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H.M.Jr : 

Henry L. 
8timeon: 

H.H.Jr: 

8: 

H.H.Jr: 

8: 

H.M. J r: 

8: 

H.M.J:r: 

8: 

H.M.J:r: 

8: 

H.M.Jr: 

8: 

H. M.Jr: 

8: 

R. M.Jr: 

Hello. 

December 10, l94o 
9:44 a . m. 

Hello, RenrJ . I wanted to know what you 
wanted or •• t tUe aorning. 

Well, what I wan t ed - I wanted a tew ainutee 
with you before I went into ttUe big meeting. 

Yea, I ehould Yalue it hlghly. 

So it lt would be any eaaier t or you eo that 
you don 't h&Ye t o make two tripe, it you oould 
come at quarter or three 

No, I' d ra ther come now. 

I ' d rather come ttUe morning. 

You would. 

Yeah. 

Well ...•. 

We' ll h&Ye more tlMe and can go lnto general 
ttUnge. 

What t1ae would you want itt 

Well , i t 1 e eet now t or 10:)0. I' l l be over 
there. 

Oh, you will. 

Yel, but I Juet wondered whether you could 
adYiee ae or anyttUng about • ..•• 

Well, I want to - before we l it arouD4 with 
12 or 15 people - I'd like to tell 7ou Juet 
what it ~ and how 1erioue lt it and t hen 1et 
a.ur adYl oe a• t o what we're reall y goins t o 
do. 
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H.M. Jr: 

8: 

H.M. Jr: 

- z -

Well , \ba\ 1 a au I wan\ \o know. I 414n1 \ 

lulow whe~er U relah4 \o the af\emoon or 
DO\. I Jua\ toun4 \h1a on ., appo1D\aent 11a\ 
tor lO: JO an4 I \hoiJCbt I 14 Jua\ &1n JOU a 
riD& aD4 t1D4 out whether it waa a dre11 
reheareal tor ~e o\her \h1ft1. 

!b&\ 1 e Wba\ 1\ 1e. 

All r1&h\. I'll be oYer. 

!b&ftlt JOU, 

.. 

• 

• 

., -
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RE FINANCING 

Present: 

!!.!~. Jr: 

Bell: 

H. M. Jr: 

Bell: 

H.M. Jr: 

tlhite: 

Bell: 

H. M.Jr: 

Mr. Haae 
Mr. Gaston 
Mr. Foley 
Mr. Bell 
Mr. Young 
Mr. Sulli vi\D 
Hr . NhitP 
Mre. Klotz 

December 10, 19ijo 
10:00 a.m. 

DBn, the only queet~on vhioh I vant thle group 's 
advice on i s one year or f i ve yeare. To bring 
you fellows up t o dat e on thi s t hing, it ia a 
matter o r public relatione rather than finance. 
Everybody went along ye s terday in the Federal. 
I haven't read 1t yet, but Dan r ead it, He sai d 
there was a meeting before in order to do the 
devil Justice. Eccles t Akes the position that the 
thing I d1d do l ast night VRA what he wanted to 
do . 

He submitted a memorandum which set out that view 
for considerat ion. 

But d i d he recommend? 

No , he d i dn 't recommend it .beoauee he vent along 
vi th h1& Board, but he said he didn 1 t vent to paee 
up that meeting without letting you knov 'that yo~ 
should consider t hat po int o f view. 

Well, you people sav t he press today. we got a 
evell p ress . 

I heard a radio comment last night. 

Every paper had a headl1nt. The Times vas the 
voret headline. 

Oh, don't you like that~ (Treasury Plane Draft On 
Weal th Ae Aid I n Defenee. ) Well anyway, the 

• 

3 
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Bell: 

H. M.Jr: 

Sull1v11 n: 

I! . M.Jr: 

Poley: 

H. M.Jr: 

011ston: 

Bell: 

White : 

Onoton: 

- 2 -

pos i tion that theae fellowo take 1a, you see -
they don ' t aay it in so many words, but if I am 
sincere in what I aay About only wAnting one kind 
of debt, then we only want a one ye11r note instead 
of s five. I s that right? 

Well , they recommend very ntrongly that you make 
a one year obligction and get out o! the way within 
the year these two kinde of debt . 

No>: , whet d i d I say on the Htll? !:!ott much did I 
commit myself with !'P. t !Wrrlaon and those fello'>~s? 

Just to 500 million. 

Did I say ~ow long? 

You ea i d you were loaning tow~rd A tive year note. 

From the s tandpoi nt or the oublic, Herbert? 

I think that laying as ide thi s ques tion or whether 
you w~nt to clean up tho two diffprent kind~ or 
debt, I eh~~ ld think a five yeAr note would be 
preferable to jus t a one yonr obl iga tion as a 
contribution to defense, 1t eee~e t o me, and it 
doesn't amount to much. It eliminates the fac to r 
o r contribut i on. It makes that r Ather hollow. 

;;'ell, eo does the five, Herbert . The coupon i s 
so low lt doesn't f i t in with what the SecretAry 
hAs been talking about. It would meM more than 
three quarters oer cent. 

1:/ell, except that ! don't think the amoun t s involved 
Rre eo impor t ant as the principal . I am inclined 
to agree with Herbert, althou~h I d?n 1t k.no" the -
I am not on top ot the b1>ll at all. I don't knew 
the merits between the one and the five excep t 
in general I think the t unless t here is some Aoec11ll 
reason, both t or the reason thAt Herbert h~s given 
And because I think at t hta time e five year note 
s eems better financ i al operatlonR than a one ye~r. 

ETen it you eliminate 1 t, there Ar e two things i n­
volved. One ~e the chAracter of the obligation 
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Bell: 

\;'h1te: 

Bell: 

HIUI8: 

- ) -

1teelt' and the othe r is t hr bookkeeping' on it. 
Now, it you got ~uthority trorn Cong rePa t o lump 
thase two togethe r so you don't h~ve to d1Atinguiah 
between one tund l'n<1 ano t her fund, these still are 
out aP defense obligotlons and the oroceeds are 
still for defense. 

There i s t his ooint , too, thnt you havP got theae 
obHgat1ons i ssued under the t'o•Jr billion dollar 
U:ni t ation ao a s pecial fund t o r the retirement. 
:;e don 't tAke the vi e"· thn t thn t is any different 
from t he o thprA . ive h~ve the s inking fund behi nd 
the o t hP re also , but I knew t here i s the vie w t ha t 
thes e a r e soecial obl l grtlone a nd bettpr obligation. 
t hAn any o f t he o t ner a , es?~cially oeeured . 

I hAve a little t'Peling tro~ t he ooae1bility o r t~ 
oublio reaction t ha t t hey will t h ink there is ao~e­

thing a 11 ttle bit runny about a one year obl1ga tion. 
They will think this is only going to be good ror 
a year. After t hnt the oolicy may ohllllge, whereAs 
I th i nk it you will make it five years, it will be 
~s though the stat ement s are tully borne out . 
Unlres there ie e?me good technic~l reason agAinst 
it, I ehould like t o eoe a f1ve year note . 

One t h ing we have mentioned several times in the 
memorandum, I think l t CAme troro the s tarr, p robobly, 
rather than troc the members or the Board, i a th1s, 
that they !el t that the abort obligation trould go 
1n the bank and bank dcoosits would be increased . 
Therefore, they snid, •But your hands are tied, you 
can't get any lon~er than a t'ive year o9eration so --• 
but 1n order to meet thet, the best way to meet that 
1e to ~ut out the shortest one you o~. that 1s the 
one yea r note, and then you will correct the s1 tuat1on 
w1th1n a year. Tha t ia one technical a rgucent t or 
the one year note, the bank deposits . 

In other words, you will refund it At the end of the 
year and sell the bonds to the investi ng public 
rather than the b~nke. 

The o ther argument, Hr. Secretary, was what the 
Bonrd members mentioned about the p~ It1t1on . It we 
get leg1slat \on next ye11r, doean' t th~>t re,oove t hat 
objection? 
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H. M.Jr: 

Whit e : 

H.M.Jr: 

White: 

Has a: 

Whi te : 

H.M.Jr : 

IGlite: 

• 

G 

- 4 -

Yea, but I mean I am taking - I tr)' to be honest 
with )'OU tellowe . I ea willing to go along with 
no partition, eee, but I ftO ~ing it with 1117 tongue 
in mr cheek, because I think the President l ikes it 
and I thinx that CongreAe kind ot l ikes it, see? 

The partition? 

No , the apecial detenae not ea. I mean, I won't ear­
I am ea)'ing it to )'OU so that )'CU reall)' know, but 
I moan as tar as the publio or an)' otrers, I think 
that the orthodox attitude is one that we shouldn't 
have M )' partition, onl)' one kin/1 o t thing, but I 
think when we end up we are going to have a defense 
note. 

\I ell, rou can 1 t handle the (llbltc ra tionall)' , and 
thtlt i a the strength of that position. You have to 
take the public as the)' are and take advantage of 
the i r psychological crudities Juot the same as we 
do in a lot of other things in our monetarr tinanoe. 
We don 1 t handl e many ot the subjects ratlonall)' because 
the public thinks cert'Jin thing@ Are eo, and th1e 
is one ot the cases where, though rou ~re completel)' 
right on the analyt i cal and sound grounds, ret i t is 
a psychological quip ~ich I think the public -
Treasury ought to talte cognizance ot. 

On the oubl1c side, the argument as I see it, ~ 
that the)' 88y, ·~ put out a one rear?• It will 
raise qu estions. You have got to answer it. It 
your only answer is technioal, you orobabl7 can't 
get it acrou. I t J OU put out a tive ~ear, rou can 
·~~n't put out a longer one because JOU bave 
no it)' to put out a longer one. You are tbat 
tar 1 JOUr limit. An7 l llJlU.n can understand that. 

Kore than that, Mr. Sporetai:'J, I think that a 
substantial case can be made. 

• 
What 11 thaU 

I think a substantial oaae can be ma4e, as indicated 
betore, not to i liw e l ong tel'l!l bonds at such a t i 111e 
so that tile ti ve rear rio te, i t ee ems to me, even on 
technical grounds, 1e preferable t o a long t e..- b ond 
next 7sar • 

• • • 
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11. M.Jr: 

llhite: 

SulltvAn: 

H. lLJr: 

- 5 -

We crossed tha t bridge. 

'1'hie 1e being r n1aed ageln, a one year note Md the 
long term bond. I thlnk the five year note la 
preferable to thAt nott or next year lf condltlona re­
ma in approxtmately the snme next year as t hey are now. 

l~at does the sal es mannger or this program say, 
my f i el d repr Psentnt ive? 

r think I should h11ve stayed home thi s week. I 
unde r s t ood thls was comi ng Thursday. I hsd all 
these fel l ows ready t o --

I didn 't underetsnd t hA t. 

(T~lP~hone conversAtion wi th LAuchl1n Curr!e follows:) 

-

7 
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H. M. Jr: 

h'hi te: 

H. I•1.Jr: 

Sull tV Ill\: 

H. !C Jr: 

- 5 -

We cros sed t hat bridge . 

~hle i s being rn1eed again, a one year note and t he 
l ong term bond. I think t he tive year n~te ie 
pr eferable to thAt no., o r next year if cond itione re­
main approximately the e11me next year as they are now. 

\·/hat does the sales manAger ot this program say, 
my f1eld re!)r esentnt1ve ? 

I think I should have stayed home thi s week. I 
unders t ood this WRs comi ng Thursday. I had all 
t hes e fello we ready t o --

I ~1~ 1 t understa nd thAt. 

(TPl~?hone conversat i on with LAuchl1n Curr!e follo vo:) 

7 
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H.M.Jr: 

Operator: 

H.M.Jr: 

Lauchlin 
Currie: 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

H. M.Jr: 

0: 

H.M.Jr: 

C: 

H.M.Jr: 

0: 

Hello. 

Mr. Currie. 

Lauch. 

Deoe•ber 10, 19~0 
10:10 a ••• 

Yea, Mr. Secretary. 

Your curbetone opinion. 

Yeah. 

Hov many yeare would you make these notee? 

(Laugha ) . F1Ye I'd aay curbetone- •ery 
curbstone. 

Well, that's good enough becauee that'• all I 
oan do. 

Yeah, that ' a what you eaid I remember and that 
struok me about right to get it out ot the vay 
becauae you're going to haYI a lot more atutt 
aren't you coming on next year . 

Oh, yea. Well, you hear d the Fed. or owd - I 
didn't know whether that made you ohange your 
opinion. 

No, no. 

Fine. 

I thought the publicity thie morning vae •ery 
good. 

I liked it. I got a kick out ot it. 

Yeah, preaa account vaa •ery good I thought. 

Read the Nev York fi•ee. They'•• got •• 
drafting weal tb. 

Yee, I read that. (Laughe). 

3 
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B. M. Jr: 

0 : 

R.IC.Jr: 

0: 

- 2 -

Well , U'e tl'\le the lev York !Uiee ie the hn4 
of the lie\. 

Yeah. (Laughe). Well , \her sa•e roa a big 
epread on U. 

!hanlte, Lauoh. 

All right, Ml'. leore\ai'J. Ooo4-bJe. 

• . .. 
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H.l~.Jr: 

White: 

H. loi.Jr: 

Sull1van: 

H.M.Jr: 

Sull1van: 

H.l(,Jr: 

Gaston: 

Sullivan: 

H.l~.Jr: 

Sullivan: 

H. M. Jr: 

llh1tr: 

H. M.Jr: 

lO 

- 6 -

Well, that ie it. I thought he would say one. 

You thought this wasn't comins until Thursday? 

Thst is vhat you sa1d, Friday P tterno~n. That is 
vby I wanted to go out and get this l\ned up ae 
well as I could. Nov the problem is bow we can 
beat utili ze vhat little we have. I would like to 
have the Aasoo1ated Press fellow go t o Governor 
Lahman. I would ltke to havo him go to Saltonatell, 
the Governor-Elect of Rhode Island, the State 
Treasurer ot Rhode leland, and the l~ayor-Eleot or 
Providence . They would all oome out with e very 
strong statement and send you telegrams which we 
can later give out. Governor-Elect Hurley ot 
Conneot 1out will give you a teir statement. 

Well, I am v1ll1ng to take your word tor i t, but 
it certainly didn ' t ring a.ny bell with me. 

I thought thAt was what my trio vas tor, was to line 
up as many in edvnnoe as I could, so that they would 
come 1n and back you up. 

\fell, do you remember it 7 

On whAt, J ohn, the general alx>lition o! exemptions 
or just stopping exernpt\ona on Federals? 

No , on all ot t hem. 

Well, will t hese tellowa do it? 

Yea. 

Then all I have got to do, because I am just 
fighting time every minute, it you will go into 
Geaton'e ottioe and send tor Chick Schwarz and 
vork it out trom here, I vill le&ve 1t in the 
banda ot you three, see. 

OU&ht to be able to get them on the telephone. 

Yea. It ;reu will go into Gaston 'a office and get 
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\lh1te: 

H.M.Jr: 

Sull1vnn: 

H. M. J r : 

Sull1von: 

H.M.Jr: 

GAs t on: 

Foley: 

tlh1 te: 

Haaa: 

Bell: 

H.H.Jr: 

Klot~:. 

H.M.Jr: 

Bell : 

H.M.Jr: 

• 

- 7 -

Chick in there end do 1t in there . Okey1 

It ia a nice thing it you can get it. 

Oh, 1t vould be wonderful. Do you mind it I -
I hAve got to make this other thing ~ decision 
nov. 

I vote tor t1 ve. 

That 1e what I wAnt ed. Then you get on t h1s ether 
thing. 

I didn't know that was whAt you wanted. 

I know whet I want. 

Five. 

Five. 

Five. 

I think I would take five . 

I will mAke it unanimous. 

You? 

Sho' nutt. (Laughter) 

All right, let's make it fiv e. Doee that help it? 
When do you want to come in on the rate? 

About twelve o'clock. A ouarter to twelve. 

Tell McKay Just as eoon as Forreatal leAves-he te 
coming in at eleven thirty-to let you know. 

1.1 

I hAd one ot the moat exciting meetings I have ever 
hAd almost , since I have been in 1faeh1ngton, with 
Cordell Hull . I am Juet a coneerTetlve when lt comes 
to help1ns Europe and setting thie countr,r read7. I 
have never had eucb M exciting mom1ng in _,- lite. 
I Just- take my word, I haven't got time to tell you 

. . •• • 
• 

• • 
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H . l~.Jr: 

Iilli te: 

H.M. Jr: 

~lh1 te: 

li . ~ .Jr: 

\•,'hi te: 

R.H.Jr: 

- g -

everything , but he ia the fount ain head. I have 
been giving l nox and Stimson the ored1t tor 1t. 

12 

He is the fount a i n head whero they have been get t ing 
their inspiration; eo when I could get a word tn, 
which was very di!fioult - he got onto Dies and t he 
res t or it. I said, "Now, look, it you vent to do 
things the way you eay, we are most vulnerable on 
tro~en funds . • I Just told him a little bi t, and he 
says, •Have a meeting right away and let's do it. • 
I sai d , "I can't do it right away. • He said, "All 
right, t en o ' clook tomo rrow. • 

It will help solve our British problem. ;;e will :!'1nd 
out Just what they have got . 

But I mean, I can't - eome ot the t hings I can't 
tell you because yet - I mean, I am scared to . I 
am scored to tell you. It ia the derndeat thing 
I ever vas uo egainet. I don 't know what has happened 
to the man. 

Is it a change or mind he has had, or is 1t merely 
the first time he has been expooed to you. 

I don 't think he had it , because he couldn 't have-
I mean, 1t begins to get out. He can ' t talk t o the 
people t hat he baa been talking to and t elling Knudsen 
and ell the rest or them that they have Just got to 
atop this thing and really ge t do~n to buoineaa and 
mAnufacture stuff. He talked to the president ot 
Ameri can ~~ufacturere unt i l hP vee hoarse, and you 
oan't do that around thie town - he haa only been 
doing it tor e i ght daye, according to his own 
admission, eo eome t hing haooened eight days ago . 
By h1o o~ admission he eaid he had only been doing 
it e i ght days ; but with Hull this way, and Stimson 
and KnCIC M d Jonea end Iokea 

How ia he on the Far Eaet? 

Oh, be is red hot . .. 
\1eU, we will get D1ee atter him. 

He 1a r ed bot. All rightt 

• • 

• 
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Sull1van: 

H • .M.Jr: 

Sull1van : 

H.M.Jr: 

.. 

- 9 -

Am I going to eee you before w eee IAGuardiaf 

Maybe. 

I th1nk we had better. 

We w1ll s ee. God knowe . I have never been eo 
t ight on appointment• 1n my l1f e • 

• 

• 

13 
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HS:.t ~i.EOR..!L BEiiT 

A.AE lUCAN LE G.\TION 

STOCKHOU.1 (SWEDEN) 

390. 

GRI\Y 

occonbtr 10, 1940 

11 a . m. 

l-1 

Tht Seer£ tll ry of t ht Trt•.sury Y~ould npprtel.Ll tt 

r eceiving !l c !lblE(;<'-::1 to the chnr8E ol' tht TrEa sury 

reportin g fcets i n rt;;llrd to Oslo stock Exeh:::.ngt 

s i tu:. t ion which hc s bctn dEalt with i n press d1spa tchcs 

frou Stockhol.n to NEw York Ti•ncs . ,; r . Dlo rgmtheu 

thinks GovErnor Rooth mi $ht a ssist uir. GreEn E on thi s 

s ubjEct . 

E •• : FL: L'.'t.V 

HULL 
(FL) 

.; 
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J'ROIU American Embau:r, Viob7 

DATI!:: December 10, 19.0, ll a.m. 

NO.I llll 

fOR 'l'HE TREASURY FROM IU.TTHEI~S. 

Today at Clermont Ferrand Oariguel told me that it 
-< ,., 

baa been defini tel:r established that part ~f the f!Jur 

hundred million trance being paid each dq by the . i'renoh ... 
Government to the German authorities ie being used 

;;, . to bu;r heavily i nto induetriea in Franca _,:. Entetltisea 

in which the Germans have abown partioula~'<inte1'1st 
are mining, iron and steel and electric power plants. 

1.5 

Hote l From another source I have beard that the 

Germane are alae trying to purobaaa a 49~ interest in 

Libra1re Hacbette, an. important publ1ahing bouae, sobool 

text books being a specialt:r of th1e firm; likewise, 

that the Germans are trying to bu:r a e1m1lar percentage 

in the Bavae ageno:r, an advertising concern wbich in 

the f ield of newspaper advertising snJo:re a practical 

moncpolJ' . 

Oariguel himself cited the example of a privatel:r 

owned steel concern in Lorraine which the Germane raoantl)' 

acquired f or ae ,ooo, ooo trance, oaeh pa;rment being made 

to ' carry out the tranaaot1on. 

END SECTION ONE. 

XtiiPIIr. 
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PARAPHRASE OF SECTION TWO Or TELEGRAM NO. 1111 , 
DECEMBER 10 , 11 a . m., J'ROM THJ: AMERICAN 

EMBASSY, VICHY. 

Work is carried on b7 the Chnaane through Sv1u 

bankers who ha•e resided in France tor eeYeral 711are 

and who are in oloee oontact v1th ... aral large ovnere 

ot French eeourit1ea,and the nature ot these French 

holdings is well known to the Swiss bankers. Car1guel 

added tbat it was ironical that the Sv1aa emplo7eea 

who are lett in charge of the Llo7de BankJ and West­

minster Bank in Parle are of particular help to the 

Germane. The7 are able to ~rn1eh the Germane v1 th 

names ot ouetomere and lists ot the etooks belonging 

1G 

to the customers. Permits are giYan to the Swiss 

intermediaries enabling them to f traYel unhindered 

throughout France. In this wa:r th117 are in a poei tion 

to buy at I.Ton and other places in the unoccupied terri­

tory where the aaJor1t7 ot theee eecuritiee ia located. 

The people Who own these seour1tiee are oouneelled to 

sell on account ot the disturbed econolll14 conditione 

and the uncertainties regarding rrenoh industry'• future . 

(END SECTION TWO) 

MUJIPBr 

EA:KSG • 

• 

/ 
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PABAPBRASE OF SECTION '!HREE or TELEG!Wl NO. Ull, 
DEOEMBER 10, 1940, 11 a.m., FROM mE 

AXERICAll EXBASSY, VI<EX (PARIS) 

Ottere are made to thoee people who have a tendenor 

to resist these arguments Which are a little higher than 

the current quotation tor t he eharee wbioh they own on 

the Lyon Bourse. Some ot the people are not cognizant 

ot the taot that the Swiae banker ie representing the 

Reich. 

Cariguel told me that the Germane have been not ified 

by the French finance authorities that they are aware of 

these aotione . Such French authorities have indicated 

that wblle they do not object to paying the coste of 

an army ot occupation, they do not desire to provide 

tunde to be used in the acquisition of French industries. 

They have pointed out that --.& the payments must be 

decreased to the actual. ocate ot maintaining the &1'111\T 
tor 

ot oooupaUon, / vhich they were pr111Ari1y prortded. 

(END SECTION THREE) 

EA:XSG 
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PARAPHRASE OF SECWION FOUR OF TELEGRAM NO , 1111, 
DECEMBER 10, 1~40 , 11 &,Ill,, FROM THE 

AMERICAN EJ.iBASSY, VICHY. 

13 

There h&ve not been a117 •reparation a 1 payment a made 

einoe the :tiret o:t th1e month pending settlement o:t tbie 

matter. It vaa remarked by Cariguel (who seemed ead) 

th&t the French probably vill be forced to resume the 

payments in the near tuture, however. 

Cariguel vent on to say that it h&d reoe•tly been 

decided by the French Government to ieeue a lav requiring 

the registration o:t all :toreign eeouritiee, as vall ae 

domestic securities, which are held in France. In tbie 

vay opportunities :tor ta.x evasion would be lessened and 

yet the lav would help the etookholdere ae tar ae ea:te~ 

is concerned, This law vas not eanotioned by the ,Germane 

and it i s presumed that their retueal to sanction it vae 

due to their desire to keep their operations in bearer 

eeour1tiee under cover. 

The oiroul.&t1on ot French b&nltnotee oont1nuee at 

around 210 bi11ion trance in ap1te o:t the heayY expendi­

tures o:t the Government. Cart ... l explained that bank 

deposita are eloVly rising ainoe ouetomere are nov not 

u apt lS9.,lteep large 8UIIl& o:t currency on their person 
u lo ro be lli- ill 0888 Of aD 1aaergenoy I, 

> ' "" 
(ElfD OP lO:SS.O.GE) 

WRPIIX 

- -< 
1!.& • XSG c;.: 
~· :>-"' ... 

/ 
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RE F'INANCINO 

Present: 

H. :~ . J r: 

Hadley : 

Bell: 

!! . !(.Jr: 

Bell : 

H.M.Jr: 

Bell : 

H. M. Jr: 

Mr. !!t.Ldley 
Mr. Haas 
Mr. l~urphy 
l~ra . Klot~ 

December 10, 194o 
12:00 Noon 

~ch one do you r eoember on t he t1ve year? 

Three quarters. 

I can give you a little ot the New York attitude. 

Do that. 

Rouse has seen a number ot them this mo rning. 
He said generally speaking they are in tavor ot 
a five year 7/8the, because this is a new and 
untried experiment and t hey feel also that t here 
a re probably goi ng t o be higher taxpa. They 
are now getting into that fi e ld where they are 
goi ng to be taxed eo they are going to h8ve to 
l ook at these taxable securit1ee a l ittle more 
than they have in t he peat . Chase and the City 
and Salmon Brothers and Guaranty all favor five 
year 7/ Sths, or a t our and e half three quarters, 
and f~ and a halt yea re is an open d~te. Devine 
eaye that five year three quarters vill go well. 
He is sa tisfied with it. However, he also thinks 
t hat a 7/8ths ia nearer the market . 

The F'ed'e choice i s a one year, quarter , but they 
eay --

1'/hioh F'ederal? 

Federal Reserve Bank. 

Of Washington? 

10 
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Bell : 

H. H.Jr: 

i:ell : 

i!. ~!.Jr: 

Ot'll: 

H. :{ . J r: 

Bell: 

Hadley: 

l!urohy: 

Bell: 

ll\l rp hy : 

Belt: 

H. M.Jr: 

Bell: 

- 2 -

Ne•: York. They t h ink t hA t the f1ve year three 
ounrters will go well and thnt it will sell on 
a basls of about b/l Ot he , whi ch means 24/ 32ndo, 
three fourth s ot a oot nt . They say that you 

!:0 

mi ght '"'"nt to cons i de r th~ f our and a halt becAuse 
it iA e.n o pen dAte and it meets ollrt of this 
r!ll rket a tt itude, that the three qunrtera i s a 
lt ttl a thin. 

I think t~erP i s somet hing wrong with somebody. 
There is a minimum of 24/32nds i n t h i s thing. 

\fell , lt is a cue'!tlon o!' whe r e you out 1 t. 
Hadley ~ute i t 57 t o 60 , and t he ~ew York ~ed•rnl 
~eserve Esnk does the alll!le t .'t1ng, whereas eome o r 
the other s will out t hat a little higher. 

liell, if i t ie h\gher , how much i s 1t? 

\~ell , 1 t mi ght go eo:~~ewhere between 65 and 70 , 
they say. They hllve tllken thP two and a half 
oer cent bond t hat ls ful ly tnx exempt, so fa r ns 
eor oorstions are concerned, llnd that is selling on 
a ~nnis of 56; a nd t hey clAim you ought to add -
wns it , about 10 bne io ooi nt s to that, which 
makes it 6b. 

Whicn 1nt~rpreted into 

lthich, i nterpreted into t hirty seconds, would be 
10 or ll/32nde. 

t:o , abou t S. 

Seventy is g and 65 ie 16. 

Sixteen th\rty-seconde . 

And 70 would be 8/32nds. 

So it ls between the g &nO the 16. 

What do you think? 

But Federal and Devine snO Bob Garner of Guar~ty, 
while Guaranty is in r avor o f the 70 - Bob Gorner 

' 
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H.Y..Jr: 

Bell : 

H. M.Jr: 

Bell : 

HAAs : 

H. M.Jr: 

Murphy: 

Haas: 

Bell: 

H. M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H.M.Jr: 

- 3 -

ot the Guaranty, while he sai d that 7/Sthe looked 
like it - what the mar ket vna figuring, he thought 
it you ~on't t ind that the three quarters would go 
well. 

What doee Mr. Bell think? 

Well, I think the three quarters ia all right. 
We might put it back to June, 145, tour a.nd a hal! 
yearA, beoauae it 1s an open date mo re than anything 
else . 

lias th~ other one got anything? 

It bas got a bond in it o r halt a billion dollara 
callable. 

Looks tunny. 

It looke ae though I was scared. 

The overlapping maturity, though, gives you a perfect 
out, because you don ' t want to place something--

liE>ll, it 18 only 500, i sn't it, th~<t t1xed maturity 
bond, 5~1 million? 

Yes, 541 mi llion is the mntur\ ty bond, eo ther~ ia 
a billion dollars i n t hat date. 

How about 1t you go back three 1110nthe? 

That is a billion and a quarter callable bond. 

Well, how about it you went back two? 

In September there ie a billion 242 million. June 
is an open date. 

June ie an open date? 

Yea. 

Well, how about Maroh? 

March ha~ 718 million dollars in notes. 

Regraded Unclassified



l! . ! . . Jr: 

~ ell : 

H. !t.. Jr : 

Bell : 

P. ! .. Jr: 

.:ur 'lhy: 

:: . .. . Jr: 

.. ur ,.,hy : 

H. ' . Jr: 

Hur·1hy : 

H. ~ . J r: 

:1u rphy : 

H • • · .. Jr: 

::uMhy : 

H . :~.Jr: 

H. H. Jr: 

hell: 

- 4 -

Fixed~ 

Yee . 

Le t rro ge t t hin t hing. Have you go t aometh\ng I 
cPn l oolt a t? 

I th1nl• so . 

Here , ~:unhy haP it. 'lhe:-t- 1A four 11nd P hPl f 
years fr:>o no11? 

Fo:.tr "n~. ,. hal t' yt>'l!'ll to t here . You see , thPt 
n., tur1 tv 1. a ~'" :"ch nncS June , 1.!" ~1e ':>lJ t 1 t ou: ae 
fo r as that - -

'icll, t hi s o ne, rtve yonr~ n011 wo•~ld f ell ..,here? 

On top o f t ;11s . 

tlher e? 

He r <> ie the c;tn :nlllion bont\ l'lAt ur i t y due on 
December 15, 1:)115, f\x ed. It would t'nll on top 
o r the.t. 

No , ::lc~ e"'ber . 

You go b'lck, don 't you . tlo , I don 't ..-9nt t'> ,;o 
roc!'. . 

You ca n 't go eh~Ad 

·•h'l t 1 s se., t embP r? 

Seo tember, ' 45? Th~t 1e the ' ~5 - ' 47 bonds whi ch 
•re c qll:lb l e , n b i llion t 110 . 

\1'hy not go t o Sentember? 

.lell, th8t just molteo ll h1ll1on 70 on tha t dnte. 

\fell , 1t doe en ' t ht>ve t o be . './e don ' t have t o have 
1t that way . That nake~ aenae , j ust deducting that 
541 million. 
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H&ne: 

Hndley : 

!!ell: 

H11dley: 

H. !:.Jr : 

HAO.fl : 

'L ~~ . J r: 

Hae.s: 

H. l{. Jr: 

Haas: 

H. M.Jr: 

Haae: 

H.~. Jr: 

- 5 -

Of course , after all , a bi llion dollars 1on ' t a 
big oatur1ty. It j ust hoopena to be two things, 
and t hey both add uo t o n billion. 

Three ~onthn doesn 't make enough ~iffer~~ce 1n 
~our pric e. It would only cake two ? ~ thre~ 
t c ny-eecond e. 

I t htnk I would rather have it December than t o 
have it September. 

I nm perf ectly ~P tt~f1e6 w1 t h tho t h r oe quarters . 
I t hink lt wlll sh~< up nround three quartero of 
~ ool nt nremi~m or better, nnd I think t hnt t he 
~nrket i s trying t o get a h1ah n rem1um on thla . 

You And 'll' bot h , Georgie. 

On thle si tuat1on, :!r. Secretary, we on naoer 
have le s a t 'l ·.<Ork on becau • e you have thte ntuf f 
so we o"n ' t so At it l·r!th the confidence t ha t 
1·1e ueulltl!' do . But we se t !\ rtgure t hat wou l d 
go of! nt t•5 ~11th 16/)2ndA, but I wouldn ' t be 
sur :> r1 sed if it ~<ould do better th an thAt , bu t 
you don ' t have the snme C.egroe o f oonfldence 
bec11.use >18 don ' t kno>l h?W t o rn e~to~re th1A tAX 
featu r e . 

In ~rt, I an tell ing you t hPt we have l ese 
c ontldence 1n our ~r1c1ng t his t1~e t han ueual. 
Tnn t '1o my guess, f'nd I would teke t!le three 
qu8rtore . 

\·fell , wlll ;pu stake your reputllt l on on it? 

Sure. 

Well, I hAve got to . 

That ie whT I ea 7 fiure. ( Lau~er) No uee g1v1ng 
you &:lycbing that ! wouldn't bnck. 

Square 11e. \lila t do you reoomrDend? 

.. , 
. , 
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Hi!V\ft: 

H. !!.Jr: 

Bell: 

HM B: 

Bell : 

!L M.Jr: 

Murphy: 

H. :4. Jr: 

Bell: 

Murphy: 

Bell: 

H. !{,Jr: 

Bell: 

Klotz: 

hll: 
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I recommend the three quarte re. We have been that 
way tor several days, but we don't reel as 
comfortable as usual. 

Well, you shoul dn ' t reel co~torteble. You want t o 
get thia national defense reeling , which i e un­
comfortable. 

You kno w Goldsmith, Mr. Secretary, put• one. 

Who? 

C-oldsmi th. 

Oh, he told me he ltas wrong. I climbed him about it 
yosterdny, and he said he had t o admi t it was wrong. 

How about you, Murphy? 

!-l,y t1ret thought is the II and 11 halt year three 
quarter. I think the tive year three quarter will 
go vell, but t here ie this m11rgin which would ~~ke 
me a little hPsitan~ and I wouldn ' t like to raioe 
the coupon,and I would a l o t rather eh?rten it a 
little and mnke it either 4 and three quarters or 
II end a half. I would price a II nnd a halt year 
on a 60 basis, which would give s premium or 21. 

Have you talked to Surgeee? 

tlo, but I know Burgees 1e 7/8ths. 

'.fell, he has changed hie Job. 

Bob talked to Burgeea . 

Sur e, the higher the salary, the higher the coupon . 

Well, he has got t o have some coupon to pay tor 
it. ( lAughter) 

That h right. 

The discount ought 
have r aoapitali£ed 
t hei r f orce. 

to be coming down because theJ 
and reduced sala r i es and reduced 

• 
(Tel ephone conversation with Mr . Rouse follows) 

• 

• 
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H. M.Jr: 

Operator : 

H.M. J r: 

Robert 
Rouse : 

H. M.Jr: 

R: 

H.M.Jr: 

R: 

H. M.Jr : 

R: 

H. M.Jr: 

R: 

H. M.Jr : 

R: 

I.M. Jr : 

R: 

R.M. Jr: 

R: 

B.M.Jr: 

R: 

B.M.Jr: 

Bello. 

Mr. Rouee. 

Bello. 

Bello. 

Roue e. 

Good aorning, air. 

Bow are JOU? 

Deoeaber 10 , 1940 
12 109 p • • • 

Firat rate, thanks. I hope J OU are. 

I' • aliYe - that's eoaething. 

You bad a good preee. 

Didn't I? 

Yee, eir. 

Del ighted. Rouee , it J Ou bad the exolue.1Ye 
pr.1Y.1lege ot putting a coupon on tb.ie 5-Jear, 
what woul d JOU do? 

On a 5-Je&r. 

Well , I'll put 1t another wa7 . It JOU bad to 
wri'e the ticket oa thle note, how would JOU 
write U? 

I'd write a one 7ear, one quarter. 

Well, I'• taking that priY1lege awAJ troa J OU. 

Yef7 well. 

Bello. 

'fee, eir. 
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R: 

H. M.Jr : 

R: 

R.M. Jr : 

R: 

H. H. J r : 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

B.M. Jr: 

R: 
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(Laughs). 

Now .. ... 
N~, I thi~ tbe7 kno~ 'here I etand on that. 

All r ight. Well, that privilege is withdrawn. 

That's wi thdrawn. 

It'a getting down t o between three-quarters 
and eeven-eighte. 

ZG 

Yeah. Well, this ie the situation, Mr. SeoretarJ. 
We interviewed the aarkete ot t he three biggeet 
note boldere aaong the banke, and the GuarantJ, 
Discount Corporation, Sol oaon Brothers, and 
Devine and with the exception ot Chrie Devine 
pereonallJ, the advioe we got troa eaoh ot 
tboee people wae that it fOU were going to 
tive 1•are, tbe7 thought the eeven-e1gbte 
coupon would be advieable. In eoae caeee tbe7 
thought it aight be a little r1ob and the1 all 
agreed that a 4i fear, three-quarter would 
meet the eituation. 

Yeah. 

We here in ti&uring the thing oaloulatl that 
a )/4~ ooupon tor tin 11ar1 e.bould be worth 
abovt 6o 1n the .. rket aDd I think we ' re 1n 
aooord with Jour people there. 

Tbat 'e right. 

On the other band that worke out about )/4 ' 1 
preaiua. 

Yeah. 

On the other hand the open date on June aak1ng 
4i 1eare works out to a ran1s at the h1gbett 
11eld, 59, on the eue bae1e ot t1aur1ng wh1oh 
1e a pNalua of )0/}21141 wh1ob pi'Obabl7 1e not 
exo•••1ve. The ran&• we've oaloulated waa troa 
2:Y)2D«e to )0/32nde and U 1e a "" - an 
1nnovaUon, 1t 1e 41tt1oult to oaloulate and 
determine bow avea we11bt '-X exemption oarriet. 
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H.M.Jr: 

R: 

H. M. Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 
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But when you get all waahed up, would you reel 
f airly oontident it I made it 3/4' s. 

'Xea, eir , I a111. 

'Xou're f airly contident. 

'Xes, air. The general opinion waa t ha t i t 
would aell a t l east at 70 and i t would be 
aubecribed and eo111e ot them ranged down t o 
65. 

0. K. 

Right, air . 

Thank you. 

Not at all. 
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H.M.Jr: 

R: 

H. M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr : 

R: 

- 3 -

But when you get all waahed up, would you teel 
tairly oontident it I made it J/4 'e. 

Yee, air , I am. 

You're f air ly confident. 

Yea , air. The general opini on wae that it 
would eell at least at 70 and it would be 
subscribed and eoms ot them ranged down to 
65. 

0. K. 

R1ght, eir. 

Thank you. 

Not at all. 

r ., -· 
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Bell: 

V.urphy : 

Bell: 

Hndley: 

!·>urohy : 

Bell : 

l{urphy : 

- 7 -

He 1a at 70 . 

Sevonty would me~n 8/J2nde premium. 

Yea. That would be an 8/32nde tremium but it 
would go . 

ThAt is ndding a h1Sher r~te than the full taxes. 

•.tell, there ie thia right, you knov, too. 
l:r. Hadley and I don 1 t e'lt eye t o eye on that. 

Yes, there ie t he quection or rights. UhP.t I 
mean, 1s thAt you I>.Dve go t t hie note iesue 1n a 
opectnl categor y, national def ense, which ie 
su~poeed to be cet out of taxes. In other vorde, 
i t is ~upposed to be p41d out in cseh at t he end 
or f)we yePr8. Heretororp , they have Pesu~ed 
thAt t hey voulc! be refunded en<\ thert> vouJ.~ be 
~ right value and they are ~oneidering up t here 
tha t t here would be no r ight velue to this, vhloh 
I don ' t think is very praottcal because I think 
t here ~•111 be a r ight vslue at the end . 

So do I. Th~ rea~on tor the ~1fterence be t ween 
HPdley ' a stfltement ~>.nd oune is t hAt ue bave added 
f ive basic points for the eup~oeed impairment 1n 
right value cs e result of the idea th~t these 
eeourities are eooething s pecial. 

(Telephone convereat1on 111th Mr. Devine follo1ta) 

• . . 
'· • • . ... . ~ 

" .. " 

• 
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H.M.Jr: 

Operator: 

H.M.Jrl 

c. J. 
Devine: 

H.M.Jr: 

D: 

H.M.Jr: 

D: 

H. M.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr: 

D: 

R.M.Jr: 

D: 

H. M. Jr: 

D: 

H.M.Jr: 

Hello. 

Mr. Devine. 

Hello. 

December 10, 1940 
12:13 p.m. 

Hello, Mr. Secretary. How are you? 

Flne. How' e your golf? 

Pretty good. 

Only pretty good. 

That's all. It'e never good beoauee I never 
play well. 

I aee. What are you reco111111ending today? 

Well, I think a 3/4, 5-year 11 the thing unleee 
you want to aell eomethlng ehorter and you oan 
eell anything ehorter you like. 

No, I'd like t o be ln that looallty. You think 
the 3/4'e ie all right? 

I think that 3/4'e it plenty. 

Will it go over wi th the bank? 

It will - I'll underwrite it. I'd underwrite 
it at 4i and figure I'm going to aake 3/ S'• to 
l/4. 

You are. 

Ae a matter or tact with aome protection and 
time to work on lt, I'd underwrite it at J/8'e. 

I see. 

Now, I don't think that t or a 5-year note they 
ehould get anythin& worth any more than 1/2. 

No. 

• 
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H.M.Jr: 

D: 

H.M.Jr : 

D: 

H.M.Jr: 

D: 

H. M.Jr: 

D: 

H. M. Jr: 

D: 

H. M. J r : 

D: 

H. M.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr: 
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It aight eYeD vorl!. up to 5/11' • i n preaiua, 
but a 7/ ll'a - I Juat oan't aea a 7/ll'a not 
unleaa JOU want it t o go 101 and l/4. 

No, that'd be unfortunat e. 

I tbin.lt J/4'• ia the top. I aean, it JOU wanted 
to be atingr, J OU oould •••n ah&Ye that. B7 
ibat I aean 70u oould put a preaiua on thea. 

Yeah. There'• no bad newa in t he otting that I 
know ot . Mr. Hitler haa a ade a epeech. 

Well, be aade a apeaoh, but I don't tbin.lt 
aDJbOdJ pa)'a an7 attention to bi.a an7 ao~e . 

Well • •••• 

I'd like to - what I'd like to do 1a quU 
thia buaine .. and get a Job working t or the 
Oo•ernaent. 

Are JOu aerioue' 

Yeah, I'd like it. I aean 1t - I'a aerioua. 

Bow aer1oua are JOU' 

Well, prett7 aerioua. 

Well , when )'ou 'r• daan aerioua l et •• know. 

All right, beoauae it'a not- there ' • no 
oolor to it &nJ aore. I aean, ~·· no 
exoiteaent . 

Wall , when J OU aean buainaaa l et •• know. 

All right, I'll do that. You'll probabl7 
bear troa •• - I'• no t Joking. I'•• bad thia 
bug now t or a ooupla ot aontba. 

What'• thaU 

I'n bad thla buS i n a)' head now tor a oouple 
ot aontba. 

Wall, when )'OU know what JOU want to do, &1•• 
•• a rinc. 

co 
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D: 

H. II. Jr: 

D: 

R.JC.Jr: 

D: 

H.M. Jr: 

D: 

- '-
All r1pt. I 111 be 11&4 to. 

A(l4 I'• not - I aean, I 14 111r.e t o e1 t 4on 
an4 talk 1t oYer. 

Ob, I 14 like t o so to wort for tbell 8114 4o 
eoaetblnc tor the uke of o14 DeMorao,.. 

0. I. 

R1ab.t, e1r. 

All r1rat. 

Goo4-b:re. 

.. 

• 

. . 
• 
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Xlon: 

Bell: 

H. M.Jr: 

Bell : 

H. H.Jr: 

Bell: 

H.X.Jr: 

Be ll: 

H. ~! .Jr: 

Boll : 

H. M.Jr: 

Haas: 

H. !~.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

1!. M.Jr: 

- g -

Ie he the fellow that lost all that weight and 
that worke on A farm all the timet 

Yes. 

We could do lote woree. He made evecy penny of 
h1s money h1meelt . 

He wae a plunger. He eubeoribed tor 20 million 
bonds and didn't have a oent in the bank. He 
would sell them before they issued it. 

Well, is everybody set? 

What 18 it? 

You tell me. 

Three quarters , five year. 

Sold to the American neople not the American 
Tobacco Company. ( Laughter) That is a good line. 

One qufletion. 

Make a note of it. 

They will have to buy it with your publicity on the 
slacker bueineee. 

George, I had that back in mJ head, too. ( Laughter) 

One q~estion. Shall th1a be an immediate releaae 
or tomorrow morning? It can be done both waJ•• 

Oh, I t h ink tomorrow morning. 

All right. 

It you want me to e1gn enJtbing, I am available 
arouod two o'clock. 

Not before tta.Dt 

Well, I oan 11CD tor you at one. 
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Bell : 

H.lCJr: 

&ell: 

H.M.Jr: 

Bell: 

IL J~.Jr: 

Bell : 

H. !I..Jr: 

Bdl: 

H.II..Jr: 

• 

- 9 -

About five minutes or ten minutes to one? 

Yes. 

Do you me:.- have I got a luncheon date? 

Yes. 

Yes , but that doesn't make any difference. I t 
t~ with the British. 

Is that so? Whioh end or the British? 

I don't know which end he is. 

Leave it with Kilby here a t one o'clock. 

I want to go over it , and I may not hAve it until 
a quarter to one. 

I von 1t be ready before one. 

• • 

• 

33 
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H,M.Jr: 

Henr1 L. 
8t1aeon: 

B.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M,Jr: 

8: 

H.M.Jr: 

81 

B.M.Jr: 

8: 

B.M.Jr: 

Hello, 

R•n1'7· 

•l·lo, BarrJ. 

Deoeaber 10, 1940 
12:20 p.a, 

I'• YtrJ anx1oue not to have &nJ poeelblt 
tllp-up wlth JOU and I'•• been golng oYer 
tblt aaaln wlth Marehall and wlth Palaer, who 
lt aore f .. lllar wltb the deta1le, and before 
70U oould poeeiblJ have co .. ltted 70UJ'ttlf on 
aoaeth1ng I want to ta7 that wbile the atateaent 
that I quoted Marehall on wbloh be aade to •• 
thle aornlng at to all of the fao111t1ee be1oa 
needed for our own foroe it - (pauee) - ie-
ae to the bulk of it le true, it aaJ be - I 
find there lt 41ft1ouH7 in about 50 aillione. 

I tee. 

I Jutt wanted JOU to have that in alnd and 
not to pled&• Joureelf unequivooallJ on that 
until I tee 70u again. 

!hank 70u. I'll be good until I aee 7ou. 

About 50 aillion aight haYt t o be paid b7 
the Britllh. 

I tee. 

HoweYer, it waa d1aouaaed with La7ton before 
he went awa7 I .. told and be aaw no d1ffloult7 
1n 1t. 

R1aht. Well, I'll hold ever7thlnc until 
):00 o' oloolt. 

All rlpt. 

!baDk 70U, 

·. 

v 
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December 10, 1940 
3:00 p.m. 

35 

RE BRt 'l'I SH PURCHASINn P!lOnRAM 

Present: 

v:hite : 

H.!l.Jr: 

Bell: 

Jones: 

Mr. Jones 
l.!r. Stimson 
!.lr . l'orrestal 
Mr . I~J:rsol 
~'r . l' er 

- !lr . l~elles 
l'r . 1:'eis 
Mr. Bell 
l!r, Ste...-srt 
:fr , Cochran 
l'r, Patterson 
!.lr . ~1c Cloy 
r.eneral l!arshall 
Mr . White 
Mr. Knud sen 
Mrs, Klotz 

Secretary Jones, a good many of those comments , 
(Referring to blackboard chart ent i tled, "Foreign 
Exchange Assets ~ickly Avai lable To U. K. For 
Dollar Expenditures . " ), are really quotat i ons from 
the British. EAch one of those i tems needs some 
explanation. 

VIe thought we would put it on a blackboar d and 
then we wouldn' t be embarrassed if anybody asked 
for a copy of it . I s that all right? If anybody 
wants a copy, they can have the bl~ckboard . 

In the end we are go\~ to erase i t . 

What do you mean by capital assistance? 

• 
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\''bi te: 

Jones: 

i\'hi te: 

H.'!.Jr: 

- 2 -

That is the amount which they are called upon 
to contribute toward the expansion of plants, 
et cetera, that is necessary. 

Seven hundred and nine million? 

That is on that program, yes . Six hundred 
ninety-nine on the so-called "X" Program and 
then t here was 10 million on one of the other . 

"'e in the Treasury have been meeting twice with 
Sir Frederick Phillips, who is over here with 
this information. V'e met last night again. My 
attitude has been thi s, that i f they would, as 
I ~ut it, lay al l of thei r cards on the t able 
and l et us know what all of their assets are 
and have complete trust in President Roosevelt 
and the American Congress , I felt sure t hat they 
' tould get fair treatment . In the secrecy I have 
in t his room, I want to say that so far I don' t 
feel that they have been tr eating us that way, 
and it has been very difficult t o get all of thi s 
information; and I t old them that t am not 
constitutionally fitted to try to pick her e and 
pick there anc get the last pi ece, and they have 
juat got to get themselves in the mental frame 
of mind that, "Here is our all, now what are you 
going to do, " and I am not sure that when we 
pr esent these figures to you that we have a 
comolete picture. I don't get the feeling that 
Phillips 1s going the whole way, I said I felt 
sure that if he aid - I don't know ho~ the rest 

36' 

of you feel - t hat the attitude would be, "'!.'ell, 
Y.orgenthau has gone too far , • rather than, 
"Morgenthau hasn' t gone far enough and why doesn't 
he get this, what about these Canadian securities, 
what about the South African gol d mines , what 
about· their securities and oil down in TriniQ,.d?" 
EVerybody will think of something that they !hve 
got that they haven't laid on the table, so we 
made a lot of headway when•e started last night 
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Stimson : 

ll . l/.. Jr: 

Stimson: 

l3cll: 

H.\! . Jr: 

- 3 -

with the December 7 orders that they wanted 
to place, plus what they have on hand. I t 
amounted to a little over 5 bi llion dollars , 
and t hey claimed they had about 600 million 
dollars to nay for i t . We raised them about 
t wo billion dollars before the night was over. 
I don' t think it is the way they should treat 
us . Vvben I say they, Mr. Hull let me see in 
t he stri ctest confidence a memorandum from 

37 

Hr . Churchill to the Presi dent , and certainly 
J.lr . Churchill' s memorandum is only the - the 
attitude is eYnressed the way I hoped the t they 
wouln feel , so maybe in Phillins we have somebody 
that I don't think i s speakin~ for the ~overnment; 
but in Vr . Churchill' s memorancum, certainly no 
one could ask for a more frank statement, and if 
I don ' t get the cooueration f rom Ur. Phi llips , 
then I will have to ask ~r . Hull to ask ~lr . Churchill 
to send somebody over here who can speak for them; 
but with that introduction I would like Mr . Bell 
and Mr . '/,'hi te to r evi. ew what we know. We are 
certainly telling ever~~hin~ that we have got 
as of today. 

Is it poss ible that the re ticence on his part ~y 
be caused by fear of leeks, so to speak, t o t heir 
enemies" 

They didn ' t mention it . I am afraid it is just 
Br iti sh Treasury. Uaybe ell Treasuries are like 
that , I don' t know. 

I mean the uicture is a nretty somber one, I 
wonder whether that might not be it . 

I have a f eeling, Y~ . Secretary, t hat t hat attitude 
is POing to change. 

'''ell , we certainly worked herd last night , and the 
other thing which we ere also doing 

, 
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Stimson: 

Bell: 

H.M.Jr: 

'l'hi te: 

l[,M.Jr : 

. Bell: 

H.M. Jr: 

- 4 -

Is going to change or is not going to change? 

Is ?.Oing to change . I think the other two 
members feel very strongly that they should lay 
their cards on the table . 

Rut they haven't yet. 

They did a little better this morning. 

Now, the other uicture which we cannot reuort on 
is, I asked 1/r . · l;.elles whether he would h11ve 
llr . Clark, the second man i n the Clli!adian 
Treasury, come down her~ and he is here. After 

38 

all, wh11t we are trying to reuor t to the President 
and you gentlemen is , one , the orders that England 
has in United States, Canada, South America, their 
net position, and the orders that Canada has with . 
Engl110d and with United States ; and to our amazement, 
we find that v~ . Clark, who everybody r ecogniEes 
as a very able citizen, tells us up until three 
weeks ago he had no statistical secti on, absolutely 
has no idea of what the orders are which have been 
placed , and will use me aa the club to get them, 
but he said if he knows 1~ of the order s which 
are placed, he thinks he is lucky. Is that about 
ri ght, Dan" 

That is about right • 

And he said up until three weeks ago the Canadi an 
Treasury had no stati stical or resear ch section . 
He is in complete symnathy wi th what we want . 
We didn't have to argue with him, but he just 
hasn't rot anythiDR• But he is going to use me 
as the bad fellow and he says he is goine to get 
it, but he has gdt to start froa scr atch; and tney 
had their troubles with England , ao I 1111 trylllg 
to keep Clark and Phillips apart as much as I 
can, but it i s perfectly ~azing , the lack of 
information the Canadian Treasury has. S, 
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Pell: 

R.M.Jr: 

1\'hlte : 

H . '~ . Jr : 

''.'hi te: 

H.!I.Jr: 

11.'htte: 

H.II.Jr: 

l~'hite : 

H.M,Jr: 

39 

- 5 -

comparison, we are good . At least, we know 
what we don' t have, 

Well, now, who is ~oing to do this , Bell9 

I think Harry should . 

O.K., Harry, stand up. Talk loud . 

Do you want to go over each item or do you want 
to merely answer quest\onsQ 

Why don 't you summari?.e the position and then 
answer any questions? 

The t otal eroenditures 

Talk louder. 

The total expenditures which the U. K. and the 
sterling area are called upon to make in the 
next nine months are 3 billion 844 million dollars , 
That is their gross --

May I interrupt you? They choose SeptembeP 1 as 
their battle year, so t o speak. Thei r yea.r ends 
September l. 

And that f igure of 3 billion 844 million includes, 
as indicated, the remainder on orders already 
placedA the orders which are contemplated and 
the •x Progr am which is cont emplated. I just 
learned in coming here that Mr. Young has sa.. 
additional information Which he has Just received 
in response to the Secretary's inquiry of addi t ional 
orders which, I take it were not mentioned in 
either of the meetings here and were not anilable 
until a taw minutes ago, and he will have those 
details . Be can give them either now or later. 

Again may I i nterrupt . Last night I told them that 

• 
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Whi te: 

Youn"': 

White: 

H.J.!.Jr: 

Forrestal: 

\'1hl te: 

H.M.Jr : 

White : 

- 6 -

we all were siek and tired of just completing 
one program and the ink wasn't dr1 before they 
would come in with another one, and that this 

40 

job that we had to do was very, very diffieult 
and please tell us everything that they might 
want to buy so that we would.n' t have to do this -
go through this ago!IT any more than once, and 
think up everything. It would be much better 
to be on the high side than to be on the low side, 

What was the total of that , Phil , r oughly? 

The total of that, Harry, of these additional 
orders which they expect to nlace before September 
of '41, which for the moat uart are repeat orders 
for items already in pr oduc t ion, planes , ordnance 
and munitions , totaled rou~hly around 3 billion 
dollars or a little over. 

That is 3 billion additional dollars which are 
not includ ed i n this table at all, which are to 
be plaeed before September 1, 1941 . 

So you see , I &m no sooner half way through it -
thought I had learned my lesson - than they come 
through with another two. 

What is that other item, B, 2? 

That is payments to Canada and to Newfoundland 
as the same kind of a debt as their payments to 
the United States . They have to pay them in 
gold on any balance due . 

1~ . Knudsen aska the question, taking the 3 billion 
that Philip just t hrows out like t hat, what does 
it bring the total ordera on hand plus the 
Deeember 7 - how mueh would that make the total 
orders'~ 

It aakea the deficit - -
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tlo, the orders, Mr. Knudsen Tlants t o know. 

It v.ould be 3 billion added to 5 million 440. 

No, the total of 2745, Harry. The payments to 
he made on order s cont emplated and alr eady placed . 

Thnt is 5 billion 7, not countin7- this item of 
709 mi l lion for canital ass\stance. 

It w~uld probably be another 600 million of 
canital assistance to these reneat orders, on 
thi s extra 3 bi llion. 

!hat will be a bi llion and a half capital assistance 
nlus 5 hill ion. seven . 

Row lon, a t i me wil l they spend that in, in this 
country" 

They hope to spend par t of it before September, 
' 41. 

They hope to spend all of this that is down here 
before September, '41" 

We only talk about the 2 bi llion 7. 

Doesn' t it confuse t o add in that 3 bill ion which 
is not on the paper and which we don ' t know any­
thi ng about? 

I merel y mentioned it as havin" 
the futu r e expenditures . It is 
table . \\'e will just mention it 
for the moment . 

I agree wi t h that . 

t hat in mind for 
not on this 
and forget l.t 

Now, to meet this 3 billion 644 million expenditure 
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which is due by September 1, they will have 
an i ncrease , as indicated here , of one billion 
166 million, which means that they have a 
deficit bebleen nov: and Seotember 1 of two billlon 
678 million; and of that two billion 678 million, 
465 will ~o to Canada . The remai ncer is due to 
t he Uni ted States . But, inasmuch as they maintain 
they must oay these funds in ~old , they are added 
to that to get t his total . 

They haven't been naid in f Old, have they, Harrv? 

