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IC1 dear Kr. Store~arvt 

u a roalll't of 41ecu .. lou which baft ...... bel4 'behe .. npreentaUfto 

of tblo GoYo"'"""' aa4 of tba heaoh GoftnMtlt, U tao 'beft 4eo1d.K to atfori 

t10IUUoo to tba .,.tboJ'lUoo of hetoclo lor'tlo Mrlca for tba pvabaM of 

cortala op.eltled oo-ocU.Uoa la \lw Vtll\ed Sta.tu. !Moe oa•aUUu, a. 4e­

Wlod Uot of which la - 11114or om.lMU• aa4 a OOP7 of which will 'be 

fo.....-414 to 7011 later, couUtato tbe .applloo V&ell~l7 tlll4t4 to preooree 

tbl ootablhbacl oc:o...,.lo qeha 1a l rotlah lloroooo, .U,.rla aa4 '-lola, !lw 

JrUbll. GoYen.oat tao oJIIroooed Uo OOtlov..- 1a tba 4eo1rolllll\7 of aal.,_ 

~·ace of npplloo 11114er oorhla aafocaaria aa4 .,.........,.. ao \o ......... ,.,.n. 
111 order to offoct tba 4ealro4 pvobaou 1D tba Vtll\04 Statu, U la pro­

pooo4 ~o oot up a opeolal ac~ 1a tloo lrozlc..,...rl...,. 'll.tplr1ac Corporatloll la 

lw tori< Cl\7, coulatlac of hiM\a \roDoforro4 tlooroto 1'roll uloUac 4ollar 

bal&acoo la tho UaUed St aha of ~ba lrotlah GoYo..-at aa4 tba lloroecu Pro­

tootorato. .A. 'brlof aoaoraad~a oa tll.la •Joo\ pnparo4 b)' tba lrollolo :la'baao7 

h traual\ted berowi\loo .&.ooor41ac to t lolo Dopan••''' 11114orotaa41ac, appros-

1rattl7 oona tlllllo 4ollaro will 'be required for ~ato olol~ah of 

.1Mr1.,... gooto to llortll. Mrloa. to 'be tollow4 b)' qv.artorl.T roqv.lroaatl 1a 

-to to 'be 4ohrtllaed :t.ator. 

1 ohoal4 cre&tl.T -roolato 7 (JIU cooporatloa 1a cirlac :p,._t otfoot to 

tblo poUq 'b7 &I'I1IOIClac for tba rol .... of tba -•o&J'7 lroach taola la tlolo 

COWltrT• lt 11 ncceoted tloat tba 4otalla of tloo tro~~M4t10aa 'be oarrled .,., 
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Ia ola" t .-11 wl~ , ... .,sml\1'1 ..a Oam nUl .u......_ fll tile ,._.. • • ._. 

Ia ~ liMe u ls '"u.& w ..,. .- nm eMs 1, -.&••llll ., 

JO'"U. ,......,., M tM rr-11 WZbr Q ' 55$ AM .lpl1 10, I ...,. UU 

"''P"Pn•'• "'"'-"'- _, 'M c&na wl~ .. u"~ .. lllr .. ..-&'"-• 

a. .... ......,. fll .... !I'IWid'Jt 
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1) .t. ... ot. 

opooo4 wUll \U JrtiiAIIl .-ncaa 'Bnlrlac OorporaUoa. 
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2) fllt .._, ,..,.eterre4 io Ull1 acooui, ae wll u \Ill -'" aoi 

••o4o4 at t ill tD4 ot tech qll&rler, llliF lit f1ottl7 ut4 1a papeai ot iM 

puc-• of lorn .t.trtoa (.t.lcerta. !aleta ..a llo-) 1a till 'llal\14 hate• 

ut ta _,1'1•• ot t111 .-n- ooaa.-. 
J) !llo •ea41ac it ....... Atrt• ., \Ill &al ... -UU7 it •Mala 

tllo ....... .&Mrt- ...-u .. wU1 UDodM lit _,Mrt ..... 
' l !llo ~·· _,..,la ...... llliF " ttfM\14 ~ &a\1\I.JIC \Ill 

1htDOII Oon-\ I.A.1 -·· tUber 411'M\l7 ..., _..... it e,..nen .... 

\lot FO.,...• an etteo\14 ..., \Ill -'I'Olal u4 tl-l.al Mnl- et \Ill 

bb&tql or ..., a 4ratt to \lie on41\ ot eoo-h ot \Ill leak ot AJctl'1a u4 

of tu hail leak et ~ oa \Ill :r-11 Mlrl- ., .... , o.poraU.oa, ..,_ 
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"m••a..-. 

PF.RSO!iAL AliD 
SECRET 

Dear Mr. Secretary, 

WM·I~cmHI , D.C. 

April 12th, 1941 

I e oclo se be rein for l'OUr 

peraooal and secret information a copy 

or the latest report received from London 

on the military situation. 

Believe me , 

Dear Llr. Secretary, 

The l!onourable, 

Renry Kor~ntheu, Jr., 

United States ~aaury, 

Waahinstoa, n.c • 

.. 

Very sincerely youra , 

Regraded Uclassified
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h ''rf I tepa: M ...... ettlll* - •w1·1 

..., ..a.tr ....,. _. .,., ,.... ._. .., • "' seth 
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RESTRICTf.D 

G-2/2657- 220 - llo. 364- li.I.D., I .. D., AprU 12, 194].- l2100 :t. 

SlTUA"l'ION REPCI\T 

I. Western Theater or Uar. 

Air 1 Qenlan, Last night hea..y attacks were ...Sa em 
England, ..m Bristol as the principal toc\UI. Port-.uth aod the 
l.fid.].an4a ware also raided. Succeeatul attackl on ahippine era 

cl.ailled· 

Br1Uab. llor8al attaclla on the llubr 8Dd !lh1neloncl, 

n. Bal.lum Tbo&ter or liar. 

Orouod 1 I11101laTia. The a.-> t.hrlaat Sol1~111ab 1a 
dat1nit.a]¥G!r.Ct.ed on BelFade aod hu raacW the IIOI1.IMr'D cdt.a 
troa the 80\lllt.ains. In the north the a.->s ban occupied Zqnb. 
TM drin Skoplje-!!onasUr-norina 1a d.,.alop111c power aod the 
Oenoano cl.&i.a to ban penetrated the Brit.iab line at 71Gr1na. 

Albania. ltl.nor activit;r on the Oraak- It.al1an traot. 
llorth or Lake Ochrid a juncUon baa bean artectad betnan 0...... aod 

Italian t.roopo. 

!!!;I ~· Close support ot tba ort.,ain cODUDuad· 

British. Peraiot.ant attack• on OerMD col- in 

southern Iucoslarl&. 

m. Jled1terranean and Atrlcan ,..tara ot war. 

Qrouod1 ~ !'be BriUab aituaUon eaet. of Tobnk 
continues iii'IP\ia. 

Air: Arlo. Tobnrk waa attacked. OerMD aYiatinD 1a 
aaaiaUna tlii suppli or the otr1kin8 torca in C)T.-ica. llalta aa 
bQolbad qain. 

RES'lRICTED 
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87 autborl\7 A. C. of S., 0 ·1 

o.uAPR H 1941 L .. k .) 
In ! tlalo 

............ ea , ..... ns _.1m ........ .._ .. . 
---IIIIo .. _..._._ ...... _.,_ ._ .. ,_. nr s 
'11' 5 I. 5¥ ........ 
.,= r .,. 2 

1 1 
• 
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a. PR?tft, JwU M. liAr,....,_,. .... _._ at_.. 
_u. ..... -w- .............. , ......... _~ 
£A' • tnm. _. cB'UI-UifSBIINE .tt tM ._.. _. Lw'lefu --. 

... •• ".a.q, »,11. ....... ...a-tUa - ..... _.. 

.. lrit.la at.UIIIa- .. 0 57 ' ... 1 ''•• • =-1e- ...... 
- .. ~ .... __ ._,. ,,,. .. ....., JJMau7l 2 ., •• _ ..... 

&f.rftaU at. ...... ,_. u, t.1. ......... Pat .. s '· 

•. "'# .a. .. -..... ........ - ·~ ..... - ... 
.. ... Prlt.il?l .tt .. ......,. ..... 

.. P# C .,a HI• • Drlt&a s. *"' ..u • P&I!Ua 

.. SS 7 ll,,410 t I 57 I ... 44 '- - laSall .. 'rfw lBcSBe 

•• 7 • --· ... .., .... . 
.. .. ... ".,a ;u,.p. --- ..... _---

......uw p a ··-. +teftr .... * eef$' 9 a ., ............ -

..u..ttr ... t~rwlftt-IIIUalll ... lwt's a:·, 

"· !r::::?1*, .,a l1. Aatll'lltr- u.o.w - 7 , ..... -

~iaU.Iaua M .. a-wlUaa~-ft'fbl ' •-... ..,.. 
•• '# !C .,S 1H1. A t!~Mlt6, U wl•' sua, 11 "at'-a w- t *••• .... , ......... ..., .... 
'- w•r .9rU ll. A WW - l30 ,..._, ~- aet.S.w 

1a ...,._ - • ......,. _.. -·, 8Ml"-l at• «• ....... 

lrlt.eSa -' u. a=•..:·L.. 
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(J) ~·· .... __ tiiiWte ............. _ 

*' $' .. 

-. ~~--00 P# C W\lH' .._ ,.._~ r ,, ___ _. 

,__..._.._.._..__. .. , as 
(l) "'# WJP.. ____ ........... _ 

-.rpt ,& lael' 0 • ...,. • ..._..._. 

'- •we • •"de ••• n s a 
e. !9" M'1# 1PA • llrlt&llla s n --_,. "'*'­

...._~...,.,., "••• a'eaafll+ .. _.. 

.A • I n a ••• s "• • -.elF -•1&: Ia illl ~- fJI 

.. Mlt - .. ,..,., M11Ji11 M -~ ~\tee ........ , 

-. . 
.A~ ..... - !1 kq:A 'r llrltla •rlu.- A"'' -~~Welt-• 

aw, .. ~- a a C 8- 8l.u 9 Willa...,_ k •• I 

... a... ..... -·•a•rW-
s. s • ,. •. ·r· "" .... .. . w·r. jp:Q ....... ..sal a ,_-

~ .... , ., .... 
:-• r a : t 
• • ... , "'~ y_ ........ ,..., .,_ ...... ~.,...., ... 
.... IS-= lbSela 
lalee fJI llllld J a '1'£ 

2. 
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......... a\ .. War ..,.._, 

a\ Ua40, -'lftl 11, 1M1 

Lh-. tllM lilA, Alftl 11, l.Ml, 
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a.t.ac tM ... et Qrtl '• a -•J.T -Un\M lat..U-. 

uo •U.C. left tw tM .a.- t. ntatwM u.. .,......_ ua... Ia 

.M!U• w tM tu rae. a a.llal' -.1\ le -w w ail - tw 

\M a.,. , ..... lal.ealle .. --- .. fu?h- ..w- • - · 

Dit,rlftU•• 
IMH\UT et War 

·----~­IMH\UT et ~ftq 
U... '-•t.IT ef War 
OIUet et l?laft 
lollle\aa\ altf., l?laft, ~ 
warn.- Jllnli• 
OttlM et ~Pal Iat.Wc-
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a. Mt+t +-il 11. .... lft..Sft - d llftU* _..t\ 

... - la .,..u .. - ~-,_ ........... -· 
at\ t''ll ebftelU wUia a 11 •· tM Oeedal cc•-IIA' a\...-t-

........ , 
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"' •lalla ~ - • • ..... , t a.w, IIN•au--••-' ~ 

~ ''t"N +-il 11, .._. ..-.u- wen UalW .. -"'1 

"''"le ,..s..aJ~PUF - ....... ttNl... .. ~ - .......... 
- llfttala. 

... ,,., ., +-1,1 !lell· .. t 0-M .. ~ ..,.. .... ,. 

le rau.e., ~rea• anw.. 

I . .I?IIII .. !U"'ik_;wa..u•lll..;lrtiiiiJ\II'.IML!'MbiiiM .. "'K• 

..,. •• , +-il 11. 0. o.r-a ~'laM -· ..... - - .. 

o.,u..,, .... - att .. llanr -·· 
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•· lrt''* tl• M»n• llM'• .,, 'boW. 

a •wr .-elM ...& - ..._. .,._ la l'alu hw ._,Uaa alJfteU. 

urlal wlolu a -....r •• U.v.,..A • -. DwM all'ft.U .... a ~ 
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FOR 114MEDIATE RELEASE. 
MondaY. Apr11 14, 1941., 

TREASU!IX Dr:P AR1'XDI'r 
Vaahlngton 

21_3 

Preea 8eM'1ce 
llo. 24-56 

SecretarY ot the Treasury Morgenthau today announced the eub-

1cr1pt1on tiguret end the bases ot allot~~ent tor the ottertnga ot 

7/S percent notee ot 8er1ea U and 1-1/S percent notee ot Serlee V 

or ~he ReconetruoUon rtnance Corporation. The •ount ot each 

ortering vae t,oo,ooo,ooo, or tlMre•uu. 

Reporte reoe1Yed tl'OII the Federal ReiiM'e Banke ebOV tbat 

tubaor1pt1one tor tbe 8er1ea U notes aggregate 12,6116,0001 000 and 

ror the 8er1ee V no tee, 13,560,000,000. BubeorlpUone tor tbe 8er18e 

U notea vere allotted 12 percent and tor the Bartee V notea 9 percent. 

but not lell than tl,OOO on 8117 one eubecr1pt1on, 

Further tdalla u to aubecrtpUone and allot••" 11111 be 

anncunoe4 vb8ll tlnal r eporU are rece1Ye4 tro• 'he Fe4eral ReaeM'e 

BW., 

-oOo-

• 
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Jeue 
Jonu: 

· H.M.Jr: 

J: 

H.li.Jr: 

J: 

Hello, Heney. 

Apr1l 14, 1941 
9:41 a.a. 

Bow are 70u, Jeeee? 

Pre~t7 good. Row are rou? 

I 1a abou~ ~be eaae. 

Abou~ ~hat, buM I oan'~ brae. 

21.4 , 

B.K.Jr: lo. 

J : 

H.K.Jr: 

J : 

K.l(,Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

R.I!.Jr: 

J: 

Are 7ou going ~o auend ~hU aeeUng ot 
Leon Henderson'• ~h1• aorn!ac at 11100 
o'olock. 

I'•• got to. !1117 called lt at aJ ottloe. 

Oood. Vell, then I'll be there. 

I oan't help DJ••lt. 

Vell, I Juet wanted to oheok. 

I d1dn' t ltnow an71h1Da about 1t untll I 
read about 1t ln \be papere; I don't knOw 
Wbether fOil did. 

I 414 not. !bat'• tile tlret I heard about 
u. 
Beoauee \be Prllldent 1&14 at Cabinet, 
hOW be' d coneul. U4 otbere and aenUoned 
ae, but I nenr ltDIW a thing about 1t untU 
I eaw 1t ln the papere. 

Vell, now, I notloe 1t pr~Yldee tor alter­
oatil. Ban JOU uo1414 whO 7ou're going 
to •••• • • 

lo. I wanted to ••• Ju•t Wbloh Waf lt 1e 
plng to go beoauee I thlnk thAt thle oan 
be one ot \be aoet ueetul. and aleo one ot 
\Ill IIOet danCIJ'Oil8 IJ'Oill)l that • • • • • • 

tou're entlrtlJ r1pt about lt. 

Regraded Uclassified



K.K.Jr: 

J: 

H.M. Jr: 

J: 

H.K.Jr: 

J: 

K.K.Jrl 

J: 

H.M.JJ:I 

J: 

H.K.Jr: 

J: 

H.K.Jr: 

J: 

H.M.Jr: 

- 2 -

• , • • • if it vae mhUitd. 

You're entirel7 right about it. It'e 
going to be terrible rttponaibilitJ. 

8o I want to aee the wa7 it gote o•er 
the weekend. I'•• been tr7inf to raok •7 
brain to think of who t o put n. I tbouaht 
for awhile I'd like of vatob it aratlf. 

Well, I think that 1 t dnirablt. Barr7 
Vb1U bat COt a prett7 lenl b .. d. 

r ... he baa. 

I'n been teying to figure out Who I would ...... 
'lou think Barr7 Vb1 te would be good, hub.t 

I think ht'• awful good en7 time. 

'leah. Wel l, I'• glad to hear that. 

Be'• ~uet sat a good ltYtl bead and bt 
doean t get exoited and I Juat think 
awfull7 well of b.la. 

Who are 7ou thinking oft 

Well, I vat teying t o figure out. I 
thOught a&7b& John Goodloe. John Goodloe 
lt handling the aportation of the wool 
frclll .t.uetral1a. I f.' t hia baok troa the 
co .. o41t7 Credit. e ran that all the 
time. 

I don ' t know h1a • 

215 

.t.nd he'e a good, oleanout 7oungater and 
bt underatande - I think ve'•e got to ba•e 
aoaebody whO undtratandt tbtee •arloue 
organi&ationa - tbtee Departments and the 
wa7 - eort of the W&7 the Oo•ernment worke. 

Yeah. 
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J: 

H.M.Jr: 

J: 

B.M.Jrl 

J: 

H.M.Jr: 

J: 

B.M.Jr: 

- ' -
And I ..,.e tal-lUng to 8u tnle 110rn1ng 
about U and tal.ltlnc to Vnl Ola7ton about 
lt. I oould Vleb 1t on V1ll Ole7ton but 
be' e prett7 bue7 and I ba'fen' t 7at aade up 
., alnd tull7 but I Juat ~ted to olleoll. 
w1 ~ JOU before to eee what JOur el~t on 
u wae. 

Well, I we vaub1nc 1t and I tboUCbt I'd 
•toh u tor a Uttle 'llb1le an4 eee 1t 
pt etarte4. 

Well. tba t I e f1Jie; tbell I 111 be OYel' at 
UtOO. 

lllpt-o. 

U 7ou U.e ~ Ullt after tbat I oould 
talk a l1Ule bU about ll'lUihMel'lou ...... 
Well ••••.• 

It won 1 t take auoh. 

&s.abt-o. 

216 
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H.M.JI'I 

o-perator: 

Clitton 
xack: 

H.M.Jr: 

M: 

R.M.Jr: 

M: 

R.M. Jr: 

M: 

B.M.Jr: 

M: 

B.M.Jr: 

M: 

R.M.Jr: 

II: 

Bello. 

Mr. ICaok. 

Ooo4 110rn1na. 

BellO 1 ICaok. 

Aprl.l 14, 1941 
9:50 a.a. 

ttuaca moe IIOY1J18 elonc ell rlpt oa tile 
leD4-l .. •• prograa. We ba'fl now J••t two 
or ~· requleltloae ~t we're rea4J ~ 
p UU4 on - or N~ll' ~t we oea ao ahea4 
oa, en4 tbet' • oa cm.-101111 oa 1100,000. 
!hll'l m"l a auaber ot l'lquliU!ODI wUb the 
O.P.M. en4 I'a golq onr ~1'1 l'lpt - 1D 
a tew alnuue to W.l.k ~ ~ about ~ 
requlel Uone en4 to work out ~~ pro014ure 
w1 ~ ~- on thelr ol .. l"UUOII to ... 

I '''· 
8o ~t I'll probabl;y ban eoaethlnc aore 
4at1n1" to report toaoi'I'Ow aornln&· 

217 ... 

I 111. D14 the1 set ~u&h that burl')' order 
oa nett1ns or wbatl'fll' 1t weet 

Y11, elr. We p1oke4 up 64o rolll an4 •• a 
utter ot taot, before w reoe1YI4 the order 
the Br1 tUb bed gone out - ~~ Br1t1lb Purobaelnc 
Coaalel1on bed gone out to cmeok up oa till -
aaUrlel aad e'f14entl1 had oal;y p1oke4 up eoae­
tb1na llke JO or ~ roll•. 

Bow aan:r roUe 414 ;you p1ok upt 

66o. 
I 111. D14 1t set to the eteaaert 

J••• e1r, 1t wee there. 

low dO t1111 ln aa:r wa;y let ;you know tbelr 
plNIUl'l at tbl thlqt 

Well, 711. !hl7 Wll'l '111'1 llllob plNIId. 
!h17 11&4 a repre11ataU'f1 dOwn here latur4&1 
•I'Dllllo &114 I N~lr th1Ak ~t \OIIOII'I'OW 
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H.14.Jr: 

II: 

H.M.Jr: 

- 2-

Oft 
aom1nc we'll be able w reporVa a•ber of tb••• requ1a1t1ona tbat baYe con• oYer to o.P.II. an4 probablr vUl be releaae4 to ua 
e1ther toaoi'I'Ov or the follovll\1 daJ. 

o.r. 
Yea, dr. 

!hank rou. 

218 
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R.M.Jr: 

Opera~or: 

Lauohl1n 
Ourr1e: 

B.M.Jr: 

C: 

R.II.Jr : 

C: 

B.II.Jr: 

C: 

B.M. Jr: 

C: 

Bello. 

Mr. Ourru. 

April 14, 1941 
9:52 •••. 

Good morning, Mr. Seore~ary . 

Lauob, 1e tb1a ay call or are 70u calling .. , 
I'• oal11ng 'baok troa a oall 70u u4e ae 
laet Fr1da7 afternoon. 

Ob. Well, tb8 Pree14ellt epolr.e to .. attar 
M Wlllt OYal' 0111' pl'll1a111&1'7 on tb8 tax 
o.1lll u4 be 1814 UIOftllt o~er people \bat 
lle14 li.kl Ul to set JO'IU' 1\llllltlODI. lo 
lt lllbD lull1YaD lllen1 t &11'1141 oontaot14 '" ..... . 
I lll'oYI 1ft to Wl'lr. Wltb Jobn lull1YDD tb11 
aornlnlo an4 •• lll4 a l1 nle •ea:bal tallr. 
an4 I Jult •4e a ooupll IIIIIJIIUOnl of 
obanp ot eapllll11. I lllr.t tbe 1 t•• but 
I woUld obana• thl 18Pbat1e a little blt 
an4 pel'lllpl l t a1&bt be wrtb 81 whlle to 
pt tOIItbal' turUel' w1 tb Jobn. 

XII, I w1eh JOU wu14. 

0.1. 

alPt-o. 
All 1'1pt. 11a111 tbanlr.• tor oalllftl. 

219 v 
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H.K.Jr: 

Operator: 

TolD 
Corcoran: 

JI.M.Jr: 

C: 

B.M.Jr: 

C: 

H.M.Jr: 

C: 

. '');..;.' •. ·, . 
• 

HellO. 

llr. COl"COl"an. 

Aprll 111, 19111 
10:06 a.a. 

Ml". Seol"etarJ, th1e 1e Toa Corcoran. 

Row-cSo-:rou-do. 

Ae a pr1Yate o1t1&en I alwaya get 1ntl"O­
du0t1ona to :rou betol"e I tr:r to oall :rou 
now, an4 I baYe an 1n~duct1on to :rou 
Uala aoi'D1DC ~aah Mr. llal"r:r lfhltt. 

lot a a a rather, huht 

220 1/ 

(Laupa). Vall, ae a rather I 'a p1q 
(bi'OUCh a bewildering t1ae. I'a 1a a 
D .. f1114 an4 I ban to bruah IA1 wa:r alone. 
111'. leozoetarJ, nan I eaw th1a lo'f1et­
.Japaa .. e paot Ua1e aorn1ng - at :rou Jmow 
wl'h '~ bleaa1ng or :roul" people and at 
~111' aut~eat1oa I'm 1n tr;r1ng to help pa1l 
Uala Ohlaeae ~ag together, and I know 
rro. a ooa'fal" .. t1on I had laat week w1th * Pl'ee14eD' ~t he wae going to euaeat *' ro• brlDC Ioong 1n to a ee h1a, and 
Ula' ..._ 14M now wae t o put 1 t onl" uaUl 
he -• baok tl"oa WaN 8pr1nga. 

!ba''. J'l&bt. 
Well, DOW he 1ea't le..,1ng tor VaN 8pr1J1Ce 
•Ul Vec1Me4a1 and I wat Juat th1nk1DB 
•• a _,._. of pa:roh0log1oal aorlle, 1t we 
101114 baYI JOU 'br1DB llr. Soong 1n toaonow 
or 'btiOI'I UM Pl' .. ldent goea and ht ooald _.. ... * foraaUon ot hit ald-to-Chlaa 
plaa, U wa14 'be an u:otlltnt 1lllllt41ate 
an .. er w tbla loYUt-Japanut thing. 'lbla 
1a ..._ ~'10 aoaent at Wbloh to pull 1t, 
and ~•a 'o .aka eUl"t tbat the Ada1n1atr.,1oa 
ba4 a OODU'Ol o.,.r the Ioong auuauoa, 11114 
I UDdel'ataad boW we ba'ft to aaka a lot of 
ol'OWib 11011t ~ethel", I waa auant1ng that 
alDOl 111'. DelaDO ba4 tbt Ch1neae colOl" 

• ,· 1 

.t• 
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R.M.Jr: 

0: 

H.M.Jr: 

0: 

R.M.Jr: 

C: 

R.M. Jr: 

C: 

221 

- 2 -

ot the Roo1evelt family, that he go in aa 
the Chairman ot Boong'a Board and that 
would give you an additional hold over it. 
Now, Mr. Delano ia willing to go but he' s 
to aae the Preeident about it aomet1ae in 
t he next oouple ot days. But it thoee two 
thinge could happen - 1t Mr. 8ooll8 could go 
in under your Wing, eay, t oday or tomorrow 
and then Mr. Delano ennounce the r ormation 
or thie Aid- t o-China organization, you'd 
have a magnificent, spectacular anewer ae 
a matter ot morale to the Boviet-Japeneae 
pect. 

I .. e. 

And I only wanted to call to 1uggeat to you 
that the tlae problea waa paychologically 
ve17 iaportant in view ot the nnl thie 
aorning. 

I don't know WhY the Preaident changed hie 
a1nd. 

Well, I think he Juet liaply had eo many 
thing• to take care ot. But Currie the 
other day - and I thought you'd like to know 
thll - wae handed by Ropk1n1 the whole 
problea or the Par laet, Dutch laet Indies 
and China. 

Did Lauch finally get in t o ••••• 

Pinall7 we puebed it throl.lgb and Laucb 
tinall7 got in to eee Barry, and I thought 
rou ailbt like to have Lauch report to you 
todar beca1111 we've got the piecea r eady 
to p~l together and it looked auch more 
ta•orable atter Lauch tallr.ld w1tb Barry than 
at anr other tiae. 

Good. 

J1arr7 wanted eoaetbing done rigbt aver. 
&t auch il - I know the d1rticult1ea about 
lloong. I'a quite eure he 11 not going back 
to Cliina in anr barl7 but he 11 the 4Jn .. o 
that keepe thie thing together, and you have 
t o Ull horee power wherever you can rind it. 
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a:M.Jr: 

C: 

H.M.Jr: 

R1ght. 

'l'banlt you. 

'l'banlt you. 

- ) -
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sun 
rar11: 

B.M.Jr: 

E: 

B.M.Jr: 

!l: 

H.M.Jr: 

C: 

R.M • .Jr: 

C: 

B.M • .Jra 

Aprll 14, 1941 
10:10 a.a. 

•••••••••••••••••• tba\ 4etenat tax etory 
ln tba paper tbla aomlnc and 1t 1a11 in 
tbare - now I'• onlJ lnqulrlnc about the 
Rooee~elt aeeeaca pbaee ot ~t - do JOU want 
bla to .. n4 a epeolal aauacat Ia that the 
plan' 

Wall, tbll atoi:"J - wban I eaw 1t - I tblnlt 
JOU nawepapal'lllll oall 1\ a tbuab-eunltlna 
atoi:"J, or a weekend etoi:"J • •••••• 

Ob, 71e. tbat'e rllbt. A weekend etOI:"J. 

Well, tbll tallow 11 a -rt tallow. low 
..... be pt that ti'N I don't know, but 
JOU DOUM DO OUler paper bad lt. 

Ieab. 

AD4 o14 Doalbton 11 plna to ba'fe ll tuna 
all o~er tbe OapUol about lt. Jrow tor 
JOS. 1Dtoraat1on, about ba'flDC a aaetln& 
an4 all that - that 1e Juet the bank. 'ft!.a 
IID&aretanUnc •• 1n or4er to lr.aep 1 t eeoret -
tbll · h i!:' tor Joa - DoucMon azorancl4 w1 tb 
leDito• JWI - tbiJ Wll"l 101Jll to lilt at 
rq bollN on the aomlnc ot tba 16th 1n 
IICII'It 10 that tbl paper• woa14D 1 t sat onto 
1\ aD4 plan 1t. low, Doucbton ln't enn in 
~. • aoen 1 t cat banlt llfttll toaorrow. 

lib-ball. 

llcnr a1 to the •••aac• part, wtnoh atteota 
f011, the PNal.S.Dt 41d HJ to ••• 'Wbn 
fOil IH Oeee 'IIIOPla, tlnd oat 1t tbiJ 
wa14 UD to ila•l 11 ean4 a •••~&~•, and 
lt tbeJ 110, tblll let 11 know. • low be ••t llaYI told tblt to aoaabo4J ella beoauaa 
;I llaYip't nplatld 1t tO t11Jbo4J. 

IIIIa. 1 14 DIYII:" baar4 lt. 

Will be to14 11 an4 I ba'ftn' t bad a obanoe 
to hu. Jlo1llbt• aa4 Glore• beoauee I don't 
... - IIIIW the 16th. 
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t: 

a.M.Jr: 

E: 

B.M.Jr: 

E: 

R.M.Jr: 

E: 

B.M.Jr: 

£: 

H.M.Jr: 

S:: 

B.II.Jrl 

E: 

H.M.Jr : 

E: 

B.M.Jr: 

E: 

- 2 -

Yeah. 

I know that he telked t h1e tax thing o•er 
both v1th Eoolee end Ourr1e end he a1ght 
heYe ee1d eometh1n& to either one ot thoee. 

Yeah, ;reah, 

Beet Doee that ....... 
Yeah, that laet one throve e lot ot l1Sht 
on it to ae. 

Beet 

Yeah. 

Beoauee be tol4 •• to set 1n touch v1 th 
both ot tta. beoauee he ba4 41.ouue4 taxa• 
v1 th th•. Beet 

Yeah. Uh-twh. 

But I vae v.lt1ng untll I ••• theee lea4ere 
on !hure41J. 

