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H.M.Jr: 

Walter 

Bello. 

Deoeaber 5, 19~ 
8:50 • ••. 

Butterworth: Bello. Good aornlng, alr. 

H.M. Jr: 

B: 

R.li.Jr : 

8: 

R;M.Jr: 

B: 

H.M.Jr: 

B: 

B. M. Jr: 

B: 

B.M.Jr: 

8: 

Bello, Walter. 

How are Jou? 

I'• tine. 

It'e •er, nlce to hear J OUr •o1oe after a 
nrJ long tlae. I a1aply telephoned - I Wired 
Merle aa J OU pr obablJ ltnov a couple or daJ• 
ace and 1nqu1red what about Ph1ll1pa and vba\ 
about J OUr plana t or aee1ng a e and I got a 
telegr .. troa hla JeaterdaJ • • ••• 

Whatf 

I got a telegr .. troa hla JeaterdaJ. 

Yeah I aaw 1t. 

• • • • • v1 th a, own plana tor a, hol1da;r and I 
a1apl;r telephoned beoauae I thoucnt JOU aight 
be aot1•ated b7 oona1derat1on tor •• and not 
want t o interrupt aJ hol1daJ and I aiaplJ wanted 
to tell :rou that I wae pleaaantl:r prepared to 
ooae an;rtiae J OU .anted to ••• ae and 1! I 
could be or an:r uae at all 1n ooDneot1on With 
Ph1111ps •1a1t, needle•• t o •a:r I'd ba delighted 
to be. 

Yea. Well , or oour.. I don 1 t ltnow how lons 
;rou plan - and or oourae I don' t ltnow 1lba t 
•ter1al ;rou ha•e or vbat JOU pn all)''bot7· 
Bello' 

Yee. 

I Ia)', I don' t lr.now 'Mba t u ter1a1 JOU han or 
vbat contribution 7ou can •ke. 

It 1 e ••r:r bard tor •• to •a:r. I 'n got a, 
~eae1ona at a, t1n,ert1pa beoauae I'•• Juat 
-·back. 

1 
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H.M.Jr: 

8: 

H.M.Jr: 

8: 

R.M.Jr: 

s: 
H.M.Jr : 

8: 

H.M.Jrl 

B: 

R.M.Jr: 

a: 

- 2 -

I think if JOU got back here - bow long baTe 
J OU been dOwn there? 

I'Te been down here about two week• now. 

Well, I think if JOu got to Waabington bJ 
Mond&J - vbateTer fOU baTe naturallJ I want to 
ben~fit bJ. I don t know what JOU 0Te got. 

Oh, well I'll be clad to oo•• on Mond&J if J Ou 1 d 
like to eee •e. 

Well naturallJ I can uae all the information 
anJbOdJ baa. 

All right, eir. 

ao if JOu 1ll be back Mond&J then I can aee JOU 
and J OU can giTe •e what JOU haTe. 

All right. 

o. Jt. 

Well, I'll look f orward to aeeing 10u then. 

Thank JOU. 

Oood-b7e. 

2 
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GROUP l!EETING 
(Rc Financing) 

Dec~ber 5, 1940 
9:30 a .m. 

Present : 

n. JJ. Jr: 

l!r , Foley 
L!r , rliley 
~!r . Pehle 
J.U·, Young 
~lr , Thompson 
llr. Gaston 
llr. Graves 
llr . Schwarz 
llr . Haas 
!.lr, \rhl t e 
i.ir , Cochran 
1Jr , Bell 
l.:r , Sullivan 
!!iss Chauncey 

It was a good party last ni~;ht . !.Irs . l.for­
genthau and I enjoyed it vet"/ much, Thank 
you all . 

Sto.y behind a minute, l!r , \Iiley, I have got 
something for you . 

\ihat I have done i s this . I o.m goin~ to have 
here - I thi~ at 4:15 - that part 01 the 
Deoocratic members of the l.ays and lleans who 
are in tonn. I have now got in a call for 
Dour.hton and I can 1 t looa te him. I he.d a 
hall' hour this morning l7i th Jere Cooper on 
Government financing ane I ao going to try to 
do the sane thing tomorrow if I can f~! hold 
of Harrison, once ! get t his other t · g 
straightened out. I am not at all sure 
1·1hether you (Bell) and Eccles and all of you 
are right . I dorr' t know, I don' t want to 
do the kind of financing that o. month from 
now would make it difficult for me to get 
a limit, you see, and he isn't at all sure . 

Bell: Jere isn't? 

3 
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H.L:. Jr: 

Bell: 

H . l~. Jr: 

Bell : 

LJ.:. Jr : 

Bell : 

H, l!, Jr : 

- 2 -

No, ' .. ell, he said I had put up somethim• 
new to him. He doesn ' t know, He feels " 
that it is the most important thing, the 
raising of the debt limit, that whether 
we zhould have n dobt rtith no nartitions 
or ·:ihcther TTe should have defense bonds, he 
doesn ' t know, but he is r;oin"' to think 
about it . He is goin~; to t ry to bring the 
Speaker down, too, at 4:15, He is acting 
I.IJl.jority l eader, Cooper is . J:e is t iclded 
to death to cor.e . 

If I run t!ris todo.;r and H&rrison is in tor.n 
tolilori'OTI I am t;Oi!lB to try to do the same 
thing . I don 't know. I think it is much 
more important than just the usual thing , 

I thinlc so, too. 

And this question of what is best fron the 
standpoint of the country as a r:hole 

I think that is very im~ortant . 

Verr icportent. And the latest idea I got 
is 1f I could chan&e t his Uni ted States 
savine s bona thing around so that if a fellow 
bout-:ht ~25 of that, he r:ould feel that every 
dollar of that money went into national de­
fense, and just hon to do that I don't kno~, 
but that is the i dea , 

':Jell, that is pert of our program in this 
legisl ation, to 15et more flexibility in the 
savinlls bond section, Tbon I hope you will 
permit Br yan and Sloan to go out to these 
large industries thn t have just expanded 
and see if r1e can' t oell savin~s bonds to 
these workers who are gettinr; hlgh wages . 

But no>. Dan, look. I am ;7orking in an 
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Bell: 

H.l:. Jr: 

Bell : 

- 3 -

araor plate factory . I don't knorr , I get 
$25 or $30 a week , I get a slip from the 
United States Government in my pay envel ope 
to subscribe to these bonds , How can we 
make it so that this fellow feels that if 
he does put asido two or three dolla!'S e. week -
we vrill give them a method, coin<- back to 
these ¥:e.r stamps - that ever'/ dofle.r of that 
nill go to ne.t1onal defense . 

~'iell , that is e. little difficult to say that 
every dollar of it - it is very difficult to 
segregate your receipts , 

i'iell, you have got - I don' t r1ant to call it 
the orthodox - I acrce r:i th you. from the 
standpoint of ~ood financial housekeeping 
it is right , 1here is no argument about it . 
But I mean, I want tho Treasury to make his 
contribution toward national unity and get 
the people in a frame of mind that t hey real­
ize Vlha t is going on. I can't do it al one, 
but I could Illllke a contribution. llon can I 
get t his Vlorknan who is - I am using this case -
who is in an armament factory to put aside a 
couple of dollars because he ¥rants to do it 
just the v.ay the Lockheed workmen are ~ng 
one plane and &iving it to the British, you 
see . 

I think r.e have got to r.ork on socething 
like that . i.e are noYI v;orkin& on the form 
of a letter that you. can sign to go out with 
the savings bond literature along that line . 
l:e have had a number of donations t o the 
Gov~rnment for the national defense and uany 
of th81l have saicl they were for a battleship 
or for an airplane, and if they have been 
larse contri butions, $10 or more, rre have 
l'll'i tten to them and told them 11e had no 
authority t o accept donations for a specific 

5 
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Jl .::. Jr : 

Bell : 

:raas : 

·:.11i te : 

H.L!. Jr : 

Bell : 

ll . l~ . Jr : 

Bell: 

H.L'. Jr: 

Sullivan: 

- 4 -

item in our national defense, that we would 
accept donations if it didn' t have any 
strings to it and was f or national defense 
and that money \'lould be covered into t he 
Treasury as miscellaneous receipts, donati ons 
for national defense . 90;; of them have come 
back end said that is exactly what they wanted 
and l'te are authorized to accept it. 

But you can' t --

I believe we can put that across . 

If your bud;et i s balanced except for national 
defense, all. the contributions nill be for 
nati onal defense. 

\iby ce.n' t you just call it national defense 
bonds? 1'hen obvionsl y if you called just 
those issues na t ionnl defense bonds, you can 
take the position hone~tly tha t all of that 
ooney is coin~ f or defense . There J:'.ei·· be 
more mone~· e;o1n~ for defen&o, but at eas t 
that much i s go1n& for defense . 

\iell, the budt;et - t he r:ay ther do it no1; 
f or non- defense items - I think t he;r have got 
about seven billion, isn' t it? 

For regular or national defense? 

Reeular. 

About that , yes . I think it could be less . 

You end I bot h think it could be less . But 
it is about seven. And the rest wi l l be 
how much, John? 

The net will be about that, less the ea~rk. 

s 
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Less the earmark, and less the social 
security. 

That is right . 

That is right . 

So you can say that for regular expenditures, 
r;ithout going through any drastic cuts, which 
I think - there are a lot of things t hey could 
cut. It is balanced so that what it gets dovm 
to, these various issues which are comin& in 
will be just a refunding operation, so that 
the new money - what I would like to say is 
all the ne1: money borrowing would to for 
national defense. 

If that shouldn ' t be true --

You can put practically all tho new money on 
that basis, I am sure. 

\'tb.ere that isn't true, just issue some bills 
so that it will take up the discrepancy so 
that you would be able to state that every 
one of these bonds being issued is for national 
defense . 

Well, no, what I would like to be able to say 
is that every dollar of new money that I borroYI -
I mean, I l"lant to get - we have ~ot the vehicle 
in this baby bond thing. There 1s the vehicle . 
I would like to be able to say to the fellow, 
"Non, every t ime you buy that baby bond, that 
money is going for national defense, " or any 
new money borror.ing, but particularly the 
baby bonds. 

I agree with that . lie are working on a letter 
now • 

.. 
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But I mean - I don't want to, you see, You 
see, what the whole Federal Reserve crowd 
wants, unanimously, thay don 't want me to 
issue the national defense notes, because 
they say it is bad financing, and if I do 
I commit myself and I should not do it and 
I should say to Congress, "I am serving no­
tice I don't like it. " 

Is there this possibility of issuing national 
defense bo.nds of very amall denominations 
as you have indica t ed 111 th a very small limit 
to one person, one year, which would mean 
that it rrould fall on the lo11- income groups 
and give a much higher interest rate than 
you would on the large , make it even 3 or 
3~%? 

\'/ell, you have got that in the baby bonds , 

llake it four, then . 

There is no trouble selling - we are selling 
45 million a month and rre can very easily in­
crease it. 

Yes, but a good deal. of that money goes to 
people 17ith incCIO!es nf $5, 000, $8,000, $10,000 
a year . I 11as thinking of the nor!Cer that .you 
were speaking of, have a special bond, He 
isn't ever able t o buy more than $25 a conth. 

You distinguish as between people by incomes? 

By restricting the amount of bonds which can 
be purchased. 

\'/e have that now. 

But the restriction is much too high. If the 
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r estriction were loner and the int erest 
rate hi gher, you would tap a different 
strata. 

You can buy an *18 ,75 bond now. 

Yes , but I mean the interest rate 
hi~;h enough to attract a worlanan. 
r:ant to at tract his savi ngs --

isn ' t 
If you 

But th~ present baby bond thing - ~rrincr 
Eccles, for instance, - \7as it : ccles flho 
sai d yesterday that i f anybod] fi~red out, 
he is a dann fool to take lif e insur~~ce 
because this thine i s so much higher ? 

That is all very t rue, but there must be at 
l east 35 million earning persons in thi s norld 
who coul dn ' t possibl:[ and nho wouldn't buy 
a baby bond because 1t is - the rate of in­
t erest i sn' t attractive enough to them. Their 
i ncomes are too small . 

That is the point, but what else is more 
att.racti ve? 

i/othin;;. Thq don't save. You r.ant to en­
force s~e saving on that croup. 

Because I told our boys not to put an7 selling 
crunpaien on on United States savin~s bonds . 
I don 't let them go out and sell tne thing. 
Today the United Stat es savings bond pays a 
higher interest than any other piece of debt 
paper that there is . 

That is right, 11ith that interest. That is 
t rue , 

But I am not going t o do Ymat you suggest • 

. . 
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\~ell, I rrould like you to give it some 
thoul,;ht . 

t hether the fellow has $100,000 income or 
whether he has got $1, 000 income, I am not 
goinG to distinguish - I am t rying to get 
unity as between all classes . I want to 
do away \'rlth this cl ass distinction. I 
don' t want to work toward more class dis­
tinction , 

\/ell, that is the interpretation, That is 
almost like saying that you have equality 
by letting anybody who wi shes to sleep under 
the bridges . 

That doesn ' t make sense , 

Well, it is a famous statement by a certain 

Y!ell , I st ill say it i sn't applicable. 

\Jell, 11hat I mean is this, that you don't 
make an invidious comparison between the 
different classes by pa~ing hiiner interest 
because the saue - the SlOO,OOO can can also 
buy the bonds at the high interest , except 
that he can only buy $25 a month or $10 a 
month, or some thin~ of that character, which 
doesn't interest him at all, but it does 
interest very great ly the man who is earning 
$30 a 1·reek. 

I think you are a hundred percent wrong, 
Harry. People who shop for higher interest 
rates are people uith more money. 

Oh, I know that . So he buys $50 of bonds 
a year . r.'ha t of it? 

10 
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As a ::w.ttcr of fact , the little fellow, 
the vorkine oan isn't so choosy about t he 
interest rate . He doesn 't shon around so 
nuch for the interest r a te. • 

I dll put ur:f i deas in uritin~ and circu­
late thet~ . I don ' t thinJ: I ao a hundred 
percent r;ronr; . I think I am a hw1cired per ­
cent rir;ht o.nd I vrill try to justify lt by 
a l.lCI'lO . 

lJo that , r:ill you? 

Ye~ . 

I should think ~·ou could easily hancile this 
proposition bJ nakin£ the savines bond strictly 
e. nati onal defense bond so lon:; as , one, either 
the budget is bnla.'lced, or two, you have enough 
general oblige. t ions whic;l !IJ' c not speci f ied as 
national defense bonds, 11hether the:r are notes 
or bonds or bills, to lick up - to absorb the 
deficit. Just enough general obligations to 
absorb tho deficit and then you can truthfully 
sa:; that your baby bond is strictly a national 
def en~c bond and it nouldn ' t tE.ke uuch of 
r;eneral obli&ations to absorb t he differ ence . 

But Herbert, r;ith the le~islo.t!.on as i t is, 
ho11 VIOUl d JOU feel that for the new money that 
we r1ould like to bor row next 11eek, to use theso 
f ive- yoar note~ , just for the new money, to 
use t ho national defense notes for ne11 money2 

'l:ell, I don ' t know so nuch about the dis­
advantages of carryin~ two different classes 
of securities and accoWlting for ~70 different 
funds , but I think they are probably consider­
able . 

Well, i'orget a bout it , I mean just from the 
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standroint of 130 mill ion people end t~1ing 
to maKe them realize - from t he Treasury· 
standpoint, the debt standpoint, the spend­
in& standpoint, the tax standpoint, that l'le 
are preparinc ourselves . 

From the sellin~ standpoint i t has an advan­
tat;e • 

• rr.a t do ;rou mean? 

Tnet is to say, a special 'efense security 
can probabl7 be sold oore easily and dis­
tributed more uidcly than one t hat is not 
a - I oean particula1•ly the wide distribu­
tion . You can probo.bly ~;et a wider distri­
but~on nith a strictly national defense se­
cun ty. 

\1ell, the five-year note will go likely to the 
banks, anyhow. 

\'.ell , it ;:ouldn' t be a factor to the banks at 
all. 

\'.bat? 

I t nouldn' t be a fac tor as far as bank invest­
Dent GOes, the fact that it is a national 
defense note . It wouldn' t be a influence, 
woul dn 't help to sell theo at all, and so far 
as I can see wouldn' t have any advantages . 
I think you ought to save the national de­
fens e securit ies sell i ng point for a security 
which you r;ant to distr1bute as widely as 
possibl e amone o.ctual final purchasers and 
holders . 

\/ell, that is what I do. 

Yes • 
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But we haven't got the set-up . 

I know you haven' t . 

And I don ' t want to lllD.ke a mistake next 
week, 

I wouldn' t sell these notes if you can do 
it otherwise, as long as they are only going 
to the banks, because I think you are sacri­
ficing an advantage in salesmanship . 

No·,1, wait a minute. The alternative which 
they are recommending to me is that I get 
out a 20-25 year 21% bond, but limit it, say, 
to $10, 000 to any one person, and he has to 
keep it a year, That is the alternative . 

20-25 year - was it --

25- 30 year, 2t bond, tax-free 

Oh, no. 

Just a second, let everybody get in on this . 
Tax-free, limiting to any one person $10, 000. 
Let's say $10,000, and you have got .to keep 
it for a year, 

That is out the window, You have given your 
word on that, sir, 

Oh, no, you haven't . 

Oh, I beg your pardon , You made it very clear 
to those committees in the first defense act, 
that the securities that are floated under 
that extension of the debt limit wer e not to 
be t ax-f r ee, 

That is not under the extension --
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\!ell, I know, but thoy are for that purpose , 

That doesn ' t make any difference . I don't 
see what is the purpose of the one-year re­
stricti on on a security of that kind. It 
just reduces its marketabil ity, 

This is the idea, Herbert . I£ we just float 
700 million dollars of bonds, the large part 
of them are going in t o tho banks if we don 1 t 
give the little fellow an opportunity to 
get securities, because if a fello~ subscribes 
to $10 ,000 he gets 10%, Vlhich i s a thousand, 
;1o1•, l7e r:ant to put these bonds in the hands 
of permanent investors, particularly the 
little fellow, though we say that an;rbody 
vrho subscribes up to $10, 000, 11e will give 
you a full allotment if you keep that security 
a year or some period which 11e may agree 
upon and that keeps him f rom being a free 
rider, that the fellow 11ho wants more than 
that , he has to take his chance with all the 
other subscribers end take his chance on what 
we allot in percentace. 

Then you vrouldn ' t put that one-year requir e­
ment on the whole 1ssue, but only on those 
who - the small bi dders, in order to get a 
full allotment? 

And he doesn't have to come in under it at 
all, he merely says , "I will take $10, 000 
worth of registered bonds deliverable some­
time i n the future , 11 If he vrants to take 
hi s chances with everybody else, he just 
put s in a $10, 000 subscription and he gets 
probably a 10% allotment, It is to keep t he 
free riders out of the small class . 

Can you police it? 
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Oh, yes. \'/e have done it mice and it has 
been very effective . On the Decmnber issue 
last year we got 22 million dollars of e. 
five thousand dollar sub~oription and llhen 
the time came alone for delivering the bonds, 
eight million of thmn took coupon bonds . It 
doesn 't mean t hat t hey were sold, it means 
that they took the.m to be sold if they wanted 
to. l'le follov;ed up two cases. One bank had 
171 trusts of different amounts and they did 
not sell the.m. They took the!!l and put then 
in their vaults for those trust accounts . In 
the July issue, we had that same thing again, 
only put 90 days instead of 60 days, and ne 
got 39 million . 

It is a good experiment . 

At the time the 90 days is up, 11 million of 
those securities - 11 million dollars worth 
of requests had been made for coupon bonds . 

I have been trying to get Doughten. 

It will be murder if you don't have him here. 

I can't help it. 

I gave you a menorandum of a conversation he 
had with me while you were away. 

15 

V.ellt I have called two places in North Carolina 
and l. have been calling his office steadily 
since 9:00 o'clock this.morning. 

A~ . Secret~ry, on the tax exemption question, 
didn' t you say at your press conference the 
other day that the financing for national 
defense would be made fully taxable? 

If I used the notes. 
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For defense. 

If I used the notes . 

But then you said before the committee that 
if the discretion was yours - -

I think we are no better than the Republican 
administrations that gave GOOd service to 
the elimination of the execptions all during 
the year, and r:ben 1·1e continue to offer to 
the public obli~e.tions that are fully exet~pt 
frOI!l taxes r.i thin the law where lle have the 
discretion to oe.ke thett taxable --

(Telephone conversation with l~. Meekin 
follows : ) 
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R.II. Jr: Bello. 

Mr. lleek1na: Yea, air, kr. leorat&l"J, tb1e 1a Xeekina, 
eeoretal"J to kr. Doi!Chton. 

8 .11 • .71"1 

B.M.Jr : 

K: 

B.M.Jr : 

II: 

B. II .Jr : 

M: 

B. M.Jr: 

Il l 

R.M.Jr: ., 
•••• .r .. , 

Rlpt. Xeekine, thia 11 what I hue 1n a1nd. 
About 8 o 1 olook tbia aorn1nc OJ" attel"WU'da I 
sot the 141a that I wanted to set the adY1oe 
or thoae ••l>era ot the Wa7a and Xaane Wll .,., 
1n town 1n resar4 to our t1nano1nc on account 
otnext aonth we' l l haYa to do aoaetbina about 
the debt l1aU. 

:r.ee, a1r. 

Now, 1a IIJ". Doushton 1n t own' 

lo, a1r, I ' a aOI'I'J . Be 1a a t Sparta, North 
Carol1 na, lt1". Ia ore tal"J . 

I put a oall 1n there tor bia and I oolll.4n • t 
set bia. l ow, J OU reaeabeJ" the laat t1ae I 
oalled a •••Una - tbia un•t a aeeuna, tbia 
11 Juat t o set aoae adY1oe and I don't want to 
haYa 1111 a1aunderatand1ns with the Ch&1raan. 

Yea, e1r. 

Do JOu think 1 t wolll.d be all r1sht to haYI a 
taw ot theae peopl e drop 1n and aee •• qu1etlJf 

I would oerta1Jil.J think eo. Y .. , air. 

Do JOU think ltJ" • llouehtOII wo\ll.d take &nJ 
obJan1ona' 

I oerta1Jil.J wolll.4n 1 t think ao, lt1". lleoretai'J. 
I think pro'bablJ I ooul4 aet h1a on the l1ae 
1n a l1 ttle wbUe. 

Well, would JOU and MJbl ·I oolll.d talk t o bia 
thea. 

I th1llk I oollld • • 
...... - I aMD, JO~ kilo¥ Mw 41YO\e4 l • to 
Jlr • ........... ••••• 
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I eurel7 do know, Mr. Secretarr. 

• • ••• and I don't want an7 other miaunder­
atanding. 

I tell rou what . I could eend a telegram down 
there right now and it he ian't at Sparta ther 
could contact him prett7 qui ckl7 I am eure and 
wi r e them t o tell him t o call 70u or me. That 
would certainl7 ehow that we had tried to get in 
touch with him. 

Yeah &U4 then it we could fix the publie1t7 ln 
aome/~ftit would be agreeable to hlm - it there 
i e an7 publicit7. 

I eee. 

See? 

Yea, air. All right, air. 
weren't going to call them 
call them in right awa7? 

Mr. Secretar7 70u 
- were rcu going to 

No, no t until this afternoon. 

All right, air , and I'll eend a wire i mmediatel7 
to Sparta and have hie people get in touch with 
him and request that he call rou immediatel7. 

And have it in aind that whichever wa7 we handle 
the publicit7 that I 'm onl7 doing this wi th the 
consent and approval of Mr. Doughten. You eee? 

That'• right. And I would appreciate i t greatl7 
it 7our offi ce would let •• know if he did call 
and get in touch with 70u beoauee I'm going to 
keep on trJing until I contact him. 

I'll let 70u know 1171e1t. 

Thank 70u ver7 kindlr, Mr. 8ecretar7, and I'll 
go to work on it immediatelr. 

o. r.:. 
Thank 7ou 
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The world moves on, you knor. , 

lie is going to e. sk you if you can't have a 
meeting tomorrow e.nd then he will be back 
here . 

'.'iell, if he does, I will, 

I can ' t help but feel as Ed does, and even 
more so . I don ' t think that this is in line 
l'lith what I gathered >Ills r;oinr; to be your 
policy of taxation. \.ben you start crack of£ 
the bat at the first chance you get on an im­
portant issue, it seems to me it is an ex­
cellent occasion to pursue t he policr that 
you had indicated, though there msy be cer­
tain technical disadvantages . I think those 
technical disadvantages are far less impor­
tant than the social advantages the. t will 
accrue from the adoption of a policy of non­
tax excmpte on new defense issues, whether 
if you just stick to the statement with re­
gard to notes and not to bonds it appears to 
me you are quibbling, although you nould be 
technically accurate . 

·.:ell norr, this is what I - check oe, Dan -
this is the sug~estion that I said I sent 
up yesterday, d1en't I? I mean, my sugges­
tion 11aa the. t the ne1v money the. t rre borrovr 
would be defense notes and the r efundinl?s 
would be into the old bonds . Is that r1ght? 

The. t is right . \/ill be into long bonC.S . 

Yes, rdth the r estrictions that if somebody ­
fOU will r;et a hundred percent allotment 
1£ you will take the long bond and keep it 
for a year . That is what I set up and I 
bad no support what ever from anybody. 
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Well, I don't think you need support for 
a position of not issuing f urther tax 
exempts. 

Hor; long is it for? 

Five years . 

And then convert into lon& terms? 

Convert them i nto whatever kind of security 
i s around. 

'.'.'hatever is offered at the time of maturity. 

How do I know'? 

I didn' t understand the refunding thing you 
just mentioned. 

Let me give you t he whole picture. fie have 
a note 1\hich is maturing on the 15t h of 
lf.e.rch and we al so have a 3-3/Sths bond which 
we call. The two t ogether amount to a billion 
two. The suggestion was that we refund the 
note and the bond into a long bond or a long 
bond and an intennediate bond, you see, but 
the ner; money - this ia 11J;f SU(;gestion which 
everybody is opposed to - the new money would 
go into the defense notes . 

Yes. 

Non, I set that up and the whole advisory 
goup, plus 11J;f orm crowd, say no for various 
reasons. 

Well, what is the alternative, Dan, to the 
five-year notes for defense? 
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You don't have any more borrowing authority 
left, do you, after your refund? 

I wouldn't borrow exoept under the 45 billion 
dollar limitation, because you have got more 
flexibility there . 

How much margin have you got? 

Oh, ne rill have about 900 million by the 
time this issue comes out in the general 
linite.tion, because 17hat we are doing no.,.­
is pushing Treasu~/ bills to defense bills . 
That is reducin~ the four billion dollar 
limitation and Increasing our - the proposi­
tion was to issue a long-term bond for cash. 

(The Secretary retired from the conference 
to take a telephone call) 

(Returning) I t is taken care of, Phil. He 
said he would do it today. 

\'there were r.e? \'/ere you through? 

Well, P..arry was elaborating on what I had 
said. 

I was through. 

I think we ought to issue fUlly taxable oblisa­
tiona where we can in the future . 

Sey it again. 

I think if we don ' t issue fully taxable obliga­
tions in the future where we oan within the 
law, I don't think we can expect the municipali­
ties to acquiesce in any attempt to eliminate 
the exemptions in so far aa their obligations 
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are concerned by permitting any le~islation 
to get through Congress to accampl1sh that 
fact , 

~re than that, I think the Federal Govern­
ment ought to l ead in matters of social 
progress and I think that ia definitely in 
that direction. 

And if ne are going to put on a campaign to 
eliminate the exemption --

(~. Uorgenthau, Sr. entered the conference) 

••• • I t hink we have to show our good faith. 

I am in favor of that1 Jlr , Secretary, when 
you get legislation tnat wi l l permi t you 
to have some f lexibility i n issuing taxable 
securities, but right no\7 you are confined 
to one very nar row channel and I am in favor 
in t his session of getting l egislation on 
Treasury bonds and every other security the 
same as you have on Tr easury notes, and when 
fOU cone to that point, then I woul d say to 
1ssu.e taxable bonds and taxable notes and every 
other kind of thing. 

I think that is entirely true, Dan1 but I 
think when r.e have t he discretion 1n so far 
as the notes are concerned to issue them 
completely taxable, that we ought to show 
our good faith and issue them completely 
taxable and then go to Congress and say we 
would like t o have the same discretion so far 
as the bonds and bills and certificates are 
concerned, 

Even though they are not the kind of securi­
ties that the Secretary should issue at this 
time? • 
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Oh, that is somethine different. 

Oh, no, it isn 1 t; it is part of the pictw•e. 

The reason I suggest1 Mr. Secretaryt the bond 
!'ather than the taxable note - the decision 
l'lasn't based on tho taxable feature at all, 
but I felt that the new money should be ob­
tained fron real savings and therefore issue 
a security which would appeal to real savers, 
and if you i ssue a note it coes to banks and 
i ncreases the banks ' deposits ~~d you raise 
jour noney by ext ension of the bank credit. 

\,hat do you oenn l'lhen you say appeals to 
real savers? Because it has an exemption? 
i.hy add to t he outstanding exempt securities? 

It i s the me.turity rather than the tax featw•e 
of the bill . 

I t is the coupon. 

Notes are 

Do I understand you are not going to issue 
any more notes during the next few years? 

!lot for nevr money. 

You are going to eliminate not es 

Until they are put on o. parity in so far as 
the tax features are concerned with the other 
types of borrowing? 

I don ' t see any objection to putting a taxable 
note out in a refunding. \le have had them 
before . 

Well, ;;hen would you do fOUl' r efunding? 
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Ri ght now. That certain1 ; shows good 
faith. 

You use up your borrowing power. 

No, llr . Secretary, because you have got 
700 million dollars of not es maturing and 
you just roll t hem over and --

(Telephone conversation with Jere Cooper 
follorrs : ) 
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H.M.Jr: 

Operator : 

H. M.Jr: 

Jer e 
Coopers 

H.M. Jr: 

C: 

B. M.Jr: 

C: 

H.M.Jr : 

0: 

H.M. J r : 

C: 

H. M.Jr: 

c: 
H. M. Jr: 

01 

B.M.Jr : 

C1 

Bello. 

Oongreeeaan Cooper. 

Hello. 

Bello, He11r1. 

Jere. 

Yea. 

Deoe•ber 5, 19~ 
10:10 a . • • 

25 

Thie 11 wba t I wae th1Dking about. I '• tl'71118 
li.ke bell t o l ooate Dought en. 

Well, I obeoked up einoe I got up here. Be lett 
7etterda7 •orning tor bo•e , HenrJ. 

Well, now, wbat I thought we'd do ie tbie, it 
it'• agreeable to JOU. Let'• wait an hour or 
eo. 

Wba t wae tba tt 

Let'• wait an hour or eo. Hie 8eoretar7 Meeker, 
ia that h1e na•e? ••..• 

Meekine • 

..• .• baa eent hi• a tele1raa beoauee Dougbton 
UJ u7 be 'll jWip on the train and co•e baok. 
Beet 

Ub-bub. 

Now it be .. ,, be wante to oo•• back, we'll 
bold 1t to•orrow, beoauee the old bo7 wae eo 
daan eore the laet t1•• • •• •• 

That'• all r1gbt. 

8o let •• wait and it I let JOU know b7 noon 
it Will be t1•1 tnOUib• 

Ob, 711, that'll be all r11b'· 

• 
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But it he 1a71, Benr7, I'll ooae baok on the 
train, can't JOU hold it t oaorrow, all right. 
But it he 1a71 go ahaad and hold it thia 
afternoon, all right. 

Fine. 

But I don't want to hurt the old bo7'1 teelinge . 

Oh, aure. You're right. AbaolutelJ. 

Fair enough? 

Yee, tbat'a right. I obeoked Uf aa soon as I 
got up here and I t ound that be d lett here 
Jeater daJ morning t or hoae. 

Well,be' d aay I waited until he got out ot 
town or somethi ng. 

And I 1 Tl alao obeoked up and Saa Ra7burn 11 
going to leaYe on the 6 o'clock train and I 
juet told hia that it aigbt deYelop that we'd 
like tor him to eit in with aoae or ue in a 
little conterenoe late tbie afternoon it it 
oould be arranged. 

What did be 1a7' 

He aaid that he'd be YerJ gl ad to around about 
4:}0- not later than 4:}0 proYided we could 
aeet in h11 ottioe • . 

Well, that'e a good idea. 

I told bla that would be pertectlJ all right 
I waa aure, but I told bla that it waan't 
detini telJ known 7U but that • •• •• 

Meet in bla ottioe. Well, that would help 
with the Doughten a1tuation beoauae I oould 
tell h1a tbat Saa ia leaYin& town tonight. 

leah. That'• right . Baa 11 l eaYing at 6 o'olook 
and 1a71 he would be glad to aeet with a tew ot 
u• .... • 
At ble ottloe. 

!!6 
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•••• • at hh o!!ioe al'Ound ~: 15 or ~:}0 aD4 
then o! oouree r ou'd set in t ouoh with theee 
other bore here. 

Well, rou 'd do that or Baa would do that. 
Well, let ae work on Dousbton between now and 
noon, 11e, and then I'll oall r ou baok. 

Fine. All right. Good-bre. 
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He says Stam is leaving town tonight, but 
he would l ike the meeting in his office, 
Well now, that would take a little of the 
curse off, wouldn' t it? 

I don't think it would. I think Dough ton 
would resent that , 

\'/ell, I am doing the beat I can. 

I understand that, sir . 

\'.here nere Yle? 

Finished; at least I am. 

\":ell , you two bird.s feel what? 

I feel that if we issue o.ny notes at all that 
we ou~t to issue them fully to.xable under 
our d1scretion, and I thiru< as Dan suggests 
that we ought to ask Congress at this sessi on 
to give us the same privilege and the same 
discretion in so far as the bond.s and the 
certificates and the bills are concerned and 
I think when 1Ve got that, we ought to take 
advantage of i t and we ought to do all our 
borrowin~ in the future, evon if we have to 
pay a sllghtly higher rate of interest, 

I agree with that. 

Complete taxation and I don ' t think we are 
go~f to get the iegielation in order to 
su t the state borrowings to the same 
thing until we show our good faith by taking 
the lead and issuing all our obligations 
subject to t axes. 

Would you make these new bonds taxable? 

• 

.. :::!8 
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In so far as we can, The;y are exampt from 
the normal tax and the first $5,000 of the 
surta.x. We are limited there by the law, 
But I would ask for a change in the law so 
that we have the same discretion in so far • 
as our bonds are concerned that we have so 
far as the notes go . We have four alternatives 
so far as the notes are concerned and we can 
issue theo completely taxable, 

But the notes? 

The notes, we have that discretion, We don' t 
have that discretion in eo far as the bonds 
go. 

Wbat partitions are there in the 45 billion 
now? 

None . 

There are no partitions now? 

No . 

The;y are all reooved? 

You can issue 45 billion Treasur;y bills if 
you wanted to . 

There are no partitions? 

No, sir. 

Because there is one other argument, I tried 
this out this morning on Phil Young. Tell ' 
them your reaction, Phil. You can tell it 
;yourself better than I can. 

Well, rq reaction to it as ai.laply leaving 
out the technical aide, which I aa certetnl;y 
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not qualified to talk about, this country 
at the present time is already in some 
state of econonic war, war on economic 
basis, and will be more so, increasingly, 
as t his situation keeps on. I think any­
thing which can be done to increase the tax 
consciousness of the people of the United 
States primarily on a defense basis is goinG 
to have to be done, and the sooner it is done 
the bet ter, because it is coing to cost every­
body a lot more moneJ than they have ever 
paid out yet to carrJ the load and sane defi­
nite program is going to have to be put on 
to ~e those people aware of the fac t that 
11e are carrying on econonic war and o;e are 
going t o pay for it and you·have got to hit 
the coal miner as well as the fellow at the 
top and all the grades in between. I think 
that is just a reaction on my part, looking 
at it purely from the outside, because I 
haven't been doing any work on it or any­
thing of that sort . 

I agree with that . I t hink that is fine, but 
I think that every time you issue a tax- exempt 
security you add t o the burden of the other 
fellow uho doesn' t have a tax-exeiipt securi ty, 
because he has t o carry the f ellou thet holds 
t hat obli~tion, and I think if we use this 
time to a~d to the reservoir of fully tax- exempt 
securities that are outstanding, the greater 
disproportionate burden r.o create in so far 
as the ordinary fello11 is ooncerned. 

And this Administration has floated more tax­
exempt securities than any other . Isn' t that 
correct, George? 

More tax exempts? That is right . 

::o 
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Sure; ne have borrowed more . 

I know that. 

Well, ne haven' t taken advantage of all our 
opportunities to eliminate the exempti ons . 

You mean on the Hill? 

No , in so far as our porters are concerned 
that we have under the law. 

True. 

But it really hasn't cade a lot of difference 
because of the low interest rates and your 
securities have gone into your banks and they 
haven't gone into the hands of individuals, 
so the tax- exempt features - -

Well, that doesn ' t make any difference, be­
cause if they get into the bends of people 
who make income t axes in the high brackets --

But they don' t . 

The advantage they get isn' t reflected in the 
rate of interest. 

Well, t hey don ' t buy thm because the rate 
of interest is eo low. Three quarters of a 
percent for five years is not even of any 
inter est to a high bracket for tax exemption 
purposes. 

But instead of that you would be giving them 
a security that vtould enabl e them to avoid 
the --

Here is a way, Ur . Secretary, you might 
handle it, and take oare of all sides of 

• 
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the argument. You can say that for new 
money you would like to issue taxable securi­
ties and you want them to tap real savings 
but you don ' t have the flexibility in the 
statute at this time, so you can issue bills 
as a temporary - get your new money tempor­
arily and then after you get the legislation, 
go ahead and r efund the bills and put them 
out into the longer term securities, fully 
taxable . In other words, make it a tet~porary 
situation. 

And no refunding until that legisl ation cooes 
along, you mean? 

\tell, I \i&s t al king about the new money pro­
position. 

What would your bills be, George, 90 days? 
You probably wouldn' t have the legisl ation 
in 90 days . Then whnt would you do? 

~e can cake them ~ore than 90 days if we 
want to, up to a year, but that has the 
same effect on bank credit . 

That is ri~ht, but it would come down. De­
posits wo;;ld come down, you see, r;hen you 
refunded them later on. 

Isn 't it --

Reduce them 1·1hen you took them out of t he 
bank, 

Isn' t t he important thing 

The money to create other deposits . 
• 

No, if you cut down the bank investments, the 
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deposits - -

Isn't the important thine to attain at this 
time the understanding on the part of the 
public that flhenever the Treasury has the 
l egal power to do so, it will issue taxabl e 
bonds, and tc avoid no opportunity in trying 
to obtain wider powers to that extent, but 
until those wider powers are obtained as a 
gesture, even though it may have technical 
disadvantages . I think the gesture is an 
important one and will have kept faith with 
your general policy, so that i£ you have an 
onportunity to issue these notes taxable, 
they should be issuod, even though I can 
well see there eight be technical advantages 
in varying that practice now. 

I think Harr¥ is right on that, !Jr. Secretary, 
I£ 1ve are go1ng to rilake a drive or any kind 
of an effort for removal of tax exemption, 
I think the gesture i s important at this 
time. 

If you are going to issue a one-year bill that 
is completely tax-oxempt, why not issue a one­
year note that is completely taxable? ','lbat is 
the difference? 

You can understand a defense bill. 

I£ you are going to issue anything under five 
years, I am in favor of a taxable note. I 
agree with Harry' s statement, when conditions 
permit, to issue taxable secut•ities when con­
ditions are such that you can do it in the 
interest of tho country and the Government. 

I am wondering rthether you are not in a stronger 
position when you come before Congress when 

, . 
• Regraded Uclassified



E.U. Jr: 

Foley: 

H.J.! .Jr: 

Bell: 

Foley: 

H.1! . Jr: 

Sullivan: 

Schvtarz : 

. . . . . . ... . 

- 27 -

you make quite a play on thnt fact . You 
say that even though it mi~ht have been 
possible, had we more fleXlbility we might 
have commenced this eY~enditure in a 
slightly bett er v~y, but not having the 
flexibility we had t o pursue the less de­
sirable method, Tlleref ore, 11e must have 

• 

the flexibility. That is the way of putting 
pressure on them and at the same time main­
taining the principle . 

\'/ell, I can' t see - some of these people 
felt that if I use the four billion au­
thority that I have that I ~ive the approval 
to that, and that I shouldn t use that, so 
that ;:e won't have special obligations out­
standing. 

lle have already issued some. Y/e have issued 
a hundred milllon against that . 

Oh, more than that in the bills . 

Four hundred. 

Four hundred? 

In the bills. :I mean, 'o7e have started to 
use that . I mean, do you tax fellows_ feel 
that at this time in one of these refunding& if 
we got out a long bond which has certain tax­
exempt features that that would be a mistake? 

The fight is over. You are ple.nnin~ on going 
to t he eountry with a seri es of radio speeches, 
telling all the t hings that are wrong about 
this, and somebody says, "Well, were we wrong? 
Didn' t we read in the pap er that a new long 
bond just came out that was tax exempt?" 

That i s a different situation, John. In 
• 

• 
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that case you have reatrictions on bonds 
now. 

Oh, sure. 

But we don't have to issue bonds, 

They know just as well as Yle do that we 
don't have to issue it lllld there are other 
wp.ys of doing it . I think that- as was just 
suggested here- that the fact that it is 
eooarrassing to you to use t hese notes rather 
than the long-term bonds will be very helpful 
when we get into the fight on the Hill. 

Say it again. 

I think the fact that using a taxable note 
now is not as professional a way of doing 
t he financing as issuing a long-term tax­
exempt bond will be very helpful to you when 
rou get upon the Hilli because you can say, 
~1ell, see here, gant emen. Here is the 
situation I was up against last December, " 
and tell them exactly what it was and why 
you would have preferred to have done it on 
the lon~-term bond, but you couldn' t and 
kee~ fa~th because you were just perpetuating 
an 1nequitable situation that had been causing 
t r ouble for a long while . Even if we get the 
legislation ne want, it is going to take 30 
or 40 years, and maybe longer, to clean up 
these tax-exempts . 

Do you still feel that way, John, if you 
felt sure that at the time of the expiration 
of these notes, say in five years, that we 
would be in a very tight-money, h1gh- interest 
a1 tuation, and that it would be very expansive 
to refund th811l? 

• 
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Yes, I thlnk I would. 

I t hink that would have to be reduced to · 
quantitative terms . I think you are r ight 
on qualitative gr ounds1 but I thlnk in order 
to evaluate the general effect of this 
approach as against the possible increased 
cost, I thlnk one r:ould have to - -

I say four percent of 20-year money. 

• .. ell, that rton 1 t happen in the next three 
nonths . 

Five years - -

lie are talking about a five-year note. 

\then they become due and he refunds them. 

But if I sat ti t;ht and said I l'touldn ' t is sue 
any more taxable - tax-f ree bonds until 
Congr ess does something - that is what you 
f ellorrs think? 

Yes, sir. 

Because I can only do this if this croT<d 
tonight saJs, "Fine, we nill see you throut;b 
on thls . " 

That is right . 

That is right. 

And that is 11hy I am seeking legislative ad­
vi ce . 

The Senate crowd won' t see you through on it; 
the House crov;d will • 

• 
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\'.'ell, certainly Harrison didn 1 t have the 
c~ttee on this petition or on this 
SJlecial fund arrangemen.t o.t all last year . 
\'illY, George and Connally o.nd Byrd and Clark 
and every one of tham said, 11\'ih:y, this is 
a ridiculous thing to do, I t ties the 
Treasury' s hands, there is no flexibility 
in it, and it l ooks like a trick. " Connally 
said that and so did Barkley, 

Geor~e was for it at the time, He is not 
for 1t now, Dan. 

\'.'ell, Senator !'.arrison certainly didn 't in­
terpret --

Oh, at the time ne had the preliminary meet­
ings I think that they were all agreed that 
that was the only way you would ~;et your 
debt limit raised. 

By the time r.e got to them --

But you were talking about interpreting the 
sentiment of the committee and I think he 
did as of that time in those early conferences 
in Ua;y, Dan . 

l!r, Secret ary, I would like to direct J;Jfself 
to Herbert ' s point, because I think he has 
raised a very important point. There is 
danger of interest ro.tes on long-term borrow­
ing rising very sharply. If we aocept that, 
it is all the more reason why you should 
issue notes and not bonds because i t is un­
fair to the bondholder t o sell him a bond 
now which in t11o years may lose ten, fifteen , 
twenty, or t wenty-five percent of its val ue 
by virtue of the rise in interest rates . 
You are taking, I think, - I woul d like to --

3? 
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\':ell, I have approached that f r om a dif­
ferent angle. The thing that worries me, 
that nobody said yesterday the only in­
flation we have had is in the Government 
bond market, and to get out a series of 
long- term Government bonds at this time, 
knowing that interest rates are going to 
rise, you are going to have a hell of a hole 
in the bottom of i t, but nobody talked about 
it but I am very - there has been no gnmbling 
in the stock market . All the gambling is in 
Government bonds and they are absol utely on 
an artificial level, because their answer 
would bei "VIe will ~et out some bonds and - - " 
7hat ';'lOU dn't help 1t, if we have a general 
rise in interest rates and the bonds begin 
to sink, If 11e did this, it l';oul<i even IIlllke 
the bonds go up that much more, wouldn't it, 
temporarilY? 

V/ell, it has done the. t tho last coupl e of 
times because of the backlog, but ordinarily 
you are supplying the mnrket with a lot of --

i.nat taxes do United States savin~;s bonds pay? 

Aren' t they the same as the regular bonds? 

Yes . 

\'.'hen do you pay those taxes? 

At the end. 

At the end, when you get the money. 

Supposing I keep then five years . 

\/ell, when you sell them, the interest on 
the accrued 
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How do I pe,y taxes? How do I pay the tax? 

The income is --

On the income that you received in the year 
in which the sale is l!lllde . 

Buy them at 75, say, and turn them in at 80. 

And if I get $20 worth of income , I pay it 
on that income? 

That is right; it is exempt from t he norcal 
tax and from the fi rst $5, 000 of surtax, but 
the ramainder is taxable. 

\ie have only got two minutes more to think 
about it, of the possibilities i f these 
'l'lere to be United St ates Government bonds, 
to be the vehicle through which we were 
going to raise the bulk of the money, r;hether 
they should continue t o have that extra privi­
lege or they should be completely taxable. 

I think they should be oo~:~pletely taxable . 

I think they should follow the .other bonds . 

This has been helpful to me , l!ay I caution 
everybody particularly - discuss it with any­
body in the room, but please don't discuss 
it with anybody who isn't in the room now. 

If I go UiJ on the llill, Dan, of course you 
will go ;nth me, and Sulliva.n and Foley will 
go with me, too . I will let you know. 

This afternoon? 

\/ell, it is now tentatively for 4 : 30 at the 

• 
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Speaker's room, but I am going to be able 
to say to Doughton, "There is no meeting 
until I speak to you, " 

Oke Joke? 

Hope so. 

All right. 

• 

40 

Regraded Uclassified



(Phone conversation between Mr. UacXentie-King , Prime 
!:1ni ster o! Canada, and Secretary Morgen t hau.) 

Hl.I ,Jr: 

Ur. l!cK-K. 

Hl.I,Jr : 

Ur. ldcK-K: 

Hl.l,Jr: 

1!r. !.!cK-K: 

Hl.I ,Jr : 

Hr. l!c K-K: 

HM .J r : 

• 

December 5 , 1940. 
10:02 a . m. 

Hello, llr. Prime !.11nieter. 

Good corni ng, Ur. Secreta ry . 

How are you? 

Very well, indeed. I hope you a r e. 

I a~;~ calling for a little advice and a 
l ittle help. I will put it bluntly 
and you can tell me. You know, Arthur 
Purvi s i s in London. 

Yes. 

And t he head of the Purchasing IUssion, 
sort ot nor.tinally 1 is Jenn Monnet 

1 
t he 

French ••.• . • 

I d i d not get t he last. 

Uonnet. Uonnet, you know, who was head 
or the Purchasing 1!1sa1on when France was 
fighting. Now, I have no con!ider.ce in 
Honnet. They also have Sir Walter Layton 
here whoso position I don't quite under­
stand. Now, frankly, when Lot hi an made 
the statement that he di d ~hen he ca~e 
back, it just, well it just upset th i ngs 
t erri bly, I mean, when he came out a nd 
said that England was at t he end o! i t s 
rope financially. And ever s ince I have 
been back I have tried to str a ighten the 
thing out and have it in nr e tty good shape. 

Sir Frederick PhilliPs is here t o tal.k on 
that business. What I want, 1! yeou think 

' 
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you can help me, io to get Layton out 
of town and ge t him back t o EnglMd 
and get Purvis to come back at once 
because I have nobody to talk to here 
and I can't work with Layton. Have you 
met him? 

Oh , yes! I know him. I know him. 

And there ie no responsible head here or 
the Purchaeing Uission and the whole t hing , 
the whole question or England's buYi ng , and 
its finances, i e up. It's a very del i cate 
thing. 

Yes. 

Lothian did not help one damn bit and ror 
the goOd or the Empire -- and I think t he 
sooner Layton goes baok - - he said yesterday 
t o somebody in my orrioe that he was oon- · 
templating going back Monday on the Clipper, 
but he felt he ought to stay here until 
Purvis returned , and I t hink the sooner 
Purvis got back and Layton went home t he 
easier i t would be and t he Empire would go 
f or ward that much quicker. 

Yes. 

I ,frankly ,don 1 t think I oan tell t hie to 
anybody but you, but I t hink Churohh1ll 
ought to know this and the sooner he knows 
i t, the better. 

Yes. All rill:ht. 

9eoause I can ' work with Ph illips beauti­
fully , but the whole buYing program or the 
Empire right now is a t a standstill and 
that includes thinge tor Canada as well . 

Yes. Well, I will be glad to see that 
word goes aoroas. 

0 

• 

Regraded Uclassified



Hl.I,Jr: 

~lr. JJoK-K: 

IJr, WcK-K: 

Hloi ,Jr: 

ur. lloK-K: 

Jlr. J.!oK-K: 

Hl.l,Jr: 

!lr, A!cK-K: 

Mr. ·llci-K: 

Hll,Jr: 

IJr. l.loK-K: 

Hl.I ,Jr: 

Mr. l.loK-JC: 

-3-

Do you think ..... 
Oh , yes! 

• ••• you think you could get that t o 
Churchhill 1 

Yes. 

You oan see my dilemma. 

oh, yes! Qui te clearly . 

And with the peouHo.r situa tion with this 
Wonnet here and with Sir Walter Layton 
here, neither of thee really the head 
Layton, a perfectly nice fellow but a 
tussy old woman • •••• 

Yes, I know. 

•.•••• and he gets everybody nervous. You 
know? 

Yes, I know. 

And, frankly, I don't know what his status 
is and really t he whole purchssir~ progre 
tor the moment is troten ••••• 

I see. 

•••• and I am trying IllY best to untreete it. 

Yes. Well , I will get that word acr oss 
today. 

Thank you so much. 

Thank you so much tor l et t i ng me know. 

I would not call you, but really the int erest 
ot the Empire ~ at st ake. 
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Mr. Mc!C -IC: 

HI( ,J:r: 

M:r. lolcK-K: 

HII,J:r: 

J.lr. l.lc!C-IC: 

!Ooi ,J:r: 

l.lr. llc!C- IC: 

M:r, MciC- lC: 

HI( ,J:r: 

~ . 
• 

.. 

-4-

Thank you, Thank you very much indeed, 
ldr, Secretary, 

Right ! 

I am sorry I wae out at the time you called, 
but I Just got in. 

If you could get t hat acrose pret ty soon, 
because there is a plane licndaY t hat Layton 
could go back on. 

Yes, I will. 

That was Layton's own auegeat1on. 

I don't get it , 

Sir Walter Layton raised the point i n my -­
t o someone in my office. 

Should he go back Uonday. 

Oh, ye-s . 

• 

• 

• 
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H.M.Jr : Hello. 

Mr. Meeklne : Mr. Seoretarr. 

H.M.Jr l 

M: 

B.M.Jr: 

M: 

H.M. Jr: 

H.M. Jr: 

M: 

H. M.Jr : 

M: 

B.II.Jr: 

M: 

R.M.Jr: 

M: 

B.II.Jr: 

Talking. 

I have toun4 that Oongreuaan Doughten 11 at 
Laureleprlnge, Rortb Carolina - that'• b1e 
ol4 boae an4 be 4oeen 1 t have a telephone there, 
but I have eent a aeeeage out to h1a that JOU 
want h1a to call rl&bt ava7 an4 I have aleo 
eent a telegraa eo l 111 oont 14ent he' ll call 
eoaetlae tble afternoon or • • • • • • 

He ' ll call wbent 

I'a eure he'll call Juet ae eoon ae be gete 
that aeeeage an4 oerta1nl7 eoae Uae tb11 
afternoon. 

Well that 1en't going t o help •• beoauee the 
Speaker , Mr. Ba7burn, wanu th11 aeet1ng 1n 
b11 ottioe at 4:'0 tb11 afternoon. 

I ue. 

See? 

Yee, e1r. 

But 1t I 4on 1 t bear troa llr. Dough t on untU 
tb11 afternoon, that'• too late. 

All r1gbt, llr. 

Where 414 70u een4 the aeuage treat 

I talke4 over the telephone to Sparta an4 I 
learne4 at Sparta that be wa1 out on b11 tara. 

An4 be bae no phone tberet 

lo, eir, an4 then I eeat a aeeeencer out tbere 
to Laurehpr1ace to 1:111 b1a to pt to the 
telephone aa4 call 7ou. 

I eee. Yell, 70111n pt a oaU 1D to bave b1a 
oaU ... 
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M: 

R. M.Jr: 

M: 

H.M.Jrl 

M: 

R.M.Jr: 

M: 

- 2 -

0, I. Well , I tell JO~, I'll walt until - 1f 
I don't hear froa h1• bJ 2 o'olook, I'll ha•e to 
tell the Speaker. 

All right. 

Do JO~ think I'll hear troa h1• bJ 2' 

Yet, e1r. I'll try to aake 1t a point that JO~ 
do hear fro• h1• bJ 2. 

o. I. 'thank JO~ eo woh. 

Ye•, •1r, M.r. SeoretarJ. 

• 

• 
• 

• 

. . 

• 

• 
• • 
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RE ARGEIITI?IE LOAN December 5, 1940 
11:00 a.m. 

Present : 

H .~.Jr : 

Pierson: 

Mr. Bell 
l.!r • Vibi t e 
Mr. Pierson 
Mr . Collado 
iJr . Espil 
li!r . Cochran 
Mr . Prebisch 
Mr . Ravndal 
l.!r. Grumbach 

I don ' t think we really l os t any t ime, be­
cause by iJr . Hul l and myself goinu befor e 
Congress and getting their ~~d wfl l in the 
case of China, which i s tee "cally at war, 
it we can do it f or them we can certainly 
do it for the Argent ine, who is at peace, but 
you see v;e sort of have t o break the ice and 
this is something new that we are proposing 
to do with you, and now that I know how Con­
gress feels , I am ready to go ahead ver~ 
rapidly, so I really don't think there 1s any 
time lost because I was under a moral obliga­
tion to consult them if a country was at war 
and I wasn't going to quibble with tham, is 
China at war or is it not? I mean, she hasn't 
declared war. We have not invoked the 
Neutrality Act against her, but ltr . Hull 
and I having such a good reception, I n.ow 
feel that I can go ahead very rapidly with 
you gentlemen. 

Now, from rq standpoint1 this is my understanding 
that I have with Ur. Bw.l and Mr. Vlelles and with 
Mr. Jones and with l.!r . Pierson. You have cer­
tain negotiations with the Export-Import Benk 
and they uill go ahead with yours(Pierson' s) just 
as rapidly ~s possible. Did you see them yes­
ter day? 

Yea, we did, Mr, Secretary • 

• 
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H.!.f. Jr: 

Pierson : 

H.ll.Jr : 

Prebisch: 

H.M. Jr : 

Bell : 

H.l!. Jr: 

- 2 -

Have you made some progress? 

We are making progress . 

And we are prepared now to talk with you on 
l"lhet I underst and you would like to talk 
about, an arrangement to stabilize your 
currency with ours, via-a-via, and ne are 
prepared to talk rri th you on any amount up 
to $50 million. Just how you flould like to 
proceed - I cean, if you are read¥ figura­
tively to take ~your coat and go to work 
now, we are ready. 

Certainly, sir, we are ready, 

Now, Dan, do you 17ant to outline some of t he 
things that we have in mind? 

Well, I wondered, Mr . Secretary, if you wouldn' t 
like t o have us sort of talk about it before we 
come before you and see what we can do. 

Our general theory was that VIe mirdlt ent er 
into an arrangement to, say purcliase not to 
exceed $50 million of your {Argentine) currency 
over a certain number of months , As you know, 
we do have a limitation on our power, It 
expires next June. We hope to get it extended, 
but we might have to make some arrangements to 
meet that situation in case it isn't extended. 
And then there are certain details in connection 
1fi th that agreement that we might l18llt to dis­
cuss rri th them. 

Well, wb,y not l et ' s go along a little bit now. 
I have got an hour and let ' s go as far as we 
can and - we are talking fi r st. We would be 
very glad to hear f rom you if you would ra ther 
take the i nitiative, either way t hat you want. 

• 
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Prebisch: 

H.M. Jr : 

!!ell : 

- 3 -

I think, l.!r , Secretary, if we could get some 
of the broad lines of this suggestion. 

Right . I think if J.;r . Bell and 1Ir. White 
would go ahead. Vihy not give them - I think 
the easiest way is jus t as though you were 
giving it to me , We will give you what we 
think you would like to have and then r1e will 
strike a happy medium, That is the 11ay we 
always do . 

\,ell, if you want to go ahead with that in 
that nay. As I say, \\e would a~ree to pur­
chase their currency over a per1od of months 
and we would assume that there would be a rate 
on that, service charge, of t% above the dis­
count rate in the Federal Reserve Bank of 
New York, \..Uich at the present time is 1%, 
making a rate of l t% to you, and that if this 
transaction is with the Bank, as vre assume 
it will be, we get the guarantee of the 
Government for the repurchase of the pesos . 

And there are several thinfs that we mi~t 
like to discuss in connect on with the ~ur­
ther security of that operation, We under­
stand that you are going to reduce your im­
ports, possibly 60 million, maybe 100 million, 
and the other one v1as as to whether we could 
enter into an arrangement to keep, say, not 
pledged but unencumbered gold in the Federal 
Reserve Bank of New York under earmark. \1e 
understand that the pledged gold has to come 
out of your balance sheet, but we wanted to 
discuss with you as to whether or not it was 
possible to keep on deposit as part of your 
reserve under earmark in the Federal Reserve 
Bank in Ner1 York. I think that is about all, 
Mr. Secretary. 

There v1as one other alternative, They might not 

• 
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H.L!.Jr: 

Bell : 

B.Y. Jr : 

Bell: 

H •. l!.Jr: 

White: 

H.l.!. Jr: 

- 4 -

allow their total gold reserve to go below 
a certain point without discussing it ?lith 
us, but I think if they agree to keep the 
gold under earmark, that alternative might 
well be throm1 out . 

How about the rate? 

Rate of what? On the loan or on the trans­
action? 

no> the re. te between the peso and the dolla.r . 

Well, that certainly is a matter for dis­
cussion. 

That is something we 'iiOUld have to discuss . 

It is vory important , 

Yes it is . We wanted to see whether we 
couidn' t get a rate which, in line with the 
Secretary' s earlier suggestion of what he 
wanted, we could have closer monetary coopera­
tion between the two countries, whether we 
couldn't get a kind of rate which would be 
mutually satisfactor~, which would be bene­
ficial, and about llhlch the rate could be 
stabilized during the intervening per iod. 
The re. t e of interest t hat Hr. Bell referred 
to would be the interest that you would pay 
on deposits of pesos. I mean the pesos 
woul d be with the central bank to use as 
they see fit, re- lend or e.nythinp, else. It 
would be an interest rate on those peso 
deposita and the interest ro. te Ylould apply 
only i n so far aa we bought pesos . I t 
wouldn' t apply to the whole amount, because 
the pur chases - when and as needed. 

Before we get down to details, there is one 

so 
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Cochran: 

H.li.Jr: 

Prebisch: 

H.l!.Jr: 

Prebisoh: 

H.1!. Jr: 

Prebisch: 

H.IA. Jr: 

Prebiac.h: 
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subiect that I would like to bring up. I 
don t know how much has been done, but we 
all know that the English own a lot o£ 
your securi ties , Sir Frederick Phillips 
arrivos· here tomorrow. He is in the country 
now to talk about English finance , Well 
when ~e talk to tham about the Engl ish ' 
finance, I would liko to talk to him some 
about the securities which they own in ~our 
country and what disposition they have lD 

mind in regard to those, Now, has any pro­
gr ess been made with this - vthat is his 
name? 

T1Arc1 Cooper. 

Have you gentlemen seen UArcy Cooper? 

\':e had a. very short ta.lk nearly two weeks 
ago, but without any decisions on any matters. 

Did you, as \'ie say, get anynh11ere? 

Well, we had no dealing with tham but only 
a general discussion o£ t he possibilities 
of doing some a.rrangament with you and 
tham. 

But nothing definite? 

llothing definite, because we thought that 
before speaking with you it would not be 
convenient t o exchange more tha.n a general 
idea with them, 

Did they talk &bout English-owned securities 
in the Argentine? 

We ta.lked &bout the poasiblity of uain~ their 
investment there in Argentina aa a. !.au for 

• 
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H.U.Jr: 

Prebisch: 

H.IJ. Jr: 

Prebisch: 

H.J.!.Jr: 

Prebisch: 

P..ll.Jr: 

Prebisch: 

n.l.!. Jr: 

Prebisch: 

H.U.Jr: 

t 

- 6 -

liquidation of our block of exchange and 
perhaps as a way of getting dollars for -
additional repatriations of investments, so 
that at the same time two problems would be 
involved. First, the transfer of investments 
to our accountsi and second the helping - the 
provision of do la.ra to them. 

But that is - you didn't get anywhere? 

Only a general conversation. 

!low, this other Englishman - is he in your 
country now, Lord some thing? 

Yes, ~1llingdon, but I understand he is not 
s tudying that matter, only commercial matters. 

Well, I em su.re the State Department would 
have no ob jection. Could that question be 
brought here to \'iashington eo that you two 
gentleme.n could have tlie authority to talk 
to me about it? 

Certainly. In ou.r instructions r1e have the 
authority. 

You have? 

And in our memorandum we put t his matter, too. 

You have the authority? 

Yes, sir. 

Because I just assumed as Sir Frederick 
Phillips gets settled I would like very 
much to meet with you and with him here and 
put all of ou.r cards on the table, if that 
ia agreeable. 

• 
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Prebhch: 

H.M.Jr: 

Prebhch: 

H.!.!. Jr: 

Prebiach: 

H.M.Jr: 

Collado : 

H.1!. Jr: 

Eapil: 

H.ll. Jr : 

Prebiaoh: 

B.ll. Jr: 

PnbieohJ 

.. 
• 

- 7 -

Cert&i.nlf, sir. 

Purelr on the financial aide, you see, I 
mean, I am not talking about the trade, but 
fram the standpoint o! - well, England neede 
more dollars, both to bur in the irgentine 
and here and I have alWI.fe had in :idnd 
that - the possibility of a three-cornered 
arrangement which would be mutually agreeable 
t o everybody. But would it be agreeaole? 

Yea, air . 

So somebody else isn't doing that. You are 
not talking about that to anybody else in 
this Government. 

No, no, no. We have no talk. 

You don't know - -

No, that question hasn't been taken up. 

Well , when it canes to the question of stabili­
sing the currancr and the question of ma.ld.ng 
more dollars ava lablef it ia ver1 important 
and I would like to - mean, take it into 
the 'llhole picture, if that is all right, 
J.rr . Ambassador. 

We have instructions to go over it. 

Nowt on that question, ban you got a pretty 
goo4 list of What the Bnglieh own? 

We baTe all the into1'1116t1on that rou 111&1 
reMre. 

~ 

· Ban ,aU ohecked that againat otlre? 

lo,~ ~.,~ ao~. 

• 
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Ji.l.!.Jr: 

Prebisoh: 

Jl .IJ. Jr: 

Prebisch: 

H. l.:. Jr : 

Prebi sch: 

H.!J. Jr: 

• 

- 8 -

I haven't gone into that with them at all. 

Well, could you begin to do that illlmediately? 

Certainly, sir. 

So that we could say, ''Well, this is what 
11e have. \'/e will show you what we think 
they Olm and you can say, •t:ell, this h 
lYhs.t the;y ree.ll;r Oll!ld ' and give us sOiile i dea 
of r.hat i t is worth. 

Yes, sir. 

You see . 

We have all the available information in 
our hands . 

Because I have alwa;rs felt that t he time would 
come, and i t so happens that I am not, I don't 
think, revealing any secreta . l'lhen I took 
Sir Frederick to see l.Ir . Roosevelt, · he raised 
that very point" with him, "1\ha t are you going 
to do about ;your South American securi ties?" 
That is when he was here in July. So the 
President himself has it very much in mind. 
So if 11e could begin by getting a sort of a -
so that we could reall;r knon what they have, 
then you could say to us, ''\·;en, these - this 
is what they are Ylorth if they force them on 
the market and this is what they are worth if 
the;r were liquidated over a year, and these 
have a rea~ market and these haven't," and t he 
whole quest1on of - if you could give us sug­
gestions; for instance, if it was a street 
railway, if the street railway was given so 
much time they could buy them themselves and 
resell them to your public . I don't know 
whether that is a good example, but there must 

• • 
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Prebisch: 

H.IJ. Jr: 

Pierson: 

H.I.!. Jrl 

Pierson: 

H.IJ. Jr: 

Pierson: 

H.l<!. Jr: 

Pierson: 

H.ll. Jr: 

- 9 -

be certain corporations which they own which 
if these corvorations had time or even possitly 
a little ass1stance £rom us, you see, that over 
a period of time they could buy them, maybe 
resell them back to your public or something. 

This interests you, doesn't it? 

Yes, sir. 