Yes , they have, in nart . They have an arrangement 
with the Canadian ~overnment that the ranadi an 
~overnment will accent , or has reoatriated, about 
130 mi llion doll ars of securi t i es every six months . 
That, oresumably, is the e1tcnt t o ?rhich Canada 
has arranRed assi stance for the next six months , 
ann they think for the ensuinR si x months, and 
that is included her e . Canadian ~ssistance to U.K. 
'.'.hat this means , is that r. anada has taken back some 
of her securities . Now, the question - 2.678 is 
the nefici t uo to September 1. There are payment s 
due on these orders ~hich will fall after September 1. 
They could not i ndicate that by quarters . Some may 
stretch as much as a year and a half. That amounts 
to 2. 7 if there is i ncluded in that , as I take it 
there should be, this 709 million, which they expect 
to nay on caoital expansion, so that they wi ll have 
a deficit of 2,6 b¥ Seotember 1, and they will , 
have a gross def lc1t of 2, 7. The reason it is 
~ross deficit is because t here would be some i ncome 
after September 1, some current i~come. It will not 
be very great , but there will be s ome. 

Won't it be relatively the same as those fi gures 
U'D abon ? 

Almost the same . They mi~ht estimate it at a 
lit t le bit l ess than that. It may amount to aa 
much as a billion dollars for the ensuin~year, 
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but it is likely to be less . 

The basis of this - is thi s information brought 
by them or information derived from your research? 

No , the information - they furnished us, their 
Financ ial Attache , British Embassy here, furnishes 
us with this monthly, and then Phillips brought 
over material and this is largely, I would say, 
materlal furnished to us by the Bri t ish Treasury. 

This is the British stat ement? 

Am I right? 

Yes. These are uractically all figures which -
some of them we had estimates of, but we modified 
our estimates in the li~ht of their own and this 
informat ion is informat1on which they have anproved 
and agreed on. In fact, there is some doubt in 
our mind . Some of the estimates might be a little 
bit larger, but we ulayed safe and took theirs . 
Now, that is all the information there is on this 
unle ss you want to turn from this to what are thei r 
assets which they ant icipate meetin[ this deficit 
with, 2.6, duri~ the next nine months . Do you 
want to turn to those assets now? 

~oes anybody want to ask any questions first? 
Dr. Feis? 

No sir, i t 'seems very clear to me . 

Jones? 

I doubt , 1{r. Secretary, whether we ought to reall;y 
include that 465, deficit of the sterling area 
wi~ Canada. They can go into debt with Canada 
just as easy as the;y can go into debt with us. 

We re.ised that question last night, and I think 

• 
• 
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that be first stated that they could not 
liquidate their Canadian securities any faster 
to Canada than the rate at Which they have been 
so doin~, which they claimed limited the extent 
of the assistance by Canada. The Secretary 
raised the point that suoposing it were found 
possible to liquidate them at a more rapid rate, 
would they be willing to permit them to be used 
at once , They said yes. Now, they have, as 
we wi ll see, according t o their estimates , 465 
million so that it 11·ould - that could be used -
some of i t could be used for that puroose. We 
will come to that when we specify their assets. 

Now, that 5 billion 4, that will be their total 
deficit" 

Well , it is their deficit up to September, 1941, 
plus additional payment which they will have to 
make on orders granted before September. 

Those are supposed to be deficits too, that 
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second i tem, isn ' t it? That is not gross payments, 
balances" 

No, that is a gross defici t, From this , there is 
only one i tem to be deducted, though there may 
be some items to be added on future orders . The 
items t o be deducted will be their net receipts 
on cu.rrent operations monthly after September 1. 

Vr, Knudsen wants t o ask you something. 

How can you have a deficit of 5 billion and total 
commitments of 3 billion 8? 

W~ll, this 3 billion 8 does not include the items 
which are due after September 1, 1941. 

The orders are already placed? 

Yea. You will notice under each item - for examole, 
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let us take 1. This is sums to be paid by 
September 1, one bi llion dollar s , but there 
are 206 million which will be due later than 
Sentember 1. On this item there will be 608 
million. On . this i tem there ~ill be a billion 
due . And t hen there is the capi tal item of 
709 million . 

Five billion 3, as I remember it , isn' t i t, 
.Harr~" 

The orders? 

Yes . 

It must be. 

It would be 

Five bilHon 5. 

Five billi on 5 . 

The order is already nlaced, and this or ogram 
that Layton was talking about , that is, the 
order t s placed and included in these payments . 
That will be 5 billion 5. 
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Then Phi llips has added 3 bil l ion more , that is 8" 

That · ts right . 

This is a statement of t hei r forei~n exchange 
assets ~hich are quickly avai lable to U. K. for 
dollar exnenditures. ( referring t o blackboaPd chart . ) 
There is some comment necessary on each one, and 
t he comment ia theirs, exoept where I indicate 
to the contrary. Gold held by U. K. is 460 million 
dollars . U. K. official balances, 124. 

Those figures are not on the other map? 

• 
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No. These are their assets . They have got 
a current deficit and this is what they can 
make part ?f it up with, dip into their assets . 
These two 1tems together make 584 million. The 
statement that the British made several months 
a~~;o to us , Mr. Phillips stated t hat t hese would 
not he available to meet requirements, because 
they regarded it as their minimum necessary to 
conduct business ana for their monetary reserves . 
Yesterda~· , hor.ever , his statement was di fferent. 
In the evenin2 he s tated that they were usin6 
these balances now . They bad gone below the 
600 million. And that they would continue t o 
di~ into them in the next two or three months . 
In fact , if cash was not forthcominu f rom other 
sources - he didn ' t i ndicate which ~ources - they 
would use this up to meet the requirements falling 
due on their current account. 

And they would"be exhausted within three months . 

That i s right. But he stated that they felt they 
shoul dn't --

~id be say three months? 

He wanted to put it a l ittle closer, he wanted t o 
say two months, but we thought it would be t hree. 

Now, this item of U. K. private balances, I put it 
in green because they have not included it among 
their assets . The,- do not han ftgures on th&t 
and they are getting them. The,- s&y t hat these 
pr ivate balances consist of funds which the,- have 
authorized and funds in transit and are no higher 
than &re needed t o meet the requi rements of their 
business and financial houses. Some are insurance 
oompan,- assets which are kept against liabilities, 
et cet era. · Their figure , they estimat ed, is not 
as high as this . We hallpen to have &ccurate 
figures on what purports to be British balances. 
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·,:e may find l ater lhat some that 'Ire re l'orted as 
~ritish bal~ces may not belon~ to the Rritish 
hut may have been sent throu!'h Enzlan<) and so 
1~e e; ., goin~ to comnare our fi~>ures ?,i th theirs. 
Rut they fee l that the~e bnlances are not l\vailable 
for li ouidati nr, nayment s becnus e they are needed 
r;v business . 

~he next item, Amer l cP.n Securities Held bv U. K, 
in the · r t erns are readily rn, rketable . Th~tt i s 
CG l m' l lion, anr they stat e they are liqui=atin~ 
them as rari~ly as the market c~ re's~nably ~ 
absorb t hem. 

~here is enoth~r cateror;v of whst they call other 
securit i es , oolhr sec'Jr it ies and onti onel 
dollar securities rhich they state are not easily 
m!\rketable . They don't kM"' low lom~ it would 
take them to ~et rid of them nt that ~rice or 
whether thev co11ld ret thnt nrice . '!'hose are 
140 ~! llion~ They h1ve - t hA next item ia fi rect 
and Other Investments . Now, there we do not know 
how much there is . They are ~ettin~ - making 
inqui ry on th!lt and dll ntteml't to sunnly us 
with some fifures on that bas is hut they fee l f rom 
nreliminary tnvest i~Ation ann from thei r knowled~e 
that their fi;ure r.Hl be substantis.lly l or.er t han 
this . Th:.s includes, T think, as v:e oointe., out 
last time, thei r ci rect holdin~s or rlants ~nd 
real estate , t rust funds . 

The ne~t item is U. K. Tnv~stmPnt~ In i.~nada , 
and he re is where "e come, Herbert , t o the idea 
you snoke of. They have Canadian securities of 
427 mi llion, '!'hey already are allov:in!' for 260 
~llli on of that to be returned duri~ the ne xt 
12 months . If t hese were utili zed at once , 
t hat v:ould leave them with a difference which they 
coulil an-ly either to their CR1!adian ourchases 
or 

My tholl!1ht, Harry, us not in the realm of 
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statisticians . It was in the realm of policy 
ann it was to the effect that if we can extend 
credit t o them, why Canada should also be able 
to extend credit to them. I mean apart from 
what l:anadi11n securities they have. I just 
exnressed t hat by the side. 

That view was nresenteo t o them several times 
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in many connections . Their answer to that 
stlltement was that C~~nada is virtnally an 
tnoe~endent ~OVPrnment and they are in no nosit ion 
to state what they coul~ or could not do in Canada . 

N0?/1 there are tr.o other i terns in Canada which 
they hone to get informat i on on and which they 
have no information on, none at all now. One is 
the i r Canad ian sterlin~ securities and their 
direct investments in Canada . So I put quest ion 
m11rks . Our estim11tes , v:hic h are only t entative , 
thou~h we have gone in~o the matter rather deenly, 
nlaces these three categories , investments in 
Canada, Canadian securit ies and sterling, at 
about 2 billion . I am sure they would think that 
is hi~h, but they are going to let us know on the 
other two items . 

Harry, where are di r ect investments in the United 
States'> 

That is the item of a billion which I had not put 
here because they were ~oing to give us information 
as to ~hat was available and they stated that in 
some cases the marketability i s much i n doubt . 
In other cases , to separate the narticular concerns 
from the Bri t ish parent company would reduce the 
val ue of t he concern. In other cases, there ar e 
i nsurance companies against which there are dol l ar 
l iabili ties which they would have to take account 
of and so we have no figure that we mi!!:ht put 
ther e, but I am quite sure that it will be less 
than a billion. 

• • 
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Their estimate is much less than a billion, 
Harry. 

Yes , much less than a billion . 

The next item, Gold Reserves of the Allies . 
That is i n Netherlands , Rel~ium, Poland, 
Czechosl ovakia, et cetera. Those held in the 
Pritish Empire are 520 million dollars. Their 
statement with respect to that is that up to 
date they have reen able to arran~e with some 
of those Allies and they mentionee Bel7ium for 
a short term loan from 60 to 90 days , a rart of 
those assets . That is the sole statement t hey 
wouli! cake ni th resnect to that nortton . 

Now, th~t held in United States, 568 mi llion 
~ollars , and there is nothinz more that could 
be said on that . It i!oesn ' t anply to the other 
oorti on. Why ne segregate them is merely that 
they might see fit to do certain thin$s with 
this 520 million, but doesn 't follow that we 
coul~ no i t with the amount that was left with 
us . 
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French r.old in Canada and U. K. They broke 
that up into two parts, because part of it had 
been denosited with the Bank of England and was 
therefore subject to U. K. nolicy. That is 280 
million, altbou~h most of it was shipped to Canada 
to be held for the Bank of England . It can be 
controlled by the policy of U. K. Three hundred 
seventy million of the Fr ench ~old was shioped 
di rect to Canada and therefore they maintain it 
is subject to CRnadian laws and Canadian ~olicy . 
They wouldn't make any written statement about 
that , t hough they stAted orally - l'erl e, ;vou 
can check me on this - tbs t they thought they 
might be able to make arrangements to borrow 
the French gold orovided they felt that they 
could return it after the war, soon after the 
war. 
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That ~tves us a total of a billion 8 of assets 
accordin~ to their fi gures , plus some other 
items which are either of doubtful availability 
or on whi ch the informati on is not yet complete . 
The whole table does not include the numerous 
other asse t s that we spoke of . For example , 
thei r investments in Latin America. Now, they 
went a little into that, if you care to go into 
i t . Their i nves tments in Latin America, British 
Emnire i nvestments in the rest of the world, gold 
and doll ar assets held by t hei r allies and by 
other - is 275 million , a~proximately, held by 
India, a little l ess than that held by South 
Africa, about 125 held by Canada, et cetera, but 
whether or not they could use those assets, 
they stated, denended upon the ~overnments of 
the dominions affected . 

Well, ~~:entlemen, the re is the picture as best as 
we can get it as of today . The nrobl em that we 
are immediately faced with is this order which was 
nresented on, I th ink, December 7, at least the 
financial nart of it , t o me , and I believe t hat 
the ~ar Denartment was ~oin~ to report today what 
t heir att itude would be as to the placin~ of this 
order, irres~ective of the f inanci al aspect, as 
it would affect national defense , and I wondered 
i f 1'r . Stim.son wanted to --

I would like t o have General Marshall give t he 
exact figures . I haven't had a chance to consult 
him since I saw you this morn ing. 

Shall I read this , llr. Secretary? 

Vlould you please? 

"The following comments with respect to the 
new airnlane program and United States type 
ordnance urogr am of the British Purchasing 
Commissi on, are submi tted . 
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'' :ew Ai rnlane Program. The 12, 000 ai rcraft 
l i sted under thi s ~ro~ram would all be of value 
in the defense of the - llnited " tates i f the 
l\ritish resista.'lce should collanse and would be 
su fficient to equin a~~roximately 60 groups of 
our Ai r Corns , totalin~ approximRtely 200, 000 
men. 
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"Ifni tea States '!'yt>e Ordnance t:rogram. 'f·he 
eouinment included under itema 4 and B --" I am 
referr in,. t o that na!'er -- "would t'rovide ordnance 
enu'~ment for an army of aoproximately 250, 000 
men, and t he tanks and tank ~uns listed in item 
C would eauio aonroximatel y three of O'lr armored 
divisions , totalinv a~oroximately 50,( 00 men. 
This ~rog ram would thus rro\i de ordna..'lce eouinment 
for arnroximatel y SO , 000 men in additi on to the 
current .. ar De~artment equipment nrogram for 
two mi llion men • . , I will reread that last sentence . 
"Thi s pro~~:ram woul tl thus r rovi oe ordnance enuinment 
for annroximately 300, 000 men in addit i on to the 
current War Drrartmcn t e<Juinment orop:r a.m for two 
mi l lion ~en . This tot \ l force of 2, 300, 000 men is 
reo•1i red for the defense of the Hn\ted States in 
t he event that British re sistance in the current 
war should colla~se . I t should be noted that in 
addition to this equinment , add i tional i tems of 
"uarterma.ster, S!~nal , Chemical, '.~edical , and 
Envineer eo•Jil:nnent would be requir ed to C()mnlete 
requisite equ; pment for an army of 10 di vi sion3 , " 

I mi7ht say the Fr i t ish have not gone into that 
oetai l. "This addi t i onal equipment 17ould cost 
a~nroximately 130 million. Accurate estimates 
of the number of men in our tyne organizat ions, 
who could be equi ooed under the Br itish program, 
cou1a not be made until the Br i tish ~rogra.m is sub­
mi ttea i n comul ete form . To date there have been 
three dif ferent lists of equ\ rment transmi tted to 
representat ives of the WAr Denar tment as being 
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the Sri tish "B ·• pr op:ram. 

"Ammunition anc Ammunition Comoonents. Additional 
oroductive caoacity must be created to meet the 
British "B" pro~ram requir ements for this class --" 
that is ammuni t i on and ammunition comoonents --
''for this class of materiel by Anril 1, 1942, if 
the productive capacity n?w being utilized or bei np, 
created to meet our tv1o m1llion man tl rogram is not 
diverted to the British. The addi tional produc ti ve 
capacity to meet the Briti sh "B'' program is l ess 
thRn the additional capaci ty which v.ill be required 
to maint a in a force of f our mill ion men on a combat 
stat us , f.hlch is the 11'ar Department ' s full objective. " 

Now, there is another paragraoh, but before reading 
that I ~ant to res~e what I have already covered. 
The airplane progr~rn for 12, 000 aircraft, the Bri t i sh 
"A" and "P" Pro~~;ram, ann the "C'' Program, so far 
as it pertains to that 10 Divis ions of equipment, 
the tanks , the ammunition and ammuni t ion component 
obese of the nrog;ram, the Br i tish "B" Progr am, are 
all y,ithin our requirements of t he \~ar Department 
full pro~ram . In other words, i f the British 
should collapse, we have use for it all . 

Now, "Or cnance Eouinment Other t han Ammunition . 
The produc tive capacity requi red t o meet by Apr i l 1, 
1942, the British "B" Program for certain items, 
that is , sm.all arms, for examnle , either now exi sts 
or is being created as a result of the :\'ar De'tlartment ' s 
present procurement program. " I 11'tll reread that. 
"The nroauctive capac ity reouired t o meet by Aori l 1, 
1942, the British ''B" Prop:ram for cer tain items , 
that is , small arms, either no" exists or is bel~ 
created as & result of the '.'iar Denartment ' s present 
orocurement orogram. The or oduction of other 
i tems, that is , 37 mm. p:un tubes in the Br itish 
"B" Program, by the item speci fied , Aor i l 1, 1942, 
will r equire the creation of add i tional productive 
capacity oTer and above that now being created for 
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our tr:o million man m·Jni t ion3 proRrlllD. 
bcHcations ar e that r.ha t few exceotions 1.hich 
the~ h~ve not beer. abl e to determine yet , this 
additional nroduc tive cenactty will not be 
requi red to meet t he full 'Yar Deoar tment objective 
of a sufficien~ rroducti ve canacity to maintai n 
four mi l lion men on a combat status . 
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''It now an'Oears nucstionable that the new additional 
nroducti ve C'l."aclty required can te created by 
a suff icien•ly early o~te to comnlete the Pritish 
"P," nro"r am requi r ements by the time S"ecified i.n 
the ~ro~ram . In other words , with the excention 
of the rroductive ca~acity reouired to nroduce 
cer tnin t~es of ordnance other than ~~unition 
and a"t-uni tton comnonent s , in their ''B '' nrorrram, 
such as s~all arms , such as 37 mm. ~un tubes, 
nece33 i tatc3 the creation o~ R~ditionqJ facilities 
which wi 11 not be requi r ed to mee t the full .. ar 
l:'enart:'l!ent ol-,iective of fflur million. " ':'he 
other i terns ar e v.ell wi t hi n our r r ogram. 

l!or. much T-ill those cost in money, the th:ngs that 
you don' t T'eed " 

The~· hA ven ' t been able to ar rive at a fivure of 
sufficient accuracy for ~~ to state . That phase, 
the ammunition ann ammunition com~onents , t he 
ordnance equ i.nment an-' other ammunition, that 
came f r om the off ice of the Assl s tant Secretary, 
anc they hart just ~ot•en the thinr roiled do~n 
to that noint , but t ~ere ar e so many time factor s 
i nvolved ns te> 1·.hether you ncecl the r-r ocluctive 
ca,acitv or v.he ther you oon' t need the nr oductive 
caraci t r that they hadn' t yet come to a fixed 
conclus1on in t he mat t er . 

Ynu v:o•J ldn' t want to make e guess~ 

oossibly Ju!~e Patterson can. 

''ell, my !1'1JCSS comes f rom your of f\ ce!'s . With 
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that reservat ion, they said that fiuure for 
immediate requi rements , to be placed immediately for 
cash exnendi tures , of 57 mi lli ons, but they also 
pointed out that that required more money than 
that for orders , that you can't place your orders 
for physical canacity in the back. You have got 
to nut some orders in there and probably around 
30! of their program would have t o be put up at 
once or at least at the same time as your nhysical 
canacity requirements . 

iiell, do I under stand that the Secretary of ;·.ar 
and his associates - do I understand from this 
statement that they feel that from the standpoint 
of our own national defense , with the exception 
of a few of these i tems, that i t would be useful 
to have this order ,pl aced here? 

•.•.'ell , I would like to ask this --

Yes . 

I una erstand so. 

The answer is yes? 

That i s clear on the ammuni t ion, isn't it? 

That is clear on the ammunition. 

No doubt about that . 

Let me ask another question. Knowing the - as 
much about their f inanci al si tuation now as you -
you know as much as I do. Do you feel that some 
way can be worked out that some of this , that 
which takes t he lon~est to manufacture and that 
which possibly the United States Army mi~ht 
consider they need the most themselves, t hat some 
of that could be nlaced ; or would you rather wait 
for the whole program, the whole question, to 
be settled" 
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There has been such a chan~e since this morning. 
So far as I can tell, it would b~ within the 
nower of the Fritish as they felt wis~ to immediately 
nrovide for the amount of fac i lities that do not 
come wi thin our own needs. 

I don' t think I have got you qui t e clear. I wonder 
if r.eneral Mnrshall doesn ' t want to listen to 
this" 

General" 

Yes, sir. 

v:e have had such limited opnortuni ties for con­
ferences. I want to be sure I am right . I got 
the impression in m:t talk "i tb you this morning 
that - and also from the more detailed estimate 
which Y~ . McCloy had got t en up during my absence, 
that the - speaking now of fac ilities , that the 
facilities which would be requi red by t he British 
for their program as they have been enumerated , 
would enough of them be useful to United States 
so as to leave only a comparatively small unusable 
balance to be nald by them. That was estimated 
by w~ . ~cCloy in his estimate made from consul­
tation with the Ordnance and the others , to be 
about 57 million, and I believe that was stated 
to Sir Walter Layton when he was here , and he 
said that he thought that was all right . 

Now, has anything occurred s ince then to alter 
that imnression? 

No, sir. 

That is confined, of course, to the •s· Program 
anc only that 10 Divisions program. There are 
other requi rements under this photostatic sheet 
here . That is the one we had at the last meeting. 
For example, there is that - under 1-B of that 
photostatic copy that we had at the last meeting, 
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ammunition, bombs , radio and speci al equipment 
for those planes , I have no knowled~e as to where 
that is coming from or how it fits 1n. 

There is a ouestion there - you mean whether we 
have usability for that~ 

Yes, whether the ca~acity element i s there . I 
don't know anythinv about that, and I assume that 
there is a hundred and 23 mill i on, r-eneral, a 
hundred and 20 million for t he Quartermaster and 
Signal Corps which isn' t i ncl uded at al l in thi s 
sheet, somethinv for which we would reou.ire no 
capaci ty whatever. I sn't that right? -

I thi nk, in the rough, t hat is the case . 

Let me put~ question .--

Undoubtedly t hat order is going to come to us 
before they get through. 

Yes . 

56 

Let me put ~ question this way. There are two 
things that I can see that you can say. "Well, 
we have got to consider tbis thing as a whole, 
and no more orders should be ~ermitted to be 
placed until the Administration has a policy on 
the whole thi~,· or, "There are certa:n things 
here where fac1lities are needed that the Army 
is ready to go ahead with the help of the RFC 
and Mr. Jones;"I don't know which comes first , 
Mr. Jones and the RFC, and creating those facilitiee 
and En~land yayin~ for those where the Army says 
that t ney have no immediate need. 

Now, how do you feel ~ut that~ I mean, do you 
want to do t his thing ecemeal or do you think 
the whole thinv ought o be decided as a whole 
proar am? I mean, ho! does the Arl1q feel? 
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Of course , the Armf itself ia not the polic7 
making power. 

Well, the Wsr Department --

5 ? 

Well , I mean it is hardl7 within the polic7 making 
power of the Army to com~ute, aa a matter of policy, 
what chances we can take wi th the British, but 
you can see by the way that General llarshall has 
computed it t hat wi thin our limited s~here , i t 
would have to be --

It would have to be done piecemeal , wouldn' t i t? 

I am confident t hat we can' t meet the "B" Pr ogram 
unless we start immediately. There is no quest ion 
about that . We have got to begin putting bricks 
together right away. 

That is what you said a week ago. 

That is right. 

And you also said that you would ooae in today 
and sa)' which par ts of this "A" Program had to be 
started at once, 

I think we have got i n r ough, an eatiaate of those 
tlgure•• fhere waa a little co.plication this 
.or.llg as to what our capacit7 was on these ordnance 
t teu, but I figure , and I tig1!1'ed the last two 
.-etings, in order t o get tha •s• Program going __! 
with some l!pJ)e of oompletinl! it, 1 t would take r 
357 fillion dollar a. 

for pl ants? • 
Jo, that is i ncludinf the ordera that ere necessary 
to get the thing mov ng swell . For plants, I 
would certainly get a hundr ed million dollars for 
.-unl.tion. Now, we han also, according to the 

• 
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figures that I have got, required 57 million 
in addition for ordnance. Those figures are 
all subject to a little more checking, but not 
very much more. 

Well, ;you have got to do them again for me. You 
have ~ot them in your bead, but I haven't. Do 
;you want to stat e them again~ 

I will stat e arain what we need in the way of 
capacity and what we need in the way of orders. 
According to the informat ion that 1 got from 
th~ ordnance ~eople this last week, we need 
57 million for ordnance items as distingui shed 
from ammunition. 

Now, are ;you talking orders or nlant capacity~ 

Plant facilities , first. 

You didn 't say that. 

I am sorry. "A", faci lities, 57 million plus 
a hundred million for ammunit ion, a hundred and 
57 million . 

For facilities" 

For faeili ties . 

New? 

That ls right, new, 

The hll!ldred million is justified for ow own 
needs , 

That is right , • 
• 

And the ~7 million la not. • 

• 
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All right . 

1>/ol'l then, in order t o make those orders mean 
some thinp, , you have ~ot to give some orders for the 
items , the uroducts , and our guess at that i s that 
l t vmulo be aronnil <!00 mi 11 i. on ~oll!\r s . T may be 
wrong. I just assumed that ~ecause I understand 
30~ is what the usual advance nayment is . 

Lot me just ~o this far . Of the fac i lities that 
• oulc be necessary to he created , the J.l"mY feels 
that they can use a hundred million of them hut 
57 million of thPm ~ould have to be --

'"hat is ri?ht . 

No~ you talk about orders to be nlaced, 200 million . 
No11 , do rou break that dorm? He.s the Army a use 
for the whole 200 or only a nart of them? 

No, you e.re mistaken . Those are Er itish, The 
200 millions are tu1vancc orders for goods . 

I understand , but they are comi~ out - part 
of it will come out of that 57 mlllion fac ilit ies . 

No . 

\'.ell, it is the facllitles that - those that we 
are going t o create, whether they are ordnance or 
ammunition, have to have some orde~to keen them 
going. In order to nut the "B" Program through 
you have to nlace those order s , smd I say about 
30% of the entire 600 million ought to be placed 
r ight away. 

You haven't made it clear to me . The ammunition 
which is going to flow out of the hundred mil lion 
faci l ities, you say you can use all of it? 

\'.'e were talkin~ about facilities. The ammunition 

• 
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is goi~ to go to the British. 

No , t:eneral Marshall made the statement here 
that if EnF,land went under , that be could use 

He Ylas talking facilities. 

No , no, he wasn 't , not if I understand English. 
He is here. Row about it , General? 

'.'.'hat I said lias that of the JMteriel involved i n 
the Pritish 10 Division Program - stayinP' vlith 
the ordnance and letting the olanes ~o . Of the 
eouioment , materiel , of ordnance, for arming 
aooroximatcl~ 250, COO men , vrhich is that of 
the " A" and B'' sections of the Br i tish nrogram, 
of the tanks and tank guns listed in item "C" , 
which would equtn anoroximetely 50,000 men, or 
a total of 300, 000 men, that that is w~ll wi thin 
our fi~ure of our full objective and that we 
would have a use for that materiel in the event 
r.reat Br i tain collaosed. 

Sure. 

60 

''•e are tryinl! t o make a sharp divi sion behreen the 
munitions themselves and the facilities requi red 
to create them. As I understand from the Gpneral's 

estimate, which has come to me just i n this meeting , 
of the equipment , oract ically all of it we can use. 

Yes , sir. The trouble is, the comnli cation is, in 

order to make the date soecifl ed by the Briti sh, 
we have to create facilities which later we would 
not requi re for our full '.'lar t'epartment program. 

From this 57 million? 

Yes , sir. 

Let~ put i t & little bit different . If Engl&nd 
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question, the ~roducts comin~ from these thin~s , 
and as to that , our answer is yes . 

Yes , but then the question comes - I mean , we are 
talkin~ about - we look a t the whole picture or 
a very Jrnall part of it . Should Y:e combine neonle 
here renresentina - { mean , State , ·:.ar , Navy, 
Co~~erce , National Defen se, and Treasurv, should 
YJe take the resl'onsibili ty ann say, "'l.'ell , you 
can i!o this much of It ~tn!l H ni 11 wait until the 
President comes back and then lay the rest of the 
~rovram befor e him and see .,;ha t he r.ants to do, " 
or should '1\'e say 1 "" e 1'1\11 hold U'C' the whole thinV 
until he comes back. " 

Do you want to say somethinc for the State 
Denartment , Sumner~ 

I think at this sta~e there is very little for me 
to say for the State Cenartment , Henry. It is 
tremencously helnful to us and very use!'ul t o us 
to kno\~ exactly hov: thiG is being 1\0r ked out , but 
I think at this stage until some general agreement 
has been r eached by the financial agenci es of the 
r.overmnent as to the llOlicy that should be followed , 
there is very little that the State Department can 
say that would be helnfu l . 

Henry, I think it is fair to say this , that the 
di fficulty is the oract i cal one of waiting for 
the President . If we have to wait , it busts the 
"8" t>rogram. 

\' ell, somebody - I am wilHn~~; to say, talkin~ 
for rr~self , based on what the Pres ident gave me 
in writine , that after havin~ listened to you 
gentlemen todalf, I am willin~ to assume one fifth 
of the resnons1bility. There are five depart­
ment s here, and I am wlllinp to take my share 
of the resnonstbility to go ahead with the 
157 million uart of the fac i lities nr ovided 

• 
• 
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put 57 million dollars into this pot and the 
United States Government put up the other 200 --

Three hundred. 

Put up another hundred 

For ammunition facilities~ 

62 

Faci lities, so that when we got through we had 
additional pl ants of 157 million. Now, the 
question I want to ask somebody connected with 
the war Department, that the uroduction of these 
157 million dollars worth of facilities , if England 
either couldn't pay for them or had no use for 
them, can somebod1 f r om the Vlar [)epartment go up 
and swear their l1fe away before Congress and say, 
"We have a use for them"? 

No . If I understand t he r.eneral' s answer, he would 
r isk his life on the 100 million, but he wouldn ' t 
risk his life on the 57 millton. 

He is talking about supplies now? 

I am talkin~ about supplies now. I am talking 
about the production. 

The answer is yes, sir. 

Now, let me just go OTer it so Mr. Stimson and 
I are together . We haTe got to build here some 
f actories. Of these factories , a hundred million 
dollar s is going to be supplied by some agency 
ot the 0. S, Government . The other 57 million 
are going to be supplied b7 the British! so when 
we fat through, we have 157 million dol ara of 
add ti onal fac toriea. 

All of i t plants, not goods , not liiUDitions, but 
just plants . 

• 

I 
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That i s right . 

Then my answer stands. That i s the way I under­
stand it . 

63 

Patterson: Then he went on with something more. 

IU!.Jr: 

liar shall: 

McCloy: 

H.ll.Jr: 

llarshall : 

H.V.Jr : 

Marshall : 

H.M.Jr: 

Then I go on. Now, Y~here I am going on, either 
these plant s, combined plant s - now, for my 
purnose , they are plants , there are no parti t ions ­
seYer al orders for "X" hundr ed of millions of 
dollars, and for one r eason or another, England 
can ' t take and I understand General !larshall says 
t hat if England i s faced with a situatio.n either 
because she is licked or she i s br oke, he is 
r eady to t ake t hat canaci t y. 

Within the t ime limi ts. 

That is the point , the t ime limi ts. 

The production, the goods . 

The comnl i cation of the whole plot i s the time 
el ement: 

I understand. Are you and I together? 

There may be one shadow of f.bt in ., Iliad as 
t o 70ur understanding. If at Bri tain eollap11d 
after we made this in•estme i we would then ha?e 
57 mi llion dollars worth of p ant for which we 
would not ha•e a need for that production. 

But England has paid for it. 

L!arshall: England has naid for it . Now, the paradoxic&! 
• · part of it is t hat the production f rom those 

plants we can use , -tut we would not ·-

Jones t Fift7·aeYen million~ 
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Fifty-seven, but we wouldn' t want to cont inue 
to use it. We would have an over pr oduction 
of plants and we wouldn't want to carry our own 
plants on to fur ther nroduction. . 

64 

However, the orders , Mr. Secretary, would of 
course have t o be placed by the Briti sh for those 
units, supply units, car t r idges , guns , so on. 
Is that clear? 

Yes and no, because what the President told me was, 
i n this little note ~hich he wrote which I showed 
you, that he wanted the Uni ted 3tates Government 
or some agency of the United States Government to 
place t he orders and then as the oroduction f lows 
from these plants , they would be sold on a oer 
unit basis to En$land. Now, that is what he said. 
Now, .maybe that 1s impossible . 

The output of the 57 million and the 100 million 
too. The Army can' t sell them. It obviously 
can't ~o into the munitions business for other 
countnes. 

Well , the same thing could be accomplished if we 
permitted Englani! t o place these orders with the 
157 million dollars worth of plants. 

Yes. ~e can take them OYer in case - we can take 
the orders over, but, of course , we c111't tro'rlde 
them with funds , I mean the Army can't. 

We are talkiOG of two di fferent thi ngs . We ar e 
talking of the capacity to place orders whi ch 
the President ' s proposi t ion raised, and which, 
aa we told you at the last meeting, we can not 
do unt i l authorized by Congress. 

I under stand, 

But Gener al Mar shall answered the question as to 
whether we could use , which is a wholly different 
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that the P.l'f. \':ill Tl!'Ov ide t he moner for t he 
hundr ed . 

!.lay I ~ay somrtr.in<" , '.'r•, ;~cretar;vn 

65 

I took the r esT'Onsi.Hltty more t han two v. eeks 
a"'o of tellin~ tayt C'n that •·e ;·.o11l ~ ooo ahead 
r·i th thP ''E' 1' 1'0"'1'1\1!' 1 snl iccl to the reservet ' ons 
rt>~ne i n my letter . Xo1 , that I think v:e can do. 
I made it clear to the " rltish the tir.:e oroporiUil 
':'1'!.5 s•lbjec• to all of these conti,n;-encies , and he 
~•s ~illinr •c ro it . he acceT'ted the letter . 

"ell, ar e you still .,illin?, knor.in,. the finMcid 
"i c tu r e" 

You mean no11 , s i nee these thin"s have l:een brou~>h t 
un on the tlackboar n" 

Tf v;e get the money , v.e can 1"0 ri,.ht ahead • 

.. ell, 1 am sur e that ~nrhnr can ln;v dov.n 57 mi.ll ion 
dollars . 

tt is 257 million doll~rs t hat has to be laid down 
~y so~etody, and I think it has to be r.reat Pr itain, 
tecause T dnn 't see how we can l ay it do\-.n , 

E~~ ro ~ou mean 250n 

I mean you have to get or der s . 

No~: , v.ai t a minute, 57 million facili ties f r om 
:=ntr land, a hum' r ed mi llion dollar s f r om t he .. vc 

For ammuni tion fac i l itie s ana 200 million for 
orders on top of that . 

l,"ell , they are ntrfectly wlllinr. , if we l e t them, 
t o or de r 200 million . 
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The menufacturers wlll say they have to have 
credit. 

They have to have an earnest payment or they 
won't get the manufacturers working. 

That is 50 million. They want 25~ dovm, don't 
they" 

No, they v.·ant 3~. That is the figur e that 
covers the produc ts . 

Ob, a thi rd, 200 million . Then they have got to 
out un 257 million --

That is r ight . \' e have to put up another buncr ed 
million, 

Somewhere from our Government , a hundred million. 

And I talked to Mr. Jones about that, and he 
thought be might be able to do that, 

That hundred milli on is good for us , for our use? 

Then it i s up t o the English, are t hey willing 
to out up 250 million, and we out up somewhere 
around a hundred million. 

That is right. I don' t knor. that figure , we 
are just throwing th11t f igure out . 

Well, 250 plus or minus, right" 

It is more nearly rlua. 

Th~t would just wipe out this , because without 
the bi llion dollar pr ogram1 which presumably they 
will only have to pay 57 million, plus the down 
order, they have a billion six deftcit. Without 
that billion, if you add that 157 million, they 

66 
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will have a deficit by September 1, according 
to this estimate, which will approximately equal 
the total of this (referring t o blackboard chart) 
so they will still have the assets of this column 
to draw from. 

Say that again, Harry. 

If they are not called upon to pay more on that 
sueci.al •x• ur ogram, than the 57 million dollar 
plant exuansi on, plus the 200 million dollar 
advance ueyment on order on that "B" pr ogram, 
they wi ll have a deficit at the end of Seutember 
which will auproximately be the same as thei r 
total assets which ar e listed in this column. 

In other words, they will use up the billion 8? 

They will use it uractically all up . 

And still have the green~ 

And still have the green and still have to pay 
for such merchandise on the "B" Program and that 

•they will be ready for delivery before September. 
How much that will be I don't know. 

Well, Jesse, do you want to say a piece on the 
whole nic ture and then your own particular 
responsibility'> 

You see, here is the situation. If we should go on 
with. the British under these terms , letting them 
pay these advance payments , and they should bust 
next September, why, there would be in process 
arms and &llllllUJli tion which would be ext r e11ely valuable 
to us , par t of which have been paid for , one third 
down, we will say. The payment on t he balance 
of two thirds we should have to get authorit{ 
fr om Congress to pa~ for , But as the situat on would 
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then exist, I , for one , am perfect ly willing 
to take the chance on Con~ress if the Bri tish 
are beaten at t hat time bein~ damn ~lad t o 
authori ze us to pay the other 600 million to 
r,et t hose ~oons . t believe that answers that . 

Th~t helus . 

Have I said anythin~ that ~ou would cri t i ci ze , 
~eneral Mar shall, because 1f you do, say it out 
quickly. 

68 

I wanted to nut one more !'Oint forward. '.'.'e have 
been talking- about the usabi l i ty of thi s material 
and this pro due ti ve capacity by the ·.:ar Department . 
That is one side of i t . There i s the other side 
of it, which is of more immediat e i mcortance to 
us and that is the t ime factor , because every 
week we delay in get ting this started means a 
greater embarrassment for us next summer, because 
the Bri tish are counting on getting deliveries 
from us on materiel of ours that i s already under 
manufactur e for del i very next summer in order t o 
get their 10 Divis ion Program goin~ . Every week 
we delay, delays that material just that much. 
They ~o ahead snd organize their men, thei r f i rs t 
tra in1n~ nucleus in Sertember . They have t o have 
the materi el for that force. Ve have to yive it 
t o them and t hat means that we have to rob the 
develorment of our present one million 400,000 
army ~y just that much, an~ i t grows increasingly 
di fficult with every r.eek; so the time f actor 
on the other s ide of thP fence i s of vital 
importance to the \''ar Denar tment right now. Each 
delay i n this nuts us in a jam next summer, v;i th 
the British pressure to get material to us to 
give up material which has already been manufactured 
wi th money apur opriated by Congress, and denying 
the modernization of thls equipment, so time is an 
imoortant factor • 
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At 4:30 I am supnosed to see Nayor LaGuardia. 
I don't want to stop thi s meet i ng. Mayor 
La~uardia , as Chairman of this commit tee, wouldn't 
he h11ve a right to sit in thi.a meeting" 

Chairman of what comml ttee? 

Joint Canadi an - -

Yes . Would he or !'"onl it he not , amon,.st ourselves, 
or had we better not . 

o. 

O.K. 

Now, do you ( Jones ) ,,ant t o talk on the whole 
nr~gram and then on your segment of it ? 

I will be glad to. I think the sooner we get 
to the Con~re s s ional Commi ttee , the better , on 
the whole program. The RFC is t n a nosition t o 
do the plant business on request of the War and 
N11.~ Department and Defense Counci 1. We don't 
feeL that we are author i?ed to build plants for 
the Br itish. l':e can't have any dealings "i. th the 
British about the orders they are going t o place . 
Somebody ha s got to nlace the orders and they have 
got to "!)lace them wi t b somebody . ·.~no they are 
roin~ t o nlace t hem with i s the noint that comes 
to us . 'i,ho are they ~oing t o ord.er ~he ma~eriala 
f rom when we build t he pl ant s . ~.e nll bu1ld the 
plants for request of t he Var Denartment . 

The only oeople they can olace orders with is 
with the manufacturers. We can't nlace orders 
with manufacturers for them. I.e haven't any more 
ri~ht than you have , 

?te haven't any money, ei ther , fr om Congress . 

I reaUze that . 
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Of course , i t is interesting. The simple t hing 
is for you to ask Congress 'or the authorizati on 
for the ''B' Program. 

We feel , judgin(l' from the two months that have 
just pas sed sinoe this thing was f i rst brought, 
t hat the Br itish who are the only people who can 
make these orders are not going to make them 
in t ime to secure the comnle t ion of them at the 
time which we have been talkin~ about. The only 
way that, nracticallT, we think it can be done 
would be for us to g1ve the orders , but we can' t 
give the orders legally. 

Can you gi ve any nar t of them~ 

No. 

They have spent thei r funds . 

'.\by couldn 't t he Brit ish give the orders , 
Mr. Secretary? 

I didn ' t say they couldn 't, I said they wouldn't, 

Oh. Really? 

V'ell, they haven't as yet. 

They snent two months on it. 
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Let me put up t his t hing f or somebody to knock 
down. WhJ - I mean, nrovl.ded that everybody wanted 
to do it, •h7 couldn' t- how much does this "B" 
Program cos t? 

Six hundred million. 

For the orders? 

Yes , roughly. 
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You are only talkinr, about nroducts, noYr, 
aren't you~ Six hundred million for products? 

I am talking about products . 

That is exclusive of plants. 
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Seven hundred thirty-two, includin~ l}uartermaster. 

t'o you call it. the "B · ?rogr run" 

Yes . ! he P.ritish t hemselves co not inclure other 
than ordnance items in that nrogram. They are 
voi~ to have to have other than ordnance items . 

Seven hundred thirty- tM . ,. ell , sunposi~ I say 
in order to meet this date line , the pattern worked 
out in connection y;ith the Continental engine ••here 
the factory was financed by the RFC on certificati on 
f rom the War Department of the fac il t ties , that 
they were necessary, wtth this exception, that 
instead of - that what it amounts to, one third of 
these facilities are ~oing to be paid for by the 
British because the •:·ar Denartment doesn't think 
it v.ise to certify for the v.hole of them, and 
then the orders for the nroduct to be nlaced with 
t he srecific manufacturers by the Bri tish. I don 't 
see why this is so ~ifferent from the Continent al 
Y.otors . 

Let 's take the ordnance items as distinguished 
from aremunition for a moment. They can start 
nutting their orders in r ight now. If they have 
a hundr ed million dollars, let them start their 
orders out . For the ammuni tion, 1 unnerstood, 
!.lr. Jones, t he other day when we had a talk, you 
v.ere ready t o put up the money to the Defense Plant 
Cornoration to build the capacity necessary for 
the anmunition and you are reldy to take a chance 
on those nlants vetttn; orders. You thought that 
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Dlants and - ammunition plants in this day and 
age were a good risk. You didn ' t insist UDon 
having an order go ln at the t i me you out your 
money up for the plant . 
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That is the responsibili ty of the W8 r Department • 

Mayor !.aGuardla will be back Monday, Tuesday, or 
Wednesday. 

I told him that you (Jones) want ed to sneak 
with hi :n. 

Is he at the office no~~ 

Not in your office, i n his own office , some office 
here. 

Doe3 he want to tal k to me? 

No, unless you want to talk to him. 

I will be p:l!\d to talk to hi m when he 
to Uew York, or I will be glad to see 
or Tuesday, at his choi ce. 

gets hAck 
him !Aonday 

Are you familiar with that contract? 

Continental Dlan? I have seen a cony just 
recently. · 

Coulnn't that formula be used in this case9 

Perhaps it can be used in some situat ions . I 
don ' t think it is necessary to use that title . 
I think the only thing we need to do is to get 
Mr. Jones, on proper certi fication of the War 
Department, to give the money to the War Department , 
to the Defense Plant Corporation, to build these 
loading plants , the ammunition facilities . That 
is all we need to worry about , ammuni tion facilities . 
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\'/ill they be in the hands of private companies? 

The Defense Plant Corporation will no doubt hi re 
DuPont or somebody to build that plant for them. 

1~nd you, Mr. McCl oy ls sneakinr, about plants . 

I am willing. 

No~ then, in addition to that, orders have to be 
nlaced for the ordnance i t ems r ight away. There 
is some capacity now that has to be used , but ~e 
have got to go ahead on that. These fi ve millimeter 
puns , it takes a lonr time to get t hem. If they 
start nutting in orders no~ , they can be~in to make 
some of them. l n addi t ion, they have got to buil d 
57 million dollars worth of plant facil ities for 
other items. 

Would you have t o make a down Payment on the 
guns" 

Yes . 

~~y can't the contractor borrow some money from 
Mr. Jones? 

The contractor --

If be ~ould , be could, couldn' • he? 

He would owe it then. He wants money down. 

We are having a great deal of difficulty getting 
them to borrow money from llr . Jones . 

1 doubt if they would want to become responsible 
for the money, and I doubt it we would have the 
r ight to make the loan for British requi rements. 
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I think the program i s so big and so important 
t hat you ought to outline it; and if we can get 
an agreement among ourselves , each join in the 
responsibility as to what we are trying to do, 
then the sooner you get to Congress the better. 
I would firs t out it up to the President for 
his O.K. , whi ch you can do by wire; and if he 
says 0 . K., we can start building t he plants and 
all that sort of business ; but you have got to go 
to Congress about all thls H lc2Jihood of their 
ranting t o get ammunition or - on credit or 
something of that kind . No•·, whether you can 
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do that - •e miujht do enough wi th nresent authori ty 
to get us past anuary 1. Then it has got to be 
r ight in the lap of Con~ress , I think. 

How can v.e go ahead? Isn' t it J{r. Phillips' 
fin~er that starts the machinery goine? I mean, 
the Rr i tish have got t o make the orders . 

'Nell, that --

But we can' t ~o abean on order s for the Bri t i sh 
wi thout a def1nite commitment on their part that 
they will make t he orders . I mean --

If it was left j ust to me --

1 make the exceotion, except on the fac i lities 
for the ammunition, that is a different thing, 
but for the ~oo. ds themselves , I don't see how 
anybody can take the phce of t he Br itish. It i8 
their responsibility. 

EVen on the fac i lities they have got to take the 
initiative . No contractor is going t o come in to 
Mr. Jones without orders from anyboay and say, 
"Build me a dant ." They won't do it . 

Bob, I was thinki~ of the single exceotion of 
the powder facilitl es . V:e would take the chance 
of that. 
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\'/e r1ould build our own powder plant. 

There is only 57 million dollars involved . 
You have got the money and that is that . 

Anything we can do to get it moving. 

It is in your {Secretary's ) bends and Phillips'. 

I will explain it to you as soon as Knudsen is 
through. 
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cr . StL~son, if I rcm«tber correctly in your 
schedules that you sent over , the ~ximuc delay 
on the United States at that time "as betT1een 
three or four uonths . Thnt has since been in­
creased by two months , because it is tl\·o r.;onths 
since v1e started; so that ins tead of having tnree 
months ' delay, you are goine to have four to six 
months . 

Exactly, al ready. 

ThLt is what you were talking about. 

That is my concern about thi s. 

Who represents the boi!y that - Layton was, nhen 
he ';'tas talking r.i th l:le. 

The British ?urchasing ~ssion, and I don't - who 
is tile actine head of it, Philip? 

\'!eir is te.kin~,; most of the responsibility while 
Purvis is away. 

Wei r . 

1.'/ell, isn' t Phillips--

No,. he has nothing to do 11i th it. 
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This is t he r.ny I see t he thinr,, gentlemen. '..e 
can do one of t110 things . \", e can either say 
tonight that everybody feels perfectly comfort­
able about going ahead with t ltis thing, this 
part of t his program, we feel we have the author-
1 ty and everythin~ is all right - now, I use the 
r.ord "comfortabl e - or we can take the position 
that nith t his informati on which we have here 
that ought n't to go any further until Congress 
is given the same infomation . Nov1, if Con~;ress 
i s Gi ven the same i nformation it looks to ue as 
tJ.ou.;;h the pro;re:n vto,uld be sooething like this, 
and I haven' t had a chance to talk with anybody 
in the rooo. I have just been thin~ing as I sat 
here . ·:.e r;ould go ahead and these orders 11ould 
be placed and the Enclish 1·.ill put do•.n the money 
just the y;ay 01e have been talking and continue 
to nay for it as long as either they continue to 
fig&t and win or as lonG as the mone:r lasts, but 
t o protect t he Alnoricr.n manufacturer 1·;e ou: ht to 
cot the authori ty f rom Concrress that when either 
the Snr.li sh run out oi' money Ol' they lose, t he 
\'iar Deilart:nen t would be authori zed by Con&ress 
to pick up these orders and to pay f or them, or 
if the Rnc-lish run out of money, that the ·;:ar 
Departoent woul d be authorized to pay for these 
ana bive th~ the orders. Either on the basis 
t hat r.e pick them up and use them ourselves, or 
that when the Znglish he.ve satisfied Congress and 
t:r. Roosevelt and his associates that we ;;ill pay 
for these orders and give the stuff t o lngl and. 

I nonl dn' t climb the. t hill ye l. I 1\'oul d do it 
all except to give it to theo. 

\':ell , how are ;rou ~;oin& to cross it , Jesse, that 
they are goi ng to place an addition~l several 
billion dollars worth of orders, e.nn we knor; they 
haven' t got the money to pay for it? 

All right , t hen I woul d ask Cons ress - lay the 
matter before--
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Until r1e get that strai&htened out . That will 
keep theJ:~ busy for a ;;bile . 

77 

Yes, but you and I know that they hnven ' t got the 
money. They have ~ot enou-h money to oay fo r the 
orders they have aYready p!aced, haven1t they? 

Yes . They have got 357 million they can spend 
here . 

They have got enouGh for that and also for the 
257 . 

J.nd you will have to undeMTrite the balance • 

I 11on ' t undel'\Tr lte it . 

The War Depnrbent. 

J:o , I mean Congress has to undeM7rite it . That 
is what I am tryinG t o say . I have no authority . 
I mean Congress ht.s t o underwrite it, so that 
these tl1inGs that they are doinb to the Amer ican 
manufacturer, \ 'te have ~ot to say it is all ri:;ht 
because Congr ess says 1f the British can't pay 
for them or loses the war, Congress 11ill author­
ize the l'lar Department to take t hem and either 
&i ve the!:! to England or to teke them for our­
selves . 

\loll, to take thett. Cut out that ~i vine; business. 
Authorize Congress to take t hat cat erial. Climb 
that next hill when you get to it. 

\'/ell, I figure nhlle we were goine we .might as 
well IJUtko i t, but that is all right, I am amenable 
to listen. 

May I say a ~ord a minute? 

Please, 

You see, the situation so f ar as r:e are concerned 
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has entirely chan&ed since I began these negot in­
tions with Sir \.'alter Layton . \ihen I negot i ated 
with him I negoti ated without any suggestion hav­
ing yet been raised that they coul dn't pay. 

V.'ell, you have got to thank Brother Lothian f or 
that . 

All ri~ht . I was deali ng with a solvent man on 
the other side and now a si tuation comes up v:here 
you brin& in thi s question of the sol vency of the 
British Governoent to pay, and I say that I , as 
representative of the War Department, and the 
\'lar Department itself has no e uthority under the 
law to cross the bridge anci I cion ' t see t:,..ay any­
body has, even you, except Congress . 

\'/ell , I haven • t claimed it at any ti:ne . 

I know you haven • t , but that is why I 
approaching the t ime when we have got 
Congress . 

I think we certainl y are . 

f eel v•e are 
to go t o 

You mean before they even place the so-called 
"B" pro;;ram? 

Yes, sure . 

\.ell nor:, let's- -

No, no. 

I mean yes, I mean yes . 

Then the "B" program is out the window. 

This - the "B" program has t his element t hat has 
come into i t , in this room here. That is that 
the British don' t seam to be able to pay f or the 
do~yments • 
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No, I t hink they can . 

\'.by cion ' t they place t he ordera1 then , Henry, 
that is what I can't get througn my head. 
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I rtill tell you why they don't place the order. 
Because in the letter that :.il· . Stimson wrote to 
llr . Layton, he says as far o.s the financial part 
is concerned, he washes his hnnds of it . Then 
Layton--

No, he didn •t. Pardon me . He said so far as 
the fin~cing o~ the capi tal expenditur es is con­
cerned, ne coulan't say anythin~ about that. He 
bad to r efer that to the Treasury . 

\':ell--

But they could begin placing orders . 
place orders t o a substantial ext ent 
wanted to . 

They could 
t ocisy if they 

\':ell, now, wait a minute . 1Jr . Stimson bas said 
here, if I understand him correctly, and in his 
memorandum vihicb I haven't got, lr .. t v:hich rte can 
get very easily, or at least he left the impres­
sion that the other deparbnents Ylere concerned, 
and I thought he very carefUlly - and he has told 
me so - that as f ar as the financing of the matter 
was concerned that he very carefully steered away 
from that. 

The only thing that I considered that we had to I 
do with wo.s to answer t he question which you have 
been putting to us in this room, namely, if that 
program should be proceeded with and if the Bri tish 
should break donn, would the r esults be necessary 
or useful to the defense of the United States, 
and that we have answered. 

Yes. 

But when tl1o months pass and the solvent party 
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lTith lThon roe have negotiated holds back from 
makina the initial payment that he alone can oake 
and d~en, instead of that, he sends some one here 
to show that he is goin~ to face a deficit next 
September before the th1ng is over, the situation 
rapidly approaches a. different situation. 

But we woulO. have had ample time to consider this 
if Lothian hadn't thrown his announcement - placed 
a date on the day when he said that England was 
r eachi ng t he end of its financial resources . Now, 
nobody asked him. ~. Roosevelt very carefully 
r efused to di scuss t hat wi t h anybodJ. I had a 
veri explicit unders tandin r.ith hiD that \7e 
r;ere not to raise t he ques~ion yet . ;·.e woul d have 
had amol e t~e . Phillips could have cone over 
here quietly and nobody" ,·.oul d have been particu­
larly excited about his cominz, and we could have 
discussed this thing over a period of weeks, but 
whatever the day vras, around December 1 or some­
thins like that , Lothian has to say that on that 
parhcular date England says that they don ' t have 
any more money. 

r;or:, I am not trying to throl'l any monkey wrenches 
in, but I am trying to sho\7 to you that the first 
person that has to start this chain of events, 
and to do it at once, is the buyer . 

\iell, as far as I knor. they are ready to place 
this order. 

They aren' t as hard up and strapped right today 
that they can't put the money down to start the 
whell going. 

1 don 't know that t hey wouldn't be able to, but 
frankly I have been stalling them off and told 
them so until r1e bed a chance to examine t he 
Whole picutre. I havo made no bones about it . 
I an responsible for stalling them. I think I 
should have stalled t hem. 

Isn ' t it clear that whan the1 brou&ht up t he 
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pro: ram there was no ques tion of their solvency? 
All they v.'8IIted wc.s leave of the Defense Comis­
sion and the Arr:.y to buy some stuff . 

And get it at a 9ertain time . 

81 

Buy so:ae stuff as soon as possible . That r equired 
no l egislation that I know of from Congress of c.ny 
kind . I t supposed an abili t y to pay . And then 
the thin& cones in--

i.bich everybody assumed . 

Then the thin!; comes in, "',','ell, r:e can't r>a:J . " 
That doesn' t mc~n they c~n ' t pay f or the ~irst 
installoents o.r.d start l~e orders tiOing, but it 
~eans t hat ultimately, next spring or sonethin&, 
they are ~;oin; to bo hard up and can ' t pe.y. 'i'hE. t, 
of course, does require some action by Congress. 

\'!ell, now, t:r . Jones r:an ts to say so;lethin2: . 

I v;ould like to offer a suggestion for considera­
tion and try to make it simple . Let's see if l7e 
can agree and join in this recommendation, tha t 
i f t ile British are prepareC. to lay C.o1m 57 nillion 
dollars for plants--

And 200 million--

And 200 lilillion for the do>m payment on 600 million 
dollars worth of orders, the RFC, on proper request, 
r:ill furnish a hundred million dollars for the 
r>lants and that 11ould get us started. V. e could do 
that . V.e could recommend that to t he President . 
1'/c could go forward on that nnd t hen you have got 
some time ~o go to Congress for the balance. 
What i s IVI'ong with that? 

Nothing . 

Can we agree on that? 
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If t he 17ar Department will say now that t hey will 
give you the proper certif icate . 

82 

Oh, yes, there is no questi on about that, General, 
is there, a hundred million dollars? 

No . 

Then it seems to me that we can go fran there end 
cross the rest of the creek llhen we get to it, 
after Januar;;, or when the President gets back. 
\".ben you know more about these figures , r:hen you 
knon >lhether the botta:~ of t he barrel has been 
reached, I t hink the British are ~oing to have 
security that they can put up agunst which r.e 
cllii lend money rather thD.n 0 ve it to the:n to pay 
for v~r supplies. 

I am v;illin'" to do two thint;s . I am willing to 
draft a cabt e that it is the unanimous recommenda­
tion of the people here that we do this , and I am 
also perfectly willing to ask the English are they 
willing to ~ive me a 21- or 48-hour ansv1er, yes 
or no, pend:mg our exploring tho whole picture 
fi r st . Is tha t right ? 

257 mill ion dollars . 

Going to lay the money do1111 on the barrel head. 

I understand . Nov1, just so r.e ~;et this thins , 
because General Uarshall says there a re three 
different vrograms. One said 600, one said 732. 
\·,hlch one 1s it? 

I just know there arc no quar t ermaster, 
Corps , Chemical, L!edical or other items 
list. 

Si gnal 
i n that 

Could the AnmJ ~ive me t his, so that there is no 
misunderstandi ng, ur . Stimson? Look, can the 
Arm:y gi ve me "~ ther ronaider this so-called 
"B" program is? is it 600 million or is i t 732? 
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\','hat do you want lle to put up to them? 

