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TREA.S:JRY DEl' ARTMEN'l' 
W aeh.1ngton 

1 

roR RELEASE, MOR!'liNG NEWSPAPERS, 
Apr11 15, 1941. 

Preee Service 
No. 2~57 

The Secretary or the Treasury announoed last eveni ng that tb.a 

tenders tor 11oo,ooo, ooo, or thereabouts, or 91-daJ Treaaur7 bi lle, 

to be dated Apr11 16 and to mature July 16, 1941, wb1ch were off ered 

Aprn 11, were opened at the Federal Reserve Banks on April 14. 

The details or t his 1aeue are aa fo llows: 

Total ftPplied for - $252,594,000 
Total accepted - 100, 4J9, 000 

Range or accept ed bi de: 

Hi gh - 99. 990 Equiv~ent r~te approx1matel7 o.o4o percent 

• • • 
Low - 99. 975 • 

Aver.tge 
Price - 99. 976 

• • 0. 099 per cent 

o. 093 percent 

percent or tb.e amount b1d t or at the low price wa~ accepted) 

- oOo-
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GOOUP 'MEETING 

"present: 

. H.¥.Jr: 

H.M.Jr: 

Foley: 

Jlrs. JClotz 
)(r, Gaston 
Mr. Sullhan 
JUo, Haas 
)(r. Schwarz 
Jlr. White 
JUo, Kuhn 
)(r, Cochran 
)(r. Foley 
II'. Bell 
)(r, Grana 
)(r, Thompson 

April 15, 1941 
9:30 •••• 

Herbert, in mr convereation - would you 
aake notea on thia please - with the 
President yesterday, I took over the 
Maorandua. 

(Mr. Bell and Kr. Graves entered the 
conference.) 

I took over with me the memorandum !roa 
Frank Inox. I talked to Frank Knox and 
Frank Inox aald that thla Navy fellow that 
wanted to take the Coaet Guard over in 
toto - but they had juet taken seven big 
outtere now and the7 would wait until war 
waa declared, and then they would take the 
thing over entirely. 

.lutoaatloally. There ia nothing we can 
do about it, unfortunatel7. 

! 
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H.U.Jr: 

H.l.l . Jr: 

- 2 -

Now wait a minute . There is nothing we 
can do about it except what I did . So I 
told thh to the President. 

(Kra . Ilotz entered t he conference . ) 

I told the President and gaTe bia the 
•.orandua, which he read nr7 care!ul17, 
and he aaid, "Thla la what I want. • 

"Stark ie ora17, and I don' t want all those 
tunotione of the Coaet Guard in the HaY,y," 
and he eaid, "You tell that to Frank Knox, 
that tbia il wh.at I want. • 

So we were walt;:f down, Dan and I, tbia 
.orning, and Fr !nox got out of bia car 
and walked with us, and I told him thia and 
he aaid he had told Stark, "You baTe got 
the aaae disease that eTer7bod7 else in 
Washington has got . You want nerything. "· 

So now I eaid, "Frank, it 1a back in 70ur 
lap, and the next moTe is rour s . • 

I apoke to the President about ice breaking 
cutters and about the additi onal things 
and what we could do in Tiew of this talk 
about the Nny. He said , "'l'o'ell, Coast Guard 
knows more about ice breaking than any other 
organization, and I said, "You know, I think 
we ought to baTe at least one or maybe ·two 
of these Ter7 big ones like the Russians 
han got . • 

3 

He said, "I agree with 70u. I would like 
rou to go ahead and prepare the design.• 
But he aaid, "I would like to make a suggestion 
that 70u haTe part of t his ice breaker as a 
runway. " 
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For planes" 

He said so that either a helicopter or 
one of these little planes - the Army bas 
devel oped a plane that takes off with a 
very ehort run. 

1 ehor t runway 1\ke a carrier, yes . 

I take it it would be the eame length that 
theee converted .. rchant ahipe are being 
done tor the ~ now. I mean, the Navy 
ie converting, I think, two co.mercial ships 
into ehipe tnat the1 - the Army has got soae­
thlng that takee ott in a nry, very ehort 
distance, but it would be the same length 
ot deck. 

Tee. 

ind he would like two ot those and five of 
the other kind, the two hundred fifty footers. 

Jnd the five two hundred fifty with the 
ice breaking bo~ 

That ia right. 

Then he said , "Couldn't the Coast Guard 
invent something like a shoe which would 
tit over the bow of an ordinary steamer and 
run back thirty or forty feet so that this 
could be fitted on eo that a commercial 
veesel could be used as an ice breaker, some 
kind of a shoe that would just be fitted on 
like a glove over your bano." 

Well, they can take an ordinary vessel and 
reinforce the bow and put a shoe over it, 
but it ie not verr efficient tor the reason 
that to get good ce breaking qualities, 
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they need a sloping bow to slide up over 
the ioe, and the newlr designed bow they 
have is a sloping cutter bow. It is built 
a good deal like the atern of a vessel. 
So the upper part ridea on the ice and the 
lower part cuts and atcfa the veaael from 
docking herself on the ce. 

Well, juat aa eoOD aa you can give ae - if 
;rou could go ahead - I thlnlt we had better 
wa1 t until we - aelt for the enu at the •­
tille, the the and the two, dOil't J01l thlnlt 
10, 

Doll't JOil think what we nDt to u1t for h 
ten two bmulJoed f1 ttr foot outtere u we 
plUIIUid, and tun add to that the two hea:tr 
cutters whloh are aore expenein and 11hiah 
would be an additional propoeitioa. 

I enly eaid five and two beoauee 70Q know 
what one of thoee will ooet! 

Oh, thaee bif fellow• will ooet IIDiley. The;r 
will coat no leae than five .!lllon dollars. 

Well, I got the idea the;r would eva coat 
•re tba.n that. · 

•n. t~u~7 .Ight. 

TOll bow, Waeeche hae one deeiped ad he 
hae the deelgne of the one the Rueiau uaed. 

Tee1 I expect ;rou are right. I expect 1 t 
woUld ooet 110re tlt.an the. 

I u;r be wrong, but I thlnk ther coat twenty­
five .Illion dollars. 

Oh, I don't think ao. You are getting into 

5 
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cruiser costs there, But maybe so. 

I understand that Coast Guard has one 
designed, and I understand they have got 
the design of this big Russian one or know 
how it is - you had better find out what 
they cost. 

Yes . But anyway, we will give them a little 
memorandum on the practicability of con­
version. 

That h right. 

they have done thh thine of putting a boat 
in dock, and putting some reinforcing plates, 
shoes, you llight call thea, on the bow and 
atrengthenlnf the bow, but you don •t have 
a ver,r e!!ic ent i ce breaker, beoauae it 
needs to ride the ice and to emaah it. 

The Presi~ent's attitude waa, which ia 
really the moat iaportant, ~ell, this i1 
so•thlng that Coast Guard is going to do 
when the war la over anyway,• and he ver,r 
definitely baa it in llind that the Coaat 
Guard organization should be a separate one 
and he very definitely has it in alnd that 
he doe an ' t want all or these inshore duties 
to go to the Navy. 

low, 1! it is a .. tter of law, we had better 
get going. 

I! the President as Commander Chief can 
transfer any uni t or units of the Coast 
Guard to the Navy in time o! veace, I don't 
see why in time of war it can t transfer 
back from the Navy to the Coast Guard ita 
tunctlona and equlpaent. · 
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I am sure that m, General Counsel can find 
that the highway is two-way. 

Well, it is a one-way statute, I am afraid. 
Do you want to change the statute? 

What have I got a General Counsel !or~ 

To draft legislation. (Laughter) 

Well anyway, work on it, will 70u? 0.1. , 
Herbert? I think that ia pretty good news. 

That is fine, but the thing ia the Preaident'a 
plan goes and not the seven cutter plan. 

Pardon? 

In other words, Knox' idea of the seven 
cutters going over to the Navy and our 
keeping the rest of it, that la out . 

The President's plan la just the way the 
mem.orandua was written. He didn't want 
to evidently order the Javy1 but I told 
the whole thing - ru (Bell} were with me 
this morning. Am reporting fairly 
accurately" 

Yes, sir. 

7 

And it is now back in Knox' lap, end Inox 
has got to make up hie llind, and he h going 
to tell the admirals where to head in. Whether he 
can do that or not, I don't know; but in the 
meantime. he has got nothing. 

Well, he will have a vote of thanks. 

Will, you had better aave the vote until -
but it is amusing anyway. 
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It is corrupt . It has been reaffirmed 
once. It ought to stick, I should think. 

It is amusing. The President has been 
all right. He has been fine on it. &very­
thing else is all right? 

You asked for something about this draft of an 
executive order for the President, enabling 
us to oall reserve officers and men of the 
Coast Guard into active service now. The7 
do plan to call about sixteen or seventeen 
hundred aen into service immediatel7. One 
hundred of them would be officers for distri­
bution on the cutters , and for service in 
the reserve; and the remainder would be 
crews for two hundred seventy boats fifty 
feet and up, and the boats themselves whlch 
they would call in to - to work to assist 
the captains of the ports in harbor patrol . 

If you don't .tnd my saying so, Herbert , 
to ae it doesn't make sense. You have got 
the officers and crews off ten cutters . 
That ia nuaber one . So what are fOU going 
to do with those? 

Boats are the main thing . 

And then if we did this thing , the Navy 
would aay5 "Aha, thel are trying to force 
our hand . I think t would be bad froa a 
political standpoint pending the final de­
cision on this thing. 

ill right. Although Stark has approved this 
idea. 

Well, I am getting to know Stark aore and 
more, and he is a pretty devious worker and 
so I think that it might just play into his 

8 
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banda and he might run to the President. 
I would hold it. 

We will hold it. 

Anything else? 

That is all. 

Fole~ 

Here is a ae.orandua on that TugoalaTl.an 
transaction which you asked for. (~emorandua 
dated .lpril 15, 19tl) · 

When did I ask for that' 

Friday afternoon. 

Oh. That is dead turkey, isn' t it? 

You said you wanted the files to show you 
did it on ~ recommendation. 

Oh, that is something different. Oh sure, 
that is all right. Where did you say, 
•I recommend"? 

Right here. 

Ve't'J cleancut and forthright. I thank you. 

lhat ela•' 

Jothlng. 

I don't know whether you are editor in 
chief, but at least you are aan~lng editor 
of 87 stateaent before the eo..lttee. If 
you will just coae here. 

9 

Regraded Uclassified



Foley: 

H.ll.Jr: 

Foley: 

H.K.Jr: 

Fole;r: 

H.ll,Jr: 

Sullhan: 

H.K.Jr: 

Sullhan: 

B.K.J!': 

- 9 -

Kra. Mo!'genthau read it, and her reac tion 
is the same as Bill Douglas' • She was 
moat enthusiastic about it . She just 
raiaed one point. 

"i former domination, which to ~ mind in 
eoae reapecta ia undeaocratic --

We are rewriting that. 

She thi.nka that puts me too wch in the 
hands o! the ene~. The7 would aq, "hen 
Kcrgenthau adaita that under RooaeYelt 
we haYe a totalita!'ian !o!'R ot goYe!'naent 
in the bankfng depa!'taant. " 

It ia a good point. The7 aq, "Po!' eight 
Je&l'l JOU hue pem tted a totalituian 
to~ of banking to exist and JOU haYen't 
done an)'thing about lt.• 

Tee, sure . That waa quutloned when we 
went OYe!' it at flf'at. 

0.!., all f'ight. 

Jnc1 it h being nwrltten now to take that 
out. 

Slnoe I created a slogan )'eaterday, I !eel 
YerJ expanain. "Bu7 a aha!'e in .blerioa" 
la our alogan. It ia for the de!anae bODda. 
We will aee how that works out. 

lben la the world pr.alere? 

Wo!'ld pnaiere h on the night o! &prll 30. 

lot until then'? 

lo. 

1.0 

Regraded Uclassified



Sullivan: 

B.ll. Jr: 

Sulli n.n: 

H.M.Jr: 

Kuhn: 

Schwarz: 

H.ll. Jr: 

Schwarz: 

B.ll.Jr: 

- 10 -

Trans-Lux? 

Oh, I tho1J6ht 7ou meant when was the 
baby going to be launched. 

l'lo, I aeant the 110'fie . 

Oh, I don't know. 

Frlda7, I think. 

Tea, Frid&J at the Trans-Lux. 

Well, JOU won't aha anything, because 
I alw&JI loot terrible . tn .OYlel. 

But lhten to the talt, &D1W8J. 

.Anything else? 

John? 

11. 
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The National Conference of Real Estate Taxparers 
have been writing and writing and writing. They 
now ask for amplification of your statement on 
the Federal Commission, on over- lapping taxes. 
I still t hink that that is a bad place to do 
anything, and I had in mind writing them that, 
because you expected to make a statement to 
Congress soon after that date, you wouldn't 
feel free to do it at that time. 

I had a wire t hls morning from Senator Brown, who 
was coming back todar. Hia little boy six years 
old is being operated on tomorrow, and I wired 
for you and me wishing hia a speedT recovery. 

BapP.f operation. 

Connall7 will not be baolt until Fridar, and Cullen 
prcbabq will not be here, eo it will be just a 
three-man conference. 

Well now, I met Harry Byrd up at the Sk;rline 
Orin. He was spending a night up there with 
his son. He aaid, 'You know, Pat Harrison left 
and asked three of us to look after things for 
hill. • He said George and himself and somebodT 
else. 

Connalq, probabq. 

So I said, WWell, did you?' 

He said, "Well, not exactq formalq, but he asked 
the three of us to look after it.• 

I thi.nk Pat was confused, because he said, 'George, 
Connalq and Brown. " 

Ch, yes, he said Brown, George and himself. 

Well, I am wondering, with the other two senators 
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not being here , George would be leaving around 
this noon to come back from Georgia, I wondered 
whether you wanted to put it off until Friday. 

No. 

Dr. Gulick is very anxious to see you. 

Well, I had a cancellation at eleven o'clock 
today. 

He is in New York. We might get him down here 
for this afternoon or tomorrow. 

No. Aubrey Williams at three . I could see him 
at three-thirty tomorrow. 

13 

All right, I will see if I can get him. You re­
call that after the last conference on the Rill 
in Speaker Rayburn' s you asked me to talk with 
lir. Kuhn about going up to talk on economhing, 
soil conservation, and CCC and these other 
things and who.t could be done to the budget . 

Yea. 

That was prepared some time ago. Whenever you 
want to see it, it is ready. 

Well, Bell asked the Budget to do some field 
investigation over a month ago, and I am waiting 
to hear from them. 

I did ask them, but I haven •t foll01red them up 
on it. 

Would you? You will see them today. You might -
wh;y not ask them to bring what they have along 
with them, Dan? 

.Ul right. 

) 
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All right, John? 

Yu, air, 

The Collector out at Honolulu got a raise in 
aala17 and wrote me and wanted to be sure that 
I thanked you for ~ 

Good. 

While you were aft1, there waa an Algernon Sohaeter, 
who used to know you and was in here. He 1a ar• 
sixty. He waa in brokerage business in Hew York, 
and he was anxious for a position, bd he &leo 
was t17ing to get into the War Departact. 

How old 1a he? 

He ia about sixty. 

Trying to escape the draft, is he? 

Yes. 

(Laughter . ) 

I told him I would bring hia letter to rour 
attention • 

.Ul right, what else? 

That 1a all, sir. ADJtime you want a report on 
1111r conference w1 th those three 118n yeaterdq, 
I will be flad to do it, I think you might want 
it before omorrow morning. I am quite aura 70u 
will. 

I don't kn011 when Sir Frederiok laaTea, but when­
ever he does - let's aq definite~ eleven o' clock. 

.lll right, sir. 
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I had this letter from Sir Edward Peacock 
giTing certain pointe we touched upon in the 
ueting the other dq. I don't know whethe.r 
rou wiah to look at it before Sir Frederick 
oome a. 

I won't have tilll8, but he will be here at ten­
fifteen, and I would like you and ihite to be 
hare. I will look at the letter afterward. 
Azo-thing else? 

Tbat is all. 

I will gin thi a to Harold. 

George, han rou got thole plane thinga'l 

I hope to han thea at ten. 

Do rou want to step out a minute? 

t5 

All right. You wanted to aee u aome.tlme about 
thoae tablea which Meiga waa m•kJng. 

Yea. 

I have th• &!IT tiM that rou want to see me. 

Ten-fifteen, George? Eleven-fifteen. 

0.!. I will atep out and aee if those plane 
things are read7. 

Schwarz? 

The Herald- Tribune'• •woner to Paris' is 0.!. 
iQr chance on the New York Times? 

<11, God, if rou ean get lira. Klotz to get me to 
do it - I will turn th11111 both over to her. She 
knows thea. ~e portrait - two portraits - 1011 
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know what I go through to have 71q picture 
taken. 

They haven't had one for some time . 

1.6 

Ia this a legitimate thing, or is it eomebo<lf 
who wants to take the picture and sell it to the 
New York Times? 

This is the head of their studio. It is for 
their librar,r, magazine section. He is not a 
salesman. 

They want to do a piece about you, wr. Seoretarr. 
and a leo Collier's llagaline wants to do one, and 
in eaoh ease ·I guess it would mean seeing the 
men who do the piece, if you would like them to 
do it . 

I would. I would like to see them. 

This would go along with them, but they are 
making a new set of their entire cabinet, the 
Times studio. 

He (Kuhn) means a etor,r. 

Yes, I know. How many a&T• is the Times man going 
to be here? 

He wae here yesterday, and he wants to get awq 
by tomorrow, but we will hold him. 

Tell him I can do it tomorrow morning at nine 
o' eloolc, 

Thank you. I will confirm it. 

You (Kuhn) will arrange about those artiolte? 

Good. I think it is a good idea to have th1111 now, 

) 
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it you haTe the time. The Collier's one - the 
Collier's people speci!ied that they would like 
a fiece it it were a friendlY piece, because the 
ed1 tor ot Collier ' a said that he wt.llld want to 
do that kind ot article. 

I know hilll. You know, he used to be editor ot 
the Rook;y llo~mtain Tilles, and in his youth 
wae a ellTer enthusiaat. Did you know that? 

lfae it the Rocq )i)~mtain Newe? 

It aight ban been. 

!he old Sorippe-lklnrd paper out theN. It wu 
abaorbed. ~en he •• on the Chio&&O Record. 

Bia daupter •• in Bob's olaee, I think. 

Speaking ot lfesternera, the lfa"7 has brought don 
a Chicagoan to handle their public relatione. 

Do rou call that the lfeat? 

lroa hare 7011 do, ~ onr tha .lllepaiea. 

Jlanf'l 
lothing, air. 

lot feeling well? 

(laapter.) 

P"llag all right. 

So.etiae - Dan, 7ou are going up on the Hill thle 
11101'1ling, aren 1 t 7ou? 

Yea. 

Regraded Uclassified



H.li. Jr: 

Grana: 

H.ll.Jr: 

Graves: 

Gaston: 

H.ll.Jr: 

Gaston: 

H.l&.Jr: 

Gaston: 

- 17 -

I ban got t o han a talk with sou ot you. 
lira. Xlotz, this ought t o be real~ Number 1, 
about who i s going to be DJ alternate. I want 
it when Bell is here. It is on this Leon 
Henderson committee. 

18 

Harold, lira. Korgenthau cut this clipping out 
of Clapper's col1111n last night. It ae81U there 
ia quite an unusual IIIU'al In the War Depart.ent 
on this whole queat1on of war and d..ocrag ud 
enl'J"thinJt elH. She thought that poaaibl,T w 
~ght wan£ to uae a reproduction of it in our 
CJUq~&ign. It aounda Jut too good to be tl'UI. 
You ldght pt a COPT of it and briDg it in &Jill 
let'• tate a loot at it. 

I J.ugine Brooke Wl'ote it. 

Be would haTe charge of it. ~hing el11? 

Ifothing. 

'!'hat Dm'&l? He had that on exhibition last week. 
It is quite interesting. 

Do you think it would be Ullhl at all? 

I tb.ink you aight be able to do ecaethiDg w1 th it. 
Of course it ia. a long 8U't.l, and it is In the 
fora ot a lcmg abip, llld it has the &r~~~d aer-

rloea at the e111la ot the atrip and then aJ.nlliDea J 
&Jill so on onrhead and then a picture in betwea. ,;' 
It h the idea of defense atuding 2Q&l'd crrer 
Uberty. I think it ~gb.t be pouilile aaanhere 
to uae it. 

He had a 111111.11 aketoh, didn't he? 

thia 11 a water color altetoh with one sketch in 
detail. ot course, it hasn't been worked out. 
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17ell, get it in here and let ' s see it , 

It would interest you. 

How big is it, Herbert? 

:19 

I should say about six feet long, the full sketch. 
Of course, that is just a small sketch. It goes 
across the whole wall of the entrance to the 
building. 

I am thinking of the prellmin.ary sketch. 
wondered if it would be practical to get 
here. 

Oh, yes, it could be brougnt over. 

I 
it onr 

Talking of something long, yesterday Knudsen said 
to me - I showed him this poster - and he said, 
"Well, you have got to use billboards, • I don't 
li.ke billboards, I used to be conservation co~ 
missioner. He said, "Well, forget you were con­
servation commissioner and use billboards.• He 
says, "It is the best thing we used in advertis-
ing, We tried quarter and half, and then we 
had to use full coverage." 

I said, ''What do you mean?" I took it what he 
meant was that you can use, say, every other 
billboard, every fourth, and finally they de-
cided the;p: would take full coverage; and he ) 
said, "There is nothing like it to sell. " 

I am not so crazy about it, but I am passing it 
along to you. 

Of course, our polioy so far is not to pay any­
thing. 

He said, "The billboard people would give you the 
space . • 
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I don't think we could ask the billboard people 
to give us apace unleaa we are ready to ask the 
magasinea and newspapers to gin us space . 

Well, I am just paning it along aa a Knudeenian 
suggestion. 

In their alack aeaaon the,r will give apace tor 
prestige. 

I am not reo0111ellding 1 t. I dcm 't lllte bill­board•. I would hate to do I.D,Tthlng to build 
tha up. I lllte to tear tba down. I think 111r 

• t~ 1IOIIld diiCRBl u 1t I ITil" u1ed billboards. 
Boll? 

I told 7011 thh .orn1ng .... Bl'llere hu accepted 
the llabon job betwen the 'l'loMilD'f and the 
a&Ting1 11&*1. Be will be here at folll' forty­
five. 

m right, I will walt. 

You wan 't ha'l'l to do 1101'1 than 1q •hello• and 
tuz.n h1a OTir to Harold aDd hh g&Dgo 

111.7 I aek whether it 1a intended that he will work 
IWler Ill'. B.K. ldwarcla? 

I didn't understand that that was the program. I 
under1tood he would work with him. 

Be will be - ot the , ... relation to !dwarcla aa 
.., • lmld.11n - lnudten aDd what 11 hi a DDef 

~llwnf 
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Mr. B .~ Edwards is appointed as Assistant to 
the Secretary, and I doubt if there are any 
more such vacancies, are t here Norman? 

Not unless we create more . 

Well, I am looking at the three of you. Who am 
I to solve a problem like that? 

Would there be aey objections to creating a 
position of Assistant to the Secretary unless it 
carries a salary? 

No. 

Is that settled, gentlemen? 

We will work it out some wa.y. I should think 
that he ought to be in somewhat the same position 
as Edwards. Edwards is liaison with the National 
Bank Association, and Bruere would be liaison 
with the savings banks . 

When~ three Civil Service men can' t solve the 
problem, it will be too bad. Notice how they 
huddle together? 
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We will all be Civil SerTioe when the Presi­
dent ieeuee his order. 

All right. Are you satisfied, Harold? 

Well, we keep piling up these independent 
workers around here and it creates ave~ 
bad administrative situation, that is all . 

Well, this is a democracy, Harold. 

Yea. It ie getting a little tough to run 
it. (Laughter) 

It is supposed to run br itself. 

That is the trouble. 

What did Dan SaT/ 

I said a democracy was supposed to run bf 
itself, and he said that ie the trouble. It 
is running br itself . 

'l'e will work this out. 

Sq, fOU walt until I gin fOil an Eddie Flfnn 
appointment, and then rou han got eCIIlething 
to kick about. Until I give rou one of Eddie 
Flfnn•a Bronx leaders--

This fellow Edaard is doing a perfsct1T marve­lous job. 

I sar, wait until rou get one of the boys f r CIIl the Bronx. 

We are prett,r well along on our printing pro­
gram with the bonds. We had more than enouldl 
to aupilf the poet offices, and ther are well 
on the r •T· 
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I.zy- God, Harold, I haven't handed you any­thing yet. 

He is spoiled. 

That ia the t~ouble . Excuse me, Dan. 
That ia all right . 

Go ahead. 

The Series F and G bonds will - we will start 
;_~f:ont on those to the Federal Reserve 

a on Thursday or Friday. 

'l'hia is a m•orandum of the conference last 
Sat urday. (Memorandum dated April 7 relative 
to White House conference held April 5 at 3:30p.m. ) 

I talked to .l!r • . Fox--

He is eo efficient . 

Oh, yea, well on this, I wiah you would all 
say a little prayer . Dan and I are marching 
up on tho Hill at one o' clock for an off- the­
record luncheon with Sam Rayburn. We are 
taking the Director of the Budget and the 
Secretary of Agriculture with us. I arranged 
it at home las! night at six . We will try 
to kill the 450 mil lion dollar additional 
appropriation on the agricultural bill . I 
don't know, but we are going to charge the 
windmills and see what happens . 

Uaybe we will ~;et a lunch out of it anyhow. 

He said only a sandwich. 

I talked to J.!r . Fox of the Tariff COIIIIltission 
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about going to China. 

Yes. 

He is very much interested and is supposed to 
see Ur. Stevena over the weekand and thought 
he would be able to let ua know. 

){r. Delano just called me and a~a that his 
atatemant is reaq whanner 7ou want to aee 
it. 

Will Jou see that it geta into rq banda? 

lhan do JOU want it? 

1nJtime, juet get it in here. 

An7thing else? 

No. 

Excuse me. You told me the other daJJOU 
wanted to see Yr. Dietz. 

Yea. 

He will be here this afternoon. 

Oh, I would like to see him. 

He will be here about once a week, Yr. Sec­
retary, so if it shouldn't be conveniant 
today--

No, I would enjoy seeing him. Three forty­
five. I would enjo;r seeing him. What is 
his position in uGU? 

He is their public relations man. 
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I believe he is a vice president, Kr. Secre­
tary, in charge of exploitation, 

Well, now, where would, for instance, the 
publicity people work out of Hollywood, would 
they--

TheT a -:-e under him. 

The7 would be under hia? 

Did 70u want &arrf and ae to bring up that 
question about JOD•and the loan on the 
British Aaerican--

Yes1;vou had better shoot - wait one second, 
wil you? Yea. Oae second. 

Go ahead, 

I am through. 

Are you through, Dan? 

Yea, sir. 

The Bureau of the Buaget hasn't givan ua an 
allotRant on the Lend-Lease adaliiatrative 
expanses yet, but I han found acae lunda 
in our defanae allotaant which we can use. 

ill right. 

I d011 • t know whether we are going to get our 
Lend-Lease or not . Thera 11 acae talk in 
the Budget of giving it to the Office of 
Elllergancy llanag8111811 t. 

We are not going to get reimbursed? 

It they give it to that office, than we will 

-
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transfer our people to them. 

What happened over the weekend, anywa;y? 

Kr. Young mOTed down to Federal Reserve. 

Well, I mean--

He 1a installed down there now. 

l'ho gan the word? 

He aaked for it. 

He 1a ccaplete}T out? 

Yea. 

Would you juat han a little chart on y~r 
desk, and l will 111 you aCIIIetille today, juat 
put a blue pencil on the roou he occupiea, 
Unless aCIUbo<Q- has alreacllmond in. 

S1111eboc1T baa got two of th•. 

l'ho? 

Harold .Grana . The7 are in the baa811lent. 

Juat hold ever,rthing until I get a look at 
it. 

Y<r.l are not referring to these baaeent ro1111a 
they gave me? 

I know when I am licked. (Laughter) 

Kr. White has two very right young un in 
his organization. They have had ahort aer­
Tice. One of th• h onlJ four aonthe and 
one 1a six aonthe. It ia a oaae of deferment. 

Regraded Uclassified



H.ll. Jr : 

Thompson: 

H.ll.Jr: 

Gaston: 

B.ll.Jr: 

Gaston: 

H.ll.Jr: 

Foler: 

B.ll.Jr: 

Fole7: 

B.ll.Jr: 

Foler: 

- 26-

I don It know whether r ou will grant de!er­
aeDta on 111ch short aerTice. 

I like to do these things thoroughlr so -
I can't do - I will aee rou at ll:Sfi. 

I han sneral. other • tters here. 

llna thirt)'. 

1llo lib in witllM Oil t:btf 

toa ao, Jlel'bert, aaa•t )'Oaf Dcm't rou ait 1n 
111 til ae en thoae We~~~ata? 

t ... 

CU rou be here at 11&30? 

Yea. 

Jlow, ld. 

!hi a Brithh .laerioaa !o'baooo th4lg o! Jesse' a. 
Well, it ia a stralldlt 1«*1 to !Dd&nd. lfe 
hann' t - :the7 pq £he loan on ll and the 
o~ stock goes back, and we den' t get the 
ocntrol o! the C<Rp'V. 

You know, I aatecl the President about this 
particular cue. 

Yea. 

Jni he •s satbtlea. Did rou 111 e:t rea1on, 
'ldlir .. ahouldn' t do 1 t'l 

1fell1• cmq that it 11 inOOilabtat with the 
poai uon we han UletA 10 tar a'bout blving 
t&ot ooatrol ot tlleae Aaerloaa oa.ptnles. 
Other than that, I dca't IH U7 dJection. 
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What did I aay? Row did I put it? 

You told Jones that you •anted-­

Excuse me, Congreae. 

I don't ramember. 

Well, I think it h Ytr7 illportaDt to look 
up, what did I aa:r about hoir thq would raise 
the money to pa:r !or these. 

The7 would be eold. But we will gin 7oa 
the exact worda. 

Will JOU do that? 

!11. I don't th1nlt that that OIIPt to lie 
t1Dal. unleaa 7ou !eel it should lie lltoaue 
I th1nlt that JOU can raiu aore aonq this 
~ and it app•ra to 111 that JGIU'· rt~pcmai• . 
iblllt71B settled 11hen the aonqia ri11ed 
to meet their oo.i taents. Whether control 
ot these Britieh ooapente1 p&laee into Ameri­
can hancb llhOilld be a c0111iurat1on t app.r1 
to •• 1t 18 not a •tter that h ~ 10UI' 
reaponeibllltJ. It 1a a qu1tioa ot"ldp 
pollc7 !or C~••• 1t th87 .ant to pa11 that 
ltiDd ot legillition. But JOU' re~pon.lib1llt7 
is that thq rai11 the 1110D'7 to pq for it, 
ana I think thq are at!:r;t;:" aore aonq, frca the ~ thq are , 1t fOil per-
ait thla to bol'l'CM oa this thq wOuld 
be if thq had to lell IYel'fthiDg. 

I a ill a Tel"J' ..U podtion. I!, throudl 
Wa uthod, throap coing to the RFC, t1ie7 
oan bol'l'Oir ana pq 1U 1101'1 IIOJllf than it theJ 
sola 1t in the ll&l'ket, I •ean - 7ou bow, it 
I 1&14 thq oOilldn't co to the RFC. 
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If tbef were able to raiae leas money b7 
borro~ than by paring, you are in a weak 
position. 

Say that again. 

If they are able to raise less money b¥ bor­
rowing frCIII the RFC than b7 pqing - than 
b;y aelling, then it uema to me rou oug.llt 
to insist on a sale. In other worcls, _l~ 
ought to inailt on that methocl of lwuwng 
it which raiaea cough aoney, 

You aaicl the a-. thine in 1'8Yel'ae • 
• 

He jut aaicl it 1D the 'lhiteaque .aDJ~el'. 
(Langhtel') 

Salc1 it inT81'aelJ'l 

You ban been a11oclating w1 th Chlneae too 
long, lfarl7. 

<me ot ua baa be.a. (Lauptel') 

Be either ian't teellDc well or he il getting 
polite. 

You a-.n I ea begi1111fng to talk too aiapq! 

Jr. (Laughtel') 

I aee. I don't thiDk it 1a a queation on 
thla bane unleaa you want to raise it "'17 
tlae tlie7 want to JIIIJce a loan, aa to which 
11aJ they will have aore money. 

I aa not going to gin an anawer until I han 
thought a'liout it aoN. You will be here &D¥­
'IIaJ. I have got to atop now. 
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it the 9:30 conference this 110rning the Secre­
t&l'7 aaked u to take not11 on the following denlop­
aentu 

He had a chance to talk with the President at 
hia lUDoh with hla 711tlriq on the subject of tl'&lll­
fer of pvt of the Cout Oaard to the Na"tf. He had 
preTioualr had a chance to talk to lnox, after ahowlaa 
hia the aeaoranclua containing our outline of the PJ'eal­
dent'a prerlou.a propoaal. Inox had shown the a1110rand• 
to Start, who opposed 1 t rlgorousl7. Stark said he 
wanted the entire Coast Gaard transferred bodily to the 
NaTJ now, but if that could not be done, he would be 
satisfied juat to take the aeYen big cutters and let tbl 
ooapleta tranafer occur onl.f in case of war. 

!he Secret&rf gaTe the PJ'eeident our memoranda 
at lanoh and the PJ'ealdent read it through 'l!it.h great 
intereat. ifter he had flnlab.d reading it he aaUz 
•rua la .Ut I want. • !be Seoretal'1 then told hla 
what Inox had eaid. The PJ'ealdent replied: •stark ia 
oraq. I don't want all the tunctlona of the Coaat 
Oa&rd to go to the la"fJ. You tell lnox that thh 1a 
11bat I want. • !he PJ'ea14at added that Stark •• jut 
like a lot of other peoJle &!'ODd town; he wanted to 
crab nerfthlng in aigh\. .. l&id he didn't think all 
of the Coaat Guard cnaght to co to the Navy enn .in tiM 
of war; that we ought to aan out aome of the atriotq 
oiYil funotiona, including 1oe breaking. 

Ibm the Seore\&Pf repeated this obaerntion in 
the 9tSO aHting Folq iaterpoaei that it couldn't be 
done; that the truafer of tie eDtire Coast Guard 'ftll 
aandatol'f. I add that it 1 t aa legal to tranefer 
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onl1 a part of the Coast Guard to the NaTT in peace­
time, I thouibt it ought to be posaible to tran1fer 
back to the freaaur, part of the Coast Guard function. 
in tiae of war. The Secret&rT said ht couldn't 1ee 11bJ 
the thing wouldn't work both wqs. Fole1 Aid he thought 
it would require legislation and the Secret&rT uked 
hia t o look into it. 

This morning the Secretar1 encountered Inox ana 
told hiln what the Pr .. ldent had •~id and that the •tter 
was now up to hilk 

The Secret&rT aaid he alto 1pob to the President 
1eatera., about ice breaking .. ttera. !he Secret&rT 
thoaght •• ndlt to han o• or tw 'bl£ oua, auch u 
tht hadau liaTt, tor Antle wort. !it Prttident agreed 
with hhl..u4 alked that tu Cout Oaara co into the 
Mtter of dttlp ud coat. 'Die Prttidnt nggested that 
1Jl dtdll!iD2 thttt big lot breaktn WI look 1Dto the 
pouibili tJ-of bdlding thea ritla a abort ramr&7 on deck 
10 tbat we could uae tAla &I oarriera for a helicopter 
or one of the nn tJPI• of plue wl th a Tt1'J abort take­
off. Tbe Ia., 11 putti.Dg tuoh l'1llllrl1• on •- of the 
oonnrtea •rolwat ahlpe aa tbl Prttldent tlaought the 
- thiDc oqht to be ftaliblt Oil a big ice breaker. 
Tbt SeoretarJ auggeattd that in1ttad of getting 10 
250 tt. cutter• aa replac ... nta, •• alght get two of 
the1e big ice breaker• and !i.e 250 footer• equipped 
u ice breakera. Tbt Prttident alao uked if it would 
not bt pouiblt to oonnrt an ordiii&J7 cutter into an 
lee brei.ktr 'b7 tl ttln,g a raonble ice 1hoe. I aaid 
aa ordiJwoJ ahlf ooula be gl nn iaprona ice breakinf 
tlllltlea br re ntorcina the bow ud ad~ an exter or 
plate or thot, but auch an arrug .. nt would not gin 
JOG a ~ aaUafacto1'7 ice breaker, tinct for good 
lee bre•Hnc 'EUtitt it wu DIOIII&rJ to han a 
lptOl~ a11 td tlopln£ Dow to llidt Up OTir the 
lot fiott, & I I to cut £he lot and prnent the thip 
frca •docldnlt• 1 tltlt on tU floe. 'l'ht Secret&rT re­
peated that ft waa now up to lnox to .Ue the next .,,... 
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Bello. 

Apr 1l 15, 19~1 
10:1~ a ••• 

Good mor ning, Mr. Beoretary. 

How are you, Lovett ? 

Fine , t hank you, air. 

Lo~ett, I wonder ed i t you were tree at 
10: )0 to.orrow mor ning? Hello? 

Juat a aeoond, air. (Pauae). Yea, I'a o.~. 

low, I tell r ou what I'm going to do at that 
tiae, at 10:}0 t oaor row. I ' m goi ng t o ehow 
rou aoae tiguree on product ion of airpl ane• 
and the delar in t he air f r ame e1tuat1on -
the tigurea that we have. 

Yea. 

You aar bave theee t1guree. 

I've got aome dreadful onee. 

Well , I'~• got aome dreadful onea, and I 
want t o talk t o rou about what the hell thle 
Oovernaent 1a goinc to do about i t . 

All right, air, tine. 

Beoauae I Just oan ' t ai t et1ll and s ee the war 
~ deliver1ea are tall1DC ott. 

rea. Well, we ' re in the aid4le of t he - we're 
beclnninc t o get into - not in the a1ddle ret -
ot the ehortage period now in ooaponenta tbat 
we've been dl'eadlnc all alone and tbat vaa 
predicted laat tall. 

Yeah, but I don't - I aean, I aee the territio 
4rai but I 1a not OOniOlOUI that aDJbodJ ia 
dolnc anrthJ.Jia about U, and I want to be 
tolcl wbat ie 6einc done to oorreot it. 

rea. 

• 
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It you don't mind coming over, and t hen .••••• 

Well , I' d love to do it. I need a bi t ot 
friendly couneel on that. I'm very much 
dis turbed about i t and trom our point ot 
view and trom t he Army'e point ot view, we've 
got an impossible priorities situation. 

Well, it you' ll come over I'd like very much 
to listen and then - I mean, I know how much 
delay t here ie in the English; I don't know 
how much delay there 1e tor the Arm:! in the 
alrtraaes. We've got enginee; we' ve got lote 
ot engines. 

Well, the Army ie ehort ot l i quid-cooled 
eng1nee, and ve have really a grave problea 
in a couple ot deeigne. Por example, the 
B-26. They need battle platee and t he cr oee­
ehip member• becauee t he t1re t three ehipe 
buckled 1n the air, popped rivete and that 
eort ot thing. That was the one that vae 
bought right ott the boarde. On our P-~0-B's, 
tor example, t he 0-type Allieone we get 
reasonable deliveriee on, but welve got 
practically 200 airtramee now waiting t or 
engine• becauee the Allieon B-t ype isn't 
out - extenei on drive. They' re l ate on 
thei r deliveriee on it. They claim mach.ine 
tool priori tin. 

Well , ot couree, when I had them dovn here 
a year ago and aeked them could I help thea 
with uch1ne toole, they high-hatted me and 
eaid t hey needed no aeeistance. 

I know. I think that 1 e one ot the 1101t 
tragic epieodee in t h1e whole air pr oduction 
bueineee - t he failure ot t he Allison. 

And t he Pratt-Whi tney and Ourtiee-Wri ght 
eaid, •For God ' s eake , help me,• and I did, 
but Allieon eaid- Bloan told me himeelt, 
1 0h, ve don't need any help.• 

Yeah. Well, they need eo much help nov that 
they're t he voret pertormere in the whole 
airoratt engine field. They 're almoet 1,000 
engine• behind. 
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Well, ot couree I ueed to talk to Sloan 
two or three timee a week when I wae handling 
that thing and up to the time that I got 
atter Sloan, I don't think he had e•er been 
out to the Allieon factory and I don't think 
that lnudeen bad ever been there until I got 
after them. 

Well , Xr. lnudeen hae had a meeting on thie 
l aet week. We wrote rather a 41eagreeable 
letter t o b1a about it and we'•• called in 
Kroeger, the preeident ot the 00~7, and 
0. &. Hunt ot the Chnrolet Co~ .•••••• 

Well, that'• the chiet engineer. 

Yee, we called in • • , • • • 

But t here'• another aan wbo rune the ahow 
out there whole name JOU haYen't g1Yen ••· 
l ot lroeger and not Runt. 

lrueer. 

No. 

Well, lroeger ia now head ot the coapaDJ; 
t he7 ao•ed the other chap out . 

hana. What about EYanat 

Hann • t heard ot hia. 

Oh, he'e the worka. He uled to be Yice­
preeident in charge ot production in Ge1'1UJ11, 
the Ottel Worka. han• ie the tallow that'• 
running the lhow or waa up untll a aonth or 
10 ago. 

Well , I think the7 changed the pereonnel 
there, Xr. Becretar,. O. E. Runt ie the 
General Motore • . •• •• • 

Engineer. 

out 

Engineer put in charge ot the general pro­
duction and lroeger 11 the aan Who ie auppoaed 
t o be t heir production boea. 
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Aek about Evane. 

I will, e1r. 

Because up until very recently he vas 
euppoaed to be t he boas there . 

I will. I'll be eure t o do that. 

Row much ot th18 doee the Preeident know? 

I don't know, air. We're in continual 
arguaent with the O.P.M. about pr1oritiee 
on it, and th17 tail t o realize that ao.e 
ot these compan1ea are bab1ee and haYe to 
be spoon-ted, and the7 Al wa71 eq, well, 
vb,y d1dn ' t thl7 put in an order laet Jul7. 
Well! the tact ot the aatter 1e the7 Juet 
d1dn t haYe eenee enough to. 

Yell, ot couree it Juet burna ae up beoauee 
Allieon oaae 1n here - •we don't need &OJ 
help; we don ' t need &OJ aeeietanoe on toole; 
we oan take oare ot oureelYee. 

You perhape r emember the memorandum• ot 
December 30th that I epoke to fOU about in 
a reYiev ot the War Department a air program 
then in vh1oh I pointed out that we were 
going to haYe theee deeperate ehortagee and 
that we needed cone1derable inoreaee 1n 
orioritiu and all that hae haPpened 1e that 
ve'Ye gone etead1l7 down. 

35 

Well, I ' •• got t he oha.rte before me ot t he 
production and I notice - it 1an1 t my bueineee, 
but I oan 1 t keep out ot it. 

Well, it'e your bueineea ae long aa I'm here, 
eir. 

'l'haillt you. 

And I welcome it and I 'm awtull7 anx1oue to 
get eome oute1de help on th1e because we ' re 
pretty well etym1ed hare what between t he 
O. P.M. and th1e 1221 NaYJ ehipe that are 
euppoeed to have prioritJ and every time t he7 
giYe up anything to the British, they re-assert 
another pr 1or1t7 on it. 

Regraded Uclassified



H.II.Jr: 

L: 

H.H. Jr: 

- 5 -

Well, 1t rou'll let me help, the little 
energr I'•e got lett 1e 70ure. 

Well, I 'd Juet lo•e t o ba•e· 1t and I'll be 
there at 10:30. 

Right-o. 

• 

36 
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Good morning, air. We're in pretty good 
shape on the lend-leaae buying. Ae a aatter 
ot tact we ha•e •ery tew requisitions. 

I eee. 

8oae t or ohell1oala, about tloo,ooo, are 
going through t oday and be ooapleted, and 
that will ooaplete neeything that we han 
clearances on. !here are eoae with O. P. M. 
that we ha?e not yet reoei?ed clearance• on 
but we'll probably ha?e tbo11 toaorrow or 
the next da7, and the B.P. O. lialaon aan 
told me th11 morning that he baa quite a 
nuaber ot requieitiona that they ha•en't 
yet cleared through, ao thoee will be coming 
ehortly. 

o.x. 
By the way , you may be 1ntereated t o know 
that the Bed Orou hal been een41ng through 
l ome t &lrly good-lized order• that ha?e to 
do wUh Greece and Yugolla•la. We ha?e a 

. requieitlon now tor 10 field boepltale. 
!bat's all t h e equlpaent trom the eurgeone ' 
needle• rlght on up to the tent and the flag 
and nerytblng there 1e. 

Wonderful . 

That would be a ho1pital ot 50 men each. 
They'll take care ot 50 men each. 

You're going to have lote ot tun, aren ' t 
you? 

It locke that way. On textiles, we' ve 
been getting eoae pretty big ordere. 

ror whoa? 
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M: 

H.M.Jr: 

M: 

B.M.Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

M: 

B.M. Jr : 

M: 

H.J.I.Jr: 

M: 

B.M.Jr: 
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!bat'• tor Red Crose, about 14 a1ll1on yarda, 
and ltn1tt1ng yarn, about 1150,000 pounds; 
and tor W. P.A. about 14 a1ll1on yarde, and 
we're now worlt1ng on that with O.P.M., to 
decide wbioh ot t hese aaterlala we'll have 
to be oaretul on and watch our atep on 
before ve plaoe any ordera. 

Right. 

And that ' • about the aubatance- nothing • 
further on the Greek and rucoala•lan llata 
beoauee we're atlll valtlng on the tunde. 

Well, nov, I thoucbt you'd like to ltnow that 
that letter that you aent ae l'r14q ehoviq 
wba t yov dld on the tlrat ol'cler, I pereonall)' 
pYe that to the Prea1dent. 

rea, e1r. 

Be was Yel'J auoh pleaaad, and the part about 
the t1re hoee he expect• to uae that in hla 
preae conference h1aeelt. 

Well, that maltea ae Yery happy. 

And I told hla bow you were able to get the 
600 rolla ot aoaqulto netting down to the 
ahlp 1n t1ae where the Englleh had been 
unable to do 1t th .. ael•e•. 

5plend1d. 

I dldn' t tell hla about the Monel Metal 
beoauee I waan't qu1te sure about 1t ayaelt. 
!bat waa tor ecreen1qt 

Screening tor Weat Atrloa. 

I aee. HaYe you found out yet whY they 
wanted llonaU 

IY1dently the beat reaaon they bad 1a that 
that aeeaed to be their tlrat thought. 

I eee. HaYe you ediloated theaf 

Regraded Uclassified



M: 

H.M.Jr: 

M: 

H.lt.Jr: 

)(: 

H.M.Jr: 

- ' -
We're working With th .. prettJ oloeelJ. 
!he7 eeem to haYe a ten4enoJ to go out l n 
the market an4 tr, to bUJ before theJ een4 
a requ1e1t1on through, wh1oh 11 not goo4. 

You 1 4 better teaoh the•. 

Well, JOU eee that upe the pr1oe on ue when 
we go out to bUJ, eo we're oorreot1ng that 
throuch Young'• off1oe, of oouree. 

Goo4. 0.1. 

Yea, e1r. 
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April 15, 1941 
10:45 &.Ill. 

RE AID TO BRITArn 

Present: 

H.U. Jr: 

H.M.Jr: 

)(r. Philliia 
Kr. Playfa r 
llr. Cochran 
)(r. White 

I have been working on the 1111ount of planes 
;you get. You han been getting 1eaa on all 
the planes. This h naturall;y a0111thing I 
don't want to advertise, but instead of 
producing more planes each week we are pro­
ducing leaa, ana I am teying to find out wbT· 
ia we prodnce 1eaa, ;you get leas, and we 
wght to be r!,oducinc more. We han got 
engines ai tt around all onr the place, 
but the plane a &riD 1 t ocai.Dg out. !YeJ7bo4 
aeaa to be &!raid to tell It to the Preli­
clent . I am going to tell it to hla. !hat 
11 what I have bean fuaaing about. So it 
ian't tiae 1oet. It 1e the moat outrageoua 
thing. Instead ot expeotinc that we would 
get mol'l this 1prlng, the production keeps 
falling off. It 11 the moat - u I aa;y, aa 
Secretaey of the Tr~a.ur;y, I 1111 not supposed 
t o know &nJthing about it. 

(llr. White entered the conference. ) 

There are over two thousand engines at the 
factories waiting for airplanes in this 
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Phillip•: 

H.J.I. Jr: 

Phillips: 

H. li.Jr: 

Phillips: 

H.li.Jr: 

Phillip•: 

H.li. Jr: 

Phillips : 

White: 

H.ll . Jr: 

- 2 -

country. The estimated requirement that -
we are supi>osed to have two months' auppJ.: 
on hand - 1s one thousand six hundred. 
There are 759 excess engines sitting around 
waiting for airframes. 

It is just materials. We haven't got a man 
like Lord Beaverbrook who will just crack 
d01111 on enryboq ud steal this and that 
for airframes ud get the r81ul.h. I just 
wanted to expWn Wbat I han been c1o1Dg 
for the last halt hour. I got excited 
about it. Sc:aebodJ hal got to get excited. 
That is that . I hope to get 1aae re1Ult1, 
get saae more plan••· 

I am at YOIU' service. 

Did you ask about Bro.n-Willi .. son. 

Yea, I did. 

We will han that in the course of the day. 
Your poiDt •a 11hether they could get more'l 

Yea. 

Well, I hope to han that later in the day. 

Because Je11e Jones has got a figure of what 
he O&D lend th ... 

'l'hirty-!ln, wasn't it, aillUa 15? 

It was 20, waan't it? 

Yea. 

He mentioned 20 and he mentioned 25. 

And he might stretch it to 25 . 
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Phillips: 

White: 

H.W.Jr: 

Phillips: 

B.Y.Jr: 

Philllpll 

B.W • .Jr: 

Phillip•: 

B.ll • .Tra 

Philllpa: 

- 3 -

That will--

Well, 20 to 25 net, 10 that it would be 35 
or 40 1n your tenRa. 

Net to you. 

That ie right. 

'l'went7 to 25. He aaid 20, and ha llilht 
atretch it to 25. loa are ript. n 1a 
the Bllcrant le11 1& tor the pal'_Uteed but. 

That 11 right. I f.U. it, eb. 

That 1e the polJlt. 

I hope to let TOU bcnr oa the other th1Dc 
tonight or ta.OPrcnr. 

And I will telepholle Joaee and tell h1a tbat 
I am going to aak h1a to •i t another 24 
hours. 

Well now, air, 1111 the '"'entia of Jral'oh, I 
think it was, we put 1Jl to fOU tho 'bee1: 
gueues we could Mke u to Gill' future bal­
ance sheets for the next fGV IIGiltha or aix 
months and II&DT thiDp han bappaed. Koet 
of our estiJiatee are either - aoat of ov 
eatimates, of oouree1 !haw eaae .ariatiODI 
fr011. what the7 nre Defore; 1nat, broadb 
speaking, thq d01l1 t altv the •lD piobn; 
and i ti therefore, 4oea atill loot to u tbat 
we ala. 1 han a a.tiol t at tha .a of Jae. 

You know what we pat befora you. We thoucht 
it necessary to build up fairlf rapidlf a 
mall working balance of the oi'Ur of a 
hundred and titty to two bmulred aUl' Oil 
dollars with the hope of wor!dJ!c up to ,_.. 
thing higher at the ena of the ftl'. Well, 
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HJl. Jr: 

Philllpa: 

H.lf.Jr: 

Phillip•: 

H.K.Jr: 

- 4-

we .till think we are ahort of that poa­
aibilit,'. Therefore, n CCIIII b&olt to the 
queation, how are we to round that .figure 
out. When I waa here laat JOU did tell 
ue, in connection w1 th Mr. Sad th' a atate­
aent before the Congreaaional Camaittee, 
that rou were agreeable to the war Office 
and the Reconstruction Finance Corporation 
taking over acae o.f OW' oontraota, tllat li 
to aq, the War Departact t.ektac tile_.., 
appropriate to thllll and tU a .... tn.u. 
Flillaoe Col'foration look~ out tor t1&e 
oapltal !ac1lltiea, but u fu u w ... 
.. , the a'lml total of all tlae7 •n a.. M 
'far or ue willing to do worb ..t te tile 
.. of a11out 73 million dollal'lt wldu 1a -
I tbiDit the figure you aentla.ea ot eoa­
quta lDTolved was three or fCNI' Jlii:iah.a; ..a I .aat aay, on the preaeat ba1l1, I 
••• Bo chance of getting more vntll laDe. 

Well·-

I a not talking about Canada at the .-ut. 
Can•4a la a eeparate problaa. 

llbt.t I would like to do, Pbilllpa, llf I 
woald like to ai t down aaaetille whea han 
cot an hour or two houra ancl jut aoek thla 
~· Bllt before doing it, I .OUU lllte to 
UYI 7011 go over it w1 th theae two catle­
... hire. 