Because I should think it woul d, just the 
nay we are interested in buying back our 
O'IIIl COI:Ip8.Ilies \1bich are held by England, 
English stockholders . So I am personally 
very much interested in it and so is Ur. Roose­
velt and I would like to go forward on that 
whole front. And you (Collado) tell that 
to Mr. Hull and Yr. \'lellea. I am sure they 
have no objection. And you (Pierson) -- are 
you acquainted with this end of i t? 

Just in passing. I haven't anything to do 
with it. 

Well, we are not going over the awe ground? 

No . 

I think you would be interested, too, wouldn't 
you? 

I would. 

I mean, but you haven't covered this ground? 

No, 

I just wanted to make sure that I am not doing 
something that s<111ebody elae might do better, 
I wanted to bring that in. 

' 
• 

• 

• 
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ell : 

.. . J i"' : 

• . J 
=· ·~· · ,~ : 

: .• .. • J:- : 
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1:1- . !:.ecretary, l!r . ?rebisch sur;~e::teC. a 
dhcussion on thr.t as one 01' th~ points 
!le brou~ht OUt here in rlis J.1CI:IOT'e.ndll:l! that 
he suxu tled to us . i:c ~ai"' for disc~.:ssion 
of t:.e .t'ollor:in;; possibili tie:; or al terne­
tives bobteen the sco::c of tho c.~enC.a :>t' e-

• u • 

?C. t•ed b;: the 'f rcasury - ~mci i1e c.enns lus 
'i'reasury - and he ha~ listed trian:;ular 
operations ni th Gr eat Britain . '!'he f rozen 
st~rlint" reprcsentin(" --

" u 

:: lll:l i'c:::ilinr r;itlt t:W.i , but on account of 
) r . l"rebisch beln" ilct•e I uicln I t <now that 
pos:;ibl y he hau co\·ered lhis •li t il socebod:r 
else a:td I /_"\eii tne.t these two sellara t e 
::.rt~;li::h 1.tissions - there are renll;r three . 
'i'here i:; thi s ./.:.n:~· Cooper and Lord - ;;hat 
is his name? i.illin,;don , And nor; there is 
Sir Fret1eric~ Phillips and thet•o are really 
three SQ'O(l!'U te ::tiSSiOnS IJ.llC. I jUSt don It 
r;ant to be t r eadin::; on so;:~cbod:· else's toes, 
but I t:l inl: Sir i rede:-ic:: h the ::tn."' to take 
it up l.i t:t . 

3ecaur.c it is our unae~sta"ldin~ thnt Lord 
· .. ill in ·don : s onl~· C.ealin- :·;i t l. tre.de 
~tte~s, not an; fina~clel ~tters . 

I sec . 

]j- , ~ect•ctar;v, thut Has t:.u first one. on tlte 
a;;onda Lhr. t the Treasm•y sent ;\rgent!ne to 
ce discu&:;cc] here, SO it lS quite appropt•iRtC , 
~hey r.il l OApect it . 

Good, f.)U i I !lean YO!! ::utven I t ;ot uo:;n to the 
point of ~ettin~ t hei r list or su~bestio~s . 
~ou see, 1 would very ~uch like i. i f they 
r;ould say, ",/ell, they Ollll the ' XYZ ' rail­
rred COI~:>any , 1'his is whet ru"ht be done 
1d th thls . 'i.'hey o\'.11 somo pack!n<; co;1panies, 

• 
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Prebisch: 

Probisch: 

H.:.!. Jr : 

Prebisch: 

H.!J.Jr: 

\'ihl te: 

H.!!. Jr: 

\'1hite: 

H.U. Jr: 

- ll -

, 
a meat company. \'/ell, thh can or cannot 
be liquidated." If it was forced, it is 
worth so much and if they had a year, it 
would be worth so much. You know, 

I see . 

Is that possible to get? 

I think so. 

If not, you can call for it. 

I have many informations here, but any addi­
tional information that you may want it is 
very easy to get on the phone, 

Well, if we could have a kind of over-all 
picture, a list of these companies, on forced 
sale they are worth so much. Given time, 
they are worth so much. And then a possible 
suggestion as to how you think best to re­
purchase those securities and get them into 
the hands of the citizens of the Argentine . 
Have you given us your position vis-a-vis 
England as to the exchange situation? 

Yes . 

Have you got all that? 

Yea . 
And you have got also where they stand a~ 
to their sales and purchases froo England? 

Yes , They have supplied ua with all the 
information very quickly that would fi ll 
out the picture, but we didn't want to 
touch on those items bsoause there were 
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H.M. Jr: 

Prebiach: 

Bell : 

Prebisch: 

Bell : 

Whit e: 

Bell: 
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several i tams in the agonda which we hadn 1 t 
taken up. 

I have said my say. Now, what suggestions 
have you got, Dr . Prebisch? Where would 
you like to start? 

Start with this $50 million arrangement. 
You were referring, Mr. Bell, to an arrange­
ment per month. You have an idea in mind 
about the length of this operation? 

Well, the maxim11111 operation would be June 30, 
1941. 

' 41? 

We said we would buy up to $50 million of 
pesos over a period of months . Vle would have 
to complete the operation or make some pro­
vision for it up to June SO, 1941. 

With this modifioation1 Deni that we talked 
about; that is, that t he do lara will be 
ava ilable to you throughout the year, per 
month, but it may be neoessary for us to make 
some arrangement b7 Tirtue of our special 
laws that - with which we would han to 
oCDplete the arrangement b7 the end of June. 
However, so far as Argentine h concerned, 
it will be spaced onr a 12- months' period, 
because all our figures and all our examina­
tions that we had talked about were for a 
1earl7 period, so that we would have to fix 
l t on our books for a aix 1110nths' period, but 
10 far as the arrangements with Argentina --

• • 
\Ve would ·han to make e011e arrangement& in 
June, that ia what I meant • 

• 
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Prebisoh: 
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Bell: 
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I t may not be necessary, but if it is neces­
sary, the arrangements would have to be made 
in June . 

And af ter this time has elapsed, r.e have to 
pay in the gold that we meke - may put as a 
reserve? 

\'!ell, there were several po3sibilities r.hich 
we haven't discussed and those u-e so:ne of 
the thin~;s \thich we want to discuss and that 
is that there is no specific time limit . I 
thought that we r.ould purchase the Argentine 
pesos as mutually sati&factory at that rate, 
depending upon what the circumstances are at 
the time, end if, for example, you export 
more than you anticipate at the moment, if 
business booms, then you v1on' t need as meny 
dollars and there would be less purchased 
during those current months . If you need 
more, there would be more, providing it was 
within that sort of average rllte , But the 
arrangement would probably be that you would 
agree to repurchase those pesos at the price 
we pay whenever it is requested of you wit h 
some reasonable notice, r.ith the understanding, 
I take it, that if things go along nicely, 
as we both expect, there won ' t be any such 
request . 

J!ow, nhen it comes to the end of the year 
I think the situation - or sometime before 
the end of the year - would be reexamined. 
I take it that that h --

l'.hich year? 

'41. 

Several months before the end of ' 41, I take 
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H.1!.Jr: 

Prebisoh: 

H.li. Jr: 

!!ell: 

Prebi soh: 

H,A!, Jr: 

Pi erson: 

\':bite: 

Prebhoh: 

- 14 -

it that you will want to reexamine the situ­
at ion from the oircumstanoes then prevailing, 

You want t o make pl ain that our authority 
expir es June 30, ' 41 but we can commit 
ourselves t o the fuli amount , Vie are able 
to commit oursel ves , 

And to --

That wouldn' t mean you \'lould have t o repay 
i t . They nill explain i t to you f urther , 
We can have t hat amount outstanding. 

That amount can be outstanding even after 
June 30. There is no limit on that . 

Yes , 

As a matter of fact , your (Pierson ' s) bank 
authorit y expi r es June 30, doesn' t it? 

No, we have ext ended it to June 30, ' 47. 

You see, Mr . Prebi sch that \'lould be in 
t he nature of a stabi i i zati on operation as 
distinct froo a loan. That is, as we acquire 
pesos with mutual agreement as t o the amount, 
then we have on deposit pesos . The~ the 
other end of the operation, the conversion 
of pesos to dollars, mi£ht take place at 
any t ime ther eafter i f £he conditions were 
suitable, but that woul d be dependent enti rely 
on t he c1rcumat ances . But the way we were 
thinking about i t i s that we would probably 
~ive you some notice, al though we don' t an­
t ioipate the kind of conditions t hat would 
require that i n t he near future . 

Can I ask how thh operation would work in 
our present circumstances? For instance, 

• 

• 
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·:.hi te: 

l! .l!. Jr : 

- 15 -

now vte know that 1"19 have a deficit of 
160 million dollars in our balance of pay­
ments for 1941. A part of this deficit is 
going to be covered by the loan oade by the 
Imnort-Export Bank to the amount of GO 
mihion dollars. Our part rtoul d be elimino. ted 
by drastic import restrictions . The other 
cay be covered by gold exports of our reserves 
and by thls stabilization operation. Ilo~t, 

according to the figuresi we may be quite 
dure that at the end of 941 in order to 
pay that amount it would be necessarr to 
pay in gold, because we cannot expect for 
next year any increase of our exports in 
substantial amount so as to pay for the 
50 million dollar advance . Then in that case 
is it possible to make a new operation or 
would it be necessary to take the 50 milli on 
dollars of gold that we would have put aside 
in order to pay f or this advance? 

\,ell, I take it that , as the Secretary has 
indicated, that 50 million might be a re­
volving fund . If that i s \Ohat you are 
speakine about, that 50 million - if you 
are speakin& about the circumstances that 
would prevail at t he end of the year as to 
your future needs, I take it that i s sane­
thing you would discuss some time in the 
summer. That is what your idea was, that 
that 50 million micht be revol vine if the 
circucstances were satisfactory? 

You see, the thing vte are t rying to do here, 
the fundamental thing, I told tho newspaper 
men - they asked me about this thing - I 
said, "All the contracts in the r.orld aren't 
worth the paper tney are written on if there 
is not gooa will and .faith bet\teen the two 
governments. " !loTI, we have faith in you. 
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Bell: 

H.1!.Jr: 

Prebisch: 

H.U. Jr : 

Prebisch: 

H.JI.:, Jl': 

~lhi te : 

B. l.!, Jr: 

- 16 -

We want - the good will is there and I know 
we have to have so:nothing in writing, but I 
~ould much rather have the ~ord of you two 
gentlemen than all tho cont racts in the worl d

1 
because no sooner than the ink is dry it i sn't 
worth the pa~er it is written on if there 
isn't good Wlll and confidence between the 
two governments, and that is what I told 
these newspaper men. 

!low, what I would suggest - because I think 
if - I don ' t know whether the Ambassador 
wants it, that is up to him, but if we could 
adjourn and you could go into Mr . Bell's 
room. Are you available? 

Yes , 

And I think you gentlet1en can just get dol'1!l 
to business and when it get& dovm to some­
thing that needs my consultation or some­
thint, !Jr. Bell and Dr. \'ihite and theee 
others are ready to go, as we say, full speed 
ahead. 

All right. 

So it is just a question of how fast you can 
work. 

\"le are prepared to begin our l:ork. 

They are prepared to, so I think i f they could 
adjourn --

Well, Yle will first take up these atabilba­
tion operations and then we will need addi­
tional time for the aecuri ty matter • 

.Jell, I think you might - I forgot about lt. .. 
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Boll: 

H.J.!. Jr: 

Bell: 

l!. ll. Jr : 

Bell : 

H.l!. Jr: 

Bell: 

H.l.!. Jr: 

- 17 -

It is an oversight on ~ part. I think you 
might call up Mr. Eccles and ask him t o 
send Dr . Goldenweiser over and he can sit 
in. Then they know what is eoing on. 

I went over the two matters now before us 
rd th him last night and he 1s not much in­
clined to sit in on all of them but only 
be consulted at such times as the operation 
would increase bank reserves or something 
of that kind. He is not inclined to go as 
far as the Chairman nould, 

He doesn't want to sit in? 

He will if we want him to and he is perfectly 
willing t o sit in, but he doesn't thi nk they 
are interested except when the operation 
actually affects bank reserves . 

Does the Chairman know that? VIe will t alk 
about it. 

I don't think so . Probably not. 

But it is not necessary to be.ve him come · in? 

llo . 1::e can keep him e.dvi sed. 

All right . 

Well, I think if you can go in with l:r. Bell, 
who is just acr oss the way, and then I will 
see you again as soon as it is necessary • 

• . ' 

• • 

• 

• 
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THE UNDER SECAETAAYO~THit TACASUAY 

WAAHtNOTON 

Decoaber 5, 194o 

SUbject: Conference with the Arsenttne repreaentAtivea 

~•• preoent were: Ambaaoador !opil, Dr. Probiocb , and 
Wr. Grwob&cb r epreoenting Argentina: Wr. Pierooc r•prcoenticg tho 
!xpo•t-laport Bank; Kr. Collado acd Wr . ll&'rndal roprooent ing t ho 
Stste Dopart aect; Dr. 'lb1 te, Kr. Cochran, and ...-aol! reprooontlng 
the '!rtn-"W"Y• 

!hie conference was a continuation of the conference ln the 
S• cretary•t office, at which, in a central •av. we went o•er the pro­
pooed Stabili•ation lUnd operation with tho Arcontica Central Bank. I 
asked Dr. lhito it he would explain to tho Argontin• reprooentatlvet 
t he nature or our previouo tranaacti ona in t ho Stabililation Pund 
acd point out bow thio transaction diffora &nd tho reaeon for oome 
of our requirement,. 

Dr, White aald that the agreemento th~t we had ~do with other 
central banka have been for the purchase of their currency over a 
certain period with full oeeur ity of sold pledged and hold in the 
Podoral Rteerve Bank o! llew York. Thh propooed tranoactlon w1 th 
Argentina would be or the oame general character; namol7, that the 
Seerot ar)' would aueo to purehaso not to exceed $5(),000,000 ot Argentino 
poooo during t he calendar '/Ott.:r 1941 at a rate of not to uceed a 
certain nuaber or peooo a ,.nth. Be called att ention to t he tact t hat 
tho authority under t ho Gold Baaeroe Act !or oporationa in the Stablli&a­
tlon Pund expires on June JO, 1941, and that wbUo the Treasury could 
no t continue to operate after that Ute , we co·\&14, before 1 te expiration, 
make tho dollart anil~t.ble in ouch tor• that they could be uoed 1>¥ 
ArgonUna after June JO, 1941, Re aloo oald t hat tho dollaro ad•ancod 
b)' thio GoYernmont tor t he purehaoe of Ar,ontino peoot could be uaed 
aa a revolvin~ fund during the period of operation. 

Ho told the Argentine repreaentati'rtl that it had boon a definite 
policy that becauao of the nature of our law and the type of traneac­
tiono which we are authori•ed to carrt on under the Stabilization 
lund authori ty, 1t no neceooary for ut to re<1ulro tho Control Bank 
to enter into an llgl'oe•ent to repurchue t ho currency acqUired 1>¥ 
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tho Stabilisation Fund at Bn1 tlae the Socrot .ry of the ~roac~J algbt 
requeet , with , of cour~e, a reasonable notice in advance . ne also tol d 
theJD t hnt thh arrangeae~t '11'1 t h t ho Cent r&l Bank ohould be guo.rantood 
In all of It• ft•pecto by th-. Gover nnont. Dr. White aloo told thoa that 
t he rAto • t which the pesos were to be purchAsed ohoul~ b• tho subJec t 
of fW"ther dl•cuo•lon and t hat t ho petoo so ••cqu.lrod ohould be r epurchased 
• t tho orn• r ate. The peeoo eo purc~a•td by the Fund woul d be dopool t ed 
to our c redi t ~lth the Central Ban~ of Ar6ent1ne and t he Central Bank 
"hould 64r' e t o Pt.IY the Tre~tsury 1! per cent per annW'!l on !IIUCh bal ance 11, 
this beins * of l per cent above t he dhrount rate of the Fetloral Rooervo 
3&nk or liew York. The repres~ntativcu tro:c Argentina. w~re also told 
thnt thl • arrange~ont could be made for the calendar year 1941 an~ that 
befor e t he tnd o! the calendar your , certainly early In tho fall , we 
•bould reexa.l no t he whole •l~uotlon with n •~w t o either oxt ondin~ tbe 
&rrM~Fe:-.,nt. t or another year , at wl-.lleh Uue , and l n wbtch e.u-e , the r G.te 
of lnt•roet for the second year could b• eat~bll,hed, or requ•atl ~g 
r ep,..LrcM•e or tho peso11 ~o acqulr•d. 

We 3leo told the representRtiv ea t~~t we tully appreciat~d the rea.ona 
for not wMt1n~ to pl~e eold for the 1)8101 purchased , and we wondered 
If the oMe thing could not be 'ccomplhhed by hi\Ylng an ln~oM<al under­
otandlns th~t t ho Central Eank of Arsentlna would keep on depo•lt ~lth 
the Federal Ree •rve Bank of Uew Yor k under •ftrmsrk unencumbered gold In 
an >count of approximately 10 per cent I n exceoa o! the dollars advanced 
for t he purchn~e of Argentine posoo. Thlo would not be a direct pl•dgo , 
but If condl tiona r adlc.Uly chanf!ed I n Art~ontlnn nnd ano t h•r erour cace 
Into powor , the Stnblll tatlon Fund ~ould be protected ae•l not loss. We 
wore tiJt worried about the preeo:~t ~•ernmcnt or the present outlook , 
but conditione over th~ " or ld are chant~l ng t o f81t t hat "" "oul d lllce to 
have aer o t~An Ju•t ~. usual protec tion through a govorn~ent guarantee. 

Dr. Prebltch oaid t hat he appr eciated our poo!tlon but they would 
cuch prefer t, have t hi s s trlctl1 on a government to governoe!lt l-ns1~ r..nl\ 
I t t hll t;O•errment Is willi ng , ao t he Secrt tlU'Y had l ndieat ed , to t ruat 
tho Argent ine ~•ernnent, be would llk~ t o lea•• out any quoot lone eon­
cernln« their gold r e•erYs. I &Lked hln If ho would pref e r to ~~·• t he 
arr&ft!Mttnt co to the total re'\•rTe : for l natance , we could agree t hat 
whenever the to tal Argentine gold r ea•rvo tell below A certain point, t8¥ 
3250.0?0,000, • • could t hen r eexaalne t ht a!tu~tlon an~ deteraine where 
"" 1hould t>O !ro~t that point. Dr. Prebllcb •aid t hat In his l:11r.d t bit 1t 
In effect t he o81lo a• ths former ouueotlon. Rt u ld that any ..-ran~:e­
mont mAde with t he United Sta teo, tither for~ or lnfor~al, muot be 
publ! thod an4 If It 1• tbown thet th oro It ~moral pledge of MY of 
thtl r t;Old re serve, he feel• that It le solng t o do much harm to Argentine. 
Re fttlt quito otrongly that thl• government .utt truot the Argentine 
sovornoent In thlo matter and l ook to Ito p••t debt record for It• 
ucurity. 

• 
• • 
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then aakod u to what he conteaplatod u a -tter of poltey u 
to the uount of gold which would lle kept on earwark In lew York 
over the next year or eo, ho ropl lod that ho could Mt concolvo ot 
an:J ro&oon wh)' tho preaent pollc:r of keepln& a au1latant1ol uount of 
gold 1n lla• Torlc would be e~od and 1f 1t were neceuary In the cour .. 
of the next tow .ontho to oullttantlolly reduce the gold now under 
earmMk , he would 1-edlately replonloh 1t by th1pplnt; other gold froe 
Atgont1na and In all probability he would th1p •••n •ore t;Old to 
lnd!ccte to tho United Stateo that hlo t;O•ernment wao not coneernwd 
about ketplll« a l art;e part ot tho1r t;Old rote"• under t l\tll&rk In thlo 
country. 

We told Dr. Preb1och that that wao a ~tter •• would like to ha•e 
hi:o think about and "" "''uld dlseuoa H a t a l"hr eoatlnt;, which wu 
f!xwd for 7r!da,y, Dece•ber 6, a~ 11:30 A. 11 • 

. . ... 
' .. .. 

• 

• 
~ .. 

.. 
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TREASURY DEPARTMENT 
68 

TO 

INT.R-OI"FICE COI04UNICA'T10N 

OAT" Dec-.... S, 1940, 

llr. 'lhlte 

llr. Coe 

Pree•ta IIMare. Prebiach aDd llrubeeh (.lzo&..,tiu), 
lreaare. PiereOD m4 Cle.Jtoe (bport.-lllport l!&llk), 
llr. llaftdahl (Stete) aDd llr • Coe ( Tret.nr7). 

Propo!td LotR 

llr. PieraOD propoetd that the prw~..,t 120 111llioo ortdit be ext1Dpi.lhtd 
and a new ortdit of 160 pillion be extendtd. Ol t.II1AI $5 111llioo coald be drlnrD 
11011~ for tbe ~ tor&ln IIODtbs, lfaturitJ would be aix 7...,• U<>rtisat.ion 
wculd beciD ad&bte• """"- after the tint .....U....t (111ddla o! 1942) 81111 in.­
tar•t ud. ...,rtisation would be p&i4 ·~· Iatgwt to b! 4$. 

Attar cli.eaua1., a aacODd -t1na wu arrqtd tor tlmradq at 2a30 to 
enable ArsantiJia to look at the TreUUJ7 tar.. before tbe t1na1 dao1a1- were 
uda, 

Dr, Prabiaoh tbou.Pt tbet tile 1ntareat rate of Jl, wu too h1&ho Be -
pl•lotd he Uloqllt .&rc-tin& -.1M_, at u;r rate, bat tbat tbe7 bed­
boptd tor :Ill. Doe probob111t;r •t tba 1ntareat rote ca tbe frouv.r7 Steb11J,. 
aaticm oporaU.. woul.cl bo J- -ala to aka tbe -ell -ap lAor wu -
t1caocl to Ida. 

Dr. Prab1Mll a&id tbat dorati- wu tba - t u.portaat upoct. Jla _. 
d1aoppo1nttd 1a tile e1_,...r •wnv aDd a&U be teared t11e -u ~· 
($1.0 - 111111111-) ~ oauo tMa cl1tt1oaltioe wld.ch be would prator to 
a'OOid, 

'. 
ArceM• Ali' • "-

• • 

!be a1n .&rc-t1D~ ..,..._t 1a t.bat. a ll1ch 1Dtaroet rate IIIIi ·• ahort.-tona 
loan wm l.ook Mol 1D .&rltatiba IIIIi w1ll clotM\ the ob3oot wld.ch 1a bo1Jic eoapt, 
~ a - pbue 1a 'Did.ted Sta~ relau-. 

• 
• 
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Reeeareh 

69 

llesara . Pieraoa and Cl.qton e.phasisea tb&t tb& Bzport-Iaport B8Dk had 
to pay~ tor ita IIOD8J ....S tbat it wwld be o.barraaeinc to charge ditterent 
interest ratee to ditterent COWltrios. Tbe)' eaid 6 7e&r8 wu the l oac .. t 
lo&ll the)' had )'et ud.e. 

lliscel J •neou.a 

Importa - llr. Prebieoh oorroborat.eG the Ar&entine deeire to r estric t is­
porta to $300 lllillion. (Tbie will involve a ~~ reducti on in the iaoporta traa 
the United States ot autoll<>bllee and qricultural aaohiner)') . llr. Pierson hoped 
that none of the l oana w<W.d be ueea to sti.ml.ate cooapetition with Alllerican 
enterpriess - he -.tioned parti.cularl)' oll. 

llr. Pierson said that tbe7 w<W.d uee c-.1&1 hank tllnda with tba RFC 
auarantae. 

Announcwnt 

Argentina would prefer tbet the public announe-nt of those 2 operation& 
should not 1~ streee on the tact that loane are beina ll&de, but abould atate 
that avail.able exchance tor euential illlporta 1e being lll&de poesible. The 
annOWle..,t will tlllph&eiee the pree .. t Operaticma u i ta. in a new proaraa 
ot Un1te6-Statea-.lr&ant1ne cooperation. 
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H.M.Jr: 

Operator : 

Robert 
Douanton: 

B. M.Jr: 

D: 

H.M.Jr: 

D: 

B.M.Jr: 

D: 

H. M.Jr: 

D: 

B.M,Jr : 

D: 

H. M.Jr : 

D: . 

Htllo, Bob? 

Jua t a second. 

Hello. 

Bob, thi t ie Benr7 talking. 

Yeah, I underatand 70u. 

Well, the etor7 ie t hit. 
aet 8aa fta7burn and l OSe 
Wa71 and Meana Coaaittee 

When? 

Lata t0da7. 

Wall 

What'• the etoJ'7? 

I waa planning to 
or the men tro• the 
late thie atternoon. 

Unleaa 7ou were oo•1ng back to t ovn and than 
it 70u were, I'd wait. 

No, I '• not ooaing baclt, I t I had knovn an7• 
thing about it I would ban bean glad to ha'ft 
ata7ed oyer. 

Well I didn't know an7thlng about 1t until 
toda7 a,eelt. It ' • i n oonnaot1on with our 
tinano1ng next wealt and 1 wanttd t o get aoae 
adYice ae to whether wa ahould get out a tax· 
tree iuue or an 111u1 which will be taxable. 
You •••' 

Bow'a that? 

I wanted to get ao•e ad'fiot that ahould we, -
the next tinano1nc wa do, thoul4 1t be tax-tret 
or ahould it be an iaaua wbioh will be taxable• 
and th11 utter onl7 oaaa up toda7 and I don t 
want to do aoeethinr whiob will Mite it •ora 
dittioult when I oo.e betore 7011 to get •7 
debt liait i noraaae. 

Well are 7011 101DC to b&Ye to 4eoide it r1Sht 
aoont 

• • 

70 
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B.M.Jr: 

1): 

H.M.Jr: 

1): 

H.M.Jr: 

1) : 

H.M.Jr: 

D: 

H. M.Jr: 

D: 

H.M.Jrl 

1): 

- 2 -

Well , I'•e got to deo1de 1t between now and 
Monda)'. 

Well, I'm eorr7 I lett up there. Vh7 MoCor.aok 
1e there and Cooper. I euppoee John 1e there -
John MoCor.aok and I euppoee Cooper 1e there 
and Pat Rarrieon, I reokon, and Senator George -
Senator Rarrieon and Senator George. 

Yeah. Well, I didn't want to do an)'thing Without 
tiret talking to )'au. 

Well, that '• •err kind. I appreciate that but 
I don't know enough about it Juet on long 
dietance this wa7 t o otter an opinion that I 
would coneider worth an,Jthi ng -.;reelt. 

Well, I wae going up t o eee the Speaker. I .. 
going to do it up there. I don't know whether 
there will be an7 publioit7 or not, but rou 
know how 1t ie , and we onl7 aet reeter4aJ with 
the Federal Reeer•e Board and there wae eo auoh 
41tterenoe ot opinion and I don't want to do 
eometh1ng eo that when I ooae up betore rou next 
month it will &ake lite that auoh aore ditt1oult. 

Well, woul4n ' t it be a little unueual to 4D 
that unleae there wae eoae legielat1on, in taot , 
7ou'•e been ieeuing thea all tax tree ha•en't 
JOU? fhe7'•e all been 10ld tree ot taxee. 

Yee, but JOU ga•e ae the riibt to iaeue ~ billion 
ot tax detenee notee • • ••• 

Yeah. 

. . .. . . 
Yeah, 

whioh paJ no taxea • 

that'• wbat I thought. 

And I oan aleo ieeue eoae long-tera bond• which 
are partl7 tax exeapt and I Juet don't know, 
an4 I wanted a little a4Yioe. 

Well, it JOu oan't take oare ot it with a 
abort tera obligation ot 10ae kiD4 an4 JOU all 
get together, wbJ Juet go ahead and ue 7our 
OWD Ju4pent about 1t. 1'4 rather haYI JOur 
opinion about that tbaD 111ne ~· 
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D: 

R.M.Jr: 

D: 

H. K. Jr: 

D: 

H.M.Jr: 

D: 

R.M . ~r ; 

D: 

R.M.Jr: 

- ) -
Well, I Juet ..... 
That'• not purel7 a .. tter of taxee, 7ou know. 

Yeah1 but I Juat wanted to talk to 7ou. I 
dido t want to talk to a07bod7 on the Hill 
until I cleared it with JOU. 

Well, I appreciate that ••rJ auoh. But 
whateYer JOU folkl that JOU think wilt tO oall 
into conference about it decide to do, wb7 
I'll atand b7 70u, wbateYer it ia. 

Well, that' • all I want. I Juat want to know 
that 7ou're beh1nd ae. 

VbateYer JOU and the Speaker and John McCoraack 
and otheJSJOU want to oall in deoide - 1 f JOU 
want to oall in aoae aeabera of the Pinanoe 
Co .. lttee - whoe•er JOU want to oall. 

Well, I'U oall up S.. Ra7burn and I'll au h1a 
to arrange the aeetinc. 

All right. Ie that all? 

That'. all. 

Well, thank 7ou. Good-b7e. 

Good-bye. 

• 
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R.M.Jr: 

Operator: 

H.M.Jr: 

Opr: 

H.M.Jr: 

Opr : 

H. M.Jr: 

Opr : 

H.M.Jr : 

Mr. Wr1sM: 

H. M.Jr: 

W: 

B.M.Jr: 

II: 

R.N.Jr: 

W: 

H.M.Jr : 

W: 

Bello. 

Speaker lla7burn 1a pr .. 14.1ns. 

Be'• pret14.1ns. Well, wbo'e 1n b1• ott1oet 

You ••an ln the Speaker'• ottloe or ln b1e 
own ottloe. 

In the Speaker'• ott1oe. 

All rlght. (Pauee). Mr. Wr1~t . 

Let •• talk to ~. 

Oo ahead. 

Bello. 

Mr. 8eoret&J'7. 

Yea. 

Thl• le 'fed Wrlsht tpealt1111· Mr. Ra7burn le 
oYer - the Bouee le etlll ln eeee1on. 

73 

Well, that'• all rlcht. Now, I wonder lt 70u 
ooald do •• a little faYort 

lee, elr. 

I wae t&l.kln& thlt .ornlq wlth Jere Cooper 
about oomnc up on the 8111 and c1Ylll4f a 
11 Ule 1nto...al. t&l.k wl th eo•• of the bo71 on 
one ot ~ fina~~olq probl .. e and he •• t&lklnc 
With tha Speaker and the 8ptalttr ng .. ttd Wt 
bold 1t ln hll offloe u -· ,0. 

'fba t • • tow' 
'foda7. low, oou14 JOU c•t 1n touoh wlth the 
lp.aker and Jere Oeoper and t1z lt upt 

I tun Will. Mr. lla7'11urm - he 1 e COlli& boat 
thle aftei'MOn. 

• 

./ 

• 
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R. M.Jr: 

"' H.M.Jr: 

W: 

H. M.Jr: 

W: 

H.M.Jr : 

If : 

R.M.Jr: 

If: 

B.M.Jr: 

If: 

H.M. Jr : 

II: 

B.M.Jr : 

1 : 

B. II.Jr: 

If : 

- 2 -

I oan be there at ~:15 1t the7 want •e. 

4:15' 

Yeah. I under.tood that the Speaker d1Cin' t 
want it until ~: 30 but I can ba there at 4:30 ..... 
Well, I'll arrange it t or 4:'0 and then it 
there ie anJ ohange, vbJ I'll oall JOU. 

Yeah. Mow Juet one little thing- it there ie 
an7 publ1oitJ on it, eee, t or God'• eake 117 
it wae done atter we coneultld Obair.an Dougbton. 

Yeah. 

I Jutt got through talking with Dough ton and 
he knowe about it and it 'e all right. But it 
there il going to be anJth1ng, plea11, pleaee 
117 that we did 1t atter talking with Doughten. 

Oh, I eure will. 
I 

I won t let anJth1ng out. 

I •ean to bring Doughten'• n .. e into it it there 
il aftJ publioitJ. 

Well, now, that'• tbe onlJ two ••••• 

Ko, ae I underetand it, Mr. Cooper 11 goiq to 
lla•e all the o .. ocratio •••bere ot Wa71 an4 
Mean• there. 

Oh, I eee. 

Seet 

Un-huh. All risht, Mr. BeoretarJ. 

All the O..ooratic ... bere ot WaJ• and Meane 
wbD ue 1n tow. 

~l r1pt, Mr. Seoret&J'J, I eure will. 

I ' ll leaYe 1t in J01ll' handet 

!bat'• ript. 

• 

• 
• • 
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.. 

B, II. Jr: 

If : 

B,M.Jr: 

W: 

- 3 

An4 JOU'll oontaot Cooper aleo. 

Ye•, •1r. lure w111. 

'ftlank JOU, 

Ooo4-bJe. 

• 
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.. 

K.M.Jr: 

Operator: 

iugene 
DutUtld: 

H.M.Jr: 

P: 

K.M.Jr: 

D: 

H.M.Jr: 

P: 

H.M.Jr: 

D: 

K.M.Jr: 

D: 

H.M.Jr: 

p: 

H.M,Jr: 

P: 

H. M.Jr: 

P: 

H.M.Jr: 

P: 

Hello. 

Dlltf1tld. 

Bello. 

Deoe•ber 5, 1940 
2:51 P·•· 

1 hear tbia ia JOur bua7 daJ. 

Gee, th1a baa been a terrible one. 

Good. 

I thought I'd oome OTt!' if I oould late th1a 
afternoon after 4 o'clock if not to•orrov 
•orning. 

Well, •1 trouble 1a that I baTe - I'• eol1d 
ri&M tl:lrouah nov. 

I •••• the reat of the daJ. 

Yeab. Are JOU alone? 

No, I'• not - that'• the trouble. 

I •••· 

Aa I told Mao 7ou're not loeing an7th1ng b7 
th1e delq, I oan aaeure JOU. (Laugba) . 

I don't know what that •eane. 

That ••an• I'• leaning ••••• 

LeaTingt 

x .. h . 

LeaT1nl .. ... 
Your vq, 

Leaning. 

Ieu, lt¥111C· 

. ' 
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R.M.Jr: 

D: 

R.M.Jrl 

Dl 

R.M.Jr: 

D: 

H. M.Jr: 

D: 

R.M.Jr : 

D: 

R.M. Jr l 

o: 

I 

- 2 -

Yeah. 

Well, lean a li,,le hea•ier. 

(LaiiC}Ie). 0, I. 

Well, DOW 4o fOil ftft' '0 u..lte aft appolfttaeD' 
tor 'oaorrow betore I ae' all booke4. 

Yee, I'd like , o. Anf'l•e f Oil .., 'o.orrow. 

Well, wbJ DO' 11,1 8 .. f - Will f OU be ln town 
b7 10 o' olookt 

Yeah. Pine. 

I'll pu' fOU down t or 10 o'clock. 

o. 1. I'll be 'here. 

' I 

• . , 

• 

• 

... 

.. 

• 

• 

' . 
• 

• 
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H.X.Jr: 

H.M. Jr: 

R: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H. M,Jr: 

H: 

H.N.Jr: 

B: 

B.II. Jr: 

B: 

B.II,Jrt 

B: 

B.II.Jrt 

II: 

B.M.Jr: , 

Bello. 

Bello, Benrr. 

Bello, Pat. 

Bow are rou, 11r. 

II tb11 Pat Rarr11ont 

Yeah. 

Bow are rout 

I Jult sot 

Deo•ller 5, 1,-o 
, 102 p.a. 

Yeah. Pat, I felt - we 1Ye sot to do eoae 
f1aano1nc next week, 11e, and I 'a kind of 1n 
a quandaJ'f and I don't want to lUke a aon wbiob 
wUl ~e 1t aore d1ff1oul t for ae to get ar 
debt 1181 t or on OIIJ' tax ezeapt, and I wondere4 
1f I oouldn't ooae up toaorrow and 1ee 1oae of 
tbe Senator• an4 Ju•t talk 1t o••r a ll1t . 

¥111, wb1n 4o f OU want t o Ill a1t 

Well, anr t1a• to.oi'I'OW afternoon. 

faorrow afternoon. Vbo 4o 10\1 111a11t ae t o baYe 
blr1t 

Y011 l&f the plao•. 

hbt 

Y011- 1t. 
• 

~l D 1011 wat ae to ban -e other t1Uow1 

r..aa. 
Ub-bllb. ' I 4oa't tnow wbo'• laiN-
11 .... •• left Ulil 801'Dlllf • 

• I-· 

• 
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H.M.Jr: 

II: 

II ,M,Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jrl 

B: 

B. M.Jr : 

B: 

B. M.Jr: 

B: 

B.M.Jr: 

B: 

II . IC.Jrl 

B.II.Jr: 

- 2-

ot OOUrll I 0&D &et aQ1 Of tbele fellOWe tbat 
ue 1D tOYD. But I'd l'tltbll' t1n4 - augen 1lbo 
JOU tb1111t. 

Well, &nJ or Jour aeabera. Wou14 JOU b&Ye 
Republioana there or not. 

Well, I don't th1111t 10. 

I 414ft It 
in town. 
there if 

either. Well, wbateYer Dt.oorate al'l 
I'd Juat •• lean han Bari'J BJN 

ha 1 e there. 

Well, we oan haYe - prenJ goo4 idea to baYe b1a 
bere. I'll ••• it he'• in town. llot a&nJ or 
Chell tellowa ue bel'l. Alben BarkleJ ia out 
ot town, an4 JOU Jun want two or tbr11t 

Xeah. I'll leaYe it with J OU, I ann, wbatner 
JOil tbilllt, 

What Uae 11 NUataotoi'J' 

Well, 4 O'alook - 11 that too late' 

Well, IDJtiae JOU IIJ Will be all right. 

Well; 11 that a good t1ae on the 11111' 

1D1J I tb1111t H would be about •• cood aa &nJ. 

Well, euppoa1q we 117 in JOur Clttioe. 

Xlah, I th1Ak that ia better. 

Your ottJ.oa 4 o 1 olook. 

Y.U. 

0. I. I 1a eedn& 10M of tbe fellOWI OD tha lo••• a14e tb11 atterDIOD. 

Yaah, all ript, BeDI'J· 1aJ 4 o'olook. 

I'll be at JOur ott1oe at' 4 o'olook unle11 I 
h•r to the oont:raJ'7. 

All l'ipt, ••1'7· 
lllaU ,_. 
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Hon. H. U. Uorgenthau, Jr., 
Secretar'; of the Treasury, 
•asbington, D. c. 

Dear llr . Secntar:v: 

110-1. ""'-A-ft 

OCAtlteOt~tN,MICHIOAN 

In answer to your l et ter of 
Decombor 3rd, 1940, requesting certain 
inform.ntion relating to airplane engino 
production and orders , I have directed 
our Audi tin& Dep<:rtment to send tho ln­
formlltion you desire to !Jr. G. C. IInne , 
Director of Research and Stutistics. 

Yours very truly, 

L .... <-er-~ 
President 

l:BF: C 

• 
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Deco=ber 5, 1940. 

J.ll:.'l.fORAIID!J!,! 

TO : Secretary llorgenthau mJ!J 
FRO.:: L:r. Gaston ~ 

Tt>e n!'X>r andum '11hieh I showed ;you ;yesterday 1n re&ard 

81 

to a J:'\llliOred secret Shil""'nt to ItalJ' .rro.. the Oni ted States, 
b;y w~ or Brazil , or a steel hardeninc elerA~nt which cs:t be 
titanium, is a paraphrase or a code ~>eaaace fl"Om the !laval 
Attache 1n Rom. 1'i'e hava asked t:av&l Intellicence to trt to 
get us b'/ cable to RoJ:".e all pooaible do taUs , includin<; source 
or 1nfonr.at1on. 

We have also given instructions tbrougll Customs to check 
most c!ll"<lfull;y all shipments to South Ar.lerica, especially b;y 
air ! rom lliami and Brol'll1sv1lle , and to check back on the report 
r eceived yosterd~ thnt boxes of tungsten rods and discs un­
licensed wont by steamship to Buenos Aires by air to Recite 
and thence by the Italian Lati Air Transport Service to Rome. 

• 
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TREASURY DEPARTMENT 

INTER-OI'l'ICa COIIOoiUNICATION 

"'""December 5, 194o. 

TO 

Mr. Baa , 

8\lbJ lOti 

Seor•:parr r 111~ 

rinan 

Joe r ou brought out in the 41eou .. i oll thie aorning, it aeeae 
that (1) the aia ot not i .. uing a111 aore tu-exeapt aeourit1ee, 
pending Congre .. iollU leg1.elaUon on that aubJeot, and (2) the 
a1a of placing future debt ieau .. ae tar ae pouible in the 
banda of real .. Yere, each ot wh1oh ie deeirable in iteelt, aP­
parentlr oontliot UDder Pl'IBint oirouaetano... You a1gbt vhh 
to oonlider in th1e ooDDeotien the follOWing propoeal., which ie 
Yerr e1a1lar to a ~Uggeetioll which rou aade at the aeeting 
reatel'der. 'l'bie propoeal. ie ae t ollOYII 

(1) 'l'he retun41ng of the 1-1/2 peroent not .. 
and the r3/8 percent bonde be poetponed lllltU Karch, 
unle .. leg1elat1on raaoYing tax ex•pt1o11e troa 
future ieauee ot rederal, State and local eeouritiee 
can be obtained before that date; 

(2) 'fbe oath neOIBfl&l'1 in the aeantiae be 
ra1eed b7 the eale ot a one- rear !reaeurr note, 
••t1ollal l>eteue eeri... 'l'hh DOte would be aade 
•• tllll7 taxable ae 1e pera1 tte4 b7 preaent law -­
i.e., it would be eubJeot ae t o 1ntereet t o the 
Federal inooae tax, including both 110raal tu and 
llll'tax, but would be tull7 exeapt troa all Stat e 
and local taxation. 

rroa the point of Yiew ot tax ex•ption, the ~Uggeated 
oourae ot action oould lar the foundation tor a Tigoroue oaa­
paign on the eubJeot. It th1e oaapa1gn had not auooeeded b7 the 
tiae tor the Xaroh t1nano1ng, 1 t would probabl7 be po .. ible to 
refund the noue and bonc!a ~n aatur1ng into low-tera, par­
t1all7 taz..ex-.pt ieour1t1 .. without &dnru or1tl.o1•, ae 
Congreea WOuld haYe been giYen an aaple epportun1t7 to clear the 
V&J tor the 1etuanoe et .uGh eeour1t1ee ae tllll7 taxable. '1'hl 
~endeiiOf et the ICarela t1Jian01Jic a1pt 1D4ee4 be turned te pod 
adYantap a1 u arpa1nt ter pl'OilJit aot1on on the propoeal. tor 
the r•oyaJ, ot tax u~t1o••· !hie arpaeat would aot be good, 
howner, 1t the .&1n.ea 1u er oallable in x.aroll ha4 alreadJ 
beea ret'IUI&e4 u4 the 1en.e apeote4 to ~e retunde4 111 ll&rola 
fte DOt 41&& UUl, .J'Uae, 

• 

• 
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secretary Mor genthau - 2 

rroa the point ot view ot the bank depoait problem, the 
auggeeted oourae aight appear at tirat eight enti rely unaat1e­
taotory. It ia true that the proposed one-year freaeury note 
would be oh1etly abeorbed by the banka, and eo would r eault in 
a turther illcrease in bank depos1 te. 'l'h1a in i teelt ia unde­
eirable, but oould be rever .. d 1.n one year by retwl41~~g the 
notee upon their aaturity into lo~~g-tera tazable eeouritiea. 

Th1a, it aay be obJected, ia aerely to aay that the at­
teet ot the auggeeted oourae ot action on the volume ot bank 
deposita would not be too bad and oould be aoon reversed. 
From a broader point ot view, however, it aay be urged that 
the auggeated oourae ot aotion might be a more etteotive way 
ot dealing v1 th the bank depoai t problem than would be the 11-
euance ot long-term seourities without delay. Th1e ~s beoauee 
the eliaination ot ta.x.-exeaption proviaiona troa tuture 1eauee 
ot Trea sury aeouritiee would make tar aore teaaible than at 
present a drive to place aa large a proportion aa poeeible ot 
the increase ot the Federal debt 1.n the hande ot private in­
veetors. A t.-porary deviation troa the polioy ot issuing 
long.-tera aeour1t1ea, therefore, i t 1t helped the legialative 
proapecta ot the pr opoaal t or the raaoval ot tax exemptiona, 
might be aore etteotiva in the ultiaate aolution ot the bank 
deposit problem than would be the 1aeuance ot a long- term ee­
ourity at this tiae, it auoh i eeuanoe would materially i apair 
the legielat.ive pr oapeota ot the tax-exemption propoeal • 

• • 

• 
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THE: SECRI!:TARY 0~ THE INTI:RIOR 

WASH IN GTON 

••eaiNr .,. lHO. 

IC7 MaJ' IIJ', leoH\ar71 

I .. forvartlac to 7011. f or n.-...r -eturauoo 

1t ~ .. ru, a -.ouon ItT IIJ', IU.o ll:r of a plaa 

vb1ob etcb~ aul>lo ua ~o prortu Ore&\ lrUaia vl\b a 

1 ... ce ,... 1a cou rr .. cnar aQppq, 

lhcenl7 )'0111' I, 

#-. tt.e.<' ~ 

Boa. lellf7 ICorpaU.... Jr, , 
...... \ar7 at \llao troCAart, 
Y .. l111\oa, D, C, 

••• 

: 

• 
• 

• 

leoro\ar7 of \be Ia\orlar, 

,..._,.~ • ( (• ""' I • •*• .. .- • ·•-
f '1.1" ( t.' lJ. ! I 
~ I, .. •..i:if_.,, !j \ll.l"'n•.f 

• 

t {It~ 
t t • l -.,~ .... .. , 
' I ~~ f 
I 

~a~ 0 ' .- ~~ • ·-
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Ia .-.ctl• wUil a otllq of - Ml'Mh of 

\11.1 c..Ml .. "''~ .. - k ll .,., ... .,.. 

!HuV)' ~-\boll' .. " .... Mr . .. ,. J~, 

Dlrii\Or of " ""' a.oouw~~, " Cu da r.r o ;>~rW of 

"l'VI'..UO.klT Wo -a. It h l'lepM\I'I&llT rt~aoo\o& 

\111\ \Ill u.,an-\ at !1\a\e -"''" ao 'PI'MII'\lJ' .. 

paotl'lll e ...,.,,.. \1M J"ftJM\o& \rlp h ..... a'llle k 

... , ....... ~\- - ..... ,. _., .. wt\ll -· 

~~·· aut.• wtll 'Ill .. ,....ta\1&. 

r-.., .. v :t u.Jt. a 
.._....,. ef \M tno.w)' 

( l.ot ma1leJ here . Given t o Mr . lJc,c:er-Racs t o trans:llit ~o 
Kr. Wail ea , State Dept., CAnadian deok. He hAa f i le .) 

CC t o Mr. ThoMpson. 
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U N 0 C C U P 1 E D F R A N C E 

and the 

.UUtRlCAN ffilENDS SERVICE COWITTEE 

Neutral observers with long experience in relief 

"ork a.re in unanimous agreement that the unoccupied zone or 

France will be the moat critical area in Europe these next 

six months. A number or factors have contri buted to the 

real da.ngers or starvation. France as a national unit was 

nearly aelf- sutricient. The zone now "in occupation• is a 

productive agrloultural country, and includes i cportant in­

dustrial cities. All grain stores are in this zone, as are 

available supplies or meat and mllk. Unocoupi ed France, on 

the other hand, is primarily vineyard country. 

The present unoccupied zone has, 1n the mon ths 

since Way, ted a surplus population or more than 7,000,000 

refugees. At least a million of these homeless people still 

ret:lll ln and new thousands are arriving dallY from Alsace and 

Lorraine. Unoccupied France has aupported and continues to 

aupport homeless refugees, despite the tact that many fields 

were untilled because the men were 1n the armY and that the 

actual crop yield in 1940 w~a under normal . Supplies have, 

therefore, been depleted beyond safety. 

Peacetime economy has not been resumed, due to the 

lack or raw materials. Factoriea are i dle, ports empty, and 

men are being demob111zed rrca the army to unemploYllent. 
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- 2-

TR£ Ql.IAit.ER ORGANIZ~ION IN FRANCE: The Allier loan Fr1ende 

Sernoe Comm1 ttee haa 116 

representat ives 1n unoccupied France. FUll mnintenance of 

these workers 1s paid by our Committee, the average monthly 

allowance approximating $100 per person. A liat of t his 

personnel is attaohed hereto. 

THE TASK: Since Uay, when refugees troa Belgium, Rolland, 

and the northern departments of France sought 

haven in the South, the American Friends SerVice Committ ee 

has ma i ntained field otticea at Toulouse, Kontauban, Perpignan, 

Auoh, and more recently at Karee i lle. These emergency eer­

vices included t he purchase of beds, blanketa, medical 

equipment tor t he hostels tor women and children, and large­

scale feeding operations 1n all of these o1t1ea. 

Toulouse, where the largest relief service was main­

tained, ted 5, 000 a day i n a canteen, 1n addition to daily 

food dlatribut1ona to the nearby village• and distribut ion 

ot clothing and rood to 85,000 Belgian boys who, although . 

under military age, were subject to Belgian a1litary authori­

ty. The Toulouse aerv1cea were turther extended in mid-July 

to aasiet 1n the teed1ng ot a million refugees, who ~d 

started north and, because bridges were out and roads ~ 

paaaable, had been stopped at the line between the two zones. 

As t his country 18 extremely poor, with barely enough food 
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ror ita own population, emergency eervloe was essential. Ae 

1nd1oat1ve of t he eoope or the Toulouee eervlce, it may be 

stated that in one two-month peri od 600 t one or food were 

di str ibuted. 

The Yontauban service hae main t ained a canteen, 

reeding 1, 000 women and children two meals dally, and is al­

so direoting the work f or 1, 000 muti l ated men, who are not 

only be ing f ed and housed, but are also l earni ng new skill s 

and tr&des. A day nursery for 120 children 1a also maintained. 

The Perplgnan office, serving t hree departments in 

the South, has provided clothing, f ood, and medicines to some 

20 retugee hostels in the area, i n addition to a dry rood 

packet service, distributed in the cities or Uontpellier and 

Set e. Thia orrioe has oont i nued to l"lork i n t he concentra­

tion campa, and i s prov1d.1ng supplementary rood t or 1500 

S~anish chi l dren in campa, ae well &e school materials. A 

saall hospital has been built and equippe~ i n t he camp or 

Bram. Food, medicine, blankets, books, and oome clo thing 

have been d1etr1buted to all the concentra tion camps i n 

eouthern Franoe. 

In Auoh olothlng d1atr1butiona have been made to 

ohlldl·en and a canteen tor 500 women and ohlldl•en has been 

in operation. 

The Kareellle orrloe, 1n addition to directing 

91 

Regraded Uclassified



the field services, is the purchasing unit tor the entire 

Qua.lter rel1et service, and administers nine children' e 

colonies for 604 chi ldren. A refuge tor women and children 

haa been in operati on and a special reeding program tor i n­

rants and cohool children has been under taken. 

PURCHASE OF SUPPLIES: The American Friends Service Comnlttee 
I 

has since June attempted, as tar as 

possible, to do ita purchasing outside or France, in order 

not to deple te t he already low food stores or the country. 

Regular monthly shipments or three thousand oases or milk, 

five tons of cheese, and two tone of canned meat have oome 

from Switzerland. Oil and sardines have been purchased i n 

Portugal; dried fruits and some grain trom North Atrioa and 

from Grseoe and Bulgaria. Warm clothing and shoes, which 

are urgently needed, have been purchaeed in France, but it 

is 1norensi ngly dltflcult to make these purchases 1n any 

quantities. 

S2 
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URGENT NIED81 

Service 
Coat per Day 
per Peraon 

111lk tor 10,.000 need)' babiee in 
llareeille, Perpignan, and 
llontpell1er 

Supplemental teed1ngs tor 20, 000 aahool 
children by provision ot r1oe, 
ooooa, and milk 

Colony care t or 604 oh1ldren 1n 
Quaker houses scattered over 
southern rranoe 

Cere ot 1,000 mutilated aen 

Distr ibution ot children's clothing, 
warm olothee tor mothers , 
layette• tor newborn bab1ee 

Food paoket service to approx1mately 
67~ needy tamil1ea to permit 
mothers to oook at home 

Concent ration oamp viait1ng: tor 
olothing, medioines, provieion ot 
booka, toothbrushes, wood tor beda, 
and supplementary tood tor 1500 
oh1ldren 

Individual oaae work with retugeee 1 in 
trane1t, 1 including aome tempo~ 
ary help until they are able to 

. prooure tunda trom relatives over­
aeae. 

Personnel 

Tranemieeiona tor Mennonite Central 
Committee to support child reeding 
atat1one at ~rbere, Banyula, and 
Perpignan 

1ott 

2¢ 

25¢ 

21¢ 

tlOO per 
month 

• 
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latl.mated 
Konthlz Coat 

130,000 

12,000 

4,600 

6,~ 

1,000 

5,000 

8 , 000 

2,000 

5,600 

1,000 

• 

• 
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I 
DlVI DE11111 IN DDIOCRAC!: 'ro the worltera in the Quaker eernoe 

in J'ranoe, it he a been inoreaa1ngl~ 

evident that an Amer1oan rel1et organ1zat1on wh1oh tunotione 

at th1e oritioal t1me does more than give material aea1atanoe. 

I t 11 a hand ot tr1endahip, a ta1th 1n the ap1r1tual and 

de~ooratio value• ot Prance wh1oh, aa an e~reea1on or the 

goodwill or thie deaoorat1o nation, g1vee France renewed con­

t 1denoe i n the democratic •&r· 

• 
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PJ:RSOIIIL II PRAIOI 
(Ae revised November 5, 1~40) 

llaraeille 

29 Boulevard d' A~nee 

Howard 1 . Xeranner , Direotor , A.r. a .c. Relief Work 

Gertrude Xerehner 

Allan Bonnell, American 

BenJamin Ger ohenov1toh 

Dorothy Bonnell, Amer ioan 

Herbert Lagler, American 

W1ll1aa Frey, Swiea 

Dr. Bessie Strongman, Ameri­
can 

Burna Chalmers, American 

Josiah Marvel, Amerioan 

Una Wort1ahed, Iriah 

Wra. Caroline Hill, American 

IIlia BeoQ 

Kiea Kille•O&IIPI 

lire. Oavaillcn, French 

Albert, Urug11a7an 

Isabel !ieedhaa 

Edna Ramaa;rer 

Colony program, canteena 

ltattetioe and Accounting 

' Aaaiatant to Kr. Bonnell 

Publicity, aome i nter•1eaing 

Personal aaaiatant to H.I.X. , hal 
charge ot all peraite, ott1oial 
paper a. 

Refugee oaae work. 

In charge, rest home tor women 
and oh1ldren. 

Refugee oaae work. 

Refugee oaae work. 

Ottioe, negotiator and oontaot 
person in interview• with ottioiala. 

Inspection work 1n milk d1atri~tion . 

Ottioe worker 

Ott1oe worker 

Telephone Operator 

ob&utteur and general hanq aan. 

co1o111 director 

Uolo117 d1reotor 

PIRPIGIWI 

llar7 Elm", Irhh 

Rosa Po7, lpanhh 

dee Balearee 
D1reotr10e Perptcnao Ott1oe, 1A 
Clbarp ot work 10 DepuiMde ot 
PlJ"en"l Or1ental1el, Herault and An4e 

8ta,1oa .. 1a •oa'Pellier ·(~aui') 
'!'hr" llpani..,..tnoe wonera, one rrenoh aelletant; a,leo warehoaee 
•tatt. . 

Regraded Uclassified



personnel i n Fr4nce - 2-

TOULOUSE 

1 Pl ace St. Scarbea 

r.•lS& Holbek, Danish 

root van Oordt, Dutch 

iie.t'l'iet !.:arple, American 

AUce Resch, Norwegi an 

se.aphine Lieven, Latvian 

n •!ll"./ Wiens ) Aner1can 
Zrnest Bennett) Uennonites 
Antonio Gnrtner 

~P.dame Serr1e, French 

D1rectrice, Toulouse Offi ce 

Refugee ease work 

Vls1tln~ sut•t•ounding villages, re­
ported on need and d1atr1but1on. 

Nurse, assists with colony at La 
Rade, Refugee case work, and 1n 
char ge ot canteen. 

I nvestigations and general assistant 
to !Has Holbek, 

Direct warehouse, motor equlpcent 

Driver 

Assist ant and secretary to l.tlas 
Holbek. 

Ten or fifteen Spaniards complete the staff 1n Toulouse. 

M. et IJ1ae . Dubois, Li ve l n Toulouse office, belong to Servi ce 
Civil and collaborate wi t h A.F.s.c. 

MONTAUBAN 

Cel lnn Rot t de Neutville, Co-Directrice Wontauban 
American c1 ti-

t en, Fr ench born 

)avi d Blic~enstatt, American Co-Director case work. 

;.:1ss Rott is assisted by a number of Ft•enoh and Bpa:-~1sh people 
ln t~ls area. 

Donnld St evenson, Ameri can 

;.:adame de Seyller 

AUCH 

Director 

Co-Direotor 

BORDEAIJX 

4? Rue de Verg1naud 

Arthur O~;able, Ameri can 

aarbara Watki ns, Ameri can 

In charge occupied terri t ory. 

Aide to Arthur Gamble. 

• 
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Personnel in Franoe -3-

PARIS (!e) 

12 Rue ~ de la Groeee 

Henry Van Etten, Frenoh 

Warguerite Czarneok1 

Friends Centre 

Friends Centr e 

Relief Ottioe - 30 Rue de Gramont 

(No personnel) 

BI.ARRITZ 

28 Avenue Republique 

(Colony otr1oe only) 

9? 

.~ 

Regraded Uclassified
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Sccretnry of Stott , 

Washington. 

3960 , 5th. 

FOR TR":ASURY . 

PLAill 

London 

Dated Dcccmbc r s, 1940 

Rcc'd 2: 30p.m. 

Ont . ~his morning the press r eports or Sir Frederick 

Phillip' s ar rivc l r.trt coupled with Secrtt'~i Jesse Joncs' 

press contercncc rcfcrcnct to Brita in r s a good risk, with 

t he r cport tnd Ur . ~celts' dtnial or tht scheme for c 

lot.n cgo inst British Empire gold product i on, nnd with 

Stcrct r.ry Hull ' s prcss conference str.tcmtnt regnrding oid 

tor Britnin. All reports a lso mention Secreta ry 

lletgrratbou,fl· .outing with tight importnnt r.dministra tion 

members , the TillES \7nshington correspondcnt noting that 

"whenever this ~roup bas met before aomt announcement a bout 

a i d t o Brita in has followed" , while the S~ report sta tts: 

"Thrtt slmilnr m~ctings 1n recrnt months were t ech quickly 

followed by n lll(!jor step to nid Britein". 

The TillES rrpor.t ~.lao atrcaau tbnt "Sir Frederick 

Phillip ' s orrlv~ is tht rcnlly importrnt event . Mr. 

Morgcntbcu ond bE lcnow' e ru:h other well end thE 1r excbnngt 

• 
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- 2- 1~960 , December 5 , from London. 

or views r nd information on the British n£ed for dollnr 

exencnge is indispensable 1f the foundn t i on is to be 

l aid for fUture Am.trl cr..n notion. " The NEWS CHRONICLE 

comments as fol l ows: "The importr.net of tht v i sit i s 

sho1m by the f r.ct thnt whenever Anglo-Americr.n finr.ncc ncs 

come up for d1 scuss1on in recent yea rs it has bttn Sir 

Fr ederick ·~o hr. s ht r.dcd the British side . As Permanent 

99 

Secrt t Lr 7 he h~s for some yea rs been regarded as one of the 

most powerful. men at the Trcnsury. " 

Two . Asked in the House of Commons ~nether he is 

aot i efitd t~~t recent henvy exports of gol d from Lisbon 

t o the United Stc tes include no bullion seized by Germany 

from occupi ed countries, Dr:lton, Ministe r of Economic 

Wrrfr r c , replied: 

"A strict wc tch is being kept on r.ll shipments of 

gol d from Lisbon. If we hnd rc~son to believe that soy 

cooal gnment wcs Oeror.n property, I should not hesita te to 

t~t the~ccessnry acti on. If my honorable friend hr.s ~ 

1~ormaeJII~ 1n respect of rny shipment, perhaps he will be 
~ 

good e~au~ to communientc it to mt . " 

' A~ktd further whether he bed rny f nc111ties tor 

~scovtr\Ps whether the gold i s Ocrmnn he repl i ed : 
2 "\; ,._ 

"1'1£ hl-.vc more thnn one lint or communica t i on on thi s 

subj ect, e nd we nrc keeping oloec watch on it , nlthough it 

is difficult t o distingui sh ont bit of gold r r oo another. • 

TPC JOHIISON 

• Regraded Uclassified
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CJ TREASURY DEPARTMENT 100 

~ INTEit OI"'F''CI[ COMioiUNICA TlON 

~(~ 
SocreuJ Mors onth&U 

DA.. Dtcallor 5, 1C)IIo 

l!r. Co ell r 011 CONFIDENTIAL 
a.clotero~ otorlin& tranoact iono of tho r~rtiQC li&Dko wore ao followo: 

Sold t o CO.,...rei al COIICOfiiO 1.104,000 
l'lu'c:heood fro• co-rclal conoorno I. 12,000 

Opu lll&rltet oterl1ac -• cto~ at 4, 03-3/4. !l'ruoacUono of tho roportins 
b&Jl]co ven oo fo llowo : 

Sold t o co=ercial concorno I. 4, 000 
l'lu'chaoed fro• co,.,..rcial concerno I. 13,000 

!ho C011ad1~ dollar dioccunt narrowed to 12--15/16~, coll})ared vith ,eohJ'daT' • 

elooiD.S dhooWit of 13-l/8'f., 

In Tley l1~t trad1q, tho Ar~ntine f ree peoo adTanced froa , 2355 a t tho 

( '•nl•t to , 2362 at tho clo oe. 

Clooinc quotat i ono tor tho other currencioo voro : 

Svioo trenc 
Swodi oh krona 
Re 1 ell ...... k: 
Lira 
Brasilien ailroio ( f ree) 
Me:rlcu peoo 
O..'oon peao 

, 2)21 
.2385-l/2 
. 11()()5 
,0505 
. 0505 
. 2070 
5-9/1~ diocowot 

!ho JllOD. r at e rocoind fro• ~o.i thio acrD.iac wao f>l, ao a&&lnot 5-31/321 
TUttfda1, 

Vo purchaH d $1 ,000, 000 1D. 11>ld. troa tho oarao.rl<od account of tho Central 
Rouno ll....t of Peru, 

Bniac r ooaind. tho 'lroanrr'• authorUr Ulldor lloth tht Gold. lleoeno Act &d. 
i uQ>.tin Order llo, 8389 at -nded, tho Ptdor&l lleoeno B&D.k of low York offoctod 

"'• followinc trutfor of col~ i n ih Taulh to<U¥: 

c 
$564,000 froa ! , I,S, o.cco=t lo . 

UJICd.o• of Y-tl.arla , 
B.t.s. 

2 to tho acooWit of tho l aUoD.&l B&D.It of tho 
Gold. 1D. B, I. S, accoD.Ilt lo. 2 is owned l17 tho 

• 
• 
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- 2-

!!lUI Vlrl llO ..... 1014 l~llh repol'h4 to .... to<lq • 

.1. sold prico 01p.halolli to $33.79 wao rocohed. froa Boab.,. to4"1'. 'l'llh ,... 
2i blc!>•r tbOA tho qw>taUon of J:o,...bor 30. lil'rn 111 BOIIb"'' wu priced. at \he 
oqolnlont of 4) .1lll, repruqtiziC a doolillo ot l/SI olaoo loot Sat~. 

In Lo11don, a pri ce of 2Z..l5/l6d. wao f1:n4 tor both opct 0114 tol'Yal'4 dlnr 
W>cbll!Ctd troa 711tord&T 1 • qw>tat1o11.. 'l'llo dollar oquinlo11t of thh price h 41.~. 

BOA47 and l!aJ'aall'• oo\tl...,.t price tor torol.p aUnr wu u~d at )4-3/41. 
!be froaourr'• purd>uo prtco for foro1p o1lnr wao aloo Wl~d at 351. 

vo aado one purcbaoo of allnr .. ounU111 to 250. 000 O'Wicoa v.nder the SUnr 
i'ord>o•• J.et. '1'1111 roproooated a aalo froa 1a ..... tor7. 

A.~f? 
' C6NFIDENTIAL 

• 

• 
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102 
TREAS URY DEPARTMENT 

DATa 

llr. Oooi>Na fRICTLY CONFIDEN TIAL 
tba hUTal lluern lluk ot In York reporlet lhe tollow1Jic t-....cUou 1a 

Gt,.... aoeOUDh al.nt&1..e4 with the Obaee II&Uoll&l lluk, 

~.ooo 

5()0,000 

AecOWlt Deblte4 

Deutoche Golddlakontb&nk, 
:Berlin 

llelcbob&nk, :Berlin 

• 

Deutocbl Gol4d1oltontbonk, 
:Berlin 

Pall to 

IrYiDC ~at Oo. , I . T. , 
tor &eCOWlt of Oorlolllrlco 

Obaae Bolloaal !aDlt, I,J,, 
for accoUIIt ot Snulla 
llolldelob&lllton, Sloolmola 

Chloe IIUoMl klllc, I,J., 
tor accOWlt ot hl.oo kalt 
Corp., :tv lDh 

lrrlnc Truot Oo, , I . T. , 
for accOUIIt ot Vcoclb&r& 

Regraded Uclassified
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_ TREASURY DEPARTMENT 

~I) INTKR OI"'"'CK COMMUNICATION 

103 

TO 

~\v, 
$eOrt\U~ llorj~eiiUI&U 

OATS Dec- 5o 191M> 

STniCTLY CONFID~N TIAL 

fbo 7od.ere.l Roeono llallll: of lew Tor ll: reported tho tollo'lliDC U.....0Uo11o 111 
! l&lU.n acoout o •111ta1110d with tho Ohaoo B&Uoll&lllallll:, Bow York, ud t hl Ourut:r 
,_.,, CoJJI)OD¥, ... Torlr:, 

!l!!! ~ ..... , Do~l ted 

lloclllbtr 5 $ JO,OOO 

~.ooo 

.. 