You haYen't e•en 8PQkln to th .. about 1t 
:ret - ha•en't ba4 a obanoe. 

Jo. !he:r're both out ot town, 1114 :rou know 
... baV aloeel7 I guar4 theee thlnl•· 

lura. 

Doae that help :rou an:rt 
Yea, lt helpe •• a lot. 

JU.pt-o. 

Yea, e1r. Tbanke, Benr:r. 
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., 

Prank 
Knox: 

B.M.Jr: 

1: 

R.M.Jr: 

1: 

B.M.Jr: 

1: 

R.M.Jr: 

1: 

H.M.Jr: 

1: 

B.M.Jrl 

1: 

Hello, RenJ'1. 

Bow are you7 

Bow' • your oold7 

Apr1l 14, 1941 
10:53 a.a. 

I th1111t U' • gone. 

Oh, tbat'• goo4. Wbat 414 you do to U7 

Well, I _, up Ul4 epent the n11bt with 
lll'a. •o:rsentbaa up on ~Una llrhe, up 
at their lode• up there. 

I He. 

1 noo•en4 lt. 

WeU, tbat oertainlJ aounde IOo4. 

hsnlt, I'• lunohiq with tbe Pr .. ldent. 
Al'e rou nadJ to talk on that •-rendua 
of a1ne7 

lei, I 0'fl pt Stark and turner and Incereol 
wt th 1fe IICIW. We'n Ju•t been talll.1n& o't'lr 
a na.ber of •nere, thet-nl thM, and 
tba oo..-eu• of op1n1on bare 1e that 
uUl .. take onr the wtiDle Coaet Ouar4 
QD4er tba War Statute that all we'd baUer 
take oYer now, 1n order to a•o1d oontue1on, 
le tba •••en ble ouuer• and let the r .. t 
p VDUl n ~&t lnto aotual boeUl1U .. or 
P' laW., ... ••••••• 

Well, tbat '• wbat thU anorandua eaye, 
l•'t 1t7 

llo, rou were plq to 11't'1 ue the 125 
tooter• too, but we think the belt thine 
tor rou to 40 wltb all tbe dut1ee you 
retain le to keep tho•• and Juet turn o•er 
tor the pre1ent tbe ••••n big outter•. 
•• alreadJ ban a oouple ot thea. 
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• 

s.M.Jr: 

1: 

H.M.Jr : 

1: 

H.M.Jr: 

1 : 

H.M.Jr : 

It: 

B.M.Jr: 

1 : 

B.JC.Jr : 

- 2 -

Yeah. You want the orewe with th•' 
Ob, 7ee, fOUl' or ewe an4 eYel'fbo47 'but 
wa .. obe will eta)' with 7011 an4 win Juet 
\aka tbeaa ebipa oYer into the NaYJ 
teeporar11J. !bat'• tbe 'beet eolution 
4 0Wil bare troa our point ot Y1ew. 

Wall, 1'• pine to rer.rt that to tha 
1'1'8a14ent at lu41L • that nptt 

226 

!bat'• all r1Sbt. !bat'• quite all rigbt, 
llelll'1· 
1 IIND 1 tell b1a that JOII Oal.J want the .... -. 
!bat'• all. !bat'• ~1, w1th the orewa 
8114 .. ...,thlDC tbat ao•• with t~~ea. 

You 40D 1 t want the otharet 

Jo, not 110¥. Jlot until - 'b7 law UD4er 
_,. ~ tba 'llbllle c1aall th1DC -•• onr 
...,_, 8114 we th1Dk 1t 'bener tor our pgrpo••• to Jaat taka the ••••n 'bil onee 
- 8114 let tba Ooaat Ck&ar4 tunoUOD •• 
'II~ UDUl later. 

0.1. 

0 .1., BaDI'J. 

!beak JOU. 
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.lprll 14, 1941 
11:00 a.a. 

RE PRICE ST.ll!ILIZJ.TJOII 

Chlii'IWl: IIJ'. Henderson 

Present: 

Renderaon1 

Storat&rJ Moflantheu 
Storet&rJ Jonaa 
Storat&rJ Wickard 
llr. IDudaan 
)lr. Hilban 
)lr • .A7H• 
IIJ'. Rlder 
)lr. White 
Kr. Goodloe 
Kr. Cl.,ton 
Kr. Ginsburg 

Well, I pre- ;you gentleaen !mow that ;you 
were naaed in the ExecutiTe Order creating 
the new Office of Price .lclalnietration and 
Chllian Su~)!fn as a comttee. It. was n&Md 
as a price iatrat ion coaaittee, and 
this follows out aoaethlnf which the;y foun4 
nr;y desirable in the las ••rgenc;y. 

Brookings hi&aelf relied nr;y hearll;y upon 
the co..ittee which he had and the agencies 
which were repreaented. 

I think 11r. mea will re..aber nr;y, nr;y 
·.uoh t he cloth atucllea Which the Trade 
Commission made, which were the baais of a 
lot of prices which were fixed. 

I thought it would be a good idea to get 
atarted fairl;y earl;y, beoauaa I want to 
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arrange for two kinds of se~Yices from 
the colDIIli ttee. 

One of them I would like to check. The 
major undertakings thet we are likely to 
put into operation fairly soon with the 
committee, and aeoond, I would like to 
arrange in the - particularly in the period 
in which we haYe no enlarged ataff to tap -
I alght say continue to tap some of the 
technical aaeiatance ,nd in some casea per­
haps the adainlstration of eo .. of the 
aotiYities that we are likely to need. 

228 

I would like to just kiolt the ball off with -
after we get through with the administration, 
with - or I mean a sort of a set-up, I would 
like to arrange for thia committee, if we 
could, to meet eYery week; and I would like, 
if poaaible, if each of you that are named, 
and by the way I am asking the President to 
appoint SEC also as a mem6er, both for senti­
.. ntal reasons and also because we are using 
them very, very heavily in some of our oper­
ations, particularly in getting set up. 

I would like to arrange that if you haYe 
an alternate, that he be as near a full time 
aan for our stuff as possible. Something 
like, for example, O'Connell was on the TNEC. 
That proved very, very valuable, as you know, 
or have somebody who in between times was 
getting around to the different agencies, 
seeing their reports, and appraising his 
superior aa to what was likely to come up at 
one of these meeti ngs. 

I expect all of us have served on committees 
and not known what in the hell was coming up 
except a little brief agenda, and you get 
back to your office and you wonder how in 
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the hell 7011 eYer caae to make that decision, 
exoept that there it was and 7ou had to s&J 
one thing or the other, and the easiest 
thing aeeud to be to go along with whoner 
Wll puh1Jlg IOMthing. 

I would lite to juet pitoh into two or three 
thiq• tlaat we are taoea with ridlt toda7, 
and I realise that I aa re1ponei6le tor the 
ultl .. te deolaion ana I think JOU reallze 
abo that I woalcla' t 111nt to tate a atep 1n 
&DJ ot our aeoiaiona that would cut acroaa 
wbat hal b11n fu auigned tunotion• ot the 
other agenoie1 and partioalarl7 I would 
oertalnl7 refret aJl7 step whioh brought ua -
whloh I 111Rh •&T - up ahsrpl7 with the 
knowledge £hat .. had onrlooked •~thing 
that .. could get out ot thia oo.al.ttee. 

Jow, the tirat one, ot oourae, i• ateel, and 
the --

1hat na that, Leon? 

Steel. My beet lntoraation la that the United 
Statae Steel Corporation will eign at a ten 
oent rate per hour inoreaae with the Steel 
Workers' Organising Co-.lttee tod&J. 

Jow, when the ateel aen caae to aee M at 
fu Preeident'a auggeatlon laat week - and I 
lll&ht 1&1 that while the7 talked, I think -
Falrleaa aade a beautiful atat...nt ot all 
the thlnga he didn't talk to the Pr .. iaet 
about for the publio, their question was 
nrr baldl7 thla one. 

The7 ooald afford tiYt oente an hour increase 
without anJ lnoreaee in 11rioe. The7 were 
taoed with a - with Weir'• announoeaent of 
the ten oent lnorea1e, followed b7 eoae of 

Regraded Uclassified



. . 

Jones: 

Hendeuonz 

- 4 -

aaaller ones, and if the7 had to .. et the 
full ten cents, the7 wanted to know - the7 
wanted to -not a ooaaltaent, because the7 
ere too fine people for that, but the7 wanted 
to know what would be our attitude against 
a price increase which would coTer the 
additional fiTe cents, and I made no coa.it­
.. nt, because I felt that it was not a part 
of our job to get in a place where as a aatter 
of barge~, one aide or the other had a 
lner against thea. 

BowYer, we did han •- onr-all fipre• 
1ublll tted to u1{ and .. hue ben wortlJIC 
qaletl7 tor at eaat ten fteks on tba profit 
ltat-ta particularlJ, and .. ade an 
analJils of the proapectiTe lnoreaaea which 
ten cab an hour would ooceelon to the 
steel corporation and tried to •••e•• what 
it1 effect would be on the 1teel lndu•tr.r 
gaerallJ. 

!'he 1teel corporation h al110at at the 111dian 
line, aa tar as earnings are oonoei'Ded, end --

aat llie'? 

At the Mdian line. lhen the co~pontlon 
.Uu, ·~· snen per cent, aa tbil7 did -
eeYen and a half per oat, ae the7 did in 
1940, JOU could expect tbe11 to be about ala­
_, between th8 urglnal ... at the bott• 
ana - Ialud end Jatlonal ad ·- of tbe 
otbera at tile top. So that 1t h - and I 
lliaht I&J th8t e&I'Dinga ln the •~eel lllo11utr,r 
II&Ye a prett7 wide range, and partlculaPlJ tbe 
ratlo between net eai'Dlnge or profits after 
all oqea ad wqee. 

!hat le, a were inoreaae llfeote Charlie 
BDolt ua 'lelr ..0 leee tlaa it doee Coate•­
Yllle, I.Diteu-Worth, or uq of tbD11. 
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Now, on a basis of what the corporation 
presented and assuming an additional fiTe 
per cent increase in the tax rate, that is , 
assuming a thirty per cent rate instead of 
the existing twenty- four, they would be 
left with about - on their own figures, about 
five and a half per cent return. 

Now, they calculate something like thia. 
The7 calculate 1n exact qt•otation of the 
fourth quarter reaults would gi•e thea 
about two hundred allUon dollan of grou 
before tuea Uld IDJ additional chargee. 
Ten cents an hour eztendtd to their white 
c,ellared people ap to four thoua~nd 1nd 
nth TacatloDI, would uke it ooat thea 
about alxt,-two .Illion. 

The7 buT in the open aarket good• and serlicea 
which in a calendar Jear are going to run in 
excess of tour hundred million, and th•J 
estimate that a ten per cent increaae, partl7 
due to the general rating effect of their 
increaae, alnce it is a bellWither, would 
aean another tort1 mlllou, or roughly that 
thia increase, if granted, taken together 
with other thlngt, would cott thea about a 
hundred million, haling thea with about a 
hundred .Illion of net before tbeir tuet, 
and that would get thea dOIIIl to about the 
and a half per cent. 

That ia on the inTeated capital' 

That is on the inYeated capital. 

Fin and a half per cent on their co..on' 

Jo, ti•e and a half per cent on the total 
lnnstlaent, that they han on their books. 

(Jr. lblte entered the conference . ) 
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Depreciated investment~ 

Now, on their basis , as I say, of making all 
these assumptions, that would leave them 
with fi ve and a half per cent. That would 
jeopardize - well, I would put it this way. 
That.would mean that ~he smaller companies, 
part1cularly the non-1ntegrated comuanies, 
would have less than five end a hell' per 
cent, end so the question of price increase 
ie not so much the one addressed to the steel 
corporation itself, but of the other companies. 
They represent about twenty per cent of 
capacity end about thirty of the companies 
and whereas in the last emergency, as I 
know from talking over with Baruch, they 
made various adjustments in the prices of 
say pig iron and so forth that went to the 
small fellows to try to make it up on the 
net. 

However, we have made a re-examination of 
their estimates, end as you would expect, 
we found that any time they were in doubt, 
they erred on the liberal side end that a 
small change in the - their gross, and it is 
likely that there would be, because they are 
running around ninety-nine per cent now, and 
have run a hundred and two , and they have 
got orders which ought to keep them there; 
and also, we feel that the ten per cent in­
crease in vrices can be held down and par­
ticularly 1f we held the price of steel 
down it would materially help them, would 
probably leave them - you take on our best 
estimat e, leave them with about seven per 
cent return. 

Wel l , they made seven and a half in 1940. 
That is, I will put it roughly this way. 
With reasonable luck and assuming that they 
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had - holding the steel price in U.ne would 
help us hold all prices in line, the ten 
cent increase which they are likely to grant 
today and - would give them about seven per 
oent return on their invested capital , which 
is a half per cent lees than 1940. 

Now, the earnings of the corporation between -
and that would lle roughly ninety-five million. 
Between 1922 and 1928, which were, of course, 
the lush years, they averaged ninety-two 
al.lllon. 

In 1929 the7 - nobod7 quite understands the 
earlllllga of the ateel corporation in ' 29 . 
It ia a aport. They aade about a hundred 
and seventy al.llions, as I remember, but they 
had no increase in voluae to uount to any­
thing; and I don't lmow what it is, but taking 
the &deli tional a:aount md spreading I. t over 
the whole Twenties, including 1929, it would 
ba ao.ething like what our estiaate is. 

low, unlea1 there ia froa the President -
and I have taken thl.a up with him, and I 
have got no di11ent. I put it to bia, unless 
he seal 1c.1 reason and unless this group 
'"' 1oae reason, ar proposal is that n 
e•tablllh a ceiling t.aecliatel{' at the end 
of tea.,, on prices as the7 ex sted before 
the wage increase was granted, with a state­
.ant that at the and of the aecond quarter 
we will be rrepared to consider &DJ SU&JeStions 
for alterat on, and aa I "7• keep in ~nncl 
that on the ba1i1 of the ateel corporation's 
own e1tlaata1, the7 would have about five 
md a half per oant return. That ia, it 
liD't a caaa where they will be out of pocket 
on - oa.palled to take business at a lose. 
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And your estiMate waa aeYen per cent, waa 
it I' 

OUr estimate is nearer to seven per cent, 
Rider. That is over the full year. We 
don' t - you take it this way. They esti­
mate thirty-nine sillion dollars increase 
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i n their goods and aervicea on four hundred 
twentJ aillion. Well, that ia about ten 
per cent. That ten per cent ia not going 
to tate place to110r1"011 and sta7 in effect 
onr the whole period. • han estluted 
that it llight l'llll aa •oh u twenty llillion 
laatead of the thlrtr-nina aillion, par­
tlodarlrif we cuban •• 1111ch luck with 
thla lndUatrr aa - with a nu.ber of the basic 
lDiuatrles as .. !Ia~• had with paper. 

Jfow, we had a threatened flurry in paper 
laat week and tba .. ,Jc before, and we got 
hold of the leadera of the industry and 
we had a re-exaiJiatlon aade1 and we found 
out we had certain oapaoit7 ~etween here 
IDd Cmada of about fin ailllon tons, and 
u a renlt indl niuall7 a nuaber of the 
leading prodaoera !Ia~• gi~•n .. to understand 
tllat uDl.eaa the7 ban eztraordinarr changes 
1J1 their coats, wl th onl7 ainor changes fn 
the price, they oan hold tba present leYel. 

TOW' aecond quarter being .Jul7, ending 
,Julf. 

Tu. 

So JOG propose to leaYe prloea aa the7 are 
until IUl7 1t 

Uatll - it would be later thu Jul7 1, 
beoauae we wouldn' t han tha a~oond quarter 
returns in until about the aiddle of JulJ. 
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And then you would consider. If they felt 
they need an increased price, at that time 
you would consider it? 

235 

That ia right. And we would also consider, 
Jesse, what other things could be done for 
the relief of the marginal operator, the low 
ooat operator. 

For example , my gueaa ia - I don't know what 
1QU think about it, Bill, but twenty-four 
dollars and a half for pig iron ia pretty 
high. They haYe got coats, I don't suppose -
and the ratio between that and where we baYe 
fixed the scrap at twenty dollars ia too 
wide. There is a normal relationship that 
exists between scrap and pig iron. 

Now, if we pull down the price of pig iron • 
and that means an exuinatton of a01118 of 
the earnings recorda for last year, which 
I hope we can get • we can help that non­
integrated man on his ooats, if we can keep 
scrap flowing to him in pretty liberal 
quantities at twenty dollars. That will 
lielp him. 

There are different ways of helping him. We 
can study other things. But steel is a Yery 
crucial and critical el .. ent. 

· There is another one in this, in rf opinion. 
If we embark on a proposition that in any 
industry, any kind of a wage increase can 
be negotiated just ao it is added to price, 
we are licked lrom the start. I think that 
in this case a good sharp negotiation did 
take place, and then acme new factors in the 
bargaining came in, ll.lce V:eir, and they 
probably got a little more this time, Sydney, 
than they would ban gotten if they had to 
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battle it out on their owe tirres . We 
wouldn't have h.ad such a tigh aituation 
trankl7, it Wei r hadn't come in . ' 

You 11111an if the aettle•nt had taken place 
four weeks ago the7 could haYe settled tor 
leu? 

236 

That is right. Ther could haYe aettled tor 
leu and I would sar the union could han 
aettled for leaa earlier. 

I aa apealcing tor tha unio"- ancl the collectin 
bargaining woulcl not han broucht it ap that 
far. 

That h right. 

How long a contract clcea this - ia this ten 
cents good for with the union labor? 

It ie an open encl contract, aubjeot to the 
uaual twent7 da71' notice; and that ia not 
froa the atandpoint of the union. The union 
would like to han a period of two )'ll&rl, 

preferablJ, and at leaat a reer - the 
corporation doesn't feel operating at nlnetJ­
nine per cent of operation, haYing gotten 
all of the faina it probabl7 can out ot a 
tw.l operat on, that 1t can enter into a 
contract which would be good in case the7 
went down to I&J eifht7 per cent operation, 
eo the corporation a the one that wants 
the right to negotiate a new contract . 

lfot the union? 

Not the union. The union would like to han -
thla aeana, Jesse - let me aee, the steel 
corporation's ratea are about eight7-aeYen 
cents now, an hOW". Thia aeana nlnetr-aenn 
canta tor thea. 
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The point in lilY mind wu, if on July 15 or 
some approximate date you permit an increase 
in the price of steel, then will the labor 
come along and say, "Give it to us 11 ? What 
is your thought about that, Sydney? 

No, I think the corporation is ill advised 
by not t aking the term contract. I think 
the term contract gets the sense of stability. 
I heYe also been tor a two year contract, 
and it necesaary to h&Ye an annual reYision, 
either upward or downward, ao that you know 
you han got a two 7ear contract tor the 
company; but I don't belieYe that there is 
any danger at all for any queetion in Jul{ 
tor increases if we keep the general leYe 
of prices within reason. The last increase 
they received was in 1987. 

Do you think it would be just - -

I think that would settle the situation, 
ought to settle it at least for a year, 
i n 111 judpent. 

)(y opinion is that it the present lnels of 
operations continue anywhere near where the7 
are, it is good for at least a Jl&r. 

You want this meeting to determine whether 
or not 70u should --

What I would like to do - if this procedure 
doesn ' t suit you - I say, for me to tell you 
what I am going to do unless some of you see 
some staunch reason why I shouldn't. 

In other words, I don't think I ought to 
come into a meeting like this and ask you to 
take a responeibility and I go out and say 
that the - ~ell, ay com3lttee has decided 
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that I ought to do this.• You haven't been 
altting on it. On the other hand, as I said 
before, I wouldn't want to do it it JOn see 
ao. Tigorous reaaon whJ I shouldn't do lt. 
I would want to canvaaa that. 

I couldn't reach Oldt before I left, and~ 
deput7, John H._, did reach hill and told 
hla that it thtJ aettled tod&J, we wanted 
to be conaulted before anJ announc ... nt on 
price waa aade, becauae we had toae ideas 
ODI'IIlnt, aJid be laid that theJ _,ltld; but 
he aaid that t~rrow night ... the deadline 
and he anticipated a aettl ... nt prior to 
that tiae, ana he felt that when theJ relea .. d 
the un of the wage increa .. , aou atat-t 
1101ll.d han to be •de about pricea. 

Well, I aa reab on our ellll on a atateaant 
on prices, which is what I have indicated, 
that there will be no increase in price at 
thla tiae,that we would atart an exaaination 
of the whole structure now, and then would 
rel ate that to tbe aecond quarter results 
partioularlJ, and if e price change na 
wt.l'ranted, we would take it up at that tiu. 

•t ie JODI' thought about it, Bill? 

I .,llder it it len' t going to CJ) s t JOU aore 
the longer JOU wait? It JOU lmow that it 11 
going to be dependent on the aeoond quarter 
aaY!Dga, the aecond quarter snlngs atght not 
be 10 good, I auppoae. 

tllat do JOU aaan? 

'lhatinr coaitunte JOU han , he will han 
to depend on whatever price is aet b7 the 
Oover~~a~nt. Be baa got an advantage in the 
Jational st .. l Coap&DJ ot tour dollars a 
ton. That 11 whare he oaae in. 
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lhat do you think about this proposal of Leon's? 

Well, I aaid I was wondering whether postponing 
the ITil dq isn't going to coat rou more in 
the end. 

You ..an not - you Man not raise n01r, it ~ 
ooet 110r1 in the en4t 

lo, wbat you are 11tt1Dc DOir ia the oelllq. You 
are not setting the price. 

Welle w are Httill« a cell1q, bQt that 1a 
llbq to be the price, becauae all the old 
oheap contract atutf 1a """' ng ou~ 1 cad their 
new deliYoriee would be taken on thll baaie, 
thia quarter. 

Take it on the basis of whatever price is set in 
.Juq. 
Yu. Jilst of the cOIIIIIi tmenta takm DOIJ would ba 
for tuture busineu after thia quarter, but they 
haYe got a lot of contraoh which were taken 
prertouel7 which aq that the price lhall be ae 
of the prlce of the date of deli'rory, eo they 
took cc:mtncta last JI.DUI.1'1 and February which 
are for July delinry, an4 they are to bear the 
price of - preniling in July, so they would get 
•- of the advantage. Practically all of the 
conceuione han gone out of the Mrket, and 
1111e of the -ller companioa han been charging 
preaiuu, an4 we know it and haven ' t done &111'­
thing about it. lihen we set this thing, howenr, 
n will get at that preai1111 bash. We will cut 
the premiuu out of the market and get it down 
t o the --

Bow could you increase the price of steel and 
out the price o:t iron? 
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How o&n 7ou? You oan't. '!'be thing to do ia, 
fOU can keep the price ot steel as it is. It 
is fiTe percent &boTe 1939 now. And then the 
corporation doesn't sell muoh pig. It is 
Interlalce and that Pittsburgh Iron and Coke 
~are the onu that h&n •lked &1181 with 
the-prlae to the non-integrated JD.illa. I thiJilt 
.Tanell jlUt had to bu.Y tort)' thoua&Jid tou ot 
pig recentl7. So it la a factor, but there ia 
a -.rgin in that coat ot pig that I tb1nk we o&n 

r.t down tor the benefit ot the ..Uer onea. It 
a Tef'1, ney illportant tbJDg that, u tu &I 

the lDtlatiOD&J'7 pqaholos:r ia c011carud, that 
we do thia J'ight ncnr and --

Ban rou reaohed the conclusion that it b fair 
to the eteel corporation to make the decision 
that rou are lll&king. 

Yee. 

I think he wants to eee the first quarter state­
ment. 

I want to eee the first quarter etat~nt aleo, 
but the first quarter etat...nt has been delaTed 
on account ot the· rtegotiatione. The tirst QUaPter 
atat .. nt h going to be, in rq opinion, be£ter 
than the tonrth quarter ot last rear, don't 70U 
think eo? 

Tee • 

.And they han figured it on the basil ot the 
tourth quarter. 

Ia that the reason tor 70ur difference between 
tiTe and a halt and eeTen? 

That b part ot it. 'ftll reason roughl7is this. 
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The7 estiaate a gross baaed on the tourth 
quarter ot about two hundred •illion. We 
utlllate closer to two hundred eight million, 
eo there 11 eight lllillion there. Ther estiate 
that on their - 10111 tour hundred million of 
outaide _ purchaaea of goode and aerYicea, that 
thq will haTe an inoreaaed coat of thirtJ-niu 
llilllon. 'le utiute that it would oDl.T 1"1111. 
twnt)' llil.llon, eo thare ia tnntr-eiltlt llilllcm 
there which 1a the big pvt of the differeDCe. 

Ban rou gou into the iDTuted caplW, ae to 
how jutltied the iDYuted capital figure h? 

Tea - :tJ haftll't now, but we did in the me, 
and I I ought to 1q thh. UDder Tqlor' 1 
aa-snsatration, {here were three .. jor thlnga 
doue in the etHl corporation for which we ought 
to be dum good and thanktul at this tilu in 
ueding as lllloh ateel fr011 thea aa we do n<~~r. 
ODI of them waa a complete reorganization of the 
capital structure, getting rid of that high- bond 
coat that they had, and in addition, the7 washed 
out nearb all of the inllation that waa put in 
ill 1902 when Morsput the corporation together, 
and the aecond t wa1 their per1o1D18l; iDa the 
third thiJig was the r technOlogical increase. 

Thq reall.T ude a lot of new plana. 

Iu. 
What did the7 do to their capital etructure at 
that time, their old planta, did the7 write those 
ott? 
Yea. I wouldn ' t want to be held to the figure, 
but it waa a verr large uount. 

Before I Tolunteer an expression of opinion, 
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what &elllll'IU1oea han 70u got troa the steel 
OcapiJif that it the goni'DIUI\t aqa no incl'eaaea 
until we get a look at the t11'et aDd aeoond 
quartel'a, that the7 will abide b7 that deoia• 
Ion? 

I hann't got ~hing in the ft'1 ot definite 
IIIUI'IIIoea, but l feel pt'ett)' confident that 
thq will abide. Ow- l'elationa - 7ou tab neb 
!'elation• 11 I han had wl th th• about the pt'ioe 
ot steel, •inc• I han been on thi•t han bem 
}ll'ttb- good. We hann' t had 1111 dlrtiaal.t7. 
lzul 1lb.ii theN •• a thl'eat of ac.e of the thiDp 
pmmtng ~which thq •ell, liie pig iJoon, 
Fa1Jole11 diall't •it fol' ae to call on h1L !I.e 
oallecl aDd l&id, -r. will gin 7ou help on thia. • 

In Ol'del' to etart the ball l'Olling, I take it 
70u will go uound the l'Ooa? 

Tee, I do. 

I 111 willilul: to aq that I think 1our pl'Opoeal 
11 eound ua tail'. It 11 all l'lgllt with •• 

I .. wondel'ing it 70U1' me lnnatlgaUon OD 
thtil' oapitallaation or on theil' innat.nt 
agl'ttd with theil' tlgul'e. You rq 7f1l1 _.. an 
1Dnat1gation. 

I will put it thh 'ftof• The figure &iah thq 
&1'1 CI&J'i7iDg now 1n tbeil' ammal l'tporl, '11/1 -
who WOl'Pd In me aq 11 DOt an 01'11'-intlatecl 
figure. 

We oheokecl that 11•tel'dq. 

MI.J' I ask how thq ue going to take into ooa­
aiael'ltion the pl'loe of pig and fuel and ooal aDd 
10 on. 
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!hat lf one of the thiD.ga that bothera •· 
We aon t lmow how moh oolte 1e ring to coat 
\Uit11 •• lmow what this new ooa aettl-nt 
ooste. We aon't know whether we oan get the 
prloe of pig aown for the noD--integrated. 
Tbat la the reason ~ I woula like to hola it 
at this prloe, even though, as I ..,, on their 
OIIJl 'balls it leaves th• at about flv~ ana a 
ball percent return, which tbq aipt thi.JIIt is 
..t hlp enough for a fllll opentloa. 

!be llzV-tllll llilB• ao11ar flpre 'lllbloh u., 
pft_JOil as lDCH&se4 ooata, &lftM7 illohlrlta 
& 4ollar illore&H Ua ooaJ.. !hq bM- . 

w wtt 
t!lat figure whloh thq gava ua for inoreaHCl 
ooata abo talt" into aoocnmt a aoll&r illoreaH 
lJl ooal. 

I "'• 
.b4 all of the figaHI &1- thet thiPI will be 
a 4ollar laore&H la ooal. 

- I ult what OC"''IpV1ICIIl the steel hu - with 
tllil l&Q_ ,_.. or two JMH or fln 7'V annge 
• -wac l..Lk• that. T011 apob &llo11t li29. 

Ia 1n8 - it 11 tin peroeat hlpv. Ia 1917 it 
.. PCNpl7 tln pei'OIDt hl~ thea it b '-1 
11at JOil .. •t - tbat 11 the CblhW tll'loe. t 
l8 t1a1 ..Uutloa tbat ooaa •· !bat la, than 
11 a lot ot Jualel'f goee oa, DOt GD the ~~~. 
1Mt Oil tJI* atraa &il4 OD tha OODO .. IlCIIIo J.t & 

tme 1lha tllq n~ea buineu lladl7, thlr will •• 
OODOIIIiOU lD thl 'R'1 of IXUU. 11 1t -·up 
a:;l, thq cet al.lloat the publllbN prloe. 'Diat 
t to JI&PPCIIIr it. "' haVI1l't cot that, beO&UII 
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that lags conaiderabb'. We hann •t s that 
We knowi however, that they are gett almo;t 
the pub iahed price now. In other wo a I 
will put it t his W*f, Wickard, there has

1
been 

an increase in the price of steel since last 
year, despite the fact t hat the publi shed price 
has not adnnced. 

It 1a praotioallT the aue. In other words, 
thq are wipiDg out the conceuiona, 'llhioh in­
OI'MHI their return, bat 70U don't ltnCIIf what 
their return 11 nCIIf cc:apared with last 1M1" or 
a tlTe-rear anrage. I •an, the net return. 

lo, bat I ltnCIIf what their in- h. 

You go entil"eq on an inca. bull? 

