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Januar7 28, 1941. 1. 
~149 P·•· 

B.M.Jr : Bello. 

Operator: SeoretarJ Iokea. 

H.M.Jr: Bello. 

Harold 
Iokea: Belle, BenrJ. 

B.M. Jr: Karold, fi:T apologiea t or not calling but I'Ye 
been on the hill all 4aJ. 

I : Well, when I want to talk to JOU,JOU haYen' t 
&OJ bueineu being on the hill. 

B.M. Jrl You're right. 

I : Ieh. 8a7 I'• debating thla leaee-l end bill 
with Phill ip LaFollette - Town Ball ot the Air -
Tbur1da7 night. 

B.M.Jr: Oh Jea. 

I : Let •e read J OU aix linea here. 

B.M.Jr: Pleaee do. 

I : 1 Do not be •laled bJ the propa,anda ot the 
appeaaera that the Britlah oan paJ oaah tor their 
aruaenta; theJ oan not. '!he7 oan aorape together 
in thie oountrr approxi .. telJ three billion dollar• 
and Yirtuall 7 eurr oent ot t hie bat alrea47 been 
obligated. '!hl• •eane that, on ite own aooount, 
Britain can place no further order• 1n th1• oountr7. 
But Britieh war needa are .ounting atea4117. 1 

B.M.Jr: That ' • right. 

I 1 That'• right. All rifht, I 
help educate the peop e tor 

thought I oqht 
JOU 1t I oould. 

to 

B.II . Jr: Well. 

I : All right, Benr,. 

B. M. J r : More power tO JOU! 

I : All right. Good bJt. 

H. M. Jr: Good bJ•· 

• 

./ 
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Treasury Department 
D1v1a1on of Monetary Roooarch 

Dateu . .J.PJ'D' 2Jl 

To: llr. White 

Smgr\ Coptrol Sbitwnta to Jap!D 

. . 

. -

1941 

SiX aont.he aince Preeident• • Proelaat.ion 

(Jill¥ 26' 1940 - J8DU&I')' 25' 1941) 

1 . Guolinel ) . 4 111lllon ban'lla -- about ~ hish 
octene and UceD.MCI. 
(1'ot.all9)9 ohi~t.ll 1. 2 .UUon bbl . ) 

2 . Crude Petroleual 6 ,2 111111on barrelo - - about 
hal! h1sh octane erude and llcenoed. 
(Total 193'1 lllb1~t.ll 16 .UUon bbl.) 

3 . Lubrie&t.iJ>C oUt 693 1000 barnla 
(Total 1939 ehi~t.l1 5001000 bbl. ) 

4• Ou oU and .tuel oUt 3 a1ll1cm barrala 
(Total 19)9 sbi~t.l t 9 a1ll1011 bbl. ) 

IIR. 1111'1'1 
Branch 2058 - Bo011 208 

2 
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Treasury Department 
D1v1e1on ot Wonetary Reeearoh 

. . 

" i/ 
(3 ~ 

Date..... J-uy 28 19 41 

To: llr. 'lldte 

Proal Mr. 1J11eem 

I'R'r\ Cmt.J:ol - Sh1 5 tl tro JapE 

l. OuoliMI 2S1000 ban'el.e (rel.a\1~ ..U-
pared to reo.>t llbi~nt.e), 

2. Crad.ea 4,000 'Darrell ( ..U) 

). CIAe lnd l'Qel Oila 98 1000 llerrell 

4e Illln1.oat.iq QUa 11, 000 llunll 

WR . IlliTE 
Branch 2056 - Room 206 

2 
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l/28/41 

Secr~tary's Testimony before Senate Committee on 

Foreign Relations on Senate 276 (Lease-L~d Bil l). 
~ 
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January Z7 , 1941 

The S&cretary o! State has already outlined to you 

the broad policy behind this Bill. The Secretaries o! 

war and Na~ will tell you how this Bill .will strengthen 

the defenses o! the United States. I am going to confine 

myself to the financial !acts and figures Which relate 

to this Bill . 

The British Government owes American manufacturers 

$1,400, 000, 000 on orders already placed. This sum Will 

largelY have to be met in the calendar year 1941. It 

has enough gold and dollar exchange assets to meet these 

outstanding commitments, but the British just haven't 

got the dol lars to take care o! their additional needs . 

Regraded Unclassified
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I appreciate the opportunity ot being i nvited 

t o come here today to discuss this problem w1 th you 

tully . I should like to put into the record a number 

ot tables and other tacts which I have already sul:Jnitted 

to t he House Foreign Affairs Committee . 

The first table shows available assets ot the 

United Kingdom, in gold, in dollar balances, in 

American securities and 1n Brit1sh-ovmed properties 

1n this country . These are ugures \\hich governments 

normally keep confidential and closely guarded; but 

they are being submitted to you with the consent 

of the British Government . 

5 
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TABLE I 

Gold and Dollar Exchange Assets or U.K. 

Gold • • • . • • . • • • 
Official dollar balances • 
Private dollLr balances • 
L:arketable u.s . . • • . . 

securities 
Direct and miscellaneous 

investments in u.s . • 

• • 
• • • 
• • • 
• • • 

• • • 

Dec . 31, 1940 

(In ltlllions) 

$ 292 
54 

305 

616 

:goo 
$ 2-;167 

From the total British gpld and dollar exchange 

assets of $2 ,167 million on December 31, 1940, the 

Bri tish exclude as unavailable $305 million or private 

dollar balances regarded as necessary ror the conduct o! 

6 

bus iness, $30 million or gold scattered in different parts 

o! the world, and $21 million on account of forward 

exchange contracts . This leaves a total of $1,811 million 

in gold and dollar exchange assets which tne BritiSh 

t 
' 

I 
r 

I 
• 
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regard as available :ro r purchases 1 n tl11a country. 

I should like to present next to you a table or 

the esti~ated dollar expenditures and receipts or the 

British Empire , excl uding Canada and Newfoundland, for 

the calendar year 1941. Th1 s will show what the Bri t1sh 

owe on outstanding contracts to American manufacturers 

for war materials an d other purchases here, and what they 

can count on from exports and other sources of doll ars , 

to help in meeting these obl i gations . 

TABLE II 

Estimated Dollar Expenditures and Receipts or 
Brit i sh Empire , Exclud~ng canada and Newfoundland, 
from Janurry 1, 1941 to January 1, 1942. 

Do l l ar Expenditures 

A. u .r. . payments t o be made on total pur­
chases from the u .s . 
1. suos to be pa1 d dur 1ng 1941 on 

(In 111111ons) 

orders placed before Jan . 1, 
1941 . . . . • . . . . . . . . • $ 1,274 
(In addition , $119 million wi ll 
rall due arter Jan . 1, 1942) 

2 . Imports from u.s . not purchased 
t hrough the British Purchasing 
Cowmissjon, --lar ge1Y on private 280 

7 

accounts . . . . . . . . . . . . . $1, 554 
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B. Purchases by Empire countries (exclud­
ing U.K. , Canada and Newfoundland) 
from u.s . during 1941 
1. Conunod1 ty i mports • • . • • • • • • 
2 . Payments fo r shipping, t ourist 

expenditur e , interest payments , 
etc . • . . . . . . . . . . . . . 

c. Purchases by Empire countries, exclud­
ing Canada and Ne\'lfoundl and, from 
areas outside the u.s . requiring 
gold or dollars 
1. Purchases by Empire countries 

(chiefly U.K. ) from areas outside 
U.s., Canada and Ne11foundland 
requiring dollars ••••• • ••• 

2 . Payments by F.mp1re countries 
(chiefly U.K.) to Canada and 
Newfoundland . • • • • • • • • • • 

$ 333 

the 

5 
- 338 

247 

880 
~,127 

Total doll a r requirements for all 
transactions •• ••••• • • • • • $3,019 

Dollar Receipts 

A. Dolla r receipts by U.K. from u.s . 
1 . U.K. exports of merchandise 

to u.s . ....... . ... .. . $ 165 
2 . Net balance from u.s. to U.J{. 

on sh ipping, tourist expendi­
tures , interest payments , etc . • • 

B. Dollar receipts by Empire countries 
(excluding Canada and Newfoundland ) 
1. Commodit y exports . • • • • • • • • 
2 . A1tstr al1an gol d exports to U.s . 
3. South African exports of gold 

c. Canadian assistance to U.K. 
Total dollar receipts by EmPi re countries , 

excluding Canada and Newfoundland 

15 
180 

560 
75 
4801~115 

260 

1,555 

8 
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Totc.l dollar deficit \'l : t h countries ot her 
than Canada and Newf oundl and during 1941 • $ 84.4 

Total dollar deficit w1 t h Canada and 
llewf oundland dur 1 nG 1941 • • • • • • • • • 

Total dollar defic it ~f Br i ti sh Empire , 
excluding; Cenada end Newfoundland, 
durlnb 1941 . . . . . . . . . . . . . 

Tot cl recel~ts and def icit on Over~t lons 
\'.'1 tt: <' 11 cour.tr les ot:1er t hen Canc.da 
end i\e\lfoundland dur int: 1941 • • • • • 

• • • 

. . . 

620 

!',; ::., 019 

!·:ext rr.ay I expl ain ho\'1 Bri t 1sh . ol d a.nd dollar 

exchtn~e assets have decltned by r.:ore than t wo t.nd a 

quarter bi llion dollars durtnc the first sixteen l!lcnths 

of t he1.r war . 
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TABLE III 

Estimated Gol d arid Dollar Expenditures and Receipts · 
ot British Empire, Excluding Canada and Newfoundland, 
f rom September 1 , 1939 to December 31 , 1940. 

(Compiled by the Treasury Department , the 
Depar tment or Commerce and the Federal Reserve 
Board !rom data furnished by tlle British Treasury) 

A. 

(In ~.:1111ons o! u.s . Dollars) 

Gold and Dol lar Expenditures 

P&Yments to the Uni t ed States by United Kingdom. 
1. On British Goverru:~ent orders i n 

2 . 

3 . 

the Uni ted States 
Goods de 11 vered . • • • • • 
Advance payments • • • • • • • • 
Capital assistance ••• • ••• 

;-or other merchandise i mports 
rrcm t he United States . 0 0 0 • 
For shipping, inter-st , etc . 
ShippinL disbursements • • • • • 
Interest and dividends • 0 • • • 
;.:1scellaneous ( clliefly !11m 

royalties) • • • • • • • • 0 • 

$660 
570 
150 
-.~1 , 380 

705 

125 
48 

24 
197 

10 

- $ 2,282 
B. Payments to the United States by Empire 

countries, excluding u.v. . and Canada 
and Nevlfourdland 
1 . For commodity imports ••••• 
2 . For shipping, interest , etc . 

Interest t nd dividends •• ••• 
Shipping (net) • • • • • • • • • 

40 

C. Payments by Empire countries , excluding 
Canada and Newfoundland, to areas out­
side t he u.s . requirtng gold or dollars 
1. 9ayments by Empire countries 

(chiefly U.K. ) to a r eas outside 
the .u.s . and Canada and Newrounc\-

8 

435 

48 

land requiring gold or dollars 550 

483 
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l . Gold payments by Empire countries 
to Canada and Newfoundland 
(net) . • • • • • • • • • • • • • • • $~ 775 

Withdrawal o! Capital 
1 . By American and others, through sale 

o! !ree sterling to American importers '00 
2. By repayment o! outstanding export 

credits as required by our Neutrality 
Act • • • • • • • • • • • • • • • • 200 

' • By liquidation or !orward exchange 
position in dollars •••• • • • • • ~ 7'5 

Residual - W.scellaneous items and errors 
o! estimation. • • • • • • • • • • • • • $ 71 

Total gold and dollar requirements !or all 
transactions • • • • • • • • • • • • • • 

Gold and Dollar Receipts 

Receipts !rom United States by United 
Kingdom 

1. From merchandise exports ••••••• 
2. From interest, shipping, etc . 

Interest and dividends ••• $ 85 
Shipping earnings . • • • • '5 
Rem1 ttances rrom insurance 

companies • • • • • • • • _gQ 

Receipts !rom United States by Empire 
countries, axcluding U.K. and Canada 

1. From merchandise exports ••••••• 
2. From tourist travel, remittances, 

etc . (net) • •••••••••• • • 

Dollar receipts by Empire countries, ex­
cluding Canada, rrom areas outside 
the u. s •••.•••.• • • • • • • • • 

205 

50 
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D. Receipts from sal e of gold 
(new production and dishoarding) •• 

Total gol d and dollar receipts by Empire 
countries, excluding Canada •••••• 

• • 

• • 

Total drain on gold and dollar resources of 
British Empire, exclud1~ canada, and 
Newfoundland, Sept . 1, 19?9 to Dec . ?l, 
1940 . . . . . . . . . • • . . . . . . . • 

Total gold and dollar requirements for all 
transactions. • • • • • • • • • • • • • • • 

SUpplementary Table 

Estimated Expenditures and Receipts of canada and Newfoundland 
With the Rest of the British Empire from Septeljlber 1, 19?9 to 

December ?1, 1940 

(In Millions of u.s. Dollars) 

Payments to canada and Newfoundland by 
Empire countries 

1 . For purchases from canada and New­
foundland by the United Kingdom •• 

2. For purchases from Canada by other 
Empire countries • • • • • • • • • 

?• Other payments to Canada by Empire 
countries • • • • • . • • • • • • 

Receipts from Canada and Newfoundland by 
Empire countries 

$795 

125 

10 

1 . From merchandise e.xports to canada 
and Newt oundland by U.K. • • . • • • 170 

Regraded Unclassified



• 

- 10 -

2. FrOm merchandise exports to Canada 
by other Empire countries •• •• • 

~. From interest and dividen~s paid by 
canada to Ulli ted Kingdom • • • • • 

4. Other u .K. receipts !rom canada, 
principally canadian EXPeditionary 
Forces • • • • • • • • • • • • • • 

$100 

85 

20 -
British Empire de!icit with canada and 

Newfoundland on merchandise, interest and 
dividends, etc . • • • • • • • • ••••• 

Canadian assistance to u.K.--repatriation ot 
British-held Canadian securities and incr ease 

1.3 

555 

in sterling balances held by Canada • • • _1iQ 

Gold payments by British Empire countries With 
Canada and Newfoundland Sept . 1, 19~9 to Dec. 
,1, 1940 . . . • . . . . • . . . . . . . . ~ 

One Vital !actor in t his drain o! assets was the collapse . . 

ot France last SUJIBner. The French had at least as much as 

the Bri tisb in gold and dollar asset~ in this country; these 

resources were available, together with the British, to pay 

!or purchases here in the first nine months o! the war. -

When the French collapse came, last June, the British took 

over all French contracts in this country, although they 
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no lonr;er had tlle ilelp of f rench money t o pay for therr, , 

Brl t1:3rl 11ab111 tles wero doubl ed . They were left to 

face Ger t.-any alone . The r~sul t >:as tnat the &-1 t1 sh be-

:an to l ose (;Old and dollar assets twice as fast after 

Jtme a s ·~ e.rore . 

Tili s ·.•;ar 1 s nO\'/ c ostin; the Hrll. i sn Goverru:cent utore 

lr~n 12 u~llion pow1us sterling every tiay, or approxinate­

ly 60 per cent of tne na tional incollle , ana t:. i s t:lX!)enul-

1 u·e Js steadily mounting . The .jr ltl sn are raisl [t::; a uout 

40 per cent of t.ti s covt oy taxing trlelr people . To g1 ve 

you socte i dea ot 1'/hat the !::lri ttsh people are doing to pay 

for the war, you may be interested ln tile following table 

co,aparing i3r1t1sil ana United States taxes at the present 

tl:r.e : 
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comparison o! British and United States Taxes 

1. Personal income tax. A married couple W1 tn t wo 
children woUid pay the follonng taxes in Great Britain 
and the United States under present laws : 

• BritiSh • u.s . . • 
Income • tax • tax • • 

$ 1,500 $ 4} 
2., 500 }11 -
5. 000 1,196 $ J6 10, 000 ''tt5~ 20, 000 9, 2 2, 14} 

50, 000 }2,401 1}, 741 
100, 000 76, 276 42, 948 

2. corporation income tax rates 

Bri.tlsh u.s. 

15 

}. EXcess ~rotits tax. The British excess pro!its tax 
is 100 percent o profi ts i n excess ot base peri od earnings 
for certain years 19}5- 19}7 • The United States excess 
profits tax ranges from 25 to 50 percent o! earnings in 
excess or the average base peri od earnings tor 19}6- }9, or 
8 percent or invested capital, whichever exemption is higher. 

4· Purchase tax. The British impose a purchase tax o! 
}}-1/} percent on the wholesale val ue ot certain luxuries 
and lb-2/} percent on certain goods 1n common use, exempting 
food• 

• 
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5· Excise taxes . The Briti sh i mpose excise taxes 
on several comsuoalties at substant ially higher r ates ti1an 
ti1e Uni ted St ates . Examples are e-i ven below: 

Brit i sh u.s. 
Spirits , domestic , per 
u.s. pr oof gallon 
~eer , domestic , per bbl . 
of ?1 u.s. Gallons 

Cigarettes , per t housand 
\'leighi ng ? lbs . 

1'ea, l!:mp1re, per lb . 
Coffee , ful l auty per l b. 

Sl 5.o0 

11.16 

11.70 
10¢ 
2.8¢ 

$) .00 

o.oo 
) .25 

I should like to submit one more table to you :1ul ch 

is an estirrate of the long- t erm foreign i nvestwent s of 

the i.lni ted i1.ingdom outside the Uni ted St ates . '!'hese 

fl "'ures, most or wll i cl1 ar e based upon studies made b~ 

British economi st s before t he outbreak of war, are 

necessarily estimates . Nobody can fix a definite valua-

t lon upon such properties as ranches i n Australia, railways 

i n Argentina or oil Vlells in t:ex1co . 
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Most of the investments are in sterling securities; 

a large part of the Canadian invest ment is in Canadian 

dollars, and some of the other investments are in the 

respective domestic currencies . However, for convenience 

of presentation, the estimated nominal value of the 

investments has been converted into sterling. 

The market values, where given, are cal culated rrom 

current market quotations of the securities . Since 

warket quotations are not available tor a large part Of 

the investment, no total market value can be calculated: 

17 
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Estimated Long-Term Foreign Investments of the United 
Kingdom outside the United States 

(Lillion Pounds) 

Government Railways Other Total 

In British Empire 

Canada Nominal 75 187 219 4Bl 
Uarket (70) 

Australia Nominal 425 3 75 503 
t:arket (410) 

New zealand Nominal 131 
(125) 

1 14 146 

India Nominal 300 !/ 250 550 
J..:arket (250) 

British Africa Nominal 188 1/ 250 438 

I.:alaya Nominal 6 78 84 

Other Nominal 31 

Total in 
British Empire Nominal 1125 191 886 2233 

In Latin America 

Argentina Nominal 45 263 83 390 
!.1arket (32) (52) 

Brazil Nominal 75 38 47 160 
:rv:arket ( 6) (5) (22) ( 33) 

Chile Nominal 20 
(2) 

20 
(5) 

65 105 

Uruguay Nominal 18 14 10 42 
~arket (8) ( 1) (12) (21) 
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Government B!1lwa.vs Other Total 
Mexico Nominal 38 90 44 173 

Market (1) (1) 

Peru Nominal 6 !I 23 28 Market (1) (4) (5) 

Cuba Nominal 2 25 2 28 
Market (2) (1) 

Venezuela Nominal Nil 3 18 20 
Market 0.2 (17) (17) 

Colombia, Ecuador 
Bolivia, Paraguay, 
Central America Nominal 50 

International Nominal 6 

Total in 
Latin America Nominal 204 453 292 1002 

In Asia 

China Nominal 200 

Japan Nominal 50 

Netherlands 
East Indies Nominal 50 

Philippines Nominal _JL 
-

Total Asia ' 308 

In Euro~ Nominal 250 

In Other Areas ~ N01111nal. 75 
Total U.K. Investments outside 

United States - NoDdnal Value 3800 

~ Not shown separately. 
J Matnly Iran, Egypt , I~ and Portuguese 

East A!rica. 
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The problem be!ore us 1s not whether the Br1t1Bh 

haver esources; ot course they have, all over the 

world. The problem 1s whether the Br1t1sh have got 

the dollars they need, or can get the dollars they need 

t o spend 1n t his country. 

That, gentlemen, 1s the problem as I see 1t. 

20 
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Januar·y 28, 1941 

Carbon copy of Secretary ' s readinc copy of his 
teslitlony before Senate Forei ~:;n Relations Committee 
>tl.ich vtas prerared for his afl earnnce follo11ing Sec­
retnry i:ull on January 27th, but postroned to Jan. 28. 

21 v 
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I appreciate the opportun i t y ot bet ng tnv1ted 

t o como here t o day to discuss th1s problem 111 th you 

tully. I srould 11ke to DUt 1nto the record a number 

or tables nnd other racte whtch I have alrea dy eutl:l1tted 

t6 t he !Jouee r oretgn Attatra Com1ttee . 

The tlrst table showu avntlable llBBets or the 

tint toc1 Ki ngdom, In gol d, 1n d-. llar balances, 1n 

Ar.ort can eecur1t1es and !n Dr !t !sh-ownod properti es 

In t h ts country . These ere t 1gureo 'ltllch goverrur.ente 

norr.e.lly keep conrtdentl cl and clo:~el.y guarded; but 

they are 'bernt trulrltt ted to you wt th tho consent 

or the Dr1t1eh Government. 

.,., ... ., 
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tABU: I 

OOld • • • • •• • • • ••••• 
Offtctal dollar btlaa... • • • • 
Prlnte dollt r b&laao.. • ••• 
~table u.s ••••••••• 

MOur1t1el 
D1J-.ot and ateoell&neolll 

ta.eetmentl tn u.s. • • • • 

v.o. 81, 1M() 

(ID lUlllOU) 

* 28e M 
8015 

811 .. :.-

24 

Brtttab exclude u UD&ft1lable $306 lllllton of privata 

dollar btllnO .. ~ u neoeeaary tor tbe conduct ot 

~lneaa, $30 mtlllon ot &Old acattered ln dltter.nt parte 

ot tbe world, &DC1 $Cl a1ll10D 011 aocwnt of forward 

uchallp ooatraotl. '!'tile lMftll a total or n,eu atlltoa 

ta &Old and dollar exobanae uaata 11htcb 1be Brlttlb 

• 
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......,.. ae amlable tu JIQI'ObUN la tlllt oo'**ttt• 

ou lOUD\ oa troa •xpoa u Ud oellar •artee ot dOllan, 

to Mlp lD .. \1q Ul ... Obl1pUOMe 

t~n 

~~~tsaqcs Dollar D»eadtt•• •4 RMetpU ot 
111.\!U -ln, DOlu41DC 0S"M u4 -..fOUDdl•ad, 
trca .JIIDUUT 11 1Ml to ~ 1, l.NBe 

25 
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B. Purchase• by ~1re countr t .. (exclud­
tng U.J<., Caneda and New!oundland) 
f rom u.s . durtng l~l 
1. COIIElOc11 cy 1:rporte • • • • • • • • $ 333 
2 . Pa1J!ente t or eht pplng, t ourt et 

expenditure , l nterest P67Uente, 
etc . • • • • . . • • • • • • . • __§, 

c. Purchases b,y ~1ro countrteu, excl ud­
Ing Canada and Newfoundland{ from 
areas out slde t he u.s. requ r tng 
~SQld or dollarl 
1. Purchaaee ~ Dnplre countries 

(chtetly U.K. ) f rom areas oute1de t te u.s. Canada anc: NwtoundlaDc1 
requ!rt ng c1o l lara ••••••••• 

2 . PQII!cote by Emplro countries 
(chtetly U. K. )t o Canada and 
Newfoundland • • • • • • • • • • 

Total dollar requi rements tor all 
tnneacttone ••••••• • • • • • 

Dollar Recetpte 

A. Dollar recei pts by U.K. t rom u.s. 
1. U.K. exports ot r.crchandtae 

to u.s ••••••••••••••• $ 
2 . Net balance !rom u.s. t o U. K. 

on sh tpp1ng, t ourtst expendi­
tures, Interest peymentl, etc. • • 

D. Dol lar recetptl by El!lptre countrts• 
(exclud1ng Cenada fllld Nntoundlal:ld) 
1. Col2!0d1 cy exports. • • • • • • • • 
2 . Australian gold e.xporte t . u.s. 
3 . Sout h Atrt&an exyorts ot gold 

c. Canadian u at atance to u.K. 
Total ctoller receipts by ~1re countr tes, 

excludi ng Canada and UewtoundlaDd 

~ 

247 

$3, Ql g 

1C55 

~ 
180 

seo 
76 
~,115 

2eo 

1,15615 
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- a s• ... Is Is •==• t111J11 1M1 • e M& 

total dlllU' ..nes• ws aa a t .. 
...,.s a"•" cwt• 1Ml • • • • • • • • • a 

fetal de"tr MtiOlt Of 111UIIl -In, 
-llltl!le.f7nds ad 1 fl nw, 
dl&l1.. • • • • • • • • • • • • • • ~ • 1,"' 

tnal nMIP'a ... dlftOit •• ,...,1_ 
wsaa a11 ... trios otller lll?ll 071 s• 
... Is It s Umd tu'lll(. 1Ml • • • • • • • • • 

auass• ...... baft •uliled tr •n u.aa t:w ud a 

of tbllr ..... 

• 
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QOidl .Ua ..... • • • • • • • • ... 
Ado £11 Jlil .. e e e e e e t I ra_ 
cepttala811•l ........ . 1.-a. ror .u.r ..,..,., .. taJ:a• 
trca \Ill unued .Stoa\ea • • • • • 

28 

a. ror tbl,.., ta..,..n, '"• 
lblppt• 4l1W I I nU • • • • • 
Jmnet u.s •&~l1nM ••••• 
11181~1 ar (lbletlll fd!l:m 

rTitt• •••••••••• 

111 • ... 
a. ,_ u tD \IIIII VldW ••• 'r -Sn -..... 

IOWTVtM, -lw"· V.L 1M C dl llld ••s!WIIGl_, 
1. ror o dl~ ':C::::. •••.• a. r.r lld.l'lrll:• ta- , •• J...,._ ... Ol~tdiEMe • • • • 

lblpplq ( ... ) • • • • • • • • • 

a. 

40 
.1. 
-

550 

-
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..... -· 81 ....... •e;•tr:: " c * ... ..,, = • ., 
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Dse 2 • J , 1"' 

(Ia •w- ., v ... De"•n) 

Uenf IIJ 

1. ,_. _..t"F?I ,_ O:M* aM -­
l?&!frit 11r .. aa!W 1n , , • a. ,.. ,...._ ,_ ern* ai 111 sr =:,- ualrl• •••••• • •• ,, ::::tt: . ~· .... ":"!": ~. 7 •• ~ 
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a. 11"'0l ..-otwM1• ap.U to C>rede 
tllr Ot!Mr -IJ'e eGUDVl•• • • o • 

'• J'I"'a llltere~ anel 41Y11v*t paid b7 
C>•dl to United Kt~ • • • • • 

J.• CIIM Ud. r .. elpt8 ln. C'Nda, 
WiDolpalq ce•uu '*i.Ut1CIIIU7 
tore• •••••••••••••• 

3 1 

20 

"' carwdSan a8e18WDM to U.Jt-rep&tr1atlOD ot 
81'S tllb-belel C&naelSan 8MUI'1 tl .. &Del 1DCr .... 
Sn sterllnc balano.. bel.Cl b7 carwdl • • • 

Gold ~te bJ Brltlllb DIPIJ'e OOWitrl .. Wltb 
canedl and .-.toun4land sept. 1, 19,9 to 1*). 

,1, 191\0. • • • • • • • • • • • • • • • • ~ 

ot France la~ &• or. The FlWICh haCl at l-..t u a&Oh a• 

t he Brltllb Sn gold 111d dollar UMt• ln t h1• OOUDtr7J tbe• 

tor PIU'CMMe h.re ln the tlr~ nlne 1101ltb8 ot tbe wv. 

IUD the Freocb oouap .. cau, lut June, taw Brl tleh took 

ovar au Frencll contract• 1n th18 country, altllO\lSll tb_, 
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C011par18on of Br1t18h an4 Un1 te4 States taxes 

1. Personal income t!§• A -.rr1e<1 couple w1 t h two 
c111lc1ren iOUld PlY thi fOl ..Wlng taxes l n Great Britain 
and. tile United s tates UD4er preaent laws: 

I Brit IE I u.s. 
1!!2011! I w I tu 

$ 1.~ 
$ l,~~ -z. 00 -5,000 $ JJ~ 10 000 f:kU zo:ooo 

~:m 50.000 '-~1 1oo.ooo 76. 

2. corporation Income tax ratee 

Br1tlllb u.s . 

33 

'· The British •~cess pror tts tax 
is 100 excess or base period earni ngs 
tor y-.rs • The Un1 ted. States excess 
prot 1te tax ranges to 50 percent or earnings 1n 
excess of the average base period earnings tor 19'&-'9' or 
8 percent of 1nveate4 capital, whichever &XIIIIPt1on 1a higher. 

Purct =i~w;•·· The Br1t18b. impose a purchase tax of 
Wholeal.e val ue ot certain lUXIU'1ee 

on certain goode 1n com on use, exempting 
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I lli'iti& I u.s. 

$,.00 

6.oo 
,.2, 
--

1 Should like t o aubldt one more table to you whi ch 

1e an e.ti .. te ot the long-tera toreign lnveatmente ot 

the Un1 t~ K1DC4011 out elde ~ Un1 t~ Statee. Theee 

t1guree, 110at ot which are b&aec1 upon atud1ee .. de by 

Br 1t 1ah econoatete betore the outbreak ot war, are 

neceaaarilJ eet1matee. Nobody can t1x a det1n1te .alua. 

t1on upon euch properties aa ranchee 1n Auatral1a, ra1lwaTe 

1n Argentina or oil welle 1n Wex1co. 
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(111ltoa POGidl) 

' .. :.!~ - ' \ M'1rD 

,. Rt"• •'" 
c • • s•l ,. 41!11 

..at ('PO) 

AU\nlll IIIIM:I .,., -(&») 
I ,. 

.... :1 a • t•l 1al 
(181) 

1 

I IIdia • '•J 
aa1l8t 

800 
(110) 

Jl 1110 

Brt tta J.trtoa .. IMl liJ8 a/ 110 -,.,,.. • '"' • " M 

ou.r . ,.,., R 
total la 
lr1UIIb Dlptn 1 l•l ll8l 181 •• -
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St.a'-t of Sec~t&J7 llorsan~ 
:le!ore the S..te Collla1ttee 

On ?orei311 Relll tiona 

JanuAry 28', 1941. 

Tho SecretD.ey of State ho.a o.lread)' outlined to you the broad 

polioy behind We llUl. The Secretaries ot liar lind NaY)' 'llill tell 

you :1011 this Sill •'11ll atrenghten the datenaea of the Un1ted States. 

I ea coing to con!'ine m;yselt to the tinancial tncta lind !i.,oures which 

relate to thia !Jill, 

The arit.iab Govertl:llent ones ADer1CliD manuto.cturera 

Cl, @,000,000 on orders alread;y pl.&ced. nda IIUil will J.arcely ba~ 

to be met 1n the calendar year 1941. It baa enoutlh cold anti dollar 

exchange aaaeta to neet theae outatanding cOilt:l!.tmenta, but the 

Bri t.iab juat haven • t got the dollnra to take care o! their addJ. t.ional 

needa. 

I appreciate tbe ~pportunl.ey ot being invited to ccme here today 

to dJ.scuae this problt1111 with you Mly. I should Uke to put into 

the record a number of tables anti other tacte which I ba'n! alreed;r 

aulaitted to the Houae Foreillll U!aira ec..ittee. 

The firet table ahcme aw.ilable &aaete ot the United Kinc4oa, 1n 

gold, 1n dollar balancee, 1n Amer1C4ll eecur1t1ea and 1n Br1t1ab-<nmed 

properties 1n thie country. Theae are !ipree which govermenta 

nomall,y keep contidential and cloa~ prdedJ but they are being 

aulaitted to you with the conact ot the Brit.iab OoY~t. 

Regraded Unclassified



• 

- 2-

TA3IE I 

Gold Md Dol.Jzr Exchange Asseta of U. K. 

Gold • • •• • ••• • •••••••• • ••• • • •••• •••• ••• •• ••• 

Dec. 31, 1940 
(In I !illiona) 

$ 292 
54 

305 
616 

~!1c1al dollar balances ••••••• ••••••..•••••• 
Private dollAr bnlnnces •• ······•••••••••••·· 
J!t'.rketable U. S. securi.ti.es ••• ••• • • • .•.••.• , . 
Diroet end ::dscellt.neous investments in u. s. 2,m 

Fre::l the totc.l. Sritish cold and dol.Jzr exchanj;e assets 

of ~,16? .Ullion on Deeeaber 31, 1<;40, the Drltish exclude 

as unav&ilable $305 oillion of private dollar balAnces 

regarded as necessary for the conduct of business, ~30 

million of cold scattered in different po.rts of t he 'II'Orld, 

t.nd (.21 million on account of forward exchange contracts. 

Tllis leaves a total of $1, Gll a1llion in cold and dollar 

exchange assets vmich tl'te 3r1tish re(;ard as available for 

purchllaes in this country. 

I ahoul.cl like to present next to :JW. a table of 

the estil:lated dollar expenditures and receipts of the 

llritiah lllpire, excluding canada and Olewtound.le.nd, for 

the cale~r year 1941. This will show WhAt the Dritish 

O\Te on outstandine contracts to American mD.nufncturers for 

war me. teriala and other purcrAses hare, and Y:ha t they cs.n 

count on fron exports and other sources or dollars, to help 

in ••eetinc t.'\ese obli;:ntiona. 

40 
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Wtl II 

Joti .. tod Dollar Expenditure• and a.ceipto ot Britioh m.piro, 
Jxolu.4ing CMA4a and llevtoundliUld, from Janull%')' 1, 1941 to 

JIUlWU'Y 1, 1942, 
Dolll\r Expend! t uroo 

(In Mlllloru) 
A. U, K, 9~~onto to be m~e on tot~ pur­

ch~aea from the u.s. 
1. Sumo to be p~ld during 1941 on 

ordoro pl~eed before Jan, l , 
1941 I t I t o t I I I I I t I t t t I I $1, 274 
(In ~dd!tion, $119 million vlll fall 
due after J..,, 1, 1942) 

2. Import• fro~ U, S, not purchftood through 
t ho Br!t!ah PurchAalng Comaioaion, --
l~rcely on ~r1vAte ~ecounta. • • • • • • 280 

B, Purc~ooo by Empire countr!oo (oxclu.41ng 
u .x., c~ and ll•vtoundliUld) from u.s. 
durin« 1941, 
1. Ccao41ty lar,orta • ••••• • ••••. $ 333 
2. P~y:ento tor ahipping, touriot expandi-

turee, interest payments , etc • ... , . . 5 
0 , Pure~••• by Empire countrioo, oxclu41ng 

C~Md~ IUid Nnvtoundli'Uld, from 1\reaa outtldo 
tho u. s. re~nlring gold or dolll\rl 
1, Purchnaeo by Empire countrioa 

(chief ly u.x. ) from .. r ono outoido 
the u.s., Gnru.dl\ ond Nevtoundlnnd 
req,ulring dollua. . . . . . . . . . . 247 

2. l~onta by Empir e countrlot (chiefly 
U,IC, ) t o C.I\DA4a and llevtoundland , , , ~ 

Tot~ doll.l\r r•~uireaenta for 1\11 trantActiono 

Dcllu Recoiph 

A, Dell~ receipt• by U,IC, fro• u.s. 
l, U,X, exports of much'Uldho t o U.S, , , $ 165 
2, Not bnll\nco from U,S, to U,X, on 

thipplng, tourist expondituroo, 
lntcreet p'ymcnte, ete • • . ..••. , 

B. Doll-.r reoeipte by Empiro oountrios (exclud­
ing C•ft.l\d.l\ 'Uld llewfoundlnnd) 
l, Commodlt:" exports • ••• • , • , ..•• 
2. Auetr~l~n gold export• to U,S, • • • • 
3. South Atrici'Ul oxporh of gold , , • • • , 

C. C~B41~n ~••l•t~eo to 0,1, 

Tot~ dol l.l\r rec•ipts by ~ire countrieo, 
ucludin« c..,~ .. Md Nevtoundl..ad ...... 

15 

56o 
75 

480 

338 

hill 

ll.Q!2 ---

180 

1,115 
26o 

$1,555 
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Total dollar doN.cit wl.th countries other 
than Cllnada and Newtow11iland during 1941 ~ 844 

Total dollar deN.ci t '11'1 tb Canada and 
Newfoundland during 1941 • • • , • • • . 620 

Total dollar deficit of British Empire, 
excluding Canada and Newfoundland, duri.ng 
1941 . . 0 0 • • • • • • • • • • • • • • • 

Total receipts and deficit on operations wl.th 
nll countries other than Canada and 
Nowfoundlnncl during 1941 , , , , .. , . • 

Next may I explain how British gold one! dollar exchange a ssets 

have declined by more than ho and a quarter billion dollars during 

the first sixteen months of their W!lr, 

TABLE III 

Estill'Bted Gold and Dollar Expenditures and Receipts of British 
E!npire , Excluding Canada and Newfoundland, from September 1, 1939 

to December 31, 1940, 
(Compiled by the Treasury Depar tment, the Department of Commerce 
and the Federal Reserve Board !rom data tumishad by the 
British Treasury) 

(In Millions of U.S , Dollar s) 
Gold and Dollar Expenditures 

A, Payments to the United States by United Kingdom. 
1. On British Government orders in tha U,S , 

Goods deliver ed • . . , , , . . 
Advance payments . . . . • . . . . . . 
Capi ta.l assistance . . . , , , , , , , 

2 , For ot her ..,r c!landise imports frOIIl the 
) , For shipping, inter est, etc . 

Shipping disburse~nts • • , • . . . . 
Interest and dividends •• , , ••.. 
111scellanoous (chienr film royalties) 

$660 
5?0 

. ~ 
$1,380 

u.s .. ?05 

125 
48 

...Yo 
197 

$2,282 
B. Payments to the U.S. bT Empire countries , exclud­

ing U.K. and Canada and Newfoundland 
l , For commodity imports , 435 
2. For shipping, interest, et c , 

Inter est and dividends , 40 
Shipping (net) . , .. , ~ 

C, Payments by Empire countries, excluding Canada and 
Now found land , to areas out side the U,S , requiring 
sol d or dollars . 
l , Pa)'llents by Empire countries (chieny U.K.) to 

areas outside the u.s. and Canad3 and Newfound-
land requiring gold or dollars 550 

483 
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2 . Gold pa,yments b)' Et1Pire countries 
t o canada Md liewfoundland (net) 

o. l'lithc!rawal of Capital 
1. Dy Amorieareand others, through sale 

of free sterling to American 
importers )00 

2 . B)' repay-ment o f outstanding export 
credits aa required ~/ our Neutralit)' 
Act • • • . . . . . • • . . . . . . 200 

775 

), lJy liquid:ltion o! fon.ard exchange 
position in &>llars . • • • • • • • ~ 735 

E, Residual - J.iiscellaneous 1 toms nnd errors of 
estimation . • . . . • . . . • • 

Total go ld and dollar rcquireMnts fo1· all trans-
actions • . . . . . . . • . • . 

Gold and Dollar Receiots 

A. Receipts !ro:n United States b)' lln1ted F.in&<i<>l:l 
1. !'roo oerchandiso elqlOrts • . • . . 205 
2. Froo interest, shipping , etc . 

Intcrcot and dividends •• 'J S5 
Shippinc earninss . . . . 35 
Relnittancos from insurance 

companies ~ 

B. Receipts frcm Un1 tod States b;r Ell\;) ire 
countries, excludinc U. K. and C<lr.ada 

1 . Fron corchandise exports • . 
2 . Froo tourist travel, ro:dttanccs, 

etc . (net) •••.•.. 

C. Dollar r eceipts by ~ire countries , cx­
cludin& Canada , !roe~ :u-~s outoidc 
the u. s. . .. ....... . 

o. Receipts f rom sale of cold 
(no\/ production and diohuarding) • 

Total gold and dollar rccoipts b)' l:lnpirc 
countries, exclud.L'lb ccnada . • • • . . • • · · • · • 

Total c!rllin on gold and dollar r<;sources of 
British C::J;>irc , oxcludin& caneda, and 
lio><foundland, Sl:pt . 1, 1939 to Dec . 31, 

!.4Q 

640 

..lQ... 

1940 0 • 0 • • • • • 0 • • • • • • • 0 • 
• • • • 0 • 

Total gold Md dollar roquiromonts !or all 
transactions • . • . . . • . . . . . • • • • • 0 

71 

(> ..2!ti 

670 

50 

2§i 

$2,030 

2,316 
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Supplencntcry Table. 

J.:oUrn.ate:d Expenditures and Receipts of Cnnndn a nd Newfoundland 
'tilth tho Rest of tho Britioh Empire from Scptcrnbor 1 , 1939 to 

Dcccnbor 31, 1940 

(In J:lllions of u. S. Dollars) 

A, i'D.yl:lonts to Con.adn c.nd NowfoundlMd by 
E:np1ro countries 

l. For purchases from CanD.dn lind New-
foundland by tho Uni tod Kingdom • • . . , • $795 

2 . For purc.hasos from Cllnada by othor 
Er.lpirc countries . • . . . . . . . • . . . • 125 

3, Other payrnonto to Cllno.dn b:r f.mpire 
countries . . . . . . . . . . . . . 

D, .lcccl.pts fro"' Co..Mdo. c.nd llowfounc!l.D.nd by 
:::tlpiro countries 

1 . From l:!Crchandiso exports to Cor.ado. 
and l!cwfoundland by U. r.. . . . . • 170 

2 , Fror.1 merchandise exports to Ct'.nadn 
by other llrnpiro countries • • . • . 100 

3. From intc.rcst and dividendo p<lid by 
(;CM.dA to Un1 tod liingdem • • . • • , • • , • 85 

1.. Other U. Y. . reccl.pto !ron Co..Mdo. , 

$930 

princi;N.lly C.""'-di~.n ~ t i onary 
F" rccs • • • • • . • • • • • • • , ~ il375 

British Ebpirc deficit with Clln.edn "".d 
r;c':l!oundknd on ocrch:lndi•o, interest and 
dividends , e tc •••• • •••• . •••• 

Cc.no.di:m a.ssiSUJ\CC to u. K. -- r cp<.triation or 
British- held Cl!nr.dian securities t.nd increase 
in sterling balMcc~ hold by CllllL'.dl'. • • • • • 

Gol d pt.yr.cnts by Britich Er.\;)1ro countrie s with 
C:m:do c.nd t<cwfoundl4nd Sept . 1, 1939 to Dec . 
31, 191.0 • • . • . . . • • • • • ••••••• 

555 

44 
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Oa• vital taetor in thia drain of ••••t• vaa the collopee 

or Fruce laat SWiller. !he French hn4 at leaot a a auch aa tho 

Brlti eh in cold and dollar asaete lD thit country: t hA ee 

roaourcoe were a•~ilabla. together with t he Brltieh. to PAT 

for purohl\toe hero in the firet nino 11onthe of the war. Vlten 

tho Fr3noh collApae cane . l~at June, the Brltleh took ovar ell 

Fr •r.ch c•nt racta In thla country, although they no longer had 

the bolp of Fr~ncb nonoy to pay for then. Brltlah llabil i tiee 

w.,J'O doubled. They wor" left to face 0.rn&ll1 alone. 'l'h~ reault 

waa thAt th~ Brltiah be~ t o loae cold and dollar aaaeta t wice 

aa teat atter June aa before. 

Tal a war Ia now coating the Brltioh Oov•r naent more than 

12 million pounde aterllng every day. or ftpproxloately 6o per 

cent of the nnt lonal lnco~e. and thia expenditure ie etoadll y 

nounting. Th• Britioh are raising about 40 per oont of thlo 

coat by taxing tboir poople. To give you eone Idea or what the 

Bri tioh people are doing t ? p&Y for tho war. you may be Inter-

oated in th• fol l owing table co~arlnc Brl~l oh and Uaited Statea 

tAXea ~t th~ 'reecnt tine: 

Co~parlaon of Brltiah nnd Unit ed Stateo Taxeo 

1. Peraonal income tax. 
wnuld pay th" following taxeo 
Stateo undor pr oaent lave: 

A merriod couplo with two children 
In Or oat Britain and the United 

lnco=o 

1.500 
2.500 
5 .000 

10,000 
20,000 
5Q,OOO 

100.000 

Brltioh 
tax 

$ 4} 
}ll 

1,196 
J,451 
9.1126 

J2,1101 
76.276 

u.s. 
tnx 
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2, Corporntion incone tax rates 

Bri tiob I u. s. 

3· ~caoo profito tax. ~be Britiob exceoo profito tnx ia 
100 percent of profita in exceea of baoe period earningo for 
c• rtnin ye..ra 1935-1937. Tho United Stcteo exceao proflte tax 
rRngea fron 25 to 50 percent of earnin&• in exceoe of tbe 
nverege base period enrningo fer 1936-39, or 8 percent of 
invooted capital, vhichover oxeaption ie higher. 

4. Purchaoe tax. T •. o Bri tiab inpooe n purchaae tax ·of 
33-1/3 porcent on the ~holeaale value of eert~in luxurieo and 
16-2/3 porcent on certain eoodo in eoaoon uoe, oxenpting food. 

5· Bxeioe taxoa. Tho Bri U •:. 1J •oae exein taxea on 
aneral eonnodi titlo at aubatantlnlly higher ratea tllan the 
U••lted States. B:.;uoplea are ,hen belovl 

Bri t1ol1 tl'.s. 

Spirita, do~oatio, prr 
u.s. proof gallon U5.6o $}. 00 

Beer, domeatic. per 
bbl. of 31 U. S. G-llona 11.16 6.00 

Cigarettee, ner t bouaand, 
nighing 3 lbo. 11.70 J.25 

Tea, ~epiro, ~er lb. 1~ 
Coffee , tull duty pe r lb. 2.81 

I ohould l ike to eubnit one nore t Pble to you which is an eotioate 

of the long- tara foreign iaveatmenta of the United Kingdom outaide the 

Unit~Cl States. 'l'lleon n ,,UJ''lO. ooot of which a.rl b•aed upon otudiea 111\do 

by Britieh oeonoaitta before the outbreak of war, nre necetaarilT 

eatiaatea. Hooo~ c·~ fix a definite valuation upon ouch proportiea •• 

rancheo in Auot ralia, rnilvayo 1n Argent ina or oil walla in Moxico , 

46 
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lofost of the invest ments are i .n sterling securities; a large 

part of the canadian inveetment is in Canadian dollars, and some 

of the other investments are in the respective domestic currencies . 

However, for convenience of presentation, the estimted nominal 

value of the investments has been comrerted into sterling. 

The market values, where given, are calculated trom current 

marke t quotations of tho securities . Since mar ket quotations are 

not available for a large part of the investment, no total market 

value can be calculated! 

Estimted Long-Term Foreign Investments of the lklited Kingdom 
Outside the United States 

(111ll1on Pounds) 

Government Railways Other 

In British E!eire 
Canada Nominal 75 187 219 481 

llarket (70) 

Australia Nominal 425 3 75 503 
l!arket (410) 

New Zealand Nominal 131 1 14 146 
(125) 

Ind1& Nominal 300 !I 25(1 550 
Uarket (250) 

British Africa Nominal 189 !I 250 438 

llalsya Nominal 6 78 84 

Ot her Nominal ____l! 

Total in British Nominal 1,125 191 886 2,233 

!/ Not shown separatel,y. 
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• !t!!vernment na11wa:l! Other Total 

In Latin America. 

Arcentina Nor.>inal 45 26) 8) )90 
tlarket ()2) (52) 

Brazil !'ooli.nal ?5 )8 47 160 
llarket ( 6) (5) {22) <.n) 

Chile Nominal 20 20 65 105 
(2) (5) 

Urv,cuay Nocdnal 18 14 10 42 
J&arkat (8) (1) (12) (21) 

Uexico Nominal )8 90 44 17) 
J,:arket (1) (1) 

Peru Nominal 6 y 2) 28 
Uarket (1) (4) (5) 

Cuba llocz1nal. 2 25 2 ' 28 
' Uarket (2) (1) 

venezuela ~:omi.nal Nil ) 18 20 
l!arket 0. 2 (17) (17) 

Colombia, Ecuador 
Bolivia, Paraguay, 
Central America Nominal 50 

International Nominnl _6_ 

Total in Latin 
Aa:oriea Nominal 20l. 4~) 292 1002 

In Asia 

China Nominal 200 

Japan llomi.nal 50 

Netherlands 
East I ndies llor.>inal 50 

Philippines Nominal 
__ 8 

Total Alia )00 

In Europ" NoW.nal 250 

In Other /.reas y l!omi.JUIJ. 75 

Total U.K. I nvestrnen ta outside 
United States - llom1nal VP.lue )868 

~ llot sho11r1 soparately. 
l!ainly Iran, Bgypt, Iraq end Portuguese t:.:at Africa, 
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The preble~ before us Ia not • hethor the Jritiah have 

reaourcea: or courae they bav& , All o~er the world. ~he 

problem i t whether the 3rit1oh have COt tho dollar& thBT 

noad, or can ~•t tho dollars thaT need to opond In thia 

COUDtTT• 

That, gentlemen , Ia the problem •• I ass it. 

49 
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1_,., 28, lNl 

J(r. fha~~p•• 

SuretU'f llo~atha• 

I nat lan7 11h1te to go ~ aa tM Blat ud atq 
....,. .tU a .. ok tJo. tho followlJa.l[ lloM:t; S.. 1t 7011 
oaa't thlak of ... plaoo to ....t hia - C1l or ... 
plaoe lla that. I aaa•t U.. 11hothop tM T1Pgh Iolaaaa, 
PlafPto 11oo or tha P. Caul ...a arq 1aapoot1aa. I 
Rllt IU'I'J to han a trip at tM Oon.-at•a ozpouo. 

--
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z.,.., 28, lNl 

U •• 4aa't MIIJ' t .. 1rthv PvYle 117 !'laU'IClq 
1101'111a& ,...alae the 1,880 pl ... !'t I want to tab 1IP 
C1D !hveclq with Pvril the peHhll 11!1Pit1• that 
tl117 41Hiri the eo-oalle4 litl!!! tJpl aJIIl plaoe oNin 
with u tor -.rlolll tnee. er, I Wlllt to 111 what 
happeu to tM lliCPitlC. w -a. to tMa 1a .- ott1oe 
oa llaDaq •• to what kb4 of a o..-'baok hi hu Mllllll 
I \tUna he 1e gobg to tab 1t up with Lora lalltu. 
I .. wllll.Dc to lralt atU !llv~Clq 1101'111q. 
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· Secretary asked Mr. Haas to phone Kr . 
Mliflllll and say the Secretary is terribly 

worry, but he is going away and cannot be 
ot any assistance to him. 

l/80/41 

' . 

/ 
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TREASURY DEPARTMENT 

INTER.OFF'I~ COMMU NICATlON 

04n January 28, 19~1 . 

TO Seoreta~enthau 

llr. H~/1 

In accordanoe with your request I 
he explained the extreme difficulty they 
prioea in eome of the metal markets . He 
aluminum aorap and ~inc sorap . 

telephoned Mr. Ham and 
are having controlling 
mentioned i n particular 

Taking ~inc as an illustration, he said that through the 
efforts or iLr. Henderson ' a office the producers of virgi n zinc 
have maintained a price of G7.50, whereas because or the extreme 
del:l4.nd for dno, scrap ~inc upon which they have no control a t 
present i a selling for 110 , 50. He pointed out that new capacity, 
which would relieve the situation somewhat, would not come into 
production unti l sometime in June. 

llr. Ham was confident that a price situation of this kind 
should be handled by a system or priorities , rationing t he output 
ot the industry. He said that additional legislation would be 
required to grant power to the President to ration such produote 
for civilian as well as for milita.ry uses. He spoke to Attorney 
General Jackson about the legislation and also raised with him the 
question as to who should be responsible for the pr i ority or 
ra tioning policy. He said that Mr. Jackson suggest ed that he 
di scuss the matter with you aa he t hought you had di scussed this 
metter with the President a t one time. 

Ur. Ham said his study of the British procedure e.nd organ-
1~t1on for rationing clearly indicated that responsibility should 
be placed in the hands or one agency. He said the 3ritish exper­
i ence also indicated that the best results were obtained when it 
was in t he hands or civil service employees rather than in t he 
hands or businessmen. 

He would like to know that he had your help and backing in 
getting a priorities and rationing . organi~ation set up , presumably 
under llr, Henderson or somewhere where t he work would be conducted 
to their eatiat aotion, He oonli dere this problem ot the most vi tal 
i mportance in the control of pri ces and reele that i t i s very urgent , 
As there is to be a meet ing of the Detenee Oommiseion tomor row 
morning a~ 11 o ' olock, ){r, Ham had hoped to see you, along wi th iLl' . 
Ginsberg (Ur. Hender son' s l egal adviser i n the Def ense Commission) , 
sometime thie afternoon, if only tor ten minutes. He said he wae 
great ly i n need of your help, 

iLl'. Ham aa1d that iLl'. Henderaon ia in Florida and may be 
away t or a month or more, 
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:P.&JIAPIIJlAS or ur IQIW( RWlf&D 

J'ROKI Aaer1oan LegaUon, Bern, Sw1 berland 

D.'1'!: I J anu&1'7 28, 19U 1 10 a ••• 

110. I 16 

OOIIJ'IDEIITUL. 

Tbe following is sUbmitted ae or possible intereat 

in oonneotion with telegram or JanU&1'7 21, No. 1~ :rroa 

the Department. 

Tbe Bank tor International Settlement• hal retuead 

requeata b:r Japan, Sweden, Ruaan1a , and others, tor guarantee 

or their doll ar balanoea. 

Equal distr ibution between New York, London and 

Paris vas made or t he gold stook or the National Bank or 

Belgium. Paris gold had been removed to Dakar tor ear ... 

keeping, under the Bank or Franoe1 e oontrol, before German:r 

invaded Parie. • request vae recently made or the National , . 
itU Bank or Belg1ua b7 the German authcrit1ee that 1t 

inatruot the Bank ot Prance to tranerer the gold held at 

Dakar to BerU.n to be held b7 the Reichebank, assuranoee 

being given that the gold would be late and would be held 

tor the Bank ot Prance' • aooount. Tbia request waa retu11d 

by the Belgian Rational Bank. Therefore on Deoe•ber 19, 

1940, the German authoritiea isaued a daoree under vbioh 

the Geraan Oolllll1aar at the NaUonal Bank ot Belg1ua waa 

given power to take an:r aot1on on the Bank' • behalf Whioh 

woald 
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vollld be b1adiJIC tlri' .. laak 1t ~ Oei'Q.II all11;8J7 
I I 

author1 u.. 1D Belg1- llhollld oouhr11SD h11 order•• 
I 

The Lega1;1oa 1~el D01; haTe aQ1 eubeequea1; de1;a1le . 

JWIIUSOI. 0 

72 
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PAJ\APIUI.t.S OF fEI.JGBUf UOJ:IVED 

J'IIOil: Aaer1oan l:llbaee:r, (Pane) T1oi!T 

DA'l'E: Januar:r 28, 1941, :5 p.a . 

NO. I lltl 

73 v 

Reference 1e aade t o t elegraa of ~~Uftr7 18, 8 p .a. , 
No. 53 from the Department. 

Sino• s t rict orders were i eeued by Bouthillier that 

t he subJect of Belgian gold ie not to be diecueeed at all, 

it ie extremel,J' d1fficu1t to get an:r accurate inforaat1on 

about ita tranefer to t he German authorUiu. A high 

official in the Finance K1n1etr,r confirme, howeTer , that 

approx1aatel,J' 8 , 000,000,000 French trance of Bel81an gold 

were s ent to Dakar in the epr1ng of 1940. Rougbl:r two-

thirds of th1e amount still r emains 1n 1 depots in French 

West Africa•, aooording t o th1e official. Part of the 

remainder baa alread:r been del1Tered to the Oeraan authorities, 
and part 111 i n North .ltrioa awaiting del1vt1'1 to t hem. 

Th1e official aseerted that the French are emplo:r1ng 1 elow 

down• taotic s 1n del1Ter1ee of th.e gold, and the:r hope t h.e:r 
oan drag the matter out as long ae poea1ble. Reference, 

telegram of Januo.r.r ~· 10 p ._m. , no. 9 troa the Embau:r. 

An official of the Bank of Prance hae told the Eabau:r 
that the XlDi•tr:r of Finance hal written a l etter t o the Bank • 
in which it 11 etated that the B&Dk of Prance 1e rel11Ted of 
all reepone1b1lit:r in oonneot1on with surrendering the gold 
belonging to Belg1aa. Aooordiac to th1e eaae informant, tha 

French author1t1ee ha4 ~14 4owD a propoeal put forth b:r 

the 
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t be German autbor1t1ee that the gold be transported troa 

North Atrioa in German planes. 

LEAHY. 

EA1LW 
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TREASURY DEPA.Jllln Y cor~rmrrmAL 
~~~ 1 ,, ... , 

DAft Janua%'7 28, 1~1 
~~~ fu..t. ..J:;i:,-~ 
~~~ f(lD 

I am attaching to this 11emcrandum three 

exhibit• cover ing tbe activitiee ot !ho~~aa D. 

Oampbell ot Hard1n,Jiontanal 

(1) A short biograph)' taken troa ''fho ' • 
'fho in Aller1ca •, 

(2) A table prepared b7 llr. IN7 at our 
request auamarizing the data en 
llr. Campbell'• p~reonal income tax 
returns troll 193' to 1937. To thle 
table we han attached a short 
dlecuaaion ot the principal items 
therein. 

(3) A aUJIIIII&l'7 ot llr. Campbell ' • a ct1v1t1ea 
prepared b7 Govemor Black ct tbe 
l'arm Credl t AdJI1n1atrat1on at our 
requeet . 

Attachment. 
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CN.WBELL, Thomas Donald, agricultural engineer; 
born Grand Forks, N. D., F'eb. 19, 11!82; son ot 
Thomas and Almira Cathrine (Richards)Campbell ; 
A.B., University of North Dakota, 1903, U,E. , 1904, 
LL.D. , 1929; post-graduate study, Cornell University, 
1904-o5; D.E. , University ot Southern Celit ., 1929; 
married Bess McBride Bull, ot Grand Forks, N. D. , Oct. 
3, 1906; ch1ldren--Thooas D. (deceased), Eli~abeth 
Ann, Jean, Cathrine. Engaged in farming since 1S9S; 
president and chief engineer s i nce 1922 of Campbell 
Farming Corporat ion, operated 95,000 acres of land in 
Llontana and raising wheat and flax . Speci al investi­
gator of available farm lands on Indian reservations 
for U.s. Department ot the Interior, World War. 
Special adviser and consulting engineer for Russian 
Government , l929, to assist in forming pl ans covering 
operation of 10 mi llion acres in Russia. Uember, 
American Society of Mechanica l Engineers, ~~erican 
Society of Agricultural Engineers, Ameri can I nstitute 
of Consulting Engineers, American Associat i on of 
Engineers, Society ot American Mil . Engineers Delta 
Tau Delta, Republican. Presbyterian. Mason !shrine) . 
Clubs: Universi ty (Los Angeles); Twilight, Valley 
Hunt (pesadenal; Union League (Chicago); Racquet 
(Washington) . Author: Russia, Uarket or ~enace . 
Inventor of Campbell Grain Dryer; developer of Campbell 
windrow method of harvest i ng and threshing grain and 
furro~ damcer s on grain drills for conserving mois t ure. 
Home: Hardin, !!ontana, and Pasadena, Cal i fornia . 
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£.xh1b1t 2 1 srnrcn Y co ~rr r ~TIAl 
Mr. Campbell ' s principal eouroe ot i ncome in 

the years 1933-1937 - - the only years tor whiob 
income t ax returns are i mmediately available - ­
appears t o have ocme trom dividends received on 
etooks owned by hie wits , Moa t ot these dividends 
were derived trom an inve stment in the shares ot 
the Cream ot Wheat Corporation, the president ot 
whiob 1e Daniel Bull ot Minneapolis. {Mrs, Campbell's 
maiden name was Bess IJoBri de Bull) . Mr, Campbell ' s 
salary ot $3, 000 per year t rom the Campbel l Farming 
Corporati on appears to have been mainly tor the 
purpose ot coveri ng expenses personally incurred 
i n oonduoting the corporation' s busi ness. The 
corporation bas lost money tor ma.Df years and 
carries an accumulated deticit ot , 1,000,000 on 
ita books, 

Between 1933 and 1937 Mr, Campbell appears 
to have traded in grain oontraot a in his personal 
capacit y, but these transactions were not conducted 
at a proti t , In 1936 the Campbell Farming Corpora­
tion also appears to have traded i n grain contracts, 
but on pur obases ot $12~,000 t he corporation appears 
to have l ost $3, 000. 

Ur, .Campbell appears t o have made several 
investments i n oil and ranch properties, but these 
investments were written ott as losses, A partner­
shi p return tor an enterprise known as 1 Tbomas D. 
Campbell Ranches• was tiled in Wilmington, Delaware, 
in 1937, under the name ot •campbell- Raskob Partner­
ship• . Operations duri ng t hat year were conducted 
at a lose, 

The attached table ahows the details ot 
Ur, Campbell 's income t or the years 1933 to 1937 
as reported on hie income tax r eturns. For the 
year 1933 dividends amounting to $~5,000 on stocks 
owned by Mrs, Campbell are not included because 
separate income tax r eturns were tiled by the 
Campbell& in that year. Joint r eturns were tiled 
in 193~ and subsequently, however, to permit in­
vestment and other losses t o be deducted trom gross 
income . 
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srn;cn v co~.lFIDHJTIAL Tbomae D. CW.pbel1 and wire. 
Hardin. ¥onta.no., a.nd Paaadene, C. lit'. 

lDc>088: 
~ 

Salar1ea* ~ 2,775.14 
Intez.at, bank 4epol1ta,eto. 
C.p1\e.l gain or lo88 
D1Y14eD4a-
Ranta 
Net profit troll bueineu 
Inoo .. or loaa troa pert-

nerebip, eto. 
Ioooae troa t14uo1ar1ea 

'l.'otal. income 
DaduoUona: 

• 2,775 . 14 

Coatribut1o11a 
Iotareat paid 
T'alota 

• 
LoeMa (111A1D«,oU a; Wh .. t )ato. 
Bed dabta 
Other 4educ>t1ol1a authorized bJ 

law 

:504.98 
276 . 94 

14,:506.35 

'l.'otal deduct1ona 

Nat lnoo .. 

$1.5,090.2? 

t No.,. 

'l.'otal t.u Nona 

.ill!. 

• 6,840.88 

35,188.82 
66.50 

t42,096 . 20 

t 1 , 555.00 
2, 657.89 
1,415. 35 

1::1,288. 7'9 
2 , 200. 00 

2,::128.01 

$23,445.04 

$19,651.16 

• '165,62 

~ 

• 3,849.116 
6,CXI8.96 

40,76'1.'10 
23'1.03 

t5Q,993. 211 

$2, ?111.:50 
2 ,0154.9'1 
1 , 1110.::17 

14 ,608.44 
42?.:50 

$21,352 .liB 

$29, 1160, 6'1 

• 2,~.23 

~ 

• 339.48 
5,4116.116 

- 1,312.29 
40,091..:50 

155. 47 
236 . 95 

t44,965. 2? 

• 1,921.00 
3,914.911 
2,222.07 

2,889. 90 

4,724. :50 

$15,672.22 

$29,293.011 

• ::1,4.11,90 

~ 

• 1,:506. 49 
4 ,1116.41 

-1,165.64 
41,5'71 .42 

2'18. ?II 

-6, 784. 48 
1 , 1160.43 

t4].,11611.38 

• 2 , 222.50 
992.01 

1,961.4t 
511.!16 
150.00 

6119. 5::1 

• 6,596,61 

~.968.19 

• 4,72? ,911 

• 1933 aal.ary raoaind troa Standard 011 Co. or Callt. 19311-1937,11101. troa CUpball hrll1q Corp, 

•• DiT1daD4a troa c....., ot n.at Corp. - 1934 $32, 725. , 19311 $37,882.50, 1936 t37',282,50, 193'1 aot Uawd. 

