
!Ill Jr: 
Seoy. 
Knox : 

HM Jr: 

Knox: 

!nl Jr: 

Knox: 

Hll Jr: 

Knox : 

I!M Jr : 

Knox : 

HJ.! Jr: 

Knox: 

ffiJ, Jr: 

Knox: 

• 

Bello. 

Hello, Henry. 

Good morning. 

How are :rou? 

I ' m all right . 
of Saturday. 

January 6, 1941 
10:41 a.m. 

This is in answer to vour call • 

Yes. Well1 I wanted t o talk to you, Henry, because 
I had a talk with Admiral Evans qf the British 
Fleet, who bas some rather urgent needs whi ch I 
have been trying to supply f or certain items which 
be was very much interested in. I t ook the ~eat 
axe on ~ ordnance department and got most of them 
for him. 

Wonderful ! 

And I t ook them to the President and got his okay, 
and I thought you would like to know about them 
before I t old Evans. At leas t , I thought you would 
be interested. 

Yes, I am. 

There is nothing that you need to do, but I just 
wanted you to have it for your information. 

Well, that ' s very courteous of you. Could you 
gi ve me a list of the things? 

Yes. I ' ll give them to you right now. I have them 
right here in the basket somewhere. Just a minute . 
(Pause) Just a second, Henry. 

All r ight. 

I guess we're all looking 
them. Ob, yes , her e they 
the wrong place for them. 

in the wrong place for 
are. I was l ooking in 
He wanted some five-
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Knox: 

" Jr: 

Knox: 

~ Jr: 

ibox: 

~'),' Jr : 

Knox: 

~ Jr: 
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inch, 38 calibre guns with the fire control. We 
haven't any of those 1 and I ' ve got to say no to 
that because we haven't enough to take care of 
our own ships that are in commission. But he 
also wanted some binoculars . Hello? 

Hello . 

And I went to Bausch and Lomb, and put it up to 
theo good and stiff. 

Yes. 

And I found they are only working two shifts, so 
I eot the~ to agree to work three shifts if I 
could get some additional aluminum for them. 
Vlell, I went to Stettinius and got Stettinius 
to talk to those people, and they're going to 
get the extra aluminum. The minute they get 
tha t , they are going to work three shifts, 
and then I am going to suggest to the President 
that we divide them fifty- fifty, so that they 
will get as many as we do hereafter. 

Wonderful! 

And then they want some four- inch guns of a type 
we have on hand. They asked for 150 of them, 
and I find that we have 640 that we were saving 
to arm merchantmen with them, and I have fulfilled 
their full request of 150. 

Grand ! 

And then they wanted some forgings for the flasks 
of torpedo boats - 21- inch and 18- inch - and I 
wormed out of our ordnance department the 
promise to give them 40 from January to May, 
and 365 from June to November, and 640 from 
December to Yay of next year, which I think 
probably will take care of part of their needs 
any way . 

Yes. 

• 
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Mow those art the items and I haven't had a ch~c• 
to see you ainoe I worked this out, and I haven't 
talked to Enne yet, but I am going to aend for 
hia when he o011ea back and tell hill that they can 
have these thinge. 

Well, I appreciate the oourte17. It makes it easier 
for me. 

Knox: All right, Heney. 

Ill! Jr: 

Xnox: 

!Ill Jr: 

Knox: 

!Ill Jr: 

Knox: 

Ill! Jr: 

Knox: 

Hll Jr: 

Now, when are 70u going up to the Capitol? 

Oh, about 1:15 or l:SO. 

Are you going alone, are 70u taking 7our wife with 
7ou, or what? 

Well, I have Bell and aomeother people from the 
Treaeuey. 

I see. Well, I 'll see you up there then. 

And, Frank -

Yea. 

I told Fole7 to show you that legislation. 

Yea, and I think it is a damned well drafted piece 
of work. Simple, straight-forward, anrbody could 
understand it. It does the things we want done, 
and if we can get it through in the form in whioh 
it is drafted, it will be 'ust wonderful. 

Right. Well, thank you ao muoh. Tbia works both 
ways, you know. If we keep each other posted, it 
helps a lot. 
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Knox: Yeah? 

1111 Jr: 

Knox: 

1111 Jr 1 

Knox: 

I s~ keepi.ng each other poated helpa a lot. 

You bet. .111 right, Henry. 

Thank you. 

Goodbye . 
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li.M.Jr: 

Henry L. 
Stilllaon: 

H.'!.Jr: 

S: 

!!.M.Jr: 

S: 

H.M.Jr: 

S: 

January 6, 19111 
10:117 

Hello. 

Hello, Henr;r. 

Good morning. 

I'm aorr7 I haven't been able to be very 
effective at theee d1aouaa1ona about th1a 
bill, but I have been laid up tor a couple 
ot da)'a . 

Well, your people • •••• 

They've been helpful. 

They were here all Sunday afternoon. 

Yea, and they've Just been apaaking to me 
about lt. The one thing that vorrlee me a 
little vas the report that Rayburn vae 
proposing to put it in eo tha t it would go 
to the Foreign Attalra and f oreign Relatione 
Committee on the ground that 1t would have 
eaa1er going ln t hose coul tteea • 

• 
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Well, I'm amazed at that beoauee - ot courae, 
certalnly the rore1sn RtlaUona Coulttae 
it backed againat anything except Iaolationieta 
and the roreign Artaire Oommittta, wblle I'm 
not verT taailiar with many ot the man on the 
Democratic eide, on the Republican aide it 
hat got Hamilton Fieh, Tinkham and ~pparently 
1t a prett:y Ieolat1on1et bunch • . 

Un-huh. 

Now, it it went in at an individual bill 
and want to t he Appropriation• Committee ot 
the Senate, lt would have conaidarably batter 
traveling, I should t b1nk. 

Well, it hasn't been Jelled yet but my boya 
here teem to think that it would have pretty 
good aledd1ng in roreign Attaira. 

Well, how about r oreign Relatione? It baa 
got to go to both. r oreign Relatione would 
debate it all winter. The Appropriation• 
would be pretty good. or courae, tb1e it a 
matter that you know a great deal more about 
than I do .... 

No, I don't ..... 

I'm rather .. azed. 

Wall, let me give you the background on it. 

Yet . 

Ae I gather- thie it a ccnt1dent1al convereat1on 
I underetood that took place between the 
Prea1dent and Sam Rayburn - that he aa1d to 
the Prea1dant at thit time at Speaker he 
wanted at leaet to give the impreaaion that 
tbeee tninge originated on the Blll, and 
the Pree1dent aa1d tine. And at Cabinet 
when I gave him th1e thing ht aald, now, get 
th1t thing to Eaton, Rayburn or MoCcriDaok 
and let them draft it and let them teel that 
the:y 1 re going to do it. 

Yea. 

And we aade no •lliitttione aa tar aa I know 
at to where it ehould go, and I'• under 
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8: 

H.M.Jr: 

S: 

H.M.Jr: 

8: 

R.M. Jr: 
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the impreaaion, and I m&J be wrong, that 
tb1e wae Ba7burn' e idea. 

Well , I beard that too, but I wondered. 
It eeemed •• though - it eeemed to ae ae 
it JOU wer e running it right into the lion'• 
den. 

Vall, vhf don't JOU, it JOU 1•t a obanoe, 
raiee it with the Preeident? 

Well ••••• 

We'll be- we Qeet in Ba7bur n 1 e r oo=, don ' t 
we , todaJ. 

I euppoeed •e aet in the Preeident'e rooa. 

Well, I think t he Preeident'e roo•- that'• 
right. It ie t h e Preeident'e rooa. Well, 
I ' il tali to mr b071. I, tranklJ •••••• 

It I oan get him on the telephone now I 1ll 
epeak to b1m, but I euppoeed be wae ver7 buey. 

Well, I don't know, but ae tar ae I'm concerned 
aJ mind ie open, I mean, I haYe no opini on on 
1t wh1oh ••••• 

Well, I baYe no reaeon except the obaerYati on 
ot an outeider. I know the two .Ooaaitteee. 
I 1Ye been betore both Oo .. itteee - Foreign 
Relatione reoently and Fortign Attaire oon-

· •tantly when I wae here bet ore, but ot oouree 
it bae changed eoaewhat einoe then, but the1'•e 
got their old war horeee in. Both ot thoee 
Coamitteea, Foreign Relatione particularly, 
haYe been packed by the Ieolationiete tor the 
laet twenty yeare. That'• Wb1 I wae eurprieed. 

Well, I'll talk to -r bo7a and tell thea what 
you eaid. 

It'e merely- mind 7ou, I ' • not 
interYene or interrupt at all. 
mr beet Judgment. 

tr,.ing to 
Tllat'a Juet 

Ob, HarTT. Let'•- I eent it o•er to 7ou to 
get the benetlt ot your experience and 7our 

I Regraded Unclassified



S: 

H. M.Jr: 

S: 

!l.M.Jr: 

S: 

H.M.Jr: 

' 

- 4 -

advice because I'd Juet at eoon have it at 
anybody's in tovn - a little more eo. And 
that'• why I tent it over there and I will 
tell Ed Folq, who bat been handling thh t or 
me, Juet what you 've ta1d. 

I think your b07e did a very good Job on it 
and I bad praotioall7 no auggeetione to make. 
They worked over it atterwarde with McCloy 
and eomeone elee in thie ottice • •• •• 

OreenbaWD. 

••• • • and the7 all tell me it it a ver7 good 
Job, but what I 1m thinking ie I don't want 
to ••• the Preaident'a plan turned into a 
Roman holiday to be d1ecueeed all winter by 
the Committee . · 

Well, it can't be; we haven't got time tor 
that. The aituetion it too oritical. 

I know, but thoae damn toole don't know 
whether i t's critical or not, they ' ll go 
ahead aa t hey have before. All rigbt, · tb&t'a 
Juat what I imagine. 

Well , thank you. !bank you t or calling. 
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January 6, 19~1 

lln:ORANDUM 

ro: The Secretary 

FROM : Kr. Young 

Re: Meeting or Colonel Maxwell's Advisory Cocoittee 

Colonel Maxwell had a meeting or his Advisory Committee 
tn1s morning, at which I was represented by Mr. Buokley. 
Several points came up in which I think you will be interested. 
Tl\eae are: 

1. A proposed pr oclamation was presented to the group, the 
ettect ot which would be to elimi.na te the need tor export 
licenses on a1l eX])orts t o Canada exoept arms, ammunition, 
and Mteriel ot war, There vas no sub-commJ.ttee r enort on 
this proclacation, and i t appeared to have been worked out 
b:r Colonel Maxwell and t he State Department . The reasons 
advanced tor wanting i t put into ettect were (1) that it 
would expedite shipment or goods to Canada, and ( 2) that it 
would lessen the detail work in the State Department or 
passing on these applications. It reserved to Colonel 
Maxwell the right to put any particular i tems back under 
the export license procedure it he so desired. 

Neither Mr. Buckley nor I had been apprised or the content 
ot this proclamation prior to the meeting, and he suggested 
in the meeting that there was serious danger at this time 
With rapid changes in t he situation with respect t o critical 
and strategic materials in,baving our large exports or these 
items to Canada not require an applicaticn. With so much or 
Canada' s buying in the United States not ~oming through the 
British Purchasing Commission, there >rould be a rather serious 
danger that substantial shipments of items sorely needed in 
our defense program could be made before t hey would come to 
our a t t enti on through the customs fi gures. And even though 
soma or these would be caught through the comnittees working 
wi th the Defense Commission, there are undoubtedlY many materi­
als Which t hey are not following closely and many items even 
Within categories they do follow closely which would not ooae 
to tteir iamed1ate attention because so aany Canadian orders 
come through Aaerioan branches ot Canadian fi rms and Canadian 
branches or Amer1oan firms . 
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In the couree of the discussions on this point, Mr. Al 8x­
p~der Henderson, Assistant on Export Licensing in the Defense 
Commi esl.on , supported t he view taken by Mr. Buolt l ey, aaying 
tha t he had been i nf ormed of the meeting only a f ew minutes 
bef or e i t began and had never had an opportuni t y to exami ne 
or study t he propo.oed !'reclamation. Re s t a t ed t hat he wa s 
not i n a position to say whether the pr oclamation wae W!ae 
or not but cer t ainl y felt tha t from t he standpoint of hie 
section of the Defense Commission an opportunity ought to 
be given f or careful consideration before any action >rae 
taken. 

After additional b i soussion i n wblch one or two other e 
expressed the view that t her a wer e some aspects of this 
proclama tion which might benefi t trom further s tudy, Colonel 
Haxwell agr eed to hold up any action on the pr oclamation 
unti l Fri day, January 10, at ):00 P. M. , a t ~nich time 
anot ht r meeting will be held. In the mean~nile, I pr opose 
to discuss it with Mr. Henderson, of ·the Defense Comciesion, 
and ehould appreciate your vi eve a s to our a t t1 tude. 

Another proposed procl amation vae presented to the group 
bringinr, copper, brass, bronze, zinc , nickel, and potash 
under export control . A sub-oommi t tee r eport was presented 
1nd1oo.t1ng that e1 ther there was a shortage or danger of a 
shortage in each of t hese mater ials. Since this proposal 
coincides i n most cas es with i deas vhich we have been 
advancing f or s ome time, Mr . Buckley made no ooEment, and 
i t was agreed tha t the proclama tion would be considered 
approved by the CoMm1ttee. Colonel Maxwell Will seek to 
have t he President issue i t as promptly as possible. The 
effective dat e on this proolam~tion ie February ), 1941. 

Col onel Maxwell then nresented t o t he group Genera l Miles, 
Chief of Army Int elli genc e , who had been invited to talk to 
them brief ly about t he war situa tion in vari oaa parts of the 
world. His talk •1as brief and more or lese a r ecapitulation 
of information which is generallY availabl e on the situa tion 
in t he various countries. Of 1ntereet, however, ill the 1'e.ct 
that he prefaced hie remarks With a reference to economic 
~arfare as a func t ion of export cont r ol , sta ting at the same 
ti!!le hi a viev. t hat economic warfare •must run parall el W1 th 
military warfare• . 
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~. Ot interest also aht this time ia a s tatement aade bJ 
Colonel Maxwell at t e opening ot the meeting that tb1a 
wao the •tirat meeting ot the new year and the t1ret 
~eating ot t h1e committee ae a 1polioy 1 oomaittee•. 
1 nave no explanation ot th1a statement, nor am I aware 
tha t the func tion ot the oommit•ee baa changed trom 
•advisory• to 'policy making• This may have been a 
leading s t atement intended t:~ tie in v1 th General M.1lea' 
reference to economic warfare. 
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R.M.Jr: 

Operator: 

John 'II. 
McCormack: 

H.M.Jr: 

McC: 

!! .!!. Jr : 

KcC: 

!l.l!.Jr : 

MoC: 

H. M. Jr: 

McC: 

H.l'.Jr : 

lice: 

H.lt.Jr: 

llcC:. 

• 

Hello. 

January 6, 1941 
10: 55 a.m. 

Congreaaman McCormack calling. 

Hello, Mr. Secretary. 

Hello, Mao. 

How are you today? 

Fine. 

Happy New Year. 

Plenty ot them to you. 

I've a matter I'm very muoh concerned about 
and I want to get to the tource. 

Right. 

Do you know ot any propoaal to change Joe 
McGrath in Boston? 

Neve t o me. 

Well , I'm glad to hear that beoauee I'm -
that plea••• me very auoh beoauee I'd reel 
very dieappo1nted beoauee be'e been a great 
Democrat, h11 breakdown wa1 due t o the work 
he did tor the Party, and be '• coming back. 

Hewe to me. 

94 

Well, I'm glad to hear it becaute Bill Burke 
the chairman ot the Democratic State Committee 
Ju•t called me up and told me that tome 
tellow by the name ot Matthew• had called him 
up at the requeat ot Ed Flynn to tind out 
it he'd 0. 1. the appointment ot a fellow 
by the name or Brennan t o euooeed Joe McGrath. 
Vall, ot courte I couldn't believe it becauae 
eomewbere along the line I think I'd hear or 
it. 

t 

./ 
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Sure. You know I'd call you. 

Sure , but th1e tellow Brennan, to give you an 
example - Brennan, while I like him personally, 
my God, he vas a delegate t o the Convention 
at Ch1oago and he waen't t or Farley- he voted 
tor Farley - he wae againet the President. 
The t' s worse than be1 ng t or eomebody. You and 
I oould be tor somebody without being againat 
the other tellow. Unfortunately, we might like 
to be tor both, but we have to make a choice, 
but thia tellow wae againet the Preaident. 

Well, I'l~ be damned. 

And he waa out talking t o the ?reaa, be waa 
making atatemente, he waa daaning everybody 
wbo vae with the President and or course you 
know tbe situation out there. I wae the one 
that bad to t1gbt Waleb and tbe whole gang. 

I know. You did a wonderful Job. 

Well, thanke, Mr. Secretary, but I mean the 
boye looked to me and I wae the one that 
wouldn't be atraid or him, you know, trom a 
political angle. I knew that they wouldn 't 
dare undertake to go into mY Diatrict to 
punish me beoauee they'd only hurt themeelvee. 
And they know that I wouldn't let the• do it 
without righting, but th1a tallow was vociteroua. 
Well, I ' m glad to hea.r tha t becauee you'd know. 

Well, I atill think I'm Secretary or the 
Treaeury and I haven't heard anything about 
1t. 

Well, all right. Now, we can t orget th1a 
talk beoauae apparently - becauee we want to 
nip it in the bud- that's enough tor me, but 
I wae very muoh concerned because it it wae , 
why I think it would be wrong to change 
McGrath, but certainly it there wae, it would 
be absolutely unwiee and wrong t o appoint 
th1e other tell ow - not that 1 1 ve got anything 
againet him personally, but politically, vby 
I have. 

Rlgbt. Well, thanks eo much. I hope to eee 
you soon. 

... 
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Vell , thank you, Mr. Secretar y an4 anytlse 
you b&Ye anything up here, While I'• not 
on Waye and Keane , I etlll b&Ye &7 love t or 
that CollliU t tee. 

Well , I'll be needing your hel p. 

Well , you can always count ori that - I aay 
that becauae ot the r eepeot. 

!hank you so ~ucb. 

Ooo4-bye, ¥.r. Secretary. 

t I 
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F..M.Jr : 

Opero.tor : 

R.M.Jr: 

Harold 
S:oi t h: 

H. I!.Jr: 

s: 

R. M.Jr : 

S: 

H.!!.Jr: 

S: 

H.M.Jr: 

S: 

Hello. 

Director S111ith. 

Januarr 6 , 1941 
12 :06 p.m. 

Hello. Henry Morgenthau. 

lea. 

Harold, I eee on t he ticker t ha t you're 
eeeing t he President at 3: 15. Do you t hink 
you could put on hie deek t hat Executive 
Order t hat I'm eo much i ntereeted i n? 

- Well, I taU.ed t o hie about t hat, I t hink 1t 
waa Friday or Saturday, i n relation t o t hia 
ot her detenae order which he ie trying to 
untangle and he aaid he didn't want to do 
anything about it until he got the other 
thing eat up. 

97 ./ 

Well, couldn 1 t ·he do the t~o together? 

Well, I don't knov whether he oould or not. 
I think they've both go t to be etudied and we 
don 1 t know how the other thing 11 _going to 
come out. He'• talked to Hil lman and ~nudaen 
todar and he haa reterred eome thinga to the 
Seoretariee ot War and Navy, and that haa got 
t o be un tangled, I'm very aure ot that, or the 
whole thing ia likely t o be in a 11111. Now, he 
eaid he'd like to put it ott t or about a week. 

Vall , I want to tell you what I'm going to 
tell hi• - I think I'm eating h111 toaorrow -
eo I want to laJ my oarde • .. •. 

Yeah. 

Now Martin Diet hal got onto th1a tranater 
ot thia Rueaian money. I don't know how 
he hal dona it and I don't know when he'e 
going to get onto thie whole thing and blow 
it, that va'ra not controlling thie buaineee, 
JOU eee. Hello? 

Yaah. 
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And I'd hate like bell to have Martin Diea 
force our banda and then have the President 
freeze the thing becauae Diu made him do it. 

Yeah. 

Mow 1t'e all there. At f ar as I know Mr. Hull 
is satisfied and Sumner Wellea is satisf ied 
and I Juat don't want the President to be i n 
a position - I don't think he's very crazy 
about Martin Dies - to have him criticize 
the Administration for not controlling these 
foreign funds and t heir uee. Now he's on it, 
he's out, he's gotten hold or t he Rueeian 
thing, and I'm going to tell him that. I 
t h ink I'm aeelng him tomorrow. Now as far as 
I know - I got the l mpreseion from him that 
he liked the set-up. 

Yeah. Well, now, I can tell you that normally 
you see when a thing like that would come in 
Bailey would eend it around to the interested 
departments for their react i on. 

Yeah. 

We have thought t hat that ot her thing ie eo 
bot . •••• 

Which one? 

The defense or der - in perhaps relation to 
this that I told Belley to hold up sending 
it out because I think eventually we 'll 
have to aend it out per haps. But at any rate 
before we do, I think we ought to clear it 
fairly car efully with the Preeident or - I 
don't know they've go t thie Whole Defense 
thing so c~mpletely stirred up that I don't 
know what else might be brought into the 
picture , and I ' m Just playing a cautious game 
with your order so t ar a e any rormal clearance 
i e concerned. 

Well , I Just - I mean, I d i dn 't want you to 
reel I wae going - but I am eeelng him tomorrow 
and I'm going to bring th11 thing or Martin 
Diea ' to hie attenti on. 
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All r1gbt. 

An4 I do teel 
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And all I can tell 701.1 1e tba t I' n alrea4t 
brought 1t to h1• attent1on. 

ratr enough. 

Yeah. 

Tbank you. 

All r1ght. 
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J.r thur 
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~ . ! ' . Jr: 

Hello. 

January 6, 1941 
12:16 p.m. 

Hello. Goo~ morning, Henry. 

Hello,. Arthur. 
ba£1e, I see l n 
General Dowding 

On our usual man- t o- man 
the mor ning Poet that 

Oh, yes. I was going to ring you about lt 
thl& morning. I hesitated to worry you about 
1t. He ' e co~ing here a nd ie ver:r anxious to 
Qtet YO'J . 

Yeah, but I ~ean it'a all in the papers, 
bu t nobody asked me, ea i d ehe. 

(Laughs). No. Well, I'm the one t o blame 
or. that. I was going t o aek you whether you 
could ree~ive him. I Just relt diffident 
about asking you while th1e other bi gger 
t hing wae on the scene. That's ell . 
He 'e com.lng here - he ' e her e available at 
any hour or this afternoon or tomorrow, 
whenever you 11ke. 

I & he i n Washington? 

He will be here. He wae to be here about -
arrive about t h.le time. They warned me laet 
night that he will be arriving about thle 
t~e a nd I said I would get in t ouch with 
yo~ t oday, but t hat I did reel t hat -~th t hle 
legislation in the orting it might be di f ficult 
tor you. 

Well , l et' e make lt tenta t tve t or 11:00 
tomorrow. 

11:00 tomorrow. 

Tentat1 ve . 

That wil l be simply grand. 

It :rou could call t omorr o•• - have someone call 
Y.c~sy ar.c Just check, you eee . 

• 
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H.M.Jr: 

P: 

!I.!!.Jr: 

? : 

H. V. .Jr: 

- 2 -

Yea, I will. 

Have somebody call around 10:00 o 'clock. 

Exoellent. 

Will you bring him? 

Yea, yee. Thank you very much. Mar I 
bring him in and then may I do eomething 
elee'l Would it be pouible a little later 
t oday - we ' ve been talking over certain 
things that are worrying ue a bout this 
legislation - woule it be poaeible r or me 
to bring over a little memorandum this after­
noon acme time or poi nte t hat are sort or 
worrying ue? 

Well , . ... . 

· Or I could even eend 1t over, but I thought 
there were one or two that might be worth a 
word with you. I would be a relatively short 
memo , but • • •. • 

Supposing you come at 4:)0 and go to Mrs. 
notz I 8 Office . 

lee . 

And 1 1 11 be ready 

Thank you eo much; 

4 : )0. 

Splendid. Thank you vary much, Henry. 

Right. 
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TREASURY DEPARTMENT 

INTER.OP'1"1CE COMMUNICATION CONFIDENTIAL 

DATI January 6, 1941 

TO 

SubJect: 

Becreta~enthau 

Wr. Ha~-· 
The Bui1neee Situation, 
Week ending January 4, 1941. 

Summary 

(1) Pr eliminary data ot the Federal Reserve Board indi­
cate an FRB index ot 136 in December, an increase ot 3 pointe 
over the November f i gure, and 10 pointe over December 1939 . 
This wil l make the average tor the year 122, against 108 1n 
1'1}9 end the previous record ot 113 in 1937. 

(2) Bas i c commodity prices rose somewhat further las t 
week, particularly in the toodatutte group. Subatantlal ad­
vances occurred ln lard, cottonseed oil and t allow, attri buted 
1n trade report& largely to heavy buying or tate by Ruaala and 
Japan. On the other hand, prices of butt er, cocoa, and wool 
showed noticeable de,clinee. 

(3) The recent sharp riae in building coste baa increaeed 
the coat ot bu1ldl.ng a standard 6-room hous e by 13 per cent, 
according to comp1lat1one tor the St. Louie area by the Real 
Estate Analyst. While lumber coste levelled out in December, 
l abor coste continued t o advance. 

(4) Export freight is again accumulating at New York, 
due to increased receipts wi thout a oorreeponding riae in ex­
oorts. Our total export• ot domestic mer ohandiee, now domi­
n• ted by war materials, showed about a normal seasonal decline 
1n November, 

(51 New order s tor steel have held up unusually well dur-
1ns the holiday season. u. s. Steel orders i n the Christmas 
week remalned above capacity though declining to 110 per oent 
from lUg in the nrevioue week. Steel companies have already 
found l t necesaary to allocate some typee or steel, giving 
~rlorlty to defense usee. 

- - - - -
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FRB i ndex reaches ne~ high in December 

Preliminar y data of the Federal Reseave Board i ndicate 
E further riSe in the F'RB index to 136 i n December, a Ugu.re 
hieher than moot expectations. ThiS r epresents a 3- ooint 
~rl n over Nnvember and i s 10 points above December 1939 . The 
sharP ~;a ins of the oest several months have brought the aver­
p~e FIIB index in 194o to 122, which comparee wi t h lOll in 1939 
rnd wHh the previous record figure of 113 in 1937. 

The r i se in business acti vity is bringing not eworthy 
, 1 ins in employment. Total non-egrioul turel empl oyment in 
November increased by nearly 4o~~O workers, a strong contrast 
to the norm~l decline or ebout qoo, OQO in that oonth. The 
.pin over the low of the yetll' r eached in February amounts to 
iiesrlY 1,900,000 • orkers , the ma jor porti on of t he increased 
~lor-ent being in manufac t uring industries. 

The potential &X9ansion in consumer demand resul t ing from 

1.03 

·ne increased employment and payrolle must be an im!)ortant con­
siderction in plans fo r capacity exnansion or vari ous indus tries, 
it a bidding up of oonaumE'r- goods pri ces i e to be avoided. The 
scope or the i ncrease in buying which has a lready occurred is 
lndio~ ted by data on retai l sales , in dollar values, for the 
' lrst 11 months of 194o. While non- agricultura l employment i n 
that peri od i ncreased 3.1 per oent over the previous year, sales 
by department otoree increased 5 per cent and sales of semi-luxury 
goode showed an even grepter rise. Motor vehicle dealers, for 
eXP~ple,reoort a gai n of 22 per cent . household appliance 
dealer s, 13 per cent, and jewelry stores, 13 per oent. 

Basic commodity prices rise fur ther 

Indica tions of a renewed riee in basio commodity prices , 
partlculerly f oodstuffs, became somewhat more no t iceable last 
.-eelt. (S•e \:hart 1 .) The price index of 12 foodstuffs agaln 
re~ched a new high since last J.1aY, while among the 16 indus­
tr16l mat,.r iala only one (wool) declined . In the futures ms.r­
ke te at the close of the week hides , wheat, la.rd, cottonseed 
!?.!! ~nd coff ee showed outstanding streilgtll." --

The decline i n wool nrices r eflects in part an increasing 
vol~~e or 1mnorts or-sQUth African wools, which are meeting a 
good demand. The faot that de tense needs for the present 
~1£ cal year have already been largely covered has tended to 
discourage further Ppeoulati ve buying. 

• I 
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steel scrao continues to advance. The ri se in flaxseed 
, rices retle~oth an i ncreased demand for oaint materials 
~nO. unfrvorable crop reports from Argentina, t~1th t he scarcity 
or sh1pn1n~ snace from that country a oontin~~~g bullish 
influence. 

Among t he foodstuffs, notable advances were r ecorded for 
tallo>~ lnrd , and cot t onseed oil. Ta llow prices have been 
8t1:eii'!rthened by reduced supplies and high prices of imported 
tnts end oila used in making soap. Tr ade report s att ribute 
tr.e recent strong cw.r!ret for varioua f a t s and oils i n large 
,art to heavy buying of coconut oil and lnrd by Russia and 
Jn,an , 1c,l1edly f or trans- shipment to Gercany . Russia is 
re?Orted to have acqui red large ouantities or lard recently, 
n~esu:.mbly by taking deli very of January f utures at Chicago, 
vnl.le Ja1?811 is reported to have taken about 500 tons of l ard 
contracted for in December. In addition , t rade r eports i ndi ­
cate that Ruaaia has bought coconut oil heavily on t he Pacifi c 
c~nst . 

Butter orices again dropped shar ply under heavy reoeiota . 
Cocoa nrices co~tinued the decline or t he orevious t~eek on in­
~sed socculative liquidation, reflecting in oart a feeling 
thr.t some nrranrsement may be made by t his oountry t o relieve 
sh1,?1n~ shor tages by taking over Briti sh trade rout es . 

A rtoe 1n co»oer prices i s expected shortlY i n trade 
circles, owing t o increP.sing tightness in domest ic co,!)per 
E\l')>lles . Only one pr oducer i s reported to ho.ve any copye.r 
P.v~ ll~ble f or prom,!)t sh1plllent. 

Reatdenttal construction costs 13 oer cent above July 

Estt.nted costs of construction f or n ntcndnrd 6-room 
!r~~~ house in t he St. Louis distric t , co~oiled each ~onth 
by t.,e Reel Estate Analyst, show an inore~ ee of 13 per cent 
•~nee July. The i temized increases tor ma terio.ls, labor, 
lin~ ~;eneral costs are sho>m in Chart 2. 

104. 

It Wlll be noted tha t t he l argest oeroentage increase 
hnc been in t he cost or fini shed end unf i nished lumber. Lum­
b~r costs , however , level led out bet ween Novem~er and December. 
(It Ctly be mentioned t hat t he BLS figures on l wnber prices 
.sho•:ed n levelling out during t he three >leeks ended December 14 , 
out 1n t he last two weeks of December a f urt her rise has carried 
thee t'.:·Atn to ne1·1 hi ghs.) The cost of heating and plumbi ng mn­
t@rlals in December shows a decline to below t he cost in July, 
fol' ,.~.1ch t he Real Estate Ana l yst gives no explanati on • 
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~ht t~tfteet adv~ncea during the 
costs . ~ nd ~eneral col'te have shown a 
r •cti , na of chart . l 

J)At' t month were l n l a!:>c;· 
further r i s e . (Lower 

Ordin~rily, ~n i ncrease of 1) p er cent i n r esidential 
~ ll(. l n co s t~ wl thin s uch a short period m~bht seriously r e ­
·uce the volumn of new home cone ~ruction. The oons t r uct1on of 
~.~ nour inL Cor workers on defanse project s, howeve r, seems 
l t"• l : to offAet any drop i n private re s idential building dur­
In 13lL The dallY average F. W Dodge reBldentlal awards 
fo~ th~ f lrs t lu>lf of December (which i nclude s ome military 
•nd de tense cone t ruotlon) were 51 p er cent hi!Sher than in t h e 
• ~e ~~~ c ;ear ear~ier, a s ~omnared with a bain of 31 per 
cent in ilovecber and 21 per cent i n October. 

Steel co~nanies alloo&tinb order s 

St eel ceker s have al r ead;· found 11. neoesear;· to al locate 
!c :e t yoeo of s t e 1, a ocord.l.r.t; to trade r eJ)?rta , t;i ving pr1or­
~t: to orders fo r de fense ouroos es. The delivery s i tuation for 
J o" atPel nroducts is becoming unusuelly tibht , particularly 
·or the her vier pla t es . In c" ns eo.uenoe, s ome consumer s of 
oletor hr ve round thems elves unable to secur e de l ivc. r y • ith in 
PB much LI B 20 wet>kB, unles s the m8ter lal 1B needed f o r defense 
usee. 

Ne11 order s for s t eel have held up ununuQ.lly well durlng 
ti'e hol1dt>)l acuon. U. S. Steel order s ln t he Chr18t mas v.:eek 
C>~ttlnue4 e.bove oepaci ty , the r eported tonnl4!e equelling 
110 rrr cent of oapac1 ty , ee compa r ed with a high fi&u re of 
1~ oer cent in the or evioue 1\'eek. Operations of the steel 
industry will reach a new high at 97. 2 per cent of cepacity 
• o~ the current week , vhi ch compares wi t h last we~k • s r ate of 
• 0 . . oer cent . 

T~ ae ure a large supnl y ot i ron ore next s pr l ng , the 
_in1n of iron or e wil~ be con t inued during the wl r.ter in 
~·r~er volume than usual. Or e ves els are bein~ put i nto 
C' nditlon durlnb t he wi nter months , end there i s a possibil ­
ity that some additional boats may be ou t i n ser vice. 

Expor t freight a ccumul ati nE at New Yor k 

The volume of l i ghterage f r eight ln stor abe a nd on hand 
: or unl ondln,· in New Yor k ha rbor at the end or Dec ember 
;-e' cned a new h i gh f or the period covered by our r eports. 
,see Chart ;; . ) Ther e 1B no shortage of' sto1•age spac e, how­
ever, s ince th e reoorted f l f!,ures for Deoeruber 31 show only 
< ,l~3 carlord un i ts in u s e out of a total of 20 , 025 units , 
ln~ludin& cuve r ed pier s, open pi er s, a nd gr ound atorase . 

• 
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Tile nooUllule.tion at Nett York results t:>'>m a recent incr ense 
10 recei ?t e ot treight tor export (see 0~~~~, while t he vol -
ILlB ec tuallY ex!)orted has remained at a- t lotrer level. 
(See Cilnrt 5. l 

1·/nr mat erials dominate November e=ort trade 

'.lar ~:~aterial i ndustries cont inued to receive strong stimu­
lus rrom export business during November, whi le agricultural 
e~orts l agged tar below year-earlier levels. Total e=orts ot 
United St a tes merchAndise i n November declined 4 per cent from 
the nrevious mont h, or about t he usual seasonal amount reducing 
the oonthlY t ot a l to $321,000,000 a s compared Wi t h $336,000,000 
in October. 

Re~ erence to Chart 6 ~111 di sclose t hat the or1nc1~al de­
el~.:n occurred in Shlp.nents of aircraft, iron and steel, copper, 
i ron nnd steel scrao, cot ton and cor n , while automobiles and ma­
c::inery showed t hs most conspicuous gains. Desoi te the declines 
in aircraft and metal shipments, a group ot 6 war material i t ems 
consisting ot machine tools , a i rcraft, heavy iron and steel, 
non-ferrous me t als, f i rearms , and mo t or trucks aooounted t or 
no l eeo t han 40 per cent of total expor ts dur ing t he month. 

'!'he gai n in aut omobile exports trne due principally to in­
creased ship1nents of motor t rucks, tlhile a moderllte increase in 
eltports or metal- worldng and ot her types of industrial oachin­
ery carried aggrega t e m~tchlnery exports to the previous peak 
t1b~·e r eached last Ayrll. The decline in export s o f iron and 
~ t eel scrap to t he lowest levels slnoe Janu~try 1937 ref l ected 
the eobnrgo mensures put into ettect in mi d-October, .:bile the 
51 ' Pr oent drop i n copper e~ports >:a s due t o a sharp decline in 
s~~~ents to J apan. The value ot aircraft exoorts in November 
>:as 15 per cent beloft t he nrevious mont h and 29 per oent below 
t :le r ecord high of last Aui:;ust. 

Since the seasona l oeak i n agricultural e~orts is normally 
~enched i n October, ~ decline i n t his gr ouP was to be expected . 
f. wever ' in contrast to tile decline or 20 per cent from t he pr~­
vl ouo ~onth , the reduction f r om November 1939 levels was no lese 
th~n 5S per oent . The severe droo in ngrioultural exnorts re­
duced t hece i t ems to only g per oent of the total, as comoared 
•::1 th 22 oer cent i n t he corresoonding month in 1939 . Cotton 
e:n or ts nmounted to less t han fls ,ooo,ooo, a figure $23 , 000,000 
b~lo\~ t ht>.t ot r:ovember 1939 . Although eJroorta or cotton t o 
tfl~ Soviet Union declined sooel~hat from t he previous month, 
t nls country took about one-t hi rd ot t he tot al . 
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New orders show holidar downturn 

our index ot new ordera ror the laat week ot Daoaaber 
showed a sharp decline due to the Chriatmaa hol1daz. (See 
Chart 7.) Previoua experience augguta that thU or the 
rolloii1ng week should mark the eeaaonal low in the new or­
ders index. In the New York wholesale markets , according 
to press reports, retailers are arriving i n record numbers 
to begin o.otive purchasing of spring merohand1Be, with ini­
tial buying budgetl Gtlpped up 7 per cent or more over a 
1•ear ago. 

Weekly bueineaa indexea 

J)Ue to t he uaua1 d1t!iculty ot making accurate allowances 
for holiday i nfluences, the COI!IpOnenta ot the Mew York 'l'iaee 
index ot busines s acti v1 t y during the weelt ended December 28 
sho•ed wide tluo tuati ona. However, deolinee more than ottaet 
gains , and aa a result the combined index dropped to 1111-.2 
trolll 115.6 (rev1aed) i n the previ oua week. 

The princi pal taotora in the deoline were aubetantialll 
greater than eea8onal decrease8 in electric power production 
and cotton mill aotivitr. However, i t ahould be no t ed that 
in both caee8 the adJu8ted indexee had reached very high 
levels , o.nd 8ome reaction in the index ot cotton mill activity 
was particularlr likelr in view of the sharp rise that had oc­
curred in the previoue week. '!'be adJus ted index ot auto1110b1le 
production also declined eharplr, while a s maller drop occurred 
in tbe index ot ateel i ngot producti on. On tha other h&n~ . a 
sharp rise occurred in the index of lumber production and more 
IIOderate gaina were ~~ada br the freight oarload1nga 1ndexee. 

Barron•e index ot buaineae activitr during the week ended 
Dece•be~: 28 oontirmed the trend of the 'l'imea index and dropped 
to 125.~ from 126 . 11- 1n the previoua week. 

Prel1m1narr data tor the week ended Januarr II- r eveal a 
recoYery in s teel operations which br ought the operating 
rate nearly to pre- holidar levela. However, automobile produc­
tion ehowed a fllrther decline, which carried output 5, 000 
~nita below the previoue week and 11,000 unite be low the cor-
responding week ot the previoue year. · 

I 
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!:~1~ ~anks in Shanf~a1, 1nclud1n~ A~e~icer., ~~d 

~~i:~~ ~:~~es:E ~~ ~neral,sre re1t~ret1n; ~~r~r.~ly 

S l ... ~!.· .. -

~s: ·~!~~\ors ao~d be null1t1ed by such act~cn p~e~ eo 

(C. s . :·--~e~cy) s~ould be surr1c1ent ro~ t~: -~:~EP ~or 

·-at:~!~~~~ at least unde~ -~esent co~~:1~=e ~~ 
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co~m~ ... -' o I 

it i s not ltLely t hat e~culators v1ll attempt raids 

once t hey realize t here is e povertul control. This 

~ericsn o~er i s ot t he opinion also that t he reason 

. ·-

tor tile ceevy draina 1n the peat on exchange reserves vee 

that support vas 'being maintained at too high a r ete, 

vhich at one time a&J heve been done on ourpoee to ellov 

certain oersons to ge t their money out, but that t here i s 

no need t or repeating errors made i n the nest. Feoi 

enjoys sti ll e very gree t ~estige, according to an 

emohatio s t ptement made by t h1a banker . Bes ides, it i s 

u i d -.,rein and egaln, t hat in 1r01te of the 'beleaguered 

position in vh1ch Shanghel i e in some resoecta, t hat 

city cont i nues t o be t he !1nenciel center ot Chine.. It 

is ~rophesied t hat t here ~~11 be e sharD retlection in 

ti:e areas contr olled bf t i::e Ch1r.e se ot en,y disaster t o 

the Chinese natio:lel :u."Tency in Shanghai. For t his 

reason no consider~tion should be given, exoeot as e. lec t 

rPPort, t o any ~bendon1e:1t of the oosition in Shanghai, 

esoeciell y es atter t~e cos~ilities the concentration a t 

Sr~ghei ot cani~el inves~ent 1n i ndustrial plants and 

other~ise must be used as a source tor rehabilitation. 

•roandonaent of tile ooeit1on in Shnlgha.i could eerve no 

use!ul ournose e i ther to the American nos1tion or t o 

Chinese alme and it would aseiet J enanese aims to destroy 

loyal 
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loyal Chinese position and Ameri can interests 1n Shanghai. 

The view vas exoreesed by another American banker that 

the American tund (?) tor stabilization should be used 

t o keep trade open and on a working baa1s and later on, 

1t neoeaeary, to ae t up an allotment or licensing system 

at a negged or ottic1al rate tor epeoi t1c necessary 1aporta 

and to oerm1t t he existence at levels under t hose r ates of 

a black market . 

• 
" 

tl7 
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TREASURY DEPARTMENT 

IN T I!R.()FFIC I! CONNU N ICAT10N 

oAn January 6 , 19~ 

Secre t ory ~rgenthau 
TO /~ 

ntG" ~II'. Ha~-
For t he w( ek ended Decemb er 25 , 1940 , 'oor k Project s Afua1n1e­

t r-t1on e:~ploy:~~ent 1noreased 6 , 000 t o 1 ,875 ,000 persons. \'lh1l e 
t !US rvure 1B 5S, OOO above emp l oyment during the final week or 
~ov!:nber, 1t 1e 274 ,000 bel ow the f igure for the comparabl e week 

or 1939 · 

Attao~.menta 

Regraded Unclassified



1ll)R1; !'ROJ3C"ZS 1 "11Mil S'l'RUI OH 
Number of Vor!tM-& bpl.o!ed - llonthll' 

United sut .. 

tl9 

Humber of Vor kere 

19>S 
JulY 
August 
sept ember 
october 
No ..ember 
December 

1939 
Janll&rJ 
Febrllar)' 
llaroh 
April 
lla1 
June 
Ju.l:r 
August 
Sept ember 
OCtober 
!IOTeaber 
December 

l9llo 
Janllar)' 
Febr uar)' 
Karch 
April 
1141 
oTune 
l ul)' 
Auguet 
Septuber 
October 
llonlllber 
Deoeaber 

Source: Vor k ProJects M111ntan.Uon 

( I n t houeande) 
},053 
3 ,171 
3 ,22!1 
3,346 
3,2SJ 
3 .~ 

2,986 
3,011-3 
2 ,9SO 
2, 751 
2,600 
2,551 
2,200 
1,842 
1,790 
1 ,902 
2 ,0~ 
2,152 

2,266 
2 ,3~ 
2,2U 
2,092 
1,926 
1 ,665 
1 ,101. 
1. , 691 
1,7011-
1,779 
1,820 
1 ,S7S 

l!onthlr t 1gu:re• are weeklJ' f~• for tba 1ateat 
veelt of the 110nt h. 

The:r lnolude oert1f1ed aDCl aoooert1f1ed w r ltere. 

Regraded Unclassified



J'alJ 3 
~~ 10 

~~ 
J'alJ 31 

.a.apat 7 
Augult 1~ 
Uj;ult 2l 
~·t 2S 

Septeaber ~ 
Septeaber ll 
Septuber lS 
Septuber 25 

Oetober 2 
Oetober9 
Oetober 16 
Oetober 23 
Oetober }0 

lonaber 6 
liDYnber 13 
lo••ber 20 
lonaber 27 

December ~ 
Deceaber ll 
Dece~~ber 18 
Deoellber 25 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OFFlCE COMMUNICATION 

OAT11 JUDJaZT 6, lglU, 

CON?IDEN·f~~\ L 

3o{lotored ottrlt.Ac ,.....,oactiono of tb8 reportt.Ac \>o.Dico wro aa fol1ovo1 

Sol4 to co-ereial concerno " 09,000 
J'Qrebaaocl. froa ,_rcial eonco1'1lo lo 115,000 

!bo Je4aral ll .. ano llo.Dic of liew Torte oolcl. 1.776 in roshterocl. oterlt.Ac to a 

:.:.r;.~rt""' \>aok. 

1~ •be opu Mrtcet, otorlt.Ac •-•noel. at . , OJ-3/ .. util lata l.n tb8 dq. It 
doted at \c, C1J-lf2. ~anooDUona of t he reporUns 1laDta wro ao fol1ovo1 

Sol4 to co-reial concern• I. 6, 000 
J'Qre.baoocl. froa co-rclal concern• 1.1 .. , 000 

11 tor tbe other CIUTODC1oo, tb8ro waa a olic:ht wal<on1J16 of tlw Caoacl.iao 
>llar if11Dt &Uon, ..tll.lo tho Cubao pooo contlDUcl. to iJipro... . Cloa1J16 qiU>tationo 

Oaoacl.iao dollar 
Swioo r......o 
Swcl.loh Jaoona 
llo1~ 
1:.1ra 
J.rpntl.no pooo ( froo) 
J raalll.no aUreh (troo) 
Xuicaa pooo 
Cubao pooo 
Chl.nHo JUD 

14-1/~ cl.loeount 
. 2321 
. 2365 
. li005 
. 0505 
, 2J6o 

:~ 
IS-1/lGf. dlaco=t 
. O'j-5/S 

Yo ooU $997 ,000 1.n sol4 t o tho contralllo.Dic of tlw u~ llopu\>Uc, to 'bo 

aMed to 1 to aaraartcocl. accoant. 

!be locl.oral lloiiM'I llo.Dic of Jrn Torte reportocl. that tho llo.Dic of Caud& olliJIPOcl. 
$5,297,000 l.n cole!. troa Canocl.a to tlw :r.c!.eral for ..:oout of t ho Oo.,..._,., of 

Ctoa4a, tor aolo to tb8 llrn Torlt uoq Offioo. 
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Jo pl4 or t11Yor prtc .. wre recet.-.4 hoa :a.)q toclq, 

Ia LodoD, \bl prlCII fiu4 for 8p0t 9114 f '- - ltlftr Wft botll. ............ , 

•• ZJ-J/14 on4 2}-5/164 rtoptCU.,..17, !lie 4.olt.r oC(IIlftl•h Wft 112. 11111 9114 112.331• 

Jtu41 on4 J~An&l>'• oetU•ent pri ce for forelp ollnr ... -clup4 -* 3'-3r-t• 
ItA,....,.,.,, }71U'<'b& .. price for forelp oll.,..r ... alto nnah•np4 at 351• 

y
1 
_. tln JII!."Obaall of ollYer totaliac n5,000 -•• 9114er tbe Sllwr Pvc11aH 

"''' ot tblo MOWit, 300,000 cnanaoo r"JJft•-te4 a oale hoa lawntolf7, NUl tll.e -..d­
IIC 475,000 OWIOII coulote4 of ..., pro4ocUoa hoa forelp -trtoo, for fo.-..l 

!.tlh t !'f• 
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TREASURY DEPARniENT 

~tarY llorpDtl!Ml .. 
- 11::. ~>ChraA 

INftR OP1'1CK cc-•niii..,._:AA',._. 

124 

- ·~ 6, l9lll. 

:;l;t J'e.!.tn.l :au ... n Balik td lJew Tad:: ~ta4 \o u U.. ~ti-e oa U.. 

.,.~t ol&t - zt\ 1a ~S.. -· a.ta~ with 1M kUo-.1 Clq l!alllt 

<! s... :all: u4 ~ OaarMt:r 2ruat ~v td 'hw TOZ"It,. 
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COUNCIL Of NATIONAL DEFENSE 
COORDINATOR ~ COMMERCIAL AND CULT\JRAL RO.ATIOHS 

BETWEEN THE AMERICAN RUUa.ICS 

Jan~£ry G, I W4 l 

::c:.>7tA!'t.>U:l ro~t: !he Honorable !-!enry Aortentha.u , Jr . 