I don't go entireq on that, but that 1a the 
thing 11hioh 1t aaaa up to fi.Jlalq. &114 I .. IU1"8 

that --· 

Leon, this 1a ent1req - 11 not entlreb' rel.nant, 
blat a1tt1ng next to hla, I would just lllce to C!:! oat an 1ntere1t1Dg fact1 tbat thl four 

.a and fitt7 ailllon doll&l"l that the Saute 
J.uraued the .&plclaltUre appropriation abcrn the 
badpt ..-J.a enctl,r IU peroent on the OOl'pOI'&• 
tica tax11. In other wordl, .. went troa twentr­
tGIIIP to th1rt7. It procluo81 four lnm4recl twentr 
aiW• 4o11a,.. 'llhioh 11 the aut aoant that 
the SeDate ha• increa•ed the &Dloaltual 'bill 
crrer and abcrn the IW-eau ol tlie Badnt. I •• 
Jut pointlDa 1t out. I •an, .. talk 1a 'blc 
fipe1 and wbat 1t •an• in •r.• aD4 eo tOI'th . 
1D4 ao on and ft are goiDg to P1 to holll lt 
to the other, but I juat thougtlt lt •• aa inter­
llting thing. I mean, thq rued the thing 
through and then tour hundre ana tiftr mlUoa -
whloh 1a au percent on all corporation and exoe11 
proti te tu:. 
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.lH TOU argulug,_ ~· Seouta,., that I should 
be in faTor of thla or that we should get !o~ 
hundred !lftr million? 

I juat want to be aure that when we go after 
that in the House 70u get the full appreciation 
of what it meana alnoe rou are on this committee, 
TOU aee. (Facetiouaq.) I u pointln.ct it out. 
I .. Te1'7 aerioua. If it paaaea, it will be the 
firat tiM that thia Co11g1"e11 haa inoreaaed a 
DOD-4efenae appropriation aboTe the Prt~idet • a 
ballpt. It bi.a JUt aa aoh to do with the 
iDoftaaea in ooah ad eni'J'thiJI« elM aa tM 
WD« that • are tal kine abcnat,-and aa S.C1Nt&J"1 
ot tie frii181'71 .I 4oa't -.nt to aha a ohanoe 
to_,. pt a .uttle .,..~. 

I QIIP&thise with 1011• 

That 11 all right. He h all right. He (Wickard) 
ttUa • he 11 ao all right that he has loat all 
h11 friend• on the Hlll. 

lD the oount,., too. I will ban to co• to 7011 
tor .,..th.T. You bnen't heard a aob atOJ'711t• 
Walt until l gin 1011 aiDe. 

I hanlll't uq QIIP&~ lett. 

I •• ukhg theae quutiona beoauae, on the taoe 
ot lt, lt .._ fili eoudl. You oan inoreaae 
labor oolta ten peroent without inoreaaiDg tM 
eoat ot the poctiaot to the eon-ra. It .... 
tw nougll. !bat ll'llheH I •• tptlnc to 4lc 
!Jlto thell peltlou, Dl'l the prniou priM 
.. prett)- Ji.lp. It ..t ban bea. 

'!h11 galla, Clau!e, PeprtltDh DOW - the gainl 
tllat oa. !Pea operatLDc at alaoat tull oapaolt,. 

Blat thq ba'ftll't been operatinc at tull oapaoit)-
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for long. 

Bo, in 1940 their rate of operation onq neraged 
e1ghtr, 110 the1 are at ninttT· nine now. 

In the fourth quarter theT nre about a hundred, 
weren't thq? 

Y .. , betnea DiuQ'-thrH 1.114 a h1alana. 

'l'hq .... ti&u'lll.l • a.unr1•• 1a tM fCIIII'th 
~ to bring lh.ll' ~-tw .U.U• aollars 
net Ulll tbat aa f1pP .. • a a!M~toar per­
oeat llula. 1llaeNu tu, aN .- opentlJic at 
a h1111becl. • 

It .... tall' -- .to - ~sea .,. tbe nate­
until 11111 haft ..ai. I 4o:l t 111 av obn•• 1a 
the worla tor ptt1ng 1t ana. 
Ch, no. 
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with the cooperation ot theae agenciea that 
can determine thue thinga it t e7 are ginn 
ti.llle to do it. 

Hender son: What do 70u think about thia -- .. 
Rider: Br that atateaent, I mean to appron that method 

of Cillg at it. It aeeu to 1M that troa~our 
ata ..nt of U , the data that thq han nn 
doea•t aake it certain that c.n increase 1 

uoes•U7· 

Henderson: !bat 11 right. 

Rider: It ;!h be, 1md what we are telllug th• 1a that 
n wi continue the present prio::A. aDd w will 
•tuaT th•, and it a oaae can be , it thq 
oan ahow - establhh later that an iDor- 11 
neou..,, we will grant it. 

H. L!. Jr: S,WTl 

Hillman: I think it 1a a nK sound approach. We think 
it will be a YeJ"1 t ne intlunoe on the whole 
labor relatione, tbl.t 70u don't Just aet tha 
thing, but it can be uptlat.a or inoreaHio 
Frca the point of rlew ot the O"''p'D;r, 1t h 
eYeD a TeJ"1 desirable thillg. 

Knudsen: Could 7ou Jake a better dechion on the balla of 
the first quarter atat ... nt? 

!lender eon: Bo, beoauae tha 11ft ooah won't ~ iD 11Dtll the 
aeoODd ~er. I th1Dt we will kiiGir at the 11114 
of the ir.t cter how well thq oan abaorb it, 
'but 70'1 aee, 87 haTe got tbia noatlOD pq IJI4 
tho-

Xnudaen: Daat 11 two llilllon dollars. 

Ginsburg: 'IIII'M. 
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ind then there is thia question of t heir da-
11Tel7 nte, whether t heir delhe17 rate will 
not be more nearlr elghtf-nlne percent th&n the 
ninet,r-tlve percent tli&t the7 have h&d, There 
are a nwaber of things in there. But it 11 .ore 
important to the ..all co.p&nies to aee their 
second quarter results, because the7 are the 
onu that have run out of their low-coat 11rren­
t017 &ll &long the liDe. . 

.lre theae -u ca.panlu non-integrated c­
pulu? 

Most ot thea, 711. 

ind they are high ooat produoera? 

Tnntr percent of the o&p&ol tr I aa ape&ld.ng 
about, res. Jll the steel ~&nles except one 
1111&11 one in Baltimore, &a I recall. 1he7 were 
out of the red l&st 7ear, But some of them were 
just out a ve17 -n aaount. 

Well, we have got t he aentllllent here. JIOIJ, 1fl 

have got one other one. 

~aT I .ate a little auggeatlon? It ae ... to .. 
that 1t rou are sure that the Mnutactur&r will 
han a f&ir hearing, fair oonalderation, &tter 
the taoh are known, lt .... to • that 10U are 
approaching it on a f &ir basil. 

1a rou probablrlmOIJ, we oopled this trca the 
all that nre udeL IOM of th• b7 the 
and laTf J6mit1ons Jj()ard and also b7 Baruch 
• various testilllozv- &I to the - hOIJ 10U aa­

ju.t the oeWng. 
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Well, it is not long until the 15th of July, 

And as I said, I don't think we will bring 
tham down below tho coat of production. 

The next one is, we fixed, with Ickes' 
concurrence and the appronl of the Presi­
dent When the coal strike broke out, the 
price of coali whether it was at the mine 
or in the who eaale Jarde or in the banda 
of the retailer. 'fe did thet btcau11 of 
the uncertainty aa to how long the strike 
alldlt 1'l1ll end how unfairly it aigbt affect 
a lot ot non-deftn~e industries end particu­
laJ'lT retailers. Knudun 's organiu.tion 
cann81ed aa to the dafenae lnC1ustrin and 
found that they had a aathfactory supply by 
_,- of anticipation which would carr1-thea 
and Ickes- .. 

'fell, there were spots . 

There were spots. Ickes' organication has 
no power to l'ix urla~aa and hea nothing to 
do irith retail. Bow, we hen got a situation 
in which there h likely to be a settl•m t 
toda.T or tcaorrow which will repreaent the 
northern operators with fift7 saae percent 
of capacity and there h about M

1
r;rcent 

which h operating, caapriaing oia and 
Kichigan and 'f&l'ious little groups that han 
•de a aettl•ent. 1ft said in our order thet 
wbtD there was a substantial tonnage at work 
that we would lltt that, and we are nry 
anxious to lift it becauae our policy is 
not one of trying to impost controls and 
olo1e administration but is to prevent ex­
ce11ea and to leave as much as possible to 
the ordinal'J transactions of business, as 
to what is to be the specific prices. Now 
'llhen that - if thet aettlement is made, we 

• 
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want to lift our ban with the ft~liJI« that 
aeYeral thinga will opel'lte to prote~t the 
oon11111er ancb the aall induat17. One h 
the approach of ftl'lll weather. The 11oond ia 
the prloe h alwqa protected b7 - acanhat 
bJ the ocapetitin fUel. 'l'bird, the 1Dnn­
tol'f, although it h ap:::~• 11 reaaozabq 
utlafaotol'f with th11 of relli!IPtioza, 
ud fodrth, the '10 peroent of o&J!oOiV tllat 
hu gone bact to wort oan .Ue all Merioa 
oaa ~;j!:!f barn 1D 1111 perlCMl &I 1-, u 
tU oaapenha oan hul lt. !h11 
.. 11 a rel&theq aiaple GU o pred to 
tU otur ou, uu1 U tflere &1'1 arq up~•­
aiou &DWt tb&t uthCMl, I 11111 be &J.&4 if 
fCIIIl waLl..U tha llCIIro Otht1'11111 W &1'1 
10~ to - that h the propoaal •• lntaa to 
foUGW. 

I • not 1111'1 that I underatana wb&t pll'­
oct&ce of the production will be 1Dwlnd 
1D thh aettlillent 7011 apota about. Fifteen 
peroent of the total 'l 

rutea penent of the total of the oount17 
and the 15 peroct 11 alreadf aet. 

t .. knCIIr llhat the 11ttl-t •• for'l 

Well, I tn• what the bub of ~ettl-t b. 

Ia 1 t ... 1Doreaae'l 

Ill, r••· 
It h the aoathel'll opel'&tora that haTe the 
blgeat tlot. It will lift ttu. .0 oata 
aore. 

!Del thq han ohoalll to go out of oonferenoe 
011 that. It 1a an age old atoi'J. I had at 

Regraded Uclassified



Rider: 

Hendereon: 

Rider: 

'll.ekard: 

HendereOD: 

l'lhi te: 

HendertODI 

- 25-

least eenn people working all the tlae 011 
the questiOD of the tonnage and geographic 
differentia tiona. 

Ia there &n7 baeie ot t~ortatiou caus­
ing the differentiation thne'l 

lot pe.rtloularlJ. 

251. 

!bat 1a the onlJ bade juet1f1cat1on I coala 
••• tor it. 

'lbat do roa think will be the effect 1lpOII tq 
prioe ot ooel. of the 11ttl•mt? 

It 11 going to 'be up. 'lUre b no doubt 
about that. · 

Leozat do IOU Ill the full illplicatiOIII of 
the lleoia OD that rou are mJ.Dc with reapeot 
to ateel? I think ther are a~r111t, but I 
1111114er whether ther aipt be O&lled to a ttlll­
tion aaain. fWo 801lthl fr• now 7011 are 
piDa lo 'IIDilertake to a.teallle 111aether or 
not U.. ft!'iou ateel ocapent •• are warranted 
1a 1aoreu1ng thalr price • tha bali• aa 
to whether or not thq are ptU. a tab 
7etvla tor their effort ana for . tie1r in­
Yeatei capital, et cetera. 'llbat 1lllfl are 
loJ.q", in effect, 1a 11tt1q a pattern for 
tJae utem1Jiation &I to wbat oautitut .. & 
fair return ud wbat oaut1t11t11 a r .. -ble 
woflt ud the reat. low, h that the 
llieotlon in which rou want to go'l 

!bat h not a general pathm. Tba ~a 
be a pattem oDb for an in41,1atl'f that was 
c:lpel'&ting at tu1l caroit7 and in which fOU 
bin got this ldncl o d1flerentiat10lll in 
ooat ud protitat an:,.u; talc• in the one 
'lUre w llaYe II&Cle r u intol'Ml eettle-
aent, that 1a baaed entirel7, not on tha 
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return, but on the faot that there ie a 
eurplua of capaoi t7 anilab}!J and it 11&1 
oonet1 tute a preoedant in a lar inclue­
triea, but we faoe t hb. 11 ocapared with 
the ooet aethod of detel'llination with the 
.UxiDg of 1et areina woh a• thq do in 
coal at the preaent U.., I think ihh 1e 
Doh to be praferrad. 

252 

Welll bat at &111' rate it 11 a TIPJ I.portant 
DOTU atep 11116 the GonrJaent 11 unUr• 
hkhe to introcblo• into tha fialcl of pri­
ftte enterprleal the .... cr1 ter1on ana the 
- couihrat Cllll that appq in the f1alcl 
of P'lbllc utilltiea, a fair rate UJICIIl a fair 
retilrll. It h a nrr ~t etep in that 
cl1Pect10Jl, and I a wonderi.'IC .Uther--

Ian' t there a clifterenoe, that )'011 are •kine 
a dec1a10Jl here of how llllch the lncluatrr 
1hould abaorb of an increase in labor coata'l 
W1 are not &l.aaing, JOU know, to reculate 
wbat happened befor~1 ao tbatJOil are not 
quite oalaltted to tD&t kind a thine. 
I. JOil are •1Jipl7 I&Jing here h a oaape'JQ' 
UD41r the old rule• oOilll inoraa1e the prioe 
with the increaaed labor co1h, and JOU are 
aakinc th• not to do it. low, the Mrninc• 
UJ be aore than JOU would eatabllah 11 a 
•tter of public pollo7, but JOU an not 
enterine into that b .. u.e- -

• will be at that dech1on. Barr7 ia right. 
• will be at that deoialCIIl when it ccaea up 
1n July aa to .Uther - we will be up againat 
their lclaaa of what a fair retvD h aa 
apiut wbat our• aig)lt be in a prioe ceiling. 
I dOll • t think that oan be n 2zided. 

lo, I don't el ther • I clCIIl' t think Jflll can 
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nola that. U yw go into puttinf price 
oeiliDga, JOU can't &Told getting nto that 
question. 

But I a WOILdering whether there UJ not be 
another appro&oh. I • not aure whether ;rena 
alpt no14 pattiaa it on that 'baab br 
~it rather a buphhg propolitlOD 
'beW.en'You &114 the ateel ~~~ b7 not 
atiAE ll; pll I 'llhat the 'ba1la of JVIII' 
U.lllODll. 

a.. t11111c I -w to aTOid h, 1daere 1oa 
.... ~ a - Qlo ·~ el-u, &114 pe.r­
Urlal'q *ere JW llaTe got a p1"111 leader­= llhatioa u ,.a UTe here,. I ant.a to 

' rtting 1a the a1114le in tal bupin-IJ!c. U.01t got in there aa it -. lutt 
"r nla~ queatiou llldoh I thoqht are 
popv for a prioe un1 t: to 1'&111. ~ thh 
ooal Wng--

I • Jut -aering, Ill'. Chaii'IWI, how 7011 
are p~ to arrin in the firat quarter aa 
to eether or ut 7'11 oan oca timll theJlan 
*loh J01I line outliaed here? I a&J, ter 
b7Ug1t oat for the tirat q'IIU'tll'. Hcnr 
are JfM goin2 to arrin at wliether or not 
JOil .. continue that plan? What kind of an 
l.Deatiption are JGIIl going to uke? 

Bot ore JGIIl lean, Ill'. buda~1 • I would like 
Jut Gill thing. Let ae ~t ~· thing here, ua I w1ll put thb other 0111 up while JOU 
an here. Can I get JfiOI' (GI'ta) idea on 
ooal, aboat lifting OIU' ban lt thq relliiiAI'l 

Tta. 

1111 JOII doaoribe the ban, pleaae? 
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We fixed tho price as of MArch 28 prices 
of all coal in the bands of minors, whole­
sale and retailers, and now we want to lift 
that ban if they go back to work. 

You fixed the price aa of !larch 28? 

'l'bat was it, and wo want to lift our ban. . 
Wh1 are you lifting it? 

Because they are going baelc to work. We 
onlJ fixed it on account--

Do you think coal will go down? 

I don't know. It might go up. 

He says it will go up. 

I think it will go up on account of the 
additional cost. 

But it is a sick induetry. 

It is a what? 

Not only that, it is Ickes' job to handle 
the question of what is the minimua price 
of coal. 

Does be have any authority to put the maxi­
mum price? Only the mnlmum. 
Ob, yes, be bae got the authority after about 
four months of investigation, and ours we 
can fix over night. How do you like that, 
Mr. Secretary. 

It is al l right, as far as I know. 

• 
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Row about it, Heney? 

I don't know enough about this, Leon. I 
would rather not - I mean, I just don't 
know enough about it. 

Jesse? 

255 

That is e:u.ct17 the way I feel about it . I 
don't know enough to be intelligent abollt it. 

ill right, we will just aake that killd of a 
reo ora then. We han got one other one, 
a.nd I will juat outline it 10 that we call 
dlecuaa it next week, That 1a autaaobiles, 
the question of--

Ia that 1lhT JOU wanted Kr. Knudsen to stq? 

SUl'e. (Laughter ) 

11 I underetand it, Knudsen has known tor 
... tw there haa got to be sCIU slwtting 
doa of the autcaobile prqduction, F!ftiou­
lulJ tor neclle&l'7 Mhri&ll end t 1 
like that, alld he h prob&bq in the ddle 
of 1t ud there are deohione that are prob­
ab~ soing to be taken fairlJ aoon--

'lhuredq. 

On 11b&t that 1a to be. !low, we are interested 
!rca two •tandpoinh, one of which ia whether 
or not there h coing to be all att•pt to add .a· addltioaal price to autaaobiles aa a 
JUUI of cvbi ng the uae of th•c or whether 
there ia - I want 70u particular~ to hear 
thh one. 

I 111 aorey. 

Regraded Uclassified



Henderson: 

Knudsen: 

Henderson: 

Knudsen: 

256 

- 30 -

There is a proposal that I ~Te heard that 
a rec011111end&tion haa been made b7 one of 
the companies to the Federal ReserTe Board 
for pressure as arinst consumer credit 
which would canpe the field - the shorten­
ing of tel'llls b7 the finance oanpanies and 
that would narrow the people, possible cua­
tcaera who could ~. It happena that I 
worked in that field, the consuaer credit, 
tor a P-"e&t 11&11,)' fe&rl. I aa coDTinced 
that 11Dl.eu it wu a n'l7 elaborate .~ 
Pl!nnlng clear back to nePJboq who loana 
.aq that it woal4D't nrk, and I don't 
re~ it u the ideal contl'ol aethod, md 
I IGD1t nppo1e fOil (budeen) do. You 
wwld like-to aq, •tbil 11 tao. .aJil' rou 
.ate, • rather than--

tee. 

I •• worried about that, and I uu we han -
.rJ IUOceuor frCII the Sage Founa.tlon, Bugent, 
u our expert, and I thiiill: he abi111 the 
Federal Riaern, and I think he alao •rka 
for 7flor people, .Jelle, 1n c-I'Oe, cd 
I -ted to a&J that we wanted to look illto 
that bum•• it there are rlDc to be aug­
geat1CJU ude u to oontro ot c--. 
oredit, thcr need to be gone into with great 
~er and \houghttulnen rather thaD beillg 
actopted OTernight, and I lib the aore direct 
appi'oaoh. 

I think {ou (Inudeu) underetand it prettr 
nll., bll I d14D't lalow whether the reat ot 
tha did. 

I IUppoae I will ban to aake 11q peace with 
the Seoret&l'f ot the Treasul'f. a-e wuta to 
1'&111 the exche tu md get the aame aount 
ot aoner on the aae production. 
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The question that 10u brina: up then h the 
handling of cr edit, whether we want to touch 
that or not ? 

Yea. 

Leon, i t would be verr helpful wherever poa­
aibl e if ;rou could not if;r the n.rious ma­
bera at least aeveral da;ra or more in advance 
of the apeciflc topioa that ;rou ar e going to 
tab up. 

Wore J1111 cae la, I naeatecl tu appoint­
.. t of a fllll U.. altel'll&te who 1101114 lr::D01r 
fi'CII ta1!rJ ., 111 th u. 

Yoa will MTI to aooept rq apol opea. I 
han to p acl ghe a talk. TOll 11111 parcloD .. , 
Sure. 

Sure. 

GoocllJTe. 

(Mr. biiUa lett tu oCDfereue. ) 

There 11 no propoaal ca tU pri" of auto­
.obilea, la theraT 

'ft:woe la 110 pnpoaal llllt laat .,.u1 facecl 
w1 th \;M ~t that thq ~t JI&Te i.JI­
creaaecl ooat iDc1 alao al&bt kTe 1 rac1Dcec1 
~1_., ~ laol'llaecl \(a alloat thr" to 
fov peroal:. I talkecl with budaa at that 
tiu, ana n cot Do where ai.JilJ, I W01llc1 
aq - there ••'t 11f1 KOOc1 place to talk, 
ana n 414D't bo1r the thlDf TG'J wall. I 
un lookecl late the lituat OD ai.Jice Q1llet~, 
lllcl wh& I cet to talltlJl& OD utcaobl1e 
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prices I think I will know a little more. 

What about new models? 

258 

Oh, n81f models - :you have got - there ie a 
whole aeries of questions that I would like 
to tell :you about sometime when we have got 
1110re time, make that a topic for thil group. 

Welli I mean :you can ohuge the IIOdel a 
lltt e bit and change JOV prioe, aacl JOil 
haven't got a comparable baaia. 

!bat is what makes it cliffiault to OODtrol, 
1a the matter of priot. Oil the other hucl, 
it JOU get an underatancHnf frca tu .lato­
aoblle Yanufacturers .1.1100 atlon that that 
will not be done, then JOil oan keep a oOiltrol. 

Well, 1f :you are going to get 1Dto thia, be­
tore this committee deoiclea to c1o 1tl Leon, 
I would like to talk with JOU abolat t beoauae 
that gets into the whole iQtltlon of ~la 
ot capital and the Treaa111'7 poa1t1GD &Del the 
'llbolt financing of the !rtu1U"J', 10 clon't 
let that jell until :you ancl I han a llttlt 
talk, will :you? 

!llat is right. But thb .. aore--

ror instance, it geta 1Dto thla wbole r.e•­
t10D. I mean, il :you aeecl - J011 have t gol 
cough materials tor. 1a tile Rtc.obllea1 
that is one thing, ether 7011 Wilt tba u 
toDtinue to ll&ke autaaobllea. It 1011 ant 
to choke them off thrCIIIIdl oreclit. belore_JOU 
ao it through the orecli l thing, l woulcl Ute 
to have plent7 of tiM to talk to fOU beoauae 
that would go to F1l.l houllag and u there are 
a million things that would go 1Dto, and U 
there i!bf!~g to be a ahortage of -eJ, 
than I the !rta•111'1' a financing progra 
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ocaea flrat and •• would like to be 51 
percent in that picture . 
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Well, -r reason for bringinr, it up todaf was-­

That is fair. (Lauchter) 

I had heard that there waa a deoiaion iDminent 
aad I did not haTe it officiallr aa I do now ' 
that it will be 'l]mpaclaf tat the7 are going 
to talk about what the autcaoblle Toltae will 
'be uxt 7~ • 

.. t'l 

Voltae. A.Dd I alao Hlltecl. to bring 011t into 
the open thh J'la01' that I had heard of what 
the proposal had beeD aucl. the proposal had 
canated frca the autcaobile cCIIIpi.niea and, 
aa I know and aiJi. people probabl7 know, t he 
handling of ina ent paper ia a pratt, 
delicate thing. When JP attempt to regu­
late the nUilber of aute~~obil" sold b;r te!'llll 
on inatalllllent selling, 1 t loolte to ae like 
the worat kind of ft7, and we coul.dn' t get 
at it frCIII the standpoint of holding the 
price in line. 

Unless we turned to the old method of lett1Dg 
prices rise and cutting out the 111&11 who 
can't afford to bu;y. 

And I think Mba Elliott' • d1 rleion and oer­
tain17 01U' Cirlllan Suppl7 Di'l'iaion wanta 
.... thing to aa;r about that. 

It r: tldDk of the inoreall 1n earaJ.Dp, 
tJaa 1nlll't atop lt. You will han to co 
alNOtq to the root of the probl•· 

1 a..•t 'bell.n I UIIAeratooa 7•· 
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Increased inccae wi 11 not a top it. Thq will 
p&1 the adell tionel coat a:dd i t won • t get 1ou 
11J:f oontrol. 

Do JOU want each Department repr .. ented at 
leaat •lli.lt' tiM? 

Yea. 

1 ll&ll »J! tiae with JOU'l 

Tea. 

.&aa that ia all Jou want of u todq'Y 

loa want a prloe II&D'l 

11 ll1lOh •• poll i ble. I w1111la. like to han 
... boq tllllillar with rour Depar1aenta who 
hu aooen to 7ou, to .lnfol'll JOU as to what 
11 goi.Dg on. 

What J~N. propo" to do? 

Tel and we will .. t up the proper &l'l'&llge­•nt CJIIJ'Ielna ao that that 11 •d• eaq for 
Jt.ia • 

....., tq 71111 _, call 11p011 u for adAU.ti~ 
~ ot oae kind or another? 

· '!'bat 11 r 1pt. We are al.Joeaq cloin.r that. 
fM faritf C-s.lliOD 11 pk'ng an fllnat1-
pt.J,tla ot 0011t1 ot procblo1n.r oopper in upper 
Jll~. We are workina nth tha Tracie 
a-I.HlCIIl on n.rioua thinga. We are working 
with the TreaiUPJ baolt aa4 forth. Bearq 
'""7 aglllOJ we han been getting ICD8 1Jl­
to...al ulp !rom, ana I woUld aq that aa we 
aon fUrther - for e:umpla, 1t wil waa14 han 
to t1x aGUthing related to an agrloaltural 
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product, aa7 a proceued pro!uot we would 
have to fix a price there, I wouid need aame 
help out of 70u people on the administration 
of that. We are able to handle now the 
ada1nlatration of a price--

! think I would need help too. (Laughter) 

I •• going to •1, •It ia the lau and the 
halt.• 

'h'ollble -•· as •- of the nhranallulr. It 1a't jut .t1x1ng that pr1oe, 1t h wk1ng 
1t atiot, and in tbo" eeconclar7 •tal• 'n 
li&Ye had pntq good luck. ~ tu •oJdn• 
tool thiDL .tor aaple, we ban cot two 
people. te han got tha llall that n,. tha 
IIOODd hand atu.tf--

U 7011 don't ldnd, I think 7ou han ginn ua 
anoqh to dlgeat toda7. 

Do J'OU han IJQ' idea what tiu 1t will be 
.tor .. et~? Weekl7 IUetinge? 

I 11011l.d like to han weeltq •et~. 

~re will be one next week, I auppoae. 

Do 7f1G. -.at a aeatillg 'llhan 70u ban ~t an 
illpOrtant cleoiaion to aalta? You do, don't 
7eiid 
U 1t ia higbl.f illportant, I will let 7fll. 
mow throucb fOllr alternates. If it h Just 
a reporting meeting where we report - I want 
us to report to 70u what we are doing. I 
ant 7011 to know what il going 011. 
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The a eeting could be attended either b7 the 
alternate or the principal. 

I ••1 we will want to know because it h the 
moat important thing we han got. 

Oh, it ia ney, ney close to all of JOU. 

1fh1 don't JOU .. t i t hmporarilJ, aq, for 
ll o' clock next TU••d&T? 

n ... en o' clock next TUudaT, and llr. Ginsburg 
will aot aa aeoretaey • 

• 
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SubJeot: '!'he tor tate and o1l• 

In r .. pon•• to JOilr Nqll .. t, I u eut.lttlq hlrew1~ 
• •110ranAU oa eM rat• Ul4 olle pr1ee eUuaUon, ouU1D1ac 
the oau••• ot tile re-t prtoe 1Doreu .. Ul4 ~ 4oMIUo 
aupplJ altuatlou tor lii41Y141aal oo-«ltlll 111 th11 pooap. 

You trill note •t \be hportatlon ot .a111 lllportut 
tete tad oll• 11 41B~ -, b11b 18p0rt 4utl•• Ul4 eaol•• 
tuu, whlo!l ln •- ..... aH equal to ~ prloe ot ~ 
oo.o41tJ in the torelp pro41lolac area. 

!he PP11l4ent'• prooluatlon ot Karob 27 put under ezport 
oontro1 (ett•oUn April 15) all an1Ml Ul4 nptable t•tl 
end o1l1, an4 o1l-bear1q raw aater1ale. Ooooaut oll Ul4 
oopra ba4 'blea plaoe4 llll4er ezport oontrol in the proolua­
tion ot Karob ... 
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!be Price 81tuat1on tor rata and 011• 

General reaarka 

Oommod1t1ea 1n the tate and o1la group haYe bean aaong 
the leader• 1n the abarp r1ee 1n pr1oaa ot baa1o ooaaod1t1ae 
that hae been under W&7 a1noa earl)' Pebru&r7. Pr1no1pal 
oaueee ot the pr1oe 1noreaeee 1n th1e group haYe been1 

(l) A r1ae 1n oon.uaer de&all4. 

( 2) 

(3) 

( 4) 

( 5) 

D1tt1oult7 ot 110rtng Rppl1H ot tore1p o1la trc. 
the Par kat an.d othar araaa beoauae ot tha ehortap 
ot ocean eh1pp1ng. 

A recent deol1ne 1n lard production, the etteot ot 
wb1oh 1e accentuated b7 a proapeot1Ye reduot1on ot 
about 14 per oent 1D the apr1ng p1g orop. 

Paaeage ot the lend-leaee bill, wh1ob ia expected to 
require quantit1ee ot lard and perhapa other tate to 
be lh1pped to England. 

Recent announoeaent b7 the Surplua Marketing Ada1D1-
atrat1on ot propoeed open market purohaeea ot butter, 
pork and other tara produote. 

(6) BeaYT bu71ng ~t oooonut o1.l, oopra and lard b7 Japan 
and au .. 1a d1U'1ng tha paet eneral 110ntha. 

(7) Inoreaeed epeou1at1n bu71ng aa 1nd1oated b7 an ex­
panded Yoluae ot tradlAg 1n the tuturee aarkete, an4 
b7 an apparent 1noreaee 1D 1nYentorT aoouaulat1on. 