Now: '!'he 19:!8 aD4 1939 Nturna are 1n field tor exaa11latlon b7 aacta. 

~ 
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Exblbit 3 
'IIlOioWI D. C.uiPBELL 

SW!!!W'T 

f)tgineert Graduate Montana Agricultural College; post-graduate Cornall. 

Opera tad for a time his father' s 4,000 acre farm near Hardin, Montana. 
In 1906, had chsr!Je of large farming interests of J . S. Torrance , West 
Co~ot financier . 

Requested by Food Adaini stration to do large scale farming to produce 
wheat. Formed llonte.na Farming Corporation, backed by J. P. Morgan, James 
Stil.lllan, Francia H. Sisson, Charles H. Sabin, and Charles D. Norton, all 
dircctora . 

!'ollowinc war bouj!llt out the corporation and fonoed tbe Campbell Farming 
Corporation . It omed and leased about 951000 acres, IIUCb of which waa 
Indian land. 

Said to hsve made mone:r first 8 years . 19)0 fir~t year to lose mone:r. 
Difficulties in getting financed . 

Strong tuPporter of Form Board. 

AAA put bottom under price of wheat; said to find financing easier since 
then . 

Strong supporter of present Administration and perticularly AAA. 

Long advocate of restriction of acreage. 

For llcNar:r-!!augen Bill; against d.ebenture plan; for maintaining tariffs . 

F...Uiar with Preeidants r.ilson, Harding, Coolidge, e.nd Hoover. 

John J . R&akob e business associate since 1928. 

No1r baa 7,000 acr es undar lease ill New lolexico - mos tly rented for posture . 

Advisor to ~asia ill its collective farming efforts . Friendly with Stalin. 
Early predicted Russia would not continue long ita origin.al collectivism 
programs. J;pperently his work was highly approved by Russi an Government. 

79 
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Thoet o p, Cwnpbell, of Rardin, Montana , i s probabl,y the best known 
ndvoc, ta of mechenized agriculture l1ho bas pracUced what he preaches . 
llic opera tions, ho·· ever, always heve been on a granu scale , such as 
t.lte 95,000 ' cr<>s of the Cllr!pbell Fa rming Corporat ion where ho uses 
• o em cc.c!tinery in a thoroughl,y organized way, reducing the cost of 
pl'<)(.uctlon per bushel m d ~r IWl?Ot:er . He is perbl:p3 e<tu.olly as •oU 
lcno1!!1 • • the expert hire<i by the Rus"ian Covern.aent to advise it in its 
ol'fort to farm etillions of ceres collectivel,y , 

r:r . Cnnpbell is u man of unbounded energy, bie;, 1mpotuous, &nd h&s the 
• b1l1 ty to talk •·ith am8~inG r•p1d1 t y . He bus hnd the ear Blld been the 
1nt11111lte of many Covornmont o!'ficicls and finrutciors . These include 
Pt·o~idents i.ilson , !larding, Cool Uge , snd Hoover and their Deportcent of 
Aericulture secretaries, Secre tary Franklin D. Lnno, Anare' Tardieu, the 
•;ontamt Congressional telogation, Senator Hatch, .<lex Legge, JI!Jlles c. 

tono , S'ccret:.e.rJ · .. e.Ue.ce , J . P . ltorgsn, J~es StU.lme.n, Francis H. Sisson, 
Ch:.r l• o H. Sebin, Charle s o. Norton, J . S . Torrence, md John F.llso<ob . 

l!r . Cl!llpbell, bom near Grand Forks, :lorth Dskota , nor: nc•rly 60 years 
of •:.e, i~ t.'le son of a Scottish farJ:~er . He m.tne .. ad the beglnnin;; of 
the mechani stion of Agriculture in the zrsi., cotmtry, his fetber intro­
<<uced tlte first steam plow and oteom t.>treshing machine in that section 
of the plnins . At 17 Mr . 0 runpbell took charge or the fe.W.ly• s 4, 000 OCI"OS , 
rncen'lhile continuing his e<iucntion ot the University of Nor·th Dakota, 
3 r:t1les !'rom his home . At thnt institution he received on A. ll . in 1903 
Ln<i in 1904 he obtained e degree in engineerinc. lie took o post-g:radu•te 
course •.t Cornell lJniveraillf t.>te follorlng yeer . He flU ..uricd in 1906 
to Boos !.leBride Bull . tt about that tice he becl!lle operator of ell of 
the properties o-.ned by J . s. Torrance, a i.est Co•st capitlllist . 

".Itt orld r.rr cstE:?ulted Caapbell into national prcainence. He i• seid 
to hnve come to . ashington to obtain " coCilliss ion in the J:)lglneering 
Corps , but Franklin D. Lane, then ~ocretary of Interior, Herbert l!oover, 
then r' ood Cor.ll:dcsioncr, and Andrtl Tllrdieu, who """ t.'to French 111gb Com­
mi:eionor to t.'le Unitod Stotoo , decided his services ~ould be oore 
vnlWlblo if he r aised !7heet. It wos f irs t propoaod thot t.lr . Campbell 
co to Algiers to do the job, but it -r.c.s finsll,y uecided it could be <lone 
ooro <.ulclcly in this country on Government land . After lln i .nspection 
trip l'lith Frank f.. , Thcckery, of the Oe!J" r tment of Agriculture , !Jr . Campbell 
c~o~e 125,000 ~cr~s on four Indian reservations 1n Uontana . 

:!oney for thi:: ECtivity we.a not i'orthcoeting from o.aahington, uul he is 
sUd to hl.ve convinced J . p. :-!organ, & .. i'•ter 2 hourc ' tcl.k, Ul.::t he should 
f inonce hie to the extent of f 2,000,000 . Tbe resul.t n s the fo=ation 
ot tho !:ontane Fannin{: Corporation . It ~as beckod by !!eners . ~organ, 
t tlllmen, Si sson, Sabin, !lorton and perlulp" others - <.1.1 mentioned r:ere 
on the bon.~ of directors . After the war, Mr . Campbell bought them out, 
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cben&ed lobe JI4JII8 of tho ~~ to the Cupbelll"&rlling Corporation, 
ro-loased 95 ,000 acr es fro11 the Government and let the other go. It is 
said loba t f or 8 7esrs he mede mone)' eDd thllt in 19.)0 he lost money for 
t he first time. 

In 1929, Jlr , Campbell was appointed special adviser and consulting 
engineer to the Russian Government, to assist in formulating plans cover­
ing lobo operation of 10,000,000 acres in Russia. lle made several trips 
to that countr)' and is reported to have luld much to do with lobe organiza­
Hon of the efforts put forth to farm lorge sreae collectively, advis­
ine in lobe training of the personnel to operate the machinery and the 
plans for growing end harvesting e vas t area of land. The Russian 
Covernaent reputedl)' thought vecy well of Jlr, Cempbell1 s efforts, and 
i t used bill in its propaganda to put over ite first 5-)'ear plen . It 
is a.Ud he wae offered 1 ,000,000 acres for hie own use and profit 1f 
he could consent to s te.r in Russia end peraonall)' operate the f&rll as 
a sort of d.-.stration as to how it should be done. He apparent!)' was 
V&r)' cloae to Stalin and discussed with b1m at length hia plans for 
collective Mcbanical f&rlling. B)' 19Jl, a 1a aaid thllt the Soviet State 
farms hAd grown to a.llllost 1$-iiiUicn ocruumd tho 1ndi vidual peasant farmer 
bt.d been replaced on some 42,000,000 acres b)' •collectives.• Mr. Cacpbell 
is reported sa hAving brought to the United States millions of dollars 
of orders for farm machinery. His writings reflect a good deal of faith 
1n lobo Soviet Government, and in 1931, concerning the situation that 
obtained at toot time, be said: 

11I don't advocate r ecognition or Russia b)' the government . 
I advocate trade with Russia. It' s too big to be ignored . 
If ;rou1re afraid of ColliJ:IUili.sm, well , I'll tell )'OU this: I 
don't think Comcunism will l ast twelve )'ears longer . Tb87 
are cbang:l~g alread)'. General education will prove the end 
of Comunia, I think . iib)', there are alresd7 more diatinc­
tions of clsas uong the Comcuniste in Ruaaia than there ere 
among us de!OQcrats in the united States. llben I go to Mas~" 
I joke with thAll about that. I tell thea thllt I ""' a f &rl:ier 
end that when I visit New York I eat wilob barUcera . 'l'b.e)' don't 
understand thllt. A Russian f armer froo the sticks would have 
" hell of a time tcying to b"t in to aoe an official of one of 
tho state b&nAs in !Joscow. I told thell thllt " ben I wes over 
there, and the)' admitted it. • 

l!r . Campbell apparent!)' y;as on vecy intimate tams with Federal i8l"'ll Board 
officials, and excerpts from correspondence and newspaper clippiogs attecb&d 
hereto reflect his thoughts on a number of policies. They will also show 
that Mr. Campbell luis frequent!)' been in print as an advocate of tho AM 
and the limi tetion of acreage . 
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Lewie Sw1f't 1a ea1d to be II!JOllB those IIIlo beokecl Kr. Campbell in 
the 20'8· 

Alter tbe ·~r<ae Court deoi8ion• llr. C~~~pbeU ie lla1d to baft been 
1'81'7 ~te with llr. llellaoe. Caapbell baa elwqe been olo8e to 
the IIOtttena CougreeeiOllel deleption, 1a triendlJ' with s-tor Hatoh, 
olo8e to Saoatore 0 'Connor and llurr&T. Probe.b}J' not nearJ.T eo 
friendly with Saoator llbeeler. 

John J . RasltDb 8ll4 t.tr . O~~~QPbell epparent.J.T bed been 1n buetnese to­
sether 1n one '119:/ or another ainoe 1 9@8; they tosether are &'U()poeed 
to own the Oant>bell l'arma 1n Montana with Hardin e.e headquartere. 
In 1937, Re.eltDb and 08111pbell were reported as pleminB to deftlop 
& 286,000-&0re tr&et wh1oh tbey had acquired on the Rio Gnmde 
between IA Jo18 &Dd Belen &t & oost of lell8 than $1 per &ere, 
1108tl7 tsz sale land. Jlr . Dndd, howeftr, s11111 llr. Campbell 
recently told h.llll th&t he lllld R&sltDb owned or controlled ebont 
7 ,000 &Ores. It 18 not yet well etooked bnt ntor holes h&w been 
dneloped. Part of the ~ 1a now be1ns rented tor paatnre. lloet 
ot the land 1a tax-title or dietreee land. 
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At one U.. or anotber in the last s everal ;roars it appears that 11r. 
cupbell baa bad dltfieulty in financing hia operations and the wheat 
market haa not alw&JS been in his favor. Since the AJ.A put a bottota 
under the wheat market, it is believed that llr. Cupbell finds it 11111ch 
easier to f inance himself • It is &aid that 111\lch of his financing ia 
being done by a bank in Chicago, although this baa not been checked. 

It ia said that at one time he was delinquent on the IIIIIOUilt due the 
oepartolont of Interior on Indian land rented from it. The BUill given 
. .. $60,000. 

11r. Cupbell eeeu to have the ability to handle hia halp w1 thout trouble, 
and he 1a reported to pe;y good wagaa . 
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A lat ter from Henry J. ond Charles Aa1r0n, Chicago lowyero , to Stanle;r 
Reed, ueneral eo\llUlel of the Fedaral t arm Board, inquires about the amount 
of the Goverru::ent• s lien on crops produced b;r the Gompbell Panas on land 
leooecl from the Government, being en effort to ucertein if there would 
be en:r e'lllit;r in the wheat !or other creditors . The inquir;r said: wr.e 
represent several benks who have a substantial cl&1.ta against the Calopbell 
fanling Corporation end Thomas D. Campbell individ~, in the aggregate 
rur.ount of $100,000, and r.e hllve received information that a sbipment of 
•bout 150 ears of wheat was made from the farm of the CliJ!Ipball Farming 
Corporation with the bill of lading 1n the name of J.tr . Hyde (secretary) , 
consigned to the Government at Minneapolis.• 
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ftlopa D, Cypbtll - Exce·rots 

•I think the Federal Farm Board, Wlder the leadership of 11r. Legge, 
will contribute more towards tho sol ution of the farm problem than 
has been done for ~ :years , although I .feel that 75 percent of our 
farm proble.,. could have been solved e t ~ time durin& the last 7 
years with our present an.• 
Ur. Cupbell was ver;y friencll,y w1 th Alex Legge end frequentl,y tele­
crapbod or wrote him his ideas concern.in& actions that the Boord should 
take . 

lolr . Campbell woe also ver;y friendly dtb Julius Barnes , end felt that 
tho f..,...r did net Wlderetend b.iJD. 

l.lthougb llr. Campbell was friencll,y with the Board end ita activitiee in 
general, be was more or leee a public critic of i t . For instance, in 
a full-page article in the Now York T1cea for october 19, 1930, he said• 
"It has not been able to .fulfill the expectations of its supporters and 
friends.• During thet :year when there waa a short corn crop, he advocated 
using wheat as a suppleuntal feed. 

Frequentl,y in hie talks and writingo he urged a better Wldarstendin& 
between the tamer and tho bueinessman, The burden of ~ of hi.s speeches 
is to the effect that business is not Wlfriandl;y to agriculture . 

He applauded the action ot' the Federal Farm Board and tile Secretary of 
A&ri.culture in regulating the grain futures carket, and, Judging from 
telegraca sent to the Board, be personally wea interested in seeing 
bigler prices for whea t. · 

Ho told Alex Legge that he should get tire right men to head the $20,000,000 
Crain lo!arketing Corporation tu1d that be should be authorized to pe;y some­
bod;y $100,000 a :year in ealar;y, it' necessar;y. 

'Thsre sre but two t;ypes of successful farming in the United States toda7: 
nacely, the small farm on which the fan10r and hie !aail¥ do all the 1rork 
and there ie no pe;yroll; and the large farm operated on en industrial 
basis with economical Wlite, skilled workmen, high ..-agee , and scientific 
business management. • 
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''Less than 20 percent of our population will be on forma in another 20 :yesrs. • 

At t1ces the F&rl:l Board apparantl,y urged 11r. Cupbell to give publieit)" 
to certain of hie ideas perteining to the markets . 

Mr . Campbell wos pleased to eee Jame s c. Stone appointed to succeed 
Mr. Legge. 
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11r. Campbell advocated in print end to Ill-. Lees• and Secretaey Hyde 
that regulations of boards of trade should be changed eo that short 
sellers would be roq~ed to deliver merchantable or a m1lling quality 
of grain on future contract, or else be penalized the same we;r the 
forcer is tor failure to do so. He said, "All daily elevator cards 
ere baoed on the price of the nearest future, which is elw"3'ff 10 cents 
to JO cents lese than the cash prico. In other worde, the farmer sells 
on 8 future and delivers on a cash basis . This oleo can be corrected 
with our present laws and regulations.• 

on Augu&t 28, 1930, llr. Campbell wrote to llr . Legge, •All the farcer 
needs to be proepUoua is to be given the sue advantage of the tariff 
which industry enjoys and which labor enjoyed throua:h restricted 4mi­
p-at1on. It io evident that the farmer IIWSt reduce his production in 
order to cet advantage of our tariff, but such reduction will be of no 
w:e it n still pemit a rebata of 40 centa a bushel on Canadiell wheat 
aUled in bond. On the other hand, there is no reason why the fart!8r 
should not have tariff protection on our domestic consumption end sell 
his surplus 11t ~ price - the same as other industries do.• 

In his public writings IJr. Campbell frequently advocated a flexible 
t.ri.ff . 

He was a frequent 8dvocate of placing a tax on foreign Governmats 1 

activities in hedging grain in this country. At one time or onother 
be diecueaed the subject with President Coolidge, Secretaey Jardine 
and President Hoover. This subject was broua:ht to the front 'Oihen Russia 
was ohort selling large quantities of wheat on the Chicago market, 

llr . Campbell waa one of the early advocates ot llcNary-l!augenisn. In 
1928, he advocated development of waterwqa, suggesting shiPII&llt of 
grain from tho Northwest to !lew Orleano for distribution East or r.est -
East to fllrope, or r.ost through tho Panaca Canal. 

He said agriculture should be represented em ell national boards, 
especially farm loan banka, intermediate credit bW4, and interstate 
commerce commissions . "Industry, which representa one-third of our 
total nUwe;r tonnage, surely bas a ria:ht to representation, but he 
must not be a farmer who fails to apprecia te service.• 

In Auguot 1929, ru-. Campbell 17X'Clto Mr. Legge urging the Board to hold 
wheat off tho market and directed him to look for storage facUlties. 
He indicated that the borrowers controlled tho storage facilities and 
advocated the establishment of a cooperative marketing organization to 
be nurtured by the Federal Farm Board. The Board apparent.l,y believed 
there was plenty of public warehouse space. In a oucceeding letter 
llr. ea.pboll eqao •I have supported tbe A~stration. I have been 
friendl;r to the Board of Trade, I favor big buaineaa end I know that 
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I b&ve oolrtrlbuted -etbi.nB towarda the eleotlon ot the Republloen 
pert7 laSt tell . llo PertT, however , oen fieerantl¥ violate ita prom.iaes 
to tho people md oompletel.Y 1SDOre a e1 tuation when it he.8 the authority 
end the reaouroee to aot . • 

On AuguDt ? , 1929, Mr. Campbell, writing to Ohelnnen Leese, said• •Well 
1ntomed men, 1noludill8 suoh e:rperts as Mr. Outten, teol positive wneat 
will go to $2 in Ohloego bet' ore Ohriatmu, Nevertheless , IllY bMkere 
sold 16 oare of the finest wheat ever elllpped into Minneapolis durill8 the 
pen1o yeeterda1 at a prioe t o net us $1, 02 . 'l'hia ls the e:rperienoe ot 
85 peroelrt ot all farmers 1n the Un1 t ed States, and 18 en 1ntolerallly 
reprehenal ble eondi tlon , as some provis ion .mere by the farmers oould 
hol d tnelr sra1n would eliminate i t.• 

A letter trOCII Mr. Cempbell to Prasidelrt Hoover 1n Jwe 1928 oongratnlated 
li!JII on tho appo1ntmelrt of llr. Lesse. He elao eaid1 ' Your a ttituie on the 
!'nrm Bill tre111 the beginning has been in atriot aooordenoe with your pre­
vious a tat-a , and avery tamar should be gratetul for the faot that 
you bad the s t rell8th and ooUI'e(!e to oppose the debenture plen. • 

In 1932, Mr , Oemphell advocated invokill8 the fiexlble provision of the 
tarH't aot to ra.!.sa the duty on Jute end sieal ao as to inorease the 
domestio prioe and stimulate the use of ootton 11.11 a substitute. 

In a el.gned article in the ll'ash1"8t8n Star in 1933, Mr . C81J1)bell advooated 
fixed prioes tor grain and other r81f produote , provided they were fixed 
hlgh enoush to enable the average producer to melee a profit . He advocated 
the use ot the processing tax to adjust the prioe on domestic egrioulturel 
produote to a hiaber level then euoh produota would oo1111181>d abroad. He 
pred1oted the new Agrtonlturel A<I,Jua1111ent Aot woul4 do more tor egrionlture 
then any other legislation. 

Clippings indio ate that 11r. C81J1lbell frequently backed q> 1n print t be 
aotivitlea of the UJ., Por meny yaara prior to 1933, be advocated acraege 
reduotion. At one time he be.rV&Sted as m&ll' as .\,$, 000 acres of wheat, end 
mder the AAA allotment it was 22 ,500 aores . 'l'be heavy out '11168 aq>posed t o 
be 08llllled tor the reason that tbe e.oreage ello'tment was based on e.oreage 
tor 3 yea.ra preoeedill8 the 1ntroduotion ot the prooesaing tax - years 1n 
\'lhioh he •publ io epiritedl:;• and •volunt arily' out hie own aoreage so be 
could be praotioing wha.t be preaobed. 

Ne•npepere in several 1nstenoes tried to make it appear that llr . Campbell 
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bad benefited unduly from tba UA AOt, beoause he leesed e. l arge eoreage 
ot whee.t land !rom the Inc! lens, p9.¥lng them tran 75 oents to $1. 50 per e.ore 
althousb be oolleoted a large ~ent. ur. N. B. Dodd, ll'eatern Administrator 
ot the AAA, t eals that the figures quoted are ine.oourat e and do not reneot 
the s itue.tion. In otber word.s , Mr . Campbell I.e sa14 not to bave gotten BllT 
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undue ad• antace as tbe result of his l ... in& of Indian land. In .April 
1936, Secr et.uT Icicles pointed t.o llr. Cupbe.U as a oharecropper Wbo 
paid the IndJ.e,na onl,y 15 percent of ha earnince on their land. 

It is said that J,tr. Campbell advocated a small pa;y~~~~nt t.o the ellllll fa.naer, 
perbape ae provided in the AAA, but uint.ained that acreage allot..oent ia 
f'wldamental 1n oey plan for bandllng the 'llheat situation. 
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\7r1t1ng in 'lbe llapaine of Business in June 1928, Jlr. Ca.rapbell se.id1 

•The relationship of government to farming is ver,y important. 
11an1 plans and slligestions have been offered to Congress, 
man, idees proposed, ell of which have been rejected, much 
to the dieappointment of the ft.n~er. He !eels that ell other 
induatriea, as well as labor, have been rather well provided 
tor by our tariff and restricted l..migration. Benld.ng and 
financial interests have been well stabilized through our 
Feder al Reserve System, created by tbe Federal Reserve Act, 
and by the McFadden B&nking Act. !he neeeoaitr or a fair 
return for tranaportetion has been reeoiQized by the tr"""­
portation .o.ct of 1920 which works through the Illtaretate 
co ... rce Coaiaaion. Iildustry baa been well aeteggarded by 
our unprecedented tariff, and labor anjore II8%IT ad'f811tapa 
throush restricted 1mmigration. Public ut1Ut7 corporations 
are ellowed a fair return on their inveataent.• 

***** 
•It the tariff is lowered, tha manufacturer and the laborer will 
surter. If railw~ rates be lowered, wages will be reduced and 
service impaired. If the Federal Reserve S:ratetn and the McFadden 
Banking Act be repealed, credit will sutter and panic will stare 
ua 1n the face . Business confidence will disappear and industrial 
depreuion will follow. If cooperative marketing is advocated or 
gover~~.~~~ent control and price-fi.xing Blliieated, all co..l.aaion 
aerehanta end citT organizations will loudl;r proteat end tbe cry 
or special privilege will be raised. It tha tanoers endeavor to 
help thaaaelves, or deaand the aaae adYentapa as other industry 
enJor• 1 their etforte are - 1n certain quarter•, at leaet - decried 
as aocialiaa, unsound petarnaliaa, or radiealiaa. 

"All or U..ae questions ere debatable and I u not advocating or 
dan;rinc th... It does see~~~, however 1 that aeYeral things can ba 
aoco•pliehed with our present len and regulations which will eolYe 
lll8Q7 or the farlller>s probleae without the Deed for 8D7 DIW legisla­
tion or the appropriation of larce tunda troa the national tr888UI7. 

"lie have feraed tor Ull;Y :rears and know that the followine Slli&e•­
tione will grea~ relieve the present condition. 

"Give the farmer the &&llle protection tllrcNF our tariff as other 
indua tries enj 01, and the ad'f811 tacos which labor baa through 
restricted JJ.igration. I feel tbaf. it would ba a aerioua aiatab 
to reduce our taritt on ...urutactured goecla or to reduce ngae, but 
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it ie onl7 fair, aa lcmg aa tbe fanoe.r pqe bie ahara of th1e 
induetriel an4 labor protection, tbet our nenbla teritf be 
adjusted to give b1a s1m1lar adnntege on bia producte . 

•ror i nstanceo lie have a tariff of 42 cente a bushel on wheat -
certainlJ' bigh enough for IIJI10D8 - but 1110at wheat :IJoported is 
llilled in bond and 40 cents a bushel ia rabeted. That i s one 
reason •llr inland nour m1lls have eo wch ditficul t7 in succeed­
ing in making mone7. 

•Eeonolllieta, free traders , manufacturers, and bankers interested 
in tbeae aUla, all eq that this grain would all go to Europe 
froa Canadian aU.ls 1t we did not grind it, an4 aa a result a 
reduction in rebate would lllllke no difference. "lbie would be true 
1t we produced enough hard spring wheat, bi&b in protein, sWl.ar 
to what we :IJoport from Canada; but we do not. A reduction of tb1a 
rebate would haYe the effect of increasing tbe prices ot our Derlt 
Hard Nothern spring wheat. And it 1a tha first lew ot 118rehand1e-
1ng that 1t the better goods ere increased in price, the other 
gredee will increase accordingl;r or in proper proportion. • 

• 
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Jb", Campbell 51.1" of himsel!' in 11ho1a llho for 1940• 

"* * * uem. Am· Soc . M.E., Am. Soc . Agrl. Engrs., Am. Assn. 
f)lgre ., Soc. Am· 1111. f)lgrs. , Am. Inet. of Coneulting Engrs . , 
Delta Tau Delta. Republican. Presbyn . Mason (Shrine). 
Clubll university (Los Angeles); 'l.'W1l1ght, Vall87 H1mt 
(P.asadena); Union League (Chicago); Racquet (Washington) . 
Author• Russia, Market or Menace . Invantor of Campbell Grain 
Dryer; developer of Campbell windrow ••tbod of harvesting and 
threshing grain and fUrrow dammers on grain drills for eon­
serving moiature . R0111e : Bardin, llont., and Pasadena, Calif . • 

'libo' s libo f requently reprints s tateaenta :reu after ;rear without 
referr ing thea to the people involYed. 'l.'hia report lists Ur . C&:~pbell 
eo a Ropublicen. People who are very close to h1a oa,:r be bas supported 
the present Adainistration eonaistantl;r since 19)). 
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The American Farm Problem 
The Present Unsatisfactory Economic Status of the American Farmer, and How It May Be­
Improved Through Tariff Adjustments, the Development of Inland Waterways, Better Crain 

Grading, and the Application of Engineering and Industrial Methods to Agriculture 
BT TttO~tA.~ 0 . CAMPBELL.• f.lAROIN, MO!oo'T. 
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'"""' ttw. h ...... --. ~- ths.t M'~ thllll!f 
l'lUI l'..- IW"Nfttpl-.~lwtt' tiW' JlfM'III la.-. a.nd ~~--wi*h 
Y!ll .... ,... lll&ll\ ' etf thf. ~' loNl•ilmY • •thiiKI' an' ~lloo 

"' "'""~·ronat""' •tl ._,... ft~t~tl.- (rum tht MtkmAJ treuun' 
\\f' ~\'l' fa.rnwd IIW ..... ~,.\ }"ftJliiWd kl~ tM.t tb.o r:.it.owi~ 

llll ........ ho!lll •ill c,...ly f1'IM'\'f' ttw 1""-'nl tootl&lioft. 

, ... ._ T"1urr -' 'H> 1.:\lk'lll 

t iu "f< !Itt farntt'f thr~n•t' l>r.~lt"C:Uoo th"'Jt•~th ow- t.a.rift u c.tllt r 
l"'lt~riH •·nJt'), a111l IIIII' atlva.ma~ whk'h lAbor 11&1 tlvo-.J1 
n'lllnrtl'tilnull~'-llutJ, l fffl that it vrouW t~tt a emoo. ~h 
h J M:hM"'' ._., lN'11f t* II\IUI\IfM"IUI'f'CIIf'OOdt or t O ~ the ..... 
lflnf'ti(oftf<C. imml.,-.tklft, but il ._ ooly fait. u koQ~M tbt larmtt 
,...,.. hi• llha"' tol th.J indUIIlr\al and .. ._ pt(IC<f!d.Mia thai .. .ul. l.anft' be adJWIIflll l et o\'\! iua llirDI'Iar adn.ll~ Gel: 
.~ .. 

'
""'hr-...... ""'._,~ • \WJf (I U ta\a • boubel 011 what ­...,....,.loclo _,_..,...-boo--· .......... 
.... .,.,... .... tGftMf""' ~ ~ • ._, ... ..__.........,...tb&Wn· 
..... , ...... _'* • .,.... ........ tW.paia ........ :,~ 

- 1- Cooo<tiu ..nlo ~ .. 61 oo< pjool I~ ..... .. , 
_.,. ........... iD .-.. - - .. dil-. ,... 
• .....i be .... u .. .-t-1 mo"Cl>- aprUtc - ........ 
proeti• t~.Uiat 10 ......,~, wt Unport from c..a.d.t., bot we do.._ 
A l"t(~tion o1 tbitl rebate woWd inmue the price fll our Out 
Jl•"l North"" 8prin1•b8&, and it.'-the firlt.lawol mtrtlwa4 
In• that if the betlet pK)IIare lnereued in price, the olher .,.._ 
.m hW"Iftlll aeeordfn&lf or ta proper proportioa. 

About. twtnlf·lh~ years J.CO• when the &aad&rd Oi1 Com11UJ 
fit'liL i.qtn tetlin« ket(lttnt to the Chlaeee in 6V&-p)loa til'l t'&l'la, 

J1 ult'l.l to t!llp ttnplale tnto dUe oount.r,y lor d~e manufaeturt Clf 

tl'"' ail:ll by t1~e boatload. The calli were manufaetUJtcl, 
61lf!d 'ttl'ith kff'(lltiMI, and tbfppod to China duty fmc, .. the 

..,.ur,.,.,. ... ,.,.delotroooic Tbo.....,u.J~.,..] 
eoouch orpniled and ali"'OI toOU&h 1.0 pnweat. tlUa. h i1 1101. 

ah«<tthtr a pan.llcl ~to milllfll wbrat in boDd. but thtte It 
t"Maialy .-e a.M1oQ. 

We N Y"t a duttol f.!«ftt.a Nbelon 8ueeed.. but --. 
,..,...,. f11 ~oil..- tiYo- U. t:ew Y<rl. aloip ,_ e1 
~ to £uropt. wbtrt t\ ;. .oW fer 61"0 doUart: a CO. ar. t1.a 
'' ..,u brill« ia tW. f!OUtrJ, a.od by to doins lhty P ' • rtt..v 
tq\ll ftltot lO 15 '"" pet bulbtl - tbe imported ~ 
tu.kinc: tbt W.ylNl u (ftl\.1 pet bulbtl.. aod at t.be--­
dtpnvfoc the A~ (atdeman ol tbt uae d thll ~-, • 

col<• . 
TOILiaru.l toni ol ~.,.imported into t twl ewatry ,_,.,. 

trum Out. !Of tht manulaeturt- of induwia.l aleobol. TW. • 
• by-pnMhtet or their raw tup.r. CUba il DOt atl i:nctlliiNI 
«Mltllry,and thl•by•produeU• purchMtKJ 'tf!IY ebeaply. ltl'OIIIM 
int)f'ILCiitally d11ty fret •nd takN from Out corn fU1'r.let" • nw\et 
"'hif'h he t••cd to l1ave tor b~e IQW..grade corn, mimaU!d by--. 
~tutlworfhN 11.11 fllulvaltnt to 100,000,000 b\l&hela. Aa • Mt 
I hit 1'1001' t•Onl drlftl IO l~nJnaJ tn~~orketa. aod bcaUIJC it. eu lot 
tkliwfl'd on future conltacta ·~ a ~ble diecount it ktt,. 
tiW! prit"t dowtt oo 2,000,000,000 bulbt:1a of c:om. Tbie cooditioe 
n n bt rhAI\Af'd with our prtf!tftt la'n and l"fCUlationl. 

S'o •lllfl -. .. k• harder tb.a the daUy fArmer. Be ·~ 
lui )'N.r for t lwt mtlre OU1JI'It •bout $00 par oow, wbi~b i~ 
the rot~~ Gl the roow'• fft'd, hi• a.bor, aad tbe ale of the proclwt. 
\ 'M ...., imported fe:.r the t.-ti\'e moolhl mdin& ~. If», 
17,cm.ro3 ~ ol C'betw. f'/• millioa p8ool ol <*& 

1.1100,000 - f11 ..Oik, OJXXI,OOO ~ fll _........ ... 
aad ~ poulld.t ol butW:r. It il mJr ftiCtlltl.J tlat ft W 
u r chnr oa lllillc Mel millt produr..._ aod there a.~ lit&at.-
0111 mil\ , bllt •hm -.auf•.ttuml i:Juo butter che dutyit12.st 
Pf'l' pcMIIIcl ~ttdon for tbt maoulaetW't!f but. DaM I« &1tf 

"""'""" Ttw l ' .UtttJ State-1m~ for the 'fMZ ~ditll June a tfli, 
0\'l!f IWO .~ ont-half biUtOD doila.r'l wwt.h of a,grieutunl ... 
forHt produe•a. ODt billion of wb.ic:b can be prod\~Ctd ln ourOd 
rounuy, 1111rh u to)' ~M. qp, tn~lk, hides. buckwheat, riet. 
tobt.eco, llall, eu. TtliC ta.ritr lthoofd be inereaeed on thtee "* 
ttf1.tll0 that •'t ('()Uid aft'OI'd to nU.ee them. ReoentJy tbedutJto 
tuL iron -.•ul llltUt hlral •leel wu raiecd 60 per c:ent beetUIII' 
lin lt~ fall fron and tltttl.,.... eorni.ng £o frOm &lt;:iwn aDdO!f­
many. 

RAIL" A.\' JlATU AXD w.T& .. W'ATt TBANI'of'OaTATIO!f 

A d*'-'oa ollhe r.,. problem would DOt be CQIIII.oltte .,., 
out aome m~ 10 \l'aNpciN~ .. it ill auch • tJq: t~ 
•11 "'-' btuiDea Olan1111 t.M period o1 reoea&. low prieel J PI" ;, ~ .... .....wr _ ...... "' u.. .,.. ...... price"'~ 
.,..,.. froa WOGV... to ...,_, lor the ~- c.ooiU- liit 
.. .... ..........,. .. .-u ..... au. ............... -.,.... - .......... wi~.-.-~ol .... .., - ,... - .. - ... uo~-.-.. .......... by_....., ... 

Regraded Unclassified



MECHANICAL ll.'iOL'I&EIUNO 
1t7 

wrJ ..., colt.. I do oot t ... or • reci\IIC\ioo ol ran .. , '"'* u 
tlle i~.tm of ern'kll 6t a ,_._part olthl CIOIL. and in ordtr to p:t. 
thW ltfV(ec1 ntfll mult be in ~!'dance. There tao be, bow­
, .., u ~Uitltleft\ ol rate. wa\bou\ afty ,.Ut.ut red~~et£on 
to the ~doo CIOID,.m.. For iMtaact:, uuo ooe llDOWt 
,.._, the~' ol a car ol ea-tU. two ~ .0. to 
..,.tt\ ................ aDd ~ .. \bu Lbat ol. cw ol 
...t.t abd &he nl~~t at P"'f!!WGl J)riolt 5I e .. t&a:a u mudL 
suu i; ~ twiot ., mucb to &et • c:w of wbe.t to market u it 
tioet • • or Uv~k. 

ft&Jlny companltll have ...... .,.. btto friendly to acrk:ultUtt. 
It W to tbftr bell in~Meft to be to. Ou:r tra~ (.OU­
lirt.,.. aow ~ aad will ooaUilue \o be. The. OM cr-t 
,.., f,_ tbil OOOI*"icn witlaouL ~tioa, apiMI. U,V 
raU•-.1 be wall be '-ht dewelopcutDt ol our fftl&od wa\omlraya. 
All his railway I.)'Jttllll Ia the Uftfted StAte. either oro. lbt 
MIIIUiippi &od Mi.ouri or r8Ch thc!m. Crain and other oom­
modJUee from the Northwl')ll. ean be delrvered at New Or!u.n• 
tOf di•tnbutioo eNt or n~t-ftlt to Europe or wM&. lhtouah 
tllle Pul6lla c.-1. 8ue:b a.a im.~t would a t Lbt _.. 
l~ tolte to a .,_, «s~l OW' lood Pftlbkaa. aad tbt • tiN 
~onhWM woWd poolt b7 n.. Orala it~ ia c..-d& 
tor •ppror:imAtely ~what. il ooM.t \be fara:~« iD t.be U.Ut.ed 
StalM for tbe ame dii!An.oe.. Sometime. you bear t be n!tliArk 
tha~ the ra.ilnye In Canada. are covernment.-owned and that 
11 why it ia pollllible:, but tbe Oaoadlu P.ei&o ia DOl covem.­
llltQ\.ocl..-oed. It ""DIPQtl.t tbe IJl:&\eK buUc ot c..o..ct.u wbea'­
MCI ita e&m.~r!ll aN ~ 10 Lliloet ol AQ-J' ..0-.y ia tbe 
l'lliwcl &.w.. 

BoAUt or Tuo~: uo OutN Ouomo 
Many farmena art of the opiaJon that bo&rda or Lrado art 

unh~Ddly towaf'd them and try 10 del)ftM tbe price. Thi• 1.1 '* •· bu1. \here aN of COW"'t mt:mbtrl ol bo.nle ol \l"ade who 
IMitui&rturs a tiai.bed product from &ht raw (arm prod~ atad 
• ..,. ...,. .. ......,. boo1 - _.,. .. -ro .. ...., 
Nl &ftC! CIIJl'PI* &t~JJ' aecwat.ioe wbtcb wiD iDCI'fiNe the priee. 
'They ""'• boq""'' a '""'Y emalJ perotnc.act of the membetlhfp. 

The e.c.blilhed l'&t41 (Or •ll.iQc p in on tbe boardl of trade 
I• 'W>' low, about I ' / • oent.l per buebel, and i.e tbc cbea• pe.rt. 
In a f&~mer'a opentfOM.. Mc:.t. eommWoo ho~J~N wiJI pt 101' 
the lt:Oet i:o better cradoa. ~ beuer mukt~ ud 
Wet«""'* .... «~ual to ......... "-u.. .nillc COliC. 
~all ...... ,..,...._ by 6 .......... _.,......, 

ttn~~all&l eitv.ton. aad malkn g ' 'bedpd." nu. tDl!&ftll tb.\ 
• buabel ie eold aborl on lhe mukc.i.lor tvt!f)' buebol pw'(lbaled. 
IIAnkt re requ.ire tbi1 in order to keep tbo &OOQunt. b&Jan(le(l. A 
~rt (Jf lbia ~~~~ ll done duriac the Lime the farmer iiDWittt-­
l ...... craio, udol~«o wbeolhe_....l<><ioeolliDc....,.· Tbo 
f&I'Wf • ~ .... 10 we ba"' ~ the ... ol row 
..... ol P'&iD tor t'1W7 ow podUCifd. DOt i!llth1Wftl ipfeO­
~-.r A-~- ol a...da'om>pio ...,.......S ioOonoda. 
:-''~ ~ Eoclud and Europt, and IOid •hQrt in the Unit.C'lcl 
, l• lH, There it no duty oo ebon. Mlf!ll and ••e have to abtc>tb 
all .of chit European hedcftiC prt'IIIUl'l ~ ,_,. without any 
tlu17 Pl'Ot«tioa. Thill .. a .ubjtct. wbift ia worthy ol eoo­
~.._..lhoup~ 
n. Go:a , ~ ~ .,.._ ~U.C * 

...,_ .......... ...,...- ...... pomliwd ...... ,. 
11ttdet hnf"C' mort 'f'aJue. To Utult.rate: AU t«minaa bu~ 
lo lhe Sortbwm trade in four padt!t-<n.mtly, choiOt, extra 
t>ho'~· fa.oey, e-:ctra faney-hi&ber lban Ouk Non.bem 8prir.~1. 
::hie~ ~'ado -oed by \he o....,....., o1 Acrieuhwo 

the hlol-t ~'ado whieh - be pot OD • - lkb<. ~ ri:: "'** .,..,., .. ..rue fro. ... co thirty fftt.l .... 
Nor\ben 8iprtbc. TWa • ._ a to. to all f.,... 

ill the 'Prina .... t-.~.,.. eeclJMt.ecl a t. ao a...,. of 16 Cllat.l a 
buabe.l if they teiJ io Jea tban tv foter, ud IIIOil wblat fa IOid fn 
leM tbu tv loti. 1'he lam'lft wiU take a etortp t.kktl for bit 
wheat.. h may be utn faocy. Tbl tkb1. bylaw fiUl80t t-.d 
bet ... o- Detk N......., ~ n. .. ., doy, - ..-, 
or Den IDODLIII lbel&nDer wllllue whea1. aad ,._\1 W. dda., 
Be io pold \he owd prieo IO< Dett Nanhlno ~ wbi1t bio 
wbea\. mt.y be • 01\b ~ oeotl men. TU cu. be eMQ&'ed ,..., 
euily and lhoold be cleo&, 11 the ua of hicht'r padet fa only a 
eubterluat to b1.1y cheaper. 

Some attenUoo abould be J*d to lbe rtptatlon &.owll.ll 
e~ .. wbich apply to p.in whk:h C&O be dtUvertcl oo fl.ltw. ~ 
- .. .... ,., ... prieo-.... dailyprieo..,., ....... 
... !he .......... ., all poioa. ,. tpOdioa ol craio .-will co•Joor wa:,........, aolrinc the opi_.......,.. ,...,.,.. 

PA.AM R&taCI'I HT.TlOM 

A&rieuhure ehoukl be npr~~mted on aU oatlonaJ bo.tdlt, 
-iaUy ,.,. ........... ,._ .. mdit .......... 
iDt.tnta~ f!iOIIUDiftlt comm• • AD ........,. wblrb ,... 
am.t& ~ ol OW' ...S railway~ aareb' hM a riPt to 
rtprtaatalJoa. but be ""* GOt be a f.t.:nz~U" wbo f...U. to &Pift'­
eia~ ll!!nioe. Morine Lbe major ~ (JI a trOP of apprvd. 
mately 800,000,000 buehell ol wt..t.t each ya.r, toctthu with 
our other faun producte, in apswoxlmat.ely three montb., reqWm 
&a i.nvtetmenL lA can, modve powtr, arxl orpnludoM ~ly ...mod by _ _... 

~"""now 
The fQttCOina: ~ art all bic fatuwt ha tht eofutioa ot the pn!!llent.. farm prob&em, but more dl'ective and politive 
~U will bo tbu pptie. t• of cn .. neerina ud Jndutrr.J rnetboda. f!'b«e..,. but 'wo lfl* of tuetof!IIIIW farmln& In the U11h~ s.,. ... IOday """" ,_., _., _.n ..... , .. ....,. . .... ..... ,.,. .. - .... ,.,_ ....... _,.do all .... -" ........... .. ....... , ............. ,.,._. ...... .. ... 
dUM.rir.l bMIIt wilb ~ uflita, a1dlled wvrk~Dt~l, ~Up 
~ a.nd er:~ntillc. buelnt. rMJU.Cf!melll.J Atl c.ther Jndlldl'y 
bM i~ h,t. output J)(!r man ma.ny ti.rnt& The eo~'l~Mmic.l 
unit UJ well Mtahlilbed. Wha~ t h&nce ha.t tbo farm \0 f'J\Nt 
llkiUed mfD • btn \bey caa om ltftfWI t.imte ae mut.b to tbt city'f Wb.t ~1. ta \here for tbe r.n.wr bo,. wilAII bNIM &o reo. 
ma.ia- u.. .... --..... bt More JAcwp&O& la • dty 
aoo~....,. ....... ..,.. s...- • -1 n..r .... Ialli 
every other ma.nulacturer wbo hu foreip oompetiti. or a 
wrplua. Ut mutt either reduce hit C<lN, pt. \&rl1f proc«tioa. 
or limit h!. production. We bavt too ma.ay people on the land 
DOW. l.ae \han 20 f>t" ~L - our populatioa wW bt oa &ht 
f.,.. ia. aaotber t"W"f.Dty ,..,.. ~ f&nn popW.doo wW drift 
to tbt rit.r 1.0 IDflel our , .. .,.,..owfllc iDdulc:.rW ......_ 

The l&ttDtf" .. ~ \0 ~pd41 .. &II UOOi I ole.ed ftJ wi\Jt. 
llle~t...u..d .......... , ............. ., .............. 
He aoedt LbG eupport. of the buaifliMI mAD and the OoomniiM!Ilt 
untU be ca.n bctttr orpni&e hie J)roc:luctkln a~~d marketlr~~. fie ill 
not t!'ntitJed 1.0 any .,eeit.l prlv\lep oor atra eotllldentiaa, 
butlhlo-~lloo,llle ....................... .... 
od- ........... - "*" .......... - oatlooal .................... will"'" lola .............. .,._;., • 

Tbe ........ , patUC"UUarty \M 'N('MnWI toDd ~Q 
type ol e~. ie coiDC t.o be • blc f.&CMr iD tbt dutioft Gl \be 
.,grioultu,..J problem. He Ia ,ot!\1 to do for qric1.1JtuN what bt 
baa dooe t<w hadultty. lnd!,Wlf')' Jona ap aooepe.ed Lhe adrioe 
a.od NPQttl ol t.be ~. a.od ttftatJy hal DOl ooly ~ 
blt odM boll ... odopled W... ,.,_,,..a,. ,.... - wbeo 
...., ol• ... bcioc.,..I•...S ,_ ............ ...,... -
COOIIII~ aad • f m= cdtd ia aL cliree&cni' ..Ci . to be 
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"T "K.,.... ...,.,., '"""""_,.....,,. •• _....... 
,.,__ D ~ t.. "'""' ... ..., ,....,.,t.Wo._...._ 
"""~- ... JIJfi"'-"' 1~(' .......... ,,.,.... 

c•..,o;,.,_ tlr 1lw~w--~~~ . .... 
• Ifill b) ,..,.~( .. _ ...... flowltly o&JJif'll..l>ll~l ... 
............... .... '"""lflflc ........ d .\111111"* ... 1101. 
.,_, ... """'"~lllllhr ~~~ ,.._ Ia • h1•t~~~t .. r~l 
''" l..._,fii_•Mio.., II~ ''l_l_ •rt'IMIIII'I.clunthr ... 
·-........ "•IIJ' ........ ""' indu.tl)'. u~ ... _.~~liM> 
1n1 "-111 •nd ~ ''' 10\liU W. on r.,mlu -....,., ...,. 
M kiM• ~ l'llllf.._.., .... llld~~o~~.W flrindplr. to •r•....,. 
'"".liMo ....... llfltr. ·"""--~-.~ llfWifm 

• •• 
,... w u... .. .,..,,... ,._ Nowll~~a~>~~· .. ~~o-J 

!1'\t ..... ,... "' ............ ~ 1'\t . .. ~. 
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_._..,~"'-". 

u-•,..·~ 
.............. .., ·~ ............ .-4"'-4 .. ,,,..., " , .... 

• ~ ... ...... ('~ .... ~, ............ ,h~ 
- .. , ........ ,......,, ...... 84 ............ h .......... "' ''*'"' 
JIT I ... An.lldw-1 d.IAood - .Ill' lhe ta""ltlll _...,, • lolrlo 