I should put it so that we didn't necessarily 
co~t ourselves to that anount, because we don't 
know, but I should put it that - ask them to put 
down the money necessary for cer te.in things, or 
assUIJc now the: r commitment for certe.in things , 
one being the pl ant necessary for certain t hings 
which ne think will emount to at least 50 I!lilli on 
dollars, the other being the cior.n payments of 
goods . 

Ho~ about the orders? 

Th&t is r.hat I am sayinb, that is tho orders . 

\'iell, that is an order for six hundred million 
and a dor.n payment for a t hird of it . 

Thirty percent . Two hundred million . 

After al l , i t is their order, not ours . 

I !mow. 

And they have got to say nhat the amount of that 
order will be, because t hey have got to negotiate 
it and ne - I should say to pay the dov.n payments 
on the orcers for which - to Llake the orciers, be 
ready to l'&l the dOl':n pa;!lllents necessary on those 
orders wh~ch we conpute to be not less then 200 
nillion and so on, but I 11ouldn' t cOIJili t l!lfself 
to that as the final sum because we can't . It is 
their--

You mean you can' t do it . They ~. the;y can lay 
the money dol'm. 

I say because we can't • . 

They can pl ace the orders and pay 200 million 
dollars do;m. 

Isn't it clear that the stuff they need badly in 
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the armament line they shoul d be prepared to pay 
the capital expenditures necessary except on ammu­
nition and one third of their orders for the 
su~plies in cash? Now, if they v;ant to make their 
"B progrrun small, they can do it, or if they 
wnnt to expand it, they can do it , but those are 
t he coverning lines. 

Which is the "B" program? 

i.ha t ever they feel is oos t urgent . I don ' t know 
whether it is 600 million or not . 

I ought to be big enou~ht that they mean business 
if we do r.ha t ne r.an t to do. 

~r . Secretary, is it clear that ;rou ere acquiescing 
in a plan r.hich will add to the depl etion of their 
resources end l eave a large deficit \'lhich they haven't 
explained, even though they haven 't explained it? 

Sure . How is the Navy on this? 

I think the statement of this - t his loose state­
ment is r.he.t you ou&ht to do. 

It is all right with ce . Can I say to the Presi­
dent that it is the unanimous opinion here? 

Henry, I think I ought to make t he SaLle reserva­
tion that I did before. I think the State Depart­
cent is vitally interested in the national policy 
that r.e adopt toward Gr eat Britain on account of 
the international r elations v:hich come under our 
jurisdictiont but wit h regard to this particular 
question, I tton't think the State Depar~ent can 
assume responsibilit;r . 

But you don ' t raise any obj ection? 

Personally, ! em entirel;r in accord wi th such an 
arrangement. 
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\'iell, I will get off a telegram tonizht and I 
will get the Encli.sh, both Phillips and the Pur­
chasing Li.ssion here tonicht, right away. 

You will get them before you send the cable? 

Sure. 

1.'.hy don 't you sulmit it t o them before you bother 
the Presi dent? If they are not going to do i t , 
there is no use to bother the President . 

Keep hie dind of as the cood partner in reserve 
and I am the bad partner . 

I dian ' t get 7ou . 

Say to them, "Of 
proved this ;ret 
offer f rom you . 1• 

V1ell, I think- -

course, the President hasn't ap­
but 1·;e TIOUld like to get e. firm 

! don' t think you have to GO into that . All 
that \7e are askinz for is the necessary transl a­
tion of Ime.t the;r lw.ve already agreed to v:hen they 
snid that - when they accepted my letter . 

'.;en, of course I think as far as the Presi <i.en t 
is concerned fr~ my conversations r.i th him, I 
don't even think I have to esk his approval for 
this . 

No, but I think you should. 

If you get it from the British--

85 

But you think I ought to put it up to the President ? 

I certainly do . 

Because he hasn't got any of this . I can' t give 
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t his financial picture and al l that . 

tlo, I appreciat e that , but you can give him enough 
f or him to--

Don't you thi nk I would be saving time if I put it 
up to t hem and say if t he Bri t ish will place such 
and such an order in vi eTI of this thinf v1e recom­
ment and menti on t he people here, tha VIe will 
go ahead with this, ana I would like to have t heir 
approvsl. . 

\o'hy don ' t you do both a t the s at1e title , Henry? 

That is Yiilat I \7anted to do. 

You oean put i t up to the Pr esident f i r st? 

Simultaneously . 

Always keep t ha t up your sl eeve for another card . 

Supposin~; he t urns you dovm? 

Then the fat is i n the fire . 

I don ' t think t hey are goi nG to put the 257 dovm 
on the barrel head . 

I think they a re . 

I hope you are r i ght. I t hink i t is important 
enou&h t ha t the Pr esident ought to know about it. 

Yes , I t hink so. 

Well, I have GOt it i n t he old bean, and I will 
put it up to him right now. 

l!r. Secretary, Ur . Bell i s raisin& Vlhat seems to 
me a very pertine.nt quest i on. I t is no t clear in 
our mi nds why t hey have t o pay a doVIn paycent on 
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the orders so long before the plants are built 
inasmuch as these private individuals are not 
going to pay for the plants anyway. 

Because we haven't GOt the money to put f or the 
orders. 

Then they have to put up the money even before 
the plants ere built for t he product . 

8? 

In the large bul k of the odnance which is involved 
in here, there are no pl ants to be con.structed. 

This 200 is also for products of plants other than 
those that are going to be bu.ilt? 

The great bulk of it .ia in existin& plants . 

This is following tho same pattern they have fol ­
l owed right along. 

In fact , practically the only plants are--

It is a v ery curious pattern, it seems to me. 
1.',lhat they are doing is tradine 11i. th you. 

VJho is? 

The British. 

How do you mean? 

The whole transaction is in sort of a tra~ 
process, and it seems to me they aren ' t putt1ng 
the things on the table that ought to be put on 
the table. 

Such as 'llha t ? 

Immediacr, urge.nc;r, io get the thing rolling and 
look at 1t afterward. 

I don't know. I am partly reap~~le . I clop ' t 
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know what they would have done 
"\":ai t a minute, we have got to 
this ." 

if I hadn ' t said, 
take a look at 

88 

That is what I mean , by putting you in a positi on- ­

Lothian havi nt; made the statement, knowing Phillips 
was coming, knowing anyway 90 percent of this 
which is on the blackboard, I felt that I couldn • t , 
for i nstance, nhen oy friend here - Knudsen, for 
instance, sa; s to me about once a neek, "Hon about 
the noney?" I cr.n ' t continue to whistle in the 
dark, so knor:ins lhis and all the rest of i t, I 
mean they ~ut me on the spot because you (nnudsen ) 
l00ked tO me 1 ciidn It YOU? 

Yes . 

I think they have put JOU on tho spot . 

I know t hat and I 11111 not sur e they didn 't do it 
on purpose. 

There i s another el ement in this thing which I 
think the President touched on when he gave you 
that instruction . He sugcested that the Ordnance, 
of our people, order this . I think that has 
the germ of a veryJood i dea, because there is 
a great deal of co usion now goint; around the 
country uue to t~e fact that the 3ritish Purchas­
i ng J.:ission are nesotiatin.; 11ith the same neoi le 
tlul.t v1e a re; and, 1f we could onl y r oute it a 1 
throu&h one source, we r1ould have a I:lUch more 
business-like ul ace . Have all these orders and 
besides that, nenornl CArshall--

l".'e can do that. 

General J.ie.rshall has agreed t o this "B" program 
on the basis of our minimum training requirements . 
Th~t may mean some exchange of our - same of our 
material for - or sale of some of our mat erial 
t o the Bri t ish. lie nor~ have a very confused 
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s tatutory situation . We have eot statutes run­
nine back to after t he Civil 'liar times that pick 
up this item of equipment and that item of equip­
ment and permit the Secretary of War in some 
cases, the Presiden t in others, to dispose of 
this, that and the other item so that when you 
get t hrough you have to finesse a good way around 
many of the statutes and there is a tremendous 
amount of paper work involved in it, before you 
can really t ransfer one item out of the Arn17. 
SOI:letimes you end up, as we did in e. recent deal, 
almost as if- -

Twenty e.i:planes and it took e. file about that 
thick (indicating) . 

89 

rlith legal opinions all over it, and you will f ind 
rou are transferrin& one tank and one rear \'\'heel. 
I woul d think that the only vre.y to do this is to 
have some enabling l egislation put in one statute 
which would enable the Secr eta1•y of 1.:e.r and the 
Secretary of the Navy to transfer this equipment 
for the aoproval of the President or exchange it, 
dispose o~ it, and in any way that is consistent 
with the National Defense . I think t hat unless 
we do that--

Well , that is something else again . 

\'iell, it involves the "B" pro~. 

Well, you can' i 
unless you are goJmg 

Congress ad aak for thl• 
to tell the whole story. 

l'iell, today or yesterday we transferred 20 bombers 
to the British. 

Think of all t he work you give .to unemployed law­
yers . (Laughter) 

That is just the t rouble . 

It i s all the time the l awyers take. 

• 

•• 
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But you can' t get enabling legislat ion unless 
they a re going t o ask you why. 

I think that is t he t roubl e. 

90 

The count ry approves the disposition of these 20 
bombers. We certainly explained i t on that basis 
and if the Ordnance Depar tment is to use this -
to do this work, and it is a good argument, I thi nk 
it can be made further. It i s almost im~ossible 
t o t ell just ;1hich tank is (iOine; to get mto whi ch 
a rmy, so that our men shoul d real ly be inspectinG 
all thi s c.aterial 11hich comes out . 

I ~ow it is a terrific nui sance . 

\.e are ready t o go ahead, but I foresee a very 
pr eponderant chance or f ailure i f t he le~islation 
situation st ays as it i s today in regard t o the 
divi si on of res~onsi bili ties betl7een us and t he 
Briti sh and t he· carryine of i t out . \le can' t 
possibl y do Tihat t he President had i n his mind . 

Put you don 't Tiant me to raise that tonight, 
do you? 

rlo. 

You mi ght raise i t with the President . 

Y:ell, t hat is up to l:t- . Stwon . It is his head­
ache . 

\'.'ell, I have gone a loD{; way. Thi s i s a joint 
affair. 

l,','ell, we can gi ve you a couple of lawyers to 
help, too . 

\'/ell, I have got t hem. I am perfectly satisfied 
with them. 

Sometimes I t hink our le1;yers a re doing too much . 
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llo, the thing is, I think we nre in a position 
no11 r1here you cnn send such a telegr am, Henry, 
but I think we have got to foresee that very 
soon af terr1ard t he situation 11ill probably c'lllle 
to wher e we have got to got to Congress and lay 
the Vlhole thing before tlie:n . 

I don't think there is any question about i t . 

/Jtd t ne. t is uhat I don' t 11ant to be in the I'osi ­
tion - or don ' t r:ant you to be in the eosihon 
Phere Congress would say tl:at we shoula have ca:ne 
sooner . I don't think they will , so far . 

The;r o.ill if you don' t bring this whole situation 
to their attention pretty soon . 

Very soon . 

The papers are full of it . 

I think t he very latest is the firs t IYeek 
January ; and, if the English turn us down 
proposal, we will have to eo right away. 

in 
on this 

If the;r turn us do1m on the proposition of the 
telegre.n that you propose to s end, I say drop it 
until we have got Congressional authority. 

I m 11illing . 

I v1on ' t have the War Department going into aey 
further stretchinJ . 

\'/ell, 8111body else? 

• 
• 

• 
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IIIIDWIIMI r011 tm: nctlftAII! r. Ull• 

llll'bJtot• "- .&il'pl.ule Prograa and On1te4 lt&t.-'rPe 
~ Proii"'JJ ot t1w 1!11'1 Ua Jllqoebaat.c 
t-i aeloc dated J oveaber 21! , 19.10, 

!!Ia tollowiJI& oo- te wltb reapHt to t.be w. A1rp1aM PN..­
&Dd Onited Statu- tn>e Ordnance ProiP'U\ ot t he Brit iah PaNI!u~ c­
lliooi on, oow ot whiob la at tache<! hereto, doe w beltted1 

1. .!tl Airr' ay Procrp. 

!!Ia 12, 000 a1rcr&tt 11ote4 under t ld o progrua 110\ll.4 all 
ho ot value 111 t he det&nH ot t he Oni te4 Stateo , 1t the l!lriu.oh 
reai ata.Dee ohould oollap .. , and would be Rfti oiant to equ.ip 
approximataq 60 groupe or our Air Corpa, totalliDc ~oppa ·-~ 
200,000 MD, 

!be equ.i,_t 1Mlu4a4 1Dider ita. A and l -:14 ~ 
ordllance equ1J1!18nt tor an ~ ot approxl.•telJ' 2~1000 -, ... 
tba W\U and tlallk I'JD8 liated 111 ita.! ~4 equip "PI* •·~ 
three ot our .&nlora4 Di vieiona totalli"i approxl.lla~ 501000 -· 
'l'h1• '"'""' wW.4 thua proori4e Cll'dllaaoe aquiJMD' tor •J.I* , • .._ 
1¥ 300,000 MD 1..11 &cl.d1t1on to the current liar Dapart..nt equi~t 
pro..- t or 2,000,000 ,.n, !bia tottll. toroe of 2,~,000 - Ia 
nll wi thin the t oroa tbet "ould ultl..bot el.T be r equin4 ff1r tile 
data~~H ot t he lthited state• in the want tb&t Br1Uah reat._ 
in t he ourrent war ohould oollapoe. It should be noted tllat Ia 
a&Ut.ton to tbia aquir-t, a441t10Ml ttea ot ~. 
Si gllal, Chemical, Jadical and Engineer aquiptODt -all be ~ 
to ~ate the nqutatta equi~t t or c ~or 10 cl.1viat.., 
'l'h1• a.d41t.1Gaal aqui~t 'IVIIl4 ooat ap~telJ' ~.ooo,-. 

•-- .. u-taa ot tha .-ber ot M n in - t;ne _..... s.u-,. -.14 be eqdppa41mder the l!lri~ah Pftea-. __. 
be ada unt.il tM Sritiah Procru 1a aubeltte4 in oo.plne ,_ 
.,. ..... u..... ..... 'beeB tolla. 41tt-t liata or eqd~ '­
llitte4 to rap--tativM ot tba War Depar~t u Wile tile 11'1Uall 
•Jill ,. .... 

Regraded Unclassified



'·n&v· a •=""· a "' 
Atlti"-1 ..... nl.ft .......... --- ....... 

llriu.tl •r Pntll• I'ICda ._ tw W. .._ el •'-'tl 'II' .,U 1, 
19420 11 tM ~ft ..... - M1lll aWu.t • Mllll _.,. te 
-' .... 2,000,000- hlfP• s. .n u-w •-.. llritl*. a. 
Mo!iu.al ..... tUft ............ llri.ull •• ,....ill 1-. 
...... 1111111"-1 ..... ""* ldll " ~ .. -.s.te.la & ,_ 
et 4,0001000 - • a ...,.., e\atu, *ia ill tbe IW ll8j1111 ''• N1 
•bJ..Uft. 

01, w .. w---..' .dlt JSil r e't'·· 
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7!e have just concluded a second meeting which was 

r ttended by Secretary Stimson, Assist ant Secret ary Patterson, 

General J{.arshall , Acting Secretary of the Navy Forrestal, 

Admiral Ingersoll, Secretary Jones, Under Secretary Welles, 

CommiDsioner Knudsen and representatives of the Treasury. 

At th is meeting the Treasury presented the most 

up to da te fi.;ures thet vre have received as to the finan­

cial status of tp«;, 3ritis)l Trees,Ary. This shows }IJ,at with 
'f'C.uA ~ (/'.~ ~~ct.-«.<'{ 

t he orders they would like to pl ace no~their total orders 

.. ill OJlOunt to over $5, 000, 000, 000. The British Tres~s~ur:ry~~~·"""'~!~ 
claims that thei r readily available cash end other asse 

~ 
amoun t. to~ a billion eieht . They

11
have •e~Hiil~l other 

osseLs ~/\which l'le have not yet received f\lll information, 

( but 11e thin it evide that in any ~ the British) 

\rea sur~ i s • · i thin the ~ year/ 

The ·.•.a r Departcent has made the s t atement that in case 

the English should stop fiJhting or run out of cash, our 

~rr-y can make good use of substantially all of the output 
~ 

of the so- celled "811 program of the English, which amounts 
A 

to at l eas t $600,000,000. 
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We have proposed tonight to the English, subject 

to your approval , that they pay do1m in cash $200, 000,000, 

vtb ich is approximately one- third of the total order, and 

about 350,000, 000 for the facilities which the Army feels 

i t cannot certify to as useful. The RFC is prepared to 

advence $100, 000,000 for new ~unition plant s on the re­

ouest of thll-te.dePe.l wan Admi~ll_tor , .. ii ~h Yli\IU' 

a!•~ I oh~ and the certification of the War Department 

and the Defense Commission ~ If the English will accept 

thi s proposal , all of us feel tl.a t this will tide them 

over Wltil Congress meets in January, at which time it is 

the unanimous feeling of this group that we should present 

the enti re matter g/ Greet Bri tain ~d Canad~to Congress, 
1'\ ~,...r;MX4-

includ 1ng the financial statushwhich, in the light of their 

project ed comitments, see:ns inadequate . 
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•• un Jut ... 1 .... a ......... ,J.q willa ... 

• tt ..... " a ..... tu, au .... 1 .. llteat S..retur Pattena, 

IJntral ... .ull, 1etlq IHretur ef tM Ia~ Pti'Nttal, 

1aal.ral Iqeraoll, SetNtUJ 1 .. 1, .... Setretur W.llee, 

C..-i11loa•• laa4Ha aa1 repreltatatlYII of t~• !Pea....,. 

1t thll .. etlq tM frtU111'J pi'IIOtM tM Mit 

liP to 4ate flpret tbt we laan retthM 11 to ~~ flaa­
~ 

tlal etatu of tM lrltllk I 5;. ~~- tllt~ l{jh·€( 
tile oNere tu, wn1l llb te plut --/~lltlr total oNere 

wlll eaoat to IYIP t6,000,000,000. 'J'M Jrltllk freU'11'7 

elalu tkat tkeb r 1710 a s?l 
7 

taM aal~• uHtl~ 
... -r- ~~ ·~ • \1111• elpt. ,..., ~....tMH ltMI' ·~ 
aueh ~·lu n •• ut 1•t reHhM fall lato,.ua .. 

wt w uw 1t ..... , .. t ta.., ... , tt •tu• 
fr•••» lr '"let • lalletL iltllta :Z:::, z )Ill. 

!M War DeJU'tMat b 2 '? 2 t t I t tbt la liM 

tu --.ua a..u n., llptJ.q •• ... "' .t • .-, ... 
~ eaa M?rt pel ... If n\ttaatlalq all ef tM Htpat 

~·~ 
•f tkt .... alltl •a• prep• If tllt lqlla, .Uell ... ,1 

" teat llllt' teoo,ooo,ooo. 

, 

• 
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lla, n\Jeet 
te ,.., app~al, tbt tllq ~~~~:tir. taoo,ooo,ooo, 
01• 11 appPUlMhlJ tat-Ubt tf tM tttal .... ,1;.;;; ' 
a'llnt ;M,-..eeo t:F tM fuu;;!~!,!!Jf! t An,r f"lt 

lt ·~zrer r& ,~-4~ arc h '"' .... !t-:,,7 >"'h • .. 
ad•ue•l\~100,000,000 ftp an ~iun pluh,~ .t~'l!:' tty-q 
Ul.at.-ef t:Jii Pwtwfid l:liU dlltltitPmt, flU rfiv 

app~nal, ... "• ... un •• u. ,, Uit ... ...,lftiiit 
... & Dll .... c.-t .. t-.. ~u u. ~acu• w~u .. ..,, 
tllb prop .. al, all of •• fHl that thb wlll t14t tMa 

ner atll CoqHII ••h la luUJ7, at wUth tl• lt 11 

the ••••-.. f"llac of thll ll'ftJ tbt " IMU4 pHuat 

~ qtbt •-''-! "c.p. ... - . 
....Aul .. lac tM flaaulal ltatu:~Lta, 

fNJMt .. te.itautl H_. lutt ... tlo 

• 
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•• un Jut ... 1-.. a .,,_. -.u., .Uu ... 
aUn4M liT S..nt.., Btlua, l11htut Sllnt.., Patte ... , 

QIUI'al Jlai'Wll, 1etlq 8Mnt.., of tll.e Ia., PePNetal, 

Aairal Iqenoll, S.ent.., 1 .. ,, 1a14er a..,..,.., .. 11••• 

Co.l11ioaer la.U.. ... npnHJatath•• of ~~ !nu1117. 

1t thil ••tbc tll.e fnu1117 pn•eate( ~ Met 

11p to 4ate flpl'll that •• han NM1n4 •• to the flua­

o1al etatua of the Jllolthh tnu1117• fhh ahowa that w1~ 

the , ,..,. the7 woua llb to pl ...... tll.eb total ... a. ... 
wlll -•t to nil' 16,000,000,000. file Jllolthh 'tna11117 

daw that their reatiq anlla'llle euh ..a otll.er •••h 

..... t to aboat a \1111ta ellbt. "-f haTe still o~r 

u11h of whloh •• han ut 71t n11htA fall Wo,.tlta, 

lNt '" th1ak 1t n14eat that 1a .., neat tha .. ltlu 

!nuUJ 1a fulq a 4af1t1t w1thla tll.e aealq JIU. 

!be War Depart..at hu 1114• tM ata~t ~t 1a eue 

the lqllah ahooall atop t1pt1q •• ra .. t of auh, ev 

,.., •• ..te coo4 u11 ef n\etutlalq all of tll.e oatput 

ot the ao-ealle4 •a• propu of the bc11U., whloh --t• 

te at leut 1100,000,000. 
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" ••• ,.., .... \alP\ ,. u.. ... 11., •''"' 

t• 7nr apprnal, \Ut tlle7 pq , ... la e.a taoo,ooo,ooo, 
diM 11 apprulM\tq ...-tMJt et tile tetal ..... , ... 

abfat 110,000,000 tor tU t .. llltlee Wbl~ t\t ~ feel• 

lt auaot ... tlf1 te •• •••hl• !'ae IPC b pnpareA \e 
'4.w ........... -. -'4• . 

..au ... n oo,ooo.ooo fer . .. •eltl• plaah - tM •• 
A. 

qau1 o' ,~. , .... d: tea *' fchtrater. wlQ nv 
' tppt'l'fd:t ' tlle ttl'tltleatloa et the War Depan.ut 

1114 tU Dtt ... • C.-lae1•. U tU b&].lu will ....,, 

thle pnpeeal, all of u tMl \Ut tU1 will tU. \Ma 

onr uatll Coacrtll ••h la laa...,, at Gl~ U• 1\ 11 

tU • nlzou fHllac ef '"' 1"11 \U\ - MW. ,.. .. , 

tM utlro •tter et eroat 11'1\ala ... C•"• te Capell, 

laoluUac u.. fiuulal eta\u *1~, la tile ltp\ et tlleb 

proJeot .. e..tt..att, .... latole.-te. 
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too <Ji 

•• han jut , .. ba.a a .. ,_. ••Uac whlu ... 

attn4•l • S.ePit.., au ..... luhtut a..,.,.., Patter .. , 

o..eral Jluwll, 11t1q a .. ,.,.., of tu la9J rerHat&l, 

A~ral Iqenoll, Seer~t.., l .. a, OUer her~\.., .. llea, 

C.-illlaiP la4Ha Ulil HpPIIIatetlna I f tM friUU7e 

U thla Mltlq tM beUU'f pr111atll tM Mit 

up to 4atl fl(Qrll that WI h&TI PIOI1TI4 &I tO tha fiaaa-

olal atatua of the 11'1thh £... ;) !hi• ahowa that w1~ 
tlla oriera thq woill Ute to plue aow tblb total orten 

ulll eao~L::~•a,ooo,ooo,ooo. n. IP1t11h! ::;t 

dew_~ .....-v nallq nalli\1• •lA .. t-.ltM~-- _t 

...-..t~llht a '111111• llpt. !UJ~•• •'Mlj tMr "bk 
ro~ ~,- J~ 

••••ta ~ ahh •• ~ ... aot r•t ""h" full 1atotMt1tac 

, .,., ' Itt ?' 0 a 0 is&: b •w 7 1 

Tau.. h -'"·· I ....... am 7 

" 

p a t• sJ;_}-, 
!be .... JllputMat ~· .... ~- •'-•···~~-:r-1'="~=-----~ 
tllt S.,l11h lhovll atop t1pt1JII •• na nt ef elM, nr 

APIIf eu .Ut aMI ... of a•'llatut1alq all of tM ntpt 

at tU ao-eallel ••• propu If the Jql11h, ahh ..... t. 

tl at leut 1100,000,000. 

• 
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111&11+, •\J"' 
tt Jftll lppNYal, \Ut \MJ JIJ ... la I + tl001~ 
~- 11 apJrulM\tq .... ~ et tM total _.. ._. 'ft... 

aW.t 1$0,000,000 tor tM tullltlt~*l~ tM,.., tMll , 

u , ... ,, ... utr u .. uehl.. '1M lrc 11 ,..,.,.. u ,. 21 

aAnM• uoo,ooo,ooo It• •• -su. plutt~'ft: m 

qMit ut 1:1w , .... a btu t' • '*''*'"' .. .._; •• 
an ·rf', I tk• ... tltltatl• •t tht ... .,.,.,._, 

ul tM DttaM 0.-lell••_..... U tht b&llM wlU ....,, 

\kll ,..,.Ml, all ot .. t .. l \Ut tkll wlU tU. \lila 

"'• .u1 c...,. .. ••" 1a z....,, at aJ.u ts.. u 11 

till wnl U fMUai tf tkil ..... _.., W +RJ! JM .. , 

tM DUM _,_. f, •• wt •u 7 2 I h \e c=a .... 

lulwUac tM t(~ .,__., 1a ~ llpt ~· tMb 

JMJMW tti.ltwa' t .. \e, , 
• 

' 
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Dto .. ber 10, le4.0 

Dear Sire 

Will 7ou pltut tranait fop •• liT t .. oret qat .. 
the following atuaga to tbt l'Haidantc 

QUOTE - Wt haYt juet oonoludtd a aeoond aeeting 
whioh wae attended b,r StoJ'etaJ'7 St laaon, 1aaiatant 
Seopeta.ey Patteu on, General ll'arahall, 1otlng 
SeoPetar,y of the laYT PorPeatal, 1daiPal Ingeraoll, 
Seopeh.J'7 Jonu, Under StorttaJ'T Wtllu, Cozalnionu 
Inudean, ana reprtaentatiYtl of the Trea•UJ'T· 

At tbia .. etlng the Trea1UJ'7 preeenttd the aoat 
up to date figure• that we haYt PeoeiYtd ae to the 
financial atatua of the Britiah. Tbla ehowa that 
with the oJ'dera tht7 would lib to plaot now, plua 
the ordere alreaa, plaoed, their total oJ'dtl'l will 
.. ount to OYIJ' , 6,000 000 000. The Brithh Trea•UJ'7 
olalaa that thtlP oaah ;;! other aa11t1 readil7 
aYailablt aaount to about a billion eight. !he7 
alao haYt other aaatta about whioh we li~Yt not 7tt 
l'todnd full Wol"Utlcm. Tbt War Dtputaeat atatu 
that in CUI the bglhh lhould atop flptlng Or I'UD 

at of ouh, ov Anq oan we good u .. of aubatan• 
Uall7 all ot tht output of tlle eo-oalled •1• ol'dnanca 
~cram of the !Dglli~, which aaouate to .at leaat 
1100,000,000. 

le haTe pr opoaed toalght to the £Deliah, aubjeot 
to 70ur approYill., that thq ukt the uaual adnnot 
p.,..nt to the aanutaoturer• of $2001000,000, whieh 
h appro1iaah]T oae-thlrd of the total order. The 
new faoilltiea will ooet appro1iaate}J $160,000,000. 
Of thb aao11Dt the .ll'IQ' f .. la lt cannot eertlfJ to 
ae uaeful cme-lhlrd of the facilltlea aaouatlng to 
.&o,ooo,ooo, whloh the IPltiah will, therefore, 
han to adTanot. The RPC 11 prepared to adYanot 
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tho b&lllloe of $100 000,000 for nn -.ltioa 
plant• upon the oer{lfloatloa of the War Depart..nt 
and tho Defonae Co.alaaloa. If the ln&llah wlll 
aooept thla propoeal, all of ua feol t~at thla 
wlll tlde thoa oTor uatll Consreaa .. ota 1n 
J'anuarr, at whloh tlae lt h tho UDIUllaoue f1111Di 
of thle group that .o ehoul4 preaent tho entlrt 
aathr to Consro111 1nolu41na tho flnaDolal 1htU1 
of Great Brltaia Whloh, 1n t~t light of tholr 
projeotod oo..lta.nta and tholr olalaed a1aeta, 
.... , inadequate. ; ••n• ~ 3 '"'4:..v 4-2~­
--r~ 44--~ ~ dtin:. -

Tova alnoere}T, 

!he Co.aUilloatlona Dut, ott1oer, 
la'7 Dtpartaent, 
laahlngtoa, D.C. 

.. .. 

.. 

• 
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H. M.Jr : 

Operator: 

R. M.Jr: 

Juee 
Jonee: 

K.M. Jr : 

J: 

R.M.Jr: 

J ; 

H.M.Jr: 

J: 

H. M.Jr : 

J : 

R.M.Jr: 

J: 

B. M. Jr: 

J : 

7 
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Hello. 

Secretary Jon••· 

Hello. 

Deoeaber 10, l94o 
5:57 p ••• 

Hello. Are 7ou worn downt 

Juet about. 

(Laugha). Well, I thought in 70ur aeeaage it 
70u want to Juet leaYe out that appro•al or the 
Federal Loan Adainiatrator and the Preaident 
but lea•• in the other• beoauae he knowa we'•• 
got to do that anJYar, don ' t 7ou aee. 

You ••an leaYa out • •• •• 

Where 1 t aa7a that we prepared - the RJ'O 
prepared upon the reoo .. endation ot the • • ••• 

Juet aar the RrC are prepared to do ao and eo. 

Upon the oertitioation or the War Dtpartaant .. .. .. 
And lean out the rederal .14111n1atrator and 
lea•• it out With rour approYal, or lea•• that 
in. 

No, 70u oan lea•• that out and the Preaident 
out beoauae he know• he'• cot t9 do it. w. 
oan' t build a plant without hie appronl . 

Well, then, lea•• out redaral A4ai81atrator, 
aD4 lean out where we aar W1 th hie appro•al. 

Yea b. 

But tean 1n oert1t10at1on ot the War Departaect 
and Detente eo .. 1ea1on. 

!bat' • oorreot. 
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H.M.Jr: 

J : 

H.M.Jr : 

J: 

H. M.Jr : 

J : 

H. M. Jr: 

J: 

H.M.Jr: 

J: 

R. M.Jr : 

J: 

Go t thaU 

That' • right. 

- 2 -

Right . You perteotlJ happJ about th1e? 

Huh? 

Are 7ou perteotlJ happJ the va7 •• •••• 

Oh, 1••· I t hink 1t 1 e a good pr ograa. 

0, I . Thank JOU. 

I'll be 1ntereeted t o koov what JOU get froa 
the Br1t1eh. 

0. 1. (Laughe) . I'll let 7ou. I ' ll let 7ou. 

Huh? 

Thanlt JOU. 

o. x.. 
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, 1 • - :>:rVeY L. Gibson, Pr. ai dent, 
cr.U:eeturers TrUst ~pany, 

0 ,, :s.orl-:1 ,:e\" York. 
!\.Clt!fl'"""') 

re.Je"e~ t:M;; •• liar lo::n j.ll"OgJ"~ eor.t constn.:.ct.1ve; haa oOO, OOO cust.oll.er&, 

,ost o! ~hem of 11ml. ted moar.A ; proposes to give complete uupport t o 

ro nc, wd will ~ppronch cnch ono of t !.iu croup of customer• tl~rou1 h 

~~ o!!1ce• •dth request !:at ttey uubscrl.be, and Vll.ll Tdde.l)' e.d'"ort1se 

lol!!l to c!.!"ect t hnt subacri, tiorus 'ldll be accepted at :.11 t.he1r o!fl.C<)S; 

1 
led&ec ,,hole- heart• <t cooperation . 

-' . :-. } . · .. atson, 
reenvil.w, .:~out.t \:e.ro llna . 

{t.ehtrlir', 

t.on -ratul,;. ions c n l en~rrJ. nttHude end state •.• nt en tax oxc.npt £uno.o . 

r. ~ . i:o •. arci i...eCrnth, 
~rovi~ence, lll«>O !slsnd. 
(~o"cmc• -elect ) 
( te.et;ra ) 

,,hole- hc&J·tc<ily oupjJOrt s no·n l am ..>rogro..~ &u citi~un CUIO Oovetnor-electj 

c.:eienr~~ Pl'otram 1.ust be sup._;.ort..ed by wan pol'lel' and tax J•evcnue powot·; 

.acrL Lc~6 - ust be ""de by <ira£teeo, 1<0thers, -.;ina, eltilcl.rcn; c<~rtal.nls 

t.1.1..Se v;ho~e incOGlos are tra::t invc&tLent in Goven\l'l'lent bor.c!e , actuated 

by pat.l'iotic :not1ves should be pr oud to aaaume slonre o:: burden; <J10ae 

-•l<m :.ns larco llealU\Y p¢pul.at1on &nu no s t ate l.ncune ta>.; a,.yrticiation 

of t h16 fact s r.ould pro-.<pt thet s tate's citizens to .,urc! aae bonC.o • 

.. 
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6:20 p.m. . 
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3~.ITIS!i PU:\CHASIHG PROGR.All 

Present: 

E.r. Jr: 

1!r . Bell 
l.!r. ~.hite 
::r. Cochran .,, , . . :.r. • oung 
1:r . Phillips 
:.:r. Pinsent 
Sir Heney Self 
:.:r. Pl aJ.fair 
:..r. Ballantyne 
~~r. L:onnet 
l:rs . Klotz 

For your information this afternoon, I think I told 
some of you that I met with representatives of 
the State Department, 1,/ar , llavy, Commerce, and 
the Defense Caomission, and I presented to th~ 
in strictest confidence the latest information 
nhich I had on British finances , and then I put 
up to then this question of what we call, for 
lack of a better name, the "B lrograo, r~hich is, 
I believe, largely ordnance. !.ow, subject to 
the approval of the President, this is the sug­
gestion that r.e have to cake to your Government: 
that it is agreeable to the Uni ted States Govern­
ment, subject to the approval of the President, 
that you go ahead v1i th this roughly- six hundred 
million dollar program which, incidentally, the 
Army says that they have had three different 
versions . They don't know yot which is the right 
one. The Army and the R.F.C. are prepared to 
finance tT:o t hirds of the facilities . \ie under­
stand the total amounts to one hundred 57 million 

.. 
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Bell: 

H.ll, Jr: 

- 2 -

dollars. They are prepared to finance two­
thirds, or a hundred. They would finance all 
of the facilities , but the Army is not prepared 
to cer tify to 50 million of it, so they would 

108-

ask the British Government to put up 50. They 
will put up a hundred. They would put i t all 
up, as I say, ~t the General Staff isn't pre­
pared to certify that they need all of it . And 
the the usual e.eposit of one-third, which is -
would amount to approximately another two hundred 
million dollars. On that basis, again I say, 
subJ ect to t he approval of the President, which 
I e1 ther v.i.ll or -;:on ' t have 1rithin 24 hours, we 
are ready to have you nlace this order . No~, 
as to the nhole question, so that you kno~, 
there 11as unanimous opinion of everybody here 
that just as soon as the Pr esident thought it 
advisable, we think this 11hole question of 11hat 
England and Canada need should be laid before 
Congress, and we simply regard this as a sto~-gap 
because, as I unders tand it, there are certa1n 
time factors. If you don't get these orders 
in, we can ' t get them when you want them. It 
has no particUlar bearing on the whole program. 
I mean, this doesn't - I don't want you t o feel 
that this is the method, necessarily, we \"iould 
pursue from now on, because we know what you 
have and what you haven't got , but it does 
make it possible for you to place this Older, 
get the factories under thtm built, and 
gives IJr . Roosevelt a we up his mind 
in what form he wants to the n•• fll 
Great Britain to Congress . you .. 1 t bat 
would SUil it up. 

Yes 

But I \vant to emphasiEe the fact that this 
doesn ' t - the afproval of this plan doesn ' t 
mean that this lS where we continue - expect to 
go on . We know you can' t co on this way. We 
can read fi~res . And also I am familiar with 
the whole s1tuation, because llr. Hull l et me 

. . ' 
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Phillips : 

:idla.'l tyne : 

;,, ·. Jr : 

!le.llan tyne : 

H .. :. Jr: 

Young: 

:i.:·.Jr: 

109 
- 3 -

read ~. Churchill's letter to the President, 
which I have here, so I am familiar nith the 
l'i'hole picture . No17, if I haven• t mB.de it clear, 
riOuld souebody want to ask me some questions? 

Did you refer to this third part about ships , sir? 

No . This was - we haven' t got a cl earance on 
t he ship thi ng, you see . Tliis is simpl y ~hat they 
call the ordnance . I haven ' t been able to get 
a clear~•ce on the ship thins . I know i t is 
blocked, but I don 'l kno" why. \/ell , I do kno'l'l 
11h;r. But you people in tho Purchasing l:ission 
don ' t feel t hat you have had approval on your 
ship affair, do you? 

· .. e have had a fol'i:lAl approval J.:r . Secretary, 
that went throu1;h in the usuai wa:r for the 60 
ships, but I have since learned fr~ Philip 
that there may be some - that approval may be 
r.i thdra1m or mB.Y have to be reconsi dered, and 
I have instruc ted them not to go ahead. 

aell, I told somebody connected 11ith the British 
Purchasin& Conmtission that Colonel Knox vras 
opposed t o i t . 

Yes . Well, we have stopped it, sir. \'/e have 
had the matter hel6 up . 

I think that is correct, Jr. Secretar y. They 
filed a regular form of clearance 11hich was passed 
b( the ?lavy as well as by Maritime, and after 
there were subsequent conversations T:ith Colonel 
Knox, I asked Childs to let me kno1v before they 
si gned any cont racts. 

Vlell--

Tho clearance was merely to carry on negotiations . 

\",'ell1 _it wasn' t part of the discussi on. I l!lllke 
myself clear that we are not - I look at this 

\ 

Regraded Unclassified



. onnet : 

~: .... JI': 

::onnet: 

i. .. :. Jr: 

:.:onnet : 

H . ~'. Jr : 

1.1.0 
- 4 -

si.!llply as a stop- &al> · .. e are not freezin~t the 
proposal that tnis ls the only ,,a;r r1e 11il1 go 
ahead. T~is is simply sonethin~ - if the 
Presiaen t v:as here, 1:e woul d Llllybe do it some 
othc1• -r1a;;• , but it is ver:J, vary difficult to put 
this in e. cable, but t his does - and t he Army 
feels that it is terribly important that if 
they e.re boin~ to meet your time schedule, this 
thin~ be placed at once. I mean, the Army is 
pushing for tnis . 

~. Secrete.r7, me.;r I ask one question? You 
mentioned e. hundred and 50 million e.s ce.pite.l 
investnent necessary for this ordnance under 
tile "B" progrlli:i. As I understand it, there 
~ere three hundred million mentioned . 

I lllJ just - here is - Tlhat woul d you call it? 
The ,-;hole top of the ;,rrey was here, 5ecrete.ry, 
J\ssistant Secret ary, Chief of Staff, their 
lawyers , and they used as t heir fieures a 
h~~dred mill ion and fif ty-seven . 

The two hundred that \ l e have put in this as 
capital investment necessary ror creating; the 
cape.ci ty for the 10 Divisions necessai"j voas pro­
vided to us, it is 07 understandin- , by the Amy, 
17ho cave figures of t\10 hundred mi!lion for 
ca-pital investment and six hundred million for 
t he cost of the weapons . 

·.:ell, ;.!r. ~onnet, toda;r they talked in terms of 
a hunered million and 57 million, and they said 
that the 5'/ million figure vms plus or minus, 
they dia~·t know. 

Of course - well , they a.re nevr figures, accord­
ing to those we have had. 

And they also said that they bad had three 
differen t proposals from you, and t he7 don't 
know which one is the rizht one. 

• 
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1"/e will go into this question . 

Are you going to get a cable off tonight? 

i';e will have to . 

We must, I think. 

I think so. I am getting one off to the Presi­
dent. 

Because I looked at the figures this morning, 
and the figures that came from the ArDf showed 
tr.o hundred million. 

Well, the;r may have revised their estimate on 
that . 

\'/ell, let me explain to rou how they arrive at 
the 57 . They d1dn' t arr ve at i t by whittling 
dovm the 200. The 57 goes to those particular 
kind of facilities which the Af'llrl says that they 
don ' t need, see. They won 't certify it. They 
will certify as to the orders, but not as to 
the additional plant facilities . 

I see that, but that would reduce, then, the 
facilities which they would assist to 100. 

It has gotten so big since you and I did busi­
ness two years ago - I used to be able to carry 
thln&s in my mind two years ago. I can't any 
more. 

I think what we might - we should bring this out 
with the J.rrey • 

• I would, and then go baok at tham tomorrow; but, 
if I might suggest to save time, I would get 
something off tonight, then go back at the A~ 
tomorroW'. 

It iii olear that thie two hundred million dollars, 

.. 
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H. :.Jr : 

:.:onnet : 

•.:hi te : 

~:onnet : 

· .. hl te : 

.. onnet : 

L .~. Jr : 

'ioung : 
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the Secretary speaks of as a down payment to 
the manufacturers, is the usual thing? 

The tr.o hundred million is a do1m payment on 
your orders, the product. 

It i s the dovm payment necessary for the creation 
of the capaci ty of production . 

Ho . It is an advance payment on the six hundred 
million dollar orders which presumabl;;r ;rou will 
gi ve, and the;;r usually demand a third, I under­
stand. 

That is their interpretation? 

That is tho private manufacturers ' demand for 
advance payment . 

112 

I think the best thint is for us to clear that wi th 
the Arr;zy . 

They have got a man by the name of l!cCloy . He 
seems to be t he man. The hundred and fifty odd 
mil lion dollars is facilities , and then they say 
you will need at least six hundred million dol­
lars wor th of product, and they are ready to 
have you place t hat order, and nhen :rou have 
placed the order, they say the American manu­
facturer will want an advance payment of one­
third. They think that that order, before you 
got through, 1rill be over seven hundred million, 
because thoy say there are a lot of signal corps 
things uhich are not included. 

The British estimate of that is even higher . They 
gave it to us this afternoon . There is just one 
other point, ].Jo . Secretary . In order to dis­
tinguish this irotl the forner continental plan 
which Vfe used, to clarifl it in their minds, 
which is that the 50 mil ion which they pay 
do1·m for capital expenditure for creat ion of 

• 
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~.:onnet: 

Self : 
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Self: 

li.lf. Jr: 

Dell: 

H . ~:. Jr : 
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plant capacity is their eh&re' of the capital 
expenditure and their proportionate share of 
the ordnance items . Of the hundred that the 
n. F. C. puts in, they do not pay . 

Explain it to them all over, will you please? 

I was just hoping my interpretation of it l"(&S 

correct . 

I don't Jmo;;. I r:ouldn't £0 into an;,' more re­
finement because you are raising sooething that 
you didn't raise nhen the A~ \185 here . 

'.iell, i t seeoed obvious f ran their state:nent, I 
thought . 

\•ell, it night be, and it might not . I 11ould 
just - as I say, I em sugeesEing they ~et off a 
cable giving the British Goverrunent thl.s rough 
idea . I am getting off a cable to the President . 
I am not going dorm to the le.st minute thing 
because he can't understand what it is all about . 
He has got to take the principle . 

VIe can clear this with the Army tonight in de­
tail. 

~y I ask something, Ur . Secretary? 

Please . 

113 

Is there any decision about the capital e~endi­
ture on the air program, the 12 thousand al.rcraft? 

I don't know anything about it . This is the only 
thing that--

This was the immediate problem. 

l have given you everything that happened here in 
three hours, boiled do~n, as 1t affects you. No 
one said anything about anything else. I mean, 
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nobody brou£ht up anything else. But I repeat 
again that Ibis aoesn't mean that the picture 
is f rozen one way or tho other . It is just 
to cet over this hurdle . 
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(!ecth'td. f ro• Slr Pre4trlck Pbllllpa, Under Secretary of t.bt Brlt.lah !-re&' V7• 
t~ro~h Jrl\1th £obatt7 Deaaenger, at. 6:1; p.a., ~ce•~r 11 , 1340, by Xr. 
Cocn:ac 1a the Tr .. turJ, under co•er of • pereonal note) 

.i!l Control 111 tho UDihd 11:1ng4oa ot tl.Dano1al tranoaouono wU b 
~be en.mr reata on:-

l . Tile 'l'rad1ag With tho EI>OIIQ' Act or 1939 lllldar Whlchl 

(a) It 1a torb1ddol1 to han a:r t1nano1al d oal1ago w1tb 
the &IQ1. (Penalty up to a ev•n reere ia,prtaoDIDint) . 

(b) 'lbo 011..., 1a dot111od aa eDT State at war ldth tho 
U. K., azur 1D41'V14ual reaiden' in 11\ll:ir territory, 
IZq bod7 Of persona CUT11D8 OD bUiiDtll in c:t place 
(if 1 t is coutrolled b7 aD en.81J w:d1r tbl Act), o r 
&n.7 body ot persona conaUtuted or 1DCorporatt4 1n, 
or UDder the laws. ot a State at war With tb1 O.E.. 

(o) Teo Board ot Trade ""'J" by order • apocity• !& poraon 
in !!5t place. who then becoliiBI an ·~ w:ld.er the 
ARt. Names ao spec1t1ed are publiobad 111 a liat cao­
mo.Dl7 lalo11J1 u • the Statut01'7 IJ.at• . 

(4) Tile Board ot Trade Ill&)' by Order autboriu Inapoo\ora 
t o txud.l18 t he booke ot a peraon or ttzm in the U.E. •• 
8.Dd mar then, it neceaaary , appoint a Superri.aor rar 
auob buaineaa. 

( t) The property ot • enemiea• ln tb.l U.K.. JDI.1 be Tea ted 
111 tho Cua\od1u ot l!inlol7 Proport:r. 

2 . !'be Datonoo !'1nanco R"4Ulat1o11o (1uuad b7 tho Trouury) -

(a ) gin tho Treasury -•r to pron11t \be p&JBont or 
trauter ot t"\mds beloil.g1~~g 'to a StaU or r11ident of 
auela a State it t b.e !'reU\11'7 are aaUat114 tlaat meh 
State 1• e:J;pOaed to preawr• troa uotller State aD4 
1A oouequence aotton 11 beln.& t ake to the detrt.•nt 
ot tho o....aic pea1t1on ot tho U.L 'l'llio po•r hu 
'bM'll • 4• uae ~ in Ule eu• ot Ro\IDI.D.la, the Baltic 
Stat .. and Syria, 

(b) control tha p..,.....t ot tunda into &I1J toraip account. 
'lh••• power a a:re u.a1cl t or exohua• control purpoaaa, 
ODd are not deaigllad tor tho purpoaa or prnol1t1DS t1n­
uol&l tr&Daact:tona b7 p«raona rel14111t i n the OD.lted 
!1:111&4c:a with tho 811""'1: 111 auoh ouu tba r-cl.J tllUld 11• 
1n a oriainal obarga being brought oaainat tho poraon 
oonoe:rDtd , while ttnanclal tr@lacttou through the U.L 
111 th \be -GI7 b7 ~r._. ou.tai4.e • b• jv.l'1141o\1oa u e 
attootinlr controlled bJ tho o\bar pewaro detailed 
&.boT I• 

(b) 
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.ill Hio l!aJqty 'o Gon:rm:ent th:roueh tho • dtwo or tho BrHleh 
k:,buted.or approached the President or the tTai ted Statea on tht 20th 
J:q, 19<10 ·•Ub tho ouggostlon that U ""uld bo 110ot belptul u tho 
trnJ.ud Stc.tee OcrterDKDent could IDAkt, int er alto, arrangsnente to block 
all OeGiuD bale.nce1 in the United Stat••· It wu urged that auch 
action would greatly dtm:1D1sh O.nr.a.ny' a co pact ty tor agerasslon. In 
a subaequont moeaage on tbe 18th 1uno, tt waa auggoated that a atcd­
lar meoeuro abould be taken as regards I talian aeoota. 'l'bo UDder ... 
Secretory or State replle<l on the 20th or 1uno thu.t the co~eDBua ot 
opinion , otter moat oaratul consideration ot tbt poeatblo udva.nte.s,ea 
ADd dlandvantugea , had not favoured ouch aotl on. Nevertboless the 
cro•t iJiq)Ortanoo •lfbJ.c.h His Uajcsty ' a Cowrn.mont ettaobed to such ac­
tion lod thee: to raiae the utter e,gain in a.n A1dt~emo1re submit-
ted by tho -uoe4or on the 3rd 1u~ to tho Stato Dopa:rto;ont. 

~ I Wldo:ratood !:rom tbo Socrot017 or tho Treaou:ry tbot 
\be poaalbUltJ or treeziDg all toretp &IItts 1D the UDited States, 
subject to the condition that the OOYeont ot u&ate would be rrae]Jr 
.Uo.-.4 to trleZld.ly countries eight coce UDA!.r conald.e.raUon I have 
ucerta.inod tbat Ria la!ajesty's Cownu:ct woul4 in tact waral.y wel­
come aucb a propoaal With the proYito that general liceues lhou.ld 
be b-..ed allowing the tree diapoaal ot &lllta held by re•tdent.s in 
cbe Br1Uab ~ire. They _,ul.d be 1ntt1"81ted t o know tr ellrJlar treat­
:ont would be granted to the aeeete ot trleDdly countries, e.g. 
Ohin.a l.ll4 Greece. 

I bollne that the constderettons in the m.ind ot His l!ajesty ' a 
Oovernmeot arc that , tn addition to tho taot that tho dollar reeources 
ot the tnamy are their l aat big 1ntornat1onol reaor.o , repeated ex-
pori once boo obcwu that it is not eurrtclont to deol witb tho !Undo 
which they bold openly in any country • but tbat tho greater part or their 
roao~Jrcu have undoubtedly been tranaterred into 1ihe namoa or neutral 
cloW. In these clrcumatancea t.na 1D the ab1enoe ot apecie.l. les;ls· 
htion web aa enables Ria ~jeaty'• OoTerumet to d.etl. with neutral 
rtru or per1o:a acting 1D tbe t1nADo1&l 1ntoer11t ot tbe Celcy', the 
ODl:r etteott•• method would 'be to block all tareteu uaeta. subject to 
'he iaaue ot licenaea in 4es1rable caaea . 

If. 
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Deollllber 10, 1940. 

TOt The Secretary 

Ffi)Jl: llr. Sullban 

Hel"'rWith are two MIIOraDda troe llr. Blough c.-nt-

1ng upon the two articlee in the l'1nanc1al S.Ct.ion of the 

l!ew Yorlc T1ooea tor December lat, and the article in Barron's 

on lloTember 2Sth • 

• 

J 
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TREASURY DEPARTMENT 
1.19 

INTER-OFF'ICII COMMUNICATION 

04,. December 5, 194o 

l'r . Sulll van 

Two tnx itcmo of i nterest were cont ained in the F inancial 
snetlon of the lf01rr York Tloee for Decoll'l'bflr l , 1940. IJ:'hese were 

1 . "Tax R1ac 'li1peo out Gal no blo' Utilities• 
by Thoen P. Swl.ft 

2. 1Ch~olcal Trade J'aela T'ax »u.rciM• 
cy Kenneth L. Austin 

~th o~ th~ae articles state or lnfer thnt . for 1940, ta_~s 
t~·-< rlc~n dioproportionetely to lneone . l'oth Artlclu ere ms-
1• ! • In acvcral respects . The aaln r olnta which thould be no>.ed 

" " tha followlll(l : 

1 . "Tax Rioe Wineo out Gc.lns by Utllitiet" 
by Thoms P. Sftlft 

A. ! •)!!!!En of incr eas ed tax na,ymenta to lncreaaod i ncooe i n l 94o 

Tho nuthor of the a rticl e atatee that virtuall y every dollar ot 
' 1'011 rev~nuco "hich the el ect ric light and power cot>p!Ulieo h&ve e&rned 
t hla year fro• increased sales of induatrlel power ariaint: f r or.> t he 
-.oantlq; de<JBJ~d for war cateriale baa been loot to the" through incree.aed 
tLJet. 7he aourec of data eupportlne t hla ct at ecent Ia not revealed . 

~tlaatea of earnings of public uti lity coa~les publiahod by 
Stsndard St atlat l ca and cover!~ over 75 percent of t he el ectric 11ght 
&lld oo...,r lnduetr y , Indicat e that r.oao rnowea I n 194o will be 
32,264.0 ftill i on at ~nat $2,169.5 million In 1939, or an lncr ee.oe 
of $94. 5 mlll on. Incr eased tax P"7""'11tl ..... leaa than tro-fiftho 
o! 1ncrtaeed revenuea, the balance of the 1acreaee in ~roe& revenue 
belnc accounted t or by l nereaooo In operati ng oroenaea , depre ciat i on 
nnd prot! t . '!.'he Standar d Statietleo r eport dooo not Include o;rceoo ""'• 
prof lta taxco, but ot a t ee ~t t he oxceas prof1to tax 0 1a not orpecte4 
to h ' v" lillY material effect on enrnl~~p o f t ho cl cetrl o l.l&ht &nd 
power lndu.atry." • 
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The for egoing data on t o.xoo i nclude not only l ederal Income 
tax•• • but all other Fe~eral taxoo ))$¥abl e by electric comp.antea, 
lncl ·J<:-in;; the excioe t ax o! } • ) po rcent on oaleo or electrical 

120 

onere:;, and s t ate and local t axea. 'l'he article indicates that an 
ta·ortant pe.rt of the tu on j)U'bllc u t 111t1eo l c dl reetl;y a ttribut able 
to t ho increase In the J'edoral i ncoce t ax fro• 18 porcont to 24. ) 1 po.-. 
cent y Md tho <lllllufacturoro ' excloe tax of ) . ) percent on oaleo of 
t lectr1esl enarcr. 

It ahould be not ed that exclu taxee ""¥ be Incl uded ao a coot 
Ito• and recaJ)tured thro\lllh price ad,Juot:oento , 'l'h ll Ia part1cule.r ly 
GO tn t he case of re~ated induotrles ouch ao publ ic utllitiea in 
which tuco ere cono1derod in t he determination of ro.tca. It 1o 
nrobable , t herefore , tha t not only hao tho manutaet urere ' excioe t ax 
on aalee of el ectrtco.l enerc;y 'been included In tho coat of electricity 
to t l"'.e COJI&ur.er, but that roaenoa for other taxee , includi ng ineoce 
t!Ll< .. ""d J>roport;y t axeo, nre taken into conoldorntlon by 'Oilbllc 
atrvlce con=dsslcn• ~hen aettin& rates whieh would allow a !air rate 
o! rot•=· 'l'1v! ~ounto of t ax pays'ble 'by t he public utility co!:J>aDIU 
1"" t h• 1'1rat instance are , therefore , no indl eatlon or the acounta 
of tu actuall7 borne by tho<~. 

B. R~latton o! f eder al taxe1 to atate and l ocal taxea 

'he otattatlco in th~ a rticle appear to hlve 'boon derived in lnr~ 
p~rt from the Edloon Electric Inotltute Statietie&l Bullet in of Karch , 
1940. 'l'hlo bulletin, howeve r , dooa not contain Information on the 
relation of Feder al tax~• to total t axsa oai d by ~bllc uttlitiea. 
i'rog telepb>nic con ... rtatlon wt t h celllbera of tlle ot :>tlotical ata!f of 
the idt aon Electric Institute and reference to St~ St atiatict 
Alld ot her aourceo of l nforMtlon, lt hao not been poui 'bl e to obtain 
a br tU:down of to.xeo between h deral and elate aDoCl local.. 'l'be 
l t&toDOnt aade by ltr. S..1ft to the effect that l edoral t&Ue inereaood 

&ot> two-fift hs of the total t axeo oa!.d by public uUUtiea in 1939 to 
one-hal! of the to~al paid in 1940 would ' """ to be the writer' 1 

estimate. 

C. l!oncompara'blli ty of data •• 

! he ar ticle doeo not eontai b t~ caut~oninc ooto 1n the main source 
ot the author' • · lnforu.Uon, the St.,.taUCI41 ll&llet in bf the 141aon 
Electr ic Inotltute (!larch. 19llo) t o tht.eftee\ tllat \he ftg~U"eo fortP­
Yarioua :rears ue not coiiJ)aftoblo ~ of "Jourc:haa• fro• aDoCl aal• 
to IOIDJ.clpal or &OYorlll'lontal au.thol'itbe aDoCl 'beeauoe of Mr~ra aDoCl coD­
aolldetiona or of dt YOr o-..ta of propezUea inYolYIDC uUUt;r oerrlcaa 
other ttan el ectric, • 

I/ !he preeent rate of 111co•e tax, 1nCl1141~~« t ll'e 4afonae t ax, h I J>­
accurately otatod 'by tile author u 24.)1 per cent, 'l'he correct ,....,. 
ahould 'be 24 percent. 