Extent ot pr1oe adYanoee 

!be extent ot tha pr1oe 1Doreaeee &IIOJC the 110re 1a­
portant tate and o1le 1e 1ndloated on the attached !able l, 
ldlloh oo•paree reoent pr1oee with the Augult 19'10 lowe, iDd 
W1 th the annual anragee tor 193S, 1939, and 19-'10. It a&7 be 
mentioned that pr1oee ge.narall7 had baoo .. atabiU&ed durlng 
1938 and the t1ret halt ot 1939, following the epaoulat1Ye 
exoeeaee ot 1937 . In the euaaer ot 194o, on the other han4, 
pr1oea ot eo• tate and oUe were undul7 depreued b7 an aocua­
ulat1on ot world nppUee, due to the ololing or !u.ropean 
aarkete. 
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Situation• tor ind1Y14ual ooaaoditiea 

!allow 

Aa thown on the attaohed !able 1, tallow prioea have 
rtaen 107 per oent aboYe the Auguat l~O low, a larger 
tnoreaee than ahown b7 anr other ot the aeleoted tate and 
o1le. The aoat reoent quotation or 7. 25 oenta a pound 
comparee w1th annual averagl8 in the paat thrl8 rear• 
ranging tro• ~.6o oenu 1n 19~ to 5.72 oenu 1n 1933. 

A aaJor oauae fd the r 1ae 111 ~w pr1oea haa bl8n 
recent haaYJ all4 ..,.ralnent 'blqlJII b7 larc• eoap aanutao­
turera, apparentl.7 to ba114 liP 1nventorua. llUlJII pr1oea 
ot coconut an4 pala oUa uaa4 1n -P .al:l.JII, and a threat­
ened ourtallatDt fd 1aporta beoaua ot aiU:PPing abol"tapa, 
baa oauaa4 a aarlta4 111oreaaa 111 the d811&114 tor tallow. 
Glycerine, a b7-Pro41lot ot .cap aanutaoture, ie uaa4 1n 
aaltlng exploaivea. 

265 

Reported atoolta ot tallow in tbe United State• are 
relat1nl7 large ( ••• attached !able 2), Poununc to 
310,156,000 pounda on Januarr 1, 194!f.Aa• ooapared with 
~8,811,000 pounda on that date in l::rtV, aD4 202,~53,000 
pounda in 1939. Theaa 1nolu4e etoolta held b7 aanutacturere, 
i n storage! and in traneit. !he next quarterly figure (ae 
ot Xaroh 1 w1ll abortl7 be 1aaued b7 the Bureau of the 
Cenaue. 

Al"genUna U a lare• pro4uoar ot tallow aa a product 
ot ita oa\tle and eheep lnduatrue. !he eubatantlal quan­
t 1t1ee ot tallow no...-117 exported b7 Argentina are indi­
cated b7 the attached !abl~, Whloh above export• ot beet 
and autton tallow tor the ee year• 1938, 1939, an4 1~. 
Exporh tor Janue.J'7 an4 Febru&r7 1~1, given in the table, 
ahov a large deollne troa tboee in t h e oorreepon41ng aontha 
ot the previoua year. !hie 11111 i ndicate that atooke ot 
t allow are aoouaul.atlng in that oountrr. 'fallow waa one 
ot the produote under oona1derat1on in t he propoeed trade 
agreement nth Argentina. 

'fhe importation of tallow into the United Statee troa 
Argentina and other oountriea ia reetricted b7 alaoet pro­
hibitive tarlth on laporte. AD aport duty ot t oent a 
pound and an exoiae tax of 3 oent• a pound on 1~~porte 
(l1ete4 1n table ~), together aaount to about one-halt ot 
the preeent ao ... tio prioe ot tallow. 
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!he reiiOYal or both the abo•e-unuooed lt•1ea 1IOuld 
approxl .. tel)' double the p~1ce which could be paid tor 1a­
parted tello• landed 1n the Un1 ted 8'-tea. 'fer, 11 ttle 
reYenue would be loet b7 euah aot1on, Judging troa the tact 
th&t the coab1ned 1aport dut7 and exo1ee tax on our laporte 
of tello• during the calendar 7ear l9llo a110unted to onl)' 
$~7. 950· 

United Btatee laporte of tallow 1n l94o (eee !able 5) 
aaaunted to l, )70,000 pounde. or th1a uount, 577,000 pounda 
oaae rroa Canada, •28,000 troa AJos-nt1na, 319,000 troa lew 
Zeeland , and ~.ooo rroa Auatral1a. 

Pal.a oll 

Deap1te an 119 per oent 1noreue 1n the prloe or pa1a 
o1l since laat Au&\lat, aa ahown 1n !able l, the price baa 
not 71t reaohe4 the anragw pr1oe of U7 or the paat three 
)'&art. 

Pela o11 U larpl7 uaed to eoap •lt1ng, end U !a­
parted abtefi7 rroa the .. therlanda In41ea, the Belgian 
Oongo, and 11ger1a. It 1a dut7 tree, but eubJeot to a 
3-oent prooeeetns tax, exoept tor the exeaptlon or pala oll 
used 1n tln plat1ns. Stooke or pala o1l ln th1e oountr, on 
Januar)' l were 110deratel7 hea'f)'. (8" Table 2.) In reoent 
aontha the ahortage or ooean ahlpplng, oaua1ng a proapeot1•e 
ourta1laent or laporte rroa the letherlan4e Eeat Indlea, baa 
been a bulllah prloe raotor. 

!£:! 
A. 6o per cent tnoreue tn lard prloea alnce last Ausut 

hu oarr1e4 thea eubetalltlall7 abon the a•e•"'!oP prlcee 1n 
1939 and 19~. but not u high aa the 19311 enrage. The 
prloe 1noreaee hAe ooourred deeplte an acouaulat1on or lard 
atocka ln thle countr, to the h1gbeet rtsuree on record. 
Stocltl or lard 1n etoraf8 on ~~arab l (•" Table 2) reached 
the record t1gure or 325,~2,000 pound•, wtilOh ooaparee nth 
the relat1'fll7 hlgb ttgure or 256.~,000 pounde • 7•ar 
earlier, and eubetant1all7 eaaller rtsure• 1n preY1oua 7eare . 

Recent bull1eh prtoe taotore tor lard 1nolude: 

(l) A. deol1ne 1n bog aarket1nl' during the earl7 part or 
th11 )'ear, nth a oorreepondlng decline 1n lard 
produotlon. 
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(2) !he proapeot or turther 4aolinea in lard production 
next tall and winter, due t o a proepeot1Ye reduetion 
or about 14 per cent in the apring plg crop. 

(3) fbe probabili ty or hea•y lard thipaenta t o England 
under the lend-leaee act. 

(4) Hea•Y buying by Japan during the paat ae•eral aonthe . 
Current preee reporte mention that a traln or 100 
oarloada or lard, bought by Japan, wlll aoYe abortly 
rroa Ch1oago to the Paoltlo Coatt . 

(5) Recent announoeaent tt&~ tha Surplua Karkatlac 
A4a1niatrat1on propoaed t o buy pork 1D the open 
•rk•t at prlo•• abon thoae ourrentlJ preYalllac. 

Ol1n o11 

The price or ~· pro4uot <••• hal rlaen 6o 
per cent alnoe ita Aucu•t loa t o a abo•• 
the an rap• ln &DJ ot the p!'fl'lou• tlu'ee ,,.,.. , ""' •'" • be­
cauee or thl Ylrtual ellalAatlon or It&lJ at a 1ouroe 
aupplJ. fbe dlll&ll4 ba• ooDIItqUIDtlJ helD 41nrt14 to other 
vegetable oila, helplnc to ra1•e prlol• ot tholl fro4uota. 
Stock• or ol1n oil at the beg1DD1D& ot the Jl&r aee fable 2) 
were unuauallJ hi&Y7. 

OottoD .. I4 oil 

A rile ot 58 per o1nt 1D thl prlo• ot ootton•eld oil 
ll.noe the Allgutt low ( ••1 hal oU'l"114 1t tharplJ 
aboYe the •••rage lnel• tlu'el JHH. ISpeo-
ulatlYe aotlY1tJ 1D Chi• oo..odltJ hal apparent17 lzp&D414 
aharplJ, Unoe thl YOl ... ot tuturt• trii41D& 1D oottoDIIel4 
oll durlJIC lfal'Oh nbetaaUallJ exoe1414 the pHYioul reoord 
Yolu.e eetabll•ba4 1D De..ablr 1936. 

Do••tlo oottoue14 oU at thl beg1an1ag ot 
the Jeer ( '" "" aot1qjtabl7 below thole ot the 
prnloua two 111 taot nn tbt lowelt tor tbat 
date unoe tlu'ther ballllh taotor 11 the po .. ibll-
i tJ of a ill the oottoll orop thU 7t&r bJ GoYti'IIMnt 
ertort to 11 alllloll bale• or le•e, wblrea• the noraal oon­
euaptlon of ootton•••d oU requlrtl a orop ot around 12 
aill1on bal••. 
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Soybean o1l 

The price ot soybean oil (Table 1) hat r i een 44 per cent 
since ita August low, and the current price exceeds the average 
prices in any ot the past three yeare. I n addition to the 
gener al bullish factors attecting priou ot all rata and ells 
the price ot soybean oil has been strengthened by an indicated 
reduction in the domestic acreage or eoybeana tor commercial 
ueea this year. 

The producti on ot soybeans and soybean o1l in tb1a country 
bas expanded raiUdlT i n recent :rear•, and thJ.a o1l hae becoae 
a leading competitor ot cottonseed oil in the edlble oil aarkete. 
About 90 per cent ot our prcduot1on goee into toed ueea. Vhlla 
etocka ot eoybean o1l at the beg11l111ng ot the year ( 'l'able 2) 
vera at a new record high tor that date, thia partly retleota 
the rUing trend in ooneuapt1on. 8oae eotbean o11 baa 1n past 
rears been iaported troa Japan, ~want.ag, and the letherlande. 

Coconut o1l 

The price ot coconut oil baa rieen 30 per cent above ita 
August 1940 low, and ie now selling eubatant1ally above the 
average lavale ot the paet three yeare . (See 'l'able 1) 

Praot1oall:r all ot the United Statal euppliaa ot coconut 
oil come trom the Philippine Ielande (largely beoauaa or the 
preferential prooeasing tax), either aa oil or aa copra, troa 
vb1ch t he o1l 1e axtraoted. It 1a alae produced in other 
cou.ntriea ot the Far &aet and in Atrioa. The price ot coconut 
oil baa been etrengthened over the past eanral aontha by heavy 
Russian and Japaneee buying ot oil and copra in the Philippine 
Islande, and by the curtailaent or ab1~nte to the United Statu 
because or the lh1pp1ng shortage. Rueda, earlier in the year, 
1e reported alec to have bought coconut oil haartly on the 
Pacit1o Coaat. 

Stocke ot coconut oil i n the United Statea at the beg11l111ng 
or the year were at an unusually high level. (Bee Tabla 2) . 

Lin teed oil and tung ( ob1nawood) o11 

The deaand tor theae two o1le, used largely in paints and 
varnishes , hae been strengthened by the building boca aaeociated 
Vl th t he detenee program. Supplies on the other hand, bave been 
restricted by the ebortage ot ocean ab1pping which baa inter­
tared with i mporte ot tlaxeeed troa ArgentinaL and br a sharp 
decline in reoeipta or t ung oil troa China. Tba reeult baa been 
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a 25 per cent increas e in the price of l1naeed oil einca the 
Allg\llt 194<1 low, and a 13 per cent incre .. e in the price of 
tung o11, carr:ring beth aboTe the aTer~ pricu in an:r ot the 
preY1oue three :reare. 

Rougbl:r one-third to one-half or our total conauapt1on 
ot flaxseed ie produced in the United 8tatea. The reet 1e 
usually imported almoet entirel:r from Argentina, but during 
the past :rear an appreciable quant1t:r has aleo come from 
Uruguay . Tbe i mport dut:r of 65 oents a bushel 1e about equal 
to the preeent price of tlaxeeed in Argentina. . (Ma:r tuturee 
in Bueno& Aires on April 10 were 69-7/t. oenta• in Minneapolis 
.l.t.6t.) • • 

Stocke of UDI-.4 and tung oil in the United ltatee at 
the beg1DD1Dg of th11 :rear were about nor.al. (lee t.ble 2) . 

Butter 

A rue of 20 per cent in butter prloee alDOl laet .bgut, 
vh1le partl:r due to eeaeonal 1ntluencee, bee oarried pr1oee 
abon an:r 110nthl:r enrage tor thU UM of :rear e1Doe 19:H. 

Butter prloe• haTe been etrengthened b:r thl rlee 1D 
oonswaer purob.aelng J)OVer, and aore recentl7 b:r the propoeed 
plan of the 8urplu1 Marketing Admin1etrat1on to bu:r batter in 
the open urut aroWid current levele, vh1oh voul4 operate to 
prevent the aoraal epr1ng and awamer prioe deol1ne. Unueuall:r 
low etoclte of batter ( eee Table 2) ban alec been a ballleh 
lntluenoe. 

On the other h&Bd, it eeema Ultel7 that the production 
ot da1r:r pro4uotl th1• :rear aa:r eetabl11h a uv high record. 
Milk produtlon, wtlloh establ1ehed a record in 1~, .. , at a 
nev high lrrel on llu'oh 1 th1• :rear, about 3 per oent h1gtler 
than on the - «ate laet :r•ar. 

Peanut o1l 

!he prloe ot peanut ell above the lean rUe of an:r ot 
the aajor produotl 1D the tate and o1le gl'OUP, he1'111S p1ne4 
15 per cent elnoe thl August low. A depreulag pr10e 1ntlunoe 
hse been the unueual17 heaY:r doaeet1c production of peanut oll 
last :rear, vbloh reeulted 1n a record acouaalatlon of atook• 
at the beginning of 1941. (See Table 2). 
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BLS quotation• 

Tallow 
Lard 
CoUonued oll 
But ter 

Depart .. nt of 
A8J'1oul tura 
guotat1ona 

Pale oll, 
Sueatra, II. Y. 

Olin oll, 
edible, II. Y. 

Soybean oll, 
ret., N. Y. 

Coconut oll, 
edible, II . Y. 

L1neee4 oll , 
raw, N. Y. 

Peanut oll, 

Table l 

Prlcea ot aelecte4 rata an4 ella 
(Cent. per pound) 

; Annual •••rage• 
. :luguat APrll 9 . . 

; 193!! :1939 
. : l9~ 1941 • 

:!940 ! low 

5. 72 5-55 4.6o 3.50 7.25 
4.67 6.92 6.03 5.30 8.~ 7.93 6.59 6.18 ~·35 8. 

27.10 25.31 24.69 2 .50 31.75 

&a Dual ......... :liiguat 4 : :' 19~ April , 
:1!]! =~l2 :12~ : low 1941 

6.1 5.7 5.4 2.25 4.25 

26.0 26.3 32.0 31.33 !)0.00 

8.11- 7.6 7. 6 6. 62 9. 50 

7.65 6.85 6.25 7.50 9.75 

9.1 9.3 9.7 8.50 l0.6o 

270 

Percent 
1ncreaee !J 

107 
6o 
58 
20 

Peroent 
1noreaae !J 

89 

6o 

44 

30 

25 

15 ret., 11 . Y. 10.2 9.4 8.8 8. 50 9.75 
Tung oU, •• Y. 13.5 21.0 26.J 25.75 29.00g/ 13 

~ Increaae oYer IUCV•£ 1940 low. 
Y llarch U , 1911-1. 
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!able 2 

Stooke ot selected tate and o1le 
aa ot Januarr 1 

(In tbouaando ot pounde) 

1939 194o 
Butter 128,770 55,462 
Coconut o i l 216,570 191,022 
Oott oneeed o1l 783,,24 7~7 ,179 
Lard 1071 21 1 2,105 
L1nae~ o1l 141,603 142,457 
OliTe oi l, edible 4,950 

150,650 
8,S27 

13~.~~2 Pala o1l 
Peanut oi l 
Sorbean o1l 
falloW 
Tung o1l 

Butter 
Lard 

2~,557 2 ,2 6 
7 ·409 ~,562 

202, 53 ,Sll 
61 ,189 )1,4oO 

Stooke of butter and lard 
aa of March 1 

(In thousands ot pounds) 

1941 

41,497 
~7,~97 
~:o~~ 
153,820 
~,94~ 1 ,68 
;1·1~ .5 

310,156 
57 ,12S 

Bouroe1 Butter and lard tro• Agricultural Marketing 
SeMice; others tro• Bureau ot the Ceneua. 

271. 
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!able 3 

~allow lxpone tro. Up11U11a 

(Ill tbou~~a~~de or POIIII4e) 

Year 

19}8 

1939 

194o 
19'10 - J.-rr 

hila • ., 

1~1 - ,.. •• ., ...... , 

• 

s .. r fallow 

50.7~ 

80,8119 

~.o&t 

l:H= 
1,115 
~.172 

I!NUOII fallow 

791 

1,~ 

879 
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273 

'fable ~ 

~tlea and taxta on 18porte4 tate all4 olla 

B11tter 

Cooonut oll 

1~~ pe~ pound duty 

2- per pound duty, 2!!!. 
3- per pound prooe .. lac tax oil laporte fro• 

the Pb111pp11le Ia1all4a or other poeeeaalolll 
of the Ullited 8\atll , or 5- per poall4 prooeauac""Tax oil other t..por\1 

Cottonued oll )- per po'U4 411\1 

Lard )- per pound 411\1 

L1n~te4 oll ~ per pou84 4atr (Flanlld, 65!1 per buehel duty) 

Olln oll 

Inedible 

E41blt 

Pala oll 

Peanut o11 

Soybeu oll 

fwlgoll 

llutr free 

·- per pound 4utr (peokaill ull4ar ~ pow141) 

~ per poull4 4uty (paokapa ~ poull4a all4 onr) 

llutr free, 3tl per pound prooeai1DC taz 
(Uae for t11l platlng eze8pt) 

~ per poull4 4utr 

,._ per pou4. duty, but 110\ le11 \hall~ a4 '1'&1. 
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Table 5 
~ 

~ 
I8p0rto or ooloote4 rate 0114 ollo tor 4o•ot1o oono~pt1on 

.1 oJWar1 1 C)IIO to 4o to 

(In thouoanda or po~•Nio) 

tilng !oar and :Coconut: Cotton-! Llnaeii: olin Pil• :Peanut: 8076iant 'l'allo•' 
aonth : oll :oood o111 oll oll : o11 : oll : oll : : o11 

~ 16,154 an ar)' ~~~~ - 3.564 1,, 730 51 19 125 
rebru&r7 2 ,2 5,620 S,l 1 ,156 417 1 ,343 2 7,262 
llaJ'ch 34,266 110 5,061 14,936 311 a a,as6 
April 34, 977 9,5~7 14,a9£ ~~ 1,372 235 1,2u ... , 18,150 3 13,2 7 23,20 a - 11,8 
Juno 26.~29 2~ 1 12,4oa ~:~b4 211 10 428 14,874 
Ju17 36, 59 2,7 a,6o7 JI ' - 18,721 
Ausuot 26, 2~6 135 6,175 27,~2 9,941 
lloptoaber 21,684 2,r,~ 

1 1·7~ 24, 3 
1U ~ 

l,t~ 

October 36,157 - ,78 1 ,312 187 4,414 
• o.aabor ~,412 4 4,107 12,081 63 2,0~ 272 

1,m Doooabor ,224 4 2,689 16,239 150 121 

!otal }70, 683 12,030 10 84,099 225,035 3,120 4,~ 1,:no 97.oll9 

ffifr anuar)' 22, 157 4 1,~ 21!-,021 1ij 9n 
Fobruar7 32,207 11 1,976 24,646 5 lSO 

Source : Department or Commerc e . 
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Jeeae Jonea gaTe .. th1a at the 11 o'clock 
meeting toda:y • 
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• Ginn to the Secretary by Mr. Jeaae Jones 4/14/41. 276 

(COPY) 

.lpril 14, 1941 

IIEilO!UI~DUll. 

The British American Tobacco Company holds notes 
ot the Brown and Williamson Tobacco Corporation of $10 500 000 
and preferred stock $4,000 ,000. It iroposea to sell to the 
Brown and Williamson Tobacco Corporat on all of the co11111on 
stock of the Export Leaf Tobacco Company I. a Delaware Corpora­
tion, and all of the preferred stock of ~aith Paper, Inc ., a 
Delaware Corporation, for $5,500,000. 

The RFC could lend then three iteu, which aggregate 
$20,0001.000. The aone7 would in that n7 be u.de anilallle 
to the ~ritiah .laerican Tobacco ~oapan7 and the dollars re­
captured b7 the British. 

The Brown and ~illiauon Tobacco Corporation also 
owee the Guaranty Trust Coapany of New York $15,000,000. 
lith thia consummated they would owe a total of $SSLOOO,OOO, 
$20,000,000 to the RFC and $15,000,000 to Guarant7 '!'rust . 

The RFC would hold the note of Brown and Williamson 
Tobacco Corporation and would require all of the capital stock 
to be pledged with us ao ae to make it entirely within our con­
trol until their debt to ue and the Guaranty Trust ie paid. 

I understand it to be the opinion of Brown and 
Williamson Tobacco Corporation officials that $35 ,000 ,~ 
is about as auch aa they could get for the propert)' on forced 
sale, and possibly more . MY own opinion is that we could, 
if neceaaary lend thea $25,000,000 instead of $20,000,000. 
That would gln the British that IIlllCh additional aoney with · 
which to meet their commitments for purchases in this country. 
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H.N.Jr: 

Operator: 

H.M.Jr: 

Merle 
Coobran: 

H.K.Jr: 

0: 

B.I!.Jr: 

C: 

B.li.Jr: 

C: 

B.M.Jr: 

c: 
B.M.Jr: 

C: 

B.M.Jr: 

0: 

B.M.Jr: 

Bello. 

CoohJ'an. 

Kerb. 

April 111, 1941 
12:27 p.a. 

'fea, llr. horetal')'. 

WOill.4· JOU &et 1n touoll WUh llr hec1er10k 
l'b1ll1pa an4 au h1a 1t ba ltnove ret wat 
be thlaka be oan set t• Brown anc1 
ftlllaaaon 1f ba eol4 u out:r1&btt 

I .... Wbat t~aer ooul4 set lt \beJ eol4 
U outrlpt. 

'faa. I -· eold \be oontrol ot the 
buelnaee. In other wor4e, lt the Br1t11b­
._erloan !bbaooo CoapanJ eo1d \be1r etoot 
1n Brown an4 Wlll1ueon, do \beJ know Jet 
wbat tbeJ oould get tor 1t. 

. I eee. 

lot going ~oup \be R.r.c., JOU eee. 

r... lot SOlD& throup the R.r.C. 

lo, 1t t h eJ went to pr1Tate bankere. 

All rlpt. 

4114 1t he tnowe, let ae know. 

All ript. I ban a letter thle aorn1ng 
tro• 81r IE4Wl'4 Peaoook that g1Tel that 
- whloll he proalle4 to eend 4Dwn. 

All r1&bt. You hold 1t. 

You 4on 1t want 1t ret. 

I 4on' t want JOU unUl I han a bre~ns 
epell. 
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Cochran: 

H.M.Jr: 

- 2-

Be& pardon' 

Aak l'ephiDI '0 '1YI JOU an appolnt .. Dt 
ftaDIYII' I baYI 1ftHD UDU\al fl'llo 

278 
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APR 14 1941 

To: llr. He.rry Hopkins 

From: Oscar Cox 

Subject: Lend-Lease lid tor lxile Go-n~l'DII8nt• . 

Lt. Col. Greenbaua baa en idea which 'M1 be of 

some paJChologloal Tal.ue. 

The idea ia tor the President, tor e:cuple, to 

call to~ther t he repreaentatiTII of the exile GoTern­

monta ot Norway, Holland, Belgium, Poland, Denmark, etc., 

to announce that these GoTernmenta are receiTing Lend­

Lease aid. 

The defense articles so aupplled would doubtless 

be integrated into the B:rithh nr ettort, and it would 

ulce little--it ~--net difference· in the UIDunt ot •te­

rial aid reoeind -n Britain. At the aame time, thla 

action might well atitten the morale of the peoples in 

t hese oountr i ea. 
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THE W HITE HOUSE 

WASHINGTON 

o .. r liT. SecreUJ71 

Thank 7011 for your l.tter or llarcb 12th coneerr.int; the 
o~ratlona or the Liaiaon COOEithe ! or tJ ,e coorclination or 
tore11:n and ~.tic ll!litaJ')' purehaau. 

I would Ulce to thank thh cca:d.tt.ee tor tha ~one which 
it hae done in the peat year, c.r.d MJ I tJC!>reae rq ap .. recia­
tion to you tor your aincere and contirNOUa errorta to Illite 
war •te~ aniUl>le to thoN ccuntr lea defflldl.n, theuelna 
a,;ainat a~aaor nationa. 

11-le *'"' or t he Liahon ~ttff u a coordin&tinc. bocl,r 
~or :ord1.n an4 d.-atic llil1t.lo17 ,..urct.-.. u 11 no lon~er uoet\&1 
t inct the 11•1\inr or the Lend-Lean Aet and will be ciiteolvtd. 
Purchaein,; o'Perat1bna by UJ. countries in tho Lend-Le11e area 
will h w;>ervhecl by Kar17 lfopkina, and euch oparatl ona b7 all 
other c~untriea whi ch .uat neceaaarily lnvolv• consideration or 
Cor.icn polic;t 'Ifil l h ~roctated by the De;.art .. ont or State . 

1l'• llonora.blc, 

Tl:f' ~cr<:l.<t r)' or the Tre~•ury. 

• 
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TREASURY DEPARTMENT 

INTD OI'P1CC COMMUNICATION 

DATa April 14, 1941 
llrS · !Clotz TO 

'""" llr. Worgentbau 

Please aee that I get in touob with Senator Glasa 

tomorrow, 'l'Ueadq , aJI4 aak b1a when be wil l giTe me a 

beariJI&. I -uoned to the PrNldeot at l UD.ob toda.y 

tbat I waa golD.I to teatlt.r on the bank boldlJI& ocap«QJ 

bill and, -oh to Ill' II'U'priae, be ae•ed pleased. 
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4/14/41 

91'l~1aal ot thla ginn to the President 
t110taY bJ IDI,Jr. The Presi dent 

interested and said he waa 
at his press conference. 

' 

\ 
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April 14, 1941 

The President said that HM, Jr should talk with 
Colonel Knox about this at lunch tomorrow and see if 
he can settle it. 
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April 1, 19U 

TH1 SECRI'r!RY OF TR1 'fiWSURT 

'fo lptak to .. about. 

r.D.a. 
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COPT ----
II.VT DBPAIITIIiit 

Of lice of the Chief of lanl Opuat1cm1 

W.lSHnmotl 

17 llarch 1941 

liEli>IWfDUK FOR THE S!CRI'l'ART 

The Cout Guard in tiM of war b tabu OYer '117 the 
lla~ aud aq be in tiM of peace wheu 10 cllrected 'bJ the 
President in an tMrgellC7• The plan b to han the Coaat 
Guard continue ita u1ual tunotlcm1 and an'»htratlcm tJuooada 
the Cout Guard Beadquuten in Wuhlllncm in Uabcm with the 
Ra~ DepartMnt. In thh UDDer it will operate eOMwhat ae 
does the Marine Corp1. The Coaat Guard di1trict 11t•ap baa 
reoentl7 been raT111d to haTe the Coa1t Guard Dietrict• 
oorreepond al.oet exaotlJ with laTal Di1trlct1 geographicallY. 
The Coast Guard Di 1triot Cowp•nder will, when the Coa1t Ga&ra 
ia taken OTt!' 'bJ the llaTJ report t o the Dbtrlet C ndat 
and will work UDder the Dletrlct Cgwe~ant, oont1DR1Dg to 
adainiater Coa1t Guard affaire a1 in peace tt... The ailitai'J 
control of the Coaat Guard will1 howner, confol'll to laTal 
Dlatr ict requir-ta, and the coaat Guard L1pthoue Senioe 
Teaeele andl>ort Captain• will be UDder the cODtrol of the 
llnal. Dbtriot C~dant. Port Captain• .Ul cODtinae their 
existing function• 10 that the7 __, dieoharge their dutie1 ae 
required under the Secretai'J of the Trea•UI'J! or their allitai'J 
duties aa required under the Di1trlct Co..an~ant tor the 
Storetai'J of the llaTJ• .l plu to effect th11 hal been lllde 
in cooperation with the Coaat Guud. 'l'he Coaat GU&I'd will ccm• 
tinue the11 tunctlcm1 which are di1charged nol'llallf tor the 
TreaaUI'J p.part.ent

1 
a• the dutiee of the Captaln of the Port, 

tor exa.ple, in pol1c1Dc harbor• and a11ignlng anohorare•, 
exercise of control OYer the handling of exploliTII and oo.­
bu•tiblel, 1to., in the harbor•• 

In c•n•ral the routine peace-tiM dutl11 of the Coaat 
Guard will continue to be pertoi'Md 'bJ the Coaat Guard llllder 
the direction of the Co-e1ndant of the Coaat Guard with a 
llint..a of change. 

(Initialled) s.a.s. 

F.D.R. 
Thi1 10UDd1 o.t. to ae. 

'·'· 
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! prll U, 1~1 

! 01 The Preei4ent 
FROU1 The Seoretal'7 of the freaeury 

!he tollow.Lng ellbo41t1 1Q' un4eretan4ing of JOur 
nrbal iutruot1o11e of thh 4a7 wi th rtlpect to the 
uelgDMDt o! oertalll equip.n\ alii tunotlcme of the 
Cout Oua1'4 to the laYJa 

11th the uoept1011 ot tho .. nueh which an tl­
peoiall7 a4apte4 to uae aa ioa-bre&kere, ana with the 
exoeptlon ot outtere llee4e4 for operat icme on the Great 
L&k11, the entire ll&goill& tlt1t of the Coaat 0111.1'4 to­
gethar with the 11eoeaaar7 peraonnel to .an i t will here­
after operate at a pvt of the Ia")' UD4er the Chief of 
NaTal Operatio111. 