'''"""' ,,,. AJ'Ftl I te l}w.tllt-. I Ill' lid~ 

I"' I.' t """'~""'"''" no< 1\ 1\"'""" I, .,. "" l• .. u 

~~~ u ·uo '>~ "" h~ \1 11\U '><'><I 

,.,,. '"•'*If"'"'"' 1.-11" ' " '"'"' '"'' till• III"V.,. .~ "'~"'•'••• 
Jlf"fltl~ •n an•UIC 1111.&1 h , ... ,,.,.,., fill ,_,,,.. ''""'""'' 
30Cl) l•p..llJ) , ...... ( .. - ···-· .,.) ..... ~ ... ~·· ....... 1J 
1-'mo.. :. f'l..., .. _ ..... " .................. ~~~ .......... ·"-"'" 
. -.... ,,.~ ....... . .......... '.11 . ............. 1: .......... ""' l •.• " .. 
10 ... _...k ··- .... .," ... -~ ............... ~ ..... ~ .. .... _.,_ill • ....... ,,.,.. \II ol tlw- •• , • .,..,._. .., .,._- ,..,._....,. ..................... ·-l ........ ..... 
f....,-wt .. ~~ ...... ,_ _......., ...... lio ,........_ ,. 

................... ,,.._.,, ... . _ , ..tl ........... ..... 

... ................. _..,....... ... _ ............ l .... ............................ .., ....... _ .... _ .... . ....................... "~ ......... "-" ....... -..,.., ......... ..,.........,_.._ ..... .. ...... _. ...... 

._.,._.~ .. ~ ............... ...~...,. .. ~ . 

............ d .. ,.......... ......... , .... ,,.,.,.... ............ . 

~-·--""'-·--"" ......... "r..; ...... ..,~ .,..,. ·"-"'-' .......... , ,.,.. lh • ..,... . .. d ""~,....,, f'll'''"' ...... 
.,.....c~, •• twf7 41Ul ,..,. -- '""''"'' ,... • ., • .....,.,.... ,. ..... 
..llfopal_, C:...flll.rlbctl~ IC"'fOIIt I•• ,.., ..,...,..., .. ,, ,<(_10,..1,."""' I" 

Regraded Unclassified



--·-·--

r-- --· "'" ~ .... 
i 

- ! 

r- T 

~ 

• ~· L ENGINEERING M&:IIANI~ • 

CORPORATION 
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~~~~~~thW-. ft'pta.r.foa.m1 IWIA INm ~ rut:irta~~, by Dlllklna up tbeee W'I)'J l~e ete.imatttt hMI •boJ, whh •Ulcd mec-!lankt •• 
lntf!rt~bk ttvlQI' '-ri• by r:lt\>¥idin« l1uah1Qp for him t lOOQ • month. 
""' " .. ._ ''-' ,..,. btl rttllat'(!d m lhe fll!ld, a.nd br deftlopi:nc 
INt.hada ol .m. ..,.. p fiWtt fldi u u.etot ax!N, •U. are 
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MEOf!ANlCAL ENOlNEERlNO 703 

a¢ * tM : ftl opendoo ol hil tmiL H.ll cWiy repon. 
............... flo. t3,!>rio>poot&tlllloim-\lac .. ~ 
t.odo1'owort. Eod>W.bwl ..... _ot_,_.._,., 
...,.e 1....-u. and repair 11Uekl 'C.: ~ ,...,..U.. • Dd il 
.,.11111e(l and pro,ieiooed M a urut~ ~. fleld openllou o1 
pJ.,.·InK • .ecdi!\1. etc. &1'41 UDder tlMI.upermaoo ol fle.J)a,...te fore­
mt,. •·hi• rt'IKlrt Lo the farm ma.n,.er · 

U..t:r&UO OaAII't Paow TR& F1at.D 

Oo. ~-,...... ... holllioc of ........ ,_ lloo &.ld 
ae 1ht thi.,.UC poiDt G«et~ ua ootlleot. opportuah7 for eqi­
tM'tf'dll ualya. The wacoa t.ftia llbcnnl ia Fie· 14 eut the t101t 
rrom oofl ,.nt Vtt buabeJ J)t'lr mile to ooe-quarter C~Mt per bUibel 
J)f't' miW, Wllh it t•·o men lnNport. 24()0 buebtLI wtlahin112 
11111, 111 • •J>ecd or three mUN per hour. A further cut to ono­
tl«hlh ff'nt ill expeet«l trum a new aebeme usi111 a hc!Avy lrUdc: 

witb '"' ,., dti.C. _... wWdl • DI dnt.w two tn.Bwt ud 
buMD1 1000 ~ or 10 \ON at fro- tt!lll to ,...._..,. ,..,_ .... ....... 

Doct IT PAY! 

.Doe. lat«'MCf."' farmfl'lk I».Yf Many I~ no~ fanuUar 
with mac.hltw!r)' are lkeplkal. llowtvtr, here are eomt lbt,.._ 
e~Unc ~ Witb.,. in~t in maebioeq o1 t iO P" 
ane iD ~ tbe ~.bot t'IOIIl s- 6C':rt f01 ~ II 27 C'llllt.e; 
,_ tertdiec. 7 tete; aad fot ~ aod ~ • Cllel&. 
The .... -..tloc _,,., ,..,..,. ""',_,lododloc lobo<, 
optl"t.W. ~.ad oVftbead, will &'l'traf;e llbout tltw ane. 
Tl:lt ~~yield for 'fl'~t in dty fot.nnin« (Jitbllltiad 0.\AY be 
about 12.6 buehell per- acre and IM flu about 7 bWibeb. A •lm­
ple eon'IJ•uta t~ it~~erttng the l)rleftl paid for •heal anti tlu at. 
'he t leva tor ttU• the •uwr. 
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TREASURY DEPARTMENT 

IN'B:R OF1'1CK COMMUNICA'T10N 

Mr. Ooohran CONFIDENTIAL. 
Rtglltortd oterlill& tranoactiono of the reporti~~& b&lllco vert no follov11 

Sold to commercial oonc•rno £91,000 
Purchaot4 tron cor.morciel ooncorno £14,000 

Open aarktt ohrUnc hold. otead.T at 4.03-1/ 2. !rllloo.cUono of tha reportl.nc 
baokl vert t.1 follovtl 

Sold to com:orciel concorno £15,000 
Purchatt4 troa co-•roiel concorno £10,000 

!rho Svllo friiiO-<Iollar oxc~ ti tu&tion vu further elar1tit4 by a oel>le 
-.l;ich tht l'eder&l Ruern ll&lllc of liev York roool'rt4 froa tho Sviu laUonel ll&lllc 
todq. '!be latter tte.tt4 that it vao biJTiDC trot dollaro fro• oolloro doaic1lt4 

Svit oerlonA at a ftztd r &tt oquiTaltnt to .3320-3/16 per Sviot franc, an4 buTiDS 
ru dollar• fro• 1\bro&d &t t ho oamo rate 1t tho lvi11 franc oquhelont vu u oo4 tor 

co•o•o1'C11~ n~onto in Svitzorl&nd. On tho blloio of quo t ation• recoiTt4 t roa Svi11 
co••m·ci1ol bCDkt thil morninc, !iev York b&lllco oont1Duo4 to otter Svieo tre.~~co tor 
otrlctly cor~orchl uoe &I .2327, uncban&e4 fro~:~ laot nicM'• final ctuotation. Tbil 
r•lo nrevailtd until l&to afternoon; the clo lill& quotation vao .2376. 

We undtrota~~d th&t there 11 alto a marnt in lolov Tork for Svioo franco 
Pn1i11111 a noll-co=orciel de""""', vbereill Tory orn&l,l truoacttono han been cono-tt4 
1n the notpborbood of . 2370. De~~iDC• in thh catocory apparontlJ' inTolTt tho 
tront!er of ovntr lhip of Sviu franc bslancoo botveon no....Svi .. interub. 'lht fact 
lUll llov York b&llko hol d loot thaD $100,000 wor\ll of &Tailablo 3doo tr&nc ballllcoo 

J&n1l&l7 22 ouccuto ibd non....,o .. er ciel tro4int; 111 lviu trance vill no t rMCh 
proportlont . 

Clooia.c qu.ot aUono tor the other ourrtnoiu wrol 

C&no4ian dollar 
Svt411h krona 
Rtichomark 
Lira 
Portucu••• oooa4o 
Ar,entint p110 ( t rot ) 
Jraoil1an ai1roio (tree) 
Xo:doan p110 
Cuban pooo 
Chbeao :ruan 

17-l/4~ diacount 
.2JS7 
.4005 
.0505 
.Oiwl-1/2 
.2375 
. 0!505 
. 2066 
7•3/4~ dilcount 
. O'j-9/16 
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111 1 0 14 $22, 500..Q90 in ro14 to tho llatlonal l!allk of liv1 her1t.D4, vhioh ""'' I 
i4~t! to itt 0 ..,.,.arke4 account. • 

No new cP14 onge«emente vert reported . 

'l'ht llombq col4 prlco acaln 4to11ne4 21 to the aquinltnt of $33.911. 11htr 
.. , cr1ot4 at tho equiultnt of 1!4. 1'11;, up 1/161. 

!bt prlcu t1D>4 1n Loll4on t or opot M4 forvard other both 4eol1ned 1/ 164, 
.., 2}-l / 'll4 an4 2}-3/ 164 reo~oUnlT• Th.o dollar equi'oal111ta vert 42.21# aD4 
k2.10I· 

BUill¥ an4 l!ulr.an'• aettlomont prloo for torelp oUYor vao unch&Jictd at 
}"4-}/41. 'l'ho !rreaeUJ71 e pu.rcho.oo price tor 1'oro1p tll'rlr voo aloo unch&np4 at 35#· 

Ve ma4t three purchaoea of o11Yer totaling 4oo,OOO ounoea under the S11Yer 
Purcht.ll Act. Of t hh amount, 250 ,000 ounooa repreaente4 a oalo t roll 1nYtntor'7 end 
the r """lolnc 150 ,000 ounctt conoht ed of nov production fro• fortlcn countritt, tor 
forward d•l l"rery. 

llo alto pu.rchaae4 75,000 ouncoo from the :S.X.: of Canada under our raro!U 
co•tbl7 acr• tJOtnt. So fu t hh IIOIIth, VO ban boll&bt 475,000 Ol>lOCII froa that 
a>'lrce, ao coDpN"e4 with the acr•e4 aonthl7 llait ot 1,300,000 ouncoo. 

'!'he report of JMU&rT 22 roco1n4 from tho J'tder al Rtte"e BODle of ltv York, 
.Yi nc tore! gn exobm&e pool tlooo ot bii.Dkt and be.nkero to 1 to 4htr1ct, r t nale4 

t I''" t.ottll poeltio:>. of all oountrleo vao ohort the oqu1Yalent of $8,282,000, 
• decreue ot $594,000 in the obort peel tloo. Net cbt.ngeo were ao follow11 

Short Pooltloo 
January 15 

$ 322,000 
3.397,000 

1109.000 ( LoQC) 
234,000 

4,281 ,000 
l,o61 ,000 

10,000 (Lo"C) 
$S,S76,000 

Short Poll tlon 
J M unrY 22 

$ 53.000 
3,291,000 

563,000 (Lon!) 
243,000 

4, 339,000 
922,000 

_ __;3:..:.• 000.:..:..:. (Lo"') 
$8, 282,000 

CheD&t 1~> 
Short Po i1Uo1>1 

- $269,000 
- 106,000 
- 154,000 
+ 9,000 
+ 58,000 
- 139,000 
• 7,000 
- $594,000 

1n41cateo 1ncreaoo in obort pooltlon, or 4tort&l l in long pot1t1oo. 
1nd1catea ~.•creaae 11> Abort ;yooit1on, or 11\cr oroo ln lo~>& poa1t1on. 

,. ........ .......... ... ·~~ 

CONFIDENTIAL 
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TREASU RY DEPARTMENT 

INTER.OFF1CE COiolloiUNICAT10N 

OATK J&nU&rJ 281 19~1 

Seoretar~~,7ntbau 

Kr. Haa~ · 

Current Developments in the H1gb-grade SeouritJ Markete 

The prioes ot Treasury bonds are now below their 
levels at the bottom ot the break which occurred 
during the t1rst week ot January. Notes are 
aligbtlJ above their lowe ot that time (Charta I 
and II) . 

At the close on the tirat daJ ot trading, the new 
Detenae note -s quoted 1 whenooil8ued1 at 1()()..3/32 
bid. Thla ia the lowest prioe on the t1rat day ot 
trading on a new Treasury 1aaue einoe September 
1937• The new note ia out ot line with the market 
(Chart III). The explanation tor thle does not ap­
pear to lie either in the note'• taxable statue or 
in the possi ble impairment ot its 1 righte value•, 
but rather in the extreme thinness ot the market 
sinoe the beginning ot the year. 

Weekly reporting member banks continue to absorb 
the whole inorease in the privately held marketable 
supply ot Government aeouritiee. Since the end ot 
September 194o the privately held marketable supplJ 
has increased b:r about $900 m1lllona, 110re than one­
fourth ot which retleots sales b7 the Federal Reserve 
Banlta. During the eame period, holdings ot weeklJ 
reporting banks inoreased bJ about $950 m1lllona 
(Chart IV). Thus weekly reporting banks have ab­
sorbed 811 the newly issued Governments plus those 
aold by the Reserve Banke . 

H1gb-grade corporate bonds have auttered only a 
emall net price decline eince the first ot the year. 
Municipals have deollned more markedly. The market 
tor new issues baa been qui te thin eince the begin­
ning ot 1911-1. 
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price on the 
• 72 percent. 
only 1/32• 

new Defense note was equivalent to a yield or 
Since Friday the price or the new note has risen 

It is difficult to discover an explanation tor this be­
havior or the new note . It may be seen from Chart III, which 
shows the yields or all outstanding Treasury notes seiling on 
a positive yield basis, that the new note is considerably out 
or line with outstanding notes, even attar allowance tor dif­
ferences in tax-exemption status. The spread between the tax­
able Defense note and the tax-exempt Treasury note due the 
same date is 2S basis points . This is more than twice as 
large as the spread between the yi eld or the Defense note 
issued in December and the est imat ed yield basis or a tax­
exempt note ot the same maturity, as indicated by the curve 
on the chart. It is also halt again as great aa the whole 
amount o! the normal tax rate to which the interest on the 
notes would be subjected if held by taxable corporations. 
(The 2~ percent corporation tax rate applied to a 3~ percent 
coupon amounts to J.a baa1e points. * ) 

It does not aeez likely that the value attached to the 
tax- exemption privilege exceeds the normal corporation tax 
rate or that it incr eases with shorter maturities . Banks are 
the chief pUrchasers or abort- term securities. They are now, 
for the most part, not in a taxable position. (In 193S, the 
latest year for which figUres are available, $50 billions or 
total assets were held by banks which paid no normal corporation 
income tax.ft& compared with $20 billions of total assets held 
by banks which did. ) It banks not now in a taxable position 
were to buy tax-exempt aecurities against a possible future 
need for tax exemption, ~hey would be more likely to seek 
relatively long issues for this purpose, tor their tax status 
is more uncertain in the more distant future than in the near 
future . 

• The "tax-eqUivalent* yield of the tar-exempt 1 percent 
Treasury note due on September 15, 19~ is . DS percent, or 
only ~ basis points leas than the full yield of the new tax­
able issue due on the same date. Logicall y, or course, this 
comparison is irrelevant, since it is based upon a tax (that 
upon the 1 percent coupon of the t~exempt note) whieb is in 
fact never oaid, rather than uoon the tax (that on the 3/~ 
percent COUPon on the taxable note) which might be paid, but 
it may well be that it has, nevertheless, influenced many 
purchasers 1n tbe1r evaluation of the new note. 
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Although U h not kAOVD at thie Uae Whether Defense 
notn will oart7 exchange 1 righte1 at aatur1ty, B. R. 2653 
introduced laet J'ri~Y woiUd :place the• on a parity with 
all other Trea.ury notee in th1e reepeot. !hue it hardl7 
11em1 likely that the low prioe of the new ieeue reflects 
impaired 1 right8 Yalue• to a117 aaterial extent. 

The probabUity ia that the erratic behavior of the new 
note ie not due ~rimaril7 either to ite taxabUity or to its 
impaired 1righte value, but ie aerely a reflection of the 
extreme th1nneee of the aarket wh1oh hae prevailed eince the 
Federal Reeerve etateaent. !hie etatuent, by ra1e1ng an­
t1o1pat1one of an entirely new leYel of prioee and yieldt, 
appeare to b&Ye given the lll&rltet a 1 ehoolt1 wh1oh aakee the 
quoted prices of the outstanding iseuee unreliable as a 
guide t o the prices at wh1oh new eecuritiee can be placed. 
It 11 probable

1 therefore, that the new ieeue would haYe 
caused a 111te break through' of the ex1ating price and 
7leld etructuru wbateYer had been ite aatur1ty or tax oharac­
ter11t1oe. 

III. Bank Holding• or Government Securities 

98 

The trend of weekly reporting member bank holdings of 
Gover:1.unt ucuritiea -- wh1oh hae enabled that group of banks 
for eome t1me paet to account tor the whole increase in the 
privatelr held marketable euppl7 - - ie etill continuing. 
Since the end of September 1940 the priTatel7 held marketable 
euP))l7 of Governaent aecuri tin haa increaeed b7 ebout t900 
mi llion e. During the aame period Gov•rnaent eeouri t7 bold,. 
1nga of veeltly reporting 11111ber b&nlte haYe increased b7 about 
$950 llillione (Chart IV) . 

Thic inoreaee ie :particiU.arly intereeting in that ealee 
or GoverDAente b7 the Federal. Reserve Open Xarltet Account 
vere reeponeible for aore than one-fourth of the increase 1n 
the privately held aarltetable supply. !hue veeltl;y reporting 
bankn abeorbed not onl7 the whole aaount of new iaauea but 
all of the eecurities sold by the Federal Reserve Benke. 

• 

1nd1oatee the extent to which new 1eauee 
into the hande of banlte in leading citiee. 

~f the note curve and the Sharp rise in 
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the bond ourn early in October retbot the refunding ot the 
Deoeaber not .. into 13-15 year bonda. It will be eeen that 
t he bond• were aoqu1red in the tiret inetance principal1y by 
bank• outeide ot New York C1 ty; but that theee bank• han 
a1noe eold bonde on balance, while New York banlte haYe eteadily 
gained in bond holding• einoe the end ct October. 

Similarly it may be seen that New York banke continued 
to aM to their Treasury note holding• atter the initial 
inoreaee due to the iasuanoe ot the Detenee note in December. 
Bank• oute14e New York 01 ty, on the other hand, ehow a alight 
deollne in note holdings since the Deoellber tinanoing. 

The eharp drop 1n total GoYer~~~~ent holding• ot all weeU;r 
reporting bank• at the end ot 194o il due alllloet enUrel;r to a 
decline 1n '1'1'eaeur:r bill hol41nge, and probabl;r repreaente 
aoqu11it1on ot bill• by in41rtduale and noo-tinano1al corpo­
r ation• in States where intangible pereonal propert;r ie aeeeued 
ae ot Decellber )1 or January 1. 

IV. Other Doaeetio H1Sb-grade Seouri t1ee 

High-grade corporate bond pricu ehow Onlf a emall net de­
cline trom their leYel at the end ot December (Chart II). 
l!un1o1pale have lost considerably more ground tliiil oorporat .. 
since the beginning ot the year. The Do'IP-Jonee uerage yield 
of t wenty 2o-;rear municipal bondl, moY1ng inYereely to pr1cee, 
haa 1noreaaed 16 baeis points trom ita record low ot 2.09 
percent on December 2S. 

Although new bond otteringe to the public in the Hew York 
market haYe aYeraged about $65 llillion• a week tor the paet 
four weeke, the market does not appear to be a• reoeptiYe to 
new 1eeuee ae it -• two or three monthe ago. SeYeral new 
1aauea are reported to haYe moYed elowly. .t.Diong theee were a 
$46 llillion e ottaring ot 2-3/4 percent, 4o-year bondl ot the 
I llinoiS Bell Telephone Co!IIP&n7 (rated .Au. by Moody'•) offered 
to )'1eld 2.61 peroent to ll&turity, and a $2$ 111llions ottering 
of )-1/l!. percent 2o-;rear bondl ot the Jon .. and Laugblln Steel 
Corporation (rated Baa) offered at par. Both ot theee 111uee 
sold ott about 2 pointe with the remo•al ot prioe reetriotione 
by the reepeot1Ye e;rnd1oatee. At the end ot laet week ll!. out 
ot 2l!. recent corporate ieeuee lieted in the Wall Street Journal 
were quoted below their ottaring prioel. 
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Chart II 
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1.04 

TREASURY DEPARTMENT 

INTI:" OF'I"'CI: COMMUNICATION 

SIRICTLY CO!!FIPDITI.AL 

secretary Koraentbau 

OAT& J anu&1'7 28 o 1941 

Kr . wuer 

Under dat.e of Januaey 23 PBI r e ported that an aJIOII1liOU8 

co.,.unicati on us addressed to stephen !arl;f, aa follows, 

"All Italian whoaa - 1a Count Cicogna suc­
ceeds in gettin& in!ormatioc.o in 1011& Fadaral ~ 
po.rtaont in llaahi~n, po.rticu.lar]J' in tba office 
of the Secretary of tba Tr-•u,., and be reporto 
to the Italian Library (D'AilnUDoio) and to tho 
I toll an conau1. • 

Tbia apparently refers to Count Gian Luca. Cicoana wbo baa 

juat b<len made Aeaietant Military Attach~ to tbe Italian Ell baser. 

He 1a said to be urried to an .AIIorican wOO>&D, noa Brownina , who 

1e rep.ttod]J' ,..,. wealtb;y. ' rber have been livill& in Ogden, Utob 

but CoWlt ~icoana , I u told, apent 1 011e tiao in 118• York last 

7aor connoetad in some wq with tbe Atlaa COrporation. 
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TREASURY DEPA RTMENT 

INTER O FFICE COMMU NICATION 

DATK JanUBl')' 28, 19U 

TO Seorotary Worgenthau 

Yr. Klaua 

i'BI reporte: 

JIUlUII')' 16. Asl account ocncemi.ng the German merchant vessel ARJWCA, 1110ored 
nt !'ort !Ycr&).adea, }'lorida; this ahip can lean on tull steam within an hour. 
one or 1 u orew baa taken a position w1 til the Getman !lobuey at lfaahington and 
=b•r wna adsitted to the tJnited Statea 011 January 26 , 1940, aa a atudent at 
Renaulaar Polyteob . Asl official ot the Coca Cola Cor por&UOA in Atlanta doD&ted 
t 200 In MTCiber 1940 tor diatributiOA -.~~g the crew ••bere; FBI is iDTeatiga­
t~ tbe !donUt}< or th.e official. (We baYe bacl prior reporta ocnceming aua­
, icloua relatiolll bat..,eA Coca Cola and tile Nasia. ) 

January 24. On December 31, 1940, National Cit7 B&ll.lc receincl tao,ooo in 
Un1tecl Statea bani: notes, containecl in tour envelopes sent 'ria South Allerioa , 
elr ®11 , from Berlin, trail tbe Re1cbab8JIIr: ancl credited to tbe Slcancl1na'Yiaka Bellken, 
Stockholm; the notes seem to han bee~~ 111 den011inat1ona ot $1,000 end tloo. 

Jnnllliry 24. At our Nqueat (1118de as result ot 1ntol'!llllt1on troll the Federal 
Rosorvo Bnnkl ~~I has begun an 1nYeatigat1on ot a $100,000 cash witbdr nwal on 
J"nnuary 16 , 1941, at the La'll)'ers Trust Compall1 , Now York City, by a llexioan call ecl 
RodrigO. 

l UU.I"f 27. U appeara (oral report ) tllat llo4ri• ... patit ed a a1111oa dol lara 
asc1 rlthclr.., taoo,ooo, larp lJ 1a tJ,,ooo bUla, au .. Jaaaarr 16tllo 
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RESTRICTED 

TENTATIVE I.ESSaiS BULLETIN 
No. 8J 

G-2/2657-235 

taUTAI\I IN'l'ELLIGEI!CE DffiSICfl 
liAR DEPARTIIENT 

washington, January 28, 1941 

The information contained in this series of bulletins 
'11111 be restricted to i teiM from official sources ..ntch are 
reasonably confirmed. The lessons necessarily are tenta­
tive and in no sense mature studies. 

Thi• docuoent is being given an approved distribution, 
and no aclclitional copies are available in the 1!111tary In­
telliCence Division. For provisions (;Overninc ito repro­
c!uction, see Letter 'UG JSO.OS (9-19-40) ~a-u. 

The nccount conteined in this bulletin was given to a 
group of American official observers in Jlovember, 1940, by a 
Oerman junior officer ..no rarticipated in tho action described 
aa coor:nander of a platoon of !:8-<:tn. antiairoraft guns . 

tccording to one observer, the narrative is •considared 
reliable. • 

There is no objection to publication ot Section 11 the 
account itselt, in service journals, but Section 2, the coccent 
ot an observer, is classitied Restricted. 

CONmNTS 

1. IIARRA TIVE 

2, COUIIEIIT llY OBSERVER 

:106 V' 
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l , !IARMTIVE 

"Soon after VIe crossed the Seine, my platoon, consisting 
of two 88-,.., antiaircraft {tUlle and tTienty men, """ attached to a 
reconnaissance detachr.ent composed of ~otorizcd i nfantry, antitank 
troops, and pioneers . 

"The major in collll!l&nd of thio detachment •:as ordered by 
the division commander to pr oceed at once to llnntes and t o seize 
the bric~Bes over the !.<>ire, which were locnted near the city. I 
was astounded at such an or der . flantcs was 2SO kilometers - about 
l SS oiles - from our position. I didn •t know the location of the 
rranch troops at t he til:le, but I feared t he 1\'0r s t. 

107 

"':e be&an to carch at dayli~;ht . At first we were r ather 
cautious about entering towns, crossing bridces, ane passing throuch 
de!Ues of any kind, but after a while, r.hen nothinl; hapJ>8ned, we 
bocaoe rather reckless and didn • t stop to oalte detailed reconnais­
sances. f.hen we passed through to>ms, civilian• l'IOuld wave their 
hands, soile, and shout "Vi ve l ' l.n:;loterre . " Apparently they thoucht 
we l'l'l!ro !lritish. \le waved and Stlilod back at the:>. 

"rle reported our position di rectly to divisl.on headquarter·& 
every hour b)• r adio. 

"li!'On errival at nant es, I discovered that L1Y !:lap t~as of 
vor)' little help to me i n cettine tJtrou~:ll tho t o1m and locatif18 a 
bridte that the najor had instructed ':Ill to (lUard with my platoon. 

":le;uo t he entrance to the t own I saw two F'rench officers 
s t&ndi"i on the side-.ro.lk, eac!l carrying a riding croJ> and so::>ki"i 
a cicarette . I dis1:10unted rro.. fif/ car and as:Ced theo the nearest 
uy t o the main brid{:e over the !.<>ire. '!hey looked ru:>azed . F'in­
ally one of thea said hens afraid he couldn' t answer that question. 
I then told thee that they were rrq prisoner a and that I didn't have 
aey tl.r.le to talk. I asked one of them to get into t he car and the 
other to stand on the running board and show us t he nearest route to 
the bridge . To my surprise, they did this wit..'lout any further 
Or (!UI!Ient. 

"Qpnn arriving at the bridgo, r:e found it intact and 
guarded by tvro rrench riflemen, I drove up to ther.l in the car and 
dismounted. The guards , like t he of i.'J.cor s , l ooked dumbfounded at 
first. Then, after recognizin{; rrq Oorwln uniform and seeing ar:t 
motoreyclemen approachi"B, they threw aoide their r ifles and raised 
their hands . Thus the bridge came into our possession, and the two 
officer s and two soldiers were our prisoners . 

1:0 OllJECTI<X! ro PUBLICATIOli I:l S::RVICE JOUI'~!ALS 

-2-
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•'nle najor soon arrived and inatnlcted me to put lll;f guna 
into position and to gua.rd the bridao. At the same tiDe 1 waa to 
watch him while he crossed the bridae i .n order to clatenoine what 
was beyond the crest of' a hlll on the other aide. 

"hs soon as the r.>ajor lll'rived at the top of the hill, he 
began to wave his arms. I jumped into 111;f oar and drove up to him. 
Ho pointed dollll the road, and izlaod1ately I saw a loJ!i motorized 
colUllll'l approachiJ!i Nantes fr0111 the south. rt waa moviJ!i &lowly, 
and apparently it had no advance g\lard or protection of 1.111 kind, 

•I knew we were outnumbered, and I wondered what the 
ujor was goiJ!i to do. ICY twenty men at the guna and at the 
bridge were the only German troops Ueediately available. AIJ 
tar aa we knew, the only reintorcemente tor our reconnaissance 
detachment nre about 200 ldl.oaetera - 125 llilea - a'I!BY• '!he 
major, after th1nld.ng over the situation, walked the abort dis­
tance clown the hlll to the road and waited for the collllOD to 
arrive. 

"I remained end obaervod, I could oee that the French­
IliOn were .f'ully arned and equipped. '!he leading sidecu motorcycles 
had 1111\Chine guns mounted on them. 

"The major stood in tho middle o£ the road end halted 
the leading vohielc . When he aslred !or tho colunn commander, an 
elderly French colonel •.-earing 11orld \Tar doool'ations immediately 
dia1:10untecl and slawl.y approached tho major <In foot. The major 
told the colonel that he and his column wore naw pri.soners, and 
added, 'I am the COIII!lBilder of a llridae guard detnchtlent of the 
Second German Arrq. 'lho Second /lrr:t;f hao occupiad t:antes, and 
it is useless for you to resist.• 

•The French colonel, after remaining silent for a 
JICCIIIIIlt, ahrumed his shoulders, 5aid •Very well, 1 drew his 
saber, and handed it to the 11111jor. '!he 1113jor told him to keep 
Ilia saber, but to heve his mBn di&IDOWit, pile their arms at the 
aide of the road, and line up in close ardor formation. '!he 
order waa complied 'IIi th. 

"We had learned in the mean tilDe that this was a motor­
ized infantry regiment consisting of 2, 700 1110n. we wondered how 
they were to be handled and what was to ba clone with them. 

•n>e ujor ordered .., to take ten men from lll;f detaeh­
aoent and to conduct the prisoners to an e:oq>ty barrauka in town. 
We were &pJrt~henaift • ......,. step ot Ule way to Ule berracJca.-c>d 

110 CI!JBC'liO!I ro PUBLICATIOII Dl sg!VJOCB .J<QI!!ALS 
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even atter ..,, nrri ved there-for !ear the Fk'enchmen would learn 
that there •tere no other Germans in tcnm, but nothing happened. 

•Tho remainder of our division did not arrive in Nantes 
until two d~ later . !Jeanwh:tle, we had the problem of feeding 
the prisoners nnd our ovm troops as well. 

"The major was given tho Knisht •s Cross of the Iron 
Cross for this feat, and I received the Iron Cross, First Class, 
tor 1:1)" ;>nrt 1n t.'1e operation." 

r.ES'm!CTW 

2. Cot£ n::IIT BY OllSERVER 

The German officer seeoed reluctant to answer questions 
concern1nt; dates and additional details or this operation. Accord­
i~ to their official co111111UDiques, the Oei'1Ml\S arrived at Nantes 
on June 20-three days atter !4a.rshal Petain • s appeal to the French 
Arfll!/ to lay dOlln ita arms-and one day before initial &rlllistice 
negotiations . This fact possibly accounts for the apparent reck­
leesneas of the German coiiUMilder in giving a reconnaissance 
detachment an objective 155 miles into enemy territory. It may 
also account for the lack of resistance encountered by the de­
tachment and for the ease with which it captured r'rench personnel 
a.~d materiel. 

It seems rather inconsbtont, how0\'8r, for a Fk'encb ootor­
hed regi.tlent t.o have been marchi.ne north t.o..arda the advancing 
Gel'l'lllns at this tiloe unless it had the ciasion of delaying or resis­
ting U!e advance. In any case, it ia difficult t.o Wlderst.and whT 
the French colu= did not tAke proper security ceasures . If it. had 
dono so, the Oonoan reconnaissmce dotacbcent coulc have been anni­
hllnted, o.r t.he French column could have at least avoided capture . 

109 

The German officer's narrative indicntes that his division 
cocmander had sufficient information to enable him to nake an accurate 
esticate of the situation. In an:mer t.o a question, U!e officer atatad 
that ho bolioved his division commander was constantly informed by 
radio reports as to the location of all patrols and reconnaissance 
detachments sent out ahead of the division. 

In this and other conversations, it has been repeatedly 
emphasized that German reconnaissance groups operating at a con­
siderable distance ahead of the main body ,..,.., often cistaken for 

RES'miCTE!) 

-4-
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Britl.ah troops by Allled civilians and even l!y Allied rUlltaey 
peraoMel. This fact indic~tes inadeqWlte dioselllination of in­
formation concerning the identity of both Allied and hostUe 
troops and materiel. German officers atato that mistaken identity 
frequently prevented the annihilation of auoh groups and enabled 
them to carry out their missions suooesafully, 

110 
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G-2/2657-220 
No. 302 

11.1.0. , ll.D. 
JIIII\W7 28' 1941. 
l2 :00 11. 

SITUAT!OO REPORT 

I. ilestern Theater ot nar. 

l. Air Foree Operations. 

Ba4 weather preV41lted urial operations in this thea­
ter ~ the night ot Jan\W'7 27. 

n. Greek Theater ot War. 

Local actions reported. 

III. Af'riean and llediterranean Thettom ot liar, 

l. ground: 

Libra. Fighting is reported east and south ot Derna. 

Eritrea. The British report thoy are closing in on 
the &neal¥ holding positions about A&ordat and Barentu. 

Ethiopia and Italian Scmallland. Sueeeastul opera­
tiona are reported by the British. 

2. M£: 
Naples. Iteli.., oolllllllnique AZits bomtd.ng ot Naples 

and environs on the nisht ot the 27th. Clai.ma only •lisht ~· 

~. Italian Air Foree bombed and machine-gunned 
British anuoreCfV8h:l.elee and infantry at Derna. 

":{f~ This lllilltuy situation r eport ia iaaued b,r the llilitu,. In­
t eenee Division, General Stat!. In Yin of tbe oecaai.oaal in­
elusion ot political in.tonaation ancl ot opinion it i .e eluaitiecl u 
a..tnsw. RmJUC11R 
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RE DEBT LIJJIT 

Preaent: 

H.1f. Jr: 

Schwarz: 

ii.U.Jr : 

Sullivan: 

IJ • .II. Jr: 

Bell: 

H.M. Jr : 

Kuhn: 

Mr. Bell 
llr. Sullivan 
Mr. Fole;y 
lEI' . Haas 
lir. Schnrz 
Mr. Odegarde 
llr. Stenrt 
Jlr . Kuhn 

January 28, 1941 
8:30 p.m. 

Vfuat are you worrying about, Chick? 

1..14 

I was just ~oing to tell you the final editions 
of the Engl1sh papers look pretty good. 

(Mr . Kuhn entered the conference.) 

They took me for a ride on your figures toda;y1 Yr. Sullivan. If 70u had been there, ;you coU!d 
have d.efended them. 

I would have been delighted to have done it. 

We won't get started on that now. 

On the tax figures? 

Yea. 

Well, the{ simply were uput because there was 
no atate ax in ~here. That was it, wasn't it? 
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H .~:.Jr: 

Kuhn: 

H.:J. Jr: 

Schwarz: 

H .~. Jr : 

Kuhn: 

Bell: 

1.15 

- 2 -

Well, and the fact that thef weren' t fair, as 
tbe,y put it, state lnc<111e taxes and state excise 
taxes . 

But there is also a local tax in England which 
takes the fonn of a propert,y tax, but it is verr 
heavy. 

Well, we have it in New York. 

\Vhen you brought out the local tax, the,y sub­
sided, the local tax in England. 

Anyway. we won't go into that. Go ahead, Dan. 
It went all right on the whole. 

You bet. 

''i'ihen I appeared before rou last spring at the 
time the first revenue b 11 of 1940 was under 
consideration, the National Defense program then 
before Congress was leas than $4, 000,000, 000. 
I pointed out that on the basis of that program 
the balance of the borrowing authorit.r under 
the general debt limitation of $45,000,000,000 
would be dangerously depleted early in the 
calendar year 1941. In Tiew of this situation, 
Congress provided in the first Revenue Act of 
1940 for the issuance of not more than 
$4, 000,000, 000 of short- term obligations to 
raise funds to finance the !lational Defense 
expenditures . The same Act provided additional 
taxes oost of which were intended to be used 
to retire within five years anr such obligations 
issued under this authority. As I reported t o 
;you, the provisions of the bill then pending 
before your Committee were sufficient to meet 
the situation as it existed at that time. But 
since that time the situat ion haa undergone a 
radical change. 

, 
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"The balance of borro~ting authority on January 
1, 1941, was $887,000, 000 under the general 
limi tation, and $2, 764,000, 000 under t he 
National Defense limitation. These combined 
balances provide the Treasury wi th borrowing 
authority sufficient only for the next three 
months: I am therefore appearing ~efore you 
today J.n supi>ort of H. R. 2653, which raises 
the debt l im1t of $65,000, 000,000, provides 
for t he eliminat ion of the partition in the 
debt limit , provides greater flexibility in 
our financing operations, and provides that 
the incQne from all future issues of Govern­
ment securities, both di rect and indirect, be 
subject to all Federal taxes. 

UG 

"Our cont emplated National Defense program, 
according to the 1942 Budget, just submitted, 
has nOV/ been increased until it auregates 
ai>proximately $28, 500,000,000 in appropr ia­
hons, contract authorizations, and reco:mnen­
dations. The estimated expenditure vrograms 
included in t his Budget will result m com­
bined deficits for tlie fiscal years 1941 end 
1942 of ~ore than $15,000,000, 000. I do not 
believe that it 170uld be advisable to under­
t ake to finance this enlarged pro&rao through 
the issuance of short-te~ securities and their 
retirement out of eartlarked taxes 11i thin a 
speci fied period as contemplated in the f irst 
Revenue Act of 1940 . l!oreover, short- term 
securiti es would for the oost part be pur­
chased b; banks r esult in- in a further increase 
of depos1ts . It is hi Gh1y desirable to avoid 
further increases of deposits as far as possi­
ble and t o some extent this can be accompl ished 
by i ssuing obli gations attractive to permanent 
i nvestors outsi de of the bankin& system. In 
such t imes it is impera t ive that the Govern­
ment borrow as much as possible from real 
savers rather than from banks . It seems clear, 
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Foley: 

Bell: 

Foley: 

Sullivan: 

Haas: 

Bell: 

Sullivan: 

Foley: 

U? 

-.-
therefore, that in order to make it possible 
for the Treasury to pursue this objective, 
the,provisions of law authorizing the issuance 
of $4,000,000,000 of ahort- tonn public debt 
obligations and their retirsment within five 
years out of earmarked taxes shoqld be repealed. 
the deficit figures just given also clearly 
lndicate that the general debt limitation of 
$45, 000,000,000 must be increased. It would 
appear advisable to increase this limit to an 
amount aufficlent t o enable the Treasury to 
meet all of its financing requiranents for the 
next two fiscal years ending June SO, 1942. I 
believe that the amount f ixed in the bill be­
fore you is ample for this purpose." 

Dan, does that follow "In such times it is 
imperative that the Government borrow as much 
as possible frcm real savers" and "It seems 
clear, therefore, in order to make this pos­
sible--"? 

Vlhere is that? 

That that ought to be repealed. I mean, that 
seems to jump there, doesn't it? 

r.ell, the four billion, t hose short term notes, 
were borrowed f rom banks . 

Those were all short t erm. That i s the argu­
ment . 

The four billion will all go to the banks so 
it ought to be repealed, and we ought to get 
bond authority. 

A billion of that has already been issued. 

Yea, I can understand that, but I didn' t think 
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the thin~ followed very well . I thought it 
sort of Jumped in my mind when you went over 
it. 

No, I think that is all right . It is in order 
for the Treasury to follow this objective - Vie 
want that short-term financing repealed and 
we 1rant other financing provisions so that we 
can appeal to the real savers . That is what 
was intended . 

118 

You mean that if, after short- term public aebt 
obligations, you had SOl:lethin~ to show that those 
are usually t~~en up by banks? 

Yes, that is right, to get back into what you 
had before, you see . 

That is t his sentence at the bottom of the 
pr evious page . "Short-term securities would 
for the most part be purchased by banks result­
ing in a further increase of deposits . It is 
highly desirable to avoid further increases of 
de~osits as far as possible and to some extent 
th1s can be accompllshed by i ssuing o~li&ations 
at tractive to permanent investors outside of 
the banking syste:n. 11 

I think that covers it ther e, if you say, "In 
the issuance of four billion dollars of short­
ter::~ public debt oblig~t,tions, which are norl:llllly 
taken up by the banks . 

~faybe we had better repeat that? 

Yes . 

Let's see now, "public debt obligations and 
their retirement. 11 You v1ant to strike out "and 
their retirenent"? 
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That makes it a little long. 

All right, "which are normally taken up by the 
banks shoul d be repealed. " 

And strike out about the retirement? 

Yes. 

O.K. 

r:ell, wait a minute. I t is the earmarking of 
taxes you also v;ant to repeal, Ed. 

Yes, but here we are just--

He is saying t hat because they are short- term. 
·They are taken by the banks and they r:ouldn' t 
reach these real savers that you r;ant to reach. 

Could we come back to that? Because I don't 
know hoVI long I am ~;oing to last, so we won 't 
argue about words. . 

O.K. I an sorry. 

llo, put a question cark there and let's cODe 
back to it, see . 

O.K. 

Because I am not - I ao goinG to take nhat Ed 
gives ne tomorrow morning unless t here is some 
sentence I don't like as a whole . 

"The deficit figures just given also clearly 
indicate that t lie general debt limitat ion of 
$45, 000, 000, 000 must be increased. It would 
appear advisable to increase this limit to en 
aoount sufficient to enable the Treasury to 
meet all of its financing requirecents for thA 
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next two fiscal years ending June SO, 1942. 
I believe that the amount fixed in the bill 
before you is ample for this purpose. 

"The bill proposed to amend the Second Lib­
erty Bond Act, as amended, so as to limit the 
face amount of t hnt public debt obligations 
issued under the aut hority of t hat Act to an 
amount not to exceed in the aggregate 
$65, 000, 000, 000 outstanding at any one time. " 

Would it read 6llloother to you i f we had that 
"as 8!ilended" out ? I don't think it is impor­
tant in the statement . 

"This provision as writ ten 1'1111 repeal section 
2l(b) of that Act which authorizes t he issuance 
of $4, 000, 000,000 face amount of National 
Defense not es . As previ ously expl ained, this 
increased l imitation will amply cover the 
Treasury ' s present anticipated financin& re­
quirements for t he cu1•rent and ensuing fiscal 
years." · 

Dan, I testified t oday that to ~he best of m¥ 
knowledge as I saw the situation today, even 
though the Lease-Lend Bill passes, based on the 
production capacity of this country that this. 
increase to 65 billion would aoply take care of 
anythi ng that we could spend between now and 
June 30, 1942. 

I think it will. 

Are you and I together? 

Yes. 

O.K. 

"The proposed bill terminates certain obsolete 
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authority to issue debt obligations which the 
Treasury does not need and which, therefore, 
might as well be repealed and eliminated from 
the statute books. The debt limitation fixed 
by this bill vnll then be all inclusive . It 
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also repeals certain provisions of the f i rst 
Revenue Act of 1940, which sets up a special 
fund to consist of earmarked taxes for the 
retir~ent of any obligations issued under the 
National Defense debt l imitation of $4,000, 000,000. 
As previously vointed out, t his section consti­
tutes en undes1rable r estriction on public debt 
financing at a time when the ~eatest f reedom of 
action is essenti al. I urge 1ts elimination." 

Don't you repeat yourself there? 

A little bit. You see, tho first part is 
general, and here you are telling about the 
bill. 

I see . Do you think that is necessary? 

\':ell, we thought that it didn ' t hurt anything. 

Drives it home? 

Yes. 

"Tax-exemption. 

"This brings me to another mat ter of vital 
importance in connection with the financing of 
the National Defense program, and that is. the 
tax exemption feature of the debt obl~gat1ons 
issued by the Federal Government ~d. 1ts 
a~encies . I said last year thet 1£ 1t were 
Vll thin my l'ower, I v1ould issue National Defense 
series obl1~ations subject to all Federal taxes. 
The discret1onary authority of the Treasury to 
issue securities subject to all Federal taxes 
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is confined to Treasury notes with a maturity 
of f rom one to five years. As to all other 
types of Government securities, the law itself 
definitely fixes the exemptions from taxatton 
and there is no discretionary authority in any 
executive officer of the Government to vary 
these exemptions . 
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"Ordinarily, the Treasury would have raised in 
December 1940 a substantial amount of additional 
cash and it would have carried out its usual pro­
gram of refunding, three months in advance, the 
obligations aggregating $1,220,000,000 that 
mature on March 5, 1941 . However, anticipating 
that the Congress would consider the question 
of tax exsnptions in this session, it seemed to 
me highly desirable that the Treasury make no 
further offers of long-term tax-exempt securi­
ties until the Congress had had an opportunity 
to consider the question again in the light of 
the huge defense financing program before us . 
I decided, therefore, to defer our refunding pro­
gram and to meet our immediate cash requir~ents 
through the sale of short-term notes, the income 
f rom which the. Treasury made subJect to all 
Federal t axes pending the decis1on of this 
Congress on the question of eliminating tax­
exemptions from al l future issues of Federal 
securities, I conferred with both the leaders 
of the i':ays and Ueans COIIllli t tee of the House and 
the Finance Committee of the Senate.• 

The question raised here ia you had one member 
of the \'.'ays and Means and you telephoned Daughton, 
I believe, and Rayburn was the Speaker. 

Just skip it . 

\¥ey don ' t you eay, •r conferred with members of 
the Senate Finance Committee and the House ~ays 
and Ileana Ctadtt ee, and you get the plural 
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up ahead of the Senate Committee, which is 
t rue, and t hen i t follows afterwards about 
the House Commi ttee, and i t isn ' t so obvious . 

I \"Ill S wondering if it would be, "I conferred 
v1ith some members of the House and Senate"? 
\,bat do you think? 
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~enbers of Congress. 

You can say, "I conferred with members of the 
Finance Committee and the House i":ays and ~ee.ns 
CODilli ttee who were in torm at that time. " 

You don ' t think you would insult theD by put­
ting the Finance Committee first? 

Yes, you would. I think just "some members of 
t he Hous e and Senate ." 

Yes , or just "some members of Congress." No, 
"some members of t he House and Senate." That 
is all r i ght. 

·::ell, you coul d say, "menbers of the two com­
mit tees who were in to1m . " 

Congress was not in session. 

Ed, reall;r--

The use of the term i s perfectly grammatical 
as it is. 

I know, but Doughton was so sensitive about 
not being i n town. 

He will probably aek the Seoretar;r, '~Nell, 
just who did you confer with?" 
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I think I shoul d say,'~ane members of the House 
and Senate . " 

" •.•. and explained to thett what I had in :nind 
e.nd that i n takinG t hese ntops it was my hope 
that Concress ••ould pro~tptly enact lo"islatlon 
\'lllich woul d provide the. t the i ncor.te f~<n all 
future issues of securit.ien of the Federal 
Government or any of its a~encies be :nade sub­
ject_ to all F~deral ~axes . The pro&r~ explained 
to tue:n Det r:1 th theu hearty approval. I am 
sure tills Cru:::ittee appreciates the importance 
of pro:npt action in this connection so that the 
TreasurJ can take steps to refund the lar&e 
:~rch 15 :naturiti es in advance of that date. 

"The proposed bill also provides that all obli­
~ations 1ssued after its ef fec tive date by the 
Treast:r-; or any ascncy or instrut1cntali t;r of 
the Uni t ed States, shall, as to both principal 
c.nd inter est Ol' other :;ain, be subject to all 
iaxes now or hereafter L'1lposed by the United 
!3 ta tes . .l,.s you kno1·:, every adJ:~inistrntion for 
the past 'tr1enty year s hils rcco=cnced the cor.J­
Plete elimination of tax-exe~pt securities . ?he 
hill now b.efore you proposes thnt the UniteC. 
States Govern::.ent actuallr take the :?irst step 
to elinL>late this u.,de5irablc feature fro:~ our 
financin~ b7 providin· t hat ell ruture Govcrn­
r.~en t securities , t;het&er its\led b;r the '1reasur; 
IL,der the authority of the Second Liberty !;ond 
Act, or by any corporation, instr\L~entality, or 
other agency of the United States under author­
ity of any other act of Concress, shall be sub­
ject to all Federal taxes . 

"It is parti cularly appropriate that this step 
should be initiated in connection with the 
f inancinG: of the llll.tionnl Defense pro;;ram . I 
have just dwelt on the .fact ths t e.ll should be 
called upon to share in this task. This ne.kes 
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it urgent, from an equitable point of view, 
that no subscribers to any given class of 
securities should receive preferential treat­
ment. This is impossible lf some of the 
securities are issued with tax-exemption privi­
leges which are worth nothing to the poorest 
class of subscribers • and 11hich are worth e. 
great deal to those in the ve17 high income 
brackets.• 

That is now? 

Yes, that is George Haas'. 

"Such ~referential treabnent to this latter 
class 1s compatible with the democratic financ­
ing of the defense program and should be rEmoved. " 

That is ve17 good. Vlha t with George saving Leon 
Henderson's life and doinf this, he is getting 
to be quite a fellow, ian t he. (Laughter) 

Did Ham get in touch with you? 

Yes. Did you get the note? 

l!o, I didn 1 t read a~hing when I came back. 
Should I read it? 

~ell, he thinks it is very urgent. 

Do you? 

I don ' t know, they seemed to be in trouble. 
Henderson is out of town. 

Sure, Henderson left town and told me to hold 
the fort. Are they encroaching? 

no, he wants to call on you for assistance. He 
needs it awfully bad. 
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So do I . 

I mean, that is the whole problem. 

Well, if v1e get through, maybe he can. Got to 
do it before 11 tomorrow. How the hell am I 
going to do it between now and ll tomorrow? 

I think all he wanta to know is if you would 
help do it. 

How would I help him? 
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I suppose in getting the Administration to set 
up a system of rationing that they want to do. 
He thinks it h the only effective way of handling 
same of these price situations. 

Not between now and 11. 

"Economy in Non-def anee Expend! tures . 

"At this time our whole economy and effort should 
be concentrated on national defense . One step 
which the Government ahould take is economy in 
Federal expenditures . I believe, therefore, 
that all~~~&gnitying glaes-- • 

I like that. 

• •••• to make certai.n that no more is granted 
than is absolutely essential in the existing 
circumstances . • 

No more what is granted? 

!lore funda. 

Better put it in. 

"I also believe that the State and local gcvern-
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ments should be asked to contribute to national 
defense by eliminating from their budgets all 
non- essential items, particularly new construc­
tion during this period of emergency.• 

Some of then thought we might be stepping into 
something there. 

I think it is all right . 

It will get a headline. 

That is what we are after. 

Do you want to say that, "No more public con­
st ruction"? 

I raise that question, too. 

Sure . A headline a day keeps the doctor away. 

That very definitely ought to be curtailed if 
we are running short of plant capacity in other 
directions . 

\':e haven ' t used up the unemployed yet, have T:e? 

Well, they have got 17 million dollars in the 
budget next year. \·:e ought to pretty near use 
theo up . 

I don't know whether that i s t he right thing to 
say. 

Is the President going to see this? 

No . 

It is all right to curtail our o1m non-defense 
expentitures, but to recommend that the state 
and local governments do the same thing is 
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getting a little out of our field, isn't it? 

Don ' t we always? 

We get criticized for it, too. That is why 
we are always in trouble. (Laughter) 

Don' t you like it? 

Sure, it is all right. 
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Old Ed is getting a little sensitive. I ~k~n 
saying all the time, "That man Foley is s · g 
his head again . " 

Everybody at the press table VIa& asking which 
one is Foley. 

That guy shaking his head. That fellow with the 
shakes up there. (Laughter) 

Well, I kind of like that . 

There is a technical question i.nvolved in it, 
that the Secretary is talking to this Committee 
and they have nothing to do with that . 

liell, you could say, "It would be a good thing 
if the state and local governzents woula con­
tribute to national defense by lici.tin&, and 
so forth." 

I also believe--

How about saying, "It would be a good thing if 
the state and local governments would contribute 
to national defense by eliminating from their 
budgets all non-essential items"? I don't get 
mucli enthusiasm, do I? 

I en with you, Dan. ;t 

I 
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It nould also help? 

I will tell you, Dan, there is just this thing. 
I think this thing of the state and local 
government expenditures or contributions toward 
national defense is a subject almost in itself. 
Vie kind of throw it in here as a - I think we -
if and when they adoi t there is a shortage of 
steel and that kind of stuff, I think somebody 
is going to have to say something about it, 
but I just wondered if one sentence, without 
going Ulto a lot of explanation, would do. 
Paying my respects to state and local govern­
ments and their expenditures . 

I am· just thinking of elimi.nating the ex~p­
tions on the state issues. Thel aay first 
we can't issue any more obligat ons that are 
exempt from taxes, and non they tell us that 
we can't have any more public Ylorks while this 
program is going on. 

What they ought to do ie cut down their expenses 
and cut dovm taxes during thie period. 

I knon, but we are a little paternal, aren't we, 
in telling them that? 

That is what TJe ought to be. That is Tlhat we 
are here for . Don't you think those tunnels 
up in !lew York ought to be cut out . 

It is certainly right to do it if we don't 
have funds . 

It is all ri&ht t o do it in a non-election year, 
though. {Laughter) I would take it out. There 
is one thing here. Make certain that no more 
is granted- -

llo more funds are granted. 
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Oh, you put that in. O.K. 

"Savings bonds and savings certificates." 

Is this new'? 

tlo, t his is new still . This is same of Pro­
fessor Odegarde's stuff. 

I haven ' t seen this. 

You have seen some of i t . 
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"In ~iew of the enlarged prograo facinc the 
Treasury, it is desirable to have greater 
flexibility in the types of securities which 
may be offered to meet the requirements of 
various classes of investors . Therefore, this 
bill further amends the Second Liberty Bond Act 
so as to broaden the authority under which 
United States Savings bonds are i ssued and to 
frovide for a new class of security to be celled 
Treasury savings certificat es.' The statutory 

limit on the term for Tvhich Savings Bonds may 
be issued woul d continue to be twenty years, 
as at the present, 1·:hile a limitation of ten 
years r.ould be pl aced on the 7reasury savings 
certificates . " 

Zxcuse ~e, does everybody a~ree that is ~at 
we are goin~ to call them, Treasury savill&S 
certificate ? 

In the bill they are called "Treasury savings 
certificate." 

I think so . I have got the bill her e. 

It is all right with me. I just wondered. 
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You oan call them anything later, can't you? 
Give them a nickname? 

"Savings certificates." 

Not "Treasury savings certificates", just 
"Savings certificates"? 

\'/ell, we would put that on. Other bonds in the 
Liberty Bond Act, we called them Treasury bonds. 

Use "Savings bonds" and use "Treasury savings 
certificates . • 

O.K. 

"It would also provide that both classes of 
securities may be issued on an interest-bearing 
basis, on a discount basis, or on a combination 
interest-bearing and discount basis, and that 
the Treasury may fix by regulation the amount 
of Savings Bonds and savings certificates which 
may be held by any one person at any one time. 

"In addition, the Treasury would be authorized 
to issue stamps or provide other means ·to evi­
dence payments for Savings Bonds and savings 
certif icates, and to provide for the exchange 
of savings certificates for Savings Bonds.• 

Did Marriner and Sophia approve this? 

Carriner did. tarriner v~ote a long letter 
that under the broad authority of the act he 
was sorry he didn 't get a chance to see the 
bill before it was introduced, and the only 
thing he hoped was that sentence - do you 
remember in the first draft? I expected you 
would miss it . When it said the market was 
so variable in December that it afforded the 
Treasury an excellent opportunity, and so 
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forth, and I said, "Don't worry we had taken 
it out before you got to it . " 
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And he didn ' t see the bill before it was intro­
duce.d? 

He is sorry that he didn't see the bill because 
he thinks it is important that you have broad 
enough authority to make special deals with 
insurance companies and other people of that 
type, and I told him I thouttht we alree.dy had 
that authority, but I waan•£ certain that you 
would use it. 

I would be pretty hard pressed before I would 
use it . 

I told him we already had that authority. His 
counsel didn 1 t think we had. 

How about my counsel? 

He thinks we have got authority. I am speak­
ing for him. I haven't asked him. 

He is telling me, he ia not asking me. \'.'ell, 
he told Bennett Clark that he agreed with me 
when Bennett said he would rather have his 
opinion than mine, so it ia O.K., I will take 
it. 

We work together. (Laughter) 

"This would permit the Treasury to carry on 
a program sCIILewhat similar to the war savings 
and Treasury savings certificates program dur­
ing the World War, programs which provided 
means for popular participation in the financ­
ing of the \'lar through saving small amounts, 
and at the same time were effective in raising 
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subatantial a.ounts of tunaa 41reotlJ !roa 
the innating publlo. 1 

Through aaviluts -11 bonda? Go ahead. It 
that fs satislaotor, to eTtrfbodJ el ae it ie 
all right. ' 

Through mall amounts sana. 

Through amall aavinge. 

1'hat probabl7 would be better, woulcln't it? 

Do 70u han to bring in the War there? 
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•Ana at the same time were effective in rais­
ing substantial amounte of tunas directl7 froa 
the investing public.• You mean leave ~tall 
that? 

By using 1917 or staething like that . I am think­
ing of somebo4y hopping on the war analogy. 

Do you want to lean out World War? 

Doe an 1 t bother me. Doea it bother you, Odegarde'l 

No . 

~ this connection, the Trea1U17 wiahes to be 
able to offer Goveruaant securities of a charac­
ter which should facilitate and encourage 
thrift and savings. We hope that a substantial 
part of the defense program !or which we have 
to borrow tunds can be flnanced out of the real 
savings of the people. 

"One of the moat important aervices the Javiou 
people can render at this time is to ooopePt.te 
in '!~lJing the means for national defenee, 
We o t to make it possible for workers and 

• 
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farmers no leas than bankers and business men 
to contribute to the finanoial needs of the 
Government, not only through their taxes but 
through their savings as well." 

This is new. 

Just one second, please. O.K. 

"I am therefore asking for authority to issue 
securities on such terms and in such denaminll­
tions as will enlist supprt !r~ the largest 
possible number of subscribers. Th.ere is no 
reason wbf a substantial part of the savings 
made poss1ble by the current increase in 
employment should not be conserved by invest­
ment in United States Government securities. 
The small investor who puts his savings in 
Government securities will in this way contribute 
not only to national defense but also to his own 
individual security." 

Just to digress a minute, this Yrs . Maloney was 
dc1m fran the New York Tribune. She, all Sunday 
evening, was trying to fill me up. She has s~e 
plan where, over tha normal nge, the factory 
ehould pay a difference, as she put it, between, 
sar, eight dollan a ~1 that a man might t:et 
and the $25 a dar, the difference be paid 1n 
Government bonds which would not be cashable 
until the emergency was over. 

That is similar to Douglas Brown's. 

Douglas Brown has got some plan along that line. 
A.t least he wants to talk a lot about it and 
work it in some way. 

Who is he? 
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Princeton. 

Oh, yes. 

Thinking o£ some form of dismissal wage in the 
end. It is very good. 

I think there is somethi ng in it . It makes an 
easy way to--

Hasn' t Dougl as got another initial? 

J . Douglas Brown. 

"There e.xists in the country today an over­
whelming desire on the part o£ nearly every 
man, women, and chil d to make some direct and 
tangible contribution to the national defense . 
Somehow we ouiht to give them a sense of 
personal participation beyond that which comes 
£rom doing their daily job . faithfully and well." 

\'lhy say, "Somehow"? Why not leave that out? 

That i s all right. 

How about that? 

~e ought to give th«n a sense of--" 

Odegarde? I take it, it is yours . 

I am not particularly--

Do you think it is an lmprovsent? 

I thought of it in terms of means, that is some­
how, by some means, we ought to." It doesn't add 
anythillg to it to say, "Somehow. 

I think~ ought to--• 
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I think ''I.e ought to" is just a little more 
positive . 

Yes . 

"\':a ought to." 

136 

Ri~ht, and "This is how we are doing it", not 
"Somehol7 l>e are doing it", "This is ho1·1 we are 
going to do it. " 

I s it agreeable to you to l eave out "Sonehor:. " 

All right, cross it out . ••,;e ought to .:;ive 
the::! • II 

"Every day letters come to me, as I am sure 
t hey do to others , from people who, regardless 
of partisan affiliation or economic position, 
ask, ' '.\'he t can I do to help? ' Our plan to 
offer securities in varying denmninati ons at 