:· L)!J : ~:el son A • . 10el:e!'eller 

You 'Will f'i.nd , here.,.ith , tor your 

confidential information ~ copy or our 

HOO~ly dic;eBt o f the cur rent. lti.0\.1.vitiea 

o1' the vt.r i ous d epert:nen ta f.nd t.t unel es 

handlinG n~.tte rs on i n t.er- t\!:ledot.n concern . 

A.t.t.ach::ent 
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COUNCIL OF NATIONAL DEFENSE 
COOROIMATOR OF COMMERCIAL AND CUI.lVRAL RnATlOI<S 

BElWEEN THE AMERICAN A£PUIUCS 

Ja.nu.a.r-y 6 ,. 1941 

WEEKLY PROO!tESS REPORT 

ON ACTIVITIES IN RELATION TO THE OTHER AKERICA5 REPUBLICS 

COIIIIERCIAL 

~125,000,000 Loaned tor Excha.nse Crise• 

The Export-l.lllport B&nlc haa loaned a total of $125,000,000 to 10eet the 
tJeh.atl'• crhea in the other American Republica , which la e..xpeeted to 
urry e•ery Latin Azoerican country except Cuba throup. w:t U next tall . 
!he Cuban nosot1ationa ..tlich conatitute the tine l applleation tor an 
t:!!!!r,tnoy loan to bo acted upon are s t ill 1.n pr-oceat. 

Cuba Faces SU5ar Problea 

!he proble10 of the Cuban IU£&r crop 1a recehin& 1ocreu~.n& a t t ention 
In C•ban ne&otiationa. The view 1\aa been expreued that unleu Cuba 
c•n market 2,500,000 tons or ausar this year,. it will tace a serious 
labor ai tue.tion. Cuban production haa • •erased a.rOWld Z, 900,000 tons., 
and there may be need for financial asshtanee to carry the additional 
surpl U.l o 

Developments in Waterial a 

~· The Proa ident of llerlco is t al<in& s topa to ao!Te the labor dis­
pl.ltt at t ho Roaita amelter accordin& to l a teat r·eports received 
from Stl te . The Coordinetor' s office hu 1\&4 pnpared a pr elilliJ:ar7 
tur•ny Of 10\lrCOI of zt.nc el•ewhere th&l'l l!•xico which i:tdie&t·eS the 
possibility ot obtainin& 35,000 tons or coneentra tea p~r year troc 
Peru, 60,000 t ons from Ar&entina, and 20,000 to:u troo Solirls., it' 
the U.S. were t o take t heiT entire production . 

Lonratap le Cottont Diacussiona concernin£ the possibility ot i:o.cT·eu­
n& our quota on imports of PeruTi~n lon;-a taple cotto~ are continu­

lnc amonc Acricultur o, State, Tariff, a nd Coordinator's office . 
Rubbor a P·reliminary roporta from tho rour rubber surrey pa.rt ics n.ow 
---rn-Lat in Amorica indicate suitable aroaa t or rubber production in 

Latin Mlerica. The aurvey part i81 , nUDborin& twenty-the peop l e in 
all, wore aont by A&riculture last Au&Uat. Tho7 have been in every 
rubber-producing country from northern Bolivia t o Nicara &ua and will 
flnhh up i n oouthorn lloxieo by the firat ot Pebru~>ry. 

~· AI thouJil tho Argentino and Uru&uayan woo l carkcta raain tim, 
thoro Ia • lAck or shipping space f or northbound ~··coon• or this 
• ool . 

• Regraded Unclassified



Colcabian Debt Settlc:ant 

~ c.ee:=ber :.h1rt1•t.h the Coloab1a.n Gonracent or·rered to the holders 

d its ::at1eul c!ollar 'bonda a pe~ont aottloment inYOh·lnl) tho is­
..... t:c.: ct ::c-• t..t-.ree per C6nt bonds in tho taO\I.Dt ot the preaont prin­

·1:&.1 ~.o\4:.-.cd~ plu<J 0116-half or the outat&ndi.n& eoupon.a in orrce.rs 

; ~et..al of abo:.rt t-50,000,000. State , on b•balt or itaelt, tho r-r .. ssur;, 
.:.:! t.!:..l fec!. t ra.l 1.oa:l J..t.jntrtrator, iss-ued a atatc=:ent 1Dd1c.atin.& it wu 

~t-i:- ~::We::. that the offe r eon.atitutea a fair dtort oD t.be part ot 
Cclc:::l>i• to ac!Juat iu obl1pt1on. , although doc!o1ona to accept or re­

j<et :h• otte r JO:Irt ol>Tiouol7 lie with thu 1ndiY1dual bondhold<r . On 
:he roll<>~ ~q tho Foroisz> Bonciholdera• Protocth'a CouncU, Inc . is­

It:~ !. n.s.tC"A.:t crltiei t.i.r!& the otter ae loaa than tbe Colocble..n could 

;•7· 

Coorc.!.l::!.tor ' s ottlcd: ~ b(-e::a cUatrlbutin& a eori4.:s or twont-y·sU coo­
~ity S-c'.ld!o.a pre;::ared c.t ltl auuost1on by tho Bureau or Rosoarc:h 11lld 

Stotistics or tho lo!Tisory CCII!IUuion (!lntion&l Dvi'onsc) Wldor the r;cn­

cn.l s>:?crTisio: of Ste.cy !Cc.y. thoae r<porta Hlu.atr.,to ccq>l~rttuy 
rtl~tic:.s ot t.Ce: Lat.b l.::L.rlc:u a.cd U.S. dotoD.Ic "'-co::.oalea .. 

?rccress o~ rc;>o:rta o:t the h .ritt' Ccxmiaaloo 1a as follCWJ:: 

1. The fcrd r;: frad.e of Lt:.tin A.crica: Tho Coa>l.uion wi ll rcl.,se 

shortly the ae<:tlon acan..,. With tho c-rcial policiua ~nd t r ade 

r eht!cu witi> l!erlco. Prol!.minary drorta of the sections tront­

i!:g i'al:u& uo<! Coat& Rica ha.,.., been ccmplot•d . 1\bon they uc nl..!:!eo­

~td, U:ue eontidmtial o oetion. Till be a-.ailabla to dc;part­

...,u ~ &~"C=ics .,.pecl.ally intc reatotd in the aubJoct. It 1a cx­
pocttd tl:at tho U"&:tSl&t!Gn ot ~· two and throo or this r <port 

rlll c-:ec &hort~7· 
2. Latin ""'r iu Aa a Sour co or 

128 

3. A ~tf(:r~• ~ or Latin Aaeric::tO COCDJr-eie.l fre.atlea: fho trcuu:­

G-;t~~ ei tJili r~rl Ia tn proc::caa . 

F~st Dc• olop=ent Group Appointed 

lb~:l ~r~c •• aaplhsea and J .. .Rata..ol Or\lGAI.DO, ~bor L9\c1 rle.J ehaircr.n 

ot tto l::n:er-.laorieJL:~ De...,loPJIICllt Ccaoiss1on, l crt Rio d e J1111o iro bst 

~ci : .o ce::::tt::u. t.b~ir tour or So-uth Aaorlcua c:apitsla. they a.nnounc:ed 

tl:.e i:~bl~ct ot the t'irat n.Dtlonel e:ow:cl l o!' tho Caaa.l:aioo in 

3r:tt!l . !!:c ...._.., ot the ooW>cil who dhc.,,.cd tt.eir ~uties -.dth tho 

rtpr e:.se:::.t 3.th·--.a cr.: Lecmardo Truda, ch!:.ir:wut, foro.;:r prcaldont, arulk or 

!r:tll, o.::! ~!lbr, 3ruilian Eeonoooic 1!1sa1on to thv U.S. lut fall ; Vel­

ta.tb. P. S.cU«..a . Tieo-c.h&iiT.I&DJ Al~ro Catn.os Boitor Fro lro do C!ll"Vft.lhot 

""' Jose Job-.:co. 

• 
Regraded Unclassified
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~"f::J(LY PROGRECS REPORT, PC>rt II 

Par;• 3 
Jonlll'lry 6, 1941 

COID.!UliiCATIONS 

~otion Picture Pro;ram Tnkea Shnpe 

~ DOtion pictur e pror;ram, ita orgonitation, ita aims, ond ita dovolop­
ocnts, was oxtenaively dhcu .. od Gt the Policy • voting (Coord!n..tor) 

lut llondo.:y • 

An executive co ... ittuo, fonnad in Hollywood to holp V.hitnoy (CoordillA­
tor) corry cut hh progru, hoa buun divided into aix aub-comittooat 

1. tho committee on ~ya and menno of finding atoriua, hondud by Shoridcn 
Gibney# hoad ot' tho Scrcon Ylriters I G\1114, number a ooonc ita purpOI\11 

the oUt to hc.•o oo.ch studio produce ono or two South Allor1ct.n fca.turo 

t!~ a yecr, CGki~ a total of tourtoon or fifteen ti~. Last 
y ... r very row rn ... hAvinr; Latin American thomoo were produccd. 

2. Tho committee on ato.ra to visit South Amorica plano to hAvo ono atnr 
tour Latin Amcricc ovory month . Twentioth Contur:y Pox ia plo.ncing 
trips for Alice F.,yo nnd Cnrmon Kirnnda, nnd Pnramount ia plannin& 
one for Dorothy LAmour . Enthuein~ for Hollywood aotora nnd nctrotiOI 

!s oYidonood by the f r equent r cqucato to Paley (Columbia Bro~dcaat­
in& Systca) on hio roccnt trip thnt they app•or on rcdio progrd&S 
whether or not they apoo.lc Spnniob. 

3. Tho committoo on Sout h Amoriocn film tocilitioa will aond aovorcl 
t ochnicicna to South Amorion to make c eurvoy of f no ilitioa , such 
os sound oquipmont~ Engliah-spoalcin& extrna, otc . It hnt boon dif­
ficult to hn•o t.ilmo token in South /.moricn beo~un motion pioturo 
coapcnioe hn•o hnd no lcnowlod~o of what raoilitics ~ro a•ailcblo. 

4. The cocmitteo on shortt i t (a) oxaainin' oxittin& nota rial, ond, (b) 
ccnsidorin' poooible now thorta for oound trcclcint in Spnnish and 
Pcrtugu01o. .\t proacnt tho possibilitiot of r ol cosing "Panted"" 
ond ~king "Wnrcb of Time" aborts f or South Aoorionn dittribution 
oro under dieouaa1on, but it h~a not yot boun dotorminud wh~thor 
t hese pr ojuota will bo undort~lcon. 

S. the c~ittou on art And d~•lsn will ~ncourd&~ ~rt dirootora to put 
lr.tin Amor1can motita into coat~s, otc . 

&. The col:IIO.ittoo of tho ,\cad""~)' of llotion Picture i.rts end Scioncoa 
will diract oducatio~l functions; tor 1natancc, thoy ar~ con•ldcr­
ing the oatnblioruoent ot a Berlitz School ot tho atudiot for instruc­

tion in Spo.niah nnd PortuGU•••· 

Tho r!llll produoore bl\ve ogrocd tMt tho Coordinotor' • ortico ahould e.d• 
•he thea on tho nleotion of an indiYidud to r ead nory aor ipt dol\lint; 
with latin .lmorica for the Produccra' :..socil\tion which hna authority to 

dhoppro•e oey teript deemed objoctionoblo. 

Tho cooporntion or tho movie induatry is dooonatrt1tod by two rucvnt c:ht\n&oe 

mAde in picturaa1 
I. "Down J.rgontino ""-Y" hnt boon 1 ubm1ttud to the J.rgontino Dllbcuy tor 

critlciaaa a.od a. ntmbor ot aoonca o.ro beinr re-shot at n co1t o.t . . .. 
•40, 000 to t50,000. 

Z. Bccnusc ct South Ao~orioan objuationa to Clo.rlc Gcblc in tho rol e ot 

• l 
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$Loon Bolivar , Louia s, ~yor ha o placed Rober t Taylor In tho par t 
lnoteod , althou&h tho domestic box office loss by thlo ch~c&e Ia cx­
p4ctod to !'ar oxcgud a.ny St'l411 ~;aln in Sout h l.::eric.an r c-ct.lpt.s . 

Alt hou&h thO llox ican inausur &l vaa coYcrod 1110ru fully than o.tJ:i ai.J:dlu 
L&tln A=crlean evant botoro , continuln,; problems 1n adoquato nuws covc;r­
•&• oro rosultin& in oonat a.nt attention to the quvs t lon . 

~ltho\lgh tho l a.r&u nwnbor of t i l 11'.a shown on both coaata ot South i..mer iea. 
apptar to bo Am~ricAn, thoro hna bo~n IOQO diffi culty in ahowtn, certain 
u.s. !liN in IA.tin Amur lco. . "Tho Grotlt Dlctntcr • with Cbtlrllo Ch.,plln 
hal bo~n al.Dos t unlvoraa.lly bNl!lod duo to prct ost tro:a t ho O"'rr.an &.bc.a ... 

1101 , uw:t lt is tult tho.t a picture , "&yea on Bra t 11 , • juat cccplctod by 

PAthe, r:.ey not bo RpproYOd for showing In Brull becauso of Its anti- !1"'1 

content . 

CULTURAL 

the following cultural projoct s rocuivo<i fa9'0ro.bl~J eonaidura.tion last 

friday ot tho Exocutho ma.t1ng of tho Coordino.tor ' o offlco. 
Loan cf PUblic Adm1n1otrator s: Undor thlo nltlft which will bu carr ied 

out bY the liOo couolttoc (Coordinator) , thh effiec will po.y the 
t r ... cll~ ..xponouo and per d10lll or public ac!J:iniatrat ora aho my 
be exchanged betwoon tho other /.oor1ean Republics and the U. S. or 

vico vuraa. . 
~rt ExhlbJts: The nr t committco hoe unan11110uo l y r coocaondod thnt three 

oxhibit!Ons of Amor lonn pninti nga ftnd wator colors with accompa.~ing 
ca.talogs, North Amorio&n nr t p~blications , nnd col or roproduct ione 
bo aent to South Amorlca. Tho t1rot will go t o tho pr1nc1pnl citlos 
ot northorn South A=oriea ;· tho s..,oond to tho princi;>a.l cities en tho 
wvst eosst; and the t hird to tho priocipcl citiea en thv u~t e~~at . 

The books IUid cC>talor;o accompo.nyllll; tho exhibit will r.GIIln in South 

l..:~erico. e.s porn.o.n•nt r ifcords •· 
Tton hrcho.colo ioc.l oditiona: tho t\rt oo1:10itt~a h"l ruc~endcd ton 

r.rche.co og ct\ uxpc on.s te La. tin rJih,)rico. : (1) nor th-.~rn iecx ico , 

(2) Cost n R1en nnd S..lvndor, ( 3 ) Cubn , Tho .\ntlllea , tlnd Vcno zuoln, 
(4) Col oabia, (5) Ecuador, (6 ) Bol1v1n( 'i'hc South Por uv1cn Hi&hlo.nd, 
And Ltlko T1t1eacn Bo.aln, (7) North Por uYic.n Highle.nd,' ( B) Costel 
Poru "nd Chile, (9) Shollheapo or Poru ond northern Chilo,' o.nd, (10) 
Bro.dl . Thoeo oxpoditi cns seem oapvelflllly ve.l1.in.bl4 a1nco a,rebaool or;y 

h porhnps tho moat ccomon link In tho history or llcrth and South 
~rica, and 11 probably tho £TCAt~at cultur~l purault ot LAt in a=c­
rlcan 1ntullootual landers . 

Unht.rsity of Ch1onf o •a s·utD!UJr Soaaion • Undor this project the CoC"rd1-
~tor•a of f ioo w 11 ~··lot tho Oni vor slty or ChlcAtC in br inging 
oalnont sc:holQrl t rom. Bra t.il , Cubn., t"'x ieo , t he .'..r&ent l no Rupubl ic, 
And P~ru to tho ro~ulkr •~~r aoaalcn c:f the BArr il lnetitut o next 
1\.U:I::')Cr . 

Aid t o StUdento 1 A proposAl t hnt tho Coordl~tor' o cttlcc ahould oasiat 

iii tho onhrtaln=ont or A group or Chilonn studoeta collill(; fer " 
apcciol eeurao o.t ColUilbill Unhcrelty this wlntor waa ra,..,...,bly 
octed upon , Owins t o the cddltiofttll Llltin /~er 1cr.n at udonta c cmin« 

• 
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t.c u.c t~Y .. rs1-:y of !iarth Cero liru:. thle wlntor, a.n lnero.tesc in 
rwods t cr ~h.ir ~rips in U. S. hAs been author itod. 

tnur·i.Mr icc: Ut4!rary Martine: Tho muot1n& folt c.aslatMco for thG 
fUt ial atUdioa ~ eonnccticn with tho propoeod lnt~r-Ameriean li­
t erary co~tinc. which will probnbly bo callod "Tho Rcmisph• r e,• 
,..1 aclrlsoblo . 

Spc&kora' Buro&u 

131 

i.ftet d h CI.lSI 1C:1 with Cc:ord...i:r.tor'a offlcd', Ti.rto , Ino. is pla..nnin~ to 
'l.t.nt~c• ahcrtl 1 a ncn-prc!'lt s?ce.kc ra' buroa.u 1 0 thn.t U.S. crgr.niz&.tions 
cd srot:;Dt r:A'1 :.er e euily c.bta i.n sp..!r.k.;,ra on Latin J'~o~:~orlc&• 

·~l<lr Proves• aepcrt II<>. 15 
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IHT£R OI'I'IC:a CC RIIINICAnoN 

DATW Jcuuy 6 , 19U 

•Jr . Kloua 

:;r roj<>r t a: · 

tec«>~ber 31. l"rau 'fOll L8'riA.Sl:i , 111.!e Ot t be !oi'Oer Geman CoWlllolor , 
.._. ,_ld ThO<IIIU t hat oho iS 100~ 111 111 Jtro. llheohr , w1.fo O! the Sen­
J.~r, l ! the ~.carle$ f 1.rat orga:rl..s&UOD ltiD4 1• p.repal"'1D,i et the r eque8'\ 
,~ ••""tors Tydin&• and 1lhaeler "" 01>\l.ine ot liHler' a peace objoetin s • 
• re:u ""~ ...erlnaki app:roac!aed ~ t or illto~tl on a.o4 ae.s1atcc.e. 
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January 6, 1941. 

flit Seoretary ot State preoenta hlo co01pll.lle~h to the lloc.oroble 

t~• StcrotM7 o! th~ Treaoury, an4 encloaeo ! copho o! po.rayhrau o! 

telt&J"U llo , 6 o! J&~>uary 3 f ro• the .t.aerican ~cation, Bucb&Teat , 

133 

vith rt?r4 to the oale of the controllin& ictereot ot the lnton>&Uow 

!tlophono an~ Telegraph Corporation in tho ~ian Telephone C03?&AT 

to the Ruanian llational Ba.nlc, 

Paro;>hn'", !lo. 6, 
JanUAr1 3 !rom !uch&reot. 

• 
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p.l.ll).PllliU:I 0 7 '!'3IY'I'Y ...:UUD 

;ROlli J.aerlc:azl J.ept 1Ga. Bl:~Clareot, 'n•m Ia 

!ll.~l JatmarT J, lgln, 11 -

~.s 6 

!ho Lep.Uaa b .. Jut Mea 1Af.,....4 '1!7 lk. ~ ot U.. la"­

.. \looal Telopbo,.. aa4 t-l•CNI* CorpozaUoa \bat 1aat ai&l>t \ba f'-1 

eoou..:h wer o o1p o4 for \be .-le of U.o coat..rolllDc latereot of hio 

eo.;.u1 in tho Sar 4e ,.elef- to tho S.Uo-.1 laDk of lluaA1a. fha 

,:.t looal SaU h t o ~7 a;>proz1•~el7 $1}.700, 000 frp 1\o tum4o llloeD4 

1.34 

1o tbo Uolte4 Statoo to U.o b~l~ ! el.epbo.,. &!14 ! ol-'> Cor;>orotiD!!. 

It 11 llr. ~nn'o UD4orota!>4.1ec \bat tho 7o4oral 11 ... .,.. -of lift t art bao 

rtcelt'ed a r•queet ! roa \t • Jhz:en'• " JiatioM,! Ba.Dk to 1aaua tb• D8:Cee&U'7 

Ueo .. o. Eo ft~rther amdnotaa4a \bat tn.t.-u ..... ban hoon poroD to tho 

l>.u:&3iu Cborco 4 '.a.ttaU.o 1a ·~-to tva t h h .,.. o,.r t o Co~l 

Btho tlhoo 1\ lo W>bloclta4, aU. \ba tt>atoo 1n tura aro to ba li"'"" to tbo 

Charco 4'.1.ffo.1roo. I t lo proTl4oo4 amdn tho ...... of t no acr•-· <hat ll:la 

'"'"""'' mot \alee place 117 tbo tntll of .laJ!ar7, &A4 tbat aa OOOD aa tho 

tra.ootor of otoclt 1o accaapllol>o4, c.-;>loto operaUon an4 control of U.o :.0.. 

4o !l'elefoono 1o ear .... 4 117 U.o llatl oDal lloAI<. 

1int1l 4oclololl baa booll - 1>1 tho 1'r•trar7 DopartRI!t oa tho 

'IOOotion of Wlbloc.ldJic the flu~U, ~ roqu oto thot U.. oalo bo ;;:!Toll co 

P1lblle!t r. He oalcl tbot ..,.., ho boo f'D.ll torto of tho .... oral 4oc=ento 

:all:!"' "1' tho IICJ"II&Ia\ boo wt 11 f'11noioh cop leo t o the l.eptloa. I ..Ul 

!o.--ro thn to t ho ~t aa - ao poaolbh b7 pooch. 

Gllr-"..!!1. 

• 

• 
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Datecl. J' Vlu:.z}' 6. 1941 

Rec'd. 6. p. e . 

S:t.:.rttar>' of State, 

T, Ja::ro&r~ 6 , 6 p.a. 

..,. L"4t'. lnr!ac t 'l!a period t&r!S ~.u_ .. j 1?,096 a1lllon =-rhl aa - lut 

:'.~~' mill!oo urlca clurin& tho c:ontar-""C ;x:rl o4 at t ho 1939-1940 fhcal. 

Tt.U• !he comparat1Te !leur•• !"or tbi ~ pri:ac1pl.t taxee " re a.a followa: 

""' tu 1, 900 :a!ll! on carb aa ~i.ca< 1, 75:> a1ll1on arb &aiOaaecl. !nco• 

:.u Z,l.Se :a!ll ~on :urb aa apinst 2 , 790 lllllloe arb aA4 turn OYer taz 2, 619 

'::!:l~"' u a;;:.hat 2,572 ::1111oc =arb. 

r~ eo!!:~~: llarch 31, 19U n.u t otal as tc 2? Ull!OD :urlal cosparo4 with 23.6 
: :>W:af) 

:!!:.!"-' a!H\>n 1n t!:o Foce4.1!>& !i.seal. .,-u:. lDCl~ t ho wartl.ao c o,tribo.Uol1 

·~• ncopt lot.~~a aro ospoeto4 t o OIGf'C"~to 30 'bUUon ..r!!:a aceor~ to 

!.o~t. He aloo otatecl. tllat "" ,_ t.as 11>cr0aaoa wore c ontotoplatecl. tor tbo 

lo c!c artlclo l!alllharat abo n:tcrd t o tho !a"OOJ"a'bl o concl.iUo.,. 1n tbo 
( wltl>lnf) 

':!l:iO;' w ca1>1tal -h whlch !wft ~eo! the l.o!ch t o ....S.... w!th011t a 

• 

• 
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January 6, 6 p.a., fro::a Berl1D. 

rur tb< ~nuroat rate on 'l'reull!Y notea fro:o 4 1/2 t o 3 1/2 par .. nt. 

~~··••· bia turthor otate .. nt that "the part of tho Ro1ch'o oxpon41~ 

ohl<b 11 ,.,, ollt of to.1 re•onll8o 1a conatantl;f 1ooroao\nc• 4oeo not 

chock olth otD\1tt1ca rele.t1Ye to tM mon =ont of tho Ro1ch ' a 4e'bt up 

'llllll tht oo4 of September 1940. !heoe uta Indicate thPt 4uri"' tho 

Lui au •ootllt t'be aonthl;f 'bort"O'Ifince of t he !!I tch han lncrouad !uter 

~ tc.X r•••ouee. Pleaae infora Co:merc• ao4 '!'reuury. 

liCI!ltiS 

• 
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Secretary of State , 

One, J~ 6, 10 •·"• 

lWllCllll) VIA ll .R. 

Dated JanUArT 6, 1941 

Rec'd 11:30 P·•· · 5t h 

'!'he •central Reser.,.. :Sank" open~ at nine o1cloclt 

thh nornlnc in accordance v1 tb announc~ plN>• • 

Sent to t he Department , I!w90at~ to Ohunl!klnc , 

eh:cow 

.. , 

• 
• 

13? 
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1.38 

Jm'-£r] 6 , 19(.1. 

'l'O : 
na.:: 

Saerat.ar";( J.:or;;ent.bau .~;(}, 
J.:r. Gaston lfV/c~~~) 
':'lith re.rere::~ee to ~ at'...a.cl".ed~•er-;1. or :-our 

~•lop~o:>e eo:tVersaUan "llit!1 Caa~ .:ole., ::.:cor.:a.ck on 

.;anuA%'7 6 , ro~• tC.e poss!l:d.llt;r 0: re;-laein,: Joe =a~ 

u Collector o! Custo= at. 3ostoc, : r.m no~~ 1.:l ~.e De-

parta>nt. or an or!ici.a1 nat=e ~~- t!1e ratter . .:.;.-,.a.~ 

no orrieial rccO""ftl"''aUon h.as - r K.6i':'ed. 

J.:r. Johnson, the ~ssioner or eustou, &<!vises re =~ 

Con;:roass:an J.:eCoreack cilled lW> a;> t.oct.:r Cl4 was veey Jlllcl> pou-­

turbod 'because he said t.h.at a Coo:ci~~ bad advised hiJI tha~ 
it 'lias the intenUan to ~ :.:.:G.-a:l> ~ that it -.o:Ud = 
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TREASURY DEPARTMENT 

...... 1ar.uaZl" 6 , 194.1 

"' -~ .1• • .:c:ai ttM nat~ alle~ the tn.naror ot 15 , 000 ,000 t'roli tbe 
..:<:<'· , 0 u e ?:etcl:a'blu>lt 1JI !lew York l.n t be " lan no .,nt h&" 1• DOt supported 
~ ::= !"t":o:· a. AecorcU..:..l to O'U" recorda , ~t• u.n4 recei p\ a in the ~ha6e to 
"';. ~ ;,..,.-s.::;r ~ 1 u CODtrOlled toYenJJ:e~~to diU' ill& Ootober, ,.., .. Oilbu, OJIC! 

_, .:oe::.c: ,,.!"t' u !'"o.l..lcwa: 

~.,___,. 

:.;c. 

:G....U 

~Tie'\. ?!]ne::rtS to Sonet l!Ateeil!! a ~ 

)<~·=- !ion&ber ne-ber Ootober 1-4 Ydl.h&r Jeecber 

-~~ •• W ,tlJO * 550, 000 t -- ~ t~.o:;o ,coo t u o,ooo 

~.ooo l 4 , 62S 590, 980 74, 549 

1 , 000. (X)() ~1,485 1 ,705.~ 6.16, 89::1 

529, 160 414 , 6!:6 2 , 552,500 

280, 000 

aeo,ooo 

70,~ 

;~.~.ooo U ,620,4lo tu,62S t~. 671,625 t:~, 4:;(1 ,179 t 4, 213,7.U 

'IO~a tor 'lbr• lfontba' Period 

~ 
SloTU:la 
~'tec!.c 

~·1\ 1-E"l&Dd. 
~1a 

~ 
1apu: 

SoTiet ~'· 

$2,900, 000 
67,62S 

1, 000, 000 

70,4~0 

Sonet Reeel£!• 

tl , l 60 ,000 
665 , 529 

2, 81:1, 901 
3,476 ,U6 

280 ,000 
880,000 
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Secretary of State, 

Waahington. 

u, cixth. 

fOR TRUSURY: 

PtA Ill 

LO!ttOII 

Datr' J&n\16r7 6, 19U 

Rcc'd •: 48 p.m. 

1.40 

1fi t b nfo:nnce to tbc last paragr aph of my llci, 11 of 

January a in spite of preoccupation with the more tun~ 

mental problo:!IIB of production and manPQlKr there ia 

awarent growing anxiEty regarding the internal financial 

position. Total Conrnao:nt cxprllditurc ia certain to 

exceed the catil!latca of tbc July supplementary b~t by 

arounA e~crliog 300 million While revenue tbo~h given 

aCID•: buoyancy by tbc degree of inflation alrcos.iy n t t'.mt 

may .. J.ao "xoo:o:oi eati-tca by -thing 1\co: r•:..-r::.. ~·.,; 100 

m1l.l1on but 1t ~111 not bo: auffio1Ent to p;:cv.:nt a 

dEficit wo:U above that of tbc o:et1matu. i\:::+,bnmorc u 

PDintcd out in an outaponn artiolc in the E001iOKI8T of 

January • the •nnnaJ rate of cxprndituu in Jo.cmbo:r aDd 

Drocmbo:r •u abon sterling •,ooo a1ll1on and in thor fUat 

three • uka of D&oo:•bcr a t tbc rate of sterling UlO 

mU.lioa Whioh 1D41oato:a tbc :ugn1 ~ of next yo:ar1 a 

budpt. Lo- of all typo:a ran at tbe annual rate of 

atcrliDg 
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-2- 41, January 6 tzom London 

st er ling 1232 mill ion in December ar.d t hough t bia was a 

substant i a l advance on t he rates in earlier months the 

lncl iu manif estly ini!JkquatE to meet the growing 

dtfio1 t . Tho: amounts contributed by the usc of gold 

r caourccu is , as the statist puts i t , 1 a ingularly Ciffi­

o'l:.lt t o estil:latc• . Furt!lcrmor e perh aPS they do not 

wiah t o c ount t heir ohicnna before they arc hatched 

none of the writers cOCliiCnting on the budget position 

:ocntion t he re lie f implied in t he ?rcaidcnt'a l oan of 

armaments ple:.. !Ut anxiEty rcg&rd1118 t he financial. front 

i a in fact baaed as much on tho: wage prico: situ&ti~ as on 

a atudy of the e xchequer returnu. For example the Tll!ES 

of J anuary 4 printed a lucid articlor by Subohn Ro=trc£ 

urgi.llg a GoVEriU~~Ent Wag£ policy coUPl ed with faoily 

allowances to prcvc!:!t widca;~read. undcrnourisbmcnt -;-hllc 

an editorial on thE aiii:IE day urged a 1natio~• ra'2:-tt 

than & 1 govcr=cnt• Wllg?' policy, that is a pol107 agY"Cd 

to r ath er than uposed but il:!itiato:d by t he Govc=nt 

tor wages gcn .:rally. Indn:d the British u;po:rkncc b t!lo: 

fiEld of wages ia important. It ia rr:pcatcdly u:rgo:d that 

de lay in faoing this probKID ia the moat pat.:nt of the 

PrEsent GovcrD!II£nt 'a fail~& and t he natu:r~< of the problcc 

ia well 8\IIIIIIIEd UP by ilowntrn as follow&: ·~ tradE 

'i.llliona preaa for the bigbl:a t tcrma they c an get froo thE 

eaploy<::n 
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c::;llO:T" ra a!ld ~ :1 to!>£ l&t tE r argao. ea ~ 1.:l f ixing ·~ 8 

U£ danger ~ 1nfl.e.non I:U81; bE ben-~ t.u ::.ina. t:u: 1to r lxr a 

ssk not unnatura.l1 y "Do :JO\:. n a.Uy bcllcn: that the 

granting or 11'1 t!lhol.di.J::6 or au= ~ Wtich only a.ppliu 

to e. vn; s=l.1 proportioo ~ a ll ttr wo:r:ttr. in tb: 

OO'J:ntT 7 weald af~.: ~ t b£ QUE 11 t1 0%: o! 1:1-'lati em one way 

or ano the rt• 'lhrn c:p1oyo: ra rr,1 ~ 7 t!la-; b t!lc ease 1mlitt 

consid£ration tl:.£ dfc~ 2 in!laUon 1I"O'cld be nrgligib1.: 

b".zt that th£ c=.la~v.: dft~ o! a na:obcr of sc.ch ~ 

srltltce,nta woul.d b£ V£ry grea t th&:: tbE Yarnrs n ;>ly, 

'Well, t l:.at'a a ca.~c:r for the ~'t to ~~<:ttlc , 

they s hould lay doom prin.c i plcs to gald£ m:gotia t ors on 

botl:. sides•. I t i s i::lportant ttat t l:E GoV£r~nt should 

:io this w it!l t:t.r 1ca.st poss 1~ cklay for th£ absl:::.cr of 

u y unifyil:lg prb c ip1cs 1a lta.ding t o :ac!l oo:lft:sio::. ~d 

the adoption o~ ~tirr1y difftrcnt wag.: p>llc!.t:s b; c:if­

f t n nt iodu.a triE a gi V£ a r ia< t o sact. ctill:6 a t1 d! a.c. n -,:, • . 

lit urges f~ly a11oonmcrs ~o aaaurc adrq-;:at:r =:..sh=l£at 

for cbil.dnu bcca:m;c t o ach1CTO: tbl a b7 f1a t wage 

incr e ases woul.d x very ooetly and w~ fostEr W 1at1on 

because froa a study ..sa: in 1936 in York 1 t e,pp<:ars that 

about 58 pcromt of adu1 t ~ warb:ra ban no chlldrm 

1Jhilc 9 pcrocnt ban 42 paccnt o~ tbl: ckpcndcn t children. 

It i a po-ibh that atatrsutB in todaif' a JalLY TELE~ 
aD4 
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and FIIASOUL ~DlES rq;~Dg iapcnding c:ha!lgts in the 

(lOTUDIICD.t aystaa of c~ttua ooardi.aati.ag pzocbotion 

and o:cancaic probl.£Da ...., 1nd1ca to: \hat a t lmlg last tho: 

G<Tn~nt 1f grasping t.M no:ttl.l: which b&.a bun nourishEd 

cy 1 ta no::g l.I:O't.. n..: po U U .oal corn apondo::nta of eu: so: 

two no:wapapn .. a~to: tut a nror producUan c:ocncil to 

bri.Dg about 100 po::romt mobilisation of ~ 1a coD­

t.,.plato:d to ro:p~ Onwwood'a Ooa:littn ~m£4 to 1n 

ill£ Ell~y's h1~ Bo. 151'7, .T~mo: 5 wbllot tho: DULY 

TELE~ f onoaata a " df:f o:noc trad.o: and apart ccaalttn• 

to fra- o:ocma.ic policy and 41:&1 witil pr1co: contro1 and 

U.port and o:zpart QU~£st1ons. Tho: annou:1~t tb&t thE 

Cowuuwnt 'IIOul.d- ita OCliQJill.aory porus~ by thE 

llinistn at IICIIE S.:~ty 1n a bl r 1 oad cm acl>Esa for 

!in watching ...., al.ao Lndicah that co.JMllricm =J bo: 

used 1n a wido: a.O'Qgh f1o:1d to ban aoac ~,:og on 

·~ problrap 

JotUISJB 
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Thtrt is considtrablt disappointmt~t with last 

night 's official announcEmEnt , fortoast 1n tht Embassy's 

No. 41 of :anuary 6 , outlining tht Prim£ MinistEr ' s rt­

plaetmtnt of Grttnwood ' s Economic Policy Cou~itttt by a 

ntw import txtcutivt and a production txtoutivt , with 

tht dirtcting committt£ prtsidtd ovtr by tht Lord Prtsi­

dtnt of tht Council, Sir John Andtrson (tormtrly by 

Chambtrla1n) continuing tht coordination of tht n~ bodiEs 

and th t committEES on civil dttcnat , homE policy and food 

poli cy , and tht Prim£ Ministtr assumi ng rEsponsibility 

ror harmony with th£ '1iar CabinEt ' a gtntral policy. Tbost 

who havt rtctntly bttn urging tht importancE of a wagE 

policy and sttps ~o ehtek.1nflation find that tbts£ two 

probltms art not mt nti ontd in tht sohtmt . For txampl£, 

t ht FHIANCIAL TI!4ES' tdi torial atatts: "Tht prtstnt pro­

posals rtlat£ to th£ supply or goods and man- powtr. ThEy 
do 
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do not touch such 1mportant associatEd quEstions as pricEs 

and wagts , w1 thout thE dovEtaili ng or which into a broad 

schtmE tht govtrnmEnt will find thE financial situation 

bEcoming incrEasingly diffi cult, Thrst arE thorny 

probltms but thcy thrEatEn to btcomE thE hardEr to handlE 

as thE dElay in dEaling with thEm btcomu 110rE protractEd. 

In ohort , thE govErn~Ent still SEEme not to havE r~ali&Ed 

thE nt Ed for thE forQUlation of a comprEhEnsivE Econoc1e 

policy which is of far :orE immEdiatE importancE than 

any statEment of pEacE a!os . " The TIUES' Editori al also 

strEsSEs thE samE point and dtpiorEs t hE govtrnmEnt ' s 

apparEnt hEsitancy to usE thE compUlsory powErs so 

willingly grantEd last May. "Yiorat of all thE 1JDprEssion 

has bEEn crcatEd that on thE wholE t oonomic sidE or th£ 

•ar thE govn,mEnt arE sti l l tumbling without any co:.prE­

hcns i VE policy. • It is significant a lao that Kl.ndtrs1cy 

in a broadcast last night launching thE N~ YEar ' s sa'O'inga 

campaign asld.ng for doublE the ruulta of last yE&r usEd 

thE phrasE, "It would bE a disastEr if thE incrEasEd in­

comEs WE rE to bE spEnt i n compEting tor thE grEatly rE-

1uc td quantity of goods availablE for pErsonal usc--for 

thE cErtain rEsult of such compEtition muat bE a disastrous 

riu i n prieta•. As thE TillES asserts , 0 ThE abstncE of 

I 

. 
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al'\y ~Ell-cons!.dtt~c! ~l!.ey txt .:si.Dta!.o t:,c r£al. n.la Gr 

t~e c u:-rcnc y 1s plain monsn•. and j_f a ~s&.Strotlll rise 

1: .,rte rs 1s alloored to OCClU'0 1t 'ldll !>e ~sastr<>ws 

,.:-ticularl:r to those 'IIIlo rupond to !l.:ld trslcy' s a ppeal 

• t o save aDd ltod to the 1.1J:1t or ~tr cape.ct~. ~e 

...A:::=s=s=t GU.U!Ili.ll which 1s crt t1ea1 or t !lc scho:e on 

:.'lr g:-ounds that 1t still lao~ a rupo::~s1l:>lt =t:>ia t tr 

..,:~ s tarr dnoted to d eall.!ls rteh tl:e ccooomc pro'bl£1:1 

:146 

as a w!lolr , al so s tr£sscs 1.:> ~~ city col= today the 

ur,;cl t :t£td f or :1~ ':"&::'"S ·~:) c::r.::E &:l~ ;E:r:aps to m.t'are£ 

a ~t.'u::r £Xpa!lS1o!l c~ s a ..... ..:~e~ 't0l=ta..."7, invo.luntar:r and 

1!' r:n d be e o:pul.sory•. l:!! e ro tl:t ;=-csC':lt s i tuattoo 

sec= to uodcrl i::u: tin: ad~sa~11 t:;- or a planned a:>d co:>­

!ld<re<! wasr polic; trc;:, Cht !'i.r3t it 1otlat10:H.J'Y trmds 

s:-r to 'br avoided no :sttrr wt:at th£ porrcrs , ddi.ntd or 

'-"!l!Efl:>ed, o.f' th!: a~thor1ti.ts eon trol.l.ins c redit e::d 

::cnrtar; :oatttrs. Incidc::tiall;, i t 1s sts:U1'1c&!lt tbs t 

tl:e ?t:!tral Rtscrn ~·s rr;ucs t for ::::o:e extEDs1vt 

;:>cor Ers to co!ltrol 3.otlatio:l !::an: 'been crt t1c1ud htr£ 

ll an eeoooc1c anachron1SJO b :r t:lc '0'07 1l'r1 ttra who rr­

;:rattd4 crt t1c1&Ed tialr a= gon:r:u:e>t for oe;;lecti.DS 

:o ;D"e vt:nt iofla t1 on. !!ds 1a obrlously l:>Ce&WIE U :E 

i1:'1tlsb crptrimcr is pro'ld.D& t!at control or 1n.tlatlon 

lies not 1n .oor:r :::.aricct control along bUt i o'IIOlvts also 

• rra11st1c grasp or wag.:, aav1068 a:>d ;rice ~o'blccs. 

U L ~ 

# 
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Y or.. :.1;7 be iat.aru ted 1D t.hU S::-1 U&h 
~ee != stiJmlatJ.n;J ecc:>ea1c.a.J. 
;>Ndnctiao aDd lceepiD;'; pricu &.:>:1 ;>-""llilz 
ar :J<wenaant ......, t """tl'&etara b'1a 
rU1Dg ,.....onablJ'. It 1.s c&lleci u. 
"\&1-pt. price• •eehaa1.sa &lkl b&a bem 
QMIS wiJialy by the arlUsh !o.r • .,.. 
,-.us, part.l.cularlJ' 1D eoon.c:Uoa with 
1.be:ir ~t of aircra.tt. 

' 

• 

.. 

.. 
• 
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TREASURY DEPARTMENT 

INTI!R OI'I'ICII: COMMUNICATION 

DATa .Jarm&r7 6 1 1941 

)lr, llhite 

llro Qua 

Subject• The Report of the Price Stabilisation Division on 
naonua• Se~a and •rarc:e-t Price• U.Ch•n1 a e 
!!loploz!d ID British ......_.,t Pi'OCur- Contract. 

This is a vecy good piece of work-1Dfonu.ti.,.., odllirabl;r con~ 

densed, 1ucidl;y written and welJ. reasoned. 

It deseribea "bonus• and •taraet prica• ac'-s used geDerall;r 

in British aircraft contraots and occuionall;r in contracta tor 
other armaments , Tbe eaaenae of the •target price• idea 1a a price 

set b;y the Aircraft ltin1etcy on the basis of ito own obaervationa of 

actual cost and its awn control Oftr the efficieno;r of operations, 

svpported b;r conetant inepaction ot both accounting and operations. 

Tbt essence of tbe "bonus• idea 1a the ebari.n& o.t coet racluctiona 

btl"" taraet price (and of increuad coets abo.,. t arget price) ~ 
twoen the private manuraoturer and the Aircraft ltin1etcy. 

Target price 1a cletend.llecl froa aotual coat of production b;r 

tests, under go..........,t o't'el'sight, after •etraic~lina· productioD 

has been attained. Bonuses are paid as a percentage of coat reclllc­

tions acbie.,.cl after tar1et price has been aet. Cotto during the 

period in which a bonu waa earned are uaocl to eat a new target 

price, and ao on, The principle of a 1110'fing tarcet to keep both 

profits. and pric ea in line ia tbtreb;r aade the aasaatial feature of 

Britialt aircraft procur- contraote. 

Up to 1938, target price and bonus proviaiona were ao ~uated 

that efficient contractor• earned about 10 percent profit on their 
turno.,..r. Pro. then lllltil tbe sprinc of 1939 prices and bonuaea ...,.., 

adjusted to ;yield a profit of about 6 perce~~t. •B;y the spring ot 

1939 the etforte of tbe .l1r )liniatcy resulted in a ~ t1x1D& 
'torcot coate • , • target prioaa • end bonus achecluloa eo aa to ;yield 

a •axima of s~ on turaow r in llli>0811 of nonoal ;rearl;r earninge, 

but this o~ raaaltecl wbara .,.., ptional etficianc;r oper-"<1 and 

the contracto.r owned the capital uaeta . The t1.1Dtd profit el-t 

of the ' target price' waa aceled clown to )%•. (.lnat1on, .lucut 
1940, p , S9, ahon the prof1ta of leading Mericen ..-paniea, u 

• 

v 
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a ~rc~ent&i• of eel .. , dar1A& 19)9, to haft..._ 7.6 per.-\ 
tor Dol!ilU, 8 .9 ~lor '-khd, 10.7 pero.a\ tor cvt1N­
'If'tigbt , 17. 0 percez>t tor llart1D, 18.0 .,....,_ tor 1111t.cl, 25.7 
tor IIOrtb ,Ueriom md )0.6 peroat for Coai0Uclate4.) 

Parhlpe the .oat i..,ortat of the 1 .. - of the Br1t1ab 
uperiODOI lrll 

1. 'fo reop hll 'beDatit trca a bolru or terpt prioe 
.,atea, tbere ...t be ~ pro'fia1oo tor 
trequnt renaion of ter1et pric". 

) . 'fo aal<e • bolru or tercet price 8Jitla .,rtr:, Oowez t 
8118t uintaiJ> .,.n-atic 1Dapeetioo of both proc!Dct1ce 
Mtbocla md acco'IIDting prect1o11. 

• I 

1.49 
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Pric e Stab:lll&at 1on Dinaton 

Leon Bendereon, Co-..J.aa1oner 

'BONUS" SCHEMES AJID "TARGE'r PRICE• l'.ECHANIS}:S D<PLOIED 
IN BRITISH I.l\.V.IY.tNt FftOCURbitNt cot:tRActs 

I. "Target Prtce• ~d "Sonue Scheeea i n =rit1s~ 
Aircraf t Procur~ent Contracts 

1 . Eas1c Pr1nclples and Procedure 

2. "Target• Pric e Setting and Bonus Pro­
visi ons in Ordinary Coacerc1al Contracts 

Target Price Setting and Bonus Sche=es 
in ••trcrart Shadow Factor i es• 

Outstandir~ Lessons or Bri tish Experience 

3 

:1. Contr act Procedures E.-"J)loyed in 1':-ocure::~en-: or 
Aroa::.ente Other than Ai rcraft ll 

1 . Cont rac t Procedures Used i n the ?roc~:- ll 
=ent o~ ~ce 

2 . c~~t~ac: ~ce!·~es ~n Conatr~etlc~ c: 
Ca~t~~e~:~ 1~ 

;. :o~:~3c : ?~c~j~~es •- S~t? :o;.s :r~~:~~~ 

a:.t! :1-~ ;:a~:- : :: :::e ~:: 1:-al:y 

• 

--
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:'hh .,_,..,d_ hu beeo prepo.rod .U.Oot ""tlrel)' CD the buh 
(0~ ·c~.ersatloo& with Britioh Air lllAhtr)' ott ioialo and Brltiah er.s­
~u.• o~r!oialo now 1D the &itod St&t oo1 1D hoo t..portent po.rtiou­
:ur .t h b&aod CD the Re porls or tho Select c-J.ttee CD •atlCDal 
~!lturo • ...ntoh are idmtltiod 'below. 

:1l• =e.orand.\a S'UTTey"S the uae ot " t&r&et p- loe• aecbaDl-.. 
a=.:. ·~us• aehc:.ec in British ccctraota tor the p-oductioa aDd pro­
,:,:.re:en.t o f a.r::;a.a::.ent. Bec:.a\lse these de'rioea are u aed a.l,.,at szclo­
s~ Tely ~ CaD tract procedures for the prod.vctiCD OL &ircraf't, the 
?N:odurea 1D that l.ndu.atry hne beea treated at c..,aiden.blo l«>&tb 
tn Sect ic:a I . !he l easer e.xt.a1t to 1111\toh • ta.r~et. price• aad ~ua• 

s~he::.es han bee used 1D the prooW"..-t ot ~ta other thaD 
alrcro.tt hu beea diac11uod brietl)' 1D SeotiCD II. 

