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GroUP llEETING 

Present: 

R.M. Jr : 

Baas: 

H.M. Jr: 

Haas: 

Bell: 

Haas: 

)(r. Cochran 
l!r. Hau 
1lr. Foley 
)(r. Thompson 
)(r . Fell 
1lr. Sc hwarr; 
Mr. [uhn 
Mr. Graves 
Miss Chauncey 

ll&;y 12, 1941 
9:30 a.m. 

I haven't come back with much, George . I 
read ;your statement on Agriculture, see , 
and the one thing that I don't understand 
is, in ;your tables there ;you show Gover nment 
payments to !al'!llers and they di!i'er ao much 
!rom the Budget figures . 

Oh. The Budget !!.gure, th.e !igure which h 
in the annual report, includes everything, 
even including the Executive _Depar tment . 

Includes what? 

Includes everything paid to the - ­

Includes administrative expenses or the 
departments . 

The department is included in that, too. 

1 
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H.ll.Jr: 

Haaa: 

H.M.Jr: 

- 2 -

But you see there is such a difference . 

That onl7 accounts for about nine hundred 
million, I think, what is ln the table . 

Well, take 1939. It shcws eight hundred 
seven million Government payments on the 
one thing and then the Budget figures ahow 
a billion two hundred thirt7- five .!llion. 
Is that the total~ 

Haaa: That is the total, 7es, air. 

H.li. Jr: 

Haas: 

H.M. Jr: 

Haas: 

Bell: 

H.M. Jr: 

But these benefit pa,aenta, eight hundred and 
seven? 

That is benefits, parit7 payments, soil con­
servation payments. 

Where does the four hundred thirty odd million 
and the rest of it go to? 

I can't itemize it exactly, but the biggest 
item in that four hundred is the department, 
isn't it, Dan? 

It is about a hundred and twent7-five or 
thirt7 million dollars for administrati ve 
expenses of the Department, including Forest 
Service. 

You have also got the surplus commodity plf­
ments in there, which are r eally purchases 
of food and deliverin~ for relief, which is 
not a payment to the farmers, but it is a 
benefit in price rises. 

What I was going to ask, George, and fOU can 
work in Bell ' s office, is this. In the first 
place, I want the breakdown, bow do they spend 
the five hundred million for conservation. 

2 
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Haas: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Haas: 

H.M. Jr: 

Haas: 

H.M.Jr: 

Bell: 

- s -

Let's just take whateTer the last calendar 
year is. The big suma , you see . 

Yes, sir. 

And then, what are the other expenditures. 
I mean, how much went for subsidizing cotton, 
purchase of food and food stamps . Who can 
he work with in your office? 

He can work wl. th Bartelt . Thay will han 
to 2et that from the department because we 
donTt haTe it broken down. 

You had better get it today in case I haTe to 
go on the Hill. Do you see what I mean? 

Yes , air. 

And then Ed O'Neal sent me a lett er with his 
testimony. It seemed that he made - pointed 
out seven different admini strative setups in 
his testimony which he thought all could be 
consolidated and I would loTe to quote Ed 
O'Neal on how to save money in Agriculture. 
He sent me his t esti mony. 

3 

As I remember i t, there are seven different 
setups and he said he showed a tre~endous 
waste of administratiTe expenses, if my memory 
serTes me right . It is in there, anyway, his 
testimony on overhead. 

Vlhat? 

Yes, sir, I will get it . 

And is Cannon friendly or unfriendly to 
Agriculture? 

You mean Cannon of Missouri? 
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H.M.Jr: 

Bell : 

H.M.Jr: 

Haas: 

Bell: 

H.M.Jr: 

Bell: 

H. J.I . Jr : 

l!aaa: 

Bell: 

<1 

- 4 -

Yes. 

Vecy friendly. 

Well, God, his testimony 

He goes at them there. 

Well, that was the last time that the boys 
got behind him to maintain the Budget. 

Well, let me read you this from his testimony. 

"In ' 38 i t was necessary to fu rther increase 
t he subsidies from Federal Treasury until 
they amounted to five and two t enths percent 
of the farmers ' income. The '39 pricm of 
the market were so inadequate that it is 
now necessary to pay the farmer, and we are 
paying this farme r eight and three tenths 
percent of his income from the Federal Treasury. 
From your figures here, it is apparent that 
instead of the farmer's condi tion improving 
under the r resent system, the contrary is 
true . It 1s less effective each year from 
1936 t o 1939 , so accordi ng t o this report 
if the trend cont inues it will be necessary 
to have an increase in the subsidies from 
the Federal Treasury of 1942 sti ll - increase 
instead of a decrease. " 

"I agree with your conclusion, " says Mr. 
Appleby. Do you want to read this? 

No . 

Give Mr. Bell a copy, will you? 

Yes, sir. 

Don ' t you remember Cannon said at the ~bite 
House that he was a l i ttle sick and tired of 
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R.M .Jr: 

Haas: 

H.ll.Jr: 

Haas: 

H.M.Jr: 

Haas: 

H. ld.Jr: 

Haas: 

f[.1!.Jr: 

- 5 -

hearing about economy and every time we talked 
about economy it always was to come out of 
the farmer? 

Well, t he figure I think is the most interesting 
one that George gave me, which they just can't 
dispute , and I wish you would run a little 
explanation on i t, the ratio of prices received 
to prices paid. 

You see, you give trices received but not 
pr ices paid . You ust have the ratio. You 
ought to have all hree on the same page. 

I see. 

Well, since last March the ratio of prices 
received to prices paid has gone up from 
about seventy-seven percent to almost ninety. 
But you see you have go t prices received and 
you don't have prices paid • Then you could 
run all three. 

Yea, sir. 

Then you have got the ratio . Because they 
might ask me, you see. Do you think that 
is fair, George? 

Yes, I will get t hat . 

But they can ' t laugh that off, The farmers• 
condition is so much better. 

They can't laugh off the relationship of farm 
income t o business , ei t her. 

That is the best 
of good charts . 
this, George , 

one yet. Those are a coupl e 
You might kind of hang onto 

Well, I am seeing Bill ~.!ye rs . Then the other 

5 
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Haas: 

1!. \! .Jr: 

Haas: 

H.J.! .Jr: 

~ . 

- 6 -

thing , you can read this by columns in the 
Tribune, inflation by legislation, and I 
wish - I haven't got i t but have you got ­
I know you run the price increases from 
last September to date , don't you? 

That is one of them. 

Didn't you run them recently? 

Yes, sir . They will be in your memo that you 
receive today someti.me . 

Well, I want to see it , because this thing 
here talks about Mr. Leon Henderson, but 
I would like to do - if I get up before them 
and say, "It is always amusin~ to me when a 
fellow can't do his ow.n job l1ke Leon Hender­
son . The prices have gone up thirty, forty , 
and a hundred percent , and be hasn't been 
able to control them. He won' t admit i t, 
and then he has got to come over and talk 
about controlling them by increasing the taxes 
on automobiles. But look at what has happened 
to food. Leon Henderson has just fallen down 
on his job, and when it gets hot, he leaves 
town for two months.• 

Incidentally, I want the letter Leon wrote 
me when he l ef t town asking me to look af ter 
it while he was gone . 

You (SUllivan) had better not let me go up on 
the stand. I am going to pay my respects to 
the two Charlie McCarthy's. Charlie Henderson 
and Charlie Eccles , and the Bergen is Mr. 
Currie that pulls the strings . 

The trouble wi th Mr. Currie is , I don't know 
half the time whether he is working for Mr. 
Roosevel t or T. V. Soong, because half the 
time be is on one payroll and the rest of the 

6 
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Sulll van : 

H.l!.Jr: 

Sullivan: 

H. l.I . Jr: 

Sullivan: 

H.M. Jr: 

Bell: 

H.M. Jr: 

- 7 -

time he is on the other, so is he up there 
as the great Chinese expert or as the Great 
Bergen on the taxes . 

Are you asking my opinion? (Laughter) 
think you had better get laryngitis. 

I 

The Great Bergen. He has got these two Charlie 
1~cCarthy' s , Charlie Henderson and Charlie Eccles 
and I wish that Congress would find out when 
he is ?Ulling the strings. Is he doing it for 
~r . T. V. Soong on whose payroll he went to 
China or is he doing it for Mr. Roosevelt? 

I think we have got more important things to 
say. 

All right, I have got another one on A!r . Eccles , 
too. 

Come on, let's try it here . (Laughter) 

I have got one on Mr . Eccles, too. When I 
put that one on Mr. Eccles , he has got to 
leave town. Federal Reserve isn't the only 
board he is chairman of. I haven ' t t ol d it 
to anybody. 

Have you recei ved Jenkins ' l etter yet? It 
was published in the raper , I see . 

~r. Eccles is chai rman of another board on 
whose payroll he is . He has got a nice, great 
big fat t welve million dollar War Department 
contract throu~h that. He i s chairman of 
the board of ttat company, on their salary 
rolls . I would like to say when I get up, 
"?,hen ll.r . Eccles is here , is he here as Chai rman 
of the Federal Reserve Board or as Chairman 
of the XYZ Company wi th a big contract in 
the War Department and another one fo r the 

7 

Regraded Uclassified



Sullivan: 

H.li.Jr: 

Bell: 

H.M.Jr : 

Foley: 

H.M.Jr : 

Foley: 

!!. li. .Jr: 

- 8 -

City of New York. Maybe he is Chairman of 
this other company. If he is chairman of 
two boards , how do I know who he represents?" 

And I am not day dreaming either. I have 
got the fact s cold . How do I know who Currie 
is working for~ Ia he working for the Chinese 
Govem.ment or is he working for the United 
States Government? I am moderately serious. 
(Laughter) 

I don ' t like moderation. 

8 

~ben they take me on, they ar e taking something 
on . They can' t run their own jobs, they have got 
to come over and run mine. 

That New York air over the week- end must have 
been good. 

It is true. He is chairman of a company that 
has got a contract with the United. St ates Army 
and he is chairman of the same company that 
has got a contract for the Ci ty of New York, 
and they are big ones, running into millions, 
and he is getting paid for it, too. 

Ed, I have asked you a couple of times for 
that clause in the Federal Reserve, what is 
the Chairman of the Federal Reserve Board 
supposed to do , something about devoting 
his exclusi ve time? Can I have that before 
noon? 

Yes. 

Somethi~ about he is supposed to devote al l 
of his t1me to the public . 

Sure. We have done some work on that before. 

\'iell , it is just a little sentence. 
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Foley: 

H.M. Jr: 

Sulli nn: 

H.!A.Jr: 

Sullivan: 

R.I.!. Jr: 

Sullinn: 

Thompaon: 

H.M.Jr: 

- 9 -

Yes . I lmow. 

Now, where waa I? 

You were pulling the atringa. 

Don't you like that? 

I think it is swell here. 

I aa ready for you (Sullivan) at ten thirty. 

qe, aye, air, 

It I can stay a llinute, I have sou things 
here. 

All right. Dan? 

Bell: I haven' t seen the Jenkins letter, have you? 

H.l!.Jr: 

Chauncey: 

Bell: 

Chauncey: 

H.!t',Jr: 

Bell: 

H.!.!,Jr: 

Ball: 

There is Miss Chauncey. Have you seen a letter 
by Jenkins? 

Is that on the Byrd Bill? 

No, that is on Ways end lleans . 

Yes. I think it is !rom Jenkins . 

Incidentally, when I aee the Director o! the 
Bud2et , I haTe asked him to come over, I 
donTt lmow whether he will honor me with his 
presence, at three thirty, I asked fOU about 
two months ago to aak him to get th1s for 
me about CCC and NYA? 

Do you say you want to tell him that? 

Yea . 

March 8 was the date. It is the date I did 
that five year program. 

9 
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H.M. Jr: 

Bell: 

H.loi. Jr: 

Bell: 

B.\!. Jr: 

Bell: 

B.loi.Jr: 

Bell: 

H.M. Jr: 

Bell: 

H.M. Jr: 

Bell: 

- 10 -

But you did aak hia? 

I gave hill a copy of that atatement and I 
asked hiM at that time if he could make some 
invest igations. Oh, he did start out on i t. 

Have 70u got anrthlng froa hia? 

No, he atarted out on it and then he had to 
pull hill people otr on thi s Harcy Bopklna 
thing. 

Be ill griping all over ton about how I 
eabarr asa hill. One of the things I a 
goinf to aay when I go up on the Bill, I 
can 1 tell hill anrthing about econoar bacauae 
I oan find out leas froa the Bureau of the 
Budget than the Secretary of State can. If 
they want me to do anything about econoJIII, 
let t hem put the Bureau of the Budget back 
in the Treuucy. 

Well, he did start out to do it . 

But he didn't do it. 

He called hia people off because of this Lease­
Lend thing. 

0.! . It ia true. We oan get leas in the 
Treasury than the Secretary of State can 
get out of the Bureau of the Budget. 

Well, I think they will try to cooperate . 
I agree they fell down on that . 

Well, he is griping all over town about it. 

They have been pretty good about giving us 
figures, and I think sometimes they have hesi­
t ated to do i t. 

10 
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H.V.Jr: 

Bell: 

H.U.Jr: 

Bell: 

H. II. Jr: 

Bell: 

H.Y. Jr: 

- 11-

If he comes at three 
here. I am going to 
figures . 

thirtr, I want 70u 
ask h m for some 

AnTthing elee? 

!pparentl7llr· Tydings wrote 

This is the letter froa Jenkins. What are 
we going to do about it' 

I don't know 7et. 

You asked for it, so here it is. Now that 
I am fift7, I might start b7 being tough. 
I have been too soft the first half of ~ 
life . 

The first question I think we ought to decide 
is u to whether we want to repl7 to a letter 
from the ~norit7, whether or not we shouldn't 
take it up with the chairaan of the committee . 

Would 70u have this read7 for me, because 
I am going to ask 7ou for it. 

I would like to· sit ·a own with 7ou and go 
over the appropriations for these various 
things, non-defense, in the present fiscal 
7ear, and then go over the ones in the 
President's budget, just 70u and I , if 
we have got half an hour, ·and decide what 
we think could be saved, rou see . Just you 
and I doing i t together. 

Rell: ill right. 

11. 
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H.W.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H.l.!.Jr : 

H.ll. Jr : 

H.ll.Jr: 

Bell: 

II . J.! . Jr: 

Bell : 

ll. Y. Jr: 

Schwa.rz: 

- 12 -

I mean, the rear we are in now, the big 
items, and the ones that ther are proposing 
to do for the next fiscal rear. If rou and 
I had to do it, where would we save a bil­
lion? I am beginning to think a billion 
is too little. 

The Chamber of Commer oe said two billion. 

Will you have that sort of ready? 

Yes. 

And it you would atq behind a mi.nute, I 
would like to talk to you about a personal 
matter. 

Tydings, I think, wrote several people in 

12 

the Department . He wrote to John and to me 
in addition to you, and he wrote to Broughton, 
and I don' t know how many other people. I 
think probablY we ought to get al l those . 
letters together and write a letter acknowledg­
ing tham and saying that we are giving it 
consideration. 

Will you do it for 1111 signature? 

Yes. 

What else? 

That is all. 

Chick? 

Jlr . ~1, because of illness, wishes to be 
relieved of some of his responsibilities. 
Until he regains his health, I would like 
to make a change of status between him and 
Wr. Stone for the time being. 
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H.K.Jr: 

Schwarz: 

H.K. Jr: 

Schwarz: 

H.K. Jr: 

Schwarz : 

H.M.Jr: 

Schwarz: 

H.ll.Jr : 

Bell: 

H.Jd.Jr: 

Schwarz : 
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I can' t hear a thing. 

Kr. ~1, because o! i llness, baa asked to 
be relieved o! acme o! hie reaponsibilitiea, 
and I would like to make a change of statue 
between him and Mr. St one while WATl i s--

What 1e the utter with Jlql? 

It seems to be a lung condition. He coughs 
sometilles . 

You had better han him n:amined. It he 1a 
not right, l et's a end him aRT and not ban 
him a.round here. Has he bad an examination? 

He hasn' t had one !or sometime . He is away 
!or this week, and I thought I would see 
what happens when he comes back. 

You had better send him to Public Health 
and have a decent examination. I! he is 
not right, we had better send him where he 
will be well. 

I tried to find out whether he got anJ gas 
during the War, and he doean' t like to talk 
about it . 

Well, you can get his record !rom the 
Veterans ' Bureau. 

I think they would have it . 

Norman Thompson will get you hh record . It 
that man isn't well, let' s get him well. I 
won't have him around halt sick for his own 
sake and everybody else' s. 

I wanted to put him on about !our days a week. 

13 
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H. L!. Jr: 

Thompson: 

H. JJ. Jr: 

Schwarz: 

Foley: 

H. !.!. Jr: 

Schwarz: 

H.ld. Jr: 

Schwarz:. 

H. JJ.Jr: 

Schwarz : 

H. M.Jr: 

Schwarr.: 

ll .1!. Jr: 

- 14-

That is no good. If a man is not well, 
let's get him well. We will keep him on 
the salary and keep him going. Isn' t that 
right? 

Yes . 

We didn' t t ake What ' s-his-name off the 
salary, did we? 

Tietjens. 

No, he is back, and we didn' t take llanning 
of f the salary either. 

If he is not well, let ' s get the poor 
·fel low well. Public Health will do anr­
t hing for me. 

Swell. Good. That is much better. 

I don' t want a man that is half well around. 
If you need somebody else while he is gone, 
hirt. somebody else. 

I have a cartoon here. I don't know whether 
you wish it or not . 

And bef ore he goes, let me talk to him. I 
would like to talk to him before he goes. 

What else? 

I have a cartoon. I don't know whether you 
wish it or not. 

I s it f'ulley? 

I thought it was right on the subject. 

Oh, I love it. 
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Schwarz: 

H. U. Jr: 

Sohwo.rz: 

H.U. Jr: 

Schwarz: 

H.M.Jr: 

Haas: 

H. 11.Jr: 

Haas: 

H.J.I.Jr: 

Haas: 

H • .L!. Jr: 

Haas : 

H. M. Jr : 

Haas: 

- 15 -

We haven't had many from Talburt . 

Who is he? 

He is the Scripp~Honrd principal cartoonist. 

I love it. Grand. 

That is all. 

George? 

You asked about how much the volume of pur­
chases of cotton goods was. 

Hang on to that. 

Here is this WPA thing. It dropped from 
about two million in the middle of February 
to about a million and a half. 

WPA says there are three hundred forty 
~and men on their rolls doing defense 
work. The head of it told me so. Three 
hundred forty thousand. 

Do you want to do aeything about that? 

He called me, and I referred him to you, and 
you tell hia that I don't have any Chinese 
decipherer that can decipher his statistics 
and therefore I am going to continue to have 
yours. 

S!rell. Fine. 

Isn't Chinese a good example or have you 
got to go to the Persians? 

A Chinaman would have some trouble, I think. 
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H.M.Jr: 

Haas: 

H.M.Jr: 

Haas: 

H. !.l. Jr: 

Haas : 

H.M. Jr: 

Haas: 

H. Y. Jr : 

Haas : 

H.M.Jr : 
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I can' t make head or tails out of his, and 
I haven't time. If he doesn't like it , he 
can jump in the Potomac. Tell him to go 
out and build some planes instead of mak­
ing figures . 

Those Allison figures look bad. 

Tell Meigs to go out and build some planes 
instead of bothering me . 

Are you continuing getting ~ statistics? 

Yes, sir. 

Got anything new? 

Oh, I was thinking of something else. We 
haven't gone ahead on those other procure­
ment items. I was 1vaiting to see which 
fiel d you want us to go into. I have a 
report, though, from--

Take the t hirty- seven millimeter guns . 

All right . 

And take the various guns beginning with the 
smallest of machine guns and working up. 

I have a report from Yay's office which out­
lines the progress made in all those items. 
You might - the first eight pages o~ the re­
port will give you a gooa picture of it, 
but I would be glad to go ahead and make 
some of those charts . 

It seems that Colonel Ayres went int o Mr. 
Stimson's office and asked, "Should we really 
have this," so Stimson took me aside and 
asked me about it, so I said , "I cleared it 
with your Undersecretary two weeks e.go . I 

16 
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Haas : 

H. II.Jr: 

Schwan: 

H.M. Jr: 

Schwarz: 

H.l.l.Jr: 

Schwar z: 
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can't help it it he didn't tell 1ou.• 
"Oh," he ~a, "it 1ou did that, it is 
all right . • So I saw Bob Patterson and 
I said, "Did Stimson ask you about it?" 
He says, "Yes, and all I can remember was 
your calling me two weeks ago. I can't 
remember what you asked me, but whatever 
you asked me is o.x.• He S8fs1 _ "Sure, 
it was all rignt.• So it is aLi right. 

All right. 

So go after it again. Start in with the 
guns . 

Could I break in with a point I overlooked? 

I can't hear you, Chick. 

I am sorry. I don't see Herbert here , but 
in line with this checking of funds, I saw 
a labor friend of mine over the weekend. It 
might be of interest to everrbody. He has 
just been on the West Coast . He S&fS that 
whole trouble there is caused by Fritz 
Weidemann, who is p&fing lavish sums and 
his tech:!aue is to - his men are on his 
payroll they go to the empl07ers and 
get on their payroll pretending to be company 
spies, and then the7 go into the shops as 
workmen and they are on the company p&froll 
there, too. 

Can he prove it? 

He is up to it right now. He sa1s he is 
having trouble because these fellows - his 
men don't understand the particular brand 
of German, but he is working on that right 
now. He is the head of the machinist s and 
hie local is being torn aW8f from him by 
Weidemann out there . 
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H.K.Jr: 

Sohwarr:: 

H. ll.Jr: 

Schwarc : 

H.ll.Jr: 

Sohwarc: 

H.Y.Jr: 

Schwarc: 

H.W. Jr: 

Schwarc: 

H.U.Jr: 

Schwarz: 
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Wellt it he can pron it, can h&l!-'II'BT pron 
it, J. 110uld like to see him. I will intro­
duoehill to the right man. 

He has t&lked to FBI and others, and thq 
sar it is up to the factories. 

I know. I got that sue thing !rom John 
Wiley, but I han got a man in the War De­
partaent that 1a realq interested in that. 

1.8 

I will put h1a on the spot to prove it todq, 

Both 1lcCloy and Lontt are Tery 1111oh interested 
in that. 

That is his story. He claims it is there. 
I am sure he can pron it. 

Well, I hue got this thing, that FBI ill 
taking the position that isn't up to them, 
it is up to the employer, and the Armf is 
just desperate about it, so i! you had some­
thing I would send hiD onr to Lovett or 
YcCloy, who are raring to go. 

I will get it, 
ot Alexandria. 
get him in. 

Will you? 

Yea, sir. 

This man was !o!'IHrl,y )layer 
He i a a Virginian. l will 

Did you run down that leak? 

I talked to Gene Duffield and others. He 
said, "You can't kick your toot on the 
ground w1 thout scraping up an economic warfare 
story.• He blames Uaxwell, but there again 
he would like to be able to prove it without--

) 
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B.l!. Jr : 

Schwarz: 

H.J.!.Jr: 

Graves: 

Foley: 

Kuhn: 

H.Y. Jr: 

Kuhn: 

Cochran: 

H.M.Jr: 

Cochran: 

H.M.Jr: 

Cochran: 

H.M.Jr: 
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Well. 

He said it was just a bookman's story. 

Harold? 

Nothing. 

The Jlerry-Qo-Round has a oontronrq. 
between Treasury and State this liOrniDg. 

I have a draft, whe.nenr you are ref.dT to 
talk about it . 

We will go on it at ten thirty and I would 
like to see you tor a second after this meet­
ing. 

Right. 

Gifford picked up in hls business last week. 
He had seven million tor two days . 

How much tor the week? 

I haven't the rest of the week yet. Sir 
Frederick Phillips sent me a copy ot a 
llat which Secretary Jones had requested ot 
him ot British direct investments in this 
country. I think it compares pretty well 
with our own list. Coyne, Canadian Financial 
Attache, was in Friday afternoon and gave me 
some material that we had asked tor and 
expects the rest today or tomorrow, and he 
thought, also, that llr. Clark would be down 
this week. 

Clark? 

Yes, sir. 

But you haven't heard anything tram leynes? 

19 
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Cochru: 

H. J.!. Jr: 

Coobre.n: 

H.M.Jr: 

Coohru: 

Kuhn: 

Cochran: 

Kuhn: 

H.ll. Jr: 

Cocbre.n: 

B.ll.Jr: 

Foler: 

H.Y.Jr: 

Foler: 
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Ho. 

Don' t inquire , just sit tight. 

I was out and he stopped for lunch Saturdar, 
and he had llall there, Professor Ball, and- -

Did he sar anrthing about meeting with me? 

Said he was tcying to get a car and chauffeur 
so he could get down i.n time for these 
iaport&llt conferences. Be seemed quite 
hapPf w1 th the W8.'1 1t has been get£1ng on 
except he has been late for evecy appoint­
un t he has had • 

Kernes is having a press conference this 
morning at the ~flower Hotel . 

Four o'clock, isn't it Merle? 

I don't remember the hour. 

I think it is four this afternoon. 

They tell me, I don't know whether it is 
true or not, that this so- called woman 
secretary he has is really a tra.ln.ed nurse, 
that he is not at al l well. 

That i.s all I had, except Ed and I had one 
l1 ttle case marbe Ed will want to explain 
now or later. 

Which is that? 

That Hawaiian investment. 

!ny hurry about that? 

No. It is all right. There is no hurcy 
about it . 

20 
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Cochran: 

li. J.U r : 

Foley: 

H. J.I.Jr : 

- 21 -

I told the liL&Il I would call him tomorrow. 
We can take it up later. 

All right. I want to talk to Bell a 
minute and then you (Kuhn) . 

I haTe got a couple of things, Mr. Secre­
tarr. 
All right. 

21 
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TREASURY DEPARTMENT 

INTIEIII OF'FICIE COMMUNICATION 

OAT& JLay 12, 1941 

SECRETARY liORGENTHiU 

Edward H. Foley, Jr. 

The proTiaion of the Federal Reaerve i ct to 

which you referred thil 110rning il u follo'll'l: 

"The Mabera of the Board •hall deTcte 

their entire time to the buaineas of the 

Board and shall each recei ve an annual 

aalary of $15,000, payable monthly, to­

gether with actual necesaary traveling 

expenaea.• (U.S.C. title 12, sec . 241; 

underacoring sUpplied) . 
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H.M.Jr: 

Operator : 

Senator 
aney: 

H. M. Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H.M. Jr: 

B: 

H.M.Jr: 

Bello. 

M&¥ 12, 1941 
10:25 a.m. 

Senator Bailey ot North Carolina. 

Good morning, Mr. Secretary. 

Hello, Senator. 

How are you th1a mor ning? 

Well, I ' m aliYe. 

Well, I belieYe I oan olai• no •ore. 

Pardon aet 

I eay I could olai• no •ore. 

Yeah. 

' 

Nov you had a clerk down here taking a 
copy ot a brief that vaa tiled in the 
ehip seizure bill. I don 't know whether 
you know anyth.ing about it or not . 

What vaa that, Senator? 

There vaa a clerk from the Treaeury 
Department here on Frida¥ or Saturday -
Friday - taking a copy ot a oerta1n br1et 
tiled in behalf ot the Danieh owner& ot 
oerta1n eh1pe i n connection with th1e 
bill that we haY& enabling ua to aeize 
the ahipa or t o requiaition thea. 

I'm not taailiar with it. 

No, but I'd like to find out trom the 
Treaaury and ot oourae through you it you 
desire to be heard or it you deeire to 
anaver that brief. That's what I'm driving 
at. 