a fair rate of interest in an atteJapt to answer 
this question . I can think of no other sin:;le 
vray in which so many .peopl e can become partners 
of their Govern.;nent in facing this emergency." 

I am not sure, \':alter, that this next change 
ought to go in. \'ie haci it, "It is the purpose 
of the Treasury to raise money for national 
defense by methods which strengthen the na­
tional morale", and Ylalter put in, "Under the 
provisions of the pr esent bill, the Treasury 
could rai~e m~ney for national defense by 
l:lethods l'Thich strengthen the national morale. " 
I am not sure we couldn't do it without the 
bill. 

I like this sentence, "It is the purpose of tho 
Treasur y to raise money for national defense 
by methods which strengthen the national morale . " 
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I don ' t get the significance of the rest of it. 

Ylell , I think that is implied anyway, because 
we are appearing in support of the bill. 

If we don't need it, I want to go over this 
last part because this is all new to me, but 
I like that last sentence. I want to go over 
the last part once more . Just finish reading 
it. 

It didn't seem to me, \'ialter, it tied in with 
the bill. 

"I am sure the oembers of this Camcittee au­
preciate that it will soon be necessary for 
the Treasury to raise additional funds for its 
own account and also for the Reconstruction 
Finance Corporation to meet expenditures 
under the enlarged National Defense pro~ram now 
under way and that prompt passage of th1s measure 
will §reatly facili t ate the handling of our prob-
lems. · 

Well, I don't know but what Chick is right. 
When I read this thing here, "This would permit 
the Treasury to carry on a program sanewhat 
similar to the war savings and Treasury savings 
certificates program during the World War, 
programs which provided means for popular par­
ticipation in the financing of the War.• Now, 
there is three wars. 

It was just a reaction. 

And all day today I tried to keep mentioning 
that I didn't want this country to go to war. 

You wanted ' 18 and '19 in there instead of 
World War? 
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Yes. 

You oan take out the last one easily enough. 
"Which provided tor popular tinanoing through 
small savings. • 

You could cut the whole business out. 

You could cut out thAt intervening sentence, 
~ould rermit the Treasury to carry on a pro­
graa which provides means tor popular partici­
pation. • 

What ia that? 

Drop out three of the ware by going frCIIl the 
top line, -which would permit the Treasury to 
carry on a program," ana then drop down--

~Vhich would provide--• 

• •• •• means for popular participation--" 

" .... meens for popular participation--" 

• •• •• through small eavings • " 

• •••• through small savings. " 

I think thAt will be good. 

"And which will at the aeme time be effective, • 
or do you want to leave thAt out? 

"And at the same time would be effective--• 

" •••• in raising substantial amounts of funds 
directly from the investing public ,l' 

Read it once more, Dan. 
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'~his would permit the Treasury to carry on a 
program which r1ould provide means for popular 
par t icipation through small savin~s and at 
the same time would be effective 1n raising 
substantial amounts of funds di rectly from 
the investing public." 

I like it . That is a big improvement on i t . 
'.'.'he.t do ;rou think, John? 

Yes, I a~ in favor of that change. 

~11 right. That is all rij;ht nov;. !!on, that 
sentence, " !lot only throu~;n thei r taxes . " 
Thet doesn't just - it is the taxes that they 
pay, isn't it~ Is that clear, "J:ot only 
through their t axes"? 

Tax payments, you mean? 

So:r.1ething, yes . 

Tax contributions? 
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Some~hin~ . I just don ' t think it is all right 
the wa'J 1t is . 

·~:ake it possible for them to contribute not 
only through their taxes but their savings as 
t'.'ell . II 

Do you think it is all right ? 

I think tax payments would be an improvement 

It would help me a little bit in reading it . 

Yes, I think it would, sir. 

r:ould i t improve it if you said, "l1ot only in 
payin~ taxes but by investing their savings 
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as well"? 

Not quite as smooth, I don ' t t hink, Dan, 

O.K. , tax payments, is it? 

I think so, 

"Possible number of subscribers" or "possible 
number of people"? 

"Subscribers", anyway, isn't i t ? 

They are subscribers. 

Ia that what the;y are? 

1.40 

It wouldn't read smoother if you took out pos­
sible, would it? 

I don ' t care. Are they subscribers? I suppose 
so , It is all right. Well, you have got two 

"possibles" there. "Largest possible number" and 
then "the}' made possible." Let's cut out one 
of those 'l>ossibles." 

"The largest number.• 

Let's cut out the word "pouible.• 

Yes, 

Instead of saying, "There ie no reason why," 
why not put it in the positive side, "There is 
every reason why'.'? 

Yes, I think that is an improvement. 

How about that, "There is every reason why"? 
Wha t 'l What do you think, gents? 
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O.K. 

What? "There is every reason why a substan­
tial part of - substant ial part of the sav­
ings made possible" and so forth . ·Do you think 
that is all right? 

"Should be considered." 

"There is every reason why." 

~uch, much better. 

"The small investor puts hie savings in Govern­
ment securities" and so forth. Now, if you 
want to say this, "Every day letters come to 
me, as I am sure they do t o others" - I would 
like to leave outi "reg$rdless of part~san affili­
ation. " I don't ike that. I would like to 
leave out "r egardl ess of partisan affiliation 
or economic position." How about that, Alllherst? 
I am l ooking at two fellows. 

It is all right . Some one might ask you, though, 
if all these letters are from Democrats and 
people on WPA. 

l.ell, they might say - but I don ' t think they 
would think in ter.M8 of D~ocrats or Republicans, 
and I don 't like to put it in their minds . 

I think you are right, sir . 

You know who the minority leader is of this 
committee? Your Congressman from up there. 
Treadway. 

Oh. 

And he never thinks of partisanship. I think i! 
we jua't lean that out. "Every day letters come 
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to me , as I am sure they do to others, from 
people who ask, "What can I do to help?" 
I think that is better. \That do you think, 
gents? 

I wonder if we need to gut in that "as I am 
sure t hey do to others . 

I don't think you need that, either. "Every 
day letters came to me from people." Let ' s 
l eave out "as I am sure t hey do to others." 
Do I get those letters? 

Yes, you get a lot of tham. 

I was just going to ask. 

A 12 year old boy wrote to you about it. 

1.42 

You (Schwarz) have got two and you (Kuhn) have 
got one, O.K. 

We really get a lot of letters from people who 
helped in the last campaign and want to help 
this time. 

Helped in what campaign? There ia only one I 
can remamber . 

The old politician. 

And ther wouldn't be writing to Dan now, would 
t hey? {Laughter) 

Ed, you are thinking of a campaign on the 
capital seas. 

I would suggest changing the next sentence. 
"Our plan to off er securities suitable to 
requir ements or Tarious classes of investors. " 
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I think "within the means of all classes of 
investors" more clearly conveys what you 
intend to say. 

I think that ia a good one. 

1.43 

·~thin the means of all classes of investors.• 

That is good. 

That isn't quite, because you can get any 
denomination o! almost any t1}le of securities. 
this other thinf ia - they han difterant 
investment requ r1111enta. 

Well,you don ' t talk about an investment suit­
able to the requirements of somebody who can 
only save about $10 a week. 

You mean just saying, "In various denominations"? 

Well, it is more than that. 

I know. 

We struck out that, Professor Odegarde, •vari­
ous denominations at a f&ir rate of interest.• 
We were afraid that would haunt us a little. 

Well, I don ' t care, you can fix it up. 

"Offer securities within the means of all classes 
of investors . " 

That h too simple a statement . One could bu1 
a 25 dollar bond and one a so and so, and you 
are issuing up these different types of savings 
bonds, for example. Somehave a discount basis 
and some with coupon. That ia to meet an in­
vestment requiranent. 

Regraded Unclassified



Sulli V&ll: 

Bell : 

Kuhn: 

Sulliv&ll: 

H.!l . Jr : 

Kuhn: 

Bell : 

H. ·.: .Jr: 

Kuhn : 

11 .!.:. Jr: 

Kuhn : 

H . ...: .Jr: 

Kuhn: 

ll .I:..Jr: 

Kuhn: 

Bell: 

Kuhn: 

- 31 -

That is right. 

This other is more nearly correct, "suitable 
to the requirt~~~ents . " 

144 

·~ore attractive to all classes of investors.• 

Yes, that carries both of them. That is good, 
Ferd. 

What i s it now? 

"Securities attractive to a.ll classes of in­
vestor s. • 

Very good. 

Now this next sentence, I think, is a. little 
clumsy. "I ca.n think o.f no other singl e Vlay 
in which so many peovle can become partners 
o.f their Government 1n facing this emorgency." 
I wish somebody would improve tha. t. 

I like thnt sentence very much. 

You do? 

Yes, sir. 

Is that so? 

Yes. 

Wa.nt to ma.ke something of it. {Laught er) 

I think it sounds swell toward the end of your 
statement. 

We have got a lot of partners peying taxes . 

I t sounds like Winston Churchill when he says, 
"So many owed, so much to so few." Do you 
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remember? 

About the air corps? 

The RAF . It had a eood ring to it . 

I see . "I can think of no other sin~;le way in 
l:hich so many :Jeoole can become partners of 
their Government.'' All rir;ht , you have dor.ned 
me. I ~not fair oeat t onight . 

rntional unitJ rat!ler tha."' national more.le, 
i ~n 1 t it? I O.on 1 t kno11, it doesn 1 t uake any 
difference . 

•.:e had to have so:~e morale in this staienent 
today. 

I r:ould like this l as t sentence to be a separate 
pnra!:raph. I r1ould like it to stick out, unless 
1t is bad construction . 

It i s never bad construction . 

I like it to stick out, "I think it is the pur­
pose of the Treasury - " that i s kind of a plat­
form. I like that. 1/ow, di d I go over t his 
last thing? 

This VIas in before . 

\.ell, hell, Bell - hell's bells . ·:,e have told 
them 28 billion dollars at the beginnin~, and 
then ·::e end on this . I don 1 t think this is -
I nould like to end right here. 

That is what \7e calleii a snnppcr . 

'.lhe. t '? 

Thnt l ast . 
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That isn't a snapper, I take it. No . I like 
that paragraph, that last sentence. I would 
end right there . 

I like it, too. 

How about it, gentlemen,"It is the purpose of 
the Treasury to raise money" and so forth? 

You can say what is in the last paragraph, 
"Appealing for speed durlng the questioning." 

Well, another thing about that, they might say, 
"Well, now, let's see. This is the 27th of 
January. Wtq the hell weran 1 t you and Sulli­
van up her long ago?" (Laughter) 

It will be all right if they include you. 

They are going to say, "Sullt, r1hy weren' t you 
up her e a l ong time ago? " 

We have got something, you know. VIe say, "I 
am sure this Committee appreciates the impor­
tance of prompt action in this connection so 
the Treasury can take steps to refund the 
large - • 

I know you do. 

You remember the other night you said, ~we 
ought to put something ln about RFC. 11 Of 
course that is no more important than Treasury 
borrowing. The most important thing you have 
got is the refunding of it JJarch 15. 

Personally, I don 't like to end on that last 
note . I like to end on this other not e. 

It is out. 
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O.K. Now, do you want to go back to Foley 
at the beginning where he was upset? 

I am not upset . 

Well, you argue with him (Bell). I am going 
to take Stewart in the other room. Do you 
(Stewart) want to come in here for a mi.nut e? 

Yes. 

(The Secretary and~. Ster.art left the con­
ference.) 

There is nothing in here about the kind of 
campaign that this will bring, that is, no 
coercion, no intimidation, no high pressure 
stuff. All that can wait until some later 
statement, can' t it? 

It was in there. 

14.7 

But we don't really need to tell Congress now 
what kind of promotion campaign we are goi~g t o 
run. 

That is up to the Treasury. That is a technical 
financial--

It might put ideas in their head. 

You cover that at the end, about the morale. 

The only thinr" that covera it is where you say 
"democratic f nancing. • 

That is right . 

That is t he only descriptive note about the 
whol e t hing. 
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What you are thinking of, Ferde, ia the whole 
speech in and of itself, isn't it? 

That is right. I think it is good to keep it 
separate . I knew it wae in originally, and I 
wondered. 

1.48 

It is germane, but it isn't significant in this 
particular discussion. 

I think I agree with you. 

You are asking th1111 for legislation and not for 
guidance as to procedure. 

Don't give away your--

Of course, the question may came up, and you 
can meet it if it comes up. 

What if they ask questions about it? 

Oh, we will--

Someone asks, "Are ~ou going to repeat the 
War savings stamps? 

tl'e have no such intent . 

Or the Liberty Loan? 

We have studied. those and profited by their 
experiance . 

Yes, I think that is good. 

Dan, I really believe that whole sentence can 
come out. 

Vfuich one is that? 
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At the bottom of page three . 

"I t seems clear, t herefore, that in order to 
make it possible for tho Treasury to pursue 
this objective , the provisions of law author­
ized in the i ssuance of four billion dollars 
of short-term public debt obligations r.hich 
rtoulc! nol'lllally be taken by the banks should 
be repealed." 

And you talk about incr easing the debt limit. 

' .. ell, that is--

·.:ell, I knor., but lool:, George, ;;ou ;;o right 
over on the next page. 

/~d say that again? 

Sure . 

"The bill proposes to amend the Second Liberty 
Bond Act, as amended, so as to limit the face 
amount of ~ublic C.ebt obligations issued under 
the aut~orl ty of that J.ct to an amount not to 
exceed in the aggregate $GS,OOO,OOO,OOO out­
standing at any one time . Tnis provision as 
r.ri tten will repeal section 2l(b) of that Act 
which authorizes the issuance of $4,000,000,000 
face mount of t:ational Defense notes . " 

How many times are you going to repeal it? 

That is another one. 

\,'hat we had was his oral statement and then 
a discussion of the provisions . 

Then they .,..ere combined toget her . 

Then you e;et dorm there again. "It also repeals 
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certain proTiaions of the first Revenue 
Act of '40, which aets up a special fund 
to consist of earmarked taxes for the re­
tirement of 1n1 obligations iaaued under 
the National Defense debt limitation of 
$4,000,000,000 •• 

That ought to keep it repealed. 

That ought to take care of it, three times 
in two pagea . 

I_ didn't sanae that it was a triple repeti­
tlon. 

I knew it had been repeated, but I thought 
ma;ybe ;you wanted it. 

It is, isn't it? 

Yea, of course it is . 

1.50 

Well, ;you see what we had at tho beginning was 
a general statement of what was before the 

. Treasur;y, and then we went into discussing the 
proTiaicna of the bill, and .tcds;y when we shifted 
it all around we got the provisions of the bill 
in with the ganeral diecuuion. 

Jlerged it in same plaoea, and there ia still aOIU 
duplications. Thie ie one epot, I think. 

Then I think ma;ybe the whole thing ahould c011e 
out down to and including the 45 billion. 

Yea. 

You could ea;y, "It would apj!jr advisable to 
increase the feneral debt 1 tation to an 
1111ount lllffic ent to enable the Treasur;y to 
aeet all its financing. • 
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Well1 maybe you could leave it there, Ed, and 
cut 1t out over in one of these other places 
because right there it follows that argument: 
It makes the purpose of that argument--

! know, but you are talking about the proposed 
bill here in the next two pages. 

Yes, the first is more general. 

Just before that you say, "It is highly desir­
able," and then you say, "I t ia imperative. • 

Oh, you have got it another time, four tices. 

Do you think we will get it repealed? 

If we don ' t, it won't be because he didn 't 
mention it . Do you see there, Dan? "Issued 
short term things as specified in the contan­
plated - first Revenue Act of '40. " 

He can say, "I do not believe it would be ad­
visable to undertake it . 11 

Dan, I think you can cut that whole business 
off, right to the bottom of the page. 

Well, the one sentence--

! think right there, "In such times,• that can 
come out, and I think "The deficit figures 
indicate that the general limitation of 45 
billion must be increased, " that could come 
out . 

Are you going to cut out that sentence begin­
ning with "In such times"? 

Yea . 
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(The Seoreta17 and l.!r , Stewart reentered the 
oon! e.t:ence.) 

I thou§ht 10u were going to cut out "It seama 
clear, 

Oh, 1ea, 10u are right. 

152 

This is a statement ot general principle aa1ing 
that in times like thia it is not onl1 desirable, 
but it is highl1 imperative. 

Well, I am counting on aomebod1 tor a reading 
cop1 tomorrow. 

We will get it . 

There is a car outside, I think a Buick, trans­
portation, 
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When I aopeared before you last spring at the time the first 
revenue bill of 1940 was under oonsideration, the National Defense 
program then before Congress was less than $4,000,000,000. I 
pointed out that on the basis of that program the balance of 
the borrowing authority under the general debt limitation of 
$45,000,000,000 would be dangerously depleted early in the 
calendar year 1941. In vi ew of this situation, Congress pro­
vided ln the first ltevenue Act of 1940 for the issuance of not 
more than $4,000, 000,000 of short-term obligations to raise 
funds to finance the National Defense expenditures. The s ame 
Act orovided additional taxes, moat of which were intended to 
be used to retire wi thin fiYe yea.rs any such obligations iaaued 
under this authori ty. As I reported to you, t he provi sions of 
the bill then pending before your Committee were sufficient to 
meet the si tuation as it existed at that t ime, But since that 
t ime the situation has undergone a radical change. 

Debt Limitation 

The balance of borrowing authority on January 1, 1941, was 
$667,000,000 under the general limitation, and $2,764,000, 000 
under the National Defense limitation. These combined balances 
provide the Treasury wi t h borrow~ng authority sufficient only 
for the next three months. I am therefore appearing before 
you today in support of H. R. 2653, which raises the debt limit 
of $65,000,000,000, nrovides for the elimination of the parti tion 
in the debt limit , provides greater fl exibility in our financing 
ooerations, and pr ovides t hat the income f rom all future issues 
o? Government secur ities , both direct and indirect, be subject 
to all Federal taxes . 

Our contemplated Kational Defense pr ogram, according to the 
1942 Budget, just submitted, has now been increased unt i l it 
aggregates approximately $28, 500, 000,000 in appropriations, contract 
au thori zati ons, and recommendations. The estimated expenditure 
programs included in this .tludget will result in combined &licit a 
for the fiscal years 1941 and 1942 of more than $15,000,000,000. 
I do not belieTe that it would be adTl aable to undertake to 
finance thi s enlarged progr .. throu~ the i aauance of abort­
term aecurltlea ana their retlreMnl: out of earmarked taxes 
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wi thin a specified per iod as contemplated in the first ReYenue 
Act of 1940. MoreoYer, abort-term securit ies would for the 
most part be purchased by banks resulting in a further increase 
of deoosits. It is highly desirable to noid further increases 
of deposi ts as far as possible and to aome extent this can be 
accomplished by issuing obligations attractive to permanent 
investors outside of the banking system. In such times it i • 
imoeratlve that the Government borrow as much as possible froa 
real savers rather than from banks, It hema clear, therefore, 
that in order to make i t possible for the Treasury to Furaue 
this objective, the proYisions of law author izing the 1sauance 
of $4,000,000, 000 of short- term public debt obligations and 
their reti rement wi thin five years out of earmarked taxes should 
be repealed. The deficit f igures just given also clearly 
indicat e that the general debt lia!tation of $45,000, 000,000 
must be increased. I t would appear advisable to increase thl• 
limit to an amount sufficient to enable the Treasury to meet 
all of i ta financing requirements for the next two fiscal yura 
ending June ~0 , 194~ . I believe that the amount fixed i n the 
bill before you is ample for this purpose . 

The bill proposes to amend the ~econd Liberty Bond Act, 
as amended, so as to limit the face amount of publio debt 
obligat ions issued under the authority of that Act to an 
amount not to exceed in the aggregate $65,000,000,000 outstanding 
at a07 one time . This provision as written will repeal 
section 2l (b) of that Act which authorizes the issuance of 
$4,000,000,000 face amount of National Defense notep . As 
previously explained, this increased limitation will amply 
cover the Treasury's present anticipated financing require.ants 
for the current and ensuing f i scal year s. 

The oroposed bill t erminates certain obsolete authority 
to issue debt obligations which the Tr easury does not need and 
which, therefore, might as well be repealed and eliminated from 
the statute books . The debt limitation fixed by this bill will 
then be all inclusive. It also repeals certain provisions o! 
the f irst AeYenue Act ot 1940, which 1eta up a special tund to 
consi1t o! earmarked taxee tor the ret i rement o! &Dl obligations 
issued under the National Defenee debt lildtation o! $4,000 
Aa previously pointed out, thla 110tlon conatl tutu an unaeturau••• 
restr iction on publlo debt f inancing et a tl .. when the greate1t 
freedom of action ia iaeential. I urge it• elildnation. 
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Tax-exemption 

This brings me to another matter of ~ital i~ortance in 
connection with the financing of the National Defense program 
&nd that i s the tax exemption feature of the debt obligations' 
issued by the Federal Go~ernment and its agencies. I said 
l ast year that if it were within =1 power, I would issue 
National Defense aeries obligations subject to all Federal 
taxes. The discretionaiT authority of the Treasurr to issue 
securi t ies subject to al Federal taxes is conf ined to Treaaurr 
notes with a aaturity of from one to fiTe years. As to all other 
types of GoTernment securities, the law itself defini tely fixes 
the exempt ions from taxation and there ia no discretionary 
authority in any executiTe officer of the GoTernment to Tary 
these exemptions . 

Ordinari ly, the Treasury would ha~e raised in December 1940 
a substantial amount of additional oaah and it would ha~e carried 
out i ta usual program of refunding, three months in advance , the 
obligations aggregating $1,220,000,000 that mature on March 5, 
1941 . However, anticipating that the Congress would consider 
the question of tax exemptions in this session, it seemed to me 
highly desi rable that the Treasury make no further offers of 
l ong-t erm tax-exempt securities until the Congress had had an 
opportuni ty to consider the question again in the light of the 
huge defense f i nancing program before us. I decided, therefore, 
to defer our refunding program and to meet our l..llmediate caah 
requirements through the sale of ahort-tera notes, the inco.a 
from which the Treasury made subject to all Federal taxes, 
pending the decision of this Congress on the question of eli.Unating 
t ax-exem~t ions from all future iaauea of Federal securities. I , 
con! erred with some members of both the Wqa and lleiiDs (;o.U ttee 
ot the House and the ~inance l;ommJ.ttee of the Senate "and explaineil 
to them what I had in lUnd and that in taking these steps it waa 
!Icy' hope that Congress would pro!lptly enact legislation which 
would provide that the income from all future issues of aecuritiea 
of the Federal Gonrnment or any of i te agencies be made subject 
to al l Federal taxes. The program explained to them met with 
their hearty approval. I aa sure this Committee appreciates the 
importance ot prompt action in thia connection so that the 

• 
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Treasury can take steps to refund the large ~!arch 15 maturities 
in advance of that date . 

The proposed bill also provides that all obligations issued 
after i ts effect ive dat e by the Treasury or any agency or 
Instrumentality of t he United States, shall, as to both principal 
ana interest or other gain, be subject to all taxes now or 
hereaft er imposed by the United States . As you know, every 
adl!1inls trat ion for the pa.st twenty year s has recolll!Dended the 
complete elimination of tax-exempt securi ties. The bill now 
before you proposes that the Uni ted States Government actually 
take the f i rst step to eliminate thi s undesirable feature from 
our financing by providing that all future Government securi t i es , 
whether i ssued by the Treasury under the authori ty of the Second 
Liberty Bond Act, or bf any corporati on, instrumentality, or 
other agency of the Un1ted St ates under authority of any other 
act of Congress, shall be sub ject to all Federal taxes . 

I t is part i cularly appr opriate that this step should be 
init iated in connection with the f inancing of the National 
Cefense program. I have just dwelt on the fact that all should 
be called upon to share in this taek . This makes it urgent, 
fr om an equitable point of view, that no subscribers to any 
given class of securi ties should receive preferential treatment. 
This is impossible if some of the securi t i es are issued with 
tax-exem'Dtion 'Privileges which are worth nothing to the poorest 
class of subscribers, and which are worth a great deal to those 
in the very high i ncome brackets. ' Such preferent ial treatment 
to thts l atter class is compatibl e wi th the democrati c f inancing 
of the defense program and should be removed. 

Economy in Non-defense Expendi tures 

At this t ime our whole economy and effort should be 
concentrated on nat i onal defense. One step which t he Government 
should take is economy in Feder al expendi tures . I bel ieve , 
therefore , that all non-defense exnenditures should be reexamined 
wi th a magnifying glass t o make certain that no more is granted 
t han is acsolutely essent ial in the existing circumstances . I 
also t el ieve that the State and local govern. menta should be asked 
to contr ibute to national defense by eliminating from their. 
budgets all non- essenti al i tems , particularly new construct1on 
dur ing thi s neriod of emergency. 
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Savings Bonds and Savings Certtticates 

In view of the enlarged program facing the Treasury, it ia 
desirable to have greater flexibility in the t7Pes of securities 
which may be offered to meet the requirements of various classes 
of investors. Therefore, this bill further amends the Second 
Liberty Bond Act so as to broaden the authority under which 
United States Savin~s bonds are issued and to provide for a 
new class of security to be called "Treasury savings certificates. • 
The statutory limit on the term for which Sninga Bonds may be 
issued would continue to be twenty years, as at the oresent, 
while a limitation of ten years would be placed on the Treasury 
savings certificates: It would also provide that both classes 
of secur i ties may be issued on an interest-bearing basis, on 
a discount basis , or on a combination interest-bearing and 
discount basis , and that the Treasury may fix by regulation 
the amount of Savi ngs Bonds and savings certificates which may 
be held by any one person at any one time . 

In addition, the Treasury would be authorized to issue 
st amps or provide other means to evidence payments for Savings 
Bonds and savings certificates, and to provide for the exchange 
of savings certificates for Savings Bonds.· This would permit 
the Treasury to carry on a program somewhat similar to the war 
savings and Treasury savings certificates program during the 
?.'orld War, programs which provided means for popular participation 
in the financing or the War through savin~ small amounts, and 
at the same time were effective in raising substantial amounts 
of funds di rectly !rom the investing public. ' In this connection, 
the Treasur7 wishes to be able to offer Government securities 
or a character which should fac ilitate and encourage thrift 
and savings. We hope that a substantial part of the defense 
orogram for which we have to borrow funds can be financed out 
o~ the real savings of the people . 

One of the most important services the American people can 
render at this time is to cooperate in supplying the means for 
natlonal defense, We ought to make it possible tor workers 
and farmers no less than bapkers and business men to contribute 
t o the f inancial needs of the Government, not only through their 
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taxes but through their snings aa well. ' I u therefore 
asking for authority to issue securities on such terms and 
in such denominations as will enlist support from the largest 
possible number of subscribers. There is no reason why a 
substantial part of the savings made possible by the current 
increase in employment should not be conserved by investment 
in United States Government securities . The small investor 
who puts his savings in Government securl t i e a wi ll in tUs 
way contribute not only to national defense but also to hi~ 
own individual security. 

There exists in the country today an overwhelming desire 
on the part of nearly every man , woman, llld child to Uke soae 
direct and tangible contribution to the national defense. 
Somehow we ought to give them a sense of personal participation 
beyond that 'llh ich comes from doing their daily job faithfully 
and well. Rvery day letters come to me, as I am sure they do 
to others, from people who, regardless of partisan affiliation 
or economic position, ask, "What can I do to help?" Our plan 
to offer securities in varying dencminatione at a fair rate of 
interest in an attempt to answer this question. I can think of 
no other single way ~n which so many people can become partners 
of their Government in facing this emergency. 

It is the pu.rpose of the Treaeury to raise mone1 for 
n~tional defense by ~ethods which strengthen the nat1cnal 
morale. 

I aa sure the members of this ~omm1ttee appreciate that 
it will soon be necessary for the Treasury to raise additional 
funds for i ts own account and also for the Reconstruction 
Finance eorporation to meet exllendi tures under the enlarged 
National Defense program now under way and that prompt passage 
of this measure will greatly fac i litate the handling of our 
problems. 
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Stnteoent of Secretary ~!or~:ent::&u beJ:oro the CCI!IIllittee 
On \Ta;rs and llcans of the Hcuae or Reproaontati ves , 

Wednesda:f, January 29, 1941. 

\'/hen I appe11rod before you last aprins at tho time the fir st revenue 

bill of 1940 wns under consideration, the Nationnl De.Cense progr""' then 

bo.Coro Consroas amounted to less than .J., OOO, ooo, ooo. I pointed out 

th4t on the basis of t:U:t pro:;rm tho balance ot tho borrOllin& authority 

Wldar tho sonornl dabt lil:d.tation oJ: ..45,000,000,000 would be dangerously 

dsploted onr]¥ in the calendar year 1941. In view or this situation, 

Congress provided in t.'lo J:irst Rovonuo Act of 1940 t or t he issut.nce of 

not :.oro tlwl \.41 00J, OOO, OOO of short- term do1'onao obligations. Tho 

samo Act providod additi onal tD.Xes , htOSt oJ: t·~lioh 1'/Crc intended to be 

uood to rotiro within five ycnrs o.ey such oblications issued under thnt 

authority, I sioe.tod that the provisions ot tho bill then pending 

bo!oro your Conoittco wore sufficient to aoot tho situation ns it 

existed Gt that time , But since then tho situati on has undcrgono ll 

radicnl chanso. 

Debt Lir.t1 tsti on 

Tho belanco of tho borrOllins lluthority on Jc.nuary 1, 1941, wss 

3887,000,000 under t ho gcnoral lil:d.tatior., Md $2, 764, 000,000 under tho 

NationGl Illi'oneo lind tnt ion . Thuso combined belnncos provide tho 

TNnsury with borrOlling author ity sufficient only tor tho naxt tour 

months, ond ovon 1n that period "" would be ercntly restricted in our 

tinencinc oporationll , 
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1 Cll tt:orc!oro appoarin~: bcforo you t.odl\)• in support. or H. R. 265), 

1!!l1ch rusos tho do~t limit to ii65, 000,ooo,ooo, prcvidoa for the 

cllz:d.nation oi: tho present partition in tho debt limit, provides lll'Cater 

!'loxib1lity in our financing operations 1 and pr ovides ttult ttul incomo 

tra'l all futuro issues o! Federal socuritios, both direct and indirect, 

be ~ubjoct. to ell Federal taxes. 

Our conta:~pl.'ltod National lhfonso pr ocro.m tuls n011 been increased 

until it ~~gal.(:o t.pproxltu.t<:}O· ,.28, 500, 000, 000 in appropriati ons, 

contru:t authoriu.tiono, and reca:nendetiona, llccording t o the 191.2 

Ba1.,"0t, just oubuittod , 'i'he csti.a..~tod OxpGndituro progrn.':IS included in 

this Buc!iot '17111 ro•ult in combined doficits !or tl'.o fiscal yco:rs 1941 

Md 1942 of noro t han (il 51 0DO, OOO, OOO. I do not boliovc that it would 

bo odviaablo to unde rtake to i'incnc.: thia onloraod proaror.~ throuah tho 

i asW>ncc of short-tom securities o.nd th4lir r otircmont out of 'oann=lcod 

taxes within 11 specified period tiS contomplotod in tho first Revenue Act 

of 1940. !.:orcovcr, short.- tcnn s~curitios would f or tho aost port be 

purchAsed lrJ Ct:r.:lt.lrcial bc.nkc, t~cro!>y cauaintl a ::urt.hcr increase of 

dcpooits. It is hicllzy desirable t o avoid turthor increases or 

<!cpo3ito as fo.r '"' possible ::nd to &?:10 extent this c<>n be accmplishoc! 

UJ 1ssuins obligations attract ive t o pomanont in'ICatora outside or the 

00nk1nc aystcm. In ti.nl.s such cs th·Jso, H i s icporetivo that the 

Oovornrncnt borr01r ns much as possible i'ra:> real severs r o.thcr than fr<n 

banlts. 

Tho b1U proposes to llr.lond tho Socond IJ.bort.y Bond Aet so ns to 

linit tho fi\Co aoount of public debt obligations issued under the 

authority ot ttult Act t o an amount not to oxcoed in t ho <lgzrogate 
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C6s,ooo,ooo,ooo outstancling nt D1:r'/ ono t1mo. This pr ovisi on ns '111"1ttcn 

11111 ropcal sootion 2l(b) of that Act which nuthorizos tho issunnco of 

"-•000,000,000 race omount of llntional Dofonee notes . This increased 

lio.nntion 11'111 tlllply cover tho Treasury ' s prosont anticipntod fina.nc-

1"6 rcquirotOOnts J:or the currant ond ensuinG fhcnl ycP-rs . 

Tho pr~pouod bill tcrainctos cortoin oboolcto nuthority to i seuc 

~lbt obllen Uons 'llt'.ich tho Trcnsuz-1 dooo not need end which, therefore 1 

ol.i:ht cs woll b> repealed and oll:li:>atcd from tho stctutc books . The 

tuturo borr<IWillS nuthority fix..."<! by this bill ldll thon be all- inclusive . 

U :llso rCp<lUO cortcin provisi"na o£ tho firat Rovcnuo Act of 19401 

r.:uch sots up n spocinl fUnd to conoiat of cnmnrl:od tl).l(!)s J:or tho 

rotir<::,ont of rmy oblieo.ti ons issued undor tho Nntional Dofonso debt 

limtation. 

Tax ll:oa:lmption 

This brinus me to nnothcr r.~<~ttcr or vitlll. il:lpo.rtonco 1n connection 

' llith the fi.naneing of the llational Dofonso pro;l'aa, and that is tho tnx-

O>XX>ptian ioGture or t he debt obll!;<:.tiona o: tho Fcdord Govcnmcnt and 

Hs :.;onc1co, I Sllid last ;;-c= t!:3t i; it noro nithin a:t potoer, I 

w'lll.d 13suo Nr.ti~Nll Dofcnso note:: subject to ell Fcck.rel tm:cs. The 

diocrotionnry e>uthcrity of tho Treasury t o i>JOUO securities subject to 

all Ycdcrr.l tc.xco is confined t o Treasury notoo >lith t. rnnturity of 

froa ono t o tivc yonrs . As t o c.ll oth•>r tYJ"'S oJ: Oovcrnz:~ont accur1t1os, 

tb.l lll" itself dof1n1toly fi;roa tho oXIl:llptions !r<:ll t=tion and t horo 

is no discrotiOCGry authority 1J:I <ley o:xccuti vo or-ticor or tho oo..errcont 

to 'tilly those oxaoptiala . 
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Ordin:>ri~, tl:o Tro.~Sill"'/ 1Tuu1c! htwo roJ.crod in ikectlbor of 1940 

11 ~ub3tMtir.l t.mount of addit ionol eaoh rnd it w uld htwo carried o\lt 

1 tz usucl pro3rM of refunding, thr oe 1o~ntho i n advnneo, tho o:,lig:.tiono 

o!ltlrczntiR3 , 1, 220,000, 000 thc.t r.>nturo on Lle.reh 1S , 1941. liovrovor, 

"'ticip.~tin.! thnt tho Congross 110uld cunsiclcr t:.o qu~stion o;: tax 

exa:~!)tion3 in thio scs:rl.on, i t scc::>ed t o 1>0 hig.'11;r do3irab1o that tho 

Tr::1:;ur] c..~o no ~lh.r offers .,~ l CJ'f'\S-tC1"':1 Uut-cx'-npt accw•i tics until 

t~t C'nuese ll<".d had M Ol>l>Ortunit;r to con~idor t!lo qu .otion t:gD.1n in 

t:~e U~:~~ o. t:Vl l;u::c <l.:.i'cnsc fin..-nclns pr~~''-'"1 bc:orc: us . I docidod, 

t.:t'l"\,;i"tJro, to dc.i'...-.r oor rc£\md:i.n:; ?T.:>:ITllll :-nd t t:J uc~ .. t our i.""Y.lCdictG 

cr.oh 1'\.--quiro::\o.nt c t!U""UCh the s elc o; ohort.- tor:1 n'Jtcs, the inctzJc f'roc 

~::•.ieh tho Tr"lOUl"J 1mdo subject to r.ll Fcdcrnl tr.xos, pc.nding tho 

dcci3ion o~ t.~ds Congrmnl on th·' c.:u,cti on :J! t.llN.Mtinc to.x-c.xunpti ons 

i r ?:l nll 41lturc issues of Fodcrr.l occuritics . I eon!crr<;d t'lit h sonc 

"'~ rs or ~ho House Md o: tho Scm.to end oxp~\incd to t hcLl tlbnt I had 

in ::lind <.nd t!>Gt, in tcl-:in!: thcso !Ito;>:~, it 'Ill" uy hJpo thl\t Congress 

,.JUld ;n-;npt~ enact lc!;isl.~tion -;Luch uould provide tll::t t.'lc inc:ao 

fr'<l Ul futuro iesuos vf ac.curi ti<>n oi' t ho Fcdor:.1 0 • ..:: """'nt or c.n:t oi 

its :coneios bo r~Cdo subject t c t.ll F"ck' rn1 t.c,.'( .a . Tho: progr:>::~ c:cploJ.ncd 

tJ t""" :xt rlith their hc<1rty 11p:>rovc.l, 

Aa Y<>tl kno"• OV'J 'r'/ ndui niotratbn i':>r t!tc pe~~ t wenty yno.rs has 

rec~ndod tht~ c<r.~plotc oliminaticm o£ ti'IX-,,xonpt cocurltics, r;,c bill 

n~w bor~rc you proposes thnt thu Unito<! Stlltcs Oov. rnt.lcnt r.ctuall,y tn!<o 

t~.., first s top t o climino.tc this undcoir:>blc ro.·,turc ::rcc our finan~ . 
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It 10 p~~rticulArly nwroprlc.t.:> thAt this et..p ohould bo initi:1tcd 

in cor.nocticn .:ito> t••~ fin.oncinl of tho Nc.tionnl Dofcneo pro~tTan. In 

tiiWlCin« this progror.t all should be ct~llcd upon to ell.nro in this tcsk. 

Tide l'lclcos it urgnnt 1 :fra:t "" cqui tablo point of vi ow 1 tllc.t no 

subscribers to ~- ::1 von closs or sccurl tice ehoulcl Ncoi vo prcfcronti::l 

trcAt.tlent. This is l.Jnpossiblo if scrJO -:>f tho s~curitics Arc issued 

'llit!t tcx-cxoc.ptio>n prl vi loges nhlch oro worth noth:l.nc to the poorc:rt. 

clLss ot subscrlbors, end t.hl.ch "-"" uorth n crcet dc4l to those in tho 

vory hi :;II inc .JIC brackets . Suc!t proforcntiel tl'C4tmnt t > this latter 

clsaa is inc.x>pntiblo with dc::locr::ttic f1n<>r.cinc of tl'.o defense progra. 

ll!ld should bo rooJVOd, 

I :o ouro t!rl.s CO<T.dttco npproci .l;cs tho il:lportnnco '>f prc:npt action 

in this connection so t!'lnt tho Tr~nour-; cnn tcl<o stopn to r efUnd tho 

lnre<> lltlrcll lS ooturitics in c.dvnnco or thl:lt dnte ~ 

Eeon?CII' in Non-defense &monditur<ls 

At this tim our -:.t>Jlo oconoey- e.nd effort should bo concentrated on 

Mticnal dc:ONIC. Qlc step llhich t!to Oov.>rmont should tcl<o is cconoey­

in l'. dor:U cocponditurcs . I bollcvo, tltcrof'oro, that all Federal non­

clo!onso expenditures should bo rcoxa::lincd vith " DD.cni!'ying glass to 

L\Oko certain t!tc.t no nor a i'lmds arc grnntod tllt'.n nro t~bsolutoly essential 

in tho oxioting circu.."lStnnccs , 

Savint!3 Bonds c.nd Stlvinas Cortificntos 

In vio'lt of tho onlor f:Od pro,'lrn::t facing tho Trooaurr, 1 t is deaii'IIble 

t o ~.11-.e groator flexibility 1n tho typos or aocurlt.ics Yl!lich r:JJJ<I bo 

cffored to ac;ot t!lc roquirol::lcnts or 'IUious clnsaos of invoat ont. TbA>ro­

foro, tbl.a blll :urthcr m:tends tho Scc'llld L1bo!'t7 Bond Act so os to 
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bro:>dcn t.!\0 nutt~rity und~r '~lich United Sto.too S:lvinro B~nds aro issued 

&nd t v pro'iido !or n new c l ass oJ: see uri ty to bo eo.llod "Trocsur-1 

an'iin(:a cortificntos," Tho stntut ory limit on tho ton.1 for which Sn'iinao 

8'\lldS 01"1 bu i~su~d w~uld c ontinuo to bo tr10nty yonrs , no nt tho 

pr<lscnt , Tlhilo c. llz.lito.tion 01' ten years would bo plncod jn the Troesury 

sov1n:o cn!'l.ifientos. It would .:Uso prc\i.clo t !lat both closscs of 

o•curiUes nc,y be issued on cn int.orost-be:ui.ng bcois, c'l1 a <llseount 

b.u>ia, or on :1 c.lrlbinnti:m intorcst-benrine o.nd discount bc.sis, end thnt 

t he rroesury ocy !"ix by rcgul.;lti.>n t!lo mo1U1t o! Sa'iinss Bonds end 

ll<lVinca eorti!icc.tos Trhich o:J.y bo hold by o.ey •mu pors.m c.t cny ono 

ti:.\0, 

.In ndrlitian, thu Tt'l>:lCury \tOuld bo t~uthorizod to issuo ot<>nps or 

prllvido ot!\(,r r:u.:ans to cvic!cnco :X..yT.\crltS l or S:\vinas a~ndu and savings 

cortl!'ico.tos, and t \l provi de f'.)r th..: oxc~wnac .;>t so.vingo cortifi~tos 

! Jr &Yin: s D.mds , T!lis \1juld p or.:dt t:,_, Tr<:C.S\1%"/ to e:.rry on a proeroa 

.;nc .urll£1.n:; cor;:: po;rul&r p:lrtieip:ltion in tho fint~neing . In t~is 

C<.C\l\Cction, t:1o Troo.sur ;; rt~h<s t <> be ublo "" offur aoeuritios of " 

eh<.roetcr ...:Ueh sh<>uld l'e>cill t;::to !l.'ld pra:~oto thrift and s11vin8S. lie hope 

th<.t " substc.ntiel p:rt of the do:f'onso procr:...1 :.or Ylhl.ch no hnvo to 

borrow !'undo cr.n bo .finnncod out .>f thn roo.l stWin(iS of the peoplo . 

On~ or tho tlOSt importAnt acr'iicOS the Ar.lcr iCM people CM render 

nt this tl.:lo is to c oopcr ete in supplyins tho :,!<Inns f<>r national dofonso, 

\io >\13ht t o nol<o it poosiblo for \TOTkcrs Md fc.mor a no l oSS t!\rul b<lnkors 

end business '"'n to c•jntributc t.> tllc. fin.'Vlcit.l needs of tho Govcn=nt, 

nlt •ll\l,y t!u-OII&h t!wir tc.x p.~nts but thr'lUjlh their ssvings as lmll. 
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r..c bill t~rotoro provides authority t o isouo aocuritlcs on ouch tcma 

and 1n such danocdnntions as uiU cnliot support trot~ tho lArgest 
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nwbo>' or subscribers . There is ovory ronoon w21:r n substantial part or 

t~o aovincs 1:1Ado possibl e by tho curr<:>nt incronoo in Cf.lpl<J)'Illont should 

bo c.lllDcrvod by invosttlOnt in United Sto.tos Oov;rnr.~Cnt securities. 

The. cr.l4l.l investor •mo put" his savines in Oovorl\l:lCnt securities \lill in 

t~a Wll'J contribute not only t o nntionnl dotcnoo but also to !Us O'llll 

indirldu:.l security. 

Thoro ox1sts i n t:•~ cOWltry todey en ovo,.holainl desire on the part 

of nccr!y conry DM, ,.-=, m~d chilc.1 to Nl<o souo direct and tangibln 

contribution to tho natiotl"-1 dotcnso. li'o cu:;tt to !';iva tholl n sonso of 

persOMl pnlticipation beyond tlult \:hich o ?t>OO fron doing thoir dailY 

job tll.ithfull,y lllld noll. Svury dey l cttoro our.1o t o me troo poopln who · 4Bk, 

"ilh.:lt c~m I do t o hol p?11 OUr plr.n to oft<lr oucuritics attrncti vc t o all 

clossoo of investors i s an nttct>pt t o nns•10r this question , I co.n think 

ot no ot!lcr sinclc TTD'J in Yr!>.ich so norq people co.n bcc<£~C partner s o! 

t:.Cir O~V>n~::~Cnt in fncine this CtlOr(lCncy. 

I t is t~.c JlW'POIY.l or U'.c 'i'rcasucy to rotan aonoy tor nationt>J. cfcronso 

lr; mth~ W:dch st~l'.nn tho nntbMl aornln. 

- oOo-
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When I appeared before you last spring at 

ttle time the first revenue bill ot 1940 was under 

constderatton, the National Defense program then 

before Congress ~ounted to less than $4,000,000,000 . 

I pointed out that on the basts or that progr am the 

balance or the borrowing authority under the general 

debt limitati on or $45 ,000,000,000 would be 

dangerously depleted early in the calendar year 

1941 . In view or this situation, Congress provided 

In the f i rst Revenue Act of 1940 tor the Issuance 

ot not u.ore than $4,000,000,000 or short-tenn 

defense obli gations . 
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The eame Act provided additional taxee, most ot 

whiCh were intended to be used to retire withi n 

rtve years any such obligations tssued under t hat 

aut hority . I stated that the provisions ot the 

bill then pending before your Committee were 

surrtclent to meet the situation as it existed at 

that time . But since then the situation has under­

gone a radical change . 

Debt Limitation 

The balance ot the borrowing authority on 

Januacy 1, 1941, was $887, 000,000 under the general 

limitation , and $2,764,000,000 under the National 

Defense l i mitation . 
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These combined balances provide the Treasury 

with borrowing authortty sutttctent only tor the 

next tour months, and even 1n that period we 

would be greatly restricted in our financing 

operations . 

I am therefore appearing before you today in 

support ot H. R. 2653, which raises the debt limit 

to $65,000,000,000, provides tor the elimination 
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or the present partition tn the debt limit, pro­

vides greater flexibility in our financing operations, 

and provides that the income !rom all future i ssues 

or Federal securities, both direct and Indirect, 

be subject to all Federal taxes • 
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Our contemplated National Defense program has 

now been increased unt11 1 t aggregates approximately 

$2e,500, 000 ,000 tn appropriations, contract 

a>t thorizations, and recommendations , according to 

the 1942 Budget , Just sulln1tted . The estimated 

expenditure programs included tn this Dudget will 

result in combined de!ictts ror the fiscal years 

1941 and 1942 or more than $15, 000,000,000 , I do 

not believe that 1t would be advisable to undertake 

to finance this enlarged program through the 

issuance or short- t erm securities and their retire­

ment out or . earmarked taxes within a specified period 

as contempl ated i n the rtrst Revenue Act or 1940, 
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roreover, short- term securt t los would for the r.:ost 

part be purchased by commercial banks , thereby 

causing a further increase of depostts . It is 

hl(;hly dest rable to avoid fUrther increases or 

de~ost ts as far as possible and to sone extent t hts 

can be accomyltshed by tssuinb obltgat!ons attract!vo 

to p~rranent investors outstde or the banki ng system. 

In ttr.:es such as t hese , lt 1s !r.:perative that t he 

Government borroVJ as much as possibl e from real 

savers rather than from banks . 
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The bill proposes to amend the Second Li berty 

Bond Act so as to limit the race amount or public 

debt obligations issued under the authori ty or 

that Act to an amount not to exceed in the 

aegreg&te $65,000,000,000 outstanding at any one 

tl~e . This provision as written will repeal 

section 2l(b) or t hat Act which authorizes the 

Issuance of $4,000,000,000 race amount or Nat tonal 

Defense notes . This increased l imitation will 

amply cover the Treasury ' s present anticipated 

rtnanctng requi rements tor the current and ensuing 

rtscal years . 
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The proposed bill t erminates certain obsolete 

authority to Issue debt obligations which the 

Treasury does not need and which, therefore, might 

as well be repealed and eliminated trom the statute 

bOoks . The tuture borrowing author! ty !!xed by 

this bill will then be all- inclusive . It also 

repeals certain provisions or the !1rst Revenue 

Act of 1940, which sets up a special fund to 

consist or earmarked taxes ror t he retirement or 

any obligations issued under the National Defense 

debt Umt tation . 
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Tax Exemption 

This brings me to another matter o! vttal 

tmportance in connectton with the rtnanctng ot 

the National Defense program, and that ts the 

tex-oxenptton !eatu.re ot the debt obligations o! 

the Federal Government and its agencies . I satd 

lest year that 1! tt were wtthln my power , I 

would issue National Defense notes subject to all 

Federal taxes . The discretionary authority ot 

the Treasury to issue securt t tea subject to all 

Federal taxes is confined to Treasury notes with 

a maturity o! !rom one to !tva years . 

17 4 
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As to all other types or Government securities, 

the law itselr derinitely rixes the exemptions 

trom taxation and there is no discretionary 

authority in any executive o!!ioer or the Government 

to vary these exemptions. 

Ord1nar1lY, the Treasury would have raised 

in December or 1940 a subst antial amount or 

additional cash and it would have carried out 

its usual program or refund ing, three mpnt hs in 

advance, the obligations aggregating $1, 220,000, 000 

that mature 'on UB.rch 15, 1941 . 
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However, anticipating that the Congress would 

consider the question or tax exemptions in t his 

session , it seemed t o me highly desirable that 

the Treasury make no further otters or long- term 

tax-exanpt securi ti.es until the Congress had had 

an opportunity to consider the questton again in 

the light or the huge defense financing program 

before us . I deci ded, therefore , to deter our 

refunding program and to meet o~r immediate cash 

requirements through the sale or short- term notes, 

the income !rom whtch the Treasury made subject 

to all Federal taxes, pending the dectston ot 
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thls Congress on the question or eliminating tax­

exemptions ! rom al l ruture issues or Federal securities . 
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I conferred with some members or the House and 

or the Senate and explained to them what I had 

1n mind and that, in taktng these steps, it was 

1~ 

my hope that Congress would promptly enact legisla­

tion which would provide t hat the income !rom all 

ruture issues or securities or t he Federal 

Government or any or its agencies be made subject 

to all Federal taxes. The program explained to 

them met with their hearty approval . 

As you know, every administration tor the past 

twenty years has recommended the complete elimination 

or tax-exempt secur1t1es . The bill now before you 

proposes that the united States Government actually 

take the first step to eliminate this undesirable 

rea ture !rom our financing. 
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It is particularly appropriate that this step 

should be initiated 1n connection with the t i nancing 

ot the National De! ense program. In t tnancing this 

program all should be called upon to share in this 

task . This makes it urgent, !rom an equitable point 

or view, that no subscribers to any given class or 

securities should receive preterential treatment . 

This is impossible ir some ot the securiti es are 

tssued with tax-exemption privileges which are worth 

nothing to the poorest class or subscribers , and 

which are worth a great deal to those 1n the very 

high income brackets . Such prererential treatment 

to th1s latter class i s i ncompatible with democratic 

!tnancing or the de! ense program and should be 

removed. 
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I am sure this Committee appreciates the 

importance or prompt action in this connection so 

that the Treasury can take steps to retund the large 

~arch 15 matur iti es in advance or that date . 

Economoc in Non-derense Expenditures 

At this ttme our whole economy and errort 

should be concentrated on national derense . One 

step whtch the Government should take t s economy 1n 

Federal expenditures . I believe, thererore , that 

all Federal non-derense expenditures should be 

reexamined with a magntrytng glass to make certain 

that no more tunds are granted than are absolutely 

essential in the existing circumstances • 
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Savtngs Bonds and Savtnge Certtflcates 

In v1ew or the enlarged program racing the 

Treasury, it iS desirable to have greater flexibility 

in the types of securities which may be offered 

to ~e~t the requirements or various classes ot 

investors . Therefore, this bill !Urther amends the 

Second Liberty Bond Act so as to broaden the 

aut hority under which United States savings Bonds 

are issued and to provide !or a new class or security 

t o be called "Treasury savings certificates.• The 

statutory limit on the term !or which Savings 

Bonds may be issued would continue to be twenty years, 

as at the present, while a limitation or ten years 

would be placed on the Treasury savings certificates. 
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It rtould also provide that both classes or 

securities may be issued on an interest-bearing 

basrs, on a discount basts , or on a combination 

1nterest-bear1ng and discount basts, and that the 

Treasury may rtx by regulation the amount or 

Savtngs Bonds and savings certificates which rr.ay 

be held by any one person at any one tlme . 

In addi tion , t he Treasury would be authorized 
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to 1ssue stamps or provide other means to evidence 

paycents tor Savinga Bonds and savings cert1!1cates , 

and to provide ror the exchange or savings cert1t1cates 

tor Savtngs Bonds . Thts would permit the Treasury 

to carry on a program encouraging more popular 

parttctpatton ln the financing. 

j 
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In this connection, the Treasury wishes to be 

able to otter securities or a character which 

should facilitate and promote thri!t and savings. 

We hope that a substantial part or the defense 

program !or which we have to bOrrow tunds can be 

r tnanced out or the real savtngs or the people. 

182 

One or the most important services the American 

people can render at this time is to cooperate in 

supplying the means !or national defense . We ought 

to make tt possible !or workers and rarmers no less 

than bankers and business men to contribute to the 

r tnancial needs o! the Government, not onlY through 

their tax payments but through thetr savings as well. 

Regraded Unclassified



- 17 -

The bill therefore provides nuthcrity to Issue 

secur i ties on such terms and In such denominations 

183 

as will enltst support f rom the largest number or 

subscribers . There Is every reason why o substantial 

part or the savings rr£de possible by t he current 

Increase ln employment should be conserved by 

Investment in United States Government securit ies. 

The small Investor who puts his savings in 

Government securiti es will in this way contribute 

not only to national defense but also to his own 

lnd!vldual security . 

There ex1sts 1n t he country today an 

overwhelming desire on the part or nearly every 

man , woman, and child to make some direct and 

tangible contribution to the national defense . 
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we ought to give them a sense or personal participa­

tion beyond that which comes !rom doing their 

da ily job taith!ully and well . Every day letters 

coree to me !rom people who ask, "What can I do to 

help~ • Our plan to otter securities attractive to 

all cl asses or investors is an attempt to answer 

this question . I can think or no other s ingle way 

in which so many people can become partners or their 

Government in racing this emergency. 

It iS the purpose o! the Treasury .to raise 

money tor national defense by methods which strengthen 

the national morale . 

-ooOoo-
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Mr. President. Honored Guests, Members of the Bond Club: 

1 am grateful indeed for the opportunity to be witb you 
again, even if only for tbe brief apace of a luncheon time. Por 
tbe past month I have been experiencing tbe ordeal of an 

initiation into a new job in a 6eld that is new to me. So it is 

good to be downtoWn again in a more familiar atmOspbert. 

witb more f.uniliar problema. 

I come to you now not to tell you anything about tbe 
insurance business, in which I am still a neophyte; not to tell 

you anything about tbe bond business, in which you are much 

more expert than I; noc to apeak for the Federal Reserve Bank, 
with which I am no longer connected. Rather my purpose is 

simply to make a few per110nal observations about tbe present 
and future pooition of the private investment market. 

May I, therefore, first outline 110me of tbe objectives of 
Federal Reserve policy in recent years, as I see tbem, witb 

particular reference to their impact on tbe capital market? 

As you lroow, tbe traditioml central bank practice is to 

adopt a "firm money" policy-a policy of res~t-wbenever 
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thuc appears danger of over-expansion and inllationary develop. 
ments, and to adopt an "easy money" poucy,- a relaxation ri 
restraint and the promotion of an ample supply of available funds 
at low rate•-in periods of business recession and deflation. 

Pursuing that general practice the Federal Reserve Systao, 
after the oollapse of the speculative boom in 1929, changed from 
a policy of restraint to an "easy money" policy, whith wu 
pur~ucd with increasing vigor as the depression p~ 
Immediately following the break in tbc stock market in Oaobrr 
of that year, the Federal Reserve Bani: of New Ycrk a1oor 
bought $120,000,000 of goVttnmcnt securities, and the n« 
of dssoount was reduced from 6% in October, 1929, to l}i~ 
in May, 1931. More securities were acquired in 19:l0 >nd 
1931. Then, in the spring of 1932, the Sy&tem bought 
$1,000,000,000 of securities, and in 1933, after the banking cru", 
$600,000,000 additional were purchased. At the conclusion <I 
the open market purchases in 1933, member banks 
approximately $800,000,000 of excess reserves. At that time 
that waa an unprecedented amount which accmed more th>n 
ample to enable the banks of the country to provide wbw 
ever amount of credit might be required to finance ~ 
recovery. 

Since then, exceos reserves have risen to nearly S],('ll),rtAIJ1J 