• 
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2. •Ch .. ieal !rede J'oolo !ax llu.rdon' 
~ Xennoth L. Auotlu 

Tho hoa411uoo and the iaplicationo of tho article are to tho 
eff ect that increaoed taxeo are rooponoiblo for a dieappointlng 
obovlnc of oaruiuga iu the cheiDical Indus tey fer 19ll0. .U proof 
of tbla , tho author hao compared tho lucreaoo in Income In tho 
che011c&l lnduatey with the lnoreaoo In lnco .. 1n ouch 1nduatr1eo 

3 1 tteel, rnilroad equipment, metal vorkt. a~1at1on and automobilee. 
The author hl01oeU' , however, lndicateo th4t earnlugo of t ho chemical 
lnduatey 'have baen mounting otaadl4>' tlnce tho depth of t ho 
4oprooo1on In tho enr4o' Twentlee, and ha YI eurp&aood tho lovolo 
wich proniled In 1929 and proTioua yoaro.' It haa not bean pclll­
'blo to chock tho author ' • otatla t ica; hovoYor, It I a not ourprlolug 
that luduot r leo ouch ao otool, llblch ""ro herd hit ~ tho depr eooion, 
obov o r olotl vo4o' greater 1ncreaoo In profl t o thio year than au 
l uduotey ouch 11 che:alcala, the proflto of llblch v cre otead14o' 
1ocreao1D& all throueh the depreoolon period. 

Tho headline 1nd1eateo that lncrea ood taxu haTe rooul ted In 
lover prof lto for tho chemical induotey. A more co.retul r eading of 
the article ltoelf, however, ohowo that reduced prof l te are duo not 
oe4>' to lneroaeed t axoo but aloo to his!> rateo of depreciation, out­
lqo for expanolon , and mounting approprlationo for dovolopmant and 
r oeearch . 

Tho profih of the chamlcal iuduot ey In CO!Iparhon with other 
lnduotrleo aantloued in tho article for the yoaro 1936-1939 e.fl 
ohow 1n 1'ohlo 1. A e011parioon of 1939 and 19ll0 protlh for oolected 
chealcal, otoel, aircraft and eu\o=o'bllc collp&lllll 1o given in 
'lehlt 2. 

f?fl' 

. ' 
' 
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Table 1 

!lot lncoce o f corporati on• in tho che11lcal and other oelectedl 
indust rial groupe , 193& - 1939 

Number I Net Income lJ (1n million• of dcllartl 

lnduotr lel group of 19}& 
oomaniea: 

I 1937 19}8 1939 

c~""l ea l! 
24 194.5 204 . b u6. & 188. 8 

Stool end lrcn Z1 51.4 80.4 - 2.3 44. 9 
.et"l !,brtcat ton 14 L4.4 10.2 - 1. 7 8. 9 

11r:ra!t. b 2. 3 3· & 5.9 1·3 
All~o;:r) 1\el e.nt\ t. NCb 12 311.9 251.9 loll.? 216. 8 

!/ After ell chnrgoo and taxn. 

Sourc01 §J.and!lr c! ji!\rningo :Bulletin, September 194o. 

' 
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'la'blo 2 

CoJOPUhon of 1939 with ooU..te4 191lo aandnp lf pu co..,n 
ob&N of o~oclt tor oehote4 colll])aDioo in the chollllcal, 

ohe1, aircraft, and anto.,b1le inl!lu~:rieo 

1 hrc•t lncreue 

123 

I lottlaated 191lo oerD-

.Ur llelluc~ion Corp. 

.Ul1o4 Choaic&l 
Dow Cbellllc&l 
IW'on~ 

l:oDSe.nto 
Uo1ta4 Carbon 
Uo1on Carbide and Carbon 

.1Jler1C&D llolli114 llill 
:Be~belo• StH1 
Crucible S~eo1 
Inland Stool 
National Stool 
u. s . Stool 
Tcnm;:atown Sheet & 'l'o.bo 

CurUu-lr1&ht 
Douglao .urcrat~ 
Locldleoil .Uroraft 
Glenn X.. llart in Co, 
Jortb .berlcan .blaUon 
United U .rcratt 

Chryolor Corp. 
Genoral Votort 
l'aclr:ard llotore 
Studebalcn Corp, 

I 

Oh•1ca1o 

• 1.98 
9.50 
6.65 
7.65 
4,01 
J , 82 
3.86 

lli!! 

• .69 
5·~ 2, 
6.73 
5·71 
1. 83 
2. 50 

Urcra.tt 

• · 39 
4, 81 
4,011 
3·75 
2.06 
3·53 

!at oil) bi J 11 

* s.llll 
11.06 
.Oil 

l . Jl 

!/ Utor &11 ch&rpt &n4 taz ... 

• 2.50 
10,05 
6.11o 
1· 15 
, . 50 

.30 
4. 50 

• 1. 35 
13· 50 
10.75 
s. 75 
6.75 
9. 85 
4.75 

$ 1. 35 
15.00 
,.15 

· 25 
1 . 25 
5· 25 

$10.IIo 
ll.oo 

. 10 
1.10 

l ourcot 8t&n4aril larnl.l¥! JJQJ.lot1n. Dooubor 19ilo. 

I oYer 1 

+ 26.~ 
+ 5oS - J .S 
+ 1. 3 
- 12. 7 
+ 12. 6 
+ 16.6 

+ ss.ll!' 
+134. 8 
+323. 2 
+ 30·0 
+ lS. 2 
<t4J8 . 3 
+ 90.0 

+246.~ 
+211.8 
- 22,0 
~ 1J. 3 
- ~·3 + ·1 

+ 22.~ 
- 1.5 
+150.0 
- 16.0 
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J. S\lm01'7 of 1 MlAI.ah1Dc \he bceoo J'rotUo !..:• 117 Lloul J. :rro­
IJ> Jarroll1 o - loftllber 25, 191to 

J.. Tho tirot tax ••YiDC poulbllltr aftilable 1o to ~ a 
corporation to tho aole proprlotoroblp or U.. partnarablp fora of 
buo lnou orsanhaUon. !be doolrablllt,r of au.ob a chanp can bo 
dotor111lnod cnly by an actual coii!Parhon of tM total tu Ual>llltr 
under tho corporate tora and tho chanced tor• of b~olnooo orsanl•._ 
t!on . Amen>& tho tactora to bo conalderod botora talt:lmc ouob acUon 
oro: 

l. 
2· 

t 
5· 

6. 

1· 

'!'he number of otoclcholdoro. 
Their lndlYldu.al lnco•• frllll all oourcoo. 
Tho ootlmatad total tax llabllltr of a corporation. 
Tho ottoct of tbe dlotrlbutloll of ~lotrlbuttd 

proflto upon oteckboldaro1 lncolll ~ llabllltr. 
!be lncolM whiob would bo &Y&llable to tho share -

holdora ~or tho cb&J>Cod tono of orpnlsatlon 
after all taxeo. 

Tho taxable pin te abareboldera ~pon llq,uidatlon 
ot corporate aaaeta. 

Tho 1om1Donco of otlll bigbor corporate taxea ln 
y.,.ra to cou. Thia la eapoclallJr olpitlcant 
ln tho caoo of tho omall cloool1-bold corpora­
tiona. 

B. An &441\lonal donee for mlnimllln& tho ucou p ronto tax 1o 
tho creation of an &ddlt1onal corporation oopoclall1 whore llOW 
con tract• or apocl&l work io conto.platod. A apl lt-up of tho old 
ecrporatlon lnto aoYOral new co~aaleo wlll not operate to rod~e• 
tho total tax. 

C. Vhoro poulblo, aa aecoleraUon of lnoo• u ... IJ>to tho 
oArlloat yoaro aa4 a dolq of dod~Ublo oJIPOD4Uvoo lnto tho 
loco .. of later r•er• 1o llko.lJr to rodaco tax Uablll v . All 
lll~tratloll of proper Ullillc toUowa: 

illlppo u 1D a lou roar llaaP••• aq,~i~t wl\h a Yalw lo .. 
tha.o daprociatod coot waa dlopoaod of and replaced. A lou ro ... lt­
lnc fl'OII tho tale of ouch aaooto 11 dod>lcUblo 1A tllU b~t lf tbo 
tupayor amo .,.cb a aalo ill a lou :roar be dorheo no bonotU 
thorobr boc~• of U.. lack ot ottootU.DC taxable s.-111. It • 
tUJ>O;ror wore to trade 1n tho nld erdJ!IIIa\ 1.D part p&TOOat tor 
tho JtOw, no rocophablo J.¥• voul4 roov.U; howo•or, tho udapr ... 
elated oon of tho old propor\7 can bo adda4 to tho caoh pold ill 
tor Ulo now and thio to\al &80'11.Dt wcul4 tholl tor& tho 'baala tor 
tuturo 4oproc1atlou d~Uou. !be taxp&Tor would tholl bo tvulabod 
wHh 4o4uUolla whoD U VGII14 do hla Ulo ao•• ,...4. 

Regraded Unclassified



C· 

-

- 2 -

o. I t mar be dooirable for oogo corpor aUono to diocontl.nua &nT 

prndlne; rcfWid claim• affecting tho tax )'111\l'l bo£i1Uiin6 in 1936. .a. 
•ucceooful proeocutlon of ouch cle.imo mi dlt reduce be.oo per iod net 
inco~o and consequently increase exceee protita net income with the 
r.,ul t thnt tho additional taxee over a poriod of r onre 1418l>t con­
cld• rablr exceed th o r efund obtained. llhoro ouch refund claims a r e 
bt.t1od upon doductiona for l oaaea arlalnt out of f iree , atorma, 

125 

t heft o r othor cnouaHiea or l o04r-tor111 capital lonoo or t ho abandon­
oon t or domol1 tion o! property , ouch clnl mo nood not bo dhccntinuod. 
·'• renoon i o t hat such deductions v i l l not r oduco t he average earn­
In s for the b!loe perl<>d. 

A rcfWid claic baaed upe>n a depreciation deduction mar not oalr 
.. luco Wtol• FOriod earnings but it mar affect l nvo otod capltel aa 
voll . '!'he qantlnt of such a clola would roduco the acCIIIJillated 
c~rnlnr.o and pr ofits of a corporation a t tho bot1nn1~ of tho first 
oxeu• pr~dto ttu: rear and thuo lncrenoo tllX llablllty. 

~ re-e~lnatlon of the taz r eturns in the base yeara may reduce 
comt.anr ' o tax cooto 3fter i t takes appropriate action . Since mo• t 

eompan1et oro norm&lly careleae about deduetlone in l ose ;years , a 
cor l"ection ln one of the base yeuo 1M3 mo.ke a tu'betlUltial di fference 
1n the avor ngo enrnint:a credi t end current exeeee ~rofits tn.x. W.aere 
• <0!11!'~'11 hnd one l one year in the Wt.ee period . it mey be that some 
deductions ~ore taken l n the prof it year& ~hicll propor lr belon~d in 
~he loan year. Wher e there were two lose year s it 00¥ be possible 
lhnt the uoaller l oss can be decronsed M 4 t he l a.re;er one increased 
b;: 11 rN\ooi~ont of daductlone. 

:!' . Corporation• should tue advBJ>t a,;<o of the opoclal relief pre­
Yh!on roltlt lnc t o certain trpee of unuo\11\1 and noarecurring !nco""• 
B~ oprcadinc receipt of toe parcent of a Judaaen~ claiQ or award end 
lr.o receipt of divldeade on stock of fore1,n corpora tions other than 
perooul holding companlea . it 1a pooolble t o incree.oe the baoe period 
cret it a e vall sa to reduce the current year 1a exceae profits incoae . 

Regraded Unclassified



126 

Juot tor rour iD!onaaUon, tho •orniDC Mil, llolldq, Doc•ber 9th, 
coo\n1nt4 13 l o\\ero in t a:'for ot hel p t o Groat llrl.tll1D., Nul 79 oppooe4. 
~oro voro tho uoual D\llll>er of abuoho poot cU<!.o , anoJl711oua aD.d dcno4. 
'All Aao,.i can•, oto. MnnT of theoa let\oro aro intolli gen\17 vrl.\ten 'tr7 
rooooodb!.o c1Uuno vho uood t holr buolnooo lo\\orhoa4, 1!.114 vrcto, a\ 
ooao length Np.rdiDC the 1ntornotlont.l oltuaUon. 

!be follovl,ng aro 101110 brio! abotraeh vhlch ca.e trooo thlo ~ 
~1 d!UY!J'll 

Uloo lloanor •• Hoodler, C,..eoklll, Wov Joroo7, luture of U, S, looko 
black if Jlnglud looeo, Su«geo\o Secretarr uu all hlo povor tovord 
txtond,lng credlto !l:ngland aoke. 

1(, I , 8\ovart, Stewart Oil Coap~U~T, f71or, !uu. SUc;su\o vo aegotlato 
Y1 th Groat llrit&in tor tho purchaoo of llriUoh Oulana which to rich 1n 
Bauzito, (t.l\lllin,. aD.d .aDpn••), ..,d o- otbor Weotora l!n1opllero 
poooeoolooo for tho _, of 11ldobtoclnooo tbo7 o.,. the U, S, Wo need 
\o bolp Oroot Britain .. ,.. and tutor. 

! ooolo llahoa llalo7, Loo ~leo, Callforulo.. Approcl.atoo fino ....,.or 
ed otatu .... ohlp ohOVD 1a ..t.1nlotraUon of atfalro of our !HOOU17 1>7 
Secrotarr. Oroat Brl.\aln 1o a "&<>od J'lol<•, t1cM1DC tor our ldo&lo, 1lbT 
burT coU &t J'ort lllo:r thot could bo!p thlo CJ'Ia\ pooplot 

an. JohD o. l!llgero, !be lletbo41ot Cb.uroh, lloJlcor. Mal». bcordo 
poroont.l approctatlon of vbat 1o boiDC doDo 8Dd vbat ho hopoo will be 
done to opood tlll&llclt.l and othor aid to Gnat Brl taln. f1H tor action 
h IOV, '!'bat o..,tl•ont to o:rprooood 'tr7 haot.lf and 2, 000 pooplo, 

Kro. ICarioD 11, Soldatl, So. Jrorvoo4, Qdo. It lllgl ... d ..,4 Chill& D.Ood .ODI7• 
ciYo It t o tho., "llbT c1n too 11\tlo too late•. 

1!, D. llarob, IJI)S, Chico, C..Ufornl o.. J'aTOI'o .-.rppert of lllgl-.l - ta war, 
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Decoa'bor 10, 1940. 

g0 nry Lorch, 'l!onatl;r, lew Joroo;r, Qu .. uon <I aid to :Sri tain 8Jld her 

al lioo cauoing writer .uch concern; feelo otrongl;r that thoir need io 

10 qoat tbo.t 0111" help 1111ot 'be cono1dera'blT incraaoed, 'l!he;r need 110re 

onrage doot r07tro , treigbt-carr;rin& ohi p o; naTal perUcipation h• conTo;r 

... rt ....... plan eo, cun• and llllni tiona of 1111 ldndo. Let u rep&lll l t cio­

latlon that i~dea our free and o;>ontnneouo aid, 

A. L. sutherland, Groat J'lll.lo, MontMa, llri t ioh Oonrnaont could htue 

5 or 10 billion We s t Indioo Soverigo llondo, 10 :roar aaturitioo, whioh 

11oll Street financioro could underwi te, Md AJOorican 'bankoro oubocri'bo 

aone;y, or it vorot ohould happen, tl, S, could bo.Ld Weot Indioo under 

ll:riUoh-,.llowod recoher; ooll her h :mdlatol;r 100 aoro old dootro:roro, 

Zarle G. !!ocero, llichon'burg, ArizonA. SUggooto U. S, arranr loan t o 

England, tocured 'by the pooooooiono upon which wo haTO oota'bli ohed 'baoeo, 

our Oovornment to occupy and govern WlUl loan vas repaid, 

J , B. Thieomon, De¥ton, Ohio, "You in llaohington ohould go a little olov• 

In loaning =one;r t o Groat :Britain until debt ia oald. 

Adrlnn Van !Coulon, Orand lla!>i do, Michigan, 'l!hinko h&land baa 1m1>i U ptod 

neTYe to want t o borrow aore money. C.O't unders tand where ~s. Jonet 
or Secretary goh tho i dea EnglAnd 1o good var riolc, 

FrNlk v. Patteraon, Taldma, Vaahington. Ia Ble.rmed O'f'tr Secretf.\1'7 11 

otatemon t coneidorlng :Sri tloh Empire to 'be a 1good rhlc1 for our 110no;r. 

Doeo not 'blamo Secretary, 'but 'bocauoo he boldo oatooeod poaition in 
All:erlcan Oonnuoont, thinko Socrotar;r'o vordo and acUono earr:r voip t. 

lirHor aod hi o friendo vtiDt posHin and concreto aa_.NICO that tr. S, 

will not enter war, 

Wi l lette O, Saanton , Portland, Maine, loop Johnson AOt In force: 
Ia tho aentiaont of people ot Maino. Aeeriea dooo not want war. 
mot 'be no g6111'bll.Ag - no riolco , good or bad - with tho mone;r ot 
.lcorican pooplo or t ho l hoo ot Doric.,. •n•. 

that 
0Thoro 
tho 

P.uoull !ho.poon, M!ui :Soech, :norida. Can ODl7 ooo financial roJa 1t 

Socretar;r 'boliono that •AA inoUtu.Uon tbAt baa dafaulhd 1D ita pay­

aent or principal and 1atoraot for •oro thaD 8 ;reuo, end nov ont1rol;r 

ignoroo 1to obl1t;&t1on, 1o a good rhl< ror tho Aeor1oan Oonrnaont• . 
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n.oa !'o.Ulo, lev Yor k Ci\7, 5117• tlcuroo ollow lllcload doll DOt ....a 
aid before l ..... 'blr, 1941; hcJ.oad JII'OYid 'f)OOr rtol< 23 ,.oro 8CO tad 
11 ""POorer rtolc at pretont•. 171ltted Statoo ..,., DOt lot• 1>o71 vbo 
will follow to protect loeao. 

128 

RoY. J'rN>Oh P, Donohoo, Monroe, La.. Rank ead tllo ot .blrtcan people 
art oppoud to 8A7 aid to J!a&land -- 1do not ovo the :Brlttoll eATthlnc .. 
ucepl a ltlok1 , 

Ralph lf7ort, 11 Dorado, Arlcea..... Oppoeoo aU to :Brltaln until :Brt tala 
pqo old var debt. It •1'1P'"theUo vlth :Brltala'a ceAOo, but l>ellaYOo 
oho 11111 U, S. , al....,a baa, and tbat u. s. ohO'Cild be cold bloodad. 

Joe l!IU'lotch, Chicago , Illtnolo. "Dld :Brttaln ~ 111 lut tlJMt Do 
TOll. thlolc aha vlll thta Uaat VhT clooo tbo latt -t wart Who ~a 
Tour oal&rTo 171lcla Saa or John llllllt a 

I"i"' Aaclur, I.orac Iolancl CH7, 1. Y. Oppoud otr""ClT to 10&!1 to 
Br1ta1a, :Bellona that loan to :Brltaln ..,uld tanltabl7 lead u. s. 
into actual coabat, 

Yaltor Scott lett, Aaorloan ,..,., Moblllaatloa- Prodortok MTera, 
lfnU oDAl Mort tlae 171l1on - DoucJ.ao MoiCalloa, Trant port Workera - JOeA 
Horlt , Youth Coracrou - Rope St ... ont, latlonal locro Coracroao -
Btraorcl llarlcaY7, Jevloll Poaploo Ooatttoo, lw York OU7, allld a 
tllocru vhloh ooadano oxtenoion loant, u oro.U h h :Brltaln vlll 
briJIC aat1011 to brlnlc of war. Dftand ap.n boartnc and full Coracreulo-.1 
doblto, 

ltbol llaYh, Jw York Cl\7. Oppo11o 8A7 obup ta John•• or Jntralltr 
Acto. :BolloYOt lO& to :Bri tala ~ w aiMt one •- etep ..,.. 
dlroctloa ot war•. 
lraut Pro7, Pithlnlrdl, Pa. '""' •111111,. Mor..,.tha1 o ....,t• opleloa 
that :Brl\ata to a cood t11l8Ac1al J1oll. ..,.. JlrUata wtu, lna\ 'loop llr. 
l!or,.atbaoa to rooOYOr hto •an-. 
l!, C. Shaw, C...'Drtdp, llua. OW. !h4t People• vpntl7 protoat 1117 
laYolYo..,.t ot tho u. s. ta torolp varo. lxl*lh otttolalo vo pnt ta 
offlco t o bood our dlaODdo, 

V, ll, lloptoattoln, Grabill, Indl...... 0-\ .... oortl>e to Mr, Moraa­
thallto novo thot IIDclead 1o a coo4 rlok, d,.. to tbo noa-p8111at ot peat 
clobh, l!&o ao obJooUCII to uldnc hrtbor 1- to Groat :Brttaln, lNt 
vltb tho underot&D41nc that \bo7 .,..t 1>1 ropald, SUU.•h alto -t a.. 
oontlclorattoll be ctYOn to oar dot..,•• procru oo \bat U vlll not be 
~lei or l..,alnd ln 1117 ...,. on aoooaat ot thlo 10&11 to hclllll4. 
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!(o.or81>4118 tor I M Socro\81'7 • 

Palpb Lohlmor , Dubuque, Iowa, l'indo 1\ dittloult \c iupne ~ 
o441Uonal crodHo t o Great Br1\a1n could bo oono14orod •a good r1ok•. 
Ad•ocatu thAt no ouch loco ahould bo II&C!.o without hor plodgo ot IM 
lo•totmento that oho boldo in t bio countr7 ao collateral, 

Rar=on4 w. Clark, Glencoe, Ill, Exprooooo bio oincero appreciation tor 
Hr. Hor~nthau1 o ney f ino publ1o ooi'Tioo. But, lo, for one, nbaolutol7 
oppotod to All¥ ohengo in tho Johnoon Act prohibiUng loano \c debtor 
oatlono . J>o••• Br1thb illtluenco and pi'O])S«tlllda ant1rol7 oolthh and 
v1. thou\ regard to eonoequoncoo to our countey. 

Oeorp v. Mear\s, llev London, W1acone1n. •.&.DTon.e vho aaya ~and ia a 
4:00d Fre41t rlol<, alter whAt \hay 414 to uo tor t ho loot 20 ;yoaro, obould 
h• .. h1o bead ,.,..lnod. • 

Ch<!.rloo .&uguet uo Potr1Qg, Brooklyn, !low York. sue&oeto t hat Britain 
quit cla1• all right, t1 tle, and lntoroot t o and 111 CaMd& to tbo U. s. 
lo owrociatlon of our aid. 

Gerald Blauk, IUlvaukoo, lt'hcondn, ' Britain 1o a holl of a rlok 1• 

Mro. J. HaWihorot , Cinci nnati , Ohi o. •rou Amor1can-Br1tieh 1\l"o a pain 
lo t ho neck to we real .lmoricano•. Protooto aid t o Britain and auggeoto 
thAt IntoroAtlonal Banker o ond Mr. Kor gontbau loan 1\ p oroonally, 

I. L, DuVall, Lena, Whcono1n. The .laer1can pooplo t ool that thq are 
CN'J')IIng a boay;y burden a o 1 t h now, v1 tbout addl114 t ha lean to llngland. 
£"4l&Dd h boaton 10 there 11 no uoe to throw tho tup~Q"oro' mono7 a¥&7 
ao thor will nour r op&T 1\, 

llr, Olaronco S, Yo~troa, Madloon, V1ocono1n. Db spprono ~ oxtanoi on 
ot er tdllo to England, l"eelo thst vhan Brl tain 1 o ill'foot .. nto are uaod 
111> 1D tho U, S., 1t 1o then t lao t o conoidor orodlto and then olll7 1t 
ZnglNld llae a chene o of v1mo1ng tho var. Doeo not thiDk her a good rtolc, 

V&l tor !, DMn1h, low York C1t7. Should not da! enoo ot our Gonrn..at 
t ake procodenco oTor noodo of contendi ng na t1ono1 Should our ~ro 
bo required to 1ncroaoo tu burdono t o oxt ond oro41to t o dotaul tlq 
M tionot 

.t.rnold P. Xollor , 11t1ca, !low York. Thlo 11 not Uao t o unloaob op1r1t 
ot revenge and t o 1aploaellt H b7 DhCU.idod oont1aontali111; wbT not 
follow h eJ,and' o own biotoric courao ot abooluto roalh11l Dooo no\ 
1 \1641tt1on or loaning mone7 to a baoo and uncoDoc loDablo dotaultor 
border clooe to 111o-appropr1a t1on of peoplo1 o tundol 

• 

Regraded Unclassified



:1.30 

- 15 -

n.ee11ber 10, 1940, 

letber Stealey, Clarlcolmr,;, Veo~ Virpnla, Let Br!Ueb pq for their 

0., var. Sick of Br!Uab c!ollination. Settled once 111 176 , ..,.t ,. 

eattla It ~? 

lrrtn& Brow, lev York Clt7, 11111111& to 'briJ1& poor people of El>cl8114, 
Jrelaocl 8.11d Seotl811cl ~o America 8114 CaDad&. bnt wouJ.cln lt gin one eli .. 
to Houoe of Lorde. If 70u han to throw 11one7 awA1, ~brow 1t • ....,. to 
poor people ot America, not to Int ernatlcm&l !enkera, liar nteran, 

L. L. Ber~~orcl, St . Louie, Mtoaourl, It the Seoret&ry1 a real opinion 11 
t ll&t Great Brl ta.ln 1o " s ood 1oM riolc, we ban a poor Secretary of the 
Trauury. Advise tho Secretary to t alco a vrltten lien on Great Br1t&1n1 e 
'Iuter~~ !!eadephore ponan l ono 1! anytbia& h lo&nad tbe.,, 

~. R. Zahl::m.nn, lev li&YID, Con.oecti.cut . The Secr·et&ry hu his nerTe t o 
tin tWA¥ more o! tho tupo;fara 1 :ooney to l!nslaod. Ve are ADerl"""a 
aDd not Br1 tisb. If the S.cret..r; v1 shu to help tbe:o, so there h1Dialt. 

1. A. Potter, !lev York Olt;y, Tlw eame old propac&nda fr .. the Britllb, 
Let bar WJO her oocurltl .. flrot. Attar the var, which Britain vlll 
vln vith our auiotanee , Britain will ""'" " t errific oo•erclal war 
vltb tho United Stl\tao . 

ltlcb&rd '!', SheRban, Brockl.7n , !lev York, ~ abculd tho Secretary care 
l f tho •oan v1 tb the boa • eveata and goea hUDG"Y 111 order to gin .... 
billion• to !nglond, 

l!lcbael II, Killer, Jr., P!ttelmrctt, Pa. lllgl&lld h 110t and baa """"" be.,. 
a £004 war riak for U, s. Str o"Cl7 protoato lo8111 or creclito to Br1t&111 
or other bollisere11ta, •1 don 1 t VIUlt rq ccuntry to .utter econollic 
deotructlon whleh would 'be oelf-lntllc~ed becauoa Toluntary and unnaoooaary• . 

!(ra . M. Ooaa, St , Louie, M.1aaou.rl , Repea.te Pret1dent 1e etat81DIInt tbl\t U. l . 
so to var only If attacad and otatu ~bat we IIIUot not aid E~land arq 
turtbor beoaueo i t vlll be war, Wnnta to lcnov whT Pr11iden~ -~ Soutb 
vhon Sir Pbillipa wao collins to U, S, 

Charla• v. Spien, St . Loula, Niaoouri , Doea not faTOr aid to En&l•4 
bacauoo It •an• putt illg ua Into the war. 0 11lcl<UI4 dou'ble-cronad ua 
la the Vorlcl. Yar anc1 v!ll do eo ep1n •. S&ya people in t he t aact1o11 of 
U, s. are not in a7WJlAthT v1 ~ our torelsn pollcioa or the ""' in which 
tho7 are hlllldlad 'b7 Vaebington . QUote• latter troa Pol\ Di~~ a~tin& 
that llnglalld can 1 u n PST• 
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l<ho Anita Hauck, Sco.rodalo, lrov York, •stond fif'lll7 ..,Unot ~TlllC 
cre4Ho to Great Brlta.lD 11 "Xoep t ho JolmooD Act llltaot, • 

Ki ll Bert hA Solie-Cohan, Pholl11x, ArhoDA. ~oto Brl Uoh pl4 &114 

oeC".u-1 tloo ID the u.s. an4 Canada bo u .. 4 u Jl8111ento , or part _..to, 

of the World Wor debt, Would pl aeo her 1ft a pool tloD Yhoro hor ero41t 
would be «OOd and borrow!~~& would bo legal, Hight er ... te WN"Mr tool ­

In;: tovord Britain. 

• 

• 

' 
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TREASURY DEPARTMENT 

IHTE" OFI'lCE COMMUNICATION 

ST!UCI'LY COliFIDOOIAL CAT& 

fO 
~cntiU')' 16orgentb&u 

f,tr. Klaus 

t.ove.•bor 19. Jlaent•e r.port conoornlll& Gel'IIAll1 t\ln4e in Nee Yorlt City obon 

u•aosoct lone ln tho Jl'U")bO•o of Si-• and liolelce bonde trom International 

:;e:or..t lectric totali.na onr $5, 000, 000 end prorldillfl ooaaiaoiono to rof'll&­

lt t ,u country ITelcob Goldoohll1dt, tor.er Berlin benlcor, and other uoociatoa 

10 A • • • B. IWllerlolln Corporation , operotlna hero and iA llr.rlco City) u wall u 

., ~olCg"'lff von Glbera and Hormann KollJcar, lrbo ban bean oeooc1atod with 

.r...oU Bornstein, fo""'r bead of tbo BarnstoiA Linea now a ship brolcor at 17 

!lott• rt :•lace . There appear to be iAdioationa that Kollaar at l eaat 1e tied 

'P wltb t~e Conaan oep1onago aorvioo . 

t<>vo.~bor 20 . Agent• a report conoorning Italian fuAda ehon, llliOil& other 

thll:ilt, e working arrangOOlant w1 tb tba New York State Banlcina Dope.rta41Dt to 

( ~a.,_tce ' rtillsactlone 1Jl Italian banka iD the cou.rae ot rou.tlAe eyaa1nat1one 

r,y !.eit York 3 tt:to Bank Depa.rt.aa.ent repreaentat1Tee. 

r.-co:bor 6 . 1apoca80 buaineee houees 1A Seattle are laid to be soorotly 

e::de<l•orllli! to borrow =on~ trca Seattle benlca. 

DeoOlllbor 6. Harry Bridgoe end tho COI!II!Wlilt ? arty are ea1d to be ondoel'Or­

ll:il t o ovortbro• tho A.F. ot L. Iutornctional Longshorooo.en•s Aeaooiort ion• e bold 

con.; tLo 5rooklyn longohor- and a atrllca ~ be expootod. 

Dec~Gber 9 . 'l'bo C..l'IIWl Consulate withdrew t9,000 111 tro billo troa tbe 

~orino Ml dlund TruJJt Company, ll'hiteball Branob. 

ffc 
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TREASURY DEPARTMENT 

INTl!lll 01'1'1CIE COMMUNICATION 

DATil Deceabor 10, 191to 

Mr. Cochru 

Rogloterod oterling tranaaot1ona of the raportiac b&Dka ware aa followal 

Sold to COOIIItrcial concorna £14),000 
Purcllaaed froa co...,ercial cone orne £ 95 ,000 

Of 1111 otrrllng aol4. £1to,OOO waa boucJlt by tho Poet Office. 'lho r.-iniDC £10}.000 

vert uae4 to p41 tor the i.rcportation ot tin &Del Yar1ou• othel' oouodi tie e. 

In tho open mar~ot, aterling vaa unchanged at 4,0)-J/4. Tranaactiona of tho 

ttjlOrllng bonko vera aa followu 

Sold to co•ercial concorna £),000 
PurchaaK fro• co-ercial coDeerna £T .000 

( Tho Canadian dollar , vb1ch diap1 ayed ao•• waatnoaa yeaterdaT afternoon attar 

baYing r emained ata&d:r at about 1~ dtaoount for 11ore than a month, continued to 1oae 

~·~ toda7. Jro• an opening of 13-3/16~ . tho diacount widened to oloao at 1~1/~. 
It,.., reported that a Clenland bank' a atta.pt t o tell 100.000 Canadian dollara in 

llt l ow York II&J'ktt vaa cainly reoponaible tor tho decline in tho rate. 

Tho Cuban pooo dhcount , which hae been quntod in tho nat&t>borhood of &-1/2'/> 

41tcount e!nee tho beginning of Doeeabar, widened ah&rply to clott at 9-5/8'{., Toda:r'• 
tOn:tent probably reflected tho reaignation of Dr, Jraga, Cuban Ambaea&dor to the 

U.llt4 Statu, announee:nent of which vao coupled in il&'fan& vtth d1ae1oauro that tu 

Cuban go .. nment had ordered hoao for inetruntiona part of Cuba' a epactal oconoa1o 
a1uioA here. 

The other c:urrooci oa cloaed at followa : 

SY111 franc 
Svotiah ltro ... 
bioh.-rlt 
Lira 
Argentino p .. o (free ) 
Jrao11iea ailroio (tree) 
Nezicea p ooo 

1 711&0 rate of 5-15/1~ waa r eoai•ed froa 8hoogba1 thta •oroiDC• 1/32; btlow 

('tl'r4aJ'a lntl, 
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( Yt ool4 t l.lOO,OOO 1Ja colt \o tile lat ot \Ito~ lepUllo, 

,. Ill -ko4 aceo""t• 

ro 0 .., r:ol4 oapcnteJI\1 wore reporto4 to "' todq, 

Tho report of Doceaber 4 uco1To4 troa tb.o rotoral a.""' Juk ot low York, 

pYIAC torelp ~ poo1Uoao ot buko AD4 l>ukoro lJo Uo tlotrlot, rwoalot U..t 

Ill• tottl poo!Uoa ot all co=trl .. vaa ohort \llo oqulTal•t ot $9 ,1!11,000, u ....... , 
o! 163,000 Ia tb.o ohorl poolUoa, lot ob.&Dco• wore aa toUowoo 

eo .. t !',l 

s.p .. , .. 
1vopt 
Ctula 
!.ot!A .I.&H iCI 

Japu 
Olhtr Ado 
.Ill otbero 

Short Pod Uoa 
l oY•bor ?I 

t 111,000 (LoDC) 
}oS70oOOO 

SS .000 (LoDC) 
317,000 

~.46o .ooo 
1•}76,000 

Sl,OOO (LoDC) 

$9. 74}.000 

lb.orl PoolUoa 
Doo•bor 4 

t 59 .ooo (Loacl 
} .95() .000 

u .ooo (Lo~~&) 
}62.000 

4.;!96.000 
1.}47 ,000 

71+,ooo (Lo~~&) 

$9.su.ooo 

~ lJo lb.orl 
PoolUoa• 

•• 52·000 
• so.ooo 
• ~·000 • .ooo 
- 16 .ooo 
- 29.000 
• 1·000 
•$ 6s,ooo 

' Docrtau 1o ohort po&!Uoa, or lDcroaoo 1a lODC podUoo, lD.Uooto4 '117 abu (- ) , 

lccreau 1o ab.orl poolUoa, or dooroaoo Ia lODC poolUoa, 1D4lcoto4 '117 plu ( e ) , 

( Cotblu4 potitloo In roclotero4 AD4 op.,. Mrktt oterlJ.Ac, 

!'hero voro no colt or olhor prlc .. rocohot t roa J•llq tQbr, 

Spot oll\'or lD Lon4oa vaa f1zo4 at 2)-l/164, up J/164. !b.o torwort q1>0taUoa 

n o 2)4, aloo up 3/164. !b.o dollar .tqulYal•h wort Ill,"' aa4 ill, 7~ reepoaU•IlT• 

ilaoo!T &D4 ......,,, .. ttl•oat pr1.,. for forolp o11Tor waa uncb.~ a Y..,)/~. 

lilt freaeury1 o pv.rob.ato prloo for fcrtip ollnr wao aloo WIObowc•4 at ~ 

V. 1114o !he pvcbaaoo of oU Ytr \otal1DC )50.000 011110 .. -'tr \llo -.w 
l'orchato Act • all ot llllloll coao1oto4 of aow prodi>Otlpa t'roll torelp -~, ta 
lorvoN 4elhtl'7o 

CONFIDENTIAL 
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TREASURY DEPARTMENT 135 

INTEJt OFFIC& COMMUNICATION 

DAft IJ.c•l>er 10, 19li0 

Ill' , Ooc>braA STRICTLY CONFIDEN TIAL 
fh• Fodoro.l Rooor.,.. :Bank of li1ew Torlt reported tho tollowiD& tr-Uon 1D. 

the acco1111t ot tho Oro41to ItaHuo, llew Torlt, •1nt&1no4 with tho Chaoe •uo-.1 

n.u 

Ceenber 10 

Allount Deb1te4 

$ 264,000 

Pt.14 !o 

Chock to order ot :S1uori& Co., 
loc., ll, T. , depoo1to4 wi th Cbaoo 
U.t1oll&l :ao...k, ll, T. 
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(/ TREASURY DEPARTMENT 

~ INTD OI'Pia COMMUNICATION 

-~: __ DAft 

,., .. lit, Ooollna STRICTLY CONFIDENTIAL 

!be Jt~ral 11 .. ene llr.alo: ot •• Torlt repOrted tbe tollowtac i,...._Uoae la 
IWIIUI accoWih ala\aiud 'liib ibe Cba .. laUoul laalt, 1 .. Torlt., aat iba •uolllll 
C!tT 11o.Dk, low Torlt., 

$ 21~.000 

~ .boouat Deblhd 

c. ....... 7 $ 25,000 

Cla .. ••tual Jaak 

J.cooun\ Debited 

J&Dc>o 41 lap0U !rv.at Co., Cb& .. •uo-.1 llr.alo:, 1 , r. 
I , T, tor IICCCIIUii ot CratiiO 

UaliaDo, I , T., tor 
accouat ot Cratito 
Italiaao, ao-, 1>7 orUr 
ot Itall.aa I~~aUnte ot 
:&mb&aca 

lattoaal 01t7 BIIDk 

J.co"""' Debited 

Crati to ItaUa110, I, T. 

Paid !o 

Olaraa\7 !rv.ai Co., I, T. 
tor acooui Oil Cratite 
rwueao, •.r • 

• 

• 
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TREASURY DEPARTMENT 

INTP Of'PIC& COMMUNICATION ,1/0 
SOCl'tttJ'7 llorcontJ.u 

Ur. Ooohral1 STRICTLY CONFIDENTIAt 
'rbo ro~ral Reoorn l!alllt ot lrow York r oporto4 tho tollowinc ~I"AAloacUou 1a 

lllt aocOUilt ot tho Stato l!alllt ot the tl', S, S,R., lloocow, •111~1no4 with tho Clu.rall\7 

'"''t o.,.,.At, }low York, 

-

.. 

Omoo llaUonall!alllt, li,Y., 'b7 
or4or ot Cooka l'run7aloza l!aalla, 
l'raca.o, 'b7 or4or ot llaro41l1 
l!aalla tor occoll.llt ot Csooq a 
llora...., ' Prase, l'rapo 

Gaarant7 Trv.ot Oo. , II, Y., 'b7 
ord.or ot Sllall41n&Y1oka Janlton, 
Stookhola 
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IIIPAR!ME!i'l 01 S'!.U'I 

ASSI S'l'J.l!T SECDU!iT 

Sn!IC'i'LT COliFIIEJi'j!UL 

Mr. ll<tr l t Cochrane - ~ •• .....,. llepertmont 

In COI:Ipl1Nlce with our toltphoD.O C011YOroot1011 ot tbia 

morDiDC, I am attecbing boroto tor TOur cont1dont1al 1ntorma-

Uoo a copT of a contidelltial doopatob dated November 29, 

l 94o, tro~ Rio de Janeiro, Brazil, concerning tho "Dollar 

Account ot The Italian Government With Tho !ank of !ra•11." 

Attacboent: 

D .. patob l!o. 3939. 
llovembor 29, 194o, 
tro• llio de Janeiro. 

(IDiUalod P.!.L.) 
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111o c!A .J..,.iro, Brasil , lio.,.aber 29. 19llo 

J•. 3939 

SubJect: Dollu Account Of 'l!ile Italian GoYornment \IHh fhe :Bank 
Of :Brasil, 

(COK:t' I DE IITIAI. ) 

~· Honor~blo 

~· ~ocretu7 of St o.te , 

Sir: 

1 brvo t..le honor t o r efer t o the ..mbauy' a h 1ocru l:o , 6os cf 
l:oYt::l.or 21: , 6 P·•·, r egarding the dollar occount of t he Italian GoYOrna:ent 
vl t .. tba Et.nJc of Br azil , t.nd t o r eJ>ort t h a t, on lf,Y&aber 27 , the Bank of 
orrdl roeolvod an a<\.Utlon&l depoolt of ~1 , 500 ,000. 

It alian trenafora t o the Bank of Br aoil during tho week of noYember 25, 
totrled .5,031 ,393. fhia ewn, together with t ho ~5 ,071 , 582, 15 , vhleh the 
ltrl !nno hod provtouoly tr~~•ferred t o t ho Bank of Br noi1, 1ncrcaoea to 
•10,10?,960.15 t he d?llar account of the Itsli&D Government wHh the :Be.nk 
or Brc:1l e.t l'r oaent . T"nio e.mount doell not incl ude tho $2,~ ,000 
(u.s. currency) broU&bt to :Br azi l by two Italiano 1~ot vook (p1eaae ••• 
tr.• llopertmont'o te1egre.ro 1;o, 381 of llovember 7, 8 p .m.), 

'l'ba !mbo.aay 1a Informed thP.t the trM of oro huo been lllllde by the 
l::o-el>u<;e ~rtment of the I t eliBD Go ... rnment throue)1 c orreopondontl of the 
Blllllo: of :Brull i n Kov York . I n practice , t he .Exehance llepart .. nt of the 
l~lla Gon M>l!ent t e l op-a;>h o to the :Bank of Brull t hat 1t hao Instructed 
I bUlk In !lev York City t o cr edit the acco111>t of t ho 1!&111: ot Br asil with 
I l.ll01lnt of dollaro, fhe Buk of :Bra:U then oatabUohoo a correopolld.lnc 
4oll« credit hero In the .....,. of the Itolian .&&buoa4or to Br asil. ~e 
;;,buor boa no V&:f o! • ocortaii11D« the orlpn of the dollr.r credl h , hov­
••er, It I a belio•ed thct tho tranofera haYe boon a~o fro• dollar depoe! to 
ot tte h ollan Exchange Depart!Mnt of tho Italian eo .. r""ont vith bukt Ill 
lfev York City. 

'l'bo Italian Ambeooedor to Brasil hl\l not boen u aving on the account 
•ltb tho llanl< of llra•U, 

.bopecttul1y youra, 

Vllliam C. Burdett , 
a.&r~ d 1U!airea &d Interim, 
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TREASURY DEPARTMENT 

s.erot&r7 llorsiiDtlwl 

11r. Folq 
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.... DEC 101MO 

In accordance w1 th the rtqueot contunect 1n llr, 1boapeOD • a -

fll)dua of Dtoeaber 26, 1939, there 1a attacllect a ~ report of atudioo 

or proJoct.e carried OD 1n tho ottico ot tho 0--.J. CotmoeJ. tor tho ...,th 

o! IOTaber 1 194(). 

.. • 
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·SU'.w.l'.I P.E:'Oirr ON STUDIES OR Pr.om::tS Dl 
mE Ol"i''CE OF '1llE GE:IEIW. COtliiSEL -

HOVDIBER, l94Q 
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'lllo following l:llitter s r eceived att ention 1n the Office of th.e Chief 

Cotmoel Cor tho Bureau of Internal Revenue, 

1 . Stock Dividend ProblM. T. D. 5020 , approved November 15, lllllende 

ciU'rcnt rejlUlationo so that tl•e Department 1l'1ll &void giving expres­

sion 1n tile r egulations to the stock dividend vie•• or the Supr i!llle 

Co\U't IINIOunced 1n the Eisner v. Y,cl>!!b!r decioion. It is intended 

by virtue of this r evision that t.he government should be made free, 

1nroru- as poss ible and without e:>'bc•rru::=ent by ren:>en of existin& 

r t.;u.l.,Uonu, to oe ek 1n the nourto a reexa.mination of the lbo1e of 

the stock dividend problem. 

2. Contributions to State Unemployment Funds . T,D. 5022 was ap­

proved November 20 IU:Iending Regulation a 90 oo M to g1 ve eXpression 

to t:1c ur1nciples s et f orth in secti on 701 of the Second Revenue Act 

of 1940 enl:lrging the period of time within which contributions to 

at.>to unaplo)'IMilt f'lmds cd6ht be 1118da 11<> ee to f or111 the besie or a 

cradit ag&inet federal UJ18!IIll].o:rnent t.uee t or the yers 1936, 1937, 

193a, and 1939, 

} . lneoce Tax Ex""'ption of Repleeenent Reserve funds Under P.t:end­

li!Ont to llerchent tlar1ne Act . On November 26, a Treasury DecisiOD 

was approved on behalf of the Treasury end forwarded for the ap­

provul. of the Unit ed States llari time Collllllission, gi vin& eXpreSsion 

to tent.utive rules with r espect to tho astabliahment or r eplacement 

reserve !'unds end the resulting exemption fto11 income te:.tee 
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authorizec:l by the recent 8JIIelldment to the llercllant Jlarine Act • 

f1na1 regulat.ions on the aubject-antter are now being deTeloped. 
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4• Tmt.ion of Proceec:ls ot Lite Inauranct Contz:.et. On November 

lh, there was sul:ml.ttec:l a final draft of a Treasury Decision 

amendina Regulations 80 with respect to estete taxee so as to ren­

der texllble the proceeds of n lite insurance contrnct by reference 

to the peyment of premiUl!lS by the decedent r ather then by reference 

to Me r etent.ion of incidents ot 011Derah1p. The stetute purports 

to tox the proceed& of insurance "taken out" by the decedent on hie 

om lite. 

s. CoiiPI!tetion of Corporate Earninge and Profits . On November 26 

there was submitted a final draft ot Treasury Deciaion relating to 

the provisions of section SOl of the Second Rsvonue Act of 1940, en 

ennct!lent in wbicb Congress developed proapective and retroactive 

rules for the computation of the earnings end profits of a corpor a­

t ion. 

6. f.ei!\!l!!tions Rslat.ing to Exceaa Profits Tax and Consolidated 

Rtturna. '!hare i,o being rushed to c011plet.ion ee rapidl7 as possible 

a~ draft of regula tions relating to the excess profite 

tax ilopoaed by the Second Revenue Act of 1940; also a pre11Joinazy 

draft of coneolldatecl returns regulat.iona under the coneolideted 

return provieiona ot the Excess Profits Tax Act of 1940. 

7 • Elctens1on ot Social Securi tr Act Coverage . Tbere is pending 

before Congreea (s. 4269) a bUl introduced by s.>ator \7agner wbicb 
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woul.ol extend the coverage of the Social Securi t )' Act 1n several 

reupact s . It would extend olu-age inaw·ence protection to aJ>­

prox1Jnl.<toly ten million additional paraono, including ell em­

ployees or st..to and loct'.l governments , oaricul.tu:ral and domes­

tie wor!ters, non-civil service employees ot the Feder&l Govem­

"181\t , and eo>jllo:rces of non-profit, religious, charitable, end 

eJuc:..tioruJ. institutions . It ooul.d extend coverage for unea­

pl.o.r:•nt cO"';><m"ntion to Ebout five mil1ion additional ""'Jl].orees, 

inc1uain~ e:~ployees ,;orking for an employer lu.ving fewer than 

ciaht employees , non-civil service Gployees of the Federal Gov­

ernnent, onrl employees of non- profit, r eligiouo, charitable, end 

oducntional institutions, At tho roquoat of the Chllirrn&\ of the 

.lonnte CoiiWiitteo on FinWice , thoro i s bel.na prepared a Treasur:r 

roport on tile content of tile proposed •n.oetment . 

8. Defement of Collection of Income Taxes Fr""' Persons in tile 

llilltsry Service. '!here """ suluitted on llove:>ber 22 a co::r::tmi­

e..tion to tile Secr.otary of the Int.erlor explaining Treesury inter­

pret<.tion or section 51.3 of the Soldiers' and Sailors' Civil P.e­

liof Act or 1940 , r elatin& to the defernont of collection of 
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1nco:>e t axes troa IOJl:Y person 1n the ndli te.:ry service of the United 

St c too 1f the ability of such person to po.y s uch taxes is materiall:y 

inpuirod by such service . Section 509 of tilt Act requires the See­

r etacy or tile Interior to issue t.hro\lllh appropriate ndlite.:ry end 
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naval channels a notice t.o persona 1D the mUitary service ex­

pl.r ining certain provisions or the Act, including section 513. 

9. Proeo• !!d Administrative Code . There baa been sul.mitt.ad for 

tho consider~>tion or Assistent Secretary Sullivan a memoranctaa 

setting forth a brief biat.ory or the development of the proposed 

Adlliniatrat i ve Code. It is observed that the Code would be reaq 

for printing in Jenuary 1941. 

10. Election of Elceeut.or Resoecting Property Included in Grose 

Eatote . Section .302(j) of the Revenue Act ot 1926, as .. ended, 

provides that, nt the election or the executor, propert,- included 

in the gross e atete as of the date or the deeth ""3 be valued aa 

ot a date one year subsequent to tho date of tile death. In coop­

eration with repr esentatives or tile Depa1•tment or Justice, con­

Gidoration !Iss been given to the extent to which this provision 

1G opplic~ble with respect to interest on a bond accruing through­

out the one-year period, live at.ock increases during the year, end 

oinilar ite<ts. This consideration 11 c iven incidental to valua­

tion cu ea pending in the Supr.,..e Court. 

'llle handling ot the o.bove matters waa a.perviaed 1>.1 G. E. Ad81Da, 

Bead, Legiolation and Regula tions Diviaion. 

'!'he followl..n<: "ork '"'a done under the ouporvioion of Aasistent 

General Counsel Cairns• 

11. Purchue of Strategic and Cdtical llntoriala b,r United Stetes 
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pircctlr troa British Govel'M8nt. m op1n1on ...,. prepared b.r 

111oa Ooode and llessrs . Zarky, lleeker, Uld KAu1\!wn and waa eigned 
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on Novo11ber 15, 1940. 'l'he opinion conclwlea that the proposal eon­

templ 11tin8 exchange of letters w1 thout forllal contract and payment 

or 75~ or purchase price against ahippin& docwoenta under either 

C. ! . F. or F. O. B. transaction i s legal. '!her e ia disCWised the ap­

plicability or statutes re Govemacnt contrecta in general: ReY. 

Stet., sees. ~. 3741, 3743, 3648; alao the Govamaent Losses in 

ShipDSIIt Act. 

12. Procedure to be followed in eoMecY,op w1 th Relief Crmted bx 

Congreas to Treasurer and Disbursing O!fietr on Account ot Pgyaept 

of Cheel<o Booring For ged Signatures. Tho op1n1on on this quastion 

!IllS prepo.red by !.lr. \iolf and woe signed on November 20, 1940 . It 

concludes that since relief acts involved in the inquiry do not IIIDke 

appropriation• and thus confer no authority on the !reeaurer to 

chars• Warranted Be.lance, the 'l'reuurer should ~ with the r&­

quest or the General Accountl.Jig Office to r nerae ectries made in 

the account of Disbursing Of f icer Farrell, those tntries havl.Jig r&­

aultad 1'roll an una.uthorized eharge in the 'llarranted Balance. In 

fUture, appropriation• of funds to cover lecitiutized forged .-D 

abo\lld be obtai ned in connec'lo.. .'U with privata rolie! legislation. 

1). Fedtra1 Control of the Orowt.h ot OuU. 1p the !!llitad Stetaa. 

'l'hJ.a atudJ' 11ae prepared b.r llessra. P111111b, Feidler, and CU.Ore. 
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Tlte probl .. considered was t111>-folda (l) 'nle need of a program 

to insure to the tJnUed States a dependable source of the raw 

uterial for the IIWiufacture of essential narcotic drugs, and 

146 

(2) r.~e need for increased control over tho source of raw material 

amich could be used for Ullei t drug tretfic . '!be study concludes• 

(1) Tlto Federal Government can effecti vely control the cultivation 

ot oplua poppiec b)' priva ta persona in tho Unit ed States under the 
' 

treat;r po•er. {2) i'be Federal Governaent 111\)'1 under Torlous al-

terna tive constitutional po"ers, control or prohibit growth of 

opiu:ao poppies , al tl>oueb the degree or aucb control is necessarU7 

l inlted, u eon!)flred with the treaty po11er. (3) The Federal Gov-

erncent ""'Y lal'ffully license priv"ta growers to grow end sall opiua 

poppico to licensed ~ere; or i t may itself lawfully engage directly 

in growing opiua poppies to meet tba madical, scientific, and national 

dofonoe neede or the Nation, witl1 controla to prevent others !roa 

14. Cllrnncy Conversion: EYarett Sal th or the Customs legal start 

bat Dildo a atud;r of tobe proper connroion r ata or the F . R. B. yuan, 

a nor th Cbinl> currency i a81led and 8\lpported by the J cpenese provi-

donal r egime . A memorandum on the aubjact expressed the view that 

noither of the two rutas certified by the Federal Reserve Bank of 

!lew York i s within the conte~~plation of section 522(c) of the Torlff 

Act of 1930 (U.S.C . title 31, sec . 372{c)) . Mr. Smith Joined 

llr. C&irna in a conference at the Federal Reserve Bsnk o! New York 
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nth llr. TriJIIbl.e and Jlr, Lang of that ll&nlc concerning the matter 

1.nd proeent.d the views set forth ill the momorandua. 'lhe...-e were 

oleo fUrther discussions of the proper rate of conversion• for 

cort.n111 South .American currencies . No definitive CODIIldtmente 

were made by either tho ll&nlc or the Treasury representatives . 

15. Extension of National. Defense Prefer.nce Rating Syste!J> to Cer-

tl'.in Collet GULrd Contracts. 1'hro\Ji)l efforts ot the Cownondmt, 

United State~ Coast GWU'CI, and the coopere.tion ot the Qdef ot 

:luvr.l Operations, United States llavy, the Adainletretor of Prior­

i ties or the National Defense Golllll.saion bu Oil'eed to AD arr&Jl88-

!lont whereby the preference r ating system w1ll be extended to con­

tr~cto of tho Coast Guard important 111 matters of Mt10n.a1 defense, 

such ae for the construction, repair and alteration of cutters end 

the 1natollntion of guns and secret equipment thereon. '!he plan 

conterlplates that the Navy ..-ber of the .lnliJ-Me>vy bitione Gon'­

trol 8o<U'd will 1oo11: e.tter the illt.ereota ot tile Gout Guard 1n the 

autxuesion ot prer ...... ce rw.tillg rec~at1ona troa tt.e to tae 
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to the Adainlatrator of Pr1or1t.ies, ouch Na..,- ••ber to be tur­

n1ehed information as to the necessity therefor b,r Go~ Guard Head­

qUD.rtera through a Goaet GWU'CI liaison ofticor. Jlr, K. S. ilarrison, 

Coaot Guard Legal Section, end .AdAI.r&l. Harvey F. Johnson, l'hgl..neer-

111-Cbiof, United States Coast Guard, were engaged 111 working out 

tho plan, 
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Tho rollolrl.ng matters received a t tontion in the LegisJ..ative 

Section under tho direction of Assistant Ooneral Counsel Bernard: 

CONTINUATION OF PR01ECTS 

16. BUl to Relieve tile Hospi tals From Double T&la,tion Onder 

HArri •on !larcotic Act (for descript ion ••• original report, item 9). 

~tla bill, prepared by I.U.os UcDuJ't, togothor with ~rubsequont 11!4-

terial •ubaitted in oup!>Qrt of particular phases of tho bill, is 

still receiving consideration by the Bureau. or tile Budget. 

17. Fidelity Bond Bill ( l"or=erl y ld•ntififtd aa "Bond Survey•) ( t or 

dercription see original report , Item 10 ). Due to the interest of 

about ten other agencies in thie bill, the Buraau. or the Budget hAs 

not yot been "ble to give i t the usunl cl&artlllae . 

18. Ctmpilution of r.loney Statut es (for deocription see original re­

port, 1 tam ll). Bo recent progress bas been awle on this project 

lrf :ass llcllurt due to otller u sl.glllllents . 

19. Co...,.,U• tion in >.nnotated Fora or Lnwa and F~guletions Affect-

1m Gov.rnccnt Personnel ( f or description see ori<;irwl report, !teo 

13) . 1hls ler~~;~ proj ect .. as undsrt&ken at t.'le requcot of lolr. 

ltei'.eynolda durl.n;: the tl.me be r•aa serviq eololy as lidnd.n1stret1ve 

Auiutont to the President. Since ~t the pro sent tilte !Ar . llcReynolda 

is l tu•ge1y concerned w1 til his duties a s Sec•·etury to the Advisory 

Colr.l:liuion of t he Co\Dlcll of National De.f•nae end i e not available 

for consultation, t:ork on this project luiJI been temporarily sus­

P<lnded by the Leg18lative Section • 

• 

1.48 
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20. Codificntion of Anti,...eounterfeitiM and Jl4lated Laws (for 

description s ee original report, Item 7) . \York on this project 

!we been t emporarily discontinued, as ~!r. Koken, who wns world.ng 

on the mo.tter, has been temporar14' deteUed to another division. 

21 . Federal Depositary System (for description aee original re­

port, Item 6) . l!r. R4evos 1a continut.nc hie work on this bill . 

It ia ent1c1poted tJu:t the bill wUl be tranazdtted to the Con­

£reoa before , or shortlY ai'ter, the besinninc of ita next session . 

22. Acting t.daini s tretors 8111 ( for descri ption s ee June report, 

ltM 33) . lliss l.!enll't i s eontinui.nc her stud,y or the nec:essitT 

end feasibili ty of general legisl a tion to provide for acting 

buruou or division chiefs in the absence of a chi of . 