Sll:ll<ll I 

"Tar~ Pri ce• and " Bonua• Soh ... , 
in &itT ilicrJt Pi'ocur...,E CODtiaota 

l . S&t!c PrlDclplea and Proood=• 

" Se"'lua" aehe::.e-a to encoura£• eoaa.ca1o&l prod.uctlca or U... air­
C-:-,:"t re,1.:1re:tmts or the 3:-! tlsh Air Jdniat.ry ban bMD ueed 1D. &1-

151 

•:l Air Uln.iatry eo:lt.ruta since the r...,..,...t pl"'&J'"- wu 
•. &:e<! . Tc.elr use 1\u !>em aecouitatod b)' tho poc:llliar ccmdi tiCDo 
- :· ..... t.! re ra.!"'t inl!usb"y a."ld the peculiar nature ot Air Yoroe ~ • • 
-. •;-~·~t Sritish Aireratt industry oooalata ot a .-all nuaber or 
~ ~.: . '"~n pro:iuein& speci al t ypes of planea and c siJtes and each 
<:·.:ro: ll:.i :.oat c!' iu cnm patonta and d ealp>o . ll-• ro .. oaabl• 
,,: '••• L~d ettioient production oould not be aoug>t b)' tbo uoe ot 
!C"!~tti ~! .,. tender . Nor could t hey 0. aeourecl by direct uer;otiatioa 
&':. ':.18 t~.,. co.n tra.cta were- l e t . Presaure or tt.ae ..... &111'&7'8 acute. 
C.l" "J\e ap~if'ication s for alrcr&l't requ1r ·c:aecta wwe U.Oat al.....,.. 
tt.:'t:~ ect to chan&e durin& ~he duration of a ooatraot • 
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for thNO TO&JICI1a it bu '1>.• DOOOOO&J"7 to dotora.I.De pricN 'by 
actual oxperieoo with each C<lllt:r&ot, t.Dd to alto opocial proTioi<D 
-t.o t.naure tb&t contr·&ct.ora• c.oata be; kept u low aa poaaible. Tbeae 
obJ ootint ban beOil ao~t 'by the "'" ot o ... eral tonu ot oa=b1Dod 
•tarr;ot' price oottto& .nd bca ... ooh-a. Tho baolo pr1Deipleo <Dder­
lyini tho method• ot price aottto& ... ad by tho Air KiDlatry 1D r ee011t 
yoara, aod the bca~&& ooh-• which •"PPl-tod tb•, will be eo.-r­
ated below. The eTOlutiCD ot tho plaDI , t.Dd t ho nriaota aplOjed to 
mtet epeo1&1 oirowutancea . will be deeor1be4 later. 

(a) Tho act\IAl coot ot lll'odwticm ot tho article 11 de tor--1Dod 
( by teata &l'te.r •~t-itiie• prOduotloa t• a~t:;a· !h••• 

toot• are ooiidao ..- EO-t OYVI iht without 
dotr~t to the c-tr&otoro • roopcmaiblllt)') and tho coat 
acoountiD& _ _, .-plc>yod. require GO.._t&l &pp:'O~. 
and all &000\mto are aubjocted to so~t&l audJ.t. cer­
taiD ol-t. are ..taalQ< e.ueod llpcll u cocatitutin& coot 
tor the pw-poae ot the teat aod all o~&baoqumt coat cOIIplt&­
tio:so . Pixod coat 1- are 1Doll>dod cmQ< wile ~ho eo:str...t­
o r mea ca pital equi:~t. 

(b ) OD tho huh ot thio actual t oot a eo-called ' tarr;ot coot" 
' ie ~etJd upaa s:;:e:;;;:l the fu i!Diatry and the CCDt:raotor. 
'Nil8tarr;et ooit* adju.iG ibe aonn ooat of prOduefiii ibe 
teat b&toh for 1D.oreaae1 and d.eor•a••• whloh 'M;f be expeot·­
od to aoooapou>;y the productioc ot the r-iDinr; o~&tput =­
der tho contract with reucmably ottioient manar; .. e:st b)' 
the oontraotor. It p-orld.ea the point of' r efercce tor 
both the baaio price to be paid tho cont~aGtor fGr subse­
quent produetioo and ~or the dete~tion or his ·~us•. 
&I deecribed below. 

(o) !he •car et orioe•. whioh is the base 
€contrActor for hia ou~ ~t uooer e 

min addln COlt 
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the contractor abLre &:lt" aa:::IUD'ta by whi ch a ct.u&l coat• ex­
ceed ·~t c:o.sta . • 

{o ) ( '11:-tuall all llT :i:birt COD~raota I'O'<ida tor r n"ia10D 
0 the t&!"§e~ C:0SU &nd Of ta rset ~r cea I 0 d che..D§ed 
oonCfit{on.a -.lee auch rniaion appropr~ate . 1n fact, rert­
aion• bas:e:d u,.on s:u'biequf!Z'.It. t.eata ot' atn~ ltht-line pro~c­
tlon costs a.rs a..laort Ulli.TerA.l i n l art e oontn.cta. In 
eert.ai n ca.aea r....-i.s toc i s - d• a t atat.d i ntornla ot tiM 
bJt a .ore typical p ractice 11 to r•rtt e the • tartet pricH:t• 
a t •:~ropriat.e •-.,.tc.b• sta,a oorreaponding to !lroduoti on 

, acb act.Uu. n.. priDciple or a ·- Tin& urr;et" to keep both 
;>r-icea m d ~ro!"it.& i.:l li.::o and to • -U 'bomaa pa.y.unta de-

' pend O!l e..rticiac.cy ala:l8 ! • thua U1 • •••ntial r ea ture of 
3"r1 t-iah a.i...rei"'L~ • bo:=:u• ccatracta • 

!53 

... )"._.....,u..t:ic&l Ulurtrati= ot the operation or a typlc&l - · 
s~c.t rollowa a I!' the a c'1::al unit c oa t ot the teat • be.teh• were 1.100 , 
a.:! at rai •ht-ll.De p roGu:ticz i.DCicat64 rea.ao.aa' 'l• ~roapect.a ot coat 
:-o-ctlo:a , the ~t cort" tbr the nut batob aiY,t be lert a t 1.100 , 
ic rt ..,r 'toO -.lee i t posaible f o r the ccmt:rao:tor ~0 ertect &():lie . ..... ~. 

• . t!-:.)'.Jt -ru.t cii1 fic:ulty. 3ut tbe coutractor• a share or sa.Ting:s in 
* h • uay" r.t;ioa.. wo.::JUld be lildteci to 10'). M a t.• !n&s bocc.e .,re 
;, ~r!o"l t , the ohari::~ woo.ld b<t rteroed op to 20% and olt"-tely to 
~J • !h• • tarcet ? r i ce• 311¢ t..~ be aot a t 1.106 wh\oh would yield 
DC for ti.:..ed ? rofit. I t the eontrw.ctor • 1 a otu.t.l cott tor a sutoso­
;.a::.t • t.t cr..• were DSO , c ui ~ bonus ac.heclulo provided for his re­
: 1'1'!n; 10 .- o f" the !'in -t. s ..... $&Y"ir..(:; , 20 .• of tho next 5~ and S<>;' ot 
a..: :'J:-...he r ••Tl::t&s , belaw ~~·~ coat•, h it aha ro or sav ings would 
t ~.Ln: ~ i:.!} . (t'he a~ ? T!ee l'le r ·ecel ... ea would be 1.97-j- the • ta.r­
"l': !" !:.~• or M 06 a.i.nlls ;.a:~- W...i c..~ i a the Jcrvormaont' s ah•re ot the 

t \ ": :.:'!·"'a . ) On t...n &ctu:a.l .:o.s~ :::' ia90, therotbre , t~e c ontrac tor re·­
.. :.T· s t . :"Ol'it o : t.~ w!:.!~'" • :---!!!1s 7 . ?;: on h l a tu rnover . Rad hia 
a. .. <;.t..:, :~at • VJ:alle:d. the •;a. :-£_e~ ~at• a t JdOO, he wou l d h ave re­
=~!•e ... t !:e • t.&r!;et ?~ce• o :"" i:l~ . 'tot h h profit would hav e been 
· : . i..S, ~=- about 5 .~ a:::. ':::l:-:::on r. Sad hia a ctut.l coat been Dl.OS, 

..... 1:. \. ..... reeei'1'ed ::ere:-±.e:eas only the • t.art •t price• or ltl06 
. •• s ~-tht r<lo ot the ~• .. con o! lo5 I . e . 113-1/3. Eia total re­
., :': -.::.:.: tlma be iol~l/S a..-d ho would reep a p r o tlt ot onl,-
0+-l ' 0 ""'r;IIIJ 4;> Of ltiO t=f>OTeT o (J.n thlo C UO , 0.0 typioal!J, 
t: ~:ract.or be.&.N Q:w-thi.rd ot the t i rat ~ exceaa , two-thirda 
: r ';...c ~.:n. S;. , ~o. the .!tole or a a:y exe-eaa kyorui 1(1,( of the • ta.r­
£'tt .:oat. • ) 

2. • r.rtet• Prlee Settin( anc! Scmua Prm-1-
alcna in OTdir.a...-v ec-:rcial Contrecta 

ftte tir&-t. t.e:ntatiTe s-te? t owa.rda the a doption o f bonus scheaea 
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!.n airor&tt ocmb"aot. with prhat o tiru -• taken ~<bout 1927, tor 
the purpo .. or oeo~~rin& for the Air II!Ai etry any aninga -..sa in 
produot1o.a , and to l.nawe thatthe COD.traotor would not roap ax­
orl>itu t protito. .t..ltbough. tho ailaple arrong•ent adopted a t that 
tilte dld aot in 1taelt oonatitute a bcxlua aoheme , it 11 deaor ibed 
1n thio ll.Orou>d- b.eauoe it prortdod the .lir IU.nhtry wi th the 
bade proeecharea upan whlch bonua aoh••• were aubaequentl y denl­
opod• 

Thl o och- •'--1>17 preaor ibod a •>1•• prioe to be pl<id to 

!5-l 

the oontraotor aet ao a a to yield, a.coord1D& to Air Miniatry ea~ba~a. 

about 10".' on tun:lo'RT. The ecmtractor 'ftl required to re!\m.d to 
t he .U.r IL!niotry in their Cltiret)' all aartn~ aohl aYod below th.ta 
e•Jh'" prloe u ecape.red to aotu&l coata plua 1~ the ooatTa.c-tor, 
howanr, boro all rialca ot exceodlng tho oot aatod ooot OUid recei....S 
aothi.D.& 1D U.CNI or the M x1•• p:-l oe. Slnoe the aob ... JrOrlded 
the o011tractor DO iDOmtiYe to aini.al&e coot, tho objoct i ...., ot 
eoouring ottioimo)' md ainilllain~; air prooiD'-t coot ...,., not 
·tully ........ ed. 

Tho tirot - "baauaa ach-" -. adopted in 19~5. Tb&t 
'ooh- prortded that oartnr;o, dotorainod 111 tho anner deacribod 
al>o• e, ohould aot be retiD'Ded & tirol)' to the Air II!Aiatry, lnlt be 
oharod with tho ccmb"aotor acoording to a torllula rela ted to the 
t ao to or tho po.rtlcular o>o.ae. A typical 111otuoo 110uld b01 or tho 
rlrtt 5" rechao-t.i GD bela. • tar&et ooat• , the oontr&otor would reoeh·e 
l0:C1 cr tho next 5,: reduotiea~ , 20J'l 11hilat or aartnr;a in axooaa ot 
1~ below •tar,et coa·t • the cont ractor would r.oei"fe ~. It the 
oontraotor • s coat e.xe...S.ed the • tar, et coat • he a uttered the entir;e 
l oll beyoad aa .,., . .. ot l <ll' with a scaled aharing or exceaoeo up to 
that llal t u indicated abon . lD thia aa 111 la tor bema& ach­
•tar,ot coat •" wvo tilted to perait - aartnga at the lOJ' abaring 
le•tl , but 1A orde:- to earn baaua:ea at the h1&f1.er rates a oODt7a.ct.cr 
~ad to be omopti aaal!y etticict. 

Tho rcrogoin' ropre•oots the de•elopod p~aotioe aa it ~er&ed 
!.n 1938 but a lnce , u 1n the earlier period, 1935-1937 , t he pra&ry 

t :one om of t ho Air lll.Dlatry n.o t o L•u ure prori ta.b1lity or airorU't 
production dtepite cca11 turnOTer, ~he ..xiaum price ... so fix6d 
that when the bona. .,... .,;!dod the contractor would eara about lo:( on 
t\trftoTer . But at that tl:le the oontrutor c urled all exc••••• ot 
coot boyocd the -.x1.11- target prloe. 

About l9:SS the v - tly incr eased t uraonr or the oODtrao>ti:lt; 

• 
I Regraded Unclassified



- s -

a i rourt tir.n.s ll'l&de it possible ud des i rable t o redvoe basic n.tee 
ot• p rof1 t on airer&f't. ccntrsct$. Prtc·es and bonueea thoush deternined 
en ue &l.::wl pr ir;;oiples a s e-arl ier , were not fixed so aa to vield 
.,; t)·, !"tllonably efficient :.&.:l.a i:,e:.ent , about &% on t'.trno'Yor ... The ' • ta.r­
•t. ~ rice" was set a t a bout , ..; abo-.a " target coat." The latter ... , 

t• xed t o to ~n&ke it f'a i rly e a sy for tho contractor to reflllz.e 
, ... !:.;s ou!'No1ent to :.·'!elChb a.n addi tional ~. Only by exceptionally 

:.~Jient O!)t rt tion .oou.lc: ~e ~. s&Yin&a au1'f1o1ont to brins hi s 
z:r:!'it. r::uch above &;.. 

!y the t i :. the '1;1::' be;a.::. the turnoTer of •1rcra..ft fir=.a 
n: lt~ r""'O • • t~ aU.:e e"'E=. ~ ::J ~r:>fi t on tumo.er u.n._--:ecesaa.r lly 

,'! the aprl ft& of 1:3~ L~ e!'!'cr t a o f the .Ur JUnistry r e ­
j.:ttc! .. ~ a ayste:1 Nrl - ?: .. t.a=-:•~ OC! : s•. •ta~et pr ioea• and 
t""'!'t'JI ae"tedu l ea 10 a s t .o yif'lC a =ax:i.::u: ot ~ on turnover 1n 
t xceu of nomal ::early ea.r=•-!• • ht:.t thia oDly rewlted where e.x­
ee;:no:al ot~: ff1o1ency ope rateC. a.:..d the cont rac t or owned the c.api t&l 

l ' u ta . The f i xed prof"it ele=-::rt o f th.e •tal"&•t price• waa sca led. 
Cown to ~;: . 

AI. exr l a ined abaTe , • tar-ret coats• were a <ljuetable by •&re•­
~~t should changed cost ccodtions m&lce them. obaolete . Purther­
:r~Cre , except on E!!All co.ntn.eta , the Ur Jlinietry early a dopted 
th~ po licy or adjusting •target costa" rather tr·equently to insure 
t!\at i) r icoa • bonuses , and t:.e t-?-ta l pr ofit a ot contractors r .. _in 

,:-,.,s .. nt.blo . L"'\ l&r€0 cc:rtrsc'ts rev hiona were etten aade about 
-:~..ry SOO units o f output; in s:o::.e C&IOI the reT111on waa a lmost 

• ' r.tinuous ~rocess due to f'~e:lt ol-..a.tlt•• 1n apeeir1.ea t1ons .. 
.... :"'G:-~'~ ! arr~-e.:::'!:'l.t f o r ?e:-i~dic re-viaion wa &, hallrl·ever • incor-

'""t_,,.. ~~ cc:'\tr&e-ts v!th =:-:t. is!: ~ir-s . The Air !!inl atry and tbe 
a.rc rart !"!.r::c had suf'·fie! e::.t ~eorlence with, u d oo:"l!'1de~ce in, 

a.:l'. -th~ r so thAt tnto r:al ?r:.:~~!"tl 1rere oonaidered sufficient .. 

1::. a Ytr>~ r eee.:rt e :::: :"''.Ct ~et-een tho Sri tilh .A.ir k1niatry 
... ~""!: :"! e&n fi~ .. the !::'l:ea.i lle :o;:pt.ey, tor t he pr ocure=-ent or 

' I :'t 'U..'":& , a ro r=aJ. &..~e::en-:,. !'or a.cljue table target price 
~·! .. s.-- : bo:wt deter:rl:-..a~!.e:: or.. t. so::tn"ha.t d iffe rent :: ric.ciple , i a 

~~ . ~!. 1 a r..-a.ntece=.t : s eo::s!.C:ered oapecie.l ly a,propr i ato to 
" '"" "k" :h t~ .. e proc:u...""e~.t •&~~cy M ci the contractor ha"Vo had 

! - .... j 1Xjer 1er.ce w!.th each .-,ther• s ::acthoda. 

Tl1 .. :!oudaille oo:J.t" c t. :- r t.videa th et the a ctual pr ice ~id 
·'.c. CO:'lp&.r.J be eet for each :;-.a.:""te r-yee.r &I follows, !;Ubject t;') t-M 

"'": •: t'""· in 00 .;ircu::.see: es wi ll • price o r tt.oro than $ .350 

•s­- .> 

- ~ 6UD be pdd t Tho •rlan= ;u-ico w!Uch rlll be paid the c~ c!uriDC 
•. eh qu.artul.T period 1.s equti to tho actu.t.l coat or theprerlaua quarter 
; .r, plua a fixed -=taeturiDg r .. ot $)4 pe.r ""'' pl1la a tiDd royalt7 
;.,..blo t O tho Colt ~'V far tho U.SO of du~. Sbould tho C<aJI&'V 'S 
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cos~ plWI tl>e fixed fee plus the raraltT in llll:l cU1T<IIlt period be beloor 
Ibis •ex•••• price, it recoins ita~ co.t plWI fee plus raraltT­
txcep~ for UJ;f adjustment <111 accOQDt ot the banua described beloor. 
Should , however , ita cost plus fixed fee plus ro1"1t7 ri .. abon ita 
o&XiJIWI price for tl>e current c;uart.orl7 period, it roceina ,..­
le .. , ool7 tl>e mexi••• price-plus bCIIlus, it UJ;f. Ito act~ coot plus 
fee plus royalty i·or the current period tl>ereupoc becolll8a U>e • xi­
pr ice for tbo e.oO\Aing period, e.nd tl>o ....,.. proeed11rea obtain for deter­
oint UOD of the price paid the C""pel>T dllring tl>a t period. 

Tbe abc.,. proeedllre b7 dlich besic prices are detonoined 1a sup­
plemented in the Bowla.ille cmtr&ct b7 tl>e following bCIIlus a~: The 
bUt for tl>e banua 18 the fixed •xi., price Of $3501 rego.rdleSB at 
IUbsoquont costa at prod\Actim. tbe emtr1etar reeel-oea m~uart.or at 
&1J3 ~t b:y which b1a act.wll cost. of prod\lctim plws fee plUs raraJ.tT 
1..o 1.1J3 qwortar falls beloor this $350 •xiem price; tl>e r.,.e!nlng tl>ree­
q\llrtArl o£ tl>eoe S4rln&S are retained b7 tl>a Briti.sb Gcrre...-t. 

Tbe coepoA7, therefore, baa two cCIIltinui.Di inceot1na t.aesrds 
e: ,.,omr: first, ita 2~ share ot &A:~ uw1ngs M.do b7 producing a cun 
n a coot below $350, and second, tl>e tact tl>at ahauld its costs during 
U>l period riae &ben thoao for the prerlOWI period, its beae profit 
clllrl.oi that quarter will be correspcw!lng)r reduced . 

) . Target Price S!t.ti.og and Bonus Sche~~~ta in 
"Aircraft. SbAdo• Factories• j/ 

Tbe t:yp1eal system described in tbe preYioua aectim was applied 
rlt.bout !'u.odAMntal alterotl<lll to prod\Acti<>D in tho so-<alled •abed.,. 
foctories• 1 government plants CCIIlStruCted and operated iJT CCGtraCtors 

u gove.......,t agents. 

!5G 

Tbe origi.oal shad.,. ractorr agreeuot.s called tor construcUan at 
t~• ;>U.Ats and a stipulated output. of en&in• ccapooants, angines, or a.ir­
!'n!:.es. Later cmtract.s canred furt.bar ;>r0<11lctim b7 t!lese factories. 
!o !>oaua feat11rea n re included in Coe coastruct.im ccntract.s, which si.llplT 
;>:"ended for paJ'D8Dt of fixed cmstructiOD fll81 r~ proport.iO<led to 
t::t she of the plant. Yiit!l respect. to ;>rod\ACU<IIl, however, a be.sic fi.Dd 
!oo, proportimed rol18hl7 to the expect.ed cost o£ autput--orig:l••ll 7 to the 
costs of prin.to firma which produced 1detieal aircraft prodw:ts, bu.t. 
later to costs as renaled b7 shad.,. factor aperio11ce-was suppleDeDt.ed 
l..o ...U shadow t ector:y cmtrLct.s b7 bo<lua sch-s. 

b in the schemes used in c-rcial cmtrccts, the bCIIlllS f or 
efric1eot lllMSgement was belled "" the re!Ai tim between a • terget cost• 

Y For a f'uller doecriptim of the Bri Us!l •Shad.,. Factory" schue, see 
•Tbe British SbAdo• Factory Plan", Lincoln Gordm , S!ptet:ber 4, 1940; 
&lao "Tho Br1Ush Progr&JO far J.naJ>eot Plant Expllnsioc, 193~19)9" , 
1. s. krle7 and 11 . s. B. Laq, October 21 , 1940 • 
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<~~~:t: i n thole contr acts a • basic price• ) and act~al cost of 
:)r; .. .;C ion . Thi1 "' t.a.rs et cost• di d not i:1cludo , c.e did "t&rget 
i:~c'" in co::cer c1al co ntracts , • profi t l toa , airlce tho --o-vern­
:cr.· ... o.!"v:O fl.ll capital and the contTactor recohed his basic 
rc-. .::o: .. rGt\on Sn tho f i xod foe ::wntionod abcrt'e . Por the aa.me reason 
"~~r-!lt., a.nd a.otue..l costs did not innluc!e N.:zod coat olo::.onts; 
·!': a:.d , ho:.over, include costs oi" labor , =• torials , inll.&rMee , 
:..a~nte:.~.cv an J other operating exp~nsea . 

Procedu re ror the d~te~ination ot t~e • tar~et coat• waa 
If"".. ... ~r. rociaoly in -ehe cent:act .. lf thoro ...._, ~o dif't'iculty 

I_ .. .. t.·A.: .... n • ·r~ e::..ent . "Vlr6vt. co5t • qa to be baaed on the actu.a.l 
:; .. :. .:f t f 1rst •t.tch• of' atenty- ti• e p lane a o r en:-i nes ;tr oi.uced 
., !'-':;a" strai~t-line .tJt·oc·uc~ion ,.., r .. ched . Shou.ld the Alr 
!1n1atr;: anc;: the contractor be u_n.able t o a.cree, eucceasl•• • batch.es• 
~l .. twor.-:.y- f'~ ve uni ts. up to J~ve. were to be run orr, the fitth 

" •t:"'"' t' he a a?p~ed f'o r ta.r~et coat aot~in• it ~rior • r r ee:ent 
t., .. G4t be"& obt&j net . S"nould no ag re•ent b4l roe.ched on the basis 
oi' t.i'lt 1. .. i1 t h "bat c h" • there was reso rt to erbitn.tlott. Thll arbi­
tr-H r .• ru vnv ptt r &on a r,r eeci upo:~ bet-.-een tho Ai r llnistry o..nd the 
COQ?a~, or , 1n default oi sgroe~ent , 3 porson to Ue appointeG ~J 
tt:(. l o r tl Chie r Jut tiC(. or :EnEla nd. 

':'h1 octut\l co&t or r r oc!uction .... t heJ"6&ttor obtained tor 
._,"" outrut o f o.~ch tour-week ;-eriod. Tho ocuttractor was : h·en 

1er" ... ! t ln ~ sp1oi•l "bJ&LUI accoUl\t"' tor • s r eed pereontar:os or a."ly 
6.~.1'1"\tl by ,.t- \eh his aotur.l cost C:urln- tha t ptJr lod toll below 
• ,.,r,..ot coat..,. for tho units ' rot!uced. Con•orsoly, the contractor 
1ft.S tot..~ toe! thto. Stl..Lb oroent&-:;es or ar.y o:a:ce~• ot' actu~l cost o.-c r 
• :.ar ot cost ." At the e-nC. 'Jf tl:.e c~tract. aey net amount sta::<ii.ng 
t .... tr.., cr~ci t of tho ~ntn.etor in the borru1 account ...._, :)aid to 

-. a:: t. ren:-c!. tor e fficient a.nd eeonoaical operation . The co:n­
·'1:~ "'r auJ' !'ored no loss of reve-::t:e should hi a a.otut.l coats cws r the 

f! : ·:-..e .:.ontract e xceed • t.rt et oo•t• . The tixeci fes wa$ thus a 
=-··- J' 4c.ra.."\teo to the e ontrector. 

~· :"f-ClO!' .;~c :"'ici incr e t. lic£ perc•ntaces Of "tt.vi~'l• 
as ~4 •'v!n s rel~~~ve to " target co5t • i ncroaaed. ln the orig~l 
• IL; oJ :t.ctOr:J t.'"'reements the contract o r recohed 12~ Of the S&rtn ;_s . .. 
·P -:: a:i •nC"'.mt v.h ich , in the cas& of ai r i"rwtea , reproaentlfd about 5 
or t$ ot th e i r o r iOI'inslly estit.-wt&d aotut. l coat , a.nd 17~ of al l 
~ ... r ti·.t:r l t? 1n~·5 . The se;, porcenta~os , •• • • 11 6.1 tho be.aic oper e.tion 
· s , .._ ... r o r t..•u.djuat.ed down"'\'&!"d in la. t e r shado-· factor; cont racts. 
b.· t: .. !Jr 1nc1pl• ot pro£_ressio'!l T1!12&1ned tho sa=e. Althou!;h the 
or .. ~ .. ~•l ahaco'"' ao,reenw t& eonU.. r.oct no arr-n_:ocent ror :>er iodic 

• 

157 

Regraded Unclassified



158 
- 8-

roTidOD or t.bo " t&rt;ot ooort" . it waa -uoecl that it ohan~oo 111 tho 
cost ot • te.rlala or wac••• or other taotora not relat,od to the ocm­
traetor ' l ettioimoy ot operatiaa, ahould ~~ tho •ta.r,et coat• appeez 
unfoir to oit.b61" put)", it .-LI bo ftl' iecl by a~rooment to giTo ortoot 
to s uch ohonr;oo • It -u-t upoa ouch roadjuotmont proTOd impou iblo, 
r·eaort to arbi tratioa ._, prorlded. 1o lat er ahadow contracts the 
•tusot coat• waa r e-eet tl"ca tiDe to t-lM, otten at-tor each 300 \mite 
or product ion, by new teata or the coat ot lU"Oduoin& additional " b&tohea.• 

T'ho oo.ly •••mtial d1.t:te:reacea , the, betwee the bonus ach-ea 
used iD o~rot.al contract:s &ad tbose uaed in ahadow factory 10"••­
=-t woret (1) In t ho shadOW" factory aoh .. o tho b&alo rOIINiloratiou 
o! :he coatTaotora ..._. not ti.xed by d.etera1.nin& a • t a.r&et prl.oe• a.a 
1:1 ec:a:u.ro l al ccmtr&ets, but -.s a ne~tlat~ tee proportioned to 
.. t ,.tecl aoo t ot prod-OD~l7 to t.bo oooto or oiailor 
.,-oduot o produoecl by priTate tir.u, but later to tho oooto ao ro-
.. .tecl by shadow taotory experiii1Co, tho oolo uoo or tbo "target 
.:-oat• dnioe wu to help dete.nai.De the &.D:)\mt ot bonua whi ch would 
s~~ppl•oot t he tixecl tool (2) 'lhil cletvloination or ooot wao sillp11-
fled by tho oxcluoiOD or oTOrh- eoat i t.ua ( 3) Tho UIOIDlto by whiob 
aot\1&1 coata exceeded "target cost.• ....._. debit·ed &&&inst earned bonue, 
but the contractor auttered no loss or income it, o•er tho lite ot 
,he cont ract, actual eoato ..,... higher then • torr;ot ooot" r- (•) Pro­
Tis!on ror arbitration -• tor.all7 agrHC! upona (5) The aohodulo 
!'ar the ehuing of' aarlnga was less ela.borate . 

11\e importance or the boo.ua proTilion to t he net income o r t he 
co:l::ractor l a indi cated by the t azt t!la t , 1n t he or iginal contract tor 
~:;e production ot Bristol Bl e::U.e.b balabera , a r eduction tn actual coa t 
:!' even 5% below • tar~et cos·t • ra.iaed the oont ra.otor• a profit on turn­
o..-cr rr- about 3. Tjo to •.&;(. Sho:.lld coo to bo out by l o,C tho profit 
:: t W"l\o.-er would be 5 . 8)(.. 

'"'• a ooTe met hod or ·~et• coat aettln& and bonus pe..yaent s hae 
::m: izlued I..D oporat i oa I..D shad- ~tory eODtro.ots oilleo the ori~;I..Dal 
' -:'I C.,t ·l , t.l tho~ the f'ized tees h &TI bee veatly r educed 8l1'.1 t he 
• t a:tet co a t s • h&Yo been auccessi n ly r eadjuatod do1mward . The t otal 
rC".mt~rat1on ot the eoatr-ac tor, which in the or l&inal as r ea ent amounted 
~n about 5 to 7%, ha.s been r edu:.ed 'CO about ~ on turno...-er . 

4 . OUtotondizl!!i Leuono o~ Bri ti,._.., :;:.;oer ionoe 

ln the oplnion or British Air »iniat ry orr1o1&la tho following 
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...... . ... .. ....... . 
w~rtant lettona hATO tHten learned from thei r experience with "t ar­

r.ei price" and ~onua• eohemeaz 

(a) BOIIUI scb-• a ppl1o4 to tho p~oduotJ.on of a.ir fono requlro­

l ;::mto are hir;l>ly uooM iD oooo"""~ ecoo~ and roduc~ 
Alr MiDistry oos~a . they han not boon follDd uaoM 1n ooo­
noct.io.D with the caa.atruction ot &irc·ra.tt plant• on &o.erD­

cent account becauoo of tho impoaalbillt y of ualnt; actual 
experienee aa a teat to deter.ine coats ot oonatruct1on 

(b) 

( c) 

uodor noraolly ottioiont manase .. ot, 

:tecotiation. of contre.cts arul the OOlllmeDcaDSD.t of a ctual pro­

duction are accolora- by the lcnowl•4• tbat prlcos wUl 

laWr b'" dote.-.i.Dod at o reuoaal>lo lnol by the tart;ot ays­

to,., Tbo oddition of bonuo •ch-• tw-ther facilitate not;o­
t1at1no by auurlnt; tho contractor that be will baootlt troa 
all 1Acreo..see in oi'flclency 'Which h.o may au'baoq"*ltly develop, 

,Tho British A.ir l.U.Aiatry cODS idert tbe we ot bonus achellll8a 

to eoeo-u.r&£0 speed inadvisable. They feel tbe. t contractor• 
c&n be relied u- to speed produotlcu ~mdor the atiJNlua 

ot aharlns of ••Yin&• and thot to po.y pure boouau tor early 
dolhories to prof1t-lll0k~ corporationa would load to lal>or 
unreat, 

(t) 6on~ses £or r eduoin& costs need not be complemented by pen­
alties for 1'ailure to attain ooon""')l. other tbao liability 

tor rha.rln& of e xc.sa costs beyond. tho •tar~ot coet•. U' 

prl~s are detenU.ned. as in the tutet syateA, in auch a 
way tn.e.t contr actors' profits deol.l.ce as their coat• rise; 

(o) ( 1:o bonus scheme doalr;no<l to oncoura&e OOODOIIIY io an adequate 

suba t1 tute for a ao\lDcl mthod or f 1rl.~ be.aio pr1ooa. on goT-

• a:-ucaent p:rocuro~t contTacts. Ia. tact. Brlthh A.1r lU.niltry 
IXpl r 1ene41 indicatea that th.e efficacy of bonua achemel de,­

aipoc! to Jr"""to oconoc;; and to prn ... t UDjuatitiod prof! ts 

or undeserYed loaaea to contrac·tora requires • DOthod or th­

in& b a&O prices wh ich accuntely predicts tbo act.lal coot 

or strai~Pt -llno production under roosonably off1c1oot con­

dition~ . 

( !'} 
1 

l-1: the absence ot adequate ooat precedents . the " t.a.rtet 

e~at• and ~l)Ot price• syato-, UDder which aob.aal ooat 

exper i enced 1D prod.ucin& the cootract.ed. -.rt.icle 11 obtd..a­
•<1, h the boat Mtl>od by which pr1coo and boouaoa OD oJ.r­

cnJ't pr ocuroae11t can be determined. Tho ad:Yanta&•• ot 

ita use • Y be •~1&od •• follows a-

• 
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B)' buin& prlceo upon actuol cooto ot production aoc1 
by praoidin& for their periodic or oantinuouo reTi­
oion, it 1nouroa that tho baaic profit paid tho con­
tractor 11 cloaoly related to 1\11 actual coat of pro­
duotiont 

When oomb1nod w1 th a bonuo eohoM, it 1noureo that 
thio coot or product ion will be •• low aa dilitont 
IIWIIo(;-nt can malco it 1 

(}) BecauiO the bonua, which is an inte~;rol po.rt of the 
tot&l romuneratioo, is baaed ~pou an acourat• teat of 
h1a coat conditions, the oontra.ctor •a total rem\lnora­
tion will depend upon bia efficiency and not. upon tor­
tuitoua oircwutances beyond hia oontrol; 

(&) • To reap full benefit tree a bonua or "tar set price• aye tan, 
\ the f>O'OOrnment :~uat include in ita co ntract practlcol pro­

' •111one for rerla1on ot "-tart et pricea• at f requent inter­
Tall of time or proc1vot1on. Definite r·ortaion prOYbion.s 

I are particularly adTiaable when the ,;~e.......,t procuromont 
• seney baa limited oxpor~onco with ouch oyatomo or with tbo 
t~ ~or oontraot ; 

(h ) The auoce aa ot m y bonus scheme, e.a well e.a of th.o "tart et 
.( prico" system, require:s an adequate ayatom of o.cooWltin& 

pr otcribed by tho Government; 

( i) 1Govo rnmontol avorsig)lt (but wi thout dotri.ment to tho con­
t r acto r•• responsibility ) of tho production of tho test 
batchee , upon which target coat 11 baaed, and adequate 

• auditia& of contractors • acoounta, are ea eential to the 
IUCOoell Of Ut.y bonus Or "target pr ice" lytt..m; 

(j) The Brlthh Air la.niotry boa found it adrlaoblo t o set 
"t•rtot co•t" •~triciontly hi!P to peno!t tho nor.oally 
lffiolent contractor to realize IOCI.e I&Tinll bonus , 
but to consider such anticipate d bonu. 18 c•lculot1nt 
the "t,arget pr ice." 

(k:) If a.n elaborat o sub-contro.cti n,: ayttem ia developed, t he 
•~me "bonua" emd "target price" sya te.ma employed by pa­
rent firma ca.n be l noorponted 1n asroemeots with sub­
contrf'otorl . 

( l) The Exceaa Profits Tax a pplioo a cha reoeblo rate cf 1001. 
to all "eJtceaa" business profit• o&,rnld ainoo April 1. 

1
1939. The incidence of thia tu boo Tir tually null!tiod 

, the inoentl•os to econ01!4)' proTlded by "boou.a• achemes . 
Howe•er, bot h "tart,et pr ieea• and "bcnua" ayateaa ha:ve 
been retaS.O.d. u tbe best. &1'ail&blo :d&nl of directly 

~ control liD& oo1t1, prices and proflta. 
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SE:CTICII 1J 

1. Cor>traot l'rocedurea Uoed 1n 
thi Pi"'cure.mt of &me. 

Boa.ua ach ... a ba.Ye not been uaed 1D the proCW"-.Jt at the ( 
orclnu>u r eqld.r .. nto or the Britiah 'l'ar ottice or the Britiah A<!- • 
airalty, their uae ha& been oonaidered -ONO&r)' tor the toll-­
illE reaaona • 

(a ) Th.e 18Mnae experience with the pro<luctlcm ot all tn­
ot ordnance, -.a•ed 1D. the en-eral Go9e...a.nt ~ 
taotorieo, prOT1dod tbe procur-t ~7 witb ...s.q.ate ~ 

data oonoornin& tbe coot ot prodllo1Jic th .. e ..,._te, 

(b) The whole prodllotlon oy otea '"'' baaed upcc elaborate pro­
dllotion "layouts• {charta , photop-apha, ~·· bl\10-
printo, opeoific•tiona, and 1net!'llct1ona) wh1 Clb cloaely 
oot"-ted tho emollllt of -teri al and tbe maol>or or .., 
and. aachi.ne hours required in tho producticm ot e..ch ca.-. 
ponont part, and tho probable coat tberoot1 a cl>eck ~ 
.. thode, output and oosta wu • d• at trec;ueat il:Jte~. 

(c) A larr;e n.-er ot expericcod t i ..a capable ot -.li::1nr; 
orcln&Dce, acoor~ to the aban •tbocl•, w re a.a-.l.l7 
&Y&ila.ble. Suoh tu-.a, aotin.s •• p ..,-..ct tlr1a, t'~d 
tho uuclei or a larr;e allboontractin('; oya~ each tmit 
o r wllioh ... capable or oatiafactory prodllcticm =der 
th.e oyotea -ntlcm.ed aboTo . 

t.ccordin&}y, th.e oclllj)Otitln tender oyatea wu practical u.1 
aoct caaee &Del h&a continwtd 1n ~fulllra.l uae up to the }re sc.t "-' 
1n both War Office and AdJAiral ty orclnt.Doe p....--t -tracte • 
Altho~ tlloh contracts otlplllated a tixod prloe, tbey a.t.oot bl­
•ariobly inoll.lded an e s calator clallae wllieb proTldod tor .-.rloi""" 
of that prioo ohould thooe oooto beyood t he -trol ot the ccmtractor 
cl'O.nr,o . Tho baalc profit 1Dclllded 1n th h fixed prlee was r..._rly 

• 
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.-lOll l.a - a..,-~ - tea tld.a prottt 1t.. baa 

• _..,-, - ~eel oiaee ear~ ltD to t- l~la. ' 

-. ~t oc.p.t!Uft b~ -.. l.ap-a.oUaablo, *­
tU upui-e .,r &VOW t ara.>alo -.a DOt O<lllYlaOI.Dc. or -.ra 
• ru. -... .-to- a procl•t 1.a u.. ,..-u ... or 'llbloh 1t 

~ Utt.le or - _,.n-, the toll~ .,.._ ot "tar~ prt.e• 

~ (DOt, be ... . ~-- ..,. ---· • b ) ... _, ... 
:l>• coot ot a - batalt" -.. 4•- br7 a tt.a- coot~ 
or 1u promactlca. no. - t -... ,... 1.a ---· witli t.te " l.qoawt" 

prc>ri~ed br7 - &<>•• nt aro...U 41114 I.Dd.,. the e looe l.aal>OOU• 

or ....-! officl.ala . the oon or uu. batch baYI.a& - .... -­

~. 1t -... _....s - po .. lble witt a "be~ eoat baoa4 -
±c a:perlec• or tb• &O•• t ara.:aa1a. lt the CCIIltr.ctor' a ..t 

-.s, 1a u.. o:p1zdaD or the JII"'O'Iir~ o:tt'ic lt.l.a, r• ==· :blJ' b: u.... 
witll tto ~· - rau-b)~ U.Uca tiTO of' ---t coat ot pro­
t,.,UaD, • Nxed price, baaed cm ....-alt. ot tt. teat, -.. adopted 

!or .W..-t ovtpolt t or the c tiro Ute of' - o ... troet. Ao 1.a 

<Ia --to lot br7 t.d_., the prlee wu tbecl oe u to yield a 
~ parc.c~•• ort c 1n el l7 about 10!1', aa. 'b:zr:loTU, bc&lator 

c l..al>an _.. li.lt.-1A• l.aoluolad. 

Sbo.alc! the -ta -- cwt Ida - bel- -t - wbioh -
!rle•-.. oat, ba raat>ecl tbe oat1ra boeattta ......._.~. obc\11.4 h1a 

eo..ta be ahoft tboao antio i pat.l, he a.t1'.-..l tiM • tlr• lo••· 

2. Ccatraet Proo- !.a c-­
nrw:mr Ol' c..&rm:&. 

lD ecmatnoctl..fte ooooo o.t the cc-to tor U.. Brithll Al'>l!r. 
on uteopt -.. - · to app~ tho tarr;et price ad -o• ~ 1'1oo 
tollowl.ac paravaph8 &.- tho lh1nl S.port of' the Sel .. t c-ittoa 

"" Jl&tl...U ~tq '" 11 t>lro, prl.atecl ~ T, lKO (pp. T-f) outU.ne tho 

- - tho reaa..,. t or i ta ~t t'&ilaret 

• the ccct:raota: tor these ~. ~ u ' tartd p:-ic.e 

CCDtro.cta, • pTO'ri4ecl tbet - ecm..-.etoro obc.ald bo po.14 
( a ) act:u&l ad n .. M OU')' pTb• coato, (b) a tilted tee cal­

cula ted. ... a per omt&£• ot an e.ett...ted cost and co,.e:rl.rt.l 
C>Terbea4o , pTOtita and the u.e of' c orteiD teolo , and (c) a 

bcmu. ca eny oo.YI.a& t1wy ,_ceoded I.a. .al:in& OD tbo tarpt 
f"1.ce. ftle tart;.t pr1.c• ~ poTbapo bo best dooeribed u 

' "" a.tljuat.d prie• ot a prewi.CN.O ••tU.tc h&~ r~ to 
local eca41ti-• ODd the coat ot l.abcw".' IU porpon -.. 

to me~ 00- I.a. bod.l.U..'- br7 ~ • r • .aOD&blo 
bulc oa-tecl ooat, ouch u - \11.4 cable a ocmtractor br7 
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the exercise of care, energy, and a'blllty , to red.uoe t-hia 
bulo or t arget coat and thua to e&.r'tl a. bonua . 

•Thta theory has proved entirely unworkable 1n prac­
t ice . A• tho coat of labour and mater 1.&1 varied ao exten­
s1 Yely, tho actual t.ar~;:et pr ice could not a lways be aaoer­
t &lnod until t ho .ork -.s approaching completion. Tho Sub­
Cocmitte~ were inform&d that tho syetom wao adopted in order 
~ t1nd out t he theoretical ooat of a o&mp under certain 
aoeo ified conditione, but , aa t hoao conditione rarel y pre­
-.11, the tor~et price bocouea of little practical utility. 
In offeot , tho 1Dcentiv-e to ooon~ only oxlata aa l ong e.a 
-:he ocmtraotor has a pr ospect of' earninc a bonua . Although 
t.he dl•er&cmoiea between the ori«in&l oatiln&tea and tho ti­
cal coeta are at present unl::nO'Wll , tho s:eneral indica tion ie 
that. the l a tter will be &reatly lD O:J:ooaa ot tho eetl.a&tea. 

• n o Sub-C..,..' tt·ee consider that t he f'a11W"e or the 
t&.r«)at pr1oe syatm and the r eeul tint; inadequate r etW'De 
to contraotora han l ed firma to aooopt more work ( invol­
rln& r- oxtra onrhead char&•• ) than thoy could offoctiTe­
ly d..U with, and that t hia haa led to ..uoh inconTenienco 
and dol"¥• They do not think that tho auporrleion of work 
haa beau etteot1Ye or aat iefaotory •••• 

• s 1.aoe a peed i a no longer the dolDinati.ng factor t a 
atront;er l.n.oentin to eoono~ may now be prorldod by ob­
tainl.n.& rtxcd price tendora by competition, oubjoct to aub­
sequeat .oaa\11"-.eot. In order to induoe t irm.s to tender 
at re.aonable prices under exiating aonditlona t •variation 
olauaea • are Included 1n theae oontl"aota by which t ho fixed. 
coatract price aay be .arled up and down attar the date of 
accaptanoe, iD a.coordance w1 tb clearly def'1ned .alterat l ona 
1n the rat·• or wages and the me.rket pr1oea or mater lela . • 

l . Cc#.."\tr&et Procedures 1n Ship Construe­
don and Repai_r by tbe Adiliralty . 

So rar aa we have been able to aeoorta1n, no bonus schamea 
or " t or ;ot price" mechanisms have been employed by t he Admiralty 
tn contrac t lng for the cons t r uction or ahlpa or thei r rupalr. Con­
tr~ttl ror ahip construction h&9e traditionally bean let on a com­
t•titi•e tender basis and t his aystem rcncrally obtains at the pr e· 
~t t t=o. During the first year of World 'f'lt.r II , because of short­
, •• or t!.me and r acilities the Admiralty has uoed variouo types of 
'"coat·olua" contracts , but' tho Select Com.ittee on !le.tional Expen-

• 
Regraded Unclassified



\ 

- 14-

diture h&a reco11tly re.._,.dod that tM A<~Jir&lty renrt to ita 
traditioll&l tixod pr ice contract a)'Otoa. jA. 11ore OOIIPlete dio­
coaa1ol1 of contract prooeduroo traditLoaally and roce11tly .. ployed 
by the Adllliralty 111 t.M ccmatruotion alld repair or al\ipa 1o ool1-
tainod 011 P•&•• 3-5 ot the Snenth Raf25t ot tht Soloot Coaaaittee 
en 11ati011al Expenditure, prllitod JWl.o • 1940..7 

1.64 

Regraded Unclassified



• 
ALLISO• EJIGIJFMR(IG CCIIPAH 

Del1Yer1ea or Airplaaa Ens1D•• 
("-· -

liC ':UA..,.t .. : 

;anUUf· • · · · · · · · · · · • • · • · • • • • • • • • • • 10 
JJ-1 1 - June 1 •••.. • • • • • • ••....••• 15 
June 2 - 29. · • • • • • · · · • • · • · • • • • · • • • 31 
June 30 - Ju1:r 27. • • • • • . . . • • • . • • . . 50 
JlllJ 28 - Auguet 31 .. ·........... . 91 
~;eober 1 - 21!. • • • . • . • • . • . • . • • . • 2Zl. 

;ep;e:aber 29 - Ootober 5·. . ....... 119 
Oc;ober 6 - 12. • • • • • • • . . . . • • • . • • • • 

61
73 

Oct.ober 1} - 19 ••••••••••••••••••• 
c~;ober 20 - 20. .. • • • • . . . . • . • . • • . • 113 
-..lOber 27 - NoYellber 2 ••••.••• • , • 80 
Jo•O!lber 3 - 9 • · • · · · · · · · · • · · · · . • . • " 
Jonaber 10 - 16 ••• · • • • · • • • · • • • • . . 119 
Scuabe r 17 - 2} ........... · • . . • • • 19 

Jom:ber 24 - )0.. . . . . . . . . . . . . . . . . 56 
l)oe~er 1 - 7 ••...••.• . ..... •. .. • ~ 
Deceaber 5 - 14.. • • • • • • . • • • • • • • . • . oo 
Deceaber 15 - 21.................. 71! 

22 - 21$. • • • • • • • • • • • • • • • • • 52 
29 - J&nUIU'T 4 .... • .. .. .. 2 

laoU&r)' 5 - 31 ................... . 
Ttbru&r)' ........................ .. 
larch • •• 0 ....................................... . 

~rU ............................ . 

Iq ••• ••....• ...•.••. .•. .•.......• 
iue .. .......................................... . 
lal.J •. ..................................... 
~t •... ............................. 

Sip tuber . .................... . ........ . 
October ••.•••••••••••••••••••••••• 
!oTeaber •••••••••••••••••••••••••• 
Oeeeaber •..•... .. .• • .•••.••..••• •• 

~~= .......................... . 
larch J • ...................... ........... 
j;l!"ll: : : : .............................. . 

• 0 ...... 0 ....................... . 

. . .. .. .. . . . . .. . . . .. . . . .. .. . . .. .. .. . . . . . 
tbe S.ore~ or the 'freuar,­

·•••n'o" or R .. earoll ao4 8taUaUoa. 

# 
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mtm!'$ C7 l'ft!tC!.Jml PaO~'I'S, S:iUP DOt AD S:!.U' !!DL 
~ ~ tlll!D !!- !0 JUJJr, !t11SSU, SP.t.D, AD ?.U! 3!I'!UJ 

~ S!!DYI 3T IIIP.llt!ilD PDK1 fS C2.f.S'!C 

Yeell: el>ded JNlUflr7 lo, 191>1 

!6G 

2()11, 387 llblo. 57 ,1!'6 llb1o. 

r ~ ::: .:&.l1! o'Mlia 
-~:a:~~~· 
...:.: :--..:...:: :-%1 

~.A·· 

~? 
a:: :-..:.c ie eo' 1 M 

379.553 :Sblo . 
1!3.~ 31olo • 

1,91!1 Bblo. 
1!,371! 1!1>1o. 