The 11ora.l operetlon allll •lntuanoe ooata of the 
l'lllell ot the Coa.t GuaM whioh al't to operate u a part 
of t he la"f will be 4ttra,yt4 troa Coaat 011&1'4 approprl­
atioc.. W :lor alterat10111 and ather UDuaual ooata to 
fit the abon pa for 1&'7 11nlea will be btrllH froa 
1&'7 approprlat10111. It nMt11&1'7, leglalatioo b to be 
obt&lllt4 to anthorlaa thla. 

focether with the opuat1011 of the prt~ut aaa-
goillc tltlt ot the Cout G1ari thl 1&'7 will tab OYer re­
rt~pODalbi.l1t7 tw (1) ott-abort rt~na aD4 aaallt&llea work; 
(2) weather obaenatlOII rtrolJ (3) lltri{lg S.. u4 ilaab.n 
patrolJ (' ) illtel'Ditlona lot petrolJ (6) Gree11laad patrolJ 
{8) tl'&Diport aD4 aupplJ aanlot to l'aoltlo equatorial 
lalan41J {7) ott-ahore neutrallt7 patrel. 

With the abon uoept10111 the Coaet Guard will 1'1-
tain i ta prttut organiaatlon, t\lllotlcme an4 equlp11111t. 

• 
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tM r.eu .. llhie tu c..t o..t w111 ... u ... 
tt ptrfora 1Atllllt the ftllllftJICt 

(1) W lA•t!Mrt ullttaDtt wwlt. 

(a) All lltl'theat ahlp ••trol &U ather btl11 
pertoi'M4 117 Captalu ot the Pwta. 

(a) o,. ... u .... •atuaa .. , repaul .... tntu. 
u4 lenltJMDt of lipthoi!IN 1.114 etUr a Ia te ••lp­
u •. 
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(6) w a.u. • u. ~nat Lake~ ••• u1 tan•• 
witkU tM ..... ., .,..,_ of tM C..t hart. 

(I) l_.,a. ..,•1 1a 1atar1• Ull ... tal •tan of 
u. lldW nat., '"'"''Ill tM a. .. t ..... . 

(I) ~ et MN!Iut ..,.1M ui Ctut o.ut 
,., .... 1. 

Jtul,...t te " "tala .. bJ the c.,t ._... .w 
1Mlw• 

(l) W Jl'•••t Cout !hut ablrt NtaiiUa' ata. 

(I) W Caut hut all'....tt. 

(I) W .tW tlaatliiC ul abtn ttul,_.t •n••'PJ 
te tM ,.ta ua et tM tatu ... llat .. •""· 

AnlmDt 

.&fl'1l • lJU, 
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!he f11Mt1 .. lhJ.ah th. Coaet OuaJot wlll ooatilnao 
to per fOI'll 1Dol114e tho followliiCt 

(l ) m la-ohcr• uohta.Doo work. 

(a ) All MI'Ohut ohip o111trol &114 other 4ut1oa 
pertor.-.4 bJ Captalu ot tho Porto. 

(3) O,.ntiOD, •lntoDUoo, repair ouotnet1011 
1114 lnoloJMDt .r ll&hthouoo od oth.r alh to ••1p-t1•· 

(') All bt111 011 tho Oft&t Laba •••111 talllllc 
wl.thiD tJie • ..,. el epen\1011 of tJae Cout QwH. 

(I) I..-'- kh& lD 1Atv1or u4 ooutal •ton ot 
U. UalW It&t., '•l,.,'D& the Great Labl. 

(I) fnlalac of urohut -.riM ut Coaet a... 
pii'IOIIUlo 

lt•lJMDt to 1lo nta1Do4 bJ th. Coaet Ouarl wlll 
1Dolwa 

(1) All ,...at C0111t o.r4 obeft 11tobl1.-ato. 

(I) All Cout o..t alnntt. 

(I) All .U. tleatllll ..a obeft otllls-ot aooooiii'J 
to the ,.rt• n1 et tM twlotl1111 lilt .. a~o • 
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Ap1'1l U, 1~ 

'!'01 The hee14ent 
FRCJls !be S.O.et1J7 ot the TrMtW7 
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tM ,..u .. 111111. u. Ceut hut wlll ..u.. 
te per~ .. tDtlw1 t tU t•ll"''ll• 

(1) W 1a r'•• aultta.e ..n. 
(I ) W I Jmt Nlf .. Vol ut ttiler btlft 

,.., .... " Captabt " tilt '-"· 

(a) o,.r.u., alat• ••· "~~ tbwt1• 
... ~ "' Uilafl: ...... .-... " .... u •• 

'') w Wl• • • ..,... &Mtt n, "'"• llltMa \lit ...,. fit 11 a t't1• fit tilt o..t e..t. 

(I) Itt .. 1 M~ Ia ~ .. ttiJtlal••••"' 
tM IWW ....... IMljll ............. 

(I) '"'"• fit • r ' et ,.. _. a..t 01tr1 ,......t. 
_, t tt " ret lui 'r tM o.n I1Ltrt wUl 

btl ... ~--
(1) W J11 1 t e..t o.ul .-. wtt»> ' tt. 

(I) w c..t .... •' .an. 
(I) W .... n.~ ... -tc,:C::\1.. t PIE i 

te tM 1 sa I •• fit tilt hlitS.. • 

AlftDIDa 
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Af•U , lMl 
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H.K.Jr: 

Pn111P 
Young: 

H.l( . Jr: 

Y: 

a.M .Jr: 

Y: 

H.M.Jr: 

Y: 

R.M.Jr: 

Y: 

B.M.Jr: 

Y: 

B.M.Jr: 

Y: 

Hello, Ph111p. 

Yea, air. 

You called me? 

Apr11 111 , 19111 
):2) p.a. 

Yeah. I Juet talked t o Mre. llot&. 
Ba•e JOU eeen her? 

I got the aeeeage. I didn't know there 
wae aDJthlng elee. 

31.2 

I talked with her beoauee I tried t o get 
bold of JOU JeeterdaJ and JOU were out of 
toWD. I wae golac to drop onr and chat 
for a aoaent with JOU beoauee Oeoar and I 
ware both eoared t o death. MoYlng out ln 
euoh a hurr, we d1dn 1 t want to hurt JOur 
teal1nge or take JOU b7 eurprlle or an7th1ng 
ot that eort. 

I eee. 

And thle whole buelne•• deYeloped ••rJ 
euddenlJ on 8aturda1 and we Juet ploked up 
the Yarloue parte of the l end-leaee etuff 
and aoYed 1 t on down to rederal aa .. ne. 

I eee. 

I oerta1nl7 d1dn 1 t want to catch JOU b7 
aurprlea or no t haYe JOU know anJthlng 
about 1t. 

Well, lt eeeae eort of t unn1 to haYe JOU 
out. 

Wall, I thlnk 1t 1 1 awful. That'• a:r feeling 
about lt. 

Wall, I'll trJ to work J OU ln. I understand 
JOU and Oeoar want to ••• ae eoaetlae. 

Wall, wa Juet wanted t o 111: down and chat 
wlth JOU and tall JOU what bad deYeloped 
1n the laet 4a1 or eo and tell JOU what 
•• golng on. 

Regraded Uclassified



H.M.Jr: 

Y: 

K. M.Jr: 

Y: 

H.M.Jr: 

Y: 

B.K.Jr: 

Y: 

I!.M.Jr: 

313 

- 2 -

Well ••••.• 

Anyt1ae at your conYen1tnct 1n tht aorn1ng 
or • ..... 

Well, do you want to coae at 10:00 toaorrow? 

10:00 tomorrow w1ll bt tine. 

11111 you tell Oeoar? 

I v1ll. 

All rtcht. 

~ you. 

Good-bye. 

Regraded Uclassified



April 14, 1941 

It W&l at thie pr••• oonfereDoe oD Maroh Srd 

that the Seoret&l'J g&YI birth to the DDI •n.teue 

Su iDge BoDdl• • 

31.4 v 

. . 
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April 14, 1941. 

TO: L;r , Graves 

mOK: t:r . Schwarz (!! 

Tho fcllow1ng is an excerpt !rom Secretary L:orsenthau • s 

11ress c onference of Jo:arch 3, 194lr 

Q. Now can you talk about new financing, Mr. Secretary! 

A. No . I just caught -.y breath. ct ... me " cm.noe. 

Q . !lot even saVings staii!P8! 

A. Only that the organisation ill sotns ahead. !bey 

o.ro working very hard, and I u worlrin& ftr7 hari 

on 1t, and I think by the end of the week wa 

will know what '118 are go1ns to ot!llr. I think 

certainly we will by a week troM today. le are 

working on the outlets, proVision of plecee where 

we can put these defense sav1nt;a bonds on sale. 

How do you like that tor a naae! 

Q. Defense Sav1nga! 

A. Defense SaVings Bonds . 

Q. It 1a o.x. 
A. I thout:ht I would try it out on the Preas. 

Q. Are you serious' 

A. I u aer1oua, 

Q. I think 1 t is good • 

Regraded Uclassified
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- 2 -

A. ~ronao Savings Bonds . 

~ . I would like to have ~o. 1 . 

A. I think~. Roosevelt will aet it. 

- oOo-

• 

Regraded Uclassified



April 14, 1941 

Used b7 IDl,Jr in nan reel pictures (to be 
releaeed Friday , ! pril 18th) describing forthcoming 
sale ot Detenae SaTinge Bonde and etamps echeduled 
to begin Kay 1. 

• 

31.7 ./ 

Regraded Uclassified



These Defense Savings Bonde and Stamps will 

be on eale at poet offices and banka throughout the 

country beginning the first day of May. 

318 

They will give us all a way to take a direct 

part 1n building the defenses of our Country - - an 

American ~ to find the billions needed for National 

Defeue. 

'f'U United States ie todq, as it has always 

been, the beet ilmlet.ent in the world. This is an 

opportunit,r for each citisen to bu, a share in America. 

Regraded Uclassified
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TheN Del_.. laYIIIIO BoDde aDd lte.pe .,.. oaaJIII 

ott our preo ... aDd are &Ollll oa ealo all OYer tbe COWitl7 

)111 1. '!'be7 are &D AMI'tcu a, to tllld tbe blUt-

aetded tor del ... , to IUU'Cl &pS.t tbe nt:t. or latlattoa 

111t1 to proYtde tor 1Dc11Yldaal eeourttJ-. ,_.. ' ''" .. ..,. 

one or ~ a cllrau to tUil a 4lnct put lJI tbe protectlt 

or our COWitl7• 

'ftle -~-­
Defense lOad •• tl(),ooo. ror .18.7110'1 O&D ~ • 

oereDN 8IDd at,...... JMt ottloo or lleM • .utor tea,..,.., 

tht TnUW7 will ndl• Wo IODCI tor •· tour oellllbon 

111t1 reu. ·•era ... 117 tbe tM•aauto are utlD& wat t.he7 

cu c1o to belp. IICalU' pus 11 211 or ,.,_ 11ofl • 

-~tapa wlll pat ,_.. MDIII' to wo11t to otr OF P llld 

\ 
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w.b6,.., 6-.v 
BQJlds and stamps ue a all ill@: • 

~t.,D~~~~~~~~~i.M;!~~ ... all over tha count~ . \ 
~ an American way to ! lnd the b1111ons 

needed .Cor~._ t e guard vge1Riit
1 

tRe 8"1lv ef tnflaUa• 

~~ u JII'OV' dB toP 1Heltu !dual secat H!)io. They g1 ve every 

one or us a chance to take a dlrect part 1n the protection 

or our country. 

Defense S 

can do to 

sateguard the un ed States . 

-oOo-

..f '-e.-(- c...:.t:.... c. ..... "' 
. (/ " 

1s 10 cents. The largest 

ten years, 

u. ~" c,ec. . =---------------
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TREASURY DEPARTMENT 

INTIER OFI'ICIE COMMUNICA'nON 

Secretary Morgenthau 

l!r. Fole7 

Obaol .. oeaoe 

OA ..... 16 .. 1 

1. The 'rr•uVT'• •'""17 oritioir.ed poaitiCIIl that oollgl'eaaloul 

legialation wu ueud to aathorise _,rtbation allCI'ftllllla hu 'bela 

sutained b)- tha jillol.ar7. Oil .lprll 7, lin tha Co1lrt o! Ch1ee -.1-

aoul1 aeoiud that 1lhere tha 1DI.Ilerqiq reuCIIl tor tha abaaao-t ..a 
fupoaition of a plat 1a to An tha e:rtra operatiJic ooat ot ahta!Ja­

i.Dg it, the ...taotver 11 Det entitled to a uaot1CIIl for ntra­

~rdillaJ~ obaoluoenoe. [S. S. 11hlte Deatal lfllultaotvlng Co. y, Uaited 

States (U4 CCH .9876)] 

2. You will recall that neotrio Boat ..a othar araaent -­

tacturera claiaed that prior to tile aaotMat of the _,rtbat101l pro­

Thions of the Seoona Re'ftJllle .lot of 1~ J'O'Il had. aple authoritJ to 

pemt the coat of aaditional !aollitiea required tor tha utloul 

defense progr• to be aorlisecl onr a aborter period than their 

llh1aical life. In a ...arllllba dated Deoeaber 12, 1939, I gan 701l Ill 

opinion that the ure taot that aa ezoeaa productin capaoitJ for 

peacetime needa waa being oreated did not warrant a dednction !or extra­

ordiD&l7 obaoluoenoe. Sub21qv.eatl7. Dr. Viller .oritioi&ed ~ --

r"aztdla &Dd argued that extraorcl.ill&rJ obaoleaoeaoe wu allo11able. 
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3, In the course of ita opinion in the~ case the Court of 

I Clllll8 said: 

"It is required that the taxpa,er show that the phJeical 
properties are being affected by economic conditioua that will 
result in their being aban.doned at a future date prior to the 
end of their nol'liiAlly uaetul life; that the time of the be­
ginning of the obsolescence be shown; and thl.t a reasoll&bl;r 
definite time be ascertained as to when the property will be­
come obsolete . 

*** 
"It is incumbent upon taxparer to place in the record 

evideace ahowing obsolescence and where facta appearing there­
in are ao aeager as to leaTe the existence and degree of obao­
lescence matters ofconjeoture, the allowance will be denied. 
.. * * • 
4, The Court of Cl&iu quoted fr011 the opinion of 1lr • .Tu.atice 

in Real Estate Title Co. T, United States [309 U. S. 13] , 

was cited in support of the position 1 advised you to take, that 

obsolescence under the Internal RBTenue Code "requires that the opera­

tin cause of the present or growing useleasneaa arise froa external 

torcee which make it desirable or imperatin that the property be re-

5. In view of the widespread misunderstanding of the Treasury ' • 

~aition, coupled with t he stat«ments of Jho. Hanes and others on the 

~easury's powers to grant an amortization deduction, you may wish to 

ghe some publicity to the decision in the ~ caae. 

Regraded Uclassified



• 

Secretary Morgentbeu 

Mr. Jole7 

Docr.>!>or 12, 1939. 

In e.<:cord&nce vith )'Our requeot, I baY& prepared a DleiiOrandlllll out­

Uninc the ocope ot the !l're&8Ur71• authority to aooilt in the procru 

tor naUo»l deten .. by exerc11111C povare contnred upon 1t b7 the 

llltoi"DU r...,onue l.awe. !be clio.,.a1on tall• undar tbroo beed111Cel. 

(1) cloel!IC ecr-ente, (2) obsoloeconoe allowance•, u4 (3) rcaed.l.oe 

of~ ...... 

I 

C1o•1nc jcroeaonte 

Olol1nc o.groocoonta voro t1rot authorbod 1n 1921, Bovonuo .let ot 

1921, 11312, Rootrict1vo prov1dona in tho l.aw, hOVCYor , provontod DJJ¥ 

oxtonlivo ueo , OYon thoU&il 1n 1924 the or~Ml 11aitat1ona voro Jtodi­

fiod, ROYOIIUO .&at of 1924, 11006; llovoD\18 .&at of 1926, f1oo6(b), 
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In 1928 both tho CGa:.ittoo on 1la;rl OD4 lloana 1n tho Kou.o ot l!opro­

oontatiYet ADd tho Cooalttoo on ~" 1n tho ~to crlt1clsod tho 

continual reoponinG of t.u cc.aoa , b7 tho covornDtnt no voll no b7 t..­

pa;fero . l!otb coJCl.ttooo ~otod that lnoronaod v.ao ot cloalnc o.gr­

monts would oporato to dlainieb tho nuabor of rooponod tmt QMoa. 

In 1111 ottort to aolTo tho p:robl811 of rooponod tnx cc.aoa, Con,srooo 

romovod tho toobnico.l :rootrlcUono vhieh had IIIUI.o tho uoo of eloal!IC 

ocroomonto inoffoctuAI.. ROYonua .&at of 1928, 1606. SovOYor, ainco 
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eoou<>u bo4 111>orolhc4 tho prons1on rol.atlnc: to closi"C ocr-h 

pr1DOZ1lT to sottlo f 1nnll.7 1ncoae tc>xos tor ,r1or ,..,....., tho lw po.­

o.H tod tho oxocut1on of cuch e(;rocmcnh cnl7 in rospoot ttt , prOTioul;y 

ox1st1ns tnx 11ab1l1t;y, 

It """ not until lc.st )'eN' thot tho authority to oxocuto eloain& 

ouoeaonte wc.s oxtondcd to cover fllturo ttu l1c.b111t;y, llmonuo .Act ot 

19J8, 1801. 

I11 delopt1114 this a11thorit;r to tho !rouur;r, Concre11 r4cognisod 

thl>t tbo povor would bt>Ye to be <W>rCilod v1 th .,.,.1dorablo rostrt\1!\t 

to eTo14 41sc:r1l:d.DaUon - to.xpa;ror1. 

'!'be ~ ac4 lCoo.Da Coa11tt0<1 ot tho Rouo of lloproscmtaUTOS 1D 

ool<inc 1h raport 4oclarc4 that "sl""o elodea C«J'OOCOllh of t hia typo 

will oo ... u tuto a nov aethcd of 1ottlinc controTorsiol , 1t 11 contoo­

pletod thot tha C~1aa1onor [of Intarac.l RoYonue) will oxorc1ao hio 

diacrot1onc.ry povor only wboro ouob c.xoro11o il in tho 1ntoroot of a 

who o4a1c.htrnt1on ot tho revenue oystOID. 1 Houao Roport Jo, 186o, 

75th Cona •• 34 So••·• P• 67. 

It 11 cloar, tborotore, thot ColljlrOII 1Dtor.4c4 clo•ln5 ouoeDODh 

to l>e ueod oolol;r for tho parpoao ot , .. uri~~t~ tc.:r:payoro 1>0:1e cortnint;r 

1D ont orin& into buo1Doao ~et1ona 1>7 1ettl1DC in ndTDnCO factw>l 
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and loenl quc1t1ona Ultol;r to bo of a . oonotc.ntl;r reourr111C ""turo and s.­

volTod 1n tho tronoact1on 1D qucat1on. 

With th11 obJect 1D oind, tho !rana\IJ'l' con bo ot aao1atc.nco to ~..,... 

payoro who 1nton4 to aubn1 t b14a f or tho produo t1on of 1too1 needed tor 
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tho Mtionol 4otoneo by oxocutin,: elooin,: O(ll'oononto to ,.1 our0 such 

blddoro ot tho oothod ot cocputlnc tho coot for purpoooa of tho vu..o­

fromoll Act of Jla•. d1oa, toolo CUid 1)1001"1 ao>chlnoey dool.j;nod, con­

atructod Md ou1t,.b1o onl:f for tho porfort!Moo of " tlll(;lo job, On tho 

bAth of ouoh " olol1"8 ~ooaont " proopootivo b1dcl.or ~ bo r.blo to 

..rrivo nt blo ootianto ooro into111ecntly thM ho could 1t ho 414 not 

11:nov hov tbo coat of ouch lteao vould bo trel\ted, 

It bnl noTor been cuppoood, hovoYor , tMt b)' aoe.no ot n cloolJ>c 

oc;rcaaont n tnxpc:\Tor DiG!>t obt..ln COJ>COIIlona to whlcb ho ~ uot be 

ncUtled lr.r lew. !:or baa it boon tho"';bt thot ouch c.n rqoaoont c01114 

b<L ut1lhod to tlz n t<o.x llnb1llt7 ""'n tho bnola of cora oonjoctnre alld 

v1 tbout roanrcl. to tho ~tunl. oecurrooco ot tho fnc to upon whi ch tho 

oaroooont 11 prodientod. 

'l'bo purpoee of tho elol1"8 Q(';l"oon<lnt 1a to ozpodlto tho oot tla::umt 

of tnz 11nb111t:y b:y oli.c1nAt in,: 1oo>l UDCortnintioo: ito purpooo 11 aot 

to ozpo4Ho tho oott10<1ont of t.nz lit>b1lit7 117 olini.J>atliiC tNallllo protlto. 

II 

Oboolooe.,o .lllowuco! 

llndor tho Tlnoo,...fra:moll Act tho not!lod of aaoort..ln111C \he """""'' 

of o::teoll profit to bo pn14 into tho !ro..--..ur:r 11 4otoruilled br \lie s­
rotl\r7 of tho 'lr0l\8Ul"Y in Q(';I"OODont vltb tho 8ucrobr7 ot tho ..,"7• 

Ml1e Jo, 1.35, 734 Coll4l• • §3, 48 Stnt. 505• tJndoJ' tho DAtloncl defonoo 

oct ot 1939 tho provisions of tho Tlneo,...orroccoll Act oro Mdo appl1cc.blo 

vltb ro!pOOt to contrccta for nircm!l tor tho J.n:rr in tho IIIDO """""' 
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U>At ow:h provioicms oro a ;>pUcnb1o to contrac to t or r.ircrcl't t or t l:.o 

&~.,-. Public llo. 18, 76t h Co,.;. , §14, I . R.B. 1939-<0, 1}. 

Purouo..'1t to theoe c.cta, the 'l'rO<>Wey b:\o houod oo:cooo protlta 

rD(llllntlonl f or llnorJ contro.cta tor voooo1o 11114 nircrntt, V\ th tho eonc~U­

ronco of tho Socrotary ot tho I!<>V7• T.D.49o6, 4 l'.R. 2492. ~ Tl'o<>Oury 

hAt <>lto i oouod oinilar rQCUlntiono for ~ contracts for niror<>ft, with 

tho conaurronco of tho Socrotary of 'lfnr. ~.D. 4909, 4 P.R. 27}}. 

~to r o.,-ul:,Uono provido tint thoro r:tc:J bo olnrCQd "' part of tho 

coot of porfornin,: A particular contrr.ct , or aubcontract, aDder tho 

nnoo~ll Act indiroct f=t•>7 azpcmooo 1no1"'inc •4oproc1At1on 11114 

obao1oooo:>eo of apecinl equ!~t IIIII!. fac111t1ea nocoa...nl7 acquirod tor 

the porfon>e.~>Co of tho contra<:\ or oubcontrect. • ! . D. 49o6, 117.9; !,D. 

4909. 116. s. 

'!11th tho concurronco of tho Socrctary of t llo lk>V7, it """ rule4 1n 

19}5 that tho dotorolnc.tlon of a proper <>11DWADCO f or obac1oacence of 

INch opoci<>l oqulpaont 1:11111t o.wn1 t tho tcr:>lnntlcn of tho contrnct or wb­

contrnot tor vbich auch opoc1Al oqulJDOnt vrA roquirod lnoocuch aa it 

could not ho r o.••onc.bl.T DAcertainod untU thon vl>othor tho opoc1cl "'lui?' 

aont would bo uaot\11 1n portondr.c othor contr::>eto. 1.!. 2861, c.:a. XIT- 1, 

5}0. 

I n ardor to 110aure contrnctoro thot their protlto dorivod t'rva Ollch ~ 
oontrnch or a\ll>contr4Cto would not be dietortod , it ""' ruled in J\mo nt 

t~.ia 704r thet 1t, ~n t!\o COOI>1ot1on nt auch n contrnct or oubcontroct, 

the Ccaolaalonor of lntornol Rovocuo dotorninea thot apoc1nl fac111tica 
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roquirod tm4 uaod IOlol:y in tho pot'fo!TIN'.eo of t.'>o contrMt or m1Jcontroct 

oro no lonaor boinc u.eod in connection vi t h c:lT othor opornt1on1 nor hnvo 

on¥ turthor proa~ctivo ueo, thon 'thoir ontiro n:4 r~•o~~blo coat , 1011 

ot>lvaco vnluo , will bo aoncrt>ll:y nccopto<\ ~.o pnrt of tho coot of porforo-

1DC tno I)CLrtiC\Ilt\r contrnct or subco:ttrnct, • but 1t tho Coo:uaaloncr of 

Intornt>l Rovonuo dotorcinos thnt tho apocial fncllltioa in question woro 

not uaod 1olol:r to pet'fom tho porticulo.r contract or aubcontrcct , thon 

1e>ll...,NICO f or o:a:IID.uation, >tO(Il' end t OAr , tm4 ob1oloeconeo lhnll bo IJDI!o 

in ..ecordADco with " rODOo=bly eon~htont pl.Dn, 011 n 'bGaia uhich will ~ 

tiiJ'II t o tho oontrnctill(; port-.; tho ro:>aoDDblo eo1t of ouch to.cilttiol Dt 

tho ellA ot their OX).>octod oeot10nic tom ot uaof\\lnou, Dnd ••• !l'ho port 

ot tho coat , it MIT• rO!lDini.nc Dftor doductina 1w:h t>llowncoa N>4 tho 

anlvnao vt>luo ot ouch tooiUtios vill bo conornlly nceopt od "" n po.rt of 

tho ooot ot pertol'Qinc tho pnrticul..r oontrnot or oU:.eontrnct. 1 I.f.3289, 

I.R.B, 1939-24, 13. 

tinder tho Intornc.l RCYcmu.o Code it 11 vrortdo4 tbnt in eollpltti.J>e no\ 

ineooe thoro abould bo cllowod "" " doduction '" r ODaoMblo DllCJimllCo tor 

tho ozbouaU on, vO<>r tm4 toor on proport7 uaod in the t r :w:!o or bwtinooo , 

inclndinc ~ ronao~blo Dll~o f or oboololeonco.• I . R. C. 123. 

In nceor4mleo with tbil provioion, tho inoooo to.x ro.JU]D.tiono atllte 

that it " ~ ohon thDt ~iet>l propert:r it 'botnc Dftoctod lr; 

oeonocio eonditlono tb.~t 11111 rooult ln ito 'boine nbMdoDOd c.t e futuro 

dllt o prior t o tho ond ot ito nol'tllll uootul lifo, ao thnt doproeint 1on do­

ductiot~~ tll.ono nrc inoutfieient t o roturn tho coa t or otbor beah Dt tho 
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on4 of l to ocononie tom of uaoflllnooo, e roeoon.'\blo t\l1cntMeo f or 

obto1o1caneo , in Nlc!.ltlon t o 'oproclD.Uon, ccy bo t\l100tod l n eceoM­

n:>co vlt!l tho fccte •• • • Roes. 101, crt. 2}(1)-6. 

It wll1 bo notoc!. tlr.t tho provialon in tho lnoouo to.x Jaw rJld 
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in the ineoco tnx roculntiona pomittlnc n deduction for oboo1oaconeo 

in oo:>pUtinc ~10 incoco to.x is in conort\l torrw ond np;>Uoa <>ll.ko to 

1111 t.-.xy>C\JI)rl; Soo Go.a~inua Brm1ory Co, ,., .l.ndoroon , (1931) 282 11. s. 
6}8, 644. 

!horo 11 nothinc to 11ldiento tho.t CO"<lJ'OII 1ntonloc1 tho.t , for incoco 

w purpoao1 , t ho tnxr.b1o incODOI ot priYnto JJQll\lfc.cturoro ot crmoont 

thould bo dotominod nceordinc to o:q dittoro:>t ruloo tron tho rules 

oppl1co.l>1o t o tho tc.xnb1e 1ncooo1 ot all other pr1mto llDllU1'ncturors. 

Llkovl1o, t horo ia nothlnc to lndicnto thnt Concroaa intondod thnt, for 

Vin1on-~reooo11 J.ct purvoeoo, oboolooeonoo 1hould bo dotorainod under 

ruloo dltfor ont troc thoao which pr<rrail with roll}>oot to tho 1DCOCO to.x • 

.&11 ~ora, nod all eontr:>etlllf: po.rtioo eubjoet t o the Vinton­

!r=U J.ct, 1bcro t\liloo tho prirtloco ot dociucttnc n r ooao!l<'.t-lc t\llov• 

o.:>eo t or obaolo1coneo. 'l'hc ooount of thia t\llOWIIIICO 11 t ho •= vhieh 

ohou.ld bo 10t aaldo t or nneh tn=blo yoc.r, in oMol' tho.t llt t !:o en4 ot 

tho uaotul lifo ot tho tneilitlol in quo1tion, tho oet~~to suo oct 

nl ldo will (vith t ho .,., aot noido tor doproointion ;:~lua ot\lvo<;o vnlUD) 

bo lufficlont t o :>ro1'1do nn onount oqml to tho or1clno1 coat. 
' 

Ob1olo1conco la " question of !net in onch cnao. It DnY nrioo no 

tho roaul t of lllwa reauL.o.tinc or forblddi n,:: tho jll\l'tlcul:u- uao of ~ho 
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proporl7 ea voll oa tron chllnu"C>I in lho IIZ'l, l ho 1hUUnc of bu.sinoll 

conlorl , 1011 of trndo, i~oquneioo or other cnuaoo. ~ v. ntoo.rn 

P..ile :Srowinc £2•• (1931) 282 o. s. 64l!, 654. 

In tho cnao cited, the bro"inG ooupany hnd olninod doductione tor 

obsolooconco in the yonra 1918 and 1919 bocnuao the icoinonce of nntionnl 

prohibition vould roqul.ro it to conao to uoo ito browory for oaJdn.:; boor. 

Tho SuprGDo Court took jlldiciru notice of tho tnot thnt tho Ei(;htoonth 

.loendaont hnd boon rntitiod b7 tvolvo 1tntoa in lhe flr1l ol..x aontba ot 

191S, b7 throo ooro bctoro tho onl. ot 1918, nnd tbet in JD.ftUar7, 1919, 

(botoro lho tax roturn for 1918 ¥!II d•JO) tvontT-Qno oddilio~ 1tetoo . 

rntitiod nnd prohibition v:>a ost nbliohod to to.l<o offoct ono yonr lnt or. 