I would be ney glad to. 

lbat I would like to clo would be thla lt 
thla iB agreeable to rou. u 7011 ;;aa 11 t 
cl01111 w1 th these two gentl- eDd C0 OYII' 
the whole thing once more w1 th th•. 'rhea 
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after rou han clone that, ao that wllaner 
7011 do it - the7 alnra aak fol' a lot..,... 
flptea. ~ are never Ntlaflecl. (PaoetlGIIIlJ) 
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Vlhite: 

Phillips: 

Cochran: 

B.!.!.Jr: 

Phillips: 

\'lhi te: 

H.!.!.Jr: 

Vlhite: 

- 5 -

But when you agree as to the picture or 
came to as near an agreement as possible, 
then I would like to say, -v;e will start 
in in the morning at 9:30." And I will 
save the whole morning or &e long as is 
necessary to go throu~ the whole thing. 
We haven't done this ~n aa~~etime, have 
we? 

In fact, Mr . Playfair was going to came and 
see me within the past couple of weeks, but 
I guess he was too busy. 

There is a Lend-Lease Bill being started. 

They promised their latest figures for 
tanorrow. 

44 

Well, then, I take it that the move is up 
to you, and we, so to speak, have been wait­
ing, and if you people will get together with 
these two gentlemen and then when you see 
eye to eye, within 24 hours I will be avail­
able . How is that? 

That is very ~ood, sir. Yle will have the 
Canadians a h ttle later. That ie 'llh1 I 
cme along this morning. 

They have given us just reoantly, as you 
probably lalow - they have been working on a 
very excell ent--

Who? 

The Canadians, So we han their entire si tua­
tion, and then it rou are able to do SCIIle­
t hing ae close to t as your figures make 
poaeible1 then we can nry quickly get the 
picture Detore us . 
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H .ll. Jr: 

Phillips: 

- 6 -

Well, thm, the nezt IIOTI h up to JOU• 

ill right, veey good. 
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H.K.Jr : 

Operator: 

R.M.Jr: 

Operator: 

B ••• Jr: 

M1u 
Meal')' : 

H.M. Jr : 

M: 

H.M.Jr: 

M: 

H.M. Jrl 

M: 

H.M.Jr: 

Hello. 

Aprll 15, 1941 
11:02 a ••• 

Beoretary 8t1meoD 1e over at the Senate 
at a hear ing. 

Well , let me tal k t o eomebody 1n h1e ott1oe. 

Right. 

11:0} a •• • 

Yea, air. 

46 / 

'l'h11 ia Mr. Morsanthau. I ,luat wanted w 
set word t o Beoretal')' IU:uon that at th11 
12:15 •••tins at the White Rouae todaJ, 
I '• going to talk about airplane pro4uct1on 
in th11 oountrJ and the aaount ot the 
deliveriea to the lnglilh, and I juat wanted 
to put Mr. lti•aon on notice that I'• coins 
to bring it up. 

I He. I'll do that. You ltnov, ot OOIIl'le, 
tbat he'• up teatitJing t oda1 betore the 
~ oo.-lttee. 

You ltnov, alao , that there ie a ••• tine at 
12:15 at the White a ouae. 

rea, eir. 

Wen
1 

I 414n 1 t ltnov he waa up there but I 
414n t want to brins the .. uer up without 
puttins h1• on notioe. 

Well, I'll ••• t hat he s•t• th11 word. 

!baftlt JOU. 
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R.M. Jr: 

Operator: 

Senat or 
Glasa: 

H.M.Jr: 

G: 

H.M. Jr: 

G: 

B.M.Jr: 

G: 

H.M.Jr: 

0: 

H.M.Jr: 

0: 

H.M.Jr: 

Q: 

H.M. Jr: 

0: 

R.M.Jr: 

Bello. 

Senator Glaee. 

All right. 

April 15, 19'+1 
11:}4 a.a. 

Heni'J Morgenthau, J r . 

rea, Mr. Beoret&rJ. 

How are ;rou' 

I'a tairl;r well, tbank ;rou. 

Senator, I epoke to ;rour eeoret&rJ laet 
week ud told h1a ~t at ;rolll' oonYenienoe 
we were read;r now to etart on thie bank 
holding legielation. 

rea. Well, be notified ae ot that o•er 
the telephone. Ae eoon ae I can make it 
oonYenient, I'll haYe a hearinl on it. 

Good. Well , Preeton Delano, Leo Crowle;r 
and I are all read;r. 

Yer;r well. I'll notit;r ;rou •• eoon ae I 
poeeibl;r can. 

!hank )'011. 

And baYe the bearing ae eoon ae I poeeibl;r 
oan. 

!hank ;rou. 

But I'•• got eo auoh other work to do it'• 
iapoeeible to etate Juet exaotl;r when I can 
haYe the bearing. 

Well, we'll hold oureel•e• in readineee. 

All right. 

'!'hank ;rou. 

4? 
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H.M.Jr : 

Operator: 

JUII 
Jon Ill 

H.M.Jr: 

J : 

B.M.Jr: 

J : 

R. H.Jrs 

J : 

l.ll.Jr: 

J : 

Bello. 

Seore~ Jonea. 

Bello. 

,J ••• • • lleDI'J. 

Ieabo 

Aprl\ 15, 1~1 
11: )6 •••• 

111' rnctel'iok l'b.llllpo •• la ~· 801'1l1J11 
oa Wo Bro1m-Wl11luooa. Be _.to another 
twn'7-tour bouro. In otbel' wol'lla, ho Mil 
., :rn so' Uio tJ.pH Ulat ~ Uilllk ...., 
.. ooll U at, oo I oo14 Ju' ao •- ao 
ulla4 Uio tlpro w let •• lalolr. 

%eab. 

.. lmow about :rour tliUI'•· So Uio a1nuto 
J hoar troa hla, I'll aall :rou. 

0.1. 

'ftlallk :rou. 

tbaok :rou. 
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R.M.Jr: 

George 
Haaa: 

R.M.Jr: 

8: 

R.M. Jr: 

8: 

H.M.Jr: 

H: 

H.M.Jr: 

B: 

H.M.Jr: 

H: 

B.l!.Jr: 

H: 

Apr11 15, 1941 
11:43 a •• • 

Raaa, I want JOU t o talk t o ae and be 
thinking about thie. I want to do a 
a1a1lar Job ae you've done on airplane• 
and engine• on tanka, maohine gun a and 
amJDUni tlon. 

Yea, eir. 

Now, I don 't know Jue t what we'll bave to 
do. Ve'll have t o get lbae oooperation 
troa the Ara::J . 

!bat'• right. 

Think about it. 

.lll right. 

I think if we got the different-ei&ed 
tanlta, wbate"ler tba7're produoing, and 
aaoh1ne gun• and aamunit1on of different 
kinde, I think if we sot tbat auoh of a 
etart 1t would be aoaeth1ng. 

Yea. 

And the different ltlnde of MOhine CUJl8 -
30 caliber, 50 caliber and eo forth. Ve' d 
ba"le to ge;; wbat the7 do at pri"late plante 
and wbat the7 do at Go"lti'Ment areellUa. 

Fine. If the intoraatlon ian 1 t around town 
to Mite up a obal't llke tbat it 1a alao too 
bad. 

Vhat'a tbaU 

I ear if the intoraation 1en't around town 
aoaewbere it 1a alao too bad. 

Vell, think about it, and I aar ba"le to put 
70u in touch w1th - I think the san - well, 
I tell 10u now MaJor 8aith, wbo takea care 
ot ae tor General Maraball, I think would 
be the aan to go to. 

MaJor 8a1 th. 
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H.M. Jr: 

H: 

H.M.Jr : 

H: 

H.M. Jr: 

H: 

H.M.Jr: 

H: 

H.M. Jr: 

H: 

H. M. Jr: 

H: 

- 2 -

Yeah. The operator knove h1e nuaber. 

Fine. 

MaJor Smith. 

Fine. 

But it he vante an, h1fher author1tJ, 
vhJ JOU oan tell h1a I ll get 1t troa the 
Pree1dent 1t neoeeearJ. 

F1ne. Do JOU vant •• to aoYe on 1t r1gbt 
ava7? 

You a1gbt ae vell etart. 

F1ne. SaJ, Mr. BeoretarJ, I think that 
ve a&J not be able to color that l1ne 
before ••••••• 

Well, get 1t 1n aJ hande before 12:15. 

F1ne. 

See that I get 1t. 

0.1., Mr. SecretarJ. 
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THE UNDER aECitETA!n' or THE '"'EAaU!n' 

WAaHINOTON 

• 
.lpJ'11 15, 19111 

DllJUIDIII roa '1'111 rn.ua 

Coaf•r!!C! aS \be ~'' ..,,, 11 t•!l!Ok aooa 'o4ar 

IIID•• ,....,., Mtltua \be PrHtU.' ""' !be Clllu .. Aaliuuder, 
111'. a.o.c, '""'"-"' ...... .-., •· Ouna, _. llr. a.u. 

I ... a lU\le la\a b llrl'tftac eo 414 .. , !Mar U.e fire\ par\ af 
u.. eoat•eace. J w.llDt4 u u UMir -· 41-•t.c \be etten o1 .a.. 
eiptac of \be pao\ '-'- -.nta u4 1..-. !be PrH!U.\ .,... u 
.... ,. h ooaU.UIIC \o ••11 ...,u .. \o Cldaa. Dr. 1ooac ...,u .. U&a\ 

lie w ..,, ,_,.,.. ..... "' ............. ,a -.14 -·-· \o 
1111pplt" la "" af \be pan. fta PrHU•' aall U&a' lt hula -
u- \o flarahb Rppllea • ta U.. ,..,, U1ere h a Wlat\o bU­
Uoa \bat \be pao\ wtll .. , - ..a'7 ..U. .... Oune aall lie 11M 
recet,... wol'4 \bh .,ralJIC Uuo..,. \be IWe hpar'-' ,., .;r..-­
ooauaa.tac to .... la \o Clllu a....,~ of larp ,...... Dr ....... aall 
be 414 oo\ \blak \ba\ _, -rer, ..- ta We elta\loa- flre\, "-• 
be \lloacb\ \be oallll \be 1\a\e ~"' noetft4 ooa\alae4 tolo..­
U oa rec••Uac • et ta\loa prtar \o \be •tcaliiC of \be PM' I u4 ••OIM, 
be \llolaP\ 1' ldp\ '*• .. laiiC .. \llrea .... \o .... , .. abt,..., of 
\lleee ....,.., to Cll1u lf \be 1..-.. \lla ctt U llllftoa\le la "" ol \be,.,. 

!be .... uoa \Ilea ....... \o \be factU\l .. of C.U. for pUt.& 
...,u .. la ........,. \be f" pone \lla' are ..... Dr. IMIIC aall U&a\ 
\be Juooa ... - .uu .,....u .. "' ......... ..., ~ ......... 
\reftto ... ~. par\lCIOilal'~ - \be ...,..... -tala ....u. fta 
PhelU.\ .... \lla ..... uoa lila' ta "" of \be fao' tW Cldoa 11M 
pl•" of-,....., pout~ ..U -•• -u \e ••U.\o& '11111111 
_,_,......, .. , 1- \Ilea 100 •• 'e ... , .... ~ .. ,.., ........ ..u 
'- ot~ ..-.aw liJ poMlo or - ,.n• liJ t1ao Cld- -uo. • 
........ , lila' \IMr lllctt '- Mlo M - a .,_, ..-u" ol ...,u .. 
ta We 'IIIIJ• Dr ..... oatl be \JinP\ \bla lllP\ \e a pol ..,...uoa 
u4 1101'\h OODillortJIC• 

Dr ..... \baa ..at tt u..r. W 11ooa _, -.14-\toa cl.,.. • 
\o lila\ Cldu lllctt pt ..._. \llo LeM han .an. •· Olrfta .,..Ual 
lila\ \ben ... -- a .,..., Uel ol .......... ,. cl ........... , .... 
_. \ben WN a _ _. of w ... ftiall - U••• ftiall _,., '- _, 
- \ben. Dr ...... .-..., U •• , M ..., Mlpllll tf \llo '"-!teet 
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w0114 &liJIOWICe that China .,... to receln a14 a.d.er tiM Le~Lea.e Act. 
It ..,1114 be a 4ef'la1te encovac-nt t o hie people ..,., loetter etlU, 
If eoae percenta«e, wcl1 u t• per ceat of t he total _,..,.t -.ole . 
nallaUe un4ar tbe .&ppropriatloa lllll, coul4 "be pllbllul7 n._ce4 u 
bel !Ill aYallable for China, be tboapt It would "be YerT IMlptul, !be 
Prelldent eal4 he 414 aot lclow whether he ooulcl co that far or aot, bv.t 
aoltecl llr· Currie If be coulcl let Ill• han eoaetblliiC before hie Pre .. 
r.oftferenco th11 aftoi'DOOD oa .)uet what ooulcl "be doae ..,. wllat could be 
oal4 to holp out Ia thle eltuatloa. 

Just u we -re aloout to 1-, Dr. Sooac ulte4 .. it J bail .. ,.._ 
uoae4 to the lecretarT bh coaternce wltb • 711toria7, clarlac wlllcb 
ho otate4 t l-.at be be4 recelncl a calllecr- fro. O.Hral Cll1allc 1&1-ebelt 
r~q~aoHac h1a to \eke 11p wUh the Preelcleat the aa\ter of recehtac 
$50,000,000 11114er tiM Staltlllaatloa 1'11114 ~t Ia hll rather thu 
'117 110a\b17 botallaeate u ooat.-plate4 la the ecr••••t• J toU b1Jo 
that J be4 41ecueee4 lt with tiM SecntarT aa4 be be4 the - feallac 
that J IM4 711t'""-7, that It Dr. looDC _,_. to Mke \hie 11p with 
the Pr11ldeat, be lla4 hh approwal. Dr. looac -t oYer to the 
Prolldeat aad 414 talk wi tb b1Jo reprcll-c till e. !be Pretl4nt toU b1Jo 
that that wu a aa\ter 1M - ao\hlac allout 11114 1M woulcl haTe to talk 
wltb tho S.crotU7 of tbe !l'Nn1'7 aloout n. \'bat wu wllere tiM aatter 
... let\. 
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Seoretarr gaTe one oopy of thi s to 
aoh of the following todars 

'fhe Preaident 
Seoretarr Stlaeon 
Seoretar,r lnox 
General -.rehall 
1a.iral Stark 
Barr, Bopkina 

- ' 

' 
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AP.<IJ, 16. 1\ltl 

~ tollo.ta( ox~e ot lt~trt bt~O ~ freelJe~ 
.,.,t u.• l•c,...tat7 o:' ·~• T'I'.._.W")' t.. d .. a to tht heu ror 1 u 
tat~UODI 

•t:aroh u . lt41 

·~ delr .:r . Predc;.e:nt.r 

•A• 1 ln~oated to you in ~ le~t.er ot M&roh 
e, tt. 11 rt.Y opinion that. vi th t he etrnsnc ot' the 
lAn6·L•••e Di ll, ther e Pill no lon£0r ~ •"¥ neeO 
ror ~h~ Llal1on Co~lttee Whi ch you e• tabll1htd on 
lltoor.~bor G, 193£1 , to oood1Mt.e forell"ft lllilttary 
purnM•e• •iU'l our doP~eatic pror,ran. 

"1he Co-.ltte.e h .. hllrllrilod ep...,-olliloat.tly 2000 
reqvutA betfttn JUly. 1940 , &'ld L.aroh , 1941. or 
thtee, over 1000 woro 3rit.i ah, and 10ao 100 Dutch , 
'-it.h th9 ltel...,oo rornaetrtin'" tho AllorioM lttpv~H~• 
.nd 1 tew other eo~tr 111 0 IUeh aa ~UIIi~ , Pott~al 

anJ lre.n. 

•a b !:Jf \l.Ot' .. nt.a:Jdlt:• t'hAt purchulttt • .,.,.._. 
Uor.1 V aU cota.."'lt.riea l:a t~ wer &.O."lfl wtll 00. ur.idtr 
U.• ltnd- lu.n pro.:octure , a.lthourh 1D nrla!o tut&z2.o ... 
•\Ph u W buteh Eaat I ncHes. tM oouatry h atlt ea:y 
ooat.lmae to lN,y for eas~ . t'h8 p\lrchaalnc; optraUOlla 
of totel 7\ oountriu not ln.o-lu!lod ln thh l arut·l Hae 
arn d.t'pen4 bulcally on ctu, at1ons or toi"Ol~ poUoy 
ratt~• thw,n upon qu-at.iona of }KO\h.lc'tl.on. T'hh h 
ap,oltlcally trua in th-, c:ue of uuui a, aM l\ 11 
t.llo tr\110 .S. th respect to all t:.ho Amort can :tepubliu . 

"Sncaua~ or thiG aituatton 1 ~ 1• ~ r aooamonda• 
tlon t.bflt, tha Llahon Co:mlttn b? dlatwlndl'ld and that 
at\ rort1f1' eou.ntriea outaitJo th• l md•ltalt aru 
du1r1nr, to pu.rchaae a111 ta.r y aup!JHOI ln t. t\1 1 OO\Int.ry 
bt ~~thhod to tubolt thei r needa to th, Gttreury ot 
~tato • 

.. I bolio•• 1 .:an be Mst uaeful • • a ..-b•r ot 
;,ogr tit• ad vi aory oo'11W. tt .. e anJ the JIOO'!)ora ot o:y 
o!'tl .. , a~orhnoed ln handlin~ ftrltlah pu;rohe.aln' 
operatlona !"IJ.j t.. or tlu &n•~ut auht&ne. l t t.MJ 
t.N ia.att'Uo~H to do'I'Ote t Ml r !ull enor rtu to auht.­
h H..rty r.o;.-t \u iD t.be- detail•4 probhea ln.olnd 
lA ~ l~·lt>aM e.lA!olat.ra.tlon. !'hoy alr•dy h an 
lnttt\1 t.lon.~ to aa;ht hiD ll'l-~ _,. aA4 to the tvll 
u:tntt h• deal :'\IS . 

"'l wu.ld appredate 1: l t ,ou would. notlt)' t.ht 
'f"'cretory or · ar anrj ~he So.,ret.ar)• of t."'• ~ .. .,. th.at. 
the orl,.-lnal L1alaon Co::v'\ittee hu boan cUuolw4 •nd 
t.h'lt ~ 1 t'orot "'tl pw-cbuinr, opgr&ticna o1.ruUe ot th.e 
lend·l•••~ ar ea will hoooetor th bo the r~•ponllb1ltty 

or th.., rioor~ttflry or st .. te. 

,_ }"eJ. th 1\all )' 1 

"l!Etl1 Y lDrtOUJITJtAU, Jrt." 

.. .. ...................... 

·~,r ler. Seo.-o t.vyJ 

~ )'OU for 1QUr let ter Of Ke.rob l l th 00t\­
Oir111np: t • operat1oM or tb~ t.lalaon. Cocaitt.M tor 
u,, OOOrdJMtlon. ot f cralra • nd Oo.ta t.lo aUltuy 
pu.rcta. .... 
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"I would like to tlnnk t hh ooM.i ttee tor the 
,,,rk 'ltlio.'l 1t has done in the put roar, IUid may I 
oxprees QY appreciation to you tor your a1n~ere and 
continuous efforts to make wo.~; aatoriah available 
to thoao oountrie o datendin:; thomaul wa nga1not 
ASY~easor na~ions. 

"'l'he ""'~k ot the Liahon COIII!Ii tt<oo aa a coord111ll­
t1nr. bo~y to;· toroirn and domoati o a111tery purdtues 
1• no lon~er usotul since tho airnin~ or tho Lend­
Leue Act L"ld will bo dis so hod. I urdtuing opera­
tiona by o.ll countries in tho Lond- Louo area will 
be suporvi aed by !l&Tr'.f Ropkina , and ouch oporationa 
by ,llll other co..nti·ioa which must noceal!l.rily involve 
oonai'ieration of' toroicn !'olio~· will be procoued 
by the Doportm9nt of Stote. 

"Sinooruly your a , 

"FRA!IKLIN D. IOOSEVELT " 

--------

59 

, 
Regraded Uclassified



60 
TREASURY DEPARTMENT 

INTP-OI'I"'CK COMMUNICATIOH 

DAft .liprtl 15, lgln 

TO 

STRICTLY CONFIDENTIAL 
I tel.,..u4 Mr , Pl.,talr of \be llrUlell lreu1117 IU .. loa a\ 9130 \llh IIOJ'IWic. 

1 ... 111414 lila tllat la tlla - of \be lao\ *lJIMil\ ot lou\11 .ltrl- coU \o \be 
uanl4 atat.e till lrithll fnuuT W ct..a u \be -ller of lu4 we of pl4 1a 
\U lklJM•' · ID \be ••eac- *loll Mr. J'ia-\ 11114 :pron4H .. wl\11 nq,en to tM 
conut oklpM&t , \lla-- of MDI u4 \M--at 0-1 at flM pU _._, w-.... epeolt114, w \lie ,.u llere w .. , .._ raw. n.,talr ,....tM4 to 
- u \M IPuq fUll ooa\a1M4 tM fi&a'e• 1a t--'loa. 

Wllea Mr. l'l.,talr ..uM oa • a\ 10115, Mt I , .. liJ llr hedert.ok ~. 
1oo h 14 • \lla\ \Ill .. .__.. •ha1Jic. le khptu I \lte lriUIIl ...... _,.f-It' 
otttc• 1114 4lotate4 a -~•er• ~,,._ t1te llrUtlll •• ,......uo \lla ~.ooUM f.._.• 

!l 12111D ,...., I epellil wl\llllr . Illlllll liJ \ehptne . .. ea14 \lla\ llr. "" roa 
of 1111 deft .. IIU1ac all UJ'"l I h ,_ • U ..... JI at • coU lilt,.. .... 
eonow, 11 acoo"- wl\11 ov plaae. I \eU llr. IIMIIII \Ita\ a le\\ar - Plat fer· 
'IU'l \1111 ottenooa ClYillJ all of illte Wa wbtell \Ita lr1Uell 11114 :proYi4H wl\111 J'leplo\ 
\o \Ill pU oarp. I .,.,., \Ita\ a oallle W ~ _, •• Ln4oa ,...., retuo\lat \lla 
aaaller ot we, I ~- \o hlepltoM We bt-uoa to llr. IMD u •- u 1\ 
aq "N noo1Ye4. 
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S fRICTLY CONFIDENTIAl 
I at' 
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4Fll lS, 1941. 

Ill a.ccol'd&IIM with 70V i.Jiatrut.101110 of lridq, 4pl'1l llth, 
I talked with Ill'. Ia11Cbl1Jl CII1'T'1e ~ .,mine, 4pl'1l 14th. I 
P'" 111a a roll&b onliJie ot wb&t w 1Jiteaded to do, 1Dclxldi!lg the 
pw• uount of additioaal •••- to 'M ra1Hc1 Uld the amer 111 
wbich ,.. arri'fed at tbat UDaDt. I told b1a tbat out of tbe $3.s 
billion, Sl.S billiOD ._. to c.,.. tr.. 1Dci'WUed. nrtlx rate. of 
1Ddindual 111c~~MJ abov.t t900 111ll101l tr.. corporat.1oll8 of 11hich about 
JSOO aillion w.a to result tr.. tbe 6 paroent corporate aurtax 8Dd the 
reat holt excess protita tu 1Dci'WU••· I 1\Jrther atatad that'" were to get about $)SO 111llion .troa ohupe 111 eetata and 81ft tu .. and that 
the balance of about $l billiOil ... to oo• troa ealeoted. exciee taM. 
rr. Currie etatad tbat he thoucht th1l ._. a coocl Jli'OC2'Ul Uld that h1a 
onl:r crit1cil• 'IIOulcl he .. to the a:ci- Uld he .. 1DcliJiecl to acrea 
with • t.hat theee ebolll.cl t. ret&iDitcl beoaae it wo'Olcl 'M a goocl anti­
clota for the clri'ft tor a general ealee tu. 

Abol:lt - Ill', Cmrl.e pbaoed. • ad .Ucl 'M W heerd .troa 
:rou ... the pbone Uld he tboQsbt he bad. 'Mttar 10 1llto tb1l •ttar _.. 
•erioaaq. Be aeloecl • 1t I -td hnlieb b1a oopa. of ell eoJwclnl• 
at cace • I told h1a the t I J11.Pt DOt 'M 111 c11ar111s the alta..- bat I 
wovlcl- 111a -u• •r-~. &coord1Jicl.T, I c1row 111a to 1a1a 
~ lut II1.Pt Uld - fart!ler cl1ecuMd tb1l ~ or the ~illlr'• 
he requ .. ted. I 11M .q that ecbedale 11bG1r1J1c U. 1Dc- 1a i.lldl~ 
iDe- tuee. ft1a .a ....... le 8bookecl Ilia ad he thiJaibt it W8 altopther 
too -... Ill dl-.1ac the -ndt7 fw .-ll a Nbedale he natacl 
that he t.bo'Gibt 13.5 11!1u ... ._. too ldcb aid that 13 lr!lltoa wwld t. 
eDO'IICh· Be u- riatacl tlat he Ulcla&bt 12.5 11ll.l101l -u- - .... 
He aleo felt that w ooald tab a .-t dNl .,.. .troa corporat.10D10 1a 
the f- of •-•• profit. Uldllloapiulad. the ~ tbat witllltft" 
ll1l.l1oD paopla at.1ll oat. of work w wn DOt ,.t at the po1Jit ...,. 
• OO'Gl4 18poae a:tre to. wb1oll -td r..tue wt41Jt101l. Be -w 
tom.._ he .. eeiaC to cat tbe eolwln'• aid I told b1a • .et1a& 
with Co .. i-~ l•'1r1-. tot. heU 1a the...,. Mal' flltve aid I 
tllo-.taL I 101114 .U..O.. the IICibeclul ae w1 til b1a _.. f'lll.q attar bniD& 
the ..,_fU of ~ml -n-. we qreec1 that w Rald ..t attar 
the c ,.....lioml cOil!......,.. 
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At noon on lloudq .lprU 14th, I pw to 11r. Leon HoodeHou 
and b1a legal actrber, Mr. llarld Gineburg the - outline I p-.e to 
Ill'. currie 1n the 80ming. lilr. Hendareon •• ~ eiCh pleued with 
the entire progrea. Be erlclenced eoM deeire to ha.-. hie .eu contact 
our ate!! to learn Dire about uceaa protite. .lpparent].;r be-. 
entirely 1n accord with 0'111' procraa. 

At l"GnObeon on lloDciaT .lprU 14th I p-... a &Udlar outline to 
11r. r.ce lea . He had with b1a a c-tary upon llr. CWTie'a ~ 
to the Preeiclent 'llhieb be allcwed • to Had but wh1ob be took back. Ill 
tb1a _.aDClua be upresaed the belief that ac11e prorita lboald be 
rerllecl and 80re re.-.11118 aboald be obtaiJ>ed troa 1 t than w bali&.-. 11 
possi ble. 

He atr.and Ida clesire to be belpt'al and ~·tad that be 
would be in a .-.ry good poeition to teatity u to the DIIU881ty CIIO"Ciril1llc 
Wlati O<>&ry trend& 'liT taatioD. Both be &Dd llr. CUrrie wre .-.ry 
enthuiaatie owr 1nliltillg 11p011 all aarried penone tiling Joint returne 1 
stat ing that th1l 1IOilld yield en add1 t1(1Dal $2~ aUlioo a 1W*J'• I told 
b1a that w had not )'It ta..ored thie cban&e but that w were ·~ it 
and W011ld be glad to conaidll' th1e in conjunotion with 0'111' teelmical 
CUIOdant bill. 

All three aen,Currie, Bmdanon and !cclee ta..ol'ecl the Preeident'• 
ruggeatad altematiw, o! eubetitntirlc DDdiltl'ibuted pi'O!ite tax tor the 
eD:eae pi'Otite tax. llr. '!arleau, llr. llloucb and I teal that euch a change 
W01Ild ftatl;r 1lprow the tax etructure .rx- the point of rl• o! ta1rMae 
and equity but oould not ni.ee u -b aone,- u -.,.be n.1eed bca ac­
pro!ita tax... '!'My are - •lrl,. a etlld;r to dietel'1111.11Ct bow ~ add.i­
tioaal I'IWBll can be raiHd ~ an ..c!iltl'i.blrted profit& tu and 
..., will lind th1.a intor..tion to ,..,.. u eoon u poeaible. 

~~--=-
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THE: U NDE:R SECRE:TARYOI'THE TIUAliURY 

WAaHIHOTON 

April 15, 1941 

llllll?IWIDUII JOR Tim riLlS: 

!bote proeat 'bee14ee tile lpolllr:er ..,.,1 !be lleoro\ar)' of tile 
~.......,.. tile lecrttUT of Acricaltv>o, lena .. llaJorlq. LMUr llcCo....-, 
eoacr••- W.O.... or tile Jpproprtattoae c-t UM, Director ad Ua 
of the ~t, -' llr. hU. 

file hero\ai'J •'-' .. \hat " _. _. a ooato- lae\ la\larief' 
with the ,. •• u .. , ...,...u.c \be lur ..... " \be -.u. - • ,...., 
la the .&crlcul.t-.1 .lfpsopalaUoa lllll. !1M PrMl._t -'" \bat 
oe han a ooater- wi\!1 \be boo .,.... tor \be,_,..,, or 4o\el'llllliac 
•hat ooul4 'be 4ou te keep We Mll wi\!ala tile h4cet ltaUe. !lie 
SecretU')' ea14 \hat tbat - wbat " .... , u..r. for \Hq -' be -
authorhe4 to •• \bat 1t \be Preo14oa\ ooal4 p\ nppor\ la Uao lena .. , 
he ""ul4 Ylto the .Acrlcal\'111'81 11111. 

!here wu a creat 4oal ot 4hn .. loa aM\ \be -tt•r 8114 hero\ar)' 
lleltar4 apia llroupt late tile plctv>e \be o\!aer -"•• per\alallll to 
t he acrlcaltural proera paa41ac Ia ftl'lou Mlle Ia a.....-. 0.. Ia 
partlcalar 11 the ..... ~u *~ •UaertaH lou• ., te 75 per -t 
of parl\7 8114 the a.au MU *1oll •tborl- loMe ap te 100 r:er _, 
ot pari\7. Be eaSt \bat be- •re wrrt .. ..._, tbeeo Mlle U.. 
the AppropriaUoa 11111. It \be 100 per _, lou Mll PH tllrooaP, 
there aee4 DO\ M a peri\7 .,.,_, 8114 ~calhlral p......,u w11l r..Sa 
a t pari\7. herotarr •r-\laelll ..S4 be acr ... wi\!1 We, ""' u..r. 
wu DOW Mtore u \be Acrlcaltaral .~~~PreprtaUoa 11111 *icll ncul .. Uao 
hd.&et 117 - t)61,0Cl0, 0Cl0 8114 be tho•\ tbat - \lao flret 1\la to 
lie \altea care ot 8114 we -u U... -.co tile o\!aero . 

eo.,..,,_......._ ..st u..... .. .,1 .. te 'be. natat oa t1ao neor 
to hol4 tho .IJproprlaUoa 11111 tow te \be lladpt. 11r. c-a. IIIIo II 
Cllal...a ot \bo 111'-ltt .. , will M...,.. Ia r ... r of \be a.ato Mll 
u4 tbe oal7 'flq \bat be 'llell"" \bat \be .Stuttoa caa 'be beal41 .. h 
for the l'r11Uoat te call tbe U.Oora\lo -"" of \be .lfproprtatloa 
Cowl\t" dowa te llle oftlce &114 \Ill U... eao\17 wbat be -••· It 
ha 4oll tbh, llr, loo4naa UW1b \bat Jlr, c.Ma will p alOIII wi\!1 \be 
Preol4•t'e pncna. lt we s. toao, 11r • ......_ 'belleoH \bat ba &114 
llr, JlcCoi'IIIOCI< CM \Ilea 0&1"1'7 \be flp\ ..t pro'-1117 wlao '11111'1 will, 
boweoer, M a lot of eralllbc ... allarp• \bat ~calhlrl h oatferl111 
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Edward 
F11nn: 

B.M.Jr: 

F: 

R.M.Jr: 

r: 

H.M.Jr: 

F: 

B.M.Jr: 

r: 

R.M.Jr: 

P: 

R.K.Jr: 

P: 

Aprll 15, 1941 
}:15 p.m. 

Hello, Henry. How are 10u' 

Fine. 

Henr7, I heard 1o~e go1e1p around that 
there 1a 1ome l1kel1hood ot appointments 
ot eome men 1n the different etatee in 
oonneotion With th1e bond ieaue. Will there 
be an7th1ng lUte that? 

It'• going to be t or t he honorer, ooaaltteee. 

Will there be aQJ paid poeitione there? 

8o tar I don 1 t know ot an7, but 1t there 
are, JOU want to be kept in mind? 

Yeah, I Wish JOU would. 

Fair enough. 

And I tall JOU, eYen in eome honorar7 
plaoee in 1oae ot the1e etatel that we haYe 
1ome good men, it JOU 1ll let me know about 
it, it Will help a lot. 

I'll pall it along. 

All right. Swell. 

'l'banke tor oall1n& ae. 

Fine, HeDJ'1. 
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TO 

,_ Mr. OoGbna STRICTLY CONFIDENTIAL 
.u 12115 J•••mar aooa \be learetary a*-4 • to aaMrtala Ina lb hM.erlok 

l'llilllpo llbat tbe Jrltlell tllo~~Pt tlloo!J oo'Gll. olltala tor :Iron a4 'lllU~ 11 tlloo!J 
1014 thio ooaoora oa.trlpt , tbat ta, aot lltlac tbroa.P tbe a. P. 0 . 1 t~•• 
tbio roq"~M~ot to ftlUlpa at 12125. a. ropllH tllat be U& aot ~ tM ~u• w 
_, tollaUa flffor of a alMa JV*uo of Wo ••un. a. rn 11M, alao, tllat U 
w ,.._ Slr J&nM Poaooek'• oplal• •• u noUN u tU atllor &.iJ tUt .-. 
nal4 11o UtUa &lll- la tM __. tUt __. 1lo nellaH oa We 11811N 
..,._. ... a. •· o. 1ooa or a Unot .u. ... '-l'rH, • latter a1._u" .­
iac \bat a aalo ooal4 1lo .... ftUUpa .u.& tllat llo -u ~ •• P-* .sa 
lr tolopbOM , aa& cln • a tanur ...,.n. 

liMa llr Pre4orlelt Jtilllpa ... r-l'rH 1rT tllo loerotal7 tue Mftla&, 11o 
rolol'ft4 to tldo Mttor a4 natH tllat Poaooek wwU cl" lile opl&lD la t11o ...-1101 
wUbia _.,_,..., lloara • .U ~ o'alHit tlile oftol•• lb Welt to11' .., • 
taot be W Jut roool....t a oaU ,.._ llr K~. 1M laUar W OOUIIlW wl~ 
11r. 01.areue Dlll• w11oo ...... lila prlftto &114 o•uaual optal• t11at a .Urltlat 
oale at pnNat wa.l4 1lo a utlloa.U ll&l'bt propalitln. It wu polato4 nt tllat 
thlt ooaoara MlDio olleo!p olpnttoe, wtalu ta a lilpq OGI!POtlUn 'llallaoae. ...,._ 
ta-n, tbe flra ta liMa to be eiiDrt of wdi:lac OO!PUal. !lila ta •• a lloa&l ... 
u l o111 ao 11oa1r1111 laolllU .. aro awilalla. DUlaa u..pt tllat tbe ~ llalt 
tor a aariDtt aala wo'Gl4 1lo t;!o,OOO,OOO Mt. t25,000,000 •• -a "llo a po4 prliO. 
$}0,000,000 woal4 'M tlllt aliiOlaa d • !llo ....... wu nltol'dH, llozu•, tllat 
\bare h a\ pn-• a W Mrbt .,. tllot l\ wa.U teD \line or tnr ....a to propan 
tor a aala. lt aoHltl- allo'Gll. etlU "llo .rawralla 1rT tllot U• t11o t-'1• 
alp\ al\bn- 'M ~nlU. or tllo pnu1la loae tlloa aaUolp&tH. PblUlpo .... ae 
\be oplalaa at Mill._ ..._ P•n• "-' tU paelillllltJ of a looa MnU •• "llo 
\1D"IIO& 4oft, •• tbo ...... .allaH ...,_. tor a ea1a to 1lo - W . IIIIo Jritlala 
la\laata& tkat lfr. Dllloa -a lie phanl to cl" lila oplal01 ~ h t11o 
Sacretar, lt tbD laUor &edro4 to u_., t11o •tter wlth Ida. !be lrlUellllopo&, 
ll_...r, tlaat tbe torecelac ......a wa.l4 •• •- to tbot at\oa\toa of lfr. 1-•· 
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R.M.Jr: 

operator: 

Jeeee 
Jones: 

R.H. Jr: 

J: 

H.M.Jr: 

J : 

H.M.Jr : 

J : 

H. M. Jr: 

J: 

H.M.Jr : 

J: 

H. M.Jr: 

J : 

Hello. 

Secretary J ones. 

Hello, Henry. 

April 1 5, 19~1 
~: 25 p.m. 

Hello, Jesse. On th11 queetion ot Brown 
and Williameon, I got word trom the Englieh 
that anything that the)' could do with the 
banltere would talte about a .ontb. So 1t 
you want to go ahead, the)' hope - th1e ie 
the Britieh TreaeUI')' I'a quoting - that JOU 
can malte it 25. 

Twent y-the. 

Yeah, net to them. 

That will equare with you, will 1t' 

Yea, and I asked the Pr eeident how he telt 
about our not - well, I mean the control 
etaying with the Engl1eh, and I explained 
this to him. He eai d ae tar ae he wae 
concerned he thought eaoh caee on ita 
merite, and ae tar ae th1e oaee wee con­
cerned, this wae agreeable to h1a. 

o.x. 
So in working with you on th1e, I'd like to 
continue .•....• 

J uet individual oaeee. 

It you please. 

0.1. , and I'll proceed accordingly, Henry. 

Thank you, Jeeee. 

0 . 1 . 
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Ronald 
Raneom: 

H.l! .Jr : 

R: 

H.M.Jr: 

R: 

H. M.Jr: 

R: 

H.H.Jr: 

R: 

H.M.Jr: 

Apr il 15, 1941 
4 :50p.m. 

Hello. How are you today? 

Hello, Ronald. 

I'm starting out, I nope, on a r ound ot the 
Federal Reserve Banke on which I expect to 
be able to get in at least nine ot them, 
perhapa more, betore I get back. I'm going 
to Philadelphia thia week and then on the 
30th start out on a trip that'll take me 
all the way trom Botton t o San J'ranoieco 
and back. 

Yes. 

Nov I wondered whether i n the process ot 
going to tneae Federal ReserYe Bank~vhere 
I'll see the local etatta and alao aee a 
0ood many ot the local bankere, it there 
are any particular ideae or linea ot intor~ 
mati on that you'd like me to try t o develop 
vhion might be in any way helptul to you. 

Well , there ' s no question in connection with 
this Detenae Savinge Bond but that we would, 
and I don ' t know Just nov they are handling 
that. I think it you'd aek Bell to talk to 
you about that .•.•.•. 

Yea. I ' ll see Bell at dinner tomorrow 
evening. I 'm going to hi e house and I'll 
tell him about tba eame thing. I have i n 
mind to try to encourage them in every way 
I can to make an all- out ettort on the 

70 

thing and I Just wanted to be sure that • ...•• 

Well , that would be r eally the principal 
thing. 

Yes, I should t hink eo. 
to get something ot the 
local communitiea. You 
i t i n Washington. 

I'm going to try 
sentiment ot these 
can't very well get 

I know that, but when you get back I'd like 
ver y mucb to aee you. 
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I wlll, and I wlll aakt a detalltd e.-o­
randue •• I go alone and de·relop ••n"-'· 
I want to know eoeethlng ot the aentleent 
toward the war ettort. I'a atrald 1n aoae 
aeotlona ot the oountr, 1t 1a a 11ttle 
letharglo and God knowa I thlnk 1t' e getting 
nr1cu • enoqh to apeed 1t along 1t we oan, 
ao I'll ••• JOU When I get baok. In the 
aeant1ee I'll talk to Dan and ••• 1t there 
are eo•• apeo1t1o 11nea ot 1ntoraat1on theJ 
want 4nelope4. 

Good. !bank JOU. 

0.1. 
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TREASURY DEPARTMENT 

INTIEft OI"'"'Cir COMWUNICATION 

... .,. April 15, 1941. 

Secretary Korgenthau 

Yr. Foley 

Alternative Proposals Considered 
re Anglo- Palestine Bank. 

(1) RFC or Export-Import Bank to lend $8,000,000 to 
.llllerican branch of Palestine Fund to be secured b;y 
future donations to Palestine Fund and b;y additional 
stock in Anglo- Palesti ne Bank and by securitiu of 
Palestine enterprises owned b;r Anglo-Palestine Bank. 

'I'he dollars will be turned onr to the Bri tilh 
Treasur;y and the sterling will be di'fided betwean tm 
Anglo-Palestine Bank and the Pal11tine Fund. 

(2) Export-Import Bank to finance exports to Palestine, 
the Palestine importer to P&J for the imports by p&J­
ing sterling to the Anglo- Palestine Bank. No dollars 
will be made available to the British Treasury. The 
Anglo-Palestine Bank and the American br anch of the 
Palestine Fund would be obligated to r epay the dollar• 
to the Export- Import Bank. 

Although there •7 be legal authority in the 
Export- Import Bank or the RFC to do either of the 
foregoing, I belien that the freaaur;r should not 
reco~~~~~end that this Gove1'111118nt enter into such trans­
actions. I also believe that there is nothing sub­
stantial to be gained by referrinf Iatorik to the 
Export-Import Bank for oonsiderat on of his proposals . 

(3) Moneys to be made available b7 private banking facilities 
in this country. 

Although the information which we have obtained 
relative to the Anglo-Palestine Bank shows it to be the 
mort important bank in Pal11tine and to have had a good 
earning recora, I believe that in view of current 
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ci rcumstances, there is no possibility whatever 
of any. priva~e bank in this coun~ry being inter­
ested 1n mak1ng the loan. Istor1k concurs in 
this view. 

(4) Moneys to be obtained from a group of wealthy 
American Jews . 

I s t orik feels that it would hurt the Bank 

74 

for him to attempt to go from person to person and 
make an appeal f or funds. If a group of wealthy 
persons can be ~tten t ogether and were to subscribe 
cone,-, that wou.1d be ver,- helpful. Little hope ie 
entertained for this possibility. 

(5) The Secretar,- to w rite a l etter to llontague Norman 
thanking Norman f or his int erest in the matter and 
indicating that the extens ion of credit to the 
Anglo-Palestine Bank is a matter for the British 
Govel'Illllent and not the Amer i can GovertiiiiBnt , 

Since Norman has not communicated directly with 
the Secretary on the proposal , there would seem to 
be no reason for the Secretary taking the initiative 
in writing t o Norman about the matter. The Treasur,­
h&s already advised the Br i tish Embass,- of its unwil­
lingness t o appr ove the transaction. 

(6) The Secretary t o write a letter t o Istorik saying 
that the matter of extending credit to the Anglo­
Palestine Bank has been given careful consideration; 
that this Government i s not in a position to engage 
in any such transaction and that the problem pre­
sented by t hll Anglo-Pal estine Bank appears to call 
for solution by obtaining sterling credits within 
the area of the Brit ish Empir e . 

Istorik would find such a letter very useful 
in going back to the British authorities and obtaining 
from them sterling credits to tide the Bank over in 
any difficult period. 
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clr«R~~Utmoll, th.re 1a 110 poulbllltr whatft'er 
of UJ:f prlnte bank 1n thla oO"DtPT belDc lntel'­
llttcl 1n .. kh11 the loa. Iatorlk ooann 1a 
thla TliW. 

(4) lio.aep to be obtalnecl froa a Cl"Oup of wealthf 
J.Mrlom Jna. 

(5) 

Iatorlk feela that lt woulcl hurt tha Bult 
fol" h1.a to atte.pt to co fl'Oa paraon to peraoa &lllll 
.Ue an appeal for f-aa. If a powp of wealtlq' 
pvaona can be cotta tocethn an4 were to nbavl'H .,.q, tbat •'lld be Tll7 halphl.. Little hDpt 1a 
entoFtalnacl f or thla poaa1b111tr. 

!he S.vot&rr to write a letter to Jlontague loi'Uil 
tbenM•f lo...a for h1.a lnteroat 1a the •ttv a4 
1D41oat 111 that the atenaloa of erecllt to tM 
J.Dclo-Paliat1ne Baak 1a a •ttv tor the BrUlu 
GcweJ"'IMnt ud not the .&Mdoan Gonr1111ot. 

SlllOe Boran baa not o._,.,t oatecl cllrectq w1 th 
the Seoretarr on tha p10opoaal, there wnlcl aea b 
be no roaaon fol" the S.oretarr takhtc the laltlatbe 
1n m tlJIC to loraa allout the -u·ar. !U !rtuVJ' 
hu llreaq aclTlaea the lr1 tlah llllluq of 1b -u­
Unpeaa to app1-rre the t.......U-. 

(4) !he Stvet&r7 to 111'1te a letter to latorlt a&71ac 
that the •ttv of atacllac ertcl1t to tM ~ 
Pll.oatlu Baak haa \an pTa eueflal eou1dar&t1011$ 
that Wa Gotez nt 1a not 1a a pealtloa to IIIPP 
1a w.:r auoh tran.autloa ucl that the pre'lll• , .. 
aat.a 'by the ~o-Paltatlu luk ~· to ..U 
for aolutloa b7 Obtalallll aterllJtc erecllta wlWa 
the .,.. of tha Brltlah lllplre. , 

Iatorlk •uld tlacl nah a letter T11'7 uehl 
1n colnc baok to the Br1t11h autbol"ltlea an4 obtalalll 
fl"CIJl thea aterllJII oncll ta to tlcle the Ball: crnr 1a 
lllf cll!tloult parloa. 
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TREASURY DEPARTMENT 

INTER OI"F''Ca COMMUNICATION 

DAft APf 1 !f f!Nf 

10 Secretary Uorgenthau 

""'" Ur . Foley ol - I( 

As soon as Bernstein was advised by Pehle of the State Depart­
ment's request to arrange for the transfer of $100,000 from the 
account of the Central Bank of Yugoslavia to the Yugoslavian 
Legation, t he Legal Division drafted all of the papers necessary 
to consummate t he transaction. These papers included a letter from 
the Secretary of the Treasury to t he Secretary of State and a 
freasury License authorizing the transaction; a form of certificate 
for t he signature of the Yugoslavian Kiniater and addressed to the 
Secretary of State and a form of letter from t he Secretary of State 
to t he Federal Reserve Bank of New York certifying to the authority 
of the llinister to draw the funds . Bernstein ilaediatel7 called 
!.Dga.n at the Federal Reserve Bank and adTiaed him of the matter and 
of the procedure to be followed, and asked the Federal for an 
expresuon of their views . Within an hour the Federal phoned back c ana said that the procedure was agreeable to thea aaa at our request 
they also furnished us with a oop7 of t he letter f:roa Fotitch to the 
Federal instructing that pafDlent be made. 

c 

At 1:45 Bernstein, after being unable to get either Berle or 
Acheson, phoned Donald Hiss, who ie the aaaiatant to Acheson, and 
advi sed him of the matter and of t he State Department's interest 
therein and that the Treasury had papers prepared enabling the 
transact ion to be carried through under t he· recentl7 enacted statute. 
(Public Law lio. 31, 77th Congress , approved April 7, 1941) . Hies 
stated he would discuss the matter with Acheson and phone us back. 
Before three o 1 clock Acheson phoned back and said that he was . 
prepared to go over the matter with us . 

I discussed the probl811l in its entiret,. with Bernstein and 
carefully considered the provisions of the statute. I am satisfi ed 
tb&t the Treasury De:partment•a reaponsibilit7 under the statute ia 
limit~d to t he queshon of issuing or deeying a license under t he 
fthreez1ng control order and that tlie issuance of auch a license by 

8 Treasury under the circumstances, the State Department having 
specift?all1 requested it, was enti rely legal and proper and will 
result 1n no liabilit,. to t he Treasury or aey officer thereof. 
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Under the statute, it is the sole responsibility of the State 
Deparbent to determine whether to accept and recognize the authority 
ot the person designated b;y the duly accredited representative u 
ha~ authority to draw on the account. It is also for the State 
Department to determine what, it an;y, evidence or information i t 
wants on which to base this determination. 

I discussed the matter with Mr. Bell who raised the question 
u to whether the certification b;y the State Department should indi­
cate the inabilit;y of the W.nister or the State Department to 
co:ll'lllllicate with the YQgoslavian Government in Y~oslarla. I pointed 
out how that ns entirel;y a matter for the State Depart:aent to decide 
and that furthermore the presence of that information would not in 
&n1 ny strengthen the legal nUdity of the certification b;y the 
State Department, but might make i t mbarr a11ing for the Secretary 
of State to sign the certificate. 

In rlew of this talk between Kr. Bell and _,.elf we felt it 
desirable to present the matter to the Secretary. ~t a conference 
ill the Secretary's office attended b;y the Zeoretary, Mrs. nota, 
l!r. Bell and ar;yaelt I raised the probl-. Mter considering the 
matter, the Secretary at.ated that he would be willing to proceed 
along the linea indicated if hie General Counsel rec0111111ended that he 
tlke such act ion and han the record olearl;y show such reoollllllenda­
tion. 'l'hia oonfll"'U rq recOIIDendatlon to the Secretary that the 
llltter be handled along the linea discuaaed in this 11810randua. 

Bernstein and Pohle then went to the State Department and dis­
cussed the matter with ~cheson and Feia. Bernstein pointed out to 
then that the Treasury was prepared to iuue the license which Kr. 
Bell had already signed, together with the letter to the State 
Departmant, but that it ns the sole responsiblli ty of the State 
Department to decide whether under the statute it would isaue the 
certificate. Bernstein also pointed out to th• that thqllight 
hilt to consider what additional erldence thqwould ask Fotitch to 
aub:ll.it. as to his authority and also whether or not the;y would want 
to indicate the difficulty of coliiiiiUilicationa with YugoalaTia. 
*cheaon and Feia stated that the paper s as had been drafted b;y the 

reasury were enti rel;y satisfactory to tham. Thereupon, Acheson 
anthd Feis went in to aee Under Secr etary Wellea and twenty minutes 

ereafter returned and stated to Bernstein and Pohle that the 
~tter ns satisfactory, that Under Secretary Wellea apprond 

th
e proc~d?I'e and that the State Department waa prepared to sign 
e eerhf1cate. 
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. Thereupon, Donald Hiss of the State Department went up 
to see t he Yugoslavian Yl.nlater about the matter. 

During the rest of the afternoon, the Ulnister submitted 
to the State Deparbnent a certificate signed by him as to his 
authority. The Treasury delivered to t he State Department 
the letter signed by Acting Secretary Bell and a copy of the 
license; Secretary Hull signed and forwarded the certificate 
to the Federal Reserve Bank and al1o sent to the Treasury a 
letter confirming his reco~~~~nend&tion that the license be 
issued and the procedure under the statute be followed. The 
Yugotlavian lli.nlster also sent instructions to the Federal 
Reserve Bank covering the t ranster of the money. 

4--1 .... 
On Saturday morning, we were adrlaed b;y the Federal 

Reserve Bank that it had received all the vapers in order 
and that the Federal Reserve Bank was puttlllg t hrough the 
transaction. 

Copies of the aforementioned papere are attached hereto. 

r.J.I. 7/· 

Attach. 