Oh. Well, I'd haYe to find out. It' s all 
neva to ••· 
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8: 

H.M. Jr: 

B: 

R.M. Jr: 

8: 

- 2 -

Well, JOu let ae know. It'• a de~l 
but I th1nlt it 1e a COUl'tUJ due JOU. 
If JOU wieh to haYe an anewer in the 
reool'd, then we'll put it in the record. 

Well, that'• •er1 kind of JOU and I 
appreciate JOUr calling ae and if we want 
to be heard, I'll coaaunioate with JOU 
directlJ. 

All right. 

Thank 7ou for the courtee1. 

All rlgM. 
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RE TAXES 

Present: 

H.V.Jr: 

Sull ivan: 

Pole;y: 

H.V.Jr: 

Sullivan: 

H.l.! .Jr: 

llr. Fole7 
llr. !adea 
l(r, O'Donnell 
l(r, Blough 
l(r, !uhn 
lfl', Tarleau 
Mr. Sullhan 
),{r. Schwar 11 

Ka;y 12, 1941 
10:80 a.m. 

All right, llr. - is Gaston ill toda7~ 

He went to New York. 

He i s up in New York at that communion 
business of Harr:v Durning's. 

Oh Jes. 

In accordance with {our auggntiona Fridq 
afternoon, we went o work · to aee how IIUCh 
we would have to increase the corporate 
rate to give ua the aaae ..aunt of revenue 
aa we are now getting froa exceaa pr o11ta, 
together with our proposed ohange, and the 
figures Yr. O'Donnell gave me thia morning 
ahow that if the present corporate rate of 
twent;y-four percent le inoreaaed fourteen 
and aeven tenth• percent to --

Fourteen and how .uoh~ 
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sullivan: 

H.M.Jr: 

Sullivan: 

B.!A.Jr: 

Sulll un: 

B.!I.Jr: 

Sullivan: 

H.M.Jr: 

O'Donnell: 

H.II.Jr: 

Sulll van: 

H .~.Jr: 

O'Donnell: 

B.M. Jr: 

O' Donnell : 

- 2 -

And seven tenths percent . 

Call it fifteen. 

llaking a total ot thlrty-ni.ne percent, we will 
get as auch froa corporations aa we would get 
with our proposal on exoeas profits. 

Now let me get that. It the tax was increased 
by how mch? 

Fifteen percent. 

Fifteen percent. It can't be that. That is 
close enough. We would get the same amount 
from the --

From the corporations . And repeal excess 
profits. 

In what year'? 

That is calendar year 1941, Kr. Secretary. 

As though we were -- . 

26 

As though we kept excess profits and st rengthened 
it by the proposal we brought ln. 

In other words, how much would we get froa 
corporations altogether? What is the figure? 

The total figure from corporations under the 
proposal John has made would be four billion 
nine hundred million. 

How much? 

We would be getting four billion nine hundred 
million dollars in fiscal year '41. And we 

,. 
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H.M.Jr: 

O'Donnell : 

H.li.Jr: 

O'Donnell: 

H.li.Jr: 

O'Donnell: 

R.!l.Jr: 

O'Donnell: 

R.li . Jr: 

O'Donnell: 

H.V.Jr: 

O' Donnell: 

H.M.Jr: 

O'Donnell : 

R.M.Jr: 

- 3 -

would be getting froiD. indhiduals three 
billion six hundred two point aix JD.illiona . 
The total income tax is eight billion five 
hundred two point seven JD.illions . 

Corporations how much? 

Four billion nine hundred JD.illion. 

Yea . 

Individuals, three billion six hundred three. 

Six hundred JD.illion? 

Yea, sir. The total ia eight billion, five 
hundred three. 

Eight billion five. 

Yes . Would you like to have the present 
liabilities under the present law so that 
you can get the comparison? 

Yea. 

FroiD. individuals we expeot in calendar year 
1941 liabilitiea, two billion two hundred 
twenty-three million. 

Two billion --

Two hundred twenty- three JD.illion, and frOID. 
corporations --

Two b.illion how much? 

Two billion two hundred twenty- three JD.illion. 

That is under what law? 

2? 
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O'Donnell: 

H.M.Jr: 

O' Donnell: 

H.J.! .Jr: 

O' Donnell: 

H.l.!.Jr: 

O'Donnell: 

H.1l. Jr: 

O'Donnell: 

H. II. Jr: 

O'Donnell: 

Sulli nn: 

O' Donnell: 

H.li. Jr: 

O'Donnell: 

H.II.Jr: 

- 4 -

That is under the present law. And froa 
corporations we expect to fet under the 
present normal tax, two bi lion nine hundred 
thirty-nine million . 

How much'? 

Two billion nine hu.ndred thi rty-nine million. 
From the excess profita tax, one billion and 
twenty-aix .Ullion. 

Excess profits how much? 

One billion and twenty-aix .Ullion. 

One billion --

Twenty- six million. llaking a total froa 
corporations of three billion nine hund.red 
sixty- seven million. 

28 

Wait a minute, wait a minute. From corporations 
how much? 

Three billion ni ne hundred sixty-aix million. 

And then what? 

Total corporation income taxes, six billion 
one hundred eighty-nine mil lion. 

To tal income tax? 

Total income taxea. 

I hue got to write theae down again. Two 
billion two hundred twanty-three, is that 
right? 

That is correct. 

And that totals how muoh? 
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O'DoMell : 

H.M.Jr: 

Sullivan: 

H.lo(.Jr: 

Sullivan: 

H.M.Jr: 

Sullivan: 

H.l!.Jr: 

Sullivan: 

Foley: 

H. ~I. Jr: 

Foley: 

- 5 -

Six billion one hundred eighty-nine million, 
eo that the increase in total under the 
proposal is two billion three hundred four­
teen millions . 

That is the increase . Well , that is )ust 
about a third, isn't it? You are add1ng 
a third to the program. 

That is right. 

And am I correct - I didn' t read· it very care­
fully - that Henderson and Eccles aren' t 
satisfied, they want still more. 

No, they wanted more from excess profits . 
They didn't say --

Well, that is more from the corporations. 

That is right. 

And less from the individuals? Do they want 
more than elght and a half billion from both? 

No, I think what they meant was that the 
increase in excess profits should pick up 
what we lost by knocking off excises, that 
they disapproved it . 

That is right. 

Did they say that in just so many words? 

Yes . Do you want to get Henderson' s testimony? 

H.M.Jr: Yes. 

Kuhn: I have got it in my room. I will read it . 

H.ll.Jr: ihich one is a clear statement? 
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Foley: 

H.!t!.Jr: 

Foley: 

H.li.Jr: 

Foley: 

Sulllnn: 

Fole7: 

Sulllnn: 

Foley: 

H.lo!.Jr: 

5\llli n.n: 

H.l!.Jr: 

Sulll van : 

H.M. Jr: 

Sullivan: 

H.M.Jr: 

- 6 -

Henderson' s. It ia a good atatement. 

It is a good etateaent? 

Yes, sir. He did a good job. 

Who wrote it for him? 

I haven't an7 idea. I should i1111gln.e there 
was a good deal of thought put on it. 

He has quite a crew working on taxea. 

I wouldn't be aurprlaed to find that Randolph 
Paul mifht have had aomethlng to do with 
that. t is a darn good statement. 

I would be surprised. 

Well , I have nothing to base it on at all, 
but I have the impression that those fellows 
all got together, Henderson and Lauch and 
Eccles and Jerry Frank and Randolph Paul, 
because these views are the views of that 
group. 

Did we see Henderson'• atatement before he 
gave it? 

No. 

Did we see Eccles' statement before he gave 
it? 

No. 

Didn't see either of them? 

No. 

Did the7 try to give us the benefit of their 
studies? 
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No. Leon fave me his outline the afternoon 
before , bu he said he was still working on 
it . 

Supposing I called either or bot h of them 
down, they can't say, "Well , we gave the 
Treasury the opportunity but they wouldn't 
use it"? 

To use their studies? 

Yes . 

Oh no. We have never had their studies. 

Supposing I said, "Why the hell weren't you 
a sportsman and let us have the benefit of 
your studies?" 

They would say, "Well, we gave you our con­
clusions . " 

When did they give the conclusions, before I 
went on t he Hill? 

No, I think it was after you went on the Hill 
that Marriner wrote you and enclosed a tax 
program which was not the one he gave on the 
Hill, particularly on exceu profits. 

It was not" 

Not on excess profits. The rest of it was. 

Did Henderson ever give us anything? 

Henderson talked with me two or three times . 

Well, John, you say you have got to increase 
that from twenty-four to thirty-nine? 

Yes. I think you would want to call it an 
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even fort7 . It would give you about a hundred 
and fort7- eight million .ore . 

Well , af ter sleeping o~ it , what do 70u think? 

Well --

Have you got some examples? 

Yes, we have . Vr. Tarleau and Kr. Blough 
and llr. O' Donnell and I all feel that this 
is the most clean cut wa7 of handling the 
situation. You diepoae of more - it is the 
fa.irest wa7 of handling it. 

Which ia? 

Thia 11'&7· 

Now, in the minds of all of us there is this 
query, Wbich baa to be decided b7 rou and 
the President , I presume , and that is, whether 
or not when there baa been so much talk about 
excess profits we oan throw it out the window. 

Well, have 7ou got something for me to back 
up using the straight corporation tax? 

Yea, sir. Here is a schedule here. Have 7ou 
got eome to pus around , Roy? 

Yes, I have three copies in addition. 

This is t wenty- four and thirty. You will 
have to expl ain this. 

Go ahead, Ro7. 
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and is subject to error, of course . 

Now, what we were trying to do in this first 
page is to see how much the combined normal 
and excess !l' ofits tax of a corporation consti­
tuted of its net income, because that percent 
would be the percent of tax on the net income, 
like our present corporate tax or like the 
forty percent Kr. Sullivan has just mentioned. 
So we took the excess profits tax combined 
with the ordinary incoae tax under the pro­
posal which Kr. Sullivan aade last week; 
namely, to shift these credits around and 
thus give ao•e increase in tax from that 
source . 

Now, you have a heading here, "Twenty-four 
percent income tax" and a heading, "Thirty 
~ercent income tax.• Now, take the heading, 
Thirty percent income tax," for example . 

This is the proposal which Mr. Sullivan made. 
The inc rease in the tax on corporations to 
thirty percent, a shift in the method of taking 
the deductions of normal and excess profits 
taxes , and we have the total income and excess 
profits taxes which these various companies 
would pay. 

I have been all over this once. I haven't 
got the time . I take it Mr. Sullivan isn't 
recommending this any more . 

No, I think what he means is that by comparing 
these figures with the forty percent you see 
which ones go up and which ones go down. 

Let's do that . 

Then in the last column you see which ones 
go up and which go down. In the case of 
!mer1can Car and Foundry - -
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But wait a minute. The last column aaya 
thirty percent , it doesn't say forty. 

Aaerioan Car and Foundry under Kr. Sullivan ' s 
proposal would pay thi rty. If the fort y 
were put in, it would pay ten percent more. 

You have still got your exceaa profits, it 
aays ao. 

Excuse me. He is now saying how 1111ch the 
tax will be increased over what I aub~tted 
to you thia aorning. 

This is the plan - we go back to the original 
plan. This is the plan that we started froa. 

Yes. 

Now, suppose we ditched that and said instead, 
let us have a flat forty percent income tax, 
now what would happen? 

Yea . 

Well, in American Car and Foundry, the original 
plan would have meant thirty percent; so a 
flat forty percent would mean an increase froa 
thirty to forty. 

Yea, but you have got your exceaa profits 
in here. 

But it would not be in a plan of the flat 
forty percent. Excess profits would not be 
ln. 

In each case --

Kay I interrupt? Let ' s call it the Sullivan 
Plan . American Car and Foundry would pay a 
million ni.ne hundred seventy-four thousand 
dollars, r ight? 
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Right. 

Now, flat forty percent, how much would they 
pay? 

A million nine hundred seventy-four plus 
six hundred fiftl- eight thousand dollars, 
or two million s x, approxi~ately. 

I don't think you are right. The million 
nine hundred seventy-four includes thirty 
percent and excess profits. 

Now, you can't just add ten percent to the 
imerican Car ana Foundry. 

What I added was ten percent of the net inc~e 
before taxes. 

Well, you have got to take forty percent of 
that. 

Well, let's take forty percent of it . 

Then you are getting it . Your mathe~tics 
are incorrect . 

Forty percent of six mill i on five hundred 
seventy-nine wi ll be two million s ix or two 
million seven. 

But you haven't got that for me~ 

That figure is not on the page, no . We put 
it in t erms of percents . We thought it would 
be easier for you to follow. I am sorry. 

You haven't even got in in percents. 

If you will take this last col~ and put 
beside it forty percent, forty percent, forty 
percent all the way down, you will have it 
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in percents . The Sullhan Plan for Alllerioan 
Car and Foundry ia thirty percent . This flat 
plan is forty percent . 

But isn't it forty peroent of six and a half, 
six, five, seven, nine? 

That is correct. 

Jnd the million nine seventy-four is thirt7 
percent plus --

&It in the case of illlerican Car lllld Foundry 
there would be no excess profits . 

How much would they pay" 

About two million six hundred thousand, or 
about six hundred sixty thousand more . 

You haven' t got that worked out exactly for 
each of these oompanies· on this page . 

The figures in terms of dollars are not there. 

In terms of percents they are there, Vr. 
Secretary. Wherever i t ie more than forty 
percent under John' s plan, they would pay 
less if you increased it to forty percent. 
'nerever it is lese , they pay more. 

How do you know? 

As I see it , .American Car and Foundry would 
pay under John's plllll, thirty percent. If 
you made it a flat rate of fo rty percent, they 
would pay ten percent more . 

That is correct. 

In so far as Coca-Cola is concerned, they are 
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going to par forty peroent under John'• 
plan and under the flat plan, ther would 
par exactl:r the same. There would be no 
dltference . 

That is right. 

It :rou turn o•er to the next page, there ia 
a detailed statement on .AIIerican Car and 
Foundrr and at the bottoa ot the page the 
rate is figured out at different per centagee. 

The bottoa figure ln the firat colu.n on the 
left is forty rercent, and it ehows the tax 
to be two bill on aix. 

That is all right. I think if rou stick to the 
first page, it is perfectly clear. 

How can you? 

Well look, Yr. Secretary, he has got the 
percentafes in the last column. Don't look 
at amoun s, just look at the percentages. 

ill right. 

Now under John's plan, by shifting the credits 
.llllerican Car and Foundry would pay thlrtr 
percent. If ;you increase the rate to forty 
percent as he is suggesti ng now, they would 
haTe to pay ten percent •ore . The next one 
is Coca-Cola. Under John's plan b7 shifting 
the credits they would pay forty percent of 
their income in income taxes . If ;you aade 
it a flat forty percent , it wouldn' t change 
it a bit, it would be exactly the same. 

The next is Continental Can. Under John' s 
origl.n.al proposal the:r would pay thirty-senn 
point nine. Under the new proposal they would 
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pay forty percent, which i s two point one 
more. 

Ia that correct? 

That is correct. 

If you go r ight on down, Chrysler, thirty­
nine point two. Under the suggestion now 
of making a forty percent flat-corporate 
tax, ~hey would pay eight tenths of a percent 
acre 1n taxea. 

Wow you take Curtiaa-Wright, aixty-two point 
one and you would han to drop them. Under 
the original proposal they would pay aixty­
ho percent taxes and now they would only 
pay forty percent taxes, so they would drop 
eighteen pe rcent. 

And so r ight straight down. 
drop eight percent. 

I see. 

DuPont would 

And my point, Yr. Secretary, is that this 
shows that the co~anies that we thought 
_.n' t paying enough under the shifting of 
credits scheme that John proposed last week 
aren't going to pay as. much as they would 
under that acheme if you make this a nat 
forty percent, because you take your companies 
r ight there, Curtiss-Wright, DuPont, General 
Votora, International Paper, New York Ship­
building, United Aircraft, Binks Manufacturing, 
and Indiana Steel Products, and they would 
all pay leaa. 

That ia true. Some will pay more and some 
will pay leas, there is no doubt about that. 

38 

Regraded Uclassified



O'Donnell: 

Foley: 

O'Donnell: 

Foley: 

H.ll.Jr: 

Foley: 

H.II.Jr: 

Foler: 

H.M.Jr: 

Foler: 

H.II.Jr: 

Blough: 

H.II.Jr: 

Blough: 

H.II.Jr: 

Sullivan: 

- 15 -

The reason !or that la quite clear. You 
spread the burden over all corporations. 

Sure, and TOU are hitting the little !ellow 
and not these big guys. 

You are hitting thea big and little. 

It seems to me it is retrogresaive and it 
1e not - · 

Well, General Kotora, you have !orty- three. 

So you would tax them leas . 

Yea. 

Newport News, fl!ty-nlne percent . 

And you would drop nineteen percent o!! them. 

New York Shipbuilding, si xty. 

You would drop' twenty percent o!! o! them. 

I can subtract. Who 1a Binkl? 

The last !our are Just aaall coapaniea who 
are put in to indicate what this does to 
thea. Binka 1a not hlng. 

Let me see, .laerican Car and Fodndry 1a what 
you would call a high capitali~ation, isn't 
it? 

That is correct. 

It r aises that. Wbere is another high 
capital company? 

United States Steel . 
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You raise t hat a trifle. What else? 

Standard Oil of New Jeraey. 

You raiee that, too. Well, this throws 
another light on it, doesn't itf 

Sur e. 

Well, han you changed your !lind after seei11g 
thh? 

No, I hann't changed -., alnd. This ia worse. 

1hich ie woree? 

Forty percent flat corporate tax. 

Ia worse? 

Worse than ehiftlng the credits . 

1hy ia it worse? 

Becauee it faTOra t he companies that we 
thought were being fa• ored by the other 
thillg . 

Which o·ne does i t faTOr? 

Well, General l(otors , Curtiu-Wright, Newport 
Newe Shipbuilding, New York Shipbui·lding, 
tbeee !el1011a that han a high rate of return. 

Well, Mr. Secretary, Ed is absolutell right 
in eo far as those particular compan ee are 
concerned. 

Now, it all depends on which par ticular 
companiee you are out to increase the tax 
on. The hue and cry on t he Hill is on 
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Unl ted Statu Stttl ad -ric an Cu ana 
Founclr;r. 

Now, I han an idea which I hann't g0111 
onr with ~ boJa, which UJ ache both ot 
thoae probleu and that h the aini­
corporate tax of fort7 percent --

That was going through rq alnd. 

If ow, I dOD' t lmow how long 1t would take 
Kr. O'Donnell to get an eetl.aate on that. 

You took the worda out of rq alnd. I had 
the aame idea. it the Gafernment'e option. 

No, it would mean that they pay the higher. 
If their total corporate and excess profits 
was less than fort;r percent, the;r would pay 
forty percent minimum anyway. 

I think you have got something there. 

Well, I don't lmcw. I want to think that 
through. 

Well, that is the Canadian plan. 

Is it'? . 

Tee. Tbe7 have an eighteen --

Of course by the eaae token, Ed, you can 
eee by this thing that we reall7 are taking 
a alice under the proposal out of the companies 
;rou were worried about, aixt;r percent, fifty­
eight percent. 

SUre, and to that extent I say that what you 
propoaed last week i s better than this thing. 

That ia right. 
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But I dOD't lie what 11 the •tter with the 
Treaeur,r propoeal la1t 1u.aer. 

The C111&di111 pla h what' 

. . 

IA C~~~&da there 11 a tlat oorporate rate 1114 
theA there 11 a noe11 proft h tu ot twl n 
peroeAt, oorporate tu, or oa.puted e:roe11 
protib tu, whlohenr 11 h!f~r. IA other 
word•, their aid-- the 1- tu whloh 
the7 o&Jl e:roe11 protlh h twhe pereet ot 
the corporate lAooae. 

Jhat JOU lliCI'Ihd UN W011l4 \e a alA!- Of 
ten percent idditiODal taz, or tha ezoe1a 
profits tax, wbloheYer ia higher. 

Well, to put it aiapler --

It would be thirty on nerybody. 

Fort7 on eneybody. 

Forty on enrfbody. 

Ot oourae JOU get a lot acre aone7, Kr. 
Secretarr, than rou had aticipated under 
that plab. Kqbe you would wat to drop 
the forty to aoaethlog leas tha torty. 

No, thet il all r id! t. You ca drop soae 
ot the taxea on - I di em' t wat to lncreaae 
the taxes ·on liquor or on tobacco. You 
could drop 1088 or th .. there and saYe that 
tor aothar day. That ia all paued on to 
the oonswur. I think we han got eoaethl.ng 
now. I mean, to - do I oYerat.plity it it 
I aiaoly aa7 that i t under this plan it 
doesn l t coM up to forty, we apply the tort7 
percent tax but nerfbody hu to paJ up to 
forty? 
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Because the only trouble with this thing h 
thia . The more I etudy the exceaa profita 
plan, I think it is a louay plan. I aa 
correct that General Kotora and Standard Oil 
of New Jersey, their returne are not in? 

I think you are, but we will check. 

The Standard 011 aan told • • I think - I 
had lunch with him Friday - I • pretty 
sure his return h not in, but he did tell 
me that he ie an inns ted capital c011pany. 

You say you get a lot more 110ney thia way? 

Yes . Because in tbe case of those companies 
that Ed pointed out that would have taxee 
reduced, there would be no reduction for · 
those companies . They would pay, in the case 
of DuPont, sixty- eight percent. 

Forty-eight . 

What is the matter wl. th this? 

Nothing particularly the matter with it. It 
means that the forty percent will apply to 
eTerybody, whether they are making big profits 
or little, whether they are making more or 
less . 

Well, they haTe got to aake forty percent. 

Suppose they were making a alllion dollare, 
or three percent on their capital, to make 
a bad case, in '86 to '89 --

Oh, don ' t bring up the 186 to ' 89. I have 
got no use for it . That is a phoney just 
like the Depart..nt of Agriculture. (Laughter) 
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And then when they don ' t get the right price 
for cotton, they shift it . That is just a 
phoney. 

Sullivan , can I talk t o you a minut e? 

(Discussion off the record.) 

Now, where were we? 

Kr. O' Donnell just cheoked to see how long 
it would take him to get the additional 
revenue& by combining the two plans, and he 
said he couldn ' t have it t his afternoon. It 
would take until about this time tomorrow. 

I should think some time tomorrow mornin~, but 
they wil l work right through tonight unt1l 
they get it. 

I wi ll tell you what I would like to do. I 
woul d like to have Foley, Sullivan and Kuhn 
just stay here wi t h me a few minutes, will 
you? All you others, stay on tap. There are 
too many people around here. 
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To: fbi Seoret&rJ 

rroa1 Kr , 8ull1Taa 

.. 7 12, 1~1 

fbi naaber ot tl:loae eaplo7ed, •• ot tbl aoat 

reoent 4atea are aat1aata4 aa tollowa: 

01T11 noa-apo1oaltural aaploJ-
.. nt , -.roh 15, 1~1 ••••••• •.• • 37,218,000 

Agrloaltural aaploJa&nt, 
April 1, 1~1 •• •.... • .. ,. • • • •• • 9, 71~,000 

M111t&rJ &D4 DATal aaplOJaeDt, 
Maroh 15, 1941 •••·•••••••••••• · 1,~3,000 

Total ••••••.•...•...•••. ll-a,275,000 

U 11 eaUute4 that in tbl oalen4ar 7ear 1~1 

approXlaatelJ 16,000,000 re4eral in41T14wal 1nooao 

tax ret~~.r~~a Y111 be t1la4 on 1~ 1nooaaa, ot llhloh 

appronaatel J 7.~,000 Y111 be taxable . 

fbi nuaber or iJI41T14ual 1.nooae t~1r1 ia 

•aall 1D ooaparlaon v1t!a tha naaber ot tboae 

••ploJed beoa11ae larp proportion• ot the pop'Cil&Uo.n 

reoeiTt 1noo••• no greater than the axeapt1ona an4 

ortdih allowed under tbl 1nooae tax. I n 1935-3&, 

tor 1n1tano1, 79 peroent or tlw taa111ea an4 
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~5 percent Of lingle 1D41T14u.l.a ba4 &e11"8gate 1DOOMI 

not 1n exoeea or t be preaent $2,000 and $~00 personal 

exemptions. That year only 8 peroent of t~ faa111ea 

had 1nooaea 1D exoeaa of $),000, the approx1aate 

exeapt1on allowed a aarr1e4 •ace earner with two 4epeD4-

enta . 

!M 'fut aaJor1 ~ ot ~ t&ploJ'e4 fall in the 

lower 1nooae P'011P• aDA , ~ret ore, p&J' .oat or ~1r 

taxea on the baa1a or oonaaapt1on rat~r than 1neoae . 

I n 1938-39, tor i .natanoe, thoae with 1nooaea .ader $500 

were eetiaated to ha'fe paid 21 .9 percent of their 

1nooaea in Federal, State , and looal taxea . 
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RB tAXES 

Present: 

Sullivan: 

Foley: 

Mr. Sullivan 
Mr. Foley 
Mr. Kuhn 

Mt.T 12' 1941 
2:!15 p.m. 

Before we start on taxes, there ia one 
thing we would like to clear up with 
Senator Brown. 

Senator Brown called Stephens, or the 
Clerk of the Committee called Stephens, 
last week and wanted to know whether we 
wanted to be heard on Jesse's bill, and 
Brown is calling John to find out. Now, 
the :thing that we talked about with Jesse, 
in so far u s-ml ling the RFC bonds froa 
federal taxation is concerned, has been talcen 
care of. We have checked with the Clerk 
and it will all be satisfactory. The onlT 
question that remains ie whether or not you 
want to make anr objection to the language 
of the bill which would b•nnize from 
etate aalee and use taxee traneactione of 
the RFC or corporation• created by the RFC. 

Now, _it is the same pr oblem we had up with 
the Armr and thei r decision was that there 
would be no federal legisl ation. Now, here 
you would be havinf federal legislation which 
would run cotmter o the r esult of our meet­
ing with the War Department and with the 
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B.II. Jr: 

Foley: 

B.II.Jr : 

Fol ey: 

B. il. Jr: 

B.ll.lr 1 

Foley: 

-a-

Jla'f7. 

Now, John IJIA1 I both agr11 that we oapt 
not to lllalte a tol'll&l appeiPIAOe befOH the 
Ca.i ttee. If R are golDg to clo a~ 
at all, we ought •reli to vlte a littw 
to the ec.J. the and aelld a OOJIT of it to 
Jeaae just to keep our recorda atrailbt eo 
that we are plqing the ... gqe wlfh till 
RFC. 

I haTe got a bettep auggeatiOD. 

'1'ha t we plqed w1 th the Arrq and la'f7. 

Addreaa ~ letter to Jeaae and ask bla 
please to take care of it. 

All right. Well, I have got it the other ~ 
around. You aee, what I han got here ia 
a letter to the Chai~an of the Committee 
tor your lignature, aqing I am seDdi.ng a 
oopy of the lettep and eo forth. I can 
riWl'ite this stating the objections that 
we han and han it all addreeaed--

S1Jipl7 aq, "lCr dear .Jeea11 !hla 1a the 

iDOa! tlOD of the '!'JoeaiUl"f aD4 if 7'0il a~l 
would appPeolate 70W' haTing thla thlng 

taken o&Pe of, thla part of the bill 
el '•' n•ted. • 

W Pigbt. 1114 then enoloae the 11a0l'l.lld111 
atatlDg till poaltlOD of the 'l'Peaau17. 

tea, IDil1JOill.d 70!1 - I woulclll't tTtn aq 
tol"lll.l'd thla to the ~lrun. I aea.n, I 
would put tb.e burclea OD hla, "Would 7'0il 
pleue take ove of thla fop ua?• 

All P1P,t• 
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H.Jl.Jr: 

Foley: 

H.L!. Jr: 

Foley: 

~linn: 

H.ll. Jr : 

Sullivan: 

H.M.Jr: 

SUllivan: 

H.U. Jr: 

ltuhn: 

H.IE.Jr: 

Kuhn: 

- 3 -

See what I mean? 