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due priman1y to the tremendous inflow of gold and silver 
during the past eight years. The eifect of all this bas been to 
depress money rateo to unprecedentedly low levels. As was 
srated in the report of the Federal Reserve System to the 
Congress, which was released for publication on january I, 1941, 
"some rates are well below the reasonable requirements of an 
ea•y money policy, and are raising serious, long·term problem.. 
for the future wcll·being of OW' charitable and educational 
institutions, far the holden of insurance policies, and savings 
bonk acoounts, and for the national economy as a whole.·· 

These low rates have pcnisted in spite of the fact that the 
Treasury bas borrowed approximately $30,000,000,000 of new 
money to finance its requirements during the last ten years. 

It might be a•ked bow an easy money policy was supposed 
to stimulate a recovery through the medium of the capital 
markets. You no doubt know the answer but, in theory, easy 
money or idle money in the bank• should have the following 
results: 

First- A decline in open ma.rket mo~y rates-initially in 
sbort•term rates extending gradually to yields on 
long•term bonds of the highest gradco, first govern· 
mcnts and then other high-grade bonds. 

s 
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Second- A. yields on bigb-grade bonds reach levels W'.attno­
tive to investors, a diversion of investment interat 
to medium-grade bonds and stocka, because cl the 
more attractive yield obtainable on such securitieo. 

Third- A refunding of high interest rate obligations int4 
lower interest rate obligations. 

Pourtb- ll<cau.e of attractive rates available to boctowers, , 
revival ci investment of new capital in industria fur 
improvement and expansion, thus promoting bueinta 
recovery. 

Some ci the developments in this chain occurrecl as expecud. 
Yields on high-grade bonds have gone far below any levels dat 
had been contemplated and much refunding of corporttion 
indebtedness has been done to take advantage of the progressive 
decline in interest rates. But the amount of new capitaliUpplied 
to industry through the flotation of new se<:urities has lx<n 4 
relatively small. Hesitant and intermittent recovery in 1luaineM 
occurred irl the 1930s, it is true, but it attained real vigor only 
in the minor boom of late 1936 and early 1937, and again lin« 
the outbreak of war, especially since the inauguration cl our 
prognm o( defense. 

So, tlie program of "easy money" to acimulate privatt 
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;n,,..rment cannot be said to have been wholly successful. Why 
waa this so and what part did government deficit spending play 
in that program? 

Jn its early stages the expansion of government spending was 
referred to as "pump priming." It was supposed that by this 
method consumer spending would be stimulated and that the 
demand for additional consumer goods would bd to increased 
business spending for industrial plants and equipment which, 
in rum, would stimulate businea recovery and reduce unt:mploy• 
ment. But until the great activity ci the defense prognm 
developed, the transition from government spending to business 
spending did not develop except to a limited amount. Instead of 
tapering olf when busineu recovery appeared to be progressing, 
government spending was maintained at high levels. That is 
one of the difficulties in choosing the path of delicit spending, 
instead of private investment, as a means of recovery. It lacks 
llexibility in that it is usually too slow in beginning and too slow 
in stopping; or else it may fall off so rapidly as to be unsettling to 
our whole economy. No one can fairly question that delicit 
6nanciog and spending by the government provides a necessary 

and proper outlet for idle bank funds in a period of temponry 
depression when private apending does not result in maintaining 
production and employment. But there is an important di!er· 
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ence, on the one hand, between temporary deficit financing thl 
is intended to induce private investment, and, on the other handt 

de6cit 6nancing that is intended to take the place of priV>~ 
investment on the theory that our economy has now nuturtd 

and that private investment bas neither the opportunity nor the 
will to revive. The former I thin~ necessary and deain.ble 00 

political, social and economic grounds; the latter I believe l<l b. 
unnecessary and undesirable on any ground. 

In my opinion, we need not conclude that the original pro­

gram of"easy money" was based upon a fabe premise or that it 
was foreordained to failure. There were unforaeeable devdop­
ments and conditions in rettnt years that operated to pre>'Uit 

its complete success. 

These developments and conditions alfecttd, on the ont 

hand, the ability and inclination of investors to provide new 

c.1pital for private enterprise; on the other hand, they alfecl<l! 
the inclination of business management to assume the risk ot4 
employing additional capital for expansion and improvement~. 

Some of the more important of these developments and coe> 

ditions may be mentioned brieBy, 

First, as to the ability and uicllnation of investors to prov>dc 
new capital for private enterprise. Tbe great reduction duruC 
the put decade in the gross incomes of the wealthy, pb 
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the heavily increased rates of taxation on such incomes, bas 

tended to eliminate a large source of risk or equity capital. 

furthermore, the raising of both income and estate taxes has 
encouraged the investment of large estates in tax-exempt 
securities, thereby further depleting the amounts available for 

undertakings involving risk. 

These conditions apply only in lesser degree to inoomes of 

intumediate siz.e. Tbe proposals to impose still heavier taxation 
on such incomes is a further potential deterrent to the invest• 

ment of savings in securit;es that involve any appreciable degree 

of risk. 

As to smaller incomes, there bas been a substantial diversion 

of savings from such incomes into government channels through 
oocial security and unemployment insurance taxes, and through 

the investment in government securities of large portions of the 
savings of investors which have been deposited with insurance 

companies and savings banks, u well as commercial banks. 

A further deterrent to investment in private enterprise was 

a widely prevalent impression that business was in the "dog 
house." Partly heeause of this impression and probably more 

largely heeause of the unfavorable record of corporation pro6ts 

during the put decade, the incentive to make so-called businew 
I!Wl's investments was greatly checked. In no year~ 1930 
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for which figures are available, has the number of corpor>tiooo 

reporting any net pro6t been appreciably above <10 per Ct2lt of 

the total number of corporations. It is true that tome oompon;, 

especially thoee in rapidly developing industries, have beeo >bit 

to make larger profits than ever before but their experience is ll<lt 

typical. It has been computed that in no year of the 1930s 1w 
the rate of net pro6t on total invested corporation capital been 
much in excess of the yield obtainable on government seauitiel, 

despite the writing down of much capital in depression yan. 

Second, as to the inclination of business management to 

assume the risk of employing additional capital. Here, tht 

increased taxes of oorporations have had an important dftct, 

tending, as they do, to diminish the opportUnity for pront m! 

causing, therefore. greater hesitancy on the part of bwima 

management to enlarge faa1ities. Corporation tax rates are'"" 

much higher than ever before, not excluding the World Waq'W 

of 1918. Total taxes paid to the Federal government, 

with State and local taXes, have exceeded net pro6ts of aD eot• 

porations, after taXes, in every year since 1929. In the m 
years ending witb 1938, all corporations paid a ootal of aboot 

$30,000,000,000 of taxes, Federal, State and local, wbil< their 

net profits (after deducting losses), reported oo the Bureau ri 

Internal Revenue, amounted to not much over $1,500,0C0,001. 

10 

ln addition to these general conditions affecting all business, 

there have, of course, been specific conditions affecting particular 

U>duseries which, in the past, have been important fields for the 

in,utment of savings. The ouutanding example is the group 

of industries known as public utilities, including railroads, as weU 

as electric, gas and traction companies. 

finally, and this thought applies perhaps to both investors 

and busincu management, for a number of years there was no 

doubt a very real feeling of di.scooragement and a lack o( ooo-

6dence which appeared to have pervaded large areas of business, 

as well as the inveating public, due not only to conditions already 

mentioned, but also to tbe fact that many people felt, rightly 

or wrongly, that government policies were going to make it 

impos51ble for capital to earn a living wage. 

But, in this connection, it should be remembered that while 

recovery was slow and beaitant, the depression of the early 1930s 

was without precedent in its severity. Consequently, recovery 

bad a long way to go and the process of recuperation was 

perhaps unavoidably protracted and diflicult. This in itself 

abculd make us slow to put the fuU blame for aU of our dis­

appointments on any one of theae conditions-either oo a 

ttndeney toward maturity ~f our economy or on the lack of 

CXIIlfidence as to the future of business. 
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In all tbeae circumst:anc2s it is not aurpriaing that lbt 
capital market lw not bttn called upon in recent ytara to nile 
large auma of new capital for priva~ en~rpriae. Many or lbt 
conditione diacuaaed above still prevail. Some, in fact, auch u 
heavy taxation, will neceasarily be accentuated by the~ 
of the defenae program. Furthermore, it is not impouible that 
to prevent a future price inJlation gl"owing out of the bllil' 

dananda of the defeme program and Britiab war purcbaot., 
aome action may have to be taken to absorb a port of the pracu 

eurplus of bank reserves. In fact, the apedal report ri tbt 

Federal Raerve Syatan, previously mentioned, rttommav!.! 

certain ddini~ means for aboocbing excess reaerva in Qlt it 

ahould become necesaary. And aloog with this ~ 

dation, the lend•leaae bill implies the poo$ibility of a dimfnilb. 
ing inflow of gold. These measures, if adopted, abould at 
leaat tend to check tbe downward trend in intereat rata, ~ 

not to reverse it. If reversed, large acale funding operation. tof 
reduce intereat chargee may then be curtailed, and theaeoper· 

ationa have been the mainstay of tbe investment hankins bull· 
neaa in recent yeara. 

In view of all this, must we necessarily conclude that inva~• 
ment banking is threa~ with extinction? To my mind thai 

conclusion is not warranted, althougb, frankly, my primarY 
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crocem is not ao much with tbe aucceaa or failure of that busi· 
ne5S, as such, a.s it is with the protection of private en~riae, 
which 1 still believe is the easential buis of our American 
economy. But priva~ en~rprise dependa upon priva~ inveat• 
ment, and priva~ inveat.ment preaupposea that we mu..t have 
some machinery for bringing together borrower• and inveatora, 

both big and little. 

This is all tbe more important now that the energiea of the 

whole nation. industrial and financial, are being devoted to the 
sucassful prosecution of the program of defense. In tbe 
6mnclng of that program, priva~ capital must do its part if we 
wish to lighten the already heavy burden upon the government. 
That prQg~"am. qui~ properly, reliea, in the 6rst instana, upon 
<Otablisbed industrial concerna, and it would seem equally 
important, in the interest of national defense itself, that those 
coocems should obtain much of the funda required to finance 
expansion of plant or equipment, either through the capital 
market or througb eatablisbed banking channels. 

This preaupposea an active, fair, and experienced machinery 
for ntgotiating, issuing, and selling securities. For that reason, 
if for no other, I seriously queation the wisdom of omdt:rtaking 
any aperiment, certainly at this time, aucb as tbe propoeed plan 

for the ampubory oompetitive bidding of certain c:lassea of 
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public utility aecuritiu. Such an undertaking, etptciaU if 
extended in ecope, would, I believe, risk material ~ ti 
the exiating machinery of the capital market without an 
a .. ura.nce whauoever that securities so issued would be ~ 
eecuritiu for inv .. tors. Personally, I would much prefe: tb. 
continuation of negotiated sales, wbere the invutor bu an 
experienced repreeentative to protect ba intttuta in drt...q 
the contraCt and wbere security u well u price wiU bt ,. 
impor1ant inBuence. At the very lout, a borrower tbouJd bt 

fret to c:boooe to negotiate a sale, if be thinb it deeirablt io tbc 
cirCI.IIMtancea of ba own cue. 

I also believe that the practice of privately placing ltCUritia 

ebould be coneidered fran a broad-gauged, long-nnge point ti 
view rather tban fran the immediate advantage to buye: aod 
aeller that might reeult in individual ca.... It ;. a pnctic:e 

which baa grown up out of the tedium and experue incident co 
regietration in a period of very easy money when large invu~ 
avidly compete for an easy meam of employing large blocb 
of idle funda. Possibly no one investor can altu the practice ill 

fa.irnees to ita own bendic:iariee- I am not aure. But I do fed 
that the public intuest will be betur aerved, in the loog nil, 

if the practice were substantially resaicted, leavinfl 10 tbc 
ettabliebcd michinery of the capital market botb the capldty 

14 

and the continuing ruponeibility of caring for the need. of large 
and small borrowers, as well u large and amall investors, in both 
good times and hard tim ... 

To keep our productive and dimibutive facilities going full 

8peed will require large amounta of capital. How ;. it to be 
supplied? Uol ... we are to riek an unhealthy expansion of bank 
credit. much of it must, of couree, ccme out of the accumulated 

savings fran national inc:ome, whatever c:bannel ie employed. 
If those savings are to be taken by the government by euatioo 
or borrowing and if the financing of industry ie then to be done 
entirely by the government, we will be raorting. at leut 
t<mporarily, to a form of state aocialiam which is wbolly contnty 

toaD of our traditional concepts and wbicb ie not demanded even 
by the extreme exigenciee of tbe present aituation. But if we 
want, as I presume we all want, to preeerve our system of 

enterprise, we muat make aure that tbe bulk of tbe 

•vings of individual• and busin ... ia reinvested in business 
and that appropriate machinery is available for that purpose. 

It is becoming more and more apparent that we do not bave 
as wide a margin of efficient productive capacity as was first 

thoogbt. large amounts of capital will still be required either 
for expansion or adaptation of present equipment if output is to 

bt inaeascd as fast u it should be to meet defense requirements 

IS 
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in addition to civilian needa. Ot.herwi!e, curt3llment of civiJiln 
con4umption will be essential to avoid so-called bottl"'ll<CQ cr 

prit% inftation. An increasing demand for capital bu already 

been rdlected recently in the revival of feCW'icy 6mnc:inc o1111 

it is likely that the trend will continue as the dd'enae p<cgrJ:4 

progrtMe~. 

The need for a subatantial Bow of private capital iruo 

productive employment probably will not end with tbe dd""' 

program. Another major problem will have to be faced u d. 

end of the war and after tbe completion of our defenae ptog1l:D. 

Much of the current expansion of plant and equipment is tl 

sperialiud types designed for tbe manufacture of war materia!J, 

which, unfortunately, will be of little use in tbe produttim 

of goods for civilian consumption. That being so, ~"""' 

time requirements may have to be met by the enlargomm 

or readaptlltion of present facilities to peace need&. Ceminly 

the preaent diversion of productive activities to defense neoh.' 
together witb beavy taxation to help pay for it, may well lea"' a 

large latent consumer demand at tbe end of the war. In addilim 

to these potential post-war demanda f<¥ domestic purpooes. tbm 

will likely be a substantial foreign demand for both aedit and 

good& if, aa I bope and expect, tbe democractic system is pr .. 

served. 

16 

Of oourae, we may later find that the volume of idle savings 

may oat be as great as world needs. Vast amounu of capital 

are being destroyed or cooaumed in DOD'Productive channels. 

Qlosidcrable 1ums of the country'• accumulated savings have 

.Jready been ablocbed in 6nancing govmunent requittments. 

furthermore, there are some who still feel that as the country 

bas matured, opportunities for private investment have lessened 

or may shortly disappear. In some degree they may be right 

though I, penooally, do not quation that new oppommities in 

the form of new inventioos and new industries will ariK in tbe 

future as they have in tbe past. Our national genius bas toO 

much momentum to become static overnight. But even if we 

must wume that there are long range changes in progress which 

are tending to decrease new inveatment, aa was the caae in 

England in the decade pteeeding the outbreak of tbe war, 

nevertheless, as was also true in England, we shall probably find 

that as new investment wanes, tbe alack in tbe national income 

•ill be taken up by replacement and modernizltion. To the 

enent that replacement and moderniz.atioo are 6naneed out of 

current earnings of industry, your business in tbe inveatment 

bWing 6eld will, of course, have to suJfer. 

But, for the various reasona I have enumerated, I believe that 

during this emergency, and after the emergency is paat, we shall 

ha\'e continuing need for private capital and for the maintenance 

17 
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of a capital market mecbani&m by which borrowere IUld in-. 
may be broug)lt together. If that mechanism is to run llllOolhly 
and dfectively, it will fU!Wre not only a aympatbetic and 
amttuctive attitude co the put of the government, but, ..., 
more than that, it will fU!Wre an incttasing dfort on the part rJ 
the market iteelf to lose no opportunity to improve ita own 
mecbaniam in order that a.s conditioru~ change it may do a bettor 
job both for the bortower and for the invuting public. That 
abuses in the paet have invited government intervention is oet, 
I think, a reaaon to dupair. The government baa, no doubt, 
done much to arouse a keener c:oruciousoess on the put of !be 
investment bankers, as a whole, of their greater reeponeibilitieo. 
Some of you may feel that the government ha.s gone too far and 
that some relaxation of its supervision may now be more appro­
priate than further regulation. That may be true. But lvmturt 
the hope that the tremendous unified effort that the nation is 
now making for defense in the utilization of ita reaources in 
industry, capital and mlll'()Ower, will impress upon aU of u.s, in 
and out ol govunment, the vital importanoe of toleranct. 
mutual underatanding and c:o-ope:n.tion in order that eatb ri 
us may give the maximum of etrengtb and ability to the grtat 
task before us. 

18 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secret&r.Y Korconthau 

Hr. Cochran 

186 

Kr. Lacolll'•Oe.7et, l'1nanc1al A4rtaor to t ho J'r&nch •buq, callecl •• at 3:20 

lhh etunoon trom llev York. lie otatecl that hh .Aabaooador hao on laot 11o114q 

dhcunltd vUh Onder Secrota17 of State Yollto the queot1on ot •!D'anto coaiJic 

fro: rrADCe to tht tlnHecl Statu. Lacour-Qqot ta14 that tllldtr Stcret&r)' Vollto 

l:a4 at that Uat bttn t old 'b7 the :!'re!tch .Aabaotador that 1t wao doo1rec1 that 

r.r . LacoiiJ'o(lqot preoent tho ...,, queot1on pvtoll&ll7 to Stcrtt&r.Y Korcanthp., 

La~-Oe.7ot now 4to1ret to lcDov whether tho Stcrot&1'7 could nceiYe h1a perooullT 

rr1w t or thh purpoee . I told Lacour-~et that I would talco up thlt eubJoct 

lmme41•te!¥ v1tb the Secrot!ll7. but I wae not at oll eure 1t v ould be p ou1blo con­

olderlllll the Socret&r.Y ' 1 program. Mr. L&cour-Oqet ftlt t hat t he Secretar;r would 

haft a leo on lnterett 1n t he pr opoal Uon , and 1t anxiou.t to eu'hoU It to h1a. It 

lhh 1a not fou1blo , Lacour-Oe;ret vUl o .. o later to u e Mr. :Bell and li!Tielt. 
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TREASURY DEPARTMENT 

INTEIII 01"1'1Ca COMMUNIC:AT10H 

Mr. Oocbr.., STRICTlY CONFIDENTIAL 
Tho i odoral Rooor,. Bank ot Mow York reported tho t olloviac tranoaction ln 

lho occount ot tho Jatio.oal Balik ot lll~Dp%7, lludapoot, MintaiMd rl th t ho latio.oal 

Cltt !a.Dk, lfaw York. 

.Amount Dobi\14 

ltmU3Z1 29 $120,000 

Paid to 

J'odoral Rue,.. l!ulr: ot 
llov York tor accOIUit ot 
SftriC"I R1lallle.llk, Stocb­
holll 
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TREASURY DEPARTMENT 

Stcretozy Morgenthau 

)lr. Cochran 

INTER OFFICI COMMUNICA'I'10N 

188 

ltr. Arno Kollder, Counaelor of the Bru1l1an lla"-aq, celled on .,e at 12 noon 

todq. Re u14 that J'oreign Minhhr Aranha. of llru1l daaired to be conf1dent18l~ 

1otoM!Ia4 of t l:.e recent~ cona,_.ted Stab1lhat1on arranc.,ant betw0811 the United 

Slates l!lld Argent11111. I pTe the Cou.noalor "'Plea of tho proaa releaae which voa 

lamed on Dec .. ber 27, 191K>, atter the &&raeaent uDder reference waa o1gnod. 

>z. Icoder tb.onked •• tor t hh, but oaid t hat he voa auiouo t o proTide full dota1lo 

of the auooeont coot1de11tiallY to hia Ambaaoador f or tho M1n1atar1br Yore1cn .Atta1ro. 

I tol d the Counoelor that it had bean at;reed b:r the tvc partioo to t he arrancemoct 

co det~1lo would be g1Ten out bo;rol1d t hoae oet forth in tho cccmun1que . In t he 

elrcumotl!llceo I ""' not free to dioclooe &117 further infor~~~ation. l!otv1thate.nd1ng 

tho Secret&rT' • clooe triol1dabip wl th ~liniater Arenha, I doubted whether );r. ltor gecthau 

•ould a:cmro• e of a117 dhcloaure of f &cto wh1ch a1cbt poaaibl.y be conaidered aa a 

no.Lo<:Lon of our confidence v1th the Argentina DalecaUon. I pr0111oo4, how ... er , t o 

~peek to tho Secretar:r upon thia point and to c......zLlcate later v1th J!.r. Ionder • 

. -
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TREASURY DEPARTI.ENT 
Washi ngton 

~O!\ z::.£DIATE RELEASE 
Friday, Dec~mbtr 27, 194o. 

Press Ser vice 
No , 23- 5 

189 

The rollo~<ing Jo i nt statement is made by the Secr et ary of t he 

Treasury, t he Argentine Ambassador and t he Gener al Manager of t he 

central Bank of Argentina: 

As another practical pr oof that the Good Neighbor policy is a 

llvlng force among American Republioe, the United 'States and 

Argentina have comple t ed a stabili~·tion arrangement by which 

S50,COO, OOO of the United States St~bilization Fund is set aside 

to pro~otti stabili t y between the United St at es dollar and the 

The n~reement prov i des , under conditions accept able to bo t h 

for the ourchase of Argent ino pesos with dollars , and for 

the exchange or Information and of views beari ng on the pr oper 

functioning of such a program, 

This is a cooperative arrangement between old and good f r iends, 

It hfta been discussed and formulated in this spirit by represent a- . 

tlvea or the Argentine Gover nment and the Central Bank of Arge~tina, 

and by thb offici als or th~ United Stat~ & Treasury . The monetary 

au thorities of the two countries expect t o hold further discuss i ons 

ln the saree friendly ap1r1t duri n< the coming year; and it Is 

hoped that these conver sations will enable both countries to r eap 

the ereatb& t possible benefit from t he worki ngs of t he present 

agreement , 

- oOo-

J 
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TREASURY DEPARTMENT 

I NTEI'I OI'I"'CII CO ...... U NICATION 

PrFSONAL and STFICTLY CONFI!JPiTIAL DATI J&nual')' 29, 1941 

Secrot&ry Morgenthau 

11r. ~iley 

Stnto Department bas finally set up an Intelligence Division 

tc cover subversive activities. It ia headed by llr. George Gordon, 

Al!loricu Minister to The Netherle.nde , who 1a oaeiated by DoYid 'Ulliea­

oon end n etcher 1\orren, foreign service officers. In addition, a 

u eber or each geographical division ot tho state oopartaent ia to be 

uolened to tbie new unit. 

As I understand the functiono of thit division, its primary 

purpose rill be that of establishing closs liaison with the State De­

p.rtment ' s geographical divisions, FBI , MID, ONI , the Treasury Depart­

ment, the Rockefeller Committee, and o~1er agencies of the Gover nment . 

I •u told that the division will be very gled to lllOke aveilable to the 

'l'reosu.ry ell inf'omation which may be r eeohecl !'roo t he field or other 

•~eee which aight prese~t interest. 

llr. Gordon's division is not to be en innatigatiTe unit and 

•111, I was told , dispose of no special funda , I understand it was set 

up on tho direct initiative of llr. S\llllll8r , ,ollea , against eooaidar•ble 

oppcaition !'rem certain of the geographical clivieion.a. 

Copy to Mr. OUton. 
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Janua.ry 29 , 1941 

SECRSrARt IIORGENTHAU: 

Hoe tills been brougb~ ~ 

yo_;,r ¥t. t.ent1on? 

FROII: JOHN C. WILEY 

1 

' 
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TREASURY DEPARTMENT 

l~ft 0 1"1'1Cir COMMUNICATION 

OATK .l'aJ11lfll"7 29 , l9U 

ro Sooretary ~orgenthou 

illlreporto: 

on Sat11rdtq , J'anuary 2~ , I waa told oral4' by J'BI that the Haliane had 
10 ror depleted their aooounta in t he United Stat eo that the Italian Vice 
co..W. in Pbiladel~ia waa Wlllble t o reoei n 1'111:14• to per1'ona the ro11tine wol'k 
or 1110 ottioe and n .e o011:pelled to relT on b.U pereooal tiiJlde, (Thie wo\114 in­
<licUe t hat t he Italiana are not WliD& their larp halanoe e in Nw Yol'k Ci\y 
ror tho 011pport ot the diplollatlc .. rrtoe. ) 

1an11ary 2~. On llec•bor 27, 1940, tbe O.l'MJl l!lobaaq purohued with *1, 000 
billa trOll tbe Rigt BOJ>l< in Wallhington, D.C., 4r&ttt tor their Conmlatea a.ntral 
In Sao Jlre.Doiloo (ts, ooo) and in New York ($7 .~) and thei r Legation 1n ll.exioo 

(*1,000) and to "l!rneat Laeaailll!" ot lln:ioo Cit;r. On J'anuar:r S thq repeated thi• 
;>roo""'• undilll! a 4ratt ot $2,800 to the Cone\llllte a.ntl'al in New York; $300 to 
the Logotion in - Cit)', and ~92.35 to the Baoardi Rllm Co:npao:r. (Thia wollld 
tcd!coto t hat the Germane are Dllw doilll! theil' b11oin"'a 111 oaeh and llllBt haTe lore• 

of 0\ll'l'tDoy in the lim baaS)' 1'&\llta,) 

,((. 
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Dear Mr. Oochren: 

I oe10d you lwrevi tb the draft ot a circu­

lar to be addreoood by the IothorlaiOdo Kl10loter to tho 

Ccooulor Ottlcero ot tho Iothorl&Ddo 110 tho UDitod Statoo. 

I belleTO thlo de.,..,, OOIOteiiOO all the 

l..tor .. tloa oa tho oubJect ot rot lotratloa ot Iothorl&Ddo 

CoYoruoat oocur1Uoo that will be ot latoroot to TOV 

Tou vould oblige ae by addrooolnt &aT 

coEont you ~ ha,.. to ott01· to tho Oolllllorclal Counoelor 

at tblo Leg,atioa - llr. B. UolJ" Molelral!p. 

Your• elncerely. 

(Sl"'od) A. Phlllpo 
Mrloer to the !rOUVT Depart•"' ot 
the llo7al Ietherludo OoftraaO!It 

Mr. H. Merle Oochren, feohalcal Aoolotant 
to tho Secretary ot the Troaoury, 

United Stateo Tree.oury Departaeat, 
11aoh1nttoa, D. c. 

do 
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c 0 P T 

Dl! .lJ' i' 

Tho Nothorlanda Miniator at Vaahi~on hat tho honor to inform tho 

Conoular Offiooro of tho Netherlando in the United Stateo that a notice 

vill be reloaaed tor publication on the lot of Februar7 in Tariouo neva­

paper• in thio countr7, the contento of Vbich art S1Ton in tho tncloouro 

of th11 letter. 

I! the Couular Otticora are approached for 1ntoraat1on 1n cor.uctloo 

• i ch thio notice, th8]' are roqueotod to OUUOit to tho &PJll1Cant that ho 

co:mlllic&to rlth one of tho Conoulatoo Oonor al of tho lJothorlmdo at llov 

York, San Francioco or Chicago, 

Attention io dravn to the fact that tho re~iotration in quootion only 

&Pl>lioo to oecuritiea hold in allied ond noutr&l cowntrioa, If thorotoro 

information ia requeated concerning oecuritioo vhioh do not fall vithin 

the abo..e-otated cat•GOrT there 1a no nood to diroot appl1canto to an 

ot! ico of ro1iotration, 

In order to be considered for rog1otrat1on, tho otCDl'itieo rlll ha,. to 

bo pro41>.cod at one of the ro;;htoring otticoo and their ovner rlll han to 

fill out and oign a fora in triplicate ehcrlng inter alia hio utionalit)' 

(or, in tho caoo of a CClllpaDT, tha nnUonalit)' of the unagera, diroctoro 

and abareholdero, a a far ao poooible, and 1D vhich countr)' the COIIJlaD7 baa 

ita dom.ioUe), vhoro ho roaidod on and o1nce M..r 15, 19lio, &d vhore tho 

oocuritieo vert hold on and einco that elate. i'he forD Dloo containo a 

declarat1on by tho ovnor of tho oocuriUII that tho intoreot, 1t paid, vill 

not benefit 1n ..,. v.., the en~ or a part)' (vhotber an ind1T141>.al, a fino 

or a 1ecaJ. 'bo~) 1n ~ or ~ OCC'IIpi&d or controu.a torr1tof7, nor 
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., naUoD&l or a roaiull\ of a COWI\"'7 vith ldlich 41ploMt1c ro1auo,.0 

ho•• booD ooyoro4. The boDda \hoaoolYOo vill Dot be otl8pt4 or othor­

vlo• utoco4. 

196 

A roc1otrat1o" toe of $0.50 per fl. 1000,- v111 bo charc-4, v1th a 

miDIIIIIA of $1.00. 

RopotraUoD v1ll not automaUcall.7 entitle tho holur to pqunt 

ot 11lhroot. Rochtration \abo place ill orur to prortu t he otatloUcal 

!Jl!or•Uoa noo4o4 b)" the llethorlaJldo OoYOriiMnt to uciu vhethor 1t 

vUl bo poooible to ••- illtereot p-nh. 
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DGII!I.lfiB ~ AH'''d'N GORiiiliif IIOUU!III 

!ho lot~rlaUa ~~o..-....... t baa h ..._ a ~orM M t~ .tfMt 

tllat :pq~Mat ot 1Dtoreot aa4 r•U.Uoa oa tlol nhM&41JIC uM of 

tu Ullc40• !lao 'beea nopeaUt. (It rill 'be rooallet tllat 

tllero are ao lloU&r boAII ot tu leturleato o•htu41JIC; tile 

oaUre ubt to oUp'&l&tot 1a O!Ulwo). llovftv, tM Oovw .. 

... , rill -oiclolr tu pou1b1U\7 ot re..S.-c latereot ,._. 

to boaa t14o bodlullclolro ao oooa u lata are ~~ oo-

1114 tu -uah ult oa •' o1Doo llq 15, 19110, 1a 00111ltr1oo 

outtiu t~ torrlto17 ooatrollol 117 o......, at liar ollioo, 

!'o thlo oat, tacilltioo for rociotoriac boo.to aa4 otlolr o'blipUoo.o 

ot tllo J:1JIC4oa ot t~ lo\horluto rill 'be aYoilall1o a..n-. tM 

aoo.th ot Jobna&r7 1941, B'o1clolro 1a tlol ooaU..,.tol tJ.I • .L. ot 

n.ch olaiu llhoU4 set 1a tcnach ri\h tho Couoalato Goaorol ot 

tu lotlolrleato ettllor 1a lew York, Ia Jraaoi- or Ch10JICQ. 
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socrotarr MorconthiD 

llr. Cocbrt.ll 
STRICTLY CONFIDENTIAL 

stoclco ooU. outdde ll&t1onal E o ill :B1ocll:o ot 1 000 ohazooo and do 
Janua.rz I to lea..arz 2 • 19 l 

G!! !or4 i!pOrto: 

S10n4&r4 011 Co. o! C&li!ol'lli& 

HD.oUor l!r&oo Co. Co•. 

~coAJ~Vaawwo Oil Co. Inc. 

'Gon,or&l Electric Co. Co• 

Chua Ne.Uoul :S&IIlc o! thol C1t7 o! II. T, 

Bof!&lo, lil.apr& 4 k otona Power Corp. 
$1.6o P!4.. 

eo •. 
Puritr Be.ll:orioo Corp. Co•. 

!'billipo Potro1ou. Co. 

~ 

Pacltio Gao 4 11ootrio Co. 6ft let P!4.. 
• • • 

eo.. 
~let P!4.. 
• • • 

1,000 - J•. I 
J ,OOO - J•. 9 

13,000- Jan. I 
1,900 - J ... 21 

1,000 - Jan. S 
2, 000 - Jea. 11 

100,000 - J•. 1I 

1,500 - Jan. 8 
4,500 - Jan. 8 
5,000 - Jan. 9 

1,000 - Jan. 8 
2,000 - Jan. a 
1 ,000 - Jea. 9 
1,000- Jan. 10 

2,500 - Ju. a 
2,000 - Ju. 10 

4,000 - ·-· 14 11,906 - .... 15 

3,6oo - Jea. a 

4,IOO- Jan. 9 

10,000- ...... 9 

1,500 - Jan. 9 
7,800-Jan. 20 

2,000 - ...... 9 
2,000 - Jea. 10 

116, 191 - ...... 10 
1,000 - Jan. 20 
7,533 - Ju. 20 

Yorroot&l R!fOrto: 

100,000 

10,000 
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rorre•t!l ~£!tt 

72,945 - Ju. 9 
100,000- : .... 9 

172,945 

Corp. CoL 1,000 - Ju. 9 

Karfetttr Co. c ... 2,000 - la:ti. 9 

Rtfrac~or11t Co. c ... 2, 500 - Ja:ti, 9 

2,,000 - Ja:ti, 
, 807 ~ Ju. 

9 
13 

Corp. Ooa. 1, 500 - Ja:ti. 9 

31, 521! - ~- 9 -
0&1 l 11tc~r1c Coa. 1,000 - JaA. 9 

1,000 .. Jan. 111 
5,000 - Jaa. 111 
1,100 - la:ti. 16 

011 & Snowdritt 6,900- Ju.. 10 7,000 

Co, Ooa, II, ooo - J""• 10 -
Car'b14t & Carbon Corp. 1 , 250 - Ja:ti. 10 

c.., Co. Coa. 1,000 - la:ti. 10 -
Crt41\ Co . CoL 27,000 - la:ti. 10 

! rut Co, v. T, 1,000 - Jaa. 10 

CJUU14 Co. Co• •B" 5,000 - Ja:ti. 10 
7. 99) - la:ti. 11 12,900 

Shoo llacbino Corp. Ooa. 1, 000 .. Ju. 13 -
ilar4 & Co, Inc, c ... 79, 2113 - Ja:ti. 13 ao,ooo 

J11U & Co, c ... 2,000 - Ja:ti. 13 

Motora Corp. Ooa. 8,000 • Ju. 13 -
G&t & lltotrio Corp. ~ Pr. Pt4. 2, llo2 - la:ti. 13 -
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Cooool14ato4 E41oo~ Co. of ~.T. Inc, Coa. 

Uoloo l'ecltlo 11. 11. Co. Coa. 

SeArl Roobii.Ok & Co, 

B. L. G.roeo Co. Inc. ColD. 

crovn Zellerbach Corp. $5.Cv.a. ConY. Pt4. 

:sotton Uteon Co. 

1 ,200 - Ju. 13 

42,5,34 - Ju. 14 

10,000 - J u . 13 

10 ,000 - Jan. 14 
2 ,500 - Ju. 17 

13, 8<!5 - Ja~~.. 14 

2,747- Jan. 14 

2,000 - Ja~~.. 14 

Southeaoton l'ovor & Licht Co, fl1, Debo. •.t• 14, 800 - Ju. 15 
362,000 - Ju. 15 

?!rot 1/aUo~ Storoo Inc. Coa, 

Looe Star Co•ent Corp. Coa. 

nuapelllce & Ohio l\7.Co. Oen.Mtge.4-1/~ 

U•1oo 011 Co . ct Cali! . 

U. s. Rubber Co . Co•. 

Paoltie Llfl;htinc Corp. Coa. 

~olte4 ?rult Co , 

c ... 
.l::lrr1CAA forte & Hoo Co , Coa, 

U. s. 'rreaa. J1, 9/15/55-51 
U. s. ~rou. 3-3/&~ Juno 15, 1947- 43 

Vl\l'lle ?Wqp Co . 

$7. Cua. Pt4. 

1,000- Ju. 15 

21 , 657 - Ju. 16 

5,000 - Jan •. 17 

1, 750 - Ju. 17 

20, 46o - Jan. 18 

J,808 - JOA, 20 

1,~ - Jan. 20 
25, 1 - Jan. 23 

6,000 - Ju. 20 

8,000 - Jan. 21) 

5,000 - Jail.. 21) 

2,831 - Jan . 21 
2, 500 - Jan . 22 

50,000 - Jan. 21 
1,000 ,000 - J OA . 21 

11,,300 - J ail. 21 

10,000 - Jan . 21 

200 

7orrootal li!porh : 

13, 825 

11, ,300 
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Glffor4 l!oporU : 

5,000 - J011, 2J. 
,3 ,000 - J011, 22 

Oenerlll Amerl0011 !l'ranoportation Corp, Coa. l , 300 - J .... 21 

.Uahlaon, !l'opoll:a A Santa 7e !IT· Co, 5:6 Pf4. 2,500 - J .... 2l 

uerlun Ra41ator A Standu4 SanitU7 Corp, 
Coa. 218,557 - Jor.. 22 

.l&orlun Rolllac lUll Co. Coa. 

Jlua Rl<lco Corp. $,3 Oua.Co!IY.Pfd. 

ralrbOllko, Morae A Co . 

Co, o! Can. 

~ollln.&tr Conaoll4ate4 Gold lliDOa 

!atburat Pv A Peper Ltd. Oleaa .A. 

2,300- Jan. 2.3 

2,000 - J011. 23 

2J,J97 - J011, 2~ 

201 

7orroatal !!portal 

218,000 

9.000 

30.000 

39.000 

21,000 
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NAVY DEPARTMENT 
OmCE Of Till UNDER SECRIT AllY 

2 
Dolo _ ............................... . 

Floom: The Under Seerotary. 
To: 

....... 
J 

,)91 ... 

Thoo SecreWy of tho ~ • ., --.. ·-·---·- ·• -·--·-
The A.~Utant. Setretal')' --------------- ..... -~--
Aclmlral Soar\: ·----·----~ .. . Roar Aclmlnl Nlmits ______ .. ,_ .. ___ ,_..... . .. . 

Reu Admlral RobiMOn -------------·······:·'- •• .11 --· 

Rea.r Admiral F'ul"long ·· ··-··-····-·--····-·-· ........ . 
Rear Adm.lral Towe:ra -····-···-················· . 
Ro.r A.d·mJ.ral Moreell .......... , •• _................. .•. "'1""'·········-
nt..r AdmJra.l Spear ....... , •• , •. .......•.•.••• u••••••·····~········· 
tt.a r Admiral Woodson ..... .. ............................. .oJ. ••••• ,- ~ 

Rtar Admiral A.nderson ······-·"'"" ··················-( ' ··<~<··-·· . ~ 
IJr, ~ ....... Ji!SE .................. ;.-... ·-s:·-, 
Commander Gingrich ···-·-···············•h••••.., .•.••.• ,. .•.... ···-- • 

:;f::E:c:::.:=:~=~ ..... :: ;:: .... ~ .. ·' 
;;;;;;,~;-~:====-----·~···-·· -···-~ :~~:=~~---

or ~nt o.r recommtDd.&Uon. -----------·-·· ....... T. 

or preparation of re-ply ·----~-·- - ·--·-····: 
P1eue end me (data fo-r reply).~-· -·- =--~·-----·-· ....,. 
Pl ..... eeemeiD-rqudtot:Ma •• - --"·t·-· V ·-

COMU)twith .---~r:- ~···s-···~ .. -
~ .. ~--~=--_1}=--- 1/4¥.:~-.L~-~.;_ . 
::::::====::-~::!.~iJ --=~::::::::.:::::::::: 
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:wa 
~IIMIU'7 n , 

v. ,.,..-.u, 
SUtt• fll .... ftl I•'IJAI"f '7\b, ~ rolloriac \llocU fl IROC\: ......... elf• NI4 tor ale. 1 .... 

d~ •,... .,. .....,. .. w ·" 1 MU "n .n tOtr a-it.i.a11 a/e. 

ott.nac ....... tetal ~ 

!8 O((md." ...IZ1!i_ ..... CjgKH ilsa 

r..s.rbltlU. IIOI'M • co. LI.MI'd P'r'eJ'til • Co. 451/2 (-' -.u..~) " r. 
Bell T•l· (o. of c.a. no.lAlOII $eO. Corp. u4 ~ )1/2 11/> 

r. Qrolap (In CMada) , ..... , 
tort.ll 1Mt'1..0 co. \JIJJ.on s.c. CarP (for a/• 11 l/4 S/1 

Tr1-cont1neat.l Qrqup) 
(1/1 __ ,, 

(100,000 •h•· aold \0 Blu. 
We• Corp at 17~/d 

11m1t ....,.,,e.~t~ eo. lelMCI '72,94S 1ha. 17 1 1/4 to .o..JMt 

r. 4J:r1414 betWIIIIl Sllitb1 Mild• of J• 
lu'Oq • co. ti04 81)'\h • tort. CU.:r. 
eo., Iac., tor nw.il) 

,.e:111e Gu • U.ctrlc c:o. 117\ll. a eo. , IDe. 211 s/1 t l.IJ .70 c:eatl 

r. 

..... ou•~ sa..reoa. a.-ill • co. 21 .ss c.\-1 (10ld at Nt.&U) 

•• 
-~·ari• Co· Doa1DJ.ek • DramAick J9 1 s/1 

'· ---
onJ.on PMitto a.a. CuM. 1Mb. c:o. .. 17/1 11/4 

r. 
ll/1 __ ,, 
1/2 \1Wlll'n1\ 1riC) 

Aa1r1e:.u C,tnM.ld 

'· 
••• l.aW"tftC:I M. ¥tzka &t Co. )6 1/8 11/2 s/a 

tl. L. cr • .,. • co. ilq'd111, at.011• & eo. )) 7/1 1 l/4 1 

r. 
Pur-1\7 kll•:rhl SpNICU' 1'rUk & Co, u l/2 .so e•t.• (aold at. retail) 

r. 
SWIG • 011 ol • .~ • D1.11ota, ~ • co. ,. 1/2 tt.66 " !·14--) 1/2 ......... , ... , 

llruuric\ e.lb QoU..t.u 
... _ ........... 
Dol.OM., s.cha & eo • 

22 S/4 21/> 1 

..._ ... _ 
LM &~.ala._ eorp.. 9 .so C«l'tl ,)0 CC'\·1 

r. tpntc tr..U a co. 

~ c:oecr.tl Pill •• .a.a.ttoo • eo. 14 7/1 1 l/4 
~I'. h•bod7 • co. 

HoUlAc•:t eouol..Ld.l.hd (~ tre:- •YirU.iah IJcal,d- (aot. -.u.lab14) ('Nt ..-t.Uabl..e) 

Oold ki.Ael r. J.Dp• tor 41nrillut1oe 1za a...da) 

CrM1 'llon ... n P1per !Ill t h le.rMI7 • Co. 42 • 11/4 

and A.uocUt.•• (,2S Cltl\1 IWtAGEICDI'r 
.so C-ICitl tfDd, ) 

.. Ua~.r1t P'w t P.pe,r llt.d, Jfublu., Tboa10t1 • eo. " (aot. n...U..ble) 

Cllu 1 p , »oat..rHl , ....... , 
Public ht. 'l 8k. Tr. Co. ••r\bl~ • co. )2 (~ .... u.atab) 1 

... l'rltl •r • eo. Glore, fW<&u. • eo. 77 1/2 • 1/2 11/> 

6,000 IG'ndal.-...,_, COrp. ~17th • eo •• t•e. 29 1 ll• 1 

45,000 ,, ..... , ......... co. &1leo. co. )2)/8 (N\ cw&ll.aW..) 1 

( aooa • ••hrt.e.r aDd llodetU. )/4 (•lA • '- ,...wll) 
·~ ,_,eo. ~w..W..&~ 19 

r. ' 1 ~. hrecot 6 Co. 
(&eol7 ~~e.rnao. • eo. 

"-rlCU Wlet.or 6 l..r\btt.. c:o. 6>/4 
.)0 -

!\&011 • e-ll&l'f '· •· G· T'Y.i. At.. La4 Regraded Unclassified



204 

FRC»C: American Ooneulate General, Zurioh, Switr;erland 

O.t.T!I Januar:r 29, 19"1, noon 

NO. I 66 

The following 1e etr1otly oonf1dentiall 

I am told by ~ British colleague that a bank oont~ot 

of hie here 1n Zurich informed him that h1a institution 

very reoently bad negotiated a traneaotion involving 

one million Swiea tranoa, Wbioh covered a eh1pment_l4 

Rueda from Oenera1 Kotore in the United State~, Wbioh -
shipment ultimately vae delivered to the Skoda Yorke. -
The nature of the goods delivered wae not learned by 

m,y informant. 

S'l'Eif.t.R'l'. 

-

EA:LW 

Regraded Unclassified
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- · .. . . uu 

CL £VELANO METROPOLITAN HOUSING AUTHORITY 

Q."""" ,f'v. t. \ \:) ~ l \ 

" ~e..-w}, a.Ah.\..Q..-

~~ """"'b '""\ 

~~ II. )we.\\ 

Lveh\- 'l\v-

HOUSING C tNT[ft 

WEST HAU. DIIIIVt 

CL£VCLAND 0~10 

Regraded Unclassified



E,Y~~A~~ ... _tf~}YS 7T~~!~fE 
T U E S 0 A Y. I AN U A R Y 2 8. 1 9 4 1 THREE CENTS R 

!Marshall 
Says U.S. 
Help Can 
Beat Nazis 

Army Ch id Predlcte 1 

Hidu Will Attempt 
Inva•ion In Sprins 

WA SiHNCTO N <NI­
Ttu.oury Secretary Worca>­
thau bluntly told the Senata 
fb~ip relatlona committee 

- today that Croat Brlt&ID. 
Greece and China "can't con· 
tinue to ftJht" unle~~ Con­
~·re&t enacta tho a4m.l.nilt.ra.-
1Jon'o Brltloh·a.ld biU • 

.. If thll bUl dotan'\ PUI COD• 
rrua.:. he a.ald. ••LMJ can"\ COD• 
u.nue to Aah\. The dtdllOD r.U 
wSLh COI\Il"UUI wbtthe:r o ra.t 
Brtt.&ba., ChiD& and OtHet a.rc t.o 
eonttnu• ..o n&hl ... 

xun • ·hak Gf'tWul G«ttt .cc C. 

Y anhiU. Anfl-7 ch&d oC --~ u • 
belltt \Nt g ,...t 8rUall'l d., .. , Gf:tiiW\1 wi* \M . .. 

UMV•IWI .......... ..... 

the ............ ~-
lhLt ,., •• •t • ~..= 
• thort t.l.m.t .,.. tM ·--

Regraded Unclassified
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~org~lbao ru. ·IJfttisb ·1 

Fit~ on·I,ase-(.did )Jill 
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January 29, 1941. 

TOt Secretaey l.largenthau 
FRaJ: lJr. Gaston 

llr. Caims advises me that Secret&ry Knox ll&de a formal 
request !or a.n opinion !rca the Attorney General u to llhethe.r 
the President has authority to order an 1.a:>edJ.ate transfer o! 
the Coast Guard to the Navy. Townaend uked C&1nls to prepare 
a """""ra.nd1m. 'l'bere sec::~~~ no doubt thet the anthorlty exists. 

Section l ot Title 14, U.S.C., reade in part as tol.l.a113: 

"Tbe Coast Guard shall constitute a part o! the 
ad.litary forces ot the United Stetsa and ehall ope.rats 
under the Treasury Departlnont in time o! peace and 
operate as a part of the Navy, subject to the orders 
or the Secretary o! the 1/avy, 1n t.1Jne o! war or when 
tho President shall so direct. • 

Caims, holi8Ver, is looking up the legislative history. An in­
toreating !eaturo o! the law is that appropriations !or the 
CC>Mt Guard have to coM through the Treasury Oepartlnent except 
1n tiDe o! war notwithst..:mding that the Coa.st Guard may be oper­
ating under the Navy by direction ot the President . the law 
reads: 

"\1han subject to the Secretary ot the Hevy in 
tiDe ot war the expenses ot the Coast Guard :>hall be 
paid by the l/avy Deparbocnt.• 

208 
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ll~lff •tfj ~~ 
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WW~To-M· ..,_ --
J'uuary 29, 1941. 

Dear Henry& 

J'uat after reoeivins your sracioua and weloo .. 

note of January 6, I had to 10 away tor ten days to attend 

my tirat insurance connntion. On ~ return I found that 

your note bad been misplaced witb the aail that bad accu.u­

lated 1n tbe aeanti.e . So, I hope you will pleaae under­

stand and torsin thia 1on1 delay 1n thanklnl you tor it 

and for tbe good wishes wbicb it brought to ae. 

It was not easy tor me to leave the Federal Re­

serve System attar so many years, and I know that I shall 

miss it and m,y associations with you m.ore tban I dare to 

contemplate . However, I hope that s011a day when I aa 1n 

Wasbtnaton and wben the sreat pres1ure of work under which 

you are now laborinl, will have let up soaewhat, you w111 

let .. call on you. In the aeantiJM, pleaae accept -.:r 

thanka and ay best wishes. 

Hon. Henry Koraentbau, Jr . , 
The Secretary ot the Treasury, 
Treuury Depart•nt, 
Waahinston, D. C. 
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2ti 
TREASURY DEPARTMENT 

INTKR OI"'''Ca COII4114UNICATION 

OATS • JU~Uar7 29, 19111 

Secretar.r Korcanthon 

Kr. Coch!'en STRICTLY CONFI3ENTIA L 

Kr. Pl..,talr o! the l!ritloh 'l'roUUZ7 DohpUo" talb4 vitb ao bT tolephou 

reotordq noon and .,...o onr to uo •• ;reoterdq onDi~~C. In both cOilYoroaUono be 

oenUoned t hat Great l!ritain wao boi~~& oblipd to releeoo aore cold to Oaneda then 

W bee 18cediatel;r anticipated. 

Pl..,tair epill bro~t lZJ> tho quoot1011 o! illtoria aooht&llCO tor tbo l!ritioh. Bo 

ohted that it tho Lelld-Leaoo l!Ul ohould boc001o etteotiYo b7 llarcb 1 it would tilld 

tho l!rltioh on that date with olll;r about $115,000,000 o! cold or torol&ll oxcbenp 011 

!:aM. A fortllipt aco wo calculated the balance at the olld of 7obruor7 ao 1111. 

Tbh 1Doreaoe to $45,000 ,000 h ..,proxl.aahlT tho aaOUIIt ot the rnioto" of the «<ld 

hold in«• of Great l!rita1n ao aado after our firot tabla wu oubmi tted alld prior to 

tho haarl..nc batore tho Sell&h Co.aittee. I pilled the iaproooio11 that the l!ritiob 

dooiro to approach tho Seoretar,r Oil t hh oubJoct rot thh nolc. Pla7fa1r 

that ordero placed o111co tho 11ov otr iJ>«<II01 arooo had aaOUIIted to ap:prc>Xi•l~ol:r 

,000 ,000 to date. • 
Pl..,ta1r otatod that. a aoooace had boe recoind froa Lolldon to tbo oftect that 

about $1.500,000 ot oUYOr Will required tor cota.eca and illduotrial purpoooo. SilYOr 

to th1o aaOUIIt wi ll bo recohed troa IJ>dia ill .April, but bocauoo of tho urc ... <:Y ot 

tho need for colnap and illduotrial purpoooo i11Cluir7 vao aado ao to Vhethor tho oU Y&r 

d!ibt be obtAined olo&Vhoro. I told Pla;rtair that tho !l'reaourr could not ooll ozq 

of ito otool< at current pricoo. !!'he l!ritloh could procure the dootred oilnr throup 

zarbt treoact1o110 to be halldled bT bellko alld daaloro ill llew York. J'urthll'lloro, I 

uplabed our arr&~~«•ont with Canada and oucgeotod that tbio DoaWon aicbt prowido 

the neceooar,r oilYor, Pl~air pointed out that dollero would ho.,. to 'be paid tor 

the oilYOr coa~ fr011 either ot thooe tvo oourcoo and thot he would rocrot to ooo 

hto 0o'f111'1111ont o>polld doUaro tor thio purpo oo at tbh tiao, oopeotall:r conoidorl..nc 

that tho ::lap ire i ttelt to produci~~C o11Yor, 'tlhich can bo obtained api110t ohrliac. 

I told hiln that wo did 110t haYO ozq oterliiiC abroad which we could IVI\P tor oilYV 

1D Illdla t o b.olp ill the l!ritiob •orp1107. 

Regraded Unclassified
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TREASURY DI!PAin'MENT 

DAft 

... ..,. 29, 19U. 

W brinl b1"Mlf "lp W date- ID ID-0 def-. Je bu 

the '1 ue:l.• tiiR • d•U.. bu +•pd ~ 

.We be laA ~...S 1\ wltlt ,.... 

Regraded Unclassified
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TREASURY DEPARTMENT 

Secretal'7 Korcctbell 

Kr. OocbJoaa 

INTmt OI"'"'CK COMMUNICATION 

Ill'. Pl01fdr ot the l!rithh 1'rea11U7 »-J.apUoll hhphone4 •• thh f or....,Oil. 

Sl""o Sacretf,J'7 Morcctbell had, accorcliac to the prau, aeAUOile4 1ll hh hoUaOJO' 

\ d ora t be Sonata J'oraip l!al.aUono C.-dthe :rootor4q t he f act \bat the l!r1Uab 

roproo01ltat1n who vaa co.iDC to the 11A1te4 Statu to tob oharce of tho 41opoaal 

o! cliroct l!r1t1ab ill~otauh ill thio c:O'Giltr:r vaa 4otallle4 at Lio'bon , 1t vu feU 

b)' tho l!r!Uab t hat thia ca~ cle&r&llC& all4 a reaacll for the earl:r ral .. ae ot a 

co~CW>iquo b;r tho :SrUloh ao .. -ut ill raprcl t o Sir 114var4 Peacock' a noalllaUOil 

tbh poat all4 bh departure. 1 acreed that thoro waa llO raaoon wb;r the c_.u­

~ue ohoulcl DOt DOW be haued. Pl01fdr called ae b&ck arcUilcl DCOD t o toll •• that 

e notice on tbh aubjoct would appear 1A toaorrow morlliac1 a LoDAon Pll'ert. I """' 

thh lntoraaU on a t once to Mr. lWhn, I told Kr. IDlln that 1 thoucht thh oh1Nl4 

boa l!rltiab rel.aaaa all4 t hat no further atat •ent vaa require! b:r Secretf,J'7 l'.o1raomtbo 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTalt Of'FICa COMMUNICATION 

DAft IUJJ»'T ~. 19ill 

Secretorr Horgcthau 

l!r. Oocbrall STRICTLY CONFI.;~NTI At 
I hATe learned ill ot r1ohet eon1'141l10e froa our l!r!Uoh frhlldo that the &Ol4 

vhlch vo lu.rlltd o f w 4qe ~ had botm depoolte4 vltb the llaDk of :Brazil for J'rlliOb 

account . all4 MOWitlng to 500 lc1lograo, had reached 1!1o de J~.~~.e1ro betvoc 

'•••* 6 all4 11, athr !laTin& been trallJO.POrted froa Caeeblallee on tho S. s. Xatlola, 

n h Wldorotoo4 that thh sold w1ll be uoed to paT trOll :Brasil for oil to be p1U'­

c:huod ill Tonoruela ao4 ob.l.pped to Dakar. !b.io cold h held ID tho.....,. of t he 

B. I . S. at 1!1o do J111elro. !l'bo nu:t to tho laot parocrapb of cablegram l!o. 15 fra 

Aaorl e&ll Losetlon at !ern ezpla1no tho tr111oactloD 1nootar ao tho !.I.S. lo 

concerned. I ht\To glTin tho forego1J>& 1D1'ormatlon to Dr. J'oh In tho Department of 

Slate olnce ve had coDolllhd on t ho oubJoet boforo be doopatcbod tho oo.blogrom to 

tho L•&atlon at !ern aold~>& for an 1nnetlcatlon of tbh matter v_lth the !,I,S, 
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~ 07 Rii'VP'M DCIJTD 

111011: AMrioao~ hbaa107, J.rc-nU u (llaclr14) 

!ll.'l.l: J am>.ar7 29, 5 P• a. 

liO: 'r1 

!ritioh Aabaaaador iD!Ol'llO H that eel , ()()() tODo of 

wh ... t troa .t.rcent111& which hh con ...... nt 1o JII'•JlU'lD& to 

turDhb Spein will be pe14 for trca a..a14ble S-ioh tuD4o 

but that a.q uount be)oon4 that ... t be •t thr~ ore.Uh 

to be •ote4 bir Pult.Mnt. Spt.Dioh OoYo,...nt baa ont 70 

vu .. lo to JN8noo J.ireo 11114 probebl¥ uUoipotu '"'ttl~~g 1101'0 

wheat. 

Roprooontat1Yo of tho ¥in1ator of In4uotry on4 Coomorco 

hao tol4 t ho bbaaoy that tho S-ioh OoY01'1IJDint 1o d.iocua ... 

iDS with t ho Art;<~ntlao GonrDIIODt tho purchaoO Of eoo,OOO 

tono of Wb ... t to be paid for bir cortai.D aoouritloo a..aUable 

t o Spain and bif ere.Uh to be accord.o4 bir Arcntina. 

COftaiiJa 
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INTKIII Ol'l'lCC COMNUHICAnON 

DATt Jum&rJ 2f, 1941 

M!!'Pf!D SICOR'" v·vr 
u nmp ll!QM w C!llom m• 

111 talld"C to reproon\au ... a of tha federal l!eoona I&Dlc of Cbicaco 

ll>4 fha lareeot -rclal baDI<o thera, I aclr:ed the follo'll'tq quouoe11 

1. lbat 11 tha &aural atUtud.a toward. lila ,.,.......,, oacurur urtat 
in tb.lo araaf 

2. lbat bu ban tha r aact1on to rac•t traanrr offar1acof 

3. lbat t~ of aacv1 U sa ara tho 'beta and. C1Utc.a" looklac forf 

4. lbat tJPS of oacv.rt \7 wwld. JO'O. propooa which wo"Gl4 aUnct 
1nd.h1\lual 1nnotora and. uclud.a bankaf 

!ba ca•ral ~au1oa of tba .. mt 11 that 1t 11 ralller thb and. 

taaoi1Dti towar4 lowar lanlo. 'fba ~:enaral op1D1oD 11 that thara are 100re 

forceo po.ob1q tha .. mt d.own than tel!d.1q to rain u . One of the fore•• 

~hlch pracUoallJ all tba c -aro1al bank • ., aantloaed • •• lila ucartalatr 

ao to whathar kclaa' prcpoaalo '11111 ba I!PFO"ed or not. !hla -cartalatr 

appl1ao aopae1allr to tho ocellar countrr ban'l:a •bare thor haa1 tate to mate 

tuJotbar 111'1'aolllaata aot lalo'l'iq •bather tha1r azc••• rooanao '1'111 ba a'I'AUM 

able for 111'1'ulllaah or '1'111 ba ooaplatalr a11a1aated. ,.. nut a1nr d.lo'• 

1u tho Jlo.ropean p1otara to tha appeara crt tical ... .s. .Ua f'o.rthar to tha1.­

hu1 tenor to ..u. ~ tta•ta. fte proapaot of a haa'1'7 traa"'rr ttDU01"1 
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1 broader poropaotl•e of wbat the !raaear,r fta .. ot-c procroa will l>o, ea4 

thlo h oouplo4 with lila potloa of wboa will tho tu ou.pUoa foa-... bo 

•-•o4 f rom !raaoar,r boa4o • 

.t.a to tho tuoblUt;;r of aow houo, \bono waa DO .....,lata acro-t. 
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s ... o folt that ooaplotol;r tuoblo houo will ron.l t la btP.r 1Dtanot ratoa 

for DOW boDdO thea wol114 appear OD flrat lliiiCI l>IC.Ue .. ra llld liOto baDlr;o Ita 

r ott1"l: tato a poalU.., _,. their tuobla 1Dcoae 1o boo..iac a t•r•t 

factor. Reretoforo tuol>lo o..,.rittao a oaat lUtle or 110thtoc to u.o bub. 

fho r;aaeral feoUJIC 1o that a lower lnel of aaoo.rit;r prtcao wol114 bo -ll 

healthier 'bacauoe larca !raaaur;r offoriiCI at hlp lnela aa;r ban a tftdiiiOJ 

to lalocll: tha .. mt don ad, abo•e all, the Treaaur;r au t par4 -sataat 

WlNOcooaflll hftH at the atart of ncb a ball procr• ao h pl....,o4 . !'bq 

•- to foal \bat the riao tr.. lloY•bor to tha firat of tho ;,ear wao rothor 

arttftctal 1114 a l nel ao-ra arou4 tho pr-lactioD prioea wol114 r;ho a 

oteodler aarat. 

II. Bttc \ton to l!cp! Zr!l!!!l otftl"lM• 

lor tho 1101t part, the 4af••• 110tao ' 414 DO t oppoar to bo attracUft 

to the 'bcb 111 thlo aroa bao.,..a tha;r a al\bar r;tn a hlp rotano whlcb the 

oaall 'banka are looll:lac for DO r \ba tJPO of Uqoidit;r wblch the tarca bub 

•- to 4aa1ra. J'ooUac waa that tha sroater parc•taca of the tire\ h.,.. 

bo\llht 111 \.hio aroa fnad Ua wq 1Dto tho ..... Toll< bub whore tha;r 

ootlaato 7~ are ,..., bold. OD tho l)oc•bor tooa.a , tlle ..... York l>l.lll<o can 

'bu,t~~t; aupport to the 110h wbaraao oa \ba ou Juot offaro4 the ,.., York 'llollko 

dld not bold aa 1111l>ralla onr \ba naw tooue an4 appear to 'bo picll:lllt; U 'GP lou 

•tcruahel;r. 1be 1111praodoa wao that tho ~~~&rll:at c& oal;r tall:a oo IIOICll of thto 

t;rpo of hoaa 1D a cl'riD p•1o4 .. , t hat thlo •-"' olforiDC ba4 a t•clot""J' 

to load 'GP tho aarll:at with 1 110t 1 to... OU'-r .Uooriptioao to the laa\ 

offoriac "'" ooall .. l'dlJ' 1- oa4 \ba oaatl 'l>alllto wore pracUoallJ .,., of 
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tho plcturo. !booo eallor banlto ap-pear \o l>o • ol tine for lower lenlo ht 

ordor to rolonot 1\ulda ol>taiao~ from aaloa of \hol r loncor banda wbleb tbq 

uolo•4od ln tho J'all of 1939 ..,4 tho Sprinc of 1940. 4 lot o! the onhertl>ora 

that oto,yod out of tho lut 4ofonoo Doh l>oonao of rolathol7 1"" prico 

oppoorod to 1>o 0 froa ridora • 0114 from thlo ODCla tho oubocriptl on Uat 1o 

much moro heel thy tb011 it h.oo l>aen for ooma timo. 4 hi«)> porcont"«" of tho 

•ubocrlboro npJ>eftr \o be thoao wbo '11'111 bold on to tho noho. !!owner, thlo 

conflieto \o oomo oxtoot n th tho opini on that a hiCh proporti on of thooo 

ootoo wlll be r ... oold to tho •" Torlc bADI< o, Ono facto.- wblch tendo \o c:aa 
tho defeuo ootoa lou .. t tractln \o tho horko lo tho QDCortal ot7 u \o 

orbothor tbooo houoo '11'111 ha oxchan&eal>le t o.- oow offerinco a t maturi t7. Ao 

tho law roado oow tho7 oro no t, Sooao of tb• tol\ \hat l>ocnoo bank loano 

••• tondl•& hi«)>or, c .... i ttmenh tor conr!llllontt 1>7 baolco oron• t cotn1: to be 

•• larto in tho !Utero •• tho7 boTe boon i n tho pott. Some =ontionod tbot 

they look and would take &1\'1 dofonoo h""o offerod whether they planned to 

hol d them or not bocnoo tho;r wanted to do thoir ohore oo tbo dofonoo procra . 

III. 1'no of S&curi tlu l!..,lco yd Out \Gun aro J,qold¥ l or 

1ho lftrcor banko l o thio aJ'OO 8 1"1 DOt 1D apo•ODt &0 tel tho Vl't of 

ucurl tloo tbq deolro for tbet r own portfolio. Soeo tODd to tho ohort to­

Mel •=• to tho loa.cer t.ema. Ho~er, ther• • •• COtiJ)let• un.an1a1 V ot 

oplni on that tho coUD i f7 banlto 11'0Dt tho hi«)>or coupon hmoo which for futuro 

tsweo moMo lone term bando. Tboto omallor l>oolct ha .. \o nm a hlcbor ra\o 

oa tbeir tnvootmont o l>ocauoo their cooto and interet\ P~Y=tnto to dopo ottoro 

or e proporllona\oly hi«)>or than tho bt& banlco. Tho larcor banka are opl1 t 

btt •o•• tho lone torm t 08000 and hondo of about 10 yoaro or looo, 4opondiftC 

upon 1nd1T1clnal tnnotmont pol1e7• n 17 all lallcod in torme of hie;her coopoo 

rotoo than han boon offered on prn iouo 1101111. In -pert thio appaared \o bo 

"iobtul thtnldnc but thoro wu aloo tho &coral t oollo& that tho qrlo:ot h 
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"''"' loHr P4 tberefoN Ill per rete a wtll ~. to 'be pa 4. •oat of u.. 
tolt that U "' a'baolu tel:r aeceeaar:r \bat the ~ .... av:r 'be nre to - houe 

10 attuctl•t that \bart will 'be no qu"Uoa of tbetr fall\"' 'below par. !here 

no ,oooral ocre•IIDt \bat poor offertas at \ba etert of II!ICh a beao;r pr"'._ 

would ooo t noll aore 111 the loas ...., t11an llllat at the tlat of offerias a111>t 

app aer to 'be u h.,.. \bat looko too anractht. 

IY. !rtt!'iE7 Offg1!!Q J)!tlm!4 for Ip41!14ut1 tp4 lhmrt Other 'Jbaa ltJ\k• 

f .. llDC WDO \bat dmt 'ballll:t CIID tl'OIQ't W>4t .... 'b14 other iiiYeatort 'btc .... t 

of baao;r caah re..,.rcta u4 l""er aarainc reqa.ir-h, aecui tlto 4ttlllla4 to 

so to ln4h1411ala aho'lll4 'bt 4tt1pa4 4tthlttl:r to tliCl" '" poui'blllUea of 'btftb 

tl'ldoc thtlt hnu. !be -rtl fttllDC ••• that aoae t:rpt of offariQC ala1lar 

to tilt habJ' honola 'bnt with the tllainatlon of lht 4••4 lla'blllt,- feature ,.'1114 

be 1001t oatlefactor;r. 1"be axper1ence &J>il. t411catloa of tho po.'bllc that baa coooo 

fl'OliO thtlt 'ba'b7 honolt aho'llld not 'bt thro"" awq on 10101 tnUrel:r 41fftr11Dt t:rpt 

of offoriQC. JUat ..,.t a "" ofhr1QC " ""14 'be, opinion nr:r, ol tho"Sll tht;r 

, ..,. t o f .. l tbtt, tl1Cl.,41~~& our actlu partlclpatlon In the war, the olll:r real 

incontlu f or the iD41Yidllal to 'bn:r -14 coat troa &II attract!.,. COIIJIOII rate, 

pol'bapo ao · ftOh ao 3jl. !ht;r felt t'bt t dapllci t:r tho'llld 'be tht feature of the 

htue and that a r•all.J patriotic aoUTe ••• rather cebaloue 11Dl••• "were 

oou .. partlclpa~~h in the war, !bt7 felt 7"" call al,q• ttll ao:r t:rPt of 

lttllt if the return 1o anractht •4 that aoat illollrti!Dah t111Dk of ~ aa 

auch a rate. 

Altho...,. tbh 3ll rete IUI7 •- ""'of lint wtth obat •• ha.,. 'bttn otftr­

loc, the tua'blll t:r of flltare lontt cottpltol With • bet thq feel h a tt11il.tnc7 

toward lo,.r lntla, aq ..a nell a rate neotttar:r. .A.IIo•• all , thq acrttol 

that the '-u4 a8pM\ of - 'lld:r ..,.,. .. 1t a a..c•r wllicb llllo'lllil. 'be c1r.-... ntt4 

117 ao:r .., ottmas to tiM ,...uo ""' u.., ao •' feel 1t wi .. to "P .. , ..., '-" 
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lloa4 procna .. U o'-4& ••· It a often .. wtU...t Udo ..._. 1lalll1U
7 

footllrO olloal4 M M4o of OOC!UtUoo 'o Ulo ,..1100 U.q Pftpoloo • tao .... , 

ln tbe Uatt wbloll &7 o .. 'llll7ol' -.14 tao 'o a -~~ lll&Mr flcve tllu ..,.. 

nhh for \llo 'lla't)o loo.U. 'ftlo7 fol\ Ulat Ulo 1&1'10ot - of fu4o t._ 

00.,..banldac lnoo'oro ...,'Ill& - tro. laovaoo -,.too at ,.,.., tau 
aa4 \hat lD41•1dulo •• ...,II '1101114 Dot llo ao CJ'O&t a faa'or u ~t loa 

tboucllt. Sou foH \hat Ulo coot oa YW7 -.11 uih ftdl ao oaYlaco ' '-' 

~4 110re t.11u offoot \!Ia laflow of -q t..,. tblo part of \lla liiYooUac 

apectr.. 
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January 29, 1941 

Lord Halifax called and made an excellent 
i~pression . He is very simple and very 
d1reet, and very badly dressed. I believe 
he is hard of hearing, and I didn't know 
that he only had one arm. He wanted to 
thank me for all I had done . 

I told him I was very glad to see that 
England was yut t ing pressure on us to help 
along the economic line. He said he had 
taken this up with Sumner Welles and left 
a memorandum with him, and Summner 1'/elles 
stalled him by saying that possibly they 
could hold all the snips at the Panama Canal 
and examine them there , but I gathered that 
Welles must have told him he Yiould have to 
get the other South American countries to 
agree to this, and he wondered if that was 
at all feasible; and I said I doubted it 
very much. 

2'23 
v 

I cited the ease of oil in Central and South 
America and then I got on to the question of 
freezing funds, and I said t hat I was go~ 
to be undiplomatic, ~ut that what I was go1ng 
to say to him now or in the future, I never 
would say that I hoped he would do something 
that the President wanted, but that if they 
could put pressure on the State Department, 
and part icularly on !.lr. Hull, to let us go 
ahead and freeze all funds that I didn't know 
anything that we could do right now which 
would be more helpful. 
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He thanked me very much and assured me that 
he would be discreet, and I think he wi ll, 
at least I might as well test him and find 
out; and if he breaks my confidence this 