On tho boale of thaao tncte, the S\~proco Court held thnt the :>rov110(; 

coDJ)AD1 wn1 ,1uat1!1od 1n the oarl.y part of 1918 in concludinc; thD.t ito . 

proport7 vould boeooo uaol oaa for tho J:llll'POIO tor \lhich it """ ncq:uirod • 

.&.ppl.yina t hio 1ano pr1nc1;:>lo, tho Suproao Court hold thD.t n lltlnll 

nrn1 aomm1t1on DIUIIlfo.cturor vho had con1lruclod n plnnl aolol7 lo tlMU­

tacluro ...,... nDilUDition ..ea ont1tlod t o lreol tho Tol'JO of ouch plnnt ro­

cainina nttor tho AroiaUeo oa aruYQGO in COt'l"lU.a.:: tho co~'• Inc~ 

tex 1inb111t¥ for tho 701>r 1918. U!!J.tod lli!!! Cnrtridee £2• v. ~ 

Stnto1 , (1932) 284 o. s. 511· 

'l'h4 .::o::~erol r equl.renont tht.t 1oa1e1 bo doductod in the yenr thnt 

tboy nro auetnined f o11ova troo tho nood tor o prnct1ool toot in eocputl na 

inooDO. 'l'h4 ool7 ronaon o.n oxcoption 11 rode in tho cneo of ecme 1ottol, 

ouch &I obao1oaconco, 11 boeonso auob looo ia not ool7 rec-onnbly cortain 
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Honea, tho ri<;bt to e.n obsoloaconco dO<Iuotion cu.et root "l"'n oul>­

attu~tit\l ror.eona for boliovine th.o.t tho )U'Oport1 in quoation Ifill becooo 

obaoloto prior to t ho ond of ita ordillQr'J uaotul lifo, end it =•t bo 

lmO\In or au.aooptible of :Join{; lblovu to A rOAOoM'!>lo do:;roo of certaint:r 

whon tbr.t ovont will l1kcl1 occur, 1'11D.t tho Yo.luo of proport:r or ih 

OArnlnc powor bo4 doclincd doca not or ltoolf turniob tho bnals for a 

f.oductlon. !!!!! l!atio~!::!!:!!: 2!. Xoz ~ ,., Cocr.iaai onot:, (1932) 26 B.!.A. 

J70. 

It folloua th.o.t, In tho eo.ao of poruo.:wnt 'bulldin._..., ll!>d attmdord 

no.cbinorz, t ho feet thc.t it Ia 1npooolblo on tho bMia of n"Dilnblo 

ovldonco to co ... 'N.ta ozq sro.:>tor tho.n the nornnl liDount of doproek.tion 

r~d obsolooeoneo forbl da tho oxocution of clooinc aaroooont s dotoroininc 

In o.dvMco "" oxtrc.ordioor:' o'!>aoloaconco o.llovQIICO for s'llCh poroonont 

buJ.ldlnca ODd standard oocbinory. 1'o c!o othol'Wiu would be to purport 

to cront ::u'iTt\tO tn.'nl!ccttJrers of """"""lit :soro tbtln tboy &o ontltla<\ 

to UDder tho lmt. 

III 

BoccxUoa of '1C\1'!?Cl0re 

'l'ho incooo tt.x lolf 1a hooO<I upon a procO<Iuro of aolf-Mocoacont , ODd 

tho Vlnoo~trannoll Act provi des tbot tho 11aaounont, collootlon, ODd ro-

1'\md j\r ovhions IIJ.llllic~>blo with roapoct to tho lncor.o tc.x ahllll bo appli ed 

to Vinaon-'rrtVmoll •\ct CCJIOI. GonoroJ.l:r apoakiDC, " ~or !lOicoa out 

hia roturn , eo"l'lltcs the k.x on tho not IMOOO ahovn In t_!lo roturn which 
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be thon !Uot • o.n4 ~ t.!1o t= b:dl.ct>t~ on t ho r otlu'n. 

I! tho Collector o! lntor:>nl Rovom~A~ !or tho d.htrict 1:1 v!Uch 

tho roturn it filed, or tho Cocriatl onor o! Internal Rovo'UO , !l.ndt 

at t or rov1ou1n.::; or nudit~ tho t!O.:::p<'fOr ' o r eturn th.".t tho ~nr 

01t08 " crontor to.x thAn thl\t which ho inllicc.tod in tho return, tho 

Collector or tho CcDJJloai onor, na tho CMO rr.;: bo , nllvlooa tho tro.­

JX'l'Or of t hla d.otomlnntlon and o! hia lntontlon to incr0<10o the ta.x. 

Tbo ~r la tbon (;ivm: nn opportunl.t:1 t o protoat tho propoaod 

11110taaont o! nn ndditlonnl ta.x Md to abov th.'\t bo hila not Ulld..­

nllollod I:UJ:woU. If t.!1o cor roct aDOUnt ot linl>1l1t7 1a !lOt acroed 

upon, tho Coac1es1onor wruo.ll;' procooda to aond tho ~r o notice 

of 4ot1c1onc:r vhlch aeta forth hit dotorai.r.tlon of n dofl.cienC"J 1n 

tho ta.x, ond tho tQ%pQ1or DC:J' within 90 deya potltlon tho :Bo=d of !!'ox 

Apponlo f or n rodot oro~tlon of tho do!io1Qno:~, or thQ ~or ~ 

JX1:1 tho t<IX nnd fllo n r~ clnln. I.R. C. ff271-277. 

'rho procedure b:r which tho tQ%pQ1or ~ obtain n rotllnd in INCh 

C41o la, on tho vholo , tho ~ 011 U ho hnd orlcinnll:r overnaaoaaed 

nnll OYerpold hie t= nnd aco!ca to rocOYor the """""t of ovcrp<IO'D8nt . 

'.'lie tQ%pQ10r CDJ' cl.:>in n crodl.t or rotlm4 ttit hi:> tbroo :yous fr<Xl tho 

tiDo tho return v:>s !11~ or vithin t110 yoc.ra froa tho t loo tho ta.x 

W38 pnl.d, I . R. C. f322{n)(b) . 

I! tho Co~aaionor should reJoct tho ~or'• cinlD for retune, 

tho t<~Xpa;ror ~ l>rioc nn nc:Uon in tho oourta t o roco-.or t ho to.xoa 

nllo(lod to hAvo 'boon orronooual7 collootod vit:,in tvo .voora c.ftor tho 
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Coaoiaaionor aoDda a ~otleo ot rojoetlon. l.R. C. 113772-3774. lt, 

bQwovor, tho ~or hna olocto4 to tilo o pet ition with tho !ooze 
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of Tnx Apponlo , no n rule , tho courte would bllvo no juriodiotion ovor 

an nction for tho rocovorJ of nn OV91'p011lOnt tor tho truco.blo y0,.. vh1ch 

1• pendi nc botoro tho Board. I.R.O. f322(c) , 

It boa 110t been lntondod to diocuaa 1n dot n1l 1n th1o r.100ore.Jl4ut> 

o.ll tho c p:>l1cl\blo o t..tu t oo aDd auJ. t1 tll<llnoua dec1a1ono rolAUJlG to 

t ho dotol'tliMUon, cooooiiD8nt and collection of lncooo tcua, r.Dd tho 

oot hoda tor aocur1r;: tho roturn ot ovor,~ta. It bAa '!>ftc::> c!otiCGd 

outficiont oerol7 t o 1ndieoto thot Ollple r~oa Dro OJ>8n t" " tr~, 

or c contrcctin,: .-t:r oubjoot to tho Vinoon-!'rWDOll .f.ct , .mo Dey tool 

h1noolt .~1ovod by n dotorn1~t1on of tho Cooaieaionor ot Intornol 

Rovonuo. 

Nor do thoao rocodioa cc~rnoo only atctut orJ end locnl procoodinco . 

In .., e!tort t o r oduco ropotitioua otopa end l one del,._,. in tho aottl ... 

ncnt of to.x llnb111t;r, the !rOMUI"'J i.Mil(lUI'Atod on ltu'c-" l , 1938, n 

definite pror.r= l ooli:::I.JII: to tho doeontroJ.hation of tho oppelleto ;u-o­

coduro t or tho o4nin1otrnt1vo aottlooent of to.x ccaoa. Vith cortcln 

oxca,U ona oa to roY1ov ot audita in 'fllah1Jlcton, t h1a procoduro 1o fol­

l ovod v H h roapoct to C<Uics crllinl: Wider tho Vinaoo-'lrD.'%1011 .&ct . 

ThroU(;h t ho uao in fiel d divioiona of t ho aottlODOnt procoduro do­

volopod b•· t ho Teclln1co1 st..U ot tho Burow of lntorMl RovoJNO ainco 

1t a oa tnbliahcont in 1933, tho Tro~ ~· providod o.oot hod tor tho 

expo'itioua r~d oconoo1cnl 41a,oaition of tl'~ diavutoe . 
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a 1o r<dr to coDCll>de tbnt , Al.thOU(:Il M orronoowo llotoml.mU on ot 

tho oppropr!Ato Al.lov=ce for oboolo .. onco ""3 ~a t!Ao to t!Ao occur, 

tho ~~ lowt and the vrocoduro dOYOlOpod for thoir odlliniatrntion in­

Ynrlllbl;r atford tho trucr>eyor tull "'':llrtunit;r to MYO M7 ouch chtolcoo 

roctitiod; nnd it 1a aato to prodict thnt vhonoYOr t ho fact of obaoloaccmoo 

con bo dat1n1tol;r ahown cnd the point of tino of e<>aploto diaoP!'O"nnDoo ot 

Ynl\10 ot he>r tht>.n aAJ.vnco 'l'lll'UO c<m bo dotinitol;r tlloortn!Aod, the ~ 

will obtcin tho tull bo!loftt at tho rOMoDC.blo AllOIIO.Deo for oboolcocO!>CO 

I!Z'Imtod b)' tho CoD{J:Z'ooo , 
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TREASURY DEPARTMENT 

INTIEit OI'I'ICIE COMMUNICATION 

DA.,. AprU 14, 19U 

TO 

P110M 
llr • 1111017 

I'Bl intonaed ue today tl:lat a oollab ral nlua ot their atud¥ ot Rueokwandarer 

!llrk applioationa hU beeA .S.Onatrated to lie in the idantity ot the appliollllta 

tor pure hue ot Rue~ llaru. • '1'h<IT ha'N alreed¥ diaeonred a peraon -

played in a teobJIJ.oal poa1 U on in the ~ lle.'f)' Yard and aootbar •l>lo7o4 in 

lbe Brnetar Alr<~rett Corporation to lla'N applied tor Rueckwandarer liarD. lBI 

propoiOO, it 10 Ulld- C>04. W pt lllD and OIII w do -thl.JI& aboolt tbeM in-

IBI 1\..U baa no ponr w coapel \ha ir diaollarp. 
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TREASURY DEPARTMENT 

INTIDt Ol'l"'CE COMio4UNICA'TlON 

sori•'l¥ Conti4e~~U&l 

s.cret&J')' llorpnt hau 10 

Ill' · 171~ 

FBirepOrte: 
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DATa April 14, 1941 

llarch 21. In tu courM or 1D'fe•t1&et1n& into Nasi tund acti'fity in Nn 
York City J'BI wu intoNed tbat t bo foreip Departaent of the Cheee Benk con­
t <l!M a l ar&• maber ot OelOUll tapley .. • , a &ODd - or whoa he.,. bee requeat-
1-"& aaaigllliUIDU i n the b:rancbu i n South .&.erica , 

April 9. AttenUOA 1a ....u.4 to re:porta that tu 1&-ae GoY...-.t ia 
n:~i"i to b\11 depreciated Boll 'fian bOAda wb1 ch are eeou.red b7 a IIOl't&O&e on tbo 
ll .. trlc railro&4 i n Boll'fia o...r which tiD ia carried. 

April 9, The Canadian Go'f~t pU.rChaaed troll Ind&leclo Prieto &l.rpl.am 
parto stored 1D lloico City, ~"&Prieto (6?11,000. 
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TRI!ASURY DEPARTMENT 

INTP ~ COMMUNICAT10N 

,..,.. AprU 14,1941 

TO Seore~ary Morgentbau 

,~M H. D. White 

SubJect: !he Canadian foreign exchange poe1t1on. 

Kr. COJile, 1'1Dano1al Att&olle of tbe Caoa41an Legation, 
baa euba1Ued to ue a 4eta1le4 and exoellant •-ry of 
C&nada 1 1 foreiaD e:nhaJICe podUon. !be 4o01laent br1nge 
out the follcw1Dg e1gD1f1cant faote: 

1. Call&da, at the olo .. of February, bad gold and 
other ae .. te oomertlble lnto u.s. 4ollara aaount1ng to 
$910 aUllon (U. s . ) . 

(M1111one -u.s.) 
Gold 
Otflo1al dollar balanoee 
PrlYate 4ollar balanoee 

u.s. ..ourlt1.. t21!0 
Dlreot 1n•eetaente 1n tbe u.s. _llQ_ 

Total 

610 

$910 

!hie figure of $910 aU11on doe• not 1nolude about 
$14o a1111on of 4ollar balances and about $520 a1111on ot 
u.s. eeour1t1 .. held by Canadian chartered banke and l lte 
1neuranoe cpapantee. 

No elgnltloant challge baa occurred 1n the Canadian 
dollar exchange poe1t1on e1Dce the c l ose ot February. 

2 Canada' • net requlreaente ot U. S. do1lare dur1Dg 
1941 a~e eettaated at $JSO a1111on, ae tol1owe: 
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- 2- D1Y1a1on ot Konot&rJ 
RaaMI'Ob 

(K1111ono ot u.s. dollara) 

.t.nt1o1pate4 paJIIODh to tho 
u.s • 

.t.nt1o1pate4 rooolpto troa tho 
U. S. (1nolu41ng 1191 a1111on 
troa tho oalo ot newl.y-a1ne4 
gold) 

Dot1oU 

A44 net u.s. dollar pay­
aonta to other oountrloa 

370 

10 

Total det1oU ot u.s. dollaro J&> 

3· 13~2 a1111oa ot tho 11,220 a1111on p&JIIODh to th8 
United Statoo 4ur1ng 1~1 are tor aun1t1ono and aator1ale tor 
war produot1on 18porto4 troa tho Ua1to4 Statoa. Alaoot two­
thlrdo or that t3~2 alllloe 1o tor tho production of a.ppl1oa 
tor Br1ta1D. In other wor4o aoro tball halt tho ozpooto4 
detioit tor Canada nth tho 61l1te4 Statoa 1D 1~1 w111 be 
due to tho can&41an purobaoo ot Aaor1oao •torlale tor 
produot1on ot oupp11oo tor Br1ta1n. 

It Canada doaa not obtaln any dollari or gold troa 
other Br1t1oh laplro oourooo abe W111 baYe to paf tho u.s. 
about 1380 a1ll1on out ot her current aaeoto of 1900 a1111on. 
It, bonYar tho Un1to4 Stataa aakoo ooao Lon~eaoo arranco­
aente w1tb Canada or 1t Can•da doaa not han to pay tor tho 
Oana41an 1.11porto of aater1alo u10cl to eupply tbo Br1t1ab., tho 
detlolt wlll be 1ooo than 1380 a1111on. 

~. In hN" 4ea11ngo wlth tho lap1ro o01111trloo Canoh 
ant1o1patoo tor the year 1~1 a otor11Dg balance dllo Canac1a 
ot the equl.Yal.ont of t920 a1111oa u.s. aa tollowa: 

(111111on u.s. ) 
PaJIIODh -.o Canada troa tho 
U.l. an4 otbor Eap1ro ooaa-
tr1oo tl,~)O 

Canad1an paJ~~Gnta llao U.l. an4 
other z.p1ro oountr1oa ~ 
Balance clue Canada 1920 

(lou t100 aU11on of tho antlolpatocl uount dllo 
canada troa tho Eaplro oountr101 11 tor oer't'10o 1tNI8 
not ooenoota4 wltb the war ottort.) 
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( - 3- Dl•lelon ot Koae'-rr 
lleeearab 

Net pa,..nte troa the llllplre ooUDtrlte clue llewtour.4lu4 
are est1aate4 at 120 a11llon. 

5· Bow .. oh, lt ur, ot the eetla&ted t920 allllon 
detlolt ot Br1t1ah EMplre oomntr1ee With Canada will be aet 
1n gold or u.s. 4ollare 1e unoertaln at the preaent tlae. 
The Br1t1eh treaearr hae atate4 how ~ch gold or u.s. 
dollar• ther Will be able to par Canada depende upon the 
amount ot B.P.~ oo.a1taente 1n the United Statee wbloh 
are aeeu.e4 br the U.S. Go•erruaent under Lend-Lease arrange­
aenta and upon the rate ot 11qu1dat1on ot Br1t1eh-held 
Aaerioan aeeete. 

6. Dlai'1JIC the tlret 17-1/2 110nthe ot ar, Sept.-bel' 15, 
1939 - rebra&rr 21, 1~, u.. uau.a l1Jic4011 (and the r .. t 
ot the etel'lllll_.,..) M4 a W1oU with O&Dada of the 
equ1Y&leat ot 1670 wtttt .. (V.I.). !bit 4at1o1t ... 
aettle4 1a the fo11DW1DC ~~ 

V.l. , ...... , ... ef 8014 te 
Oa .... 

Oaaa4l&D repatrlatS.. ot U.l.­
hal4 Oaa•dlaa eeaar1t1ee 

Oaaal\l&D --'-•Uea ot eter­
llas balaaoee 1JI Loa4on 

fetal 4et1oU 

(K1111eae - u.s. ) 

I. ea ...... oaab tetlolt of 0 •• 6Dlla1'1 dul'iag the 
eaat 7-1/2-eoath per1o4 totall., i437 a11lloa. !b1e 
•aataYON11le• bal.- aa aet •• toll-1 

Gol4 NM1ft4 rrc. V.L 
lal.e• of Oe••ft•e..!tel4 1.1. 

ee.-rltl .. aa4 •leee]taat.u. 
lane'--'• 1a V. 

Jew eapltal laflOW 
DepleUoe of V.I. behMM 

total 4et1o1eaor 

(Mllllou - u.1. ) 

1227 

66 
20 12,.. 

~37 
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Bo•ml• - Seeft\alT ot t1ot '"•IV7 uo1 ·-~o .... _..__ 
aaw llarola !II, 19'11 eaUU&4 "l&oea\ looaollio Drftlopolnte 111 

1,-n ...,.._a -•tleawta a. lnlor Tloe Prul4au of 

a. .. ,...._ .. _ _, ...,uu ... la .........,, ftO&l'N4 f1w -­llr • ....U L ..... ftnt ..__,.of IW>a&IIJo l&rlla • 

... 1&_. •• .......... 
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llerlla , Mud~ M, 191!1. 

I!!IIM()!Ul!OOIC 

J'Oll !I!1UUIY liCIC IIIA!II 

!U boe11 ProfUe-Prloe b4MUoa Ofter aa4 Dh14 .. 4 Lt.U&Uo.. 

1M ""'' iiPOriiilt ecoiiOilio -• la ·~ 4iiriac & paet foriill&fit 
Will ~ Jll'iOI uA ..... }IrefUl OrUJ' of tile Prloe c-1.11&1' 1'1}101'\14 
la ~ ....... , •· 9119, llanlll.l,- uAI'uk'e .,_.. 1'1}10!'\14 la 
~ J.b&eq1 1 •• !J50, llanll 1,3, - p.a. !lae prioe uA pnfUe o1'41!' 
prniiM _.,., JftfU• u -~~ If •• .... la ,..eU.. a1n aonal. 
INf&UUft ooii41Uau .. , M }1814 btl tile Ida ""-7' ..a u. 
.....rao\ul!' 01' t .... VF -.ld.IIC tile -II pnft \e -.t r.a- pftOII 

nt11o1u~ to ...,.., .. , tall - of 1abaon.11 ,...rue. !lae .Ueot 
ot tllie orUJ' ul :l'll*'e .,.... la ata lie • au I tala\ MNet\or etx 

pi!' oeat ..U M tM wzl U..u..& ,, I VII ~ * .. vwwl, prMpt~ 
...., * e\oek aft~~\ la\o a ~ ... u.. ._ U.., ta IPI\o of 

oMIIIl~ tuptrel ul -uet.ac .U\ol'tal ,...,._" .._, l'ulr W aleo 

1.1141ca\ol Gat 'lllldii'O•UalU .. 1\aek n•n'•• ooa1d ...... tall 6 J&!' 
oeat Ual\o\loa 'b;r tuaiac ..u.tU-.1 1\ook or etook Uwt ..... , tall 
pllft&l \oao ot tile .utol\ llu Mn oao of ooatt...a -r\otat:;r u1 

unvuDOIIo !lae IIIILI .. !IC!I!Im lll!WI talft of 1\oOk ... \1\toae oa 
~ lt1'11a et&ok • ' ... a\lo4 at 115.6 •• llal'llll 22 ....,.re& 111 til 179.6 
0. ~ 15 ... 113·- .. ...... •• ........,)J'. 41tpttl .. .......nac 
141to!'lale, u 11 a\111 faarel Gat...,. ftna vUl et..,)J' ~ Uwt41 ... 

w1 tlln.t lM!'IuliiC tMtr -.t tal, ..... alnell;r .... ~ - ftftl l.ut 

Wllk, u1 tall - ,rtoe !'lplattou ._.. Mia lati!'JNW ta - tuJ'tl!'o 
to aou tllat ao Undlll4 1Mft••• .... ~tina llftltotoN Jlllriac 1111 

Uu. 6 J&!' oea\ 11111 M poeanll. 

he& •• pout of wtw tile orUJ' If * Prloe o.-toi&J' to a !'lftiiU 

...,..., ••-* u U vUl pr.._ a _,tao ;rteU of -•• profU 
tuao. • ea\ta\o 11 ...sl.a)1a u \o tall Jlfl- tddeJa a:t M e:rpao\14 
boa tiM ..-.un of tllh e!'411', 'llllt u 11111 oer\otal;r M Nlatt .... ~ ua-
111901'\u\ ....... te tM 1iii1P _,, - MliiC tpn\ ~ tile b1oh. !lae 

•b - of tllte orUJ' 11 \1 M tCIUA b tile -n of tile -auto 
AtMll'i\111 Oft!' \lie ,n. rllll ~ .... II WI .. dlrtac tall pad 71&1'• 

... tile s-- 111 btlattOMr;r ,.-locr ul .,J'IIIeutoa. !II& laflatto-:r 

Pqaboloc:r 11 an41 .... ~ * -u-a 1-• 111 1Utctt \!'ld.tJic ta 
!'&UOJIM U'\10111 ul \lie 4enloplac \o ... aq ot tile ,Ollc to 'ba;;r ~ 
111tlln.t _.. i'1pM to prtll or t\tUt:;r. IUtoU \J'II41IIC llel .pJ~~r~at~ 

'bl- '"1'7 11141ap!'lll4 - -• tile JOO!'I!' ol.ullo, CbM 1a ).larl to 
1aonutac IPJO!'t'llllt tile for 1 te prM\101 t.IIJ'oacll -•• \o \Ill aappU•• 
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c! t11e occupi ed count r i ... IlluotraUft of t hio fa.c t an4 of t.he 'tl'qiftC 

&114 preoe11t 110natar)' pqcholo17 b Oe~ h t.he - of 0,. cba>w_.. 

v1 t11 a cro•• ineo•, 4ue to lone houro ot v orl<, of about 35 8al'!ro a -It 
who paid 25 MJ'Ito ($10 a t par of ....:baJice) f or a poun4 ot tea oa the 'blaclt 
arltlt. It ~'be laid hera thet thio espa..Utu.re wonl4 o\111 UleoraU call.T 
lea• her ellO'IIflh t o f ea4 heroelf dace t.he 1'ixe4 pri cao for llint.ut quoli uao 

of t11e arUclu co~~prhine t he nc.-...1 r atlca YOunt to a lHtle onr 3 urll:o 

1 veell:. !hie calcul&U oa, howenr, h tor t.ho cheepeot «r&4eo u4 cuto 

vhleh are of ten DO t o'btaiaa'ble an4 it 4oao aot laclu.S.. "'&""ta'bleo an4 other 
..,,...1 tepl e arUclao . 

Aa otata4 1n the •'baoq 1 o tel ecru al>o .. o retorra4 to , u h to 'be 

doubted that the - price door•• wUl haft co11ple te lllCCeoo but t.he 
orplliaaUoa Ul4 dhcipl1M h oVo"C eDOUCh eo thot t.he ellthori Ueo ~~q 

be abl e for a tiM to ~ oet iMecqa!>le price i DOra&Mo i n certain arUolea 

'b7 ra4'CICUou 1a otllfta. 

1M fea4 aitu.Uoa. 1M preUcUon of a decrea .. b Mat 8114 fat 

r auo .. 11h1ch vu npor\84 1a rq .. .,......, of JUIIJU'f 2~. 1941 hao """ 
beeo• a tairl.T pMral na.or \bat_, raUono wUl 'be 41111aloba4 fi'OII 

500 to llOO cr-o 4Br1"C \be •xt fw 110nt.ho. Jairl.T well infor-4 ecurcao 
oro ClltberiV for tM etate•nt Ulat Oeno&Jl7 i n parUculu IUI4 :lorope la 

&'"lllral wlll 'be in \be al.IIOot uprooa41a\a4 aHuaUon of IIanne 110 cr-ta 

reear'rlo ot a:r llplfi- at \be 8114 ot Ule proeent crop roez. Ia opUo 
ot t.hh olta&Uoa, bllllo .. r, Ularo are 110 na.oro of reduoU oao 1A 'b....,_ 

raUono 'but lt h llpifloaat tllat wheraao untU """ the tull ......,., of \be 

broad ration c01ll4 'bo talaln b 1lh1 te 'broad l! deelrod , 'bos1Aalne lprll 7 
oal.7 part ot tho total ( 'I'V)"1ne a• to dhtr1c t - i n :Berlin 50 per ce11t l 

-., 'be taltoa 1a wheat 'broad • 

.Al\loclacb ra4uc\1oao of Mat an4 fat raUou llpp&&l' oer\ab t.hh 7l&r , 
U mot 'be -.id tllat u ta.. eocoll4 winter of t.he war t11e o......., pu'bllo hoe 

i n ce110ral 'been 114o4(Uiltel.7 fa4, eo Ulat for a \1M a d1111110.U o11 of fat an4 

... , raUono obnld not pra4nee -.oh dlaooatent or ontferine. I ot oal.7 the 

quanuv but 'fU&llv of tho food clllrl"C ta.. paat 110atho ••• aaperlor to thot 
of the Urot war wiater, ....,~a\84 &I lt ••• liT 4ratto on the food otoclta 
of occvphd CCIQJI\riea an4 croater illporta of fruit an4 ftp\al>llo. a.c811tl.7 

h !arl1D an4 oertain other oontero \be diet ot the hipr l..eo• croapo 
bao 'beea l101prond liT \be 4onl.oJ-ftt of f rooted fral to an4 ftp \a'bl u Who .. 

prlcaa are , lloweftr, prohl'b1t1ftl7 111&ll for tho worltl"C olaaaao. 

OeMral opb1oa Mro h the\ t.he 11111 tar)' ocoapa.Uca of lblaalo &114 

hlcar1a wlll not o44 1111(1ort1Jltl.7 to .tM a.tch1 o aapplloo ot olthor food 

or r.w •terlala osc.pt Ulat pro..-1>17 \be tall outpot ot tM lblaalu 
oil tlll!utrr will 'bo .... u..-le to \be llloh'• 111ll\ar7 ..cldae. 

O.zwe• •ellaa v.u. !be onl.7 pncUcal aouroo ot l..,ra&ll4 liii(IOrte 
of food aJI4 r.w •teriah h !banta. u bao eo t ar 'bMn liii(IO .. l 'blo to pt 

1U17 o\atlotlcal data u to t.ho deftlopMnt of JbaooliiJI trade. I .. told 'b7 
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-\Mtl U.t .... Ia ... -- fall')¥ wU "'1Pl¥111c \M .... uu .. 
.,..uw 1a u. ,...._ ..,.. •• ntll hi a 1M 1 • utono~ "-' 
~U f• a fWtMr t VIMI Ia \M .. Ufti'IM llf .naJa )RI ... \1 
.... rooeat)¥ ..,.... ..,... Cia u. o\Mr ....., u Ia _.....\oM tllat 
o.- o_to.....,.Uftl'l.oo on •- 'd late ..,. lantfl.oS..t ..,. 1 • 
tol4 tllat """'IJ' U. lolclao'llult .... a 1111,..., llf pll. Ia till ftl .. ot 
3) ailUoo Ml'b to...._ to .. , ... till ol.oal'lllc ao-t. 

lbainor till _, of .... laa .. unrioo, ill'IJ' on far llol011 o­
-'-· 1\oUoUaal .... l'lpl'lliac o...-.,•o U...trlal,.. •••rial 
poo1Uoe aro Joaloul¥ oo_ol ... llat U lo muat illat 1t lo won"'JICe 
JW>llr, Oll'J!II', aiabl, .U.• 11114 .... u .. - liUeftt to 'bo U. Ulllf 
-• of o-I'L !11M nwli" llf l'liaU pMo - rloi\1¥ 41abt•tac 
oo4 cui-n on S..O...UIIIcl¥ lat ...... U.t oenat.a oiap18 artialoo an 
110 1oacor pr'Dilau&. IIllo -u~ of Wl'lal I'OP •'-lalo Ia 
acceoppoaio4 • • ...., PDn oii'Upd laW ....,......,, Ia ,.n -'-' • 
u.o ftOIOi .... 8pJPI'IPi)¥ oUU ouU••ac ..,...l•llf \M onol f­
oo4 pr•• "'b' 1a ,..n • attena w .... ~ - Plll~ ....... u. te 
ottoot t."'" Mu-1- .. u_. w enaa JlrtialL 

'lllUo ..... 11 m..... llf , ••'• -l· .... nn.sa, - .... _ 
Uoo ot _, rltol Mtlat-. 1o M ;ret IS lllio au. \M JRI Ill llf 
ocoooalo .. wrtoraU• wU1 _,looM, l .. -' llolloft \M\ _, n\al 
ocoeoaio 'IIIII:Moo nU .... ~ f!r1M 1!9. 

P=e'' L ~. 
ftnt loeft~ llf r p ., 

..... , .... 
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ller11a, llardl 3', 1941. 

KIIIOIWIIJJW 
f or 'rft!!1!!7 froe S...tlt. 

