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i!lioJr : 

Nalt~r 
Ste,.art : 

HII,Jr: 

: : 
Ef.·.V r: 

S: 

:"1-.Jr: 

S: 

.lJ.:Jr: 

S : 

H!.Jr: 

5: 

?!1-lJr: 

5 : 

!-!MJr: 

S: 

HII.Jr : 

Aueust 5, 1941 
8 : 5 a . m. 

Ar e you looking for nPN '•o r lds t o conouer? 

( Leu~he) I ' m now At r uLgl l ng wi th a cold , 
ae a mRtte r or fact, and my '"Or lds e r e pr e tty 
smell . 

A cole? 

·:~n. t!lat doe en' t !".el -o me any . 

«hll t have you {O t on "•our mlnd? 

'.iell , I' \'e been - I've go t two thi ngs on 
my ml no. I' m going to h8ve to ~ake a state­
ment on taxe s bef or e the Senate ei t her Frl dPy­
thi s F'rlda y - or next Hondny • . . . . 

Ye£. 

.. • • . en<! t he o t her t hing is , t hey wa nt me 
to come U1' and t est i f y on Henderson ' s ~rl ce 
bill. .... 

Oh. Yeah . 

•••. . e_nd on both thingt' , I wanted "JOU.r help. 

Yeah . 

See? 

Yee . 

du t if you ' ve got a col~ •. .. • 

I ' ve hac it abou t thr ee or four days , Henr y . 
I t ' s one of those summer colds . 

Yeah. 

2 
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S: 

H!~Jr: 

r :.:Jr: 

:r?.Jr: 

=. 

~:: '.J r: 

i!~ .Jr: 

S: 

;:_ J r : 

~ : 

C o 
~ · 

~: 

- ? -

3u t - end I 1 v e r eally - "'ell , ho>· eoon would 
you l ike m~ t~ come 6own? 

::ell , if - I ' m eohe6ulPd t o t estify befor e 
the Sen~te ei ther t his Friday - it ' ll moet 
likely be Frid3y: and betor~ Banking and 
Currency ln t he HousP , Thursda;t . 

So , you ... .. 

Th\.i.recc:· or thl F wee~ o r n •xt? 

Thle . 

Oh . 

I only f"Ot 8 crll at nin.- o ' clock l t>s t ni ght . 

Ch, I see . I wp o think i nr- I mi ght get do1m 
e n Thur tda;l 1f I ooul t bP or any nel n . 

<lo , t :r«>t ' d be too lote. 

Ch. ~ell , I tel l you . I' m Juet i n the o i oe t 
c f this t hing , 11nd I' m l r obPbly a t;,_od e )r eader 
of 1 t as well 8 e 8 eu t ferer f r om 1 t . 

·; ean . . :ell , wn1' don' t you do thle , :,sl t, 1f 
.IO'J woiOl.:! . Ir you had t o talk about i n!"lr t1on, 
·•ha t : o .::o t-:: :tee., fro"' coint; lt, you s~e? 

If ;tot.: Jotted do••n 8 ! e1· tning~ i n :>~nell -
i f you do n ' t wan t to e end i t t o me , if you ' d 
cell :r.e U':> on tnP ·lhonP and tell me . 

Gooo Lord. 

···ha t? 

Voo O LorU. I ~..-o• tl ~n I t ltn0 '\1 ·.d':.A t t o eo . It I 6 
o ctuAlly 8 :natvr or t Pll<1nc; fro•: t !'le oo1nt o r 
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!!l·!Jr: 

S: 

:f.·!Jr : 

S: 

HV.Jr: 

S: 

fll!Jr: 

S: 

H~Jr: 

S: 

~!!Jr: 

i-C 'J r : 

S: 

?i!-!J r: 

$ : 

- 3 -

view >'hlch you ha ve t o t alk, 1en 1 t it? 

Yeah. 

·,.hi ch l E r eally you r •~hol e Tr easur:' -:orogr ern. 

::eeh. 

Your r eel de f ense lieP 'thn t you 're doi ng 
evorythin~ you can to etlmulete the money 
'< i tho•Jt using the bank & • 

.\ell , ~i~k about 1 t . It you ' ve got eny 
1c!ees , cell :lle , •:111 you? 

All r 1ght . RiGht, I wlll. 

H ll y-:;~u? TodAy? 

I will. 

I' m so r r y :tou ' re not reeling ·•el l. 

·::e!l , l t ' s one of th eee t emoor e r y thlr:gs , 
but 111ser eble •·hUe you 1 ve got 1 t. 

iHgnt. 

iilght. 