time , he will never get another chance. 

! asked him whether he didn't think that 
they had a better chance of winning now that 
they no longer had France as an ally, and he 
first stuck at the question; but then he said 
there were a lot of hngl iahmen who felt that 
their chances of winning were greater without 
France than with it, and then he said some­
thing very interesting, "And at the peace table, 
the r ole will be easier wi thout France, because 
we hooe it will only be the United States and 
ourselves dealing on the one side as against 
out enemies." He didn't put it just that way, 
but that is what be meant; but he did say, 
"United States and ourselves without France." 

He asked me how I liked Sir Frederick Phillips , 
and I told him I got along very well wi th 
him; and he said he was interested, because 
he said Phillips did have a habit of being rude 
to certain people , and I said he had never been 
rude to me . He said, "As long as he gets 
along wit h you, that ia all that counts. • 
.and then after I said I liked him, he let me 
know that he also thought highly of him. I 
out in an extra good word for Purvis , and a 
pat on the back for Pinsent. 

Regraded Unclassified



January 29 , 1941 

Arthur Purvis called to tell me that he had quite a 
discussion vri th Sir Frederick Phillips about getting the 
money to buy 19GO English type planes ; that it seemed out 
o£ the question to use the French gold in Canada, £or po­
litical reasons . As t o the Bel&ian gold, they might be 
able to borrow it provided they could get the money, say, 
from the sale of wool or tin or rubber, to pay back in 60 
days! but it presented a very serious situation and the 
Belc ans might yell their heads off about it. 

I told him he should forget it for the time being and 
save the French and Belgian gold for soma great crisis. ~ 
sug&estion to him was that he should go over and see Bill 
Knudsen this morning and say "We need 1960 planes. V.hat 
American prototype have you got t hat can do this particular 
job that we need, such as dive bombers or reconnaissance 
~ork , etc ." and see i f Knudsen can't suggest an American 
type plane . He said he thought that was an excellent,prae­
tical sugcestion and said he vms sure that the Americans had 
a type plane for every need with one possible exception and 
he would see if Knudsen would not be Willing to manufacture 
a plane to fit this type inasmuch as the Americans had no 
plane already along these lines. 

'I then mentioned to him that I was worried about the 
size of the English orders that were coming through and 
asked him tp study this situation and he said he would. He 
said tha t he had also been surprised and it had been ~gely 
steel and machine tools and that he only learned about 1t on 
=:is return f ro:n En{;land. 
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JanU&rJ 29, 1941 

Memorandum 

I would like to haTe an exact copy of what General 
Marshall said yesterday as the accounts in today's 
papers are so sketchy. I also would like to know under 
what circumstances and where he said it. 

Copy to Kr. Schwarz 
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1'11011: Ill . BCHIAIIZ'B OrFIOI 

The Secretory 
TO: 

General t!arshell reJ'Or t s that te 

bee no transcript or his press 

conference in his office yesterday . 

The conference, he seid , was one 

that had been long-deferred and 

turned out to be unfortunately timed 

because it f ollovred so soon sftor 

his executive session testimony 

before the Forei5n Affairs Committee . 

He was perturbed by thiS Morning's 

stories because be repeatedly told 

the reporters that he did not like 

to comment publicly on pendins legis­

lation. They wormed hiS opinions rrom 

him as backeround and then some used 

them as if they were statements rnede 

befor e the Committee. -
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Jp. folq 

S.orttal'J llorgentlla• 

lJa ar tut~ 7uhriq aero I 1&14 I nner holri 
of Jlui'Oilla Wnkq r I 110Ul.4 kill 1t llaoa~~ao that wu a11 
1aoorreot atat .... ~. 
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TR.EASURY DEPARTMENT 

INTER OI"F1CIE COMMUNICATION 

secretary Worcontba~ 

'>' '9 ... ..;; 

Wr. Cochran CONFIDENTIA L 
Resiotered otorl1og tranoact1ono ot tho roport1QC b&nko were ao tollowot 

Sold to commercial coocerna 
Purchaaed froa coa=eroial coacerna 

i05C),OOO 
ioJ4,ooo 

fho federal RootrTo Bank of Wow York oold i-57,000 1n rec1 otorod atorllAs to 
noo-rtportlac banka . 

Opon -.rktt otorl1ac •• q~tod at 4.0}-1/2. !ranoootiono ot the roport1nc 
were •• tollowe: 

Sold to co ... rc1al coacorno iOl,OOO 
Purcbaeed f rom oo~rc1al concern• '2,000 

UoUl late a.tternoon, Swiaa tranc e a•a.ila'blt tor comMreial uae were offered 
.?.}26, unoh&QCod from yeater day' e clooe. rho final quotation wao .2325. Tho 
York b&nko reported thAt 11ttlo non-commercial buo1neoo bad been tranoaoted in 

franco, and that t he only rate recorded wao . 2345 bid tor a moderate amount. 

Cloti QC quotationo tor the ot her aurrencio o worot 

Canadian dol lar 
Swed1 oh krona 
Re1ch-rk 
Lira 
Portugueae eaendo 
Arcenttne peoo (tree) 
Brazilian al.lraio (!roo) 
Wortcu peao 
Cu'tan p6ao 
Chineoe )IU&D 

17-1/4'{. 41occunt 
.2)86 
.4ooo 
.0505 
.o4cn-l/2 
.2}75 
.0505 
.2066 
7-11/16~ diocount 
.05-9/16 

Tbtre were no gold tranoact i ono conrwomatod by uo t odoy. 

No now 50ld o~mento were reported. 

Tbo Now York b&nko otated that the Bombay bullioD .. rkoto wore ol ooed todo7 
tn~ no uetal p1•1cee were received from India. 
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la Loadoa, a price of 23-3/164 • • fixed for both opot ""4 forard olber, 
reprotenti"' a docUno of 1{\6d. 1n t he opot quotUlon and no change in the for11V4 .• 
Tht 4ol1Ar equlveltnt o!. ~3-3/164 1t 42. 10¢. 

!!a.•~· and llara:an'o oettloment price for !orelcn au .. r •• lll>Changed at 3~3/4/. 
:n• Tr ee11111"Y'• purchaoe price for foreign til'flr wso alto unohtJ>8ed at 351. 

';1e r.adc one p11reluue of oUYOr IUilounti"' to 250, 000 ounc .. under the Silver 
?urchaae Act. repreeentiog a .ale !roa inventory. 

~ONFIDENTIAL 
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llr · Goorce Hue, 1>1rector 
DiYiaion o! Reaeareh and Statiatica 
Rooa 2.59 
Tree•W'7 Departaent 
Waabington, D. c. 
Dear Georgea 

J azJJJM"f 29, 1941 

Still 1\lrther inquiry concerning llr . TholiiU Cupball revealB 
thet apparen~ be ia about the oolJ' un who ever took IIX'. 
llorgan to a cleaning. It .is said he did just thet 1n the 
wheat dicker at the time of the last war. llr. Campball alao 
ia creditad b7 hie friends with the ab11it;r to sell a 11&11 the 
Broo~ Bridge eveey IIOl!ling before breakfut, and uka h1a 
like it. 

Senator llurrq sqa llr . Cupball wee on President Rooanalt1 a 
aide o! the argwoent during the last caapeiCJl aDd thet be llede 
a speech 1n Calitonda but 1t ia doubted 1t be did the President 
arq good !or it waa about what the Ada1niatrat1on had done for 
the bic farmers. 

I u told there baa been a mov""""t latal.T to t..,. to uke llr. 
Caapball Secret&I'T of Agriculture, but that baa perhaps been 
self-generated and apparentlT did not toke to amount to much. 
~. New Mexican Senator is said to ban been aoate'llhat busT. llr. 
Cupbell•a latest ranching efforts are located 1n Naw llex1co, as 
)'OU will recell. 

E. B. Raid 
1>1rector o! D>fo,..tion & !XtensiOD 

231 
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Pereonul und 3ecret 

Dear• •lr . Secretary, 

UITIIM lMI4SIY, 

WA8HIMCTOM, D. C . 

January 29th, 1941. 

I enclose herein ror your 

1 erson&l and secret lnfo rrna lion 6 copy 

of the lctest !'eport recelvAd from 

London on the 1nil1 tary s1 tuu Uon. 

Believe me , 

Deer •.• r . Seers t!<ry , 

Very Ri ncerely yours, 

~~ 

tonouraole 

Hen t·y -.. o rgenthau, Jr., 

United States Treasury, 

./aeh1ngton, D. c . 
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~.1 • ..,.. NMlYM r .... Lorwloe 

..... ,.. ..... 27Ut. 19161. 

leW• Plllo\opsplllo NIO"Mle-· ~ 

1re1t oa \ho -n1nc .r .,,.,..,.,. 26tb lllowo4 doolt Mlq 

flooded lnd \horetore Oe!WIII INIHP ~ M ill\lndiq \o 

P"\ \o -· 
2. 

,, 
U lue\rioue \o Ale:uii4Ple, -... liPOJ'Ot\ (worCa 

~r.-.J.o) tdlo4 \o lool\o hor lNt .. oorUnc 

OPillHP fOPOOI WON O\\OOk04 "' 12 blp lnel all4 

18 41...-...._PI oa \llo eftftlnc ot .r.-,. 24\b, oboa 

• .._, 130 ~111 aor\b ot lo"lb&l1. In eplte ot---. 

Mer 11l1ooe1 110 ~ .. ••• Wlh1no4 "' our oblp11 ,. 

or 5 a1NNft Ml1on4 \o han l>oln 41a .. 4. 

.utaea. oa oblpptaa. fto at\o..-oa of .J1•"'r 

26~ laot Ooa.t. u••er• wore •a••4 1a t.bo !lla81 .. ....,. 

a.o a.tu• atp (16oo \oU) 011 lt.U aa4 M.IIW4 .­

-.a• 'NOIOl (1000 '-) 010 00\ 011 fiNo 2 .,.... 

UNNft ......... " o-rt ftiOilo. ,, 1 ...., olroNft 011 oho\ down "' 1 \r.wlor, 

\M 1...., ot .. \akoo prtoor .... 

'· Rl!"D Ll'llra• OI.IP troopa are now ia 

poo1 \1oa 10 ldloo oouU..ao\ ot .r..rna w1 \b to ..... oolol-• 

ooror1o't1.. lao ~ .,. !rl•r!t !'be tlloo oonunu .. aad \be ..... 

- Ia U. ~-· llolul\lin palMI bel10ft4 aloo o.-. 
I. p t1 Mr rom. •tab\ ot ""'""'"' 26UVI.,.. 
l'P ~ -...or1 wero ""' to a Uaolt l n<!ua\rhl \arph 

• 
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Krythrea, 

dive-bombed one~ uotor traneporte near Berentu with 

oonaldereble erreot. 

10 . Albania. Janunry :!!)th, <>liiOi um bolllbere aoored 

direct hito on ~lltary t argeto noor El BAson. 

ll . io!al ta lltght o r J anuary 25t!V26th an 

Itftlhn seaplane d t aabled oruietng round •.lights<! 

orr t he 1aland: th<t ore• o r 4 h~en J'r1110ner. 

12. Oern .. n '.1r l'orce . Januor)' ?6th. ~nov 

activi ty oltght, ~lthou~h al\1pp1ng att&cked t n the 

Thome o :'a tuary and orr Nort'o l k oouat. Night of J Rnuar)' 

26th/:> 7th. 

1) . 

Onl,y one one~ lliror&ft on ,,., t>ver. 

A1rcrat't C~oualtiao. l n oporattona over 

enc! t'rota British Ialeu. !Cne.llY I l•aetro;red , 3 li1roran, 

Brlthh: nll 

14. !lo- .>ecur1 'I• iHri/lt o r J 11nuory 25tl\126tb. 

Wow repol'\ed 2 ~raohuta ..tnee eloo otO,.. hJ.gh ex;>lod •e 

and 1ncend1er)' 'bo8ba dropped at • aouth .. ales •uorodro•• 

l>o•p olight end opereUone no t et't'aoted bul. 20 11111Hat•t 

pe reonnel killed, 
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r:;..:z/2657-220 
No. :l03 

SITUATI<Xl REPORT 

I . 1'/estem Theater of War. 

1. Air Force Operations, 

11.1.0., 11.0. 
January 29, 1941 
l2 :00 11. 

Unfavorable weather prevented R.A.P. action. 

German Higjl CoJ!IIl&nd cOilr.lolnl.quea claimed successful 
attacks on military objectives in Lon4on and southern Eogl,and. One 
4,600-ton ship was sunk and two others damaged. 

II. Greek Theater of liar, 

l. lli· An Italian c01m1unique stated that Italian planes 
had intensively bombed military objectives nt Salonika and the Salon­
ike--Athens rail.road . 

2. Grow1d. Local operations reported . 

Ill. African and l.!editerranean Th011tors of War . 

l. Air: 0 

Ethiopia and Italian Somaliland. British patrols are 
acU.ve, with no special chance in the s1tuaU.on . 

2.~: 

Libya . The Br1 U.ah are concentrating their forceo in 

the Dema area. 

Eritrea. British operations are progressing satisfac-
torily. 

~~ This military aituntion report is issued by the J.lilitary In­
telligence Division, General Starr. In vi"" of the occaoional in­
clusion of political information and or opinion it is classified aa 
Restricted, RBSTRICTED 
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TO• Secretar,r Korgenthau 
FRC&h llr. Qu ton 

JaD~W7 291 l9Alo 

/ 

I 

Fr1 ts Ste.rnberg, whose wri Unsa 1n tbe Ne1r Republic 
rou h&va notice<!, cama 1n to sea • toclq 'llitb a letter of 
introduction troa Broca BliTen. Alter SOllie connraation 
'llith h1a I turned 1Wo over to Coe of Rarrr llbite's stet!, 
Dr. Sternberg 'll1ll be 1n ll'aabinaton tor several c1a;ra and 
ia s~ at the Hotel .Annapolis. Be waa an scoocmat and 
11riter 1n GenlanT up to 1933 and lett there at the t1ae of 
Bitler• a accession to po'OI8r. He llvacl six years 1n floanca 
and Ensland, during 'll!lich t1aa he deYoted increasing atten­
tion to tbe davelopamt or t he German war machine and the 
seneral problem of military econOIIios. He ceme to tile 

239 J 

\hl1 ted Stetes 1n l9;l9 . His book 0 Qorlll&l\)' and tbe Lightning 
War• published about the t1ae or the llunioh crie1s, has attracted 
a great deal of attention. He called 1Jf1f attention to the fact 
that tho conclusions in his latest book •Fivatold Aid to Britain" 
closely parallel the conclusions of the Purrl.s report, as re­
ported this 100rning by .ll.sap and Kintoer. I 111 attaching a 
copy of "Fivefold J.id to Bri ta1n1 • 'll!lich hs lett '111 th •· 
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A NOTE ON THE STATISTICS 
IN THIS BOOK 

This discussion is nor primarily a work of ft'Search and the statistics ca wbicb 
it is based are no< of prime importance. By far the moor signi6canr fCVVtt 
of it is rhe way in which statistia are uJed, compared, and intrrpr<ted ., dn• 
conclusions concerning th<: courte that America is to follow in tht immtdioo, 
future. Since oeverth<:less !he argument is Msed on =istics, somt o( whC 
may be surprising ro th<: reader, ir should be Stated dw overy IWiltiaJ 
~gu~ cit<d by Dr. Sternberg is and has been available ro any ranttber wt.o 
rakes the uoobie ro ...,k it out. 

About oine-tmths of the Stttisria cit<d ~ from soorces ol ooe o( tbt 
following kinds: 

I. Official statistia of the German, British, American, French, !!tiP., 
and o<her governments. 

2. Published sratemenu by officials of rhese governmentS. 

3. The rtrms of the Franco-Germ•n •rmistice. 

4. Repons in pubUcations of rhe high<'$< repute in the rupective .,.... 
rries, such as th<: New York Tim•r, the New York H~r.JJ Tri!JIIIu, 
lrOfl Ag•, the London &onomis1, rhe Dt•ttehe Vol!nPin, tbt 
Vierreljahrtr fiir Konjudrurforseh•ng, and the monthly Ststistial 
summary of the Dresdn<r Bank. 

In a few cases, it has been neussary to use authorirati''" estimatzs ill tbt 
absencz of any ollic.ial 1igwu. In ocher a.ses, it has been nectSS&IJ• ill tbt 
absencz of up-<o-<latr official ~gum. ro use pro-war satis<ics modi6cd • 
accocdaoce wirh published ~ports on cunenr cooditioos. 

Or. Sttrnberg is recogniz.ed in Europe, England, and the United SuiiS • 
an authoril)' on military ecunomics and war po<enriah. He is tht aurhor d 
several books published in Gorman and in English; bas contributed 10 tbt 
Army Q~~ms.r/y, the Royal Air FIJrco Q•nrler/r, and tht Econom/JI, 11 

England; to the lnfanrry Joum.J, the Am1rkan M~rcury, Asi4, rh< II,., 
R#[>uhlk, !he NaliOfl, and other American maguines, and has done f<IOII(il 
roc Fortwn1. 

Regraded Unclassified



FIVEFOLD AID 

TO BRITAIN · 

Regraded Unclassified



Fivefold Aid 
To Britain 

To Save Her and Keep Us Out of War 

FRITZ STERNBERG 
Author of Gnm<lny and IM Ll1htnl"1 War 

With Charts and Drawings &,. Harry Roth 

THE JOHN DAY COMPANY · NEW YORK 
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INTRODUCTION 

D efeat Still Threatens Britain 

AT che time of the publication of this little boolc, it is January, 1941. The second 

World War is almost a year and a half old. Outwardly, at lean, the course ic 

hu caken thus fat has bee? complet~ly erratic. It co~ced with Hitlec"s Bliuktieg 

•gainsc Poland, after whcch, late 10 1939, and early en 1940, che ~rman Fuehrer 

ordered rhe suspension of military operations for months. Bur behind this "Sitt­

krieg,"" behind this ""phony w:u, " Hitler conrinued Germany's gigandc armament 

program. Despite many years of intensive armament producrion in times of ··peace,·· 

~rmany kept on arming twice as heavily as Great Britain and France together. 

The lull in military operations was shattered wirh dramatic suddenness when 

~many invaded Denmark and Norway and then turned to the Wesrecn offensive 

which wound up in the lightning war, followed by lighrning vicrories, in the Nethor­

lands, in Belgium-and finally in France. 

The war has changed the face of the eatth. It has left France a shambles. Hitler 

has become the unchallenged master of Continental Europe. 

Germany's land army of today has no equal on the European continent. 

The Battle of France was followed by what started out as the 6rst phase of the 

Battle of Britain. The American people, dismayed by Frances rapid collapse, feared 

chac Hitlec might be in London by the fall of 194(). Bur rhus far the Battle of Britain 

hJS failed to bring a decision. Americans brearhed somewhat easier when Hitler's 

'schedule failed to material.ize. The long-<lreaded invasion of the British Isles did noc 

come off on time. 
And now, the American people perceive the possibility of an ulcimace British 

victory. The argument most frequently advanced runs something like rhis: 

Hitler· s Germany was anned co the t~th when it embarked upon this war. A 

further increase of its armament production is well-nigh impossible. On che very 

summit of its military might, Germany has been unable to defeat Great Britain. Now 

rime is about to turn against Hider. Prior to the war, and during its 6rsr phase •• un~<r 

the late Neville Chamberlain Britain failed to arm on a scale conmtent w11h ItS 

needs and resources. With W~ton Churchill at No. 10 Downing Street, and with 

the labor leaders in his coalition Cabinet all British production is now being shihed 

10 war purpo£CS at a steadily increasing,rare. Brita~n bas ~npu!s~ing t.h~s cou:; 

fo~ only a short time. It is certainly calculated to UDpro•e B~wn. s ~cuon fro 

WJCh.in . In the end, it is bound to change the military balance 10 B~ctaJn • favor. In· 

cteuing American support will tend still funh.ec co rob flitlet of hiS fo~r chances 

9 
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10 FIVEFO LD AID TO BR ITAIN 

o1 VICtOf)' . Thcff iJ., and«d. wide agrtt.mc:ot th~tth~ chancuo( an ulcunatt Brm,.;h 
vteu,.y :arc connan ely bccomi.n& brighter. 

Ccrtaan 11gnf K"Cm co con6rm this optimism. 
Dunn,; ~~early 1ug"' o( the intensified. air raids, in Ausun and arty io ~ 

ccmber GC'fman wurces insuoced thu tht: Genrun IAfttNJ/1 had comrlttt" «<ntrol 
ow .. 1' che Engll•h Channel and London. Fac«, however, show that chis wa~ mtrc 
Gc:nnan propapnda . 

The :tir raids arc a using cons.iderable damage m England. But the daylight raidJ 
of whith ch~ G~.-rmans wen: 100 bo2nful have biJed dismally and become the tXC"f" 
don rather chan chc rule. During the day, 2c Je.ast, the RoyaJ Air Force retains t.up~ 
maC)' in the :lir owr the ClUt.nnel and Londoo, in f:ac;c, over th~ whole: o( l!ngbnd 

Nor h:u chc Royal Air Force confined its activities to rhc dc:ftnle or Uritain. lt 
(llun11cJ inco offl::n$iv.e opeutions. carrying. out nightly ra.ids upon w~dcly IC:ttt(ftd 

G~:nu:an nh)f."Ciivu w11h synenu.c1c. regulanty. Recent weeks show •n aneru.sc rathcf 
ch:an 11 l~cup an 8rir:&in's carc(uJiy pb.11ned :air offensive againu th~ Rdch, the occu· 
ru." (\'rtirones, Jnd (•Sp.'Cl:tlly th~ Channd pom. 

When '" Scpcember, l~s Mr. ChurchiiJ pointed out Laccr-cbe Gm~WS 
.llh:mptN co c:any out an .nvasion of the British bin, che-y wc:rr cfl"ccciwly ch«kcd 
b,• thll." Ropl Air fOft'c. c~ btlore chc uoop coocinJd'U as.11JDN co chis da&a.k 
r.uL cwiJ '"mbotrL 

~UXC' arly 1n ()ccobcr, JUCh ambitious attcm.pu It anvuaon tu:m 10 ha.-c bta 
l'( hi(".'MK\1 The inh:·rim h.u b«n ucilited br Britain tO inaoJc us mthnry Urt'IIJt• 

:~1 home 
<.>nc of tht more ~rious repe-rcussions or the French diu.sccr wu chat che Briruh 

bt"-~ICIOOary Force, wirhdrllwing from Dunkirk, lose tll iu heavy amu equ•p­
lnt.111 C.on~'qUt."1Uiy. thefC wm no we)l~uippcd divisioru in England durin~ 1h0St' 
J:ap of tC'Ul~ Jangc:(' which followed in tht- wa.ke of France·~ final collapse. Buf m 
the rnc.uu im~; Uric:d11 hu gaine\12 prec-ious hrett.hing spdl tO re--equip wh:u was ~d't 
of chc OEP. :ukl :llso ro prOOuce weapons (or the 2ddicional millions lhllf art bc1ng 
ct~&int.J . E\·-:-r sinn: Dunkirk, British :trm:tmcm production has btcn working l1.1ll 
hl:1st. , . I 

O...""rirc th~ (-,cc ch.1t Gertn::~ny tod:t.y possesses betttr b:aset for tU fu~ous ru_v~ 
w.ar l~t:ain.n 8rui.Jh rnt'f(h:ant shipplng. which is sufi'crln3 ,sradually 1nC~1111i 
losses, the Dmish hies ue srill able co provide food and raw nuccriJb from 0~ 
SI..':U, front chc £.mpt~ rossnsions u wdJ as Crom che Uajced St;;t.tn anJ Uc:m 
Amc-ric'.a On ch" och"r hand, rhe Royal Navy is still dl'ectivdy malnr.ainin& ell.~ 
hlocL.aJt' apmst Gmnany and th.u put ol the Cootinnlt oow connolkd br : 
Nuu HalfofGt'f'ftu,ny's norm.1l imporu: ueafected brthis w,uch anJ wardoa 
K"\'CD K'.O\S, , 

The Unital Stu~. which wJ.S d.c:lh·ering buc hrdt' up to the cira.e ol fna« 
1 

DEFEAT STILL THREATENS BRITAIN II 

GJeat, 0\"Vin& co rhcs.m.all volume of ordtn pb.cN h~ by rbC'Ch.uabn-la1nG\WC'fn· 
~t. is 00\'f' scndinJ irKtcaJlftJ SUPrltet CO En,&l.and compa~ tO thte tint month' o/ 

194 Su::~« tben.fM anua.ncc, pbnc dd1vtnu co Britain hne u'lcra.k'l.l al~c '"''" 
told AJuri(an armamc:nt pn>JUC1ton IS s:rowin&. Accordtn& to the- (.&mous tuccmmt 
mJdc- by Prutdcnt Roc»e,•elc. Briratn is to receive 50 ~cmt of Ammc.t 's tOtal,,,.. 
JJDmf producuon. 

Thus C'"crything appears tO bt' 1ft chc best oi order and co IUSU()' ,. 1u 1c o( 
opumis;m. 

lo the surnm~:r o( 19..0, Amt'ficans KriOUJiy discus$ed the possib1licy of ll1th.•r'• 

1numph~m entry into t..ondon. They pondtred the possibility th:n h.: tni81H. in 1ht 
cour~eofthc c:nsuing six momh•. usc the combined Cerm~n. English ,l:r..-nch, luh:~n, 
andjaplncse flccu to :uu.ck and, pouibly, co conquer the UnittJ Scatt'$, 

Now the opinion pn:vails th:u:- JIIn'H'hllu.-the British will ulmnatdy win Sclmt 
rbink tb:u this may take 11 long time; othcn thac it will occur in a rd:~ci"c:ly shutt 
rilllt:. It may h.apptn in 194l , Of ~rh•ps not unul 194} or 19«. But io pout w.&I'J 
Engbnd has always won at the end; and even today, an uh.itnoau: Dnmh vtctor)· IJ 

main, since its m1lh:uy urengch is incmuing stc:adily and ma« r:apadly th.1n thJt 
ollh< Third Rcich 

Sucb opcimiscic views are based on Juppc»ed (uts; and wh;at LS even lOOft' tm• 
rorunt. they corrapond co thC' (eehn&: aod mood of the Amenan m.l.uct Mtlhoni 
ol.-\llltf'iansck:ure 1 Brtti.Jh YictOt'y, but they 2.n' rduct:;J.ot to chang thcard~al) l1f~ 
CTal •lightly 1n cht' inccruro( •~h a ''ictory. When they :Iff told Uuc tlw: danw.-r cu 
Bnt:a1o h~spuscd. that cht sicuacion is bound co impro\-c, chat Bnu1n \\Ill w1n, 
todlog all d.a.n~ co 1hc Un11cd Stttes, ther a~ wdl5atlsf..OO. ThesJogan ch.11 r~:ally 
descnbes the Amencan ttllt:Ude JS nOf, ''All ;aid to Brir.ain shon o( wu,·· but r.&ch~:r, 
··.-\u aid 10 Oricain short of a change 10 our d:aity lh·c:s ... 

ThiJ complacenc optimism c.11nnor by the grt.ttet.t stretch o( the unag.nuiOf' I'!C 
considered justified. Even more than th.at ! we perceive in it c:xtr~n.~: •bngcrl fur th~ 
fun1re of the Amcrie2n nation. Jc is , imply not true that the: dans~:r co Oril:&ln has 
p:a.skd. Even though no invatlon ma)' be attempted during II~<: winter.montlu. ch~ 
J.1ng~r mJ)' steadily incfC':ak, ~tnd b<.-come grcau:r by next spr111g 1han It was HI thl.! 
flU ol 1940. 

In the chapters of chis book we sh:all try co provt' che follo,vang tht-;d 
(1) It 1.1 not cntc chtt Hitler's Germ:any is in no posiuon to •ncrc.aJC It~ :arm.a· 

tatat production On chc concnry, ic is well c::tpable of doublmg it:s um.a~nt rro­
~ioa, 1f Offil be, (or the tim I urugslc- ag:aimc England. This an be: .an.uncd 

a} by conccntntin& all production on chOStarmJ \vhi<:h arc: dn11ntd co play 
• c!msi"" rok in tbC' M.allbnk o( Brir:ain. • nd 

b) by orp.nitin& chc- national economy ol the: conquered tc:JTUOfld ' 

lurncu,n5 chtm to che &reater German wu ccooomy. 
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12 FIVEFOLD AID TO BRITAIN 

(2) Britain's present umament production is~ of coune, far &n:acu today dua 
it wu early in the wa.r. However, tbe claoger rematns tbat tbe -.Jw.r;, nfBrit&U.' 
armament produCtion will continue to lag behind the ac«leration n{ tbat o( C.:. 
many, which is now in a position to commandeer aod control tbe resources and 
serves of Continental Europe. Presumably, Britain by it$el£ will not be able to de{: 
Hitler'• Germany, and is, on the contrary, still threatened with im.mioeot defeat,~ 
left to its own resources. 

(3) American help, and American help alone, can save Britain. American aid 10 
Britain, if maintained at its present level- indeed, even if slowly increased from iu 
prese~t utter!~ inadequate. rate-w~ll nev~r accomplis~ this salvation. ~can sup­
port tn a ateadtly and constderably tncreasrng amount ts needed to save Bntaio. 

(4) American aid, if it is to Iii! Britain's requirements, should equal tbe eotirc 
British production as of today. With such support forthcoming in tbe near fututt, 
Hitler'• victory may become improbable, and even impossible. Britain will tbeo r-.. 
main the only free country in an enslaved Europe. 

To win the wa.r and free tbe subjugated natio01 from Nui serldom, BriW. 
needs American aid to exceed its total production. 

(S) I{ Britain obtains such suppon as quiclcly as possible, tben, and only tbea, 
may we hope thlt the United States will remain at peace. 

A tmfoiJ inm1111 in Amlri«.n aiJ to &it11in it not 11 mp m11m 11 ''""!nit, m tb. ,,.. 
'"''1• thl tlt<itilll slip which willlt11p ,{,.;.,out of thl E11"pt11n war. 

Inm1111 tlt/i..,;u tmfoiJ in thl thortm poJJiblt spact •f ti_,nJ thl Unit•J Swu 

will hi '""'J Jr., war! 

New Yorlc City 
January, 1941 
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Hitler Organi'{!s All Europe against Britain 

In the winter of 1939-40, when the second World War instead of dev lo · 

I '1' · • e pmg 
into lar~e-~ e Dll •c:a.ry ope"",ttons, settled down to what British jokesters called a 

"Siczkneg and certtWI Amencan observers a "phony war," it was widely assumed 

that Germany's armament effort had attained its peak at the very outset of the war. 

German military strength in the spri.ng of1940was not expected to exceed its highest 

1111rk reached in the fall of 1939. 

British and F~h armaments, on the other hand, were growing, though slowly 

and gradually; thus It was generally accepted that the position of the All ied Powers 

would improve by the spring of 1940 in contrast to their military strcnsth at the 

beginning of the war. 
Hitler's lightning wars and victories in the spring and summer of 1940 brought a 

rude awakening, since they threw light upon two faas. 

On the one side, they revealed the immense quantities of war materials the Nazis 

bad been storing ever since their seizure of power in 1933. On the other, they demon· 

srrared that Hitler's armament program had by no means been suspended at the end 

of the Polish campaign, nor during the interval that followed it up to the Western 

offensive. Now the overwhelming majoriry of Germany's armed forces was thrown 

against the enemy in the West, while its war-material production was ceaselessly 

increased co peak capacity in all the territories then coo trolled by the Nuis. 

Immediately after completing the conquest of Poland, the Nazis went to work 

and organized the entire national economy of rhe vanquished country, incorporating 

everything from Polish coal mines to agriculture into the greater German war econ­

omy.In addition, Germany, throughout the winter of 1939 and 1940, steadily con­

tinued to increase its production of arms, which was already working in high gear. 

Despite the preponder2nt war economy which existed in Germany even prior to 

tbe war, certa.in peacetime industries- such as residenriaJ conscruc;don and the maou· 

facture of automobiles-had been retained in the Third Reich . Now they too had co 

give way before a sciU further increase in war-material production. 

Thus, during the winter of 1939-'10, the German Army and armament produaion 

forged still further ahead of t hose of Great Britain and France. 

During that winter of apparent German inaction, Hider scill managed to drain 

hi• 100 million Germans Czechs and Poles of twice as much in armamenu as the 

Chamberlains and Daladlen sque'.zed out of Britain and France together. This i~ 
creased production, added to the enormous stocks scored in advance, became the bssJs 

upon which the Battle of France was drawn up and brought to a succetlful con-

IS 
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elusion. With itsaid Hitler advaoc:ecl to the posicion of maner of Continental~ 
ln a way the suuggle of Britain today is only a repeat perlollii2J>Ce on a Jar 

scale of a spectacle witnessed once before. Again , military operations appear 10 : 

been suspended for the winter, millions of German soldiers are lcept in apparent id~ 
ness. Again the war is conJined to a few military and diplomatic sideshows, mort 
intensified and widespread than those in the winter of 1939-40, but limited to 
secondary theateN of war. Neither German U·boats raiding Britain's metth>ot 
shipping, nor the air attacks of the Lt~ftwt~Jf• and the Royal Air Force will be able to 
decide the ultimate outcome of the war by themselves. The Mediterranean has become 
an important battlefield . It may well usher in the decisive phase of the war-bueche 
war will not be decided in the Mediterranean alone. 

Once again, neutral observers everywhere indulge in the belief that Britain will 
be able co accumulate sufficient strength during this winter to embarlc upon nat 
spring's intensified warfare much better prepared than it was in the fall. 

Again they tend to misjudge Hider's actual posicion and ov.,rloolc the impotW!t 
face that during the winter of 1~1 be scill ""'• and indeed will, mobilize immense 
ncow reserves- both Germany's own and thosco obtained in the conquered >Del 
occupied territories. 

It would be a fatal error to believe that C.,rrnany reached the highest attainable 
peak of iu military efficiency in its war against Great Britain during the summer 
and fall of 1940. On the contrary, it is still capable of greatly intensifying the prose­
cution of the war. Most of Germany's rescorve strength has long left the blueprint 
stage and is now rapidly being translated into realities. 

THB R,B..\LJGNMBNT OP TUB 08Jt.MAN AB.MY 

Let us liNt survey the present status of the German Army and its equipment. 
Early in this war, in \lie spring and summer of 1940, Germany·~ Army and armament 
production were not primarily prepared for the war against England. They wen 
both geared to a continental war on land, for the campaigns againSt Poland sod 
France, for the gigantic suuggle that was designed to bring about Gcormao domina· 
cion of Continental Europe. 

The overwhelming parr of the German Army wu fully trained, and the mj« 
part of German industry was geared to the immediate task. And the campaign aimed 
at Gcorman predominance in Europe brought amazing success. The immense striking 
power of the German Army stood its test well . Unlike the first World War, when 
Germany had to light for four long years, the new German Army now required but 
four weeks to Vllnquish France. 

Both the Polish campaign and the Western offensive revealed the Nazi High 
Command as a past master of cll-ortliMiin& the various arms and services. It ...s 
amazingly successful in bringing about the closcost possible co-operation ber:ween the 
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LI/I'IUf!' atld th.e ~~ divisions,. infantry and artillery. Aside from the n'fer· 
whdJillllg super1onry of Germany s u!>'to-date arms equipment thu bri1JWI 
co-ordination was the key to the S«ret of Nw victOries. ' t 

The G~ High Command itself was trained for this war in long yean of 
mi liury trad1uon . Beyond that, 1t was the 6rn to loam the military Ienon that h' . , d t IS 
war is, to an ever-•ncreasmg egree, an industrial war. It was also quick. to ruli%e 
that tank.• and planes, properly. ~p!oyed for all they are worth, provide modern 
armies w1th new ofl'eo51ve poss1b1hues . 

All the5e discoveries and realizations were extremely valuable and useful in the 
war on land, i . '·· in the Polish campaign and the Battle of France. This does not 
mean, however, that they are necessarily valid for the impending Battle of Britain 
1s well. The invasion of the British Isles certainly requires the most precise and 
meticulous co-ordination of the various arms, but this particular kind of co-ordina­
tion has not even been tested as yet. 

Fint of all, it requires the co-ordination of the German Navy and the I..jt~NIJ•. 
motorized and mechanized landing divisions, parachute uoopa, and so forth. It ..,. 
quires the development of new landing methods on effectively defended enemy shores. 
This, in turn , n=ssitates the retraining of important contingenn of the German 
Army especially for this tuk. 

This reorganization and retraining of tbe Geroru>n Army for its new and greater 
assignment commenced in July and August 1940, immediately in the w•ke of Fr10ce's 
collapse. But it was merely a beginning! From June 25, the date of the French Armi· 
nice, tO the middle of September, when the invasion was alleged ly scheduled, only a 
comparatively short space of time was left to the Germans- some 85 days. 

The heroic action of the Royal Air Force, showering thousands of tons of bombs 
on all the so-ca.lled invasion ports along the Continental coastline of almost 2,000 
miles, prevented the Nazis from conrinuiog their landing experiments on a large 
Kale. But the mere postponement of the invasion by no mans indicates that Ger­
ouny has now finally ab>.odooed all attempts ar invasion at some future date. 

On November 6, 1940, Prime Minister Churchill told the House of Commons: 
" !agree with those wbo think the invasion d10ger bas for the time been diminished. 
But do not let us make the mistake of usumiog it bas passed away, or it may not 
recur in acuter form. '' 

England reckons that att~pts at invasion may well be resumed when condi· 
tions in Germany are more favorable for Germany than they were in September, 1940. 
In the spring, weather conditions are favorable over longer periods of time and the 
retraining of large contingents of the GerDIJin Army for the specific requirementS of 
the Battle of Britain will have been concluded. 

Since tbe collap5e of France, the GerDIJin Army has not been called upo~ t~ 
carry out large-scale military operations. This does not mean, however, that " u 

Regraded Unclassified



18 FIVEFOLD AID TO BRITAIN 

idly waning precious houn. It is cootimally kept in action, being trained aod 
trained for the gigantic cask it will have to perform in the courae of the alJ-(Iuc aa: 
of Britain. It is quite safe co cake it for gr~n~ed that by the spr~ng and SWIIIQer; 
1941, it will be much better prepared for thts unmense task than 1t was in the fall o( 

194(). 
Moreover, it wilJ be far better equipped for this panicular task than it was but 

six months before. 
The Battle of France cook only a comparatively short time. Despite the tretoeo. 

dous consumption on each day of battle, the sum total of war material used was DOC 

particularly large, quite aside from the. fact ~t it was partly made up for by the 

immense quantities of enemy scores whtch fell toto German hands both in Belgium 

and France. 
For che time being, the German Army has no equal on the European Continent. 

Temporarily, at least, it is confronted w ith no exacting tasks; its present consump­

tion of war material is hardly worth mentioning; its present need for arms and muni· 

tions places but a light burden on Germany's armament production, even smaller 

than during the preparations for the huge and furious Western offensive. 

TKB aiSa IN AUCll.Al'I' PaODUcrJON 

Consequently, Gertaan armament industry is now better able chan ever befort 
co concentrate on the production of those arms which are co play a decisive role in 

the invasion of the British Isles. Primarily, these are warplanes of various sizes and 
designations. 

Of course, German aircraft production was considerable even before it exceeded 
the combined production of Britain, France, and the United States. 

But it would be a grave fallacy to suppose that German aircraft productino 
actually reached its peak during the summer of 1940. The reduction in war-matcrUI 

needs for the land artay now enables Germany to increase iu prodpcrion of war­

planes. 
The sheer fact that Germany is able to hold down the damage done to its vit11 

aviation industry by incessant British bombings, indirectly aids German aircraft pro­
duction . While German heavy industries, for instance, are frequently tied down ro 

certain regions, such as the coal deposits of the Ruhr, the aviation industry is nOt 

bound by such limitations. ActualJy, German aircraft factories are now being moved 

co an increasing extent to regions in Greater Germany which are beyond the raoge 

of British bombing planes. 
Were Germany compelJed co conduct a Jarge-~C&le land war involving • oDD' 

siderable consumption of 1111 sorts of war materials, the High Command would ba<e 

co continue diversifying war material production and man power. Bot coda!.: 

Germany Army already possesses all the tanks, guns, machine guns. aod mUDJtr 
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it oeeciJ for the time being, and so Gumaoy is in a position to rauiet the __, · 

· I Th · · 1'"-IICIJon of all these war matena _s. us sts iodunrial productioo gains an W>drumed oi 
e]ssticity, and Germany u now able to concentrate the bulk of this producti 
gaterial required for the Battle of Britain. 

00 00 

In so far as the production of airaaft is cooc:emed, ao increase is oot only 
tentially possible, but is oow actually apparent, both in Greater Germany and in:­
occupied territories. All aircraft factories in these regions have been put to wotke 
and their production facilities are being exploited to the utmon. ' 

We caution mo_n e~p~atically aga~st th~ common practice of speaking only of 
the progress made. Ill Brmsh :1od Am~scan asrcra~t production, while disregarding 
further advances so German producnon, which 11 far from being statio0:1ry; the 
uemendous dyn:unic power of German military developmen11 has made itself felt in 
this field too. 

We must compare the growing production of Great Britain and the United 
States not with •/J German figures, but with the number of planes 111111 being produced 
in Gtnuaoy and with those which will be tutned out during the winter months. 
Undoubtedly, there will be a considerable further increase . British superiority in the 
air will never be accomplished by a mere iocreuc: in British production a.nd American 
deliveries. It might be achieved, however, if :10d when the '""P' of British produc­
tion and American supplies Surp;LSSCS the tempo of German production. But more of 
chis later. 

Of course, the Battle of Britain is not waged by the Lttftw•Jftalone. Participating 
in it are scores of Nazi U-boats and individual raiders which manage tO outwit the 
British blockade and escape to the high seas. The increased offensive power of Ger­
man naval warfare has already been manifested in the gradual increase of British 
shipping losses. ' 

It cannot be doubted that the Third Reich will, during this winter, make further 
progress in this branch of warfare. German naval units now hne a dual usk to per­
form : They represent ao dl'ective weapon aimed at Britain's vital merchant shipping, 
and they are slated tO play ao important role in any attempt to invade the British 
Isles. For these rea.sons Germany is now doing everything in its power to accelerate 
iu naval shipbuilding. The Nazis seem to be refraining from building capital ships, 
wh.icb are not expected to be of decisive value in the Battle of Britain . Instead, they 
are building destroyers, torpedo boats, submarines, small auxiliary craft, and the fast, 
so-called E-boats, or mosquito boats, whose construction can be completed within 
• comparatively short space of time. All available facilities are now fully utilized to 

build them at a forced speed, not only in Germany's own shipbuild~ng !ards, but 
also in those of the conquered and occupied territories, from the Arcuc C~rcle down 
to the Bay of Biscay. 

j 
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OII.MA,.., o aOAoHlXIS auvY l!o."'Du:sDY IN" 'Tt'la OCICUJ'lJtD I.IOIONI 

l"htocau o{Cicrmany's miliary preparatioos for the Bank of Briuioc:aa bat 
bt 

8
auJcd by the face cha~ ic no~. ur.ifu.cs che poducth~ ca~ity olcht Clelaqocnd 

and occupied terricorteJ to addmon to the whole cconoauc synem o( ~ 

Jl'OI"'"· f . . . . In Scpte:mbtr, J940, when the menace o an 1mmment mva11on ttem~ to bt 
mosucutc, the French Arminicewa.s leu than three monthJ old. By then Gumany's 
.Economic General Sr-.n' wu just about tO Mt)n the inc.Jusion or the rota.( e<lOCIOIIic 
1'\"fervcs o( 1 he conqucrt'Cl cerrirories into Germany's own huac wu «onomy. Thrir 
irnrntdi:au: usk was to repair the widespread damage wrought by the: lishtning war, 
By now, however, they 11.re wcJI :td,.·anccd in their work. Jn the coune o( thiswinttr, 
:all Ccrrnan org:ani1arion.al :~etivities will nrivc to itrtngchtn Germany's wu­
macc:-rlal production by 11dding co it the rthabilicaced produce ion of che occupied 
~err1corin. 

Nacurally. che Oli~tL:rieg Qused enor:mou.s sufferins an.d devucouion as loa1 u 
it luted But we shouJd ne-ter overlook thls fundamental face: the decisive Bttde: ol 
Francr was <OCKhlded in as uuny wec:ks u the fif1t World War rcqui~ ,-nn; (l(»o 

stdcfablt a~J o( Fnnce a.nd the- Low Countries .... -ere but indirecdy alfecrcd br tht 
anual liJhUnJ and the- darrucrioo that foUowed in its wake. Nor must "''t lorzn 
tha1 chu ume. in scrikit~g COOt.r.U( co dte fint WOrld War, an Economic GeacniSaf 
~·as funcuocung in Gtrmany long bd'ert the outbreak of hosciluks, tyne-autic:ally 
and mcthochcally orpniz.ing Germa.o economy for the war tO come. and iu~ 
nuing evt'f')"Ont and everything co the one: supreme aim : the efficient proM!CUtioo rJ 
the war with ultim.ate vlccory to be 2-cbie,,ed in the decisive 8Jttle o( Britain. 

On NO\'tmbet 10, 1940. the New York Ti11111 carTied the followins dispacdl: 
"The «onomic and ilnanc.i;~. l siruacion in occupied territories at the beginning cl 
wincer is char~tccerir.cd as progrcs.si,•e adjus-tment of their economies to <onditi·oc' 
prcv:tiling in the Rt ich, according co information avalb.ble here .•... Ptoducttoo. 
pbnning,tnd marketing regulations along the Reich's highJy developed p;atcemart 
the ord4."t o( the day in all occupied countries. Htllf!l inJwtrltJ in 8tlti'11"• ~~ 
... ,,. (lltJ FtllltU vo~~IMIIIlJ ltrf tttJc.bin~:, ptwill~liqll fiJIII'II •I '"' pttiM ptttwll•& '".,_, .... 
( Italics by the author.) • 

Prior co the outbrc:alc of hostilities, the combined British a.nd French c:c:~mJC 
systems. ac full exploitation o( their ptoduccivr reserves, were somewh:at su~:~ 
cha~ o( Ct'tma.ny. Fn.ncc:'s rapid collapse \vas partly due to cbt Wentm Powen 
impocmcc co tnrulace in time their produccive fon:rs into military (Of'«$. 

O.l:a:MAH ft.OOUCTlOS 'TW1CB AS O&&AT AS aiJTUH 

Of F . dJ f . . • ~--····(•"" count, ra.nce s ~;~tat has un.hc:r du.oged the stcu.auon tn ~-·, 
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11 f"'CD ac che wsy o~ntrt o( the war. Gum.a.af s rcooomic synaD wu aupcrior ,0 
that ol Britain. thit tuptrioricy has today gotly incrt:ascd. 
~y's ptdC«lt cconomicorpnis.m~ iOCIOC'pOftcing rbeccooomiaol tkcon· 

qocm! countries, u at lean c~icc the ~oiu of Bri~in"s. The- bal~ h.&) tumN 1n 
Gcrm•nfs favor pa.n_K:ululy an those ~es of todu.strial prod.ction whteh rl•r 
1 

decish·e role ia war economy, such as uon, tteel, and iron ore, the: most nsmutl 
o(.aJI raw materials r~uired for the produc:tion o( sttt:l. 

Let u.s now compare in a few striking figures the German and EngliJh lcvl.'ls 
ol production. We have drawn thc:m up in chans and di.sgr2m• to make: the: com pari· 
son as graphic as possible. 

Eve-n at the early nages o( the: wtr, Germsn $teel production by (ar exec.~Jc~l the 
corresponding production boch in Great Britain ~nd iu Empire. Gcrm.any thl.'n pro-­
duced 25 million cons, while Brit,ain's tOt2lttetl production amouml.'d co unly 11 
million tons. (See Figure I) 

"""" ........ 
Figure 1. 

However, German attel production early in the war .sulfc:rcd from" lent o~ 
teriouJ bottleneck . h depended on foreign countries !or iu supply o£ ore an~ alloys . 
Most o( the Rc:kh's peacetime importS of iron ore came fcom French, Swc:duh, ~nd 
Spanith mines, a con.sidmble portion o( which were ftOW cue off' by the cfK1c:nc 

Brlusb blocbde , 1 • 
GttmJ-nf11,nvasaon o( ScandiruviJ and the victory in ~he West K'~ toe amt· 

mtc this boulm«lc alrD04t complete:ly. and at the $JJDC ume g.n:atly tftCfCO\ied the 
prod.uctioo of neel at the dnpop_l o( Hider. Tbe combined cap~ocaty for tM prod\lC· 

o( _.~ • --~· aJDOQtlts to 42 aulhon cons. uoa ucd 1.n Gcrmany and the occup~ cc:mroncs ....... ~ 
•PJn.t 17 mtiJion cons .-ull produc.ed by chc British. 
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At the..,.. um•, Genm.of• oupply of iroa ore cn..d to wony tho N • t'.a> 
nomic Gcnd"al Suf, for the British blockade is no loogc:r able to pte:vttlt ~ 
/rom tmponing the: iron ore it requim. (Ste Fisure 2) 
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. Of cov.rse, it ':"iU nbc do co actepc all chue figures ac chcir fuU face value. Wbal 

rh•• book goes to press. not all che d•magc in war--coro Conlinencal Europe wiiJ 
ha\'C b«n fu11y repaired. Fr:ance's heavy indunries have not as y~t b«n /uUy iD­

co.rporated lnto the ~reatcr German war economy, Buc every day unril next •priQ.J 
w1ll undoubtedly bring further German prosreu in chis direc.c.ion. Even th0t1gh tbt 
prt~t:nt volume of ned production in the oec:upitd ceni.cories may Jhow a dedine r:l. 
a~u 20 ptr mu. (50me ) .4 miJJion tons under tbe pt'e'\\"U )e\•el of J7 millaoo. lcatU& 

I) 6 mollion tOOl ~Tllihbl• to Germany), th• Reich's owo proc!O>ttion o(l.j,..Jlioo 

cons plus .0 :6 milhon tons productd in cbe occupied territories sriU reprc:tc:DU • coul 
o{)8 6 aulhon tOllS o( ~t<d, more than twi« th• quanur:y produe<d by the wbolcol 
the Br1rith Empire. 

Ntx~ to iron, ~ted, a~ iron ore, coal is the most impona.n.t raw material~ 
by ptacucally a1J mdusmes. Let ut now 1cc: how che coal sit:UJ.tion bas c.ban.ged 10 

Gtfmany'a favor sin~ the colla pte o( Franc;e. (See Figure 3) 
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Tbe chan it 00t mosnt co'"&&<" that all tho -1 -'uct' o( h ..:...1 
. • • pl •- -'d -' r- 100 t • occu,~~ 

ttrrHOf'ld can now IUD y ~ ;a.g w to Gerrlu.nfa own oucp.a. A coeu.i&nble pot"' 

tion mu.n be raervcd for thett own enenrial civilian rronu·o--- h h h 

,.,.,_ 
,,._ 
ooo-

lO-

24$.1 

GRSATBRITAJH 
1~38 

-, ........... u, sue as t e est· 

COAL PRODUCTION 

186.4 

G£RAV,HY 

1938 

Figure). 

24$.1 

in& o( houtes, etc. Preceding their occu()lcion, the cotal eos-l iroporu of chest 

countries wttc in excess of the sum total of Gc:rma.n coal expon.s. 
On the Other hand, Germany's pra.tnt ability co comm.a.odeer the immense coal 

podiX:tion of t,he Rdcb, Poland, Ft:attee, .nd ocher octuped territories provides the 

Gerlun Ecooomac: Gmmt) StaJf with a cremcodoas c:l.uttc teRn"t to play with. The 

Nuis, mortOvc:r, now have a new trump a.rd in their haocb il tbty wane to put 
SU'OriJ prusure on tbOJe forces in the occupied territories which ate srill rtlunant 

toco-operace with cheir OC'W overlords. 
Ooe o( the most vi cal raw material• ttctuircd by cht: Jircnft industry is alumi· 

num. German production was considerable. and chc Reich. accocdingly, was com· 
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·AWMntUM AND IAUXITS .. ,_ 

Figure 4. 

The c:ooquest of Continenw Europe sened to improve to..., u-.muerin& 
ex1alt the productive capacity of Germany'• heary inc:lwaiea. Her niatioo ind.-y 
huatiu disposal Europe'a best~eftloped machine-tool i.odwtty, anc:luow fi>C<-ICI 
alWilinWD, ita eaeotial raw maceria.l, in abnndanao. 

Nnutbeleaa, Germany has failed to lind in the vaoquiahed Ianda certain metals 
which are also lacldng in Germany proper, or which are av.W.ble only in inaullicieo• 
qU&IItitiea. Thus the Third Reich still ia ahon: of copper, maog~J~C~C, nickel, twlgsu<l• 

aodchromiWD. Buc ooeof the foremost wla of the Nazi Ecooomic Geoera!Stall'..., 
to &CCUJDulate io advance considerable reaerve acocla of all theae vi cal mecala. Ar aoy 
r&te, we muu alwaya beat io mind that for ita preaeot air, aea, aod probable iovaai~ 
war against Eoglaod, the Reich oeeda far leu in the way of r&w maceriab chao 11 

required for the supply of iu h11p land armiea 6sbting for fo..r yean in cbe 6nr 
World War. Germany ia now m.ainly interated in awtai.oios the armament proplll 
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..,til the ~fda~ .. -- ol1941, ..... - ded.l.,. .... ollrilaia will .. 
Coolpt. 

opv•vr't OILII'rUA,..., 

The raw material moat urpdy aeedecl fOt the opendoa o1 paa.. &ad wanhi 
.,.d thua for the Batde of Britain, ia oil. Barty in thia war Genu.ay'a oil ~ 

h . h'-- • • -n-Y 
wu by far t e moat aenoua pro ICDl of Ita war ecoaomy. By now, howe.. the oil 
situation baa alao chansed in Germany' a favOt; and thia on two lfOWida. ' 

Firat, the proaeeutioo of the war and, with it, the COCIIWDptloo o1 oil WJderweat 
1 decisive chanse. Juat oow, Germany is not coodacdoa any larae--le military 

operations oo laod io Coo~tal ~pe. Ita ~t .cooaWDpcioo o1 oil ia larply 
(Onfined tO what the !Mf'-ff• u UI1D8, and to the limited COCIIWDpcioo of ia Na"7· 
lAter, durios an iovasioo of the Britiah Wea, taob &ad IIIOtOIUed aoia will ....; 
nquire cooaiderable quantities of oil. 

Germaoy'a pre:aeot coosumpcioo of oil c:anoot be c:ooaidered larse. The prewar 
estimate$ of experu, accordios to which 12 to 15 millioo tool of oil woold be ,. 
qllired per year by a lirat-rate bellisereot power, do DOt correapood to talitia, aiocle 
all thC$C estimatea proceeded from the supposition that a combined laod,-. &ad air 
wu would be fousht on an immense scale. 

Since the Battle of Briwo ia not likely to compel Germany to employ aa army 
of four millloo trOOJ», &DDual oil cooaumpcioo ia certain to remalo fat below the 11-
miUion·ton mark. An additional savlog bas been made by tbrotdloa prince coa­
sumption of oil both io the Reith and the European tcrritoriea, c:ooquerecl Ot other­
wise, now controlled by the Nazia. 

While Germaoy'a actual cooaumpcioo of oil aloce the coUapoe of Fnoo:e ia coa­
siderably )C$s than was anticipated, iu aapply ia better aaaurecl, due to the OCCPp"rion , 
of Rumania's rith oil weUa. 

How bis was Germany's peacetime cooaumpcioo of oil? Dr. lladolf J!io:kc,' a 
director of the RticluJ.l, reported that io the last prewar year, Germany' a oamral 

aod synthetic oil proclactioo amOWlted tO 2.7 millioo tool, while 4.4 millioo -
were imported !rom abroad. Io 1937, tOtal German cooaWDpcioo amounted to S.lS 
million tooa o( whith 1.8S million tooa were prod need at home. 

It is safe to say that, io 1938, not all of the anilable 7.1 millioo toot wu 
actually coosumed; a considerable quantity was atOted to be drawn upoo io wba~ 
emergency might arise. While the campaign• in the weat aad -t baore oamrally 
drained Germany's oil reserves, the (OosWDption was partially compeouted foe by 

considerable nores which fell into Nul banda lo the conquered territoriea. 
Today, Germany ia the UDCioubted master of all Rum•ni•o oil productioo. Io 

'· ·w.,-......,......,.~ v.,.,. r ~· ·1 
.. ·, w....,_,~,_...-..a.u.. ,._.,...._..,..... 

lftt.tMrt~y-. ... -., ... - . 
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19}6, this production rotaled 8.7 million tons, buc slumped co 6.7 million 1001 • 

1938. This grad112l decline of production continued right up to the Nui OCCUpati 
111 

of char country: nevertheless, _it re=in~ ac appro~i':""cely 6.2 million tons per r: 
Ler us now compare Ger=n unports With Rumama s oucpuc. (See Figure 5) 

O J L 
1H N.LI.JOHS ~ TONS 

6.2 

RUIMNIA"S OUTPUT 
\YolO 

Figure 5. 

As revealed by chis diagram, Rumania.n production exceeded Ger=ny's total 
imporrs of oil during the last prewar year. Still, ic would be wrong simply co com· 
pare Rumanian production with German imports, since Jr is utterly impossible thlc 
the former will ever go exclusively to che Third Reich. 

Germany is waging this war in partnership with Italy, whose oil difficulties tre 
both grearer and more acute than those of Germany. Unlike Germany, Italy has no 
coal surpluses ac iu disposal. Italy is even compelled to import almost all the cosl 
h needs from abroad, =inly from GtniWly. · 

Consequencly, Italy has no synthetic oil production worth mentioning. Its 
peacr1ime consumption of oil amounred co jw1 over 3 million cons per year, of which 
less chao half a million tons were producrd in haly, chielly in Albanian wells. Of 
course, 1he Albanian production is seriously impaired by che uend of the Icalo-Gnek 
war. 

Prior 10 entering che war, lt:tly imported annually more ch:tn h:tlf a million co~ 
of oil from Rum:tnia. Since it is now cue ofF from its normal overseas sources of oil 
supplies, liS imports from Rum:tni:t are bound co increase if ic desires to concinue the 

war on European and African batclefields. • 
Aside from Italy" s increasing requirements, Rumania's own "' well as Hungary .1 

needs muse be Ia ken in co consideration. Rumania" soil exports to Germany ar~ esu· 
mued to have reached 1.4 million tons in 1940. Owing co the circumstances men· 
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tiooed above, they will hardly go beyond 2S miUion tons in 1941 despi~ the Nazi 
occupation of the oil-producing regions around Ploesti. ' 

The Third Reich is hardly likely to encounter great difficulties in ita attem . . . pta tO 
invade Brttlllll next spnng or. summer, so far u oil is concemed, though German oil 
production bas suffered constd"."'bly from RAF raids. Of cou1'1C, this may beclome 
very much more. acute-and tt 1s o~e of the contributing factors whkh may induce 
Hitler to start hiS land army marchtng on Su~. not merely for the possession of the 
Suet Canal, but also for the oil fields of Iraq and Iran, u Mr. Churchil.l predicted in 
one of his reports to Commons. 

In so far as iron, steel. iron ore, coal, and iu whole induurlal structure are con~ 
cerned, Germany, with the annexed resources of Continentall!urope now at its dis· 
posal. will be a pproximately twice as strong as Great Britain. 

Under the Chamberb.ins and Daladien, Germany was able to arm at twice as 
great a rate as England and France together. So it may be said today that, even 
though Churchill is now transforming Britain's economic system so as to satisfy 
the requirements of total war, the Nazis in Germany proper u well as in cooquered 
Continental Europe will be able to obtain at least twice as much of practically 
everything as Churchill will ever be able to get out of Britain and the Empire. 

Not only were the confiscated arms of the dissolved Czech army assigned to the 
German Army, but the SkodaarmamentworksofCzecboslovakia were put to work 
and now continue the manufacture of arms and ammunition. All the captured scores, 
weapons, and ammunition of the French, Belgian, and Netherlands armies were 
placed at the disposal of the German Army, and Hitler, in his speech of November 9, 
announced that the Schneider..Creuzot works of France, the Fokker airetaft factories 
i~ the Netherlands, the Belgian and French heavy industries, the Danish and Nor· 
wegiAn shipbui lding y:uds will be utilited to capacity to produce for the German 
Army in its preparations for the Bartle of Britain. Hitler thus bas mobilized the 
whole of Continental Europe for his gargantuan struggle with Great Britain. 

Oll&.WANY•$ lof1LITA&1' I UDOJn' 

This is clearly reflected in all German production figures, as well as in the curve 
of the German budget both before and during the war. It hu become a truism that, 
prior to the outbreak of the second World War, the Third Reich employed its im· 
mense terror apparatus to force millions of Germans into the exclusive service of a 
w>r economy. Even during the years preceding the outbreak of hoStilities about ball 
of the German production was either directly or indirectly working for war. 

In a significant speech shortly before the outbreak of the war, Hitler revealed 
that about 90 billion marks had been devoted tO Germany's rearmament since his 
advent to power. In an article, published in the third week of this war, on September 
21, 1939, and entitled "Germany's Industrial Military Preparedness," the German 

• 
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Institute of Business Rdearch, basing its condu•ions on Hitler's figure of 90 billioo 

marks spent on armaments, stated: 
"Over the same period, calculated on. a _rurehasing power parity basis, Britain's 

armament expenditures amounted to 25 bdhon maries, those of Fr:tnee to 15 billioo 

maries." 
Viewed in the light of the Baule of Frmee, it may be accepted as ,. fact due 

Ga-many's produetion of war materials was, as stated in the Institute's survey, IJIOrt 

than twice as much as Britain 's and France's together. 
Germany's army of millions now laeies a large-scale theater of war. Thus cot 

might have been justified in assuming that German war expenditures would be 
sharply reduced after the signing of the Armistice with Fr>.nee. According to Ollt 

analysis of present-day German production, the exact opposite is the case. 

Notwithstanding the Franco-German Armistice, both German armament ex· 

penditures and the whole German budget show further increases. Taxation and the 

rate of public borrowing are also increasing in Germany. During the first complete 

year of the war, official German 6gu= revealed an increase in the public debt of 29 

billion marks.' But while the monthly average of new borrowing was but 2.1 

billion maries during the first six months of the war, recent months show a monthlr 

avorage increase to 2.8 billion muks. All in :ill, it may be said that a German budget 

which amounted to about 4 billion maries per month during tbe early stages oft~ 

war, has now increased to no less than 5 billion marks. 
These figures are identical with those arrived at by the London Ecmomilt. On 

October 26, 1940, the Etonomist wrote: 
"Expenditure during the Bli~•&. it can be calculated, bas been a liule over 

five billion marks (exclusive of miscellaoeous revenue), or at the rate of 60 billion 

marks>. yeu, wbi~h is equivaJeot to about £4,000,000,000." 

Yet even these ligu= are not conclusive, since they merely reve:tl G,...., 

Germany's wa.r expenditures. The "contriburions" extorted fr(la{ the conquered and 
occupied territories mun be :tdded. • · 

Since the signing of the Franco-German Armistice, France bas been compelled 

to pay 20 million marks per day into rbe Germ:~.n treasury. These 20 million marks 

are now converced ar the compulsory r>.te of exchange of 20 francs to the mark. Thu 

means that France is obliged to pay 400 million francs every d:ty, or U billion francs 

per mooch . This is equivalent to about 300 million dollars. . 
Aside from these 300 million dollars extorted from France every month, Belg•um 

and the Netherlwds, Norway •nd Denmuk ue ..tso forced to raise immense soms tO 