CJ:aoo llaUoll&l B&lllr: 

.14c0UIIt Do~ltod Paid !fo 

·- co-rclolo ltaltaua, Chtcll: to ordn ot 
I , T, CJ:aoo llaUoll&l B&lllr: 

Ollarantr Truot OO!l)!!ll 

.A<IoOUIII Do~l\od 

l!e.llco cU llt.poll !l'rv.ot Oo, , 
I . T. 

ot Blw York, tor 
acoo1111t ot t..t ox, I.J.. 
LG:aabara, ~:r or d.er 
ot :sa- o-rcl.alo 
ltallll,..., Biola 

Paid !fo 

Chlalcal B&lllr: &114 
!ru.at Co. , • • T • 
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I TREASURY DEPARTMENT 

I~R OFI'1Ca COMMUNICATION 

104 

s.cro\&1'7 lolors••~-

llr. Ooohraa 
STRICTLY CONFI DEN TIA L 

fM rour&l lllllr\'1 :Bull: of • • • Tor lt reporh4 ~hi tollowial: tr&M&CUOD 1a 

• 

tM aeoOUDt of the Snn4enh1alra BaaD, l~oollbo~. b7 ord.er of the Reicho'buk, 

Jerlln, a1nta1no4 with U.. Cbaoo liDUoaal llaalt, Vow Yor k, 

Pa14 !o 

Obaoo liDUoaal :Bull:, v. t . , tor 
accoooa~ of Corn Prcxlwoh llof1a111C 
Co . • 1'. T. • ~or accOWlt ol 
loaooro1oaoltooll tnr ~tochl 
J.uolaailoochulc!.oa, hr11a, \ 7 ortl.w 
ot Re1chobult, llorlla 

Regraded Uclassified



TREASURY DEPARTMENT 105 

DAft D II IIlia' 5o lgllo 

TO 

STRI CTLY CONFIDENTIAL llr. Ooollral> 

fba J'ecle1'61 a .. ern .Bulk ot Iew York reportet \be tollollliiC h•aaeecUoae la 
tbf acccWlt ot tbot Stat• :a..u: ot \bot 11. s. e. :a. ai11talut Ill til tbot oa..raat:r trut 
COIIJ)&D¥, llow Torlt. 

Doc .. ber 2 

.UOOU..\ C...tlht 

$ soo.ooo 
57.219.0} llecel ... t pa71'ftt Wlll.er :Letter ot 

Cretl\ op.,.et ~ llocan4rne ut 
For'bee coYerliiC obi-t ot 
lloorloe to 11. e. 

Regraded Uclassified



COPY 

so. 150 tOG 
A!!ERICAll CO!ISULATE 

KWllllint; (Yunne.nt\1), China, December 5, 19110, 

C !:"'ID!:l"l!AL 

SubJt ct : P.eport on Stratocic Wetala, 

T~e Honorable 

~he Secretary of St$te , 

Wsohington. 

Str: 

I hnYO the bonor t o refer to Oil' telegmo of Decbber 5. h P.!!., to tho 
Conrulat e General at Hong Koa& on the aboTe aubJect, and t o report anre fUll7 

on recent develop~ents in Yunnan. 

At atated in my telagra~ under reference, tho balance of the 1,200 t one 
o! refined tin remaining in Yunnan vaa ehlp,ed fro:ll Kunming to lluma during 
t~e ~onth of November, No atocko ot refined tin • re now held in Yunnan, and 
lt la etated t hAt none vill be available f or export until about Febru.ry of 
1941. Stocke ot native or refined tin now hel d in Yunnan total 5, 000 t one, of 
whloh 3,000 t one to • t Kokiu and 2,000 t ono a t Kunmint;. Production of native 
tin •aintelned a l evel of 1,000 tone ~er ~ontb during the =ontha of October 
tnd ~ov*Ober, but the oet1aated output ! or the aonth of Dece~ber io about ~ 
""'· 'fbe r eduction 1o aeld t o be due ori=arillf t o the reduction of ""tor 
auv~l lea (uaed 1n ore dreealn&) eoneequent u,on the be~1nn1ng of t~e drv ••~•on. 

!lith r eference t o plana f or tuture production, I M rell .. bly in!omed. b7 

•n of' loial of t he Nat ional Retourcea Co~ioeion thnt thebotrd of direct or• of 
the ne~ Yunnan Consolidated Tin Oorooration hae decided ecaintt the propotal to 
erect e tem;>oraey re!iner:r neo.r the Burma border, and inatead the colll])any vlll 
rebuild ito Kokiu pl anta, vhlch apnerently vere not ao badly damaged ao at firtt 
re~orted, Tho company h&e alreftd,v purchaeed a 1Mll 8!1tlter ( e&p•ci ~ 10 t o no 
~t~\y) at Kunolng, vhleh bat hither to been uoed for l elA emelting. Thie nlant 
wU1 bt uaed to refbd the 2 ,000 t ono of native tin now In KunmlQ&. 

Ao a aatter of 1nte reet, it ma7 be mentioned t hat according to mT lntora-
11\t, oel7 about half (1 ,500 tono) ot the contr act vUh Rondon & C~ oentioned 
111 ::r d.ttpateh !lo. 30 to the :!lobaoq e.t C!Jun&ldng'" b&e been delivered t o that i 
!lrm: nroaum&bly thie waa all delivered :prior to June 20, l '!ho. vhen outward r t< 1 
ohlp~ont1 fro~ Yunnan ceated. )lv lnto~t 1 tatea that the Chlneoe Governaent 
h•o retuaed to deliver the balance of th• contract on the ground that t he tin vae 
~tl tlnod tor the French Government, even though Rondon hao been requeeting de­

l lver:r in Ransoon. 

Reepeot tull7 youra, 

'froJ L. Pet'l<lno, 
Aserlcan Conrul • . -----

Regraded Uclassified



- 2-

s63.5 sra/ocb 

IcqulntupUcato to tbo Depar~od. 
Orlrlnel IIIlA ou copy by alr 111&11. 
Cop leo to Jlobt.OO:I', Cllwlcl<lD& mel. PolplJIC, 
copleo t o Oonoulatoo Oocer el , llhN>Ibal ancl. BoD& ll:onr. 
00])1 to Oonoul"''-• Rancooc , 

• Derpatch lie. 583 to Department h oa the •-•or at Obnn&lrtnc 
(Ju.l7 }, 1~4o) , Rrcor t on Procl.nctlon at Oortaln llinor elo 1n ~ 
TunnM. 

• 

10? 

• 
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Co ies of Mr. Jones ' l etter to ltl.l Jr nn~ the inclosure were sent to Messrs . 
Llell, Whi te and Foley on this date . 

' .. 
- .. -

~ · 
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... --··----­~--· .. -
FEDE"AL LoAN AGENCY 

WASHINGTON 

Dec•ber 4, 1940 

I ccloae COPf ot a letter which I u 

aendiJOS to tho Secretary ot State 111 COIIJlOCtiOD 

with our loon• to ChiDa. 

S1llcerel:7 youra , 

l!onoreble HellJ'1 llorgethau, 1r. 
Secretary ot the Treasury 
Jaahillatca, D. c. 
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l Ull '"'- •• to tile U41 Uoaal 0'1'M1 t 
ot .,.ooo .ooo will• Ute l!:r;orWapon lloak Sa 
~ t ;u a.taa. _. at~tta Ilea..._ O&UM 
to no poe.S~U'>' Utat teUar -ste ~t. te _. ezt••• f~<aSUt&ta t ba fUtjlt or oapUal r... 
CU.a to tll.a OUtM Stetee. 

llq I ....... t bsntor.. tM ah habSU$7 
or t111a p.u. ot tile •U•U• betaa 41aooa- wtU. 
the eua- .......... 7 wltlo . n .... ............. _ 
baiDI tel<• to ,..._, tUIJ' - 110-t. 

CShr11ed ) J&&swll, J oo" 

A.-s&Satntu 

• 
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PERSONAL Am 
SECRET . 

IRITIIN I.UIIY, 

WAINIICTOI , D. C. 

5th December, 1940 . 

Dear Mr. Secretary, 

I enclose herein for your 

personal and secret information copies 

of the latest reports received from 

Lcndon on the milit ary situation. 

Believe me , 

Dear l'r. Secr etary, 

Ve ry s incerely yours, 

Tt.e honourable 

l.enry Cor geot hau, Jr., 

United States Treasury, 

Wash i ngton, D. c. 

Regraded Uclassified
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Tel~ troa Loll4oo da\ocl a... 
Deoealler, lWO. 

Javel. 

a\Uik. 

a. Tho arMCl -rohaot o.ruhor °Cal1t01'111a" 

1otorcoptad • OOJWaD a hlp (a, 660 tona I 1n Laahi'D 

.Ulantlo. 1'ba Garu.o era• a bandoned the ah 1p otter 

acc .. p tl"€ to acutUo bar. 1'ba boller ancl oop.oa 

roooa aro tl OOC1a4. 

~. .t.pprOJ<1-tal)' 1;) ab 1pa h-ard bound OOD~OJ 

on ht/2ncl woro torpedoed b)' U boah ~00 to •oo a1lu 

wut or l r e laocl. .t.t leaat • or theao woro ot111 afloat 

oOillo boura otter ba1ag at\aokod and two ot thalli pro­

oae41llQ to t.ho UoUe4 Jt1og4oa IUICior oaoort. 

•· Dec•bar 2D4 a J;r1Uob t.ollllor ( 12,260 ton e ) 

outward bo\IDd ... t.orpedood 1D llort.h . .. t.ol"'l a pproaobet 

ODd ODOtbor ohlp (2 , 600 tODO) 1D OODYOJ to 01~1\ar 

wae s\IDk. 

15. S~hOI'o laocled ti'Oa the br1Uob ohl p "'akoroat• 

contl-d the l ou or t.b1o voaool otr Woat ot I r o laDd 

on Ho 'l"oabor 26th. 

e. !!J•l .t.lr FOFOf· 
Da7l~ Dec.-bor aocl. A Dloobelll at.t.oollia4 

a,ooo \on 1110robao\ .,. .. ol ott tho ,...,..lall .... ,, -
INrat roponocl • .,..,. ccued ~lr ...... 

f • IiCht. e1 neo..-.r ....,..,.. lloo IIM"J ' '• a 

... w a\Mok ft' •'- •== •• ~..... CloD' w-nlea 

a clrc...n -.a aU-= ate. 

'•!') -. ,e . . ••••• · 
Regraded Uclassified
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8 . Oreooo. 

lle oeabel' liDo! • Sloe ulonhe~a bombed \ a lone , 

very 1ar ga exploalona l'eaul ted , bul lOl nt ware blt and 

photoarepba contlra damasa t o ~ln •••plana Jot t 7, 

a .mall a b l p l n t ba barbour, and ln t ha a-.unltlon 

d\ap area. Our alrc.ratt were parahtao\17 a ttacked 

b) e n•IIJ !1£)\tera obo of whloh t.. bol1en4 abet down. 

A Ol a d a t or c1e atr0Jo4 a n lta llan elrcratt Dial' 

Ar ;)Toauatron. 

o. t z ba . 

On Ooce~ber lat two Ll e Dholme atta cked a bout 

100 grounded a lrora! t at 81nl na enG c1aatroJo4 two 

bomber a. 

10. Oarman All' !oroo. 

!.lf!l>t of ht/l!nd. 

sout~pton. A flour m111 , two l oco taotor1aa 

and nanl atorea were bedlJ dllla t e d blat war pr04uoU on 

teotorle a were not aer1oualJ bit . 'l'bl a1tuat10D w1tb 

re~ to /004 and u t 1l1tJ aer~looa la aat1alaotOI'J 

•1 tb tbo l>tCeptlo n of t••• wh1oh at pre .. nt a /tecta 

eenral taotorl oa. <.a eualtiea ac Ilr rapol'to4 are •o 

kl l1od ana 100 inJured. 

11. Ni ght or and/al'd. 
About 11!6 ·~ alrorait oane over ln aodltlon 

to ao a1nllaJ1116• A\ta oka a r a1 nat l>l'la tol -lnlJ con-

e- d realdoDtlal d latrloh. ..DJ tire• atal'tad b111i 

e ll UDder oonti'Ol 'bJ a14nle)lt. JCo •-&a to •r 

pro4>aeU• rao'-l•o la I'IPOr\14 alt~ Jrt•w 
JIOpOI'tJ nt1'_. oneMlJ• t'bo e1.a...•• h~ u4 

UDl.OI'altJ were ~ .... 
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TEI!TATIVE ID;SONS BIJLLBTIN 
No, 72 

(1..2/2657-2.35 

llD.lTA!l:t IN'l'ELLIGSNCE DIVISIC!I 
liAR IEP/Jm.lENT 

rrasbington, December 51 1940. 

NOl'ICE 

The intormation contained in this series of bulletins 
will bo restricted tc i temo from ofi'ioial oouroes whioh 
are reasonably confirmed. Tho leaoone neeessar~ are 
tentative and in no sense ""t ure studies . 

Tbis document is boin8 given an approved distribution, 
and no additional copies are available in the tilitery In­
tell1genoe Division. Fer proviliona sovornina its re­
production, see Letter TAO 350, 05 (9-~9--40) ll-B-W. 

'l'HE GER!illl Fn:rJl JJITW ERX SCJloot 

SOURCE 

This bulletin is OO.sed upon a report oovsring the obae:r-­
vetions of soveral American offioia~s on tr1o trips t o the Gel'1Mll 
Field Artillery Sehool-<>ne in September 1 1940, and one in October, 
1940. 

rrhUe this bulletin is lioi ted to romrks on organization 
and methods of instruction peculiar to the school itself, the follow­
in8 'l'EII'TATIVE lESSONS lliJLLETUlS uso 'basecl on obeervetiona at the 
l'ield Artillery School will d.U with topics of broader and IIICl1'8 

generU interest, &s follows: 

No, 73 - '1'!!E G;WWI 2lo-al. HO:llTZER JJiD ITS PRil!S IIIOVER 

llo, 74 - DEHO!ISTIW'IOll OF FIRE Br COIIVEI!TIO!IAL QB!W.IJI 
FIElD ARTILLERI T!PES 

No , 75 - lliSCZLLAICOtlS OJJSERVATIONS AT THE GEIWAN FIElD 
ARTILlERY SCHOOL 

com!TS 
1 , GEIIERAL OB>EI\VATIOtiS 

2 , I!ET'dOOO OF UISTRUCTION 
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1. QE!ltl!AL ~VATIONS 

The Oer•n Field Artillery school is located at Jilterbog, 
about 70 kilometers south of Berlin, where tho terrain 111 rolling, 
partially wooded, and well suited for military r.w~euverin& and ar­
tillery firin&. 

The buildings constitute a quadrqle, with the central unit 
used for purposes ot instruction and students' quarters located on 
eithor eido. These quarters are small and rather crowded, but livable 
and scrupulously clean. 

Horses are ti ven s])Ocial care, and all otricers are encour­
aged to turn out on Sundays for hunting and ricl1ng. 

'r.le cor:EW>dant ot the school is a aajor ceneral, and his 
chiet assistants are his adjutant and the coo:>and of school troope. 
Dultl,ctors nre ftoequentl.y rotated in order thet students ~ r.ork 
lltldor otricers 'll'ith recent experience in the !ront linee. 

There are some 000 students 1n the school, divided into 
three groupe as follows : 

Officers: About 100 officers aro g1 ven a refresher course 
of one month. Upon return to the dirteront regiments trom 
which they come, these students are expected to spread the 
latest principles end doctrines, wh ich they have been taught 
at the school, 

!lorH:olllldssioned Officers and Selected Privates: JOO oen 
trom the enlisted grades of the &rillY aro clven a course of 
!ollt'-<:IOnth.s' duration. SUccesstul students are given c08111s­
sions. 

Other Officer Aspirants: 400 Mn are given a thre&-aonth 
course atter considerable civ11-Ute study ot &rillY subjects 
and after serving short apprenticeships 1n the enlisted grades. 

The etudent•s worlcdaJ' begins at 7 a.m. and ends at 7 p. m. 
He has two tree hours in the middle of the day, and his ten working 
hours are divided between classroon instruction and outside instruc­
tion . lie has no home t1ork, and his Sundays end l<odnesdaY and Setur­
day afternoons o.re tree. 

2. URl'JjODS OF INSTRUCTION 

a. ()eneral Procedure 

• 

• 
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'nle American observers were impressed n1 th the simi­
lArity of procedure at the German Fiold J.rtill.ery Cehool to that a t 
the united States l.rr1tlf's school at Fort Sill. 

b. Pictures and !Jotion Pictures 

Ih t he classrooms there are many photoaraphs and i llus­
trations sh~g correct and incorrect D&thods of procedure. The 
observers were told' that excellent results were obtained through the 
true and !else picture method. UUch instruction is provided through 
the oedium of motion pictures, and a larso assembly room 1e equipped 
tor their projection. 

c . Class in !!eteorological Data 

A number of students were observed ""rk1ng a clasSI'OQIO 
proble10 which employed ceteoroloSical data. 'nle problem progressed 
in stases, and at each stage the instructor called upon a ditferent 
student to explain the r.ork he had done up to that point. 

d. Class in Terrain Board Firina 

A creat deal of time is spent in terrain board tiring, 
and a student is not perlllitte<l to tire a battery with live ammuni­
tion until he has thoroughly mastered ceneral procedure--especially 
sequence or commands . 

'!tie sand table is at one end of a large room, and 
student observers can be placed at any anclo nith respect to guns 
and tarcet. 

'nle use of sulphuric acid produces puffs very similar 
to those of high explosive shell, 'nley last just the proper lensth 
or time and require observation by field &lasses. 

e. InstrucUon on the Uiniature Artillery Ran&• 

The llliniature range at the school is housed in a large 
room resembling a theater but without cheirs . Although normally 
on1y one ~ battery problem is tired at a time, 100 students can 
observe. 

The model representing terrain to • fired upon is 
located on the atase and tilted to a elope of tan degrees. A scale 
or 1000 to 1 is used, and buildings, as well as features of the 
landscape, are realistically reproduced. Forest areas are represen­
ted by patches of sod, 11hile stre ... and ponds ara painted a bright 

COI!fWBitl'IAL 
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blue, The entire IIIOdel is floodlighted, and preiNlllllbly the method 
ot 11sht control pen:dts ad.just.oent to aillulete all field. conditione. 
Reeliat.ic features of the IIIOdel are particularly evident .men binoc­
ulars are used. 

Students firing problema stood in a control pit about 
100 teet trom the stage and observed the orrect of tire through 
normal battery inatruments, The firing battery was located about 
JO toot behind the control pit. It consisted or tour tripod-mounted 
short .22 co.J.iber ritlos, on ecch or >~hioh was L10Wlted the stamaro 
art.illery sight-identical for all Oerman guns. 

Problems were fired rapidl,y. Students telephoned in­
structions and corrections to the f irin& battery, and their orders 
were recorded on a blackboard. The impact ot the a....U .22 caliber 
bullet proved an effective substitute tor shell burst in the field.. 
Excellence or training was enhanced liT the fact that the result ot 
th1e illlpact was fleeting and sol:1811hat 1110re difficult to observe than 
actual shell burst. At the end of each probleJD the student COilllllln­
der was required to explain his coananda and the reason he gave them 
as he did . 

Since corrections were set just ca they would. be 1n the 
field., gun pointers got vo.J.uable trnining. Those "en gave the order, 
"Fire" and executed it tv<> or three aeconds later . Sights were often 
checked for the range and deflection orderod by the control officer. 

r. Firing on the Range 

The .AJ:>erican observers were given an opportunity to 
'll&tah firing trom the observation post or a 10}-cm. howitzer battery. 
An advanced class '!IllS occupying the upper floor of the observation 
tower, 1lh1le another class, not so tar advanced, """ located on a 
lonr floor trom 11!11ch its ......t>ers could '" the tire and bear the 
co.oaMs. The system of adjusting one gun and then bringing in the 
battery, usually tor two =ux!s, was the •- as that used ~ 
United Stotas. After firill;;, the student consulted the recorder's 
blackboard and mmt over his probloc quickly giving reasons for bia 
ccmoanda. The instructor o ffercd n short critique. 

During a three or four-month course, each student has 
the opportunity to fire 18 problems, 

. .... 

• 

- • 
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No. 262 SIWATION REI'QlT 

121 

ll.I .D. , 11,D. 
Decllllber s, 194(). 
l2100 11. 

This milit&ey situation report is iesued by the !.11llt&17 
Intelligence Divieion, General Staff. In n• ot the occaaional 
inclusion ot political intonnation md or opinion it is l;).aaaitilld 
u Restricted. 

I. Western Theater o! War. 

1. Air Foree Op!rationo • 

During daT~ht ot the 4th the Oermel1 Air Foree ude 
acattered raids along the 110uth ooaat ot EnS).4nci. Laot ~. dee­
pit-a bad weather, B1radngha:a was attacked tairl7 hea'Oil7 Cld London 
ligbtq. 

The R.A.F. eon<Ucted aome operation• OYer weatern Oer­
IIW\Y• where Dusseldorf we.a raided. 

II . Greels Theater st W!!£. 

The Greek High CQG'IIIAI'Id reporta the occupation of Promedi, 
whieh ia 1n the eent.ral sector ot Albania, about )5 miles northeaat 
ot Porto Edda. The Italim Air Foree continued ita attacks againat 
Greek trocpe md cOIIIDIIIIieationa . 

III. Mediterranean and African Th!atera of War. 

llo ground operatiCl<l8 reported. Uinor air operations in­
cluded an attack on Turin bJ Britieh plane& build on SnglaDd • 

• 
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Conto"""'• 111 the office or Speaar ~at 4•30 p.a., 
Decubar 51 1940. Preaant.o Seo"'t.&r7 lloraent.bau, Voall't. hll, 
Folq, SUJ.li....,, SpMitar Ra7bw'B, Concrae1-.n Cooper (the ~ 
meaber of the Sou.aa li'Qa aDCl ...,. wbo could ba folllld 111 Wub1J>cto!l 

tb14 attarDOOD). 

General otat.....,t liT the SacnotlrJ on IWI ~ate 
filll.!lciDa probl-. Sa 1tatad that he did DOt wah to do the ~ 

pe!ld.iJll norillanciDa w1 tb 10111-tara boDda bacau.. tbq would ba 
port~ t.t.x a:npt and t.h11 action od.S)It illtar1'1no 111th hil plano 
tor asJdnS CoDCJ'III to eli llin&te exnpt.iona on tu.tura 111ue1o ~ 
the other band 1t ba u .. d dar-• DOtal t.h1l .tsht lllilarru1 b1.a ill 
his at~t to baw Coacrw1 aH•!J•ta the c!1atuct.1oa baWMD tba 

two prlllllt clabt. 11111.ta or 45 bUllon aDCl 4 bUlioa. Be propoaacl 
t.Mt be iaoaa a ball bUllon dar1naa DOtal and a:pl•in 1A a pabllo 

atat&llent tbet be 11 doiDa th18 to t.1cla aor.r tha t-adiata ~ 
menta and that be 111t&Dda to uk Ccmc:r-u 

1. To .-n tbe pttt.1t.1oa bat.aen the tllo pnoo1nt 
clua11 or national debt; 

2. To 1Dcr.u1 the debt. 11111.t l4 or 15 bUlioa clollaraJ 

1ZB 

), To nat 1n the Sac"'t&rJ or tbe rr.&alll'J 411cration&rJ 
ponr u to tba t.t.xab111tT or tu.tura 1oeuu or Federal 1acuritiaa 

of all tTPMJ 

4, To uk tba COII(!noaa to ~t Faclaral t.t.xat1011 of 
1tata and local. 11011rl tiaa, 

Spaalter fta7bun> and eoacnoooan Cooper 1tatad tlw.t 
Itaa 4 would prowka 10111, bard ficllt1Ag and that '(llanou 
the other part of t.ha progru al.&ht ba puhad throlcb eoacnoa• 
IIU'ob lStb it llllllld ba i.llpoaibla to baTe It.a 4 -tad liT 
that data. 

It -. ooncludacl tbat the Sacret.arT should 1ana a ball 
bUllon cl.atanaa DOtal MXt -1< aDCl at tbat tt. aloe a public 
&lllloUM-t ot tba rao-adaticma be 1a to an to Coalnoal. 

• • 
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It .. ..,....S tba\ ~ ata~t to be -.Ia to tba PNea 
oho11ld <10M troa Spaalotr ~. The S.Or.t&z7 ncpata4 to 
hl.a thAt he ac!'t'Uo tlw Preas thet th1a ••tU!a bad been called 
onlt atter oonnltat.l.oo with Coacree- JloaCbtool and Ilia appi'Oftl. 
of Ulo MatUla• 

lbUo rlcl.iDI troa tbe C.p1tal. to tba '1'Nuv7 tbe SeoNt&z7 
and *""• Bell, Pol.,. Gld 811lll.ftll ..,....S that tba attaolp\ to 
ol.illd.nata Ulo taz -...pt.S.oo of tlw atata aDd ....S.Oipal aeo1D"1U. 
obollld be in a aeparata bill, that tho FocleNl Ooft.,..,t aboald. 
tllce Ule 1Dit.1tat.1n in tu1na all of ita own aocurl.tioo u aoan 
ao U ha4 t1w poorer, and tbat n abo1lld attaolpt to 11onaolldata 
Ule national cSobt into 01111 na wiUIO'IIt olua1tioat1CD or I'Mtrio­
tiOII OD 8Zq part of ito 

• 

•t 

• • 

• 
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Bello, J .. ee. 

Hello, Henr,. Bow did J OU &et along JeeterdaJ ? 

Well, I thought I'd oliab on JOUr bandwagon. 

I taw tbat. Well, the Gold Duet Twine. 

Sure. Well , we ol .. n '•• up. 

!hat'• right. 

Bow' t tbaU 

!'bat ' • ti.ne. Well , i t went ott well i n lew York. 

Did 1U 

Oh, Jet, and •••rJbo4J I - I tpoke t o thoee 
l ife ineuranoe preeidentt a nd •••r1bo4J I taw -
theJ want ue to do •••rJth1ng we can do. Well, 
1t'• a good thing to tend up the ball oon• a 
little b1 t. · 

Tbat'e right and ••••• 

While the Bo .. 1a awa:J. 

!'bat'• right and th1e fellow , Taft, 1• Juet a 
eo-and- to. 

Ob, 1••· Well , he ' d be tbat &nJtlae. 

And Wagner anewered hia. 

And ••rr well. I read tbat. Well, MJWa1 I 
think we ' re plowing th. cround, Benr1, Jutt the 
WAJ 1 t oupt to be done. 

I th111k eo. !hen' • one thing tbat baPPIDtd 
that I dOn't uo~rttan4. I got a l .. ter trOll 
Wellll an4 he brinat up the Chile thtna. I 
thoupt that wae all eettled. 

!he wh1 oh' 

Cb1le. ••1111 wanu •• to do -thine tor Chile. 
I thoupt :rw bad tMeD oare of thea • 
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If ell, I thillk we hue, Beftr)', or I thillk w 
ue do1na 1 t. When I . c•t oYer to the BoaN 11a 
a tew a1Dil''' - I thillk w are 4o1na nel'fthlac 
that Oh1la naada, and wa are alao f1sad to taka 
oare of Pll'll 10 I th111k - 111 pr11en' Judpent 
il fro• at praaant intoraation thlt there'd be 
noth1nc to do there. lfe are plann1nc to biiJ 
eo•• oopper and n1tratel froa Oh1le and that 
tocether With a aod11t aaount ot loan• oupt 
to take oare of thn. 'fbat'• wbat we thoupt. 

lfell , I ..... 
Are :rou through on Argentine? 

lfell , we ' re throuch to th11 eztent that I eent 
up a trial balloon on it and then theJ wnt 
into Bell' 1 rooa all4 thtJ •went to work and 
theJ 're goine to draw the thine up. 

I lee. 
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You know how tholl thine• are - I 1uppo11 it thtJ 
4o U 1n a w111t, I euppoll that would be ao•1ne 
fa••· 

I Ill. 

llba\t 

AJ.l r1pt. Ifill, now 11 there aDJ l'IUOn 
WbJ we llloul.d wait on ouref 

llo, no. I lo'fe wbat lfa!Ten P1enon ea14. 

What .d hi .. ,, 

lfell, J OU •••• he waa oute14e the rooa and 
cot a ooupl.a of newe~per ••n follow1nc h1a 
and u ea14 he 414ft' t 111 WbJ the lxport-Iaport 
llloulcln'' 4o at l••t a• well aa the treaRJ'J. 

I 111. If ell, I thoupt W a1pt, Wilt JOll 
1 
were 

work1nc alone, wa a1pt Juat co ahead 1t .1 t • 
acre .. bla 'o JOII and ooaplltl oure. 

Ob, nra. I th111k that atter theJ lett hera 
Jllter411J - I thlllk \IMJ want O'fll' to :roar ahop. 

I 111. Wall, l b&YID'' IIID tiM boJI thil 

•l'llllll· 
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lo, ~ere'• no reaeon \O wa1\. An4 P1ereon 
au 1n ancl 10 41d Oollaclo, eo ~ere •• po4 ,_rk, ancl 70'Q know - 414 7011 eee llari1aer' 1 
41n1alt 

lo, I didn't lieu. 
epeeobt 

D14 7011 ce\ b11 wboll 

Jeab. 

I wan\ \0 •• , ~'· 
llot \00 good. 

l ot \ oo good. 

llo, be Jul\ oo•ere ~ waUI'tron\ and ' UJtee 
lo \he wbole \err1\orJ. 

I IUppGie I'll &e\ I OOP7 ot ~ epeeob \o4aJ. 
I told ~~ bo71 lae\ nl&h\ I wan\14 1\. 

Ae I \olcl bla, bere we are een41nc the Yloe 
Preelden\0 Vallaoe, down there \0 belp bulld 
up coodw1ll ln Xezioo and be ooa11 out w1 ~ 
an announoeaen\ \hi\ •• eboul4 oanoel bUJlDC 
all foreign e1l•er. 

Uh- bub. Well, ~t'• \euwork, len ' \ U. 

AbeoluUlJ. 

Oh, b7 ~ war, I - down on ~e traln laet 
nip\ w1 ~ - llr J'reclerlok •• on ~e \rain. 

Oh1 c11c1 7011t 

AGel I bac1 an l:lollr'e oba\ w1~ bla, Jut onr 
a blpMll 1n ., rooa. 

Oh, cooct. 

VbiD aH 7011 ,Oiftl \0 lee blllt 

A\ u we aorn1nc. 

I •••· Well, f Ju\ wnw4 7011 \0 know ella\ 
I 11a4 \M' lUUe 'fillt. 

• 
• 

• 
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Did JOU Juet buap 1nto eaoh other' 

AbeolutelJ. 

Juet bumped into eaob other . 

Ae we got on the tl'a1n leu1n& at J: JO lllld 
we both were on the 2nd eeotion and we ran 
into eaoh other going down the etepe. 

He it a loquaoioue fellow ien't h•' 

Well, I got b1a to tallr. a lHtle bH, but 
tallr.1ng generall7 about oond.i t1one OYer then. 

Yeah. Well after we set eoaetb1ng - well, 
70u eee, we'r• haTin& th1e aeetins next !ueede7, 
aren't we. 

Yeah. 

Well, wbateTtr I aet froa b1a between now and 
TUee4aJ, I'll report at that aeetiD& and if 
there ie an7thin& epeoial that JOU want, let 
ae lr.now;. 

o. I. 

Row'• that' 

!bat w1ll be fine. 

All rlpt. 

Oood-b7•· 

• 

• 

• 
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December 6, 19~ 
9:30 a.m. 

GROtiP MEETING 

Present: 

TbompAon: 

H.!o! .Jr: 

Tbo2paon: 

h.ll. Jr: 

Tho111paon: 

H.M. Jr: 

Tbompeon: 

H. M. Jr: 

Tbompeon: 

Mr. Bell 
Mr. Gaston 
Mr. Wiley 
Mr. Poley 
llr. Sullivan 
Mr. Peble 
Mr. Thompson 
Mr. Graves 
Mr. Haae 
Mr. Young 
llr. tfhl te 
Mr. Cochran 
Mr. Schwarz 
Mrs. Klotz 

We hava a request from the Inaugural Grandstand 
Committee, asking tor permieeion to oonetruct 
the usual inaugural reviewing etrunds at the north 
and the south ende of t he Treasury. 

Yea, but I am going to do a little swapping. I 
would like a few ticket• up 1n front ot the 
Capitol. 

We ougbt to be able to get the•. 

Sure. I want a dozen on that tlat pla.oe right 1n 
front there. 

There will be no objeot1on to th1a 

I want a dozen, the tlat place, you know, 

Yee, on tbe plaza. 

I won ' t budge an 1noh, e1tber. I am aer1oue. 

I don't know 1t Mr. Foley will be able to put up 
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Foley: 

K.M.Jr: 

Ttlompeon: 

H.M.Jr: 

Tnompaon: 

H. M.Jr : 

Tbo!IIOIOD! 

K. M.J r: 

Tnompaon: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H.M.Jr: 

Bell: 
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with the hammering here t or about three weeks. 

M)' roaee? 

One dozen on the tlat place. 

I will go to work on that. 

\/ell, Just --

Nothing doing here unleea you get them. 

Absolutely. That 1a aelllng out cheap enough. 

I have two or three other little matters I would 
lUte to eee you about. 

Well, you won't be able to today. I can take you 
on at three this afternoon. 

All right. 

I can take you on at t hree. 

135 

The only thing I have ia Ja)' Crane baa an appoint­
ment with you today. 

Whloh vas oanoelled. 

The tiret advicee they received rrom all over the 
Britiah Empire vaa that t hey had to take eterllng 
tor all or t heir oil, and he wanted to come down 
and talk to you about it, and day before yesterday 
they received advicea from London that that waa not 
true , and apparently they are going to get dollars 
tor all o r their oU. 

Won't I get a Chrietmae preeent? 

He vae ver)' pleaeed. He aaye he won't have to bother 
you until the decieion ie revereed. 

All right. Well , you will be here when Phill1pe ia 
here at 10:30 and White and Merle, please. 

We may want to talk to you aome time today oo thla 

• 
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Argentine thing. The7 are rel7ing on our good 
v1ll and trusting thea, rather than the gold. 
They don't want to put up the gold. 

Jesse oalled me up at 8:25 thia morning, and I 
got him a little later. Through pure aooident 
he and Sir Frederick Phillipa were on the same 
tra1n 7esterda7 atternoon, and they had an hour '• 
oonYereation. Just ae the7 were going down the 
stairs theJ bumped into eaoh other. 

Did t hey know eaoh other? 

I don't know. They do nov. 

Do you think there 1e an7 need tor the 10: 30 
conterenoet (Laughter) 
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He wae sort ot hinting around, eo I told hi.a what­
eYer information ve got between nov and TueedaJ, 
I would report on it Tueeday. 

I eee the Association ot Lite Ineuranos Pres1dente 
told Jesee that vhateYer the7 did in the campaign 
vas purely unott1oial and the7 now repudiated it. 

F1otittous, vae 1t? 

(Mre. Klot~ entered t he conference. ) 

All right? 

Yea. 

l!aroldt 

Whene•er JOU have t1ae, Mr. Thoapaon and I are 
readJ to talk to JOU about thie Pereonnel DiY1aion. 
I ehould think it would take 15 ainutea or eo. 

Well, I Juet gaYe Lou Douglae J:l5 --

We are in no hurrJ, It rou want thie to 8P OYer 
until next week, it 1e a 1 right. 

Well, the Bank ot America oerta1nlJ will not take 

• 
• 
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more than 15 minutes, so I vlll gtve you - did 
I hear a snicker? 

Not I. 

All right. Ten thirty Monday. 

You have got 19 questione. I should think you 
ough t to handle them 1n 15 minutes. 

Well, I told them I wo uld give them caretul con­
s i dera t ion. 

Nothi ng. 

(Secretary writes on paper and Whi te takes it, 
without reading it. ) 

Wait until he reads it. George? 

Mr. Sexaur called yesterdar afternoon and asked 

13? 

me to thank you and told me how much he appreciated 
the help you gave him. 

What did I do? 

Well, I vas eurprieed too, because I vas -­
(Laughter.) But you know, ther didn ' t take action 
on that. They held him over and t her are treating 
him tine over there. 

You want t o know what hapoened? 

Xee, I would love to. 

The Secretary ot Agriculture aeee me at Cabinet 
and he eaid, "I hear you want ue to stall on th1e 
etutt.• I said, "No, I didn 't say that. • I said, 

' 1 I eent word to you that I didn't know anrthing 
about it, goo~ba~or inditterent. I am a member 
ot the Dairymen's League, and I Juet wanted to 
bring th1e to your attention.• •well,"he said, 
•I eent ott letter• and we promiaed LaGuardia 
certain th1nge and he called ott t he strike, and 
it I aee that man I have got to eee them all and 
I am pract 1oallJ eettled.• or c~uree, I didn't 
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know what 1t was all a bout yet, eo I aay, •well, 
I am s1moly saying I Juat wanted to bring it up 
to your attention and the reet ie up t o you.• He 
said, •well, 1! that te all you want to know, I 
••ill go lilhead wtth it. • But he did see h1m? 

Oh yea. He did do 1t. The President has to 
a porove it and he is out or town. He said they 
haven't got even what they wanted yet, but they 
11re ver y hopeful . 

•en, we w1ll t ake full credit. All right, George. 

The o t he r t hing is, you know we added mo re t o the 
a ir?lane statistical group. You might be interested 
t o know - you know you aen t that letter out Vedneaday 
night and asked 1t t hey could have t heir reply back 
to me. It came 1n t h1a morntng. They are very 
p rompt and etf1c1ent. 

I had no trouble wtth Edsel. 'ihen I saw hlm back 
in May I got a long with him beautifully until he 
et arted to talk to Papa Ford and Mamma Ford, and 
evidently Edae l is still on a leaeh and doesn 't 
it . 

They are the beat customer now, promptest one, 
a nyway. 

'-'ha t else? 

• hAt h all. 

Phllio , you gave me Rome etutf l a at night at the 
house which - vell, oart ot it vaa uneigned. Ia 
this Ai r Co111111odore Sleaeer? 

Yea. 

And who 1a th1e? 

That 1e Sleaaer, t oo. 

'oell, do you m1nd sending 1t 1n to Mrs. Klotz with 
a couole ot memoranda eo we onn identifY t hem? 

That 1a right. Th1e ia the thing which he aaya 
can 't be ahovn to anybody. 
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Would you take that and reduce 1t to one page 
tor me? 

Right. 
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Would you reduce that to one page? And that ia not 
what they gave me laet time. 

Who gave you the ot her? 

Purv1e . 

It len't supposed t o be. Th1e ie eome atutt vhieh 
vee eent over t or your lnt ormation and he baa 
i natruotlone not t o ebov i t to an;ybo~ except 
;you, Knox , Stimeon, and t he President. 

Nov, this oritiolem ot our ovn air--

That 1e t h1e memorand\111. 

Yea. 

That ia not as aeoret ae the other. You oan give 
thie to anybody you vant. 

Well, I vould like - Forreetal ie coming tor lunch 
and I t b1nk Patterson, and I think they ought to 
baTe t hat . 

I think ve ought to make a record ot vho gete 
vbat. 

But vould you eend them a copy and baTe t vo copiee, 
one tor Forreatal and one tor Patterson at lunch, 
a nd give i t to me. Can ;you have it at tive minute• 
ot one, please. 

Yea. 

Have you got anything? 

Do you want to eee 8leeeer any moret 

Yee. 

Tble veekt 
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No. 

Not this week? 

No. 

He ia trying to arrange hie activities so that he 
ia around when you went h i m. 

Well , I am waiting to hear r rom Sleoeer. You ean 
tell h1m this. 

He also sent me in t hat organi~ation chart. 

I am waiting to hear rrom Sleaaer aa to when -
to whom d i d he give t hose plans on the T1J)hoon 

Ther were sent to Knudsen, not on t he Tynboon but 
on the engine. The ol ana on t he pl~ne have never 
beon snnounoed. 

Too, when can we see a complete T7Phoon plane in 
this countrr. Tell h1m I won 't do anything about 
the thing until I get word that there is a Typhoon 
plane on the war over. 

All right . 

But I won 't get to him over thie week-end. And 
tnon would rou tell rour friend, who I couldn't get 
last night , the Secretarr or t he Britieh Purchasing 
Conmieei on, Ballantrne, please tell him I trie~ 
all dar resterdar starting the night before to get 
Purvis and Purvis wouldn't wait tor me resterdar 
corning. Ther called me at 20 minutes to seven, 
and would I talk to him at seven and I said res, 
and then at seven he had lett the otrice and said 
would I talk to him at eix, end I eaid I would 
talk to him at seven and he bad gone to the countrr. 
He bas gone English on me. So rou oan tell 
Mr. Ballantrne that the message I wsnted to get 
to Purvis was please to come back to the United 
States it ther expeoted to do an7 buying in th1e 
country and the sooner the better. You had better 
get th~t message t o Ballantrne. I am not going to 
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hang on the telephone, it Mr. Purvie can't wait 
r ive minutes to talk t o me. I got a telephone 
call at 20 minutes to seven yee t erday morning, 
would I talk to Purvis at eeven , and I s~id yes. 
And then they rang through a little later and 
eaid Purvis wae out. He was out at 20 minutes 
to seven . And last night he w~~a in the country. 
So you eRn tell Ballantyne thAt evidently Purvis 
hlla been there ten days and he h11 s gone English, 
reverted to type. 

I cAn tell h t m. 

You can use your discre tion on how much you t ell 
him. The messAge is, I would l ike him t o come 
back. (Laughter ) 
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You asked me yesterday ae to where the deliveries 
on t he ~ engine bombers were. 

Yea. 

Do you want a written note on that, or ehall I tell 
you now? 

Give it to me at tive minutes of one. 

Also, Nelson's order, evidently, !rom the Priorities 
Board to the various airora!t companies on commercial 
planes t or export 1R Just raiaing the devil all the 
ny around. They don 1 t know whAt to do. However, 
I am working up two sample CA8e8, on Lockheed and 
Douglas, shoving exactly whAt i e happeni ng and how 
much interna t ional ohaoa hae been orsated in the 
plants, ae a result or it, which I will give you 
just aa eoon as I can give you the dope. 

I have here the t1rst two etatemente on the Dutch 
p rogram, which you might like to l ook at sometime. 

Five minutes or one. 

You will hAve a light luncheon. 

Nov, the original idea wae that t he statements on 
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the otfioial purchasing aiesione would be aent 
out and distributed the same way as the othere. 
Nov , ve are also getting a etatement which ve 
are compi ling on t he same baeie from L1ndetevea, 
thia big Dutch export house tn New York, which 
ie extremely anxious to keep ita tigurea confi­
dential because it is a private commercial house 
and not a government organit&tion, and 1! those 
tiguree go out to Army and Navy or Derenee and 
get back to the Dutch Mieai one, t hey will Just 
have heart failure on t he epot. 

Well, attar all, I t h ink that our Ar2y and Navy 
are entitled to those tiguree tor the nat1on&l 
de tenee. It they have heart t a i lure, it ie Just 
too bad. We can't hide enythlng. It puts you 
and me on the epot if ve withhold that intasation. 
It ia Just a ques tion o r who gete heart failure. 
It is better for the Dut ch to have it. (Laughter) 

1.42 . 

They were worried a bout the Dutch Government. I mean, 
the Dutch oiti~ene runn i ng the Lindetevee. 

Why should they be worried? oby ehould there be 
anything to hide from the n~tional defense? 

They are not hidi ng it from the government here, 
but they don' t want the government here to give 
their figures baok to the Roya l Dutch Miesions. 

They are worried about their own government. 

Well, maybe eomething emelle there. 

Ae a mat t er or ract , I think that S&Y be etraightened 
out beoauee they have a ppointed this new coordinating 
mieeion over t he top vh1oh ie going to take over in 
th1e nr1vate stuff, I think. 

No queet1on in my mind at all. We should pass it on 
to the responsible people in our own government. 

I think ve ought to tell thea that. 

Sure. 
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Wha t we are going to do with tha t . That is all 
I have. 

You (Pehle ) see Mrs. Klotz afterward, please. 

Yes. 

The mo rning papers carried Senator Wagner 's comment 
on Senator Tatt. I t hink it you have.n't seen i t, 
you also could --

Yoll (Foley) vrite a strong letter ot aooreciaUon 
to Wagner tor me to e1gn today, v111 you, pleaee9 
Ed Foley did a beautiful j ob on t hat. 

Chi ck checked it. 

Metween you, thank you, bu t olease write a letter 
tor my signature . 