1 •11•4 11r appoia-at oa l'lllt.l , a .. tor n ... Preetuat ea4 

actin DAIIolaiatraUft lt.aa4 ot t lt.a ll.liclt.alluk. Plalt.l ea14 tlt.at 1M 
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waa Uatrauoa Oftr \be \rao4 of ..,.. h IN\ \bet 1M ,.... pauoa 

that \lt.a w\..UUll -era•-• w1\lt. AMriou beAka lt.a4 liMo ra-oa. 
a wu n ll \bet tlt.waa 11\\la ecoa .. lc Uoa betwe .. \1M w o ooaa\rloa 
11e aalata1•4 u lDDc .. poaal'lla DD4 1t .... ,. 'llrcnllbt Dllo11\ aa 
latarn.pUoa \bat t.ba laterrwpUoa be M ~!bon .. poeei'llla, alaoe 
after \1M .,... \IMra waoal4 b.awe t o be -peraUoa be\w- \1M leta.­

-- aa4 \IM flaaac1al DD4 -tvT a\lt.orlUaa ot k1\ala U4 tlt.a 
11o1te4 8\e\aa. Be lt.opo4 froe \lt.a a\eo4po1ot of aalataiai.Dc aoral 
tioa u lo-c M poul'ba \lt.a\ \lt.a 11DUa4 Statu WOII14 aot 'blooll: 
Oer.a rua. IN\ 1'Mlho4 \Ilia - a poul'bU1v. 

!I.e apob of t.ba -\ar7 al-Uoa 1D Oe~ U~F111C \bet wi\11. 
\lt.e jll'lOO OOD\1'01 DD4 raUoe qat• \lt.e7 lt.a4 --.,.a nlle\eD\1allT 

eo far to uaapo 1Dtl&Uoa. JeTor\lt.eau a cor\ala _, ot ao'-1 
lDtatioa lt.a4 alreaq OM1I1'ft4 DD4 alto a cor\ala 4opM ot 1DtlaU~ 
peycholOCJ. 'f1\lt.o11\ ao\laall,y aqt., eo,lt.o OOBftJD4 tlt.a lapraaeioa 
that lt.a WM coec•r•4 Oft1' \be 1DtlaUOUZ)' poeal'b111Uoa 1D o.,_.,. 
!Ia ..-arloa4 \be\ eo far \lt.w llelcbalouk lt.a4 be .. falrl,y -•Dhl 1D 
ih afforta wi\11. t1t.w '""....,.' to loaop ._. aa _.alft s..- ot 
C'GI'raoq, llat ea14 t.1t.a$ 1\ - a ooaa\eo\ atnocclo. Be ""' oe to .., 
that tlt.a -\azJ' aiU&Uoa ot t1t.w _,17,.... • Jft\V 1atalll'blo 
1114H of 1\a .. .-to dnatlaa. Be t1t.w11 -loocl tlt.at 1t.o,.... col-e 
t o \eloa a \rlp to •orwt~T DD4 1DU•ta4 \bet lt.w wu worrla4 - tlt.a 
IIOD0\&17 u4 aoo..U dnatloa 1D \bat oOWI\17• Be .ua tlt.at tlt.a 
l!o1clt.alouk1 a rapraan\eU- \lt.ore wra lt.arlac • \erri'bl,y lt.u'4 \be DD4 
o'bearn4 \lt.M 1\ ... auco..- t o Mloa too lt.oP7 ... ~. 4rat\a .. 

a coaa\17 1D t1t.w d-*loa ot ••"1111· 
la ~ \0 \be cnoral DCOilOGO ai-UOD of 0.,...,, M aai& 

that \lt.ora wu ao parUCNlu web••• at \lt.o praa•t _, IN\ \bat, 
frukl,y , t!Mra wu DD ,...,.0 ld.a'blo utarloraUoa of proOoUoa DD4 

\I'DIISpor\etloa. 

ll\11. raapao\ to t1t.w - pri.,. DD4 -• J'1'0tlh ora.r DD4 halt' a 
apaoch (aoo ,.. -raada of 11ara11 M oa racoot ecoac.lc olrtel~ah 1D 
O.l'UJIII' aaa k'buq'• tol-er- •o. tro,llardl 13, 4 p.w., DD4 919 of 
!larch 18, DOOD) 1t.o aa14 \be\ \lt.w d ooll: .arloat DD4 bv.aioeaa lt.a4 beOD a 

11\Ua too frlt'lt-4 lilr tlt.lae wo oocQJTOaoea. He aa14 lauchlacl.Y 
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u.at parUeulu fr~\ ha4 liMa --« la tu a\Mk ..n:.• 11r a 
t;niOCJ'&JIIUeal error la U.. -erlp\ of J'uk' a a)IM4IL '-1< 11M 
.ald. .U\ laAble\17 -u !law \o '*- aa atteoUw )rMl'blUw '­
aUoo, (w1.r1Dtllll.a ,..-nlu" ~t-n.c> -..._. .... , ar1clu1l.J 11M 
'bMJI wrtUn u4 ia\111101&4- 0 u wffMUw propMalw \aaU .... 
Ba qao\a4 a raU..r 1roeloal aor\h o.,... prowr'b allola\ toM ,.. of 
toralp wor4.a. .. -1oM \!Ia\ '-1< - aaaaa\~ •-nauw 
u4 \!Ia\ lila -~~• \bat o.,... 41Tlullll.a _, 'be natrle\a4 
to &0/o waa raall;, aoclal wla4ow 4nnlacl \lla\ U 414 aot look 
well tor 41rlull4a to 'be too lllp 'bol\ \bat coaoaru J111Jlac IIJtjlar 
41Tl4aa4.1 oould. ooaton to U.. &Olo (als per oaa\) nq..W...t 11r 
eolarcliiC allan aapltalbaUc. t.iiJ'oiiP o\ook UrluiiU ar otur M\bo4o. 
Aa raprdl U.. oapi1an of -• protl\1 aa4or \U- pr1oe u4 
IUIII profl\1 arUI', M laid. \bat 1\ - la 110 1rll' aa at\aol< a 
aapltallu at .,Ute a~ aa4 Ju\ prooatoara 1a- tiM. 

( • ) J.elul •rrto 
J.elul w.rrto 

Olaarp t.1.&ttalnl .. s. 

c.w·~· ... u 

- . 

(o) II " L ... \It 

• 1fL~ 

""' ._...,. of ...... IIJ 
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DEP!RMNT OF STATE 
11&511 DIG 'fON 

In rep1;y refer to 
Cn 

34.7 

.lpril 14, 1941 

The Seeretar;y ot State preeente hia oamp1t.enta 

to the Honorable the Secretar;y ot the Treaaur;y, and 

ac1oaea, tor Mr. Korganthau'a Wor.ation, three 

oopiea each ot ti,.. pre11 re1eaeea inued 'b;y the De­

pan.nt eetting forth the proolaation iuuad 'b7 the 

Preeident on April 10, 19U, IIOClit;ying the cCIUat 

area eete'bliahed ill accordance with eeotion (8) ot the 

leutra11t;y .let ot NOY.aber 4, 1989; the President'• 

proc1a.ation ot April 10, 1941 proo1a~ng a etate ot 

war 'between Gei'MIIJ and Ital;y on the one hand, ana 

lugoalaYia on the other hand, leeued pureuant to eection 

(1) ot the ator .. ntioned act; and rulee and regulatlCIIUI 

ieeued purauant to •arioua eectione ot that .... act. 

ino1oeureea 

Three copies each ot 
tiTe preee releasee 
dated April 11, 1941, 
nua'bere 168, 169, 1 '10, 
171 and 172. 
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FOR '!III PRJ:88: 
DI!:P AR!DII t or STATI 

IIODIJ'ICA?IOII or A COIIBAT •-· APIIIL10ll, l$41, 
-- • 1118 

-----
BY THE PRESIDUT Or THE OlriftD STAftS OP AIIERICA 

A PROCLAIIATION 

WHEREAS eeot1on 3 ot the Joint reeo1utlon ot 
Congreea approYed HoYember 4, 1939, prov1dee aa 
to1lowa: 

•(a) lbeneYer the Prealdent ehal Have 1aeued 
a proclamation under the author1t7 ot eeotlon 1 (a}, 
and he ehall thereafter tlnd that the proteot1on 
ot o1tl&ena at the Unlted Statee eo reou1rea, he 
lbal1, b7 prool1111t1on, dltlne ooabat areu, and 
thereafter 1t: ehall be unlawtul, except under euoll 
1'11111 and replatlone ae 1117 be preecr1bed, tor an7 
c1t1&cn of tbe Oalted statee or &n7 Aaerlcan Yeeeel 
to proceed 1Ato or thrO\IIh &n7 lllloh ooabat eraa. 
The ooabat -a• 10 dlflnld 1117 be ude to appl7 
to IUI'taca Ya .. ele or aircraft, or both. 

1 (b) Ill oaeo ot the Ylo1at1on ot an7 ot the 
proYlelone ot thle eeotlon b7 1D7 ~er1can Yeaee1, 
or &n7 o.ner or ottloer thereof, INCh •eaae1, owner, 
or ottloer eball be tlnod not 110re than tf;o,OOO or 
lllprlloned tor not acre than tlvo 7&&ra, or both. 
Should the owner ot euch ve11el be a corporation, 
organl&atlon, or aaeoolatlon, each otftoer or 
dll'eotor parUolpatlng ln the Ylolatlon lhal1 be 
llablo to the penalt7 herolnaboYe preaorlbed. In 
oaae of the Ylolatlon ot thle eeotlcn b7 en7 oltl­
&en traYe11ng ae a pauengor, 11\lab puaenger •u 
be tlnld not aero than 110,000 or laprlaoned tor 
not aero than two 7011'1, Ql' both. 

•(o) 'Dle Preeldent au troa t1ae to tlJie 
aodlt7 or aztcnd lft7 proo1aaatlon 1aeued under 
the a.1thorlt7 ot thle eootlon, end .-bon the cond1-
Uone llbloh ehal1 haYe cauaed hla to luue an7 suah 
prool1111tlon &hall baYo ce1ecd to exlet ho eball 
reYoko such proo1aut1on and tho prOYla1ona ot thle 
aeotlon aha1l thoreupon coa11 to app17, oxoept ae 
to otrenaee ooaaltted prlcr to euoh rewooatlon. • 

AND IIIERI.lS on Jlule 11, 1940, I luuod a proolua-
tlon 1A accordance wlth tho prcYlelon or law quoted 
abon det1n1ng a oolllbat area. 

IIOW, 'l'HIRD'ORJ:, I, J'RAIIILIII D. ROOSIVELT, Pree14ent 
of the UDlted Btatee ot ._.rloa, aotlng under and b7 
Yll'tuo of the! llltbor1t7 ooatll'l'ed on •• b7 -tlon 3 Col 
of tile Jolat re.alutl• ot Oa :vue ~pproYed JloY-.ber •• 
11138, 4o h-l!T .o41t7 ., prooJ..atl• or ,..e u, lNO, 
dltla1JIC ooabat aroae lAte *loll 1t: lllall be unl-"d., 
eaept 11114.- 111011 Nl.ea ..s re&'Obtlona ae allall be 
preeerlbed, tor 1D7 oltl&ea of Cbe Unlted Statee or .., 
Allar lou •enol, 1111etber a IIW"taoe YUill or en ali'OI'aft, 
to prooeld, b7 ellalnatlng troa the aoepe of that 

proo1aaatlon 
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proolaaatlon the combat area datlnad ln the eeeond 
numbered aectlon thareot ae: 

"Beglnnlng at the 1ntereeotlon ot the North 
Coaet ot Italian Somal Hand •1 th the merldlan ot 
500 longitude aaet ot Greenwich; 

"'lhenoe due north to the mainland ot Arabia; 

"'l'hence eastward along the oout ot Arable to 
the •erldlan ot 51° eaet longitude; 

• 'lhenoe due aouth to the 11alnland ot Italian 
Soaallland; 

"'lhenoe weetward along the eoaat ot Itallan 
Somal1land to t he point ot beginning. • 

And I do herebr proclal• that lt llhall no longer 
be unlawtul tor anr c1tlztn ot tho united States or anr 
American vessel, whether a .urtaoe vesaol or an a1r­
oratt, to prooeod into or through the arfa detined 
above. 

I N WITNESS liiii:REOP', I havo hereunto eat 81 hand 
and oauaod the seal ot the Uni t ed States ot America to 
be attixed. 

OONE at the Cl tr ot Waahington thia tenth dar 
ot April, in the year ot our Lord nineteen hundred and 
torty-ono, and ot the Independenoo ot tho United States 
ot Amor1ca the one hundred and aixty-t1tth. 

(SEAL] P'!WfXLIN o. ROOSEVELT 

87 the Praeldcnt: 

CORDELL HULL 

Secr etary ot State. 
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FOR 1l!E PRESS: 
DEPARTXEtlT OF STATE 

PROCLAMATION OF A STATE OF WAR BETliEEN 
OEIUUNY AND I 'I'ALY, ON Til£ ON:: HAND 

AllD YUGOSLAVIA, ON THt OTH£R HAND' 

350 

APRIL 11, l 9il. 
NO. 169 

BY THE PRESIDENT OF THE UNITED STATES OF AliERICA 

A PROCLAJ.IATION 

WHEREAS section 1 or the joint 
Congress approved November 4, 1939 
as follows: ' 

r esolution of 
provides in part 

"That whenever the Preoident, or the 
Congr ess by concurrent resolu tion, shall find 
that t here eXlate a state or war between for eign 
states, and that iC 1s necessary to promote the 
security or prs aer?e th• peace or the United 
States or to protect the lives or citizens or 
the United States, the Proaident t'hall issue 
a pr ocluation nu1ng the atatee involved; and 
he shall, f rom time to t ime, by proclamation, 
name other states aa and when they may become 
involved in the wer.• 

AND WHEREAS it is further provided by section 13 
ot the said joint resolution that 

11 Tho President may, trom t ime to time, 
promulgate such rules and regulations, not 
1noons1stont wt th law as may be necessary and 
proper to carry out any or tho pr ovisions of 
this Joint resolution; and ho may exercise any 
power or authority contorrod on him by this 
joint resolution through such officer or offi ­
cers, or agency or agencies , ae he shall direct.• 

NOW, T!BREPORE, I, FRANKLIN D. ROOSEVELT , Presi-
dent o f tho United Statoe of America, ac t ing under 
and by virtue or the authority conferred on me by the 
aaid Joint r esolut ion, do horoby proclaim that, 
Germany and Italy having wantonlY attacked Yugoslavia, 
a state or war exis ts between Germany and Italy, on 
the one hand, and YUgoslavia, on the other hand, and 
that it is necessary to promote tho security and 
preserve tho peace o f tho ~nlted St ates and to pro­
toot tho lives of c i tizens or tho United St ates. 

And I do hereby enjoin upon all orrioors of the 
United states, charged with the executi on ot the laws 
thereof, tho utmost diligence i n preventing violations 
or the aa1d Joint resolution and in bringing to trial 
and puniahllmt any oft end ora aga1not tho aame. 

And I do hereby delegate to the Secretary or 
State tho power to excro1ae any power or authority 
conf erred on ao by tho said Joint reaolution , as aade 
a tteotivo by this my proclamation iaauod thereunder, 
which ia not epeo1t1oallY delegated by Executive order 
t o aoae othor orricor or agency or this Government, 

and 
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and the power to pro.aleate euob rules and regulations 
not inconsistent with law as mar be necessary and 
proper to carry out anr ot ita provisions. 

IN WITNESS WHEREOF, I have hereunto eet my hand 
and caused the eeal ot the United States ot America 
to be attixed. 

DONE at the City ot 'Vaehi ngton thia tenth day 
ot April, in the year ot our Lord nineteen hundred and 
torty-one, and or the Independence of the United States 
ot Alllerioa the one hundred and sixty-tltth. 

(SEAL) FRANrLIN D. ROOSEVELT 

By the Preetdent: 

CORDELL HULL 

secretarr ot State . 
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J'OR THE PRESS: DEPARl'MIHT OF STA1'1 

RUU:S AND R!GIJL4TIONS GOVERNING TilE 

SOLICITATION AND COLLECTION OF 

CONTRIBUTIONS FOR US£ IN XIJGOSLAVIA 
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APRIL ll, 1941, 
NO. 170 

The Secretary ot State announces that the rules 

and regulations under aect1on 8 ot the Joint resolu­

tion ot Congress approYed NoYa.ber t, 195, llb1oh 

he proaaJcated on lloY..tler 6, 19Je, henoetorth eppq 

equall7 to the .olloltat1on and oolleot1on ot contr1-
but1one tor uee ln JUcoelaYla. 

CORDELL HULL 

Seoretar7 ot State 
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DEPARrKINT or &TATE 

FOR TilE PRESS: APJIIWlloo ~l 
MO, 171 

REGULATIONS URISR SECTION 2 (o) AID (1) or 
THE JOINT RESOLUTION OF CONGRESS APPROVED 

NOVEMBER t, 1939 

The Secretar7 of State announces that the 

regulat1ons under sect1on 2 (o) and (1) of the 

Joint re.olut1on of Ooncress appro•ed No•ember t, 

11138, llbioh he pi'OE18&te4 on lloY..tler 10 and 

lloYBIIber 25, li38 , henoetorth appl)' equall7 1n 

rBipeot to the ezport or traneport of .articles 

and aater1als to 1\1801l&Y1a. 

CORDILL HULL 

leoretar7 of State 
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FOR 'l'!!E PRESS: 

• 

APRIL 11, 19U. 
NO. 172 

REOUJ..Anona I11IDI:R BOTIOI s or 

THE JOIII'l' !IZ80LI1'1'ION OF CONGRESS 

APPROYD IIOlXIIIIR ., 1838 

The SeoreUr)' of Bate MnoUIIou thu the . 
regulat1ou UIIUP eeottoa IS ot Ule JolU ruolutton . 
of CongPeee apJII'o•e& JoY_.... •, 19all, whloh he 

pro.al8ate4 OD .... t • 1, 1114 aaea484 lonllber 17, 

1939, henoetortb 1fP17 ~ 1n rupeot to traYel 

b7 o1t1&ene ct tbl Uftlte4 ltatee on Yeeeele of 

lCUgollaY1a. 
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fEDERAL RESERVE BANK 

OP' N•wYoAK ((/J/V 
I , 

J,prU 10, 19U. 

'!Hfi!EIItL 

wek llllled April 2, 1Ml, abaowiDc dol.lar dhbw te 

oat of tbt BriUela lllpire ...S rr-ch •-te at tllia beak 

u4 tbt- liT wbiall tiiHe IIXplllllitarea wn NvnMd. 

L· w. IDDIDI, 
Yina PrMi.S.t. 

• Ue...., JIDI'pDU!IIao lJ"ot •• ••tu7 ot u. '1'1'11~. 
~,D.C • 

...,,a •• 

.1. 
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(e) llloludoo -to tor -t at llriH oll Purobaollle oc..toaloa,' lirtuob '1.1r lllAiotJT, Brti le\. JAApp~ Boud, lllAiftJT or 
aopp~ t'Wkr Cont,.,l, &Dd lltuiot,. or SbJpplJI&. 

C•l lotla\<14 tl..Ho l>uod "" -.ro,. hoa •• - T<>rl>....,. ol> u.. ~or lloat.-1 , -ell ep-U, _..,_ ' ' 
Pl'OOM4.I o t' 01')'toSa.l 'Brft-hb -.te• ot .._r1e.ur .-nz:stt•a, tu-~ t.kt_. ott'M.S t~ 4.1J"eot Df~F'tiattnn. In o.d.dtttnJa 
to t:J» Dtf'l•lal. ee~, aubft&nU&l 1lQa.1daUoe o t a.IWIU1Uo• ftfr p:rtftt4' Brt.tS...aOOtWUDt ..-'IZI"'nd, particulul.J' ~ dMI 

TMJ<lT _,atbo br tbo ov, U~ tla; NOOipt bf tbe -.,s. a .. tbio 110111< -· Ia ldooUts..t With ..... ·~· - 11141 • 
to data aoppllod b)' tiM BrUt&,.._...,.- reloo- "b)' 90uot.U7 lloJ111lltl.u, t<•.U ortlolal- prlnto Brnt.h Uqu14otlm>• 
or oqr •.....UJu ~ .... Do-.:r liAO -w to ~ llill.W.. 

lot Ioolud .. ~ teD ~loo ~lYe« ~iDS Oo~bor ~ tbo • ..,;,. .. or ~tloll ~rtoo4 1-ko with r.ow Yorlt ~; pNIN!IOb]J' 
ftt1..c'ta; t.be reqwiaitiO!d.aa ot pftft"b dlol.la.r bela••.. OU.r 1a.rp 't're.Mt'en rr... .u.at •~b 4uriJ:a& anre l"Ment amtha 
appa;na.tl)' ~M:IIt the aoq\ltfttt.o. or p.ru6H41 o t n:pon.a t'rta tho ete:ru.aa u.• a.Dd ~>ther oUI"r''ntl7 ac.cl'U.i.D.& ~l.lar ftea tpt'll. 

• • (C) IDoku!eo -•• to>' eoonuot' ar 7reo0b Air ore-tool""' IUld Jronoh Pu:robaolhs oc..too1011. . . . ... ·~ ... . .. 
J o) .MJuoto4 to o~"thol''iitftot or too 1Dibui. ,Pet4 out "" ~· 26 and ... turDOd .tbo t<•llnw1as 4e.y, . . . 
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TREASURY DEPARTMENT 

·- Seoret~~nthau 

Mr. H~r · 
TO 

Eap1o,aent UDder the Work ProJeota A4a1D1atrat1on 
shoved a deo11ne of 46,000 peraona to 1,662,000 during 
the veek ended April 2, 1941. 

-­Attaoblllent s 

\ 
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lOB PJIOJKCft ADIIDIS'PIIA'!IOJ 
Jwtber of lforkera s.p1oJe4 - w .. u 7 

Un1te4 Stu .. 

feelt en41ng 
1911<>-~1 
Sept .. ber ~ 
Septe•ber 11 
Septe•ber 18 
Septe•ber 25 

october 2 
October 9 
October 16 
October 23 
October 30 

Ron•ber 6 
llo.,.•ber 13 
Ro.,.•ber 20 
No.,.•ber 27 

December ~ 
Deoe•ber 11 
Deoe11ber 18 
Deoeaber 25 

JanuarJ 1 
JanuarJ 8 
Januar7 15 
Januai'J 22 
Januai'J 29 

rebruai'J 5 
P'ebruei'J 12 
P'e bruai'J 19 
rebr\aarJ 26 

llarah 5 
llaroh 12 
llaroh 19 
llaroh 26 

Apr1l 2 

8ource1 worlt ProJect• A4a1n1•tret1cn 

JU8ber of Worlter• 
(In tbouaan4•) 

1,* 
1,687 
1,689 
1,7o4 

1,7~7 
1, 762 
1,768 
1,TI6 
1,779 

1,783 
1,785 
1,806 
1,820 

1,832 
1,855 
1,872 
1 ,878 

1,880 
1,887 
1,893 
1,896 
1,895 

1,892 
1,893 
1,SS5 
1,867 

1,806 
1,7~ 
1,736 
1, 70S 

1,662 
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19,8 
JulJ 
Augult 
8tpteaber 
Ootobtr 
Nonaber 
Deoeabtr 

1939 
JenuarJ 
J't~ar)' 
.. roh 
April 
.. 1 
June 
Ju1J 
AUgutt 
8eptta'bel' 
Ootober 
ltonaber 
Dtoeaber 

1911o 
JanuarJ 
,.~ar)' 
.. J'oh 
April .., 
June 
Jlll.J 
Au pan 
kptnber 
Ootobtr 
lon.bll' 
De-btl' 

19ilo 
Juuarr 
J'tliNarf 
llal'oh 

8ouroet Worlt ProJtote A4a1D1etrat1on 

luabtr of Worltert 
(In thouean4e) 

,,053 
,,171 
,,228 

'·~ ,,287 
,,094 

2,986 

'·~' 2,980 
2,151 
2,600 
2,551 
2,200 
1,~ 
1,790 
1,902 
2.~ 
2,152 

2,?66 
2,3M 
2,288 
2,092 
1,926 
1,6&; 
1,'ZOi 
1, 691 
1,~ 
1,179 
1,820 
1,878 

1,895 
1,8i'i7 
1,708 

llonthlJ f1guree are ntltlJ t11W' .. tor the 1at .. t "'It 
ot tha aonth. 

'rhtJ 1nolu4a oerUt1a4 and nonoerUt1a4 wol'ltere. 
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365 

TREASURY DEPARTMENT 

INT.R-omc• COMMUNICAT10N CONFIDEII'!'IAL 

Beor~tary nthau 

Mr. Baa ' 

The ei ness Situation, 
Week ending April 12 , 1941 

s~:r 

DAU April 14, 194! 

( 1) co-od1 t:r prioee increased eoaevbat further laat 
veek, despite the uneettlement of epeoulative eentiaent oaueed 
by the Geraw.n ad-ranee in the Balkans, Inoreaeea were pr1aaril;r 
among rata and oil e , rubber , and ooooa, with acme evidence that 
11 good part of the hea't'7 b117ing vae tor inventory. 

( 2) Veeltl;r e&l'IUnge or tao tory workers increased coneider­
sbl;r in Februar;r , and a turthar 1ncreass is indicated tor March. 
Advances i n wage ratee in eeveral baeio industriee euch ae 
steel , coal, and automobiles have reoentl:r been granted or de­
manded. 'l'hase influences, while r aUing the le-rel or national 
income , are tending to aelte the control of prices acre difficult. 

(3) Reflecting tbe inoreaeed oone~aer inoo•e, General 
!toters retail &alee of new care and trucks in Karch rose to the 
highest aonthl:r figure on record. Stocke of new cars reported 
by General Motors Oorporat1on declined in Karch tor the t1ret 
time sinoe last August , although used car stooke roae to a new 
high. 

(4) Steel ingot production, pig iron production, and the 
U. S. Steel Corporation' • eh1paente or fin1ehed steel, all 
reached record h1gba i n March. ~ wage increase granted b:r 
the National Steel Corporation last week probably foreeba4ove 
similar action by other eteel producers . The coal strilte ie 
beginning to interfere with steel producti on, and baa already 
forced a few blast turnaces to oloae down. 

(5) 'l'otal oonetruot1on avarde as reported b:r the r. v. 
Dodge Corporation i n Karch rose to a nev high Iince June 1930, 
as contraote let tor ractor:r oonatruoticn expanded sharply. 
Mort gages selected tor appraisal b;r t be FHA in March also 
advanced to a record le-rel . 

- - - - -
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General situation 

fhe German invasion of the Balkane Jolted speculative 
sentiment enrly last week, with a resultant decline in stock 
and commodity prices. However, largely due to renewed 
strength in fats and oils and eome imported products, com­
~oditY prioe indexes were again moving higher by the end of 
the week. 

366 

Retail trade is making a strong showing a e a result of 
1noreaeed public purchasing power and the late Easter, while 
new orders continue to tlov into induetry in heavy volume. 
llesklY bueineee indexes have dropped aa a result ot the ad­
verse ettects ot the coal strike , wh1oh hae oauaed a sharp 
decline 1n traigbt oarload1nge and is beginning to threaten 
steel operations. Autoaobila production was out by the Ford 
strike, but should show eoaa recovery in the near tuture nov 
that a settluent has been reached. Wage rates in baeic 
tndustriee auoh as eteel, coal and autoaobilee are trending 
h1r)ler, and the consequent inorsasee in ooneuaer purchasing 
power and induetrial ocate are oaua1ng intlationary tendencies 
1n 1nduetriee where capacity il a liaiting taotor. 

All-coamod1tJ-1Jidex at new high 

For the week ended .lpr1l 5 the BLS all-commodity index 
reached a new high a1nce 1937 at g2.2, an increase ot 0.2 point 
over the previous week. fhis vas the eixth ooneeout1ve weekly 
advance. The tats and oil s group increased 3.6 per cent 1n 
t he week, making a total ot 32 per oen' increase einoe t he 
t1rat ot March. 

Prices ot tats and oils abarpl.y higher 

The tollo1o"1ng individual ooMOdity price changes last 
week (between April 4 and April 10) aerit epeo1al attention. 
(See Chart l, lover eection . ) 

Tallow! Increased 3. 6 per cent. Purchasing by u.nu­
tacturers hae been heavy and oontinuoue, apparently to build 
up inventories . 

Cottonseed oil: Increased substantially. Futures prices 
increased further continuing a very steep advo.noe which began 
early in March. (see Chart 2.) Trading in tuturee continued 
t he heavy volume previouslY reported. Tentative trade estimates 
indicate a contra-seasonal increase in consumer buying tor 
March. Quotations on vegetable oil ebortening advanced. 
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~~ Prices rose noticeably. Recent price i ncreases 
have occurred in spits or an accummulation of lard stocks in 
thie country t o t he highest on record . The riee i n futures 
pri ces , l i ke t hat for cottonseed oil, bas been very steep since 
eDJ'lY March . (Refer to Chart 2.) 

Cocoa: Prices increased 5.0 per cent in spite ot record 
t•eoelpra:- According to press reports , big oonsWllers are buying 
huge quantitie s in order to have an adequate supoly even it the 
l'DJ' outs ot t imports entirely. Although import&· for 194o 
est ablished a record at almost 5 mil lion bags, arrivals this 
year have t ot aled nearly 1-}/4 million bags which exceed imports 
tor t he same per i od last year by more t han ~0 per cent . The 
largest s i n le cargo ever booked arrived several veeka ago trom 
West Africa ; an even larger cargo baa nov been booked. The 
present stock pile in the United States is estimated to equal 
g conthe' needs . 

Rubber: Prices i ncrea sed considerably on reports ot a German 
raider In the Indian Ocean and the uncertaint:r caused by war 
activity in the Near East. Tire shipaents in the flrat quart er 
ot 19~1 vera the largest number tor that quarter since 1929· 

Rogal Increased 6 .9 per cent on expected Government 
purchases ot pork products. The press reports the.t conaWllera 
are placing commitments tor 6 monthe or even further ahead. 

Wheat1 The Government crop report on winter wheat i ndicated 
(as or-IP:ril 1) an expected production ot 616 million bushels, 
compared w1 th 589 million in 194o and an average of 569 milllon 
in t he period 1930 to 1939 . The figure vas in line vith private 
estimates released in the preYloue veek. 

Earnings ot factory workers substantially increased 

Continued advancee i n earnings ot factor)" workers are t end­
i ng to increase the national income , and to expand the volume of 
consumer buying. On the other hand , t he dltticult:r ot holding 
down industria l costa and prices ia being correspondingly 1.1\­

creaaed. 