-L • ' " 1 wdl 

cover <11e costs of German armies of occupation. These "contnbuuoos rna 

exceed 100 million dollars per month. 
__ B'-y-way of summ:try, we may S>.y: Germ>.Dy emb:trked on the second World War 

t Ntw York T ... t, October 1&, l.HO, 
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with a budget which appropciated about 4 biUioo marks per mooch to COYer all • 
pendirures. Of this sWD total, appcoximatdy 3 billioo mara went toward scri :;' 
military e~penditures, while the teSt was used tO cover the State's other expeo'.:. 
If, follow•ng a rate suggested by the London &,....,hr, the pound sterling is con­
verted at 15, and the dollat at 3, macks, Germany's milirary expenditures amounted 
tO one billion dollars per month. 

In the meantime Hi~ler's Germany conque.red Continental Europe. This con­
quen com~leted, the Naz~s proceeded to bolster their own war ..:onomy by including 
in, and adJusung to, their greater war ..:onomy the entire economic systems of the 
conquered and occupied territories. While early in the war Germany's military ex­
penditures did not exceed 1 billion dollars per month, today the sum total devoted 
to military expenditures in Germany proper and the conquered torritories is well up 
in the vicinity of 2 billion dollars per month . 

From the winter of1939-40. to the winter of 19<10-41, the Third Reich has well­
nigh doubled its military upenditures. 

Thus Germany entered the new phase of the Banle for Britain with a completely 
integrated production system of Greater Germany, with an attempt to include the 
regional economies of the subjugated counuies in this greater economic system, and 
with a gigantic military budget that has once more b..:n doubled since the winter 
ofl939-40. 

In an article entitled "Germany's Economic Mobiliurion ," published in April, 
1939, more chan a year before Hitler's invasion of the Necherlands, and almost rwo 
years before che publication of this little book, in the Arm) Qo•rurly, Britain's fore­
most military review, I summed up my survey as foiJows: 

"Germany's economic mobilization for war is being carried on ac the highest 
possible speed, and up to the present the indusuial mobilizacion of the Weotem 
Powers has reached nothing analogous in pcoportion . In the matter of economic 
mobilization for war National Socialist Germany will in all pcobability retain the 
lead and enjoy an advantage down to the outbreak of hostilities. The great ptoblem 
of the Western Powers now is to keepdtat advanage within such bounds tbat it can· 
not pcove sufficient to give National Socialist Germany a decisive surprise success 
right at the beginning of the wac, and to insure that their own fint line of defense 
holds out long enough to permit the mobilization of the Wenern Powen and the 
United States." 

This goal has not b..:n reached by the Wenern Powers. 
France, their first line of defense , is now a shambles. 
Britain and the United States, indeed the whole world, today are facing the 

same burning problem. 
Thus 1 reiterate the concludi.ng sentences of my article of Apcil, 1939. wit.b only 

a few appropriate changes: 

• 
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"In the matter of economic mobilization for war National Socialist Ger 
wiJl in all probability retain the lead .and enjoy an advantage. The great pro':: 

of the United States and ~ngland ~ow 11 to keep th.at .advantage within such bound; 
that it cannot prove suffic1ent to g1ve Nauonal Soctaltst Gertnany a decisive surpr' 
success in the second year of the war and to insure that their own first line of det l~t 
holds out long e11ough to pertnit the mobilization of the industry of the Uo: 

States." 
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Britain by Itself Cannot Defeat Hitkr 

THJS is not th~ pla.ce to desc~~ how Britain underrated Germ..ny's iUJ'IIUJDmt. 

Instead of gomg mto such historical" details, we slu.ll confine ourselves to 1 

more. immedia~e c~~parison between the Gffman and English military budgets. 

In this connecnon 11 1s well to repeat that Germany, even prior to the war devoted 

about half of iu entire production system to armament. ' 

Let us now see the development of British and German armame.nt expenditures 

during t.be war. At the outbreak of honilities, the English budget Gontained provi­

oioos for expenditures at the following annual rates:' 

Millioo Pouaclt 
Four roon1hs, Sep<ember to December, 19}9 ............. . . . 1,991 

Three months, Janut.ry 10 March, 1940. , , , , ..... .. .. . . , . . 1.~92 
Three monlhs, April <ojune,1940 .. . . ...... .. .. ........ . 2,700 

Tbra: monlhs,Julyto Sep<embc<,1940 . . . ........... .. ... },746 

In October and November, the total English budget amounted to more tlu.n ~ 

billion pounds. 1 

To arrive at the net sums showing strictly military expenditures, either early 

in the war or in its recent months, we must deduct 700 million pounds annually 

spent on the British Government's civilian requirements. Thuo at <he outset of the 

war, net military expenditures amounted to about 1.) billion pounds, while today 

they total 3.3 billion pounds and are still rapidly increasing. This mt.yl> tlu.t in a 

little over one ye .. r, military expenditures were increased two-and-a-hdf-fold, while 

the whole budget was but doubled. 
The Empire's expenditures for military purposes connected with the wu effort 

may be estimated at 200 million dollars. ' 

I Loocloo ~~. ~ }. 1.941). 
11 ''Dnat"biq: cllit a.a the 1110111: COldf wa~tht .,.w, ..., C'9U ~.Sit liq:tJorr WCIM. QuaUor oldie~ . ...W 

IOday Wt llriWo~, , .,..,. d.&Dr .u C'l'pCOdicvm •M ri..eo &oa ).} .rllioo fiOU'ih D dx 6nc: JUt to J.l llil1ioo ~ 

for lhe 6rtt IC'I'UfT«'rCO da;rt ol the te«~Dd y.u," (New York T;.J, NOftftiM Ui, 1940.) Adult t:rpmdmn ol U ,...n;o. 
~~· cqual1 },)U) biiiiOQ pouod1 per ycat. Jlwe Nd ?01) mriJ.ioa. pouodf, rtpreiC'OdOJ Qyjljg npeod/t• ttt, WI miYI ac fov 

biU• polllllh, tbe tam total ol the Bthilh budJtl. 
• Cu.ada ·, pmdlttallh.,. cxpeodhura ...-uec to abo\! tiS IIDiWoo clollan ptt mocnh. 0. NDYe•b« U, 19«). tb. New 

Yockl-.1~: 

··~ Mieiucr J, L lblq toclarJ••• !lOde. dut the om wuloM ..o-W t.to.:.a oeus.-. H. .....-1 that •• 

~ftra; w oow tueW. rue oloec wu-. 4oUAn .. JUI- ..... ......t&~r iac:ruMq. nit ...,..,..,~ til 
c:.....t.·a oatioa:d --.., ,. 

Of A~acnfu'• eUiiUI"fu-pmditara dt. New YorlcT.u nporud oo H~ D :'"Tbe: hd~ ietro4ec.l. br!tt~t~...., A. 

W. F .adclal io ~~ HOUM of ltprUCGta.ti"' cod•'/ Jropowt wuioo oa•ll uo~c.cl ta.lc aod, '"th SuUI c:ua.. wsU &no«. 20 

r- c:tOt ol Awtn li• '• n.~eloaal inc.ome 10 cM wu til' on. , .. Wu apttldicwt for 19>9'-40 , .. , )) •liJioa pouodl A•cra.IU. 

31 

Regraded Unclassified



Jl FIVI!FOLD AID TO BRITAIN 

ID Firre 6,.. compare Briilib mlliwy czpmclitwa with thooe of G.no..,. 
(See abo the 6gum ill Chapter 1.) To laciliute a lwthercompariaoo with"-1...; 
military upeodirures, .U values have been computed in doll..at-s, baaing ow- calcult­
tionJ on these races of acbanae, abo auggtsted by the Londoo &,.,;1 t: The do­
meuic purchuing power of one Sriciah pound ia aet at 1$ marb and s dollan ~ 
apeccively, while that of tbe doiJu it act at J mulct. 

MI LITARY UPii HSES ::=:- -L _, _, 
.L_ 

L Wii - L - L .., UNIIU>IQ ..,.,... 
~ ..,,. L - L 

L -.J I""' - ..,.._ 
......... . '""'iiHnw ~· __... 

... J, . ..!w .• ie .J,. .J.. ..... J.. J, .. ... ..'.. J.. '"· J.. J.. 
1939 1940 

Firre 6. 

l.a addi1ioo 10 Briilib aocl Germaa milhary upmcli.,.., the chart abo~ 
.n- of !he Uail<d Sa1ea. Th ... lanes IUDOWlled 10 abou1 :ZOO millioa clollan I"' 
moalh lromJu17 10 Squmber, aocl inc:rua<d 10 280 millioa dollan b7 ()aober. 

Thit dun shows. 6rn, that when Britain embarked upoo the war its mii•W1 
( .. A...-.S..,.,... c&o..f ,,......._,., SUJ). 1tor 4'-..W., ,_ h L. -.i_ .. ac 116 ...._ ,_., .. tl U.f-t • 

n..,.u ... powwot•A•....U..po.r~-. ...... , ........ ,~Ia.o6::WrawdodN¥ U .... 
• ...... ,.,Uu&.t, powwoi a. f.ctctlllh pouo.l i• hi ....... ... ,.. of~· n. -.1 ••• ol• ...... JOO 
u.-w 111 '" '-fh ••·•~ .. 1n1Uk..,....w, Jnu.MIII. 

BlliTAIN BY ITSI!LF CANNOT DBPBAT HITLBJ. J) 

~·~were a litd~ O'l'a' ooe ball ol Gctmaay'• COiaaptGd.U, expeodintii'W 
ckopne !he tmmeose Nw advaaeaa< of ad.._ war prepontioas ~ u1a...i 
noeb and ruenn. Secood, it thowa that even in June, 1940, British ::-tary H:• 

pendituretl wdc"'ll below the ~s· expenditures in the e:a.rlyatages of thlt war, I,, ,, 
oot biH on o ·~ pet monw • . mce then, Britain'• tzpttlditures bne ahowa. a rapid 
~~"· ovcnakJ

1
ng ~~~~ ~ IMl:J rate o( exptnd.iture. However, Guma.ay'a 

0 • 
~uurea wttt: a to 10creaacu to. the meactime. Thus today British m.ilitaty upto­
ditunl •re tdll btlow those of Gum.a.oy, especially iE we coasidtt cbe coattlbutiou 
cllhc cooq...W urri1otiea, which .....,. padW17 added 10 !he - 1ouJ o( !he 
lattc<. 

Aa a.aal7'il of tM Briilib bodgu compored wilh !he bodp o( Gcruwlr 1eoc1s 
wcoofirm our c:oadusioaa drawa from a c:ompreh ... i .. "'"'T of Gcnaaa poduaioa 
alter the ouh)ua.,ioa of CoaW>eotal Burope. E:•ca if Britain's ecooom1 """full 
bla.c, ic will ac beat be able tO produc:e at mt.Jeb. •• Germany ia now rumina ou.c 111..,, 
wjrhout the conqutted territories. 

Onpice extreme efforts in the next six months, Britain by it.sdl rtmJlnt incapa­
ble o( accomplithinJ two thing• forced upon ic by the cmerseoey. Fi11t, ic wiU ooc 
~able to exceed the immense advaouae wbic.h Germany sained by orpo.itiaa hall 
o( Jrs indunrlalaystem. into arawneot production m1oy yttn in adva.ou ol the war 
aocl by aubordianins ir.s whoJe nuioaal ccoaomy co the prodaccioa ol a.tiDa.1DC:Iltl. 
Seeoad, 8ticai4 by itld( is incapable ol cracio& a.n armameat prodaaioo CiOffto 

spooclill1 10 1ba1 of Germao7 plas its cooquestd l<lri1otiea • 
OaO«ober 9, 1940, Charchill<old the Hoaseoi<AmrnMJ: .. No oae.- 1ft" 

ta>ded !hat we sbould overalce !he Genlw1J will> !heir loa& load ill !he fint 7<11 
·ot the war. We mutt aiove owsehu a~. Perhaps it would be pouibJe to mab 
a more ut.iJlactory stac.ement on th.ia tabjec;c at tbia time next year. But do DOt (orJtc, 
the resulca o( the enemy wiU aJso be subnantldly incre.utd by the aploicacioo of 
!he weallh and !he pb.ots aad to 110me u1cn1 ollhe skilled labor o!lhe <ap!--t 
countrict." 

»an AIN't~ UO PAA aatHO ODMANT'I 

How lu Briwo ·, miliwy power niU lap behiocl IM ~ auaed sucalfh 
ol Gcruw11 ia cl<ul7 demoostnted bf this sill11< fiac1: Wilhoat !he poceaioo of 
!he l!alllsb au-t, Gtut Btitaia would loa1 a10 ba .. .-.mbed to Germaa 
iaouioa. Britaia'alaod arm,,._ ill c:c><>pm~tioa will> !he aa,.J AirFare., iutiU 
aomatch lo< ieaGermao Oj>pOCI«<t. Britain •• som..J is daeiO theproaoai .. burlct 
ol lhel!alllsh Cbaoad which bas enabled !he l\o7'l N .. y, toge<he< will> the JlAl', 
to fnutttte aU Gennao auempcs at i4•a•ioo. 

lo the (Jll o( 19«>, Brit:aia."a in1-ulat sicuatioo, itJlloya.l NayY and. Air Pore:., 
oombill<d to (nVeat Germaoylrom maklna drecd .. uae of its moth .,..let war 
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pcxeacial. It hu abo depri.-..1 the German Army of a fidd of operuioru wonhy o1 
its nreogth. Gffmany's huge land u my (and the ~nAnny i1 still HJeatially 
• laod army), bas bcc:n Je(c without a theater o( war smce the c~Uapse o( Fraocc. 

Prior to the war, during ics fine ph.,.. and today, •• the ume of wriciag chis 
book, Britain• productiO<I withlo the framework of iu war dfon l.tgged far b<hind 
Germany's production. Compa-red whh Crtrma.ny't total war dforc, it it niH in­
frrior. Due che N."ier ofthesta ha.t, up co now. prevented acl11h betwccn Gtnn1oy's 
J.Dd Briuin's b.od armit:s. 

(Aowqueotly, Hiller fOW>d huoJ<If compdl«< co look for aew bmle6eld. 011 
which co attack Brittin and its Empire wheo his lar~Je air ntac:kt failed co 
bring abour a quick decision. 

Josttad ol movina westward. which wou.ld have been the logical mo•e to~ 
lh< war u quittly •• po<Jibl<, he decided upoo • p<D<CnUOD of the Balkan.. HU uoop • -ere ordered co occvpy Ruma.nU.. The ulti.mate goal of this penetration was 
nor mmly Rumanian oil; it wu the establishment o( advanced bases co boltter an 
impeodingampaign for Suet as well as the Moaul oil fidds or Iraq,;,,,, a campaigo 
a.gai.mt che British lifc.lioe. Hitlct also CCIOC.Iudtd a pact whh Japan, daiywd to 
back up chat cooouy in a ptOJ«ttd atcad: on Britiah positioos i4 As.i.a and to eo­
courage all japAnese movtS of apa.naion, if ooJy to prevent the U. S. Acef from sail­
ing inco the Atlantic while potenchd danger Jooms io the Pacific. 

An auempt wu made to bring rhe Soviet Union clOKt into the A.rU fOt the 
couJ wa; apinst tbc- Brici.sb Empire. HidC"t, IDOC"ffvet, oow ucili:a aU the pam 
a.ad: nual bases of the cooqucrcd tC1Ticories for che prosecution of a Urgc«:afe sub­
marine and air war, to impede the shipping o£ war material, raw materi.al, a.nd food 
to tht: Bridah Isles. His intensified air raids aga.inn British industrial ceocera arc de­
signtd to reduct Britt.in's own war-maraUJ p-oducrioa, its owo iodusuia.l supply­
and h aflftOt be denied dut he hu hera. suc:ccs.d'ul up to a ccrui.a point. 

Now mu ter of Cocninental Europe, Hider it trying to tum the tablet on Britain 
and organite a deadly blockade to narve it into unconditional aurreoder. 

What can Britain's llnswer be tO tbls threat, and, in fact, whu is ill aJu"u? 
La !he (aee ol German miliwy might, Bri...W is nill oo the defeoai ... For the time 
being, all its sucx::a5H are within this d.efeosive sphere. h IUCcceded in foilioS • 
German invasion and thus managed to upset Hitler's timetable. This is particularly 
significant, since: Hidtr hoped to wind up the Battle of Brir.ain prior to the out· 
come ol the' American Presidential electioo. 

Mcanwhik, Britaift proceeded co COOYtn: ittell into a veritable aneoal. f« 
the supply of ita steadily incrc.uinJ forcts. Britain succeeded jn uJvaging: most ol 
the divisions of the origiMI expedirion.uy foro: from the disaster in Flanders. ~t 
most of their equipment wu ld't behind. The first task wu to provide DtW' cqw~ 
ment lot tbe re:sc.d d1visioos. from wer.k co week- additional coot:i.opu ...ue 

B RI T AIN BY ITSELF C A NNOT DEFE AT HITLER 

d~fted inro the a:rowing Bridah Arrn7, and now .Britiah fattorics mun work d 
and night to tum out the equipment for the new uoop. Under th~ circumsu.oca ay 
mwt point out wit:h pa.rticul.u empb.uiJ that all c.hoc wb ha YC taxed British we 
doctioo co • l~c ~which • further increue of prod..Uou i.o hardly 1..J::. 

h is well w1tb1n the rcdm of unmcdiate possibilities that .Bririth war·matcrit.l 
production will dedine rather than incrcaae, especially under the imput of eu,. 
IDlny's prolo.nsed air a.cuc.k.s. 

8A.IT.4.IN' a O:r'1'SH'UVW C11..UfiCa 

On the other band, Britain is oo the offensive in three fie lds. Firu and foremost 
comes the Royal Nr Foro:. Britain, however, i• well aware of the established mili· 
ury (act that an air foru alone is ioc:apable o( dcfeatin1 thec::oemy. h may , rsdua.Uy 
weak-eo the German war pocc:oti.a.l to a coos:iden.bk dtpu-but the road co 1oth 
JUCCCSS is a looJ on~. and it C&ft be traveled only after Briu.in sucm:d1 in obrainlo~ 
superiority in the air. Bur the Royal AJr Force cannot conquer Gt:rmany or defeat 
the Gt1-ma.n Army a.Jooe. 

Britain is oa the olfensin with bet lopl Na...,.. 'This N:a'f'J, opcn.tio' in tbc 
tc1'CDICU. utterly coofounded all milicuy caJcula.riona drawn up after rhe coU..pe 
o( fl'l-ace. Then armchair JU'Itegisn re10nod to the obvious formula of adding up 
the aggrepcc: tonnage of the German, ha.Han, a.l'ld Frcoch navies. and, rc,IDt"JDbcring 
dut pa.rt of the British Flcc:c was bHcd oa &.n.way Sinppore. thtf atrivcd at a firte which ~veaJed a aumerial sopenoritf of rhc tOtalitarian flecu OYC:t tbtir 
Brirh.h adversary. 

lf nothing ebe, the Germtn Navy waa fatally weakened durlog iu Sandinuiao 
fon.y; ll fr:w deunninecl blow• sufficed to paralyze the Frcach Nuy: rhc hali.ao 
Nny hu b<eo coa•iderably damaged, aod ia 6ghtinJ d6cimcy ai-r &tally;.,. 
paired by Admiral Sir Andrew Cunningham's muterful ltDteJy in the Mediter­
ranean and the Reel Sea. 

However, c-ven this superior Royal Navy cannot defeat the Third Reich and iu 
Atmy by iuelf. 

Bricain's third offensive weapoo it the bloeb.de. In the wake o1 Hidcr"s tti· 
u111phs in the wen, the Royal Navy cxccnded its blockade to include pranieally the 
whole of Continental Europe. or course, the efficiency o( this British blocka~c I'DC'~OI 
a considerable wukcning of the Gtt.man wu eKort. Scofts of raw maccruls varaJ 
lo< warfare are Ltclting in Ewope, aod, though _.idcnbk ..._... wert aaum:'" 
lated in adnoc:e, despite frantic anempu ac auarc:hy, they caonot ~ ~~ Ul 
the qw.ntides now required. The Jonger che war drag~ on, t~e more anJun~ t~e 
laclc of these raw materials will becoalo(. chc more ser1ous will be the Coounem s 
fuod diffieultieJ. 

H~·e:YC:r, Britain kDows wdJ thst che blockade d oac: c::annoc wln the wa.r, 
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FIVEFOLD AID TO BRITA I N 

• ' t proved iacs~bl< ol brin&il>& about a fin1l d«;ioion in th•lut war. Tb<n tho 1...... ~ ·-·' .,. , • bJodcadc wa• ai~ at Hohenzollem Germany, whi".u 111 cv to prtpa.rc ltleconomic 
Jynem for 1 protnlCttd campaign and which for many yean was forted to conduct 
1 

wu 00 two fronu with millions of iu troops ptrlllJ.ntncly engaged in banJe. Evtn 
thco, after four yon o( fi.etce fighting. the blocka_dr alone (ailed co decide the wu. 
TM Allied victory o( 1916 w•s the rau.h ol a ~es ~ (ac;t?"": •uch as the deciti•c: 
deft2t of German uoopt in France- and the reallUtiOn wnhio the German High 
Command that America'• encry into the wu was bound tO impcove the Allied 
strength (fom moot.h co monrh. 

Gtrmany's present potitioo. in so fa.r as the immediate lurure is concerned, i.s fu 
men adva.n1;a~. For uuny yean btl~ the oucbcuk of the wa.r the Ecooom~e 
Genenl Suf prepared Gtrtuny fM a prolonged war. The hich ·, raw mawi&J aod 
food economy were fuUy and dTcctiveJy organized. The conqut$C and the pJundcrin& 
ol the •ubjugutd cerritorie• ol Europe prevented a deterioration in Germany's Cood 
supplio or in the Cctdina o( the Germany Army aod armament workers .• 

Oo Qnober 12, 1941), th• Loodoa &-/" wrot• : 
"'Mott 3ume1 about the sute oC morale ln wartime Genna.ny uc j~Uc pnltl 

and aJu:r a year's uperien<:e o( the problems of war economy we can no longer glibly 
wrice ocr the enemy's nringem rationing o( food and ocher nece$Sidcs as a proof ol 
wta.k:rles•. Food shocusc don iode«l undermine mora.le-and health- more- tha.o 
a.nyothct tinck: b.ctor, but meuures to eke ouc ex.istinJ tuppJia aod proYide agairm 
sbonaae in 1he (l.lrure may bt a sowu o( enrouragemenr. Jc is. in !act. noc racioai.o1 
that will break German morale, but the actual lack o( food. and that is not likdy 
yet, though the existe-nc:e o( .so wide and 10 complicated a system o( ntioning will 
tc1raly be emollient to public cempe:r if the strain o( war c:ominues and intruses. 
• • • The Gorman wwkman is aoith .. ~tiled oor w•ll clad, but bo is 00< b""VJ' 
or ragged rtf· h may 1ndeed pro\•e that another winter or, stiiJ mort ~f· tw.o 
(unher winters, will bring out the most dangerous c:onsequences or thiS a.sccoc 
1-ysce.rn jn rhe shape o( iiJ-he-alth and sickness. But at present German supplies arc 
bolntred by the looc from che cooquacd countries, where ~evere ration.ina has b«a 
i.auoduccd .••• . ~I• , ... '""· ~., u ,. • t~nv •I 11.,« .«MttfJ;, tit .ur 
j~~t~tn, nJ tbt R.lkl/1 rMI//#1, I.JIItm If r#ftMi"& IM.J Hnl II fl'#l#iJ ill rlfUtrfl"/, nt/t/111 

IINih.i/J,,& •P Jt«L. •· (lcalic:s by the author) . 
It is imper.ati"e, moreover, co take into cardul c:on.sideration che radJC211Y 

changed cban.c·ter of warlare since the 6rsc World War ln its ob>~iOUJ influence oa 
Gormanfs t0121 suppli ... Ia 191+-18, G=r was fO«ed to coadua • ~~ 
ex:haw.tivewarwitb ahupbnd umyove:ra period of four yean. Today. the liD 1

; 
ate talk of in J.a.nd army ls pra.cticaJJy c:ond udcd after but a few weeki of. accua 
fighting. Even thoush these six w~k• o( large-SC.J.le military oper.dons d,d c.oo­
sume considerable s.upplits, Germany piocd absolute cocurol o( Conci.oeotJL Europe. 

BRIT A IN BY ITSELF CANNOT DEFEAT HITLER )7 
This ptaoes ic in a positioa where it ~s ~ble to free iud£ o£ m.a.ny hardships a.nd shift cbc:m to tbe more chan a hundred m1lhon enslaved peoples. 

For the Bar-de o(Ddu.in, Germany does not nttd an army of millions. In uri Ieins 
coacralt to th~ first World Wu, thousands o£ Gmnan aoJdiers dnftcd froaa •aricul· 
c:clfl.l oc:cupauons may be rtcumcd co the la.ocl Cor its e&ic:ct coltint10Q, War· 
mattrial coos.umpcion, moreover, is trifling in comparison with the needs o( an army 
o( millions aCtu.aJl)' enpged in fighting a modem indust.ri_a) Wit CO the end, 

Thus the blockade is but one or several weapons available ~o Britain-despite 
ics increasing expediency and efficiency. lt is a contributing CaetOf' co vktory tffcccive 
oaJy io coojunction with otht't (acton. 

The Roya.l Nuy is also Britain's most cffco:ive dcfecsc wupoa. But, ju..c as the 
Navy wu unable todd'eat theGe:rman Anny in 19l4-18, it wiJiasain fa.i l co ucom­
pliah chis feat in rhe present campaign. 

Ne.xt to the RoyaJ Navy, the Royal Air Force iJ Britain's best defensive arm. 
Simu.lc.aneously, it is rapidly developing into a druded oB'CDJive weapoa apinst 
Germanr. But iu df"cctivcna.s i• ttill n.tba- limited. Britain's l.a.od armr it stilt in 
the (ormnive stage and by far inferior to its Gffman counterpuc. 

With tbe blockade ca~ble merely o( weakening the enemy, Great Britain il in 
oo posicion co de(eac Gffmany enn if it throws into the baule iu thn:c-<OC'fte'ftd 
ofensive anns. 

\\'lut Brica.in can do now, a.nd wbac it is actually doiaJ, is a deYa utilh:acioa 
of the pause during chis winter co prtpa.re everything at iu dispot;al to uttt a com­
plete defeat in the spring. Britain is now facing a dual u .sk: h must build up h1 own 
forces aad eoattnue ro weaken Hider's Germany so chat an invasion an be (nu­
uttcd and, consequently, iu own dd'eat can be averted. Behind these }it(ttai~ 
dforu Britain a1ao ~(or tho laur ttap ol this wv-a csraolly planned, 
Ions• range progra.m, to bring a bout ultinuce vic.t"ory over Nui Germany. 

Due Je-t us here repeat with all t he emphaJil we can command : Brit Pi" ~J ltulj 
U"-'Nt Mh;,._, tlJiJ 11/ti~~U~t# flirt~ . On the contrary, lelt co ictelf. Britain is tcill 
lhreauned by conquest and collapse. Ooly bviJh America.o aid ca..n provide the """,fii.J of Br-ica.io·• aapn8 defeat. The: ,.,._,},, of a.n c,·auual British vkcory 
tan be provided by increasing chis America.n aid to really grandi01e proponions. 

Thus. in chit second World War, the Unic·ed States now occupies an all-impor· 
t.tnt, all.'"Clec.i•ivc key position to can che dcdding voce (or >~iccory or defeat. 
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Amtric.:l s Aid to Britain Is Leu Than Occupied 

Eurqpt's Tributt to Hitler 

THE United Sene, of America i$ the leadlng Industrial power in the world. lu 
production in all the imponanr branches of pe;acetime indutcry ia not only far 

greater than chac of Germany. but even exceeds the aggregate producrion o( Germany 
plus 11.11 iu conquered and occupied territories. The pooled production system o( cht 
British Empire 1nd che United States is superior 10 the industrial capacity of aay 
combintcion of countries Adoll Hider will ever be able co organize. 

However, che binn- Jesson cannot be driven home often enough : PrwiJttJiflt 
ut~ti!J is,., the decitivc factor in tb.is war. Only «rMlll J!r*lll(tiM c:an turn the al~ 
and che mtte poe~ rial ability to prod oct huge quantities of war macMah it 1 far 
cry from aetutl produccioo. 

ln chtir sh~ abiHty to produa aJJ sons of war marerisb. Britain uad Fruct 

wtrt far 1uptrior to chtir German oppooeot. Yn by rhe fime they wctkd dowo co 
mobiliu all rhttr m<r\'U to produce sufficiem wat matttUIJ to brins abocu :ao 
acru.al superiority 0\"ff Hit.lu's Germ2.ay • .ft;LOCe was alr¢1dy"W~nquished Evu tbt 

&II o( Frtncc- could have bttlll adequuely counterscted by America's maccrid su:p­
pon, since Alft(rica's and Britain's combloed ability to produce war materials is sdll 
superior ro thC' corraponding capacity o( aggr:tndir.ed Nui Gmn•ny. 

But che face o( rht world will depend on their (acuity to translate in cimc tbh 
potential economic super·iority ioto military ruHt-ies. h is dependent on America's 
will and abilicy to convtrt its immense peacerime producrion into wa~material pro­
ducrion in lim~maklng che bulk o( this redoubled output available to Brirain 
as qukkly u pouiblc. And in chis: connection a critical fact must lint o( all be 
enablished. 

Thus far, we have no assurance that American aid 10 Britain wHI be e.xcensi\'t 
~ough and fan enough to pre,·eot complete Bric-ish defeat and German victory. 

. The American pubJic ha.s perhaps begun to reaJir.e that, dtspice aJI the coo· 
Sf'ICUOUI lfOWth of AJnrfiean supplies, the pratnt volume and t'I.IC o( ddivtrid atr 

still inadequ.ac~. Buc the public does 0()( rea.Jiu: bow ,.ery far from ackqu.atC' they art. 

Americans mu" be warned noc. to make the mistake of comparin& the vol1uat ol 
prrKnt supphtt with cbe tum corsJ o( ddh·tries chat went to Bri[&in iD Qu.abct"­

bin'• timt, prt<c.dina Hicler't Western offensive. U praenr tupplict arc comptttd 
with ddiverits but a yar Ot even si.x months aso, we a.re likely to be misled br' 
pnny pktu.tC' of America·, nead.Hy increasing aid. Everythin& J«IDS co be ftUKtioa· 

)3 

BRITAIN HELPED LESS T HAN HITLER )p 

io&"' ...U. Early io 1940, <h< moorhly • ...,.&<of--'·--
L- 2J 8 J h • L •• • --........... !(0 UJI&od WU 
put • y urw:, t ctr DWDgg-~co 'TJ· by Au .. •• .,., b ~-. • ~-t,co .. , II;J yvu-L 10-.1• 
Nfth<f tnm> ... aro -mit«l d""'l .L .L. ' ..... , - 0 

. . . r.... -o.u Ule !DOo.uq to come. 
In lane wnh thit ttudy and rdativdy comidenbl · 1 • 

· . ~ Jncnasc o pbot dch•crta 
p:otnl Amencao exports acne to Britain show a slm..ilu JrO b 0u t . • 
cbu prec;eded rhe oucbnod: o( the second World War AIXI~r:n· r "I chc,..~ar 
8 . . I·' •97 ' II ' d • txpom <o """' m:a.1n coca cu"' m1 100 ollan, or 41.4 million dolb.n: r-m h 1 h ' 

h . • •. a , • r-· ooc . nc ~.1ncwar 
ye2r, c ey 1nC:rH.KU co 780 m11hon dolla~ •. or 65 million dollan per month. Whll~ in 
May, 1940, uporuamounccd to 49.4 milhon dollars, they increaltd 10 Ill million 
dollan by August. Over such a shorr period, they increased by llO 

S. 'I • . Jl<' <en<. 
1m1 ~~ mcrrastJ we~ noced 10 the supply of sceet the moat euemial raw macc:r-ial 

(or r.he dfica~nc prosecuuon of a modern war. In the firn year of che war ch 8 · • h 
• • -' 1 , c rat11 

Emp1re re:ce•vc:u eu: than 2-S miJJion tons of sted, or a monthly avmge o( only 
200,000 tons. But by Augun, 1940, the upon o( steel reached the record mark o( 

}96,<XX> tons, and almott 720,000 coos if we include Ca.o.ada. 
AC«pl-ina that' 6Jura at.thcir f~ value, rveryth~g might ~«m to bt in fairly 

good order. The fatal enor inh.,...., "' such suptdicial compo.riiOOJ 10 1tt. ...,.. 
~~ bolic( that Hitl<r r<maioed iclk while aU rhae .. ppli« ...,. JOin& 10 
Briwn. On thecoo~ruy, bewu bw:ier chao~. Ht hsd io tbtmea.aumtconqomd 

the. whole ol ConuneacaJ Europe aDd be is oow eapp in ora:•ni&ina: 1bc- rouJ 
aauona.J KOOOmy of those unhappy COWJttits for iodusioa in c,M JfUttr- war C'COO­

omy of hi• Third Rc-k:h . To ptamt a true pic~. th~ pdua.Jiy iocrallng Amcr1can 
sapplle:$ mun be compared with rbe accu.aJ pins of Nazi Germany. 

Such a compniaon reveals a.o ~xuem.dy d~liace st:atc o( atrafrs the dans:crou.s 
potentialities of which cannot be overrated. • 

A.W&I.ICAN IT1lBL BXPOaTS 

ln th~ fint chapter of chjt book, we presented the ~xact ligures of Gtrman sc~l 

production includins that of the: conqutttd territories. We showed char in 10 far aa 
iron ore, ued's buic raw material, is coocemecl, the Reic-h hu succeeded in eHruin· 
aring all previous import dltfkulties. Now w~ compa-re Gcnnany'a dom~:~tic nee( 
production pJu.s her gain• in Europe with the qUJJltiti~s exponed (rom the Uo.itocl 
States to Britain. Gn.ndng that .Englaod will receive throughout the yur quan1i1ia 
equ..al co the record .-uppJy o( Augu.n. J940. we luve the: si~mrion s.bown in Fiaurc 7. 
. Whac it the mnua~ of this chart? Hitler is in the midsc of ora:anizin& the heavy 
~uscria ol che cooqutred ccnltories (or the war apimt Briuia. 6Yea aow coo· 
"dcnbl< propcss hat b<.n mad. coward the 6nal realiutioo of <hit Jl<OI«'· h """'ld 
be <oo much <o ••P«• a COCDpi<w Gem= sacass io <h< faa o( lomtid.abl< dilficvltics. 
&u the- rtporc co the New Y otic T ..-s cited in the 6nc chapur te'"tals thac a major 
pottioo of the heavy indusuics in the ccoquered laod.s is already workina fG.U bl.ut. 
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FIVEFOLD AID TO BRITAIN 

At <he oautt o( the wn, Gmlw>y's ned production byfu...-lcd tbcoa<pat 
of <he Briwb Empire. Up to dote all <he AmcriOU> supplia of atccl aot.oa 10 Brirua, 
computcocl at <he"" o( the r«>><d export of Aupt, 19«1, ba.,. ooly mut...S;, 

STEEL 
.. JtWJONS OF TONS ... 'IWI 

42 

·~ ··· .. · 

• • • 1 • 

n isi.ag Britbh ~uciion pJus American supplies to tbe level at which Gemaoy 
scood prior to thF con4uen of Continental Europe. ' 

Tbc g.tin.t Hitler ae<:urtd for his war economy in the cooqueted territoritt are fu 
greater t han t.he sceeJ supplies now being shipped from thit country tO che whole 
BritJsh B.mpire. 

From Scptembc< I, 1939, to Aupt 31, 1~, tbe United Statct shipped 1.4 
mHiion toot to the United Kingdom. But the stttl production o( Lu.xcmbourg, onlt 
ooe o( the conqutml counc:rin. totaled 2.51 million coos. Thut ita uceJ productioa 
alocw ucredt tbe enrirt American steel expom co Britain and Canada. 

"rr'tAL .uc&aiC.A.N &DO.-n 'TO TU l:aJTUIJ UO'Id 

Tbc objcctioo may be r>ised <hat such compu;aoos .,.. nlid ooly in oo ~as 
ned is .-..-I. But tbis is not <he cue. Uo!onuoaccly, <hey aro cq..Uy "!illlo< 
tbe total of Amuicao suppli<o w Britain. The utter inadequacy of tbcte suppl~<~""' 
ben be eapcasocl in 6,_. rnaliog tbe sum total o( Amcricaa eapuru tO Eop..i 

BRITAIN H ELPED LESS THAN H 
ITLER 41 

""' the Empir<, pon.iaaluly Caoad.., •'- aU Ca!wf' • 
of <he British wardron. ""uoporu.,. Co. <he bcocfit 

DwiDa <he _,tb, o1 Au""' and ~ •• 1940 <he u.; . 
c;.n...Ja , and c.he res< of <be Empire rua...d aoo4a...! .. .; . 

1 
tcocl Kio&4om, 

m,ilJioo dollars, or 110 million dollan per month. ma.tm.a 1 n laed ac 420 
The fr:aoco-Gmun Armistice was t.igoed io the Fornc of Co 'I J 

E • F h '-·- . mp• , .. on .,., l.l Tet aux:e, ranee . •• UQCI] pay1n3 the casu of th~ ,..__ -- of 1 
f •11• ~nun army occupac on 

at the rate o 20 m1 . 10n m.arlu prr day whitb fi.hl,;ft* the --~•· "" t • I f d . , , • o-· o ,..._, "'at - JtiJ:IQI, comet 
co «X> mill on .ra.net ~ •r-11 btlhon fraoa, or 300 million doll.a.rt ewery month. 
Germany rt<:dvcd thll tum every mooch throughout the (aU and • . • 1 

"II L.' 'd F . 1. . Winter, ' ' 1 n• ocmg paa • ra.ncc II un lkt'ly co be able co continue such tar• 1 "d 
d I. ' 'nd ' I I B oe-sca' unpac e rvenes J. en.n tty. uc we are not here concerned with the exi&enciet o( the 
:ucure. Wh.at we now muse do is co bring France's prest:oc payments that are twcll· 
ang German war economy to bt:ar upon the important new 1race of the war in 
which the Third Reich it concentraci.og netything it huon the BanK of Brie • • ' f . . il.ltl , Therdocc, at 11 o parucular mreresc to compare Aroerian uporu co the Bnci.sh 
Empire with the tums HitJct is now ocortin& from Fraocc and c.hc ocapitcl rt&'Otll 
(S..Fil""8.) 

figu..8. 

Th~ c:b.an rcvult th.at Hida-'t «ttipu from FDDCe ~ by about 90 m.Wioa 
dofun pet mootb the sum tocal of Am<riaJ> apocu P.l to tbe Brititb Empi ... 
lo additioo, ""--· his lootin1 of the Nctberlaooh, BdJ!wa, Lu.wabows. -... ea... . ............. ........ .--. ............ c--. .. , . ... . ..... ...... ............ ,uo ........... a........._ .. _ ...... ._ ... _ . 
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41 FIVEFOLD AID TO BRITAIN 

OM k Poland aod Rvmam.a abo twdled tbe- StOrt:l and tacnt:J oa 
Norway. N ":" ' ooo~y is based by at lease 100 million dollars lllOrc wh.ch ch~ at.l war cc • • ...__ . 

U , 1 00 si"'ns cao be dec·ecctd to tnd•care a ~»SIC change of the situa· nronun.uc Y• o • d' h f . . h • d' 1 futvre. According 10 a \Vashtngton upuc o the Auodaccd uon m c e tmmc •• e • . . .J h r . be 17 1940 "(oreiun-tr~&dc: experts. enam.atcu t at another year o1 Pren on .x:ptem r , • o .
11

. , 
d . ld sh Unju~d St"n cxporu up co a 450-mt aon~ollars·a·monrh war :&broa "ou pu 'od be' h 'I' • • ., or double chac ol the pen rore c»u met surrcd •n volunw next toumm~ • . , 

Etrea of the .Brimh blockade on rhe foreago trade smaauon wu 
Europt •• · ·h· -c'mate by these upctts chat of the probable 450 mUlion dolb., 
a.hown tn c e u· 

1 
• . • ·--~·-'d •. ·u· dolb .. 

II • ·I>AC--rjlit.OC the Bnwh Emprewuu.J a .... eJISnu ton n v:porucoa na ................ • . . . 
E h ·~~ o( .........,.s aod raw matt1u.ls vaJued u 31S aulhoo doUan a vat at c as "c-- 6....,.,. • • 

mooch, the Bnush Empire would thus reotlYC approrunudy che cqwvalmt ol wtur 
~.. ··•oru ~,. France wnhout the rest of the cooquef'ed ttmcoon v.:rmany now .._.. llu • . • 

When Hider embarked upon chit war, he wa,sac a tremendous advanc.ag~ 1n cht 
• r · •umulated arms 1.nd munidons. In founten months of fighung, ht poucnaon o a...... , 

ctpcurtd the annamtm stores. raw-mater•alretervts, and natural retOUI'(el of eight 
countries, including Rum:ania . . . 

This it his lim ach·:am:agc ln the Oaule of Or1t:un. . . 
Germany's highly developed industrial tyscem alone lS capable of producmg 

more 1han Britain's own prochK-cion appuatus. 
Thu is h•t S«<nd advanagc-. 
UnharPtlr . chest im.t~:~mK" advantagf'J ha~ as yec: U:a oo way b«n c.ouac.tt· 

bal.anccd br A~ supplies. Until now, Amuie:a.o expons have mnauwd br 
bdow che wra coul ol the tupplio Kid~ hu managed to &e« OUt of the conquered 
and occupied c4!fricories. 

AWS.IliCAW ~LAW$ &X"fOATl 

And how about planes? , . . , • , mood o( 
Here, u')O, we must mosc emphatically cauuon agaanst shppmg mto a t 

1 
o( 

ovc:ropcimism. Of c.our$t, we have no figures wich regard tO che exatc ou pu 
Gl'ffnan or British a,dacioo btcorics. That are che war·s most proround l«~a. 
But wtt know dt.1ot due co the magnificc:nc thowing of the Ropl Air Force's •, P . ~ 
on the onr sjde dan not mean a COfTcsponding plane on the ocher. alocc: n~jl.l'' 

II .._ _.......: d . .nt UC' t\lpdlO' tO fi1hung Spitfires and Hurricaoet, u we: . u l()t'De n.w1o:uun tslo-• 

rhe1r Gc:rnun counterparts. • . America• 
But it woold be fooli•h to pupat< a bala~ sh~ by u.mply ad~UI& tbeo 

plane de.Jivuies to Briain's doubtlessly increutng atrcnh. ~~~~,doe 
indu.lp in the bt:lief rbac Britain iJ bouod co atc.ain supenorary Ul the ••' ........ 

There is no evidence to supporc such a conclusion. 

BRITAIN HELPED LES S THAN HITLER 
•> 

We have shown that Germany's anna.mnu producuon u.ndttwenc 
2 

Nsic rc. 
orgamu.cion after the collapse of france- Today, ic IS pr1marily producing fnor lh 
parcicuJar need• of the Battle of Britain, while pt"eviously it ~tcred 10 che divcnilk~ 
rcquircmenn of che German land ~~onny . Con~tqul•nrly, throughout th(' wint •r 
Germany' a airct'lfl produc-tion will be accelcractd on cwo grounds: fitlt, b)' cone;,,: 
tracing a eontiderable portion o( aU producrion f~~odlities Qn 1he manuf~ccure of w:~r· 
planes, and second, by putting tO work all aircraft factories in che cooqucrtd coun· 
eriC'S, panicularly in Franc~ aod tb~ Netbutancb. 

The llmc Hitler who succ:ccds in drajnina tht occupied tctritoria o( rw1« u 
muth tt«-1 as the Unictd Ststes Upon$ to thC' &uiJ.h Empu~. will 1im1Lutr matu~ 
co p11 intO hl&b gnr tb~ a.ittraft induttrin o( cho.e couruncs. 

We lcnow thC' number of pl.a..rws ptOdliiC'Cd by France in the fin.t \VOI'Jd War. 
We also know the number it couJd now produce ~'t't't its nunufacturin1 c.apacmn 
fully uuliud. h is too low an estimate rathC'r than too high a ooe, if v.-e now aucu 
the number of fighter ph.nes which the aircra£1 indunrin of rhc conqll(tcd terri· 
coriet un concribure to Hidtr's campaign •gainu l!nglllnd at 500 units per month. 

Figutl;! 9 thows American plarw! dcliveril't 10 Urirain on thr: one 1ide, and che 
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FIVEFOLD AID TO B~ITAIN 

prodacch• capodcy oi the aitaah iod.,ul<t iA the cooqaetocl ...,;~ .., the 
oth«. 

Bna be(.,. the war eat...-..1 iu deddYC ' "'!<• Hitlu pot-...1 .. ....._,. 
oumcrical ouperlority ia ....-p~aact. Nevmhel .... he hu • ._ c:eaoed to <Xpood hio 
aircraft indumy .. d tO iac:reue the OUI!"'t of pJanca in Gumany p<optr. ThOI 
Gc:rman productioa by iucJl 11iJJ Ollc:ccdl Brldoh p<oductioa. Th- are imporunt 
ad'ti-Otap, indeed, &Od the: mttt fact that Ame:tica.o deliveries ba.ve JO far (allcd to 
allcftatc the: British Jboruge ol airtnlc, tcocb tO i.octeue the odda io Getma.cft 
&-. 

U p1aoc clclj..,U.to BricaiA iAcrcaJc at oo more tbao their praeat ntc, .. it;, 
...,..-llr ....mod (tbc New Yetk T.-J q-ed BriWh aocuas .. a~ that 
BritaiA will roceiYC 600 ~ plaoca per IIIOIIth by JW>C, 1941),' Briuio will 
ob<aio from the Uoited Scam ooly .. aw>y plaoca u Gumany u oow 3<1tin1 t._ 
the CCM~q...-.d oououiCI alooe. 

1o other wordt, 111 Eaglith tupe:rioritr in the air by 1941 is ptactically ouc d 
c:.be quttclon: Germany remains the mnter o! the air. 

This h ourconclu.sioo :H Amcriotn aid tO Britain continues to Hoger on ir• prtiCOt 
comp~.rati'ltly low Jcvd, or i.ocreues but gradually and slowly in all braocbet ol 
opom, the Uoitcd KinJdom will remain in a atatc ol cnrome daop. Hitler may 
yet ...occcd ia bci•Jiog &bout the total collapoc ol Britt.io in the CO<IDC ol the 
perllou> year 1941. 

How can thb be prnmtedl That b abowo iA the bn paDCI oi the dnwinJ ''lbe 
Babocc oi Wu." Marc c:oacmeJy, ic b &bowo io the oc:u d>apm . . ,... ..... , ... r-...,..... .. o.t-)1,.,. 

....,_., ....... a.-................... ~ ....... - ...... J' .. __.. • ..,.... .... ..., lM""'--.OaoW.....,.._.,... . ......... ..-.. ~ .. _,...,....._fl .._JOO,t.... loaw-.lw.JrJ-..__....,_.,_., $MGI•~wiiM.W,...-
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IV 

Britain Nttds :LJ Million Tons qf SmJ, l,Joo PJanu, 
Ot11 BiJJion DoJJarJ in GtxxiJ /rtmt Us MonJhly 

THE idea that &rit·a.in is America's fine Hoe o( delcnte hat ttlc:C'n hold of ch 

mind• o( the American people. Yet it cbjs formulation b to be made iato 
a Hving rtality, the United States: will have co take on twO intetTelatcd tatla. 

Firn, America wlll have to locresse a.nd spttd up its aid to Bric:ain durin& the 
month t of thit winu~r of 1940-41 so that chis mosc momenrou1 of all pouibJe Hh.ler 

c:onquestt can be avc:rted and the heart of the British Emptre preterved •• a bulwark 
againn Nuilm, whith hll iu maJjgoant b.&od tee agai.ott the American coat:iOtDc. 
A• long •• Britdn it Cree a.od tuong co dehttd itrdl, .1. Gemao ondaughc •a•inR 
the United Sutts is automatically foiled. 

Sccood, t.hit aid to Briu.io muse be e:rpanded ro a.o exuoc which will cmble 
Britain 10 o.-mab Gmnaa a.tmameat prodoetioa. Only Amaican 1uppon OD NCb 
a br&e ocalc provid<S th• pouibility ol ultima~ Britiab viacwy. 

Whac is ic tb .. Eapod ~ wbac ""'America "'pplyl S..icolly. ell< 
c.xisdnJ diKrt-paocy between Getman aM British armatDC'Ilt productioa miUC be 
reduced. juJC now, with Hitlct worlci.ag (evetiJbly to subotdinac~ the iDd~uW 
l)"'tcm of the conqurm! t~ritories to Greater Gumanr'• war tCOOOmy and, Jiaual­
ttoeoualy, inflicting the s:reacest poss.ible d.a.m.age on Brica.in'• industries, thiJ di•­
crcpancy thrtatens co inc~ in Gcmu.ny's favor. This must be prevented, aocl tbe 
United States hat three mn.ru (or preventing it. 

England it in the process of bcins converted imo a single gigaodc aneoaJ. Of 
course, any incc:nJi6cation of Bridsh a.rmamtflt production at home, tl well •• 1ht: 

training ol the British Anny; any attempt to iocreue BriQin'a war poteodal to iu 
full apadc·y tt'pretecut a J.tep toward caoching up, at leatt pare way, with Gc:rmaoy'• 
prtttnc military supe-riority. 

By now. Britain it a_n arsenal io alJ but IWDe---'&Dd yet, in many decisive mpecu 
it still difF'm from the aneaaJ that is Nu.i ~y. 

G.nmny •od Cocnioeow Ewope. now COilaoikd and ad..W....-..1 by ~ 
Nuia • • ,. cue olf from o-...u by che dlicicot Britiab bloclcad<. Tbu G<nuJI7 " 
compdlocl - -.ly to ....,..,._,.,. iu ums and moaia-. bon •Ito co ...,.noe 
iu J'O!'Gbdoa whb foodscall"a and axn.W ~ aoocU· 

8rica.in, on 1M other aide, uiJJ has fret a'"" to O'ftf'IOI raoatC)I'J, ddpitc * ... 

BRITAIN"$ MONTHLY NEEDS FROM US {7 

........naod Rbawic>o and ais - - cood-..1 •piost iu -.baoc • 
As Joas., Bricaio ,._..... io korpios ell<,.. .._ _ -~ • •·•·· alll~•· 

pi . b<cw.cn Bri "ab -~- ........ _ ........ 
.....,.,. ,.... • " poru and.,....,..,-· ic will-io i.. ·. 
-to lDipc<t a «Woclcrabl• pan of cboo. J00<1s wbXJo ell< Tbinll<icb • ton!:;' 
maoufacc:ure and produce withio iu own borden. lt is ooc --I u , __ oliO 
B • · · _.,.. d B • · -·1 • q_,_ 

nU.Ift I -HI/7 tO 0 10, tiWll llf/W/ pcLnue sac:b a c:ount. 

Almost three fourths o( aU the_foocltu~ ~uirm by Sricaio are haponcd 

~~ ov~ah. h lwdoaldl ~ a fooliJh uodcrnlc~.t~g tO impi.ir Briuin's inchutrla.l 
cuK.J~ncy an t . e m sc o thu all-out industrial war by witbdrawln• ·k 1 
h ~ • d I • .- .,.<Om 

t e actone• an UJ &n1D8 them co agricuJturt in an attempt to teed haJJ ol b 
population from Britain'• own soiJ. c c 

_ I? addidon tO 7~ per cent ol its food supplies, Britain also imporu raw matctia.lt 
VI tal 10 wa.r. AJJ tho 011 it n«ds comes from abroad. E veo in pe&«riroc., a oonJ.Idera blc 
pare of the iron ore lor British ned prod~tioo was imporced. As toa.a as Brittin's 
vital f~i,&D trade functions. miUiom of British worhn m free to ma.au!actwe 
a.rms and munitions. 

If the sea I~ ue hpc opeo ADd Brit.aio 't ahipplog louet cootiouc at a COCII­

puati..-dylow ntc, atld if at tbe UJDc ti.me all anihble COODJ;Je is fully u:cilitod co 

arry aoocb to Britaio, th<t>-ood oolr thao-wiU Bricaio b< able co uploic iu 
m.utpowu aod the full c&iaxy ol itJ iadunria.J S7'«&, to iacnuc iu a.t1IU..IDC:ac 
podQ(tioo, a.od tocoaapUt.r tbea.ublishma:u ofics Army. lbcd.UU!IClewhkboow 

...,.,.~ Britiab prochoaion lroao iu c.n... cxmy will thco> pdully dlaoio.ab. 
We must alwayt bar io m.iod rhat Britain sands or !aU. witb iu im.poru. 

Aside lrom armt and munitiooa. th<»e ships bring foodstuff's aad n.w atatcri.a.b u 

well. tbua rdievin& Brlta.io o( the Ot:C:CNity oi prochacio& chf:m oo the spoc with lu 
limi[Cd (uilities. 

American aid can do much to alleviate Britain's pH&ht in thi.s 6eld. First of all, 
the United Statel could inrrodu.ce a teties ol meuures co iocreue the tteurlty of Ha 

l.t.ncs on Enalaod't behalf. The e:xcha.oge o( 50 ovel'lge den.roycrsfOI' naval and air 
b&ks in the We:atem He..mltpbcre wu an imporuoc ncp in chis very dircccioo. 

However, the ba.ner Cai.Jed co ptevtnc the alarming increuc In Britain's th.ippinJ 
~- h would be nece:uary co invenisace whether America could place ac BritaJn'a 
dJspouJ more denroyen a_od other oavaJ unics without impa.iri~a iu owo aadoo.a.l 
cld..,... 

Ac<onlios co • dlspou:h (rom th< Londoo &r.au ol th• Now York Hw.U 
Trilow,' che bC<: Lord J..otbia.o broupc hock a tlldiiOI2odWD, bdin.d co haV< bmo 
d-....! wicb Praidau '--cvdc, •nnonnri•g ell< Britisb Gov=alonc"o d<olr< co 
boy, lcaa., 0< borrow 1.- che Uoiud Suua tbte< batU.ohiJ», ala enol-. Obi • 
blladt.d clauoyu.. 

' Mr.. Y..t tf..MDM... ........ *'1M. 

Regraded Unclassified



FIVEFOLD AID TO BRITAIN 

Gcnow>r is ..,.. swdilr "'-~' ics .S:~ to ~. l.cs owo U-boau..,.. 
IISIU.O submari- apiasc BritaU> • ~t ~-PI":"'· ucilwos all the •nilAY. 
pons aloas the ...Sku Aclancic coucfule. a.:'tata u short of >mall anal aaim, 
utptlr ac<dcd co aeon che _..,.. ..,.. oenoudr chreata>Od br the ...,..triao! 
oubawiae _,w.., , . . . 

Jwt 11 c'tef1 American destroyer 1e0t to BritaUl htlpt co m.&.iOtalD the &ow o1 
import• whlGh, in ruro, are the: arteries of Bricia.b dd'cmc, every denroytr aDd wv­
ahip bolntn Bric.ain'a ability to.resitt J.Dd. rtpel Hitler'• attempt• ac i?~•lioo. 

Experience thowa thst coos1derablc n mc dapR• between the dccu1on co givw: 
Britain dc:tcroyen and their actual delivery, with fun.ber time required to rralo the 
trew• tor chetoe fort ign wJ-rshlps. Yet immediate delivery it imperative if they ate 
to anivc in time tor the deds.ive plute: of the Battle o£ Brita.in in the aprinJ o£ 1941. 

ln addle ion co iu own umnage, Britain now bu at its dia~sa.l the smcer pa.tt 
o( cbc: merchant {leeu uiU flying the Bags of counuics conqut:red a.nd tubjupted: by 
Hhlcr. But it iJ a envc (a.Uxr to believe dac the total tonnaae now avs.Uabk ro 
Briuin mettt aU pment and future needs. 

E'f'Cft pri« co the wsr, tbe bulle of these: fcniga thip wu ac Bricain'tdilpoul 
(Ot th< tr&AJport ot iu fordgn uadc. E'ftn mort important i• the &ct thac Gcmu.of• 
COOCjU<St o( Coati_,., Europe aosecl • coosidenble lca&<hmioa ol the en& 
rocua aow otpiated by British shipping. 1'be COO't'OT t ysWD abo pn:wmct a hill 
a.nc1 dficic:at udliudoa of the anilablt tC~oD.&gc . Wbta ua'W'diaa ia. c:oovor. luc.ct 
boau an: comptlled to adjust ~r speed co rJowcr .......U, U>d chua eMir aauJ 
capacity dlmini1hes, 1ioce they are eo route looger than normally reqW*· AD thit 
happen• at a time wbeo Britain must util.Uc ju ~powrr both f~ iu ~ ~1 
aod armanwu production while simult:aDCOWJy factnJ ~e noomny ol uJcreUUIJ 
the quantity ot iu imporu co the !fttteSt possible uCcnc. , 

Consequently, Britain i• now coo!ronted with the: im.mediatc tadc of enlargu1g 
iet mtrCbant Rect by all available means. Normally, thd' annual capac.ity of British 
merehanc tbipbuildins yards is estimated .at two million con•, but tod.ay it ia far 
below thia figure. • 

Rooald B. Crost, Minlner o( Shlppiog, revealed ln Common• that a "tr'/ b.tp 
part o( Briu..in'• domettie ahlpbuilding capacity had to be: aivcn Ovtt tO nan!'?.,. 
ttnKtion, and that mAny ya.nb au mgaged io repair work instead of buiJdms 
mercha.nt ahip..• 

What can c.bc United States do? • 
The metdw>c auriae o( che Uniced Seaca is icllc, ;,. sbipo .,.. Wd •P. """"" 

pt<dooas boon ia_ pons. TM. Neutrality Act probi~u the sbi~t "!::::: 
bdlipu>t <0010U1cS oa AmeriCOll -.....4. A chan&< to ch- pro"- u . 
lead co uapbsaat --· to,., the leu<, .U.C. ADrioJI sbipo CUIT"''­,..,_T_..,.,.,,..._ .......... ,,uc. 

BRITAIN'S MON TH LY NEEDS FROM US 
49 

.,.t<riab co Britaia are a!-.....;. to be att&cbd br Nui '"""'""- nldcn 
Scill, che aa!utioo it qwcc .U.ple. Todor, aad- wbca BriW.'s ~.c': o1 car • 

sbipo ....,_ duucraot proportooat, A-x.., .....to shoaJd b. oold to anU: 
lidos. M'":"'ver, the bwldias ol sbipo ftK BriW. shoaJd besia., 0000 ;0 A-"cuo 
,..,-d•. wboch should alaa be osecl to"~'"" aJ>d I'COXIdicioa daau-' Bri • h ·•j 

"G B '' h ....o o•v tu~po. teat nutn •• arran6...,.. foe th~ bcillding aoc1 acqWsitioa o1 merthu 
.Jlin& in the United Sutes to oll'tec Jones chu hne bcco .-. auv .. _ .. or--..J • h t r , , ·• ..,. 1 P~t, '""'Cf~ in t e 
submlnne campaagn waged by G~y aod ltaJ~, abipb~ildlos cirda r~pomd 
coday. The pro~n~m call• for the budd1ng of l~ lrc:tghtc:n Ul th.iJ eounuy at a co.t 
of about 100 malUon dollars, chete sources u.td. Early deli.verict on the fitlt thipt 
bue boca su.arancc:td, and the entire program is to bt completed in a abort lime it 
wu aaserted." ' ' 

lc it an open quescion whether the e:r:iniog sbipbuiJdjng facUitio ia the United 
States auffice for thiJ new construction. Acc:ordiag co a dis-pacc.h io the H,,U Tri­
o( Ot:«mber 6, 19«): 

" Tb.e British Go•emmcac hu decided ro build iu owo a.hip UltmbJy yvda aDd 
coostNC:t prclabcicaced frtiJhtett on a mus--prodgajoa "bub £rom pint made ac 
J.ccona chtoosJ><>"t the Uoited Scacn aJ>d shipped co the cwo ....... w1 poinu, -oa 
c.bl: C2olt couc aod oat oo the wac c.<~~~.st, ic wu lc:a.mcd fi"'OD JO"'U''llDCCt o&ials 
cooi&J>c. 

'"The British Shippiaa Miuioa, which bu '- ia che United Sut<tlae -.17 
rwo mootha. hu ~ to New Y ode: to complete the 6naJ dn:a.il• aDd tip tbc 
Jut coam.cu before a.oooww:ins the pla.n. The usembty pWm W1U be t.imHar ia 
ma.oy mpccu to the HOJ bland lbjpyard, whic.b the Amcric:a.n IC)Yt:'f'IUDtat coo-
suucted and ran durin& the World War. . . . . , 

"According to Briliab estimates, the first ships should be (Ompktod wichin ten 
monthJ, or pcrhapt even JOOner. However, shipping cirdes are len optiminh~ and 
sugs;est that, contiderins the difficulties, the fint ships may not br finbhecl•nd de­
Hvertd to the Bridth before a year." 

Each additional con available tO Briuin iocre1scs its importa. In curn, an in~ 
ttt:ase o( imports rdcuu me-n, rtw m:uetials, and production &cilitict wi«hln Great 
Briuio for che Britiah Army and military prodoctioo. 

However, Britain's own prodoet-ion will neV« suffice co ovcrukc Gel'ftljny"a ad.• 
nocagc. BriuJn now nttdt ~ican aid insoiu as wc-apoaa and munitiON~ 
COCJcmxd. lo the bta.lnnln1. uide from ceraio limited pb.ot ckliYUia, Amc:rkao 
aid COO:linecl io pladns ar Britain's ditpoul ums from cx-Uc.ina American scoc.b. 
ld't~'V'Ut from cbe 6n-c. World War. TbQ~.., foe ima.oce. iaJuor:, 1940,' the Uoiccd 
~i-..1 tO the British surplus ttocb o(IIO,OOO ~kiu ...J Lewis aadliae 

"Jrt...l.L~&a-. ...... Y.tr- • ........,,lte. 
"'-.... ..,...._. C...}l .. .. ....... Yd ,..,...s.,.-a.. ZZ. 1M 
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pns. 1CX),CXO l.ft..EA6tld riBct and K'Vcftl miHion ~~ olammuoidoo, 1'hcrt­
mOf'C' tuch scocb ktpt ia American arseru.ls wbtch could bt madr a va.d a.bk tO 

BciniA. Acconl••• to Fcnlitw>d Kulu!, another Z.SO,OOOo( th< l.ce-l!ft6eld rillc.eoodd 

... ••!'flied. . 
On ch~ who~. boweur, ooly new producc1on and nor chc dep.lcdoo o( old 

uoclcs can mc-,an a retl •nd dficif'l'lt support. 
Lct us now tum up che thr« forms of aid which Britain needs from the Unictd 

Scau:s. 
Fint o( all, h need• all chc warships Americ.a (.lin spare whhouc weakcnin& its 

own nllflon:d ddcnR; in addition, idle- American merchant •hips mun be transferrtd 
10 8rici1h rcgiury, and new c~rgo vessels must be built here as quickly u pouiblc. 
An cxcfmion of che )()()-mile ncuct'llliry zone, patrolltd by American naval veskls, 
would (urchcr implement chc KCurity of Brit.ain's viral U:t Janet and free more 
Br-iush shipl co cKon convoys Lhrougb che most perilous passages. 

Second, Ur'llai.n nC'Cds additional supplies from Amt'rica's rt:scrve scocb -evcry· 
thinJ from m.achu)t· 1uru to Oying fonresscs. 

AN HOU& A DAY X:.US HrTL&a AWAT 

Tb1rd,and this is tMd«isi,·eoted, Amcricandc.livtriesol MWly ptOduced ~ 
ammonmon, wu nuu!ria.l.s, u wdJ as es.saniaJ nw matenab mQ!t tOCreut to a 

rnlly coa.sidtnbl~ nctcu. Ho\\-eYU, tbt pnnquisitr for such atd is the immeda..a.u 
orpniz:auon o( America's 0\'ID armament production ro a far guru speed chan h.u 

been done thus far . 
Afttr hu rl"<'lc<-cion. Prnidc:nc ROO:SC'vdt prodaimc:d a new policy acconHns co 

whi<h all America's future war production w111 be ntually distributed betw«n the 

UnittJ State~ a nd Grn t Oriuin. ln his pt"t$$ conferenc-e of November 9, the Presickoc 

:announctd chat "deliveries o( airplann and war materials ne«<ed both by Grt<.1C 
Brita an and the Unit«l States shall))!! divided, gc:nenJly, on a SQ-SO basis." 

This by iuc:l( reprc:sencc:d a considerable improvement over previous pracd«s. 
However, even this improvement in che ratio of division could be of v;alue only 

if the volume o( che goods co be divided,;.,~ , , the cotal volume of American ·~· 
mrtlt production, further increased both n~dily and rapidly. A )0-pe:r«nt tbarc: JR 

Amtrica 's armament produce ion may mean much, if the country hu alrr:ady com .. 

pieced che shift to the primary production of aroumenu. Such a thift wu c:~ea~teJ 
by Grrmanr Ions before the outbrea.k of the war. 

If che Unittd SucH su«ttds in JiquidacinJ u.oe:mploymeac wh1le at tbe WDC 
rime fully uuh1ina iu i.ndu.nrial capacity, che national income, or the ~lu.mc aDd 
nlue of prodOC'uon. wtll a.mouot to bnweea 90 and 100 btllion dollan pee 1¢• 
as apin.st chc 7-4 co 7) btllions f« 1940. U Ammc:a'a fully ucihud indwcrial CtJ»Cllf 

" 'etc- to bC' tnnsfonotd into producing wu mauri.als on the (i~n tca.lc.. tbc &flll;l· 

BRITAIN 'S MONTHLY NEED S FROM US 
)I 

_, produnion of tho United s...,.. would._, to no leu thoA ~btu d II 
pe-t yar. ~ ton o .a.rs 

With Britain JtttlnJ half ol it, 2j billioa dolt...n· h ol • 
• nd • 1 won •111.1namu. o~namuna· 

uon a c:ncnua raw mnc:ru.ls per ynr, or • ._, .z iJ/,..JJJ
11
n ..,6 

to bolsttr our firsr hne o( dcfcns.t. I" • WOiii iJ 10 

Such Amef"ican aid, to Briuin would lead co a British victOry. 

But today we are mJJ very far from shifting h<llf of Am<ra·-·1 •. .. • 1 • 
• . ,.,. ltNUUMa UP'&CUy 

to the produCtiOn of armo~mcnu. From July 10 S.pc~mbn- ] I\.,.. A 
1 . • ~. rntnc.an m1 1ury 

ex-penduurn toc.ded about 200 mHlion dollars no-r m""nth • wh' l h • _, 
• • "' y • 1 c 1 .:y tncrc;u..u 

to 280 rnallaon dollar• by Oc:tober. At chit: rate annu.al ~1 .... ,,·00 'II 1 ( 
• , • . ,-.,...... WI tOf;t rom 

2.S co J .S ball a on doll11rs. :he delh•crics co Br-itsin Wl.'fC v:a.luL-d u 100 10 120 null ion 
dollan, those co the Emp1re a litcle ovu 100 million dollars. These fi.gur..-1 aiCNll: ,.C"' 

veal char not cvtn a lOO.per-«nt Jharc in Amn-ica't: preK>nt armamcftt rwoJ ' 
' II ~ 'd B . , . UCII{Ift 

wt . sumce 10 provt e main W&th poshive pcotecuon 11P.ainst ddt"at. Only 
d 

• • . • o- .atrc-
men ous ~ncrtaS:C an Amc:nca s arm.ammc production within the •hon~t poutblc 
space of ume Will avco:rc a Brimh ddeu. 

We shall draw up a ptccure ol this dan&erous situation a.s simply anJ 11 clarly 

as possible. Britain, America'• 6nt lioc of defense, already deVOtes about half o1 m 
prod~ion to the mattufactutt of arnwnecrs. This o::~eU~s chat cvay nun, wom.an, 
.1.od chdd worh 4 houn a day producina SJ'JIUD:acs. whi.lt a.DOCht-r 4 hOWl o~re 
spent on manufactunn& ocher cocnmodides. At a fuJI uriliuuon ol ~ anduJ.tru.l 
capacity, Amttica.n producuon '"'-"Ou.ld amount co 9>100 billion dollars I'" yc-.ar. 
\\'od::in&8 houn prrday, each hour would prodouabouc 11 b&llton doll.ars (lt'r ya.t, 

Today. Americ.an arnamcnt production {260 million doll;ars), anJ c-rpotu to 
Britain {110 fl'l11lion dollars) t .fl'lount co about SCX) million doll.an pc1" month, or 
6 billion dollsn per y~r. rcprnc:nting one sixteenth o( che coul American prodUCtiOn 

:ac a (uJI ucilitacion of induuri.al caJl'.lcicy. Thus, Am~rica spends bu1 )() mmutel 
ou1 of che full 8 houtt o( 1 work day on the prod union of armaments,'"'·· IS minutC'l 
for il$ own, and 1} minute:s for Bricish needs. 

ln Ntti Germany, however. e:vc:ry d.ay 4 ouc of 8 worldn& hout1 ttre dcvottd tO 
the production of armamenu . The German Economic Genenl St·alf now I«'S co it 
that the population o( the conquered terricorits al$0 works 4 hours c~ry day (oc che 

same pllf").Xne. The Britain of Winscon Churchill also de,•oces <1 houn daily co 
armame-nt production. 

Let us n:pcat: Britain iJ A.muica.'s 6nt line ol defcrue again•t Hicln o~urtulOD. 
~Germany and Briu in both dt'·ot:ing 4 full hours per ~y co che m.anufacturc ol 

..... at'dek ..... """"'W'-'- .. r_ ... ,.,._-.1 N c.a--•U.M-T•t"~T...._fiiO.:...J,I,_, 
....... s...-... rw., """-'c-.. too._.__.~ ...... _,. f ) ........... w ... 
~- ..._ ..,,._., .. ,_....,_(,adl·-~ --,-.) "-",._..,...._..,. 
t ....... _.. .. -..a . .. ~ .................... ~ ...... _.,......., ........... n.,~" 
.............. . .... _, - - · ..... __, .,...,...., 1JJ .a-~ ~-l:Jf .... ...... ......... _._. 
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a.rmamdlU and th~ prochac:r:ion of nseotia.J raw au.tui.ab, oo further proof' t. Deeded 
(Of" che uacnnetu thn an A.mtri(an_a~~t ~uc:cioo o~ ooly 30 roinuta a d.ay, 
o1 whiCh IS minutct are spent on a.1dtng Britato, u fatally toadtquu e co u tuly all 
the rtqvi.rc:mdltt o( this nreamJined W2t of factories. 

With Anwica work•n.s but ))minutc:sforBritain'aO«'ds, ched•nsfl'ofinvQioo 
and Jublc<\utnt defeat rema1ns like a dark cloud overhangins Britain, and an ultilll.lte 
British victory apptars wdl·nigb impossible 

Jn order co avert defeu, Engbod ~uires, ooc lS mioutct", but a full hour's 
work every day in the United Statct, juu as the United Suucs needt a full hour's 
work for in own defen.se. 

This is mult pill. i ll in Figures 10 aod 11. (See opposite page.) 
One hour of Americ~tn labor corresponds to production valued at 11 billion 

dollart pt:t yc:u. Such a volume would soon enable Britain co equal he her armame-nt 
produce ion with chat o( Cerm1ny. 

To attain chit ~lance, Britain requires Amaican tupport It least 11 grcst ia 
volume u its own production. Were Britain able to double itt industrial output by 
obu.ao1ng an equ;~l volu~K o( 1uppon from the United States, Huler would unaioly 
(ajJ to nnquuh. ic 

Amencan aid co cquJ Briuin's own produttioa-thit may not be sufficiently 
cootnce for aome: ol u.s. 

1.c1: us, chcftfore. dtmoosettte the extc•u of such suppon, t.annJ elk same goup 
of three cnmrks by which '"" upl•in<d chc ioouffideocy of Amcria• 1Uppon. 
Agin, le1 "'sure with su~d. 

In a.n anKle, wrincn for the hf11•try j-.rm~AI of Wa.ahinston, • I wroce ch~t the 
"'teerct (o( the firSt World War] was the hittory of iron and steel produetion." l.n 
face, iron and au:~l production provides the ~cy to the sec-ec of the ftn-t World War, 
•• well u of the pre1en1 w&r. l..mmedi.ately.tt the outset of chc Jut war, the troops 
of Hobc:nlollern Gc:nnany invaded France. and occupied iu heavy indunrial rt&ions. 
Consc:qucntly, the racio o( neel production was 24 for che Ctnrral Powtn co ll for 
the Allies. 1 It wu the stc~tl production o( che United Statu which cippcd the sc:ak 
in favor o( che Wcue:rn Powcn. 

Indisputable facu tnd figures presented on the pages o( chh book rtvtal that 
Hicler'a pcr.atnt poticion is even more f:a.vorablc. . 

Ac home and sn hs Empire, Englaod produc~ 17 million cons of .nccl, wbl1c 
Gc:tnuny ptodu«.s 42 millioo tons ac home and in che c:ooqucrtd terri cones. Acc:or-J· 
io'ly, Bnuin needs Amerkan ned in 5.ufficienc quantities totqu.tl and o~ake.tbe 
toul German producuon. h needs. noc tbe 8 millioo-ocld coos ~ year wh~ "tS 

now acru.ally SfCUDJ at the: nee o( the: Aagusc exporu, but fl/1111 J' •JI•t•· 

• .,.. ......... ~,_........., .. ~}--.11$ 1 "h,tf)ll. 
. ........ ,...») 

BRITAIN ' S MONTHLY NEEDS FROM US 

DAILY WORKING HOURS FOR A11MAMENr 
lliTAIH 

. ..,., .. 

6U.-AHY 

20 MIHUTU 
II"'"""" Kll .,.NH 
It MNIIU F01 OUQ.U 

Fi~IO. 

DA!l Y WOQKIHG 110\JRS 
HUDED IH U. S. 
FOil VICTORY 

Fi1u.re 11. 

.b the: Amcrica.n ttecl indu.stry able: to satisfy this immcotot rcqu.ircmccu~ h un 

bt tmphacicaUy staccd thac iE ial 
FiJUre 11 on pase S4 ahows the capa.cicy of tbt American steel iodunry and 

the ddivtrict that hue bcco made co Bric:a.in up co now; it allows, (unhrer, elk 
volu.meo( A.merican n«l exporu neceu.ary for a British viaory . 
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D-l • oeeds a:cec:l. boch U:a irs aw form a.od manufacna.ml i.aco JOOcb.• u ~otaUI , - -'-•- ~- • , __. 
~ ••Pflli« <>• be '!"bled, Enpnd sown~ ~ """'~ • r-oc•ion addol 
