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1- U-<k •· • u ~~~ 

H.II.Jr: 

Operator : 

Henry L. 
Stlmeon: 

H.M. J r: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

R.K.Jr: 

S: 

H.M.Jr : 

S: 

H.M.Jr: 

Hello. 

Mr. Stimson. 

Hello, Henr y. 

J lnuar y 18, 1941 
ll:·lo a . m. 

You certai nly did a swell Job on the Hill. 

Well , never mind t hat Job. I 'm on another 
one now. 

What's t hat? 

1 1m here in R.F. C. with Mr. Jones and we're 
trying to unravel this eituation and get it 
going. Frank Knox, Forrestal, Lovett, Pal=er 
and I have come down here. 

You're in JoneE' otfioe. 

Yes, he's r i ght beside me here and I rind 
what I hadn ' t realized bef ore tha t t he 
British have been stoppe~ by your direction 
on t he word of the President from making 
any orders abou t a mont h. 

That's r ight. 

Well now ie there any way of releasing that? 

Well, how can I tell them to place new orders 
when they are tully committed af t er t hey ' ve 
eold every shar e of stook t hey own i n the 
United Sta tes and every physi cal property 
and a t ter they've done tha t they t hen wil l 
have about enough money to pay the Amer ican 
manut aoturere t or ordare already placed. 
Well , I simply can't break taith wi t h the 
American manufacturers. There isn't a week 
that paesee that Bill Knudsen doesn't say 
to me, Henr y, ie there enough money on hand. 

Well, how about there being released enough 
t or this six million order s that they' ve got 
i n? 

Six million or ders they 've got i n t or what? 

1. 
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S: 

H.!l.Jr: 

s: 

H . l~ .Jr: 

S: 

H. V..Jr: 

S: 

H . l~ .Jr : 

S: 

H. M. Jr: 

S: 

H.Y..Jr: 

S: 

- 2 -

'I ell, tn1nga we're trying to iron out. 

I don't know anything about it. 

Well , now tor instance t he Buick end the 
Studebaker contracts. 

Well, that 's standard American products and 
the Army and Navy should work it out so tha t 
they can place the order and leave any new 
money that comes in eo that these people can 
buy .....•• 

Possibly I can work t hat out. But here, are 
you going to let all other s stan~ until this 
bill paeeee? 

Unles~ I discover e~ce new money. Now 
Knudsen ~aye he won't place an order t or 
what he calla baetard specifications tor 
the English - not one. 

What do you mean by tha t? 

That unless it comes to the standards of 
t he American Army or Navy, he will not peas 
one single order. So if there is any money 
t ha t comes up t<hioh i s new money, it is my 
feeling that t hey should conserve that for 
t he etutf that you f el lows won't buy for 
t hem. 

That we shoul~ do what? 

It they can get any new money, t he English 
are going to need hundreds of m1llior.a of 
dollars tor non-sta.ndard U.S. sturt, and 
they're going to need a great deal or money 
tor that and unleee Knudsen •••• • 

Oh you mean the purpose or this atop order 
wee to stop the purchasing or non-standardi~ed 
stuff. 

l!o , ot standard. Standard. 

Well, now, we can work out t he two principal 
contracts tor engines probably but that doesn ' t 
help the rest of the stuff at all. 

2 
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H ••. . Jr : 

S: 

H. l1 .Jr: 

S: 

;; . :: .Jr : 

e . v . 

H .• Jr: 

E. !! . Jr: 

5 : 

J esse 
J on er: 

H. : ... J r : 

J : 

- 3 -

And I only •.•.• 

The only thlng le t hls block. 

':I ell, may I explnln something else? 

11111 'ou see us? I meen , I dld not under­
star.d - I do·1 ' t r emember tha t I ought to 
have unC::r~tood 1 t, I Cl:m ' t t~~nk I ~<as there 
~t the tiroe tha t the first announcement ~as 
made about t ho t - b•Jt thAt ' e neither here nor 
there. 

October 29th w~ t t he da te. 

·.I ell, I d?n' t know ~hether I was •• ••.• 

.:en, Harry , !et me ge t tl-at ~ t r.1ng stral~;ht. 
My understa~ding with t he Brltl~h ls this: 
t~ere ar~ no hare end fixed r~les and th~t 
each contract t hat they want to olace will 
be oaseed on i nalv i dually. Now that' e my 
unicrstandi~b with them. And I told them 
that 1f t hey '"oul<l brin~ ln any pal'ticula r 
or de r ln the forenoon, we would gi ve them a 
yes o r no by 5 : 00 o 'clock o f the ~emP. dsy. 

And what would be your criterion of oass in$ lt -
whe t he r lt wes stuff t hat could be used by 
the American Arm.y7 

!<y cri terlon i s as to the emer £ency - t hat ' s 
the thing, but ve 've go t to ge t 3111 Knudsen 
in on thls oictur e as well . I mean, t here ' s 
no use sitting down with ~e unless Knuesen 
is ? resent. 

( Ta:i.ks aside. l!r. J ones wou~<! you like to 
£oeak ~11th hilt a 11lnute? He' e 5 1 v!n;; me hls 
reasor.s ar.<J I don 1 t kn?w hov; t hey would aff ect 
you - f o r t he gener~l propos1t1~n) 

Hello , P.enr y. 

Hello . Who 1~ this? 

Tr.1 s i s Jone e. 

3 
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H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.~t.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

- 4 -

Hello, J eeee. How are you? 

Fine. 

Do you want to know where I stand? 

Pardon. 

Do you want to know where I eit or stand on 
this thing? 

No, I wae wondering why you couldn't allow 
them to go ahead and place these orders. 

Jeeee, coming from you I don ' t unders tand 
it. Let me explain my position. Ae far back 
ae October 29th in a meeting which wae in 
this room at which you vere present, I told 
these people that the money situation or the 
British vas such that unleee the Chief of Starr 
felt that these were materials which be could 
use, I couldn't certify that they had the money 
to go beyond the order s they already had on 
hand. You see? 

Yeah. 

Nov, I said - that vas on October 29th, I 
think you were there, I'm not sure or it, 
but I said from nov on unlee& the Chief ot 
Starr eays that this is eomething that he· can 
use that the English haven ' t got the money to 
pay for, I c:en 1 t tell the Army and the Navy and 
the Defense Commission that they've got money 
enough to go beyond vhat they already have. 
Now that goes back to October 29th. Now, 
the situation ae it ie now ie: they have to 
eell every factory that they own, every share 
ot stock that they own in order to raise enough 
dollars to pay for what they already have on 
hand, and you anG I know that they c:an 1 t do 
that certainly under twelve months. Hello? 

Yea. 

But if they sold everything, ther e would be 
a couple of hundred million dollars or margin 
aa between what t hey ' ve already got on band. 
Now t hat ma.rgin is as close aa anybody can 
figure it. 

4 
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H.Y..Jr: 

J: 

H . l~.Jr: 

H.l~.Jr: 

J: 

H.Y..Jr: 

J: 

H.M.Jr: 

H. M.Jr: 

J: 

H. M.Jr : 

5 

- 5-

Nov, they come along and my understanding with 
Phillips and with Purvis is, i f you gentle~en 
have got something, you say you've got to have 
it and if you will let us know in the morning, 
I'll give you a yea or no by 5:00 o'clock in 
the afternoon and we'll pass on each t hing 
separately. 

Yeah. 

But here's where I want you to get the thing: 
Bill Knudsen says thAt he will not place a 
single order for the British unless it is 
U.S. standard. By that he means something 
that the Army and Navy can use. 

Yeah. 

So they are going to need several hundreds 
of millions- I don't know how many hundreds 
of millions of dollars of what Bill Knudsen 
calls bastard specifications. In other ~ords , 
things drawn to English specifications, and 
therefore it is mY feeling, subJect to sooebody 
~rguing me out of it, that if they do get any 
new money that they ought to husband those 
dollar s for the so-called English specifications. 

Yeah. 

llow, doe en 1 t that make sense? 

I ~uppose 1t does, Henry, what I was trying 
to get at now is: the two things that with 
t he Secretary of ·liar is the a;ost pressing 
or these two engine contracts - Studebaker 
and Buick. Now, if you will remove your 
order .. . .. . 

But it's $~0 millions, Jesse. 

That's all right. Suppose it is. We know 
we're going to use the engines. 

The English haven't got it. 

But the Uni ted States hse got it. 

Oh, I've got nothing to eay what the Army 
and Navy orders. I've got no control over 
them and wouldn't want it- wouldn't accept it. 
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J: 

H.H.Jr: 

H.Y..Jr: 

J: 

H.H.Jr: 

J: 

H.M.Jr: 

- 6 -

Only last night - now let's go back t o 
Thursday at lunch. You see the trouble is, 
Jesse - am I on t he loudspeaker? 

No, no. Nobody on the phone but you and me 
and the White House operator: 

Well, here's the trouble: there are so 
many cooks in th1e thing t hat they don't know 
what two fingers on the same hand are doing. 

0. K. tor that. 

Now on Thursday at lunch with Knudsen and 
with Stett1niue, he &eked me Just what you're 
asking me, and he aaya, Henry, I am going to 
go ahead and place the order and I think he 
said I have placed the or der and I'm not 
going- to-wil t tor the Engl ish. Now that was 
Thursday on t hese two engines. He sai d I am 
not waiti ng tor the English, he says, you are 
entirely right and I am go i ng to go ahead 
and I think he said, I have placed t he orders 
with St udebaker and Bui~I'm not waiting. 
Now that was on Thursday. Now what I sugges t 
is that somebody oall up Knudsen and find 
out what is the fact, and it that is the fact, 
that s one lese problem. 

No, but that's Just f or the - I suppose t het's 
probably Just for the A:nerioen engines. 

Just for the ~er1can engines. 

The point is now it Studebaker is allowed 
to go ahead and place t he order - take the 
order ror the British and the British are 
allowed to place it, I t hink ae tar as I 
understand it that would solve that particular 
problem. 

Jesse, in t he tiret place even if I said 
yea, I don't think Phillips representing the 
Treasury would let them do it, but I think 
it's wrong. I think 1t'e wrong to l et these 
people - I don ' t think they would do it -
place orders with American manufacturers 
when the money i sn 't ln sight. Now, somebody 
haa to • • • • •• 

G 
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J: 
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Why wouldn't they, Henry? 

Why wouldn 1 t wbo? 

Why wouldn't the Br1t1eh place the order? 

Because they aay they haven 't got the money 
and they're not go11)8 to hypothecate 1n thla 
situation - 1t that's the correct word. 

Afraid you've got a higher opinion ot them 
than I've got. 

Veil , I've bad th1a out with Pb1111pe and 
Purvis and they say they ' re not going to 
and I think where the President looks to me 
ln view ot what I've aaid, I Just couldn't 
do it, Jesse. 

Well, I'm not asking you to do it at all. 
I 'm not going to do that. 

I thought you were pleading ~11th 111e. 

I certainly a111 not! To bell wi t h it. I 
want to help i t I can and I thought I' d found 

some way that you could help and it you 
don ' t want to do it, that's up to you. 

Well, it's ••••• 

I ' m expected to violate the law and I'm no t 
going to do it. 

Well , let me put it the other way around. 
It this vas your reeponelbillty, would you 
do it? 

I would in a minute. Certainly would. 

You would? 

Absolutely! 

Well •••• • 

And 1! I were Phlllipa and he didn't do it, 
I'd tire him and get another secretary - it 
I were the Britiab. They're fighting tor 
their llvea. 

7 
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J: 

H.M.Jr: 
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They oan pay someway, aomehow, eometime it 
they want to and we oan tfke ohlpa and White 
etonea it we want to. We Te got to get a 
little laTe tor it. I aaked theae tellowa 
in Auguet - P1,1n18 auageated - I think I 
told you - to put up aa collateral inetead 
ot aoney- they didn't want to put up 
collateral. I said go ahead and establiah 
the principle, putting up collateral. We talte 
good collateral to begin with and by and by 
we'll be taki ng e~p tor collateral. They 
didn't want to do that. So I haven't got aa 
high an opinion ot them aa you've got but then 
I want to help them Juat ae badly ae you want 
to help them. 

I know you do. Now let me aak you a question: 
t hla thing that Frank Knox brougllt up in 
Cabi net about your buying their $550,000,000 
worth ot contracts. Now where does that stand? 

Well , we can't buy t heir oontraote. They've 
only $1~8 million ot it in plante and that'• 
very,tew plants that are independent plants. 
That d be some tools in one plant and aome· 
addition to another plant and on other people's 
property. I'm trying to get at the taote about 
it but they're none too cooperative in giTing 
ue the tacte. The British. I spent yeeterday 
atternoon with the t our ot them. I called 
Punia again this morning and asked him tor 
some more intormation, I called him at 8:}0 
and it i sn't down here yet. All he ' d have to 
do would be to send baok the paper that he 
had yesterday afternoon. 

Now let me ask you another one: the one that 
Bell called up on my behalt about buying the 
Auatralian wool . How doea that look' 

I ' • trying to tind aome way. I ' d a lot rather 
it we oould have taken that up with Cheater 
Davie vbo handled that end ot it with tlw 
wool growere. That would be a much better 
bade tor credit than it would tor buying 
becauee I think that the • • • • • 

You mean you'd do it through a private 
corporation? 

8 
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Not it it belonged to the Bri~iah. 

I see. 
I . 

It might be - I think there s some value there, 
I think there's a baaie tor finding aome 
money eome way, somehow. I haven't found 
the machinery t or it yet; I've been working 
on it. 

~ell, there is $14o or $150 millions. It 
they got it we could do something with that. 

Yea, I think that a basia tor a very good 
amount. Thera's eoms other things I ' ve been 
working on too along this general line. 

Well, it they oan ehow eome new money and -
why that's another etory. 

I think this, Henry. I think that we could 
ge t - well, I don't know. I get the impreeeion 
they~re giving ua the run-around. 

Well, I haven ' t got that yet. They've treated 
me - on giving me this information aa to their 
assets, they've been alow, I've had to preea 
them and have to keep atter them and remind 
them and so torth and eo on. 

Yeah. But I think thia, Henr1. It 10u can turn 
loose, or did turn looae these two contract• 
that I don ' t think 1ou1re going to do anybody 
an injustice. I don't think you 're going to 
stand Studebaker up or anybody else becauee 
we're going to bU1 the engines. There's no 
doubt ln the world about that. 

Well, I don't see why the Army and Nav1 are 
so 1 het• up about it it ~nudsen has placed 
the contract already, and he eald he ••••. 

Just a minute. (Aside - baa Knudsen placed 
the contract tor the British or just tor the 
American? With Studebaker? Does anybody 
know whether Knudeen hae given - placed the 
order with Studebaker tor the British - and 
the Buick? Will you tind out pleaset) 

9 
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Bob Lovett ie going into the ot her roo~ t o 
tind out. 

Well , he didn ' t t ell ~e he was going t o ~oe 
it tor the British but he said he'd place it 
tor t he Army and Navy. 

Well, tha t ' s pr obably what he's done. 

Well , he didn ' t aay he'd place it tor t he 
British but he eaid he'd get it etar ted and 
g et the taotory going and eo torth, then later 
on it they came along and the bil l paseed, 
then he 'd place the r est or the order. I 
don't see what's the matter wi th the~. 

Well, except a e I underetand it, the British 
don't want to give the order because t hey have 
been told not to by you. Something tc that 
ettect. 

Well, it's the general proposal, but Knudeen 
told me he wae going ahead and start Buick 
and Studebaker build1ne t heir plant, give t hem 
the or der and then lat er on he could inoreaee 
it. 

And we've agreed to ~ake t he loans to build 
the plants - $50 mi llions to Studebaker. 

!low t he J.rrq - I don't t hink 
worried about t he British as 
these two tactoriee started. 

Yeah. 

they're eo 
they are to ge t 
You see? 

And I t hink that it they f i nd out that Knudeen 
haa 'iven Studebaker and Buick the green l i ght, 
t hey r e not going t o be eo excited about it. 

Well , I don ' t know enough about that because 

1.0 

I haven't been in on the oontraote. Ae I 
understand i t 1 the Studebaker can't make their -
and Buick oan t make t heir commitments t or 
materials t or t he British or ders until t hey 
have got the Briti eh or der s. 

Now, here's another thing. Last ni ght Forreetal 
called me up and he eaid it the Br itish won' t 
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lar down the aona7, he ea1d, •• think the 
laTJ haa got 1t and we'll do 1t tor thea. 

Vall, how oan he? 

Vall, let '• Juet u .. t1gur .. : Let '• u;r 
that tor arguaent 1 a aaka tb17 want to g1ve 
an order to Studebaker tor 6000 enginee. 
I don't know whether that'• r1ght or wrong. 
Sa7 JOOO tor the Br1t1eh and JOOO tor the 
lav;r. Well, what he vaa talking about it 
to g1va thea an order tor 6000 enginea hopift& 
later on to eall or give halt to.the Br1t1ah, 
and he aa1d he thought he oould tind the aonaJ. 

Yea. Well, hi 1an' t 1n hera th11 aorn1ng, 
he had to go ••••• 

Yea. !hera are ao UDJ 
1t juet drlvea ae nuta, 
knov where I etand. 

people 1n it, Jeaea, 
but at laeet ;rou 

Vall, nov, we vant to do an7th1ng over hera 
that ve oan do that ve've got the legal r1ght 
to do and ve can't do more than that. Another 
.thing - I think it ve d1d a tool18h thing nov 
it vould hurt the bill on the 8111. 

Ve oan't attord to. 

We oan 1 t juap the gun on thie thing. 

Vell, Jeeaa, that'• juat the va;r I teel. 
I aean, 7ou've .got certain requ1reaenta and 
I've got to be ab"la to 1&7 that there 11 
enough aoner there to pa7 tor the ordera 
wbioh tha7've alread7 placed. 

Well, nov, vho do rou aar that to, Henrr? 

Who do I U7 that to? 

Yeah. 

I aaid 1t on the Hill' I told thea on the 
Bill two thinga, Jaaae. One, that the7 had 
enough mona7 to plaoa, and the other thing 
that ther vera not placing &DJ aore ordere 
and I gave Studebaker and Bu1ok ae an au.apla 
1n a:r teet1a.on7. 
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Uh-huh. 

Now how in the hell after testifying an~ 
~entioning those two particular contracts in 
my testimony can I turn around on Satur~I!.Y 
and do eocething else? I menti oned those 
tw:l a& an exarl'ple. 

Wel l, I eunpoee you only could if the Briti en 
come along with mor e stuff. 

With some new money. But I said t o show 
you how desoerate the Gl tuatl~n ls, I aaid, 
the Army and Navy want t o place theu contracts 
and they want th~ British to takP half . The 
Briti sh oen 't do it, t hey ' re out of money, 
and I went through t he whol e t~ng using 
Buick and Studebaker as an example because 
everybody has been calling me up two a~d 
three timEs a day about lt. I'm just through 
testifying on the Hill - it'~ public property, 
but I l ove to have you put pressure on me 
for it~ get a great kick out of it. 

·~ell, I'm not trying to put any pressure ?n, 
I'm trying· to f i nd a tft:Y to ;;et a round 
some thing. 

Well, I think if they ge t hold of ••.••• 

I've understood it from the British tt~t they 
couldn't place the orders because you wouldn' t 
let them and now : cen 

That's right and they haven 't told me t hat 
t hey would if I would let t hem, but nevermlnd , 
I 1m willing to take lt. But if your people 
in t hat g roup would call up Bill Knudsen, 
t hey may find he's already done it. 

Yeah. Well, Lovett 1 s i n the other r oom trying 
t o •..•. 

~ell , I'll be r-ere t or another ten ~1nutes, 
t hen I've got to go out, but I' o co~ir.g back 
aga i n. 

(AnYthi ng else you want t o say - as ide) All right. 
','le 111 probably call you bnclt as soon as Lovett 
gets through on the phone. 

Thank ;,rou. 
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tee , BeDI'J. When I oal1ed baok i' -• too 
la'• and I 11&4 to 10 out . 

Ob . 

'If ell, nov, we ' re pureuins tbeee thine• ae 
taet ae we oan and ae tar ae •• oan to 111 
what we oan 4o and in the aeanUae I don'' 
lulow that there ie noh 11 .. to talk about, 
11 tberet 

'lfell , I baYen't bl&l'd &D7thiDC einoe I'•• 
talked t o JOU. 

'lfell, I ba•en1 t either. I bad to so out to 
another aeetins in about ten ainutee and I 
Jutt sot tbl'oqh With that. 

lfell , let'• s•t -tosetber ... .. 
larl7 next veelt, bubt 

Ript. 

o. 1:. 

'1'b&nlt J OU, 

18"' 
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Hello. 

Secretary Sti~son. 

Hello. 

January 18, 19~1 
ll:50 a.m. 

I was sorry to miss you but I was up on 
the Hill. 

I see. Well , I was trying to ~et a little 
further along in rega rd to t his ~atter. I 
can't underst and it. I confess I'm all up 
a tree about it. I don't qui te understand 
and I thought I would just go in and see 
you myself. I ~as paeeins by on my way back 
from Jeaee Jones' and that was all there waa 
to it. Just on the spur of the moment I 
t hought I'd stop and see you. 

'II ell, that was very nioe ot you. 

V' 
14 

The thing is that I understood that you felt 
compelled to leave ]Our prohibition on even 
it Studebaker himself didn 't want the pro t ection. 

Well, that isn't the question. The question 
i s th1e: we're tryi ng to &et a b l ll through 
on the Hill v1th the help or you and many 
other people. No~, I don't know whether you 
know it, but I testified on t he very, particular 
proposal that they put up to me and before t his 
Committee I said, {1) the English have enough 
money to pa~ tor t he orders they've already 
plaoed. (2) They are not placing 

You didn' t include in that th1e 

Well , it I could tinieb. {2) I said, they 
are not placing any more orders and then (3) 
when the] asked me - because Hull kept saying 
that th1a bill would speed up production, 
you see - I tried to give nn example, and 
the example I gave vas the Studebaker and 
Buick order which I said the English were 
unable to participate with the Army in placing 
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because t hey didn 't have t he money, and I 
used that as a specific exn~ple and t hat's ell 
on the record . 

Well , thet's unfortunate. 

I don't agree with you because I was f ollowing 
Hull, who seid tour timee thet the bill wae 
drafted in the Treasury and when he got to 
any difficult question, he'd always sey, well, 
you'll have to ask the Treasury because the 
Treasury wrote t he bill. 

(Laughs). 

He did that either tour or five times, 
and then be made the statement thet by passing 
t he bill we would speed up production. And 
I said wel! now here' s an exe~ple: t he Army 
can 't ~o ~~ead with placing these orders 
because the English haven 't got the money to 
match it and I think it made an impression 
as to the necessity or getting this bill 
thrOU(!h. I thought it lfC.S a good p:>int. 

Well , I don 't know. I ' m 
that. I think we'll get 
but we' l l lose at beet. 
bill through for another 
that time we're gol r.g to 
which i e going to make a 
ti:ne f urther on . 

a little afraid ot 
t he bill through 
We won't get the 
s ix weeks and i n 
sutter a set- back 
lag at & core vital 

"•iell , now, will you do t hi a? 

And now wha t would you eay about this? 
I'm thinking - I wee talking it over this 
morning - ot taking, ot letting - of wri t1ng 
letters to R.F.C. thet we can take thoee 
planea - we want t hem. 

\I ell, the t' s something qu1 te different. 

And on t hat Jones said he would take - that 
R.F.C. would take the planes. 

That' s quite different. You m~an engines, 
don 't you? 

15 

Regraded Unclassified



s: 
H. !·L Jr: 

S· 

H. lLJr: 

5 : 

H. J.' .Jr: 

S: 

H. lCJr : 

S: 

H. M.Jr' 

16 

- J -

Yee, I mean engines. 

Well, I' d !eel entirely differently. 

You have no objection to that? 
I 

Oh, I d be heartily in favor or it. I'd 
be enthusiastic. There would be a solution 
to ~hat I call the interim plan. I'd be 
heartily in favor and enthusiastic and be 
more than ~leased to give my suoport . 

Yee. 

But, Harry, after thinking 1t over, aeide 
from everything else, Knudsen says he looks 
to me to see tha t the American manuf acturer 

gets paid. Now, i n order tor t he American 
manufacturer to get paid tor the ord~re they 
have on the books, the English have to eell 
every fifth share or Ameri can securi ties, 
plus all o! their direct i nve stments. Now 
whether t hey're willing to do that and whether 
t hey can do that, I don 't know, but that ' s 
what they have to do to raisP. over a billion, 
three hundred mill i on or American dollars. 

Yea. They've laid all those investments 
open before you, have t hey? 

Yes, they have and ~~ey a r e laying more and 
~ore every day and I Just don 't see as a 
matter or straight ethics how I can let them -
even i! t hej' were willing to - hypothecate 
their checks, and I t hink it would Just sink 
us on the Hill it they t hought that we were 
going behind their beck and I think it would 
Just ruin the e!!ectiveneaa or what I said 
that the English werP br oke. 

Yes. Well , you think the Hill would understand 
it we did it that it was an entirely different 
t hing. 

It you did it the way you sai d , yea, but 
I would exolai n it t o t hem. I certainly 
would explain it to some or the leaders first 
to make sure that they thought it vas all right. 
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·But attar thinking thia oTer today or tomorrow 
a?yt1me that you vant t o get t ogether vith me, 
I m na1lable. 

Well, I certainl' vant to get together vith 
you. I think ve ve got to rind some vay or 
spading through thi! six veeke that I see 
is inevitable. I think t hat's minimum. 

Well, Harry, that's vhat I've been crying 
about. You remember ve met at the President's 
Thursday veek about that. You remember I sent 
advance notices r or him to take aome interest 
in this i nterim plan. You remeeber. 

Yea. 

I' m keenly intereated i n rind1ng a solution. 
I think nov maybe you have something but I 
don't think the solution is to have me approve 
their placing orders v1th American manuracturera 
vhen they haven't got the money to pay r or them. 
But ir the American manufacturer was told that 
1r t his order ie placed the Army and Navy have 
use ror it, and here' s a let ter aay1ng eo, 
that's something qui te dirrerent. 

Yea. All right. I'll be glad to talk vith 
you. I reel as ir I vere in a vh1rligig. 
I've hardly had time to s i t in my chair here, 
but I'll aee you any time. This t ime I vae 
out on the road, eo t o apeak, and I t hought 
I'd atop at another customers. (Laughs). 

Well, as a salesman you'Te been doing a 
magnitioant job. 

All right, air. 

Thank you. 

17 
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Januacy 18, 1941 

L!El!OIWIDUU FOR THE SECRETARY' S DIARY 

Secretacy Uorgenthau and ~. Foley called on 
Senator GlAss at his office in the Senate Office Build­
ing t oday at tl'lelve o'clock. Secretacy Uorgenthau asked 
for the appointment and there were no ot her persons 
present . 

Secretary Cor genthau said that the President had 
asked him to call together t he banking gr oup in the Ad­
mini stration interest ed in bank holding company l egislation; 
that he had arranged for a meeting on Tuesday at 3 :00 P. L!. , 
but before he saw t he other people in the Government , he 
;,anted to find out from the Senator how he stood. 

The particular thing that Secretary ~rgenthau 
said he had in mind was a co::1versation he had had m th the 
?resident recently. The President had told Secretacy 
J."orgenthau about a conversation 11ith Senator GlAss in 
regard to "chain banking. " SenP tor Glass said he had 
not said anythin.!> about "chain b:mkin~" , or "branch 
banking. " lie sa1d he called the Pres1dent and asked 
t he Pres ident where he stood on hi s bank holding company 
l egislati on? The President replied that he l7anted t o 
consider the matter further but at the ~resent time he 
neither was for nor against a bank hold1ng collli>any bill 
containing a death sentence . Senator Glass sa1d the 
President made a similar re~rk in regard to his other 
inqui ry , i . e ., Eccl es ' proposal on excess reserves, 
monetary po~ers and other related mat ters . 

18 

Senator Glass said after his conversation with the 
President he had spoken to Senators Barkley, Wagner, Byrnes 
and other associntes , a nd then decided to introduce· the 
bill "wit h reservat i ons . " By that statement, Ydl.ich he 
said was not an unusual one, he meant thnt he >las reserving 
the right to offer anendments to his O\m bill in the light 
of developments at the Committee hearings . Senator Glass 
said that he •7as presently in favor of his bill, but t hou3ht 
that it mi3ht incur such opposition that he might want to 
of fer modifications. 
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Senator Glan said he was against hol.lllu cOIII)&niea 

because thef wer e an insti'UIUnt to Tiolate the Iu t hrwgh 

19 

bank control acr oss state linea; that, i n his opinion, the 

Co,t:roller of the CurrenOf was resrnaible f~ the growth 

of he Giannini S,stem, and that no on11 ~ould additional 

banks not be granted Bank of Alllei'ica, but there were too a111 

alreac3T. Secretary llorgenthau pointed out that "Jeftr" O' Connor 

was reallf the one responsible, and he had been appointed 

befor e Secretary ~rgenthau was made Secr etary of the Treas11r1. 

Secretar7 ~rgenthau said he thought the real trouble was in 

reopening the bank after the Banking Holidaf without first 

havlllg simplified the complex structure . 

Senator Glass said he was a little disturbed b.r 
Secret ary llorgenthau' s reference to his having "laid a 

wreath on the bill -.han he introduced it. • Secretarr 

llorgenthau said he was merelf t rying to be facetious, 

and didn ' t reallf understand ~at introducing a bill "with 

resel'Tatiou• 118ant. 

