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Dear Kr;· Secretary, · 

IRmiRIMIUIY, 

••••••cToa, D.C. 

I enclose herein t or your 

paraonal an4 eeoret 1ntorution a copy 

of the latest repor t recehed fro• 

Lo~on on the 1111l1tary lltuation. 

Beline •• 

The Ho nourable 

Henry Morgenthau, Jr., 

United States Tr easury, 

Waehington, D, c. 

Dear Kr. Secretar y, 

Very e1noerely JO urs, 
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TREASURY DEPAR'l'KP1' 
Washington 

FOR IJ.!MEDIATE RELEASE 
Friday, June 28, 1940 

Press Service 
No. 21-43 

SecretRry ~lorgenthau today issued r ules 

and regulations for control of foreisn and domest i c 

vessels in United States harbors and waters, carrying 

out the provisions of t he proclAmation signed yesterday 

by the President. 

12 

The Secretary aleo set up an Office of 

~!erohant Ship Movements to enforce the regulations under 

the supervisi on of Assistant Secretary of the Treasury 

Herbert E. Gaston. Thr ee Coast Guard officer s assigned 

t o duty in the new office are Commander W. N. Derby, 

assistant chief per sonnel officer of the Coast Guard; 

Lieut.-Commander A. C. Richmond, who has been on general 

dut7 at Coast Guard headquarters, and Lieut. F. E. Pollio, 

acting chief intelligence officer of the Servi ce . 

The regulations will provide increased 

control through Capt ains of the Port over the anchorage 

and movement of vessels in United States harbors and 

over handling and l oading of explosives and other 

dangerous cargo. .. 
The President's proolamation and the 

Treasury regulations read as follows: 

I 
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COIITROL OP VESSELS Dl TERRITORIAL WATERS 

OP THE UlflTED S'l'.UES' 

BY THE PRESIDENT OF THE UNITED STATES OF AJIERICA 

A pt!OCLAMATION 

13 

WHEREAS, A proclamation i ssued by me on September 8, 19}9, 

proclaimed the~ a national emergency existed in connection with 

and to the exten~ necessary for the proper observance, safe­

suardins and enforcing of the neutrality of the United States 

and the strengthening of our national defense within the limits 

of peace-time authorizations , and that specific directions and 

authorizations would be given from time to time for carryins 

out these two purposes , 

WHEREAS, The continuation of the conditions set forth in 

said proclamation of September 8, 19}9, now cAlls for additional 

measures within the limits of peace-t~e authorizations, 

WHEREAS, Under end by virtue of section l of title II of 

the Act of Congress approved June 15, 1917, 40 Stat. 220 (U.s.c. 

title ~0, sec. 191) , it is provided as followsz 

"Section 1 . Whenever ~he 1res1dont by proclama­
tion or Executive order declares a national emergency 
to exist by reason of actual or throatened war, in-

. surrection, or invasion, or disturbance or threatened 
disturbance of the international relations of the · 
United States, the Secretary of the Treasury may 
make, subject to the approval of the President, rules 
and regulations governins the enchornge and movement 
of any ves&el, foreisn or domestic , in the territorial 
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waters of the United States, may i nspeot such vessel 
at any time , place ~~ds thereon, and, it necessary 
in his opinion in order to secure such vessels rrom 
damage or injury· or to prevent damage or injury to 
any harbor or waters of the United States , or to se­
cure the observance of the rights and obligations ot 
the United States , msy take, by and with the cofieent 
ot the President, for such purposes, fUll possession 
and control ot such vessel and re~ove therefrom the 
otfioe1·s and crew thereof and ell other persons not 
~peoially authorieed by him to go or romain on board 
thereof. 

"Within the territory and waters of the Canal 
Zone the r.overnor ot the Panama Canal, with the 
approval ot the Presi1ent, shall exercise all the 
powers conferred by this sectjon on tho Secretary 
ot the Treasury. " 

AND, I'IHEREAS , It is essential, in order to carry into effect 

the provisions of said Act, which are quoted herein, that the 

powers conferred therein upon tho President , the Secretary of 

the Treasury and the Governor of the Panama Canal be at this 

time exercised, or available for exercise , with respect to 

!~reign and domestic vessels. 

BOW, THEREPORE, I , PRft_llJ(Llll D. ROOSEVELT 1 President of the 

United States of America, by virtue of t he powers conferred upon 

me by the provisions of the said Act of Congress Quoted herein, 

do hereby declare the continuation of the conditions set f orth 

in my proclamation of September 8 , 1939, and the existence Of 

a national e~roergency by reason of threatened disturbance 

international relations of t he United States. 

AND, I therefore consent to the exercise, with respect to 

foreign and domestic vessels , by the Secretary of the Treasury 

and the Governor of the Panama Canal, of all the powers con­

ferred by the provtBions ot said Act. 
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IN WITNESS ~HEREOP, I have hereunto eet my hand and caused 

t!~ $eol of the United Stateo to be affixed, 

DOllE ot the City of Washington this 27th day of June 

in the year of our Lord 

nineteen hundred and. forty 

and of tho Independence of 

tho United States of America , 

tho ono hundred and sixty­

fourth . 

By the President : 

C O!lDELL I!UI.L 
Socr~tnry of Stat~. 

PRANKLI!f D. ROOSEVED' 

• 
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Anchorage Regulations 

Regulations for the control of vessels in the 
territor ial wat2rs of the United States . 

TREASURY DEPARTMr~NT , 
Washington , D. C. 

18 

To Collectors of Customs, and Captains of Ports and Others Concerned : 

Section 1, title I I, of the so- called espionage aet , approved 

June 15 , 1917 , ~0 Stat. 220 (U .S .C. title 50, sec . 191), pro~~dcs 

in part as follow~ : 

"1\'henever the 1'!-esident by proclaMation or B:-:ecuti ve 
order declares a national emersency to exist by r~ason of 
actual or thr,' atcned war , insurrecticn, or invasion, or 
disturbance or threatened disturbance of the international 
relations of the United State~, the Secret~ry of the Treas-
ury may make, subject to thl3 npproval of the President , 
rules and rrgula"tions <,;o veruir.g t he an~horse,e and mover~ent 
of any vessel , fore i gn or ior~estic , in the terri to rial 
woters of the United Stote:: , may iropor.t. such vessel at any 
time , place guards thereon , and, if nf'ces~ary in his O?inion 
in ordE:l' to secure such ves~cls from d••r.:'.le;e or injury, or 
to prevent damage or ir~Jury to any harbor or waters of the 
United States, or to secure The ob:erv·u.co of the rights 
and obligat ior.s of the United State~ , -;,,\ t 'lke , by and 1'11 th 
tho consent of the Pr3sident, for such ~krpcscs , full 
po~se~sion and control of such ves.,el &"ld ror-ove 1:}:erefrom 
the offjcers end crew "thereof an1 all o•her :-ersons no" 
:;pccially authorized by him to '30 or :-<-!"a in on !:>oar<i t!lereof' . " 

By virtue of a proclamation i~suod on the 27t h d~ of June, 1Q40 

the above f\UOted provi>"ions of l'lw are no" ir i•tll force and pffect. 

Pursuant to the 1\'.lthority nootain<'d in the 11bove quoted act , 

the followins rules and regulations nrc horryby promulcated: 

(1 ) All exi!lting rules end rc'gulations of or.y de;>artment , 

agency or i nstrumentality of the Un i ted States Sc>"ernir.g anchor age 

and movement s of vessels in the terri torial waters o f "the United 
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are hereby r eaff irmed and continued i n for ce during t he 

period of the pr esent emer gency, except as modified by t hese rules 

and regtllations . 

(2) The rules and regul ations governing t he anchorage of 

vessels herein reaffirmed or promul gated shall be enforced by the 

captain of the port , or where the port has no such officer, by 

an officer of the Coast Guard or the Customs Service designated by 

the Secretary of the Treasury, In any case where there are no 

applicable rules or regulations governing the anchorage of vessels, 

all anchorage shall be in accordance wit h the directions of the 

cap~ain of the port or other officer designated by the Secretar y 

the Treasury pursuant to this section. 

(3) The movement of any vessel between points within t he 

of a port , and the movement , lading , and discharging of ex­

or inflammable material or other dangerous carso shall be 

the supervision and control of the captain of the port, or 

officer deoignated by the Secretary of the Treasury pursuant 

section (2) hereof . 

(4) The captain of the port or other officer designated by 

Secretary of the Treasury pursuant to section (2) hereof is 

hereby authorized to cause to be inspected and searchnd at any t ime 

any vessel , foreign or domestic , or any person or package ther eon, 

within the territorial waters of t he United States , t o place guards 

upon such vessels , and to remove t herefrom any or a l l p~rsons not 

specially authorized by him t o go or to remain on board t hereof. 

(5) The collector of customs , through the captai n of the port 

other agency acting for the collector , is hereby directed, subject 
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to the approval of the Socr~tary of tho Treasury, to tak~ full 

possession and control of any vessel, foreign or domestic, in the 

territorial watars of the United 9tatos , whenever it appears that 

such action is necessary in order to secure such vessela from damage 

or injury, or to prey~nt damage or injury to any harbor or waters 

of tho United States, or to secure tho observance of tho rights and 

obligations of the United States . Pending action by the Secretary 

of the Treasury, the collector of customs is authorized to detail 

any such vesael and is directed to communicate the facts by the 
. 

most expeditious means available to the Secr~tary of tho Treasury, 

(6) Tho Secrutary of the Treasury may requiro all lighters , 

barges, ferries , tugs, motor boats, sailboats , and similar craft 

operating in the harbor or waters of any port of entry, to be 

especially licensed by the collector of custom~ for such purpose 

and may revoke any liconse so granted for any failure to comply 

with the anchorage or harbor regulations for such port, or to 

tho orders issued th~roundar by any duly authoriz~d officer, or 

for any act inimical to tho interests of the United States in tho 

present emergency. 

( 7) lio vessel shall depart from any port or placo in tho 

United States , or from any port or placo subject to tho juris­

diction of the United States , on a voyago on which cl)arance by 

a custorns officer of the United States !s required, unless the 
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pr1~cipa1 cuntoms offic~r in charge of the port of departure shall 

haviJ b.lcll aut horized by t he Secretary of the Treasury to permit 

lh•. d .. :rnrtur ... . 

FRAIHO.l!l D. !lOCSEVEilr, 
Prusidcnt , 

• 

H. MOROENTRAU, JR. 
Socratary of the Treasury. 
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TREASURY DEPARTMENT 

INT&ft Ol"l''Cil COMMUNICATION 

Secretar,r Morgentbau 

Mr. CochJ'u 

Mr. Lero:r-Bea'lll.ieo> telephoned 11e ho11 Nw York at 11100 thla aorninc . Be 

otated tlat t he Mlbaaaa4or ha4 j\Ut recoiTed a cabl e f roa t he J'rnch Bleb 

eo-laotoner at llotrut. S:rrla, CCIIIplalninc .......... e a c:lwck 'llbtch ha4 ..... a ar-
b:r the l!aak of S:rria &D4 Lebuon (lluqlw clu !l,:rrie et du Libu) ot Beint . oa 

the National Cit:r Baak of Bow York. p&Table t o the Cbaoo B&Dk. ha4 not beiD 

paid b:r tho National Cit:r. oioce thio vao coo114ere4 a blockd t raooaction. 

Loro:r-Bero>liw explaloecl that t bo baolc in queotlon vae tbo cutral baolc of the 

two auclated territ orha abon aenUODecl. Be hao opolcan to Kr. X..Olcl abollt tla 

.... tter. Lero:r..Ju'lll.ien hela that he mat aU: that t ruaacUou ot tbla beK 

be l1eeue4, ,.t he la propared to accept a "partial" l1cenoe, fealinc that 

there la oocoooU:r t o be caret'lll . 

Lero:r-B.W1n otated that a further cablagru ha4 boeo rocoiTed froa t ho 

Baak of Illdo-China t o the attect that the hent:r-fiTo perc•t parcootece 

gr&Dted it la oot outficient. Be aolted 1t the p erceotoce colllcl be 1=reaoe4, 

at lout for the br&Dchoo of tbo Baolc of Illdo-Cbioa that aro 11 t\Uted io Chloa 

( ao IIJ)ert fro• I lido-China) • ID Chloa proper the Baolc ot Ioclo-Chloa 1111ot 

operate in competition with other baolco, aocl it 11 UDclorotoe<1 t hat •nno• are 

beginning or aq occur vhan clepooitoro realise that their 1'lllldo aa:r oot be 

cozpletel:r aToilablo. 

Loro;r-Beallliou otatecl that hh Mlbauador bod raloed t blo quooUon with 

Secretar:r Bull on J'ricla:r atternooa, in tho preoeace of Aooiotant Socrotar:r of 

State Berle. ltr. 11'1111 h &aiel t o boTe been ... et fri...U7 an! clooirouo that 

notbiog oho'lll.cl be clone uoclor ~~t~PlicatlOA ot the froe•iDc proceooeo to cauoe 

&117 trouble at all for the rrcch OoTernaat or ito inhreote in tbe 7ar laot. 
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TREASURY DEPARTMENT 

INTER 01'1'1Cil COMMUNICATION 

DATa .Ju!T 1, 194Q 

locrota17 KorctDthau 

Kr. Oocbra11 

.U 1211!5 oa S..tunlq, .Juno 29, I reeoiyed Kr . S. :D. Rea , :lxecuHn l'ico 
:>roolhat of t ho tralYot"oal i'radlac Oorp..-atioll. 

so .. <IA7• aco. Mr. Lochhead ha4 41ocuued with tvo or throe of uo 
l!11orul17 b7 hhphoao , aD4 Kr . Norrie had talked oyer poreollallT with 
.(otlrt. f olo7 , Vhl h and IQ'Oolt, tho quootio11 ao to whether tho Ullinraal 
-:!n dlac Oon>oratlon ohould oeolc t o ban Htlo roturaed to It ill tha coodo 
whi ch 1\ hoo ohlpped t o Chiaa but vhich aro oUll foUD4 1a I D4o-Cb1Joa. I o 
oc Uon ha4 boea talcoa followiac \boot connr• Uo111. 

llr. Ren otated, ~ner, that olaco tho oituatlon with reepoct to Jrccb 
to1o-Ch1aa ba4 boco•• aore acute, Mr . Obon bad cabled to tho UlliYoraal and 

to tho Ohiaooo •baoq hero , .UUIIUJIC that tho qu11t1on of poulbh Allor1can 

:lonrn:aont pr ohaUon for tho c oodo nov in IDdo-Obino be railed wit h tho State 

:>OJ)Ut .. nt. Mr . ltoa bad eonooquontlT COllo to Yaobiactoa o.n 1 r1dA7 and bad 

td.lced o'Oir t ho .. ttor with Moo oro. -· aD4 Msclca7 1n t ho Jar Jaohrn :D1Y1o1on . 
Tho 4oclolon -o that t ho UlliYeraal i'r...U..C Oorporatlo.n oboul4 "!'Proach t ho 
l'roneh &uthor ltloo oMk1ac po.r.ioo.lon t o oond t heir coo4o 011 into ObiDa, bao1ac 

tholr p lea UJ>OD t ho fact tb&t t ho .. rcban41oo had boon purcbaoed UD4or crodih 

~I Yoc 1>7 t ho Allor lc&n J:xport I mport llaDlc . It \ bio .. ,.. foi l ed, an effort would 

bo ucle to obto1n J)tr.1oeion t o export t ho coo4o frOlll l!alphoac to a110thor por "t. 

tf t ho ooaoo4 altornat1Yo ohould not ouccoed, tho qUt ltlon wao then to be 
rororrod t o the :Depar\•on t of Sto.te to ooo whether t he latter would be vllll ac 

to ulco a117 r epr 11ontat1ono in bohalt of tho trn1YOraal 'rradiac CorgoraUon. 
B•toro Mr.Roa had Ylol\ed tho State :Dopart a ont , t ho Cbinoeo Allbaooador ha4 ha4 
o prol lolnal'T coa,.oruUon with Kr . llornboc.lc, but called Roll dova troa Iow Yor k 

l c or der t hot t ho lalhr oisM ,tYo .. r e teehcical dotoilo t o tho :Doparbo11\ at 
State. 

Yhilo with ••· Mr. Ron asked \ hot I brlac t o t ho ath11t1on of our 
l'rocur•on\ :DiYlolon t ho fact \bat olsll\ bw>4red toao 4t Cbinooo tla hon now 
b•on recoiYed b7 tho UniYoraal 'rra41DC Corporation in tho United Stat II, aD4 
n1ao hundred toao aro ell r oute. Mr. Rc hopoo Kr. lloloon 1&7 bo inhr11ted In 

t h lo .. t al . I ,.. rohrrlac o cop7 of t bio ••or&Dduo to Kr. lolooJl. 

~~r: 
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ICJo. Baa~ . 

The attached tab1ee and chart indicate a dec1lne of 
71,000 pereone in the nuaber eap1oJed bJ the Vort ProJect• 
Ada1n1etration to 1,714,000 during the week ending June 19 , 1~, 
coapared With 1,7!5,000 pereone during the week ending 
June 12, 1940. 

Attachaente 
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J uaber of Yor kera lap1o7a4 - Yaatlr 

UD1ta4 8htaa 
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Week l!n41ng 
19)9- 40 

Daoe•bar 6 
Deoe•ber 1) 
Deoe•ber 20 
Deoe11ber 27 

Juaber of Workera 

Januar)' ) 
January 10 
J&nuarJ 17 
J&nUU')' 24 
Janutr)' 31 

Fabru&l')' 7 
J'ebru&l')' 14 
FebrU&rJ 21 
Febru&l')' 28 

Maroh 6 
Maroh 13 
Karoh 20 
Maroh 27 

April ) 
April 10 
April 17 
April 24 

Ma7 1 
Ma7 8 
Ma7 15 
Ma7 22 
Ma)' 29 

June 5 
June 12 
June 19 

• 

( I a thouaan4a) 
2,0:1 2 ,12 
2 ,1 
2,152 

2,160 
2,190 
2,222 
2,2114 
2,266 

2,288 
2,306 
2,319 
2,324 

2,324 
2,319 
2,)12 
2,288 

2,2o4 
2,162 
2,118 
2,092 

2,059 
2,008 
1 ,9]0 
1,~ 
1,925 

1,859 
1,785 
1 ,71-' 
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1937 
Jul7 
AlJ8Uit 
8epteaber 
October 
No•e•ber 
Dece•ber 

1938 
Januar7 
J'ebruar7 
Karch 
Apr11 
K~ 
June 
Jul7 
AlJ8Uit 
SepteiDber 
October 
NoYeiDber 

e DeceiDber 
1939 

January 
J'ebruar7 
Karch 
J.pr11 
K~ 
June 
Jul7 
AlJ8Uit 
SepfltiDber 
October 
No•ember 
December 

191io 
Januan 
Febru&rJ 
Karch 
.lpr11 
K~ 

VORl: PRo.n:cTB ADIIIIIIB!JIATIOK 
Nuaber ot Worker• Eap10714 - Kontbl7 

On1te4 8tat11 

33 

•uaber ot Worker• 
(I n tbouaan4e) 

1,569 
1,~0 
1,~ 
1.~76 
1,520 
1,671 

1,901 
2,075 
2,445 
2,5!12 
2,678 
2,807 
3,053 
3,171 
3,228 
3.~6 
3,287 
3,094 

2 ,986 
3.043 
2,980 
2,751 
2,600 
2,551 
2,200 
1,842 
1,790 
1,902 
2,024 
2,152 

2,266 
2,324 
2,288 
2,092 
1,925 

Source: Work ProJeote .l4a1n1etrat1on. 

Kontbl7 t1guree are week17 t1guree tor t he 1ateet 
week ot the aonth • 

• Th17 1nc1ude oert1t1e4 and noncert1t114 worker• . 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OJri'ICII COMMUNICAT10N 

•~o" Nr. Oo~ 

Mr. Lero;r- lleauluu •etepboud .. froa lew York •• 11&25 to tl» effect t~»• 
hit .bba11ador 11M. 1Aotructe4 hi• to learn tUoup • IObether S.crew.r;r )lorp~>.tball 
coul4 reed" the tvo ot thea 'hel4a;r or Ve41leoda;r, protnsl>J.7 t-rrow. 
Lero,....lleaul1w oaU the Jabaua4or 4edrsd. t o ba" a talk perooul.lT with tl» 
Stcrew.r;r, nch •• !» 11M. ba4 with llr. bll oa Jr1da;r, 1A r&pM to the a.ppU­
Uo11 ot the f reniJI« procuo, &114 o•her J'reaoh fiMAoial problua. ~~hell 1 re­
a1nde4 Lero,....lleaulieu tbat 111>.4er Secretar;r Jell baa4le4 tba f'r'Msl..ac llutb.uo, 
he oa14 he ,., • .....,. of thio, bllt tbat the Jabaolldor ,., otroaclT 4eol.rou of 
bnl..ac a tev vord.o with tl» S.cretar;r hiullt. 

1 aa to call Lero,....haul1w back &114 lit hia mow thl bo..r at vh1ch t he 
Slcre tar;r -.:, 4eo1re to reed" thl J.abaua4or &1>4 h1 .. 1lt. 

STRICTLY CON Fl DENT I A.l 

Regraded Unclassified



( TREASURY DEPARTMENT 
INTIIt OI"I"ICI COMMUNICATION 

OAT& Ju],r 1 , lHO 

, _ llr. Cochraa CONFIDENTIAL 
!be foreip •J<Chaace ...-loot ,. .. quiet to4q. Sterlloc opeDecl at 3. 7V, two 

cenh lonr than Saturdq' • cloaiac rate, It conHZ1111tcl to aon cloornwarcl clur1DC the 
morn1Dt;, reaching a low of 3. 77- 1/2 at noon. After reooftriJ>C to 3, 82 l!r aiel­
afternoon, it again 1rlalaonecl aDcl clooecl at 3. n-1/2. . 

We v.nderat&Jid that the II• Torlr: ageDCiea of Japuue 'bal~JQ, whooe operatione 
clo cot appear 1D the reported tu.raonr ficuno, were fair ~·re of oterliac tllio 
aftlrDOOilo 

S.l11 of opot oterlioc l!r tha el.J: reporUoc b&alr:a totaled io325,000 , rr.,. the 
follow111C eourcee: 

-, co.-rcia.l concerue • .•........•..• • ................. • . .• ......... 1.118,000 
!r fore len b&alr:a (Jar ~t, ~urope aacl lear ~t) . ...... .. .......... '-313,000 

!otal • ...•....• , 32&,000 
Purchaoeo of epot oterllac aaounted to 10113, 000, .. indicated 'belowr 

11\r c~rc1al c:oncera.e •... ...... ................ .....•..... ........ · ' 83,000 
!r foreicn b&alr:a ( Jar ~aot and~urope) ••••••••••••••••• • •••• ••••••• 

!otal 

!here were no reportecl &alee of oterlioe to the llr1Uoll Control Oll the -.11 
of the official rate of 4, 03-1/2. 

!he GuaranQ- !ruet Coll)lUO' otatal that U llacl plli'Cbaoel 101,000 froa the llriUoh 
Coct rol at the official rate of 4.03-1/2, the tlu>d.l to be u e l t o ~ tor a whieq 
obi:pMct. 

'!here wu little c11ance 1D the other curreccho. !be clooiJ>C ratu ........ 
folloorll 

,..i .. fru.c .22615 
CoD"•'• • dollar 1~ U.couat 
~ira . 0605 
le1cll.-rlr: • 4000 
Cu)aa peoo v-15/1~ cliocount 
llede&ll peoo .ueo bicl, .aooo offered 

-

Regraded Unclassified



- .2 -

Ia porohaaad the !ollowiac a.oaAta of cold !roa tho aaraart.d accounta 
iocl\catadl 

$.24,000,000 troa the l!uJt of Swa4&~> 
10,800,000 !rca the lloyal h tharl&D4a Ooft..-at 

!roe the ktioDal Bult of lloJciu 
total 

""- hdor&l :a .. arft llaDk of ._ York reported that the l!uJt of :IDClaDd -
the !ollowlDC oh1paento of cold !rca I:DClaDd t o the h dort.11 

$ 7,0011,000 to be eu.arnd for account of the l aUoDal l!aDlt of the K1DC4oa of 
TU&oalaTia • 

.2, 088 ,000 to "M aar.arbcl. f or account of the Swiu Rational l!aDlt. 

.2,017 ,000 for account of tho ll07al loi'WegiaD OOT&rDMDt, dhpoo1Uoa Wlla>O'II'Il. 
for aceouat of tho BaDII: of F1DlaD4, diapoaitioa Wlla>orn. 
total 

27 

!he State DopartMat f oi'Wal'dad to ua a cable atatiDC that the Chua laUoDal 
lle.AI<, Loodoo, ohippad $57,000 1A gol,d troa :IDClaDd to ih head office at 11 .. York, 
for aala t o the U. S. J.ooq OU1ca. 

Another aubataDUal drop 1D the l!oabq cold prloa took place oTOr the •••Jo­
Tocl.q'• aqu1Talaot • a• f32.88, off 701 troa Jri4q1 a quotatioo. 

Spot ailTOr 1D l!oabq.,... aquiTalaot to 43.8S,, off 3/161 froa JriclaJ'• prioa . 

Io LoDdoo, apot ailftr traa fixed at 2l-ll/16d, up 1/164. !he foroard quotatioa 
wu aleo 2l-U/16d, up 5/164. :111a1oaUoo of the epraad "M"'"" the w o price• •aa 
attributed to apoculaUft baJiDC of forward aUftr. !he u.s. aqu1Talaat of 21.-11/164 
1a 39.4:¥. 

BaD~ ud a...--• a aa tua .. at price for tonica an ... r • u uoeh&Jiced at 'J4..3/ 4;. 
The TreuurT' a porehaa• prlo. t or torolgo d lftr •aa a lao "Dchopd a t as,. 

··­Purchaa• Act, 
dal1Tal')'o 

tea porchaaea of ailTer t otaliac 1 ,180,000 ounc•• undor the 811Ter 
all of which •u o .. prcduc U oa troa toraicD e0Witr1ea, tor foroard 

CONFIDENTIAL 

-

Regraded Unclassified



3J 
( TREASURY DEPARTMENT 

INTER 01'1'1Cit COiolloiUNICAnON 

OAT& Jul7 l, 1940 
TO Nr. Cochran 

'l'bere follow• a IIUliiiDal7 or the gold tranoe.ctlono effected by ua 
with the central bo.nko of forelo> countrieo during the 110nt h of JUDe: 

Argentina 
Beltiua 
Chile 
Colo10bl a 
lngland 
Jrtm.ce 
JaTa 
Lithuania 
lllcaragua 
Port~ 
Svi tzerland 
u.-­
venezuela 

Total 

Purchnoed l'ro• 

$ 15, 000,000 
4, 416,000 

185,000 
2, 800,000 

242, 725, 000 
332, 913,000• 

4, 000, 000 

210,000 

20,000,000 

6oo.ooo 

Sold 'l'o 

$1, 000,000 

3, 000, 000 

1,000,000 

$5,000 ,000 

I n order to replenish our caah ~anceo Ylth the J'ederal, we oo1d 
$656, 581, 000 of our cold holdl.D&• to the 11. s • .l.ooay Ort1co duri ng t he 
contb UDder rertev. 

inl!iland and J'ronee han oold $1,667.5 Dillion• i n cold t o the 
Unitod Statu (to the U. S. JUDd and 'l'rs&IU17) olneo Septolllbor 1, 1939, 
diotrlbut ed ao followa: 

Juno, 194o S!J?t. 1939-Juno. l94o 
(in m1111ono or dollar•) 

$242.7 $ 766.8 

Jraneo 332.9 

Total $575. 6 

900·7 

$1,667. 5 

- - - - - - - - - - - - - -- -- - -- - - - - - - - - -

• l11Clu4eo a opoda~ cold purebaoo of $241,576,000 on June 19 8Qlinet 
Yb1ch w adnncod $229,497,000 to Prance. Yo r eplOl:liobed our caob 
balance by a cold oale of $229, 497,000 t o the u. S. Aaoey Oftlce , 

Regraded Unclassified



( TREASURY DEPARTMENT 

I NTBR O I'I'ICB COMMUNICATION 

DATa Juq l, l9il0 

STRICTLY CONF IDEN TIAL 

Mr. Puo ... t callo4 'b7 ~pobltaet at 2155 thio atternooD t o gin -· coD­
f14antial illfo....,iioD llhicb tbo •\uq dooired tbot tho Secretu:r rocoh'o. !!'be 
ra.bau:r hod toda:r heard frac Lolldcn to tbo effec t tbot Phillip o 11114 llewlq vould 
llln J:Dcland on tho 21>4 or J r4 , and abould urin 1D tbe UDlto4 Stet u uowod 
Jul;r 12 or 13 . !he •bau:r h awattuc vor4 frcoa Socrotar:r llorge~>tbon ao to 
vbot pu\liclt:r obould ba Cinll t o t hio Tioit . !he •ba• q voul4 like t o boTe 
ooao dochion on t hio at a date wlficlatl:r earl:r to parait tba h ca\lo tbo 
ton of an:r preu ral1111 t o LolldoD for ~rOYal. 

Ill roprcl t o •er~JlC7 ... .,...,,, tho •HIIQ' boo Ha illforao4 tbot tho 
Brltlob ue ao...UC all of tholr cold ont, p r .. _bl:r to Cua4&. .&!>out tvo-thlrdo 
of tbo cold boo alreed;r loft, and tho collploto r...,Tal h e:rpoctod t o be c-lott4 
ln a f ort nipot. JJ.thcuch Pllltellt did not bon opeclfic lDtoraatlon on the polDt , 
bo thoU&bt thh otat•ent lllel\1414 all official !ritiob t;old, a o voll ao llOld 
oai'IIUkod in Great Brltalll for other COTOJ'1111mto and coDtral banlto, 

With reopect t o oecuritlll, PlnoeDt sa•• •• t bo follovi~~~; lllfo....,tion. 
firot , the BrUiob are Dot prepotiDt; to Tilt title t o all oecurltlu in the 
Gonr1111ant, 11 the lletherlando Go'Ye1'111llllt did at the tlao of lh departure f:rac 
'fho l!a&1lo· Sec0114l:r, tho Brltiob are 1>0t prepotillt; at thio otac- to dut ro:r 
11cu:rltl11 after liotiDC th•. !l'blr4l:r, the Brltlob are ohippiDC oecurlilll t o 
CallaU, vlth lioto of OYDero, for d~olilllt; 1A cau.4illl 'banlto. 

PlDolllt •• cratifiod t o l l&rll that tho aboTo precautioDo vera boiDt; tal<111 
and 1Dtiaato4 that hio •Hoa:r had aado certain recODitlldatioDo t oward thh ood. 

PiDoant t old ao that tbo Brltiob Colllul at Mall1la bod 1Dqulre4 vlth reopoct 
t o our p ootal rej!U].atlollo, partlculul:r a e t o vbotbor ho voo obllt;ed thornllder 
to epan official aall which a i pt be t1llpoctt4 of co.DtalDiDt; 11curitlu. 
Plllllllt hat ... ~ vnh hit •••q that DO prohot ill t ho preallll obculd H 
11141 , olllco u 1o t o tbo 111\ereot of the Brlthb that aall of ccn.W.a:r offlolalo 
be unotiptod, thio bo1Dt;, 1D hio epWoD, 0111 of tbo coot Ulcel:r cballllolo for 
tbo trlll•iuloD of oKVlilll vhicb tha Goraallo aa:r han looted. 
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( TREASURY DEPARTMENT 

INT•It OI'I"'C. COMMUNICATION 

DAT& Jul7 l, 191Jo 

TO 

....... 
STRICTLY CONFIDENTIAl 

( 

c 

J.t 4:30 p.a., I told Mr. Lero7-llolllll1eu 'b7 h lephoae that tho Socretaq 

wolllcl bo pleaoocl to roc.t•• h1a &Del t he J'roncb .Aiob&ooacl.or at ll:OO t•orrow, 

'l'llooclaT. '·"· Mr. LoroT-lloalll1eu hopocl that Mr. Jell would be aftilabh t or 

a conToroaHo" athr th1o •••Uac. 1n t he eTat that tho .AIIb&ooaol.or 4oo1roo 

t o c11oc:uao clota1la ot t reeolac operat1ono. 

Regraded Unclassified



( 

leoretarr or ltate 

Waehington 

302'; f1ret. 

Bordeaux 

Dated .Jul)' 1, 1940 

Reo1d 213& p.a. 2nd 

Deparblent1 e .a to Kattbev• t r an.-1 tted t oda)' 

b)' oour1er. 

Regraded Unclassified



.. &O&R.AL A.ESE.RVIE BANK 

Of"' NEW YORK. 

90(•) 

DATE li!J.)'J._u~ CORRESPONDENCE 

OOIJIDIItiAIL riLII 

L. W. ~Dolle 

SUBJ ECT> m,p!I!D COU!!!SAUOJ '11ft_ 

IWII: or •CILOJ). 

llr. Jloltae oallecl a~ 4t30 otclook P••• ... _. tor 

onr a bolt hour bv.t. tho c-ec\1011 ... poor Uld 1t woo h'eq-t.l)' 

dlrt'lcul\ to follow hla. le rotonecl to tho recmt effort •cl• !IT 

Ac ori oon laporton t:o pr ..... u upon t.ho Br1t1eh to bo 110re scorou 

with thoa ODd allow .. r• tlae to aottlo at tho h'eo rato lo1itt.oto 

miOIUIDh pl"eri011!11J IDtftecl \&I)Cmo !'be llrltub CGDtrol bM al a 

roauH reoct.l)' Uld tnpororU, .-pt.ecl OCIIt.l'aata ODterecl illto 

bof oro .T\IIIo I ODd II'Ultecl pora1 .. 1ou to u.ao h'oe a~n111l& 11l OO'NI'o 

Tb t Hut that 0117bod7 who ha41 tot" 11la~o, bo\&lht torw~ rubbol' 

or t orwaN till on • s tn11nC buh Uld bocl uot bol&lht tho nMO .. al')' 

s t , rltnc, oOI&lcl clo eo at th1a t iae 11l the h'oo •rkot. BY1clon~1J 

there woro etUl a D\l!lbor of contrach WICOYorecl (aoc:o ot tboa lOin& 

t .. cll t o loot llarcb 1thOD tho upor~ control waa til'•~ put on fin 

ooaaoci1Ueo ODd -.\1011 oorto11l loa& t era coat.l'acta wore ex..,pt.ecl h'oa 

tho noecl of coYeriDI at t ho ott1c1a1 ra\o). What thq 11l LoDdoa 

could not lmdorate.Dcl woo whJ' no a~toap~ wu bo1n& aa4• uow to conr 

3u.ch contraota. I ~r1ecl ~o oapbae1ao tho lo&i tiu~o character or 

opon contrac~a, tho tact t hat ~hq woro on~orecl 'llpoD 11l 1ood tal~ 

and t hat a abort FOalt1CII 11l ator111l& Oleillat laporte eont.l'octecl 

r or on a ato:rlinl baah ... DOt a ai&D or apec\llat1CII llllt rathor ot 

Prudct ODd coaaol'fttin -•-t which wol&lcl lllq ater111lc 0111)' 

• t ter 1 t bad aatunUy aolcl t ho H:rcbul41ao ODd tlnlll o11a11lde the 

r 1alt or talt1D1 a ~torlilll poei~iODo 

Jloltea -ttn.d tho~ \he pu\1al ot u .-.pt1CII a1 

requoat .. 117 oar~· wae rMU7 'l'al.M1o .. Mlleuo tM llr1t11ll 

Regraded Unclassified



~WI:OilRAL "-K8 1"Ya aAHIC 

CW NI:W YO fltiC 

43 

E CORRESPONDENCE DATE lfJy 1, l'f'• 

Suoo.ro:en m pu utMAUOI11l11 

..-or •"'D. 
I 

8!Rbor1Uoo _.. oertata tllll\ t be tHe ano\ -u DO\ .to\ .o 

1oapr lila\ tlla\ tt -u oOQl.~ U..ppear 1A \wo 01' .._......a. 
Ot that tbq wero abeol.Wl.T O\II'Oo I poiJlt .. CNtl tllllt theM ataW. 

-ta of bla 414 DOt ao• to •11'" wt~ bb cable 1624, or olM 

wbat cU.4 be - wba apt 1r1n1 of o..tata pwpoaea for wb:tob tHe 

aterltnc could attU bo v.a .. t Lo&ialattoa DOW poa41JIC1 be ropllo41 

would pr-t 11D7 f\ll'tber atorlllll boiJll orMltM to troo v. a. 

aoca~ata. 'l'r&N'to boroattor woald bo a . aao "7 trotftc. llhat abotlt 

the D&D1 I aued, wbo bod aterlJ.zl& oOIISDC to bill aa Sopt.bor lJ 8Dd 

owed tt aa loptoabor )01 both UDder ooatroo\a .... prior to .nm. It 

tMT would talto ovo of bill, loltoe ropUM. It, b . a oaao ltko 

tba\1 aa o'NJ'draf'\ n• DMdot tbq woul.d ll'Ult tt. nw rotv.aal to 

ll'IIIR flR\11'0 ad41ttaaa to \be bohvo ot tHe oterltAI (aoo • of 

1624) did DOt aolwlo \o.pora17 1Jlorouoo 1Jl nab bol•neoa. I 

u ltocl bo~t abo~&\ atorltAI bal&Dooo o....e br IIIIJ'koto l.tko IM•Iba11 

wb1oh I .. .,. .. atU.l W -14-blo boli"OI 1a Loadoaf 11o1114 

llbanpt -ts- to offer U... fo., ai.lot loltoe ropUM tba\ tbat 

alJI!pJ.7 ooaplloatot thou ••ora; probl•• Bo &IJ'oM wtth 110 that 

t he posatb111t;r of truufera troe 0 .,.., aoo-ta to o\Mr 

forotpa ao-ta woul.d r-.l.lT 1apl7 -tiDDecl VadiAI botw. tHe 

atorliDs aoc-ta. !bat boiJll eo, I coattmd1 all tlla\ _. pooplo 

bore req\l .. tM ... to bo 11-.- a ltttlo t1110 to oonr 1A tbo trM 

-.rltot wbat tbO)' atlll aoodM t or portoot17 lo11ttato olcrftc:atnoU. 

It, of covao, ~ tHe -.rll:e\ en .. •• \boll tbo -•Ilea POI-.w~ 

to Otrftr a t tile tfte nto WU1 a UelMa -· -.ltozala Ol t .. 
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I"CC&ftAL RIER.R'VK ....,_ 

CW HEW YO itl( 

, 
\bat tM COIIPl OM •lt"•u- lllcht • - be a:peeW. JIT a,..l.al 

urua-t wUb lelltb AMnM ta.q W a1HMF wa 'Cht \be tHe 

raw 1lP to 4.~. !1111 lllrltt.h 'lr•WJT w v1• w wana \be Wl'1t 

.. n.u tor .a1Q' "*• Uld -tha u to the tlatvo ot tM tHe 

IW'k•t .. \bat tbb laMa\ deft1o~t aboul4 ban bee GJ~MWo 

1 rop11.. that tboao ... ot1at1aa., aa tar aa 1 -..., ware DOW ia 

tho baDda ot oar AabaaHdor 1a I ~ 1aJ oar people twro WO'GU be 

..... ~ 41HP.J01AW1 1 •• aha141 1t •-tblaa ooaldaft be 4-

tor th•• Di.d 1 Dow wtlat the atorlla& poalUOD _., 1 polatM 

out t hat •• tar •• our bulks "" oODo-... it na laa1pllt1UDtJ 

prQbably loaa tbaD t,,ooo,ooo. JUt that f1,uro, of oourao, 414 DOt 

toll tho whole atol')'. Wbat tbl total na of •oot•r .. o-rclal 

co..S.tacu of tbl ~~ataJ>• 'llhlcb • clUcuaHd at tho be11J1D1n1 DObocb' 

lal"• lla.bMr ••'t \be oa1)' oo,.1~ tlo\llbt • a aterllaa baab. 

There wor• ~ o\bera a~~eb aa ~ tro. lov.tb .taertoa, leather, 

brh tloa, ••••Ual oua, eoooa beaaa, ootfH, ow. 11lth r~card to 

all of thft our t.portora bad olaUiad that tba1r buinoaa na 

bctttaw, that tbe7 aoW 1D cood talth Uld • • ,.. - aaklaa that 

tbq be a.llow .. to oonr at tbl bee aterllaa rate. !be Brltbla 

wo'IIU be llacl to ..-. that p..-tao, BolteD rop11 .. , 'llat wwe ot tM 

op1Dloe that tbl r h':OI atorllaa •rkot WO'GU DOt be 1111 .aoa&h 

to HUaf7 alleh o-olal 4....aao Z.. lt it 4U DOt 41nppou 

altoaothar 1t -u pr obabl7 be .. laa1plt1out t hat oal7 a..U 

....... 001114 be MUatleto !bat • • what llo W beta VJ1a1 te 
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nna tbe t.aa 1D Lolldca aU tbe tiM. M.4 tiM total. of oatetudtaa 

ooatreet•• 1D., oplnica, n pn .. t a l.u'&t •• ot • r '' I rtpll,. 

~t I d14 uot kDowJ aU I could NT wae tlut rubbtJo •• probe~ 

tM • st ~rtant 1tta aDd 1t Ullf'boc17 lcDew bow -b t he rubber tnQ 

Q,..e4, 1M could be reaeoaab17 Rl't tbat t hat n a tbe balk at lean 

of tM total. d ..... 

I rnerted tw a -t to bh oable 1624 aDd ulcM wbotoor 

tra4taa betwe~ ott1o1al eterUDa aocowate wee pel'M.n lblo. eoau, 
tor lllatallce, tho Ollal'ut7 !l'Wit aD4 the ••ttollll. Cit)' lieU, 1t t1M7 

ba6 otf1o1al aoco•ta, H1l to eteh other aDd bair hot Moh otberJ 

i.t 100 a t what ratet Wert thq at l1bert7 to aell at a nte lower 

thall tho ott1o1al (a t a lo .. to tbla)t :loltcata replT to aU theM 

polllh na 1D the a.nu.au ... u to tiM rate, bl ...... tbiF _.. 

bopehl that web deal.iac• would be bet- 4o02 1/2 ad 4·0' 1/1 

but 1t 80Mbo47 -ted to take a lose b7 eelliac lower or -.,sac 

h11}\or that na bh twseral. 

BQJ.tca .ado batltt ret-• to~ queatlca ot tho --uaa 
of oh1Ur.l aDI 1141alte to tile 111l1W Stetea 1114 Cered-. I ...,., bl 

111111:14, tbat att'Urrttl " " -111'7' to tbe atteet t bat -"' 

tftC.te4 peraca~ woal.d be ~ a1Jltelll .. INrt 01' 1D Cn-11 .., 

h11D4a or nlatlcae 1D the two -vs.oe. aaton-tel.T, M aeuw, 

t'-e wen - oaaea oo.lal to tiM1r aot1eo 1D ntob taloe attUanu 
bad lle.a r-tabld, 11hltb -u, ot ...,..,, ra111 a aood 4111 of 

db••'-t llld vo Ne. U 1 .....,... to ..-.. of urr nola ,._ 

Regraded Unclassified



f"'&DKRAL R&WAW ~ .,,...._ 46 

DATY leJ]P 1e 1''' 

su.-cn-11~11111'1J911*ntmiiY'I!7nllaiJIT!I~BL-
NP• en 

"' sri'• 

•••••••••• 

A8 etaW d tbe ...un, tho ewtwMUca ... 1_,_ 
IIDd h'..-~ 4Uflftl' te t.U.. IIM&uo of ,eor .-..u.. 
!bb wW «Qlaia tbe e1u "'•' ,u.np-.. ..,.n w tbe ow twMU.. 

V> • .... 0 

-o 

,. 
:J 

..... 
::;; .. 
~ 
ill ... 

Regraded Unclassified



l 

JR 

I'> 

Scoretary or State , 

Vlashington. 

686, first . 