~ .a So=et&r7 ~ \he 'h'eeRr7, D1 T1 d Oil 

~~ <4 - t Shlp Control, 'l'rean.rT Doopar-n\. 

~.roo :!blo. 

SO. 000 'J'ble . 

St&UeUeo. 
J...aorT 6, 19'1. 

~ aurt&l ~ .mic:lo D7 ..-rei.U dioUUoU oa UAre c:aa 'IMI ~\e4 
::.:::-o ~ ; ~...,.,, or aTiaUoD 100\or 1"u1, ~D or ~­
~- hnit-t•o HC'Al&tiou or Jul7 26, 19110. 
a--..u!.Q ;, .,, , - • 
.lo ~ 1a t.he heaU-.t'• nctiaUoaa ~ J'&l7 26, 19'10. 
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Janua,.,. 6, 1941 

Mil itAry Suppllc• tor Greest 

z.l.gU ' 

S1~c• our ~~orandua of December 14th. there have been the 
! l llcv! !l£ dt•tlop:t~nta !.a this aitutton: 

=~ t~e l!th o! Deeo:bor the Britioh Char~ d 1a!! oi rea told the 
- ::.!r:- Stc.r·e u.r,- o~ St-&te , Xr. Yelle t , that the OreeJc: Oo• ern:ent had 
!:!:~••! ~e 3~iti ah Go•ern.ent th~t tbe7 would accept 30 plenea from 
~~ Sri t! •~ aY lst 1on ~oreea in !&YPt in aubatltutlon tor 30 P-40a 
:!!r~! b7 tblt Go•~~nce&t. Apparently ahort ly Alter thl5 the Greek~ 
':'tTt:u! t!:.e 1r atu d, st.a.ce on December 20 th Kr. DePaata ee.:.e in froa 
~tt ~rttk le&&tloc wltb a aecor andua re Jeotln& the offer of Def i ant 
~1'~'' and t l t cus t iag ~e reaaon1 vhr the Greek Oo•ernaent •inalste on 
tt~Jr1~~ P-40 airplanes• . Rove•er. tbrpe 4&71 l ater, December Z3r4, 
·te Statt Depar tae:~ t, u a result o! u excbanr,e of cables wlth the 
kotr!ean Kioioter in Athena, opp~re nt1y et!ll !olt that the mol ter 
vluld t•tn tuall~ be cl eared up b7 t he Brltleh turning o•er to the 
;~••kt certain p1uee vhieb they had !n l'.gyp t. 

Co ~eoabrr 30th the Greek Kioieter came In to eee Mr . Yeung o! 
~~• ?rtt14eDt 'a Lial.on Co:zlttee and erplalned, in connect ion with the 
~; ~urtuit planes. thAt be had been instructed by hie ao• ernment to 
•cceo t Cel i•err of &A7 aodern Aaerican pureutt plane , not neceaaartly 
~, :urttts P-40. In reaponae t o •· sua:e t tlon , be tAld he had no in­
•~T".lc t !o:r fro~ hll cc•ern:.ent in r egard t o tt.CCI'ptin& &.OJ' British 
:.l•: .. t . t • te ttoU«l:. tb.e7 •1Pt be o! a type euperlor to t.bose hereto­
!,·t )~~t:-t! ~;~ ~reeka. 

~. Doee:bor 31ot Mr. ~a~ o! the Woar Baotern Di?iolon o! the 
S~a :e-p.art:ant Cowed t.o Y.r. TOWJ.b coplot ot a l etter from Mr. Butler 
o! !tt 3rltith labaes7, s t at1ag that the Br1t leb were v1ll1C« to turn 
our t o !.he Gr,Mko 30 Curti .. P-36t (Nohavlto) iae4l&tt1T, l! tht 
7>!tt4 Stat ot Go~ernDOnt wo~ld undertake to deliYtr 30 P-40o (To~~v~o) 
t~ !aara 'b7 u Aaer1CILD. tteaaer a \ u ear ly date. At tble no lnt, 
Mr. Murr~ pr oduced a copy ot a cable fro• the American Minister in 
A~e:t, at well 11 a rt~rt of a conyera~tlon on December 28th between 
•~• Crook ~inl t tor and Mr. Nurr ,v, both to tho etteot that the Gr eek 
Go•eroaoot will aeeopt In l i eu of P-40t any eodern United State• 
our ou it plane, 1! it i o of " type nov on order by tho United Statea 
l fa7, (:t!a reot r ietion ha4 not boen mentiooed bT the Greek Minieter 
!n hlo eon eroaUoo of the 30th vith Mr . ToUJlC.) Aeeordin«ly• thoro 

• 
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•• • oleo 41ocuooed a~ tbto tlae tbo nooolblllt7 of ob~o lniG« • 
role••• of tbo P.opubllc P-43o nov bolns produco4 tor tbo ~- Vh! le 
tbe1e pl8ntl are not ar•ored. they alght ~ro~e suitable for u• by the 
Groeko 3nd vould cer~atnl7 fulfill the con41~1ont oet fortt bT tbat 
Government. In the course ot thie con•eraatlon vtth kr. Murr,v, it 
alto developed that the Greeka , ae a rt eult ot their conver&atione 
v i~~ the Und.er Secntary of State on llon11ber 20th, bad co .. ~0 •ro~ct 
eventu~l dellYery of 60 plane• by the United Stet ea , 30 aore or 1eaa 
tuedlotol:r end 30 oYer a period. 

!!;Wltlgn: 

J. lou.; Uot of Guek o.z::JaU>itlon reQlleoto vao broD«bt 1n 07 the 
)!lnhter on lfove11ber 13. 1940. At. t hat \\De l t wae tQ&«eaud that th,. 
Greek Go•ernaent confer wi th the artttah Go-.er~nt to ••• what oart 
of thlt llot could be oupplled direct b7 tbe l e tter, theo vttb the 
3rlt l th Purcb~ting Coaalaalon to aecertaln what ~art of \he re~dtr 

could bt oupolled by that orgAnization and tbat vo would ttoa be gle4 
to eontlder wt th thee whate-.er req,ulreaenta rtula.e4. 

1be ne~t deTelop .. nt of &AT icportance in th1t a&tter vaa a short 
II•~ of 6 Items lett by the Greek H!nloter v ltb Hr. Allen 1o the ~ear 
iestern D!Y! olon ot tbe State Department. Thlo list vao checked vtth 
the W•r Department and on December 28th Hr. Joe Groen rOJ>Orted tbet 
w~!le certain of the !tome vere ~pparently eoaewhot olallar to United 
Stetes Army Items , there vao de!laltely no ourplus ot •01 of this 
: eterlol. This otate=ent vao ouboe~uently conflraed dlrect17 vlth 
Colonel MacY.orland. 

In the aeantt.e, a apeclfie request bad been aadt tor a &:all 
amount of 6? aa. aamunltloo to be releeeed troa I&YJ ourplua atocko. 
1h!s eaaunl tlon bed not beeo part o! tho t aentloard on o!ther of tbe 
tvo Uu.e. 

On DtctDbor 30t b tbe Greek Minister caae lo to ••• Hr. Young and 
vat tol4 that there waa app~entlT aoae oueatlon AI to th~ &Ya!lablllty 
of the lttet vh1cb be r•quired, at lee at out of AraT atoeka. in Tiev 
of the thortaeaa ot our own supplies. Tbt Mlait\er tald be appreciated 
thh po int Md no accordln&l:r vr!tl!ll; Hr. !lull a letter . aalr:lllg for 
·~ee1al contlderatlon in thit connection. 

163 

On January 3rd, 1941 a group conaittlng of tbe co~re1al counsellor 
of tb~ Greek Legation, a Greek ~Y ordnancft expert, nod a repretenta­
tl•e of the Brltleh Purcheo!ng Commlttlon, Captain Ltlch. c&>e lo and 
opoke to ~r. W!lllaae of Hr. Young'• staff, Tho:r aubaltto4 • ll a~ of 
or·d.nance re q_ulremente which they eald rendered obtolet.e 8lJ3 9reTlous 
llot Ia thlt conntc\lon. They bad apparent ly checked t~lo llot vlth 
the Var Department and found that It voul4 be poaalble to uae a nuaber 
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o! Ltn.t ~t w b..an on hand. vitb. olll.7 ellcbt ao4it1c.aUo.a•; u._ c::J...e 
(oc.:tect.,-c.. ~7 ... .14 that the7 had ree.1'f't4 a tr1eu..t.,- aa4 ~C.t..lc 

rtct'O~ t~: ~ 1!-..r War Depa.rt.De.nt. !heM p atlt M:D were lllllTtaed.,. - !.a 
oecc:bA:. r. \.!> the proeoolure or1ct~ outl1Ae4 to tho JUdau r. 110 
cl:t<k thh ,.., U ot with the Britioh l'urchuiDc Co..Uu iou tec±llcal 
tJ!IH" &::1! tl>cl on4 1~. throu¢ tho llr1t1ob Purch&aioc Co:aluimt, 
, t 'P-t c1!1e r.~at &I aoon &a poa etble. 

ln a c-~:Yeraat1o1l on J'an.UA%7' 6th. vi t.h kr. X.ou4ourioU.s. Greec 
c~celto:. u . ... ~ar·eat that ht. ha4 ao Do·wle4p o! the U:tcna~ 
w!Ucl: ~ -~ prooen~d t o ua on fr14q, J&11UT7 3ri. 

)(\let ! , .. tgj;l : 

OC.r :-e~ata f or ueist&Dee 'b7 the Oreeta b Tt b:H!l rtee!.TK. u 
!1l!~n : 

!63 

C... J~ lith M~otiatioll• vero rnort o4 ut.r Y&7 with Co:ttbft<&l 
Xo<oro u ~t1oa with 35 220 h . p • ..trpl""" ooc~.Aeo tor tra.1.o..!..>c 
m:ll'pOIII· 1-t> ~c1f1c .ction v e.a taken b7 the GrHt Gonr~~ae"A~ o:a. Z.:.. 
:t~Cil•t! >u at \.!lot tU>o. When tho utter • • bro,.Pt 11p 1>7 lr. 
l olll1!e"-"1"th o: Ileee~r 30th, he -• -colll o4,..ho4 that !ilL::c a! a 
l'!'• c1!1C' :-..:-Jit 'by the Gnte-k Go-.ernaent ia. t.bt a eODnecUoa wa.l!i C. 

c!:.e ae:n 1 1;.,. 

Cn !to~~ 2lot, a roq'llfot for allocation to \ho Groelt Go,.,_, 
of m .ooo ~~· of aagnea11111 ou\ of the Dow Cteaic.el Co~s:Jr ~tbs 
ocho<\'!l t ,.... aKe4 for b7 the Groolt K1D1o~or. !hh roouoot h at1ll 
c ur eo:oiuration 'b7 tho Arrq, la't7 and Dotoato Coaluion. 

On la:u..T7 ''th a requeat vu rec:e1...-e4 fro• the Jtl.D.itter for ;:c-!"'rlt:7 
oc. eert&b or.CU,• for fire trucks e! e total .-alu of SS70, 00C .. 

• 
Regraded Unclassified
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BELGRADE ( lDOOSLAVU) 

2. 

PBOii rB.E.LSUR:r • 

GRAY 

Ja.nua.r7 6, 1941 

10 p.a. 

.&.n appllcat.1on b pendl.Jlg before the 'fre&sur)" 

Departzent f or a tranaact1on 1nYol~ the sale of 

gold b7 l)anune Jlll.t1onal B&llk, the plll'Cbe.ae of l!llch 

gold b7 the B. I.S. and the eaJ.e of &D equ1TaJ.ent aaount 

of gold b7 the B. I. S. to B&Dque Jia t 1oD&le dll IID78'l88 

de ~oelaY1e, pe.:raent to be eff ected b7 latter balllt 

&;;&1na t dollar eight aoCOUDt. •1nta1ned b7 ~ch bellk 

s with B. I. • !reesur7 ~d appreciate 1t 1f 70u Y1ll 

1nYer t14;ate and pro11ptl7 oable 70ur coEenta on 

YOII6oal aY1an end of t.ranaact1on. 

462.00 R 296 B. I.S. /903 

EA:GL:Lft 

IIJLL 
(FL) 

! 7 J 

Regraded Unclassified



--
!71 

Nell 
l. c.•...: 

Tills i .s e. eopy o~ the ::.r..:o 

' 

3.Dd st.atute !.b.:.t. t:fi.S ~"...ift:l ~ 

~-!."!.e Sousa a t !. :15 :?·=· ~:; 
j!:leuss!on rlt.."'l the P:-es..Jt:::.~ . 

b&j not seen 1 t s.o I w.!.ll :loJt ,;:ow 

how it """ signed until llr . Fo!.e;.· 

retu...-ns fro~ the t:'i!.t.a ::ou.s• . 

Ill!. JOLlY 

--
•. 

• 

Regraded Unclassified



S fRICTLY 
CONFIDENTIAL 

"*'' 1!141 _ ... ___ . 
wa·a.•ps ,se ... ........_ .. _... 

U.,U I , $ .. IW te ..... '.Je fill ...,. ........... 

..._ -'"'- ..._ ..c- ,_ rrr.,w .... YlW .... 

!Mt" •• ...,.. ..... -hiM~~ 

,.. ......, 1.- ,_wen , ...... lalW •- w _.,.._ ... 

pu 2 es ... ....,U. ... ...,.,, ,_ ...... ' ,_ I £ 5''•• 

''- .. ~. '••-- .,., ........ ._ .... 
Le U. - C 'II ns tr '"• • -tecuwq ~ _._ 

... TO al 9 ae WfW~-·- To 

.. p s f ,.td·"= peJ'*s ta .._ lie 0 1 ~ 

t• •• .w ... te .. ----- -•••'- - we •111'11"~· .. -• 
.. ,_ .. , ___ u, .. -., ._,,., W''4 .,,, _. • ,.., .. , 

...,.. we •Dr--., - ~2.,...-J~&rllr _,. c, • .... ••• '• '7? • 

...., w 11r ..,..an. ..,_, _... .. -'"*- '•' •setw we 

.. , .._ ....ut jiW?s'n· ~ tM lall:r1& .. M\t U. pawese•- e6 

.. 5•u' 5 AR e1 nu, ,.... .. ~..w,,. ,,,,,.a... 

• Regraded Unclassified



• 

!?3 
- ~ -

••'"" .. e1 ...._ was , -... _. .._ .. •' • 111 .,., .. 

,..n.~.ttMP' .. M&.tlwqa,lw,, ,., .. ".._' 

,......U. U. .... \111'1.- fl a,p - ..... "' a lp I IW .. 

1M pa' ,,, ....., .... .s- .. lal ....... _ .. 

- ..,_ I.e fttel .. ._ e.t- e6 tM •u.~ ·-
(1) h , .... - .... _ --.wa Ia 1 .. 

•• '•• ~ .... *'!$ ... 

ftSa ...... _ _., ___ .... - ~ 

s-, .... - .......... .,., ... _ '"· .. .... ................... ----
et.IW'J ... ·'eU.. 

(I) ... ,.,.._, - .. 7 9 .. - -la1e ,_ -

r I ... ... ·- .... au r= t st • - • • - ·--· 
...... _ .... ,.. ........ u.. 

~. 

(J) 'h ..U. ~. ~ - t" &M til&; I .t .. -

-~.... ..., ..... ..,_ Ia ftW .... 

.... _., .............. . 

• 
• 

• Regraded Unclassified



_,_ 

.... ~lu.&. .... __ 

--~"--•-.-.au.,_ 
._ .... -u..r..w.sr. .. .u.. .. 1-. 

., \M dUal .. -· u - .sa. IINO'We 

t• •• •• sa ...,., • ' • - ~ • 

a~1U.. le o ~-~~ .-1.4 -

._ue u.. ""1!'-.. fill ..,.~ fill stJr 

.r .- ,._. • u.. auar fill a:.-.1 ~. 

--"' ......... ,_ u-...w.. ~1~ 
- u.. r-u• fill ,.a.u. ~~" • 

... III"Opoill• 

(4) h \M\, ~ • ..Zi\, r ..-...u. .. ~ .. 

.... ~- .. •ar- .n.sale.. 

~ ,...... - alae .. -""'"" -
... ~u-&Ma\a.-_..,.,_ 

._ .. t.lat~. twa ~ "" ....... 

- .. ,.,., Uot - ., - -· ,...., 

&M -r •-.1 C...UUM .,. ..,... _. .. 

._. .....,_ fill - · -n\oJII .. 0 .u.. 

a-cc:r-oift -'"-• 

h) • --.a.··•• ,. ..,_ w-u.. 

I- • ; .. 

Regraded Unclassified



• 

_,_ 

...... ..U.II&e -.s.-. ~ .... 

...... ..,_"- ,_ .... • U... .. -

a nte .u. ~ ...,.., '• .ua aa 

--~ - l.r ....,_ ... ..,_ -­

rw. Ia- '-'- -V'l-. 
(6) ,.. ~ ... ..,_ 6Hl.ele • 

... -·te .......... \4 9 ) W., \e fta\rle&_._. 

... - J'-.. - el ltl~ ..... \lie ....... 

- el Nq a. 19110, ....... - _...u. el _, .. - --a.~a. 

" ......... -- Ia l...U .... *"ftM 

...... le1 4 el' WI Ill.......... I lla f/1 

---w.-. ...... _. 
M • t •• ,. ..._ .u e~ • ......, • •Mrilll . .... . 

.... ····- ... ··-•alol _... el .... 

~--w. ... -.-.ar·-
.... --- el ftedii&Utr ........ d---­
... .,..,.... .... hod ,. • .,.. -w eu.-

_. .. 
.... d- Ia .......... s ...... ,_ - r= 2 .. 

173 

..,.. .,._ ...... ,....,. • ... ..___........,.....,_&a nW .. 

Regraded Unclassified



- '-

l&r MWirW FW I ... Ia c:...de lilr \M IIIUW 1\ow.e, !or ...... le, 

c...U ~ .. ~~ k~llr .. le •1--.u..­

.,~,al- et tlt.ia ~--' ~u... 
1M ra•; ••• U\ l .s.tu .., t~ ._u,. 6.1.* If¥, ,_ 

17" - u 

~r- o.nl~ ,.,_ --. ~w ''"'-- ,.,._ - r..nac \llooa-. .., 

e!Mt CareS. -'117 •UII:1• • •• •• et --. ,._~ 

\.be .. ' 1 .. Ad.~ , .. ,.,.., ,_ 'lM pa'-\ ..... 

·~'" ot ... ..c..-.. k .., ..,._ ..nul• ·~ et k • 

floe ,. 11111 ~ -- • .. t~~:eru.u. fw a 

·~, .......... l ... *'--- ...... ..u.ew ,.,._ \M .SI.epMJ.­

u . et - awia.le .u, u u.. .V.wr e1 .-~ •1111•M• .. 

~ .. ---- ~.,...,16\la ... el ...,... ._- ..... k --.... ...... , ... 
ftlt jell!& WII '•'• -----a. ,....US.. .. ...-t~.-,.. .. 

~ nlee ... w ., ... _ k eoft7- u. ,. , "- .. Ul-k 

\o .. ~ ,._.,. or e~tu. .., el tile ,_.. pwW w ,.. 

-- --- _,_.u.. 

• , Regraded Unclassified



177 

i.fp\Te4 'l!;r \be Senate ap,d House Of !e;lrt&OI!tat1n& (If t he !!l!1to4 

S'a'u ~~ .america 1n Co~eao uae,bhcl, !bat Publlc leeoluUcu ...,_bertcl 

:; q;:"C~ J..,,. 15, l <JllO, enUUecl •Jolnt r .. cl utlon to au~rhe the 

:...:·:-ea.:"~•• of War and of' the Ja..,. to aee \. a-t \he co.-erwt• of J.Mr1ean 

:-r,::.::~=• t.o l.ncrMAe the1 r
1 

C1lllta..t7 a::.i c.aTal eeta'::llla!:::cts, a.no1 f o r 

:~:A':' ;~-,o..-a. • 1a a:aend.ed t.o react •• !oll~ : 

:.!c.M o.! C. tbU ted St atea .' 

• (a ) !be t ara 'clefenee article' _., 

• (l) ~ -""• a=i\1011, a1ruat'\ , fttaol, or beat ; 

pro<:eaa1~~~:, repair , aornc i!lf;, or opera\1011 of 

a>q article cloacrl'!>ecl 1.1:. th1 a .W.ooc:U011; 

• (J) ~ ....-pc>A&t •torlal or p.ar\ of or oqmp.at 

f or a>q article d.,.cri'!>ocl i .n th1a tiiOI>ooctioa; 

• (II) ~ other _ _.clll1to7 or article fo.r clef- . 

5-Jo:~ t era 1clef1111ao article' 1Dcl114oa a>q article cloacrll>ocl ill \hie wb­

uct1o:.: ~act'Oz'ecl or procarocl pur.,....t to aoct1011 3: to wlllch tho 

C::.i!ec! ltatea l::aa or hereaf'ter acquire• title. poaMaaloa , or ooa\rol: 

• 
Regraded Unclassified



178 
- 2-

• ('b) !be teN 'detenae 1DJ'o,...t1on1 =•an• &liT plan, opec1!1-

caUon, deol.cn, protot1Jlo, or iDJ'oruUon porta1n1nc to 

anr dotonoe article or to dofonoo. 

•seo. J(a ). llotvithotandinc the provhiono of &liT other lo.v, the 

Pr111d011t MT• tn. Umo to time, vhon ho do0101 1t in the 1ntereot of 

.,.uona1 4etonoe, anthorhe tho Secreta.,. of War, tho Socretal7 of tho 

••'7• or tho head of &liT other 4opartcent or &goner of tho Oo.....,.ent : 

• (1) !'o :>8ll11!acture in &rltD&h, taetorieo, and 

lhiprard• Wider their JurhdicUon, or othenrloe 

procu.re, &Q7 detente article for the £0Temaect o f 

anr A!Mriean republic, ltlcJ.and , Canada, Ireland , 

anr other COYeruont of the Br1Uih c-mru1 th of 

latlono, Groeoo, or &liT other cowtrr vhooo detonoe 

the Pretidont deoao Yi tal to tho detenoo of the 

'11111 ted Statoo. 

• (2) t o oell, tranotor, exehanco, leaoo, lend, or othe"" 

viii 41epooo of. to ...,. ouch conl'DMIIt ...,. dofeniO 

artlolo, lnolu41JIC, 'but uot lt.altod to, a aalo , 

tranator, ozcheDce, loaoo, or loaa, proY14111C tor 

p~t or repa;f!Mnt 111 lclnd. or proport7, or tor 

anr other direct or indirect 'bonotlt to tho '11111 ted 

Statea vhlch tho Protidont dono oatlefactorr • 

• I 
Regraded Unclassified
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-) -

r.
c ····-

--•~. or o\hervhe t o pl- 1.a coo4 

work1ac o- UV' tet .... ar\lcle for .., -... -,. 
•(4) fo --dcate .., 4etaM l.atoraUoa to ..,-... --. 
1 (5) fo a:pcort - tet .... arUcle \o .., -" 

• (6) ~o hD!ell \o - - ,.,......_, .., o\her 

a14 o~ a ...,17 or •hrlel cbanc\er 11b1c:ll 

\be PrMia.at o.A4ere MCea...,. or PJ:'IIPC 

1a \be 1a\anna ot U.• Datloul 4et­

u4 \o eft-te \he papoMa of thl.a """'· 

•(b) !be powere collteft'e4 liT u4 \he acUou ...U.Orba4 ..aar 

P&J'IICl'IIPU (2) \o (6), 1acl:ul-. of \llla MCtloD eball be lll0ndaa4-

carr1e4 o'll\ "PPD ,.,... oo.,.Uloaa _.. 1a - - u \he Presl4ea\ 

4-• .. uetac\01'7, 

IA.'f 4ofeDM arUcle or-- lafo ..... toa ,...._, \o eecUoa) eball 

con\alD a 01- liT ~ell \loo 1'oreicll ,...,._, ...Un.tn t.lla* 1\ 

po uouioD of ncaa-- ar\tcla or 4ef- wo ... uoa liT cSft, 

1111, or o~ ... or _.,rt• \loo - fill - 4efaM ar\tcla or 

4otonoe ioto ... uoa liT or ...,._. \loo 4lrae\iaa of - o\bar ~oralca 

' Regraded Unclassified



!SO 

-" -
·~. ! · ~ Sec:re1&.ey' of Va.r . t t.e ~ o~ ~ ~. or ~ 

~u.! , ! a=r o~ ~epa...-tlM::lt or acuq o~ the Go~t i.:TQ!~ ~. 

_.....c a:::r ~ IU!c .oe article or 4ef- U:to.,..tlo:: 1o oa;>orteo!, 

!J::to!!a:41T l..:d'om the deparment or - <I.•Jc=a\414 l!7 the PresV--~ 

:. o'-' -I .-.-:r Met i on 6 o f the .t.ct ot l'oq 2. lS!O (~ Stat . 1090) , ot 

~ ;;---=.-.1Uea. ~·er. Tal'~» , t erwa of 41!1p0dt:lor.,. &:II! ~~= 

: ! :::.. L-t.!ele a:aA l.::fo:r~~at1on eo uportec!. 

'Sec. 5(a). !'!>ore h herel!T -tbor h ed to ~ ~"'<>;>~ !"~ 

:~ ~ :bo, o-n ot "::T- in the~ :oot oc..rrloe - roo­
::~a:K. ~ m~D--at• u .a7 be zaeeeae&J7 \0 tt:ar:'7 cr::1 ~ p%"0Tid~ 

&:.! ••= ""':>llll.t .!= 'Cl;e p-a:rpo eea o t thle Act • 

•(~) All m:>q and all prop..rt7 td:tet. 1o "'""'uted 1.1"> -

;..:e! "ed =3r eeet1on 3 tr.. u:t "''"'-' otal.l , 111\l> U. -roftl 
:~ ~· ::tree">.r ot the ltadpt, rft'ert to the reopecUft -riaU.. 

:; -rr""Trt.Uo:.o cnrt ot Wich 1'1u>do ...en apr~-' in~ thoo 

! t!c.ae a..-ticle or 411fe:oM i:afozwa\loa f or ~ -.cb OMtc1d«NS:lc& te 

:'tll:e'! T'81! . a= Call be ...uabl • for aprr11tvoe for ~ papo• f o: 

~~ no:: a;m'.., hmll.,.... -ropriate4 _. ~. br1>IK-n~ 

roo: t:; ..t:.lc .zh hmll are reco:1ft4 * U. --'• t1.-l ,...r. 

' S.C. 7. !he Secretaz7 ot .... tha s- J •v at the ~. ~ 

::.e ~ ot the ~t or ac-q ..U 1a all -· or -cz-­
:e. a ! <>r thoo 41 opoo1t1on at fiiiT nell de!- art:lcle or <I.e!- il>­

~::-at 1oa hll.;r protect U. rl.&t>h o t all c1Ua- at U. tlldted Stat .. 

~ :::.,.. .,_,..,, ~h in co4 to u:t .-ell article or lato~t1- .ciet. 

• 
Regraded Unclassified



.. 

- 5 -

11 ~~&a lie 41-- of- the~" oo\1 ...... -• ~­

~UH • ...._ ,__. ot.ll loa plll4 w \be -• lloll4 bol4aro of 

ozll ,., .. , .. 

·-· ' · Bot .. __ ._ uf 1llr- uf - ~ .. -- -

t~~orl"'*' '- .,. .. ..,z- - ut' r• ....,sn -· -s.uaa, - s..-

pl-to uf - F R R 'UlUII.a \M Jvl.U..-toa of _, ~ \o 

Cl.dl -'18& 3 la ..u~.. t ... - Preo.l4a\ '- -

p che• or wq t.td8a -. M · rr la U.. llltareUa of U. 

~-.. of ... Ud..a ..... 

·-· g. Bot I'll .. • -· tr. \s- \o '*· p.-..lp\a .-

181 

f'Ql ...... 14 )='1- M..., le MCI J:1 .... prapu' \o Olft7 ad .. 

o! \he prnt- uf U!Lo -; - be - ~- _, pnw or -­

tllorl~ ~-- _, Udo k\ Uuo._ ..... 4 opo 1 \, ...-,, 

~.- otn.ccr u .. oa.1l ~,· 

Regraded Unclassified
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THE SECA£TAR.V OF THE TRE.ASUAV 

WASH I NGTON 

January 6, l 9U 

Dear Eleanor: 

I am sending you, in strict con-

ficence, for your guidance a copy of 

the inclosed telegram from Mr. Matthews, 

who has been in charge of our Embassy 

at Vichy. 

Sincerely yours , 

182 

/~ 
~s. Franklin D. Roosevelt , 

The White Bouse . 

I ; 

. ~ .... 

I 

Regraded Unclassified
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~TR ICTLY CONFIDENT !A ~ 183 

130111 .&gorice labua,-, (Paria) Tlc:h,­

rA!I: Juu&ZT 2, 1941, 5 p . ... 

~o.: 4 

?Ol! '1'D DJ:+S1lJIY lJtOM MAftKIWS. 

lleftn11ct 1o -.de to u1•cr• of Dtc•bar lS, 1 p •- -c. r ... . ~. O;fU fta 

!btrt 1t 110 nprttctathe of U>t .Aiaerlce frlt n4a s.~ Co..tu .. 

ataUoot <l at T1dl.7. !heretore 1 u ke<l ov Co11..U Oenerel at J18rnilla 

to loup a cloae ~· 011 a Uk dh trl'buUo11 to rrudl. dl.114rta; u.. ......,.. 

quarttro of lba Co•Utee 1o a\ ll&ratlllt, 

14 a ltUtr fro• tbAo Co11tlll. Otnaral at IC&retUlt bAo nporta \bet a 

' creat d1tl1clllt7° contro11h Mr. r.rei>Atr, U>t htt4 of U>a ~n 

orCIIIhatioa 111 france, 111 new of U>.e fact tiiAot aUk e~na troa 

Svit1erl&114 art not peraltte<l 1>7 \be lvl aa GoYern .. l1t . se .. at,- tau of 

•lllt wort J)lll'd>oot<l 111 Sv1tat r1ud 1>7 the Co-.ltttt, aDd thl.a pardl.ast 

haa btu paid tor 1a t..ll., 'bo.t dau .. ..,. bAle DOt beta aada. !he ltt\er 

froa tbt Coa..U Oturel ooatilrGoa that vUh put •11PP11ta 0 nktut1al 

otocb ot ..,ldl. art _.,aatl7 atUl 011 hand Mr. r.rlhAtr &Ill Ilia 

.. , oclatto ba .. btftA aetl.at; c11atrl'buUozo tbroqb tha Seooan II&Uoaal 1a 

a l&rp 11ubar ot ctattra 1D 'Ollocc:v.plod rruca aDd a ooad4nallla ot.lp-

are aot oDl,- tlatri'buUac aUk tut clothlDC aDd .auc:h M<11c1Dta u are 

OYallal>lt to tb ... 

• 
IIAfti!IVS • 

• 

• 

Regraded Unclassified



--· 
~TRICTL Y CONFIDE T 

P;.3! tu. ?A.M.r.-='S3, Si..."""!lC5 no. n· :ra t• ~. ~. 
Ja!ttAr7 2. 191'1. ftc. u.. "'-rlc:aa T I _.. 'ncl:.7 

"llr. l«r~ o&14 U..t &1~ u.o $oc • k~~ ... 

1&1 

lne-r ~H. ~ hh oDcotl'I"' _,.,.-OU7, ~ - -• 

a •cr• t orarln7 of :;n'O,lech ...ell aa 6tU r«r,. at t..X ~o l"o -ool 

..., .. .,, 1.11 llol"edlle cere 10, 000 c:b1Wnc l"'e«l ... a - cla7 ..-1: 

c!dherl"" a lll< •~ 30 ~~:~~rMrie o a84 eUaleo La ....--Jlle cere lo, OOO 

chl~n reeoln b&l1' a lltor of llilk a ~. 

1 - ..n., "'-" w ~ llilk U..ril:Uioa ~ o\her 

~••· a» -.u tQ t o a-p aa carehl a -~clio ao ;>ooalb lo aa t l>io 

Regraded Unclassified



,_, •• 1M1 

.... 11••••• 
I - I .... ,... Ia sVlst .... 

~~ ft'P .,.,., plf II a Mfr af 

tM '•lent wlte = flu •· •ua.-, 
... Me ... Ia *• .. at ... 7 I I •• 

at ll-, • 

.... rr 1r11a 1 ........ u, 
,...u ...... 

• I 
Regraded Unclassified



• 

l_, •• lMl 

i)taP lloUlOP I 

I • ...tla& 1w. la ltrlot •-­

t1UIIoo, for J'ftP pi~ a "P7 of 

tu luloiiM tolocna ,._ •· •ttun. 

at nu,. 

lira. fruklla D. bo-lt. 

ft. Illite ..... 

86 

• 
Regraded Unclassified



,...... ,.,, ... ,. --· ...... 
1111111 -"- ...... ( Parto) ~ 
una 1_, a. 1~1. 5 , ... 

JO , a II 

,. - ., .• ,no. ..... 
W•- u _.. M •lopw at .. • •• f J .. Ia .a _ 

... • • • W7'" ·--

....... 7 '· 

n.tl-' a\ '~· .,....,.,. 1 .-. - o...l ._.1'&1 d llane1lle 

.. ...., • el- .,. - alll< ••"""'-"- .. ,..... ~ ........ 

.....,. ., .. o.-1\- u ........ ,Ue, 

la a 1••- faa U. Clwa1 ._.1'81 at ... ,.,,. M ,.,_.. .. , a 

..... altlal .. -~~~~ ........ llr, ... a O ..... "" • _.,. 

llll ... r,_. an -' penlt\M - 1M lllbe llal---•· le tw '- till 

aWl ............. loll~- ........ -........... . 
._Mia JOlt ltr la loll. loa\ WI~ ... - Mia ..... .. ut-
,_ .. loMal ~ .-...... ... .... eu''" ' JillaMaUal 

...... "" .... - QS ftetlt 1\Ul - .... - · ... a ...... 

-UMI ._ »- ...._ .......... ?L W .. ' eo •"-1 la 

•loulo _._till -MIN la- old,_ oul a ._.._.lo ·~ 
10 l~ ~ ... "".wr- -· -tlt .. h(W~- ........... u .. 

,. 'a , _rl' J 
.....,."' lw ._ .... " o1 11r . ... • ·, • a t ... • _.,.,. 

- •• ~ unra-..u. .wr • ...... P'~ !f1
""- • an 

-~ ........ -----...... .. 
Regraded Unclassified
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Janua17 6, 1941 

Dan Bell said tonight that Kr • .Udricb ll&de a 
Slltech - I think be said in Boston on Jfonaber 8th -
~ich i a practicall7 the so-called Eccles plan. I 
a iah that 8&!'1'7 lhite would get hold of Aldr ich's 
Slleech break it down !or •• and see where the 
.&lei!' let speech and the Eccles plan &!'e the s ... , aDd 
where the7 &!'e different. I would like to ban thh 
not later than Wednesdq aorning. 

C®1 to Kr. 'lbite 
at" 9:00 JanU&J'7 7, 1941. 
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TO 

TREASURY DEPARTMENT 

INTER.OF'FlCE COMMUNICATION 

OAT& Jan. 6, 10~• 

~:~r::::Y~=~~u 
Transte~l~s ~ce~in2 Acc~unt~ of Ba~kR to t he 
?oat Of f ice -- ~~e 100 ?eroent ~eserve Pla n. 

~~t 1ollow1~ 1s in ~e~ere~ce to your reoues t fo r ~ ~e~o­
~·:: J.:J <l ev~lopln~ your !'"~ ~~ cceclt1n- e.cc:>unts o! banks 
!-... J:f b,. tr&net erre::. w t-:.~ ?,:)f:'t O!'f !.: e , e t c . Such a t ransfer 
·.-: .: t. Oe ..,:te oesne of a~F!:!~~ !.n ~raeti:e t!le so- called. 1:>0 
-.~ct:lt reserve plan. ~.:ll ! ;>ls.n -- :.ow ever 1 t s details e.re 
··, :-i..tC :)Ut -- pro!)Oaes in e:r:reet to rea:ore t!le state or affairs 
·•::: i exlate:i before b£Ms , ~rst by 1esu1n,; notes in excess or 
t:.el~ r eserv_es or specie, 2.:1:!. ls1:er by :he accep tance of deposits 
!J": Ject to cneck, created e ::ed1lll:l ot exctll'.nge backed by only 
a ~reet1onnl reserve. .:etore tiiBt time t he only money was snecie 
or "' t ea secured 106 p erce:::; by specie. · 

1ne moat obvious ad7!Uit~e ot t:~1s simple stP..te of atte1rs 
i s t :u>.t it is perfectly s&.!"e. The wnol e medium of exchange is 
'! )ne oiece and t here can be no question of the ab111ty of the 
1eeuere of soce kinds of 11.o:.ey - as e. @:., bank notes or bank 
deo, s1te -- to exchAnge ~~ on ~e~and for other kinde o! ~oney 
-- H e. !l. , sp ecie or ;:-o,.e:r.-.:;,ent paper ooney -- which kinde are 
r.l o~e ~oemed to be • tun:da::e::~:;sl• or c:ood-in-th•~etlvee. Under 
: . P l :xl "!)e roent reserve s:;-s<e:> t ;,ere can b~ no problem of b&ri 
~c.11uree attect1ng the =..:»:~er E"'Wppl:;· . 

.. l eaF obvious adn.:.~l' o~ t:l~ 100 perc en" reaerve s;,· ate:!! 
- C~: e ~ore ~n~rtant ~=e ~~er nreeent c1rc~etances -- is 
: .;f : Ue total a.Qount o~ t.::.~ ::e:UU: o~ exc!"l&nge 1e not subJect 
:J fxa ~~erat~d or •leve~a£et• ~~ct~atio~s dependent uoon ho~ 
~L~ oen%s choose to e=~ tc:::e!.r loens end inveet:lents (ar.d 
.. f~ce deooeite) baaed ~n::.:. r el&r1vely s:Dall c:Wno;ee in t h e sunply 
O! t he rundamental money ~_ich COnPt1 tutea t heir •reserves• . 
::.p ~ ~ would be only a o.:l~to:r-o.:le ext>anAion (or contraction) 
~• t1o be twAen changes io t he ~~damental money sup,ly and changes 
~ " <he to t~l medi um of exc~~e. Under t he 100 percAr.~ reserve 
•Yst•~ there can be no ?rob:Ei o! excess reserve s . 

': . . t lCO pe r cent reset"'" !!' nl !i~ , wl"..l.le ol d in its fundanental 
:det , :1as received vt~e=reae.· attention among students or 
•!o~o::1c & 118 a part1el so!."":l :>:: of t.Ods'' ' 8 pro:>lelllS only since 
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seere tarY ::orgent:lllu - 2 

.. g­.._ ;> 

1; ; ; . For a hundred and !1rty yea rs befor e t2 t tl.lOe e~n<n1c 
t!l~rht on t h i s matter vas largelr do;al.nated -:;.1 the idea that 
::.e uu or fractional reserves econ::>::U~ed the use of the -or eci::.ua 
~ttsl s &:'ld so vas a good thing on bilinc e deep1 te 1 ts 1l:Cic!ental 
d1"'~vantages. Since 1933. t he i dea that •econom1~1ng• t~ use or 
t!:r pr eci::>us metals is sucn a ~od th1ng has been svept avay by 
tll• terce of ci;rowutances -- al thou~ 1 t ~,. no means rollova 
::.l t t .lo&e vno nave abandoned the idea or econom1~ing the 
ore~ Lous :nttals haTe thereby becoae ~nTerta o! the 100 -oercent 
reserve plcn. -

:~e 100 percent reserve syate:o vaa !Lr at seriously o~-oosed 
:J L e " ::er ican public in a P&:l]):lle t cl.reuJ.a ted i n ~:oveo;obe:-'1;33 
':.7 a n.1:1ber o! •~!>o!ll1st~ e t .• the :.in1Tera1 ~Y o! C!llca&o 1nclu~ 
~ :-.:y SU!ona, Pran.t Kni gct , "~"17 Sc!:ul:: and ?aul D:>u,:las . :t 
;.u •1:'lce been advocated by Professors Irvi:1:: Fleer o~ Yele 
:::Uver .t t y, JF::es :: . A..gell of ColU!l'b1a Unlver !\1 t7, Frt:lk :~ 
,~ ?rlnceton Univer s1 ty Me! by Leuchlin Cu..-rie the:1 o! !iar'rard 
:a1verA1 ty. It enjoys at the nr eaent ~1~e ~e a~ppo~~ o! a 
la:-;;e nwo~er, hut n robably not t~ ~:&Jorl t:" , of profess1or.e.l 
econo:oLa:n interes ted in the subJect, 

It is t he ee9ential element or t te 100 nercent reserve ~an 
tr.at all b :o.nke :naintain a reserve o~ 100 percent e.galnst tl:eir 
de:1an~ deposi ts . T!'.ls reserve could be ::a1ntalne~ e1 tiler 1n tile 
t::>r::. Jf a cred1 t directly on the booA:s or the 'J'reasar,- or on the 
!:M:<s o! a central bank or soae ot~er 1natN:entality or the 
~ve~n=ent designated !or the 9urpose. As the entire &o~~~t or 
:::e1 r de:~and deposits would be reo:Ur ec! t or t lle reserve, '1lere 
" 'J.l:l 'be no surPlus to lend. Ba~.lt loa:1a e~.d 1nTestoe:~ts coi.d 
':e ;;.ade only trol:l tll!le deposits and •co= ere1al " ba!:Ll.ns as =-~v 
eJ::~ucte~ vould disaoour. It vo·.llc! be neceasa:-y to o.rav a •err 
E::ar-, line between dellA:'ld and t1::e depod t &. CnlY t lle !or::er 
vo~~ 'be desi gned for use as oone7 vhile tee la t ter ¥Oulc! lleco=.e 
~:~te~es~-bearing 1nTeetment certi :!eatea deei~ed to attract 
~ec~ G:>\'1nga ~ich the banJts could re-ir:veat 111 loan.s and im'es :.­
;;,£~ts. T:~e savings !Unction vo ulc! still requ!r e benLlc~ Ju~ent 
il~i :r.:l'.lld beet be left i n the hands or t!:a :;: r1va t ely-ovned banks. 
7::e ~e;a.nd c!eoosi t functi on vould 'be e::tir el s echanical E.:ld i t 
• .. ·Ju. e =ter e I a g_uest on o conTe ence v:..et.::er ~ co:rti::r.le to 
'6e carried on b the r1vatei - ovned ba-'\'<a or v oetller 1t vee 
t rans~erre to the Post Ol f ice or ao~e ot er ver~ent agency. 

In order to effect a transi t i on t o the 100 p ercent rese.rve 
snte:J 1 t woul d 'be necessary tor t he ban>:s t:> turn over to t :le 
::.,ver:t:Jent a ssets equal 1 n va l ue to t he v..:.ole or thei r oe-~m 
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or;>adU - \4& Go-rernnent 1n turn t o aa.w:e t!.e ~1abtiit;y fo r 
aJc~ dtyou : a . ':otal de:>and depoaih ( ucludlng i nterbank 
lieposiU) uo:m~ed to abou~ S34. 5 b i lli ona u ot June 30, 1911o. 
:Qtal r eaerTea .:te1d Yitb t.ile Federal ReaerTe 3anlta 88 or the 
~e d.aU aao:m t ed to ~bout $13. II btiliona. Theee would 1011 
.;,~Ye to be tu.."':le~ O'<'er to the Go'ert~.e~ont and t he problem or exceae 
reserru would lhua dl~PJ?ear. In addl tion, practicall y all of 
t~t . 16. 6 b1111,ne of uover nment aecurltlea (includi ng guarant eed 
aecur1Ueal held by ~s other than mutual aannga banks l'Ould 
.:£Ye :o be t".U"Ded OY~ t o the Gover n::en t and would disappear as 
:.:tterest-'bearl~g debt . 'l'":tese two i te:sa wuld account tor a 'bnut 
-;o. t. -:>U~o:'IS o ! Cle t,tal l labtiity auu:aed by the Govertll:lent . 
;.:;,~·~er '1 ) 7 !:Ull!O!:IS YDuld be accounted ! or by c~ber banks 
t"...:-...1~ over ; o the ::--:>vern.::!ent t heir atocl: 1n the Federal ~9erve 
=~• - aa the c~esut:r tor and !UncUon of t ;,ese banlta would 
:.1SL?~ear .. :~ the a.dt>:;:>Uon or the 100 percent reserve systeo:. 

?e·r:en t ! o r U:e r era1n1 ng ~ b1111o:~a could be !:!Jide 1n other 
;utt• v_1c~ u e ::.Over=ent could ei the r hold or llr uldate a t its 
: :~n:l.!.ence - ap;>lylng the proceeds to a reduction ·in the pu'bllo 
clebt . It the JovL""lll!!ent were to take over t he actual aerv1c1ng 
'~ t !:e de::&M de:;»tlts throu~n t he Poet Otrtce o r ot~rvlse , it 
::!:ht vell take ov~ Dearl y $1 blllion or the total or ~-1/4 · 
'<1lli ,:>a o! M nkt ~g h.ouae, turni ture and t i xt;urea nov held by all 
bCLs since aoat o r tnls 1s nov used in aerv1c1ng de~d deposits. 
:-~e r e:~S1nl.ng a neta vould remain tor the benetl t or the ti:ne 
~ep~ !it s (vblc~ tee Government mi~t t hen guarantee i n order to 
uo1d &:>7 ac::aaaU on that 1t had skl=ed off Cle crelll:l1 or the 
aue t t &.:1:1 l ett tit~ bl.ue !Ul.k tor t he t1.:se del)')s1tor s .) 

~Yer.tl al.tr:!":lat1vl' pl.ans have be~'\ pro;x>aed :or t r !"'sit1on 
::; :;:e 1:1:1 pe:ce:l~ reserve systel:! and the detatis coul.d ce worked 
>- : ~e:ntive~ e&~Y l! the princi ple i tatl.t were egreed on. 
: .:. trf.:la1 t 1o:.=.J. .::-oce&s could be o.ade e1 t:.~er 1ntl5t1one.r y , 
~!~l£t i,~ 0~ neu~. e.s desired, 1:> 1ta err ect on the econog~. 
:-::e sya t c its~ is nutller 1llherentlr 1n!laUonl!ry n:>r de:rla.­
:::. ::-.ary . Itt grut adva.ntage 1 !: c ertl.y tll&t 1t would p ertll.t or 
& ::;o~e ~e::J.ca te o;>ere.Uo:l or the control• 1n c.nr .Urect1o~ des~red. 

:-.:se 100 ~reent res erve plan 1 a no t 1nhere:~';l.y a •rac.J.cal." 
J>:-opoaal. . In ce long ru.n the bal.ance o r adv&:~-.age appears 
H~!'l:'ly ln its ! &T!>r s.nd 1t 1a cocpletelr co~:>pat1ble vit!l a 
c ~r.t1nued tunct1o~ or t he competitive eap1 t el.i st1c order. Its 
grnt dlsadv~tsge l s the.t 1t would up set a povertul vested 
1~tereat . It cer~y coul.d no t be adopted except after a bitter 
~1;:0: an.! sh:luld :lot be propose<! unlesa each oppod tlon is 
EX?ected and :;;:re,.areC tor. 
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TE:iTATM u;sso~s lltiLL3TIK 
No, 8'1 

G-2/2557- 235 

L:n.I7JJ,Y Wl'tLLIGSI.CE DI HSIO!i 
- ..R D-:l'IJ\1'1:Ei:T 

~.eabineton, January 6, 19U. 

~ 

The infor,..tio.:; ccnt<.inc-:1 in thio series or bulletins 
n1'1'1 be restricted t o 1~ froc olr1c!31 oources ~bicb ere 
reaeonnbl:' con!'irmoci. ~ les3cns neecoso.rily are tenta­
tive and in no ze~'! ontcre studios . 