Senator Glasa said he was prepared to etart hearings 

on the bill -.heneTer the ExecutiTe Departments werQ r eac3T. 

The Senator thought FDIC and the Comptroller of the Currenq 

should be full7 prepar ed to present testimoQ1• 

The Secretacy said he was vecy much taken back bf 

what the Senator had told him with regard to the Pl-eaident 1 s 

position; however, he said he had made his position perfectlf 

clear and was prepared to go ahead in an7 event . Senator 

Glass said this was all right with him, and he wanted to 

proceed also. · 
I 

Mr. Fole7 suggested that SEC also be called as a 

witness before the COllllllittee . The Senator said ha thought 

tha t this was a good idea. 

Secret ary llor genthau told Senator Glasa he ap­

precia ted Ter7 much his being able to 001111 up and talk to 

the Senator so f ranklf about this -.tter; that he was going 

to tell the Comptroller to be readT as soon as possible for 

the hear ings. 
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A telegram (no. 28) ot January 18, 1941 , !rom the 

American Ambassador at Chungking reads substanti ally 

as follows: 

Although tor the past month prices have continued 

to be comparatively stable, costs ot all commodities will 

!lave a quickened rise at the Cblneee New Year and in 

February, aooord1ng to persons who are thought to be 

reliable . Rice wi ll lead in tble upswing in prices . 

All ot the ottioiale in t he Ministry ot Economic 

A!ta1re who were investigated in connecti on vith the 

control or prices have been acquitted. The officials 

in the Ministry ot Economic a!taire have been more co­

operative in at tempting to !ind a solution ot the price 

problem since the i nvestigation. 
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.uK>mllll MIS!WII, 11111!1UDD !0 J.IIO'B, J'Oil J.L1E (UCIII!J.!IT) J'BOM 1fiC80LSOB. 

qroD. Df P1IPPII! CllfiJ.L USIB'B BAlli: .:>Y OPDID UllllJIO, DPSCt:ID 

If 1fiLL 01'1:1 ••nu flllftil!!ll., DY IKI!U a Dl! u ~xoa. 
OU!'S:tm or usm BtiiiDAJ POLl!IC.U. ""1818 , Dlii.APPUGS .dD .11111' l!O!!'BI81P, 

Jit:iif!ll%5 lDr CJJill'! lB SIUBGIUI , IWIPLII DY IODS JOII!IAVCJI J'ICII 

S!WI!.IW 16 •• Ul~ 

.ALSO J. !llmJ) JII&UtJI J'Oil .&!DI!IOB .&Lilli (ncnrur) , 1'101( 1fiCBOL80B. 

quoD, BIJI)VKJ) lB .IIU!ISB D1JIII:*i!IC t:JICTD BOIGIIIIG !Jijf l'UIIII 117 

CABID! 1fiLL DIIICIB Vl!IIIB !JIIID 11111! JIID !Jijf J. D1l C.UID! 1fii.L :II lJIJQIIIIIJIDIIIIm, 

!lUI J.JIIli.U. JOMUIIA 111LL ~ 00 !0 lfJ.!IS J.l .AIIIJ.ISADOll IV! 1fiLL :UOOD 

lllBIS'fD or J'OilUCIB 17J'.UU .AID !Jijf !Ill IICPII01 II jLJ. I'Oil J.l'J'I&I11G !Ill 

11M)CIACIP, !BID All .ALSO 1111111 ~ JIOU! ~ !Ill W II 

J.IIOU! !0 :11 I?H +Ill!! IT lllLIUJUII!II 0B J.CCOUI! or Bll ~ USfiil IUJII) J.IID 

!llA! J. DGDC!' 111LL :II Uf UP, Uii¥JO!I, 
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(Ilea..,. reeeind. 'b1 \e1etne 011 .JCU1'7 18, 1941, troa Su :rr..,e11 co , ) 

li7J' 
IIASI! OUST MC'! MISS lliRlitJX SPIO QA 

GARDliJiR IIi SJ' C.ALLIJiG, IS MR OOIIIWI mEIII QA 

I Jll:Lll:'f1i SO WILL C.ALL HIS Ol'J'ICII QA I<I"ITB MESSAGE 

'!'Hi FOLID'tlloG M3SSAGE J'IIOII lilCBOLSOJi WIIO I S NOll IIi SAN J'IW!CI SOO FOR IIOIZDIAD 
~,.I Oli Ol' ALilBR. ( SEC!Ul!'.U!Y) 

q,tlOft. SlliO :BJU!ISB S2.ll!ILIZA1'IOI! :rmiD \l!ICII IUS liDll 
SllLLIJIG Ill PAS\' l'EY DAYS A'f TiiREE O.IG IULF PDCII DIS 
COll'riiiiOO> SUPPOR! .Al'l'EIIliOOJi OF 16 m. AS A BESUL'l 
I(JJ!lCli:'l llEC»!it ?ANI crt \ll'EB RA!rES llOliiJUL AND GOLD 
BARS QUOTED ABOVE $6800. IW!IET OO!OO'JI'l'S ON OOII'l'ROL 
BAliKS OY:J!ATIOIIS UliFAVORABIJil SEJ.ll OOLON, 

FIRST, SELLING OO!lFINJ!D 0111.! 1'0 STEIILING Wlll Cll 
OTBERIIlSl! IIOULD BAVli: Clll'..U'liD BE'i"l'ER .!'liZLING IJ' m&Y 
OOULD sm.L SiliiJLTANEOOSLY U, S. DOLLAIIS, ALSO SIIICII 
llEIWiD IIOS'lL! IIi U. S . DOLLAIIS Pr II.UES CI!OSS lUH 
Am'I.!'IC.ALL! LOi/, 

SllOOJW, SUCCESSilll LOWl:lilliG OF :EONGltOJ."G BA!iXS la:RCB.\lo'f 
R..U'ES FROM l'I~ OIIE BALl 1'0 r iVE Om! F00ll1'11 BAD BAD 
PSYCHOLOGI CAL Ei'!1!C1', 

l.'HIRD. OVSBJ!OUCB1' POSITION ESTIIIA1'ED AROUND U, S, 
IJOLLAIIS TEll MILLIOll Wl!ICB ll'OULD BE FORCED TO LI~UIDAD 
I.!' IW'ES OOULD :s:& MAi ll'rAIIlED FOR JJiO'l'lm\ WllliX BUT 
lilTI!IIRAIIAL FIIOM SUYPOM' O!II.Y PUYS lll'l'O BANDS OF 
SP.ECUL.\.1'0RS, UliQ.UOTi. 

A.;om:;;!l 1(3SSJ.CB, UliR':U'I'ED 'lO ABOVE, FOR ALII:ilR (S:ZCRE'l.&RY) FIIOM !IICBOLSOll. 

t;.OO'!l:, NE'i PllPPE! CE!o"E!W. RESEll~ :a.Q[ IKlll' CPEllED ltU!nNG, :B:.!PEC'filD 
IT IIILL OPEl! SIWroiiAI 'l'lllai'l'tmll. NEil !lO'rES 1m Tm Ill CIRCOLA!l'IOJI, 
OUTSi m: Oli' USUAL EV'..:RYDAY POLITI CAL liUI!DERS, XIDiiAPPIIlGS All]) ARMI ROB3ERIES , 
!:Y..:RYT!!l!IG VERY Q.UIE'r Ill SBANCli!AI . SAMPLES NE'o l/OTES FORIIARDED FROM 
SHANGHAI 16 TB, Uli~UOTE, 

ALSO A THIRD MESSAGE FOR A1'n:JITIOli ALDER (SJCUURY) , rBOM lilCIIOLSON. 

~UO'!J. RUMOllLD I :S BJU!I SB DI PLOIIA!IC CIRCLES HOJiGlOIG !llJ.! P.BESllli'1 JAP 
CAB~ '"ILL BESICill VI !II II mull VDI:S JJID '!!!A! A IIIII c.&Blill'f VILL :U ~. 
THAt .t.I1KIEAL 50XlJll.l. VILL ~ 00 1'0 SHHS AS A.MIUSSA.JlOR But VlLL :s:£00111 
l!U'IS'I'Dl or FOm:IGII A.n'A.IRS .utD 'riW.' 'lHi !1M?E!lOR IS .ALL FOR A.PPE.ASIJO !D 
Dl:MOCR.t.CUS, 'mEI!I ABE ALSO lmiiORS FLOA!lliG .IJIOOT 'filA! mE JMPlli!OR IS 
.IJIOOT 1'0 U Ili'1'l!BOliED BY MILITARISTS Oli A.COOU!ft or HI S PliO- WilST:tllll STAND AND 

1'IIA1' A REClEIIC! \liLt Bl SET UP, UllqOOTE , 

-
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Secretary of State, 

·:ashington , 

EightEEnth, 

PLAIN 

Bombay 

Dated January 18 1 1941 

Rec ' d 3 a , m,, 19th. 

22 

Silver displayed gradual rising tendency during WEEk 

due favorable war news from Middle East ~hich encouraged 

optimistic ftElin~ rt8arding outcome of war, SpeculativE 

inquiries for silver f or ncar positions werE also noticeablE 

duE rumors regardi ng possibl E increase in import duty on 

s ilver in forthcoming budget , Local stocks small and htld 

mostly i n strong hands so that i mport buyi ng orders Effect 

local quotations appreciably, Stocks 2 , 500 bars dally 

offtake 30 bars spot hi gh sixty thrEE rupEES sevEn annas 

six pi Es low sixty two closE sixty thrEE two gold firm 

with stocks lnorcasl.ng, Marl<Et was ma1nto1nE9- at lEvEl 

considerably above export parity duE activity speculators 

who arc repor ted 1n a moderately heavy ovcr~o~ght positi on. 

Stocks 200, 000 tolas and duE absence cxpc--:- c;..:n.;•r1 ready 

deliveries art quoted a t sm?.ll diHrn .• , •' ·.y t. ... • :·.~ sla 

tolas 8
1
000 offtake 2

1
500 spot 1 ~· . ,, ..... · •• ~uu:-'. stn t.hrrt 

-: :~·t. F &r.d high forty two rupcr.s e ' r o.;r .• 

~ .;;--utili TR!:: ASURY. 

DONOVAN 
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TREASURY DEPARTMENT 

Washington, 

JAN 1 194 

'11\e Honorable 

The Secretary of the TreasUl')". 

Dear t:r. Secretary: 

I subllli t heran'l. th a report of the Chief Coordinator 

o! Treasur-; Law En!orcocent Aceneies co~taininc a review o! 

the work of these aeencios durin& the c:Uendar rear 1940· 

It contains in~t.a.nces of notable accocpUshments and 

renects, I believe, further advances in intocrD.t.ed law­

onforcement work which demonstrate the soundness of the 

principle and t !'lo method or coordination as applied under 

your ciirection to Treasury law-enforce::10nt problema. 

Her bert E. Gaston 
Assistant Secretar; o! the TreaSUlY• 

24 
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TREASURY DEPARTMENT 
Ol'"fi'ICC 0,. COORDINATOR 

iAilA8URV CNFOACI!MENT AGENCIES 

WASHINGTON 

18JWA1'7 l8 . 1 Ml.. 

IIDIOIWID(I( P'OR llll. QAS'l'tll, 

1bere 1a retumed llarewUil tile report ot tile 
coordinated Treesury lew lllltorc.....,t agenclea 
'llhlcll you eent to me w1 til &\188e&t1ou tor cl!.enpe. 
In addition to tile olwlgee 'llhloll :you •1188•ate4, I 
lleTe added a table containing ~te atat1at1oa 
tor all ot tile Treasury antorcOIIIAillt agenotu IUld 
ebowiJig ,tllat 60.3 percent ot all oc.al-nta ot 
f ederal pr1eonere 4ur1ns tile put tlecal year 
-re in Treasury caeee. 1hts t able eame to .. 
ti'Oil 11a -tt attar tile p rwrtoue eu.lalealon ot 
tile report. 

As you 81188••t, oopiee are belna IDII4e and w111 
be to.,.roed to tile Public Relatlou D1 rtelon and 
to aU cOordinatore. In &441 tlon, copies are be1"6 
turnlebed to the bea4e ot tb.e "6&no1ea in Weeb1"6ton 

- ~ ~· Ho>< -·m·~ o«<o•~·p: 

l!llo. 
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TREASURY DEPARTMENT 
()F'FIC£ ~ COOROINATOflt 

T;REASURV ID'FORCaM•HT AOCHCIU 

WASHINGTON 

January J , 191.1 . 

Honor able nerbert E. Gaston, 
Assistant Secretary of the Tr easury, 

·,/ashington, D. C. 

!~ dear Mr. Gaston: 

There is transmitted herewith a 
report of the work of the coordinated 
Treasury enforcement agencies. 1/hile 
this report covers principally the work 
during the past ~ear , yet it ls carried 
further to show, in a brief way, what 
was done before that period and what is 
contemplated during the year 1941. 

Enc . 

26 
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RIPORT OF TBE WORK OF TBE 
COORDINATED TRRASURY ENFORCJDo!BNT AGENCIES. 

Our 1940 objectiTe, pursuant to tbe decision to ax­

tend coordination be7ond aerel7 tbe liaita or border and 

coast line areas to eabrace all entorc8lDllnt districts 

throughout the United States , baa been accomplished, and 

this plan is in tull operation. 

The new system baa been organized tor highest pos­

sible etticienc7, as a result or aeetings at headquarter s 

cities, sub-district ottices and nuaer ous other actiTi­

ties 1D which we participated. Attar a tull 7ear under 

tbe enlarged setup , I find it to be both practical and 

smooth in its functioning. In developing the plan, we 

were able to go &Ten be7ond our first expectations and 

establish in a&nT ot tbe districts closer cooperation 

with otber Federal agencies. 

Our objective tor the year 1941 ie to strengthen tbe 

gains made in our expanded etrorts, and to make progress 

in a new field that aeans eo much to our own greater suc­

cess - by winning countr7-wide cooperation or State, citT 

and count7 police organizations. :serora tbe close of 

1940, aan:r supervisOrT otticers bad already toxsed excel­

lent contacts in those local channels. The cultivation 

• 

ot aore friends in the ranks or peace ottioers baa already 

l. 
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brousht splendid enforcement reaulta. It augurs -u 
for the future. 

More friendly relations with the fellow officer on 

the local police beat will be of incalculable help to 

Treasury enforcement personnel , when we have been able to 

develop a clearly understood method by which the local of­

ficer may freely and tul~y co~unicate information to tha 

Treasury agencies. 

Police officers, covering every section of the coun­

try, have more diversified problema than our own enforce­

ment services . They gather information or vital interest 

in their own communities , but they may not al1vays recog­

nize its value to the Federal Government. They may not 

know the best way to proceed in communicating information 

which would be highly important to Treasury enforcement 

officers. 

Exper ience gained during the paet year wil~ be help­

ful, I am confident, in making a constructive approach 

towa.rd solution of this problem. It is our duty to build 

up a readier means of contact and communication between 

local police and Treasury personnel, and our supervisory 

officers understand it to be one of our principal aims in 

1941. 
NEW r.m'l'HODS 

When it was decided to broaden the scope of the co­

ordination system, new distr ict coordinators and assistant 

2. 
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distr i ct coordinators were chosen from among the 

supervisory enforcement officers in each of the fif­

teen distr icts in continental United States, lllld :!'rom 

t he Coast Gu11rd in Honolulu l:llld Puerto Rico . The sys­

te~ was extended to all branch offices. Conferences 

were held f requently. Closer contact between agencies 

w11s facilitated , wher ever possibl e , by placing enforce­

mt 'l t Ol'ficers in conveniently accessible locations in 

t he same buildings where headquarters and branch offices 

a r e maintained. 

On Oc Lober 1, 1940, after distri ct coor dination of­

fi cers fir st appointed under the new system had completed 

u f ull year of service , i t was deemed advisable to rotate 

other s upervi sory field officers in the responsibilities 

of the j obs. Accordingly, new district coordinators and 

assistant coordinators were appointed in each district 

for 1941. vfuenevor i t was found to be practicable, those 

ot ticers who bad served as assistant coordinator s were 

promoted to the higher posts . 

Close observation of results during the past yeGr 

affords convincing evidence that the regularly scheduled 

meetings which bring enforcement officers together tor 

tree discussion and interchange of i deas r elative to mu­

t ual problems are becoming more important as a factor in 

higher efficiency standards . In all districts t hroughout 

J . 
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the United States , regular monthly meetings , sub- dis­

trict meetings and "opsn" meetings have served to give 

enforcement personnel a clearer picture ot the other 

tell~~·s problema. Great benefit has come trom discus­

sion of current activities. Some cases have illustrated 

an unusually skillful routine of investigation - a unique 

pattern of crime dsteotion which provides a valuable 

guide to other enforcement personnel; some have revealed 

a newly developed technique successfully followed by 

other enforcement agencies. 

In building up closer and friendlier contact with 

officers of other Federal agencies, the sub-district 

meetings have proved to be important. These meetings 

bring together Federal Officers in outlying cities some­

times tar re1:1oved tro1:1 headquarters. L!any meetings ot 

this character are scheduled to be held in 1941, especial­

ly in cities a.nd other areas wherein it is Of the highest 

importance tor other Federal Officers to havs a more in­

t imate understanding of ths plan and objective of Treas­

ury coordination. 

l"ilNNING POLICE COOPERATION 

The "open meeting" provides one of the Treasury's 

best opportunities to win local police ooopsration. In 

making up our calendar tor 1941, arrangements will be 

made to hold these meetings more frequently. Bot h Federal 

31. 
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and State enforcement officers arc i nvited t o a t t end t hem. 

Addr ..,sses are made by Tr easury agency r epr esentatives and 

by spokesmen for other ~rgaoizations . United St ates at­

tor neys as well as $t ate , city and county prosecuting at­

to:-neys are i~<V!ted 'CO be pr es!!nt and to make talks . 

'l'hese key men join in the discussi ons . $uch meetings 

won f or us last year a great deal of l ocul enforcement 

oooper a"Cion 'Chat previously had been entirely lacking, 

Import~t cases c~e to 'Che attention of the Treasury 

officers for t he fir st tics in these friendly close-r ange 

contacts with 3t ate ana local authorities . Invitations 

dXtended 'C O ~tate and l ocal police to visit Tr easury ser­

vices - to see how they functi on and mee t other personnel 

- brouGht about more s ympathetic under standing of Treasury 

p1·obleDS of enforcen:.ent . Be'Cter understanding awakened a 

ne\/ spirit of cooperation. This friendly approach to 

more active cooperative contact and r ec iprocal aid be­

tween enforcement peroonnel , all with diverse probl ems 

and poi nt s of vi ew, cer tainly wil l effect stronger and 

more helpful offici al rel ationships . Ther e is every con­

fidenc e that f r om this objective will oooe auch in tan­

Cible results t ha t will strengt hen tho hsnd of the l aw 

against t he cri~inal . 

5. 
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• 

BBTT~ RESULTS FROM COORDINATED ENFORC~ 

Fi gures alone tell a vivid story ot the Treasury•• 

success in smashing crooked combines that sought to per ­

petu~te illeg~l schemes. Dropping curves on the crime 

charts retlect particularly the value or Treasury enrorce­

ment coordination, in the every-day work or crime detection. 

When the Secretary, with f arsighted vision, early in 

his administration, took steps to unify enforcement agencies 

and eliminate d i scordant rivalries, there was still a 

large hangover ot gangster lawlessness trom the dry era. 

Tbe Secretary round the liquor smuggler and t he big boot­

legger predomi nating in the crime picture 1nth bold de­

fiance ot l aw. He took prompt measures to meet that prob­

lem. And, the correct ive he applied was closely coordi­

nated action among Treasury enf orcement officers. 

Contrast ing total s in this review or enforcement 

work reveal how Tr easury of ficers oper ating efticie.ntly 

in the channels entrusted to t hem by law, have sharply 

narrowed and restricted criminal activity. As the rec­

ords show, in every s ucceeding year since t he Secretary 

about six years ago took the initiative for coordinated 

attacks on cr~e. the Treasury enforcement personnel have 

become s•eadily more e t rective , with correspondingly 

l ar ger gains for the Feder al revenue as wel l as tor the 

ca.use of law o.nd order. 

6 . 
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COORDINATION BEGUN TO 
SUPPRESS LIQUOR SWOOLERS 

In the summer of 1934, the Secretar.r directed that 

a concerted driYe be made against liquor ~in&. ~ioh, 

quieted down a f - 1110nths a1'ter repeal , had soon reYiTad 

in a menacing volume. Experience demonstrated that tull 

success could be won only by the coordinated action of 

all Treasur.r agencies. As a means of utilizing thei.r com­

bined facilities to the best advantage, it was decided to 

establish a system of intel~igent cooperation between 

them. 

By the Secretar.r• s direct i on, a coordination prosra~~~ 

was formulated during August 1934 by Mr. Harold N. Graves, 

who directed a Committee composed of the heads and as­

sistant heads of the enfc;»rc811l8nt agencies at lfaahillgton. 

The activities of this group meeting at frequent periods 

resulted in the establiabment of a definite cooperatiTe 

relationship between the agencies that prior to that tille 

had, to a considerable extent, functioned independently 

and in ignorance of each other• a probl-... 

D:l order to lllllke ettect1Te the strategy deTeloped by 

the Coord1IIIlt1on CCIIaittee ill WaahingtOII tor ~re illten­

si va operations against liquor a.aggling, Mr. GraTes s elec­

ted district coordinator• troa the Coast Guard District 

Commanders in the Treaaur.r Districte along the aeacoaeta. 

7. 

Regraded Unclassified



Tbeae distr ict coordinator s followed the aetbod ot oper­

ation designed by the organization in Washington and 

tormed sub- coordinating comaitteea c~oae4 ot the dis­

trict aupervbory officers ot the entoro-nt agencies. 

Alcohol --uling reached ita peak during 1J1a7 19)S. 

At that time, twenty- one known Tesaela laden with contra­

band boTered ott shore . ~oet ot them were ot British 

registry. However, by March 19)6, the combined ettorta 

ot the Treasury agencies tunctioning in the manner des­

cribed bad stopped smuggling and the smuggling tleet bad 

been dispersed. 

BOOTLEGGING DECREASES 
nDERAL REV»lUES RIB! 

While these operations against smuggling were in 

progress at sea, the Alcohol Tax Unit was waging a vigor­

ous campaign against bootlegging ashore. They were aa­

aieted in thie, ae tar as practicable, and under the dir­

ection ot the Secretary's Coordinator, by the other en­

forcement agencies, particularly the Coast Guard and the 

Customs Agency Service. Tbe production ot illicit spirit• 

bad become a maJor industry and illicit distilleries had 

been set up in thousands ot localities, both rural and 

urban. 

A new 11.ethod ot combating the rural activity was 

introduced when coast Guard airplanes began reconnoitering 

8. 
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for ~ls tilleries. The airpl~aa kept in contact by r~dio 

.~it.u Alcohol Tax Unit automobiles and were highly effec­

t i ve operating units . The Customs Agency assigned squads 

of p~trolmon to assist the investigators of the Alcohol 

Tax Unit i n consummating the arrests and seizures. 

During the fiscal years 1935 to 1938, the Alcohol Tax 

Unit and coopera1.ing agencies ast«blisbed a most credit­

~ule r ucord by reducing t he volume or illicit distilleries 

64. 3 pe r cent. Exclusive of t he f ourteen sout hern Stat es , 

illich. dlatlllill6 .vas reduced by 78.5 perc.;nt f or the 

SWDo> por J.od . It is signific..1nt th ... t the withdrawals of 

t ax-p ... id whiskey have incre.1.sed in pr opor tion to the de­

cruane J.n illicit distilling . Juccessful enforcement 

probably ha s b~en primarily r esponsible for much of the 

increased collec tions of liquor t axes . 

During the fiscal year 1940, a total of 22,0)7 i ndi­

viduals wero indicted in alcohol tax cases. Of these de­

fer.dants 18,056 were convicted and approximately 14,000 

were aw.1. tting grond jury action or trial in ?ederal liquor 

cases on June JO, 1940 . A total of ) , 552 of the defend­

.mt s indicted wer e implicated in conspiracy cases involving 

major frauds on the revenue . 

In line with the recent trend a still further decrease 

in illicit distilling was sh01m for 1940 . The number ot 
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illicit stills seized was 10,661 , a decrease ot 1,)98 aa 

compared with 1939. Distilled spirits seized dropped 

from 3)6 ,268 gallons in 1939 to 264, 590 gallons last year. 

Seizures ot mash amounted to 6 , 480, 150 gallons, a decrease 

ot 1, 596,)11 gallons. 

Despite the tact that the Treasury' s coordinated ot­

tensive against both t he moonshiner and bootlegger has 

proceeded upon an ever widening scale, liquor law of­

tenders arrested during the past year numbered 25,621 as 

compared with 28,844 arrests the preceding year, wbicb 

indicates an effective preventive job. 

Thus, there was a 12 percent decrease in the number 

or stills seized as compared with the previous twelve 

mouths, a 20 percent decrease in the gallons of mash sei­

zed, and an 11 percent decrease in the number or arrests. 

AS a result ot concentrated enforcement activity, sub­

stantial progress bas been made in the drive against 

"moonshine" violators in the southern States. Despite 

the generdl improvement in the United States as a wbole, 

the metropolitan areas of the North and Bast showed some 

increase in the syndicate-controlled operations of il­

legal alcohol distilleries. Progress is being made in 

the effort to suppress illicit distilling , but preventive 

measures have become increasingly important in the general 

enforcement objective. 

10. 
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NARCOTICS AND CUSTCI.18 VIOLATIONS 

Another major drive was dir ected against smuggling 

and ~raft1ck1ng in nar cotics. The Bureau or Narcotics1 

and the Customs Agenoy Service, now knowu as the Divi­

sion of Investigations and Patrol , Bureau or CUstoms, 

wi th the assi stance or the other entorcemen~ agencies, 

notably the Coast Guard, coordinated and concentrated 

their forces at the vulnerable points or entry in New 

York City, the Vleet Coast , and t he Southwest, in an ef­

fort to break up ertensive criminal syndicates. The re­

sults have been encouraging. Many or the major illicit 

combines were suppressed and the conspirators prosecuted. 

By 1938, t he increase in narcotic prosecutions in New 

York City required the appointment or three additional 

prosecuting attorneys. The operations continue but on a 

reduced scale. The war blockades baYs suspended the 

European source or supply and the greatest activities 

are now on the West Coast. Enforcement tactics in trail­

i ng vessels suspected of carrying narcotics, detecting 

nar cotic smuggling acrose the docks , and combating the 

traffic ashore have proved highly effective and affor d 

an excellent example or what can be accomplished through 

intelligent coordination. 

An outstanding accomplishment or the Customs Agency 

Service and coordinated agencies following repeal was the 
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o~se against the Canadian distillers tor liquor smuggling 

which resulted in settlements aggregating OJ , 500,000 and 

bail bond f orfeitures or $200,000. 

During t he f iscal year 1940, the Customs agents made 

an extended inveetication into the f raudulent registry ot 

approximately 200 American vessels. They were documented 

under t he American flag as the property or United States 

citizens but were found to be owned by aliens , pri.noipally 

Japanese. uany ot the vessels have been forfeited and 

l i bel proceedi.ngs are pending against the others. 

COAST GUARD AND CUSTOI.!S COOPER.<TE 
IN N.:.Vl'RALITY L.l!.\f tliFO RCEUEr-'T 

The Coast Guard had one of t he busiest years in its 

history , its work being greatly multiplied by develop­

ments arising out ot the war crisis. The Coast Guard, 

actively engaged in the prevention or violations ot the 

neutrality laws , is closely coordinated with the Bureau 

ot Customs. The value of Treasury agency coordination is 

amply demonstrated in the smoothnese or cooperation eetab­

lished between Coast Guard and Customs , and by the present 

expedit ious and efficient handling of the many difficult 

and delicate problems growi.ng out or the eme.rgency con­

fronting the country. 

Coast Guard ves sels cruised 2 ,182 ,706 miles last 

year. Coast Guard aircraft flew 1 , 219 ,082 miles. A to­

tal of 4,510 vessels were trailed by Coast Guard vessels 
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l n the work of prevon~ing ~ha smuggling of narcotics . 

Pu1·suan~ to t hei r l r.speotion and other duties Coast Guard 

o1·r1cers boarded 37 ,617 vessels. There were 1 ,208 vessels 

re?orted for violations ~~ subject to fines amounting to 

~17 ,619 . There were 18 vessels seized for violations, 

tau val ue of such vessels and car~oas ~ounting to ~80 , 750 . 

A total of 4 , 397 radios were seal ed on roercuRn,; ves sels . 

In neutrality law oni'oroement 163 ,119 vessels were i denti­

fied . ~~nts on 60) merchxot vessels were i ns?ected. 

In cooperation with Alcohol Tax Unit, 718 illicit di s ­

tiller ies ·.vere located, 75 stills seized and 1 , )50 gallons 

or contr4b~d liquor SdiZed. 