Right . 

Let's t17lt that wq. He doesn't want 
us to come up there. 

Then we can call the Co.Uttee and tell the 
COIIIIIIi ttee that we don't want to ~~&ke an 
appearance and we have stated our position 
to Jesse. Right? 

And JOU are not go!ng to send a COPJ or 
Jesse's letter to Senator Brown? 

I want to ask Jesse Jones to do thls. 

Then when I call Senator Brown back, I will 
tell him that we have made our objections 
to Secreta17 Jones and he will take care 
of it . 

We have asked him to take care of it . 

Yea. 

We hope he will take care of it . 

Would fOU like to send t his picture port­
.follo in connection with the purchase of 
savings stamps to 7our father or should 
the Defense Savings people send it? Ther 
got it ready for his annivers&!7 but the 
annivera&!7 is by. 

I would love to send it. He said he had 
eleven photographers. He couldn't under­
stand. EYe17body was there but PJl. 

Well, there are sOIIle clippings and pictures 
in the back, JOU see. · 
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H.M.Jr: 

Kuhn: 

H.M. Jr: 

Foley: 

H.U.Jr: 

~llivan: 

H.U.Jr: 

Foley: 

B.ll.Jr: 

Foley: 

H.ll.J r: 

Foley: 

-'-
Grand. 

O.K. 

I want to put this on Jesse, now. 

Can I r ead it to the Co.mittee now? 

You two !ellowe get tofether after rou leave 
thie oftice, but thia • rq pqchologr. I 
am sure Jesee doesn' t want me to go up. 

•Dear Jesse: Wlllrou please take care of 
this thing tor • · • 

Or else. 

Or else . 

I think I am right because I never got such 
service in 1111 life as I did the other da,y 
from Jesse. 

That is right. This thing doesn' t msan 
enough to Jesse for him to want a scrap on 
it. The other thing means eveeything, the 
power to make the loans against the British 
collateral, and he will rise above principle 
in order to get that. 

I don't know wbf it means so much to him, 
but it means an awtul lot to him. 

Well, it br ing him more into the picture . 

Just what i s eating his heart out is that 
he i an ' t a 1118111ber of the War Cabinet. 
Jdaybe he thinks he can ~t through that. 

Yes, and also t his will give him a chance 
to put representatives on the boards of 
these corporations and all that stuff. I 
mean, t his is the old Jesse game, to make 

/ 
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t hese loans . It spreads out his power. 

Yes. God, I would think he would have 
enough. 

Two empires. 

The other thing is the call you got from 
Senator Bailey in regard to the shipping 
bill. 

Yes . 

That Admiral Land is h&ndllng. 

Yes. 

He , as a matter of courtesy, called because 
one of our l awyers asked for a copy of a 
brief that counsel for--

Listen, do you or don't you want to? 

I don't want to . 

Can you take care of it? 

I will take care of i t, and you forget it. 

All right. Let's go on with the taxes. 

I just wanted to - i t is all taken care of. 

That is all I want. 

We are not--

Now, where are we now? I will say this much. 
I read this t hing. Certainly Eccles was a 
great deal more courteous toward the Treasury 
than Mr. Henderson was. 
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Well, I thought that Leon tried to be 
courteous. 

Oh, no, no . It is aoting as though we were -
ae thouldl I was Secretarr of the Treaeurr 
of CanaC!a. 

Bill llcReynolds was just in the office- -

Of Canada or France . 

•••• and Bill is fighting mad OTer this. 
He is worked up a~ much as &Jl1bodT. 

?iho ia Bill McReynolds? 

Used to be here. 

I. 

Oh, you mean William McReynolds. Well, that 
iii bringing in his own personal fight . 

He doesn' t like Leon because he thinks that 
Leon leaked all that stuff about his .family 
being on the parrolls. 

I read the thing. 

In this thing Eccles argued one thing and 
another but was ve~ oourteoua. 

You remember I told rou that when I talked 
with both of them the .afterncon before the)' 
testified I thought I had made a great deal 
more progress with Eccles than I had with 
Leon. 

I have forgotten. 

Well, I thought that. 

Didn't you find the substance of both pret~ 
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good? I mean, trying to do the same thing 
that you are trying to do? 

No . 

No? 

No . But don' t let's go into it now. It 
makes our position almost impossible. But 
that is water over the dam. Nothing has 
weakened the Treasury' s prestige as much as 
that has. But I will live long enough to 
take care of that. It is one of the rattiest 
things that has ever been done to me. When 
you think of this fellow Henderson down and 
out , flat on his back and not a friend in 
town, and then he does that. 

Well, the way I look at it is that we l et 
ourselves in for it. I think--

Hell, I told these people when they csme in 
I didn't want an increase on liquor, I didn' t 
want an increase on tobacco. I wanted it 
on the things which interfered with defense. 

Sure, that were competing with products 
that were necessary for defense . . 

I told them that. 

That is why I say it is hard to disagree 
with anything that Henderson says because 
it is sense . 

Ferdie and I went over to hear Menzies. 
He is the best speaker I have heard in a 
long time. He sold the Australian and 
British cause better than could have been 
done by anybody else. He is a bet ter talker 
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than Churchill beoauae he has got more 
presence and more personality than Churchill, 
and he gives you the impression of being 
a real man and having a great deal of 
force behind what he says. 

He did a great deal--

He did it beautifully. Ther asked him 
questions and he walked right away from the 
danger without giving anyb0c4' the idea 
that he was afraid of the question. He 
handled himsel! very, very well. I haven't 
seen anfbody in a long time who could 
stand up ana talk the war he can. He 
did it entirely without a note . All on 
the record, too. He said he didn't want 
to be off the record. 

Ile said he was a man of full maturity, and 
he assumed he was talking to people of 
similar maturity and he wasn't asking for 
any favors. 

I have got several invitations to meet him, 
but I couldn't be there. 

You will like him. He is a real guy. 

I was invi ted several times and couldn't 
go . 

He is a great big fellow. He is as big as 
you are . He is six feet two. 

Does he bring aDf cheer? 

Oh, sure, because his chin was up and -
certainly. The effect of that was cheering, 
when a fellow talks that way. 
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Yes. 

And he shook them all up, too, which was 
badly needed. 

All right . What are we doing .here now? 
Where are we? 

I suppose we ought to decide on a modus 
operandi this evening. I have just been 
thinking it over and offhand it seems to me 
that perhaps a food approach is to outllne 
the obvious cri icisms ot the present, the 
tact t hat almost anythinf we have rigged 
up is going to be inequi able to somebodf, 
and there seemed to be different ways of 
doing this thing. There is the - going 
back to the old system we advocated last 
year, there is what you call the SUllivan 
proposal, then there is possibly throwing 
them both out the window and upping the 
normal tax rate to forty percent. 

Well, thirty percent with the shift , but 
making it a floor ot forty. 

Yes. 

Do you thi.nk 70u will know tonight how 
lliUCh that would produce? 

No, we won' t know tonight. O'Donnell said 
he hoped to be able to call me a little 
after three, but he was afraid it looked 
like a job that would take lliUch more than 
a couple of days. 

To put the floor under it? 

Yes . 
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And then don't, for God's sake, forget 
there is an exeition on that for the 
little fellows, mean little up to half 
a million dollars. 

That is right. 

I had lunch with Frank Knox, and he was talk­
ing and I got one idea. You ce.n make a note 
of this because I am not what I should be. 
Supposing we increased the twent.y-four to 
fort.y . That is sixteen percent, isn' t it? 

Yes, sir. 

How about giving that sixteen percent the 
name of defense tax? 

Defense surtax . 

Defense surtax? 

Sure . I thought of that this morning When 
you were discussing it. 

Hello, Roosevelt. (Laughter) John Roosevelt 
Sullivan. 

I dreamed it. I was going to mention it to 
you. 

That is the first time I have laughed toda,. 

Sure . 

Because Frank Knox was saying something 
about, "If you could onlr keep your figure 
of twenty-four and f eel there is some hope 
of going back sometime to normal, and then 
what you are askinf extra is in connection 
with defense, and f you can call it de­
fense surtax, I think it would taste better, 
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especiall7 if they figured it separately.• 

They wouldn' t --

Couldn't you figure twenty- four, then on a 
separate line figure sixteen? 

If you are going up to the forty without 
your excess profits tax, yes. If you are 
going up to a forty percent minimum corporate 
tax, plus excess profits, then they would 
have to figure it on a thi rty percent plus 
ten. 

But the ten percent could be called a-­

Sure, and the other six ia a surtax and 
the other ten is a defense surtax. 
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Can't you call the six something? Can't 
you call the six the defense tax and the 
ten super defense? 

Well, we can figure that out. 

One is defense and the other ia super defense. 
What? 

•aver 'de fence.• 

I am ser ious, When you get above twenty­
four, you begin to call it defense , In 
about ten da,s m41be it can be called 
offense . 

I will tell you what I think we can do, 
gents. You two men are coming to hefh me 
tonight. Supposing you get there ri t 
around seven, you see , and we can si down 
and have a little thing, and if you know 
that Connall7 is coming, I wish you would--
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I will call your house . 

Yes, and you had bett er just tell Stephens 
if he would eive them a list of who is 
coming to the house, you see , so that they 
Vlould know. I have ordered food for four. 

If Connally comes, do you want him to bring 
Brown or one of the other fellows in? 

~fuo is tending to it, George? 

Yes . 

What I would do if you don't mind, is thl s . 
\'fuen :rou call up George 1 if Connally can' t 
come, then if he says, 'Can I bring some­
body else in place of h\m?" you would say 
"Yes," but otherwise I don ' t think I woul d. 
Do you? Do you think it i s useful? 

I think any of those fellows would be use­
ful. 

All right . I have ordered the food. Urs. 
;~orgenthau i s not here . 

lfuo is goin3 to be there, ~. Secretary? 

~'iell, ;,rou have got Doughton and Jere Cooper 
and Geor ge. 

And McCormack is coming in after supper . 

You will have Tarleau and Bl ough come at 
8 :30 and St am, if he wants to. 

All right. 

'.'lhat was t he matter with the Speaker? 
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He i s talking at a diMer tonight, B'Nai 
B'Rit h. 

Oh, wonderful. I run a member . I have been 
a member for about 25 years . 

What does it msan? 

I don't know whet her it means anything. It 
used to be a secret Jewish fraternal organi­
zation. Now it is just a service club. The 
nearest thing I can think of to it is the 
Knights of Columbus . They are always doing 
something, sane big drive or something like 
that. It is now in very much the same status -
it· used to be secret but no longer . That is 
an enormous function with an enormous member­
ship, but I would say very much on the order 
of the Knights of Columbus. Practically the 
same. I don't kn~v anythine else that would 
correspond as much. 

Well, I think it is all right, and I think 
this, that when we put these various things 
up to them, and as I say, have as many examples 
as possible, I think that makes the hit. 
Simply show that t he companies that have been 
in business a year or two, some of them are 
goi ng to be hit for sixty per cent . On the 
other hand, those that have been in business 
a long time with a high capitalization and 
haven't made any money aren't going to pay 
hardly any taxes , that the thing is very, 
very uneven. 

Have you had any reverberations from the 
Henderson-Eccl es thing, as to - going to 
make it impossible to collect the money on 
the al cohol or "on the tobacco? 

No, but they have written tobacco off t he 
list up there. 
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In view of that or in view of those fellows 
coming up? 

No , the fellows who came up, they all came 
up to the Senate last year and it was the 
combination of the two. Of course, their 
coming in the day afterward - and that was 
rigged too. When it was arranged that they 
were to come up, theylcnew what Leon was 
going to say on tobacco. 

They did? 

Sure. It was arranged for the next dq. 

How about the automobiles and that? 

Dingell from Detroit wanted to know if 
Leon was set on 20 percent, and Leon said 
no, he might make it 25, and l understand 
~ingell nearly fainted. I don ' t know, of 
course--

Because I st ill feel - I read the thing 
fairly thoroughly - that these fellows that 
are riding hobbies, I don't know any two 
men that ride hobby-horses &n1 more than they 
do, and where it used to be excess reserves, 
nature has taken ita course and it is going 
down. 

Now, they can't do their own job. Henderson, 
on the question of prices, is a co,lete 
flop. So he has got to jump in on he tax 
business. It is always that way. It has 
always been that way in Washington. When 
the fel lows can't make a success of their 
own, they have always got to start on some­
body el se's. 

Of course, the thing that Leon and Marriner 

so 
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lost sight o! is that when you put a high 
tax on automobiles, to that extent, you 
limit consumption o! automobiles. That 
ts not necessarily true. People are going 
to have automobiles, and they are going to 
have that much less to spend for other 
things . 

Well, old Knudsen put it verr briefly and 
to the point . He 887&, "If you want to slow 
them up on buJing automobiles, just make 
the paper one or two months longer,• mean­
ing that they have got to put up that much 
more cash. Just make them put up a little 
bit more cash. I mean, I don't know what 
the down payment is now. 

Well, they have already taken that step. 

Have they? 

I think so . But that recommendation of 
Leon's in so far as the automobiles is con­
cerned makes sense to me. If you are going 
to make, say, four and a half million auto­
mobiles next year instead of six, there is 
going to be a greater demand than there is 
a supply, and, therefore, they are going 
to be able to put up the price a little bit 
and it seems to me that if the Government 
gets that instead of General ~tors we are 
only being alert t o a situation that we know 
is going to exist . 

Well, I will tell you, Ed, the thing that I 
am not ~ing to let mrself get in to is 
automob1les, I suppose, is one, to put it 
moderately, of a hundred different commod­
ities. You might control automobiles and 
something else runs away. You can not -
I moan, you can take a great deal of money 
out of consumption by using it for consumption 
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through taxes. Vlhen you say you want t o hit 
automobiles or bathtubs or refrigerators, 
I think you are just being silly. Because 
you can say, "Well, there is so much money 
and we want to take three or four million 
dollars away from the people who get extra 
earnin~s and give it to the Government and 
spend 1t for defense so that they won't do 
the thing. " That makes sense to me. But 
when you begin to point to the particular 
article, I don' t think you can do it. I 
think you have just got to - if you don ' t 
want - if he wants twenty percent less 
autOi:lobiles, all right, Get the manu­
facturers to agree to it and freeze the 
prices . Then you get the thing. But the 
thing that bothers me the most on this 
thing, if we don't do it, is that if we 
don't get the money, labor is going to get 
it, and then with the higher wages and the 
more spending power, you have ~ot the spiral 
~oinz , and you never can stop 1t. I mean, 
1f the people get up to fifteen and eighteen 
doll&rs a day, you go back to the era of 
silk shirts and all the rest of that, and it 
is just a race as to who is going to get it 
first, labor or us, and labor isn't going 
to irofit very long because the cost of 
liv ng is going to be so hiih and the cost 
of rents that it is just going to take it 
away from them. 

That is right. 

And then the whole thing spirals. 

If there are 10 come out of these articles 
that compete most with defense, doesn't that 
alter your idea? There are 10, rubber, tools, 
iceboxes. 
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I said that to John. When they cuut in 
here they didn't have a list, and I said, 
"Gentlemen, go out &nd bring me back a 
list , and I wa.nt a tax on ovecything that 
competes with defense.• Didn' t I sa, that? 

Yes, and the· one the President raised his 
eyebrows on was refrigerators, and we ex­
plained why it was in there. 

But I asked them to do that. 

Sure, for the very reason that Leon gave. 

I said, "Don't go back to the World 'ifar. • 

There was somethinf I wanted to ask you 
people . Well, I w 11 see you two gentle­
men (Sullivan and Foley) at seven. 

And you will let the house know? 

I. will, sir. 

What are we going to do tonight, l.!r. Sec­
retary, just give them examples of the 
inequalities and askfor help? 

No, I am just going to te.lk. I am r>ing 
to sa,, "Gentlemen, we have gone this far 
and so many of the returns have come in, 
and I am bothered because the thing gets 
so uneven, and it isn't fair, and I think 
before we go any further we have simply got 
to find some way of rai sing the three and 
a halt billion, but doing it in a way that 
doesn't hit so many companies on an uneven 
basis, and I want to show you what we have 
got , and I have asked you to come here to 
hell/ me. Now, I don't know what the answer 
is. 
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And we don't han to suggest 8.111 fol"'IIUl.a 
tonight? 

No . We can S&f, if we want to, "There are 
two or three ways of doing it . I don't 
know that they are 8.111 better, but we han 
got two or three different suggestions of 
how to do this thing. • 

Because I think of all the suggestions that 
have been made so far, the best one is the 
one that we mAde last summer, and it seems 
to me that it would be easiest for us to 
go bac.k there. 

You couldn ' t do it tonight. 

Yes . Well, that is why I wouldn't like to 
freeze the thing tonight on this combination 
of forty percent and an excess profits tax. 

Vlnat this is going to do is this. I S&f 
this. I am perfectly willing to go up to 
the Hill and, if we have got to make a 
radically new suggestion, it is up to me to 
do it, but if it is ex~les and so forth 
and so on, it is much better for John to do 
it . In the firs1l place he has got the 
technical training and in the second plac·e, 
I am trying always to be honest, for the 
next day or two I don't want to go Uf there 
and have that fellow from Ohio, Jenkin.s , 
point his finger at me and say, "What about 
those savings?"because I haven't had a chance 
to see the President, but if it is a ques­
tion of an entirely new suggestion, I am 
going up. If it is jus t a question of say­
ing, "V/ell, now, gentlemen, we want to tell 
you how far we have gone, see." You (Sulli­
van) would be perfectly willing to do that, 
wouldn't you? 
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Certainly. 

If you go up, would you go up during these 
hearings or would you wait until the hear­
ings are about over and then go at the end? 

No, you have got to give the other fellows, 
the public who is interested in exoesa 
profits, a chance to teatit.y after the 
Trea8UJ7 has made ita recommendations. 

But I llll not keen to go in the next dq or 
two, it I could help -raelt. 

I don't think we could go if we wanted to. 

I think it is a mistake for me to go in 
the next day or two with Jenkins and all 
the Republicans ready to pounce down on 
me because I would have to get more 
specific, and I haven' t any authority. I 
would rather wait until Harry gets back 
from this tri~ , too . I think we are get­
ting along. O.K. , gents , we will just 
kind of mosey along. Here are our troubles. 
Vntat have you got? We have got no cure-all. 
Have you got one?" 
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TREASURY DEPARTMENT 

INTIR OFF1CE COMMUNICATION 

DAft J.!&y 121 1941 

secretarr Korgenthau 

Herbert Kerillat 

HEARINGS OF WAYS AND l!EANS COIOIITTEK 
Konday, lo!aY 12, 1941 

The Republican side and Disney showed oonsiderable in­

terest in proposals made tod&J by representatives of T&rioua 

'growing" corporations. These proposals were for changes in 

the excess profits tax law: (1) to permit corporations whose 

earnings increased during the base period to project forward, 

in computing their average earnings credit, their rates of 

growth during the baae period, and (2) to eliminate the 

present ceiling on the average base period net income. These 

spokesmen argued that the present law was unfair to •growing' 

corporations. !part from Disney, none of the Democratic ~ 

bere appeared to be interested. 

Bank checka 

Doughton seemed to like a proposal to drop the proposed 

tax on bank checks. Other members on both sides were skeptical, 

however, of arguments for eliminating the tax. 

!len-defense Spending 

With regard to a suggestion that the w. P. A. appropria-

tion could be cut if discrimination against negro workers in 
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defenae illduatri " oeaaed, Dillgell Paarbd that the suggea­

tl.on could 1101'8 ppopu17 be .a. to tlw ippl'opl'iatiou c­
JIIittee. Dian•T disagpeed aDd stated that he would not Tote 

for a tax bill to J'&iee Si billiou UDleu outs in appPopPia­

tiona wue made at the same ti:ale. 
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Regraded Uclassified



~boa of ( a) P"••• la- u4 •-••-proflh ,.,.., u4 
('b) propo .. 4 1- u4 '111141nr1llll\e4 proflh -..... ("""'"r 
-lou ....-1 tu ra\ao u4 .. ....,u.o u \o 4h1 .. M 

alall'lw\1"'1) !/ 
.t.-1'1- Oar u4 ~ - 19110 

(........,,, 1a \IIGQ•••• of •1laro) 

1o.,.llll all iaoo• 41ovlbv.\e4 

tao- \ax 

Jsoooo-profl\o tu 
( ae\IIM 

IJI41otdh.\e4 proflh tu (~ 

!o\al 

1n,.l!ll 4h1&oa4 41ov1111LUoao 
-uwiO 

lnCOIIO \ax 

lxoooo-pr ofl \o bz 
( MUI04) 

1Jo41ttr1bu\e4 protito tu (~) 

total 

1111111DC ch&De o 1a U CI'CIDh of \u 
atfoe\ o!!l,r 41rl4oll4 Unrlbv.Uoao 

~-\ax 

lxoooo-proflh \G 
( aet~~o4) 

171141otrlbu\e4 profl\o tu (~) 

I Proooa\ I Jii'Oooli&l 

1r51'!1 -.079 

IIOCIII UX A! T.t.IIIOOI :U.SS 

89 

1,6115 

.........,, of Ms .,. ........,,of_ 

OOIIpU\ a \ •• are 4 "" 4a\a tr"'' P" 4 t ropor\o are 
aooor4J.Jicl;t IIO.'b,.ot to 110.\otaaUal orroro. Jzoo••"1'roflto \aX ~\e4 at 
t.be 1'0\e of 5~· .. , la- tor 19leo -\14 to t6.57'9r000r !bare WI'O 

ao 41rl61a4 U ovlliiLUo ... 

Regraded Uclassified



Oolif"l'looa ot (a) JN••• u- .U -••-ps-atih '-• M4 
{11) propo .. 4 ~ aM aUaViW\&4 pnftb '-• (-*r 
ftl'l.,.o aonal \u ra\aa MA ...... \!.au u \a UYUIIM 

UaWlWU•) !/ 
...,.. - l,a.G 

<..,_._ 1a ...,.,. at ullara) 

.u-1!1 a11 1.a- undw\af 

I-\u 

Jsooo.-protl\o \u 
{aw...,. .....ace •U.o4l 

U.Unrlnwt protl\o tu 50l') 

!o-.1 

PN•a\ 
I laf 

15.55) 

3o7!1 

1,,@ 

I- \u 15,553 

tlcooo-protl\o \u 3,721 
{awr.,. oaraiqtl aeU.04) 

UD4.1o\rl'bu\o4 prot1\a hs ( ~) 

!o-.1 19 .27'1 

U!1al!tc ..a.,r• 1D ~'• of UK 
artoc\ oal,r 41'01 .. 114 uouliNUeu 

In- \as 15,553 

tlcoo.-protlh \as 3, 721 

15o553 

15,,3 

1,,11112 

1,,11112 

)l,llo) 

,,..., 

{ ......... eara1ap .u.ot) 
UD4.1ov1lna\e4 proti\a \as (50l') 10,801 10,101 

!o-.1 1'. 27'1 
liOCIII !AI A! TWOUIIA!II 

90 

.... m • • t ... llij! .....,., at w 

Regraded Uclassified



C111-4ela • 1110 

~· SatMoo all et taUara) 

I 
1 ....... I I 
1 1111 ··--··--·--· 

.u-l•' a11 1••- 41nr1M1114 

1M- tax 10. 110 10.110 u.111 u ... 
Jxoo oo prot1 to tax ..... - -

(,&.'llr OC" •anSae• •tllo4) 
OD411t1"1'NW4 protlta tax (IOlC) - -

total u.OM 10. 110 u .aa 11 . .. 

.u-ln· 4h1.cleDd. 41etrilniU ... 
.... .. iiid 

lllo- t u 10.110 10.110 11.111 11 ... 

111111 protlto tax ••• u - -
(A .. rap •t.l'll1ac• • tllocl) 

OD4htr1bll\a4 protita -ta.x (.,C) - .. ,. ···" .. 
Total 16.0M 11.111 u.uo II.OIT 

""J'!r\'£7~ -\a at taa 
I . n.e;a Ui£iiiial -

n.o.. tu 10.110 10.110 u .111 u ... 

a-a..,..otlta taa ..... 
(Awroce •anat.c• -~> 

1hldietri'llfte4 pretih tas <10:10 '•Oil •,oil . ,011 I 
fetal u.OM 16. 111 lT0 1M u.•• 

L4i mtOltaz • ·- • :mlJ&i 
u~ 10.110 • "' u.Tu 
10 11.111 10 11 ... 
U li.IIT II 160 111 
60 lT .110 10 • ••• 

Y'"" """""'u .. - 'bue4 a •• ~rea ,....u ... ts-iel re,.na u4 ...., 
aooor4iJle17 ft'bj .. t te .Un.Rial . ,..... .. ...... pntlta tax 1uqs•4 n 
tbo rallo of 10 poreon. ..t 1a- t• U60 a auM te 1".171.000 u4 

41ncle114 cllotr1'b'll1:1 ... - da4 te tal. TtO.ooo. 

f'/H/ ~ I 
--------~----------~--~--~ 

Regraded Uclassified



~iooo ot (a) ,... .. .t 1M- aa4 oueoo prot1t. -· 11114 
92 

~ ,...,. .. , 1M- 11114 -.41:tr1nted protiu tu .. <-=-
""lou ~ tu Nwo uo1 ..... u ... u to Url-

UotriboatU.)]l 

Coa1:S..Dtol Coa Coo • lMO 

(I ato 1Ja \Uo&..,..o ot dalhra) 

• 
1 rr.aan 1 • I 
I 1• ··- tu 

··- tu 
·-tu 

u••!!l o11 111a- 4iatr1-4 

IDo- tu ... , ... , a.an a.ua 

booll p.rotita tu 1M 
(IJneaw4 oapital •tbotl) 

Ololittri'butod protit. tu (IOJC) - -
total a.1oa ... , •.•n •• u. 

unwlD& d1T14nd .Uotri'blrtiau 
..... iiiO 

Ino- tu ... , a. eliT a.en •• 118 

boo••'1'rot1ta tu 188 
(In.,..otd oapital •tho<l) sf On41otr1'buto4 protita tu: (liOJ() 11Me ll7ll 

Total 1.101 •• us •• uo a.ua 

AI•~ ·~• 1Ja •cnmto ot tu 
&lt.OOilzTiaiia! 3IeuJi1itt.-

Ino- tu 1. eliT 2.1117 a.en e.ua 

boou'1'rot1 ta tu 188 
( In.,..oto4 oapital •tbo<l) 

0Dd11tr1buto4 protita tu (IOlC) - l , lta 1 1zea 1,161 

Total 1.101 •• zoo ..... T.ael 

Bato liiOWlt ot tu: ll&to • m ot tu 

UlC a.liiT "" a.eoe so a.en so e.ue 
15 •.ua sa e. TSO 
40 &.aM SO T.MZ 

Regraded Uclassified



93 

c.rti .. Wrip~ - 1MO 

(Moat• iA tlaaau4o ot 4el1ero) 

• • "'!•n • I . - ··-!!! ·--..... 
..... ~., all 1M- dlatrillodoe4 

Illl- tu: 10, Il'r 10, 117 11, 111 ..... 
lxMU protita ta li, NI - -

(A ...... •U'Dollle• •tlw4) 
tra41atr11NW4 pretita t.u: (IOlC) - -

tftal ..... lO,IlT 11,111 ZI,UI 

.u-1•& 4hioloa4 41etr!MU_. 
... ulAO 

Ino- tax 10,11T 10, Ilf 11,&11 ZI,UI 

Bxoou protito tu: 18,6U - -
(.t."'"P ot.I'OiJI&o •the4) 

11'1141otrlbllte4 protita tu: (~) - 1t. l11 u 1ue e1ua 

total u,au a.,m u,uo liO, 71T 

.U~ ~· 111 -ta ot tu -..r o z n3eiil HRrlbwti ... 