Average weekly earni ngs of factory workers reported b:r the 
BLS increased t o $2g. 56 (preliminary) in February compared with 
$27.70 in January. A turther increase 1n weekly earnings U 
estimat ed to have occurred dur~ng March, judgi ng from confi­
dential BLS data based on a relatively small sample . (See Chart 3, 
which presents t hese data on a 1935-1939 base , in compari son 
~th t he BLS coat-of-living index). 
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The ateep 1noreaae in weell:l.y earntnga beginning in the 
thlrd quarter or 19}8 contrasts with relatively aaall ln­
oreases in the coat of living during that period. The es­
t imate tor Karoh 1911-1 18 based on NICB data. 

Autoaob1le aalea r1ae sharply 

One or t h e aoat atrlklng aanifaatationa or the riae 1n 
purohaeing power hae been ita effect on autoaobila aalea. 
Qeneral Kotore confidential aalea figures for Karch reveal 
that sal•• ot new oars lllld truclta to c ona11.11era during the 
month roae 45 per cent above Karch 1911-o to the hlgheat 
monthly Ugure on record. (Bee Chart 4.) Th1a atrong ahow­
ing is acre eignU1oant in view or the tact that an unuauallJ 
good aalaa voluae hae been M.1Dtal.ned ever a1na. the 1941 
model care were introduced. JJ. though the booat in public pur­
chasing power undoubtedly baa been the doa1nant tactor in the 
heavy ealee voluae, teare of produot1on curtallaent and price 
increaaee have alao been contributing taotora. 

Due to the heavy aalea to oonauaera, new oar atoolt8 re­
ported by General Motor• Corporation deollned during Karch 
tor the t1rat tiM alnce lut Auauat. .la a reault, atoolt8 
at the end ot llaroh were • per cent lower than a year aarlUr, 
and the ratio or atoclta to aalea n• well below that preval.l­
ing on the aame date 1n the paet tew 7eara. (Bee Chart 5, 
upper eeotion.) 

Although uaed oar aalea of General lfotora dealers in 
llaroh were }0 per cent above. llaroh 194o, they ran 2 per 
cent below the prev1oua aonth'• unuaually heav7 volume. B7 
the end ot the month atoolta ot ueed oars in the banda of 
dealers had reached a new hlgh, although the ratio ot atooka 
to ealaa na still moderatell' below that or comparable datea 
ot the paat tew yeara. (Refer to Chart 5, lower aeot1on.) 

Wages and pr1oea abeorb!ng attention in steel induatrz 

While wage negotiatione were atill under way between the 
U. s. Steal Corporation and the Steel Worltera' Organizing 
Committee, the National Steel Corporation at the beginning ot 
laat week suddenly announced a wage inoreaee ot 10 oenta per 
hour. Thla n• the equivalent ot a 16 per oent 1noreaae 1n 
the n.ge rate tor oo~n labor. Thla aotion waa tollowed 
near the end ot the weak b7 a tol'll&l d saand on the Bethlehea 
St eel Corporation by the S.W.O.C. t or a wage inoreaae ot 
10 oenta an hour. Sin oe aott coal miners are on atr1lte tor 
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higher vagee, and 110ae increase in wage a tor iron ore aJ.nere 
ap~eare likely, the queetion baa arieen ae to the etteot ot 
these moYee on eteel prices. Oontr4r7 to the ueua1 practice 
price announcements haYe not yet been aade t or the eeoon4 ' 
quarter and it remain• to be seen what action Will be taken. 

Trade comment indicates that there has been no diminu­
t ion in new business booked by the steel mills. Latest aYail­
able weeklY tiguree ot new orders receiYed by the u. s. Steel 
Corporation ehows a rise ot 4 per oent to 165 per cent ot 
capaoi ty. Order a and baoltl.oge tor plate a and bare in the 
industry are reported to be especially heayY, and auto110bile 
producers are aaid to be exerting great preeeure tor 8h1P­
aenta of abaete and etrip. At the eame tiae, the Iron Age 
reports that the automobile induetry has been adrteed that U 
cannot haYe ae large a steel tonnage ae dea1re4 t or produotlon 
ot 1942 aodela 1n the latter halt ot the year. 

Record steel production in Karch 

Deapite eoae labor trouble near the end ot the month, 
steel ingot production tor the industry ae a vbole reached 
a nev higb at 100 per cent ot rated capacity in Karch, ae 
compared with 96.~ per cent in rebruary, according to the 
American Iron and Steel I netitute . Shipments of finiehed steel 
by the u. s. Steel Corporation alec eat a record in March, 
with tonnage exceeding the preYioue high of )lay 1929 by 
l per cent . Pig iron tonnage also reached a nev higb during 
the month ae a result ot a 3 per cent gain oYer daily aYerage 
output in February. On April 1, 205 turnaoee vera in blaat 
aa compared with 202 on Karch l. 

'l'be coal etrike baa begun to atteot pig iron production. 
Dllring the paet week 2 blaet turnaoes in the Chicago dUtriot 
and at least one each 1n both the IOungetovn and Pitteburgb 
d1etriote were reported closed down becauee ot the etrike. 
Further d1ttioult1ee in th1e connection were expected unleee 
the coal etrike vas settled proaptly. The aonaent ot iron 
ore down the Great Lakes baa alread1 started and vas expected 
to be i n alaoet tul.l. ev1ng by the end ot last week. •aYigaUon 
t hrough the &o Oanal ie reported to baYe been opened at the 
earliest date in the history ot lake transportation. 

Steel ingot production last week wae eoheduled at 
99 .3 par cent ot capacity, a gain ot 0.1 point over the preYi­
oue week. steel operations during the current week are 
scheduled at 9~.3 per cent ot capacity. 
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New orders at reoord h!sh 
Due largely to a sharp spurt in new text ile business 

marked by large orders tor woolen goode, our index or new' 
orders rose 23 per cent in the tiret week or April to a new 
record high. {See Chart 6. ) Steel bookings alae shoved an 
increase, although the gain or ~ per cent was or modest pro­
oortions in oomparis.on with the increase in textile orders 
New orders tor items other than steel and textiles shoved ~ 
contrary trend and declined ~ per cent trom the previous 
week. 

Construction activity booaing 

Due chietly to a sharp increase in contracts awarded 
tor non-rBaidential construction, last aonth ' s total construc­
tion avarda , as reported b7 the F. V. Dodge Corporation, 
reached a new high since June 1930. !be total tor the month 
rose to no l eas than $48o,ooo,ooo troa 1270 000,000 in the 
previous aonth and 1272,000,000 in Karoh 1940. In reflection 
ot the drive tor increased industrial production to speed up 
the datenae program, contracts let tor factory bu1ld1nge rose 
to $122,000,000 rroa only $22, 000,000 in March l~O. Hea97 
engineeri ng construction awards in March, ae reported b7 the 
Engineering Neva Record, reached the third highest level on 
record and ran 152 per cent above Karch 19~0. 

Although residential construction contracts awarded 1n 
March rose by lees than the usual seasonal amount, they at­
tained high levels and wer e still 21 per cent above the cor­
responding month ot last year . {See Chart 7, upper section.) 
FUrthermore , a great amount ot residential construction 1n the 
next tev aontha, particularly in defense areas, is foreshadowed 
by FHA data. Additional i.J!lJ)etue t o residential oonatruction 
Will be recei ved trom liber alizing legislation enacted reoentl7 
whereby the FHA vas authorized to i nsure mort gages up to a 
combined t ot o.l ot $100,000 ,000 in oommun1t1ee Where a shortage 
ot detenae housing exists. 

Mortgagee selected tor appraisal by the FHA in Karch {on 
a dollar baaie) rose to a new high and exceeded the best previ­
ous month on record by 7 per cent . This strong showing carried 
over to the tiret week or the current month, >~hen weekly figures 
ot mort gagee selected tor appraisal by t he FHA also reached a 
new record high. {See Chart z. lower section.) 

Ot the t otal number or mortgages selected tor appraisal , 
the number or new homes to be built under the FHA progrBII baa 
increased, with only one notable interruption since the beginning 
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or ;he year( and attained new r ecord l evels in the fir st week 
of Anr1l . See Chart g,) The number ot new homes actually 
started under t he FHA pr ogram t ell seasonally to a low t or the 
em•rent year i n the l ast week in Februar y , Af t er which a s trong 
eePsonal upeW1 118 set in. By the first week i n Apr il, the 
nuober s tarted was nearly double the r ecent l ow and 17 per cent 
above the corresponding week ot 19~ . (Bee Chart g ,) 

Weekly business indexes 

Due almos t entir ely to a sharp drop in carloadin ,s ot 
coal ariai ng because ot the coal strike, the Net1 Yor k Times 
1ndex of business activity in the week ended Anril 5 declined 
2.6 to 121.7. 

The principal ot tsett i ng 'tactor was a moderate gai n in 
the adjusted index of steel ingot pr oduct ion , as a result of 
a rise in steel ope.rations . I n addJ. tion, the adjust ed i ndexes 
of cotton =il l activi t y, DiscellP~eous freight carload1~a, 
and electric power production a l l showed alight f r actional 
gains. 

On the other hand , the ad justed i ndexes of lumber and 
?&perboard production showed tractional deol i nes and the 
adjusted index of automobile product ion declined nearly g 
point s , due largely to the drop in product ion caused by the 
For d strike . 

Barron ' s index of business activity f or the week ended 
Anr1l 5 showed a smaller decline than t he Ti mes i ndex and 
ceor eased t o 132. 2 from 133 . 3 i n the previous week. 

Prel i minary data t or the week ended Apr i l 12 r eveal 
a~other shArp drop in the ad justed i ndex of automobile pro­
duction as a r esult of the cut i n out put resulting troc the 
?ord s t rike , PnC!. a small decl i ne i n t he i ndex o~ eteel i ngot 
!)roduc t1on. 
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~IIITIIII £ ..... .,, 

WAI HIIICTOII , D.C . 

P:RSOliAL A!ID 
SECRET 

Dear Mr . Secretary, 

April 14th, 1941 

I enclose herein for your 

personal end secret information a copy 

ot the latest report received troo London 

~ the ~i~itary situation. 

The Honourable 

Believe me , 

Dear ~r. Secretary, 

V~ry sincerely yours , 

Henry Korgentheu, J r., 

United Stetes Tr~esury, 

Waahlngton, D. C. 
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llnlTARI llrtl:U.IGO\CE DIVISION 
ftAR DEPAR'l'IJllrl' 

Washington , April :u., 1941. 

TZHTATIVE LESSONS BULLE'I'Ill 
No. 91 

Cl-2/2657-235 

The intoraation contained in this oeries o! bulletins 
will be restricted to items fran official sources which are 
reasonably confirmed, The lessons neceun:rlly are tenta­
tive and in no sense mature studies. 

This document is being g1 ven an approved distribution, 
and no additional copies are available in the lUll tary In­
telligence Division. For provision& governing its reproduc­
tion see Letter 'l'AG JS0,05 (9-19-40) ll-1!-U. 

GERI:AR A!IIINISTRATIVE SE:!VICES 

SOURCE 

This bulletin is basod upon infonnation prepared by a hich 
British o!ticial source in mid- 1940. 

cm.'TENTS 

1 . SUPPLY SmYICES 

2 , !UDICAL SmYICB 

J , VE'I'DUNARI SmviCE 

4. FRO'fOST Slm'ICE 

5. POS'I'AL SmYICE 
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CCIG'IDMIAL 

GEiliWI AIIIDIISTIIATIV! Sl'l!'JIC.Z 

1. SUPPLY SE:IVICES 

a . General 

The supply service is responsible not only for the pro­
vision of am~~~unition, focxl , equipment, and motor fuel, but it also 
provides mobile >TOrkshops for the repair or motor vehicles arms and 
equipment of all types . In addition, it includes personnei neee:s&rJ 
!or loading and unloading the vehicles of its various colUIIIUI and for 
establishl:oent of refillin!: points, dUIDps, parka, and the like. 

The supply organiution is kept very fiuid . Aa far aa 
can be ascertained, the establie'-ent of the auppl;r service in a !or­
uti on is not at &rllf tiJ::e fixed . Col\IIIDS are ot atandardit:ed carryin& 
capacity and are trans! erred trcm OM fonaation to another 1 according 
to the requirements o! the situation. 

In addition to the supply colur:ma described in lb, le 1 

and l.d.1 Gill bas a reserve of mechanical transport coliiiODS, each with 
a careyin& capacity of 60 tons . These can bo used to a~nt division­
al, corpa, or ~ columns . 

The system as recards focxl supply is that one day's 
ratione ere cnrried in t he unit field kitchens, t'lfO days' in the unit 
supply transport, and one day's in the divisional eupply colUIIIUI . Each 
11a11 carries one day • s iron ratione, and a eWlar reeerve is kept on 
the unit !iel.d. ldtehene. With regard to !orare, the day ' s ration 1a 
earried on the animal or ca its vehicle, t'lfO days' forage is carried 
by the unit supply transport, and a further fora£0 in tbe divisicaal 
eupply col..m. An iron ration of forage is carried ca the an1.a1 or 
in its vehicle . 

As a general nll.e 
1 

the deli very of rations to sub-uni ta 

1a organised as !olloors: 

At the divisicaal deliV817 point, tbe 80tori&ed secCIId 
echelon of the re~ eupply tri'.Deport receives the :supplies on a 
battalion basis . They are then handed over tra:l this second ecbel.on 
to the first - composed , in the case of infantry battalion, o! horsed 
vehicles . In exceptional cases the second echelon delivers direct, 
and the horsed first echelon follows its sub-unit loeded . Each IIOtor­
izOid unit has a t>Otor vehicle 1fhioh carries t'lfO days ' supply and con­
sequently dramo only every ether day tr0111 the divisional dell very point. 

The systea as regards 8l'lluni ticn auppl:r is tbe - as 
that of the British 1.rr:f1 - that is, ayatetlatic replac.ent troll r ear 

COII7ID!NTIAL 
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CO!iFlDl!!ITLU. 

to tront, 

Gasoline, oil, and vease are ~paced systelllatically 
trcn rear to front . llotor vehicles of non-clotor1zed wd ts fill up troll 
the divisional motor col~ !or sasoline and oil , ~otorized unite have 
special fuel and sto1·es vehicles flhich act as links betr.een unit ve­
hicles and divisional or 8l'll'\Y MOtor OOlltmnS for easoline and oil, ln 
calculating quantities of fuel needed, the Oermnns classifY motor ve­
hicles according to their nature end eaooline consUZJption . The unit 
of coneunption is that quantity of fuel which the vehicle requires 
for a 6o-m11e run , 

b , Supply Service in the Division 

'!be supply service of tho divioion is under the ec.3&Dd 
of the division supply officer, lie hae under his control unite 'll!lose 
type and nunber a=e dependent upon tha situation. Az::on& these are tho 
following• 

(l) SupplY Col\11111\e 

These are horsed or SQ.3J.l motorized col=• which 
have a clll'T}'ing C3paci t"J of JO tone, Each horsed column contains 40 
vehicles and each Slll3ll motori&ed column has ten ) - ton vehicles, Ther e 
are probably eieht of these supply colwons in a nornal infantry or 
motorized infantry division and seven in an amored division, Suppl,y 
colUT.!RS of motori~ed infantry divisions and armored divisions are 
invariably motorized , 

In certain terrain it is necessary to employ mountain 
horsed columns and pack transport columna. Each of the former baa a 
carr;in& capacity of only 15 tons, and a pack transport column, even 
under the 1110st favorable conditions , can transport onl;r five tone, Each 
pack load ia between 100 and 180 pounds, 

The maxim\llll dally run of horsed and mechanized 
columns is 19 and 100 llliles respectivel.Jr. The average speed ot notor 
columna 1e 15 to 20 miles per hour, or tive tiloes greater than that 
of the horsed colucns . 

These col\111111& provide figbtinc troops nth IJI'I:lunit ion, 
food , clothing, arms, and equipment of all ldnde . TJ:'8Y evacuateandd~gheod 
weapons and equipment, cl\ptured materiel , used cartndge cases , 
like 

1 
na well as wounded men and P.nil:Ulls in Ct\ee of neaessi ty • 

These columns nol'cally form the links between army 
supply coluons , dese:-ibed in ld(l) , and divisional refilling points, but 
in cel'tain cases they m41 operate trCII railhel\d to divisional refill.ing 
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pointe. At the latter, """"111\ition is handed over to light 1nfantry 
cavalry, artillery, engineer, or a~ col\ICII\s, and rations to the' 
motorized port t on of the un1 t• a supp~ transport, llhen action is 
iJm:linent, an artil1ery emun1 tion echelon 1a forued n-om the aotorbed 
columns carrying 011112un1 tion . '!hls echelon is placed under orders of 
the division artillery cCll:l.Jander, and transports lllllllunition to tl'.e unit 
ammunition echelons or to tr.e cun po•iti ono. 

{2) llotorized Coli.Dlln for Oasolino and Oil 

In the case or an infantry division, this division­
al unit is llelieved to consist of one officer and )0 other ranks, with 
24 motor vehicles. It establishes gasoline pointe for motor vehicles 
of the staff and of non-aotori:ed units, as well aa for 110tori:ed 
units . The dirlsiollU motorized col~E~ for gasoline and oil procures 
ita supplies of aotor fuel, oil, and lubricants direct b-<1:> the gasoline 
railhcad or trom tbe ~ cotor col..., for gasoline and oil. 

{)) Uoblle ::orkahop Sections 

There is believed to be one unit of tbis type in a 
normal infantry division. It conaista of three officers and 190 other 
ranks, w1 th 100 motor vehicles, l2 trailers, and eight motorc:'clea . 
Personnel carry out second line repairs to t10tor vehicles; fir at line 
repairs are carried out 1'11thin unl.ts themselves. 

{4) Supp).y Companies 

These companies , which are divided into II!IIIIUI11tion, 
ration, technical , and collect ing sections, are responsible for loading 
and unloadin& of vehicles at divisional refil1ine pointe . 

The division sup;lly of!icer has under b1m an officer 
-.ho controls tbe divisional INJ>Ply refill1n& point and tbe eli rlaional 
field. baker; and butchery . 

c , SupplY Service in the Corps 

Tbe ca:zander of t he supply service of a corps is known 
aa the corps supply officer . Jfe has under his control a n~ of un1 t.l 
of the alll!le type as those in the supply aervice of a clivision, These 
unite are used to reinforce supply ooluans of divisions when neceaaar,r 
and also to auppl,y corps troops. 

d , SuoplY Service in the AJ'!!Il 

The caamancler of tho aupp~ service of an lll"lll1 is known 
aa the &n:IY supp1,y officer , He has under hie control a nUClber of unite 
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These are motorized colwnns or 10 or 20 3-ton 
vehiclos which have c~ng capacity or e\thor 30 or 60 tons . They 
normally form the link between the ar:aouni t ion anc:1 supply raUbeada of 
the army anc:l the army 8IIIIIIUll1 tion anc:l supply depots, where their lolda 
aro partly taken over by the c11v1aional supply columna anc:1 ~ re­
tained 1n the depots . 

(2) llotorized Col\alls !or Gaoollne anc:l Gil 

These col.....,a have tank capacity o! either 51 500 
or 11,000 gallons o! motor !\lel. They liOrk on t.be "endless band0 

syat.. - direct free supply railhead to units 1n di'riaions, or to the 
divisional notarized colUCil\ !or gasoline an:! oil . 

(3) Field l'lorkshopa 

In these units repairs to neapona anc:l equis-ent are 
carried out. 

(4) Supp).y Battl\lione 

These units are c11vided into 8lllliUDition, ration, 
technical, IUld collecting companies 1 which are located at various army 
parka . The)• are responsible for the load~ and unloading o! vehicle I 
of the divisional ~nd army supply columns anc:l for other duties 1n 
connection with the parks theoselves. 

(5) Parka IUld Depote 

The follorri.ng types or parks an:! depots exist 1n ... 

&J'IQ'I 

Depots' 8I:II!IUDi tion 1 supply . 

Par!<SI Wantry, artillery, engineer , signals, 
~~~echanical transport, equipoent, aDti-gaa equipment. 

In adc11tion, the army supply officer has under h1a 
an of ficer 1n charge of suppUos who controls the army supply depot 
anc:1 the army field bakeries and butcheries . 

-s-
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2 , li!DICAL SERVICE 

The O!R of armies in the field h4s nt its disposal ambuance 
units, field hospital units , and arm;y modical ~~nits . There are, in 
addition, hospital ships and hoepital trains with necessary medical 
personnel , Each arm;y di~poses ot a nuober of ambulance units one 
!ield hospital unit, and one medical unit, as llell as hospital trains , 

The field hospital unit establishes separnte hos.,itals for 
serious and for light eases , The latter are for casualties nho are 
liltel.y to return to their units after three or four weeks • treatlllent. 
The amy modi cal unit contains ~:todical companies, detachments to estab­
lish field hospitals , and a~:~bulance sections , Ari:r:t J:lodical eCliiiJ)D.n1eo 
sod fiold hospital detachments reWorce or relieve divisional IOBdical 
cccpanl.u and one field hospital dotacl'l:l8nt; ano;:r anbulance sections 
arc senerall.y employed in rear of divisional arens . 

Ho medical units are allottod to a Oerc.an = corps. 

Each infantry division has one , or occasionally two, Mdical 
companies . A coopany consists of s1."C o!!icers and 2?8 other ranks; 84 
of its personnel are a.med vith pistols . This unit, partially motorized, 
is reported to contain l4 motor vehicles and six motorcycles, as wall 
as 50 horses . 

There is also in each divinion a field hospital which, it is 
believed, consists of seven officers and 85 other ranks , m th 30 motor 
vehicles and five ~:totorcycles . In addition, ther e are two ambulance . 
sections, each or one officer and 50 other raru,s, with 21 motor vehicles 
and throe motorcycles , and there ~ be a horse-drawn acbulance section. 

ilowxled are first collectod and tended at regillental aid posts 
by unit nedical personnel . They are then taken to one of the car posts, 
where they are taken over by divisional notorized or horse-dra•n ..,_ 
bulanee sections and transportod to the advanced dressing station. Ad­
jacent to the advanced dress in& station are the wal.ldns wounded collect.­
ing posts, to which walldng wwxled proceed on foot . Tberea.!ter 
casualties are evacuated either to ~~e divisional field hospital or to 
casualty clearing stations and ~ hospitals . 

It is not kn0\11'1 how 1118.1\Y dressing stations can be f omed by 
a divinional nedical cOtlpaJV, but it is probable that the latter has 
sufficient personnel and equipnent for the provision of one main and 
tl'lo or three advanced dressing stations. 

Divisional cedical r eeourees are responsible for the care and 
evacuation or \fOwxled !roc the car posts or walking rrowxled collecting 
posts to divisional field hospitals or, untU evacuated , to the casualty 
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cle&ril\ll stations or anov hospi taJ.s , 

3, VE'l'EiliiiARr SERVICI: 

390 

The G!IQ of armi.es in t.he field bas at its disposal veterinary 
hospitals, mobile aniJtal blood-testina units, and horse transport 
coliiDII'\s , There are, in addition , hospital trdns and 3h1;>s !or the 
evacuation of sick and wounded anillllla , .mich l!lllCJ be suballotted t.o 
&1'!:1)' cCllll:l&lld s , 

Armies have veterinary hospitals which receive animal casual­
ties evllCuated by divisions and elao horses which have bec=e aveilable 
by purchase or capture, Horses which have recovered f rCIIl wounds or 
sickness are accCI'I:lOC!ated in veterinary depots. 

Should the distance between Ol'II\Y veteri.nary hospital.a and 

divisional veterinary companies be too !:"eat, veterinary evacuatina 
stations are established by order of G!f:l from resources provided by 
81'11\Y field hospitals , Army horae transport col~~r.~~~s evacuate an1mal 
casuelties froa divisional veterinary hospitals , 

No veterinary units are ellotted t.o a Oen:aan ~ corps. 

The infantry divisional veter<_n.ary ccupaey consists of six 
officers and 228 other ranks , ~~th lCO horses. lt comprises a collect1Dg 
section, a hospital section, and a stores section. ln actlon, the 
veterinary company establishes one or nore horse collecticc stations 
which are elso distributina contors for rellOUOts and for veterinary 

stores . 

It is believed that the evacuation o! aiel< and trounded aniJDals 

is apprCildcately the same as in the Dr1 t.ish Arm:r . 

4, PnOVOST SERVICE 

a . l!ilitari Pollee 

Unite of millt.ary police are mplO)"'d with divisiona , 
corps, etc . The divisional military police unit consists of two officer• 

and 18 other ranks , In home territory their duties include military 
police and security service and the custody of prisoners of 1f&.l' J they 
act in close cooperation ttith civil police. ln ener"IY territory they 

are elso r esponsible for traffic control, collection of strau).ers, 
prisoner Of war C&fi8S

1 
buriel or the dead1 establislaent or in!Ol'll&tiOD 

bureaua, control of civilians, t he organiution of cirll labor, c011trol 
of anima1s and !ire fighting and air raid precautions services. The 

military ~lice work in close coopernt ion 1rl.th the field secret police 

and m.th district callll&lldern and t01m majors. 

-7-
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b , Guard lla t tali ens 

These units pollee the depots, etc. '!'bey are included 
in each~· 

c , Secret Field Police 

It is belleved that the duties o! this organization are 
the so.me as those of the Field SecuritY Pollee 1n tJ>e Bri t.isb Artrtr. 
Some or their !unctions are thousht to be:-

(1) To prevent and discover espionaze and other offenses 
qainst the soeurity of the ~ and to control identi!ication cM'ds 
peraits and passes, and the movenont of all civ111ana; ' 

(2) To prevent civillans llvin& 1n the area occupied by 
the &nlll:r and capable of bearine an1.0 from joininG enE11f forces; 

(3) To supervise 'IIV correspondents, press photographera, 
etc. ; 

(4) To recruit suitable persons to act as acents tor the 
Intellieenco Sorvice. 

It is probable that the Ceetapo hns !urnished SOl!le ot the 
personnel of the Secret Field Polics . 

District cOillliD.nders and t01m aajors, ll1 th their detech­
""'nts 

1 
are establlahed as required in back areas . They are responsible 

tor provost duties 1n their areas, as well as for their other adadnistra­
tive duties . For this purpose llilltary pollee are included in their 
dotechclents, and addi t.ional pollee unl. ts are placed under tbeir c:c.aand 
where necessary. 

In ene1111 territory civil authorities are aubordinat.e to 
district c..-anders and tom> e>ajora . 

S. P05TAL SERVICE 

It. is belleved that this service, trhich exists onl)' in war , 
is organaed in the same •&<~ as the equi velent service 1n the British 
An!y, The divisional field post unit consists o! tr10 officers and )? 

other ranks. 

In order to disguise locations of formations end units, a 
system ot field post numbers came into force at the outbreak of r.ar. 
These nUDbera are allotted to the field ~ and to certain units and 
offices of the haoe forces . 
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Five- figure nllllbers are assil;1\0d to ton:>ations, units and 
sub- units; L or U pr efixed irv:licatea an air force or naval unit; the 
letter A, when added to a ailitary niAIIIber irv:licat.es battalion head­
quarters, while the letters B, c, D, arv:l E irv:licate the f our companies 
of the battalion. Numbers are auigned to units uith a studied absence 
of system, uith anuy, air force , navAl, and police n=bers occurring 
at random in the smne series , ·./hen lettoro 01· othe1· communications 
aro nddrossod, the field post number alone is used , >dth no mention 
of the unit perl:litted. It seems likely that, for security reosons, 
the field post number will replace the name of the unit on identity 
discs and in peybooks . 
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V,I.D,, 11.0, 12&00 II, April l4, 1941. 

SlTlJATIQ!! JVORf 

I. Weattm The&ter of W!J'. 

Akl Oe!l!!!!!. Lillited activity o""r the Britiah Ialea, 
Pllrthar att&oka on shippin&. 

British. Subnot'lllll. aotivity on the lliibt of the 
l2-3,3th, 'llhan acatteriDC attaclca wro IIWide o""r Oena&I'IY and the 
ocou.piad territories, Lilli ted activity laat night. 

n. Ml!P.Il 1'btater. 

_..,_ J:m!::; l'rcl!t· llanpr1&D and O!tUn unite ba.,. occupiad all 

·-· DOJ'tb of the Danube. 

~ bu been captl&N4 b.r the ~ farce of O..rel 
Obuft - lle1R *Sail bad edftnc!d t.brouCb JIUh. 

I\allM col- operetinl trca Pi_, Trialrte, and ZUa haft 
Dl I 'ed JeUrb (L,1ahl jaM) and & OQIIII~~· port.iCG ot DOrtberD 

. DllM\ia, 

'ftw Yusoel&v &J'II,)' 1a attapt1D& to oreate a d!te.e line in 
the IIOI'th &long the Sava riftr, lletW!D three and tift di'l'ia~ 
art !till intact in th1a area. 

b ISituatiCII in oentr&l S!rbia 1a unclear, eoa.~ 
!iiiMlAY fCII'O!! &re intact in thia N'!&1 md Britiah oftici&l r!pOZ'te 
iJidioatt tbat t.beae haft obtaiD!d &IICO.II!! 1D counteratteolal ~ 
IIi*. 

't:": ..... Al)!n1a , O!tUn t~ hold noriD&. Jo .ajor 
...., M ,-.t ocCQZT!d betwo a.- and Britiah troop! in thia 
-· JD -u-t Alban1a \he t\&liAII II1Dth AmT baa beCia A pub 
t.c.N Coriau (Iorita&), tbere ia ~- that the Oreell ri&bt baa 

~ to witlllbsw. 

AK• a.- !tl"!tqio ~inC cootinueCl. 1'b! pen ot 1'1..-
- ep.1D attacD4. tbe R.A.P. o-tret!d CD O!tUn c 'oatiala 
ill aCMUienl Serbia. 

m. W'"rr••m and AM.can Thtttt" ot Jtr . 
....._, LDII!• Ax1a t~ haft ocaplet!d the eDDiraln t 

of tobnk ~ captured Solll& on the l!QpUan a~ ot the LSliPn 
boNe~' ud Port capasao OA the Lib,ran al.d!. ';bl eit.aatiCG ot tbe 
wak Brltull tOI'O! (eatd.-t!d at an luatreliAII Di'l'iaion pl• a -.a' 1!4 
•:bed .... bripd!) ill !obnllc 1! beli!Y!d to be ... 1'7' -"-· 

AK• totlllrk aa at!ft11'7 bcllb!d. !ll6ra u ~ \bat avi.!-­
tion 1! belli& IIMCl Gt!aa1wl7 to~ the O!tUn cr-d t- 1D L1llP. ' 

!ISDlij1ll! 
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