TAX LA'•I VIOLATORS 

ilbile cooruinatod a"t acks against smuggling , boot­

leJging , and narcot ics were progressing , an intensive ce.m­

pai&n \Vas conaucted by t he Intelligence Unit in its con­

tinuous efforts against. tax l al¥ violators . !!any difficult 

inv.ost i gations were undertaken und carried to a success ful 

conclusion with tho complete cooper at ion and suppor t of 

the other agencies of t he Bureau of Internal Revenue, par­

ticularly the corps of inter nal r evenue agents . Some of 

these cases involved large- scale income tax evasions and 

rankod in importance with the l <1r ges t oases that nave been 

won in the Federal cour ts . Among the more i mportant 

oases won were agains t Johnny Torrio ln New York, 

1) . 
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Thomas J. Pendergast ot Kansas CitT, Ringling Brothere • 

Circus ot Florida and New York, William R. (Bill) Johnson 

ot Chicago , and, more r ecentl,-, ll. L. Anne.nberg ot Chicago 

and Philadelphia. Other important inYeetigatione are pro­

ceeding a t the present time. The efficiency or the tax 

stt~.tutocy weapon in bringing to justice elusive and no­

torious violators or other laws hae been demonstrated 

repeatedlT• 

Successful prosecutions or nationally known racket­

eers , grat'ting public orticials , and others rroa all walks 

or lite have resulted in substantial collections or taxes, 

Also important haYe been the indirect results through the 

tact that public exposure ct tax evaders ot prominence 

stimulated proper tax paTments by manT who realized that 

criminal prosecutions in their cases might result it the,­

attempted to make fraudulent returns. Special driYes re­

sulting 1n the "hot oil" cases 1n the southwest and in­

Yeatigations ot racketeer ring violations in Kansas Cit,-, 

Boston , Chicago, Atlantic City and other cities haYs pro­

duced numerous successful prosecutions. Violations or 

the National Firearms Act and attempts to defeat the p-r­

ments or taxes on tobacco, social securit,-, and other 

miscellaneous Yiolationa haYe culminated 1n succesetul 

prosecutions. 

In the fiscal Tear 1940, special agents or the Intel­

ligence Unit obtained the indictment ot )60 persona tor 
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ov~sion of income or oth er t~xas . During t he year 147 

per:;ons were convicted 11I!d g iven prison Silntences and 

c~~~s aguinst 224 per s ons are still pending . Those con­

victed were fined 0266 , o40. Additional t.1xes and penal­

ti~~ ,;.:.t .. tlill8 ·?)) , )19 , 06) were r ecol.llllended fo r assess1:1ent 

in cases investi,ated tiurins th~ y usr . 

. .oong those ind i cted were 52 1!\(,ividuul s for atter.pts 

to c·; o.do t he ~oci •l s~curity tax. Tt.ore were 37 convictions 

.vr ·tioL.tion~ of' thu National Firea nns \ct . 

Per il .. p.o the out .>t.Uldint: ach~evewnt. of the yea r was 

tho co:wic,;ion o f : OLes .L • • ~-menber~ , :~ho ple~ded guil ty 

to ch~rges or incoce t ax ev~sion ~nu ~£reed to pay 

.~ . ouo , ooo 1n settlement or his i •• uomo t~x l iatllity. 

h~ "- no'·' s e rv ing <.1 thr ... e - ye ... r pri~on a~.ut.o:mc e . 

CC1..";lT~l,£~.:TD:G DrtOP..> TO t-r.;,; LO,/ 

Ti;e .3ecret Jervice in ... u:;urtlted a pl·o;::r..m of public 

eauc E. t< i on in detectint; c ount er f e it coney . In the "Know 

Your t.oney" campui~n humlr.,ds of thousandt of busi ness 

houses were visited by Secret .:;ervice a~ents t o show mer­

chants and thei r employees how to de teet cow1terfei t woney . 

T.•e cor.r'erences with businessn.on were ~upplemented by mov­

in~ pictures, r11t io broadcas,;s , lectur es , pul l icity 

through newsp,.per a , t!Ut;azines ...nd t hr ough other s.v:~.~ l!il:le 

cl.a:mel s . The effectivene ss or t he pro~;ram i s evidenced 

by the r educt ion of counter l'eitl ne to tho l owes t in h l .>tor; . 

15 . 

4.2 

Regraded Unclassified



The "veragu ye11l'ly tot a l of counterfeit money de­

•uct~d by this us~ncy from 1934 to 1937 , inclusive , was 

v759 ,105 .32 , as cocpared with e378 ,682 . 10 during 1938 , 

or less than one half of the average for the pr eceding 

yc~rs . Secret ~ervice arrests during the 1940 fiscal 

yeur , totaled 3,281 pn·sons , 2 ,222 of which were in con­

n~;~c-.; i on with check forgel·ies . In the cases tried, 97 

percent of 2, 897 persons wer e convicted , whlle 893 cases 

were awaiting trio.l at the close of the year . During the 

la~t year, the public lost $51 ,737 .42 through acceptance 

of counterfeit coins . Ther e was an i~pressive reduct i on 

of 50 . 5 percent in the losses to t he public through ac­

ceptance of counterfeit notes , a drop from ()294,057 i n t he 

1939 fisc al year to ~145 , 644 in 1940 . Spurious cur r ency 

seized before it could enter into circulation amounted t o 

, 91. ,589 . 

The resul t s of the wor k of the coordinated enforcement 

o,;<Jncies are rel'lected in the following t able , which was 

furnished to ~c by the Director of the Bureau of Pr i sons or 

t he Department or Justice. ~ais t able shows the number or 

peraons convicted and sent to prison in Tr easury l aw cases 

und io other Federal cases for the fiscal year ended JUne 30 , 

1940 . 
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Convicted Committed 

CustCIII8 185 51 
Counterfeit and Forgery 2312 1487 
Cold Act casee 24 6 
Internal Revenue 120 42 
Firearms 42 23 
Narcotics and UArihuana 3047 2250 
Liquor 18221 10003 

Total Treasury 23951 13862 

Other Laws 16027 9141 

Total 39978 23003 

An analysis of the above table reveals that 59.9 

percent of all convictions and 60, ) percent of all commit­

ments were in Treasury cases. 

PERSONNEL OF ACENC IES 

With the aim of developing the Treasury investigative 

forces to the highest possible degree of efficiency, sur­

veys or personnel have been made in all agencies . When 

inefficiency became apparent, necessary changes were made. 

Undesirable agents have been dropped. Other agents with 

records of accomplishment and exceptional ability have 

received promotions , some of them to supsr.isory positions. 

In addition, the policy or carefully investigating the 

character and ability or applicants tor appointment to 
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these services bas bean continued wi th the result that 

appointments have bean made only or those round to be 

best qualified. Consequentl y , I firmly believe that 

the character and atticiancy or personnel or each or 

these organizations is at this time at the highest peak 

in history. 

In 1936 , the Customs Bor der Patrol, with 525 in­

spectors , was transferred tram the Collector s or cuatoaa 

to the cuatoDLB A8enoy Service tor batter coordination 

and ths development or a united rront against smuggling. 

During the last year, a.lllllggl.ing baa been autticiently 

subdued to warrant the return or a large number or these 

Customs patrolmen to the otticaa or collectors Where 

their assistance is needed i n current law-entorcamant work. 

In 19J6, employees or the Bureau or Narcotics stationed 

abroad were transferr ed to the CuatoDL8 Agency Service to 

centralize in that service t he supervision or foreign 

narcotic investigatione. Tbs war baa made it necasll81')' 

to recall 110et or the agents tram J:urope and they are now 

distributed a.ong the Y&rioua district otrices of the 

Custoaa Agency Service. 

The general personnel situation in the Treasury 

Department baa been t.proYed by t he work or the antoroe­

mant agencies, The Intelligence UDit has conducted maD1 

invsstigationa or serious charges againBt per sonnel in 
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the Bureau of Int ernal Revenue and other services . For 

i ns t ance , aft er investigat ions in ono or ganization , five 

supertisory offici~ls were decoted for incompetency ~nd 

t her e 11ere thir t y-one separatittns of agents for cause 

und c iQht tru~sfers . 

Tne \ti sdom of t he policy r equiring Intell i gence Uni t 

i nvastiga'!; ion oi' a 1>pllcant s fo r pos i tiona in t he Bur eau 

or Inter nal Rovonuo and other br anches of the Tr easury 

Department pr i or to appointment has been ful ly demonstr ated 

by the r e j ec t ion of 2 , 443 appl icant s fro~ a total of 13 ,031. 

JP:cr ~DZD TR..n ;n:c 

~na Enforcewent Tr~~ning Divisi on f or the coord i na t ed 

agencies has per for med a vary useful \tork in gi vi ng spe­

c i .tl t r .. ~n in~ t o Tr eusury i nves-cigative personnel. A 

re3ular sys t em of schools t hr oughout thu count r y was l n­

~u_urated in 1937 ~d h~s cont i nued 11it~ excel l ent r esul t s . 

Pr act i cal l y all of t.he l aw- anror cea.ent olficers of 

the Tr essury have compl o'!;ed t he prescribed cour se of in­

struction . In audition to t he gener a l cover age of criminal 

i nves t i gation and law , t he course embraced various special 

6Ubj ~cts , such as t ax f r aud and per sonnel i nvestigations. 

w·lec ted i nvea t. i gat.or s were L~structed in t he techni que 

of l if t i ng anu co:lp<~rine latent f in3er print s and in moulage . 

•rney , i n t;urn , t. .. u(;ht other eupl oyees of t he agencies bow 

to t ake fingerpr i nta of arrested per sons . They also 
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described legally approved methods or preserving evidence 

r ound at the scene or crime for scientific study by ex­

perts, preliminary to its introduction 1n court. Techni­

cal instruction was given to Secret Service agents con­

cerning the printing or currency in the Bureau or EngraY­

ing and Printing and the manufacture or coins at the 

Philadelphia Mint . This study served as background prep­

ar ation for the "Know Your Money" educational campaign. 

~IMNSHIP TRAlNlNG 

All a.rmed officers or the enforcement services are 

trained in the use or firearms and competitive matches 

have been held to stimulate interest. Participation in 

registered matches sponsored by the National Rifle As­

sociation is encouraged. Trophies and medals tor winners 

have been donated, or otherwise provided, and an excellent 

spirit or competition bas developed. 

The principal competitive event or the year is an 

annual match held in washington, D. c. during August . 

Selected teams representing each agency compete for Treas­

ury medals and custody of the Secretary's Cup. Following 

this match, the rive men with highest aggregate scores 

are sent to Camp Perry, Ohio, where they take the police 

training course and participate 1n the National Latches. 

This t r aining cou.r se qualities them as instructors in 

small arms defensive combat which includes the Thompson 
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~ub-w&Chine &un and rough- and-tumule !i6hting. A system 

of qualifioa~ion and semi- annual requelifica~ion has been 

est"blished. 
Under this progr am we h11ve devolopod shooter s who are 

known nutionally as Treasury Team No. l. This team bas par­

ti c lp~ted in the pr inci pal register ed matches hel d dur i ng the 

past three years at Cincinnati, Tampa , ~iami, Detroit , 

Los . .ngoles , Fort Francis E. '.Varren , .1nd Bu1'falo , and in 

the national matches at Camp Perry, Ohio. They have won 

llll!ny trophies each yeo.r :.nd have oefeated all military and 

police teams at one time or another . This team holds 

national r ecords in the 22 caliber , 38 caliber and 45 

o"liber classes, and several of the individual members aleo 

hold national records . In the "American Ri fleman " listing 

of the thirty r anking shooters in the United ~tates there 

uppenr tho n~es of eight Treasury enforcement of ficers, 

i ncluoi ug two Coast Guar dsmen . The nearest to this record 

is the Detroit Police with tour men in t he first ~irty. No 

other organization has more than two among ~he first thirty. 

I~ is bratifying to report tha t practically al l of the 

enforcement offi cers of the Treasury Department are now 

qualified pistol marksmen . The system of pi stol training , 

formerly administered by the Coast cu~rd coaches , now 

functions under the ~forcemant Training Division . The 
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f iel d direction has boen placed under the district co­

ordinat or s and agency personnel coaches are used, thus 

eliminating considerable erpense. 

EN70RCEIC!tlT LEGISLATION 

Soon after the or ganization ot the Alcohol Tax unit , 

i t became apparent that in order to obtain more ettective 

ontorcement ot the liquor laws , it was essential to estab­

lish adequate control ot the raw materials uaed in the 

production ot spirits. Accordingly, •oint Resolution 373 

was enacted by Congress on JUne 18 , 1934, which provided 

tor the supervision or raw materials used in disti111ng -

primaril y molasses , sugar, and similar products. Many 

violators shifted to denatured alcohol and solvents. 

Additional legislation - the Liquor Tax Administration Act 

ot 1936 - was enacted and thus the system ot control was 

s trengthened. 

The Liquor Law Repeal and Bntorcement Act or 1935 

provided tor the seizure and torteiture ot automobiles 

used in illicit traffic and under this legislation the 

Alcohol Tax Unit has supplied both ita Enforcement and 

Permissive Divieione with a sutricient number or oars 

to provide adequate otticial transportation. Many ad­

ditional vehicles have been transferred to other activi­

ties through the Procurement Division or the Tr easury 

Department • 
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Through the cooperation or the State Department, cer­

tain foreign countries which were major sou.rces of contra­

band , promulgated regulations either embargoing e~ortation 

ot alcoholic liquors intended tor illicit traffic in the 

United States or requiring vessels leaving their ports to 

execute bonds to insure cargo delivery at the declared 

destination. 

The Marihuana Act or 1937 placed a new responsibility 

on the Narcotic Bureau. Since its passage, more than 1 ,000 

persons have been arrested tor the illegal sale or posses­

sion or marihuana or its products. A system or e~ort au­

thorization for cannabis products was also authorized under 

this Act . 

Legislation has been enacted increaeing penalties up 

to not more than ten :rears tor second offenders, and not 

more than twenty ;rears tor persons having a record of three 

or more convictions for certain violations or the Federal 

Narcotic Laws . 

Section 806 ot the Revenue Act of 19)6 amended the 

Harrison Narcotic Act to require that each applicant tor 

registration be lawfully entitled to engage in the business 

tor which registration is sought, ae a condition precedent 

to registration. The Secretary' s appeals to the Governors 

ot States urging the revocation or licenses of physicians 

convicted or narcotic violations have proven most effective. 
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Regulations i ssued under the Import and Export Aot 

have revived the export procedu.re tor narcotic drugs and 

pr ovide f or formal export permits. 

The Act or August 9, 1939, which authorizes the for­

f e i ture of ves sels , vehicles, and aircra ft used to conceal 

or transport contraband of whatever nature , and specific­

ally designating narcotics, counterfeit money, and illicit 

fi rearms , has proven valuable. Under thi s Act, the Bureau 

or N~rcotios and the Secret Service Division have seized 

and caused to be f orfeited, automobiles wbich were not 

subJect to forfeiture under any other existing law. The 

Intelligence Unit has seized several automobiles used in 

transporting illegal firearms . However , the Act is not 

sufficiently specific to provide for the seizure of con­

veyances used to transport marihuana. 

The Intelligence Unit has offered suggestions and 

r ecommendations for amending the Intornal Revenue laws, 

the recent "loophole legislation" having resulted from a 

thorough survey in which special agents participated. Aa 

you may recall, a tax freud investigation by this Unit 

first revealed the statut ory detects wbich ware corrected 

by the new legislation. 

Following repeal, many United States attorneys en­

gaged too frequently in the practice or compromising serioue 

violations of the liquor l aws, thus threatening to undermine 
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the enforcement program. Such compromises have been 

reduced to a min1mum ae a result or action taken by the 

Treasury Department. 

COtiCLUSION 

ID summing up the accomplishmente or coordination 

during the past year, I first wish to express apprecia­

tion of the ground work laid by the officers of the Coast 

Guard when they were directing the activities or t he var­

ious enforcement agencies in a coordinated ef fort to com­

bat smuggling and in training the armed personnel or the 

Treasury Department in the use of small arms. Because or 

emergencies which have arisen they were unable to con­

tinue these activities and District Coordinators in each 

ot the Treasury Districts have been chosen from the dif­

f er ent enforcement agencies to carry on coor dinat ion and 

markSIIWlship tra ining. The coast Guard, however, still 

occupies a prominent place in the enforcement picture and 

is a val uable and necessary arm of the Treasury enforce­

ment group . 

The past year has been one or pr ogress and accom­

plishment in respect to the laws enforced by the Treae­

ury Department as outlined in this report . I reel that 

this is in a large measure due to the coordinated ef forts 

put forth by the several services which have worked 

25 . 

52 

Regraded Unclassified



together as a team on many import ant oases and brought 

them to sucoesstul conclusions. The motto or Treasury 

personnel has become , "We will help you" and this applies 

not only to Treasury functions, but to other Feder al 

Departments . I know that we shall extend and consolidate 

the gains thus tar made. In addition to doing this , we 

have mapped out a forward looking program. The personnel 

ar e enthusiastic because or their accomplishments during 

the past year and are eager to extend coordination into 

non-Federal fields . I want to take this opportunity to 

say that the personal int erest or Secr etory Morgenthau 

and Assistant Secretary Gaston in enforcement matters and 

in coordi nation is a stimulating inspiration to the entire 

enf orcement personnel. 

January 2, 1941. 
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THE AOVI!IJRY COMMISSION TO THE COUNCIL f# NATIONAL D&UIIE 

WAIHIIII10N. D. C. 

The lkmon>ble 
The Seoretar)" or the Treasury 
llaebillgton, D. C. 

Dear llr. Seer• tarT• 

S&turda7 
~~ 18, 1941 

Tbia 1lill ackDowbcl~e .--:l.pt. or JODr -rlci4Dt.:l.al 

let.t.ar aclclreeaed t.o lh-. Gallo Dlmn. 

llr. Dulm ia iD 1 .. York t.oclq, ucl I b&" aclrlaecl b.1a 

by telephone of it.e receipt.. Re ie re~ t.o ••bingtoG 
on Sunday, the 19th, and rlll be here all of tb&t. welt. 

Sincerely yours, 

... "" ... 
:1: ""' 

3& 

-. v; -~ 
" ~ ~ 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER OJ'J'ICE COiolloiUNICAT10 N 

DATil J&nWlJ'7 18, 1941 

Secretsry Morgontbau 

olr . K1&UI 

Tne Diet re port on Total i t arian prop&Cftnd8 at&teo &mong otbor 
t;J IIl61 tbnt . ,. nl&h official In tbo Unite~ Statoa OuotOM Servlca 
Ill' I ,.4• the f ollowing oboenatlon v i t h i n tho paot ton~~. • MlBOl;r 
t!>J!t oro011g811<lo ... teriAl vis Ruoola and Jal)all boo been co•lng In In 
!ncreaoed quantitloo 8114 that It lo eddre oood t o thouoando of 11141vldualo, 
aehoole. colle~•· · bua1neaa bousea, etc .• 1~ the Uotte4 Statea. The 
no!nt of tho report 11 that legialatlon ahou ld bo e nacted to exclude 
fro• t ho be neflto of t be Univoroal Pootal Union &greo:.nt (UDder which 
u.lo country carr in fore i gn all froo wl thin tbe UnHod St &tea) 
oro~n<la t ha t lo directed &Cftlntt the United Stateo . 
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TREASURY DEPARTMENT 

, ...,_ .. OI'P'ICK COMMUNICATION 

Mr. CochraD CONFIDENTIAL 
Rech'ered •'•~11A& \ruoacUono of \be reporUq 'baDD wre ao t ollova: 

Sold \ o co ... r clal concerne '10 , 000 
Purchaoed tron co ... r c l a l concerno i65,000 

Optn .. rt., otor llnc vae tlret ~ted at 4. 0}-1/2, Around a1d-aorn1nc it 
oond 'o 4.03-l/4 , ud cloted a t \bat leftl, !J'&IIeacU one ot the reporUnc 'baDke vtre 

' 
Sold to co ... r clal concerne -o-
Purcbaat4 troa cc ... rcial conceru J. 11,000 

Olooinc ~'a\lono tor \be other curTtllcill vue ae tollove: 

C&lla4i&ll dollar 
Swlu troao 
Svldly krona 
Relchaaazt: 
Lira 
ArC'Il, int pteo (tree) 
Brasill~ allrele (tre•) 
llerlcu pu o 
On!>an puo 
Q>ia .. e ;yuea 

lio '"" pld o~ellh .,.,. reported, 

14-1/Sf, dilco""t 
,<'J21 
, 2,3115 
.4005 
, 05()5 
, 2J60 
, 05()5 
, 2066 
5-,3/l~ 41ocout 
.05-J{S 

rht Boabq f014 price VII ~ hi4!1>er at the equhaltD\ ot $}4,00, BilYtr vao 

t quholen' t o 44, 7~. "Q 1/Sj. 

!'ht federal Raoer1'1 llaDI<'• report ot J&ll-...rT 15, ll.a\inc d.pooite ot baDke in 
Alia with tht J ew Ton: eceacile ot J~lt 'bultl, llhovld \bat Rdl .t.pclih totaled 
$10},420,000, a decnaae ot ,1,2'}} ,000 oinoe .1&-...rT S, lloe\ of the c:bazt.p in 
4tpoeUo took place on the 'boolto of the T~ llplcie llalt1 o l ev Tozt: apaq, !be 
l atter• 1 prbc1pal dollar lia'bll1U11 to &114 dollar claiao oil Jqctlt banlto in .Uia 
etood ae tollowe oil .7•-...rr 15: 
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l!DUfl5 

ILl•o"'u•a• 1 DepooUo tor l~;~u a Moacnrla. ... ·~.s,o,ooo 
Depo•l'• tor ~laa.••••••• ••••• •• • 36,979,000 

1 U,S, tro ... -11lo, co.a, poper ,e\o, )1 ,~),000 

: Loao•••••·•••• • • ••• ••••••• • • • ••• •• $)7,7)0,000 
1 O\bor - -.!Alr lop, lapor\ b111o,, 15,266,000 
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"'••r tn• J!!e 1 

- .1.~16,000 
• 220,000 
• 70),000 

- $2,156,000 
• 2,~12,000 

CONFIDENTIAL 
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1&11U&l'T 18, 1941. 

To: Secretary Korgonthau 

From: llr. Gast on 

You asked ae yosterdar to tlDd out wbetber 

Cout Guard o r t.mlgreUon hod cueto4y ot t be escaped 

Franob conT1ets now ot San luan, Puerto Rico, and wbicb 

eeM'ice ...,. bearing t bo expense ot llla!Jltalnins tbem 

wbUo wo are awa1t1Jlg turtbor lnotrueUona. We s ent a 

priority m.oosa ge yestordar to San J'uan and roooi vod a 

reply t ha t tbe pr isoners aro housed 1n tbe district 

jail at San :ruan and tba t tbo x.mtgration Servi ce 16 

earlDg tor t .bo expenu ot their maint onuco. 
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~/2657-220 
!lo. 296 

SITUATION REPORT 

I. West-em Theater ot Tlar . 

11.1.0., ti. D. 
JaniW')' 18, 1941. 
12:00 II. 

1. Air Force Operations. Bad weather continued . 

~: Limited ortenaive operations b)' the R.A.F. 
Coastal C<:m:oand. 

Night: German. lloderate attacks around the Briat.ol 
Channel and over London. SWansea was attacked !airlf heavily. 

Night: British. Sl!lall raids on Brest, Cherbourg and 
two airdranos in occupied France. 

II. Greek Theater of Uar. 

1. Ground. The Greek Co!lll11lrtd reports the capture of 
1,000 Italians of t he 7th (Lupi di ToscMo.) Division, not prerlously 
reported in .'U.bani.a . Otherwise no special act ivity is reported . 

2. ~. No operations reported. 

ni. llediterranean and Atriog,n theaters of War. 

1. Ground. llinor activit)' around Giarabub, Libya, and 
on the Bthiopia--Kenya frontier. 

2. ~· Liadted activit)'• The Sues Canal zone was bomb-
ed, as was Port SUdan. • 

1!2!:!: Thia military situation report ie issued b)' the llilitary In­
tellisence Division, General stat!. In vin of the occasional in­
clu.eion of political information and of opW<>n it is classified aa 
Rutricted. RES'miCTl!l! 
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January 20, 1941 

Jean Konnet called on me at 8:45 Monday morning 
at~ request. I asked him whether he wouldn 't please 
look into the whole airplane engine situation as I felt 
that everything under 2,000 h.p. in our planes would 
just be out of date by the time they got into the air. 
It seems to me that the place to get 2 000 h.p. engines 
built 9uickly would be to have them bu1lt at the Curtiss 
plant 1n Paterson and at the Pratt-Whitney plant at Hart­
ford. I think it was a mistake to order 6,000 Rolls Royce 
engines, and that it would be better to cancel the order 
and lose the money rather than to get engines 12 and 18 
months from now which would not be as good as what the 
Germans would have at that time. 

I then asked him what happened Friday night at 
Bullitts, which he did. Jean Yonnet hnd an accurate 
picture of the whole situation. The only part that he 
didn't seem to realize is that Knudsen is ta.king the position 
that from now on, or rather after the bill passes, he only 
expects to place orders for U. S. standard types, both for 
ourselves and for what the British need. This leaves the 
Bri tish in the position t hat they are going to have t o find 
the money with Which to place orders for Br itish standard 
materid . 

Konnet said t hat Friday night Judge Patterson just 
couldn' t or wouldn't understand the situation, and was very 
unreasonable about it. He said that the coolest, clearest 
head there was Lovett, which interested me very much. 

I poi.nted out to Konnet that I had been waiting 
now at least a week to get froa them a priority list as t o 
what they need the most, and I told him t o be sure to have 
the list show what they wanted to have of U. S. standards 
and what they wanted of British standards. He also wanted 
to know whether i f they got $160,000,000 could they place 
an order for four times that amount end not make any down 
payment. He .quite agreed with me that all the securities 
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which the English now have are earmarked against outstanding 
orders, and that these seouritiee could not be used twice. 

I told Monnet that I was glad that at last the A~ 
and Navy were getting excited about the situation, but I 
hoped the British Purchasing Commission would keep their 
beads as this was no time to gat excited. He agreed with 
me on that and said that both Purvis and Sir Frederick 
Phillips were keeping their heads, but personally l ' a not 
so sure of that. 

Konnet said that at Bullitt' a dinner was Felix 
Frankfurtert KacLeiah, Patterson1 Forreatal, Frank Inox, 
himself, an11 that Purvis joined !lim afterwards. Bullltt 
took practically no part in the conversation and didn' t 
seem to know what it was all about. He made the same 
remark about Felix Frankfurter. Konnet was here with me 
about 45 minutes altogether. 
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calfllll'l:TLU. 

H()l.l)fellR51.!ASE 

ICI< THE l'1l!SS 

1!01.1) rot REIBASl! 

JIJIWJIJ :tO. 1941 

1no !ollowins, tile TlUrd tnacli"J'ol Addrvu to be delivered 
by Frar.lcl!n C. hoocevolt, !!!§! ~ !ru l!! mltt COjiH!n.C! L1CI no 
}JOt't.ion, eynopais or intJ.r.ati.cm a J\111 be releaatd until 1t.a delivery 
actWl,y hao begun . The sue rcleDae ot the t•xt of the addrca-s also 
a;.;lioa to rocUo ~era and nne c.o1r.: ent.atore. 

CAov. ~UST BZ RX!:hClS!r TO l'REV::JiT ffin<A'i'\IRE ~UBLICITICN. 

STEPHE!< FJ IU.Y 
Socr ot.ar.v t..o the President 

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

On caeh national day or lnausurauon oln<e 1789, 
the ;ecple have rGI'II!Tied their tlt:nae of decli.eallon to 
IJle Unite<: States . 

1n '\ashlnston' E day tho t.aak ot the people wa..s 
to c~ato and weld togett•r a nation . 

ln Uneoln•:;; ea, the t.aek of t.he peopb ... to 
preserve that nation frolri disruption !ran within. 

lr. t~a ~ the ta~k o! the peovlo iG to save 
that nation and its institutions tror dioruptlon from 
without. 

To us tht.re ha5 com.e o ti.l!lo, ill tt\oo midet. o.r 
ewil't ha;penings, to pause for o r...()r.)(lnt. and ta.ko e toek -
to rtcall wha.t our place in history hac boon, ai'Kl to 
redbcover whllt wtt &N!I and what ~• N.D.)' bt. If WP. do 
not., wo r Ulk tho rtcl paril of Wct.ion. 

Lives cf nat.io.w ar-e det.o~intd not. ty the 
count. or yecrs, but. by t.he llfeth;e of tho huu.n :Jt)irit. 
Tne lite of a can is ~t~score yeara and ten: a little 
cor~, a little leLs. ~ 11lb ot a nation io tho 
1\ll,nua or t!'w!l ~ure ot it.s will t.o lho. 

':here an, r.en wbo doubt this. 'n\er. ar• &..Ul 

who believo t m.t. cle=xracy, as a !01"1:. o! cowernr.ent. and 
a r raae or l~tc, la lLL!ted or :eaaureG tJ a kind or 
~atic&l and artificial rate - that, tor eoc.e ~moxplained 
r eaaon, tyranny and slavery have becoeo t.h' tur&lng 
wave ot t.ho future - and th.at treudoe: 1a an obbint. tl~. 

eut we Americana know that thla 1o not true. 

Eight yeal't- a t;o, whon t.hCI lifo of t.h1o hopublic 
oo~mcd frozen by a f 6 t a list1e t~rror, we pr ovod that. 
thi.a ie not true. ,.,c wcrn 1n tl\o !ddat. of ahock - but 
wu actod. lie scted quickly, boldly, doc1aively. 

Those Ut.¢r y ears h&vtJ bucn llvinc years -
t'Nit.t\1.1 )"C4r8 for t be people ot thl• dCIIOCJ"GC)' • For 
t.hoJ have. brought to ua gr(:at<~:T eec\."r it.r and, 1 riiJpe, 
a btt.t..or unccrs~ U•t Ule •a idoal.a aro t.o t:. 
... ._ In otller Ulan uurw ~hlnll·· 

loat. vital t o our ;tt'esent. •nd 01:r f'U'\.ur' U 
t.hic Upcr1C"'IC:C of a de::oeracy 1f'h1et\ 1\ICCCSIMly 

NTYhcd c rista •t tx:.:lc; put aqy A I\/ nll t.h~a; 
bu.Ut. nc.rw structures on c.nch .. f"in; llnct; and, t.h.rou.ah 
1t. all, Clll.nt..ained ~he tac t or 1 t.a ~o.ecraey. 