I t vas mostly Ed's job. The Times has a piece on 
the Argentine thing which I know you ~~uld be 
interested in. 

~~~11, Jones cal led me up a nd sa i d it went over big 
in \l'all Street. 

Tha t .i s what they said. They l ike it. 

Wonderful. Must bP. aomething the matter with them. 

For my ovn guidance, I assum~ you won't want to 
say anyth ing about Sir Frederi ck from now on until 
he is ready to leave. 

That wouldn't necessarily fo l low, but I wouldn 't 
eay anything today. 

Nothing. 

Merh? 

I told Bell that we have a Co1. ~ul on detail in 
Shanghai who hae been their expert there on 
financial matters, and he wants to be ot any help 
t o us he can. 

,. 
• 
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Good. And bring Archie Lochhead down here 
Monday, will you? It he 1e going to go over 
there and do th1e thing t or us , he ought to 
know what it i~ all about and he cen undoubtedly 
make a contribution. 

You haven' t talked to him on thAt, have you? 

No, you do it. 

Talk to him over the teleohone on it? 

Please. 

Do you have any other suggeet\one? 

Cnly that this one man hae been preasing himself 
on me. 

He iA &till under considerAtion, ien't he? 

No. I can' t spare hlm. 

You h~ven 't any other suggestions? 

No. 

I thought Jesee had lllllde a suggestion. 

Are you eerioue? Jones? Jones said he l ett 
it entirely t o me. 

Bu t he had a euggestion. 

\tho 1188 it? 

lo'&rren Pi erson. 

Well , Jesse can't epere him. (Laughter) 

liell, he said he could put Clayton in t here. 

No , I wouldn't take hi m. 
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J esse can't spare him the way you oan' t epare me, 
1e that the idea? (.Laughter) Thllt is ewtul. 
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t don 't want Je~se to eell me Wnrren Piereon. t 
am serious about you . 

I wAsn 't eer1ous about going. 

!>lo? 

You got them m1xed up between two th1ngo, 
J~r. Secrete.ry. 

Yee1 ~~t a re the two1 

145 

Vell , t oean, ~hen I spoke about KOing, I spoke 
about going just t or a month or six wee~e it they 
wanted me to go to survey tb~ whol~ monetary field. 

Ob. '.lho is go1ne; tc adv1•e n:e how to hlllldlP Eccles 
1! you go t o China? 

Yes. (Laughter ) 

Wasn 1 t I good yeRterd&y ? £ven Lauch Currie said 
I wall good. I talked l'ith I.JJuoh lest n1ght. I 
t old Lauch what we were th1nk1ng or do1ng on th1e 
tlnanclng. He i s all t or doing it the wny I want 
t o do 1 t. 

Here 1a a memorandum on yeeterday ' e conference. 
Th1e is what you were eo anx1ou s to oee. 

All right. 
( RA1Pes tor 
don 't think 
keep him ln 

You will have to eell that to me. 
Tsrleau and Surrey) Did you? I 
he is worth it. You have got t o 
line. 

Thank you very much.. Are we KQing to see Senfltor 
Harrison this afternoon? 

Four o'clock. Bell, Felty end I see HArrison st 
tour. And Sullivan. \iell , he Jus t reminded me. 

Th~ neu t r ality aot provided that atter the Preoident 
names a country 1n a oroolsmat lon, lt l e unlawfUl 
tor any o ereon with1n the United Statee to solicit 
or reoe1ve any contributions tor that country. 
There vas an editorial i n t he Herald Tr1bune not 

, 
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long ago Cl'.lled "Fund 8 ror F1ght1ng• . and a 
wae sug~eeted tne.t runda be collected 1n the 
United States and eent di r ectly to England Rnd 
tMt wouldn't bP. 8 V1olAt10n Of the otatute, 
becHuse i t wouldn't be sol1c\t1ng or receiving 
1n the United States . It would be voluntary 
oRyments to be received 1n England. Then aome 
fellow wrote to the ed1 tor or t he HHold Tribune 
And sa id he had had correaoondenoe with the 
Chancellor o f t hP Exchequer end he suggested 
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t hA t the check• e re made pnyable to the receral 
Reserve Bank or NP-w Yo rk fo r t he credit of the 
~ccount of His Br1ts nn1c MaJes ty ' s government . 
They have been getttng a lot o f checke. It 1s 
unlawful fo r them to rece i ve th~m, end t hPy have 
go t to ser.d them back . Logan would like to ~v~ 
the Br itish make some kind or a s t a t ecent eo t hs t 
the ~co~le to whom they send the checks w1ll know 
that in returning t he checks t he Br1tieh governoent 
RCQU1eeces the action Of t he bank, 

Nell, you two fellowP fix it un . 

Okay. 

Here 1s a letter about t hat thing I am going to 
t a lk abou t this morning . ( J.!r. An<l er4on, Deceober 7) 

All right . Good. Anyth ing e l ee? 

I have no thing else. 

'•le a r e s.t1l l we. lttng tor a decis1on froD State and 
Jus tice on how ~~ch 1~rovement ca n be made on 
eh1os. We e~ect t o ge t a dec1e1on 1n a day or 
t wo . In the meant1oe, we are hold1n& one t enker 
which put on a gun mo'..lllt. 

Okay. All right. 

That 1e all. 

.. 
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December 6, 1940 
10:30 a.m. 

!1£ SRI'I'ISK PIJRCKASING PROGIWC 

Present: 

H.I!.Jr: 

Pb1ll1ps: 

H. I!.Jr: 

Sir Frederick Phillips 
Mr. Play!a1r 
Mr. Pinaent 
Mr. Cochran 
Mr. Bell 
~r. '.l'hite 
Mr. Young 
Mra. Xlotr. 

I think Phil Young ought to be in on t his . 
He helps me on t he purchaaing end and he 1e 
up t o the minute on that. Have you any 
auggeatione as to the method of procedure? 

\fell, I came in the 1'1ret nlace to let you know 
what the f acta o r our financial ponition are. 
Tbey aren't easy to eetablish in a clear ra~hicn 
because ae you know we have got a purohaeing 
colllDieaion in New York, and we have got depart­
menta in London and they do their beet to keep 
in communloation, but it ie no t alwnye too easy 
in wartime. I brought over all the figures I 
could get in London, and we s pent the morning 
in New York yeeterday trying to get hold or the 
purchasing oommiaeion figures and I think it you 
give ue another afternoon we will have something 
run togethAr which we hope will hang together. 
What I would like to know ia the kind or 
information - general heads - that you really 
are interested in. 

I will tell you exactly where we are. Let ' s 
just wait one eecond until Young gete here. 
Here ie the eituation. Last Saturday, Sir Walter 
La~n --

(Hr. Young entered tha oonterenoe. ) 
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I th1nlr. I oan au11 up the e1tuat1on, TIU.e waa 
laet SaturdaJ. X.rton had been tjQrlr.'n& with the 
Seoretarr ot Var tor about a ~nth t o olear 
part1oularlr the ordnance program. 

Yea. 

Have rcu (Pinaent) a copy ot that? 

In addition to •a•? 
The thing c~e to two billion and 67 million 
dollars. 

Two billion, Mr. Secretary, included 110re than 
ordnance. 

Here it 18. 
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That ia it. Ia 1t two billion 62? I vaa tive 
ldllion wrong. For your intorsation, I put that 
betore the War Department, Navr, State Department, 
National Detenae, and Mr. Jonea, whoee capacity 
i8 lending. Now, we haven't given any anewer to 
the British Purchasing Mieeion on thie because 
the way we see the picture, going through until 
about June, betore we telr.e that order, the tinanoiel 
picture 1a that you have about two b1ll1on dollare 
worth ot orders plaoe4. Ie that right? 

That 1e right. 

Ia that r1ghtt 

Yea. 

Except that Ph11 and I have gone over it a little 
.are caretull7 since then and we do not have the 
intor.at1on wh1oh enablee ua to lr.now how INCh ot 
thh progrftll was 1n the program whloh they earlier 
preaented to ua. There may be a oertain aaount 
ot lt. Ve th1nlr. there ie a au~atantial amount ot 
double oounting or ovetlapping. 

Vell, then, that would be, I would aay, nu•ber one 
that we ought to t1nd out tirat, bow muoh are the 

• 
• 

• 
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orders and June 1 ie a meaningless date to 1111 
anyway. What are t he orders wh1oh the British 
Purchasing M1aeion ha•e placed in the United 
Stat eat 

Our record ia adequate on that . 

That uhould be shown, at least the reoorda that 
we baYe ehou.ld be shown to Sir Frederick. HaYe 
you got a figure? 
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Well, we have go t the order• they have placed, 
t hat pert or them whloh will tall due tor payment, 
and t hat 1a a total or one billion 600 m1111on 
dollars . 

Doea t ha t go through the ca lendar year or 141? 

No, that 1a the war year. 

What ia the war yeart 

The let of September. 

End ot August . That inoludee what has beP.n ' apant 
since the previous September. 

That doeen't tor the moment interest me. Alae, 
I think we - well, I think I would like to have the 
t1gure, the total orders placed until the)' are 
del1Yered. 

I ban that. 

What 1e 1U 

Two billion 299 million, total value ot what waa 
placed. 

How auob? 

Two billion 299 million. 

Call 1t two b1111on 300 •illion. 

That 1a the total • slue of order• alre&d)' placed 
ae or the let or »or embe r . 
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And that ie - I mean, ~nd not ;yet deltTered? 

ThAt includes the 958 million already paid on 
thoe e orders. 

• 
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Yee, but these orders are et111 to be deliTered? 

Oh yea. There hATe been eome deliYeriea on those 
ordera and eome pa)'lllenta made. There hATe been 
aome payments made and soma deliTer1aa made. 

Let 'a put it this v~y. They haTe placed orders 
aa ot NOTember 1 ot hov much, tvo billion? 

T1ro billion three. 

~o ought to get it as ot December 1. There ta 
no ranson why it should be a month lata. 

Tha t ie right. Wall, we will baTt that this week. 

Nov, two billion three, and there 1a a dovn pnymant 
ot how much? 

958 millton was paid to October 30, leaving a 
bal~oa due ot 134o. 

Nov, Sir Frederick, in t heea oonTarsQttone, do you 
vant to include Canada or anybody else, or Juet 
confine it to - -

Wall , when it is a question ot vhat 1s the rate 
o t lose ot gold and dollars on aeeats, Canada is, 
ot course, quite Tital, a Tar;y big item. 

I vould l1ke to include Canada in thle oonvsraat1on. 

I have said nothing to the Canad1ane about it or 
suggeet ad that they ought to be included, because 
I didn't know your mind on 1t. 

It ie eaeiar tor us beoauae the Brit1eh Purobae1ng 
Mission bare alao repreeented Canada. 

Yn. Let me say a word - would you lUte me to say a 
word on Canada nov? 

·. 

Regraded Uclassified



?h!lH ps: 

H. >I .Jr: 

n. !4. Jr: 

151 

- 5 -

Ve ry muoh. 

Well , since the outbreak or the war, we have been 
realiz\ng our reaouroes in Canada •• hard as we 
can and 1 t len' t a o.uee tion of oelllng etu!f on 
t he narket in that case bec•u•e it 1s both 
govern:'lents coo:lerl\ting , that 1s to say. ·;e 
haven 't got Bny or these delAyA due tO W~Ak stOCk 
m•rket or any thing or th•t kind, beCAuae tne nereon 
who buys our lnvestroent is t he Cto nAdi l\n gov .. rnoen t 
ltselt, and we hsd ln th e first year or war between 
U8 srrangeQeOt8 for - l n ter~• or J n1ted StAtes 
•lollara , about a hundr~d end 70 m1ll1on dollare 
o f our investment to th~ - 1n Cnnade to br r P,nllted 
and for t he firnt el.x 'IV>nthe or t h• t PC'>nd ye• r of 
wPr, we arra nged tor ~ughly 1~0 mil lion Vnlted 
St e te• dolla rs wor:h o f ou~ tnve~tment tn Csnndn 
to be realized, nnd thr •ec~nd elx months , that 
1• rroco February next t() the end of August, we 
haven 't got the t1gure yet, hu t 1 t will be up. 
You see, th~t the tlrs t yPAr ve real lted a hundre~ 
~n~ 70 mllllon dollarp end t hen in the next elx 
months a hundred and 40 mlllton dollArs, and t hen 
b months mo re will he aubetanti~lly the same , eo 
ln effect we e r e rePl\ting whet wR cnn in c~neda, 
orsctlcnlly a s t ar e.s 1<8 '>Osslbly can. In order 
to rerll t e our investments , v.e must send gold 
oteadily. On~ or the reasons, ot oourne, thnt 
commentAtor s often mios, t s s l m~ly t hat we oan no 
longer get a l ot or su~olles from France and 
Sc•nd\navls , p~d we hAVP go t to get them from 
Canade. \!ell, >:hen we got it t roo t here we P81d 
t or t t by exporting or lt1 eh ooel. Now we hAve 
got t o oey dollllrP. 'tie d'ln 't send cnrgos ot 
Brit ish coal over the Atlantic. They don 't wAnt 
lt. So that 18 t he C11nadtsn picture. 

They don't wan t the coal? 

Uell, no t llkP Prance and Scandinavia. 

liell , I think w~ hs.ve to draw the Canedian pioture 
ln because as we go i nto thi s thing, I t hink we wi ll 
find , well, to put it bluntly, it 111ay be easter 
to do some or these things t or Canada than 1t will 
be ror Englsnd, Jus t the way Layton eet up theae 
10 Divisions, presumably tor Canada , 70u s ee . 
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Nov, whAt happens to the~ attervard, well, that 
i a something alae again. 8o I maan, ve will baTe 
to, aa ve get into thia thing, nak Canada to giTe 
ue a oi cture ot t heir - tinanoial picture, and 
you may want somebody to come dovn here to be 
here Monday trom the Osn11.diM Treasury, 

\fell , Mr. Clark and ot oourae, Mr . Towers. 

I think Clark. 

He is very good. 

I tnl nk Clark. Ie it at all embarrassing t or you 
to cal< t o r th~? Woul d you rather have me ask 
r~r the.? 

I t hink it would cooe better from you, air. 

An right . 

I am sure they will be quite agreenble. 

\fel l, I wil l a sk tor t hem and t hen you clln back 
it up. · 

Yea. 
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Then the other thing, whi le va are taking in all 
tb1s territory, t he Argenti nas ~ve a tinanoi al 
mi eaion here and I asked the Argen t inian Ambaeeedor 
Prebiaoh, vbo ta here, whether anybody vaa talking 
to them a~out the English owned Argentinian 
no uri tie a . 

Nov , you haTe got two miaai ona oTer here. You haTe 
got D'Arcy Cooper and then Lbrd Wt llingdon, and t hey 
told me that they are not, tha t nobody is talking 
with their TreiJBUry o r Central Bank on that title 
a t thle time, and thh man Prebieoh has t he e•1thority 
to talk about 1t . here, in Waahington. 

Did he epeoity what kind ot aeour1ty? 

He ie going to g1Te ua a liat. 

It certainly 1e t he C"l~'~ that we are talking with 

• 

. . 
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them on the subJect of Arcentine railwa7•· 

He was only here 7eeterda7 and I aelted him very 
carefully and he eaid that - I told him I d1dn •t 
vsnt t u h e covering the e•me rround twice, and 
he ea1J no. Ie that right, Dan7 

Yu. 

And Eep11, the Ambassador, waa here. 

But we 
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Wel l, we can s ee t hem and clear tbftt up. 
t hought ve were nesot1a t1ng wi th t h ez on 
or Argentine ra11wa7e. 

the subJect 

Ir you are, t hese oen don 1t know an)'th1ng about it. 

'l'hat mi ght be. 

Ho mentioned something about t he nesotiatione with 
the Br1t1ah v1th respect to the uee or their sterling 
balancee ror recovery or acme or the rail W&Je and 
industrial&. 

Yee. 

Yea, you know Prebieoh ment i oned that to ue, too. 

( 'l'~leQ~one conversation with Sumner Welles follows.) 

:> .. 
• 

• 
• • • \o • 

• • 
• 
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Bello. 

Kr. Vell u . 

Henr7, how are JOUt 

Fine. luaner, Sir frederick ie here with •• 
now and the tiret thins that ooaee up that I 
brought up it the Canadian pioture. 

Oh. 

And he ie aore than wllllng that I bring lt ln. 
Be th1nkt lt would ooae a l ittle bit batter 
t or •• lt I aeked thea t o eend eoaebo4J down 
l ike Clarke ot t he Canadian Treaeur71 and lt 
70u and 111'. Hull think well ot it, I d like 
to haY& the Canadian Tr .. eur7 repruented 
hare and be here b7 Nond&J. 

I'll dO it b7 t elephone, RenrJ. 

You think lt'e all rightt 

Xu, i ndeed. 

Ve11
1 

we oan't Ensl and'• t1nanoee and Canada ' •­
the7 re eo lnteralngled that it would be helpful 
it t he7 did han eoaebo4J hera. 

I'll take it up b7 tel ephone and I'll eend JOU 
word. 

And eoaebo47 troa their Treaeur, rather than 
troa the lank ot Canada. 

Well, 7ou eucgeet Clarke. 

Xee, I know hla and llr Frederick aentioned 
hla aleo. 

x ... 

Thank 7ou luaoer. 

Be clad to *' u . Ooo4-b7•· 
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He will do 1t by telephone. 

Well, I am Just lay1ng out the t1el d. Canada 
11 very important, we think, Tho Argentines 
are here. We have got &<deal on with them now 
and we believe - it it ie a question ot the ' 
repatriation tor their own aeourity when it comes 
to buying it back, I have hinted to them that it 
ie perteotly poaeible thAt we might help thea 
tinanoially to buy back thetr own eeourit1ee, 
do you eee. 

I see . 

That 1e the hint which I hAve t hrown out. ThAt 
is where I come i n t he picture, our governaent, 
which ought to be ot inter eet t o you. 

Yea. 

Beoauee, again being very trank, it eome ot your 
purohseee 1n that way can be epread, you can get 
Rome ot the supplies, non-mun1tione supplies, that 
you need in the Argentine and eave all ot your 
dollare tor the very neoeeeary munitions here. 
We think it ia all to the good, 

Well , we come back. We have a figure here ot 
one billion 34o million net ot orders on hand. 
Right? 

Yea. Unpaid balanoe ot ordere. 

ThAt extende beyond --

Well, troa my standpoint, what I am trying to do 
here with the help ot Sir Frederick, I mean a date 
on th1e 4oeen 1 t help me any. That iR why I 414n't 
like that June date that eomebody gave me. 

The end ot June we ueed ae a -- • 

It doesn 't help me. Now, you people think t hat 
there ie eomo 4uplioation i n what Layton gave ua. 

That ie right. wa think a part ot thia expenditure 
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may be included in the program wh1oh Xr, ·Layton 
preeented. 

Now, oan t hat be --

A1rplanee part1oularly. 

We will have thoee unscrambled. 
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Well, I thought possibl y we might be the i nto rmat101 
trom Sir Frederick or trom Xr. P1naent. 

How about it, Pineent? 

I think we can probably do that. 

Yea, I am sure we can do that. 

You aee - let me juet give you mr eohedule eo you 
will ltnow where I em at, I have got to decide on 
our own f inancing Monday. The tira t time that I 
woul d be tree and und i eturbed would be Monday night. 

Yea. 

Bee? 

Yee. 

I mean, i t you would keep Monday night open tor 
working 

Yea, certainly. 

Would you keep that open? 

Yea, I will keep that open. 

Because we want to keep t hia t hing moving . 

Yea. 

And then you aee it 'I could have allot this and 
our people are available, I am meeting at three 
o ' clock Tueedey afternoon and again with the eame 
committee, the Secretaries ot War and Navr and State 
Department, at ~ioh time I want to report to 
thea 1oaeth1ng ot our oonvereat1one and the th1Dg 
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~hat ~he7 are doing h, the7 are Uklna thh 
ae1110randua o t Lr.Jton' e and tbe7 are going to 
go through ~ith tbla. I don't kno~ ~hetber 
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La7t0n kno~e th1a or not. And the)' are aaparat1ng 
~he lteaa ~hlch they reel haTe to be placed 1n · 
order to meet the t1me aobedule, JOU see. I don •t 
think Layton kno~a it. I don't think an)'bod7 
kno~a 1t. There are certain itema in there, unleee 
orders Are plaoed imaediatelJ the)' oan'~ aeet the 
~1me eohedule that )'our goTernmen~e van~a. No~, 
the GenerAl S~atr ot the ArwJ ie going ~hrough 
t hose and ~e ~11 then ltno~ ~bAt ~bay are and ho~ 
muoh the)' aaoun~ ~o in dollare, you aee. 

Yea. 

I don't think I.a)'ton kno~e that, doea he! 

No, not ae tar ae I k.no~. 

We haven't publ1o1zed 1t, but that la that ~e are 
doing. so the thing - 1t ~e could eaJ, "Taite this 
order, separate the duplioatione, the Canadian 
orders--• Ho~ auoh baa Canada got on order hera! 

~7 million dollar• worth. 

Ho~ muoht 

About ~7 million. 

Phil, I would work eoaebody beeidee JOuraelt da7 
and night to haTe thla ae ot Deoeabar l b7 next 
Monda)', ~11 JOU pleuet 

Yea. 

It meane 

The)' have made a epeoial ettort to get that , e1r, 
and the t1r~t t1guree appeared earlier. 

I think l(e ahould ban 1 t by Monda)' all right. 

No~, ~t 1e Canada' 

llouehl7, ~7 a1la1on. 

• 
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Ia t hat on orders , or unpaid? 

Th t s ia total orders. 

Orders? 

Now, I have no figure, I am ao rry to as.y , as to 
how much CIUlada has paid down on t hat. 

\1/Ulyou ge t i t7 

I can gt>t that . 

Are you :>aking n~ es on it? 

Yes. 

AU right. 

It • ~ems very small. 

Yea, the Empire breaks up into two billion tor 
Great Brita in, and the rest ot it is divided about 
47 million tor Canada, about 27 tor Australia, and 
about ) tor South Africa, an~ 17 tor India. 

How much is South Africa? 

Three m1ll1on. 

I would Just like t o be clear -n&t mentAl prccese 
you ere fcllovinb. You have got certain figures or 
orde r s placed. 

Value or o rders '!>laced. 

And then you have got thie bit of pn,er from 
Sir Walter Layton on the new program. 

That ls right. 

But you mustn ' t think that when you have go t t hose 
two things , you heve exhaueted tho position. Take 
iron and steel, tor instance; I believe they placed 
order s 11bout t hree months ahead. So what you heve 
got in your figures or orders plAced t or iron and 

• 
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s teel is about thrP~ months ' eupoly. But t hen, 
ot oourae, as that t hree months advanc~e , they have 
go t to plaee fresh order4 t or iron and steel. 

'l'hn t ie correct , 1t' you w1ll incl ude that eCI't or 
thing t hAt you are tal king about, and you run the 
total va lue or additionAl orders tthich My be 
placed up to elmoet four b i llion. 

I juat wanted t o mak~ the ootnt. 

Yea, I have that on a different f igure. 

Wat t a minute, Philip, carry me along, too. The 
ftgure that I vee carrytng roudbly, Layton said he 
wnnt~d to place an order tor t..o billi on Jll(l• e. You 
eai~ beside that, there was ano ther two billion, 
you thought . 

It wo n 1 t be quite t hat Much. It ol'l. l l be eor.tewhere 
around a billion, ~robably, or add i tion~l sturr. 

'/ell, I think that we ought t o check with Sir 
Frederick. I think when you talk ~bout t he orders 
thAt you went to plaoa, August 31 1e a perteotly 
good dAt e . 

Yea. 

'Tel l , I :nesn it we can think that !t~ r Ahead thet 
is a l ifeti me. isn't it, the way thlnge are going? 
Is t hat your year? ThAt i e the way you date it? 
~ell, I think it we can have t he edd1ttonal orders 
that you can see that you want to place so ue can 
get • total figure. 

We can do 'that. 

Otherwise we have an onen end ln which some t hings 
they place threP months in advance and some things 
a year in advance, and eo on. 
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No, I think i! Sir Frederick could say, "Now, look--' 
I mean bv the ttme we meet Monday night, I would 
like tQ have what Sir Frederick reela the irre­
ducible mini~~ is that they have to place in thie 
count ry, order e and deliveries between nov and 
Septe2ber 1, ·-1. Ie that the date you havet 
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Certai nly. As I eay, we will giYe you a liat o r 
the orders we t hink we haYe go t to place, 
d iatlngu1eh1ng and separating out what you haYe 
go t in th1e table. We will giYe you the total 
nnd then ahov you how much in that time. 

That is right, and then you atart with the figure 
which ve have here , wh1oh ve t hink 11 right, we 
don't know, but aa or today you haYe orders on 
hand whioh will coat you in new money one billion 
3110 m.1ll1on. 

That 18 right. 

TMt will be brought up t o date at once. 

By December 1 t 

Yea. 

And then we will i nclude Canada, 47 mil lion; 
South A!r1ca . - 50 odd million or whatever it ia­
whatever the colonies are. We migh t as well bring 
them all in the pi cture. 

8o much r or the orders. 

There is Just one other queation that comea into 
that pi cture also. Included in t heae atatement a 
that can be segregated i t neceaaary, are t 1gurea 
t or ordere placed tor the Br1t1eh OoYernaent 1n the 
11n1 ted States 'tut outside or the British Purchaaing 
Coam1ea1on. 

'1'ha t 1a anothe.r headache. 

Yes. 

On wioh we have no atr1nge. R1ght' 

They do not go through t he Br1tiah Purchasing 
Comm1aa1on but they know ot them and report them 
to ua. 

160 

Well, we could g1Ye you a good ehot at thoae t1gurea, 
anyhow. 
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There may be additiona l orders t hAt t hey don't 
know about. 

lie hnve been Judging t hoa e chi efly t rom th~ past, 
t hat 1e , each month we have been r evis ing it, 
rev1•1ng t heir st a teme nt s tor the f utur e on the 
baa1s I) ! wha t purchases i n t he pr evtoue mont h have 
been . 

Yes , I oan give you a figure t or thoae, I t hink, 
u~ to any date you name, A~~js t, but I shoul d 
ttnd i t di ff icul t t o sive you 8 fi gure month by 
mon t h . ~he Br1tt sh Purchac tng Ht ssion cer~ot aake 
est imAtes mont h by month. 

No , we haven ' t made ~onthly oet tmates , but we have 
ad jueted our who l e esttmate on the bas is or t hose 
monthe ' changes. 

Ar e t hos e privat e purohaeee or ofti oial? 

They are purclul see t hAt do nat come through the 
Br i t ish Purchasi ng Agent. 

Ar e they otttoial purchases or nriva te? 

"oth. 

•t ell, we vru ld want to incl ude t hoae , wouldn' t we, 
D&n? 

Eell: 'iel l , they a r e par t of t he dollar r equ irement s 
ot t he British E:pi re, ottset by whatever we 
purcbll ae. 

H.l!, Jr: 

\lhi t e: 

H. V..Jr : 

'./ell, t ha t wcu l d take in all the t err i tory on t he 
spendi ng aide, woul4n 't it? 

Yea. ThAt is the onl y two 
vo 11110" service items , ot 
tlu" ie, wbich ve do . 

Nov, on the oredit aide. 

aides they have. I t 
cetera, to be trellted, 

• 
On the credi t aide. Do you want to know bow many 
<lollara we bftve &Ot o r hoW 11tt1et 

' 
• 
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And the marketable eecur\t1eA in !lev York and 
wh~t else? 

'.fell, ~-hat ~<re you goinK to do llb<>ut the properties 
you o~m 1n the ~n1ted Btateo, which seems to bother 
A lot of peoole? 

'.!ell, !lny time I can gi v~ you some sort o~ r~>.ttonal 
stAtement about ~hat. I don't proteeo to rAve got 
11ny very exact !1goJreo beclluat, o r course, t hese 
thin6& hB·ten ' t go t tl:e oresent &1£e Clllrket \'nlueo, bu t 
my generPl i opresa1on 1P thPt there 1s " whole he11p 
ot t hea vh ich re.,reeent whatever - >then out on a table, 
r epresent nothing more thnn " eell1ng esenc y o r some 
Br1t\oh ~r.et1tut1on, like an tneurance co~~ny , 
and no doubt they have a conotdorAble vAlue while 
t hey ere attached to tha t ~rticul~tr insurance 
comoany, which hae made a world wide reputation, 
nnd wh,q t t heir selling vlllue 1e, I Und it dit!icult 
to eay, because once you eeoarate 1t, it 1a nothing 
mo 1•e than an office building ~<ith ao:ne furn iture 
\n it. There 1~ a whole henp of thet. Thnt te one 
of the t hings >nich make it d11'tioult to eetimnte. 

llell , we have a Hat and you and I have always b~en 
very frank with each other and oave a lot of time. 

Yea. 

There is a defin!te f eeling, you eee, that - well, 
thAt thins has - the bualneee men 1n England, 
let us eay - are they 3er1ou~ enough 1n this thing 
that they feel they ~ant to pnrt with their holdings 
ln the United Btatee, which err sAlable, et a rair 
price. Now, there i s quito e strong feeling about 
th11t. Now, tor ex11mole, the one they keep throwing 
At me all the time ie - whAt 11 tb1a rayon eoapany? 

American V1aooae. 

Thero aren't a long etrlng or peoule waiting to buy 
t lll\ t. 

I don't even know what 1t 1e. '.lbBt do they make? 

• 

• 
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Rayon. 

liell, we have people, tor inetanoe, t o ment1on 11 
name, like Mr. rorreet~l, who i e Undereeoretary 
ot the Navy, and who wae p resident or Dillon R~ad 
one or our b iggeet housea. Ke 8aye that those 
particular ones t hat I am ment ioning could be sold 
readily, very promotly, and at a very good prioe. 

163 

And with the result t hat you get a complete monopol:r 
set up in the United State8 t or t he manuraoture or 
rayon. 

Well, t hat I must say !en ' t ootiva t1ng us. After 
all, the bue1nees i s here nov. But what 1s in the 
mind or our ordinary oit 1~en ia that England :ret 
h&en' t gone t ar enough that ehe 1a willing to part 
wi th these businesses 1n the United States 1n order 
to puraue t he war. You ma:r reel that we are moti­
vated by eel!ieh reaaone. I don ' t think we are, 
but you eee, right f rom the beginning, going b&ok 
t wo or three years, our people in our Emb~eey 
advised me in London that the Engl1eh businessmen 
would never part with t hese, and up to date , they 
haven' t. It ia a matter or - well, oonvinoing the 
aeneral publio or the determination, or Juet how 
tar the English businessman ie ready t o go. It 1a 
a psyohologio&l matter a8 muoh a8 anyt hing else. 
I think ;rou ought t o know about it. 

Yea. 

Beoau8e it i8 pretty widespread. 

Yes. Well, it does mske some difference, doesn' t 
i t, whet her t he poaa1ble proceeds pay t or six 
monthe or tor 11x daya. I am quite oerta1n that 
there 11 no - I am quite ready to di 80UII 1t, but 
I am quite certain t here il no aalable value in 
theae things vhioh 1a &nJ va7 illportant. 

Well, I 8111 not oon8oioue or any eerloue errort 
being made to tind a market tor the8e bueineeee8. 

Well , or oouree, it il poaeible t o bold the view 
that it one. holde a ver7 large quantity or the 
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very tinest mArketable American eeour1tiea and 
tinde he ia unable, aa we haYe been tor more than 
aix months, to diepoee ot thoee at a rate or more 
than S million dollar• a week, Yery likely we 
ehall be able to diepoee or - I eay, the tiret 
line or tire ie quite obviously the marketable 
eeouritiea in the atook exchange. 

Your man who 1e handling thAt hae retuaed to talte 
any advice or the United States Treaeury ae to 
how he should proceed. 

Has he been gi•en some? 

Oh yee. I had lltet1nge here with him and the 
9£0 bAd. We have spent a lot or time with him. 
He haen't once taken any adYice that we have 
giYen him. Not onoe. I neYer eee him any more. 
It 11 a waste or tille. So when you eay you oan 1 t 
market more t han three, it he prefers the adYioe 
or J, P. Morgan to the U. 8 . Treaaury and the 
Seour1tiee Exchange Oommieeion, that ie hie deoiaiou, 
but he doesn't want our adYioe. 

But would you advise hill to eell now at a rate or 
more thin 3 or eay 5 million dollars a week, 
irreepeotiYe ot what happen• --

I don't know, but Juet take one thing. It waa the 
opinion here or tho .. who are intereeted 1n the 
t1nano1al end that ae they completed the eale or 
any particular 11at ot eeour1 t 1ee, that they aay 
flO . We thought 1t would help the •rket. They 
wouldn't do 1t. va relt that eome or theee 
buaineeeee would buy their own eaouritiee. He 
thought not. I oan 't re .. aber all the i .netanoee. 
Row long ie 1t, Mr. Pineent , eince he bae bean 
he rat 

I ehould eay Karch or April, Mr. secretary. I 
think he arrind here in February and wae down 
here two or three t ime• 1n hie t1ret month, and I 
t hink he baen't been here einoe • .. He ball' t been here e1noe eerly epr1ng. 

Mr. Prank, the Ohairaan of tbl 810, and I, epent a 
• 
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lot or time with h1m and got Just nowhere. 

I can't help thinking, nevertheleaa, w1th respect _ 
in tact, we pushed vigorou8ly the aale or securities 
and any time, June, July, August, September, the 
laval of security prioee in the New York market 
would have gone down much below what it did, had 
we pushed it further . 

Well, you see the trouble ie - one ot our troubles 
w1th our market ie, everybody knowa that you want 
to eell but we don't know- t he oublic doesn't 
know which securities you are out ot. 

I don't think we hAve run out o! any securities 
yet, !-!r. Secretary. It Just doeen't seem possible 
that ve could hAve. 

I am Just mentioning. I certainly have no - would 
have only the moat friendly interest in the advice 
that I give and where my advioe wae disregarded -
not only mine, I mean the 8dvioe ot the Securities 
Exchange Commission, how much or how little could 
be done or what you hAve le tt or what you haven't 
got left , I mean it is - I am bringing to your 
attention the things wh1oh have lett a bad taste 
in my mouth. When I say my mouth, I mean I am 
talking t or the other people who have to do with 
this thing, and that does not apoly to the British 
Purchasing Mission because t here we have had co­
ooeration and I think we have been able to render 
them a lot o f service, but on the accumulating or 
oaab resources, the coopera tion we ottered wae 
bruehed aside. And I want to le t you know Juat 
how - tbla is bow I reel. 

Yea. Well, it there was a ballet that we could now 
accelerate the sale of those securities, that is, 
ot course, very valullbl e; but we llllletn 1 t be blamed, 
it, aupposi.ng we took that advice, the effect ia -
the result is an unfavorable etteot on the general 
level ot securities in the United States. My under­
standing is they are selling 10 as not to break the 
market. It ie quite possible they have sold enough 
to prevent a recovery sometimes, but they have 
n .. er done enough to actually push p rices down 
b41rily ae a result or their eelling. It they are 

1.65 
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to eell more heavily, it aeems to me thPt they 
wll l push prices down. It ia a question or 
Judgment. 

\loll, when we g1ve advice, we h~ve got to assume 
l'Sspone1bil1t y. I appreciate that, 

F.xactly. 

But it I tolloved t he advice ot Wall Street on my 
Government F1nP~cing all the time •• 

You a pnrec1a te sir, don ' t you, t hat Gi t fcrd i sn't 
do1ng all t he selling by any %C8ne. A certa in 
orooor t1on ot these seour1t 1es are cell ed - h8ve 
been called up by t he British ao.ernment and Gittord 
i s looking a fter them, Ot hers we haven't called 
un and are still 1n t he hande ot t he private ovnere 
and 1t they are sold tor dollare, the ~rivate owner 
g ives the dollare to us. Last year, right dovn to 
l·lay and June, the nr1 vate owners were selling 
\'i thout preesure. Mind you, that dropoed ott. 

Well, I am frankly out or touch with 1t. I have 
loet int erest i n it. I spent an nwtul lot or 
time with t hoee peo~le, an swtul lot ot time. So 
did the S!:C people, and I don't know how ouch they 
know, but I am just out ot touch vlth it. I have 
got eo much t o do that where my advice ie unwelcome, 
I am not going to pureue it. I just don't know 
wh8 t they have done. I dQn 1 t know how they do it, 
I haven't discussed it. You (Bell) haven ' t 
menttoned U to %e. 

lfe get the figures regul~~rly. 

I ses the totals snd I get the figures once ·a 
week on the net position ot England, but with that 
exception, I mean, how t hey do i t or what techni que 
they uae or what they sell or what they have got 
lett or what t hey have sold, I don't know. 

The tigur ee we get ~at represent the weekly ealea7 

lh get weekly the aalee t rom the other aide and 
daily the aa l ee 1n New York. 

• 
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But I haYe Just loet intereet in the technique 
thAt they are ueing. I haYen't loat interest in 
the reaulta, but I haYe 1n the technique. I mean, 
Mr. Gi!!ord moat likely ie very amart that be 
didn ' t follow my edvioe, but that ia that. Well anyway, 
I don't know bow we got otarted on th1a. I take it 
by Monday night we can h&Ye a compar ison ot the 
figures that you are bringing over with whet we h&Ye 
nov aa t o the gold, aeourltiee held 1n thia country, 
t he Canadien picture, as we heYe. We will abow 1t 
to you. The picture - your ploture 1n the Argent ine, 
Md I v1ab you wuld heYe a look At thla rranch gold 
1n Canada. Six hundred or 650 m1111on dollars. 

Yea, I t h ink we can tell you about that Monday 
night. 

You aes, the reason that I am aaytng all ot these 
tb1nga ia tb1a. I think you will find the disposition 
on the part ot thie government, that we are going to 
have to find some way to supply you with what you 
need, you eee. Some way baa Juet got td be tound. 
Now, t ha t ia good while on t his aide. Now, you will 
make it l o t s easier t or ue t o t1nd the method to 
supply you with t he arme t hat you need it t hese 
th1nge which I have mentioned here in t he laet 15 
minuteR could be cleaned uo ao tha t we can t ael 
that on your part you are willing to go t he absolute 
limit , you see. 

Well, I wi ll be will i ng to aee whe t I can aay to 
you on l!onday. 

Good. 

But I must try to remcYe an 1mpreel1on t hat baa a 
di rec t numerical relationship between the t wo 
t hings you menti oned, the ooet ot supplying me.ter1el 
on the ecale which ia necessary to any early con­
clueion ot t he war, and the Yalue ot tbeae aaaeta 
you haYe been referring to. There ia the aame sort 
ot general rela tionship between, let ua aey, 50 
deatroyera and a number ot baeea. One ian' t 
comparable t o the other. The ecale ot the tb1ng 11 
completely different. 

But you heYe got to baYe a good eetting tor thil 
thins. 
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1 quite agreP with you, but --

And you ~ve to have a good setting tor the destroyer 
base thing, which we have got, o.nd it you remember 
going back on thet, when we. first asked tor a base' 
in Trinidad we were told that we could ho.v•, I think 
it wns a hundred yarde wide, running a parallel 
length t o the presen t air field . That ie what we 
were tirat offered, as I remeMber. 

You heve the advantsg .. fJ t me. I am not tam1l1ar 
with lt. 

I th ink t hat 1s what we were otter~d. From t ha t 
we ~ent to wr~re we now have At Jamsica - I am not 
familiar with the one at Trinidad - we have got a 
b~y t here about 25 m1lee wide that can take all the 
fleets or the world. We atart .. d with a s trip a hundred 
yarde wide, and ended up tt1th what we have g>t, Md 
I don't kno11 ho >r you 1>eoole teel. Over here the 
feeling is the best on that transaction. There is 
an excellent reeling, and 1 have Just be ~n down 
whe1•e I have seen - but we certainly - eo I hAve 
pointed out the possi ble points ot f riction which 
exi st. today. 

Yeo. 

Which t t they could be removed, 1t would make it 
easier for uo and tor you. 

\iell , or cou rse there ta &leo on our e1d .. , I think, 
a little - that we can ' t abaolut .. ly di sregard our 
position after t he ~r. As you know, we are strong 
advoca tes o r liberal pol 1c1ea o r trading, extending 
<'Ontrole and that sart of thing. We have been driven 
t o 1t by force a nd circuMstances. At the same time, 
1t io becaus e much or o~r cash baa been used up 
in the war en~ ou r balnnco of payMents to the reat 
ot the world has becoMe inoreas1ngly and permanently 
untnvorable, wi th ~ioh we will not be able to follow 
the kind or trade policy wh1oh otherwise we should 
have the gr eat est des i re to do. Af t er ell , we r el y 
on oomf! o r these f oreign 00 •eeeeions tor rood stuf fs. 
It we include soMe cL them the t are un~~bla to pay 
tor rood stut ta, we have got to, or course, have exports. 
and have got t o trade on a pollcy that circumstances 
compels ue to. Ve mustn't l ose tha t asnec t completely, 

. 
• 
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which i& certainly t here tn the mind or the British 
Got ernment . ~lind you, we are na deeply ae the 
Un1 te4 States in favor ot --

\fell, ve haven 1t lot t track ot the magnificent tight 
that you are putting up. We are oonoct~u~ ot it 
every day·and again, I kno w I am covering the same 
t raok twice, but the tact that no move has been made 
that I know ot, even to try t o sel l , eo~e ot the 
Englteh held compeni~e in t he Uni ted States - not 
in some other - not in Shanghai or Hong Kong or t he 
l'.11lay Straits or some othE>r place, but in the 
Uni ted States , raise' a doubt 1n th~ minds o f acme 
ot t he oeo t>le here. I knc> w I have said 1t about 
thre~ times and you have anowered me, but I want 
to leave tt there. And the Pres i dent i s perfectly 
coneoioue o t this, and the path that you end I have 
t o go down while you are here 1e extremely d1tt1cult 
and I want all t he help that you can ~ive me to 
remove these doubts, you see. 

Yes. 

To r emove these doubts. 

Now, one other thing. Mr. Bell will see that between 
now and Monday, nny information that you want or 
the matching up o~ information, getting ready tor 
this - will you and 'ihi U And Philip Young and 
Cochran see to it. If Mr. Philli o s could look t o 
you it he wants anyt hing. You (Phil l i os) can Jus t 
aak llr. Bell, eo 1t you need anything tron ue --

Y~e. 

169 

One other thing I would l ike you to be thinking about, 
and I ' would like your advice on. We are giving very 
eerioue thought here to treezing all the aeeete ot 
all oountrlee. Naturally, in the oaee ot England ana 
Oanada as our triende, we would make it Ae easy ae 
poeelble, but I would like to get trom you as much 
1ntoms.tton aa you have on what you think Ger~~&ny 
s.nd Ital7 are doing, tor lnetanoe, through Switerland 
and Sweden, you eee. How muoh oan you give us on 
that , beoau1e we reel tbat they Are dotng a great 

I 
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deP l through SwitzerlencL Which ie the particular 
bank, llerle, they are using? 

Swi ea Banking Corpor~tion, Credit Bu1eee. 

lfubt do we think they are doing in gold and doll&rd 
t hrough Switzerland? 

170 

Well , there are dollar trenaeotione paeatng through 
thnee banks, and, or course, eo rer they are entirely 
lesel , but w~ are interested in knowin~ ~ld thAt 
~ay be exchanged t or dollara through Switze rland. 

4ell, I had that subJect in !!lind to raise myself, 
oo~ethlng related t o that subJ ect . 

\/ell , whenever you ere reedy, I a m ready. 

Spain and Portugal owes England nine millions of 
gold, to my knowledge, and hse eold to the United 
States 14 millions i n the last rew week•. I don't 
know where that 14 millions came trom. 

\fell, I em ready to d1scuee that whUe you ere 
here, end as I eay, anything that you can givP ue 
on that, your trank comment, whe ther you think it 
would help or not help t or us to treeze everybody, 
you see , and that takes in the Par Eastern situation, 
t oo --

They have given us a memo, Mr. Secretary, on the 
Far Eastern s ituation. I have paesed it around. 

Well, I haven't got t o 1t yet. 

Nov, what do you th ink? Have I laid out enough 
work tor everybody trom nov until Monday night? 

I think you have. There i e one other subJeot I 
think you will diaousa wi th Sir Frederick. 

lih&t ie that? 

That ls the Chinese situation. 

Chinese? 

... 

.. 
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\I' ell, you want to do tha t t8irly eo on. 

lie will , 1n the next tew daye. 

• 

We are about to enter into a atabilitatton loan 
with them. 

We had a loan with them already, 

So we unders tand. 
that w1th you, and 
t or fi nancia l a1d. 

We also want ed to d1acuaa 
we understand t hey asked you 

I th1nlt 1t was Am'blleeador Lothian told me they 
were considering oaking another 25 million doll ar 
loan. 

Yes. It is reported in the report we have, 5 
m1ll1on pounds. 

Tha t ia keeping it in sterling, i sn't it? Thay 
can ' t use that sterling to buy doll ars. 

Frer eterl1ng? 

It could no t be made un l ese ~ome arrangement could 
be concluded which would make it cease to be tree 
sterling. 

The report we have received was with resp ect to 
t wo separate transactions, one o r 5 &lllion pounds 
to r ooas1ble purchases and the o ther vae tor 
monetary purposes. Which do you r efer t o vhen you 
aay --

The !1ret part, the 5 million t or purchases, I 
underatand ie dependent on the question ot whether 
we can supply goode to China at once. The second 
part , tor stabil i zation purpoeee , ia, I understand, 
deoendent on an arrangement which will cause tree 
sterling t o cease to be t ree eterling. 

It 1e complicated. lfe would be able to see t he --

• 

• 
I • 

I • 
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There is no ide~, I am quite sure, ot gi ving them-­

\/ell , you ,,-ould l1ke t o dhcuoo th"'t, wouldn 't you? 

Yes, and we would li~e to discuoo also 
conatl tution or the nreaen t comm1ttec . 
hnvc t o do that now. 

the 
lie don 't 

You 11111 have t he oroblem of tUl1ng in your 
new Stebtlization Committee r.1th the •xistlng one. 

That l s rtght, a nd 'llPo, we have 1nai,ted that we 
a re going t o have - eend ~ ~~n over t here t o 
administer it . That io a bald wa7 o r outtlng it • 
• ;e wlll hPve t:> s11ve :::hlnese r ace some way. 
!lo t only t t is money, but our EXt>ort-I:nport aoney. 
Hr. Jont>s has asked me to ta~e care o r that tor 
hlm, too . So we would like to know how you lleo ple 
do lt. Is t hat right? 

That is right. 

'·lhot else, D!\n? 

That l e all I ha ve . You have outlined enough 
to think about for the next three days . 

\/ell , I juet don't want Sir Frederick to be lonesome. 
Merle? 

I just want to let you know thAt l<r . P1nsent had 
anticipated a little o! that on tho Stabilization 
Fund or China. He hae given ua 11 memo ..-h1ch 
E:d ant\ I have mde &vailAble t o !lr. Bell. 

H8rry? 

I think thet 1s enough. 

Ph1111o? 

Not n t bing. 

How about --

'.fell, I eort or reel Mond8Y ie a long way orr. 

. 
I • 

• 
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I think we will t!'J to pt in tovch with 
Mr. Cochran to110rro~ juet to aua aure you 
hann' t thought of a lot oeora thins• 70u want 
to know. 

Ptlrdont 

I eay we will get in touch with Mr. Cochran 
to110rrow juat to Ulta aure there 11 noth1ns to 
get Nady tor lfondq . It will taka 111 a 11 ule 
time to gat t~ figurea troa New York. I will 
juet ring up, it I may. 

All right. And we will t!'J to haYe the t1guree 
a e of December l, the big tiguree. 

Yea. I h&Ye done eYeryth.ins I c.n to get thea. 

Now, aa tar ae the preea ie concerned, I am saying 
nothing. I don't know vhether you haYe noticed 
what I eaid yeeterday about 7011r ooaing. You han 
alway• handled the preee •ery well • 

• • 

• 

• 

• 

• 

• 
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R. M.Jr: 
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B.M.Jr: 
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Bull: 
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8: 

B.M.Jr: 
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H: 

H.M.Jr: 
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B. II. Jr: 

B: 

B.M.Jr: 

8 : 

B.M.Jr: 

Rella. 

lleoretai'J Bull. 

Bello. 

' ' 

Cordell, Be111'7 'alkiq. 

Yee, eir. 

Deoftbu 6, 19110 
11: 51 •••• 

174 

t• .. Jun t1n1ell.e4 wUh ., tiret .. euq With 
llir f'looe411'1ok ftlillipe. 

Yel, I'a IQ1'I it wae intereltiq. 

( LaUCb.e). Bu' ltin4 ot 'ouch coiftC. 

lbaU 

It wae lt1D4 Of 'Oqh piq, 

Ob, I be,. 
Jow, ne~ !ue1481 •' ) o'oloolt we're ~•lftC 
the ... , lt1114 ot ... unc wtaioh •• ha4 1••' 
fll1148J 1D ftioh Vellll I'IJ)I'IIIDh« fOil. 

111, hi aM fl11 al'l pl'epu'l4 ~ 10 OYIJ' apiD. 

low, lt fOil W&Dtl4 ~ ltftOV antthiD& .. , took 
plaoe ben beton t .. ldaf, aule OOohl'aa 11 •' 
fOV .... ~oe aM Will H Cla4 ~ oall Oft fOil• 

All l'lpt, I'll be clad tor Ilia ~ ooae OYII'. 

oa14 fOil lUI Ilia to OHI o .. J't 

IM!l. t.tl Ilia ~o oaU liP ., te11ov1 an4 tilt 
a u ........ I - Calk to Ilia • • lo theD I waC fOil CO ltDOW • • • • • 

fell ..U I'U appi'Hia'' U YII'J .uoh. 
I 

• 
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s.x.Jr: 

R: 

a.x.Jr: 
B: 

-I-

I'll llaYe lorlo ..U •11 U4 UMe lie .. -. 
O'fOI' ad 'IU 1ft ~lJ ... , WOk pluo 
ualo •l'll1•· 
Ioo. Well , ,._. 7011 10 a!Mil, BOIII'J. 

fllult , ••• 

, 

• 
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Well, clO fOil ltftOW bow tbl Dll .... - tbroqb a 

the •••eap oa111 tbl'oueb tbat llo1111n wae 
trf1RI to lit Dl. 

Jo , e1noe the D1pt lletore lan. 

Well, now, that'• ••1'1 peolll1ar. I n•••r got 
the •••MC•· I diiPl:r bear« tbat Xonnet •• 
ti'J1DC to a•t tbroup e4 I 414n 1 t apeak nth hi a 
e1ther the 4af ~etore fleter«&f a 1n taot, I 
bann't talke4 With bia ~mUl toft1cbt. 

I tboupt f01l 1 4 IOnl biP..bat on Dl, 

X;r Go4, I •• Ha~ ••1'1 wonh4. I onl.J 
laame4 about 1 t t an holll' AID· lo ••• .... 
oaae tbro~ ¥batao•••• a~out JOIII' 0&81, or 
JOII ltftow I 4 ba'fl NO on. 

I oan I t IIA411'Uan4 1t a I clOD It know baoau•• 
the operator a fOil Ill, I pllt 1t 1n the n1pt 
MfOI'I laat an4 tben tbe:r .. u that a tbe1 
oalle4 •• at .,. bo••• at twentJ a1nut .. or 
•• .,. an4 11&14 - 111 tha •mlq - u4 .. 14 
oolll4 I tlll.k than a bellot 

I n•••• ba4 that ••• ... •• B•lll':t'· 

An4 then I 11&14 ftl'l , I'll tlll.k an4 Ulft I 
lOt OD tbe w1J'I aa4 tbeft t~ 1&14 f01l 14 left 
e4 lan D1Pt tbef 11&14 f 01l 4 tlll.k at au ..... 

Well, BoDl'f, fOil aH wbat bappene4, .,. .. OI'Itar;r 
..... ,tiD~ tbeao aea ... ea aa eoe'nl trOll 
louet an4 the polnl wa tbat tbl •a .... • 
...,.. ~ .. lato the ott1o .. ot Anlaur 
W1 tb wboa be wa aeaoe1atl4 aa4 ldlal bal 
bappne4 I ... aae - 11 thai the telepllone 
111'1 ln lllal .,.....,... baa J•al .... an 
aaa...,uoa thai u wa lloiUiol 11lnea4 •t 
lloi'IW'' 1 • 

tLc·+•). 1fe11 - • • - ·-- ... 
~ • • 
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I aeeure JOU ae eoon ae I l earned or the thing 
I iaaadiatelJ put in a oall or oouree, beoauee 
I'a 'flrJ anldoue to ba'fl a wor4 w1 tb JOU. Did 
JOU ba'fe a good trip? 

Ver7 good. 

Oood. 

Row are JOU? 

I'a 'fer, wel l . We ba'fen't bad auob blit~-etutt 
einoe I oaae - ni gbte 1n wblob there baa been 
a goo4 deal or tiring but no thing veey bad, but 
t beJ pr oal ee ae tbat I eball get a lit tle 1n 
the next 4aJ or two beoauee t he aoon ie ooa1n& 
up. 

'!'be wbaU 

'l'be aoon ie ooaing up. I t t he aoon coaee up 
theJ are eure to giYI ue a good ebow, I underetand. 

You're eure what daJ the aoon ooaee up. 

Well, I aean - JOU eee the moon 1e out tonight 
but tbeJ won't ooae until it ie a little tull er. 

I eee. 

'l'b17 ooae but tbiJ don't - t here are a •er, tev 
ot thea. You Juet get a taw at a tiae. 

Mow 8J pUl'pOII i n oa.lling JOU up vae t o tind 
out Wben are J OU ooainc baolt . 

Wel l , Renr,, I aa ooain& baolt , it I oan get 
i t eettled, on the Clipper the 16th. 

Will, that'• an avtul lone waJ. 

Well, I tell 7ou, I ba'fl bad a terrible rueh 
here. lCou eee I loet two 4aJI - three da.Je in 
llev lCorlt, two 4aJI 1n Bermuda and ,... 4a7• 
in Liebon eo tbat I'•• onlJ been here a 'fer, 
abort tiae. Nov, I aa tr,in& t o aoouaaulate 
and set prepared - and I aa determined to set 
1t and I th1nlt nov I will set it - a pioture 
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of tile to\al 11 tuaUon alone \he Uaee fOil 
aa4 I ba'l'l 10 Of\111 \alkt4 10 \bat I oaa pa\ 
1\ before f~ •• a ~lett p1oturt of Wbat 11 
DIOI .. aJ')' • 

. Will, l'l'll'J,P1DC 11 PI'IUf Will 101'1'14 IIOW. 

Y11, I wat Jill\ btar1nc \bat to4a.J . I wat 
'1'11'7 worr1t4 a - o~at u. 
Y11, Will, \ba\ 1 1 q I 1 8 oalUnc fOil. 

Well , RIDI'f, I 1
8 woriUnc 16 bour• a 4a7 on 

gett1nr tb1a tb1aa ooaplete4 now bat I 40 
tb111k 1 t 11 laportaat tbU I br1aa t o fOU 
wbtn I 0081 a llltf1011DU, oll&l' p1otare • •••• 

Well , don't 7011 tblllk 7011 oapt w ba'l't ~Mil 
oo.e ballk 10 be oo1ll.4 br1nr 7011 11p t o 4attt 

Y11, tbt7'n oabll4 b1a wn1pt aiiUaa b1a w 
0081 baok not later \ban Kon4af. 

Ytab. Wall, I 1 '1't been at work. 

Yoa ba'l't, tb. 

Y11. 

II U belptlll., Btlll'ft 

Wbatt 

It tba •1~t1on balptalt 

Well, U woa14 bt balptal to ba'l'l La7\011 10 
baok to LoQdon. 

It I lit fOal' po111\ I p\ \bat ataeap. 
•••· that ~· to .. W• aturnoen. 

Yo. 414 11' \bat 811 ... tt 

'!'bat - to .. tlt.11 afternoon. 

CloM. 

Yoa 

J P' U 111 U1rH tli'MUODI \hit aneneea 
fw .. fll'l& ..... 

1?8 
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I eee. 

And aleo heard at the eaae tiae that 70u had 
been calling ae. Beef 

All right. 

179 

Well, now, Henr,, I wlll get awa7 ae quiok17 
ae I oan but I aa terrlbl 7 anxloue to bring 
with •• thlnge i n prett7 cood lhapt ae to 
wbat the whol e picture 11 inetead ot all theee 
fitful feature• we'•e been dealing wlth eo 
often. 

All right , Arthur. Well, take oare ot 70uraelt. 
You know how I feel. 

I'• looking f orward treaendouel7 to eeelng 70u. 
How le Xre. Morgenthauf 

She'• fine, thank 70u. 

Good. And, Henr7, will thine• be all rlgbt, 
do JOU think? I aean, oan thinge be worked 
ouU 

Well, I'm hopefu.l. 

Good, good. 

I'• hopeful, but lt would be ••rr ueeful to 
haYt JOU hare now. 

You know I real l7 feel - I'd lOYe t o be ~here 
beoauee I think I'•• got a better picture 
through haYing ooae o•er. 

Wel l, J OU eee, there ' • nobOdJ I oan talk to 
here. 

I know. Well, I 'a going to bl!lng J OU beck a 
picture and I haYe eeen eYer,bodJ here that 
70u intended ae to aee and I think I baYe 
arranged a eort of letter whlob will be •err 
helpful to 7ou and to ••· 

Well, I'• glad that 47 channel of oo•unloaUon 
on LaJton eYidentl7 worke4. 
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u 41d. (Lauch•>· I\ 41d. 

All r1pt. 

I sot the ••••as• tble afternoon 
and 111 half an hour 1\ vae arransed. 

Good. 

180 

1o r1fht JOil are, Reni"J. h 1e e\111 wol'klac 
a11 r sM. . 

!hank J Oil, 

All rlpt, t1ne. 

Oood-b7•· 

Oood.-b7•· 

ill • 

• 
• 
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December 6, 1940 

Ae a result of my lunch •i th r orrestal and what 
he told me o.bout hie Western trip , I have aelted Lew Douglae 
and h18 crowd to build up propaganda that every ai.rplane 
r110tory and every contractor i n the induatry ehould go on 
a 24-hour bo.aia aaven daya a week , and i n thie manner we 
would ge t at leaet a nother one-third more a i rplanee and, 
according t o Knox and J'orreatal , theee additional planea 
could =alte it possible for England to win the war. Lack-
1ng then additional planes, aha will loee. He 8&1d he 
1e go1ng to it o.t once. 

• • : 

• • • 
• 

• • 
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Secreta ry of Stat£, 

~:ashington. 

3978, Sixth. 

FOR T !£ASURY. 

PLAIN 

London 

Dat£d Dtctmbtr 6, 1940 

Rtc 'd 12: 08 p . m. 

1 . With rtftrrnct to tht fir~l paragraph of th£ 

~bassy • a ttltgram No. 3945, November 4, it is of sorn£ 

significance that Lord Arnold , a formEr Labor Cabintt 

Minis ttr in thE MacDonald Goverruncnt , has writ ttn a 

ltttEr to thE TDaES pr1nttd today urging the ntetssity 

/ 
185 

of 1mmt diatt GovErnmEnt action in tht fitld or Establish­

i ng 11 wagE policy and citing thE "valunblE articlE" by 

B»IUld 'tlbich was forwardEd undEr covtr of dESpatch llo . 

5638, July 19, 1940 . 

2 o Tht FINANCIAL NE71S today rtports EcclEs 1 con­

firmation of his loan against gold Ecpirt production 

schcnt and says: "In any tvmt flashington circlu hold 

that important moyts towards thE cxttnai~ of crEdits to 

Brita-in art now undoubttdly tmdtr way• . It also statts 