Ino- tax lO,IlT 10, 111 11,6%1 11, 666 

boeu protita t.u: u .... 
(.t. ...... •U'Dollle• •tlw4) 

11'1141atr!Jnrted protit a tu: (IOlC) ' •"' •••• •.u• 
total ..... 17,1tl lt,Mt .. .... 

IJJCO. tAX .l.f VAIIIOUI UBI 

Y fOi oo.p.rtatl.,.. .... l>ue& - &ate &a "'iiiiiea tmW r.,.u ....... 
••.ar41aa!T nl>j .. t to -.-sal orr••• ._ •• pretita tu: oq_. at 
tho rate ot liO per•at• ~~n s- t• 1MO -w to .... 010,000 U1i 
4hidoa4 41atr1bn1-.. w te4 to ... oaa,ooo • 

.J-,, . ' 
Regraded Uclassified



Coi\)U'1•• ol (a) P"•-' a.- ..S •-aa P"tlw tuee ... 
~) ,.., ••• a.- ... ..u~ '""'• --· ( ...... ,...1.,... ... ..-1 .,. ... -. .... u G"- ,.. w u..u..a 

UetrDala)J/ 

~ -1110 

.... - ·· all a.- U.WiW 

Illo- us 

&l<HII protUoe-
(l. .... c- Mftiac• •ta.et) 

11'14htr1b..w4 pr•tl'• .,. (IOlC} 

!etal 

l&otoo-profito us 
(.l.wrage eamiJoca •tloo4) 

Ollllhtrl-4 protlto tu (~) 

total 

ll<oeu..,rotlta tu 
(l.wroce eamiJoc• •t~>M) 

11'141nrlbne4 protl'• ,.., (IO)C) 

total 

... I 

IT,OOT IT,OOT 

lt,IM • 

• 

.... 1 IT,OOT 

1e.ua 

IT,OOT n,OOT 

'·"' 

I .. .. I 

... ,.. 
• 

• ... , .. 

11,170 

II, Tit 

'·"' 

IT ,GOT "" ID,tll ... ,.. ~ ..... 
...... ..~ tl,ltl 
.. , 011 toll IT,JlT 

..... 
• 

..... 

..... 
l ,UT 

17,111 

..... 
T,Tit 

M,OM 

Regraded Uclassified



• 

~boa ot (a) ,n••' la- ul -• .. 111\a \aDa u& 
(I>) propo•l a- ul ..U•Vl•Ml pnfl'• '-• (.UW 
....-1ou .--1 - rate• .... .....,..,s... u w lint.& 

U.Vl .. \lea) 11 
.... 1111 ...... -19110 

(.aa-h Sa ........ at lellare) 

••-1!!1! all 1aoo• 41atrlnw4 

lD- \as 

u_I.D, 41rl4n c!. 41otrin\lou 
-uwiO 

lD- tax 

lxoooao-protih tax 
(anr~ oan~iqe Mlhoc!.) 

Vodh\ribll\tc!. prot1h tax (~) 

total 

J.o.,.inc; +on-• 1D •"""'" Dt tax 
ttfec\ o!ll,r 41rldno4 41oh1WUoaa 

I Pn•at 
I law 

ID- tax 10,5~ 

lxcoo.-protth \as J9 ,1}T 
(an~ t&l'lliqe •thoa.) 

Va41e\r1'butad protlh tax (~ 

1Zi4Jlil= 1~ a- 1 

~--~-- ~ 

10.5~ 10<>.7~ 

}1,CJ9l 

122.6112 1}2.715 

fo\a1 ug, 71.6 10J,01~ u3,219 1go,}69 

liOCIII tAX A! TWOUI IASI 

aeoor41ac1J .UJeot '• auovaUa1 amra. ~ae-pzotlh tax .-po~w4 •' 
\lit rata ot ~ .. , ~ tor 19110 _ .. , w $335• ~.ooo _. llrllln4 
41o\r1'1N.Uou -\04 w tl7l,ol5},000• 

Y !ba total ot prapo•c!. a- tax aa4 aetul U'I'UM4a pa14 la 19110 •-'-
\lit .. , 1D- tor 19110. 

fj'!i'' 

Regraded Uclassified



96 
c.pat"iooa ot (a ) P"•Jit l.looo- ad o&•o• protita tuao ad 
(b ) propo•4 lao- ad -.41otr~4 protito tu .. (...,.... 

nri ou ~ t.u ratu aaol u.,..t-1 ... aa to 4h1'-"" 
41otr11Nt1•) y 

Illtonat.i.-1 hpor - lNO 

c,--ta 1a tbcN..-a ot 4ollaro) 

p,o. .... t 
law • • 

10- taz ··~ t&z: 
10- taz 

..... ,., dl illo- 41otr1'b-4 

1»- taz '·'" '·"' 8, 1166 11,182 

Exoo 11 prot'i t o tu 2,1711 
(Inftato4 oapito.l •tho4) 

OD41otr1buto4 proti t o tu (&OJC) - - -
Total '·'" '·"' 8,NI 11,1112 

.,.,.to, di'l'i.S.D4 41atr1bvt1olla 
.... •• lAO 

~»- taz '·"' '·"' 8,11&6 11,6112 

lxoo 11 -pr oti to t u 1,1711 -
(n. .. otd oap1tal •tho4) 

Uod1otr1buto4 protito taz (~) &11112 151%18 218118 

Total T,TU u ,n8 12, 111 14,6110 

.. ~ ~0 ill -to or taz 
i!otOiilrTl&Dd dlotrl'bat!ooa 

In•- taz '·"' '·"' 8,K6 11,1112 

l xoou pr otito taz 1,1111 
(lnftoto4 oapito.l •tho4) 

Uod1otr1buto4 protito tax (~) 418t2 41822 &1821 

Total T,T6$ 10,$88 11, TTT 18,416 

DICOIIE T.IX U V.&RIOUS IUD8 

llato .-.....t ot tax ll&to ..........,. ot tu 

24% ' ·"' -~ 10,&&8 so 8,11&6 10 11,6112 
as 8,114 u a . Til 
40 e,zT& eo 11,1110 

y !'ax OCIIplltatlooa aro 'baood Oil data tr .. pllblh'bod tiaall01d roporto aD4 
are aooor4~Dc17 ollbjoot to allbatalltlal or roro. - .. protito t u oOO&Pato4 
at tbo rate ot 10 porooat. ..t u.o- tor 1NO ....-4 to $28,184,000 ad 
d1'1'14o D4 d 1otr1but10ill .-mtod to $15, TilT ,000, 

Regraded Uclassified



COOfUi '"" ot (o ) ,.... at 1M- 0114 oz.aa prot1w .._. 0114 
(b) propo•d 1M- 0114 .....Unru.tol4 fi'Ot1\o tu.a (....,. 

""'iOill ... ~ taz ro~ .. 0114 .. ....,,1 ... u w 41'1'1 .... 
4h \r1lnn.1•) y 

Ll&P" • .,.r a !obuoo Co. - lMO 

(....,\a 1a U...a•""• ot •o11ara ) 

I ~a\ I iU Ia: I I ibJ &: 
I 1- tox 1- tox 1- tu 

.UMiJII •. u 1M- dia\r1 ....... 

Ia•- tu 1, 111 1,111 l,ltl li, Nt 

boo11 protito taz It 
(Awrace •ona1Jtc• • til .. ) 

1JD4htr1'borto4 prot1\o taz (IOl() ___ •;;._ __ ..:;... __ __:;.._ __ __;:~ 

!otal 1,111 I,Ul li, Nt 

tao- tu I,IU • •• u l,l U 13,86t 

IXOIII"''rot1ta taz .. 
(.bwr&«a •t.l'IWI&• •t~ood) 

On41otr1'butod protita tax (~) 1, nt V26 

Total 1,161 1,252 ia-· ottu 

Iao- tu 1,111 1,611 l,lU lii, Nt 

lxoo oo-prot1ta taz II 
(.t. .. race • orllilll• •t~oO.S) 

1JD41otr1'buto4 protita taz (IC!l() 1, ..0 1,440 1, ..0 

total 1, 611 l , l&a V, lll 

~ !AX .t.% T.t.aiOUI J..t.DI 

97 

Regraded Uclassified



o-p..-1- of ( a ) '"'-' ~ M4 .a••• pntlto - · u4 
(~) propo .. 4 ~ ... ~ JHflh - · ( ..... 

'fU'1C>U •I"Ml - nMo M4 ..._.u.u u 'k U...u.& 
Unriloalla) !/ 

~~ooopon ...,. ~Ulac - 191eo 

(...._,. Sa tuu.to of 4ollan) 

,.._!!& all "'- 41oulwto4 

1•- ,., 
Jll<OOo.-profi\a la 

(a•uace .. nal.ap -~o4) 
Oo41tlr1n\o4 profih ta (~ 

total 

hou.-profih laz 
(oftrop o&n~l.ap u\ho4) 

Vo4htr1'buio4 pronto ta (~) 

total 

.t.ooua1y cbal!c!• 1a M01Ulio of ta 
o.l'toct onb 41rlclioa4 41olriwU•• 

~--
lzoo~ofUo ta 

(oftrop ....,.u.p -~o4) 
Oo41otrlft.lo4 profUa ta (~ 

total 

2.292 2,2g2 

2,,,.. 

5.21£ 2.292 

e.no 

2o292 2o292 

2,,,.. 

1,]6! 

5·21£ ),66o 

2, 11611 

2,11611 

2,11611 

1, ,os 

11,2)1 

... ~ 

... ~ 

1,,., 

-.~ 

1.}61 

6,llle 

lite 1 AaC!!!l of \¥ 

2~ 
}0 

~ 

98 

!I !u .......... u ....... _, .. 4&\o h• p)l11bt4 tS.UI.ol roporta ... -
-r4illcQ- .UJ•"' w .uotutl.ol orroro. .... • ._,..tuo ta _ .. , •• 
\lie ro\o of 50 por•a\. •• ~tor 19llo _._,to t!J,511S,OOO ail 

llht toat 41o\rilo&Uo• _ _.., to $].,~J,OOO • 
.s;: .. f J 

Regraded Uclassified



~hoa of (a) pre••' 1a.- u4 aa.o..,..ttu -· ... 
()) propooo4 1a.- u4 ....UoVl'Mkt pntlh -· (_.,.r 
nr100lo ......-1 .,. ra\lo u4 ....,.u ... u \o 4l.U.81 

u-n.u-)!} 
.... Tort< .,,...\.Uiil 0 5 rq- l!)llo 

(.a.-to a --...... ot tallaro) 

,,.,.1"' all la- U ovllnl\14 

In-,..., 

: ~J!·' : iiij u.. 

lsOIU proflh \a& l,llol 
(1Dfti\04 a.pl\ol.M~) 

11D41nrllnl\o4 protlh '- (~ 

I- \IX l , o611 l,o611 

lsooo.-profl\o \IX l,llol 
( lDWI\04 oopUal Miho4) 

1111411\r1buh4 proti\o \ax (50!1> lt201 

fo\al 2,1165 2,265 

AaiNII1!4 ~· la -""'" ot \ax 
otfoc\ odhla.ta4 dlo\rllla.Uoao h.-- l,o611 l,o611 

l%oooo-prof1\o \ax l,llo1 
(lawo\14 oopUal •\llo4) 

171ldlo\r1h\14 protth \ax (~ 2:!2 

'lo\al 2,1165 1.56\ 
IIOCIII !AX~ TWOUIIADI 

l,JJO 

llo6s 

2.}91 

1,JJO 

2:!2 
l , SJO 

99 

2.217 

2o21T 

6M 

z ,Al 

2,217 

2:!2 
2.117 

la\41 ...... ,.t .. iiw -\of \ax 

~ l,o611 ~~ 1o995 

30 l,JJO 50 2.217 

~ 1 .552 ~ 2.m 
1.11~ 

2. 

!1 fii oc.pu\aUoao an -4 oa taia tr• pollbilob14 tl-clii report• lid an 
accor4lac1J' nliJoc\ to nl>o\aaUal orroro. :&uoo"ttrotUo \ax OOIIP'lk4 a\ 
'he ro\o of ~ •• 1a- tor 19110 •oua\14 \o .~3~,000 u4 4lrl61114 
41o\rllla.\1ou • ....,\414 \o fl, llol,OOO. 

Regraded Uclassified



J , c. J'Oo-7 - l MO 

<--t• 1:a tlaoa.-4o ot .. uaro) 

uNa1116 oll ino- 41otribuwd. 

lliO- t u 

Jsoooo prot1to t u 
(! .. race •t.rJli:al• •tlaod.) 

11114htriww4 pr ot1to tu (IOlC) 

!otol 

lxo .. o-protito t u 

I 
I Jlre•llt 
I 1 .. 

1,122 

n o 

1,222 

, 60 

1, 111 

1 , 111 

6,222 

I,IZI 10, 880 

-

1 , 628 10, 880 

(!ft ro&• oo.rl>iD&• •tbod.) 
Ondiotrib11tod proti t .o t u (~) ----~~1~16~8----~~~-------!1 

Total 

!IolBl.~ •lwltlt• in - - · ot t u 
l:ttooCODlidiTldliid dlotriblltlou 

hlo- tu 

llxoou-protito tu 
(! ftroce oorni:a&• • thod.) 

17D4iotr ib1lto4 pr otito tu (IOlC) 

Total 

6,872 

uo 
1, »4 

6,812 

IICOIIB UX !! VAillOUS II.A.%B8 

10,880 

6,628 10, 880 

l , &U l ,aM 

100 

Regraded Uclassified



Cao~pUiooa of (a) pr .. oa\ la- a114 exoel...,roflh \oal U4 
<•> propooo4 la- aa4 .....Uo\d"'"\04 protlh •-~ (_..r 
.,.1ov.1 110.-l \aX ra\11 U4 uwap\lou u \a 41'1'1Ma4 

411\rlKUoa) !/ 
1\.alldari Oll (..., JoH07) - 19leo 
(.......,\1 1a t!toaoud1 of 4ollaro) 

1 
l'roooa\ 

,lw 

.u-ly ell ln- 411\rlK\14 

lD- tas 117,)68 lllo)6S 59.210 

Jxcooo-profl\1 ~ '·"' (lDno\14 oopUol M\ho4} 
OD41t\r1•,.\14 protUo ~ (~ 

!o\ol ~.~ ll7o)6S 59,210 

J.u.aiy 41rld.,.4 411\rilni.Uon 
18:111 &I BERS 

Income tas 47o)6S 117 ,)68 59,210 

lxcooo-proflh \as 6,s,6 
(lnYol\14 oapitol ao\hod) 

Undhtrlbutld protlto ~ (5~) ~1,1§ !!;2,2011 

1'o\11 54.2.64 98.1197 1oll,lll8 

.lal\l8b5 dll!:!4!l 1u aacnm\a of tax 
affect oa.l,y 41rldond 411\rlbuUou 

InOOOII \ax 47o)6S 47o)611 59, 210 

Jxoooo-profl\1 taz 6.s,6 
( lll'fl1\ld oopl\ol M\!>od) 

OD41otrlbu\ld profito \as (5~) 11z,6n llz,6n 

!o\11 54,2611 95oolt9 lo6,S,1 

IIOCICI UX i!l TWOOS ~-

101 

91.~ 

91,6811 

911, 6811 

§.1111 

124,155 

911,6811 

llz,6n 

1116.)65 

Iii to Aloaun\ of \as late 
_, ot \aZ 

2~ 47, )61 45~ ss,n6 

30 ~,210 50 911,6Sll 

~ 
,079 ~ 

108,~ 

711.9117 
us. 

y !&i oo.pol\OUoao oro baood oa data troa pv.'Dliihii dMiiCLii ropor\1 a114 oro 
a ocordlaclT nl>jlo\ \a nH\uUol 11'1'01'1• IJOoolo-protl\1 taz ..-pu\od a\ 
tb. ra\1 of ~. Jot laCOM tor 19llo _,.\od to t197,)6S, OOO a114 41'rtdoa4 
41otr1lni.Uonl ..,....ted \o tilT, 7112,000. 

r" ·' 

Regraded Uclassified



~1oo• of ( a ) pnMa\ !.a- aa4 e-a~t-proflh Mma aa4 
('t) propo .. 4 Sa- aa4 ....Uaulww4 profUa '--• (_..r 
- 10'0• a o..-1 wz nwa aa4 .. ._ueu u w 4h1.taa4 

U a\rlwU•) !} 
Va1M4 .lir.-f\ - 19leo 

("-'" !.a t~~•·nn«a of 4ollare) 

I J'ruaa\ I 

I I 2liJ !.a- ~fii!=l 

102 

50JJ.a-l8w 

~-- 1- Mz I - \U 
. 

.u.,.1¥ all 1noo• 41a\r1bu\e4 

!D--
1,10:5 1, 10) lO,J.29 16,1112 

11o0o.-prof1\a tax lO,J90 
(aftra&e aarlli"C" •Ulo4) 

Ull41at r1bllM4 profih \ex (~) 

foWl 11.119:5 1,10) 10, 1.29 16,1112 

.u-!!!1 41ri4oo4 41o\r111o&Uou 

- .. w10 
!DCCIII tax 11,10) S,lOJ 10 ,129 16, 1182 

bcou~rofih \ex 10,390 
(an~ aarllillp -u..o4) 

11•4h\ r1bll\e4 profl\a \ex ( ~) 11166 It1:il ltUI 

total 11.1193 16,269 1lo2112 20,""' 

Aua1y *"'«'~" ill uoaah of M& 
affect o•!l u ,r4oD4 Uouha.UOil 

In- \ax 8,10) . , 10) 10.1.29 16,1182 

bcooo-prof 1\o ""' 10,)90 
(an~ ~ •t.ho4) 

111141otr1buw 4 profi\o wz (~ z~~n 2,,:n 2a!I! 

foWl 11,119J u,o711 1),100 19oi5J 

11~ ux u 'woua IIA!II 

0400r4J.a&l.7 lll'bJoo\ \o n'ba\aaUal errore . bon .. proflh ""' _,.w4 a\ 
U.. rate of ~ •• ~ for 19110 •oaa'-4 \o tJJ• 763,000 u4 una.a4 

41atr1'baUou uouaw4 \o t') ,J2S,OOO. 
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~1100 ot (a ) ,... .. ,.t ~ u4 .,. .. ,, Jl'el'itl MDI u4 
(b) propo .. 4 ~ u4 11Jl41atri1Nt14 pretl.to -... (_.... 

- 1•"" .... .-1 tall raw• u4 ... ....-t..a u • Un4e .. 
UotrilN\1•) 1/ 

u • • • l'-"1 - litO 

.,_."' all 1M- 41.V1'batl4 

D>•- taa 

aaoooo protl.to tall 

IT,Itt IT,Itt 

103 

n,na 

(IaW-4 ..,1tat •thoci) 
11z141otriblltl4 protl.tl tall (IOlC} __ ......:·~--=---_::.,_ __ ..:.. 

Total 

u•aaill& 41Tidoll4 41otr1l>..t1 .. 
... u iiiO 

DIO- taa 

Bxoooo protito tax 
(lllwoto4 oapltal •thoci} 

Un41otr1b..W4 prot1t1 tax (~) 

Total 

lxoooo protitl taa 
(IaWoto4 oapltal •tho4) 

Va41otrtlnaw4 protlta tall (IOlC} 

Total 

IT, Itt IT, Ut n ,111 

. .,.... "·"' rr,tu 

-
at, ltt u,&u 8,961 

IT,Itt K,5te Tl,tTI K,IK 

IT,Itt IT,Jtt .a,,,, rr,tl& 

-
lt,ltt tt, ltt tt,ltt 

IT,Itt K,IN 

Bate ~ ot tall a Lw .,_t ot tall 

Y Taa OOIIplltatiou aro 'baNd. ca uta tr• publio'bod. tl.-1&1 roporto aDil aro 
aooor41D&l7 oll'bjlot to oubotalltial error•• bMII prot1t1 taa o........-4 at 
tbo raw ot 60 por .. llt• at i:DO- tor lMO -to<l-. tl56,NO,OOO oa4 
41'1'14~~>4 ct11tr1wu .. -ct to tsO,oaa,ooo. 

-~{·" ___._.... __ ___,-~~-
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1.0<1 
~hoe or (a ) ,... ... ~ i.Jlo- u4 .,... •• profl~• ta.• ... 
~ J'OP"•4 lllo- u4 11114lnrl'but.e4 protiu ta.o (-r 

....,.lo .. ..,,..1 tu ratu u4 &0""'9U .. u to 4lrt.a.JOt 
U.Vl'batloe) }/ 

BI.Ako _,..tvlac Co, - 1HO 

(Moaat• lll <Iollar • ) 

I 
I PN .... , I I I 
I lD 10-~ ··~tax ~·-~ 

....... ~a, .. u t.DAal 4lov1-4 

Illo- tu a&,ne u ,nt "·r" TI,Tto 

Jnou protlto tu u,eu 
(Izneoto4 oapl~ •thod.) 

Ulldlotrl'buu4 protito ~ (liOlQ 

!nal ll,M1 li,Ut .. ,2'74 TI,Tto 

.u .. •ID& 4ln.a.Jl4 4lovl'batlou 
- aoiKCS 

lAo- tu U,4lt a&,4lt tt,2T4 TI,Tto 

lxoou profit• ~ lti,t22 -
(IA• .. w4 oapltal -~bod) 

Uodhtrlb\IWcl protito tu (60%) 20.828 18. $118 11MO 

Tnal n.an 88,245 80, 812 n,.ao 

.Uo••'n& ·~• ill -· ot ~ 
&hoot Oiily:rt&tDd 4iov1'but1ou 

Illoo• tu a&,nt a&,nt "·2" n,Tto 

lxoou prot1to tu u,tu -
(lllwoto4 oapl~ -~o4) 

Ull41ttr1buu4 protito ~ax (liOlQ u ... , n 1eeli u 1ee& 

To~l 61,141 48,284 IT,llt 88,86& 

IICOIII !AX .U VAIUOUS ll.UII 

Y '"' 0011putatl..,. are 'ba•4 oe 4o~ troa pulll1w4 t1-1al roport• ... are 
•.•••r4l.Jicl7 nbj .. ~ to -.W...Ual error•• •t lllo- tar 1t40 .....W4 to 
lU,MO &ll4 4lrt4""4 41.Vibat101l0 --4 to tTO,&lO. 
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~ito" o! (a ) preaeat a - u4 -•..,.-ot1h '-• u4 
(\) propo .. d 111- u4 u41nr1..,.M4 pro!Ut -· (-z 
ftl'101lt .,...-1 '-'< rataa aa4 u...-pUou u \ o 41'f16.,.4 

41atr1llloUoa) !J 
DaxMI' OMr'll' - l')leo 
(~t• 1a 6ollal'a ) 

.1.1-1!« &ll 1no- 41atrlbi1M4 

lncoM ~ 

I Jln .. at 
I law 

lsotU-pl'0!1 h '-'< 611! 
(1a~t\e4 a.pi\&1 .. tho4) 

u..uau1bi1M4 prof1h '-'< (~) 

ID.co• tu zo,861 

1ltou..-prot1 h '-'< 6111 
(111~tttd oapi\al Mtho4) 

Und1ttr1buto4 p r oti h tu ( 5~) 

Total 21.'1112 

Inco• ~ zo,86a 

lxote.-protih tu 6111 
(1amoe\o4 cep1\al .nod.) 

U..Uetr1blltod pr otih tu (5~ 

!ot&l 21,'1112 

zo,861 

zo,861 

},oll2 

2}.')10 

2(),1168 

2.m 
2J,6oJ 

BOCICI !AX Af T.llll008 tiDI 

26,085 

1133 

26,511 

26.015 

2.m 
2!1,120 

105 

11},1176 

21 
IIJ,II16 

IIJ,ll76 

2,IJ~ 

116,211 

Aao'IIDt ot '-'< lata 
.......,, of tu 

Rate 

~ 20,861 115~ ~9·1211 
30 26.015 50 J,ll76 

JO,IIJJ ~ 
117.~ 
52,171 ~ }11.7110 

l tax ...-putaUoaa are ba•4 oa 4&\a tnra plll1oM4 fi.Uilcial report• aa4 .... 
o.cco:r41aclT INI>J•ot to • b nuUal errore. lot a- tor 1')110 •"""''' to 
$86,951 ud 41rt4.,.4 41au1bollU•• _.._, to $6(),000. 

~ 'lb total of propo .... taco• tax u4 acWal 41't'16t.a4.t pa14 iJO l')llo es.coo4a 

_ DO\ 1A..- for l')llo • 

• • • 
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CaiiP*"looa of (a ) praaoa\ la- aD4 .... aa-protl\1 U:Da a4 
('b) propooo4 la- aa4 ...Uo\r1W.w4 pr otlh l&lllo (...-.. 
..-lao• aoru.l us raho aD4 ao.-pU•• aa \o 4h1a.ll4 

41a\r1W.Uoa)!/ 

a. .. rel Allar• - 1911o 
(.Yo=~• 1a 4ollara) 

I PrOIIll\ I i'i'opMi 
I ~ ta- I 3Wta- : I lw 
I oo• \as 1- \as I 

1.06 

5~ 1 .... --"''""'!!& all 1no- 41ovlnta4 

Ioc- \aS 16,037 16 ,o:n ao.oll6 33,1111 

&xooo .. pr ofUo t ax 1,11711 
(arouce .......,.,. •U.o4) 

Ul141otr1'b1l\o4 protlh \as (~ 

total 17.511 16 ,037 ao,oll6 33,1111 

"''""'!!II 41rl&olld 41o\r1'bolUou 
- •• 19110 

tnco• to.x 16,037 16,0}7 ao,oll6 JJ , ltll 

l xooo .. profito t ax l,lt7lt 
( anre&• ,....,u..g. utho4) 

Uo41otrl'buw4 protlh ~ax (5~) ~,l92 !:ltl SS 16.:m!j 

total 1];511 ltl.li29 l13,l13ll 5(),116 

.UtuD.!!I; cb•as• • in &llO\Ult• ot \u. 
o.l'flct ·~ 41rla.•d 41otr1nUou 

l 

IAco:oa \aS 16,037 16,037 ao,oll6 JJ, llll 

lxooo.-protlh \ax 1, 11711 
( &'fOra&' ....... lllce • tho4) 

Uodhtrl'butl4 protl\o ~o.x (5~) 211,~ 211,6!22 2lt,~ 

total 17.511 llo, 692 lllt, 701 5S·o66 

IIIOCJII 'UX A'l TWOOS IWSI 

Lw :bOUt of \ax Lw .bowl\ of -

~ 16.gu 115~ 30,o69 

30 ao. 50 J},llll 

2}.3S7 i6 ~·152 .093 ~ 26.721 
fax COIIp'l\aU ou ara 'baoa4 oa aata tr• pQ) hlwd tlaallolal raporh aD4 ara 
aeoord1J>cl.7 .U,jeo\ to nllo-Ual error e . Ia\ la- for 19110 U 0ll11W4 \o 
$66,&21. !bolro vera .., 41rta.a4 41a\r1'bolUou . 

;~ . ., 
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( 

o-parltOA Of (a ) priMil\ ill- u4 lliAIIN-protUI -· u4 
(11) propoM4 a- aa4 'Udio\:ri'llll\14 prot1h -· ( ...a.r 
ftl'i""" aor.el - n\lo u4 ...,..u .... to t1"ria.a4 

41o\rlbd1oa 'i!/ 
Ia41a.e 1\111 Produ\1 - 1~ 

("-h 1a 4111laro) 

I beMa\ 
I t.r 

ll""'l!!li all ill- 411\:rillll\14 

I•- t u 
26,57) 26,57) 

J>Deoo-prof1\o \ez •• 761 
( l.nu\e4 a-pi\11 •\Aof.) 