82 

Regraded Unclassified



- 2-

For oct.! co has 'be111 tu., ""'thin U. ,....,.~ 
!'raotiiOrl< of ll>e Conr.itut.ion or ll>o uni~ Sl.etoa . 
i'tle CO<Jrdln•t• bMi:lChes or the rover.r~n~m. oonUr.»e 
lr .. ly to tunction. The Bill of Ril;hto rtD&ino 
1r;w1olato. 1he treedOCI c f cl.eet..iona 1a -.tloll;y 
...ainto1nod . Prophets of the down!oll or Americon 
deaQcrncy t~D.ve eeen t.heir dire JrOclictJ.ona COIDI t o 
nau:;ht . 

···• kM"I it bec&U.ee we hovo oeotl 1 t. revive -

,, , know it cannot die - beccuDe it lt buU t. 
on the unhanpered initiative of imivi<iual r.en and 
110::11r. Joined t<lfethcr in a co~r.ron ont.erpr'ile - a.n 
tr.terprhe urw!ertcic:en mel caJ riel t.hrourh by U\e tree 
ex,rot!lon or G tree ca~ority. 

~· :.e kn?W it Deeatu;e ~ec.xr.lc::y alone, of all 
ton» or (Ov.a-r-..mtnt, enlitts the full force of r.en '• 
enl1(hWlec! 1till • 

.• e Know i t boeaute G.uocr tcy alor• h•e 
constructed an unlini tel civilizntJ.on cepoble or 
1n!Sn.1t.e 1U'O€'t'eS~ in the 1Jnprover:.on\. of hUlen l ifo . 

't e knol: it because, if r.e louk oolow the 
eu r r:ce, we senso it still s-prend.n.g on every continent ­
for i t b t.he rr.ost. h\lJfla,l'le, t.ne Jtl06t. odvMCed, and in 
t.ho end t.~e :not:t. unconquer.:ble of all 1'onna o1' hum.eu 
=oc toty . 

A nation, like a pcraon, haa o tod_y - a OOdy 
t.!11t. r:ft,l;. t. be ted end clothe~ a tid hou&.od, invicorct.ec! 
anc! nat.eod, in & man::_cr thct. ~l!a.sure• up t.o t.he 
obJtctivos ot our t.in e. 

A r.ation, lik..o~:J,peraon, h~c a aurd - a a1.nd. 
that a.u:~;~o be kept Worr.ec! ar.C alert, thtt. DJit knac 
1t.aelt, t h.t:t. un:!erst.auis t.h6 hopee At:d t."::e need$ ot 
ita nelrt:.bors - dl lobe ot.hcr nct.tor.a t.hcl livo 
1l1tiln tht: narrQld:-~ c1rcl<; of tho •orld. 

ArrJ a n&tion, lllea.reraon, hc.a ~r:AW.ns 
dOe;"~tJr, somct.hinG n:ore :>em~ t., •cu:et.h.lnt k. rg6r 
t.ht~n t.h~ S\U:J o r $ll its parts ~ It. ia that. aomet.hi1l.S­
w111ch matters rro:.t. t o i t.e !'uture- l'hirh calla for th 
tho 1:'1081. sacred guordinc or it.&o presont.. 

It i s r. tt\;&.~ tot• whi oh W(l find it. difricult­
ovon 1mj)()tHii ble - to hit. upon c Gincltot, Dimple "or d . 

And yet Y.~ t.ll undor$t.Md 't:h,.. t.. 1t 1a - t he 
ep1rit. - the faith of Americ:4. It ia tJu, pr oduc t of 
cent.urier. . It. we.s Corn in t.bJ r..ult..it.udca of t."'oee who 
CI:N froo IMnY lends - !O::C of h i &h dwltJ"<Oe, but. tr:Ottl y 
~&in 1-COJll.u - lt1o sousht here, earl y on<l late, t.o 
tl.no! r ... -... mN frEely. .• 

'i'be Ct£;oc r-atJ.c aspir'-Uon ia no .. r s 1'\iCtl'lt. 
phl>o• in hu:ar. hl:;tory. X. ia ll\l:.:n !liatory. It 
pen::.eat.ed the ~nclent. 11rc. or errly pc.o;U.\ls. It blt-&et 
t.'\a• 1n t.he ~~:.1dc!l.€: :..g4s~ It 1"t.t wrri t.t.cn in ~nc. Cut.n. 
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ln \be Aae:ricaa Ua ~c\ b11 bMD lrreel•Uble. 
Aaertca bal beiD tbe New iibrl4 in all t.oac••• to all 
peopl.le , cot becauae tbil oontlDeat ,., a uw.towa4 
laOS, but because all tbo11 wbo c.- biN btl1en4 tb., 
ooQ14 oreatt upOn th1a conttoea' a oew Ute - a lltt 
tb.at abot.Wt be new in treedoa. 

IU vitality wae wrU'toc toto our own Mayflower 
Co~paot , toto tbt Otolarattoa ot ID4tpendeaot, toto the 
COD8~1tut10D Ot tbe Uni ted Statea, into tbt Oettylbur& 
Addreea. 

'ftloae who t1ret c:e.ae be.re to oarr;y out tbt 
loac1D&I ot their aplrlt, e.od the ailltou wtlo t ollowed, 
to! 'b' atock that apran& rro~ thea - all tJA•• ao• ecl 
rorwrd eoaetaatly u4 eonahtentlr towN u 14M.l 
wb lcb 1G ttatlt baa g.ail:Jed atat\lt'e a.D4 cl.arUy wU.b 
Mc.h poeKUOD . 

'!'be llopea ot tba RepubUc c&ADOt torner 
tolerate eltber w:adeee.r•e4 ponrt.)' or Mlt-Mn1fll 
weel\b. 

We know that w atlll ba" tar to &O; that .. 
111U1t aore are.atly build the aecurtty an.d tbe opponWlitJ 
aftd the knowledge ot cTery o1t1z.en, to the aeaau.re 
juUt1e4 by t.be reeoUTeea u4 tbe oapeolty or tbt u.od. 

But 1t is not. eoouab to aohie•• tbeH purpoaea 
alone. I t ta not enough to clothe and teed tbe body or 
tbla nation , an4 inotruot 6n4 into~ lte e1a4. tor 
thoro 11 e.l.IJO tbe spirit . And or tbo tbree, tbo 
graateot is tbo spirit. 

Wt tbout the bo~ and tbt a1ad, •• all aen koOw, 
tbe nation could not ll•e• 

But it tb.e ~lrlt o.:r A.Mrlce were klU..cl, aTec 
tbOQ&b tbe •tlon•a bOd,J tA4 al.D4 , conetrlct e4 ln an alie.c. 
.orlcl, U•.S on, tbe A=arlea w kDOir 1110\ll.4 ban ~rlabed· 

Tbat aptrlt - t.bl.t talth - ape&h to u lD 
our clally U••• in _,... otteo unDOt.lo-.4, beeaua• th*7 
... 10 obt1o~a. I t apeab to u.a bere lD t.bt O.pltal or 
tbe netlon. It apoe.ka to u.e tb.l'O~ tbe proc••••• or 
aonrntoa ln tbe ao.arel&nt.t•• or rortr ... t&ht suua. 
It epeelc.a to us in our oounUee, in our oltlea , 1n our 
\Owo.e , lad in our Till.o&••· It apeaka to u.a rro• tba 
other nattOBS or tbe Hemisphere , and rroa those acroaa 
tbt~ INI - t be onalan4 , a a well •• tbe (.rae. SO•U•• 
we tall to h oar or b&ed tbcae TOtcoa or tNodoa because 
to ua tbo prl'ftlO&O ot our r reodom 11 each an old , old 
etory . 

fte claaUQY ot As.ertoa wae procla11Md in worde 
or prophecy SpOken b7 our tlret Protld.eot in hie ttrst 
lDaUIJural 1n 1789 - worcb a)M)et 41r•cto4. 1t would 
•••• to t bla J'S&r ot 194.1: "'l'bb preMnatleo ot tbi 
Mored. tire ot libtr'V and t.l:to d.eat l4t or tb• republle&a 
eo:lotl ot a.::»• •.ftlaeDt e-.n juatl,J coa.lldue4 •••••• deeply, 
•• • ••• t l.Ml.lJ'. ata.Ud. oo tJ:ae e.rp.rlaot iotrulted. t o 
\bl MAd a ot tbe A!lertcu people•. 
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U uo lose U'...:-t sac~ tire - if n let. it. be 
Motl'.tr\!d •1U, doubt. Em~ t~&r - then 'Wi ahlll roj41ct. 
ft'A~ c~lti:'QI' l'hich •• ash.l.n!:to:'l s trove 10 vLliMt.l.r cM1 ao 
t.r1U~;')ht.ntl)' t.o e st.abli.fh . ~ J)rCI,;TV,tion of t.ha 
:.p1rit. end ft.i t.h. or the ~t.ion docs, and l'iill, 1\Jrnhh 
t.h.r h1t:h"'•t. ju~1.if1cgt1on for every sc.critiev that we 
r..Lt m~ ... i n the ccut.Ci of nntion:.l doafcnso. 

in thv f {lc ... of t rJc.t ptr ils nov.:r be ror• 
... r.cuiH11.tlttJd1 C~u.r :..trot\(' purpot!d is to pro1.oct ard t,..o 
;..•.t"j).. t.~.o c.t.e t.h ... i.'"lt. o~t,_ri t)l oi dtJ:Ocrc;.cy. 

For thir. we aust~r t.t.to !:pir1 t of Alm.rica, .and 
~b. t't !t.h of Nrorlea • 

..,. It) not. r~trc:Et . ·'- art= not cont.cnt t.o tt.G.nd 
:::1!11 . Ar. J...-...l'lcn..,_t., 1tc no torvwd, 1n l.h.. etr"Yico of 
o.J.r cou.:,t.ry, c.y t.h•..t y;i_!.l. of Qod. 
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f'EDERAL RESERVE BANK 

OP' N.:wYo RK 

.TaJIUU)' 18. 1941. 

<XJdf I QM'l AL 

Dear Mr. Secret&r7: ett.cpttqu lr· R. Merle Cosbnn 

I u encl.osiDg berewi th our coapUa tioo tor the 

week ended .January 8, 1941, eboor1Dg doller d1ebure-..te 

out ot the British Ea))ire end Jl'renoh account• at this bank 

end the 11110ana b7 which these e~DC!i turee nro financed. 

l'ai 1 roure, 

t ..... ltDO'Ice, 
Vice Preeidant. 

llooorable llonr7 JIOrgontbeu, .Jr., 
Secreta%')' ot the rna....,., 
llaahington, D. c. 

!ncloJNre 

Regraded Unclassified



p~OD 

1939 - .. loJt• 31 - Sept. . ... , 
St.pt~28 • ~~v. l 
1;.v. ::: • 29 
:;-,.,. 30 .. Inn . 3 

i9jg 
]ll!l o 4 • ~l _ 
ret:. l - 23 
tei. ~ .. Apr. 3 
;.:rr. ' - !.ilt1 • l 
1:1]' !! - ~9 
lby :!0 - Jill¥ 3 
Jd7 t - 31 

Ctt. :i .. 30 
~t. S1 - ttl'r. ~., -1 

P'roe"41 nt Other :~t ID,..r. 
S&lea or er.4Ue ( +) or 

si'>"Ur ltlea !1n>l. 1-1 
c.•_ld_~_ • . _l _(b) .~~~:_a~~~~'·l 

lri>T. ja_· Doe.__31 • J ;l!!'i+-.. ~~'Lr1l'd_.9'~-•r-

!::J;).om lthr<>U()l :rune ~9) 
!tr.land ( eln.. :rWie 19) 

t 0_.! 2. _L q. 5____. --
_ Q.t J.J -

2.1 . 0.6 r-_ 
~----

strl•t~¥ 
'J<OQ[J4~11\1•1 
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O.T - 0.1 
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J:n,luctoo pl.)i!IIDh tor aooount at Bri~ah Pl.u-ol\ee1ns COI!Iniulon., 8r1t1oh Air Wint etry , Brlthh ~pply BcWU'd, Afinhtr
1 

or SUpply 'filrlber 
Control, ODd llinhtry ot Shipping • • 

~")up J'W'It 19 , theee ttgu.res ropreoent total •1•• nt Amorloa.n aeourltles in ScOClnd D1atr1ot "Nported tur a~<J.uu.nt or the On1\e4 Ktnsch111. 
(Proottda nt th.eao alas , however ·,- may not have been Oro4Jted to the Bank or Bcgl.fu:sd' e aooount fn all MMe. } Beg1M1ng wttb the ... k endtd 

1\Uit 26 , tbe t1C'U"'8e represent trenatero f'rC'III the 8&nk ot Moot-rea~ New York Ae;eno~, tlbJoh ia ou.atu41AUI. tor nquhtttnned JlllloriO&D Mel2J"itha 
btJ.4 1D t.b1o country. The tranatera a_pparentq nneot Jll'Oo.Mda at c_•f"tio,iaJ. aeeurlt7 Alee , taoludt.ns tboae te.ndled tbtougb print. cto•l•. 
rraD J'unt 1'1 to JUJ.i' 19 , t~aaotiorie tJi aeo\lrlt1tl ~bh .ln speo1t1ed t<lreig!:l ·C~Qrreootu., bolu4J.Da doll&u, b7 Unhed ti.JI&(ba retLdeata 
." prohibited. • • • • 

~ludtt PQMDte tOr accou:it <1 l"reneh Air Orwa!ea16n and l'ftnob Purobaai.D.S OolathiaD.o 
~:oiu.Jo• odjuotaon> ·tar (b) • -·· · • · 
J.llnut tee alWota tre.ne1'el'Ted t'rala: &O'lOWU:a at Britt lb. autbnrhe4 tii!Lnka with New York banta • 
.About $11 a1llton tranaterred f1'CID aoentmt.a rt Brltt.b authorised banks wttb new YC~o:rlt banta. 
Aboot te .Ullon tre.na.terred t'rc:llm aooowata o.r Brlttab autbor1Hd 'brlnka nu. Nmr Y~rtc banke. 
About. tlO ll1ll1oa tiua.re:rr84 1"rCC:l a.OOM.mta fit Br'1t1'h autbortzed t:e..nk-a 'witb...fJ:rw•Tort but.. -
Mj~Jttt4 to eltaJ.nat• the etteot at 1.210 mllltnn paJ.d 'out on JUne 26 W nita.med·the tnllrwins 4q, • ~ 
.U.OOt t:2 million trua:ternd t :rm. aooOW'lta td Br1t11h authvrized teaa with New-York ba.nlca. 
~.boot $2. mUltoa tra.n.ate~ rrom ab,ounta \'Ct 8r1ttah eutb.orized beaks With Ne-.~o Yflrk banka. 
About $4 Dillion traaetel'Hd t'rQ:I abcounta n:t Bi-ltlllh eut.bor1zed bank.e ~.fb tm- TnrJC ba.nkt • • 

(•) '""~ t6 all lloo ~-•!err~ ,,..... aq~ .... ~. 9r Bnu;h ... t borj.aod b~a w1.~ . 110.. Tork ~·· 
l•j Ahu.\ f l2 ailU oa 't.nu11teZTed troa~caow:rh,o t Bri1.$.1h &u'\b.o~he4 b~~· wit~ lie! York b~k•• 

1 

• • 

lo IDQlu4u ¢J aJ.Woa tranat,rr ed t.o A.Hw Tor~ ba.nk !'or a.coo"'!'t ot ~ ot Gre.•o!~• 
p) locllldo' $2.4 alllloa roc o1ncl l'r-oa Fodoro1 ,..,. ... eallk ot B9oho (A\~Jirol.i:"" • ?Ol), 

I 

• 
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•s•mTs "1 c•enlAIUHD ~r AOQOtiRS 
l.n MUllona ot • 

~•reco..J>t To~noe Out break ot Waf 
~ J&llliUJ a, 1,41 • "' million 

{•) Iacl>o4to $1..5 aillloa vuaferre4 froa a- t ork "" ... , oru r of a CU&d.ian 1>eDl<. 
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«AJHIH4;J~O.C:. 

COUNCIL OF NATIONAL DEFENSE 
COORDIHATOII 0/F COMMERCIAL AND ctJt.11JRAL RD.ATI~S 

8E1WEEII THE AMERICAII REPIJII.ICS 

You r.ill find. h;.~.rtt/1 t h , !"or your 

cont ldentinl ir~or~~ti~n a copy or ou r weekly 

di ~~st of tPe eurrent activities or the v~ri· 

on in~cr-An~rican concern . 

At t aehm!Jnt 
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COUNCIL OF NATIONAL DEFENSE 

OOOROIIIATOR OF me OWRCW. A11D CU. TIJIW. liEU '!lOllS 

II1WIEH lME AMUIICIN MI'IIIUc:S 

January 20, 1941 

'lfEEXL Y PROGRESS IUlPOIIT 

Oil ACTIVITIES Ill RBI..UIOII TO Till OTI!EJ! AMERICIJI REPUBLICS 

C<IIIIBRCIAL 

De.,.lop .. nto in Commoditiea 

Central .U.orie>&~~ Luaber 1 lntonaation is boin& aaaembled ooncernin& 

tho pr04uctlon capacity ot .ariouo ti&bor operationo in »oxico and 

Central .Anerioa which mi&ht aupply lumber for the defonae nooda ot 

tho U.S. A aur.,.y of the requirements of tho defenoe prograa hu 

boon prepared at the roqueot of thio office, and thio intoro.tion 

haa been paooed on to tho Department of Agriculture , which io di­

rectly handllJ1& tho quootion at tho requeot of the Preoident. 

At preoent it appeara tha t Nica ragua ia in 

tho boot poaition to aupply pine quickly, with Mexico aooona. 

Bonduroo apparently io tho boot or,onlaed country for hardwood 

pr oduction, which m1£ht be utilicod ao a aubat!tuto for teak, 

Coppero A n.-..r ot l arr;o copper o011panleo han indicated that the;r. 

are unable at pr ooont to obtain the copper they nood. The t1rot 

purcha••• or copper are •~peoted to arri ve trom South America early 

in February. 
Lintera: Since tho Dofonae Conniaoion foel o an incroaaing nood for 

ootton llntoro, at.opa will be to.kon to aulot ln incroulng Bra­

zi lian production, 
Tunf oten: A propooal hat boon ~do by tho Bolivian Oovornmont that 

hla Go"ten:.ont enter a contract o•or a tive-year period to pur­

ohaae tho entir e tungoton produotion of Bolivia. ~nile thoro will 

probabl y be outtioiont t~~n&oton production olacwhoro to toke oaro 

of tho dofonoe needo of thio country, the Japanooo hove been b"ylft£ 

heavily in Bol ivia for tho aooount or Germany at pricoo which pre­

clude ~ purohaaoo by u.s. b"7ero. 

~· The &lno oituotion oontinuoo unohan&od, with tho Moxict.n Govorn­

••nt hovln£ undortakdl1 no&otiationo to oottlu tho labor dloputo at 

tho Rooito 080ltor ot tho '-orlean S.Oltin& and Rotlnin& ec.pany • 

.t.r.uonta for f!!\11 America 

Tho Coor41notor hao .. t wit h the joint adTiaory board of tho War and Navy 

Dopart8cnto to •loouoo r oqu•oto for a...-cnto that havo beon received 

t r• Central e.nd South Murioa.n oount r1oa. 
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lntcr-~rioan Bank 

A/tur a muctin& lut llonday, tho ortioor a and dir ootoro of tho Bankoro 
Association for Foruitn Trode isauod a 1tatomunt ondoroing tho Int or­
Amorioan »ank and rooommondin& that ito aotivitioo "•bould proporly be 
ccntinod to providin& b&nkin& faoilitiot whore tuffioiont bankin& faoi­
litics do not oxiot and that this institution ohould only aupploment, 
and in no way onoroaoh upon, exiating adoquato privata banking faoiliti oo." 

Sbippinl Shortage 

Beecuoo of tho pottibility of a severo ahortngo of world ohippin& within 
the coDing yoar, tho Coord1Mt~r h to.ldng inoodiat o otvpo to brin& o.bout 
a clooo 110rl<lng arro.ngcaent with tho llarit1""' C~ooion ( o.nd other Go­
v: r,.,..nt dopart.<:ntt that •Y bo iDvohud) throup Which mu~ utility 
of ohipping available to tho C~ntro.l and South Amer ican tro.do C4D be of­
roetcd. 

llontovon and Watt Bocomo Contulto.ntt 

William F. llontovon, of tho Council of Catholic 
't1att, or tho Am<trionn ... odcre.tion ot LAbor, hcwo 
bora of tho Advioory Committe• of thio Offioo. 
ocnt tho C.I .O. will be nnmed ohortly. 

Charities , o.nd Robert 
osroud to aorvo as oem­
A momb~r who will repre-

A coomittoo hno boon formed by tho Offioo to hondlu tho probl~m of nnti­
A=erican aotivitioo by tho ogento of mnny u.s. butinuoooo in Centr al and 
South Amorioo. Ita members include llr. Wnyno Taylor, tho Undur- Sccr otary 
of C01r.111• rco; llr. h. A. Borlo, Jr . , Aaoht,Mt Suorotary of Stnto; and t he 
Coordinotor . llr. Jolul s . Dickey (Coordinntor't Offioo) will oorvo e.a 
Socr, tLry. 
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'IIEIII.T PltOGRSSS R£P0H, Part II 

l'a§O S 
January 20, 1941 

CULTURAL 

Dr . Morley LtaTing to Arran§o Exhibition 

nr. Groce Worley, director ot the San Franoiaco Wuaown of Art, will leave 
for South America on Janw.ry 22, to ....to arran&o..,nto tor the exhibition 
or contemporary American paintin& which will be ahown in olevon or twalvo 
koy cities of CentrAl and South Amorlc11 botwoon April and October . Sho 
will investig~>t• tho typoa ot U.S. art that 11ppoa1 to Contr11l 11nd South 
Alaericnn.s , u ko arran&emonte tor eocuring exchange matoria.l, nnd coneidor 
bnsos for eooporat1on botweon South nnd North American aohola.ra, artiate, 
critics, hiatori~a, and .uaoua otrlciolt. 

South Alllericl\n Art Leadore COllin& to Thh Country 

Tho Coordinntor•a oftico will holp bring Central nnd South Amuricnn di­
r ectors f or tho opening of tho National Gallury of Art in April nnd for 
• subsequent viait to Now York muacuma. Dr. Grncc Korloy will mako ro­
co~~ndationa conoernin' thoae Yiaitora . 

John Doe Paaaoa to K&ko Trrunolntion 

John Dos Paaaoa hna ngrodd to trnnal~to 11 book into Spaniah from tho liat 
aolootJd by tho literary oommittoo. Tho r ooomm.ndationa of tho committoo 
are noarly oomplct od . Boughton, ~fflin and Company ia alao initiotin& 
a program of t rQAalationa . 

COIOOJJilCAfiOMS 

Nowaroel Camara Kon to Go to South Amorioa 

The Coordinator• a Ofticu \'till nid the trip of two noworoul otunvro. mon, 
ono from "llo"' ot tho !lily" who will go down tho out cout of South lAo­
rica, and ono troa "KoTiotono !Iowa" who will §O down th• woat oout. 
Tho ahota takon on thia expedition will nppoar undor c opuoial caption, 
•pan Aaorican Nuwa.• the trio 1a in conn~ot1on with tho offorta ct tho 
four principal nowarool oa.ponica to dev~lop mor~ adcq~to covoro§o ot 
Cuntral and Sout~ America. 

Advcrtiain& Short-wnvo Brocdonato on Howe 

To holp build en cudicnoo tor tho thirty abort-wave ncwa brocdcaata tr .. 
thia country to Contrcl end South ~rica in Sp~iah end Portuguoac, tho 
Eacoutivo ooaaoittoo or thia orrioo has npprovod 1n prinoiplo tho uxt<n­
aion or ~••iatanco for nowopnpor ndvcrtiain§ or tboir broadcnata in tho 
AIDurioo.a. 

liEEXLY PltOORESS REPORT NO. 11 
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~\ TREASURY DEPARTMENT 

l.) ~~ INTO Of'PICii COMMUNICA110N 

I, DAft IUIJJAZ7 20, 19111. 

~\ 

::~
0.,..,- CON Fl DENTIAL 

Rtctottrod oterllac ti'DDoacUono of tbo reportlac baako wre u followa 

Sold to .,_.rclal eoacoru 1.112,000 
Purchue4 fro. co-rclal concoru -0-

fto l'odoral !!111"" B&ak of Iov Ton ool4 1.20,000 la rec1otero4 oterllac to a 

ooo-roportlac baak. 

111 tho open u r lcot , otorlinc bald oha4T at I+.03t· TranoacUono of the reportlac 
b&Dko vero 01 follovaa 

Sold to c .... rclal concorao -4-
Purebaaod trn co-rclal coacoru 1o 1,000 

lxcopt tor a v14elliac of the C.....Uaa doll..- 41oc0Qilt aD4 a a..U pill 1a \be 
traoc rate, t ba other curreneloo ozporloaeod little cb&Dce. Clootac qaota\loao 

C&D&4laa doll.N' 
Svioo fi'IIDO 
Swdiob ltroaa 
Belcb-n: 
Lira 
.&.rcenUao poao ( tree) 
Braalllaa allreia ( frH ) 
Mulcaa p11 o 
Cubaa p110 
Cb1Dooo :rv.aa 

ftoro wro 110 &<>14 traaoa.cUono co...-tod b7 u tod&T. 

r o .., pld •acaco..,.\1 wre reported. 

luther laproft•at t ook place la tbo :SO.'bq •tal prlcoe'. Gold _. ~ blpr 
at t he oq_ulYaloat of $311. 011, aa4 ollftr _. prlcM at tba oquhalnt of 114.~. ap 

l/81. 

Tbo pr looo fl llld la LolllloD tor opot &ad forward ollnr wro both uacb&Dce4, at 
23id aD4 ZJ-3(164 roopecUnlJ, !be doll..- oquhallllh wro 112.211 &ad 112.1QI. 

llallll.7 u4 Baraa'o oottl-Dt price for forelp ollnr vao UDCbonced at 3'14-3~· 
!roa~VJ'• pvcboeo prl co for f orelp ollnr vao aloo uacbaapd at 351• 
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, 0 ::J\de oae pu.rchaiO of ollnr amoUDt1D& t o 75, 000 ounc .. UDtl.er the Slln r Pur­
Act , coaollt lll(l of ow pr ot\uctloa froa forelsn countries , for forw&rd dellnry. 

~~ 8 1oo purchated 200, 000 ounce• of a l1••r fro• tho Bank of CanadA, Thl a i t t he 
n~ ~urchata t hl\t " ' han ma.de froc t hat aource In Januuy. 

CONFIDENTIAL 
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PA!W'HRABE OF TELEGIWI REOIIVED 

FROM: 

DATE: 

NO.: 

American Embassy, (Paris) Violly 

January 20, 1941 , 6 p.m. 

82 

FOR THE TREASURY FROH l !ATTHEWS. 

I had lunch t oday with Rueff a t Ohatel Geyon. He said 

that on the French financial front there 1s not muoh t hat 

l s new. There hae b een a alight increase, to approx1matelT 

21~,000,000 ,000 f rancs, i n the Bank of France1 s note circula­

tion, with a moderate rise monthly of some two billion 

franoe. He said that the Treasury baa a working balance 

of roughly ten billions, and is •comfortably ott•, and 

Treasury bills are being subscribed to a t the monthly rate 

ot some seven or eight billions. 

Rueff said that t he old 1olosed capital oircuit 1 seems 

to be functioning fairly amoothlf, as s i s t ed by substantial 

expenditures by the Germans tor their Ar~ ot Occupation. 

In the occupied zone cont rol of prioee seens to be 

working fairly well, though the greYing scar.oity ot f oodatuffa, 

fuel and other articles oomplioatee any general estimate. 

He did not nave any preoiee information as to how the 

400,000, 000 franc s paid eaoh day ·for the German Army of 

Oooupation ie being used. However, it ie indicated froa t he 

taot that their Bank of France balanoee have remained 

at around forty million trance tor the pa st two mont .he that 

the 
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the Germane are uaing t heae tunda to eome extent tor the 

purpoee ot buying into French induatriee' propertiea, 

97 

and so on, •such aa t he minee de Bor•, in addition to what 

they are paying out tor maintaining their •~ ot Occupation. 

A new convention b etween the rinanca Minister and the 

Bank ot France 1a publ1ahed i n toda,r 1 e 1aeue ot JOllRlf.AL 

OFFICI EL. Under the convention the provia1onal advancee 

to be made to the GoTel'D.Ilent tor the purpose ot detr&Ting 

the •maintenance coat ot t he German occupation• are i ncreaaed 

to 86 billi on• (they toraerl7 were 73 billicna). Reterencal 

telegram ot December 17, 7 p.m. , No. 1161 trom the Embaaay. 

Reterence : telegram ot January 17, 7 p .m. , No. 68 

trcm the Embaeay. Ruett eaid be was no t inclined to believe, 

ae did ott1o1ala ot the K1n1etry ot rtnance, that Germany 

ia dumping in 9v1tzerland and Portugal an:r substantial 

ouant1ty ot tranc bank notea tor the purpoae ot acquiring 

dollar and other tree toreign exohange. Ruatt waa mora 

inclined to believe that rrenoh prob1bi t1on 118a1J1et the 

i mportation ot currency wae the oauee ot t he recent tall 

in the tranc quotation on the aarkete ot thee• countriea. 