, 
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TREASURY DEPARTMENT 

INTI!:I'I·OI"I"ICI: COMMUNICATION 

DATil AprU 15 , 1941 

TO 
Secretary VArgenthau 

"'"" ~::-. Cochrall 

llbt o C&lllag upon .,. ,. .. ter<lq Mr. Stop!ord of the Britl lh :&Qhaoe;r d loc-.laood 

10 ,eotral tho Int elligence work on !1nanc1el ..,Hero wh i ch our tvo OoTermoenh are 

40~. Vhile tho llov York o!!ico of tbe Bri Uah NiJ>lotr;r of J:conomlc liar! are 1o 
bolloud t o obt nin considerable data !rom t he :l'.B.I., tbo VaohiJ>gton ort:an!oation of 
tho Klnlotry dooo not baTe direct contact wltb tha I'.B.I, hero. Stop!or d 111qu1ro4 

11 t o whet her ouch contact could be arraDgOd, or whether tho Treaoury itoelf could 
,.n ••aile\>le t o Stop! or<! materiel which we r ecoi nd !raa tbo J' . B. I. It hat boon 
r:t ~erotao41n& ell along, and vao confirmed by Mr. IO.euo t o me last Digbt, t hat 
tho 7. B. I. bere dooo not dooiro to h&•e direct contact with t ho Britith illbaoq. 
~~~ poltt had be en raiood by Stopfor<l when ha tirot - bore and t ho Deparh:ont of 
Sttt• ho4 been unwilling t o i ntercede for the purpooe of obtaining a.o e!fectho ar­
r&J:tCtnt. Stopfor<l 1nqu1roo ao to whether CNr nlaUono h&n now becoze oo cloee 
thot ,,. could eff ect a pool of our contidonUal fi11011ciel intonation, 1nclll4in& 
!rlthb 1111terial ouch a o lo nov prortdod the Traeoury, a nd ell l'.B.I. data , a TOllablo 
both tro:> llew York and Vaohington hondquartero . I told Mr. Stopfor<l that I would 
he•• to dioc11oo t hlt u t ter with ooe~e of the other off iciBlo in t he Treaoury. 

Soae deye ago l!r. Trentha.a, who Wlll forrnerl;r l'1nanc1al Oouneelor 1n t ho Britioh 
!•bony, and 1o now the l!iniotey of Economic llarfaro II8D at :Sorlllld,., ~· in t o •111 t 
•• vllb Y.r. Stopford. Trentha.a ooe110d unouo t o gin uo all po .. lblo 1nfonoat1on of 
lotrrut , ond oald he would accept 11f o11ggeet1on that occui ollal r eporto tlllll:l&rho 
cuu or acthitioo, rather than we be prortdod serol;r with 1nd1Tidual lntere onto. 
I at St optord end Trontha.a know t hat we wore quito intor .. tod 1n hart~~g in!on::t~.Uon 

u t~ the ooureo of fnndo uaec! f or Arlo propag;end• 1n thlo countr;r and t bo ebannolo 
tl>:·o~ which ouch fnndo paaa. 

Our!~ o11r conToraa t i on ;roatorda;r Stcpford r alaod t he queotion, ~leh ha.o been 
refer red to in ocea.donal 11ecor andA from hb:., aa to whether t ho United Statu would 
~~ locl1nod t o control the eX!'ort of United Statoa currenc;r and t be import of fore!~ 
bank oot.. . llat urall;y , they would be happy 1! we forbade lmporh of United Ste too 
b~ ooteo, but Stanford did not feel t hot he ought oTtn to sake t hio a11ggeetion. 
:b'l' voul4 like, ho;,ner, t o aton our notoo gottiag into t ho hal>do of Arl o countrloo , 
All4 ah o otop bio agenh fro• dhpoo l.l>g of :Belgian, J'reneh and other 11m1ler bank 
cotu on 011r l:lll!'lcet. Stopf or<l would be e speciAll;r p loaaed 1! J.oae rlean officia lo 1n 

~or~!,., COolllt r ico, particularl;r Svitsorland and Portugal , si~t aooilt 1n cb.oekiag 
;ucl..,. •.Ad bond trenoaetiona , f ood pprcol ohlp oento, note traffic, etc. That h, 
. or 1:wo;>h , are bond r epurehoau on t hio ....-ket for Srlao account actuall;r made on 
bth.olt ot Svl u inter eote, or v ha.t bapt>Ono to the bondo after the Swiat get t hea . 
~. ncu of eloako for GoriiM traDoactiono are doo1ro4 . 
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stop!or4 r a1oe4 ULe qa .. uoa toP1a aa \o ...,....,. AMI'icu \leJIII:a obo1l14 aaolot 
tl> crt4Uo to Axto oo.-.a . lie ll ...,. .r anwral "-' l.u'-• .....,.. liulclac 

Yl eUUioo ban 'N .. anldl4e4 lv • .., TOI'I< oo-n• \o hnher .bia 'lnaalaeaa wi\h \he 
~tto4 S\atoo or otb.,. areaa. .._\lie Jlr1Uah haft -Uoae4 \beae traaaacUou 
rlntol1 to \ba reopoad'ble \leJIII:a la ... T•rtt the laUer haft r.plleol \hat tbq 11a4 
~ IJ>otNCUOill troa VallhlacM• \hat \lie G6wa•• 111\ eppoeeol a1ICb CIN4U .......,.... ... 

Jtul17 Nr. atopford aeat1oae4 the\ Mr. •oel Wl, wbo haa uriftd bare no•\lT 
vit~ U>a rallk of IUililter to be la ollazp et Joo-lo Warfare, '1101&14 be c1e4 to oall 
00 

tbo s.crotOJ')' It ULe la\\n h r~Uft. lie 414 aet 4ealn to ea'llarraao IMNtU"J 
NorctAtball but 414 w.at ULe latter to lalow \ha\ be W01Il4 'lie 4elip\e4 h - la lt 
IA!o t o ecrotabla . Nr. !!all waa a proteuor ot eoolal aa4 pelUloal ad- la La&oa 
\tforo onttriDC (lon..-at Mnl". 

( 
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KW.ANO PU C H EN 

SbaJic)>&1 eo-roial l SartDC• kDk, 
ChuDfildiiS, Ch.1 na. 
April 1&, 1941. 

tho J!oDoro.blo Henry llorsenthau, Jr., 
a.oretuy ot tho Trouury, 
••hi~. D. C. 
u. s. '-· 

DMr Jl:r. llorsonthau • 

I wioh to tlwll< you tor tho ldnd lottor ot 
.. oh 14 whl.oh hao reaohod •• tor ooao dqt. I han 
datillitoly sot l'id ot tho aalaria, but w:r health 1a 
DDt uq too sood owiJl& to tho to.ot tho.t I oannot 
aloep ,..11 at 1li&ht• It 1a tor tho.t No.oon that I 
t1D4 it Wpoooiblo to o.ooopt tho lli1liotry ot roroip 
!rado '11111oh tho Oonoralhaiao reoontl7 otterod to ... 

the ti&hth Plenary Soooion ot the Fitth Central 
l:xooutin eo-l.ttoe or tho Xuoainto.nc wao adjourned a 
t ort111&ht o.so. Speo1t.l eaphaoh had been plaood on 
quottiono ot ooonoaioo. Booidoa tho oroation ot two 
new a11liatrioo tol' Fol'eisn Trade and Food Adainiotration, 
it wu rooolTod &11011& other thiJIC• that the oentral 
"'" ...... nt ohould take OTer tho OOllootion Of land t&z 
tr• the pl'ortnoial author! tin. Soao two "eta priol' 
to the oooaion, a aot ot resulationa tor the oollootion 
ot l&Dd taz in ldnd had juot been pr-lr;ated by tho 
son,.,_,t, It 11 now ootia&tod that atter a fair ro­
.aluation ot land, tazoa baaed on tho n .. Taluation 
11111 total OTor tour tiaoo tho preaont rooeipto. "' 
anttoal yield ot one billion dollaro 111 Chineoo ourronoy 
h oxpooted to be raaohod in tho near tuturo • 

tho - o.-lttee tor tho ada1Diatrat1on ot 
tranaportation on tho Twman-Burwa Bir:l-7 1o-­
poood ot tho .-bol'a, naaol,- Oonoral Tui Foi-POII& wbo 
h to bo the oh&inoan ot tho o.-ltt••· .... ChoJIC na­
., ... lllahter ot eo-mioationa, .,., !. L. Soo~~&, 

OeDeral lknar;or ot tho South We at Traneportation Co. , 
Jl:r. I. A. llaltn, Boo rotary ot -rloan bd Croll Soeiot, 
'lbo baa boon in China onr -ty ,......., &ncl ono other 
-..bor to bo ~ hF the Buraoao con,_.,t. .,. • llabr 

95 
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will o.ot u the C!det ~tor, 11hile Mr. !. c. Chell, 
.&,.tot&nt ~r ot II<Ntb W.ot, will be tM Chl.et 
s.oretorY• Mr • .U.r 11 DOW teldnc an llllpeotloB trip 
onr tbe whole rod, u4 it 11 beli..,.d that .,. ~­
diate aot101l 11 UnlJ to be _., betore hi• retu ..... 

96 

1 hope the torecoinc will ci•e you .... clt.peeo 
ot tbl ettort• .,. an .alr:1nc ~· eolYiiiC our probl­
ot ti- &D4 t......,poratiOil. .U tor W¥ pert, 1 tell I 

1
boul4 4rtote W¥ whole attellt1oB to tbo et&b111aat1oa 

tD4 attair wh1oll 11 ill iteelt a .,.rr u.ortaat ""'"-" 
""" oa tbl .,._,, ot 11hioll l>ulc• t1>1 tate o{ Cb1Da • o 
poot.-11U re--"""nioa. It 11Medllll to~~ • .....,...r, 
tblt 1 ellall al..P try to bep ap t1>1 -"-• ohip­
_.tot ..oocJo woodoil, it l.W,_ti~ elW&tioa allon, 
to Mt 111 till .....Utioaa 1mdlr .,... 1- t.C"-•'• 

llltb belt po...-1 repria, 

II'Co11 
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lltWA l'fO PU C H Bl'f 

Stw.Dcbai c-ro1o.l • Sanae• So.ak, 
CIIDD«Id"ff:, China. 
April 1&, 11141. 

The Honorable Henry Morcenthau, Jr., 
s.oreta.ry ot th• 'l'reaau.ry, 
Wuhln~ton, D. C. 
Q. $. A. 

Doo.r 11r. llorrnth&u, 

1 <rial\ to t bult 7"" tor the ldo4 l etter ot 
llatoh 14 whlob baa re~ .. tor - dqe . I lone 
datlnl tel7 pt rid ot the Mlario., llat , bao.l tb le 
aot ~ ton.- ....S...C to the rut that -t 
alMp well at nlpt. It le tor that ,_...,. thet I 
tln4 1t l.lllpoulble to ...,..pt the IBal.try ot hrelp 
Tro.da whloll the -...UaaS.O ro-17 otto....S to ... 

!he ISptb Pl~ .... l oa ot the PU'tb Ceatrol 
luouu,.. c-lttee ot the 111-..tuc -. M,jouru4 a 
t ortnlcht o.co. lpeotal ...,baala ba4 liMa pl o.- oa 
quutlona ot eo-oa. leal4ea the oroo.tloa ot -
oow alnlatriaa tor hrelp 'fhAie ...,. ho4 Adllllllat rotlon, 
1t •• reaolwd ._,. other th1111• that the - t nl 
coTanm.nt ahould tate orar the oolleotloa ot 1...,. tax 
rroa the ,.....naolal adhorltl••· ._-_..,prior 
to tha MaalGB, a Mt Of roplo.tl- tor the oollootlOD 
ot lo.n4 taa lB ldo4- j110t 'bMa rr-lca-...,. the 

co .. .--t. It le - ••-- -t atter o. talr ,.... 
n luatlon ot l o.o4, -· 1>eMd oa the - 'ftl - tloa 
'ri)l total Clftr tour tiMe - pro-t n•lpt o.. AD 
&MUal 7iald ot - bllUoa do1lart1 ill Clolaea• ..,...._.,. 
Ia • .,.._ to " ... - la the _,. tlatoan. 

!he - ..-ittee t or the -nlat ntloa or 
t ranaporto.tloa oa the ,.__...._ 81~ 1a - -
poud ot tiw -ra, -17 Oeaeral !vi Pal-PeDe -
Ia to \>a the obai ..... or- ..-tttee, .... Qauc u ... 
w,au, lllD.liWr ot c n'•"--· llr. '· L. Sooac. 
Oonora} Maaaco.r Of the South •at 'flouuoporto.t lOD Co,, 
\(r , B. A, So.nr, .. oro.t&rJ ot .-rt..., .. 4 Crou SooiatJ 
•ho hu been in Chi- orar 1oomtJ :r-o.ra, and one other 
··~ber to 1>• -· ...,. tlw llu..aae con..-nt. .... Saker 
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:l01 · - ~-P!'epiU'<>~ b;r : llr. '!'Urner 
l'r. l!urnhy 
Hr. I!Ms T 

~ttU"T ~II\ 

INTaR OI'P1C:K COMMUNICATION 

OAT& AprU 15, 1941 

TO 

,_ 
SubJect: 

Seor~el7 tbau 
Kl'. Baa . . 

Ourn n-elop!lente 1n the Hlgb-gNde 8eoll1'1 ,,. 
Xarltete 

SUIOW!l 
(1) Pl'lou o~ '!l'e&aW'J' boD4e &114 notu daollRed e&l'lJ' 

1n Apl'll. BoRde b&Ye 111Me reooYel'ld \beae loaeee; 
but notea dill abolr a Ret pl'loe daol1u ~or the 
period a1noe Karoh 31 ( Obartl I and II) • !&xable 
1eeuu baYe per~ol'lled beher tbiii t&s:exa.pt 1a­
auea (aee \able on page 2). 

(2) !he new :arc 7/8 pol:'Ont aote -· pr1oe4 at 100..12/32 
b14 on a •mn 1uuad• baa1a at \be oloao o~ the 
f1rat daJ''• tra41ng• aDd \he aew 1-1/8 poroent aoto 
vu quoted \ben at ioo-21/32. Both aotea baYo alaoo 
r1aen al1gbtlJ' 1n pr1oo. !be ,-1eld o~ oaoh 1a about 
20 baala poinh abon that o~ a oornapoll41q ~ 
ex•pt guuanteed lane (allan III) . 

(J) !he proeent high 41~foreaUale between the J'lalda o~ 
taxable and ~uaapt HOUl'1 Uea MYe broupt 1ato 
queet1on \be oontont1oa that the 1aaU&DOo of taxable 
eeour1t1u would ruu1t 1n a not ~1aoal gain h \be 
!re&•UI"J'• !heae 41f~eront1ala, howeYer, ro~eot 1n 
part the a0&1'01f Yaluo o~ outatan41Dg ~ox-.ptl, 
and oDl:r 1i Pal' tlli 1144e4 ooat to tha Qonn.ont o~ 
hau1JI& \axable aoourltioa. 

The eproad bowooa tho J'lalda of lo~~&-tol'll !re&IW'J' 
and corporate bonda baa 1aoroaae4 bJ' about 26 baa1a 
PG1nta a1noe laet Juno. !hie 1noroaeo a&J' be pre­
auaed to be duo to tho grow1JI& IO&l'OUJ' Yaluo of 
taz....exeapt Goyez-.onte. I~ 1 t 1a Abtl'llotod ~ tho 
IPl'aad botvo .. tho J'lald o~ tho a .. tuablo 2-l/21 e 
ot 1952-511- &114 tho ,-1ald o~ a oorrupon41~~& tax-uaapt 
bondt t~ra r.&1na ODlJ' 17 baa1e polnta to 'be attr1-
buteCl to the oo.t of 'borrctnJI& 'bJ' aMDa of taxable 
eeour1Uee. !liii 1a well Within the 11a1t of what 
the '1'l'e&aQt7 _,. o:r;peot to recapture 'bJ' tant1on. 
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(4) 

(5) 

High-grade corporate bonds have decl ined in price 
since t he end of March (Chart I I ). ~un1c1pals 
have remained unchanged In prloe for about three 
weeks (Chart IV) . 

Loans of weekly reporting member banks, and 
especially their •oommeroial l oans•, have increased 
sharply in the past ten months after about two 
years during wh1ch they changed but little. Total 
l oans are now near their 1937 peak; and •commercial 
loans• are above their 1937 peak (Chart V). 

I . United States Government Securities 

Pri ces or Treasury bonds and notes declined early in 
Apr i l . but bonds have since recovered. Notes remain below 
the1r levels at the beginning or t he month. Taxable issues 
have gi ven a bett er performance t han t~exempts, as is 
1nd1cated by t he t able below. The da.1ly price changes are 
also ahoi'ITI , by maturity classes, in Chart I . 

1 to 3 
3 to 5 

~ 

years 
years 

5 to 15 years 
15 years and over 

Average price oharige 
Karch 31 - April 14 

Ta~exempt ; Taxable : All 
ieaues : issues : 

+ 5 
0 

( In tblrty-se~nds) 

- 1 
1 

ieause 

+ 5 
0 

The avera.ge yield of long--term Treasury bonds, moving 
inver sely to prices, increased from 2. 00 percent at t he end 
or !.larch to 2. 02 percent on April 9l but has ainoe then 
decreased to 1. 99 percent (Chart II • 
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II. R. F. c. F1nano1ng 

The new RFC 7/8 percent note due October 15, 1942 
ened at lQ0-14/32 b1d on the t1rst day of 1 when issued" 

~~ad1ng (Aprll 10) and after reachlng a ll1gh b1d or lQ0-15/32 
tell back to lQ0-12/}2 at the oloee. The l - 1/8 percent note 
due July 15, 1943 opened at lQ0-20/32 bid, rose to lQ0-22/32 
and closed a t lQ0-21/)2. Both notee have s1noe risen slightly 
1n price. Yields of the new notes , baeed on laet night o s 
cloalng prioee, are shown on Chart III together w1 th the 
yields ot outetand1ng guaranteed iuuu w1 th t1xed u.turi the. 

The yields of the two notes are each about 20 baa18 
polntll above what te.JI!-exempt notes of oorreapond1ng 11aturi ty 
would yield aa in.d1oated by the ourTe. Th1a differential 
amount s , in the oaae of the shorter note to about 23 percent, 
and i n the oaee of the longar to about 18 percent of t .be 
coupon. 

III. The Additional Cost of Borrowing bl tleans 
or th8 I ssuance or Taxable Beour ties 

It is olear that the Treasury will derive a net fi s cal 
advantage from the issuance or taxable eeouritiee only lr the 
increased coat of borrowing by means of auoh securities i s, 
in the long run, lase than the inoreaaed revenue obtainable 
by taxing their interest. There are, of oouree, other 
advantages from the ieeuance of taxable aeouritiee which 
would make their 1eauance worthwhile even if it resulted in 
a tis cal disadvantage to the Treasury. The Treasury has 
consis tent ly maintained, however, in i te teetioony before 
Oongreaat onel Committees, that the ieeuanoe of euoh securities 
would also result in a net t1soal gain. Thie point of view 
haa been aubJeot to considerable challenge in recent montha, 
because or the ll1gh d1Uer ent1ale obtaining in the ~~arltet 
between the yield• of taxable and taX-exempt securities, and 
so appears to be deserving of re-examination. 

It wae repeatedly pointed out by Treas ury representatives, 
during d1acuaaion or the tax-exemption problem in recent years, 
that the only d1Uerent1al between the yi elds of taxable and 
ta~exempt securities whi ell oan oonsti tute a cost to the 
SOTernmental un1 t issuing taxable eecuri tiee,""Tiithat which 
would exist 1t ta~exempt securiti es were aleo being issued 
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tre•l7· An7 a4d1Uonal cUUerenUa1 ar181Jig betnea tiM 
Jiel41 of nn taxable &eGU1'1Uu &114 ouht&.llcUng ta»-eu..,t 
uour1t1U when the 1uuanoe of new t~au-.pt &&011l'1Uea 
hat been d1eoont1nue4, retleota •rel7 a on 
the part ot the outatancUng aeour1 t1ea 
ehould tht7 &pin be ruorted to aa a new f1nano1ng _,..._, •• 

The problea of 4etel'Uil1ng the ooat ef borrow1ag 'bf 
aean• ot taxable aeour1 t1ea, therefore, inYOb'u apU Ulq 
up the ex1ei1ng d1fferent1&1 ina ita ooat &114 1ta aoar® 
00apooente. !hie oannot 'be cS.one naott1,Dut oan bi ro11811X1 
approx1ated. 

ID .June 1911o tiM _..at wu ew14entl.r paring ..-, Uttle 
attention to t..-.llll..,t1on or to the poaaib1Utr of ih 
ellll1nat1on. !hie ia aon 'b7 ._ faot tbat in that •nth 
the 7hld d1fferent1&1 llet-n -.lo1~ ud h1P-II'dot 
corporate bolide reaobed 1ta l.own point in eo• reara. 11noe 
tb.at U• the Mrket U. beoo• iaG'eaaill&l1 t&lt-oouo1ou 
and t~ex .. pt1on-oouo1ou, &114 4\ll'illl thia period the 
differential 'bet-a the rteld of h1sb-ll'ade oorporllte bolide 
aDd of long-ten floeuurr boll4a, U. inoreaaed bf 26 'bailie 
pointe. n eeeu a reaaonable JIN&Wiptioa, therefore, that 
about thh lllloh of the exlating 11eld 41fferent1al between 
lona-t- taxable and tu.-e.-pt !reaeurr 'bolide repreaenta 
eoarc1t7 Y&lue. 'l'he reaa1114al' of the 41tferent1al ~re­
euaptiTel.r repreaenta the real ooat of 'bol'l'ow1ag 'bf tiM 
i11uanoe of taxable aeCIU1'it1ea - i.e., the exoeaa of the 
aotual 71el4 of tM taxallle aenr1 the 01'er the prea~ 
Jield of oorrupolld1ag ta»-euept aeour1t1ee ... e the latter 
beina iuued treel7. • 

'!'be &bon reaeo~ ~ be applied oon .. etel7 to tale 
~·· 2-1/2' • of 1952-511- u follow& 'l'hia iaaue rhld& about 
.. 3 b&811 pointe .ore than a oorre.ncUng parti&117 t&lt­
ezea,pt 1aaue. 'rbh cUt1'erenUa1 ueounta to about 17 peroent 
of the ooupon, whioh ia pro~l7 •re than the !reuurr oan 
hope to reoo1'er 1:broup tallat1on. If it ia pre-a. bo~ 
ner, that about 26 buh pointe of th1a cUfferent1&11& due 
to the •oaro1tr 1'&1118 of tu.-ellllllpt uauea, then onl7 about i7 baall pointe r-'-n• •• the -'!!.!! of -.lUna the new iuua 
uable. !hla d1ffarentia1 ueoiiit'i to onl.r about 7 peroent 

;! the ooupon, 'llb1oh ia well within the llllit of 1111at the 
euurr .., e:a:peot to reoapture llf taxation. 
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rv. ru.esrade Corporate &114 llllll1o1pal Becuri the 

R1gb-grade oorporate bon4a haTe declined in price durinc 
the t1rat two weeka of April, aDd in poneequence our aYerage 
ot the Jielda of euoh bonde hae 1ncrea .. d 5 b ... ia pointe 
(aw't II) . Kun1o1pal bond prioee, ae reflected b7 the Do~ 
J'onee anrage Jield of tnntJ 20-Jear bon4a, publiehed .. eltl.J, 
han reuJ.ned uncbanged ainoe llaroh 22 (Chart IV). 

New bond offering• to the public in th1 »ew York lllll'ltet 
han totaled about 196 1111Uou during the p .. t ho nelta, 
Ot th11 11111 about 143 111lliou oonliated of IIUII1cipal off­
lnge and the rell&inder of oorporate offeringe. 

V. Loane of Weeltll Jlepol'tly lfellber lank• 
!he put ten Enthl ha.,.. '"n a aharp inareaee ill the 

YOluae ot bank loalll, an4 El'l l*l"t1cular~ 111 the '101- of 
' ooe:»rolal loane1 • 81noe Juae 19110 total l.oa111 ot all "'ltlJ 
reporting aellber baDlta haYe 1nareaee4 b7 11.~ b1lllou, ar 
about 11 peroent. Ot thJ.e 1nareaee, 11.1 b11Uon 11 aooounte4 
tor bJ ooamero1al l.oane1 &114 to.J b11Uou bJ all other l.oane. 
fhle 1e in aarlted oontraat to the rather aarrow range of 

bank loan• tor the two J•ar• preceding J110e 
~~~.,,~. ~· net ohallae• froa June 19~ to June l94o, 

l94o, are ebown 1n the foll.owing tablel 

I 
Jlllle l~ 1 J1111e 191to-

I June l : .April l~l • • 
(Billion• of aouare) 

Oouero1al loane .o~4 +lol 

All other loane . -o. J .o.J 
'l'otal l.oane .o.l +loll-

'1'be preeent YOluu of total l.oaaa 11 about 98 prcent 
ot \he poet-depre111on peak reaaba4 111 lept..tler 1937, wbill 
Pl'Uent 1 ooaaero1al l.oane• all'ea4J exceed b7 9 percent the 
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00rr.,pond1ng 'fOl- at tbat 4ate. 
, 01uae of loan• in leptellbel' 1937, 
u4e 1n the f ol lowing table a 

eo-:rcial Loan• 

m Otbe:r Lou• 

total Lou• 

A OOIIpU"hOII of th8 
with th8 proeont, 1e 

:1.06 

(liillou of &Diiil'e) 

10.0 
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TREASURY DEPARTMENT 

DAft April 15, 19Ja.l, 

!0 
sacra tar)' llor gen thau 

- Jlr, Wh1t• 

'lbere 1a attached a 11et ot ••oranda and report& 

prep&rad 1.n tne D1Y1&1CD or •on• tar)' R •• .. r ob clllrills 

J.nu&J7, Pebrual"J, and -.rob, 191a.l· 

.. t I 

.,..,. ,,. \ .. tl ~ 
.... .I "" 

c. 

Regraded Uclassified



8110rand• prepared 1n the D1v181on of Konet~ Research 
1 durin8 January, February and Karch , 1941 . 

ul on British Aaaets and lfeeda: 
rat•ia tl.JI&te or Forei gn Exehange .uaeta or Caned&. 

set1aated total or united Kingdom dollar clet'icits. 
zatl.JI&tel of toreigp exchange aaaete that pan be JU.de 

available to U.K. for dollar expendi turea. 
DOllar expend! turea and receip ta or Canada. 
DOllar expan11 turea and receipts ot sterling area. 
DOllar requir ements and receipts or U.K . 

Britlab Shipping Situation. 

1.1.3 

Jatarial 1n connection w1 th Bearinga on January 15th on Lend-Lea .. 
Bill m1 aubaequent .aetinga • 

.-rcdiDI tor the President regarding the rec-ulationa aade to 
C<liiVII& bJ the Board of Governore of the Pederal Reaerve S;yat.a. 

I)IDubhn agricultural aaaietanae to Geraan;r. 

Di&ut or report on ourrent erperience of Aaerican cc.paniea with 
nbaicUariu or atr111atea 1n .bie territory. 

Gtnun and I tali an m111 tar)' expendi turea. 

llolltbly illporta into the UD.1 ted Kingdca. 

lltanaion or traeaing control - (Inforaation for the Preaidant) . 

-.or&!ldua tor lira. Rooaevelt on Argetine aalea or food to Spain. 

ltport ot the British Select Ca.tttee on lational Bxpmditure. 

CCill'traoce ln Secretary•• office with Kr. Schott, of Cll.aax 
lolybdeoua Corporation, and Kr. Pedott1 . 

U. S. Portigp Trade Development. in 1940. 

GtraanJ• • improved foreign exchange poa1 tion. 

~poaal tor an Inter-Democratic Bank to Pinanoe Br1t1eh War 
cbt.aea: C011111enta on plan aubaltted b;y Kr. Boettigar. 

Cbart or reorganization ot British Government JU.ehiner;r tor war 
ettort. 

Briti&b Direct Investments in the Un1 ted Statee. 

( ~~~~ Empire Aaaets - U.K. Long-term Investments 1n the Uni ted 

Regraded Uclassified
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01wlaloo ot llonetar, 
Reaearch 

1.14 

coc.,111uoo w1 tb Kl•• Strong about Cll1.na. 

(21al1SII 111 o .I . Gold md Dollar Bxcbmge A .. eta. 

J(aorandWD tor Mr•· Rooaewelt regarding detenae tlnance propoaala 
or congruaman Jerrr Voorh1a. · 

'!'l'ade .&greementa COGIIIIIl ttee conelderation ot a tlaxaeed oonce81ton 
to usen ttna. 

current Argentine Sl !nation. 

J.P. rorgan not reporting eeour1t7 ealee. 

aap~t ot contermoe ••ttng to oODai~r tbt oCDtrol ot axporta 
trGa 11:11 Ph1llpp1ne u~. 

ccdarenee oo c-d1m excbmge probl-, Jl&rob '· 

B~ lhall Bngl.and un her oaUable gold durtns the oc:a1Jl8 rear? 

!lw 111uat1011 1n But Atr1oa (-p at tubed). 

!!» Br1t1ab Plnenclal P1o ture. 

Slguiticant 111l1t&l'J Oenlop~Hnte. 

Prel1a1n&l7 eetl.Aate ot World Gold Prodllot1on 1n 1941. 

Poulble eouroea ot pa,..nt tor •teriale eent to Englmd under 
Leue-Lend .lot, 

Sbolllcl the tl.nmcial arrang-nta un~r Lea .. -Land inolude rare 
art workat 

Bub tor llaxican Settl-ent. 

:lnu ReactiCIIUI to au.ored Bxt.le1CD ot Poreign FUnd• Control. 

~ ot m.buar report ot ~batee on Brit11h war ecODCalc 
poUcJ. 

htlriel tor 1nclue10D 1n Public Upera ot the Prelident, relat1q 
to Sllnr Procl&JDa tiona, 

Conference w1 th Dr. T, V. Soong, Febru&l'J 19th. 

~:lhian Tin Ihduatl'J, with Special Reference to Br1t111h ID­tllta, 

( :•~alue to the u.s. ot aowere1gntJ ower tbe Br1tlllh depend-dee 
AMriou ( excluding •ewtoundlmd ud canada). 

Regraded Uclassified
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D1w1a1on of Konetar, 
Reaaarch 

115 

\Ill Price stab1l1zat1on Diwiaion•a report on 
c-!ttee or 1918. 

the Capital IeiiUn 

ocerabip of Strategic 111Derala in Latin .&aarloa. 

fi!Dd• in tbe United States o£ German)', Ital)', Switaarland, Sweden 
and Jipln• 

lll&t are canada and Auatralia doing to help Brita1nt Wh)' ehould 
.,. gin aulltanoe while theae eountr1ea are demanding pa)'IDent 1n 
cull! 

I!WI&Il1•'• objection to TreaaurJ ' • dan1&l or licenaea to £ree fwl4a 
tcr pa,...nt or good• to be iaported into Rullan1a £roa Iran aDd 
'NI'ke1· 
n-uaurr mould prennt Britieh 1D41Y1duala fro• turning their 
.urect 1n .. atmmta 1nto •untouchable• truata. 

s. 20 - 1Prow1d1ng tor Dall loan• b)' RPC. 

~aacar graphite. 

Do tranaaotlona in German Ruechwanderer Mark a oonat1 tllte ex ten­
dona ot credit in violation of the Jobnaon and Jfeutralit)' Actat 

Reports or tbe Pa'J'III&ater General for Bxpend1 turea of the Prancb 
State. 

Ce~menta on Tabular Stud)' of Dealinga 1D Gel'llan Dollar Bonde on 
Ule llew York Stock Bxch&Jlge. 

Cllunglring veraua Sb•ngba1 u a Financial Center. 

Plan to Frane Ax1a Dollar Punda. 

i!Daig'a c-nt on propoeed treeaing ot foreign aaaeta 1n the 
trn1 ted statu • 

'lbe l!conaotl.o S1 tua tion in Japan. 

Britain•• propoaala with respect to the Cb1neae currenc)' aituat1on. 

'P1nano1al llewa• on the Liquidation of Bri tilh Direct Inveataenta 
1n the United Statu. 

i!le proa and cone ot the ailver purobaae progr ... 

An index or pr1cea or aena1the aateriala required tor detenae. 

( i!le banJc holdi.ng oo~l' bill. 

Regraded Uclassified
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Dlv hi on or Ilene t&r7 

Reau.rch 

1 
,
1
,. 111 111tereat ratea md u.s. aaYingl bonda. 

propoat4 gui4e ror ceo tral bank policy ror Brasil . 

a old co1J116e • 
Jll', lloulton•a fundamental econOIIIic iaauea in national detenae. 

'Ill• relative economy ot Treasury billa and Treaeury bonde. 

piaeont1nua4 Denominat1ona in the Coinage Syata ot the u.s. 

seuonal Var1at1ona in tbe circulation and production or coin. 

Bhtorical chmgea 1n our present suba1diary a1lver and ainor 

cow. 
!Ilia 2t cent piece proposed. 

pcraign Coinage and eurreocy Sya te.a. 

Oeruny'a trade poai tion in SoandinaYi& • 

'1M swed1eh-Oerman Clearing Agree•nt. 

l>anhh abipp1ng 1n AJBerioan port:, 

Oel'llm exploitation ot D~· 

Stabll1sat1on Fund loan to Ioalmd. 

Cocpera tion be tween the F . B. I. and tbe Treasury, 

U6 

C111aua of foreign ~~eccnmta on UlproYed capital IIOY-t t1garea. 

1>1acuea1CIIl ot Poet-war Beanoadc Probl .... 

l'ar Butarn Situation. 

S~ on Mexico. 

Propoaal to ralee re .. ne requiraenta. 

Ptoaaible •thode ot dealing wilb the Federal Reaene requeat 
or ~era. 

llr • Aldrich '• and OoYernor Boo lea 1 plma, 

BUla to C&rl'J out Eo olea 1 progr-. 

'-orm~~wt tor the Prea14mt CD OoYeJ901' Booleel tlft -in pointe. 

Regraded Uclassified
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D1•1e1on or Konetar, 

Reaearch Jjt~ 

,_.,t 012 o.part.nt ot c-roe q1»et1-1re tor ia.uruaoe 
·~1 ... 

1 oall tar rduu!Dg gold co iDa • 

atcet 4ntlopeentl in Oeraan trade w1 th J'apua and Swedan. 

Gti'UI regulation• gonrning the rcretgn axohlnce tran.aaot1ona 
o! 1a1grant1 to Oer•n7 and the treataent or their .boldinge. 

Solt probleal or public tiii&Uoe • 

priot 41to1pl1ne in Oeraan7 ehowe e;p~ptc.. ot a po .. ible 'break­
~. 

o.ruza uploitation or the •etherllllda. 

OINIII acr1p currmc;r in the oooupild terrUor1ee. 

811&1u @Pld bold!Dga. 

hoot. •oc u .. a 011 the poet-war eoOD.to reooaatr11At101l ot Burope. 

o.r.u:r•• propo .. d Dew eccmoaio order. 

CGAu~eoea or Oeman Yiotor, onr Great Britain tor the 
IUropee Continent. 

Are Sone t iapor te troa the ll'D1 ted Stet.. aid ins O.raan,-1 

Dr. Lomn•a atud7 or Oeraan,-•e war-tlDaDoina. 

A prell.aioar;r 1Dqu1r, into the po .. ible occurrence or apeov.l.at10D 
bJ Oll'IUID -sen tl em tilt ••w York S toe1t •ark e t. 

s. 114~5 - Re: Oove-ntal reorganhat101l and polio,-. 

!he etteot ot lad war tlDaDce em the die trlbll tlon or wealth in 
011'1111 :r. 

Propond tranerera in aocounte or. Banque Pranoaile et Ital1aDDe 
POll!' l•uerique de Sud. 

Sriu Reaotlooa to Ruaored Bxtena10D ot Porlign Punde Control. 

ti~~lODa which would clear up oeoeral Blaotr1o-s1aaena and 
-· taoalt. 

( 
01

1'11D aUt tlrJ axpllldi turu. 

lteltaD ailltar;r Upell41 tur ... 

Regraded Uclassified
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Dh lai em ot llcae t&rJ 
Reeearch 

11.8 

~1,, 1aprond toreipl exobmge podtlOD. 

011 10
arc .. of 1ntoraat1on on Somdlnn•ia • 

.,, So•ltt laporte troa tbe U.S. aiding OeraanJt 

11 
of coapenutlon wbich Britain alght gin the u.s. ~til' 

~pl1•• tranaterred under the Leue-Lend Bill. 

SJI'llll appl ication to export wool md ellk to the u.s. loll4 !aport 
roo4awtfa 1n exchange. 

JppUcatlon to paJ $27,469.65 rr0111 account o~ Bank or Prmoe to 
100
-t of BlS tor 111tereat on Prenob Treaaul'J guilder Dotea. 

otflolal tu!lde blocked 111 tbe United Statu. 

1 ... equation tor eatiaatiD& a1l'18r production in tbe thl1 te4 

stat .. . 

&a tiM ted '!'reaalll'J gold aoqu1a1 tiooa 111 1941. 

1 prel!•lnar,. utiaate or a1l'18r production tor 1941. 

l'l'ellalnar,. ntiaate o~ world gold prodllot1on 111 1941· 

Sllldl .. of U.lt. innat.wnta outa1de the United Statu. 

!111 pliiUI to tinanoe Br1t1ab purobaau. 

Oti'UD Uld Italim isrnataeDta 111 L&tiD .AMr1oa. 

Illtarutlonal in'leat.cta opest1011a &1oh will JII"ObablJ be ~ 
lohr11 t to the 'l're&alll'J. 

h'opoeld Cll'gaDiaatlon or work relatln& to interaaUOD&l 111Yeat­
-ta. 

:U"tlODa tor prenntln& the Oeraana ~oa real1aln& Oil aeour1-
•• obtained fl'oa the Be1&1m •atioaal BUlk. 

Stu4u-4 Stat1atioa Cc.pmJ'• eat!aate or Br1t1ah direct iA'nat­
•ta 1D tbe u.s. 
~Jtl•b aoq111re t4oo a1ll1on 111 ID41a lo&Da to 11qllldate trade 

IDee. 

Allaltala ot llr. ltl&lla' 'Plm ror 8eov1t1ea Bl.aoii-Llat• • 

1"-lllllatlCIIla oo .loq1lir1JI& Br1t1eh J)lreot ID•ea-.ta. 

llilroptld Bl'lthb 8etnll'1 tlee. 

Regraded Uclassified
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D1w1a1oa or MoDet&rJ 

Re .. arcb 

~aatioo of tbe Office or tbe .Ubn PropertJ euato4hn. 

c.pital lOY-D ta 1 D l94o • 

CbaD&•• 1D untroaeo f oreign twlda 1n tbe Un1te4 Stat ... 

Sllor t-tera Fundi or tbe Axb POWOI'I 1n tbe UDJ. t ed Stt.tea. 

organlutt on of en Eoonoaio Warfare Dh181on 1D Col. llaxwell • 1 

o!!iot. 

8Qllet1D• put out bJ 11111 tar)' 1Dtell1genoa of 1n t or .. t to tbe 
seer• tal'7 • 

c-nt on 81'1t18h announo-t or l1qu1dat1oa or certain tr.s. 
11CIIrl t)' bolcUDga • 

Direct l.ll'ftl latDU DOt 1DOl114otd. 1a tbe Bl'1thh lht. 

Sptelal WOI'k f OI' •••11 1Dtell1geDOOo 

tort bei.JI& done bJ Ill'. L011ohhoia oa 41no t 1aYoo taento. 

c-nt on ••OI'mdaa propo•1ac uo of 111'1 t11b 1navmoo 41root 
innataeta u a Mana t1 ra1a1q acl41t10Dal 4ollar Ol'o41ta. 

IOW"nal ot c-roo art1olo on aYa1lab1l1 t7 of ah1pp~ fOI' 
Br1ta1o . 

IDqul.r)' 1Dto OIUO fOI' lloollna 1a e&pwta to 'IJ.J:. 

c-t OD a111t&rJ ID4 UYal 1atoll1&-• -1'11114a 011 tbo 
lrltilh ah1pp1ac aUut1oa • 

._tbl7 t.poirta 1Jato tbo Vlalto4 J:Sapoa. 

111• 1111 tar)' anaa t1on. 

Llqil1dat101l ot 111'1Uib-bll4 .-.rto• •-1t1oa. 

-.1 .. truto u4 oatataa .--4 'bJ tbo 11'1t1ab. 

0111, 111
1
•• 117 tbo 111'1Uab 1a that. Uata ot llol41ac• ot tr.a. 

·- u ... 

1.1.9 

=~~~· W1tb S.B.C. otf1o11la 011 PI'OPOI04 OOI'p01'&t1011 to ua1at 
"" 1D .. lUq tba1r tr.a. aoov1Uoa u4 d11'oot 1Ja'toa-.ta. 

( ~t1 .. -utaotaro4 b7 o-n a'Oba141ar1oa of AMI'ioaa 
1'01. 

'-t.l .u .. t• of .tMr1oaa aoaoOI"D8 aootrollo4 bJ tbl 111'1ts..ta • 

.. 11tllat1011 1n But U!'1oa. 

Regraded Uclassified
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D1Y1a1on ot • onetary 
Reaearch 

120 

!Ill tlsntJicmce ot the O.w.an OGO"Gpat1on ot Blllaaru. 

op1utol4 U4 to BrltaiA•, b'J Frl t& SterD'berg. 

•-ort1sat1on Deduction, Karch 5, 191·•. 
coatt rtnc• on - -

Keoent aeatur u tum b7 the Canadian OoYer-nt to abUt the 
cmadian eoonOilJ to a war- t1ae baaia. 

c on geld are we 'buJln&? 

u.s. Balallo• ot Internat1ona1 P~nta 1n 194.o. 

c&ll&41an lbeat Sl tua tlon. 

Breakdown ot tbe Ottawa Coa.terenoe on the S1ro1a Report, held 
00 laiiiiUT 1.4. 
CIDI4a ID4 Laaae-Lend Arl'aq-nta. 

Jerobm41 .. trade ot Caada with the u.a. alnoe lept. 19'9· 

lbetnot ot Jlaol[ms1e Jtin&'• apeeoh ot •arch 25 on Caada•a 
lar lttort. 

Salie11t taota re1athe to •uloo'• Olll'rant eoon.io poelt1on. 

fae41ate 41tt1ou1t1ea 1n aata'bl111tl1Jaa en ao0111'ate Yalu tor 
the u .. t. ot Allerloan o1l propertl .. uproprlatell bJ •u1ao. 

~ ot -ocr•pll 'bJ Preclerlok sw ... a, ant1Ue4 .. ar-tiae 
.&crloultval 8urp1uaea ot tbl DeDabe Bu1De. 

Prellal.Jwo)' hl'YeJ ot o.z.a 1Dtereata 1a .a..r1oa eorporat1ona. 

111& Ballt&Daa loODCaio ad Pol1t1oal SVY~. 

111& Yalue ot tbl Bal.k- to o.r.anr u a a01D'oe ot 111Aaral 
nppu ... 

Gold &114 dollar reaouroaa ot lla.laarla, Jllmaai'J, ~alaYla, 
1114 !arter. 

:uulte ot tov Inter-dapart.ental ooDrar-M with D'AI'OJ Ooopel' 
o••ber - Deo•'ber, 1940. 

~opoel]. ot lew Yorll: 'banltara tor a --.at to tha charter ot 
e Illter..a..rlcan Banll:. 

1111 CIUUtlon ot the CUban olala. 

~- reJeotlon ot lblport-IIIport Bank lO&DJ ...S Cbll-
5••rlllg or DID hh ahlpa. 

Regraded Uclassified



Dlwlaloo or lloaet&rJ 
Raaaaroh :12:1. 

- 9 -

t1YI ComaittAI OJl C~erclal POllGJ COD814arat101l ot the 
~1:n Bill and ot propoaala tor the aocl1t1oat1on ot the .&Dt1-
J)IIJip1no and Cow> terniUng Du t)' pro. 1a1 011. 

B;ucu tue CoJDlttee on c ommercia.l PollcJ .. at1ns on the propoae4 
CCCOI Ag6&111eD t • 

sxport-lllport Bank m81110r&ndUIII to ita Elteouthe Co.alttee COJlCarn­
ln& 1 propoud t~OO , 000 credit to the Doa1n1oan Republic. 

contt4ant1al oorreapondence betwaan Sir Fradarlolc Lelth-Rou and 
Auiltant s ecret&r}' ot State GradJ OD the aubjeot or aurplua OOII­
IIOC11 uu. 
Doea south American exchange procedure ln110l•• a "-tJ 111 tba 
aoanln& ot sec. ~0~ t 

lloc:ketaller C~lttee reco-eadat1011& Oil UD1ta4 ltataa part1o1pa­
Uon 1D Latin Aaerlcan dnalo~t pi'OCP'-· 

B&a1t tor llexican aettleaaat. 

Should the Treasury ex tend a atab111aat10D ora41 t ~ Colc.b1a? 

'!'l'alnlng progrem for Latin Aaar1Ciana 111 tbe 'l'J'aUurJ DaparW.nt. 

Slebange allocatlOJl by Latin .a.r1can cOIIIltrlea tor the p&JII&IIt 
of United S t a t ea income taxea. 

Dollar balances held ln tbe Badr ot BI"Ull. 

Colcabta 1a ualng dollara in operatlODa wltll oc.p-atlOD 
eOQDtrtu. 

Dabt lllcl Placal Poal tlon or •u1oo. 

!eceot Latin Allerlcan De•alo....-ta . 

Reetgnatton ot Argentina Plnanoa 111alatlar. 

Brutl1an repa1lllent or the 19'7 ata'blllaatlllll ora41t. 

lotee regarding tlow ot German f"oollll to Latin AMrloa. 

Battl'a torelgn trade and roreli!Jl a&CibiD8• poaltlGD 

1''(~~ Paral:yala ot llanchulcuo Ha&YJ Io41latl'lal • 
gee t or deapa tcb troa 11Uk4en, IDoblll'la) • 

Tbe 10011calc a1 tua t loo in .Japan. 

Regraded Uclassified
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Dh talon fl lone tar, 
Raaaarch 

122 

Cbll1•. current eteblll&ation ln Sbangnal, 

Jap_,,,. rore lgn excban.;e reaour oea. 

Econoaio Review ot China, 194o • 

Japan'• Foreign Exchenge poai tlon. 

Bconomic Review ot Japan , 1940. 

pll111pp1ne oover.-nt Propoeal tor lone tar, md Tarltt Cbangea. 

Report of conference meeti.ng to conalder the control or export. 
Croa the Ph111pp1ne Ielmda, 

!he Porelgt TUde ot French Indo-Cblna. 

oecraaee 1n !lew Yorlr: Bck Oeposl. ta tor the Account o~ Ch!Da, 

Japcue fOld .oo•-eoh aD4 dollar balancea 1n the Unitecl Statea, 
JIDUIJ'7 to larch 194J., 

Cont14ent1al Report 011 So•let 011. 

Propou.la to a.ld Brl taln: Executive Committee on co-erclal Polio7. 

lhe Puerto Rlcc Sugar Propoaal , 

Petroleum eituatlon in Japan, 

Report en Expert- Iapor t BUlk ao t 1 'fl tie a. 

Un1te4 Statu Trade wltb U.S.S.R. 1n 1940. 

U.S.S. R. I.aporta troa the United Statu. 

la"J report on Japan • a oll a1 tua tlon. 

Dt.llJ report or tranaac tiona 1n domes tlc a toclca tor account or 
toreignere who .. hea"7 aelling tor Swlaa stopped a1Dca Pab, lat. 

Dealrabili t, ot suppor tlng ,sh•nghai open mar lee t. 

CUrrencies now circulating 1n China. 

Propoae4 Chinese Government aal t a onopol7 cal liDS tor a ' billion 
:ruan °'Pltal ou tla1 • 

Regraded Uclassified
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Raaaerch 
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!!!!flM cuu cooo.ple teds 

atUlard cloth fro• Belgi­

RIIIl• yarn fro• Japan. 

senr!otta Cloth and 64-inoh All-Wool Shawl Cloth froa Germany. 

f<Jilet aoap f rom England. 

cotton bandage trooo. Geraany . 

olen qrLngea from Japan. 

a.latlna apangl•• troa France and laltatiOD pearl ba..U troa 
Belgiua and Garaany • 

.&rtlllclal auauga cuing• troa Ger.any. 

hphtbanlo acid tr~ Rumania and Mexico. 

Caraale colore troa the United Kl.Dgdoa • 

.&rtlllelal 11\1& tard oll from Gel'lll&n:J' . 

Prtclpl ta ted ohalk troa Japan . 

Groun4 talo troa Japan and Italy. 

123 

•-n•a unlined aaobl.De- eeaaed leather gloves troa Germany (Yla 
Belglua). 

Prlntera• type froa Latwla. 

Booathold turnl ture of wood troa Italy. 

'lllrptntlne troa Mexico. 

Boun4 booke of foreign auUlorabip printed in Engliab troa Canada. 

L•b leather other than aboe l eather t roa Ital7• 

Guollne-driven pumps troa Canada. 

Glue lantern& and lamp parte t r oa Ital7• 

Sbu>gton cnlar troa Bagl and. 

~"1• blow torcbea and lncandaaoct laap• operated by coapre .. ad 
fl-Oil Sweden, 

Regraded Uclassified



Dl•l•loa or •oaetarr 
Raaearcb 

l!!!"pl!!l! 0aau ( continued) 

c.,ne4 e ele t"roll Cb1.Da • 

tron od4e tro• England. 

- 12 -

current report• 1.D aclcll tion to tba aboY&J 

DtU:r report on tranaaotiona 1.D ~atlc etocka ( co.p1lacl r:roa 

S.!.C, ttgurU) • 

teel<l:r table: "Balance& and Baraarll:ed Gold Bald ror Porelp 
Aeeount•. 

1ukl:r table: "Net Cap1ta.l and Gold ~Y&Milta•, 

Jeel<l:r table: •zxpeocllturea or Bel* of Dl&land, 8aDk ot FraMe, 
&lid B~nk ot cmada tro• Special Aoco•t• at tbe 1 .. YOI'k Paclaral 
Reser•• Bank", 

llater1al tor 11ontbly Tre&IUI'J 811lletln. 

Correspondence: 

~6~ Lettera repl1acl to. 

Ill ad41t1on to tbe &boY&, -ter1al falllA& into tba followl.D& 
~ategoriee 1e &lao prepare4a 

l. 4 large nuaber of tablea CD YU'lCDI It-• 

2, Report• on cont_o .. ill 'llblch tb1• D1rta1ca 
partlclpataa. 

• 

3. Par t l clpatlon ill preparatlca of ·- of tba atateaaenta and 
apeecbea by tbe Seoretu'f, 
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THE SALVATION 1RIQ' 
Will i aa Booth FoUDder 

HatioDil Capttil 6tT1a1on 
426 Sixth Str11t H. W. 

Telephone District ~702 
\'/aehington, D. C. 

lpril 10, 1941 

Lieut. I . J. Stephens 
Secretary of Treasury's Office 
United states Treasury Department 
\'laahlngton, D. C • 

Dear Lieut. Stephens: 

I u attachl.D« hernith a copr ot the pnl'•'•"J •110r&lllhDI 
stating the alu a:ad objeota ot the Unltecl Slrrloe Organisation 
for National Defense. 

It 1e our hope that the S.oret&"J ot tu Treuur7 will look 
upon our requeat tor hie enaora .. nt with tanr a:ad we ahall 
be glad to noeln the .._ at hie earl7 counaience. 

m.D/d 
Enc. 

Youra 'h"J ablcerel7, 

WW..UK L. DEVOTO 

D.Y.P.S. 

Regraded Uclassified
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TREASURY DEPARTMENT 
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DAn A:>ril 15, 1941 

::r. • .. ise, an attorney, and ;.:essrs . A. \1. Kimber and 
·• 1:. Yassukovich of White , Weld & Co . came in to see me 

0~ A:?ril l wi t h respect to t he followin~ matter : 

The J)nila Railroad Co~any is a Phili1l1line corpora­
tion all of the s t ook of which is OTmed by the PhilillJ,line 
C-over!IJ:lent. $13, 236, 000 of 5% bonds, due 1956, of tius 
railroad is owned by l~nlla Rail m y (1906) Limited, a 
British comoany. These bonds are not the obligati on of 
the Phllinlllne Government. The British Government has not 
as yet reouisitioned t hese dollar bonds because it would 
notbe ab!e to f ind a customer to whom to sell them. 
fihite , \7eld & Co. is trying to I'IOrk out a deal along the 
following lines : 

The British comllany would sell the bonds to the Philip­
;Jine C-overnment at about 80, realizing about $10, 580, 000. 
\'hese dollars will be turned over to the British Government 
in excha:nge for sterling, which will be paid to the British 
COJ!!laey. The Philippine Gover nment will raise the dollars 
to oay f or such bonds by selling new bonds of the lfanila 
Railroad, which bonds wi ll be guaranteed by the Philippine 
Gover!IJ:l8nt. It is expect ed that these bonds will be 4% 
bonds, due in ro years. White, Weld & Co. says that they 
a ve cleared this nrollose.l with the British Treasury and 
the. Bank of England , and with the Philippine Govex:unent. 
It lS not po ssible t o sell these bonds t o the publlc now 
because of t he lack of interest in investin~ in t he Far 
Bast. White, Weld & Co. wanted to know whe1:her the 
Stabilization Fund would be mlline to purchase the bonds. 
! yointed out that t he Stabilization Fund has not been used 
for this 1lurnose . . . 

In rosponse to my inquiry, the men stated that they 
hP.d also been to the RFC and the Export- Impor t Bank, and 

Regraded Uclassified



( 

1.40 

- 2-

both organilatiollll indicated that they did DOt h&n 
legal authority to purch&ae then boncla of the Philip­
pine Gonl'IIIUnt. I also suggested tha.t they lldght nnt 
to diecuu the proposal with the State Department and 
with the Department of the Interior, who llight be in­
terested in it from the Philippine angle. 

Jlthough the proposal on the fa.ce of it does not 
,.. to be an IIJlreasonable one, I beli.ne that it b 
110t a. atter with which the 'lreaaurr should conoern 
it .. lf, either throngh the St&bili&&t1on Fund or other­
win, exe~ept u a ~t of a 111111h larger progr111 of 
Uqulclatillg the BrJ.tiah doll&r iu11tunh for 'llhioh 
there ia no re~ -.rket. 

If rou agree, I will adYiae Kr. 'flu that then 
ia notldllg that the Treuurr 0&11 do &bout his propoaal. 

J.,~.~t . 

• 
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( WHITE . WELD & Co. 

~ WAU.. 8TR.E'P.:T. Jof&W YO R• 

rute, Weld & Co . , 
40 lell Street , 
!lew York, H. Y • 

Dea.r Sirs : 

January 30, 1941. 

MANILA RAILROAD COMPANY 

141. 

this company was incorporated in the Philip­
pine Islands on Karch 10, 1919, ae successor to a COilJI&!I7 
ot the same name which had been incorporated in the 
State or Hew Jersey on June 6, 1906. The New Jersey com­
pany had been in its turn the successor ot an old British 
company which held a concession from the Spanish Govern­
aent tor the construction and operation or 820 miles ot 
railroad line in the Island of Luzon, Philippine IslaDds. 