15519 

PLAIR 

Stockholm 
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Wheat crop estimatEd half mill i on tons cooparcd 

norm .. 850, 000 but 'lith carryovEr morE than amplE 

domestic rcquironcnts . Agricultur al wori!ing hour 

regulations suspendEd until October 15. Inventory 

ordered all lubricant stocks over 25 kilograms . Govern­

mEnt revenues May 265 million cro•·tns caapartd 233 year 

ago and first elev en fiscal months 1620 compared 1262 year 

ago du£' hishEr taxEs . SwEden- Russian tradE nq;otia.tions 

dragcin3 involving pr i11cipally Ruaoian pctrolEUIII p roducts , 

oilcal: E and SwEdish iro!l t.n<l stEEl product~ . swedish 

1nvcatmcnts in Rumania unimportant princips\lly knotm 

itcmc match monopoly seven )tr cent bonda a~out 27 million 

crotms outstaniing and joint otmership •11 th Italy of tbt 

electric company at Brasov and this not believed adversely 

a!'!'ccted,, Company being !'ormed probably function under 

auspices state railway s to optrat£ trucks on Na rvik 

Huparan<.i.4 s ervice tnay l atEr assumE ntonopoly all 

f orwarding buai.ncss t his route. 

IliFORM com:E~E . 

REP 
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EN 

• 
Secretary or State, • 

Wc.shin:;ton. 

106 , July 1 , 10 a .m. 

!ly J02 , or June 2'1 1 5 !'-'"• 

15557 

PLAIN 

Titntoin vi a N. R. 

July 1 , 1940 

Rec 1d. 1:25 p.m. 

Cust.ol~S notif1co.tion 1249 or Ju:~t 27 no.~ amtnd.td. 

on Ju_""lt 29 i n a noticE to tllc local press by substi tution 

or the words " i ntcrport ilnport ·' in place or the word 

"rtilnport" rthtrtvtr the latter occurs in the t arlitr 

notific ation. 

Stnt to thE Dt~nrtMtnt . ]Eptattd to Ptiping, 

C!lungkin.:;, Sha~a1 , Tsingtao , Chcroo . By mail to Tokyo. 

PLE~HER 

DD!A 

• 

' 
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TREASURY DEPARTMENT 

INTER·OFFlCE COMMUNICATION CONFIDENTIAL 

TO 

.... o .. 

Subject : 

Seoretar~::entbau 

Kr. Ha~-· 
The Business Situation, 
Weelt endi .ng June 29, 194o . 

Oonoluaions 

OAT& Jul.)' 1, 1940 

(l) Although business activity continues to reoord further 

gains, there baa been s ome &Y1denoa of temporary hesitation in 

the past weak, apparently due in large part t o uncerta1nt1aa 

ar1s1ng from the French defeat. This baa bean reflected par­

ticularly in the action of industrial material pr1oaa, wh1oh 

have noticeably weakened. Steel ecrap prices have declined 

for t he first tiae in 11 vealta. 

(2) Loolt1ng further ahead, a continuation of the busines s 

r1se seems i n proepeot, baaed on a aount1ng Yoluae of new or­

ders and on evidence that consumer buying ie beginning to in­

crease. Our weekly new orders index has rieen practically to 

the earlier war high in September 1939; and both automobile 

sales and department store sales have inoreased contra­

seasonally . 

(3) Our basio buaineae indices, nov aYailable for the 

month of ~. i ndicate that the f oundation baa been laid for 

a more extended busi ness advance. New orders bad already 

r1aen in that aonth t o an fRB equivalent of 119, bringing a 

fu.rther substantial increase in untilled orders . Our 1ndexee 

ot basic demand and sales in Ka7 continued above the leYel of 

p~duct1on. All t hree indexes haTe apparently shown further 

improvement in June. 

(~) The beginning ot eteel order releasee tor 1941 auto­

mobi le modele, and exteneiYe programs f or railroad equipment 

buying, promise additional support to steel activitY this 

s\llll!ae.r . New ordere reported last veelt by the U. 8 . Steel 

Corporation increased to 108 per oent ot oapao1ty. 
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S.cretarr llor~nthau - 2 

Foundation laid tor further buainaae advance 

Deapite eo•• current eT1denoe ot haaitation 1A bua1neea 

activity, reflected particularly in a weakening ot in4uatrial 

material prioee, the foundat ion ap pears to have been laid for 

a fu r ther buaineee a4vanoa in the aonthe llhead. 'l'h11 11 in­

dicat ed by (l) the relatively high level of new order• duriDJ 

May, ae oo!lpared with the lenl of induetr1al production; (2) 

further gaine in the volume of industrial buying during June; 

and (3) evidence that expanding eaployaent and payroll• are 

beginning to inoree.ee coneuaer d8ll«lld, wb1ob will provide an 
additional eU.alue 10o industrial e.otivity. 

Our aontbly index of new orders, now available for May, 
rose t o the equivalent of an FRB index (unadjusted) of 119, 
which ooape.ree with an e.otual i ndex (unadjuated) of 109 in 

that aonth. (Bee Chart l) 'l'hil 10-poin10 exceu of oJ'del'l, 

at indicated on the Chart, follows a eiaile.r exceee 1D April. 

Tbue the backlog of un.f1lled order• baa again been increa .. d. 
Our eat1aate ·of unfilled ordel'l, baaed on the oumul.ated d1t­

ferencu between new order• And production, at the end of Jla,y 

stood at the b1gbeet level einoe last December. (Lower sec­

tion of obe.rt) 

On top of the !fay backlog of untilled oJ'dere, new ordel'l 

during June have ebown a further 1ncreaee, •• ebown by our 
weekly new orders index. (See Chart 2) The ooab1ned index 

in the weelt ended June 22 praotlcilly reached the earlier war 

peak of September 1939, due ob1etly to increased order• for 

steel, Goverm•ent buying of woolen goode, and larger ordere 

for cotton textile•. 

Both our '-•io deaand index and our index of ealtt for 
Kay 1nd1oe.te that a e trong foundation for a bueineee r ita 
existed even before plan• bad been •de for the huge aational 

armament program, (Bee Chart 3) Both indexee be.ve continued 

tor eeveral aontha at e. hi@her level than 1nduttrial produc­

tion, euge;eeting that inventories of finished goods during 

that period were being reduced. A eoaewbat comparable eitua­

tion existed in the early eummer of laet year, aa tba obe.rt 

indicates. 
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Seoret&r7 Xorgent~ - 3 

Riaina pe.y:rolla 1noraua oouuaer bUTiaj 

The upturn in induatrial produot1on, wtll.oh baa baiUJI to 

inoreaee national inooae payaenta, il already baing ratleoted 

in the Toluaa ot oonauaer purohaaing. The national inooaa in 

Mar, according to preliain&rT tiguree , roea elightlr to an 

annual rate ot t71 .0 billione, aa compared With t70.8 billions 

in April. Accoapanring th1e increase has bean a riee in our 

index ot domeetio ealee t o 90.3 in Mar Teraue 89 .6 in April . 

(See Chart 4) The aalee leTel, it Will be noted, il etill 

below ite normal laTel in relation to national ineoaa, a taTer­

abl e taotor 1n the outlook tor conauaer bUf1ng. 

A turther expanaion in retail ealea ia ahovn by aalea 

data tor recent weeka , during vh1oh period there hae prohablf 

been a aore rapid riae in employaent and payrolls . Sale• ot 

autoaobilea inoreaeed &harplf during the aeoond period ot June, 

contrary to aeaaonal trend a in the paat two ;rear a. General 

Motora' retail ealee in that period r oee t o a 4&117 aTerage or 

6,000 unite, rroa 4,900 unite in the tiret period ot the aonth. 

Departaent atore aalaa haTe inoreaeed contra-eeaaonallr 

eince the beginning or June. The ealee tiguree t or t he laat 

three weeke aTeraged 11 per oent higher than in the correa­

ponding weeke ot 1939, whereaa in the two preTioua waeka the;r 

had been running below 1939. 

In the raoe or a alight decline ot 0. 6 per oent in eapl o:r­

aent in all aanutaotur1ng induetriu troa aid-April to aid-Mar, 

emplo;raent in the a1roratt, aaoh1ne tool and eh1pbu1lding indue­

tries, which haTe bean priae benerioiariaa ot war ordera, con­

tinued to aoTe ahead . A1roratt .-ployaent inoreaaed 1 .6 par 

cent in that aonth, while the aaohine tool and ah1pbu1ld1ng 

induetriee ahowad gaina ot 2.0 per cant and 3.2 per oent, ra­

speot1Tal;r . Parrella 1n all aanutaoturing induatriea durinc 

the aue period ahowad the aUght gain or 0.1, while a1roratt 

and llh1pbU1ld1ng parrolle Juaped 6.0 per oant and 5.3 par oent, 

reapeot1Tal;r. Xaoh1ne tool payroll a , howaTar, gained onl;r 

0.5 per cent. 

!he ateppi ng-up in operation• in the aboTa aentioned indua­

triea during the paat rear aar be gauged t:ro• raoentll rellaaed 

81lploraent and parroll data ahovn in the tollowing tabla: 
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seoretarJ Morgenthau - II. 

Per oent pin llal 191to onr lla7 1939 

Enlp10JMDt 

Al1 ~~&~~utaotur1ng 

.Uroratt 
Machine tooll 
Sh1pbuUcUng 

I 6.5 

f93. 6 
156.2 
129.3 

PaTrol1e 

113. 4 
189.4 
178.7 
,135. 9 

In Tilw ot the national. defense program nqw uDder wq 
and the 1ntenaitioation of the Britieh war effort, TarT 
aotiTe operation• in the &boTe 1nduetr1ee appear a11ured tor 
m&n,J' JDOnthl to cc•e. 

The etee1 eituation 

New ordere booked bT the U. s. Stee1 Corporation during 
the week ended June 20 tota11ed 365,000 tone, a gain ot 
100,000 tone oTer the preTioue week, and repreeent1J18 about 
108 per cent of oapacit7. New bueineee appeare to be oo.tng 
in we11 in the 1Dduet17 genera11T, according to trade reporte, 
and total ordere in June are eet1uted u tar ahead ot tbe 
pre•ioue month. 

Offering further eupport to etee1 aot1Tit)- during tbe 

1ummer ie the proepect ot near- tar. re1euee on autoJtObi1e 
steel tor 1941 modele. Ford hae a1read7 releaeed order• 
ooTtr1ng re~uiremente tor 100,000 to 150,000 care, and other 
ueere ot automoti Te eteel are expected to begin placing ordere 
soon. Work on preeent untilled order• il expected to preTent 
&nT t.portant eeucna1 downturn 1n JulT operationa. 

steel aot1T1tT this week ie eohedu1ed tor a sharp decline 
oTer the Fourth ot JulT ho114&7, the eett.ate of the ._erican 
Iron and Steel Inetitute ehow1JI8 a reduct ion of 12.3 pointe 

53 

to 74.2 per cent ot oapacit)-. (See Cbaz:t 5) Lut week, ae 
the chart ehowe, toM tTidence of a elaoiening in eteel aoUTitT 
wae eeen in Tarioue d1etriote, ooino14ent with a wealteniag in 
pricee of etee1 ecrap. 

The oo~eita &Tarage of etael ecrap prioee (ebown on 
Chart 5) wae ott 34 oente to $19. 5S a ton 1ut week, the tird 
deollne in 11 ween. scrap u being ottere4 .are tree17, in 
part beoauee of the French capitulation and eo•e piling •P of 
ecrap at At1antio porte. 
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Secretary Morgentbau - 5 

Further gains in railroad eguipaent bl!,l1ng 

The recent increase in ra.ilroad eQuipment purchases g&Ye 

nidenoe 1aet week or gathering further momentua . The 

Pennay1Yan1a R&11ro&d announced that it v111 acQuire OYer 
2 ,500 freight care in addition to other eQUipment, while the 

Norfolk and Western Railroad Vill buy 1,550 freight care in 

addition to 25 ,000 tone of rails . The Southern Pacific has 

announced a $20 ,000 ,000 buying program , which i noludee oYer 

2 ,000 freight oars and 25 loooaotiYea. The aoat freight care 

ordered in any f ull month eo far this year has been only 2,081 ; 

ordered in May . Earlier in the week orders aggregating 46,000 

tons or raile were placed by two other railro&de, and a little 

earlier 1n t he month a 9 ,000 ton order waa placed. These are 

t he tiret large ecale domestic rail or der a Unoe 1aat January, 

when about 73, 000 tone were ordered. 
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In addition to a dea.ire to anticipate deYelopmente arising 

out or the national defense program , other factors lending 
support to increased eqUipment buying are a continued better 

t han seasonal rise in frei ght car load1nge and an i.llproYed 
r ailroad earnings pi cture. EYen Vith no further gain in general 

business activity , freight oar loadings should rise t o around 

g30,000 care in the peak week in October on the baeie or the 

nor mal seasonal trend. Thie figure would be about 30 ,000 care 

under laet year's top , which va' t he highest eince 1930. 

Commodity prices lover 

Prices or raw industrial liAterials declined ete&dily las t 

week (see Chart 6), a continuation of the price weakness firet 

noticeable in the metal markets 1 .. ediately following the capit­

ul ation or France. Declining tendenoiee were noticeable in 

spot prices of steel scrap, copper, tin , rosin, flaxseed, bur­

l ap, rubber and silk, and additionally in futuree prices or 

l ead and ~inc . 

BeYeral intluencee eeem to haYe operated t o weaken pricee 

f or basic industrial materiale: (1) The cessation or French 
buying has reduced t he demand for Y&rious raw materiale, and 

has raised t he queetion whether certain aateri&le which the 
French OoYernment had on order ( notably copper) a1ght not 

come back onto the market . (2) There ie eoae fe eling that 
t he war aay haTe paaeed the etage or aost aotiYs using-up 

or ·raw uteriale and at an earlier date than had generally 

been expected. (3) Rumore or t he poeeibility of a negotiated 
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SecNt&!'Y Jlorgenthau - 6 

peace lut w elt, reinforced by ebarp gaine in Canadian and 
tNe eterling exchange, again directed attention to the poe­
B1b1lity of a eudden endlng of the war. (~) 'l'be oloting ot 
Weditel"l"&Dean -.rltete tor our produote aay ban bad ea.. 
intluenoe on pl"loee. 
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Price• or baeio toodetutre, on the whole , baYe continued 
to bold generally ete..Sy (refer to Obert 6) , although gra.ln 
prioe• turned downward at the end of tbi woelt. 'l'be relatln 
tiraneea ot toodatutt prioee it doubtless due in part to 
their preYioue extentiYe decline, a.nd perbape 1JI part to a 
growi ng realization ot the potential food requireaente ot 
Europe attar the war. 'l'be wheat crop 1JI Europe thle year 1e 
expected to be lowr than tor any other barY .. t elnce 1930, 
w1 th ~· cblet ehortage apparently in a belt extending troa 
Belgium aoroee Geraany through Ruaania and the Balltane. 
Among the baeio toodetutte, gaine were ehown lut week in epot 
prioee t or the tate and olle group, aeate, and eugar. 

'l'be broader indexe• ot oo~ity pl"lcee ban pereietently 
declined OYer the peat aonth or aore. (See ab&rt 7) In the 
week ended June 22, both the BLB all-coiiiDOdit!ee index and the 
BLS index ot raw -terial pl"loee bad loat aore than the teapo­
rary gain aade during April attar the lnYaeion ot Worwey. 

Weekly bueineea indexee 

'l'be Mew York !iaee index ot bueineee actiYity tor the 
week ending June 22 aoYed ahead tor the eighth ooneecutiYe 
weelt, although the rate or adY&noe elowed down oone1derabl:y. 
The gai.n tor the week, aaounting to .~. carr ied the index to 

. 102. 8. 

• 

!he pr1no1pal taotore 1n the p.1n were anot her contra­
aeaeonal l"lee in etool ingot production and a greater than 
aoaeonal inoreue in freight oar loadl.nge, a otual loadl.nge 
Naohing another now high tor the ;rear to date. '!'he only 
component• ot tho index to deol1ae were eleotrio power an4 
autoaobile pro&uotion. Electric power output declined oontra­
aeaeonally, and ta wigbted lntluenoe alaoet otteet tho rite 
1n eteel ingot production. 

Barron '• index ot bueineea aotl Y1 ty tor the week endlq 
June 22 a4Yanoed aore rapidl;J than the !S...B1 index, r1e1ng 
1.5 pointe to 111. 7 • 
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TREASURY DEPARTMENT 

INTII:R OI'I'ICII: COMMUNICATION 

DATK July, l, l9lio 

TO Seoretar,~ntbau 

Xr. Baa~ .... "'''"' 
SubJ ect: The E!!eot o! the War Criaia on Treaaur1 P1neno1ng 

Plana 

I. l'wldamental 81tuet1on Unchanged 

The war or1a1a a nd t he outlook !or greatlJ increased 
expen.d1 turee on armament• have a!! eo ted the Treaaur1 !1nano1ng 
p1oture pr1nc1pall f in the three following reapeote: 

(1) The aaount or aoner expected to be borrowed 
baa been greatlr increased. 

(2) The borrowing will probablf take plaoe under 
conditione or better bua1neea and more full 
employaent than might otberviee have been 
expected. 

(J) The debt author1~tion baa been increased by 
$4 billiona. The aatur1ty or all obligation• 
wb1oh aay be 1aeued under th1a inoreaaed 
author1£At1on 1a l1aited, however, to five 
;rear e. 

Tbeae obangee, while iaportant, are not aut!ioientlJ 
important to obange the fundamental Treaaur, !1nanoing plan. 
The two oond1t1ona which have been the foundation or Treaaurr 
f1nano1ng tor the paat ten ;rears atill parai~t. Theae are: 

(1) There ie at111 a large bodT or idle tunda 
preaa1ng t or inveetaent 1n Government aeour1-
tiea. 

(2) Deap1te the exietenoe of bottleneck• here a.nd 
there, there 1e etill • large bodT or uneaplo;red 
productive reaouroaa both labor end capital. 
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laoll or the .. ooD41 t1oa. llao aa 18pol'taat ooroll.&r7 
tor frMOIIJ'7 f1n&A01Dg pol10J, fll .. l &1'01 

(1) 

(2) 

II. 

Ao loDg •• 1411 twlde oont1n111 to preu tor 
1aYeetaent, no oo1ro1o11 or perouae1oa 11 
n11d1d to tao111t&tl freaoi&J'7 t1nano1ng. 
We aar oontinlle to rel7 llpon the otte1'1ag ot 
friOIIlJ'7 oecll1'1t1ee tor YoluntaJ'7 Ollbeor1ption 
unaoooap&Died b7 anr inteneiYe oell1ng ettort. 

I.e loag •• an illportant YOllllle ot prodl&ct1 Ye 
riiOI&l'oee oont1nll•• 1411, no ettort ellollld be 
aade to borrow tunde which wollld otllerwiee 
haYe been expended tor ooneuaption --i. e., 
no ettort ollollld be aade to etimllate eartng. 
An uple Yollllle ot tunde io now aft1lable tor 
1nYeetaent and a ellcoeeetlll driYe to etialllate 
I&Yin~• at the preeent time woUld aer1l7 poet­
pone the liqll14at1on ot ollr uneaploraent prob-
1•. ID tiae or war , with a tllll eaploraent 
ot Olll' prodllot1Ye tao1litiee, the eitllat1on 
wollld be quite different. Under 1uob con41t1onl 
an 1norea1e in I&Y1ng would be neoe1earr in 
order t o aYOid inflation. 

Iaoreaeed Desirability or 81111;! 8eollrit1el 
to Xnnotore other tliiii iilt1 

65 

file aoet 111portant etteot llpon fre&OIIJ'7 finano1ng plane 
of the ohallgee wh1ob haYe oocurrod du.r1ng the poet e1ghteeD 
aonthe ie to 1noreaee the dee1rabil1t7 of plao1ng GoYeraaent 
.. CNr1t1ee With 1nYeetore otllar than 'banlte. 

fb.e llol41nge of 41reot and gll&r&nteed UD1ted State• I 
leCilr1t1ee b7 all aot1Yo banlte inorea .. d abollt tl.4 bill1oao 
in the oalelldar roar 1939· Dllring the eue period til& total 
depol1to (exolud1ag 1nter-'banlt 4epoe1te) of tbeee banlt1 in-
oreaeed bJ $4.2 bill1one to t58.7 bi111one. fb1e 11 abollt 
8 poroent in exo••• of the aaount ot 1110h depoeite on J11ne JO, 
1929. Deaand dopoeite alone were 16 percent 1n exoeoo ot 
1929. 

81noe tho t1ret ot the roar the GoYernaent •eouritJ 
llol41nge ot all weekl7 reportiag ••ber ballko haYo i Doroaoed 
b7 a fllrtb.er $500 a1111one, and their total depooito (exolll4-
1JIC 1Dtol'-banlt depodto) han 1Doroaoe4 b7 an a441t1oDal 
$1.8 b1ll1on1. 
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seeret&r7 Morgentbau - 3 

Tnere ia notning alarming in t heee inoraaeee. Indeed, 
88 long aa unemployment contlnuee aubetantlal, an expaneion 
in the oi roulating mediWD can do no harm and h probabl:r a 
positive benefi t -- although it greatl:r inoreaaea our ulti­
mate pr oblea or credit oontrol. 

These 1noreaeea, however, f lue the taot that our 
proapeotlve total volume of new t nanolng haa been greatly 
1ncreaaed, pl~e the improvement 1n bualneaa which 1 e expected 
ae a result o the rearmament program, llte the t act that 
S4 billion• or new financing auat (by a a utor:r requirement) 
be 1aaued in the tora ot aecuritiea primar11J at tract ive to 
banks, do aeem to make it eapeoi all:r deairable that the ti­
nanoing with reapeot to which t he Secretary baa an option, 
should be placed eo far aa poaaible with inveatora ot her 
than banka. Even if a considerable et t or t i a made in th1a 
dir ection the banka aaem oertain to obtain a n ample euppl:r 
ot Government eeour1tiea during t he next rear or eo. 

68 

The be et wa:r of implementing t he polio:r Juat reooa­
mended aeeae to be t o reserve the approx1matel:r $2.8 billi ona 
remaintng under the regular debt authorization, plus auoh 
amounte ot this authori£ation a1 ma:r be retrieved b:r the 
maturitJ of outstanding aeouritiee (other than Treasury 
billa ) tor medium- a nd long-t erm financing, leaving all ahort­
te~ financing to be aooompliahed br national detenae oblige­
tiona. I t tb1a should appear inau!tioient, it might prove 
advie&ble to run ott the Treaaur:r billa i aauad under the 
regular authoriration, allowing their epproxia&te place in 
the market to be taken b:r obli gations ioeued under the 
national datenee authori£at1on. It ie probable, however, 
that before such action becomes advisable i ta necessi t y will 
have bean obviated b:r new legial ation with reepeot t o the 
debt Halt • 
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INT&R-OFFICIE COMMUNICATION 

H. C. Murp~ DAT1< July 1 , 194o 

SUbject: 

-.~ntbau 

Kr. Ha/~" 
ReTiorw ot the Boolt "How 
John MaJn&rd ~eynee 

to Pay tor the war• by 

'l'he ~eynee nan ot war t1nanoe hae attracted v1de­
apread attention in England, and would probably be atrongly 
urged uPOn the 'l'reaaury it the United Stat .. ehould be.,_, 
inTolTed in a war. It ie a plan ot war t1nanoe only, hov­
eTer, and ie not applicable to the United Statee under 
preaent conditione. 

'l'he out a tanding aeri te olai.Ded by Kr. ~eynee tor h1a 
plan are (l) that it would aToid inflation and eo lteep 
down the moner ooet ot the war, and (2) that it would plaoe 
the wa.r debt n the hande or tne ... e pereone vbo had aade 
the war eaoritioee. It the plan or eome equiTalent ot it 
1a not adopted, Kr. ~eynee oontende (l) that the total war 
ooet will be inoreaaed greatly by inflation, and (2) that 
the war debt will repreaent principally eaoritioea aa4e by 
the working olaee, but will be held principally by the 
upper-inooae olaaa - i.e. , that one olaee will haTe been 
rewarded tor the eaoritioee of another. 

'l'he .... nt1al feature ot the plan oonehh ot plao1ng 
a graduated proportion ot all inooau 1D bloolted aooounta. 
'l'he aaounte eo bloolted, after deduot1ng inooae taxee, would 
be in the nature ot toroed loane to the goTernaent, A eub­
etant1al proportion ot the total tunde eo rahed would be 
eeoured troa wage earner• and othere ln the lower-inooae 
groupe, 'l'h1e ie neoeuary in order to etteot the reduction 
in oiTilian ooneuaption neoeeeary tor the d1Tereion ot re­
eouroea to the war effort. ( 'l'he aaxlaua d1Tere1on poaeible 
by reduction ot the ooneuaption ot the upper-inooae groupe 
1a not euttio1ent to eupport a -Jor war effort.) 'l'li1 
greater part ot the d1Tereion ot l'unde troll the upper­
income groupe would be in the tors ot ~ ... howeTer, vh1l.e 
the greater part ot that troa the lower-1Dooae groupe would 
be in the tors ot toroed loane. 

Regraded Unclassified



!be ou,11ae ot 'b• reY1ew 11 •• to11ow1a 

1. llaokii'Oilll4 ot Mr. lqae•' Plan 

u. OaU1ae ot Ule Plu 

111. Vll4er111DC A11A11111 

!uat1oa Yl. 11orrow1111 

!be Pl'OOIII ot 'f'o1ua~ 
W.r-Mrrowlq 

l'f'. BaUoD&l.e ot ~~ P1u 

V. O~er P:ropo1&11 ot l(r. IIJDII 

(1) Ch1ldren 11 Al10W&DOII 

(2) Iron BaUon 

(3) P01t-war o.p1,a1 WYJ 
t 

1. Baokpouaot ot lfr. lep11' Plu 
• 

lfr. John *J'D&!'4 llrae•' plan ot war t1UDOe, tu-1' 
JN' to~ 1a a ••n•• ot arUol11 1n 'he Lollllon !1M1 
1&1' loY .. ber ao4 a.p11t114 1ll a br1et Mok pa611ihi4 tb11 
epnac, ba1 reoe1n4 a ere&' deal ot aueauoa 1a "'11•""'· 

!be pnao1p111 at u.. plan ao~' ~· aul.r11• 1lll4er1r-
1• 1' would be 1C111Al1r app11oabll 'o 'b1• ooua'rr 1ll oa•• 
ot war, aad would pro'bab1r be U:roDC1r urp4 l&J'OD u.. !reae­
•rr 1a IUoh &D IYID,. (lfr. JII'MI rz.aak hal alrea4J pro­
poNd U 1a a 11041t1e4 tol'll s.n u a44Joe•• 'o , ... Aft:7 ... 
OoUep. l n lbolll4 be ao'l4 •• ~· ou•'t IM••••r, ..._, 
Ule Plaa 11 u.l.S.oabll oalr llll4el' , ... 00114 UODI ot ttall. -­
ple,...,, tllaS.e& wo.l4 lie bn P' •'*'' eUber bf war or bf 
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8eoretar1 Xorgentbau - 3 

1ntene1~• preparation tor war. It 1e not applicable to the 
United 8tatee under preeent cond1t1one, and Xr. le1fte• 
would probabl7 be the laet to urge 1t at th1e time. 

II. Outl1n• ot the Plan 

Mr. le7nee 1e 1n ta~or ot t1nanc1ng ae large a portion 
ot the coat ot a war ettort ae practicable b7 direct -­
pr1nc1pall 7 1nooae -- taxation. Moet ot the coat not eo 
pro~1ded, he bel1e~e•, ehould be t1nanced b7 ooapuleorT 
borrowing. 

T!Ue borrowing would be 1n part troa the upper-inooae 
groupe, but aore largel1 troa the wage- and aalar7-earn1ng 
ol .. eee. In general, the hlgh.er-inooae groupe would be 
oalled upon to uke their oontribut1on to the war ettort 
princ1pall1 in the tora ot taxee, and the lower-incoae 
groupe pr1nc1pall.7 in the tora ot toroed lending to the 
gonrnaent. The loweet-incose groupe would be ex•pted 
cospletel7. 

The torced lending -- which Mr. le7nee calla b7 the 
pleaeanter term ot "deterred r-r• -- would be accoapl1ehed 
by pa71ng a portion (graduate n accordance wlth the eize 
ot the wage or ealar, and the taail7 reeponeibilitiee ot' 
the recipient) ot all wage• and ealariee in the tora ot 
blocked acoounte. Such account• would bear intereet at the 
rate of 2-172 percent, but, except in epecial eaergeno7 
caeee, would not be a~ailable tor expenditure until eose­
tlse atter the conclue1on or the war , aoet probabl7 during 
a poet-war elusp. 

Oo~er1111ent loane placed on a ~oluntar, bade 110uld not 
be entirel7 ellainated b7 the 117011 Plan, but prllllr7 re­
llance would be placed upon taxu and forced borrowing. 