, 0 Amftica's ina<U<d suppljeo will esc=! Gumao prodocuoo, bocb from its-. 

STEEL FOR VICTORY 
IN MIWONS OF TONS 

.......... ... 

u.s. 

TODAY 
Fi~l2. 

NECESSARY 

-.... -... lO 

furnaces and (rom the conqueted c·micories. Thus this German adva.nt.agc could ~ 
COUilttnCted . 

Atidc from ueel, Britain needs sn ~odleu variety of induurial produc~s, 
machjoes, raw materials, co double ics indunda.l capacity lot the benefit ol ns 
armame.otJ, 

Amcric:a hat 9} per ant of all that Britain netds. 
The figures o( in trade with Britain reveal what the United Scattt now a.cnully 

aupplict. We hope we have sU«eeded in provin& beyood tht shadow ola.dou~ 
that praent Americ:an erpon:s are falliog (u shon ol Bricaia's real aced• ua cbu 
hour o( ._,...,. .......,. 

Witho..-u btin& obli&cd to pay (Uh or to pay at aU, Hh.kr oow c:xrnccs .6"77 
nhatd. at «X> c·o .5(X) miiJioa dolbn &om the cooq....-cd tttrhoric:s while Brits&A 

1 

•cw-. ......... ~ ...... ,..... ...... r ................. !-"---~ ......... ....._.. ..... ,.....,.,il ........ _,_ ............ .,..... ........ ~ 

BRITAIN'S MONTHLY NEEDS FROM US » 
iadwuii.J JYlWD, oo the oc.hu baftd, is iakrior to that o1 ,.. _. ~ 

. •-- -•- ._, • T """""T .......... ...,. WJt.ouwC UJC oc:aapw cou.ntna, o au.lce v:p £w tJW .wv:.--. a....! . • ___ ... . I . _.._,, l;llrltata ~s 
Amtrlcaoexporu ac nn cwauuaruc u the sum roul o1 Kit•~· . 1 •• 

... ___ .. • ~CJ" s &&tat rom tuc 
cooq~ coumna. 

Gttma.oy cannot defeat Brir.ain if Bricisb imports frota tht Uoited Statet 
amount to 

ONE BIWON OOLLAAS PER MONTH 

instead of the 210 million doHan now going to c.hc whole Emplre, or the ll) million 
dollan planned for next year. 

At fit" •is.hc, chit one billion dollars may sectD abnormaJiy Lar8e. 
One may object char the delivery of goods co this amount will prove lmpot.tlble, 

In reality, however, it i.t f'Ar from imponible. It IC'C:ms aboormally Jar&e only In 
comparison with the tu.m coc:al of e:rporc:s now going to the Empire. h is larsc if 
compared with cot• I Amtrican uporc.s now acne tO aU pam o( t~ wOC'ld, expected 
co amount to ~.4 billion dollan during the current year. What we •~ caUin& fOC' art 
uporu to Brirain alone, (which coday ~vu about two thirds o( chc toul), ar 
twia tM ntim.atcd tot:al of the aureat ya.z • 

Nnuthelas, it iJ quite poaibk to reach JUC.b a 'WOiumc. Aft« tbt coaduioo 
o( t~ 6nt World War, American ttpons trcco!ed ((X) mlllioca dollan a 1110ada : a.od 
in ceruin moodu the exports amoonrlf'C! tO mc:we tha.n 100 millioa dollan. At the 
fuJI a.t.iliza don of i u i od unrial a paci cy aod ac fall em ~oymmc, luDtriea' s aaoul 
production will amOW>< co 100 billion doll•rs. And 12 billion dollan' wonh o( 
&oods stat to the British Empire represecu bet U per ta2t ol tM coul. Britain's 
ptscaime lore:ian trade rcpreteated a greater perceataJe o£ iu total produccion. A 
corrapond.ina increase la America's foreign 'c:rsde, with the OYerwhelmina portion 
of i ts exporta going co Britain, ia by no means imposs.ibk. 

But this requires certt.in sacti6cet tight here in America. It rtquim thu the 
Amer1can public c.akt ttOCk of it$CL( and become conscious of the fact that the world, 
iodud1ng the United Scacca, it passing through an ~poch of world rw:volucion. As 
$00n as the sedoutnets of chc hour is fully realizlf'C! here aod aU appropriate scept are 
taJc«~ co meec its demand•, America can and wiJI ex-port ODe biWon dollau' wonh 
of soods a month co the British Empirt. The gis.t of our proposal is incorpo,..ctd in 
Fi..,. 13 •• pose 36. . • • 

Most distinct o( all Bricith needs is aa immediate uxreate of A.IDCflc.an pl•nc 
ptOdoction lor the btndic of Bricaia. Today. Gcrm.anr is niH far superior to Briuin 
iaaofuasthc number ol planet ac its disposaliscoocmxd. This d.iJcnopaDC)' brcwcco 
the Gmnaa aod Brie ish air Rtftt must be- cut, t'ftft thou&h tb.u aJooe don aoc tDtU 

&&)ish supuiority in che air. With bac )00 plmts pia~ tO ~uin prt .IDOD~b, 
Gen:a.a.nfs initial adnDtaJC: will noc: be diminated. especiaUy il we bcp Ut maod 
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that Ci<:nuny if iutt about co incorporau tbe aircraft indu.uric:t: ol chc coaqCift"td 
ccrnroria into hs owD hi&hly dnt.lopcd. phnt. 

On Novtmbcr 10. 1940. Edwin L jAmes, writiaS in cht. New Yod:: Tu.1, u.id: 
"Hhl~ wu pobably in pounsion o£ information that this country b shippinl lCO 

EXPORTS NECESSARY FOR BRITISH VICTORY 
t 1 BilLION MONTHLY 

Figure 1). 

to )00 planea a month co Bri"-in. Of course, i£ those shipmentt do not &teatly 
incrtaK", and rapidly. it will result chat there was some foundation to his bossu.. 
With the plane facmries oucsid~ of Germany no'v in his h;tnds, Uttltr tiiH i~tmiiJt hi1 
pnJII(I}OH i7 Vflllrt 1111mlHrJ than tiN UnitrJ St111is iJ now mtJin& t~mll tiN AJI,,.tic." 

{Italics by the: author.) 
Even alide from cht planes Hitler is now getting out o£ the con'luered territorict, 

his own prod..clion mun be ukc:n into considc:radon. Calculations about lunitt 
ddivcrin 10 England• proceed from the assumption thac Germany's aittraft pro­
duc·tion is two and a half rimes gteacer than that of Brh·ain, co which mwc be sddcd 
Gcf-many'• initial numerical•uperiority in the: form o( tbe accumub.tfd pl•n6 with 

• ~-· • .._......,_.oldie~ Torll-.J.Jt,.,_fll~ ... If«) ·-n..olll.,.._~ .. 
._. ........ M .......... -~ .. olas-!iq~_..&._..,.U.IIwi ~ .,_,..,_, ...... ~ ...... · ---.....,._Uf'ICMY fWICif ......... o--r ....... ~ .......... ,.,. GIPI._._._ .......... n.u....t.._...,- ._......._(Nfw Y•k r-.~ 1))'~.::: ....................... ..., ... ___,..._--. .................... -.. ,... 
,...._ •• u:o,a-............ _...,. . . ...... -~ ..... --"'-,... __ ..........~....,.. .. 
~ .... ..__......,. .. _____ ....... ..,. ............... o.--...--

... .~ .. ._ lt.._...&.Wf4M ....... ~c..w. .. _..... ..,....., ~ .. o.--~ ........... ..... ....._,OIIIIR .. 

BRITAIN 'S MONTHLY NEEDS 
. . FROM US U 

which at efUered tbe war. To atuio a bal.ana ift 1 • 
(rom the Unit~ Statd he au, Grt21 Btu~•• QOW na;J, 

AT LEAST l ,SOO PLANES PER MO)JTH 
Oooc this 6gurc i.s rtached, Gn1mo air su • • • 
supremacy Ovt'.r Britain will be made im~~on~ wall ~ brokm, GC!tm.an a1r 
ulc:n ro avert the pos;albiliry o( 1 Brirish dttea' •(·: F~ dec:u.1"~"'-'P w1ll have been 

t • ..:cc agurr 14 ) 

AIRPLANES NECESSARY FOR BRITISH VICTORY 
U. S. OCUVCitiCS TO PU. MONTH 

IMTAIN lOOAY 

Thi.s chan, like: rhe Other illustrations, is designed to show i11 :a .nrikin~e rno~nn,:r 
the lc_ngr.h of the rocad scill to be covc:rcd unul American ,id 10 8mam, ~v.:n thou,~th 
uuddy •ncrea.sinJ, rcachts chc volume IKCC$$ltJ' ro thwoatt wnh •IJM•u tttt~I'IIJ • 

HHLer VICCOfy over Bricain The chan su~ts tM aeuul ttquircrnenu ch.u muu 
uill ~met. 

T'H. tNJ'ORT.u«:: OP TK& TIXt I!1..0(DIT l 

H~·rvt"r, tt cannoc thow the immense impona.oce of the- time e.ktatnt h will 
nal) but litlk a( Amtrican supplies inaeue to tbc es-cmc w,gotcd abo~ only 
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olw, ..... .. ,. - ,..., by •bich-Hidcc _,...... "' CIIIJioc-
Ilia .. _.... .... ..!aiai>Arial .... fiiW blooo. 

h it &.pcrau ... aoc1 ..,. aipifira- o1 this ._,. - 1oo _. . J 
_ ............... ~.;.!co 8ricaio be doabled ............... d-e~ 
,....,. -tlu. n.. Gtn~w»cm.u.cio,Jy d •meed clio -........,.1 -...... 
.....,.oldie W.. u-oc Ia their camfOip aplao< p,._, B-Won m., <bey 
pablldy naud their opiaioo ol the ooprome iaporul!CO ol clio U.. u-m. wid! 
,.prd co all upew ol war. 

Ao aniclo, ••thlod "Mlllwy Propotatioo," pabll.bocl ia clio~ •I M.Mw 
Mllit-:t Srltt«,, malnc:aios : 

"OnJy ooc conclusion cao be drawn .•• to ptepare the ahi!t ia pacttime 

u oytt<madcally ao poNlble. U the tupply ol war ma...W lo oouq .. l co the demaad, 
theo mJllcary mobilization icaeU will be ......Sod; the lcasch ol clJDe needed foe 
ecooomlc moblliu.tioo will play jon u imponaoc a role aa the •.-1 ol mllltary 
mobiliut~ .•. " 

Oo pa .. 16 ol the book, liiMutriM ~. pablw.ocl by .... Genu.. 
wcltlltc ol B.w-laeatdt, .,.. read; 

'"The ~ o1 th• period ~ for war proclocdoo co ,_., i<> pa1t 
it ao impo•w>< we - authoricia cmaide< this co be the oaly oult wlud> iocl ... 
erial ooobiliu.tioo baa co pcdorm:· 

Tbeoa '1-"Uoa. abonld odice. 'Ihcr .... clear_,..,.,, Gcnow>y'• '""""­
p..._ - ao...., _.. ob'"-~tioo co the world oldie U.pcn:aaa ol 
iocl .. crial mobillucioo eucuced ia U.... E...,UUOs '""'' be ~ co prnac 
Bricaia from b11ia1 bebiad G<mw>y ia this ,;,...tic roce io wbkh tliclo< is..,.. 
mobiJW.., the..--ol Coociaeow Europe for the fiiW .bowdowu with Britala. 

ANJiaJCAH All) UPKn Til& IJT'UATJON IN 'J'D OCCt1I'IWD TII&AII'OUJI 

The impo....- ol the ti~ dement i• o.,.....belmlas. ooc merely~"" 
Briclab mlllcary productioo cllrectly depend• oo the cempo ol A~Dti'ican ouppl~, ""t 
bocauac It may hu·e ftpet'CI.lPiooa oo Hitler'• ability co •ueoatbea. Gc:rm&oy 1 •ar 
_, by utililios the IUOW'CCJ aod procl~~ctioo facilltleo ol the cooqueiOd aod 
occupied ctrricoriea. 

Tbio poiac roquiroa a comprdlenli•• expianatioo. 
We b .. e ~ced a few U.,.... co .bow bow Gcnow>y'• war~~ .. , be 

impnmd by adj..UO, .... ec:oaoa>k '>" ...... ol .... cmq-..1 ..... - co .... 
_ ... Nu.i war-Y· Bot JUCb ,_;.1 aod «<fNNI '-'""- ara by oo -
i4oadcaJ. 

We aay difroptd the fxc char the war, DO-bow ailon aod U1b~ 
it - .............. CCIIIIidenble ... _ ia .... oari- ....or ........ ..,...., 

• • , 2 . . ............... .... ..... ,., ...... ~ .... 

BI. ITA I N 'S WONTHLT NBBDS PI.OW US • 

aOjM-ID'' OI'._ Tioo ....... will be ....... aca I w·...,. . ...., _ lfil looo• _.a-d,........ ....... 
-.lc willcabU..eo adjoR cbe - ., ........... 

urri~.codJo.-•C.....:--r-TWa.....::-..,..,....:...: 
...., Wlchia G.nully. Tho Nw ,... -, ...., ooc _..,. 'r 

11 
built ap. mc;weo....,. doriaa • paiocl ol to-caUcd ··s-ea.·· • 1 ': :t ~ .rid.': 
accacb, Ia< ClWDplc. 

E..o io the •-t due .U _,. olcbe popol •tioo ia tho"""'!- -loo 
....,. wllli•l to co-operate with dJo NuiJ, tho CO<l<diucioo o1 cboit ..... oal 
power at tho ntc ol uploirarioa. aow pact.ic.ed within Germ&a·y will c..u1a1 ~ . , .. _ 
ume. 

Such a •plrit of uoooadicioeal «><>peracioo iJ by no_,. orideac. I'O< ~ 
ao edicorial in the DtoiJ<M V.JAiwitt", entltled "a-...n.ctioo olcho ac..,W 
Territor!.,," writca ollltl1iwa: 

"Ill .;..,. of tbe bam,. of ..,..., popapacla, <bey [clio lababi....,] -. 
pleaaaocly...,rue.. by the comcc beha.nor oldie G<tmao croopa, aod olcho dol: 
"""aod pbilanc.btopy [aic~ ol tho Gamao authoritiea. The.. ...., a -­

willlopeaa co c:o-opeo~ -· 00 - ......... pa- ol .....,...., llit 
.........! co~ •ben ic beca.eobn-m.. thedtao&e....,oolyoo tho-'-. 
M.uy •PI"" h• leaclm lulled cbemMI ... iaco the i1luoioo - ..., _... -
ciJiot th<lt Ilk wbcft cbe war bad lacanpoed it. It wu lih bciDJ io tho bc!loo ol a 
wealchy -.dlaoc oo dJo day afw Ilia baokruptqo. Jaocbee aod lanla< - ..W 
-ked, the JCn&AU ..... DOC ,... ditcllarp, lile WU JCill ........... ~ wtoo 
....,. pojudi<>cd api01c Genaaoy...,. -rr ooce-. iaduJp1 ia the IJopo chac 
they would be able co ....t. co-opaatioo." 

Th• editorial write< of the DrotKM Vol.lnoltttheo ad.U..-_...... ol cloo 
leadiag clan that they will be able to .... pan ol their P"f"R'oo oolyllaod wbao 

they demonatratc the.ir wiUinpcu to co-operue with the Nui.t. 
"II the propertied cia- in tbooe cowuriea draw up ao "-< balala Jbooc," 

be wricea, "they will ,..u .. that they will be able to oa~ .. ,. - pan ol tlloi< 
tttna ooly U they place aJI thc:ir rt:mai..oio& aam io tbc ten'iot o1 1 trKdo. 

ioaread of LDiioualr tryins co procecc th<ID." 
The G.rman o.-.1 Scali' upoe<> _. chao paao~ .. co-oporadoo. It ~ 

..U .. «><>peratioo. Tb., the D-IKilr VJUwltt .,.,.;.,., 
" Abo .. all, this - we tbey • .,, now..,; .. day aod olpt co adjoot choir 

~I -y to the realidea ol dJo New~-" Boot what ara dJo "O!IIldoo 
oldie New Europe''? n.. v .I.IJwltt ,;- .... &oAk - ; 

" lleyaad dw. clio Gomoa ..w.oritiea .,..,... ., ....; .. all a.ailablo ...,... 

" .W g. - ., f1JiM.1., ,.,..... "(Jeali<o 11y the lMuM VJUwltt) -....... " ...... 
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,_.,....,..~I tlu< thus lar a<ithcr the c.mw. Hi&b Cnmm•od GO<,,. 
Ecooomk GcMral Suf hn~ been abk to count nca oo ~limited co-opndoa o1 
BdJillllll' t proptttied daues. lbeyal.so~ tbe:dttenninacioa ol tho.tauthoricics 
in inuodudn& ID(Uu.ru chq deem nte.C$.WJ' co cak-e advanc.aae o( t.he time: ekmem 
in orp .. ttilina the occupied tmitorics for the race ap.i.ost Britith anci Amtri<:a.o 
U'llli..IKDt, 

Thi• it che tiruadon jn Belgium. 
Jt h well known chat the Germans failtd in their attempu to Jet up In Norway 

and the Netherlands servile puppet govtromentS t.hat would bave any support a mons 
the population. 

The situation in F'ran(e is equally well known. Tbe tee--saw ttrugglewJt-hin that 
coumry goe:s on unabated ~tween drcJes favoring total co-operation with the Axi$ 
powef1 and chose remaining more or Jess loyal to Britain. Thit it accompanied by a 
dildnccly ~rcepcible politkal apachy in the rank and fi le of t~ populat-ion, nill 
scaggtrcd by the extent o( the dtfeat aod co.rmeoted by worry (or in daily bft.ad, 
rhc futiJe seuch for work, t.ppreh~ttsion ovu tbe uncertain (ace o( soru, hwbands. 
(a.cbcn., and brochm. now kcpc in German prison ttmp6. 

Tbroushouc chis winrcr Gmnaoy is lilc~ly co make an immc:ruc tft'on co whtedk 
or rorrcc tM tt~habicanP into active co-operuion in ch~ int~mt ol orpni1iaa: tbt 
«<OOm.ic Jytttmt o( checooqu~ tttriu>rics (or the fuu:l smauJc w ith lkira.in. 

It u wc.U co bar in miod char iu a:n.tucsts have provided Gmuny wic:b 
im.mmsc power chat c:an be rothles.sly uploited. Gmn.aoy u oow in • pc:Kitioo co 
appJy co the population o( these COWltrics wba.c:eva prus.u.re appears oeoeuaty. 
Gtnnany baa won and holds powt't-&etors that a.re exuemdy dfccdvc. Ol COW'te, 

Bricaio hu not yet been defeated; but neither hu it succeeded in JCOrins sp«caculu 
victories. It is the Nuis chat hue bttn victoriouJ. Th.is is (ully rt".aliz.cd by the 
people o( the conqucrc:d territories., ind thus che German Army is rightly baskin,; 
in the spodis.hc o( iu victories. lc ha$ 'no equ.al on the European Continent. 

Since Gcrm•ny requires only a compar.uively small army (or the Dude o( 
Orit.ain, che Nni1 hne been able to keep adequate garrisons In aH the occupied 
terrhorin co ftuunte brewing rebellions, indeed, to make: the very idea or aucb 
revolts apptar like an acto( insanity. . • 

With thearcentralized might, with the State's powerov6c<:onomy, che N1.1u 10 
«cry ooe o( the occupied cou.ncries play off those SC'(tiOOJ of the prope:rcied c.I:J..$$d 
willing to co-opm.te wich them apiost those who rd'usc co do JO, The hoki~rs 
may IOK their pn>pertics: WOIX chan that, they may be dnsrd ioco cono:acrauoo 
ampa or evm executed. To rht complis.nc., the Nu..is prom.i.~e. if noc the ftClUtl ~ 
<h<ir lom>« woh.h, a< leu< cootinocd profits on a limited scale. Today tb~ Nam 
CO<luoland r<JUb« <M ft<din& of the populatioo in the,,..,.,. port of Coou?"c><•l 
Ewopt, whic:h it another innrumou of might co impose their will 00 rt'YOIUDJ 01 
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tuistiftl demcntt. To cany out thit policy ol ~tim.idatioa, the Ctrma.n. bl't'c an 
dficiec>< ...chine<y: 6n<, the Anoy, plos the Gestapo, plw the ceotnlil.ed powu ol 
do< Sao«; xa>Od, the IDOOOpoly ol inllamcin& pahtic opinloo throaJb tbdr coouol 
('/press. radio. moc-ioo piauru. ec:c. 

What ddm.aa bave the tubjugated peoples agaia.sr tbae cact:ics? Fint ol all, 
they may cateJorie&lly reCuse co ac.knowledgt: National Socialism u a political and 
economic syattm of power, Unquenionably s.uch an arcicude of reiecc:ioo i.t wide­
spread throughout subjugated Europe. But this n~gacive auirude alone accompJiahes 
litcle. Even within Germany a majority nill ujtcu N:uiooal Socia.li.a.m; ycc Ctn'Of' 

and the Gestapo have proved sufficient to force even tbis majority co co-opcruc. Of 
course rejection of Nuitm lJ tharper And more vigorous io the subjugated councriet. 
where it ia aggravattd by nar-ional .endmems. But io the face o( the immense 
cxc<utive power of the Nui1, chi• negadve anitude and pa$$lvt resistance by thcm­
sdvd will nev" serve tO retard the German war ecooomy. 

The people• of the conquered rerricories must be made conscious o( the (a~t chac 
Hider'• regime wilt not lan forever, that it will sooo be tliminatcd. T._, IIIMJI ~ 
,..._ flll.tb t1 ft~ulklll ft~ilil •• •lthluu BtttiJh rimtty. 

The IJ1cfC' f-ace chat Btitaia tuccetded in repelling all Nui atu(b, t.hat Hitler 
&ikd co ani« ita London byOc:cobe:r, lMl, bas had icsdfta.aocl huooattibuccd to 
t:be S«tUiy cht"fi,;bcd (aich 1ft a Briwh -.iccory. 'TU monlc of Gtrmanf• d•iliao 
..._ will C<CUinly be inftU<OC<d by the faa W< BriWb bombin1 ni<h api ... 
Gaman military OhJec:t:iYa remain a pc1'11U-otnt 6:nutt o( thit JeC:OOd Wor&d War. 

But the mere fut chat Britain is still holding out, due it concio~X~ co be •blc 
tO repel Gt-nn&n air attacks. i1 by no means &CCt'pttd at .a Bncisb vkuxy. Aside 
from continued air raidt, from ctttain o!Tensi,·e f0t2ys o( the British MeditCfftQeao 
Attc, and operadoot in AJrica, the bond reds of millions o( peoples in cowuriet COO· 

croll~ by Germany Jtill find the Nujs maintaining the iojtiacivc, now II btfore. 
As things Jtaod today, they are convinced chat Bri[ain alone c:~-nnoc win. It may 
win with che heJp of the Unitt<~ Sttte$. These self-same millions o( ~ub)ugac·~d 
peoples doubt, however, thtu America's aid to Brirsin is fut :tnd ~xu:ns~ve enouJh 
gradu.aUy to tip cbe tcale in Brirain's favor and to prevtnc a Hitler VICtory over 
Britain. 

War potencial• art concrete raeton. They arc made. up o( 6f*res te~tc~tina 
pbncs, canlc1, mathine guns. artillery, warships. submanoes. tnloed .old.l('f'J, aroo, 
steel, iron ore, and chousancb o( ochu icem.s. 

Buc war poceociab con cain (:a.c:con btyond these cooett:cc h~ • 
Especially io the cue o( subjupc.ed peoples in cooqllCRCi cuntor.es. they abo 

<mbnce pouti<al and poycholoaical &cton. 
In thia mp«< th< mm<odouslycomplcxc!u=«oldo< wuoocc-.­

«ident. 
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J( ch~ 1uppon o( tbe United Sat~ iJ to be increated bcx:h in C:I UOC aocl KOfc: 
if anc! whtn .-upphtt ruch Bncatn in the: amounu sripulat.ed in chis chapter. da; 
immtnW: dynamiC (orcc o( Amcri~n Democracy will be convincinJiy lhlntfotcd to 
the whole: world, and aulhons o( tUbJugattd people will gain new hopt chat cht 
Nlanc:eof che war 11 curniQJ. chis time in bvoro£ Gruc Britain 

Only 1n such an evcttc wiU the contribution or the conqutn:d countries 10 
Gcrmlny's war poccnual fa1 l co .mtcriaJju. Only in such an cvtnt Will chc German 

pion be foi ltd. 
Then American help m.Jy ll$$Umc the cha~ccer o( an avalanche. 
f1 w 1JI, or cour.c, directly stre-ngrhen the hand of Drlt:tin; on chc ocher tid~:, h 

will weaken l~ itlcr 's Germany, since rhe CXJX'CH·d CO·Opt·ration o( the conqul'fcd 
CO\uHric.•f will dirniniah, or slow down in scale and scope. It mlly be an aval:mchc, 

since ic w1ll undoubc~-dly inRuencc: the atcirude or cho5e countries which arc nill 

OC'Utr:tJ, 

AMIUliCAH AID An'llCn TH'B ATTlT UOB OP THIS lOVIn \JNION 

This is a dutil'l(t pouabilit}' in so fu as che Soviet Union it conce:rn.N. Thos.t 
who (i~urtd rhac, af only on idcologital grounds, the Soviec Unaon would fiJhc wu.b 
che Alltd, have all f"''''t'd co be wroog. Russia ne~ even concc:mplattd tueh .. 
conunsc:ncy, on che conrrary, u was rudy co lha~ the Pohth booty wuh Hnkt 

Due all thOle who now JO to the othtt exuc:me and brhevc chac che So.-wts, 

a&ain on •dcolosic.aJ p-ouod.t, as a ror.aliurian sr:are, wiU join che Aa1s, arc bound 
co be cq..ully wroag 1n their COI'lCJusioos. Obviously che Sovitc Union's p-innry nm 
is co stay out o( che W<tt, at Jeuc until such time as the German Army h.u bcc:a 
exhausctd by C:&mpaiJns on ocher buddields. 

Frederick the Great once said that God is always on the sides o( the scronpr 
Nualiont. Stalin tOO ~eems eager to base bis policy on chis pre« pt. One factor m:ay 
ha\·e a dt:<isi\·c influence on Russia's (ucure policy, and rhat is the ttrtnJth of 
Britain's dtfensivc ~and offensive power. Ever>' stt p designed co urcngchen Britain's 
miliruy might, m11kang it urong enough to aven defeat by P Germany chat now 
controls the greater pan of Continental Europe-every such nep will conrribute 10 

c.hanging Russla't aloo(nen into :t benevolttlt neutrality coward Great Bmain and, 
rhus indirectly, coward the United Stares as well. 

Her~ tOO practically evt'f}'t hing depmds on rhe volume and s:ptcd o( Ameriun 
aid 10 Brn.ain. An old Latin pto\·erb s.ays: liJ i!lt11 f*' m• Ut. So far IJ chn war u 
concnned. chn may be tDrulactd a.s; He who ghu qukkly-giVd tenfold. 

We have Brauan on the ooe side, Gumany on che or her. . 
We now have Btu;un wtth Amerian aid, whtle ~ che CKhtr side Gd'm.~or as 

cwpnitan~ che fttc'n'O and resources of millions o( subJU8J ted peopkt an eM (00"' 

q-aercd trrnconn Runaa :aod Turkey. "'"'0 impon:anr !acton., are .still ncucnJ. A 

BRITAI N'S M ONT H LY NEEDS FROM US 6} 

6\'t'fold increase in Amt-rtcan aid, if giYCD quic:k.ly, may hne 1 ttnfoiJ cf'ta a(" 
F"\'erut Hitler from «3antting the rescn~ ol conqoetN counrnes whOk ropul..a· 
rions, encoun~ by America's ~ncerac in ~raia's war eKon. n:fUJc" 10 c~~ce 
",cb ham: and af, COOJcqueotly, II JetYa to suffeo the Russaaa and TurkiJh au nudes 
roward Genn;any. 

Thre'f"o co fivefold help to Brit.ain within cbe monrhs jwt ahe.W-chi.s it chc 
command of the hour, thil m:.ay save Britain from dtfcat and ccllapsct Fiv~ co ren· 
(old deliveries would practically guaranttt an ultim2ce Bricish victory 1 

The United St-.ces ia forcun.ace in not being hamp::rcd in such an :accdcratioo 
by one of the barriers to :&n :acceleracion of Brirish production : n:&mdy. G~:rman 
bombing r.aida. American faccories may be considered to be that ~>t.'(cion of Oriuain's 
arm.Pmenc industry w hich is not exposed to such raids. 

Jc is well known chat OriuLin is fa r mo-re exposed co air r.&ids chan Germany, 
for four reuons. Fine, it hu fewer planes than Germany; Jeeond, the Drili1h r l.ant·s 
must fly 0\'tr longtr dittii'I«'S to reach their targets, carry more fuel and a ~m.aller 
bomb load: third, England's indunrl~ are coocmcraccd while Gtrm.Jn mdu\Crlcs 

an: ancred; founh, even if the Roy&! Air Foru desuoys ~n 1nJu•cry co the 
u..me e.-cc:nc IS che d1m.a3e done 1·0 British industry by rhe l..Mjt~t.<~§,, the nuo wall 
sb<m• a diiWUOUJ de<erion.tion to Britain's disa.ch•.ana&e· Hukr now hu control 
ol twice a.s 8tnl 1n indus.uia.l oetwcx-k as Great Britain; ch~~ che 8nt1!h tnait 

cksuoy cwiu IJ much in GertDany as thecla.Jm.~wrooghr by the Uftw<~J,, co 1mpau 
Gmrtan producti~ co che Utc:nt Brirish prodoccioo is oow being wc;ak~ by the 
Nui r.aids. 

The l.at~t ph.ue of Gtrmanfs aerial Blia.krieg ag;tinu Britain's industrial 
«tners reveals che e.normous imporc.ana of Ame:rican aid co Britain. From Bma1n's 
point o( view, America is a produccion umer ~yond rhe range o( Ct'rman bombers. 
II we said before chat Drit.tin needs American aid 10 equal iu own producuon, w~ 
should now add chat our yardstick is British produccion ac it1 (uliC1t capacity, un• 
disturbed and undamaged by Nui raid5. 

Is il possible co organ itt such intmense aid within so shore a rime, evc:n i( we all 
agr~ to do it i 1l principle? 

Is it pos.sible co thift Americ11's peacetime production co war rroduccion in so 
shon a spa« o( time~ It it poss1ble tO get, praccically overnighc, abouc 12 ptr Cent 
of the coca. I American producrion, at fuJI urillution of potencial productive CaJ».city, 
to the Bruiah Empiref 

Jam ture many an obit-rver wall declare this impossibJc Look ens at America, 
Kill en,oyins; the blcs11nga of pace. they ";u u.y that chit 11 ,soans 100 far and 
askio& tOO moc.h l TheY walt refer tO other democ:racies which fa1l.,d tO ClfTY OUt 
soch a ''gancic cracufonaauon of their ptoduct.ion while tht-y "'~ ac pt.acc. 

nus is quue Ct'UC" 
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No democndc onion hu hitbeno a~..........eded i.o a.nyial out a prop. 00 IIICb 
a ocale in ptac«i .......... ""'"""of cbe kind that we.,_ dcmaod. 

But _,. of th<m lud th• hope of rJnin& 10 moth io r<tUI'Il, 

I( .Ainftica at pracc JUC:C«ds in thiltioa: its prodactioo Uuta.ady to C'IUU OU.t aU 
the tbinp we have ahowa Britain ~. it ~iU ooc 0C11y hn-c a.chlned a Jipo:tic 
fnt ; it will hue woo a prictlas uea.su.re lot iudl. 

It will have a.aved. peace for Amuical 

v 
Only FivejQ/d Aid to Britain Can Ketp Anurica at Ptact 

THE overwbe.lmJng majority o{ the Ameria.n people have ckc4rtd themselvn 
in favor of giving all aid to Britain sboct of war. But it is impe.racive tO rta.lbc 

that only very grut incrcue and acule.ruioo in American aid co Briuin wHI enable 
the United Sraces tO nay out o£ war. 

When America exchanged fifty overage desuoyen lor Brichh naval aod air 
hues in t he Wenem Hcmisphue, ctt't.ain observers expreJsed apprehention that thb 
ntp had puJhed the Unit·td States a loog way forward on the road leadins co uh.im.ate 
involvement in war, 

Wb.u a misreading of the true &.cur 
la. recftlt yun., c.he cotaliuri&o J-tatcs have frtqueody demoostrattd with 

charactuinic: ru.liun dut the d.Utioction betv.·ttn war and pea.c:e:. u ic ained io 
former )'UN, DO loopr boJd.t &COd· Dt jllt't, J.apao is still DOC ac war with Chi.aa. 
I>-J«t•, cheir war iJ ia iCJ fourth ya.c. 

Hider's deds:ioo co dc.'IC.la.rc wac oo cht Unitm Su:ta does ooc ckpe:od. oa the 
amown aod quality of war ma..n.Js supplird w Britain. It -.tr ckpeocls oo his 
owa juda;mecc •• co whether he auy improve Genzuay's political a.od m.iliwy 
posicioo with such a dedaradoo o( war. 

Un1es• ht hat something co p.io by goiog co wu agaUuc cbe Uohed Scatct, be 
will tt'rt:ainly rcfnin from doing .o. At the time the 6fry desc:roycn we«: b.a.ndcd 
over, be does noc teem co have pucc.ivcd any pouible pin in t declaration o( war. 
So the German pres• rc:ceivcd orders to minimiu tbe portent o( c.hb barter. Gc:rman 
DeW$paptrs, echoed by the Jc.aliao pra.s, were loud in their predic:lion th•c the 
American deuroyen wouJd arrive too lace co io.Bueoce the outCOme o( the war. 

Tbq did not arTi•e coo J•ce; today, they repr-esent an imporr.anc faccor in tbc 
poccccjon of British convoy• ag:ai.cut coonut raids by Nni U-bo.an. Yet detpitc 

this deal, the United Statn remained at peace. Thus it may be said c.hat chis country's 
pes.ce will be puerved eveo though its aid co Britain may intte~-sc 6vt>- or unfold, 
liaot Hitler can a:•ln 'ootbios by pins to ws.r against the U~:~iced Satn. Oo tbc coo· 
truy, he mun expect that a decbratioo ol wa.r would inc:reaiC both volume and 
~peed of American ckli~ t:O Brirain? siooe the Unictd Sc-au:s, 000t acru.allr 
inYOI'f'cd in the war, wou.Jd CctUiDJy h.arna.s its auirr ccooom.K $)"JCC:ID as well u 
iu immense raowcu to the productioo of wa.r msuria.b. lo Yiew ol tk !act that 
the Uoiccd Scaca U noc dinctly mcoaa:d '9 Joog a.s Bria..U:t ls boldinJ cbc 6n.t 1ioc ., 
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ol ddcox, - • - -w b.udly dw>ge_ tbe ..... .,......., EunJ..r aJd "'llrio:aio 
....! tbe ""'ulrcmaus ol "-ica'• OW1I ""~ ~· ~ ,.._.,. ;. ...... 

A b~ « ...,{ok\ ;- ol all supplies pas to Britaln, "''«h<t with a 
opud·ap of ckli..,;.., is tbe safat ,.....,.,. tlut the Uoitcd Sara will - be 
ells""' into th< war. Tho implic1tioos src rcsdily arooped. Let as a ...... r.b.t 
dell mitt will coadnur to rite at bur a dow n.te. The q\L&Otitiesenoned by Hitler 
both from Germany and iu woquered territories will continue co exceed Ameriea.o 

supplies ,oina to Britain. We bow ~t Hitler.~·~ and. traloed hiJ Army for 
this war many yun in a.dva.nce. U a1d co Bncatn u tnsulfkltnt, thls Army may 
succeed in inva.dlng and defeating Britain. Ooce a.n invuion isaucce~tfully concluded, 
Hider will be the: m.a.ner, not ooJy of Europe, but abo o( Alrica and, in aUiance with 

Japan, o( Asia. 

WITH aUTADl OIU'BATBD, WU MSN'AC:a ANII.I.tCA 

The Unittd St.a«a wiU tbeo bt: ldt without Jl.Hes, alone in the world. 
Ena4nd will lt.ek che sttea&tb tO continue the war from Canada a.od lbe other 

Dominioot. The Royal Nuy will batdly be able to ma.i.otaio a biOGbde ol the 
wholt o1 Ewop<, •iocc sod> a bloclcack woold phce iiiUD<Oa< bwdeo. oo it ...! 
aa.JC c:rcmc:odous suHcri.a& io the Brirish Wcs. It U wdJ to t'dDembcc that DOCOGD.ay 

in tbe world is-. ckpmckot oo food impons tbao the Uoitcd ICioadom. 
Great Briraio a~ impons matt pin tbao tbe rear of Europe talcm toaah<r. 
Aft« tbe collapo< ol FraJ>U the 10-Clll<d Vichr Co-t came into we. 

Cau.in ~ltmmu i.a ic an qWce willins co mro Francr · • bldJy dillocatcd ecooomic: 
fOttU into an armory t O sc:rw Germ..an needs. ADd. if this Vichy Govuuman Kill 
c:mbrsc.cs c:c:ruin eStmeou due make anempa at rainina Gerawa Pfti'UR• it is 
oolr bt<auae the atcat majority of the Freoch people c:ootinuc to _,., upoo a 
Bridsh victory. · 

With Hider Armly entrenched in Britain, a.U tbe rainaoce now dilpl.ayccl by 
some mcmben of tbe Vichy Government will promptly colla pte:. Thia would mean 
the virtual cod of all British hopes, sinoe it cannot· be erpeetecl that the Unit~ 
States wiU ever ~c:od an expcdic:ionuy force to Europe to aave Britain from Nui 

slavery. 
Thus Britaio it more thatJ. metdy America's lint line ol dJcotef Were ~c: ·~ 

ro remo•e the suW>Gb British obouck from hia path, !Utlts woald «pol"' hJS 
iiiiJD<Ooc &ropuo .....,..,..., iocludiDs th- oE the Uoitcd ICioadom. EO< a ,.... 

paip apia" the Uoitcd Sara. 
ThlJ wwld ..... tbe ckcioi,.. ''"I' rowanlwodd d-i•a. Tho wat apiDo<,.. 

Uoitcd Sara woold he tbe flm.l plw<. 
U Briwo Calla, it ;. boo.ad to (ollow. 
!Utlts'• mvuJt EO< Eutopeao hcgemoar haa altcodr showa tlur a .-li,..;.a 
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.,.,. o1 hit btfJid ...._ -m. with ckmocratic ....... TJW ;. eqoallr ...,. · 
-'<!-wick ......,, U tbe Uoitcd Sara tcmaioa a powatuJ free cktDOcncy • ~ 
toODCt or larer be clnwo i.oto a war apiosc: Hider't ~T c1o • .• u_ .. _ 

. -- Uoi·-' Sa . • ouoauaa ~ 
con~u. ··~ ~ ta will ha¥Ctoeaca- tbe wudoot, without aoadn.occcl 
6nr ~~of dcleoae, wtthout •huuppon o( the Royal Nary, without po...m.J aW., 
ac rbe umt whc:o tbc U. S. Fleet ilnill &r from adequate («the pocccdoa o1 two 
oceana. 

If Hitlcre;er tuce«ds in nnquUhiog Britain, the United Scattt: will bethrateoed 
by war: Amer1CIO pta" C&O be pretcn"ed only u Joog at Britain rem.aio1 a ffte 
country, undtfeattd. 

• ~ut what dOtJ the word "UDdcfcated" imply? lc is by no mean1 enouah (Ot 

BrttaiR 10 continue co repel German attacks. Britain jQd£ must a tuck and take the 
i.oitiadve. On NovemberS, 1~. Churchill told Commoos t.Mt Briuin must aradu .. 
aUy move co otf'tttJivc operation• to avoid a cfuasuouJ tt.a.kmare. 

. As~in ·~sues are busy, declatio& u,~, p<a<>e can hemtorod hy &i•i•aEuropeto 
Hit!«, uo who<h cue he would perom Briraio to k«p i" Empire. 

Such Wk 0017 •hows how abon hWIWI 111C010<f C1D he, how ~IT J<ll'llcd 
the lnaoos hiK«y tucba. 

The wry ni.nmcc ol Naticmal Snci.Jism is thtutc:aed if iris c:ompd.led. m k«p 
pea«....! «cks, « i( demo<raclcs ....,.io in <aitrcoa:. With Gamaoy uuic1t e.,. 
aad Britain rn».i4i.al iu. Empi~. H.itlct would simply coatinDe io "pea.enimc" 
whar he U roday doins in wanimt, wh.ilt hu:rily srucbd by Bridsh boa~bcn: be 
would arm ....! pt<pate tb~ wbok ol Contiomw e.,. fO< the 6nal showdowo 
apinsr the Bridth Empire. 

Is rhete r<allra.oybodr who, af«< aU rbe <Sp<rieoce with Hitler, still belirlot 
due he would dit.arm a.ododemobi.lizc if he ac.cepud sucb cerau in a peace uury with 
Ea&land! 

Who ia co auperviae diu.nnameor within the Third Rtieh? So Jon& •• Hider 
rc.maina undefeated, no power oo earch will have the power ro conr:rol whether dJ ... 
armament ia acru•Uy tarried ou~o And with no powerful control in 1i3.hc co check 
oo rhc fulfillmen• o( his pledgea, !Uucr will go oo hrcaking o .. p<Omhe aft« 
another. •bandonlng tbit " puce" ac the 6m oppottuniry 10 att:aGk Engb.od with 
lorcea, bt:n.er •tilled chan ewer. No. pea.ce with Hider is only poaaiblc on bia cerrD.J, 
with Nui dom.in..adoo ol chc world duly rccopi1ccl; et bia A/my muac be dd'caced 
bdarc a rcallr pcnoaoeor ~ cu he mack with Germaor. 

Socha •i<t«y o-!Utlts'a Gamaor will ooiy he c...iblt U....! wh<o llriuio 
uri'9ft at a podtioo when: ic can do lltiCft tbaa merely ftPCI Nui air acuch. h 
lltasC he lti'CIIGJ cooap co tcirc lhe i.citiaci,-c:. co .IDO'Ie co the ol'eoai.-c. 

To brina aho<u thla ckcioift iocmu< in British -arb. ~. aid -
"""""' & ..... ro reolold. n .. ;, ;. obrious tJur ao<h .. aid -.Jd he oo • ..., taltiot 
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tbe UDiud Sum Qt::l..ftt co war; oo the coaaaty, it it the Ollly aolu.doo co bep 
Amctic:a out oltbc wu. 

1c hu bcal ,.;d a th......,d W... that nlU&blc -.chui001 &boald bt c~n .... 
from the 1..-s oo f'orcJWlr u .P.• by the l!utope1o wu. Ooe oltbe fine ......, 
should bt cbe n:jccdoo ola aua<•ST hued"" par< clcf-m. ""'«87 oo &te!.Ur 
repr<a<a<cd br the MAsloot Line. 

The Jloya.l Air force has alrady gone ovc:r to oB'ensive &edoa.. Due howt1'tt 

eflicient c,he RAP mar be, it will never suffice for •ictory, jun •• tbe L.ft•wlt, 
urong and powt:rful thou&h it iJ, will never by itKif be able to defeat Britain. 
Britain needs a wcU-oraaniud, well-equipped, well~led Army (or the off~s.ive co 
come. Jnso(ar u the equipment ol this Army b con«rned, Britain depcnda oo 
American aid. A real offensive Jtrategy c:an be devtloped in &sland only when 
Amedca.n aid to Britain ioc:ruses cenfoJd. 

Q.VII'TIONI OP nNANCB A.U aClONl':U.t Y 

All contidenclons ol6na.occ a.n bound to fade away in •iew ol thit ooc suprt.mt 
wk. Stvml attempu hue beeo made to esablisb r.be actual txttnt of Britit.b a.um 
ia tbit COUDtry, aDd co 6od out how loag: Britain will be in a potitioo co pay c.at.b 

lot all he< wu maccrial pwtlwa ia the Uailed S..«a. 
01 counc, h iJ the ..,!.- ol pwcbuc thac will dct<tminc the leap ol tbia 

lim<. 
U, oo the bash of our stipo.lu ioos, supplies were r:o iac;raJe co a ra.tt of oac 

billioo dolbn ptr <DOOth. th• a...U.blc and quic!tly liqoidaled Briwb uacu ......Jd 
IOOQ become cxhawctd. The United Suus. however, would commie a (atal cmx 
if h were tO permit the uluunioo of British a.ueu here ro mta.n the 6.rW and irreY• 
ocabJc rcrminadon of American deliveries. 

It would be equally fatal ,if American aid tO Britaln were to be cunaiJed during 
the t:nrcmC"Iy dangc:rout a.od vital monch.s now jusc a.htad, in order co presenc 

British asseu and prev~r their npid exhaustion. 
Let us now face the fac.u: and their possible cOn~ue.ncct. England counu o~ and 

prepare• for a Ions war. In one of hi• speeches, Cburc.hiU bu drawn 1JP the paccure 
of a war that will drag on imo l~l and nm 19-«. • 

Now let us u1u.mc that America.n s.upplie. cooti.oue ac a level not uceedang ~ 
miJJioo dollara per month and, consequently. England is iondcd, Iince this su'? wdl 
by DO meant enable Brittin ro p.risfy all the requiremena of a dJc:ose IJI.iDIC • 

Gemwl miliwy m.acbinc (cd by the combiocd .....,.,..,.. ol CoodD<Otal Eotopo. 

l.o •och.., evan. tbr Amcriaa poop!• will find cbcmaol- compol~ IO ·~ 
6ft co ceo tima ~ oa their owa arms.meot tha.o chc baidou.s IWD. u.ved br 

i.asiste:DCt 00 caJh payllla1calor allsupplia soinJ tO Britain. 
Tbn1olpoo1 the ran Hiller baa ..._.,..led co the world wba< """"""' 
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pod~ .......,. ia •oclar·• iad .. ttUJ ........ Tbn1olpo., ..,_ the Gemw> 
pcopk, ~.U.a ;,. the tbadow ol the Gatapo tara<, dooaled 1uJf J::, '-and 
prodacuoo to araa.mmc. 

Uad« CbotdUII, and -ha• btl.todl7, Eagblld ;, doioa Ilk • ~-
w.thBri · · b~ .,..,. •-r· 

•. • u.aa nt>q<W -. theUoi«dS..,..WOtlld bt lclu-10&oa1bet.lll._ 
ol coulir.atta.n ataw, compel~ co speocl at tau u mach u Hitler ha.d torc:cd 
his own people, liD(C ic would ol occcessitys:triTC co ovaulc:e the Gtrmaa adnnta 

00 

This, howe-ver, wouJd ma.n du.c half o£ the American national ioc:omc and hall';j 
the ~erican. prod~tlo.n mutt 10 coward armament. At fuiJ empl~ymeac, the 
Amc-nan nauon.al lncome amounu to about 100 billion dollan. On the Gcmu.o 
scale, the UnJted Statet wou.Jd then tpe:od an annual 50 billion doU&l'l on armament. 
l1 wMIJ "'"• II Jfm#l tiN 111m wi1hw1 A.Uilf#fft4 1j 111J7 Jcitfii,Jor rbn, JMJJ M,. BNtill,. 
Uft 11 njfllmi 111/ w p11rt •fit ;, UJIJ. 

By withhoJdins crediu lrom Britain and insistiog on the(.;Uh clauae, the United 
Statts would fatally weakt"n itt own 6nt line of defense. Suc.b thon ... iahtocl accioa 
would eoormoudy incrcatt America·, own risk of becoming involved ja a war that 
would cena.ialy twaUow up SO billion dollus per year, ;,, ., ua tima the tum 
Bri rsi.a • 1 tupport now woWd c::ott, even wene the c:ub clause di.miftatcd., 

Prod..,, pooplc ;.,.~their boo... apron the lwanb ollir<. Tbcy P"T a ru.. 
uvdr amau pmniom. liacc .. ..u1 oaJ7 1 .... o1 the ituw-cd boo... bon clown 
tbrouJbout the yun. U a .au.a rJu.xs to insure his house. k cuy aay that the 
c1w>ca of bu houac buralaa down ;, hu lif.a-an: alisb•· 

A 6vc- to tmfold i.acrux in the tupplies goiog from here co Britaia urooaJy 
raemblrs a 6.re insu.raocc premium. Support to Britaia in cbe /on:a of war aod other 
material is t O btp the United States ft'Om being caught i1'l the 6.ttt o( war. But io 
coouut co the rut tire iotura.nce, tb.it fire it s~m to eovelop America i/thcte aupplia., 
thls premium, h not quickJy and fu.IJy paid to Britain. Thus America here payt i. 
premiu.m in t he convicdon that otherwise it would Juve to spcod twenty timn Oa 
~pairing the damage. 

lncrtued aid ro Britain a.nd c.limination of the caJb clauac for chit vc.ry purpose 
•~ often argued pro a.nd con, on the s:round that they conninace a demonnracion of 
sympathy for Britain, aod that cbeir scope and ''olwne will depend on the fervor of 

the exisclna undertWTUt oftym.pu.hy, on how far the cou.ntry is willioa co 10· lo. 
this c:oanection it mun be tmpbarica.Uy n aud that an acceleration aod a fi\'e- to 
utllold iDCrH.Jc in tupplkt to Briu.i.a are mau.en that should be entirely inckpt.odt.at 
ol.,......,.I •rmpothi<t or at~tlpothi<t;, Aa&lo-Amcri<all n:lalioou. h io ~·. 
OWn ictuesn chat oow dictate tht ~ of incttascd Rpplies at ao aa:elcraud 
pact, tO apa.te America the ucri6c:e in Wood, tO satt it tftl times the fWD speat oo 
sopplia, tO Bricaja aocl to prt:'fUlt America ·a OWD naciom.l cle:fe:aM c:xpeodJtu.ra ft"OCD 
boiaa ...,led oa fucilc, aoprocl.ro .. .......-... 
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w•a ,aOO~OW NUff a• NULTI.PLQD lN l'll..t.CriDCa 

Tbe prese-nt war, u bas often been u.id, is a war o( factoriet-an indunrial wu, 

1r is oow up co the American people tO draw the logical conclusions from tbit \mde. 

a.iablc &.cc. Ma-e.Jy co u.r that t.hiJ it a war ol laGtories i• br no meant caoap. 11 

tMU N .1MJ tNt ltlt # "'" •/f«toriutlw "-• .... u-J"-,...__,, 
Hitler so gea~ hi• bcc:ories yean in ad•a,oce, in timrs of peace, long befon: 

Fra.oc:e J.Od Briain ru.lir.ed the importaooe of this Jb.i!c. It Js chis that hs given him 

his sopuiority durin& the 6rn yur of tho war, luding tO tho deleat o( F .. ..,. &ad 

ma.ld.aa him mssttr ol Eutopt:. The old ttnttJ,7, now Jl'loOdcraiud to fit the ftq_uire­

menu o( iodunriaJ war, is tO &aJn the IUperiority in batdc at thr riJht momtaC, 

The Germans possested this superiority in c.be Oatdeo(France, a deaK"ut tupttiorlty 

io aU tbe weapont of modem iodustrial wa........at ta.r1b, airplanes, and all the rest. 

They posxssod it, W.O. aoitho< Fru>a nor Bricaln aonsferred their produaioo 

(wbjcb togetho< exceeded tltst ol Genlw>y), hf ,;.. and tO a t•ffi<l- OIUQt to tho 

producdon of armamenu a.nd ot.hcr wa.r maceri.tls. 

Now Hitler it at war with Great Britain. Germany by iudf is far auperior co 

Britain. Combi.DM Anal,o..Americ:ao prodoaioo, howe-ver, iJ far gtUtct than dut 

ol Germaoy ...., if it comm•odt the wbole of Coorioeoml llwope. The quarioo ia 

this ph.ue o£ the war is similar to that posed by the Battle o( Fnt..OCe, juu., it was 

the main strategic quettioo in the wan of pan centuries: Will Hitltt be able to con~ 

ccntrate all hit tuptrior military lOla$ lor h.it wa.r a&airuc Britaln1 Will he ~ 

min nptriority in wu---mattriaJ poductioo thtou&hout the wad 

The (li)OC)usive aoswu to a.U these q~J~tStioru aow rau with the Uorted Suus. 

Britith war-materia_l producdon has almon reached itt peale. Bvtn if we add 

the tlowly growing American 1upply, it is niU far inferior co cbe productive capacity 

at Hitkt'sd__l_seouJ. Thus Hider'• a-tntcgica-uperiority a&aio threatenS in che: d.ccisiYC 

Bank ol Bri'-in; and oow it is the United Su.ca that fa.ib tO reaJUe tbt Yical imp«" 

tance ol tbe time element, sitKC" it has but inackquately geared its iodUJtri.tl systdD 

to the production of war materials. 
II the United Statn is anxloua to •pan- itt own people the terrOR of war, ir bu 

bot oor mea.ns; to develop the JICilCS.C pol'ible- wu•material producdoa at the 

quidc.tst pouible pace while the cou.nay is atiU at pea«. h is csseoc.-UI that today. 

in timet of pe2ce, eve:rything must be subordinated to this ooe supreme aim. Here is 

the rest of A.rnt'Tican democracy. The .European democrac:iet have Runked this test. 

ftJ.«C had to pay foe irs io.tdequatt preparatioos with lbe los:s ol itt (reedom. 

&&4od is oo,. I"' Yin& off by hoi•& in"'Oored io a scraule foe likoeduth. . 

History pluu che United Scatn in a more {.a .. orable potitioa. Tbe AJDeri(:a.O 

people have foUowcd a_nd -.re ulll following cvenrs in Europe. Thus, in thi• hour o( 

gat H:~Crgeocy. they have a areater uperienc:e aod still h.ave time to organil.e the 

....W.. ol their producrioo while AlDcrica it at pouc. A.toorica, .......,...,, las the 
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added xd~uge of _..ing the world·, foromosc iod.,<rial SJ1toltl. The Uoitod 

State• bas JUit at&ned to draw the conchuions from tbe JaP-t ••<oil Tb , 

h b d 
• { ..... • us r.ar, 

owe~, t e eoormo~ ynanuc:s o the war abroad, in whkb the Gtra:u.n A.rm 

•""Jwsbod Oecmatk m-day, tho Notborl&ods ia h<, Polaod in elgb.-, F~ 
in f<>ny-tltroe day•, hn• ooc beeo aucdtod byoqoal d1UQ>ia ia the Uoitod S.. 

~caotacill beiJe~. •• did .the Britiah too looa. that material production';;; 

a war agatnlt Hider can be orprutcd while bo.Jineu it going on at usual 

Bri~io hu outgrown t~J belief aod by now Jmowa that thi• ;, impotSible. 

Qwcbill wn wdJ •~ ol•t laoa a .so. Brita.ia it cod.ay lulJr coo•ioced of r.bisfaa 

to much so chat the totalitari.an pRSS now atb with apprthauioo wbct.bcr there._,; 
~7 millioo Church ills in EnglaD<l. 

In the United Sestet, howevet', the u.mc 6rm conviction Ia: by no mca.nt wide-­

aprad. Of coune Juppliet are JC:Ot to Britaia, dellftfies ~ riaiaJ from mootb to 

....,th, c:u.U.g an optimittic: mood • ....,, the people ol the Uoitod S..ca -

the: cune is Oft the upgrade. 
But thlJ occasional opc:imism m.t1'e:Jy terves ro obtcurc the far more gigancic task. 

ol grim reality,IA., the w:k of making Ea_Jland. with Amerian aid.. so str003 that 

iu war pou-otial will o~b tha.t of Getmuay. 

Americans art' clot:iaa their eyes, hid.i.aa tbcit beada tn tht sand. EYCO t.bou&h it 

hat been IC(Ognlud that we are in the midst of a world rrvoJudon, due not only 

Europe but the whole world, including America, it n a cwniog polot in hltcory, 

they uy co cootinuc- busineu as usual. 

The poliey ol ··,oo linle aod tOO bt<'' oawod FIOOClo's dowcfdl &ad dro,. 

EnaJand to the edp.of the abyn ... Too little aod too lace·· wu theC~AterolCba.m· 

berl.aio's whole policy in which everything was ''so little aod so late" that coday 

Britain ~s. not ooe. buc .f1 millioo Churcbills to make up for patt U.Uwu. Why 

lhotUd America take 00 iuell tho oow o( bi .. Oty which ... 1 ....... cbst wscacioo, 

U'l ics own hOUt of aueme emcrgeoq. c:oosUted oll)O million CJ:wabetlaia:s? 

Ameria must provide Engla.nd with •ufacient wu materials to make it superior 

to Gttouny. lc muse do 10, not to..Dorrow or c.he d.y a.fter tomorrow, but t.U~! 

TJlll ......a.& Jolttn' OVUICOd ALL OIITAQ.D 

Sac.h • cout~e i~: now c:ncounttritla C:QOnDOUs reailtMC:c. 'I'hat resUwxe U pi,. 

marily based on the fact that che people of a democracy caa. in pea-cecime, be mo•ecl 

ooJy with immeote difficuhiet to ioereate t.hdr wa~·muerU.l produccioo at the 

opauo ol tkpri•i.og themsd,.. of DW>y commodities for their own pmooallife. 

Hitltt, with his au.c:hinety o( .....,.., _,uatioo c:atDpo, aod ..em police, could 

lmpose JUGh a .. cri6c:e oo bit own subjtcfl. 
Bopod waa compe.lJed to do it under duress when the danger became vi.rible tO 

••ay- io ILII ia iolmet>se implications. Wbeo tho o_,.bdmio& m.tloritr ol the 

Regraded Unclassified



7l 
FIVBFOLD A ID TO BI.ITA IN 

Britbb &poclitioowl' ~ .... .--1 &o= o..nltltk, ..... ~ah pnaiaU7 aU 
ia «jolpmcat wu lc{t bdliDd, wbco Eoab.od wu kft tO JWJd Ita poG<Id pb<tialJ 

~ aod withoot allies, it wu thea that hii<O<)' h•= cd intO nuy l!A~ 
....,., aod Eoalioh familr'~ lDind the oeca:"<r f« ohil<ina c-rchioa. but ...u7 
nuythina. <o the poclucuoo ol war .,.wials. 

The t .. JI< cataclt.., ol Dualcitk =de the full danaer ac:<Uall7 •ioible to....,. 
E.aalithmaa. This graphic Yitibility does noc Yet exist here in the Un.hed Suca. 

A.mul~;a it ac peace. The twO oce..os ptevctlt the American. people (rom "~eciag" 
chc wa.r ln chc HtcraJ tense of the word. They only hear and rtad about it. This 
however, h by no mH-DJ sufficient co coovino: the America.n people o( the abtolut; 
and imperative ntct:Uity of a tenfold increase: in aid co Britain, co make sw:.h aid 
appear u the m<l't urgeot, vital necessity !or America's own aurvival. 

In chit rtsptct, furtht't help is requirt!d: 
The Am<ricao people obould be gnphically obown the real otake ill Mnory. 

There abould be a motioo picture tO show AmuicatlJ how Hitler gett hia iron ore 
&om Swed~. hit oil !rom Jtun:wlia, his a.lwnioum from Hunaary aod Yugoslnis, 
lim<Ocl< Croat Dca=lk aod the Nethetb.oda, iroa aod ned from F..-, Lwtem­
hoora. aod BeiJiom, put of hi• arms &om Cuchooto .. ltla. 

Tbu ohould be the- side ol <he picture. Tbe o<htt abould obow bow"""' and 
wu m.atcriab, raw IU-miab a.od foodst.uffJ Sow hom Amcric:a to Brita.ia. Tbt 
modoc pktUft should funhu show bow much Briu.ia rcceiw:d at the ouua ol the 

war, what it it ~i'f'ioJ today and bow m-.xb more it muse rcctiYC to equalize aU 
that Hider io utonioa fro= <he conquered countries aod <hdt aubjop<ed poopl<s. 
Aaai.n a.nd •a•in such 6.lms and, in addition, the press should 1u.m.mc:t i.ato American 
minds that Britain oetds at oocc: 1,500 planes, l .S million tOOl o( st«l in iu n.w 

fonD or manufuturcd i.ato anns, a total export volume o( ooc bUUoo dol!J.ra per 
month. Such is the rampart we mwr build apion Hitler. (Sec pase 73.) 

l( car so boau·pJying btotwceo Atlantic pons will carry thtte quam ides to Ena~ 
land for one fu1J ye:Ar, tbe danger to America wilJ dlm.inith. if not va.nhh . America 
will be apartd the neceuity or sending its toos to war. Every week, and frorn wet-k 
to wt:"tk, the AJneritao people abould be shown bow much it actually delivered aod 
bow far we still are from the goal. This should crute a movement o( the people to 
become the motive power, Witting oo moviog toward the aoaJ, overcomiaJ all 

resisunot. 
Ol c:oune. there •~ ma.oy real diftic:olties. 
It io by oo _... an euy ,..k tO abif< a podu<tiYe •PI'""'"" •nabliohed lor 

peacc(ol ~ oo qoidtly aod c:omprehcosi.cl7• -· the A~ pcopk 
<hould koow that the ....UWtCe can be o...-. An,-apealtioa ol thU misuo<" 
ohould be uked: U the N.W ...,. at the Panama Canal, O<paWol ale ...I "'~ 
bua &om whlch <o ~- raida apios< <he Uoi<cd Suus, would the -

10 

THii RAMPARTS WE BUILD 
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..., prodoetioa to 1,~ to 2.000 planes_ ~ month, <M inc:mue ia <M prodoctlo,..f 
a.a.k:&, JUGS• madlior pm. rides, maruuom, take u loaa u we are oow cold ht 
ouru~ 

E'IU"ffO't bow• that it would oor! . . . • • 
What i.mmcd&atc cl.tnJCf is oow accompfuhia& Ul Gmt Brin.aa, wbat H.itlet W1l 

abk co accomplJJh by cctf'OI', cooc:eoustion campt, aod the Gestapo, tk people ol 
ch~ Amcrian ddDOCf'l.cy must accomplish oo a voluntary batit., o( their own 11ft 

will. 
The American ~ple should giv~ no credcooe to thOle expc:ru who auurt them 

chat an inertuo of war-maceriaJ production mutt rtlce 10 much lime. tr America is 

10 be uved (rom war, the time required co rea.c-h peak produc:don mutt be coruidcr:­

ably cut. 
Even under ChUfC;bill, certain circlet in Britain maint-ained thac a £unher a«el· 

eration of production waa no looge:r pos:sible. To this. t he London &,.,;,n 
answered on June 29, 1940, lour days after France had condudtd the a.rminicc: 
"ln every vital m.atttr of wu orga.niz.atioo, ia home dd'cmel p-oduccioa., labor, 
and 6na.nce alike, Ministcn should ask tbenuelves ooe qut~tion, and ooc ooJy. 
Could Hide< do it! If Hide< could, then they coo. The mood ol tM poop1c DOW 

is tuc.h, that they, unlike- KitJcr, can do it without the aid o( a.oy Gestapo or COQOI:Do 

uatioo CIJIP Go to it, t..ts- M.orri.soo b.u w~ tbe natioa. 'The a.at.ioa is aow 
«.hoin& bacJc to the Govaumcac iudf tM GoVU'DJ'1:1a11's own appeal. Go to it-aod. 
... oobodytuod in the ... , ... 

This has been doac: in Bri c:aia; bert it b.u noc yec b«'' docw. lo Scpc:cmbct aod 
Oaobn',19«), oaly about 1SO pWM:s 'WC!ft: sene to Brita.i.a per ~th. The Americ:aa 
people mw:c u Jc thunxiTCs: b this oeces.sary? Would Hic:kr tc:acl an ally no moR 

than 13() planes ptr mooc.hl Hitler would certainly send more. Whac Hjclu a.a do 
with ce:rror and.concanration camps) the Ameriun peopJe must do o( cbeir OwD Cttt 
will: they mutt accomplish cvtn more. The COWl try muse stay ouc o( war; peace an 

be uved (or this counuy and its sons. But more r.han ~:ver be(ore in binory, pta« 

can be uwd only if we work for iC, if aU energies are bent to thit ooe aim. 

I'I.ACI PO& T l't l UNITim STATU WUii'T 11• OllOAHIU:O 

Amc:ric:a's womanhood is (or peace. They dread co 10e their hatbands, JODl, 

brothers, and fathtn going tO war. Thousancb olaodwu raoludons are.pa•~ by 
thc:ml Yc:c t.hc:y miUt bt told, jun u paci6su m\31: be tOld : we are all \t.O.ttcd 100111 

deti~IO<pw>t. 

But In ut - lo<4<t that <M pr-esen1tioo of peo<:e doet - clepea4 oo "'~ 
,.. claire itO<-......, thouJh <M o,.....belmin& m>joriry of <M "-""" .......-

msy~ic. . . • .,nu 
Wtdoooc waA'C aa ofrmsift wac, aod it mAY beaatd w1th cetta.lDty that wt 
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DO' coodua ooc. But kc .., auumc thac we wiU haw: co dd'ead oand il Hidc:t 
"'"''-' EoJiaad. It u <be N..U aad oot .,.. wbo b .. lwoaJht dowtt ':u ......r 
World War upon cut 

If we: an- (Of peace-•• our ~· raoJ:uciC)QS ac mus ~~~«tiap, our kncn to 
Seasron aod R.cptftotntacn•a wdl DOt help us co pract"ft h . Words woo'c do-but 

~u. m.ayl We mutt "'~. t~ or~ IDOClth-buc thtOuJJhouc the di6cuh 
pmod ah~d. of us uata.l BrnaLO acb~ 'flCtOry and Hider is ckfaud.. 

Amenca • peace w1U not fall into our laps u a gifc from hc:ncn. 
It JI!IMJI H "fl'lti{p/ ;. tmJIII•t. hrrl, mJ.,.;,, ....... 
AJI women, pad(tJu, the mHiion.s elf young men who now enter chc new Amer· 

ican Anny should know that A.Jnc.rica's peace an be prc:st:rved only if Britain remalot 
a free land of frte men, undefeated, if Amc.rican help reaches &gland in tufficienc 
volume and fan COOUJh tO prevent a Hider viCtOry. An iocreue in deliveries denu..odt 
more th.an mere words, resolutions, .aod puhedc speec.bts io man meecinl'. It calla 
for a decisive cha.nJc: in the American life. This hu oot yec oorne co pau.. 

Is there any funhc:r proo( rcquirN for our usen.ioal 

Oo C>rtcober 16, the: Loodoo &..ist cootaioed this it:c:ea : 
"On October 19, the: Mia.inry ol Transport armowx.td We the m.aaufacr~ of 

an for cirili.an liltC" in tbit cownry has c:eucd." 

The: ra.som arc: qo.itc dear. Briu.in aoeds: cvuy ron ol ncc1 for l.f'liWDtDU, for 

lhc AnDy. h Df'ltds d~ lactoria wbic.h Juve berecofort' manu!-actuttd autoaaobila. 

it oeecb tbe raw matu1a.la wbkb wan into chrir aunu!accun, h Geedsthe worhn 
who hue buih them 

On the odw· tide- or the: picture, Amc:ria "poru thtt Wtlliam K.nud.k'ft ap­
p«>achtd lcsdia1 aucomobUc: manufu.turers with the a.uggncion noc to Min, our 
oew models in 1~1. A reduction in ch~ 1941 VQlu.mt or aucom.obilc: poduction has 
ooc even btto ditculled chua far. On cbe coouary, the newspapers P.Oint out chat, in 

October J.Dd November, 1940. American automobile: production ' has rac.hcd an 
aJmon u.nprecedtnu:d pc::~.k or ooe mHlion can. As In~&., 1/N u,;,NI St1111s Is ''"";"& 
lfil '"•'" t11rs ff NtMtb, l!.ttt.ltmJ, A.mnlt•'s j ut lim •f tllfm$1, 11 t/mJIIIMt/ wilb J#fuu. 

We have spok~ or the neca.1icy tO double, treble, and incrcue tenfold American 
aid to Bricain. We have 1polr:co of the necessicy that America muu work 1 full hour 
11. day (or Brh.tin inuad or fifteen mloutcs. Oce hour o( daHy work lor Britain'• 
armament n:tca.o.J chat tht c:pbc:mera.J ,Josan of Britaia bein& America's fint line ol 
dd'eose bat dfca.i•c.ly bcm traoalatcd into actioa; it meam a ruHudon ol the ,m. 
oumeu ol the hour, with the Ua..ited Statet, toguha- with tbe rest of the world, 
caa.abc ri&hc in the middle ol a world rc¥Olutioo; ir meatU lk- rullucioo ol tbe fact 
that ia thu f«<nd WO<Id wu history w pbc.ed <M deeitioa i•co tbe lu.od• of <M 
UoitetiSara. 

n.a. mw:c be h.am.mcrcd 1nco t.ht miods ol..U Amcrica.A womca a.od fld&tu: 
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U you ckt.in: pea«. t.ba.l ~that thftt, 6ft, ttft time:s IDOrc: war lbtc:rial thou.1d 
be xac co Bri"i.a. U you dcslte pes«, atatt a •weeping monmeac 10 nroa1 du.c 
nobody 1h.a.U be able co prc:vcnt ddivcries from bci..og ae:nt to Amerk.a 'a fillt line of 

defense immediately at three time-.s the prtkftt rate, a.nd ten times later. BuiJd 1 waiJ 
ofauch nrcnsch that Hider will be-unable to climb over it-Or even !ly over ic. 

l( America js to~ spattd the terTOn o£ war, .Britain muu win. l( .Brif.lin ia to 

win, lt mun obt:aitl aU decisive weapon• in cooaidertble quantities, not only Jn 1941 

but 11 toOn as pou.iblc. 
U cbe United Suces •ac::oecd• in thia &ipat.ic: wk which b&a boeo ruliled by 

Bciu.io ooly ia cbt midst ol its sU"Uulc lor sUNiva.l, if America t:ooc:ecds coclay, tbc:n 

aod ooly tbco wiU America muin 11 pace. 
!o..Ccn tbao tha-t: it will chm be: the dcciai.-e factOr amoo.s the (orc.es that wdJ 

create a acw onl~U in the world after the colla pte of the tOtSiitaria.n aucn. 
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by FRITZ STERNBERG 
Author of Gn•nyllfltlllb' Uthl,.i•g Wo~W, ett. 

f "'Tt STU."'IEAG aa«~ ~what • btliC"ft'd co bt thr \'CtJ 6nt ~ ma:k bt' aar­
- o/lht- olD! -...... ol...,- wt.ktl chr UtUo!d Saus"""' ...d oo £opod 

J £nalta:i iJ II) .Ciur\.'C" ~ apintt (;Hma,ny-ot, in CNth,. i( £a gland i:r; t0 a 'lOW defe-at_ 

foUowil'll .,~ M majot coodusicn: 

•. 

£Hgff1NJ tfttJS II VOfUIIII Oj mi/il4f1 a}J from lb. U,}JtJ 

States equal 10 the whole of EnglanJ/s own fw'l i1U 

military proJuctim1: 

She ,,, ,as from us • numthly voltmte of upo,.ts worlh 
S J.()(}(),(}()(),()(}Q, or /ifll t i 11111 uJbilt u·~ are HfJU! ship. 

JH•g 10 tiH ewlire British E111ptre: 
Sb. oms uoo .urp~ .... froM NS fO{Iotbly, ;.,,uJ of 

l w."O /0 tlwee bt~INirtJ: 

She •eNs stu/fro• UJ Ill lb. #1111111.l r4U of J().OOOJ)OO 

tOIIJ. ;,,sttMI o/tbt ,,.,,,,, r4le o/8.600,()()() lottU; 

Am.,.it.• ru must work /tw 8ril11iw o• •• ""er•g• oj o•• 
hour ptr J~~.y, inJte.J of th1 Jn'ISIHI fiftu• mi•ulls. 

A huSt majOfity of Americans now arc •sttt<l thllt Oriti~ vicroc:y in chc war wilh 
Gnmany ll ~U.I co the fu~rc "Ao-tll·bdng of the Un.ittd Sotc:s. Virtua.lt, n t:ry new., 
pipet. ~vt:ry map.z~M ol opinion. ewry newt commt'nr.tOt in the prnJ atld on 'ho air. 
it voiclnJ; t~ J:lml.. aM .maoy ol them in ~~ .. ub bav~: begun teticul)' tO tt.ilt 1hr 

$1.00 

THE JOHN DAY COMPANY • NEW YORK 
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lc-..J ,_ ..,. ,_, 

~ wbo<hot cho ..-.. ci bdp wbld> A...m has bcoa PfO"idl"' ., Bri""' ,.fat 
• au.6::icm. 

Bur wtw cu.be the meMureol ~1 The mn.~u~ wtlich Or. Sttmbns pt'eltf!CJ 

ht:R', wich conclut.lont dw are 10 sta.nJ.ifta as. pctbipl co ahodt many radm, U • slmplc 
one. The vohu:Dt ol mJUwy prod!Xtl •hich the United Stactt mUM tcDCI tO EQalaod a. co 
be demmined not by the volwnt 'Which t.ht Uoiwd Scutt H~1 u,, c. lf'M# ouc ol 
wbar cho luU..., ahe cao .......na.u. (611y I"'"""~ ., dot Pttsidtor's "NI< 
ci rbwol>"), bul br BriWo's ....S. AM Brirolo's ocod;, ............ br rbc dil""""' 
b<twua ........ ..u...,.-.. ...,.ary .,..,.._ ...t rbc ooiJlwy-ci Gcmwo,. 

This-"" ... """'- bot m.-- ................. - &oro ...... - · 
ftldy b«n NC~:~piud br ao oat" up ro aow. n. by tO ~a · · n.t=., of chaD it tht 

r=pirioo ol dw P"' ....... pla,ol .. Gcmwo(• .,_ ..,. the """"""' ........ 

cE Ewope. Tho p<odoct~oo t.cilmcs cE '"-'""''" Poi...S. ~ o.....d<. Nor> 
way, Holland, Be~ aM Pruatt,. ~ at Hd.ldt ~ His bqt: t.m~y, fu from 

briaa"idlc" """ m. lltttlc of p.._ _.uy lw bcoa •nraed in loodoadwlt p<odiOCtioo 
lac:Uitb to prodUCt. Far from havit~S gi\'M up the {n'fMion ol dsc &itish bits, Hitkt it 
tptndin, me wince' oll94o.4l ia lew:rish taivity tlmUtr co th•c of last wiottt, whta many 
A.mrdcan~ 'Ntft dchadf'd inco thitl.ki1t& cht wv wu "'pboof': be it pi1iag up icD.mmle 
mowcn lot chc new kind ol warfare tbt iavuioo will rtq\lirt. and by tprioa •1 be ft'lldy 

...t able ., ...... t..lm .... l...t aAiaa l!oa)lod in the .............. - the p<odualoo 

ciC.......G<r-r. 

l!oa)...t No - • ;, ~ dw - pcolr ci p<odloaioo ci-.... is '"!> 
able br b«<tU. AI du< ~ aheCIO prodooo ao ...... .........,. lcll, .....,.., b< p<odocod 
wdhlo tbt/"""" bouodariol ci Gam&oy. '!boo ....., 100 ci-'......, ,;,pta.. du< Hidn 
(l)!'nmt .dcua from cbr c:ooqumd. CXIIiUIIritt is lot bD • ma~p ol. "f'icDr oom f.a&baaL lt: 
follow> rha< if Amero dai.., Bririsb • ....,, America"'"" swrirkl!oallod wiob • -
ol matfftel JR'Utt than dw which Hiclu ls squ«dftJ I tom cooquc«d Europe. 

A' praeru the United Sw.e~ iJ expor:tiQJ co &la.Jaocl leu chaft Ge:nmtly II rcaiviQ& 
from F""'"' ,Jo,.,; co.al Amtrieao espora co &alaDCI uc 10 fu below Qd:maoy' t reuipu 
from aU chc conq~.ten:d cou.rurb mat: tbt talk ol tq!Widnj chtm oUJbt teem co macy vinu· 

ally lmpo•Jbloe. Bile cbc uutb it that at pmcnt cht Un.lctd Sc-.ca it batdy cappioa hn 
.... ,_..,.,.,old & 1w.i Sbe ... ,;w muct>. - ..... b<lp. &rx .. Dr. S<mobua 
.,., ic wall be tlt'ICirWI7 cou L pnd m. W'bac we ttc ~·loa co-' if DOC "all aid libon cl 

wu; bul "all old short ci......, ... -'< cE Ilk." nc ...........,.. c.. ~ 
-----b<~--oof~Y<Briuio•.......,-P­
rhe poorNcdoe ci ea-, p1uo _..,.! £atop<. To--...,.,...-*"' iD 
America- aod cbc:ft il ~ tD iDdirihW iD Amtnca wbo CM Mf chM: bt bat~­
...,..... ,.. lot Eqloor£ &ul ., ..... - • do dw ..., ~, ..... ~ '"!" 
Or. Setmbc:(a. aad ac cbc t~mt cia:lc ic il cbe "' 10 kftp ~ '* cl W'lt. for • d:• 
~b.,._ .... ci ..... ., Ea,Paod. ...t .-~, ~ ?"' .... ..,.. pcorluc· 

cioc> Olpod!)', ... sholl ... .U"'a • pr. - wbkh .. t.mp .... "" -
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