I n 1916 the Philippine Oovernaent purchased 
control ot this road pursuant to a contract betwoen the 
Government and t he Railroad Company which was ratified 
September 8, 1916 by Governor General Harrison or the 
Phillppioea and President Riggins ot the road. UDder the 
contract ot transfer, which had been authorized by the 
Philippine legislature in February 1916, the Oovern.ent 
received all ot the outstandin& capital stock ot the co.­
pany against payment of 141 000, 000 cash in U. 8. currency, 
the transaction being financed through t he issue ot 
$4,000,000 Government of the Philippine Islands ~ Gold 
Reeistered Bonds dated Deceaber 1, 1916, due December 1, 
1946 With option ot redemption in and after 1926. The 
actual transfer ot cash against stock was effected in 
Jamaary 1917. 

Properties 
The Company owns and oper ates a total ot 1,140 

kilometers ot 3 ft. 6 in. guage ateaa railroad, all on the 
Island ot Luzon. or the total, ~~7 ailes coaprise the 
'lorthern Lines• and ~83 ailes the •Southern Lines•. These 
lines ot r&llroad center in the City ot llanila, and with 
the exception ot suburban electr ic lines coaprise the entire 
raUroed systaa of the Island ot Luzon. The •lorthern Lines• 
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••• 110ti'n power PQ!'Cbaaed b)' the t'&ll.roacl 
iJI recent year a baa beeA l&lol tne d.r1Yen, no new at.&. 
locoeotinl ha'f'e been bol&&ht ror aner&l )'N.ra. tba -
liar ot rall 110tor co&chea and trUAI baa been incn&alll& 
rapi4JJ. llaD7 or the p&aMII&er cua are &ir coD41t1one4, 
&Jilt 4'"'" ' ear aenice 11 ProYu.4 oo t.hrcioqh p&IHDIV 
tr&iAI· 

zrem• 
Principal coza;d1t1ea oarrled b)' tu ra1l.roe4 

4ur1A& \be put three youa u. abolm 1D t&'lllllatioo • 
\be aut pace, the riprea beiDa or qii&DUU .. 1D •trio 
tou. Prelellt tr&t'rio baa a 11bol.e !laa ab-. IAIMtaoU&l 
1114reue 4urlnl tu put three 7eua, •lr'nc coo4 reo0ft27 
~ tbe 4eo1.1J» ~oh Ht 1D dlu'lnl 19)0 &114 ..s-4 1D 
19"· t-ee or tbe YariGal hel&ht itsru, be ner, teDIIa 
to n..W&te abup].T rro. ,..u to 78&J', u -t or Uaea 
are tarz pr 1 Suet. &114 t-•ce ~ 1a 4etera1.DM l.arcel)' 
liT ' "' )'iel.d.a, ftia oODIU.tioo 1a illutrated 1D \be t.Ua­
l&t1au ao4 ehart8 oo toll..U., pa.cea. 

a..- tlroa hel&ht ~,., Oftr the per1o4 
ot \be lut 20 ,..ua, baa -t inoreued With the inonuea 
ill tou carri:1s-!: to auoeaain re411ot1.u 1n helfht 
rataa. 'fbe r 1a o)lel"aW priaarilJ' u a ut.t=·l 
tuWt)r aal aenioe, -t ohi.rl7 ror po.titt ao4 hel&ht 
:rataa u ..u u paaaencer ru.a were redue~~ tlroa U. 
to Uze prier to tbe l.ut r.r 7eua ..._ tM7 hr•• 
lairl7 atall11he4, ftia caB41t10D 1a &lao 1llutraW 1a 
tile t&'lllea ao4 ohal'ta oo t~ ,.. ... 

Paa~er aenice oo tba Menna l&1lro&tl 1a aa 
bpertaat aa hel«ht aenice, 1D ~ both or trartlc 
Yol- &Dd or Ml'll1Dclo Tbe Menna JlaU.l'OIIIl, UC.,t tor 
a tn 41ac •-W liJ»a OIIMCl b)' otbera ao4 whioh u. or 
loc&l t.po!'t.aaae on17, oooatitQtea the onl.7 r&ill'oacl tr­
liOI'tltioo qate. Oil the Ial.&Dd or Luaoo, p1Dc1palial&ll4 
ot ~ PhiU"i.M IJ'CNI• A ~ln paaaacer aenioe 
t1
\beretore !laa been llailt 1IP lilr the ca.p&Q1l HrYlnl pno-

0&117 all poJQl&tiGD 0-tu. OD WM'Io P&a.-,.r tra1a 
Ml"f'ioe 1a OMI'41Dated With .._ tranaport&u- aenic .. 
o,.raw b)' \be r&1lroa4 C051P"'Q' ao4 b)' ot.ber oowpa-tea, 1a 
.._ oaaea throqb tonal acren·at.a. '-I tba otbal' 
• 0'"1 .. area 

all ltrar&l Tranait Co, COIIDOOtinl at San loae tor 
JOinte 1D the C..,qao YaU.,., 

-

3 
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MANILA RAILROAD COMPANY 
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IIITIIM 1•1AIU, 

WAI MI•CTO•, D. C. 

PERSONAL 
A!lD SECRET 

oear Mr. Secretary, 

15th April 1941 

I enclose herein tor your 

personal and secret information copies 

ot the latest reports received trom 

London on the military situation . 

Believe me, 

Dear Mr. Secretary, 

Very sincerely yours, 

fhe Honourable 

Henry Morgenthau, Jr., 

United states Treasury, 

Waahington, D. c • 
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RlSTIUCTm 

~26S?-220; No. )66 ll.I.D., lf.D. 12:00 ll. AprU 15, 1941. 

SITUATION REPatT 

I. lieatern Theater of lfar. 

A!!t German. No reports received of ialport.nt ortenaive 
aetivitr. 

British. Limited activit,r. The o.r-n capital ahi.,. 
at BrMt wre attacked again. 

11. Balkan Theater of lfar. 

TU&OBlvaia. Situation in central 1\.lpl.arla ~ 
The Germans are .,ppinc up in the llonutir-lllaoplje 

Qreec:e. The Geroan thrust Yonaatir-norine appeera 
to hen atende<l to Koziani and. thence acrose the Al1okm., RiYer. Thia 
riftr aleo hu been crossed on the east near the seacoast. 

Albania. Unconfirmed reports that the Italiano have 
reached loritu. In the north there ie acme Yuplav preooure in Sou­
tari. 

.6!£: German close support o! operations continued. Sara­
jno wu bMrilT bollbed. 

ni. llediterr- and African 'ftlaatera of lfar . 

Qrow!S: ~. Ax1a intantey, supported b7 tanks, attacked 
,.._ oa tM _.n1.iii0f April 14. Aeeordin& to the British a c:owrt.er­
attaclt thNw t'-a beck rltb anere loaaes, reatorillg the situation at 
tobnk. 

last Ah'ica. Britiah p~rsliit continues. 

Mt• AS!· Repeatecl attaeka oo Tobruk. llalta na bollbed • 

• 

Regraded Uclassified



1.87 

Pro11 Sor<lca 
Jo. 24-61 

Soerot.t.rr of tbo 'l'ruauey Morsontbau tot!af &11110UIIca4 tbo fl.nal aubacrlptlOD 

.. 4 allot .. •t tii!'W'to vltb roapaot to tbo current ofi'trlac of 7/8 percent 110tea 

of S•rleo 0 ar.4 of 1-1/8 per cent no tea of Serlet 'f of tba Roconatructlon Plllanca 

5ll}ocrlpUooo ..-.4 allo-nto v .. ra 41Y14a4 -ac tba awaral Pa4aral l!.taar.a 

* "'!ell at.4 Uoo !raatUI7 •• follovo: 

SZiliBS 0 SDnS 'f 

1o4srol 'l'otal Sub- '1'otal Sub- 'rotal Sub- 'l'otal Sub-
!.tMNI ocrlpUooo acrlptiono acrlpUona ocrlptlou 

~ Reco1Y04 Allotted Roooha4 .ll1ol\a4 

!crtoo $ 185.864,000 • 22 ,}71,000 • 251,62o,ooo • 22;{9},000 
lev York 1,}00 ,1126,000 156.165.000 1,661,002,000 1119.719,000 
l'h!la4elph1a 16a,o6},000 1~,}68,000 192.5112,000 17.1157,000 
C! .. olat.4 llfj. 766 'oco 2'1. 885 '000 278. sll6 '000 25.3()2,000 
ilcbooo4 S1 '1161 '000 9.879,000 11}.}}4,000 10,}88,000 
l.~la;\.a 17.021,000 u. 7~,000 122 '733 ,000 12.711,000 
Ch!CIC'> 267,~,000 J2,} ,000 lo69 '759 '000 112, 7}4,000 
St . Loub 66, J,OOO 8,186,000 81,895,000 7' 726.000 

~,6ol,ooo J,sljs,ooo 52.561.000 ll,s!IT.OOO 
C!tJ • 7011,000 5.1121.000 56.276,000 5.1116,000 

lloUu 6o,670,000 7 .}62 ,000 n .:t.ooo 6 ,681,000 
Soa lrone!oeo 1115.769.000 l7 ,5()5 ,000 200 , ,000 
"--7 6a6oo aOCO m.ooo -·6oo•ooo 

fOUL i2,6i6,551,000 1319. 195.000 .,. . 515.000 

-Ooo-
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ZJ!P' 

AprU 16, 1941. 

TOI SeoretazT llorpatllau 

FdJ ... 81al.UWZ1 

sus,m;t1 c.t-• at tile llaofttarJ''• a- at 9 a.a. 

iiiSDh SeoNtarJ ........ , s-tar aa.p, oo .. a,..-• 
~. o.u.., eoo,.r, 111111 .... a.u.t.-. 

tile 8MJwtU7 .,...S U. M 1t• .., l'rli..s.a Ida 51FS 1 1 
to raS.Ie ~ of OWl..., Ul ,,.._ ~ CGZW' I' I tpk. 
S..ter o-.a 1lldiaW tllft lla llad .... WJiillF 1 I' S.S tile ....... 
~ U 60 i*llall 111111 1/J i* 111\. C i I Oalper II , .. 
till 14ea &......, 'liT tile a.er.ta17 b 111111 a1 '-»be: a's ~o. • 
,..._.,. :mil ad a '1 ad U it ..U .n lie ,...W.. ta ~ aAde 
2' Ul' )() h4111M dallan, 01' 1!bat.aftr-' W fal\ ..,_ WRld .-\ 
u, aa4 tMa pl.- ta NUN tba\ 111 I w 10 ,_. 1111\ at - .... AIW 
a~ clieou.U. it- apaad tba\ Uda ..U .nlle feujh]u 'IIIII AI 
w c....U .n ut4etpata tile ftaa1 wa1 -' tw Jat 1 - ...:14 w 
auttata 111tll ._, ' s N et eo uaq ta ..u.nu- tw _. t'IIIIA -
,_.. 1a edc 1. 

a-tar a-.. nat.ad t11n 11a w Mt tllft w aiiRl4 ..s.­*'·' hl11teta Mlltu.-1 .... lllllubd '--• 51ZJIIII W l'8i.- .. 
t),, Mll s-. I a!l\'l' 1 tliU' p1D IIIII a-tor o.rp t111a illlldftll U 
• 1Jctaadad w ._.. tile ~ ... •u.r boll~ .. -c .. 
~. Utar- & •• 11a ~ 11111•• .. m, tn 
1\ .. • lH1iad w Ida tile\ m? awU 11a ...,, .. '-- * 
~hr':ll:1te. 

• 
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!11117 u.. ubcl • to .....s the -u. *•· ...., I natec1 
wo bAd .. uated 1200 .ul.1.0il ..s.titioml tee 1 a hoa 1.DcrMaecl tu• 
011 Wbecco , llro ~Mid thet be-. OCIIdJic to bell"" thet w 
tho1114 haft a ceDtrSl NlH tu and thet be d14 DOt -boer w coald 
defend 1Jicre&81JIC the taz ,OD ·- .pec11'1o ooaaaocl1t.1M &Del DOt taz 
ot.Mr o~U... Be apt aaecl the opiJiioo that cicarettaa wre jut 
., 11110b a neceeeit7 u foocl &Del clotbiJic. concre•- Cullen Mid be 
.... .mel~ 1D fa~ of a cenera1 ealae tu. SeDator o.orae 
indicated t.bat ba .. fa'fOI'abq diapoal<l and ~ Cooper nated 
that ba .,_. qai.Dit it. I rearte4 that I tboqllt that w bad owr­
.. t1atl<l tbl t.port.&Dce of tb18 tu beoaue a 2 perocmt 1-..l aa1ae 
tax, a:-tiiiC foocl, fall, clotbiJic &Del aecl1c1M -u DOt ,S..lcl .... 
tJ11D $400 .uliOD a JW.l'• l lli.atel7 C Cl"ll lloulptoe &Del S..tol' 
Glorp 1814 tblt if it 4lld DOt J1eld aDft tMa tlat W ~ DOt I !dar 
it U/f t~~rt~~er. s.aator o.rp addecl tlat 1! w nre 1a r.- or it, 
it -u be _....,. to aft • PrM1Aiat.1al. ...... --- tlat Wllne 
tba PrM1 ... t pat b1e h.ll •t: =cU> Wild tb18 liUl. 1t -u be ~ 
to pue it. 

IbiD I refvrecl to tbe cbeok tu, Ill'. DooaclltOD uted 1! w bad 
noppecl to coadcler tbet tb18 woald - tllat .... people -u 111tWN. 
tba1r taDk aooa.ta. I tolcl bill tllat w bad &llt.idpated tllat s.o.t.U of 
ak1J1C 011t t11o1!1tJ ebeob to~ t wto liUl.l-.. dlpoeiton -u drD 
- obeclc &Del pq tbe t.1at7 liUl.l 011t of tbe1r pocket&. s.taator a..-.. 
t.IIID atated tblt tbet .. al~ tbe - &lid U.t be .. -- U.t the 
orr..nr, ..uate W au -4 ffll' tbet utioipatecl clrfe~ • 

._ I referrad to tbe IIOt\ clrUb tu S..tor aecqe ubcl 
1t tb1a tu .. to be la91ecl ...,.. tbe riJ'aJpe _. other ~. &llll 
.._ I repUecl tllat it - be aid ~ tlat .. tile WiT it ~ be *-• 
Ill &leo alkecl1! all of \baH~- ..U s-l.W ta. at tilt,~ be 

t.zrUc- _.tile~ uz'ted ta.t taa., -u (W. u... 1a the 
.... ot the - Oil ~ ud hrl) . 

I aoM.Mcl tile ~ Ulft there bad bNc - Mlk ot IIUIIIetituiJIC 
aa .u.Rri'bllted pl"'fite tu for tbe - proftte tu, ud illqa1recl boer 
U.., f~t abowt w.. ~ ...-.l to UdM tbet W. -u !Jm>lw a 
Mri- f1CIR &llll ~ lt -u be better to at&llll b)" taz ..t!locll tbet 
IIU alJwq be.a trie4o 

lo ~ or papen _.. .U.ttillutecl at tb1a ...t.1Dc &Del the 
Met~ aclj011l'118cl 111tll a lDieta'eaMDC tllat the - pooap, toaetber 111tll 
the l'l.lti.Dc R"P"hHoaa !•t'a of bbtb ooaaltteea ftN to -.t ~t 9 
c'cloolt haanw 110ft11ac at tbe a.oretuT'• offioe. 

lAter 1D tile acmdJI& Ill'. JloaclltOD ~ • &Del rather~ 
1DQ11irecl boer w felt abcnat ba'l'iJ!s Ill'. stu pnunt. lls accw' II 111UI 0111' 

P!'ftio,. ·• ""'*""''II• I ' lhtel7 apolOiial<l for DOt bP1Dc aaae.W 
that I9Mlf &Del 6&1.4 tllat..,. all - ... 8taa ebooalcl be beN. 
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AprU 16, 1941. 

0eorp 1111 cl.u, SectretaJT ~ u. c-s.u .. • ocnaa ~ 
"- of tile ..u-1 .a-outtoe or lllon!tMt'UW'a, .u..c& w.. 
..ner- 8114 lAid be wialllld to 8ltwiH •• .ur.q ott tile record, 
ot the t h1'*18c -bed.llc .s- '117 U. ~ .U1adaU. • 
the t.ax p:rob1-. I u.and Ida tat be aoald talk ~ 8114 t.bat 
the WaraUoe be pw • -..l.d DOt be ....S nt.1de of U. freuu7• 

At a ..t111c of U. tall boud ot tM .U-s.&tioe bald 
:reotDt.JT (50 or 60 '•re 'be1llc pi'Nellt) it 'IU -g1_..q ~ 
thet acldiUaaal t.a.e .,... at tbJ.e eMeioD ot Coacre•• eboald J1a14 
t.l b11J1""• Of t!d.e ._t t.be7 taU tbet aiJIII'Cid,ateq __.,.u ebo1114 
be cltrlftel tra. 1a......t iadi'f1.daa1 8114 OOI'pOrat1oe t.a.e 8114 tat U. 
other one.Ml t ebiNld •- tn.a 

A. ~aleata, 
B. a.ta1l .al.M ta, or 
c. Qrou s- ta. 

Ill tale ~ tbet "C" .. adclptecl, tbe7 tbeD bellnwd U.t 
u.. 1Dd1~ iDe- ta ...... 111 ... ~ braalotte eboa14 be ~ 
U... U •A• or ep ,..... adopted. 

!be pro'bl• - 1MiJ1c tile '-iati.oa 1e wllet.bw or ....t tbe7 
I Mald ...... 1a a widMp Ad pabUo NlaU.. J!WOCIU to prulllt thb 
tu plaa to tile peosa. ot tM .........,.. !be 'I'IIW Oil th1e ~OD .. 
e"t'ftll7 di'Oidecl 8114 110 '*'iei.oa baa ,..t bHD Ade. I told Kr. DcnclN 
thet I 1IOIIl.d 'be clad to ta11t 111 th Ida abolat t.IWI ooDtidentl,y 8114 ia­
ro~ out r.e- 1lbn be r.t.arne to tom. 
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Per1ona! 

The Honorable Hen1'7 Morsentheu, Jr. 
&eoretarr or the 'freaeul'J 
Waehington, D. 0, 

D1ar Kr. Beoretal'JI 

Aprll 16, 1~1 

I attaoh papere s1•1nS the 1nroraat1on wbiob 
)'OU req1.1uted 1n oonneoUon With the All1eon engine 
t1ti.Lit10ft llhlob WI 41e01leee4 tb1e 80l'D1JIC. 

191 

Keeoranclua Ml'lte4 •a• pne the nuabtr or a1r 
traall &Val tlJIC e~Dtl lJl the Yar1oue tJpee Of a1roraft 
1.1ti11C the All1eon I" and •r• enc1n11. 'lheee t11llJ'ee 
ere u or Aprll 16 and 1n41oate that there are lflll a1r 
rraau wbioh laok enclll•• at tb1e t1ae. the 4eta1l 1e 
brolttn 4own to ebow the 411tr1bi&Uon oYer theee four 
trpn. On the - ._,ftllclua there 1e 1Dolu4e4 a 
•obe4ule ebowlnc the ~Umber of enc1n11 l}~oeelll'J to Met 
airplane eobe4ul.tl, noludore of tb1e lflll air fruee 
prt'f10I.IIl)' •enUODe4. !be A111eoll 00IIJI&ft71 e .. t1aate4 
4el1•er1te are eet alonce14e the a1r true requlr•entl 
an4 1t 1n41oattl, a1 ot tble 4ate ..... an eet~tl4 abortage 
ot enclnee of o••r 1,100 1D the 1 r and •r• trpee. 

I ban a110 lllolOie4 oop1ee of •••nn4u. an4 
lettere Ml'lte4 1 b 1 &114 •o1 , I'IIJIIOUYe1)', to the otr1oe 
ot PI'OduoUOD llaJJac•lllt an4 to tba All110D IJialneerlnS 
OoiiPUf on the •llliJeot of their failure to ••et thtll' 
OODtNOt 4a11YI1'1110 

AI I 1D41oate4 to 7011 tble 80rn1ng, Gerlel'll &oboh, 
Cbler or the •t•r111 DlY111on, aD4 I are arrans1ng to •eet 
ltr, llwlt aD4 10 OYil' the Mttll' 1D 4eta11 With ba alDOl 
our onlr hope now appear1 to be 111 411llnS 41reot w1 tb 
th11 probl•• 

lnoloiUl'le (~) 

Yel'J dnoerel)' roura, 

/a/ Robert A. Lontt, 
JIOBER.! A LOOft, 
lpeo1al Aea1etant to the 
horetaJ")' of War 
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157 

ALLISOI 0 1° an4 •r• DODU 

0 2( .. ) ) 1~ 0 

dou not lno1u4e 4elq 1n 4el1"'*'7 of appro:Uute17 1000 •c• 
a on orlglnal eobe4ulee for 8rlt1eb aoool&llt. 
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)(I)(OIIANJJU)C roR - llr. wn.u .. a. lnudaen 
Ottloe ot Production Manaseaent 

1. A orltioal lituation exi1t1 With reapeot to the 
production ot liquld-oooled engine• tdr the new aodell ot 
the Curtin P-40 and the Bell P-)9 airplane. At JOur 
oonterenoe wl th kr. Paire1 and General Arnold in Buttalo 

i-

laet Septeaber, lt wa• asreed to produce )24 a441tiona1 
P-4oB aodel puraui t alrplanu in or«ll' to ke~ the oapaoi t7 
ot the Curtlu-Wright Corporation tullJ oooup,led until the 
1uppl1 ot F)R enginu pel'lli tted the obance. .t.t that t1ae 
1t waa undentoo4 that the proour•ent of an a441tlona1 150 
P-4oB (Brltllh Hawk 81) -uld pro•ide the .t.Uhon Co~~p~DJ 
~· tiae to get into produotion on the later .odele ot 
enginll required tor the P-)9 1.114 P-4oD alrplaall. It now 
appeara troa all aYallahle eetlaltea that the .t.Ulaon CoapaDJ 
11 qain .. rioualJ dalaJlnc the dlli'I'II'J of alrplan11 '1'1tal.l7 
needed bJ both the BrUllb and 0111'111'111. .t.a ot th11 au 
the AlUaon CoapaDJ 11 approxl-UlJ 200 enclnll behlll4 the 
contract 10hedulea of the tTP•• ln quaatlon. 

2. It appear• that produotlon toollng tor the I englD11 
tor installation in the Bell P-)9 Will not be ooapleted untll 
eoaetiae in April and that the ~utaoturer oan get up to a 
production r8 te of approx1aatelJ 125 engine• per aonth bJ 
Jul7 providing too auoh preuure tor the deli•el'1 ot the r 
enginn Ultd tor the Curtin P..l!o airplane il not bro~t 
to bur on the .t.lllaon Coap&nJ. 

}. The 11tlalt11 tor the .ontb ot AprU lDd1cate that 
not oYer )0 eng1ntl Will be e'lallabll tor d1Ylaion betw11n 
tbe Br1t11h a nd the u.s. tor inetallation in t he Bell P-)9. 
Appro:rlcatel)' the aaae nuaber of the r tJPe englnll auat be 
41atr ibuted between the Curtiu P-4oD, Lookh.eed P-)3 and the 
North Aaerioan 11-7)'•· 'l'be eqlD11 del1'1'erl4 in .t.pr11 Will 
atteot June dell'lerill of alrplanll. (Approx1-tel)' 250 are 
aohe4uled tor 4111Yel'1 dur1q the .onth ot June). 

4. In a441t1on to the .t.lliaon engine eltuatlon, the Jlolh 
Ro7oe Packard appear• to be ln a a1a1lar catefoi'J. Intoraatl.:~n 
turn1ehed ae ind1oatea that production ia at eaat 2 aontha 
behind eohedule ae ot th1a ate. It hal &lao been reported tnnt 
failure ooourred ln both of the teat engine• with a&nJ d1ttioul tiea 
in engineering including 900 d11lgn ohan&ll 1n1tlated bJ the 
Br1t11h ln one aontb. 

COiri DiiiTIAL 
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lit'. v. s. lnu4eon. 

5. The eor1ou1111o .. of ~· oUuaUon oontl'Dnt1q ue W1 ttl 
rupeot to tho pl'04uoUon of purouU a1rpllllloo, ou1 ta'blo tor 
coe'of<t 11 'bro~t to J01U' attont1on W1 ttl tho roqueot that 

1011 
uke euob aouon thot U oppi'Opr1at• under oxllt1Di 

clrou•ttanOU• 
/I/ Jlobert P. Pot ter.on 

ROBIIl! P. PAftDIOII 
Un4or leOI'otai'J of Wo.r. 

-2-
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Alliaon Engineering OoapanJ 
In41anapol11, Indiana 

Gentleaen: 

~95 

April 12, 1941 

Recent tiguree on engine deliYeriee 1nd1oate tbat 
the Allieon engine 11 falling eeriouelr behind 1n del1•err 
ot the 1 E1 Type and it 11 apparent that the eoheduled del1•er1ee 
ot the •r• Type v1ll not be met. Ae a maJor portion ot the 
-'l'aY'• purtu1 t plane pi'Ogram oentere around the Yarioue trpee 
ot Alliton enginee, ve are greatl7 oonoerned at the apparent 
i nabil1t7 to reach and .ainta1n the ooaparat1Yil7 aodeet 
tcheduled dellnriee vblab 70u &CJ"IId to make. 

!be t1tuat1on with reepeot to del1Yeriea on B1'1t1ah 
schedulea 11 Y1rtuall7 a dup11oatlon ot the ANJ'• ezperlenoe 
in epite ot the taot that large a441tional ol'4ere tor •c• 
engine• were plaoe4 laat tall with a detln1te pul'pote ot 
awol ding del&JI ln the pureu1 t plaae projp'am. · 

In golng onr the reool'4 vbloh oo•enoee earl7 ln 194<>, 
it appeere that the preeent eltuatlon that 11 oontrontlng ue 
vlth reapeot to the pro4uot1on ot All1eon englnee 11 a repetition 
ot the delate tbat haYI preY1ouel7 been enoounterad. While we 
realht that rapid ezpandon, ooupl.ed v1th the laolt ot llt1lle4 
workmen U18d to airo:ratt engine, baa been 1n 1&1'1• part 
reepoulblt tor tbeee delqe, we uoe oonoeme4 v1tb the taot 
tbat other aii'O:ratt engine unutaotul'lre appear to haYI been 
able to &tit the problM with jp'e&UI" IUOOI .. tban the AllliOD 
Engineering Corporation, 

AI tba UJOSeD07 Of the 11t8&t10n 4..aDdl that eYII'J 
poeelblt ettort be u4l to MJ.ntalll the eohe4ulee on 11h1ab 
Vt &1'1 re1J1ng, We would be sla4 to ~ tdlat 1t1p1 &1'1 belDI 
tlktD to OOI"I'IOt tbl .. 4elqe, It aipt be helpful 1t 70U 
will al'l'&nae to coae 1a to lfaehlnston an4 1D41oate to ue the 
l'tUOIII for tba 481878 &114 Mtlloe8 vhlob JOU pi'OpGII to adQpt 
tO OUI'I th .. , 

fii'J t1'1117 701&1'1, 

/1/ Robert P. Pattereon 
IIOIIM' P, PAITIRIOI, 

Qn4er leoretai'J ot War. 
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Mr. 0. E. Hunt, 
General Motora Corporation, 

Detroit, Miohigan. 

Apr1l 12, 1941 

Dear Mr. llunu 

It arpeare that the produotion toolin& tor 
the 1 E1 and •r enc1n .. that are eo •i tal to our plll'tlu1t 
procraa will not be OOIIplate4 1111tU late th1e •nth. 

larl7 laet tall tha proou~t of a larc• 
nuaber ot ad41Uoaal •o• eag1nee 4t11nre4 to the 
Arrft and 8r1t1ah nre autborhe4 111 or.ter to ••old a 
po"ible dela7 1n the purtu1t pro .... eo urcentl.7 
needed b7 both the 81"1t1ah and OUI'Ialnl. 

'1'11ere 11 ennlole4 a oop7 of a letter to the 
Alliaon lng1neer1ng Coap&DJ po1nt1na out the lar1ou1Dall 
ot the eituat1on an4 1t 11 bope4 that JOU will ••• fU 
to aake a peraonal 1n'felt1iatlon of the non41t1on• at 
Alllaon and a4•1et •• of JOur f1n41nga. I woul4 appl" ... 
oiate )'Our latl .. te of the 11tuat1on at an earl7 dati 
in view ot ac141 t1onal ezpanllon• of ena1ne oapao1 t111 
that are now under oonl14erat1on b7 the War Departunt. 

l Incl. 

\' e1"7 ti"Ul)' )'OUJ"I 1 

/1/ Jobel"t P. Patteraon 

ROBEM P. PAI!'IRIOII, 
Un4al" leoretar7 of V&r. 

oo ltr to Alllaon ~. Co. 

Regraded Uclassified



I!.M.Jr: 

Opera tor: 

Alfred 
Sloan, Jr.: 

H.M.Jr: 

S: 

H.M. Jr: 

8: 

R.M.Jr: 

8: 

H.lCJr: 

8: 

R.H.Jr: 

S: 

Hello. 

Mr. Sloan. 

Hello. 

Mr. Sloan? 

Yea, Mr. Morgenthau. 

Bow are you? 

April 16, 19141 
11:}6 a ••• 

Pretty good. Bow are rou? 

197 

Well, I 1a pretty good. I d1dn 1 t think I'd 
be oal.ling you up again to tallt about that 
Al.lhon engine. 

Well, all right. Do you want me to tell rou 
how the e1tuation etande? 

If you oan tell me anything, I'd love it. 
I oan tell you what they tall me. 

(Laqhe). All right, Mr. Secretary. But 
lleten, Mr. Secretary, let ae 181 tb1e. 
What I tell you I'm going to aek you to keep 
lt entirely ott the record - I mean to aay 
certain features of it beoauee it aabarraeeal 
ee 1n telling rou th1nge tbat we're worklna 
on and 1 t gete around the other W8J. You 
underetand. 

Ve111 I'd like to be free to tell lt to 
Ill'. LOYett. 

Well, here's the point. At the aoaent we're 
obeq1ng from - we got up to pretty good 
pro4aot1Y1ty on the •o• engine and than we 
reached the point where we telt we ehould 
obaftla from the •o• engine to the "E' and •r•. You know that waa contemplated eome­
tlea AIO· Vall, now, we've run into the 
ooi'Ml a110unt of d1ff1cul till 1n changing 
the deeien becauee the "E' and •r• 4ee1gn 
wee quite - althoqh the fundamental• of 
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H.li.Jr: 

S: 

R.M.Jr: 

S: 

:1.98 

- 2 -

t he engine vera t he aaae there vera quite 
a number or ditterencea t hat vera quite 
technical. For inatance, t he principal 
ditterence in the da81gn involved the super­
charger and t here vera two or three technical 
things. One particularly vas what we call 
the balancer on the crankshaft which involved 
some delays in production. I would say that 
the delaye vera principallY incidental to 
the tact that tools, when they are made by 
machine tool people and come into a tactory, 
trequently have to be tueeed with or changed 
about because they don't al ways do exactly 
the work contemplated. And when you are 
de&l1118 with a Job or t hh kind, which 1e 
eo highly technical and involves such narrow 
llaita ot tolerance, why that tact is 
particularly true. Nov Juet at t he moment 
we're going through that proceea ot testing 
out our toola, aaklng the ohangee in t he 
toole that are i ncidental to getting into 
the •E• and •r•, and that involve• eome 
delay in pr oduction. Nov I went into the 
thing very exhauatively yesterday afternoon 
with Mr. Hunt and I can aaeure you that 
there ia nothing fundamental at all in t he 
•1• and •r• engine except the normal problema 
that we get when we get into eometh1ng t hat 
ia d1tterent even 1t the ditterenoe - t his 
caae aa compared with the •c• engine - is 
merely a matter ot degree. 

Nov we're going t o ahip t hia month quite a 
aubetantial quantity ot t he "E" and •r• 
engines. I can aeaure you t ha t trom now on 
that that tTPa ot engine will increase in 
production Juat the aame ae t he •c• did 
laat auamer and through the tall. 

Well, now, bow many do you think you are 
going to produce in April, May and June? 

For this month? 

Yea. 

In April. I don ' t know as I ought to say 
that without checking t he thing, but aa I 
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R.K.Jr : 

8: 

R.M. Jr: 

S: 

B.M. Jr: 

8: 

B.M.Jr: 

S: 

- 3 -

recollect lt, I waa lntoraed t hat we 
expected to ehlp about 200 ••••••• 

llell, I thlnlt you hAd better oheolt up on 

:199 

I 
1 
tel_l you vba t I 1 d better do, llr. Secretary. 

I d better ~et t he actual tlgurea and phone 
you. I don t want to do anything that would 
al alead you. 

fto. Beoauae, Mr. Sloan, I can't understand, 
trankly, bow a aaart tell ow lllte you could 
gat youreelt i n thla pod tlon a.gain. 

Could gat what' 

O.t into the eaae poa1Uon that you were 
ln on the •c• engine. 

Well, beoauae lt' e the aaae problea and 
it attar we get the •E• and •r• engine ve 
baYe a •o• and •a• engine, ve get into 
the aame thlng vlth the •o• and •a• engine. 
You can't do thie thing any other w~; you 
oan' t go to work and bring eomethlng that 
ie d1tterent into production without going 
tbrouch the aaae eort ot t hing. Now, yru 
are nner eo aaart but what there i8 alvaya 
eoaetblng. There 1a eoae tl11a that baa to 
be taken in aaking eoae adjuet11ent8. It 
you ba•e a good break on eoae th1ng8, 
you 'll get a bad break on othere. 

But you eee a ccording to your own prollleee, 
you are about 1,000 englnu beblnd. 

!bat aay be. !bat la apt to be eo in the 
1n1 t1al etage ot a new t hing. I ltnew 
ferteotly well when we went to the 1 E1 and 
r• engine that we'd get into theaa 

ditt1oult1ee, and there i8 bound to be 
delay at the initial etage ot it. I don't 
know when - I'll tell you tranltly, we don't 
know bow to a•oid thoee t hlnge. We'•• 
been aalting a ct or care t or twenty- tiYe 
year• and we get up againat the aue thlng 
when we br1ng out a new model ot 110tor 
care. 
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R.t' .Jr: 

a: 
H.ILJr: 

S: 

H.I!.Jr: 

S: 

!!. I!.Jr: 

S: 

l!.I!.Jr: 

S: 

- 4 -

Oh, now, wait a minute! It you had done 
that you would have been in the hands ot 
t he Junk dealer a long t ime ago. 

What was that? 

You'd have been in t he hands ot the Junk 
dealer 8 long time ago. 

Yea , but all I'm trying to eay to you ie 
that every yea r when we bring out a new 
model we go through exactly the same thing 
only i n this oase t he situation is very 
much exaggerated beoeuee, ae you know, 
in an aviation engine the tolerances ot 
error are very, very narrow, one-tenth 8S 

much as they are in motor car practice 
so that accentuates the difficulty. 

Yeah, but I t hought you would have learned 
how to make t hese t hings by now. 

Well, I think we have learned a good deal, 
Mr. Secretary, but it we change a design, 
we've got to learn certai n things that 
were not i nvolved i n the first design and 

200 

I 1 ve been doing theee things tor twenty­
five years - I don't know how to avoi d tha t 
and I don't think anybocSy else has avoided 
it. 

Well, now, look. Here'e t he thing. Thie 
whole program - the Bell and all these other 
people, they've got a whole flock ot .•••.• 

Be'• got soce planee ahead ot us at the 
moment. I reali~e that and I think that 
oan be helped out and 11 being helped out 
by the tact that he oan go ahead and 
produce the planes and we can put the 
engines in afterwards. We ' re sending him 
certain other parte - tranemiesione and 
so forth incidental to the thing to 
facilitate that ahead ot the engines. 

Vell, now, will you do me a l ittle favor? 

I 'll do anything I can t or you. 

Regraded Uclassified



H.M. Jr: 

8: 

B.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

R.M.Jr: 

8: 

H.M. Jr: 

8: 
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Find out what you think you can do in 
the way ot the •E• and •r• - what you 
really expect tor April, May and June. 

Let's eay tor April , May and June. 

Yeah. 

All right. I'll get that information 
and teleohone it to :rou •• aoon ae I oan 
get it. -

Beoauae everybody down here h terribl;r 
worried about it. 

Well, ot oouree, I can appreciate that, 
but I realir.e that and I would be worried 
about it too it I thought that tbere waa 
an;rthing inherent in it, but I know there 
ien't. I'm onl:r concerned with the dela;r. 

Well, are :rou eatiatied that the •E• and 
•r• will pertor. onoe it ie 1n the air? 

That geta in the area that I'd better 
expreee it yea. I'll anawer that without 
an:r quaation or without an:r heeitano:r, 
:ree. Aa a .. tter ot taot, I think - and 
here ie aoaethlng that ia between you and 
ae ver:r atriotl;r, and plaaae reepeot what 
I tell you on that point. I think we're 
ahortl:r going to aove up to a considerably 
higher rating on the "E" and •r•. I 
auppoee that you know that the rat1ng ot 
the •E• and •r• now ia 1150. 

Well, I've been a little ruat:r on thie. 

Well, I tell :you, when :rou and I were 
orig1nall;r talking on the •o•, Mr. Secretary, 
we were talking about 950. 

That'• right. 

Now we're up to 1150 and here'a where I­
I'a eo anxious beoauae I want to give :rou 
all the encouragement that I can and at 
the aaae t1ae I don't want to get involved 
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H.M.Jr: 

S: 

H.M.Jr: 

S: 

a.M.Jr : 

S: 

H.M.Jr: 

S: 

R.M.Jr: 

8: 

B.II.Jr: 
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in a lot ot d1ttioult1ee. But I think 
t hat we will within a r eaeonable tise mo•e 
t he 1150 up ooneiderabl7. 

How muoh? 

Nov don' t pin me down eo much. 

Well, I don't know. Are you talking 100 
horee, 200 hor ae more? 

More than that. 

Row IIUOh? 

A li Ule more t han tlutt. 

A l1ttle 110re than that. 

Row, pleaee don't - pleaee keep that to 
JOUl'lelt. 

No. I'll proteot you. 

Yea, becauee it preJud1oee me terribl7 
when lt gete baok beoauee the great trouble 
with thoee thlnge, Mr. Secretary, the time 
eleaent 11 alware there and the urge t or 
aore power and aore ot thie ie eo great 
that 1t preJud1ou our operating people. 
I'll Juat -., - l et •• put lt thie war, 
I think that the 1150 hae alrea47 had ita 
t .. t ; that hae been approYe4 and I think 
ln the due oouree of tiae that we'll ha•e 
another teet wbioh will giYe ue a better 
rating beo.uee we ha•e been eYer Iince 
the thing etarte4 worklns toward balancing 
out the Yarloue parte and el i alnating 
weakneeeee eo that we haYe a better balanoed 
engineering deelgn fro• the etandpolnt of 
lt1 faotore of eafetr becauee, •• rou know, 
a obaln 1e onl7 ae etrong ee ite weakeet 
point. 

Well , nov r ou tind out t or me and maybe 
I'll hear from 70u t hi e afternoon. 
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I \hlnlt tbat tbat 1ntor•Uoa 11 aYaUable. 
l W&l 4110UII1ft& U Jll\11'4&7 biJ\ l ba4 
better aot quote t1cur•• to rou ual••• l'• 
IUI'I l 1a r1pt. 

'fb&nJt JOU. 

All rs.pt. 

'lbanJt JOU. 
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TREASURY DEPARTMENT 

INT1[R.OI'1'1CC CONNU N ICATION 

to 11r. Oocbnla 

, .. ., l(r, ll1otr1CIIt. 

!!Ia tolloviiiC it a 'brlot re- of tlt.e delh117 of tlt.e Jrl Uolt. pl4 to \lt.e 
uUI Ottloo to4aT1 

.u 10 a.a. llr. C-roa of \lt.e I'Menl oalb4 M4 11&14 tlt.e\ \llq wn &OliiC " 
- ou ,.,.... ot t~t.e v.a. fncld.IIC Oo.p.q 1a \rsupont,. \lt.e col4 rna lro*lJa 
11 I» AAU!I Ottloo, .. aloo aa14 \llai llr. O'Xooto , llepU7 OoUoc\or of O.\ .. 
at ltv t om, woal4 oollll lpMlal ...,., 1'1\ac-n14 of O.t- to \lie 4oR \e lr:Mp 
oiMr Cv.a'- ottiolalo _,. froa \lt.e olt.l,...i, 

At 12152 p.a. Jlr, llar41ac ot ibot I'Menl 11&14 tlt.e\ \Mlr- wn • illotlr 
w.r \o Jr~ M4 \ll&t \lie ebip .u upM\14 *' 4oall: at 11)0 p.• 

AI 2136 llr. llar41ac oallo4 M4 lotoi'M4 • ilia\ illot olt.lp 4eob4 at 2115 P••• 

AI 3110 P•• llr, llaft1ac aa14 ibai tu flro\ \nair lt.oi4 loft lrooklJa at 3 P•• 
wUh 200 'baro, I tlt.ea qgeo\o4 tllat \bot I'Menl :pi • iw or \u.. •n tnoblo 

At II p.a. llr. llar4111c aal4 tllat ob: ti'IICko lt.oi4 lett Jroolrlla vi ilt. 1,120 'bouo 
u4 U..l t» tlrot tlt.reo iroaak8 lt.oi4 arr1ft4 at tu .f.a1&7 Ottloo, Be lotorM4 • 
IbM IM Nenl lt.ll4 pat oa tlt.reo •n tracko llllkliiC a total of abo tnakl la -· 

AI 5110 p.a. llr, llarUIIC nato4 tllat olcbt troaak8 with l,li6o 'bo:Do ba4 arrl..t 
al 1M MU!f Ottloo, 

AI 611!5 P·• llr, 11ar41ac oallo4 all4 11&14 tlt.at olcbl- troaak8 lt.ll4 Mia loa414 
dlk 3, 5115 ....,.., of wtoh nnooa tnakl lt.oi4 arr1ft4 at \bot .t.aeq ottloe vttlt. 2,800 

"··· 
AI 7135 p.a. )lr, C-ra oallo4 .. at hoM aD4 11&14 t- illot l&R truk loft 

lrootl1a .. 1130 , ... 

AI 1115 p.a. 11r. e-n• IIC&ia oallo4 aa4 l&ld ta.t au of tlle olt.l,...t of 
-,696 boue W 'booa ullnro4 to ta. .t.a1a7 Ottloo all4 tlt.at tlt.e :r.unl lt.el4 \bot 
4uq otflce ncolpt for tllot lloDo 4ellnro4o 

• 

Regraded Uclassified



. S'1WIIINll 
Jroal LIJOT. 

Regraded Uclassified



208 

TREASURY DEPARTMENT 

OATO: Aprll 16, 194J_ 

TO . ,_ llr. Cocbr&A 

ICr . Jq Onu opol<e vUh .. htonal.J.T lilr hltphoae a tev 4f1Te &&<> . laqulrl¥; 
•• to t ho ponlbUl\:r ot hh COliPaJIT proY141ac petrol.., .. pro411Ch \o Grea\ !rUah 
...s.r tho X..o4 X..au qe\ea. I opob vlth Phil Touac about \hie &114 Phil r 1 c..,.IIII4M 
Ill& I ICr. CT.,.. coae 4ova &114 aee him • Xr. To""« voul4 pall llr. Cre:Ae oa to ecaeoae 
llot i t t hh a!lbt be aeceeear;r, bolt lie \ho~\ 'ilet lie could ctn h1a 'baelc latoraa­
llo• aa4 ooul4 receln ezq repr .. .,tauoao troa llr . Cra.u. 

Mr. OTaae hlepllo•4 • a\ 12:15 \odq, S. had \alb4 \he utter onr v1\h 
- ot hh Dt rector. 1lllo IIPprond hh coalac \o Yulliac\ea \ o pll\ \heir propool U oa 
tp to ltr. Toaac. !bq were , b.wenr, eo - reola\ln et \boo a111otu. vhiah \boo 
Stc:r-tor;r heel reo4erod \U. oa a prior oocaalu 1a relaUoa \o \ heir oll ealae \o 
J:aclaa4, the\ \be;r helre4 \lie\ llr . er .... 1~ vl\h \boo horetar;r a Ol¥f!T et \he 
-"-""',. vhlch tha:r ho., 4rava ap aa4 which he vlll preeoa\ \o· llr. Tnac. 

V!ll \be Seore\ar:r let • l<aov whether boo oould reoeln llr. CraM tor the 
\o accept \hh -raacl~m, aa4, lt eo, at who\ hour oa !lt.uroclq, jprll 17. 

!lt.e Secretar;r ""'' Oil\ vorl 718\ertq atMnlooa \ha\ he would receln llr . er... 
oi J:)O p,a, \odq, I \el..,aed \hie vorl \o llr. Cr- .-4 aho art'Uf:l'l tor 
lfr. PhlUp Toaac \o reooln h1a at 2130 p.a. todq. .l\ U :JO We •ralllc Ltn\-\ 
S~ ••• wort \o ae \hot the horotar;r vaa -•elUac aU appola-.to tor \hla 

·"-· laob4tac tho\ et Mr . era.... n ... too late , . ,., \hio . .. rt \ o Mr. era... 
Ia l ow York, 'lloa\ I pn u to Ida a\ 12:50 \ hio -• ..... boo \el..,ao4 • 1lpOA hio 
orr!.Tal 1n Yaahlac\oa . 
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Wamorandum for the Secretary's Diarz: April 16, 1941 

A conference was held in the Seoretacy'e office on 
April 16, 1941 at 3 :30p.m. There were present Secretacy 
Worgenthau, Donald Nelson, Harry White, Ed Foley and Mrs . 
Klotz. 

Nelson distributed the attached letter which he had 
sent to the President as a counter proposal to Secretary Mor­
genth&u'a letter of April 6 recommending that a clause be in­
sorted in all defense contracts to the effect that the con­
tractor agrees to comply with the labor laws. 

Nelson' s objection t o our proposal waa that it would 
require policing of all contracts and rejection of the con­
tracted material as a ienalty for Tiolation. In hie opinion, 
he said the ~ to do t was to check the labor record of the 
proposed contractor l'rior to the award and withhold contt"acta 
if the labor record 11 bad. Secretary Yorgenth&u asked Nelson 
how many contracts were processed through his office before 
awards were made , Nelson replied that a procedUPe could be set 
up whereby all contpaots would be submitted to him and a check 
made of the proposed contractor's labor record. Foley pointed 
out that if the labor clause had been inser ted in the contract 
which had been tendered to Ford, Ford never would haTe signed 
up and the subsequent labor difficulties could have been 
avoided. Nelson related that he had talked to the President 
about the Ford situation and the President had authorized him 
to proceed when he told the President there was no other plant 
capacit)- where the aiPplane anginea oould be procured. lfelson 
insisted that delivery of the engines was paramount to all 
other conaiderationa. 

Secretarr Yorgenthau took issue with Nelson on this 
point and said that hi.dler considerations than quick deli ney 
were i nTOlnd. He saicl that his objecti ve was to protect the 
President and at the same time t o prevent a repetition of the 
labor situation recently witnessed in the coal, steel and 
automobile industries. Secretar{ Morgenthau said he was con­
vinced that disgruntled fellows ike Lewis had sworn to get 
the President b1 tying up the defense program in labor dif­
ficulties and he wanted to prevent Lewis from further ember­
rasing the President if possible. Secretarr Worgenthau 
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said he thought that he and Nelson ought to be able to 
agree on a joint proposal to accomplish this purpose . 

21.0 

Nelson said in his opinion that the real difficulty 
ns the failure of OFU to announce a labor policy simUar 
to the one announced by the idvisory Commission last Septacbe~ 
and cocmunicated by the President to Congress . He ea.ld that 
StiPson, Knox and Knudsen were opposed to any labor pro­
nouncement by OP1.l. Nelson thought that a yeat deal of dif­
ficulties i.n the future could be avoided ii publicity could 
be given a labor policy pronouncement by OPM which would 
indicate that defense contracts would be withheld from pr o­
posed contractors with bad labor r ecorda . 

Secretary Yorgenthau was of tha opinion that some­
thing along this line could be worked out and suggested that 
Foley and Nelson draft something and submit it to him for 
appron.l. . 

Nelson said that he was leaving for New York City, 
but I'IOuld be back sometime tomorrow. In the meantime, he 
suggested that Foley and Milton Katz get together and draft 
something. 

On i pril 17, at 10:18 a.m. ~lton Katz came to 
Fol ey's office and agreed to a joint proposal along the lines 
contained in the attached drafts prepared by O' Connell and 
Kades. Katz said he would clear it with llelson as soon as 
J;elaon returned to town. 
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u.- _. u. artiM at ,..._,, .. •rsc •· • 
r11 ,. tv 1ew a~~~aiunU• \be d•UUU&-, at 
tJ1e 1w I • ~ atfiM, ..... Ue Pl1ril• ia 

t.M hUnJ. ~. of a oWrrnt at 1aller ,.1~ 

&lq toM liMa •-' terib ta u.. ath*d nat '· 
1M a1et m t. .dept. \be 1.-r ,.U., .t tM 

Md•orr o '•1• • 1191 u " • ~ 

213 

betero \be UUil of .., w-• ~. a ~itiade 

tr. \be ..V..ter tlld - 1a ~ wlU. ... wl11 

~1 wl~ all ~ 1.- eft-'11111 laNr. ' ... 
goeW ton at ~itiade 1a ~ aihlhdo 

!J.ia I' EMU• J.a ... ia U.. .t ... illliYw.l 

ru ht.l- Jl'fth 17 _.. te ,... 

(SitJI~) H. llorgentbau, Jr . 

fliP..., fl tM fr I C) 

(Sip~) Dona1d II . lie~ ....._.,,.,, .. 
Sent to t he llhite Houoe toda,y b)' bazld . 
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MISS CBA!llfCKY: 

0 
llr. Foley carried the original 

to the Secretary - 4-16- 41. 

l) __________ ._·_ftUW _________________ ~ 
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TREASURY DEPARTMENT 

( 

fO -
Sir ht4orlolc Pbilll:pt telepboDM. M a\ 3•55 tlllt "Miac· Be ta14 \loa' lao w 

Jut roca1Yt4 a ••laP lir \tltlp"oat fr. •- Ton to tilt tftMt \loa\ Ill'. lotH ,_, 

1114 ""'"' to 1oM~ t..U tllo.ooo.ooo" u.. .._ .a wtut- :poop1o. !lolo 

...u pro-1111 rlol4 te5,000,000 111 .. llor .. ' •p f01t \loa JlrUl* frouvr, •'"" 

~» lt4o......._ ot $15,ooo.ooo. 11r w• =t .,, .. ...,. •· ,_. ..u llw 

.. , - pUllottr • Wt \nuM&taa at a. p.a . ..._. 

I pw ~ ftNC'Iial tatonaU• POif-'"T to leontaq ._ .. ._ at a.a15 \Ide 

VIla \lao u-. ropon at •· "-' pnww _,_ - ...... at a.a30 p.a .. I 

hlopho .... \lao Wll'4l .. tlaanat to 111' I'NUrt* PbtUlpe, u4 ~eo •---1'1.881 it h 

loortlur ................. Uaw ,a... at a.a55 p .a • 

• 
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-•n•nlllll• .UM JI"OU::A to lie tile _. 
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.. t W.,_tl• tM& I •nisi_. 

t ... •' • )jr. 

Ill• I) ..... & r a ... 

• • ... '- llh-
lrlt~ As. c .;. ••• 
1M >cru' u\to au s, 
lullt.ct-1 D. C. 
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April 15,1941. 

hl1Gw1Jia _.. talk Ulla 80na1JIC1 I 

eooloao a DDW fd t• priMlpal cUnloul.tloa U'lalDI 

1n ~ Brltub aUenft ~· I bopo u ta nat 
70" roqutr..S tw JOV talk wltb .-. Lontt ~row 

•niDI· 

Your a allloarol7, 
• 
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IIOTE ms MR·liQRGmpp Ql 

cavszs gr QN=> PRQIXJCno• mg ptttRR OJ!tmM 

•••••• 

1. The 110st seriou ditrteultr preelu41nc 1aaae41ate 

del iveries 1s supplies or All ison •a• an4 wr• type •ncinea, 

The Bell Airacobra P.)9 and the Worth Aaerican VU.tanc K.A .73 

type contr acts are both runn1n& troa two to three aontha 

behind schedule. The prospective shortasas or Allison •:&• ancl 

•F• type enci nes on Aaeriean an4 British or4era to the end ot 

1941 1s thoueht l1ll:elf to reach a total or not leu than 2,000 

enatnu. 1'h1a Will -an a correaponcltnc l ou or coaplete 

aircraft. The dU'rteultiea relate pr1aar1lf to the development 

probleas which are at1ll holdl.n& up the production or t hese 

new ena1ne trpea. 

2. The next aerioua ease eoneerna the Lockheed •Li&htninc" 

i.e. the Kncliah version or the P . )S airoratt . To clear t he 

•Ltchtntnc• pr oducti on position the British have been obll&ed 

t o 1.nstall Allison •c• type ancinea until the •F• type becOIUa 

available. But even on this basis, this or der 1a r unnt nc tour 

aontha behlncl sebtdula and t he currant o.s. t..r.7 procr- t or 

P.)S deliveries ia llkel7 turtber to delay British or4era. The 

O.s • .lr&J Departaent are now talt1nc atepa to ensure acceler ation 

on t he British deliveries b7 allo~ Lockbeeda to place the 

e2phasia on British ordera r ather on thoae t or the o.s. Araf. 