The propoaal Juet outlined ie the eeeenoe o r the le7nee 
Plan. Mr. le7011 aleo aakee certain other euggeetione -­
notably ror 1 ohlldren 1 e allowancee•, tor an "iron ration•, 
and t or a 1 poet-war capital le.y• -- which be belle~e• would 
aake hie plan work aore aaootbl7 or more equltablf. Theee 
euggeetiona are not eeeential to the plan iteelt, bowe~er, 
and dieoueeion ot thea will, therefore, be deterred until 
the leet eeotion or thie aeaorandua. 
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III. Underlying Analyaia 

~~~n ••· Borrowing 

It hal long been reoogni~ed by eoonom1ets that eYery 
war muat be financed, 1n the laet analye1e, on a pay-as­
you-go ba1ie. The total amount wh1oh oan be deYoted to war 
expenses consists or the gross national i noome --i.e., the 
total national output -- leee the ooneumption or the oiY11-
1an population.• In order to aoh1eTe the maximum war effort 
the goYernaent mus~ eee to it that the national inooee·ie 
a1 large a1 poeeible, that the o1Yilian coneumoti on ie ae 
emall aa pouible, a.nd that the difference between them 1e 
dinrted to the goYernaent to be uaed tor the purpose or 
pro1eouting the war. Thil il the problea ot war finance. 

In order to 1ecure the diTereion to 1teelt or the whole 
exoe11 or the national inooae OYer oiYilian ooneuaption, the 
goTernaent baa two ioatruaente -- taxation and borrowing. 
To the extent that taxation il ••ailed or, the war il 
•rinanced" ae well ae •raallJ paid tor• on a paJ-ae-Jou-go 
bae11. To the extent that borrowing ie ayailed or, the 
pereone aaking the present eaorit1oes tor the war effort 
-- or, in an1 eYent, thoee aoquir1ng the bonde -- are g1Ten 
ola1ml on the future 1noome ot the community. The total 
1aoritice required tor the war errort mu1t be aade during 
the war, howeYer, ae there i1 no other wa1 in which the war 
can be fought. The fundamental d1tterenoe between taxation 
and borrowing 1e that taxation proYidea a final distribution 
or the burden aa it il being borne, while borrowing lea••• 
ita final dietribution to a poet-war reehuttl1ng. 

There ia another ouetou17 ditterenoe, howe•er, between 
taxation and borrowing. Taxation ia ooiiJ)ulaorJ, whereas bor­
rowing i1 Yoluntary. 'fhia doe1 not matter greatl7 as long 
ae the neoesea17 war effort requirea no more tunde than the 
oommunitJ ia wil ling to eaYe Yoluntar1ly at the preeent 
Price leYel. Modern warfare ie a YtrJ ooatl7 thing, boweYer, 

• The onl7 exoeptionl to thia oonaiat of drawing on 
a11tt1 and gold to tinanoe an untaYorable balance 
••nt1, and drawing on exiet1ng doaeetio etooke ot 
Neither ot theta would likelr be or iaportanoe in 
caae or the United Statal. 

foreign 
ot pa.J­
goode. 
the 
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and th1e oon41t1on 11 not ooe l1kel7 to 'be etten tult1lled.• 
When it 11 not, the gap ie aet 'b7 inflation w1th •er-7 v.n­
rortunate ooneequenoee. 

The Prooeu or Volllllta~>J War-'borrowiy 

A goYern.ent intent upon w1nning a war ie not likel7 
t o (and, Mr. le7nee 'belie•••· ehould not) let ecruplee or 
orthodox tinance preYent it rroa acquiring the aun1tione or 
other war goode wh1oh it neede, and wb1oh oan 'be phJe1oall7 
produced. It can and w1ll 111 thet the appropriate reeouroee 
are deYoted to producing thea, and that lavtul mon17 h 11&41 
aYa1la'ble tor purohaeing thea. !be tlow or goode aYaile'ble 
t or oiY1lian oon.uapt1on w1ll aooord1ngl7 'be reduced 'b7 the 
uov.nt or the goode required tor the wr ettort. 

'fh11 11 well and good 1t the uov.nt of purohaei.ng 
power r-ining in oirtl1an halide hae 'been re4uoed 'b7 
taxation and •olv.ntar7 loane to an u ov.n t euft1oient oD17 
to purohaee at the old price lnel the reduced uov.nt or 
goode re1111ining tor oiYilian ooneuapt1on. Thie ie not Yer-7 
11kelJ, howe•er, in Kr. IIJII11 1 opinion, oone1dering the 
i .. ene1t7 of aodern warfare and the relati't'e inettio&C7 or 
the inetruaent Of YOlunt&rJ 'borrowing. It the .. ount Of 
purohal1ng power re~~&ining in 01't'1l1an hande 11 acre than 
enough to purob&ee the goode a•aila'ble tor oiY111an oon­
euaption, prioee auet r1ee until the two are equated. 

lkloh a riee i n prioee inoreaeee the tlow of a one7 into 
the Treaeur7. The 1noreaeed national inooae ( in terae or 
aone7) wh1oh it oocaeione talle 1n the t1ret inetanoe prin­
c1pall7 into the halide or corporation• and of iD41rtduale in 
the h1gher-incoae 'braokete. A larse u oUDt of it, therefore, 
ie i•ed1atel7 41nrted t o the 'freaeurJ 'b7 the h1gb ratee 
ot wr taxation. Xoet or the re•1nder, turtberaore, can 
'be 'borrowed 'b7 the 'fre&IUrJ 'b7 aeane or 1 Yolunt&rJ1 loane. 
The 1 Yoluntai"J1 'borrow1ng 171tea, therefore, •••• to 'be 
operating IUOOI11tull7• 

i !lie new Brhiih bUdget propo111 war e.spenditur-11 (uo1\A4-
1ng the ordinarJ ooet or go•ern.ent) or en uount equal 
to about 110 percent or the national inooae at ita pre-war 
rate, or o•er one-t hird or the aaxiaua 1nooae wh1oh 
Mr. le7nee 'belieYee poee1'ble at the pre-war price lnel. 
The 'budcet figure, aoreoYer, hae 'been wlael7 orit1oi&e4 
ae too low, and the alternati't'l figure WU«seeted 'b7 the 
Eoonoailt 1e equa1 to about tvo-th1rde of the national 
inooae at 1te pre-war rate , or nearl7 6o peroent or the 
aaxiaua obtainable inooae at pre-war pr1oee ae 11t~ ted 
'b7 Xr. leJDee. Ger.&n7'• pre11nt war expenditure• are 
tet1aate4 to 'be equal to a'bollt 50 peroent of her national 
inoaae. 
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Secretary Morgentbau - 6 

ta1n 1 t. 

The working olau , hove•er, will no t eubeor1be a large 
proportion ot their inoreaea in vagea to war loana, nor will 
t hey ban to pay it away in taxa a . They Will try to apend 
i t on ooneuap tion. Tbie ia 1apoaaibla, hoveYer, ae the 
whole aaount ot goode &Y&1lable to be oonauaed ie det1n1tely 
11a1ted. They Will aucceed, therefore, aerely in bidding up 
prioaa, and eo again i noreadng t he aoney inooa.ea ot the 
upper-inooae olaaeee. Tbeee olaeeee v111, ae betore, pay 
away aoat ot the aoney eo reoe1Yed 1n war taxee and in aub­
eoriptione to war loane, ther eby again rel1eYing the posi­
tion or the Treasury. Tbe working olaea Will thereupon 
praee-tor another riee in wage ratee -- and eo on without 
determinate end. (In aotual practice, ot course, the 
prooaee oooura oontinuouely rather than by a aeries ot tite 
and etarte.) 

The onl:r t hing, Ie:rnee ea:ra, which preYente prioea 
troa aoYing rapidly akyvarda 1 a the lag between the riae in 
prioea and that in vagea. Tbie lag, be eatiaat ea, wae ap­
pr oxi aately one year during the laet war. It the lag bad 
been aborter or the war bad been longer, prioea would baTe 
riaen Without determinate limit. (Aa it waa, t he coat ot 
liY1ng i n England about doubled between 1914 and 191g.) 

SUch a proceaa ot inflation baa two Yery undeai.rable 
ooneequenoea. In the tirat place, 1t greatly inoreaaee 
the coat or the war. Ieyoea eatiaatea that at leaat 
'-2 billions or the '-7 billiona ot the Br1t11h d.ebt inoUM"ed 
during the laat war wae due to &'Voidable inflation. Tbia 
difficul t y ia aade doubl:r bad it prioea tall atter the war, 
ao that the debt incurred at a high prioe-le•el baa to be 
repaid at a lover one. 

£Tan more etr1k1~, hoveTer, in le10e1 1 opinion, ia 
the inequity or this •Toluntary borrowlng-intlation ayetea 
ot war t1nanoa. Aa already noted, taxation distributee the 
burden ot the war on a pay-aa-you-go baeia. BorroWing 
preeente a Yaetly d1tterent picture, hoveYer. Here, there 
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11 u uas1q 411PU'1t7 betveea eaor1t1oe aD4 l'ftU'Il. !be 
real bllr4tll 4hlr1q the war 11 borDe for the 110.t ]lU't b7 
the work1q olau .. 1a the tors of 1DOr .. ee4 labor &D4 a 
lower atall4ar4 of l1Y1q. WileD the etors 11 ln'er, how"er, 
the fru1te of th1e .. or1t1oe 1a the fol'll of so•ti'IIIMilt 
boD4e are held, aot b7 the l&bor1J11 olau .. who .. a. the 
eaor1f1oe, but bJ' the upper-1aooae olaeeee who aerel7 
profited b7 the lag betweeD pr1oee and wacee, aDd 1a.eete4 
a port1oD ot thelr prot1 ta 1n war loan e. It 1e the oor­
reot1oD ot th11 11lequ1t7 wh1oh ltJ'DII ola1ae 1e the .. Jor 
adYanta.ge of h11 plan. 

IT. Rationale of the Pl&D 

leJ'D .. etuta troa the preaiae (tor wh1oh he preaente 
aaple etat1et1oal juet1f1oat1oD) that the war o&nDot be t1-
DUOed b7 the noh &loDe, that eoae wol"k1J18 olaaa eaor1t1oe 
11 DeOIII&I'J'. !h1e eaor1f1oe auet take the fol'll ot a re­
duot.1oD 1D the peaoet1ae ltYel ot OODeuapUoa -- or, at the 
•er7 leaet, of torego1ns &DJ' 1Doreaae4 ooDeuapt1oD froa the 
prooeede of o•ert1ae wagea and other extra ooapeneat1on tor 
the 1noreaud labor rea.u1red 1D wart1ae. Aooept1Dg th11 
I&Or1f10I aa 1neY1table, he 11 OODOirned aerel7 that 1t 
ehollld t1n&ll7 1llllure to the benet1t ot the work1npen who 
aade 1t, rather thaD that 1t ahould t1nall7 be repreeented 
b7 bonde 1D the banda of the upper-1nooae olauee -- ae he 
bel1•••• to be the oaee wheD a .. jor war 11 t1nanoe4 b7 
Yolun tai'J' borrow1q. 

!he rationale ot the plan 11 nrJ' e1aple. Ill'. leJ'IIII 
propo11a: 

• 

(l) !bat the agrepte purohae1J18 power wh1oh aU 
••bare ot the oo-n1t7, r1oh aD4 poor alike, 
haYe aY&llable for n:peD41 ture llhollld be 
l1a1te4 to &D aaount eutf1o1nt to 'b1IJ' the 
&Ya1lable quant1t7 ot goode at pre-war pr1oee; 

(2) !bat &nJ' 1Doo.e wh1oh the aeabera ot the -
aun1t1 oolleot1YelJ' reoe1Ye 1n exoeea of th1e 
aaount ahould be appropr1ated b7 the goYerD­
••Dt for e:rpen41ture on behalf of the war ef­
fort; 

I 
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!bat th1e appropriation llbolll4 'be parU:r 'b:r 
aeane of tazee aDd partl:r 'b;r aa&De of toroad 
loane -- pn.&rU:r 'b;r tu .. in the oaee of 
the upper-inooae groupe and priaal'il:r 'b;r 
toroed loane ( 14ef erra4 pa:r• ) in tbe oaee of 
the lower-inooae groupe. • 

If thie ie not done, it ie Mr. le;rDee 1 oontention tbat 
the ooneuaption ot the working olaene will 'be equall;r re­
duoed 'b;r an iatlaUonar;r 1'1ee 1A pr1oee, aDd that thie r1ee 
will rreatl:r inoreaee the ooet of the war. ~heraore, 
the eaorit1oe wb1oh will ban 'beea 'borne 'b;r the wo~as 
olaeeee during the war will 'be repreeente4 prinoipall;r 'b;r 
goTersent de'bt held b:r the upper-inooae ola .. ee after Ue 
oloee. 

i The relationeblp between tbi oontrlbutione propoee4 tor 
the different inooae grouPe ie ebown ia the following 
table applicable to the earned inooae ot a aarried aan 
without dependente: 

Xnooae tu In- ..ain-
total inooae aD4 eurtu deferred 1DC . panble 1/ : i•-· . 

1.100 111 111 1.100 
200 111 ~ 1n 

~ ~ 
. 2j6 

68 ~1 6oo Ji 76 m 1,000 1,5 
2,000 • 562 ~~ 1,1!' 
5,000 2,~ 2,, 2 

10,000 ~· a 1,~6 ,,57 
20,000 1 ,014 1, 6 5,088 

100,000 80,768 ~.1, 15,099 

y Rit .. proY14e4 1a die i!lllo: 41 blia&it. 
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T. 0\her PJ"Opoaale of Mr. lunu 

the pl'Opoaal for 1 defel'l'e4 par• h the hear\ of \he 
lernu Pl an. the plan would wort and aoooapl11111 lh pur­
pOll br \he applloa\lon of \be 'deferred par1 pl'Opoeal 
alone. Mr. lernu' other pl'Opoeale are 1 ex\rae• deelr;ned 
to ll&lte the plan wort aore •oothlr or .ore eqv.itablr. 
!beee pl'OpOWI .. , be IU88&1'l~ed al follOWII 

( l) All allovanoe of 
be pe.ld 41reour 

eYerr depen4ent ob11d 
lrreepeoUYe of 1noo .. olaee of b1e 
parentl or ga.ar;Uan1. In the oaee o f \he 
uppe~iDOoae olauee, the freaiiU')' would ob­
talll an off'eet t o tb1e u ;pe n41 ture br \be 
el181.naUon of 4epen4ent ob1ld allowanoee 
for the lnooae tax. 

!ble pl'OJ)oeal 11 prlllar1l7 one for eooial 
refona, rather \ban tor war finance. fha 
rea eon tor 1 te 1ntl'OdlloUon lnw \be plan -­
apart fl'Oa llr. le711e11 undoubte417 llnoel'l 
de lire w apron the oon41 Uon of the 
un4erpr1Y1leged -- wa1 pl'Obablr to help en­
lilt the ~pport of the Labor Partr, which 
hae been notablr oool to the plan. 

(2) Il'On llaUon. !lie gonrnaent ebould eee to 
1\, D7 lllDildJ if DeOell&l'J, that a 81n18la 
rauon of neoeuarr arUolee ebould be anU­
able at DO ad't'anoe 1a prloee. 1.1 lonr; ae tba 
IO'f'erDaeDt INOOee4e iD \bl1 ea4eaYor, \he 
tra4e uniODI llhould &p'ee *t \be7 will DOt 
pre .. tor 11101"eaeed war;•• bioauee of \be 111-
oreaeed ooet of llrtnr;. 

the purpoee of tb1e pl'Opoeal ••••• to be to 
etrenp;tban the goYernunt 1 1 ban4 in eeek1Dg 
an &gl'l•ent wl\b the trade uniODI \ba\ O;beJ 
w111 not preu tor lnoreaeed wap;11 dllrlnr; \ba 
war beoauee of the 1norea1ed ooet of' 11Y1np;. 
It the ineU\uUon of \be 'il'OD rauon• h 
neoeuarr to a\ta.ln \Me end, 1t alr;b\ nen be 
0&1114 an eeeenU&l feature of \be plan, ae 1t 
h olear that nooeeetul pl'le•re on the part 
of the tra4e uione tor war;e ratee a4equte to 
8&1ata111 \he pre-ar etan4er4 of l1Y111p; WOIIl4 
Wl'lok the plDD OO-.>letel7• 
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SeoretarT Xorgentbau - 10 

Poet-war Capital Le-rr. 'nla pnrnant abollld 
\IJi!artiie to liqula&te a large porUon of the 
var debt b7 a oapital leT7 ude iae41atel7 
after the war -- and, if poaa1bla, before the 
oaaet of the poet-war aluap. 

'l'h1a 1a priur1l7 a refora rather than a war­
f1nanoe aea.ure, and one of 1ta collateral pur­
poaea ie 4oubtlen to aalte the plan aora 
palatable to the Labor Partr. 

J. oapi tal leTT, it ahollld be noted, 1a unau1 t­
able aa an inatruaent of war finance, aince it 
affect• aerel7 a re41atr1but1on of ex1at1ng 
wealth and not the 41Tera1on of currant 1ncoaa, 
aa 1a required for the war effort. 'l'h1a ob­
Jection 4oea not hold, howeTer, asa1nat lefD8a 1 

propoaad poet-war ltT7, aa 1ta purpoae 1a en­
t1relr 41atr1but1onal and eo w1th1n the thaoret-
1oal 11a1 ta of aoooapliahaent of a oap1 tal le't'J' • 

• 
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!U.EQR.li 8EIIT 

llaoD 

AIIERIOAII EIIBASSY 

LJ. BOiffiBME (FRANCE) 

FOR llATTHE118 FRO¥ THE TRUSURY. 

QRAT 

July 1 , 1940 

7 p;m. 

Federal REserve Bank of Hew York reqUEsts that 

following mceeage be communicated to Qovcrnor Janseen 

of the Nati~nal Bank of B•lgium: 

~UOTE. REferring your ""eeagc of June 26 through 

llatth•we. It is contrary t o our p olicy to hold any of 

e>ur own gold abroad and we would not with to carmnrk 

abroad 1n our Dlll:IE gold bElonging t o other p<>..rtio:s . 

If gold should be shipped to ue t o hold in our vaults 

under earmark for your account 1 t would of cours• bE 

eubj cot to current r.gulntione. Si.gn<d. J'cda:ral Ra:ecrn 

Bank of Hew York. 

E&:FL:Lft 

END QUOTE. 

HULL 
(J'L) 

17 

• 

Regraded Unclassified



RAW 

SEcrEtary of State, 

·~oshington . 

1913, July 1 . 

PLAIN 

London 

Dated July l , 1940. 

Rcc 1d. 1:45 p .m. 

FOR TREASURY ?RC~, 30Tl'C:R'iiORTH. 

1 . British Treasury advises that tnt management of 

78 

tbt Anglo-Chinese Stabilization Fund will shortly approach 

the A:ntrican banks in Shanghai and ask tthtthcr they will 

~akt available storage space for stocks of currency. As the 

' tuna hao sold stcrlina and acquired Chinese currency the 

amount of notes has increased ; thtot they do not w~~t to 

deposit so that they will not be used tor loans. No doubt 

due to the Far Eastern situation they intend to ship sez~t 

ot thtst notes which have bttn in Dong F~ng to Sbanghn1 tor 

satt-kttping and accord!nly thEir storage racilitits will 

be overcrowded. 

2. Supply cxpmditurt attcr otanding during the first .. 
three wE£1rs of June around STLO 60 million per week - 50-0/0 

above the April and !lay weekly averages jumped to over STLO 

70 mill i on last wte!c, bringing the deficit tor the first 

quarter Of the fiscal year to $~ 506. 7 million , in spitE 

ot O.."l increase i n revenue over the corresponding quartEr of 

last 

• 
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PAP -2- 1913, July 1 , !rao London 

l•e~ ;·tl!;.' OA s·n.r. 44 CJ1llion. This 1a al'1a:·s tht leanest 

rtvt11ue Q\\artcr. ThE deficit hno been rutt by STLG 44 i:11ll1on 

o;: sav111::; ctrtiflcatc (net) salEs, STLO 4S. 6 million of baby 

clt-'t'lO£ bonds subscriptions, from the ncu •on tap" ?.- l/2-ojo 

\14::' '!londs ( nhic~ raised STU: 42 . 7 :nl.llion 1n tivt dnys) 

3TL~ 003 lllillion of 3-0/0 nntional nar bonds rtocived !n the 

1'1 r~t fru ,-;cc:ts of t~c qunrtc-, and by an expansion in t>te 

floating debt of S~~ 173.~ ~llllon, thouzh the tender issue 

or Trtasur;:r bills inc1•castd ~y only STL(l- 39 n1111on durinc 

t h e quarto· . "7itto expenditure non at the rate of STLG 3 , 500 

-,uuon p<:r annum (1'ncludlnc debt chargES) ond Simo:1 1 n 

~ eptc-J> c-.• b\IC.3et btin.; for only S'l'LO 2, G67 million, the 

ncoe? ~itl' for a seco11d budC;ct ic obvious l.n spite of the 

tortilcCLlin~ purchase tax bill and the patriotic response 

ot 'avers large a.'ld snallo 

s. ">urthcr to the s ccond paragraph of my 1630 oS: 

.runt 1::;, lP·!~ , 1 p . :n. the Ban•: of En.;land today u!.ts bnnks ' 

ooopcratio~l in conJ?tlin.: li::t ot nUIIIlJtrs or bea:oc:r securiticr 

•rl'iC:::. ma:r have i'lllltn into encay bands, r1ith full partioulart 

'-liCl\ldin::; nruotea nnd at1d.rtss es o; beneficial 011ners 1 plac C 

OC: dti)osit , Cietinitive ntt1bcrs and dmominatians. Purely 

<lo1e!ltic accu.."iti ts of e,-,cty oooupied territories, accur1t1ce 

--it'1 no -.:.r!~et iu the United !Unedon, nnd sccur1t1 cs phyaicall 

hEld 
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PAP -~ 1!113, July 1 , from London 

:: £1.:1 1n the Uni ted Kingdou are not to be inoludtd o 

40 llptoia.l arran~tmtnta tor purohosc by c ertain bo1U.:e 

0:: ll•tno.P 1'ranc notes from mtmbcrs of Polish f orces at.ltiont c 

ll trt provide fo1• purchase by uni ts 0 1' these f orces on 1'r £­

a~.atio.l ot aut~ntioatcd lists of holdings . 

5. Dnnk o£ En.Jland today notifl.ca hanks of South 

Afri c:m rc&-ulatioll!l canpl.cntntln:; net" Uni ted Kin(idoo re­

.;ul:lt!.on 5 B (at£ dtapatc·: :-io. 5389 of June 10 and ttltgrOtJ 

l52J of June 5) . Par~cnta :~ cxport a to sterling area 

countries to be made in a stcrlin3 area currency; to Canada 

cncl .'cwl'ound:!-nnd in sterling obtn1ned from Canadian control; 

to ~Ethcrland• Indies in sttrlinc or Jova or Curacao cuildcrc 

to .\rc;c"ltinc, S\7 tdt:l and llou 'llnin in stcrUn~ fran special 

nccounts ; to Fr ench and 3cl:;1an CQpirca position to be olori­

t ird later , poymcnts for exports to the United States nod d£­

pcnuencl es or S\11 tztrl::nd to be r:111dc by sterling bill on 

orcd\t dr:um i n the United :.tn;;uo ... providing f or rcil:lburso:tcl 

i n dollarD or Sviss : r ancs respectively, or ln oterl~nv pur­

chnatd in t he United r~nsdam o~'1c1ol ooruct or in dolla~a 

or Swiss : r :mcs tx;lo:..•ts to other countri£"• in sterling nt 

p:-cn1:t . These provia iona do not ( r ep ea t not ) appl y to 

lou~:: Al'r'.oa:1 (or Southwest Afr' oa."l) exports in full'ill!ntnt 

ot cor.tr o.oto o;: sal£ entered i'lto p"<'1or to l!o.J 29, l.!l-!0. 

7h1J <) 1tZtr3 lrot:t UnitEd !angdtn rtJ11lllt1on ll3 indlcc.tEd 

in -:11 ro. 16'71 of .TunE 15th. • 
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81 Treaeury Depart011nt 
Division or Monetary Reeearon 

To: llisa Chauncey 

Froa: 8. D. lll:it.e 

This 1s a copy of t.he pre­
liminary draft which ~•nt to tho 
Secretary and "hich l undcrst.and 
t.he Secretary took to tho President . 

_f\_ 

liB . WIIITB 
Branch 2058 - Rooa 210 

• 
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hlJ' 1, 1,-o 

I!Pl!''W' rca"''"''' a 

1 . Dr. '· . ... o .. , Pr .. l ... t Ott tale llllak 0~ G!~Ua, 
waa 'Mlac anl-1J' .... u.,... a tow -~· ... •• tlao ... to 
roplaoo Dr. l'aq •• Pba11oo •inlator ot Oblll.a . ~ I 'btllon 
~ O.eralhd• laa4 ••• ~ ae to -.ner Jae w'al• 
tarrJ' .. , Ilia wlalaoe •• taUiahl1J' •• wwJ.• hac aa4 tllvo­
tvo Jaoa1tato4 at "" laat alawh to aako "" ahUt cl.oepUo 
tho wlcl.oapr eacl. 41eeat1ataot1oa wlth ruaa'• ropertt4 ~laa11o1al 
l u1tJ'. 

It Ia aot oorta1a --.~or ! . T. tooac la o.-p1ettlJ' 
1a epPatb7 wltll 0011Umao4 roahtaaoo t o lapu . Ia •J' oa .. , 
sooac 1a llar.U7 to 'M ~ nth tho e- oollftcl.oaoe •• 
1. P. Chen 'lltlo Jau Jwt rohrll .. to cnuaa. 

2. I pr .... Dr. 8 oo .. 1a Ptac to aak t or ttaaaoW 
&14 to Chlaa, ~bl7 1a t1ao toll'll ot a loa11 'by OIU' 

8bb1lhaUoa r.ac1, t or tho JIU'PMO ot atab11111 .. OMaoao 
_.roaoy. !. T. l!ooll& &114111' • .t.nllwr Ywq (one Ott tile 
tlaanolal a4Y1aore -- &II .-erloaa -- to tbe lat1onal OoYerll­
atnt ) lila Yo 'boon, tor aor , than a J'O&r, oacor to obtaln nab 
a l oaa. (!be ,..... waa 16 ooau lD the 'M&lalli .. ot tho 
auaor ot 19:591 .. rtaa tile .. :n tow-~ 1t cl.roppo4 to 
8 eo .. e, 4Hl1H4 paballJ' to ' ooate, aa4 1a llaJ' •~ tllla 
J'e&r tr.ppo• t o -.. ooata eoa tile • oport ot tho AftClo­
Cblaeao l!tuUbatloa r.aa ,.. roaoYo4. SU.o tb .. tho ,.... 
llae otroactJaoao4 aa4 l.a aow U'CrllM 't ooata.) !be t1JL&Ao1al 
.. _ltJ' la CliUaa teelt Ulat nell a loa11 1e eeeelltW to 
preYt .. eoll~e of tbo Cll1aoao .-rroaoy aa4 wltb 1t tho 
prootlao of latloaallat a.Yon.oat, aa4 al ae to aake 
poaallllo eoatl8a0cl. roalataa .. 'by ~ ... r111ae Wbe are 
npporh• wlth laU-1 tcwen.•t •~'~'-J"• 

lie 1a ~~ !NUU'J' llan atKl .. tile N UOJ' YtJ'7 
oaretlallJ aa4 •oJa u .. wtala to lao1p Cll1aa " 'M1lan tlaat 
a eta'bUlaaUoa 1oaa t o Gll1a 1a 'btJ'oa4 tile 1o&U1Hh aoopo 
Ott ov lltall111aat1aa ,._, .,_u••· 

8.: 
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(a) It 1a ftl' t .. llq '-"at Mt)a U.. 'lleaet1h M 

tae 1au ... 1 o.y,,_., trea ouJa a 1 ... aa4 t~to ._,,, 
ot 1111111lnt .. uap .. et tllo Glllaooo ,... uoo osag.J'ate« 
'117 prepoaont• ot a o\a'IIU1aaUM tlaa& 1-. 

('II) Ufor\o to ota'IIUuo tlt.o ,... oa11ot 'llo 
ouooutlll Ulloaa wo are wlllllla to looo lai'IO -· 
U U ~ .. 1'1111 to ob'IIU1ao tie ,... wUimat le .. et 
1&1'11 •-• bHa .. o Ulo lat1oaal hY11't1ao11t ot Chlaa *''' 
not llaYo •Ttlt.lal llppi'Molllal a4o.-ah Mati"'l onr 
foro,_. u~ope:rd1"' . n _., 'lie 'llorao 1a ala& 
~\ 'llotb te:ro aa4 Cblano 'llaak8 1a 1ahnaU~ 
a:raao, aa4 1a • a:r_. ..,..,,. de t .. to .Japaa .. o eo11trel 
,...,, 1a ,_. ep•aUoaa lllllab a:ro 11ot _._ eo11trel 
ot tie lat1 ... 11ot ._.,,....., . Att..,to to otabUlao 
tae,... ,....,. •• -uuoaa •~n• eal7 t o tlunoo 
taperh ua-HnaUaJ. to ~. eoaaan ., •• war, .- to 
faoU!tah lll.,Ulaato fi!Pt of oapUal1 all4 to proYlt!e 
t ordp oxola1110 tor tho .Japa11ou. tllo :rult ot lou 
111 OU1lportlac ihe JUU 1o •o .,..at, &114 tho at!Yaatqoo 
t o tbo bf!J'tl frulllft' u oaall , that ,.. wawl4 aot 
lie warr •f wUh h11d1 now 1a •• 
lta'b111a&UM h.a4. f Ule Un1h4 8tah o 1o r.a47 to 
lou 125 or 1100 alllloa 1a tbo oouoee ot a ,.ar or two, 
tho JU&II ozolla.,. oa11 be aaln\alnod at ooaotlllag lllt@ 
OUI'I'Oll\ lOYOll. WI tool , IIOWOYII', \bat lf tllo Un1to4 
Stahe 1o wllllag to enaa4 that ••II a14, 1t oM 'be 
tzhn4e4 tor acre etteet1Ye purpoo .. tllan an att o.-pte4 
eta'b111&a\loa ot tale n:rr .. o7, 

Wo a&DIIot, uder ol<bU.AI law, odoncl aoro orodU t o 
Ch.laa tbi"'~ \bo bport-Iaport Blullt. In aa7 oau, eztaaaloa 
ot n&rtber 1oane for the puopeee of oaa'lll lal Oblaa to 'lla7 
toro!p •nllan41oo h 11ot r ro.ate« "'-" Olllu oUll hal 
..,aUa'blo aoro fluid• tbaa ella oaa utUue for tlllo PIJ'PMO 
41U'laf tho Mat tOIU to IU IIM\IIa1 !'he llaaYorlal. ~4laf 
OorpOI'aUoll lao ao fa:r pl .. ee lou th&a t" a1111oa of oraore 
-..1aa1i tho 120 allllo11 vetit odoa4o4 to Cblaa b1l 
llpl'1q. Ia Ylow ot tllo 41ftln1Uu plaoo4 1a •• ]l&tll of 
tranopol'tlq 100t!e 1ato aroaa ..aor ~o eo11trol of tllo 
Oh1a11o l aUoaal CloYol"'Uleat, tbo 1aportat1oa of aoro \baa a 
fn a 1l l1o11 a aoat.ll 111\o Ohlaa 1• 1apoeo1bl a, Ooo4o are now 
p1lo4 Ill> ln lla1phoq, I.n4o O!l1na, aaA tho Japaao .. a:ro 
preYolltlq Y1M'IIal.l 7 aa7 ........ , ot ~ ti"'a Ia.,-C.Ill.aa 
to Oblaa. U 11 ollpooto4 tlla• tho Japaaou M7 ooatlaoato 
100418011 plh4 ap 111 11&1~111 a•Ulaf alll,.eat to l!lttae . 

/ 
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H.l!.Jr: 

Hsrol" 
Smith: 

R.K.Jr: 

S: 

f! .M.Jr: 

R.M.Jr: 

S: 

Hello, Harold. 

Yes. How are you? 

How are you? 

July l , l94o 
11:17 a.m. 

Say, I'm not only worried but contused 
about t he eub~iaeion or a"d1tional "•renee 
eatimates and I find -- I'm going over to 
the Vhlte Houee nov. I understand Knudsen 
end Johnson are being called ln. What I 
find is, confidentially , rrom the start over 
there that these propoeale were submitted by 
Johnson without being properly digested by 
the sta.rr and I think that there 1s a good 
deal or confusion over the whole matter. 
Plret, they ' re coming with a proposal tor 
equipping rour million men. 

How many? 

Four million, which doesn't show on the race 
or the thing at all and I think it'a going 
to literally scare hell out or the people 
or t his country, acme or whom think that the 
President le nov leading ua into war and eo 
on and so forth, entirely aside rrom the 
tlecal aspects or lt, i noreasing the debt 
limit very much further. Now I wondered -­
I got the Cabinet dlscuealon piecemeal from 
Johnson the other day when I was over to the 
White Souse after Cabi net meeting on Friday, 
and I wondered it you had any observations 
that you could give me on thia thing becauu 
I'm going to etlok my neck out over here 
because I find -- I 'm aure the President 
doesn't knov the story. 

Well , vhat I gathered was thie, Harold, 
that Johnson made the statement that he'd 
worked out t hie plan over a year ago vhlch 
ot course I believe 11 not the truth. 

Yeah. 
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H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr : 

S: 

R. M.Jr: 

S: 

R.M.Jr : 

S : 

- 2-

And that he'd gotten quite a little help 
troa Mr. Knudaen but the point ie, aa I gat 
it, they don't tael that, let'a .. y that it 
you giYe thea an order tor 1,000 engine• 
that that oarriea the .. nutaoturer, let'• 
aay tor arguaent, more than aix aontha. 
So ln order to f1Ye him two yeara' work 
eo he can plan t they're going to giYe 
hi• an order tor 4,ooo eng1naa. You eeet 

Y .. h. 

So that thia .. n can ut up the .. chinery 
and ao torth and ao on and plan to be able 
to produoa 4,000 eng1nee, but the thought 
ia that they won't g1Ye hia an order tor 
aore than a 1,000. In order to get --
now I'•e heard lnudaan drop acme r ... rka 
that there ien't enough money to give a 
tallow a big enough order eo he can plan 
tar enough in adYanoa. 

I think that'• right. 

And I think he'• aold that thing to Johneon 
and Johneon ie trying to ola1m the oredlt 
tor it the way he olaiaa eyerythlng and I 
think that it'a lnudaan troa tbe taw tiaee 
be'e seen ae hae telt that there 1an't enough 
orders to epread it oYer tar enough to 
intereet the a•erag,e unutaoturer. 

Yeah, but they got tour billion in there 
entirely apart troa that tor Yarioue 
aunitlone, a large part ot which will ba 
built in OoYernaant planta. 

Well, that I don't know but ...... 
Well, you eee, that eort ot g1Yea tbe lie 
to the program ae a whole. 

Well, the part that I piokad up here and 
there -- you are &eking ae, I can only --
1a that Wbat 1a tbe ph1loaophy beolt ot it? 
And I would .. 7 the t it' a tbe philoeophy 
ot Knudaen. 

87 

• 

Regraded Unclassified



, 

H.M.Jr: 

B: 

H. M.Jr: 

B: 

S.M.Jr : 

S: 

H. M.Jr: 

• 
8: 

H.M.Jr: 

B: 

- '-
But rou •ar on top ot that ia t our blll1on 
to aotuallr put ordera. Wall, that I 
didn't know. 

Well, Jobnaon gaYe ae the iapre1aion that 
aoae oo .. 1taenta bad been aade at the 
Cabinet aeeting on a aort ot political 
bad a. 

No, no. 

And I couldn't quite aee that. 

No , be wae begging the Preei dent to get 
tb11 up M.ondar and there were no ooaaltaenta 
that I heard aade br anrbod7. 

:leah, and be want a 1 t eubai tted 1'uea4&1 to 
Congreee -- t oaorrow - - and we b&Yen't eYan 
got an eatiaate ret. 

And quite the oontrarr, he eaid it would be 
t5 billion and the Preeident laid, are rou 
eure that the Congre11 will aooept that large 
an appropriation on top ot what tbe7 have? 
He 1&14, atter all, there 1• onl7 10 auob 
•oney to .go around. And Jobneon' e anewer 
waa a eort ot a l augh. Now the President 
eaid, are rou eu.re ot rour tac te, Louie, 
are rou eure Congreae will take 1t. And be 
eaid, rea, tbe7 1ll l1ke it, but the Preaident 
ude no co.aitaent Wblle I waa t here • 

That' s what I want to know. That'• t1ne. 
• 

Well, tor Ood'a aake let ae know after J OU 
know What 1 t '• all about . 

Yeah. All right. Thank rou. 
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8enator 
Robert 
Wagner: 

H.M.Jr: 

W: 

B.M.J'r: 

W: 

H.M.Jr : 

'II: 

H. II. Jr: 

W: 

H.II.Jr: 

W: 

H.II.Jr: 

'II : 

R. II.Jr : 

W: .. 
H.II.Jr: 

W: 

H.M. Jr: 

'II : 

Bello, Rani'J. 

Hello, Bob. 

Bow are 7ou? 

Oh, wonderful. 

Jul7 1, 19"10 
4:20 p.a. 

Good - I'm glad to bear that. I'a glad 
there'• eoaebod7 that '• wonderful. 

Yeah. 

8&7, Beni'J, I'm eort ot a - 70u know, a 
etreet sweeper and all that. 

Are JOU a atraat walkert 

Well, not quite. I h&•en't reaobed that-­
that might coae Jet. 

I eee. 

And we're working up on a plattora 70u 
know. 

Ob. 

And 70u know I'• Juet a eu7 that eite 
around and ie auppo .. d t o be obairaan and · 

• Juet doee the oborae, and I would lUte to 
get, it I oould, troe 70u - or 1t 70u want 
to aeaign aoaebo4T t o it - a aona7 plank. 

A aona7 plank . 

Wall, frea•UI'J plank - - Vbata•er JOU want 
to 1noluda 1n 1t, JOU know. 

All r1gbt, I'll t1x 70u up one. 

W1ll JOllf 

Do 70u want 1t hard or eottt 

Wall, I'a tor bard aone7. 
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R.M.Jr: 

W: 

H.M.Jr: 

W: 

R.M.Jr : 

W: 

B.M. Jr: 

W: 

B.M.Jr : 

V: 

R.M.Jr: 

W: 

H.M.Jr : 

W: 

-I-

0. 11:. (Leupl) 

lfhn to J'CN lllppOII \hat Will -e aloqt 

Well, I tb1nk 1t'• Ja•t •••••• 

We ' re all late tb11 7ear, JW ·know. 
I 4on't know -.,. I th1nlt 1t'• ...... 

Ob, I'll tl"7 to aet 1t t o J08 b7 We4nei4&J. 

Ob, \hat 1 1 won4ertul. 

lfbat' 

~t'a t1ne. 

I oao 4o 1t Jult •• well b7 We4ne•4&7 aa 
I oan a J'l&l" ti'OII We4nei4&J. 

e Yeab. All r1abt , leDl"J. 

Yeab, I'll t1x J'OU up ao•eth1na. 

~ JOU, 

~ J'OU . 

Ooo4-b7e. 
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~ Aaerloaa Oou111a~, I'llallaatla, Oh111a 
!1-a Cllmapt ng &114 •• a. 

•o.1 20 

llABI .1'1117 1, 1940, 10 a. a. 

W1th referenoe to export• of tung oU &114 other 

produota, the 1ooel ll&lla8Dr of r oo lbing lloepe•:r telle 

91 

ua that it ie not olear at the preaent ti .. whether there 

vUl be a etopping of export_1 of tUQSOil &114 other pro4uote 

b:r wa:r of Haiphong. Be baa 8\IUDited to hie aa111 ott1oe, 

wtlioh ia 1ooated 1A Clmma:t'DC• that an oftioe be epeu4 

b;r the UD1 nreel 1'2'141ng Ooapan;r 1A YVI!IItllfll &114 that 

inatead of taking title to tung oil lhi~enta in Baiphoq, 

that ooapan;r tU. title here in tlulnan1'u. t1D1ft%'ael 

'l'r..Ung Oompan;r oould elao be ~inted agent to handle 

other produote. 

It 11 11t1aated that the pruent tung oil etooke 

in Yunnantla are 1,100 tou. It ie eaid that there are 

enerel hundred tone in rrenoh I114ooh111&; a ehi~ent --
aade on June 20 wu the 1ut froa here. !be arranguent 

wtlioh 'IIU aczoeld upon 111 th Jouthwet '1'raneportat10A 

Ooapan;r laet rebruar;r ia et111 in foroe, and 1t suollne 

f or t'uel &114 atlll 4ruaa for oontainere oan be aeov.ct, 

it 11 thougtlt that there are enougtl truoke a't'a1la111le to 

take oare of export• of tunc oil. U the IJI4ooh111& route 

lhGal4 
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8holll4 lie ou• ott, u 11a1 lie 41ft1o11l' h upon otMP 

pP0411o'•• 1Dolu41q UD. ~Qono of 'bP1oUoo ~ 1111' 

pPo••• u.. .U owoka of 'bP1ou .. UJ'O ooui•' of 

1,010 o .... l eo o .. oo of 'I'&U1' ••ook froa C!bft•lt'DC 

aN 1Dol114o4 1a ~· -•· ..... uJ' 1,300 o ........ 

unppocl w Hlllp!loar. u 1o po .. 1'blo ~' a peon ot ~. 

unpuD' 1o dill 1a ID4ooh1A&o A 40IIJ)&hb follon 'bJ' 

lllraaU. !bio •••..P 1o 'bo1DC oin' k ~ Dopal'aOD' 

'bJ' wq of cn.vDSk' DCo 

tlcaJliGI 

S2 

Regraded Unclassified



R8 EXCESS PIIOPITS TAX J'uly l , 1940 
9 a45 a ••• 

Pr e aentt 

B, II, Jra 

~r_leaua 

H. M. Jra 

Sullivan a 

llagilla 

Bella 

H. W. J ra 

Sulli YIIIl l 

B. N. Jra -

Kr. SullJ. van 
Mr. Tarleau 
lolr . Bl.ough 
Mr. Bell 
Mr. Magill 
Nr . Bel verJ.ng 
Sllll& tor Harrison 
Congressman Doughten 
Congressman Cooper 
Jir • St&ml!l 
Kr. Paul 

Well, I am sor ry to ruin a lot ot p41ople • s 
vacations . I cue back from the White Houae 
and boped I couldn ' t get ll&rrieon and Doughton, 
1n Wbich I wae aucceaatul. I ,_nked Tarleau 
ott a boet. 

Did you get rid ot your ticketat 

Yes , sJ.r, I got rid ot them. 

You look like a new man. 

Thank you. 

You are unlucky, Jphn. 

I don ' t see any reaaoo f or hJ.m going back, He 
recouped very fast. 

I bave got fif teen minutes. Suppose I look thJ.a 
over. I thi.nk thla 1a a good start. It 1a a 
good foundation to work on, but I would lJ.ke to 
aak these gentlemen Wbile the7 are h ere, 1a there 
an7 unanindty ot opini on amcngat the people here 
•• to what form thla exoeae protita tax ahoul4 
taket 

Incidentally, Wben the Pree1dent aaked 1118 Frlda7, 
he aaid, -sow long before we can get itt• I told 
him a week. 

A weelc. f or wbatt 

For a b111, I oouldn' t axpla1n to hJ.m that it 
would t*• t our ...,ntha to do a bill. 
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SUllivan & 

li,J4.Jra 

SUllivan & 

li.II . Jra 

llagilll 

H.U.Jra 

l.!&gilll 

H.loi.Jra 

L!&g1lla 

H.W. Jra 

94 

- 2 -

We didn ' t say four. 

Well, three . 

Wa said two. 

Be put it t h1a way. He aaid, •can you do 
1t 1n a weekt" And I said, lt'fea.• 

To answer your other question, none of ua 
have talked together at length this aornlng. 
We got together shortly before we came 1n 
here. I guess all of ua have read th1a , I 
haven' t talked to Paul, tor 1natance, at all 
about it. 'l'h1a mesaage, aa you -Y have 
noticed, ia open-ended on that point, for that 
reason. 'lhat ia, there ia tha main question 
of poliC7 to be settled at the outset, which 
hasn ' t been settled and consequently this was 
drawn to cover either possibility, namely, that 
the excessiveness of profits should be deter­
mined on the baaia of average eam1ng over soma 
previous period of time or that the excessivanaas 
of profits should be determined with respect 
to some return on the investment. 

Tha avera~e over, say, three years, ror example, 
or beginning over a certain percentage. 

'l'hat 1a r1g)lt . Now, the following amendment 
whiCh followed the war excess profits tax that 
we had before was on the basis of percentage 
ot the 1nveatmant. 'l'h&t 1a much the IIO)re .u.rn­
cult fo rm or exceaa prot1ta tax to draw than 
to administer. lily own op1n1on would be that 
aa an economic or acad., if you wish , -tter, 
it is the fairer . 

Which one' 

The one -..tlicb .a~tea uae of invested capital or 
that aaya --

Kay I - I have run into - one peraon refera to 
a1x percent and he lceapa the -chin• toola in 
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Magill I 

R. l:.Jr: 

Paul: 

l!ag1lll 

ll&g1ll l 

n .M. Jr: 

Paul: 

95 
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the buaineaa, maan1ng the tota l equip111ent. Be 
estimates the total plant and tools , and ao forth, 
and lumps them all together into a phrase called 
machine tools. Ia that the sort of thing you 
meant And that ought - on the total invested 
capita l , be f i gures that everythi ng over six 
percent and. everything over tour percent - -

'lhat 1s essentially tho idea. Oo into General 
Motors and determine --

In machine tools , he doe an 1 t mean machine tools. 
He moans the invested capital in tho plant. 

I imagine so, yea . 

That is probably the same t hing. You can sea 
tho difficulty. You go in and you ~ermine 
what to - to use your phrase - what !be machine 
tools in General Motors are, what is the capi tal 
which i s employed in the bus iness , Now, that 
ia a hard job, you can see, without going i nto 
the question in detail. You decide that ia a 
billion dollars, Well then, having dec i ded that , 
you say, ~ell, all right, we will allow General 
~otors six percent or eight percent, • or what­
ever it is on that investment and then you say, 
"We will take t wenty , thirty, whatever percent 
ot the excoaa wh i ch General ~otora makes over 
that t1gu.re." '!'he other pose1b1l1ty 

That was tho LaFollette bill. 

'lhat waa the LaFollette bill and that was tho 
bill almply which we ended up tho last war with , 
the same thing. 

As I understand it - I am groping my way. I 
wish I had an hour and ten minutu. '!'he English 
do it on a three-year ba sis and let the manu­
facturer pi ck his year. 

England's taxes are on a totally different 
th&o1.'7• It is the other aobool or thought , a a 
I understand i t , 

• 
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B. :A . Jra 

Paula 

H. M.Jra 

lo!t.gillt 

H. !.1 . Jr t 

Mag1llt 

H. M. Jra 

Jlt.6Ult 

BloUSh t 

llt.g1llt 

sa 
. ~ . . ... ~ . .. ·-

-. -
What 1a tbatt 

The other aebool or thought 1e that we allow 
'JOU to cona1der aa non exc .. e the protlta in 
a certain eo-called r epreaentat ive period 
before the war. You can piclc 70ur 7ear 1t 
70u want or 'JOU can have an average or three 
or tour or t lve 7eara and we won• t pa7 an7 
a ttention to lnveated capital. We will aimpl7 
tax those protl te 11h1cb 'JOU make toda7 above 
that anl'llge. That 1a the other aehool or 
thoUSht . 

Well, I th1nk we are talking about the aBIDe 
thing. 

That la right. 

Ae I understand it. 

You eee, you have got tbeee two , Mr. Secretary, 
alternatives that 'JOU can f i gure the one wa7 
or you can figure the other, and England baa 
adopted one scheme --

And England leta them p1clc the year, too. 

'l'h&t 1s right . 

'lhe EngJ.1ah let 'JCU p1clc · ~s. ' ~6, or the average 
or · ~s . · ~6 and ' S7 aa the pre-war co~ative 
'Je&ra. canada allow• 'JOU to pick the three out 
or tour. It ia the aame principle, but different 
7eara. 

You can aee how that woz1u. When I waa here 'JCU 
would find in BloUSh'• d1viaion co~putat1ona which 
were made to r var1oua linea or 1nduatr.,. aa to 
11h&t bad happened to protih during t he depre­
ciati on period. Row, or courae , 11ht.t 'JCU would 
tind would be 1n a thing Uke the tobacco 1nduatr.,. 
that the prot1ta bad kept prett:r 11111cb on the 
level. I auppoae the7 have increased a little. 
'l'he depreciation baa bad ver.,. little effect 
em protlta. 11hereaa, in other i .nduatr1ea, a&7 
ateel, th ey bad an eno~ua effect on prot1ta • 

• 
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Blough: 

Paul: 

Magill: 

H. JI. Jr: 

l!agill : 

H. !1 . Jr: 

- 5 -

You can sea , hence, that the excess prof its 
tax on the canadian or English design wouldn 't 
necessarily have anything at all to do nth 
the percentage of income on the invastcent. 

Or w1 th defense. 

Generally speaking, the old fashioned or last 
war special tax is based on a concept of e xcess 
profi ta above the normal retum on investment, 
whereas tho other side, tho British-canadian 
present type , allows all concerns that have 
bean making money or making good profits before 
the war to capitalize those profits into thei r 
base, so that t he former type , tho old fashioned 
type, promised to be mora of an excess profits 
tax and t he latter type t ends to be more of a 
war profits tax. Those are your two basic con­
cepts and dacls1on has to be made either between 
them or on aome compromise basis embracing both, 
which can be done. 

As I have said, this proposed method dodges -
and I say Lhat not in criticism, but because 
the boyo knew they were dodging. 

They aaked me for gui dance and I coul dn 1 t give 
them any gui dance. 

Here on t he f irst page in the mi ddle , it 
"Some persona and some business concerns 
make greater profits than they should. • 
course, your quest ion of --

s ays , 
will 
or 

Let me Jus t , at the outset , t ell you bow I feel 
about 1t , because I realize there are all sorts 
of administrative diff iculties and everything 
else. '!'he way I feel about it as, so to speak , 
the man 1n the street, ths kind o f profits that 
I would like to el.1m1nate are those that a 
zan will make througll manufacturing things or 
merchandiee to kill people. In other words , 1t 
t his man baa a business and he goes along and 
1s making ao much· money and has made it, but 
now he suddenly gets part or th is big rearmament 
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program and his profita JUIIIP, I th1nk that 110na;r 
which he makes out or thle reat'lll&lllent program 
should be taxed to the limit. 

Helveri nga There is ~re war profits tax tban strictly taxes. 

Paula Bvan more narrowly, your concept ia merely a tax 
on the manu!'acturer or munitions or instruments 
or war, whereas even a war profits tax wou.ld be 
broader than that. 

Tarleau a 

H. M. Jra 

Sullivan a 

II. ~ • J%'1 

Sull1 van a 

H. M. Jra 

Sullivan : 

• 

llr. Secretar;r, you cean more or a -r contracts 
tax. It doesn't have to be munitions theJ:Selvea , 
but an.yth1ng. 

Here is the thing. I suppose I ousnt to sit and 
listen befor e I express ~salt, but it in this 
new bill something could be done ao that we could 
elimlnato the Vinson-Tr&Dlell and have thla 
thing take its place , you see --

You mean, have Vinson- Trammell applicable to all 
A~ and Navy contracts? 

Possibly, and then there ia this whole question, 
it in this thing we are smart enough - I mean, 
we want these people to go ahead and manu!'acture 
tanks and guns, and eo forth and so on, and at 
the same time you can't expect to have universal 
service, et cetera, at cetera, it a couple or 
thousand men are going to get rich and the other 
tallows are going to gi ve their lives. That ia 
the thing you have got to be able to do and I 
don ' t know an:r better answer to the criticism 
that we are the war party than t o take the prof its 
out o~ war. That is th e beat answer I know. 

The eaay anawer to What you have just talked 
about is the a pplication or Vinaon- Tr-ammell 
t o all Army and Navy contracts , but you aee 
your exceaa proti ta 

What 1s 1t applying to nowt 

Nothing except naval veaaela and ~ and Navy 
airc~t. !<ow, I underatand that llr. Foley 
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called 1n Fri day and eaid that he was pMparing 
some language to recommend the repeal of 
Vinson-T~ell. 

'!he trouble w1 th Foley 1s, we are all jammed 
up. He baa got Professor Chamberlain 1n today 
working on something else wi th ua and other­
wiao I would have Foley in, but we have got 
Chamberlai n down there todo.y on some or thia 
f rozen assets business, so I mean I have juet 
go t to take care of Professor Chamberla in. 

Paul , just remember this. I bark out, but I 
don 't t ell you what t o do. I liaten. 

( Congressman Doughton and Congressman Cooper 
enter the conference) 

I euess Pat will be along any minute. I hope 
I di dn ' t apoil your week- end . 
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Next time you want to give me over thirty minutes 
notice . I got a message about 10:00 or ll tOO o ' clock 
Saturday morning and I went dO?n t o Albermarle and 
the Governor was t o make t he principal address at 
a big park dedication and I found a wire saying I 

was summoned to be here for a very important con­
terence a t 10 : 00 o ' clock. 

riell, I will tell you exactly. I lett Cabinet 
somewhere around ~ t 00 o 1 clock and I came up here 
and I called up l4rs . McCandl1as. 

Couldn't you get ~ off1cet 

I called your of f ice fi rst and if you wanted to 
know, there wasn't a damned person there. 

4:00 o'elockt 

Yea . 

I am glad to know th4 t . 'lba t was Priday, waso 1 t 
itt 

It you want the exact time, I will give you 
tba exact time. 
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I thought it wae a 11 t tle a trange coming f rom 
t he Collllli ttee. 

I called 70ur off ice --

That •• Frida7 night, wam•t i tt 

Yea air, and I got word that the f urniture 
waa t here but there waa nobody eitting in it. 

Well , it waa a bout 4100 o 1 ol ook Priday after­
noon Yohen Mra . Mc0andl1ea came down and told 
me - rq office - and ea1d that the Secretary ' s 
o f f i ce had juat called and want~ ua there -
here thia oom1ng at 10100 o ' cl ock and aa1d 
ahe --

4115. 

Well , about 4115. And of course ahe ~ted to 
know what to do about it. She aa1d aha wae 
juat tilting to wire you and I told her to do 
that, to wire you immediately, and I dictated 
to her what to aay to you and eo ehe aent the 
telegram immediately and had the paper 1n the 
t ypewri ter while I waa talldng to her, eo that 
wae about 4 zl 5 or 4 z20 Fr1da7 a fternoon . 

I called and aaked t or ,-ou personally and then 
when I couldn't get ,-ou, they aaid the only 
person the,- knew who coul~ talk waa loire. llc­
Candlin and I didn 1 t know who ahe wae, but 
the boya aaid ahe wae oka,- . 
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She ia aaaiet ant clerk of the Waye and Ileana 
Committee, She got hold of me imlllediatelT 
and I dictated that telegram to aend to ,.ou and 
I told her to get i t ott at once , eo ehe got it 
ott right away. I t1gur~ t o get it to you aa 
quick ae poea1ble eo ,-ou could IIISJ<e ,.our arrange­
.enta. 

Well, tbat ia all riJbt, I rode trom l OzOO laet 
night to lltOO this 1110rning to get ha.re. 

,I 

• 
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You look f resh aa a beN7, 

That ia .nat makes JOU f~eah, wo~k . If you 
want to kill one or 71f1 family , Just let th-
reat. Tbey don't count at all , 

H. M.Jr r Did Congressman J ere Cooper send you any 
strawberries this year with a girl to deliver 
them! 

Doughtonr I seem t:o be very forgetful , 

Cooper r I didn't get any this year, Henry. 

H. lt.Jrl II)" crop was almost a failure . I am taking it 
off aa a lose against 7lf1 1nco- tax, 

Cooper r Tbe crop was very good down in 1111 district. 
They d1dn' t send any this year. l"lhat he 1a 
getting at , last yea.r t he Chamber or Commerce 
1n 7lf1 town had a crete of strawberries picked 
early one morning and sent by plane and I · 
delivered it to the President at 4 r00 o •elock 
that afternoon. 

R. J4 , Jr: And with the asa1atance --

Cooper : Yea , they specified that a young lady had to 
make the preoentat1on, so I had to dig up a 
girl here fr~ that town going to school ove~ 
1n Balt1mo~e . I had to get her over here from 
Baltimore to be at the White House to deli ver 
those berries. She was the only one I could 
find froM that town anywhere around here . 

II , J.!, Jrz Shall we start o~ shell "e wait f or PatT 

• Do\!Shtonl Oh, I thinlc we can wa.it a little on hilll. Pe~-
hapa you are 1n a bigger hurry than we are. 

Cooperz 

'lbat ia going on 1n the Rouse th1a 1110mingT 

Tbe same ca~endar today and a priftte calendar 
ta:10rrow. 

(Senator Han1aon and Jo!r , Sta- ent er the 
conference) 

• 
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Pat, I just remarked When I came in here that 
i t doesn' t look any too good to me, T.b.i a gang 
is pretty honest tor me to have to get into. 

I just go t back t:rom a trip t o reat up. 

Get a good restY You look it, 

Well , I was down 1n Whi te Sulphur. 

Did you know that jua t 
t ax b1ll was approved Y 
on around bereT 

a week ago tomorrow a 
flhat 1n bell 1s going 

H. U.Jr: Well , the trouble is we have Cabinet every so 
often. 'lYe shoul dn 1 t have Cabinet. 

Ha r rison: Maybe when you get a different gr oup up there , 
ae I ua&erstand you a r e proposing , we mi ght 
get a ldlg better. 

H. V. . Jr: Opposing or proposing! 

Harrison : Tha t is being proposed . 
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H .~ . Jr 1 Yes, and you see the Vice President keeps telling 
me that he sees you at breakfas t or lunch or 
supper over at the hotel there , 

Cooper: We eat supper together. 

H.M. J r: And you are all hell bent tor an excess profi t s 
t ax and keep rubbing that 1.n on him, 

Cooper : \'/ell, I want to swaar him before be testi fies 
IIIUch fUrther . 

I! . M. Jr: Anyway, they brought it up a ga in and I r e viewed 
the situation o.nd told the President that you 
three gentlemen - that nobody could have cooper­
ated with the Treasury finer and a t no time 
since I had been here had the President bothered 
aa little as he had on this bill. I said he 
had just had t wo telephone calla and t hat is 
all he ever was bothered, .which he allowed. 
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Now, what be started to oay was , he wanted 
to send a message up today to Congress on 
excess profits, so I said, well, he couldn ' t 
do that because you gentlemen had been so 
fine and unti l we did anything I wanted to 
talk it over, so he said fine , to get you 
all together and talk it over, but be seei!IS 
to think that COngress 1a going to be here 
a while and why wait until October first , and 
if we are going to have an exeeas profits or 
war profits bill , we might better go to it. 

Let me ask you, what 1a hie main IDOtivating 
reason! Is it t he political aituationT 

Well , I don't think you are very far wro.ng. 

If it is polities, that is one thing. Now, 
if it is not , there 1e nothin.g t o it unless 
there is some political advan t age in it. 

I would say tbnt politics had something to do 
wi th it. 

Well , that is the way it looks to me. Well, 
the situation is just this --

I say be asked me the ques t ion, COoper asked 
mo a very ll!llbarrasaing oueation. He asked ma 
whether politics had anything to do with 1t 
and I said I thought it did have ao~ething 
to do with u; 

That 1a what everybody alae will think now, 
isn't itt 
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So be will ask me tbeae embarrassing questions. 

I wouldn ' t have done that in an open committee 
meeting up there, but I assume that you have 