Ruett aaid that ae yet t he Germane bad not requeeted 

that t he Frenoh turn over t o thea their gold. 

Hotel It 11 my beUet that the peraonal poaitlon ot 

Rnett 
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Rue1'1' with Fin-.noe Hinieter Bouthillier ie a difficult one, 

Md that Rueff mq eoon lea.,.e the Bank of J'ranoe 11' 

Bouthillier remains ae Minister; I should pereonall7 regret 

nie leaving, partioularl7 as hie attitude hall been e1noe 

le.et June quite helpful. Ruetf at least 1a tborougbl7 1n 

ar11Path7 w1 th the blooldng o1' French 1'unda b7 the Un1 ted 

States, and he ie oon.,.lnced that the obj eoti.,.ee of the 

United States are to France1 e long-tera benefit. 

END OF KBSSJ.OB. 

1 I 

U:LW 

v .1. 
1 

LEAHY. 
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U JTIIII lMIA .. Y, 

WAI NIIIOTOII , D.C. 

personal ane secret 

The Honourable 

January 20th , 1941. 

Dear Mr. Secret ary, 

I enclose herein tor your 

personal and secre t information copies 

ot the lateat reports received from 

London on the mili t ary eituation. 

BelieYe me, 

Deer Wr. Secretory, 

Very eincer ely yours , 

Henry Worgentheu, J r ., 

trni tee States Treaaury, 

Waehington, D. c. 
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Telesr., rece1Ye d rra. J..ondon 

dated Ja~ar7 17th, 1941. 

1. l!aYal. lila ~· a Jeaty'a .seatro7c r ,,oolnton , 

eaeo r t1n g a convo 7 •i~htacl 3 enamy <: boah orr 

1\a,.,loll at 2045 h OU MI 7C8 terda)' ond drove t lltm ott 

bat" ro t helf could " uao.o: t h t con voy, 

2 . lle di t e rr6n<an. Heav7 air e t\ao .. a:ade on 

.,.ltc ;.. o ., Jrmuery l o t h , "1llu• t rioua• opperenUJ 

th.~ mai n obJect1Ye , hi t a r t bu t not a"rioual7 damaged , 

•.ert.b ne or mlf:le ond rece1n cl bad ahnk1ng, r . ~ . aht p 

• aaex• badllf damegeo. To t a l or 70 a ircr a f t made 2 

attaeu first blf J U 64 ' a, aao Jnd b )' JU 87'•• eacortecl 

by I t alian f 1gh tore. Dive bnmbi n,; attao~• driYan 

wall h.ome . Our f1gh t e r o allot dOwn or dM•&oe c! aoYeral 

rn&chinea. A/~ guna d i tto , and e nmc b7 indi rect gun• 

no t Known bu~ total cla im ie nina curtain, t h roe 

probabl e erd t ¥J> pott a l b l o , 

3 · ConYol•• Two convora to t elUng 58 ahipa 

haYe arr i ved i n hom~ • o tera f rog Conoda wi thOUt l o•• · 

7 1lcra wa re 17 tan«~t·a " '" ' 15 c 6 1'i10< B or a t~~ l . 
4 . Ro J e l .,ir r'o r ce . l> i <Oilt of J anusrJ l6 t h/ l 7 tb. 

86 airc raft were aant ou t , or which 81 want t o 

,;1ll\elmah8n n doc u . The r emaln4c r carried out 11"1\t 

at t ac.o:a on oil plon ta ond o n •hi pping . !-'iYe ha&Ylf 

bombe r • ere m1eaing . 

5. Oe rmcn .• i r Fo r ce. 1:11111 t or JanUOrJ 16 th/17th . 

183 en.ay a i rc r af't opera ted oY&r t he aountrr, or wll1cb 

1,0 nro onr ilri•to l a r ea. 

6. Home Sacur1 t)•, !Ugbt o r J•nu&J'lf 16 t h/17th. 

8ria tol, Avonmou tll ware ot tac" e4 aarl7 en4 a nuaber 
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or nr•• ..... a\ar\ed wh.loh ...... qu1Ul7 Wldel' 

oo11\I'Ol. A l a\er a\\aol< 011 AY0111110U\b at 2 a ••• 

a\ar\ed .. .,.ral amall rtrea lnolu41DI oaa a' an oll 

olat arn which hea elread7 bean put ou,. At Bl'la~l 

a dlreot hlt oa a paar aUDI ataUon baa out ott 

alao\ricl\7 in a lar1e area , ~' it le boped ~ 

rea~I'A &IIPP17 l17 ' ODilb,. Coatlnued -lliDI el .. whe,. 

oauaed 11 Ula d...,.. 

1. Itall!!ll !!tat Atrlf!• Morale ot \he 

I tal ian p rlaonara or war la \he SUdan la bleb 

OOilp&Nd wl th the 110rela in Llll7& wll1oh could barell7 

lla 1 .. ar. Sudan prlaonen ot,en rater t o WJIOI'tanoe 

ot kOI&dlaolo, where auppllee trom Japan haye lle&D 

errl'llfll• 
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!'Wl...- ......... ,.,_ ~. ..... 

..... 1_, 111\ll, lflll . 

••ftl.. oa ... ,._ ........ .,.. lliMt _, 

ane •••• -pa• ...... 'ltJ' lli8aa off LiftPpaal 011 
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Jamaa~ 17\ll 'llo\ll N..Ud lloal"'lov, 1) lli8aa "" 

aqlotad ott Liftrpoal 011 J-~ 17\ll, Ill a.,1t1011 

,_... \o aiiJ.pa 'ltJ' alP ralta 011 llaUa 16 doQppt ~~oat 

..-,111M, f ., ..... , to atldl .. a alea\rle ..... 

lit Ml ..... e MPriee, ~loaMI- NpoPMf 

tea MPMla o• )ll'fte~a tift ........ 

2, Alaefa IMP wl\ll 117 P,l.,/4, PINO.el 

oe 'lloaPf \ol'padoed 210 allea ......... , ot lloo• 

fONllld 01 J~ 17\ll tu\lloap NJOP\ -ltet. 

). Mpl 6.lr Po'"· 1111a\ or UUI/17\Il 

J-~· Wlllloalloebayq Doella ware loeated "'Itt. 
alNPat\ Ud a\\Mit 1a .. IIPl Md II a&Mllll\, LIPII 

tlNI pa .. liMf aapaalall, a\ \lila NU.., IM\loa Uf 

oU taau. ._ -.ploalaM ut tl ... "" aMPMd 

la \lila fMU a\ a.fn uf lo\M.._ aaf "»1UlaN 

..-.1\a" HporMf t'Na \llraa ala d por'-, ftraa 

baa<r7 -..." ••-hll' 1a1d toft alMa. 

~. J-~ 17\11 JladaOII llPMf U -r\af 

... .,.., at 6 MNIIa\ -•1• off \Ill Jill\* _,, 

........ u, OUP airarat\ alt\al•t flNI\ 11.1\a - ) 

.,....., -la aad alao oa a lli8a 1..-r wll.lab wu 

~ 1a a alMIII 101111\loaJ \baM 111.1,. to ... t par\ 

et a •\al ot 110 • ......_, ft-1• _, ....... -n 

-1• •n.. a1wc ... JM\elll oa-,. 
'· llp\ at 1_, 11Wll\ll. 1' ..,_..,.,. 

_, \a .... , ...,., 'IIU wa\lloar ._...., loaallaaUoe at 

\arp\a, .Ul Ntu!Md aatal,, OIM ba1"7 'lloaMP Regraded Unclassified
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•rowe• leatlUa owr •or\Mn ......... o..~q 

\o Md ... at.haP OftP Olll' UI'Od..-a all OUiep 
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GR0111' HEETINr. 

Present: 

H.!J. Jr: 

Schwan: 

H.M.Jr: 

Schwarz: 

H.ll.Jr: 

Yr. Young 
Jbo, White 
)!r. Wiley 
!.lr, Kuhn 
Kr. Haas 
)!r, Pehle 
Yr. Foley 
Mr. Graves 
Mr. Thompson 
Mr. Gaston 
Mr. Sullivan 
!Ar. Bell 
Mr. Schwarz 
1/.r. Cochran 

January ~1 , 1941 
9:::!0 a.m. 

You (Gaston) read this. This is very, very 
refreshing. 

They used that as a newspaper story, also, 

And in today's Tribune they ran it . Henr,r 
sent me this !rom Cleveland, (showing 
Cleveland Plain Dealer) which was the way 
they handled the thing out there . After 
all, that is what we tried to get across. 

Especially west of the Alleghenies . 

Well, you are watching the clippings , 
aren' t you" 
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Yes, sir. 

Harry, t he President sent m.e his New Republic 
and The Nation, which you see on this, what 
I call for a better name, ''The Eccles Memorandum. " 
I read them. You read t hem. Tomorrow we are 
going to have the answer, aren ' t we? 

I thought you might des ignate a meeting today 
so we could go over i t. 

I can't do it today. 

So we could have i t ready, but you don't have 
to attend that meeting . 

V.'ell, I want it tomorrow, and I will set a 
time now. 

Well, Mr. Bell can set aside a time and we can 
go over i t before you see it. 

Well , I will set three o'clock tomorrow for 
the so-called "Eccles Memorandum. " That 
doesn ' t hu r ry anybody too much, does it? 

No, not me . 

Bel l and nbite and you (Haas ) on Eccles' memo . 

Ts that the f i rst memo, firs t letter, you mean? 

\~ell, it is some suggested modifications which 
t he Secretary had . 

Signed Saturday a week ago. 

Saturday a week ago? 

Yes. 
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Herbert took an ac t i ve intere~t in it . 

Herbert Gaston? 

Yes . 

Did you" 

I was in on it . 

All right , Herbert Gaston, Bell and ilhlte 
and Kuhn t omorrow at three o' clock. 

And George. 

George also, yes. Is that leavi n anybody 
out" Philin, would you ask Mr. Purvis, does 
he e~ect me t o notify St imson, Knox, Knudsen 
and all t he rest of them of his new status 
or has he done it t hroueh J!r. Hull, you see? 

I don ' t know. 

Ferdie, would you get a full statement of 
what Yr . Beale said this mornin~" 

Yes , I would like to . 

I called up the head of the Federal Reserve . 
I don't know What they call him, president 
or governor. 

President. 

From Ne'IY York. 

Yes , pres ident . 
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And asked him please to invest igate my suspicion 
~hat that freezin~ s tory which kept Chick 
~chwerz from going to sleep and also woke 
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up Mrs . Morgenthau at a quarter 'P&st 
twelve - he said it was a great emergency 
from the New York Daily News - and me -
woke us both up - I told Sproul I suspected 
it crume out of New York. I haven't heard 
from zny call . 

I t had all the earmarks. It came here under 
a New York date line . 

The local office of the New York Times said 
i t came from ~ew York, that they had cautioned 
them a$ainst doing the story this late. They 
said it may have teen through at one time . 
The story was a New York story. 

I got very good cool)eratton out of Joe Alsop. 
If you read the story today - he had a long 
talk with me and I said 1 "Now listen , Joe , 
here are the facts. If you write them the 
way I say, you put everybody on notice that 
there is a 75 per cent chance that f reezing and 
everything else is coming in the Treasury and 
if you do, we won 't get it. If you think it 
should come to the Treasury, you decide which 
is more important , to write a story or have 
the thing done . " You see, he left it out 
comple tel y. 

I didn't see i t. 

It is in this morning's paper. 

It is a beautiful job. Most of it was his 
own digging, too. 

Yes . And be made i t very, very plain three 
times that be was unable to ~et anrhing out 
of the Treasury, so - I didn t tel him, 
though, because he didn't have it , that the 
thing was really beinf done over in Justice. 
I didn't tell him tba , and he hasn ' t caught 
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up with that . But he did do a good job 
this morning and it doesn't put Jones and 
the rest of them on notice . 

~'e have agreed on the language , the coDD!littee 
has, of t his order ; but State talked it over 
among themselves a l itt le more , and they still 
have some reservations. Berle said some of 
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the people have reservat ions about taking 
6xport Control out of the State Department, 
and they want to talk to the President about 
freezing Germany and Italy; but the language is 
all agreed to by the committee and the order 
is all ready, but they want to talk to the 
President. 

Wel l , I thought they had agreed to everything. 

Well, Berle hadn't, and he called up, but 
apparently - -

\'/hen was this') 

He said this last night. He called on Saturday 
morning just before I talked wi th you. 

Bob Jackson is sick. But they are going to 
t ake it up with the President? 

Well, State wants to t alk to the President 
about freezing Germany and Italy. 

Wel l , that isn't what really bothers them, 
i s it') It is having the machinery over here . 

I thi nk so . 

Somebody - did you see this article by 
Mr. Cornelius Callahan, who says ther e are 
31 ,000 applications in t he State Uepart ment 
and they have only cleared - bow many') 
Mr . Callahan of the Maritime Association. 
Did you see that~ 
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llo . 

Harry Durning asked the State Department , 
Division of Controls, if they couldn ' t give 
them some blank applications because it 
delays the manufacturers and shippers verT 
much. They have to write in for each ind1vidua1 
a~plication and get the aoplication back and 
fill it out and send it to the State Department; 
and they asked him, and he asked State if they 
couldn't have some blank applications to 
distribute. They asked for a thousand of 
them. They said no, that would only mean 
that they would have a thousand more appli­
cations to handle . 

If Kuhn and Foley will stay afterward, I 
want to talk to them a minute . Herber t'> 

Waesche i s holding a meeting this morning 
of the International Ice Patrol Board. He 
is Chairman and a number of Government 
depart~ents are represented. The State 
Deoartment is not represented, so we invited 
Berle to send over a representat i ve on the 
question of whether the Ice Patrol will be 
cont inued this year or some special arrange­
ments set up. The normal operation of it 
'lives out a lot of valuable military information 
and we will probably need to change the character 
of it . That is all. 

Edward" 

Her e is a memorandum for the diary on that 
conversation we had with Glass on Saturday. 

No answer for the Preoi dent . V.bat else9 

I have nothing else . 
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John, I didn't get to you yesterday until -
but after this meeting at three o' clock on 
bank holdi ng, maybe Bell has told you, he , 
you, and I will have a meet ing, and I have 
asked for an appointment with the President 
tomorrow on my financing; and then I wi l l 
try to ring in your - I have asked for an 
appointment for him to see Bell, Sullivan , 
and me; and.if he gives me the half hour, 
we wi ll go to town on i t - get a clearance 
on the legisl ative urogram, taxes and so 
forth, so whenever this meetinp ~reaks u~ 
on the t ank holding thing, I wi ll l et you 
know; and Bell has wri tten out in nencil 
roughly what I would l ike, so i f you see him 
between now and four --

I wi ll, sir . 

And at eleven thi rty, I exoect Bell and Delano 
and Foley to have a dress rehearsal on that 
bank holding thing. \\hat else , John'~ 

Yiss Lehand wrote you for s ome background 
on a certain letter of the President's. 
Y.e sent it to her Saturda~ morning . Here 
is a reply on t he t!orr is ernst memor andum. 
He can do what he wants to do in a different 

1.12 

way. ~e can't help him. At leas t, we shouldn't. 

T see. 

IVell, while I am doing that , your (Graves' ) 
friend , the Schenley man, has called up 
Mac three times i.n the last 48 hour s , and 
he has been told that I am s igning something. 
W.ac said he couldn ' t remember whethe r i t was 
on four fifths or a quart, and I mustn ' t 
do it. 

tt is fou r fifths pint. 
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And I mustn't do it until he gets a chance 
to see me . Now, how does he know I am going 
to sign something when I don't know it . 

You are not going to sign anything . I mean, 
there is nothing for you to sign. 

That is what he is trying to find out. 

~bat is it he thinks I am going to sign~ 

Well, he apparently thinks you are going to 
sign an order disapproTing the nending 
anpropriation to permit the use' of the 
four fifths pint. 

Now i t is a pint? 

It is a pint now. 

And if somebody wanted to go to four fifths 

That is right . He wanted to go to four 
fifths . 

He is the fellow? 

He is the fellow. But in this case, the 
proposition is for you not to act at all, 
in which eTent the four fifths pint will not 
be perlllitted. 

But he wants the four fifths~ 

Yes , 

Well, supposing I change 'art lllind and want to 
go to four fifths~ 

Then i t would be necessary for an amendment 
to the present regulations to be signed 
by you . 

11.3 
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Have I had a hearing on it~ 

What happened was tbla . l.!r. Sullivan pr esented 
this matter to you, I should say, six weeks 
or so ago , and you at that t~ indicated 
that you didn •t want this frur fifths p\nt, 
and asked Yr. Sullivan and me to take bold 
of it and restudy it, which we have done , and 
we concluded that the four fifths pint would 
tend to be deceptive and turned the papers 
back to Revenue. We are not going to act 
at all in the matter. 

Suoposing they reopen the whole thing and 
take another l ook at ito 

I t hink it would be very bad after the matter 
has been on the fire this long and a conclusion 
arrived at. To now have it upset again I 
thi nk would be very bad. 

You t~ink so? 

Yea , sir . 

Well , supposing - take another look at it, 
will you, HaroldO 

Yes, sir. 

Just tell them ;rou a.re going to take another 
look at it. 

Then I think ;rou had better oall right off 
and make sure there ian 't any other announoe .. nt 
going out, 

There is an announcement and it has gotten 
into the papers , Vr. Sohwarr: just showed 
me . 

The paper indicates that we are opposed to it. 
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That Revenue is opposed to i t. 

That is right . 

I would l ike Harold to make another study. 

Very good. 

The Washington Post this morning in an 
editorial opposing the general freezing 
order at the opening baa some very compli­
mentary remarks about the freezing thet 
we have done to date . They say 1 for 
example, "In a nry effective way, the 
United States lived up to its reoutation 
as a safe harbor for frightened capital . " 

On Sunday night, Nathaniel Hall and Verne 
Marshall are reported to have said that 
the statement that Eritain has exhausted 
her dollar credit in the United States is 
baby talk. 

Coming from Verne Marshall I would say it 
is a comoliment. 

You may have that mentioned . 

I am glad I know that. The chauffer listened 
to it Sunday night, and he gave me a garbled 
account. The only thing he seemed to think 
was important was that they mentioned my 
name; and when I tried to pin him down a& to 
what .they said - - (Laughter) 

That is all. 

I am goinf down to the Navy at 2:45 today. 
I would 1 ke t o see you some time this 
morning . 
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You are going where? 

To the NaTy Yard. 

Sure . 

Shall I ask the new commander? 

You stay right after this, and I will see 
each person in turn. I want to see Wiley, 
too. 

Ferdinand Kuhn'> 

Nothing tod.ay. 

Pehle, how are your new quarter s" 

Very fine . I would like to have you come 
down and see them, 

Are they air conditioned" 

No, they are not air conditioned, although I 
unders tand the air conditioning goes up to 
the floor celow us; so it is possible if it 

U6 

gets too bad we can induce them to air condition 
it . The quarters are very satisfactory • . 

On the utter of ailk being purchased in 
Switzerland by the Fr iends, Pickett wrote 
back and quoted a cable which he recei ved 
froa his director in France sa~ng thet 
the - saying, "The e:rport of JUlk froa the 
Swiss Government requires the i.port of food 
of the same value, " and they are g!)ing to 
iaport peanuts f rom Dakar, which I asslllll8 
they will use as fodder; and as soon as it 
gets to Varsailles, the Swiss will agree to 
release the milk, which wi ll be two to four 
weeks, he said . 
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Who is going to bring the peanuts inn 

The French ~overnment, so the S~ ss will 
allow the m1lk to come in from Switze rland . 

And the peanuts go to Switzerland~ 

The peanuts ~o to Switzerland and I assume 
it will be used for fodder. They can ' t get 
t he milk out. 

r.eorRe, I sent your memorandum on fats to 
Leon P.enderson today . 

All right . 

Anything elsen You mi ght be watching it , 
will you? 

11 '? 

~11 ri ght . Here are the figures on Allison . 
It is fluctuati ng. 

1'11 say it fluctuates , the wron~ way, though. 

1 noticed steel order s , Mr . Secretary, are 
way up now again . 

I will take a look at i t . 

That is all. 

Gross of Lockheed is still in t own . 

~hat does he want~ 

He T:ants to say hello to you . 

Do you think I ought to see him. 

Oh, 1 think i.t Ylould be nice of you shook him 
by the hand and threw him out . (Laughter ) 
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Wel l , if he is avai lable at 11:15. 

All right . 

'!'ell Mac . Will you bring him i n" 

Yes, sir. 

V.'hat else" 

118 

ThAt i s all I have . We cleared t he British 
contract for t hree hundred P-40's on Saturday. 

How much did that make in money? 

Three hundred P-40 ' s at about J63, 000 apiece . 

Incl uding engines and everyt hing? 

No , that was without the engines . This is 
t he Cur t is s contract. They buy their engines 
direct from Allison. 

I wondered how i t woul d show up on the monthly 
orders . 

~ell , it would be the l argest contract in 
there. 

~>ell now, I have the orders up t o January 1, 
.haven't I , that I saw, what they have olaced 
up to January 1, when I went on the Hill? 

You mean the contracts? 

Contracts, yes . I haven't had anything since 
then. 

No . 

Supposing you let me have, or whoever does i t , 

Regraded Unclassified



Haas: 

R.1.1 .Jr: 

liaas : 

!!.V.Jr: 

!!aas : 

R.t' .Jr: 

Haas : 

Younp; : 

H.!.I .Jr : 

Youll!' : 

P. .!'. Jr: 

Young: 

H.!o! .Jr: 

- 14 -

George, what orders they haTe placed f rom 
the first of January through until Saturday, 
you see. 

Tomorrow you get your report. 

Tomorrow? 

Yes . 

For how long? 

You get it for the two weeks ending the 
18th of January. 

O.K. Well George, would you personally put 
i t in my hands" 

Yes, sir. 

Do you want it on a company basis" You saw 
that long table I made up showing the 

I am interested just now in dollars. 

Just in dollars" 

U9 

And then if Puni a comes for lunch, we will 
talk about this agenda for tomorrow morning 
at 9:15 with these people, and I wi ll explain 
to you then what I want. 

Right 

I will tell you now, so you can be thinking 
of it. There are three things I am going to 
take up at this meeting tomorrow morning. 
You know Stimson and Knox and Knudsen and Jonea 
are coming , and you might be getting it . 

~ow, there is the stuff that - I don't know how 
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to describe it any be t ter than that McCloy 
i s working on it , you see . Then there is the 
stuf f - t he so-call ed 550 million doll ars 
worth of contracts that Frank Knox t hinks Jesse 
Jones ought to t ake over, and then t he thing 
that Bell took up, t he buying of the wool, 
you see . 

Right . 

And I want t o get a reoort on al l three 
tomorrow morn ine at 9:15 and what I wculd 
l ike to do i s to ge t word to each of t hese 
peoole that that is what I want t o take up, 
l70U see, oarticularl y to Jones . L~ayl:e I had 
l:etter call Jone s mysel f . I will call Jones -
T will tel l you, Phil . I have got t ime here , 
if you wi l l just wal t unti l I get through 
wi th al l of these other s I wl l l get on the ohone 
r ight then. 

In that connect ion , Phillips tol d me on 
Saturday, I thi nk it was , t h~t he had been 
in touch nith Jones on the suggestion you 
had made and hadn ' t gotten very far . He has 
to see hi m agai n today. 

\'.'ell, that i s t he 9: 1!> meeting to:norrow morning, 
you see . 

Ben Cohen cal l ed uo l ast ni~ht and sai d 
•orrestal had called him to- see whether or 
not RFC had the power to take over those 
contracts . 

Well , I got the st ory - I sent for }lonnet 
yesterday morning , and he said he repeated 
thi s t hing five t imes to these peopl e, th~t 
the collateral and the stocks whi ch t hey have 
is up against orders already placed, and he 
said oeoole l i ke Forrestal were there and 
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people like Patterson, particularly 
Patterson, see no reason why the Pritish 
can ' t pledge the same collateral twice . 
It is perfectly ridiculous . t am most 
unreasonable in my position . So are the 
British. Ane Forrestal keeps saying all the 
time that they are not tryln~ to sell this 

.stuff and he thou~ht he was most unreasonable 
in his position . Alto~ether , it was one of 
the crazi est meetinvs he ever attendee . Ee 
said everybody was talklnv at the same t ime 
and he said he kent ~in, over and over the 
same thing, but nobody l is tened to him or 
pa id any attention to what he was saying . 

I told Ben I would send him over a copy of 
that inter im plan .again . He read it once, 
but he apparently lost it . 

Phillips said t hat Jones was i nterested in 
what he called "br icks and mortar" , that i s , 
actual property. 

'!:ell , at 9 :15 tomorrow I am ~~:oing over the 
whole thi~ with th.ese peonle and each person 
is interested in hi s own oarticular oar t of 
it and the Ar~ is really' tied up because 
they can't get those two envine contracts 
through; which is fine , but Yonnet said be 
was sure they didn '.t listen to him, although 
he re~eated the thing five times. He certainly 
knows what it is all about . He bas got it at 
his fingertips. 

The Army ann Navy part of it doesn ' t mean a 
thing in that picture. It is just a drop 
in the bucket. 

Vie r.ill go over it at lunch and we will have 
it ready as so1•t of an agenda for tomorrow. 
Harry? 
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Mil o Perkins sent me a memo which may have 
been in the press , I didn ' t know. It h.as a 
new wrinkle on how to - their t r iple program 
that I thou~ht you might be interested in. 
They are go1ng to pay in stamns to cot ton 
farme r s , the stamps to be used for the ~urchase 
of manufactured cotton goods, in nart . " It is 
somethin~ new. T thouyht you mi~ht be i ntere sted. 

It doesn' t re~ister t oday . I mean , t ell me 
some other time. 

All right . 

If it is important . 

Merely as a matter of interest , not that it 
affects us . Professor Southard, who has been, 
I think, about eight months in South America, 
has just re turned and joined us, if you want 
to see him some t ime thi s week . 

I don ' t know bow lonr, my resolutions are going 
t o l ast, but I am certainly go in~; to do less 
outside things if possible . It may not last 
very lon~, but I am t ryine to school myself 
to do less things . 

That i s all. 

Harold" 

In December Mr . Foley's of fi ce drafted a 
bill fo r the establishment of a new mint . 
Also his office nrepared letters for you 
to si~ transmitt inv that bill to the 
Sneak~r of the House and the President of 
the Senate . The bi ll and those letters went 
to the Bureau of t he Budget as requir ed under 
our routine, and came back here with Budget 
anproval on Friday . I have the letters here . 
They are r outine . 
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Oh, one thing T wish you and Thomnson would 
think about • . I have read that memorandum 
on the office of per sonnel very careful ly. 
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T read some of i t twice , and I am eoing to 
make a supgestion for you people to consider, 
which may be absolutely worthless . The questi on 
I ra ise is , "Why do we need an of fice of 
Di rec tor of Personnel at all? '' I mean, why 
i sn't ~orman Thomnson ' s office sufficient~ 
And inste~d of centralizin~ i t, hold ing each 
Eureau ch1ef · his nersonnel man to this t hing, 
and 1\'hen somethint unusual comes up, then they 
come to Norman Thomnson and if necessarr, they 
come to me. 

Thst i s vi rtually the wav it operates now. 
'.\e decent ralized the whoh thing . 

But I just quest ioned why · I haven' t si gned 
the thing. '.'t'hy do we have any office of 
t ha t at all~ I have ~ot you as an Acmi nistrat ive 
Assi s t ant in your off1ce, and I don' t see why 
I need a director of per sonnel . 

It is really just a branch of my office. 

That Executive Order • I don ' t like it . 

T think that is the answer to yo~ question . 
It is requi red by the ~xecutive Order . Had 
it not been for the Executive order, I doubt 
very much whether t his department would 
ever have established any such functi on . 

~ow , wi ll you two gentlemen do me a little 
favor~ Find out how many other departments 
have a Director of Pe rsonnel besid es the 
Admi nistrati ve assistant . 

Virtually al l of them. 

They all do. 
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Does Burlew have one? 

He has a ~irector of Personnel although he 
is still Admlnistr&ti ve Assistant . 
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Get the other nine Cabinet heads and find out 
what kind ·of orders the heads of these dellart­
ment s signed, whe ther it goes as far as thi s . 

Ours is much more restr icted . Agriculture 
have a t remendous llersonnel organization. 

They al~ays have had . 

In Interior, Ur . Burlew is somewhat restricted. 

Well, I am just telling you my reaction to 
what I read, and I just wondered why we 
have got to have a Direc tor of Personnel . 

We have really reduced our Director of 
Personnel to the activities of the Civision 
of Appointments . 

Well, I am going to talk to you more 
it . I want to give you my reaction. 
you studied it at all, Dan? 

about 
Have 

No . I am famili ar with the Executive Order 
that set it up. 

Yes, but I mean the order these fellows 
drew for me of about five pages , 

No, I haven ' t seen it . 

Oh yes , at least five pages , isn' t it? 

That is right . 

The original Executive Order contemplated 
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a training program in personnel mana~ement . 

That is somethine else again. 

Is the new order going to affect that 9 

No, this doesn't lnolune that • 

'"'e have had it un to --

I have changed . fhen I first started I 
thought everythin~ ou~ht to be here and 
now - I have changed 1n the last seven 
;veers. 