Oll4io\rllol\14 protih kz (~) 

total 35o3Y. 26.513 

.U.-1!!1 4l d~a4 41o\:r1lo&Uo• 
..... 19110 

Ia-\u 26.513 26.513 

l:louo-protih \u •• 761 
(la?totod capital •tho4) 

Un4lotr1bllhd p rofih \u (~) l2,161 

total 35·33- 51.7111 

A.INtly cbiDl!e in •oaa'• of \&E 
otfoo\ oaJ,l 4lT1~a4 411\:rillllUOU 

ID- \ez 26.513 26.513 

lxou"1>rof1h \u •• 761 
( illftohd 011pl\el •tho4) 

Ua41 o\rilol\14 pr otih \ez (~) u.z• 
to\ al 35·33 .. 511.361 

UOCIII !AX A! TW<m I.U!II 

J:h217 

33.217 

33·217 

2flaSII6 

62,o6J 

J3,2l7 

2lalll 

61,005 

1.07 

55oJ61 

55·361 

55·361 

1ItZ1-

1J,l35 

55oJ61 

2lai• 

IJ,l~ 

.... .AacraA\ ot \u 1&\1 _, ot\u 

~ e6.m ~- 119.125 
30 J:J,217 50 55·361 

~ ~·m ~ 
iio,l97 

.219 
66,1133 

g !u oo.pll\aUou - 'baM4 ..,. 41\1 t,_ paillolll4 ti....,o\11 repono u4 .,.. 
aooor4l"Cl1 nl>,.o\ to nllo\la\\11 erroro. .., ill- tor 19110 -\•4 to 
$110,722 aad 41"r1Ma4 41et.r1lod1_. -\14 to $1g,AJ. 

( 
" .. , ¥, 
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I tal.bd with a-tor Oearp, ...,o 1&14 be w'll4 
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2001 19th Street, ! , V, 
Yaehington, D. C, 

!he Honorable Henry Xor~nthau, Jr." 
Secreta r y of t he Treaeury 
Vaah1ngton, D. c. 

lfy dear Mr. Secretary: 

Ma,y 6, 19~1 

11.7 

Generalieeimo Chiang lal-ehek hae telegraphed 
Ambassador Bu Shih and myeelt requesting ue to convey to you 
personally h1s deep appreciation tor the oonoluslon ot the 
currency stablli~at1on loan agreement Which, he atates, con­
stitut es not only an important taotor 1~ etabllistng tba 
relationship between the currencies oonoe~ed bot il turther 
oonorete evidence or t he friendship and support vblch the 
United States Government hal given China in her struggle 
tor national eurvt val , 

Dr. Hu hal had occaeion to convey to you 
verbally t his message !rom the Generaliesimo, and I wish 
t o take this opportunity to express once again my personal 
gratitude tor yourcontinued assietanoe in support or our 
currency, Without Which I doubt it would have been poeeible 
tor ue to oarry on the war tor so many yeare, 

Yith hi gbeet reepeote, 

Youre !a1thtully, 

{eigned) T. V, Soong 

Original 1n ramoue Signature ! older. 
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II' .,ou\ .. at l rMolw4 Ill' • .Upii.U, rt ... olal Cnaoo1or of lM fn.O ..... 

, 1 ' •50 Uh .,.,....... .. hU • lloat lot ~ -UOM« lo Ill'. P~1 llott loll 

.t.a~ao..Ur M' 4h ... oe4 wUil Va4or hol'llU7 et llalo Wolloo lllo cu•u .. of (lepeo­

IOC o1 cortaia -•l• of celt f,_ till ~ ••- al llarUalqW fer tM ,..rpo01 

at oiWthC tu41 \o ,_, fll' &"41 la M UlppiC t'lw llllo Mll11pMn to llrtMrs 

.1/ri... hbl o lla4 lol lola liM•, la tva, \lot\ liar AtMnn II-' \olepM- ,.,_ \M 

11, 1, ~-' _,,.. • le4loalln u \o lM ,.......,.,, peoUloa .. llle o•\J .... 

1.1,-... 11M •- \o M olall lle feU \loU lllero .... a celt q1LitUoa lfteh'04, u wU 

11 • Ct1lrtl qvol,oa. 

.llpUM n plll- lllo l41u la 01• Co\1111, .. llope4 U ...-14 M peoolllll \e 

~~, , ,., tba llarllalq1LI ceu ••- ell'lala -u -'"· ,.,. flnt .,._,u, '" .,. 
110,000,000, to 10M pen la tile hl\M .. aloe, or pnfol'a\11 M PurM ll•• .t.calaol 

1Uo ,.1, ba MpH \llel till Y........, ~4 aoa aftlll\1o \1 \M P,...ell ..... ._.. 

l rtt 4ollan vb.lob ooal4 n uo4 to fla&all ozpeno ll llaftlalqW or na IIU"Ual ... 

Jol1llon Atrtoa. l h14 .Uplloa4 lllal llle YriUV1 ...-14 Ml &GOepl celt for ear­

MJt or tor pvoba11 t olt'fln4 ta ,..., .. ll• or la 1a1 ..,..rt ... pen o\Mr lila 

••• Tol't or lao J'raaotooo. II arpo4 lllel U ellnl4 lie po11t\le fer u \o lol \M 

p ll 'N U,oolle4 la hone lloe, lion oaa4 •-•ao lMn lo YOI'ltr lllo quaUl,, 

aM ortow a ore4U lo J'- aplaol We celt. l loU lola 4eflalhl1 \llal w ~ 

.. lulllllu ta P1Lor\o lloo for aoaartiiC aa4 hkliiC oan of lUll ,.u oa4 ~• U 

wot.l4 h ...... .,, ta ~a~ ot--•• h lt.aft lUll ,.14 a.u ... re4 to ov ,,,., Offloo 

Ia '"' fort btforo U onl4 oUilor lie 0114 '" till tnaovr or ..Uo4 h tM .......n4 

pU ... , ,.., ot \be J'roull tne..-al or luk ot J'nuo wl\11 lllo J'e4oral looorw hi* 

ot low Torlt, .Upllaa4 lMlea\14 ao profo ...... at \1 oollliiC \Ill pU u4 lion lla.SIIC 

\llo P'"M4• plaoo4 la a fno ....... l , or la a44l11C tile ,.u \o llao ......,.., ''"* 
ot lbo Jut of J'rauo ta low fork u4 o\lalaliiC f,_ u a ll\oraUu of a oorn.,..._. 

'" ..., .. , of h \ llro tne till lllooi<M aoo"""' at J'raa•• 

llplo&o4 ,,,., .. lllo -• tor J>lh•1- pntuh ta lonlaon Atl'loa. lo ..U 

II wu parllcalar17 liiPII'l•l llaal lllooo \o aftlla\lo for \M llarftoUIIC aa4 \Jon~ 

~-'{of tllo crat• enpo or ~• .,..., o1- Ill ••14 '"" ,... all • - -llaaloallr 

""' I'Ml h laolttoc. s., plol1ll'l4 tllo ''"'""' aa4 ,,....,..u .. tMl 111.-l ronll ,.,_ 

haUUt7 to barnot llao nlallr l10p0rtaal oonal nope of fnaA lorllaon Atl'loa. 

Ia ..., conoroaUea Al plloa4 roUoralM lola 4ooln tlaol .,. ......... lllo lio-llor 

•lltt•at tf tuea for fnaO Wool lMloo, U kliiC ,.,.., l10p0rl•l llaal l"• Nl 

•lltt-t "' ct- 4vs,.. '"" -., .....,. -•· .. ncnUI4 ue '""'• •tell 

lao 1014 J'orotp hate Coaln1 lla4 \okn ..t\ll nepoo\ lo aa applloaUoa for \lao l,.._ 

tor ot tortah prlftlo fnaQ \loolto4 Collar aoonalo •• nto aaftlol le llao re4oral 

It,.,.. l.u acataol 'Ill ,.,_., of f,...o •• \lao ,.,. .. eoaooru tanl-. 
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DA!ID: 

50. : 

r~ or n1mpav IIICltinD 

.tJ(EI(IlJ..SST, 1110 Dl JJ.DI!!O 

8ocrotar.r o! 8\a\o, Wa&h!.nctoa. 

llq 12, 19111 - 31115 P••· 

45'1 

S!RIC! LY OONJ'llllll'l'UL 

'ftlo BaDk ot :Brasil t.bio .omlllc ba4 a bouct>t, i .e., a 

loa& podUoA iA clo.o.rinc o.ccou\ owrlinc o! 3,6o6,69S so....to, 

a f1t;W"o Which !.Acl1>4oo, hownu, hea't')' holclinco ot tllturo 

oterlinc ozchallp, with t.bo roro.lt t.bo.t t.bo Loa.doa 'baDklro ..,. 

oro oorrlll& ao fiocal apa \o f or llraoiliaD bo1>4 iol'lllo coati=-

tc lla•o 41!!1cult)' iA o'bta!.A1nc for do'bt oorrtco opot ttorliJI& 

!ro111 tho BIUII< of J1Dclo.A4. 

'ftle GonrAOr o! tho li&Dk of OIID&Aa ho.o !lOt 71t approached 

tho Director or l;:cbenp o! t.bo li&Dk o! llraoU iA tho ouoo 

of tho DopartMnt' o \oloCJ'Ul DO• 2!6 o! llq 9· .Altho"Ch tho 

Dlroctor would vioh to holp tho Brit!.oh, othervioo ho would 

not ....,t to accep t aroo. otorlill& for llradllac o:q>or\o to 

C&DOda (at tho !.Aolot&Dco of tho llr 1Uoh theaool•oo, Cau4a 

vao opoc!.!icell7 oxc11>4o4 fro• \he area oo•oro4 'b7 t.bo clearinc 

ocreeooiDt). !rho queotioa, for o:IU!Pl•• VOI>l4 'bo ra1oo4 ..tlothor 

PllftDto co'llld be •• t.brcmch tho cloar1a& accoaato n'bjoct to 

tboir l1a1tat1oDO to CODIAa; DOY 'bo~•• Caao4& 1o aot coToro4 

by the oloo.riDg ..,., .. 0nt, 4!.rl40D4o of t ho larp llcM Md powr 

COIIJ>IIA7 aro 'boinc troel7 t r&Doforrod lD dollar•· 

~ 
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VJo, Coe gave the Secretarr a memo on 
this at the 9:90 meeting on llay 14th. 

' 
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., 12, 1~1 

~J!AI'fi)Ull !'01 Jll. COl 

rROII1 TRI SICRI'fAIT 

Slaoo tho tlrot ot Aprll, ban " ozportea ..., 

oopptr to UJ other oo•trl .. boola .. Qalu ... the 

0Dlto4 Il.P•' 
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Mq 12, 1941 

!he Secretaey or Stat e preunto hio COJIIP11lDento to the 

BoMrable the Secreiar7 of the 'rreatnll'7 aD4 enc1oooo a coP7 

ot a paraphraoe of te1og:raa no. 416 ute4 llq 6, 19111 fro• 

tbo Aurican llobaoo:r at Rio cle Janeiro, ropr4ill& T'II,IOolaY 

t\U>4o ><hich are on deposit in tho Bal>lt of BruU. 

i oolooure: 

l!o . 416, ~ 6, 
from Rio de Janeiro. 
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p.l]LU'!!R.t.SJ or m.mR.U! RllCEI'f!D 

7!0111 Amtric"" •bauy, Rio de J""tiro. 

DJ.T!I Kay 6, 1941, 11 "·•· 

110. I 416 

Tb1• te1osrao ia confidential tor tho Under Secretary. 

Rotorenco io medo to tho Embaaoy1 o 37} of J.~r11 29, 2 P••· 

Reply lu!.o boon medo to tho• BN>k of Brazil by tho Jo4ore1 

Ruor .. Bl\llk of Jrov York to tho effect that tho Jo4eral llaoarn 

Bank of llov York doea not pooaooa tho technical autbnri ty to 

o<:capt tho t'wl4a of YQ&O&laTi& under the eond1 tiona '11111ch were 

outl inad. 

It vaa added by the Federal Reaer,.. ! ani< of llov Yor k thet 

it, aa vell ao the Bllllk of Brazil, io nov unAble to contact tho 

N&tlonal !ank of Yugoele.Tia which made t ho depooit (&a va• re­

ported by thh •baooy in ito no. 174 of March 15, noon) • 

la.: liSO 

CoPJibJ:5-l}-4l 

1.29 
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Da\414 Mq 12, 191Jl 

lto'4 9•23 •·•· 

Seoro tal')' of Sta \41 

100, -lt\11. 

!be CeuAlaa Go,..~, baa ~ He 4oeldoa 

o! Can&Alan bolide held b;r DODreoUo11t: wbononr uDder \lie 

• 

to .. o of lo~o the lntereot lo pa;rablo ln a ! orelcn ourl'ODCJ. 

Cop;rtbJ ·~111-41 
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Treaoury Depar t ment 

Diviaion of llonetary Ruoarch 

To: Secre~ary Uorgenthau 

From: V. F. Coe ~c.-

SubJect: State Wants Uextcan D1acuae 1ona to 
Begin 

-v 

State called t o say that they ex~ected 
n r ormal letter t o go 1n t he next tew days 
t o the Secretary or the Treasury ask i ng t he 
Trea~ury t o begln !1nanc1at dl scuaalone wlth 
~exlco . St ate is a sking Mexico t o send a 
man up here . 

The oll negotla tlons , we unders tand , are 
not going well and t he negotiAtions abou t 
water are also not go i ng well . It lS St ote ' a 
idea t hA t the t lm~ has comA t o dlaouss 
with Mexlco what we m~y give t o her eo 
t~at t he dl acusalons concerning whn t ~e 
want from Mexico ca n be ex edited . 

--
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Stcrcto.ry of StatE 

•.;t\shing ton 
I 

1878, twtlftb. 

FOR TRE .. SURY, 

PL\IN 

LONDON 

Dt\ tEd Mt\y 1?., 1941 

Rtc ' d ll o. , m. 

~ Trtnsury or der h o.s bttn iasutd excluding Irnq 

f r om thE sterling c.rE:> e.s from !1ay 6, ThE B:ml< of 

Engl~nd notifiEd b:1nks tha t thE procrtds of chrcks , rt 

ottcro , dr ·~vm prior to th:> t dc. t£ in f~vor of rEsidents 

or .lro.q II'.:>Y bt c r EditEd to thEir nccount without formality . 

Until further notice all nppl1eo.t1ona for nno.ncial 

tro.n sactions with Iro.q must bE rtftrrtd to tht Bcnk of 

Enl!lt\nd, 
I'IIN,.IlT 

NPL 

Regraded Uclassified
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111 SIIIATI ....... 18 lift P 111 ... , A UMUTI• ftiCII . .._. 

CIAif m IIPW&IC tr ra-... ,_ ..... fi PWfNII NfMDII • ITS 

,..,. .. um ,. 111 •1m nua. 

111 IIIASftl1 PMID WJTIMY ti.IICTI •• HIATI1 WAI liiiiUC:D Wf 

IIIIAtel 'AIIIDIIUo IT ...... Anw.JZI riii.MI ft NY ITS IIJT II .e 

IIIIIA_,.L r•T.u.a~~TS •1•1• .IMI. &1 ,,_,. 

, .. IIIIDC TtU Till IIIMTI 111AT 111 Uiii ... Til • liALirJD 

( UPPOit- ttr SICIITUY tr ITATI ~ILl. 111\J. - IICIITUY tr TIUiaf 

UlaY IIOICIII1blf- ftAT TIIIIMTI riiMIICI ~lfTIS Ul APPIOfll IT 

IMIIIIIOUSLT0 

AI IIITALUIDIT • Til rJ.III IUT WILL • HI ,._ " 11 Til 

L.ICUUTiotl lOa .T IICIIfl riiAL APNtfALo 
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TREASURY DEPARTM ENT 

I NTER OFFIC E COMMUNICATION 

O AT& l(a,y 12, 1941 

SocretAI')' l'.orgonthtul 

Mr • .IIley . 

Mr. ~~• ton told me of your intereet in the appointment ot General 
:or., r. C' Jiron to tbe !"'•t of Director of Civil ~fonoe act1v1Uea for 
:r.e S!~te of Ntv York. in anticipation ot • FederAl hol'le def enee pr?grAI:I . 

I auor!od St&nley Hornbook on tho oubjoct of t ho General ' • Junket 
~, :b Or! t 1'1.t l nat year.. Hornbeek told 11e t hat the General r ecei•ed a 
:Hz.. - ft~ n..nd ex,enaea fro~:~ the Japaneae. He wat accoopui ed 'by t vo 
.. ,...c t:on,'21ttl ~d. •ade • o• S?rt of en ec?noaic and !1nanc1ol w..rvey 
i: !~<:Jrla, ~orth China, Shanghai and Japan oc behal f of bio e~loyera . 
-:e o:-t t"'b&r ~ift( on thi & •o::r~e. Genor&l 0 1 R)'an cleered the aatt.er vitb 
t~.e P:ruUt nt vno c!id oot. dlscour~~~ hie troz aa~1ag the trtp. He &leo 
t~•ittd the State Departoent vhere he intoNed Kr . Huilton , C=Uef of the 

r :.~•ttr~ D1v111on, thet he eoald and ehoo1ld M•• c.r ked S50 ,()t)Q of the 
J•;u.eu. b't~ that he did not wish anyone to be ln a pot1t1on to say that 
"•t \ad btf"n tr'l~luenced. by me rcenary motivee. The $15 , 000 , he tnttme t.ed , 
vu ()r nto ?nly a bp. ... atetl e . On his return from the Far Eo.et , he re­
~"rtt~ '" r.he Secr e t.ar y of Stnte. So f r..r r.a it known hie trip was le.r~ly 
t:ol\f)i!UI)tJ., , Kornbeck added th.e..t th e- propriet)' and trnod t aste of h\s iuw!.ng 
1n 4trt~"~ken the voya,"'e on behalf of the Japanese Govern1nent we.a an ent \. r e l )' 
~H eret1t cuertt :n\ . 

P~r~ro the General left, he r egistered ht=eelt ce having a roret~ 
·>nr~ ... ,.~t "' hl a pr incipal , and sl.lbtecp ent to hl1 return he ._u.nregitt~red• 
'-u!!'. 

'!''"'D!'",.c: t t dd. that !~r . erle knev a sood deAl nbout hi~ n.ntecedenta 
•::; Itw y,r< St~te. I ,.,Rised th.i s on to :Jr. G~tton vho taid be ltou.ld. a;e t 
•:. tl~ch "'hh. Hr. 'qerl8. 

f.P! h#t very li ttl e on the General excert n~tpoper c~ttln&a on the 
•.:'e~e.:t of hl l nr Eat~ tern junk:et; 11kew1ae OUL F.BI, however. did have 
t,~ !"'::.r.tlon to the e'"fec t that o:te t.(ra . flanna ~rt Syro-Boter s:cy vent 
vt th tne e~.-r&l on the trip a..s hi 1 secretar y, She 11 8pparently an -~"!leri­
.: ...... cttlun of •ermM- Ja:pe.neae ciesefJnt a.nd Dl M fi a detai l ed report on her 
t.l!~htt•u and 1ft attll tnveat i bat1ng her . She ft.!)J'&rently haa wor:<ed ex­
·enshel~· for the J&:onnoee Intel lli ence Servic e in Chinn.. She once spent 
t.b"~Jt " ;rl'lar i n. ','{ashinKtOn . 

:'al ndttd thnt G-2 baa many r eference• to th f" ·;enernl And tMt they 

Y Jlt ,(0 l'tYftr -.. lote t \ t et !<onda,7. 
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TREASURY. DEPARTMENT 
135 

INTIER OFFICE COM ... UNICATION 

D ATil lliQ' 12, 1941 

!0 
veoretort Uorgentbau 

, ... 
;;t repOrt •: 

w.,. ? . Aa ot April 25 , 1941 , Soviet balances at the Chooa in Now York 
,eN (27 , 24:2, 92.2 .18 . 

Ropons han boon cOIIing 1n ollowtng that the"" aro J.arse-ocale eN'orta 
011 

\l:l,e water f'I'Ont 1n the interests of the Na.sia e.Dd \he ea-an'st• to pre­
""' atl ldodt ot ~andlnartan, JJutch, Chloeae, otc. •-o ah1pp1og to 
31'1 .. 11.1 ~r\1. 
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JIEI(}R.AMDIJY FOR l!R. SULLIV.l11. 

FROM THE SECRETARY· 

lllay 12. 1941 

What Is the answer to thie: that there are 87,000,000 

people on the payrolls of the country today and, I beline, 

leu than 5,000,000 tupayera. ( )f;y figure of 5,000,000 •1 

not be right.) How aoes one answer that criticisa? 

I would like the answer tonight. 

/ 
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~ . . 
Kay 14, 1941 137 

Kr. Bell reported at 9:30 meeting this 
morning that it was impossible for him 
to get t his information for the Secre­
t ary until Friday. 

'l'hla pl an waa au*i tted to the Secr eta17 
at hia financing meeting on ~ 20th. 

Regraded Uclassified



., 12, 1~1 

ro, 1111. BIU. 

FROih Till SICR!TARY 

I would like a report to.rrow 011 laM llicl 

ot I Otrtltloat. t or pre•,.,..llt Of tu11 falli.Jtc a .. 
oa qarter}J tu: clat.l. 
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Ia ,.... .. " '•a • Ja s.ntu I ~ 
.. ~..._. s!f' 1 • tlll,. ... d~UJI•s•r 

.t• ... ' a tauUu ft PI C.,. 

.. u._....._. , .. u-• tl 
"' u. •• .. -..u. n aa c.,.,.u. 
t.. •• -. llllel ... - 'e If a 

If,_ 4J'IIa 11Sla ,_ ..U 

,.. •• u. ta .... r.1rt•• .s.. • • 

S l 1 71 7w 

(61pd) Henry 

139 

P.S. I aa wo 
enolo•iDc a ooP7 of 
Tllf lettu to Senator 
W&gD.tl' • 

.. , 0 

Oopr to Mr. !hompson 

(Sent bJ hsnd trom Mr. Foler'• off1oe ) 
1,~ - ~;.~ 
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J.lq 12, 1941 

~-·~_0_._,._,_._,~-

a.a.atec-&\tee•' H., ... c ........ 

,.....w _.. .,sal• et • 11fl,.•a47J 1 a 1 e ·-a. Ull, a \111 "'I uta' U. .,._,1 .. •t • ....._ 

Ltla c.,...u. ul tM a..bSe ... ..& full Adlleritlre 

• ,...,u. ,_'"I tt'••. 1•"• an,., • .,, • 
....... u. n 11 Gss:uau-. -'. t• .._ ;a; sen.• 

... uaa I et U.. \lll a "• --. .._ ••·•• 

w.t• " nttl .. trl~ tM lundanu. n u 

c.p.au-. u.. w ... nat c., ... u-. • w­
IIJplln Cer;aaUaa, ~ .._ •• ,...u .... w • 

sa1n ._ ..& .. '*-• • J=s • 1a .... u. 1a 

tM ,....tMU-.1 e'MIII 

;!1!* t't!lt.!r ~:'!J:•:•r ....... .,.--
'- ...... , ., e.u ,.nella ...... .u­

,_ r11a.1 h·u-. us. ,,. •• .,. ca '* urlle 

lM1. tM c 'Min• et Jatnd 161 1 let r' a N1bc 

" • latiUI Plat au: s aU• \Mt .U.. et ut 'ai\At 

'"*' ... .....u ........ " .......... ... 
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• " 'p ...... ., .. .... ••• 0 , t .... 

Jll''= .._ r a 0 t M1 \ea&u..,tr' ,_--

'r • .....,... et fiE !, ..... _. 'elpl t. ua 

.. ., .. , a,.._, ...... ,. .. ......_., 

........... h .. ' 

. Ia .. Ill ' ,Sbl .. U ....... I N - W 

II r trl llle - lt u U J1111t .. a I Ia .. 

0 t't ...... ., ...... p'l ....... .u. ...... 

1M le-Ultll..,_wl,_a ..... • 'efp' 

11 '• gn. at • - ttrrl pu: "• • Jttltl 

... trt. .. • M s' 0 • I .. D II ... 

'r •:• "IMII 8 ,...._ ., .. r I allll 
0 
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142 

.. Ill .... A 'f al8e jGCO t ... ...... .. lelpUU. 
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lltl1lU. te J?r ,. £ IS Ill--

..... thl .... 

a 11 a s>l71, tt ,.,. .. tMt .... * '•a P 

llltllll :· • ..... ~~ est•., ,.1 a1 e.·••• 
... ..., " a ..- tu JA''tr .._ • Yl said·"' 

.......... " .. .,. '- ., ...... ,_ .. \U1e 

Regraded Uclassified



., ..... 
I • rsl"'ac a •••• 

~ ................ ~'.!,,. .... .... 
Ia rspr' .. 1•& • Ia IIIU• I e1 

s. ~ tUIIl a 1' IS••'~•• tl•••rtt;l&t~r•r 

•• u. as .. ..e:ta .. urdUIAI•• Jlfta.-a c.rr 
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,_ etata -- 1M - " I 
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... , 0 

P.S. I am also 
enclosing a copr of 
~ letter to Senator 
Wagner • 

Cony to Mr. Thompson 

143 

(Bent by hsnd !roo Mr. Foley ' s offloe) 
, ,_. -~/t l. 
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liar 12, 1941 

_._._._o_._._._,_,~-

a.a.atec..ltteeat "•Mitue .... 

,....et.a tM ~t'•'• et tM II s q 1112 t e • 
•· wa, • \ll1 ~ .nv• • .,..,~., et ..... .-. 
1.- o.,..u .... ,. a..wt.e ............. .. , •• 

",...U. ,_ ' ll?t1•1 tM '•"• t tllrttr el ,., 
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........ u. n•-· •. j? all-. .. ,. ............ . 

... UV I ef \M \ll1 IS "• .............. , 

~-" svdl.,wl~ tMiun•tr•U• nsssu 

c.r,.rau-. u. ..,..,. Plat c.., ... u-. • w­
lltJU• o..,.au-. .a .-.. •• ,..u ......... 
WJ e'nl 'r Ult letme .... Ua fhnu Cw;eraU-. bta 

1&1.- ... - .. •••• • '•• • la ... u. le 

• ,....u..l eJ •••• 

·c.· .. ~-~-e::»····· ...... ·--­........ 
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no orli W l wu wen to ~» 

So<nl4r1 on !lay JJ, 1941. 

Ill. JOLU 
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lAY 12 19tt 

(lalUAW) a. .. o. 
(leltlaled) z. B. r •• Jr. 

-
'• . 

Regraded Uclassified



c 
0 
p 
1 

u-. IJ. ltorla Cochran 
TtchDical ! ealatant to 
!he Seerot&r)' of ~ Treu ur7 
w hlJaaton, D. C. 

DMr )It. Coebnlu 

.... 

150 

u., 9, lMJ. 

I u 41g .. t1Dc Mrt t~ plu that I ha'ft 1Ja 1I1Jii 
lhlch 11111 enable u.s b reuue eerta!Jl •liar•• e! mcrloaa 
CCIIPW el 1a n ll ...a b7 anbtr• ot Uio D&dll Tall..)' 
1114 their t.uocb.tu 1.n J:Delt.nd tro:a control o.r the 1!1-ltlah 
Tl' ... W7. 

I 11et hare what I bell••• to be t he 1ht.Pt1 1nYo1TI4 
but there f11i1 be a tn len 1Jl eaob ou11 

7heo. n. ll-.vle• b Co., Ltd. 

l!allolulu Irn \'or ka co. 
•l•kta illll Co. 
1Rp~betboe S11gar eo. 
Rerlme Mill eo. · 
lllka1111 !W2o!le ee. 