thia room insulated here , but that is the way 
it impressed me, that it must be poli ties. I 
can ' t see anything alee 1n it. 

'ile have a ll colllllitted ourselves to aome kind 
of an excess profits t AX and we have gone 
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on record a.nd published it to the world . Your 
eJtpert here aa1d it '~<ould talce h1lll aixt7 daya 
to get ready to do anything. r.bat e&n we do! 
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Well , he baa had a week's vacation and he teela 
entirely different. 

So tar aa hie sending us a meaaage , we have just 
sent him one. 

Wh& t was that! 

The Ylaya and Neana Committee 1nc:luded the state­
ment prepared for you in our c:CD~tittee report 
and t he c:ontereea on the tax bill, Senator 
Barruon' a group and our group, adopted a 
resolution in the conference , eo we have aent 
the President a message already. 

f brought that to hie attention and the attention 
of the Vice President. I said that everybody 
had kep t faith all along the line and that they 
were to bring in a report on the f irst of October 
and the President said, "That 1a very nice. I 
saw that . " He aa1d, "I think thia is the first 
move tba t we should make now. " Now, I didn 1 t 
say it, but 1n the room hera we are all among 
friends and I think he telt that 1n view or the 
tact t hat Ur. Willkie waa the candidate , this 
should be the first move. He dldn 1 t make it a a 
plain as that , but I can do a little readin.g 
between the linea and everybody seemed to think 
eo, that t hia should be the first move. 

Without attempting to boast at all , I think we 
did the smoothest job 1n th8 committee on that 
statement you (Sullivan) drafted that I have aver 
seen done . 

I lmo• you did. 

Because that came auddenlJ without an)' advance 
notice or ~ and I jockeJad the thing aro\md 
eo that I got it unanlmoualJ agreed to 1n the 
committee and they neve r did get their eyea 
open at all unti l it waa all over. 
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I ban been here seven ;reara and 1n the whole 
time I have been here, there baa never been 
a tax bill tbat went tlu'ough aa eaa;r, raised 
aa much 1a0ne;r or bothered the White Bouse aa 
little. I don ' t know - with the exception or 

lOS 

a taw telephone calla, I never diacusaed the 
thing with h111. and those calla were -de 1n the 
presence or you gentlemen. 

Let me aek, John, what shape are ;rou 1n nowt 

Yell, the Secretary add that I had changed 
a;r mind on the length of t111.e --

I cbaJl8e4 it for JOU. 

That ia what I waa about t o tell llr. Cooper. 

I knew the t already. 

The problem that confronts ua here this morning • 
1a a message to be sent up and everybody here 
1a willing to go full steam ahead, but I at1ll 
think we pay a frightful prioe through the years 
to come for hasty drafting of t his legislation. 
Now, we are all aet to go and atart and work 
at it until we get it done. I aa juat wondering 
on time here how soon he want a it to produce. 

I will tell you what he waa aa;r1ng. He said a 
weak. 

Ylell, we oan handle it all right. Let h1ll. end 
hie meeeage on up. Bob Doughten can call a 
meeting or the full. colllllli ttee and refer the 
message to tho aub-coDIDittee and we oan start 
to wo11t. Now, a a to how taat •• will wo11t will 
del*lod on bow much time 1a needed to do the job 
and do 1t right . Don't you th1nlt that 1a tba 
beat th1Jla - can do, Bobt 

We can go to 'IIOrk, but ;rou can't put en;r degree 
or pel'lliateno;r or u~oe of a well thought 
out, well prepared bill. You can• t g1.ve aD7 
aaauranoe at th1a tiae before 1t 1a laid before 
the Congreaa. • 

• 
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\Ve can ' t present that bill at this eeeeion 
any tiMe much earlier than what we have 
already agreed in conference , ae I eee it. 

\'lhn t was agreed to 
October 1, was itt 
than October 1? 

in conference was not 
Di dn't it say not later 

You know, John, your people told us it would 
take sixty days. 

From the t11:1e we told you that. 

And I thought you were very f air 1n that 
statement. Now then , we allowed you three 
months. 1he resolution reads , •not later than 
October 1 . " 

\le don't need that and we don 't need two months 
f rom now. 

That was to take it up , wasn't it, not to have 
the bill ready'/ 

The Tree.sut•y was to report to us not later than 
October 1 . 

\'le will be able to report a great deal sooner 
than that , but the t hing I am wondering about, 
that Congress will be receeeing a week for the 
Democratic Convention and I mean, if we rush 
a bill throUS)l and try to get it 1n there before 
th en, it will just lie idle for a week. If 
we have an extra week on that end, that will 
help a gpod deal. 

You don 1 t think we could ge t a bill out and 
through our committee and out before the Demo­
crat's Conventiont 

Oh, no. 

If you do , you overrate our abilit y and the 
willingness to do things 1n a hurry that we 
want to do right in the firet place. ~le don't 
want to be ridiculed and embarrassed and 
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hulll111ated. atteMI&l'd about a1atakea .. haft 
•de. What do )'OU think about lt, Scator 
Barrlaon f .. 

Barl'laon: Well , or course , 1t I bad known that th1a 
waa going to be the attitude within a week 

107 

• 

I would have taken the attitude that I woui.d 
have gone on and accepted Mr. LaFOllette•a 
ideas, because he seems to have a good part 
1n t he torcaa that move the. Admln1atration. 
I dldn 1 t think it waa well thought out. I 
waa perreotly willing to leave 1t to the Treaaury 
experts and to our own and tl')' to wortc out aome­
tbina along a practical Una. '1'o .. , I don ' t 
beUeve to put a blg exceaa prot1ta on all 
the oorporatlona in the eountl')' , elmp:l7 beoau.ae 
tbe7 have one good Je&l' - it baa nothing to do 
with war protite at all, ia the correct theo~. 
I think it there are aaDa oorporationa that 
aro reall7 making an excess profit due to thia 
national defense program, and ao on, or war 
intluonoaa , that ia all risht , go ahead and 
put on a high exceea protite t ax, but in th1a 
bill wa put 21%, waan•t it, on normal corporation 
taxf 

Cooper: Twent)' and eight- tenth&. 

Harrison : How, that ia a pratt)' high rate, it 1a, on a 
no.-1 prot1t. I dldn ' t think that our Admlnla­
tratlon waa going 1n to tl')' to daatro7 bual­
neae and deatro7 all prot1te . I think 1! there 
are theae plane bua1neaaea or something alae 
that are making enormous prot1te b7 virtue or 
thle national detenae thing, that 1e al l risht, 
jack thea up , put on high exoeaa pro!ita. 

a.u • .rr: 

. Harrison: 

Cooper: 

' y. 

How, mat 1a 1n your adndf 
• 

KindT 

Yea. 

~ point 1a thia, Pat, Gil the line or your 
8U&geat1on there. '1'h1a ~11 provldea a 
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wx1nm oorporatlon rata of ao.~. la 
praotloalq 21", 'l'b&t 1a jut a 
corporation tax whlah appliea to a.L.LJl<)l 
them wlth $25,000 or mora nat ~~~~Jf. N 
when we bad an oxcaaa proflte tax 
the corporation rate waa onl7 10,:, 
have more than doubled that on all 
tlona whether the7 are engaged ln tho pro­
duction of war ID&ter1ala or not, eo ~bat 
enters into the pleturo, aa I aoa lt. 

Harr1aona Yea, 1t eatora lnto tho pi cture, bu1: I moan 
that wo want to - we are not ln tho war 7et. 
'lhoro are aomo 1nduatr1ea that are being 
helped b7 virtue or plane - r aotu:re and 
tblnga, Are we going to confiDe tht exoaaa 
prot1ta tax to tboae t.blnga or are we going 
to appl7 it to all oorporationat 

B. !.I . Jra I bad bad tea mlnutea before J'OU aon came 
ln. I haven't had a ahance to ta~ 1t over 
with rq own people. You have aeked, the a&IDe 
quoat1on I have aaked th0111 and we <f1dn' t 
even have tillle. I have bad no mol'tffiadY&nee 
notice or tbia than J'OU have and I have aaked 
eJC&otly tho same quoat1on that J'OU have and 
tbh whole quoatlon or - the next 1ng la, 
whether 1 t should be a tax on ever,thlng oYer 
a certain percentage or whether we abould do 
lt tho way the Canadiana and Eng.'lab do , a 
ta:t on an &'forage or oftr tba laat three Ql' 

tour 7eara, but I ba'fen't bad ts..t . I juat 
tbousbt wo would ban a quiet •~7 and thm 
tho thing wCIUld ctaae 1n and aoMtirte before 
the t1rat ot October we would all get together 
and _.,e a report. 

Rarr1aona Mow, hero •• ba'fe tho Preaidant ~~:preaaing 
biaaelt aa taltlng tbla ayarago to t hree or 
tour 7eara. 

B .~.Jra Wo, be hasn't. Be wanta to get the ... aaga 
and lay it before Oongreaa. 

Harr1aont But . that puta u r1~t vp asaln• a bole, 
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att he •11dn ' t aa7 an7thins 1110re than that. I 
mean, it na adding 14% on top of that , nan •t 
itt 

It waa a graduated acale. 

'lbe first question 70u have got to deci de 1.a 
the tTJle and fol'lll and nature of the exceaa 
prot! tit tax, whether 7ou want 1t a pel'lllll:lent 
tax to appl7 all the time or whether you 
want a te1!1por&ry exceaa protita tax. 

Well , I don't know, trankly, because I work 
here itb a pistol to my bead and I trr to 
olean up m:r 1tutt everr da7 and I do that 
thing wbicb comes fir at. I didn't think tbia 
na a •ming until next tall, ao I haven ' t dona 
an:r~ about it. You can't be an:)' -re 
hon .. r- than that , I &Ill not prepared. I let 
Sulli-ran go away laat week and be na to be 
any thi.a week, because I didn 1 t think an:r­
tbing na coming and I said, •oat rested up 
for a couple of weeke ac 70u can go to work 
with your bo7a thia e~r. • '!hat waa m:r 
attitude and I pulled b1a out of Jlew l!alllpabire 
to ccae down here. We didn't expect tbie. 
I waun•t expecting it at all. 

Well,, I bad thoUj5bt --

But tr gueae tba7 d1dn ' t expect Wendell 1f1llk1e, 
either, 

lOS 

I wduldn't pay any attention to Willkie. Wendell 
Willk1e will be elected it we lose our heads. 
It t he r e ever - · a time wben .. lhouldn It loae 
our heade, it ia now. It we go up here and 
bavtJ Mr. LaFollette and ao• other people make 
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pludlfoola out of ue - 1ou can' t go in there 
on the Floor and take one position one week 
and another position another week and have 
an7 confidence on the part of the people. 
The7 lose respect for 10Ue 

'1811, I lllll not going to put myself in that 
attitude. If I am going to pla7 a lone hand , 
I will do it. I would rather do it and take 
~ chances on having 1111 oar to the ground. 
There ia no reason in the world t hat an7 
-seage ahould go up there to the Consresa 
right after th1a tax bill 1e over. \7e ought 
to go ahead in our wa7 that we have -pped 
out without getting frightened and work out 
a plan and if we can wo~ it out in two or 
three weeks , then the Preaident, if he feels 
like he would be justified 1n sending up a 
meaaage on it, all right. I don 1 t aee an7 
reason wcy he 1a justified in doing it, pa.r­
ticularl7• or why there ia any whip on him to 
do it now. He has to 1'8ly on ua up there and 
we have written in our report what we thought 
wae the wise thing to do. The Congress has 
expressed i tsel f by vote for what it th1nka 
1e the best thing to do. 

Now, we are ready to act aa exped1tioual7 aa 
possible. Then that ia all right , we Will 
paea it. 

'llhat do 70U think , Pat, on the political end 
of it! Do 7ou th1nk there 1a going to be an, 
advantage 1n getting that cesaage up before 
our convention week after nextt 

Absolutely not . 

That is the onl7 thing I can aee in it, unless 
he feels that from a political s t andpoint he 
ahould get the message up before our convention . 
Unle .. he feels that , I don ' t aee any reason 
why it can't wait until after we get back. 

We are worldns. We are the onea who have 
got to do this buainesa. I thought we were 

• 

/ 
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all working on it. Now, if the President 
goes up there t h is week and delivers a 
message to Congress and saya, "Gentlemen, 
you have failed to pass an excess profi ts 
tax last week . I think it i s essential that 
it be done. We don ' t want any millionai res 
created, " and so forth. NY God, we will 
cite back to him that the Treasury said it 
oculdn 1 t be done within sixty days. Do you 
want the Congress to t ake Mr. LaFollette • s 
idea, mich doesn 1 t work in to this picture 
particularly! I think we would be held up 
for criticism. 

' 

1 ~ 1 ... l. 

I am thinking out loud alao. There 1a another 
way for him to do this thing. lie could decide 
between now and the 15th what kind of profits 
tax he wants and then put it 1n the platform. 
What would you think of thatf 

That ian •t ao bad, but I think we, aa some­
what experts - I am not one , but you get that 
g lare - we ought to go ahead and work out our 
own excess profits tax a nd apply it to these 
things , whether there is going to be a lot of 
excess profits by virtue of war. 

What would you think of putting it 1n the plat­
fon~~T 

It would be far more effective to accomplish 
the thing he a pparently baa in mind. 

To jump in on it right now after we have stated 
that we will t ake this matter up and study it 
and as soon as we can make the proper study 
and get the prope r i nformation, fle would proceed 
just as expedi t1ously as we could, but to de it 
right now just on the heels of the Republican 
Convention would be construed aa just a political 
movement. They would say, "Well, that 1a pol1-
t1ca , now." 

ilell , Bob, we can't any mor e have a bill ready 
between now and t he Democ1•atic Conven tion than 
we can ny. ile jus t can ' t do 1t. You take 
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I.aFollette 1 a plan. He simply took the pa ttem 
ot twenty years ago and applied it to now. 
There is a lot or things happening 1n this 
countl'T 1n t wenty years• time . A pa t .tern that 
tit the countl'T twenty years ago doesn ' t tit 
now. 

And he admits it. He had to go right to work 
to amend it when we had our conference. 

Speaking of political effect, if he is going 
to make an acceptance speech, that might be 
the place to read the resolution that was in 
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the House J;a;rs and Ileana report , the reaolutiCIIl 
that was in the conference report , and subscr1bo 
to 1t and urge the acceleration or this work . 

I personally think i t belongs in the platform. 
I think that 1s the place fer it, 

That would contain the statement aa to the kind 
of ta.xt 

Yea. 

Because that is a moat illlportant question. 

Baa the President got it in his head to come 
up here ~o Congress and deliver a message and 
to reach the count17 on this buaineaat If he 
has , you can make all augge ationa outside, but 
he is going to come up bare and ao we might juat 
aa well fit in our work aocordinSlT• 

No , I don 't think so , Pat. I don't think that 
that 1s neceasar11T what will follow. 

What 1s that! 

Pat says if the President ia going to do it, 
no matter what we say or do - -

It meant the same thing. 

Yea. 

Beoauae tbe Preaident baa boen th1nk1ng about 
thia a good wh!.la , all the time that we were 
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atud;ring on th1a buelneaa in thaaa conrerencea, 
the President haa been thSnktns about th1a 
exceaa pr o!ita. That ia the thing --

And ao haa 141'. Hull, That 1a t,be tunny thing, 
Hull haa been talking about 1t, tOo , and the 
Vice President. 

Oh, I know, the rirat con rerenee we had here 
rlth you, you brought it up then aa eoai.ng 
rrom the Cabinet and we rather agreed. l'le are 
not 1n war yet and we are atill hoping we -Y 
not get 1n and we ouaht to wait a wh1~e on it, 

Well, how wo~d you .us up how you three gentle­
men reeU I am aeeing the President at lunch. 
llothing will happen between now and lunch, ~­
way, We don't have to toll the President any-
thing. 

Bow wo~ you &Uitl up, Bob' 

About his sending a meaaage now! 

Yea . 

And requesting ua to get right down and report 
out a bill 1n the ilm:led1a te .1\lture' 

Yea. 

I wo~d ju.at aua up that 1t wo~ be construed 
by the co=try aa a political mo•e and we woud 
be expected to do soDOthing 1n a way that we 
coul.dn' t arrord to take the reapona1b111ty ror. 
I am ready to go to work any time 1n the proper 
way to carry out the understanding we had and 
the notice we have given to the public. Be 
might send hia meaaage. I can ' t tell the Presi­
dent what to do, 

No, he 1an 1 t --

I do think thta, that 1! be doea aend a meaaage, 
1r be 1a bell-bent on aendlng a D8aaaga, I think 
1t wo~d be Yery rortunate 1l he not apec11) 
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a det1nJ.te date 1n that meaaage b)" -.tlich ts­
a bill has got to be paaaed. It be undertlllcea 
to aet out 1n hie menage -.!len he thinks the 
bill bas t o be paseed, I think that would be 
going too f ar. 

Listening to you gentlemen, I .Personally, 1f 
he asks my advice , would advi se him to do 
nothing and put th1e in the platform. 

ll'bichf 

To s1 t tight tor two weeka and then put this 
thing 1n the platform and then c i t e the var1oua 
things t hat we have done on the resolution, and 
so forth a nd so on, but put i t 1n the platfora. 
lihat would you think of that, Pat! 

Well, I don't t~that he will be satisfi ed 
wi th it. The Pres!aent moves a little f as ter 
than you or I move and he thinks 1t 1a a smart 
thing to come to this Congress ~o get i t before 
the people quickly. Nothi ng baa been in the 
Republican platform about it and we laid 1t 
aside this time and d1dn ' t act and so hie way 
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is t o come up there and get the ear of t he coun­
t ry 1n a mes sage. I would pr efer to see him 
a1t with his news paper tellowa anA have some 
of them to aak him a question, "Yiell, bow about 
your exceaa profita tax progru:t• "Well, the 
Treasury ia bending every force with all of 
ita experta t o get up and pre.J>are it and so 1e 
the Congres aional Com:dttee ~ there . Tiley 
are 1r0rldng on 1t and I am very hopeful before 
we adjourn thia aeaaion ot Congress ,e will be 
a ble to pass an exceea profits t ax, a reason­
able excess prot 1 t a bill, before we adjourn. • 
That is the way I would like t o handle the 
publicity. 

The Treasury experta and the staff and your 
committee now are all cooperating. 

Let him brag on wha t r.e are doing. 

Be can cla1111 we are doing a good Job. 
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Thoro -a nothtna 1n tM Republican platrozw 
on thia , waa theret 

I don' t th1nk ao. 

Get a ocvr, Tarleau. 
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There was something or rather negative cha:Nctor 
in about two aontoncoe. 

If he is to send a moaeago at all, he should 
juat ask us to go to worlt and ~e it aa eaq 
aa he can and not set a t1ae ir he wants it 
to clear itaeU, but that 1a aoa~eth1ng we are 
going to do anybow. 

Wall , give me a chance to t alk with him at 
l\Dlch. Don 1 t lat' a aay an7thlng to the pre sa 
th1a morning, aee , because we haven't got any­
thing to sa,-. 

I have certa1nl7 got nothing to aa,- . 

Now, what do you think, Henryt Do you 
that he beli evoa that Willk1e ia going 
out with some atatoment or that kindt 

think 
to come 

No. You were asking me, and I juat thinlc he 
wants to boat W1llkio to the draw. 

That 1a exactly what I am getting. at now. 

Be juat wants to beat him to tho draw. I don't 
think he has any 1n41cat1on he 1a going to do 
1t. Let•a say 1 r you aat thoro - I don't like 
to keep repeating it, but the beat thing I 
know, he keep a needling him on it all tho time • 
Be ltoepa tallting that he baa been there alnee 
·~ and tallted about thaae hundred tam111ea 
that alt in Y/all Street an4 control rltty 
million dollare. He hae been aaying that 
e1nce • ~ and we haven • t done anything about 
it. That 1e what etarted the oonvereat1on. 

I 'lalderetood that W1llk1e ne not goiD8 to 
give h1a epeeoh or accep tance until arter 
tha o-,erat1o Convention. That would give 
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ue time to get thie in the pattoN. '!here 
1m' t &DJ' uee ot talking up in the air about 
that . 

ouy, you used to be a good graeeroote farmer 
and politician. What ie your idea about it! 

11ell, I don 1 t th1nlc we need to be in a rush 
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to beat Willkie to it partioulerly unleee he 
juet takes the bull bJ the horne and doee everJ­
thing against you that the tallowe are going to 
advise him. I believe if we get a strong plank 
1n the platform which the Preeident 1na1eta on 
be ing put 1n there , t~t it lllight be prefa ced 
by such a state:~~ent that 1a ueetul to ua . 
Knowing the adm1niatrat1ve d1l't1culties we have 
had under the old exceas profi ts bill and 1n 
fact there were a thousand caeea seven years 
ago that hadn't been settled and ao~e are atill 
not settled, under the way the old bill was 
written, I would like to have a pretty good 
defini t ion of exceaa profi te 1n tbia bill and 
the ayatem by which it ia to be administered. 

The th1.ng that occurs to me now 1a, 11: be 
ebould follow the auggeet1on of Senator Harri­
son's about statements to the preea or i t it 
should be included 1n tl:te pletform, will that 
get aa -ch attention or the eountrJ, aa many 
people throughout the countrJ know about i t 
that way, aa a meaeagef 

No. 

That 1a wbat I &Ill thi.nldng about. Be 1a 
taldng the moat et.(ect1ve way to ge t it down 
to the people. Now, or course , there 1a not 
one person out or a thousand or maybe ten 
thousand t hat knowa about theee etatementa 
in our report. 

That 1a right . 

The)' don • t know about that. A oomparat1vel)' 
emall numbe r of t~ -7 t1nd out about thia 
etatanent to the preae and nothing Ulr:e aU 

• 
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or them will lmow wbat 1a in oUl' platrora, 
but ir t. o-•• out with a bold, 41J"&ct , 
poa1ti va atatemant, a •••••a• that will 
coma neaftr to gatttna 1t home to tha people 
than &J17 other W&)' to handle it, 

Tbat 111 the moat aUaotive W&)' to epank we 
fellows who have bad the reapona1b111ty or 
e&ZT71ns the burden up theft and the moat 
erfeot1ve way of apank1ng the TreaaUl')' ex­
perts ror their r&ilUJ'& to be J'&ad7 to 4o 
bua1naaa when we conaldel'&d 1t and the 
country baa got to accept 1t. I am willlns 
to accept 1t, I don ' t coma up ror two ,.eara 
and I don ' t know wbethe~ I will ever come up 
again, eo it cloean ' t ~• much 41Uerence. 
But the Praa1dent baa got to protect b1e 
fellows up on the Rill, because 11bat we 41d 
on this excess prorita tax waa to rollow the 
advice of the President, 

Coul4n ' t the )lleasage be phrased eo that that 
end of it would be all right and )'OU were 
merely expeditlna the other program that )'OU 

bad already adoptedt 

Yee, but I don't aee 8117 neceaait)' ror a 
meaaage at . tb1a particular t1me. Rver,.body 
baa forgotten about tb1a thing. 'lhey think 
we did a great Job and 11ben you get that up, 
you have got the Cotmall)' Aaen4ment up, too. 

'!here ia this about it, Senator! If we jump 
into 1 t now, 1n the next two or thl'&e week a -
there ia no excuse i n t h e world w~ )'ou can' t 
4o the other bill. '!here 1a no reason why 
you d14n ' t do 1t before, except that W1ll1de 
wae nominated. Now you have got etage rrlsllt 
and j'llllped 1n and done the thing )'OU aa14 
you weren ' t read)' to do. Now they have 
scared you to death and )'CU have iUIIIl)ed in, 
but )'OU oan do it DOW l)'ltem&t1ca 1)' and 
1ntalllgentl)' and )'OU could ban done 1t 1n 
tt. bill. How they will eay )'CU are &ftttna 
rattled already and ban rt the J1tt .... 
'lhat wlll be the po11t1ca rMctlon risllt 
there , 
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You have got to make up )'Our 111n4 What 
course you are going to puroue, whether 
you get all corporations on exceaa prof1ta 
or whether you juot puraue the onea who 
make the b1g money and whether you want 
to follow the Canadian ayatea or aome other 
ayatem. We have got to make up our mlnda . 
It looks to me like 1t wouldn't be diffi­
cult to get up the bua~e.aa. 

Bell juat - de a a'-lggeation that baa good 
co-.on sense. It ia fairly reliably reported 
that the President ia going to have another 
mea sage to Congreaa on aore money for national. 
defense. If that 1a true , 1n that message 
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tor national. defense he could put a paragraph 
on excess profits and that would put it right 1n 
that moasage . That would be sound and log!eal. 

Tho two would go together. 

Here is the Republ1ean pl.atform. 

~~t does i t say, John! 

"Taxation. Public spending baa trebled under 
the New Deal while tax burdens have doubled. 
lllge taxes are necaeaary to pay for Now Deal 
waats and neglected national defense. We 
ahall revise the tax ayotea and reaove those 
practices which impede recovery and shall 
apply pol.ie1es which atlallate enterpr1ae. 
tie aball. not use the ta:rlng power aa an 1natruaeot 
ot punishment or to secure objectives not other­
wise obtainable under ex1at1ng law.• 

Is that all it sayaf 

That is all. 

Excess profits are not aent1oned at a.ll.. 
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Not even by implication. 

Rather the opposite. 

Quite the opposite. 

All they do is criticize and never promise. 

knd they voted for mos t a ll these bills we 
have passed. 

How much more mo .. e y are you soino to ask fort 

I don't know what it will be. We will have 
to lay out a program tor national defense. 

I see Johnny Bane a 1a backing 1'11llk1e. 

He 1st 

How is that! 

I read according to Arthur P:::roek that JohnnJ 
Hanes was one of the principal ~ckera of 
\111llld.e • 

I aa not surprised. 

I am not either. He haa never supported tho 
President. 

The Democrats couldn • t stand hilll. Be ia rather 
boastful. 

Well . wil l you give me the rest of the day to 
aee what happens . and then I will get 1n 
touch with you after lunch. 

"' 

11S 
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So far as ! am concerned, ! oan g 1vo you the 
n ext month. 

Wel l , give me the rost of the day 

Vfuenover you say you a re ready. 

And then ! will work today with those fellows 
and see what we can do . 

You have 1n mind that you ,., want us to drop 
by 1n the morni.ngt 

I ldnd o f think so. 

All right. I think that would bo best for you 
to have the reat o f the day and aee what you 
can work out.. • 

Vihy don 1 t we say 

And let us know. 

Why don ' t we s ay t enta t ively nine o ' clock 
tomorrow mom1ngt Would that be all rightt 

It suits me. 

11oul d that be all rightt 

Tlell, I had just made an engagement at nine 
o'clock 1n the mom.1ng . There aro s ooe people 
who came here from lo!1ss1ssi pp1 to see me. 

Wall , isn't that t he easiest way to say no to 
them, to say you ha ve SPt to ~ down heret 

I just left t hem, but t hat 1a all ri!;ht , this 
can 1\'D.it . 

Vlell, ! am not ask1nt, too much, am ! , Patt 
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No, no. 

Then let 1e 1a7 tentati•ll7 nine to~rrow 
IIIO:rning, and I will see what I oan do and 
1t I ba•e got eometh1.ng - I ban tba idea 
that he ought to do one or two things, 
either hook 1t in with h1e - 1t he doll 
1end the mee1age on national detenae, hook 

it 1n there, o:r l ea•• it for the plattom. 

Well, before he eende this ·meseage, I hope 
he will know def1ni tel7 the line thet we 

wUl want to take. 

How waa thet , Senato:r' 

We ougnt to know detinital7 the line we 
ought to take on these exoees profits. I 

th1nlt 1t i1 an unwise th~ng to send a 
meesage within a week, an7how, beoau1e w 
are getting along prett7 well nov. We 
e•ol•cd th.ie plan. I euppose the President 
ltnoww who e•ol•ed it. 

I ha•e no suggestions from hill to paes along 
to 7QU. 

Stamm, I am right, am I not, on that queation, 
one or the ti:rat th1nge we have gpt to 
determine 1s the t7))e and torm or an exoees 
protite' 

That 1a r1.gbt. 

Whether it i1 going to be permanent o:r eome­

t~ t eapor&J7. 

In other worda, whether 70u want to juet get 
after theee war prof1te or whether JOU want 
to aelte a per.anent exoeu protitl tax to get 
all exoeee protitl, regardl11e ot whether 1t 
hes anJth1ng to do with the war or not. That, 
it aee111 t o me, 1• the tiret big queetion we 

he•• got to 1e~tle . After we decide thet, 
then we oan decide theee ainor que1tione. 
'l'bat 1a the firlt llllNle w hen got to 
oroee. 

In other worde, the cueet1on 11 t b h now, 
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wbetber va vant to proY14a to - reprdlaaa 
ot tbe ver aUuaUon, that prot1te ehall be 
onlJ eo -oh --

In exoeee of 1nYeete4 oap1tal, 

In exoese or the 1nYeeted oapttal, Just or41DarJ 
run or bua1nees. Rere 1e a oorporat1on that 1e 
llalr.1ng enor1110ua prot1 te 1n 001101U'1 aon vl'Ch 1 te 
1nYeeted oapUal.. Wa ha•e got to deo1de whether 
ae a aatter of peraanant pol10J we want to 
prortde for talt1ng part ot that 110ner or whether 
ve want to Jue'C oont1ne 1t ent1rel.J to prot1h 
due to the war. That 1e t he t1ret b1g thl.ng, 
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Vell nov, fellows, there 1a t h1e about 1t. TheJ 
haYo noa1nate4 a Yeey ooarpetent fell- tor 
Pree1dant . I haYa Juet oome out or West V1rg1n1a 
and I heard - I heard a hundred De11oorate eaJ 
theJ were go1ng to Yote tor lfllllt1e, but that 
1e the eJ.tuat1on down there that 1e 1adlgenoue 
to the eoll of Weet V1rg1n1a. John Levie ehould 
do111nate the state, and thAt naturallJ llaltee the 
tellov that hae got a little moner or a little 
bue1neee reel eore. The7 don't 11ka it, eo 
theJ are going to YOte the l!epubl1oan t1oket 
down there, I thlnlt, and v1th that ve vlll 
oarey West Vtrsin1a beoause John Levie ls 
etrong aa horee radlah. That 1e all right. 
I hope he v111 oome out t or Wlllkie so far 
aa I a11 oonoerned. 

I don't get that. 'l'heJ are aplnet John Levie 
eo theJ are go1ng to •ote tor --

Ro, Bell, he 1e ae atrong ae horee radleh. lie 
hae got t hea al.l 1D the e1ee, down there. 

But he 1e against RooeeYelt r1sbt nov. 

But ha 1en't a.ga1n1t t h11 tellov RalllJ. Ba 
1e t or lie111J and then t he otber orovd down 
there, the Renubl1oana, I under•tand, the aan 
thaJ noatnated tor Oonrnor hal got the Lev1a 
b&oJt1Dg alao. lie doa1Dataa. But tha tellon 
that I talked to, about a llwl4ra4 4owl thaoe, 
are not tor Rooee't'elt. All the bu11J1111 
YOte• 1D th11 ooutrr are not f or RooHYelt. 
Ot OO'ID'Ie, w 1mov that . llov lt - aa noa 
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to plllng up taxes exorbltantl7 h1gb - bow 
do they reel about lt ln Hew Yorkt 

All rer u I know, wh.d the7 reel l n Hew York 
11 thla, rro• people that I haYe talked t o, 
wh1oh, or couree, la not eo Yery many: They 
&11 expect en exces a nrotlta tu and the ones 
I have t&lked to telt th&t vbt\t 1 t pounted 
to vas the eenalble thlng. They ell knov lt 
le & competent commit tee, and t hey think what 
the committee dld was wlse. There Are two 
or three vaye t o tlgul'e lt. The pol nt that 
you aake, Senatol' , thel'e nre a lot or thea 
that are greetly worl'led who &l'e ln buaineeaea 
that M Yen't enyth1ng to do with alrnlanes ol' 
cannons Ol' anything alee, ae to whether you 
&l'8 going to etlck on some klnd o r e tu whlOh 
will ftdd t o t helr e1reftdy heaVT bul'den or the 
corpol'atlon tu and I thlnk they thlnk two 
things, tlret that they &l'e pretty aul'S to have 
an exceea protlta tax or eoee sort 4nd second 
that they thlnk that you &l'e viae 1.n g1Ylng 
youl'aelt time to work lt out. It would have 
been a mistAke to have shot lt through here 
the laat couple of vaeka. 

Wnat would you think of hftvlng en excess profits 

tax purely tol' nat lon&l defense' It thAt ~· 
settled, then we can deteralna later ~thal' 

ve want & peraanent excess ol'otite tax Ol' not. 
Senator Hal'rlaon vas vary ~propl'lata when we 
met here before, and we &l l reel l n llne vith 
h1e poaltlon, that we talked about a Val' profits 
tax ftlld t hat Wl\8 not baslng lt - we wouldn't 
&larm the country about Val' . It we al'e te1klng 
aiDut & w&l' T>l'Otlta t.u now, lt vill jue11 
accentuate t he feell.ng that we &l'e going to 
gat ln the w&l'. If we haYe a tax t ol' natlone1 

detenee - they "" &ll agalnat Val'. It we have 
a Val' pr oflta t.u, wblch, a• you aald here 
bef ore, 1 t would l ook t oo much like we &l'8 

headed and d etermined and our wrpoae and 
policy was that we are golng to get 1n the 
Val' b7 aendlng oul' eoldlers ftbl'Oad and that 
1e the aoet dangerous r eellng that can hap])ta 

to th1a country. 
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'l'bere - • one auggeetion juet thrown on tbe 
table thie mom1ng, that tbe)' extend the 
V1naon-'l'r ammell Act to all Oovernaent oontraote, 
'ldlioh i t doe an 't a PPl)' to nov, and that would 
take care or the war proi'i te . 

That takea care or the war prorite right there . 

Juet aay that the Vineon-'l'rammell Aot should 
aopl7 to everybody who gate a contract tor the 
Government. 

I think tbto.t ia a good thing. I don 1 t ae e vb)' 
the President can ' t do tbto.t an)'hov, can't bet 

ThAt would take care or M)'body vbo has a 
contract v1 t h the Government, would 11m1 t them 
t o ~. It ia not true nov. There are a lot 
ot exempt1ona. Tbto.t would Just aopl7 to the 
Vinson-Trammell and apply the Vinaon-Tramoell 
to all or it. 

To my recollection, the original V1nson- Trammell 
Act vaa 10% on battl eships and so rorth and 12% 
tor airplanes. 

'l'hoae are t h e only two things. 
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Ten oercent tor battlesh i pe and 12% tor a1rplanee? 

Nov th ey bto.ve dropped it to g, 

And nov then, in th1e bill ve paeaed a rev dare 
ago, S i ch bto.dn1 t ret bean reported by the 
Senate NaTal Mtairs Collll:l!ttee, truot obengee 
the ei tuation though. It proTide a tor 71'. and 
it p rovid.ee tor eo~~e eort or a tee arrangement. 

'l'he one I thought passed vas g~ . 

Seven p ercent or the contract ~rice and 7. 53 or 
the cost. 

Something liie tbto.t , which would appl)' to 
everybody vbo gate a contract trom the Government , 
jus t the way the W&leh- He&le)' Act appl1ea to 
aTorybod)' that haa a OoTern~~ent contract. 'l'ba 
Valllh- He.Ue:r a ppliee to everybody, doesn't it t 

. ., 
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That 1a right. '!'hat would efteot1nl)' take 
care of &n)'bod)' mo 1a 111Alt1ng protlte out of 
Arm7 or NaTY oontraote, v1tbout touoh1ng the 
fellow Senator Harrison epoke of, wo 1a he.Ting 
a good )'ear in no va)' related to war. 

It vouldn 1 t do the whole Job. The whole Job, 
as far as war profite are concerned, v1ll be 
done after a model of the Britieh or Canadian 
one, wherea s an excess profite Job is one in 
t he nature of' the one ve had in 1921. 

What I vas th1.nlt1ng of vae this, to make 
Vinson-Trammell appl)' Jus t the VII)' the 
\lalah-Heale)' does, to all OoTernant contracts, 
and if there ia a bUl p ending, )'OU could amend 
that and t hen ve haTe taken care of war orofits 
and then the Pree1dent could put i .n th1a plank 
in hie platfor m, thAt Congress 1e atud)'1ng t his 
thing and sometime between nov and the first of 
October ve v1ll bring in a report on excess 
profits, so ve have done something right avll)'. 
\le a re discouraging the munl t lone manufacturer 
wo might want a wAr and all the rest of that 
stuff, because he could !118ke fat p rofits. \le 
have spiked t hAt, and the other t hing, we are 
goi.ng to do a Job and l &Y it down in the 
pl&tform and so forth. 

I qulte agree v1th you there, Mr. Seoret&r)', 
but I merel)' wanted to point out t hat thllt 
doesn't qulte take care of war oroflts because 
there auet be a lot of oonoerne that aupplj 
to t he s e p eople who are named in the b1ll who 
are maklng extra salee. 

Al.l such contractors are ooTered. 

Under the lialeh-Hesle)' 

Under Vinson-Trammell. 

But under Walah-Heale)', eTer rbody is covered 
who supplies, sren't the)'' 

:25 

What Mr. Paul ia talking about ie a aub-oontrsotor, 
and they are oovered in 11 yeR.r if the)' h&ve more 
than $25,000.00. 

It vouldn •t oover foreign goTernmenta , t hough, 
would iU 

• 

) 
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Yes, because under the new Act - t hi s tamous 
eo-called Ford contract, the arrangements we 
ere making now because t he manufacturers 
complained a o t hat our rearmament was 
dragging because it was more profitable. 
'.fe have got the English PurohMing CoiDI!lission 
to agree th~t trom now on they will have all 
t heir contracts come under the same rules 
and regulations as ouro, you see, and I t hink 
they are going to do t hat. I mean , I think 
they have c ome t o a partial agreement t hat 
the contracts wh1oh they make trom now on -
tor instance, they WMt a tank or an a1rplene 
engine out ot the same f actory that we are 
getting ours. Th~ are golng t o let the 1ialsh­
Healey, Wages and Hours, and Vtnson-Traocell 
aoply, the whole business , eo it will be 
un1tor m. \/hat the y asy 1a, 1t a tel low is 
making an engine tor an Englishmen he can 
wo rk tloe and a hAlt or double t ime, and t hey 
can pay him and t hey will leave our work t o 
go across t he a i sle t o wor k tor the French 
engine. So t hAt will t~e o~re or that . 

126 

The next b1g program we are going t o have on 
our hands is t o atop t hle so many hours st uff 
during t his war. 

Fortunately , thPt doesn 't come through Treasury. 

\fell, unless we hear troo you to the contrary, 
we will be here at nine 1n the mor ning. 

llow, Henry, along th'\t l ine, do you think ;he 
President has got authority enough 1n ;be lev 
nov on all Government contracts t hPt the 
Government cakes, whether they are Navy construct ion 
or Artly cantonments or wha t i t may be,to f1x an 
exces s prot1ts tax? 

No, he has not. He has no authority Rt all 
except under the present law - except on Naval 
vessels ~.nd Army and Navy a ircraft. 

Tha t 1s ell he has got? 

'l'hooe ~tre t he only t h1nge subject to p.rot1t 
l i m1tat1ona under the Vinson-Tr Ammell Act at 
the present time. 
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Tile Secret ar:r ' a wggutton vaa that :rou get 
lagUlat1ont 

I under stand the leg1elat1on 1a oand1ng. 

That 18 right. 

It ia p ending. 

Tb.at ia right , but it ia oend1ng only on the 
reduction or rate. There ia no --

He could amend that - at least he oould aalt 
Congress to st~end it. 

Tb.at ia true. 

Correct, all ~:r and Nav:r contracts. 

And that· ~uldn ·~~ •lapping the Treasury or 
you gentlemen on what :rou have done . 

Tb.At 18 r i ght . 

And then he could put the other thing into hie 
pl atform. l'lbat do :rou t hink, Ou;rt 

That ia good. 

llall, I tb.lnlt tb.at 1a all right . I t hlnlt it 
1a batter than a meaasge t o Congreae unleaa 
b.a vanta Juat t o bring it batora tb.a public 
r1gb.t now, and I th1nlt we o.t to get to 
>oOrlt and do these tb.lnga right awa:r. 

127 

He could ft"en do tb.la in a Maaage, I s ppoae. 
Be could sa;r, •I would like to aae thla done 
1n the extension or tb.la otb.ar Act w1 th respect 
to war profit s .• 

8The Ways and Heane and rtnance Coiii!D1tteea haYa 
agreed on a general exceaa pro!1 te tax, and we 
expect to see t hat around October . • 

\!a have got to keep in sind th&t budnaea and 
aYer:r place 1a demandlng to know what tbeJ are 
going to gat on axceaa oro!1ta. 
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They I>.'Mt to know whAt the r a tes are goi ng 
to b e. 

All right , unl ess we hear from you t o t he 
contrary, 1-1e l·lill be here a t nine in the 
morning. 

Thank you. 

(J.Jr . COoper , l!r . Doughte n , Hr . Harr i son and 
:.:r. Stao:l l e ft the conference. ) 

Could you (Sulliv~n) 1'i x me up a l i ttle 
nortfol1o indexed t or t he nublic, the nlat!or~ 
Mel --

I CP~ ~~ve t hnt to you on one nage. 

·.,'h,ot ! ~<es t h\nk1n& ~tbout i & this, and we will 
tAlk P l ittl e bi t lPt er here. I am sure t he 
Prr • ioent doesn ' t know w~•t the status of t he 
Vinson-Tram'1ell i s , see , whnt i t ""nlies t o 
and where t he bill 1s and if he r end - I 1\m 

Ju~t t hinki ng out loud a nd you peo ole can 
~> rgue bnck t o . me . The 1-1ny I took it i s , 11' 
he nPde t he Vinson- Tr lll!lnell nnoly to all 
-overnnent busines s~s, Just as the '.1al sh­
Henley doe s , pl us the 1'a ot - and I th ink this 
would be ~o,ular - th~t nny orders f rom any 
foreign Gover~ent s , nunit1ons , should ~lso 
he.ve t o cone und er tho se " rovi ei ons , I think 
that would be a oonul Pr thi ng ~o do . 

I don ' t see the deoir~b\lity o1' hPvin& toe 
foreign orders come under the '11noon-:'ren::!ell 
Act . 

:.'hy not? 

'./ell, >re have been the b ene1'loi11r1e s of tt 

trenendou s nl nnt eXPAnsion ll t the cos t of 
to rel.gn orders. 

Th11t i s all right, bu t we M.ve wor ked out a 
new for mulA whereb y t hAt day is ov er. 

\•'hy s hould we limit the nr ot'i t our own MnU­
t Retur er s eRn make on A Br itish contract ? 

· ~3 . t: 
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For the same reason we do on our own. 

Wouldn't it be tor the reason the Secret ary 
gave a mi nute ago, it they make twice as 
much money buildi.ng planee tor the British, 
that is what they are going to dot 

No, you still oontrol it by your export 
license. 

This new formula which we worked out - atter 
all, what we do - to take a minute, tor 
instance on this auest i on ot engines, the 
RFC advances the money t or the machine tools 
and the plant 1t it is neceesary. In nine 
thousand engines, we t ake three and they 
take e1x. We 'OroJ)Oeed to pay all the 0100ey 
and then they pay it back to us, as each 
engine is manufactured, eo much over the 
lite ot the contract. Under that program, 
that is a great break tor the English because 
they don 1 t have to put U!) this oapi tal , which 
they did , and it they are oomi.ng in under that , 
they should also come under th18 scoial legis­
lation. Atter all , we are talking social 
legislation here. Let's call a spade a spade. 
Let's put it in just tor a minute, Sullivan, 
and it after talking it over theae tellova 
want t o rule it out - but it seems to me trom 
what I have listened - and I have listened to 
Hr. ltnudsen cocmlain that he can't get the 
production because the foreign orders are 
more 'Orotitable. Now, to be e nt irely sincere, 
they should not be any JDOre proti table 1t we 
are goi.ng to give them a break and help them 
finance. They ehouldn' t, and they are not 
going to put up any more capital. lie are 
proposing to do thAt , and it they want a tank, 
the only tank they get ie a tank which 1a 
acceptable to the United Statee Army. We 
have got to give certain co110anies money to 
expand. All right, we will go t1tty- t1tty 
or twenty-tive seventy-tive and they roll 
right along v1th our production trom now on, 
but ve are going to put up the money and 
finance the plants, eo what you sweated tor 
s1x months ago 1e a clos ed chapter. 
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swell. 

But the question of depreciation and all that 
1a just the ea11e. We can't change that. We 
have got Mr. Knudeen and hie vbole gang 
convinced that that ata7e ae it ie. The 
contract is t1n1ehed Juat the wa7 JOU had 1t. 
It 1a no ditterent. the man hae the choice 
ot bu7ing the plant or demol11hing it and 
taking the lose. The onl7 ditterenoe ie RFC 
1e putting up the capital inatead ct the 
Engliah. 

In the room here, I thought the thing out 
1n order to malte their mone7 go turther. 

Have I eold JOU' 

Yea. 

Where wae I' I &II juet arguing out loud. 
Vinaon-Trammell and then in that, the Wages 
and Houra, Walah-HealeJ, all ot thoat things, 
would applJ to all manufacturer• who are 
manufacturing munitiona, whether it ie 
domestic or tore1gn. ~t do JOU think ot 
thatt 

I am prett7 unfamiliar with that, but 1t 
eounda ver7 eeneible to 11e. 

In other words, a II8D can vorlt 50 boure tor 
the Engliah and worlt 42 tor ue. 

I don't eee vhJ tbe Brit1eh or an7 other tore1gn 
order ehouldn 1 t be eubject to the eame eoc1al 
leg1elat1on ae our domeat1c . 

And I th1nlt 1t would be very 'OOpular. 

I think eo , too . 

And 1t will i 111preaa the eooial tront. I can 
call a epade a epade here. Then ~n hie 
menage, thie meeaage , he - or he oould •AT 
at Jreaent tha t the De.oorat1c plattoN will 
e.xpreu the will ot the part7 in regard to 
exceee 'DI'ot1te. 
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There, Hr. Secretary, I would like t o back 
someth1~ that Roe has just s&id, wb.1oh I 
think he ie a good ex1)8rt witneu on the 
general tone ot bua1neee towai-4 exoeae 
proti te. I tb.1nk they praot1o8l.ly discount 
i t. They exoeot it. They are not going to 
be horror stricken. What they want to know 
is, what is it going to be, where do they 
start, oen't they rnake it certain? That is 
the bi g argument in tavor ot expediting that 
legislation. 

Well , are you arguing t hat we should do it - ­

No, I am arguing in tavor ot a general 
expedition, with due regard to the orotection 
ot thoee 1n Congress vbo passed the last bUl 
and the Treasury. In other words , I am trying 
to get that October date forwarded as much as 
possible without ruining anybody in the process . 

lihat I would like t o have when I go to lunch 
is what we have done, what these resolutions 
are, what the Republicans have done , and then 
something along this line it you fellows agree, 
and then eay to the President, "I haven't sat 
down with you. I don 't know whether you want 
to do it the way the World War wee dons or 
whether you want to do thie thing - tax every­
thing above--• 

Kay I say there, I think it would be t oolieh to 
try to epeo1ty that matter in detaU 1n the 
Democratic platform. There would be a great 
deal ot will to do so, but I think it would be 
a great m1etalte to say that we, as a party, 
believe in t his kind ot an excess nrotits tax. 
Hell, you're not going to know by July 15th. 

lib)' not' 

~ell, you can be at least in tavor ot that , 
can ' t you, Roe' 

In tavor ot what' 

One school or the other . 
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Oh, I ea7 --

One echool or the other. 
routee on th1e t hing, 

There are resl.ly three. 

What 1a the th1rdt 

132 

There are onl;r two 

• 

You see, Senator Harrieon 1 e idea is, you might 
characterize it , thie Vineon-Trammel1 leg1el&t1on 
stopped there, ae I get it, appl;r 1t to war 
profits and nothing more. The other sobool 
would be to appl)' it generall;r to an:r concern 
which 1e ~ng more mone:r than Us aYerage 
prot1t t or tbe laet three ;reare, or eouthing 
of that lt1nd. 

Mr. Peul euggeeted to .. a few ll1nutee ago, 
beoauee eo III&IIJ' people will be going beck to 
vorlt in war induetriee, merel;r li•1ting profit 
on Arm:r a.nd Na•:r oontracte doeen't oo•er 'it, 
beoeuae on aooount of thie reemplo)'IDent and 
new stimulant to business, all business will 
t&lte an upsurge. 

But look, the va;r I look a t it 1s thie: Let'e 
t&lte an:r store. Let 1 • t&lte a department store. 
Let 1e ea;r 1t 1s one of the biggest 1n town. 
Bridgeport in the last World War, I th1nlt, 
Jumped troll 50,000 to 250,000 and a tellov 1n 
a t own of 50,000 and 1t grove 5 tiaes within 
a ;rear, that man ' • bueinese grove 5 t1aes ae 
tatoh . Well, don't ve want t o get hie prof1 te 

Ve do. 

I ea;r ;ree, but 1t il the b;r-product of this 
rearmament program. 

Well, Mr. Seoretar;r, I would like to make 
one point clear. Let ' s get olear in our 
llinde thie 1eeue. The case ;rou mentioned 
18 a clear oaee of the marginal war profite. 
The:r are war prof1te. The;r are suddenl;r 
oreated b;r a peculiar ellergano;r e1tuat1on 
but an excess prot1te tax of tha old t;rpe 
would do more than that . It vould d1g into 
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• the 'Drotite, 8&7• ot a oonoem llle Oeeral 
Motora, which bee been proepemue tor :r-ara. 
Now, a true war prot it e tax le dUUnguhhed 
troll lUI ezOesa prot1ta tax pmbabl7 wouldn't 
touch General Motors. 

Thftt is right . 

An exoeaa prot1 te tax ot the old t:ri>e vh1oh 
vas meant to appl7 Juet to exoeae protits 
lUld not aerel7 war protite would dig 1nto 
a lot ot the aoat proeperoua oonoema toda7 
vho h&ve been aaklng l.a.rge proti te v1th 
relation to their in•eated oap1tu. 

You al.eo gat it the other vaT around. Perhape 
ve are d1greae1ng too lllloh troa 7011r partioular 
thoughts hare. 

No, I have got enough tor todq. 

Take 7our Bridgeport situation. There ie this 
kind ot a thing. You have got a contractor 1n 
Bridgeport who haa been llftking 10,000 dollars 
a 1ear protita. Bridgeport auddenlJ expands 
on aooount or var induatriea and eo torth 
and thia oontraotor aaltea 50 , 000 dollars. 
Hove'l'er, 70u tind thAt hie invested oapital 
.Ueo vent up ri•e tiaee ao thst 1t 70U exaalna 
hie rate ot return on the eo-oalled var "Drotita, 
ae oo111pared to rate ot return in peace t1ae 
operations, 70u r1nd thef are Juet about the 
eue, that he 18 noalt1ng o" or ao•th1ag. !hat • 
lUnd ot a rellov, I th1nlt, on the vhol.e 1t 1e 
70ur uall tallow wbo 11 goiag to be caught 
v.r7 11110h hea'l'ler b1 thie average earaing 
aoheme ot the Br1t1eh and Canadian• than b7 
the inYeeted capital. 

Look, gentlemen, 70u are nov gett ing on a 
tield where I vant to ait dovn attar 7011 peopl.e 
haYe eort or oleared 7011r ovn minds, 1t 7CIII 
oould have a aeet1ng, and it will take aa7be 
aeveral dqe to pu11p the thing into •e. 

I don't th1.nlt 1t vil.l take nr7 long. 

The point 18 t o get a aort ot •eating ot the 

.. 
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lUnde aa to - ·I don 1 t tiU.Dk tbere 1e an:r 