Ckey . 

All r ight, :!enr ::. 

Thank you. 

Good- bye . 

• 
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August 5, 1941 
9:00 a .m. 

5 ..... 

RE PRICE CONTROL LEGISLATION 

Present: 

II. U.Jr : 

Foley: 

O' Connell: 

r'oley : 

0' Connel.l: 

Bell : 

':/bite : 

ll.IJ. Jr: 

Bell : 

J.fr . Bell 
J.fr . Sullivan 
!Jr. ·:!bite 
!Jr. O' Connell 
llr. Foley 
Yr. L6ggett 
W.ss J.lichener 
~s. Klotz 
!Jr. Kuhn 
!Jr . C-aston 

~ome of these bills sometimes have summaries. 
Has this got a SUJlllllary or not? 

No, that will be in the Committee report , Mr. 
Secretary. 

I can make a sw:ma ry. 

You can summarize it. 

SUre. 

I c!on' t know whether your shop has done acything 
on it yet or not, Harry. 

Yes, they have begun. L6n called me yesterday 
and thought that there might be a possibi lity 
that you might be called and he asked us to begin 
to prepare something. 

Well, Den, do you think I ought to do it or 
not? 

Well , it is going to be a hard load this week. 
I hate to see you do it this week with this 
tex hearing on. I should think you ought to 

• 
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H. 11. Jr : 

Bell: 

H.U. Jr: 

Dell : 

Sullivan : 

H.M. Jr: 

Sullivan : 

H.!l. Jr : 

Sullivan: 

H. JJ. Jr : 

Sullivan: 

- 2 -

do it if you get it over next week, 

\'fell , I had a lousy night on account of this, 
I couldn' t sleep. 

I am afraid of the field they are goi ng to 
get into. I think the,y are going to cover the 
whole monetary 9ueation. I don't see how you 
can get out of 1t if they ask you to come, It 
is the President ' s program, 

Well, I can get out of it by s111ing what I 
have got to say, that I am going to say in connec­
tion with the tax bill, I don't want to say it 
twice, It is just a question of which is the 
most effective place to say it. 

There isn' t so much i n there, 

Quite a lot. 

~lli~t do you think? 

I woul d vote reluctantly no, I think it is 
a close decision, 

Reluctantly? 

Yes. Just e.s Dan said 

Not to go? 

That is right . As Dan said, if you could go 
over MOnday or Tuesday and follow up what you 
had said before the Senate Finance, t hat woul d 
be one thing, but I think that from your point 
of view, from the point of view of the immed­
iate needs of the country, I think the t hing 
we are going to do before SenAte Finance 
is of more importance than the other, They 
are going to get into a ter rific fight over 

6 
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li . JJ.Jr: 

W'hi te : 

t hi:; 
al so 
want 

- 3 -

price cont rol bill, I think, and there is 
the question of the extent to which you 
to get int o that wrangle. 

Well, of course, what is his name , last night, 
Henderson, he was very compl imentary. He said 
I am the first man that has had t he nerve to 
say anythln~ about cotton and this agricultural 
block, It was most helpful to him. lie .anted 
to thank me for whnt I snid, He said he had 
been unable to r-et support out of ;·:ickard. 
'.'/ickard talked 'big in Cabinet, but he doesn •t 
talk bi g publicly. Henderson :;as very comnli­
mentary lnst night. or course, thE> t r;as soft 
soap to get me to go up there. 1."1hat do you 
think, Harry'Z 

I think it i s an extremely important bill , and 
I certainly think that the TreaSU!"/ Department 
has a very vital interest in the question of 
inflntion, and I don ' t see, despite the fact 
that it is short notice, and despite the fact 
t hat it i s a hard weieht, I don't see ho;v in the 
first place you can, or in the second place 
you shoul d, avoid going up there and presenting 
your position. '.'Je have tvto days. Today is 
'.'lednesda;r. \'!e have today and Thursda;r. I am 
prett;r sure that we could make something up 
that would be satisfactory. It isn ' t so much 
a question of r,etting a polished statement 
as it is of hammer in£ a;vn;r at c. fel7 points 
11hose grounds ;rou have covered numerous times, 
and it won' t be very difficult for ;rou to 
agree. There are , ho11ever - I think Dan is 
right . There are, however, possibilitie s that 
there will be a groat llllLI'cy' ramifications on 
this, that they vlill ask you e. lot of questions 
on monetar;r matters, but I don' t think you can 
dodge them. I think ;rou can handle t hem, and 
I don 't t hink you have any ohoioe. 