3 • The prospective ahortese or Allison •F• engines Will 

thus etrect .liracobraa, .ust.anca an4 Lilhtninca. I t will , 

however, also preJudice deliver ies or the curtis• Kltty-Bawk 

i.e. the P. o40D tJP& aireratt already d ue t or 1n1t1al del1ver1ea, 

A. btc bu1ld1.nc-up pr oare-• ia 1n prospect hare aa the pr oduction 

or the P. 40 trpe rune out; it 1a to be t eared tbe.t a serious 

holdup 1n production w1ll devel op over t he next two to thr" 

IOOntha 11' the .&llison "P'" dittieul ty 1a not cleared. Meanwhile 

i t is hoped t hat prio r consideration mar be &ivan to Britis h 
Regraded Uclassified



1,. In ceaeral, for the r .. t of the ~ tben u 

a definite proapect of ahortacea of aluaiau. eztrualoa., 

tors ins• and cutin&• o.er tbe next dz aontb8 . 1'118 trouble 

1a causin& delara,for ezaaple, on the Britiah Baltiaore aircraft 

order with Olenn- .. rtla. which 1a nearl7 two 11011tha bab1JI4. We 

are already 50 aircraft ba!llDd the orllillal BaltlMre acbedalad 

deliveriea and wUl have loat I'Oalb17 250 alreratt 1JI all '117 

the end or 1941. rtlla 1a a t711lcal can of a tbraataDad t1'vallle 

l ikely to CCDCaftl tha WbDla alreraft llldut'f'7. It 1a Dltt ao 

aueh a shortace of alw1._ s.naot •• or fa'brlcatinl capae1t7 f• 

extrusiona, rorctnc• and ca atlnca. 

s. A ai.allar d1rt1cult7 baa qerced on ~~q~~eal- Sbortace 

in auppliea threa tens to involve a cut of 2~ in enaine delharlu 

tr~m J\me onwarda . 8ubat1tut1ona or otb8r Mtall ••rnar 

posatble uy aaae tbia position later, coebiDed With dnalo~t 

ot new capacity t or aacnesiQO product1on1 but tM S...eciJ.ata 

problem 11 to tide OYer t!le n11xt dx IIOiltM. 'l:a:porta to •claM 

hsve e lr~acly bean cut ID t lllleftl l:arel7 adequate to ..tataiD tM 

production or 1DcaD4la1'7 beebe and narea on tM aeala -•M'I'7 
tor air oftenalve op-:ratlona tbia aummn. 1'118 bportaDca ot 

lneerAiary boabs an4 flares cannot be overeaphaa1aecl 1JI tM 

l ight or roc~nt developaenta 1D air teebnique. 

6. The torecotna caaea illustrate the aore bportant 

~1ttieultiea attect1Jic the Br1t1ah procr.... . 1'118 prebl ... are 

already well known to tbe o.P ••• and action la ba1Jic ~ to 

ceet t~ aa tar u poaalble. rnaotar u aueb action 1a .ukel7 

to aeet the aituation, pr1or1tr t or 8r1t18h ordera •- to 1le 

the only aol ution. Generall7 spaallinc, the whole procr.- 1a 

t"Unnlnc 1'1-oe two to three aontha late and over 600 aircraft are 
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alread1 beld.lld UlitU I ClaH Mlllhle tellYWF .. He. U 

.. 
1 

ba .cOG911Dl•t to ~ U. -"-1 pdaU .,, .. 

ror ur&ent au•Uoe. .U. 

(a) ~DteD~1•• action to br1a& thl 

&lU- ... aDd "P" tne ea&lM• 

laW tall production 

('I) qaldr denlo~t ot e&JIIclt)' till' 

tallrieeW aJw1- .UUS...0 

,..,, ... aDd -Uap .... 

<•> ~' ot u. MRe "P' 11-

abDrUCe· 

'laahla&'-o D.C. 
Apru lJua. 1941. 
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THE: UIIIKJt KCMT.urt Of' THit TltltMUit't 

WAaH I NOTON 

TO 'l!lll!l SICDUIIT 1 

.t.o 7011 lDiov, the .t.rpAtbo M•oaa4or tried to 
111 70U 7111hr«&T aa4 J ua4erataa4 7011 aiQd b1a to -
••· Be - la ~ aa4 aa14 be bed laetruoUou fro• 
hit ao .. .-.t to -rtat· fl'Oit 70U .... ther or aot 1\ 
wao TOUr latoa\loa to nc .. aa ortoaaloa of \Ill 
Sta'blll•Uoa hD.d, aa4 U ,... eo NCIMIMI4, .... ther 
70U ha4 uq Uooucl>h \Ill t u wnl4 'M 41tfleoal t to o'lltala, 

J \014 ll1a U..t w bed ..,.17 latoaUoa et ...­
IIID4iae aa oxtoadoa et \be 1'11014 aa4, ftllo w ~t 
upoot to b&ft \be ..-1 41'11atl oa U.. .-euoa ot extoa­
oloa, wa ezpoo\ed tb&t b \be oa4 1\ woal4 'Ill lx\la414. 
!M M'Moaa4or ea14 tb&t \Me wu a aathfao\oJ7 -r 
to hla aad he lain tb&t w bed a CoDcnu to 4ea1 v1 til, 
tho - u hla Oo'"~"'• u4 tb&t 111 could DOt cift 
a 41f1alto """or ae to whither the loclelaUw 'boq would 
appro·ro til& oztiJllloa. 

• aloo 'llrnpt up the t••Uoa of approrlllc 
appllooUou M4l to \be 7onlp llla4l Coatrol leoUoA 
of .all:lac ~at a 4ollan to .t.rpaUaa fro~~ rnaoh 
&CCOUDt for C0041 41liftnd 'b7 .t.rpaUaa to haaol prior 
to the O.rau oocupaUoa. • woldlnd It oOMthiDC oou14 
aot 'M doM 'b7 \be fraaftl'7 Deparl81Dt to appro•• tbeoe 
appllooUou •• hh ao.....-at 1111414 t he 4ollan w17 
ncb. J told hla tb&t J wao 110t taalli&r with U..aa appll­
caUou ""'' would aaa4 Mr. Pehla a -raad• oa U.. aattor. 
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.tJID !Ill CJIID.U. lAB or ~Dilt .IDI!ClRUL m J.l 

ar liiDOS .A.IIII CIU'tiCIIIIO J.IIUSU!Jm llillfiASJI 
AIIIIHDII ccmusa :rat .LPNOYIIO !!liD D&IIAC!Jma 

Sl.rt 

IUia rete..._ 'o \be .... ., •• a.e:pa\& ao. 1llll of J~ 

31, lKl , aD4 ,...n- a.o:pa\&•• reporu,.. \be eupatca hl.ac -

4114\e4 lD ~ l!!!H .Ubc for raun .. u .. lr opeolfl.e J.epalaU.­

ot \loe on41\e arrup4 Ia 1'.-bc\ .. - .. .a 810 willa \lae l.xp&r'" 

1apon llult of IMiabc\08 u4 \lae U.1W lu'" !leo I De~, 

1 'P 

Ponr fer •Mkbc :: owal of U. - lr - ot Ule J.ecieWS.. 

"_u, ... , ,. CloDine•· ....,. .. , u. u..u- a1a\a1M4 lr u. 
' 

,.,. .. ..,...... \o 1>e ao\ a ...... ,...., et tiM J.epli_, ot U. - o..pt 

\o raUf7 \be ore41\e 'loU a orl\MU. of \M ottwt olle~ 1>et.l _.. 

•o 1-... o-pe .. w a.JApM w tiM .__Uw :rw.r .aMI'i_, willa 
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Article 10 of Lw 11507 1ial>l7 11&11 tbe~ tbe aaU.oa 1o 4.1nc\1J' 
l l.a)l e t or tho olepoalh 11104 operaUoa1 whlcoll tbe lellk of \hll IaUoa 
tr&D..Oh , 11104 U 1a -· U cloo1 aot .U:. uq coDclitloaa, for u co•• to tar aa \o coatO'DDcl t he porto& ot \hll latioa wi\h U>at of the 
Ja:1k 'b7 .,. .. , of ~h• e4Terlt ' c11rect17 ' . 

In the CoJI&l'lllioaal bill recercl!.Dc ~be pr1.-cl ~oYel ot the 
two clollar loN>t , that iaoort iD the ~- bill tor 19'11 1o troDetorDicl 
into a bocl7 of law with tena artiolu, llher1 the au.thorhatioa tor 
ooatractinc with the !rea1UJ7 of tho tJhHecl Statu, the hport-llrport 
Ja:1k ot Valhiactoa aD4 other oreclU eaUUoo abro..,_U>at 11, with 
llhoaner 1t wiehe1 aa4 llherenr it vi lhe-peratioat ha'riDC the pvpo1e 
ot obtal=iDc !oreica ·~· f or coYortnc the c1et1c1t o! torotca 
accoah aDcl \o tao111taw the opera\loaa of 110aet&r7 recalatioa, 
woult 'bo aot oB17 t or \boll 1tdoh tbo Oeatral Jaalr: llicllt coatraot, lddoh 
lltY• the paraatoo accorclecl 1a IMh - 'b7 the laUoael. :IDcv.Uw J'owr, 
'bill alto for loaao ccatraotecl cliHotlJ'-,. the :IDcv.tlYo J'owr !holt 
vUhod re:t oxpleuU oa bo!.Dc ciftll CCDOera!Qc that ltn!rhc t.cUoa ot 
o'bt•h l•c forotca rnbonp lddcoll 1a aUrin tot to u • 

.Acoo,.iDc \o tbo oeccllll arUolo of tho - 0oDCHoo1oaoJ. bW, \M 
protut 1D aaUoael. 1101l17 of tho operaU oaa lddcoll \be Oodral lellk 
ooatuh oo'Alt 'bo c1epoo1 tot 1D '-b of the ooaatrr or iDYoltecl 1a 
troa1UJ7 111111 or 1D o'bllpUoao 1dlicoll the aaUoael. &DYirBMa\ - l11U 
for t1D&Do1nc tho p11Hha111 of ecr1C'Ciltu.ral•llnltoolr proc1'11Ch; nt tblro 
haYI aot beoa ootahlilhecl )ll'l'l'ioaolJ' a 1a a oletWw _, the author1-
U oa, ccac11Uoat &114 purpooo ot IUcoll .,. ioiU. 

!btoo obliptiou vo'Alt 'bo Y&POIJ' author1ooc1 by the tbi,. article ' 
ia llhicoll H 1o prorlclecl that thq aa4 tho other orecli h llhicoll the ball!ra 
""'' craat for the - JI'U'POII - DOt ISIOooc1 50Q,OOO,OOO pltol withnt 
preJu.c11oo of, that 11, wi thea\ talr1Dc lllto oocoat, the obl1pUou 
llhlq Wlll4 be ftrlllc1 oYer to the lloalr ot the laUoa 1a C&DColl1ac the 
cloltt nit\1nc 1a \hat ccllllocUoa. .bel 1\ 1o prorltec1 1a J.r\lclo II tMt 
the lllwroot 11104 &110rt1oa\loa of I'IICh o'blipUoa1 ohall bo lern4 -,. 
the profit 1'11114 1a f orel ca oSIOhallp. 

!be :IDcv.Uw voulcl re1orn f or 1\oolt tbo powr of flz1ac \Ill 
111011At of tho loau 11104 the f onoa ot o'blipt!oaa, the raoJ. 1Dtoro1t 
aac1 tho oollc11Uoal of &~~~~rUoaUoa of tbo l..,.o, witllout the oa1c1 lo ... 
appeartnc 1a \be ...... t . .bel the 171- tor placiDc nob obllptloaa 
wo'Alt at loaat 1 .... to a 'b&lllriJie 1aflat1oa owiq to tho operaUoa1, 
llhioh voulcl 1110at to a nbot...Ual oltoraUoa of tho ltaJild.ac liT•-· 
l:mopt that the pron11ou of the t.w woulcl 'bo tr ... o1torr &114 ""ulcl •"" 
a rear attor tho torllill&Uon of the war aDcl 1a llO caoo wo'Alcl be Yo.lU. 
for a per1oc1 lonpr tile thrll J'l&l'•• 

h 1o a ..,.- 10h1coll r11all1 tho Coacrootloaal 11111 for oooaoa1a 
rooon.,., llhicoll acco~ to 1Jlc11caUoal, will 11lrolJ' be altaaclonecl, 
llltofar aa it rolatoo to tho cloulo role ot the Coa trll J&lr, to 
1atue\r1al rlholl111 tat1oa, to tho oon1tr110\loll of colloap ho'aa•• 11104 to 
1Dt1a Uoa, 1tdoh 1D the .... 11111 lo -• \aJ'7. .AII4 tblo aballtoDHil t v1ll 
ll!rolJ' 'be for tho 11aplo roatoa that tho AODI7 c:oulcl llO\ bo oltta1Dicl 
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April 16, 1941. 

':EUORANDm! FOR THE FlUS: 

There was a meeting in Secretary Horgenthau's office 
yesterday, attended by the Secretary, Mrs. Klotz, Ur. 
Foley and Ur. Bernstein to discuss the Anglo-Palestine 
Bank matter. Mr. Foley read the memorandum, a copy of 
which is attached, indicating the alternative proposals 
considered in connection with the Banlc. The Secretary 
then read the draft of letter . The Secretary agreed 
with the point of view taken in the memorandum. It was 
also agreed that it would be unfair to send Istorik to 
the Export-Import Bank. The Secretary also stated that 
in lieu of his handing Istorik the letter which had been 
drafted, we would go over the matter with Istorik and if 
Istorik said that t he letter would be helpful to him, we 
could tell Istorik we would see if t he Secr'etary would 
sign i t . After this preliminary discussion, I storik came 
to the meeting and at t he Secretary's re~uest , Ur. Foley 
described the si t uation alo~ the lines 1ndicated in the 
memorandum. !Jr. Foley also 1ndicated that the Treasury 
does not ordinarily initiate matters wi t h the Export­
Icpor t Bank or t he Reconstruction Finance Corporation, 
that if Ur. Istor ik wanted to go around and see these 
Govel'lllllent institutions t hat nould be entirely his cr.m 
probl~ to decide. 

Af ter the meeting in the Secretary's office, Foley 
end Bernstein talked to Istorik a little while about the 
possibil i ty of writing a letter to Istorik. Thereafter, 
Istorik and Bernstein discussed the matter further in 
Berns tein's office. Bernstein is going to draft a letter 
from t he Secr etary to Istor ik and will discuss the matter 
further with Istorik. 

Attach. 
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THE COMMANDANT Of" THE UNITtD STATES COAST GUAIID 

WASHIIIGTOII 

15 April, 1941. 

Jm!(liWillUII FOR THE SECRETARI OF TI!J! TREASURY 1 

I aa tranadtting bernith a letter !'rom the SecretarJ of 
u.. Treuury to the President requesting .tlmda !or the upenae 
- ••8"17 in teid..DC onr aDd uint 11 n' ng Italian, German aDd Dan111b 
naeelo ,_ in custo<IJ of the Coa.et G~. 

Tbe appeDde<l atataent of expenditures 1nd1cateo !or each 
neael taken onr the 1u1Ual expense incident to ncb c1l6to<IJ aDd 
also the utiaated .onthly expense !or uintenance . 'l'bue expenaea 
are all in addition to expenses 11h1ch can be paid .r.... COast Qaard 
appropriationa, wch aa aubs1atence, P&7 aDd trawl of Coast Guard 
poroonnel , co.amicationa expense aDd supplies aDd aerrlcea tllmiabed 
b1 Coast Guard units. 

Illuatratins the special nature o! a011e of the expenditures 
incurred, the following instances are brouallt to 1our attentions 

(A) In llew York, !in Italian naaele wre laid up at I'Ort 
llnarlt where wbar!age chargea wre inYolnd. 'l'heae 
naaels wre t.owed to the United Statea llariU. 
C01811aa1on Piers at Hoboken, !lew Jeraer, wbare ! acll-
1Uu !or ~ the nsaela ap1nat !ire or ubotage 
are better and where no wharfap ia charpd. .t.Leo in 
llew York, eight Dan1ah ftaatla wre locat-ed at ~ 
'l'el'llinal aDd .......,n at other pointe in llew· York bari>or. 
'l'beae acattered nuels wre all towd to the Bqonne 
'l'el'llinal 1 now under 11&'?7 control, aDd are wll cared 
tor witbOirt. expense to the Gon...-nt other than uin­
telnlng COast Guard peraollllOil on board. Tbe total coat 
of t.owage of tin Italian and ,..,..n Danish naaels 11&1 

eatiaat.ed at $3, 500. 00. 

(B) 'lben tha It.alian naael SAil GIUSEPPI waa boarded b1 the 
Coast G~ at Nor folk on lla1'ch 30, 1941, the naael 
11&1 hard aground on a and nat, ow1n& to the parting of 
bar anchor cba.in. Tbe lleritt.-Chapa&I>-Scott co. IIUbmitt.ed 
a bid ot $20, 000. 00 !or noating the SAil GIUSIPPE, but 
the job was done b1 nsaela of t.ba eoaat Qaard with the 
aaaiatanca of -n bari>or tU&• of tha • ood 'l'OII1nl 
Corporation of lor!olk at an uu.&ted upenee of $2,000. 00. 
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(C) The It&l.i.an .,.._1 CXIIl'ID!liZl wu ancho""- in u.. 
ri.,.r ort JaclciiOIIrl.lle wben taken onr b7 the cout 
Guard. Imelltiption b7 COut Guard pereOIIIIIll 
no.,.aled that eponteneoue ccabuetion had ltarted in 
a bunlcer containing a~tel;r 800 tona ot coal. 
To ean the naeel troa threatened earioua daMp 
tr.,.. tire the COQ'ID8IIZl waa taken to a llbart 8lld the 
coal re..,...d at an eetillated coat ot 12,600.00. 

245 

'l'ba alltillatee in U.. appendoid liat are cCII.Iidftoecl •c•••l'7 
tor the proper proteot1011 ot U.. .,. ... la wb1le in autoctT ot tba Cout 
(lU&N. '1M priDGipal. initial a:pe- wu tor toorqe incident to cOD­
eentratinl U.. in locations wbere tbe7 could be Ulder c~ nper­
rllico ot U.. Coaat Guard, and a low cost tor wbartaet. tbo pr1Jicipel 
recur1"1.D& charp ia tor wbartaet• !Ilia •aria• ~rt~atl;r trc. - pol'\ 
to another, depen<!Sng upon anUeMUty ot lpace and the -rcial 
cbarte where DO GO'ft.._.,t 'llbar\'ea are ....u.able. In each caa Cout 
OIIU'CI otticere in CODtrol ot the ... eel• ha'le eadea.YC""- to t1Dd tba 
eoet eco.-ical 'llbartqe that attorded ~te protection. 

R. R. 'IU8CI!I, 
Rear .ldllliral, u. s. Coaat Guard, 

c~·nd•nt. 

Regraded Uclassified



246 
,. 

•• ftiP I .... PM. 1M - 1M1p !"'ft 
I( • fllfiM U tiNfU Urt .. 
~.,. fUff'l (tTIMfll • C1111• lUI&II ,._,.. .. ,. .... 

( ...... , ·- ( ... , .. , 
.,In(( ... _ , 

_, .. , .... " ...... _._ .... _,_ ·-.... ,...;.,;.,t ..... "~~-~·-... .,. .... " "'' ,.nn•• ......_ " •I --.. -··-_,., ........ _. 
-----9-II•NI-.e ..,.,.ft-.._ ..... • I ._. ___ , ....... _., .. , .•. " .............. -. ....................... " ....... 

.......... , ...... .._. N 
,..,..,...,., •• , ..... ft,,.lllll ... & , ......... _..'"" ... ---- .. , ... ,..,.., ....... " .. ,._.. 
...,,. • _..,,. ••• • "a .-u 
WTII • ..,.,, IMII • N I ..._. 
llMtllllft - ....,., ..... I , .. IU 
- • ...... 01111 • I ••IU (N ) 
Pill. Ill • Mftll f IIIII • N J tiiiiU 
RIMe IWP\1. • _,..,, lAIII H I f811U 

IT. ....... If Kille, .. -- 11 MeMIII rt'IZ •utt•• 
••• , ..... " ...... ......... " ..... Nt2 

.,. .,... If lAM., ....... ,.. ..... u .. " 

••· '-• " ..... ,.. -- " ..... ,.a 
.... ,_.., .... ,..-." ....... a .... ,_" ___ .. _.,__ ... 

J,e-'6 J,e..44 

"'"' "'"' J,e-'6 J,e"" 

J,e.47 "'"' 
"'"' ""'" 
"'"' "'"" 
"'"" "'"" 

'"" ...... . 

167.,. .,. .. 
E ,. ... 

65 ... ,... 
'"'" ,. ... ~,. .. ,. ... 

.....,. 

Regraded Uclassified



' 
247 

P-I.!L f!A!!!UT 91!!1•• lliiiD 10!!!1, ITAtiAI W IIAII . ... U 

I( • IIIli '~. UTINYU I.U'liM 
lilt ... l •tti M (ffiMYU -1111 .. ,.,..,_ 

........ u u ..... 

lAT. DUCIU"IOI 01 UTICU OlatviCI 

•* " , ... , .. , 
_____ .. __ T_U 

... , '""' ,.. .. , ----·-· .,.._a 
Cl ..... ' ""' , .. , 

T- • .. • • • 
IICIUEII (IIIV Y .. ) T-• • • • • 
Ill IS '""' , ... , r-• • • • • 
lmllffil , ..... , ... 

--- - ---· ... IJ .... u. .. 1_ _.. .............. .. -.............. , ... ..,_ 
fiUf- lUI. • .... , ... 

,.,_ 
IWf\IU( .... ,rua ........... .,._, fl 6 .a. 
IUI ....... UWM N6na. 

....... Ml.&ft- ..... " .... 
.. ,_ 

•• ,., ••nne- • .. ,.,._ 
lll\'!llll , ... .. , ••• ...... •.-tatiMII•6 ..... N ........... .,II.U,... ,.,_, 

~ .... -...,., ..... "' ....... 
IIHli.( URe,IUMI.I ... ,t .. 111,111) N 6 ... 
IU....-n\Y Ulte • N 6 ftiMU 

IML , .. ULLn • -·lt IIIII • N 6 ti.IU 
,., fN IUIIH • • .. "' .. 

"· , __ - ........... .., " ... u. ... J .... u 
'iMafa• - ...,." INti fl 6 tiiMU ·--- .... , .. ,.,_ 
Tt&.IRMI c... - ........... 

,.,_ 
..... 111( ___ ...... , .. '-
ILM • .._, .... N 6 ._. 
OiNl ... ""' ...... ,., ... 

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

.,.." .,.-" 
.,.-" .,.-" 
.,.-" .,.-" 

~ .,.. . .. ,. .. ,. 
.,.,.. .. ,. .. ,. 
"'-" .,.,.. .. ,. 

~..,. 

AHil I~ ,,., 

.,.... 
..,. ..,. 
~ ''-" 
.. " ... , 

1- ~ 1 ... m.,. 
.,... .,.... 

~..,. .,..,. ..,. 
""" 1'-'6 1'-'6 
.. 1, .. 1, 

110.10 1,..1, 110.1111 ·-.,.... .,.... 
..,. .. ,. 

:11, 'tft '"" 111.10 """' - """ ..... 

Regraded Uclassified



248 

FI._U!. UA'I!J!IfT --· PIIU !l!!!, ITAliM ........ !W" 
I( _ I• Ifill IIT IN YU IlK ... 
It; ~ l 111 1lL (ffiMTU .Utllll ...... 
,. _ ,.. u.u ..... 

IIAT, 

... 

-· (IOIUIIIIII•) 

,, I,- (""IU) .... 

ID- ( Ollfl!tU ) -
.... 

IIUCIIIniOII Of AJITICU Cl« I(IIVIC( 

l .... • .. ....,U• I J .... IU N J ftMIU 

---·· - ..... " ..... - " ' .... u 
Th.anlel --UtiH H ' tiNIU r......._ ...... .....,.,'" ..,"" ,, ... ,.., 
a...n.•ll(---.rue.&tlftl,l••"•n•.J " ( -u. --·-.. .. ,._.. CM& ...... LU'I' • _,., ... .. ' ..... "' ... -.n.... • .. , ..... ----·-·-, ..... .. ..__ ... _ ... -.. ---·---.... ,_ ...... <-..·-·-· ......... ) .. ' , ......... --· .. ' -.. OlriL •• ML&IY • _,..,, 118 .. H 6 ..... ·- .......... . . ", ..... ,. -··--··-·-··- .. "-- ••• lA... .. ' -n..., ..... -... Nlll •• ' ••au 
..... IU(-.. -· .... -~ ... ) ,.' IUiftllfn' ..._ IM.. H 6 ..... _ .. , .... __ -.... -.. •••• ... , " • ,. '-u --.. ·-·- --...... ..... ---· .... _. * .. --· .... _ • .._._ ...,.,,., -. .. ., "It •••u 
, ..... Nf -U 
II .. L Ill .. Mill N If .-.a 
oon--.. .. .. _.. 
•• •· ... ,, "''" .. u 
••~n••• IW"Itl -. ..,,, N 1 t HIIIU 

10.'11 

I( 

• a.,. 
"'" '"'' "" .... 
a,e.ll ,.,. 
ltU 
"" . .... 

110.00 ,.oo 
Jl,,. 

.. ,. 111.00 

110.00 
,.00 

"'" .. ,. .•.• 

JIJ.!l 

"'·" 

..... , 

Regraded Uclassified



, lllf!dlli11 .......... 1!!1.•• - ..... ,. •.• 
I[ . lllfU4 UUNtU PKIIC 
It .. IJIYI'l UtiL'Ufl l • 11111• ,_... fill-,.. • ., . .... 

'IUIIL Iloilo IIUCIIII'TIOI Of AIIIICU 011 lt:II'IICll .. , ...... --· .,. ..... -· .... _ .. .... .. ,. ..... _" ___ .. ,.,. ...... 
- "=------ .. -..... .... _. ._. .......... ,._ -- ,.,_ ........ _ .... __ .... " ,., .... ..... " ,., .... ............. " ...... u ...... .. '-... on-.••• NlttUIIU .... .. ,,_ .. .... ",. .... u .. " ... ....... .. ,._.. ... .. , ..... --- ,.,._ .... .... _ ... .... _ ........... " 

,. __ 
...... " 

,_ ............ ......... .... .... _ -- ,.,. ..... ·-- __ .. .... -

, .. 72 1-.72 

... 111o72 

''"" 11o72 

'"" 10.71 

'"" '"" 
10.71 

'"" '" '"' 
Ill 

~~- H , 
~~-,... ,... 

""" ".,. , .... .. , ... 
~~- """' ,... ,.. 
"·" .... ..... ,.... 

110.11 ,,_ 
,.oo ,... 
n.50 ""' t ... OO ..,. , .... 

1llo110 II-,.oo ,... n.,. "•" , .... .. ,. , .... ..,. 
It- -,... ,... 
""" Jfo5t , .... .. , ... 
lllo. -,... ,... ,.,. 

""' , .... .. ,.... 

_,. 

Regraded Uclassified



'ttMCut. f!A!RI!! !"! ••• IZQ P!!!, 11ALIM - IMI. WW!f 

K .. I•IU~ u uNru urc:•• 
110 .. IU YIM. [ UINTCt •c•u•• IUI.III 
"' - 1'110 .. , .... 

.. ,. IIUCIIIniOI Of UfiCU 011 .IYICC 

11110 ( I.IU - ) ITo ,lllll•ttH 1 4111Mtlf 6 n•• Uft'll• N I "'• ..... ,.u ................... 
OM&. Nit ...... " ... _ .. ..... _ ..... 

" ........ ....... ," ......... .. .. _ 
••• fMI11entM ...... ' .......... " I ... 

IIIII\ '"' "'• MIN N II ..... .. , ......... .... ._ 
wnt -. une N tt ::-:r; 
... , 1 """u ,.: ... II -... ... "• •••• 11 ttiMI llftl N I ttMIU 

••=t tiiTI L ....... ,... ••• , .... I , .... , . 
VATII "7 tlniU 

II Ul()!IIA (Ill IOU) "· TIWUI .. '"'"" Ill U VIAtr.UI & l'htll lllt10111 ltOLH. , Wnu PI 
"'IUIIUCI tnntu rt ) tiiMU 
f tlll WATtt ,, J tiiiiLI 

IT. Twa• PI J UIIUA 
Oll&.'f' WUPAII I ITIII tllflllt, .," .. ,. ' ....... .. ,"·'·""" .. 

WTh ,. 7 , ..... 

tll"'WI I (1-tiM) ''· , __ .. ' .... u 
IULt tfaiUII 6 n. ltnltll,. 111\ ..... WTU J 
•tl'ftMIIt: ""u• " J ,..., 
.... WtUNffiUIU 

(-, .... , 
''· ....... h a.u Itt ...... N 2 ftlliiU 

-~·' ..... ~ .. "." 2 " .... 
__ ,.,__, 

.... 

27,.00 m-oo 

21'-00 21'-00 

'"-00 
·~0.00 

' ·'' ~.., 

1112."' '112·" 

... 
'""" 1112-" 

'""" 
..,.. 

"""' = ..., .... ... , .... , .... 

..... , .. ,,., 

IIC 

110.00 110.00 ,... ,... 
J7•" ,.,.,. ·- ...,. ,_ .. ,. 

11 .. 00 11 0.00 ,... ,.00 

''"'' JMO 
101.00 ..... too ... . .. ,. 
,,... 150-00 ,,..00 ,, .. 00 

ltU t;;:;; '''"" ,,..,., ,,,., 
' . •• I 

"'-" .... 00 ,,,.,. 1,Ht.l1 
._ 
'""" 

,,.,. 
"'-'1 -.oo ...... 
''"" ,.,-.. ,,.,. ,.,. 

'""" ,,... ,,... 

... .. , 

Regraded Uclassified



251. 

, ....... !pill • 111 .... ITI!.tM- DMIP !Wtf 

ll• l llfl"- .. ,. ... , .. un•• '"" '" ,,., 
11C .. l t 11tU. (tfi""'U • ctlll• u..-
tit• PliO U.H , . , .. 

MT, -lf'TIGI 01 UI'ICU Gl .IIYIGI II II) 

(llouou"oo • J "· ··- ... _ .. ,,_ "· ·- ·---·-a...- ,.... ---.. -, .. _ .. __ , ,..,.. 
( ........ - ... ,_ dlb I&IC) ,.,.. ....... , ........... ) "· 
__ .. ,_ ,.,.. ,... ,.,.. -- ,.,_ 

~ .... -- ,.,_ Mow ,. ... ----- ... _,__ ,.,.. 
,_ ...... ) ... -..... ~·---····--· a.:: ....... ..,_ .., ..... ,._ ,._ .,.... 

-fUll 
,.,_ ,.,.. ,.,.. . ,. ........ "' .... , , ... .. ... .... 

••• ,_ .,.... -......... ,. .. "' ...... ·- ·-.... ..,..... .. "'" .. I r•a ,.... ,.,.. 
bll'l'lllll'f •• ,.. ........ 

,.,_.. .... "'"" 
, ... 

UIMil ( - ' "-"' r ... J ... ....... --· "'"-" -- '-A '-A , __ 
(a11•t1 • _. ... uu ) 

,.,..,.. , ................... 
"t ·-" 

, ... , ... 
~ ....... , .. .. ' - ·--.... ....... '""_.,.. ,,._ ......... " ....... .. ,_ .,... .,... 
.-.~ •. ,..... ........ ,_ .. ·- J,W!Lw "- ,,.... 

lO O.ou ) "· - {IMou .. _ ) 
,._ , ... 

-" 

Regraded Uclassified



,,_,..'P!P"! 
......... ITALI• - lt!!IP f"'ft 

I( • I' fUM. an•MnU 111'1-
1: .. IliU M. (lfiMtll ..... J ....... ,. -,.. ... ,. ..... 

1(-L -11'1- Of UTICIU Gl -1111 

( .. oew•l ... - , ... ___ , -........ ,., ___ ,..._ , .. _ ..... _ ... _ 
0 , .. _ , "· -~~ ·--1 -·-·-~--, ... _ ,......... , ... ._. , ..... , "· -- -- .. ,_ 

(LII A-to) .... - --· ... _ --·- __ .. 
I ftllf\1 

(Lot ....... , .... - ........ ... _ 
"''.,.._ . ._ • ...... "I 

.. _ 
' '"'""• oeo,J "· f-· tel Plll'tMI WM••• -.au .. 

... 111'11&1CI I .. ILMI , ...... .,. ........ "' ... -. ...... 

t: , .. ,...,. 
t; , . .,.. 

~ ,... , ..... ,..... . .,. 

APIIL 1 .. 1,., 

.,.. .,.. .,.. .,.. .. .,. .,.,.. I.JII$M ,.,.,... ,..,.. .,... 
·~ .. ..,.,... 

, ..... , .... , .... , ..... , ..... ,..... , .. 

Regraded Uclassified



NAVYDV~ 

Ol"'"tC& M TN& NYIIM'IW• ....... A.L 

WAeMI..riOK. D.C. 

J)M,r Ill"· 8een"U71 

I QlliiNaiaM -'1T ,_- kiM 
DOte ot Api'U tile Utll, t ..... ller dU U. -
oloAa tfta .... 1'1 .................... U.•t-
~--.. tv --· tlld - tuM -=f UllaL 
allle· 

n ......... .._.J')M' • 
w 11oft --= aaaut•at au,..,., ..& - eu­
... :IT dtll .,. ft111:t 1' .... 1a u. -* f/6 .. 

~""' .... au.t•~-----­Uo11llllall, I a.aa_. U. w 'OU1 aUU liD -
or 1.- -laW 1a Jftb'- tlld ua 'llaal te 
vl• la - au• win u. .-u. llni.-1 
DltdMPie#a. 

_,I _,_ar.,. .. ln 
..uu ..... to liD at .., tllftMr &Nl"- to 
,..,. dtllla ... :JRDI'• 

r-· 

!lie JII>DON\lD JlllllZ7 krpeJ-
!IIe 11Mzo4U7 f/6 tM 7t ·eM·-· D. 0. 

Regraded Uclassified



.. u • 

....... I 7 CO 

_ ........... , '-% ss ... 
9 9altl'-- 'I 9 •• 1 ..... 

f.' 7$ •• •• •• ----... ,..... .. ............ . 
rtd·---fiiU? ....... . ............. ......; 7 

• I • a 

... 0 '·~--- ko • • f/1.. ~ • • .. 
• ---- ,... J 

• a 

' 181 ') JL; .. ,. 72 ~ • 

• ... , .. 
... ,_JI9aq .......... . ' 

• 
, • I ( 

' 
. 

\ • • • •• .. 
' • .. _ 

\ 

• 
I ' 

Regraded Uclassified



TREASURY DEPARTMENT 

DAn lprll 18, lNl 

to Jtra, nots 

1tr. llorcothau 

Pltaae baYe Jer..a !ba.paaa prepare a letter fer 

.. to tu S.ontal'f et Wv ICIIIpU...tlJII •Jer Goenl 

Buft• oa the wen w1t1e1a • au • till ua1 .. c~u ... 
I alao nat to write a letter te tall ... ntal'f et till 

l&'f1 OCIIIpl'-\bll AWn! ..... - till Wft ~)l be 

haa dOilt • till Ual- c:-lttee. 

(~ .4.J ,._ #/l~w) 

..... 
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TREASURY DEPARTMENT 

DA .. .lpl'il 16, 19U. 

Seoretarr Korgenthau 
)lr. !Cuhn 

'!'hie ia the leOODil 1t017 on Willi.aa Green' a Tieit 

to rou. The flJ'et wae releue4 em the aq that liP. Green 

o&M, but cU4 DOt get a coo4 plq iD the p&p&H1 pel'hape 

beoauae it went out late iD the aftei'IIOCIL !!w Unltecl l'N11 

aent a ttOJ'7 em lt throvcJ!ftt the oGIIIIlb'r, ad the WuUnctem 

Star ad In York l0111'D&l. of c-roe pl'iDt.a 1tori11 of 

thelJ' 01111 .floca WalhiDgtcm. 

I attaoh a OOP.f of the orlciD&l releaee em the 

Green Tieit, ill oaee TOU a1a not Ill it. 

!ttaohllent. 
• 

Regraded Uclassified



Tl\£1..3URY Dt:PAHTK£:;'1' 
'o'aehir..-:tcn 

roR IMJI.EDIATE RE'~EASE, 
Vednc&daY, Arrll 9, 19~1 . -

258 

Fraas Service 
No. 2~1 

William F, Green, president or the American Federatior. or 

Labor, thio afternoon r~omised Secretary Mor~cnthau teat hls 

orgAni%at1on would put 1te wholc-ho~tod aurpcrt behind the sale 

of Defense. Savings BondR and Stampo, The new bonds and atllll:po ~·111 

be ready tor distribution and sal~ on May 1 , 

Mr. Green caid that he intended to ieour an endorsczent of 

the :loronao 3A\'infts J:rogrru~ to all the A, F. or L, ur.icne, and 

through them t~ their 4,0~0,C~C members. In addition, he ottered 

to d1otr1but<l pe:nphl.Ot l\ pes tcra ar.d other lutormatlon t o all A, F, 

ot L. members, and to include news or the DPteneo Savings proftram 

i n A. F. ot L, publl-::et i or.a. Mr , Gr een to1d the Secretary that hn 

cor.eidered tho !'1nanoing or the dot'onoll pr·o~ram a • noble cause• 

which would oppcal to t he vorkln~cn or Amerl~a . 

'tlcthing !'auld be finer tor national paycholO!:'Y at this t iml', 1 

Mr. Green laid to the Secretary, He added t~At be vas sure tho 

A. F. ot L, unions would ... ub to bUJ Savlro,ra Bends v ltb tbelr un1oA 

runda and would also cno~~rage their ~ombern 

Seoretar1 Morgentbau assared Hr, Groen that ncne or thn 

preaaurca exerted by employers on employees ~rlng the 1917-1918 

Liberty Loan sales would be used in the ~resent Defense Savings 

errort , Tho bu~1ng or Defense Bonds and Gt~ps, he said, must be 

entirely voluntnrJ , 

At the end of the1r fiftccn-minuto talk, Mr. MorFenthau ea1d 

that hP thou~ht Mr, Grern ' a ot~er ~RC hi~ly en~oura~ing !or the 
I 

'~cccea ct th~ :letona~ Savin 
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Toda.Y '• mc~t1ng waa the t1rat time tbat Mr. Green ba4 ner 

vlaltod any Seoretary or tbe !reasury. 

-ooo-

Regraded Uclassified
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h ... .,..,, \U ,_.. •• ._ta ... w a\ 5-i/)21, Mil e\wUac -. ••'e•pf 
., J.~l/2. 

lo paro~~a .. 4 ,5,000,000 la pU hM \lie ..,...,.., -• ot \lie luk of ~-. 

, ... r•nl .. _... JaU ot ... T•k ...,...,., ••• ,.,. ~u& ot a.-a ell1ppef. u.m.ooo u cou'""' a.-a •• •• J-'--1 for ..,_, ot t~~e o.. ..... ot a.-a, 
tor eel• \o \be ... Twit .t.o- Otttoo, 

file Looodoa ailftl' prloo -. ._ta ~l/K fw ~ •' u4 I~ .Unr, 
oq-oiftloa\ \o 112.671. 

file tre&IV7'• ,_.. .. prioo lw foroip atbw ao ••he·pf a\ )51• -..q 
a.a4 ~araa•• """-' prloo for farolp allftl' •• abo """"'"''a\ }1+=)/'41. 

turo aore ao oibor ,....., ... _..'b)' u totq, 

fbo Jo4ol'al .. _... Jaak1o...,.... ot Ala'll g, llo\bl dolpoolh ot llaako ta 
Atla wi\11 \bo I•• York &pMI .. ot ~- 'lluka, ....,. \lie\ .ob 4opoalh \o\alot 
-~.890.000 .... , ....... ot .... 153.000 •1- Aalrtl 2. ••• ot \lie Clbaap ta ..,.al .. 
\Oat p~ oa \lie \looka ot \U To..,.,= ... 1o JaUio ., fork ac-7• !loa la\\•'• 
prloclpal 'ollar UU111Uoo \o aat .. u. olabo oa Japomo• '-alia ta .t.ota e\oot oo 
tollon oa AJ!rtl 91 

I 

Alrt19 

Dopootto for J.,.a -' lllaaliaaria,. ... • •• M5,001,000 
~el\a for Obl........................ ]0,91',000 a u.a.!'reaa,lllla, -· ,....., no....... 12,"',000 

I loaaa,,, • •• • ,, ••••• • ,,,,,, •••• ,, •••• •• , , .,,0~000 
I 0\ller-~ ~. ~ 'lltUo.,,,.,,, l,95J,000 

.._.,_ 
PHI 

+ tl). Jt5.GOO 
.,.,,.000 

676,000 

+ • 2.017,000 
+ 136,000 

A \roaator ot .-.. .9.000,000 oa \he •pov'o ~,_\he aoc aa fit \he !ioa\da 
\n.ocll ot u.. tu.~~aa .,..,. JaU .. u.t fit ..., heM flfttoo uplaiaa \lie ... 11M ta 
Ui>odh lor Obi• Mil ••• fit \he '" n• ta J 1 me• "eUt Upool\a. ... laaao 'b)' 
\be "ceoo7 aoooaa\ot for ._.. •20 000,000 fit \he ••u•oa ta J.,...• ..,.at h. 

1-
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FIDIIW. ll!SIR'fl BAli 
of In York 

J.prll 3, 1941 

Dear Secretary MOrgenthau: 

You will reoall that juat before 7011 wet ,..., 7011 

uked llr. Boue ua • to look lllto the 1tate of the 

corporate 'baa4 Ml'lttt. We han c1ou 10, 1uppl•e11t1Dg 

ov 01111 obeenatiou with Wol'll&tlOD wldoh we han ob­

tained ill a 11rl11 of l.atenlne w1 th repre1ent&Ur11 of 

the prillolp&l. taotore La the II&J'ltet, that 11, lead1Jac 

underwrlhrl, iuuraJloe ... , .. , •• , e&Tl.agl bub ua ·-­
uroial bult1. 'l'he enoloee4 aaorancba rill gin fOil the 

eummarl&ea re1ulte of OQI' lll~rlee. 

Bon. Btnr7 llol'l'lltllau, Jr., 

Seoret&r7 of the 'l'reu1117, 

TI'ISIUJ'7 Deper1aent, 

luhington, D. c. 
lllo. 

y 0111'1 tal thtull7, 
(Sga) J.llan SprCIIll, 

J.llan SprCIIll, 
Preeidut. 
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The preeent corporate bona •rket cen olllJ' be 11Dder­

etooa in the light of deYelopaenta in that a&rket during 

the latter half of 1940. During that period there was 

oomparatiYel7 little n .. mone7 borrowing ana a YeJ'7 sub­

stantial am01mt of relnudlng of ouhtanding IIGUritiu at 

eteadil7 lower rates. !here •• &lao no n• auppl7, after 

Jul7 1940, of laager tea frea81U'J aeovltha aftilable for 

innataant. The laGIIIIlt of -q an.ilable tor lAYeataent 

me&IIJihile ... incrKSiDg, ana innatora in pneral, and 

large innatln& inatitutiau in particular, found it 

neoeu&J'7 to inTeat lnoreaaing aaCND.ta to retain the .... 

&IIIOUDt of iD.CCIU. In th .. e Oil'OliUtallOII, priOII adTUced 

and 7ielda fell. Kooq' 1 &Tiftle of Aaa corporate bcm4 

7ielda declined fica t.8ll% aarlJ in la1J to 2.~ about 

the llidale of Deo.U.r lMO, 'lbJ.oh 1a aquinlant to a price 

in a thirtT-Jaar 3% bead of aboat fov poinh. There •• 

a lunr ac!Tanoe in .&a bead& ana a •re prOD.OIIlllcea rile in 

Baa banda. 

ill through thb period the urket had rllel'fttiOD.I 

about the riae in corporate bond pr1cea end there was a 

feeling that auch pricu nre IIOTing too high in relation 

to pricu of fr•81U'J bonda. !he lituatlon aenlopecl, 
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bowner, a.nd the .. rtet now attribut11 it largelr to the 

pressure ot innatora who n11ded inccae a.nd to whaa tu 

exemption wae not a maJor cODaideration. 

At about the tille the peak in corporate bODd pric11 •• 

reached late in 1940, the Trealll1'7 Mde cODcrete a.nd ipiCitic 

ih plane to iaiUe aalT tua'ble IIOUPiti11 in the future. 

At the 111d ot the 7ear the r.a..u. a. .. ". S71t• •cl• it. 

report to the CODgrell which rabecl cloubte about the cOD­

tinli&Dce ot the ubting credit lituatl011. laPlT in liKl 

the budget aiiHp of the P1'11U•t to C011gre1a ..a. clear 

the probable •gni tucle of tutve TI'IIIUJ!'7 financing. Theil 

denlo(aenh oontiraed the feeling of the IIU'ket that the 

long period of decllnili'g inter11t rate• •• pro'bl.'bl7 onr 

and that a readJueta.At in the HlatiOD ot corporate 'bOIIcl 

prlcu to TrHill1'7 'boad pric11 .. crnrchae 1114 would beoa. 

cliU'er 'lllleD cc.pua'ble tuahle TPI&Ill1'7 baH .... of­

tared for ale. 

FlmaeDtallr, it hu 'bea thl utlc1pat.a ucl the 

actual n .. a for thll readJutaut which hu be• the d•tnept 

factor 1n the declining trencl of high &nde corporate 'bODcl 

prlcu during the pr11ent 7'11'· S1noe the lCIIfelt Jield . 
lnele were reaohecl near the olo" at l.MO, aftftge Jielcla 
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of Au bonda baTt rileD fi"Ca 2.'/0% to 2.M$, and of p baada 

trCJA 2.9()% to 3.05%. The anrage Jitl4 of Baa bclllda 

meanwhilt baa 4eol1ne4 ruther trca 4.42% to 4.33%. 'l'hh 

oontra17 monmct the urtet belle•rea bae been 4ue priul'l}T 

to the lmpro'rlllg ore41t poeltlOil of thh grade of eeovltltl, 

plue the taot that the higher lnocae &ftllallle bae t.a.ct 

to •intaia blqer illtel' .. t ot lll't'letore able to tab tba 

rhb 1DTolTe4. 

The redJutaat ot high grade oorporate 'bolla prloee 

hu takan pleoe hal tillglf, beoau11 1 t •• not •11 tor the 

market to detenalne what the relatlonlhlp to 'l'r&&IUI'J boDd 

pri ou should be, ana the '1'1'••111'7' a n"da ud progna OlllJ 

graduallf &Ul&e4 tol'lll. Alter the lu'UIIloe of the tuable 

Tru1111'7 2'• ot 1948-50 there •• eca. a4jutaent 1n prlon 

ot oatetendJng corporate eeourltlee of about the ... e tefa • 

.l auch aore nbetentlal a4jutllllllt took plaoe with the 

iuU&Iloe ot the 2 1/2'• ot 1952-054. High grade corporate 

luuu aaturlq wlt!Wl the period oOYel'l4 bJ the two 

Truaur,r ieeuee then eol4 da.n to a Jiel4 ot about 2 ~ 

bet ore ruching u area of npport whioh p.n arq eta bill tJ 

to the prloe ltruoture. .lctuallf, the eupp}T of noh 
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aecurl tin baa been aall and holden han not pre11ed til• 

on the market, but on the other hand the priDolp&l bufera 

have been sitting baok waiting for the aoTement to run 

further i n ita oour11. 

The market appeara to anticipate aau further adJuat­

ment to be effected 117 a farther deoliDI 1D prlo11 of high 

grede corporate ltGIII'ltle•, partlcnalarlf at lcmg tera, 

1t and wbla the !I'IU1U'f lln11 a laac tea obllpt101l. 

SCIRe 1Dd1cat101l ot the probable o:npOil noll an otfll'lllc 11 

beliend to han b ... gha 117 the rat11 flucl tor the 

ae.Tinge bOilde to be aold bepnnlng Jlq lit. Hope lookl 

t OII&l'd a 3% rate, u.peotat101l lean• to a 1canhat lower 

f igure. It .. _. to be pneral.lf bellned that noh a 

denlopact would be healthJ 1114 delirable, and that ruther 

pr ice adjuatacte 1D the corporate 11ourit)- aarket would 1D 

no out be of IUoh up! tude u to oaue dlttloult aitua­

tlona, !he larger holder• of the 11ourit1u 11ho11 prio11 

woul d decline are not de .. a to be TUlnerable to euoh a 

market deYelopaat. 

bide trca thh tlmdlaatal O&DII of reaclJuat.Gt ill 

prieta of corporate aeouritle11 oertaiD other re&IOill for 

• 
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the state of the corporate securit,r market were put forth bJ 

underwriter• and investors, Piret, the market hae, to a 

degree, created its own bad psychology by a succession of 

relativelf unsuccessful offerings, during the first q~rter 

of the year. In almost every case the apparent reason for 

the poor reception accorded these issues baa been pricing. 

Cot~pared with outetanding issuea they11ay have appeared to 

be in line, but they we.re not attractive to b111era who, all 

through this period have been anticipating higher yields on 

such securities . Under these ciroumatanoea, the tradition­

ally successful way of testing the market, and of helping 

to create a better psychology baa been to price one or two 

new issues on the low aide rather than the high aide, in the 

hope that their a.ttractivenesa will 1ti11ulate buyer intereat 

~d clear the ataoaphere as to the current level of yields, 

(This is approxl.aatelf what the Treasury acoamplished with 

its recent luue of 2 l/2J bonds of 1952-54. According to 

the market , this is not now poseible when pricing is done 

under the shadow of the Securities and ExchAnge COIIIII.iaaion, 

with pressure, actual or imagined, to obtain for the borrower 

the highest possible price which might be squeezed tram the 
IW'ket, 
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Jleo related to this question of pricing waa the criti­

cism of the practice of the Securitiea and Exchange caa­
mlaeion of requesting an indication of the final price 

amenchenta to regiatrat1CIII 1tat•ent three or four daf• 
prior to public offering, which inYolYea at leaat a moral 

c01111111 taen t on the part of UDdtl'lll'iten to go through 1li th 

the deal at the price• nuecl, enn though urket conditlou 

change 1n the intenal. .l third cr1t1c1• of C~11ion 

practice, whloh it ... claiaecl 1nterftrtcl with aucce1aful 

offering and a&Pketiac of aeouritie1, wa1 the occaaional 

dcand for lut minute aubatantlal changaa in offering•, 

which could han bem ucle claJ• earlier. Thh haa cauaed 

delqa and &l.terat1CIIIa 1n otftriAca which toot the •t-

out of 1ell1ng groupe. 

The urbt &lao belitYta tb&t the d•lunt part plqtcl 

b7 the inauranoe r"Bp'nl •• u purobaur1 of corporate It­

curl tiu IIU:e1, 110re lU:tlT than alght OPdill&l'l)T be the 

caae, the txlateaoe of a ,.neral an4 aooepttcl attitDdt 

toward auch obllgatlona. ID. the oaae of large hauea, par­

ticularq, it 11 probablz fair to 11.7 that u the 1nauranoe 

companiea go eo goea the II&J'bt, and thq han bem holding 

back fraa purohaaiag corporate aeouritle• at exi1ting Jielda. 
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The pr esently resist buying any such securities below a 3% 
yield because t hey say the greater part of their outstand­

ing insurance contracts are based on the calculation that 

thsi r income will be at the rate of 3% per annum or higher, 

and they anticipat e that the level of yields in the corporate 

security market is working up at least to this figure . 

It is not believed by the market that its difficulties 

durin& the past three t~onths have held back a large amount 

of financing which should have been done and must now be 

done . It is generally believed that with the checking of 

the do1mward trend of interest rates, the recent era of 

large scale refinancing is over . This is no t of particular 

concern to the ge~ economy, at present. New money financ­

ing he. a not been eought in large volume and it is market 

opinion that only a relatively small amount of new money 

finan cing is in prospect, particularlJ through the issuance 

of non-equity securites . Same need for new money financing 

by public utilities 11as mentioned and same continuing appli­

cations for working capital loans, in ono and two million 

dollar amounts for periods up to ten and f ifteen years, were 

reported by insurance companies and banks. 
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In oooolualon, lt alght fair}¥ be l&lcl that thh Olollftll 

of informed opinloo indicated that there h nothlug fund&­

mentall7 wrong with the oorpol'lte boocl .. rket which ea.e 

further moderate prloe acljuataent ancl a little tiae would 

not cure; and that .uoh adjuatamta aa are ocmt•platecl ~a 

not be lnjvl0111 to the bulneaa and oredlt elta&tlGD. 

There 11 & caen.l belief that the i'P•111l'f'• flloal 

pollq uul ftn•nolng operati0111 are Dft tha aoat Japortut 

lntluaoe in t:lw oorporate nourlti11 Mrbb, with aeoond•17 

apbaeil on the oredl t aupply and oredl t pollcJ ~ I&Joller in 

the Jill' thll'e appears to have been a fair}¥ wlcl11preai 

oplnicm that the large vol1111e of Treaaur7 financing ln pi'OI­

peot 1:ould require pi'OgreuinlJ higher rat11 in .uooee4-

lng hau11 of aeovltiee, and that rat11 in the ~te 

ncurU~ Ml'klt nald han to go up corr11pcwlhgq. !1111 

oplnioo baa beiD preUJ well dlnlpated 11 parte of tM 

TI'MIUI'J' 1 proena han becc:ae lmcnm and aa tJa. I'IOIDt 

financing pollol11 of other cCIWltrlea han bHn ataalel. 