NEW STUDIES 

23. Law Coaaitteo of Defense Communications Board• llr. Spingarn 

has been designated as the TreUIIJ'l' repreaentetive on the Law Col:>­

aitt.o ot Ule Defense eo-mlcetions Board created bT the !'reel­

dent• • Executin Order of Sept.ber 24, 1940 . llr. Gaston 1e the 

TroasUTT representative on this Board. !Ar. Spingarn has worked 

with the Law Colll:littas in the preparation of several alternative 

clratta of Presidential orders for conoi deratlon by Ulo Boord •hich 

•ould provide for governmental control over communication fac111-

t1ea in tille of war or national •ergency preceding war, to the 

• 
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extent permissible under existing law:. He 11 alao world.Dg with 

the eo.1 ttee on dratts of legialation to authorise c011plete con­

trol bY the Government of radio and wire communication facilities 

1n tims of war or ilapendi.ng war. Existing law provides for c011-

plete control over radio under euch circuaotancea, but does not . 
cover wire facilities adequatoly. 

'l'!lo follotdni IIIAttera were workod on under the di.rection of 

11r. Bemstein: 

24 . Foreim Fund a Control. This office participated 1n several 

conforencea with regard to the poaaible extension of the f'reez.l.ng 

control , including a conference at the Department of State. This 

office oleo assisted 1n the preparation or a letter to the Presi­

dent recollll!lending the extension or the f'reeeing control to all 

other foreign countries. An extensive UIO\IIIt of work bas bam 

end 1e be1n& done 1n considering problcaa ll!ll.ch llight arise 1n con­

nection with the possible exteaaion of f'reedng control to other 

areaa. 

Stepe were taken to insure that the liquidation of the aasete 

of the vnrioua blocked countries at the New York World' a Pair 

would contora with the provisions ot Executive Order No. 8389. An 

investigation was lll&de of the situation, and a generol authoriu..-
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tion wes given to the Federol Reserve Be.nk of New York setting forth 

tho procedure to be followed 1n issuing licensee concerning the liqui-

dation or the aasate . 
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Conaideration haa been given to the problu ot the aPJ1}.1ca­

bil1ty of the Order to patents, COp)'l"ighta and tradeccrks, and to 

the oending or patent end comparable Wonnation abroad. In this 

colllloction a conference was held with varioWJ ropresentoti·Jes of 

the du Pont Co:npany, which had raised certoin or the foregoing 

qUllations . 

A conference waa held ll'ith a r epreaent.otive or certo1n 101tua1 

eevinsa boulke concorni.og the aPJ1}.1cabU1ty or the Order to certain 

DOrtfiugo and real eat.ote transactions Olli"8ed in by such benk.s . 

2he entire stntf or the Uonatary end Exchange Section worked 

on tho foregoing matters . 

25 . !lDgulntions Relative to l'iithheld Governaent Checko. In coop.. 

orntion with Mr. O'Connell ' s office thio office reviewed regula­

tiona to be issued under the recent Act providing a procedure to 

be followed in the case of ll'ithheld government checks . The regu­

htiona apply not only to checka withheld under Executive Order 

No. 8389, tut elao to checlal withheld bell c!el1veJ7 in certain 

other countries pursu.ont to a deten>ination of the Secretary of 

the l'reaeury. llr. Bernstein and llr. Friedman worked on tltia. case. 

26. Baldtu1 Decree. We b.ave di&cuaaed with representatives of the 

B<lljion l!lDooaay a recent dean e issued by the BelglaD GovcrDIIIBilt in 

London omanding an earlier decree eo u to rest rict 1'\lrt.her the au­

thori ty of corporate directors IIIIo are in tho invaded terri tory and 

1.5 1. 

• 
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110 "" to extend the authority of dlrectora 10ho are outside or 

the invaded terri tory • We are gi v1ng tllrtber consideration to 

this d1ore•• '!he Federal ~serYe 8anlc of !lew York 1a also giv~ 

1ng the utter consideration. llesers. Bernstein and lriedaan 

worked on this utter. 

:n. Stata.ent of Account to the !letherl!!!!!l•· lie have discussed 

rlt.b Jlr, llolelcaap or the lletherlaD4o Lecation and llr. c...1ng of 

tho Stata Deper1ment the probl• or .&aericc banks sending to 

cllenta in t.bo Netherlends stoteaents of account. '!he Dutch 

w1l.l give fllrtber consideration to the utter, particulerly 

rlth roforcnce to the authority under their d1orees to prevent 

such i nformation from being sent to the lletherlands , llr. Bem­

• toin worked on this . 

28 . Fbilippine Gold. lie discussed with the Post Office Depart­

aont the r equest of a ste•eshlp CO=P&DY that the Post Office De­

partaent forbid the shipment of gold to tbia coomtrT tn. the 

Ph111ppinoo tbrougll the Jaaila or percel peat 1n .-mte e:xceedin& 

$SO in value. It was pointed out to tha Post Office Departaent 

that oevoral years qo wben the same queatiCD bad been raised 

with this Departaent by Post Office, "'tbia Departunt took the ~ 

olt1on thnt the queotion was not one which concerns the TreaBUrT 

Department but waa one for. decision 'by t.b• Poet Office. It waa 

indicated to Post 01'tica that the positiClll of t.be Department with 

respect to the •tter ia •moh•nced. 

1.52 
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29. Auotrlllien Account, In cooperation with the Depc.rtcent ot 

Stuto M d the Federel Reserve &.1-.k of llew York this office as­

oi ot ed in preptU"ing various document s relat1118 to the opening of 

COI'ttin QCCOW>ts 1:11 th the Federlll Reserve Bank or New York in the 

116CO of tile Au• tral18ll Govei"!llllent. 

J.!eonrs . Bernstein &nd Friedlolln handled tho l ast two l!entioned 

Cl.laes. 
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JO, C.tineoo Currmcy .llrrange::ent. '!'hie office aaoiated in the 

pre!)OJ" tlon of a a t.-tecent to be JIUU!e by tho Secretary before the 

Con~resoionnl comrl ttees regan:li.ng the Chinese currency errange­

mcnt, 8lld also partici pated in conferences in the Secretary's of­

fico nnd at hio home on this matter. ~lr. Berns t ein worked on this . 

Jl. Areentine Currency Arrangement. '1'1\io office participated in 

work done in connection r.1 th the propoeed currency arrangeoent with 

Argent ina . 'lbere was else prepc.red a JOemorandum aa to the los aU ty 

or tho propos ed tr8lloaction. 

J2 . Son SalV>Idor Gold . lbi.e office part1eipo.ted in coneideret1011 

of tho tranaaction llhereby cartain gold now plqed to the Pederel 

Fosorvo Bank of New York 'rlll be pled&ed with the B. I . S. to secure 

a loan from the B.I.S. to San Salvador. Appropriate licenses .. ere 

i nauod nutborizing this transaction, eftor di s cussion or the matter 

•1 th the Deportment of Stet e . 

r.tr. Bernstein worked on the ho l ost-mentioned ""tt ers . 
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)) . Loguo- "!al.ter BUl. ~s office aeoioted in the preparation 

of a statement of reasons 'lilly tho Treasury Department should be 

exonptod from the provisions of the togllll-'lllltsr BUl. Mr. Bern­

otein 111\d Alias Hodel worked on tbia. 

J4 . Foreign Exchenge Provision 1n Trade Mreements. A represen­

tative of this off ice participated in discuosione regarding the 

roreiSn exchAnge provision inserted in certain trade ~reeaents . 

llr. Bernstein handled this . 

35 . Gus Ferber v. United States. this otrice assisted the Solic­

itor General ' s off ice in the preparation ot a brief in opposition 

to a petition for certiorari in this ci!Jie, ol\ich involves a ques­

tion of the vsl.idity and effect of certain of the gold Acts, orders 

lllltl l'OGulntions. JAessrs. Berns tein and Friedman wor ked on this. 

36. B. Fr181llllll & GomJl!l!lY Case. ~· off ice partici pated in n\llller­

ous conferences with representatives ot the above-Milled cocpen,y 

and with the Dej>Grlment of. Justice regarding this case, which in­

volves a violation of certain of the gold orders and regulations. 

Aa a reaul.t of these conferences, the above C0QP811Y has sub:dttod 

to the Departeent of Justice 01'1 offer in compromise of 1 ts ci v1l 

liobility for violntion of such orders w>d regulat10n11. lless rs . 

::Ut ton ond Friedman worked on tllie . 
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Dec:•bor 10, 1940 

!o• 11r. Tounc 

Proa: Hr. Buckler 

Ret Voat Coaot Inapootlon Trip 

During t ho week beginning loYember 25, 194o, ve •1a1ted the Weot 
cooot planto of the following airplane manutaoturoro: 

Konda7 
futtcla7 

- lloeiO« 
- Lockheed and 

!lorth .AmericaD 
- Douglaa 
- Conoo1idated and 

~ 
- Vultee and Northrop 

- s .. ttlo 

- Loa ~eloa 
- Loa A~>Geleo 

- San Dioco 
- Loa .Angeleo 

Ioclu4o4 in tho partJ' vere Jaaeo T. roruatoJ., Onderoecreto.r)' 
of tho 11&'7, Capte.i.n S. II. Xrauo, MYiooey Co...U ooion to the Council 
of National Dofoooo, and lleooro. Pairor, Gr07 and Kanooll, of tho 
Brltl ah Purehaoiog Commiaaioo. lloaora. Siogriot, Wooooll and Addaaa 
of tbo Brithb Purehadng Collllllioeion Joined the part7 at Loa Angolea, 
•• 414 Ool. J ooeph L. Stromme of tho On1tod Statoo Air Corpa. 

rroa the diocuoaiona at theae Yarlouo planta, IOTeral general 
polnto eG&rged which aerit i mmediate eont1dorat1on oinco aoot of 
thaa at toot production. Accord1.ngl:r, I thal.1 outline thou pcinto 
\elora Ci•ing aAJ detailed dooor1pt1on of t ho • lalta t o 1od1T1dual 
plant a: 

1. !bore 11 probabl:r ouhotantioJ. additional a1rtruo product1on 
which can bo oocurod fro• preoont fac111t1oo 1>1 cobg to three-ohift 
o-pe.r&Uon 1 ev1D ~· per "•~· tor 

a. l one of tho planto 11 aov on tull threa-ohift operation 
end oome are operatlnt; oal:r two ahltto. 

b. lone of tho plaoto 11 nov on tul1 .. nn-dal' operation 
and ao1t vorl< onl:r tin da7o. 

2, »ran Without COiDC to throe-ahitt, IOYon-cla¥ operation, 
thoro 1o probably 00111 aMi t1onal airframe production &T&llable 
botvoao oov and June 30, 1942, tor 

a. :Booing aatiatoo that tho:r can produce at loaat 
275 addi tlonal DB-711 l>oabera. 
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b . Lockheed ootS..ateo that tho7 C&ll prodw:o about 
1,300 additional Modal 37 'bomboro . 

o. Tultoo oott..ho that 1t C&ll proiluco on unc!.otor&rlnod 
but oul>otonU&l 11111ibor of !icJ>toro at ito Dovuq 
plant ODd of diTo-boabor o at ito l&ohTillo plont, 
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3. !l'llh additional air!rue oo.,.a1t7 c&llllot bo u.ood unlooo 
tbtre io an oorl7 increaoe in tho rat e of production of ODC1n•• 
ao4 at other itoao vhicll the airfr uo ll&llu!aoturero bUT !roa ouhido 
tuppUero. 

!hera .,.o &onor&l agreeaent tllroucJ>cut our dh cu.ooiono t hot 
tbo i•edioh onover to t hio probl oa 1o to plooo tho entire 
1114uotr, on o tvent7- ! our hour hooio owen d,4o a vook. 
fo do thio rill require contr&lho4 direc U oa . !he anUro 
airoroft production probl• 811ft bo Uo4 t o&othor in one 
penon or co-itt oe haTI.JI& tho roquioito aut llorU7 to carr, 
out the pol1cieo necoooor, to achion -.,. o!!ort 011d 
reaultla. 

~. !lieu 1o a oorioua bottleneck i n t he procure110nt of o.l1111inU11 
which _.,, hoTo 1811ed1a te attention i f oeriouo pr oduct i on del ayo are 
to bt OTOided, 

A doliTory liot ouppliod b7 t ho Douglao Aircraft Company 
oboved tho !ollovin& doliTor, proahoo on nrioua &l,.illla 
1t011o ao of •aTOIIbor 15, 19l!o1 

10 t o 20 veoko on oa•tinco 
18 vook.o on baro 
lS veoto on viro 
20 Yooto oa f or &iDCO 

20 to 28 vooto 011 ollooto 
2~ vooko on ex\ru.oiono 
28 vnlct on t llbinc 

ln our non!erencoo i t Y&O broucJ>t out that the Dofonoo 
Co•iooion 1o oaUo!io4 that thor o h no ollortop of 
al•in- pounc!.aco for t ho dolleoUo pr odooUon propa. 
Vbil o thil 807 bo t r ue, it i o apparent that their aoalToio 
hoo not ex\ondo4 to the ca.,.a1t7 f or tho I IIJ>Pl7 of tho 
nriouo forao in which &luain• h uoo4 i n t ho aircraft 
induotr,, Whil e llooi n&• Doucl••, an4 other aircraft anu­
faoturoro C&ll e~~p»1J ue vith 1iotl of 1teao on vhicb t1117 
noo4 priori\7 iu order t o aa1uta1u i1141Cllted dol1nr1eo, 
it 1o diffioult t o 100 llov tho Prioritioo Jo..-4 C&ll con­
aider 0117 ouch reCIUOato 1nto111gont l7 uulo•• thq Mwo a 
pioturo of tho roquir-to of tho ..,tiro illdlll\rf oorro1~ 
to4 with 4&11Tor, dot .. for f111iebo4 pro41111to. 
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o..r coDYeroaUo,.. l.a \la n.rtou pl&llh 1n41oat e4 \hat \Ja 
a111111.a- pro'bl• 11 80et crHtoal u4 1.ae41ate action wu 
orocceeh4 alOIIC the follOW!.QC UUel 

a. l!a4uoe ae quioltl7 u4 ae 4raeUoall7 ae poed'ble 
\ha pro4uot1on aDA fa'brioation of alllllin- for 
non-defenee purpoeee. 

'b. Proaure froa ea4h aircraft .... uta oturv a ooeplete 
lie\ 'b7 it .. of alllll1n1111 4el1•er1ee r~ 
80nthl7 for \la ,..,.t 7oar to ... t 1n41oate4 air• 
plau 4al1nriee ..... arraace \o ha.e \h1o lio\ 
eorroot o4 u 4 extea4A4 at aon\bl7 l.atarYale . 

o. CD tho 'baah of \ha info,...Uon o'btal.ae4 froa 
l.a41rl4nal .... utao\ v.rera, uraace with \ha Prl or­
lUeo Boar4 for tha eota'bHohaeo\ of ouch prlor­
ltleo aa vill ci•e the neoeeO&rJ 4el i•er1e o. 

4. It noeeeo&rT l.a order to .. et the re~~re4 delt•ertoe 
arr&ll& .. enh ohou14 'be aa4e for al1111inwa pro41>Cere 
to ~ at once to 21+-hov.r, 7~ oper ation. 

5. M&xtaua product i on will 'be 41ff1oult if not i epoeei'ble \ o 
ach1ovo \lllleeo i-e4iate aUation 'be cinn to etan4&1'4hiQC labor 
pol1o1oe in the induotrJ, 

At it etaodo nov, tha acreaeAtl u4 prao, ioeo Of tha .arioua 
ooepuiee r8pr&OeAt a .. rtoue o'betule to aohin'iQC 21j..,hour, 
7-4a7 operation, for 

•• lA ln'eral plaAh wort on satur4a7 ... , 'be pa14 
for at the rate of u ... oad-a.-half u4 wort on 
!hlll4a7 a\ taule tl.a , na thouch \b1o wort it 
W1 thin \la lio-hov.r wort week. 

'b . Bonue pqMJ>h f ar wort on the u ooA4 u4 thil'f. 
ohifh •&rT ..-ll:e417 •• 'bet .. .,. oo..,.at ... for 

1. Boe1QC pq• 1\1 \h11'f.- eh1ft .-pto,..e :tift 
oah par. hour 'bonua with atpt hove P*1 
tor ol.:& u4 t.bree-tov.rtha hovo wl'll:. 

2. Looli:hae4 p&TI ill 'h1r~eh1f\ "llllo7MI 
oh: o&h per hour 1jonuo vHh etch' houo 
pq tor ols u4 one-half hov.re wort. 

' 
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4 Mor:lfian~ I 

Plants Face 
:c Wage ·Bid :t 
t-. 
• _ With the Vultee strike 
~ settled, United Automo­

bile Workers of America, 
c a C. L 0. affiliate, yester­

day laid plans to open con­
~ ~ tract nc~totiationa, calling 

for similiar wage in· 
: ercases, with a t !Cllst four 
,. more Southland airplane 
1r plants. 
tt Ryan Aftonautieal Comp&IO', 
,.. Sen ·~.-o. tmployln a 1000 

-ian, II nut on tht -·· 
lilt for attftltlon, It wu atatl<l. 
,_ W1ll 1- ....,Uatlolll 

with North A.mniea.a Avl.aUon, 
In<., Lao Anploo IIOii>lclpol Air• 0 

port. nnPoYinl '!UOO: tht Ill· ' 
0 - JIIUiufll<turlnc Compony, I 

: · I a' 4ood. 1000. and tht H&rllU ~ 
ill Alr<ntt Dlo euunc Oorpon· · 
• - Lao AJopllo, 100. ' 
llP~ft-
~.. .,... • • .., .. ......., ,... .. J 

- tht 11. A. w. - dl>l· • 
I ,. - .. -- ..... · ~ 
• 'I ......... o.aM ...... . .. --- MXt­d-~ :t .t. po11t1oa .., tht 11. A. w. fer a-- 01111 _..,. ol lA •loc· 

, - - at lfootll Amori<al 
, - 1o ~ llofora tht N a • 
' · ttc.1 Ubor JttlaUou loud. 
I ._... II t..,..ud ~. 

I • - JIILIUI P"'"'ouauJo -• ' a almllu peUUon, but union 
--y-ythty .... 

llftPONd - to -- tht - that .... '*'"- In lllll 
ploDt fiY.,..ecl tht C. I. 0. atfiU· 
ott. 

Wa.ae t.JtertuH UDder ttm\1 or 
Uoo VllltM ottt1omtnt. bulcaUy 
U\~ ceat. u hour, M.d. not bf.tn 1 

- ~ .., otlo<r alrcnlt • 
IJ>d-latllla ._ C.LO. o ---(~ .................. . ) _,._I.) . 

. .. 
I 
I 
) 
I .. 

~· , 

~ 
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3. Dncla• ~ th \hll't-ehln """lo,-. .. ftn 
c•h per boar \oa1>e wt\11 dlbt lloare I»'~ 
for • .,.. lloare work. 

!Uee aoll-etaa4ar4 praoUcu ia pluh lccat.t 1a Uaa -
ar .. ut wttb. ...,lo7••• 4otac pracUoall7 UaaUoal work ara 
a aource of 4hooatu\ uooac worltere, l....Uac to hllb nra­
onr of eaplo7eee aat ..,.,,uall7 to etrtlt... !b.&t \laa receat 
etr1ke at Yulhe .,... 'but tb.e foreruuer of eerio1>e la\or 
41ff1cul.Uee in \laa 11l41>e\ey W&e pner&ll7 \laa ep11l1oa of 
\ be .uufac\arer• wttb whoa ve talk-'. !be att&eb.t ollpptac 
fro• a Loa Aacelu ... vapaper , ...... out \Ale poill\ . fo oouter­
ao\ \Ale tbrMt to -.n- pro4uUoa ~ate ooaatrucUYe 
acUoa 1a ucueeey. It W&e nuee\.t \laat ve ailbt well 
han llr. llUluo of \lie D.faaee Oolaioeioll proceed Oil ,..,er&l 
11aoo eucb •• tb.a follovtacl 

a. S\all4ar41saUon of \laa pracuceo of all aircraft 
OCMIJ>"Il<ee eo aa to paraS\ 7-4&7 eperaUon vUboul 
paa&l\7 for work wt\lata \be ljo-~ooar lWt . 

'b. •aa'bU abMilt of a proceture to prohl'bit ou 
-..utaoturor fro• ro'b'b1DC Motbor .uutachrar of 
oktll.t .-plqeu. 

o. •••'bUollaaat of tacuUn ooapenaaiioa plue eo 
aa to tacr .. •• \be protucu Yi\7 of labor. 

'· 

Ae 1\ etaaU t.U,, &J.aoot all aircraft work Oil \be 
Weo\ Ooaet h ao ... oa a otrailbt bourl7 'beola aat 
\laara 1e Y&ey plloral ...,._ ... , \11&\ workere ara llO\ 
pro«Jaotac \be aazt.. pooetltl e par boar of l a'bor. 
kY&r&l of \laa _.'llhoturaro eqreoe.t aa tater .. \ 
1a \laa BriUoll pr•1--'boaue plaa, ul. U -
'1'V7 cl_. \bat pro4acUoa oould. 'be bor ....... nl>­
etuii&ll7 wt\11 \be t...elopooeat of - atee•Af 
.,.., .. f or \be uUr e tatu\ey. 

:&.u-at of hchl &Uoa ai\llu for \be ail'waft 
tat ... tey epecif1oall7 or for all tat- t 7 ,., .. 
prort41ac for ooapuleoey ar'bUraUoa of l&_. tlqatel 
aat \be el1a1aa\1oa of e\rilteo. !be o\rilte at ~too 
l oa\ a\out •1111\ worktDC 4&7•• wbtola will ban a 
earioue effeo\ oa \heir protucUoa pro.-. .,..,. 
worn will 'be tu etfeo\ of etriku a\ \lie l.ar~ 
proAuo••• or of etriltee 1a \lae plaah of ~ 
ooa\raotore """ ... utaotare prot'QO\a 'UK lllr M1¥l 
_.utaoturare. A ear1o'U etr1ke la .U &l-'-­
iat,..\ey ..._, onld. Ue ap a1110e\ \be eattre ai.l'­
oran tMaa\17. 
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6. !be vorl< on at&Ddar<!.haUoo ot 4 .. 1p aa botv- lkUe4 Skhe 
an4 Brltloh plane• baa atill not pro4uco4 a •lAil• identical airplane. 

Vb1le U 1a true that the t aotioal uae of cartai11 airplane• 
41ffora aa betvee11 the two torcoo, making complete atan4ar4-
1&&tion impoeaiblo, there obYioualy .uat be aomo plano• 
intended for tho aaao tactical uao. I n thooe caoeo it would 
uoa that otan4ar41saUon ooul4 bo achion4 it the neceuary 
preaeure were exerted on both t 14ea ot the conference table. 
Particularly ourprioia& wao t he tac t that the ad.ancod 
tra i11or which io beiag .ado by ~o rth America~~ AYiaticn tor 
both the United Stateo and the Brit ioh io not ot&Ddardi•ed 
ao botvoan the t wo torcoo , wren t hoUGh it io a plane which 
1o u .. d only for treinia&. 

It ia recoCQised, o! courte, tbat atandardisatio~ e&anot be 
o!!ect 1Ta tor production within t ho next aix t o eigbt mo11tho, 
but the pliiJlea >lhich Will co hlto pr oduction at that tille 
obould certainly haTe t.oediato conoidoration from the at&Dd­
point of ot&Ddarditation. It would •••• in thoto caoea that 
better roaultt .tgbt be achloved it acrouont were roached 
oo the intended tactical uae of an airpl&Da, attor vhich 
otandardi•ation in detail coul4 be re~ulrad in a plane in­
tended for the oaae tactical ute by both forceo. 

7. Tbo problem of boueia& '"" 411cuaao4 with eAch manufacturer, 
but io ••o oaae 1o it a Jl&raaount iuuo axc01lt in San Diego wh•re the 
probl •• i o being mot by tho layY. 

'tho IIIA.!IAg..,ont at Lockh .. d tolt t hat it would be cleoirebla 
to haYe acme low-rant Po4aral Bouoinc proJect• in their 
area, no t bocauae there 1a &117 i ndicated l ack of boualag, 
but boCAuoo prhata real ootato operatoro i.n tha Lot Aagelea 
area are maintainlag rantalo at qui to a his'> l enl, which 
1a a oource of labor diacontent and 4a..,d for bleb vagoa. 

S. lone of tho pl antt Ylt itod felt that their production V&l 
boiac oorioualy bindoro4 by lack of trained •an. 

All the largo planh are cooperating vith loeal public and 
pri~at o ocboola on a broa4 t ra i ning procraa. !he probloa 
of aocurinc focleral ald 1a apparon\17 vorldnc out oatio­
!ac t orily throucb tho e t~te ot tioiale. Lockheed aeose to 
be in tho beat pooitlon vitb a complet e and well-r ouadod 
training proua~~ which baa bean cloYolopod OYer a four to 
fiYe year period. Soao ohortace• will uncloubtodly arlee 
lt tb.o induotry liO'fOO to 2~bour, 7-clo1 operation, but 
t hia ahould be onrco•• with the oxletinc t rainia& prouamo • 
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!he .-J.lor plants without t~nlac procruo of t heir ovn 
IU'I liJ<el)' to be at a diaadT&At&ct if an;r procedure 1o 
eot abliohed to prevent t he tranofer of workero ! rca one 
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plant to another. I ~thored troa inforaal ooaaento that 
ooae of t ho eaal1er planto haTe followed a polio;y ot gott ln« 
eap1or••• from the larger planto by offtrinc t hea a greater 
nuober of houro work per week. If the oo p1anto had to 
develop their ovu akillod workmen, tbo;y al~t need aoalotanoo 
f or a ohort time in oottinB ~ a trai ning procraa. 

9· fho ot atemento of Secreta ry of Var Stiaoon and ot t he Prloritieo 
Joard vitb roferonce to production ot co .. erc1al aircraft •••~~ to cauae 
ceural dluatlofaotlon. !'he Douglao Aircraft Ooapan;r felt that 1t bAd 
bton oondoWiod without heTiDC an opportunity to defend itoelf. :F'roa 
'It/ coo .. raationa with r epreoontatln o of DoUC).ao, l!oti1141, and Lockheed, 
1 t;<>t the following lmpreetiono: 

a. Moot ll&llufacturer o produciac coaorcial aircraft hen 
ude pr oTlolon 1D their planto for thio prcd1>Ctlon ln 
addition to t heir fUll a111tary procru. 'l'hio ~toano 
that reduction of effort on the co.aerolal obipo Vlll 
probabl7 not i ncreas e allitar;y product ion for .anJ 
ao11tho, if a t all. 

b. I n oome plants, slowing down of t ho oo .. or oial prograa 
will oTontuolly decroaae ailitary product ion, ai nce eon 
are bei ng trained on tho coaaerolal planoo who would 
later be traneferred to ai1itary production. 

c. Reduction ln oou;erclaJ. planet product ion and the reoul t­
ing reduction of coamorci al plane t aT&ilablt in thio 
coWltr;y aa;y ha'fO the ef fto\ of r et arding tho defanoo 
prograa aa a vhole, for 

l. Man;y critical ·u ... are ohipptd aow b7 air •"Pre•• 
and an;r fren ln« of tho capaoitt of thio transpor ta­
tion !acUity 11 llbl7 t o at!eot production and 
C'r ·eate d.el&J's. 

2. !ncrea•1ng demand for air traaoportation bT t r&Yolero 
world~ on the D&tionnl dtftn ot procraa 1o tiLxing 
co..,...cial l U.eo to oapaoity nov &lld aa;y well impede 
the progreoo of tho detente procraa lf ca~acity io 
! rosen at prea~t leYelo. 

d. fho treuing of prodW>t ion of ooDeroi al pl &Deo at a lOW 
fig\lZ'e and tho r eoulting praotloal iJipoooibi ll t;y of lll&kln« 
an;r ulte tor foreign acoount will han the ef fect of 
t aklac our .... utae>turero out of t he forolcD .-rlcet at a 
tiae vban U.q would hen a.n oppor tunity to ent er -
aarlr:eh which f o,..,erlT were 111fp\1ed b7 I 0 'to~uroro 
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1a o\ba" -Vi••· hoa \be oUUpola\ of ..U\&laiac 
pro4woUoa 1a \be .. a n faoll1U81 after ov pre .. a \ 
e:rlr110r4111&Z'7 a111t&l7 4-..4 bao l>o• eat1atle4. thia 
h oertalAJ.:r aot a 4 .. 1ral>le pol1a:r. 

1 • hoollac pro4woUoa of oo-ol&l. airoratt 1a liDJ.:r \o 
retar4 d.nelopaeat of a ew t:rpeo aa4 plaoe our aaau­
taoturero aa4 a1rllaeo at a 41 o&4Y&atac• 1a worl4 coi!P•U­
t 1oa attar the war. 

!he al>oYe ceaer&l. poiato wore d.nelopo4 troa 41ocaoo1oao at \!Ia 
yarloao plaato aa4 froa the rel.ate4 ooanraaUoao with tho otbar -bere 
or tho part:r. J. aore 4eta11e4 4oocr1pt1oa of the ooateraacoo a t IIIOh 
plut follovo . 

'· 
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Boo!D« .Urcratt Co!!p&!!l 

vo Mt vith Mr. 0. L. Jctndt, Ohai.._ of the Bou-4, aDd Kr. 
P. G. Jol>Aeon, Preeidont , at 10100 J.,l!. on llon aber 25 . 

.t.1 of llo,..mber 23. l9llo. thh COIIIJ)3JIT ha4 the tolloviDf; 
utUlod ordore: 

u. s. UwiT 
B- l7C n.r1111 lo rtruo l 
B-l7D JlTing rortreeo 42 
:B-l1E l'l,ring rortreu 512 
XB-29 Bomber 2 

U. s. liaT.Y 
lPBB- l Patrol Bomber l 

:BrUhh llolpire 
llli-7JI Bonber 2llo 

u. s. eo-rcial 
.1.-314 Clipper __.! 

Total 804 

Our ;>rinoipe.l dhcuuion vu on t he prod~tcUon of tho DD-7B bomber 
!or the Britith. !hie 1o being IIIO.Jll1faot11nd by Boolnc llllder Uceneo 
!rom Do\lglnt . The7 e.ro 110t libl.Y to ••t their aohodlllod dellnrl .. 
vhleh bectn 1D. Ka.r 1941, booelllo they do 110t hen a • .rot all the tool 
4rovingo aDd ...,rld.ng dravinco lllhloh u. to b& tuppll.ed "1>7 Doucla• · 
Vltho11t thil Wor~~aUon tho.r caAIIOt b&gin co-.loW ,..,._.Uoa acU'rit7 

DD thh ohip. In order to ooUlt thia prob~ at -· Mr. Jctw4t 
acrud t o ceet vi th 111 at t ho Doi&Clao plant oa w.aa ... ..,, .&* that 
coo.terenco vo dhconroil that Doi&Cle• IIDIIld ~'• t he eb.ip.eat of 
the dravin;:t ftrf thorU7, and that there vollld M • pat •td-ap 
from thlt 1011rco. It vat apporont, hnvowr, that there vollld lie a 
hol4-~tp beca11te of tho d ltfl01llt7 of pttlng "18r loo.o oliUilDUII parte 
for thooo planet. Tho boot dolheriot t het aro being qu.oted AOV b7 
the .l.lualiiWI Collp8.ti.Y are 28 voob on oome" of the lttu roq~~lrod, vhloh 
vlll certai..D.l.Y han to bo lJqlrond tromendouol7 If the tlrot of theoo 
elrplaneo it to co• o11t In Ka.r 1941. Booing it nov o~4 1D. proparlnc 
a CDII!)leto litt of ito alv.ainwl roqllire•nto accorUnc t o dolherlot re­
Oillrtd to Met Ito prodlloUon oc:Mdo.le , lllhloh vill bo forwarded to 111 
o.od to tlndoroecretarr J'orrootal tor couldoraUon and pr .. ontation t o 
tbo Prtorltho Boa rd. 
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In addition to their preaent order !or 24o DB-7B 1 o, the Bri tleh 
hA•• ~n option !or an edditlonel 14o to be delivered In Janunry, 
rebruery, !Uid W..rch 1942. J. problem Ml arloen in CODDOCti';D with 
the urlco to be paid for theae planet elnce Boeing lo .-~ng t ho eame 
urleo n1 v&a cherged for tho flrot 24o In oplte of the !net thnt thlo 
~rice "~' to Include o.morthation of toola. 'l'lle Britiah h&Ye obJected 
fUld tbe issue vaa di acueaed at the coofer.nee . !he tolloving reaaone 
for ulc:l nG the IOJDO price ve re advanc.d by the roprooentatiTeo of Booing: 

l. Lnbor coati a,re ae.ld to h11ve locree.aed on thla plane 
more t han tho emortl•etion of toolo included In the 
or1Ktnnl price which cennot be recoorered throQ6b the 
opor~tioa of en escalator cl~~•• btcauae thla cLause 
in their contract 11 bneed OD a durable CQOdo I ndex 
vhlch aovea Ter,y slovly, ~ereaa labor cotta in tne 
Se~ttle are~ beTO lncreaaod TerJ rapidly. 

2. 'l'be eoap&D,Y f1J18llced. 1'2 , 750,000 In now facllltieo 
on which tho;r muot hno a return ~ expect to pt 
p~rt of it from tho exerclae of the option for the 
l4o DB-T.B'•· 

Althou&h there h undoubtedl;r a baolo for the pooltion talc:en by Booi n& 
•• to the price for t hooo additional eirpl&Det, It weo pointed out to 
th<e~ thet tho prlco rooulti~ from the operation of theee v" riableo 
would bo tho tame " ' the price on tho originel order only by " moot 
-dng uriu of coincldoncoo , aDd that t he reaction of t he Brithh 
ml&nt well havo been much different If a new price n.d been developed 
t t rou¢ DOCQtlf'. tion gl vlng conalderatlon to thaae factor• ""thor than 
tlocply ut at the old price without Initial nocoUation. After e.xploring 
tMte .,.r10111 J>Oinh t he problea vao lett without any attempt a t !inel 
4ttt,...lnat1ou with the underotandin& that It wu ottenti ally a problea 
bttvoon BoeiQC ud the Britilh furchaol~ Cowllooion. 

Attn coing through the plant, which ueoso to be well adapted w 
the J)roduction or l Brge o.lrplaneo in which thh comp&D,Y 1o well experienced, 
the Britiab I ndicated t hat they wore conaldering ttrio~oly t he poati~ilitr 
of ctncolling their proeent order !or DB-7B 1 o &ad not exerclalng the 
option at all , to tbnt the cepacity ot thit plant could be releaeed fo r 
wor:C on htllTY boaibero. lio mention of thlt wu made to the menagement, 
but • • d14 dlt cutt with them the e ffect on B-l7J pro4uot1on 1! the 
Option were not exorchod. 'l!be B-17:1: 1o tchtduled tor a •ex' """ produc­
tion or 4o per month beginning In J.uguat 1941. llr. J obnoon of Boeing 
thlol:o thtot t blt could be increaeed to 50, but dott not thlllk tbet 
rthau of tho DB-T.B capaeltT will vorlc to lncroo.oe t he prodnction of 
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~he s-17£1 1. Thi1 po1ition dooa not •••• logical, 1ince the DB-78'1 
~11-<o ~'P IPMI in the plaDt vhich could be u1ed for a great 111\ll¥ •~b­
, 11eobl1ol fo r the B-l7ll'o. J.loo, ao it 1\ancla toda1, \her ue operati~ 
only t! vo dn31 ~or week, and their 1ocond and third ahifte a re only partial 
shift I. Jo:nn if production of tho DB-78 11 wore continued, thoro ooem1 
no oueot ion b~t tha t the production of »-17J 1a could be aubatant iall7 
lncre~ud by working three tall lhifto ao.,.n daye per woolc with a fllrtber 
lnere .. e if t he DB-78 production wore t e.lcon out of thh plant. Aceord­
ln&lf, t he llritilh will ghe uo iuecHato word 110 t o their dechion on 
D3- 7B '•· ~t which tiae conoiderat ion ouot be CiYon t o the additional 
i - l7i cnprolty which vlll be a Y!lll,.blo fo r "" additionnl :Srltilh order . 

~e l abor problou iu t b.h pl llllt 1o likely to pruent 41ff1cu.lt1oo, 
Pl' rtlcu.luly If ope ra tions be oxtecded to a anon-day veelo:. UDder t ho 
co=>~'l prooent cont ract with the union t he7 =uot 'PAY t ice-and-a-half 
!or work on Saturday and Slul~. nen t houc!> It 1o part of an • "Ployee'a 
1.0-ho~r wor lr: wool<. I n addition, they pay a fho-eent boDUa for vorl< 
on the aecocd 1bift . and the • .,.,. bollUo for work on the third abUt 
vlth 8 bouro' pay for 6-}/4 houro 1 work. The manace•nt in i ta dlacul­
t!ono with 111 d id not lo&Ye the i;aprouion t hat t hey hod a .. ,ry ploaoa.nt 
vorki n& arrangement with their labor orcani•ati on. They 1eeMd to be 
rather ruigned to operatl~ the plant on the hour ned ah1tt s.rrMgnmenta 
tbrt the union vanto, whether thooo arranceconto ere the moot efficient 
!ro11 tho atiUidpoint of nationnl dofenao or not. 'l'hey felt thet oevon-
day opor~tion wu rtrtual.ly out of t he q~o otion bocauoo of the union 
•~•itudo nnd their feoli~ w~o t hat i t would be i;apoooiblo to aako any 
eh.o.~ 1o the roouirement t hat tiao-and- a-balf muat be paid for all work 
on S•turday and Sunday. Undoroecretary Forreot al ouue otod t het tbla 
probleD bo dhcuued with Mr. Hill:au in detail aa eoon •• poooible after 
our return. 

;to vent tbrouc!> tho pla.nt but did not ban a.n opportunit7 to dia­
euoo t il# production problema with t heir production ...,, !here 1o no 
plceo-vorl< or group-l:onua plan, all labor being on " otrallht hourl7 rote . 
V-1 laprouion f roa wallo:ing t hroU&II the plftllt , ... thnt the aorale of tho 
""rkoro h not hill>. and thet they &re not patti~~~; fo r th the ir boot oftorta. 
!llo IIIIUiaC•.,.nt oa i d tha t t hey felt t hey wore getti~ a fair c!lly 1o work, 
but •grotd t hat the)' wore not getting t he opu....., 0\1\l'llt per labor-hour 
by~ ... aD •• 

• 
• 
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r.e cot 'ld.tb J.:eura. Laddon and ~ at 9 aJO .l.!! . on l:OTel:lber 2:8 . 

~ o! !fovember 23 , 1940 this eo~ ho.d the !ollcndnc Wlfilled 

or<icrSI · 

u. s. J.rm:r 
B-~ Bomber 
B-24A and !I BOmber 
r.-24D BoCII>er 
XB-32 Bomber 

L. S . lloV'/ 
PB2X-2 Patrol Bombor 
Pl!i- 5 Patrol ll<n:lbor 
!'BY -51 .bphibian 
P".!Zi-3 Patrol l!Ol:lbor 

!lritioh Ell¢re 
28-;).ij; N4V'/ BombOl' 
2B-5AJ :E A:llphibinn 
Lll- .30 lleav;r Bomber 
P3Y -s Patrol Doobor 

ott.cr ~oreign 
2£.-5'.!11 lfavy Boobor - Holland 

? 
38 

400 
2 

6 
195 
134 
200 

153 
l4 

165 
? 

1,365 

1:c diseuaoed in eon:li&lrable detllil the pro:;resc 11hieh had been 
~ce in nandardl.zing the Sritish LB30 and the lra:! B24D· llthcue)\ 
"""" procreu has been Node ip a substantinl IIWJber of ninor itaJs, 

t..'te ""'jor di!fcrencos still recaJ.n, Thcco arc the problll:ll o! tu=et 
loc~t1on nnd am.ament . This plane haB throe turrets ond the Sritiah, 
in vim1 of ooccbat experience, have pretty de£in1te idoao a• to their 

t;:pe ond location . ';.';1e u. s. Arrq seoma to hsve e~ definite 
i deas as to location but is not standardized oven in its 0'1111 mind aa 
to ';;,1>0 . CUrrently each o! the three turrets in tho J.rrq B24D baa a 
c!o.Ucent type o! cechonilllll,-one is electric; one is el.octro- eydranlic J 
ond one ie eydraulic. Froc the stancl;x>int o! an:c=cnt the Sritiah 
opinion, baaed on colllllat experience, ia tho.t plenty or !'iro-po,.,.. i a • 
essential . T.1ey want 4-30 caliber suns in the tall . The J.rm:r, ho,._ 

ever 1 Yl!lnt:S 2- 50 caliber CUJl8 there • 

It -.as a::Jphas:ized in the cl1seu:ssion tbat ~ standard1zat1on 
points are 110re ~ to i.q>ede rather tlwl ass~ prockletion sinco 
t.:.c Usual proee<!W'e is for each service to load on its planes the 
tlinor ito.u llhich tho other •ervice '11111\ta resulting in the addition 
o! coneidorablc m:crk with no particular advantnge pro<hlction\'d.se. 
'i'ho onl,y rcnl. ac!vantogo to pro<hlct1on •lill come vdllm tho 1ln1 ted Stctes 

~<! ~ltain agree on the tacticel usc of a partic:ul.ar bomber and, • 
..::e on:lia of this agrococnt 1 develop a lbip wbi.ch 1lil.l be i domtioal 

in every re3pect tor each service. 
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In all our disc:ualliona of pl..Gnc ~t, both 1n till. a plant 
end others , it has been e::~Pbaaized that the u. s. pllnea do not pro­
'fide au!ficient tlll!Olii1 tion to ~ safe~:~~Ud the abl.p. Apparently, 
.e do not have a belt f eed for a .so caliber tloxible gun . \te wse 
4 cMJdSter i'eed Wlich gives troa 33 to 60 rounds wit hout rel.oading, 
according to type. tath rate of fire o! about 1,000 rounds per 
lllinUtc, tbl.s Bl:JlD.Ulition ia gone as soon as you preaa the trigger. 
T'M British feel ver~ dei'initel.r that t.hs7 cannot put pl..Gneo 1n tho 
t11r •1th any expectation that t.hsy em> defend theuelvea Wllcss each 
cun 1o oct up tc firo six or SOJVcn hundred rounds as a minimum 'IIi th­
out reloading . 

\,o then cliscuosed the B24D Md B24.t..s 'IIIlich uo boinc diverted 
to tho British l'<l.th particular reference to tho autocatic pilot , 
bO::b-ai&)lts and bocb-raek adapter. 'n'.e first six w1l.l. bnve onl¥ tho 
cuto::.ltie pllot install.o.tion and all siloul.d bo avall.ahle to the 
i>TJ.tisb by January 10. lleilJlr.i.ng l'<l.th tbe seventh, both 5;>err7 
boiOb::icht and tho automtie pilot w1l.l. be installed and 1n add!. tion 
Consolidated hopes to l>..nve rcaey on adapter so thet tho Aooriean 
boiOb l'Ock can be used i'or British bombs . 

r;o then disc:uaoed the s even PBY5s Yihieh lll'o bel.nj; diverted. 
Tile Sperry pilot installation ia being made by Coneolldated end this 
::tould not hold up delivery to M/f great extent. Tho .!lritillh arc 
cnxious to have adapters 1n the botlbers so t hat the:r can uso British 
bo:tb3. Consolidated had a roU{lb alceteh of such nn adapter but 
inaisted. that proO.ction would be serieuaJ.:r <lalqed. 1! they bad to 
IOIIlcc 1 t . 'ilbil.e -.e li'Ore 1n Sc.n lll.ego Consolidnted orran~;cd ld.th ?.t>hr , 
a local job-s:top, to work on tll1o adapter and tho .!lritish authorized 
the2 to 110 ahead and ~ it so that tho pl=cs "'llll.J be equipped 
!or bo:tbing -.tll British bombs -.!len tlley arc delivered. The Britis h 
a.ro cleo anxious to use t win guns 1n place of the a1ngle i'ixed guna 
which are provided in tho eb1pe as delivered to the llavy. Consolidated 
cxpooto to be able to w rk out an adapt er for tlll.o purpooe . T'ne 
Britioh ere also mud.oua to have consolidat ed install the bombs141ht 
but ~his they r efused to do Wlloss agreement ie reached on de],qed 
dell very . 

In rep1;r w a question as to their aluminw:t a1tuat1on, represent­
atives or ()oneojJdtted told us that it • s • terrible• 111th about. 
@ ,000 pounds behind on •teriel needed for the LB30s and ~. 
1"n1e ~ is J:>Ostly 1n deliver:r of abaete oi' thirty to S4lftl1t;y guage. 
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r.o 1110t with l.:r. J):)naJ.d !):)~, President, and others at 9 •30 
,\.:.: . on t:o~ 'Z/. Present also was l.!r . CI.A1re Egtndt, Chaircan 
or tho Doard or Boeine J.trcratt Compan;y. 

M or november ~, 1940, this eompaey ~d tho follold.ni> un­
tilled orderaa 

u • s • Arrlrll 
XD-19 Botlber 1 
A-20, A-20.l Attack Bombor 2(17 
A-208 Attack Bomber 999 
c-47 carso 549 
c-53 Observation 775 
A-24 Scout Botlber 78 

a. s. 1:aVl' 
SBD-1 , SBD-2 Scout Bollber 94 
S3D-3 Scout Boal>er 174 
i!4D-l cargo 30 

Sri tish Dllpi.re 
llll-7 Bomber 1 
llll-7A Bo:nbor 89 
llll-71l (A-20' A-20A) Bomber 541 

Other FOl'eig)l 

a.t.-5 (A-17A) .Attack - Norwa;r 21 

U • S • Com:llCrcl.al 
DC-3 Tranaport 
llC-4 Transport 

Gnlnd TOtal 

119 
____.§! 

3,739 

We first <!hcussed the production or the IJI7Ba both in the 
D:N£laa plant lind also in the Boeing plant. I t was agreed b7 the 
lloc!.n& r opresmtati vc that the problem or tho tool drlnlines ond 
production drawings '1\hich they are alil11tins !rom J):)u&}.aa baa nov 
juat about been solved. 'l'bey """e onl,y 1.60 procluction drawing& abort 
on a totlll of 4,000 and it is anticl.patod tbet theae 1.60 'IIOUld be 
mnde up very shortly. The real problem with respect to meeting 
aehedulod deliveries on theae Dll7Bs aa '0011 aa on other planes is 
the procurement of the necessary material, particular:Q' elnml mun, 

Everyone seemed agreed tbat tbare ought to be a IIOTt fac111 ty for 
t he production or al.WIIi.nw:l on tba Woat Qoast. InJ:omation •a given 
to ua on tlla dalinry promsea on nrioua typaa of aluminum 'IIIIich 
1noJI.catad that the Iil7B ache<\.U.e cannot poaaib:cy be ..,t unless these 
alw:d.num dellveriea are wq>editad. Boeing will be given some ~ 
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rro:o l))uglas 1n procurlng lll.WIIinum parts but even vd. th this there is 

n rCIIl poso:l.blli ty of conaic!erllble d8Uy. In the course o! our dl.a­

cuanon on tho alumnum 111 tuat.l.on 1 t ,.. agreed that etepa should 

be taken nt once lllong tho follovd.ng linea a 

1 . El.i.minata or reduce as draaticall¥ aa posllible 

the production or aluminum for nondAtense uses . 

2. Arrange to secure and kc:.p current a picturo of 

the olU!I!I.num deU verioe required by type ot pro­

duct 1n order tor the airplane prouw:~ to bo 
coq>leted on scheQ,le. 

3 . On the beois of this proulll:l, have priorities 

estcbUahed so that each plant td.ll be as:rured 

o! the required deliveries . 

'!'hero was then a diScussion of standardl.zat.l.on as bett<Ccn the 

Srl tiah l!11!l bol>bcr and tbe ~ .t20B bol:lber . .liZ' Co=<>dore L:anaall 

reported that this problem had been taken up by the Stand.ardl.zat.l.on 

Coa:!ittee but that. they wre st.l.ll two different airplanes lll'ld 'IIOuld 

inm~ continue to be ao until sgrll(lflCllt ,.. reached on an identi­

cal tactical use for the ahip oJ'ter 'IIllich it 'IIOUld then be reasonable 

to e>pect to arrive at idonticlll desicn. Representatives ot lJOuglas 

inCI.cat.cd there 'OU Usulllly U ttle productinn advantage froCl the T.Ork 

of the Standar<lization Qol01111ttee when it stopped ellort of producU on 

of on identiolll nirplanc. This i s particular:cy trWI here 1n the 

!):luglaa pl.snt as between these t1IO ships for t.bey aJ:e made in separste 

plnnta and halt-~· at.andardir.at.l.on llbich ~:cy adda Clew features to 

each airplane deleya rathC!Z' then GJ<peditas production. 1?l.th refer­

ence to standardization it W83 pointed out t hat tbe 053 and the A20B, 

both bein;l llllllllfact.ured t or tbe Jir::¥, are esent.J.all¥ the - except 

tor acre equipment clif'i'erences. Tile one dif'i'era>ce between ~ : 

which, if aUIIXI.nated, w:>uld help production is the lloJiboigbt. The 

~ ll01< uses a clifferent one on each plane. Tile SliD scout bc>abera 

be!nt mnufcetured for the Navy are ident1olll to tba ~ A24 so 

there i s no atandal·d1zat1on probleJ:l here. 

Pro:o tba labor atandpoint tb1s is an open q p wl. tb no oont.racte 

or no excllllli.w bar~ agencr. '!herr w:>rk tbree ehirts, tin clap 

a ""ck, 'llitb - az.tra pq tor Saturda;r or Sundq 110rk if it 18 being 

oono within a 40-l:lour ..,rk we~c. 'l1ley pq six ccnt.a an bour bonua 

!or mrk on the second and. Ulird ebUta and 1n addl.\1on che c!.\1lt 

hours J>lo/ f or 80Va\ hour a ..,rk on the third ah1ft . Tbe eize o! t he 

various alx!.tta 1a rougbl;r 100 - 50 - 25 . 
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They are not concerned obout their odueati onnl problem which 
tl\C'/ ll<IVC been •·.or king out tonother Td. th tho Santa l!onica school 
:r.·3~.,. ond '1\\dch t hey feel iu entireq satisi"aotory. 

~.ey do not feel tl-.at the"; \11.11 have "-"V housinc probl= sii:ce 
rrivnto building see:M to be ltecpinc abreast of th•. requir ecents in 
~.~ ,.,...,_., , ~· expect to have l4, 0CX> e::plo)·ees at Santa l.Dni.,, 
~ ,:100 at U Scr;undo end l S , OCX> a t tl:o new plcnt ct Long Bead . 

r r o:> the s-tandpoint of co.,.,.,..cis.l. procruction, l.lr . D:>ucJ.as """ 
(ltlito d!.nturbed a t t ho stato:nAJnts released by tr.o Sccrot.ary of r,ar 
N\d ruJ.in<;s bel.n(l !Wldod do.., by the Priori tics Donrd. He fools 
lhnt their cilltalj• production to~ is not liJ:xl.tcd oitlu,r by SJX!CC 

or u, ClCnpov;cr oo that there io no advantage dmtooover to tho 
• .1!.11 tnr;. ;>ro{;l'""' in cut tine dor.n the cO:n:.1Brcicl production . In • 

174 

!net I.e feels very c!cl'initcly that the oaintennnco of cOIN.~rci<J. pro­
c:.•ction hns been of subotenticl ud in his plant in tra1n1.nc v.orl<ers 
for ..l.lltnr;· proeuction . In addition, he feels that thi~ is en ·ex­
cc;tion:;l l;· i'e.vo~e tir.c for .:.:::erican co:::wrci:J. nirpl=cs to O:iJ<'Il 
o;> :.cr. i'orei:;;. oar:-cta but t ools tll.at tll!.s pos:>:.bl.llty ns m:ll as 
t..e no:=J. cxp=sion of our clD""sUc airlines r.1JJ. be scrioualy 
Clf.ectcd \T; tl'.c policy bein<! established. Ho felt that the possi­
bility had been >.orkcd out vd.tbout giving the onnutacturnrs of com­
r.crcinl nirpl.t.nes an adequate opportunity to present t heir case . 

:ru.;.;estod t."..at i.i' ho cur.c to 1/a~r.in;t..on 110 should be (;].Ad t o 
G.l'rtl.,GO for him to d18CU80 Ud.G problem vath tho proper Ofticis.l.s . 

In our discussion o! t1:o li.adtation of commercicl production , i t 
""" brou&}lt out very often that deliveries on criticcl itcr.s needed 
:.Z. t11li U:u-;· production nrc cado by nir Ellqll'ess in order to c.:li.ntain 
r111tacy production a t as hicl> a level as pasllible. I t muld 5eCI:1 

tl.nt cnre!'ul at teaUon ought to be given to tho tran.opartati on 
probJ.ai.s or the !fest Coast o.irplane plJ!nts since they IU'6 60 far re­
JOOVC:ci fron rost o! t heir 1111ppliers that even minor trNl!lportation 
cl!.fficulties often cause oerioUG producUon disturbances. As t he 
r~te of production on tho \lost Coast plants steps up Tl:l.th tl!c new 
unite llbich are soon to co010 into prociuction tho iz:lportance or this 
transportation proble.'ll vd.ll increase by leaps r.nd bounds . Points 
that misl>t bear i rmwtigation include t he followina• 

1 . .tir c:q>re:ss faciliUeo. 

2 . ~..al>llsh::lcnt of ,..cul.ar a1r f rci(lbt oervico oithor by 
private nir llnos or by tho United Stetcs /or"'f (the 
.trey is ~& 549 Cllr&') sbips from D:>ul:las, doli very 
begl.nnin£ in l:.ey- 191.1) . 

3. Reexatll.nation of a covcment now on foot to prohibit 
pool -car shipment s • 

4 . Reexatll.nation ot .,.,.,omenta oaid to be on toot to block 
consolidation of ..,tor truck linea to form largo G;'St.8• 
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wusl!! A1.rera.tt co • , Inc. 

In this connection I have recent:~¥ boon aclvised 
tllAt North AJn,erican .t.'ri.ation ia now shipping 
PrOtt & 1'lh1 tney engines tor P.arvard trainers to 
the west Coast by truck and getting delivery 
tour days quicker than shipment by r.U. 

Our trip throuah this plant was very thorou(lh end very 
intereatinc . Dou&].aa .., the only COJ:IPCIIlY Vlhich "" viated llhich 
ae(lm8d to be 'I'C>rking toward real man production methode. They 
are tl~e only compai'IY we have seen 11b1ch constructe the 1\l.ael.age 
of p1.4nes in t1110 hal:ves as i f the plane had bc~Jn cut verticall3' 
UlrOUclt tho middle . these are aet up on IIIO"V&hle cSollies and per­
cit t wl.eo as 111111"11 men to 'IK>rk on tho - plllne a.asecply eo is 
posGiblo unc!u the ..ethcd used in moGt of tho o ti\Cr pl.ents. In 
addition , tbrougj>out tha plant there ...., erldelleo t.bat operations 
are bc1n& broken do111l into s::>:lll. un1 ts so that the JOCD-houra per 
da:y per a1rp)..onb in construction can be elq)8ndod a.a COJ.ch as 
possible . 'l'h1s Nl'e approach i s boinc taken to ooroe extent at 
LOckheed but haD not been carried fol"'ll&rd as tar there • 

• 
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Lo~o4 .Urc ralt OorporaUoa 

Vo •t with Mr. llollort Oroto, Preolclo.,t , at 9130 A.M. oa 
Jro•••hr 26. 

17? 

Ao of lloTOallor 23, l94o, thio OOIIP&II1 hail tho followiac unfillo4 
ordorll 

u. s. Ant 
YP-38 l'llrod t 
1'- 38 J'Urmt l.llterceptor 
:a-~9 J'Ured i 
:a-ss l'llred t t1P.ter 

u. s. 1&"07 

12 
67} 

l 
l 

18 !...,.port 1 

Br1Uoh Jlopire 
la il Joaber 802 
322 Iatorceptor 667 
37 Joabor 675 
eo .. rcial troaoport 27 

So11th Aaerioa 
CollliiOrcial tranopori 8 

Other hreip 
eo .. rcial troaoport lllltch I. 1114. 28 

u. s. eo-rcial 
eo-roial trantiJIOri ~~ 

total • 
Vo 4houoa4 ill cono14oralllo c!.otail tho 41t1oreKoo l>etweon the 

U. S. AntP-38 &114 th& llrUioh lloc!.ol }22, an outll.lla of which h a\tacho4 
ao 11111\U I . !ha 1'-38 tolooo th& Allioon' oJICiu, while t ho 322 talooo 
tho AlllooA C oJICiM. file :Sritioh 1ntoD4 to owit ch ~ tho r •IICl,. wh&a 
tho plaao h wll i cto pro4wotio.,, "blOt will uoo tho C ""'U that tao. 
Aceor41J1Cl7' 1t .... acroa4 that tha reaa1n1JIC difforencoo vould l>e reforroc!. 
to tho St&DdefttoaUon Co..tUM tor illllllldlah conoidoration to tho oDd 
that tho pl.,.o l>e -.de 14ontioal at iha ti• tho :lr1Uoh e4opt the J 
•act,.. Oao "POint which mot 'be oh&oloo4 h tho coapaq ' o uadorotandlJIC 
that tb.t7 ••t deUTOr 31 1'-38'• to th& U. 8. 'before tho7 can 4ol1ftr 
"'T 322'o to tha :SriUoh. Oh1K&l7 thio oauot voa Kt it tho Ant 
i aohh oa banac planoo with J OJIClMe,llltor thoro v111 lie a &Doc!. .uq 
roo4 to dollftr with c oactu• tor the :lriUib loac llefore tho J oJICiu• 
are •1a11Mlt 1a ...-ut,. 
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!bore vat thttl a 41ocuoioa o! t he Xocltl 37 'boabtr 'IIIlich io due 
to ccao out be«iDDiDg iD Karch 19<61. !'he tarl 7 4tl1Ytrlet o! tblo plaae 
o.re 1ertoul7 throat eaecl b7 dol&J 1a oocnrliiC OJI«intt hoa Pratt aD4 
\'bUaer, The l a\oot vorcl 1o that DO o~neo will be aTailable iD <!"Mtl tr 
UIIUl Al)ril 1941. 'nit -ar oet the pr o«ru back at a Uao vh ... the Brltloh 
will han «re&t aotcl !or thit \7Pe o! a!.rplaae. It hlcoo tvc Pratt aD4 
Vhlt•er 2800 110\oro. I a this coaaootloD the OIJUtotioa vat aacle that 
PraU Md Vhltaq, in new o! the ••rcenc)' Dtecl !or thett enc1noo, ohould 
f!.O t o 24-hour oporatioao o~a dar• a wale ao oooa • pooolblt. It .!.• 
:pArllcul.&rl Y dOiirabl·MM~ .... ., effort be llftdt to set tarl7 dtl1Ytr1oo 
on thh a!.rplaae , aa loag-rance «&~ taalco are 'btiiiC 4tnlope4 for it, and 
It will bo poooi'bl o to !17 tho planoo to J:aclaad at qllickl7 ao \hq are 
flnlthod. 