This docu;oent is reins given an ap.,.-ovne fiatribut<.on, 
and no a<'.W.tional coJ)ies ere avd.l&ble in the l!il.it.ary In­
telllaenca Division , For provisior.s c;overnin~ its reproduc­
tion see Letter TaG 350.05 (<;-1«;-,t,O) ~~~. 

r:crr..s Oli GER::A..'I A..'1.1l I7ALIA~ !lOI.IBS 

SCT.C: 

The notes present.:><: !-.eror.lth, t:atod October 10, 1940, 
c.re tro.J t. ilritish ofi'icial sot:reo, ' ' hich cekoa the follooing 
cement: 

uThe:e . . .. ite:.s . •• are intended to give only 
intelllgonce o: goner-r.l i.nU>l"'C~t on the 6U."~.1 ect of £oroign boobs. 
Technico.l d.eteils ere no~ gi\'et:, ::or IU'O the ite-uo in ony \I•Y in­
tended to provi~e instructi~n CD the eispooal of c!elsy::ld "ction 
and other boubs. • 

Attention is inrlte.i to e c' 1sccsa1on of German L"\cendi<:.JT 
boobs in n;: TA'i'IV: L::S~O:'S 97..U::!i' l!o , 67, Section 2, and to e. 
diacuasion or l:ritisi> oet!lods of c!ee.llnl l1!th Gema.'l bo .. bs in 
r::lTA'il'Tr: LESSOI'S ~i~JU,:.'"'i':!! :·o, 63, ScctioDS 1-3. 

1 . GEl!:!&ll 110!11S 

2. IrALll!' OOI.lll!: 

-1.-
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b. Ccnc:-ete Bo:cb 

":'"Le Ger::an ~:.e ~~ .... ~; .. !'rae )0 t.o :15 ~ 
~' 13 t-o !"ee~ ~~ ~..,e....,~s b le:it--'-1 c.!' boc::r, a::xi se"i"S:. 
inchu 1.:l d!.a::cte:-. Tb cal= is ll¢-t ;rea:. 

. ~e bo=.b CC!:.S!.s't.s ~ a: cr.:t.c" c.s.bi oi cxs:.t::"''!te 
1.:" 1nch3s thicl:, w!th cisee"' l•:ea:.:z :t.ecl :-ei::.!'~!. . :-: cc:r 
ta.1ns a 'i'. N. ":'. ~ge L., a st.ee.l ql.:od1.:;.!"1 •• rt:1 u a ,., :.~ex:­
ploa1\"e cb&rge in & s i=!l.e: q:.!:>l.c !:1 t1le ,.,.e . 

It l.~ pcss~Ue tc:!>~ Cle bo:;cb ns dosigl:.ed f= ~e-::ioe 
p~osea tut is oo:..ng uss.C. ~s 0 : nt.!.-pcraor.nel :,C-:0. 

It !s re~orted !CL!. t.:le ~r.:r.:.s t--e c!.rc7;ili:g t:r!1P 
bo~o.~,bs , one oi' \:hiC:: &t.r:.tes en !=;»ret. ~ o~r, f'it.tec: ntt 
a dtlaT fuze, bl:ri es :. tselt in t.:e ~ • 1'!le ;Jn!Sa>ee ::r: !be 
dol.a1oc' eet1CJ> tcnb is c:en.,.,.,lu! !l7 ~· cr-t.e: ~or::-.<><! ":ly tte J."L-st 
bocb. 

P.eports L""-icate t.:lo.t Ute 1• """ ' are u.s1J:i a X2 
t1)l0 of bocob which bec=es lin oc il:paet am 121 be .:e~te<O 
tlwredtor 1>7 vibrt<t.ion or ei3tm'ba:ce, nc!:: "" t!:at ~ b:­
COvil'\8 vehicles or ~ e.n_~s ~..in: U?· Le~ ::z:ese:~ 
beinll U30C tor c lea.ri.rlg the !>x!bs are "" r~lloo:s : 

(l) Soe.ll L"= 1"1re !To:s a nlnlpg range af SO ,uU; 
(2) ?'..re rrca an an:crc:! Fl'cl II"" carrier; 
()) A h..,...,. ae~ rc>;JO or cbiW>, "" lc;n;: a.s ~. 

draggoc! onr the &ro=d !:eU:een t<-o f:'l.litab:!J protcctGC! n M cl?• 

(This =thad is used i.:l lari;e .,.,., spaces rueh a.s ~., 

CC!I?L!'l '!IlL 

I 
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:.1p:.:. c! "":a: ::!'-::.,. ~ r~:-:: "".::~:" 1 ~.:t "":...::.:: .rw.:-e::. ec~= 
&..::t' - -":,:.;.• :::::=::.!, ~": =-:-- : -::. .. ~_:::::-:.:.:- !.::. t::;; .:.:,:;-:;~!.= ar !'":'"~ 
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- : - :c:.:: ~ _,. _.r .. , - 1: " : -:! .:.:: -:..; - . .,. <:; :-;.-:=..:. :x:::!:, 
?x.-: ':~!_t-..s =:..:..: :-=': :.:-==-__:. : .. ~ c.: :--:"9:-t.:.:.. ,,. ... -.2:., ~::.e':C; 
•!-:-~' -~ -::__-...e ~~~... ::=a- :::--~ :. ':.s•:.!' !! :-:a ::':-:-: ~~ 
~c.:s ·-~ ~ .::~-A:"~ ":..-f" rrx z.: ~t :_;_~ ~ 2;~~ 
~_:: - ;:;~; _e·-,..;: .. 

.=:.r-,.,. ~ - '1..-!i ;.!' :.l:.1.3 t:7t' c~ X-'-> L-'! -~·~-·- t!:e.= 
t::.<Jse c: .. • tl::e ~~.:--~ --:o=.:, "X--t!.~:.- ;.: ~ ::~, i": k::::!;s 
te.: L~e=e: ... ; "- 3 .. :-:-: =.: ~f' M"~T'!er bee!: :..:X:. is =~~ ~ted 
to ;:c.et=at.e 2. -.: ~ ~':.:l2 !:lot:. . 
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et-:;UtU" Y!t:: tc!l, o.:' we- !eet. nir.e r.rL or.~ inehes . The 
be.:' 1 t.r!.l!" ll" cc..e :".:>0~ tc.n !:;c.':.es lo~. T:ie Un:10t~r is si."': 
t-ni c::~"\1!' ~~~. 

7::e '!xr:.'.l, ::Me~ !• >i:tilr.r to t;e :;e,'lilDJI one- J:ilo&rnlll 
il:~~=.;, cc:.sis t.s :;:- " hx'y o! na,;nesi'.l:ll f ille<l uith igni t ing 
r.eiic:: - i:" ~':is ca:e , ?I"i'SSeC r.lu. .... .1niuo ,or.'e:- e.nt: <"xidc of i ron • 
.1.:-:•::::.i C.. e'ltin!; ~ t::e ::.0:.:. .,..., !ivo b~loo, cl ooed by cor k 
;'ll:._f"'S, to &.S'"i.s~ b t.':e cab...sticc or th:. content s . 

~~ei " t.::.e ';i•"xi!'!lwal er Cle e.ro.i.nG ve.ne during 
!'l~lt, ~e ~ !...,..:i~s i~tely upon at.rii'..ing the zro~<' • 
• !:! :3.1: .~ ... ~~-: =-..:..--_s -1~ -:~.)!en~ spl~\":.t.o:-!.n: tor c. r-riCX: oi' 
~;: 7: :.c ~-..e =.=.:!e~. =-~~c; ~. ~,~,, :ho-.rers or s::ar~s 
L'""'! Cc-t "'1;:t to :;. :""Z...:-..:.~ ~ 'U-. y;"' •. ::t:s, anc' !.t is aot rosrii)le 
-:.: :.;=:-c.!..:t. C.~C';.:" -~- .... -:.t.i.s: ~ t.:w bc..::b. At tts end or t!t!S 
~!"!~ t.!:.o spl.~~-i.=.o ~ ::e~~ or.:! t~ eatinG or the bo::a it­
:e:..:· !.s ~-!.:".:;, a~ ~"i~ t~!' C.~-J... ... one-!:!lo;;rru.; ince:-.dic:..ry. ':he 
pt.:ue :5; Y!:..!.c!:. ~ ::::1~S.:..u:: it.::el!" b' .. a-n: ltat.3 oX>ut tan oinutes . 

S!Lc~ , :-e=~!.:..r sp""~::..ki.JJ.[1 inccnc:io.ry :,Onb$ ";;oi gh 
c.bo"t.t l:.&l.!' a .:: =cb. s~ ll h ~,.,....,..~os:!.ve be~~ o£ o1oi.lar size , i t is 
;.os-!.blr !!u"!. t.:le .:.....-:_~'C~ !.:C.l."'<krJ r;~v ~ cictnl:en for the 50-
l:llcc:"3= l t.:.:..1:!.... t.e~··:-c tpe :X.::~. " ccoreingl.y, 1 t i s not 
reee::-~ec: U:..:::t ~r=,,~ ~'C..r3ru"..ncol f'niC!nvor to Cioa.ra ''duel" 
U:eud.i&r!es ~ .-.·~: s si:e. 

I 
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This military situation r.oort io ioouod ~ the Ki l itery 
Intelligence Division, Oeneral Starr'. In view of the occaaional 
incluaion of political information and of opinion it ia claaaified 
ao Rettrioted . 

I. Western theater of V~r . 

1. Air pprce Operation!. 

Ther·e vas ml11or Gerun ottenalve act.h·lt.7 OTer Great 
Brita in during doylight of the 4th and 5t h. On t ho night of the 
•th- 5th tho German Air Force operated noraolly, focuatng principally 
on tho Briatol orca. Last ni«ht the ocala of attacks ,.. again 
noroal with the main effort directed 8£&inat London. 

Information on R.A.F. operation• ie inco~lete. Bow­
ever. it l o known that Breat wao attacked on the nights ot the 4th-
5th and 5th-6th. I n addition there woro raida al aewhoro over the 
occupied territory and over veat ern Gormuny. 

11. Greek Theater of 1:/ar. 

Actlona of a l ocal character are reported in Albania. l n­
cidont to Greek infiltration in tho north and eaot . Air activity 
appe rently ve.a minor. 

ttl. Mediterranean and Afrtean Thttttrt oC Var. 

Bardia, the firat big Italian otronghc1d in Libya, vaa 
captured by tho British at 1:30 p. a . January 5, 1940. Advanced 
Britiah mechanized units sro reported aoDO fifty a11ea ~o the veat 
of Bardia , 

'!'be R. A. Y. cooperated clooo1y in ~bo aooault on !udi a. 

R3STRICTXD 
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v !"i.r.l~ ~:;. \'i: ~euci. _,;: t roe tet.i \'e . actr l\u!v• ar.d ~:nr.·-~1 -
0L'ti.: :?cf'Cn.!1c:i c ;.· cw:~y r..s:-. , w.:~tu-. Hrt' th1lo;1 in t.ho l.:nit e: ~t.z.t .s 
L •;,.._ t.rll t.c :.: .k~ L!i! ar .!.e:;t:. !:'I .ft~:-1ta L.Ceq~,;&~t- to ';.h~ eu.!~e!tt!' ..l 
.; .. :· ... rll! .. !' tc:--.~e :-:1~: ~~ -! :·:-~·:_ .. ::.. :':J.: e&:. l')hlr ~-~~~ ti~:~t. 1~1 ti:.(: 
1·:•· • .11':. !"'!.·:...:.:-.,. ~\'c:O:·'"t:.1~i !:-. o·_;!" :~nit~r-.:1 li fv no~! bt !t..C!'r d.i::e:t<:::. 
to<.! :r ... n..:.: .. :-.:io./ :.·c~ ..:::·~=-. ..-~ . 

i:-;t::-:· -·..:.: ~.,;.~.: :- ·.!;-'-~-

: .... ~ :[~.:~~-~;.:~<;~~~~~:~~~ ;~.:. ~ 
!t.:- <:? •• t6r:J o·~ .. !" t:.t ;·!.7!::~ !"..:.­
~ .. 'i' :.:"-1:~. . lt --:. -~ !t.:~f­

;!• l r" .... .,1r~.t~ . i~· .:;:-... !.: .... ") 
..... ...:._:-;l :.;. .:.::a e--.... :-.; .:.:-,.:· --=-- :. -:: .. :or- tJ.·ut , 1.. ... 9x;r9:: ..... ::.:; ... ::--:-
.. !:-r~-• ;-~ .. \ _, t':~t - ~-.; r .. t:-· ... .th . 1! ~4l.r4. :....-., 
~ • t' •t .... . r. "!·~· c;.. • ..: _ !::· t._! c:t r ~c::· ttr .:r.;: u::'::<-. ~s~-
t.,..t , :. .: ..... - = :.:.!" !-:.:~ :~-- -.~t.: . :e-:;c:r-c:• h :t ~:!:-.. ;.;::-
.:.: • r~: 'l.!'t J !~= ~;:-.. i' ! ... :~ r ... : .. ir. U':ll :i~.d;l•! L:!' a .r.;.,.. 
.:.· .... -1.: :;·:t~ . 

L •..n;· !~:-.:d';.!.:-_ e .. :dl.rt ;rJ, r6o:'" th ... ac::.1v:, 1-.t..ll!i;:-.: 
.:.d :-at:1.;:.1c « .,~._,:-ui...:- ~=~ t~- - :-'-':. WM "',.tr, •,.l'h, .... ,..hl::~6 1: •;i: a! . 
L·, .. : r.. !:. -:·:·~~t-at.~ ~>J:._-;o: : hE. '~"!"incipl .. • cf coll~;octi'N t.1::f't.!.r.!:-.r 
a: .. · .. h·~., ... ;:c-.:: t.'"t ir.:.cr,!t.! ~f' the .1orl:ir:fMll.-n ad4l~"U:.t.~ l-~t. t'C';.i:.; .. • 
l..ttt:lr '.-..IJf t. i;;u·,- t)",i.t 'J.r.t!;::- l~.L <!.:!'ul~J.~t.rtt.':,ior, Of' t.lh! ('I J tiCO Of i-~-

.. c:ic:r. :·an: . .:.:- ... :'1\. r.: sur!.i'i~!fB v.ill be CPA\iC :Jf tt.. th.-.t. ·~U xt t~ 
-·~.: ... :1 t:.- a :t:- r· .. !:-c::.'!! :::: Hc r! . ic\l cr. tt1.:: pHI.. of cq:itcl , "t'.Jt ~1.-:.!'t 
'! it !.'"" 1":.-~lto~r:.::.:.;;: ;.·:;::- ':'t-;'it.cl t O .. ;;-•d: II h l !'Hh &.CV:JI\OftJ b:,• !":;. ... 
,::- r :~> r.:·-r~-~ .:-.£ :-;-~-~:·, :.;. :-.'Utt lt.-. r a·toU rr.;· ttt..r-t. to: ... _u.~ 
...,. :-~Jr~.~- -.:~L .:~ .i.U - :~!t.!.::-... ~. th~ f:'\:1-•J'".t t)rla-~dd>: .:-... r,:...,.-:-:~.-. :t .; 
- .:~1. '"d:".ei~.-.. c!' .:;::-=-:::::!o..- ~u:a!r.!~. :o ·..r.'l \.t.: r1, Jj:! ~:- :&h:.r- ·.;. :-.t:~:-

., •;·p..,_.._- r-~ ::,.·.:~..::: .!'.:. 1:.- :.-:o:-.:;"1 1!. tr-1~:- ~t,•ll..-r.t'!c.. 

1~ : .c ·~:.-..:.!.:::~ :: :'!:-c ... f o~ t.'1 -trlf .:-.. ·:~:; ... r!.c·.:.:. , - -
:..~ .~;:-.-~ ... :" ··-~ .:.! ::· J -r ~~ ... ~ _.:.:C.'J· .:: ..... ~t:. -:..;!:t.! o;.--:= 
:. .. :,::- "l,.l: ; .:=-,_ :..~ .. ... ::..t"!':: - !:1"""' \":.!t':.l.: ! :..:-. .. 1::-:- .~r~ ..:.!. 5:.):.<; . 
:. ~~ :" ... _ .... • ... - :-:;. .... _ :..:. -1-.:.:. """ :'"! 1 ... &.: C'i..,:l.t .. ..... , ......... ~ ::c :2':. - ·=- · 
.::-.; •·r ... r 1-• .:..r~..::-.!:...:..!l'" :.: t::' c:-J.t c .::.:.t t -u •o !""»~ ~:~ :-~ ::.-

·:-~- ~ .... r. :.c;:. :.. -;.::-:.·~~ ·.'!:;.:>:-y !. •• • ...... _,.r:~ . 

-::: ::.do!.C'v-- -:..",~,.. :-;,. • ...: ~ :- "'..;,.ch t 1.c c~.jf,trj.' ... r.ct: !:'":)"' t-~-
, :f!.,,a· v! rr;vJ:.! ... .. :_,.,..,:.-.:.: ~ :.. , -~ .. X?L:::t. tl:'".C. ~·J; ' J-,--ve tl-.0:. £!.:'".~ Q ~ 
!'::c. '"r.,ti ... r. .:.~ "" v-,r · -r:-:.:~--- ;.--·.t ~l..i: \.: ~ ... : &el1!"1et ' ..:o ir"~'" t.:» :Aka 
1.; it. Ul e~n:::-H.;.ti. · ;. ~ :x:r; ... ·.ce!BttU.t. 1\n~ 1.. r ... r &. e.t'!'1ci'4!"1.'. c.~-
: ::t. . It 1. t~..!:- $:-i:-lt h . : .'l. -r e •• k V 1 r.voict. , a.t~d it i.z 1:':. a 
a1~.J.:.~~.r sr!.t1·. t:'l.t-: • ·_ :;r.~-;:r:;.Y.. ~to.!.~ .· :- t tr.tl( ,..~.!.en tn 1:o-rz::C~r­
i!", ... ::J~:· '\:..I eo:-.-.it·- ~:.: ~ :: :-~.:: ~.c..::C:s . 

r.!: .-Y !.. S"'::.:!t':: 
S t:- tl.%1· ef .. o.: 

;:,;-.. t:;n 
S :- •.:.r; o! ·.t. .... _ ... _ 

..llJ.l~' $ . r::•~':.SE:: 
rJl\;tt:>r w. .. r•! 

!:~·:::r JUa:·A.: 
;.sa .. :t ,~ . :tir•c-....;:- ;...:.<.:-:..: 
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ESTAN..lSh i·~ ~~ CiFIC~ OF ~C'X.!IOS UU..~7 I S 31: 
lil':EC~"tii'~ ~PFICS 0!' Tl!i: r .~ll£:!1 

Al:O DSn :i:RJ J 'lS F"JNC7YO:;s A::) DG1 I$3 

By YS.rt,_,e of the tu.:.thorit.y •eat ed lc. u b7 ':."A ~~1~<.J­

t!on L"1J ~ ...... _..~tes , t..n.S 1ft or~or ?;.O J.e!"!:" tt.;:':~ ~. 
!'Ur:tlo:u ar..:! c.!u?;.1ea of ~!lC! O!"ft .!f' !or ~r-';lt'C;" ~L.t...r;ac-.::. 

w! th' rett-'<rt · o ·he 1:at!oul ee~r~3:-:• s.s ~ • .:.h .. ...S t;7 ~ 
f r ec1:fn• ':.0 ,.x.ht '3n 3e;!t~:·o:~r .i. l?J:J, cd ·-~ !:.::rut.-e p·~ 
.:.~e-:!o:a !o:- t."• :..~lor.Jll ~e~~:::." ~:-e,-::: :.eb!.Hu.-:h.: :~ 
ate:-lal r eao:.c-cca )._,'"~ tt~ 1o.~=:·-r1al fa,U!.tlet c ! the S.~lo::~ , 

1-:. la ~rtbo;· Qr d.tr e:i: 

1. n ... re ahall 09 l:1 t.:-.e ~ttlee tor ~.;t=:r .!a.:ate-
2t::~ or ~· £::aoeu•1Te 'JI' 'f'ie e o~ t...'- Ft>ut.e.c-: , a:. ~-e er 
Pro.tuct!on ~r;~e::t ':!\i:it s~ll :o·-dse ct (l) • :t:c-c~ 
Jr..er&l , t:1d (~) an .\alOel"'t" Diree:~..or G..:ual , ••= -:-o be 
appolee•d b!• the Pr s:.i dcnt . {3) ~e Sec ret-ary o! • sr , ~-! (4) 
~111 Scorf'":.uy ot 'l>he !1•"Y· t'!:.e ::.enber4 aha.ll unw a a auc!; 
w1.tho-.at. cona-enu.tlon but sl'.all be ctitle c! t.) •=~ an:S 
r.,.ceanry ~rL~aport~tlon, aubaistence , a :r.d otZu· ·~·• 
1r.o1~ont al to the per ro rm.nca o!' thet:- d.u~••· 

2. "1oith such a :hie:e and &Ul~~a:nca • • it. --.- r tq\d r. 
f ro» o t M-r cbp&r tr::enta a:x1 ·~(tct'lCie:; or thl'l Pecf.• nl Go'l'tN:aent . 
L'\d IUbjtct to a uch r ot;u.ls.tioo.s cr dirsot1o.c.~ • • ·~ FruU~t 
oc.y !'ro:o:. tlao t.o th:·.e pre~cribe , W ~bje:': !Ur• M.:- tc ~ 
r.!M:-al FOlley U:,a t tt.~ ~&:" -:o:t.-: r.ts or - v a,:; a..,. ..:;.; ot.hD r 
dep-t.s·~nt• aJ.C! • r-f!n-:ios of !r.e ~·P-r.:t:Xtlo; 1::U l 'bot \Ot! l h.e4 ~o 
~ :l1Uio1.e e.-t~nt ec.:~p&tl~e wi ~~ : rrbtac.::. ·"• V~!"1.:e o!' 
rroiuctto~ ~~rc=~nt L~ll : 

a. ?or::ulst.e a!::S ~u:r..e 1:: ~!'!: • : .. l:ll~ i:':."t:-Na"!­
all ;;ee.5'.;res tu!3dt".ll s~ -.,.,.re;:rh.~ 1~ or4~r 
\1) t: t~er3a•e, a::ol•r•~ . &nJ r•~la:.- ~~ 
produoUoc eo! #"J"?i'lY :4 :a-: · rl '-h • .._..:.!:lea 
.:.4 Oq>.lip:oc.::t ac. ... tt.3 ;::o"J\ttc-= o!' e.rl£1:)" 
plant. racili~io• c.e ... aorrS.ee& r a-i.dre.! !'or 
~o r_.tion:U de:ts:s.s , ~d (:) ":.., lu..:-c. t N"sc­
tt-.~ coorii.cu.':i<m 4 ':...,o,,.. aat.1 T1~lc.a ct ~ 
aev-.rtl d Tpar'bJnts . e:or F¢ra-;t d:-..a , s.::<! other 
a.C)-GC!•s or tho C-on: rm".!l~t wt.l& a:• ""- r lOtly 
oonco~od thor~wit~. 

b . SUTVQy , &nal7&0 0 aM Su:r"at1.&f" lor pW"fo• n• 
o r o:oordistion th at•~.::d r...,ul.r;3.D~ o!' 
\b') 'rar Md lir"'Y a.nd other d lpe.~ .C.U -.:.a 
a r311=1 o s or t.h.J C-oT .. .rd"'2Jft-; . uwi cr r~r-dp 
f"'1'1:tr:m-.; :tts tor :.at~.-rlals. u 't'tc:l••· ar.4 
C1UJpno~ DO ~ded for d~t·~~. 

o . -'<hin .tt."t r o•rc-: t.o t~ pl s.::s .::C •~Y-W•• 
or th') nrtoas clepar1'Z'"..Il't& -.n'i a n::.:if'a !or 
~b~ p!U"chflSe or :..t-ri&.h , ~t.:J•a • a::! eq-Dp­
MG'; rec;u.irl!d for d)r.ma~ . ~ c»-r-!:a.k tho 
pla~n-: ot :a.jor dot'.:•• ord::r& a:.~ ~t2:'tr"-e!.s 
an~ t.o ko"'i" !nf'o~ ~t ":he ,r:vrua c.t the 
T&riou.~ pr~n.::a:s ot prod '~~tee. ~ .. 4n1,-. 
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!:1....3 Cll.. ;.- -=-~~ -1~ .. _ 1= .....-.::~~...:• 
:.-.c._~ .:; -.hi ::;_:e :.. :?'r:"'--=:-::o -..._-::.r-­
~-t. 

?e:!o::. :J:i..:: !-=:.!.:-= v:. u..e.~w ±t e:.-­
t!lc::'i!.!.e.:. 'r.-..~~._. ~ :..:x ?:\..!:!!~~:.~ er sec!!: 
? :.!" ~e ::L.*C~~ ..:~~ a::. t ~-ne-e ..:-~ 
c: :~. 

~ as ::..'::! 1!:...1:1:~ L.."l:l chL::'IIl c! =~­
-:.a~ ~'t,.~~ t.:. f .. ~ x...r:" ::tJ;;T..!..c.bc. -:.e 
toO!. C...--:;::c!.: o; 4-<:!.:.:=L. IC.:c.:e :.=f t.::.! !:e­
pa..-:=£.:;:_ ,: .~ i--:. ~ d_-_ T~«1. :C: 
U!. =.. ~ ~ ~ -...-~ "=iC= ~ :cr.:..o..a si.=. q -=.. 
~l!..;Riq: ~ .:-.z, c:. 1d.t..~ : C ;-t'l:t. ..- L.:. 
0~ :.a.~~ ;..:-.&.-:-..l\: ~ :t!r%« ;L--~,..; -. 

5:£ ~:!:=-=.: ?--.....:.:..-: JCZ .. st7, -n .. .=ex J:l:. 

3ll a:::;: ?::.::: ~b!,):.. )c .. ~;. ""~~ ::.=..­
f"T""--~-

Pu-!c.:-: s:± =~=- ~1!.:-.:. u U... ?r.!~ 
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Janua ry 7, 1~~ 1 
9 :0b fl.:. 

., 

Hello. Jerome talking. 

?.ello , Jerry . / 
1 vant to tell you vho t ~ppened u~ in 
~ev York yesterday a nd get your advice wltb 
res?ect t o a meeting t~ be held th1s noon. 

i'Ught. 

Ao?ftrently Quinn haa got alo~c very well 
vlth every~ody but tnree groups, three h~u•es. 
Re 1 ~ 60t ~~ough o~n~~ ~ 1 thout t heo. ~ey are: 
3urier or Le~an 9rothera, Tracy of t he 
~llon Read !~ve•t~er.t Trust and McGrath of 
l.au .. r4 i'rerea Inveat:ur. t Tr us t. 

Those three rellova ~•tene1bly take the 
poe1 t 1on that the Br1t1ah oughtn't to be 
reGulrE~ t o aell th1e, that they didn't 
vant to sell ln the laet Ver and they oughtn't 
t o haYe t o . Now, tha t 1 6 whn~ Dave repor~ed 
to ae yesterday afternoon late. Last night I 
go t word - I got 1t very e:mtlde:~ tlally -
t!:at 1:; the Lehman cup ttay are •e.ying that 
t he way 1t vaa r Ut up t o them, vh1oh I don't 
tel leve, W&s that ttla waa a n errort to r or oe 
the ar1tish to aell a t ar. unconscionably lov prl~e. 
vhlch or course ~ sr. 't ao. 

Rl.gbt • 

Nov vtat the mot1vat1on 11 I ' on 't know. 
It &&1 be one or several. It ~Y be t~At 
theae rellovs are oloae to t he corner and 
that the corner aent out that ~ord. It may 
be t~~t t hey wan t to have th1a bualneas done, 
they ~&nt t o grab 1t and make public d1etr1-
but1or. or 1t an~ art ftga1nat t he ldea or the 
1nYestzent truEt buy!ng 1t and holding some 
or 1 t a nd not aell1ng 1 t. 
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I get you. 

That's a tight between- you see, t~ey 're 
teorrul I think, some or these investment 
tru&te, these three I named ore domi nated b 
investoent bankers... . . Y 

That 1 s Lehlilans 

Lehman, D1llon and Uzard. 

Well, Dillon ..••• 

Dillon has got an 1nveetment true t that they 
ma na ge , Le~n hae got one that they manage , 
a nd Lazard have . Now they've got a con!liet 
ot interest there. 

Yeah. 

There ie a l ikelihood that the inve•tment 
trusta will, as in t his oaee, become real 
underwriters; thst 11, buy aeourities and 
dlspoae or them when they get r eadY. The 
investment bankers don't like . t hat and this 
111117 b e a symptom or that fight. 

I see. 

Now, Dave want a to know what he can say today 
and I wondered ir this would be all right . .... 

!'lease • 

....• ~or him t o say that tha United States 
Government ia not requiring t he British to 
eell. 

Tba t' 8 right. 

But it i8 trying to work out aomathing 80 
that should they decide to eall they can aell 
on the beat terse, and with the l eaat disturb­
ance to our marlteta. 

Exactly. or couree. 
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And that we have been a&ked C1arel7 t o aee 
that t he group get toget~er ao that they 
ean tlrat. get into reaaonable negot1at1oca 
tor a decent price and aeccnd, ,o that 
nobody 1r. the group will get an unta1r 
advantage. 

100~. 

All right, I ' ll tell hi& that, and he can 
certainly say that t~e Oovarnoent 1an't trT!cg 
to have the Br1t1ah aell at an ~~a!r price. 

Well, l t' a rldleuloua. 

That's Just propasanda, you ,ee . 

Now, one t hins it 
like to euggeat: 
aae, and tell hl• 

About D1llcc. 

you have t he t 1ae t hat I'd 
that 70u call up Fcrrutal , 

••• • • to call up Dillon end tell h1a t o get 
en the bandwagon. 

Yea. That's wha t I had planned. I'll 
certainly do lt now that you 've auggeated lt. 

Call up Forreatal and t hen it Lebaan acd 
La~ard want to hold out, t o hell w1~ tb ... 

Well, thAt's what ~inn aaye. Be can o;et 
along w1tb til• and he tblnlte that 1t Ul.e 
deal progreaeea they'll eltber coae 1n at 
the laet 111nute or that t hey'll try t o bon~ 
in and get. lt t or the81alvea. 

Well, I can take care ot t hea later. I'll 
talk to you about lt, but I'd like r orreatal, 
vho eat 1n with ua, I'd like hl:a at leaet to 
ha'fa a chance to talk to Clarence Dillon and 
tell Ilia to get on the bandwagon. 

o. 1. I'll do lt right away. 

And then aa I eay, Juet lea•• tao•• other 
two boua~a . It we vent to take care ot thea, 
I know hOW to do lt. 

2.14 
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All rlgbt , I'll l e t J OU L~ov . Dave 1 a goi ng 
to aeet tb~ about noon anc! I'll l et you ltnov 
vba t lla ppen". 

Svell. 

Fine . 

215 
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J anu1117 7, 1941 
9:20 ••• • 

2.16 y 

RE P!HTISR PURCHASING 'PROGRAX 

"resent: 

Purrl s: 

E.l'.Jr: 

t owding : 

~.~.Jr : 

l'olldlng: 

B.li.Jr: 

Yr. Young 
Mr. Purns 
Sir Hugh Dowding 
~s. !Ootz 

t'ell , Sir Hugh has just arri nd Yia Canada. 
We really hann't had a chance of talking 
wi. th hia 7et aa to how we can get real •ilue 
out of hie Tisit; but fr011 rq nr, short 
acquaintance in London, I sa quite aure that 
we are going to get Yery great value out of 
hie Yiait here. He was Fighter Commander, 
&I JOU know. 

Do TOU want to till first or should I talk? 

Well, aar I talk just for a ainute? 

Pleaae. 

I want to s&J that I exercised considerable 
ingenuit7 at hoae so as not to get cut and 
dried wtructiona onr here, you aee, and 
I haTe got a perfectl7 free hand to exercise 
rqeelf in whateYer WIJ aeeaa to be beet for 
the coamon objective, 7ou aeei and I should 
yer,. .uch appreciate your ad• ce how I can beat 
spend rq tiae out here. That 1a all I want 
to •81• 

Well, I tlJ.nk I sa partl7 ruponal.ble for JftfU 
ooalag. I aabd tor •-bodJ who had the 

' 
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experience that you have ~one throu~h Foth 
for your own fight and for our own ~efense I 
think there is a distinct contri tutton that 
you can make alon~ the se lines. You take 
\t , for instance , . these Curtiss P-40's that 
you are getting. They run alon~ unti l some time 
in June or July. Non, so far as I kno», the 
Curtiss have not a proven plane which will 
follow along after the Curtiss P-40. The next 
fi~hting olane that we have, wh\ch comes into 
nroductl on, is the Bell. Ever·body see~ to 
think it. i s ~retty ~ood , but r' don't think 
anybody ts sure; and I don't sunoose thev r.ill 
be sure u.ntil you have actually ~ou~:tht iL 
I can't find out - it may exis t - of anvthing 
that we have 1\hich is ~oins to follor; after t he 
Fell, and as I understand tt , you have found 
i t necessary to constantly increase 2un fire 
and whether even t he Bell is uo to wfiat you 
already have, I don 't know; bu~ you would know. 

I don ' t knon what plane , fot• instance , they are 
coing to ?Ut the Rolls Royce en~; ine in, Ylhich 
tS bein~ made by Packard. I don't know whether 
there is one . In other words , it seems to ~e 
that we have got ten along to a certain point 
here and you, knowing what is necessary to 
win i n the air, my suggestion is that the 
sooner that you can get the ~v neople to let 
you see what they have on their dra'l\in; to~rd, 
the better; an~ then ~ i ve them the benefit of 
your experience. 

Now, that was what I had i n mind when I 
originally asked for somebody from the Fightet• 
Command to come, and I am sure that the Army 
~\11 make tbnt possible . If they don't , I will 
be glad to helr i an~ I th i nk with that in mind , 
the sooner that you call on the Secretary of 
l•ar the better, and then General l!arshall and 
then I suppose he ~111 t urn you over to the bead 
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o! ow .Ur Corps, but I • Yei'J .U worn.a 
about wilat pl ...... are soL"tt to ban to ftpt 
with ill '42, Ul1 I cloa't ne ~ tut ... 
han. 

1 woa•t ue the word •tuata•, boat it b a 
thillg that I aa absolwteq 11p to elate c., .Ut 
1 .q Call the tbe017 ucl practice of OW 
f i ghtiur;, ua that eroerl.e1111e h absolwteq 
at the aispoaal o! ,oUr COIIIpoi ea. 

We ban a rltal I.Jrterut La thh ooatJT beiJic 
at work Clll a fi1JateP QlcJa - _.. tbaa eft!' 
w ban that rital I.Jrterut now with tM 1iBe 
tllat tM Preaicleat bas clecl.cl.a t o tab • . 

Well, what I arisap 11811 wilat I JaDpe, - w 
cet t1ah leghlatlCIIl tlarcllllla, l.a tbat .. wl.ll 
be orierilll: so •IIJ tllou11111h of fir;hter• 
.Moll tlae Preal.cl•t will 'be able to sq, 
.. ll. so-~~ !or tlae oot.a State• u.,. 
so -• !w tlae Ia~ • ua so -~~ for the Ellglls1a, 
so .aoh !or tll8 Gneb, ucl so -~~ for tile Cld•••• • bat it will 'be - fidlter. 'l'bere!are, 
1 t1ai.Dk it b terribq ~-t tbat ...... 
aot tlae wq w are - w un r;ot 20 Boeiap 
·--... aa tlaq laan ~ to :!t:'t tlie Joria ~ .tpt 11811 pat Ia the '-II si pt 
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Oh, I th: nk i~ sc~~s like str'-i~h+ common 
sense to :-e . :' ~ <:o'J..-se , it is what you seic 
cr'-i~'ll- ~ne~ ~t! :~~stion o: a v:sit "as 
. • . • • ' • • \. . 1' 1 t th 1n ~~es ~to~ . ~s~ 1 . s-~l ~ ~pr ~ o e 
ro=ber situst:o~ , ~oo . ~c you"have a lot of 
tn:cr=~tio~ o~ t~~~ ~ ~en !hcurh your s~ecial 
ex-eri~~ce ~s :e~~ :~ 'he fi~htin~ class . 

.. ell , I cer tcnl:"' K~ • ex ~e:lc it to tl:e bo=ter, 
'" - , l " . - th"nk t" + t.Ut ss 1 sa; , :;- .:r-r-:. .•e l!l.- l S , . 1 _ _e ... 
the ~uicker ;rou ~ ,;: :e~ t o :'-vton v.i tl: ;-er­
~ssion to stay ~:le~e lo:l- enourh and to see 
ever~thin~ , t~e te!ter , and the more use it 
r.i ll' be 'coth to yo-:..- cC'untl')· and to ours . J g;·ton 
is the nerve cec~e~. 

I shoul c take ~:r ~~h to see 2ecretary St i3Son 
nne also 3ec:e!~7 :iox. 

• 
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Right . 

Because there is a Navy aide to this, though 
that is eeco~dar1 to the Da7ton. 

220 

Yea, but then as soon aa fOU can get Vr. Stimaon 
to General Marshall &lid General )!arshall will 
turn him over to the Ai r Corps , I think the 
better. I take it what 70u are more interested 
in is to get the correct t7Pe rather than the 
actual purchasing , isn't that right<> 

Yea. In other words, the fin&~~eial purchasing 
aide I aa glad to aq has nothing to do with 
me . 

But as to the tTPea? 

Yea . 

You see we atill have a bomber, and I think I 
aa r ight , Phil, that we are making - we have 
three different tTPee of power drives for the 
gun i n the aaae bomber, which aeema to me 
rather aillT. I 1111an we ought to make up our 
11lnd how 11e are going to drive the gun, what 
t he force i s, but here is three different 
kinda of .ative power --

SUch aa. electric, b1draulio, and so on. 

Yea, ian't that r ight ? 

Yea, on the turret. 

Instead of aa7ing, ':'Well, thia ia the best ililder 
battle oonditiona. We ought to take that.• 

we ban had practi.oal nJ.'erienoe, because 11e 
ban tried the other. ~e have been through a 

' 
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period ?f trial and error for several years 
over this turret power business, a.nd I don't 
say that we have got the best possible thing 
now, but we have got a very good one which 
works . I mean, the best is always the ene~ 
of the good , and we h.ave got a very effective 
power turret now and - I mean, I have noticed 
in recOJmending to JOU the Bolton ?aul 11.!1ich 
is a proved and tried turret. ' 

Is that the Nash? 

The Nash is the hydraul ic turret an~ the Bolton 
Paul i s an elec t r i c , and one or the otbe~ s~ : ts 
different t7Pes of machines, of course. They 
are both very good tynes . 

'liell , what I would appreciate is for my o1m 
education that afte t• you have been out to !)~on 
and after you have seen what you have , if you 
would come back and give me the benefit of .nat 
you have seen. 

Yes. 

Plus your critici sm. 

Yes. 

Tbere is a uoint which ari ses in connection nth 
that froa both si des of the water, which I 
learned from Co!IC8llder Boo~ a co!!Dander of 
yours in the aeronautical end, that I c~• t 
be too emphatic about. He pointed out that 
there is equiument going from this side, and 
he thinks £he· idea works equally the other way, 
which has no appropriat e technical talent t roa 
here to teach 1t s nrouer use and aPplication 
on the other aide, an~ that as a result verr 
naturally t hings are discarded. He thinks that 
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the trouble - this \s !ros his 01rn obserTatiOllS 
ldlich he bas al!p&reatl,)- -ae in bglo.nd - t he 
trouble ~th the 50 calibre gun that •e haTe 
been hear1ng ab~t that ban bee cODing ! r cn 
here, that that 1s literall7 due to certain 
l ack. of lmcnrl edge about tbe handl ing or t hat 
particular gun ~ch s!Hr.Jll! came str aight oat 
of the supplier onr heN a that eTery contract 
should carl'7 throQgh with tbe necessitr of an 
actual instructim: 1ll1i t a: i ts T'eculiari ties 
and so on. l!e sai d the - thing here , t~ 
the turr e t that JW 'ftre j 11st ..mtioni~. I 
unders t and that our tur:-et bas certain oefects 
froa the 'OOint or new 0~ tbe ceo·de 011 this 
s ide web Room is q:Ute ~ now fros his 
obsenations on the other side ia due t o a lack 
of appr opr i ate teachi~Jb a t this e!ld as t o how 
that t hing has t o be h.mcllecl , and be recei n d 
rer ol'ts • apparentlJ f rca the United States end, 
that our turret n..s not good; but he wu abl e 
t o see on t he other s ide the f act that i t wu 
and also to get a pretty ~ idea as t o 1lb7 
ther were pi'Obabl,)- disc&l"diJJ& !. t as being pool' 
her e . 

But I t hink t his ucbQp of t echnical t alent 
both ftTS to uta aar special apparatus .art 
is a • t tu of first clus biporlance, ad I 
nrcaised, by the -. I woalc! •!1tion i t t o JW• 
and I thought s~ U... i~ 70'.1 wuldn' t J:lind 
letting Boola han a cb.tr:Dce of talking, his oa 
experi ence i n Eltgluo! ca this t.biDg 1d th JW• 
I t hink he is Tef'7 nbabl e. 

One little t hl , . Phil , which I han been 
• •&Ding to sq o :pw. If we are going t o 
get t he last of t .hose 9 Cauolidated b<IUers 
for t he ~lish - I d:J~t' t bow hcnr f ar along 
the:r are • '&at if JW ccr.W! fiJiil oat - w shOulcba • t 
begin to put the l'foK at baK sl.zjlt in and tha 
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b:sn_to !"it1 the c!a= thi~ en: ~ ... in . so i! 
th! !Jlo:l:.sh :u-e going to ~t those nine - I 
think thrl"e u noor a 66-2.1:3 clw!ce tlut you 
are - !or beaT~~ ' s sue • eTc thtr.~;::'!l the cl.e!.l 
bun' t bee:~ ::ade . ,q,,. don't ther is.sue orC.ers 
to be;t~ to put tl::e ~er:'J 't-o-~ ' ij;llt in. You 
would san a co1r.l~ of 110ntl::.s O!l tbst . 

Yes. it ~c ~ jlllSt terrU:le U n b.aa t o 
reTerse = thot . 

It se~ pe~~ee~lJ asi ni ne to ~ut ~ thing 
in ana haTe to r i'o i : aut. I cl.cn•t see 1lb;r 
thq- c:sr. ' t stO? the thiaor ncnr a::.d begin to 
put t~ S?erl7 :Ccl sight in. 

!here is a nrr good instance of that going on 
now at uresent . !en han sent a n1ml:er or 
!ighte n anr to ~l!llld . and the7 all cUll! 
off Fre:~ch c:~ntrac:ts . The result is the fir st 
tw11 or three !lllnths our there they c: an ' t be 
used if they sre to be rullecl. to i eces and 
han our eq'llplle!lt put in. 

!cu ;wean radio e~ip:ent" 

;'7ot cmlJ' &t. bvt enr;thi~ is non-standard. 
The f r e::c:h. i! the7 n.nt to crotn up the t .hrottle . 
they vall i t J::sc:lt . I~ n wet to IJ!'e:n U? the 
thr:~tile . u ?Ush it tonrard. 

P.ather untortunste to do i t W'O!Ig then in the 
aii!clle o! a btUe. 

Yes. !!:en tl::ere is the r a.dio a::.cl. the "oxygen 
u naratus. tbe blilli! fi)'ill6 insti'IDII!nh. enry­
thing J::as gi)t to ee altered to CJlll' standards 
OTer an the other side. 

Tell. I agree this is an utre:we c:a.se . of course. 

• 
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because the French have entirely different 
equipment, entirely different ideas from ours 
but it is a case in point about the value ' 
which could be obtained from a proper - from 
the greatest possible degree of standardizat ion 
over on this side . I daresay comnlete standard­
ization is not possible, but one should go as 
far along that road as it is possible to get. 

You see, I have been asking about once a week 
why they don't f ight those Curt i ss P-40 's and 
I alD38 get some other answer, but this is the 
best answer I have had yet. 

Sounds much more convincing than any we have 
had yet. 

But don't the English government have inspectors 
at the Curtiss factory to make sure -- -

The French debacle waa June 17. These things 
were probably so far advanced at that time that 
the contractor wouldn't change all his speci­
fications . He had no doubt ordered all these 
instruments to French specifications and there 
we were. I imagine that is what it is, because 
I think changes were introduced later. 

How i s it now, Phil, do you know? You have been 
up to Curtiss. 

Oh, they have been putting out the English type 
for some time now. They have changed over. 

I wonder whether you could give the Secretary 
just a very thumbnail sketch of where the 
various types of American machines are being 
uaed. I know you (Secretary) are interested 
in it. 
Yea. One gets out of date in a fortnight about 

I 

• 

Regraded Unclassified



;;:'.Jr: 

41rvis : 

~:. " . . fr : 

!i . ,' . Jr: 

l'?l'(d i ng : 

- 1:) -

tb~ v:ry latest developments , you see , ~ut 
thls 1s t he general situation. 

The Hudsons, of course , have been l n use for 
a long time . They are, I thi n~ . ~ rob~tlv t he 
hest tTCe of aircraft which the Coast nl Co~and 
have for th~t oart icular ki nd of ~ork . It is 
•1sed for o'eservation over t he se~ anc attack 
~f su~:L~r tnes anc s ~ on ~nd so forth . :~at is 
a r roved ana triec t~e ~hich has ree~ :j•al~~rle 
to us . 

Then we have ;;ot the Glenn '.'artin , ..-hich is 
j·;st ::o:n:: i:Jto service no:-:, and I ~h:nk 
t here-ere"onl7 a fer. of the~ that have been 
delivered noT; ~ut they are actually in use 
now i n the ~'editerranran, and r c?n't know i i' 
you saw so:De very interesting r ic tures aft er 
t he attack in Taranto on the Itali~~ ~leet . 
Those t>hotogra~hs were talten by Glenn "art in 
reconnai ssance machi ne s . 

I got last n:ght t he Illustrated ~ee~ly from 
London, end tha t is nhere I saw t hose rhotograpbs . 

Yes, that just ar rived . 

It hac ell of those Tara.'lt ? ni.chres . 

Yes . inen ~e have got the Lou;l as ~o==er 

Excuse ~~ . That is t he magazine that b~s t~ose 
pict •Jres . (J:andin~ to Furv\s) 

The Douglas ~F-7 , anc so far as L~e fi~~ter 
~lane is concerned, we thouP. ht thet i t would 
make ~robs.Hy a very good n i:1ht figh~er, p~r­
ticular lv r.ith the mor e nowerful eng1nes w1th 
1
1hich i t ' i s goi~ t o be equi. ;J'Iec ; .an? when ~ 
cane away, there r.as one squadron re:~ e~Jl?~ed 
with the~e r:-7' s for use & 3 a ni~ht f:ghter • 

• 
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Yo~ . ~cer~t~,C the~e s~e ee~t!~= s:p-:·! 
r aa1o e~u1~~nt ar.c so o= t c,t b~~e ~o be 
~ut in . But ! e~ect ne s~~ll ~et ~~d 
resul t s f rom the~ as e ~ ~ ~ht ~i~hte~ ~ ·-
e l l tt l e tit coubtful ~~?~ t ~t~ ~t~i~·-;;e~ 
bec~~se st tn~ ~resent : ?:ent i\ h~ ~t :a~ 
nl f fere=t calir re ~cni~e ~~s , ~~" tEen TOU 
underst !llC thet r.~en yo•J :(. ;.'\'<~ !lL ::1terCertio~ 
!t n· :ht, t l::e O""O!'t>lni tr lasts onh· a ni"'T 

fe~ seconcs and ~ou h~Te -o· ~o :e:ive~ ~ ~e~ 
h&r; fire ~~~ ~et ~he bo-_fer ~~•n ·c ~ !e• · 
seconCs o~ you-1~se yo~r o~-~~~:~~~ , ~~ t 
t~at ~~JlC ~e Wf ~,ly e~'~tc:s~ ~~ t~t ~s 
s t~e r~r t~e nign• fi~bte~ ~~e~ 't ~s ~: 
a l1ttle ~it ~re oe~~o~~ce . -

~be other unaltered tyre is, : :elieve, :oi~ 
int? service as a light co:'!:er. I c?n"t ""ott 
in what form ·ne orooose~ oe&l is , I haven 't 
beard the orooosals for th!t . Eut there are 
two uses for the tP- 7, and suhhnEally t::e r-e 
is one sousdr on oneretin- ~ i th them n~ as ~~at 
fighters: I csn•t ~ive you tl! exact si~~a::~~ . 
but this so~aeron had !lretl T lot se~eral 
:scbines for iamiliAri!:~; all th~ -:l?ts ~t:: 
the: , coin~ nizht fl~'n~ , ni ~nt l~cin~s_o~ 
the:, ~re~eretorr to f~}}er t~;i-=e=t . ~Te~­
~od- is very enthus iast · ~ st~~· t he t r i crcle 
•mC.erce.rriage . :::--ne;t t~nk t=.!.t it :s a verrr 
excelle=t i~ov~tion ~-~ :·~~icA1·~17 =~~ ~=!~t 
l!:!cin,.s . 