Recause i t is necessary to have a central 
recording office for dealings with the 
Civil Service Commission. V.e h<tve to have 
uniformity . 

But that doesn ' t t ake f i ve pages like this . 

I think our purpose in writing the fi ve 
pages was to make i t clear to the Pureau 
Of fic es urecisely what this division was 
suooosed to do, because there have been e 
lot of misunderstandings about it . 

1.24 

·ell, pe rsonally T would rather - i f t was 
going to sign an order, I would rather draw 
up an order exolainln~ r.hat the Adminis trative 
Assistant should do and then if he wants to 
hi t•e somebody to do this additional work, 
that is his busine~s . t mean, if there is 
any question about your (Thompson ' s ) authority 

I think that is well covered by orevious 
orders . 

~ell, I just questioned it , but if you need 
somebody to look after the records, et cetera, 
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all right , but I don ' t see why I haTe got 
to sign a fiTe page order tying ~ hands --

It doesn ' t tie your hands . It t ies the 
hands of t he Directo r of Personnel . 

You never see the man . I never see - I see 
Nol'!IIAn Thompson. 

It is a service unit. 

Wel l , I am still leaning, t beli eTe, away 
from it. I still don't like it. I am 
sati sfied with what Norman Thompson is 
doing . Just thi nk about i t some more. You 
are going to haTe a tough time with me. 
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I want t o see Harold and Ed and you (Sullivan) 
first . 

• 
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operator : 

J tl l t 
Jontl: 

R. M.Jr: 

J : 

R. N.Jr: 

J : 

R.M.Jr: 

J: 

R.M.Jr: 

J: 

B.M.Jr: 

J : 

Bello. 

Seoretar)" Jonee. 

Bello. 

J&nUAJ'7 21, 1~1 
10:21 a ••• 

Jeeee, RenJ'7. Ra•e JOU got a couple ot 
a1nutee? 

Yeah. 
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Jeeee, on tb1e aeet1ng that I aeked tor 
toaorrow at 9:15, I wanted t o tell JOU wbat 
I bad 1n tind and wbat I hope4 JOu1d be able 
to do beoauee I'• look1n& .alnl7 to J Ou. 
'l'bere are three d1tttrent tbinge that are up: 
there 1e tb1e Job wbl.ob the AriJ U do1ng 
under a laWJer b7 the naae ot lloOloJ, who 
1t working on bUJ1ng 1160 a1111on roughlJ ~t 
lngl1eh oontraote. I don't know whether JOU 
are tatil1ar w1th that or not. 

I'• not. 

Well , that'• whJ I'• oall1ng. llcCloJ tent 
ae word a couple ot daJ• ago that theJ were 
all up t o the po1nt - but 1n tbtlr contact• 
w1 th the R. r . 0. when 1 t oaae t o taking our 
the real eetate, t heJ bad not ooae t? an 
agreeaent nth the R.r.o. Now, that • all 
I know. 

Yeah. 

Now, lloOlOJ work• d1reotl7 under St1aeon. 

Yeah. 

1'ben there' • tbie tbl~ that we put up to 7011 
on wool and then there • the other tb1DC 
that Prank lnox put up to 7011. 

Yeah. 
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Jow, if 70u oould tell ue Wb&t 70u tblak 
70u oan ol' O&IUiot do toaol'l'ow 801'111QC, I 
th1nk 1t would be •el'7 helpful. 

I th1ak we oan tell 70u part, , but I don~ t 
tblnk we oan tell 70u a peat deal about tha 
lnoz aattel' for the Pea1on that the BP1t11h 
hann 1 t S1YID Ul the 1DfOMI&UOo. 

I lee . 

1'he7 1 Ye sot pl'O'babl 7 &Jl'elU aant 41ffe.rent 
Und1 of oontraou , 41 erent ltlnd(ll of 
adYIUIOe p&)'lleDtl tO thl MIUif&OtW"Il'l. 
J ow, w1 1Ye aalted ~ to 11Ye u1 tbo11 
bes1nnlns w1 th the b1s on11 eo that we oan 
1tal't whel'e the Uae wlll be the b11t atep -
on the b11 onea f1rat. 

I eee. 

Jow a1 1oon •• the7 s1•e ua the 1ntoraat1on 
we'll wol'lt a1 fait aa poaa1ble on. 1t. On 
the wool, I'll talk about that aaa1n toda7. 
!be othel' aatttl', I'll oall Ko0lo7 •• . . • 

Ko0lo7 11 the fellow who 11 han411DS 1 t fol' 
8t1aeon. 

I'll oall hla. 

!hank 70u 10 auoh. 

127 
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Opere tor: 

••. s. 
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R.H .Jr: 

(: 

B.M. Jr: 
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R. M.Jr: 
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H,M.Jr: 
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H.M.Jr : 

IC: 

H.M.Jr: 
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Bello. 

Xr. lnud .. n . 

Yea, Benr7. 

Bill, good aorninc. 

Good aorning, eir. 

Jama~ 21, 1,-1 
10126 a.a. 

At thia aeeting tbat I'•• aaked ror at 9:15 
tO.OI'I'OW aol'll1ng we're t o take up thl'" 
thinge. I thought I'd tell J OU about it. 

All right. 

12a v 

'l'be J.rrq haa got a plan where tbe7 tb1nk tbe7 
oan bUJ tl6o a1111ou worth or lnc11•b oontl'aote, 
JOU e ee, and that' • 'bogged down. 

Tbat'e the plane oontraote? 

Well, the one that I'a a oet' raail1ar with 
ie the one that I think hat to do with 
50-caliber aaohine gune - the whole eeriee 
or oontraou that theJ an tal.kinc about 
bu7ing and •oCloJ 1e bandl1nc. 

Yeab. 

And that' e bogged down. !ben there' e thit 
thing - thie tall tbat the a. r.c. ehould 
take oYer all of the oontraote or the Sngl1eh -
I aean, the down paJaenu. 

Ob, Jeah. 

And the third thing 1e we'•e put up to Jonee 
that he a1ght bUJ eoae Auetral1an wool wb1ob 
would g1Ye thea additional aone7. You eee? 

Yeab. !bat ie, aore wool than be took 
before, hub? 
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Yeah. Well, wool whiob would oo .. here bu~ 
woul4n 1 t be paid tor un~1l 1 t wae u .. d. 

Yeah. Bow auoh wool are )'OU talk1nc about 
nowf 

I think 1t 1e 250 a1ll1on pounda and 1 t' e 
euppoeed to be worth 6oft, and that would 
g1u thea .one)' r1gbt an)' that the)' oould 
uee beoauee ae tar ae I know 1t hae not been 
1noluded 1n the l1et wb1ob I bad earaarked 
to get the outetan41ng oontraote. 

Yeah. I eee. 

But thie thins 1e all our town, ner,bo41 
gete exo1ted, e•er,bo4J bae h1e own 1deae 
and I 'a ea11ng ••••• 

I ba'l'en' t beard about 1t bet ore. 

Well, l'a ea)'1ng to )'Our taoe Wbat I'•• 
ea1d behind )'Our baolt that the onl7 -n 
who eeeae to underetand What I tried to 
explain on Deoeaber 2nd 1e tnudeen. 

(Laughe). 

It'• true. I aean, the thine 1e eo e1~le 
that the)' won't lhten, and that 11 that 1t 
the)' eold e•er, p1eoe ot propert1 the)' ba'l'e 
1n tb1e oounti'J and e'l'er)' ebare ot etoolt, 
1 t would Juet barel)' paJ tor the order• the)' 
ba'l'e outetan41ng. low what 10111 ot th"e 
tellowe ea)' 1e, well, wb1 oan't the)' uee the 
etutt - 1n other worde, put up the eaae 
collateral tw1oe? 

(Le.uahe). 

And I .., well, 1t1 e Juet orooked. 

(Laqbe) . 
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But B1U, reall)', I aean Judge Pattereon 
oannot underetand wb1 the)' oan't do that tw1oe. 

Well, he probabl7 think• tbe)' 1re go1ng to 
ren1g on paJ1ng tor what tbeJ'•e got. 
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Well •• ••• • 

AI 101\C a1 JOU ba'fl a dltln1\l OO.aita1nt 
tor thea that the7 are coinc t o paJ what 
tbe:t'•e got on order and that JOU

1ll buJ 
oertain tbinge, I think that 11ttle1 it, 
doeen't it? 

Well, I think eo. 

Bow aan:t people are JOU goi ng to ban 1n the 
aeeUnc' 

Well, I alked 8tialon, lnox, rou and Jooee. 

All right. Let 1 • not set a b1& aeet1ng, 
JOU lee. 

Ro, that'• all I'•• 1nY1te4. 

All right. 

But I 1uppoae ner:tbod7 will bring b1a 
laWJtl'. 

Well, I'a not going to bring anr l&WJerl 

No, JOU ne•er do. 0.1. 

All right, tine. 

'l'banlt JOU. 

1.30 
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K.M.Jr: 

Janii&J'J 21 , 191n 
11:22 a •• • 

Ba•e 1ou got •1 father up there? 

Yet. He'• enJo1ing hlaeelf. 

He 11. 

Yee. 

Ia he where he oan heart 

Yea. 

Good. Nov, hov'• lenned1 doing? 

Vert well. 

He 11. 

Yee. 

Are 10u where you oan talk? 

Yea. 

Well , vbat'e the line he '• taking? 
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He'e taking t he l ine that the heart or the 
bill ie all right, that he belieYee in 
Congreaa exercising itt coordinate f uncti ons 
at all tiaea including an eaergenc7, but 
he baa aleo l aid that liaitati one on aaount 
are not neceeear7 beoauee the Appropriation• 
Co-1 ttee handle• that. Be .. id he would 
fa• or a liai ta t1on in t1ae, that be would be 
in faYor of an aaendaant prohibiting conYOJI 
i f the bill had an7th1ng to do with it, but 
he underatande that it hatn't. Be would be 
in faYor of Halting an1 etep vhloh would 
lead the American people to feel that to 
protect their prettige the7 ought to go to 
war, but he aa71 be underetandl that there 
il nothing in the bill vhloh oo•ere that. 
He'• been vert careful in what he eaid about 
the bill and wha t hie attitude• are. 

Ia Fleh through quutloning bla? 
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Yea, rtah 1• throuch and 1'1~ 1a 
queet1on1ng h1a nov and 1'1nkhaa eeeae to 
be handling h1a "ttf"/ au1l7. 

What's that? 

I ea)' 1'1nkhaa eee111 to be handling h1a ••rr eaa11J; he eeema to be atra1d ot h1a. 

I eee. Beeae to be atra1d ot h1a, huh? 

Yeah. 

I eee. Well, oall ae up again at ebarp 
12:00 Vill )'OU? 

I oerta1nl7 v111. 

Sharp 12:00. 

Right. Thank you ••f"l much. 
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January 21 , 1941 
11:30 a.m. 

!lE PA'lK HOLDING COMPANIES 

?resent : 

!'.!'.Jr: 

relano : 

!! . ~' . Jr: 

Pell: 

H." . Jr: 

Delano: 

I' ." .Jr: 

~!!'. Bell 
!Lr. Delano 
L!r. 0 ' Connell 
~!!' . Foley 

!low are you? 

Very good, thank you , sir . 

Now, 11r . Bell and l'r. Foley, do rou want 
to give me the history when we f1rst started 
talking bank holding wi. th thts group'? '!lho 
can do that., 

I guess Mr. Delano . 

Go ahead . 

I have dug this out of the f i les, you see . 
It antedates Tll1 t ime, ~·r. Secretary, but I 
thought you ought to have this correspondence 
before ~. Eccles came over because it has 
to do, auparently, ~ith a commitment which 
was made-by Jesse Jones and Ronald Ransom, 
and Leo Crowley, and these gentlemen back in 
1938, in the spring of 1938, and I just 
thought I would - I wanted you to see t hat 
before you talked to them. 

Flne . "RFC." This is addressed to me? 
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Yes . 

"March 17, 1938. At the last meeting of the 
interdepartmental committee held in your 
office March 14 to consider recommendation 

:134 

to the President regarding bank legislation -" 
I will read it myself. 

Let me ask you a question. "Governor Ransom 
and the Comptroller see no reason for transferring 
this authority which now rests with the Federal 
Reserve Board and the Comptroller, although they 
feel that if a change is made, i t should be 
the responsibility of one agency. " 

What authority? 

That is the authority for voting permits. 
In '35, possibly '33, Federal Reserve Board 
was granted certain authority over holding 
companies by voting permits . 

Now, this is a bill whi ch is now before 
Senator Glass, and bow does that handle 
that? 

That simply removes all need for any such 
llermit. 

I see. So that controversy wouldn't come up. 

No that wouldn't coae up. 

In the next paragraph, too. "The directors 
and executive force of the Reconstruction 
Finance Corporation are of the opinion that 
this contr~ is so involved with the question 
of bank supervision that the two should be 
considered together and ultiaately r est 
with tm Federal Delloai t Insurance Corporation. " 

• 
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That isn't up now, ia it? 

No , I don't think that bas any effect 
on it . . The thing I had in mind was this 
statement that this was a unanimous agree­
ment, and i f you will just turn the page 
you will see what was recommended to the 
President and that he did say it , so that 
bas become Administration policy. 

"The ~stablishment and maintenance of a 
sound banking system which would serve the 
~ublic interest has been a constant ob­
Jective ot this Admini stration. 

"In furtherance of thia opjective, Congress 
should again give consideration t o the bank 
holding company problem, and determine in 
what manner existing laws, including legis­
lation dealing with these companies enacted 
during this Administration, should be 
s trengt be ned . 

135 

"I recommend that t he Congress enact at this 
session legislation that will effectively 
control the operat ion of bank hol ding companies 
and prevent holding companies from acquir1ng 
control of any more banks , directly or in­
directly, or banks controll ed by holding coapanies 
from establishing any more branches, and t .hat 
will make it illegal for a holding company, or 
any corporation or enterpri se in which it is 
financially interested, to borrow from or sell 
securities to a ba.nk in which it holds stock. 

"Believing it to be a sound principle of 
government, I recommend that this bank legis­
lation make pr ovisi on tor the gradual separat ion 
ot banks from holding company control or owner­
ship, allowing a reasonable t iae for this 
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accomplishment, time enough tor it to be 
done in an orderly manner and without causing 
inconvenience to communities served by holding 
comn any ban.ks • " 

You notice the last paragraph in there is 
exactly wh.at we have in our bill and also he 
says that be would prevent expansion and 
this is that committee, this interdepartmental 
committee, would prevent expansion or the 
acquisition of more banks by holdinv companies 
or the granting of any branches of holding 
company banks, and that is exactly what we 
are doing here through the Administrat ion, 

~ell now, what do I need besides this? 

Well 

You want the l etter you sent to the President . 
I guess that was sent to each one of these 
people, though, wasn' t it~ 

Well, they won't have this stuff. What have 
you there, Dan'? 

Your letter to the President and Jesse Jones' 
letter, and the memorandum, which I take it 
was included in the messsage. 

I didn't refer to that . I referred to your 
letter of January 3, 1941. That is the same 
stuff that you just saw. 

Well, I think what we ought to have is thi~ 
information for them, set like this in a n1ce 
little book, Jesse's letter to me - the only 
thing that isn' t here is my letter to the 
President of the l?th. 

Your letter to the President of 1938 is there. 
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Is it" 

Yes . 

Yes . 

That is right, what is this" 

This is an excerpt from the Presidenti al 
message. It shows that he used this . 

Isn't this the actual message" 

This isn' t the actual message, this is what 
you recommended and this is what he said , 
and they are practically the same thing. 
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And there is the death sentence recommendation 
in the last paragraph. 

Well, could I - could your office have enough 
sets of this so that everybody who is coming 
could get a set of that" 

I don ' t know whether we can get the photostats, 
but we can make copies. 

Sure, we have got plenty of time. 

Would you like it just in this form" 

I think it is very nice. 

And would you like to have anything else" 

No , I don ' t t hink so. 

Well, how about this letter? 

r would put that letter in, too. 
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Yes, because that is what led up to the 
meeting. 

~~at is that letter? 

1.38 

That is the one on the thi rd of January, '41, 
asking that a s imilar recommendati on for the 
bank holding companies be incl uded in the 
current message to Congress. What the President 
did i s send a memorandum (January 16, 1941) to 
each of these agencies and attach that letter. 

Where is that letter~ 

I haven't got i t. It said "Get ~ogether and 
work out a program. " 

You never saw it? 

I had to get mine out side. 

Where did .you get it~ 

Leo showed it to me. 

You have been snooping, have youn 

Yes, by request. (Laughter) 

I guess that i s what you call a successful 
snoop. This went to Treasury, Crowley, 
Comptoller, and Eccles. You see, I have 
added to that Jerome Frank and Jones. 

They are coming this afternoon? 

Yes . Now, we can show them thts . I don't 
think I would show them that because it would 
only make Jones and Frank mad. 

That is right . Well then ,. we had better keep 
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this part out and put this par t in . 

That is right .· 

1.39 

And I have got to have six of these made . 

Yes . And don ' t you think it might be a nice 
thing to get it over to these fellows before 
lunch, simplf say , "This is What I am going 
to take up Wl~h you gentlemen this afternoon"? 

(Miss Chauncey entered the conference.) 

I think we can do it . It is just a question 
of the photostats. 

Well, we have photostat people downstairs . 

Miss Chauncey, there is here a memorandum 
on January 16 from the President to me and 
Secretary Jones and Crowley, returning my 
correspondence of January 3. Take it over 
on that t able and see if you can fish i t 
out . It is not here. 

Now, I think we could , don ' t you~ 

Oh yes. Now that would be what is here plus 
that letter of yours to the President, plus 
his memorandum back . 

Do you think you would put that on? 

No, I wouldn't. 

No, I l!(luldn't, 
You can exnlain that be asked you to get the 
group together and work out a program, and 
that is the purpose of the meeting. 
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Yes, and we are all members of that -­

Banking Committee, Interdepartmental Banking 
Committee. 

That memo is i n Mrs. Klotz' basket asking 
you to confer wi th those four gentlemen. 

1s it in there" 

Yes . I will get it. 

•::ell now, just a second . I am s im1>ly going 
to say, "Well. gentlemen, I have done this 
and we wi ll follow up what we did two years 
ago. The President asked us to confer. " 

Non, when you send that over , I would put a 
copy of the bill in there . 

Yes, a copy of the last bill. 

A copy of the last bill . Now, I am just 
thinking out loud. 

(~iss Chauncey returned wi th ~emorandum} 

Does anybody need thi s" I can hue this on 
my desk for three o ' clock. I thi nk we can 
say, "Now, Jesse , you did a beautiful job 
on this thing two years ago. Would you be 
willing to - if there is any disagreement 
amongst t hi s group, if you want to change 
the thing any from what Mr . Jones wrote me , 
then I am goin~ t o ask Mr. Jones to act in 
the same capacJ. t y as be did two years ago. " 

What do you thinkQ 

Bell : You mean in writing this --
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No, he was Chairman of the Suboommittee . 

To work out a progr am? 

No. I am t hinking out loud. I am simoly 
saying, "The President asked us to get' 
together. Does anybody feel different ly 
than he did two years ago about this thing? 
If he does, let ' s talk it over." 
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Now, would you hand it back to Jesse~ I 
guess not. No, I have tried it . ~ell, I 
will siJII!lly say, " Does anybody feel differently, 
or can I say to the President that we stand 
Just where we did .two yea.rs ago~· 

Jind this last bill is a pract ical statement 
of our position. 

l wonder how Eccles stood at that t ime? This 
memorandum was from Ransom, I take i t . 

Viell, the letter to the President said that 
the group was unanimous in recommending the 
suggestion attached to be included in tbe 
President ' s message to Congress . 

But the group, Ed 
not t:ccles . 

it included Ransom and 

But be wu acting as Chairman of the Board 
at the time. Eccles was away. 

Bell: Well, he has got an out , He can say, "Well, 
I wasn't in on that . • 

Foley: 

H.!.I.Jr: 

Well, i t was his r epresentative that committed 
t he .Board. 

Well, the purpose of the meeting ia to see 
it anybody disagrees and if they do, "Well, 
where do you disagree?" 
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Tb&t ia right. 

Wh&t d&te was that letter, l~y '389 

Which letter, Dan? 

The one tb&t Jesse Jones wrote. 

I t was M&rcb 17, 1938. The Presi dent's 
mess&ge was April 29, 1938, the message that 
included the recommendation. 

Marriner apparently was just away !or a 
few d&ys . 

Well, Ransom took the matter up with the 
Board, I remember, at the t ime and be also 
had conversations on the telephone with 
Eccles . 
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\\ell , I just tbink-- "Here i t is, we have done 
this thing. l~e asked Senator Glus t o intro­
duce thi s bill. " Do you (Foley) want t bis9 

Well, Preston will probably need that for 
his photostats. 

Yes, but bow do I la\O'If that I am ever going 
to get these back'? 

Just a commi tment f rom me, I guess. 

It is good enough. (Laughter) 

It puts me on the spot. 

You mean before three or for your personal 
files'? Are they your files? 

Yes , they are out of my diary. I don't know 
bow he (Foley) ever got them. 
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It looked like permt.nent Treasury files . 
He (Secretary) calls them a part of his 
diary. 

All right, we will do it in a straight­
from-the - shoulder method, you see, the 
innocent way. 

So what" 

Yes, so what. 

This is what they are goiny to say . ~at 
program are we to work out here?" 

Simply this. If everybody is in favor of 
this bill, I will simply wri te the President 
and say that we are all behind it and I am 
go ing to ask him to send a message up. I am 
going to ask him to send another message , 
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a follow up , two years after he sent the 
other one, to send the identical same message . 
I think it will be all right. 

O.K. 
"Well , why didn't you consult us before'?'' 

"Well , everybody was agreed. This is just 
a follow up. " 

Well, rou can say this , that Senator Glass 
was go1ng to introduce his old bill the fi r st 
day of the sessi on and be so told you. 

But which came f i rst, the chicken or the egg~ 
Did I talk to him or did he talk to me'? Would 
he have introduced the bill if we hadn' t gone 
to see him? O.K. I am afrai d it would have 
been a Glass egg. I am right, am I not? 
We prodded him. 
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That is r ight , we went to see him on the 
branches . 

Yfuo went with me~ 

How did you (Bell) and Mario eet along this 
morning? 

Fine, very pleasant . 

What happened? 

Oh, he wanted me to call the committee 
together to thrash out the meaning of the 
paragraph that set up the committee . Do 
you remember, Ed? It set up the committee 
to determine the value of the real estate . 

Yes . 
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And I tol d him that we didn ' t want t o call a 
committee together , that we wanted the matter 
set tled out there and we would 'Out it' in the 
hands of this Subcommittee and we wanted them 
to settle it and to go back and talk to him. 
I told him I would talk to Preston again, but 
that is 'llh.at we would rather have him do . He 
was very nice, he wasn't belligerent at all. 

Did he come alone~ 

Yes . 

Nobody with him~ 

No . 

Did you see him alone? 

Yes . 

And that is the only thing he had in mind" 
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- 13 -

He didn't mention br&nchea or anything 
else. He said, "We hne been geHing &long 
fine out there . " He said , "I don ' t want to 
h&ve any scraps with Wright bec&use we hne 
to live with him; and if there are to be any 
scraps , I want them back in Washington, 
because I have to live with \•right . " He was 
really very nice. He never mentioned once 
about his branches . 

Wonderful . Incidentally, Foley and I saw 
Glass on Saturday and be says, "You gave 
them too many branches . It is your faul t, 
Morgenthau, you never should have l et them 
grow that way. Don ' t you gi ve them a branch. 
Take some of them aw&y from them. It is your 
fault , you never shoul d have l et them grow 
that w&y. " 

I said , "You know, Senator, \!r. O' Connor 
was appo inted before I came in." I said, 
"I run the Gomptroller' s office . " He said, 
"You don •t run i t enough." 

That i s perfect . 

"You don't run it enough, run it more . " 

That is certai nly 

He says, "Not only too many branches, no more 
branches, take some of them away from them. 
You don't run the Comptroller ' s office enough." 

I said, "VIell·, I am not trying to run it. 
can get along with Preston Delano and I 
couldn' t with O' Connor . " I said , "You 
fellows up here say I run it too much." 

"You don ' t run it enough. Take them away, 
take the branches away." 

I 
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I am just thinking about that one . 

Well, I am telling you. 
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So you have ever~thing that I have, on 
the 18th - I don t think I am going to show 
this around today - because I am a little 
bit nervous after my talk with Glass. He 
had been talking with the President . I wrote 
the President and handed it over to the House 
on the 18th. 

"V~ dear Mr. President : 

"On receiving your memorandum in reference 
to the bank holding company legislation, I 
have asked the various agencies involved to 
meet with me next Tuesday afternoon at 
3:00 o ' clock . 

"At thl s meeting, I propose to inform the 
grouo that you favor the so-called death­
sentence provision in the bill introduced by 
Senator lilass, whi ch seoarates the holding 
companies from the banks by June ao, 1\}44, 
which, as I under stand it, is your position. 

"For your information , I L• attaching a copy 
of Senator Glass ' bill . " 

And I have had no answer. I didn't expect an 
answer. But t hat certainly is very plain 
English, isn't it~ 

Certainly if he had any objection be would 
get in touch wi th you before t hree o ' clock, 
I should think. 
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- 15 -

Ttl. I wu telling Da about it. I s•t 
that to hill, ud he hall it at one o • clock 
Saturdq; t.Dd knowlug the ~peed with which 
he reads these thillga, I aa aun that trca 
one o'clock Saturd17 - there 1a SuDdq, 
Vondq, Tuesdar, that ia three daya elapsed 
tiae. I should think that --

ADd thle JROrning he had a good chance to get 
at it, eTen alter Inauguration. 

Oh lea, eo that vuta hia on notice about -r 
pos tion. I don t expect to uae it, but 
it anybod7 puibea ae ... ... . 

ill right, gents, I wi ll see rou at thl'ee, 
and it 70U can do that physically. 

Righto. 
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'11m CONOUES$ 
lrr Smaol< 5.310 

IN TilE SENATE OF THE UNITED STATES 

J.o..'<'CAU 14, 1~1 

~lr. (;._,,. (by requoot) introduced the following bill; whieh wu ,....d twice 
and rtftrrod to the Committee on Banking and Cllrrtney 

A BILL 
Tu rrj!ulnte the control of insured banks by holding eompauies, 

nnd for other purpo~cs. 

I Be it enacted by the Stmate and Bouse of Representa­

~ tict& of the United Statu of America in Congress QMembled, 

3 TlTU'! 

4 :'IIWTtos 1. 'fhis Act may be cited ns the "B11nk Holding 

5 Cotn)llmy Act of 19·U". 

6 OEI!JNlTlONS 

7 Soo. 2. When used in this AN unless the context otber-

8 wiso rcquires-

9 ( l) The term "company" means nny bank, corporation, 

10 partnership, a..<oSociation, joint stock company, busine.."S tntSt, 

ll or organized group of persons, whether ineof}l(lrated or not , 
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1 or any recci,·er, t=tcc, or other liquidating agent of any of 

2 rho foregoing in bis capacity ns such, but shaU not be deemed 

3 to include tho United States, n Shlte, nny political subdivision . 
4 of a State, or any agency of tho United Stutes, of a. State, or 

6 of any political subdivision of a State. 

6 (2) Tbe twm "insured bank" means any bank the de-

7 posits of which are insured under the provisions of seetion 

8 12B of the Federal Reserve Acl, as amended. 

9 (3) The tem1 ""oting security" includes any security 

10 entit ling the owner or bolder thereof to vote in the direction 

11 or numngcmcnt of the affairs of It bank, either directly or 

12 through uny other person or company, and o.ny security 

13 is~ued uudcr or pursuant to ~tuy tmst, agreement, or =ge-

14 mont whereby a tnlstee or tmstecs or agent or agents for the 

15 owner or holder of such seeurity are entitled to vote in tbe 

16 direction or management of tho affairs of a bank. 

17 (4) The terms "own", "control", "bold", and "ao-

18 quire", as applied to voting securities ore intended and sbaU 

19 be deemed to include the receipt, possession or enjoymOJlt, 
• 

20 directly or through any other company, entity, device, 91 

21 status whatsoever, of any legal, equitable, or beneficial right, 

22 title, or interest in any voting security. 

23 (5) The term "Board" means Board of Directors o( 

2i the Federal Deposit Insurance Corporation. 
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1 ( 6) The term "State" means any State of the U nired 

2 Statos or the District of Columbia. 

3 Tho preceding definitions shall be broadly interpreted 

i so as to prevent the evasion or circumvention by any device 

5 wb&tsoover of the provisions ol this Aet or ol any rule or 

6 regulation thereunder. 

7 PRO~ONS 

8 SEC. 3. After June 30, 1944, it shall be unlawful (a) 

9 lor any company to own, control, hold, or acquire m~ 

10 than 10 per centum ol the voting securities ol an instmd 

ll bnnk, or (b) for more than 10 per centum ol tho voting 

12 sccuritie~ ol on insured bank to be held by a t.ntstce IJr 

13 trustees for the benefit of tho sharcboldcrs, members or par-

14 ticipants of any one company, or (c) for any company 

15 to control in any Dlllnner, citlter directly, or indirectly 

16 through nny othe( company or individunl, or otherwise, the 

17 IIWlAgCrnent or pclicies of an insured benk, or tbe election 

18 of a mBjority ofthe directors of an insured oonk. 