!'bert vat t hen a 41tcunion o! tha Y.odt1 414 (~oA) 'boaber, o! ~ 
Yhlch the Brltlth are ourrentl7 recoinns nbotantial quant Uloo. .lt 
prooont there ar• 25 t o 30 of thoot planet ..,.itiiiC o.nstnet. !hq vlll 
tt1ii either Yrlpt 1820'• or Pratt and Yh1\D17 1830'• · !bq -t t o 
= hto u 8\'tn JIOrt oeriowo oaglao de!i~lt l ahr. !hio haa been ca:tuoecl 
b7 the ~radt of 1820 oag1neo to ~he U. s . .Lrw:t in re~urJt for which ~be 
!ritloh rectiYecl !171,; fortroooet aD4 Conoolidatecl B-24 boabero. !ho 
BriUoh o.re to rni ov their enUre o,;iJte procru and ott 1t e,;inet 
ct.ftllot bt -.dt anilable to coYer this deficit . Mr. <h"ooo of Lockheed 
eophaahtd ~hot thit point ohould be oettltcl at oaoe oo that the necttoarr 
dol1Yer)' &dJuotaeAtt oan be made oa other itemo r equired to oo~~plete the 
pliJlu, Ht alto oaid that the pertoraaaoe ot the ohlp 1o bettor vi th 
1820 onctneo thaD with 18301o, aad tlaough~ that it would be otill better 
rlth Alliooa r• t, tht inotallatloa o! which he a«rtecl t o ohtok and adrtoe 
tho Bri tioh, I n a 41touoolon of poteatlal oapaolt7 Mr. Orooo oald that "? 
~her could aalct hoa 1500 to '100 110ro o! thooe plant a !>LKu"cA. 3b_ 1942 
without a!!totia« U. s. ooatrae\i pf1>Tttbo4 tbe a.ctooa., oag1nto were 
M'&l.lal>l e. 

!htrt vat Ul• a rather «.ural 41tcu .. ioa of the ptOd...,tln 
eap&elt)' o! Lockbotcl OTer t ho aorl 18 JOOatloa. Xr. Orooo t .. lo ocD1'i4at 
that t hq can ..n a total o! aro=A 5,300 a!.rplaatt b7 J'aat 30, 1M3 1a 
eontrut to t he 3 ,069 ldl!ch \hq ha4 oa orcler at !o••hr 23 , l!NO. 1lba 
their bll114iJI«t aov aadtr conotrucUoa are ccllpltted thq will han abod 
3,000,000 t quare teet o! epace with a l abor force of -..tv- 35,000 aa4 
30,000. !beT would l ike to otar ia tho ._tacturt o! ohipo "'' t o 35,000 
or 30,000 po'lllldt, aad ia41oate4 that thq vo'llld bt la\trettecl iD uiac \heir 
txceu capecl\7 to llllkt a purolli t ohlp ouola o.o tlao aew llrUlola 'fn>bcoa. 

I 

Thro"qlaout our 41oouooloae o! p1aat Cl!p&ei t7 it -• npbaollecl 0«&1• 
IIJld apia thot there wao onbotaatlal ltwar in a!.rtrMe productloa vblch vu 
betoc loot beoauo o! t ho ocarcHr o! 1~aet. Xr. Clrooo o~otecl that oerloua 
conoldoratlo.a be r1 TeD to hartag ea11 IJI«lat ......tacturtrt IIUch &I llutr * 
l!tD&oco procl'IIOt a dt r licaoo tha ea11 m~t:inoo aet4.ecl b7 tha ~ ...aa!~~eturen 
(Yaop Jr. •d l!ri.«t>\ t'75), l MrtiiC tilt tt~Urt C81>Nlt7 of \he l arp ......tacturero 
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atailal>lo tor tha p..o41101t1oa of tM larse ~ 00 w~ lleeb4 for 
t"""" .,cl boo'ben. 

n. o4ucaUoaol pf'OCJ'810 of tb.ia 0011])0117 llu 11 .... ill utataaco a'bout 
tln 71&" ancl t h07 &J'O aoiiJ)lata~ aot up to toko caro of all their nqv.iJ"0-
0111u. !bo7 well< wUh tu local achoolo, 'botb pal>l1o ucl prhato, u4 aloo 
wltl> tho '17a1TonU7 of Sov.tura Cal1tora1e. llr. Orooo foala t bat th&7 ou 
toke 00 NIT Jo'b ao -ttar bow large oacl I'<IO~too to oYoroo .. tM lo'bor 
pro'bl .. 111Yo1Yod. !1>&7 haYO a aaiiJ)lota pl'Ooobro for. tra1Dlac alrea4T 
.. t up tocothar with n£Ul.ar ••tbo4o for traiDlac ..... taotlllc lllOl...U.C 
ooiontiflo aptitv.clo t ooto ud 111tolltsaaoo toot o, Which haTe 'boon wotko4 
out with tho oto.ff of tho =1nnit7• TM7 haTe P"POro4 a 07ll.altu of 
thlo ontlro pl'OCJ'810 and tnra1oho4 it to llr. r orJ"Oatal for hio ... o. !hq 
would 'bo dol1«)oh4 to han llll7 111tarootod OoTeruoat -07 oov.cl & ~ 
1111tat1YI t o r;o 111to tholr proco411J'0 111 detail ud oaid that J"&pJ"OooatoUno 
t- tho 11rl«bt plant at Pattanon han alrea4T 'bo .. ov.t to center with tho. 
aa4 loa .. 1llotallo4 ooao of thair proco4'CU'oo. 

l'bo houolllc pro'bloo 1o not oorlouo oo far ao a.ailo'b1l1t7 of 
<toolll.Dc unHo 1o coacorao4. ~han lo , howOTer, a pl'O'b~ with roapect 
to rontalo. .lppou·ont~ tho too J.D,ploo llll.llicipal otf1c1alo &ro oupoolllc 
Oonmooat houoiDc projooto with tho roault that h1«b roatalo pJ'Oftll 
buod qoa tho oooto ud pol1oioa of pr1Ta t o roal Mtato oatorprlaoo. 
llr. Oroll tooh that u 110'11ld 'bo nJ'T ulptul to haTO ooao addiUaaol 
0oTOJ'DIODt lo'lf-ooot roatal projOOh thoro, and. acrood to fo1'Will'd dot& On 
thh polllt if bo oo'llld aocnomlato it. 

Tho labor probl• &JJP0&1'11 to h bottar lwl4lo4 ill tb.io plut tholl 
in OD:f other wo o..,. oa tho Goaat. ThaT han u O])lll obop but baTo rococ­
nhod an A. r. of L. att111ate ao tho oolo bal'll&1niac -· !1>&7 llan 
a oontroot with thh uaioa 'l'b1oh a:p1roa 111 .l"''Ut 19U. !1>&7 han ti>J'Oo­
ahitt oporationo but t u aooond ahUt h&o oalT a fair -=t ot -. u4 
tho third &bitt hao on:Q- a lludtul . ot tho total labor forco, tho diotrlbv.o­
Uoa 'botwooa ab.Uto 1o ahont 100-80-20. !han 1o ao 'boaUI for Saturdq ud 
habJ 'lfOJt: 'O.Dlooo H 1a wortc 111 M41Uon to tha roculU 40-.bo'CU' wool<. 
I hoTO • COP¥ ot t hoir l.&bor contraot ill 07 ~1loo. 

!ho aoot ot r1ld.ac thiDc about thlo pl.Rt 1o tho &OJ'IT aA atllaalaa 
of tho oaploTOOo. 1rb1lo thq an paid alaoot aUro:Q- oa a atralcl>t llorar~ 
-.co. tba eaer17 and a tlluaian 111 aTldaDG& all oTer tu plut aada oao foal 
thot tho7 won wor11:1ac at piooo ratao. ~hlo atUtlld.e •- to bo a rotlooUoa 
of tho att1t104o ot tho top -utino, all of '~'boa - to bo brilltlll ot 
&nthuolon for tho1r Jobo aD4 tor t ho OOI'JIOfttloa. !1>07 won p!'O'ball~ tu 
flrat a1raratt ooopaq to ctn aorloua tboapt to tho ponOJ!Ul pl'Obl-
of larco-ooala Oplftt1oa &v.c1 han llPPJ'O"""'o4 tt 1atoll1coat~ a 4 with 
l.aacbattoa. !llooo otforta appoer aow to 'bo baarl.a« fruit ill tbelr pro-
4uoUoll f1cvoa, 

!qtbla OTidaoo of the ap1r1t of tha woll<on ill th1a plant 1a 
«l•on b7 tholr dodro to u11:o ono a441t1onal booabor oa tholr owa tiM to 
«in to tiiiO lr1Uoh JOOplo ao a Cllrlat-• prea .. t . I foaad. upoa 
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!Ja.,.oU,p.UOD that Ulie ~et1oa, Wb.tcla 11M DOW ... oW tlla poiat of 
a taJICl'blo otter, ,.. tupift<l u4 oarr1e4 ctllt llr a )'O'CIIIC oloap 1a tile Uop 
.,..., oar"DI a n't'f ..U aal&rr, u4 that tile au .. ...,.lo-t et the u.. 
.,11 ,. qootaoaov.a ~.,,... oa the par\ of the womN rl\U...t aU. t ... tile 
~'· I DlftM to torwa..t llr. Gro .. a letter o11tltaiac the -an 
foaol'ble lepl 'bade upoa wh1ah Ulie plue 00'1114 lie clna to tM lll'lUell 
aD4 to ••• lt a wq o0'1114 aot lie womt 011t eo that tile ro-c - w» 
unt o~oteA tile clft oO'IIlA -• to Wublactoa IIDA -a tu pno•tatloa 
to Lord Lotb.I.G· 
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Major Oit't'oronooo Which Af'f'•ot Baaio 
Airpla ne and t ho Prodvc t1 o n l.l.no 

Co l u:r.n A 

1. BDpne• 
P-li8B haa Allie on F-2 (R.II. ~ I'" IT. 
rotati11j;) 
322 boo Allloon C-16 (R.Il. rotation only) 
lliiee engir.e o are quite d! fferont in thtlir 
layout requi rins a different ! n•tollatl un 
tar each). The o~pos1te hond rotation 
arteot• the _;lropollor6, :;ta.rters. tor 
the 322 airplane•). 

2. Su?ercht.rGora 
~ hu G. !-:. t'urbu ~.!'?orohorcer 
liU heo no turb<. su;>orcharr;aro duo tu 
iiiixportabili ty 

3. Parte Atteotad by S"percharrrs 
Oii&r l'&nr; Jl&ne1a 

~.~!nor Dif't'c:trO'n.eo• which llff'ect '" Prvvi •1 un~J"' 
Only . l netn llntiu n by !Nyer o r Ftno l Asoy. 

co lur:~n 9 

1. Radio Equi~nt 

~~8 American ty~u rndio 

322 has Br ltiah type rn'.! o 

The rndi -.. equ i j) '~nt i c o nt1 ro ly 
d! fforo::t. 

~ . OA-,)··uc n f:{j1ti?r.tent 

P-38E hus 1 lorco cylinder vf low preuuro 
322 hos t'f.\r hiGh proasure ueycun cyUnttora 
<nth oho.tter prutoctiun o.dded. 

(The ux:ycon r .:.culo.turs. bottle atu•c• 
are differer.t in each airplane) , 

~ (only) has ckloto built Into ~anol for 
.,.. aa interoa<~ler tor turbo OUparohar!;"d o1 r. 

• 
.. =-s,Equip .. llt 

t ao, 1 La:ldin g Liglrt 
No Flar .. 

!!! ..... 
1 llaYiption Li&ht 

2 Landing LiGht& 
I Jl'lareo 
1 Set Fumatiun Li,tlta 

3 . Instruments 
P- 3H£ >.ill ha.,. ""'•tly a lternating curreDt 
rc::ute readi nt; new.· type inctrutWnts. 

322 nill havo Ar.lorican type inat,....Dta 
'6Ut of older desi gn. not eleetrle • 

The 1natru•nt paMll. lnstJ"UJ:~~tnt con­
nectiot:s 11111 aleo be different. 

4. Pi lot a Seat 

.P-:58& oeut can tao eithe r book' t)'!>O cr 
~type chute - haa B-11 safety belt. 
322 haa ~uttun llarn.aa and aeot type 
chute, hao deep bucket type aeot . 1 Set Identitication Lithta 

1 Sat AL~o-.tic Racornition Li :;ht o. 

Arrament 
P-:581 v.i.ll hove 4-. 6G col. (;Uft& (Cult) 
1"lJJtill1 of' tho 2.0 nn. CQr.non for tho 322 
a re not yet oatal>liahed.. lt r.aay be in~~ 
oheeeu,ble ~itb the !wOrlc:•D -cannon.) 

'" 

s. OUoaisht 
3.Z2 (only) ia io be ;"Jr(lovided '1'.1 t.h r inc ­
o.nd- bo:ld &l::ltt. i r. 4dd1t!.on to refl .;~'tur. 

~1eoollan•oue t~l.nor D1 f't~ rano~ 
wh i ch 4o not Af'feet TooU n c 

Co l u.":"'n C 

1. Camuflo.~ Patte rn 

P-39~ hoe breen U?per 
--- c;rey lo't:Cr 
322 hast sreen ~ bru.n 
(111x4d) on u?per aur­
tacea• Sky blue loner. 

2. !!nnd Fire l'.>t1ngu1sbera 
322 (ODly ) ?roYideo a 
a~ll hand (liquid type) 
fi r e oY.ti •tui lher in the 
flicht etatiun. 

~ 
~ 

§ 
"' .. .. 
... 
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Jottb. JM1'1- .l\'iaU!!e lao, 

Ve .. , wi\ll Ill', l . J. • .l'-4, fiae ,..aeU. ... l, al 5.00 P. X. oa 
..... -., 26 • 

183 

.le of .......... 2}, 1911o, '\ll11 o a v 11M \lle tollowillc ..t1lle4 
oi'UtOI 

11 ••• ...,., 
D-28 1 
D-211. 1 
11-25 lloakt 1 ,0117 
.4!-6 • .lf-61. ba1aar 2 , 2111 

D. S. ln7 
SA -l! !'ra1aG' 25 
SIJ-J !raiut 270 

JtiUoh llllp1ta 
J,t.,. 7J Parn:U 62o 
!~arYaN II t'n.in.., l,o6s 

South .AM1'1oa 
J,t.,.ljlj D1•e lloaber 22 .. 

Other J orelp 
lf.t...50.l Jicbht - Siaa ___§_ 

Ora...! !ow.l 5. )01 

At lila ....... , tiM \lle1r .,.uro pro1.114Uoa 1e oanoeatrahil at 
l"Cl....,oll, !llq are hiltiA& a pt-at 1a Dallal to llloioll all pro""'Uoa 
of traiur1 tor \lle J.ntr u4 fn7 will be tna1t..-rat. ail pt-at will 
bopa h pro1.114e la .April, 19111, u4 will reeoll a azilla of 26o tn1ur1 
pot IIODtll Abott -.... ... , 19111, at II!Uoll \1&1 it will lla•e abO'Ilt 10,000 
uplo;rae1, 

I ' • 
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Jorth .& .. rlcu .&naUo•~ IDe. 

!hq are aaxiou \o fWoh thelr prod:uoUoa of traiaon for 
P""'"·H ohipo for \he :Sri Uoh b7 \he •4 of 19111 oilloo liT \bet u .. · 
lholr probotloll of Ar~~~r boal>ore ¥111 beT• QpU4e4 to a polat where 
11 vlll require t.laoe\ tho •Ure 111Cl-o4 plt.lll. !hq .. u.te the\ 
o!lor Deooaber }11 19111 their oapaoi\7 at Ia,1ewoo41 otho.r thea tor 
.&rrq bomben 1 will l>e either 50 traillere or 25 pvollit ohipo per 11011\h, 
f hlo work ~ oht.Dc• oollli4eral>l.7 it lhq are pTIIl a aev boal>er 
!aolo1'7 o.l lalleae OU71 •• hn "- 41ewue4 vi\h tho Dotea11 Co-telioa1 
h vhtoh caoo tbq hope lo ooao•tro.le oa \he pr04'110UOil of pvlllil llir­
plaoll 1D Ia,1ewoo4. 

fhe7 espoc t to haTe 1111000 .ap107••• at lactewoo4 vithiD eisllt 
.. AIIlo, 

Pro• lho al>oTe 1\ 11 ol>Yiou lht.t 1! tho BriUoh are to oocuro 
aW U ollt.l Cl"""ti u .. of llarTar4 lraiuro lhq ¥111 han lo be aa4e 
ollbor hT l Oili other .... ataoi'IIZ'er Wl4t.r llOIIlll troa Borth .lllerioall1 
or la a "'" ! aoilit7 to l>e cr .. te4 b7 t.ll4 tor Borth .&aerioaa. llr. J.tvoo4 
l o4lcale4 thai lhq wore aol •erT a~~\huiaeUo about liollllillc aqou 
olio lo pro4uoe tb .. e plallee bul voul.4 oou14o.r pro4aoiac if aev oapaoi\7 
coul.4 be oreale4 tor Borth .llleriOt.ll. !he aev plaal at Dt.llao vh1oh will 
be uoo4. !or Arllllr traillere ¥111 ooet $7 ,5()0,000.00 with t.ll opti- pro-
4uclioa poooibili\7 of }00 per 110nlb. !11.17 woul.4 4eoire to locale o.q 
oov !acl1117 to pro4uoo trainer• tor the :SrUilh 111 the .,.., 1oco.Uon 
oo lhol lho innolaa~~t requ1re4 would be proporUoul to thai roqulre4 
tor lbo plt.~~l which 11 aov belli& oel lliP· llr. J.tvoo4 11t1Mioo lhat 
ouch a aev plt.~~l ooul.4 be eet I1P a~~4 blpn pro41l0Uon ia olx lo eicbt 
•••lbo !roa tbe tiao tho or4er •• plaoe4 . 

!he tra1411lc propou for 4no1opillc ...., _,1qeoo t.ll4 IIJPI1'­
T1ocl'7 p oroo111111 11 epp&r•U7 oauillc thea -• tro~• 14 la,1ewo0<1. 
t.llho"Ch thO)' tl.o nol appear l o Yiw i& Yilh ~-~ OODOil'll. Ull4olll>la4171 
bovtTor 1 onut ll>o faolore vhioh -· til• 11Dvillill& te -114er 
oorioueq the poeeibllit7 of throe ahifl operalioa ie lbe axtra l>urdea 
Vhlcb it voul.4 put oa \baa l o 4nelop a441Uollt.l .....n-e-' a441-
llollo.l l ra1o.e4 vorlceu. 111 our oollTereaUou wilb lOili of the other 
uautaoturon who haTe vall eolabliohe4 traiaiac JII'O...-• ve cot lhe 
1oprootloll the\ Borth J.aerioa~~ ht.4 ' 11fle41 qullo a,.,. ..,... b7 
lho otter ot q hour• worlc per vHic1 !hie vorlc 11 poodllle for a plt.~~l 
lbal h vorlcill& olll)' h o t.htfh where t.llOther .... ataol- oa lhrH 
obith _, worlc hie au oll17 lio or lili hour• a v .. lc1 b Jlt.l1u there 11 
or oour11 110 pooolb1lh7 for l'orlh J.aer10a11 to 4rav oa -nol.re 
ooloblhho4 b7 o\her -ataolarere t.ll4 aooor4111ClT lbq •e 11ttillc I1P 
lho1r ow lra1411lc eohoo1 t.ll4 haTe pr.,-14 a e)'l~~ • oon of 
vhtcb vao lo be tvlliohe4 1o Seore~arT J'orreelt.l~ !he7 •- 0Af141111 
\bt.\ \hq vlll liclc thel.r prob1• a\ Dalla• 1 
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north t.;l!erictlft A,Yiation I Inc I 

N.,..paper reports on the iOeat ooaat 1n<licata that this 
c<>ll!llAIIY is l1kol¥ to face de::=d3 !l'om t he unions 1n tho V1ll7 near 
.ruture !ollo'ld.ng on the hoo1s of the d1ff1CNlt:y at VUltoe . 'l'he;y 
ncTI llnvc no cxclusi ve barc;aining agency 1n the ylant nor 1a there 
M:J labor contract. The men are paid a atrai;ht hour~ rate 'ld.th 
no incQIItivo plml llbatsoevcr , l.lr. Atwood did not ev1cla:lce ~ 
fll"CSt intorost in J.lr , Faire;y•e cleecr1pt1on of tho Enallsh premium­
bonus c;ystelll• 

The alulll1num a1tuat1on ia cauainc th1a OOIIIj)lley eona1der8hle 
coneorn . 'n10:y cannot set deliveries on varioUD rod3, sheets , bars, 
extrusions , etc . and feel that cu:pml81on of ali&Dum capnc::l.ty on 
tho Pr.c::l.f1c coast or 1n SCXle area clooe to tho GNt i s shaolutal;y 
necc:~sary. '""-jor Stro=e of tho u. s. A.rr:t:l .u.r Corps 1lbo .a with 
"' scl.c:l that tho ~ """ mm Co::Jpllll;y ..... not grantina licenses for 
heot-trc4t1ng on tho ll"eat eonst. Coptoin Kl-aus d1aagreed very 
eqllnti~ 'ld.th this poa1t1on and both he ADd Secretary Forreatal 
in<!icatcd t~.c::l.r wl.ll1ngness to fol.lo1f throu;h 11ZJ:1 cte!1n1te proposal 
!or tho cat8hll~t of a dd1t1onal fac::l.l1t1ea on the \l'eat coast 
,.,.ich wu being blocked b;y tho J.llll:XI.num Comp~. 

We lind a brief d1scuaa1on of standardization poas1b111ties . 
This applies , of course, o~ to the Harvard trainer since this ia 
the only pl.N'e 'lddch is made for both the Br1 tiah and tho United 
Statco. Ylc were aurprised to discover that oven this ship baa not 
boon atandardized. The Br1 tish trainor bee nna guns J the united 
States trainor none. There are other differenoea representing 
about l5-' of tho total plane. There •a gu>eral a greement thet thie 
""" certainl,y one ehl.p daa1gned for eaa~ the aace use and it 
ou felt tho standardization co:md.ttee should arrange at once to 
have tho planes takeD b;y both Government& identical. 

ou.r walk tbrough the plAnt ._. rather hurried ainee 1~ .a 
quite lata 1n tho da,y and ever;yone ,.. pretty anxious to get on, 
our' 1q>reaa1on waa thet procmction 1IU dafin1~ un<IN" control Blld 
tho plant orpnised !or effic::l.ent operation. The - thing ~ 
bethera mo, however, i e the eocplaeeney 'Ill. th 11hich Mr . Atll>od Vle1111 
thc::l.r proDcnt production u e peak. Thq - to baYe quite a lot 
ot apaeo about and 'td.th complete utillzation of apaeo and extensi• 
or opcrat1ono to three aldfte, INftll ~ a •ek, I should tld.nk 
tharo could be a ooneiclerahle incr<Naae in procllction 'Ill. th the present 
!ae1llt1ea . 

' 

• 
.. 
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0 1 t .uoe JJ..re t , Inc . 

.. e ~.ot •dth !..r . John !:. ::orthrop, l'ruaidllnt o! :;orthrop 
. .irCTn!t , Inc. about noon o n ~:ove::lbe.r 29 . 

,,s <>f .. O','a1bOl' 23, 1940, this CCIIUj>My r.lld tho tollol.inC un:.":illcd 
cr t:.e1·._ : 

' rHi vh ;,mpire 
V-72 Vultoe di~e baobcr ~00 

othC>l' • <'t'tliiJil 
1.- JPil llo:nber - tior;,cy 

! rc.ui totsJ. 

... c.!.:O'·. sed 1irst t b! s i t W>tion •.ith r espuct to ;:eetin;; 
.r-.c:.:. • • • •..ivories on ..I.e 'iult et. <iive boi..bur 'onich tl.oy ere cmru­
....... c:.u- .n 1"01· tt.e ill"it.ish unoer license . Al:t.:.ou.:.t: they nUll c.on 't. 
.x. t t Ol• -:uch O! the jic ~"'!0 tool l'.Ol".k tor .. orthro~• a ui\•c t:x:aber 
.• :.t•·-•· ' -- bo.o '-·" " by nortlu-o., """ ho .. =uch by Vulteo, the proble::: 
...... n ... bdi.ow.. o.na .. ori..i'.rop e ..... JJ~Ctt. to ,..roc.uee t:'.o first air :>lane in 
:1e Oi <..ance wi t.l tho con .. l·E.ct sch.eaule U\'- to reach a hi &her production 
.~t. ~ , Jl l\o; , in<.icated by tbe schedule. Tho penk of J5 per :r.onth 
t.,!c., 1.. or l .11.vo esti,r...stca is t..?pa.rentl y a vary ccncorvut.i"e estimate 
o! .~~..w. pt'Oduct1on. 

'lultoEt und t:ort:.rop are pooling their mo.tu1'1t".l ordort~ tor the 
, ro.u<·t1on 01 the <live bov.()ol' a.'>d ere ettemptinn to plnce the:> so as 
tc c: ~nau 1..!~ ot·dert over c.s many suppli•rv ao io conaist.cmt vd.th 
~!' !.cif..mcy • 

• U.t:101!j;!; dol1vo%"J proci.ses w!:dcr. t hey u·e cettinl; todn;y on 
<.1"'-<l.n-.r parts oro very brui, they ha\'e a reserve o! these roquiraccnts 
L.t -.·.u oovor t r.o first f~ty oirplaneo and accorciinw it is not 
'-"•~• ~ tc<i ~t o.el.Ey in W.leimm deilveriOG 1l1ll dolcy proo.uction 

: t.;~~ ~:; lt.n.c! according to schedule • 

.. crt.hrop ic at ,;recent -.orlcin£ t-.o ah1Jts, oech on a fift.y- !lour 
<.c:; ,:i,·e ten-hour <c::.;c ;>er =>· LO :re(;ulcr -.or:.: io echociulcci for 
•• t\i:'..:.;,. Cl' ZunU>,;; s but tnoy o.o r.ot !'.ave DrJ:I lobor union or oontrnctl'!ll 
"' ->ti•t.: • ith their lnbor that \oOulCl Cet:'-IU'ld J"':Ll8nt of t~-llcl.f 
•C . .... c.tu-c..&..jo· c.r o.iWl<lLiy ""Work . Jll.l YiU("eD ara at Jn .. sent on a s-t.rai:ht 
>i.;o t 1-1c :.ncl no piece-v.ork or pr omium bonuo arrangeoen ts are useci • 

.. o1 t!u·o,, exprovaed consiaernblllltnt"rcot 1n the uoo of the 
•·1 u.J.w .. -bonuo eyot001 employed in i::nG]IIId end, bAved on a b>·iet Cleocrip­
•·'n .i <n by ~ta1 o . Fair ey Eind Sibl'iot, t hel( undertook to et\!dy t he 
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uortt.rop weratt. lnc. 

poaoible llp;liclltion of t his syate~~ to tbeir plant. At t:r. ?airey•s 
~·~t, tJoll)' al.Go undertook to make 11 otu~ illf1edi.ately of the posoi ­
billt) of "l"'edint up ~>nci increasinc the ult.iJaate !'l'Oduction capacity 
of tlloir pJ.Mt , 

( liortlu•o)l is uevoloping an e>;perimontal purvuit s hip md an 

188 

oxp<lril:\Cntal l:ol:lbol· · and are anxious to brinG ono or the other of these 
shi :. i,n. o prouuction at t he conclusion of the u.l.vo bocaber cont r act . 
Tl.ey aru Cl~<linll t l•eir ;>lant rspiQly ::.00 it oean~~ to be or ganized on 
on ,{:'l.cient b&Bie . Their present eont1·act with Norwey tor the production 
or t>cnt,-iour b«:bero toill be cCC~pletcc on or 111\CIW of cchedulc anO. i t 
£t:a:...c. 1 oa-..iblo £l"o:L our Cliscu.ssion U'Kl e.x.&ldnAt.ion o£ the pl.nnt tr..at. t!'ven 
io. ..;,ors uc> '"''e a chip ot tl e1r or.n r.llich ,.ill c..,.., into ,aociuction early 
1:1 1--. ...: ~he)' ~i.:.l ni4 be able to produce adoitioMl aodel 72 c:ive b<Elbel·s 
.,..:t:oc;. t o: the •~ !.tisl: or .for so::se othor Co·;ern:J.c-nt • 

• 

• , 
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.,bile 1n San !Jiego on Nowmber 28 I took the oppol'tuni ty to 
WOP 1n to U~1 J.:r, Jcyan, President 0£ tOO li)'&n Aeronautical Corp, 
:.ono or ~he ott er member& of the ~Y except Co!:ulwtder Gingrich, Aide 
to :;ee>·otcry .oacatal, """' able to come w1 t h LUI and I tuked to 
;.:r . ,, an for only fifteen to twenty 1111nutes. 

M of tlovecber 23, 1940, this ooe~pany had the !ollo\11nC 
wu"illCu 01 d81'0 I 

u • .>. Arar¥ 
PT-2l Trainer 

ij. - · Navy 
.IB-1 Trainer 

( t'lOr :oreign 
:;:.r- 20 'i'ra.iner - wtch ;;. Ind. 

67) 

lOO 

'i'hl.o plant be=ae of ito size i& equipped to J:\llke only 
;>riDZ>'Y ~uinei'S so far as complete a..lr;>laneo uo concerned. It 
c.oeo hn•to ca,:acit;r f or lllllking al=inum pal'ts tor other ol.rcratt 
~Jmu£ncturero and may be a partial solution to tho alwllinum ci.i.ffi ­
culties \.hich the Weat coast manutacturora 41'0 having . 

They l.nvo no labor di!ficulties nt the moment and ere operating 
three o:u..tto of 48 hours each. The relat1 ve obo at the ah1Ita is 
100 - 60 - 10 indicating that prociuction of the eo 1'11c1l1 t1ea cou1d 
~robably be stepped up substant ially by 1nereaa1ng t he si :e of the 
• .c.:no. end thu'<l llhi!ta . Their prlmar.f trainc· pl'Oduction uaee 

tso 

i~Mer and !!enaaco engines M d, ncoording1y, U..y havo no 41Pbine c!i!i'icu1t1eo. 
::i.e)' connot, hoT.over, cake e:: advanced trainer ouch aa is l'to<!Uired by 
tile a-!.tiah 'll'ithout ooneiderab:U. ch&nGe 1n their operating tec:bn1_que 
"'"" pooeibl;y 1n their boll ldlngs. 

. .. 
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JBl"' #rpreC'· ty, 

•• act vlth M:r. 11ollard v. JUUuo •• tol!O .t..M. o• .. _.... a • 

.t.a of ..... ,.r 23, 1NO, \hlo OO'Ipa8T W tho tollovlac utUlod. 
o.Uroo 

17, a. Arrtt 
J!-13 kolo •rallln 
o-49 Oboorra,loll - Btiaooa 

lrlUoh -iN 
73Dho:laaMl' 
P-480 hrnU 

Othu J oroip 
T-12 J.t \aok boabor • Clb1.aa 

17, s. c-ro1al 
106 - S\iaooa 
Sll.-10 = Btlaooa 

Or&Ad t o\al 

2,833 
1<61 

3 
10 

Jatlll'Oll7 tho tiro\ \0J110 ot ooanroaUoa hare ... tho otrlka 
""ioh haA 'bou oo\\lod. """' a tn A.qo before ow 't'ioU, M:r. Millar 
1114 that tho 1a'bor le.Un lObo ha4 \alnd. vlth th• 'both botoro u4 
4111'111.& tho otrlko ol!phaolood. that tho otrlko w.o aot apiaot Tul , .. 
per •• 'but w.o tho OJIOAill.& ~ow 1a a la'bot otfouln .,.U.t tho uUro 
Vut Ooaat a't'iaUoa 1&41uot17. !b.io - 'fin u lad.1cato4 pn't'iO'IlllT 
hat """ reponed. 1a MnpaPer ......... ot tho l'rlka &Ad h al• -.,..,.. 
out b7 our ooawroaUIIao vlth ~ •·•&M••• ot other pluto. !he 
oUlko ooot tho oeep&~~F • ....,., • ._, A.qo of acnal wrl<iaC Uac aad. 
't1.ll han tho oftMt of 4alt!r1ac ooii&Alet 4alinl'1 .. 'T that uu or 
lOJtCit!' • 

• • !he plaat epuatoo oa t1oroo obltto vUb a rolaUw otruc\h of 
100 • 190 • & , J. ~- ot tift ouh h palt tu wlit oa tho -114 
aa4 thll't ohifto &114 1a aAdlUoa tho \IUH ohitt r-ino ol&bt hovo 
pq tor S 1/a hove wlit. .. onniM h palt t or wlit oa BatvA.q &Ad 
SuD4q ulou 1 t be alMrn tho to~ hov wlit wok. 

Vo f,lon.aoel IM'ot tho P-4&-0'o ~oh w.o tho ortor that tho 
BriUoh hat \alcoa om tor Ou.a4a t1'011 tho ....... !he ll'1Uoh ha'Yo 
MAo enoral olwlcee, all of ~oh han 'bMa wrlcol. out aaUatactorll)' 
vlth Tulhe vl\h tho aoopUoA ot tho •1f=eaal1Jic utorlal to be uod. 
111 the po taa~ca. TultM wul4 llkl to,... a •••nal ~oh the7 haft 
4nelopo4 \lo•oolno olaoo thq haw nbotuUal quutl\1 .. aftllahlo 
for earl)' Aalln"7 ......... to paro1auo alaU ... •t•l'1al _.. b7 tho 
l arp ro.'bbor ,, .. 1•• v1U tolq 4allft1'7• !be JfO h portooU7 
vllllac to \ab l'lalt..'• •tal'1al 1t u --- aad. ...,._, 
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Ysltet AirsreQ . Inc. 

vao ro~che4 at our Mttill4; 11hich wao at t011def. b7 MaJor Stroae at t he 
! lr Corp• t o arr~o t or ouch tooh to be aad.e at onoo. T\llt" o:~mech 
10 M'l't capao11:r at Downe:r to liMo add1 Uonal P-48-0' o at t ho on4 of 
lhlo or4or , ancl. 1o enxiouo that t ho !rl thh Purchaoi~~& Ooaloolon con­
o14or at onoo vhethar the:r " ""' 110re of tho .. alrplanoo. ~11 plane 
hal 2- , SO oel.lbor gw>.o In the tu.o ol AG• an4 .2- . ~O'o in eaoh wiD&. It 
bAa a to:n epee4 of M4 a.p. h . and tekoa the Pratt and WhHno:r R.-1830 
aotor. If t he !rltloh did llOt want .. re of t hlo .o4al it a1ght ba 
cont 1nno4 In pro4uot1on for China or !urko:r or ooao of the other 
torel p countrioo prortdad OD&ineo wer e aYailablo. 

We t hen d1ocune4 t he 41 n boabero which tho;r are bn1ld1~~& f or 
tho !rHhh and It eo•• reaaonablo to expect that tho ochod\llod 
4ol1nr h o will be Mt or .,., oxcooded. 'the onl:r open quootio11 
r-iuin& 1D COIIDection with t hcoe ohlpo ,... whether t hey oho\lld haYO 
a olo«h or tY!D t&il . 'lhlo wee •ri.«inel.l:r a Jrench contract and t he 
ohip bad boon eel 11!' with a twin tall becauao of the part1c\llar r .. 
qulrOIIDh of t ho Jronch. After 410CDU!On at tho plMt, Kr • hira:r 
acd ot her ao11b1ro of the l!r1 tlah Co.,.holon inolu41~~& Air Oo-dor o 
Kacooll ..vood t hat 11 would bon e llll«lo tall, oo with thlo probl• 
out of t ho V&:f ther e 1o notbin.<; further t o lnhrtaro with prodnct1on. 
f ho Tult oo mane&oment tool t hat tho:r wil l haYo quito a l ittle additional. 
CBJ)""it:r tor t hh production at their laobrtllo plant and it vao ..,;raM 
thAt tho diopooltlon of t hlo capacity ohou14 bo 1nYoot1~te4 and dec14od 
U'!)Otl• 

fhe coapan:r hao no d1ft1c\llt:r with aluminum 4eli'l'or1eo at prooo11t 
bocacoe they .,tlolpatad t he d1ttlc\llt1ot which haYo arl een and have old 
crdor o which will toke care of their r •qulroaanto . 'lho:r bol10'1'e t hat 
their t ntulnc and educational probl.,• are under oontrol and wiU ,., 
affect prcdDCtlon. 
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IIITIIN liiiAIIY, 

WAINI ~CTO~ , D.C. 

PBIISON.U. AND 
SECRET . 

Dear Mr. Secretary, 

lOth December, 1940. 

I eneloss herein for your 

persona l and secret information a eopy 

ot the l a tes t report received from 

London on the military situation. 

Believe me, 

Dear Mr. Secretary, 

Very sincerely yours, 

Tho Honourable 

Henr y Morgeothau, Jr . , 

United States Treasury, 

Wash1ogtoo, D. c • 

• 
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DM hi', lHo, 

... 1. 

l , '1'wo 4 .. trt»Jel'l OOIII14eNblJ ~4 b7 U. 

-ther e 4 - 4 .. tN7• l o oolUalOD 4~ae to -tbe~J 
one •W..rl• aahoft, 

a. Rml 411' ~•••· D19!!ber 7t h . 

!'eo 8141- b•bere 11ot to linet 1114 Wllbela­

•ha"o HlpeoU"17• !lot h H t-4 Mre~ bot ""'lte 

lo41t1nlte . 

~•·ht or 7\b(8!b• 
A totll or 110 llnnrt MDt to ltteolr tile 

rol lowloa obJeotl"'' 

T!rf••• 
O.OWOI'Ito, bla•t 
1\arMMo, _,.UilU111 
7U'4a ... ar •• 
ran...,. 

81'1tta!l7 ..... 

llol o.- ... 
O.ta .. 

~-re• • 1a ..... 

t.er!on ... llM•• 

.. ,.. 
!'be ..... - ~·t r--· .. Dllaaou..f 

IJIPMh to haM bMD Pllftlalllal'1)' 1-lltlll, 411 -

lli'OI'dt ........ ,_4 ·-.- ....... bel'f)' ......... wbo 

have oot l'lpor\04 to tileS. 'llue, aD4 two otben .tl1ab 

·- ~~-. •• u. -· ....... ,...,...., -u .. . 
I, lD ... UI••. beD'f)' "attn ............. -...... 
•• .:'~z:'-1& 

OlD DJJ ' I I .... ..US- !I ........ una. 
/ Ur 
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U r t oroe dl,. '-"" .. P and ao,.lo. At u.. 

t orMr plaoo, the ron and \hrH l&rp bullcllaao b U 

aocl at the loU .. o -. •• otnd41e4 '117 ..._, a.a 

ol~ratt •1oo1QSo 

no. ropOrt ecl •• 76 klllad and 76 oorloualJ lnJuret. 

Oonaral t o llura or a laGtrlo l\J tbi'C)\I&bD\It the 

ol\ J, ODd lo ~ d lotl'l0\0 \bora la 0 abOI'\e&O or &&ao 

*•t•r o~ppl1ao oro not bacll7 ottooto4. 

6 . 

oporot04 OYOI' or noor our ooooto, but octlYl\J OYOI' laa6 

nos ll.al lll a end lla 1t'c1 to potrol o ollcl roo-1Hnou. 

ODe ~r ohnt d OWDo 

7 , Alrorot\ ouualtlu la oponUoao owr llriUob 

Jalea. 

~ ( bJ daf ) o 

b7 our £l&bt•r•• DaUroJad •• ~•• ..... ~~~~~ .. 

boolbor , -.04 AU. 

Prl!ltb. 

lal.Ulllllo 

s . ~ 5oourltz, 

.... Htlataotoi'J , ollcl e.•• •"'PPlJ n•Uoble •• onOI'Sl 

_. toe\OI'lOOo 

"· .!'!M!!!J~•I?at·•· rotor 11114 olMutot'J •'Wll•• 

- o~t -1, altbl at o ..... el \110 ,_ oUU 

oUbol&t .... -
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lfUTIIM UIIAIIY, 

WAIHI NCTOR , O. C. 

lOth December, 1940 

Personal and Secret 

The Honourable 

Dear Wr. Secretary, 

I enclose herein tor your 

personal and aecret information a copy 

or the latest report received from London 

on the mili t ary situation. 

Believe me , 

Dear Wr. Secretary, 

Very sincerel y yours , 

Heney llorgenthau, Jr. , 

Unlted States Treeaury, 

Weahlnston, D. c. 

' 

• 
' ' 
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~1•.,.. Noel••• tro. Loodoa 

.. '-. 110-'-• 7\ll, 1~0. 

•o• ropor\ed \llo\ "Jort'or• wu IU \ ~T 

tl ft \orpetooo 'botoro ~roo&tac liP and ollllttq, 

"'arnOI'TOD Cu\le • baa 01\C ... d POldar ollo11\ 700 

a tloo llor\llooo\ ot R1Ye r l'l•hl oalr - .. o\ 

proaoo\ \ ha\ to-• boO - 4-ao end ouaal\loo 

and Polder oaooped \ o Jlor\heoo\, al>ort wt oharp 

o lr r ald on Por -u\h-Ooepor\ oarlT nl.tht ot \11e 

5 \ '-/6\h. VoMIOD -be• t ov ~111lcllll" ln&Mit oa\ ; 

o .. 11d \lu oa e lllUed 211 l a Jvocl. C• • I'OII 111 cloelt 

198 

hl\ ~J' H, ~;,, OD t'lN 0 OOPl O\&a}J' daaoaocl. ..1'10\&8 t'lre 

a\ OlaNaoo Yard clue t o l nooadhrloo IUiclor oon\rol. 

DOlphlD •lDOI' ....... 

2, Dom7 oooo\al bo\\orloo ohellod Chulaal 

oonwT ott DOftr P. ll. 5\h tor \wo llouro, a o ._,. 

rapor\od , Uolla ... -..., •• liMlU .. Oracll \roope oa 

to.,.._ wea lt.U ~ \eo ...._.. t .... ll'lUM olNrot'\, 

te.\ oooo o\oppod wi\ll MOY1 lta\, a.a-wt\ ~• 

P,M, 5\ll. ao ....-.1 oaaulUoo, ~1 ft-1 tr ,., • • 

Oo- JU- IOlaolto - N poPMd ala&, Yw UollU 

O.Ma\e ropor\od o\111 a\ \'UilOP P.M. Jo\h, 

,, '9D' AlP Pol'!!• •till\ Of J)oOOO~OP 5UV 

6\h, All open\lou ooDOellod owlDI \ o lied na\her. 

4. !tn'"' OD 4\tV5\h •wo lltliMtrre oll\olntd 

dlrat\ hUe oo an ... ..,. dea\roJ'OP obolli.Jll Orotlt t o P!!•· 
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K.I.D., V. D. 
Docoabor 10, 1940. 
12100 II. 

Thio mi litary oituation report ia ioouod by tho Mil i t ary 
Intollisonce Di~i oion, O.neral Staff. In ~iov of tho occeaional 
incluaion of politi cal intoraation and of opinion it ia claooifi od 
a1 Reetr1cted. 

I. Veetern Theater of War. 

1. Air forge Operation!. 

Due to bad wenther over the continent no aucceaeful o!!en­

uive operations were conducted by either aide. 

II. Greek Thentor of War. 

Tho Orook High CoQOOnd boo announced further adYanceo . 
!be Italiano clai11 on""')' attaclco voro ropuhed in tho north (l>o~radoc) 
eection a.nd that numeroua aucceeeful coUDter-atteclu were launched. 

fhoy r eport an orderly vithdraval fro:o Arg1roceotro to an UQ&Qnounood 
line to tho north, which io a ssumed to be Xlioura-~opoloni . It vould 
appear tbot Italian roohtance io stiffening in tho north and central 
soctor1, and that tho Greeks are makiDil their farthoat ad~co north 
of Porto Edda, alons tho coastal road to Valona. Air activity v&l on 

a omall ocala . 

It t. African and MediterrAAtAD Thea ters of Var 

1. In tho Sid1-llarran1 area o. carefUlly planned llr1tilb 
raid vith strong aeri al oupport on a l arge ooalo •••=• to b&Yo 11ot 
vitb conaidorablo ouccooo. Tho capture of at lo&lt 500 Ital1aa or 
natho troopo 1e reported. Thio oector, vbieb ruM oout h froa Sidi ­
llarro.ni, vao formerly tbe llr1tieb 10eond Uno of deton10. It aay be 
t bat tho purpooo of t bio action vae to try out tba ot rongtb or DOrale 
of Graz1an1 1 a arm1, at the reeult ot Italy' a reYoraea in Greece and 
Albania, which havo lod to oo many lhifto in tho bigb command. So01o 
patrol octivity is reported in the Gallabat area. 

2. 'l'ho R.A. r. made light boa bing raido oo Italian air­

dro•oo 1n L1bya. 
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H.I!.Jr: 

Ph H lp 
Young: 

~.M.Jr: 

Y: 

H. M.Jr: 

Y: 

!I . Y..Jr: 

Y: 

H. M.Jr: 

Y: 

H.H . Jr: 

-
~08 

Dece•ber 11, 19~0 
9:20 a.m • 

••.•••••.• vhat Knudeen had 1n ml nd I 'm 
perfec t ly frank to eay, he vae t alki ng Greek 
t o me, a nd 1naemucb aa he eaid that you vere 
vorking on it maybe you knov Greek. It's 
aomethlng • •• • • 

I'm learning Greek rapidly theee days. 

Yeah. He saye it'e something to do vitb the 
t 50 mill i ons vh1ch he olaime that the English 
still ove the ai rplane manutaoturera tor plant 
expana i on, and he eaya hov ere they going to 
collect it. He eaid you are vorklng on the 
f i gur es for him and he expect• to furnioh me 
vith a memorandum. Ooee thia make eense? 

Not a great deal. It makes a llttle aenee. 

Well, anyvay there's no t hing to do about i t, 
he eaid, until I get the memorandum from him 
but he vante me to keep i n mind that the 
English ove the American airplane - not the 
engine - airplane manufacturer& f 50 million&, 
and he aaid he'a getting the figureo from you. 
Nov, I don't understand •••.• 

Vall, the only thing I ' m doi ng for bim ia 
checking on capital aaaiatanoe paid to aircraft 
manufacturers by tbe Engliah. 

Well, vhen it come• thrOugh, aa long ae he's 
made such a point or it , you'd better apeak 
to me about it. 

Yeah. Right. 

All right, and you' •• been a Yery pati ent young 
fel l ow eo I'm going to revard you. I'll eee 
you at }:00 o'clock- you and your partner 
back there. 

}:00 o'clock. 

Xeab. 
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We have a lot or it•••· 

Well, I ' m giving you a halt an nour. 

Fine. Thank you a lot. 

You and your partner. 

Thank you. 
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GROUP !mETING 

Present: 

H.!.:.Jr: 

Bell: 

li .7.:. Jr: 

Stewart: 

H.l!.Jr: 

Mr . Gaston 
J.!r . Graves 
Mr . Schwarz 
J.!r . Wiley 
l.!r. Klaus 
1!1' . Pehle 
J.!r . Bell 
llr. Foley 
l!r. Stemrt 
Ill' . Bernstein 
l.U• , \ /hi te 
Mr . Cochran 
Mrs . Klotz 

Decmnber 11, 1940 
9:30 a.o. 

/ 
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What kind of reception did we get on our vote? 

Well, 1ve don' t lmow yet. 

Do you see, S8.l:l, all the t rouble 1ou make? 
Fifteen people. Trouble maker! (Laughter) I 
have been gradually sort of gettinJ into this 
q ... tion of freezing core and more as I get odd 
oaments; and, yesterday, I had llr, Stewart for 
lunch, who bas been advisin& me for several 1ears, 
and I always take his advice except before e~ee­
tion . He doesn't take mine. He correctly­
shall I use the word "frightened" me on this 
thing. I s that too strong? 

No, I guess not. 

Tbt first suggestion which he made was that Harold 
Graves take a look at this, purely as an organi­
zation matter, and I want to say this, that 
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!1 •• Jr: 

~ telo&rt: 

H.: . Jt' : 

:;.:·. Jr : 

Pehle: 
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~thatever we do on the setup, it ia absolutely 
Pehle's responsi bility. He has done an excel­
lent job, and I have looked to him, and the 
'Oarticular paragre.1lh that t:r . Stewart objectea 
l:o ..-:as vmere they said t hat we could carry this 
thing out successfully. 

Th~t is paragraph 5, sir. 

\':ell , he says that that just isn't so . I s that 
too strong? 

I think I said that you couldn ' t carry i t out 
with the existing organization, and that i f you 
accooplished i hc purposes that were set forth 
ther~you woul n need something of the kind of 
organization tlu:.t r;c.s outlinea in the other 
memorandum . It says here, "!n a short tine could 
set up an effective control. 11 I didn • t think 
that was true . 

!low, I want t o s ay this . I didn ' t realize until 
yesterday t hat Pehle had not seen this proposed 
setup. 

I have discussed the matter in ~;reat detail with 
:::r . Pehle right from tho be~;innin~; . I thought 
he was fami liar Tli th every aspeot of it. 

·,·:ell, he can talk for himsel! . 

\'Jell, I think the memorandum obviously - I have 
heard something about some proposals that were 
talked about too - relating to the intelligence 
phases of the work. I also saw one draf t of 
the memorandum that is pr oposed t o be sent to 
the Secretary of State, and I agree with the 
mecorandum. I think tha t the ~roposalt1 aa 
outlined in the memorandum, wh1ch I reu Jester­
day, over-senae.tionalize and ovei•-empheebe 
the intelligence aspecta of the work. 

You ::1ean "over-YJ.aua-ize. " (Laughter ) 

• 
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H. ' .Jr: 

Fehle: 

li .:!.Jr: 

Cochran: 

i'chle : 

i:. ·. Jr: 

Sterre.rt: 

Pehle: 

i.hite: 

- 3 -

On the generel problem I think the t we telked 
the :nat t er over· with the various people yes­
terday or some of the various people that are 
interested, and I think that we are in ~&neral 
agreement on the proposition that freez1ng 
control at the present time is a desirable 

212 

thing to do, ana that the intelligence phases of 
the probl em, which constitute one of the pheses--

Ed, I can't see your face . llould you sit where 
I can see you or hear you? Come up here, Ed, 
will you? I can 't either see or hear you or 
feel you . (Lauehter) I'll leave out the other 
sense "smell." (Laughter) Go ahead. I'JU sorry. 
I don 1 t 17ant to get too serious about this . 

I think we are in agreement that it is a desir­
able thin~ to do, and I don 't think there is any 
radical d1sagreement on tactics . There may be 
some question as to timin$, but the main point 
is that we all feel that 1t is a desirable thing 
to do right now, at the present time. 

\'/hen you sa;r, "All, 11 who are you talking for? 

He is not talkin& for me . 

\'ie hed a meetin" in llr. Gaston 1 s office yester­
day, and llr . \, iiey and llr. Klaus and I.:r . i!ernstein 
and rr . Graves and myself were ther e in addi tion 
to Ur . Gaston, of course. 

But not ~. Cochran and not ~r . Dell and not cr . 
Stewar t. 

We were in another meeting, Mr . Secretary, and 
couldn't get t o it • 

••• • and lw. Ylhite and ~r. Foley. 

you could include mr name in the general agreement . 
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I no~<ld he.ve e; reed if ! he.d been there . 

·:.ilhout listening to the arcument? 

Yes . 

213 

All right. ·:,ell, Herbert , you had this meetin · • 
Do you rmnt to mal:c a t•opor t? u 

' .. ell, there 1~as a f::Onero.l o.r;reenen t of those 
that were there, tne :lC.:IOS tht.t :r.1•. J-ehle he.s 
~entioned, that freezin~ controls r.ere desir­
nble, WJG. tnf.t ·•.e coulc ~ut Into effec t freez ­
inG controls tbzt r.ore ntt.inistrativelr f easible . 
::or:, t!le extent of t t.e 1:ork and the difficulties 
will uepend upon hor: deep ;ou .::;o, ho\7 ouch 
territor:; :;ou ·;;ant to exercise a certain juris­
ciction over . There nas so~c disn~ree:e~t as to 
t he su,;.:;estions of .:r • .-laus and 1:1• . ,. iley in 
regard to i.mzledi ately puttinG men into certain 
corporations, but the feelin>· of ~:r . Pehle and 
J.lJ• • .:lerr.stein i s t h& t we oue!it to proceed, as I 
e;a thered - was prett; nuoh thnt 1'10 our;ht to 
~roceed pret ty much on the patter n of the con­
lrols we have Hov. , and then discover by opera­
tion hon far r1e r:antcd to ;,;o, bu t that ,.,e coul d 
put in ver;; effective c.nu aesil•o.ble controls 
without a very _:t•on t chant;e from the mechanic-
iS! .. 1-:e are usin;; in the other co1mtrics, anG. 
that it ,·,ould be very · .. ell ~:orth doinr; . I 
think all of us a;;reed t:.at before ;.e nctur.ll; 
do t :u t , r.e v:s."'t to pive so::1e r:ore stucy to 
junt the mecM.l'lics tnnt r:e ere c;oin- to use 
and what variations oi' the present pattern r.e 
ou.;ht to adopt . 

!{.r . Secretat•;;, I r;oulu like to see the two 
queGtions se.·ret;ated becaune I t hinl: they each 
are i;:~portant in their o:.n ri ..;hL, and I think 
there rtay be some confuSlon as to the a~reement 
on both. 1'he one question to which I dll'ected 
my remarks , and one quection 11hich I f eel a 
uoflnite - have made my ~ind up defin i tely on 
i s that of o.r. extension of control . That is 
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quite independent of Lir . \,Hey's and !!:r. Klaus 1 

proposal of addine to that, investigations of 
corporations, which I thin~ , as I lallted it over 
with th~, has some merit if approached i n a certain 
\';ay, which might be t ho vray they have in mind, 
gr adually and slowl y, but I think thnt i s a 
secondary problem to our major problem and the 
one which I would like to soe a decision made on 
separately from the other because the other can 
be imposed or not after the first , and with 
respect to the question of extensi on of control 
along the paltern which 1.e ar present have, I 
~on 1 t go int o the desirabi l ity because I t hink 
there is di sa~reemen t w:~ong uos l of the tlembers, 
but I 11ill di rect cyself ar,ainst l'lha t I t hink 
is :.:r . Stewart 1 s opinion, lha t it would be 
e;.ctrcmel y difficult to adl:! inbtcl' effectively. 
On that point, I think t hat lhe experience thet 
v:o hrn c had bears out the be ... ief that 11e can 
ext end it , and Ymen it said successfully, obvi­
ously it doesn ' t mean with a hundred pel'Cent 
efficiency . It means Vlith the acme de~;ree of 
efficiency 1·;hich t his collllJlittce has been movin­
toward. It 11ill involve some additional expencll­
tures, no t only by virtue of the fact tha t you 
are incrensin~; the num~cr of t ransactions, but 
in addition to that , that there are certain 
types of controls which we have been talkin~ 
about , and nhlch lie are on the verge of canng 
to a final decision on 11hich 110uld be necessi­
tated b~· the larger plan, 1.hich l"oOUld involve 
possibly a hundred thou:anu collars a year adCJ­
tional expense, may be a little more or a little 
bit less, but I think it is exclusively a natter 
of expense within that range as to whether or 
not you r;ant to ~;et a much smoother work~ng opera­
tion and if you have tha t pl us the addi t1onal 
expense of t he merely increased area of oper a­
tions, I thi nk you can work with a consi derable 
degree of effi ciency toward the objectives 1mi ch 
we have a.nd t hat i s quite separate, as. I s~y, 
from their plan, and I don ' t see anythlng 1n our 
experience,· and I rrould like to have it poi nted 
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out if there is , r.hi ch justifies the vie11 that 
~ r . Pehle cannot hant.le the r.itole situation 
rrovidcd he is ci en.ar.ple fun~ ~ and provided 
the t some allo;,ance 1 s me.1.e fot• the laxit" 
dtich inevitabl"' tr kcs place during the rl rst 
few weeks of expansion, first month or two so 
t hat if that is t he co1:ent reason a~;ain~t the 
n&ninistration, I thinx i t c~n be met . 