1a,ooo Shari• c.-
'338 • 
9: 864 • 
4, 068 • 
; ,aoo • 
6, 431 • 

ISO 

1 brle! 4eacrl ptloc o! oacb co~aDf !ollowas 

am•t•at.. a •nban4111 llul· 
IIIII lD ini~~~=-~;; S'llgal' Plllltatlcru a4 
R&acbt~ both pluea. It alao ac: u fhcal ac•t of lloao1ulu 
IJoon Worka Co. 
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Roaolulu bon·~· operatu a large urthuldlM 

bual»U u itlOiei&Ier• wn .a pl \abl..-; '""t!J: 1a 

r.all aDd l n t ba ~~plM I1lu141, Shop• are •b t4 liJ 
)!DDOlub, Bllo, .a la. 'lU CollpQ7 allo enboll a ..U 

allOp 1n ~ Le Grade, CU.. 

1&11£ J.I1U C!l operate• a •ugar pluta\loa ID4 alU 

14jaelat to aiiie •1M4 of Blall, !!lelr " 1 '""' 

411ttl01l 11 .,roxlate!T 17,000 taa, 

Illli:alu ~beJi•• Tb11 11 a ...U lNt prot ltable 
rWih on thi l•lillol ~.u wl th a ber4 ot about 6,200 IINI 
of btet cattle, 

Thl taet that the pareat C_IJI.7, Tbeo, lilade• l Ct,, 
Ltd. tolltrol tiM " " £1M tat ot tbe 0 ther ~u.lll lilted 
H111ltl 1n a l.arp llll'llat ol •rebud1M, !Uvuce a 4 e­
a1n101l bulu11 to Dadu t. Co, The a11oe1& Uoa ot all the 

llllltl u at preaut 11 •tuaUT batt ltlal to all the eOIIilanlll 

bit 11 all••l• te!T t11ut1al t o the pro!ltahlt'9tratloa ot tbe 

punt o.paa,, 

It h rq pvpo11 to r eleue all tbe 1harea lbtt4 t• 
the largttt .,. I au arruc• to rat••• at t iM naut tht oat­
ala. !lgurt h two allllon dollar•• 

I propo.e to rat11 thb lll a etapU!~f a1 !tat ..._. 
tlUl po.ra ot attoru7, or u 'lrultee tor the Bllgllu 
IWeboldara ..... 1'11114- theJ ban l£r••4 to thll plaa, ua 
Slr E4..o. htnu b alii ,,....theUeallT uare ot 1 t. 

J.otuaUr, I propo.o to obtala tbe ..... , "'Jll~llle 

all tbt IMrll ... tleM4 Wgl_... with & --~· tbi 
l&Ua a a pPOJerU•• ot u.; LbpUothH s,... c.; Ia th1l 
-r 1t _,be p111l\le to ralll $11350,000 aa4 the other 
IOSO, OOO will \e fVIdabK bJ KTUMI f.roa 'f'blo, B. Dadtl 

• eo. 1114 the Boullll• boa w.u c.. 

Regraded Uclassified



152 

-.-

Copiedn·la - 5/14/41 

-
Regraded Uclassified



,lDV.AJU3 lm'ICI WIO l!?'P'Mf 

M011DAY, MAT 12 

f1aO: 12:00 - 12:1>5 P,M, 

Station: VJSY , lfashiD«ton, D. C., ud Col,.b1a 
Broadcaatl.nc S7stoa llotvorl<. 

Progroc: Proctor & c .,.'blo OolOJ)aDT "Lifo Ou Be 
Beautiful", 

tao: ?:00 - ?:30 P.M. 

Sti.Uon: liRC, Vaob1D«ton, D • .C. , ud Jat1onal 
BroAdc&ot1ng Cocpt.n7 Red Jetvork, 

ProgrM: 'folephono hour. 

T!U:SI IWliO PROG!W<S PROIIOTJI lliFilliSI BOIIDS AliD STAMPS 
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(J:a. ~u_~ ot Dol.l..ar • ) 

(:loeto4 on Tel.ec:ra;phlo a.pon. ) 'fOUL 
~ 

IIU 1 JII.T 2 JIU' III.T 5 ~ III.T 7 ~ III.T9 ~ ~ 

1'r .. OUI7 5S 27 36 31 30 65 16 39 }} 335 

Bot~D 23 177 37 Z,127 1o9!!9 238 1,367 2,246 369 8,~3 

•- Tort: 511 2,128 683 1,336 1,292 1,1112 1,6oll 2,6,- 1,203 13.233 

lllil.ulpllla 201 182 216 246 1,121 1,1116 IJJl 5Sl 1,000 5.~ 

01~ 955 246 9112 1,158 2.,1167 1.~ 823 1,01J ,,. ,,,. 
ti..-oll4 163 2)11 289 292 1,021 1,166 1123 115'!1 997 ,,ollll 

.t.\lu\a 121 305 17~ 1,Jl7 523 29' 291 570 3., ,,,.. 
Cb.1oeco ~ 6311 7llo 1, 2)3 ,., ,., l., zll6 2,1112 1,901 , ,')11 

8\, Lolli a 5311 Sl4 1,822 1,5J8 505 981 8311 1,0J1 761 8,817 

llb.Dee.pol1a 150 567 73 238 569 242 J19 57 J85 2,600 

la:Aaae 01v 695 176 3" S6J 827 ... , 619 575 1!08 ,.~ 

Do.llat 271 157 1129 271 8211 ,., JIIJ 696 7JO li,JO' 

.... ln.D01- ~ __lli 5Jll ~ 2!!9 ~ 761 682 , 5.~, -
!O!AL--- - 11, 1151 6,909 6,363 llo337 U ,!j82 11,166 9.517 12,725 9.1120 

o..1au ... tow 11,1151 ll, }6o 17.723 29oo6o 111,oll2 52.2111 61., 725 1'1._, 83.170 

Otnoe of \be u.Aer &eore\ai'T ... 
llo.7 12, 19111. (It 

- ~ 
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TREASURY DEPARTMENT 

INTift OFf"'CI[ COMMUNICATION 

DAft MAT 12, 1941 

Secretary Yorgenthau 

}lr. Kuhn 

I told you some time ago that Collier's lo!agazine 

and tho New York Times llagazine li'I.D.t to publish per­

sonality articles about you, and you said you were will-
Q...._.e.~~ 

iDg to help in each of those casoa. )lr, Elliott Bell::~ , :1 
has boon assigned to do tho job for tho l'Jow York Tilles Sf 1

' • 

Yagazine, and will be in Washington tomorrow (Tuesdaf) 

for this purpose. Could you arrange to see him for 

fifteen minutes tomorrow? If so, Chio Scbwarz and 

Herbert Gaston and I will do the rest, to aoo that he 

does a good job. 

It will, of course, be l.JIDonae~ helpful to 

the savings program if the magazines can begin pub­

lishing articles about you and your ideas. 
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TO 

-· Subject: 

TREASURY DEPARTMENT 

INTER..OFI'lCE COMMUNICATION 

Secretary nthau 

The ei. eas Bi tuat1on 
week ending Xa:r 10, 1941. 

S~y 
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OOHFlllEifTIAL 

DAft lla;f 12, 19~1 

(l) Bueineu aotirtt:r ie .oving higher u e teel opera­
nons, automobile production &Jid freight oarloadlnge recover 
from recent etr1kee in the coal and automobile induetr1... B7 
the week ended lla7 3 the Hew York Timee index of buUneee ao­
t1vlty had r ecovered all but a traction of ita April decline. 

(2) Commodity prioee oontlnue to riee under varioue in­
flationary influences. The neltl:y BL8 all- ooBnod1t:r index 
hu reaohed 83.2, ae oompaHd with a low of 76.9 lut .Wguet. 
The price index of 28 baeio coBnodi ties has rieen 35 percent 
llnee Auguet. 

( 3) Futuree prices of domestic agricultural product• 
surged upward last week under heavy epeculative bu:ying, with 
only a brief heat tat 1on after a warning from the Oommod1 t:r 
Exchange Adll1n1Btrat1on aga.inet speculative exoeu... The 
•olue or futures trading inoreaeed eharply to the h1gheet 
weekly to tal e1noe Kay l94o. Spet prioea of lard and cotton­
seed oil roee 10 percent in the week, With the proepect of an 
increase in crop loans to at least 75 percent of •parity• , the 
Commod1 ty Oredi t Corporation has requeeted an 1ncreaae or 
$1 b11Uon in borrowing power. 

(4) Inereaeed eoneu.er purohaeing, largel:r r .. ult1ng 
from the defense progru, 18 havlng a etrong i8paot on ealee 
of department etorea, automob1lee, household equip.ent, and 
residenti al building. The 1ncreaee in consumer purohae1ng 
power, which 1e mostly concentrated 1n tbe hande of factor)' 
workers, ottere a major threat to price etab1lit:y. 

(5) Steel operatione are recovering eomewb&t more r ap1dl7 
than expected from the etfecte of the recent coal etrllte. 
Rallroad equipment manufaoturere are reperted to be Wlable to 
obtain adequa t e euppliee or eteel for freight oar building, due 
to the heavy requirement• of plate• and ebapee for ebipbu1lding. 

- - - - -
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sua1neae aotivi t:r recovering troa etrike lo1181 

Bulineea aotirlt;r ie again IIOYing higher , ae in4uetr;r 
atr1Yte to a&ke up tor the grolllld lost during the recent 
etr1kae 1n the coal and automobile induatriea. Steel oper­
ation• hsYe been etepped up taatar than aoae obseryera bad 
expected, vh1la aut..obila production hae advanced to a 
neY high tor the :reer aa the l'ord Motor Ooapan;r again at­
tained voluae prod)IOtion. Freight oar loading• &leo have 
reaohed a neY high tor the Tear aa coal ebipasnte have begun 
~0 reoonr and iron ore hae moved in record v?lwu, 

Largel;r &I a reault ot the riae 1n aut0110bile produc­
tion and treight oarloadinga , the Kew York \'1aee i ndaz ot 
bu81neae aotiv1t;r roee ) . ) pointe to 12). 7 during the week 
ended l(a;y 3, thua recovering to w1 thin 0 , 6 ot the .record 
high reached 1n the laat week or Karch. Meanwhile, oon-
81Cer bu;ti.ng bee been unueuall;r h eavy, V1 th April ealea ot 
auoh large oonoerne ae Sears Roebuck and General Motors 
ahoW1ng gains ot no lell than 34 percent and 49 percent, 
reapeotivelT, over year-earlier levels. 

General price riae under way 

Reaponding to varioue inrlationar;r development• assooiated 
vith the detenee program, to proposed agricul tural legisla-
tion ot an i ntlationary nature , to increased coats ot 1m-

ported materials , and to an ezpanlion in apeoulat1ve buying, 
c~d1ty pricee i n recent weeke have begun to riee with 
greater rap1d1 t:r, 

The broad BLS all-oommod1 t:r indsz in the week ended 
llq 3 reached 83, 2, which comparee with a low ot 76.9 last 
Auguat. ( Bee Chart 1, upper aeoticn. ) \'he ooet ot living 
ao tar baa r1aen but alightlT, but will doubtlesa aeon re­
tleot recent increases tor toode and other product•. 

The rise in prioee or baaio mater1ala has been much 
110re rapid. \'he BL8 pri ce indelt ot 28 bal1o colllll0d1tiee 
(lover secti on ot obart) haa abovn a pin ot 35 percent a1noe 
tbe August low, ot vh1oh more than halt haa occurred aince 
early Fe bruar;y , 

l'uturee ::ue• tor domeeUc agricultural 
_uou aheplj biper 

A broad speculative .ov-nt carried ooiiDiodit;r prices 
Upvard V1 t h a ruah laat week. \'he vol1111e ot trading in the 

futurea markete roee abarpl;r to a larger total than in an:r 
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yeelt atnce May 194{). (See ChArt 2.) Industrial ooneuaere 
v1tb future oolllmi tmenta tor deilYer:r ot tiniehed goode were 
1aportant bu;rera , with the intention ot protecting thea­
selves ags.l.nst further advanoea in prioee or raw materials. 
unoertn1nty about ah1pping apace tor tuture import a, and 
prosoeot1ve legislation to raiae loan r a tes on agricultural 
etapiea, were outstanding bulliah intluenoee. 

fUtures p rices Of doaeatio farm pr odUct& &dY&noed 
steeply. (Bee Chart 3. ) Speoulat1Ye activity in some ot 
tbeae produota hie increased noticeably 1n recent weeks. For 
the 11onth ot April , the volume ot tuturee trading in cotton­
teed oil vas 17 percent &boTe Karch; 1n lard, the Yoluae vae 
27 peroent abou Karch. !he Co•od1t:r Exchange Adain1atrat1on 
last week issued a warning 88&1net exoeeaiYe speculation nth 
aoeo1al reference to cottonseed oil, vhile the New York 
Produce Exchange stepped up 1111n~ aargin requirementa. 
After merely heei tating on the varniJig, hoVeYer, t h e tuturee 
prioea ot t e te, oil a, and grain proceeded upward vi th renewed 

vigor. 

Spot prioee ot both imported and domeotio products 
Bhcved oonei derable advance. (Bee ChArt 4, upper aeoti on.) 

Lard and cottonseed oil prioee eaoh rose about 10 percent in 
a single week. (Bee lower eeot1on ot obArt. ) In addition to 
the bullieh influences previously ment1onsd, heavy Government 
purchases ot refined lard and porlr. products, and further con­
traction in i mports ot foreign edible oils and oil eeeds , 
have been influences in the direction or higber prices tor 

!at a and oil a . 

High crop loans an inflationary factor 

The approval by the Senate Agriculture Colllmittee ot orop 
lqane at 85 percent ot •parity• continue• to bave a bullieh 
influence on euoh commodities as cotton and wheat. (Bee 
Chart~ . lover section. ) In the week ended laet Friday, 
wheat spot priose advanced ~.3 percent, and cotton prices 
6.8 Percent. With a Yiew to the financing requirements tor 
crop loans this year , even it loans are not increased beyond 
the 1'1ret proposal ot 75 percent ot •pari ty1 , a request h.aa 
been oubm1tted to the House Ba.nking and Ourrency Committee 
that the Com..oaodity Credit Corporation be made a permanent 
~~&enol' With borrowing power 1noreaeed from $l ,ll-o0 mill1one 

158 

to $2 ,~ mill i ons. Tll1e would be inflationary in a two-
told manner: t h e loans themaelYee would raise prices directly, 
and the new money (bank deposita) created by the sale ot 
Commodity Credit securities to banks would alao be a dis­
tinctly inflationary influence. 
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R1aing 1aoo .. e a threat to price etabilit7 

It 18 blcoa1ag -.ore clearly apparent that the larp 
_.aunt of purohae1ng power a cGUallating i n the !Iande ot 

, 1ge earner• throughout the country oftere a threat to price 
atab111 ty that will be dittioult to control. Inooae pay­
eentl to the labor sroupe han lhowt1 the larpet percentage 
tnorean, and repreeent the larpet lncreue 1a dollar to­
till•· SalarUI and wagee 1a the ooa-.od1ty-producing indue­
trite (about 6o per cent ot which repreeente f actory pay­

rolla) have ehown the larpet percentage a dvance in the palt 
year, the Karch t1gure ehowinC an increall of 29 percent 
abon Karch 1911o. (Bee ChaM 5.) J'actorr parrolll alone 
ba'fl tnoreaeed 31 poroen\ . l o other •Jor eeg.ent ot national 
tnooaa approaobee th11 percentage increue, the neareet being 
d1Y1dand and intereet P&J•ntl with an inoreue of 13 per­
cent. 

The portion of the 1aorea11 1n 1aooae going t o labor 
bulk& nry large in dollar to'tale, a taot wb1ob 11 Blgn1t1-
oant ln the problem ot detenae financing u well a1 in the 
problem of price control. National ineoae pa7111nte in 
!larch, totalling $6, 785 aillione, wer e 1798 al.llione higher 
than a rear earlier . Of tb1e increase, $580 aillione, or 
73 peroant, repreeented increa11d ealarila and wagee. In 
contrast, only 13 poroent of the inoreaee hae been in divi­

dend• and intereet, and 15 percent baa repreeented oaeb 
1'1tb4rawale tro• non- corporate enterprieee, including tara 
lncoae. 

The relatively moderate inoreaee i n diVidend and inter­
est paJIIente retlecte partly the fact that corporate prot1ta 
ban not inoreaaed quite ae rapi417 u bueinees act1Y1ty. 
fh..lle the FRB index ot 1nduetr1al production in the t1ret 
quarter of tb1e year wae 21 percent higher than a year ear­
liar, re')()rted net profi te of 295 i 1)duetrial corporation• 
as tabulated by the National Cit7 Bank were 18 percent 
hlgher. 

Coneuaer deund expa.D41ng 

The l mpaot of the inoreaaing purohae ing power of wage 
earnere is shown in varioue induet riea: 

eubatan­
ntbe 
index wal 
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( 2) Reaidential building oont1nuee to expand. FHA 

mortg118e& aeleoted tor appraieal ( aea Ob&rt 7) are aub­

stantiallY exoeeding those ot t he previous year, in 

dollar totals ae well •• in nuaber . In t h e week ended 

May 3, deepi te a downturn in that week, the total vas • 

10 percent higher than in the oorreepo~din~ v••r ot 194o. 

(3) Retail automobile sa.l.u (diaouseed more tull7 on 

page 7) are running nearly 50 p eroent above those ot 1940. 

(4) Salea ot household equip~~ent have greatl7 expanded, 

as shown by the following tigurea on eales ot certain 

electrical equipment i n Marob: 

&leotric ranges 
Electric retri geratora 
vacuum cleaners , floor t ype 

Maroh March 
19~ 194£ 

( er) ( nwa er) 

398,643 
29 , 238 
147 ,120 

61, 647 
ll-23 , 010 
178, <>45 

Percentage 
inoreaee 

at~ 
21.0 

Unbalanced income distribution may atteot Government financing 

The tact that the new purohaeing power created by the 

def ense progra111 has been oenteredlargelyin the labor group, 

llblle the purohaeing power ot the security-buying classes 

hu shown a auoh more 1110derate increase and V1ll be further 

depleted by heavy taxes , e111phasi~ee the need ot concentrating 

heavily on the salee campai gn t or the new Treasury savings 

bonds 1n order to divert an etteot1ve proportion ot the 

increase in wages away tro111 consumer goode markets. The en­

listment ot union organitatione in the savings bond campaign 

1<81 a move i n the right direction. 

To the extent that the detioit ie fi nanced by sale ot 

treasury eeouritiea to banks, the increase i n bank credit 

1<111 intensity a credit expansion that i e alreaq under wa:r 
ae a r esult ot a marked increase in oo111111eroial loans. (See 

Chart 8.) 1 Co111111eroial, i ndustrial and agricultural loans, 

plus open ~~~arket paper• ot veekl7 r eporting aeaber banks 

have increased by tl , l5l,OOO,OOO , or 24 percent, einoe a 

Year 1180. 

160 

Suoh loans in the past have been largely 1dent1t ied V1th 

the purohose ot ooamodit1ee, ch1etly induetrial r aw mat eriale 

&nd suppl i e s ot eea1-t1niehed and t in1ehed goode. Furthermore, 

•tooe they r eeult in a dollar-tor-dollar expansion ot bank 

depes1te , they have a doubly inflationary intluence on ooaodi~ 

prioee. 

Regraded Uclassified



- 6 - 161 

!lew ordera at high level despite decline 

our index ot nev orders declined turther to 194. g i n the 

veek ended May 3, as compared With 199.2 in the preYioua vaalt, 

a deoune shared by all componente. (Bee Ohart 9.) The our­

rent level 1 & s till nr:r high, upeciall;r in YI .. ot the taot 

chat a teal and textile oo111p&n1es, and probabl:r IIAD7 other a, 

dready have a large Toluae ot untilled ordera. 1f1th the 

1ale of print cloth and related iteme last veelt equallift8 about 

3 tl.llea t he current veeltly output ot lll1lle, untilled ordere 

tor t extiles are sa1d to be high eoough to U1nt&1n the high­

eat rate ot operation• in hiatory through the third quarter. 

St eel i ndustry hard pressed deap1te reoover:r troi oo&l atrilte 

Although steel operatione are reooTering troa the atteota 

of t he coal etrilte 110re rapidly than generally expected, the 

heavy demand tor ateel baa continued to exert great preaaure 

on the industry' a produot1Te taoilitiea. 'l'he right ot va:r 

given to heavy ordere tor platee and ah&pea uaed in the eh1p.­

bu1ld1ng indue try, tor exaaple, ia reported to be alovift8 up 

ateel del1veries to treight oar bu1ldera , who have large 

orders on hand and a very heavy volume ot bueinees in prospect. 

J uet reoentl;r , the Aeeooi ati on ot American Ra1lroade recom­

mended t he purchase ot 270 , 000 freight care tor service in 1942 

and 19~·3 . It nov appears that even that impoe1ng figure vas 

an understatement, einoe it did not include an estimated SO,OOO 

care VhJ.ch Will be needed to supplant oars retired troa eervtoe 

in ordinary oourae during the next two years. The Iron AI• 
noll r eports that two freight oar bu1ld1ft8 shops are not oper­

ating due to lao.lt ot eteel, and t .h&t three more shops ma:r have 

to shut down within a month unleee steel can be obtained. At 

the same time , the Ohiet ot the Nav;r Bureau ot Shipe stated 

recently that ehipyarde are using materials as taat aa the:r 

get t hem and tbat at eel •ia going to be r a tioned lilte &lwa1nua. 1 

At the end ot the veelt, it va s reported that the reoentl:r 

f oroed defense committee ot the steel industry and the OPM 

were investigating report• that laok ot steel vas holding up 

freight oar producti on, with a view to taking corrective atepe 

1f conditi one were found to be aa represented. 

!lo eigne ot an:r substantial abatement in new orders tor 

et eel have thus tar apoeared. New ordera receiTed b;r the 

u. s . Steel Oorporat1on during t he veelt ended Ma:r 1 declined 

ver y slightly but a till amounted to 159 peroant ot oapaoi t:r. 

Steel operations during the paet veelt rose to 96.S percent ot 

capacity t 'rom 94. 3 percent in the preT1ous veelt. During the 

current week, operations are scheduled at 99.2 peroent ot 
oapacit:r. 
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Steel and iron produotion lower in April 

~18 to the ett eote ot the coal etrike, which toroed 

20 blast turnacee out ot operation, daily aTere.ge pig iron 

produouon in April dropped 8 percent below the preT10UI 

110nth . . During the eame period, eteel ingot production 

dropped to 97. 6 poroent ot oapaoity trom 99, 7 peroen·. • ~ 

JlarOh. In con treat with the decline in iron ore conaump­

tion in April resulting trom lower blaat t urnaoa operations, 

tbe JOOVement ot iron ore down the Great Laltee broke all pre­

dou• recorda tor the 110nth b7 a Yer7 wide qrg1n. Nearl:r 

7,000,000 tons ot ore were l hipped, aa compared with 1e11 

tball 500,000 tone in April 1940 • 

.Automobile lalea booll1ng 

162 

In addition to the heavy steel demand coming trom ahlp­

builders, railroad equipment aanutacturere, a nd other sources, 

automobile producers al1o continue to exert heaT)' pressure on 

the steel indue try. Unueually heaTy reta il eales ot automo­

biles hsYe been a primary taotor in the automotive induatry'l 

demand tor ateel. Thus, atter malting a nry 1trong ehowing 

ever since the 1941 modele were introduoed, General llotore' 

ne.r oar ealea to oonsumers in April rose to the highest monthly 

l evel on reoord. 'l'he April total ot 213, 000 uni ta wae 8 per­

cent &bove the praTioul month and 49 percent above April 191io 

(see Chart 10.) In addition to the stimulat ing ettect ot 

rising empl oyment and payrolls, inorea1ed public awarene1a 

ot tuture produotion curtailments and probable prioe increaeea 

doubtless contribut ed to the eales gain. 

The OPil r~cently tixed the nu.ber ot aotor vehicles to 

be manufactured in the model year beginning .August 1, 1941, 

s t 4,200, 000 -- a reduction ot 20 percent trom es timated 

current IDOdel produotion. BoweYer, trade opinion il skep­

tical ot the ability ot the induetry to obtain the aateriala 

necessary to produce that number ot vehiclea, and a much 

greater curtailment is being mentioned. 

Meanwhile, automobile output last week roee to the 

hlgheet level ot the 7ear a t 110re than 132, 000 unite -- a 

SSin ot )4 peroent over the oorreapondlng week ot 191io. Fur­

thermore , it now appears that large-eoale produot1on ot 1941 

model oars will not taper ott as 1oon aa had been eXpect ed 

eo:e tille ago. 'lard' e Reporta now e:r;peota production to 

hold in 1te present range tor at leae t the remainder ot 
this month. 
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TREASURY DEPARTMENT 

INTIER OF1'1CIE COMMUNICATION 

DATa llaJ l2, 1911-1 

s eoreta"117 rgenthau 

•••M 1 llr. Haa • 

• 

f() 

!he Work Projeote Ada1n1etret1on report• a 4eo11ne of 
26,000 to 1, 56o ,000 pereone eap1ore4 4ur1ng the week ended 
APr1l 30, 19~1 . ThU repruente a 4eol1ne of 1~, 000 per­
•on• dnoe the end of Jlaroh. 

Attacbmentl 
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c 

VORl PROJECT& ADMINI8TRATION 
Humber ot Worker • Eaplored - Kontblr 

lln1 ted 8tatea 

1936 
Jul1 
August 
September 
Ootober 
No.ember 
Deoe11ber 

1939 
Janu&r1 
FebruarJ 
Maroh 
Apr1l 
Mat 
June 
July 
Auguet 
September 
Ootober 
November 
Deoember 

1911-0 
January 
February 
Maroh 
April 
Mat 
June 
JulJ 
.t.uguet 
Septeaber 
Ootober 
lloYeaber 
Deoember 

191j.l 
January 
Pebruarr 
llaroh 
Apr1l 

Souroe1 Work Projeots A4JD1n1et rat1on 

Nuaber ot Worker• 
(In thousands) 

3,053 
3,171 
3,228 
3,346 
3,287 
3,094 

2,986 
3,043 
2,980 
2,751 
2,600 
2,551 
2 , 200 
l ,S42 
1,790 
1,902 
2,024 
2,152 

2,266 
2,324 
2,288 
2,092 
1,926 
1,665 
1,701 
1,691 
1,704 
1 ,779 
1,821 
1,878 

1,895 
l,867 
1,708 
1,560 

Monthly figures are weekly t1guree tor the latest week ot 
the month. 

They 1no1ude oertitied and nonoert1t1ed vorkere. 
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week en41111 
19~1 
oowber 2 
oo,oblr 9" 
oowber 1.v 
ootober 23 
ootober )0 

lo•nber 6 
10•nber 1J 
Jo•nber 20 
lonaber 27 

l)eoMbel' .. 
l)e"aber 11 
l)eoMHl' 18 
Deonber 25 

JaDU&l'f 1 
J ami.al'f II 
JIJIII&l'f 15 
Jamaan 22 
Januar1 29 

rebl'll&l'f 5 
Plbl'll&l'f 12 
rebruart 19. 
rebl'llarf 2li 

llarOb 5 
llarOb 12 
llaJ'eh 19 
llareh 26 

.t.pr1l 2 

.t.pr1l 9 

.t.pr1l 16 

.t.pr1l 2J 

.t.pr11 JO 

Souroet Work ProJ•o'• AAaln1atrat1oa 

ha'llel' of Wol'kera 
(Ia '!u~Uaada) 

1,7 .. 7 
1,763 1.m 1, 6 
1, 

1,7C:S 
1, 786 
1,1107 
1,822 

1 , 832 
1,~5 
1,872 
1,11711 

1,11110 
1,8117 
1,11911-
1,1195 
1,1195 

1,1192 
1,1193 
1,8115 
1,867 

1,~ 
1, 7" 
1,7)6 
1, 708 

1,662 
1,6~ 
1,~7 
1,~6 
1,560 
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""'" wr. Cochran 

;-

TREASURY DEPARTME~~ ~ 
// c.--

INTER OFACE COMMUNICATION 

OAT& llq 12, 1941 

CO N r-~ 

ae,!etered etor11n, tranaaet!ona ot t he report lnc bonke were aa followo: 

Sol d to eo~rctal concern• 
Purehaeed from eoa:ercial coccerna 

£39, 000 
1!1<!,000 

177 

OJ>O• aarltlt eterllDG bold ot~ady at 4. 03-l/4. 
~ wert u !ollowa: 

Tranaactlona ot the reportlnc 

Sold. to co~.n·cial conceraa 
Purchaaed fToa eo~erctal concerna 

£. 1,000 
£10,000 

l'ht .Ucent!no tree puo adv...,ced to .2380 late t bh atternoon, and clo10d at 
tb t ratt. J.bout a week aco, the peao roae froiD .2360 t.o .23?5, and the l atter 
tuot•t lon prnalle4 W>tll to4as'. 