19 

20 

EXEm>TlONS 

Soo. 4. Notwithstanding tho foregoing, the prohibiti&D.~ 

21 contained in section 3 of this L\c;t shall not apply to ony oom-

22 pany which is dctennined by the Doord (a.) not to control 

23 the management or pclicies of any i.nsurcd ba.nk, or (b) to 

:It control only incidentally the management or policil'l! of one 
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• 
1 · or more insored banks, the company being primarily ~ 

2 in business not closely related to banking, wlien IUtm control 

1 _will not, in the opinion of the Board, adftnely allect the 

f b&nklng bu.sine!!l! or the publio or be inOOIIIlistent with the 

II gpueral Jlttrp068 of this statut.o. In addition, eeclion 3 of 

6 this Act shall not be constmed as prohibiting aoy company 

J from acquiring in good fa.ith any voting securities of ao 

8 insured bank in Slltisfft(ltion of debts previously oontracOOd in 

9 the course of its bu.siness, but no voting securities 10 acquired 

10 in excess of the amounts prescribed in eeclioa 8 of lhia Act 

11 shall be owned, controlled, or held by such oompt.ny for a 

12 longer periOd than six months • 

.18. D!VIDBNJ) II.B8TBJOl'ION8 

H Bro. 5. After tbe dal.e of the approval of this Act, it 

ll5 ahall be unlawful for any insured bank, over the objection 

16 of the Comptroller of the Currency ittueh bank ie a .wion&l 

17 banking IISSO{-iation, or .. bank or 1rw1t OOII'IJMDY doiar bust-

18 De!!!! in the District of Columbia, or over the oojeo&i011 of the 

19 Board if such bank is not a national banking UIOOia&ion, or 

10 a butt or trns1 company doing ._ in &be Dillrict of 

21 Oulumbia, to declare or to pt.y any dividend or uy of its 

'21 oapit&l stoolt when, in the opinion of the Compboller of the 

311 Onrrency or the Board, as the - may lie, the decllliratioB 
lM or pt.yment of uy 8Uc:h divideod woaJd not lie onmpeb't.Je 

2IS with the best interesta of such bank, ita depoeiton or other 

26 orediton, or with the public intereet, 
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1 BAJIOTIONB 

2 81!0. 6. ( 1) Any company which knowingly violates 

S IUIY provision of lhi.8 Act or of any rule or regulation lhere-

4 under, upon conviction thereof, shall be subject, for cacb 

5 violation, to & fine of not exceeding 8100,000, and 1111y indi-

6 vidual who knowingly violates any provision of this Act or of 

7 any rule or regulation thereundar, upon conviction lhereof, 

8 shall be subject, for each violation, to a fine of not exceeding 

9 810,000, or to imprisonment for not exceeding five years, or 

10 to bolh, in the discretion of tho court. 

1.5? 

11 (2) Whenever, in the opinion of tho Boord, "ny officer 

12 or director of an insu.red bank is responsible for IUIY violation 

13 of any of the provisions of this Act, or of MY of lhe rules 

U or regulatiooa thereunder or, bt.ving knowledge of a 'iolation, 

15 falls to cliscloee such violation to th.o proper aulhoritics, the 

16 Boa.rd m&y CIIIIS6 notice to be served upon such director or 

17. officer to r.ppear before the Board to show Cl8US8 why be 

18 should not be removed from office. A copy of such order 

19 shall be sent to each direttor of tbn bank ntlected by ~gi&-
20 tered maiL If after granting the accused director or officer 

21 a reaeonable opportunity to be hcl\rd the Board finds that 

22 he is respooaible for or, having lrnowledge tbereof, bas failed 

23 to diaclose to the proper authorities any such ''iolation, the 

24 Board in ita discretion m&y order that such director or officer 

25 be removed from office. A copy of 10cb order ._n be 
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1 I!Crved upon such director or offioer. A copy of such orckr 

2 shull nlso he served upon the hnuk of whicl1 he is a director 

3 or oflicer, whereupon such director or officer sbnll cease to 

4 I.e 11 dir('<:lor or officer of such bnnk. Any suoh director 

5 ur oflircr rc111ovcd from ofiioo M herrin provided, who there-

6 nftrr paniciJmtcs in any manner in the management of such . 

7 hank. shall be deemed to bnve ,·jointed this Act and shall be 

8 ~ubjet~ to the penalties prescribed in subsection ( 1} of this 

9 section. 

10 (3} Whenever it sbnll appear to the Board that any 

11 f'l'l'l'On is cugugcd in or about to cngnge in any acts or prnc-

12 ticc~ which constitute or will constitute a violation of any of 

13 tho provisions of this Act, or of any n1le or reb•ulntion there-

14 nnd<•r. the Board may in its discretion bring an action, in any 

15 coun grouted jurisdiction in such cases by this Act, to enjoin 

16 $UCb acts or practices and to enforce oomplisoce with tbe pro-

17 vi•ious of this Act or of any n1le or regulation thereunder, 

18 nud npon n proper showing n pcrmnnent or temporary in-

19 jlliiCtion or decree or rcstmining or mandutory order shoJI 

20 be grouted without bond. 

21 
JUlUSDlOTION 

22 
Sv.('. 7. 'l'he Distri~'t Courts of tlw Uuitcd Stutc~, and tho 

23 Uuitrd Stntcs Courts of any Trrritory or otl~er pllloo subject 

24 to the jurisdiction of tbc U uit~ States, shaU have originAl 

~ jurisdiction 0\'Cr any proceedings instituted ander My of tbe 
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1 provisiODll of this Act or of any rule or regulation thereunder, 

2 tUJd, concurrently with State and Territoriul oourts, ~f all 

s suits in equity and actions at law hrongbt to enforce any 

4 liability or duty created by, or to enjoin any violation of, 

5 any provisions of this Act, or of any role or regulation thero-

6 under. No costs shall be assessed for or against the Board 

7 in any proceeding under this Act brought by or against the 

8 BoaTel in any oourt. 

9 AD'MINISTRATION 

10 SEC. 8. ( 1) The administration of this Act is hereby 

ll vested in the Board which shall have authority to make, 

12 issue, amend, and rescind such mlcs and regulations (in-

13 eluding definitions of banking, technical, and trade tenns 

U used in this Act) as lilA)' be necessary or appropriate to carry 

15 out the provisions of this Act. 

16 (2) The Boanl, in its discretion, may investigate any 

17 facts, conditiolll!, pmctices, or matters which it may deem 

18 necessary or appropriate for the purpose of determining 

19 whether nny company or iudividunl has violatetl or is about 

20 to violate nny provision of this Act or of any nllo or regula-

21 tion tbcrettudcr, or for the purpose of aiding in the cnforce-

22 mont of tho provisions of this Act, or aiding in tho prescribing 

23 of mlcs nod regtdation.s thereunder, or in the obtaining of 

U infonnation to sene as a basis for recommending further legis-

25 lation concerning the mAtters to which this Act relates. For 
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1 the purpose of any investigation or any other prooeeding 

2 under tltis Ac~, any member of tho Board, or any officer 

S thereof designated by it, is empowered ro administer oaths 

4 and affinnations, subpena wimesses, compel their attendance, 

5 take evidence, and require tho production of any books, 

6 p11pers, oorrespondcnee, memornnda, contmclll, agreements, 

7 or other reoords which the Board, or any sucb member, or 

8 any such officer, deems relevan~ or material ro the inquiry. 

9 Such attendance of witnesses and the production of any socb 

10 records may be required from any place in any State or in 

11 uny Territory or other place subject ro the jurisdiction of 

12 the United States at 110y designated place of hearing. In 

18 eese of ooutumncy by or refusal to obey a subpena issued tc, 

14 110y person, the Board may invoke the aid of any district 

15 oourt of the United States or of any United States oourt of 

16 any Territory or other place subject ro the jurisdiction of 

l7 the United States, in requiring the attendance and Ulstimony 

18 of witnesses and the production of books, papers, oorrcspood-

19 once, mcmo11Uida, contmcll!, agreements, or oiJJer records. 

20 Any such com may issue 110 order requiriog such person 

21 tc appear before the Board, 110y meq~ber of the Board, or 

22 any oflioor lhPreof designated hy the Board, there ro produee 

~ records, if su ordered, or to give testimony roucbiog the 

24 matter under in"restigatioo or in question; and any failure 19 
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1 obey such ol'lrer of the court may be pllllished by such coon 

2 liS a. oontempt thereof. 

3 8BPABABU·1TY OF PBOVIBION8 

4 SBO. 9. If any provision of this Act, or t.bo application 

5 of such provision to any person or ciroumsta.noos, shall be 

6 held invalid, the remainder of this Act and the a.pplieetion of 

7 such provision w persons or circwnsta.noes other than those 

8 as w which it is held invalid, sh&ll not be affected thereby. 
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H.K.Jr: 

Operator : 

rranlr. 
Knox: 

P.. M.Jr: 

X: 

R.K.Jr: 

I: 

H. M.Jr: 

X: 

H.M.Jr: 

X: 

B.M,Jr: 

l : 

II.M.Jr: 

l : 

Hello. 

Seoretar1 lnox. 

Hello, Henry. 

How are you? 

Fine. 

January 21 , 19~1 
2:13 p.a. 

160./ 

Frank, I wanted to tell you What t hie meeting 
ie going t o be t oaorrov morning. 

All right. 

• ow, at that tiae there are three t hing• 
we're taking up. 8t iaeon ie working on a 
plan t o take oTer $160 ailli on worth ot 
contract• and I think he i e ueing McCloy. 
Hello? 

Yeah. 

And t hey eay they are etuok with Jonee, and 
I brought t hat to Jonee' attention. Then 
there 1e the 1550 milli on, which I call the 
Knox plan, which I 1 Te aeked Jonee to be ready 
to talk about. 

Yeah. 

Now we're going into ~~ thing and we think 
there 1e' a oontliot between tboee two. In 
other verde, oTerlapping, you •••· 

I don't lr.now enough about it. No, I don't 
think t he Britieh howeTer baTe paid any 
caeh down on the Buick or the Studebaker 
contraote, baTe theyt 

Well, I'll baTe all ot that. Now, •Y 
purpoee ie tbie: Phil Young eaid you

1
Te 

got a aan b7 the naae ot Wiee i n your 
ottice who work• on thie. 

Wiee. Wa1 t a ainute. 
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R.M.Jr: 

1: 

H. M.Jr : 

1: 

H.M.Jr: 

1: 

R.M.Jr: 

1: 

H. M.Jr: 

I : 

B:II .Jr: 

1: 

- 2 -

RaYe JOU got 1oaebod7 b7 the na.e ot Wieet 

Walt a ainute, Benr,. ( !al ke aeide). y 1 
be'• an attorne7 1n J1a r orreetal'• ott1:e: 

Well, wbD 1e there that 70u 1d l ike to - we're 
working oYer here to set rea4J tor toaorrow. 
I1 there anJbo4J that J OU 1d l1ke to 11t 1n 
on 1t, to repreeent 7out 

You aean 1n the way ot a l aWJert 

No, eoaebo4J who knowe aobe)' , t1nanoee. 

Well , Ju would be the beat .aa ot oou.r11. 

Or would J OU rather Juet Wli' un'il toaorrow 
aorn1ng and then I'll tr7 'o explain 1t 
u beet I oan 1n the aorn1ns . 

I think that would be bett er, Henr,. 

All right. 
ba•e 1t all 
aorning. 

Well , that' • the th1n& and I' l l 
1n blaok and wh1te t oaorrow 

All r1gbt. Now, while I'•• got 7ou on the 
phone - I wae going to oall JOU up a little 
later, I'll do it now. !be l aet tiae I 
wae with the Preeident and I bad Btark w1tb 
•• and Btueon and Marehall were there, be 
talked about a po .. ibll break and nobo4J 
knew when it a1ght ooae, and be t old •• eo•• 
thins• he wanted •• t o do. 

Yeah. 
down here 

161 

One ot our tellowe/th1nk• that in the light 
ot the po .. ible iaalnenoe ot that break that 
one ot the t1ret etepe \hat would baYe to be 
taken would be to take our the Cout Guard , 
and the)' haYe Juet la1d down on 81· deek -
wbioh I hann 1 t done an)'th1n& about and 4140' t 
propoee to until I talked t o J OU - a propoeal 
to take o•er the Coaet Guard r1gbt awa7 and 
get theee lh1pe 1n lhape t or uee 1n oaee we 
bad to handle the oonYOJ1ng fropo•1tion 
a oro11 the ooean, and I 4140 t want to do 
an7th1ng about that until I bad tal ked to 
J OU about it. Bow doel i\ appeal t o J out 
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11.11.Jr: 

1: 

H.II.Jr: 

1: 

H.M.Jr: 

1: 

H.II.Jr: 

1: 

R.M.Jr : 

_,_ 

Well, 1t JOU woul4n't a1n4 eta71111 beh1n4 
a oouple of a1nut11 to.ol'J'Ow .om1nc and 
ull1DC •• a l1Uh aore, I'll 40 &nJWnc 
tbat'e reaeonable. 

Well, I'll do tbat. I'll br1nc the ool"''e­
epondenoe froa 87 own Bureau Obief w1th ae 
and eho•· JOU wbat the7 e&7. 

And an7th1ng tba t 1 e reaeonable I 1 ll be for. 

Wbatt 

If 1t'e reaeonable I'll be t or 1t. 

162 

Yeah, I Jmew J OU would be but I 414111 t Rllt 
to do &nJthlng like tbat W1 thOut t1ret Ulllna 
\0 J OU. 

Well , I apprec iate the oourtee7. 

All r1pt, Benr7, 

'l'hanlt JOU, 
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1.~ 1\f.TT[ Sll PURCHASt Nr. FROG!i.AM 

0 resen t : 

Pu r vi 

t . • '.' . Jr : 

Sir Frederick Phi l l i ps 
!l.r • Pur vi s 
l'r . Young 
!' r . l'cCl oy 

~e felt people would ~e comln~ and saying, 
'''I ell, there is 60 million dollars in the 
Mr Der-artment . '/.hat orders 110uld you 
like to pl ace against that"" That is the 
present position. 

llol'l , the story on that is , use of these 
funds was once cl eared , and such use was 
subsequently denied that the purchases 
•1ere such as t o be only British type . 
It was Secretary 1'orgent hau ' s sug£estion 
that the '!.ar Denart ment be consulted . 
~hat has been agreed . 

Xow, v.hetber that i s now t hroui:h and disposed 
of, I don't know; but for the very reason 
those two had been cons i dered out of the 
Ylll.'J for so:ne time, v.e did not i nclude the~ 
with these because these v;ere thi.n:;s r.e 
would sti 11 like t o do . 

~ow , wait a minute. ¥e are going over this 
t hing too fast. ·ow , v.hat were those fi:ures 
that you (Phi llips) gave me~ The various 
hundred and f ifties , v:hat were they" 

/ 
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Phillips: 

l'urv is : 

Phillips: 

H.\l.Jr: 

Purvis : 

H.ll. Jr: 

Purvis : 

H.li . Jr : 

"bill \"ps : 

H.!.!. J r: 

"llillios : 

H.:\I.Jr: 

Phillips: 

164 

- 2 -

The figur es I had , sir, were the amount of 
advance paJMnh we han made - down pa111411ta 
we have sade on contracts in excesa of the 
deliveries we have taken and SS ••• ~ total . 

Six hundred five. 

But my five fifty was divided 400 to United 
States contracts - -

Is this on a sheet of paper1 

This is the one that isn' t in because we 
were told that the money wouldn' t be available 
on Friday. 

This ~e what you called down payments? 

Yes . 

This , I •ould say, Phil, wou!a be Sheet No . 1, 
do'IWD payments, 400 million for •hat~ 

United States type and 150 British type 
airplanes . 

A hundred and 50 British type. 

Then a little line under that . Then capital, 
another 150, 150 being our investments --

Ia this 150 in United States type or British 
type~ 

I don't know. Seventy and 30 would probably 
be close enough. 

Here it ie . 'lait a ainute, now, it ia in 
here soaewhere. There it is , 149 aillion. 
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H.li.Jr: 

Pur'fis: 

H.li.Jr: 

PurYla: 

• 

- 8 -

Vq I just put it thh w&f'P lhat we ought 
to h&Ye ia thie. Phil, .. ke 1 note, Sblet 
No. 1 ought to be thla: "'-aunt of Kone7 That 
Could Be Recaptured, " 

Yee. 

For the British on United States t7Pe aaterial, 
70u see, and under that, 70u aee , .Ould ca.. 
400 aillion dollar• of United statee t7Pe and 
•x• aaount for capital, beoauae the capital 
would hne to be what b l aid down tor United 
Statee t1Pe • 

Yes, 70u haYe got to follow the .... pattern, 
70u see. Then, so that the7 ha't'e soaa con­
ception of what it 1110unta to, I would sq 
down parments tor Br itish t7Pe - I would ha•e 
this on - I would draw a line across the page, 
70u see, and then han "Down Pllj'lllenta For 
British T7Pe" and '!>own Pllj'lllenta For Capital, • 
70u aee . ' 

Now, under the recapture of United States 
t7Pe, it will aaount to - well, 500 and so• 
odd aillion dollars. Then tor the •eting 
to.orrow, how can we pr opose - what h the 
best .. thod to get the recapture of this 
110ne1, rou see. I •an, that h what I 
want, to recapture thia - between f i•e and 600 
ailllon dollara which the7 han laid down 
and that 1a wh7 - when the7 rt back, 1lcCl07 
and theae other fellowa, the7 won't all be 
treacling OYer their tou; and if the7 find 
out we haye gona io far - but Jeaae J0D11 
won't go 1111 further, we will sq, "Well, 
we could do this if Jones - · neYer aind if 
be wanta to do it one contract at a ti .. 
or 10 contract• at a tiae, but let'a do one, 
aee9 
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Pui'Yis: 

R. ~tJr: 

Purvis: 

H.li.Jr: 

- 4 -

Row, it the figure is S50 aillion dollars 
that they have got in down pa,.enta !or cash 
on order and for capital , I can' t get it 
through mf head wh7 McCloy should have one 
plan and Jesse Jones have another , 

Now, let ' s 1ust aaf for the moment - you 
don ' t mind 1f I th1nk out loud - let's just 
say for a moment , "All right, we have done 
thatf and then you say, "All right, when 
they have that and this moner the7 get back, 
the 550 ailllon dollars, what are the7 going 
to do with it," you see. 

That is all there. 

Now, that comes, what are they ~oing to do 
with it, what do they want to buy most, of 
United States type , because I take it , Sir 
Frederick, that if ;you recapture this 500 
million dollars from American type, your 
Government would be willin~ to reinvest 
that in additional American types, because 
this 500, you see, wouldn't - this is like 
making a revolvi ng fund out of it . 

This is not the capital facilities , other­
wise, Sir Frederick, which we had devoted 
to British type . It is the - well now, 
is that - I am not sure that we haven ' t 
had to allow for the sale of United ~tates 
type. 

Well now, I aa putting it up to you. You 
han got tiM. · The wq 11tf sind ia running, 
if I am correct - we will use 500 million. 
You l'ecapture 500 million. That is part 
of the one billion three that you owe us for 
orders already pleced, so instead of owing 
one billion three, rou will get back 500 
million, which is - you would be owing 800 
million. 
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Phillips : 

R.l!.Jr: 

Young: 

Purvis: 

YOUJI6 : 

Purvis : 

H.!l.Jr : 

Phillips : 

Ourvi s: 

Youn~" : 

'Phillips : 

H.M.Jr : 

Phi llips: 

167 

- 5 -

No, I don ' t quite follow you, sir. Yight 
I have those figures on paper? 

Please . 

This 500 million represents one third down 
payments on the billion thr ee. 

On the what? 

On the billion three . 

That is right. 

~bat I em saying is, we went to get this 
thing amongst ourselves straight. 

i be billion three would be the commitments 
still outstanding after the end of February. 

So it is on the billion eight. 

Yes. 

And of that my recollection was some 4800 
figure - no, after the end of Februar9 -
during Jenue'l and February we pay off about 
300 aDd whet 1s left after that is a little 
more than a billion, of which a - a billion 50, 
we will call it , of which something like 750 
is United States type and something like 300 
British type . 

Now, Ur. Secretary, you say if we get back 
550 cash - -

Let 's say 500. 

Five hundred . I don't know. I should have 
to see how' that left us at the end of the 
year, shouldn't I? 
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R.M.Jr: 

Ohilll ps : 

Voun~ : 

OUr vis : 

!I . ~. Jr : 

Younr: 

!I.'I .Jr: 

Voun. : 

Youn~: 

H.M.Jr: 

Young : 

- 6 -

Well , am I not correct that the 500 is 
part of the billion three? 

Oh no. 

Sure . No, this is already paid out, this 
500. 

A billion three is still owed and the 500 
million - otherwise , the total value of the 
orders was a bi llion eight, of which we paid 
out about 500. 

That is r ight . Now you are getting back 
500 million. Vlhat would you do ~th it~ 

1.68 

~bat you mean is to recapture this 500 million 
we have got to nut up a billion . 

How is that? 

Because this represents down payments on the 
orders, and we carronly take over the orders 
through the governmental appropriations by 
earmarking the total value of the orders . 

Well, I am not going to worry about that . 
I mean - but I see what you mean, but that -
well , they don't have to out up the - the 
American Government doesn't have t o out un 
any money on orders . 

Well, that is the trouble with McCloy's 
plan. He has got 230 millions, but he can 
only gi ve back to the Br itish about a third 
of that . 

Why'> 

Because the 230 has to go for the whole value 
of the contract . 
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H.'!. Jr: 

Youn~ : 

H.'.' . Jr: 

?u:-vi s : 

"hlllios : 

P. . '.'. Jr: 

:>urv i s : 

f' · '' . Jr : 

- 7 -

Has to be earmarked. 

Yes, so i t doesn't mean that they get back 
230 . 

169 

Don 't ruin my enthusiasm . It is oerfectly 
possible to go up to Congress and get a 
little bill through just the v:ay the President 
rushed through the bill for the 300 ships. 

That is what I was hopin~. 

~ - but everybody has got s di fferen t 
notion on this thing, you see, but I come 
back and I am not pressinz Phillips now, 
but I want to know between now and tomorrow 
morning if we could lay our hands on 500 
million of money which you have already 
oaid do~~ for one thinr or another, what 
would you, the British Treasury , feel you 
should use that for , before I look at the 
Priori ties . 1 mean, woul d you use that for 
United States type or would you use it for 
British tyoe? 

1 should have thour ht , sir, the answer was 
Br itish tynes , if their total amount of 
Fr i tish tynes was as bi~ as that . On this 
tasis the interim oerioa is absolutely 
clear . I em worryi ng about the end of 
the year . • 

I see . May I see thi s a minute? 

Yes. 

Let me just see that a minute . They are 
rroin"' to ask me, "All rl.r;ht , let's say 
~e ~et back 500 million, what ~re t~e 
British r;oing to use t his for? ., Shmson 
r.ould say, "United States tyoes . No, 
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Purvis : 

Philll rs : 

PurTiS : 

Young : 

Purvis : 

H.l•, .rr: 

Purvis : 

'! ." . Jr : 

Purvis : 

H.l1.Jr: 

Purvis: 

- 8 -

that is something for the British to hue 
a chance to think about . 

'1'1e 110Uld have to have the right to use it as 
free money or we wouldn ' t be able to get 
throu~h our difficulties. That is really 
what 1t comes to, isn' t it, Sir Frederick~ 

I think so. 

I mean money that we can use for Eritish 
types . --

No strings on it . 

For instance, perhaps to get by the cash 
balances for a particular month or something 
of that kind . Those are without any capital 
at all. 

You don 't need any capital? 

It is all in these notes. 

110 

Capital funds may be made immediately available 
for creation of this new capaci ty of - shall 
we say 300 million~ 

That is what we feel Ur. Knudsen should 
be doing now with the bottleneck . 

Oh, with his own money9 

Yes . Otherwise we are holding up 

(Lieutenant McKay entered the conference 
to inform the Secretary that Mr. Lovett 
had another appointment, and could not­
arrive until after three o'clock.) 
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Tell LoTett I can't see him at three and 
if be could come here at three I won~t be 
available, ·but could he go to Philip Young's 
room. 

All right , air . 

V.ben McCloy comes in, would you show bill!. in'> 

Yes, sir. 

(Yr. McClor entered the conterence. ) 
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This is what I u trfing to do wi. th this 
meeting at 9:15 tomorrow, and they tell me 
that Lovett will be over here at three 
and I thougbt if we could understand our­
selves , maybe you could give it toUr. Stimson 
before 9:15. 

Good . 

Because there bas been more misunderstanding 
about this whole thing, and I haven't got 
it straight ret . Here are the points that 
I raise. You are working on a plan to take 
over certain British contracts. Then along 
comes Frank Knox who brings up in Cabinet 
that the RFC should take over 550 million 
dollars worth ot co~ibaents. I have telt 
that there aust be overlapping between the 
two. 

The re is no question about it . 

But no one would admit it up until - we have 
just bad this meeting, you aee. 

Now, we get into a meeting like this . None 
ot these people have the time to put to it 
except ouraelns, and I a sure that you and 
Jones are working on the same contracts . Then 
there is the other thing. I got the message 
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from you the other morning , that you get 
up to a certain point and when it comes 
to real estate, Jones won't take it . 

That is right . That is changed now. 

I spoke to Jones this morning . 

I was there when you spoke to him, and he 
came in and said , "I can do it." 

He told you that after I called~ 

Yes. That was just after you --

T called him and I said , "1!cCloy tells 
me that he is stuck because you won't buy 
the real estate. " Jones said , "I never 
heard of it . " He said, "I will get in 
touch with him rie;h t a1uy . " And you were 
over there? 

l was over there . 

Marvelous. 
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And then we carried right on from that 
and he said he would take over the real 
estate provided it was in some tan~ ible 
form that be could buy it . He cou!dn't 
do the over- all plan, that was too loose for him, 
he said, but be could buy any specific 
plant or any specific facility anywhere 
and would. 

If it was demarcated. 

\\hat I would like you to do, as I say, 
both for me and for Mr. Stimson and Knox 
and Knudsen , these gentlemen are avai lable 
now - if we could get it down - you see , 
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we have got - t his is the way I am sett ing 
tt uo with the help of Sir Frederick Phillips . 
I put it this way. How much can we recapture 
of the down payments and capital outl ay that 
the British have made for United Stat es types, 
and then they say - rather the down payment 
for United States types , their figure is 400 
million dollars . The British type down pay­
ments are 150 and then they have lumoed the 
caoital out. They haven't split the ' two into 
British type and United States tyoe, another 
150. 

Now, I take it that the plan for the moment -
and we had better not fool around - we are 
trying to buy up British tyoe contracts, is 
that right" 

I think so. 

For the moment. Because you· will certainly 
have trouble wi th Jones and Xnudsen . 

~ly partial solution on that would be to make 
some British types American tfPes. There are 
some British tyoea which I th1nk with a little 
oersuasion our staff could make American 
types. 

Fine . flow, they have p: iven me, which I have 
only just gotten, two lists giving me a 
summary of the materi al that they want broken 
down to United St ates types ano british types , 
which tot al, United titates types , 88~ million; 
British types, ~75 . 

That includes airolanes? 

That is what you want to pl ace? 

This is the i r emergency stuff, 
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This is your interim orders~ 

This is the emergency difficulty and t his 
is only above your 230 million and your 
60.million that you have had in your plans. 

This is emergency. And then they have another 
lis t of things - -
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Taken by approuriations that might be available 
and saying which orders we would like to place 
against each particular one it that sum of · 
money were available after furthe r examination. 

Now, I put a question to Sir Frederick Phillips 
which he says he has not yet been able to 
answer, that if 500 mil lion dollars was msoe 
available , what would he dO wi th i t . The only 
answer they have made so far - they would like 
to have the free money, like to be able to use 
it any way that they saw fit , you see . 

Jones is also, at my sug~estion , working on 
a wool deal. I don't know if you know about 
thAt. 

I heard somethi ng about i t. 

I am telling it all, you see , and Phillips 
says that if be got a hundred or more million 
dollars, be would consicer that new money. 

Now, when I say new money, let me go back. 
I take it that you understand ~ position, 
but Judge Patterson doesn' t; so let me state 
my position. V~ ~osition before Congress was 
very simple . I d1dn't take 50 words to say 
i t. The British Government have on order 
here a little over a billion 300 million 
dollars worth of ~ooda, for which, in order 
to pay for them, get the dollars, they would 
have to sell every Amer ican factory that they 
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own, plue eni'J ehue ot -.ri~UI etock; 
and it ther did that, ther could raise about 
·a billion 300 llll.lHon dollare . Theretore, 
all ot their direct l.nYeetmenta ud phfsioal 
property, plus all their ._.rican securities, 
are earmarked against outstanding orders. 

That Includes all t ixed assets as well as 
liquid'! 

he ,.thing. 

I see. That is LeYer Brother• and the 
insurance co~aniea and e•erythin~ else? 

E•erytbing , and on the aaau.ptl.on that our 
estimate is right, that there is 900 million 
dollars worth of LeYer Brothers and that there 
is 600 aillion dollar• worth o! Alllerican 
aecuritie~ six and nine i1 a billion fiTe , 
and if they could get 90t on the dollar , it 
would )uat about represent what they owe the 
Amer ican JUllutacturera already. Did you 
know that" 
I didn 't know that, no . I understood that 
their marketable securities were sut!icient 
to co•er - -

'Ro. 
Jo, Tbere 1a only 600 aillion o! those . 

Shall I go oYer it once aore? 

I ha•e it . You eaid it •err olearly tile 
tirst tl.ae. t.neything in the barrel ie 
neoessarr to .eet existing British ooBDit-
Mnh. 
That is r ight, ud JOU oan't put up t¥ •­
collateral twice in United State• or ~ngland. 
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That is quite a trick. 