.. I' . Secretary, I am not either for or a~;ainst 
f reezin : · . I . e.m simpl? for havin[ the Se~retsr;; 
~cc d.:..t 1s 1.nvolved 111 the f i'Ocedurc ana the 
rurpose here , LS I un~erstend it , in the 0~0-
:·ar.du::t to the £ecretcr;r of Stnte, ns to control 
subversive activit;r because tcerc is a letter 
tttac:.ed frow J . :::d:;ar .!oover, and it seici in 
a se~ara t e ... e:10randta1 1.lu. t Ul'J be in nuch nore 
C:cta1l and oore startlincly nut the.n neeci be, 
but I thin:< thet so:ne form r:lll be reouired if 
you are t•ce.lly ~oin€: to have effective control 
over subversive actl vi ty. 1 he question of 
r1he t her or not one teJ:es tho present arrance-
r.lcnts and has an ordet• to cover adcii tione.l 
coun t ri es and h:::s people to report , tht..l i s 
quite dlffcrent then . It is to expand your 
activitl alon~ the lines you are no11 acting. 
But I tnink no·;; is lhe time for a complete 
report in l'lhich is revealed to you exe.ctly what 
is intcnceC. . It either is no\T the ti:.e to tell 
t he Secretary of State and others that you can 
not control subversive activity 1dthout having 
this information; and, if you do have it, you 
can have a very l arge cont rol over i t , or it 
i~ something else, and I don ' t believe the 
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present infol'IIIAtion that 1.e ~et can be set up 
1n such a r.a~· that you can tell others that this 
is the sor t of t it in~; which r:ill give you the 
control of subversive activi ty. 

\iell, here is toe information r1hich I would like 
to have from somebody within 24 hours , which I 
have been ltnaole to got . :lol': , I :;et a mcuore.ndll:l 
about a five million dollar transc.ction which :·rasn ' t 
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clear, Sam, the way you wrote it . I mean it was 
too cuch condensed as to who - just what device 
they ;;ere usin~ to buy these General Electric 
bonds, wasn't 1t? 

Yes. Well, it is a 50 or GO pa~;e tlemorandum . 

Well, anyway, by the time you boiled it dovm, 
I didn ' t lmow how you did it 1 but the point I 
am getting at is, I would like to have· a list, 
and I suppose it would come from Pehle, of where 
v1e actually lmoTI - and I would like to have it 
ready tOI:lorro\·: morning - of cases of money that 
the Ge~ns ere usin& in a r.ay that we don't 
r1ant them to use it 1f lie had control. The s8:le 
for the Italians, you see . ·I mean, hor. many 
cases do Tie know or suspect of lhe use of funds 
in this country for r:ays that 11e lhink are i n­
jurious to the p1·ocesses of de:nocrll.Cf . l!oli, 
how llMY ce.ses do 1~e know of ooney e1 ther leav­
in& or coming i nto the count ry, that if r:e had 
control we wouldn't let them do it . You see. 
liow, there must be - nor:, if you ei th6r know 
or suspect , I want it . Then t ho other thing 
which I have been unable to get is a document 
shodn~ hor1 do the Gei'liUlns trent American invest­
ments 1n Germany and Italy. 

·,/e he. ve that . 

' .. ell, if you have it, it is kept as a secret. 
In other words, I would like - an Acerican busi­
ness man doing business in either Germany or 
Italy, how is his investment treated? i~t 
cethods does he have to ~o through to get his 
money out? Can he ge t hu t~oney out? \'!bat he.s 
happenoli. to the management of the factor1es? Do 
you see? 

\'le have it about Germany. You added Italy. 

Uell, who is going to !;tve it to me? That isn' t 
Pehle . 

Regraded Unclassified



. .iu te: 

;; .~ . Jr : 

- 8 -

lfo . '.le should be respon•ible for that I think 
u ' • 

\'iell, can yon do it in 24 hours? 

\'te can do something in 24 hoursi pretty compre­
hensive on Germany. On Italy, am not so sure . 

\'loll, \'that they have. Let ' s see . I mean some -
if Yle ere goine to do it, I want to say, l'le' ll 
look at the way they are treating our people. 
'..'hat excuse have 17e got? \,'hat rcprcsentetio.n 
has t he State Depe.rtnent made about General 
Electric and •:Zenerel :lotors and all the rest of 
it? iihet have they done about it, and all of 
these bi& factories that have investments in 
Gel"ll&ny? I lmo;-;, for instance, that !.:r. £vans 
was the manager of all the General ... otors fac­
tories in Germany . He can't even get into his 
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ol'm factories. He doesn't even know r;he t they 
are 111aking. They won ' t tell him v1ha t they are 
making, whether they are makin~; automobiles or 
airplanes . He doesn ' t even know . I mean - but if 
Gel'!lltlny has t he Ansco i'actory at Binghamton, Ilew 
York, they can make whatever they 11ant and there 
arc no ties on it. So it isn ' t a quest ion of 
our being the aggr essor . I 11ould like to have 
another - I told -\'Iiley rthen I got around to thing 
"e would keep working on it. I rtould like another 
preliminary run after our nine- thirty meeting on 
t his to::Jorr oui you see. At ten o'clock ?te will 
have another ook at this . But those are the 
thin ·s that I want to mow, 1;hat is happening, 
as I~say, to toe ~ericans . Then the other thing 
that I would like frcm somebody: now much money 
throueh postal savings goes t o Germany and I taly 
every :ncmth'l 

\7e can &et 

Well, I Ylant to lmow hov. much ooney i s going to 
Ge~ and Italy through postal savings or any 
other known - do we know--
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The remittances--

Do \',e know--

' .. e know how much postal savinbs , I think . 

Do you knol'l how many romi t tancos throur-h the 
banks, ho•1 much money is goinr: to Gel"'uany? \':ell, 
1~e ought to . 

Thct ! don't--

,;en, 1:e ou;;ht to . 

There is another thing. That is ~e acctculation 
in the Uni t ed 5tat es o~ funds by Ger=ar.y through 
the sale of t hese var ious thin~s : marks and the 
food pac~ages ana so on, ~~ich resulted in as­
sumed pa)~ents , present or future payments, in 
Germany and the accumulation of German balances 
in the United States . 

•.,ell, r:e ou~ht to ht-.ve tha t do1-m . 
the s ta temen t to 1:r . Hull that we 
were five hu.11dred million dollars 
in this count ry • 

Controled by Gennany? 

Now, I made 
thou::;ht there 
of investments 

Controled b7 Ge~Jan7 . S~ebody told me . 

Tbct is right • 

Yes . 

·::ell, I m>uld like a fif:Uro on that , you see . 
1~is thing hasn't been prepared. It is all r i &ht -
I 0..11 not criticising Kr. \. iley and :.J• . Klaus . 
They have done theit• pat•t of it , VIhich is their 
responsibility, but when it comes to being an 
advocate for thi s thinz, the ground work has 
not been done for me . 

\'!oul an 1 t you like to have a me::~orend\1111 outlining 
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the plan of organization froc the funds control 
as to how this thin:; \'lould - ho1·: it nould be 
administered, hon 1·;e would start in on it . 

Before that , ilerbert , if you don ' t mind, that 
comes last . \1'hn t I would liko t o have is an 
inventor y of this situe. tion so that - ho1•. can a 
German do business in this counlry and to the 
beet of our kno;·llCdfiC 11llat is he uoinc·? Second 
ho\'1 can an American conduct his busin~ss in ' 
Gc rnanj", t o the best of our knowled"c, you see? 
Then, du~t are the t ransactions lhat 1·:e kno>: 
t:,at are ::;oin;: 0:1 i'inancinll~· ;t.ict:, if ~·.e lw.C. 
control, lie · .. o\;lt. rre.nt to slo!l? 

'•':lis is ::tore tha:: just o. subversive actiYities 
thin;; , unless you i ve t hc.l 1:ord a very, vcrj' 
broad ~ecnin;: indeed. I t is n ~uestion of 
ocononic anli :nonetar.1 ~efense involved he1•e , £.nd 
I t!1in!: l':e ou:;ht to put H on that basis . 

I a7ee I'Iith .:1• . Gaston completely. I think the 
injection of t he objective of finding out and 
atte:nntinG to eliminate cubversive activit ies 
has dlstorted the main stroncth of this objec­
tive . If it cannot stand on ils orm legs on 
economic defense ::;rounds, the othe r is--

liell , I think that that to i.iley and iG.aus is 
credit because they have done a ~ood fro~ 
their standpoint . 

219 

That is ri,-ht, but I would like to see the prob­
le:n separated because I don ' t think t here is 
any thin~ gained by c~:llbi nin~; . t i•e bo because . 
u:C.ether or not you mll utillze your control 1n 
an attempt to elioinate subver aive activities 
as a secondary problem and involves a lot of -
an extenstion of activities which is not in­
plied in the f irst catecory. 

But ;:alter Stewart says let ' s · be honest about 
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this Ttith each other. I w not beinl; personal. 
Let I s see whe:e this is coin~ to lead us , and 
he says he thinks t hat the •;,1ley-Klaus memo­
randum is a very honest m~orandum because it 
mont likely l'lill lead us there , and he says 
I \',ill become a part of one of the wo1•s t 1'wi tch 
hunts" that we ever had in this country. 

'."iell, it doesn' t have to lend us there unless · 
you ;·1ant t o be lend there, J:r. Secretary. You 
can s top with our cont rols tho Sllt.le as ne have 
stopped and, in other words, you only take up 
the subversive activities if , in your jutl.:rent , 
after nn exmba tion of all the "pros ·1 anc r 
"cons 1 ;;ou tilink it is desirable to do so . It 
is true, it is impossible to follo11 their !llan 
rrithout exchange cont r ols, but I think it is 
equally true, :~ . Secretar;,: , that it is possible 
to stop ti th the controls as 1:e hr.ve thC!il wi t h­
out pursuin6 the atta"pts to find out subversive 
activities and I t hink tho stron~est case, at 
least in my nind, that can be made for the exten­
sion of controls rests exclusively on probleos 
oi' l c.rger policy of economic defense , et cetera, 
and does not involve subversive activities, which 
is an additional probleu, if you want to go in 
that direction, but I don 1 t thin~ it is fair to 
l.tlply that if any such implication has been made, 
thatthose of us uho are in favor of extension of 
controls do so because it mnkes possible the kind 
of t'rogra:::t ·.1hich ~. Klaus hns . It rrould be an 
add1tional advantage . 

But the ~'iiley-Klaus memorandlr.l ia the only one 
I have got on it. 

;tell, because rre settled the other problet1 a 
month ago, ~. Secretary . I oean I thought we 
had settl ea the grounds of extending control 
before they came on the picture . I don't knor; 
vrhether I am mistaken on thnt , but' I thought--

'.'lhnt they have said is that this i s a su~;s;estion 

' 

• 
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of the fund control which was advanced here, 
and it rtould aid very greatly to the facilities 
for tracing the subversive activities, and I 
thi~k that is t rue, no matter to what degree 
you go into i t . Even the most modest form of 
control will give you a gr eat deal of informa­
tion useful in detecting of subversive activities, 
but naturally, because of their interest in that, 
they have been led to develop a memo1~ndum on 
that particular phase of it, hor; you can increase 
the infornation for the detection of subversive 
activities, but I do~ ' l think that is essential 
to the schewe, but you rlill .et a :;reat deel o~ 
value as soon as you put the controls on in an; 
form . 

·.:alter, in aC.dition to the thin;:s that I have 
listed, r.hich have no~hinr; to do - \'that else do 
you think I oubht to have f rom the s landpoint 
of the economic and financial thin: ·. ·,.hst else 
Ylould you add? 

I think that series of cases ou;;ht to give you 
what you need, •·that actual cases you can get, 
the holdin~s over here, tho treatment of the 
people onr there . 

Can rou think of anything else'/ 

Ur . Secretary, I think it is most impor~~t t~at 
the fo reiQB holdiDJS in tbia country be ldentl­
fiod. That r.ould be ~~~ accurate census of Ger­
c.an concerns, banksl industries . The.t l'equires 
an awful lot of v.orK and a cood many people . 

Hell, I think if that is impol'tant, I think the 
other thing which ought lo be pointed o':lt as. 
far as \oe know, to what extent Germany lS us1ng 
this Swiss bank. I think that that ought to be 
put do1m. 

':!ell, that would be part, I take it, of t~e cen­
sus which \7ould autOillll tically be mde avula ble · 

• 
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G~~ted, but I nean for doin~ this thin$ · I 
think 1:e out;ht to put down cvorythinn tna t we 
kno1·: tht• t Germany is do in- in the v:ay of clear­
ance throu.:;h this Cr edit Suisse . 

Swiss bank . I don ' t lmow whether you can t::et 
tilut or not . Can you'/ 

·.,all, r;e knor; quiie a lol. 

.. ell, • .. e ca.'! -ive a little infor::lll.tion en<i 
justification to ::ush it ful't!:ez• 1 becat:se oth2r­
;.ise a r.oul<in't be acc·u·ately prese:tte.i . 

!:s.rr; , on th!.s t:~in ·, isn ' t tlcre so:::ebo~ else 
in yon~ sil.op that ca:: cl.o t:Us in :!4 hou:'s be­
sides yourself? 

Oh, I coulan' t possibly do it . 

I m<Jan you have ·ot co:•e than you can carry no; .• 
l sn ' t tiJCre so:1eboq else that you h~:.ve : ot? 

I1' there i sn ' t , thoro is soJ:tcthin.; \":ron:; with 
m•• shop . 

I s there? 

Yes . 

'.,ho is it? 

! woul d turn the General task over t o Coe end 
he Y:oul d need tile help of s enral people. 

I lUll just puttinu my mind t o this . l:o;7 about t he 
Swedes? .:.re t he Swedes o.cting as o. chrumel? 

Yes . 
All right . Anii then v.hat do \,o know about ;7hat 
the Jo.pa.'lese are doi ng? 
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.. ell, ne eave discovered tlw.t tho Japanese lla•;c 
been underste.tin1; their i'oroicn balances . · .. e 
bo:·: that t;1e;; scc:a to be oporntin · throu-h -
in cooper<.tion r:ith the Ginnnini :link . ll~~·onC. 
the. t •.:e h!!.ven ' t pusi1cd tho ud ter . 

.• ell, you can have a sul'l!lise, and t hen r1e have 
1.:1ouc;ht on a volunteer bnsis we 1.oulil r;ive this 
infort.:.o. tion . · .. ell, 110 foun<i Lhn t on n volun-
teer basis i:e dien't cot this infor::tation on t:te 
Japanese, ··ou sec . ~o ·::a aon ' t ::no·:: ~o·:: cuch 
!.o:·e •.e a:>e not ;ettinr , but it is purel~ on a 
volunteer ~sis . :.!tt. I 1·:oulr, ':lUt in :.:,r.t ·::e .on•t 
:-enll~· !:no:. r:het the ::-.n ... lish he'le . 

!io, 7/c don' t , errC. t:,:s · •. oul"- be ver/ :.elof141 -
t~e; Jon' !. ;cnm; ei titei·, !!;:• . ~ccrcte.r~· . 

' .. ell, I say I e.-:1 thin:Cin:; 01 the thin;:;s . 

3ut thai 1.oul<1 coue out of just nn extension of 
the present exchan;;e control , nnd 1.e would "P.ao:e 
Ct cen~us without ;;oin,; into this second phase, 
necessar•il;r . 

Quite . 

'.'ou nre ass\Uin:.; ~h.n t ti.e a1•itit:1 l':ould be 
friendly a.:~C: that is 11h;;. 

Dan, ~~e could do the thillf in two steps . 

· .cl!, I a ;:;rce r;i ih ::arcy that t her e t.re 1:'.10 
nrobl c:as here, ancJ. ;: thir.k , if :rou r.l'.ntcd to 
extend :;our pr esent exchan~;e con~rol, ;you ce.n, 
n:\u n&l: for a census, juat like r;e heve in the 
oU:or countries, and I think you r et a certail. 
r.now1t of valunble inf ormation . You probabl;,· 
don ' t · ct it all , ana you probably don't hnv~ 
(l. one t unarei!. percent e>:chan[;o con t rol , bu~ 1t 
is prottr effective . The second phase, 1;01ng 
in to i ndus tr~· o.nd banks , I thinlc you OU<:ht to 
think about it . 

' 
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'.'.ell, I do, but hor: about lhis first phase? 

That v1e have already reco::nended to the State 
Departoent . 

I knoq, That doesn ' t--

I 1711.8 in favor of it in the sllllll!ler, but I don • t 
know 17hether now it is too late or not . T'nese 
boys know tlore about it than I do, but I shouU 
think it might be too late . 

! think it is inevitable, !: r . Secretar;r . 

Can you ('..bi te) think of anythin- else we ought 
to have? Lind Jou, I dent expect you to &ive 
a finished report, but I want socebody workin<' 
on this . .. 

I think, ~Y . Secretary, someone ou&ht to point 
out the difference in administering this for 
countries such as Latin koerica and the Fer 
East, and so on, as apar t from these countries 
which have been occupied. I mean, so far the 
Dritish blockade has involved mos t of our prob­
l ems \'/here we are passi~ on applications af­
fecting trade, but in this nau setup with Japan 
and Russ i a and ao on, it •ould be fixinG a 
policy as tawhat goods you were po~itted t o 
move . I t hink o~ that \7e would hAn to have 
Com.erce i a ll!ld State ~putment . It WQilld 
make a lliUclr more CCillplic;atoa proble::~ than Pehle 
is facing DOt\" • .. 
\iell, I think tha t complicates it a little un-

. necessarily • D· . Sec!'etarj" . •:ill& t we r:oulC. have 
to have - I take i t that the Treasury is merely 
the adt!inis trative group that - it is t rue that 
policy would have to be determined by other 
departments or in oooporatlon, nnd it is like­
wise true that the determinalion of t heir poli cy 
is a difficult thing, certainly not an easy thing, 
but once that policy is determined, the admini s­
tration is, I think, much less dif f i cult than 
one ~ould gather. 
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:lo, but it is perfectly proper, e.nd I 1.ant e.ll 
of the difficulties pointed out because - I oee.n 
the t is t l.e way I ,,ork . I don ' t 1.e.nt t o fine ' 
out the difficult i ~ s after I am in i t , and my 
r1holo purpose is t o point out: \'Jhut are r;e get­
ting ourselves into? Onoe '110 nt•e in it, I he.ve 
l:ot to carry the load. 

Cet•tainl y-, the <ii f ficultics shoulC. be pointed 
out, end r1e should also have an opportuni ty to 
evaluate those di fficulties because these oues­
tions of the difficulties and l:ha tnot are a 
question of jud~ent and so on . 

J.n<i ::erle, ,-;he.t ;;ou r.U ht do for me this corn­
in:! is: please ask Sir Ft·e<!erick Philli ps if 
he~ coulc'. &i ve :ne a me;;Jora.ndiiLI by to::~ort•on morn­
int; - I have alread.;r askeu hiD about i i - hor: 
he r:ould feel about our puttinr; on complete 
conl1 ols, and if he coul o m·itc the ticket, 
7/hn t nould he like us to do. 

All right, sir . 

I mean, if' it was ~urel:r ft'a:l hi s standpoi nt of 
r1ht.t is good for hu Government, 11hat would he 
like us to do. I woul<l like that tomorror;. You 
ni~ht ask Clark to do tho saoe . 

1.11 ri9l t . 'i'he.t is the Canadian? 

Yes . And uhile I au tailing about Ce.nada, I 
r:n.nt to !mow what happens t o American industr r 
in Canada . Somebodf--

',ic have that informaUoo. ?hoy have only gone 
e. Dhort uey on control over exchange. 

1.,ell, whatever t bey have. ',illa t have they done, 
JOU see--

r take it, it is very loon in Clark' s statement . 

Very loose . They are beginning to t i ghten up . 

• 
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\lell, let's have it. 

I still think that somebody ought to get to work 
on e. general summar:r nhich is very short an 
outline of wht.t 1•:e might do in this f ield, so 
thnt we can. judge what it involves . 

\loll, Pehle has done some work on that, haven't 
you, John, at least he has been thinking about 
i t and has been trying to find people to brine 
in here, and he has already brou~t in some to 
get experience befot•e ne tackl e 1 t . He hasn 1 t 
broUbht in enou&h, of course • 

.. e ou~;ht to get on paper nba t ne are contet~pla t ­
ing or r;hat r:e eight reesonably contemplate. 

Th&t is wlw.t I 1m trying to do. Wiley? 

I 1·.ant to refer to--

You said that was a later step . 
it is a later step. I think lt 
\'/ant to look at right now. 

I don ' t think 
is s omethint; \'le 

I nant to refer to what Dr . '.'.'hite said about the 
extension of fx:eezing. So far , we have frozen 
invaded o011ntries wher'fl there has been a certain 
acount of goodwill, and we are protecting their . 
assets, and an extenlien of freezin&, we go right 
into something quite nero and different . I don't 
hink it can- be looked upon ae a oontilllllltion or 

an exllansion of the sar.~e thinf. • • 
Granted. You are right. 

Now, Harold, have you had a chanve t~~ d 
this setup? 

I exomined Mr. Viiley' s memorandum. 

What is your criticism on it? 

'.iell, I think that - should it be decided that it 
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r.as advisabl e to co into this subversive activ­
i t~es a_s an !1-C.Junct to ~~~s tri,tole p:ot;ra:::, I 
th1nl: tna t tnell' pronoH.lon u c:d:U1mstn ti vel y 
fec:sibl o. · 

You clo~ 

I uo . 

.• ell, I ro ;;l ad to .:;ct tho.t . i:o• .. , \,:JB.t I · .. ant 
~·cu to do, : T.ant ;;ou do oto.o/ on t!.iz thine- . 

· •. w1t ;;ou todaj to o uo\.n 1nto f chle ' s s~on 
una take an inventor;,· of it nne see iJOTI iJIUci:.· 
cxpan~ion can the;r lcl:e o.nd .• 01. r.ell is it beint; 
rtm . ..ave ;rou done a jo'!> on ~ •L.!/ 

... o . 

.. ell , ;, ou hcC: better. (Lc.u .. htei' ) i'ou iJB.d .lettel' 
tio n jo':l on !tin. Just r,o throu ·h hin like no­
body' s business w1C: ho1. r,ood is itc, j'OU sec, and 
hot·. I'encly is he for ex .. cnsion, c.nC: :-o f orth nnol 
so on . ~h<. t other liUle jo J ::ou too:: , it •·:e.s 
only a ou.t l er· o. five or s1x •. ten , 11csn ' t it? 

1'::o ocn . You :nean I used on that! 

lio, the one I csked ~·ou t o do after I cemc back -
Scln;er z . 

Oh, no, I ~ven ' t done that rot . ~ i.a;e si::!pl;r 
gotton some pr el Llne.ry info1-::-.ation f r o:J ::r. 
Schl~arz . 

Well, push that through, but this thint: here a l so, 
Tiill you? 

Very good • 

,,:eet l.ir . Graves , ;.:r . Pehl o. 

J.l:r . Secretary, on ihe thinr thc.t ;.:r . Coch;e.n is 
t;oing to do ui.th rccar c. io sow1din~ out Sll' 
io'rederic!c, I assume tht.t t lult implles t hat .-:e 
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can so administer the control that it will 
interfere in no way with the British Government 
or its citizens in England and in Canada unless 
we want to do so. 

Well, that is too broad a ~tat8JI\ent . All I 
want him t o ~ay to thh - he will report the 
message the way he always does . I have already 
said it to . him. I would like him, Sir Frederick 
to soy i f he could write the ticket for the ' 
United States Treasury, how Ttould he do ".i t . !low, 
he is going to do it so it will be O.K. for their 
citizens, but I can't cuarantee to hin that we 
are- -

That is why he ~~11 probably not be in favor of 
it because he knows that once you put exchange 
controls on England that " OU can't guarantee 
fur ther restrictions which might later be im­
posed . 

Well, let's see what he says, and give them a 
chance to write a ticket . 

1~. Secretary, I went over those memoranda 
again this morning, and I must say I don 't see 
anything sensational. I .-.n:r don't . The 
whole thing is - if the ~estion of freezing 
it sensational, and we are living in a very sen­
sational mo~ent now, but this proposition to s~ek 
f ol" at the source instead of "closing the barn 
door after the horse has been stolen, • I think 
it is better to do it first . I don't see where 
anfbod¥' s right& are infringed or there is any­
thing particUlarly spectacular. 

Wel l , t his having a representative in every 
fa~~ and all that--

Ndt nur one, ei,. just s 
oulnr interest • 

s of parti-

t - how should I say -
daily matter. 

• 
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.. ell, repor ts r;oul i:n ' t bo a de.U~· occesion. 
Th.7~ ::ouh ~:ve t o ~ilo .r•cpor ts r e ~':'le.rlr e n,. ­
J,o •. , .. nd, r. s •. e see 1t, t;.o nro~lan 1s o:u·, one 
of t i min:; . ..hether j'ou r.ai't 30 ~:. · ~ U."lti'i v:. 
r:rit.e ~·ou what tile; thin:: , ;;ou ou:l1t t o kno\'1 ; 
or \;aetJ,er· ~"ou ar•e ihe t• ~.. · .. hen the:t h11ve ~till 
.~ot t: •c bar e boncc anu t:.o basi• anC. t!t ~ bl cc:: 
boo:(s and tite ov:dencd, t: . .,~· c..on ' l \':nnt :;ou to 
see . 

:: • ou :.ave ..: rcezin , :·o·t 1.oulc.. ;.e.nt i.:..1et::e.tel7 
•nu at once to · ut so ... eoo_ · ir. tho :'o::Jlha.--:e :" • ie 

ank pro!lahl;;· . I: .(OU \.:.tnt to i:o turt , · .. 'J; no: 
t,te 11Cr::!B.D uye _-r~s ... , too. 

ell, of eou:·~e i. you l.o~<lC. rcco: •. en<. lhat - r · 
:.c.\.lll'ci r ~J!L'l youL select the fe?pl e, : ·;;ould 
oe •• ore .nchnec. to o a lon:, ·.a ta ;o:~ . Pl ee.se 
rut dor.n lau::;hter. (Lmwhter) T thir:l: t!,at is 
t~arvdons , l:eca;,;se l.tC• t :s 11lu..t ;ou l1e.•:e ,-;ot to 
<lo in t;ur:mnr. ·:ou hnvo :·ot: t o '•c a ?arty mem­
iler , unr. ih:..t i t one o.r the l'cr• l plums . ·n.; of 
~:1c Psrt; !.le::\bet·s sits on .. he 3oar i ~onu sa; s , 
": don ' t fuini·: you cou • •. cl cn l' t:.is di vi&e:tt , bllt 
ii' : could bu~· co:ce o! ;,oui~ r,; toc:: ut ,J!l:'l•e 10 
ct:-.ls on E. Ooll:...r::. , !.~j~Je ... coulL c. rrnlt_:e to 
let i Le tnin.- o tl.rou h . " ! t!,i:l': thr. t is t:,e 
~:a;' !~e~ Co it . 

: :.at c.r:C. ·::or st: . 

: ... s f or a n.i tch !l~~a: , t: .... ro t.rc , o: cou. ... :;,e , r;itc:1es 
to ~unt . 

, rue . .~re ;,-ou . ,en f e; .. ilic t• .. i tl:. ti•e Llien ?Po' -
crtJ l.:usloiii&n ti: in<~ . IL ~:ns in force d~,;rin:; the 
last · .. e. r . 

· .. e hc.ve n mr.:n t.oPkinr- on ihi\'L nol'.. One of the 
poinh he makes i s tF.at I thin!: tile Cor.:~troller 
.)ene1•e.l · .. r otc e. renort lo lhut eff ect , d tc.t the 
~cls;,· in i ns t itution or tlle /.lien J'roper ty s;rs t em 

' 
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resulted in the l ocs 
ccsh, and so on . If 
o>fe< t car li er, t ju; t 

of lots of securities, 
t:u r l o.n hc.d been 'OUt into 
r:od <i no l hc.ve ':.l~en lost . 

~.ell , · .. ner, don ' t ::iisun<lorntan<. L.o . "Lou he.vc 
been with rue the s:; ortcct time of nn,·bod:; here . 
'l'hi s is just or n:ethocl oi' UiC.(;!\Oti~ . I uon I t J:nor; 
v1:,cr c 1.e 1.ill end up, but it i s a r eal service 
:·:hen J:r . !Jte1:o.rt co:nes dov:n and points tl:c iir-'!::ers 
out to :.te :=.n~ :;!.1.erc ~·;c nrc : .,;r.d: r.,: . 

: t:.: r.;: r rofe~sor Ste:·;ar·t is cntircl ·· roi -ht in 
su- ·ecti:: tl:.at there 1.ill be re..,trc~ ssion:: . 
"!:.ere \.i ll be r epcrcus tiont , not' .Jr.ttcr r:i~e.t 1·.c 
~o or E 7:e don' t do a~·t.::n tr.crc .£. -!l t be . ~ eve:\ t.ore re~ er•cuts-ont . 

J oet .:r•. !:tenart recollect his o1·.n objections 
1:i•en r:e fir·st ;.ut t ;,e control on'! 

Juot a ::tinute, :larry . I run in no shape to go 
to ;.:1•. liull yet , ecause I he von ' l .. !aster ed t hi s 
t:.in~ ::~yself . 

.. o iu•vcn ' t - one into t he .! iplor~e.t lc or f orei gn 
rel ations phase of it at. ell. ~·:.cy have undouol­
odly got a lo t of ~ateriel on that over in the 
State Department . 

· .. ell, bct1·.cen · .. ne;,· an.! Cochra.l , bet1.een theill t3c;; 
certai nly he.ve access t o t!te Str..te Jepe.rt::.er.t on 
t his thine . T"ue;r can ..:o t o rr . r.ull' s <?i fice . and 
as:- f or i t , ar.ii I an su1•e l!-.e t the;r coulc.. get 1 t . 
I mean, o.l~ you have ~t to co is t o f? t? !;?' · 
I:ull ' s o_' flce and se.y tlui.t you 1.ant tr.H lruor ­
ne.tion for: ) . ::or_:enthau, anC: they 17ill ~ivc it 
to ;rou . 

I thinl: :;onr :,tete Depar tment peo?l e e.re paired 
on this, ' .. ilcy anC: myself he r e . 

·.,hat di d he say? 

Paired. 
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Well, seeing how you feel about it, 
would be en ideal fellow to co over 
stuff, Merle . 

All right . 

231 

I think you 
and get the 

I will let you and \'Iiley to.lk it over betneen you, 
but I think that we ought to - somebody ought to 
go through their files a& to what is happening 
to kcerican business in Germany. · 

Fois ' of fice has tho.t . 

lias he? 

I don't think you will get anythine very quickly. 
T4ey have ~ot a tremendous series of memoranda, 
some of which I myself , goinc back over a period 
of seven years, nrote, and I don't think they 
have got any collective material. 

V.ell, Berle h&s been preparing a co.se, as I 
understood him. He has beon preparing a case 
against the freezing and probably has gathered 
all those objections together . 

\'/ell, 1\'e are just getting into this thing. \'1e 
l'lill take aaother l ook at it at ten o'clock tOiler­
row, and I will keep looking at it unt il we get 
all :the facts; and, Harold, you get in on the 
organitation end and make sure that I don't get 
in something beyond my depths at which we can 
function. That is your responsibility to make 
sure tho. t - as we go along with this , whatever 
VIe propose we can carry out, and I am going to 
pin that on you. 

All right, si r. 

So I thinlc for a first moe tine i t is all right . 

I am satisfied. 

' 
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I would like to see you (Stewart) later. Bow 
about eleven thirty? O.K.? 

Yes . 

All right. I vrill see you all at ten tomorrow. 
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WAS HI NGTON 
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December 11th, 1940. 

Personal. 

Jly dear Cochran: 

I have hastily sketched off a m~o­

randum on the subject about which you spoke to me 
thls morning . I am not at all sure t hat lt is of 
the typs you hnd in mind, ns I am not wholly clear 
in recard to how far you mn:r plan to c:o. !!owever' 
1t ma:; be of some sliGht Rss1stance, and l)erho.;>s TIO 

can add to it later, if necessar:; . 

As I see the mamorandum i.n tvpe, it is 
apparent to me that my J.deaa ao hastily dictated are 
not developed at all in the order of their importance. 
I wish now to call special attention to poin t No. (4) 
of m:r general commen t s and to suggest that if anything 
fair ly comprehensive is in mind lt would probably be 
of great importance to have the conference suggested 
there in before definitive decisions are reached. The 
t ransactions across our common border have, I think, 
no real parallel anywhere alae in tbe world, and it 
would be eaay by too drastic control or too centralized 
control to create a chaotic and otherwise unfortunate 
situation. I am quite confident a l so that a visit to 
Ottawa by youraelf , for instance , coulct be arranged 1n 
such a way that any informo.tion desired could be obtain­
ed in such n wa:; as to ensure compl ete secrecy . 

The more I think of the matter a lso the 
more I am convinced that a few partial atepa 1n the 
direction of control will be largely fut i le and Rro­
bably will lead inevitably t o more far-reaching ~ontrol. 
These points are clearer to me now than when I atoarted 
to dictate the memo. 

Youre ver~ 

~erle Cochran, Esq. , 
Technical Assistant to the Secretary, 

'l'reaaury Department, 
Washineton, D. c. 
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December 11th, 1940. 

CONTROL OF MOVEMENT OF FUNDS 
TO FOREION COtlliTRIES 

CANADA 1 S POLICY 

Canada ' s control over the movements of funds 

to other count ries is based on two authori ties, the 

p0re1sn EJ<chsnge Control Order and the Tradin!l T:lth the 

Enemy Regulations . 

(a) Pore1Mn Exchange Control Order 

This was passed on September 15, 19~9, 

within a week after Canada's declaration of war , 

because it was realized that Canada would have 

durlng this war a problem of conserving "hard cur­

rency" exchange which could onl y be dealt with by 

control of all transactions in foreign exchange. 

toe purpose was primarily two-fold, first, to see 

tha t we obtained for vital national needa all the 

exc~nce tbst we should obtain aa a result of 

current account transactions; and, secondly, that 

we should ~ard acalnst t he dancer of a huze out-

ward movement or capital from Canada. The outwarol 

movement ot oapttal funds mieht arise from two 

eourcea. Canadians themselves, influenced by the 

probable effect on the Canadian economy of an 

enormously expensive war with the heavy taxation 

and r l aka of 1nfle t1on to which lt waa bound t o 
gin/ 
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give rise, m!ght be tempted to invest part of their 

tunda 1n neutral countries aa a personal hedge against 

t he riaka of war or for the purpose of obtaining more 

attractive speculative rewards . Again, foreign in-

veet ors who have very heavy investments ln Canada 

might in pani cl<y fear have attempted to ~ump huge 

amoun t s of securities on the narrow Canadian market; 

this would not have been in the in t eres t of Canada or 

ln the lon~-run i nterest of the forei~ investors 

thernse l ves . 

The Foreign Excho.nce Control Donrd ""~ se t 

up to acrut!nize all dealine a in for eien exchange and 

f or ai r,n trade by Canadian residents and eenerally to 

administer the system of control. Up to June las t (l) , 

t he eeneral pol icy f ollowed by the Board, has been 

simpl e in essence, though necessarily complex i n i ta 

aprl1cation. It involved no restriction ot impor t ot 

export trade, of tourist trade , ot the payment ot 

interest or d ividends or other current bua1neaa t rans-

cc t lona aa d istinguished from those on capital account . 

On the other hand , the Board retuaed to provide exchange 

for t he export of capital from Canada except within 

235 

certain/ 

(l) I t later became necessary to restrict pleasure tra•rel 
abroad by Canadi ans and quite recently e '.'lc.r !lxchnnge 
Conservation Act has been passed by Par l icment to con­
serve exchange by the restriction of certain non­
essential imports from hard currency countries . 
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e~t"::-!n no.r&'O'I:l: ~!" esc r- l':lee ltn t !.e , C"1~ , .. • ~h cc:- :aL""'l 

ex.ce:"'t;l?ns fo!"' C&!)!tel ln'T~!ltet.: !:1 ':::t!"lt\•lc. !l.!"ter L!1"! 

•stabl1sh:nen~ of excha:t::e con~~ol. 

The Board nas attempt ed to avo ld pl aclnc 

<tree~ r ostr lct l ons on t hf> Cannninn c.eaetR of per sons 

l!vl~~ outside Canada and nas not , for example , bl ocked 

• .~ bAnk accounts of non- residents but has perr.tt t ed 

}")'1-:-,..s!dftntt~ to t rans fer them f r o.""'' one to :_fnotner . 

,, • ~c~n necesse~y , no~cver , to ~l•ce restrictions 

l."on tr~onscc t l ons oe!.· .. :P.en re~ ~ ~.,"lta or C..an&d& on '";..;e 

•' .!.n,A 6nd non- r-'9s ! dents on L.1e oth~r han"l , an~ thls 

·~~• rest:-lcted tne sale of Cannd lnn (as well a s forct:n ) 

sftcur l ttes to Cana~la:ts b7 non- r ea ldenta . 

~n :'mAr&l 1 t\te 1oard no.s trl eO. p t- nl l t i mes 

.. o ~".CCI')\"1 f a1r ,,nd ho!'l.est tr~!ltt'11\rt~ to r o"lic!c:1t s o!' 

hs:; been e:.ne eff ec tive !lrosecu t 1.on of '-r.nnr!n ' .:~ t':a.r 

~flcr• gnrt ~~tle t hi s has t~evi tobly meont the ndo,t1on 

ol certoln ~ol lc!es whir.h adv~raely a ffect t~e i~e~is~e 

~nteresta of non - r esidents , the doarc! na s scrupu lously 

£Vol-1ed that type of measure wnlch could be char a cterized 

tn sn; sense r.s " tak 1n~ 1t ou t oJ t ne fore igner". In 

othet• words , the des i r e nas been to ao admin1.s ter che 

contr ol system th~ t after the IYAr , e ll who have a stake 

ln Cl1nflda , whetner t~fl~· be re- ~tld,.nt! O:" non- residen t s , 

":~'J.l 1 be able to say t hat ~ne burden of wllr v•a s f a irly 

e.p;Jor t loned/ 
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apportioned an.d tha t on11 fa i r and hon .. t methods were 

taken b1 Canada to protect her •ital national interest 

1n a supreme emergenc,., 

One further general point. In working out 

the methode of control of current account transactions, 

t he Board exercised to the limit ita administrative 

dlaoretion and ita practical ingenult1 to assure that 

there was as little interference aa poaa1ble with the 

earr1ing out of the huge and complicated voluoe of 

business transactions that ta.ke place acroaa her 

southern border because of the extremal,. close inter-
• 

relationahipa between Canada and the United States. 

An example of this 1s to be found in the ao-oaUed 

B. D. aooounta (foreign currenc1 bank acoounta) which 

bua1near f1~1 are arlowed' to operata under permit 

from ~he Board tor the purpose of mak~ng depoai ta ~d • • • 

Slabura.-n~ 1.D the• ord~r,. courae of ........ -
. .. 

237 

thua avoiding the neceaait1 of makine • deo~~lton to 

the Board at- the t t4of reoMpt of eao!'"1$• ot foreie;n 
. . .....,._ 

uchanga (althou.gb1 of C&ll'ae, monthl~ reports and 
~ - . 

periodic ae ttlementa ~· requir~) . Othe~ exaaplal 

are t o be f ound in the &l'J'anguenta which hln bee9 ~" 

made in order to fac1lltate the smooth oarr,-ing on of 

the normal operation• of inaurance oompan1ee and banke. 

(b ) Trading/ 

• 
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2-38 
(b) Trading with the Enemz Regulations 

The purpose and general nature or the control 

set up under these Regulations are obvious and do not 

need to be expanded upon. 

Suffice it to say that that control or rather 

prohibi tion is absolute when an enemy interest can be 

identified,and the Custodian of Enemy Property has 

power to define what is an enemy interest. In this 

connection , an Or der - in- Council has been ,a5sed ,roscP1b-

1ng transactions with residents of ~once, both Occupied 

and Unoccupied. In general it ia perhaps safe to say 

that practically all of continental Europe 1e proscribed 

because under presen t condi tlons it 1e difficult to make 

cert.•in that no enemy interest exiete in a particular 

transaction. In such matters there is close eo-operation 

between the Cus todian of Enemy Property and the Foreign 

Exchange Control Board. 

GENERA L CO!!MEIITS 

Control by the UD1 t e4 Statea of t he flow of funds 

other countries should 1n general be beneficial to 

Canada, as ita apparent a1m would be to conserve this 

country's financial resources for the Defence p~ozran 

and presumably for the production of armruuents and 

war euppliee vital to the cauae in which Canada has 

aucb/ 
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such an important stake. 

2. Canada baa tried to conduct ita attaira, even 

\mder the extraordinary pressures ot the present war , 

1n ouch a WRY as to continue to be worthy of the con-

fldence of foreign investors. Since the outbreak of 

war, ~here bas conttnued to be a small flow of capital 

runda into Canada, and it bad been hoped that Canada 

would continue t o derive some small assistance from this 

source towards the solution of her fore!~ exch4n8e pro­

blem under war conditions, l:aturall:;, Canadians would 

hope that, if the United States finds it desirable to 

control the moveMent of funds abroad, it would be found 

possible to work out a system ot administrati on and 

policy which would involve the minimum of restr iction 

to the flow of capital funds to Canada, consistent with 

the objectivea which the United States auth~1tiea may 

have in m1nd end conditional upon receiving from Canada 

any co- operation wblch may be considered necessary to 

safeguard &Dd promote the attainment of those objectives. 

~ . Canada baa an 1nter ea t 1n seeing that i t derives as 

much tora1en exonanse aa poaaibla from the earn1nga ot 

United Staka auba1d1e.riea of Canadian parent corp.,... 

tiona or of branch plants of st1ch oorporat1ona lMI!M 

in the ~ted States. Rec«<tly thla altuation has been 

under examinati on with a yl .. to aaplor1ng whether we 

ware/ 
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rtol1er:~ ~~ we:-e ;u~tl:'le.!>le , - CO="l:.!.:-;cnt, o=- ccur s c , 

\1t.o _1 ruc1~nt business nena:er"1ent ot t •. e conc,..':"ns effect-

el or.<1 •ln? wgh the re'lulr-e;,An~a of Unltfld ::.tates fiscal 

~~l t ry . This i ' c po i nt to ~htch we would llke oons!- ern-

~ l on to be r iv en in connectinn wlt'l the odop~ lon by the 

• ;.t ':.!td ::,ts tes or any control procreM. 

!!t r'A~· be noted ~" t nis connftco;lon trr.~ tr.e f'Ol!cy 

:o.lo1o:! u? to date b" the 1-or,.tr'l r .. x chcn!'9e -...ont!'ol 3oerd 

, o~~n to nllow t~~ ;~~ent by Canad ian suDslrl1s~tes 

Jl ' rarent co:-t,:Jsnles of I'll net ee!"n ~n.:s in the foro 

,:· tv t 1ef\ds or t~ft:ts!'e-r of !'lrcr 1 t r . This h•s resul~ed 

tn C!' lnc!'eese in the d!"e!.n on CnnndA 1 a liMited su:>:>l:r o f 

f-:"''""P ~;,.e ·ve:- it r:e.s t .1e :'rc.c~.:.cc to n llo\·,· o ~~\..:3tPnt1c.l 

r>or t i on of Auch ;-:-of~ ts to aceu:1ule te ln CansG.a . ) 

~ . !1 en~ cor.?rehenslve system of exch~nre control should 

De inoeituted, it should be reeo~ni:tetl tr.at the nst:n1tnde 

<nil co:1rlex i t y of t he transsc t lons t h& t take pl ace back 

•nil rorth acros s t~e ~ . S .-Cane<1a oorde r end th~ close 

bus iness and f i nanc i a l i n t errel e t Lonships be tween t;,e t wo 

countries wi ll gJ. ve r i se to proolems 01 cdmini stre t l ve 

control 'lnd t o d ancer s nf undue interference wi t h or 

L:\conveniDnce to le::itinllte and desirable businese r.o a 

de-ree anti of a ve r 1et:,r which are probabl ;r not pr esent/ 
in 
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in the exchanee control rela t i onsh ips of any other two 

countries . ~~en Canada instituted exch~ee control , 

we had foreseen (perhaps not ade1uately) some of the 

dlfrtcultles with which we would be cor-.f::''>ntecl , :u\c! it 

w11s only the overr 1d!n;: cons1clorat1on of vthllt we 

bellAved to be imperative necessity which led us to 

f nce the difficulties and r \sks involved . As already 

indire t ed, we have in practice stretched e~in1strative 

discretion end used practical ingenuity to the utmost 

l!mit in order to minimize inconveniences and difficulties 

of legitimate business and to l'taintain,a~ freely as pos­

sible , the normal and friendly lnterco~r•e or our t wo 

peoples . 

Our experience mey be of some assistance in case 

a control proe ram shoul d be consider ed. VIe shall only 

be too willine to place al l that experience at your 

disposal and to facil i tate confidential discuss i ons 

with ofl'lclals of OU::' r'or&lc;l Bxch&n,:;e Control :?oard 

in regard to the problens w!lich ':ave nri:~en 1n pre.c~!ce 

and t he adn!nlatrat1ve techniques which have been devised. 

5. Canada is relying to an important extent on expendi­

tures of Uni t ed Sta tes t ourists into Canada as a source 

or eupply for obtai n ing ll . s . dollars with whieh to 

purehaae vitally needed war suppl.tea in the Un\ted Sta tes . 

Luring tne calendar year 1940, r~eeipts Crom this source 

have be~n very disappoint ing , the favourable factors / 
upon 

• 
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upon which we had counted tor an expansion or this 

trade having been tar more than otfaet by a number 

• 

of adverse factors, including apparently widespread 

misunderstanding (perhaps fostered by unfriendly 

sources) aa to possible restric tions the tourist might 

experience in wartime Canada and as to the u. s. pass-

port reaulati ons . We were hoping that increased 

expenditure ~ advertis!nc end intftnsified efforts to 

~ake the tourist's stay 1n Canndo o 'lcnsant one would 

result 1n e substantial expansion of this trade during 

19~1 and consequently 1n en i ncreased supply of u. s. 

dollArs available to Canada . 

I t would be our hope that any control system 

estnbllehed would not be of aucb a character or 

administered in such a way aa to disappoint our expecta­

tions 1n t his regard. 

-
- ... ~ 
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K. M.Jr : 

Operator: 

K.M.Jr: 

Rober t 
Routt: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

R.M.Jr: 

R: 

R.M.Jr : 

R: 

H.M.Jrl 

Hello. 

Mr. Route . 

Hello. 

Good aorning, air. 

How are ;rou' 

Deoeaber 11, 19~ 
10:16 a ••. 

243 

I'a fine. I got a good night'• r eet. I hope 
fOil did. 

Oh, ;rea. I ••• the New York !rib aa;re I'• 
a little aootoh but the;r think it'll go. 

Well, that waa the - t he f irat aan I eaw 
thia aorning wae DudltJ Mille and he aade the 
aaae point. Re eaid, I think it'• a little 
th.in, and I eaid, well , what • a it worth. And 
he ea1d, well, I t hink about par lb - aa;r work 
a little higher. 

Yeah. 

And I eaid, what'• thin with that . But that 
-· the general o-ent that we ' •e s otten 10 
tar. llo qu .. tloll about U f01nc, but th1Dlt.1ng 
;rou were a little eootob. 

Well, that'• all r1Cht . 

An4 whieb e-• all right to ••· Going baok 
eo.e Je&re llbeD I we at t'lle Ouarant;r I recall 
a aou 1ene when there weren ' t an:r noe .. 
re .. r'fl& t o epealt ot. If a note 1UUe CUI out 
with )/8'e to l/2 U we nrr 11beral. 

PrettJ hard to beat a Jewiah lootollaan. 

(Lauch•). 

(Laqhe). 

You're .oaderful. 

' 

• 
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R: Well, 
well. 
all. 

I think the th1r~« 1e go1ng to go ••'1"1 
I don't ••• an1 queet1on about 1t at 

H.M.Jr: Xeah. Well, g1Ye ae a r1ng 1n about an hour. 

R: x ... I ehall. 

H.M.Jr: o. K. 

R: Thank JOU . 
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H.M.Jr: Hello. 

operator: Major Smith. 

H.M.Jr: Hello. 

Major II . B. 
Smi t h: Yea, Mr. Secretary. 

H.!LJr: Good morning. 

S: Good morning, air. 

Deoeaber 11, 19~0 
10:34 a . m. 

R.~.Jr: Major , I have been trying through the English 
uneuooeeetull7 t o get a report on pertoraance 
ot the Cu.rt i u P-~0 in England. lfould 70u eee 
it 70u could do a ny better than I have? 

S: Ot the Curtiee P-~0 . 

H.M.Jr : Yeah. 

S: Yea, eir. I think we have eome information 
on that. 

2tlS 

H.M.Jr: 

S: 

I mean, what they've done under battl e odndltione. 

Yee, elr. 

R.M. Jr : 

S: 

!l.M.Jr: 

Tbe7 ' ve had th~m over there now einoe 
Sept• bar. 

Yee, air. I ' ll get it t or 7ou and I' l l call 
McKe7 a nd give 1t to bla right awa7. 

Thank you. Thank 70u. 
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H.M .Jr: 

Daniel 
Bell: 

H.M.Jr: 

8: 

H. K.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr : 

8: 

H. M.Jr: 

8! 

H.H.Jr: 

8 : 

O.n. 

Yea. 

Decnber 11, 1940 
12:05 p.a. 

Now Walter Stewart talked to •e about 
Butterworth - he hae a auggeetion. Rae he 
talked to rou? 

lee, eir. He Juet lett. 

Oh. Would JOU mind taking that little chore 
ott ., ehouldere? 

No, not at all. 

Becauee I'm - the reaeon I'• aeking, it I 
eaw Butterworth, I'• atr1id I'd tell h1a the 
truth and I'd like to not haYe to. 

0. 1. I'll take care or it. 

~t rou know the background. 

Yeah. 

I didn't aak hia to coae oYer rou know. 

I know 70u didn't. You d1dn 1 t aek hia to 
coae ott hie •aoation either. 

No. And now be want• to, I euppoee, ehow the 
State Depart.ent what a big &UJ he 1e. Aa tar 
•• I ' • concerned. he can go back to ... Orlean• 
or anr other place. 

leah. Well , I'll tr7 and work it out. 

Tbanlt JOU. 

0. I. 

246 
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H.M.Jr: 

Henry L. 
8t1meon: 

H.M.Jr: 

8: 

H. M. Jr: 

S: 

H.M.Jr : 

S: 

H.M.Jr: 

8: 

H.M.Jr: 

S: 

H.M.Jr: 

H.M.Jr: 

December 11, 194o 
J:lO p.m. 

Hello. 

Hello, Henry. 

How are you? 

I called you up thie •orning to find out bow 
you were getting on and to otter you ey help 
it you wanted •e to go over that th1ng with 
you but I guess it's too late now. 

Vbat ia that, Harryt 

Why the telegraa that you were drawing 
yesterday. 

Well, that lett laat night. 

Well, never eind. 

I ought to have an anawer, I abould think, 
today and I bad tha Inglish in and they 
promieed to get a oable ott laat night. The 
•inute I hear I'll give you a ring. 

All right. (Laugba). 
to •eet the devil halt 
looked rather tired. 

I wae. 

Well, I'• not hurrying 
way but I thought you 

I waa trying to eee it poeeiblJ there wae 
anything that I oould do to Ulp yo11. 

Thank you eo euob. 

All right. 

Thank you. 

Good-bye. 

24? 
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H. M. Jr : 

opera t or : 

H. M.Jr: 

Cperator : 

Cordell 
Hull: 

H. M. Jr: 

H: 

H. l!.Jr: 

H: 

H. M. Jr: 

H: 

Hello. 

Secretary Hull hae Arthur Sul&berger with 
him. 

248 

Vall, ask them it - I want to aek him something. 
I Juet want him to eay ye1, or no. 

All right. 

) : )2 p. m. 

Al l right, Heney. 

I wouldn't bother you but I've got the Brltleh 
Purohaeing Mieeion outaide and 1 wanted to 
know trom you how - you can Ju•t to me yea 
or no - how important you t hink it ie that ve 
try to get the Br1tiah to give up )0 ot their 
pursuit ehipa t o the Greek•. 

Vall, I tell you - ot oouree you know more 
about the situation. I think it's all important 
ror ue to get )0 tor them - equeete out )0 
oureelYea. 

Well, we'd have to take it away trom the 
Engl1eh. 

Well, ot course, that's like taking i t away 
trom the Greeka. The Britieh, ae I t old you, 
had to d1Yide up thei r little quota in Atrica 
and Egypt in order to go over there and tight 
tor Greece and now we tell the Brit1eh to 
d1Yide up here in order to - it'e an awtul 
e1tuation tor ue to be in - I really thlak •.••• 

Well, your people, you aee, Sumner Welles and 
Borle have been talking with Phi lip Young in 
my ottice. Now it you eaid to me, Henry, you 
ooneidered this terribly important, I'll put 
the heat on. You eee? 

Yee. Well, I would make the tiret drive on 
oureelYea. 
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H.K.Jr: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M .Jr: 

t!: 

H.H.Jr: 

K: 

H.M. Jr: 

t!: 

- 2 -

Well, I can't get any - in t he l aat t wo weeka -
t h1 a ie t or you - the United Statea Army get 
exactly 1 2 tighting ehipa . That'• all t hey 
got. 

Yee, I eee. 

Now, the Br itish got 120 - 10 to 1. 

Yea. Well, ot courae, I think it' e eomethlng 
that we can't do anythi ng - poeaibly it'e 
something to take up with t he British and 
aay i~ ought by all mean• to be done. Ot 
course it might determine the tinal outcome 
ot that tight t here. 

Well, th1e ie what I had i n mind it you 
thought well ot it. 

Yeah. 

I beli eve - I may be wrong - that they have 
got quite a tew ot theee ahipa waiting in 
New York a nd Halitax which they 've been unable 
to ah1p. Now, what the Greeke want ie only 
three or tour daye output. It I'm correct 
that the Engliah - and I want t o t ind out -
have let'e eay 40 or 50 ehipe lying a t the 
harbor waiting, I waa thinking ot poaaibly 
aaying, well, you haYen't been able t o ab1p 
thea eo let t he Greek• have t hea it t hey have 
the ah1pe to aend t h em i n. 

Yea , a nd I'd put i t on thla , that it'e all 
iaportant t or the Bri tiah and everybody t or 
the Gr eeks t o hold that aituation. 

Well, I'll do the bea t I can without my 
setting too high preeaure , bu t I'll let 
know. 

Yea. Well, get it high enough. 

All right. That' • all I wanted to know. 
Thank )'OU. 

Yea, good-bye . 

you 
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recember 11, 1940 
3:20p.m. 

·- rr !"Til "!JRCH~"lNr; FF:OGRAN. 

"resent : 

t: ," .Jr : 

···n s<'n: 

P. .".Jr: 

Tilson: 

... _. .. . Jr: 

'i lson: 

H.M.Jr: 

'liilson: 

Mr. B~llantyne 
·~r . t• ils on 
'1/r . Self 
"r . "onnet 
!'r . Youn.,. 
"r . E-nckley 
L'r, . l(lotv 

I am "led that you (''ilson) 
I hllVe v,ol b:o comrleints . 
a liltle service. I nidn' t 
~olna to hP. here . 

ar• here, because 
; u dorn. I 11'ant 
know that you rere 

Pack arouno Sentember 2? , Lord EPnverbrook sent 
me this very con!'ioential message on r l ancs . 
rir you ever see that thinu? 

Oh yes . ~·en --
It ls this tbinq. 

Oh yes , yes , 1 ~ot that • 

Tell , I r.as supnosed to vet the same thiny on 
either the f ifth or sixth o~ lovember. 

I didn't know that . 

Yes . I tol e f riend ~"urvi s that . I never got it . 

It i s in process now. I was t alking to London cay 
before yesterday. 

• 
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H.li.Jr: 

·• ilson: 

r.uson: 

···nson : 

'''ilson : 

R.I>!. Jr: 

''ilson: 

F.!!.Jr: 

' ilaon: 

S.!I .Jr: 

v:ilson: 

251. 

- 2 -

Now, Schlesser comes t hrouvh on December 7 and 
"ives me some figures on rilots, nothinr on olanes. 

He uives you aircraft , as I under stand it, but 
he doesn't aive or oduction. The nroduct ion 
fi i ur es are bein" ~iven to Arthur Purvis now. 

An~ I referred this to T. V. Soon~ . Pe in~ a 
Chinaman, I thought hP. might ~e ahle to unscramble 
it , but he yave UD, 

V'ell, to t ell you the t ruth, I have P. COlly of 
that in my desk. I ~ound it there this morning. 

I f you could out tha t ~a t he other one together 
and make it add ur to ~ --

I '!!i ll do that. 

Rut That I rant is, I • ant a cont inuat i on of 
this . 

I kno•· exactly ..-hat you want. 

SohlPsser comes alonp with that which has practically 
no rhyme or reason. · I havt• worked on it and --

"!ell, please don't you work on H . 

"'ell , I have. I have srent hour s on i t . 

Oh, that is t oo had. 

An~ I ~ot a t ecember 3re reoort and a r ecember 7th, 
what you have 1'ay 10 and then Sentember 27, ann the 
whole thin~ --

Well , I have on my desk now - of course , I have 
the oririnal. This I h~ve on my desk, but I haven't 
been able to figure it out yat . I have only been 
here a couole of hours . 

Regraded Unclassified



~:' . Jr : 

"il::;on : 

"ihon: 

"1 · '' . Jr: 

· i lson : 

F. '' . Jr: 

"ilson : 

~ .I.' . Jr: 

" ilson : 

Jl . r• . Jr: 

- 3 -

ren , it •ill take " counle of d~ys . If I co11 ld 
" et somethinrr comr ~raHc to "h~t c'!ltle from - -

I kno1• . You wstnt. a cont i nuA t i on of thP ' eptem'ter 
onP so ;vou cen "Ut onr nl on.,, li!e the oth• r anc 
qay, ""'here are y<>u ""in" , un or dov:n or just 
hol d in<" your ov n"" 

"'h11.t i s ri~>:ht . 