It h nft bel1wl4 that the ... eaa&I'J lufthll' a4Juet:Mat ln 

the corporate booclllll'ket would be forthcOIIlq talr~ p.-ptq 

it tha TI'I&IIU'J Wll'l to l11ue a bcmd at long tea (20 te 80 

Regraded Uclassified



- 9 -

years) ud thua to .. t the field on a taxable Tr•I1U7 

obligation of such JD&turl tr. (Subsequent changes in tht 

tax etruoture would, of course, affect whatner lenl of 

eeourit7 prioee and Jlelda aigbt now be e1tabli1hed.) The 

speed and eau of thll further adju1tment would be taoill­

tated, it •• 111Li!oN1J felt, U the TU&IUJ7 could gin 

ec111 clearer lndlcatlon of ih approxiaah need of tunda fra 

the urltet dur1Jic the next .tboal Je&r and of the appro:rl­

ute epac1Dg of the l11uea it weald otter to the 11111rket. 

It is real1ae4, of ooarae, tbat th11 1DTolves consideration 

of the IIIOWit of tu retUI'Ila uder exbt1ng and new tax 

leghlatlon, and of the •OUilt to be realized through special 
~ 

iasuea end throagh'lnle1 of Sarlng1 Bond•, but there h hope, 

nenrthele11, that the 'l'Pe&81U"J' will gin a lead to the 

arltet. 
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TREASURY DEPARTMENT 

sntorLT OOllriiD'l'IAL 

Flll ro)lOrtll 

.l.pr11 11. .lt of March 21, 1941, Snlet bdtAoet at the Ohaeo 1A !lev Tori< 
voro *JJ,422,22J • 

.l.pr11 11. .la tllrU..r .n.....,. tbat 4o1lar balanoeo 4or1T1Dc froa 111\o,..h 
o! ou.u booeflol.arl" of -t.a '''-"' aro btl• uo4 for tho lllPJ>Ori ot u.. 
GerMil Cooaular oornoe La thlt -tl'7 lt a "'110'* ,.,.t hl\a Vlocl-nn uo4 
$111,000 of OllDh -· after ..-1'-tloa vlth tba o. ...... 11Ueao7, for tba JIIU'­
chtM ot a llll114LDI La lu '-l•oo for the uo of tht o. ...... Coaaul.ate. !be 
arraa,•oah ,.,. _.. liT 11114-en Ulrou.ch ~or loooi an4 aa Itallaa ....-ce 
con\ractor an4 'J'OUU.-1 fl.caft, JA II 'bl.T S7h ... tor .I.D4r1ano, foi'MI' l'olloe 
eo..ioolo .. r; the 'lloalW• le eal& to bo oltnato4 1D aa arM where coDRlatot 
aro DOt poralUtll, 

.lprll 12. '!be .ra,.....o an 'lloq1JIC froa .JOO,OOO to $5(10,000 worth of lar4 
!roe oDt of the larp peowac lloUot 1D Chloaco, pro'babl7 Oudah7. 'rht l'aoiflc 
Vocetab1e 011 Coolpot.JIJ ln laa rr-teoo bat rocont l.T rocol,..4 •100,000 free the 
lopaoooo o.p.l,..t a aa1o of 9,000 'barnlt of lar4. 

on roportll 

.lpr11 7. lonet ntftl. bot" la tba hoifio an oal7 potolltlal threaU, 
bart.oc -" uelll \o da\o ahloflT for - _,..,. aa4 boiac rlolto4 onl7 
occu loll&ll7 la wiD\ar liT flTlac po.\J'Clt: an e-Uon lt the boto at .Lnocl7r, 
wlalch lo at the ... '- ollll of tiM ...., alr Unt \o Moecow an4 pualle1o tht 
lonhorn Sea loah; at .lnt4;tT a per nnt .Ul~ alr4r- h boiDc enc\111 
aa4 l t h aa14 to 'llo tba - ooatar for a far .....U...... 4ofen .. area. (.Lnocl7r 
lo (lllto clooo to tiM nuna Ooeat oa the IarS., .... ) 
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AmtiiiN•MY, 
WAI.IIIOTOII, • • C. 

PBflSOIIAL ARD 
SECRET 

lllth April, liiU 

I eaol- ben1a t or 70111" per•-1 

8114 ••ont; 1atoNaUoa • OCipF ot t;be let;ed 

report; reoe1Yed rrc. :toadoa oa the 111U 1lu7 

dt;ueUoa. 

Bellew •• 

lleu ... leoNhl'1o 

Ye17 •1aoer•l7 JOUr8, 

• 
J1ea17 lkll'patba, ~r., 

• 
lai1W lt;atea !Na...,., 

Wa8biqt;oa, D.O. 
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IIILITARI Dn'I!LLillEIICE DIVlSIO:. 
\/All ll!i'ARl'l!ENf 

'llul\ineton, April 16, 1941 

UNTATIVB JZSSO;:; llULLETIII 
llo. 92 

G-.2/2657-235 

The Wormat1on contained 1n this eories or bulletina 
11111 be restricted to itoms i'rQII o.rticisl sources whl.ch are 
reasonably conlin:led, The lessons neceeaaril.y are tentative 
and 1n no sense ID&ture studies. 

This cloeument is being g1ven an approved clistributioD, 
and no a&Utionsl copies are available 1n the llilitaey Drt.el-
1~nce Dirlaion. For prorlaiona &O'Iern1n& ita reproducti.oa, 
- Letter TAO 350.0S (~1~) ~8-lf. 

Information contained 1n tl\ia bulletin was caapiled by an 
American otticisl obser"~er 1.n Berli.n 1n 1938. It is pnbH•hed beoauae 
of its conti.nued applicability as a slnl&l')' of German priDciplea . 

2. CO!.liEln' OF OBSERV&R 

-1-
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P.!!S'!!UCIEll 
OERIIAif PRiliCIPLES OP OIKWilUTIOH 

l. P!!I!!CIPLES 

A careful analysis of Oeman or-ganisation lead.o to the con­
clusion that there exist certain !'undJiment.el. principles upon which all 
Oeman organization is based; that these principloo haVe a direct beartnc 
on Oeman tactical doctrines; that throuah the application of these 
prinCiples, rigid adherence to tables of organi&ation becanes UN>eces­
aary, and tactical and &diDinistr•tive tlexibUity 1e achieved. 

These principles may be claasitied as follon: 

a. The Binheit Principle or Omantution 

Under the !inbeit principle, a atanda.rd unit group 
with atand&rd organization, training, and equipoent 1e taken aa a 
beaic unit to be included 1n all or-gantutiona or the 1Jw;f 1111ere ita 
usa 1e applicable, It 1e found in the bade group, the sii:D&l :t!:!!Bl, 
the ccabet and field train, and in the atanda.rd Uiht cGl18111. 

b. The Principle or Tactical Solt-sutticie!!Cl or Ccabet 

Aceorciin& to tllie principle, each ecabat unit or tbe 
German A'lfrr¥ - trca the bnaic infantry group to the eanplete 1ntantry 
dirlaion - 1e so organised and equipped as to be tactically self- • 
au!tioient for the purpose of accCIIIpliehl.na ita local c0111bet maaion. 
A corollary to this principle is that each ccabet unit oball coate.in, 
as or-ganic -.-nt, all supportl.na -pone 'ltlieh it babituall7 re­
quires to aeccapliah its local caobet lliesion; eon.,.rsel,y, the unit 
eball. contain aa or-g&Dic ~t 110 -pon 'llbieh ie not h&bituall7 
~tor ita local COIIbat. 

c . ';'be Principle of .lla1niet.-the Sel!-sutticiei!Cl of 
c..be t !!IIi ta 

'l'b1e principle requires that each tactical unit reapco­
sible tor acW1n1et..t1on be so organised as to be independent ot the 
personnel and treneportation or tbe next hia!ler unit. 

d, The Principle or the yt.rch=Ca!bet. Group 

11nder this principle, e;lch diviaiOll or silo1lar unit 
1e so or-ganiaed that it can be broken up into two or aore baaie ll&rCI>-­
eaeb&t. &raupe • 
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e. The Use of 'l'ri&!!S!!l&r and Square l"ol'l!l&tiona 

All units 'llhoae taetie&l .,.plo;:,ent 1s buod upon !ire 
and movement are organi~ed 1n tri&n&Ular fol'l!l&tion, ..,Ue all units 
'll!loae tactical employment is based on ahoek action alone are organized 
in aquaro !ore3tion. 

2. CO!M!!IT OF OBSr:RVBR 

Stnoe a.U annies are b:r t~oir very nature organized &J.ona 
aimUar linea, it is a difficult matter to eet dO'I'I\ 1eolatcd principle& 
of organization for a particular 4l1JIY. It ie &leo difficult to say that 
one ar.y differs i'raa all others or that it 1e euperior becauee ot 
adherence to a principle or a set ot principlu. T!lese diltieultiee 
are particular),J- great 1n the case of the <A"""" Arr:;:r, 11bere organi­
sation ie appa_,..ntly bound b;r no eet rules and w!1ere a table o! organi­
sation 1e no more than a to.porary :=-orandllo. 

The Gel'l:l&D aind, h<Mtftr, is eaeent~ logical, and Gel'IDAD 
organi.ution has naturally followed a clear-cut line based upon cenex­
t1ona or sound military t;'lin!dn& . ta.reful anal,ysie and thorou&h atud;r 
ot paet and present Geman ort;anizat1on lead to the very defi.D1te con­
cluainn that there exist certain 1\L~ntal principlee upon ~b 
all Oennan organization is based J that these principles have a direct 
bearin& on Oeroan tacticel doctrines, and that a etudy or these pr1n­
c1ploa reveals the or&auizational means b;r Which certain features of 
German tactics are made possible. 
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II.I .D., W.D. l2t00 M. April 16, 1941. 

SIT!JAUO!! RIP!J!T 

I. Western Theater or War. 

!1!.• Oerun. Laat night stronc attacks were made 0\'llr 
northwest an4 northeast England an4 over northern Ireland, where 
Bel!aat wae heavily raided. EstiJoated total scale or activity 25~ 
)00 bo.bers. 

... liel. 
British. Norw&l ni&ht oftenai'ra actiYit;y rocuasl.nc 

II. l!!lJ!!n Tbt!ter of W!f. 

Ory!plt Ital.o-Or!ek frqlt. . It.alJ.aD rorcea line occupied 
Iorita& and lraelat, 20 .U.a t.o the aouu-at . lQCOelaY actiona 1.n 
the Slcutarl reclon ot nort.benl Albania appear t.o be ot a lliDor nat.are. 

Clr!'!!!!!::lll'ed Iropt.. o.r-n S.roope line I'NCIIed 
tile watarn and ot SiaUsta pus t.o tile aoutbwat. ot loc..U. OrMk 
and BriUeh forces hold a l.1ne tNa the AeCNn Saa near 1ft, 0~ ••twrd t.broucll Servaa. This line baa not. ;:rat. been aeriOUIIlJ at.­
taolted. 

IugoelaY Iropt. JUcoslaY r.sistance appean to be 
dia1.n1ahinc rapidly. Oenoan troope baYa occupied SerajeYO. It.alian 
troope ot the Second Anl;y haY& occupied Sp&lato. It 1a belined 
that orpnbed YIJCO&l.av resistance can be ll&i.ntained tor ao.a U.. 
lcnpr, but cn1J 1.n the arM cat~tanavo. 

&!£• Qerpp. Str<:nc cloae aupport ot croand forces 
t.broupout the theater . Ccuidereble atretecic bc.b1.nc· 

u 11 ed. .t.t tacU, probeblJ 1.n ..U force, cl1neted 
apinat troop!! and eCIIIIIUfticaUona 1.n the Greek ca.bet. acme . 

m . lled1terraDe!n -s Atri* D!Httn or Jar. 

!!!:2!!1!l• Borth Atr1ca. 1bl o.r-n Hi&!> c~ -· 
thet. Brit.ieh ~forces aupported b7 ,....111pe have beec rwpulaed 
1.n 111 uaault em Ax1a poeitiona at. Scllua. There 18 ccmaiderabla 
aYiclanoe to auaeat that tM Oer.m lldnDce ... t tNa Sollua baa 
beaD at&Ued. The Brltieh deten• lin .. at. Tcbruk et1U hold. 

6k,t Axi&-'~s b.....S Tcbruk baaYilJ. Sharp air 
ti&I>Una ...ued. 
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Secretary of S~tc 

'Vaahington 

ROSH. 

1450, April 16, 4 p ,~. 

GRAY 

Strlln 

~atcd Aprll 16, 1941 

R co 1 d II1S8 p.n . 

By order of the G~an authorities the DUtch 

Finance Uinlatry haa announced that bq;inntnc ···~ 1, 

Anerlcan shares listed on the Ducoh stool: a~!-•nsc arc 

to bt oona1dcred as foreign funds ln the D<nsc of the 

foreign exohansc regulations , This neens that after 

... '1 1 A1'!er1can shar ts ~ay no lonlltr be dealt in on the 

Dutch atool: achangn, .. 111 no longer be qnoted, and 

oan be bought and sold only with pcrmiaain"' o~ the 

?ortlgn Exchange Institute. It waa prov~dtd t'-r.t tn 

the interim period troo April 4, the datt o~ ttc order, 

to i'ay 1 tl'adt ln A.,crican securities could '> t carried 

on as follo11a: trC>:"l Aprtl 4 t., Apr11 8 inclusive trade 

J)tr'lllttcd but no ot'flclsl quotations; friXII April" 9 to 

l'ay l trodc nnd oft1clal uototiono otmlt ted , Pcraona 

atlll posatsslnc A-.cricon seourttlta on l'a:r 1 "111 have 

no 
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JI-2-#1450, Apr i l 16, 4 p. m. from Berlin 

no legal means of disposing or them until after thE 

war unless special permit ls obtolned from thE 

Foreign Exchange Institute. 

INl'ORI: TREASURY • 

l!ORRIS 

JRL: Uo!S 
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April 17, 1941 

Th~ S~cretary called the President at 10:30 today 
and the following is the Secretary's end of the conver­
sation: 

•w~ bad the first and second meetings on taxes . 
The first one was secret and was held at ~ house yes­
terdaJ, and this morning we had the second. The aen 
just left . I had George, lalsh, Vandenburg, Daughton, 
Cooper, Crowther, Treadwa7 and Cullen. 

"They all agree on the OYer-all tba t we should 
go after Si billions . .la to the method there ia an 
argument. Each one haa his pet. 

"Yesterday, George and the others thought that 
you should hold your fire on the message and wait and 
see how it went. Vandenburg and Treadway were very 
~mphatic . You told the story to the people on National 
Defense on everything except the money and if they are 
going to carry the ball they feel that you should break 
the lee . 

"I am going to have a press conference in a few 
minutes and it all got down to how little I should tell 
the press. Should I say that they adopted the two­
thirds and one- third? Then they will aay 'ihat will 
it mean in new taxes?• . • 

"Oh! 

"Say it means Si billions and then atop there? 

"Can I aay that ~ou will make your views clear 
at the proper time and 1n your own way? 

"We had a very good meeting. 

"Row are the German measles? 
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"ll;y father ia ghing us a party on Saturday 
and then we will go to the Farm on Sunday. 

"Oh, I didn't know that! I .. Y ask for a ride. 
I'll aee ." 

* * * 

1t the conclusion ot the coDTeraation, the Sec­
ret&rJ dictated: "The Pre1ident 1aid that I 1hould 
say how auch 1t will Man in dollars, becauae they will 
guua the wrong way; that I ehould tell thea it will 
coat st billlona, and tba t the Prelident, hiuelt, ill 
hie own •Y and at the 11roper tiM will haYe a011ething 
to say on thia subject . · 
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W.J.s.v., 10145 P.M • 

.t. pl~ tor h1gher talDU and a aon to 1t1p up dltenee p~duot1on 

0 .. , out ot Vaeb1ngton tonight. The plan aeke tor a }T.J 1noreaee 

1n t axee. It 1t gou through 1t will .. an thet enr:r aan, woaan 

and ch1ld will ban to pa:r about f26.oo aore to help Uncle Baa. 

11100 P.M., v.x.A.L. 

!be announo-nt that .U e&let1q tu ratee Wlll be illore-4 

troe 25 to 50 pei'Mftt wu M4ll tod411. 8eoret1o17 llorpntbala 

announced the tu Jtl•• after a oonteNDOI Wltb hllate. and 

Congreu1onal leaden. 1M l'reddellt 11 to !lab a talk to tbe 

people 011 the eubJeot. It 11 la1d tbat t2 out ot/IJ'::..., to• 

national 4ehiiM wUl lie fl;..,, tu, the otber 4oU.Z. vUl 

be borrOWI4. S.lM 11'9)'1q WU aliO MDUOIIId at part ot tbe 

propoeale dratted b7 tbe freatiP7• D11ol- ot tbe p:ropoeall 

w1ll be W1thhel4 pell41nc bearlqe b7 u. Va;r1 aD4 ...... eo.lnn • . 
fbi pNMDt tu ltl'laOtUN wU1 be Ulld at a baM, JlaD7 11ft MtboM 

are euge1ted 111 cu oolltone1. the oont1n01 an 1ll h1l iiiP u 

aent w1tb ~. Xorcenthla'e eacg~et1one and tbl aaouDtlo --­

fwo-th1r41 Will MOunt to t12 b1111on plu, wh1.ob lean• tbe 

Treuur:r 13 b1ll1on plul ebort or 1t1 goal on hdpt ut1Mt01. 

In add1t1on horetal'f llorpntbau blntl tbat peraonal IDIIIJlt10ne 

w111 be reduced. beiiiJ)t1one wUl be eo lov tbat •an:r pereon1 v1:lo 

bne Dl'ter pa1d tun wlll be 1noludl4. fbi 1~ dlten11 tax aleo 
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U7 be ra1el4 f1ooa JO to 50 peroeat all4 a PMNl Nlee taa 

U7 be ltYlldo DousbtOD aaJI, lf 810111~1 I paeral Ialii 

tax and a tax oa PITI'Olll 1117 be r .. orhd to. Douptoa aleo 

eald hear1nge a1cht etart next nell:. The beat'1ap WU.l be 

dtla¥14 1n order to gin tile Pra114ent u. .. to prepare hie 

1111ap to the people. horatarr llorpatua 41•oloe .. tbat 

.. 

the procru aleo bae ... 1pa to praftat unauoa liJ' t.U.C u. 
aoner f.- tbl people 1a or«er to ll:eep *• f.- 11J1Q1UDc u. 

00000 
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I OL - 7•00 Tlmradll,y, AIJI1.l. 17, 1941. 

Secretar,o llorpnth811 Mt with CCCII';l"eleiCMl. aadorre in aecret , 
cloaod oeeoian and onnounced eo adwalce otory an t.ax """"""· Quite 

a otory 1 t waal 'the total rnanue noeded wiU be $19 b1ll.ion; 2/3 or 

1 t wiU be on •pay ae you co• basis and tile other 1/'J w1U be borrowed. 

$12! billion in tax rn""ue ie tbe rool, with $9 billica now CIO the books. 

c~·· 1e to prcm.de $)t billion in taxes. flo detaf'l.e ....... gt...., •• to 

tho additional taa... IYarytbin& was d110114eed....,. a llllee tax. 

Kr . Korl:""the'CI -. oppoaed to the aal.ea t.ax. He etatAd tbat a 2 perceot 

sales tax 'IIOIIl.d produce $400 llillion a year in r-ue. This 1IOII.ld be 

a eal.ea t.ax wit.b tuel, clothing and DOdic1no oxeapt. The incc.e leYel 

lll.ght be lowered to include aoro ta.xp..yoro and the surtax rate ·might be 

chan sed ao, ina teed or w.iting until tho $4000 lUrk waa roached, 1 t 

ohould be applied at tho bott011 etarting a t uro. Thio would bring in 

over a billion doUara. An incroaao 1n taxes CIO gasoline, co....,t1ce, bear, 

et c. •• propoaod. ll•xt llcadll,y llr. llcrgentheu will appear before the 

•~• and h&a Cc.dtt.• topthor wit.b llr. Sllllban or the Treaeury. 

1IIC - 7•15 

Tbe coat of t.bio de.t.,.o buineee is cOllins h._ to u . The ,,., .. to:.r 

Plan, it enactAd, will be the l.arpat 1n history. The plan prortdae for 

two doUare in caah tor nary throe doUaro spent noxt ;year. It plane 

an i ncrease 1n all existing taxes. l!eftra1 lllillion aoro t.axpo.yere will 

be brOU&ht in to the taxpa.y1ng brackets. It w1U - $26 aoro a ,_.. 

f or tbe "un an the et ... t.•. 'l'ld.a - billie doUaro buinen will 

be ..U c:bmge loefore t.bis is O'Nl'. 

~ 

Regraded Uclassified



• 
-.JL - S p.a. 

-.JL - 9 P•• • IIMt.ter 

Jr. loriiD~ .U.S \uaU• \adq 1JIIlioaua, u.at. • tAanue 

of ~lT )-l/:2 blllt .. ~ be r&l..S ill - \uaa, • as t.o 50 

~t. u-ill~~ ..... Talk or a~ alH 

tu or ~ - a 1 llj l1 t.aa. ....,. - of awa ill to ........ 

41p iat.o tM ~ of~ w W .........,. - pdd ~ 

liP to t.ld.a U., !1M pn.m. 11110 alllllpUoll tor dJICla paopl8 

and~ UlllllpUOil tm' -.rriAil •GIIPl·• 1I1U be ~. c:aaar-·at-1 

leaUJ'a ..run4 'ld.t.ll !naaar7 oftlaialll blat no clat.aUa of t.lla -

tu ..... .._. di!IC!J •• Iat.....S .......... upaoW ...... 
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IIJSY - 1 •46 P.L • April 11 0 1041. 

fhio ia not •erbatia. 

Tho Secretary ot the Tr .. aury dilolooed that tbe , .. ;>rouaa would 

ondoubt edly dip into tbe pooketa ot people who have not paid anJthint, 

up to tho preoent tiiiAI, and that tbe preaent teoo exOI'Iption tor 11ntla 

peroona and the t2,000 ex..ptioa tor ..-ri .. peraono will be l"""red. 
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Will - lOtOO p.a. 

te,S..Uwr• an ~ • - tu liU1 U.\ 'ld1l s.,... 
)-l/2 b1ll1Gt> 4ollare of ad41U~ .... lun_,. ....... tllu 

41ooloee4 tlla\ U. - prop-a ~WillA 4lp 1o\o U. 

poabh ot '*'ple 11bo Mol -r paS4 ~ 1111 \o UU u.. 
Pre•n\ aeoo ·~- tor e1JICI.e people u4 12000 tor ..m..d 

coapl .. wUl be l.o.....S. ---1111\ba\ DO 4et&il.e of U. - taz 

pro.- an bailie _.. pllbUo a\ tiiU ,u.. - a11pMW • -

la~turataa. 

IDl - UtOO 
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TREASURY DEPARTMENT 

I~ COMMUNICATION 

TO 

...... 
Mr. Jq Or.- oalle4 Oll Ill'. l'hlllp T-c ,......, •' 21)0 P·•· 11114 \bela -

•• .u '"- at )120, ._ \be ._tarT W "-• ol>l.ScH h -1 

lit. CraM'• )1)0 ..,.la-.u '""'* d \be Cla'Kari lleetlac, I re.ift4 Ill' . Or.-. 

l!lloo lot- IIMM& to • *"- oeploe d a __.,. •UUeil .,__, fiW 

Coat1alac to tab •••~ ~· for Ina\ a.ttala f- ldnlac ••=-
la .u .,_, Uot a.tu• ..... ,,. __ , .......... , ... ~ • th '"•" ...._ • 

Mpeftt~ . .... - -- 1o 'Mlac ct ................. \arJ loll. •• an- .. 
a pot t.u: wUil Ill', T .... , .... llopeo to •- ba ..-la Mzt "*· M tMt ,,_ 

1111 wall. IIPPI'Miato t'M .,u liMi\T d -1 .. tile ._.\arJ for a fw .UU.e. 
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TRI!ASURY DKPARTMIINT 

INftlt OI'PIQ Ca RR. CATION 

aan &prU 17 • lM1 
D. W. Jell 

SeoHtal"J ••ce•tha 

Ia tiM lut tq or M tUN U. .._ a atat t 

uu.•,.....llrtMII ut.r~•acri· 

oultval .., IJfi.Un • W 'f JW 11- pt a MW 
.,~., ,_..._lt ... at, u •• , 

9a80 t •• ; ' J 
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111!11 TOll: TilliS - April 1&, 1H 1. 

'PARITY' DISPIJ.TED· 
AS PARI AID BASIS 

Uoo of ;.,.,•porouo Period 25 
Y taro Aco u Norm Aaoallod 
by Notional Eoonomy IAocue 

RIBC IN INCOME RECITED 

Trobllnc of a.n.fito Moonlii•• 
A_,..-t1d Curb on .... d·u 
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fQ1t m.s.u'E !'! !'.tOAt, Apr U lS , lllc.1 

,...., T!» ,. Llonal I-~ Looaa• 
2&) ~aon h""·.,. 
1,-. toft, he \Ol"t 

USKaGIOI, ~ l._lbe Ja\.!can.l. ~LN.,.. doclorm todq U.\ r.,_.. 

hi•• oo case ttbt.\.e'tltr tor coMkla.c ioC.J"tMied eubiJ4Jea tro. 1 tede.-.1 truaUI')' 

al.rdCtr under U~ at.rA.la or • pJIOCU.pou._ aa-.-..ont. prop-•. 

•tbe cutNnt. ettort. ot t.bo Conctr1t poU U cal l"!Wra to 'boo•t. pai"!\J 

_ .. oad ..-lt.J lou ..... 1o., ...... u ·- u. p>1 ruu. or • poblle 

ukod. to" u .• &0"'-..,._t., s.a • t.t.. or c.riah. t.o boar llpeC.Jal dot••• tu.ea aDd 

t.o "" lor t.h• pul'(lbalt ot detonao boadt, • MJd !'hl31t. ADpll, chi.Jrlll.b or 

t he !Aapo • *a'b.lll it 11 DOUnd. poliey tot tho IQVOrnacat t.o help t ..... Ol"l 

eoaaeno the aoil, an4 to ri"" otbor &14 • btn noo.JJall')', \axpqara at Uda t.t. 

a:pKt. ecoooaiel 1a DOI').o.d;.oton.::e it.eu, aot. beadout.l •Ptl1•Md oa al.A6d7 

...,-ova IUbJidiN o • 

!'be t.ealuo•a at.ac..eat., basad upon 1 tt.udJ oat1U')C) •ran JIW.t"ity PallaCJ.• 

"tv Iillard D. A.Nnt, 1te ruaarch di..rootor, C-Mi.l at a tiM wMn tbe lbutt ba.a 

under oootidaration tho 84nat.IJ uooct.oota to th"J record c.sr:Scult.urel nPSllT 
ldll, pro9id1Dc t 460,000,000 in porl1;1 pqa<ot.o u """PU'>4 •Hb obo budp~ 

tip:re or 121-t,CXJO,OOO, which the &Doae W Pf"'"1oual7 'fOt.od. 

~d.oC U. LNn<l of ap-iooltural oid tr-oe 19$5 to liM?, 

pointed out. tbl.t fodt ral tara progra.u had coat t.b~ t.reat.;ul'7 ov~r $7,1XID,IIl00',0CI00 

t.Dd tied eli&bt.l.J excotdod all oxpendJ tur" tor oach ot tho tollowina purpoaes1 

a.aUoaal doteaso, public worke , vot.craoa• boo?l.tte, and 1atorut. on t.bo publJe 

-u u. ba:rclta or ft.r"D aubdd10'1 4urioc t.bt eu:t'T"GDl tt re&l 7ear ~ 

t.rllllt.od oqoalJ¥ --s u. taollioo ot u. Onlt.od sute., "'"•J>q U.60 .. otd 

"be oddod te tbo -UIIT tood bill ol ooch loouo•loold. Tbio ie • burden that 

ca.Mot. bo t:upporttJd 1DdotJoJ t.e1,y, wbethor tho country bo at. ponce or war. 

•ODclarlttac- of ~ f .. teno ot tbo ovJculturol pro- Ia a tboo'l 

or por11;1 wtdeb- ~~ ~ ... u ... •-14 ,......,,.. r..._... t.e ••-

~~~ .,, ... poJti tJ m \.hltr •lOTod 1D eo ·~ oroaaerooe ,.riod eore t.bD • 

qo&n..,. ot a _tu.,. .... 

•.UtbouP> porli,J io ""P"P••od iD op,..r.,t.l7 pnolaa •t-tloal t..ru, 

&OAltllo rnMla H te bo onlJ e _..,_,ci.,titlo oollielo tor _.t.~~c d-

wtdeb ~~o.., oo -• J•utieaU.. --· 

one 1-• - 1a uao tall to '*" ado\oau ..,_.,, or 1-t.oat _. 

...Utiu 11bleb ~ to.- a..-. !be etroot ot t.bio to to ao\o ~ pobU­

P&rlv sri- too !dill> IV ~ -• ot lobo ·~~l•tlcal bleo. 

•1\ h olau ~· lf the o......-• or Aericvlt .... cbould doftlop .. 

1Ma otdell- ,._ wt-.~>~ to ~ _.sttho •bleb IIA•o - o'-Mllt iJ>. 

c.....Uc 1D ._t.oaeo 1n u.. r ....... •a ._.,.,, It -ld fiDel l.bo~ """' ,.,. 
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prodUoW M re •'- perH,f 1o t.b. l HD•a and cl..lr.ic.: .,.",.. of LM p.,r!0'1 ait.f!' l')·s 

•tactu .. oo"rte;s c.t. ant.ift OO;elf7 o'be.c:•J• J..,ort..at. r-·poaal cht-1.,.,_ 

..e•• 1a r .... cond.lt.to::~a. ~t.b u. molt. tbl.t. 110M rec:ton• t.JidH. D;)~t. r-u 

oood n l-•· Po.rltr -t.s co "' u. • •HIO' •• 110ll aa 1o u. poor r ...... -.J 

"1'be bulioou boca tUr.ulatod by the w.r '-"d our dl\lonte progMUJ 1s tt. 

oecas!on tor tho roYO.rW ot ao3t ot tbo &r&UU41ftt.a tara01'c han ueod 1a recent 

7oar#, the &.eacuu actJ4. 

"TOJT.I.,ra ho.vo laid t.htq wore burdlanoct With aurp.\u'"' ' llow, e.tUJr eover4l 

yura or crop storaso undor eovorncaont loo.na, thor 1«7 t.h01 hav .. •eontrttvtod 

to nattontl d4111NIU 4 t.t:O :J'11Ar&1 aurplu1 of food and tibotr• and eMuld there­

tore 'in t.ht D .... ot fa.1r pl~ G&id aJ.=P].o JuoUeo• rtc.dvc tncrcaaod £ubo1d1 .. 

t""' •m publio t.r.....,.,.. 
•'*'- lMdtra ba•• esJd t.bore ... a au.rplua of people oo t.b8 t&rom:; that 

oot. all COIIlld .Ua a llrtnc; tbove -.. 'h1ddto MMplQJD~Dt.• t llo• , ebla ckteau 

'IIOril: 11 at\.Nct.toc aoeo ruNl labor, U., cl&1u t.ho .,.,..,..t tbovl4 e<:~~~~p~~~aat. 

•TIJ"'IIrl hno aa.Jd tbo ctf.ct ot to4uetr1al act.ivt t)- Qir, eonauaer bJTJ.or 
I ponr wu the k .. 7 t.o tom nc:ove.17. ~ •• wbt-.n tbt dott~~c• proeta.a 1e 1.oorea&-

1na 1ndult.,Ma.l ooployoent and paJ'rOlle, tho:' •"¥ t.Mre 11 M '1ner;eu1ng 4U­

p&rlty• bet.wltn tam. and 'ndu&t.rial prieta - a at.at.Mont wbtcb 11'1 41roctl;r 

cont.rad.ioc.d 'v t.bo ri&e ia the 'per1t7 rt.t.io' tt'Ofl 'T1 to 84 e1nco our d.etca~t 

prop-an at&rt«l la.at J'-o.• 

Qaot.S.oc Olpe.rtaeat or Ap1.eultun etotht.Sc• and. t orec.ut.e, thl Le.,ae 

laid t.bl ouUooli: tor t~t.i.DI 1DC::2illl ..,. 4e/1Dic..lt ta"WOrable. ••t 
ot tbe prtoc1ptl CJ"''O)'a exc..,t toba.eeo, f"rvlte, aD4 eup.rcane 71•ldod aore 

cub 1aoooe iD ltco tmn 1D 1931. lnc:JDO troo cra.tDo ... tbe lucest. aiDe. 

1928J oo~l<>n Jlaldod ol1;htl7 """" u.ao 1o lU9.• 

Tbo IWd;r poio""" OUt thot COYO..-t 1Uhol4J.>I t.o a¢ .. lt.ore baYo 

receaU., bMa 1DonaM4 bJ a ,proYiaton in the •1~-latflo0 11 appropriation 11h1ob 

1tt1 ae1de fl,NO QJUion tor •t.,.. aad tncluttrial coiiiiiOdtUu.• ot th11J 

-.t, probobl¥ 8'00 llillioo wUl bo ueod t.o pu,..lloaa tara pr<>ducte. •1be 

qutlt.iOD Ml' bt rat...S -.betblr it 1110Ul4 not be •aill;ll Juattoa 1 to reduce 

otbtr to.r. IUN:ldiea ._ aa oqu.l uount.• 
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General 
Vataon: 

H.M. Jr: 

11: 

H.ll. Jr: 

V: 

H.M.Jr: 

V: 

H.M.Jr: 

V: 

B. V. .Jr: 

V: 

B.M.Jr: 

V: 

H.M.Jr: 

Yeah. 

Apr1l 17, 1941 
4:311 p ••• 

I brought up the queetion a t Cabinet 
about Speaker Rayburn and thie group on 
the agricultural appropriation and t he 
Preeident aaid - I gathered that he had 
talked to t he Speaker. 

Whatt 

fha t he had talked t o the Speaker and he 
waa waiting t or •••• • 

Yea. '1'he7 haT en' t &Ten appointed the 
conferee a. 

So he'a going to ••• tiTa mambara or the 
Appropriation• Oo .. lttae? 

Yea, when the7 appoi nt t hem. It' e the tiTe 
aembere ot the Agricul t ural Subcommittee 
ot the Appropriation• Committee. 

I aee. Well , ie t hat all in good order 
and I needn't worr y about it? 

Wal l, the only point 1a t hat Cannon 1a not 
ln town. Be ' e going to be chairman. Be'a 
not in auch order - t hey oan' t get hla. 

'l'he7 oan ' t get hla. 

I'Te been attar h1• all day; he'a not in 
town. 

But I aean aa between Rayburn and the 
Preaident ie eTeryth.ing ell r1ght? 

Wall, yee. I'm trying t o get Rayburn now, 
but the point ia, I called b1a eecretary 
and I told him that they haven't appointed 
thoae tellowa. 

I aea. Well, you know, I'm the i netigator 
ot it and I Juet wan ted to f ollow it. 
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If: 

H.M.Jr: 

If: 

H.M.Jr: 

'II: 

R.M.Jr: 

V: 

H.M.Jr: 

W: 

H.M.Jr: 

If: 

B.M.Jr: 

If : 

H.M. Jr: 

V: 

I 

- 2 -

Yeah. Well , there'• where 1t 1a. 

I'• tr71ng to ea•e eoae aone7, Pa, eo I 
don't ha•e to ra1ee 7our taxee eo auOb. 

Well, the onl7 th1ng 11 that I'•e been 
tr,1ng to get that group and I can't 
get thea. 

0.1:. But 70u1 re atter 1tt 

I'• after lt, but JOU a1ght help. You 
tight help fta7bum. Do 70u want ~o do 
tlla\? 

Well , let'• both ot ua do lt. 

All rlgbt. I '• attar h1a too. 

Atta bo7! 

All rlgbt. 

He ' d better take care 1t we're both after 
hla. 

All r 1gbt. Well, I tell 70u, be'• out 
r1ght at the ainute. 

All r1ght . B.M. , Jr. e1gn1ng ott. 

1.11. W. I. II. W. 

0.1:. 

All right. 
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I! .M.Jr : 

Operator: 

Alfred 
Sloan, Jr.: 

R.M.Jr: 

S: 

H. !! . Jr: 

8: 

H.M.Jr: 

S: 

H.M.Jr: 

8: 

H. M. Jr: 

S: 

H.•l.Jr: 

5: 

Hello. 

Mr. Sloan. 

Aprll 17, 1941 
5:05 p.a. 

Th.1e .1e Alfred Sloan, Mr. Seoretery. 

Bov-do-you-do. 

I vas trying to get you last night but 
:rou got ava:r , but an;rva:r I had tbe dope 
on tbe estimated produotion of •t• and 
•r• joba, Mr. Seoretar;r , t or the next 
three aon t ha. Rere it ia : 

Go ahead. 

Karch )let ve had completed 51 Jobs. 
kr. Secretary, I ' • not talking about the 
•o•e• because tbe:r're going along inde­
~endent ot t bie. I'm telking about the 

£1 and 1 F1 t hat involve t he Bell job. 

That • s right. 

April and Kay, 200. 

You mean t he tvo monthe together. 

Yee. I put the tvo aontha together becauee -
tbla ia a ver:r conaervative eatiaate - and 
I put the tvo aonthe together, Mr. Seereter;r, 
beoauee or the tooling aituati on. We're 
developi ng our toole and tberetore I put 
tbe• together, eo I •a:r Aprll and Ma;r, 200, 
and I aa:r June, )00 at leaet. 

Well, here i e the tlgure that I ' ve got. 
Bell bae 157 a1rtramee vaiting. Hello' 

Yee. 

And thrOugh July they need 690 enginee. 

Walt a minute, now. Let me get that. 
Through Jul;r - bow men:r plane• wlll the;r 
have tbrougb Jul;r? 
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H. K.Jr: 

8: 

ll.M.Jr: 

S: 

lf.M. Jr: 

s: 

R.M.Jr: 

S: 

R.M.Jr: 

8: 

ll.M.Jr: 

S: 

H. M.Jr: 

8: 

H.M.Jr: 

8: 

- 2-

Well, I'm juat - 1nolud1ng what thef'Te 
got t1n1ehed. 

Mr. 8eoretaey, are you tel.klng about the 
tTPe ot plane where the englne le ln the 
baok vlth a propeller ahatt? 

Well, th1e 1a a Bell P-39· 

All rlght. I gueaa tbat'a 1t. 

Vbatt 

I th1llk eo. I dDD' t ltnov the Bell ~, 
I don 1 t ltnov the nuaber but I 1-c1n• 
lt la the aaae Job. 

Vall, the7 onl7 take the engine with the 
Ratt. 

!bat'• r1Cht, but 1t1 a an en~1rel7 nav 
oonatruotlon thoucb. The engine go .. 
baek and we ban a propeller ehar\ &D4 
thea the cannon ebooU through the hub ot 
the propeller. All r1pt. 

Wall, theae tlguree run through Ju:L7; 690 
ancln.. 11 vt1a t the7 need. 

690 anc1n .. throuell Ju:L7. Well, nov, on 
th1a aohe4ule, there'd be no queatlon but 
vtlat the7 1d gn Rre than tbat. 

305 

Well, .uppoalng I glTe you tbe total tor 
Bell, Curtlae, Lockheed and llorth Aaer1oan. 

S••' 
Yea, I UD4eratand. 

ror Bell, euru .. , Lockheed and llortb 
Aaerlnan, they told •• tor tba 'E' and •r• 
ancln•• they nea4 1,527 enclnea. 

1,527. Ie t hat to Auguat let? 

Yea, and that' • vtlat the7 need. 

!bat'• tor all ot ~D•' 
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H.M.Jr: 

8: 

R.M.Jr: 

8; 

R.M . .Jr: 

8: 

H.M.Jr: 

B: 

B.M.Jrs 

- 3 -

!ba~'• the 1 11 and •r• ens1nee theJ need 
tor Bell, Curt1ee, Lockheed and North 
Aller1oan. 

I don'~ eee, Mr. 8woretar1 - I wouldn't 
bel1eYe that poee1ble. I would 111 that 
ae ot the let or Auguet we a1&ht be 

306 

behind - ot oouree, I'a tak1n& lt out ot 
the alr now. I'a Juet Jud&1nc b7 the waJ 
that theee thlnc• noraall7 deYelop. 
Aaother thln& - betore I 117 thle - betore 
I H.7 'llbat I wu so1nc to, let ae 111 thle 
~t I cod daal Of the Uoh1DerJ 1DYOlnd 
1D the 1 1 and 1 1'1 job WI haYe DOt been 
able to set J'et. Now we'•e sot pr1orlt111 
on that ot oour11 and we're do1DC nel')'thlnc 
" poeal'blJ' oan, but ot oour11 tha~ ban41oape 
the produotlon. But I would 117 thle -
that 1t1 e oertaln that on the let ot Auaue~ 
there would no~ be enoup ens1n11 tor 111. 
the plan11, bu~ I would ~blnlt that bJ' the 
t1re~ ot Auguet that we ough~ to haYe 
~hipped about 1,000 enc1nee. 

Yeah. 

!bat 1 e appro:~laa tel7 500 - 1&7, 1100 
ens1n11. !bat'• approll1aatel1 500 tor 
JulJ'. 551, ICr. lleoretarJ1 to the let ot 
JulJ' and I thlnlt that 11 OODIIrYa~ln. 
I'd ..,. 500 would be reaeona'ble tor July. 
bw that would &ln ue 1051, and on JOUI' 
~~~laate we'd be about 450 behind ae ot 
Aucu•~ let. 

Oenei'U Koboll 11 aeetlnc wlth Mr. Bunt 
toda;J, I underetand. 

1'1&11da;J, Mr. lleoret~rJ. 

And atter ~hiJ''•• ••~ I'm so1nc to get 
a report on the oonYereatlon and then I 
1&7 oall JOU aplD. 

Glad to baYI J'OU do eo. Now, 7ou'•• sot 
thole tlsur••· h&•en't 7out 

I'n sot the tlguree. 
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8: 

I!.M.Jr : 

8: 

H.M.Jr : 

- ~-

551 \0 .71117 let 

!he71re not good enougb. 

I know tb17're not. I appreo1ate that. 
Rothing 11 good enough tor the e1tuat1on 
r1ght now. I feel that Juet ae auoh •• 
70U 40. At the eue t1ae, ot oour .. , 
untortunatel7 theee thin&• baYe to take 
a oov .. that 11 rather - eooetlall out 
of buwoll7 W1 tb the n .. de of the o .. e ao 
MUer bow aos1oua 70U are to o11t the 
IIM4a. 

0.1.. 
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(Banded b7 llr • Ja7 Cruae of the Stuadard Oil co.pu1 to 3081 
Yr. Co~brua in the TreaaUI'J at 3:45 p.a., April 17, 1940) 

Reasons !or Cootlnuing to take Petrolewa Requir...nta For Great 
Britain froa Existing Sourcea in the EYent the Britiab Go19ra.&nt 

Raquesta Petroleua or ita Prcducta under the Leaae-Lena Bill. 

Exact inforaation as to Britain'• requireaenta ia not 
available, but it is estiaated that during 1941 there will be 
required total t.ports of between 70 and 76 aillion barrela, 
equivalent to approx!.utel;r 200,000 barrela dail7 of orude and 
products. Theae requir...nts are being aupplied froa Venezuela 
and the Netherl&Dds Jest Indiea, Trinidad, the Bear East, and b7 
~ited Statu esporta. Trluidad and Venezuela &.n4. the Nether­
land& Weet In41ea reflneriea (wbioh operate alaoet eatirel7 oa 
Vnezuelan ora4e) 'fiA'1 be ~pea together 11 South ... rioua 
aourc" whloh nppl7 about tour-tittba of tba total requiraeata. 

The St&Ddar4 011 Ca.pa7 of Jn Jen17 npplha 
approxlaateb 0111-thlrd ot the total Brithh reqnll'lalllh froa 
Ven .. uela w the lletberluadl •at Ia41u aDd reoeina pa,..nt 
in U. s. dollar• tor tbeee nppllu. P~t 1n dollars h 
&lao ude tor nppliu troa the United Statu. All 111pplhe 
!roa 81'1 thh-oa.a oovuaiea operating in tbe11 oountriea are 
not paid fOr entireb.ia Britiah poaada, aa aoa1 dollar pa{­
mente are DIOUIIJ'7 l;o OOYir Operatl.Dc expeDIII. It ia 81 luted 
that, for the ,.ar 1941 the British requireaenta tor dollars 
for pa;runt ot petrcleua supplies on an t.o.b. baaia will be 
tpprcxillatel7 $110,000,000. 

Of the South iaerican aauroea, Trinidad auppliea are 
aore or leu find at erlatlng oapaoit7, uad tlma Venezuela and 
the lfetherluada Weet Incll11 reflneriu han been cll'l'11ng the 
aajor part ot the load, end are the oloe .. t aouroes to England 
froa which euppllea c111 be reaclll7 •d• an\lable u needed, 
aa ample c,aoit:r exiata both in crude oil production and 
refining. t ia belieYed that Venesuela and the Netherlands 
West Indiea refineries abould be aalntained aa the prlaar7 
aourca ot 1appl7 to the 'Oili ted llngdoa tor the following 
I'IIIODI:-

(1) SiDOI v,nesuela and the lletherllllcla We at Indlea are 
800 llile1 clo11r to the United ltlngdoa thm the 

\hited Statu Gill!, th17 attord a suing in tanker tonnage for 
Britiah auppllea. On tbl t.port reJ:!rement of approxiaatel7 
160,000 barrele per dq tr• Sollth riom sources, thla 
COI'l'llrDcla to a ourreat aanDg of 1- 160,000 de.aul.lht 
tona o t&Dbr tCIIIDal•• eqalnleat to 16 ahlpa of 10,000 
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deadweight tona capacitr each. The necaaai t7 of asae.OliDg 
tankar conT071 at other pointa tenda to detract troa this 
normal transportation adTantage, but an otfaetting factor to 
this ia the saTing in tonnage due to the tact that arrangeaenta 
haTe alread7 baen eatablisbid tor coordinated suppl7 troa these 
sources. The Netherlanda West Indies refineries haTe aTailable 
stocks of all epeoiticationa raquired b7 the British, so that 
ships can be readily loaded with a Tariety ot producta with 
min!.IIIWI delq. The supplying organhatlons are taailiar with 
British requireMnta and are in a poaltion to cllapatch loacllDga 
quickly and ettaotinb. ConYO;r arrang-nte han been worbl 
out tor 110naent fl'oa theae aoarcea. The Ketherlanda 'leat In41ea 
refineriea hate aTailable stooka of all apeciticationa required 
by the Britiah, ao that ahlps cu be readil;r lcded with a 
nriet7 of prod110ta with aini- ddq. The aappl;rill£ orgui• 
zations are faaillar with Bri tlah requir.enta Ud are lJa a 
position to dispatch loadings quickl;r 1Dd effecti.el;r. CoD'f07 
arrangements han been worked out tor acw .... t traa thea• 
sources, ud diTeraion of such auppliaa to the UDlted statea 
Gulf would doubtless occasion dela;ra and coJplicationa. !be 
maintenance of shipping froa Veneauela to Canada or tha United 
Xingdoa does not inTOlTe the protection of adclltioaal aea lanaa. 
That the British recognize a saTing ia tiDker tonnage~ 
drawin~ supplies froa the Netherlanda Weit Indiea is incllcated 
b.y their pqaent of a differential of 85 cents per ton to oonr 
the transportation adTantage of thia aouroe onr thl United 
Statu Gulf. 

(2) Dinrlion of aupplha froa Venuuela/llethlrlanda Weat 
Indiea aoarcea to tha United Statea would t.poH u 

added load on the Uni tad Statea petroleua induatr;r, alradJ 
stepped up to aeet defa11H requlr-ta. 'lhlle the United Statea 
industry baa adequate capaoit{ to ... t auoh requir .... ta (an 
exception 11 100 oetuae artat on gasoline, where additloaal 
refinery conatruotioa wlll be neoeaaar;r later oa to aeet anti­
cipated requir-nta), tba illpoaitloa of a portion of Britiah 
require .. nta oa the alread;r large defenae a-a would aake for 
higher prieta in tha United Statea. The requireaents oooaaioaed 
by national defeoae are att.ulati, Unitea Statee deaanda con­
siderably be;rond noraal peaoeti.. eYela and an;r additional 
a ... nd OYer aDJ period of ti .. would occasion the installation 
ot additional eqaipieat and faoilitiea ber.Dd peacetiae re­
qulr-h. 'l'blia tha aup:9l7 of .,,. Brit ah reqaireaents out 
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ot tbe Onlted Statee would teDd to further upeet the econo.dc 
bllance betw"n productln oapacltJ end noi'Ml de-a. TM 
additiooal equlpaent required bJ the United Statee petroleua 
induatr,y to ... t further Britieh requlre.ente would dlYert 
oonstructlon materiala froa the detenee effort. 

1bile reaerYea of crude oil in the United States are 
at present adequate to meet do.estic ~.!~ulre .. nts, it should be 
pointed out that thia countr,y ia cona ng 63% of the world'• 
conauaption of petroleua produeta and baa onl1 47~ of the 
present pro~ oil reeerYea in the world. Under these conditiODa 
the United States will ulti .. talJ heYt to relJ tor part of ite 
petroleua 1uppliee on the re1ourcee or foreign countrie1. 
Venuuelan petroleua """"• fro. a practical •tenbolllt, 
ll'e ~ach greater thaD are needed for thefrotection ol Vene111elm 
internal requlreaenh. The great balk o foreip reqalJo-ate 
are dh11l &Dd heaY7 f•l oil. Oil the lbole, Uaited Stat11 
crudea are nitable to npplJ oial7 llaJ.ted qaatiti11 of the11 
produch. !he lut Coa1t of the Unl ted Stat .. b.u to reb on 
foreign eouro11 for part of ita 111ppliu of hea"7' tuel oil: 
Under theae cirOUitmc~s 1 t would ee• to the llltereat of the 
United State• that the Britieh euppll•• 1hould co.. to the 
maxi.ua extent p011ible froa V•neeuela, thue co111ei'Ylng u. s. 
supplies. 

(8) 1nJ apprecl1ble reduction ln petroleua outlet to 
Latin Allerioan cODDtrie• 110uld •an a 11rio111 reaction on the 
econoaiea of the1e cOIUitriea. Por exeaple, Venezuelan produotion 
is eatiuted a1 190,000,000 barrels durlJIC 1941, eo thet antl­
cipeted_!DJPPlitl to the Britieh E.pire co1'1'e1pond to approxi­
uhlJ ~ of thh productioa. TIM oil indutti'J h the .01t 
t.portmt factor in the ecoiiCJIII of Yene111ela and an7 reduction 
in oil production 11o11ana a eeriou dla1nution ill pYI.-t 
rennue md inc- to the countl'J 11 a whole. '11le "foreign 
exchange deriYid fraa ita oil induetrJ enable• Yeneeuela to 
finance it1 •••ential t.port1, larftl7, under present oiroua­
stancu, floca the Ulllted States. n Yin of the I.Jiportanoe 
of presel'ling leetern Bealephere solidaritJ, it would aeea 
desirable that the econOides of auoh Latin ilerioan oountriee 
be protected to the fullest extent. If the Vene111elan econa.r 
should be aeriouel7 uiaet b;r the lou of petrob1111 outlet to 
Great Britain, f1nano al aid froa the United St.atea aight be 
needed, in which cue our gonrnaent would be faced 110t onl7 
with helping the Br1tieh, but aleo a~eletlng Yene111ela. 
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(4) The Standard Oil COIIpUJ¥ ot In Jerae7 baa •d• 

large capital innat111nh both in cNde oil 
production and refining in Venesuela and the letherlanda Weat 
Indies to aupplf the United llngdoa, 1nd aucb tacilitiea are 
capable ot aeetlng an7 additional British requi1'81111nta that 
may materialize. The co~anr has turned OYer ita distribution 
facilitiea in England, including a large aaount ot tankage, to 
the Britiah Pool Board. Jll of ita Britiah flag tankera, 
numbering 251 haYe been requisitioned and put at the diapoaal 
ot the Pool ~oard to aid in aupplJing the Britiah requireanta. 