Well , I mean neither the British Treasury 
would be party to it, or would I, but I mean 
that is the situation and if you didn't 
understand it - if you didn ' t come over 
for any other reason - if you could paw 
thet into --

1.76 

I couldn't get that over t o Judge Patterson 
the other night, and I t r i ed very bar~ I 
was invited to a dinner and I found him there, 
and he just could not accept that. 

I have heard around some places, I don't knew 
where it emanated from, that you bad enough 
money to take care of exi sting British 
commitments and your - a substant ial part 
of your aid program. That i sn't so~ 

It is just not so. 

Now, and furthermore 

And that includes the i nsurance companies? 

Everything. 

There seems to be a lot of talk that insurance 
companies weren't dumped in there. 

It also seems you can sell the whole lot in 
ten or eleven months, which isn' t true at 
all . 

Also in my testimony when I was put on the 
spot, because Mr. Hull said , "If the Bill 
passes it will speed up production, " and 
I have to think of something to say because 
I knew you wouldn ' t get any more than the 
next 90 days , so I said - I fenced this way. 
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I said, "If the English had the 11oney, it 
would accelerate United States Governments " 
and I said, "Let me give you an exa:nple. " ' 
I said, ~The Army and Navy want to place 
orders w1th Buick and Studebaker for engines, 
part of which are going to go t o the British 
and are held up now because the British 
haven't got the money, " and I have testified. 

Now, they want me to turn - it is all in 
the record and after my testimony, I come 
down he~e Thursday and have lunch wi th 
Bill Knudsen Thursday and tell this to 
Knudsen and he says , "You can't do it." 
And I said, "I can't do it,• because I 
said, "I also told them that the English · 
aren't placing any more orders." So be 
said , "All right , I will go ahead and place 
the order for what we can afford to pay. " 
This was Thursday. 

Friday night they pound Purvis because he 
won ' t place the orders for the engines and 
I believe, I haven' t been able to ask, that 
they were already placed. 

1.71 

No, I can bring you up to date on that . 

Good. But are you getting what I am saying9 

I was on a spot on the Hill because Cordell 
Hull said , "Pass this Bill and it speeds 
up production , " which wasn't true. But where 
American defense is being retarded is because 
they are unable to place these engines and 
if the English could go along, they could 
place the engines that we need for our own 
defense . That was the only thing that I 
could think of to get out of that very 
difficult position; and so number one, I 
am going to go over i t again if you don ' t 
mind, I am sure you have got it; but I am 
going to bore you once more. 
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No . 1, in mf testimony, 900 million dollars 
worth of Lever Brothers, insurance comnanies 
and what not, plus 600 million dollars worth 
of American securitles, makes a billion five 
The British have on order as of January 1, ' 
a little over a billion three . 

Unnaid balances . 

~o they have only got 200 millions free . 

Yes , on the ass~tion that in 1~ months 
you could get a hundred cents on the dollar 
for everything that the1 own in this country. 

It is very clear . Those are words of one 
syllable. I understand it . 

But I didn ' t think you had it. 

Now, if ~ou could get that over to Stimson, 
but part1cularly Patterson, par ticul arly 
Patterson, you would be doing all of us a 
great service, including Judge Patterson. 

You have got to get it over to more than 
Patterson. You have got to get it over to 
quite a group that don' t ~e!ieve in i t. 

I ran into it even in New York. 

You have got to get i t over to Jim Forrestal, 
to a number of the other people who fee! --

Well, I have no sympathy wi th the people 
who don't believe i t, but there are a lot 
of people that don ' t want to believe i t . 

Well, who don't understand Lt, who say 
no, that isn't so, they haven' t taken in 
the insurance companies , they haven't done 
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this and that . l'iell , there ia no question 
about that . Patterson - -

Now, we go from this other thing - we go 
from this other thing to these 500 to 600 
million dollars - something, nearer five , 
that bas been laid down on which you have 
been working day and night . Now they put 
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up to Jones, and what I would like to have 
on a piece of paper, what can I tell these 
oeople~ You can't recapture the same contract 
more than once and what ia the best plan 
that I can lay before these people at 9 : 15 
t omorrow mornin~ to recapture the 500 odd 
million of Amer1can specifications that 
these people have plunked down. 

I am afraid I haven't got much of a solution 
for · that , because the only money that I have 
been able to deal with thus far is t his 230 
millions . 

Yay 1 interrupt you~ I am roin~ to let 
you, if you wi ll take a little time , go back 
with these two gentlemen . If we can only 
do this and I can j oin you later, make sure 
that you and Jones aren't covering the same 
ground twice so that if you could state 

I don' t think we are. 

I think you are. He is sending for contracts 
and looking over them. 

Maybe there is a difference, then. 

Recently. lle wants the cont racts covering 
the 160.million dollars we spoke of and 
among them are machine guns . 

~bat I would like to get, VcCloy, with your 
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help for tomorrow morning, la thla. 

"Gentlemen, if the l::nglish have paid down 
400 million dollars down payment for 
American standard e~ipment, plus a hundred 
million for capital, have that here as a 
formula, everybody working together, bow 
we can give them back so much money. J 
want a formula ~o give them tomorrow morning, 
with your help . ~a that state it9 

That states it. We can fill in any gaps of 
Mr. YcCloy's. 

Then, I don' t say unless you say so - I think 
if we tell them too much at a time - if we 
show them this, it will only confuse them. 

Why don' t you just give the figures you are 
talking about now, how much you have spent 
he re and how much of it is Amer ican equipment, 
how much of it is English equipment, how 
much is capital, bow much is product, stop 
there. 

Have you got the time to help us? 

Sure, I am willing· to put the afternoon 
on it . 

Then if you would go down - Lovett is on 
hla way over. Be will get here at three. 
And I will join you a little later. 

Let me tell you about Studebaker and Buick 
before you go. Lovet t apparently got involved 
in Studebaker and - the other day - and be 
worked out with RFC aome aort of a plan that 
he thought would free the jam, and this 
morning - I used to be counsel for Studebaker 
and my former partner called me up this morning 
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and said he fiBS i n town with Vance and that 
he had an idea that we might break this jam 
if he could get a letter of intent. 1 said , 
''Well, what sort of a let ter of intent will 
you give us"" He said , "I will dictate it . " 

This is Vance'? 

1his is Vance , yes . Ann he sent the l etter 
over , the le tter of intent, and I thought it 
was a very easy commi tment for us to make , 
and I took it around to bob Patterson and 
he siEned i t . this morning. After we had 
had a talk w1th Jesse Jones , Jesse Jones 
said that he would l ook into it and see if 
he couldn' t work it out, but if the - if 
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t he .• ar Deoe.rtmen t wa:s ready to i ve the l etter 
of intent , he didn ' t see that he had anything 
mor e to do fli th it, and I don ' t think he does , 
so the le t ter of intent has now been signed, 
Studebaker has gone back, and on the basis 
of that lett er of intent have gone to work; 
and tomorrow Buick is coming down and we 
are ~oing to give them the - precisely the 
same letter. 

. ow, for the fu l l amount of en"ines" 

Full amount of en!ines. 

That both we need and t he Enelish" 

And the British, yes . 

That is very, very substantial . That ~r i nci~le 
might lie elsewhere . 

Studebaker and buick are out of the w~y . 
Buick haven't signed up yet, but I th1Dk we 
have got a tremendous lever against Buick 
now. 
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Studebaker builds what horsepower engine? 

He bui lds a Wright engine. It isn't the 
33, but what we did was to agree that we 
wo~d order the difference between 2, 000 
.and 6,000, whi~h is 4,000 Vlright engines. 
ue didn't menhon whether it was 33/lOOths 
or 26, and he said on the basis of that, 
"I will go ahead with the 26 engine order 
and do all the work wi th the subcontractors, • 
and I asked for no sore. All that you have 
to do is to --

You spoke about a letter of intent several 
weeks' ago. 

Weeks ago. 

It isn't the regular formal letter of intent , 
i t is a much looser different sort of a thing. 

No,· you couldn't possibly make it formal. 

But it is enough pendln~ your auproor iation 
to set the wheel s going. 

Yes. And I think Buick is going to do the 
same thing. 

Did your own law f irm wor k it out with Vance 
enti rely on their own, or wi th Bob Lovett . 

No , ent irely on their own. 

Thi s isn't Lovett' s scheme? 

Oh no . Don't give me any more plans. 

Don't you think maybe in an hour or so or two 
you can get something~ 
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We will have a try at it . 

Ana I have one thing which I was thinking 
about Which might be possible on this 500 
million, because they need it - if everything 
else fails, a little bill to give you the 
authority to buy t hese things . 

You mean up on the Hill~ 

Yea. 

Emergency bill? 

A bill to precede the other one. 

That has a lot of poli tical 

I am just raising it. 

Yes . I am going to talk to you about thi s 
bill some time when you get a c~ance. 

Just for my own education, do you work out 
of Mr. St imson 's office or Mr. Patterson's 
office~ 

Ur. Stimson's office enti rely. 

O.K. I am ever so DliiCh obliged. 
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sRmSH PURCHASING COMMISSION 

Janu&ry 21, 1941. 

DeDr wr . Secr etary: 

I ..ncl ose ;... stetel!lent covering -

(a) contracts which we d&sire to 
place prior t o February 28th. 

(b) esti~ated initial down payments 
required to be made against them 
pr ior t o February 28th 

- all on the as~umption that by end February the 

period of t he Congr essional debates would be over. 

None but the most vital contracts r equiring 

th~ promptest action are cover ed in the statecent, 

and lYe have ignored for the t i :·.e beinl the fl:rther 

itecs cover ed by the list rorw&r ded to you wi t h ~ 

l etter of January 5th. 

The statec ent cioes not include t he sum of 

~ 290,000,000 ($60,000, 000 plus S230, 000, 000) covering 

contracts which the u. ~ . Arcy is about to pl&ce for 

agreed types or aircraft and ordnance . 

18 4. 

Yours sincerel: , J 
,,) ,;2,_ "-~ 
ll..L<..-- I.(.....c r.J V '-• v • 

The S.cret.ry or the Treasury, 

Wa abinctoo, D. c. 
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CO N TR ACt S 

Br i tish Supply Council 1n Bor th Amer i ca, 
~ashtnEton, D.C. 
Januarr 20, 1941. 

,,~ . 

.. 
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Capital 

Product 

C. pi tal 
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Sllii A RX 

Q, s. trpt British trp• 
'l'otal Value 
ot Ordtra 

Est110&ted 
Initial 
hRent 

$383,850,000 $179,000,000 * 562 ,850,000 $140,000,000 

289,220,000 

39,570,000 

112, 500,000 

8,5oo,ooo 

so,ooo,ooo 

835, S?O,OOO 

48.o?O.OOQ 

Note l - Air Orders. 

165,715,000 

30,890,000 

112,500,000 

8,500 ,000 

so,ooo,ooo 

344,715,000 1 ,180,285,000 

30 .890. 00Q 78 ,960. QOO _.,jZ!!,.!~~2. 

The aboYe orders relate to continued use ot 
exittinc capacitr and tberetore i n•ol•e no question 
ot capital expenditure. The procra ... ot order s 
tor production b7 new capec1t7 bat been deterred 
tor placinc until atter February 1941. 

It it hoped that capital tandt •1 be •de 
1-iatelr anllable tor the creation or tbit nn 
capeoi t7 to the extent or tar $3000000,0001 but 
the corretpondinc production ordert coul4 rollow 
olicbtlr later it action i t ioooediatalr taken 
tonrdt the creation or the capaoitr. 
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maum WIFE (I' Pl'D'MI 

*JIIIUI. Prodw;t 

(a) ll.o§· ty2U - 11111 tary 

s..il>! Aircraft Co. 20 B-17 HeaT.r Boabcra $7,000,000 

Yor~ zero & Lock eo. Boabs, BlLluni tion, 
etc. for abo•• 1,800,000 

eurtus-liright ~ Various propellers to 
Unite1 Aircra ft balance existinJ 15,000, 000 

prograa 

DoUJil. • Aircraft Co, Cowlings tor 1/ri~>ht 
engines 2,650,000 

Gcoer>l ::otor s Corp . 
(Ul1son Division) 

Spare parts to 
serrtce engines on 
ens tinl prograa 

9,500,000 

CUrtiss-~ricbt Corp. ditto 18,000,000 

United A1rer3ft ditto 9,000,000 

Various contractors Spare parts to 
serrtc o airtramu 6, 000,000 
on existing prosra• 

Curtiss-VIright Corp . Sp" r e parts to 
service propellers 5,000, 000 
on existing progr:om 

Uni ted Aircraft di tto ) , 000,000 

Curtiss-~~i&ht Corp. 384 P40- D Pursuit• 15,200, 000 

Boeing Aircraft Co. 168 A-20 Kediua Bomber• 18,000,000 

&ort!l AJ::orican 720 ~!=Yard Trainers 21,500,000 
A•iation Inc . 

Gleon L. ~rtin eo. 540 B-26 >lediua Boabera 60,000,000 

Curtiss-t r i cht Corp . 720 P40-D Pursuits 28,800,000 

l>ougl.a I.J.rcra.tt eo. 450 A-20 Meiiua Boabers 45,000,000 

I.J.rcratt 96 B-24 Heavy Bo~abero 26,000, 000 
Corp . 

llotor Cllr Co. Coolant puaps, etc. 400,000 

Various auppl1era Various aiaeollaneous 
accessoriel 

2,000,000 

$293,850,000 

• UrplaDes t 2o;t a)l&r • parta . 
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y.s. types - !laval 

consol111a ted Aircrai't 
Corp. 

. . 
QMitUM kircrai't Co . 

- Units 

Spar e parts !or PBY-5 
Flying Boats at 
present on order by 
British, but under­
provisioned in that 
r espect • 

180 36B Navy Fight~r 
(includes engines 
(Pratt & \'rnitney 
Rl83D-SJC4- G), pro­
pellers and 20~ 
spares ! or t he com­
plete airplanes) 

Product 

$1,000,000 

9, 000,000 

Con~olidated Aircraft * 180 PBY-5 Flying Bo~ts 40, 000, 000 
Cor p. 

Glenn L . !~brtin Co. * 60 PBU:-3 Flying Boats 20,000, 000 

Consolld~ted Aircrai't * 60 PB2Y Flyin& Boat s 20,000, 000 

~90,000,000 

TOTAL U.S. TYPES $383, 850,000 

* Includes propellers ~nd other 
Gover~ent furnished e~uipaent 
but not engines. 

• 

------" Airpl::nes & 20/: ~~U~~:..__ ______ _ 
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•Units Pr~ Cuit;; l 

(c) §ri t1sh types 

Locltheetl Aircraft 600 Hudson ~edium 
Cor p. Bombers $42, 000,000 

Lockheed Aircraft Special equi,ment 
Corp . for lone r r.nge 4, 000, 000 

Budsoqs 

GleM L. liar tin 276 Baltimore ~edi~ 
Bo1abers 32, 000 ,000 

Locic.'l~eci Aircraft 720 aodel 37 &edium 
Corp . Bombers 64, 800,000 

Vul tee .arc raf t Inc . )60 Dive Bo:nbers 25, 400,000 

Pli.cio rd ..!o tor Car Co . Rolls R'oyce Encine 5,(}:;0, 000 
p<:.rts 

Ce:1:ra.l :.:otors Corp . Aircr.:.ft Gene~·r.l 5 , 000 I .)'JO 
Stores pr.rts 

Se 1Jlx Aviation Co. Rotax starters S:JO, OOO 

-·-
TOT;.L BRITISH r.~ES !'.179,000, 000 

TOTAL AIR •••••• • •• ~562,850,0J0 

==-·-

* Airplanes & 20~ s~~re ~~rt$ . 
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- ..!111tary 

roriOIIS : u,,U ers 

Ge:&Cr~l Jotors Corp . 

CJu'YSl t r cor? • or other 

!ou1e ~ Cl l t 1 S 

.:kric>n C.r ~ PounJ ry 

i-D l.IOtn Iron "orks Co. 

Product 

205,000 .)0 Rifles $10, 000, 000 

24, 000 20 lll!li. His?<.no 
Cannon 40,000, 000 

2, 000 Bofors guns 

20,000 . )0 Uaehine 
guns 

400 Lieht T~nk• 

1, 200 JO Tanks 

)6 5 ILl ';'.,nJ<s 

J.r:oour Pl~ t e 

2),000,000 

7,500,000 

12 ' 000 ' 000 

69,000, 000 

9,000, 000 

for »> !1nk• 1,500, 000 

)liver F.z.,. Equipc~nt Co.l 
Sorg '"'rnar Corv . 
LU::dn ::'ou.nl!ry 
?.rkc r:o""g Rig & Reel 
~.irrield Co . 

) , 200 !ran smi s>i ons 
& l"in:tl [!r i ves 
for u) T•n<s 15,000, 000 

Bl~'.\ Kn lX Co . 
(Unl on ~~•ol Castings 
~ivi:i >n) 

Vickor• Inc . ) 
!.o.;1n. · rt !'u:l~ Co. ) 

Ela. <nox Co . 
(irni ' St eel Cut l ngs 
Dt-. .s ton) 

il!g. Co. 

Otis &leva t or Co. 

Au to Ordn:nee t ot hers 

Re~ton Aras 

f.inehestor 

a. lnchestcr 

3,200 Tr~nsmission 
ccstlncs for 
M) Tanks 6 , 750,000 

4,500 Turr et Po~cr 
'Zr~vor:;e 

=.=.cc ,\dnis.a.:o : vr 
:.&3 T u..:.:s 1 , 900 , 000 

1 , 000 TUrret :1nd. o t:ter 
scan castings 
tor :.0 Tan!:s 4,600,000 

1,000 75 1110. Tank 
G~:n Forgings 445, 000 

1,000 

2,150 

50,000 

Recupcr;1tors 
ror 75 •· 
T:mk Guns 11 )75,000 

37 u . Gun 
-lounts for tiJ 
T&nk3 1,900, 000 

.45 Tho~~son 10, 000,000 
Sub-:J.>chlne 
guns -;;1th drum 
& box =ca:i:~es 

225, 000,000 . )0 SAA 

126,000, 000 9 c::1. SAA 

13, 000, 000 . 45 su 

11,000, 000 

) ,250,000 

)00, 000 

190 

Cao1tal 

$),500, 000 

15,000,000 

2,000, 000 

) , 275,000 
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Vpita ProcJuet 

UJ• rrees - Nanl 

~rican oerlikon 
Gazda Corp· &: 
General ~otors Corp. 4,000 20 •• oerl1kon Guna $30,000,000 3,000,000 

far ious Suppliers 

Various Supplier s 

Juious SUpplier s 

20,000,000 20 -· Oerlikon .u 
arppm1 t ion (eo~­
plete r ounds) 

18,000 3• L • .l. 
•!F!mtt1on 

TO'UL U. S . TYPES 

30, 000,000 3,000,000 

300,000 

400, 000 

Regraded Unclassified



J!USh j'y ' U 

tork Safe " Lock Co • 

Tl.oalett Co · 

1,850 2-pdr.Burtcrs • 
Reeuperators tor 

Produpt 

Br i t1ab tankll $ 600,000 

1,000 Liberty Enginea 
t o>· Bri tisb 
tanks 8, 000, 000 

llnch•ster )00,000,000 . )0) s.u 14,000, 000 

vor1ous suppliers 

3'.:cle::e 7r.lc:1on 
Dltcner Co . 

Sothlehell St eel 
Corp. 

i"Jlwn 3tandord 

Cruc ible St eel 

Cll!forJ J~eobs) 
Chlc~lon :'orce ) 

St. Louis Cor Co. 

Julius He 11 and 
Assoe1. tes 

Xoehr1ne Filer Stole 
and ;..ssoe t:..tes 

Reed Roller Bit and 
Also~ ~-tes and others 

Jul1e>s !!e1l a1l4 
hsoeiates 

W. Bliss & Co. 

Arms or a 
Massachusett s croup 

Various Fuzes (1119,231, 
254,ete.) 16,000,000 

Transal.ssions 
tor British 
Tanka 6,750,000 

2-),000 Bar r els for 1), 000,000 
Mediuc Artillery 

)50, 000 5.5• sbeu 4,750, 000 

~ 50 000 i·7"AP shot(Naval)) 
1o: ooo • CPBC shot~ 
10, 000 9.2•AP shot 7,ooo,ooo 

1,000 25-pdr . r ecup-
era tor !orgin&s 315,000 

1,000 6-pdr. Carriages 
tor Anti-Tank 
guns (British) 4,000, 000 

)60 4.5• aun 
car riaces 5,500,000 

460 Gun Jackets 
4.5• " 5.5• 

for 
Cuns 

1,500,000 

1 , 000 2-pdr. Ant i-Tank 
Cuns 1< Car r i nges 9,500,000 

2,950 2-pd.r. !laval 15,000, 000 
Pompoms 

2-pdr. Naval 
Poapoa Kountincs 

22,000, 000 

100 Oetuple 
450 Quadruple 
350 8111~1· 

500 18" Tor pedoes 
6,)00,000 and PistolS 

500, 000 .)0) RUles 2),000, 000 

American Car 1< Foundry 225 1000 7.2• Shell 
Co. 

8, 500, 000 

TOTAL BRITISH TYPE $165, n5,000 

Capi tal 

¢ 

TOTftL T~~KS 1< ORDN~~CE $454, 9)5,000 $70,460,000 

Regraded Unclassified



Units 

ShiJS & ;!Hill~ Eouipment 

To<id Shi;>yards 60 New illerchant Ships 

Vcrious Suppliers Motor m2.rine eneines 

TOTAL SHIPS &: iLJUNE ~UIP-
l.!ENT 

fiscell;meous Olachine Tools 

Other 

TOTAL MISCELLANEOUS 

GRAND TOTAL 

Product 

$ 87,500,000 

25, 000,000 

$ll2,500, 000 

e 4o,ooo,ooo 
10, 000,000 

$ 50,000,000 

$1, 180,315,000 
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Caoit&l 

$ s, 

8 
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B.II.Jr: 

Operator : 

Benl'7 L. 
su•aon: 

H.!I.Jr: 

S: 

9.!1.Jr : 

S: 

B.II.Jr: 

8: 

H.M.Jr: 

H.M,Jr : 

S: 

R.M.Jr: 

s: 
B.M.Jr: 

8: 

R. II .Jr : 

Bello. 

8eoretar7 8\iaaon. 

·rea. 
Berr7, ihJ.a 1a Banr,. 

x ... 

.raaaaJT n, 1~1 
2151 p.a. 

194 

Ia sa\tiQg rea4J t or ~t •••tine toaorrov 
aominc I tin4, aad I •1 be vronc, \bat \he 
ao-oalled 550 \bat Herr, - \bat lnoz keep• 
~inc about - 7011 llnov ••••• 

x ... 
• • • • • • and \he 200 eo•• odd llo0lo7 h worunc 
on , tbat \he7 are di&Plioetione. Bellot 

x ... 
!heretore, I tried to set 7011 and I aaked 
7011r ottioe whether 7011 OOilld eend Mo0lo7 
and LoYett oYer beoallee I bad PurY1a and 
Ph1111pe here, and one ot thea U on the W7 
oYer - \he7 are bo\11 on tbe -., o•er, one 
baa sot here. 

Wbo are on \he wa7 Vberet 

Mo0lo7 and Lonu to a, ott1oe. 

(Laucba). Well , I wae Jut bopiq t o set 
one ot \11• a,eelt, I 1 • woruna preU7 ... .. 

Well, Mo01o7 ia here. 

Wall, oan't I ba•• one it 7011 ba•• the otbert 

(Laucbe). Well, I'•e SOt MoOlo7 ••••• 

I bann1 \ bad either toda7· 

I'•e lOt MoC107 eo I'll let 7011 keep LonU. 
(La~~Chf) . Well, tba point ie \hera ..... w 
4llp11oaUon aad I •• U71DC to ..U • • · • · • 

-
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8: 

s.x.Jr: 

8: 

R.K.Jr: 

s: 
R.K.Jr: 

8: 

R.K.Jr: 

S: 

H.M.Jr: 

8: 

H.M.Jr : 

S: 

- 2 -

Wall, I ~Ilk lloCl.o7 h \he o11a 1lbo uon 
.ore about \hat \hall LoYau. 

Wall, be ••••• to ban U all at h1a t1•l"­
Upa. I oalla4 up Jaua th1a .om1nc and I Nid 
JOU know XoCl.o7 OAD 1 t 10 &111 tur~ar baoauaa 
JOU wo11'' 'bu7 tbe real. ntua. lo he Nid 
I 111 ••114 tor XoOloJ ud talk to h1a. Wall, 
lloCl.o7 vaa in the next rooa - Xra. XoClo7 
told •• - and Juu walled in \hera aDd he 
..,.

1 
I oan 40 \hat, I oan fix tllat up. 1o 

tbat a a lUUa pi!'Op'aU. 

Fix up the real anata. 

Yeah, \hat llcCloJ baa bean •Uinc on eo l one. 
But, aa I aaJ, I hope JOU 40n1 t aind but I 
did 1t throi!Ch JOUI' ott1oa. 

Yea. 

8o oould I keep MoCloJ a little wbil •' 

(Laugh a ) • Yea, it rou '11 a a a quid pro quo 
l•t a• ha•• Lo••tt. 

Fair anouch. Fittr-tittJ. 

( Lauch•) . 

But on \hie ~nc tllar• 1• eo noll a1aull4erataD4.1nc 
and lloClor haa ba•n woninc eo haJ'Cl on on• ~ne 
aDd thao \hia \h1nc \hat rrau box talltad 
about, thaJ 4at1D1telJ o••rlap. 

W•ll , I'•• nn•r Wl4•ratood •aoUJ how rrau 
bolt 10' h1• fipra• all4 I hanll ' t triad 
either. 

w.u, I 4.1411'' e1 tiler. So 11ben I 10' ill\0 
1t to4a1 at lWloll I t olllld \bat thl1 onrlappad 
and \ben I oal.lad roar ottioa and aak•d if I 
could han XoCl.or. 

Y••· !bat'• all rilbt . W•ll, now, let •• •a1 
to JOU the raaaon I oou14n't 1•t JOU \hie 
aomiDC •• \hat •• ha4 a ••nine of the o.P.II. 
that "toot two all4 a halt hoar• ,.uinc •tan•d. 

/ 
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B.II.Jr: 

S: 

B,K.Jr : 

s: 

H.K.Jr: 

s: 

B.M.Jr : 

S: 

R.M.Jr: 

S: 

R.M.J'r : 

S: 

- '-
a.n wbat I waat - I'a al.o worlllnc on wbat I'• 
afrald aar be •Prune on ue prettl quloklJ. 
!bat • the h•rl~ tor the next Oo•1ttee of 
the Senate, and I •• talked w1 th Bull about 
lt our the telephone a l1Ule an4 I th1Dk 
we ouch\ to haYe eo .. prella1Dal'1 ooneul.tat1on 
on that the WJ we 4ld bef ore of all the aen 
who are 101111 before U. 

I thlnk eo. 

Bull ha4n 1 t heard of the propoeed ooapro.1ee 
of 12 b1111on outl'i&ht. 

Yeah, well that '• no goo4. 

Well, I don't Jtnow. I a-•t Jtnow bow far 
the:r C bJ that , but U al&ht be nr:r eabarrall-
1q, enr:r. It al&ht be •er:r •barrau1ng. 

Well, ooul4n 1 t we aeet at Bull'• off1oe on 
that? 

Well, I'd 11ke to Yer:r auoh except JOu aake 
ae aeet eo aan7 t1aee at JOur off1oe and I 
haYe to aeet eo UJ11 t1a .. at l.nudeen'• off1oe 
and I haYe to aeet eo aanJ t1aee at the lfhlte 
Bouee that I don' t Jtnow a:r own off1oe. 

Well, I'll ooae to Jour off1oe. 

(Lau&he). Well, I 414n ' t ... n that but I 

Well , let ' • lea•• lt thle w., . ADJt1ae :rou 
th1Dk we ought t o aeet on 1t, I'a aY&llable. 

Well, wbet I'•• been do1nc •• • • • 

I'll aeet JOU OD the etreet OOI'Del' . 

You eee, thle 1e wbat happene: that plan 
looke - oould be 41' .. 114 up to look nr:r 
UapUng but 1 t would Jtnook o11t - 1D the t1ret 
plaoe U wo11ldn 1 t ••• half the ohano• of 
preYent1on of the tall of the Br1t1eh~eet 
ae the other plan- the Pree14ent'• plan; 
and 1n the next plaoe U would une •• a 
atop p.p ap1Det wbat I th1Dk 11 the onl:r 
real aeeletano• wben the b11 blow ooaee~ 
D&allJ, OODYOJI. 
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s.M.Jr : 

a: 

81 

B.li.JI' I 

1: 

B.li.JI'I 

s: 

-.. -
fell, I'a •' a 41ea&Yaaa,e, I lla'fl people 
11.11'1 DOW. Ooal4 I oaU fOil baak 1&,11'. 

Yllo 

An4 anJW1 1f Lo'fl" -~~, ebolll4 I IID4 
b1JI bau 'o ro•' 
hn4· h1a baolr.. I Wnlr. I 14 111te 'o '" hia. 

An4 UlJU~e ~' JOil w.nt to lit 'OCithal' 
OD thll tb.lq ~t JOil11'1 tallr.ll\l aboa,, 
I '·11 a11t 7 0 11 Ul1 plaoe 7011 M7. · 

All r1pt. 

Bow'• ~" 

Regraded Unclassified
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