d1eagreelllent her e 1t I lhould ea:r to the 
Pree1dent, 1 Now loolt, 1n new ot the .., 
Harrison and Doughten and :rou people feel , 
I think the thing to do h to h1 t th1e 
real 'ltll.r proti ta on Governunt pr ot1 ta 
at once, and you can do that. We can get 
a message up tor you 1n connection wit h 
th1e thing, t his - another national defense 
bill. I th1nk that 1a good. Then at the 
same time we could ea:r , 1 ~ow in the olattorm 
we are going to eay 80 and 80, 1 and by that 
tiae ve will be relld:r, I believe, to malta 
the recoomendatione I etated. 1 

~ doe en 1 t he do the other 1;h1ng toe, go 
a 11 ttle oore than halt 'Wa7 and tap these 
bo7s on the baclt tor handling the exceea 
profits tax in th1e va:r, it he cant 

Even in th1a message he could ea:r --

Get a little unity between t h e Executive and 
Legislature, it you onn. That isn ' t a nev 
thought, I darssay. 

Hov long were you beret How many pats do ve 
get on the baoltt both ot t he pate vent some 
other place. 

Th1s is 194o, though. 

You are r1gbt . That 11 'lilly I th1nlt h e w1ll 
listen to me at lunch. 

It the var contract a are det1ni tel7 going to 
be lllade, t h1s taltee the heat ott • 

I th1n1t eo , and ve oan be a little bit 
aenaat1onal in the atatement and aa:r the 
va:r to lteep th1e oountr:r out ot war ia to 
malte 1t unproti table. 

I don 1t believe that 1e a true atatement. 
Whether ve are going into war or ata:r1ng 
out 1a going to be due to thing• be:rond our 
control. 
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. \fell, the old conception ot t he munitions 
manufacturer ia t he large schemer who plots 
ue into t he war. And there are a lot ot 
people. who think that, ien't t hat right' 

I don't think ao. 

I don 't think there a re manr anr more. 

Now we are relying on those tel lowa -­

Arrrwar, we &ll agree t ha t i a t he olaoe to 
etart. 

Can 't rou between nov and ten minutes ot 
one be baok in here v1 t h something on a 
couple ot sheets ot naoer tor me t 

Sure. 

And then I will take that and when I come 
baok I will report what luck I had. 

lte will be watching out the window and I 
hope you are smiling coming aoroea t he 
street. 

I think the other point JOU menti oned there, 
I think t here are t hree ai des t o this, as I 
see i t . V1nson- Tr aamell, a message on that. 
Expand, et cetera. Someth ing i n t he plattoro, 
press statement, Ways and Means Committee and 
Finance haTe agreed on t his progru, ewell 
idea. I hope i t ie . 

!fell, it rou could giTe me eooething at ten 
minutee o t one, I would appreciate it, 
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lloro orifUt than ever the atupeDdoua ob&Dcts of a 'OOrld at 

war come ru.~hln& on ua, forci,ng a continual reexU1r&&t1on of our 

notional pro~ram of preparedneas. De7elopmento ainoe the Co~eaa 

concluded ito deliberation• on the Revenue Act of 1940 claarly indi­

cate that tmmediate attention needa be slven to e problem which we 

all have felt - Co~eae aDd the Executive alike - muat aooner or 

lotor bt faced, Tbat ie the problem of m&ki~ oure that it will be 

Lmpoooiblo for ant individual or •01 buainett concern to be enriched 

ao a retnlt of our national defenae erpenditureo. 
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Appropriations already made bJ Co~eto for defense purposes, 

larso ao they may be, rill have to be oubotantiallt iDcreaaed iD 

order that the defenoe program may proceed quioklt and effeot1vel7o 

'l'heoe defenae funds IIIUIIt be poured throU&)\ tbt ohannela of indu.otrial 

production et tremendous apeed. In the proeeto, however hard we m&7 

t1'7 to prevent it, eome peraonu and aoce buatneae concema will make 

sreator profi to than the:r shonld. 

ie nAYe DO quarrel nth buatne .. rece1• 1DC a roaaonable roturD 

on Ito lnveolment. 'le know that ouch a return 1o ona of the founda­

tiona of a tJOtoiO of free enterprlae l.n a doooooraeJ. But we cannot 

otaDd b:r and eee a few apeclallt prlvll~ed peroono and bueiDeaa 

concerno reap!~ lar~e proflta from tba labor and the oaorlflce which 

our people ore cheerfully makl~ to achieve the aeeurltJ of their 

COUl\try, J. time of aaerlflee for all ohould be a time of enrlcbment 

for Done. 
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I have heard it a aid the t bua ineu..,n will not undertake 

tho taok of auppl7ing equipment !or de!onee without large profita, 

I do not believe that tc be true. Buaineoamon are aa patrioti c , 

01 anxioua to do their part and aa wi lling to make aacrifices as 

aro the root of our people. ~ alw87•· however, there will bo 

a few who will try to take advantage of thil creat naUonal 

effort. 1o must not let them do it, 

'l'bo people o! thia countey are united in a firm detarmina­

tloD to achieve a awift enlargement of our datenaea. ETer,y 

element o! our population is be ing called upon to contribute to 

thlo end . Laat week, I signed a bill which will raiae approxi­

mately one billion dollars a year for five yoaro in inoreaaed 

taxee. 'l'hia new ta:.: law enlargee the opportuoi ty a.nd the obliga­

tion of every American, wbat·ever biB economic or aoe16l condition, 

t' ahara in tho burden of perfecting hie country'• defonao. I 

congratulate the Congreaa on the opoad and unanimity with which 

all groupo alllxoerged t heir differences and pauod tho bill. It 

io an exa=plo of that prompt and cohesive action of which an aroused 

and vital democracy ia capable, 

I hove no ort ticiom to make ot the fact that the tax bill 

whloh I have Juat aigned di d not contain an axceoa proflta tax, 

An exoeoa profita tax law must be complex to fi t the complexity of 

our economic lite. It in important that eucb a law be carefully 

dr•wo to avoid 1nequ.it1es, rep·reeatve effect.l upon bultuaa, and 
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wooteful lltl~tlon. Time and atudt oro nocoooary to achlovo 

tbil reeult, 

Tho appropriate Coacrooolonal Coaalt~oeo have rocophod 

this. The7 ban lnotructod the Tre&aury Department and the 

Congreooiooal eX9erto to prepare a plan of exceoo-profi t o taxa­

tion. I ..., Informed b7 the Treasury Department that 1 to otudies 

ore under war and that tho inotractlono of the Coacreooional 

Cocmlttooo will be carried out promptl)'. I hove aokod tho 

Department to accelerate lte efforts and to conclude Ito pre­

llmioery work with all pooolble speed . I urge UpOn tho Congrooa 

the locreaalns dealrobillt)' of provldlnc for iQmedieto conaldera­

tloo of tho Treesury'o otudies ao ooon co they ore aubmitted. 

The additional epproprlntiona imperative for national dofenae 

vlll locrecoe atlll further the danger of excoao profita. At 

the same tll:te, we muat. ba-.e buslneeemen IDO'fing forwar4, lllllk:bg 

coomitmenta, building plants, 1notell1n& machinery, and turnla& 

out the aqulpoeot ot the time and In the quontltieo necetaary. 

It vlll hel p them to do tbeae t~ ot the lowest coat to the 

Co•ernmeot If the7 know at the aerlieat pooolbla moment what 

their toxoo are going to be. 

There Ia aoother aide to the excooa profits problem which 

ahould not bo neglected. Tbt add! UoD&l re .. DU4 required to 

tloence the defense procraa oU6ht to be rece1•ed ! ram thoae aourc•• 

• 
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'IIIlich roprooent \be createot abllltJ "' ~· lloreonr, \be 

,..,.11118 meaoureo we a4opt eboul4 DOt repren inclua\17 aD4 tbero­

olow do'I"D pro4uction. '%'be exeooo proflh tel< 1o an equl\ablo tax. 

u lo 110ro tb.aD tbet - H 1o • -ur• t o correct luquitJ. 1\ 

io aloo o non-repreooi~e \AS. ~ l~n, oD17 apon exceaol~o 

prof1to we ~o not interfere w1~ thooe celno \hat are aaceooar, 

to encourac- the takin, of rioko, '¥ bu1141DS of pluto aD4 

the pro110tioD of prodnction. 

It 1M¥ be n ggeote4 tbet we be~e alread7 toke care <4 tile 

probl~ of e%ceeel~e profito by meaDI of lociolat1oD lt.itin, 

proflh of conceru which oell ohlpo aD4 aircraft to tile J.rrq 

ODd Jeq. Sw:h h not tho cue. 'lhe ulotin, prorloiono of lew 

limit profit ln on~¥ c reotrlc\ed field. Moreover , it io not 

eDOuch to oln,le out certain inc!Datrieo doellnc direct~¥ with the 

Ooven>~Mnt. U 1o eoaenHal to conr all illdua\17 rlth ceural 

provlai ono. 

In impooin, e%••• profito t axation we waat to tax onl7 real 

pronto. Ire i!p not wact to tax appareat profit~ that turn out to 

be loueo. 11D.D!f bllaine•- point out that tile capitol they invH\ 

to ear.., on prod'Clction for the 4efelllo procraa.., beco-t of little 

~alue when tbot prosram hao been completed. I th1Dic we obould 

aooure tbooo bueiDH ... D that adequate prorloion rlll be I0&4a for 

deductin, bona tide eooto and 101111 on plut iDYeo-Dt a:>4 

lnventorJ in coepo.tin, profit. 
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!he earl:r puo~ of an exceoo proflto tex law 1o a 

.uel pert of .,. adequate ""UoDill: defea.oe procrea. Su.cll 

a tax 11 inaeperable fro• tbat prorr...,. We ..,.t do 110ro than 
• 

orcen\ao our military and na•al and air detenoeo . We IIQit 

organize our econoaic life to the end thet it will be 1mpoooible 

for the few to crow rich froa the ooorificeo of the Dln7• !hat 

11 the onl;r ltll>d of ecoDOillc life which 1o worth dofen41Dc • 

• 
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RZ EXC~SS PROFITS TAX JUly l , 1940 
12100 !loon 

Present I 

u.:.: .Jr: 

Caaton: 

H. ii . J:-: 

llell : 

H.!i . Jr t 

J!r. Bell 
Llr. Gaston 
!.lr . Sullivan 
:.r. r'oley 

For )'our own confidential information, I 
brou;;ht 1n 14r . lolichaelson and JUo , lolellett 
and asked them for their advice. They all 
agr eed that the posit i on I took, and also 
f,lr , Gaston - while I was talking , Mr . Roose­
velt called me up and said he just got through 
talking to the l e gislative leaders and the? 
all advised that it should so up at once and 
he was writing it now and i t was soing to 
go, so I used everything I had in my barrels. 
Herbert hoa rd me . I said people would thi nk 
he was scared. ::Oul d I have been any core 
foreetul? · 

lio, He said he t alked to the lec1slat1ve 
l eaders? 

(Ur. Poley enter ed the conference) 

Well, that moans Barkle? and t he Vice Pr esi­
dent and Saro Rayburn. So, without anybody 
seein~ it - I said the President called me 
up and t ol d me be was writin~ out a para­
graph on excess prof~ts and was going up on 
the Hill. I used e verything I had and Charlie 
~chaelson w•s here and Lowell Mellett was 
here and I asked them while the Pres i dent 
called me , and they agreed wi th the position 
I tool<. It was a s reat mistake at this time 
to do it, 

The President said the legislative leaders 
were here t h is morn·1ng and they think th is 
is t he time and be was so1ng to do i t, and 
so that is that. !low, here be has had the 
advice of my own people, myself , pl us Lowell 
A&llett , plus Charlie Ui chaelaon. 

Plus the t hree 

I told him. 
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Bell i 

Gaston a 

Belli 

H.II.Jrl 

Bell: 

n.u.Jr a 

Belli 

!I,M, Jra 

Foley a 

- 2 -

• •• • people Who bave to handle it. 

Right . And I told him they abeolutely were 
opposed to i t . And Gaston, ot course , He 
said, wTb&t is that; we are going to do 1t, • 
Herbert was bare , lie can tell you bow bard 
I fought . So I have got to call up Harrison 
and Doughten and Cooper and tell them it 1a 
coming. 

You fought to be allowed to tell your story. 
You bad to repeatedly beg him to let you go 
on and tell 'llbat bad been suggested. 

11ben 1s it going' 

Right now. 

I am just wondering if you called Harrison 
and Doughten, they might got Rayburn and 
Barkley and --

I am not going to do it. I am going to be a 
gentleman. I have got to tell them that the 
Ood damned thing ia coming, get them off the 
Floor. 

I tb..1nlc you have got to tell tb-. 
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I have got to tel.l them that I d id everything 
possible. I am going to tell them tba t I 
brought in Charlie M14bael.aon and Lowell ~ellett 
and they agreed with me and be overruled me 
and be is writing ao1110tb1ng Which I have not 
seen. 

So I said to the Preddent, "11bat kind ot an 
excesa profits do you want,• He said, "Oh, 
that ia easy. • I said, '"lolaybe you think eo . 
I don't know what kind you want. We have got 
to do something now. 11J God, people will say, 
'lt you had to do it today, '111:1:1 didn' t you 
think ot it l ast weekt•• 

'l'bere 1a only one answer to that . 
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B.ll. Jra 

Pole71 

H,li,Jrl 

Gaston I 

a.u. Jra 

Sull1vma 

H. II. Jra 

Sull1nzu 

Sullivan a 

H.U,Jr a 

- 3 -

The onl7 &newer ie w.a4ell Willkle. 

Tbat 1e r1~t. 
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1'bat 1e . the anewer IUid that 1e mat ner'J'bodr 
h going to ear, IUid it rou don • t think that 
llr. Wendell Willkie baa. got a bunah or tha 
••rteat pub11c1t,. people in llr. Ro7 Boward 
and hie whole oba1n and llr. Bruce Barton and 
llr. Jobnn7 lime• and that wbole crowd, u ther 
den • t know how to handle tbe paper a, plus enr,. 
col~iat, plua enr,. radio o ntator in tbe 
United State• - en.rr aingle one 1a on hie 
p&Jl"'ll, or at leaat the - aa on bia paJl"'ll. 
'lhe7 are pushing bia .. rehandiae. 

Walter W1nebell did laat ~t. 

Silt eyer,. radio _.ntator, e ver,. n-apaper 
co1111entator, eve1"7 colu.liat that I have bean 
able to aee - 1t ie the God ~deat thing I 
ner aaw. TheJ are going to laugh. I aa 
glad that oaaton wae bere arut I aa glad - ticilled 
to death tbat Lowell llellett and Charlie lliah&el­
•on were h ere because certainl7 rou couldn't 
get two more hundred percent Damocrata, ocul4 
r out 

~e. 

Well, Oaaton 1a part or wq raa117. 

I mean, aa outa1dere. 

I aa atreid tbat it iaJoing to be interpreted 
that be baa been atulp ed. . 

Aa long aa we bave it todar, I aa ping to 
l a7 it on bia deak. The - be haa P'llt in 
charge or coordinating South American - bare 
1a a 11at or tbe aturt. Braa111an Traction 
and Llgb.t, aDd ao tortb and eo on. A'boll\ 
1100 111ll1on dollar• or .. rcba41ae tbe7 ban 
aold. 
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aaatona 

- 4 -

All 1n detault! 

That i a Fbrreatal. 

(Telephone converaat1on wi th Senator Pat 
Harrison tollowaa) 
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H.M.Jr : 

Operator: 

R.M.Jr: 

Operator: 

R,M.Jr: 

Operator: 

H.M.Jr: 

Sen. Pat 
Harr1eon: 

H.M. Jr : 

B: 

!I.M.Jr: 

!!: 

H.I!.Jr: 

H: 
.. 

• 

Bello. 

Jul.J l, l94o 
12:0) p.a. 

Do JOU want to get theee people trom t he 
Capitol ott the t loor? Tbe7lre Juet 
oon•ening now. 

Yea. It'e urgent. 

Right. 

Bello. 

Senator Barr1aon. 

Bello. 

Yea , RenrJ. 

12:05 a ••• 

Go ahead. 

I'd lika t o ehoot a• etralgbt with JOU ae 
7ou alwaJa do with •e about -- and t hle 11 
between the two ot ue, plea88. 

Yeah. 
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About twent7 alnutea aco Mr. Rooee•elt 
oalled •• up and told ae he'd Juet oonoluded 
a aeeUng with wbat he oalla the Blg f'our 
and the7 were all i n ooaplete acre .. ent 
with h1a that he ahould i .. e41atel7 aend 
up a aeaeaca on exoeaa protita • 

• Yeah. .. 
I pleaded with hla; I dld ••ar,thlng that I 
oould to atop lt; he wouldn't lleten to ••· 

WbJ, that '• aU rlgbt, Benr, • 

• 
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H.M.Jr: 

R: 

H.M.Jr: 

H: 

H.M.Jr : 

H: 

H.M. Jr ' 

H: 

H.K. Jr : 

• 
- 2 -

l ow I wan' 7ou ' 'o know I ba•e no' •••n 1,, 

I undere,and, 

I don 't know wba''' 1n 1t • ••••• 

Well, 'he7 announoed up at the White Houee 
th1e morning that the7 were c~1ng 'o eend a ••••age ln. 

Well , I'•• not eeen 1t and I'•• pla7ed a 
hundred per cent equare w1th JOU , 

Ob, I know tha,, Well, tbat'• a ll r1gM, 
HeiU'J. 

I 'm eorrJ. 

That' e all rlgbt. 

o. 1.. 

• 
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H.li .Jra 

oaatona 

H, JI , Jrl 

Gaston a 

Gaatan a 

H. li. J r a 

- 15 -

AD4 be ea1d tbe;r IUIDOUDaed tbe;r were go1Jis 
to aend a Maaage. 

He a aid tbe;r announced 1t at the 1lh1 te Rouse 
tbat tbe;r were going to send a .... age up. 

On tb1a tb1ngt 

Be didn't aa;r. 1 auppaae ao. 
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(To Lieutenant Mclta;r) Allk Mra. Betta 1t an:r­
tb1ng came over the ticker tba t tba White Houae 
h going to send a -••as• up on tax.ea tb1a 
aaarn1ng. Here i t ia, lla~l. 

lla~U 

Tba t waa out before be called .. • 'l'b1a waa 
out on the ticker before be called ... 

Bell: Well, there waan' t ~ab uae arsuing, then, 

Sullivana Ak aa;ya he moves pretty faet aomet1JIIea. R-m-
ber he aa1d that tb11 mom1Jist 

H. li . J r a ~ call me up and go tbrough the 110t1on1 ot 
u .ld.ng .. , Here it h, lla~l. 

Gaataoa Be called ;rou up to tell ;rou before ;rou read 
it tro• the t icker. 

Sullhana I wonder when that .. aaage will go upt Toda;rt 

Gaston a 

B.ll • .h'a 

Gaston a 

It 1a probabl;r up there. 'nle;r aeet at noon, 
doh ' t tbe;rt 

What tiM did tbe Prea1dent call .. , about a 
quarter of 12100. waen't itt 

About twent:r minute• of 12aOO. 

(Telephone oonveraat1on with Oonere•..an Dousnton 
tollowea) 
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K.M.Jr: 

Operator: 

Hello. 

July l, l94o 
12:07 p.m. 

Congressman Daught on. Go ahead. 

!48 

!i.M.Jr: Hello. 

Cong. Robert 
Doughten: Hello, Henry. 

K . ~.Jr: Bob, atter you lett here the President 
called me up about a quarter or twelve 
anO told me he vae going to send this 
meuage. 

D: 

!i . M.Jr: 

0: 

H.H.Jr ' 

0: 

R. l!.Jr· 

:>: 

!l . M.J r : 

D: 

H.H. Jr: 

0: 

Well , Sam Rayburn Juet told me he told h1m 
that th1s morning before he eent it up t o 
the -- before the Houee adjourned. 

And I did everything in mY power to try 
to d188uade him. 

Yeah. 

And I was a hundred percent uneucceaatul. 

Hov'a that? 

I vaa a hundred percent unsuccesatul. 

Yeah. We' ll Juet have t o do the beat ve 
can about it. 

Well, I tried every vay I knew hov to atop 
him. 

Well, will it be neceasary tor you to have 
that conference tomorrow morning or is that 
ott nov? 

Well, I'm seeing the Preeident a t lunch. 
I don't knov what he's going to say. I'll see. 

Uh-huh. 
menage 
menage 
to have 

Well, ot courae , after ve read hia 
I think that - - after ve hear hie 
vny i t might be a good idea tor ua 
a eonterenoe again. 

• 
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B. M.Jr: 

D: 

R.M.Jr: 

D: 

H.M.Jr : 

D: 

H.M. Jr: 

D: 

H.M.Jr: 

D: 

R. M.Jr: 

• D: 

R.M.Jr: 

D: 

143 
- 2 -

Wtll, I don't know wbat ' e in tbt aeaaage 
end Uw !reaallJ')' bu got notb1na to do w1 tb 
it. I don't know wbat'e in it. 

Well, I aee. 

I haYen't •••n it-- be 1 e writing it b1aaelt. 

Well , it after b1e ••••age il dll1Yered an4 
701.1 ••• h1a, it 701.1 want ue, Wb7 701.1 let 1.11 
know. And it we want 701.1, we 'll let 701.1 know. 

Well, tbat'e ta1r enough. 

Ie that tair? 

Tbat'e tair. 

Yeab, and 1t we -- and it 701.1 don 't call u1 
again wb7, there'• Juet no uae t o coae down 
ta.orrow aorn1ng, ia tberet You l et • • know 
later 1n the da7 it 701.1 .ant •• to coae . 

I'll let 701.1 know. 

And it 701.1 don't call .... it I think WI 
want to eee 701.1, I'll let 701.1 know. 

o. x. 
f'int. Thank 701.1 • 

Thank 701.1. 

Oood-b7e. 

• 
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Bell i 

ll . r.I. Jrl 

Gaston: 

B. II.Jr a 

Gaston: 

Oaatona 

H. M.Jra 

Gaston: 

Bella 

Gaston 1 

Bell: 

H .~ . Jr 1 

150 

- 8 -

That waan' t a bad mea a age the bo)'a ooolced. up 
over the week-end. I tb1nk it ia prett)' good., 

Isn ' t that a ewell fellow to put 1n charge of 
South America! He ought to see his teatimon)' 
before - on how be evaded eight or nine hundred 
thousand dollara taxea through two holding 
CODIJ)8lliea, 

Forreatalt 

Yea. 

Did he have a good S)'ataat 

lie paid no taxes and the)' never did anything 
about it. I mean, I wiah I had seen this 
thing be f ore t he Pres i dent called me up. We 
had been sitting here q1i te a while - after 
all, I saw )'OU at 11:~0. 

You had had time enough - -

I s aw )'OU on the dot at lla~. 

You had had time enough to tell u of )'Our 
conversation with Harrison and Daughton and 
what you had proposed.. 

That was Uellett and IUohaeleon who were 
the ret 

Yea. 

You were just a bout to aak their opinion on 
the thing. 

They hadn • t bad time to reply. 

tie were talking at leaat ten minutea. I 110an, 
if the)' gave me anything on tha dot at lla~O -
this story breaks at 111~1, then the Pres ident 
calla me up and tel le me thie and sure there 
1a no use in argu.ing w1 t b hia • 

• 
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Gaatorll 

a. u. Jr• 

Sullivans 

Bell: 

H. lol. Jr: 

• 

- '7 -

I went into lira. Klot&' rooa an4 -t Cb.t.rl1e 
M1cbaelaon and s topped there about a alnute 
and you came 1n. 

Well anyway, 1t took aome time to get on the 
ticker. It had to be out before 11130, f 1ve 
alnutea or ao. 

Rayburn announced the plan When the hour-long 
meeting waa up. 

Berkley IIIUSt have had aoCI& tun aubacr1b1ng to 
that. 

Ia Gamer ao r riendly to thiat 
• It he 1a , I have never aeen 1t. 

• 

(Telephone converaat!on w1th Jere Cooper followa1) 
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H.M.Jr: 

Operator: 

B.M.Jr: 

Jere Cooper: 

R.M.Jr! 

0: 

f.M.Jr: 

0 : 

H.M.Jr: 

C: 

B.M.Jr: 

0: 

H.M.Jr: 

0: 

B.M.Jr: 

hb 1, 1~ 
11115 •••• 

Bello. 

Ooncre .. aan Cooper. Oo ahead. 

Hello. 

Hello. 

Jere. 

All 1'1sb~, BeDJ'7. 

I Jut~ ~b.auabt I'd tell U to JOU with., 
own llpa. the Pl'eeldent oalled •• aboat 
a quarter or twel•• to 41eouaa ezo••• protlta, 
bu~ U all had been 4eo1ded. I pleaded with 
hla the beat I knew bow not to aend lb.a ••••as• up but eY1dentlJ he deo1ded th1e 
aorn1nc with laa RaJburn he would. 

Well, 1e he een41ns 1t todaJ' 

So I underetand. It'• on the t1oker and 
that'• what he ~old ••· •ow I don't know 
what'• 1n ~he ••••aa• -- he'• Wl'1t1nc 1t 
hlaeelt and we'n sot no~nc to do with u. 

I •••· 

But I Juat wanted q lU JOU knOW that I 
plaJe4 eqll&l'e w1 th••· 

Well, I !mew JOU 1d done that but I eve 
appreo1ate JOill' tellln& ••• Beni'J. 

!he Pl'eeldent oalled •• up. Re ea1d, I'• 
solnc to ¥1'1 te the ••••aae ., •• u and I '• 
solns t o eend 1t Uf a~ noon. 8o I don't 
know &nJ aore wb&t • 1n 1t than JOU do. 

( l.aUibe). All r1pt • 
.llaa.t we oan. 

Well, we'll 40 tha 

And I U'1e4 ., ~4en ~o keep h1a ti'Oa 
.. n41nc u. 

• 
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.. . . . . . . . . 

0 : 

R.M.Jr: 

0: 

.. .. .... 
R.M.Jr: 

0: 

B.M. Jr! 

C: 

- 2-

Well, I lmow ~'· I appno1aU fOIII' 
lt1n411 .. •, Ben17, an4 Uien JOil won ' •n' 
a1 Uie:re at n1ne 111 tile Ml'll1ft1. 

Wel l , I don' t know Wbat we 'd 41eouee at 
n1ne 111 ' he aorn1nc. 

and 
Wel l , 111 other worde, I'll Juet wa1t/unl••• 
I hear troa r ou turUier I won't ooae o•er • 

• 
o. 1: . 

All npt. 

fhanlt J OU, 

Good-bJe. 

• 

Regraded Unclassified



B.JI. Jrl 

• 

-·-
I .. aot soSD& to ban tbeae fellowe not 
tellr to • for two 7MN •"• 

• 

• 
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Jul7 1, 1940 

Memorandua t or the 8eoretar7, 

rroll llr. Oaeton . 

~ oalled • at 11:20 and eaid that I -• 
wanted in 7our ottioe at 11:~0 , that Charlie Ktchael­
•on and Lowell Kellett were oo.t~ and the7 were to 
wait in lire. Ilotz' ottiae. 

I went to 7our ottioe at 11:20, epoke to llcltaJ, 
and then went into lire. ltlotz' ottioe and ea1d hello 
to Charlie IUohaelson and tallted with hia tor perbape 
two 111nutu when JOU oa• to the door and 1nrtted ue 
in. Lowell Kellett had Juet oa.. lq) on the eleYator. 
We went into your office. 

You aaid that 7011 had called us in to au our 
adYioe on the President ' s propoeal to send up a .. ss-
age on exoese profit s taxee . You bad Juet had Harriaon, 
Daughton and Cooper in and eoJH others that you had 
called in and all ot thea had agreed thAt 1t would not 
be wiae tor the President to eend up euoh a aeesage. 
Th17 propoaed ae an alternatin th1e plan: The Vinson­
TraiiUMll Act, 11111ting prot1te , now app11ee onl7 to 
eb1pe and airplanes. An aaen~nt to it 11 now pend-
ing on the JU,ll. It aould be &Mnded e o ae to 11Jdt 
prot1te to~ on all Gonrn .. nt oontraote and theM 
oould be legislation apnl7ing the eaae li.ttation to 
the'oontraote of tOMlgD Qoye~te. It hal alreadJ 
been announced that we are to worlt on an exoeae prot1te 
bill to appl7 to 1940 prot1te and our poe1tion<OB ex­
oue prot1te oould be •de a lear, b)' a etateaent lil the 
Dlaoorat1o Party plattor~~. 

Juet then JOG were interrupted b7 a White Houee 
phone aall. 'rhe Pree14tnt oaae on the phone iBMdi­
ately. You Hated t ar a ao .. nt and then aa1d that 
JOU were tallt1ng about that right now. The Pree14tnt 
a on Unued tallting and JOU a eked 1t JOU alght be pel"­
mttted to tell what JOU had done. You ea1d tblt 70U 
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had talked to the Chail'lllen of the two 0o..S.ttee1 , 

members of their etatt, and :your own adY1eere 1n 
the Treaeur:y. 'l'he:y all thought it would be a 
mletake for the Preeident to eend up a •eeaage at 
this time adYooating exoeee protite taxee; that 
1t would be taken aa an indica tion that the Preai­
dant waa scared. Here the Preaidant interrupted 
and :you aeked again tor permlaeion to continue. 

You eXPlained that the Joint auggeation of 
all thoee to whom :you bad tallted waa that the Yin­
aon-Tr..-11 Aot, an amendment to wh1oh 1a now 
pending, ahould be further amended to appl:y to all 
Government oontracta instead of Just ah1pe and air­
planee , and that the aame liaitation on protita 
should be applied to puroha••• b:y foreign OoYern­
mente. You said that the OoiiiUttee leadere were 
ver:y muoh against an exce•s prot1ta tax bill at 
th1a time. The:y thought it would be a great ala­
take. 

!SS 

You then said you had Charlie Miohaaison, Lowell 
Uellett and Herbert Oaaton 1n your otfioe, that :you brought 
them in to aak their adYica, but that :you bad not bad a 
ohanoe to aek them. You a1ked the Pre1ident to permit 
:you to aak their OPinion and you then ••ked Michaelson 
what he thought, Michaelson 1aid he agreed with :you, 
that t he place to go on record •• in the plattora. 
You repeated t o the Preaident that Miohaelaon agreed 
with :your other adrtaera and wa1 again1t ~t the Prea­
ident propoaed to do, and :you than aeked Lowell Mellett 
what be thought . Lowell aaid he would not worr:y about 
the general public, but oroaaing UP the leader• waa 
•erioua and eo he thought the Prea1dent 1 a Plan a ale- I 
tak~ . You reported th1s to the Prea1dent, Uetaned 
to a few worde rr- hiJI , and then hung up. 

You aaid 1t wa• too late ; that the Prea1dent 
had made uP hie lllind; that he had written hit ~~~teeage 
and that he waa going to eend it up. He 1aid be had 
talked to the • tour leadera• and the:y all agreed it 
waa the right thing to do. I aekld who the tour 
laadere were and :you 11&1118d Garner, Barkle:y and Ra:yburn. 
You laid Garner waa probabl:y reepona1ble tor t hie ae he 
was conatantl:y needling the Preaident on this aubJect. 

oOo-oOo 
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157 

RE EXCESS PHOFITS 'l'AX 

Present: 

Bell : 

Mr. Bell 
Mr. Oa.aton 
Mr. Magill 
Mr. Paul 
Mr. Su.lllvan 
Mr. Vh1te 
Mr. Fole7 
Mre. IClotJ: 

Here i e the situation. I need aome advice. 
I vent over t o aee the President - thia ia 
1111 i n the famU:r - and vben I dre' hie 

. attent1on to the f aot thnt 1t vu ut on 
t he ticker ten or fifteen mid!tea bef ore he 
told me, he juet threv back h1a head and 
hovled. He t hought it vaa t he funniest 
thing he had ever heard of. 8o I a!Ud, 
1Mr. Prea1dent, vhAt kind of an exceea 
prof1ta tax do 70u vantt I never d1ecueaed 
it. • 1 'l'hat ia right, • be ea1d, 1 I haven ' t 
got t he al1ghteet 1dea. Can :rou f 1x up 
something and talk to me eo 70u v111 be 
read7 1n a couple of veekat• I ea1d, 
•save :rou got an7 i deaet• 1 Not the eligbteat 
1dea. 1 So I said, 1 l!7 om advice to :rou, I 
vou.ld let Pat Harrison and Dought en cool off 
a little b1t. • He ea1d, 1 'l'hAt 1a a good i dea . • 
''l'hen do 70u vant to aee ue allt 1 1Hot on 
70ur 11fe, 1 he said. 'You t hi nk t he t hing 
t hrough, and vhen :rou have got aomething, 
come on over and talk t he thing over and 
after 7ou have agreed, ve v1ll see Harr1eon 
and Doughten, but take a couple of veeka.• • 

And tha meaaage 1e not going 1nt 
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'!.'be ,.. .. age went. 

It bad done gone. 

It ia out. The only ayspathT I got oYer 
there was when I atopped in to ••• SteYa 
Earlr at one o 1olook. Be aa1d, 1 VhJ tell 
•et I d1dn 1t ••• it until it waa out on 
the tioker. 1 

He ~at haYa vritten it out in long band. 

Mr. Daughton tried to get rou AD4 wanted 
rou to be aure to oall h1a. Be 1e ,.err 
.uob disturbed because it 1noludea ind1Y1duala. 

Alae tobacco twlatt 

No, ind1Ylduale. He aaya we take 79ft ot 
them now and the state takes another oraok 
at them and we will have the oountrr 1111 
up 1n 11rme. 

Well, let me ask - I will etart with 
Randolph Paul. lie will tre11t b1m u the 
man on the street. I haYt got to ••• tbe 
preea in 23 lll1Dut ea. Ther are going to 
Just be on 117 neolt . Suppe aing JOU reed 
1n the paper tonlgbt or tomorrow that 
wbcl the Secrett~rT ot the Tret~aurr n• 
aaked about the Prea1dent 1 a tax aeaaage, 
be eaid be bad no ooJUSent. 'What would 
rour reaction bet 

Vall, I wouldn't tblnlt that waa the 110at 
fortunate Wll1 to ADawer thea. I would 
ear that it waa premature to talk about 
the bill or aometh1ng like tbat, and I 
don 1t aee bow JOU oan 881 JOU baYe DO 
ooOUDant . You will Just baYt to ear whT 
JOU h&Ye no COllll!leDt . 

Oan I ser we are not readrf 

llo. 

We ~ 110rk the thine out. 

• 
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\lhpt would :you aa:r, !·!r, !4ag1ll? 

I would say something ot thlo general order. 
l!rs . Klotz can oollah 1t up. 

I am sure she cnn nollah 1t up. 

She has got 20 minutes to oollsh 1t un. \lhA t 
i e she wa iting tor? I would soy mmething 
t o t he ettect t hot the country has exoected 
an excess ~ofits t ax , busines s has exoected 
Pn excess o rofits t ax, the Trensury bAa 
exoected a n excess nrot1 t a tax. I oyaclt 
hove been wor king on nn excess n rorlta tax 
tor a year, and so hAve our techn1c1nns. 
There are a lot or dlttloult probleos, but 
na usual , the TreAsury, as I hAve often said 
to the oonmittees 1n Congress, are read:y when 
we ~tre called on. Your oosi t ion has ~~t to be 
thAt this i s some t hing you hAve been th1n:t:1ng 
ot and pondering over tor a long time. \lhy 
eertnlnly it anould be out ln . You t hor oughly 
agree. The count ry has been put on notice t he t 
i t is to go into ettect ne or this year, on 
t his year ' s oroti t s . Our rr. en have been working 
at it tor a long time, holding oonterences on 
it , and 1t wns no surpri se t o us. :·le exoected 
it nll the t ime. 

He wanted the country to get tts much notice 
ot it as oossible. 

Th~t is the beat thing in that message you 
we1•e given the nrat thing t h i s morning, th~t 
it 1s 1ooortant tor bualneee and the count r:r 
t o know ~t they're uo agnl not, so t ar as 
taxes tor 1939, eo ;• e can better 1)roceed with 
thnt orogr8JJ. I would &ltY also whitt is 
obviously true t~t there nre " lot ot 
extreoely d1tf1oult m•obleme which will have 
to be Ret tled. It you think you d~tre t o , 
I would Blty thpt buslneee and individuals 
nnd what not '"111 bo given on opoortun!ty 
to say t hei r ni ece, 

How do you spell pieco1 

Congr ess will no doubt give business, et ceter a, 
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1ft opportlm1t7 to •peak up. 

Mr. 8ul.l1Yan! 

You are 1n ~ aooord with the Preeident'• 
announcement. t would oall attention to the 
reeolution paeae4 b7 the Houee Yare and Keane 
and bJ the oonterenoe, and ear that i n 
aooordanoe with their inetruotiona rour 
pereonnel haYe been wrking on thle problem. 
I don 1t thlnll: I would go baok a Jear ahead 
ae Roe auggeete4, beoauee that ie not 
entiBalJ coneletent with the poe1t1on we 
took on the Larollette aaendaent. 

Ed! 

Yh7 4nn1 t rou refer to rour etat•ent 
be tore the •J• and Meene Co11n1 ttee an4 
ln an ewer to· Senator jlrown and Senator 
Co...:Llr'• cpeetion, rou ea1d before t he 
VAJW and Xeana Commit t ee rou were rea41 to 
take ott your ooat llDd go , to work and --

Didn't I sar vest too? 

I think JOur vest, too. 

VhJ d1d J OU atop there! 

Roe aare that 11 enouatl. 

\'hat 11 a good plaoe to etop. .. . 
And wodt out a ta1r exoeu orotlte tax 
.. aeure thle -er. '1'h1a -er the 
people 1n the 'l'reawrJ han been vorll:lng 
generallJ on it, and 1t haan't developed 
to a point where we haTe a oonorete oropoeal 
ae Jet, but just ae eoon •• we csn get th1nga 
1n lhape, we will let 1t out. Ve are thorouatllr 
1n aooord wit h the A4ain1atrat1on Y1ewe. 

Put 1t 1n the hand• ot the lead.ra! Vhloh 
leader•' 

You hann 1 t worked out the blll. The bUl 

lSO 
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tlilnlld be worbd 011t 1D Ooapeee, 'ba' ,_ u•• bee -~ OD tbe YU'1oue p:robl.-
111 OODDeOUOD 111 tb the ~ IID4 &l'e 
prepared to 4ieouee thea IID4 eo tonh. 

Ooopersting with Oonsre••· 

If I hed juet enough ner-re, I would osnoel 
af preee oonterenoe, but I heven 1t sot quite 
enough nerve to do that, eo I 11111 he-re to 
taoe it. It takee nerve to do thet. 

Dant 

I would Juet eq ae little u pou1ble. I 
wouldn't let th• know thet rou were 
eurprieed st the •••ace· I would ea)' 
thet the !reseuey etatt hed been working 
on thle problem einoe the reeolution ot the 
Vqe &n4 Keane Oo.U nee. 

87 the vq, don 1 t )'Ou vsnt tho ee 1n beret 

What! 

Tho ee reeolutione. 

No. 

Cooperating with the etatf on the Bill. 

I 111ght ha-re t ho .. reeolut1one, )'ee. 

And )'Ou 111ght loolr. a t )'OUr teeU-aD)', too. 

I 111ght have thoee reeolutione. 

I thllllt W&t John ...,.. about )'Our poeit1on 
before the oo-1tteee 1e probabl)' true. 
At the eaae tiae, I wuld 11lr.e to g1-re the 
bue1neee the idea the exoeee prot1te tax 
1en 1t a oompletel)' new thought ae far ae 
the Treaeury vae oonoerned. Ve bed heard ot 
that quite a ~le aso and done quite a bit 
on U. 
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• 
I think the only one I relll.l.;r ought to have 
h thie one. 

I v1ll. get it in the oft1oial rona for you, 
sir. I hAYe the oollll!i ttee "J)Ort. 

Get that, and I don 1 t thinlt I need this eeoond 
one, do rout 

That ie the conference one. It ie Just a 
shorter one. 

lihioh do you think I ought to h&Yet 

I will ge t both of t hem in the Register tor 
:you. 

What do you think, Harr:yt 

I find lll788lf in &greement v1th eYerything 
that has been said. I haYe not rud the 
message eo I don't knov there ie an:ything 
there you cannot oonsc1eno1ouely ear you are 
1n accord with. I thi.nlt 1t 1e important ae 
they all have atressed, not to indicate 
that you didn't knov vhat vae afoot, and that 
you weren't prepared, and I think Roe ie quite 
right in eaying that your technical etaff have 
been working along exoesa orofite tAX lines 
tor a l ong time as oart or t heir general tax 
program, but thP t the:y haYe been working 
intenaiYely einoe t he committee meeting, 
at vhich time you indicated t hat you vere 
thinking or it. 

You could 
about it. 
1t a long 

ear they have been thinking 
If they have been worki ng on 

time, vhy aren't they read;r7 

I am the oreee, and :you (Foley) are the 
Secretary of t he Treasury. • Well nov, 
Mr. Morgenthau, At this meeting you had 
with Mr. Harrieon and tfr . Doughten, JOU 
vere all in agreement v1 th the PreeidenU 
You have been in touch with the Preeidentt• 

!S2 
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We discussed an axoaaa prot1ta tax aeasure 
th ia 1110rn1ng. It d1dn 1 t take the form ot 
any conorete auggeationa . We just talked 
about the matter i n quite broad and quite 
general tel'IU and tba Congreu•n and tba 
Senator were interested 1n knowing when we 
would bave the bill read)' and bow long it 
would take . 

It I looked l1lca tbat when I anawared it, 
I know they would amoll something. 

What if they aak you if you aaw the massagaT 

I 6ean, Hr. Poley , heretofore we bava mat 
with these people, we have all talked to 
the President on the telephone and we have 
always been in agree.ID8nt. Ie ever:rlxxl.J 1n 
agreement on thief 

Tbare is general agreement on the program. 
• 

Then --

Can ' t you say this 

Pat Harrison gives me out a statement just 
blasting me. 

llo , llr. Secretary. Di d you aH what Pat 
saidT Pat and Doughton both talked _to the 
preee and they never let the p~ know. 

I didn ' t see it. 

~ don't you sa:r thatT 

Tha:r never indicated tor a minute that -­

'l'lle:r behaved beautitullJ. 

'l'lla:r picked it right up and tba leaders were 
over at the White Bouse and the tax people 
were over here and avarybodJ waa 1n agrea­
Mnt. 
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What I think the Secretary means to say ie 
that 1\llr . Daughton and Senator llarrieon have 
made their own atatementa. Aa you say, we 
bad a general conf erence. 

Pnt said any statement on the details would 
bava to come trom you. 

I ufiDJn •t - I don ' t think you have to say 
what you d iscussed thia morning, except you 
discussed 1n general terms and tHey bave 
already given out their statements. 

I think you are g~g to get some questions 
about what --

S&1M1y Kraus just telephoned that Annenberg 
waa sentenced to three years wi t h twenty 
days stay ot sentence , r~t would you expect! 

"Oiacloaure that the President would ask tor 
new tax legislation came a f ter Chairman Daughton 
and Chairman Harrison met with Secretary Morgen­
thau i n a long conference. Others attending 
t he conference at Which the new proposal ~•a 
discussed were Jere Cooper, Stamm, tax experts , 
and so on. Tbey said the tax money matter was 
about the onl y matter diacuaaed, • 

"Bankhead said Congress would probably recess 
Thursday tor the Democratic National Convention, • 

Both Daughton and Harriaon gave ce statements . 

That 1a easy. Then the anawer is simply tbJ.s: 
We will be ready whenever they call on us. 

That is right. 

We are .:orking along. \'ie had a meeting t bis 
morning and we discussed the thing in general. 
We reported progress to the leaders and we 
are cont1nuJ.ng our studies and we will have 
a measure and we will be ready when they call 
on ua . 

• 

!S4 
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That should - really, it i1 a bill ot Oongrea1 , 
not or the Trea1U17, eo t he aln tallc aboul.d 
be from them. 

That is right. That 1e carrying out 'llflf pollcr. 
When they call on ua , we will be ready. 

That 18 right . 

Having seen this, this 
mlnutee got me right. 
I jUe t didn 1 t know how 

helps. That titteen 
I am all right now. 
to handle that. 

I just read the meseage. I should thin.k you 
woul.d be properlr in a ccord with 1t. 

You d idn 1 t know the background! 

!65 

Nobody will ever lmow the baclcground. The founda­
tion is well laid. 

I think he may get a question aa to what kind 
or a tax it ie going to be, Whether it ls going 
to hit e verybody or --

That I can take ca re of. The thing I was afraid 
or, i f I said somethl.ng, that Harr1eon would 
slap me down, but ha.nng seen thie , I am all right 
now. I am not afraid ol him. Let me go to the 
next one. That waa what I was a fraid of, but I 
didn It know how a ore Pat was . If he 1en 1 t sore, 
I am a ll right. 

llow, when ean you gentlemen e1t down '14tlll .. 
quietly for halt' a day and t allc this tfling 
overt 

The f1ret minute you want to sit down. 

Well, have Y8U been talking todayt 

Yei . We were going over some of the questions 
this afternoon before we Cllllle ln. Randolph -

'what he said appliae to me . ot course, both 
or us have other engagements . 
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wo oan aln)'• put thea ott. 

I would 11lce to be 1n llew Yon tomorrow beoau .. 
I heve severe.l engagement a to1110rrow. Beyond 
that -

Let me put it this ny. Bow woul.d this bet I 
lmo• where you (Magill) live. I don't lmo• wbere 
J'OU (Paul.) live 1n the country. 

I don't Uve 1n the country, but I can get there, 
I Uve right 1n the heart or lie• York City, 

I was thlnldng ot - we are not eo tar trom !lew 
Hampshire. I na thln!dng ot the poaaibUity 
ot putting Saturda)' 1n on th1a 1n the count9. 

That would suit me tine. 

l!ow would that bet 

Fine. 

Are you 1n New l!alllpahiret 

Am If I expect to be taken 1n any time. 

Well, you know how these blitakriege work. You 
(Sullivan) can't be terri bly tar away. Wbat 1a 
it, a couple or houref 

Where , up there! I nave got rq own oar. Bd 
could drive out there and I coul4 aleep on the 
.. ,. out. 

l!ow far are you tram the Vaaear College! 

Two hundred twenty- tour and eight-tenths miles 
troa rrq ol4 house. 

And how long did it ueed to take you! • 
Well, going out, it didn't take eo long. 

Well, I oan send a plane tor JOU 1t you want 
me to. '1'h1nl< about it, an)'ftY• 'lbJ DOt let'• ., 
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aay Saturda7t How would that bet 

SUllivan! That 1a swell. 

I! . H. Jr l At tbe f arm. Sar around 10100 o ' clock 1n the 
mom 1ng or thereabouts . l'le could apend all 
day on it. 

V.ngilll That would be ewell. 

Jl , J.I .Jr l Do you want to get 1n on it, E4t 

Foley: I don ' t think so. 

H. W.Jr : I Jus t didn ' t want to bear you were slighted 
afterward, that was all. 

r oley: No . 

H. lo!. Jr l I t hink three of ua is enough. Then , you don't 
want to be 1n on it, do yout I know Harry 
doesn' t. 

~gill1 I don't have anything to say here particularly, 
but it would help , I think , 1n the case of each 
of ua 1f John oould have ':'arleau and Blough 
send us up anything which the;y have got that 
we could usefully look at a little 1n ad vance 
of thia Saturday morning conference. I d on •t 
know bow your time would be , but it we could 
ge t it Fri day lllOX'ning and spend a little time 
on it 

Sullivan: Fine, 

ll . l! . Jr : ·Why not - will you (Klotz) take a note to the 
President , please, and s i mply say t his; 

167 

"llr . John Sullivan , J.lr. Roswell l£ag ill, and 
llr. 'landolph Paul are ooaing to I2I:Y home at 
Bast F1ehk1ll Sa turda;y morning at 10 100 o'clock. 
We propose to spend all day on the excess profits 
tax. If you would care to see it SaturdaY after­
noon, we would , of course , be deli ghted to 
have t he opportunit;,. of presenting our thought • 

Regraded Unclassified



SUllivan! 

H. J: . Jr: 

Vlhite: 

I! . !I. Jrt 

\\'bite: 

U. I!!. Jrt 

Sullivanr 

B. .I(.Jr: 

Paul: 

- 12 -

on tb1a subject te 70u. Yours aincerel7.• 

Then i f be •ante to aaa ua , •• could trot 
ovar there and give him a chance to - eo 
~ suggestion would be if 70u got 70ur 
fellows lined up, 70u (Sullivan) can go 
baek up again to110rrow night and 1f 70U 
want to fi7 over, arrange with llclta7 and 
be can send a plane up to Boston te pick 
70u up and bring 7QU down to Haekensack 
and talco you back up . Tbe7 can do that in 
an bour and a half ve~ easil7. Isn ' t there 
an airport 1n BostonT 

Yae , t bere 1•. 
Ask llleKa7 to do that. You sa7 lOtOO o 1 cloek 
Monday, da7l1gbt saving t im4f 

This baa been ve~ helpful, because I don ' t 
aind f acing the pmea now. I don't know 
about those other things . 

! 68 

Mr. Secretary, I don't want to butt into 
th1e and I am not thinking or ~a elf, but 
70u have got three tax laW7ere and there 
1e no economist going to be there. I think 
Blough or aoll!ebody oU&ht te be there. Excau 
p.rof1ta tax hae a lot or economic ropercuesi one. 

Do you want a phye1o1an or a surgeon, tooT 

No , just an economist. 

As far as I am concemed, have Tarleau, teo . 

I think i f we are going te have one, •• llligllt 
ae well have both. 

All r i ght. You (Paul) -Y have eome tbouabte 
that you want to put down on paper, teo . 

Ih the m.eanti.M --

I aa starting .g.om aero on tbie tbing. 
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ll&gilll 

II . M.Jl'l 

l!agilll 

B. N. Jrr 

\\'b1te 1 

B. I!. Jr r 

II.Ag1111 

B, IJ, Jr r 

F0le71 

B, lol ,Jrr 

- 1:5 -

On thie press bue1neee, don't 7ou want ua to 
go out the back door, or do 70ut I got ceugbt 
b7 one or those tellowe out here thie morniJis 
who wanted to know What the dickens I waa 
doing down here. 

You have been on the ticker. 

I didn't know it then, ao 
were dhcuasiJis the tarm. 
knockers . 

I aaid 70U and I 
We were old apple 

I don ' t cere. I aa no t ••~ to have you 1n 
111;1 ottice, 

It would be a good thing. 

Would you reel more comtortablet 

No, I wouldn't. All I don't want to do ie 
give them any interview. 

You don't have to . 

Walk right by them, 

I walk right bJ th-. Ma7be what happened to 
th e AP .an will happen to you. Be eut hia 
U'!ll on Knudsen and I told Knudsen, Kow, 70u 
better go out raat. You don't want to give 
theee boya the idea you are ducking. • Be 
atood there with hia ana around the AP !ellow 
aDd the re11ow never recosnhed h1lD and nobod7 
ever .Ued h1a a t)ling. 

:ss 

(Telephone convereation with Congreaa.an Doughten 
tollowaa) 
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R,M.Jrl 

Operator: 

R.IC.Jr: 

Robert 
Do111bton: 

R. M.Jr: 

~: 

R,M.Jr: 

H,M.Jr: 

D: 

H,M,Jr: 

D: 

,...M .. Jr: 

D: 

B,M,Jr: 

D: 

R.M.Jr: 

D: 

Bello. 

Oo ahead. 

Bello. 

Bello, Btlli'J. 

Bow t.J't 7011 Bob? 

• 

Jul7 1, 1~ 
':01 p.a. 

I '• tort of deprttttd a little. Rov 
art rou? 

A little dtprttttdt 

Juet a little -- r••· 

Well, rou know, after an elephant etepe 

170 

on rou there ien't auoh left to be dtprttttd, 

Bov'e that? (Ooae in, aeid~ 

When a bi& hortt tttpt on rou • • •••• 

Juat one aeoond - - one aeoond. (Pauee) 

Bello. Bello. Bello. 

Bello. lxoue• at, aoatbod7 knocked at tbe 
door. 

Oh. 

!hat •••~&&• vat tint at far at tbt Uaia& -­
itt ineietenoe on doins &QJ work with &QJ 
areat epeed, but Vbat about that put of 
it tbart vhioh ta7t that thit exottt profitt 
tax thould applJ to indiYidualt at well at 
oorporatione. We're all upett about that. 

Well, JOU laW tba atll ... jUit al qu1okl7 at 
I Ud. 

Bow'• \hat? 
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H.M.Jr : 

D: 

R.N.Jr: 

D: 

H.N.Jr: 

D: 

H,Y.,Jr: 

D: 

R.M. Jr: 

D: 

H.M. Jr : 

D: 

H.M.Jr: 

o: 

171 

- 2 -

I d1dn' t ••• the aaua(a llllt11 1t wae on 
the neva tlokar. 

Wall, I'•• had a contaranca -- Jere and I 
haYe told thea about lt and talked with Stan 
about lt and we're d1aturbed about lt. 

Well, I can't do anrthinf, Bob, and we'll 
just have to walt a coupe ot 4are· .nd eee 
what happena. 

Tha newepaperaen haYe been runn111g to •• 
about 1 t and I coul4n' t tell thea &nJthing 

Well, Wbene•er rou're raad7 rou let ue 
know and we'll •••.•• 

Well, I can be there an7 tlaa to talk to 
rou anrtlae, but JOU lbOuld talk about that 
applrln( without dlecrlalnatlon to 1n41Ylduale 
a• well •• corporation• Wben we'Ye alreadJ 
got aurtax on thea with the corporation. 

Well, I don ' t think we'd batter meet toaorrow. 
I think we had better let thla cool ott a 
4a7 or eo. 

Well, about Ve4netda7 I want to go boae 
about Wedneada7 night -- •omatlae We4nee4ar. 

Well, let'• ••• how the oount1'7 reeete to 
th1a. 

Yeah, the7 can't do that beoauu -- Wb7, 
I'• look!"' t or a terrible 1tlr oYer lt. 

0. I. 

Don't rout 

I don't know. • 

Well, rou aee Wb7 1• -- alraad7 there'• 79. 
tax on 1nd1Y1dual lncoau 1n the higher 
braoketa, we're lncludln( their noraal and 
then with the ltata 1nooae tax, Wb7 I think 
1t'a (01"' to cra.te a terrible atlr. 

• 
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!I, II.Jr: 

D: 

!I.II. Jr: 

D: 

172 
- '-

"•11u ln'o •• ._, bappeao1 .... 11114 
n 1 baYO W Ju1 .. , 0111' eJ.OUI -l"'lacJJ, 

•u l'illl'· uau~t ,... 
Ooo4-"ro. 

Oooct-•r•· 

• 
• 0 

.. -
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H.». Jr1 

Ma61lla 

H. M. Jrl 

Sullivan• 

SUllivan a 

H. loi. Jrl 

ll&Gilll 

H. tt.JI'I 

Paul1 

H. V. .Jra 

llagilll 

n . w. Jr1 

~gUll 

B. W. J rl 

naeUll 

Paula 

- l4 -

Be ea7• 79% on indhiduala 1a terrible. 

He ia upset . Sc:aebod7 baa apoken to h.bt. 

Sure. I bet Williama called him upl 

st-.-; he called me. 

What doea Stamm wantt 

Stam= aa7a he geta 79%. 

now look, will you - i t you aak ur. licK&,- out­
aide, we can send a ear tor 7ou (Paul ) it 70u 
want us to, to New York and have them take 
70u up. 

'l'he;r. could pick t boe two or ua up . 

We have a car that would run you up . Tell llcKa,­
wbere you live. It takea about an hour and 
three-qua~ to come up. Tbey oan be at your 
houae, aa,. ,11t 8!15 and pick you up and bring 
you up to ~ place . Would you mind telling 
lloKay outeidet 

Yea. 

J\>.at tell b.1m to have a ear at ,.our house. 

Be ean get me, too. 

Where are 7ou loeated.t 

Westport , Connecticut. 

Tell b.1m. 

Have you got twot 

lYe had be t t er get them later 1n the afternoon. 

Tell McKay what you want. It 7ou want a oar, 
they will send a oar tor each or 7ou. 

173 
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., fiMr *'• Preaw.nt 

*'• lelut N11_, DP. auu11 IIIIP11 ..e 
Ill' ••• U'JI' hill - -··UI·II .......... , .... 

,w..,..aw __ , ... ,., at tea •'•lMil. • 
n•••• to .,... an .., • .. -· PNftte .... 

It,_ .. c .......... - ..... ~ ar.w 
- • ..u, ., a sa, .. •"at•u wta -
"''"' '"at.,..._ ... - tt1 at'te • tllla .._ 
J••• to,... 

% ... 1 et I I.Lro 

' 5tneti i 1J. Wouc I' a,Jr. 
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"'''" .. • n •-•.. a Ell .... 
11.- I Ct- ...... --PC ,.;w 

- • ,, _, a, .. trd' SliD._ .. 

SCI 7 Ttr .. PI ..... $' ., ......... ....... 