Yes, the r~-7 . 

I see you h~ve g~t ~ ne? ~rai~e~ ~t~ ~ tr:e~!e 
len~inc now too . 

Ye s . 
1<!11 

~eturelly we chcose t;~i ni~ t~es ~;ict 
i ve the re~u'site f lfln: exrerte:ce _or 
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the sernee tr,:es that w are !;Oing to use 
but as a •tter of !aet, I e=li! think u;re 
W&S ney ~i t tle neec to ~0 srecial training 
on the tr1c,.-ele tr,:e , t:ecnse it i s so nrr 
easy t o lane on. 

~a-. the po~nt i s , i! it_h&Ea't occurred to rou, 
that an ordinary h .c l.al:r.ei.a< h c~usea by the 
l)ilot illcnring the wheels to tcuch - to arou 
t he ~~achine down while i l b.s .st!ll got soU 
fl,-in~t s~ed. ':'"ne rer-..lt o! U..t is that tl:e 
tail drops , the angle o! il:iciC.mce increa.ses , 
and be goes halloo~ o!! ~ ground again, 
ttc t ben drops he&Tiq c:t z t b ~-~· 
'!1 t h the t r i eye 1 e tlllCerc.uri qe. the J:&in 
wheela are so far bact t!3t i! he lltllres a bad 
landing of t hat aort, all tbt ba:opeu is thd 
the nose slo.s da-n onto t be grcnma instud of 
tbe t ail cowing dCIWll, ad be sticks to the ground 
like glue anc!. doesn' t do this 1:-all.ooning st ill. 

Will i t spoil a pilot i ! ~ gets used to a 
tri cycle )ending gear ~t has to bD back t o 
the other t1!le" 

It is like all luxuries. 

Tes and so t .he - .:q ~i.al training would 
be ;..quirec ! or oeoule id:o bn t o fly ordiDar7 
udercarri ages after l ur=i.e-.; to fly the tri -
eJele. 

~ell t hen t he fir;hter tne• - I will enlai.D 
about the;e Curtiss .-ehteea •• Jt seeas ~hat 
the GIOlJ]lt of reeOli.Str'lletiCIII! u TeJ7 ser1ous, 
because I ude s- srcei al blJ!liri~a about that 
and 1 was told that the r-~st ~will not_ be 
eo~letelT altered t o OlD' ~treMnta until 

Febru&rT· 
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h that so? 

The first no. I bellne the{ didn't ban 
~ and bullet proof glaaa n, did the~ 

l4re those the P-40' a or P-36's~ 

P-40's. 

!bey woa' t be ready until Februal'f" 

Tlllose two. 

tbase east ha•e heen French tJP•• · 

Tea, certainlT. tber were French tJpea. 

228 

'fti.Jl there will be a point at which the British 
me ·- in, the exact date of which we could 
tlDa oat frca Sell • and tboae tnes - there 
wta't be a corresponding lag, I take i t, on the 
Bri ti ah type? 

SJaoalh't be aDT lag. 

There will be 110 lag at all. 

1 .-Ia lib to uk, how MJ11 of the French 
~ of the P-40'a were there~ 

1 11lll rllll1 that out • 

Bw ~aid you get" 

1 tao. tbere was a French contract for P-40'•• 
Uli tlae question will be at what point we were 
able to &at the unufacturer ewitched. What 
- -t to mow i1 bow JUD7 French P-40' a we 
w. 
Too 'bell - atan•t put 10118 of JLr. DeGaulle'a 
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men in them and let them fly the.m. 

Well, there aren't an a"ful lot of "!1' . n r. 11 men there. ~ e~nu e' s 

There might have been two. 

Oh yes , more than that. 

But they don't get around until February. 

I m.'de so~ special inqui r ies about that and 
I was astonished t o hear that. that was the 
answer, that the modifications were so extensin 
as that . 

I wi ll try to get a little memorandum for you 
on the thing f rom Self, from the supply end. 

I am not authorized by the Alr Staff to speak 
about this, but I think it is possible thAt 
the main use for these P-40 ' s will be in the 
Middle East and in Egypt and that, I think -
I mean, i f that were the decision, I think 
i t would be a very reasonable one. You see , 
we are all organized in our home defense unit 
for using the Hurricanes a.nd the Spitfires, and 
we have got our spares and our stores there 
and our pilots all trained for them, ane While 
we have got to create new organi zations on 
so~ , it is reasonable to out the new types 
t here . In the sorinv the ~lddle East will 
pr obably be the mai. n 'theater of war, of cour se . 
It seems incredible that the Germans shall hold 
aloof indefinitely from that theater. And for 
a time , probably, the most imroortant fighting 
wi l l be takinB place in the t1 ddle East. That 
is only a personal guess , really. 

Then we have ~ot the Grummans , which the fleet 
air arm is us1ng. I have very l i ttle direct 

• 

• 
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lDforatlon about that, but I a- u.,q laTe 
ban ill ue for at leut three ..tu I 
'belleTe the7 baTe encountered aa.a t~cal 
troable in using th• owing to a reclbtrlt.tica 
of tile we~gbt laterall1• Tbq han f011Di the 
acleroarJ'lage a little bit ~ Ulll i-=li.aec1 
t o tip OYe~ to one aide. But I dou't tbiBt . 
that that ~ &DJlblng n17 aerioa. '-7 are 
now ill ue 111 the fleet ai r &I'll. 

I think a &ethod was found of OTe~ a 
defect , but it was a detect in the eesi&a o! 
the plue. 

Yes. 1 110Ul.dn' t sq I. t was a c!efeet in the 
design. I r athe.r gath.er ed it ns s~~~~e re­
cllatributicm of weight which had ban canied 
out at our instance, but I don't bw tile 
details. 

Oh, I aee. That mA1 be it . 

1!ter all, the Uulted .;tates !a~ han been using 
tu G~ for a long ti•. There cu't he 
U!Jlhi.llg funduentall7 wrong with thea st all. 
Woalcl ~u like • to 1&7 s wor d OD the caeatiOD 
ot tighter &l'UMDt aDd the rauca for .;. this 
h a Tel7 big change in prl.~~~:ipla that ia ~ 
Oil DOW. 

Please. 

Up to the present the .300 wapon baa beell a 
per!actb ade~te weapOD Cor the f i r;hter. We 
startacl ln the last war with a at.gle zwa aD! 
tben at the end of t he war n wre ut.r; twill 
gan.a and then, thinking on general ori.llcipas, 
f ban alftTII been Of t he oplniOD tJ.t t"lN 
~r is one of the dacisiTa rectors La war, 
Whether it i a on land or sea or air, ..a ~ 
stop at two guns? Y1h7 not gat tM wri 
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tbssil-le TOl'IIR of fire during the short oeriod 
hat J'OU can nep ~ sights on tbe ene~ in 

air l::attle. I c!ou t •ant to ~~&ke too 1111ch of 
a personal thillg about that. It haupened t o 
be • fad o! 11J 01m . Arqwa.7, the Air llinistry 
as .w;h atcepted thie principle and adopted 
the e tght gun fighter, which was the lii&Xilmll 
fire ?OWr. 

That is e roeal coutri bution. 

~d at ~ beg:innin2 of ~be war, the eight gun 
ftghter ..S res1l7 aecis1Te. There was nothin~ 
that could stand up against it for aore than a~ 
few secOllds . It is b'ue that t he Gel'lBilll3 had 
rendered their oetrol tanks ilaiiiiiie to all&il 
aras fire, 'llhlch would othei"Wise han been thei r 
110st TU.l.D.erable part, but the crew was TUlnerable 
and the egines wre wlnerable , and it was not 
a 'nl'7 clithcult task t o shoot down a Ge1'118ll 
~er, whe.~as the saall fighters were almost 
coutesptible adTersari es because the7 were so 
euil7 sbot nawn ouce this great blast of fire 
'lri.S c!ell nred eTen for a second or so. . 

?;ell ~~-. ~ had alwqs foreseen that this state 
of aff~rs ~d not ~ersist indefinitel7. I 
think i! I were t o - i f I wer e l et loose in the 
!ir lini stry archiTes, I could Droduce a 
•:ao:"l.lld1m which I wrote a~ut in 1932, pointing 
out tb&t soCIZler or leter the defense against 
this eight gan fighter would be an intelligent 
a.JWorin; oi all t~s of ai r craft, fighters and 
l:o.ters , against f ire delhered froa d.irectl.J' 
or -arl7 directb astern. It at present •1'~ars 
to be u insolTable Dr oble:a to araor a -chine 
against fire f r oa eTery di rection, 7ou see, and I 
don 't think that i t is a cont\ngenc7 that we baTe 
t o c onsider at the .,..nt . But , hawenr, i t 
also s~ed t o • obT1cr.11 that the tiM would 

• 
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come when enemy aircraft would be armored 
against attack from directly astern and the 
rifle calibre machine gun would then become 
practically useless from that particular 
asrect . 

232 

There remains the possibility of a flank attack 
with hea"fJ deflection, which is, of course, . 
extremely difficult to carry out very accurately 
because the amount of allowance you have to 
make ahead of a machine flying at 300 .dles 
an hour is fantastic. I aean, it amounts to, 
in certain cases, more than two comnlete 
length& ahead of a big bomber, in tbose 
ranges. So, although one could get a certain 
amount of effect from that , I di dn't think you 
could get a decisi n effect from heayY de­
flection shootin~ . Actually, I have been 
surprised at the- success which has attended 
deflection shooting , especiall{ against bombers 
in formati on, because perha~s f we don~t hi t 
the one we aim at , we are apt to bit the next 
one behind, and as there is no armor protection 
from the flank, a single bullet which hits tbe 
~ilot may bring the machine down, whereas i f 
you have got to bring it dnwn by fire from 
astern, it may talce - I worked out -.ery roughly 
that it took 500 hits with machine ~ bullets 
to bring do.u a heayY bosber, even 1f it wasn' t 
armed . 

As against one on the aide. 

If you are very luckf. 

I don ' t say that one bullet hitt ing the machine 
on the side will bring it down, but if the one 
bullet bits the pilot, i t will bring it down; 
whereas t he pilot in the big bo.ber was sub­
stantially immune even without any armor because 
ot the length of the fuselage behind and all the --
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All the stuff thst had to be penetrated terore 
i t got to him. 

All the ili!Dedim~nts i n the way or the bullet . 
And then there u , of course, the thi rd oossi­
bil ity which a~ain has been survrisingl,-­
successful, ana that is the attack rr~ head 
on, • hich has proTed Tery deadly .ben it tas 
been possibl e to br in! i t about ~ainst the 
bombers. I n fee t , Tery often a s1ngle tighter 
has broken uv a whole ror=atio~attackin• !~ 
the front ana shooting do~ the leader. -

:"ell, I l!lll3t get - I lllJstn•t start a lecbre 
on this, but t he point is that the ti.e ~s 
co~e when we haTe got to go to a piercing wee:~ 
instead or a - I mean a weavon which i s cavetle 
or piercing the armor, and I u afraid thai: 
eTen the . 5 gun is not such a weapon. 

But ho. about our 37'> 

Tb.e 37 is unnecessarily big. The 20 :U.ll~ter" 
t s unnecessarily big, as a Qatter or fact, but 
there i s nothing in exi stence between the 20 
mill~ter, which is .8 or an inch, and tne . 5 
~· The theoretical ideal i s orobably e .55 
or a . 7 gun, bu~ we are reall7 ca.pelled ~o 
use the 20 mi l l:i»ter and that is oply :ag 
enough and it ~s not necessarr to_ha! e .a 
piercing gun bigger than the ~ mlli-ter . 

or course, t he Bell is equipped with tbe 37 
IIi llimeter c&IIllon thet goes through the p!'o-
peller. 

Yes, I Jmo.. 

That will go through anything, then<> 

I 
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Yes , but it is ~e:~cnmieal . 

i~ ~~.tiling II!' :tere ths.n you need to do 

You are ! etting i.t::~ c :be .:uesti on of destro)'ing 
airl"lene~ h e:17lcsi n s~ells , 11hich is an 
uneccno:1cal ~roce=~e. 

-:.e 11, Itt lees t we are ~ead , &DJ'II'I.f. 

,... . thi ' t • =~ · . s ~u s ~ ~~~~ o= i e t t inb tte 20 
:nlli:!ete:- gur..s g~~~ :-:-et!j -~D:lFtly . 

:'ell, I e:: gbc !c !::sn ~ this , end I n.nt 
t o hear ~ore. : 11s.=~ t~ bur :aore end I do 
-.ct t o p•';e sure tbt enrrthlng "ets in the 
~; ane if, for -=1 reason, it doesn't, end 
Sir Eueh i~'t gi~ ~raEDt access , let ~e 
know. 

I 'rill. Thank rou nrJ l!:llC h. 

I aJ:l o!li. te sure tbt ! shall be given every 
faci lity , an.C I 'rill go o!f r ight ~W&/ end 
t ake a~t~ a! i t ; !DC if I !t!.J', I 'll'ill come 
l:ac}; m talk t o J'O'!! a..-d!l l ater. But the point 
I ~t to ~ut over is tlat this - tte necessity 
! or oinz to the ~i • c ie~in~ sun has blown up 
the ihole site o: ~ !!~bter , you see. 

Fece.use o: t:.e ni~t , .,aa sean" 

Pecause ~r t !:e w :.gbt J1)U han got t o carry 
and it :::eans tint Tf1ll :.u e got to have a 2, 000 
hor sepcr.er en&ine iutu a of a 1, 000. I am 
tailing t1ro rears &bead , you see. 

That i s what I u s talking, you see . 
set f or this year, "t-ut .~t is going 
the caldar rear o! ~. 1 thini - I 

• 

\':e are all 
t o come in 
aa very 
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much worried about it. 

Every fight er in two years' t ime will have to 
h~ve a 2,?00 horsepower engine . A little 
f tghter ~th the Merlin type --

235 

You see then, if that is true , these engines 
which are going in with the Rolls Royce which 
is going i nto Packard now, and we have ~o 2 000 
horse l iquid cooled engine even in the begi~ng 
of product ion. 

No, but - -

Vie have no 2,000 horse, liquid. •::e have them 
in the air cooled, but not in the liquid cooled. 

Is the Sabre 2,000 horsepower~ 

The Sabre is the answer at present , yes. 

~ell , you see, I have been saying again and 
again that they ought to bring this Sabre engine 
over. 

I think we have got one coDling. 

Plus the plane. 

The only wev we can do it at the moment because 
of the lack· or planes, I understand, is to 
de~onstrete to people over on the other side, 
but very quickly that will be able to be c~ged, 
but at the moment they have shipped the engtne 
anyway, I understand. 

Well, t hey ought to . 

And they ought to send a Typhoon over here at 
the earliest possible moment. There are two 
er rors they could make . One is to send it over 
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when the whole ass~bl7 ldght have so.e 
!und~ental fault that prevented it !l7ing 
and abaplf gin it a baa name onr here 
although 1t was eaeily curable . The other 
thing ia to keep it there until the7 have 
cleared every blessed trouble, all the little 
things t hat don't matter, you see . They 
ought to get the thing right , get any bl.g 
bugs eliminat ed and then send l. t over here. 

You see, i! the Typhoon and the Sabre are the 
answers, 1 have been hear ing about them -
that is a Napier engine, i sn't it? AnfW&7• 
before 70U get too far a ong WI. th these 9.000 
Rol ls Rorce engines the question is whether 
rou will want those or whether you will want --

Oh yea. The 1,000 horsepower engine was still 
coming for the twine and that sort of thing. 

0! course we are not using t hem except in the 
single engine fighters, but that is all the 
thl.ng --

That ie all bound up 

That ia all the thing that has been going on 
for aontha and that is where you can render 
rour country and ldne a great aerTice. 

\\ell, I am giving you ~ personal opinion, which 
I.e baaed on exper ience, you see, and i! I start 
talld.ng to people things that I think the7 . 
would like to bear or aolll8body else would nah 
me to aar. then D1 personal value will have 
disappeared. · 

tJo , l.f you get to know me better, I uno~ -
what I want is the bare t aote, no matter 1! 
they hurt. 
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Yes, that is l'ig:rt , that is nry true . 

And what is more , il the7 hiU't the other end , 
I wi ll still sar the~. 

Yar I han that till wito fOil on that other 
subject !airlr sOO!l0 

Yes , but 10'!1 will haTe to a~ ':hilio Yo=s; 
and the press knon tbt 1f'l ue bel'e , so 
that ,-ou iU.'f ::seet ti!L:3 .CC. ;rcra go out . 

Yes , I aa going t o t an t~ the:s at 3 :30 this 
arternoon. 

You can talk to the)l, ~t I just want t o tell 
rou I can't keey it a secret. 

That ia all l'ight. 
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J ar:uarr 7 , 1941 
l C: }2 a . lt. 

l!=rT' 

WJ a:;>oloi;l~&. 

~~~!£! wan~~d :o say t~ you tha t I ~ov Lr.ev 
~; .J:~ ~aeury geu ! Yerr t hlr.g yc-u have 
"-~-"lti."<< your ahlrt. 

(~~£ ) . Vell , I apologl~e but I don't 
~eti terr1bl.; g-.111~. ' 

y~ .:~=. t t' e!:.? 

l ~=;;Dt I vas t.he l aot ~e :-e on o!' t~- -
.. ~ ' ~- r • ..u.o . 
- -~~ t LU~V Vb~Tr yOU Vtrf ~etber yOU 
asleep or vnat . ' 

( Laugh• ) . 

~~~ I never aav you on t he tra1n. 

(La~a ) . Vel l, I ne•er knev you ver~ on 
= tll I heard you bad =1 bag • 

.r..:::: eer: Uls ;><>rur ;>lc:ka up everrthlng 
lo:>ae az:d -.::.tt 1t ic t.he ear and I cUdn' t -
sett b!; 1r:· terribly l ate t hat n tght. 

~ I l eave t.h e QoTer:-~ent, I ' ll Ju! t be 
a~le to e:ldL~ e•a:-r !..::.pret•1on about Cle 
~ar.u"7-

I - ah 

0 . I ., BenrJ. I want t o aet you eoon. 

Llattn, vblle I'•e got you on the vlre - {la•;gha ) -
[ ~c't ask 7ou Vboae ahlrt 7ou ale;>t 1o that n igh t, 
bl.lt aer1oual:r, I told J ~rome Frank to call 
you up. Bao he done it' 

'!ea , h e called se a.r:d I eall~d Dillon thle 
.:.r:Ung to He i~ - &1\d he hadn't heard o! 
tJ» ~ng at aU. 

• 
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Well , w!lat ~o 70u know about that? 

So I t ol d h1a t o g~t bue1 on it and take a 
look. I think that wbat 1ou 're running 
against probabl7 i s t he ueual thing i n 
buaineee or who ie going to run t he party. 
Tba t' e 11:1 hunch. 

Oh, that's it, huh? Vall , I thought the 
S.E.C. waa going t o run lt. 

Vell, no. 
nue - the 
i t. 

Quinn. 

Jerry told ae that what's h1e 
f ellow at Seligcan'e ie r unning 

Yeah , and I think 7ou'll run l nto dl.!f1cul t7 
on that. 

Oh. 

But t hat's t he ueual th1n.g. I've come up 
againet that i n bueinee& right along. 

OkeJ doke. Next tlme I go up I suggest you 
~~ve a ateel chain around your bag, see , 
t ied to 7~ur wriat. Hello? 

Yeah. 

So that I ca~'t e t esl it !ron JOU. 

Let me drop over eo~etlme ~urlng the ~a)', 
!Ieney. 

All right. 

I 'll chec:lt wi th your orn ce. 

Do that. 

Good-b)' e. 

0. IC. 

• I 
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H.V.. J r: 

Hello. 

January 7, 1541 
10:111 a. m. 

Good morning, Henry. 

ilello , Su.:ener. 

I waa won~ering ir you would be able te l et 
me have about rirteen minutea with yo~ 
ao:net1c:e within the next two or t bru ~1~-

Sure. What s ubjec t ? 

I r. ? rder to take up with you and 7b11!? !~==E 
the question or five pert1cular :achlce •cols 
that the Sov1et are interelted 1n. r:·~ a 
quest1on or r eplaceMent and prior !tln. :t ' • 
one O f those C8!t8 tha t it' ll have to te ~>=e 
unde r ~our ?vn deeieion and t he ques!l~= o! 
policy 1s directly involved. 

I !~e. Bow' s ):00 o 'clock Wedneeday? 

J:OO o 'clock ~edr.~sdAY will be tine. Tha~· ~ t~~orrov. 

Tt~t' e tomorrow. 

All right. n n you have someone i c pur 
or r ice notlry Ph111p Young? 

It vlll b~ dor:e 1n ene second. !'U do 1t 
laaedlately. Sure I'll take care or !ba!. 

All r1g~t. Senry. I' ll be ttere at J:OO 
t o:oorrow. 

Rlgnt. 

Good-bye . 

Oocd-bye. 

• 
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!tell::. 

Secator Vagner. 

!!ello. 

Ye~. Senry. ~s 1• 2o~ Y~er. 

Good artv-_;o::: . 

G?od ~terc:oon .. Sa.7, ! vantK t, a._U -ro.: 
tlla q u?Et:!o:l: 1-t ve o~:: ~t ut:e:'" ~~ ±.eo 
~!. ~~ab e:--eC!ts ~ere , I tee :.t ~-: v~ o~t 
to au you ..... e&:l 1 t aak 11:.7~~ ll>!'u!~r 
1D & Ca~\1 ng C~ttta h~~~ I~ J~~~, ;aTe 
to ee~e .. 