that thts£ rEports arc rtinforctd by Phillips' arrival. 

E1nz1g 
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ham -2- No. 39'78, DEcEmber 6, fl'OI:I London 

Einz1g dnotcs his L<l!lbard Strut col\IDZl today to 

a cUacusaion ot thE Ecclu ochcnE , IISSErting that i t 

would not involvE legislative amtndmcnts btc11uat 1n 
_, . _, 

substancE loans could bt granttd to th~=d p~uc~ 

Daninions unaffEctEd by th£ Johnson Act.o • • 'DQ 
•J.. ~ ~.~ 

ThE IIANCi!ESTEil GUARDIAN in an art1oll fralb,ita ~~ 

186 

"'~.. <U 
New Yo rit corrEspondEnt rEfErrEd to Lor¢j~h1A.Ws stiWt-

ou C!l ~ 
mtnt 11s a "trial balloon" a nd sa ya: "'111jj:>vcrnfnt ~ 

ottici aJ.a , th£ prEss and 1 md1ng Aocrico.n citizma 

continue to look f a vornbly on the proposition that 

Britain must gct EVErything ah£ nctds . bowtvtr thE 

details a rc arrangEd. " 

WidE publicity has bEEn given also to HEnry Ford ' s 

stattmtnt that th£ UnitEd StatEs should givE Britain all 

sh£ wants in ordEr to £nd thE war quickly. 

JOHNSON 

CSB 

... 
• 
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OUAIUftDD OBLIOA!'IOIS 011rftAIIDIIO 

Call aD4 Mo'Wl~ To~al 
Gonrnaeat Ioou. lla~ur1~7 eo,.,.. .. 1n 1n 

NctDCl ~ Date ~ IIUUono 111111ona 

!'l'IIC l/15/35 l/15 47-42 3 236 
me J/1/J~ 3/l 47-42 2-J/4 103 
me 3~15~\ 3/15 611-44 3-1/4 95 
me 5 15 3 5/15 49..li4 3 lli. 1,269 

BlLC 5/15~9 5/15 41 / 5/S 191 
E!)!.C 7/lg~ 7/l 44-42 2-1/4 875 
Bl!.C ~/18 5/l ~~ 3 779 
i!OI.C /1 39 6/1 l-1/2 .ill 2,6oo 

31C 7/20gs 7/20 41 ' 7/S 211 
31C ll/1g; ll/1 41 7/8 299 
il1C 2/15w 1/15 42 7/S JlO 
il1C 11/10 39 7/1 42 1 :m 1,096 

CCC 8/1w 8/1 41 5/S ~ CCC 11/2 ~ 11/15 41 1 
CCC 8/1/ 5/1 43 3/4 ~ 696 

US!LI. 11/1/4o 11/1/41 1/4 112 
US.'IA 2/1/39 2/1 44 1-J/S ill __m 

5,887 
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TREASURY DEPARTMENT 188 

INTEJII OI"F''CE COMMUNICATION 

IM.ft Deceaber 6, 1940 

Secretarr Mor centh&u 

Mr· 1111-r 

I rrote11or Viner • de a fortb.riiht reference, in hie ea.orand,., 

to the nlue ot tr.a&in&: in ~ ott'aato in a117 ..,ent ual adJuot­

-t of .AIIerican claiu ~at~· I incorporated thil into 

rq eucranduo. ao....,..., the Gereana •- to ha.,. thOU&ht ot' u 

!!rat. If& han bad the t'ollofl.ac !roe llr. Stop! orcS. 

(OJlNr , who is Tuy actin in the repatriation o1' Ger118J> 

aacur1t181 and wol'U with the Raicbabo.Jilt and. the Ollltd.eal, baa 

Tritten !r011 the Hotel ~planed&, Berlin, on October 17, to Richter, 

oaaiatant eanaaer or the Chemical, that altbouib •it ia !elt• that 

the tounc and D&••• honda "will not be repudiated, th.y will 

no•ertheleu become part o1' a pnero.l aettl-nt at t he -•• con­

! o.uneo when oo doubt Aaertcen i.DTeateento in eootiD&Dto.l J:uropo. 

o. s .••• 

/. 

• 
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PARAPHRASE OF TEIEORAM RECEIVED 

FROM: Ameri can Embassy, Berlin 

via Bern 

DATE: December 6 , 1940, 4 p.m. 
Rec ' d December ?, 2:4? p . m. 

NO.: 493? 

189 

Reference is made to telegram ot September 19, noon, 
No. 4062 from the Embassy. 

For the Treasury trom Heath: 

Since the above-mentioned telegram, there hae bean no 

decisive change i n the general economto situation ot Germany 

under we.r cond1 tiona, as tar as can be observed under this 

regime of eeorecy and propaganda. Since the atorement1oned 

te legr am , Germany has acquired complete command ot the 

resources ot Rumania and en increased hold over Hungary. 

However, even under conditions in peacet ime, the impr essive 

but very t;ener al treaty of economic cooperr.tion with 

Rumania which was announced on the fourth ot December would 

only graduallf be of substantial aid to Germany. Also, 

despite German seizure of rolling stock in countries under 

occupation, t he transportation difficulties, which were 

a main source of difficulty in getting import s trom Rumania, 

ere only very gradually being alleviated. 

On the other hand, because ot the approaching exhaustion 

ct reserve stocks i n the t erritories under occupation, 

there will be a decr ease in i~~porte ot raw materials and 

fi n.h hed products troa theae areas , whi ch decrease w1.11 

probablf 
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probablJ be greater than the inoreaee ot importe trom 

Hungary and Rumania. 

There is still expert and ettioient management ot 

190 

- . monetary and financial attaira, as well aV:ot the ... aaen\ial 
';l .. 

coroll&rJ controls over wages and oonauapt1on pr!Qea. 
ii ~a 

' A yeor ago discipline ot t he public regarding t hese eontrole 
'l 

wae bet t er than it is now; evasions are ! eing i1(eaainrl:r 

practiced, although proper price cont rola_pre slfll q~te 
.... 

effeotively observed in Oerman;r. The authorities have been 

led to issue n~ and stricter regulatione i n view ot the 

i ncrease ot evasions, especially regulattone concerning 

the keeping ot recorda on coat Joined with price. The controls 

are far trom etticiently administered or obeyed in occupied 

areas, however. Reliable information baa oome to me that 

in Poland at l east ettorts to entoroe the r egUlations 

have praotio&11J been given up . 

HCIUUS 

UtLW 

' 
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pARAPHRASE OF SECTIONS TWO TO FOUR, INCLUSIVE, TELEC~ NO. 49~7 
OF DECD!BER 6, 1940, FROM BERLIN 

The ratione or the German n•ople have not been 

decreased, and there is no perceivable indication t hat 

betore to>rarde the end ot 1941 nt least there will be 

any outting down in ratione . 

German armament production baa apparently not been 

out down despite the fact that m1litary"auppliea are nov 

being drawn !rom the occupied territories, as vall as the 

raot that Swiss raotor1ee l:hloh a year ago were offered 

no Garman orders are nov sending military supplies to Geroany. 

Reliable eouroee have nevertheless told me that German 

e~orts have been well maintained, although my sources 

ot information retuaed to divulge atatistioal or other details. 

There is no doubt that German import& are at a higher r a te 

than a year ago due to the proceaa or detaining the reaouroee 

or oooupied and dominated oountr1es; tor eu.mple, I 8111 

reliably intormed that Norwegian elg)orte are in value as 

high aa when Norway still had the British market, in view 

ot the German need t or raw materials. There baa however 

been a oonaiderable rise in the pri oe ot Norwegian elg)orts. 

Imports into Norway are tar under previous levels, despite 

certain prioe raieee demanded by Germany. Inoidentally, 

Norway ie the only one ot the oountr1ee whloh resisted 

German)' 

' 
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Germany ( Den~~~ark and RumMJ.a have been pel'llli tted to 

maintain nominally independent governments) which is 

permitted some measure ot autonomy in making arrangements 

of a tinanoial and trade character. Norwegian negotiators 

must however deal with German ottioiale in Berlin 1n 

making arrangements ot a commercial nature Vith Belgium 

Md the Netherlands. 

At the present time there are no indications ot 

early definite deterioration ot the German military economi c 

machine; however, the potential weak spots noted in the 

telegram reterred to at t he beginning ot this telegram 

are still prevalent. I could not tind any evidence that 

there has been any noticeable reduction ot German produotivitr 

up t o the present as a result ot bombings bf t he British, 

but the canals, the important synthetic oil plants and 

the strained railway system are still the targets ot the 

Br1tiah bombers. 

There would be a considerable etteot on the transport a­

tion system it the coming winter should be as severe as 

las t winter. There would unquestionably be a much greater 

etteot on morale than last winter , eepeoiallf it there ie 

continuation ot bombing attaoke by the British and no 

record ot important viotoriee by the Germane. Dieoipl1ne 

in induetrr and the morale ot the population are fundamental 

prerequ1 e1 tu 
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prerequisite• to the tunotion1ng ot the r1g1d eyetem ot 

controls and the ecaroitiae imposed on the Germane. It 

has bean possible to maintain that diao1plina because of 

the general belief, or at least the hope, that Germany 

193 

will be auft1ciantly viot orioue in the war to have at least 

the daoiaiva voice 1n reaching the terms of peace it 

abe cannot diotate the peace tarma. I t is very probable 
.,Product be 

that there will be steady impairment ot/aorale even 1t 

there 11 no deoie1ve oheok to German arms or cont rol and 

the war aiaply goes on with no olear proapsct that victory 

will coae soon with continuing privations and perhaps 

eufter1ng. 

I am told by an exceedinglY authoritative source hera 

that the following is about the ~ German leadership 

looks on the aoonoa1e situation -

At the present t1aa there ia no dangerous eoonoa1c 

waaltnase nor ie it 11kel1 thai the euly tutura will ahow 

euob waaltnaaa. The present ration rate will be continued 

for tpe German peOple tor a considerable tiaa. However, 

all around the borders of Ge~ ia a ring of European 

nations in Yhioh the l i ving standard has already become 

uneat1efaotoJ')' - particularly the food e1tuat1on in Western 

Europa. During the next year, if the wu gou on, conditione 

in these nations wil l praauaabl7 beooaa etead111 vorae. 

!he 

' 
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The blockade ~a1nta1ned by the Br1t1eh 1e et1ll 1n erreot1Ye 

operation beyond-that ring or nations. Back or tbat~look&de 

the productive capacity or the British !~pire remai;d rorf 
~ ' 

the ~oot part unimpaired, w1 th a eteadily 1noreaa1n"t eupiiJ 
.., ' jS 

of neoeeeary materials and military euppliee be1ng,~urn1~d 
t!:: " to the Br1t1eh by the United Statee. The German ltadere 

... > 
are aware that desp1 te attaoke b7 eubaar1nee and bJ aii't>lanea, 

1noreaa1ng quantit1ee or t hese materials and euppl1ee will 

reach Great Britain. 

END l·lESSAGE. 

HORRIB. 

IA:LW 

\ 
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TREASURY DEPARTMENT 

INTE R OFFlCK COMM UNICATION 

$'JUC'l'LY ex>HYIDJm'IAL 

TO Seoretary llorpllthml 

!Jr. Klaua 

!ill ro JlOM a: 

Doc,..bor 3. Be.roD '1'011. Sp1esel, 0.1'1UU1 Conaul at Nw Orle&D.a, 11 repon..l 
to bau ao14 t hat D1ee end JBI 111U -r t1D4 IllY writteo nid011oe ~rtaini"' 
10 lD1 o.= ott1o1al or .-pl..,... 1D. the Unit ed Statoa; tbat he te81"a l'BI '""" 
ltao r101; and that the Unit ed sue .. can """r be oonquored bJ ..... but au.at 
be conquered. by proP'&enda. 

DoeGI>er 3 . AZJ 1D.teNepted oo-oat1011 tro. the hench Cbup at­
to dle loNI!Pl 111niet81" at Vicq reporti."' llbout p._ 1D.41oatea tbe Charge' a 
011n1on th•t Dr . Ar1aa 1D.tiD.4a t o elltabll Ill a 41ctatorah1p and purauo a pol1"7 
tnorable to tbe A:r:1e UDII.er the glliM ot abeolute neutrelltr. 

h( 
' . 

1.95 
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CopY ot Letter from A, Mexico City , December 6 , 1940 

1S6 

'l'h~ new Government and Cabinet have taken possession. It is SO"!e­
•het 0 1• a atitture . Some quite conservative elements together with same 
•ho ~re conaidered quite radical like the ialiniater ot .Agriculture and 
of the newly formed Labor Ministry. However, the latter , on t eking 
office, mede declarations which are so much in opposition to his former 
poliCY that one can reasonably suspect that the wind will blow now 
rltb bim end other leaders from an entirely different angle . 

ur. Wallace , ot course , is not here to s tudy Spanish and the declara­
~ion ot t he President ot ll4exico that in future be vdll put as basis good 
rdtb tor all dealings with the United States and the rest of America 
is yery significant, as everybody knows that the basis in former time~ 
ns bad taith. It i s generally eXPected t hat so:ne ld.nd ot an agr ee:nent 
rill be reached in all pending questions which also i ncludes the f oreign 
tebt and the r ail1rays, and naturally as matters ot tirst magnitude, t he 
land expropriations and the oil. There 18 a rumor t bet a certain amount 
of road bonds will be t aken up by the American Government , the r ate ot 
!oterest to be 4~. 

As tllr as t he exchang e situation is concerned, the Bank is !till 
g&!~U~ money. One major theoretical economis t has just finished a 
study which be deolares that t be best r at e ot exchange tor Mexi co 
lCOUld be 4, wbioh is in oontormi ty w1 th the feeling or most people , as 
tbey want to sea, tor "patriotioal reasons", the value ot the peso enhanced 
Tbe praotioal people , ot course , know that this would be pl ain suicide 
•• all the money which has come i n at 4. 85 and i s lying about idle in t he 
~OIIks would be extra 1ely happy to buy dollars again at 4.-, and t .he Bank 
•bleb bes bought 25 million dollars at 4.85 would have to sell about the 
m~e l!l:lount at 4 again. This, ot course, does not take in consideration 
tbe nearly complete stoppage of our eXPort trade and the flooding ot 
tbis market w1 tb for e i gn manutactured goods and the closl!ng ot all home 
industries which have sprung up w1 thin the last ten years. It also 
does not take 1n considerat ion t he decrease of t he earnings ot the Govern­
~;nt, •atoro" , etc. Nobody knows what the new President thinks about the 
ot!tter end it is he who will ha ve to decide , )lut the thing 1n i tsel r i s so 
preposterous that I believe that there is 9~ ot a cbanoe tor the exchange 
being kept at 4.85 and ~ ot its going to 4. 50 or 4, However, I beg to 
repeet that it i s generally expected t hat the exobangs will go to 4. 50 
or ~. 

The rumor ot the silver price being raised has also been current 
hsre tor quite some time. I t came up two months ago when Mexico was 
de:aanding tbat in case the United States should insiSt about a bett e\ 
rete of exchange tor the peso , Mexico would counterdemand a higher pr 08 

tor its silver So it i s nothing new and I think it will come up t 
often ~gain , but there 1s nothing to ~-arrant w ell a belief at presen ' 

'lie boom which we had here tor the last six months and whi ch put Ci 

~dour Stock llerket 10~, tor instance Banco Naoion~ f~~: 26 .J~o ~he a 
oatr1a1 de Orizaba troa 29 t o 56, hae somewhat eu 8 s · eot acular '11'81• 

prices ot houses and lot s wbich had r i sen in a 1m1oh JIOre P ahead ot t he 
- .. -e to a ataMstiU . Aa usual the speoulsthtion~e~arntu.ation giYell 

llld the facts will hne to pron that s 
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PARAPBRA81i CONFIDENTIAL 

The tollow1ng 1a the eubetance ct a cont1deQiial 
•• telegr&lll (no. 131) dated December 6, 1940, trca the 

Nanking ottice ot the Embassy; 
, 

I t was admi tted by Hsu Liang on Deoe11ber 5 that the - _, 
delay i n the opening ot t he new banlt waa ... ~e pri~oipally 

to tailure to agree by those who at present proftt trom 

111111tary scrip. Hr. Heu stated that the banlt, within 
I 

a aontb, would start the issuance ot the new ourrenoy. 

He declined to say detini tely when the opening would be 

but he prollised to supply additional informat ion as 

soon ae the date ot the opening should be deterll1ned • 

• 
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TKO FOBZIGU ~VlCi 
OP ?liZ 

:l!IITZD S'.:A.Tl>S OP Ala!lla.&. 1S8 
.I.Mr!e&a Conculat e Ceneral 

T!ento!n, China , Doce:~er 7, 194o 

i.:;J...CZ: ;r5o.ztaalon o! 'fable of 'Link rr u1Yalea.ta• to the cuatoaa IoforCJ&t.ion 
.. = n.1!. 

lill.'i:U NM'Oll, 

1 h.'\'fe t.be honor t o enclose for the Ltll)art ment ' • 1ntoraat1on, ard aa ot potalble 

t::vntt to other DepartMnt t o! the GoYerruaent, a. cop1 ot :ay letter of 'Decesber 7, 

1;:-o" t~e C'uat.oaa Inton:atlon ~xcbe.nge:, U. S. Appraiaera St orea, 3)1 'iarick Street, 

:rr Yor.:, v. a aiceograpbed. table of "link eq,uivalenta•. which aho•a 1D Ua.lted State a 

"J.r:ency f ro:o US ~4.00 to US$10 . 00 net l!nlc exc:".Angt ratu to Uorth Ch!m ex;portero and 

!.oportero f or eoob ~100.00 in Federal Reoene BIIJllc currency, 

Since th!o table ""'Y be ot use to the Dhtrict Offi cii of tho Bureau of i'ore!gn and. 

~~>e .. Uc Comer co , a beotogr~>ph copy of the tablo accompani eo the copy of the Deoplltoh 

nr.ri:ed "tor the Bureaa of Fore ign and Domeatie Commerce•. 

Reopectfully ycu.ro, 

!:..!loaurea: 
1. Cop7 of letter 4ate4 DecGber 7, 

19'0 to tho CUot oao Informat i on 
-zch'l~o a t !low Yor k . 

2. ~opy of tll llt Ographo4 Table of 
•11~ equlvalenta•. 

•10. 2 
: .E :C 

J . x. Cal4 .. ll 
J.cericiiJl Conoul Gt u ral 

Crlo! n.l ond f ive copi e s to tho Departlllont ot Stl\to . 
Copy to l:mb&ooy, Pe1p1ng. 
Copy to : mbaooy, Obunglcing. 
Copy to =••nou.r:r .l.t tache , Shanghai . 
Copy to Conool14ato4 Reporting \Tnit , ~ngha1, 

- tr•• e>py or tbo 
ol.;ned orl~tinal. 
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rntooo Intoroation Excbaago, 
u, s. Appraiooro Storoo, 

all Varlck Stroot, 
!lew York, New York. 

.. 
iJ>oloovo llo. 1 to Doop&tch llo. 552 159 

dated Docoabor 7, l91io froa .U:eriCIJI 
ConAlate O.oeral. !1enta1D, China_, 
entitled 0 lranoaioo1on of !able of 
"l.1Dlc iquhalonte• to t ho C..ot oou 
ID!ormation Jxchango• . 

Tiontoin, Chino , Deceabor 7, 19~ 

In co1111tCUoo with tho 1nvo1c1n;: of Tientaio lltrcbao41oo exported to tho Un1Ud 
!t&IU sloco tho appl i cation of export e:oeh&age control otfectlvo larch lC, 1939, thoro 
are tn.closed tor your 1ntor&3tlon and PQaalble uae by Collector a ot CUatoma, a:> coplea ot 
1 •stau .. nt concerninc Credit ! or11o 1n the Thnto1n Conov.lar Dhtrict• mich 4oocr1bu 
..,. ' U.ol<' q 1 t oo b1 micb all liorth China e:oporto t.rl now han4lod, and a:> copieo of a 
10blt of "liD« l qU1valtnto0 (receind froa Doney & Co..-QJ, f hntoin llllk exchange 
troktro) llhich ohowo in llnited States currenc1 froa IIS$4. 00 to US$10.00 net Ullk r&Uo 
., u porters and lmportoro at !!orth China porto i'or aacb $100.00 J'e4or&l lioaerYO :Bani< of 

1o coapul1ftd tho oncloood table of 0 l11lk oqv.1T&ltnto1 , tho 41fference ~tween tho 
a..Jc'• 'official' rates of US$0, 23:5/S to u;portoro and liS$0. 23: 7/16 to 1mporuro h&o 

abaorbed, and 11 hat been anumed that t ho iodor"l Reaer.,. Bank of China will 
thhold fro• i=portero l~ of the exchange 4or1vod troa uportoro, 

llbh Conw.laU General baa aacertained that, ln certain 1net&ncea, the Federal 
Rnene Bonk of Ohioa bat permitted Japane oo firmo ao 1aportora of wheat flour to re­
pu:cbaae 10<1.> of the e:rch4ogo dori YOd from their own oxporlo . In ouch ••uee, the Federal 
Rt .. no ll&ok would 110roly profit to tho extent of tho dittoronco between Us$0. 23:5/S and 
0~, 23• 7/16 ; tho 1 linlc0 rate for both 1mporto and oxporto would bo approxim3to1y tho 
..,_e: and. tht 1ntereated t1r11 could fix it• link txcbN:tl• rate to au!t ita couveoience. 

i:c lo I'Jl't II 

1. 3) co_ylte ot •statezent 
ConctrnlD& Credit hrl:lo in 
tho ':'lent sin Conoular Diotrict•. 

2. al coploo ot a table of •u!lk 
equivalent a• . 

Very truly ,.aur a, 

J . L C&ldwoll 
.t.aortcan Coo.,l General 

Orlc1oa1 to Cueto•• IntormUon ll:rchaage, Bow Yor k. 
ihe copleo to Doport11ont o~ State. 
CoJ>7 to ll:obau)•, Poipiq. 
l:opy to mb&llj', 0l!wl«k1nc. 
Cop7 to Trtaoury .L\t&cbo, Sh• ngh.a1 , 
Con to Coooolldatod Report1ag Unit, Sh&ngh.ai . 

trut ••J>7 of tho 
·~cr or1c1na1 
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.LKE!llc.Llt COIISUI.\TE 
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( J 
S&lgon, J'rench Inclochi!la, Decoaber 6, 19~ 

!bbjtc\1 Recent Denlopaenta .L!!octiac Econcllic Con41t1ono ill Inclochiu 

n.e Hooorablt 

The Secretary o! State, 

1iaeh1ngton, D. O. 

Slr1 

1 bon tho honor to refer t o •:r telegraa llo . Z7 ot Decu ber 5, 5:00 p.a. 
"""'4111! prcoent :SrHieh econoaic policy tow.rdo Indo-ehiM and to report turtbor 
c3actrn1Q( recent developaeDta att ecU._ng eeonoUc coa.d1t1ona 1o thia country. 

Brit! Ill Pollc7 
It obould be st&t~J. at the outaot t hat it 1a dltticult to obtain locall;r a 

( 
coaplett picture of :BriUoh pollo:r with reopect to lncloohill& , Thio h beceuoe tho 
pollclu ot the component po.rto or the Ellpire attectinc t ho cow.tr:r do not appear 
to be al,.,, the aeme at an:r given Uae, ""d becauoe available oourcea of intorlllaUon 

lin hdochina lt\clc lnntructiona ..tlich tull)' indicate their ocopt or the policleo 
behind thea, SUch pol icieo .uat accordlngl;r be deduced either fro• tho lnotruetiono 
rocohed b)' thooe oourceo att er requeatod i nto=at1on hao been IUbaitted to London or 
to a Jominton Oove~nt or, &I happen a .aoat frequentlJ, fro• the rature of the 
1atora\1oo requeated.. In apita of theae lldtatlc.ea, th• ceoeral outllne a of thea• 
pcllclu appear to be ascertainable ao indicat ed in the !ollo• lnc para&r&pbo • 

.Uthollib the ohippinc probloao Cich han ~ntronUd Indochina since tho 
ceuotlon ot hootilitieo in !'ranee have undoubtedly been ell» to prortaicu ct tho 
omotlco and Oeraan preooure on the VIchy Gonr,..nt ao well • • to !!ritioh action, 
3r l tloh economic prooouro on thio oount r:r h&o greduall;r inoroaoed during rocont weelco. 
In thh conneotion It !Jill be recalled that tho :Sri t1 oh GoTorn:~~ont &dviaed tho Gonrn­
••nt Otneral of Indochina in the middle ot October that juotlticatlon of ito liberal 
Polley tooe.rdo Indoch~ ao ooaparod with other French territor)' 110uld be dlttioult 

U!>leu In.dochlna ohould adopt a 1110rt oooperat1 ... attitude, 2 

On lloYOaber 21 local BrlUoh bonlca ac!Yiaed iaport oro that, aecordllll: t o lnotruc­
tlono rtcolnd nth roopect to tracle nth .Luatrala, gcodo 110uld iD the futuro bo 
•~ru6. to IndochiD& onl7 on tho bado o! tnll payaon\ prior to ohiptect b7 ""'""'e-
1;.-i~"C~to Oe~~~~~~-~~-;~;~~~~'""1~~;;~~~;;:·~;-·-----
Sho.achl1 l!ank1nc Corporation, and the Chartered Bani< ot India, J.uotrall&, anli Obina, 

~ ttloamm No , 5 of Octobar 16, 5100 p . m • 

• 
- - ~~ - ,.--'":! ~ • ••• ~ !- . .... . 

. ,. .!_ • -.~ I .. 

' -- - ~ • - r 
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aut apprond 1ll Low al ; all4 \bat, ~at banac boea -.Ao, 111>1~ eOllld •lilT 
bo •4& by Jritlah obi )>o or \booo ,.peol.rlod MtiOM11Uoo 'lbiob illclU.od IIOo\ 
.IUt4 u4 ....,tral but llOt l'roDCh or J&paMoo nooolo, lillco llr!UIIh Ttooolo llan 

001 called a t I lldoebia& porh oiJICo th• llU:ar !ll014111t ID tho latter put ot 
Octobor, aDd oiDoo oblpo of tho other opaoUhd aaUoll&l!Uoo han rocontl7 eall•d 
oolr rarol.t, U at all, th .. • rogul&Uou Pr&etioa117 bloolood 110ot u porta to IDdo­
cbla& ~on triDooblpeoat bad beeD arr&llj!od at tbo noi'Ml truollhiJ>IIOilt porto of 
S!cpporo aDd Hons B:ooc. 

,u about tbio -· t'--, aeceptaaco for ordoro Juot pr.,.louol;r plaeod I.Jl Iodia 
tor Jull bas• wort OIDColod, &ad bdoobiDooo ~ortoro woro 1otor .. d tbat 100 

ruther aaloo would bo -.41 to tbio COWltr;r. s. .. of tbo ordoro wore thoD truo­
ferrod to Booc lollj! , but aeceptaacoa ar-4 thoro wora oooD o1a11ar lJ" cucelod. 

Hooc loll& aleo bopn t o bold up eertaio. carco, w.cb ao oteol obeah f r om tho 
Uo!Ud StoUo, oet tboro for tranaelll.paao.t to IDdocbiaa, ao.d ar""'-onto bad to 
bo •da for oblp.ant to t bh eouatr;r T1& liiLDlla. Oarr;rlac tbooo rootrlctln 
,......,. .. tnrtbor, HoD« B:oac and SiDPporo aro DOw r.t\lalllj! to allow tba for- diD« 
to b4ocb1,.. o! trualt carco 1n central, aeccr41oc to WoraaUon roeolnd froa 
tho Brltlob Ooo.w.lato O.ural . ~~ llrlUIIh balll<o aleo adTho that tho UDltod I1111doa 
aD.4 111410 llan pot 1Dto oftoet mat &IIOUDh t o a cOJQ>loto eaport oabarco oo. coodo to 
lndoehla&. 

fho banlco boliO'rO that tbio policy bao llOW probablJ" boccM COJ>.Or&l throll&hout 
tho Ell!plro, 2 lo.cludiac l.notralia. It tbio be oo , 1J1Porto il>to lndocblaa oeem to bo ; 
otftCI!YOl)' lllOODd ozcopt for COOdo that caD bo oh!ppad directly froa otbor tb&A 
l!l!plro co\llltr !oo, t roa ouch other coUDtrleo to DOD..Jir1thh porta for traueohlpaont , 
or poulllly fro• E•p1ro coUDtrloo throuch other coUDtrloo, 

J'reoeh lloo euroo . 
-,:. aot thlo dtii&Uon tho ctqTor-nt O.neral of I o.doobiza took tho otopo 
outUuod b 111 ~olocru Wider ratoreo.co> ~o .a poullllo tho truoobipzant of coodo 
Ia &07 torolp port without their ba~oaiD« oubJoct ~o ouotoao traat .. nt other tboD. 
t.bu aecordocl throqll llill.piiOJlto. SiD.CO trao.ooblpaoo.~ ••~ bo to a J'reo.ch TooOil 
1ileanor pou llllo, tho Mawro aloo holpo to &oouro adoquah carco for tbe honch 
nuda aow b opera\1ou. 

0.. tho - 4a;r (ll.,.•ber 21.) tbat local Britlob bao.lto lnforMd Jronch I.JI!portoro 
ot tho l.uotrallao. rocvJ,at1oo.o outliD.ocl allon, t bo Oonr-t O.noral PJlbllllhod a 
eetteo lltOtlt~Uac a UDilatoral el.arlac tor trade with Groat :Brltalo.. !hl.o action 
•• probabl.t ca uood by Gr .. t :.lrU&in'o preT!ouo bloelttac of e or taln In4och1D.ooo 
Ctedlto but , I.Jl 1'low of tho pr .. on~ ••barco 011 olii)Orto froa ar .. t Britain ~· Indo­
Oh!ll&, "PPIIro lllool7 to ba of l!~tlo turtbor olplf!oanoo. 
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";e• report t r o• thle Conaulate of l:onmb•r 22 , 191«> on "Deb t a Due to or b;o ZG.l 
: r!tloh : r ad<ra t o be Decla.red or Paid t o the Otflee 4e COJI!>"Do&tlon• . 
;Jrut Drt tatn , Eong&onc, Britt~ India, Ceylon, Sin,capore, Union of Soutt Africa, 
,;~.:s.dl. . l r hh hf.lt State and Australia. 

--·----------------------------------------------------------------------------
otretnt. of all 1rroort1 f rom the Empb·e, and 1~:~porta !roe other Brit18h terri tory were 
onlY g p•rcent o.' tot0ol 1mportc. 

The Br lt.1ah Emp ire potentially incrMaed in importance a.e a a•nu-ce of S\l,.~l1e 1 

;"or IndocniM otter tbe Fr ench are~iat1ce1 • And, with perhaPI o.n even greater -increaae 
lr. tr.e t&.pol·tance of the United States. t he potential i mportance of Hong Kon&: slao bae 
~~to ,r tattr thnn pr eviouelJ . The now alt ered aituat ioo , however , baa t wo a epeete. 

:srst , lm]ort conditio ne in sen~ral oay not be •• &dv~ree &a they at fir at 
• ear. ..oat or the ,;oodo for:1~rly obtained f r oa the BrHhb :.:.Pire can be wppUed 
b; the U:th.t4 St.At.e a, althou;;b the purpoaea tor 'fhlch •D1 Aaerlca.o ind.ust.riea art 
:o• .Jro<aucla& r:.ay eoncelvaDl:t ::.odify t ee purcha ae opi)Ortunitiea open to Indochina. 
a~HA a.a.d S·AQGh.ai catl pro'ta'bly alao bee?~e trceahlpc;.tnt. ports for =uct cargo 

;>r:trly "'"Pi>"d. tbr~ll{lh lion-.£o.:,:; and SIIJOlpore. 'i"hh .. uld oow be fea• l ble o iDCe 
Trtcch. an4 Jape.neat 2 vtc£ela now e&ll at &lAni:& a nd Sba.nghal . 

Secona. t he Indochine se economy 1¥ likely, howe•er, t o be adver sely affected by 
tl:• lack of one o:peelrtc !aport f rom BrHieb Indlf.. !rhla loopor~ 1& jute ... cka. i"or 
t: e po.et flvt !fiN" I le~ ·or to of these aaeks have .,,verafted.. 28. 3 thou.sanci metric t ons 

( 
7t\lued at 7. 2 Cl l l lion piastr e• which hav' come a lu;oat wholly f roo Ind.i.a , altholJ4th 
custoco ""tlstlco oho .. Singapore as " large suppll er . 3 It h ia theae bags that all 
the rlce txpor tod f r om Iodoch1na, wnieh ha• avera, ed 1.6 million ~etric ton• valued at 
~~ million plaotr eo for th• !)!\It f ive ye&ro, lo ohlpped. Jo.nd It 1o on tlleae export& 
•'~t the Indochineoe economy i& principnlly dependent. It t he 04ga cannot be obtained , 
t~e tc~no~to a1tU3\ 1on in t hie countr y mfty ahortly become aerious . 

( 

7he new rice crop .tll aoon e ooe on t he market~ Harvesting is, 1c fac t , ulread¥ 
~·~lnnln;;. l!ercl:.anta say that they will ohlp in bono or in b&go ~ro&<ie of bu~co 
. !~c r, b·~;. lt 11 pr obleut.ieal how succeaeful such M&f'lll'tt gay ·oe. Doxes would ...,_cl 
~fatly to .. t , ht &n4 ! r e t b t coats. ~~ it ia doubt ful whether faci li~ies exlet 
l~r ~nur~ct.urtnc etthrr bo~• or ~c in adequate quantttlet • 

. ~t!at bna wt t h J&ITn 
•r.trei't'Utt e actua.ll,v k:cown aa yet reprd.tnc, th! del"e l cp;:ent of tconozic 

:.elAtions wtth Japan , v~t it is understood t~~t t hey are not ~ltogether sati~factory . 
"ogotlatlone •Mch hAn been In progreaa In !!anol o..re to be continued 1:1 Tolr:yo 

wl:!thtr " w so I ndochinese delege.tlon 11 now procordl,;. 

Or.e ot the principal problema ta underatood to br the me~• of payment tor 
:a anu.ee imnor ta froll t hla countr y. Until 'f'tr)' recent ly I ndochina haa been mH:c••ooru;l, 
1• obtal nl ne p.yment tor rice in American dol lnro. It appear a that tbia m&y no 
loll€•r be poulble and that th• sam• altu&tion cxlatl with ret:Srcl to ruboor . 
i" ......•••.•.• ··--·------.. --------------•. ----------·· ••• -•.••.....•. 0 • •••••• -----

cs •• "•Port from thlc C.coulatc of September 28, l 94o o n •Inclochlna 1a Trade Problem• 

2ou!blllt!to tor Increaaed 'l'r•d• with tbe United St~tu• . 
About too Japane11 abipo & week b&ve beon calliDC f.t SelgoD for tba ]»et month. Thh 

is ao increase OYer the average throughout the earlltr part o£ th1• year, but these 
nuel, are larce COJtp&red. with ooat other ahlp e .t.leb ba'f'l been cal lin&: and, becauae 

o
3
t tto d.eellno ln other abl:ppl~>g, J apanuo eblp:plac h now cloaiD&Di in Indochina 
1c:oall7 ll lo bellend tb&t In.ii& h tbe oDlJ coUJ>tl7 in tho oor 4 oan•tf&:tur1nc 

Jut e o&cka In lar~ quant1t1eo for export, 
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Soal .... n ~o~;o tho Dlnotor ot :Eco=Eic .t.tta1ro ad<rho4 thio Con...tato tbat, 

I! lilt liD.IU4 Stat .. parcbaoo4 no 110ro I"CCll'bu, 1t 110'1114 pt'O'b&'bl7 'bo eol4 to J- . 
!hi Dopar~nt 1a a_.. that tho Gow!'DMD\ O.ural later 1D4icato4 that I"CCll'bor • • 
Ull 0.,8Ua'bll tor tl>* 171>1to4 statoo, !ho OODt....,t a1po4 on Dec•'bn 2, 1911o h 

:,11,.,.4 \.0 co••r praot1call7 all cunont I"CCll'bu FOcll>oHon ad 1t 1a cuoral~ 
beUend 111 'b&DldiiC o1rol .. that Uttlo J"U'b'bor bao tllllo tar 'boon ool4 t o JaiM"n 
be~uo• ot talluro to obtain tho 4oo1ro4 -• ot IM",...Dh, 

s.-_12 and Ooucluo1on 
~ntOriadon avaUa'blo troa Br1Uoh eouro .. 1D Saiaqn 11ld1cat .. tbat tho BrlUob 
;:,plro b8o tor oo•o woolca 'boon IJ'a4u&ll7 i110roao111C ocolloaio proooaro on lll4ooh1• , 
aod tbot ., ubarco on u~orh to t hio c0Uiltr7, i110lud111C trauit ohipMDh thrOIICb 
lloDil XoiiC &N1 l l ..,.poro, no• pl'oba'bl.T nhh thrOUC)>ola\ tho l:II!Pira ( W'itb tho 
u ooptlon ot tbo l rioh J'roo State) . Thh .. bariC h l1lool7 to 'be 1101t Ol'forol.T tol\ lllr"""' ih ottoct on Illdooh1~~a 1 o ""Plll7 ot ,!Uto oaoka troa I ndia llb.1ab ba•o 'boon 
uaeoUal to tbo oowttry 1o all I.Jiportant nco nporh. S1nco tho rico crop will 
100, 'bo on tho IIU'loot, lndochin& -1 'be a1'J'rOOOhiiiC a orhh 1.1> 1h polltk al u4 
ecoBOalC attairo. A poooiblo r .. ult Dlcht bo t'llo adoption 'b7 l l>doc!Wia ot a pol1o7 
or coopotsUoB W'itb t ho Brit1oh, but a 110ro pro'bo'bl o outcOM 1101114 appu.r to 'be olooor 
p•l!Ucal and eco1>oaic rolat1ono with Japa11 1n opito ot tho aPIM"J'ont unoatlotactory 
pl'OIJ'OII ot oooD.O•lc net;eUaUou thu tar. · 

ll.oopocttul~ l'OW"O, 

Potor B.A. Jlood 
.Aaor lean Oonoul 

Oo~1 IOI .laerioan l:a'bao11, ChUJII]diiC 
Oollftlato 0.1>aral - hnpl, Bonck»IICo S1apporo 
!bo 171>1104 stat .. lli&ll O~oo1o1111r, llanila 

! truo oop;r ot 
lllo otp4t •rlclMl, 

o.J. 

• -
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Since I last had the ,rivilege ot addretein• thie Institute, in 

No~ember of 1936, a war across the aea has be~un and baa spread in 

scope until 1t threatens every ~art ot the world. When I 8~oke to you 

then our thou~ht& were only or domestic problema. Some or these 

proble.s still exist and remain to be eolved. 

Today, however, our thoughts turn to newer and even aore eo.plex 

and oreealn« problems arislng trom the axle e~creealons. Fr~ one end 

or the country to the other we are vre~rin« to derend ourselves and to 

help our liberty and peace-loving net~hbora to defend the-selves against 

attack. In this tremendous enterprise we all reel the deep unision or a 

common, unhesitating national resolution. 

There 11 no need to dwell upon the •rave dan~era which threaten tree 

democracy everywhere. Time and again President Aooaevelt has warned us 

or the almott incredible events which have occurred and are still 

occurrtn• in Europe, and has emphasized the neceaalty or ~ttl~ our own 

house tn order in the ~ace of stor• signal• tToa across the seas. 

Rlapoftdtng to hi1 leadershl~, the people ot the United States have ebown 

that they intend to ~ke any aacrttiee required t or our coamon detenae. 

To the Seventy-sixth Congress, which hal .. de a~proprtations and 

authorized contracts for national defense amounttn~ in round ttgur ee to 

the etu~endoua eum of twenty billion dollars, · "national unity• l e not 

.. rtly a h1sh-oound1nk phr&ao or a p1ouo hope. It 1a tho exprooo1on ot 

Regraded Uclassified



- 2 -

an tndomt table purl)oee to take lnsmedt.ate steps tor the protection ot 

our liberties and to p&y wha teve r i t cos~s to ~et the Job done before 

u. u too late. 

I. 

In constder1n3 W&fl and .. ans or ttnanctn( the detenae prograa, 

it beco.es necessary to reetudy the problem of tax-exempt securi ties. 

Tho privileges accorded taxpaye rs who ~urehaae federal, state and 

•unlctpal bond$ ar e wholly inconsistent with any atnatble or rational 

ayttt• ot payin( tor defense. 

For II&DY years Republican as • ell •• De•ocrauc acla1n.11t-rat1ons 

208 

have condemned tax-exespt aecurtttes as eeonoatcally unsound and polttt ­

cally unneceasary. 1 

The Wesa&Aea of the President. 

On Apr il 2~, 1938, and a~atn on J anu&ry 19, 1939, the P·r estdent 

laid be fore Co~reas hte at.atement. tha t a fair and effective ineome La.x 

and a huge per-petual r eaervotr or t ax-exearpt bond.e could not exist 

• 

Regraded Uclassified



- 3 -

1ucceatfully s ide by aide, and reco.mended tha t or1vate inco.e ~~ 

ruturt taaues of ~overnment sec ur ities be ade J Ub,J t c t to the general 

fede ral and state income tax lawe .2 

The Ways and Weans Committee o f the Hou. • ot Rel)resenta.ttves held 

extensi ve publ i c hear1n~s on the ques t ion ot t ermln&tinA this tax 

ue.-ptlon r r om June 28, 1939, until July U , 1939.3 Li ke wise , a 

spec ial Senate CommtLtee hel d a Ion~ ae ries or heartn.- upon t he sub 

jtct last )'tar. 4 In addit. i on, the Oepar t•nt of Juat.tee •de a 

eonuMncal study or the eons tltuttona l queauona, & and a atne of 

eater tal on the econoade as well as le•al aa~cta ot the ~roblea waa 

coade tNb l1c by the Conference on State ~rena e. 0 

Repor t of the S~ec ial Senate Commi ttee . 

The repor t or the Ways and Means Comm1t too has not yet been made. 

209 

On Septembe r 18, 1940, however, the S~ee la l Senate Committee rec ommended 

tha.\. the l neome of a ll fu ture bond ieau .. r. or the UnJ t ed Sta tes, o r • n:y 

or 11s a~enc1ea, e hould be subjf'C"t t o both federa l and st-a t.e i nc:OZDS t.a.x 

l&WS &ncl that l.b8 ln~oae froa futur e 111Utl Of lle.tf' e.nd IIUDiC:ipal bond.l 

shou ld be subject to the i ncome t•~ law• or the federa l ~overc.ent. 7 

;_ ._ Doe. !Co. 003 end B. R. Do(', !Co. U 3, aupn, nott a. 
'Kttrt ,_. on Propo .. ct u,aahtlon Rele ttna: to Tea- laetC~t &Hu..rtu .. , 70tb Cote· • 
au Stu. Cl038) • 

• fl••r•nc•• 8. Rea. 303 (76th coq. )_, 70th Cone~ , lat. S.••· (lQ38) . 

"t
8 

• • • tton or Oo••rn.ent Sondholdt r a end ~loyoea, The l..unltY Rult e nd the 
luoenth AlltncliMnt (1D38) . 

~. ~l1CI1 Ond Bc:ono•t c AspeCt S of ~he Toxt tlOR of Publlo 8tcu~ltlel, G Report by 
Dr. Ht rlt y l. LIJU , Prott ttor or Pub lic f'J nen ct, Prlnctton Unlvt rt lt.[t eu.balr 8tiA4 
lo Co~trol ltr Tr--. an. of Ne w York \ lg39)1 Tht tonetl tutlonal 1.-un tJ 0 tete 
t nd Wuftlo ipt.l &ecurtt.lt e 4 111'&• 1 oerenae or AttorM)'I Otntre.l or ~he Btaue Nld 
Coun.t t l fo r CtruJn ot 14,etr klte t pd • ubd.h t llon• • 
1 

( IQ40) 8e:n. Rtp. 11o. S140 , Part.a 1 • nd a, 70th Cona·, IllS ..... 
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Tht Senate Comi ttee r ecoaaended by a. vote or tour to two, ttrst, 

that no ~ore tax-exempt secur ities should bt taaued, and, second, that 

a ttatute el1m1natln~ tax-exempt secur1t1ea would be within the constl-

Luttonal l)ower of Congr ess. In addit ion, th11 Coutttee unanimously 

recommended that no attempt should be made Mto tax outstanding bonds or 

f ederal, atate, or municipal govern~enta, except as they are taxable by 

thei r ~era. or under the law and practice at the ti .. or their or1R1nal 

1nue.•1 

Without AOln~ over the sa.e cround so thorouihly cover•d in these 

volusinoua hearings, studies, and reporta, 8 J would like to explore wtth 

you tht implication ot tax- exempt aecurttltt and national defense upon 

tht r t lat1onah1p ot the federal govern.m.nt with the state and local 

covernmente . 

Instead or specul&tln~ tn the tredJtional manner about the ~osstble 

errect or taxin~ the interest. on f'uture 1aauoe or at.ate and municipal 

aecuritl ta upon the willingness or investor• to accept a low interest 

return, let ua eonatder (1) what de~ree ot taxi~ oower ts necessary tor 

fede ral purooses and (2) what the etteet ot exerc tatnc such 'DOwer ts 

l11ctly to bt upon state and munlelJ)'.l cover nMnta. The tiM has coce 

to conatder the aubject realistically and without resort to lofty 

l e~al1t~ or abstruse econometr ics . 

8 (1Go6()} S.n. Rwp, No. 2140, P&rt 1, 70th COn&·, 3d Sell. 18. S.nct.tor TownselliJ 
Nf'rAlne4 tr011 Ul)rtlllng uzy opln.ion on the conatltut.Jon(Ll t .. u •• 

Gs., Apptndb A t or Utt o t bookl, ut1cl11, Mw1 &O'f'tl'l'WIItnt pubUee.tiont on th.U 
aubJ•ct. 
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n . 

We a~ar t with the ~reaise that the federal sovtr~nt .uat bave 

t (tntral ~er or taxation in order to have a resular and adequate au~-

ply or money. 

~ow let u.s go back into his tory tor a mo11ent and. take a look at 

the ~rtcuraor or the Constitution, i.e. , the Articlt a ot Conredera tlon. 

Evtn tht tttblt Ar ticles ot Confederation 1nt4ndtd t o &rant to tbe 

Co~reaa an unltaited power to ~rovtdt t or t he oecuniary needs or the 

ttderal ~ovtrnment. Under tbe Artic les, t he Conart al • •• authorized to 

borrow aonty and to ascertain the aume or money ntctaearr, in tta Judg-

.. nt, ror the aervtcea ot the United Statea. The requJsltioos ot Con-

grtll tor IUCh aums, it in accordance wtth the rule ot ap~or tlon.ent , 

wert obliga tory u~on the atates. 10 

Although it could meke requtsltionl on tht 1 t atee, the Congress 

eould not l evy any taxes . Only the statea could l evy the taxes. 

lfl>U hapoened? In the year s 1780 end 1781, tbt Con&ross asked 

$1,000,000, and 1t became necessary tor tht Confederat ion to borrow in 

ant1c1~t1on ot the atatea• pay.enta in order to ~ay ttl b1lla. 11 

10AtUol .. VIII Mel IX or tbt Art1cl .. or Conte~Hrauon (111'1). 

1ltb. rtret tou,p NtldelUOM bJ ~·· wre 'JIJt.ble in 'PIIPIP _., and ,_.,.'*' 
t-o teo.ooo,ooo, or Wbieh tbl epeol• valu ... lbOUt eo.ooo.ooo. '1M,.,..,.,. 0111 
thett requ,h itiOM e.ounted to nearly tO&t000,000 ln ourH ftCJ, or llbleh tht .,.cle 
Ytlut wu tt,..o,ooo, aooordinc to the ao&le or MpreotaUon N copiud bJ ConcJ'N•· 

41 l oon u tbl ... 1• bute ... Natured. ConarHI ...., tht th,.. ,.qut.atttoM 1A 
1780 an4 1111 MOUettnc to tlO eoo ooo ... u .... lbOwe. .... 1?11, .n.er the 
lrtsolM ot COnf'eder.&UOD bM s,;;n• raUttM, ... ul tbe Oonnu.uuon ... r•tttl-' 1n 
nn. eonar-..1 1.,.1.., MOUnt.e t.ouJ.t• .o-.er us.~1ooo end r.oeht4 about aa.aoo.ooo., 
hlloct. !'be n ..... or tbe OD1tA4 at-.c.ee ,.,._ ~~ to sm (UM) 1 w . Oa.h. o 
Wi ao. .....,_116. 
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By 17881 further borrowl~ becaee i~oeatblt bec&uae requiatttone 

upon the atatta yielded almost nothtn~. •Requtetttona are a ver teet 

nullity•, Waehtngton wrote to John J ay in Au•uat or that year , •where 

thirteen aoveret•n, independent, dtauntttd Statta are in the habit ot 

dtscuasinA and retusl~ comoliance with them at their o~tton . Requ1a 1-

~tons a r t actually little better than a Jeat and a byword throuchout the 

taoo. •t2 It ••• readlly &1)-oparent tha t the ftdtral ~;ovtrft!lllnt cou.ld. not 

be Mdt d t'l)endtnt Ul)Otl the benttlc:enct Of tht It& ttl. 

By the tJme the Constttutlo"-1 Convention cot around to taking u-o the 

po-era to bt vested tn the Con~ress, t he altu&tlon waa 10 bad that the 

t trst ot et•htetn s~eetflc vowers reco~ndtd by the Co~lttee ot Detail 

was the ~ower to levy and collect taxes. 1' It h&d beco-. evtdent to all 

who sought to render the Constitution ~dequ&te to the exi~enctes of ~overn-

ment and , the ~reservation of the Union, and even to those delegates who 

wished only to amend the Articles, that the one absolutely necessary ~ower 

for the central 40vernment was that ot Aeneral taxatton. 14 

The Convention voted un&ni.ously to •tve Con~r111 ~wer to levy t&xet 

upon lndlvtdual c1t1tens, l5 Tbe toundt~ rathtrl bad learned their ltiiOfto 

l21Aiuer ,.,_ Oeor~ We.ah1~ 4ated ~t t . 1780 \0 "obn Jt.y. 1!w "'1Uttp or o.o,... 
llthtnaton, t»y J&ri<l lparka, Vol. a . Jt• 138· 

13p,.ocM41na• ot u .. Convention, ~.~.q. e. 11$1'. Joum.el. Act. 604 Procntsap, of 1M 
CbnYtnUon, --.,.ton, 1'bow..a a. W&it, 181ft, 'P• uo. 
14.11~ M4Jcil'l& ot \be ConeUt.uU.oo, BJ' Chr..rl .. Wc.rrtn. loeton, u.ute, Brom A Co. ( 1011') 

1'> 486. 
0 lb 1d, Jl• ... 
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Federal Power to Tu 

two years later Hamilton in hta Re~ort on Manuracturera accurately 

sutamartzed this powe r a.s follows : 

•The National Legialature hae ex~reee authority 
' to lay and colleet taxes, duttea, t~oata, and exctaee, 
to V4Y the debts and provide for the co-.on defence and 
general welfare,• with no other qualtttcattons than that 
'all duties, imposts, and exctaea eball be unttor• 
throu~hout the United States;. and that no capitation or 
other direct t ax shall be laid, unltea in lJto~ortton to 
nuabers .. certatned by a cantua or enu.eratton, taken on 
the prtnctpl e prescr ibed in the Conatttutton ,• and that 
•no tas or duty shall be laid on art lcltl exported from 
&n1 State.• These three qualtttcatlona excepted! tbe 
vower to ratse money ts olenary and 1ndtflnlte. • e 

~a more perfect Union" was to "~rovide tor the common 4etenae•, and, 

aecordi~ly, one ot the expres sed ob,lecta ot the J;~ower r:r•nt.ed to the 

Con~reaa •To lay and collec t Taxes, Outiea, lmposta, &nd Excises" 11 

l.o •provide tor the comon defense• • 11 

Until the Ctvll War, custom duties rather than national taxes 

constituted the uin source ot revenue ot the federal 4overnaent. 11 

the re• Internal revenue taxes that bad been tnteratttently 1n toree 

•ere laraely aboltebed to 1817-te But durin~ the C1!11 War the Con&reaa , 

ln order t o deteod and ~reserve the Union, t ound tt neceaaar r to exert 

ite ~ower ot t axation to a ~reater extent than tt ·had •~•r done before.10 

1iln.o Wora of .uoxond<lr -u .... edited by llonry CillO• Lodp, - torlr, 
o P. Putn .. lool, wa, Yot. 111, ,. a·u. 
11u .•• Conlt. Pr•-1• and Art· I, NCo a. 
ll (lete) aop. leo.fy 'tHM· Toi>IO II, PP• --Ml· 
10A.ot or Dtoteer 11, 1111, a ltt-t • .OJ.. 

aoAOl of .._, e, 18111, Ia Ita"- - -~~~~ Mt of 3oalT I, ~ Ia •r.:.. ~ 
•'~ neo M1 of 3- 10, - sa_..._ ••· - "''of Julr ~" . I-=:.,_ sa.., 181_1111 
.. , of lloroll 1, ._ 1ll ..... -. 4NI Mt of hiT U. - W 181 •s. 
l.et or .. ,.... 1, ...,, 14 atu. 41'1, 4181 Aot or Nr .._ 1I70t II "'"" lilt -
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Ctvtl War t neo.e Tax . 

Tht tedtral government under t he Civil War tnc~ taz acta aeau.ed 

authority to collect taxes upon a ll the inco•e ot all ottizena, 1nclud1ft« 

state and nruntolpal bondholders &s well &I a t&t·t an<1 wntc11)&1 ot ttct­

holdt r a . Aa a matter of fact , one ot the r eaaona urge4 on behalf ot the 

Ctvtl War income tax act was that it • •• a .. ant, and ~robably t he only 

mean., or ••••••tng government bondholdt ra 11 and etate otttceboldera 

• .. n, of whoa, • i t . .. declared by Co~reae .. n Morrill in re~ortlng the 

.. aaur t ln 1881 rro. the Wars and »ea.na Co.altttt, •would not contr tbut. 

a penny unltl l called upon through th ta tax •• aa 

Down to tbt dee1eton t n Col lector v. Day tn 187013 (which was las t 

year overruled by Gr a ves v . 0' Keefe a•) the power ot the f ederal govern.• 

ment to tax gove rnment bondholders and otttoeholdera waa exercised wi th­

out quea t ion.ao In 1872 the income tax ex~iredJ and was not l evied again 

unt il 1894.ao In t he nex t year it was held unconetttuttonal i n Polloc k 

at ruu , 1bt: Cl•U Wc.r tncRe 'tu (18M) 8 Qu.t.r. Jou.m. Icon. 41&, 45. a.. U ao 
lpMeh ot s.Mt.or .John l!lbe,..._n, .ranua.rr ao. 1471, Cot\&· GloM, 4U t Cone· ad ..... , 
app.ncU. ' ll• 68· 

~,...tlonal 01~, .Mo-reh ~ taea. 37th Co""", and ..... , P· suo. ... 8K. u 
or t.bt Act ot ~t D, 1881, 12 Sut. 300; a.e. to or U. Act or .hllr 1, 1l82t 
12 sue.. 413. 

""um> 11 wan. U 3o 

a. (~) :100 u .... .. 
26S.. ioHnd.h~ C tor copr or en tnea.e u a N twll tor r." 111'7. ... &leo DlpartMDt 
or JunlCe, Te.x•Uon of' Oove ,.,..nt lcladbolcMra end e.p •1M•• e-.re., lo~ 0, 
A.pp.,.ld.ta, Vol. 11 Doc . lo. M , ll• 8. 
28 An ot Au;cutt 11, JISM, as &t•t· _,, &eO. 
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v . far .. re Loa.n A TrUit Co.*' 

Wi th tho ratification in 1913 ot tho Sixteenth ._.ndmont authori•ins 

~he Congretl ~to lay and oolleet taxes on tnco.es, tro. wha~ever source 

4ertved, •11 the 1ncoee tax •u revived.. 

P'ecle ral IncoM 'f·ax Tod&y. 

The tncome tax has beooae the keystone ot internal tax11 levied by 

the Congreae. ~lthough it hu been aatd to be the mo1t accura te tiaoal 

instrument yet devised tor t1x1ng an equitable tax liablllty, even the 

( radu&ted peraonal incoee tax contains eo-. serious tta cal lnequalltlea when 
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The Sixteenth ... na..nt ~rovtdea that tnco.. taaea, troa whatever 

10urct dertve4, .ay be 1&14 without ·~~ort1ona.nt aaon3 the etatea. 

Income t.axea, ther efore, to quote Chlet Juttict Hu.ghea, •t•ll into the 

great clalt or exoiae duties and iml)ottl and art alike aub.1ect to the 

r ul t r equiring geogral)hic&l un1tormtty."80 B·ut the Constitution does 

no~ require more ot tederal income taxes than that they be unttora in 

thll seo&raphlcal eense.3° Cons equently, the inco.e tax is unttora tro• 

tht cont:tltut tonal st&.ncll)oint, notwtthltandi r\3 that the ta-x bue excludes 

tlcnltlcant t lteents or inc~ which are aubttantlal factors tn deter-

alnln~ an Jndtv14ual's ability t o ass ume hlt ehart or the burden ot 

~ove rnmtnt. 

8eainn1ng with the 1913 &.ct, 31 the income tax laws have exclud.ed 

from ~rose income "interes t u~on the obl1$&t1ona or a State, territory, 

or any ~olitical subdivision thereof."32 One re1ult of this exclusion ia 

that AOvernment bondholders ownlnA more than $23 1 000J OOO,OOO of federal, 

ata~• an4 mun1c1~1 securities, in co~uttnk both their nor.al taxes 

and their aur~x•• are not required t o Include the 1ntere1t received 

2t (IOU') a.n. Doe. Jlo, 106, GOth Con&•, Ut ..... 10o 

~Wlton Yo Moore, (1800) 118 u.s. 411 an.ba~Mr •• thJ.Or\ P.cltlc .... L eo. 
(IUS) :NO 11. L I• 
31Act. o t OOtober 3, 10131 38 Stat. U41 188-181· 

~~lbttl.laec. 11(1). Ct . eee. 4 , Rev. J.ct. 1018, (30 8t.at.. 1M, 708)J .. c. 21S(b)(4) 
Rev. Ae 1018, (40 Stat. 1057, 10615) Rev. Act 1021, (d It&-t. aaT, 238) an. j,et 
19~'& , (43 Btu. ~~ 208) and R,tv. let 1M& (44 Stat. O, M)J IH· U;(b) (4) a.v. 
•
8

c t 1928 (40 Stat.. 101~ 198), Rev. Act 1832 (47 Stat. tee, 178), Rev. Act( 1$30 (48 
ta t. MO, 087), Rev. AOt 1930 (60 Stat. 1M8 180?). an4 fttv. Act lOSII aa aut. 

44?, 458)J . abo, J,R.c. eec. 22(b) (4), 63 Bt•l. Pf..rt 11 10. 
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troe such eecurttt•• in ,-roe• 1neo.e.ll 

Another reault ia that thta ahoelcl the oonactence or •ny rank and 

rile A.~~eric&NI who think it etrange that, while they .,_, lnoo. taste 

on t.hetr earM4 toea-a , other cttizeM era. atea.d..lly richer rr. 1n'ftat­

••nt5 tn •o•ern.ent bonda without betns eubjtct to tneo.e tax11 on the 

' inter est received tro. euoh bondl.a• 

Neceaetty ot Ta.xing All Prtvat.e Inco.e. 

The pertor .. ttc:e ot the ted.eral t'Unct.ton or detanae necetatta tea 

.. ktn& ~roviaion tor untoreaeeable eontinAencies . We have attn that the 

de legates to the Constitutional Convention know this trom their experience 

under the Articles ot Conftderatton, a.nd th• t, u lon& as:o u the CtvU 

War, Concrtll concluded tbat the federal «OVtrraent ... t. have ~er t ·O 

reach all private 1nco .. , tro• all eouroea to avert a aerioUI social •• 

•ell •s revenue problem. 
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TodaY •• accept wt thout reser va t ion tbe ~r 1no 1ple th&t tbe dutr of 

tldlns ln the co .. on detenee reate u~on every clttatn accord1ft3 to hlt 

ca~aotty tor aervtce, only to ~erait the ~rinct~lt to be violated in 

praottot throu,4h tolerating tax- ·txt111>t ttourttitt. Surely a eound tiacal 

1y1 ~em call• tor a oongreesional ~ower to levy non-dtacrtainatory tnco.e 

..... , l1•1~o4 oolely by (1) the noo<la ot tho n&tlon, on<! (2) the 

rtJOUrCII ot tht 'PIOl)lt. · 

We all know that, as a praotical .. tter, it 11 not ~alble 

to .. ,t th@ wbolt coet ot the · nattonal dtftnlt 1)ro~r_. froa taxation. 

Part or it .u.t be met by borrowtnc. The ability to ~1 the tnter eat 

on the bonda which auat be ieeued and to diaohar~t the ~rtnci~l 

at maturitY ia reetrtcted only by the ~ower to tax. They ahould be 

backed by the tull taxi~ power ot the United States, and that taxin~ 

power ahoulcl be able to reaeh all 'Private income, regardleas of its 

source. 

to the ex~nt tha t any oortion or ~rivate incaa. 11 exe~~ecl troa 

the operation ot the taxi~ 'POWer, the burden or the debt upon tbe rest 

or prhate Jneo. 1• lnere,..ed.. 

A wealthy tu:pa.rer • • ins INCh aort by hi.a federal tu: aYo14ance 
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~han he 101e1 tn aece~ting lower lnteree~ on sover~nt bo~.35 

Purther•ore, he 11 aett.ltng his taxes tor the ruture at the rate exist· 

ln~ when the obligation to ~ay 1nterett was incurred. o th n e other hand , 

a. tupayer, who 11 not so fortunate a.s to have aavtn.as to ttweat tn 

~overruMnt bonda, will pay hi& taxes at the rate existing when the 

obli~ation to l>&Y interest ts lM!Itfor 'ID8d. 

A prudent. democracy cannot. afford to continue a eondJtton whereby 

the eore ~overn.ent bonds ~re is sued, the t eet lneo.e ls available tor 

oayln- the lnt..ereet and. 1Jrlnetpal. And t e w would at.U.pl to Justlf'y 

on equ i table ortnctples the issuance by any ~overn.ent, tederal, sta~e 

or local , or securtttes which are •ore valuable t o ~raons ot lar~e 

aean• than to persona ot modest nJeClns.36 
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s ven ue\A1"8 tbat. the t.a.zatt.on ot Jntereet reeetve« bJ -prtvat. 

owners ot tuture ieeues ot federal, etate and .uniol,al aecurtttee 

would not be productive 1-..dtately ot J ... nae revenue,*' the interest• 

or statea and municipalities do not lie in atto~tin1 to abrld&t tho 

dlscretton ot the Con&reee in thia respect. 

Whatever their relationship .ay have been tn earlr 7eara or the 

Republic, tt 11 unr ealiettc to vtew the r~eral sovern.ent and the state 

~ourNMnta •• rtvala today. The con:at.ttuent.e ot bo t.b sovernanta are 

the ,.o·ple. Ir the JI4IO'Pl• today t.end. to look to the tede ral governMnt, 

1t 11 onl y becauae our p·roble• are national Jn acol)e r·equtr lng auures 

equally national, and not beeauae the tecteral 80vern~~ent ia uau.J"l'llng the 

so~e re tgnty ot the states. There can be no question about thte where 

nat ional 4etenee 11 concerned. 

The Stat.a• Right• Iaaue. 

Statee and muntclpalltles should be elow to lieten to overstatements 

about. annlhUation or tbel.r rights it tax-extiiPt aeourittea ar·& elialnated. 

No one h&a cont.nded , tor ex&8Ple, that requJrin& Governor St&aaen of 

)bn.neaou, u well u Lleut•nant,-.Governor .bldenon a.od Senator Ball or that 

State , to resi•t•r tor aervice tn a peacett.e federal .,., 1a a v~olatton 

ot iUnneaota ' • aoveretp.ty, tl but we are · aabd to 'bell••• tN.t requir 1n& a 

:rttbt eMUt.l •dd.Utteal ,..._,.-.~ s..- U.S. talU•ttlJ I"HUtinl ~ U.. ,...,.N or 
t es tK ... tlOO h .. all f\ltare 1 ..... ot pt,_..Ul MWt 1U .. (,....rt.l, •U" tn4 
local 1 h ••U•&.M to be fttldn a ,_,. ot tro. 1111 000 000 N • .Sat.- to 
tsa1 .000.000 M ._ ..,....._ It te t .. ra.otloetlllt to .. tt•M U. laiitt.l or tatel" 
-.dhte ,.,..._ ethete •t eU.ataa.ttac , ...... -.u .. prtdl .... bH ... t.Mrt nn 
bt an tncreNM eoaoeotrt-tlM ot u.. ,....inl• •t•~ t,g..u. ... t aeourtttM tn 
~ht hende ot thoet to..,._ u. tez.~t prtdl ... J• of_., •al•• ll&rt.ap, 
.. ~ .... Jtot.e .. axta.1btt 11, ........ -.~. .. 'llaJbib u .... 10, ......... 

38a.cuon l(t) ot tM Mt ot ..,~, st. IMO C,'IJ*Uo, ... 111. 7'tUa c.cr~)· .,,......,. __ .. or ·- ..... , _ ... ,.... ,.sotrou-. .. - •• 
""•tnlnc •M ""1 .. ta ..u.rt ... ._, ... u. I(•) (U ,.,. .. ~ ewte em .. ,. 
... I .. ~ __ .., - ,... - .. ., - - ... ouw 1--"'o&l" --
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prt¥at• owntr or bonda herearter iaeued by a cltr, auch .. St. Paul, to 

pay a non-d1ecr1a1natory income ta• on the intereat received would offend 

etatea• rishte, destroy our federal ayatem, and deprive st. Paul or h~ 

rule. 

In aupport ot these graee-wtll-grow- tn-the-atreete propheaiea ot 

dooa, a New York municipal bond J.tt.orney haa euga:eeted, appe.rentl,y tn 

all ttriouaneaa, that tt ta1-exe~t1on ~rivtle«•• are eliai~ted, • the 

st&tll would eeaae to be soveretgntltl and would becoae .. , . geographical 

aubdlvitlona, IK1&t1ng at tbe will and tor the convenience ot tbe federal 

aovernMnt.,• and that the et"teet would be •to abancton the tundame:ntal 

concepti upon which the United States ••• t oundecl.•'' Such re.arkl are 

Thta abstract fear of the destruction ot our f ederal system by 

taxing all private income, and not exempting private income froM a non-

dtacrieinatory ~eneral nat income tax a 1m~ly because it 11 derived rro• 

a ttate or aunict~al bond, 1s whollY unwarranted and 1a ~lainly retuted 

by the lmown rae to. 

Cblet Justice Marshall spiked tbia tho~t in McCulloch •· Mar)'l&.nd 

• hen he declared: •The peo~le of all tht atatea have crea ted the gene ral 

soverna.nt, and have conferred u~n tt the ltneral ~ower ot taxation. 

The people ot all the states, and t~e atatea tht .. elve•, are represented 

ln Congreaa, and, by their repreaentat1vee, exerclae thia ~ower . •40 

30ruauon of f'aa·-lb ... t &ecur1t1 .. , n.vtd M. Wood. _...rlctn ... Ueoot•UOO Journal, 

Vol, 1&, 1111, p. 101, 11)4.. 

<0(1111) 4 ..... t. 110. -

• 
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Frca tM two tMt tho uo....,uon ict41 wu ,,...ctod I>J tM nrot 

con~·ress in 1790, under which the federal covern.t~Mtnt aaeu.ecl all d.ebta 