( 
The Cuban peao Improved to cloee at 2-3/~ 41ecount thl a afternoon. It will 

t recalled thnt thh eurrene"J roached a current bltjh of 2-1/4f, on ll8;f ? , and 
tubuoueotl.y weanned to a final ~uo tatlon ot 2-?/8r> on SaturdJI.y. 

I~ New Tork, cloeing ~uotattooa for the tor•i&n currenci@G liatod below wert 
u tollowtl 

Canadian dollar 
Swlaa franc 
Swodlah lerona 
lle l chezark 
Lira 
!ra•lli&n ~llrele (tree) 
llu .lean peeo 

12-3/4~ dleeount 
.2321-1/2 
.238~ 
.4005 
.oros 
.osos 
. 2066 

Ia S~hal, tho 1"4n -In i"J!rond In tonae ot our currency. 'l'odq't 
" ' OIM!on • u 5-13/:lllA, or 3/164 hl~or than t be ratt pre•ell lnr; on IIIW 6 ond !!a7 7. 
Storl!oc wat 'uottd at 3. 90 todq, oft 7/81 troa Saturd.IW'• 1nel. 

Thoro were no purchaaoe or tales o~ &old made ~ uo to~v. 

The Trtaoury leeuod 11conooa under both t ho Gold Roeorve Act and Xxocutl~e 
~er ::o. G389, a t Mendo<l, pora1tt1:11: the federal Rotorv• Buk ot t:o• Torlc to effect 

he follow!"' tranofer of t;old 1n Ito nulttl 

$630,343 froa ».I.S . account no. 2 to tbo account ot tho »ank of Swodon. Gold 

In ! .l.S. account no. 2 II owned ~ th8t bani<. 

So ·•·-new cold anpce .. ntt were reported to ,. t""""' • 
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ft ' '"" 1DfonM4 that tho lloabq COl d. JII" IOO f Or llq 10 wu a~uhalant to 
s;,~.2'7, or 301 lower than tho ~uoteHon of lloir 3. S11Yer wu 1/~ l.,.r at t ba 
,_,.1..tont of 44. &11· 

tho prlot fixed. 1D !And.on tor both o:pot ud. torwar<t allnr wu 1111chlulp4 at 
1$-1/24. o~u! .. ltnt to 42. 671• 

Tbt 'froaiiU7 1 1 !OU"chal• Jlflco tor foN!p aUnr wu unchaacad at 345¢, • 1aaq 
toi soraan'• uttloment prloa tor 1'ora1cn ollYtr wao aloo 11Dcb&nce4 at 34-374_ • 

•• we two purchutl of tiber total1QC 1150,000 OW>Ctt W>dtr t~ 81lnr 
!'<l'ti>N• !ct. Tbil ollnr oonobtod. of now )ll"od.uoHon troa ,....lou foratcn oountrloo, 
,.4 ou ~t tor toraard. dol1n1'7. 

!ht J odnal !!uono llanl<' o ro:port of lfot' 7, l!UIQC dt:poolto of banlal la 

l.J!I OIIb tbo . ... Tori< aconciao of .Ja-·• -. ohowod. tbat oucb dt:pooito t otala4 
S1S,730,000, a ro<!uoUon ot $2,389,000 olaca .1.)11"11 30. lloat of t ho chaz:&e 1D dt-Uo 
tool: pU<t .., tba boob of \~ Tol<o~ Specie llanl<' o lltw Tori< IIC'DCT· ~ latter'• 
;o5ncl)lal dollar liab111Uao to aA4 dollar cl~ on .Japanaoa banlal 1D Aala atoo4 u 
follooo oo llq 71 

L!obllltlu t Da:poolh for Japan and lllulchuria .... .... ... S&O , 946 ,000 

Clalot 

llo:pooito for Cb1Da .. .. oo oo oo oo oo oo oo .. oo oo . 17 ,BU,OOO 
1 U. S.,roaa.Billo , coooo. :popor, etc • •.•• • • ••• a4, 949 ,000 

1 LoMe .. . oo . oo . .. . ........ oo .. .. . .. . . . .... .. $40,e80,000 
1 Other - main~ Jap. !aport billa ••• . ••. • .. • 7,212,000 

Cha!JC& froa 
April 30 

+ $ 421,000 
- 2,371,000 

770 , 000 

- $ 231,000 
+ 1,095,000 

CONFIDENTIAL 
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UITIIM IMIA .. T, 

WAIMIMCTO. , D. C. 

PERSO:IAL AND 
SECRET 

12th lJay , lll41 

Dear ~s . Secretary , 

I enclose herein tor yeur 

personal and secret information copies 

of the latest reports received from 

London on the military s1tu~t1on . 

Believe me , 

Door rr . Secrotary, 

Very eincorely yours , 

~~-
For the Ambassador 

T: e Honourable 

Henry ~orgenthau, J r . , 

United States Tr easury, 

Washing t on , D· C· 
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1.1r 10\h 1 19t1. 

twlnS laroh and April • ,•'l'o too. or oargo 

4•• t1noc1 tor ono.J aohod 111 prbo. ll&ln H•• 2 ,1aa 

t on a ot oll aoo4 - t17 troa !'renoh a hip a, Total a1Dao 

bol!lnnins or tbo w.r 'I'IU ,.811 tooa . 

2. llol'cbant ohipo loot bJ onoov vp to Aii.J 6 th, l!IU -

0.1'111U1
1 

11 N9blrod or ao1aacl, 108 aovttlod or .all, 

llfl14oot1tlacl ~· roportod b7 w~lne, alftr*t\ 1 •• 

al&llk or c!NUo:Jid 1 '1'$ , Yobl ~ •• 1 1'766,000 tolleo 

Ital ian ~ captQJ'acl or ao11o<l , '71 acvttlod or ol&llk -

i elontl..flocl ahlpa 102. To"1 1 .000,000 tone. 

t h1rt :r-aovau ahil)O ao,ooo (Ill'(••• tone unc!or ooo-r cont:ro1 

h .... b .. n ounk. Alao t1.Ct:~- tl'lroo at.i pa t.otalll ng aao,ooo 
gi'OI I t one plaoe4 U.~OP 0~1tod ~tat~l and South ~tr10111 

porta. 

llo HU ~to~ joot:J'• SJ\lp 0 llopt11Ao" WJ~~>uccoutully 

-'"cited b:J llHC1 a.uorart. 

•• 'l'we ~iUah uo•er• CIU~-ed b7 ~ alro..-tt in 

.... oaa.\ OOI>y0Jo ADo\boJ' eomrOJ WllllCCOIIt'UllJ 

o\taollacl U St. Ooo ..... '• <:naDnolo 

6
0 

two or tlwM v-Met• aUaokod ou~ollll4 .float 

~ alloa rroa •••• 1oolan4 o1nk1ns t our mer ohaot eb1po 

throe or wh1Gb lA bolloo\J uothor 1n r.ho oo101 conYOJ 

\ orpodoo4 , another ~rohallt ablp out ot oonYOJ tor­

podoacl woot ol ..,...wwn. 
• • 4ll1WJ 

* h banil! I roq1 ba,. wltbdri'I'D trooa RaliA41 a rd 

Fall~• a n4 oarr1od au t d o'1oll t1on• and ini.Ddatione 

OO,.J'inl tboll \OIDio 

• 
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e. .. or area woo ocouplod .. ,.1, on .. , 8\h. ~1 