April 14, 1941. 
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31.2 ./ 

TREASURY DEPARTMENT 

....... .l.pril 17, 1941 

Secretary MOrgenthau 

Oscar Cox 

For your information: 

We han jut cleared the leg&l underbrush eo that, 

if he 11ieh11, the President, aa a JU.tter ot policy, can let 

the Britiah OTer aeaa ~ Corporation imaediately start 

operating t r oa La Guardia Field to the British Ia1ea. 
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TREASURY DEPARTMENT 

WASHiHiO IOM 
.lprll 17, 1941 

fU Preelalll.t'a letter of .lprU 8, 1941, addreaaed 

to JOU authorbecl .-itacta tor oartal.D. artio1ee to be 

pa14 for flo• the approprlat101l prorlW bJ the •Defenae 

.ua Sllpp1-tal .lpproprlatl• .lot, 11Ml•. luthoriq 1a 

- requeatecl to ullTU' the folla.iJI& 1 Uu to the proper 

repreaeDtatlTe of the Oalt.a llDCiaa: 

200 L.'f. ButJl .loetate $48,400.00 

200 L.'f. Butlll.ol .a.~.oo 

500 ~ine Seoona-Settlng Wrlat Watohea 20,000.00 

600 L. 'f. Fll ter Pollller 112,000 .00 

'fotal $228, 800.00 

Repreeentatlna of Uie Bl"ltlah Giwv.~~~.t han aclrlaecl 

tha Procw•111.t Dlrlal• that tha tl!'at two ltaa tor which 

purohaae contract baa beea .Ue ahould be dellYered tor 

loading into cargo naeala 11.0t later thaD 1prU 20, 1941, 

&lid han requ .. t.a p~t ahlpMDt OD the laat two ita& 

tor whloh negot1at101l& to pvobaae are no. in process. 
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TREASURY DEPARTMENT 

1US1UN&IUi 
J.prll 17. 19U 

!'M Pl'aalhD.t'a latter of .lpl'U 3, 1941, aclc1reuea 

to JV8 aatborlaad oa.alt..ata for oll'taiD artlo1ae to be 

pl4 for tr• tlla approprlatlOG prorta.a 'b7 thl •Dat8111a 

!14 Sappl-tal jpprlpl'latlcm .lot, 19U•. iuthorlt7 la 

... ret-ata4 to a.llTIJ' the follGifiD& 1 t .. to the proper 

repPMataUw of tM 1Jalt.a IiJica: 

aoo L.!. ht71 .loatata $48,400.00 

200 L.!. Batlllo1 48,400.00 

500 ~iDa Saoona-SattiDg Wrlat Watchea 20,000.00 

600 L.!. Filter l'ollder 112,000.00 

!otal $228,800.00 

iql'aaentatlna of the British Got'lnaent han adrta.a 

the Pl'olllll'•ent DirtalOD that the !il'at two it .. for 11hloh 

pvohaaa ocmtract hu bee -.a. ahoula be aeUt·erea !or 

lO'fSDC lato oargo nuala DOt later thlll J.pJ'll 20, 1941, 

... llaft PIC(lllltei ~t ahi~t OD the 1ut two it .. 

t• 1dalela uptiatl_. to p11Poball are DCIIr 1D proo•••· 
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TREASURY DEPARTMENT 

I NTmt Ol"l''Ca COMMU NICATION 

DAn April 171 19~1 

TO 

Hr. Hu • 

SUbJeCt I 

8ecr~ta17 ge thau 

Reet ction ot Capital Ieauee Cc~eting with 
GoYernaent Secarit1ee 

(l) 'l.'lle probl• ot reetr1c U ng CW~P1tal i .. u .. ooQetiac 
with GoYernaent eeOU1'1Uee ie a tvotold probl•. On 
the t1D&Do1al lenl 1t 1e a probl• ot allocating 
the aYa1lable nppl7 ot tunde between detenee aD4 
non.-4etenee ueee. On the Ph7e1oal leYel it 1e a 
probl• ot utU1&1ng the aYa1lable euppl7 ot labor 
and uteriale in the •nner 110et conduc1Ye to the 
detenee ettort. 

(2) Reetriotion ot capital ieeuee du.ring the World War 
wae undertaken earl)' in 1918 b7 an intc!'llal Capital 
Ieeuee Oo .. ittee, under the general eupel'Yieion ot 
the rederal Reeel'Ye Board ot Which the Secret&l"J' ot 
the ~a11U17 wae then ex ott1oio cha1rsan. 'rhie 
Oo•ittee -• IIUPPlanhCl after about toiU' 110ntha b)' 
a DrW Capital Iesuee ea.aittee eetabliehed bJ 
Coacre••· •either oo.aittee ha4 anr authori\J , eYen 
to requ1re that it be not1t1ed ot propoeed oap1tal 
iuuee; but both were reaeonablJ eucce .. tul, due 
largel7 to the patriotic cooperation ot the till&noial 
and bul1ne .. oo-n'tT· 

(3) R81triot1on ot new capital notation• doee not ••­
to be either neoeel&l'J or del1rable at thh Uae. 
'l'he YOluae ot new .one)' tinancing in ooapetit1on 
w1 th GoYernaent eeour1 tiel bae been negligi ble tor 
eoae reare paet and ae )'et ebowe no eigne ot an 
appreciable increaee. In Y1ew ot the tact thet the 
detenee progr• aa7 eocn abeorb the entire annual 
eaY1nge ot the nation, howenr, 1t l!ligb t be desira­
ble tor the 'rr .. eUl"J' to eet up eui table uchine17 
to be ueed when an4 1t 1t beoo••• neceee&l"J'. 

t/ 
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I. O.ural Obarao'er of Problft 

!lle problea of roetr1ct1ng eoour1t7 flotatione enter­
i ng into ocapet1Uon wUh GoYerllllent borrowing pr .. enh 
i t10lt on two lenle - the f111&Jlo1al an4 the Jlh111oal. on 
the f1nano1al l eYol, the problea 11 that of ooapet1t1on 
between tho Go'fernaeat an4 other borrower• for tho aYa1t.­
ble euppl7 of fUD4a. If tho ooapeu Uon 11 not 1ntenee the 
problem M7 be IMZ'Il7 ODO of Ua1ng. If the ooapeU Uon 11 
110re 1ntenee, bow'for, tAo GoYer-Dt 8a7 haYo to obooeo 
between t'be albrii&UYOI of either roetr1ot1ng now oap1tal 
iuuee for parpoeoe DOt NHnUal to tAo C.toneo effort or 
ot ooapot1q with tAea oa a pr1oo bu1e tor a 11a1tocl 11q1pl7 
ot tnn41. !be latter 00111'10 w1114 be oloarl7 aaa.a1rallle 
upoo1all7 1n Yin ot .U tan that Jll'1oo ooapouuoa .. ;u. 
not ten4 to 11141"ouo •hr~ tho 11Q'Pl7 ot oap1 tal 
aftilablo tor 41etr1lnauoa bot-a aeeoaUal au aoa­
oeeential uee. 

On t'be ]lb7a1eal lo'fol tho probl• 11 oao ot tho oouor­
'fat1on of labor aa4 •ter1alo. lore tho quouon 11 DOt 
aerel7 boo II1IU DOD07 1o propoeo4 to be ra1eo4, b111i bow U 
11 pi'OpGI04 to bo lpOilto It 8a7 be C.lii'Ule1 for OliUIJ)l01 
to roeir1ot 1100 aap1tal 1eouo tor purpoo11 not oooonUal 
to tho 4otoaoo ottort it tho7 aro 11bl7 to abeorb lallor 
an4 aater1ale llee4o4 tor 4otouo purpoooe1 but to loo'fe -
traaaolo4 other 188••• tho parpoooe of tlbJ.ah are oquall7 
11011-0IIOnUal, 1t tlleir pro-48 U'O DOt l1kel7 to be 
e2p0a4o4 tor coou aa4 oerYiooo aooo1oar7 tor 4otoaoo. 

317 

II. Oontrol ot O.p1tal II••• Dariy tho Wllrl4 War 

Beetr1ot1oa of oap1 tal 1o011e1 4Dl'1ng tho Wllrl4 War w.a 
undertab11 nth 'lloth tho t1•11ohl aa4 the ]lb711eal probl ... 
1n 81114. 011 tho t1-1al lo'fol the problea •• one of eo 
l1a1ung tho ·~ ot 1aYeotaont ooour1Uoo that tho ooet 
of Gonraao11t borrowiq a1pt bo kept do•, all4 that t'lll 
aarbt 'f&lao of beak porUol1ol - at that Uao aaY1nge 'ballko 
were tho F1ao1pa1 olaoe ot 'ballk llol41ng boa4o 1a eubotanUal 
aaoante - a11:bt bo ~ata1no4 1aeotar u po11iblo ill tho 
taoo of ooapoi1Uoll troa L1bort7 bon4o bearing ooupon rat11 
111 oxoooe ot ~ porooat. On the Pb7oioal lo'fo1 tho JII'Ob1ea 
ou, •• etate4 allo'fo, to oouer'fe labor an4 aatoriale tor 
••••ntial war uooe. 

RooogaJ. uoa of tho t.M41A07 of the prob1ea - 1n tho 
latter part ot 1917 'lbaa tAo lo01'otar7 of tho '1'r1uur7 ado • 
Publlc roqu.11t that all orpaJ.aaUonl or poreonl oonteaplatiq 
now oapUal tlotatiou eu!IC.t their propoaale to Ilia aa4 
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8ecretal'7 Mol'gentba1l - ) 

"cUI'e b11 cp11l1on •• to 11tlethlll' the)' ftl'e 1n the pal)Uo 
1ntel'elt. !hie taek of pae11Df on PI'Or.••d capital 1eeuee ... 
eubsequent17 turned oYel' to a a.p1ta1 11ue1 Oo.aittee OI'I&D­
hed 1n J &DU&I'7 191.8 undll' the J'edel'al Reeene Boal'd of 'lllb1 oh 
the 8ecretal'7 of the !Joeaeur7 ._.. then ex ott1o1o Clha1rMn 
The OoJIIIlttee WU OO!IpOied Of tbl'ee .. llblll'eW of \be Boll'd ~th 
an adrti01'7 etatf. It had no powl'e of oo.pul.elon. ••YVth.­
leee fol' a J)ll'1o4 of about four •nthe ut11 the WaJ' J'1naaoe 
Oozopol'at1on Act took effeot, U euooeedld, with the ooopll'aUoa 
of banking orgalll&&Uone, 1n -.lnta11l1ng a fa11'17 effeoUYe 
oontl'o1 of 111• oap1 tal flotatlou. 

01'1g1nall)' the Oo..S.ttee pueed. olll)' on flotaUone of 
$25(1,000 Ol' •re, W1i .Ue 111dt •• eubeequentl)' 1'14=oe4, with 
nepeot to both .ml.o1pal.a aa4 oozoporatee, to tloo,ooo. Deep1te 
the 11100111 of 1:ble Oo..S. ttee U •• felt that 1t CI01ll4 be 
g1Ten lepl Uatu. J'or that pul'pOII proY111011 WU 1nol11414 111 
the War Plnanoe Ool"ppraUon Act (!1 Ue U) 1 appzoOYed .lpl'll 5, 
19:u1, fol' the 11tablleh81nt of a new Oapltal I11uee Oo..tttee. 
A.e 01'1g1nall)' wr1tte11 111 aooor4aaoe with the reoe-ndatloll of 
the leal'ltal')' of 1ale !Joea11117, the blll JII"OY1414 fol' a foraall7 
ol'plll&ed and ealar1ed oo..t ttee w1 th oeret1lll7 dlfllled powve. 
Dae to obJ eoUou on the pel't of the lnYeet..nt .. n"v•• .t.eeoo1-
at1on and othve, how.,.l', the Act u t1nall7 palled Ml'l17 
eet up a new Qapltal I11ue1 Ooaal ttee of Hftn .. libel'•• 'lllb1 oh, 
'lllblle 1 t bad dlflnlte etatutor7 1'1001111 Uon, had 110 .ore 
author1t7 than the old. - 1.e., 1t c1l4 aot b.aYe tu powv to 
l'eq1llre tb.at ••• 111ue1 be eut.1tte4 to 1t ol' enn tb.at 1t be 
not1f1e4 of \he&. 

!he new Oo..tttee f1lnot1oned troa la7 17, 1914 1111t1l 
eho1'tl7 attv the elpJ ns of the A.rauuoe. eu-oo.m.tte11 -
oo•poeed Pl'1no1pa117 of b&Aku'• lei'YlDS without ooapeuat1on­
~eOI'gall1~1n~h~albi~M~ot~the~ 
ae a llllole 'IIOI'kld reaeollllll7 wll 1lllt11 the .azoueuoe. !he 
Ooaal ttee Ueooat1111ll4 opel'&tlolll 1n Deo_...,. 1914• Ble 
l'enlte of the -k of the t'IIO Qap1tal 1111181 Ooaaitteee 11'1 
1nMoate4 111 the fo1low1111 tablel 

Regraded Uclassified



31.9 

OperaUono of tho J'1ro1: Cllp1'ti X.neo CID.UU.. 
J anuar7 12 - ~ t , 1911• 

(llllUona Of doll.u>e) 

. • I hille I I llun1o1pal Ill4u1:1'1al • I Ut&u•z ~1:&1 • I I 

AIIOWit appllo4 for 87 172 220 

AIIOWit a.ppron4 

a.tua41 .. 
loo1oo•• 

21 
~ ~ ~ 

~-al 67 166 179 

OporaUou fd tM leoo114 Olpl1:al Ioo•• OD.au .. 
- 17- Donner :J1, 1911• 

(aUlou of 4Dllol'o) 

'-71 

~-
'-1' 

I ~Olpal I hiuo I Ia&u1:1'1a1 I ~1:&1 
I I VU11p I I 

MoWlti appl1e& r.. 2115 2,111! ,,777 

AIIO•t ........ 

.. f a .. 

... 1 .... 1~ -
~w 176 1,902 2,86o 

0 'ftle reJIHI fd tM ho ...... UOOO .. Mt oliGo OOJ*'&telT tiM 
__ .. fd - .. ..,. ua • .,..., • 1A,.1ft4 1JI tiM ro,Jooto4 
QPlloatlou. It 1o a.ttlnl.t, tborof-, to obtola a o1oar 
1t.. of tile_, ot- •na:r ,,..... .. Dloh _. obnato4 
b:r .... ....-u- •t the ........... . 

• 
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I U, I, GoYel'llllea' I I 
I 

U41h .... oleo : All other I 
Year I I !oUl-

1o0111 .. c-Me4 1nuro MDeJ' Nl .... I 
Obl.lp OU !/ : I 

I I 
(Ia Mntoao ot 4ol.l.on) 

1'" .. - -o., 1 .• 
l,,a. 5-7 -o.' 5o1 
1,)5 1.0 .0.1 1., 1,, -.1 .o., 5o0 
1,,., ~., -o.1 2 •• 

1,,. .. , .Oo5 ,.1 
1,, ,.2 -o., e., 
l,a.o ,_, .0.1 ,.~ 

!oUl 26.2 -o.l 16.0 

!I Daa ,._ 110 POl•• .. : 1,a.o JIU'UJ' ens-~ •ep\1n 
f'lcve• ..... e-·· et .. u.-., ..... proooo4o ., 
- 1•-•· •- ••eT 1o &et1Ao4 w - proooo4o ot 
- oo.rUloo 1o• .. len 1:llo __ , ot n•owD4'DC 
Hftl'lUoo NUN4. 

Y ltlrAl ... o ... 1U'1Uoo 1oRD4 1D u--... t .. pnYln~ 
.. -.~ .. tUID Allll U.o _..._. .. laol ... , lloi'I'CIIIrliWo 
........ ..a 117 .... sal rru•rr ion•• _.. w ao.....-.. , 
..... 100 u& -.d tlla4a. !oUJ. 1110PUM lD 1ille UNo\ 
1.114 ....... , ... la\orooti-'IIOU'lDc pu'llllo &ell' ot \liD Uol\oA 
1\owo 4vlllc ~· pori .. _ .. , .. w ..,., '111Uloao. 
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TOTAL DOMESTIC BOND FLOTATIONS 
(EXCLU DIN G FEDERAL) AND INDUSTRIAL PRODUCTION 

DOLLAAs ---r----~--~----,----,----~----~---r----r----r----T---~----,----
, P£0 

Millions 

1•5 

130 

015 

100 

IS 

300 70 

zoo ss 

40 

zs 

OOLLAitS 
Million• 

•oo ~--~---+--~~--+---~---4----+.--4----+--~r---t----r---i----1 600 

500 ~--~,--+----~--+---~---4--r-+U--~---t--~r---t----r---i----1 soo 

.oo L---~~~--+---~--~--~~~~~---+---+---+---1---;---; 400 

)00 

zoo 

100 

0 
•oo 

300 

zoo 

100 

lt·U 
0 

Regraded Uclassified



324 

....... STRI CTLY CON FID EN TIAl 
d-.,.~:·~.,.._ I .,, '$ as Ull I • ..... IIIII .......... 

lefttM W I• I --a ......... Ill&- W.. =•· I I,_ .. 11 1 
ft1 I .. IIJut-.a illllr .... M '-B I.,_ ... Wt 'II .. II& q • • • .... ,. ................................ , .......... · ..... 
W 11111 ... all f/1 .. ,.at .. ta MaO I I .. J • I,,.._ &sae ..... .. 
...... ss ant ....... f/1 .. ..... .... .. • ...,. .. a ' ... 

_ ....... .u ........... ". 1 ........... ...... ...... 
..... N'Wt 

I "*" ............... _. ........ ,., ,._ .. ,... .... .... 
f/1 ..,. "'* ' n It- : ~ :::- ................... I. I . L 
ft a ... W ,_ -u..ie. &a._. W lit wlut. 

no•• 
....... ..... a ,, ............ .... 

f/1 .. I. I . I. ft I ....... .,,tiS,- fll ...... HI Q .. 
............ _..._: ................... _,.a< 
&a ............. _........... :t ··"" .......... .. 
IIJit&* a So .. 7011 p I f/1 till u elm• till "a.:-
..... ............ • ... , lw ...... . 

.._,,., ........ , ............. ~ .. ~ .......... a~·--- ........... a?sul ............. _ -
,.... ltn•· ue a.,.._ .... • at.,...,..,:,. .... "-:. 
.. n":",:,::S,!7',._ file~.:,"::: :-15 f/1 7 ?W •wall 
M IIJI11* .. i 77 'e, I ... I I .. a- W lcs W Ill ... eM I 0 -
............. Sa ,., ............................ . 

fll&11n. 51 1.a-... •"'ease ............. I t1 • -. 50 I zl ..... 
wu.. ......... ~ ............. ' 'Clllll ....... ... =-:::;:.. ~";. ...... -::·.c:.r.::: = . '• ~'=-~"'!I 0:: ............... s ..'.a J .............. , ..... ,_ ... 

Regraded Uclassified



325 -·-
~ ...... 0 ............. 5-.&"Jt,'r-.nu.•.-.. 
~.:::::: t:~· .:::.-:--: "r :-:.: t \ :.. ·::: .. ..it :-
................... I WJR o 

0 

-- ....... 

Mihto .. taU W ...... - .... - 5- 1111 .. W liW • 1111 ..... 
.... .ul .................... •:,:•· ...... .. 
.-., .... wa ate,n.: . I .... 1r t V wa • · • l&loCI ..._ ~ 
,_111:1., ..... ,_, ...... ' ........... ~~~~ ............ 

:.!: • .. 7' :·1r:e :·.::.:a.:·~~ 0 .::. -: ~ -rw =.a:e:: ~· 
.,.. 5..U-'ltlla ...ar..._, •. ...._ ..... I,, trrte...ee 
aw ru et&IY IIU. .. lilt I te' 01 5 •· • t loCI ,_ •• lr&l•e taw te .. ......... ..u......... . ............. 11 .... "' ... ..... 

.... ... a =0 0 ._.._.,.,, ..... ... 
t6 ..... - t6 - l?'l us .... _.... .......... --· ... ,,. .. ,,..._, ................ _ ........ ...... 
:. ~ ;.:.0:: =-,_ .. -;· ': fl "--=-::..~ .. =·==·=,~-: 
... 0 ,_ ...... 

, utrt •· • .... te ,.. ... - • te •· 8 a , .. s n m ••· =:;.::·=.a: :..a:::--.. -:. ... :-:. .... - sr:.= c::.· 1 5 .. 
"' fwe11111 t I te _ ... ,21& 

0 

5 ................ ,_. ... 
Ia 1 ..... "W ala ta. ... tat ,.., • 11111111"- lltull, .-a ::..::o::.: ~,:::. .. • s: . .:..:: ...J•:· ·n • .,s.:.s..:..! = ~~~~ ... 
.._.1111 .............................. - ...... , •••• 81 " : = ::• :.:·;.::-:. -=:-..:-..:•; 4 s sis -:,-=:.,•.:. 8 f~: :U,"• ,.,. ............ . 

~??f? 

Regraded Uclassified



l 'i f! ';;' t:eE K(&!~~~rf:: i a If l .. .. i .. ... • ... ! ~ .. $: & 
f~ !li!~ 1-f~ if~ ~lf"'wa~ !~ttt! rf-~~~, .. ~ ~ ~ ..... r·~ ~ ~ • ... .. ~ •• ~ .. r~ ar~ 

r~ i !JI f! ~~: ;ii'~ '~a~: 5~ir;: ~~~~ i 1 l! ~~~~~~ fl; ll; i!~[; lr~~. r~:!l~;lfJP i • 
li r ' :f~ !f~ !f;J~ ~~~~3; ~~~!f4i;~!i " 'I • ~, 0 r!l · f it ~. ftE f ijr· !i !a \if ;it fl. fiJ: ili~i ~ ~~~-~;,[i 

(lc:l I ~ ~~= ~i~:~ Ef1·~ [11![, .. - ­
l ~:1li• 3'~ ~r~ q; i. ~i: 4 ' f:ar 3 i'~' 

~ 'C'P .. , .. f 

!' ,,:;~: t'! i~; ~~i:t ~~If ~J!!iii:! 1 al ·1'1~' :~i it~ fil!t rl· l .. ~~-f~:{;. 
•: 15;1 t1~ :tr i'~~i t'1 !~ ~,:~ Jf1i;!; 11 IIi t; · 1 = ~. • ~~ h ~ • E • : r ;; :: ~ f ! 3: :2" • • ~ .. a. f:l .... .. 
1 . if~ J! i'! !1a(i :1f~ !f:llrl!jt ! 
3 'l!~~ .. • ''' ~ iai =it ;rJPwrci l = 

~~ i if£J~ ~~ 1Jt! J'!111 ir,l J"i''!lrf! i ~ l : ii 1 a. ~li, I f1h~· r-

- ~ 

H 
s :if 

I : 
~ ~ 
i ~ 

-4 

~ r ~~ l ljf' fllf ~i ;f;Jli 
' ·- .......... - I ,J ' . 2 1 

Regraded Uclassified



INT'DOI'1'ICa c c ··-"~ 
....... -'1ft]. 17, 19111. 

TO 11r. o..u.a 

!Ill.• llllftl .. llr. o..u.a iatono& 11r. Dlatrloll .w 1oo w reoet....a a • ,_ 
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P" .. , .. a ralweM tr. tM lr•w 1 • M ,....,_ t» lilll'llar at _.. - -••• 
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TREASURY DEPARTMENT 

DAft .I.JII'U 1'7, 1M1 

Sooro\ar,y Morcoethaa 

CONFIDENTIAL 

loU h •-rc1al couol'llll 
hftiiMM h'• •-rolal ••••r• 

o,.. ....,., eterllac - ttn\ .-tM at 4.01.-1/2. .&...- -u•, u _. 
h 4.01 &114 I '-' a& u.a& ~1 \Uo ;wt the ef h i'MOL bM&MU- at \M 

nponlac 1luloo"" • tau-a 

lelt te I l61al I Ia I TrY 
,...._ .. ,.._ 1 nlal ••u-ne 

& 1 ,000 
& 11,000 

!be htoe h'aao, nlcb 1aao liMa ... , •• tor •- U• 'bo-a .l!l!ZI aa4 . aazl.-1/1, 
a woe1t teo4nq ,.._, n t_... a lao at ,'IIJt/tl-1/2 t llle anoraooa aa4 e1ooe4 

that 1..-1. We ....... taa4 \ll.o\ - •• Tort< 'boalt 70o\er4llr reee1YII4 u or•r 
Port'IIPol \o eoU eoo,ooo lwtee r- at 'boot, •17 halt ot wll1cb waa .,.. .. -.. 

latt JL1cllt 1 e aloeo, '!ll1o - 'boalt aloe .._1ft4 u o..Ur fr. llle..,.et t111o 
l":::"~~.t~o;.:••:!11 100,000 1w1 .. ,_ at Ilea\. Wlllle U euntll4 tu oeooD4 halt of 
I\ ....... 1a \o48r1 e tra41al , \M 'boalt Molt ao aoUoe • the '~~•epot 

,. the ...... 1_, at .......... "" \la1o an ........ a ....... 0 ...... to ••11 
~,,uw htoe ,_ - ..-1ft4 tr. Por\-.pl. 

1M ........ , ... ,_ ,... ........ \o .~ a& . 11156, .. . ..,... rltll the ~ 
f1oal .-otaU• at .m• roeebM 1e TOO,...._.,.._. 

hnMr tap eo ' "'*pl.- 1e tlllt Ollllee ,..o. ftol fteal t..ot.tloa waa 
41,_, - ..,teo\ ~J.a/ilf. laot ei&lo'· 

le ... Teft, olaolac ra&oe for \M forolca _...,.loti 11e\M lleloo - ... ao 

c···ttu 4ollal' 
leoUell U.. 
J.lellueft 
1.11'& 
lraoU1ae a1lro1o ( tne) ........ ,... 

11.-11/tf> 41••-' ... 
. tOOl 
.oeoe 
. 01106 ,.,.. 
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( 
lD SMapl , \he 7"U ill tor. of ov cv r u c:r .... qute4 at 5-7/~, .n 1/1~ • 

. nerll..oc wu 2j l ower at 't..~l/2. !be 4eel illo l a U.• ,.,...._...,l.l.u' rate •-U~ 
. .. uaoc1ato4 wltb nporh tbat tbe n.,lhl llrucheo of fOV' C'>nmlld~coatroUo4 
baAloo bad cl oao4 f or 1111 1a4ef l.n1to ptr1o4 .. a roro.lt of roaowo4 tenorlaa. 

thoro 1t0ro 110 1014 traao&ctloao eoao-to4 ~ ua wltb torolp a01111tr1oo \o41t". 

No " " 1014 oapceauh nre n porto4. 

Tht ..,..~ of 7on1ca &D4 Doaeot1c oo ... reo roportod 011 ~prll 16 a tblpoeat 
ot 16,000 o\IIICII of rofiaod tU .. r 'ball1oa , tta t troa ,.., York to u =-4 
coMIP '" la Lit lieD, Port,..U. !be tbl.pptr ,. .. llaD<lJ aad Barooaa. 

lD LoadoD, a pr1eo of ZS..l/34,... apia f1D4 tor lloUl epot 11114 fol'lllll'4 t1hor , 
oq~oaltat t o 42, 67,. 

!be !re&t"'7'• parobaao ]lric• for forolp tU'Nr .... vrbaep4 at ~- ....., 
u4 Baraaa'• ttUloaent price for forolca oll'Nr - &lao ........... at :64-:S/~. 

l o _.. foor pordlaaeo of aUwer tot&lt..ac 400,()(10 - ..,..r the IU'Nr 
Pucbuo kt, aU for forward. 4ell'l'ft7• Of tb1o -'• 300,000- ropreMato4 
- prod~Uoa troa P.rv., 11114 the a hlac 100,()(10 -•• coao1ate4 of - ,.._u. 
rroa .,...so~ other foro1p coutr leo. 

C 
!'bo r tport of ~pr11 9 roce1 .... fr• tbo l ... ral .... ...,. lluk of lft T- chilli 

:ort lp oxcbaacO poi1Uoae of .......,. aa4 11aakero 1D 1te 41etr1c\, rowe&lo4 \bat \bo 
total pot1Uon of all e~tr1 .. ,... abort the o"'1Y&lent of $6,836 , ()(10, a 4ecreuo of 
$192 ,000 111 t bt abort poi1Uoa. Jot oballcO• wro ao folloaol 

Shor\ l'oo1Uoe lhort J'oo1Uoll 

C®Ot!J ~J!:112 U£11 9 

IJ1Clao4' 0 • t!iO,OCIO • 477 ,OCIO + • 37,000 

luropt :1,438, 000 :S,Ml,OOO 9?,000 

c....u M2, 000 (LODe) 180,000 (Loac) + 162,000 

Lot1a btrlea :seo,ooo :161,000 + 1 ,000 

l apa11 1,700,000 1 , 25:1, 000 - 447,000 

0\hor .&.ala 1,411,9(10 1,570,000 + 1.&1,000 

.Ll1 othoro 21.000 17,000 4 , ()(10 

! otal .., ,031, 000 $6, 836.000 ' - $112,000 

' Plua tip (+) 1a41aatoo 1- la olaort :poe1Uoa, or .4ocnaoo la loac pti1U•· 
111aua tip (-) 1D41aatoo ..._ ill olaort pot1U•, or 4ecr ... • ill loac :poe1Uoo. 

" Coab1ua4 pot1Uoa 1D nc1tton4 &D4 Optll _..at ttorl111C• 

/~ 
·coNFIDENTIAL 
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TO 

""'" 

TREASURY DEPARTMENT 

INTa" OI'1'1Ca COMMUNICATION 

horo\&17 llor,_u.. 

Jolla wu., 

DATa April 17 0 lMJ. 

IIJ', ...,_, •· ~. of '"" ~ Jlhiotoa ot tile 1\aw 
Dopar~...,,, M1epllou4 • re•~ INpl'd1q '"" .... ot lana Yolt• 
PIIC • ht1Ua, nt• .. ,...,...., w rev a\\aUn - •dlul ... 
\)' \lie Geni'Mr of 1-.l-. lo Wl4 .. Uoa\ 1- ._ ~- a... 
- ta 1-.loa w - \lie Jaroa u4 11M ua 1Qt4 w IM•-w a 
Molt tor Ida - )4'1 ·~ - •" ot a .,. •oa pt- \o "CCa\ ot 
u.. ll···· .... ~ ....... , .... ~ - .. lac w ........ 
,... ta \M _,_ of .. "lac htUh taw \lie Va1\o4 ''-'•· 

•· ~ taol!aaW '""' Uoa a\U.,... ot \lie lrl\lu oa\Mrl­
Uoo wu ao\ ,arttoalar~ aloar. hUUa to a pro\ ... of '• IU\ar\ 
oa4 \lie Gefti'Mr of 1-.l-. tM lrUlolo HCIIIl'lV oa\bartUoo, a..­
wor, lMir •• hUlh wU~ aaat4ai'Mlo •lplot-. lo llilo -
ot" toat~ .. -u- ta 1ar r ..,. ~arp ........ "'-r .. •• 
"Nllon ••• h\lth - " .. u~ a troo .... ,. •· ~ II4M4 
\lla\ u oat llr. Daa w'lll4 M "rr .a ..-ta•• hUUa -tac taw 
U.. tlalto4 1\a\oo oa a .,.o\~ noo oa a,..,.._, keto. It, bo-, 
u.. lrtUu oa\bortUoa w'lll4 M nutac w arraap tor h\Ub \o 
rocotft a a. • .,. •too \llilro wal4 Mao •'Jootl• w IIIlo •••rtac 

u.. tlal\o4 ''-'" - • notwr'• noo 11"4 tor o1z -·- oalr· 

I wl4 .... ~ 'ba\ I tl.4 ao\ \oUon \ba\ 7W - -
opoolal ta\oroo\ ta \lie oaoo of htll\1 oa4 \ba\, 10 tar u I -· 
1.,. 414 ao\ ..-a.pla\o ta\onoatac oa 11.1.1 'obalt. I \llorotoro 
ulto4 1011r llr. ~ ••• ralolac \llo qu1Uoa. le uowero4 \lla' Ill 
bopo4 ,., - t..nao ..,pro.ah'04 7W ta- M\\or 7W w'lll4 t .l o­
o...rop Ida troo panalll& \lao .,.ooU• ot a ""''- n11 u4 1oo4 ll.to 
sta4 taw,.,. oa..•aol of,.......,. ••rr tor h\U\a. 
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• 

aamear•a.un, 
WA&aiiiCmla, D.C. 

17th April, 19tl 

PERSONAL AND 
SECRET 

I enoloae ~re1a tor 70Qr peraoaal 

aD4 180Ht 1DtOI'II8140D 8 OOPJ Ot t~ latest 

report reoe1Ye4 tro. Llmdoa on ~ a11Ual'J 

aUuat!ODo 

'Die Honourable, 

ReDr7 Korgen~u, Jr., 

Ub1ted States TroaaurJ, 

Washington, D.C. 

Bel1ne ••• 

Dear Ill'. &eoretal'J, 

Vel'J a1noereq 70ars, 

Regraded Uclassified
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IU:S'ftUC1ED 

M.I..D., U.D. 12s00 U. 4pr11 17, 19U. 

SITUUIOII IW'tllT 

I , 1Toa tarn The& tor ot liar 

Air t Gel'llltoD. Z.ot n16ht London •• att&oked by an eat"-ted 
ml.nilllua ot"lRll planoo. Widoaproad da!Mso •• oauaod . 

Britioh. Jlol'llltol n1sht oporationa onr no~atern 

II . kllau1 !heater ot War. 

Grollndt !qool&T Pr011t. Tho Pirat, Sao-, !bird., Povth 
,and Pittb fiiioala... um.ea an reported by !orU.n to haft awa-.red. 

!he a.rw.a o-...ique ot April 17th report& thi.t the 
r-lniDs a oti"" ill TllSOolaTi& will be •rel;r ot a polioo aature. 

Italia.n trool!l adftDoiJis DOrtM&rd trca .Uh&nia ca 
both a1dao of Z.ke Sl<lltar1 han oapturad Cattinje, tho r ....... oapital. 
ot llonta.,.cro . Italian tor oea are adftnoins tr .. Spalato and Cattinje 
upon RaCWia and Cattaro , tho two r-1D1At; ooaporta or T\lSOal&Ti&. 

Oroolo-.Uh&nia.n Front . 0.1'110U1 troopo han oapturad 
Serna, oouth ot tho U 1&lii01i rlnr aDd wut of llollDt 011'1l'U • 

A 0...-.n ooliii!ID baa oooupiad Granna , oo..-ot ot 
SorTi& and 11 reported by Athena to be adT&DOin£ 1D the d1reot1011 
lalabaoD.--Trllckal&. 

Italian toroaa aro &dftDoi.ns oou-..d trca IoriA 
1D the oaotarn portion ot .Uh&nia. 

Airt Cloao aupt!Ort oporati«<l oontinued by both a1daa. 
Conaidorab!i"'"O..-n atretepo ~ins 1D c ... tr&l Graaoa. 

III, lorth Acfrloan and llocl1torranean !hoatero. 

Orollndt !he Britiah forooo onoloaad ill Tobruk han -"• & 
oorioo ot ouooooatul oounterattacko and haTe captured prioonora and 
boot;r. 

The Axio torooa 1D Korth Atria& haft ado DO further 
adn.nco to tho o&ot ot SoUUII. AJtia meohani&ad reiDforc-to are re­
ported IIOTiJis o&atwnr<l. tr ... Bench&•i 1D tho diraotion ot Deral&o Britiah 
reiDforo-te troa Abyaa1n1a b&TO bopa> to arrin in Ec:rpt • 

.Urt Str&tepo bollbinC by tho R.A. P • 

IIIIBICftD 
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Preoedi~ report stated 76 dhhione were in the Wut. 

The figure of 12 diTiaiona in Korth Africa appeara to 

be a oona iderable overata temeot. 
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TREASURY DEPARTMENT 359 

DATil Api'U 11, l 91Q. 

TO 

llr. Ooellraa 

STRICTlY COIFIDENTIAl 
ICr, Walter l'oub.r, O...al Me•·l"' of tbe Clre41t h111o , oallet oa Mat 

101()5 7"\aftq Mralac. llr , Oeorp l.WINO' W toltJIIII'UI M tr• Iaw T­
oarllar la U..,.... tw \lllo ..,.la....,t. tJpoa t .... 1aaUac Uo noU wUio M 
I toot ICr. l'ooaler to laV..U. lola to Mr . laraohta. Mr . I.1114aq w wr1U~ 
Ill'. hltr abollt ICr. I'Malar, '"' ""• I cot 1a t ... wl\11 ICr. l'oltr tor aa qpo1at• 
aoa\ , tallowlac l'ualer•e Tiel\ to M , Mr. l'olq wae oonpla4 11114 .._..tet tllat 
Mr. lan otola NHift lola. Mr. healer W arrlft& ta \lllo oo•U7, e.oo :-1 .. 
))' 1111 eoa no 1e r-•·sac loOirl to 1-. ,_,_ MU~ac Rllaa11 , a tw ~ 
.,o, after t141"' tl'llftl ti'NI lwUeerlaa4 na lpeta 11114 l'ontpl, 11114 tbea lir tbe 
I . I. bot.. llr. l'laallllr nponet tllat \be Rl roue tr. lwlbwl.-4 t o \M 
ap.ai& 1oar4ar - • 1-.... naalac. e1aoe raU •-Uoa W 1oaaa roana'111111M 
aa4 a talr}T .. uet..narr tra1a h naa~q ti'NI lwlt001rlllllol. to l'ln lloo& • u.. 
lpaale troauw. .. tldo 1oa ··v n.uoa - ,.. ..... u - ~ 11114 hr a 
...noae - -" ,_.MUu roql&inac tov or tho llovo. o.....,....t}T t11q 
all• tile trala ODIIMoUoa - .,..t ~'Mala ~ la \llle l l\Uo 1oarUr •-· 
.l&Uo~Uac \Ilia toroet lltepower, Mr. l'laolar W an-aap4 tor a ootor aar to­
vp t roa Jaroolua to _, Ilia. hoa tranl 1v tllie 41~1 .. \M :lod.ot ,.. Mt ...,., 
elDoa 1t W 41tt1oal\7 ta .-sac Hftral of \loa 111Uo '•'"•• tile bortar 11114 
Jaroalua. Mr. l'loaler roponet tlln ooa4U1ou ta Je.roolua ..... aot too W , etuo 
.u.ch of tile bwto of tbe o1n1 war 11M 1looa oloaet "~>• aa4 oertata toetot.Uo _. 
uaUaU. • .&a be tr•u1et l!r trala ._. WrU, ..,..., ... \be otn.u .. ...._ 
llll4ll .. r .. , - ta \be •pttal u p1atwM aa ...,.nsac d._.._ et n.nau.. le 
oal4 U..t to~• •tac to tU lna4 or tih 1eto1 wore talJ'}T wU ...,_ oaro 
of . "'' tM\ t11a .... IIi.._. clnac Wl7 ...,..r rou- .... -··- • 1.laae of llpaalar4a .. ....., .... , ... ..... .. , ..... u. to .... • · .. •aU *lla\ \M 
•14.awalb _.. .. , .... wUII - · - aa4 oll1lboa ......., ter o -' or a '-"• 
u 11o JIU u. •· I'Maler rocroh u ,.., _.. t~~at .. .....,.. .... 1n- 111M '-­
choa lpola ta \lao - et toet ~U••· 1e 1oau .... \be ••h7 ta • 40}11'loo& till 
•vpplloe tbat \be a ... ru wnl4 tla4 u a lta'lll\7 rotbar t11aa aa aeon lt U.. 
a\t...,tet to - tate tile -•1'7. l1q - aat-tac lpela w.l4 ....,. to 'lrr1lll all 1 
foo4 nppUao a1eac • .-&...a'- aalle4 apoa to lMIE an- tile ll'lwl1 M 'I'!'!. to~ - m•• ta u.. .....,, .. - · .. tiWID t~oot a -'"1 - loet u.w~ ..... 
eovJ4 1oa -.tae4 u "'* a I -*lea .. to proweat -. lopeno paMiac t- a,.ta 
to a......- to tile Maotlt "'tbe ..... .ut...,. t-. 

Mr. J'aealw JWOJUf tile tiftt.lUoe !IIIla 1wtt001rJ..A lJ 14 FE I dill M a 
roeolt et IM)!Hv to o'Mela _._, MHfta1o Ina~. '-til t• llllr-­...,..1 .. - tw uWadloa ta 1oo1r ....rwtwoe. ....,tau- on • ..--~ 
oarrtet • wttlo tile Jrrltloll ._. aMd•'EI& ~ •trtae ..ur aanoerto. ..._ 
ower, u h 'liar 'II& hrruo•r~&Jr tiftt.lt to .-..sa ••Oirlala tr. t11a UUW 
8\a\ao, aii}IMlal.lT U ..._ to tile oll.tJl'a-' ri* tllat tile lwtoa lllportoro.., ~ 

Regraded Uclassified
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,q l>oa!.uu 4eall_,. vi* 0. .,, llaeo llltto.rlaol lo .. _ .... ll.J otlU lJa 
'IIIUiatu contact wUh o.,_, U 11 Utf1aalt ta flAil a _ 11,.. OIIPebt. 111 _..,.. 
!AI OJl t...U with \lie 1Ja1t .. ltatoo llldeb ...... , ~ llaw - lat• I ... 

o1 'llu!Meo wl\11 o.,_. lwlu 1MuU7 11-Yoftiac Jll'laa1palq for prntll­
IAI &114 oapp~ U.. llwloo ~. Blo lat'- 11M •• ..._ bpt at 1h f.U •'111U­
.. uoa otrac\11. '-' h nlU a~ oonJ,-.... ta tile -t17. Oat 111 u.. 
tvoln luu>4r04-~ lA t1oa lwteb lllt1oo Ill U. OnUt hlooa, at loan ff!V 
h11114ro4 aro oo .. tant}T a'beeat oa a1Ut.J7 Nfttoe. Blo tool pro"'- baa ...._ 
quite urioua 1Jl lwltoerlu4. !1M -.1 noel....._ traa O.Na)lJ ))tll'ldto oalT U.. penial 
hooU"' of boMo 0114 'llwo1Mao lllt1oao , &\UcOo ...., ot U.. rool ... b of u.. olUoo 
liD Zurich aa4 liM!. to &"' ta OM f1l U.. looal lletalo for a - bo\11 o• a .,.o1t1 .. 
&q of tho wooli:. Blo , ... oU•Uoa lo Mt "t u bo4 ao U ...._ •- u.. o.t 
o1 tho loot wr, '-' -.souoo oro l'OU-' ftlr7 .....r.llT. !1M 11w1 .. .,.. uu-• ... 
to aaia\ala u..u , .. ., ·=•· all4 1aa1t to u ao a tn..a,. ._._,..,to .. ~ 
lhlllc 'llllalt .._, ...-. u..tr podUu ri...-to U.. total1tariaa ototoo. 

Ill' . J'ooo.l• 11114 Mt -... lA ~ tor a lac llldlo . lo rooet....._ repone U..t 
thoro,.. ao cnat _...._ate• tar tile wr. bu otW tiM pooplo ,..,. babe....,-. 
COIII'ocod 'IV \h8 ---· wlaieb BUer W aebleftd, ... than 'IU oor1alJa1T M -o1 uo-olaa nWa tiM -'17 t11a1a .._t - .., tnGlo ¥1\IIU u.. f•ou 1M• 
tdooro. lrorid- ... ,__. 1a t.anAM -'"" llaft ponltW a u.trnauoa rtl 
t..Uhrtfo oaft1olftt ta 1 a ••• tiM ..._ nu- ...... tiM 1-.1 oMd•• .. at tlla 
Mcl•ahc of U.. wr. llr. ~ W • llftaito tato .. tlaa 1o ....-& to o.-

111 Mtalo, ota., '-* ws- tiM a1Utu7 $1• h a b ·-t­
\W a. ., h w .. -- - .u .......... ...san ....... a-n., ......... 

VI&Ulor - Wa ,_, 

llr. J'ooo.1.r u..tW. la - ....U tiM •• :41 _. .. ,taa *1& 1o _.. rtl 
puoaapro ............. 14M olllpo .......... unw •• .. 'a . .. ..u *at .u 
_.....,, an \lura ll'':r -•al. adr ...-.8ft taDa...,. ,_ ~. -
oU.noo boob, pat 1a a..,., a1 _. ........ ter -.lllewa. la- 1ut1 1 a , 
tlla pu-s ••' pool a• ...-. ..... ,ada I' la tt., f•,r-~ paoene• a ta nntw 
tlloo Won U.. llld.p aut., a1 -:r taU.. 1&\er, • • a ~· 
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Arthur 
Purv11 : 

R. H. Jr: 

P: 

H.M. Jr: 

P: 

R.M. Jr: 

P: 

R. M.Jr: 

P: 

H.M,Jr: 

P: 

R.N. Jr: 

P: 

Apr U 18, 1941 
9:2) •• • • 

'l'banlt 70u, I went AWA7 t or three daJt oYer 
the weekend - teel 1ng a new .. n . 

361 

Wonderful. Arthur , I wondered 1t - w~tever 
the moet recent date 7ou have 1e - 1t I 
could baTe eoae 1dea bow a uob gooda 70u baTt 
on our doolte wa1 t1ng t or ehJ.paent. You know 
70u 414 g1Yt 1t t o • • on et eel, 

I 414Jl't qu1te hNJ' that - •• t o how •ob 
goode we han awa1 uac eh1~anu 
taa, on 01U' doolta. 

r ••• apart troa eteal. 

lo, I 1d lUte a treah t1pra. 

A fraah tlgara on ateel • ••••• 

And on nt1"7th1q. Bow UD7 t one ot 
aaroban41u, and 1oae k1nd ot olan1t1oat1on. 

t,a, I 111 aet that. 1 111 aet lalter wbD 11 
ap 1D lew York to oheok that With ipan1. 
Aotuall7, nan I 1nqu1rad the laet t1ae, at"l 
repreaante4 10 lal'&e a proport1on of tha 
total tonnaae that 1t .... e4 l'ld1ouloa1 to 
p 1Dto the o thal'. llllt I 111 alk h1a wbeth1r 
be ou I'' todq a olall1f1e4 ltat•aat of lha,. teal up to date • •• • •• 

Ail4 ~DC al1a, the ao1t racaai ttsve 
h1 hal. And I wonder 1t I ooal4D 1 t han that 
IIDtU w aet the th1D& olNJ'ed up 8&7 onoe ...• , 
A weet17 nat•ant. 

IH. 'ftw7 •1t aake one tor th• .. lnl. 

t .. , I 1aac1ne the7 do haTe that and b7 tha 
.., 1f the7 don't h&Ye 1t1 BaDI'f , 1t'• a good 
Wq ttR th• to h&Ye. -et1a11 llben 7ou 
aa tor a atat•ent lllr.e that 1t .. .... 

Regraded Uclassified



H.II. J r : 

P: 

H.M.Jr: 

P: 

H.Y.Jr: 

P: 

B.II.Jr: 

P: 

B.li.Jr: 

P: 

R.M.Jr: 

P: 

- 2 -

ot couree 1t tbe7 oould 1nolude Korth 
Aaer1oa 1t vould be ur7 n1oe. 87 that 
I aean Montreal ae well. 

Canada. !bat 1147 be d1tt1oult - a l1ttle 
aore d1tt1oult beoauee there - well anJW&J 
let ae t1nd out. ' 

Wbatt 

I'll t1nd out. !hat aa7 be a little aore 
d1tt1oul t to do qu1o1t17. 

It JOU ban ant trouble about 1t, Olarlr. 11 
ooa1ng 1n and the Pr1ae M1n1eter bae allr.ed 
ae to do • lot ot thlnae tor Canada whl.cb 
eort ot t1e 1nto tb1e. 

Iee, 7ea, quite. 

I aean llaolenr.11 ling. 8o 1t Canada at all 
bee1tatee, I oould go r1cbt to the Pr1ae 
M1n1eter to cet ••••••• 

Oh, there won't be an7 queet1on or that. 
It would be ••r•lf a•a1lab111t7 - eaee or 
ava1lab111t7 that • all. '!be head or the 
M1n1etrJ ot Sh1pp1nc up there, 11r ldwar« 
Beatt7, 70u lr.now 11 a prett7 e10k aan Juet 
now and their oi'JIIIir.aUon 11 a little abot 
I round when I wae up there on Me>nda7. 

Ooeh, the7 ought so. 
Iee, and ae a aaner ot taot I tb1nlr. the 
tonnage watt1nc at Bal1tax would probabl7 be 
1aportant. or 001&1'11, thl port ot llontreel 
11 Juet about open1nc. I euppo11 1t bee 
opened 1n thl laet 417 or two or will open 
1n the next tn 4171, and probabl7 at the 
aoaent the t1cure• t or Canada 1n the eaet 
vould g1•• a peou11ar etteot beoau11 t annase 
aoouaulatea Jult betore the port open• each 
71ar. 

Well, don't torget thl weet ooaet too. 

Mo. I'll eee what I oan do SO Cit a p1oturl, 
Renr,. 
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H.N.Jr: 

P: 

H.M.Jr: 

P: 

R.M.Jr: 

P: 

H.M.Jr: 

P: 

H.N.Jrr 

P: 

B.M.Jr: 

P: 

H.N.Jr: 

P: 

B.N.Jr: 

P: 

- ) -

We set a pioturo here troa tho lailway 
AdainhtraUcn ot all tho porta weekly. 
'l'ba t' • all tonnage. 

You get that troa tbe Railway? 

Yeah, but it doeen't diatinguieh between 
Dlgl1ah and an,tblng the. 

llo, naturally. 

But the New York port I get eYel'J day, 
aa4 ~ reat ot the United &tatoo I got 
IIHkl.y. It you oYer want to •eo th• I'll 
ebow th• to you. 

%ee. Let ao tl'J and 80e - it WOuld be YOI'J 
1a'N'eaUng to aate the two beoauao it woulA 
qu1U:l.y llbow probably the extent to *lob 
0111' ah1pp1ng 18 really the trouble. 

lee 11bat I han 
Ju•• ;rou know. 
a1a4. 

I know you 411. 

in mind, Arthur - thla ien't 
I alwaye ban eomething in 

And I'n boon talking about this ohlpping 
tbiDI and outeido ot the ten Coaet Guard 
OIIUN'a and theee other tour eb1pa

1 
1t YCil 

people han gotten anything, I don t know 
aa;rthing about it. 

lo, we haYan'~. I think that'• the anawor. 

Aa4 the only vey I can drautha it you ••• 
1e to take 1t and put 1t right on ~ 
Prea14oat'e doak. 

r ••• qu1u. 

I did that v1 th airplonu thle vaok. 

Oh, JOU did, did you' 

ens. yea, I 4111. 

lood. 
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And I etarted eomethlng. Morrie W1laon and 
Sir Be~ Sel f came down to eee me. 

Yee. Self told me he had been down. 

Right. 

By the way, can Harriman check i n t o infor ­
mation on that air t hing, of the type -
ae t o Vhere they are being uaed? I think 
Harriman would have a much better chance, 
knowing t he Beaver ae I do •••.••. 

Are you having trouble tberet 

Well, no. I no longer have any becauae I 
sot b1a 1n the poeition where be euggeeted 
the Councll, you aee, eo ve don't have any 
troubl e any longer in that eenee ot tha 
word. Nevertbeleee, the tact reaaine that 
on information l i ke that, Juet etrictly 
between you and me, I never teel t ha t our 
fellova can have confidence i n what come• 
baak. If it comee trom Portal - if it 
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oaae from Portal or Sinclair it would be 
another matter but when you get operational 
fisuree from the Beaver, I,trankly, Juet 
between you and me, .. euepicloue. And, 
therefore, it eeeme to me that Harri man 
would be 1n a very etrong poeition relatively 
to even open it directly vi tb Sinolair, who 
11 head .rter all of the operational end, 
aD4 1 t 11 opere t1onal 1n.t oru t1on rather 
thaD euppl.y 1ntonut1on. 

Well, einoe alking you t he Are7 hae aaked 
Arnold to get lt. 

Well, that lbOuld be all ri&ht . 

lo 1f you people can't get 1t, I'll get 
1t tbrougb General Arnold. 

Yel. I think Vba t will hafpen W1 th Arnold 
11 that he'll get Vhlle he 1 there a pretty 
1004 picture beoauee ••• • • • 

lo he hal been auld epeoltloally the 
qu .. uon that I allke4. 
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:r ... 

~ in the hell don't they uee thoae -
t be7'•e got oYer 500 Curtiee P-4o'e in 
lnglan4 a nd ae tar ae ve knov not one baa 
been flovn in battle. 

No. Well, he'll ooae baok vith that picture. 
For continuing 1ntoraat1on I vould auggeat 
Yer7 etrongl7 t hat it Arnold oan break 
tbrO\IIb the 41tt1oul t7 that be OUght to 
lNYe it in eoae V87 eo that eoaebod;f oan 
per1o41oall7 reoeiYe o•er there attervarde 
the th1J18 that he' a t oroed hie ••7 into. 
0therv1ee, 1t WUl die w1 th hie trip. 

But, Artbllr, here we're alllt1ng aore planee, 
110re plane• and there are our 500 euru .. 
P..-o•e our 1n England that hau nner eun 
battle. Now i t 1e prett{ hard to preea t or 
110re planee vllen 70u oan t get the anner 
of ~ don't they tl7 theea. 

Yee, of oouret 70u tte, RtDrJ , an7 tane 
pereon apprto1atu that thorougbl7 but Vhen 
rou're dealing with the Bea•er, 7ou'ra dealinc 
with eoaeth1nc Whlob it quite peculiar. 
(Laupa) . 

Well, all r1gbt. 

And be reall7 11 a problea for all of ue 
111 ban411q thine• like that. You eee the 
point 11 that oonet1tutiOD&ll7 and funda-
.. lltall7 he dote not belitu ill g1Y1ng out 

1llforaat1oll and, tberttore, ae o11e eenior 
War Cabinet ••bar eaid to •• - ht vat t1 tt1ng 
next t o tbe BeaYer around the tabl e one da1 
and the BNYer wae alked f or eoae f1guru 
and he had bun wame4 he •• going to do 
u, and be 4Naed out a little eheet and 
put the fJ.cure• on the table ana the7 were 
paaeed around. When they oaae to thie aan, 
tb1e aan rou tnov ae a Ntter of fact, aa1d 
•Well, thOle f1surt• are •err different fro• 
the onee JOU pYe .. lut WIU 1n tbet 
oollf14ent1al etat•ellt 70u prepared tor ••· 1 

And the BNYer aa1d, "Itt, an4 tbe7 1ll be 
different troa anr tlpree that I 'll gi•• 
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JOU next week or the week after. I neYer 
s1•• ~ eeta ot t1gurae that oonneot 
biOaUII 1t ailht OaUie trouble.• (Laugbe). 
A11ht. 