t._ncu_rred du.rtn• the ~voluttonary War, d.own to the 11rteent Con-.reas, 

which patd out about ta,$00,0001000 tor work reltet and federal aiel 

to at.tea, .untc1palitita and other public bodtea durtns the ttecal 

year 19401 the federal «OVtrn~tent has uaed. 1ta tilcal -poweu to 

coo~erate with the atatea. The Acta ot Cobsr••• ~rovtdtnc tor atdtng 

covered more than eight ~rtntecl p&~ea tn a britt tiled in the Supre_. 

Court in 1937, 11 

lo wide haa been the ra~• ot acttvtttea or the federal 4overn-

ment affecttnc: .u.ntei-p&l t.d.•tn_btratton that a,._,.t a decade •301 a.tter 

an extenatve tnvestigatton under the au.~tcea ot the Brook1n11 Inatttu-

tion, tt waa reco ... nde4 that a Bureau or Yun1c1pal IntorNAtion be 

es tablished in the tederal ~overnaent, • to tunctloo .. a cleartn« house 

or 1ntorMt1on on all tb1nso IIWI101'Pfol in tb.o fwdoral &ovor.-nt .•~3 

L&ter, tn 1937, .a similar recoiiMnd&tton waa tncorporat-ed tn a re'J)ort 

of the Matlonal Raaou_reet Co.aitt.ee, and st• U~be-nls• Cbanlttee listed 

aeventr-oM t•4eral &&•nctee 4ealin& wltb u.rtt.n &oYerDMnt . •• 

41
Act ot ........... 4, 1'7101 I IUt. t•· 

42sritt tor .,.,.al .. rpnor Adllllnietra.tor ot PultUO Workl, W• to-te, Dub Poftt 

Co. v. o.-..- c-t,, (18M) - u... -
-;.tt .. _,.., ..... ral .. n-1MI t.o lMltolpal IO't'e~U QluDJ.e • .W.*fto .. ". 1loo M, 

lNIJ, p. a. 
44urb. toore..-t.. Yolo I ot tM lto;t£}:=~L&rf ltfslort. ot tile l)rNa1.- co-itt'" to 
\bt II&UOMJ. .. . ..... c-stu. .,.. ._ ...,.. o- ctu•. ,...,. .,u 1a ta. 
la-UooaJ.....,. (IWp.. ot t.bt ~- c:a-1U'" CO \.be lla-t. .......... eo-!U .. , 
lm} lJ). 
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Ytnall7, on 1\I&UIIt 2, liMO, tho I'Poo14ont ooto'blloho4 1D tho Office 

or tho Socrotarr ot tho Council ot Wa tional Dorohlo and or tho l4¥1oorr 

Co.mtaaton, a Otvtalon o~ State and Loeal Coo~eration. Thla Otvt.ton 

will ~rovido a .. ano tor tho tull utiliaation or tho a4•1n1otrat1vo 

or~anitatton• ot tederal, state and local covtrna.nta tn tntegr attns and 

coordinattns ~rogra .. in local oo.mun1t1tt related to national 4eten~e. '' 

A. ftw Jt&rl &&o in reviewing in •ort dttaU tht d.tvtlot~Mnt ot 

rederal- .unlctpal relattonsblps, I ~ occ&81on to ~oint out that tbe 

betwttn the tedtral &overnment and local cover~ntal unita, and that, 

whether thlt reeulted trom a growln« coru~otouanttl that a citizen or a 

aun1cip&l1ty 11 no leas a citizen ot the Un1tt4 Statea and entitled to 

bentt'itl whloh hil own state ~y be unable or unwilling to provide, or 

to a •rowtng independence on the part ot mun1o1pallt1es trom their stat••• 

the le~ortant conside ration was that the ConAr••• h&d act~d. tow&r4e 

wn1ctul1t1ea 1n a new and s1gn1t1cant •nner toreahad.owing a Cotll)letel:r 
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changed at.Utude toward the aolutton ot the t"lleal relatto·na or federal 

and mun1e1pal governmente. • e 

It ie a far cr y from the federal gran~• of ~ublic landa to the 

states tor roads, eanala. and ratlroada or the dtstrlbutlon to the 

states or a $28,000,000 aurplus ln the f ederal treasury in 1831, to the 

direct t'tsc&l reb.t1onshlp between the teder&l ltovernment and munteipal-

1ties ar ts tn~ from the act1v1t1es bf t he Recona t ruc t ton Pinance 

Corporatlon, 47 the Rural Blectr i ttcatton Adato1stra tton,41 the Pub lic 

40rolet, Recettt. DtnlopMntl ln Peder aJ· llmlelpal RelaUonthtpe (1938) , 80 o. or~ 
t.. Rev. 4S.I)l0. See &leo ApJ>tl'ldlx 8 tor t\l.rtMr rere.-.neea on tbll 11.1bjeot. 

41see Reeonttructton rinance Corpor6tton lot (1032), 47 Stot. &, t l ..ended in 
reta-t.ton t o IC.I> t.l l , ..untctpolltte• &nd oth•r publlo bodie• by1 

e.orfenoy AtlSer and ton.trUCtton jet or 1032, 47 Stat. ~. (Wh1eh 
aut.bor ud tbrt ll&k1.tiC or louw tor e.elr-UquJcta.Ung proJect.e or JIUbllc 
lnn,.......u.ll UH), .. ....s.d br .rotnt Reeolutloa. or lle.reh u, 1033, 
48 Stat. 20; 'ftl.lrd Dettolency kt, tue&l J'IU l83J, 48 sc..-e... 80i_ Aot 
or Junt 10, 18CJ3, 48 Bt•c.· uo· end P'ouFth Dtttetener &cc., tlue.~ ,...,. 
la33, 48 Stat,. 383• ... alao ;lc.le Ill or J•ttonal InduaC.rlaJ ~coverr 
Aot (1833), 48 ac.•t· ~uo, ..... nded by Aot or J 'une 19, 1834, .a lt•t. 

1110· 
Federal e.er,enoy Rellet Act ot 1933, 48 8tot. 6~ (authortalnc 64vances 

to e u tAI Md -.mlclpo.llUtl tor 1"el1et 6nd work relief}. 

A.et ot Aprll 13, la:K, 48 Stat.. ~ (au"bortzlna lollftl t.o rtopair 
d~e et.ua~ b7 eat.Ntf'OPbea) , u 6Mflde4 by Act ot JulJ 2$, lN&t 48 
Su t. ooe, and Act ot Alprll n, t$38. • 8 aut. 1232-

.tet o r ~t ~ t .St3G, 49 Stat. 1'810 (auU~rlatns loOM: to eon~truet, 
operate anc.t rettnanee publlo acbool tacUU.Jee) .Seeaee. 1&, UtotJ...,.ll,l9M. 

Act ot hbrua.ry 11, 1031 00 Stat. 18, (cttatln« Dtaa.tter Lotn Corpora-­
tion to lend tor ca.-t·IIUI'Ot)~t relief), u ... nded b1 Joint Attolutlon or 
~ay 28, 1931, eo Stat. 2111 Act ot March 3, 19381 62 Sta.t. 841 end Act 
ot Worch 4, 1039, 33 Stat. 010· 

In 1441Uon t.o the above provlltone:, .. ctlon 04 or the ~oonatrueUoo 
P1nane4' Corporation Act MathorlUt the .uJ.n& or lotrnt to •ut.ea,-...ntcl­
palltlea &nc1 ot.ber pUbllo botU•• • to aid 1n rtn.a.ncln& proJect.& au&.horhe4 
under r.dtr&l, ate.te or -Jotpal 1 ... • ftlll neuon waa added to t.bt 
Reeonatructlon nnw• Cor?Or•Uoo Act'-',_...,. - JLIJ' ' 6T ~ 1e, 
1834, 48 lta.t. uoe, end baa bHn ~ bT the Act or .,...,..ry u, t.a5t 
48 Stat. 4; t.be Act ot .t;~rll 13~ 1938, aa IUt. au; ancl tbt AU. or 
June a&, UMO, Pu.bllo Mo. &84, 70th toncreal, 34 IeNton. 

See t.llo t or ete-wtee which continue the t\lnotlone or the ftloONitntctJon 
Ptn&.~WM Corporation t.he Aot. or January ao1 t tM, 48 St.a.t. 3181 Aot or 
January 3 1, 1836, 48 Sc..t. 1, .. a.end.cl oy Act or J..-ary a&. 1831, 80 
Stat,. a, and Mt or llla-roh 4 , tea, 63 ltat. DlO; Md M t or Ja.nutrr ~ 
193:7, eo Stat. &, .. ~ by ACt ot lllaroh 4 , 1N8, ., But.. &101 -

Aet or June ., UMO, && aut. an. 
IH &lao Atora:ao.Jutlon Pl6D Jllo. l (UJCM), 63 St• t.. lt.a:S, 14.1A Mid 

Joint IMeolutlon ot JUDe 1', 1Nat 03 Stat. 8U ( .. tabU•hl!IC1~r~) 
Lo&n •noy within which .. conetructlon Jl"tntoee Corporation • nc • 

4"Rura.t lleotr ltlea.tlon Act or ·~ 49 st.at • • .,, .. .-nde4 bJ Rural 
1Ueotrtt1eaUoa Act of' l OSS, 18 fittt. 808-
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I D 

'l'lorcs Ad•lntstratton, • • the Works Pro.teet1 AdaJnt1 traUon,60 and the Untt.ed 

S1lltes Housln~ Authori ty. &! 

Scope fll' Feder a 1· Nun le lpal Coope r& 1.t on 

In lddi~ton to thll flnane1al aealatance, the tedtral ~over~nt ha• 

tf>c.&lly r eeo.a;:ntzed a ore f erential statu. of states and mun1cloalltte1 . 

~or~ than twe nty years &AO, for examplo, the Federal Water Power Act., 

authortzJ~ the Federal Power Commission to grant licenses for power 

~roj erts on strea.s aublac t to f ederal j urlsdietlon, orovtded for a 

N•'fe r e nce t.o st.ales and nmnicipalltloe, e.nd so far a s l1 censes r or the 

de\'e lopment or power at ~overnment dams were coneornod, stave sLAtes and 

eunic ll)alities first "Preference after the federal ttovernment.52 

49tren~ N C.be Federal e.trctney Adalnturauon of Public WorD puraUIInt t.o 

Tltlt II ot tht NaUon.al lndu.nrhl Recon ry Act. ( 1933) 1 48 Stat. 2100· Tbe tppro 
prtotion tor the purpose• ot cerrytn; out thll Act was contatnld in the Fourth­
Detteltncy Act (1933), 48 Stat. 274. Provttlona tor odditlontl fundi ~nd tor 
t}utMrtztn,a the ReeonstrucUon Ptno.net Corpornt_lon to purcMse .e rketoble 
;,tcurltltl t ·r om t he PublJ c Works A&nJntstra uou were cont.-fined In tht Eltlergency 
A11proprl oUon Act (1934), 48 St.1 t. 10&&. The Publt e Works AdMintlt.rnion wu 
~onttnued untJl June 301 19371 b~ the Emergency Reller Appropriation Act or 
19 3.$1 40 S u t. II~ Tht Jl"'rat. Defteteney ArProprUtton Act (tG-36), 49 Stat. 
ltJ08, authorJud the us.e or t'uncl$ noc. LO exeMd S:JOO,OOO,OOO tor sronts rro-
u .. P\lbltc Worb MalnUtritiOn Revohln& fUnd, t-heretofore av&UG-ltlt 0nl7 tor 
l Oins. The Public Worlel .._,lnlstrtt-ion ••• eonUnue4 until June 30, Ul39, lt7 
the Public Works AdainJurotlon E:xten.sion Act ot 1931, 00 Stet. 332· Yhe Adair.. 
tstruton wo.e 'faln eonttnut4 until June 30, 10•11, ltf the Public Workt Adatnt• 
t rotlon Afjpropr otton or 1038, 62 Stet. QOI). &tc. 306 ot ~rgonhttlon Plo. 
No 1, aupre, Sote 47, p rovided th~t the redere t Emergtn~y AdMlnlet.rotlon of 
Public Worke ond its tunot.i ons should be odMlnltttr td oa the Public Works ~to 
tstr&tton ond included the Adml n.latretion within th• Fed.ert l WorkJ ~ency. 

M rrentd • • u-.. WorkS Proar••• MalnJst..retton bf Executtve Order $o. 7034 or 
. _..,. 6, 1..93&. pursuant LO tiM l'.»er~ency Reltet Approprtat.ton Aet ot JOG~ 4g Sut. 
It~ See. 308 of Be-orfontutlon Phn so. l l aupre, sou 47~ provld.ed that t.he 
Workl PToar••• Adainis r&tton end tc.e runct ont (txcep~ the $etlontl Toutb 
~lniltretlon and lt.a t'UncU~) should bit Odatniater"ed •• t.ht WorD Projeet.e 
~~nlttro tton wtthJn the F~trll WOrkS A&tncy. 

61creo~d by untted s~ot4t Kouetng Act o t 1937, eo Stot. 889. 01 omended lt)' Unl~ed 
Sutet Routlr\g Act Amendmerlf.t or 1938 62 Stot. 80tl· see olao Reor3nnho t.ton PUn 
No. t , tupro, Not.e 47, u.kJng the Autltor t t)' o port of' t he Federol WOrks Ageney 

62Ae1 or June 10, 1030. 4 1 8ttt. 1063, ~• , _.nde4 ,u.s. c. tltlt 16, aee•. 701 823). 
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Likewise, the Tenneeett Valler Authority t.ctOI and t .he lorane•Ult 

Project l ct54 alto ~rovide ~reterenct and prtortt.1 to statee , wunict­

pal tttea and other ~ublio bodies in the eale ot power , and the Rural 

8lectr ltteat1on Adainiatr&Uon .let. cont.at"- a atatlar 'J)Nttrtnee 

tnsotar as loaM are author teed. aa 

A ttrtkin~ develo~ment 11 that Congress haa, ln aany tnatancea, 

consented to the at.at.ll5exerc1a1ng the DOWer ot t.a.zaUon over lovern­

men t proper ty which would otherwise be exempt,G& and baa also authortltd 

tederal attenciea to made payments to at.ates and euntc tpal1t1ta 1n lieu 

ot l&Xta. 07 The recent t&nhaa let , autborl%1~ a $150,000,000 dettnlt 

hou• tng program, contains a typical ~rovtston or this type.D8 

63Aet. or *' 18, l.NS, 48 eut.. oe .. ........, ('U. a.C. t.l\Je 14, ·~- 1:31· 811eo). 

~Act o t .....,_t 20, l M'T, IJO lt.at. 131 cu. a. c., '-• 'f-. UUe 1$, ...... 1). 

~cuon 4 ot tM Ruretl m.eatrit,tca.uon Act. ot 1038, 48 lt•t· 13031 1300 (V.a.c. 
t.Hle ?, ltC• 004). 

68s.., tor es:a.pt•• or et.atut.H Which ~~ ncel17 .uthorl&e tbt Ireie:'r tuM 'by 

st.c..•t u.. Act or lat:rUU7 ae, UM7, e Stet. ll.IJ Act or JuJ.r so. M lt.at.. 

lt.! ('V. 8. C., Utll 4$, •ec:. 818) 1 Act. o·r ..._.., 1S, taM., 18 lut. 271 (U. & C., 

uue tt, ••e:. 430}J J.et. or Much J, 1001. 1 1 ltet.. 1083 ('U. a. c., uue lOt Me-.. 

3JD)i Act. or Way aT.!. 1803, sa aut.. :na (V.a.c., uue ae, MO-. mh &.ct. or )llrclll u, 

1904-, 33 au.t. eo tu.a. c., Ut.te -.. eee. u t)J Act or *Y a, t aoe, M lt.at. 183 

{0.& C., title a&, MOo MO)I Act ot June 14, leGe, 36 lttt.. ~l Act ot Moroh 11 

19071 M lt.at. 1018 (tr.a.c.., t.U.ll a&, Me. • tahA.ct. ot ~t 18, 18:37, 80 ltot. 

100 (II. S.c., ...,_ rv u••• 1e. .... -•>• .. , ot ..._{ ae. ..-, 110 aut- aoe 
(U.&C., ..,. It, uhe as, aee. OJO)I Mill, Aot or ~r e, IN?, at IUt.. • 
(O. L C., IYP• IV, Utle a.a. """" 17111 ; llaUond .._.,. .&et-= • ~ ot ..._ 

&2 Stat. aa (tJ .. a.~ .... a.. •, uue u, '"' t7Uh Act ot •rob a, ssoe, • au.c.. 
toe co. a. c., eup. T, uU• ta, ••c· na.-s>· 
61SH, tor •Da~J~ll Hcttoo ll (e) or Un1-..cl ltU•• Bol.teln& Act. ot Ukt7, eupra, Not.e lUI 

nc:tlon aDa(a) or la,. Acto,~--- ~l UNO (Public, JIO.. 8'711 78th ~NII)J •ect.lon 

Iii or "4*' Aet or Ootober 14. 1e10 \f'UD11c, 110. MO. 70tb co._,..,,,· 
M&ecuoo t o·t u. Act. ot Oct oMr 1., tMO, '-'*! lote 01', pro'f'tdN: --n. .t.dld.Al• 

trelor u.r enter lftto e.q .....-.nu to par .,...e.l •- ln lleu ot U&M t.o .., 

It• ... or poUUea.l e'Ub4.1vJeloe tblreo!~ wJt.h l"'l'plet tO eny NfJ. property ec91l....S4 
ond held by b.t. __., thl• Aot , l nolucunc 1~~~PrOY.-nt.e thiNOno 1'be ._.. .. " J&l 
tor ~ {•a.r upon ~ • ucb p~rtJ ehell not eJCcMd the ttue tM-t WO\ll4 be P 4 

to lht I •t• or •Ubdlvleton. N '-he C6M .. y be, upon web property I r 1t. "" not 

.... " ,.,... t.o.a:.Uoa.. • 
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In thll connection, it .. , be ~otnte4 out t hat the Ba.e o.n.ra ' 

Loan Act of 1033 haa ~roved to be ettecttve in 1aprov1ng munictoal 

rtnanctl by the almple expedient ot authorlzin« a ho .. owner to borrow 

Crom the Cor~oratton to ~ay taxea. 08 AI a rtlult ot thta ~rovteion, 

one dollar out ot every fourteen loaned by the Ho .. Owners • Loan 

Corporation has gone to enrich local tre .. uritl tn urban areaa.eo 

Tht Bureau ot the C·en.su.e made the ht&dl tnea early th.la year. Not 

auch t»Ubltctty bu been given, however , to tt.e ctntua or housina • hicb 

hal revea led little- known housing condltlona and oroble .. to m&ny 

11Unlc1-pa1 1ttea . Few realize tbe extent to which the chi ld a.se facts 

collected by the Cen.us Bureau guide local echool d1atrtcta ln their 

building programs. And tho financial otatlotlco or states publlohod 

by the Bureau 'ive on & comparable baaia valuable data conce rntn~ the 

amount ot state revenues, expendtturea, tndtbttdneat, assessed 

valuattona and tax levies . 

The Peraon&l Income Tax and Oranta to Public Bodies 

'1'-htat few exa!Q)lea ot acore1 ot ltr¥1cta and &lata tance the 

ftdtral sovern.ent. ts corw:tantly rtndtrin4 to 1ta t.t1 and amtctpaltttta 

0\1.8ht to reveal the rictitiou.s nature or t.ht teara ot hoe:tlle actto·n by 

the Congr111 it a t ate and sunicioal bondholdtra are aubJtcted to federal 

tncocae taxation. 

In the laat decade the federal govern .. nt has .ade outright grant• 

to ata tea, •un1o1pal1tiea and other ~ublic bodtea, exeluatve ot work 

reuer tx'l)lndtturea and social security and other 'Pf.YII8nts t·o tncUv!duala, 

Ma.etlon •<•> <a), 48 ...,. .. uo (O.&C., uuo u, •••· 1.et(4)(8ll · 

&o(ltiM) ..... -. - ..... - ...... .,.,. 
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• hich have aaount..ed. in the aggre~ate to -ore than fou.r and ont· balt' 

billion d.ollare, and i n the saae periocl the federal ttove rma.en't. has 

col lected about aeven and one-h&lt billion d.ollaraOl trom the 

peraonal income tax. 

Although, of course, these individual income taxes were not 

ear.arked tor any particular purpose nor in any way conttituted a 

et"&aurtng roc.t for t'ed.era.l aid, it ia not.ewor thy tha t the f edert.l 

to\ ~rn.ent. actually allocated directly to ata~e, aunlclpal1t.1es and 

~\her public bodtea, an a~unt equivalent to three-rlrths ot all 

collections tr~ the versonal tnco.e tax durt~ the ten rears trom 

1931 to 1940· And tor the fiscal year 1940 an amou_nt equal to aaore 

than eight hundred adllton dolla.rs or four- ttrthl. ot the persoll4.1 

1nco~ tax collections was turned back to atatee, municip&l1t1es, and 

ot her public bodies ror such pur~osea ae a~ricultural education and 

• 

~xpe rJmont etat1one, ~ubl1c works, road coneLruct1on and ~rade crossings 

t l1a1n&Lion, ~ublic health and education ot the ~lind, industrial 

nha~Uttat.lon and vocational edueatton.
81 

Ba.sing ot Burden on Rial latate 

It 11 apparent, however, that to continue the1e benefit& and ser 

vleee dtpendl 1ar1e17 u~on the ability ot the te4eral sovernment to 

obtain revenue tro• sources best able to .. ,t thil need and at the 

same t1mo hel~ ~y for the defense ~ro~ram. 

6 t (Mov. t MO) 1Wl. Treae. o.p• t. 7. 

ti:i \1039) flAp, S.O')' 'tTeae. TablU 80 tond 81, PP• 61&-&aO-
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'fhe t.portant. prol)oeal -.de a year &&o b7 Ma.yor l.&Ouar41a tor tbe 

establteh .. nt or a •JWt•• ot tederallr~colltcted, locally-ah&red t.Jee 

••rlts caretul atudy. As the Mayor haa wlatly aatd, •We have an 

unactentitto ayate• of taxation, whtch we were able to absorb aa a 

younc and ~rowtn~ country, but which is now tmpo1aible to go on with 

tn the tconoato con41tton ot the country • • • the burden resulting tp~ 

• dtvitton, .ulttpltctty, and overla~ptng ot t.xea ta too •reat •• ea 

Secretary ot the Treuu_ry Morgenth.e.u r eferred to thiS proble• of' 

tederal-at.at.e t.a-.x contllcts 1n bls test.J80n)' before the BOUle Ways and 

Means C~!t.tee last rear when he rec~nded •that Con•reaa create a 

small te~orary national c~isalon to report to Con•rtss as soon &a 

teatlble on the various aa~cts ot lntergovern .. ntal t1ecal ~oltcy and 

orooose a plan ror the solution of the ~roble .. tnvolved.•e• 

That stronser and better coordinated measures must eo~n be taken to 

lighten the local tax burden on real estate ts ~enerally acce~~~d- The 

extent to which this burden has already ~een alleviated thro~ federal 

rsnane Sal atd to etatea and .untct~alttitl 11 incalculable. 

No one will question the b&aic conatttuttonal ~rtnclples that tbe 

rederal ~ovtrn..nt lacks power to tax tn a .. nner whtch will deatroy or 

aubatanti&lly interfere with the exerctae or state and ~tct~l tunctlon8, 

and that et&te and ~ntci~l governments lack ~ower to t&X in a manner 

53ou .. tna • ron.. oonduct.ed tn Cbtcoco bT the nunol• !u eo-1111on. 
84lha.l'tna• on ~ ....... Aot. or lt38, teth Con&·, Ut. '"'· • P• .... 
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which would destroy or substantially lnterttrt wt th the exercise ot 

the tunct1ona of the teder•l government. 

But applying a ~raetical crJterlon, aa the Supreme Court has 

been do1ng, 8~ it can no lon~er be seriously urged th&t the non~ 

d isc riminatory taxation by the federal "overnmont or the tncome from 

t'utur e Ueucs of state and munletpal obl1tat.1ons, or by the stt.t.es 

of the lncorM trom future issues or tederal obll-&Uons, wUl offend 

th~lt basic constitutional prtnctQles. 

No fede ral syst.ea of' ~overmMnt other than the Unt1.ed States 

crants tax exemption to owners ot •overnrnent aecurltles, and, 

al thou3h the income ta.x has been widely ac1o,;.te<i, t.ax-exeiiPt 

Mtn 1821, lone before the econollllc tnctde·nu or tM 1redu.Dt.td tne- t.u .-.re 
undtrtt.ood, the 9\lvretrte Court tn Weston v. Clt.{ or Cherleston (1829) 2 Pet. (U. s.) 
"'49, rtrtrr ed t.o the cult~t.Usion or ooun.sel for ht C1tt (at p. 468) t.heL tbe 
.unlc lptl tAX held J nvaJld aa ~o the Untt.ed Stttta e~ook wouJd atfaet adversely 
tht ttrllll on which the federal government cou.ld bor row. 

But when H wu argued ln 1909 In opl)OIJt lon to t.he c.orporote exeJu ux, 'lf'hich 
wu (lppllco.ble to federal, et.ote end w.mlotpoJ bond•, thet t.he tOJt wae destroyt ns 
c~ntrtct rt&htl ond t hat s t•te and muntotpol bon41 would not be worth ee much es 
tht)' •trt btfort, the Supreme Court • a.t not. lmprelltd and, ln rtlnt v. Stone Tr acy 
to-pony (1011) 220 u.s. 107, un~ntaously upheld the t ea. 

A&Stn, • htn the ttder•l estat.@ tas wea e nocttd tn 1016, It w&l •r~ Lhot •~te 
find -..ntelpal bond.l o~ht t.o be ereluded trOll the batt or the tn, ?or otherwise 
lt •ould detract troa lheir .orke~obtllty, but, t&t1n, the Suprt.e Court was not 
, .. ,.. .. .cl and. ln Greiner v. Lewellyn (1922) US u; S. )8t, t,ll\ln1aoi.Lil1 upheld the , ... 

Rf>&tr'CI • M aaaJn hlld to Subst.•n« and dtrtet etreeU ln l'lUcut..S Y. Bunn (1831) 
282 U.S.. 2115, 218, 221 222

1 
when t.he eo-uatoner or lnt•m.a1 Reverue nserted. 

thu ctpttel &a.ln rellhed. rrc. t.be "lt or -..nlclpe1 bondt •n aubJe-et. to t.be 
tne.e t.u ana tbe AuorneJS oenen1 or ,.., fork •nd Yhsu:r..a.eu.s prophesied 
dt .. ec•r tor tM tiiUAldpsl bond .. rlcet an4 the end or euua• rl&bU tt t.he t.ax 
•• ,.. •~t•lnl4. 'the Court wa.a pressed with the no• rM11Ur ar~nt that. UM 
ntt~~pUCH'I or -.mtcipa.l bondl t"rOII tneo-e urn ton •dot-• not d-,.nd upon dt&Nt or 
burden• , th.o.t the t.u • u aanttestly •11Uftl beuuae H ta in r•et on oppredeble 
burden upon the borrodna power or the Su ea •, end thU J. t neee .. orllr would 
•eo.,e l a h1Jhtr eoupon rete upon suate bOndl t.Mn would otherwt .. tie needed. • 

A unanl~ Court, however, rejected tbele orsu-ente •• not tn adequate baat s 
t'or t.tx t_,nl ty. 

Only la.et March the Court. tn r ·earr1r111Jna • the 1'\llt thot a t.u upon a legH L.ott 
tHab,jtot, •a.eured. bY net 1neotoe, Jnel udtng thot trOll tu-t,..a.ne federal 1nst.ru-­
taentol t !.let, u not an 1nf'rt nge111ent or t.M t~W~~U.nt 1.y•, rt,l tct.e4 the Uteor ttleol 
concept. tho.t. t.ht borrowln& power or tM rederol 1overr.ent wu bel~ burderwd. 
frtdtatotn't !fo.Uonol BDnk v. Okltho•• Tn Con.tnlon (UMO) 008 u.s; 660, ~ 

lt. h utt to prtdtet thAt the SU'Prtllt Court w111 not. "•tnt.tln t nY doetrint-Jre 
dttf tnctlon between t.he subJect ond M tture or 1 tUt whenever ._ non-dtaerl•tnat.ory 
net tnco. tu ta involved. 
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atourltitl are peculiarly an ._.rlcan problta.ee 

1od&y the energies of the federal •overn .. nt art devoted in 

lar«t moaaure to the realization of an adequate national defense 

program. It requires tor that ~urpose an tnoreaeed revenue. It 

that revenue la to be obtained with due regard to just principles 

or taxation, we can no longer ~rmit the leeuanoe or tax exe~t 

aeourltlta. I have tried to show you that eueh an exemption 1a 

rounded u~n a •latakln notion or constltutlonal powers and 1s a 

d&f\ltroua aource ot social unrest. The federal aover..,.nt, tn tt.a 

231 

attte'Pt to tl1•1na.te th.ls inequitable e:rtlll)t.ton troa lU tu laws, 

will need the cooperation ot aun1c1~11t1ea . I have •tven you some 

inetancea which il lustrate the attitude or the federal 4overn.ent 

towardt mun1c1~al1t1ea, and I know that you can add many mor e We 

both know t.hat the -policy ot the federal •overnment. towards munlet· 

pal1t1oa 1a that ot the Good Ne1~hbor an4 that tho cause or both 11 

thl ,.._.; a aound national detente . 
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.&aorlcaD kAltere Aaeoolatioa. wtlfol DlparU.Ot. 
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DlrecUne Secretaey of Treaoury t o turnhh llouoe of Repreoaot aUno 
cortaln 1nfor.at1on with respect t o tO$-oxocpt aocur1tl eo, adveroo 
report to acco~p&OT H. Boo. 73· rob. 4, 1935· Waah. o. P.O. , 1935· 
2 PP• (74th Cong., lot Sou. Houu. Rept . 55) · 

u.s. Ooneren. Houae. Co1111111tteo on le.yo and Ileana . 
Dlroctlns Secretary or TTeaou>7 t o furnlah Houoo ot Representatl••• 
etrta1n 1n1'orat1on wi th reepect to tu-enmpt aecur-itlee ; Ad•• r" 
report to a cco- H. a.o. }4. hb. 11, 1935· IIlah. O.P.O. 1935· 
2 pp. (74th Cone., lot Sooo. BOuoo. Rapt. 56) 

U. s. CoOGrooo. BOuoo. Coocai t tao on le.yo and lloano. 
PrOYonU on of tax a<roldaDce. PraU•lnarr repor t of a SUbc.....tttoo 
of tho II<Noo Coo•Hteo on 11111 and lloano. llaob. G.P.O. 1933· 
1<2 pp. 

U. S. Coouooo . Houae. eo-tttaa on ' "'' and lloano. 
a.'l'l••Une l.ntol'llatlon resar41ac owoeroblp of tu:-axoapt oecu­
rltloo ; ad<roroo report to accoapaDJ' B. Roo. 56. Jan. 24, 1935· 
Waeb. o.r.o. 1935· 1 p. (74th Cone •• l ot Seoo. Bouoe Rept. 23) 

U. 8. Oo~rooo. BOuoo. c ... tttoa on layo and lloano. 
!u:-ox•pt oalarha; bearlnca. Jan . 26, 1939 , 76th Ooac. 
lalh. o.r.o. 1939· 

u. 8. Concrooo. &ouao . C...l ttoo on fay a and lleane. 
,.,._o:uapt NCIIlJ'ltlo e. Boarloc• bel4 J..urt 16, 18, 19, and 
llarch 7, 1922, 'b&toro the C...lttoo oe •111• and llouo, llolloo ot 
Rapreoontatlfto , the c...ittoo ha<rlOC ~or conoldoroUoo BDuoo 
Joi.At laoo1uUODo 102, 211 , 2}1, aad 2}2 , propooln& aa -Dd­
-t to' the ConoU"'\loa. 
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u. s. Conu•••· lll:lv.••· C'-i tt•• on , ..,., ....,_ llu.u. 
Tu oxellpt oeeurit1e11 hear~s. luu 2S-lulr 11, 1')}9 on propoooel 
letlolatlon relatinc to tax-exempt llourltloo. Sllpt. of Doenmonto. 
1939 · 479 PP• (U, S. 76th Cone. , lot s.11) 

U, S. COil8 rou . Hou ••• C""""ittu on lla71 o.nel l!eano, 
Tax-exempt oeeuritleo. Report ot llr. Green of Iowa trom tho 
Comi ttee on 'lll¥1 and Uoana, datoel Januey 11 1924 t o 
u. J , Roo . 1}6. Bouao Report }C. 68th c •• , . . 'lot s~ ••. &CCO"J)&&IT 

u. $. Concron . Douoo. Comitho on I &To anel lloau. 
Tax-exempt aeCQrltlea. Report of Wr. Green of Iowa, f rom the 
~&71 and lleano Committee, to accomp&QJ H J , Roo. }14. MAy 3 , 1922. 
Houao Report lio. 969, 67th CoJI&. , 2d Son. 

o s. Senate. COCI:Iit teo on I!&Dkinc &J>4 ~ronc1• 

Roatt1NIDC laaulltr !roa taxation of pretorroel otoclc, capital 
notea , and. 4e'benturea ot bA:I.ka , • hilt owne4 bJ Reconatruc.Uon 
Finance Corporation; report to acC08piDT s. 3978. Jan. 16 , 
calendar el&7 f eb. 11, 1936. laoh. G.P. O. 19'6. 3 pp. 
(74 t b Cone • • 2d S•••· Son. Rapt . 1545) 

o. S . Se•ate . Co""'lttee on Banldnc a.d Currency. 
Taxation of income of the Reeonttruction rtn&nce Corporat1o~ 
!!oaring bot ore tbo Committee on bank In& and curroner, U.s. Sonato, 
74th Cone. , 2d Sou., on S. 3978 , .a bill roll'tlnt; to t uatlon o! 
8horea ot prefe rred stock, capital notea. and debenture• of banka 
wbilo owned b7 tbe a.r.c. and rea!!irmins their 1-=uAity. 
Job . 11, 19}6. lash. G. P . O, 19}6. ill, 12 pp. 

0. S. Concron. Senate. Co,..J,tteo on liD&nco. 
Tax-eaempt aecurltiea. ta. artie lea, oplnlooa, aod l etter• ln 
rupee~ of tho power o! Conuou t o tax 1nc- fro:o otate and 
IIWiicipal boado. Printed for ~be .... or tho Coa ltteo OD Pinanee, 
ll&reb 26, 1924. 

U. s. Conc:ren. Senate . CoDOi tteo on Jncllci arr. 
lncoco-~u ollellpU onl'. llaarin~:o held on lullo 24 and Ausuot }, 1937, 
botora t bo SUbcoomittoe of tho co .. l~toa oil tho JU41ciarr, u.s. Son. 
75tb Cons., l e t Saoa. , on S. J. Roe. 5, a Joint roaolution propoo­
in& an aaonclalnt to the Ccnotltution of t ba United Statot t o 
enable ~be Unit e~ Stateo to 1_, and collect tuoo on incoae dor1•e4 
!tom aacurltiee iooued by 107 otata , ancl to Ollabl o tach ota" to 
1_, and colloot taxae on incoao dor iTOel by rooldonto fro• oocar1-
t1oo llouod Ull<ier mtborltr ot the United Statu: aad s. J. Roo. 
154, a joint reaolutlon propooin4 an .. onclalnt t o tbo Collatitution 
o! tho United Statoo r olat1Yo t o t ax• • ou certalu oocur1~1oo anel 
tba 1ncoca eleriTod tboretroa and on tho componaatioll of officero 
allcl oaploreoo of ~bo 1tateo aa4 thoir political Ollbdi?l alona. 

Jwlo 24 aD4 Juc.Uat 3, 19}7• 

• 
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o. s. Coocrooo. S.~~&te. ~ttoo on tiiAI Ju4loiary, 
T&lt-OXOI>Pt oocuritho. Boartoco 'betoro a .. 'bc....,ttoo 011 tho o-utoe 
or t bo J\lciJ.ciary, United Stat oo S.~~&to , 67th Cone. , 4th S.oo. , on a. 1 • 
Roo. 314, a Noolutlon propooiD« an MondMnt to tho Coaotltntlon ot 
tho Uni ted Statoo, bold fobruarr 10, 17, oa4 22, 1923· 

o. s. Congrooo. So~to. Special Committoo on taxation of Go.eraaeatal 
Soeurltloo and Salarho. 

Tautlon of COYOrnmental oecuri u .. &1>4 aalarho boarlllco, JUN&rt 111-
Po'bruary 16, 1939, purouaot to s .aoo. }OJ (75th Conerooo) , a rooolu• 
tlon ootabllobi ng a opoclal com.lttoo on tiiAI taxation ot ~ornaont 
oocuritioo and aalarho. ~pt. of Doc. 1939· 713 pp. (u.a. 76th Cone. 
l ot Sooo. 3 parto. ) 

u. S. Dept. of Juotleo. 
Taxation of conrnaent 'bondboldoro &1>4 oaplorooo ; tho s.-itJ rulo and 
tho 16t h .&aond:>ont; a otw!,y. Supt. of Doc. 1939 227 pp. 

u. s. Dept. of J\lotieo. 
taxation of COYOrnmont bondboldoro. A ao .. r&Adua proparod ~ 
llopar tmont of JuoUco for Special C._ittoo on Taxation of Go.ent· 
••nt Socuritloo &Ad Salarleo. lt.ob. o. r .o. 1940. 5 pp. 

U, S. Consrooo . Jodoral TradiO C._holon. 
'l'axablo &Ad tax-exempt lncooao. Lot tor !rca tho chairaan of tbe 
Feder al Trade C..aiooion t ranoaittlnc a report on taxable and taz­
oxoopt inco .. in partial rooponoo to S.na to l ooolutlob r o. 451, 
67th Cone., 4tb Sooo., agrood t o rob. 25, 1923 •.• , laob. O.P.O. 
!924. 144 pp. (6st b cone., lot Sooo. s. Doo. 1118) 

O. S. Joint C ... ittoo on Int. loy. !alation. 
Poorer ot Consrooo to tu tbo interoot troa otato and looal .-1• 
Uoo &Ad tbo C08plnoaUon of otate &Ad local .. ploJOOO· bport bJ 
l to otatt. l aob. o,P.o. 1939· 

u. a. Joint eo-utoo on I ntol'll&l Jtnomo 'faxallon. 
Statio \le o r olatlnc t o tes u.pt i n.-. ..port. faab, IJ,P. O. 
1939· 11 PP• 

o. s. Joint Co•Utoo on In~oroal Jtnomo tuauon. 
'l'azl.oc poorer of tbe fodoral an4 otat o con .... onto. lepon to tho 
lolnt Caoalttoo on Int. loY. Ta>&tioa ~...,t to Soo. 1203 (b) 
(6), lOYonao Act of 1926. laob. o.r.o. 19)6. 

u. s. Prooid ... t (Pr.Ulln D. looonoU), 19}3 • 
'l'oraiaatloa of tu ozomptlon . lleooaco troa '!'be Prooiilat ot \be 
Uoit od Statoo of 4ato April 25, 1935• tranoalttiac a roo~adatioo 
for appropriate loci olatloa oaciJ.QC las •-tloa on ~..-I · 
oalarioo ot all 11:1114o , contorri.DC poororo on tho otatoo rith roopoct 
to ted.oral oalarioo an4 poororo to tbe federal ~..,._, ri th 
roopoct t o otate an4 1~ '"",_.' oalarlol· ...... Iloo. Jo, 
JOJ, 75th Coac • • 34 s.oo. 
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U, S , Co"""' II• .... \o, Cooool t\10 Oil rt ..... oe. 
Tax o-pt MOOlriUoo. t. anlcloo , oplllloao, ud 1otwro ill r10pect 
ot the power ot Coacrooo t o tu lllcoeo troe oteto ADd ...,.lclpol 'bolldo. 
llth a te'blo on taz-troo!:. tut.'blo 'bondo. (68th Coq, , lot Sooo. 
Sen. Coo. prln\ , ) l aoh. G.P.O. 1924. 

u, S, Concrooo . 
Tu-ueapt 
4th s ..... 

• 

Senate. Co .. lttoo on tho Judlolar7. 
oocurltloo. Boarlaco 'bator• a ou'bco .. lttoo . • , 67th Cone. , 
on H. J. Roe. 314. 175 PP• lath. G.P. O. 1923· 
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~ OBAJTS-II-AID 

~ 
Bl tt el'll&lln , BeJU7 J , 

State and !ederal. gi'8Dta-1n-ald. 550 pp. 11. y., Chicago, 
Yont1er, Buoh & Co., 1938. 

BoddT, .Prancto 11. 
7ederal e~n41tu.rea to. JUnne aota : their alptficanee tor 
tho economic welfare of tbe otato. 1935· 22 pp. Yinneepolio, 
The Untvere lt1 of 1!1nneaot.a p·reaa. 

Clar'l<, Jane Porr;r. 
!be rlae ot a new tod.t rall•; fe.deral- at.ate cooperation tn 
tho United States. I . Y. Col . OnlY· Preoo 193S· 347 pp. 

OroTeo, Harold Y. 
rtnancing go•ernment . I .Y. R. Holt & Co . 1939• 777 PP• 

B.mter, Werlln B. and All en, Bar17 1 . 
Prlnclploo of public finance . lew York, London, Rarpor & 
Broo., 1940· 672 pp. 

Jeneen, Jt ne P. 
OoYernaont finance. I . Y. Crowell 1937 595 pp. (Crowoll' o 
ooo. oci. oori eo, ed. by s. lldridco. ) 

[ OJ, faldiaer O, 
Tho adainiotration of f ederal granto to otateo. Chicago, 
Pub. t or tho Coaai ttoo on pnbllc &dainiotratlon of the 
Social Scionca reoaarch couacil bT Public &dainiotrati on 
oo.rrtco, 1937. JSS PP• 

li.M1 , x-11 a. 
Coot of goTOraoent in tbo UDit od 8tatoo, 1935-1937· 
l ow Yor'l<, lational. 1ndnotri al conforenco board, inc •• 1938· 
163 pp. (laUonal. indnotrial conforonoo bor.rd Stndloo 
IIO• 240, ) 

Lanodale, Robert T., and othero . 
Tho &dainiotr.tio;-o~ac• aotiotODOI 1n throe otateo t 
llaoo., 1. J , 61. y, Chloaco, Ill., Pub. Admin. Seryico , 
1936, 78 PP• 

llacl)onal.d, ,..._, lL 
laUonal. road bu.11dlng tbrOilcll otato-fodoral cooper ation; 
aUnoo P"" a t tbe 25t h umaal aooUac of tho .-.ncaa aooa. 
of otato h111on1 offlolalo. llollaoll4 , f a ., 1939· 16 PP• 

• 

i 
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llort, Paul a. 
Pe4oral oupport t or publlc oclucatlon 1 ropor~ Colwobla 
UoiY. Connell tor roooarch lo ~ho ooc. 1 1 y c oc • . • , ol. 
IJoiY. !l'oachero Colleco 19}6. }}4 pp. 

fax pollCT loecuo. 
!!'ax relatione among goyorueootal unite, by Roy Blouch, 
Pbllip H. Cornick, L, La•olo lcker·Roc• ••• and o~horo. 
s2~poolwo, 19}7• I .T •• fax policy leeguo, Inc. , 1938. 
"" PP• 

Booooll, John D., and o~horo. Proparod t or the Ad•iaorp committoo 
OD education. 

Vocatloaal eclucati on. lath. G. P.O. 19}8, }25 pp. 

lllll .. o, lcbrard. A. 
Po4eral ald t or rolie t . (lo 452. Studloo l n history, 
ocoooai co an4 public 1 .. , o4. by Paculty ot polltlcal acionco 
ot Col. IJniT.) J .T • • Col. IJolY. Proto , 19}9· 269 pp. 

lllll .. o, J. terwio. 
Oraot.-ln-aid under tho Public worko a4elol otrot1oo: a otu4p 
lo todoral-otato-local rolati ona . J ,T, Col . UniT. Proeo: 
London, P. S. tlng A Son, Ltd. , 1939· 292 pp. (Studleo ln 
hlotory, ecooomice ao4 public lao, od. by tho Faculty ot 
polltlcal ocionce ot Coluabla unl•erolty. n. 459· ) 

ZUber, Loo J. 
lath•llle, !enn••••• etate plannia& 
(BullotiD l o. 16, ) lllmoograpbed. 

.\rtlcltl 

f ederal ald 1n !enn•••••· 
co .. lotlon, 1939· 63 PP• 

.t.nloy, lllool7o. 
S\u4p ot otudtot aid UDder t ho lat1ooal r outb a4elnlotraUon. 
50 School and aocioty (low Torlc ) PP• 701-7oll. Joy, 1939· 

Botttra, Foul v. 
7o4oral co•oroaoot and tho ci tltol a probl .. in a4JuotBont. 
199 .t.=alo .w. Aca4. ot Pol. A Soc. Sci • • PP• 19o-198. 
Sopt•btr 1938· 

BlOU&.h, Ror. 
lquall&atlon attbodt tor tht 4iatrlbutloa of te4oral rollet 
1\wla. 9 Social SerYlco Rnl•, 1935 VP• 42}-457· 

Blw,ch, J. Ror· l 
Jodoral aDd otato cranto• iD-&14 . (In latlonal tax aoooclat on 
Proctt41ngo, 1936. PP• 266-274. Ooluabla, S.C. , 1936.) 
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Brornoll , s ... ol M. 
Shall 1~ bo TOO or no on todoral aidl 
(Woo York) PP• 66s-671. liar 1939. 

49 Sobool and Soclet7 

Cupboll, Do&'t S., and otbero. 
iYolutio~ ot ne;-and e.er~tD¢T federal eduea\10D p~ 
16 Peabod7 Journal of odncaUon (llaohvlllo) pp. 309-323. •· 
Mar. 1939• 

Carr. John W. 
College aid un4or t ho llational TOUt h adalniotratlon. ( I n 

Procoodingo of t~o 13th ancual educational conference of ~ho 

OniTtroi~T ot lontuck7, 19~6. pp. 148·154· LeXlncton.) 

Cbaaboro, Merritt M. 
Federal aid to e4ucat1on--1t.e present et.atu1. 

Houoe (Now York) pp. 141-14}. !ov. 1939· 

Cbaaboro, Morritt 11 . 

14 Cloartnc 

federal ald. • 1 thou\ oontrol. 
PP• 53·54. r.bruary 19}9· 

23 Natlon•o o~oolo (Cbicaco) 

Choo1t7, .1.. J, 
Fodaral aid t or public htol th won In lltnneoota. 
aonl cipolitieo (llinnoapollo), 1937 pp. bh-h7. 

22 lllo.n. 

Cbhhol•, Ltollo L. 
Ar-nt tor fodoral aid. 
PP• ~6112. liar 1939· 

49 School and Socloty (New lork) 

Clark, Jane Perry. 
United bu.t ~ltforont: throucb crantt-ln•ald we can have otate 

dltferontlatlon and at tho OMe tlno a unltora D&Uonal 

procra. ot ooclal leciolaUou. 25 !Nrvey Graphic (J'ew York) 

19}6, PP• 652-655· 

c..-rord, £lbort B. 
l ow Deal tor tho oat47 otudontl 
PP• 227· 2117. April 1936. 

n..oou, SO.ar4 .a.. 
J'tdoral IO••rnMnt and oo!ucaUou. 
Soctoloo (.., torte) pp. 226-21!3. 

12 Jour .... l or Educational 
Dtc011ber 1938· 

Daoon, Boward A. 
lhat todaral ald ••an• tor public education. 

of tho lational odncatlon a oooclatlon, 1939• 

taohiqton, D. C.) 

(In Proooodingt 
PP· 127·1 }0. 

Doddo, H. 1. 
Federal aid ror t~o city. 
PP· 96-112. 

25 Talo a. •. (w .. a. ... n), 1935 
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ldaO•-· ~-· •. Prl oo of f.Ura1 al4. 
J\ula 1938· 

21 latloa 'o acl>oob pp. 2}-211. 

:IIIN'80Do ~ A, 
J'Maral relatione to ..,oatlonal Fldaaco. 
PP• 81}-818· JUDI 1938. 

IYaao, r. B. 

16 0cCUp&tlODO 

lbT al~rh neod u. S. ald. 
PP• 72-73. 

11 Mlch. ~lclpal RoT. 1938 

Jodoral ald to OclllC&tlOill OOH OO..ODh Oil a • Jor probl•• 
}2 Aa. Aooa. of UDlT. 1JOM.a JOill'll&l PP• 3-12. Oct. 1938• 

fo4oral ~to t o otatoo tor .atoraal and chlld-• ol taro oorTlcoo 
llDiler tbe Social ooCW'ltr ACt. u. s. Children '• tu ...... 
3 '!llo Child PP• 82-SJ. Oct. 1938· 

rodoral ou.pport for eclllcaUoa; tbAo llouoo and tbAo tach. 
15 Roooarob JQllotla, Batloaal ldncatl oo. Aoooclatloo. 
PP• 155-183· Sapt. 1937. 

JorlcDer, lluwloD L. 
Fodoral a l d tor ._,oaUoo.al 'butlDOII trolDlD.C• 6o 14ucatloo. 
(Booton) 275-278. J&ll . 19110. 

Frlckotad, 1J, J, 
Jodoral and ota t o road aid to .un1c1pa1ltloo. 23 Min~~. 
8\IAicipalltleo 24o-~. Jolr, 1938. 

O.Cdoro, Barr.r s. 
Poderal ro1atloo.o to oclllcaUoo., 1931 &lid 1938• 22 :I&Uoo.' o 
Soboolo (Ch1eaco) u-zo. hlr 1938· 

Oraata-1A-al4 a d oh&riDC ot otato-&4a1o.lltorod ta:ull what to 
obaro, be. to obaro , and h.., •cbs lloo.Dd 'f&blo Y. (lo. 
:latloaal tax &olD. Prceo•llDCI• 1938, PP· 3J&-}')'). 
Cclua'bia, a. o.) 

GraToo , 1J. :lro.oko 
Io.torcoYirnatD.tal rolatioo.o lA tbo Uo.lto4 Statoo. 
Pbl.1a. Aa. Aead. ot Pol. 6 Soc. lc1., 19110. 276 PP· 
207 AIID.alo Aa. AC~. ot Pol. 6 Soc. Set. , Joauarr 1940• 

Ball, ll4Dq I. 
Podoral ald tor e4Dcat1oo.. 29 latioo.al 14ucat1oo. Aeon. 
( 1Jaoh.) 9-10. Jumart 1940· 

S..lho, ller'bort 11. ) 
!Iron\)' ,..ro ot foderal ald. 115 School RoT. (Ch1ea&O 
257-265. April 1937· 
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Jlarr1o , J oMJh r. 
llloald cnAte-iD-&id b.t.'N a pol1CiJI a rHliM1D&UOil of tluo 
OripD, powth &Dd operaUOD of tho craDh-1o-&1d OJ'Ot• 
l } Stato OoTt. (Cbl-), Juno 1911<o, pp . lo6-lOS•. • 

JUdd, Cbarloo B. 

y 

r..so..-1 aid to oduoauo ... 
llq 1939· 

49 School 6 Soc1otr (J.Y,) 557-562. 

111p&tr1ck, 1711o. 
Todoral aoo1otao.co to 80D1c1p&l roco .. r r . 26 lat1oDOl 
llwt1c1p&l BOT., J\llr 19}7 PP• }37-~· I . Y. 

Lona, RapoDd '. 
Locc-r&DCO plaDnl.na f o.r ochool 'bl4co. aDd 1to relaUoD to 
focloral aid. ( In laUocal Cow>cU oc Schoolhouoo Conotrnc­
tloD, 19}8• PP• 95-101, fonnooooo ( lalhY1llo ) 19}8•) 

llacdoO&ld, .moun r. 
roctaral aid to tho otatoo l 19ll<o aoclol . 
489-499. Juno, lgliO . 

}4 ja. Pol. Sci. R•• · 

llalloi'J, krl D. 
Tocloral-cltJ rolat10DO ln 19}9• (ID llun1c1pal J OIZ book, 1940. 
pp. 85-94, cucaco. l 

llarUn, B. r. 
roctaral COYoi'D8ont aiel and rol1of pqaonto by otatoo 1n 1938· 
laUonal 1nduatrial contoroDco 'boucl ( loo York) . 
1} Cocforocco board bollot1c PP• 55-56. r ob. 19}9· 

lloh, llal'old I . 
r..soral craah-iD-&id. (ID llwt1c1p&l .,.u book, 1936". pp. 1'lC>-ll<os . .. 
Cblcaco, IDtonaUoDOl c1t:r _.ro' a oooc1.at10D· ) 

llort. hill a. 
BatloDOl baooo f or fodaral ald. 2} latloc' o Sclloolo ( Cblcaco ) 

27- 28. ~l 19}9· 

Worthlaad, a. J • 
.klthorlHd fodoral cruh-111-&14 t o otahl &I of JanuaJ7 l, 19}9; 
lot orpooc11\DrOI for fodoral Cr&Dt0-1D-a14 to ota\ 11 lD f1ocal 
youo 1920-1938· (lD fu roooarch fouDdatlOD• fax o:rot oao .. · 
Sth ed. pp. }05-307, }ll· loo York, Oo•orco clou1na h"""'• 

l9ll<o· ) 

_,orcl, heclorick B. 
rodaral a14 t o hlchU oclncaUoc. 
}61-}67. llal'oh lgiiO. 

51 School &Del Soclotr (J .T,) 
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l ortoa, .Jobll 1. 
1\atuo of ~~ fodlral &14 llftlo 
(J . ! .) lii:J-11911· ll&rch 19:19· 

1'111'01, .Jobll • · 
•- pracUcal &Qich of cruh- la-&14. (Io •uoul \ax 
aoooolatloa Proell4111£1, 19}9• PP• 17\-176. Coluabla. ) 

• 
... t .. .,. • • .,. .. t . 

Coa41Uoaal l""'h to ~~ 1tat11. 1 14Uor1al r111arch 
roporh, 1936 PP• 91-U2, 

... \ 1117, ..,._t 
h4el'lll craah for e4ueaUoa. 2 141\orlal r .. larch reporto, 
19}7 PP• 199-21~. 

""tlll7. ..,...t 
h4al'lll- etatl relaUooo uolor cruta- 1D-a14. 2 14Uor1al 
r11oarch roporta, 191!0 PP• }5-51• 

""tHTo l171111t 
, .. fl411ral-.aa1c1pol r1lat1o11&bipo. 
reporh, 1936 PP• 22}-21!0. 

1 141\orlal rooaarch 

""'-· ..,...t llartac ot \u rneaoo. 1 141tor1al r1oearch r eporte, 1~ 

pp. .,...,a.. 
leodlr , lar4 o. 

lbat 0011\rcla 1t ~~~q 11100114 t oll• to4al'lll •!1114111 to p1bllc 
14aoaUoat 50 School 6 leohv 50-52· hlT 8 , 19:19· 

lco1neU, :treatlla D • 
.. ,_. 011 t» CoacrW•Iloul apprcprtauoa t or ._uollllll 
1daaaUIII• 116 lcbool 6 locl1\7 ~1. .flac. 21 , 19}7 • 

.,.., 'f, .... 
s- loODOalcll CaU.Ollc hlp echoolo 11114 fe411'11l 114. 
110 CaUIOllc lchool .J...-1 (Kll••kl•) 107-109· AFll 19~· 
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Snanl7, OUT I , 
On fe4eral a14 to edlleat1on. ... .. ,.. ot .t.a . collepo (I. T. ). 
25 !Nll. 201-20J. ~ 1939· 

Tbomao, Elbert D. 
federal a1{ f or e ducation. ( I n Procood1ngo of tho .. tioaal 
education aoooc1ation, 19}8. pp. 50-55· laohiacton, D. c.) 

u. s . Bureau of Labor Statiotico. 
N. Y • .t.. otudent aid , 1938-1939· 
llarch 1939· 

U. S. 11\tr-u of Labor Statiotico. 

4s Wonthl7 Labor Rwr. 579· 

Jl, Y. A. otudet-aid FOP"•· 1939-lgliO. 
Rov1.., Sli11-Sll9. Oct. 1939· 

U. S. llltroao of Labor Statiotico. 
:fork relief act of 1939· 49 llonthlr Labor !ln. pp. 3711-376. 
Aus. 1939· 

U. S. Offic e of lducation. 
Should federal aid tor education bo earmarked tor certain 
purpo .. u !'be attil"ll&tin, 'b7 J. o. fowllceo; The nep.\1Yo , 
b7 J , B. 14111ouon. 25 School Lito 176-178· March lgliO. 

Walltratetn. worton L. 
Federa1-.un1cipal relationo--whitbor bound. 25 llational 
Yuni o1pal Re,.. 453-1157 · (J.T,) Au.suot 1936. 

lill1amo, Aubre7 I , 
Oo .. erc~~ent 1 o :r .. pou1biU t7 t or 7011t b. 194 .t.a • .t.cad. of 
Pol, A Soc. Sci. (Aualo) 119-1211. llonabo:r 1937• 

Zool<, O.erp J', 
Boa• ecocoaico aDd p:ro .. nt propooolo tor todarol au to 
odllcaUoc. 30 Jounal of a ... lconca1co 532-536. 
October 1938· 

Zoolt, O.orp J', , aDd othoro. 
Report ot tbe .t.dnaoJ7 co=i\teo on oduoation and i apond1ng 
l os1olat1on; croup 41ocuooion. ( In Proooodi~a. aat'l .Aoon. 
(laob.) 1938· PP• 141-147.) 
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Blauch, Llotd I , 
Jedoral cooperat i on io a«rloult ural ortoooioa wort, Yooatioaal 
o4uoatioo and •ocatioDal rohabilltatioo Waab. o.r.o. 1935. 
(U.I, Office of adocatioo, lullotio, 1933, ao. 15.) 

297 pp. 

Goris, D, 1. 
!be financial participation of t ho t e4oral cc•eraaoot 1• .,.,. wel fare 
procr"•· U, I , Social oocuritr board . looial ooourltr bulletia, 
Jan. 1940• 21-33· 

Kaai1too, lobert • • Prepared tor AdYioorr oo .. itt oo oa 14noat1oo. 
Solootod lacol problo•• 1o proYldiftC todoral aid tor odaoatioa. Waob, 
o . r .o. 1935, 71 pp. 

Rear. OlareDce. Pr·epa.re 4 tor A4rliOf'7 Oo•U.\ee oa 14».c.at1oa. 
1o4eral aid end tho tax proble• , Waab, O,P,O. 1939. 101 pp. 

kort. PW a. ' and othe.ra . Prepa.re4 t or the A4Yll0f'7 Coaaitttl OD 14u-
Oatioo. Principlee and ••tboda of 41otributiac federal aid tor 
o4ucatioo. Waab, O,P,O. 1939· 99 pp. 

U, I , A4•ioort coaalttoa oo education. 
!be federal co•eruaeot aad edocation. Waob. o.r .o. 19}8. 31 pp. 

U, I, AdYiOOft CO .. ittoo 00 education. 
Moooace troa Prooldoot of U, l , traoo•1tt1DC !aport of oo .. lttoo op­
poioto4 lopt. 1936 to otudr exporioooo under o~iotioc procr,. of 
federal aid for yooatlooal education, 75tb Oooc •• 34 Seoo, Waob. 
o.r .o. 1935, 146 PP• 

U, a, Ooocrooo. louoo. Oo .. lttoe on oduoatioo. 
1o4oral aid to the atateo tor tho oupport of public ooboolo• baariaco 
oo 1 ,1, 5962, Korob 30 aad 31 , April 1, 2, 6, I , ao4 13, 19}7. 75th 
Coa,., lot Soot. Waab. O,P,O, 1937 . ~S5 PP• 

U, I , Ooocreoo . louoe, Co .. itteo oo roa4o. 
1o4oral &ld b1cbwat act : haari aco , 75th Ooa,., 
a 11111 to "ead act oppro•o4 Jolr 11, 1916. 
702 pp. 

J4 looo. , oo 1,1 , ISJS, 
Waab. o.r .o. 19}5. 

u.a. Ooocrooo, louoo, Oott01ttoe oo ro&do. 
1o4oral al4 for b1chwat• • Report 209~ (to OCCOIIP!D1 1 ,1, 
Ooac •• }d loot . Watb. o. r . o. 193&. 11 pp . 

10140). 75th 

u.a. OoDC'••• • Senate. I , A. Lewi a, co.p. 
Lawo re1at1ftC to foderol a14 ia coootruotioo of roa4o. 
1935, lo6 PP• 

Waah. G. P .O. 

U,l, Ooocrooo lollatt, oo .. ittoo oo odaoatloa aod la~r. 4 11 19'" 
AMrl-·rou\b act : boarloco oo I , 11163, liar. 7 • S, 9, 10, aa • ,.. 
75th Ooac .. 34 looo. Waab. t,r,o. 1938· 303 PP • 

U.l . Ooocrooo, ~·· eo-tttoo oa oaoaUoa ""' labo~ - of po~bllo 
Aoolot!llco to otateo ao4 torritorloo to proY141::aP15,.1937 75~ 
ootu.Uoal 1oear1ac0 oa I . "19, lo\ , 9, 10, 11, • • 
Ooac., lot looo. faab, o . r .o. 1937. 307 PP· 

Regraded Uclassified



tJ. S. 

u.s. 

u.s. 

u.s. 

u.s. 

u.s. 

u.s. 

u,a. 

265 

'" 
COA&J'Itl. Senate, Co .. ,tttee OA e4ucattoD. &A4 l abor. 
focleral a14 to emcaU oll act of 1939• hoarl oco lloforo oullco•lnoo 
Oil s. 1305, a blll to pro.oto C•lloral wolfaro .•• to aoolot otatoo 
& t • rrltorloo ill ~roYidloc aoro offtotlYo prccraao of pub. edu. Mar . 
2, 3, snd 10, 1939. Waoh. G.P.O. 1939. 373 pp. 

Ooocr ooo. Soll&to, Co .. lttoo Oil oduoatlon and labor. 
federal aid t o tho otatoo for t ho .. ~ort of publlo ochoolo: report 
217 (to aoooap&JlT S, 419). 75th Oonc., l ot Sooo. Waoh. G.P.O. 
1937. 13 pp. 

Coacr• •• · Senate. Co .. ittee on education ADd l abor. 
le4eral attletance to the ttatea tor tupport of public educa\ton: 
Ropt. 244 to accoap&JlT s. 1305. 76th Cone., lot Sooo. Walh. 
G.P.O. 1939. pp. 23, 6, 11. 

Concrete. St~nate. Coca1Uee on poet off1cet u4 poat roUt . 
1o4eral &14 fo.r hlsh"-T•• Report 1976 (to accoap&JlT !!.R. 11687). 
74th Oooc •• 2~ Sooo. Walh. G.P.o. 1936. 16 ~. 

Concreet. s~uate. Co .. ittee oD poet officea end pott roade. 
lodoral aid for hlghwaJO' Report 1794. 75th Cooc. , 34 Sooo. 
Waoh. G,P,O. 1938. 7 pp. 

Ooncre••· Sell&t e. oo .. lttoe Oil poot offlooo and poot roado. 
To ... lld tho fodor&l ai4 hlchw"T aot• hoarloco, 74th Cone., 
24 Soo• . , on s. 4213. Waoh. G.P.O. 1936. 132 pp. 

OoftC:rfll tl. Senate . Coa:Utfte on poet offlcet u4 poat roade. 
To aa•Dd tho federal a14 hlchWOT act• hoarlnco, 75th Oooc •• 3d 
Sooo. Walh. O,P.O. 1935. lo4 PP• 

Llbrar,r of OoACr•••· ~lltlatt•• reference aerTlce. 
B1 n o17 of f ederal aid to trani'J)ortatlonl outUne ud refereD.cel . 
A. 0. II eCow, coap. Ju. 111, 19)6. 11 PP• 

U.a. Offlco of ~cotlo~. 
fo4eral fwl41 for oclncat loD, 1937/1931. Leafltt lo. 54. 
Vaah. G,P.O, 1939. 27 pp. 

u.s. Offlco of ~catioll. 
focleral otu<iellt a14 procraa. 1111.11. l o, 14, 
All4 J. R. Meleolp. f aoh. G.P.O. 1935. 

1935, b1 l, J. ~ollJ 
39 pp. 

u.s. Prooi4o~t. 1933 - Jr&Dklill D. Rooorrel•. 
Moooaco t o Ooncrooo Oil federal old to hi fbwOT proJooto. 75th Cone • • 
3d leoo, 13 CoJlC. Roc, 2819. 
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W AR DI!:PAATMENT 

WAA ... INOTON 

Honorable H11117 llora;entbau, :rr. 
Secretary ot the Treu1117 
Treaa1117 Department 

ll;y clear llr. Secretary • 

'!here is enc1oaecl herewitb pbot.oetat copy 
or a letter datecl Deeeaber ) , 1940, rrca Sir Walter 
T. lqton, ot the Brit1sh Purcbaain&: C.-ioaion, to 
tbe Secretary or liar, in aeknowleclpent of Saeretary 
St1aaon'a letter clatecl IIOYellbar 29, a copy of wbieh 
ne prewioual;y eent to 70U. 

Sineerel7 70ure, 

271 

~t.~ 

Photoetat cow ot Sir 
: l'al tor IA;rton' e letter 

&leo aent tot 

SacretarT or the la'17 
SocrotarT of Co-oerca 
Aeoiotant SecratarT ot War 
Chief ot swt 
Chief ot Orclnance 
Jlr, E, R. Stettiniua 
llr, W. . s. lnudaen 
11r, DoDAld Jl, lleleon 

ARTHUR E, PALIIER, :Ir., 
Speo1&1 Aaeietant to 
tho Secretary of War 
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Deoeaber 6 , 194o 

)!DIOI\ANDUM 

TO: The Seoret11r1 

FROM: Mr. Young 

Re: Heavy Bombers Di verted t o the British 

The present s tatus of the heavy bombers baing transferred 
to Britain 18 as follows: 

I . Six B-24 1 e from Consolidat ed 

One hae been delivered and has Just l ef t or Hill shor tly 
leave SD.n Diego to be n o'tiTI to England . The remaining five 
~• to be del ivered by the end of thi s month, and the Sperry 
automatic pilot should be i nstalled in all of thee by Jenuery 10 , 
ln accordance Hi t h t he original schedule, These ships have no 
tall guns , no protected gas tanka, no armor pl a te. For the 
present they will be used only tor transport work , but provision 
can be made lnter tor protecting the gae t anks and t or ins talling 
11rmor pln te which might make them availabl e for night bombing. 

II. Twen t y B-24-A's from Coneol1datec! 

MaJor Fleet estimates that these Will be delivered by 
April 30, 1941 , or earlier. They have prot ected gas tanks, 
~or plate, and a tail gun, but no tail t urret. They Will be 
u!eful only for nigh t bombing. 

III . Twenty B-17-C's from Boeing 

These are all comol eted and are nov a t Seattle and 
Sacremento. They wil l be turned over t o the Br iti sh Purchas ing 
Co~aeion on January 1, 1941. It will be necessary to install 
in them Sperry automatic pilots and bomb eigh ts, which will mean 
some addi t i onal delay before t hey oan be used by the Br1 tieh. 
They have protected gas tanks and armor plate but no tail gun . 
They have a tunnel gun, but the Br1 tieh Purohaslng Co1111li&aion 
thinks tha t th ey will be useful only fo r night bombing. 
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TREASURY DEPARTMENT 

INTD 01"1"1Ca COMMUNICATION 

Hr. Coobrt.D. CONFIDENTIAL 
aec1 otere4 ettrlbc truuouo,.. of the nporUec 'bake were ao follower 

Sold t o oo .. trolol OODOirDI ~.COO 
J'uroh&ee4 fro. O-roiol OOilOirDI £17 ,COO 

Ill tbt opell aarket , otorllllc optne4 aDd oloot4 at ~.0}-3/~. !?oaoactlollo 
o! the rt~rtlllc 'ballkt vert ao tollowo: 

Sold to co-trolol ooDCtru I:J ,COO 
Puroh&te4 f!'08 coa .. roiol OODCirDI £!) , COO 

!'bt .Lrcelltlllt t r .. p110 ""' quoted at . 2}6o Wlt11 late la tho atttraoOD. 
It olottd at . 2)65 'bld at\tr a ...U uowot of 'butlatot wao traaaaottd at that 
J"Oit, Teotordq1 t tlul quotatioJI wao , 2)62. 

ClooillC quotatiOill tor tbt other ourrtllOitl vert& 

0t.D.a41t.D. dollar 
8vho traao 
Ia lob IUl'lr: 
Lira 
lraolllaD ailrtle (trot ) 

: llexioaa p too 
OU&D pli O 

1)~ 41100\lllt 
.2}21 
.lloo5 
· 0505 
· 0505 
. 2070 
&-9/1~ 41oOOWI\ 

'lhtrt vert DO COld tr&DUOtlOJII OOJIO-te4 'b7 U todaTo 

lo .... cold oacac-utl vorl roportt4. 

OoU 1D lot'bq ""' prietA a t tho equi•ol•t of tJJ, Sl o ap ~. 'lht ollnr 
equl•tloat ""' aaoh-•1'14 at ~}.~].~. 

In Loo4oa, a prlot ot 2}4 vao t1s:e4 tor 'both qol &D4 torvarf, ell•••• 
hpreoeuec a pill ot 1/164 1D aaob cast. !'be dollar equt•oltal ot tbio priot 
to IQ, 7~. 

llaa4T &D4 .....,..,, 11u1-t prlot tor torolp ollnr ""' ~ al 
r.r- Jt ... !'be !rtuu7'• :pvchaM priot tor toroip tllnr .. alto "Mhoep'. al 

• 
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wo M4o oae )IU'OiaaM td •U•er -•lac •• 225,000 -•• -. .. -. IUftr Pll"CibU• Act. !Ide r.,re-•e& a a.lo r... ~-...,, 
ftlo J'.U..-1 bo~rTo lalt ot Iow Tort cna•.a ,.,. 0.\1'01 J.ck ot n lol.Te4or 

thrl ... • oa\11 loaa ot t25 .000 J"'otordq, ••\\lac aol4o ao oollahrol t21,)06 ta 1 

14 froo \be llo1Ye4o ..... liMit'• ........a4 -•· !loa •o\al ot - 1-. -::tota~~4llll uowoh \o t897 .ooo. •-.a '117 tl.oo}.ll7 la plt. 

CONFIDENTIAL 

Regraded Uclassified



TREASURY DEPARTMENT 

., ... , INTO OI"'"'Ca COMMUNicATION 
~# 

(fr DAft D """'• 6, l!Jiio 

~~ ~~or,.uu. ST RICTlY C 0 N F I DaniA l 
llr.Ooohraa 

~ J•cleral. bMn"• laAk ot .... York Hpol't•4 U.• tollowlllc l.JiforaU•a 

rtprdiac thO t...n-Uoae l1.te4 oa \Ill atteohe4 etahMah la ltallaa ac_, 
a1Ateloe4 11'1 \111 

h4aral .a. .. ..,. Juk of •• Tol'k 

Cba .. •uoaaJ. lll.alr: 
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JIM, ' 

•• • 

• 

• 

• 

• 

• 

• 

Yo ric 

$200,000 

• • 

' 

llc.Dco 41 lla1)ol1 'l'rua\ 
Co. , S. Y. 

-
Paid ~o 

Cbeck \o order <d 
:S...Co 41. !!&poll b11.8\ 
eo., I . t ., 6apoelt.•4. 
wi\h _,,,. !na\ 
Co . , I.T • 
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._...,, 
!!!!! Ore4He4 

J)M. ' $23),000 

170,000 

• 

Cbae• Hationa1 Bank 

Account Cre4.1 t.e4 

Credi •o l\aliaoa, 
J.T. 

I&Dco 41 x.pou 
!Met Co., lf.T. 

- 41 Boa, a- Cba .. llaUOIIAl 
1aUt. II, t., 'b7 
or.S.r ot C1't141 w 
I~l1aao, I.T., , 
'b;v order ot 
C1't141to ltaliaDo, 
N,T, 

$220,000 

170,000 

~count. Deblt.e4 

I&Dco 41 llapoll 
truat Oo. , B. Y. 

Cbaoe llaUoaal llaDlt, 
ll. t ., tor ..,.,......,, ot 
Credl\o I~lteno,V,J, 

Credito ltali&DO, II. t, Cba• llaUOIIAl :Baal<. 
ll,t., tor a.coouat ot 

l!aaca 41 - · a-. 'b;v order ot Credi w 
ltaliaao, Boa 
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htloDA1 Oltz knk 

Aeeawol Cro41to4 

$29,000 

A-ccount Deb1 te4 Pa14 ~0 

Ba\1o..U CU7 liUit, 
». T. , for acOOUD\ ot 
..... 0 41 lllipoll b'ae\ 
eo •• w.t. 
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TREASURY DEPARTMENT 

·•·(,-~ INTIII ~ COMiiiUNJc:ATIOH (;01>...,.. 

·~~.-_'!> DAn :o.o.-.. 6, 1~ 
~·< 

TO Stcretal'7 More ... ~ S T R I C T l Y C Q N F I 0 [ N Tl A l 
Mr. Ooohna 

!be rt4eral :leotrn hak ot lew Tori< reporh4 the tollow111C truM4Uoa 1a 
\ht occout of the 1\ate leU: of the v. 1.1.1. Mlatal.at4 Y1 til the :aat of the llaahaU"" 
Ct, ' J. T. 

llah - Aaouat Crt41tt4 

ti!OO.ooo Ch&ot llaUaul lalt, I,T,, b7 
or4er of State :aat of the 
u.a.a.L, No•-
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TREASURY DEPARTMENT 
281 

1~111 01'1'1C3 COMMUNICAT10H 

Ill'. OoollrU STRICTLY CONFIDENTIAL 

TM lta.r&l R .. trt't - ot Itw York rtporh4 U.e tollowbc t.........,Uoa 1a 

lht occOUAt of Dw.hohe Gol441atoat'ballk. hrUa, a 1aw.1M4 wiU. \be a. .. llaUo.-1. 

3uk. J . T, 

PaU !o 

Irriac t:nut eo •• I . T. , for 
accout ot Carl ~ke 
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Dn.-br 1, 1MD 

1ft uu Gaenl WaU.a 

u tM s.ontar,• • ....-n. 
I aa "tvaha ui'Witk tile lotte• 

.aano..a to the t>r.lii•t 'b,r 

)lr. z., .. 1-• • Dum"" a. 
liMO. 

lajOP ... nl U.la L Watooa, 
s.."tar, to u.. rr.11a.t, 
ftlonlte ..... , 
I~ D.C. 

bolo ..... / 

" 

Regraded Uclassified



.,.... •• '· lNO 

JCr 4eu Oaenl Watacma 

At the S.oretar.r'• req .. at, 

I aa ret1l1"1liq lltPOlth till latter 

a44Pnaed to till l'P .. idot 'bJ 

117. len• loa .. em De•••• 2, 

•. s. llota, 
Pl'i~ate S.ere'&PJ• 

lajor Geaanl U.h L Wataoa, 
Stuetar,r to tu Pr .. idl•t, 
'nl• '"ta ...... 
laal!tqtoa, D.C. 

luloftl'l. 

···---
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12/6/40 
284 

llpies of ~~. Jones let ter of 12/2/40 
~d the President ' s note of 12/3/40 
furnished to ).!r . D. W. Bell, l.!r. White 
and Yr . Foley on this date . 

Mrs . McHugh 

... ' . ~·, 
. .. 

\ 

• 

• 

/ 

• 
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THE WHITE HOUSE 

WASH INGTON 

285 

Aboard Prealdentlal Bpeola l 
Deoe•ber 3 , 1940 , 

IIEJIORAHDUM JO R 

THE UCRETARY or THE TREASURY 

FOR YOUR IlfPOIIIATION 

F. D, II. 
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m•m-
111111WNI 

28G 

1'Mut Pr .. l .. aUal Speelal 
Detea\er I, lNO 

IIJI')I'!OOI J01 m SICIII'UIY C1l m ftJASUif 

r. D. L 

• 
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........ 1NI 

I••• L 1 .. 1 (lipet) 

lh'•'•'"'- • 

• • 
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December 6, 1940 

Dear Sir1 

Will you please t ransmit for me by a secret systeo 
the following message to the President: 

QUOTE - lfter consulting with appr opriate 
meaber a of Congress, it aeema t o me advis­
able not to do the usual refundin~ into 
partially non- taxable bonds aa I reel by 
t1dting until Congreaa 1:1eeta l.n January, 
"e will have an excellent opport uni ty to 
get the necessary authority to make all 
Federal securities wholly t axable. Wi th 
this in mind, I would like to have your 
apr,roval at this time to borrow only 
between five hundred and seven hundred and 
fif ty million new money through the sale 
of wholly taxable five year nat ional 
defense notes. Would appreciate an answer 
by Konday morning. Hope .thet you have loat 
your head cold and are f eeling enti rely 
well. - UNQUOTE : 

Sincerely yours, 

The Communications Duty Officer, 
llavy Department, 
Washingt on, D.C . 
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TO: Secrotn~t ~orcronthnu 

F?.C: : J.:r. Coston 

DeceMber 6, 1940. 