I know "hat you rant . 

You oress 11. ~utlon stnd ho" many ~erositors oo 
you have, an~ thPy tell you, "'' ell , 'e hnd so 
mstny at Christm• s , ., this nr t hAt or another thin<", 
Bnn you <>tt s omethin~ enti r ely differ ent. You 
w~nt tc kno~ how many denosi t , y~u hst ve increasec , 
ho• many c ied . 

4nr i n addit i on to v:h11.t ts on thnt memorandum of 
' chlessers , Beaverbrook is ~ivin" Arthur Pur vis 
some fi11nr es un to the end of No ve'llber and Pur vis 
i s brin~>i n " them over at t he end of the ~~eek . 

But Ylhat I <:Ot f r om Bpaverbrook orie inally v.es 
swell , see . · 

I have rot one more comnlaint . 

r.o ahead. I have ~t another olece 'l f :"aoer. 

But this is j·l~tified. Ancl look, you re~r.e'l'ber 
how useful ttst T!IS . 

Yes . 

You remember ho• useful th~t was •t the time and 
T need it Allain now. T have go t t o kee~ fight ing 
this blue fo<> here in '.' q3hinvton, that Br itain 
i s licked . I am i n deAd earnest . I was bei ng 
~unny be fore . I am nn t be inr funn~' nor., and I 
nee~ that stuff nesoerately . 
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\' ilson: 

H. '.Jr: 

H.~•.Jr : 

H.M.Jr: 

H.l.!.Jr: 

• 

253 

- 4 -

Now, the other thing I need is , I have asked tor 
it three times. M7 God, can ' t somebody connected 
with the English Government or the Canadian 
Government tell me since last September what has 
the Curtiss P-40 done in oomba.t with the Germans? 

That is coming over. The Minister was on the 
telephone this morning. He aaya, "I am sending 
you a cablegram regardin2 ~ertormance of the Curtiss 
P-40, " so we will have it somo time t oday. 

We will open a bottle of Champaivne when you get 
it. 

No sir , you r.ill get it . 

You don't want the Chamnaigne? (Laughter) That 
is very valuable, isn't it, Mr. Monnet, especially 
it it is good Champaigne. 

But seriously, he said he was sending that cablegram. 

That much on you. I mean I didn' t call you in tor 
this. Did Colonel Knox ever get his pompom gun? 

Ballantyne: Yea . 

H.V.Jr: 

Ballant~e: 

H.tr.Jr: 

Is it here" 

I don't know whether it is here. It arrived l ast 
week and we ~~~t.de arrangements tor lts shl~nt 
down. It was so big that lt couldn't be •rought 
down by rai l and there was a tender in Halifax 
that ~ent up with the destroyers and --

r ell, when it comes , you see if you would have 
aome syst em over there and let me know so I could 
write Colonel Knox a l ittle letter and say, 
"Through the courtesy of the British Purchasing 
Colllllliaaion I am pleased to inform you that the 
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··n son: 

Youn~ : 

!l .".Jr: 

- n son: 

P. . ~ . Jr : 

":ilson : 

- 5 -

pom nom gun was delivered as of such and such 
a date . • · 

Are you ~oin~ to do that~ 

I wrote him a couple of notes on that whi l e you 
were away, keepin~ him informed. 

254. 

I knov:, Nov, what else? I v.ant to r,et it all off 
my chest . 

·• e sen~ over an i~quiry at the su .. stes tion of somebody, 
Muld 1 t be all r1~ht to send over Army and tiavy 
observers to wa t ch the "er forll'&nre of &ny of these 
~lanes . Beaverbrook s&ys you c•n send over helf 
of the Army. He Yould be ~lad to see them. 

N~v , this nlarewith its ~ .000 horse enaine in it . 

The Sabre? The Sehre en~ine is on the way over 
and the Typhoon is on the way over as soon as they 
can get one. 

~elf : In f ebruary. They woulo'! Hke to improve on it. 

n l son: 

".!I.Jr: 

l'ilson: 

l' .U.Jr : 

~ ilson : 

H.'I.Jr : 

Put the en~ine is coming? 

The dr&win~s are here and the engine is on i ts 
ny. 

~hen the engine comes, would somebody let me know 
and when the plane comes woul~ somebody let me know. 

Yes. We will . That will be your job and my job , 
Self. 

I am saving the ~ood stuff unt il the end , see . 

Vlell, go ahead . 

liov:, I would like to know as of - well , v;e will 
say as of today - the 11th is a lucky day - bow 
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"'i lson: 

• .M.Jr: 

"'ilson: 

F.. " . Jr: 

''ilson: 

H.l.'.Jr : 

'!."ilson: 

H.M.Jr : 

Wilson: 

H.V.Jr: 

f.il son: 

Self: 

E.M.Jr : 

Selt: 

H.M.Jr: 

, 

- 6 -

many Curtiss P-40's there are which you have 
taken title to in North America. I will tell 
you why. 

How many have we had delivery of~ 

255 

No, how many there are which have not yet left and 
which are waitin~ for shioment. 

Oh, I see . 

I don't know whether you have shipoed them via 
Ntw York or via Halifax, but it makes a difference 
where they are, as far as I am concerned . 

How many are on this continent~ 

Yes . How many are in Halifax, how many are between 
the factory --

In Nor th America? 

Yes . 

Are awaiting shipment? 

If you are going to take it today, what cleared 
the factory as of toni&bt , let's say, how many 
are between Buffalo an! Halifar or Buffalo and 
Uontreal awaitin~ shi~aent . 

We can ~et that very easi ly. 

I can tell you offhand, air{ that - I think it is 
64 are waiting on the dock n New York now, 

All right . 

That ia just a tJPlcal sort of figure . 

That is good enough for what I want, BDI ia -r 
guessing, Pbil? 

., 
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Young : 

J!,'l. Jr: 

~uson: 

H . ~' . Jr : 

Wilson: 

Self: 

'r.ilson: 

Self: 

H lson: 

Self: 

H.ll.Jr: 

256 
- 7 -

Pretty accurate . 

Now, I think that you peonle will make friends 
if there are ships which can go to Greece, that 
you would release 30 of those which are on the 
docks in New York. I understand they say, "Wel l , 
that isn't what the Greeks want , " Well, never 
mind , it is t he only thing that we have got . It 
renresents 4 days' Production, 4 to 5 days' 
~roduction at the most. They are there . If the 
Greeks have the ships and can take them out of 
!len York, my reoly to you is, do it and make a 
bi gesture of it . 

Regardless of whether they oan be used when they 
get over there or not, just as a gesture~ I mean, 
I don't argue the Principle, 1 just say --

No, that would be stupid. 

Well, it mightn't be stupid , but it might not be 
the best way to do it . 

V/oul d it be --

If - no, you go ahead . 

WoUld it be an accePtable alternative to say that 
in consideration of the release of 30 P-40 's , that 
we are sending 30 Hurricanes immediately to 
r.reeoe" 

Something that they can use. 

Tho Hurric ... oan operate out of cow pastures . 
The P-40 can't • . 

I would say unhesitatingly yes. Let's say what, 
that you people are going to r elease 30 Hur ricanes 
to Greece? 
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' ilson: 

H.V. .Jr: 

'''ilson: 

~elf : 

P. .'' .Jr: 

H.".Jr : 

"'ilson: 

Self: 

'!.". Jr: 

nlson: 

H.'!. Jr : 

- 8 -

Yes , and •'e have them over in £n~hnd now, we 
assume . We must have. 

That you r ill take care of those ~0 . 

Yes . 

If we can t ry to get somethi!lR along those lines .••• 
If we can cable England to try to get something 
achieved on those lines immediately~ 

In other T>orcs, if it is a resture, isn ' t that the 
be3t way to make the gest'lre" 

'"ell , in these times I don't .ant t o be a uarty 
to sendin~ 30 Cur tiss P-40's - I don't knoT., how 
~oon a runway do they need to take off" 

Y1ell , they have R'Ot a very heavy pr essure and it 
needs bard concret e runways . 

Let ' s say if the Greeks haven ' t vot them and you ar e 
just ~oing t o send t hem and store them there 

Th.\t v·ould be no good . 

Of course , there is a gr eat adv~tage , that the 
Greeks know the Hurr icane . They have ~~:ot Hurricanes 
out there operating now. They have ~ot s~ares . 
These P-40's have got no spares at all. In fact , 
they are having to break down ai rcraft at the moment 
to keeu goin~ . 

If you could say --

If the Uni ted St ates gives us - we don ' t say where 
they come f rom - announces that they ~ive us 30 --

Now li sten --

No, I am not tradin~ . I am just repeat ing i t . 
You give us 30 of these Curti~ in consideration 
of Britain ' s sendine 30 usable nlanes to Greece, 
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90 of the tyne they are using there now. 

All right. 

That is what you are thinking of, is it? 

No, I am not . I will tell you whJ. I just added 
up, in t he last two weeks England got a hundred 
and twenty fighting planes. I will just read 
them off so you can check me. I will tell rou wby 
I can' t say this, why I can ' t do this . I w 11 tell 
70u in a minute . I t ould enjo7 this i f it wasn't 
that there is so much at stake. I would get a 
kick out of it if it wasn ' t that this whole thing 
is so desoerate . I just want to check. Put down 
five, Phi~ip . This is - well, this is Consolidated. 
You people got - this is November 24 to December 3. 
You got 5 Consolidated, 80 from Curtiss, 21 from 
Douglas , 21 bombers from Lockheed - I am not counting 
the 9 - commercial transports . I will leave that 
out . Twenty-one bombers fr om Lockheed. That should 
total a hundred and twenty. 

A hundred and twenty-seven. 

A hundred and twenty-saYan, and within the walls of 
this room, the United States ArmT got 12. Now, 
I can not - I jus t can't go to General Marshall 
because he is foaming at the mouth now. 

Wall, you un.derstand I wasn' t suggesting t hat. 

Jo, but I am sqing he is foaming at the mouth 
now. He knows these fir.res too. I can' t go to 
kla. I just can't do i • 

You understand, )!r . Seol•etarJ, I wasn ' t suggesting 
t hat you t r7 to get t hese 90 from the Arm1 because 
I understand that bridge bas been crossed. 

I oan•t go to General Marshall and ask hi.m for 
another thing. You people are getting 10 to 1 
of our production • 
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What it gets down to is that we have got to say 
to London, "Mr. \!orgenthau wants 30 of these 
Curtiss P-40'~"and if the operational peopl e who 
understand it say - "We say it would be foolish, 
stupid, to use your word, to send these to Greece, " 
but instead they will send over 30 Hurricanes or 
Spitfires or whatever type Britain is presently 
sending to Greece, 

Well, in this ease for the first time , don't use 
the name Morgenthau, use the name Roosevelt. 

'tell, it is you.r name r.e usually use, but we will 
use any name you say. 

This time use Roosevelt. This is Roosevelt . This 
is not me . But I am trying to make good on what 
the State Department announced publicly that the 
President had promised the King of Greece . Now, 
I smelled that these Curtiss P-40's were on the 
docks . 

You were right. 

But to take 30 and let them rust somewhere would be 
just - well , too stupid to be true, but I will 
ieave it to you t o think up something that you can 
use . 

All right . 

You know there are 10 squa~rons in Greece at the 
moaent, sir, 10 British squadrons . 

Yes , look over our warships and see something 
that you can use. 

v:ell, thei' could get those 30 back next swmner 
out of this allocation. 

No, but there i s something else. 

Sir Henry and I will concoct a message and read 
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it to you (Young) . 

They don ' t have t o be planes . They don't have 
to be planes . Didn't I hear you wanted some 
boats or something . 

Yes . 

260 

That is what I am coming to now. They don't have to 
be planes. Think up something else. 

l'. e wi 11 get up a message. , 

I don' t know r.hat ~ou need the worst, whether you 
are short of any a1rcra!t or machine guns or a 
little ammunition, a little powder, a little 
something here, but don't ASk for planes. Tbat 
was what I was coming to, you see. ~bat is the 
thing which you woula like to take up next on 
that December ? list, what is the thin~ that you 
think you want to clear next? I haven t heard 
from the President yet, and you (Monnet ) I take 
it haven't heard from your goverllll!ent yet . What 
is the next import ant thinR we should try to push9 

That is why I really wanted to see you. 

You are sneaking of --

Anything. ~bat is the t hing next? 

In other words, assumin~ that you can't get all -­

Well, let's take - -

Or I mean that you can' t get soae of all, what is 
your selection, what number 1, 8, and 3? 

That is right. 

Well, of course. I guess --

That is what I r eally wanted to eee 7ou all about, 
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but seeiny you I got off this accumulation of 
stuff, the se little odds and ends . 

I think it is qui te a quest ion. 

Well , think about it , you see . While we are 
waittn~ , what wou]d - I WO'J ld like an order, 
1, 2, 3, what are the things - are they these 
60 boats? Are they these olanes , t he balance 
of the pl anes that you ~ant to ~lace , or is it 
somethin~ else? Do you see what I mean? 

Sure • 

After the 10 Divisions? 

Yes . 

I ncludin~ the 10 Divisions . You out them all in 
the - in other words , you throw the:n all on the 
table and say, "WhAt is the thin;; that i s most 
urgent . I f you can't r et them all1 now, what 
can we discard and concentrate on" ' 

On December 7 Layton laid a piece of paper on my 
desk which totaled a l i ttle over t wo billion 
dollars . 

t saw it. 

'fell, now, we have taken - what is it, 600 million 
of that , haven' t we? 

About t hat. 

Yes . 

Now , on that ltst I want oriorities , 1, 2, 3 . 

Including t he 10 Divi sions or outside? 

Isn't the 10 Divisions f i n\ehed? We have disposed 
of it if your ~overnment and the President agree . 
V~at comes next? Do you understand? 
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I do understand fully, but I wanted to tell rou 
f rllllkly what . difficulty there 1s in lll1 mind 1n 
this connect 1on, and it is this , t hat a prior ity 
of this sort we have got to apply to London for. 

Yes, I exnect i t. 

If we say to you, "Now, what is the priority 1' 
it would be planes and ships . That is the quest ion 
which we shall h~ve to pass upon. They are the only 
two other items, planes and shins . I am absolutely 
certain that London ~ill come back and say - "But 
planes takes precedence on the 10 Oivisions, " they 
will uy. 

Y.'ell , we heve crossed that bridge because l!r . Stimson, 
for reasons of hie own, wanted to push that ordnance 
order . 

He figures that as number one . 

Well , he did . We put that to you yes terday, last 
night. Mr . Stimson a aid that is what he wanted 
first , so London can ' t go back on that . He , 
Mr. Stimson, said he wanted that first. 

In other words, London has no choice with respect 
to that. 

Let 's say after that, Wbat i a the pr iority? 

Yes, sure . 

But I don ' t want to go through abat I did again 
yesterday, not for another week. 

1.'ie have got to put t hat !Uestlon t o London. 

Thet is what I want , but I want to see you get 
it over to your government. 

Well, we will put that up to them. 
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Will you? 

Oh yes , sure. 

On the December 7 list, after the thing that 
we have talked yesterday, what would you people 
say, 1, 2, 3? 

We can put it up to them tonight. 
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There is only one , two, it is only ships and planes. 

Is that all? Well then, shins and planes . 

v~ problem, Ur. Secre tary, is this , that if you 
say planes, plane program, can we assume that 
on the current program for 12,000 planes that 
Mr. Knudsen' s arrangements will proceed without 
further difficulty or reference back on all the 
P and R' s which are in wi th Mr. Philip Young now. 

P an~'s, what i s that? 

Some of the things you don' t know about . 

The progr am for 12,000 planes 

Clearance forms , 

The prograa t or 12,000 planes that was referred to 
by the Presla." 111 hie speech on October 30 to 
Xr. Knudsen ana two colleagues on the Defense 
Commission ana following that reference, and by 
arrangemant of -.. IDudsen, formal orders were put 
in for that prQ~r... Of the 12,000, roughly some­
thing like twQ..thl rds can be cleared, it would 
seem, by Unite~ States of existing capacity 
or capacity alr.aat being created , and there 
should be no di fficulty in clearing up the situati on. 
There rem&ltle a balance whtch involves new plants , 
which I assume comes out of the category you are 
talking about. I wonder whether we could assume 
about the part where we already have existing 
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facili ties or they are being cruted there is 
no question about that anyhow. ' 

Leaving the question of naying out , ~ understanding 
from what Knudsen has sald here several times , that 
12, 000 ~lane program has been cleared . I t has been 
cleared . Now, it i s just a question of the money. 

Self: I see . That is a quest ion of priority of money, 
then. 

H. '.'. J r: 

Youn" : 

H.l.I .Jr: 

Jelf : 

l! .'.' . Jr : 

"onnet : 

H . ~· .Jr: 

Young: 

H.M.Jr: 

Self: 

I t is a. question of money. But he has said here 
that that thing has been cleared . They said so 
publicly. 

He has defi nitely approved it in pr i nciple, subject 
to certain shifting around between types , which 
doesn't amount to anything . However, he doesn't --

That is cleared. But if I may say, if i t i s a 
question - how many of th~t 12,000 have been placed~ 

We have got negotiations with the firms proceeding 
for about 2, 500 and t he others have not been re­
leased by the allocation committees for formal 
negot iat ion, 

For 2, 5009 You haven' t signed9 

Nothing has been --

\';by don't you ~ush on those 2, 500'? 

I thi nk Knudsen has sou reservations in his mind 
on the paying end . 

Well, I am seying why don' t you go ahead and 
push. 

Well, t he difficulty is no t my creation, but we 
have sent letters to the fil'llll and aaid we wanted 
t o sign up and the firms came back and said, 

• 
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"We haven't eot the oauacttr, to take this until 
the allocation is aooroved, ' and they have come 
back to the Administration to Fet their oosition 
cleared. 

Refore they can ret up to a point, Dhil -
we had this thinr last ni~ht , that everybody 
has cleared it , and then it gets down to a policy, 
do we want to let them place it on account of 
the money or not? \'lhy can ' t we get the 2 500 
un to that uoint~ ' 

Well, we can get all 12,000 un to that uoint , as 
far as that goes . 

Well, 2,500 would be a nice start. That is all 
you oeople are ready on, aren't you, right now~ 

Well , I was ready, for my oart , to sign up 
contracts immediately for 673 million dollars 
as soon as I can eet the four more clearances . 
I thou2ht we could do that •ti thout any question 
of olant caoaci ty. 1 would have ai~ned ur 
immediately. 

Ts that for the three thousand~ 

That was - I won't I!O into detail - several headings . 
Different 2rouos . So far as our ~roblem, more than 
half the total amount could have been clea~d right 
away. 

Without any additional olant caoaci ty? 

n thout any add i tional olant than Ythat is al ready 
being crea ted , 

v:ell --

Then Mr. Knudsen, if 1 mt~ht trouble you with tbl 
detai l s of it, he says you put in 450 million dollars 
for caoital assistcnce. That amount of .oney i s 
not necessary for the 1~ ,000 scheme, I agree, but 
12,000 scheme is ~ivorced from delivery date11 but 
there comes Schlesser in November wl tk an .aaltional 
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heavy bomber capacity which should be started 
immediately for 250 heavy bombers a month, which 
would be necessary if the 121000 program is to 
be achieved by June, 1942. 

We are getting way beyond ltcy' department , because 
Philip Young hasn't had time to bring me up to 
date. Look, make - could you do this, in order 
to just save time, and I will try to find time 
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to assimilate this . Ask England just this question. 
At this stage, which do they want you to push 
fi rst, the ship9 or the planes . Just ask them 
that ques tion, you see, and then in the meantime 
while you are tryill!( to get that ansnr --

I think - we can't give a formal answer to that, but 
I know what the answer is going to be, It is going 
to be planes . 

Well, let's get it anyway. I am not sure that you 
are right. You most likely are. You most likely 
are , but ask them that question and then, Phil, I 
think if this thing breaks down into, I gather, 
2, 500 planes and then what is the next - how much 
do 2,500 planes cost? 

A hundred thousand a plane, Two hundred fifty 
million. 

t~at is the next step? 

Then about another hundred and fifty million on 
top of that. 

three fifty, and then six hundred. If 
that - if you oeoole could get it.»-
s to Knudseni so we can say depeilt•g 

we will go , 2, or 3 steps , how 
lfaveKnudsen ready l.f the AdminiiJlr atlon 

Well, he l.s ready, isn't he, Knudsen? 

Oh yes, that will be cleared automatically. 
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Well, but I don't want Knudsen coming in and 
getting into a whole argument, 

But that approach to the problem, if I may 
suggest , I should let the committees function as 
they are now and the results will come out auto­
matically and we ·shall probably be negotiating 
the 25? million dollar contracts next week. They 
are be1ng worked on now, ready to sign. The next 
350 will come out automatically before Christmas, 
and then the 600 million will have to come out 
of the hot spots. 

Then it will be a question of whether fOU will 
be ab~e to get permission to let 250 mtllion more 
for aucraft between now and Christmas, and the 
ships cost how much9 

26? 

In total, a hundred million dollar commi tment and 
roughly 40 million dollars or so of capital invest­
ment. 

I see. 

It is a small thing. 

But you see, your trouble is the NaVJ, and while 
you are arguing about i t, you would save a lot 
of time ifJou could hold of e i ther Colonel Inos 
or Forrest and see whether fOG oaD't get the 
clearance over there. The WaYJ tranklr doean•t 
wan t these placed, 

All right. 

Now, what they say, so you will have the whole 
picture and it will give you a lead, what they 
say - and you (Youn2l ought to check this with 
Foley because I donTt know whether they are right -
that they have not got the authority to seize these 
neutral ships in our ports . They need legislation. 
I thou~ht they had the authority. They say they 
haven 1 t , \'.'ell, you ought to run it down, with 

Regraded Unclassified



Monnet: 

H.M.Jr: 

~onnet: 

R.V.Jr: 

Tilson: 

Self: 

R.li .Jr: 

Youn11; : 

H.M.Jr: 

Young: 

Self: 

H.M.Jr: 

Young: 

- 19 -

the help of our people. It they have the authority 
their proposal is they will sei~e these ships and ' 
then turn over an equivalent amount ot United States 
ships to fOU people. 

All right. 

Ia that news'? 

It is news to me. 

Well, there i s your proposal, but if I said to you 
today, "All right on the money, with the 250 million,• 
f OU are not ready to say the types and the names 
of the planes. 

Oh yea. 

Oh yea . 

Do fOU (Young) agree'? Are they ready'? 

Yes, I think so on4lhat first batch.· I think that 
is prett7 well decided as to exact types and ao on. 

I don' t mean pretty well, Philo is it decided? 
I1 all the paper work done? 

• Yea~ has all been cleared through on the foraa 
unltla there has been some ohance. 

We have in fact written the firaa s.,tnc, 
"These orders are ted States 
Administration. for 
thea for the the follo.ing 
'Prices han been-• we clearance fr011 
our aide fr011 Wublngton. as the7 c011e 
back and sa7 they have it, sign. 

Could I ~ick that up eo .. 
• 

I wouldn't --

• 
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And get Yr. Knudsen to say to ae, "Mr. Korgenthau, 
sublect to the approval of this Inter-Departmental 
Committee of five Cabinet members, I am readf to 
let this order, but I want this five man Cabinet 
t o say O.K. financially . 

We wi ll pick it up. 

Can we help on that? 

I suggest that Mr. Young and I can talk it over. 

That gives it, you see, There is 250 in planes, 
a hun.dred million on the ships , on which you 
fellows have to do some missionary work wi th the 
Navy Department, find out where everything stands 
on this legislation, then ask your government if 
they could only have one of these two things 
during December, which would they rather have. 

That is clear . 

Make sense? 

As a banker I understand i t olearly. 

All right . You see what I am trying to do? 

Oh sure . 

• 

I want to try to keep this thing rolling. Row, 
aarbe the1 will feel there is enOUf:h for both, 
I don ' t lmow, but let's keep pue!al•· I aa uldng 
to be pushed. 
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Hello. 

O.o .. "ber ll, 1911<> 
~ : 19 p.a. 

Secretary Hull vill oall you baok in a little 
vb1le. 

Well, I'll have to - (pauee) . Let ae talk to 
eoaebody in ble ott1oe. 

All right. Mr. &tone. 

Bello. 

Yee, Mr. Secreta.ry. 

Btone, to eave Mr. Hull'• tlae and alne­
have you got a peno1l' 

Right, etr. 

I vant to get thle l nt oraation to hla, 
oont1dent1ally. 

Right. 

Brltieh Purohae1ng Mieeloa tell• •• tble: 
that they are lntoraed by their a111tary 
authorl t1ee that t he Curt1u P-4o planu vl ll 
be ot no uee t o the Oreeke beoauee thar don' t 
have the proper l anding tUlde. 

R1Jbt. 

!he IDgl iah have nov over 4oo tilbting plane• 
aeeletlng the Greek• vith additional reeervee. 
!her ear that the Greeke are not capable ot 
nring and fighting a aodern plane. I euaeeted 
to thft that the lnelith 0-ndlng General. in 
Oreeoe get in touch vith General Metaxae 
and aek h1a vhat dou he think that ve have 
in the Uni ted Btatee that ther could uee to 
the greateet advantage. lou •••' 

What ve have - right. 

lee. lou ee•' 
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And t or the. - aotuall1 t or the two ot thea 
to meet t o agree what we oo~ld beet e~ppl7 
thea or aoet ~•• to them. 

Tbat' e right, and to adviee ~• tbro~b their 
diploaatio ottioer here a nd to have the Greek 
diploaatio ottioer adviee ~• when thoee two 
get together • 

••.•• tell ~• thro~b t he Greek .. n here. 
That' 1 right , air. I'll get that betore hia 
in - a nd t hen aleo that 70~ are accordingl7 
etanding b7 on what 10~ and be epoke abo~t 
J~•t a little while ago. 

That'• right becauee both Mr. Vellee a nd Berl e 
a re p~tting preu~re on tbll 30 c~uu P-4o 
and t he Englieh ea1 i t J~•t ien't practi cal. 
xo~ tee? 
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Right, air. I ~nderetand pertectlr, Mr. Secretary. 

And rather - th17 eay on the other thing - rather 
than to give ~P any ot theee C~rtiee p_qo•a 
the7 wo~ld be willing to give ~P eoae or their 
own planet and eend them down. B~t tbe7 ••1 
that at preaent ae tar ae th17 know the air 
toroe that England hat i n Greece ie perteotl7 
adequate. You eeef 

~ght, e1r. That thtJ , theref ore , think t hat 
there 11 no need or tending an7thing elee 
down beoauee • •.•• 

1'be1 d on't think eo. 

Beoa~•• ot their own 4oo pl~• •. . • 

liue reeerYel. lo 81 e~geation ie t or t he 
lngl1eh ooaaan~ ottioer plue General Meta~• 
to CAt together ... adYill ~~ tbrouch - What e 
it, a Minieter or ~eeador - I don't know • •• • 

Ke'e a M1D1ater, ,.., eir. 

~ ..... l!nleter t o adviee ~• and I ti~re 
St it .... tbro~h the Greek Minieter certainlY 
.... ••' the l ow- down. 
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Rlsh\, e1r. And \he Brltieh asreed t o so 
alons \bOll line1t 

Well, \her're so1ng \o 1end a oable \on1gh\ 
to London and advill London to 10 1n1truot the 
Enslieh General 1n Or1101. 

Fine. Thank JOU, Mr. 8eoretai'J, 

Now, one other thlns: I tb1nk lt 1oaebod7 
1n the State Departaent could 1end t or the 
Greek Mlnl1ter and tell hla ot thll oonvereatlon 
then he could 11nd it over and he could check 
and we could aake 1ure ••••• 

Ve could eee whether tbt Br1\11h were plarlns 
alons w1 th ut. 

lxao\lJ. But I'd l ike that ••••• 

I'll get tha\ betort the 8eoret&J'7 betore 
anrthlns 11 d.ont on that 1ugge1t10n. 

And tell hla that until I bear troa h1a I 
tigure that I've done all t hat I oan. 

I undtrltand and that JOU 1ll wait to hear troa 
either hla or troa the Minieter. 

Or troa the Greekl. 

RlsM, Mr. 8ecre\IJ'1. thank JOil, all'. 

thank J CU, 

• 
• 

Z72 
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H.M.Jr: Bob. 

Robert 
Rouee: 

H.M.Jr: 

R: 

R. M.Jr : 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

R.M.Jr : 

R: 

H.M.Jr: 

R· 

Yet. 

I think evel'Jth1ng went Vel'J well. 

Well, eo do I. We were Juet oheoking up w1th 
Deceaber, 1938 and we tind that our eubaoriptione 
i n th1e dhtriot alread.:r are onr the total 
t or New York in December '}Son a note aub­
eoript1on. 

Ia that right? 

We're up to a billion 721 and there'e one on 
the wa:r over ot another 100 million, aak1ng 
1,821 ,000

1
ooo. The t otal eubecriptione 10 

Deceaber }S the:r tell ae were l,b90,ooo,ooo. 

Well , do :rou mind tending ae a telegraa on that 
eo I can have it in the aorning? 

All right. 

Juet write out a telegraa - rou know we have our · 
own wire• and juet eend me a telegraa on that 
eo, 'I aean - or I tell :rou, dictate 1t to Hadle:r. 

All right. I' 11 do tba t. 

I'll juat have :rou ew1tched to Hadle7 aod give 
1t to h1a and then be can wri\8 it Ollt aod give 
1t to ae 1o the aorning. 

And during the atternoon I undu.tand tba' tha 
out ot town people began to hear ot a little 
better word ot it and there wae a t .... nc:r to 
inoreaee eubacriptiona to the 1~' aOpt than 
there had been prior to that. 

Well, I'd like to have what rou've told ae. 
Tell it to Hadler and he can write it out. 

Well that'• tine. I'll do it. 
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H. M. Jr : 

Operator: 

H.M.Jr: 

Operator: 

H.M.Jr: 

R: 

- 2 -

Juet one minute. 

Operator. 

G1ve Mr. Rouee to Mr. Hadle7 pleaee. 

R1gllt. 

Good-n1gllt. 

Good-n1gllt, e1r. 
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!I.K.Jr: 

Cl11ude 
Wickard: 

H.M.Jr: 

II: 

H.M.Jr: 

V: 

H.M.Jr: 

W: 

H.M.Jr: 

W: 

H. l! . Jr: 

-.-

Hello. 

Hello. 

Secretary Korgenthau. 

December 11, 19~0 
5:05 p.m. 

I t ried t o r each JOU thie mor ning but I gueae 
you were bueJ. I want ed to tell you that our 
people have conterred with the Orange , the 
Farmers Union a nd the Farm Bureau ott1e1ala 
and all three or those organH.ationa are 
will i ng to go along on the taxing ot Government 
eeouritiee as tar ae it will attect Fara 
Cred1 t, a.nd we are going along too. 

Swell. 

So I gueae you have all the approval t hat you 
can get t rom ua and t rom the r arm organizations 
eo t a r aa I know. 

Well , I' m delighted. 

All right . 

Thank you eo muoh. 

You be t . 

Good- bye. 
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DATa December 11, 194o 

~ Seoretar1 Mor genthau 

'"'"' llr. Wh1 te 

subject: Recent Soo1al Changes 1n England Su IIIJIIII r1 

A. Conolue1on 

Thera were no deoia1ve changes i n the Engl1eh insti tut1onal 
pat tern i n the period betore the War. Since the War the follow­
ing ohangee whlob aome people believe to oone t1tut e, i n etteot, 
a eoo1al revolution have occurred: 

1. The Labor Part;r &lld Trade Unione have acquired a 
prollll.nent place in t he Government and in the regulation ot 
labor condition e. 

2. Government r egulation ot econollll. o lite hae been enor­
mousl1 inoreaeed, both extensivel1 and inteneively. 

3· Important eooial retorme have been introduced: 

( a) The llll.nimum wage tor agri cultural workers bas been 
rai sed 4o percent. 

(b) Unemplo1me.nt insurance hae been extended to cover 
wh1 te-coll&r worlte rs earning up to $16SO ( $4 = lo 1) per ennum. 

(c) The r ationi ng and price control mecbanlema have been 
amplo1ed in he direction ot bringing about a grea ter equalit;r 
1n liVing etandards. Prices ot certain eesentials have been 
t1xed, the diet ot the masses hae been 1aproved, t r ee milk 1s 
given to ~~arg1.nal workers, and t!le 1.mport -- and even the 
Production - - ot ~~any luxuries have been curtailed or prohibited. 

~. llan1 lil'li ticant eooial obangea llave taken plece. CrieU 
ox1aenoiel have neoeea1tate4 a greater aooial equal1t1 in the 
provieion ot •e·l t e• trea aDil rel1et a::w:bing, a demoora-
t1aat1on or ~• a111v.ry aohine, and a ng ot the sooial 
l'lp41t;r wbleb Wal perhaps l;be outetan eee ot the 
iiiiiUih demooratio •1••••• u compe.re4 q re. 

leoauee •at or these .,._. ••~ induced under the 
l••Jilate aa4 ~·pre~ of war neede and not because ot 
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any new 

s. Before the War 

1. The social ~ttern. No reall y e1gn1fioant social 
changee occurred l n gtarid i n the decade before the war. 
However, in the peri od from 1900 to 1930 moat ot the social 
reforms which tbe N-:w Deal hae been in t roduci ng in the United 
St ates had already been insti tuted. These r eforms, while 
lll&k1ng no fundamental change in the pattern ot society, un­
doubtedly contributed to greater economic security tor the 
aaaasa and to a diminution of inequaliti es, 

2. The economic pat tern. Since 1900 there baa been a 
steadily growing governmental participati on in and regulation 
ot economic lite. But this was a refl ection ot the i ncreae­
i ng complexity of the economic cbangea ~nd not of a desire 
to bring about any basic ohange in the eoonomic structure, 
and it l ett the main sectors ot industry under the driving 
to roe ot private en terpriae. 

3~ TheGholitioa l pattern. The laat decade has witnessed 
no deci:live ange I n English political lite. The Labor Party 
had already beoane the second maJor party 1n the 20s.; while 
lt ls doc t rinally socialist it ie essentially democratic, and 
haa tulfilled the tunotion of being 1 Hia M&Je sty'a Loyal 
Opposit ion• in tact as well as i n naae. 

Tbe Oovernmen t has imposed exchange con 
mobilized f oreign aaaeta, establiahad control ot foreign 
extenaively regulates production and di s tribution, and has 
power to mobi l ize labor and oapital. 

the 
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2. The War baa already atteoted the eooial fabric or 
Engl.and. 

{a) In the organization ot provision against bombing it 
1s essential to proVide tor the population as a whole irre-
8peotive ot economic or aooial statue. 

(b) The mobilization ot the economy tor war entails 
control o•er production and consumption wi th i nevitable social 
reperouaaions in the direction ot a levelling ot living standarda. 

(o) I mportant social reforms hn• e been introduced. 

(d) The gravity ot the emergency in June made it neces­
sary to improVise elastic and more democratic meaaurea ot 
m1l1~ry detenae. 

3· The War has plready affected the political rsbric ~r 
Engl.a nd. 

(a) The English experience has vindloatad 
d~moorac~es can be both flexible and adaptable. 
f\lOC aeded in maintaining 1 te democratic terms. 

the claim the.t 
Englr.n~ baa 

(b) The political climate ot England hae already altered. 
The Labor Party and 12le Trade Unions pl a y an i ncreasingly 
prolllinent part in the war ettort, and the maJority ot the 
population now expect the Govern~~nt to make proY1aion tor 
oertaln essential needs. In addition Coloni a l rP-foraa ere 
already taking place. 

(o) l'l•enr, the Englhh people have not nered nolentl.Y 
either to the lett or to the risbt. 

1'· . I ncrea sing C..overnment i n•enention and the blur'Pla 
ot eocial distinctions are inevitable in war. In certain ~ 
etanoea ~ey ha .. helped to initia te desirable eoclal iaprowe­
menta. Whether these changes will be penu.nent partlJ' 4s 
0:1 l3lt duration ot the war, thougb alread$ thaN• ie hope 
e~eotation ot turther democratization and reform. The r 
the war laata, 1he greater the pouibil1 ty ot profound e-omc 
and eoolal ohangee. 

5· Aniatanoe trOID the United Stat ea will help taGelk 
tate the orderly tranai tion trom war t o peaoe, and to that 
extent contribute to the maintenance ot English polltic&L 
and eoonomlo oontlnu\tJ. 

• 
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D ATa December l l , l94o 

A. Before the War. 

1. The Social Pattern 

An examination ot eooial changea in England in the decade 
bet ore the outbreak ot war on September 1939 reYeale no signi­
ficant modifica tion or the previously eXisting pat tern ot social 
rel a tionships. Englo.nd had already in the previous quarter ot 
a century instituted moat ot the eoclal reforms Which the New 
Deal was introducing in the United States. 

The range and extent ot these retorme are partly brought 
out by the thcal cilangea they 1nYol•ed. llbereaa in 1900 only • 
•35 m1ll1ona were spent on all public aocial aer•ice expendi­
ture - - including educat ion, health, housing, unemployment, 
insurance and relief, pensions, etc. -- 1n 1920, the amount 
spent was ~Ol millions, and in 193~ it was L4ol millions. The 
tollow1ng table ehows the percentage increase in total and per 
capita expenditures since 1900. 

~ 

1900 
1910 
1920 
1930 
1931 
193~ 

Proportionate Increases in U. K. Social SerT1oe 
Expend! turee Since 1900 

(1900 : 100) 

oro tal ExPend! ture Per Capita EXpenditure 

lOO 100 
17~ 15~ 

566 ~91 
1,068 81!1! 
1,136 94o 
1, 130 922 

In addi uon, 1n the period e1noe the tirst Great War taxa­
tion has become more ateeply progreaaiYe. 'llhereaa 1n 1913 
•172 m1111ons were collected in taxes on the well - to-do, in 
1925 the amount ao collected was •663 millions and 1n 1935 1t 
was b6S6 millions or almost exactly tour t i mes more than in 

1913. 
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Large-eoale aooial reforms haTe the eff ect or levelling 
up the standard or living by proYiding t he lower income groupe 
with aervioee and benetite which would otherwiee not be avail­
able to them, and to that extent diminish or mitigate economic 
and eocial tnequal i ties. The tendency towarde decreasing 
inequality in England appeara to be corroborated by the change 
in the dietribution or the national income occurring between 
1913 and 1935· In 1935 the percentar. or the national incoae 
going to ~rotit a and rent was only 3 · 5 percent ae compared 
with ~~.9 percent i n 1911, while t hat going to wagee and 
salaries wae 65. 5 percent ae compared with 55. 1 percent in 
1911. 

'tfh1le these data indicate both a vaet inoreaee 1n the 
eoo1al eervioea available to the lower lnco~e groupe and there­
tore i n their welfare and economic eeour1ty and an apparent 
decrease in the inequali ty ot distribution or income, on the 
other side or the balance the rollowing taots must be taken 
into account: -(a) ltany or the aocial aerYioee were on a largely contri­
butory baaia, and too, the expaneion or the eocial eerYicee 
coincided with a heaY7 inoreaee i n indirect taxati on. The • 
yield ot na tional and local taxes f alling on the working claaa 
rose rrom •90 millions i n 1913 to • 338 millions in 1935, and 
their share or the total tax burden wae approximately a third 
at both dates. lll in all there doea not appea r to have been 
a net redietribution or income by taxation or more than about 
~ m1111one in favor or the lower i ncome groupe. Howeve~, 

while before the first World War, the working olaea contributed 
more than the cost or the aervioes or which they were the 
immediate benetic1ariee, in 1935 they not only gained from the 
small redietribution or 1noome 1n their ravor but also r rom 
the raot that the whole co1t ot ge~eral administration was 
being ooured by t he y1elu or direct taxation on the well-to- do. 

Therefore it is ear~ conclude that the changes in the 
tax ayatea had undoubted r ought about an i mprovement i n 
the nlati ve poa1 t1on ot worlting olaea. 

(b) The ahare or w 1 in the national inoome was about 
4o peroen• both in l9ll in 1935· The i ncrease i n the &hare 
or wage a and aalar1 ea ooo1U'I'ing between these two dates waa 

..alaost entirely due to 1blt 1nereaae 1n the ahara or aalariea, 
and b higher bracket a~iea a t that. !he inequallt:r i n 
the distribution or the had not a1gnit1oantly changed. 
At lll8\ib datu 1/10 ot tion got over 4o percent or 
the total inoome, and the latter date 90 percent or 
the we re getti ng under ~50 per ..... 
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The conclusion ic inescapable that while the sovernment 

was pr oviding the people with an increasing and extensive 

number or social aervicee which on the whole contributed to 
the maintenance or social stability, the pattern or ~oc\nty 

in England had undersone no fundamenta l changu, a;1d ~t the 

decade preceding the second World War showed no reveraal or 
thle trend. 

2. The Economic Pattern 

It has been olaimed t hat the raot that the expaneion or 

social aerv1cea i n the l aet thirty or for ty yeare had been 

aocompan1ed by a steadily growing governmental participati on 

in economic lite meant t hat there was a definite oovement 
awaY from capitalist demooraoy and tow&rde socialism. Th1a 

thesis ie untenable. It i a true tb&t many 111Unioipal1t1es own 

and operate public util1tiee, that the government rune the 
Central Electrici ty Board, that it has given subei dies to 

agriculture and shi pbuilding, tha t it hae i ntroduced marke ting 

and rationali~at1on achemee i n certain i ndustries. But i t had 

not sone eo rc.r in this direction as many other count ries. 
Almost all governments t he world over had round themselves 

compelled by the world orieia t o i ntervene i n the prooesaea or 

economic l ite. Governmental i ntervention i n agriculture had 

not gone as t a r a s in the Un i ted St ates. Subsidies to i nduatry 

were being allocated by moat governments, and as t or muni ci pal 

ownership or publlo utilities, this waa a praotice widely 

prevalent on the continent or Europe. Even the railroade, 

owned and operated by many European governments, were privately 

owned and operated i n England. 

The inort aaing governmental p&rtio1pation in the eoonomto 

proceaa in EngliDd aa elsewhere was a reflection or the in­
creasing coaplexl ty or economic lite, and not or a desire to 

bring atou t &n1 baaio obangea in the eoonomio structure. 

Whe ther thl s partioipntion or 1teelr brought about a baeio 
Ohange l rreapeotiVt Of the wiahea and i ntentiOn& Of the gove rn­

.. rt\ 1a a q~~,tat1on on which ther e are d i ver gent opi.niona i n 
ae ~re are here i n the Uni ted Statu. For the period 

the war, at aAJ rata, the view that partic1pa-

doaa not 1n.olYe an i nevi tabl e t rend 
&pJ18U11 -.b SAe 80ft plau~le both t or and t or 

the 'Dalted n•ao•. ~oaae "' 'llolb eeotora 

01 i nllalt ry - and agrtoul~IU'e the t 
4r1nq terot If . Oovernmen 

liU'Ctei~~&ttoa ~~a~~~ prepondera t tngly 
la .... ~ ot ownerehip or 

OODQol, but .t 

\ 

• 
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3· The Poll tical Pattern 

The pattern ot English politica l lite agai n reveala no 
reallY decia1ve changes t or the pre-war period. The party 

structu re i n the laat thi rty years has wttneaeed one IDB.jor 

ohan~e -- the replacement or the Liberal by th~ Labor Par~y 
aa the dolllinant second party. The Labor Party is doctrinally 

eoc1al 1st. But it ia irreooncilably attached to democratic 
processes, abhors all violent and sudden cha nges, except per­

haps t or a small core ot ext remists who are no t among ita meet 

influentia l members, and i t a philosophy and methode correspond 

much more to t hose of the New Deal than to thoee ot radical 

author1ta rian4 and extremist ecoial1am. It hae held ottioe' 

twice, in 192 atld 1n 1929-31, and on neither occas i on did 1t 

~e any abrupt change i n the continuity ot Engli sh politi cal 

and eoonolllic lite . 

I t is a par adox of the English political set-up that a 
nU3ber or spectacular politica l reforms were i ntroduced not 

by the Labor Party bu t by Coalit i on and Conservative govern­
ments . The vote t o women over 30 was first granted by the 

Coalition GOvernment in 1918 and was extended to women over 21 

by the Conserva tive Government i n 1927. The aame Conserva tive • 

Government in t roduced a widow'• pension echeme. Large-scale 

subsidi t&tion or housing tor the low income groups has been a 

teature or the policy of all govem zenta since 191g. 

The La~or Party ia intimately connected With the trade 

union movement. In tact, the trade unions political tie-up 

wi lh the Labor Party is IIUCh closer and more lasting than the 

political a lliances the t rade unions in th1e country have 
entered into. In England the trade unions are tor all practical 

purposes a part, it not the s~id core, ot the Labor Party. 

Ne,.rthelesa, aince the general etr1ke or 1926 the Labor Party 

baa not used the t r ade uniona ae an industrial weapon tor 
pelltical purposes nor have the Trade Un ions used their 1n­

dal trial bargaining power as a political weapon. It i e the 

s-eral i mpreuion - - and it i s another paradoxical fea ture or 

~ English political set-up - - that the Trade Un1one conati-

1illte the conservative ...; . .: _teadying element in the Labor Party 

_."'hat they te~~Per the rad1Gal1am of the lett-wingers. 

The cleavage between the two aaJor parti e• -- the 
IOnaerva tive and Labor parties -- is undoubtedly great. The 

... aervative Party ia tbe party of the upper clall and or a 

.&etant1al portion of the a1ddle cla11. '!'he aull and 

.. indling Liberal Party baa a l argely 1111ddle clasa baae, , 

.aile the Labor Part y recruita 1ta votes trom labor and the 

1ewer a1ddle clau. Howenr, the linea or party voting are 
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not tixed and r1g1d. Part or the middle class TO t e tluotuatee 
and even the working olaea vote la not solidly and invari ably ' 
ror the Labor Party. When 1t ie remembered that 85 percent ot 
gainfully oooup1ed people i n England a re wage ea rners, and 
that a Conservative Government or Coalition Government i n 
which the ConeervatiYaa were the doll1nant party hae held 
o!!lce t or all but two ot the twenty-one yeara between the 
rtrs t and aeoond Ware, it beoomea clear that the attachment 
ot the working class t o the Labor Party is neither unquestlon­
lne nor uncriti cal. Mo reover, the cleavage between the two 
parties ia not such ne to make tor the kind or uncompromi sing 
contl1cte which rend a eooiety apart. I t 1e deep, but 1 t 1a 

not i nsupe r able. The Labor Party until it Joined the Govern­
~ent was "Hie KaJestJ' e Loyal Oppoaition• in tact ae well a e 
1n name. And its partici pati on -- whole-heartedly suppor ted 
by the Trade Union movement -- i n the war et!ort atter 
Chamberlain'& resignation has been lCO percent, which la a 
further i ndioat1on t hat the gult between the two parties 1a 
no t too gr eat to preclude nati onal unity and cooperation t or 
nationa l ende. 

B. Since the War 

War eubJecte t he exieting !a brio ot 1nsti tutions to the 
moat viol ent stresses a nd strains. The magnitude ot the etrort 
involved, the sacrit1oee i nvoked from all eeot1ons Gl the 
population, the readJus tments neoeeeary tor the condtlt ot the 
war, the d1elocattone attendant upon the conclus ion -- euooeaa­
tul or unauooe .. rul -- ot the war, all coabine to lllt\ke war the 
ace~ potent c r eator ot ~stabilit7 -- economic, poli t ical and 
social. I t ie not surprla1ng, therefore, that war ie an 
accelerator ot social change. 
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'the ve ry nature ot the •ar, rather th&n an1 particular 
politi cal or economic philosoph)' haA compelled tt to take 
these measures 1rhlch all the maJor partiea endoree. Since 
the Government ia •aging • ar, and ainoe the war demands the 
subordination oi all economic activi t)' t o ita euocesetul 
prosecution, 1t 18 inevit~ble that tho Government 1ncreao1ngly 
regulates t his economic activit)'. It was to have been expected 
that the procea1 ot 1norea e1ng Government participation and 
regulatlon coincided with the i ntenlitioation ot the war ainoe 
the \nvaeion ot Norway and the Low Oountriea. 

The Battle t or Britain bas carried thia developaent much 
turther. It hna become necenar1 to uterii! provision agains t 
al r-ralda b)' evacuati on or people and the building or eheltera 
to create m'oh1nery t or relief ot air-raid vic t i ms, to i naure ' 
propert1 against loea and destruction b7 bombing, and ~.o 

strengthen the war ettort all along the l i ne . These aeaaurea 
could not be comprehensively undertaken by private enterpri se. 
They bad to be supervised and executed b)' the Government itself. 
W.ny ot them, though exceed1ngl1 coapl1ca ted and having unfore­
seen ram1ticat1ona, had to be i mprov1eed ad hoc. 

Aa l ong ae the Wa r laets the degree or government control 
and partic i pation will become greater r a ther than lese, as 
vi ctor)' will be unattainable wi thout a higher integration and 
coordination ot all phases ot economic ac t ivi t)' by the Govern­
ment, and even at the oonolueion or war the relaxation or con­
t rols will even in the beet possible circumstances have to be 
ver)' gradual. 

(a) I n the organization or provilione against bombing, it 
ia eaeent ial to attempt to provide t or the populati on aa a whole 
irreepectiva or i ncome level or social etatu1. llb.tle auoh 
proY1eion il aa ;yet by no meana complete, the tendency in the 
direction ot equal proviaion t or all in th1a r eapect il difficult 
to re1iat. Thue, raced with the problem or evacuation, the 
Government baa provided tor the aettlement ot all children 
whoae parent• are not in a poaition to handle the problem b7 
themaelvea. The Government not only baa to oflan1ze evacuation, 
it haa to t1nance part ot the coat. Similarl1 with r eapeot to 
ebeltera and rehousing and relief or people who have been bombed 
out, where obviouel)' 1nd1v1dual ertort can cope with onl7 a 
traction ot the problem. In t he coming winte r the Governaent 
•111 have t o undertake aeaaurea to aategua rd the health and 
morale or the in4uetrial population &D4 to prevent epidemioe 
under ••••ntiall;y inadequate and unbealtb)' ehelter oon4itiona, 
and to u.ka arrangeMnh tor tNMJ)Ort to • orlt and tor tee41ng 
and eleeping aoooaod&tion• on the Job. 

• 
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(b) The mobili~ation of the econo=1 f or war entails con­
trol over production and consumption in order: 

(i) to curtail the production -- eave for 
of luxuries and non-essentials i nsofar as they 
with lh e wa r effort. 

export -­
interfere 

(11) to curtail the consumption of luxuries and non­
essentials of all imports which are not vital for the 
proseoution of the war. 

(iii) to curtail the consumption even of essentials to 
the minimum compatible w1 th the mo.1n tenanoe of the popula­
tion on nn adequate living standard, and with the mainten­
ance of morale. This i s achieved by drastic control of 
forei~ trade and by r ationing and p rice control. Insofar 
a s these alma are attained, there ie a definite levell i ng 
down of living stsndards. 

(o) Important social reforms have been introduced, in­
cluding the extension of unemployment insurance to white-collar 
workers earn in~ up to $16SO per annum, more adequa te compensa­
tion to the wounded and inJured, and measures t o give an ade­
quate minimum diet to the majority of the popul ati on. 

(d) The gravity ot the emergency in June made it necessary 
to improvise defense measures of an elastic oharaoter suoh as 
the eetabllehment of the Home Guard or the Local Defense 
Volunteers, where the routinized trad.itions of the Army had to 
be abandoned. If the Local Defense Volunteers continue on the 
same basis as they started on, it might be a severe blow to 
the ari e toora tio composition of the Army leadership. 

3· The War baa already affected t~~ political fabric of 
England. 

(a) The En~llab exper1eoce has v1nd1oated the claim that 
democracies cane 60 tb tleiible and ada table. It te true 

a n ra e mon o war n an was tardy and slow 
to realize the gravity of 1'- a1tua tion. But since Churchill 
became Prime 1!1nieter the reeponse on almost every level, 
political, social, eoonomlo, and milita ry, haa been magnificent. 
Deaoorat1o f orme have been ~ntained - -witness the recent 
4ebata on peace in tbe Hou-..of Commone, witness even the 
tolere.t1011 of mlnori ty pe.r$• - without the loss of speed in 
tbe exec Uon of v1 tal mea•-•· Parliament 1a active legis­
l a tively apa playa a pos1t1,. role as the watchdog of the 
people'• 1ntereat1 and the eenstruotlve or1t1c of the executive . 
Freedom of the press, of speech, and freedom of assem-
bly have all bean preae ot to certain minimal and un-
avoidable reetriotions, oenaorehip of the press to 
prevent the publication mill tary information, and 
caneor~t oo abroad to prevent the 1mpart-
1n.g of .._ !Dforma on of exchange control, etc. 
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The English experience hae a l ao ?indicated the obeaia 
that democracies are not lese capable than diotatorehips 1n 
pro? iding dynamic and insp i ring leadership. 

the 
hae 

(b) In apite ot the maintenance of the continuity ot 
democratic tradition, the politi cal olimate ot England 
already altered. 

( i) The Labor Party ahd Trade Union a are pl ayi ng 
an increaaingly prominent part in the war ettort. The 
Labor Part y haa three represent a t i?sa 1n the inner war 
Oabinet, and two other cabinet aembera besides, while 
the Trade Unions a re represented on all the aajor 
Government committees i n which labor interests are i n­
volved. The groWi ng i n fluence of the Labor Party 1e 
not likely t o be relinqu i shed a t the peace, it anythi ng 
the r e?erse ia true. 

(11) The maJority ot the populati on now expect 
the Government to make prov1a1on tor certain euent1al 
neede. It ie not impossible that this expectation will 
peraist evan under the changed oond1 tiona ot peace. 

( i11.) The BrHiah Colonial Office haa i nitiated 
noteworthy aoo1al i mprovements i n the Oolon1al Empire 
proper. 

(c) With all these changes, the En liah 
nered violent 

e aac s a nor e ommun s a Te een a o 
raeciaa ia too oloaely identified wi th Hltler to be in a posi­
tion to malta any gains, and whi le the OoiiGIUntate have tried to 
exploit disaatiataction wi th ehelter precautions t or thei r own 
partiean pu~r, the Labor Party and Trade Uni ons are eo 
powerfUl aa to re~n the undi?ided loyaltte a of tile onr­
whelaing aaJoritJ o f the working olaaaee. There ia no danger 
at preMtlt of an iaaltlent totalitarian re•olllt1on i n England, 
and onl)' defea t in the War would make auoh a.oonUngenc:r at 
aU 11kel;r. 

Ia~vernment ~ter?ention 
llf l iD .. et &t10D beween the 
whethe&' ey are es1ftllfe " ... na or no•, 
in - e of .. OZ'lAI .... tllalob EnglBJid 

!lae 'et1Mb W1 
-·IAt:tve pod1i1CIIi of ..,-•s.se& .. 0 

impronmen t 
worker -- previously 

populati on -- by 
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tho fi xing of a aun111111m wage for a gricul tur e. Provision has 
been made f or tree milk gr ants t o ~DArginal workers. There 
hlLB been a start w1 th the long overdue reform or t he educa­
Ci onal sys tem (in which h i gh school educa tion ie neither tree 
no r compulsory) , A bettqr di stributive organization has been 
se t up, and an approach has been made to a better and more 
rea sonable diet tor the maJority or the population. The 
evacua tion should lead to an i mprovement in the health standards 
ot oity ch ildren whoee previous oontao t with the countryside 
waa all too brief, if any, while t he new na tional phyeical 
culture movement should cont ribute to the permanent ra i sing 
or the level or health. Finally the breakdown or social 
stra tifica tion, apart from ita repercussions 1n the creat ion 
ot a mere m~aningtul national unity, should expand the spheres 
!ro~ which talent i s drawn; even the Foreign Offi ce, previously 
the exeluaive preserve or the wealthy , le being thrown open to 
admit entry from all sectors or the popula tion. Ur. He rbert 
.orriaon w1u apeaklng tor many Englishmen when he recen tly 
said: "'Ae ~DAY be beginning to shape upon the anvil of war our 
particular British form or cooperative aooiety -- a tree 
P!r tner sni p of freely ac tive groups, i n which there i s not 
room tor mutual attempts at exploitat i on or her sherply dlt!er­
en t levels ot social and economic opportunity.• 

Whether thooe effects will be permanent or not lt is s till 
too eerly to aay; however, the longer the Wa r continues and the 
&rest e r the atrain entailed i n winning the Wnr, the more pain­
ful Will be the succeeding readjustments and the lese easy it 
"ill be to r e turn to the statue quo ante. 

(a) The l onger the War, the greater t he dislocation• in 
the world aa a whole, including the British Empire, and the 
-~re difficul t will be the reeatablish•ent or the old channels 
ot interna tional t rade, on the maintenance or which England il 
ao dependent. The political and economic unse t t l eme nt conse­
Quent upon the War may have other and vaster repercussions 
• hiOh may be an even more serious threa t t o Britain's world 
trade poei t1on. 

(b) The l onger the War, the greater the probability of 
inflation i n England. Inflati on, as the expe rience or Germany 
end other central European countries i n the years after l 91S 
ahowa, tends to decimate the middle olass by undermin\ng its 
economic security end transforming it from perhaps the most to 
the l eas t stable section or society, 
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(o) The l onger the War , t he greate r the economic burden 
and drain on England, the harder the tranai t1on troa a war 
eoono~ t o a peace eoonomy, and the great er the need for main­
t aining mnny of the war-time oontrole, 

(d) The longer the War , the greater the danger of aooi al 
unrest . 

5· Alliatanoe from the Uni ted Statee Wi l l d1m1n11h t he 
ac tual burden borne by England, and will to that extent 
raoi l i tate the orderly transi tion f rom war to peace. Never­
thel eae, i n proportion a s the Br i t11h aell ue part of their 
foreign ane t a, t heir role 1n worlll t rade and the i r inooae 
tro~ abroad wil l decrease eoaewhat . 

• 

, 
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