~~~e•ar' '• 
,.. .... 7 ,, 

. .. 

..,. a' nw, 
,._..., . ....... an Jr. 

• 
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-· Ttc ADMINta"F'RAT'IW .-.....TANT 

TO T1C ...:MTARY or ..,.. TWEAa~lltY 

. 1- J- 1./ () {?) 

the ettaolle4 Van~ a lnter fl»r tM .... ....,,. 

' '-""'"' .. to , ... Aetlllc ..........,. •t ..,. 1e ....... t ... 
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l Mw ,_ ---· e6,... ., .a.s..c _,, •• ~ 
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.. ~ e6 .. ,._, • 81 jl IJJ 8Ml"-J, 

llleUlU.. '= .. 0 eM'= U. .-t 81 pwtsa ' 171 -, N 

WIWM 'e' U. 'ft-.le-se~fl.so-.:\UJ AoR. 

1M a1 tot ... CliMsr .....,_ .. np]M1- ........ 

- .... Jll ..... l ..... t-.. ,.,_, '* .... - 2 

81 \M lrsu ; ftU '* .,., 7W .... e .,,.,...,_a<tatau ... 

........ .. '* .. ..,. .......... wl\1 .. t - .... 

u '"",_., 

JIWIILII D. 11008JnLf, 

a. I ""'• 

. . .. 
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~MPARIM&NT 

- - <111·1--ICI,.o"'-·"' 

1a ~ • '•U• .- rn.u-t • .,.. to c..cn- lua •=•••• u.. illpoliUClll ot • -• ....,nw toz ture ..,.P~to Ita a ru o u.. tllat tb• fobq rider to tM n-'- 11 .in M UJ Jed. 'Doe Mlir rider 1a a -. .., del..SClll. ht ~ d- U .....,_.,. ,...._, ~taetew r ot I.Ac .. u ... to parU.els-te Sa tM •Ueal det- prop•, ~tat u att .... Do •tfaou ... l1a1wU.. of ....,nw ..,. 111 Jll"'9iee • ftr7 _.s- ht o 11 to rapid~ .... tile •Uaal det- .. ...-. 

I 

'" Mer £i4e: •·s •• • OM 1"! · 7 w:oftt.e tp 

!ll.1a fore ot pr:otU llld.teUClll ~'" llllh1Jnl,T --c ~ wPPl.TiAc •ter1al to tile Got w nt. 

lor .,..plu, U.u -raotunr ot • ..P.• (or ,.rt ~t) for • Welt 1& DOt OO tWed 'II)' tluo Mq rider, 'ltat tM .......... of - ..,.S.. t. -&U-pl&e 111 RltJeoted to 1w ~~ U.. -... of • -••v .- tor 1..-l purpoa• b Dot oOftred, ~tat 1t be -r.o-.. -• tor • a1rplae t1uo r1der appl.i .. to lot. _. bill ..._tnot.a. 

D 

De Mer r'fr wSe t ''n!S e mUM d¢ $ rwr4 H a(tk n ... 

!11111 t- ot ....,nt llld.teU. liN v JftP*' nlaU.. w tluo ~ actual 1e9Wb tor riM. 'Doe Jftlit •" d 111 • ,__ .... til tlla _ _.... price Md ot owt. 

... ....u- .r .- u.. 1a ...ua wpital 111 ..... - ...... ,_ et tiM uteat te *1tiao tiM Gcwc t esuw ,..... wF •• wpltal, ei*"r _:,~ Ill oe _, .r ~.,. at.Salll 1q;U. .. or b7 ~. tiM pretit P*' 
procluoU.. 111 tlla -· 

, ·,..._-- .r ---- ;.u.,- .r.--' ...ua 111 rsrt'•11J ---'"' =-·~~==·=::. -:.~ ot = :!u"! =: ::"!:&, ot a lap ji I t'=• 
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The Tobey rider !!ICOI!l'!P• -.ate and results in 1nol"M4od 
!)o!e..-nt e;xp!!1cl1tur ... 

• 

Tbia !oru of profit lia1tati on increaaee the prices llbicb the Gove~ 
- P'Y !or oaftl. Yessela and naval and lld.l.1t&ry &1rcr&!t. 

The bigller the contre.ct price tbe greater the all.o'llable profit. 

lloreover, contractors receive the aame ~ o! profit, however 1111Btetul 
theY II&Y be , and hew no 1ncent1Te to avoid wmeceoaary coata. . 

In !act, the contractor cleriveo an 1ncreaaed profit !rem uneconOI!lieal manaso­
ment thus breeding indifference to excessive coat. 

IV 

The Tobey rider ci1Bl'!lpta upual cbalmels o! au!!!!lY by burdeni ng 
contractors and eubcontras;tora nth e!!T] ex coat aeeowrt.W 
and federal polici ng. 

This !orm of profit 11J:d.tat.1on delays a contractor 1n eecuriJl& bio supplies . 
It applies to all subcontracts exceeding $25, 000 for all. items 'Wbicb ultimate:~¥ 
becomo a co.,ponent part of a na'Y11l. vessel or naval or J:IUJ.tary a1rpla:ne. It ap.. 
plies to epare parts, n:~pair parte and !abrieatine auppliee back to the ra..­
lllteriol. 

EYen though a subcontractor eupplJ'ing, for emmple, cotter pins baa onl¥ a 
e::>all portion o! his 'lluineea de'voted to the fillin& o! an order for cotter p1ns 
£Oin8 into a carburetor .ror an airera.rt engine, be 11118t educate hinaeJ..r aa to 'llllt.t 
coats are allowed and llbat items are oot C<>DSidered proper el....,nta o! coat ba.fora 
be 1a 1n a poei tion to make a tina bid to the carburetor subcontractor or to .,.. 
pond bia plant !ae1llties to accelerate production. 

It 1a necessary .for every contractor and subcontractor do..-n al.ong the line 
to the quarries and minco to eetablieh a coat accounting system of a tecbnieal, 
cOlqllex and intricate natlll'e i.nd to admit t o hie 'lluinese eotablisboent a force 
ot federal aucl1tora and inepectore 'llbo will police hie coste. 

Tl\ere i s understandable hesitation and reluctance on the part of emal.l con­
tractors to t.ake work i.nYolviJla auch neceooary but mighty annoying red--tape . 

v 

The Tobey rider 1a hardly eel.fooflllpporting. 

Thia !om o! profit limitation baa not been productin o! any substantial 
revenue. 

Proal the date of enactment o! the Tobey ri• 1n 1!arcb, l9J4 through llaT o! 
t.bio you, the Treasury Departunt baa collscte4 a bout $3,?00,000 1n excns pro-

• 
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tit. co 2,m ooatracta ailS eubccDtr&cta ~ted. clar1ft1 that period. ot tbNe 
1,2.66 rebi.JM are aUll. bainl alld1tecl. 

~ U..ata ot UDCert&iJit7 require cW't1CNl.t jlldpanta oo~ the 
proper all.ooation nt coeta 1ll p1uta hanac -ro1a1 and Go•ezltWllt work not 
eowred by the Tobe)' ridezo, u well u ~nt contracta oubject to ita reatr1o­
ti0118o 

VI 

The TobeY ri~r was baaty, 1ll-!1at<l 1eg1!lat1on. ,. 
llotw1tbatam1ng tllat the Tobey ~r lartaa a lDO per oant e-. protiw 

tax onr &ncl &bon tbe pereeutue 11a1tat1co, 1t baa nner be8ll at\ldieQ by &itiler 
tbe ilollae 11a.1a &ncl Ileana c...l.ttee or the s.nata F1n&nce ea.ittee. 

In tileae ....S.tteu 11 nste4 tbe llmction ot initiating tax legialatico. 
Tbeae c:caa1twee are by experience beat qual,U1e4 to ~telWine tile eC<lii<W'c anc1 
tiacal ettecte ot exceaa protit lawa. 

vn 

Th! MY! C9""' ttec cr1t1c1;ed the TobeY ri~r aa inettecti .... 

It 11 alao notewort.h7 that tbe Speaill eo-ittee ot tile Se111te co the 1Jmoat.l.­
pt1on or the IIUllitiona induatq {coneiating ot s.n&tore l(rw, George, Cl&rlc, BoDe, 
Pope, Vandenberg and Barbour) 1ll a report made on June 19, 1936 ccoclllded• 

"* 1> 1> tilere 1a no ettectin prdht-1.1m1t&t1on law tocla;r * * • the prioa 
ot real entoreeunt ot tbe at-pta nt Congress to limit protite [11) a 
eostl,y pol1o1zl& force of accoant&nt& &ncl &Qditcre * * *and a aeriea of 
~law Illite &tt.er tboae &Qdita bPe bean ea.platad ***tile &tta.pta 
to entoroa protit 11a1tat1on are beiJIC tm.rtacl * * *•" [$.ate Baport 
llo, 944, pt, 71 PP• 12-13, 74tb Cone•• at •••••· ) 

I line drafted a 111w paragrapbe llbicb I wue.t be iJIHrtacl 1ll vs:t -aace ot 
tbe Preoi~ relating to the illpoaiticG nt & - -• protita tax, 1t ,_ IP'" 
tbat tbe Tobq ~r to the V1Daco-r-ll ~ 1a not worth ita &11t. 

f.,, . .:r/. . 
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.&t tiM - u- ........... .thoU .... - protite tu 1a ---­

iato law, tiM ,...,. l"14oor ~ tM ~a..-~ .ftl ~ .lot 

oqbt to be repealed. 1'b1a prot'iai<-. illpoe• a 100 per -' - profit& 

tu onr alld el>on tile ~ u.d.taUca oa t110 1lldllatr1ee -.J.n i.e. 

aircralt aa4 MlP"n''d'•l• 

lot ~ cl- 1t clia_..,. pndct 'buiaM-, loB it atforda 110 

.rtectin llaitatioa or protita aaclia ~a 'tC7 aviou ~to 

rapicl procbt.ct1oa - tile D&Uoaal. clat- Jll'OP'Ulo 

low tllat U.. CCiqrua 1a ooaa1cltlr1q U.. illpoe1t1oa or a - .,..,_, 

proti to t.u • all 1Ddut1'7, Mp~Dtl Oil 1Ddut1'7 eiiOI&l4 110t be •1qlacl 011t 
tor 1pac1al t.reataat. 

lot~ 4- tiUI tor.~ profit u.d.teUte cliaariaiMta 111ltairq ._, 

rllaUoa to tho Mmlfactur.r'• actual. ilrftl~ or rUle. 'Dia profit ell 1014 

11 a porcentap ot tho coat.ract price &Del Oil coat. Jlec,udlAal ot U.. ......, 

ot t iaoo 1A Wbl.oll u.. iJlftltocl oopital. 1a tanoc1 OftZ' alld roprd.leoa or t M . -t to obich tho Gotez-Dt. 81ll)pU• .....sociiiOZ'IWI& capital, U.. pNfit 

per Uldt ot procluctioa 1a tile -· 

Coatractore l'eMJ..,.. U..- - t. ot prottt, -••• ..taN tM:r 

n.. 'follo7 ridor .u.npt.e tM u.1 ..... _ 1• or nppJ;r '117 ~ 1t 

DOCUa&r7 t or rr017 coatractor &Del nboc>at.raotor ciGtm &101111 U.. l.1JIO to U.. 

quarrlea &Del a1Aoo to •tel>Uib a ~ .-tile .,n. ot a toelm1oal, 

Co.pl.a: &Del 1At.r1aatl D&t=e &Del to eolloit to la1l llute•• Mtel>l ,., ' 

a torco or tocloral. ..Utore &Del illllpootoro ..,.... rill poUoo la1l -'-· 

lor ... tlail r .... ot protit llaitaUca '--' proclll.ot1n ot aiQ' .-....ual 

• 
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re•-· '"- tloo date ot -~ <4 tile folleJ r~ 1a ~. 1934 

t.o liiM 1, 1940, ..q tl,700,000 1a- prot1te ......... ~ te 

tile freUV7. 

18~ - .,) 

1M coaolwlioa tile\ tile fOM7 r14.., 1a SMtteGUYe u & protit-.lild.U., 

....,.... 1a a'llpPCII"te4 l>7 tile NMl ap a4e 1a 19)6 -.,. tu 8peo1&l c-ttte. 

ot tile Scat. oa tile :ra ..... u.auca et t.b aa..J.Uau Iaautr,o t.o tile atteot 

tllat •t~~ere 1a ao attecu ... protit-.liait&Uoa l&• teclq- tile pr1oe et 

nal eotw~ td tile &tteaph td ecacr ... to lild.t profit& Dil & -tq 

polleJ.IIC t .....,. et a-taau &Jd &Jditan - &D4 a .... iN ot ~ l&• 

auita attar t.boe• &Dilita lie" ...._ OOIIIpl&teo! -. ,5-.te Report llo. 944, 

rt . 1, PP· u...}J, 74th ecac., 2d .... .,7 
I aa 1a taYOr, u I mo• tile Cqreee ia, ot lild.tiq protiu • .,._ 

poaditur .. tor ~>at.iOIIt.l detenae, blat " ot.DDOt &ttord the de~ 1a rapU 
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COt\f\D~Ml\ll · · · · -.· 
- AND IIAY\' MUIIrnCMI 8CMRD 

_,__DIIII 
•• li04.D.C. 

hl.Tl, 1140 

JllllliWIIJUII '!01 llr. Dcaald •• ..~ 
CbainaD, Pree1dat1a 1.1&1- o-lttee 
a- 288, 1'rea81117 ~· 

lD ordoer tllat 7"" ~Won tlla All&~ ParebuiJII 
Boar4 or tba 1IU' ~· aoU ... , Co~&l lama cl1nete - to 
!orard toT"" tlla incloeecl lettc daW hl.7 1, lNO, dcDed liT 
tba A4j'llt&Dt G-.1, -......uc• 

leq--Met liT tlla -~ ParobaalJII Boa1"4 tar 
Sarpl ua "--t far Caaa4a, 1!:11-. &Dd Ol.a BlaDes • 

For t11a Ct.r....oe ec-tttee, Anq • 1&"7 11u111u ... Boar4• 

ll:~~ 
Lt. Colonel, Ordoanoe ~t, 

S.aratarr. 

lDalo.,...., 
(Lt.r. 7/l/ftJ tr • .l. G.) 

CONfiOENTIAL 

' 
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187 

--....... 

•lllT l, a.o. 
SU3J10T: llloque~ b7 .AIISl<>-I'NIIoh 1'Uroh.a.a1llg lloe.rd tor 

SUrplwl &m·csnt tor Oellada, tia d4 Qua Bluoa. 

TO: 'fer Depo.rtaleDt lllopr .. entatin, 
IJ.aloon OCaa1 "" 4eal.eJlated b7 the Pr9e14ant , 

ll.o. ot Deo. 6 , 1939 , u •enAe4. 

l . Reta1'mlca 1e IIUI4a to a nqu..t ot J\me 18, lV.O, trQa the 
Obaiman ot tbe ADslo-.lreAoh P\u'ohaaillg lloe.rd uJd.Da -peration ill o~aill1Dg 
1441UOD&latoou ot wer equiJ:W~Dt tor Cua4a, tia o.D4 eua BlaDoa 
trcD UI>Ua4 states OO...rDMDt atoab, 

2. ID41cated below h • ata-t I.J> d.ltall ahOWillg tbe 
art1Glea raquaate4 b7 the .AIISl<>-FnJIOh lloe.rd d4 ~atua ot aaoh u to 
an1lab111t,': 

1. 2150 , 000 KD.ttal4 Ritlaa 

e. 
100 75 .... SW>A 

&00 I.Mda yab1v suna, G.T. ) 
) 

!!, 1100 Vict.ra naohlDe ....,.,o. 'l'.) 

18,1100 WZ'Plll.a KD.ttel4a ra­
na1ll U110bl1pted 11hl.oh OG be 
- aftllabla to Board tor 
~ 41nr1bllt1011 .. u ..., 
41raat batwell O&llol4a a4 
Ca.aa Blanoa. - Ireldd, 
below, tor rl.tlaa to be wp-
plla4 to that Cloft-t 1t 
tlwT 4ao161 to ~ then. 

No .urplua 

NO 81ll'Plll& 

All eol4. ~t that Na17 
be qpzoaahed OODOemillg poul bla 
&T&ilab111t7 ot 4000 Brona1Dg 
... -tlo rl.tlaa, 111. til _..a 
••se•'•a, u a a\lbst1tu.w. 

I 

c--- --CONFIDENTIAL:.,.._~---"--c 
Regraded Unclassified



6. 

e. 

9. 

tfOO "'-110& .U ·n•M• _. 
wi111l 1,000,000 ~ ot 

oallbor -'0 ~·-· 

M f&-..-. 

-~·t .... cn-~­u-. -. .. ".._....,..,_ 
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... , ..... ......_ 0111,._. 
11S. taw JON111Wtua taw 
1au41ato ~ ot Wa ..._ 
otpu • .a...~oqpt~~ot ... 
,_ tloU ttm. 

.I.OUOII U 1a pra II .. to Oft • 
to ool1 1D ,000 -.ti.U 1'1t1N 
to lrlola Jfto ..... - ot 
RZlll• noou. 'l!lo• - 1a 
o441Ua to tM 18,1100 rotunt 
to 1a It• 1 aloofto 

10. 100000 ~ol4 ritleo with ~111011 ... IIOWo 011 :n-, 10 I. I 

11. 1D c\1-tGII: .-.with -.111011 .., aarplaa 

u . 

IDO .AaU-aa-tt .-. (17 .-) 

wltll ~·-
110 ... ,.h~ ra: (P) 

100 'fDQ with ~ts. 

liT Cll'4or ot il&a ~ ot trva 

A~~ 

Regraded Unclassified
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Mr. 8ull1Yen: Bello. 

Operator: 

Mr. 1s: 
Blanton. Go aheacl. 

Bello. 

Mill Blanton: Bello, Kr. Bull1Yan. 

llr. S: 

8: 

Mr. 8: 

8: 

Mr. 8: 

B: 

llr. 8: 

tu. 

Senator Barr1aon to14 ae earlier to4&7 
that he 1 4 han to be 4own at the !rea11U7 
1n tha aorn1nc. •o• tlben he oa• o•er 
here he aake4 ae to oheok With 7011 ao4 
eee that 1n Y1tw of the faot that the 
Pree14ent'• aeeeace ha4 ooae OYer ¥nether 
that oonterenoe ha4 b"n oalle4 off. 

tea, that hal b"n oanoelle4 an4 I wae 
rotnc to oall h1a an4 I Viall JOU 1 4 apolo&1&e 
to h1a for ae for not haYlft& &Otten in 
touoh With h1a eooner. 

Oh that'e 
helll Juet 

all r1&ht, 
anU JOur 

11r. Au4 then, 
further •U&&••Uo .. 

!bank 7011. 

All right, e1r. 

·Goo4-bJe. 

Regraded Unclassified



10. ( a . U: u.. ( f(~ 190 

Regraded Unclassified



MEMORANDUM 

July 1, 1940 . 
TO Assistant Secretary Gaston 

FROM Commander Derby 

General permission ror departure ot vessels 
trom certain porta h&s been granted i n some instsnc~a. 
The following is a list or such general permits 
granted: 

Collector, Boston , Massaohusette: All 
eailinga or Eastern St eamship Line vessel 
S.S. Evangeline on regularly echeduled 
t r i pe. 

Col lect or, Tampa, Florida: All depart ures 
ot Am~rican motor ves sel Pilot No. 1 and 
American oar ferrie s Estrada Palma and 
Joseph R. Parrott and small Americah 
motor vessels under sixteen gross tone 
carrying no cargo and transporting fish­
ing part ies in absence ot suspi c i ous cir­
cumstances. 

Collector, Tampa, Florida: All departures 
or P. and 0. vessels tor Cuba. 

Collector, Ogdensburg, New York: 
ings ot vesaels properly cleared, 
those clearing tor ocean porta. 

All sail­
except 

Collector , Bu.tralo, New York: All sailings 
ot veeee1e properly cl~ared, except those 
clearing tor ocean ports. 

Collector, Cl eveland, Ohio: 
or vessels properly cleared, 
clearing ror ocean porte. 

All sailings 
except those 

Collect or , Detroit, Michigan: All sailings 
ot veeaele properly cleared, except those 
clearing toxr ocean port e . 

Collector, Chicago, I llinois: All sailings 
ot veaaele pr operly cleared except t hose 
clearing t or ocean porte. 

:.s1 
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Collaotor, Milwaukee, V1aoona1n: 
1nga ot Yeaaela properl7 oleared, 
thoaa olear1ng tor ooean po~a. 

X•oru4aa tor 
llJ'. Cle.aton. 

All aall­
exoept 

Colleotor, Duluth, X1nneaotal All aa111nga 
ot Yeaaela properl7 oleared, exoept thoa­
olear1ng tor ooean por~a. · 

Collector, Warroad, X1nneaota: All departure• 
ot Booth F1aher1ea boat• to lenora, Ontario, 
1n abaence ot auap1c1oua c1rouaatanoea. 

Collector, Ban J'ranc1aco, Cal1torn1a: All 
aa1l1.nge of Aaer1can Ye .. ela between Ban 
Franc1aco and ~r1can po~• and all 
regularl7 aohed!Ued dep~urea ot Xataon 
and Aaer1can Prea1dent Yeaaela. 

Colleotor, Seattle, Vaahington: All aoYe­
aenta ot Yeaaela between Puget Sound porte 
except final departure troa d1etr1ot. 

Collector, Seattle , Washington : All 
departure• of Yeaaela Northland Transporta­
tion Coapan7 and Alaeka Tranaportation Coap&nT 
to Canadian and Aaerican po~a. Alao other 
Yeaaela regularl7 engaged 1n Alaekan trade 
1n abaence ' ot unuaual oirouaatancee. 