YeC1. 

~~~d 1t be eon~!n1en : !~r 70u- ~~ ~ r ou 
tblnk or the ad•1aa~111tr or 1 t !lrst, Ee=rr' 

Vell, ncv _. =..ere' a the :!1!.:16: ~ ?re~!!.e.:.t 
told •• al>Jut bl.• eon•ersa : 1o-:. Y1 :!1 7011 
reate~. Se•? 

And :!l.!s 11! - s!.:-.ce : •ye t&l.Le!. v!l!:. ~--; 
and e!.nee t~· s t&llted - : ' •• !load a : ong taU 
v1 th Core!. ell. Hull. , cot on tbl• U!.J:6 but = 
this ._ueaUoa or t b.U ~lll, al! t or 3:'1~-
he' ::Ielio' 

Yea. 

And I ~ I Jtnow !low !. : ' t 60~!:6 \0 ~e 
up t .-t ! 'a. not aure and I Juat v<>I)C.er !.r 1<e 
can't - 1n a ~ or two nov ve'll c cv . 3u~ 
atar'Ua& thla th!:>g vUh you :1gb': !:e ~nn 
tb.e vro~ kind or alsnlf1eanee . I'c nerTaua 
aa he1l aboUt 1t. 

llbat ~· that' 

• 
Regraded Unclassified



::,.x .Jr : 

T: 

:sx.Jr: 

1 : 

=..: .Jr: 

V: 

!!.li.Jr: 

1: 

Y: 

!!.l!.Jr: 

'i· 

3.l!.Jr : 

V: 

- 2 -

I && ner.oua aa hell about 1t beoauaa I 
t.b.lllk we all egpee the ~ to 4o 11 to 
t.b.la b1ll tllrcugh to help Et:J)•n4. 

Yeah. 

gat 

8o I wonder 11' you ~c!:n' t gi'fa 2a a d&7 or 
two baoauae I t.h.la); b7 t=oorr:>w n1gbt I'll 
know aore whleh ~ t.b.la b1ll la !;01116 to 
roape 1teel.t. 

Yeah. or eOUJ"lle 1.n ~ e'fant I dld ull Llater 
I don't t.b.lllk JOu can a'fold, 11' &:1 legla­
l atlon eoaea u;. , t.he ~\tea lna!atl!lg u;>on -
tlba\a'fer oo.-1 uae 1 t 1a - aoae e'f·l dence aa 
t o l.'hat ~ell" t ln&nela.:. altuaUon hare ia. 

I know, but I d.on • t mow whlch w.7 

!bat' e all rlght, HenJ7. 

••• •• and the ?ree~dent eald that be ,..sn•t 
aura and, ae I aa,~, I ne'fer would torglTe 
~ael.t 11' I pull.ed a bo:ler. 

Yeah, I Wlderetand. 

.&od 11' )"Ou1d ba a 1.1ttle pa\le!l t - .Can I 
aa:r a llttle paUe:nt I'a a~e& t or a ~ 
or tlf:). 

Vall tbat'a all r lght . I'a not 1.ap8Uent 
at all.. I Uu>Q6bt or~ you bed the 
14 .. \bat lt woul.d ba a wiaa thlng t o do. 

I at111. t~ ao. 

Yeah. EnntuallT 1t w1ll be'f8I tel:-~~·t, 
H•nl"T· You oa:n' t gat aWJ -; t o 
the Praal.dan t . I aald, you ll na'far pau 
l ag1al.at1on without -• - 1n ~ opl.n1on. 
•ow, I'a onl-7 i:l'fln6 an opl.:llon - without 

• 
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lOll~ 1ntormat1on on· that. lieU, anyva. •t•ve 
talked to nobody about it. I've kept {i 
down. I ha~pened to talk to J1mmy Byrnes 
about 1t. In a way I vae aorry because 
Vhlle ~1m 1e a vondertul fell ow, he beglne 
t~ oo~.er and all thot sort ot thing. I 
haven t talked to anybody elae about 1t and 
so I ' m go1ng to keep it quiet, and I vo~' t 
hold - I vaa going to hold a meet1ns o~ the 
committee t omorrow or Thuraday • • ••• 

!lo. I ' m not ready. 

••... and I'll Just 

.\nd then an:>ther ·thing, let' a be trar.Jt. 
:eaus, 1! I co~e up there be~ore 7ou they're 
~c~ng to croas-examine me on this Eccles 
C!ng. 

Well , or courae we can keep that- t hat's 
anothe r question that's coming up later on, 
because there's already legialat1on intro­
duced on t hat. I must have a talk with you 
about that - I mean, a lot ot things are 
going to loom up, but we'd be able to oontr:>l 
that pretty well. 

Well, you wouldn't control it it aomebo~ 
asked me what I t hought about 1t. 

Xeah. Well, o! course you're always able 
to answer thoae thinga. 

Vell • .. .• 

But I tell you what I' l l do. I' ll let it 
reat nov. 

I'll poa1t1vely get 1n touch with you in a 
da1 or two, Jua t ae soon aa I know which 
way t~ie other thing 11 going to go. 

Nov on the other th1ng, I talked to Carter 
yesterdaY and whenever you're readY nov -
you're overwhelmed on thia - and whenever 

7
ou're readY why we can meet eaay enough and 

I'll br1ng Al BarkleY 1nto it too. 
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Wel l, hov about Friday morrin~? 

I 'll rind out it Carter il going to be here 
and I'll let you know. 

Friday morning 1e O.lt. 

Yeah. All right. 

Thank you. 

All right, Henry. 

I 
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!l.li.Jr: 

It : 

B.li.Jr: 

It : 

Rallo. 

Rallo, Reftr'J. 

JanU&rJ 7. l~l 
):20 p.a . 

Bow are JOU, l'ranlt? 

Floe. 
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r'raok, I hope l n the next couple ot houra 
to ha'Je the tlnal drat t ot t hla l eglela Uon 
ot Ud t o England. 

Yeah. 

I saw the Prealdent Jeeterd&J and he asked 
•• to gat Cordell tlrat t o lnltlal lt, then 
••· then Stt.aon a nd r ou . 

Get .matt 

Get all tour ot ua to l .n.l tlal u . 

I aae. 

•ow, lt'e o•er there nov and lt'a •.• • . 

OYer wlth Cordell? 

Yeah. I had an hour and a hal.t with ba 
th1a a ornlng and be uda a oouple ot cm.ngea -
not t.po~t. 

Yeah. 

Aod the prlnclpal one 1a 1 t ' a not an 
... ndaant to another b\ll, 1t' a an orlglnal 
blll. ao there tore 1 t oan go to aDJ coaa1 ttee 
that the leader• want to aand 1t \00, JOU aee. 

Yeah. 

I t doaan ' t b&Ye t o go t o Fora1gn Attalra. 

Regraded Unclassified



X: 

R.lC .Jr: 

!: 

!; . !! .J:-: 

X: 

;; .v .Jr: 

l: 

?. . Y. .Jr: 

!: 

3. !1.Jr: 

I: 

!;.!\.Jr: 

l: 

- ~ -

And t h e o~ ~ ~ a~eeud vhlc:h I 
thought .... ~ lllelead or naalng the 
count:!'1ea - ont U> naae an:p eountJ>he. 

lieU , I eo::.' t , li:imnr. I tbollgbt there vas 
rath e:!' a ~ rNill)D t or naal. ng the countries. 

Vall , he ®ec' 't -.:.t to naae thea • nd t hen 
he t hlnka ~t lt' e • littl e bit aarer. 

Vell , 7oa'U l::o u aoae t :>llovtng. 

True , b'2~ ••••• 

Naslng Ire:•-• 1:::. 'there ,.., a atJ>Olte ot 
buslnese r ~~~t-

24 6 

I Jtnow, =~ ee ~d~ent lllao ,.., vealt on 
that w!!ol e ~ - ::uch t :> a:r auu::en t . Be 
wae wor.l~ s!ie":>'l. 1 t 't!llt tell owe l llte lo"heeler 
alght aa:p , -n, to!lla 11 rellll:p • c!eelereU:>n 
ot war, yo-:1 ~. and • • lone; • • t he Preelden t 
tel t a ll~e v:>rr1e~ ab::o:>t t he whole thlng 
talti n r; this !~ an~ llllll wa a a littl e 
worried, I <!"=>::> ' t ~tlk i t ' a 1 ~:portllnt e nough 
t o t1gh t a '!!out . 

!bat 's r l.i;hl:­

Vhat~ 

!bat." :-1¢,. . 

Pa,rUeula.r~ c :>W a.• Cordell 11 wUUng to 
WOM y l \h 1 e ~ t;a)r.e the brunt Of it On t he 
Hll.l. SH~ 

!'bat' s go~ 

So:nt1!11e _ -·u ~!le y ::ou t o t 1nd out - but 
U llle CA!~ now and 6:00 or eu l 1er, I 

~e I'Ll oa1l u"' t o tlnd ou~ 1! we can eend 
pe, -~e ,.

0
:.. u::e and rea d 1 t e nd 1t 

1 t o•er. · - • - u.ld h 1 :pou eoul.d lAl tl..&.l H wb1 1 t wo e P. 

All rlght, n e e , !!enr:l'-
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s.x.Jr : 

I : 

S.!' .Jr: 
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But vhen 1t eoaea t o J OU 1t1 U al ready ba•e 
Rllll'e a nd a1ne on 1t and I hope t o get 1t 1n 
the banda ot the Prea1dent tonlgbt. 

All r1gbt, Benr, . I' l l do lt ae aoon aa 1t 
ooaea. 

Thank JOU eo auob. 

All r1gbt . Oood-bJe. 

Good-bye. 
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B.M.Jr: 

Operator: 

H. !! .Jr: 

Henry L. 
Stimaon: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

!l.M.Jr: 

S: 

H.K.Jr: 

S: 

R.II.Jr: 

S: 

K.l!.Jr: 

I 

Hello. 

Secretary St1meon. 

Hello. 

Yea, Henry. 

How are you? 

Fine. 

Jan11ar7 7. 19'11 
) :22 p ••• 

248 v 

Barry, I bad an hour and a halt w1 th Hull 
today, after ba•1ng an hOur w1 th the Pres1deat 
yeaterdey on t his bill. 

You're speaking now ot the ..••• 

Aid t o England, or ale! Ireland or ald t o 
China. 

You mean, now, the bill t hat I'•e been talilng 
ot with Foley. 

That's right. Now t he obJection that you re1eed 
wee the way 1t wee written ae en uendeent it 
bad to go t o Foreign Atteira. 

Yea. 

That ' a been oroeaad ott eo i t' • an or iginal 
bill now. 

Yea, well that's the only po i nt I bad obJection 
to. I only obJected to that in cau t he peo;:~l e 
wbo knew 110re about it than I did agreed w1 th 
•e that Foreign Attalr• waa not the beat coe­
mlttee t or lt to go to . 

Wall, Cordell th1nkl that Fordgn Atrura 1n 
the senate u •er:r bad; he thlnkl in the Bouee 
1t 11 all right . 

• 
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s: 

~ . ~ .Jr: 

5: 

5: 

: . ~ .Jr: 

5: 

5: 

S: 

E.M.Jr: 

S: 

E.M.Jr: 

- ~ -

But he ia J oi ning with c e t oaor:ow in ~eetn 
th e leaders i n t he Senat e attd ·~ _ g try t o di t i H.e aouse t o ree t to the beat eo.alttee b t 
it is crossed orr so it'a a n orig~nal bil~ 
eo it ean go t o a ny eo::lt tee. 

So it can go t o any. 

The chances are it will t p 
Affairs in t he Senate. no go te or elgn 

I want you to underatand, SenrJ, -r attitude 
wholly about it. I a??ro•e4 o~ ~~~ ~e1ng 
an amendment to t ha t ~et ~•c e;~ ~or ~nls 
oueation. 

I think your Judgcent wea goo~ . 

And that question occur red t o =e ~en, I 
think it was Foley or ao:e~ne el~e told :e 
that t hey were thinking it v~uld go t o tbe 
Foreign Attaira OomQ1ttee. 

Sow they made one other c~~r~e at Cordel l 's 
eufgeation. oe're no t nao1ng any countries; 
we r e leaving the namee out. Be dldn.t want 
any names. 

Yea, all righ t. 

~9 

And the Pr esident was a 11ttl e vorr1ed a~out 
t hat aspect - no t that, bu t ~e ~ole question. 
Soaebody had been t o hla on :aktn6 

Let me see. I forge t nov t~e - 1t r~ed tbe 
oppress ed eountr1ee , dldn't !t! 

Yea, but l t lett out Chlna. 

Lett out China . 

But when lt came t o that C~~ell thoueht it 
was better not t o name any cou:.~1ee. See? 

Yea. I don 't r emember - 1 ba• en' t t he b1ll 
bef ore me now and I shouldn ' t 

I don't think it ~es enoueh dl!!erence. Hello? 

• 
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S: 

F..K.Jr: 

S: 

s.v.Jr: 

S: 

~. ' .Jr: 

s: 

!!.~ . Jr : 

S: 

3. X.Jr: 

S: 

E.M.Jr : 

S: 

B. l(.Jr: 

S: 

!!.X. Jr: 

S: 

• 

- J -

lea. Vell , I 'e perrectlw , agreeable on lt. 

Nov what's baopenln 1 .anted a11 or · 1g 1 the Pres i dent ee1d he 
b.e voul.d 1n1 u~r 1t~1 Uale on 1 t t1rst and then 

Yee. 

I t 1a o•er 1n Mr. Cordell Hull's ortlce nov 
and as soon as he hae lnltlaled l t I'd l tk 
to aend lt oYer to r ou and then I'; oenfl e 
1t t o Frank l nox and I hooe t o s et 1t to ~e 
Pre~ldent ~et before eup?er. 

All. right. It von ' t take an7 l eno;t:h of ~ke 
here. 

And then Cordell and I are aee1~ that 

Vlll 70u sPnd 1t b7 a meeeenger ~·11 carry 
1 t a1ong to lt:nox? 

Vell, Foler v111 come blmeelt. 

Ob, 7ee. All rlgbt. 

I ' d coae, but I'm sendlng Fole7. 

Oh, no , no , no. Vell , I t hink lt le a vlse 
precaution t o lea•e 1t eo t hat 1t doeen't 
neeeeearll'! g0 t o that comalttee. 

:?..50 

Vell, lt lea•e• lt eo 1t can go t o anr committee -
1 t can g0 to dltterent comal. tteea 1n the Senate 
and the Bouse. · 

I vae vorrled because eomebod7 had ?Tict1eall7 
sold the President on .alt1ng 1 t a corporation. 
I don ' t k:nov vho. 

Soaeone bad told the Pree1dent vbat? 

Tbat 1t ehould be done through a corporat ion. 

I hadn't heard of that. 
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a.~.Jr : 

S: 

R.K. Jr: 

S: 

E.x.Jr : 

S: 

!!.K.Jr : 

S: 

s.~.Jr: 

S: 

l! .!I.Jr: 

S: 

- II -

Well, be •• pracuca117 aold 
we pointed out tha\ 1r H waa 
1 t would aeen en uendaan\ t o 
end then be dropped it. 

An aaendaent to t he •• . .. 

J obnaon Act. 

You aean ae t o lend1Jl8 

Well , pr1•ate lending. 

Pr1Yate len<!ll\!;, 788. 

on a , but then 
e c:>r;><>rat1on 
tne Jobno.on Act 

251 

But aoae'bod)" d1d a JOb on b1a; I don ' t know .mo. 

By J1nlte - (la~he) - that vould han been a 
bed t1x, vouldn t 1t? 

I tb1nlt 1 t would ha'fe been urrible beoauee 
r ou know how auch trouble it 11: you get it 
al.l fixed up, then J OU

1 'f e go\ to ~ thro~ 
Jonea all o•er again and we ha•en t got the\ 
auch tiae to waa te. 

No , we ha'fe not . 
good job, Benrr. 

!ba.nlt rou . 

Good-bye . 

Vell, I think r ou '•e done a 
I '• •err glad you d1e 1 t. 

• 
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J:f !0 33 m t ASTD tFil! IL 
10:t10 P .X. • l~-.uzl 7, 1 ~, 

+Dl)llj!$S BT 'fEB Ii(lll'l!I+Biz 'IILLUM c • .BOLLm 

liU'OII% 'ml IllnilliA!lOIW. BEL.IItiOJIS CUD 

07 Tl!E Olllvmi.SlTT 07 JOII1'II CAi!OLW • 
CII&PIL IIILL, I, C,, 

ltl l O:ClO o'clock 'I'IXISIII.Y nDIIO, .JAJUt.BT ?, 19G, 

To be CArried OTer naUo-t4.e lllue llet>ootlt o.! 

i&riOUJ. llli()A00AS'l'IIO ST'S'!'!M 10:00 to 10:30 P, It, 

!be t1f'Ul or Dec .. ber, 1938, 1\ vaa IV' vTl'Wile&e to ace- Pnst­

iloo...-.J.t 011 hla 'Wialt to Cbapel lllll, !be Preal4ont bepn hla adUaa Uut.t 

llq liiF .,...tlloc t.he vor4ol •we 11...., ln a vorl4 of cbA.oce· • 

1be ~ of c:haD&e baa been ao accelerated alllce the Prealclmlt .,... 

t=M -..u that 1\ baa becc.a eno....-...17 41tflcv.lt to . ... lite et~ 

ud - It -1•. • lat lona ben loot tbelr lndr,>udeoce ln a t ov boln, 

SUi-. -s l ,.,_rica of cennuiea ~ beea blo""' to dlat 111 a aiPt, ftoo 

.. ,.... t!7Uc to lln our llna ln..,....,., ln treedoa aD4 ln QlrU\laa 

• 1 oa .. ..nh were there b 11\tlo pa8Co, lall tHK<a aD4 a ..,... 

•I.Aatl.T 4lalnlebiac area of ChrloUan 4.ec._ • 
..._.., - are o'bll&e4 t o thiDI< of aoar ralaUoao vlth other US"I­

lo t.._ of a o11rw11tn pocraph7. lor the nrot U.toe ln oou h1atoq tha _,. 

.,_ ot -.rope caa rei'Ch tha Woatera lleaiwpllore 1a a fov boln. ftoo 

~cal leel.&Uoa ta Yhlch - haft Uftd aD4 u....lopa4 .,.... - ._ of lito 

• 
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Is at &A ud. ~U>e.r w like 1t or liiOt - a:>4 .oat of .,. t.oa.' t like lt 

~'ltO ,. ,.,... ~ 1:> <=" laolatiml- the ....,.~ ~. ~- --.a ~ • ~ ao eoutraeted 

't1 the airpl.&U tl:at 1D a ftZ7 real aeu all the ca\iou of the vorld ban 

beCOOI• our o.el~'bon • 

.&cother l.nTt=.tl"" bas ~liahe:!. diatuee eoepletU~ f or tba ear. '!'be 

rt\diO eublll U8 to ~ 1:2ste.t~Y a T01C8 IJM'"k'PlC 1A aZJ,7 spot OD e-&rtb. 

Ve can oo lo=cu 4;=ore ~bas "" o~r coa.t1canta. 'lbe7 are 1D the alr 1n 

our t.o:s••· otLr o!!'lee:s. e.! ~ e:1toen~Uea. !'here la u old and uoble •-S¥-

1c.g: •JotM,e,c l:::l::la= ts alie= ~~ M &:a! wr:t brother'• .orrows ar• ., ovu. • 

So elao tod.;r Ia l:.la ~ 

h v!l4.tr!.Dc tlla:> the r;eo~eal elk~ prodw:ed bF tb! radio and the air­

pbne. Before 19H all ~ ""~!ems of the earth "":ept..t 11> one fol'll or 

another tho ethical prll>el:;>le of Chrtst1AD lifo - tho vut Co_,d:Jont: 

hd their ~lopu. 3o.t ~l '"""• except A f~ t r!beo of saVll&"• • boved 

t o a a.orel doctrtl;e ~t vu dtl:a that of ctr!at o r eloao to that of Chrlat, 

!he Lperer of J_,..,. U;e Crar of i::aola, tbe ~ror of Ce~. the 

?ap.ror of ....._u•1D ;;,-p-:r. Un ~ £11>« of ~ "':!• tbe liD« of I telT. the 

Prelicl.e.At o! FI"&:"JC:e. ee ?reside:t of the United Statca. and the bead.a ot 

ell oruller catlo,.., ,..... l!.l:ked '117 " e.....,.lt7 of 110rel doetrbe. 
All vere 

aahaaK to ldll v1 U:.~t G.e pr!)Cesa of law. to be cruel, to lie. to br.-

their pl~ vorl. J. =it7 of .,rel Cllltloolt h.~ rep~ed to •••• degree 

the old W>it~ of ~..riot~· If MD 414 oot 11 ... up t :> their prbclpleo, 

th~ at leu: felt a - of pUt we thaT .Ud not : and. lf their 
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.~!plea 414 not f;\lldo t belr ttct1ono, at luot th- reo•r·•· • th 1r _ · .. ., .. a.u~-eu. e actions. 

~ ~era of all nat1ono opote the .,... 110ral 1~. 

!he co.....,.lt:r of aoral outlook 'l<hich exioted before 1914 exioto ,. loot;er. 

~· Soloho•ilc• ill Ruoaia "ere the rtrat ruler a t o den:r the Yl\1141 t;o of Chriatian 

.~co when they daclttrod: "Religion is the opiwo of the peopl•.•, and iooti­

n:te! a ~·ernment of the people, by the dlcttttor, for the bu.re&UCrata: a 

&0.,....-oot baaed on secret police and firing a~Wido under vbich oD17 an obe41-

c t tla• e ean enJ07 rel&t 1•• aecurl ty. 

'l'l:e faocht o in 1 t 317 followed., but 41acroetl7 , oi nce tha7 J<nev that t ho 

;.U:o11c Church vat ltl\ly '• greatest asset and fearf'd to lo10 that u .. t. But 

~ 1Dotalled the l i e, t he ple~d ~ord «tvou and broken, as t heir cbief 

vu;>o• In l n t er ii"\U ol\l\1 poll tics. 

!he liat1o " " dor tho leadership of a gon iua of evil then tu.-ned their 

ba<ko on 1\ll the corAl tecchings of Christ, llohlltlOod, Confuclua , and iluddha, 

ao4 announced that the hi-;heot •irtuo Yttl to be hard, N>d that there wss one 

suur race - the Ge rman - vh.lch vaa superior to all other r~tcea, the.t tbla 

!'lite hA! the rl&ht to con~uer E<lropo and then tho vholo earth and rule tri-

~~t over a vorld of al a.ea. 

!'he Japane ao , ::aean~:blle, red1acove.red " d.l•lne aleeloo f'or the-a.selna, 

&:4 to pron tbeir 11oral •"'-wri<>rit7 began t o dloe"bo"el tbo Cbi oeae with 

their ba;roncte. 

lu tho couroo of a rev brief ye11ro Ruaaia, h l\ly, Ger:>aD7 DJld J.,p&D 

~ed ""07 fr011 eYon 11p-aorv1co to tbe aoral prloclpleo vbicb ha4 beOD ac­

eopted t;eoerally t broughollt tbo ..arld before tbo war of 1914. The speed of 

tbh tranofoTII&tlon aeelll extraordi~ until one conoldero that the ..,.,.nt 

• 41etator aeltll pover b~ e atabllabea ta=edi&t e and Abeolute control oTer all 

•ve:uea b)' Yblcb thought c:u> rea cb tbe buD&D braiD. Be controls tha preao, 

t.!:e radio, tho IIOtloo picture and all opeocb. Be obleldo bio people dtb the 

• 
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~ o .... n ho po!lro pre--'•, 
• 1 .. 1t caro f r011 t he 1ntruo1oo of truth. Ani • -t .~ 

fo """ ID arlJ' t ot alitarian connt,.,., 1o the ao • --1 of .Uct-'--....., ......-:e.•. ~ ~· 
a.n op1n1on at Y&riance vith the dictator - nea pr1....,_,tel.7 to hla ms·t U:;l.ate 

rrunda or bh f11J1117 - v1tbout risldnt; a !1rlnc oquad. 

...... -~ -..-rfecU7 repruaoc!. Moreover. there &.re in th.e bbaD u .\.aal povo• ... ~, .... .a t-

l natlncta tlu!.t reopond to the .Uct&tora ' creed of barbarl... J:wlution 1o a 

lon& and olov proceoe, nnd ln eplte of tvent7 centurleo of Chriotian c1Ti11-

1~t1on a aa•ft&• hidea beneath the surtaet of each c1-..111t:ed J~&D.'s nature. 

Sitler vaa able to force the people of GeJ"UJJT , - vbo blld p Tn u.e ""'rld 

Goethe and ileet bo.on , and lu!.d gi""" the linitod StAtea ao - epl~ c1t1-

1ea.1, - to &dopt a creed or cruelty, becau.e he of!erK an ec.jQT&~e oatlt:t ;o 

the prlDlthe anthropoid vbo lurks in aan 0114 dollcl>ta 111 cruel". ~ ~tu. 

ln our countr,y, ve st ill are free aeD - the helra or tventr eentcriea ~f 

Chritt.11Jn civ111tat1on. Our hoaes, our coiWUrAitlea, 1Ul4 our uatio: are !~ 

on our beli ef ln the eternal verity of the teAchl DCO of Chriat. Ow- UTea aro 

so peraeated by this belief t hat ve al»>at fors-t lt ~sta. It Is 01 pre te:t 

and llop.,lpAble "' the 1\l.r owe breathe . Ye are so aecuat..ed t o 11 Tlng 111 

Hbert7 an4 Cbrla t lan deeeDC)' with free cl:mrehea, tree epe.ch, a tree pre••· 
and f r oo dhcuaalon that ve for get that t~oao oro lumrleo vbich """ ca: l::c 

ooJo7ed ln onlr a .,..,.,. fO>• countrleo. ADd ,.. ,.... apt to forget that -.he:> 

!reedoa le~••• • fear enters. 

Unleu ons baa 11 ved In countries vbero a aan does root 1co<>Y ..te<r.er tho 

vorlca&D on t.be bench next to bil!l, or hla cloaeat ••eocla.te or frie':llli. ls, or 

h not, a aecret agent of the al l-poverl\11. dict l\tor - vber·e e..-e.ry .an a::4 

vomM Ceara to hear In the nlsht a t the door tho k:Docl< of the secret poliea -

lt h cU!tlcult to co~~prehend the degree t o vb\ch f ear ~tea l::lman U!o 

when !roeclo• 11 deatrorod, or the horror that Ufa boco• • 'Ohu 11TU. 1a 

totl\l tsar. 

• 
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lnoueee 1a t1wo totall~ .~._.. 1o DOt u.re ao _ "-rlcaaa .....s.z.... 

••-..4 Ute, wt 1o llrtJoc t.rrot. 

tot.Uita.rlan atetea. beem• a •'•' or &004 !al tb 1o .. -••031'7 !or 

fritn~ underotan41Bc bet_,. .. u-. ao bet,..n 1Ddh1claah. !he cll.c:\at oro 

)!aft pr o ... 4 to o.a lb&t we .,.,.,,." -.'U- a wr4 th417 11117 or truat a plocl&e thq 

of inttrnatloul aorwJ.io;,, :!'orca 'CI!Il"'!Otralaed -..,. .,ro.l1t)" h \M1r aud .. 

!heir throat t o o.a 1o a ~~ 110t o!ll.7 to w.r ladepeDd...,• bo>t abo to all 

wt we care abaat oa eAnl>.. Oo:r co:mtq.h 1a ciJuo«er. Ou wa7 or ll.fe 1s 

in ~!AJ>«er, Our Chrlot lao c:lrlll•tiOD 1o in ~r, Vo c:an ~ "" ..rq 

or hoDOr 1a their 4eaJlacs ritlo -· .t..4 we fac:e tho threat of th1o -

bArl>•rha Oil a ohrwskea aart.ll. 

tbeaoeheo topther -..,. aa ~ 

beea uderl1JW4 in reel -..,. - CQb<...,.Allollor of Ge~, loT the 7ora1p 111Jdoter 

of Jap&Dr aDd liT epab- or u,. Italian Gon~t. 

l!ov are - cot..ac to-' ea1 U>reat1 

At DO \lao in _,. h1sl01:7 baa there - · crea tu need for clear tb!nld"C 

b)' All -'-orlc:ua, Ve c:aD31>t -.u- tl:do pro'bl• -..,. -uoJUil reaeU.au or 

eplthe\a, or soo4 1ateAt1- or ~ ooancli.IIC vorde. lie bllft to thhk herd 

in the old ...,.rlc:aa - - dtlo c:racker-'barral c:-• ...... . 

Let WI baciA loT ~ that the Ati.Aa\lC 8lll4 l'loclfic 0cMU, 

in thooe ~· of a1rp1aau , are rarat4ahl• o'botac:l .. to lnftaloa of -

.leoriceo. So lOIIC aa doe arnb!a ~ coati.,.• to hol4 U.. o.r-s aa4 

lto11uo oa tlwo other aiM or doe Ul.utic:, ..t>Sle CNZ n•t _,_ SA tloe 
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l'ocif'IC, ... haft Uae prKt:lc:al -.u.-.1- ~ a t.• 0 E &£ ...,., ftols b Uae 

o!culica Wdq. Bn u u. llriU. ~ .,.... .u_,_... ... ~-·«---. ~ . 
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..,. oC'"" .-.r- ...t-~ •~111--- \o ~_... ·~ ~-. .-.a DM: DCI-

._q cu eoftr •- ...,_ jut .-..t u -u u - pair ~ -~ --'­

,_in of 1~ • 

.. .... lola1.l.U..C .. ~ - - fat - - e.. - - ....u _, - • 

....,..ocu.>~ a&T7 -tu l!K5. u. llefore did u.-, u.o llrttbll ~ st-14 -

1.0 5e!Qd tbo Vest ..,. s..iii!!Dan oa tbo .&lluUe olda, we elaooral4 lie Ule \o 

pro-' e!U.U U. Po.r:U:1e C:O.• ...- ~ J.UaaUc Coan: \on ... c:oUO. .. t pzo­

tec< both. wuhoa.t u.e 3rtuoll n-~ ... coUa. "''" belt boO. o.. rr-l 4oor 

t.d \he beclt <!<>or or coor satl-.1 -· 

S... people f.-!._ tblo f~ ~ort u.....l.TeS viOl 0.. 'loeUe:l' &llat 

.-~ Gnat hitab ......,., ...,u , , u. hitbll ~ .-1e -~ "' 

f~t 01114 bold. U.. ~Ue f• u. Vat~, ,.. -t ollope .,.... 

atloal pol1Q' oa pare apUal• u-. !!be preo-~~ ~ Gnat 

iritab ~ .. - ~ dn1re \M n-t "' -·~ "' field ~ .-p -

llr1Uoil 1s1 .. ~4 - - ~- _, u. llula. k~ - 41-..ur o~ 

-- a eoa:at.,.. lts ~· r.u.. tile hacll Goft._at Df icJ ...... 

l12'e4 Ole 7rucla 11.97 aJOl-., to- tt ..:1..- oa lior\11 Atrtea ..S eoat'-0 

"' fl.#\ ap;1.-t o.-. ftal en--• fall. - - hacll ,_, - 11.97 

,.... n~ ,.,_ u. rt~•· 1a u. r .... or O.S• ,._, ~·· u 1a 

•t ..U. to M too apU.lldoUe ~ a coat'• 1 of _,. liJ U. hitbll .. T7 -

1! w allooald. 'loe • 'lol.b4 .. to,_..., _, M!-.lt Ole "'" pnt Df a.- llrit&b. 

• t.w \1:&~ Je.tt..a ~- u rlt.l "' ...,.. -u-1 ur-. 3Jrt u ... 

.... t bbHac -·tJ.T-- \o ~t ~ 1o- a~t .. of Je.tlo .-rica 

U.... an .,.._ totalltarlla e1-ta. U Great Jrttallll'• nd•- \o 

;., 1 -' ltalT ~ cell I , U. - .-14 M rl .. opa far tM t-talle-

i 
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... 111 a d.ht1QC111ehed ...,_at at r...atuat llooelmllt '• poltc>ea arc-4 that 

0, 04 If the 41ctatora aboa.ld coatrol all Soo.th •--~ f 
-· .ca aa ar 110rtia aa tba 

~uator, vo could atlU 'be -'fa, !be uptrleace of clUea 1.a ~ baa 

.t>oWJ> that the Panaaa Caaal canaot 'be -.de •-=- at thia -•t ep.i.aot -'b­
lllll pltUIOI baaed on Soo.Ul .... rica. lf the CaaaJ. obovld 'be pat •t of ..-u­

a!OD, our one-oceu ,....,. ~4 'be fi.Dd 1D ou ocou, u4 u.e oU.... oce. 

vould bocoae a broad hi&tnnlr - opea for lamuoloa, 

More t hu atnet)" perceat ot the "-an raee vould be controlled 117 the 

dtcutora ud be orpnhed "&&1aat u. .t. Japuese Iron r1nc .- J.eia u4 

.lualr&lada and a ae ...... lroa rtJoc a.-..1 .t.frlca- Jun.pe, bcl..U..C Orut 

Brllaln and ll'elancl, voulc1 C'llt ua ott troa tl'&cie vltb eo CJ'UI a port1oa of 

tho ear th t hat va - 1.a a -tUated •tlllol> of the Yeetera Be.iephere - voald be 

throw lato eco~c 41eordar, !be at&Dd&rc1 of lhiJIC of ena tbe pooreot 

vorld, Bov loac under tho• conc1ltioae covlc1 ve ltMp alicl>t dw n.. \bat 

VAt ltinclled OQ the lOI>J'th at Jul7, }'/"7e - the fl•e Of' ,._ for all MDf 

11ec .... oe it to 41NC'f'UOhla to loalt at tbeee taeto, there are oUU a tev 

Qlrlc• u "ho cloae their 417'1• eac1 -bl• that va oacllt to U7 to - to -

ro01onable Wldarot....U.C with tba 41ctatoro. .,_trta, CoadaoolnM:la. hlcl,.., 

tho lethorlaade, llorvq eac1 D • 414 ..,.ryUliJIC UMIJ' ~ct "' awo1c1 41o-

pleal1ac the ... to; lid tlatir ,.... att"'*-4 u .,.tbluel;r aa U \looir '-4 acted 

• lth outrtcbt hoet111t7 to lie-. !btir fate baa ....,.. - ba:: 1• to 

•Mione that tJ'7 to "fiplue the ... h. Tat u.o .. ....., c-t 'bear to 1oalt at 

tho hareh reol117 atlll -ron u.-el"' liT dreM1aC \bat ,. caa coot clo .. 

to the 41ctaton eac1 eetaltlleh bOipiiiJ c_.ratloa wl.tb t~. !bot ldaol of 
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~iabtUl thinkins reaindo a9 alV87o of the old liaoriekl 

'There wao a youns 1847 of licer 
Vbo vent for a ride 0~ a t1aer, ' 
They ca.. back froa tho ride 
With the lad7 inaide ' 
And the .. 11e on tbe face of the tiger,• 

259 

If ve cannot appoaao the dictatora, and if tho victorr of the dictatora 

vould nave auch trngic conaequencea for ouraelvea, what enould vo dot 

Help the »ritieb! Help the Groeka! Help the Chinoao! 

ThAt anaver 11 obv1oua. 

Help hovt 

We hate var and becauae of thAt hatr ed tho queation of onterinc thia var 

ao a national poUey doeo not onn ariae, We lalow that tho aurest wq to de-

feat the axia powera i o for ua to go to war in support of Great Britain, 

Greece and Chill&, 'but ve hAte war oo web that we profor to t!lke a chance on 

the ability of tho Britiab, the Greeka ond tho Ohineae to defeat tbe dictator • 

povere without direct milit&rT aaaiatance fro~ uo, Vo lalow ehat the conoo-

quancea of totalitarian .-ictorr would be for uo, and vo are t!lking thio riok 

wi th our eyoa open. Unqueat1onabl 7 tho people of tho United StRteo at tbio 

aoaont prefer to take thia risk ratbor than CO to var. 

Rev can ve dia1nioh the riokt 

Onl7 by ching to thoae vbo are ticl>tins tho axil povara enrr poooible 

oupply, aaterial , 11W>it1on, and ara that CM be o! uoe to thea , We l&lot gin 

what they need , not whet we think we can coatortably opare. lie can not, in 

our ow oelt-interoot , giYO 1e10 than what ther ncod, If wo hOYO not got what 

tboy need, vo auat produce it and produce it faot, Merchant ohipa, var veoeel• 

airplanu, CW''• Jlllllit1ona, ateal, vheat - all thot we give will be uaod in dl-

feGae ot our OWD aeeurity. 

It vo ohould ataek the card a ngainot tho Bri tioh b7 vi tbholdinc what 

Dte4 u4 w ban. _,. vould cou.deu ou.rael••• to var at " 4lrT not d.latant, 

alone, vithout a1Ueo, and unprepared. 
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lt 11 10 sre•llJ' to tloe ad ..... ,_ of \he tot<llltariaa atau. to- ... 

tilt Gilt or ,... 'llb.Ua Uoq are att-s-U-c t o ~ Oraat lrtta.la,. Gnace ulll 

Ch1ll& that thq v1ll ol.mat~ ""' IIIII<•,... 011 u 10 loac .. Gnu 

J r l\ab otiUida - "" -U•r bov - ~~&tart<ll aU .,. fUJ'aloll ulll • ..t·t.cr ..._. 

tore that ald. aat tel<a. !be d.lctatora rill tuaa u d. tul•tuta at t.bct v1ll 

cot rhk doclarl.DC V&J' Oil ua Wlleaa thq t1rat ba•• l 0na ~ c rr t -ta.la. 

lach d.at \hot tba llrtUoll, tho Dr-• aod the Cb!ae .. llolll .,.. 1Dcrasea 

0111' """ read.lMaa to perry at tack. .. t 1\ 1a DO aacJ'at tbat toilq ,. are fu 

troa prepared. We -•t ~ t be 1A wbich to propue. We .,.. 1lii;F 011a1 u­

oolt 117 helplac tha ut1ou that are """ bold.lac t bol tol8llt3rla:la - rna 

our thor••· 

'!'he totall\ariao CO",_,h ban e:rpre .. ed \he op1A1oa that ,.. are al­

nll4t too lAte - that DOtl>J.ac oar 0cl- "'-<<ra<~T0 cao - do to ~ 

production rill p~ eaoac1> _ ... 1A tbte, and that tbq v1ll __.. 

Great Brl\1\iD before va ...a up. 

Our .. tbod of prodlacUoD cblJ'1Jic tile put al.s -\he baa - tile -

rortable and laq - of oupa~•iJIC prodacUoa for lle!eua - t1oe ... ~ 

buoluu or tba c ..... ,.,.~ !bat -.. tile -u.oll eapl..,.M 1lr 1'..- MOl &red 

Brltab be!ora Uoq .,.... - u.to _.-. It l ed to \he lla!-t of I'.._. ad 

lo tho d~ perU la •tell Gnat llrttalD IIDW ! I.D4a llot....U. It baa fallad 

... ' •• 1 t failed u... Aa4 tile Pruill&Dt baa - lleclarall tloet pi' olo: u- for 

dotoa11 ... t tel<a pracedt n o OftiJ' otbar prod>lcUOD. !ba ._U_ ,._ ~ to 

Y • --..-~~·---lit. rroa lonb to loath, - ... .,. -· .-11 or C"&•• - re I • -

heoldeDt'o laaderollip. 'i'bie ........ W'lll co,.Ututa tile &14 '"'of _.. 
doaccraq, of ..,.. abUlV aa r...e _,, ..,uac of coar fJ'aa W'lll, to -• 

""" thcapt of aal! ulll ..Uiab pia. 
• ~ lwd. ... - _ .. rtra\tft 

!he probl• of lac~ pr..-t1011 cu ""' - eo .., 

otP&tuUoa or ..., -n ~ of -· llot1 I OJ' able tlloT - bao l& - a 
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ooln d oB17 _, tile -. ~ ~ ""*1ac \opthft aa a walt. wtu.t 

'IIOIA5 1A ..... • """' la - 1<0 ....., .... - rr. ..,. ~---.u ... , we -."t ..., ..,.... 

®CO 1Aotruaetlh or-- aa (-.\ aa U1ooacb ,.. _.,. f..a ..... . 

to !Ud vltlola ~ U. w1l.l t.o -'do: aa 1.f ~ wn 1..a - u -

ror au ...., U ft !..a ~ t.M ~bet of aalf..,..._u_ ~ tell 

each 1ncllrtc!Dal ~ - U. ft%7 aiatace or all t.llal be ~~Ucla tS..r .._ 

peW :a.ov oa. hia G~C. «Md-=7 D4 h1.s CNa r-• "'Mt!a to 110rk aal to .ae:rl.fl .c. 

tor hio cowot ry. 

Ve rud aar:t:. ~ b = - 1 z r o aa4 ,.. baar .....:b gq • .,.... mlloo tile 

..... !roa LoD<Ic ... am - ~ all - - .tut -t ~ - - "'" 

proa1Md hie ~ ~ W1 "bloo4. t.oU , taars ..t -·. 1.f ,.. t o U 

ad oveat ,_ - 1lo&S oal7 U - • - ... - 'be dl• to e.cape ta. ~ ail '-h. 

J.t una tt.a or • IT' -"' .-.nee -.at uk 1t1-lf - 4q .,, -

worn, 1Aef!1d eat , a~ or tile pest , U..t ...... ~· of tile~·· _, 

tba peop1e, u4 ! <a :Joe ~· u are to perioll fraa tile -.n:lt.. .. an . .­

to fell oa oar - ~.,.._ a _,.- 1..a .aida - - dec1M• f or all o \Mr -

vbat the,- ollall --- wa1, U1olk. - · ail do; - . qwt - tile of 

wbi eh h tear, &a MCft'1 pa1lca, - flriJIC ecpllll!.. tile -tratt• _,. u4 

torture. .. ..,. ~ t1a1 t!da 1..a •t~~e - of tbo r.wr.• • 

Boot ... ._ ~ ~ .u =-c- - tloH ~ tbue u - Wddl 

f Oil volll.d tboir ' , .. .. - ~. .. - tbot .. ._ of t.M r.wr.•. -

t 1rf..ac ....-. - waa:a, .- ..._ -~til. It - ~ -.c • ta. 

Regraded Unclassified



( 

262 
~u-

tho ~otall\ario Uc~ loaw w U..lr JIIJl" - h.a­

t:rdl> aJ14 are t.,..U.C to t..,... oa .....,. - u.. -u -t u.q ean a ._ 

oraer' . liJ. thalr wodta ... "- ..... - ... "- \llat U..lr ._ ....... .. a 

ftZ1 old order ~o4; \be foool., ol4 ort.r of olaftlot, 

o..r !oref &thara ~- for the rtt~at of a - to 'bow \o ao -tar llllt Gocl. 

!!>q atarto4 tho van of lha flmlnl; a - ..bleb hu aot ~ - -.,.. to 

:a= lU craot . floo ~ of the !Utara la trMclaa, -~"~CT. _.. 'the 

- of U.. put h ala ... ..,., ltic\&tonh.iJ>, ...-. 

Oar !orafal.here to<>k Udo eo:.U•••~ a:o4 D.ll4e lt • coo4 l i&Ai f<>r ...., of 

rrL'7 noce to lhe in. Ve, too, .,.,. tw1l t$U f.eeo into fil&t, 'fe baTe l& crar 

put. \'he 1Jn'u \1oao that han obrullt tho ""rl4 are -Mille ....-4 f<>r 

olalbter AJI4 ~ W. caa ue ~to oota\>llah pel!ce oa4 .prae4 ti'Qth, 

Ia thla put J'W&I'• ..,. of &Qo4 v1U ~t tho earth - felt aoro 

~ \hAD ! or c uwrte• U.. •e4 f<>r a 'AA1V of Cbrin.-. led> - of ,.. , 

ucb ~rl.cmal .\Mrlcaa, hu his p1.aee \4d.q l& tho coutl"QC\l"'" ~ of 

~.,.,.=-. 

Vo aov how to wodt; u4 - - - t o f~t: oa4 we - -t it h t o 

loe free. !be ala .... of the ltictaton .... ""' u.. rut-are. .. .... the fUturo • 

.Aa4 tho fUturo h ooars! 

• 
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1-, ' · lMI. 

r.• .. 3 .... , 

,... .... .,... 
... ...".vital ........ 11111'4•"• Yl'lp\ -

ow, ,...,... ........ lac 1'-40 p\Aa ... 

"' u. ,.._, tiM -.. llrltt* ...... '- .... uatl-c vita~ 
Olr'ha •t.Pt fWr • teW el JOIII P-4111 .w,o~ le \line 
leta - ..:~, 100, ..a 1011. nta~ .... ,., te \M .._ntetl­
tu tale ..:1, \M llrlU* - .....,. te a,. ._ _..,... 'IN\ 
..... M¥1-' CllnlH ..... .a... ..., - ..... ,_ ...... 
~, tuu.u- me ,..1.,._. ._u.u- m ta~e 100 IIMII 
'PI'OCJ'ft-' .. u.renertlr, "' \lie 11r1t1• -. • ._,_. \loa\ 
\11., •a .. , ,., .,.Ste ,..,.q te alp. Oe--.t• \lie 10M, tile 

Jrtu• - aUll la \lie ta'k'• at .... 

De Wl....tee .. -. .. \line ..-. - .. teu-1 

........ lMI. 

......... lMI. 
O.WIIer. lMI. 
...... lHl 
1111 ••• lMI. 1_,, 1MI 
..... WJ7. 1MI 
.... 1MI 
-.u. 1MI -.lMI 
~1MI 
~.1MI 
........ 1MI 
... , •••• 1MI 
Oc ..... 1MI 
...... lMI 

.. 
100 
100 
100 
II 

-• • • eo • • • • all 

• 
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~ t!>e --~ :>( u o r<~;>o•od join~ re_olutloo 
*"~ tt-.a lac t 'br V.. 11111\.ed : tat.eo ~r ordr r a on tA:>!;hlC 
of f O':""dpl iUfWi nwata anJ lauin,. to !"ore l tn l"OY• ~tfi ~be 
ar:.itlaa ., .....S..-.! , thtt ! oll.o-1;>- 1n ...-!.a ~laD can be used . or 
(l) !t:e ~1oo <>~ ~u,.., C'oell1t1ea ! or c!eC.n.., •t.er1el ; 
..:ot (2) '!be ~ cew =~ :r r..cll :at.er1d , 

(l) 

n.. li. F .c. and U>e br aN! llk'l1 Depo.rwnts ?t"• cenU y 
taft C'.!DI!S an.llable ror U.e ~Oil '! d~!OnJO roc!uct1en , Tl:e 
!l.r .c. baa a r eYOJ.rtnc tuocl or >1, 50000;)0 ,000 ror ouch purpooes . 
~( \1 1. -t a~!A}1 :J,t<l, t'OO, OOO 11 T ObGbly atill &'Tall--

&ble. 

By a recet.t. 4ectaioc ~r ~· r-t.r.o. to reduce t.te take 
out o~tioou o[ t!:e sr &rod la"7 De-partu!n t... about SL• 10001000 
,._.,.... baa _, Mde n u l&l:b to u.e .. d ' r""'"'ta Cor c!efon.., · lut .,..,_.u.. b a4<!1\1o0 oo ot!o• r Lw>~ .......,a1011 run•!$ -.>i cb U.oae 
~\a still 1:.5n a._ll&ble, t'ur:.Jo• r f\mdt ~o~ t Ha -,nooe 
e...WS be ...S. an.Usble ty r.l euin? ail l'. r.c. tne cut :'l:mJ> wH eh 

.,...,. bee .. ~ aside by J.nr1 t:.d ~ "1• 

'~haft ~ ~ t. be aa• l o 1\ll>d• !~ the addltlon&l 
~t ~~X;JU>S1CID ~ Jr .,.,. ..,.. ~· b&eocoe noces&rr, the 
""toe 1.1-.lDc poaou o! tl:e !l.r .c. eoulo bG incr .. oed by tl.o &.IOOUilt 

...... . ....., to ...-GKl'" sh I.'>U .. t-J •• t1 ,. •• 
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(2) ,.,.. ' 
Jc ~ .... ~ ple \or ...UUcmal Ol'<loro \t>. 

11ar Depart..\ baa aftllabl.ea (a ) 160, 000, 000 tw u.. ~\ 
ot airer&t\, a1ftnfi •ct- ADd a1rerat\ ;>U'VJ ADd ( 'b) 
$4)000000000 fllr the ~OCGI \ of OJ'dl>aaee 1Woaa. '!he Wor 
Dopal't.a\ la prapand \o Mke U.... tad.a ... all.able tor \t>. 
r-co!.Jic parJIOH•• w\aad or ,..l.A& thn, tor ... ...,) • • t..r J.;:rll -
1...,.. 1941 M1zl, __ ot ainht\, nth the 14.a 1a a1ad \t>.t the 

lal' Depar1Ac\ - p\ t'arther a ppropria\loo. la~ tor r.a:!> 
Miat.no• aDil ete1 l e·r paz; .... 

1D aU prollala1ll~, \t>. 11&97 Dopan.:.t .,., uklo oiJdlar 
I'IID4a a .aila'ble. 

liT ape f!ac \be ~t o~.-. eith theN t'aDda 
....S daftto1lillc ~with pla\ apau10<1, the :=cr-..., be ..,.... 
r1e4 t_,.. eo \bat V.. ""MM17 del1nr1as ..., be -. u -
•• the prope ... Joll>\ naoluUAm 1s ta&Ote4 • 

• 
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SITISB St'PPU COOICIL II IOP.TI! lrt!IICI. 

'P'lllard '!otel •a ahiJICtOD t"C 

JooUitry :1, 1!;141 

I lDclose t or trao~1as1oo t o the 

Prea1~eat the B~W Stat...Ot Of Pr1tJah ~.aUJ?e­

-tS c!lu!JI& l9U aD! 1 "'4~ ot -

~Dt Shi p s 
Urcnrt 
01"1D&Dee 
Steel 
lfachSM Tools 

- whlcl. atat-t ... pr:a1aed So the Or1• 

IUoiater• a letter to U:e I'J' .. s1dent of ~~'be7 

8th, 1940 , ;:anrnpb 16, a J>t! Sf8lD 1D bh CPb1e 

or Jan~ 2, lf41. 

'fuy truly r-un, /' ~ 

~;9.1'~ 

n. SecretarY or the ~a.w7 • 
.. ahl .. ~. 
r. c. 

• 

o.s.r-o 
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TREASURY DEPARTMENT 

CONFIDENTIAL 
a.cte\er.t l hr1111c V....Uou of \he reporUac 'bub wre .. fo:U....: 

loll w o o1al __.... loSO,OOO 
l'voMH4 rr- 01 rc1al ooueraa , 36,000 

tho P.toral .. ..,...,. ~ fd '1 ... York eol4 ~6,000 11> rtcitwr.t ~~ w 
a .,o-npor tlac 'buk. 

OJ*l ..n:.i e\er11ac r '"" at 14.0}-1/3. traaoaoUou of \he reponf.ac 
)&Oft wre .. foUowe: 

Soll w co~1al coaceru ' 5,000 
PuollaH4 rr- -rc>lal ooDCe.ne ,},000 

!211 OIAII41a f..ollar, which baa 1184 u - '•114•1107 of lew, r•oo•w.t Wq. 

clott4 e\ 1}-7/Sf> Uecouai, u ep!Ui 1'4-1/Sf> 711Wrda7. 

C1oolac q"QO\eiiou f or ~ ot!lv GVMD.Ciltl Wlrll 

1w111 f,.... 
lw4111t. kzooaa 

·1~ 
I4ra 
upaiae peeo (f'rM) 
-.atu• a1.1re1o ( f'rM) ICe,.,_,... 
CU.. peeo 
ChJ.MM ,_a 

. 3}31 

. 2}85 

.11005 

.o~ 

.a)6o 

.0505 
.3066 
7-U/ 161> Uocnai 
.orr5/' 
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e. .... ,.... .. - plA •=llriiO&s=-••• • ; w "" - ....,. 

11a114T u4 tu.a1 • ••u-• ,..s.- tw twa~ .u ..... _. -bnco& •' ,._.,(ttl, 
~ !re&I'GPT' o puo~~a~~ priM ,_. rore~c~a - - abo h•£1" at ;551. 

y0 ..to t,_ paa 
3 

- of dl_. -~ 51'5.COO- .,._ - IU9W 
?:cl>dl Ac\n Of thlo _,, :JDO,OOO- JGfi - a .U. tra. !.aftDtal7, ... 
101 .-lab& 235,COO -• ~ of - pro.-u.. tra. t orel.p -triu, fo.r 

dol h'll')'n 

tho report of Poe I ) 12 31 ~ .... ~ - :r.laz'sl lellrft Ink of - Toft. 
torel.p • t .. }IOei- of .......... t 

3 

• 1a l\1 u .o\rl.ct, ••• , .. _, 

!Dial poo1Uoa of all -t;rtae - - - ~-- of $9,951,000, • • • 
o! $J1S,OOO 1D U.. -n }IOeiu.&. :let - • follftol 

Ilion ~~tetu.a -...!ltldu.. Cllaap 1a-

Dlartb•r all 
n ll llooUl•• 

• 11),000 $1.,liiO.COO • $217, 000 

., • "'· 000 
).~coo • 331,000 

an,ooo (~ ~COO(~ - 113,000 

lat1a .berloa ~·000 JJD,COO • 93 .000 

Jopoa II, ,000 ~~~coo • JS,OOO 

Olhor .Ulo 1,137,000 1.JD&.COO 29.000 

m o\bon :11 ,000 &I,COO (~ - 109,000 

!l>lal t9 ,611o,OOO .,,,..coo o .}lS,OOO 

Regraded Unclassified
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Suullo: Depotlu for ~- & "n n 1a ...... 
Depo1l'1 for~ •• •• •••. • ••••...• 

• t v.s. tr .... 'blUe. ~ J&par. eto. 

a toaa•··· ···························· )6 .-~.ooo 
1 other - .aill~ Jap. !aport l>Ula.. . . u,)llg,ooo 

""" ~f'I'Ga Deo. * - .llaO.ooo 
• ~.ooo 
- 1,1,-,000 

- * 11,000 
• 1161, 000 

!~JI.Ul t~~r•• aawcorl•• r efer ~ "'"-" 'balllc8 lll .Japu aD4 .lola. It vlll 
omr* \hat Aapoal\a u4 loUla halA for __ , of nab 'bull:a t opthar 4H1lul 

o)ool $5, 5()0,000. I'- • .,.. tMa $,,000,000 ,...,.u, ot p14 arrln4 t...., Japu Oil 
jOCM!Ier :n d vaa ao14 \o - ._ ~- ?lla\, 1\ appaora \hat • • IIOIGh aa 
S!, jOO,OOO a7 ha" ~~- vlW m "'- ~-- 4apoa1ta vlU. Tok<l-' a :r.., Tori: 
1(1$1 turlac tha WMk .........,. ...n-. 

CONFIDENTIAL 

Regraded Unclassified
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TREASURY DEPARTMENT 

INnlt OI'F'ICK COMMUNICATION 

DAn 111DUU'y 7 , 1941. 

to Secretory Morgentbau 

,.ow !lr . Klaua 

!'Bl ro_ orta: 

JIU\Ubry 3 . An 1nnstlgat lon has been conducted ot the acUrtUes o! one 
t.oopOld !iugo Paul Klot z and hie rtte, geuerally known aa "Baroness• Vara Uorrt­
,;octl') , and their rale.tlon t o t he Lu&co:be Air ple.ne CorpOret!on. Kl.otz 1o a 
:~o;Jl allen and trl.a wife • •• a cu&t 03erS' • oc.o.n tor BeTarley Bogert and Coa­
-.<if, Hockbrokera 1n 1;.. York. They Ulan bought into t he .-uscoal>e t.irplue 
:.~ or.t!cn and now han control. 'l'he Corp0ro.t1on le euapected ot rtolet!on 
.~ ;:x ort Con t rol regulations reganliD& e.!rplanee e.nd alrple.ne pens , and t he 
:trt.lo-r r lbune Ia about to publish a e t ory t hat Ver~ llontto=er; baa carried, 
.:au , ror.oatn& t o cont inue to carry , l arge 0100unt a ot 110ner (e.lleg~ a 
bllliOA dolla.ra 1n currency) Into llexieo , obtll.!ned by l1<i.u1dat1nc. Ce"""" a<> 
oow:ts In t he Un! ted Statea through t he brokerege tina or lr!nalow, l:o<lglas 
w:<l _.tc; voy . On April 6 , 19 40 , Klotz flew to llexico wl\h persona ae.!d to be 
eolUJoct rd w1 t ll Tl!ll!cm Rhodes Darts (former New York Stute Senator John A. 
;86t!n~;t e.nd otllore ) to see President Cardenas. 

January 3 . It 1• reported that Genn&ny has 22 ,000 tor:ner IJlcre.!JOie.n e.:q 
ott!eer • ooncent rllted In Poland tor the ]>urposo ot Gatica as ottleers In a 
r.<r-!t!an llrl:lY ot 500 ,000 to tight. Russia In an lnnelon ot t he lilcra!Jle; the 
lufo~t etatee t bnt t hese ottlcer s haYe oeoret Intentions of tlgbt!&g both 
m•e!a and C.omany when the ~ 18 org8JI1Zed and supplied In order t o rrae 
kt: t:krOne. 

!oz:uary '. Tho Japanese press 1S short"<; more e.nd ""'re llost!lUy to 
•-• l:nhed States; Russians l:iaTO heco:e popUl<.r in Tokyo 1n cou~uance ot 
; ,, -n•o idea that 111 tler should •bet Stalin' s ,.,,petHe 1n t he direction of 
!r;:.;: ~ ..!ght.nia\ an 1n or<ler t o el1Jo!.M t e 1apc.n' e anxietJ regard!nts Siher!a 

oi.o ~,,.ol!a . r ( 

.. Regraded Unclassified



1aJDIU7 7. l9U 

Toa Sill tb caae ill to &ee M I.Dd ui:ed .. to 
help his bo;r get into Oraaace, I.Dd I a&id 110, that I 
could not. Thall he aated .. whether I considered it an 
exemption to get i.Jlto Ordlwu:e I.Dd I said that I did. 
l!e then e.ai:ed mei •Do ;rou ~ he should t&i:e his chances 
in the drattt• t ola hi.a that I thought he should. 

I was Yer7 !ret in letting T011 Sal tb know, and 
I looked hi.a stl'aight in U:e eye, that I tho\1gbt it us 
wrong and that I could not help hi.a • 

••••••••• 

274 
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l!r. L -l.e Co '._ 
,.,,__,~~ 

~ :~.c. 

:::.oc x.r. c~ 

J~ l . l,aa. 

.U l!r. IlDMII1 • ~-I- ...:lnJac a 

M' 2. 
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De.te 3-.z:z J4, 1~1, 

SubJoc\ ~oro of llol.lAir J'!al,o 

!!aU pal>Uclt7 - &1._ la t.oaar• praoo \o lar,;e \raufen ot tlmda fro. 

::.. =:aoaa Su\0 :s..ll: u a. ::..1c:1oa- .uouc a\ ChaM aa4 a •.,_hri ou f'­

:1&1 ;:-""OCH•" ~ w!dclo "'""--7 h alll.a t o acopiro <l.oll&no 4 .. p u o \he 3rtUU. 

~. !".ii. :::;\. tc:J: fi>:iS Ur,.u..cb COM ao f a.r u to a~tt ttat the :Hta 

~~cHtee ba.l p..._.u .sMZT ..,..,;ie:oe. 'tO show t b&t •a t: least 115, 000,000• wu tra.n._ 