Yau eae, 1t'a another world. I aean, we 
don't get tba' troa &n7 other eeot1on 
exoept h1a. low 1t Arnold 1t be oan p1eroe 
Ulroap that, the 1aportant thlq h tor 
h1a to 1••• a traU *- be baa blaete4 
U ~Oil 1.(1U autoMUoal.17 wn &114 then *' • • oll17 • ., .. t1a4 1D Wlblob we set 
UWtiW!i tJoaa the ...... Ulat 11 reliable 
U4 ID d, ht -· •Cib1ne17 101111 wblob 111....,_.. tJooa Me •1 .. aJI4 then ·u won. 
•'-Uoal.lJ, 

0.1. fbuk JOUo 

AU l'llbt. !buk JOU, leDI'J. 
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to lh1 te ud frca 1hl te to Cochru &Ill! 10 

OD Uld 10 fOI'th, &Dd rq oal7 PUI'pOie of thia 
la, lo~, I would llke 7011 to get hold of 
Phlllp and find out what other atriotl7 
fi'IIIUJ'7 buaineaa he ia getting. 

I aaa•t bow 1diT thla nn went to Philip. 
~ bo., JlerlA, lll7 lt enr went to 

I -...tana 701&· h ... tea to toll• 1t 
... tor lftlle. It wu 10V ~a~Patlaa, 
.... S..ntu,, tbat 1M aee lt ftrit • 

.. ltf 

i' 

It-. ononct Mn la a alae ~ •etlq, 
u I na•n. 

•u, •••• 110111a u go, zaoruJ.lT' 

It o .. to • flnt, before that, and 7011 
n1 toW lt to Phil. 

I t1W1k 1t oaght to go buk thlll, aoa•t 1011• 

.AU rlpt. , ... 
I thlak ao. 

lilt u • nnlt ot pttw tllat, 111111ld ,.,. ••I t• Ida aaa eo owr lhe ~· lla.loh 
be pt1 wlllob lhoiil.d be rodlltrlbitdf , ... 
!11.11 h a lllaor We£, toa wn •artDC 7011 
U4 ehort.,.. of .&18lataata to thlt Seoret..,. 
I• ho 1t1ll A11latant to tilt Seoret&PT' 

(Jr. ~ allred tilt ooafti'&Dot.) 

-

.. . , 
'· 
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Tea, be i• still At1i1tant t o the Secret&ry. 
Ther are still fueaing about the allotaenta. 
I don't tbillk tber are going to gin us 
an allotment. Tber will probablr giTe it 
to the Office of Emergenor W&nagement, and 
•• will beTe to transfer this force over to 
them. 

!JI the aeantiae, I don •t .. e mJthl~~g we 
can do except carr r thea on our rolla. 

IDl tbet allotaent go bao~ 

Jo, it will be current. 

llall, who h boldi~~g 1 t upt 

'l'lae Bureau of the Bl~Qet, ae I undentand 
it • Kr. Hopkin• 11011'{ acre• to ban the 
Office of ~rgencr Kanageaent handle tbet. 

KaJbe he will feel differentlr - a little 
gouip iD the rooa ben. The Secreta17 of 
the Office of IMI"pplcr Kanag-t fi'OII 
uw 011 wi 11 be Kr. C07, WQne Cor. So it 
llua• Cor h there, aqbe lloptlu will f11l 
4llfeHDtlr about it. 

!Ut h the logical tbiDg to do. 

Wall, thh .. , transferred u of the fifteenth 
of llarob. I would like to get it off the 
'f'reUIU'J papoll. 

I will keep potlJIC at it. 

'l'be other tbiJIC, 0.01'£•• I Juet cannot 
belle•fl ~ 1711 on thh atulf tbet roa ben 
giYID M DOll Oil tub. 

'l'bla li..U YIPf ••h iJl thl rooa here. I 
ull:td GeOI' to get • eOM fiprea. I got 
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riel of ~ - coabat cue pi'Oducecl lut -th, .... 
t'heJ are not roal!r • tank, but ther are a 
coocl h&"J Car. TheJ call th• OoU&t C&J'Io 

f1 that that little thine that fOU 1e1 with 
tiM fov-whtel clrin goi111 all OYer the lot' 

I a aot 111n lllat lt 11. I thlllk that 
le lt. Oil the l~e tate, thef..ae 11p 
a t-'11 for • aa thq wre COUIC to lllb 
a lllut, bat thq had &11 11roe IIIIa I ~&14 
... aa 110 1111 clot.£ 1 t. 

811 ... , clo :r- lllacl atuailq Ia tro.t ot •! 
I woilcl lib ;rvu to f: back 1114 fi.a DRt 
..._ .. the appropr ation pu11i for ccabat 
..... 1VII .... 

All right. 

.1114 then when .. the contnot let uacl for 
IIMr •ch. It Bell hae 1111 ~Ug~etloae~ 1DR 
OlD talk to lila. Bow •ch 11- the eppropriatloa, 
tiMB w. it pa11ecl, a.a ...._ .. tU eetraet 
ltt. 

'f •• , •fb• thq oalr orae..a - 1DR '"• 
t11q un oalr rooehecl thil't7·foar oa.bat 
ean all together. Thie 11 all 1u the l"'H*. 
I Jut ant to gin 1011 thh etuff • 

._, -.,be ther ban olllr orclerecl thlrtf, 

.. , 1 ant to know wh1 uac1 I ant to know 
B "'•J• It 1DR han •1 trouble -

AJre• felt ••r.r bacllr about lt. 

'1111, he cloeen't feel halt u bu u I ao. 
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Now, l ight tanka - t hia i s t he one - total 
deliveries, three hundred si xty-five. They 
delivered tltteen lut month. Last October 
they delivered ai xty- eight. 

Now, tbe same thing . What is the spproprietion, 
tor how llllll7 light tan.lr:s, and what co~~panin 
have got i t, and the contraota are how .uch, you aee. 

I will get that. 

Can you add any auggeatlozu, Bell? 

lfo, I na juat going to aa7 tl»re waa •­
e~t in the paptr laat night about t1» 
.a..rlcan Car ad Foundry. I thl.nk tha7 have 
a cODtract tor about three thouaand care, 
and 1t showed a picture ot the linea ot 
tba.. I think 1 t waa about liVID mlllCIIl 
dollars. 

Tu. Have you an)"thlng to add as to that 
.. thod? lhen Congress paased lt, when tba 
contract was algnad, and who got 1 t ad how 
-.n, aDd how 1111oh. 

I think you mght abo wat to know whether 
tl»re ware any schedulea ln the contract. 
aa to the data ot delivery. 

!hat i s right. That la a good point. 

lledlu. tanka. Now, mnd you, I don't "' whT rou add ~ ad Navy, becauee Navy 
haa nothing to ao with lt. It juat COIIpli­
cates the picture. 

Theae tigurea include Arrq and Navy, but 
Navy wouldn't have any tanka. 

Regraded Uclassified



Bell: 

H.l!.Jr: 

Ji'ole71 

Schnr11 

H.M.Jr: 

Haaa: 

H.M. Jr: 

ihlte: 

H.M.Jr: 

Hau: 

• 

- 6 -

Karlne Corpa aight be ln the Ia~. 

Kedlua tanka, Phil YOIUlg nld General 
Karahall proalaed a hundred and al xt7-flYe 
in Ka7, and I aald he ••• oras7, because ln 
Deo.aber the7 produced none, ln February, •••an; Karch, alx; total aediua tanks 
twentJ-flYe. ' 

Be pro.l11d thea to the iaclhh. I -ar -
Uli thea 111len J011 uk thea, doea that aea 
tbe tank h OCIIIplete ad read7 to r into 
kttle, Ml lt pt uehllle pna a all 
tbe eqmi~t tut coe• with it, or 1a it 
Jut the bare tanka' 

'lllen h tba Clu7tler tak coalng oat'! 

!be fuat one rolla ott the llne thh week, 
aooorilng to the paper a . 

Did 1011 uk about thl hwldJoed and fin 
other thlqa'! 

••• 
• .Ul add that too, 

It aigllt be llelpt\U to mow what the7 npeot 
at tlai and ot a aoath or t::,; beoa11H th17 
.aF Jut be gettlDc r.l, thq u7 be 
rolllJIC off •ell tu er n a IIOilth or two. 

a. will get til& t. laat let' 1 toll• the 
tab uu1 ooabat oan. I thllllt 1t we toll ow 
tM t.U thlDg throagh llld add • lllmared -· 
tlYe ot tho•• othera. 

t11. I la&Ye the olaaria •4• up aow for ~ 
aU-alroratt P-Jll ana aeuohllpta. 'l'hat 
b Jut u aacl lootlq. 
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Take thh awar. You had better put thh 
atutt in the aate, 

373 

Bow that I haTe got rid ot tbia atutt, I haTe 

fot a 11 ttle tiu on tbia eud to think IDd 
am Juat going to la7 it out before the 

Preaiclent. 

I had a call Jeaterda,y along tbia line fro11 
a triellll of lllne, Eddie Tolud, who h 
counael tor the co..Ittee that ia going 
to iDTeatigate deteuae ooptracta. 

!cldle who' 

ToliDAl. 

That h the Irhuad 

He la a bad man. 

That h all right, he ..., be a cood lllll 011 
thia tb.lnc • 

.. n, go ahead. 

fuaou, Chai,.g of w .. al A!talra 1D the 
Hoaae, tol.a ha that u ahoala talk to •• 
that throuh Vluoa-fr• 11 w mft •-­
tb.lnc abou{ it, a4 u aa14 that Dder till 
atatute tUJ ha4 tU autllllri t1 to tate 
penllllllel, ua u ....tend lt there .. 
1ut1oc17 troa tu Bueaa .. ooula ub 
a.&llule to Ida tor that work; .a I aa14, .. n, lf he act la a requut, .. woald 
loot the 1ltuatlou OYer. 

'1'11.1 UD I u tb.lDtl.q about h tu oouuel 
tor 'l'ruUD. 

Be h all right. 
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That ia a different oo..Ittee? 

Sure • Thla h thh Allti -Labor COII!Il. ttee 
where ,ou will get a bad labor report. 
That 1a whf the7 got Tolma. Thh h the 
Vlnaon Mil tar7 Aftaira Co-.ittee, JaYal 
Affaire and Militarr Afteira are both the 
lillie. 

374 

Ed, gin the group a little tlwabnail ak.etoh 
of what n han bean doing about labor. I 
think the7 would be lnter11ted. 

W. eaggeated, the Seoretar,r did, to the 
Prealdint, a couple ot •eta ago that all 
defeue oontraot. ooataln a olaue that the 
oontnotor woald oa.pl7 1n oarrr!ug oat the 
ooatnot with all ot the lawa ot the Ull.lted 
Stat11::r.:IJ1Dc to labor, wqt1 and hoara, 
and wo oolldltlona and oolleothe bar-
p!Dlq 10 forth1 and he would ln tlll'll 
require n'b-oontraotore to qrtt to o011pq 
wlfh thoae requlr..enta. 

fte Prealdat aat the letter to Donald 
Jelaoa ..a Jelaon o... oYer here a ooaple 
of 4&7a -co with a oop7 ot a oGaDter propoaal 
that lie had aubm tted to the Prealdat. 

,._ ooaater propoaal ••• to the etteot 
tut auoh a clauae ln the ooatraot -td 
plaoe a unreaaonable pollee burden on the 
Oon .... nt, ad the pew t7 -ld be lt 
oa.pUaoe with that olauee 1n the o011traot 
WI not oarrled out b7 the ooatraotor, retuaal 
on the part of the Unl ted stat .. to aooept 
the uterlale oontraoted tor, whloh, of 
oourae, aqa Iebon, would be the worat thlag 
that oou.ld happen, 'beoauee •• need th11e 
uterlala deaperatelJ. 

Regraded Uclassified



375 

- 9 -

The S.cretUJ told hia that he wu tl7in .. 
to protect the Prealclot and at the •-.... 
tl .. prevent a repetition of what had happened 
oa the motors and ooal and 1teel induatrie1 
ln the wa7 of dia•atiafied labor and atrikea. 

Nelton aaid that he thought the real trouble 
na the failure of OPK to announce &111 kind 
ot a labor polio7, that there nre ontain 
Mabera of OPK -.ho were adi.Uilt on the 
tubject and labor wu d1taatiafied beoauee 
it ha4 no clear-out npreulon of pollc7 
froa OPK and it dlu't han adequate 
repn••tat1on 1n OPII aacl clldn' t han 
ooaflclaoe 1n OPII. 

!lae SeontU7 tolcl Jlellon thet he thought 
that two of th• oupt to be tble to agree 
oa , .. tid of a propotal -.hereb7 there 
wnlc1 be a p11'bl1c proacnmce•nt on the 
part of Oftrof an adequate labor policr, 
Ina JeliOR acreecl; 10 WI have been trfUBg 
to writ 10Mthing out. 

lats •- over ~·tel'llar, anc1 we got out 
a IC" ... t tbat ill aclcll t1on to an &DDounce­
... t of a labor pollo7 thet oontracta tor 
clef .. le woalcl 'be glvlll oal7 to oontraotora 
1ll th a ~ labor recorcl and who would co.pl7 
11ltla the 1- of the Ullited Statu clurlng 
the life of the ooatraot, that the contractor 
and the n'boaatnotor woulcl be requlrecl to 
alp a ctl'tltlaate of oa.plianoe w1 th all 
the labor t.1a of tbl Ullited Statea before 
the contnot woulcl 'be ci ftll to it. 

'!'bat h tbiJPOOeclve tbat waa followed in ru. lute of pattll!l tholl thing• in 
tu oGDtnote aa w clicl ill PW.l, •• put clau11a 
ia tun u to wbere tur could get their 
labor ather it woulcl 'be an open ahop Or 
olo•;a allop, and th• .., .. and the houra and 
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the working conaJ.tlona; we put all thou 
things ln the contract, 

376 

OYer at NRA the7 .. rel7 required a certificate 
of compliance tor the particular code of 
that lnduatr7 before a contract would be 

flYen to thea. Katz agreed and thought 
bat waa a good idea, and the Secret&r7 

agreed. 

Jela011, when Iata took 1 t up 111 tb hla, bad 
ao• doubta, beoauae !at t~bt tbat that 
-u aoare the 4ql1pta oal ot lnduatrr 
md he waa golJIC to talk to Blllam lut 
lllpt md , .. ot hh other uaoeiatea onr 
tbire. I haYID't heard troa hla. 

Be ha8 cottea oold teet' 

Yea. ftat 1a wlaat lata aald. So I aeDt a 
a ...OPIDdua that J011 alped, onr to. Iata 
md told h1a aa 10011 •• lie oould get Nelaoa 
to dp 1 t, to aead 1 t baok. I thlnlt 1t h 
1n41oat1 n ot --

rtll, thh Jlllh Iebon -­

lllPt 011 thl apot. 

Jl1cbt Oil the apot. 

Bee ... • thia took •war troa h1a 1D7 objection 
that be -.de la tbat letter to the Prealdent 
111oat pollolnc. !hat 1• 't a part ot the 
ICIIltPUt. 

Oa tbe othtr hiD4, it the fellow algaa that 
oortifloate ..a ho wilfull7 or knowingl7 
at tho tiM he al~ the oert1fioate1 ha1 
~ roaonatlona ibout o0111pl7lnc wtta the 
1 ... of the United Statea or 11n't ca.pl7lng 
with the lawa of tho Ualted States, he oan 
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be prosecuted under Sect ion 85 of t he 
Crlainal Code. 

Think I Ollght to call up S7dne7 Hillmen? 

I think i t woold be a good Uta it JOU 
would giYe l eleon a rlng and aek hi• what 
be think• and aarbe talk t o hia. 

Do 1t nw! 

I 1IOIIlf oall lelaoa tlrat. 

m.a lill cet 1t lut a1ptt 

tea. I ••t 1 t onr t o h1a rtpt alter 
JOil de-l 1 t. I th1U 1t Jell Oil will go 
11~ 11114 the Pna14nt will require OPII 
to ao thatilt 11lll UYI ••• ., aalutOPJ 
etteot oa abor. 

It lelaoa buu acrn. on that. 

•n. hh law,.r ooul4n't ban ..., ruther 
objeot1ca. 

In 414 lata feol about 1 tt 

a. felt 1t wu all Plpt. Be wrote the 
letter, J01l aee, objeotlq to the other 
p~aal, 1114 jut oat tbi fi'OIUid right 
011t troa '11114er hla, Ul4 he l4n't ban a 
lee to atUid oa. Be lw1 t o go aloDi_ !1 tll 
thla or ela• be wnrt.ll111C t o do anJtlWlg. 

llalla we are watlq for that oall, l oi'Mil, 
will J01l aet 11p thit o-s.tt .. , 'llllatner 
1a neoe••&PJ• oo.poaea of o•coanell, Baal, 
-· lh1 te, o •eoanell to head l t up with 
Leon Bcderaon. 

Tea. 

377 
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{The S.oretary talks on Telephone with 
Donald lfelaon. ) 

.Tuat a 11 ttle question. (Laughter) 

Juat a llinor thing. 

378 

Jell, it it geta to the Preaident•s desk, 
what the heok. What about the oertitioate' 

Be probabl7 wouldn't like to have it. 

Well, that wu a good dar' a 110rk. !low, 
what w are going to do a, we will han 
o•coanell repre•ent •e as the alternate; 
~ it will be a co..Uttee ot o•coanall, 
llau and White, and the7 will talk thillga 
over; and it there ia an7 aajor pollq, 
tht7 will bring it up to thia gr011p here, 
fOU •••? Ia that agreeable to 70u, Georre? 

Very 11110h ao. 

.ana 11r. 1hi te? 

~itt aati ataotorf. 

lfonan, will 700 take the neoeaa&rT atep•' 

Herbert? 

Untortunatel7, one ot our old trusted oaahier1 
up in New Tort wnt bad Je1hrda7. 'l'ht7 toUDd 
• nortac• of about two thouaand 4ollara in 
the Outa.houte. Barry Durllln& wanted to 
pq it out of hb - poolttt, 'but we told 
JWa, of oourH, that oodu' t be daDe. 

011 We outter 11 tuatlOD, do 70U nat ua 
to f: ahea4 Uld t17 to wort out a lnlaatt 
eat ute OD the bub of two big lot 1irealten 
Uld five --
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Tea. I thought it would be all done bf 11011· 

Well, the ice-breakers are a prettr crucial 
end ot it. 

How IIUoh do thq cost? 

in ott-hand guua ia probabq eight to ten 
ailllon, and ther are talking DOW aboat a Sl.O­
toot boat with a Yef7 broad tieaa, about a tour 
to ou rat1~1 a'boat a '170-toot bull &Jill a Yef7 
high-power DUael drin, probabq. 

Wlll there be enough l&Ddlng declt ~ce for an 
alrplau'/ 

1'bq are going t o t17 to work that oa, ;rea. 

Sure, go through with it. S11 it through. 

I thlllk ;you lcnow that we hann' t got &rrf weather 
patrol ahlpa, but I don't thlDk that ia in our 
lap at the 111011111nt, la it? 

It thq take 1t &lllif• 10111boq will do a0111thi.ng, 
that b the n.ocratic wa;r. Gin them no ""lee, 
and thq will 'llllce up and do 1011ethi.ng aboat it. 

It tllll7 take aenn outtera ..-:f, there won' t 
be &ZIT weather patrol. 

that b rldlt. !hen thq will 'llllce j{!.~d tiDAl 
out, and 1{ will be all right. lfr. Trippe'• 
Waah!Dgtcm repruentatln, whoeTer he ia, b 
goi.Dg {o get buq. 

Right. 

0.1. 'l 

Tea. 
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Iao1c1utalq, when tbq hue gone ill to luq 
'!'r1ppe'a whole tigurea, 1t 11 TIJ7 11lhrllt1JIC. 
!he reaaon he ftllted t o aell tbeae three planea 
ooatinc a allllon dollars ana a halt a piece t: 
the bi].hh na1 Pan-.&urioan 11 abaoluteq ' 
buttd. It 11 bllated higher than a ldte. 

!hq haTe bea •kh~ - •:r ott that Cllppq ..moe. 
w.u. tlae wle qat. 11 at.ao:brtelf bute4. 
~ M'nB't pt tbiiiOIIIJ' to pq tCII' tUM 
tUM - aldpa • 

.._ 'ld.U 'be a ... aohaa ot Federal ;l,aiq 

..... ap, tMa, ,..tv aoca. 

lit 

'Daue 11 lapalatlon 1111111r 11h1oh 1111blea the 
hien1 lallft'l bub to hold aooo111lh -

I la't lm• 1dl.7 I oaa't hear. ill JOU people 
ue p1Dc 10 Nf1Da4 oa •. 

!be wbaDir 11 oplllo 

a.. ll ledalat1• 1111111r 'IIIlich pendh Federal 
IIMI"h lui• to hold uooata for ton1p 
....--ta. !hq 41ia't an that ponr *-
1011 11t tha ~ 11 aaaq aoOOIUlh ill the be­IS••nc, .a I tlalDk-tbet oacht to 'be trautel'l'td 
onr 1111111r to f01'11p goT~.-nt aoooanta. 

1rolt 1t out w1 th -

l.opa wuta to write to the Board. 

Won 1t Ollt 1d.tb Dall. I don't ftillt to be 
11othiHC1111th u. llaat work 1t em. lbat­
ner J)aa deo14ea. ... 1111'11 ua Dall. 
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I • fuaillar wi th it. 

WbateTer 7ou gentl emen decide I will accept 
it and like it, ' 

O.I. 

lbat llae? 

Coloul DoD.OTan oae 1Jl to 111 .. 7elterdq 
with a Jlo. BoDil who na Fhoal 11ahtant Store­
tarT clllrlng the •uon ehiDhtration. 

Ia u the tatblr ot Bollll olothel'l 

I 4oa't t-. I doubt it. 

lbat doea u want. 

Doaofta anttcl to lmn whether or not he lhoul4 
~ a retainer b-oa Gienn!DI in the Blnk ot 
.._l"loa oaee. I told h.la I couldn't tell h1a 
tllt.t. .. wuattcl to mow whither ~ that 
1J1ent11t ubcl ul'l 1Jl the 111f ot adclitiOnal 
llruohe1 woulcl be turned clcnm encl whether theN 
•• aa ubeatoa CIIU'ta1n. '!'beN h notldu be­
loPe ua ,. aDil I told h1a I oouldn't tell h1a 
111aat tU atUtuU ot the ~bollar'e ott1oe 
1IUill4 'be aa IJIT ed41t1oll&lrequaata; ao tUn he 
l&icll ... u, then, thel'l 11 no reason wb.T I 

• aulah acldldoll&l Hqueata. • I aelcl, 
oel"ttfnlJ not, • bat he •• tl'7ing to pt 

.. o tell hill that n th~t the orpnlaation 

.. too blg aDil n wouldn't approYe IJIT ed41 tional 
bn!!ohea, which ot oov111 woi&l4 be the baah 
fOI' a wM••a againat Dl.l&DO to OOII}Iel h1a to 
do lt bat DonoTan got a little D&atf. Be 
puahed me pret t7 h&rcl. Be dldn 1 t pt ~~~,)'where • 

tou tell h.la we are no tugoalan. 
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Iu. Here ia a little mcorandwa !1'<111 the 
oonTera&tion. 

He got a little naat;y? 

I thought he went too tar. 

llhat cUd TOU do, puah hia in the taoe? 

Jlvbe he al.l'ead,J haa a ret ainu. 

I th1llk 10, 1UPe. 
I J 

Bc.4 h hie pa!'ber. 

382 

I aa ~need that DoDOnn would do it. Iu, 
I think - Bond - or DoDOT&D 11 oom18l to the 
Bond fil"'l. It WOI'ka 0111 WIT or the other. 

It 11 DoDOY&D ud Bond. He etaried out w1 th 
DoiiOYan ud llTol'd, and .llTOl'd split with thea, 
I think. 

Would TOll till: it up, e1 ther 'b7 law or 'b7 regula­
tion, that ~er1 haTe to 1tmise their tee•f 
!bat ~ ~aathl.nr I han been nntin£ tOl' ei~t 
78&1'1. 1lbe TOU go in to enwlne a law fil"'l • 
rnau, 1t 11 all lap -· ju•t llb thel8 
d1!'l-h. I would llb to han tha ah• 'llho 
tUb ollent h and where thq get the .onq 
hca. lcllr w .U a tellCIII' who ligu u iD.o­
tu W. ;bo helped h1.a .Ue 1t out. I don't 
He 1lhT a ~·• 1Jl hh 'boob ahouldn' t show 
11ho hh ollat h and how •ah he reoei Til fl'oa · 
that ollent. I don't eee ~ thq ehould be 
tpeated -

When the agent gou &I'Ound to innet1gate, he 
OUl get that. 

Jo he OUL't, ezouee •· I han been blocked on 
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that again and anin. I o&DDOt tina - I go to 
a lur otfi::,; ad I wut to 1a1ow what hla re-
talnn 1a how 1111ch - aa I right, Barela? 

Well, I th1n1t .John 11 ri[ ln theoey, but Tti'J 
often the acco1111.h kept the la11Jer will not 
lhow, tut •• 70U aq. t a atatute woula ao, 
lt wOuld purport to requhoe that the ac001111h 
lholr the ICJIU'ce of the f". I a on • t mow hCJW 
tJia t WDUld wort. 

lilt lD pnctioe! B&l'o~t="" fOU ena I-· .tter 111at pvt oular , we ooula DOt f111111 .... 
!laat 1a right. 

W 0111' •n ooulall.' t fllld lt. 

lilt ov .a do han, •• .John aqe, acce11 to the 
bootl &Dd reoord1 ot the lall)'n. 

~l bat thll' oumot 10 111. end find out J.D. 
pnfiloe, aa I right? 

toa are right. I • juat woaderlllg -

I WU:, Mr. Seoret&r7, a pod, repatable fll'l& 
.._,, aoaarate aoooan\1. 

lilt tho11 &r~~~.'t the flru we are lnteruted J.D.. 

!laat 1a right. 

!11ft 7CIIl han dhorla1Datoey leglalatlou of thet 
t1a4? 

C., u, 7ou 110uld han lt oa all profe11lonal 
people. 
toa wulcl }laTe to fhd cnat ne'f'l patient a doctor 
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geh hie fH fi'CIL 

~one reoe1T1ng tee• tor llrTioee. 

Johll, I aa telling 7011 we haTe got a lot of 
oa... WI oould ub head-.., w1 th III10h faeter 
1t .. oould get that brealtclOWD, u.d I bow we 
ban bee bloolted again u.c1 again. 

I cU4a' t kllllllr .. W. 

fab the old ..... 1IOPcl tar it. 

I ... 

llll 7011 clo 10Mth1ng about it? 

lea, 111'. 

!!laU: J'01lt IU • 

llna o'oloolt. I lllte JOUI' new olook~ 

!!laU: ;roa. '!'he IIOclel'D ap. 

It - tra. ... I'OCIL 

(IAaPter.) 

•" 11 1111r olook'l 

bt 11 all rllht, I thaudlt after I - that 
aloe 11ft clelk lbat would ~ next, too. 

I llb th11 delk. 

(J.evaM•r·) 
1ft ou thi.Dg, I lla1'1 bea doing 1101t of tha 
tellr1 "C toclq 0 I U I'UDJ1ing Wll behind. Sappo.­
J.Dc I pt a Oall MnncJq ar 'l'lludaf t o appear on 
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the Bill with a atatement before w_,, and 
lfe&na? 

Ot course, if rou get t he call, rou will haTe 
the statement. 

Well, haTe rou got it outlined? 

385 

Bo. DouschtOD called Jutera., afternoon and 
told • that he had aalted hie oOIIIdttee to .. et 
on lloDdq to haTe lfr. st ... and I go onr in 
exeautlTe aesaion our propoaal &Dd what sta.a 
thougtlt of it and -

Bat that baa got nothing t o do with •· 

~t I aa trying to tell JGU tbat the hearing 
won •t poaaiblf be Kona., or Tueadq. 

1fto' can't rou get an outline that I can look at? 
lhat are rou ,dolng this morning? 

l am going up and talk to Doughton. · 

Yea, but how about giTing me an outline on one 
page, what JOU thinlt I ought t o aq? 

ill right, aure. 

I expect to leaTI hare at two. 

ill r ight, we will ban it t or ;rou. 

Better let Ferdie au it. The point that I &a 
getting at, I do,n't want al111f& this terrific 
pressure on me at t he last minute. 

Sure. ThAt outline 1a going to change within -
between now and then. 

~t 1 t 1a going to be a philoaophical thing, 
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largel,r. I don't want to get down to rates. 

All right. 

386 

I am trying to be helpful. I don ' t want to wait 
until the last minute . 

I will have it tor 70u. 

Have 10u heard from Glass about the bank-holding 
thing? 

I called lWa personallf, and the old boy said he 
as going to do the beat he could, e.nd he would 
let ae know just as soon as possible, but I did 
call hill 11111elt. I &Ill IIIDTlng a little taster 
now. 

Jq Crane as 1n 1eaterdq. I hadn't been in 
touch with him --

I aa getting cheated b7 the asparagus here. I 
have a little m1111ore.nda I we.nt to get ott 1111 
chest. 

(Laughter.) 

ill right, what ia it? 

Go ahead, lln le. 

Bo, no. 

All right, what 1a it, John? 

lfere 111 a 111o11110randua ct the conference the dq 
before 71sterdaf. 

('l'he S.cret&rT held another telephone conversa­
tion with Donald Nebon.) 
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Don't let Ilia take that oertlflcate ott. 

It 1a all right. 

How was that? 

387 

Here 111 one other me:morandUIII. It" ill cont1-
dent1al. You •1 want to talk about it atter­
ard. 

lo. lnl'7thlng else all right? 

!11, dr. 

Jq en.~ ill ~aterdq, and I put hla l.a 
tolaoh w.l. th Phlllp tcrcmc, a he W&nh to COM 

1laoJt DOt nelt to ••• • about the -· allll 
I han a OOP7 for 70'1• 

I haTe ••en it, the ..o ~he wanted to ••• 
•• 
Be hu ginn • a two-page MilO duoribing hil 
popoa1 non. 
We looked at thue (po•ter•) 711teriq, and I 
fJutl:r •• alappoillted. !he OlllT one thet I 
woald \e wil.l111g-to u•• h thh ou. 

I aq thh 11 the onl7 one I would accept. I 
a 11111t aq1ng )'OU would hen to tab it. 

!re 7ou aq1Dg n can't plok a:q othert 

lOll p1ok one, and I will ~· but there 11 
ijae I 1IOUld llke

1 
_ _and nou of the group at the 

Jaoue last night J..Ued thea. 

ot oour•• 70U understood thue were just 'PI'•· 
ltwtnarr eketoheet 
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I know. 111ere h none there that I like and 
this 11 the only one I do, but I am not ~qing 
7011 should bu;y thh. 

What are those dots around the edge? 

RiTets. It is a bank. 

I thought the7 wre supposed to be tort1tiu­
t1ou, llld I was wondering about the Canadian 
border. 

lo, no; thq are rinh. 

I d1c1n't eee uq ot the oturs, but that ooa­
ft7• •-thine t-diateq. 

Ptrditt 

lothillg. 

Harold? 

JothlDgo 

O.Cil'gt? 

Jfro. SeoretarT f 1011 wt.Dted to eee • eo•tl• 
about that •lit• rtport on airplan .. • 

t... You keep alter u. !qthiag else? 

That 1a all. 

I han edi toriab and news stol'iu on the tu: .. 
1t JUU 1I011ld like Mrs. JO.ot1 to han thea or 
oan g1 n th• a spare 1110111ent. 

Editorials. on what? 

Oil the new tun, and the radio reports. 

Regraded Uclassified



H.ll.Jr: 

Sohlrarz: 

H.J.I. Jr : 

Schwarz: 

H.ll.Jr: 

Schwarz: 

Kuhn: 

H.ll.Jr: 

Schwarz: 

H.ll.Jr: 

Sohnra: 

H.ll. Jr: 

ihite: 

- 23-

<11. 

The radio t~ len' t quite complete. I sent 
tor Lowell Tho• a', and it na veey good. 

Oh, you lillian these are the clippings? 

389 

Yea, sir. I thought you lllight like to see tha. 

I lee. Aa,thing else? 

Dlere ia one point i n the Baltillore ~ edl torial 
Ferdie &lid I han talked about n are going to 
talk t o the editor about. 

!hey aq there 1a cme th1Dg ahaing trca your 
1tat111111nt, that you aid DOthing about the re­
duction ot non-deteue expendlturu, and •• 
dldn' t you aq &JU"thlq about it, and eo on and 
ao forth; 10 Chick 1a golJII to read tha a 
transcript ot the - - · 

lo 'paper ran what I •aid about it . 

It U1 have been in the Star. The star laat 
night. 

~elaet • 

That 1a all. 

Barry? 

lhen Phillip• •• w1 th u t11o clq• ar. ginu 
the data on their linanoial •tatu, e •tate! 
that they were IIJI&ble to uoertain tr011 the Ulq 
or Navy how llllloh OCllltr&oh the ~ and Navy 
would take over. Be •aid he approached thea 
informally but got nowhere at &11. I wg~ated 
that you might whh to aee whether you coUld 
get aDf intol'lll&tiOD. on thl aoore, becaue upon 

• 

• 
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that intol'lll&tlon will depend whether tbe7 will 
be ehort or not duri~~& the next tn monthe So 
1t fOU want to tab ~ up, it 11 - • 

We are riD& behind, and Clark ia here, and that 
1a wh1 am preaai~~&• 

Pl'obabq part ot four decision with Clark will 
reat upon Phillips' decision with hill, and 
Phillips will probabq state he ia not in a 
position to do that --

•ll1 J'OU hear what I han to ,.;r to Clark, 
'llhlllll ~ or J11A7 not soln 70ur probl•. 

Tea. 

0.1.? 

!b.t. t 1a all. 

Beli? 
Ben 11 1 ollpp1ng that fOU asked about on the 
looiMIIIIIt"...J.eqwt. I take 1t 70U will han that 
~..ablloaticm.· Don •t we get that RconOIQ' League 
jlablioat1on, George? 

I ... t aa.a help --

0.-a- Jdght take that and analTse the atathtloa. 

Cu JOil do 1t, llonda7? I want 10M help with 
~~~~ I need aome help. 

~. I aa.u.e --

'l'o t17 to kill this Agricultural appropriation 
OYII' and aboYe the President's Badget. 

., the wq --
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I need aaae help. 

There ia an itm in this raorning'a paper that 
the Hollae had agreed to disagree i n a confer­
ence. Whether that h pualiliig ahead now I 
don't know. Did rou hear &nfthing frora £._ 
~~ ·-J-

Yea. I brought it up at Cabinet, and he talked 
to the President, ana the7 are fixiDg 1lp the 
ec.dttee, and the Ploesident 1a aitti.Dg tMre 
alt!.Dg f ol' the ec..lttee to cau dcnm 111111 ne 
Ida, bllt the -he h out of tcnm. I ~ to 
a.lral Wataon last night, ana he aald, "I • 
~ t o do it, and 1l 7011 can follow up1 too. • 
bl 1-l&ld, "I han got a call in for Bqlllal'll, • 
u4 hi aaid, "So han I. • Be laid, "'!'he mate -
• are aitlng f or Cannon, 111111 the lllnute 
Cemvm 00111111 ~ole in town the hesident will see 
Ida and irop eTe!"ything. . 

I llan a .. orindUIIl on that conference in the 
!Delker'• office. I also han a 11111110randwa of 
tie ollllferenoe at the White House the other dq 
with Dr. Soong and the Chinese .Ambassador. 

n.. Did rou tell the boys about that, what 
JaappaHf You know, I get DanuT Bell over there 
to ut aa rq boqguardl because I knew thet So~ :ulc1q t o &U [Or f ft7 llilllon - billion -

Clllf .. it? Flttr aaaething, in a l1mp 
--. So SooJag toeTer opened his mouth, and we 
all daDilap ·to go, ana I a~ to Dan, "Well, I 
pe11 ~ lolt hie nern, • and I no sooner 
~ tllat. Jie tiad ot ntohu to see the &llbaaea­
aor pt 011t Of the l'O«a, and &I IOOD &S the 
......... left he goe1 11p and whl!P'r• t o t hi 
PNila.tt1 and the Pruidant eqe, "I 1mo1r 
1110W111 a11011t lt. Speak t o the Secretary of the 
fNuaiir· I unr hiard about it. • 

(!he SeeretuoT u14 a OODTereat1on with Spelkw 
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Boll: 

B.M.Jr: 

Bell: 

H.ll. Jr: 

Bell: 
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Rqburn. ) 

Here I a so 'tickled. I thlnlc I said something 
important, and eve17 radio had it from five to 
ten ainutea, and here is the Speaker of the 
House doean't know it, and I t hink it is llll.rve­
loue. 

(Laughter.) 

I thiDt he 11 deliberatelY not knowiDgi beoaaae 
he ella bow a 1004 deal about it. Be a juat 
ttptl.Dg ~ hoa taltUg a position. 

I WJik lt 11 arveloue. 'J'bat h ill Jl"ettr ROOd 
~· It I oan get a little 11&~ tJoca tlie 
fJoei.aar7 Oil IIJ' eOODOJIT dr1VI1 01' if -eb~ 
wUl tab a little inhrllt &114 give U lOIII 
taet1 and t~gurea ud 10 after the Baraau of the 
Blaapt - I uked a month &£0 for some atutf on 
COC oiDd IIl and all the rest ot it. •I need a 
little backing n•. • 
I tal.ba to Harold Sdth the other dq about our 
request, ud he aald they had to pull some ot 
thlilr ':lle ott that were making thla inveat1-
pt1on pat thea on the detenae ~. ud he 
iald tJIIT nre mowed under and couldn '{ do it. 
tllat ...az.anaa- 7ou remember the Argelltilie 
.._.l&dor epob to 1011 th• other dq. 

Sball I ask the lcODOIV League to cou in u 
.an .... to_, 
It lllght be good. 

1fbat 11••· Dan! 

Qa S,Ubh ellver. We are starting that, 7ou 
a. a4 the chargee that the J4nt wuld uke 
ls. thelr nonu.l procedure 110uld be quite hlP• 
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Bell: 

H.ll.Jr: 

Bell: 

H.K,lrt 

1'h~aont 

H.ll.lrt 

Sulll'ruu 

H.K.Jrt 
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We thought it na o~ fair to not chal'ge thea 
u;r more than outside concel'llt would chal'ge, and 
through the Federal Reaern Bank of Nn York, 
we han aacertained what thoee obargea would be, 
and in this letter rou tell the Spanish Jmbaua­
dor the rates!. which brings the coat down oon­
eiderab:q to thea. 

• other quetlon il the attonq'• fell in 
OCIIIDiotion with the llllt, Ul4 JOil an telliDg 
Ida that lOU will abiae hia later of the ..,.t. h the acre-t, I t!Wit 14'• olfloe 
feell t:ll&t then b a pi'OYialoa there 'lhloh 
11111 pei'Ct the cihargbg of tM att...,•a fue 
to the ~-~t, bat ;rw are telliuc 
JLla that for the t1ret tiM in thie J..tter. 

!o who! 

!be 9Daniah .babaaeador. I don't knCIIr whether it 
11111 lie a ahoolt or not. 

I don 't thiDk there are enoqb initiala oa thia. 

(Laughter.) 

(kqdote. ~ el•! 

!hat 11 all for the -nt. lor_, 
I han Mnral periOIIMl •ttera I would llke to 
He JOil abollt .a-tiM. 

•11, tell Stepbeu abOilt it, &Dd ... lhen WI 
are at. 

Oallot ~ be hen todq, air. 

•u, I .. lllllt goiJic to ... ll!a. I .. IOPPJ' • 
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I • boobd 10lld. 11k hill 11b7, llhea he eq1 
u h plq to co to work fOI'I_ the 1'na11117, he 
hl.a1t got tiM to WOI'lt fop Ulz. but he hal cot 
tiM to 'IIOI'Jt for the Jat1oaal KeiOIIPOel J!oV4 • 

.. , let' 1 111. lho atq1 trith •• lll'. Bell 
1D4 X.. 11b.lte &114 lll'. Coohna. 

C. I han two lllmat11, juet a breath!Dg epell, 
..a thea 1N will co on thet thing, Du • 

0 
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H.M.Jr: 

Donald 
Nelson: 

H.M.Jr: 

N: 

H.M.Jr: 

N: 

H.M.Jr: 

N: 

H.M.Jr: 

N: 

H.M.Jrl 

II: 

II: 

H.M.Jr: 

N: 

H.M. Jr: 

• 

Hello. 

Oood 110m1ng, air. 

How are you' 

April 18, 1941 
9:50 •••• 

Juat tine, thank you. 

Good. Dld you get rq little blllet-doux? 

I b&Yen1 t cotten the letter yet, no, elr. 
It b&en't ooaa O'far. I'• readJ' t o alan 
1 t &114 eead 1t O'far.,Jaet ae eoon ae I 
cet 1t. llU t told ae U VII OoalDC • 

.. 11 l&t& got 1t laat nisbt. 
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Ob, be cot u. 
1D and eee ae. 
tn a1natee eo 
lD a1D4. 

Vall, be wanted t o ooaa 
Re'a ooa1ac ln 1n Jaat a 

that 1 a pi"'bebly llbat be haa 

After JOII b&Ye e1snad it will you &1'fe ae 
a little r1ac' 

1 111 4D lt, e1r. 

'lrlaaDk J oa. 

Ia -• 1D and telltad t o ••· !111 only quaeuon 
I b&4 waa on tbe wol'klnc ot the oart1t1oate 
tbllll -.blob I 1 d l UI to tlllt our w1 tb you. 
I · tb1llk w oapt to eend t ba latter and then 
work out the aeobaD1•· · 

fine. Well, attar you' n read 1t and 11gned 
1t, g1 .. •• a little ring. 

I'll 4o that, a1r . 

'l'h•Dit you. 

An4 I'll glt b1a 1n Juet a taw alnutee. 

!baolt you. 

./ 
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The Preaiclent 

The White BDu~e 

Dear llr. Preaident: 

402 

I am writing to euppleaent mf oral report of April 11 
concerning the auggeation of the Seoretar1 of the Treaalll7 
'thet language be emplored in all negotiated dehnae contruh 
aubatantiall7 aa folloa: 

' 'to &TOld del1.71 aad lt0ppag11 in the 
prodaetion and aaiateaaaoe of e11ential de!anae 
aappl111 md 1ti'Tio11, the oontraotor agreea 
that it will oo.plf with all Federal lan 
afteot1Ag labor, md the oontraotor ahll.l cause 
an appropriate prorlaion to be inaerted in all 
auboontraota relating to tbia oontraot t o insure 
oomplianoe 111 th thie t.roTiaion. '• 

In rq judD!ent, it would aot be helpful to require the 
lncluaion of auon a olauae in de!enlt oontraoh. To do eo 
would, it eeeiU to JU, innitablJ rleit upon the nrioua con­
t raotiJic and purohael:ng oftioere of the &CITII'DID.t (and upon 
pri.ae contraotora in their relation to IUboontraotore ) the 
burden of deten!la'nc 'llhether &Dil wh• a Yiolation of law hu 
occurred. lxperienoe a.&onatratea that ~•• \utationa are 
frequentlr inlr1oate ..a JUgblr oontronraial, ud tax tho 
capacititl na of acooiee apeoiallf trainM and equipped to 
reaoln thea. Suoh a olanle woud, •reonr, introd:uoo an 
lncaloulable tutor into oontraote aioh alcht pron acutelJ 
8lllborraaeiJic tiD tbe pnJ'UIIlt, 1Jlth nente 1101'1ng and con­
ditione olwic.in.r aa rapidlJ ea theJ &fe, we eunot know at tu 

•tw when a oodraot ia executed bDw urceat our need •1 bo 
!or the particular artiolee three or au or twlYe 110nthe later . 
In oon11quanoe, 1f oontraota ab.ould inol'C&U tbe auggeated clauaa, 
we m&1 f ind ouraelYel repeatedlJ toroed to ohooee between reject­
ing artiolee the need tor which ia Tital and t..ldiate, and 
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afOid!.ng the obligation• illpoaed on ua b7 the clauae. 

It aeema t o me tha.t the point at which to illpleunt the 
l abor polior incorporated in the principles governing the letting 
of defense con tract s transmitted b7 :rou to tlie Congress under 
date of September 13, 1940, ia the ttm. of a.nrd. Under a procedure 
already eata.bliahed, major proposals f or purchase or conatruoticn 
by the irTq a.nd Na.vr •r• a ubmit ted to the Of fice of Production 
llanagement for clearance prior to award. The Office of Production 
l!anagement ha.a nated the function of clearance in the Director 
of Purchases, who 11 required, prior to cle&rance or rejection, 
to take the opinion of a~ diTiaion, bureau or office of the 
Office of Production llanage~~ent 11h1oh u:r han an interest in the 
proposal. It would be practicable to nlait the - of 1.111 
proposed aupplier to the Labor Dbiaion of the Oftice of Produc­
tion wanag ... nt, prior to clearaaoe of a proposed award; the Labor 
DiTiaion oould report on auoh propoaed aupplier' • record of coa­
pliance with or rlolatioa of labor lan, u utabliahed 'b7 the 
orders or rer.rta of appro~!ate adwSnJetratiTe agenciea or b7 
Judicial dec don; ad la light of thh reoord ad tlle aoute-
neu of the and for the capaoity of the pe.rtioula.r supplier, a 
deterlllina.tion oovld 'be aide whather to clear or reject the prcpoaed 
awa.rd. In followiDg auch a cour11, I bellne that our e~~pha.da 
.~hould be ~on pro.otlag cOIIpliDII, u far &I thb can be done 
oonaiatentl;r with the prill&l'J objtothe of .Uitar:r procur .. at. 
rather tha.a puaiehiq tor noa-808pli&all. In oouequeue, tbe 
eaeential quut1on1 h each •••• would bea b tha aupplier now 
!.II Tiol&tioa of esi1tlag law, or diu hil record inclioa.te a aub­
atantial pro'ba'bllitr that he will oontinue to Tiola.te in tbe 
future aa he hal in the pa1t• ~nd, 1t tbe reeord don thua ••­
ta.bliah h1a aa an aotual or t.;.i;ct rlolator, b it feaaible to 
l eak alternatiTI IOUl'Oel of 1upplT7 lheDeTeP a pror.eed aupplieP 
ia rejected 'becauae of Tiola.tion of federal lan at ecting labor, 
the pel'II&Dct f1le1 lhovld contain a clear atat ... nt of the 'bub 
for rejection. IU•Il•rl:r, wha.aenr an aard to such a aupplilr 
i a cleared aotwithatlndlag obJection• 'baled upon Tiolationa of 
l abor la.n, the pel"MMla.at tilea should contain a 6lear atatiiUilt _ 
expla.ininf wh,y the oirOUDllt&noll of the particular c&ae nenrthe 
leu juat fled the aard. 

• 

Reapecttullr roura, 

Donald lL lfelaoa 
Director of Purchuea 
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H.M. Jr: 

Donsld 
Nelson: 

" 

H.M.Jr: 

N: 

H.M.Jr: 

N: 

H.H.Jr: 

II: 

H.M . Jr: 

N: 

li .M.Jr: 

Bello. 

Apr1l 111, 1941 
10:02 a.a. 

Hello, Mr. Secretary. Don Neleon. 

Glad to meet ;you. 

!bit letter ia tine exoept tb&t it ea;ye 
that the auggeated tora ot oertitioate 
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ie aleo attached. How I'd llkt to have a 
chance to dlacu11 that qu11tlon or certltlcate 
and how it would be handled and eo torth 
beoauee aa 1t goet down to the 1ub-oontractor, 
70u eee, there ia soing to be quite an ada1n-
1etrative problea 1n setting thea all ln. 

Well, our attitude ie we alwa71 like to 
11eten but I don't 1ee that t here ie auch 
to dleouee, but ro1e7 il available. 

Well, I'll let 1t go through th11 wa7. 1t7 
op1n1on 1e that the oert1ticate 11 coins to 
oauee a sreat deal ot trouble and ver;y little 
sood. I t hink the reiteration ot that poliCJ 
that we dleoue1ad il lplendid. I think it 
w1ll be good, I think 1t 1 1 wholeaoae and I 
think 1t ahould han been done a long t 1me 
ace becauee the polio;y il there - never been 
retracted. 

Yeah, but u ;you and I know the O. P. M. have 
never expreeeed thea eelvel publ icl;y. 

Rever have. 

Ro. 

And the7 ougbt to. I think the7 ought to 
expree1 tnem1elvee publ1olJ. Now, 1t ea7e 
the eusseated t ora ot cert1t1cate. I 
preeuma that we would have an opportun1t7 
to go into that with the Prealdent atter 1t 
wae done, wouldn't we. 

Oh, 1ou can alw&Je have an opportunltJ. 
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R.M. Jr: 

N: 

H.K.Jr: 

N: 

H.M.Jr: 
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All r1gbt. Wo'll let it so •• 1t 1a then, 
Mr. 8eCI:I'•"t&I'J. lball I .. n4 1 t back to 
JOU or send 1\ oYer to the Pree1dent. 

405 

I w1ah JOU 0d •tn4 1t right to the Pree1dent. 

I'll do that. 

Mark 1t W'gent. 

I'll do that. 

tbaJik JOU . 

Regraded Uclassified


	00850
	00851
	00852
	00853
	00854
	00855
	00856
	00857
	00858
	00859
	00860
	00861
	00862
	00863
	00864
	00865
	00866
	00867
	00868
	00869
	00870
	00871
	00872
	00873
	00874
	00875
	00876
	00877
	00878
	00879
	00880
	00881
	00882
	00883
	00884
	00885
	00886
	00887
	00888
	00889
	00890
	00891
	00892
	00893
	00894
	00895
	00896
	00897
	00898
	00899
	00900
	00901
	00902
	00903
	00904
	00905
	00906
	00907
	00908
	00909
	00910
	00911
	00912
	00913
	00914
	00915
	00916
	00917
	00918
	00919
	00920
	00921
	00922
	00923
	00924
	00925
	00926
	00927
	00928
	00929
	00930
	00931
	00932
	00933
	00934
	00935
	00936
	00937
	00938
	00939
	00940
	00941
	00942
	00943
	00944
	00945
	00946
	00947
	00948
	00949
	00950
	00951
	00952
	00953
	00954
	00955
	00956
	00957
	00958
	00959
	00960
	00961
	00962
	00963
	00964
	00965
	00966
	00967
	00968
	00969
	00970
	00971
	00972
	00973
	00974
	00975
	00976
	00977
	00978
	00979
	00980
	00981
	00982
	00983
	00984
	00985
	00986
	00987
	00988
	00989
	00990
	00991
	00992
	00993
	00994
	00995
	00996
	00997
	00998
	00999
	01000
	01001
	01002
	01003
	01004
	01005
	01006
	01007
	01008
	01009
	01010
	01011
	01012
	01013
	01014
	01015
	01016
	01017
	01018
	01019
	01020
	01021
	01022
	01023
	01024
	01025
	01026
	01027
	01028
	01029
	01030
	01031
	01032
	01033
	01034
	01035
	01036
	01037
	01038
	01039
	01040
	01041
	01042
	01043
	01044
	01045
	01046
	01047
	01048
	01049
	01050
	01051
	01052
	01053
	01054
	01055
	01056
	01057
	01058
	01059
	01060
	01061
	01062
	01063
	01064
	01065
	01066
	01067
	01068
	01069
	01070
	01071
	01072
	01073
	01074
	01075
	01076
	01077
	01078
	01079
	01080
	01081
	01082
	01083
	01084
	01085
	01086
	01087
	01088
	01089
	01090
	01091
	01092
	01093
	01094
	01095
	01096
	01097
	01098
	01099
	01100
	01101
	01102
	01103
	01104
	01105
	01106
	01107
	01108
	01109
	01110
	01111
	01112
	01113
	01114
	01115
	01116
	01117
	01118
	01119
	01120
	01121
	01122
	01123
	01124
	01125
	01126
	01127
	01128
	01129
	01130
	01131
	01132
	01133
	01134
	01135
	01136
	01137
	01138
	01139
	01140
	01141
	01142
	01143
	01144
	01145
	01146
	01147
	01148
	01149
	01150
	01151
	01152
	01153
	01154
	01155
	01156
	01157
	01158
	01159
	01160
	01161
	01162
	01163
	01164
	01165
	01166
	01167
	01168
	01169
	01170
	01171
	01172
	01173
	01174
	01175
	01176
	01177
	01178
	01179
	01180
	01181
	01182
	01183
	01184
	01185
	01186
	01187
	01188
	01189
	01190
	01191
	01192
	01193
	01194
	01195
	01196
	01197
	01198
	01199
	01200
	01201
	01202
	01203
	01204
	01205
	01206
	01207
	01208
	01209
	01210
	01211
	01212
	01213
	01214
	01215
	01216
	01217
	01218
	01219
	01220
	01221
	01222
	01223
	01224
	01225
	01226
	01227
	01228
	01229
	01230
	01231
	01232
	01233
	01234
	01235
	01236
	01237
	01238
	01239
	01240
	01241
	01242
	01243
	01244
	01245
	01246
	01247
	01248
	01249
	01250
	01251
	01252
	01253
	01254
	01255
	01256
	01257
	01258
	01259
	01260
	01261
	01262
	01263