Collector, Honolulu, llawa11 1 All aa1l1Dga 
ot Aaer1can Yeaaele between llawa1ian and 
Aaer1oan porte and regularl7 eoheduled 
dep~urea ot Xateon and Aaerican Preaident 
Yeaaela 1n abeence ot unueual or epeo1al 
c1rouaetan••· 

•• •• 
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2.. l 1<} \Co . 
I -

lb' dMJ> ltr, fr .. ldOD\1 

1A 1011U ht\or ~ • of Deo..,ller 6, 19)9, rou e4Yhe4 tllat 1010 llad 
oroote4 aa lato..-1 ool&lUoo w repro-\ tbo Aooorlooo OoYo"'-t 1a 
lta oca\aoto wltb \llo 1ator .. te4 rorol., toY•-•• 1D o.U •ttoro ,.._ 
lotba w tbo poarollaM ot ar •hrlolo 1a tlla Oa1te4 St atu, -ol•Uac 
or t ho tou-tac• 

(ol Tile l>lroowr or how.._t, Tl-ouurr Depena•t1 
1-1 Tile ~tor O.orol or tlla """'' (ol no p..,._ 
....... -rol ot tile • ...., • 

.,. __ tJ.T, tbo -Un Aulotaat t o t bo A .. lotent loorotorr or 
..... Colcaol llvu, -· holpate4 w - .. thlo oo.alttoo 1a u ... or 
t ho fll&OMo.-otor O.orol or tllo """'. 

At t ho U.ao of \bo to...atica or t bo -Uoo, Coptol.n CollU.. ae 
Dirot\Or or PN...- t, Coptoia CoU.lao oorrl e4 ca t hooo 1..8pon011t -
1>1 ttoo 411Uoo •looc wltb hlo rocuJ.a7 411\l oo oo Dlre<ltor of Procu.rc.ut 
wHh tlla roolllt \bot 1t wu !'l~ToltolJ.T l~q>a .. lblt tor Ilia \0 c:Sn to tho 
rt1111lor won or tho DS.lelca t bt ftponloloo aoooooorr tor Ut otflolMt 
tuaoUoallltl• 

Opoo tbe roalpaUca or Copto1a CoUlllo , Mr. Doool4 •· Kol- oeu 
to tho Troo11117 oa4 14M OYor tho howr-t 4\ltloe, All t.o lo aow \0 

loaYo tlla 'l'ro&11117 • 4or hlo aow o.ool,._t, I th1Dit U 1o aa opportooo 
u .. t o ooporoto tbo -"1a1ca or t ho r-.lllor proo..r-t tuaeUooo 
r.... tbooo or tbo rorotp parolla8M ~ador rwr -""•• •••·"P• I ollo..U 
lUo, tborotoro, w r o •• tllo\ ltr. ft1Up Toooc, Aoo1ot011t to tho -
ro\&rJ, lie 4ool.,.te4 u '!'rMoou7 a._uun oo tbo _. .... !:&TiDe 
to to win •ttoro roloUac to terotlp CDY•.,...t porobulaa 1o \lao Uoolte4 
lltot .. , 1a u ... ot tbe DlrM1or of "-•t• 

lor '" .. :puri.et.ca or t be ,., •• pnnrr ., dutlea I propoH w 
oppolat .... curt .. . . llaok .. Dlrootor or ProOIIroCODt 117 tn:loror ,..... 
hl t -t pool\la 1a tbo au-11 ot latonal ReYm\10, ltr. lllaell: llat -
4notlll& hlo U.c. nor tbo pon oOYOrol -tha to tho roor...,bo\1010 or tho 
Dh1110D aa4 bo bu """"Pt alloat ou.oh t1ae ro.Uu ud bot olio• oueb 
Ml'llod oopoal tr ror tlla won tllat I tool ho 11 14ool1T oqu1ppe4 to t ol<o 
OhUfiO or tbo DIY1o1 .. , 

'fbt Pno14at, 

Tile Wl>lto lloouo, 

-·-
Regraded Unclassified
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THC WHITC HOUSC 

WASHIN <n'ON 

.r ...... 1940. 

Wr dear Kr. Seeret&r71 

011 De e•l>er 6th, 1939 , I c r eate4 .,. lnforul 
Co .. lttee to ropreoeot t he Jaerie&D CoYernatDt in ito 
contacto with t he l ntoreotet t orolcn ~Yo~onto ln 
ill •ttoro relotl~~& tc t he purcbaoo or nr •torialo 
ln t he 'Ol11te4 Statu. 

At ~ ~otlon 70u 4ao1~ted the ~rte~oter 
General o! tl.e ~ ao a =e:obor ot t b.h Co:aH teo. 
1 obov.lcl lit. t o aubotl t uto tor the ~rteraaotor the 
l:ueutho Aoolct.o.nt to t he Aulo t&Dt Socretal'7 o! 'fa r . 

'fill •·ou pleaoo loo"e appr opr iAte l ootructlooo to 
Dako tb.lo change e!!ect1Te. 

Sincerely. 

The !iooorable , 

The Secret"1'7 o! 'far. 

225 
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nt£ WHIT£ H OUSE 

WASH INGT()tj 

liT dear llr. Secrotaey : 

Oil l)ec•bor 6th, 1939, l creato4 ac l llfoi"JUl 
Co .. l tteo t o r epreoent the Astr1C&D GoYernaent ln lto 
eonta cto wlth tho lntereotet forel~ co•ornmonto ln 
all •ttoro relaU~~& to tho purchaoo of war •tertalo 
ln tho 11111\114 Stateo . 

At rq •ue&e•Uon ;you deel~ated tho ~rter=ohr 
General of tl.e Ar:rq ao a =e=l>er of thlo Coalt tee. 
1 obould llu to eubotltute tor t he ~rteraaotor the 
lsocut1Yo .t.ooletont to t ho .t.solotant Soc retar:r of f a r . 

llll ~ou pleaoe leo~• approprlAtt l notruc t lono to 
make t hh change e!!ectln. 

Sincerely. 

the Bonorablo. 

The Secre ta r;r of far. 

22.J 
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C.AH l......n' t7 STATIE ·---
hl7 1, lHO • 

'ftl.e S.Ol"O'&I7 of I'-SO PNI .. h hll CK'..,,_,, 
'o •• Mil"Ull taw '""'&17 of Ulll ~ ... '", u4 

enolo• .. oM oopJ' of paNplll"uo of Ptrrtt'e4 .Pill 

of pep w.· of 'ologna h. H of .ruo e• tre. lol"4eau. 

,., 
• 
"' ~~-. • 
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, ... I, Mle .... le. " of l-. 14, I p.a., r..a .......... 
oeaVal 'banlt la oleoo nletlouJI.lp wUia U. rotOJ'al 

Reeer.e ot tho Uaite4 ltatoo, aa4 1' wae ''e~lJ 

1ae:q~lloallle 1 tha' U W ta11e4 " 11 G.loa'e wttla 
b.la. 
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!be loYei'!IOr ea14 ~t t~ )'oar k1a4 l&hrY­

Uoa hi hll4 noe1Te4 ottlolal ooatlra&Uoa ot ~ oi'041UJIC 

'0 the JaU ot rra.oe IIOOCMaat b)' the l"IOIDt 10!4 traao­

aoUoa. Retenaoot )'Oar hlecru ot the alaetoaatla ot 

.Ja.ne. Up to ~~ )n'luq t!ae loYei'!IOr laa4 not noa )'et 

rooi1Ye4 41root ooat1raatloa troa tbo redlral ReoorYo 

nor &117 reteren?e to the fllaroea' 'llbloh rO&alne4 to M 

ore4Ue4. In ttw aoet eaplaaUo WilT be allke4 thlt we tr,. 

t o pt ... e oaUotaoUoa, or at leaet aa o:q~laa&Uoa ot 

~ nuoa • ... 
. u ao u .. laaYo I •- ~ loYoraor ae taoUp.-t 

u he wu about t1a1a. 

Laet alpt RHtt ouo la to I&)' I004-1f'i, Bo~4 Jllo 
.... 1o llulq tor Olaatol a.,.oa " tako onr ~ 411U~ ot 

Bo1oaapr. !be latter 1au beoa ....a to tbl arM!~oo 

ooaalooloa, aa4 be lo llaY1BI tor Wloeba~ 1aa14lato1J. - ~ . . ' 
BJ!)JIIL8; ... B ... ... 

Regraded Unclassified



RAW 
Th1a telegram must be 
cloatly paraphrased be­
ful'C btlng conll!'.un1cattd 
t.u rnyone . (Bl') 

Secre tary of State , 

1laoh1n:;;ton . 

6 , July l , 9 p . m. 

~J"-<- ~11#,·'"1 230 

...f"..a..c... • J'" • I ;r ~ y~ ~~;·~~~ 
.~ 

DatEd July 1, 1940. 

Rto 1d . 9:07 n . m., 3rd . 

PERSOJ•AL FOR TliE SECRE'lARY Alm 'l'I!E PRESIDEliT • 

• 
I hnd l cng conversations today with Lebrun, Pcta1n, 

Darlnn a nd Chautcmps ; and alao a poke briefly \71 th Wcygand, 

Po~rtt , ~arquc t and many sena tors and Ambassadors . Tht 

impression which EmErges from thesE conversations is the 

extraordinary one, tha t the French leaders desirE 

to cut loose from all that Franc£ has represented during 

the p~at two ccnerations, t hn t thEir physical and noral 

de f eat hoo been so absolute that thEy havE accepted c~ 

plE tcly for France the fate ot becoming a province of l!az1 

0Ernony . ~orcovcr in order thnt thEy may have as many com­

panions in misery as pos3iblE thty hope that ~ngland will 

be rapidly and completely Gctec tcd by Germany and thot the 

Italians , Yllll sutter thE srunt t'o tt . ThEir hopE ia that 

Fr~ncc may become Germany ' s t cvor1tt provincE - o new ~au , 

which will develop into a new Ooul . 

End Section One . 

dULL I?:.' 

WTIC 

Regraded Unclassified



JT 
This ttltgr~m must bt 
cloatly p~rapr~as td bE­
forE being communicatEd 
to anyont . (br) 

Stcrrtary of Sta t e, 

tlashington . 

(PARIS) 
LA BOURBOULE 

Dnttd JUly 1, 1940 

Rtc 1d 9:35 p. m. , 3rd 

6, July 1, 9 p . m. (SECTION T\';o ) 

231 

This mental disorder ytattrday was accompanied · 

by a physical disorder in living conditions and offict 

~rrangrmtnts which was fantastic . As you know thr FrEnch 

Governm ent arriv ed in Clrrmont- Fcrrand yrsterday. Dl.s­

pltasttl b y living arrangtmtnta it l£ft today f or Vichy. 

In view of thE disorder nont of tht st~ttmEnts which 

wtrt made to mE t oday should bt taktn as indicating any 

flxtd lint of policy or opinion. ~'ht truth is t hat the 

Frtnch art so completely cruahtd and so without hopt for 

thE futurt that thty art likely to say or do almost 

anything. 

OnE . I called ou LEbrun at 11 :30. lihcn b e rnttrtd 

tht room ht had a te legram from tht Uni tEd Statts (Atlanta , 

Ororgia) imploring him not to surrendEr the French Govern­

ment to Germany . He s a id that h£ had rtctivrd hundreds 

of such telegrams . I rtplitd tha t thtat ttltgr ams 'lln­

qurationably had shown hi m tht ttrr i blt shock to Amtricnn 

publio 
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J\U.f 1• 9 P• • • (SEC TWO) tro• LA Bourbou.lc 

pu.bl1o op1n1on that bad bun prcxtuord bJ the 1du that 

Franor oould drlivrr into thr banda ot hrr rnr.,. a wrapon 

with which to out thr throat or her allf• England. Br 

1mmrd1atrly broamr vrry rxcitrd and eaid that thE Frrnoh 

poaitivrly would not (rrprat not) drlivrr thr tlrrt 

to Grrmany tor thr GErmane intrndtd to carry out thr 

olauere or thr arm1et1or and that hr w.a orrtain that 

tbty would not tak£ and rmploJ threr warebipa. 

(EIID SECTION 'l1IOt 

BULLI'l'T 

NPL • • . 
" 

.. 

• 
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!1.'.1'1 
'!hie hltgram must bt 
olostly paraphrasEd bE­
tort bting ooi!DIIunicattd 
L..> nuyont . (8r) 

St or£ tary of Stat£ • 

•washington. 

L& Bourboult 
(Paris) 

Dattd July 1, 1910. 

Rto 1d. 10:55 a .m. 

6 , July l, 9 p .m. (SECTION THREE) . 

233 

Bt thtn said that tht Uni t ed Statts had donE nothin& 

to htlp Franc£ which had bttn fightina tht battlE of ali 

tht dtmocracits and that criticisms from tht UnitEd Statt s 

were in txtrtmely bed tastE . 

I rtplitd thut wE haddon£ all thot WE could; that wE 

hod mad£ it clEar to FrancE from tht beginning that WE would 

not tnttr tht war; that the ptoplt of the United states 

could undtrstand that thE French army had beEn o~liEEd to 

aurrtnder and that this action woe considePtd as ~ad as tht 

action of the King of tht BElgians in withdrawing hie armJ 

from the bottle at Dunkirk which had bttn vigorously con­

demnEd as an act of trtachtry by tht French . TbL permitting 

the fltct to tall into German bands was howevtr, much mort 

atrious . lt mEant providing means to destroy an ally. 

Lebrun fltw into a passion and said that tht British 

had givtn almost no hElp whatsoever to thE French. Thty had 

sent ten divisions incompEtently off1cered which had provtd 

to be dtficitnt in figbtin3 spirit. Tbty bad run from the 
Soamt 
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~11 - 2- 1/6, July 1, 9 p . m. (etct1on thru) La Bourboul£ 

Sob~lt and thE Br1 t1ah Oonl'lliDtnt hlld d thdrawn tht Bl'1t1eh 

purs1At planES from tht battlt Of tht 80111111£ • 

JlJl.LITT 

• 

D!)l( 

• 

• 
Regraded Unclassified
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.:.-::? 

.LTP 
(P~11) 
Ln Bourboul.e 

This telrgram must be 
closely prz~phr~sed bc­
.·, rr bci n& commu:~icntEd 
t: n;·onr , (br) Do.tcd Jul.y l, 1940 

Reo ' d 9:10 ~.m . , 3rd. 

Seorct~y of 8\ntc, 

W~hington. 

6, Jul.Y l, 9 p. m. (SECTION FOUR) 

The British woul.d soon suffEr th~ sac• fate that 

the 7rrnch had su!facd, I t woul.d then be the turn of the 

Unitc~States and he woul.d like t o sec whether either 

Great Britain or the United States woul.d stand up to 

thE Germans as ..... as France . 

Hr then suddenly without mental continuity, statrd t~t 

i n hio belief the British woul.d bE able to brat off the 

German attack and that be he~tily hoped they woul.d be 

able to. He then launched i nto a diecription of thr 

pitiable plight of tbr refugees, which 1e indeed horriblE, 

a11d stated that if tho: nut had been ecnt to EDgland 

thE Germans unquestionably i n rrtoliat1on woul.d have 

dEstroyEd P~is, Lyon and cvrry other c i t y in France, 

I have never seen Lebrun i n euob ~ st~tc of 

nervous exoitrmcnt ~ i t wc.ybviously WE~isome to 

o~ry t he oonvEra~t1on furtbor . 

BtJLLlTT 

• 
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.UP 
Thia trlcgrc.m must be 
cl osely pcr~hraeo:d bor­
f ore being oocmunicctcd 
to cnyonc (br) 

8eoretnry of Btnte, 

'IGSh1ngton • 

• 
6, July 1, 9 p.m. (8EOTIOW JIVE) 

(PARIS) 
Ln BourbO\!.lc 

Do. ted J';llY l, l!KO 

Rrold 3115 n.m. lOth 

I then c~lrd on Mnz&hnl Petnin who wna calm 

... 

seri ous (t) ond ~together dignified aa n (t) grrnt (T) . 

Af t er I to.lkrd for r.n hour the lit\nhnl o.akrd me to t c.ltr 

lunobeon with him aadaa 11 result I to.lked with him for three 

hour a. 

'l'he lltU'ahnl first naked me nbout oondi tiona 1n 
> 

Pnr1a whioh l described i n greet dctoil ~ ~ n 

number of rccocwcndGtiona "Ill of wh1oh br noted. Be 

then a r.id thnt be deaired to thank me 1110at profoundly for 

tvwtns rcmnine in Pnria nod for (T) nrr'\Dged tbe ord<rl1 

oooupnti on of the o1ty. 

BULLirt 

Hote l Repetition of entire meeenge reQuested. 
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JT 
This telegram IIIUat bt 
closely paraphrasEd bE­
fore being ooJmnuJUcatEd 
to anyonE. (br) 

Secretary of StatE, 

Washington. 

(PARIS) 
LA BOilRBOut£ 

Dated July 1, 1940 

Rro 1d 4147 p. m,, . 3rd 
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61 July 1, 9 p.m. (SECTION SIX) 

Ht said that ht pErsonally and all other Prtncbmtn owEd 

mE a dEEp &Ebt of grati tudE tor tbla act . HE thEn said 

that ht felt that thE main outlines of thE futurE wErE 

clear. ThE Germans would atttmpt to rEduct FrancE to a 

provincE of GErmany by obtairrlng complEtE control of the 

cconomlo 11ft of FrancE and by maintaining Franc E in a 

condition of ptrmantnt military 1mpotrnor. It had bEEn 

obvi ous to blm llbEn hE had rEturned from bls Embassy in 

SpaiD that thE war was lost. He bed attemptEd to pErsuade 

Reynaud to aek for an armisticE thE moment tht British 

had rrtuerd to acnd thEir pursuit planEs to participatE 

in thr fighting on thE SommEe ThE truth was that tht 

Bri tish bad scarcrly participatEd in that dEclelvE battle 

of thr war . ThEir troops bad run , and although thry bad 

had 40 squadrons of pursuit plants in England they bad 

ernt only fivE to part1o1patt in the battlr . Frrnch 

louu of ma ttrial in BElgium and en the Prtnch trontlr:r 

bad 

• 
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(Parh) 
-~ #61 Jul)' l, 9 P olio (SEC SIX) tl'oa La Bourboult 

had bun suoh that '"tllt Prrnob troops outnUIIbErrd tour and 

t1vl to onr had t1nallJ btrn without IIUD1t1ona. Tht 

Prtnoh arll)' had d1s1nttgratrd and thrrt ••• nothing to do 

t xorpt to makt ptaoto 

The Marshal thtn •tnt on to ••1 that the qurat1on 

ot thr nut had btm a ttrriblJ d1tt1oult onto Ht 111.­

atlt had t~ktn tht poait1on that tht Prrnoh tlttt would 

ntvtr b r aurrtndtrtd to Oumnr o.nd hr wished to trll mt 

that ordtra had bttn givEn to tvtr)' oapta1n or tht Prtnoh 

flEEt to a1nk his ship r~thtr than ptrmit nis ship to 

t all into Otrm!I.D hondso 

(END SECTION SIX) 

BULLITT 

NPL 

,. 

238 

• 
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RAW 
Thia telegram must br 
closely par~pbraatd bt­
rnl't b£1n5 C01111!1Unicattd 

, ·.u;,ont . (Br) 

SecrEtary 9f State, 

Washington . 

La Bourboulr 
(Perla) 

Doted Jul1 1, 1940, 

Rtc'd, 10 :50 a . m., ~rd . 

6, July l, 9 p .m. (Section acvtn) , 

239 

He thou@llt that Ou'!llan conduct 1n France indicated o 

desire to obtain the collaboration of the French as the 

chief conquEred province of Ocrmarlf, He did not believe 

that the Ocrmana would break the terma ot the armisti~e and 

he thougbt that they would on the contrary do everything to 

obtain the good will of the people of P1ancc and their 

cooperation in a subordinate role , 

Pctain then went on to eay that ht thought that it 

would bt a good thing for FrancE if tht Parl11ll!ltntariana who 

~d ~ten respons i ble not only for the policies which hod ltd 

to the war but also for the relative unpreparedness of Prance 

a~ould be cl~notcd from tbt French Oovrrnm£nt . Re intcndrd • 
to dismiaa cvcry pol1ttcian who bad been connect~d with tht 

Blum Government . Be tclt that the ayatcm of Government in 

FrancE must be changed , In his opinion one ot the ch1ct 

ccuacs for the collapse ot the French army was that thE rc ­

ac rvt off1ccra who hod been Educated by school teachers who .. 
wErE Sociol1ata and not patriots hod drae rtt d the i r m£n and 

shown no fighting apirit whotaotvtr. A acnae of courQgE and 

duty llll.lat bt reintroducEd into P rnncc . 
BOU.IT'l' 

RR 
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Ul' 
TbiC teltgl'::W 01111t bE 
olootll poro~ooEd be­
t ore b£1ng oorcunl..oa.tal 
t o anyone. (br) 

Scorctarr ol State, 

·7o.shin.,stou. 

La. Bourboulc (Pa.-1a) 

Dated Jull l , 1940 

Rec 1d 7:~5 p~. , ~rd 

6 1 July l , 9 :PoLl. (SECTION n OBT) 

:Jars hal. Pctain went on to ao.y that he E.-:pcct cd 

GO'WIJ\1 to crush C:ngland rapidly ond he b£l1 cvcd that 

Gtl'!Uany nould make her chid dcnands o. t ti:-1: upEnsE ot 

England. OErrlany probably 11ould annex ur~ • .r portions 

or J.l'ranca and 11ould probably control the w.c;>: .L of l?:ranc>E 

thro1)8h coonomi c arran3Emcnts but he felt thut England 

I 240 

rtould be ( 7) destroyed by GEl'nlany and tho.t oh!l£ 0El'll18.DY 

nould t oke French Lorocco and other French possessions on 

t he Atl:Atic coast of Africa sh e would ·alao takE South 

Afri ca. I nd ia and Canada U the United States ahould be 

dctcattd. He beliEVEd that t h e I talians nould ~£ Tunida, 

Egypt and Syria and perhaps aomt portion of contincnta1 

France. HE felt that Algeria \70uld be p ermi ttcd to rEDnin 

in ~"rtlloh hands. tit · cxprcsotd grto t b i t terness aga:nst 

Churchill and Gcncral ·dc Gaulle. 

Pctain added that Itt bad just oalccd the Gcrman 

Government to pEr.Oit t~e French Govcr nccnt to cetablish 

a sort of vnt ioo.n City at Vcraoillta tram uhloh France 
I 

could 
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oould b&: govrnrd 11111oh 1110r1: cttlolrnt:l.f than trCD Vio!IJ• 
{END Ol!' SECTIOB EIGHT) 

JRL 

NPL 

• 

.. 

• '41-. • 
• 

BULLITT 

• 

• 

• 
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REB 
'l'hi• tElE6J'am Jmat bE 
clo•rl:y paraPhraaEd bE­
for£ bdll8 c •n1oatrd 
to en:yon£ , (br) 

Storrta~ of Statr, 

Waah1Jl8ton , 

(PARIS) 
La Bourboul.E 

llatrd Jul:y 1, 19~ 

Rro'd 4:50 p . •· 3rd 

6 , Jul:y 1 , 9 p , a , (SE:CTIO• HillE) 

• 'l'hru . J.dm1ral Darlan waa intEna£1)' bittEr againat 

Grrat Britain, Rr aaid ht felt tb&t thE Brittah flEEt 

242 

bad provtd to b£ aa grEat a diaappaintz:lrnt aa thE Frrnch 

u•m.:y , It waa dirEctEd not b:y a mo.n, but b)' a board of 

d1rtotora Who could nrvtr ~akt up thEir m.1nds about an:yth1114S 

until it waa too latt, Rt had spEnt a month t~1ng to 

d!.acovcr who waa rupona1blt for tht f1aacci of thE 

llorwq;ian EX))Edit1on and h E wu unablr to p1n tht 

rnpona1b1lit)' on an:y a1ngl.E En3l18~ dncE thE Boa.rd 

or DirEctors ha4 takEn thE r£8ponaibilit)' collcctiv£1)'. 

Bia JDOat intEnSE b1ttcrnru appo.rt:n-tl:y hnd bun 

arouatd b:y o.n EXp£r1mot of hie own son who wa nth thE 

Prrnoh 1110.rinra (tuaillrra 1110.rinra) o t thE Sommr 1n dirEct 

contact with th£ British. 

(END SE:C'nON MINE) 
BULLI'l"l' 

I' 
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Elf 
Th1• ttl tgl"GGD llll8t b t 
o1oat11 parapbraetd bE­
forE bEing ocaaunloattd 
to an1onc. (br) 

seorttar1 of State, 

17aeh1ngton. 

.. 243 

La BO\Il'boul£ (Parla) 

DatEd JU11 1, 1940 

Rto 1d 7135 P•••• 3rd 

6, Jul1 1, 9 P~• (SECTION TEK) . 

HE said that his son 'tlbo had bun tlllcm pr1soatr ntar 

Ca1a1s had managed to re:1ch BordEaux and had to1d h1a that 

the British troops on the Somme had run to the Brcs1E 

btfort thE G=na ho.d firEd o s1ng1t abo.: :n:1 had b1own 

up tht br1d8ta bEhind the l"rmoh IIUlrlnu. 

Darlan ucnt on to 1:11 that hE ft1t cb~ut£11 oErtaln 

thct ~rent Brlto.ln would be comp1£tel1 conquered b7 GO'IIIo.J11 

within five 'wEEks unl.tss ~ Jr1ta1n ehould surrendEr 

sooner. :It '!fould 1n h1a op1n~on be mtlr£11 1lllposaib1c: tor 

the British to smd o a1ng1e ehip into the pG1111 of London 

CV' into the ports of Pl1JDOUth1 Southmapton, 3Dd PortG~outh. 

ThE Gcrm.:>.na oould to.k£ :Irtl:rnd cr.l111 and c1oa £ thE port• 

of Glllsgo"'• L1vcrpoo1, C:uodlff • and Sr1ato1. Grmt 

Brlto.ln would diE of o.spbyxlatlon tvtn wit~G£rlllln 
invasion. For hls :part, be did not btU£V£ that the 

Brlt.lsh Govcrnmmt or pEo'Ol.£ uould hAve the courage to 

ato.nd agalnet atrloua G£1'111tm air bombordlllmts and he 

upcottd a eurrmd£1' o.ft£1' o tm hta?J alr atto.olm. 
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118M 
'l'bh tElESJ'&a JIIUit b l 
oloor1r parapbrasrd 
brtorr brlng eommuRl• 
o~trd to anr9pr . CBr,) 

Srorrtarr ot State, 

Waeblagton, • 

LA BoiU"boull 

Datld J\llr 1 , 111<60 

Rro
1
d 8160 p, ••• •th 

e, M:r 1, 9 P • • • (SECTIOI ELEVElf) 

244 

I rmarkcd uat hr armed \o rrgar4 thlo ~~~· 

with oonl1dcrab1r p1ca&nU'C an4 wtun he 414 oot dlllf thlo 

rcurlc but omlltd I sald that lt nord to • that I taa4 

obecrnd that th£ l"l'rnoh would lltl to han E~~t;lant een­

qucrld tn order that OU'11&117 mlsllt han ao a117 •...-crr4 

pronnera \o colltl'Ol ao pouU.1r and that P'n.Dot lllpt 

brooa..: tbr taYOrttr PJ'O'rinor hc -111d apla aDd no4414. 

I tsn aolttd llaPlan 11' ILl uptetld an attaok all tb1 

11n1tl4 Statu . Hr aatd that h e tilt ocr ta1D that Hitler 

would attaolc taa Unltrd Sta tro ohortl:r atter 41spoo1Dg ot 

£nslan4 and rqual~ orrtaln tha;, thE drtenou ot thl 

Unltrd Stat re would provr to br as vulnerablr as those 

ot England. Hr thm eald that hr trlt that thc floroldtnt 

ot the ll'Bl tt4 Statu had madc a SJ'I&t lllotakc t n or1tloh­

t ng thr Frtneh OoYn'DIIImt'o &SJ'Ualnto wlth regard to the 

tlcrt. Hc, Darlan, bad ornt word to tbr ottl orre ot thl 

/ 
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tlut brtorr thE u•hUoc arpUatlou U.t bl woa14 

thr tlrttt aa4 1llolhtr4 011 tbt 4Dall4 tblf WCNl4 bl 

ol'drrcd to lran at o11o11 tv Martlu.- alliS ....__ 
• ao plaar thl tlut lD tbr M.Se ot thr Vll1tr4 Statu. 

U on tbl otbcr hand lt alloul4 br po .. lblr to krrp tbE 

tlut out ot tbE ~ ot tall Ou 

baD4a hr woul4 Jll'd'rr auoh a aolutloD. lJDdno DO oaa41-

t1oDe woul4 ht aiDd tta tlut to E~~SlaDIS alDol hE ae 

otrfa1D that thr ... BI'ltleb woul4 DIYCI' nturn a a111111 

yuul ot tbt tlnt to Praaor aa4 that 1t Orrat lll'itelD ' 

ehould Win tbt war tht tl'tatiDDlt whloh would br aoo011"dr4 

to Pl'anor b7 Ortat Bl'ltalD WOUld bt DO IIIOI't 81DEI'OU& than 

tbt trutarDt aoool'dtd b7 Or~Q7. 
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SJ'S 
This trlrgrtu11 must bt 
c losrly paraphr ased be­
tore bring ~-~~icatrd 
to anyone , (ht· , J 

' 246 

(PARIS) 

U BOURBOULE 

Dated July 1, 1940 

Rro ' d 9 :59 a, m, July 4, 

Storctary or Stat c, 

Washington 

61 July 11 9 p, m, (SECTION TWELVE) 

Rt addtd that he had given obaolutc ordrra to tht ott1crr, 

ot h1a !lett to sink 1mmrd1atrly any ship that tnr Germane 

should a ttrmpt to s tiz£, Hr aald tl» t prrp&rat1ona tor the 

a1nk1ng or thc ships had bccn made on r~rry Frrnch vcascl , 

I said to him that I did not a tt how tht Frtnoh could 

hcvr any control ovcr any French vessEl which might return 

to Frcnoh ports under 0Ermnn control, Ht repliEd that thErE 

would always bt a~ard thE vEssrla suttioirnt FrEnchmEn to 

sink thcm tnd t hat thEy woult\, bt on thE 0 lErt , 

I ~Sktd wha t VESSElS hE ExpECtEd to atnd back to 

Toulon, RE replied that ~r Expcottd to srnd both thr 

DUNKERQUE and STRASBOURG to Toulon, I rxprrssrd thr opinion 

that this 111: ons tba t t he two most voluoblt units or the 

FrEnch tlrrt would soon b£ in Otrman honda a1noc thE GErmans 

could 4 lwo.ye say thllt one tnm or thr Armiat1ct or ano thEr 

had not bErn carr1rd out and that thcy wert justifiEd thcrrtorc 

1n disrcgardi~ thE othEr ti:n. of' tl'lr 4rmlstiot. 

BOLLI '1'1' 
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JI 
This hlqrm llllat bl 
oloscly parapbraacd bE­
tort bc1ns oo;.unloate4 
to any one. (br) 

• 
seorrtary ot State 

lfaahlnston 

(Parle) 
r.a Bollrboull 

Dated July 10 1940 

Rro 1d ''28 p~. 7th 

6 0 July 1 0 9 ;:;t (SECIIf,'l'HIR!E~ 
it Darlan r~pll~t bt had just aa little 

ant1dcnoE aa I bad ~ Gmtan prccnhte But (?) 

the btho.vlor 1,r th£ a"'iiana e1noe their oonqucst ot 

Pranor had ind1oatcd tl'lat GtrmanJ dcelrrd to makE 

Pranoc a dllins vassal of Gu'tllanJ• It was ln his 

opi nion oErta1n that Bltlcr 1nt~dcd to bring the 

EntirE oontlncr.t ot Europe lnoludlns England into a 

e1~t ouataos union and that he /J#Ilrcd to MkE 

Fra nor h la lEading vuaal atatc. PranoE could do 

nothing but accept such a poa1t1on tor tbt a~Er.te 

H1tlu mlsht arrtad :.u.e £l11Plr£ trO'll one end ot thE 

CIU'~ to tbl othEr lnoludlng thE UnitEd Statu but 

all auoh mplru tvtntAl.y broke up bcoauu the 

maatcra in caob aubordlnatr country brgan pmtually • 

to •.-bin with thE country in ®lob they trcrr 

ruldmt. Hit 414 I'!Ot bc11r<rc0 pcrdorc0 tb.&t GO'OIAD 
dacllnatiOil 
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RAW 
'lbia t clegr!UD nun.; bt 
ctot t .'.:> I:'&r•oh! r•nn! b~­
t O."\ ')-;1 , .. g o~~,..:;n:no1c.a tE4 
to an;;on~, •. Jll·) 

S6orctar, of Statt, 

Washington. 

La & •ll'boulc 
(Paria) 

Da te~ :uly l, 1940, 

ftlc'd, 9:57 a.~., 4th. 

"' 247 

6, July 1, 9 p .m. (SECTIOR FOURTEEN) , 

Darlan thtn wtnt on to aay that thr Br1tiah Oo'f'trn­

lll(nt waa rctue1ng to permit a Prtnoh cru1ecr and two 

torpedo boa ta which wtrt in tht haJWr of Aluandria to lta•c 

tor French porta. Bt addtd that ht intended to gi•t t.­

mcdiatc orders to thcet eh1pa to &hoot tbt1r wa1 out 1f 

ncceeaar,. 

Bt commcnttd that he felt that when England ehould bt 

forced to eubmit to GErmanr'• will wr should find tht 

Britiah eagEr to et t the Unittd Stat~. in tht a&m£ eubord1-

natt position. 

Darlan then a aid the t Prtnoh •1"110' had not only bun 

dtttated but compltttly dieintrg"atcd. ThE Prenoh tlttt bad 

not btrn drttetcd and ita ep,tit "tm&intd intact and ht 

• hoptd and bElit'f'td that the off ic: ra oorpa ot tht Frenoh 

naVJ would play a great role in rebuilding Prance . E'f'try 
• report from the tront ainct ~ay 10 indicated that thE FrEnch 

aolditr at1ll had all tht couragt and ability that ht had 

cvtr had, In hU opinion tht aoldicra ot 1940 wErt tullJ' 

equal t o tht aolditra of 19lt. But tht cnt1rt aystca of 

parUULnt&l'J 
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RAW -2- #e, J'ulJ 1, g p.a. (Scotton U), La BDIU'boulco 

parli•.llll(lltGr:T g"'1tr111111nt 1D Pranot ha., bun rotttD and thl 

high c0111111all'itr or tht a"Q" bad pro•ud to bt cquallJ rotttDo 

A ooaplctr change 1n Frtnob wara or 11rr waa nct4cd. 

BULLITT 

• 

HPD 

• 
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RDS 
This telegram must bt 
closely paraphrastd bt­
fort bting oommuni cattd 
to anyone , (Br. ) 

Secrttary of Statt, 

Washington. 

(Paris) 
La Bourboult 

DatEd July 1, 1940 

Rtc ' d 10:25 p,m~, ~rd 

6, July l , 9 p, m, (SECTION FIFTEEN) 

249 

Derlan aaid that ht had poa1t1vt int'ormation that in 

tht lmmtdia tt futurE GErmaQ. troops would paaa through 

northwestErn Spain to attack and atl~e Portugal, Bt thought 

that Portugal would bt turned ovtr to Spain with tht u ­

otption of Lisbon which would br kept p; rmant~tly in Orr­

man hands . HE statEd that ht had just bttn informed 

authoritativEly that Gtrman troops had already crossed 

into Spain. 

IDIIDCdia ttly aftEr talk1~. with Derlan I bad a long 

t alk with Lcqutrica, Spanish ambassador to PrancE . I 

told him without naming Darlan th• t I had htard this rEport. 

HE rEpliEd that thErE was not a word of truth in tht statE­

mEnt that 'Erman troops had croastd thE Spani sh front1tr, 

Moreover , ht did not bdi tv t tJ1at Otrman troopa would croaa 

tht Spanish frontiEr, Ht f Elt , howeter , that it was vtry 

important for Spain to bring tht prutnt rar to an tnd as 

rapidly a s possiblE and ht hoped that a cooperation bEtwEEn 

the United Statts and Spain to this end might be Established, 

In 

/ 
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- 2- #S, JUly 1, 9 p. m. (SECTION FIFTEEN), trom (Parle ) 
La Bourboul.c. 

In confirmation of his statEmEnt that thErE waa no truth 

in thE rEport that GErman troops had EntErEd Spain he 

sa id that hE had tclktd with th1 Spanish M1n1attr for 

ForEign Affairs by tElephone to Madrid a t 12:30 today and 

that the Minister had assurEd him thnt thE report was En-

tircl:y false . 

(END SEC'l1 ON FIP'l'£EN) 

• 
BliLLITT 

NPL 

250 

• 
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BJS 
'l'bia tdEgrUI IIUit be 

' oloacly paraphraatd bE­
tore being communicatEd 
to anyone. (br.) 

(PARts) 

LABOURBOUL£ 

Dated hly 1, 1940 

Sroretary ot Sta tc, 

Wallhington 

e. July 1 , 9 P• • · 

(SECTION SIX'l'£01) 

Rco 1d 91&6 I• •• hly '• 

Cbautcmpa and Smator Henri Bayc gave mt a coocrttt 

dcaoript1on ot thE prcarnt plan to oha~g£ the French 

Conatitut1on. Chautcmps said that Pcta~u ~a~ asked b.im to 

join his Oovernmcnt and he had done ao but he was gradually 

being ahovtd aaldt as an adviser ot Pttaln by Laval. Be 

said that Pttaln, Weygand and X..val intended to abollab 

tht prucnt Frtnch Constitution and to introduce a acml­

diotatorial atatc 1n wblob Parliament would play a amall role! 

ThE modtl would bE probably the Ocrman Conatltutlon wbtn 

BindcnburR had bun Prtaidcnt and Bitltr Chanodlor. Pttaln 

would bE Hlndmburg and X..val would bt Bltltr. Ptta1n, Wcy­

gand and Laval all bdltvtd that lt a d1ctatorah1p ot thil 

klnd .ahou ld be introducEd in France bttorc the peace Prance 

would. obtain much better ttrma than could bt obtained under 

a parliamentary regime. 

BULUTT 

TFV 
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R/<1'1 
This ttlt~rrun mu,t bt 
cloecly parnphr~3Ed bt­
f orl :>eing commu:~:l.cato:d 
to any.:mE . i Rr) 

StcrEtary of Statt , 

l'lash1ngton . 

La BourboulE 
(Paris ) 

Dattd July l , 19·10. 

Rtc 1d . 10 a .m. , 4th . 

6 , July 1 , 9 p .m. !(SECTION 17) , 
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Btnr1 Hayt said that all the atnatora and dtput1ts 

would bt aummontd to a constituti onal convention to estab­

lish th1a nEw form of govtrnmtnt . 

I a lso talktd today with ont ot thc few mEn in Franct 

in wheat 1nttgr1ty, 1nttll1gcnct and wisdom I havE absolute 

confidcnct . I delibErately omit hia namt . Ht stated to mt 

that hr felt that tht coming mAn in Franc£ was GenEral 

Huntzinger who is now in GErmany at thE htad of thE FrEnch 

ArmisticE Commission. BE btl1tVtd tha t ther e would bt tx-

poratory chances in Prtncb 11ft and that tht democratic 

parl i ame n tary systEm of eovtrnmcnt waa do~td . It had pro­

duced in public 11ft too many mtn who hod clc• erncss but no 

char actc r; too many mEn who rtgordtd t~Eir own intc rtsta and 

disrEga rdEd thc interEs t s of t he country . It would tnkt an 

extrEmely l r.ng t 1mc t o rcbu1ld a strong FrancE of charactEr 

and convictions and, thErt would bt str11nct aberra tions and 

eruptions out ht was absol utely confident that tht French 

sold iEr a nd the French pta a3nt wert as oound as thty bad 
cvtr 
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RAW -2- #6, July l , 9 p , m,, (Stet1on 17), La BourboulE 

tVEr b EEn . 

I rretivEd a long lttttr tonight from GEnEral REqu1n 

who commanded at thE End thE supErb PrEneh rEalatancE at 

REthtl whtrE bla troops atood until thEy had not onE 

cartridgE lEft, (End Section 17) 

BULL ITT 

PEG 
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RDS 
Tnis trlrgrnm must bt 
closEly paraphrasEd bE­
fore bring communioatcd 
to anyone . (Br. ) 

Stcrttary of Stat£, 

Vlcahington. 

(Parh) 
Lo Bourboult 

Ddttd July 1, 1940 

Rtc ' d 10r28 p. m •• ~rd 

6, July 1, 9 p. m. (SECTION EIGHTEEN) 

It g1vte thE SIUilE 1mprtss1on. I have talked with 

many soldiers who fought until thEy were totally without 

munitions and then ch~rgtd with the bayonet, 

ThE a1mplt ptoplt of tnt country art as finE as tnty 

hove Evtr been. Tht uppEr clnssts hov£ failEd compl tttly, 

(END OF IESSAGE) 

BULLITT 

NPL 
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, 

H.M.Jr : 

Operator : 

H.M. Jr: 

Arthu.r 
Pu.rvie: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H.M. Jr: 

P: 

H.M.Jr: 

P: 

I!.H.Jr: 

P: 

H.M.Jr : 

P: 

H. M.Jr: 

Rallo. 

Mr. Pu.rvh. 

Hello. 

Hello, Good af t ernoon. 

Hov are you.? 

Ju.l)' 1, 194o 
):55 p.a. 

Ver, vell, thank JOU.. I gather you.'ve been 
ver, bue7 tOdaJ. 

Mod era tel)'. 

(Lau.ghe) I vaa Ju.at going to aak you.-
vben JOU. telt vou.ld be beat tor you.-­
tomorrow or Wedneeda)', vhi cbner vae beet. 

Well, here's the thiq&. I've Ju.et bad 
Colonel Bu.rne and Adtlral Spear and You.ng 
together, and Mr. You.ng il on that Committ ee 
nov otticiall)' -- hello? 

Yee. 

And we're going to aeet wi th them again 
at 9:00 o'clock WedneedaJ. 

Ob, I eee. 

So I think i t 7011. cue 1n arou.nd 10:00 
o ' clock WedneedaJ, we 'd have eome neve tor 
JOU. 

Ob, that v111 be very good. I 'll plan that 
accord1nglJ. 

See? 

That will be very good. 

Nov one little thing you. might do tor ae--­
get tb1e Rolle Ro7ce lawyer ott 1117 neck. 
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H.M.Jl': 

P: 

H.M.Jr: 

P: 

B;M. Jr: 

P: 

H.M.Jr: 

P: 

H.I!.Jr: 

P: 

R. M.Jr: 

P: 

H.X.Jr: 

- 2-

Be ie - - frankly there ie only one way to 
get hia ott anybody'e neok and that ie to 
giYe an inetruotion to one'e eeoretery to 
reaoYe . hia. He ie the aoet long-Winded end 
abeurd person that I haYe yet etruok ln 
North Aaerloa. 

Well, that's eeying a lot. 

Be really oan't -- I mean, I don't know 
how -- nobody o8d handle him, you eee. It 
you don't eee hla he wrltee you letter• or 
be eende you telegram• or be doee thie or be 
doee that and be'e llYlng ln thie etrenge 
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paet thing. I'll do ay beet but I don't •••.•• 

Well, this ie the wey you oan get blm ott 
both ot ou.r neoke. 

Yee. (Leughe) 

Air Commodore Baker forwarded ue a letter 
troa -- (aeide -- who '• lt troa) -- from --­
Xaarice Wilton wrote e letter to Sir Henry 
Selt about tbeee plane, you tee? 

Yea. 

low, it Maurice Wileen would write ae 1 

le,ter ..... . 

I told hia that leet week 
to dO that and be told •• 
write you direct and that 
that. 

Well, be didn't do it. 

that be ought 
be wae going to 
be tully underetood 

Well, now I'll obeok Naurloe Wileen beoauee 
he proal .. d ae on Friday that be underetcod 
that and would do 1t. 

Well, he haen't done lt --at leaet, it be did, 
I didn't get it. And lt be would write •• a 
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P: 

II . M.Jr : 

P: 

II.M.Jr: 

P: 

II.M.Jr: 

P: 

!I.M.Jr: 

P: 

H.M.Jr: 

P: 

R.M.Jr : 

P: 

!I.M. Jr : 

P: 

- ' -
l etter t ben I w111 turn tbeee 4aan plane 
onr t o tbe Rolle Ro:roe and tbet' e tbet. 