Supploccntinc ~ previous nomornnda , the !'ollotdn~ 

c'1art 3r or 'IOSSOla ot the United s t.ates to aliens is con­

&!~orad of intorast : 

Tanker AtrnO?.A (01'!'icial 1:o. :U'J9S4) - .\!>Plication r Ued 

by Socony- Voeuwn Oil Con:pany, Incorporated, !low Yor k, r: .Y., 

289 

! or aptrovel or charter to Vsesoyu:.noe Obedinenie "Soyuznot t.aoxport" , 

an a:;ency of tho u. s . Soviet Govenu:ent, for one voya<;e with a 

earr,o or =tor : asolino fro= a port or ports in Califorr.ia, to 

Vladivostok, U.S.S. R., 1oadinc alx>ut Janunry 2, 1941. AJ>proved 

26 llovonber, 1940. 

Tan.'<er em;.\ .\.'1.1CT.7 (Offi cial ::o. 220600) - Application 

filed by Socony-'/acuum Oil Ceo;>eny, Incorpora ted, ::...,. '!orl:, ), , y ,, 

tor approval of charter to Vsosoyu:noe Obedinenie •s~;uzneftooxport•, 

an acency of t hou. s. Soviet Government, for ono vo;ra: o lfith a 

car :;o of r::otor ;;asolino .from a port or port• in Cali.tornia, to 

Vladivostok, U. s . s.R., 1oadin: about !lece::bor 10, 1940 . A;>l)rovcd 

26 r:ovecl>er , 1940 · 
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Dec..,ber 6, 19~0. 

IIJo::'ORA)IDU!l 

TO: 
FRCf.!s 

Secretary Uorconthau -~~~ 
l!r. Guton /f/'Y / 

.Ldn1ral Stark has in!omally noWied 'l:aasche that he ex­
pects to u.ke a request soon !or tour cutters ot tho 250 tt. type 
tor patrol service in the Ceribbean to relleve 11&"7 equip::ent. 
'n>oy probably want to use the destroyers tor neat ooobllization 
and exarcioes. 

Tho NRV'J nOll' has the CA!!I'BEL!., which is at Lisbon, and two 
125 !t. cutters which they are usin;; ns buoy and net laying boats . 

2SO 

We have only ten of t!1e 250 tt. cuttors . 'n>oy can, of course, 
be turned over but it naturally will leave uo rather poorly equipped 
in some spots tor any emer~;ency that mi(lht r oquire a large boat !or 
heavy towing or a major rescue oper ation. rlaesche 1 a idea is to strip 
the Cult re&J,on or big boats , leaving tho 165 rooters to do the job 
there, which seems the most lo&J,cal thing at this tiJ:la o! year. 

Tho Stete Department bas informed Coast Ouard thnt they 110Uld 
like to have three cutters working continuously in Alaska next soasonJ 
two !or tho Rut Coast and one tor tho '!'lost. Thoy -..ant planes on at 
least two ot them and a shore plans ~se ostebllshed. Tlaasche plans 
to ask Navy it they can 1 t turn over tho old e::AR to us atter tha B-Jrd 
expedition is broUj;bt back tr0111 tho Antarctic this winter. The Uavy 
hu spent $)00,000 reconditionine her and she can carry a plane, as 
can the NCII1'!1LAliD. She would be useful tor the tor northern W'Orl< on 
the out coast ot Greenland. 
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TREAsURY DEPARTMENT 

IHnJt..oltlrlea CiONMUNic:A'nON 

Seore=;/Apllthaa 
llr. Baa • 

. 
In aooordanoe with 7our reque 111 we han pr1H4 a 

5 7ear 'l'rea8\11'7 note, lat1onal. Detenee 11r1ea, aeRIIing 

tbat poh a note woul.d be aa :f'Ull7 eubJeot to taxation 

ae 1a pera1 tte4 b7 the opt1ona allowed thB SeoretarJ b7 

enat1116 law. 

'le bel1ne that 11\loh a note could be .uooeutul.l.7 

ottered a1i tbl preeent tiM nth a 3/~ peroent ooupon, 

and would 1111 1n1t1all7 at a prea1ua ot about 16/32, 

equ1Taltnt to a 71114 bae11 ot .65 percent • 

• 

.. 
• 

• 
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......... 1 .... 

n-r •· ....... 
c-. WI .t ... ts•a~ I _, .. 

\JIMk 7A ,_ ,_ lat ... ., r I 0 Sf ..... 

""itlo -- .... _._., , .... Ia ...... 

-. u.. ,., a h '" ..... " .... '-' a a 

U.. CIIU- til._ ..... svC 11\lM ..._ 

lit • ._ ... ._ app la\aa ,_ recf'ld • 

(Sigr.td) H. S. Klotz 

.... ~late. 
Me .. I esWV • 

... a...ta. ... .... .......... ....... .. 
c...tt ., ~..a w-. 
na-. n u m • 11111 ..... 
• ·"reo• .... o. 

Ofl/ 4bo 

I 

• 292 
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.......... 
...... (J , ... 

Cia WI fll .. 1 1 Ul 5 I _. .. 

._.,_,.,_l .... flll 'Jr-. 

.... _ ........ -- fll,.... ....... 

"*"' a ,.,..._. ...... ",' 
...... _ .......... 77 rt ... ..... 

•• III£ tt 15 s ... ,_ .. we. • .... ..,. , ........ 
Nu4.-.. 

(Signed) H. S. Klotz .......... 
Jll 1 I 7 0• 

:· ':..I;J ;~ 
t ut' fiiDM ,: ... • :::.•,s .,., .. ...., .... 

r a 

, 

'"''" 

293 
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au n e. s-. 

o..•· _., .. 
Cia WI .t .. 'I ..... , I _. .. 

.-,. t• .,.. 1 .... ., ••-•n-. •• , -. 
,.._ -- IIIII • _,_ .t ,._.. Ia ..... 

.. tile ••rti'-C ..... lhe ................ '*' I 

...... _ ............ '? ........... ....... 12 II ... ,_ rrl .. • 

(Si&t*i) H. s. ~ 
.... l1e1eo 

fl& 11 II&t? •• 

• • a..t .. _ .. ......... . .., ' ... 
Omen., •w 1 •.., ,, 
na" n a m a .., ..... 
• • , .. 4 .... 

O'fl/ tba 

I .• • ..... . 

... 

• 
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12/6/40 

01"\P.inal of this letter was given to J.!r . 
/fi . Bell today in accordance with 

.. :rs . Klotz ' s instructions. 

Mrs. McHugh 

.. . . 0 
~. , 

• 

295 

. . 
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( 
COUNCIL OF NATIONAL DEFENSE 

COOROIHATOR OF COMMERCIAL AHO CUlTURAL RELATIONS 
80WUN TilE AMERICAN RUUII.ICS 

- - ' 

~P" OU4J11Wit'"' INII .. OI...O 

......... ~'"""""c. 
December 4, 1940 

!.:y dear t.!r. Secretary: 

In view or your interest in the ChUean mission whi ch 
cw.:e t o r.uhington &tter the Havana Conference t o discuss economic 
and financial cooperation, and pursuant t o t he rec01t11:endat1on or 
t~e Inter-Department .al Coa:dtt.eo, we are pleaaed t o send you a 
sllO>Ory of tho arrangements otrocted to date: 

(a) The Export.-laport Bank ldll malce avallable 
a $5,000,000 credit t o tho Central Bank or Chil e. Tl\i s 
hAs not y et been announc ed. 

(b) Tho purchase of )00,000 tons or nitrate• •• 
a stoclcplle 1e expected t o net Chile from $4,000,000 
to $5,000, 000. You will recall t"-t Chlle, in answering 
t he Trenour;y's questionnaire, on August )0, 1940, indiceted 
a desir e t o maintain production a t an annual rate or 
1, 500,000 t one in order to avoid i ntomal problema in 
the nitrate area. The purchaee of a etockplle 1dll be 
of mater ial assistance in carrying out this objoct1 ve. 

(c) The case tor acquisition or Chil ean copper 
ha s been broueht to the attention of the Advisory Coe­
!Usaion to the CouncU of National Defense. It now ap­
pears reas onably certe.in that further aeaUlanee t.o 
Chile wUl. deriv e from our expanding requ.! r eunu for 
copper. 

At a meeting of the Intor-Deplll"tlllentaJ. Com!Uttec held on 
~ •camber t hird, it was suggested t hat t he reoulting aid to Chlle 

; ht not be edequate to aa tiaty her antici patod neoda. 

The head of the Chilean Wls• ion, Winioter of Fomento 
·1\nake , I• returning to Chile this week. The Office or the 

•. ... 
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Coordinator, in collaboration with the Inter-Depart.a,ontal C~ttee, 
wtll continue to atud,y .. ana or etrective cooperation 'between CbUe 
and tho United statu. 

Thia letter 1a written on 'beh&l! or llr. Rockefeller, who 
haa not 7et returned to the cit7. 

Tho Konorable , 
Tho S.cretarJ or the Tre&WJ'T, 
1\'uhi.ngt.on, D. C. 

VerJ oincerel,y yours , 

' 'dtv, :...c. - . 
CARL B. 5PAETH 

!Xocut.ive Assiatant 

Regraded Uclassified
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.., .. ,AI'T IIII.KTIU 

~····.-a:.n ... .. .-............... ...... 

2S8 
~...,.... 

..,_ ...__,_, ...... THE ROCKEFELLER FOUNDATION 
INTEilNATIONAL H£ALTH DIVISION ..-r ... ~ .... ...... 

4' WEST - STU&T, NIW YOU 
uau u•u.: • tean .. , ._ •• •• 

Doo.aber e, 1940 

Do&r llr. Pohle: 

....... ~ .... ...... -·---. ..... .......u., ...... 
--.. .... .............. 
ruu; J. --· • ••• 

Some time ago Profeaaor Ch&aberlaln aaked me to 

aond him any descriptive mator1al about tho oituat1on in Europe 

and we h t.n, ae you may know. aeot hla preYloua 1nat.&.lJDemt1 • 

Attora lollf: l..nternl, duo to dolayo 1n tho aaih, wo bavo now 

roce1.-ed •arioua report. and have culled tro~ tc .. descrlptiTe 

u.torial whlcb might be ot lnteroat to tho Treasury Dopart:w.nt. 

Tho onolooureo oonoiot ot tho toll owin&• 1) e•oorpta tram reports 

tram Dr . Qeorge K. Strode, who ia lo oharte or the work or the 

Rockefeller Foundation Health Commioe1on to Europe with bead­

quarte r• in Paris, and 2) a report ot an oxtono1Yo trip through 

Sp&ln by Dr . John H._ J&nnoy, who h ropro .. ntlng uo ln Port"'>ol 

and Spain w1 th boa.dquartoro ln Lhboo. I oa undlng a clllplioato 

aet ot thoae encloaurea aepa.rately to Proteeaor Ch .. berlain. 

Slneo 1lr. Fosdick wroto you, uodar do to ot Oot-

obor 9 , 1940 rega.rd.fn& the work: in France, tM 11tuation there : 

baa ohanr;od oomewhat, A).t!lou(th thoro hao boon .. crnt deol ot 

delay, it now looka ao it tho pror;ram would r;radually begin to 

da'Volop alonr; tho general linea et tho agr .. JDont which 1o ro-

torrod to in Mr. Foediok'e letter. Io that oomaun1oat1on Mr. 

Foad1ok opoko ot the 1..ntont tor tho tt..o boiDr; to oootino acti­

Yi tloa to tho occupied aeotion. On tM b&alo o.t rooont oon-

l 

) 
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nro~tlAU with tboo State ~Dt 1t D.,. ~ppnre that tbl1'9 

nood be no 1Dh1b1tion oa tho wort 1D tho UDOOoup1od ooot1on, 1t 

tho nood ohould bo o01lpoll1D~t,and l\loh 1Dh1b1tion bao tberotoro 

boon remoTod, although thoro io no ~d1ato proopoot ot our 

doing aoyth1n!; 1n l"ranoo beyond tho wort alroacl;y planned in tbo 

oooup1od ~ro~. I lli~tht ~dd tbat I u plunin!t to ~:• to Bllropo 

III)'IOlt ~t tho ond or tbo oolliDit wool< and hope to T1o1t Port\l!:al, 

!:n~tlaod, Sp~1n, and pouibly Fruoo. 

llr. John PoiUo 
Troaoury Department 
1!aoh1DittOD, D.C. 

boloeurea 

• 

Si.noeroly you.ra, 

• \ ' 4"' -· ' " 
DEC." I ~0 . 
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::xcorpt•frcx.:~ tho dl o.r:; roport ot Dr. 
Ch"-rr o or t ho :tock't<o f'e lle r FouncL..t.t on 
:r-1 t h how.dqun.rt:.r re 1n l'ar h . 

::optoQb&r 22 , 1 !l40 

t:oorro r. St rodo . ~·.J. h 1n 
lf +t.ol th Co.:.• l ao .· ·' n t "' o ... uropo 

3GO 

~,,, 1IC ,. tycx;, TT, L At t ho aut;rJ;et:o"\ or Or . Jaokaon r,;:; e&ol • .,d at Ut.o 
Eospl t.u.l to a ..-, u. proboble Cc.L~e of av\ ta:::1nos11 

rooe ·-.tl; ~rdvod fro:.. L:.::llenu . Or . J&~.okcO!'I ..,_,oat or t~ &O th..t Jr . 
Jc.ol.: lo J\:f'ld .... rto r .. s . Tho case 1·t f}~ ttton 1c G Pr !l.C ~l ~dio-1 o "!"1cor , 
u com.--td~t . who sustu.i:1od lo. bu.d oaapound rruot uro of t -.o f'eaur c.l .oc t 
thre iJ ·~.~nthe ~~o untl hcG boon i 'l hoo~li t.L.l ..,t ,.clone c!neo t.~t..t tl.t'\0 . Upon 
urr1vul ut. tho nD\,;;.~ioa:.n Hoa;itul ho .,...,., •la~.out nor1bund , ·•ith blo•Jd 
pr •a ouro OG - GO , subnormal to~por.turo , ru.piJ puloc ~nd qu1to 1rr~t\onu1 . 
l!ov.th wu.a r ound in vor; bAd ouud1 ttvn, tooth lo .. ou , oonaido:-c. ~' !e ::onorul 
oodo~ o.nd olobo r-out ovidonoo or oll~111Ary por l:too.l>HitJ • Tho po.t lont 
na \ OOOtnitod 0.0 8'"fferin& froi':l lo.ok O f vitamJr.a Wid .;o.O i n .. diutoly put 
on " .,.,nd c hypod.ormioolly . He roapo"'ldod vo r ";/ 1,ul clc l;; o.nt! soon b•JOu.::o 
r~t1Jn&l . 8lo~d prosauro anU tomparAturo ha~ o both rison ~~d t he p~tS ent 
11 1nt1n1~l.- bet ter. GKS wo~dorod 1f t hio 01400 1• not o. prett)' &ood index 
ot tu~ny of t.ho pr1J0:10ra in odpl in t !\o nort.'t or Fr ...:lCO• Obv i r vs l :,t t:.~o 
ration of th1o 0:10 =• ..r.olly laolc1n& ln vlto::dn C \"lhloh po,!>a,-s wu• t ho 
ot.Jor oau.ao of tl10 o;"'l'tooo. Stnco t he """'r1o..n lloap1 t.<J I• contbuln& 
to race1vo bad fn~.cture o&.aes t'roa t.."lo north , tho .:lutrltiO:l1at or the 
Cacc1a• lon u;on. hi• arrival tm.y rl"'\4 c.::aonc tho:a a.. :;ood 4oal of i .ntorost . 
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cOLLBdt bi ri!AWCI. So~r 2S, lUO 

Pi'oP, I . n ld tsar..,., on W!iloh tho Dat lca bao b.-
pla.,.d 1o not OAly poor in total oalorloo bllt .,0_ ~- •1 1 t1nw both Ylt&al. d •-- l • ·• ~ Y proport CIDM 
roof4'0 -.. no "' """'"'a I • 'tho popula tlCil oo a obort bllt 
bala.~ood dlot will not bo po.--nently claaoacod1 lt wUl be rota~d, but 
able to bo,ln ,rowth &~;dn wbon t bo dlot 1o roturnocl to norw.l 'i'rl th 
dlot wh1oh 1o oo poorly balanood ao t ho o,. now bolftE appllocl 'tbo ~ 
lo t.l.aoot oortaln to be lrroparablo . In order to Wl4ort.olco tho OlWI!no_' 
tlon Of A lo.rr;o n\llllbor or lndiTiduala thro"'t\Out Prartoo, it wi ll be 
neoet aary to aot up a r.., exper1a.tnt&l oentera wb.ioh o.ll.Q bO! ueed tor 
t rolnlnc perooo:aol , dootora and nurou , and it 1o in t hh partioular 
~halO or tho aotiYity that tho R.P. a&)' bo able to ..... a di otinot oon­
trlbution . It wi ll be partioularly uootul to have a ....., like y..._,. 
or Xruae hete booa\Jee they have ha4 an experience wbloh wU l be or t J"ea.t 
Y&luo in or tJ&lllaiJl& and adllllniltor illll tho work. 'tho ooleotlca or t!>e typeo 
or toot whioh oan bo particularly applied ln t ho r lold 11 one or &re•t 
!J:aportonoo and thooo who bavo boon dolnr; thot oort or tt\lnt alro"dy will 
be or tho &roatoot aooiot&noe. A .,."'1 O<llloldorablo oorpo ot clootoro 11110t 
bo tn.lnod and IIZl1 ta oat up, particularly in urban oentoro. 

?rot. II , oaid tt\at tt\o sltlll'tlon in tho rrao &one would ba 
woroo than in tt\o ooou, iod booauso or tho , ..... tor l aok tMro or both 
Yit&Clinl A and 8 . In ,onoral, rural areal will faro lou badly tt\an ur)>an 
althoueb tbaro are ,..,. rural arooe whioh are Yery bad lndMdJ -· Ran­
douin 'o turToy -torial hao already '""do tt\ie quito oloar. lloblle unite 
will bo roqulrod i n all probabi lity tor tho turYoy work ln rural ooaounl tloe. 
Conourrontly with t ho rio ld otucly or tt\o ortoote or malnutrition, tho pro­
duot lon or 'ritallllne and vitaa>ln oonoentratoe •uot bo ~otton \11\dor wo.y. 
Produoti un or vi~ A at llareei llo h&o alro~dy boon otortod wi tb tho 
ool l aboration or CheTall 1or . Whether or not Yr~oo wil l bo a ble to produce 
ono~~~;h vit&al.n tor ito needo 11 YO"'f doubt tul , 1n whioh oaoo Prot . oxproau4 
tt\1 hopo that tho tlnited Statoe lllght be 1n a posltloo to proYido ooMldor­
able ..,.unto. 'the Yltomine whioh aro produoed by Fronob lnduetry will of 
oouroe be oont rol lo4 by -· a.ndouin'o laboratory. 

tho oUrYoy ab...,.. onde&~;od will prOYido euetly tho typo ot 
oYiclonoe ..... ioh relief orflOJll&at lono euoh u tho A.R.C. DOtd 1n order to 
,_tit)' ••n•llnc larp quantltlee or aooeuory rood ol-to. 

S.pto.ber 28, 1960 

On iaTl tatiCD of !)r, Vauobor of the Coaito lat lonal do SorYloe 
Sooial OKS jolne4 bie party '111\{ati 'rloitod tho Dtpart..nt of tt\o Ohe t odly. 
Other .:..aboro or tho party i noluded llr. Allen, llr. Gibbon and llill Ca..-lt 
ot tho A.R.c.1 Prot. LolCD" uohtont or Prot, Dobr11

1
an arohltoot..:;;d twO 

eooial workon aho 6oioa,:iD« to the c.11.s.s. Prot. V • objoot iD in& 
the trip ..,1 t o 1eouro -t 1ntol'll&tlon ro~ardiDC n .. do or t ho laportant 
O ... llllitioo or tt\o dopa..-nt. !1111 11 one ot tt\o nino dopartooontl witt\ 
Whlob be 11 rt1oularly OCID.,....,.d . He hopot eoon to .. tobUeh a dootor 
and a n !:, hla ~ 1\fpreeentotiTOI in .. ob of tho DiDII dopo.rtaoate . 
llurins ~dai·wrrlo1te4 't6ur- ratt\Or thoroucbl;r. inoludinl llea ...... l l , 
ar.tow.l, ~ and loJan• lro alto etoppM tor halt "" hour iD Caolip1opo, 
but due tao tho latellt .. of tho ho\11', QGDO ot tho ott1o1al• _,.. •-· 

' 

.o.HisOr 
'\ 

• 
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Duo to tho f'o.ot th-t P!oof'. V. bed a opooif'io tuk t 
pliah, it Wkl cot pooaiblo ror o~s to ooouro dotollod iat'oraa~i:_oo::­
& nUIIbor or .... ttera without un4uo 11\torf'oronoo with tho •1n ob 
or tho Journey. Downer, a r;ood doll of' !nto.,...tion wu IOourodj:::~Ye 
more i.,portont, a very aaourate pioturo or tho o l tuat1on !n that _ 
tioular dopartaent and i to i111:1ediate and lonr; tora nooda. pu 

Wo drovo trom Parie diroat to Soaunh and were lookift out 
&11 the tl.mo f'or nidonoOI or t ho war. For t ho DOlt port !t appe:rod 
that thla .. otion had bo., r o.ther little invobod. Tbore no an ooouion­
&1 now br!dr,o to replace t ho one tho. t had boon dootroyod and an oooaolonal 
ov! donoo or baab111c, but it -• not \llltll ,.. rnchod o

0
auva!a thot thoro 

W' ro ov!donOOI or d.oop WOun41 and ucly IO&rl, 11\ro~~&hout tho trip we 
oboo,.....d that plowinr; wao r;o1 11b on about u uouo.l , f!oldo hoinr; propuod 
ror winter who at 1.:1d horde or oattlo hero and t.~oro , but not 1n l ar,o 
niiOihoro , IUid two obo&blo noclco or 11\Mp, althour;l\ thil 11 not a ohoop 
OO'"ntry, In all tho o::>&ll tawno it appo...-od t hat V'O'IPI or tho a...., o.r 
ooaupation wore bolnt billeted. 

9ooun 11 . !lao a aon:>al population or I OIDtwhat ovor 18, 000 whi ch 11 
now abOut 12, 000 but cont1nu1n& to 1nonu• aa former r e1ldent.a return. 
:ro "alkod about tho dootroyod o.rou1 tho entire ooat,.,.l pll.rt or tho t.., 
oxoopt t ho Oathodr&l wao completely doetroyod. Tho dobr!o h&a booa olo&rod 
aoaowhat 1 0 tht.t thore are a rn atreede oponed ar,d.tL a nd 101111 of the 
farner inhabitant• have otartod to dis out t he ma11 or otone wh!oh ra­
proaonto t hoir roraor dwellinge. At eGAY plaoeo thoro are o!&a• oa tho 
dobrh r;1Y1n' tho nwoe or t.lto otore wllioh onoo oooupiocl tho o!to ancl ito 
prooont addroll 1t' by obanoo it hae boon rooponod '"".owhlro elu. It trill 
take &tl 1.1:lCion•• amount or work aoroly to oloar tho croun4 of tho proeout 
dobria a., d only attor thlo 1s d011o no.n roOCilltruot!on bo r,otten Ulldor n y. 
On tho oentral Plaoo or tho town, tho lldrio hae ot artod to c>onatruot a 
eor!oo or bull din&• .ml.oh arc> to aorve u etoree tr1 th roo!donoo or tho 
ebc>pkoopar o.bovo. Tho .. " '"" to bo rented c>llo&. ly to •robanto who trieh 
to re01tobl iab th .. lllvll. We WO>re tol d that a Gall ahop OOll bo rooted 
ror about 2 , 000 f'rano• & y;:o.r. In anotbor put or the town whlol\ ..... 
not -bordod uvoroly, where thoro 1a a lar,;o opan equo.ro, the llalrio 
h oonatruotin& -odoa borrow with f'UIId l oeourod tro:o thl Soooura 
!ati011&l. Tbeoo aro ra!rly well oonotruotod bu1ld1oeo, with a dou.blo 
wall and air lp&OI botwoon. l!aoh rooa o.ooodldatoo troa ' to 1 pooplo , 
dopondiJlS on !to abo. They t.vo alroad¥ 0010plotod aoc<~~odat!ono tor 100 
pereooo and o.ro oonotruot111c aoc>.-odationa ror ono hundred ad.ditlonal. 
Tb11 bu1ld1nc; oooto about 1500 tranoo a equo.re lOtter. The bulle ot t ho 
people or thO tO'In\

1 
howeve r, who arl hOM loll II& VI boon taken into h ... I 

or tho11 who woro ...,..e tortunato. Tho horraoko are oerved by tl'lO pubUo 
l\y4rante and thoi'O aro toilet rao!l1till ror tho barr&oke at tho end or 
tho Plaoo. Tholl , l>owenr, o.lread¥ oxbted &Zld urvod tho population at 

tlaoe or taira, eto. 
• • Sl In 

, J .\t tiM Pret'Oo~ or the 01•• w oallod on Dr. tZ"!hr, -
lpootour d 'll)lli .... , &Ill! 1n hl l ott!oo ..t tho a. ...... aoo 0 11 111 l ooal 
oharp ot •dloal atroiro la tho dopo...-ot . Tbotw • • &loo proaont a 
ropN...,t..U" ~,~·f!tOUJ'e l&tioa&l, ... woll ae t.o ~~~rr!.ototh. 
"'" .u-.s .. ' :,l ...... -tere4 about urcellt neodo at tho -.---
polJat ot n .. ot ...Uoal &Ill! boapit&l oorrloo, drucoc oholtor, .to ..... 
ao 1a tho hiae It ....._, tho 1J1apootour d ' !lni.,.. ototod tlat tho 
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r;re&t.ot llu41•p t o ou ryinc on the work 1o the hal< or [ &ool!Qo. 
Thoro are 2,000 ouoa ot tuborouloo1o in tho cloput..t t~ be oar.4 tor 
and 00 rao111t1oo tor clootoro &nd nurou to cot to 41oponaar1eo roplvl 
or tor tM pathnto to £0 thoro. Fortun&tell' there ha.,. boon pro.otloall/ 
no opldeaioo oxoept ~oonteey, wl>lob now oooao to bo prott 1 liUOh olot.rod up . 
Dr, R. opoko or tho £004 e1'1'ooto ot tho aor~a uoed thtrapout 1oall)'• 
lloclloo.l 1omoo 11 or oourae oondltl oned by tl\a nl&bor or ph;yalolanl afttl­
ablo. Thuo aro otUl lno.cloquate olnoe • n'lll:lbor han not returned to the 
dopar-nt. On tho otbor h&o.4, the S;ynclloat lled.loal h&o boon wwllllnr; to 
gnt.nt pol'll111lon to othor ph;yalolano to praotloo ln tho clepa-t. Thoro 
!a oliO a obort&£0 ot clrur;a , oulph&n;ylulclo bolD£ an out1tan41D£ ono. 
The cloportaanto in t ho ooouplocl &on. ht..,. no d.lttloult1 In IO<>UrlQr; ura 
r ...... tho Puteur Inotltut e, h.,...,,.. Another outotondlnr; need 1a otn!lld 
allk, pt.J'tlou.l&rl)' in tho tru -nt or po41a trlo .............. told the re 
waa not o. olnch oan ut.llablo at BoaUftl a. 

lloi{ltela. !be altuatlom ror;ar41~~C lloopltel 11moo h dltrioul t 4»> in 
po EO tho ooou~ toroo1 amd ln pal't to oo,.. doatruotlon. The Oi ao 
hal no.--J.l;y 7SOO boclo , but onl)' ~.ooo or the1e are at prooont an llablo 
tO tho ob 11 popul&tlOAo J. A-1' or b01pl hla 0 too are olloJ't Oil I &I Jlltial 
co.torlal wbloh • 1 loot or cloatroyod clurlnr; tl\e ... r. Tho A.R.C. will bo 
oblo to ouppl;y oCIII or tho noodle! Mtel'lah, at loaot tor ar- or the 
aoro JJaport&nt oont.ra. Dr· R. lw.a 18 publio bu.lth nurooa on hla oterr, 
&lid In o.ddl tlon thoro a re t on aoo114l workoro doing mo•tl)' roliot work . 
All ot hla puri ODQOl 1a handlo&ppocl b)' holt or aoana Of tr..noportet!Oilo 

!bore 1o a Centro cl ',\ooue11 and rot'uj:oe OUIIP o.t BOIUY&lo. n. 
nual>or bolnc handled tho ro 1o rocluood. Onto..t.-tely ,.,.. or tho re"'«"• 
upon arrlnl in the Dopart.ont or tho Oloo oan £0 no turthor and t.re ortoa 
lent boal< to tho place rrom wl>lob they · - .......... told tboro bad bolD 
11100 tendono;y t of' local authorltteo to ohltt rooponol bUlt)' tor rof'llf;Mo , 
undine u- troa oa.o pl a oe to the otbof' l n tho clopart.nt. !hero _,.. aloe 
IODO abuaoo b)' people .mo . . ... not rof'llc•••· 'tNt wl>o 1'011114 tbo uro 1n 
tho rof'uGoo oul'o rathe:- oulor tht.n outaldo . 

Tho probl .. or rooonotruotlon ln tbe ~t .. - to dope ... 
U;Dil tho lnltla tln ot the o..-o. Tbore II DO tooMioal oxpoJ't in tho 
Protooturo UpOil wl><a the o-1 o&n oo.ll tor &c!Yloo . 

The water' """pl;y or lllau.alo lo tlmotlonin& oc-in in p&J't tor 
the .....s-r;ocl oootlon. Peeple a ro oo.utlonocl to boll -tor or trnt l t wltlo 

Jo.vol -tor . Thoro -· ........ 1101'1 th&D .. t rapoontaey I )'I- or ........ ..,... 
botore tho boolbordloent. 

A popul&r rntaurant Ia In operation _,.. one oo.n live t or 11 

tl-v.noo .. cl&;y. 'tNt tblo 1o too bleb ror all)' or tbo poopll. 

, .l*fl• all -,~tioultloo roopootille bouolnc, rood, ...U~ 
ancl hoopltal 11,....1-•, ;;.· .,..,.. tol4 the OIN&DI..,.. int •41ne to 1111 
11,000 aol41wo 41lrl"C the ooa1aC wlAter. 

ItO 
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lie""• llea1ml.la aD4 IINteldl .. •topped alC!Ill tile ~ida 

t or ,. plcmio liiiiGh whiol\ wt.a ext.._ly r;ood !be do.)' to"-tel 

olMr lln4 oool lln4 the •-~>l.n• briO>t w~~e,.; .. atopp~. Sretelllr ~ 
za ldl ... tera oort~wut o t lleallftie, wttb ,. aor..l popul,.tlca ot boo. ot tu 

100 lloua .. whiob •<» up tho town ooly ZOO ara now bllblteblo. llo woro to14 

1.n ~· that it l&n4 s ,..teuil .. ,. tbe two worat boebet'de<l town. 1.n tbo 

4apu-Ot • Thoro 'WOI plcty Of n14eooo Of U l truotlon lurlnc Ollr ft1lt 

,.bout tho town. llo •t tho oool•l worbr who 1a tbo looal ,., ... t tor the 

Coalte l'""oala 4o SorYloo 8oollll. Sbo bu hor otl'1oo 1.n - ot tho r.. 

publ lo bu1141nt• whlob •~ ra not o-.pletel y doatroyod, &be olll4 tbllt 

a.tut;eoa """ atlll p&lllnc tbro~~&b a,..toull, but tow .,.,.. 1200~ the 

nltbt thoro, thirty t o tltty _., tho nwobor obo aaw clurinc tho oouroo ot 

a 4ay. Many wore without 80Do)' or pro'rio lona ancl bad to bo bolpod. fbo 

Soooura !la tlcnal prO'rldoo tundo which unclor tho dlrootlc:c ot tho Jl&lro 

""" t lven to thoao w1 thout raaouroea. Tho popuh.tlon or tllo town 1o now 

about 2,000 aD4 thoro .,.. about 1500 Oonoana blllotod lo Aroteull . !ho 

t h in& ""' opolto ot • • boln,; noo4ecl a oat t.o\ltely &t proaont wo olothlnr;. 

11&1\)' ,.,.. wllll.nc to p&)' tor old oloth l ng lt thoy 011.11 cot lt, Pt.)OIODt h 

preferabl y aade ln t oo4, o to .. Tho ooolal worker roporte4 that the 

pooplo ot the town ....., woourlnc lt there 1o r.n AMrloao olty Wllloh would 

lllco to adopt Brotollll . While Tio1 tl.nc ...,.. the probl• or proTidlnc 

tbo aoolal worlcor with ..,,. acloq\ato q\al"tera wllloh aho neo4a ney _. 

wu d1oouo11d &t loQCtll, l&n4 a looatloo woo oolootod tor oott!Jic up t. 

barraolt whlob oould ••""' ,., bor otl'ioo t.nd llloO ,. aall aul>-ballltb omtor. 

Sratollll .. , the ""' plllOO in Wllion wo woro told there ...,., upla aUk 

tor tbo town • 1 nooda. 
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1~· (01M) M .... tr. tloo a~'bU.e tile t-. w.a lo .. dNtr 
l'liiil..,Y or t ho otloo no Yh1tM, wbloh perllapo 1o j 118t e1110e it -..~ poM4 

to ban bee ftl')' 'ba41y .S.otrO)'M 4111'1nc tho 'lorl4 war. Bono,.. 1~ 
... t or OUJ' tiM Yhl\lnc a nof'lacM .... wbere tl\oro are ·- 8C) .,.. 01' 

l o .. ~,......,.t roe1d.ellta , altlloUO> .... 100 or ..,,.. o.re ro4 her. 4a1ly. 

ftll 0MP 1a houao4 iDa CT<Ulp Of - b\dl4J.Ac1 1Dote!lde4 tor -
~r1•· Oil U.. whole , U..reroro, """"1Dr; i o ,......,..,ably .. u oto.etory 

but tho inotall atlODI are otUl !no' uaw. Stno. 1o - to olMp ... I 

and appal'llltly tlloy a r l .-blo t o ohan.se it ..,.ry trequiDtly, tho roo11lt 

11 .. , ... . t 4111 or ak1D clheuoo "'"""' tile ohU<lron . llo Yllited tho 
kltchon which prorl.S.e tor tl\o oup. Tboy wore d11h!J\t o11t tho 0 019 wb1.., 
oCl'\otitlltod tl\o OM plo. to tor tho IYOiliQC .... 1 . It W.l -dol up hOWYir 

with plcty or potatooo .... cl- and pioo .. or _t, it ..... ¢to tu~ 
and ohould be protty llH.r o.aplo oo tar u colorloo CO• Tl>l oupply ot a1ll< 

onllablo wao boliiJ: doolhored "'-"""' the obildron and tho o.r;od. Chlldroll 
w>ro &ottine but 460 oc . o. <Ia¥ wberoo.o a oonoidorablo nuabor ot oldorly 

pooplo woro p ttint; troa 260 to 400 oo. a clo;y . Dr. Vt.uobor lnolotod 

tht.t tho qlllllltity ror oh1ldron be inoroaaocl ~ thAt t or oldoor pooplo bo 

oorroopond1oc l7 .S.Oroo.ood. 

Tbe """"" 1o abarco or thio rotll£oo """' bu ouoCMdood 1o 
or,.,ldllC lt 'lulto otteotholy. llltllcllo who a re uood tor ftrlou. typoo 

or rout1Do work t.'bout tl\o pla eo .,.. roo...,onood, t.loo rotu~t••• who ooOilN 
work outoldo tho • ....., .,.t turn o•or part ot their WljiOI to tho o.-OD tuRd 

of tho ou,p . Thil 1o UOJd to rooOtlpiiii O tho 1.-too tor ..m..t they do tor 
tho ..... 011 cood and to 'buy Olrtt.lo thln£1 tor tho \110 or tho Ollaboro or tho 

om;> , 'llhioh """ld not o t.horwill bo .. ourocl, It happco tht.t thoro are 
two ob-&oro ,._, tho rof'llclll, and ol\o l\. o oot up a obop tor th• to 

work lD 10 tl>at abooo ot tho rot\lcMO 0111 'bo ropalrocl. For tblo wotit tho7 
o.ro t.loo roooapeuod and part or tbo -oy r;ooo into tllo •- tuad. A 

oobool hlo t.loo- or£1Ulh l d i n tho o&llp whiob t&l<oo core ot .... M 
obllclroDI to•ohlnr; 1o done 'by rot\lclll , On tl\o whole, tborotoro , tbero 
1o o. YOr)' cllotlaot ottort 1D t h.lo ou,p to orpni&e it on oo\lllcl oooi&l l1nee, 

to lcttp tho people buoy, ch• th• 1 otl8uluo, and to otart plllral 

rehabllltation . 

Fr.. Jo)'Oil- pr-.s.d to CC"'Pl•-r. ..,.,.. • arr1YI4 at ab""' 

1,30 p.a., too late t o ... ~ 'tNt & ez,tre d'Aoouo11 at the 
railroad etatloa, &oro _.l o ~1'0 &iYC ~ ~ooooooO.S.ticn o are t.liO &Yt.il ­

ablo tor a oorto.la ala'bor ot people to opoad tho n1£ht 1n 01.11 ot QOiod. 

'!be auroo booro abo MDtloaecl the t aot that a oertoln .. .-.,. ot rotuco•• 

who ooao to c..plopoo aro a..at book to tho po1oto troa _,.. tboy - · 

Tblo 1o a YO!')'"""' ~p to- witb )'GUilt; oblldroD· 
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Ootober T, l MCI 

'MN b&o j 111t o..,.. to 0\ll' &tt.ltl.on tM '*'"'" recar41Dc 
till O'*plot. ....,rp.lliaatlon ot tM kt10011l llo&l.th s.r.t.oe ot ,....,.,., 
t'hlo dMroo lo cl&te4 Sept.uor 18, but t ho Jollrllll Ottlolal ouryl.llc 
1amo h&a Gill)' jllot - t o h&ll4 . It 1o o,...pt1oll&ll)'1Dtoreotl "C 111 
tbet the pr oO&nt a;yot.. ot 4ep&rtm.nt health MJ"flooo ud oltJ boo.ltll 
u rrlooo , ... t o be &bolillhod &114 1D tbolr pl&oe ~*lore trill bt 
rol l o~~&l ho&l til dopol"tM!!to tr1 th .,proprl& to au'b-dhlol0111. ~ loob 
'ft'l' w oh aa lt & ....,...r 111 publio lloaltb ftt to be oatablhhe4. Tbo 
.... or tho orcuia&tlon whiob 1a now 1D tllo llilllotry or Interior 111 
soo1'4tar1&t o.Mral & 1& Paalllo ot & l a S&nte. Depondl.Dc dlreot17 a 
tllo Soorotarl&t trill be 10 ropco&l dlrootora , 114 •doolno-illapootova 
do l a t&IIW &114 180 llitdoolno lupoot.W'a adjol.Dta a l a t &llto. .In addl tl011 
to t114111 dotilllto publlo bo&lth ortiol&la, tboro trill bo 50 dol oc.,.• 
.-.poaaw: a l a raa1llo1 150 illapootoura adabhtrat l ra do l'aoo1otiU>oe 
ud 150 adjolnto, and tllllllly 60 l.Dapootovo do l'ont'&lloo and 150 &djolnta. 
It 1a 'lul t. ob'fiouo that r...- ohoul4 oroeto at .., oarl;y dote • tlrot­
olua oohool or b;yr;leno t or tho i/J'Optr&tlOil or .... wllo wit h to ontor tbo 
aorrloe. Thoro are 600 poaltiona prOYldod t or 1D tbh dooroo, oo a aobool 
thot -.ould produoe 150 to 50 craduatoa & ;yo&r would ..... uoplo to do 1D 
"ootl JIC tbo -dt or tho OIJ"fl M. Det&llo 1"9~rd111C the OJ'pDhatlGII &Jld 
tlmotlona ot tho <r&rlouopooitlona are to bo publ1oha4 l ater. One ..-rt­
ablo toatvo ot tho dooroo l a th.ot appolllt..nto aro to be •do 011 tbe 
b.,lo or ooapetoDOo. Altlloucb Ml-tlM aorlYoo h not apooUloallJ •n­
t1uno4, tM aplloatlon &a ono roado tllo dooroo 11 to tho ortoot thot lt 
will apply throuchout the oorYloo. 
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..... - ... ~ d-.nla la .... 

.. tlriiiC Ootlober 1ND ""Jr. J ••• t " .. t hU. 
~-- - J.lfta 

rr. Ootlober lftll. 1111 .. , "W II'«, litO 1_.. a-.. flll 1pa1a 

tor tile pvpo• ~ P1Nrillc - t'Unollal tat..tla ~ ..snuc 
hlt.lilll ....U1d. ... 8114 ~ '--' ... IP ldP\ ...U\ illle ~Ileal. ~ 

ho ill -1d.llle ...na1A - L tho 8114 1D go\1d.Jic 1loulc on tbo 1:n* ~ 11111 

,..-r pl"'sre*• ror .._ -tM I t.w ben peroo•U7 S....t.ro- ill 

l.Ml'!l1n& •-11b1Dc ~ lpa1a'• too6 oa,pl)' ot•\1.& aZI4 Wore •ttiD& oon 

.. .., 1M'i1 \o fiD4 CN\ all .,. • woul4 all• 1D ouh pJ.ao. w "fidiiH. 

Oil Ootlo'ber l'r11l- ....... frla lot ..... \o llfti.U.. !be Mft .. 

1 h..t a ohon 1alJc with u. ~ ot a tompt bank . Bo opo1ce parti­

l&r~ of b SJ'M't ~ ot bna4 aJI4 1\o ~ 1D 1tuo 8pwar4'o 

.u..t. 'lho ~ eon ....Ulaba h 1t>e ra'hr M&..y \ouch blaolr: bl'oa4 -... 

ot a lllixtul'o ot ""-t ool'Sl a4 o1llu' •lrn- I.JI&n<IS.c\o, !lore 1t h ra­

~oD04 \o Ull pa pw fa7 a4 ..,.. the 1o DOt abta;rl a.tlablo, _, 1o 

_ , oott.. *'"DDt exin1 ~-·...., oal)' b~ lla4 at ran 1Dtonalo 

a ..u .-a1d.tuo, a4 all): 1o ...q a.tlaba \o oiiU- tlbo..., pre..t 

a ~04aa•o ,....esoip1d.•• c.rta1a 'lb1Dp ...a. u •&e•• lNt1IDr ... oliw 

oil- be '"P• u •o"*qsrlo• frla ••la\on at '\'WJ' tc.T prl-

'llbitlt oal)' illle l'ioh- 'f/001• ftotll' prlMo h&w ~&A r4 u.,. 

c-l'lBRII s. nclD& u u1s1w .-pdp ap.1.-t 11110 o-traporlinu w1• 
W-r• roool'rill& a 4o,C .n a .,. tt.. llo illloollt>\ .,_ rd.P• wU w 

tro.illa ilo1o ..,..... 1a lftUlo u - ~: • 1o ""_. "' .. -

tor-. ,_, , .. -'11t' 1u a~ flll ....... ooo. Ill illle -'•••• 

• 'l'lalW w. ••nho .. ~-- fll.,. Jl u.nla.,. olttowl• 

• . •[ 

/0 
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111 _.llMd til TOO. ... ~tM .-n all "- - U14- law I 

-..a. ...,J.ta ol m' nuul._il • ..-.,. "- ftrn II'Mt ._.-. 

._..~awn~ *116tow-. •-~ .. an~ 

oCIII)laW~ papla• • I aa 1 U&WIF """* lliJ "- 1a1p PI'OjiGi 111.oa til 

ohildrea wt>o a11ew4 Mlb4 -u., Ia - or -.. - w tCND4 8CIJ' _, 

aotoaal eollllil. Bu w .._ ~1oiW>a "- raw ...,.u ~~a ... bee ...., 

!I1Pr. !be" -. no nl....,_ ot o~r <~enola.,.,. 41- ....., ,.. ._,. 

t~r peu.cr-a Ul4 w ..,.. i.DoU...4 to ted tt.at it la a det1o1enq in -­

titT ratt.r t1».n qali_., !be 41notor ot .,_ atbool wllen ub4 a1>o..t 

Hlloo1 luubea aa16 taat al U>oucb aU '100 _..4 too4 1 t -. cml;f poaai'bla 

to t..t 18 taat a.;, Ul4 1M)' hall oal)" a plaw ot wpW.blo ....,, o.a.i­

tiCDt ..... all&'>tlF Wttel' in tho M-.1 a"'oo1 but ntU wey 'bf.4l beN 

they WN only tH4111& U out ot 100 who needed be1p . lloat pi t1tul wu 

the W.la ot aao'I:Mra - ills ....-y ~ aakiDG that tbeir ob1Urela be 

ted u ~ ... .,... D01MDC at: !~Goe . !be AllziU•Soo1&1 1a 4obl& ~ 

boN 'but jan how_., w OOIIl4 ...,, l eaa. Pol1t1oal heliDf: ntU ....,. 

hl&'>iD lp&1n 124.....,... ~-- -:r hea111aney 121 -rtas _...-at!.­
... po1at wu BOt pne..t. !be pad flr11a tor,_,, 

At ~-.. ~ ..., theN .., ..at .,.,b aftila'blo illt-111& 

~ .. , ....... h 'WrT ehor1l ........ 1e ... ab ~1.,_.,, 

011 111a lMil w na,,.a tilt 1_.. at .lleo1raa but to,.. it W. 

-· ot ... .,... oep 1lo rial< Ul!f .... ~. 

II 
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da1ac - ..._.. Mtl L w - tM ..._ a ..,. ... t. .._ &riri-....s.. 

oc11en wbeN .alt. reeeiw illleu ,..._ ••*•• n.tl.• ... -. l\ 11-. 

to -~. !be ~ ............ , ~ ..... til tie1l .. ..n 

....,w4 npl W tba' U 1NN-~ ,._. Jlb ti.ftlwl-.e ._u 

bo OWl'• '1M ~ ~ _. ap'iw til--~ tor ... -..-. 70 -.1 

b .. tMa _t_. ._, --'! le a• a.Slal>la, 

Oa .,. llat w ..,.. la ara..ta......,. eoMttlou .,... llUGb .,. -

u 1n llt.l&p. I:D. u.. 8l'l"in& Alzxlliar aoo1.a1 wae t~ sa,ooo.- ahollt 

10, 000 wlth the ,...,..tloc .... to ""~ 1D nppU .. but ratber to 

tho taot .,_, u.ooo .,.,.. .. t baet to tbe rea- a1o11c tile -.n trao 

wllhh they IIU tlM ..._the llatl~ took lt ....-. !!len.,... rieh ~-

JY 
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fllltural ,...... Mal' Cl> .. aatl ~eillCIJI at ~ia'blaa 1D qantlt;r 'blft , 

I&&1D 'bnatl 1a tba pro'b~, 'ftJ'Y ,.,..... &114 al-~ ratl.,..., 

.t.t .l.lMria w - 1101'8 .n..., .. ot pu'bUa h-e-r - aq olbar 

plaoe. !ben,..........., beQSas llllldnol on ilbe atnata, •- ....t olMI' 

thea t ou:r .,.. tlw, • • ..., ..... ter a .. ....,. a~ a 'bar epaela.l1al.as la trW 

ehriap..,. J.aacoeu-aa,.... lllllArw .,.,.. --...q ..US ill. ....t loolll:lll& 

for_,- or toot, lid ,_us _,. .,. !Mepe til .-ua w .,. n- ... 

,..I' ilbe ia'blee la-. hope at t1JIII1a& a -1. !II- to,._ w caw 

lo<Ml trao _. plaiae pupM lt MPI'lJ'..,. 11'1....,. a- er -a 
tbap la ...,... .. lw..,....,. elw.lt"' w • ........-• .I.Jq't''ll-..... -
UQ IAIDcl'7 top I haft -1' -· lieN - WJIC I'M lal'p •• 

.ba!.Uu Soeial wllooo ~ w ftelW• • c _ _.. &te na 

1be t1renor lid .-ltl ...,_ UtUe ~ .. , loalq ll"&llUla ...,U.. 

luwa~ .. ' te -· llleft ill .. ltla fill I I ' ' ill eta- eaWiN 

er ft.._ -· J .a , .., .... ,.....,., M ,... _... b1t1t a 

' 
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ot.lCIIllatiGU• ,_ & t...tptl_, ot -...1 ...U - ...... ~t a ~ 
orit1 per -.u• per ~-.a a ..,.., liberal onta", 1&'-r "'" n.lW 111111 

-b'&lldt....., when • 'becl 1014 wce"'ble aoap wtitl ",_ eare•- .,.. 
- _ , 1tu'wD SA -.a ju1: 'beSJrl& put 1nioo 1ile OOB1aillera tor ~ 

to tho ftrioua •1a11r1butSJrl& R&tiau . It w.a a e;oo4-loot1JI& ooap but 

·-•ly a ~. Pnpaftid.oll -.a .....,.r tile -.11 poaai'blo OOI!Uticma ot 

..,UtotiOB• '*ulv .-.u.J.atrati ... 1o to 'b~. Bl>il Allldliar Soa1&1 bu a 

b1& orpnis&tiOil &lld 1o t .. clin& ~ tbouoo:n4o, thoro hu beoll D01thor t1ao 

nor tu111ty tor~ wozioon &ll4 u & rooult 11011! ot tboo t.W.to oro 

thoN of -touro. .,_ri& hu ~ *"tho e;rootort Spuioh £"PI pro­

cluoor tor 1lhe lll£11* .uttot. !Ida tt.11 tbet -.rbt 11 aloM4,&114 ill opUe 

at tbo oraor that .-y Sp&Dim botol o!w.ll .. ,.... Almeria. e;rapeo .,... a 

cla.y, 1t1e town &lld ~- are & loll£ -Y t'l'l:lll pttl.Jl6 a .S.OIIlt ,.._ 

tram thio year • a 11'0'11 • 

.lt IIUrei& thl.a - ~ w 'IIN'I tol4 by tho be&l1tl att111r that 

ocm41tl.Oil8 ,.... beili!N'. rr- wl>&t"'" oouU 1MI'II lou tMil &:~' ot tboo people 

wore be1.J1s tM, !Ill ...._4 rat!.., ia, "--, ClllJ.:f 100 pa • 

.lt .lll-'e ., u. M1tl - lea._. 1tl&t 1IMrl 11 a -ro too4 

obortop but hoaao1 - reba"'""'"'" ., • part ot our illt..,..ra ill pill£ 

illto Wle u i1D ,. ; 110 1~ -=!: 4hilclren IIU - aa'blro 'ba1llc 

tiel. ru1 1e ..,. ~ ~ w111l - " ot 1N ,.,..,...,. ohut "- traa 

1ut ot •tonala. tt.re 1a creat . ....-.p~· 

T•l•et• 1o SA ilia 11144la ot a 'ft'l7 tw1d.la otr1p alaa£ ._ --'• 

Ahm4allt n• n.u. ,... G'IIIIP ~· ..:MDI tor 111le• alaa£ 111111 .... . 

Ctati"- an ~ a Ui*le ...... ia 1itaU dtt' ot 110,aao .... ia 

-- •ts.e- ...... --~ .... 1o ---· _, 1a -· ..... 
... "" ., 1 •-N· .,._,,., ~ ...... rla. 
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lD ....._,_ it -. DOt poeei'bl. ioo tW """ jan ...,.t .&IIZil~ 

sool.&l 11 4oiliC• !boo ~ .W.1ll ot the t004 "'PPl¥ 11 ~- -. 

,_ ae tur-tt>.r eouth. Well-to-4o peopl. t1J14 1 t .,.1'7 41ft1<R&l t to bu;r 

t lwir quotA of broad aDd pota.toee, ogga, buttor and 0u.,. oil are prao14-

0&llY tl:lpoGOibl. to tind exoept in mall quanti tie a o.t tour or fi'ft t1Ma 

tile uru&l prioe. on. wonder • what tbe poor are 11 "fill& on. 

\To lott: Barcelona an the 27th coill& 119at. Stopped at~ tor 

lUDeh &lid wro IUII'priood to learn that b1'0014 11 not rat101>1d al~ tbe 

quolity 1e u in the reat ~ Spain , !here h 110 great toed ohort:oce. - t 

aUk, &D4 aUk pii'Octuetl uo wttioient, &lid ... ,et&blea abomd&llt. ou -.. oil 

h abort . 

At ZU'II§oaa, a oity ~ 2211,000, we tolmA! t!Wiga nuoh tbo ._ u 
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1n Lorida. Aux. Sooiel 1a p 't"ing 6,000 mula a ~ but lll&ll¥ are tile tw.l.liee 

ot Rede wlloee - are either in pri10n. out ot the oountl')', or dead. Bread 

h not rat1me4 and - t &lid zdlk are t.bunut. llilk 1o poor beoaUM tbe 

pri oe ht.l been pe~&~cl at lelow pr oclllotion ooat &lid 1tte ditte....,oe 1e .... 

"'' wU:b water, 

At l'Uipl OJa in llaw.rra w ap1ll tOIIII-4 tbat "brlt&4 wu u.ot rati ..... 

'tut a ratioll ot 1150 pa wulcl beocaoe ett ootift 1.,......,. l at. -t and llilk 

produote are plentiful . !be heolth ~oer, 1ttouc)> pea11apo u.ot too wll ia­

tor.M, wa1 or 111!.• opWOD that tbe roUet pr obl. wu 11101: CJMioly 1.1ler1 ue4 

""~~' nonw.l tue1, a- w - p leolny or bread be~ earW abclat and a1 .. 

..,..1 tn.kloadl ot poW.toe•. 

At 1u hbuiliea tile brMd ratiOD l• 110 pe..,. plelltJ 1e • 'be 

IU. 0Uft oU 1e ,,...._ ~ tbe 11toaat1• 11 ..t w. W. tit-' 
,. . . 

.. ...,, loed.al n• ~ ... t _.., d. toilll• 
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•DM, wt• a J4101la"- et 111,000, u .... w ~7 "' .._,. 

,.,.....,. ... • 1 • 1•1• tMft U-- ..... ~ '111 .. II ot ....... ,..... 

ti...WlT ill lliaea. ~ an m' M, ~ 111 pa n.\loa, &Jk 

!~bon IIIia 1M' D to ,.._.. Nllln. 

Alillloap w ...n..,., '-o lato at.......,. 0111toe &Nl .Ulet\ 

1ooo ....,17 1toe -' -· • to all• a 't'leU to Alia. loelal 111ce we .,_.. 

tamity tor -..-uoa with lMal "'oton. !lien h....., peuiaia allod 

tm profP"te tw b wi&W. ~ aq lie t'lar1bar rati~ 11n4 tt.oz.. u 
a obol'tap ot ..... -. • .U _t, ou .... oU b allloet -'bt.a••h'•· !he 

pOrt it el.OM4 ._ pranleallT .... there 11 .......... l.o)!Milt. 

At ()f01a ....uu- ,.... net .., .... • .....,. n.\loa 1e 1110 .. 

11114 tlld _,_11 hu ~ liND aw.11ahleo .AIIao loel&l 11 DOt fMtiQc 1"&11 

.L11 ~ oa the IJ.e1; w ..... tol 4 1111&11 neeD\l;t toe« hu ,.._a 

Utue •~ 1111\ eott1a-11 ...,nl. - dU1 lie o~. !he - -

ooa.r .. lJ f elt hen ae 1lb& pr<I91MI _,t tor a ..U ~--~ 

llat1oallet. 

TallUeW tu .._ _. '-ri llaoWi4 h aa apialWal I*Otl»>oo 

hitllor 1lnM --t 1• ntla.4. then- to lie..,~ toM ellort­

ap &114 .Alia. IMial -.. aot how a ..n- probl•• 

Oolr ..... ftabW w1• Wo ..,. ill ....Uo 

• .s.• net 't'l8l\ • uu- wet -.a\ et lpaia, Oaliet.a, 1>n 

tJ. 'Ill&\ W heart OOIIIIi~ 10ft net N hot ~ &I ill 0~ parte, lor 

.. tlloft opfW' ai. tor MOiJIC 1111&* par\ of lpa1a NkSID ... -'ll _.,.. 

.,.. "- IIMlllan ~ 1\ t.e ~ *' .,_ nst- .... _.... 
fft .._-. u~ • ..-u. 

c~ • t ">co llthlr 
!'~Cd EC 

' 
' 

• 
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It 11 "'¥ op1ni011 th& t U.. uea tut DM4 11 111 tho 00111 wllioh lleo 

0outb ot a UD. exten41n;; tran Dt.clo.j oa on the Po~" h'ontiu tlu-o,.,. 
Uadri d pu oll13 nortbe&at ac:aawhere betwMn Dt.r .. lona and L.,.i4a to the 

Fronoh f r ontier . 

\Vi th bre nd anc1 oll'V'O oil t he Spt.niah Woz'!cman whether he be f'&nler 

or taotory hand l i"'ee .,..,. wll; this Y"'U' tbera 1a neither. One...., &14 

to : a, •TI".e ho~t~e without breo.d i o a houeo oi' otarn.tion . • The 1940 m-t 

orop ""' t ar ohort oi' nomal ancl a no:r.::al ;,oear hao newr been eno~ t or 

Sp&in' a neede. The 19{0 oil orop, I oa told on beat authority, 1o bel.nc e• 

por ted t or toreiO> ~d1t1 l ooal noe4a will be partially ouppllod 1>1 cub­

otitut u . 

Tl•e ueat and apparently onl ;- oeriolll nood h wheat . 

I t i a undorotood fran our Amba oendor 111 l.ladrid that tbo bd Crooa 

io oond1ng wheat or tlour. Although it 1a ouggu tod that tbe Aux. Sooial 

through i t a widu pread orgt.niu.tion ia the on ly e.e;anoy equipPed to handle 

totuol d1atr111ut1on, .,.rtainly there should be oui'tiaiont llmer i oo.n poraonnel 

tor pr c>;?Or oontrol ancl i'or ~ wnwya u to r.oe4a and the extent to 

whioh the .. nooda are bel.n& ::et . sa .. tnt.noportation o ..... r la:1d 111 Spa1l1 

io 1:1 a ..,,.. bad •tat e , i t 1s ~eatad that rel1ot ohi~nta be Mnt to 

3 13 

Jodi torrOJ>Oo..., porta wuoh aa llalov. or Valonoia or 1t the pao~&&e ot llibraltar 

h c!ittioul t , then to Cadi& a.nd SeTillo. Atlantio porta are oo far trao 

t he &onoo ot :~reate at noedo that proper d1otr1bution 11111!)\t be wry clitt1eult. 

I am ot the opinion that long c~ra~m~out olow otarfttion auoh •• 

theu PIO)>lo ha.., auti'ered anc1 will aui'i'er 1101'1 aoute~ thio w1ntar 1o not 

- duolw to reballlonJ on the other hand the pre.-t ~~ational g.,....,..,.t 

1a not too 1'1mq ..tzoenobed anc1 tawre .spt w ll be 1Atarnt.l trouble 
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J'ORBUSH, 0. J: . 

!he Mil c-UJIC oa aU to Gl'Mt JritalD vaa tvo to ou 
oca1Aat wch Mlp up to 10 a .a. \Ala aoni~~t;. 

!!!hue Ma DOt !Mea u .. to r ecehe c-at 00 the hore\~~~7' a 
otat-nt at \be pr .. a confereDCe ;,eater4ar. One tolacrM (ant aconhUo) 

baa c.,... 1D aad 1a 'belli& Mld to 1DCludo vi. \h other oo-lcatlou 
u they rMC'b v.a • 

.Ul lettan OD aid to Ol'M\ Jr1\a1n to dote total 30. !booe 111 

tuor total 10; tbooa otrlcUy oppcoad 30. Cccoento tollcv1 

J'rack Jla&uire, •- Tori<, •- Tori<. 8Ugeoto relief coalcl bo 11..., 
IDglud tbrCIICh creaUon ot "l)ebonturo f'rwlta, backed up wl.th oecurlUoo 

held by the people ot IIIClancl. 111'1 ter th111ko too IIQCh Uao aa4 thollcht 

Ia botns CiTon to \&xao, vhich createo toar, o\c. !ho doh\ to not too 

hlsh, Bugooh \Mt U M ltnova to tho public thet no atto.pt wl.ll bo 

.ao to raduoo the dobt tllrOU&b ta:a.Uoa. 

I., ray l!Dvwe, hl.8et to, nortdo. b - ot 300 -boro ot the WUllM 

Won Whito Oo.aittaa vpe .,.~hill& pooo1blo 1>o 4ou to rel- at 
oaco dlotroyero, trelcbtero 111114 varplaaoo to Britain. 

B, Johll J:iDC, Pithbvcb, h. • Go4 bl .. o yell siTi!IC bcah to Jrttala, 

troa brotMr ot .Poricaa - w!lo 41ed 1A S\ockhola recnUy, 1 
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Oeorp c. Chaaq, Sal"• Xuo. Propooeo loea aa lesttiato bonH•c 
attar; loaa to 1M ...U at t'Gll Ml'kot Tal,... Ia faTor ot halplDC 1Delall4, 
lnat not repMl ot JohllOOD Aot1 it var obo1114 c- ov JaTT IMG14 bo 
llaltad to CO!lT07 eupplleo, &Del Jzay to talto place la Jaslaa4 of .xaotly 

equal n'llllber ot their t roopo ont forth to detea4 e.plre OD4 ito allloo. 

Morton J . lev'trvpr, IScl'llth lorwlk. COJln, (falecraa) IJ81J11Cttall7 
urp Oll\rlcbt cttt to Jri tala If her uedo. lo aore loeao nor tredlllc• 
Vo han ha4 all the !Mttar ot tradoo oo tar &D4 w 1re not la the horN 

bua1A .. o, t.et'• ..,, put 111Claa4 ..,, of llulao .. ettor "'- .,... aa4 fore• 

tboreby ooclalloa en her, It hor oyetoa 1o to rarriTI lfter wl.nalDCo 1M 

cot 1M 1A prl• oconOIIlc ~· 0 

• 
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~ct.a'ber 6, 1940, 

.u>oft1l'IOUII - MAncb .. t er, Vol'IIOII.\, "'!olp Zllglalld II.OV" are ... cola, to 
wuil 1111tll every cH:r 1a laid lowt I u aoh.tuMd, • • 

!. V, Robertooa, Cody, Wfoming. 1All out tor all ald to Brlt ala• 
Qoo oure quick war to enable Britala to obtain orodlt 111. u. s. wo~d 
bo to trade World WIU' debta f or military hisbvar through Cano4& and 
Alaoko, whi ch would remon :Sri taln t r oa proT1 dono ot Jobnoon Act &Dd 
" ' oNDe time gh"o t o thle couatry oomethiDC of etratoptlc Tal118, 

~erc7 L, II,.)Jc.r, Dwt'bur7, llaao. In f aTOr ot oend1114 liberal o:ooUDto 
to Brltaln Nld China; batter 111011.01 than boye: may luvo to do both, but 
tODd .oney, IOWlitlono alld alrpl&Deo !!2!!• 

31G 

!t. 1. Stl\1"1.1, LeMar• , I ova, Pro"PO••• uae ot Brl U ab-ovne4 A.aericm 
aocurltloo oe oocurit7 for war loao. lrl t l eb could ooll those ooeurltloo, 
Yhlcb would doprooo American lll&l''=oto, which would 110t be 111 our lntorut. 
!JIIoocurod lo&ll. t o Brl taiD could bo fii1Nlcod onl:r at rlolt ot Aaorlc1111. 111-
tlatlcn: at olld ot war Britain •or Hitler• would repudiate war loan, 
loartn,s ua boldiDC 1 eaclt ao 118UB11 • Sesrop.tlon ot theoo forolgn owed 
oocurltleo ohould bo tirot c o1141tloa or f inancial aid to on:r torolsn 
country, 

.Uthur Moecov, llov Torlt, llov York, 11'hanlt Qod you al1d moot mombero of 
t ho Cnbinet aro roali o1DC aer1ouoneee of poeelbllity ot England loaiDC 
lbit etrusgle•. More and 1..-dlate ald 1o onl7 thi DC thnt CAll •a•e ua 
from throat of dictator ' • Tictor:r • 

.AJ!I lllii WI 

lYOn c. Rohrer , Mil....WC.., Wiocono1n • .('l'ol ocr•) lllt oroot od lD etat-nt 
to tho offoct tba\ ~lalld 1o a ,;ood rielt tor war loan. Aelto ~etlon, 
"llbaro 11 tbo .one:r wo loaned ~land i .ll tbe lao\ war•. 

R. ! , Robilleoa, s:rracuae , lev Tori<. "'!aYO you cone COIIPletel7 lii.OAII.ef 
!bit driYO t o l oAII. t;reat ouaa t o Bri tala a t Uae of r l al11S t!IXeo and ...,_ 

balanced budset io treaaon.• 

Mho Julia ~·· Svantkonlti, lev Torlc, lev Torlc. (Poooibl7 a eblld.) 
A&aiaet loan to • Inglalld•: • tho7 oro r obber•"· 

J&IDO o Morl111., BootOII. , Maoa, Scurriloua poet eard re war aoDt;O~l::. :~:;. 
' !be .,clhb de1erYO vbat ' 1 coaint: ~o t boa, All.d I bO])O tbeJ t:O d b i 
liOre • : Soeretar)''l pollGT 1o 1181dllt: on•lol alld DO\ tritDdo, an • I e 

traitor. 

' 
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Uvarcl ! orne)', lev York, lev York, Let Jlll&la~~cl t1GMCe bor ..., ,..... 
vhich are DOM of our bui,..... hclancl 11 not brolce 1n1 
tryinc to cet v.s. to pa)' her ..... oxponaoo. v. s . ... :r~oor~ut !ri~t 
ohoulcl toke i nto conoicleration billiono of clollaro ovid v ": b lngl 1

4 
tror> laat war; a«aiut WaT7 patrollin& .t.tlMUo, •t .,. a bet to/ riolc ..., 
tlwl lzls lancl or Ch1118, and l~ Aaerican b)' blood and birth 1n11 't 
&el help With "'f hoH, 1 .t.t l oaat ve ohoulcl 11 ... 111 patoco ..hua c 0&11 bel 
!uropoan pol1t1cano fipt 1t out . roo 

.t.ooDYJIOUOo Lot .England pa)' Caoh, thon lraclo 10100 of hor J>OUOU10Do, •or 
woj>ld :rou rather ••• thaa lnlllclo" ua out of b1ll1ou &«&tn. • 

'lillian Jo:r, lfbHeatono , llow York, J'orset about llr1ta1a And oto llb31 can 
be dono for V, S. uneorplo:rld; inolaad of loaD to llr1 lain v~ not ou to 
all WIO!IIj)lo:rod who will J>OT when tho:r set work- t hAI'• 110ro tbN> IDglMd 
vlll do, 

AnoJ11110Ua, •Ro••bor 22 million Yohro YO led opiaol tho llov Deal, • 

Jt, s. Whitolooo;r, lew York, Wow York, .t.ll Allor1cano t oda¥ are too well 
""""' that democratic oxpor1monto are at otalce, Nlcl 11 1o to our lO&doro 
th&t we look to lceep 1t alin; cannot afford to booload true haue ch&abs 
windm1llo; mone:r ahoulcl be opont vboro H will oolYO troubloo within our 
ovn clomoorao:r; 1t put ott we oball hA ... DO orodi to or morit to a how vhon 
proaont turbulonoo eubaidoo. 

ll1u 1111l:r C), lfartolo, Barrodalnlrc. JContucq. D14 Mr. W1lllc1o toll t ruthf 
to tho .t.4ain1otrat1on trying to l o&d ua illto .,..., .t.ocl oo aoon after Kr. 
Rooonoll'o prolliM to keep ua out I •vo iuht thot Johnaon .t.ot ho .ain-
1&1u4 &Dd Lord Lothian'• roqueat for MD ho don.,..,..,o4. • 

Kin noronco Driocoll, low York, low York. llo loana to llrit&in; atop 
atrippin& our cGWllr;r of all a...Ulal>lo equipmant; our natural roaonrcoo 
are not Wllilli tid, 

Ooorseo s. RoMlaq, low York Cit;r, •It :rou think lll&lud' • e~t h 
soocl, c1 ... :rour own 110u:r; lnlt do not apaeulato with othor people o; 1011 

can Join tho llri Uoh torcoa aloo. 1 

AI>OD'180UI - P1ttoburlb , Pa, BaYo j)&icl onouab of lll&lancl' • billa; ~r:..,_ 
runntnc our on C)oYOl'llMnt on borrowocl •one)', "~ fiunco ao J>OVO 

wtalt~ a.ation aa lnclalllit 

Joaeph Sutoq, l ow York, low York. Oollocl t ho pronouo billion• f1rot: 
"You're r;rocg froa inclulciq in foroill' troublot'· lot fooled b7 war 

.. nser1QC p~nde 
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:!e::orN!dun tor the SecretlU')'. Decnber 6 , 1940. 

A. E. Potte , Eurekn, Ill. Dall7 barrBge of Brltloh pro~da report• 
socret<U')' t\1 being worried on how t o get aid to Ilr1tain: 1f .,0 are In 
danc,or, 1a It not better to ko~ our oh1po than t o gin them &wtiJ'f ·~e 
0 .:o l:niJlMd not h1DCl_ this 1s n~t our " '"' : lv\vo dono t oo ~:~uch to 'ilnglMd 
alrel!.d,y, ohe would CI[O nothing t or ua : better vorry about homo AffAire 
ood l ou about Zngli!Jld, 

~ward A. Y.tauaer, Wlnnetke, Il l . In view of amo~t atill due us on 
loMI t o E:n(lland, cannot seo how further ered1t could be (lrD.Dtad: inat ead 
of f!ndi114 waye Md ""'""" t o 'Drol ong destruction or lh" and nrO'OOrt;r 
~• ahould be vork:i.n.ct tow.rde peaee Md rev111on o! our f 1Mnc18l 8yat~. 

Mra. VoT:lon A. Vard, Robersonville, n. C. Yh7 ahould ve vorry ttbout conr; 
a fev ~erlcM ci t izen• have invootod In French and J r i tl ab territory? 
.Ul our country baa t o do to get people vorkinc enthudaetlc&lly 1o to 
a'wv t.Mt the¥ be requir·ed to pertom CO"latructl• e &a Against deatruet.1'9'8 
tasko . The yearl1il\il t o fi~t 1o all vron~:. l:ntllBDd 11111t rel:r on herttlf 
In t h1o cr1o1o: she declared war on Goroft~, U. s. did not. 

M Mer1ean. In 1917 wo gaYe llrttl'in cr-.lH 1\Zld our bo;ro . She repudiated 
debt, called ua •Shylock•. Yow, Zngl.Md 1c licked aa sure aa tolilOl"t"ow•a 
sunriao; Ye do not need to loan hor money. 

Jnmes J. Ohittock, Belmont, Maae. The pro-wor !orcea - feY, but atrong­
n.re worldncs to-r their ow f uneral but do not know 1 t. Proteeta ••ndin& 
our fleet &WB1 !rom our own t err itory: Monroe Doctr ine intended to work 
both ~•: our job i a defense a t homa, 

P. ... Jo oenh J. llonendort, Little Tallo, !Unn. ' 'le , tho Alller1can l>eople 
reruae t o hATe further llld ext ended to Great BrU&ln•. llo thl'DI, no 'Ol&nel , 

r.o credH, no loano . Thet did not 'JAY lt\at debt t o U, S. : by .;in n.;; aid 
to any DAtion a t v&r we tncreaoe &Dd 'OrolODj; de atrucUon of 'Oroport:r and 
!tu.""" belnp : ve 111\lSt be neutr 3l in .M1rH and act, to oroteet and e.o.feGWU'd 
our Aaer1can YSJ at U!e. lloth1D6 to ~·· awllf or to aoll. 
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?~ {:;"U" ~- v0-r-~ 
-- ~~ a.-.J ~~~-

I ,.. 1D co.pl.ete diMgreeMnt with the at.at.eeent ~. t.oda1 

i n ~he SeDAte b7 Senator Te.tt concarni~~& the propooad $SO,OOO,OOO 

atabilha~ion arr&Dgnent wit h Chi.Da. The trlllloactiOCI 1a 1tric~ 

a stabilization operation, is entirely le&al, &lld 1e full7 with1n 

the purpooee t or which the Stabilization F\IDCI was created b7 CoD&"""· 

There ••• 110 obligation on the pert or Secret.arr lloraantheu tc cODault 

Co~~&rell or 1.'11:1 coacreeaiooal co.ai~t.aee before ant.ar1D& i.Dtc the 

proposed arraDgeMDt. 

The Secret&r7 or the treuurr, tccatber with the Seereta.%7 

of State, wee awdoua to keep the appropriate ~ttaea ot the 

Rouse &lld Senate tul.l7 i.Dfomed •• tc the reeeona tor enterill& 

into ~ho arrangement aa well as the teru thereof, &DII also tc 

obtain the co\IDIIel &lld ¢d&nca or ~be ca.itt.eM with recard tc 

this i mportant atebillzatiCIIl operation. Jot only waa the Secreta.%7 

or ~be THaaUJ7 not ll!lltT or a breach of trust u chal'ged b7 

Seoatcr Tatt, but actuallJ' Secreta.%7 lloraentheu 1D 'FolUDtaril7 

""kin& tor an opport..U tT to appear ~>dora a joi.Dt -tiD& of the 

Cooaittaea , wu doiD& rar ..,re tllaD- ...-~ raqui.recl or Ida 

under the law. 

Seti1faction with ~ proposal waa alq>reaaed b7 the eo.l.tteea 

1D the ... 'D,..,,. 'fOta or ooofidnoe giTeD tc tb• Seoreta.%7 ot the 

!reu urr aDd the Secret&r7 or state. 

• 
t " 
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I not onl;t adrleed. Senator T&tt ln tbe - ~~ADDer aa all otber 

senatora bad been adrloed. of tbe •••tln& but also apolce to Senator T&tt 

o•er the telepbone and told Ida wbat it wu the Tre&OU17 ...., eoing to 

submit for oonaidere.tion. It us UDi'ortiiiiAte tbat Senator Tatt•o 

prior engegeaento prennted Ida fro. attend.ing tba meeting beoeuae I aa 

certain tbet bad be been able to do oo be, lib ner)'ODO eloe prcoent, 

would baYO liMn convinced. ot the rlodoa ot the oteb111zat1on arraneeaent 

rlth CbiD&. 

Fetyped 12/13 140 

• 
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IAITit" UIIA .. Y, 

W.ltMI•Cto•, D.c . 

Personlll and Secret 
6th Decetnber, 1940, 

Tl\e Honourable 

Dear Mr. Secretary, 

I enclose herein tor your 

peroonsl and secret 1ntormation a copy 

of the latest report received frQp 

London on the 111111 tary oi tuation. 

Believe me, 

Dear Mr. Secretary, 

Very sincerely yours, 

Henry Worgent hau, Jr. , 

Uni ted States Treasury, 

Waehinoton, D. c. 
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Telearam recelYed t~ London 

dated Decelaber 1\ll, liMO. 
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Kie Wejeet~'e Canadien deatroye r aeauenay baa 

err1Yad ln bal'bour. .u-cl Mrohaot cru1eer Perter, 111 

ott1 oara &114 1114 reUna• lalown t o be aate . 

2. Br1\1ab ~baar1ne p.m. Mo•embe r 211\b attacked 

cUIOutlaaad \anlter ott Lorlent. Reeult uncertain. 

3. 111ih\ or Dtcember :lrd/4\h • taw H. B. bcoaba dropped 

at Chatllea. Boa. d8llla .. in doc)Qierc! but not aerlouel 8 

• 

killed, 11 c1anaeroual7 1n:Urec1· A bcoab on tba 1.11. llarr&cke 

oeueed onl7 aliibt 4 ... &•· Jnemt aircraft dlYe boabed 

Loweetot\ P••• u.oember 4\h. Ver,r little d--ae or ca,~ol1~1••· 

Pour\een bcoabe on Do¥er area P••• December 4\b , ODe Ja•al 

Ott1oer 1n:Urad. Tug "Lad¥ Braeeey• damaaed b7 near m••• 
IDea7 aiDe la71Di b7 alr-cratt oontirNee naarlJ aftr, nlaM, 

UDJ of weat cou\ po rte. sweeper• explode a -bar •••r~ 

dar all4 altbouan Y&r1oue porte haYe to be oloMd \e..porar1l7 

\ be e1\ua\10D 1e well 1n hall4 . 

4, A CODYO)' ot 30 eblpe hae arr1Yad 1n adc11 \1on \ o 

11 ab1pa rroa con• or at\eoked on December Snd· 

&. J9'tl N r rom 
J1ab\ ot Deoeaber 4\11/11\b . A total or eo aircraft 

WWN deapa\Obad \0 e\\&Ok tM tollOW1Di Ob~e0\1YUI DUeMl­

dort, urseu ·~n\ tao\OJ7, pa worka , •reh&l11Di ,arc~ •. 

J\llllber or alrorett, 48 baaY¥ and till .. 41-·· TUrin, IOJal 

Araaaal, 11 ~"7· J'roa all opera\loaa 1 baaY¥ bcoaber la 

a1aa1 ... 

e. M p Mr !PM• 
.... , ot ... ' 1 r 11!'4/ 4\ll • J'IU'tller repor\&o 

oa-l\1aa 1n I.ODIIOO "" ., 111111&4 all4 P aarlo111117 ln)lrad. 
afJIJ/ 