~·~ u. this - ~ ~ pa.o\ two •n\ho. Spoclneall7, \hroe l ndh14ul 

'~on wua _, ,-. $100, 000- October 2. $50(), 000 oa Oc:tobu 111, u4 

Qa u. llaalt ot u. l.af'-'1- 1d:dch CliMe C'lln'OIIt17 -· • •&llolllo \ o .... 

:lrM -=c:: tnaatu. """~ ..» .. c-•o - ., 8ppron..r.tol7 cbo 

lasu •·••ea•ecl. kbal.l;r, U. S700, 000 \roaotu on October } - • U. fin\ of 

• t erlH ot .. .., iualAa <!.oll&r ~to to O.l'Mil¥• !ho \0\al, ~~owe ... r, MO'Odod 

to &17 S2,!!(l0, 000. 1a a:!.llUoc., a -u ,..,..fer of $200,000 wu -.4.0 '07 U. 

'""nlu S~u liKk to tbo :::.O.hcM C..U.UalcoaU111u l&o\ ~t. .A.ol"'- tr. bol.ac 

:c:.aUo.-.l>l7 bolow U. $1!).000,000 - l oaM 1a tbo ...,. 41apatoblo, \hoot ,,....._ 

~tro....., oa17- M1.f u. p1c"'"' llolr1ac \be - portod.. $525, 000 ,.. , ..., .. 

~ .. ~ ~ U. alckb k _,_aU. l!a.uiu State Baolt. hrtbor.ore, wbn. 

>~uo ot $1.015.000 _.. •- u. ...,17 part ot 1,... aD4 \bo aD4 at lao\ 

•• ~-·•- .~ A~ ..., 6oo 000 lJ> aMUloa., $2.,000,000,... 
~ ......... _ , __ .. __ , . . 
:autorre4 rr.. u. o.w•-c"-k _,to t bo :!!a..otlaa. ace"""' at c-. 
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~ total __ , of 44Uar l>elanc .. to Gerua tr ~-
- -..olaa accOJIIIt troa oar~ 

,.,.., tborefore, MOW>to to about $3,6oo,ooo or •re tbaa n .• total oaoUDt of 

t....,atoro ln the oppoaUe 41rect1oD. 

'ib.Ue, a• Obaae llltt..ated 1ll ito atat-nt to ·~- p- 11 • f ~-~-- .... , "rue era ~~Wt:wen 

;:,oo1an ""4 O.raaa accOUDh probab~ rotleot to a larp eJ:tent co-rclal tnu>e­

.et!ou, H ll potlible tb&t oo ... of the pll¥llnh aade to 0.- b:r lluaala aa:r 

reprouot relaburaeaent for o........, gold which vu er.ported to the Ulllhd St&teo 

bJ !!aala. DllrlDC Sept-bor and October lluaela er.ported and aold about $25,200, 000 

.,~ £01.4 to th11 CO'G.Dt 17• Hovenr. Jv,dciu.t fro. tt.e alae of the Rusela.o. d.ol.l.ar 

trua!ora to Gen:&~~T, U vould. appear that lf ~ of this r."Old beloQged to Ge­

!L -t haft bUll relatlft~ ... u . 
!be relaU...., l11portuce of the truafer of l\ulda between Ruaala end Ge­

'Ul bo aeon frca tbo the of tbo recent traootere between :tu.ula and otber Euro-

peu countr1oa. Ill tbe oar~ part of Sopteaber "" know th$t Greece paid $5,900,000 

to l!a.ula. prlaarl~ 1ll p&Jll•nt for tho purcbaae of ltuulao vbeat, In addition, 

C4N1a report• to ua indicate that ltnaala b&a recdnd a net ......,, of at 111et 

>5, 000,000 troa S-on s lllce tho flrat of lalt JUDe and a t loaat $4,ooc,OOO not 

trw Sviherlall4. !!are ~ U probab~ cao be aa.-4 tb&t tbell net ~nh 

!o !!aala are lo.rp~ of a c..,.rclal natura and, no 4oubt, ropreolllt tho aettlo­

.. ,.t of adnrae balallc .. ac.,.._ated 1ll couoctlon vitb theoe countrt .. • trads 

aut•••11tt vi th Rna ala. Undsr a ...., arrancoaont betwoa Svl her land end Runt a. 

Svihorlaad report•~ baa acreed to pa:r tor Ruaaiaa wb .. t IUid. cotton 1ll tree 

uebanp. s... part of tbl recent Swill pa:raonh to l!uula. howoTOr, u:r bo 

&aroctate4 vltb Svioe purcbaa .. of gold troa the Sodet Gowol'fl11411lto 

\'al::£0 

eow:&llo -
• Regraded Unclassified



SecrEtary or State, 

·::asiU.ngt on. 

451 JSDULry 7 , 3 Po~• 

3£rlln 

Date~ January 7, 1941 

Rtc 1d 8 :16 p. m. 

My 49~1 or DEec:bcr 7 , l C •·=· 
FOR 'r.~:3T F:\OJf SS\TH. 

Invcst!.Xnts of the Rt1ehabanlr nor mll y sho• ti:.£ 

srtatest increase d~ns the last week or t he year but 

the increase sholr.l in the :\dchsbank' s s tatcoent ro.r 

the 31st of DeeECbcr far excEEds previo\13 year end 

r ecor ds . Th!s de~lop=cnt had been forecast by the 

press . 

The invest:E:l t porti"ollo of the Re ichabacl: ('Creasury 

and co~ercial b i l1s, eol1ater a1G and s ecurity hoLQ1ngs) 

stood at 15
1
846, 000, 000 car'.ts on Dtcccbcr 31 as eo:;pa.rcd 

• lth l4
1
065. 000, JOO :arks a ~cck earlier, l4, CGS, ooo. JOO 

marks on Novcober 30 u:d 12, 619. ooo. ooo :tar ks on DEc=b u 

31, 1939. The i ncrease .as alcos t excl usivEly due to 

rediscounts. eoo:crcial a nd treasury bi ll holdings of 

the Rcichsbank hs~ing i ncreased to the record figure or 

15, 419. 000, 000 ~xrks on Dcec~bcr 31 as cozpsred with 

13, 554, 000. 000 ~~s a vcek earlier, 13, 532. 000, 000 ~ks 
on 

I Regraded Unclassified



on l'io.-~'bu :sa Cld ll1 3,S2.00C:. JJ:O 'll!C"J::l = ~· · c-

;n, 1939. T!l!: ::id~oa=:c•"' '""""~'""=>p ~ "~~ir :tt­

curlt1u atooQ at 32,0001ili..'OillllL..~ o!l ~ ~. ll...-~ 

a. s co t:;IN"t: :1 ..-1 e, hl. 000 . coo tll11r'b 'Ci: c.! o.! :i~~ 

sod 8041 00l>.ooo :s:n a:: ~·~ n. 1~". ~~' 

loar:s o..-: ~c:~£:" ~~ ~ w"C"~: .st • .JOC'. ;)JC :s....-c: ~ ::­

partd ':d t!:l 25• 0XI• ::l00 ::s_-..:::s- = =~c:- s: , · ~.:o::. ::o: 

:!._ S.: r l ... ";. - r--.: 

miscd:U.:n:o= usrt=o (Yllle!: b-...l~ ~ "d -~~';s-£1~ 

opcrat1.~ z:-=.ii~ t ::. tt!: :-c o• '!IDJC:::t} :1£::...-£15£!. = 
1, 72s.ooo.aoo :::s::-n en :ltt:::::ro- .£ ~= z.~.:o:.:ro 

:s..r:CS o-: :'Lec:=a- n S3 e-ec;:a--c!. T!~ ~.:s.::, :o:',::CC ~l:s 

a r.r:Ek t:arll'C" 1~96 5. me.et:.!: EC"llC" a:.! ll.'t:;) • :lX!• XC 

"':u'~S on C.:e£rllr:r <>1. 1S~ . ,_r =us,l 1-~£ !.: 

1.. . CCI!Il?- -"""'~! ~:.r o:: -•r 1.5.~-:::ia 
1nv£s b::.t:!lt =..-o u..l.!l.c--s 1r:!i.5 ~--

s 1 d £ b~ :.::..£ 1.:le.-- E'S~ ~ !...=. :.c ~ r .: L -:- ..., • tl :1: s!Jc"T"E .., • ...., c. ~ 

= 

• 
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a:: =~l:.Sl. l.=rt:a'!£ 1n tb t: volume or sight drposits 

·"'hl.e't ru.cl:.tc a l:ET :'£cON of 2 , 561 , 000, 000 ,._,.:,a a 

:. -.:: t !'a:- tn =~ss or t-.t ;wtrlous higt: or 2 , 01!!, 000, 000 

:::ar.:s o:; ~e-'"£r M , 1939. Sight 

1 , ':C2 0 000, .JC).) =r-h o::> ~ecobtr 21 

drposi t3 h.a.C s::ood at 
on Sov·rr~ !":r 30. 

and 1, 706,coo, ooo ..rkat 

- .t eo"T"c:.tir;- ~ ~£ !!OEP.S£:; ZEITUXG ucril:ts tllt 

=~s=:!.1y lar~£ i:::er ECast: ~ lnvt:stt:!tnts on C!t on£ band 

a:ld not£ ei r cl!l.ati::::: and :sight drposi ts on til£ other--in 
inorrnst in sl&nt crposlts 

;:utieuls.r ~E: ===ll.J largt / dut to th£ f aet of thE 

o cr ~ Gov t:::-=ct bl>::ods on Jan®r; 2 foUo11'1!lj; a period 

o' rl:o·.:.~ tc'O n t a 1n whle!l no Govtrn::>tnt 1:-c:.ds had bEEn 

1:ss~t" : c r t :::£ :;:-.o..~~t of • h1cb runds "trt '!:>£1~ ;;otttn 

rtad y. I~ ~s ott::: s4-1tttd 1n tht prtss, ~tv~, that 

t"l.t ~sion ws.s ETC l.arg tr than antielpet£~ 

.tORR IS 

Regraded Unclassified
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Jll 

Secrotal'7 of Stat&, 
lfoahiDcton. 

5, J&DU&J'7 7 • 5 P·•• 

~&DkiDc'• 1, J&DaarT 6, 10 •••• 

•central ReaorYo J&Dk". 

PU.DI 
I&Dkiac Yla 1.1. 
Dated J&D0>&17 7. l<Jiil 
llec'4 7:2} ..... 8th. 

rho local Obln .. o prou tbh morniDC roporto tbet, ettor tb.o oponlac 
cereiiODT on tho 6th, Obow lu.-l!al, Oon:rnor of tb.o new lnotltu.Uo11 , ma4a 0 
otateuent tho clot of which followo: 

! :::Gill S!A'I!IMBX! (1) J.lthoi!Cb tho 10onr11110nt1 upon lto utabllaha&Dt 
otron to reoorYO the Talua of tho ol4 fopl for \he pooplo1 o l11teroot Ch­

ltiDC, dlorocar<l.lac that coul4erotlon, beo n oO<I.o4 tho market with...,_ 
li.Jiitod O.U&Iltl tl .. of noteo which re1Nlto4 in 4eprociatlon of ourrencr 
•aluoo and incrol\lo in co1111110di tr priceo, OI>W>tocing claim laot Ju.ne that 
only tour billion dollar•. wore 111 circulation wu ridiculed by an expert vho 

declared that at that tlaa the actual circulo.tioll wao oix billion olx 
bW>Uod 21111o11 dollara. 'lho 11ow b&Dk 1o bolQC eotabl1aho4 to a• old 111-

!latloll and will loouo ito 110too aplnot uplo cub reoerYo. !he llOW 110 too 

are to circulate at par with tho old o.t firat but U' tho nluo of tho 
la\tor dropo too far tho new not .. will be atabllhed to J)rennt dlotrubuce 

to f illanoe aad \he people ' 1 lhollb.oO<I.. 

(2) Caab rnerYO I tor the new notoa not only exceed tho fortr ptr cont 

= •ided !or by tho hank' a re&ulatlono hut ben reached noarlr one bu.ndro4 
per cent. 'l'borof oro the now noteo mq ho treolr uaed to purcbeoo foroicn 
uch&nge or challcod tor tapi at par without rootrictlon for the u ... boiQC 

1n order to help olxculatlon. 

281. 

(3) With a Yiow to maint&inlnc tho •alUM of the currency, offo:rta 
will be made to incru.oo oxpor to eo • • to balance foreicn tude. Control 
:ooaoureo on t ordp trado will be adopted vhon ucoua17 in acco:rdanco with 

arUcle four of tho agreed tuaa of the Si.......rii.PO"e oo ecroe~:ont. Reotrlctlono 

vill be oxercho4 on tho iaporta tlon of old fapl noteo froa BoDC lone to 

pronnt depreciation in tho 'l't\luo of the currencr. E!1D S'U.1'IMEII'f· 

Tbo •central ReaerYe J&Dk' autborirAa claia to be•• reooiYo4 dopoolto 

of hontr aillion ciollaro 011 tho tlrot 4aT of bu.oineoo aad to ben ioouocl. 

oo too to the Yalua of oeYtn aillion ciollar•• 

Sent to the Department. 
to 'l'ok:ro. 

TPV 
thiCOPJ' 

Repeated to Chuncklnc and Sbaz141j>a1. IT 11&11 

PAX'l'OI 

• 

• Regraded Unclassified



Secret&r7 of St&ta, 

!!&a hi DCtOil, 

JU11.&1'7 7, } p, a. 

Sbanp11 a Dec:eabcr 2}. 3 p.a. 

-··· \'1& •• II. 
no. ... .l ~ 7. 19'11 

lec14 7tl} ..... . au.. 

J apanuo Collalar a:!fieft suu o afur ~~ .. ll!Tn~tp•~ eat 

l1tlther Sbaacblrl DOr r..,i1:rc: .l.a;acf'U anthorttlea otft.c:1all7 !..::!~ ~ 

ropl&Uona 1JI C(llUUOil; U:at recU&~lou UTar~len UJ>daret4~ :.c !an 

beeft hilled. a t li&Uow wUh tl>e ala a:! prnentlt~C tr&llel'ftl'tat141> a:! ~ 

for profit 4u.e t o ci.U!...._,. b Sh"&l-1 &ll4 l!aDlco• ·~ Tal=o; ~ 

regulatlolll are Ull4eret ood. !;.o 1>e ~~p~>Ue&blo \ o \r&otPftl'\atlon of ~ 

both u.P a.nd. do"" rh•er; that tr&~UPort&Uon or ac~ curreac;r ""' u 

•=••• of $}00 Oh1Moe ia pr~blt&4 nt th&t traoaport&tlon a:! le~~ 

of credit or d.rafh or tno.:aa1s.toa a:! fw>~a tlu'~ tile ai l la :>~~t 

(repeat llOt) i)Z'Ol>ibltd.; -= U:at, &ltho"Ch tho a ttor ..,. d -

t.port&ftcl aarller , C:.r.. U.. :-e,_""2lat!oaa were atmOilDCri. ~ a! ~ 

theft uiaUDC cUL!areec u e~ ratoa at •~• ""'" pobt, at """ ~ 

u .. tho -uer 1a a:! 1e .. ~lea::<:• becau• ~ ·~ ... ..., && 

Hankow &lld. Shanpl ar& at .-rl:J thO - loTil o Th& <JLf 1cial 1A cpowt:t­

lndicatod. th&t he h&:l 1\0t ( repeat !>ot) bad. accon t o the actal ..-.;:lat l=a. 

Sent t o JlaAlro• : ~m w llltpart,..,.t: PalplDC, Cbn=pi,.;. 

LO:I!W!! 

• 

• 
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~.!! . .1:-: 

=~~e 
:e.~;:.er: 

E.!! . .1r: 

:: 

: .. x . .:~ : 

:. . X. J :-: 

.. 

::.1! • .1:-: 

:: 
-= v ,. .. .. - ···· ~ ... 
C: 

: .x .. J~ : 

-. .. 

l!ello. 

Coagreaaan O::OOper. 

J ere, you'r@ ~~te a traveler. 

-.r.::,.-,. •- ~ hel l have you been all day? 

V~, YOU 1
VP heen ~raveling I OCe f OUTEelt. 

'!ea!l, tl ~t.lllg r !.g!lt here at r1.7 de alt vt th 
~ eoat c~! £Yeat1=t;. 

O!:l. , f@ah. I called dovn t here &:~c! they 
A.l~ you vere t1x1ng : o leave the country. 

Yeah. 

Ye&!:l.. ~ell . I v&:~ted to see lt I oould ! leeo 
a:> hoU!" le ter 1.n th@ ~r.orning - dldn ' t lr.nov • 
whether :rou vanted to ca~l me or not and 
~~t I had better check up and tlnd out 
betore I t:r!.ed 1 t . 

(La~s ) . Ged, vhat a reputation I've got . 

Sorn ~ :>other you but you lt:1ov thls i& • 
reciprocal gas@ and I d on 1 t V A!It rou to ever 
heal tate eal11n& o n ae vhen I can help you 
so it ao-tl.l:el! happen• t hat I han to !loan 
a lltUe help too :ro u ltnov . 

It 's granted. Vhat 11 it? 

Vall, 7cu :ay recall that i n Cc~obe:, 1939 
I took 1 t up v1 t h 7ou and you very d ndl:r 
t-ook ure or 1t t o r ••• and I'rt. call i ng fOU 
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H.lL Jr: 

C: 

H.l!.Jr: 

C: 

P.. l!.Jr: 
, . .. 
~.~.Jr : 

C: 

S.K.Jr: 

~ . .. 

E.Y..Jr: 

C: 

!!.l!.Jr: 

C: 

i!.K. Jr: 

- 2-

about llf:1 ;;cod ·rrund Rice .t. Ingraa 1 You n;d b1a appointed on October 25 -19j9- f;r-a-c. 
your pec1al Agenta D1vla1on there ~der • 
Chlet V1laon , you know. 

Oh, yeah. 

You reauber taking c:are or th.tl ~ t or llle. 

Yeah. 

And he vae t1rat aaalgned t o ~utr here l n 
Vaah1ne;ton 1n a tleld o!tlc:e, then later 
eaa1&!led t o Blrmlnghu on Janua:-:r :5, :94o, 
and he haa a aplend1~ record and : ut:de:-> ~.&!:0: 
he got notice a t ev daya ago tta~ l t'e golng 
t o be ter!Ucate.: a t the en~ or Dec:e:~e:- - I 
~ean the end ot January. 

Oh, t or heaven sake. 

So I can 't have that nov. 

We can't have that h£ppen until ve get the 
ta~ bill through anyway. 

Ot course, nov , 1t you vent llle t~ do the 
job tor you why I can't do 1 t vi th a 200-pound 
oan ar~und ay neck. 

(Laughs) . It 1t vee a vo:an i t ve~ be 
ao!!leth1ng dltterent . 

'ftlat v~uld be d1tterent, yee , bu t I ca:>'t 
carry the load you boya vent se t o carry 
nov v1 tt a 2()0-pound u n arou."ld ""' neck eo 
I ' ve got to have ao~e rel ief . 

Jere , I v1ll take 1t ott yo~ neck. 

Fine. All r!ght. 

Ccne1der it done. 

All right, a~d 11at en , Henry. 

Yeah. 

t Regraded Unclassified



C: 

E.!~.Jr: 

C: 

!!.M.Jr: 

F. . !(.Jr: 

C: 

!! . X.Jr: 

C: 

:l .)(. Jr: 

C: 

- 3 -

BaYe thea t end t o it r ight avar beeaur ~ ~·5 
here t or a rev day e l eaYe and he 'll he o e 
t o go back Friday or next wuk., I thlnk. 

It 1t'a done betore noon tomorrow, 1a ~~ 
qul.elt enough? 

That' ll be fine . 

All r ight . 

Let ee ~ear trom J OU. old rellov. 

I will. 

Al l r ight, Eenrr. Thank rou eo Cl'~c:h. 

You ' re weleo!lle. 

I appreeiate your k.indneae. 

Good-'bye. 

Good-bye. 

• 

ZSG 
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!Oa 

. . 
I 

; -~:~~· .~ p ., A -~- ~·•* • 
: "' ~:.. ~r-:- t ~. , ·;; .. -::-;:'" ~~: : 
~-,.; 'J1ll co~-:1-a !: • ·:.·:: f'-:­
:.o ;..._-e ::r . (='- :- • ·; ---:.-:- .ot ~­
n: \. lL.!.!(-(' :~ '=-• :"~,- : ~ : . 
Jilt:c"" rk!c' ...!.. • • •:=.s.._ : .. :...­
"tut s~·s •e :a"":.~, :~-....r :: "'? ': 
·.:.se: ".ll ctn-:.c• c·!t .. 'f ~ s.:·..! 
-~ r2'' .. 11 ~11::1~1~ .s.. ~ :. 
:Qnic. :t WB I :.E_;. !'3': .:"a";..C ·=-=: 
one of ten -4dt t•C'~ ·•• :~ :~~ 
~f :'U:."1dt to carr; ~ ... ..r. e.:! . 

,,_, .. ~ 

• 
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Ja!'\ua r y 7, 1911.1 

Ku!OP.A.'HlUl( FCR l!ZRB:::R':' GASTON 

Pl~aee see that th!a l s taker. car e o! by oc ~~ 

~~o~rrov ar.~ 1~: ~e kno~ so that I can eal1 u~ Jere 

Cooper ~r selt -

r.!ar.Jt you. 
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Ylt.le •"-' 1e us a. 

~--- et "· 

cere. ,. ··-••.-J~-~ oc-111'~' lldl) 

(!:ote : A r1bbo~ copy o~ t~~s 1~::~~ ~as 
sen~ to each o! :~e :~ ~e:.:le:en 
to ~ho3 1~ 1s addresse~ . } 

=~~7 alao ~1ven t o ~. ~o~n.-. 

• 
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Pllill one: take all 1 ~-• ..... IU. atepe neeeu 
t.o 4::SU"' tllo provh!on Of an c.d4quat:"' 
SU?;ll7 of rc:w ::oterlale eaunt.t&l. to tbe 
!'l"oduction of finished pro~ctl neodo<! 
for ~ofense. 

Forr:ulLte _i>:~:;.ns tor the aob1ll:aUon tor 
da!UlSe 01 tJie production tad.li t.iea or 
Ule ll:rt.ion, <.n<: to tcke all lowful ocU 
necesGary to car-ry out tuch ;;lana . on 

l:ete~ine tile a l equacy of elda~,.-oduc­
t.ion J£cilitie9 a~ to auure their mu:i­
~ ~e; and, when neceseaey, to ot.b:ul.,t.e. 
a.nc;. pan the c:ro&t.ion ot 6Uch &Gclit.ional 
t &eilitiea ond oource• or production and 
eupply as ri.<t,Y be ttsaential to incr-oase &nd 
~xpeQit.c defense production. 

:nw:;i~i:~de~ s~~ :'":;~r~: !~ ~t 
l ive ries of r.atcrial. aa f'l"''Y1d.ed: in .:>ection 
~(a) of tile tel enUUed 'An Act to llllpodl.te 
.• at1on;.l kf£mse ano tor other Purpoaea• 
t.p~roved .Arne 2a, 1940. Delh.rlea of;,._ 
terial •!1<11 UlcAt priority .. rrorido<! in 
sUC: ;\.Ct, in aeeon!mce with audl det.eral.na­
U ilr.s and the on:er~ iuauad in purauance 
t.":creor rr; the Office ot ProC:uetJ.on l.:&r~­
:-ent.. 

Per!ortt the f\lnct.ions &nd exercht t.he au.­
t.horit.l.os vcotecl in the. President by SecUon 
9 of the ,:,elective 'i.'r31ning and ~rvice J..et 
or 1940 . 

Serve ~s the liaison and eho.nnol or communi­
cation between th e Advisory Co:r.ll'.1eo1on t.o 
the Council of t•otional Doten•• and tile Da­
part.runts ot 1:ar and Navy wit~ respect to 
thO: Wt.ie~ b;:osed upon the Cor;lll111ion by the 
folla.:dng na&ed acts, and with respect. to all 
ot.hU' r.u.ters f*Tt&inl-tC to defense p.ardla.&l.ng 
a...C ;roduction: Public !los. 667' 781, aoo om 
801 a.'ld !'ul>l>c Reoolution !lo. 95, 76t h Con­
fross. 

Perro~ s.u:n ot.her tunet.ions aa t.he Pre•ldetlt 
uy !ro::: t1oo to tile assi'n or dalepto to U. 

3. The Director Ger.eral, in association wit.h the 
Assoc:ia. ... 1.!1reet.or General, ond serving \l.nder the dlrecUon and 
W;MtMiC1on ot t.he Pr.:sident. , shall (!iachargt and per!OI'II the 
ad:ninietro.t.i.ve n~orwibllities and 4:!ut1tta required t.o carry out 
t.'te tunctJ. •. m:. 11pecif1eti in j>Ucer~ph 2, subject. t.o tn<! in con­
forr:Uty rl\h t.he ;-ol!.eios anc! r ecuJ.aUona (not. inooneietent.·wit.h 
such r aeul•tious r.s ~ be issuecl by the Preoidont) proooribed 
b;,t t.h..: Ot'f1.co QJ' ;ro~uctJ.on u.a.nagement . 

4. """ro <ho.ll be d tlll.n tho Ortice of Production 
i..na,:-nt th• rollo»"int ond su til otllar operatinc dl. daions u 
t.'lo Pro:1e,.,t ncy rroc. tia.e to tu.e datemin•• 

"· A !l1Yision of Pro.lw:~ion 
b . A ;Ji-.u:wn or Purchasu 
c . A Di-n don of Priarit.1ea 

:;acb dl:rision or the Oftice ot Pro<!ueUon ~-t 
&.'toll b.. i n c:u.rc-o o! a wector •P:><>intod b1 tllo Oftice or Pro­
C:uc t1on ~"\.l.i«:.e.nt.. with UWJ AtY,.lrOYa.l ot the PNsidcnt.. 
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S. There shall ~ Within t.lw Cttice ot Produet-1on 
C&n&&CD~nt. a Priorities Bc.a..""C! co::,c.aed ot s1x ~n:. A cbair­
can and ~hree other """""1"5 s!>all 1:e appo!m.ed or c!tsip~ 117 
the PNeic!en~; the CiNe~r Goner~ and .Usoc!.a~ D1reet.or Generol 
shall be oeabers, ex otf1e1~. ?he Priorities Board shall serft as 
an advisory bo<lr and, h-o;, ti:le to Uno as NV be reqllired b)' t.r.e 
O!Cice o ! Pl"odu.cUon l!.ona£"Qem., s~.all CAke ti."ldlnp and aul:Gi~ 
reco::nend&tions with 1'\..spect. to t he eat.abl.iatcent. or priorities, 
tho pl4Cin8 of l':':.&lldatol")" ordt.rs, the ~si~nt of pre terence 
r4tina~ , tho alloc~tion of Celiveries , ~nd ot~er related o&t.tera. 
In 1nnkina it.a Cind!n6S a."'d rec.,=r-:IE'nd4t.1on.s, tho Priorities Board 
shall tel:o int.o account t;f':"leral social and econo.d.c con.sidera.­
~ions and the offoct t.':o propcsed octiona ""uld havo upon the 
c1v111nn pcpulation. 

G. \ll.t.hin the lil:it.3 or such l"II.'>Cia ., J:\0;' be alloca~ed to 
it. tr; thD Prosidt!n~ on the ::-ecot:eencl:ttion ot t.ho 9\l...ooeau of the 
BudGet, t.he Office of P'NlCI:ction !.:L~m. =-:; cploy necessary 
persoMel and :al.o p;:-o\""isi"O!l f o:- t he n@<:esaary supi)lles, faci­
lit.iea, and services . Jcrq:ver, t.'le O!!"ice o! ~uct.ton l!a.naie­
::ent. shall use i.n3tlta: as p..- act.!.e3ble s1.:ch st.at.1st.1cal, 1ntor:::a­
t.1or.al, fiscal, pe:r50:'l."lel, 4-:X! ot~:- ce:o.er&l !:Nsine.ss eerrlce3 ar~ 
raeU1Ues as -.y be cac!e avatl.able t.!u-cU&h t!lo Of'riee for 
t:Mr-cency l.:&nagt'!2»nt. o r ot!oer age:w:tes o r t.l'-.e Oovcrn:xnt. 

7. EXeeutiw: Order ::e. ES72 o~ Octcber n , 1940, u 
aoended by ~ccutivc Ordel"' ::c. 8GU of Dcee.:.:bcr 15, 1940, 1.8 
revoked. 

THE :or.\l!E HOUS:: , 

January 7, 1941. 
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(b) 7~ seTa as <- c!innoc. ~ t3 E:aocrt!w 12!­
tice o r U:e P:oe.u!e-at, 'ldt;h snr:C. s:b::.!~ u ~ =­
~. U:roc:o;!> ..C::.e.l-~ •• <::IC:' ~ ........ 
~ney' :-.q QOrdi.:;.& k a:X. =t:;e r'T'"-- IC:., !.= w :>;t: :1.&_-:,e 

C&H.S, d:!.rttt 1.J:e ~ ...i 'Ti 'd.H ~ ,~. ~ :.-: _;lrl­
'f'C t.e, b rt:a;.!eoa ~t.c: .. 

(c) b SU"i'e as c. ch:e'" :.! ~ ... ~ !le­
-.n r.>e:!l...,.....xies :X :be~~~-- cx:r­
~ne:"' ac~T!::iu, -:.o ~:.:... ~-:. ~...:.:­
achi.sK ot ~ ~=--~• ~ ~--c:::e!.c ~ &.:&....~ 
i.nfor.:-.&':J..o,., ~n;; t4lit!:c:l. ~ ~-:. .l:!l:r~ 
be. ~, ex! ':..o - $ .... cr!. !.:l 62: ]:"'-;a...~ =~ :"':C-»­

Ql..::d.;.U.a::.s fo.: :::r.r ""i'C"MSZ ~ lc~::;.:..:c.. 

(II!) :'o r:-ortd:: £::C! =;!• J -- t •m• *"!: ~ .A:; s-....!:. 
G:""JCr~ "11t.."'l ttb£:- C!.v'-S:io::.s :.: ~ ii::I;zi.......-u'ft. ~cc 
o! the Pre.:i.c!;nt ~= ~~ a!l!t.. : ~-Ca!':!..t:~. ;r.J!:l!.: cr 
,r1..at.o, fo: th:~ ~se of ~~ ~ ~ 
ut.111:aUen 4:lC cnordi.r.:ltl.:!n o..! t.U:!: .s.....~.rt:::s ~ !'8-
eillt.l.O$. 

( ~) 1, a6-' ....._ !!:::! ..,s:..s-.: t.:.. ,...:z&oc:., -:;= or 
bcl'orc- ~--C:~.!!.:.= c= ~ r-= c::x-.. ~7 ~~ T-~ 
to ... t" ~,;.$ t:..t.::. =::;:j" !x. ~"'-_: :...: ~~ • 
rutcrat.io.:l ~ ::.:l.~ a-..:-'-'5- -~..-: !'""'!..1~ LX -:.o 
3.:Xl.!e..-au. ~ c:-:r..s~ ... s - : :..:e. e.a:="'~-

(i) ro pc:r:=-=. .s-...:_ :::.......: !::'-..:!...s J..:IC; ~..:!.x::S 

wi~ ru,._=~ t.;" r..:.,-~ ex: "'-=-~ .s.: "'b:: ~ 
:;.::;:; trcz:. t.i.:JE. ~ ~ c:._ ----~ .. 

2 .. ~ ~t ~ .sc:'t!rl':!.~ =~ ~ !"::.:.~ 
nzt.:'Ad a.~:-..c!.c_s ., a..-£ =!:. c~- s_~~ u ~ ?:-Ls'!­
c!c.nt. aa;; !'rei:~ tc ~ &rwa·..l, ~ ~ ~ 
dir.&t<:<! 1:> =! Clto-.:? - =cc ~= -=-~ 
t::l.n&~ a:xk: ~ di,rt..ctia: a=£ ~__., ....s!.:l::;. :.! 

tho Pruiclc:l\: 

<~> 

(!>) 

(e) 

"!b; ~ ot r-;rdera' Cc.!c.J:JK. 
1M ~ ~ "" "..:.< 
~ '0! s..._~ t);.!c::u :L:r! 
;J.l S"lbc!'Cii.ti:. w boo.:iu &:1:. a,ro:;..1.a 
o! ~ ~ &Di r,.._.,.SS"!.:c-

Ot.!c.X eo:==rl ca t:.c:::r ~ 

Q!!!oc c! P:-oCx-'-=c ~ 
(;.: X- C"'t-& .....C ~c!b:wlT ~ :ot-

• .. !''tc·). 
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s.. ~"" ~ bo .:aGe!=. !;be ~!ioo !or 
~.::::.r.ct'I-O:X~) 'Lir::.&....~-t. !~r 11Vr· ~c1.!!_':.!.c.a L1t tor u.e 
~c:cxe c! :o::..!.::l! o.f.!':t.O!' 31U"d~ ~ 1:t t..."­
.:J:;.X.'l.t: \. ~ 'tl: ~"" a:x: ~c. t!- ;,: \!; t &t.--&: 1e. co­
::r ..... -........... ~~ c r ~9"!h1 •ne:;.t..: tt. -:!tlee fbr ~ 
~~cce:r_. 

: ~ ..=.. -:- "E ;:::;-::. :; r ::J .:J;J. --!" ' • " 

~z:t'~ r a:.~ - ·:::::5::. :::r ~=~ rt~ m 
~:'1.:! . ..; -=t!: ::s :-_..._=::;a :z:r=-.!! -::.=;a:;.ss:s 

~" ~:-L: ~ -:.~ :OV.X.:l ~! :·n so, , :»ftOi t" herito-
• .:• ~.:-::~L"C. .:n ..r.t:"~ Z7, lS<.~, •$

4 .a..."'U::dr.( 1.."1• Office lbr 
'"..:lt ... :.:zr::Lr•t!o.n c.~ L&i::.d ~~· .?'ll:-:tl&JC.S cad..Appojnting 
:. ~:..rCi.:;st.o.:' e.! t~o:;J. ::-et'l.!:;!"t ?.:r~u. 11 ~n.br reTOked • 
...:.:.. :-c..=r~ ;)! :.!lL ~uc. ~ --"'' be DaiSe ~ftilable t.o the 
!:...--=~.,. .. ~!!1e- c! ~.; ~~~:., ~ ~ ~ u.,1. ar.y un­
.!..!-:'!::1..'" :r..d '"'la.U :"%.:"be t.:;;cc:::. ; T.: aX: UJ"rit!S on in thn 
;..!'!.;..cc. .. ::tJ: .:...-:.--.: :~;;·- ~ -!: c.:"!. :c:. &il;:nrrec:: by th e 
?:~ ... 

~ s· •-.c:2, 
y .- ...... ':oC'7 o! ..u-

~~. 
~~ ::t the Z:c1')" 

299 

Regraded Unclassified



- 6 -

Ollll!!:R 0? TKS COwiCit OP l'A7IO::AL ~F!!IISE 
REVCKiliG ;.:; Ol1Dl.!l :STA:.J.IliHIIlO 

I< PiliO?.I7IrS BOARD 

The Order of the Council of tiationo.l l)ofensc hereto­
fore op;>rovcd on Oct.ob<>" 18, 1940, eotobl1ol\1ng a Priorities 
3oo~ la hereby rovol.ed. All recordu of t he aaid Boord 
shAll be ,_de available to the E:<ocutivo OfC1ce of tho 
President, t.o t he ei'Kl that any unfinished buoin<~so r.~ay be 
t.lll.t-r1 ovor and carri ed on 1n tJ'-4t Office . Thie order shall 
We effect 'then ap;>roved by tho Preoident. 

J..:>,rovcd: 

FRJSl:t.!tl D. nocseVEIS 

'!'!U: "':1U":'i; :llt"SS 

J&Zlll&r.' 7 ' 1~ 

Henry L . Sti.Non, 
Secretary of :lar . 

Pronl; t:nox, 
Secretary ot t.he r:avy. 

Harold L. Ickes, 
Sccl"iJt.ar; of the Interior. 

C1at:do ll. :'ll.cl:ard, 
Seer tory or Agriculture. 

Jc:!s:~c B. Jones, 
Secretary ot Co~~rce . 

frances Pcrklna , 
Stcret.fl.ry of Labor. 
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I ipob to heRe Dllff1tl4 1114 apo~to 
hla. I• Uh't n• to lalow what I -• a'llnt. 
B• eala he ba4 aot uut troa 70•· I nu-•t t 
Dafflela ... OYIP to HI 70'G \hit •l"'llq• 

I alto wut to mow 'llbetber 7ft ban or ban 
not Mill lll touh with Stan lub. I! J011 hPe't, 
I tblllk 70'G lhoul4 pt lll toueh wltb hSa tbla •rah&· 
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Kn~Ubnt 

Receives Broad Powers 

In Tentati,·e Executive 

Order in Defense Set-Up 

tme • .n, 1940 

·New Defense Set-l:p ,___,,.__--- , 
--~--...._ ................ 
--*-"'- ~ ..... ...,._ 

• 'be ........... ........ _~ 

- ... ...._..'<ny ,_, ... 
a ...... _. 1 ratltler a.. U... J11U , ....... .,. ........... · -~ 
.. ,.. ~ .. ..,. . . . .... , ...... :.H: 

···-*'-~ f't Kr • ............... .. ._ ... "-- t 
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l-., '· lM1 
.1, · . ........ 

n.... pt 1a toull •1 th l4&ar Jionoel' of the 
ruoace Dalq ..... ..a tell h1a tut I .. n 17 aoi'I"J 
to Wora h1a that ho .. t aot Wl'lto a t to17 thet w 
..... th'""';L of fnoabc all foH1p taaaa. I oauot 
llo p11t 1a podUoa of ti'JlA£ to foro• the 
J>Na14ut• 1 hul. PloaM toll ~ thet 1f 1!. Wl'ltoa 
IUih a ato,., aot c.l7 will I llo 'fii"J -h Uaplouo4 
'blat b. wUl '- tathc tho 1'11pona1b111b of ••t Ubi, 
llo1q lJllt.-llt&l 1Jl poatpODUig uq &OtlOil alaag theM 
u. .... 
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l-., '· 1l&l 
.J... a. ........ 

- ...._,_. 8Mretaq IIDrpatua 

I wlM 1ft wall tw a look at a lWf aoaa 
of tlle 1ea41q ... .toeD 4vlac De•••·· ua tUa -
what happaa io thi.Jo tb!-'' att .. loel11' atat-t. 
Pleue na a obart • rrie .. of thue ballk etoob, 11114 
u 1000 •• 1ft un 1t Hlq llriq it to 1117 attatlca. 
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~ I ca.ll~ Dr. Ouliclc and .., a.tr:I.Hd h1.ll. P.e 
su•geated t!:at i t. Jl1&bt be poasible tor his .,.., ll>at!t:rt.e to .Ue 
up ..,._.Wq,. ~~e..~ """-"~ l>!tweeo Treawry u l.a.t•iu an:! the 
UDunt the Imrtit.:t.e -.s ~~ to pay these ..,.. I u,.., told 
!lU t!:at t•.ae ~ be ~ble. l!e then l'lgHtA-:1 that the Cartlegie 
Corpora~<m :oir.;t. ~ wlU1r;g to • Ice a contrlbut!on to tile Inrtl.tute 
o: Public '""'r•~tioo to pnt t.he"D in a .,,... ool-rent position. I 
adr..sed h1a t!:a';. - 211 no L.,terut in an:r la.J>a o:- .,,,,•..rlbc.ticms tbe 
:::&1"-Mi\t .::0..-pc:w:!oe. s!~t ..Ue to tbP Institlrte o! ?cl>:i: .f.d:s1rliotra­
t!o:~ 17.lt U..t - !:a:i :x>t ~ -1~ to undertake ~':1.8 ....,taN --
1ft& t!"at "1!1 - b<!L.....,t ..ar.s the Carnep1.e ;:orpc,-.~.., !IV sde a 
ec:>t.rl bo tioc t.o t.bo :z,eti.., te o~ I'll bl1 c l.d::lo!.a11ttn ti~ :~ this 
pa.'"tl.<:lllar ...,.,?Oft. ~ ....,. eo.....,rsetion c"""l'Oded ~ felt that. 
altbcr.l..-h t.llis ~ ~ ~ .,,... di.!tieulty 1n .,Ndq t.be pro­
;:oeals out it -.s bet-..e:- to e."'lCount.u thl.e :1:1!!1:-llty ,.,. Ulan to 
run into aq ~ and di starb&!"lCU U!at z:l.f!lt resclt on 
the S1ll ~ H ~ Jr:nmn: that another to=iation ..._. !:!elping 

to ~or U:!.s -..-1:. 
Or. J!>llek is to work out t.he cl!. c:~.,.. ..l ~ i e • an:! wrl te to 

ae at orx:e. 

1 ~ eall.~ Xr. Pre<! Osborne ~reseoti!:;; tlle Ca....,.,gie 
Corporatioc a::d ad-o'! sed ti.a that ,... ... ,... reluc~t ~ ba..-e anot!Jer 
!o.md&Uo::~ c~te to the ex;>enae or this pro~t an:! be agreed 

Vo.at i t J111bt pr:'ft aost. ,.,. .... 
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117--IIOUOP 
ADD DOVDINC, 

30? 

.... )IJ 

SIR HUCK SAID THAT THE COASTAL COM"AND HAD FOU ND TK£ LOCKHEED HUDSON 

so"o£Rs • ouTSTANDINc.• THESE PLANES, K£ SAID, ARE oriNC rLovw TO 

ENCLAND, VMER£ THEY HAVE ADDITI ONAL CUM TURRETS INSTALLED. 

TK£ CL£NN HARTIN BO"BERS, HE SAID, ARE • JUST CO" INC ~~~0 REAL 

SERV ICE. • PHOTOC:RAPMS OF TK£ BRITISII RAID ON THE ITALIAN SEA BAS£ OF 

TARANTO V£RE TAKEN FROM TilES£ PLANES, HE SAID, ALTHOUGH THEY DID MOT 

TAKE PART IN TKE ACTUAL ATTACK. 

VITM STANDARDIZATION IN SUCH HATTERS AS RADIOS, THROTTLES AND OTHER 

DETAILS, THE CURTISS FICKTERS ARE BEI NC • SUCCESSFULLY USED• VHILE THE 

DOUCLAS DV-7 BOMBERS ARE • vERY USEFUL• AND HAVE TAUCHT ~£ BRITISH THE 

ADVANTAGES OF TRICYCLE UNDERCARRIAC[S. 

SIR HUCK REVEALED THAT THE EACL£ SQUADRO!I , HADE UP OF AMERICAN 

VOLUNTEERS, HAS COMPLETED ITS INITIAL TRAINIIIC VITH HURRICANE PLANES, 

AND •HAY NOV BE IN ACTION• IN THE EAST PART OF ENCLAND. 

•V£ VELCOHE THE AMERICAN PILOTS,• SIR HUCK SAID, • NOT BrCAUS£ OF 

ANY ACTUAL NEED FOR THEM, eUT BECAUSE THEY ARE VOLUNTEERS VHO VISHED 

TO SKARE VITK THE BRJTJSH EMPIRE THE P£RIOLS AND THE CLORY OF THIS 

AN INVASION OF.EN'LAND, SJR HUCK SAID, IS •AN IHPOSSJBILITY• AS 

LONC AS BRITAIN RETAINS CONTROL OF THE AIR OVER ENCLAND, AliD Ll"ITS 

r.tRKAN AVIATION OPERATIONS TO • HAPHAZARD NICHT ~BJNC.• 
t/1--IIO~P 

Regraded Unclassified



' 

TREASURY DEPARTMENT 

...... ~~7.1" 

.Upbalol uplohed hio l ot ... l.a - olot&U. l!.o h.opo4 U -.14 lie ;oooc1U o \o 

oM!> h-O& U.. X.Z.Ual(ILO plol otock ec\al.a ..U -=h. tho tin\ -Ut7 to 'oe 
no,ooo,ooo, to -• pen 1a u.. n..ua Stoteo . or proton~ to Purto ltl.co. jpl.aot 
thio cold u bopoc1 thot tho ,._.....,. .....U - a'falla'blo t o tho had> Ilona • 
rroo 4ollaro 'lllllell cCNl4 'oe 1lOOd t o tl.aueo uporh to x.rtl.alcru fir 'ria 11an1a1.,.. 
o llorill..., 4t'rlca. I told "P"""" U..t the froe1V7 .....U aot ~t plAI tor ..r-

or tor parab&ao 4el.h.ro4 1a Pu.r\o !1co or 1a ~ .&&erlcac -.art ou.r t.bu 
i ov York or lea h1pcleco. lie arped that U obovl4 bo l>Oool'blo i'o.r us to lot tbo 
,014 h olopool\01! l.a Pu.r\O ltl.co, then ou4 -OOilO t horo to nri1'7 tho ~i'J', 
u4 .n-. a C2'o4U to 1'raDco apl.aat thio pl4. I t old b.l.a 4a!l.alt~ tl:at wo 11M 
liD !acWUoo l.a Pu.vto lllco tor aaoql.ac &:14 teldll& earo of 0'2dl pl4 aa4 tllet it 
-u bo uc:oo..,. l.a azrr elrcaaatueoo to haft ndl cold. 4ellnro4 to oczr ~- Cltfleo 
b J ov Yorlt llotoro it ei0Ul4 o1 \her be ao14 to tho ~.....v7 or ~eo! to tU ...-rito4 
col4 aec:oaat td t h o .J'rcle!1 aonr-.n ar llult of huco with U:a r.!.orel. ;u.,...... llaJil< 
ot I ow York. .UploaK l.a4.1cato4 DO prot......:o &o t o oalli..JIC tho coJ.4 am t- h&Ylac 
tho proeeoolo placool l.a • :tree aceoaat • fir 1a e44l.ac t ho col4 t o tl:e ...-rlco4 otoclt 
ot th.o 3aak ot rr- l.a :r- Torl< aa4 o~•hlnC :troa u a Uber&UO& ot a CO!"J''opa4-

!a& _, td 4.ollaro :troa tho loloclco4 ..,.,..""' of :rn:aco. 

JJ.phaDd atroooo4 t ho aoo4 !fir patrol...,. prod'clet o 1a ..,rU.ora .irrlea. l!.o 0&14 
1t ao parUC!IIl.arlJ' t.portaat that thooo ho a'l'&llalolo tor tho l::arft~ el>d throoh­
!a& of tbo cra.1a cropo td tho\ ar•, U.CO he &a14 thio • •• all 4- •• b r'eall7 
w tUJ. 1o 1Aclt1Joc lie pl~ tho 41otroos 0114 ot&rTatlon \tat ~t ru:>lt :trw 
lna'bllltT t o h&r'Aot the '1'1\al.lJ' 1Jiportoat ci'J"'el. cropo of ~ Jorthoro J!rlco. 

In oar COl>ftl'oatiol> .UpllaDd. roUoroto4 hlo 4oolro tlat wo couoct ~ ~hor 
allota ... t ot t'lm4JI tor 7raeh ::eat IB41oo • 1t boi -c •rtrT ~t ':-..!t 1 .t.iell 
allotzOl>t bo cl...., darla« thio bu7 ~ -"· llo riiCJ'oUo4 tha o ~ trUI 
ho 1014 Jorolp :rm.ta C.trol hod t.aa wlth ..,opoct t o aa o:;?lleaU = !~ ?~orel. .-

t -~-•- 1 • _..._ ~ 4ollar eccouh ., thio arloot to 
0 ..-~ pr ..... ·-- rr-ch CIOJICftU u-lftO! 

•uno llealr: .pl.Dat tho ~-' o:r hwDCo t o tbl • 

• 
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llbrt=. lo.l• aJr t!::a.t. :!:a vu t o rtc:e1n • lpb=' a: 2:0 ~~ Xi wa.U 
:.i.., 'ftr7 :do to baTe.., a;u-toUo>l <d ~ 09!:1.= ~- tJJa1 ~. &:IIi 1t 
: oodble , lJo tl- f.r kiJo t <> disenso the ~ot!.= -.l1 ~~ b_ liell.e.s l>e!OH 
~Ti.q Alpha'. a- 1 aab4 .olthntOil 1t u.. ~-~ !'~ --~ 
a.u <d the plL preu- U.ea,; tha Unn eat forth lF »zbm• 'he !'.,..UOI! U:at the 
S:a:e 11~ ~ 'rla- f~m~r~tb~ a YCT lll&dt. ~ ~. bet o& llo.rt~ 
~ Mrlca, Be n.ate! ~ore that the state r..,~ i!.oea not obJect to tU 

or coU rr- u.. ~ •toc!t f or th1o ~ ..... ~ ~ - ?r8&ce -
!owz.rd the ~- et loa' other credit a Oll th.l.o ~- lie th~ i t ._. 1o o= 
U:tuott to - the pl4 a;>CIIie4 lA t he 111L1U4 stat•• ,a. the~· 1181!.• th,...._ 
~~oa r a ther thaJo th& tn.~.• Unorted t o Latio a.n.c.. lir f~o that 1t - ~ 
:at h c.ot ll8l!.o to pendt the :!'re!lch to uUllu thai: ¢..! ~ o;>erat~ 02 
thit ::ukft l t wUJ. ~ oom4 it t o ..... otUr -~ u! - .ul 10M the 
:T'OI!e .tolc!l. 1t ~ n-ee. I to14 .olthane Uat t ~ :!aft •• tan t.!::1o -••a 
:o vith u. Sec:re~ kt Ulai I ......U t1'7 t o 4o eo • - "" '""""~ .X. let ~ 
::ear r~ ae Wore ..;... .A1"ttlr tlda ~sat.lc. : s.e!.t. ? • •l!'h,...., ~t t .b ~ 
!io~q. I ~ let lda - Uat 1 ha4 lpolta w!ll. ~ .C:. ~ pooe!. t.b 
~bl• ..m ao Ald • ~ a-, a:oi t.hat I ha4 ~ t::> ...., 1t • ~ c:la.it 
:.!:• tecbical cpaotic: t o Secret.&r7 ](Qrp:tl:au •-=- ,.........~ 

.. Regraded Unclassified
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.amu DISASS'f • 
..... ,-.a. c . 

PIUSOOU end Secret. 

• 

Dear Ill'. See re tar7, 

I encloae nereiD t or rour 
personal. &l'd secret tDrorw.at1oD a cop:t 

ot tne l at.ea t. repor t Teceind t~ 

LoDdon on tbe ai11t.ar:t a1~~t.ion . 

3elien •• 

1'ne BoDo~ble 

Hetll":t a;orge~thaU· ::r. , 

0n1ted St.e tea Trea&ur:t• 

waah1JigtoD • »· c • 

Dear Ill'· Secretar:t, 

very a ill cere ll' yeura , 
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Co -•ulde.r- u.- 1 or 

wi t.b tho n o.ot '" 1 c!l :.... -v rdO<l 
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nl1 " o - r4 11 o 

UJ'ltl ~ . .. r t.! oaa 

&AOilJ l ror rt Lt t Ol<o4 uo .., ..... 1 o<>- aiCIII.A but 

3 11. 

DO 0 ...,~. or c aw: l tloe • r;c .,..., lo.O ILH t'ro~ a 

to-. c 0- 1 t.loa 1D 0 .o 'UIIbo- t. u• to ~• r rd u • 

•• ~~f' S!51 SIB •-li "l" I 

One Ilr H1o!l n - 801 (.> 

b • ... be:. r 1nc un ; .n.u t''f .; t h J 

·~· 
"erde UL:lllo. 

c.=~ 

OOilYO)' e :a ... t. t C-~ by one-<)' !.oren ,.. ~ 1.11. :'\147. 

llo J "'0 !> ~ b e: Til ;lrt.ed . 

' · =~z::a~: lE f2£S:I · .d...L..• 

au J ;>Jl\l!1J'1 4tL l oA!A !J:ld :..: t. lo a:. J 

j i ·~ -.1 w rorcn r t. !>4ir.l ot.'. • • ~ •:. ·r una a 

· ~re I :r.,et "... t e """' 1 ... I" .a;\.11" -.. Otl - ..Q Q 

\.ent a . t. r ~Jc.~o rw. i.S ... r c rr!ttl '-OU\. teet. 

, :-:11 ~i 'O~Mlk " . o!l .. ~.: !.~ en :::...~ .. • 
D.l ·lit . 

Oil one ~· Pirllr fl .oro o ' ~•J o l<'rl1 lu .he on<on 

a. ! :-err !""1. e aw.lt. 1eo Sn r· .. t•cna O 'Y"-.;!"' 0 1 

:'1'0 t.lle ::-1\1 "-- l»loD 1 

=-en:: l ! • .~t.a ~ e11t.r'-~ e4 t. T ,.-_r .. <.~ ..... !wra. 

-~Itt ells l 1 ror t t. .I ·•lAC• 

' · m . ... nuny. :O•t,ol . 
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-: "!!'rdnsr ne:rei-n tor ,.our perSQ.cal. 

a::¥! a~1;. :LX:::L:::oa::Uon eopie • o~ t.he la ";.e.s·l. 

])ea:- 11r. Se ere ~an. 

-very aU>eere 1.7 ;rou :s , 

-
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..... ~~ 4 ,000 ooo•• \0:18 a;o;poon-&el7o 

Ja ·~ 'Ll:>!l 2P ablpa or 44 ,000 • ..-. "'-
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•• • 
at ~~ 1-' ""-1 .- aea\ro;re" aac:orUfto, Yl.cll;f !"re­
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80\ la .... ....., ..... - \ bo &1 ,.1>\ or .-~ 
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T. 

droppeO 18 \ ona ot l>- lle oD \he por\ a n4 a h1n1n& a\ 

tr1pel1 . two or \brae QAJ"OhAD\ a h 1pe r aoa1Yad dlreo\ b1\a, 

All ou.r a1rorat\ re\u rned un4ua&ad• 

•• 
al>ou\ lTO aa.m~ a 1rcrat\ were oper•\1na .. 1n c a noen\r e\lon 

lle1D& d 1rao\ed a .:a1ne \ \ be Card1rr area. Ollr nl&b\ 

ri&b\era d--aad one · - "-l>or onr 0'..1 \ h coaa\ and 

pr o"al>l.T Oaa\roJed ano\her oYer Prance. 

11 . A1rorat\ caaual\1oa l n opara \1ona onr a nd 

r roa 8r1\1ah lale• • 

.I!!!!Y:• b7 ou r nJb\ara De!\£2ll4 Dua&ad 

., ..., 1 1 

Probable "' Di&b\ 
....L .L 

f'e\al • II II 

cardiff. ODe a b1p 1n Ooc!La waa 1\U. \'h raa aaeocaa\era 

"" b1\ a DO pa a~ppl1ea haYa \aaoporar117 tailed. 

z aw•1" d ... &e waa done \o pr1Ya\e a nd o~ro1al 

proper" pr1M1pall7 1n \be oen\ra ot \ha 01\7• 
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a. .Juuar7 bd e.ooo •• tanker .s... 
110 dl• ... , ot otw..-. Alreren ooa• -. 

••ta•k• l ~-.. tanar aftd .,..,. .te .. d bor. 

Jl.oc_la_co .J•-7 IreS ellowd 1 l l pper elue 

eraloor la dod: at Brad aad 111 tl-boa\e •• 

Bcw6te!IJlo Dar1Q& tbo alab• ot lua&r7 lrd aa4 

••ta etr~rart att acked ,...,.,. u - bo• ' •• reporta 

aot ,., •••llabla. 

two eblpo ot rreoob oon•oJ lntorcop..,. 

ott Moroa- •••• 11oft err bod •• GlbraUar ... 

•••r - won ez,.o~d ,., arrha ,.eterdeJ ettor-

eo... Attecb !! atllDp'Me Brl tta b ablp (1. 600 

'-l ._.. b7 dM l e ,...._. Be'IIO.J'7 ,.at orcle7. 

Cen•o7 o r elalpe baa errlftd l a -

wtore rr- ! terre Lo-. 
,,,., .. 
I.e ,.._ ooavel ooetor t H ellee cou\er­

etteea oa .. ,. ,._r repeloocl. l l ... bore aoUd.AI 

1. I!Pl +lr M"• 
.,., " , ••• , &« ...... 

IMN& .. _. roll•~ u -- u.u .. 

.., 10 .... ..., ' n " ....... ruelta. "" -

... ..., .......," at_.d deeeUnn• ~to. 11&'-

11111 ~ - alP' I BloeM&. tn. ftall•• c 

oarrlod oet etta•t" po'ro l.l qelu' ·~ -
c.-1 Regraded Unclassified



-···· .............. Pl __ 

.............. •"-Ira. 
llc"' •tl~ ........... 

.... q. - ~ - ~ ""­
&ulr npo.r&e lD4lul .. t lld.a •n s ""7 --­

hl. ODe atreran at.at.c. 

31.7 

0111 lll&Jate eL 1_,-, ... ..,..,.., -....,.... 
.,.tla bony ... d •41- • 1 n ...... ., a:U1ta'7 

&arp&e a t ;;az41a ... dlalaol ~"-•' - I • IPJ 

..... 111-taa ~ ... _, •Lidlar ... -"-· 

tl) lt. 

1..,-r ._. 1 -u- ..,..." •~>• 
Bl s - aa4 eurw.s &.p n..... 1.a t• ·- er .... '-· 
• . ..l'a&D All ,.,.. I 

..... ,_1 ... --- .... • ... --.s· .. ·-···· llr 
al.llcle alftratt _.. -• 11 ; w ... , o.r41t'f • 

• 

......... • • • bad - s. ......... ,,la_ 
ltcbt et l•- rrr ...., • ...., ~ 800 

..... alftr&ft ep•aw<l• - b n~ -. - .... 

llrlt&el -· 

•• 7 7 •••• 

IIU 

1 

--· lltF _IAI!r ...... ~ ....... - -
, .... U~oe<J .,u ..... .._ -n• a 11.,. .taltny 

ue/ Regraded Unclassified



• 318 
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~t. lloar &lUI ol.loollowa ot' L~ Cat~ 
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~-· ~· lJJodboot\7 tlllroqta lato~rt­
elt .-u.. artU tr Mntcoa. 

artaMl• 

npt ot' Ju~ IN/4~. At ­

o~6 at 6 al0 •·•• oad CMtta.d thrOilPoMt 
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•• !'boo o \ ber 2 P renoll Mrollan\ ft ooelo retarra4 

\o 1o roa\a l'llar ' • oporo \lonal \ a lep-a:s han arr1 Ye4 a\ 

01ll?al\ar • 

•• A llrl \loll c on\rello lld oon\rol YUM l -'bar<! .. 

llolUiar 1n an Uoh s-.1Ualld ru\arear 110rn1na ao4 

~llahad \lie Rwal c!a1101. llbe •• uuuc oaaatllllr a\\aol<e4 ' 

111 OQelll alroret\, 
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"-.. 1' - 8oo\ra,..S ..C OM at •r alraNt\ l a ahotq, 
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trw. IP1\leb Ieloa. - llah!en 

• 1 I 

Hi»• 
I ....... aleala&o 

7 9t!V1M 

QtdlU. atp\ et llat/IN J~. CemllUoa 

- ......... ,.. IIUl .. 9114 1M mrl~ •·- ... 

lY. 1r11,1. Dui• at1 reltl - llrhtel IIi&)!\ at 

..., .... Ool'ft&te Onk l owo 9 1111 - - - 1 ~~ 

• ... . CoMldorellle d._.• •- &o w-..c1al -. -

u.!Mr ,.,..o. 

11. 11p& ot •wau.. Au-.a II' o tow ....,.. tou 

ta llrlawl allll SOU\b 'll'aloo area, ..., ll91a a&\aek aa oa 

An a\ll wMft a --.r ot tlNo - ote.rW llol& all 

- oau._u.-... _. 10 p.a. D ae --.& ,., ~ .......... , ... -............. --· .. 
Man• aad ran-. p111 Q llol& ,..u. •UU" oontooo 

.. ,. ·-ralll -·,-~·--·1.· 

I 

Regraded Unclassified



! 

.. 

P a' [ ~~:=: ~~: .... ;;~·~·:-~ n a ... • tM .._ 
.... u ...... , ., '· lMl, 

a • tUM I 
I '• 

lNl. 

l , Clra ....... I. ' '· 11 .. .. ,_ 
D 0 .... a a .. tMftr ~ _.._._.,. ... 
• • -... etr tM- fd ._.. llr wewal- •-· t1rot 

- - • ·-· - - ldt ~.- fd \W llrrttiM 

• a r•• - _.. =~ tM -. ... ., llilrM.ac , s a, -

................. ., ..... ,an •• 

.a..-. loadaw •- -s._ -.. " • t ..-&a1 ,. a'"'--.................... _.~. .. --, .... , .. __ _.. 
,..._ .. llrrttllia, .. -.1 - ..uo ......... tM 

0 2 ...... UAIJft .... t.MJ. fte Cft7'11ea. ... .,, .. 

.. t adrftaUa_..._..._tM __ _, ....... 

law\ ...... ~ ............. --.... ·-~··· ... .,.__ .... -- .......................... ,.,, .. . ....,.. ____ _ 
1. C1ra ,,_-'PI I -' ...U. tM M~ ..... tM 

IWS.. .t.ar ..._- _. _. .-tw \tw ~, ~ ta&a 

-.-teA - - fill...,... _. lnppal ,._. .-e 

Regraded Unclassified



CONFIDPNTI A L 
323 

.... llttbll- ............. _ .. .......... _ ... -··!&·--..,....-. ..u little ........... ,... .. 
tM 'trt 

2 

1 ., .. ,. ... -.,.-.. ••-••u..,., •...,. 
• ... I an' iiiilfi•A 'r tM M•&a fbllt Ia twa ......... .................. ~.----
a .. _. ............................. .,. 'r, ... U _...,...,.._ 1)~-- ... - --.. -~~--.uu .. ., .... •· .. -~_ ... , ...... _,, 

•• Cia , ........ _ .. ....,~,.._. ·-··•-dlhllF 
eM • a ..... Jlloltltll- 2 

1 ..... _ .. ,..... Cia ... --

• s,au • Mtltll ......... • .u.- _, rt et ....... .,_.. 

...... -..., ..... "' ....... .a ..... 

IUWl'NI ... ....... ,., .. 
........ $ a ........ ., .. . 
....... •kl7 ., ... ...,.,..., 
-.n.: ....... 
•••• s • .. ... 

• Regraded Unclassified



U.I.D. , V.D. 
Jazm.ory 7. 1941. 
12:00 II. 

324 

':hi a aU1tary situation re,ort 1o htn\Od b;y the Hili taey 
Intelli;;ence Division, ~norel Staff, I n viov ot the occadonel 
inclua ion of , ol1t1cal into~tion rnd o! opinion it is claesified 
&G itatrictod..• 

I. Vaatcrn fbenter of l&r. 

1 . J4r f orce Operotione • 

.&.1r actirlt;y durin$ cla;yli,;ht ;yeatercla;y vaa uniaportant 
o....,- and arOWid the :Sritiah I&lea, Last night both :Sritiah and 
~r.oan bo:>l>ers vere grounded b;y a snov atom enC: canerall;y bad 
wea ther . 

II. OreM: Thea tre of llor. 

Local actions ro!'orted, !!'he R,A,J', acain bombed Valona. 

III . Mrls;pA and MedltorroneM Thqotro gf Wnr. 

:British advance ele;oenta are re!'Ortod ap;roaching the 
!l'obnU: area. Clearance of t he bnttle!ield at llardia is :progreaal.q. 
l'UltOl a.ctivit7 1s ra:ported on the An&].o....Jcyptian Sudan, and Ien;ya 

f r oDUerc. 

~ .... ~. is no·t aHacldn& 'lobruk. 
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