Yee, be agreed to do that and I'll check 
to eee be doee. 

Row, the plane we're talking about ere 
the onee pertaining to the automobile•. 

Yea. 

I'm not going t o turn over theae plane 
ot the advanced engine• or tbe boabere. 

No, I aee. 
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It'a juet -- tbere'a eoae autoaobile plane 
in there 11 What tbe:r want e.nd I don't think 
;rour Government care• and 91rtalnl:r we don't. 

No, exactl;r. (La~be) 

And you have an i nventor:r ot thea, at lea-,, 
Air Coamodore Baker hae. 

Yee, :rea. Well , I'll get that checked out. 

Right . I t h1nk it tbe:r did that t hen we' d 
get thla law:rer ott ot m:r neck. 

Yee. All right. Nov then t here ' e one other 
thing -- though I've never f ound he'd go 
ava:r aa long aa there' • a ahadow lett. There'• 
one other t h1ng -- aa:r I aak :rout 

Pleaee. 

Slr Horace Wi1aon aaked ae ln a cable tb1a 
morning what attitude :rou are adopting 1n 
connection with the freezi ng ot balanoea 
beld in the On1ted 8tatee on account ot the 
French overeeae dependeno1ea. 

Well, that whole queetion it the one that I 
want to diaouee. 

Well , that'• Juet vbat I gueaeed. I aee it 
coa1ng .-- :r••· 
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H.M.Jr : 

P: 

!!.M.Jr: 

P: 

H.li. Jr: 

P: 

!!.M.Jr: 

P: 

!!.M.Jr : 

P: 

!!. M.Jr : 

P: 

!!.M.Jr : 

P: 

R.li.Jr: 

P: 

!!.M. Jr: 

P: 

H.M.Jr s 

P: 

- 4 -

And we got a cable troa Xenne«7 thai he'a 
coming very aoon now and he'a bringing 
Bewley -- with hia, who' 1 t ops you ltnow. 

Yea, well, I \blnk I'll Ju•t let Wilson 
know -- that-. ·one ot thl pointe. 

Did you know Bewleyt 

No, I don ' t know him. 

Well, Bewley waa the aan •••••• 

He'e the aan that waa out bet ore Pinaent. 

That's right. 

He 'a a Jolly good aan, I he&rd. 

Yea. He'e bringing Bewley with him. 

Well, I t hink that'• eplendid, 

Bo between -- but that's Juet the kind ot 
t hing that I Wllnt t o aak Sir Frederick 
Phillips. 

Exactly. Well, then, in that case I Will 
make that clear to him. 

Rlght. 

Nov there's one other thing that'• worrying 
ut a good deal. The Beam, you know? 

What? 

The Beam -- B-e-e-r-n -- that carrier which 
o .. e t o Halitax. 

Yea. 

We've discovered tha~_ahe hal gone not to 
Algiere but to Marti~ue . 

I know that. 

And our people a.re very worried and anxioua 
t o get thoae plane• and are wondering whether 
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H.M.Jr: 

P: 

B. K.Jr: 

P: 

H.M.Jr: 

P: 

11. 11. Jr: 

P: 

P: 

li.M.Jr: 

P: 

H.M.Jr: 

P: 

- 5-

tiler' re trr1nc two tll1qe. In tile t1ret 
plaoe tlleJ tried to Sit tile looal Br1 Uall 
na•al autllor1t1ee to f!~ tllea unloaded 1n 
e1tller Mart1nque, Oua upe, or K1oola 
and set tile• tranaterred eo tlla t we can 
take til .. on, and tile otller tll1ns tiler 
tlloucnt wae tlla t 7ou a1pt be w1ll1ns to 
approaoll tile Prenoll autllor1t1ee and .. , 
tllat thiJ were needed tor Anslo-rrenoh 
war Plll'PO"' and tllat rou want to take tllea 
back and tllen let ua set tllea asa1n. 

Oh, an, u .n, ·aan, un, lll..ft!! 

Get ua into a lot ot trouble, wouldn't 1tf 

Oil, God! 

I aean, 1t1 e reallJ -- are we not reallJ 
running into exaotlJ the aeae thing all 
o•er &saln •••••• 

Well, euppoeins rou put an lnglieb ship 
alonge1de and took the 4aan thinge ott. 

That'• exactlJ what I teel cur people ba•e 
got to do. 

WhJ, Juet --I think eo but I tranklJ would 
l•••• tile u. I . OoYemaent out ot tb1a deal. 

Yea. I think wbat we'•• got to do 1a to 
politelJ aei&e tllea. 

I n•••r beard ot g1Ying birtll to a child 
aore than once. 

( Laughe) 
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And I bad plentr ot labor paine on that one. 

(Lauch•) Jor do ve want to wait nine aontbe. 

Ko, or two reare like an elephant. 

All r ieht, thank rou t or tod&r'• laugh. I ' ll 
111 that -- (laugha) 

/ 
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s.M.Jr: 

P: 

H,M.Jr: 

P: 

H,M.Jr: 

- 6 -

10:00 •·•· 1fe4n .. d&7 llftla .. I hear tro• 
)'OU ~0 ~h· OOft~rar)'. 

'l'hat'e r1ght. 

'l'haftlt )'OU VU)' li\IOh, 

Good-b)'a. 

2So 

, 
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ilK ALLL>D PURCHASil:G PROGRAll July 1, 1940 
3 1:50 p .m. 

"'-tn~S l 

H . J .~ . Jr : 

Your\(;: 

Spear : 

r: . t! . Jr: 

!.lr . Spear 
l.lr. &.>.rna 
l~r. Young 

At l\Ulch today with the Presi den t v1e wen t over 
these memoranda which Phi l Young prepared for 
me . Incidentally, we ' haVe cot a new set-up 
which the President a pproved. No longer will 
the Directo r of Procurement be a me~ber of 
this group and he a pproved or put ting Phillip 
Young on it and you three fellows can ge t 
alCI'lg. I told the President that . There 
won't necessarily be a Chairman unless you 
want to make one . 

I t.>tink it 1S all going along very smoothly 
right now. 

And the nen man who goos i nto Procurement is 
a Civil Service man and the reorganiza t ion -
it is Clifford Mack. He has got all he can 
attend to and more , too. So vte wi l l leave 
him out of it unl ess something affects it. 

I am r eading from vthat's-his-name ' s memo. Here 
ia a set for each of you gentlemen. I had 
photostats made . Hore 1s one for you, Phil . 
Isn ' t t~is wonderful service I am g1v1ng around 
here? 

It cert&.i."lly 1s. 'il:lank you. 

I thou6)lt you ••ere going to 
which the President signed. 
eigl'lt-hour law. 

talk about 9822 
That upsets the 

I have got tr.o - the President sent me one, 
the questi on o f the contracts sent to h im 
by Mr. Comnton for me t o write on and the 
other one which Mr. Johnson sent to the Pr esi ­
dent and both o f those to be brought to me 
at 4 :00 o ' clock, but t hat has nothi ng to do 
wi th t h is committee. Ho sont me both of the 
ori ginal s and asked whot we thought about i t 
over here and I coul dn 't tell you, because 
I only gave 1t to my boys th is morning. 
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Spear: 

H. M. Jr: 

Spear: 

H. r! . Jrt 

Spear: 

l:i . ll . Jr: 

aw-ns : 

Burnet 

H. !l. Jr t 

Burne t 

- 2 -

"Smith and Wesson sub-machine gune : 

"The British Purchasing Commission has received 
instructions to order 20, 000 nine millimeter 
sub-machine guns from Sm1 th and '!lesson." 

Now, on thllt thing, these 2 , 000 machine gune 
going to Sweden, t he President s!lid, "Let's 
take them away from them and give them to the 
British. " Be asked how to do it and I said 
I could do it through Sumner \:ellee. l.ouldn 't 
that be the best way? 

\1e are taldng about thirty thousand dollars 
worth o f diamonds away tram that :twlsian ship 
i n Seattle, at least thoy e re talking about it. 

DiamondsY 

Yes , commercial diamonds . 

Industrial diamondsY 

Yes , sir. 

'lhese 2, 000 machine guns on July 9 , wouldn't 
that be the best way to do thatY 

Of course , that is what is i ndi ca ted by th is 
memorandum. You have got two ways of breaking 
that contract. 

Why can't they do it the saco way they took 
the machine tools u p i n !/ow York off t hose 
two Russ i an and Japanese ships! 

I know froc this memorandum that there are 
two ways of breaking that contract. One i s 
to certify their intended use against the 
Allies and the other is for the State Depart­
ment to refuse a l i cense. 

Kbich way wou l d you gentlemen suggest? 

It looks to me a s if tbe State Department angle 
which you suggea ted is the rlg)lt way to do 1 t. 
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H. Y. Jrt 

Young& 

H. M. Jrt 

Young& 

Spear& 

Youngt 

H. t• .Jrt 

Young t 

B. II! . Jrt 

Burnet 

Young a 

B •• • Jr t 

Youngt 

H.V.Jrt 

Burnat 

Younst 

• 

- 3 -

I think eo • 

• Will have to talk with Joe Green about it. 

Let me s t a rt with SUmner Walles . 

All right. 

It looks as 1f Ruaa1a bad anticipated that , 
doean• t 1tT 

Yea. Hare is t he original thing. 

On thia sturf, the President aaya from now 
on - for instance, theae 2 , 000 machine SQDS 
will go to canada, Phil. 

To go to canada T 

We talked the thing over and. we think that 1 t 
fits better from now on to give this stuff 
to Canada. 

I think so, too. 

No re-export reatr1ct1onat 

Well, what can we do after it geta to Canadat 

Well, you could put it in the original contract. 

Now, Phil , we sell the sturf to Canada and -
did we ever have any re -uport provisionaT 

I don •t know about that . 'l'be t"ar Dopal"tment 
has aaid for aome time that Canada ia at the 
top of the list for preferential treatment. 

Don't bring that up. But these 2 , 000, 1f they 
can wangle these - I am going to aak llr. Welles 
to aee Phillip Young, you see, but· h& was so 
tremendousl y interested in those planes that 
time going to Sweden. V.aybe he will help on 
thia . 

'l'bere are alao qu1 te a number of plane a going 
to Norway • 
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H, II, Jr: 

Young : 

u.u. Jra . . 
Young : 

l! . J.! . Jr: 

Spoor: 

ii . l.' . Jr: 

' .. ... 

- 4 -

Are they a.nywhere as near as thist 

I th ink some of them are. 

You had better look it up, Phil. 

• 
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I am not sure on thie contract here as to 
whether t his 2 , 000 ie just the initial delivery 
and there are more to como or whether that is 
the total number. 

The President thought we would give the~ to 
Canada. All right , gontlomont 

Yos. 

Then, •Request for canada, Ireland and C&ea­
bla.nca. 

"Attached is a lis t of tho articles requested 
together with the answer of the \lar Department 
as to avail ability. The liar Department states 
that 28 , 500 surplus Enfield rifloe can be made 
available to the Allies for such distribution 
a e the Commission may direct between Canada 
and casablanca . • 

(Telephone conversation with Sumner Welles 
follO'IIs : ) 

• 
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B.M.Jr: 

H.M.Jr: 

Operator: 

H.M.Jr: 

Operator: 

H.M.Jr: 

Sumner 
Well ee: 

B.M.Jr: 

W: 

H.M.Jr : 

W: 

H.M.Jr: 

W: 

Hello. 

Jlll7 l, l~ 
)1)7 p.a. 

Mr. Vallee ia out ot hie ott1oa tor an hour 
I ai~t get h1a in the 8eoretar71 e ottica, ' 
tha7 re not eure. 

Wall, •r he oculd atep out a lll1nuu I 
would l1lte t o telk to hia. 

All right. 

Hello. 

Mr. lfellea. 

Bello. 

Bello. 

lluaner? 

Bell.o, Benr)'. 

Bow do 70u do. 

Fine. 

) :)9 p.a. 

• 
• 

Well, I want oYer a liat ot requaata troa 
the Allied Purobaainl Miaaion with the 
Pr .. ident and u onaat the th1nga about 
to be del1nred -- 2,000 aaoh1ne guna b7 
llaith and Weaaon to Sweden. Bello7 

Y .. , 11a1 th and Weuon. I 41dn' t get the 
laat word. 
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B. M.Jr: 

W: 

H.M.Jr : 

W: 

H. M.Jr: 

W: 

W: 

B.M.Jr: 

W: 

H. M.Jr: 

V: 

- 2-

'fo Sweden. 

To Sweden. I eee. 

And the7 ha•e a olauee in their contract -­
it theee are to be ueed aaainet the Alliee, 
the7 ha?e the risbt to cancel. I thoUsbt 
lt you could ••e Pb111p Youns tor tl•e or 
ten alnutee be oould explain it to 70u an~ 
either-- they're two WaJe ot doi ns 1t. 
lither get Ssltb and Veeeon to cancel or to 
retuee the lioenee -- export lioenee. 

Well, I think lt woul~ be lntinitelJ leee 
eabarraeeing tor ue t o ha•e Saltb end Weaaon 
cancel. 

Ssitb and Weeaon oanoel it. 
• Yeab. 

• 
Well, euppoalng we tr7 that tlret, beoauee 
there'• no wa7 ot pro•ins that tbe7 are 
go1nf to uae thea aga1nat the Alliee -­
that e the onl7 trouble. 

Well, there'• OnlJ thh aucb to be eald, 
Henry, that it they aotual l y get atarted 
toward• Sweden, two t hins• will happen. 
lither the Brit1ah wil l take thea betore 
they get to Norva7 wbere I auppou they ' d 
ha•e to be trane-ehipoed or t he Oeraana 
woul~ ee1ze thea. It'• pertectly i ncredible 
to •• that tbe7 1d e•er reach &weden under 
preeent conditione. 

Well, I tell you whet I 1a - - would you uke 
a note to tell Joe Green to eort ot put a 
tab on thie lioenee? 

x ... oertalnlJ. 

So that we doa't let thea elip thrOush our 
t1ngere. And in the aeantise, I'll ha?e one 
ot theee aentleaen here take lt up with 
8aJ. th and Venon. 

Ript, and let •• Jr.now then what the ••ult 1e. 

• 
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R.M.Jr: 

W: 

H.M.Jr: 

W: 

- 3-

And let 70u know ~t happen• either wa7. 

All right, Renr7. 

Thank you. 

Thank e. 

.. 

• 
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H.n. Jr: 

Burns : 

H. f: . Jr: 

Spear: 

H. t• . Jr: 

Spear: 

s~ar: 

Speo.r: 

H . ~l . Jr : 

Spear: 

- 5 -

tlow, I didn't think he would t ake that angle. 
He said he wanted us to take it up with 
S1nith &. \lesso.n f irst. It would be leas em­
barrassing to the State Depo.rtmont. I thought -
rtJ7J God, he Y~as on my trail f or days on those 
damn planes. Now, who would bo the best man? 
Colonel Burns , would you be the beat man to 
take it up 1'4 t h Smith & 1/os aon? 

I think our organization would . Co l one l Kae­
L!orol.and has a groat deal to do wi t h them. 
VIe can take it up riaht away 'llhen we get back . 

Would you do that! And you hoe. rd r::e s ay to 
te~l J o e Gr e en to put a kind of tag en that 
license? 

Tbey haven 't applied for a license yet? 

I don ' t know. This co.me in over the tel ephone 
thio morning , so we haven ' t go t i t so good. 

No., , you s ee the Ho.r Departmen t states ' tha t 
25 , 500 surpl us Enfields hove been made ava11-
abl~ to the Allies. 

That is t he thing I v:ant t o f ind out . Have 
you seen t his Section 1 of th1a 9822 which 
became law this momingf 

llo . 

I tblnk , s ir, that 
I am going to ba ve 
people over there. 
sentence. That is 
ia the reason the7 

you mioht aee t hat , because 
aa.e difficulty with~ 

Ri ght here, just that 
on a ccoW'It of those boa t a 
wrote that in. 

Well , that is going to make it a little toughe r , 
but that is a ll the more r eason Why t hey shoul d 
go to Canada , isn ' t i t? 

Well , that isn ' t go ing to help it any ,_ see. 

To &o t o Canada f 

Canada is a bel ligorent, too. 
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H. H.Jrl 

Spoo.r: 

H. I!. Jr: 

Spear: 

Bums: 

Spear: 

Burna: 

H. M. Jrs 

Spear: 

Burna : 

Spear: 

H.l4. Jr: 

• 

- 6 -

Ho~ t he he l l did that get 1nT 

Mr. rlelch did that because he was mad over 
that boat tre.nofer. 

Well then, that would apply to the thing on 
the next page . 

It applies to any of this stuff out of the 
Government supplies, either l':ar or Navy, 
unless the Chief of Staff ia willing to say 
t hat t he stuff 1a no good and t hat is going 
t o l:lllke 1t very d ifficult. 

Be doesn't have to say that . He aaya i t 1a 
not essential. 

Not essential, but you know - -

I think 1n the cD.Se of these Entielda that 
the tlar Department baa declared them surplus 
and therefore they can't very well say they 
are still essential. 

General Uarshall, ~a I understood it the 
other day 1n that dis cussion, thought they 
would be very valuable under aome conditions. 

or course, he is the man who bas to make up 
his mind, but that law reada they are not 
essential. 

Be can take a liberal interpretation on it. 

Be has decided - the whole general atatf de­
cided that certainly thoae Enfields were 
aurplua . Now, they couldn't make that state­
~nt if they were eaaential, could they! 

I eee. 

Well now 1n talking with tho Preeldent on 
the fact ' that tho canadian- English or French 
are giving up aOJUO of th1a mach1neJ1to make 
a.all ammunition, tho President felt that 
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possibly we could let some of thia ammunition 
go with the Entielda , rou •••· 

I think what the Admiral ears will have a great 
bearing on the small anu , but not on the En­
fields, 

No, but i f theJ sat up a new plant, aa I under­
stand it --. 

The law doe an 1 t a pply to anrthing except Govem­
mernt property. It 1a t he uae of Govemment 
property . 

What the7 need ia thisa Ther need 200, 000 
Enfield& which theJ think t hey were promised 
and they need the ammunition to go with them 
and 1n view of that, certain machine tools 
for •-11 arms production in tbia country - you 
a ea, the Remington and W1nQbeeter are going to 
have additional productions. I wonder whether 
we eoulcln 't release apme of that to cantlla! 

That .1s aomet.hing that we will have to take up 
with General llarahall . I know they are working 
on that rig)lt now, because you spoke to me about 
.th1a an hour or so ago. 

Look, would th1a be crowding JOU too muQb, 1t I 
asked you gentlemen to come 1n at 9a00 o 1elock 
WedneadaJ w1 th an answer on this a turn Do you 
think I ought to ask OeneNl Marshall to 001118 

in , too! 

I think we have got to get A&dral St ark and 
a.neral llarahall on ao:ne general policJ, what 
they are willing to do . Admiral Stark 1n an 
offhand sort of way eaye , "I am not going to 
certity t his stuff that 1a usefUl material 
to us in time of war. • Now, of course, I 
realiz' that 1~ it_ia.uee~ to ua , it ia , 
uaetul to the Bri tish and vice versa. We don t 
want to g1 ve them s ane thing they can 1 t use . 

(To Lieutenant llcKay) Mac , would you call up 
GeneNl IL!arshall and Adlii1Nl Stark and t ell 
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them that Colonel Burna and Admiral Spear are 
here and they each have a memorandum which I 
went over with the President at lunch and I 
would l ike to see them and if t hey would come 
to mJ office a t 9 s00 o 1 cl ock V/edneaday moming 
at tnat time they could tell me , you aoo, what ' 
tho policy of War and Navy ia. 

What I think you ooqght to do, Phil, ia give an 
extra copy to l!ajor Smith. He oUght to have 
been here today. Explain to him what happened , 
aoe. Pa ~ataon hasn 't got one of these. 

Includ1J16 rq memo. 

I have just got a local - hero ia an ext ra 
set. 

These last throe sheets are being worked on 
up 1n our ~reau now. 

Here is an extra aet . 

272 

That looks like all Army aturr, Colonel , doesn 't 
it, t hose last three sheets on this memorandum! 
lie got these over Saturday about 12100 o'clock 
and I sent them right up t o the Bureau of Ordinance. 
It is practically all ArtJ:tY stuf f . 

Isn ' t it beat to have a little meeting here at 
9 s00 o ' clock Wednesday! 

I think so, sir. I think we ought to find out 
just what we are willing to do. 

You recogni.zo the handwri ting, don't you, gentle­
mont 

I can ' t read the comment. 

V.hatf 

Vihat ia tne co11111ent on tne second oneT What does 
it say! 

"Canada, O. K. • 
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o. K., ship to C&nada, I ba•o got a little 
picaJUnish thing like condenser tubes for 
that canadian ship up there 1n canadian waters, 
I have no law that I can sell direct , Of 
course, all this property 1a being transferred 
over to the War Department. Now, Colonel, is 
the War Department going to be able to cer tify 
that stuff as surplus if they aak us for it 
and we transfer it to you f or shipment to 
Canada! I can ' t sell it for eaah under any 
~w that m:r Judge Advocate General eaya I can 
use. 

Well , h eretofore they have never questioned 
it. 

When you turn something over to us for sale 
to somebody else, we just figure we are a 
clearing house and we haven ' t--

Thia is brand new stock. Those are condenser 
tubes we have just bought. There ian' t any 
question about this stuff being - they are 
hard to get. Condenser tubes are hard to 
get , 

Well , I don't think we can do anything more 
for this a fternoon, but don't you thinlot each 
of your superior• will send for yout 

'lbon we can talk to thea about thla , yea. 

And Phil , you can kind o r follow thle through 
and tell lfajor S:.ith what happened. 

lilajor Smith has a copy of all of this stuff 
except the memorand\1111. 

And you {Burna) are going to take it up with 
Smith & Wessont 

Yea, air. 

What I would like to get 1a another 200,000 
Entiolds for canada &n4 some more asmnit1on 
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to go with it. That is what I would 11lce. 
I told that to the Prea1dent and he aaid 
i t was all rigbt with h1a and it was all 
rigbt with Gene:rU llaraball. 

You see t his .-ll a.rma ~ition, aomebod7 
baa said we are aho.rt . 

They are increasing this thing tremendously. 

Yea, but on the other hand, you have got to 
take that with a grain of salt. We are 
checking on that . The weak 11nlc 1n ammuni­
tion 1a powder and I am not at all aura tbeJ 
have got a supply of powder. 

O. K. 

Kr. Seoretar)' , do ,-ou remember t he ease of the -
Mr. Young, do yo~ remember the ease of those 
e1x boatef I am a little bit concerned about 
the British raqueat over to me for •y• guns 
and something else they have contracted for 
down in New Orleans. How are the)' going to 
get the~~~oout or this countr)' under that ruling 
of the Attorne7 General! 

'lba t 1a up to the cootracto"· 

Be is liable to step into a prosecution there. 

There might be another questi on t or Joe Green 
there as to whether or not be wanted to 11'1lrn 
the builder. 

I don't think we should know1ngl7 lot one of 
our citizens go ahead and contract with a 
:foreign power and get himSelf into tinancial 
dif:f1oult1ea. 

117 susseat1on is this: A:fter all, the Engllah 
baYs eome nry good le.,-era up there. 'l'ha,. 
baYe got Kr. B&llant)'ne, haven't the)' , toraer 
Underaeor etar)' or the Treasur)'. as t heir 
a ttorne7? 1lh7 not tell h.im to look into 
this thing! 
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• Ballant,ne 1a 'llbat, for.p SeoNtUJ-Oenen.U 

TbeN an two dlffeNnt fellowe . I JiWl .ll'thnl' 
Ballllllt,ne 'IIIlo u .. 4 to be 11nd.ereeoN~ of 
ttw Tl'ea11UP7, Be 1e a Y8l'J SOod attomq, Be 
1e the attome:r for the Enfl1eb, I think that 
woul4 be· the -:r, to han l'tbur Ball&nt;rne 
take a look. 

All right, gentlemen, thl.nlc )'OU • 

• 

• 

• 
• 

• 
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n lrnAICII 

file loclrnaq ot fta'•. 
Wuld~~CMa, D. 0. 

811'1 
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With rotoraaco to ~ cloapatolt. l"o, 3133 ot 111M 10, 

rocor4111C tho roque\ ot ~. Jolcba Aallauo4or to JruU 

tor tho rol- ot 111oclto4 tu4a 1a Ida acooaat with tho 

llaaqu. hlc• pov 111\r-. 67 Woll hron, l"ew Tork, I 

hoft \lt.o lt.oaor to \ru•U a o~ ot a hnhor 01 ••uU• 

t.._ \lt.o 'h"ct•• Aallauo4or 1a lllalolt. lt.o roquoh \hot 

~ p....Snloa ho ~. U poool\lo, tor tho 

truotor ot Ida \looat ta4a. 

!Jao 'h"CS•• Aalaaaoa4or 1t.u 1loD 1atoi'M4 tho\ Ida 

roque\ 1o 11a1ac torwrdool to lfaolllactaa tor -o14orn1oa 

'tv \lt.o ll'Jrvprlato •thorlUo •· I • ot OOIIJ'OO -• tho\ 

oOIIJ)ll-• w1~ t1t.o 1 ol.c1M a'baooo4•'• laton roqun ..,. · 

ao\ ho pro4Uoa\lo. 
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11o ile Jaull'o, 

"', .... Coll-: 

l.turlac h 1ftZ t1JI4 l•tero et tho llth u4 25th ot tllio 
aoD\h, I llaohll to \hull: 701& for 7#7U' olllJ.c1ac u4 pr-t iater­
TillUOil HIQltl.ac b tlla oo-ooloa ot tho ._,Mr7 .,.thorl.s&­
Uolll for tho traaofer \o 11o 4o Jaoll'o ot a - of $1,000 '117 
tho 41\U Of WT IOCO'IIllt ill I'IW Tori<. 

I ho4, ill ott~. ill tho .... uao, Hla o4Yhl4 ot Wo 
41opooU1oll . 

Vo11l4 U lie .,. obwlo of 70VZ l<llldAou to roquoot 7""'· ao 
I 1184 ~QCCootoil in 17 latter Of .TWio S, to aol< tho\ tho lltato 
Departant outhoriso onoo tor all tho UAblool<ioc of ll7 assno ill 
ilolloro 111 tho Banq,. Jlelp pour l'hr&~Cor ( O,.oroeao) at 
:lov Tori<T It thio vwo oOCOOIP11olll4, wr \oiii<Oro ""Ill"- DOt 111 
CM»alll4 to IIPJ>l7 t or tho IIJIProprloh llo ... oo oaoh Uao I draw 
llpOil \h•, llhich procedure iJI'rolfto o lou of Uao u4 incoa­
ftllieDCI that I wioll to aw14 ao for ao poooilllo. 

!h,.lrhc 70U oinoerol7 1A ..,.....,. tor 70V trouble , I bapo 
701& will oocopt, .., 4aar coll•a&U· tho aoouraaeoo of 17 hicl>ut 
ooao14oraUoa. 

(a) Mauri eo Cllftlior 

• 
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•• •• :loll 

•-1.-uoa fll \M lllloo •••·.,..,. ... 

-.-uauoa-.. 

(0 opioo io *•••· _, ll ,...v_, 1U..o, l.to1oo (IutoN), aa4 Wooa (o 

!U "'"''-' ot ~ 1111111 •U.OMllloU: 11ah4 llla:r 31 rflllooh a 

...._. ot ~nut ollaapo realiS.. hoe ~ Uoool&Uoa ot u.. Moo 

..,.., •• ~baUoa :-'- &114 ~ UWai!oa ot a larp :pan ot no .,.,,.,.. 

tor h4a'al oa4 -'-1 lololce~ pa'pOIOo, ao ,...nw. tor , 7 iN ......tl.7 

•-M4 war tt..o pro......,. 

I\ ..U1 b. .._HH4 Ul&i ~ -. oo\&lll1olle4 at\Ol' U.. Cl'ido • 

ill \U •,.u '*" -'"•• ill lopioalllr 1936 aa4 ..,., lh ra-•· tartft4 

I'll) ) 

, troa ~ !lpNtu• ""' ibo rnal.-IUoa ot \U •u-r :loak'o 10u bo141 ... , 

-'"' orlc1Jl&ll7 io !)J3.6 1111Uoa Moo troaoo. (!hh _, •• reduol 

io 533.!) ~Uoa ,_, ai ibo lloc1AaliiC ot 19'1o ao tM reoalt ot pl4 Ulalll*"t 

cooh, o\1.) Ia ~. ildo r.M. ~ \Mi ot 'lacl• .. , lolo aot - to 

han ....... 1&&14 ao - iui.-i ot 01tl4li J01107. _,- ..... "' .... looi oa4 

colt -at laiorY ... UOR I!PPIU'I to llan .realM& larpl7 la \M llulo ot tM 

JaUOMl Jlaalt, aotiae tor lio - _, raiba' \Ma tor ibo 1'11114. !» la"• 
-· w II&,.. oCft4 :prS...-117 ao a toapp~\&r7 oiook ot coll _, toreliD 

I~ ftiat.....UC U.i ot ille :leak, 11114 li ._. M&Ola.M 11¥ i'e •i'erlUII 

ao a r .. o~ eplaoi JOoolll1o larp holt loooll reali111C f1'Ga -•s..-too 

....,. ao u noahal re...ntoa ill U.. prtoo ot ,.u. n-e ao _,,.._,. JICliae 

Uoa, llowtw, 1a t-ot lh Ulllootloa to Wra:t nrroai JOI)Uo wrlot 

oiiPOIL41wno, to......,. ~ Jltdasl u~-•-' .. , .. , _,tor oillor olallar 

pupeooo. Ao a ft.-li ot Uolo poUiloal .... ,_.., i'e "~' ""'.,... 
-• ~- ot hM 1939 _.. -uallll tna i'e ....., la \M tors ot 
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mr 

ore<l.ih *' low l.ahr .. t moo, 75 111Uioa tn.Go eMit to U.. Collfe4emioa u4 

to tu -toul c-o..-h - 150 111Uiou !.a au. -" tM oabreU: ot ... 

tull reooaroo wae '&Eea to tuoo taoilitioo. 

!be war n.....,, procra. u tl.aal.lT -'""'· proTi4e4 tor tbe muac-

ott of \M 150 111111oa huo ored.ih o.1rM4T c!.Toa. lD. a441Uoa, 250 aUUoa 

tr...,o wro troaotorrod troa tho Jao.4 to tbe Collfed.omioa to OOTor utrurdiJoar)' 

dofioit o:•pn4Uaroo, 1111111 tbe ...... tou rooolTid eaotber 15 111Uloa huoo. !lao 

a t otal of 1175 111llioa huoo wae M4e aftilulo tor .,........, JIUUc oxpt~KitVH • 

.lltlloQcl> tblo did act roproont tho oUro protu of tbe clnal:aauoa, tile .. Uoaal 

B.- took tbe opport1111it7 of diooolTI.ac tbe liUI4 M4 coa'bi.D.U& it vl\11 till root 

of tbe b~o ohoot. At \lao 'boct.ao.l.ac of till ,,.....,..Uoll, which_. o-hcl 

oa llq 31, tu Jao.4 wae apoate4 117 unt 100 111llioa treaoo to 633 11111loo. 117 

railiDC tbe ftlutioa of tbe lfaUoaal Jao.k' 1 colcl otock troa 11639·13 to 11869.1 

troaco por fl.ao k11ocraa, thoroll7 brl.aciDC it olooor lD. lllll vlth tbe nrroo.t 

cllpreolaUoa of tM Svl11 oarroaq.• Attor tM ~loa of till 1175 lll.Uloa 

traaoo reoo!.Tid 117 \M CollfocllraUoa M4 tM --· U.. r-lnl!IC 151111Uloa 

huoo Wl'l l'lfloo\e4 oa tM o\p-t of llq 31 -.r 0 0\bn LiUWUoo. • 

!» CollfocllraUoa1 o ohare of 2SO 111Uioa tr...,o lD. • ....,. - _. •UU&e4 

lll partial r~at of co•tral loal< ored.l\1 to tlloo otah, which ho4 'bo• 

cr-*'lT iao..-.4 u tho l'l~t of \be aobili&aUou. !he 75 alllloa fruGO 

rooo1Te4 117 tu oaatou ..... olli4 to II&TO 'b .. a lorP17 loft oa 4opooit vlth till 

lfaUoaal IMk. althoucb Uttlo "'' chaDCO oonrro4 l.a till total cof reported. 
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- -atua Ji a 1\la &a *• II 7 i, ...... , *......_..._&a ...... • • a wa w~-. a ,,..._­
,_ ...-lw., -u- -'Uw ....,.., as 
IMdt wlU 'lla ts 1 •••• ..u- -a.uw,.._ ...... ., .• 0' ... I ,,,..,, . .......... - aMi• 
t'-l.U.lua ...-. .- t.r 'lltr o.ts'Mr lsi, w& 'lltr a 
l'lrlP • wl"lw ..... .- Air '11tr I •J 1. lMl, 1a 
8Mlta.-, ,....,.. ., 7 

...... -- 11111 'lla • II 'lltr 
"-·- .......... -· ,..a "* ..... _ ..... ... et .. ,., r, 1NO, -. • 1 ''II lte ,._ 'lltr ..,. ... et 
..... lMl • ...... ., .............. -.. ...... 
as ali '"• tllalllrtU*,. n ''II T 'sllw _,.. te 
...... I ... M'MW ef ..U-- -'U. .... 
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w *' .._ .. tlla L$111 w .a&ltl.ewl -'• et ..U 
- _._ ... ' ... wUl-ut~~.aw 
111M • \M ._ I s 1 •• n"l ss' 10 .UUw ...ts ..... 

nllwW to rei • .UUw ....U la 1-. .,. • tdlllw ...... &a,.,.,,_..._ aa eMUl-.1 10 tdlllw1:'-: 
,... ...nil,._ .... , ••• lsll'*••• a Wet llllllw ........ 

a. .. uta ._ e 1'11 a ,.,.. 1a ~ _, ... 1_ 
liiC .uitt.al ..._. t o I 1 tM Jfti Uw st'n.ll 
.. -atba. I I el *-o 512 -.1 II fll -·­....... &a tseiNA, • - .. _....._ locus a, ... Use !.Nwla __ ., IMIWIU _ __....._ 
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I baft reoalft4 \ba 1101 \ vcoa\ r-t 

troa C.aa4a \o &011: 10• cc-oparaUca la c'b\ala1111 

tha tollcwlJic otoca· ot ,.... lqQl-t of whloll ~ 

ara 'ba41T 1a ·-· Ia 'flaw of tha 4aa1ra'bUl v ot 

bart.., U.a l orU. Aaarloaa olwaUoa w U proteo\a, 

I b.opa \bat cou14araUoa wlll 'ba 11•• to Wo, 

1 . 250, 000 Lea Jat1al4 ritlH, wUil aa 
- -..1\loa aa oaa 'ba 
-11~ 

2. 100 pratarali}T Jr1Uoh pauara 
75 •••• t1114 ... 

'· 100,000 roaada o t ll1ch axp1oo1Ye ohallo 
t or a 'boft 75 •·•· th14 .,... 

II, 6oo Lowt.o aaohlaa ""'" t or laa4 
aanico, with c-1-tarr 
-1uoa 

5· 200 Tlouro ...,hlal""'" for laa4 
oarnce, with -1-tarr 
~tloa .. 6 • 500 ftoepeoa aU n cbtDe paa 

. 1· 1 , 000,000 ro.U ot .115 oallllra ~uoa 
tor alloY• 

....... 
,.... 211, 1~ 
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Jill l!IQ!ll!!ptme 

"" 
1. 24 ?e •·•· tlel4 caa• 
:a. 72 ,000 !'01JD4a ot ohelle tor &'boft 

3. 20,000 r... 1Dtlel4 nneo wl\h 
C4.pl ... atar,r quaat1t1 .. ot 
...uait1oa tor .... 

...... 

• 
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1, 10, 000 Loe Zatiel4 rit1ee with 

2. 

4. 

6. 

.. 

~tridpl each 

20 All tl-t&Dlt &Wll with 500 
roUDdo per pa 

200 a-U calibre &llti-aircroft 
&WI• with 2 ,000 roWido p..­
&WI• 

50 Alltt..-e1rcratt pao, Mdiwo 
calnn, with 1,000 roWldo 
per pn. 

100 aodera tank1 with compl•••~tArJ 
UBlllition 

470 french 75 •·•· &WI• 

Juae 28, 1940 

• • 
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§Mti,t, 6 8"6 'MM"'lJIOI 

The following specia l steps have been arranged 

by t he Bri tish Purchasing Commission with the Bri tish 

Government in order t o increase t he output of .30 calibre 

or -303 S1118ll aru aiDIIIUDition in the United States • 

.t.. The United Kingdom has bad on order tor some s ix 

110nths special ~~&chine tools tor s~:~all aru 

aiDIIIUDition production. This machinery will now 

be largely retained on this side of the water 

with the following effects: 

l . By t he use of a relatively small amount 
of the machinery, in combination with the 
United States Arsenal machinery, tht 
Winchester Cartridge Company will immediately 
start to increase its production and by 
October l .st this will involve an additional 
lllillion r ounds per day. 

2 . By the use of the balance of the United 
~ingdom tools anot her Winchester cartridge 
Company uni t will be put into operation by 
October l .st, working up to full production 
of one aill.ion rounds per day by January lst 
nert. 

B. .t.part from the use of any Un.ited Kingdom machine 

tool orders already on hand, t he British Purchasing 

Co..tssion are just s i gning a contract which will 

cover an expansion in small arliiS aamunition output 

by the Remington J.rmS Company amounting t o 1,500, 000 

per day, producti on starting at the end of September 

1940 and coming into full for ce by the end or liarch 

1941· This large increase in outpUt baS been obtained 

by the British Purchasing Co111111ission putting up the 

necessary funds to enable the Remington .t.rms Company 

to recondition its old machinery and plant. 
Regraded Unclassified
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It 1a bope4, 1a .U. ot tiM ettorta U.t are 

'belaC ...S. to bi1U4 up Un1W4 Btatea anataoturi.D& 

potellt1&l tor a..U. vu ·-m1tioo - Ul4 .. are not 

atopp1D& at tbe aboYa - tbat ooD814erat1on Will be 

11Yan to the releaae ot a lar1e quantit7 ot praaent 

atoolta 1D tbe ban4a ot tbe Un1te4 Stataa •4-Snhtratioo. 

1Dt1ral7 apart troa the iJicreue 1D ODit.t 

Stataa potant1&l tor s..U. aru .-unit1on note4 abon, 

larp oi'Ura baYe bean plaoe4 tor the bull41D& up ot 

UDit.t Stataa output ot 

1. reYolYar and piatol eppmm1t1on, 

2. Colta Bro1lllii:IC •ohine IUD •-m1t1oo. 

A ooD814arable a110unt ot capital aaaiatanoe baa bean 

1DYolYa4. 'l'he building up ot addi tional output 1a 1D 

oOIItellplat1on at this tiM • 

.l.B.P. 
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Up to the present, the only orders actually 

placed t or production in the United States ot 75 m.a. 

eapty Shells is one tor 5001 0001 deliTeriel beg1nn1ng 

1n Auguat at a monthly production rate or 150
1
000. 

At the preae.nt ti.JM n are conteaplating additional 

orders which would giTe a production or 200,000 

monthly wi thin three 110Dtha1 rising to 2,000, 000 

monthly within n.S.ne to tweln 110nthl . A capital 

assistance to the amount ot $51 0001 000 would be 

inTOlTed in such a programme. 

Orders baTe already been placed in the United 

States which will result i.n a tew montha in delinries 

ot 27,500 per month ot 6-inch Bowit&er empty shells 

and 301 000 110nthly or 9.2-inch Howitzer eapty shells • 

.A..B.P. 

0 3 V F~ CJ3f.J 
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!11J! A n • ~~m ••cnwz oun 

~oriliiC t o the !rlUeh Pvcllaolac c-luloa, 
.. Uil 6 Yeeeoa h mqlclooto ot the uU•t• ct.ou .. 
Uoa o! th111 -· 1LD4 ""1014 llaYe ao o'bJeoUoa lt aa 
qport u-..... re r.~.. . .t.l\boll&)l tbe Ooa::llllloa 
le ~ .... to pt thiN ,...., U bu - DO ettort u 
,.t to ..a a d.-1 v1tll \111 lhMleh Oo_._t oa thh _,, .... 

.t.U--.4 1e a lilt et till erUclee r-ete4 
toptlln' vltll U.. - of U.. ,_ ~\Mat u to 
.UlM1lltJ'• !be .... Dliplll't•at eta\lo tllat 28,SOO 
_,.lu 11111'1•14 r1nea caa 111 ..a. .... ua'ble to the 
.UUee tor noll 41etr1'hUoa M tile Co•1elloD MT 41rect 
'bet- 0e1M4a aa4 c..Mluoa. JVtlllr , 20,000 'lllq 'be 
..a. aftllla)le to the 1rleh ~ ltate. 1oM ot tbl otber 
1'- ....-•tM caa 'be relaue4, 

• 

29ll 
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Ia 'l'tw et u... etrwto .. u uw 'llllW 1tatw 
...... ,lea. ... :Jri.Uell .. ' .... o.doeloa ...,. ... 
oMata • uaw ~ at .-11 - ~uoa tna 
Anlr ....a. ~- -.s.- _. '-"'111e411111 ._. lllh>r••l 
• ..,., &Mplw Ulll hncolel • ~Uoell --'• et 
-~\Sell- le n1-..&. Tn w111 .-n *' 
.,_. IUl Ulll ww ~' nleuM ao etUloa NW.o 
-tnnet to n1- 4 et1Uoa n_.e la lUa Mt 4 ldl•lu••,_, 
....,.. 18 hiT. M4 \boa aa ..U.S.tl.-1 10 •Ulloa ,........ 
par aaella troe ....,.., \lll'o'QIIa llao..._l a wW et Ill •llU• 
ro..u. 

lila ll'lU* hl"llllulac o-tedoa 11 abo _,..,1M­
lei ~Uoul •Aor• to , __ \be pra41ocUoa at tl.U 
pa -'Uoa, .._. ot \lila, twU.U ral- at aaawl 
o\Hb 1a 4oolrM. ftM - .. ._uoa, llounar , appllH 
MH aa 18 \be oa• ot \lao ...U - -'U•a. 
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Deli nr1.. ot Airpl ane Engin .. 

: te\I .. ti4 deil•eiiee on 
exieUy Ol'dere 

JaDDar7············ ·· ···· 10 ...,. l - 2). .... .. ....... . 10 
1&7 ~-JUDe 1...... .... 5 
~· 2 - a..... ... ....... ~ 

9- 15······· ······· 16 ~ 22 •••••. .•. •.•• 
., - )0 •.••. •. •• . .• • 

.T\al.J •• • • •• ••••••• • • ••.• •• 

.Au.pa'&. • • • • • • •• •• •• •• • • • • 
8el)teJii)er ••• ••••••••.• • • • 
Oolober • .• • • • •. .. • . ..... • 
Jonaber • .•. . . .. • • ..• •.•• 
Deoea'ber •• • • •••••. •... • . • 

Jamaa.rJ' •••• • • • •• ••••• • ••• 
,.bN&rJ" ••••••• • • • ..• • ••• 
lla.rah •• •• • • •• • • •• ••••• ••• 
Apri.l • • • • •.•.• • • . .... . •.• 
III..T • ••• ••• •• •• • ••••• • ••• • 
J'\&De. • ••• • •••• • •• • •••• • • • 
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le'pteeer •• .• ... • • . . • · · · • 
Ooto'ber • . • .• • . · · • · · · · · · · • 
•o~r •. . .. ....... . ... . 
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II 
ll 

II 

ortlo• or the lioretari of 
Pi•idon ot R .. earoh and 

Ulll 'l'l'ia11U1'7, 
stat1et101. 
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