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---
Ul6 la alra1._.. lA kUlH Ul6 II Hrlou}¥ la~. 

aetoraMo \o ,. • ._.._ •• -rr perepepll 11, olll7 -

raowrr na Hrlnol¥ a-&••· 
f. •l-\ of Doo.-.r Ull/ 11\llo lo\lM\.0 \be\ 

110 ...., alraftft operaW.. 

a. ftora wore M -~· ~ .. laol4oa\a la 

Loatoa a.-. A Up\ ( - worOa 0111\\oO) aUaok •• 

MOO Oil alral ..... • 

11. U lo rapor._. \be\ all Uallaa olrtllu 

a1rl1M• 11no otqsJ' IIOJ'klac allll tllolr alNftft llaw 

1Moa ro!(lllal\lo_. tor ,.....,..,, of \roopa la\o 

Alltalllao 

• 

• 
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COI!fiiEIITIAL 

TENTATIVE LESSONS BULLETIN 
No. 74 

C-2/2657-235 

llll.ITAR:! DITELLIOF.NCE DIVISION 
iiAR DF.PARTliBIIT 

ilashington, December 6, 1940. 

The information contained 1n t his series of bulletina 
will be reotricted to items fro1a official sources which are 
reasonAbly confirmed. Tho lessons nocsaoari]Jr are tentative 
and 1n no sense mature studies. 

This document is being given an approved distributi on, 
and no additional. copies are available 1n tho llilitacy Io­
telligenco Dirlaion. For prorlsiona governing its re­
prod\<Otion, see Letter TAO 350.05 (9-19-40) 11-3-111. 

~ 

The demonstration of fire disousood in this bulletin 
was witnessed U/ an ~rican off icial obaorvor nt the German 
Field Artillery School at Juterbog in Septal!lber, 1940. 

1 . FIRST PIL\SE 

2. SllCOtlD PP.ASE 

CONfJJ'!§NTIAL 

..J.-

3.25 
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l , FIRST PH.&SB 

The demnstration ot eonvention&l typea or fire 
~ elevon batter ies of the Field Artillery School Regimen~ given 

The regimental oomr.J&nder 1 a tiro OOlllPUtation center waa 
located, for oonvenienee1 o~ a felT yarda troc an obaervet ion 
poot, although normally it would be a lcllol!leter or more to the 
rear , Personnel and equipment of the center are transported 1n 
trucks with epeoial bodies 1n order to permit oporati•n in inclement 
weather. The American obser-rer1 along 'llith others waa shown the 
..,thode used in eolllPUting tiring date , ' 

The observers wero taken to the O, P, adjaoont to til& 081>­

ter tor tho purpose of watching the fnllowing ahoote: 

a , Concentration on bl!atile infantry and caehine guns 
at a range of about 51000 yard& , 

b, Concentration on the ore at ot ·a bill about 1, 000 yarda 
to tho left of the first coneo!lntration, 

o, Simultaneoua conuntrationa on four 8<1parate and 
widely aoBttered targets . 

d , Concentration ~ 15o-m, guns on hostile t rench mortare. 

e , Concentration lr; barrage in a vtLl.lay just in front of 
friendly infantry, 

&Jrsta ·seemed to bo about 25 to JO teet abovo the ground 
and to emit a bea'V}', dense, black s1110ke which alone would neutral.iu 
tho fire of hostile weapons nitbin the area covered ~ fire, 

aer.n officers qlll'ted priaonera or war ea aaying that the 
puniabment they had suffered tr<>ra tho etfoota ot rioochet tire was 
worae than 8D:f other puniahmnt they had experitmced tro:o artillery, 
Shell& ricochet when the angle of fall ie 'llelov 30 degrees - the 
ideal angle is 22 degrees - and the beet effect& are obtained on 
hard, etony, or frozen ground, Burets occur about ten 1118ters 
above the ground, and the radius of doatruotion from t he 21o.-. 
ehell ie eaid to be about 200 metere , 

The oommandnnt of the eohool explained thAt a di vision 

l , The Fiold Artille.cy School negiraont ie organized, for instruc­
tional purposes 

1 
as an abnormally large rag~nt. Tho eJ.aven 

batteriaa observed in action were obviously ot various oalibera . 

G-2, 

• ' 
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ooCIIII&Dder was able to point out atr!l ori tical area to b1a 
oo£~er, ask for fire, and get it within ti>Ma llinute ~ 
or demon.etration, the Al:lerioan obeerver wae invited to :;lect :"" 
point upon which be wished to aee tire placed, Tlithin three lllinutos 
all eleven be.tteries bed opsn.ed tire upon thie point, Tbie psr• ' 
tormance waa made possible b.1 direct radio coaounicsticn betoeen 
t he regimental commander and the headquarters or each battalion 
and battery, The cocunandant explained tho system of transmittillll 
data !rom O,P, to firing battery b,v radio, 

2 , SZQ():ID l'I'.ASE 

The obeervers nere now taken to the actual artillery ob­
servation post, It was explt.ined that this O.P, was located on 
the tonrard elope of a hill for tbeir benefit, although it would 
nol'IIO.lly be located on the rewrse elope. 

The officer in cbe.rp ot the O,P, bed five or six en­
lilted •n recording, plottilll!, and coaputina data , One -.n, who 
operated an instrument that looked like a field telephone, appar­
ent~ anno\mced data direc~ to each or the eleven batteries, u 
well as to regimental staff he&!quarters for Worme.tion and tor 
modification if necessary. 

The follOiting shoots \'!ere observed tram the artillery 

O.P. I 

a, Concentration on targets requeated b.1 Wantey, 

b, Smoke along a line about one kilomBter long. Con­
ditione were ideal for smolte, and ~ initial pattern, about 300 
yards deep, created an effective screen , 

o . Concentration cbarre.se> at a sipallight, .. re-
quested b,v friendly infantry. · 

.t.t the and of each ahoot , a report cue troll each batteey 
to the etfeot tbet all tubaa were clear. Tbe oparetor seeaod to 
be Oll'X')"1ng on a normal. conversation, and there wae no switching 
of diala or but tone batwean •reoeivins• and •sending. 

1 
.t. few 

seconds after he requested tbat all batteries report, he aaid, 
"No, 1, tube olearJ No, 2, tube clear, • eto, 

In one inatance 
1 

a battery 1 apparent:IJ' tailed to report, ~ 
&!tor all other reporte ware in, the operator aaid, •No , 6, report . 
Short~ atter~~arda be stated, •11o. 6, tuba olaar. 

1 
llbile tbeaa re­

ports were probe~ .-de to an~~ure smooth operatiOD ot the demon­
stration, tbeJ 1Uwstrate the ...:Lue of tho l'Gdio system. 

p!t!IM'IA.L 
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No. 263 SITUATION l!l'joRt 

• 

11.r.o., n ..D .i 
December 6, 940. 
12:00 ll. 

Thie ad.Utaey situation report ie 1eaued b)' the 11111tary 
Intellieence Division, General Statt. In view or the oecae1onal 
1nclue1on or political 1nromation and of opinion it 1e claes1t1ed 
ae Reetrlcted. 

I. Weatem Theater of liar. 

1. Air Force Operation.. 

In dqliBht yeaterdq the Genuna used sinGle bcoobere 
over eouthem ~and and the London area. ApparenUy contact with 
British fighters was fairl,y frequent. Laet night the Gel'm!ln Air 
Force attacked Portsmou.tb on a scale characterized by the Br1t1eh 
as heavy. 

In dqllght on the .5th the R.A.F. bombed Loriont, 
Eindhoven and two airports 1n Holland. All otrens1ve operations 
nre cancelled last night because or bad weather. 

U • Greek Theater of llar. 

The c.pture of Porto Bdd4 b)' Greek troope has been ofti­
ciall,y amounced. The Greeks also report turthor progreaa 1n the 
central sector. The Italians report attacks and counterattaclca, 
especiall,y on their north flank, where Greek preaau-e is develop-
inB• They also report the sinkin8 of a Greek deetroyer by an Ital­
ian submarine 1n the Aagean Sea, on !IOV1IIIber 29. Scale of air actirt­
ty apparentl;r was lair. 

Ill. Atr!ce and !lediterranoan The&tero ot liar. 

The Ital.ian.a report patrol ald.miehee eoutb of Sid1 ~ 
rani. Limited air activity. 

• 

Regraded Uclassified



CONFIDEN 'l'lb. J..J 

,.. a'_ ...... :;,~ 
................. F, 

.... 1, ..... 3 , ••• lNt. 

> $ .... , fUel lfl., 'II 0 II .. J.MO, 

• -- ....... ,.. ,. eftle&al - ....... Ill. 

,......, tM elUMir .,., un u••a u. .w ••• 0111 

... w •'lllUee& W.... btnt.r &ttl"- Cit .,._ wa 
-IV .. 1'- Ia eMU. ...... -we - -.u U't'l.a-

lfts-' ~lae _. ftw Mill._ t- ,._, -I 'e1 

.""_., .. ... . ....,. ..... 
........ 1 a 

'• •• • .. II a ................ 
SO&el .. .., .............. 
~ .. a-1 blld''"" 
Mt&lll Pis'" saretn 

Regraded Uclassified



OONFIDl!lNTIAL 

• 2 
, LZ fsl ~ :. -= :;; tit. 
.......... 2 .. 

1 p I fta.l ............... a-. 
1. .. s W• a ,_ ...... ..,,._. 

.._.tiS Po. Ia .. P ......... p n 5 

.-l.a-1 a _ _.S?ol' .. llt:'SSI ..._ 
• el ...., .. --' 2 . ..... 

• r a 1.Ua a .w•• • 74, ___ .._.rw•a. 
s-- 1Ft ............ ~~A , .. ,_.. _.-.. _. 

.,.. .. 1w a. sa s • •• I _..._,_.~~S~ssg.._ a ?1 

..& a.zM .... fill I a'zt --.. .. llsziiSPl .. _.I 5 W 

... MP a JsessOs• .. &• ... I II ?o\a' eU i 2 ' rtf&? a.... ' 

... ........ • .... 1 .... ~--' PI~ ...... 

.....,. ........... , laM?mlo 

I. 3 ,,._., IIQUZZPII!IIS<'•-• rl * --Air ,._ • PmssOs• -

2 

...... ------~-. 2 J 0 ··----· ..... _.,., .• -u"•' , a I....,_.,. •5 •• .-.-. 
• ... = QS= tl I 2 I .. -- ....... ,_ .... ._. .. , I .... 

&IIsSa - a -'1 U t • E 2 2 a All* - 1 a .._ llliltztl1 IIIII , 

..... _ 2 9 ........ "' ................ __ 

• 
_,_ ....... ,, mi?SSU• ------

-' 71 s, ... ..,.. SCIJP"n· .... •• • w?S sst_.. 

e~w:' ' P' a ........... ...._...,.-~~~.-. 
• .. , ..... , •• llnft' ........ ... " p au ~ a ....... 2 9 a a 

f ;Uofll ..... # t -#11' __ ..... '2 7 SRI 

CONFIDENTIAL 

-
Regraded Uclassified



. . 
331 

CONl"lDl!:N 1'1 n.L 

..... Ia .. - ""'Ill$-· ...... V I .. A!' 2 .. ..., '!ro 

tiiU twa«=.,. ... ~~ .. - ¥2 , ........... ~ ..... 
•. • .. _. ,_. s-- 16 ...,....., ..... p n \'• .. 

... 2 ... 

6. PIMla.a • ....._.,.._. • .._.., .. ..,,.~,_ 

- ~ .......... 111 --~ ~ 
I. Dlrilll* ~ fll II 2 I l.-1& ..... 2 rl- US ' 12 

u.t ll .... Ia • II I m''ll _.., """•1•• - .. 41111 ....,_ ... 
e1 ~. ,_. ..,. - etlill .n.M, fll 'llllda W. .,.. kS'II -

-wte a..,...., ClaD 0 I loft ...... _ 2 '_,_ • 

rc.ra .. ""• a •• ..a .-k • • ~rta-... a. o c•-
1...,..... II ~QC llJ 'Y- to: I ' .... - ,_ ....... 

......... .n .. ..... 

a. ,._. ...... , 1= s.a SlrdW • .,_ 2 or rN a • =•• •• 
,.... .. , Ue (II a 1 aatl.a a• 1A'I& ~ PI & ... 7 fW .... 

Dlatet\Vee lUi.., AWl .... h 'I ¢ 

•••W)at'IIU' 
...... , 7 ' 
II • ..,. ul '"--"• ~I &tal at_. ...., , ..., 
... n.e ..... 
...... ul illlwl t ' 111& I .. ..... 

Regraded Uclassified



( CONF'IDElNTIAL 

I 9 
- 5 II el.: ~ ;:~7 :a::·:-(t'l;::. .. 

l9.~ ........... ... 

.. "'"'• ... - _. .... 7 .. .. -~· ..... ? Ill ...... ..,., .......... ~.~ ......... 9... ... 
I. 1M ... 9• ,_ ·--~ t 2 ,,.. 

9 *• u a • .._.. ... ., .... 
.. Ms•=r.• ._ ... .._ .. ., •w• t. a-• r• 

9 r a._ .. _ ....... , : u ,_ ..... ._ 
.... .u... .. ........ 
*'.., ?'¢% ••• ..... J <Ma Jl eftletd ...... 

JW1 "= _. a !' • t aML--.& .. s , • t 
7 

' • 9 • 

....... 9 .. Jfe ..r.te, ...U" .... U.\ ftn*Wo .. 

JJ~Ma..,taii:AaSa-• 
3 

1
3 teae?r' _.,. us·-· 

,. ........ .,_,.. ............ _ ...... ", _ 
_..._ .. s "z11U1•-•=•••• ... ,... .. 
a 1 a 1IU1 p 

7 

' ' " • 11 ._ p 
3 

P a 
4o 1Fr'7Pae .. 9 111 .. ._ a ' '?a el tPie - ,_. ••HIItPIIO?Ioll?·• 

7 \ . I$IIIIU.Se?·._.•.._.., Po 9 
3 

.. ....,,.. ............ ..,...,. .......... _.... .. .. 
Mill w! et• fll .. pMm fll e?r u sr'\o. • P 

3 "u 
,Jd'T: nos a. .. asr• w • ..... ...a n u= _ .... _.._a 

••••n -.. tsuu s e rtt 12 -
3 u tsrt 1a WII

3

11Pr''SeiiP•u ..- Wlld'll 

• 

OONJI'IDENTIAL .. 
• 

• 

Regraded Uclassified



f 

.................. £ ,, ..... . 

.. .. .... -~ tlllllll&e a k&P a .. •·· .... .. 
.. llllllellli R 0 'Tf'7 'a 7 .... .... 

as ' "= a ........... , 7 - :7 Us 

1lll1l .... , .. , .... , ...... a ,.,, u.... a ,. ..... 
.. • = , = 1ISII7S £ tlllliP • ,._liii!ID7111Jnll .......... _ .... 

.. 

7 

7 , ... 5 ·-ill-- 0 

7 4 .. - 7 .. 

... 7 a ................ _ .. '-* ....... .. 
a'd sr ........ ...,1Ql ... -._..,.7 '•G .. , ............................. .. _ .............. _ ...... ~-'_,... ... .......... 

.. _, co ........ 'lllJl 0 c .......... 
- • 5 

-... .. t '?sellA,, ,_..11111l .... d' ?ti•P" .. ,-.. 7 ,., ........ "''tV ... Fdmtl... 4 • 

•' "sC •• _. • .-. ... •.,. • • , a ,. ., " .. ,, ... a 
,. .... , , 7 .. ·----._. ._.,..s , •• ,. ... ... .• 2-- (£ 

---1 ?3?73 .... & &II 
• ... _. ............. 1"1 c•e PUFL 

..... _.. ... JUP*a? 'tp , ... 

Regraded Uclassified



• I 

( 

CON li'IDENTI A L 

-at·---"'··-- .... ,, ...... 81r&' 
~.., t&a a .-11.- at~&* JW?Iel& W Ia 't' 1111-

t .&ftlr ?I&Jl 0 3 taU .... 11' 1tl1 ,___. ....... -- fit 

~ .. ...,..--sa t11r Cla-a.n 

~· 111.11wr -... • .. " 1 1 r 
I rkiJ et_. ..... 

oo:NFIDENTIAL 

+ 

Regraded Uclassified



IIATIONAL DEFBliSFf EXPOO>rrums 
(In mUllons ot dollars) 

Esti,atea oublll1tted bY President • s ijstilnatea uses! !!:( tit! rreaau!X war Dept, Navy Dept, Defense War Navy President•e 
(tlov, JO) (Nov, JO ) Fund 1/ ~ Dept . Dept. Fund 1/ ~ 

?9• 98tt 171 ~ 98tt 171 

91• l08tt 199 91• l08tt 199 

82• 136ot 1• 219 82• l36ot 1• 219 

13t.ot 1SOtt :3!> 287 1JI.ot 1SO. :3!> 287 

1961> 1~3/ 10. 375 1961> 1~ lo. .:!12. '·~ r7 
)98 2~ 18 656 435 

m 231 20 806 493 

735 2J2 18 985 520 

7~ 225 19 984 550 

7~ :m 18 965 570 

7~ 208 l4 962 575 

?40 2ll l4 965 600 

5, 230 2,215 135 7, 580 s,ooo 

lllcludes eatimatea and eJ1P8nd1turea br War and Navy Departlllents and other agmeiea. 

!:reus or llove:nber estimate added to J)ectlllber. 

.. 

, 
' 

• 
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SECRET 

PRIORITY 

Naval Communications 

7 ltecember 

For Secret ary of Treasury x Approve your recommendation to 

zell only wholly t axable defense note3 tor new money x All 

ell on boerd x Bes t of luck x Roosevelt • 
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~cember 7, 1940 

Memorandum for the Secretary; 

The St ate Depart ment telephoned, this forenoon, 

that wr. Welles has been i n con t act with Ottawa and i s 

now in receipt of a message to the ef fect that the 

Canadian Uinieter of Finaoce expressee frie ndly appreci ­

ation of Wr. Uorgenthau'a oessage and Ur. Clark will be 

here on Wond&Y !ll)rni·ng in time tor a meeting. 

11. 11. Chauncey 

PS. Your calendar f or Monday shows: 

10:15 Bank or America 

10: ~0 Graves - Thompson 

11:00 Henry Van Loon 

ll: ~0 Harold Smith -- Bell 

l:OO Lunch with General Uarahall 

~:00 Financing and Currie 

.ft:OO Pre .. 

• 
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StRICTLY OOlfl'mi!II!'IAL 

~1 ?(TCi~1;.1.tPvo. 
Deco=ber 7, 19LO 

Full conaidera;ion baa been &iven to the dioouosion at the con­
rorenoe in the Secretory • Office on Decmber 4, One of tho princi al 
matters dicouaaod at that tlge was tho question of the narr~ ~Sin 
of tho general statutory debt limit o.nd whether soouritioo shoul<l be issued 
under that authori&ation or under tho national defense authorization. r.o 
r•oognite that from the Treasury' s atondpoint thoro may be grounds for pre­
ferring to do tho financing at this time by means o1' tho notional defense 
authoritation in visw of tho nmount of authority available under tho &en­
oral statutory debt l imit , The decision will, of course, be made by tho 
Treasury. 

Adoguaoy of debt limitation 

The facta 1n r espect to the limitation , ao we understand thec, aro 1 

At the end of llcvombcr the re:lllinin~; authority under the .:oneral s tatutory 
debt authoritl\tion waa $723,000, 000, By Dooocbor 18 it 1s eatbJated, oeouoo­
in& the oontinued pro~am for substitution of national defense bills for 
rt!;Ul&r bUll , that tho -rgin under the debt linit will incroue to $900, -
000, 000. If $750 , 000, 000 of cash 1a raised throuC)l a n"' iasuo the l:l$rgin 
would be r oduco<! to about $150,000, 000, Auuninr, completion of tho bill 
progrOJD in tho ag~;regato amount of $1 , 3QO, ooo, ooo, tho margin woul<l thoro­
after inoreo.oe to about C450, 000, 000 in January , woul<l <lecllno to ~350,-
000, 000 in February and to ~150,000,000 in l!aroh, and would be eliminated • 
about tho and of April, Tho question is Whothor this margin io sufficient 
and also whether it aeoma likely that an increase in t ho authorization can 
be obtainod from Congross before thu mnrcin is exh~uoted, 

Regardloso of the decision Ylhioh the Tre~eury makes at thie time, 
"" boliove that the Treaaury and the Systm ohould join in ma.ldng a recom­
~endation to Congress and possibly a public etatomont against placing dofenso 
fillo.nciD~; in a opooial category and in ft.vor ot raieing the general debt 
linitation as aeon ao possible, Since tho paoea~:o ot tho Rovonuo Act in 
Juno 19/.0 Conveoo baa increased defense opproprilltiono ve ry mtorially • 
ln order to 1'1nanoe tho <leficit 1C!lich JIIUit bo iuourre<l it obvlou.sly. io noo­
cssary tor Congrooo a~ to raioe tho debt limitat ion, It is our "opinion 
aod reo.....,ndation that ouch an lncreace shoul<l provido tho Treasury with 
full authority to raise this coney in whateve r IC&DDOr h bast aultc<l to tho 
interest. of the national econoJIIY rather than to reotriot the sale of aocu­
rltieo to opeoifio types and terma . We 'IIOUld etronr;ly urge Congress to malta 
thie ehqo and to malta it ao soon no poeoiblo, and to th~t en<l we .,.,uld be 
glad to assist tho Treasury in aey way that we can. 

It 11 our opinion thot the mnrgin ia CldoquC>te and justifies tho 
Treasury in proceeding with the ieeue of seouritiol under the general atC>tu­
tory debt limitation. If o.n c1nergonoy ehould o.riee prior to r eceiving addi- _ 
t !onal outhori&ati on from Congress , the TreC>sury will hAvo suffioiant author 
ity under which to Clot until the middle of Waroh , ~t which time auffioient 
lesway oould be obto.lnod by tho roplo.ooment of tho J\me 15 m&turity of 1 
t500, ooo, ooo ot 110teo with natiolllll defonoo aorioa obligations . If otil 

• 
' Regraded Uclassified



STKICTLY CONFIDBlrf!AL - 2 -

u ... ter leeway 1e thought necessary. the ref'llnding or the 3 3/6 
bonda could be deferred =til March </hen 1f o.•"~i 1 d ~ thper cont. 

t d th • ··~ • ona eu. "" ority ho.a 
not been gran e , t1'f could be r eplaced wit h defonao obli tio &" no. 

Reo.,..endo.tiona 

1. Co.ah !'innncing. - Tie rooor.mond that tho Troaoury should 
rnioe $750, 000, 000 of cnah in December through a l ong 2 ~ per cent bond 
"hich o.t the prca<mt L1L\rkct would have a mAturity soll\GI1hat beyond the ' 
existing rongc of outatanding issues . It is our judgpcnt that, considered 
solely from tho point of view of tho influence of tho finMoing on the 
nation&l eoono~. t he Treasury• a cash requiraoonta should be reiacd by tho 
iasuanoo of bonds for the follo'f!'ing ronaona 1 

a.. The issuance of s uch coour1 tie a would ba j.!1 influence 
in tho direction of financing the public dobt 1110ro lo.rgoly f roa the oavin~ 
of tho country rather than fro:o n furthor ""P•naion in bo.nk credit. .u­
thougll it is recognized thot " long bond r.ould not be diatr!butod exclu­
sively to the snvinga gr oupa, it nould fnll i.nto tho e c:.toflOry of o.n invest-­
cent auitc.blo primarily for th<lll. It nould, thoroforo, be " atop in tho 
gonornl progrM> auggoated . 

b . Tho issua.nce of bond:. nould tond to roatra.in e. f\lrthor 
riao in pr1ooe ovor tho ncar months . 

o. Present market conditions o.ro auoh that tho Treasury 
could float an isaue of practically any mAturity tho.t seems desirable, in­
eludins at loo.at a limited amount of long bonds . An offoring of an inter­
mediate and long bonds ""ul d be roadily absorbed in tho JMTkct, provided 
tho long bonds aro rostl'ietod to an emount that thO Nr kct can cot>fortably 
di~oat. -.hioh may be estimated at about $1, 000, 000, 000. 

An argument for ahort-tono securities ie that until t!to uncertain­
tics ooncorning benldng and tax logialation aro oottlod tho market erumot bo 
expected to :eaeure lo~teno interest rates with fairness . If the influel'ICe 
ot large aurpl uo banldng funds wore r ..... ved froc the mo.rkct, lo~tor:o rateo 
mgl\t han to 1norouo somowhat tron preaent roeor<l low lev<>lo in order to 
attract the saviJlGI of tho country. Long-torm bondo iaauod at this tio>o 
would be vulnerable to such " riae . If this condition is definitely antici­
pated, tho offerins or short-term aoouritios at thio time ia indio•ted, pro­
vido<l a public atot~nt ia iesued, 1n Which tho reasons for this 4ocia1on 

aro &1von. 

r:o rooOIIIIIIODd (o.) that conaidoration bo given to raiaing tho llJnito.­
tion on pr oforrod allotments on oaoh aubooriptions to ~20,000, since this 
stop '1\'0uld tond to onoouro.ge subaeriptiolUI from individ\l&ls and trust ac­
eounta and to roduco allotments to bankaJ (b) that the per iod durin~;; Wioh 
deliveries of securities on thooe oubsoriptions are deforre<l ohould bo ex­
tended tr0111 three montho. to six months, with tho do.ting s o pl&DDO<I that it 

' 
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will not tall iJcoecU&tely prior to or attel" a freu r 
(c) that conlidoration bo given to ol1m1natinc the ~vi~!::!r:ate; and 
.,.,nt for new aecuritiea may be made by credit to war l oan de it by pay­
in ben)ca havinr; the.t privilege, since ouch elimination muld~: ina~~:"ta 
with a policy of o.vcidlnc tho creation ot additional bank deposito . 

2 • Rof'undine; of !larch 194J. notoo . - Yro rocc=end that th 1 J/2 
per cent Waroh 1941 notes Should bo refUnded in December into a 1 3/4°por 
cent intormodio.t e bond, much at the preeent market would have a tom of 
about 1952- 54· I t \'10Uld probably be advieablo to do thh refunding 1n 
D<loOlOhor, Iince i t would diopooo of the problem of tho larr;oot mturity ot 
the next eix montha • An intormedio.to bond rather than a note 11 r eco!li:>Ondod 
bocouae (a) invcetore have e. decided prof orenoo tor intoM:IOdiato banda over ' 
notes at current yiolde, (b) an intomodiate bond would aupply tho _,.kct 
with a .. turity currently in d<II:III.Ild, end (c) an intonoed1ato bond 'IIOuld 
follow more oloaely tho genorol financinc policy provioualy outlined. It 1a 
reccm:~ended that tho note holders should not be ginn an option to excha.nr;o 
into a lonr; bond aa well aa into an intol'l:IOdiato bond, ainoo (a) tho bulk 
of tho oxohanr;oa migllt be for tho lonr; bond, in vi .., of tho larger premium 
that probably muld be placed on it, thereby croat1nr; an outstanding amount 
considerably in oxcooo of tl billion and (b) tho limitation of ox~~ancoa to 
on intermediate bond would avoid arbitrar;o tranaactiona and wide fluctuations 
in the rights between tho time of cloeinr; tho boolca on cash oubocripticna • 
and tho timo of oloo1ng en oxchangoo. 

3. Rotund~ of 1941• 43 bonds, - It ia rooomended that tho 
3 3/8 per cent 1941- bondo eho'Ui.d"bO""refundod in Dooomber into tho now 
1 3/4 per cent bonda for tho same roaaona otatod o.bove in connection with 
the exchange of notes , It is al.oo our;goatod, howanr, that holder a shoul d 
bo g1 van tho option of exchanging for t ho now 2 1,14 per cant bondl under 
certain roat riotiona , I t io understood that a larr;e proportion of tho 
19IU-43 bonda h 1n the hondo or i nouranoo oo!OpOJ11oe , aavinr;s banks, 1nd1-
Yiduoh , and truat accounts, rNm:y of 'llhOil YlOuld hold a long bond for 
porJ>anont llm)etmont. If all holdera · ot tho 1941-43 bonde oxchanr;od tor 
tho lonr; hauo and an additional t750, 000, 000 woro r&iaod throug)l caoh aub­
scrlptiona, tho iuuo ...,uld total about 31, 300, 000, 000, SinCe tbio Ol>Ount 
is larcor than the market could ro&d1ly absor b under our..ont conditione, it 
h r occmoondod that tho long bonds bo iuuod for oxohanr;o but only on tho 
baoia ot a regiatorod bend which would be delivored attar oix months and 

would then bo oxohangoablo for bearer coupon bond• . Such an arrang...ent 
would afford auttioiont immediate protection to tho lonr;-tom aarlcot , 

Rol'unding of tho banda might bo poetponod up to any time prior to 
their maturity 1n llaroh 1n order (a) to provide rooorvo authority under tho 
gonere.l otatutory debt 11m1tat1on 1n oaao of nooouity and (b) to o.void any 
need tor an 1ntorut adjustment if rofunding io dono at this tl.lllo, Tho 
rouon for tho latter ia that tho larr;o 1ntoroot nluo (27/32) miQ>t b0 a 
deterrent to tho rofuncl1nr; 1n tho event of a decline 1n tho marlcot atter 
tho offerinr; ia announced, A• r oprde thia point, however, tho zmr iaoue• 
ottorod in oxohango can bo oo priced aa to IIAlca the oxohanr;o IUffioiently 

•ttraot1To to uouro oo,...,roion. 

• 
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Rec~ondAtionc if financing is under 
dofenae &uthort~~tion 

341 

If it is tho decision of tho Treaoury to iosuo socuritico at thio 
time undor tho nationo.l def'eru:o a.uthor1lat1on, it -:1ould be o.dvisQble , in our 
opinion, to ro.ioe as little as possible of tho noooooary funds through 
r.c.tionol dofonso 1sauos, It any funds aro r&iaod through nationol dofonae 
issuoa, we would rocommond first that bille bo 1eauod ae tunda are required. 
Billa QTO recommended, since it is our opinion that any iaouoe made under 
tho national dofonso authoritntion ohould bo for aa ahort n t orm as possible 
in order to ineuro ouly retircm;ont. If tho Treo.eu.ry docidea to issue 
notoa, tho only typo of obl igation that cay bo code fully tnY~blo, it io 
roco:::ocndod th•t the issue should bo of a ,..t...,.ity of only ono y<ar l.mto<.cl 
or a long'-r period, also for tho rca.eon that wo bol1avo auch issues should 
llo o f' as ahort a. ton:a c s possi~lo. 

Issusnco of r c01stered bones without pri .. iloeo 
or convoreion to bc.e.ror ooupon i ssues 

It ho.a boon susge sted by t."lo Treaaur; that bond• 'Wh.!..c.h ar? iasuod 
undt.r tho 4of otT cd delivery plP.n s~.ould 'bo in rop;iotorod form e.s at prosont 
but without tho privilege of o"oho.n{lO for bo• r or coupon bonds , I t is our 
roeo~ondation, however, that this suggost1on ehould no t be put into oper~­
tion , b<.~ea.uao 

1 . Registered bonds Vo'Ould r.~v• .. hijlher yield in the :narket than 
coupon bond• ~nd this differ ential is esti~ted • t about 0 .10 per cent , 

2 . 'l'he work involved in r ecording ohanget~ in ovmcrship of Gov­
ern::.ont s ecurities muld ~ inerou ed to v~ry subat.ntiol proportions . 

} . There 1!0uld be considerable objection in the UTket to ouch 
• procedure , The .Uaunderstandi .ng !>:' tho t>&J l:et in Septe>ller 1939 that 
tho S:rsto:::1 AccoUDt ' a request for the no=oa of aellera Dis,t'lt be for discip­
linary purposes infora that a siol.lar ciaundoratllnding ...,uld o.rioo if the 
Treuur; s~.ould ndopt tho policy of iasuinr; bond• in rer;!stor ed for:n only. 
Tho offoot on the market of innovntions or r ostr iotiona auQgosting partial 
control of an othonrl.oe free mar!tet might bo hOJ'tll'ul, • • P"oinlly at 11 til:lo 
'l!!lon nll indico.tiona point to n aubotllntilll volumo of futuro ti=cing OJld 
'~'on tho Troo.aury probably •:ill bo ~tt01:1pting to broaden tho r.w.rket for ita 
scouriti~a . 
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Dear Mr. Secretary, 

Brithll Eabo.ssy, 

"•shington, D. c ., 

7th Dece~ber, 19, 0 . 

I have no-• received some dotailed figures to sup~le>ent the 
more General information conwined in the noto which I 1 r : 
on Decomber 3rd. 

0 
t 

7
-1th you 

1. You will r ecember that in the t tlegrw:a eacl.y in October 1' 
waa s tated that the s ix principal operational a• -raft i 0 u •• i• 
S itf i (f'i b

•A ) w llin = ---' · ., ~.r cane , 
? re g ._rs , e gton, Blenhd.11, rlhitlcy and Jlt.oj>j en (bombers) , 

olllllborad li209 on lOth llo.)' and S7S5 on 27th Septe•ber . Thot nwaber has 
no• risen on :e9tb Nov..,ber by 450 to a t.otal of 4185 . 

2. A~ regards oilots , the tigure given for the r4etropolit.an 
.Ur For ce for 15th June was :1101, and ror 27tb Septeaber, 4143. That 
fl~~Ur• has since risen on :e9th llove:~~ber by 2Aa to a total of <398. 

During tbe Stlllle period another SSO piloto have been all oc<..ted 
to the training organisation and tho pilot strength in tbe Yiddl e Eaot 
Co~and bas been incr eased by 120. 

S. You may be i ntercat ed t o hMr thut our pilo t wast>l£e for the 
~ontho of September to November inclua1ve was almo•t exact l y what we hod 
anticipated as a result of u review which ... undertook of t he fii.'llTU 
for t his summer' s C&Jllpaign . In Sept embor our actu:.l wastage cxcee . cd 
oxpacl.ationa by about 15%, but in Octobor and November it was less, and 
t he total figure worked out al>ost exactly the same, i . e ., 1217 ooninot 
nn anticipated total of 1218 or an averase of 406 a ::~onth - allowin~ for 

half tba wounded retu.1·nl.ng to duty . 

4. I understand tbat it bits been a~ranged tbot you s bOuld recei .. 
the f igures for aircraft production !ro• Lor<! Beaverbrook tbrougb !ir . 
'.torri.~ Wilson, tmd Ur . Wilson tells ae th.!it. the fi~s for recent 20nths 

aro on t.ba way. 

5. I have askej for any particulars tbot u y be available os •o 
the parformance i n action of the P. 40. I have not yet bad a reply but 

will lot you know as soon ae I do. 

6. Phili p Young tells me you ar• very busy at present .Yith 
Sir Frederick Pbiliponnd other oatt• r s , so I aa going away t1ll Thursdoy 
night to visit some aircraft and engine factories . I can of course return 

ioaediat ely if you wish to see me . 

lours ..ltK~.._"r 

The llonou rable Benry llorge!ttbau, Jr., 
Dnlted States Treasury, 

Waabington , D. C. 
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FEDERAL RESERVE BANK 

OF NawYoRK 

December S, 1940. 

COt!TIPflfiiAL 

Dear !lr. Secretary: Attentlop; Mr. B. Merle rnsbran 

Pursuant to lll:r. Cochran's request, I enclose 

our co•plletion ror the week ended November 27, 1940, show-

ing dollar disbursements out or the British Dopire and 

French accounts at this bank and the means b7 which these 

expenditures were financed. 

L. 11. rnolce, 
Vice PHoident. 

Honorable Henry IOrgenthau, Jr., 
Secretary of the Treasury 1 

Waebington, D. c. 

Encloaur .. 

Regraded Uclassified



Pl!RIOD 
1939 

~· :u - 5ept. 27 
Sot>t'728_--~v. 1 
lin• . 
rnv . 

r t.rtotly 
AlW.Ysre or lli!l'I'ISH Alm J'R!:I:QI ACcowrs 

- -- llnlllllrnni or llDll.O.ro/ - Week Endod _lu-J.t, t 740. ~~~14entie.l 

BAIX OF ll!lC!.A!lD (BRI'r!SI! OOVlR~:!m'l BAIIC ~p FRRi~ 

_ ._!ED I 'I'~ ~- -·c R I! Dl'l' S -~ 1!_!11 'I' S :J. _ :! I D 1 !_!I 

Pro!.eods or Other r:et ln..,.r. I net Inor. 

cov •t I Sa l.ee or O:redita (•) or c:.,v •t I PJ'\•?eede I (•) ,,r 

Tntfll I Exp.Qndi- Othor T•· te.l ~Se-;ur1t1oc ( 1n~l . Deer. (•) 1\ltnl I Ex'pon4l· Other Tnt.o..l ot Cc'ld Othor I Door . [- } 

Doblto~ tUl'O!~I Dob1~rod1!!4- C.•ld_~_•_t ._l (b) a4J ' to_l

1
_in Bal.onro Doblts f turoo(>) l Dobitol Crodlh .;aloe ~ ~> .. dlto 

1 
In Bal.onc.e 

94 . 3 :s.a 'l<l.7 207. 8 18l5. 4 33. 6 -11.2(4\~ •113. ~ 19.~ &. n _ 13. 4 u .3 - _ _._ u .3 - 8 . 1 

- ln& . ( :--_s . a - 1oo. 9--_1u.n- 3.-2-- 52. 6 86. 2(eu· •S5. 3 88.6-...,-sl.e 
100 4 

76. 2 35. o u .e - 12.• 

191 . 7 8 .9 16::. 8 1~.81 57. 8 ::s.n 23.o _ - es.9 ?s.L l · s:.t 55. 1 n .a • 4 .s 

- 97. 7 __ 8 . 7 89. 0 __ 75. 2 50. 6 1< .~ 10.4 ~ 22. ~ 86 .8_, te. 1 58. 7 109.2 93, 9 1~.3 • 2~.4 

OO . G 17. 8 G.O(tll - _lt. 4 :ll . 5 30. <> ~5. 9 50. 1 - 5 .6 

~. ? 1? . 9 33. 7 - 15 .9 3: .a 39. 9 n. ~ S4 .8 - 1.e 
Q9. 9 - 21, 5 tl . G(cl- - 21. n 3!J. o ' &3_..7 , l®. n 75,4 •· • s . • 

46. 8 13, 4 CG. 2(l!L_ - 27 ,0 29.4 r 55. 1 78, 7 60..!_ - 6 , 1 

~3.2 --? . 1 25. 9 ~· 25. 3 57.0 ·'-'·· t 14,, 4 41.26. 2 • ·~·" 

l 

3"1. ~ - 5. 1 • 36. 1 1:!7. 3(11 29:4 -~. 1(1) 335. 6 - · lfi8.• 

~~-2t.o ~~~£44:.• ~~~~4:::, ~~~~· ~ 

An~· ·e9~b;f~_Uure;o~tnO'i_eutbreekf;r '~ar--
e (tbr.~J\ine---r9r- tl-v':Otu"_:ntin 

!lnGland lthl'f'UV> 1UJ>O 19} 
itll{lland ( olnoe .1\lM 19} 

t 7. 6 a1111nn. 
60. ) m1U1on 

: 
- O.T - 0.1 

,_ - -. • 

- l 

0.2 =-=t 0.2 - ...0.2 

l 0.1 .... 0.1 ~0..1 

g:h- : ---t o,z l ;-g;: 0.2 ....... 
(See tnotn11tea f11 reTerse aide) 
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I.Dohtdea pa.yaonta to.r aooowu;: ot BrtUe.b Puro.Melng Ccmlli .. t on, BrU.lah Air Mintet.ry , Brithb $.l))pl,y Board, llinlatr-1 c-'r 9uppl.y Timber 

OO.ntrol , aXId lrUA18't.J'Y ot Sblppin&o 
Through 1\m.o 191 tbe.oe ttauree repre .. nt tot.al Mlea nt Aluerto,an 800\lrttlea b &.ot1nd D1Dtrtot ~l"te4 tor -~~JU.nt ot t.he Vnited ltJCO'JQ.. 

(Prfioeeda ,,r tb.eeo sales , tlnwevor, u.y not havo boon orod1to4 to the Ben!' nt !:nslo.nd.' a oooount 1n all oaooa~ ) Begl.nninS wtth the weok onded 

J'\lno 26 , the rtgures ftpreaont tro.nators trcm the Bo.nk vt twntreal , tlow York AgenO¥ , l'lhtoh 18 ou.atodlo.n r,,r requhtttonod Am.ert-.n aeo.trt tiea 

~14 1D! thia countey,. 'l"bo t..ra.naror~ &ppe.:t'0)\1ll.T reaeot proceeds ot utt1~1al &et>Uil'tty tat..a, in~lud.ing tboae Mn4led. th"lU$h. pr1Yeto Mala. 

7raD 1uc.e l?' to 1'ul,y 19 1 tra,naa~ti.OJ\,I: 1D Hq,urU.tes j,e.ya'ole {tl e»e,trted.' tOl'rif'):i oarrenos.., lnGlud.i..Qa, dolla.ra. by Uo1ie4 Kt.N;<bz::a reai,denh 

....... prob1b1tod. • • • • • : : • : • 

Inoludoe pa,ymenu tDr account or F'r'e,noh Air ,Cnmmiss\nn and J"l"onoh Pul"ohaatng ~eeion. 

Inolud&s adjuetmont. tar (b) above. · • ~ • · t 

Abm&t t85 llliUton t.re.naterred 1'rtlll aoo•Nnts nr British autbor1ze4 bankG with Now York b8nke • 

. ~ut. $1.1 a1U1on t.d.Deterr.d. t'ra!l aoooriWlta rC British authnr1ze4 banke t1.tb Now Y<"'rk bank:a. 

About tB a.Ultoa. t-re.n.aterre4 rram aooount.:s ot 8rlUsh at~tbortz.ed. lanka ritb t• YC'Irt: bWa. 

About $10 million t~8tt'l.t'D\d. tran a~onunta r~C Britbh authurizeod 'tonka with flew TtJrlc banke. 

A4juot ed to ellm1no:tc tho otreot ut $20 million pa.id 'out on J'\i.ne 26 oM r0turr-.o4 'the tol1N1Jl8 day: ' ' - · r 

Abc.lut $2 million tre.nst'orred trczn aooClWlta of Brit a h authurlz&d hllnko w1 tb Nml· York ba.r.Jc:a. 

About tz mUllon t1."8.D4fef'1'94 tram atOounta t"ft Brlttab autMrlzed be.Dka wltb New. York buka. 

About $4 mllllon tra.a.storr.d t'rcR aoCCtUnta C'ft Bfoit1$h auttwr1:ted baa,ka with Nn·Tf'rk buka. 

l.bou.t t6 aillioa Vansterr44 frolll aooounb d t Bri tiib authorbed bt.nb wltb lf'IW' Yort bulklo 

Inolude a $1.5 llillion tran1terrod fNIIIl acco\u'l.'t ot Rojal Jrothotla.ndl 06vtr=-Dt· • • . . . . ' . . 

' . 
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---------------------·~u~•rurr.n~--sOfig~~r~ 
BAliK ~ 

~tr1"'t.l.J' 
'rHk ~n&d »ov. 21, ..,1,40_. :c,nrJttontl,Y 

--~-.,.--- "J:a.tlOtlWml'!l !1.\r;Jt OF . ti!S'l'llAIJA ---
I --
1 --~..!JU..!.~S 

Tran.et'Sre 
w 

ll"tal Otf1•1al 
Debita Brltt.eh 

·-· C R E .D I'!:_ S --------1----T-- ~st~r};s- .£..ll.Q.T T_s __ ~ 
tProoo-eda Transtora tl'G Ottioio.l Net Ino.r. tc Prnceede f~t lrcr. 

nt _ British A/C '()t;bor ( • ) ru- !'l'utlll ' Ortlo1all0th4" 'i'•t.al or 0\lD r ( • ) nro 

Gol4 ~r Own r,fr Creditl l)Oor. (- ) .D&bl\a B:r1t.1ah Debit. ':J'ecUta! ~l.d crecuta ~r. ( ... ) 

~:.ft.=i7tJ~~-~~;~~T SOlea "! BoJ.A.o•q A/C • ~~- - J sa~• J -;Bol~oe ~ 
• _1:J-1-1~9 1 -: ......___. 1.9 I 

,,_ .•• _,_.,_=-••"'-''----" ~c- - ?, 2_. s.a-=c..s.e j __ • ~.3 
3.3 I ~.Q... r-r ~;--
2. 4 L!·• L 

6.• 

rh,.okiY-A~re.ge ot.!£u~noe OUtb~ak ot Wy (Ct.n&d.& alone 

Through No .. lll>or 27 t 6, 6 m1ll1on 

• 

~ 

r 

i 
I 
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SPJ.U Cillo\! RI!J.U 

( l aclu4111c 

Jllll4o4 or c.lllorllia 
1!1cl> Oo\al>o O!'u4o• 

.111 ~r crv.u 

lluolint J.OO 
GuOl1111 ll0 

.Ill OU..r Ouolllll 

!lbr1•,at1:oc 011 -

AYlliU<>II Lubrloatinc 011 .. • 
.Ill Otber Lubrl .. \inc 011 

'!oootero •, ncl!. .. Ito­
OoW.o , ho-Bna~~~ , or 
ho-PIII\al>l 

IROI J.ID SCRAP B!'IIL 

l B11'1'7 llol\inc 1or11p 

Soon~ 

9fl,JIIS llblo. 

336.255 Bbll. 
ZT ,500 lll>lt. 

2, ,75 :Bl>lo. 
43.1195 :Bl>lt. 

Oftlco ot lloro!IM\ Ship Control, !riUV)' :o.,or-i. 
J,q utorll'l tr• wblch 1>7 •-•oll'l UoilllaUOil there ou "01 o~\o4 
aoro tbaa 3 porcci ct ~Uoa •otor tul, IIJ;Iroou-"Ooa ot !Qodro .... "Ooa 
•lxturo - I'Ho14-.i'• NC'Ilail .. ct .J'&l7 a. 19'10. 
biat1011 Ouolillo. 

4at11114 111 tile J'nlluat'• ,...uu .. ot hJ:i 26, 191!0. 

3 Bblt. 

1,195 :Bl>lo • 
sss 1\lo. 

• 
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TREASURY DEPARTMENT 

INTER OI'I'ICE COMMUNICATION 

DAta Decell'bU 7' l 9i!o 

to Secretsry llorsenthau 

••eM Nr, Cochran CONFIDENTIA L. 
~~otered. oterlimc t1'uuctlo~a of the reporth~ 'b•nlra ware 8 0 tollovo: 

Sold to COIIINrclal conoerno t 38 ,000 

Purohoted fra. commorolol concornt t 5 ,000 

'!be !'adoral Reaone Buk of low York eold :1.12 , 000 1n ra~etered eterll"« to 

lhe :Bonk of !!aDIIAttu. Tbe lattot' turned thle et or llO« o'l'er to a co...,.rclal houeo 

requlrlr>« the fUDde to po,y tor the l~~portatton of carpet ~~atn1tlt. 

Open M!'lcet eterl1Q& vaa tl!'e t quoted at 4. 03-l/2. It rtltdoed ettlld7 at 

tlu!t tlll'lf'O th!'~out the a ornlr>«. !hera ve,.. no !'Oporte4 t!'enttcUone . 

Oloa1Q& quotatlone for the other c~rtnclee were : 

Cana41an dollar 
· 9wh e franc 

9wo4hh lerona 
Jletohemarlt 
Lira 
Arcontlno poeo (tree ) 
B!'az111an •Ureto (!roo) 
Mexican peeo 
Cuban p .. o 

.1. :run rate of 5-31/32~ vat rac ohe4 tr .. ~•1 thlt .. !'111Q&, •• apuet 

6t 70et ordo,y. 

The Pederel Ruent Bank of !few To!'lc ,.u te4 the Control Bank of Ill S&l't'&dor 

• thrtt-liOnth l oan of $25 ,000 70aterday, oeH1Q& at14t •• collatorol $28, 305 111 ltOl4 

!roo the Sal ... 4oN u huk'e ta,t"'IAJ'lct4 account. !he total of ouch loue nov outotand­

lr>« aaoo.nte to $922, 000, eeoured. 'b7 fl,032,l22 tn &Old• 

!he Pederal boer ... Bank rtpo!'tt4 that tbe :Bolt of Culldt eh1ppt4 $5,638, 000 

ln &Old fro• Cu.Aa to the Pt4erel for account of the OoftrDMIIt of Canada, for .. 1. 

to the low Torlc .l.ota7 Office. 

'lbtN Ytrt no sold 0!' d l ... r p!'looo rtetht4 froa Boa 'bo,y todo,y. 

( .l.ccor41Q& to tha Dopart•nt of Oo-roo 4a117 tto.te1otnt of an ... r t:q>o!'h and 

l .q.orto, a ahiJ*Ont of ret1•4 atl'I'Or 11111lion _,uns to 65,2)0 .,._. lett low York 

0 • Dtcoa'b.,. 5, oondped to Petuao, Pbl.u4. !hh 111'1'01'. tlllpptd 'b7 tha Pbn1tll 

.laertcan f1'o.d1ns OorporaUon, 1- Torlc, M7 poot1bl7 be ut4 for colust purpottt tn 

11D.lad, /.J""...,-~ J 
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StcrEtary of StatE , 

r:ashington . 

4941, DEcEmbEr 7, 10 a . m. 

GRAX 

BErlin 

' 

DatEd Dtctmbtr 7, 1940 

REc ' d 2 :55p. m. 

My 4619, NovEmbEr 6, 11 a . m. 

FOR TREASURX P~OM HEATH. 

357 

According to thE statemEnt for NovembEr 30 thE 

RE1chsbank1 s invEstmEnt holdings increased by 1233 million 

marks during thE last WEtk of tht month to 14036 million 

marks as comparEd with 13581 million marks on October 31 

YlhErEas holdings of misctllancous assEts dec rEasEd by 125 

million marks to 1870 million marks as comparEd with 1858 

million marks on October 31, This is a greatEr than normal 

incrEasE in i nvestmEnt holdings but should probably not b£ 

considtrtd abnormal in vi£W of thE approaching Christmas 

stason and tht usual Christmas bonusEs paid in pert at least 

with tht NovEmbEr pay checks . 

or thE total End of thE month i ncreasE in investment 

holdings or commErc~al end ~~tosury bills increasEd by 1220 

million marks to 13532 million marks {which \a a rEcord 

figurE, 

• 
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EH - 2- 4941 , Dt cEmhcr 7, 10 a , L,, froo !3crlin , 

fi•tU·E , thr. pt•tviou3 hi ~;.h having btEn 13206 million marks 

on SEptEmber 30 ) c ollateral loans 1ncrta scd b;; 12 million 

mar ks t o 26 mill i on ma r ks , eligi ble s Ecur i ties by 2 mi l l ion 

maries to 51 mill ion mar1<s , There was pr ac tically no chanGE 
-· l n holdinr;-s of o ther sccuritico , ~~ a. 

REiohsbank notes in.~irc~ 

lat1on increasEd to 13198 million ~rks a record f~~rc the , 
previous high having bern 13026 million mark~ on August 3~ 

' st<[8d at Qll ly 

"" "" OI')"~~OV£.."!btr - ' . 
~orrover whereas on August 31st demand deP?sits 

~ 

' • lci08 mUHon marks thEy WErt 1706 million m:.rks 

30th anJ the Rc1chsbank' s holdinrs of coin 
-. 

and r m t r nbank 

notes totalled 5?7 mi lli on marks on Aurust 31s t as c ompared 

w' th 353 mill i on mar ks on ilovr.mb r r 30th, As sumi ng no change 

ln the gross cir cul ati on of c oins and rrntrnbank notes since 

August 31 (tht r E hnvc bttn onl y slit~ht changes i n rec ent 

st·•temcnts) the nr t i ncreas e in currcnc:r circulati on from 

A•••·1Jst 31 to November 30 was 412 million 1118rKs and in the 

circulation of ban~ monEy as reprEsented by drr~nd dtposits 

at thE Rtichsbanlc 98 billion mt~rks i , E, a tot"l i ncrEa s E of 

over 500 million mgrks . 

.I.OR:US 

EMB 
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( (COPY:DCA) 
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194o. 

l!o. 514 

SubJect: liD&Aoi&l PraeUcea of Geran J1raa 1n llolina 1A !raneoeUone 
vUll t he lhiJ.ted. Stetee, 

COliJ' Illil!i'l UL. 

For the lntoraUoa of the OU1ce of the OooNl!!!tor of Comuro1tJ. d Cul. 1 
!!tlaUone bet wen the AMrlC&II llepubl1ce. "" tura 

!he l!llnol'8ble 

'l'he Secreta.ey of St&te, 

Yaahlactoa, D. c. 

Sir: 

1 Mft the honor to report certalA fiD&AoltJ. praeUc11 of O.ran t1ra1 1n 

.oo.u1•a which MYI oo• to the attention of the Legation. 

Banld.nc oii:'Clll report thet .. ,t of tho leadill4 German t11'1111 1A Bol1"1o hi•• 
liquidated their dollar heliDC11 ill the United 8tat11 &Dd are DOV bep1JI& dollaz 

account. for the ... t part 1A the Jaaco .Ue.aa Tranaatl&Jlt1co ill Lt., Peru. .&p­

parutl;r, vbea dol lar• are daolred to pa;r for pui:'Ch&alt 1A t!MI UD1te4 Stat .. , 

account. of the Jaaco .Ue.aa fr&ll8&tl&Jlt1co or ih corrupondenh ill tho Unit ed 

Stat11 are uaad, A& the Dlpartcent 11 ••re, there li&Yt for 101111 tt.e been cl011 

connocUone bltwaa •- O.raa firu here &Dd Japan••• Ural with illtenational 

operotiou tucll aa llihui &Dd othera, 1ll •••• reoent •••••• p&3ll8nt tor 0....., 
purchaaee 1A the 111ll\e4 Statu ll&ft been M4e b7 draviac oa Jap&lllll tirae 1A 

the United Statee. It ~ be that ao• ot the b118llceo 1A the 11u1ted Statu of 

O.rao t 1 ... ll&n Mia placed. ill the ,.... ot JaP8lllll tiru biCIU.II of toaz of the 

pouibillt7 of the UaJ.ted. Stetu uteriac the .ar ap1llot O.ran;r &Dd hope thet 

Japan 11 not aa lillllq to be affected or 1t ~ be tbat thell tranaacUono are 

the reault of helnoe1 hel4 1>7 the JIP""'•• firae ill coaa.eoUon with O.man puz-o 

cht••• of llol1Yiall COoU for .TIP""'•• account. !hi latter ••••• th& aore probeble, 

la additioa, ...::r of the O.raa. t1ru ll&ft •acaced. hlaYilT 1A recent 11011the 

1n conot ructioa ot aev bu1141aca for etore oopace, etc. YhUe a few of tbea haft 

lara lootJ. helnael, there bat Mia little 'borroviac troa local - for the 

purpooe , It 11 ftlli&blT reported. tll&t ~ of the ~>~CIO&&r7 capital lila Mia 

adnnoad 1>7 the J&aoo Al-· !rallaatlallUoo. 1ll other vorie , Paruri&a. depoolh 

are beiac UH4 to tiaalloe Qel'llNI oonetruot1oa~Y11. !hh oituaUon baa 

created eo• ....... , .. ,., IIIOIIC :lollYilll n... t the aoat ...aaltiiJ, ll&ft 

not Mia ~ to •'-r illU tile 1N1141ac 'booa nlT aa haft tho 0...-a 

• 
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r - 2 -

t1r11t bec&UM of tl\1 rao~r1ciloll, Wider 1u~ruet1o111 fro. ~1>8 1111l1t~J7 of :ruaaoa, 
on crad1tt ,....,~ad to thea lrT local banka. fb8 raev.l~ 1t ~bat ..,,, BoliTlall but1uu 
1o qua.rtered 1ll old bu1ldl.D«a dhtwU;r 11lter1or ~o t booe of Qa....,. firllt . VUb 
an l.llpr u eionable public , aw>h aa tbot of Bolh'1a, tb1t a4.dt to the idea of Oaraan 
might &nd dotl1-• alr eadT pre ... lent beeauo of tbl o.,,,..,. ot,..,;lehold Oil lorp-
1cale vholeaale IUid retail trade . 

6l G,l/85l.6 

Original &D4 four copieo 
b1 air •11• 

DOUGLI.S JEliXIIIS 

Cop;r f or t bl Office of tbo Coordinat~r of Couuc1al cd Cultural lldat1ono 
bet veon t l'.e .ber1CIIll llepubl1co. 
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(STRICTLY CONFIDENTIAL) 

361 

PARAPH RASE 

A te legram (no. 1303) or December?, 1940, from the 

American Consul ate General at Shanghai r eads substantially 

as follows: 

The Italian commercial attach' et Tokyo , Angeloni, 

I have been informed by an unqueationed source, departed 

with 800,000 American dollare from this port en route to 

Japan a few days ago. I am told that all or th1e money 

wee obtained here. I was unable to learn for what the 

eum wee to be used and am unable to otter any reasonable 

gueee on this score. Two I taline marines accompanied 

Angeloni to Japan . 

lO lf'~ 
I 

. -
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EB GRAY 

(Paris) 
Vichy 

Dated Dtctmbtr 71 1940 

Rtc 1 d 3 p. m. 
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St crttary of State, 

Washington. 

10981 DECEmbEr 71 10 a , m, 

FOR TREASURY FROM l.!ATTHE"\':S, 

. ,-
.... 
" ;J 

~· 
- Q 

.,~ ~:.;t 

FOR GUARANTY TRUST COMPA:IY FOR LOREE !/f!! BAHJitTT, :J 
"AssumE you recEivEd my lEtttr Octob~~d, jfigi~·~ 

by clipper, duplicatE through Washington , dEaling \Vit~ 

questions relatEd t o our rEduction program and woul d bE glad 

to know datE your r Epl y as anxious havE expr Ession your 

ideas . Our franc dtposits now down to about franc s 

170, 000, 000 and wE plan pay out additi onal franca 100, 000, 000 

this month providEd paymEn t s , overdrafts including Columbia, 

Lait Gloria, •::or thington, rtc cived as cxptctEd". 

IIU!lPHY 

EMB 
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,_ ..c#CJMY W ft.UW: ... 

-In reply reter to 
EA 862,8181/2281 
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DEPARTMENT Of' STAn: 
WA»>INGTOH 

December 7 , 1940 

The Seoretary ot State preeente hie oompl1mente to 

the Honorable the Seoretary ot the Treasury and enoloaea 

12 oop1ee ot telegram no. •938 dated December 6 , 1940 

troa the Amer1oan Embaeay at Berlin • 

.. _ 

• 
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EH GRAY 

BErlin 

DotEd DECEmbEr 6 1 1940 

Rtc 1d 9 p. m. 

< 
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.. ~ 
SEcrEtary of StatE, 

..., 
J 

~-

Washington, ~ 
~ 

,. n 
~ .. 
~ .. ..., .> •• 

4938, DECEmbEr 6, 6 p, rn. ::.. 
~ 

-::.: ,.. •• • --FOR TREASL~Y FROM HL~TR . .... ... i '> ... 
Am plann1n~ to bE in Davos, Sw1tzulaud at sport 

Hottl Stthof from DEcEmbEr 9th or lOth until Christmas, 

>~ORRIS 

EMB 
• 

Regraded Uclassified
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fa ret•- .. tiM ea'll1e--...... 'M, trt.,...... ett1Ma 

I~ lou .-... W. 11UU.ea- _..r uu, lt 11 eotllla.... rue 

ticv. lllel .... 100,000 a&Uw treepa, 'lleold•o .Uitla ad terrl­

terial Mt- r...... "'"'' .... 4lot.r1'1Nte4 1A tba f ol.ltodJic ter­

ri...,., no.... 1a a 1101'1111 lut lofr1• carru-, wbJ.Ih 1 • ""' 

,..lUftl.T ....... 'De at ...,. ~~ lNt M l llft w 'M 10. !Ida 

prri- alM lou u snbt- IIIFMr at 11..t IJU.no aa.~ .. u .. ~·· 

IMM ....,_. 'llrilla U. '-'&1 I~ Wf W 1101000 aati'na _. 10,000 

IW1u8, !lien are 1a Ll...,.. ' 11111'1& 4l'l'ia11u, 11 111'-r -

,_nu141 lilt...,. 4l'f'll11u, I MUft 4l'l'1118&11 ad U.., _. 0.,. 

_....,., fbi ll1lllr ..t.w 1a rr' w 1w.f IIIFMreo fetal ~ 

lien a:, M ertlllat.• a• 10,000 a&Uftl1 110,000 ItJaltua. !M tev.l 

...... ._ 1a tM DD&I!4111t--le& 11 ..,alftlat te ... l.atlaat:r7 4l'f'll11u, 

witll a 1 1' 

..... ..._.. l .. c;111l1a ... IIIII& , .. Meo&l• ..W 10,000. Ill 

All&ai& .... are t Alpilll 4l'f'li1AII ' l.atlaat:r7 4l'I'1110DI at -'aia 

'nel y ~ 4l't'li1AI at unal \JPel 1 .,_.. 4l't'll1111a 1 

0a1en 4l't'll1111• j,Mlu-1 .. u. .. are llllllr rrlw, 0.,. ..,. u.., 

WUfh ...... 111e1 ... - reP-' at .. raaal,_, - at II d 1ere, 

_. ..._ at eaftb7• a. ..un ~ 11 ertllla ... " a.o,ooo, .,.. 

II !'Ill lJ,- .UMIIla ........... wl• 11 ~· 
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,._ wau - ..... , tact ler a-rM 110,ooo, es.t!looa t!l:riWW 

.,.., •• ,. ·---........... IbM .......... ""· 1*1,000, .... 1 l 

............ a.,-. W tw all: OJ ell• ~~ l 1 lfti,OOOo 1M 

_.. Ia nul .. _... .t P'ftl'lo • • .... ..., ...... - Will 

_. ann .. ll&t 'r "'- I' Ia ~t ~ *' .,. tnat el 

-.Ill&..., aa.c -. lllpsJ• tacaU•wlU • ..._- 'r-. -- ....... , _ _., .............. ., .... 
a .. U 7'Mt 

I a&--•• • .... , w6 'UIW 
....... 1 • 
I ,,.,,.r, ...... .... ....,., ... 
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COIIFI!lENTW. 

TENTATIVE lESSONS WLLETDI 
No, 75 

(;412657-2.35 

NOTICE 

IIILITAI\I IIITELLIGE!<CE DIVISION 
:lAR DEPART!:!E!IT 

l'laahin(lton, December 7, 1940. 

Tbe in!ormation contained in this aeries or bulletins 
will be restricted to i tema f'r<lm otricia1 sources which are 
reasonably confirmed, The lessons necessarily are tenta­
tive and in no sense mature studies, 

Th1a doc"WJBnt is be!.n& gi'nln an approved distribution, 
an<: no ..C:ditiona1 copies are avllileble in t.be L:ilitary ~ 
tel.ligence Division, Fer provisions governin& its reproduc­
tion, see Letter TAG .350.05 (9-19-40) ~. 

)4ISCELLANEOUS OBSERVATIONS AT THE GER1WI FIEL!> 
ARTILI.';RY SCHOOL 

SOURCE 

This bulletin is the lut of a aeries of four basad 
upon demonstrations given for t . gro\\p of Al'..erice.n official ol>­
servers at the Gorman Field Artillery School at J~'terbog 1n 
September and October, 1940. 

eotn'EI!'l'S 

1 . !llllONSTRATION B! A 10~1. B&TTEIIY 

2. 1'HE OBSERVATIO!I B&TTALION 

-l.-
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1 . J)F)!ONSTRATION I!Y A 105-!lt, BAT'l'ERI 

a, Genere.l 

Observers saw a 105-u. lisbt motorized battery move 
into position and open fix;e . Piece a were ete880red and all guna 
used natural camouflege. ' 

b. Radio Communieation1 

371 

After guna bad opened fire, observers were shoWn a 
radio eat nb1cb the conmendent of the Field Artille.ry School sa.l.d 
could be used for sendinl! and receiving ailnul.teneously. Each be.t­
tery baa one of these sets at the O,P, , oJ>e at the battery position, 
and one for infantry liaison, Thll aet, which is contained in a case 
7 x l4 x 15 inches, bas a sectional t ube antenna 24 feet b1ab. 

Each battery alao has three or four redio sets for 
raceivins only. De toils o! their egp1oynont were not slven. The 
eat inspected by the observers was located at the be.ttery poaitio.n. 

c , Fire Date 

Mechanical apparatus io e~>ployed for computation of 
fire date. The apparatus, constructed of light metal, is contained 
in an aluminw:l CL\Se 3 :< 8 x 20 inches . By a combination of crlindera, 
came, and plettens, basic range and azimuth are corrected for wind, 
tem,erature, site, air (\ensit!•, type or shell, and pon<ler charge. 
lleteorological information 18 received b)' radio from the meteoro­
logical section. 

'Ibe outeto""'DI! te:>.turea of the mechanical device for 
tire correction are its cot!q)llctJ>eaa, lisht "eisht, reaistenoe tc 
weather, and unitol'111cy tbroughout the 1.1'117. Although the Genmla 
conal.der it valuable, some officers still proi'er to COIIJ'Ute their 

Olin date . 

d. Opinion of the Co!!!!l!!1d&nt on the 105 

Tbe commandant expressed the opinion that •The first 
thins America will do • • • in the next ·ur 1a discard tbe 75-1111, 
sun as a field piece tor aup!JOrt or infantry and 1!0 to the 105-1111. 
bowitaer.• He believed that t ho 75~111ll. gun had intlt>l'ficient powar, 
and pointed to the 105-mm. howitzer as the weapon that bad stopped 

1 . Uao or two-way radio coauunica tion b,y artillery Wlder certain 
oond1t1cna baa been described in Tt!ITATIVE LESSONS WLLETIN 

llo. 74. 

... 

Regraded Uclassified



0 

heavy French tanks . The horae-drawn and aotor-drawn JIOCiela ot 
tho howitzer &N identical except in wheel COMtruction, he aoi<l. 

The comman<lant eapociall;r emphasize<! the point that 
all sights and measuring devices are the same on all German ar­
tillery pieces . Thus personnel can be shifted f'rcel;r without extra 
instn•.ction. · 

2. THE OBS!i:RVATION BATTALION 

a . Organization 

The obser vation battalion consists of a sound ranging 
bettery, a flash ranging bnt tory, a topocraphic battery, anc1 a 
belloon CO"PMf• 

b. The Sound Ranging lllltteq 

't'be observers ware ohonn the sound ranging bat tary, 
which, according t o the colllll>llldant, was cre<lite<l uith 9Q.l of the 
Ge~ ouccess in locatine ene~ batteri es during caopaigns 
againot flarsau, the lla&inot Lino 1 an<! other areas of artillery 
groupmenta . 

~'bo system employs r eceivi ng mi cr ophones space<! evenly 
along a base line the width of t he divi sion front. Tbe cicnphone 
1o a cylinder, ooven inchos hi gh and ten i nches in diameter, placed 
directly on the grotmd and covered wi t h a hoav;; felt cap t o pro­
t ect it trem the weather and to deaden extrnnoous sounds from the 
air. A guard is place<! at a cl oee , conveni ent, aata locction with 
r espect to each microphone and pr ovided with a telephone connection 
to the recei ving car, which contains the recordinl! instruments. 

Sounds from the en&JQ' bat tery are elactri call;r trena­
a l.tte<l to the recei v1ng car, wbere the7 are recorded on a strip ot 
paper a bout two ... tars long. Also il'lpressed upon thi s strip is a 
t1110 scala f or com'JSri son. Ths difference in fractions of secon<la 
ie deterained from. this strip, and the ool ution as to the range anc1 
aa1.wth or the ens~ battery io determined by charta prepared 
separately for each set-up. 

It was stated that attel' three readings, the position 
of the one~ battery could bo determined within the probable error 
of the "counter batter;r" artillery, 

o. The Balloon Col!!JliW 

There have boon aeveral report. of etabilizing davioea 
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on O.l"m&ll balloons 1 '!lut none ll&a apparent on the equiproent ot the 
balloon coi!IJ)8DT, and e noncomml.osioned ofticor who we.s questioned 
on the aubjeot eeemed to know nothing or theaa devices. 

The captain of the compony aaid that balloons were 
not widel,y uaed durins rapid advances but that 1!11\lly balloons 
were now 1n position on the ooast tooing England. 

Observers saw photographs of a target area taken trom 
balloons and concluded that theae photographs, mede with a high­
powered cuera, "llere very valuable . 
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37-1 

II.I.D. , II.D. 
December 7, l940. 
l2 :00 11. 

This military situation report ie issued by the l.!ilitary 
Intell1pnee Division, General Sta.ff, In v.l."" of the occasional 
inclusion of political 1nfonnation and of opinion 1t is claasitiec1 
u Reatrictec1. 

I. rlestem Theater of Vlar . 

l . Air Foree Oper ations. 

After a day ot llcl>t mc1 scattered rsic1s on southern 
Englancl, the German Air Force l&st niaht roeuased ita attention on 
Bristol, where a fairly larp-acale attack wu made. Secondary r aic1s 
were made along the Channel coa.st. Lonc1on was not bombec1. 

On the night of the 6th-7th the R.A. F. concentrated on 
airdromes 1n occupied territory. 

II . Greek Theater of V/ar. 

The Greeks, f ollowing tha capture of Porto Edda, han ocn­
t1nued to press t he Ital.l.ans, especially in tho northern, or Pogradec, 
sector . The Italians announce counterattacl<a by their troops . Air 
activity apparently wa.s llmited. 

III. African and Mediterranean Theaters of War. 

There baa beel no change 1n the Sidi-Barr ani area. There 
wu e..- patrol activity in the Oallabet area and 1n the Kassala sec­
tor, SUdan, md on the Kenya front. All air operation.s were minor. 

RISTIIICTI! 
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