ol tltaUoa a p-rod le be l'efti'DIIII to ao.-..1 aD4 roovloU•• 

oro 1>11116 llftodo 

II!J!l AlP roroo 

~~~~-· 
111 alroratt dropped 1&0 tone laoludlns alae •,ooo 

poua4 ~ oa4 t 1000 laaoodlariooJ larao Uroo otar\M 1D 

dookyar4o ond bu11dlnp 111 1nGuotr1ol orooo •- li:&Ma ta•• 
tho .sr. At or- ua .u.r.n dJ'epped 101 ••• of ..._.. 

ond 26,2&0 1noondlor1ooJ rooulto eqaall7 ouo¢eootul. 5uaerouo 

ot bor obJootl••• I a Ooraoay oad oor.aa ooouplod torrltor1oo 

bOIIbod bJ ol ll&lo liro....n. 

e. 11111 1\ll 

Dolr1J1C ottlftlho aa4 4oflllo1n operoU0111 •• loot 

tbroo ttst>••r• (I plloh oofi)J wo o-r tlp toro oldllod 

11 doOV"7odo 

1, 111pbt of ._1 1\ll • 10\ll 

ODe ~ oa4 \b.lrt,-alx oo.baro oont to ottoclt 

!lonnhollll aliCI tor~J-\broo to ongo£1 couto, oU>oro to llii'Un 

on<· Calaho Out ot 116 all but tbroo ba.,. rotunlodo 

10, lroio 

Durills oU oolro on 1 0 0117 ooro<Jr_, lwq.ro oDd 

ln>J. ldl q o were bU, petrol d,.. oot 011 tiro aD4 •oo • ..,. 

o1rcroft doo•roJWd oe '"" aroaad• 

u . 

u . 114!' er .,, t.at-1!J•· 

•-• flt\7 drvaf' ..... loa4 hrU>or """'' aadaot 

ooutol obl'pl... .,.. ••7 aircraft dootrn)'od• 
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U o Lll>J!o 

To- at~oked \wloa on Jllf 7t.bJ - 1!• 
al111ht • 'l'braa r aict.ra allot doWD ll1 an\1-al,..,r an 

t 1ro, two ~· probabl1 daa\ro1a d. 

u , Jlalta, 

182 

,_ ., at taolt n1&ht or 1:&7 c;tt> - 7t h aob1aYad 

l1tth auocau, Our t~btara dao tl'OJad .,.,. bollb,... ao4 

pl'O':>a bl y • Hoood , two otl>ara ..... obot -., l>J a ot1- . 

a1ro ra.tt. 

lCi , On MJ llt.b OUI' tl&)>tara daatro) ad o• ao4 

pr®abl7 t wo 111ft bollber a at~okln& alllpp1J>a , 

1e. ~"!to ~eeur1tx . Ll vor ool arM.. 

~~Yonth eo~'oeutlv• ra14 t ook pl a oe night ot 

L ~>y "ltl>- 1t h . •t 3o~tle &<lOUt f our tho,..and ho""aa haYO 

b .. •n 1fta tro:re4 , ,.,o"ttlles a a a t1t~M tert a t twentJ t.bouan4 . 

~· 
~accaltles e c r•r r• orted n1phta of 7th- Stb 

are two mu.ll'ad a nd tltt)' lclllod , tllraa hw>drad and al.Jt 

•veral \.l ouaantt ne ople rendered 

htf..ele aa . t.o dia;:s;Gy_, ,.,_.,.u ait.uaUon wall 1n taacS . 

1'1. ~t ot li t!>-lOt.l. 

toOnob~D,; '1dd , <lb.,or....S . t.o araa aarlo""lJ 

6111 1 A\lt.• l'l , 0 aau.lt.1ea l J. .t. , .lr. broke out at. \o 1ckere 
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l . l!!l!l• 
~-.1 ~'"' ( """ "" ~,., \ \ ..S ) A,",c. ll'ltercep~ 

~1•~ ~reDOh •cr1~011• •1164 ~ooa 41.0 .Ue a oo~•~ ot 

a, u u " ' nq 9t!VJ,Ot.l!, 

J:l.noa <IJ'o;>..-4 roua ~IIAI'l. Canal • .,... ~oo-.. 

\0 :Ju••· 
a. OD v., 10~ llll&rJ bc>udlno. . ... . 1 11'1t.r-

u , te4 lt&1o1n tanker &Tlll w no 211 •11•• nOJ<U. of U.. 

Aaoreae 

•• 0100/ll , AJu, lloh;;ur , Bawock anc1 1""'11'1&1 

bo!obal'd..S llblpp1ng at llell8}loa1. Two ahl pe 11l ons 11da 

tt. Jett:r were b1t, Two 1a don eh1p8 :s,ooo tone and 

6 
0
0<>0 tone lnUI'Copt tiCl approachinG tba biU'bO"'' t .­

t.ht ooutb . . ... d .. h OJMI ono oarr 1e4 IUI'lW>1Uon lltl4 

t>ell•YO<I tu. l a).ao , 

!1, · ~7 1 t h 

~~t7-L~e ble~1.. twice ... e<S conYOJI rro. 

a~r att.a ok, _,. 4e~t:ro:ta4 Me.J al:ror&n al>Ou t to 

attao.!: out oMst c""'707 ot~ ro dron ott !'lll<ko 11ul1' 

II, l i\'119 • 

~1tuat1on a\ L••"' u.prodnr l111\ lraql oft'1o1ala 

ar. et1ll bo:rcot t l "C• 

'7 , ~ot h l l OS!!,- 1\t.h o 

--~ plaaw ..-11 b7 llu IIOIIborl, twolYe • ..,, 

to 8erll.11, to~:r-tour ..oaot.&l oblpp10v tow \ 0 . aden . 

ll- b ... ... al .. J.nt. 

a . !l!M r .ur ton• · llJ.4nt ot 10\b - llU>. 
/ >.Ut 
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• 

1 
011t •' .. ..., .... ,.,, .. "-... • ...... uac 

o•• 11r1U ... lillM .... , NO at\Mlleil ......,.n, I'Nlt. 

1Mr1 ....... "" ....... ,.. ............ ,.a. -
pftllallle,... ....... . 

lo iWU.. 0.. e --.lUOOI ·~· ot lief IUo • 

ltla 11f A/& ... _,.oil- llq 8tla ooetu-.4 -· , 

10 . 7 .... , •. 
u-.. • • sre leo- ,_ U , ... w 

• ••• • 0 • Alatl7 u -- -'" _ .... , ... 

.... , -"• tu... oeou ao<~ Ndll.,,.\&1 ,...,...., 

nrr- " oateu190 11--.;o, .ue Uno t_lnlaa, - su 
_.u 110<1 tlYo bOfpl\olo bl\, 11oo\a1 n•••• l.&ll , _._ 

lll.netor AblloJ ... ~ rut!llnakr Co ~ho4J'ol, J;o,. .. o ol 

/'arl1a•at on!! 8r1Uoh ..,. • .,. .. aU d- &04· 
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1\ES!l\ICTED 

J(U.l!WIY Ilm:t.Ll OEliOE DIV15 1011 

1t1J1 DEP.t.lm!EU'l' 

v .. biJ>&ton, 11-.y 12, 1941 

S'l!A!I'9:1 LISSOJS JULU'!'IS 
llo, 103 

G-2/2657-236 

Tho information contained in tbit soriot of bullotint 

will be rettrietod to itema f rom officiol aourcea vbich are 

rouonabl.y con!irmod. Tho loatone noceaaarUy are tentatho 

and in no eonee mature atu41ea. , 

185 

~bit document 11 being given an t\pprovod d1etribut1on, 

and no additionol copiea are uailablo in tho Military lntol­

lisenco Div!aion. ~r provitiona governing ito reproduction, 

aae Lotter ~G 350.05 (9-19-40) M-J!-11. 

BQI!IIER ATT..\CKS J1PQ}I J'M!!CH PE!!SQN!!EL 

Tho information in tbit bulletin vat rolaated to an 

American officiol observer in France on llnrcb 24 , 1941. 'rho 

obtarvor attached tho following note: 

•Theao obaervatlona. • • voro ~e by a French officer 

actually on tho wound. Ho oocurod corroboration of hit oburva.­

tions by auea Uon.lns numor-oua ofticera and JlGn \'lho wore wl th loadlu.g 

units of French ar~ioa on tbo marcl> into ~elgiuo. Tho officer atatod 

frankly that hie obaorT&tiona vere applicable only in tho caoe of 

complete abeenee ot friendly aviati on.• 

OOlitpTS 

1 . EFFEC'l'S UPOII MOJW.! 

2, lllTERUL Di'ZO'I'S 

3, ICi'rHODS OF ATTAOX • 

4. llllJ'JliS:S AQ.UJIST UllUL TACTICS 

gsmrcm 

-1-
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!liSTRICDP 

1. 'iW&TS UP9l! HQJ!tif 

a. Jafort Qgnt&ct Vot iatabl tabe4 

French troop• expected to be atteckod e'nn before thq 
entered llelgiUI!l, but they were not. The appearance of colWIIIll of 
1~wertul reeonnaiaaance aouadrona, which vere taken tor boabera. 
c&uaed alerto on tho afternoon of Mq 10. llhen tho planoo took no 
~t1on, tho men felt eaoior and looked at them more with aur1oaitT 

than with fear. 

b. Dgrlpe Jirtt Os9btt 

Occupied pooitiono wore attacked by bonboro, f irat 
1n bor1sontal fiiflbt at ,lov altitude vith 10-kilocraa bogbo, then 
vith lOO-!:ilogrOl:1 boabo and aaehino guno; finally they voro otron&lT 
attacked by 41v1D& Stuku. caoualtieo troa thaiO boDbin& attack• 
voro practicallY nil, and ae a rooult, troopo cainod confidence and 

Joked about tho attRokO. 

c . wm 
A l!Oll-diaoipl1nod a.ucl. \fell-officerod unit 1e e.p­

perontly no ~ore afr~id of aircraft fire than of any other type of 
f'1re. Hovever. an actual norvoue stro..in wao 'bea1nn1ne to aho'ld' b)' 

tho end of operationo, althouflb enemy aerial acti"f1ty vao thin muA:h 
leoo intense than it b&4 boon eArlier in i!andoro . 

a. On Peraonnel 1n Shelter! 

There waa no apParent effect on 1 dug-1n
1 

peraonnel 
except in thoao exceptional caaoa when a cl.ireot hit vas acored. 
Soma nervouo strain rooultod from tho noioo - tho shrill drone of 
Dorniora, tho loud ohriok1ng of Stukaa, tho wh1otl1n& of bonba, 
and the yiolonco of the o;;ploa1on of 100-kilogram bombo. Th1e 
et.raln was experienced t\ll the t:eore rap14l:Y vben hoa"Y boa.ba wore 
uaed, ao !or oxacple &t Dunkirk, where 500 and 1000-~logrM bonbo 

were eQ!)loyed. 

b. On Upprotegt·td Peroonntl 

Dreadful reoul to ~ IIUCh voroo thaD thOoe produced by 

flold artillery - vere felt by un~otected peroonnel. Here boobo 
1\Ct more b;r blast eftoot thaD by traf.!Jontat1on, and there wore -

psTl!ICTID 

- 2-
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..-ea in vhic~ unaheltered poraoanel were diaabled even ¥baD lT1Dc 
on the ;round at that tl.llle of • JI!>loaion. Tbe effect of uriol 
uc.'lino fiiUl f ire 1o leoe 4Nl&eroua, but terrible vollDda rollllt froa 

Ita d.ena1t7· 

AI tar ao bombe are concerned, it vaa noted that tbe 
tomb oould be eoen during ita doecont. Tbe men learned qlllokl7 to 
u tlmate tbe point of il'lpe.et, and ainoo ita time of tlicht vu troa 
two t o four oecondo thoro "" 111ually ollftioient Uao for peraonnol 
to aoolt obelter. In adcl1t1on. tlll oulleot ditch, tbe aMlloat 
~lo, or even a omall olopo conatituted efficient protecti on acoin•t 
bloat, 

c. 2P Hotor l(ateriel 

(l) In Col.wm 

187 

Aiming "' peraonnol, tho onOCI)' attaclted with ...U 
bOaba or m:\Chlno guna. Zl<cept vhore direct bitt vero acored, tbero 
vat little effect on motor Yohlclu at l!orn&1"4 on liar 20, for exuplo, 
15 boabera a tto.clted tor 10 minutea vitb lQ-kilosraa boaba end aachiM 
aun•: ono nhiele -· pierced b7 a frat;ment and " crankcue -- pier ced 
b7 a rlooohot, but repairo were made in a fov miuuteo. 

(2) loolated 

An attack W!\o mado on an automobile otallod alOJl&" 
alde a road. liodium-caliber bomba, loo-l<iloaramo , wero 111ed, &D4 
tho car wae omaehod to bi to &!tor eil!l>t bomba bed. fallon. 

(3) In a Hotor Park 

On 11a,y 'ifl, 1940, &t Vatou &D4 on ll&7 30, 1940, d 
lW.o-lo...Baina the onamr atte.ekod 110tor part. , ua1"4 larp -b• &D4 
OJ>Dll 1ncend1&rr boabo. Tho firot a ttacl< producod DO Haulta, but 

In tbe oocond, all vehicle• were burned. 

a. Amin•t !xoqpa on the Oroup4 

Tho position to be attacked it roconnoi tored at firat 
by olthor one '\>lnDo or b)' a whole oo,uad.ron. Tben, attor a ..riablo 
lons th of tima·, tho boll> binG un1 t appear a. Tho number of planet 
o~loyod dopendo upon the importenoe of the obJootl YOt . The oquadrOD 
flioa above tho objectives at lev or vorr lov altitude vitbout bro~ 
lft8 ito tr1ancul&r torcation. I f tho objoctiYo i o conoidor ad 
luffio1ontlJ tmportGDt and baa boon doflni t olr apottod, a oi goal ia 

RIS'l!!!lC'ltl! 

~ 

_, _ 
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jl:1nn by the patrol chief, a114 the pl&D11 co into a olrolt ln col-• 
... ch clroppln& 1 h bomb a, !oDba are rol ... ecl •1ncl7 or in aerioo of 
tour, nccor·dinc to their else. 

A clin attack bejl:1no in the , ..... munor, 

'l!he duration of en attaok 11 about 10 111nutoe, but 
the duration of the bombinga thellaolYoa »¥be CNCh eroater, ainoe the 
Initial att ack Daf be followed 'by IUCCOIIi'fl Wt.VOI, 

b . tgtrat Qolvmp• 

The 10etbod OJIIPloyocl apinat col,_. 11 the aaae u th&t 
juat doaorlbod. There 1o allla11 a certain do~. vhich, if the lcolo­
out aomco tunct1ona well, gina anQU&h tl.lle to baH tho col'Qim all4 
to haft the 100n telce conr. Bxpor!enoo in J'ranco vaa that uchino 
p tiro n..,or be611n before the roleaae of bombe, nor ,.re II'Qd48D 
att6d<a experienced, eYen 'by 1oolated pl&Doe. Oermen arlation appa.r-­
ontlJ l!keo well-prepared vork, all4 the peri od of preparation afforda 
a roop1to before the &ttaelt !e del!Yorod. 

4 , llijDllljE AAt.INST A!ii!IAL ,Lt"-MlS 

a. Pnaaiye Defonee 

Standard regulation• proved vory off!clont 1n rrenco, 
but tho follovill& remarks are cona!dorod portinonta 

(1) Troopt 

(a) On the Ground 
Ground troopa aholtorad In narrov, deop bolea 

abont 2 motora by 80 cent!IOotoro, vere prnct1call1 !n...W.nerable. Vida 
cliaporaal on tbo terrain 1a not onl.J' a po..er flll faotor for aafot;r 
but a aourco of trenoullli t;r, for Oerm&n &rlation d!al!koa to uae 

boaba on uall obJ ecti vea. 

Oamoufl"'P n&ai nat aerial pbotogapbl 11 cliffi ­
oult in a 'lllo'fing eitu&ticn, exoopt on thickly coYorod ground. lt 
appoara that only the outline of pot!tiona all4 oocupyill40 troopt ""''f 

eaoape aerial oboervation. 
A look-out aor'fioe for foot troopa ia practicall)' 

uaoleaa, for e'ferybody vatchet tbe ·~ himoelf end tbl noise of the 
ell(;!neo 1a eao111 bo&rd. Alert oipala were rerel7 given, ainco tbl)' 

vero found t o be ouperfluoua. 

mmom 

-4-
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(b) Zoo\ frogp• in Oolulp 

Ioolatod 110n or e...Ul grwpe were treouentl1 

..aohine j!UIIIlOd without reeulte. -

(e) 'groopa in Uotor1ao4 Oglup 

~he protection of troopa in mot oricod col uzno 
""" obt ained br proper spacing of nb1clao, b:r proper Alert aignal.o, 
bJ t ho loolt-out aervico, and br tha vell-!Utciplined execution of 

protection :~eaourea adoptedA 

(2) Spac1M of Vohlclot 

Veb1cleo vera opaeed tro• 150 to 200 motors apart. 
In e,.nt of an alert on tho oarcb or at a halt, tbit opae1ng aado 
£eao1ble tho effoctiTe d1operoion of pereonnel and :~ateriel vith a 
reaultint reduction 1n probable caou&ltiee. D1otanceo vera not 
alva:r• tbe '""'"• but tho:r nr1ed in aocoM&Dce vith ochedulea. 
1 Unerar1eo, atl:IOapberic condi tiona, and ena~ air act1Ti t:r. 

Largo distance• between Tob1cloa mate tho taok of 
con•oying more difficult over a complicated itinerary, but activo 
lia1oon and a proper marking of tbo route will remedy thie incon­
venience. Theae 1neonveniencoa are of no conte~uence when compared 
with tho resultinG increase in the eoourity of tho troops. 

( 3) .Uert Sl epalo 

Choice and tranom1oe1on of alert o1(111alo bao boon 
the obJect of =erous obaarvationa. It oaamo difficult to adopt 
an:r one oyotam because everythinG dopendl on the type of un1 t con­
cerned. Tho one vhlch ~ve the boot raoul to for aotori•ed unita 
vao that of otandint: up. arao outttretched, and facing the raar of 
the colUJm. 'Thie action obould be accoap6111ad by blaota OD a 
V111otle. The attention of the look-out of each car, or of each 
chief of car, cannot fall to be attracted 1! tbe:r are on the alert . 

It vas found 1n actual practice that the unit 
commander at tho hond of tho column wao tbe loGical pereon to g1To 
the alarm. Being rea~onoible tor tho aooompliehl:lent of the m1eaion 
auiped, be aho\lld be the solo Jud4• of riokt to be token. Further, 
ainea tho bead of tbe col umn io alV&Y• firat to be a t tacked, i t io 
normo.l tor tho unit coQDB.lldor to give tba alert o1gnnll- In broken 
&round and with lar~e i ntervale botwoan Yobicl eo , thio mieeion m&f 
eventually be delegated to platoon chiota-

-5-
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( 4) Look-Out Sonico 

The look-out service, which IDWit be fUnctioning 
eonetantly , 1e or~enized for each vehicle under tho rooponeibility 
of tho car~chief. Each vehicle ehould have a t loe.at two ..,n po~ 
torm!ns thio aorvice at all tiaoa, They muet be relieved tro­
quontly. In actual practice the ayatom (l&VO excellent roaulta. 

(5) Protective Moaaut•• 

190 

Tho moat important protootivo meaouro, aaintonanco 
of order and calm, 1a fae1li t&ted by tho example 10t by tho officoro. 
If 41acipl1ne h proaervod and if ordero are given , hoard, and 
execut ed, there will be no excitoBent and no loooeo. Tho looaono 
are clear: r;et off tho Yohiclo qvJ.c:kl:f, in sood order, and ..alee 
rapidly !or a ahelter or protection. 

It 1a noceoaary to otop ontirol;• , or not at all, 
!o11b1 !all, in gl'&&t maJority, aloa&aido tho road. Since it Ia 
uaually impoeoible to go fer, ditchoo afford tho boat protection. 
Evon if a bomb falle on tho edge of tho road, it cannot hit both 
ditchoo at once, and there are Pol""'/t bMlco protecting the aide thot 

11 hit, 

Under no circumotaneaa ohould men aeek shelter 
under vohicleo other than armorod cart oxcopt in case of a machine 
r;un attack by o.n iaolated "Plane. They tbould not toko aheltor in 
houooo . I n an attacl' on a amall unit at Abcon on )lay 21 . the 11. C, 0 , 
and throe mon who becll<!o loaaeo had bocomo eon!Uod and were runnia& 
in the fiolda. They vere hit by machine r;un bullota. 

b . Act h e Pre tection 

AnUeirera!t fire with autoaatie woopona belongin& to 
attecked trcopl vaa abandoned almoot at once for the following reaaonoa 

{l) There waa inaufficiont correction; danoity and dur~ 
tion of fir e wore too lov, and poraonnol uoro poorly trainad. 

( 2) The danger of bull ott !alline on !riendl:r t roop• 

vao greatar than the aerial danger i t aolf. 
(3) The number of attackint; plano• made t ire direct ion 

and. oontrol practically iii!QOaaiblo, 
( 4) In a colUmn, it wae pbyaio&ll:r igpoaaible to leave 

A lono rifleman otanditll!; in hie Cal' amid bomb fraoaonta and 11111oehino 

r;un bullota, ( 5) The altitude, apoed, and attackint; methode of &1~ 
planoo made impooaible the execution of !ire by non-epeci&lized 

poroonnel vith insufficient materiel. 

RESTS I om 
~6~ 
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RESTRIC1'm 

c;-2/26~7-2201 No. )89 II. I. D., W.D. 12:00 11., liaT 12, 1941. 

SITUATION REPORT 

I. \7estern Theater of War. 

~~ l!!!!!:!!!!• On the nisht ot tho lOth-llth an attack 
1n great strength waa made on the London area, where widespread 
clam&fe waa caused . Last night tho Germano came over 1n atrongth 
again, b<lt their attacks were widely scattered, rltb principal 
attention to airfields. 

British. On the night ot the lOtb-llth fairly 
atrons • t tacks were made on Gera:an north coaatal cities , inclu­
dinS llallburg and Bremen. These attack• were repeated l.ut nisht. 
The Britieh claiJII to have brousht clown JJ hoatlle planee on tbe 
night ot the lOth-llth, principally by nisht fighters. 

II. Greek Theater of War. 

Italian detachments have landed on the Greek Ielancla of 
Zea and Soriphos , in the Aegean. oerman troops have occupied the 
Island ot llelos in tho Cyclades. A te" hundred Britiah and Greek 
straggler• were captured in this operation. 

III. Mediterranean and African Theatere. 

Ground: North Atrica. Operatione are characterized by 

exchange• or artillery tire. 

191 
0 

Sea-Air : Following the attack or 11a.1 8th, British naval 
unite apin attacked Benshazi the nisht ot lla.1 llth. '!'be AXis 
clai.u throe British ships were clireetly hit by heavy caliber 

~ .. 
A!!:• ~· llalta was again attacked. 

!'1. Iraq. 

No substantial change in the eituation. 

RES'IRJCTED 
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TREASURY DEP~RTYENT 
Washington 

!OR R!)I.EASE, ~;OR!l!NO irEV<SPAPERS, 
TUesdoy , MoY 13 , 1941 . 

203 

Pre ss Servi ce 
No . 25- 12 

Tte Secretary of the Treasury announced lns t evening that the 

te~dors ror ~100 , 000 ,000, o r thereabouto, of 91- de.y Tr easury bills, to 

tt dated May 14 and to mature August l:l, 1941 , which were o1 fered on 

I£J 9, wore l)pened at the Federal Reserve Bmka on l!o.y 12. 

The detail o of this issue ore ns follows : 

Totol applied for - ~374,651,000 
Total cccop t ed 100)004 , 000 

Range of accep t ed b i ds : 

H1gh - 100 
Low - 99 .980 Equiva l ent r Gte approximately 0 . 079 percent 

Avorrge price 99 . 983 " " " 0 . 069 " 

(93 percent of the amount bid for ot tho low price wes accepted: 

-OoO-
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)(q 13, 1941 

)(aorand\111 

I ought to write the Preaident a l•tter telling 
bl:a what happened at rq houae last night and what John 
Sullinn propoau to do on Fridq. Please relllnd .. 
to do thil thia IIOI'IliDgo • 
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lfa7 lS, 1~1 

117 dear Kl' . Prnldent: 

Latt nlcbt at ~ houte I had tor eupper 
Seutor George, Se~~ator Connal17, Chai r.u Doughton, 
Congreea.an COOP!I't Congrtti8&D WoCor.ack, John 
Sulllnn and id 1oJ.eJ. 

I ezplalned to theae gentl e .. n that ae •• 
began to 'et the tu l'ltUI'DI on ezoeu protih! it 
waa beooala( .ore and .ore ole&l' that tb1a kind ot 
a taz wae not getting the reeulte that 70u and I 
had in alnd; that lt hi t ~arloue ooapaniae ~ei'J 
unnenlr. 

It .. , the coneeneue ot opini on, and eubee­
quentlr apprond b7 S.na tor Barkle7, that John 
Sullhan would appeal' betore the Wi.71 and Veana 
COII&lttee on frla&7 and ezr;:la the laaquitlee in 
th1a tu and al eo would br to the attention ot 
the Co.aittee three or tour alterutl~e .. thode ot 
aceoaplilhlng the prlnolplee that thia Adalni etra­
tlon etude tor. 

It rou would care to han an wtllne ot 11bat 
WI propoae to preeent t o CoftBreea on Frida7, Joba 
Sulll~an and I will be deli£bted to aee 70u at JOUI' 
oon~enienoe. 

205 v 

The Ca.alttee 1n the Bouae ot Colnalep .. ifhte 
and V.aeuree h&e juet reported out the Bill to ez eD4 
the Stabllhatloa fund and ;your right to dnalue the 
dollu wl th a Tll'J, Tlf'J trl.okf a•ndaent . It thia 
a.endaent Wire eaaoted l.nto law, it would .. ke i t 
illp011iblt tol' JOU to p&J .ore t han $85.00 ptr OUDOe 
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YftN eiMeHlJ, 
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THE. UND£R StCRE.TA~YO,.THE. TR£ASURV 

WAaHINOTON 

OOIRIIDCI 11 !'Ill SICUUlll 1 S Olrl C1 
~ 9 a ••• Mite lJ, 1§41 

n.. Secretar)' &lld 1 eoa.fol'red tor about &ll hour 

wHb ll&I'Old l!laith, Director of tho .llQ4et, 

'l'bo Secretar)' otat od to Mr. S.itb that be had 

prepared hh o\ah80Dt on taxu wb1ch -• auba1Ud to tho 
Vqa &D4 llt&llo Co-ittoo &D4 Of!OI'od to ohOW 1t to tho 

Praa1dont, but tho Proaldont aald that ho 41d aot waat to 

110 H . Utor bo aado tho atatoMnt botore tba Wa;ra &lld 

Moan a Co•H too and 1n tho oourao of tho hoar1nco, ho 

aug«oatod that t ho non-dofonoo oxpeD41turo o bo reduced bJ 
at laoot ODe billion 4oll&I'O in 191!2. S. aa14 he aaltod tho 

Prealdont how ba lind hio otot .. ont &D4 tho Pre&idont oald 

ho thoupt it -o fino. S. aoltod h1a furth&r what ho tboupt 

about hit auueoUon to roduco oxpe.D41turo o, and tho Proa1dont 

told that -• quite all right, 'l'bo S.cretaey t old tho Dlrector 

that ho had aot had &ll opportunltJ to 41acuu tho aottor with 

bla but that bo _.,tod to lot bla know that bo ha4 41acuaae4 

H with tho Prealdont &lld ha4 rocolnd hh o,lt, on H. S. 

told he wantod to 41aauu thla It&t tor w1 th h1a to4AJ' and find 

out lt he ha4 ,;inn &DJ conaldoration to tho pou1bllHJ ot 

rniainc tbo lluc!«ot oatiMt .. tor uon-dotonoo purpoaoa ao aa 
to ohow a docreaao ot appro:dM telT ono billion 4oll&ra 1n 

tzpen41 tune. 

n.. Secratar)' want on to uplaln that Mr. l!dl had, 

on Narcb allbt, aaltod tho Dlrootor to -.kt a otu4T ot WP.t., CCC 

and IIYJ. arpaD41 turaa to aoo wbotbol' or not thaT oould ba roducod, 

&D4 while at tlrat ho ha4 proalaod to -.Ita ouch a atu4J, ho lahr 

adYiaod tho !'ro&aUr)' that ha had to w1 thdrov tho pooplo vorkiltc 

on thio •ttor to vorlt on Leaao-Lond orpllla&tiou •nora. Ia 

•low ot thh, tho Sacra\ar)' told Mr. S.Hh that ho had doal,;Detod 

Dr, Vh1to of hio otfloo to ,;o out into tho tlold and •Ito a ohort 

turYoJ ot thoao acth1Uoa. l!oforo 4ollll thio be ha4 contacted 

t ach of tho &«enclo a 1nYolyod and had rocol•od e...uD!catlouo 

!rca each ot t hea 1n41caUnc that Dr. VbHo would b&Yo tho1 r 

oo•plete cooperation. 
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Mr. S.Uh o&id that he wao awaro ot what had 10,.. 
on. He tboUO>t, when the otateaont l'9g&rd1n& tho billion 
dol lor rodueUon on expendl turoo vao aado b~ the Seorotaey 
that tho Secretar~ wao otepplng a little out ot bio b&ilivlck 
but attor rotlootion be thought pootibly it would do a gl'9&t • 
deal of good, po.rt1cular~ 011 tho Agricultural Appropriation 
bill ptndl"l: in Congrooo. It bao, hovo•or, bad the ronru 
offoot. lie bao boo11 told by roprountathu ot tba Dopo.rtaent 
of A;crlculturo that the Socrtt&1'7' o ot&to•nt hao aa4e tbe 
Co~>~:ru..,.n and Senatore interoot&d ln .Agriculture 110ro detemiud 
than o•or to put thro~ tho J.sricultur&l bill with tho 1ncroaoos 
o .. r tho ~ot inclu.dtod 1n i t . Mr. S.Uh taid that thoro wao 
a ~roat daal of contusion 1n tho all\olo ot tho public bocauoo of 
tho Tariouo otate•onto that had boon •olo on Bu4s6t oot!Mtoo 
oot 011~ ao to t ho billion dollar roductiol1 but ao to total 
expe:uU tuna. When tbeae et.ateaenta are aade. th•re 1a, o:! 
eourot, a sreat doal of prooouro broucbt t o boar 011 h1a to g1T& 
Ollt roTioed tiguuo, vhich, it bo ~ioldod to ouch prooouro, wonld 
only add to the contuoion. 

~08 

He oa1d ho felt that tho ~ot can not bo reduced a 
billion dollaro, t hat thoro are a groat ~ factoro lnvolTod, 
and while tho Secretary had t alked to tho Prooldont and gotten 
hio approTOl ot vhat ho bad ouggootod to tho Co.-lttoo, tho 
Prooldo11t hao ohown aboolutolY 110 lnoll~>atlon to roduco tbeoo 
oxpe11dituru. On tho other hand be hao rocontl~ giTOn Hove.rd 
Hllntor oo• indication that tho uUmatoo of appropriation• to 
be tllb•ittod to Consroos for VPJ. would oxcood tbo ootiaatoo for 
thil purpo oa incllldod in the 1942 :sudgot. Mr. S.ltb had tollcod 
to tho Prot1olo11t about thh and vbllo tba Prot1d011t o&id that 
ht had not co-i ttod biaoal!, bo adattttd that ho and llw>tor 
did teU: about throe tlgnroo, -17, $1,150,000,000, $1,250,000,000 
and $1,350,000,000, all of which oxcoo4 tba Bwlgot ooUaateo of 
ono billlo11 dollaro. Smith thought that tho oot1aato wonld nol1-
t\l&ll1 go up and voul4 be oouwboro arolll1d $900,000,000 and a 
billion dollaro , He tho~t that ooao &&TiD«• aist>t be M<lo in 
CCC &114 liU b~ tho Bu4sot oett111g up add1tl011&1 l'9oorToo, but bo 
did not tblnl< thh vonld be an¥ lar~ aao\lllt, I aolco4 hi• if bo 
voul4 booltate to rocoomel14 to the Prooidont an appropriation of 
$500,000,000 tor VPA in 1942. Ho aald ~oo. that bo would boo1 tate 
and that bo 4i4 not tool be could do lt , 

Ye tho11 diocuooe4 at ••~• length tho peroo111litioo ii1V01Yo4 
i11 tho T&riouo prograao borein reforrt4 to. It io apparent that 
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!1M -ft\ai'J ... -.! Ulil JllftOtOI' lt lie 11M -

\lao ·-"" orter *loll lie 11&4 ooat ..,.,. to \lie hool4oa\ '" 

woto aco. ooUlac "" • C.,l\&1 ,..,.. Coa\nl ~''"· 111o 

Dtno\or •14 lie 11&4 -• U u4 ao llo>Wac u to ooo -.M\IIer 

u oolll4 lie -~ la wUil - of Ulil otller ooa'-la\M ou-

u .. orten, .-It •• Ulil -u ... ol'ter oa ooo-o wrtan, 1 

I'Oloot Ulil c-oUoa ao to ...,., nlaU• \lien h •- - -· 

a. oal4 lie UoftP\ \beT tatlal\o~ Uof. t•\ller, 1 oal4 1 tllncto\ 

\lao Capl\ol hKa o.-1\- taflal\a~ Mlaap4 \o \Ito !Nafti'J 

wbenao 1 llo4- tnll\ Un\ \Ito r.ou .. of o-o wrtan, 

fM loon\&17 ... oal4 \!lot lie ao\o4 Ulil :Dli'OOMI' \o 

- tbat U wo hh I'Oopoaollll1U7 \o oolloo\ \lie """....., aa4 

raloo \Ito 'faot uout ot -7 aooooaai'J \o tl- tile taflol\ 

aad Ito C01114 aot allow ~ o•to14a \lao fnafti'J \o ••­

ooa\1'01 own Ulil -l\ol ...... to ao loac ao Ulil otllor wo hlo 

nopoaollllll\7, 1t Ill', laltll llo4 la alof. pv.\UJIC tlllo roopoul­

blli\7- plaoo eloo, lie W'814 Uke to bow alloat U oo \Ito\ 

be could tab \Ito M\\or "'I wUil \Ito Prooltaa\, Wo la41ooto4 

to Ili a \Ito\ U.. fnafti'J lla4 aa4aaftl'o4 to pt oa \Ito Capl\al 

Pwldo ~uoo npro-\a\lno troa Ulil orpalaaUou whloll oro 

4af1al\o~ latoi'Ootod la tlllo Mttor, -~. tllo ,.....,1'7, tllo 

htal'al ....... loal'4 aa4 \lie loov1Uoo aa4 •x•h'op eo-looloa, 

Ill', laltll oal4 \loa\ U M7 - oat \loa\ WTo Rt Ito 

llopo4 U.. looi'O\ai'J wolll4 approolato hlo pool\loa, ... .,.u.,. 
ortan ue -., troa Oftl'7 dlnoUoa to oo\ "'I tlolo oo.U\\oo 

&ad , ... , -Uoo, aa4 tllo7 ...... ooa t '" hla, Ito .. _,, '" 

\1'7 to ltl'lac - ol'ter nt ot \lie ol\ ... uoa. !M\ lo wba\ Ito 

h \1'7l11C to do, lnat Ito tlado U rotllor dlttlftl\ - tlaOo to 

ploaoo Ofti'J'IIof.T la n, adlac \lleoo ol'tero to \Ito ProoltaaU 

lie oald be ao t-al~ -ro, ...,.... .. , ot Ulil fi'O&fti'T ' o proltl• 

&ad woal4 oortal~ 'bear n la ala4 lo. U7 ooaol4oraUoa of \llooa 

ol'4ere. 

~. Ill'. laltll _. J.aanac - ao ..... tol'7 oal4 be oppnola\ot 

\be fruit talk \lle7 lla4 lla4 aa4 lu>po4 tllo7 oout 4o U • - • _. 

oo \!let t~ta7 Oft14 koop ..... otllu a4Yloo4 ot vllot •• Plac oa la 

Waohlactoa aa4 how \lle7 ooal4 holp •• aaotllar vltll \llolr roi)IOoUft 

proltl••· 
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TREASURY DEPARTMENT 

DAft 1lq 13, 19&]. 

Seoretar,r Korgenthau 

Herbert Keril.lat 

HEARINGS O'F 1D.IS m> JOWlS CCIIIII'l'TKI 
'l'uud!{, Ky 18, 19&1 

Duncan queati.CIJIAid at leucth witJMuea l'llggeati.ag 

that a III.Iluf&cturer'• exche, rat~r than a retail .U.a 

tax, on jnelr,r be t.poaed. Be ,raal'bd tbat tu c~t­

tee prcbablJ would fiDd it naceaaar,r t o mpo11 eaae tax 

on jewelr.r. 

Kore testt.oDJ opposing increaael in tobacco taxea, 

partioularlr on cigare, was well reoeiTed. Robertson a• 

usual showed etrong opposition to tobaooo tax increases. 

Buck 1a the onlr .-her showing openlr an inolination to 

faTor auoh inoreaaea. 

'l'he hearings aeell to be in the dolclraaa. Doughten 

tries to hurr,r the proceeding• along aa J111Ch aa possible. 

01111 fin or eix ..-here heard tu l aat two witneuee t his 

morning. One of thea wu attacld.Dg the Stu proposal to 

put aeoond- olasa mail on a •paring baeie.• Dingell favor• 

increased poatage for newapapera and per iodicals now reoeiv-

ing Special OODCIIIiOnlo 

/ 
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H.K.Jr: 

Operator: 

Cordell 
Hull: 

H.K.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

a: 

Hello. 

~ l), 19~1 
9:2) •••• 

Secretary Hull oom1ng on. 

Henry? 

Good aorning. 

I underatand that one ot your aen put 
out - apeved out all tnat atutt tor Drew 
Pearaon and Allen yeaterday aorning. 

No, tbat'e not true. 

Vell, I get it Yery direct. Pearaon 
told that to a man in my Department ao 
be eaya. 

Vell, I'll - before you get excited you'd 
better l et me find out beoauee I'm -
well, I'd bet 99¢ to a dollar •••.•. 

Vall, you'll tind out - it you don't mind 
you'll find out that certain tellowe 1D 
your Department - I can gueae at tllee but 
I'll not - vent to Robert Allen and eold 
tills atutt to llla. 

Vall, I ' ll call up but Juat atay cala 
until I tind out beoauae •••••• 

Vell, I nell you would beoauee I 'a not 
going to eay vbat I tlllnlt. 

Well, don't . Don't. 

Yeah. 

211 
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'l'llE DAILY 
WASHINGTON XIRRI~OO-ROUND 

WASB1NGTON, D.C. 

The Seoretar, ot the Treaaur, 
Mr. Henry Morgenthau 
Treaeury Depertment 
Waetungton, • c. 
Deer Mr. Seoretar,: 

inoloeed is a carbon oopy or a latter to 
Mr. Hull. 

It ooourred to •• that it 111ight be a good 
idea tor me to hold up delivery or th1e letter 
until you had read it, so that it you had any 
ohangee to suggeet I could make them. I will 
call Mre. Klotz early Wednesday morning and un­
leee I hear !rom you or her to th~ contrary, I 
will deliver the letter by 10 a. m. 

9inoere1y youre, 

OP/b 1•1 Drew Pearson 
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fill IIOI'Itar)' Ot IU U 
lr. Cordell Hull 
Inti ~parcaen\ 
llaebington , D. 0, 

Dill' •. r. h ore\&1'11 

I learn troe leere\&1'1 •oraen~u that he 1e auotl 
upee\ onr \be e\Ol'J publhbe4 ln our ool1111n on .. , 12 re-

1•1'41111 \be ctuiiUon ot treedna Axla tunde in \be UDUe4 
tun, and \bat ea.e ctUIIUon hal been ftlte4 ae to wllnber 

thla 1t01'1 or111na \14 troa \be fi'MIUI'1 Depai'CIIent, 

Ot oouraa, ae JOU know 1\ 11 41tt1oul\ t or a nawapapar 
aan \0 l'eYeal hla lleWI I OUI'Oel, bu\ I aa able 1n \ble Gale 
to g1n JOU 117 word \ba\ \be 1ntoi'MUon regar41na thh par­
t1oular e\01'1 414 no\ ooae troa \be fl'aaiUI'J al\her 41reo\lJ 
or 1nd1reo\lJ, Aa a M\ter ot tao\, \he or1,1nal 111to .... uoa 
oollta1ne4 ln \ he ltOI'J oaae troa )lr , Allen, baY1ftl been 111 
tu111 c!ur1ng \be preoedlftl w11k. ••· Allen •~~~anted that I 
411ouee \be .. uer at t he 8\ah ~par\alll\ wblob I 41d wUb 
one ottlo1al , Be 4eol1ne4 \0 ooaaen\ ezoep\ ~' be 414 1n­
tora •• that be euapao,e4 117 1nto .... t1on oaae troa \be freaaurr. 
I wae unable \0 4enJ or oont1ra hll euep1o1on baoauae a\ tba\ 
u .. I d1d not know. 

11noe that Uaa I ban aeke4 )lr, Allen repr41na \be 
IOUI'OI ot \be e\01'1 and be bae \014 •• euoUJ where 1\ -
troa, !be aouroe, I oan enure Jou, we no\ •••n ••otelJ 
OOIIneote4 W1\b \be tl'eaeUI'J• 

)lr, All en or I would be dellgb\14 t o oall upon rou at 
1111 tlae lt JOU eo 4ee1re to anawer a nJ tur\hel' quee\1ona ae 
tar ae 1e e\hloallJ poll1bll. 

Yti'J e1noerelJ J OUre, 
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Washington Daily 

Me rry -Go 

ll•t l'llbh1ct Spht 

A11 this t-.rrte \0 a htt~d ~~ 
f'11 .:n•• mr~ltnJ 1a.,t \'Cf'<, 
n,~ n~cn'lbtra ;r.·trt ,·l!::orous In 
11111111" thiU ax\11 f\11\d~ b4!! 
fu111t<n, '11lt)' "''ere: 

Mtt:l,t11U')' of lilt Tr~uur)' 
M•ll tnth.lt.\1 

&>C"rtlary of wu Stimson. 
f'M'tttar)' o r the Nax)' Knox. 
.MI.Orllt')' Orntlal Jaekll()n. 
t'fflc>tan· of the Jnkrlot Jcl:ts. 
ll1t" ai;'Ut'd thMt 11 • a& U-4'• 

.1121941 

Round 

TWo \'tr7' !n~tr!IUnt .-pl--odn 
otr-ur-rf'd dunna th(' Hou~ af 
Reprc3tntath"r~ dt'bate on the 
bill empo'liotntllt tt1r Prt11dtnt 
to take uu•r 1dle ro rthln niH· 
ch1111~ llhl ~•:o~ In U. S. luu1)1)••· 
'l'h1•\ Jl.t.VI' A Ull\(jlll' !!lAIIt ~n 
LlndiJI'IT,h 1111\l W illkll", 

H1' 1 "'''""~""' •:l11 dudu~ t1•fl 
I. t-'rtrt.lnw Juc\a fu nd11 v.outd "I"'" h ,,r :w.·J'IIPJJY Hr~o~rr.,.·nt~~o• 

I! IH• Gl'tm11nv an t'Xr\l"t' t~ "' .. a .. uuu·r Jlli1111~>un uf 1"C'x~~o~. 
II'Udholr autn~t Amrnun ""'"" •.• ,.,.1!f'IJ l..lmiU..·nrll •·' •n 
p r(loi)CIIV In Of"rm•n'' 0\lt.,.r 111p~llH'I. ·"' IIIN1lMoll vJ Uml 
~old,. rnrH~'nrl• I hAl ('1 f'rm.•n\" .,..,,;, 10 ll.ll.tne U•~ R~.,ubhr.'llll 
~11 .tn •h•a - "'tn~ •lrh JJCWgl cwnc~ broke tow ~uel 
Ammr•n Plflflflh an,••)', • .,pt&\OM. Dtmotr'a\1~ •lek u:· 
and th•t On n•anl ba• mort Jn&!ni!'d $11.-m. 
po!'UI)f"fl) l\1 knf' Ill lhf' tJ..8 A Quk'.t tu a fluh. Jot\DIOG 
\han .... ha•~ In GMmao) .' .tbot.a.ted:- .. 1 ... nt 11M' rerord to 
Tn• r, .,. nul m . 1 u-al a'll• tl\oW lha~ thU. •Wl.a\U'f' came 
tl\OTic"f Ul Am,.rl(an bern'-•· from tbe .ft,rpU:bJk•o aid•.'" 
m••t Of 1\ 1w\ln · bn.o o.ft:l~ 'Tbf- Rf"put.lkatl aNwtt wu a 
tt'd """' 11•o In ~''""" NX" ioUdf't burn or aPJilauv 
111rld burf'an dra•f'r• A bttl~ l&W't' Jttprt>vnta t h • 

3. Thn-e b 1.0 dthnnr t\ idtrl(',. John M.teormadt, Dtmocraue 
thllt O rrm a rn '" wJnc tun& noor ltadc-r, taudtd Wend•ll 
for PIOIMUnd• Of !1110\trAIVt Wlllklt U a '"mAn ..-hO h.U 
a~II\'\UU In I h .. U 8 A ah~O hlm.MU 10 be •n OU~· 
R~Ja ·dlllll tht" litoUt"t pu111t, At. at•r,dlOJ' AJIH!rlt:an ." Tbe tn. 

h•rnt)' OtrH•r~&l Jaclno n f'On- ~lno: Dtq;oc;ratk: JJdt broke Into• 
h·nd~ 11\tl tilt! Hnandal lrtll\4- ,-. .. rlthn.o.lr.ll~k applaWit'. 
•• tlons vi Or~rman compar\lt'A Hut nu~ " hlltld wu tlappd 
In the u .s A, •ho\rld h a \'t btoen by I! a.1nKle.o l{epub11c1ln, n O\ .... m 
Tt'l(hterord ttUltl Cht'tlk td IUI\1 lllltL by Hei)J't"M!O\Ilth'e J()lo Martln, 
Thht t.•n btl doOt undt'r U1~ 1av.·• U.Q.t'. lloot' lf'Art.J ~&nd n1an.11.11n 
f(u' ht.,.th\tc fun,h. lie ~l!l.lf'CIII IIY uf Mr', W 1UirJe'11 earnpfl.lln. -
f'Oillt'll\1!\ U\Jll lhe tltmndal , ._, ''"'Holcl.l 1~u. tor "'~'•"•d r'••tllu 
thillorll uf lllfl Ot'llnlll Alllt'tl<'l&ll ,. ... ,~ ... r I I 
J:k•.ud of ·rradt! in Ntw York 
,.Jutuld bt- rr~l~h·lt'd •Till~ b 
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i(r. t·o ... , J co.rrled to Secretary's 

... t111o. t.niu 100rn1n&. 

1111 . JOLIT • 
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