7 
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Bell : 

White : 

Fol ey: 

O' Connell 

Foley : 

'.'lhite : 

H.1!. Jr : 

\'/hi te : 

- 4 -

!le can handle them. 'fhe thin~;~ that worries me 
is the time element . '.'lith th1s other thing 
on our minds now until Friday, if we put it 
off until MOnday or Tuesday of next week I 
think it r1ould be better. 

!.!aybe you could get the Committee to put it off 
until next ~Veek. 

I don' t see why it can't go over until next 
week. They can't get that bill out this week. 
Leon was supposed to r.o on yesterday. 

Yes, but he got a postponement until today, 
and it seems to me that there shouldn' t be 
much difficul ty about arranging to have your 
time deferred. 

(Mr.Kuhn entered tho conference) . 

I would simply tell them that you have got to 
go down on Friday and you have got a full sche­
dule and zou would be deliehted to go down 
1!onday. They will be sittlng on it all next 
week, I think. They won ' t get this bill out. 

I ~;ree. I think they are going to be on this 
biii a long time. It i s an extreoely important 
bill . 

I very hastily read Eccles ' article, and if he 
goes on, I don' t think it leaves much for me to 
say, if he cover s the same thing. 

There are two answers to that , Mr. Secretary. 
In the f irst pl ace, nobody has very much that 
is new to say on this problem. It has been 
written about , talked about, in a thousand 
places and for at least twenty years by hundreds 
of economists. There may be a litt le idea here 
and there. The importance lies in the fact that 

8 
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H. t'. Jr : 

Klotz : 

H.::. Jr : 

- 5 -

you say certain thin~s , A, and B, in the way 
it is phrP.sed, and the courage with which you 
can make certain statements . That is where 
the impor tance lies. I think rarely does any 
man say anything ner1 before those hearin~s, 
and I don' t think that matters at all in this 
connection. 

\'Jhat do you think? 

I a~ree ~ith ~arry. I think you can' t help but 
&<> • Definitely. 

".'fell, let me just ~ay this : You sey there is 
nothin~ new. There is one thinb that has been 
mentioned anu it c~~e out of your shop, Foley, 
I think, if I am ~oinc to do it, and I am seeing 
a man at 9 :15 and v1e r1ill continue this at 
9:30, you see , instead of hnvi~ the regular 
9:30. ·::e will continue this meeting. You can 
adjourn into Bell ' s room and kind of thresh this 
out between 9:15 and 0 :30, because there is one 
way thc.t I 11ould kind of like to approach this 
thing, because I think they have all done"it in 
entirely too hi ghbror: a ':IBy , anc! that is this : 
I am groping a litt le bit. I say, I think you 
could get t he thin~ . '."!e either have it or vre can 
~et it. I ~ould l1ke to put the picture up 
this >~ay, that 17c are spcndinl:; - I don't kno01 
the technical lan~ua~e - let's saJ eighty-:ive 
or ninety million doflnrs 1v!lich normall;r would 
flow into the pockets of the people. I mean, 
t hat figure is the money that we pay them. 
And they normally could turn around and buy 
wi th that money eighty or ninety million 
dollars ' worth of merchandise . But instead 
or that, t wenty, thirty, or forty , million 
dollars of that is put into non-productive -
or ~ather non- consumer zoo ls, because it goes 
into ·;;ar onte~ials . Therefore , with this ext ra 
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'1/hi te : 

!i.!J.Jr : 

.'1hl te : 

!l. tl . Jr : 

- 6 -

amount of purchasing power there are a number 
of things that you can do and of course :putting 
a ceiling on the price is simply tighte~ng 
dorl!l the valve, the amount of steam that wants 
to go through the valve, but you are still going 
to have your hundred million pounds of pressure. 
lfo11, you can tighten that thing do1m so that 
only eighty per cent of that steam ITi.ll flovr 
through the valve, but you still have got -
that is one way of doing it . I mean, you choke 
dovm this thing and only so much can flow throueJ:I 
but tho pressure is still there. That is your 
artificial - that is putting on JOUr ceiling. 

The other "ay is a thing 11hich I haven't heard 
people talk about. I don't see why - the 9ues­
tion of increasing the production, if poss1ble, 
in non-competitive things. I mean, there are 
certain thinr,s which you can let peopl e buy. 

That would be something new. 

·:lbat? 

That is something that hasn' t been stressed • 

I put it this ;·;ay: There is a hundred and ten 
pounds of steam pressure which has developed. 
It is ~oing t hrough the pipe . Henderson comes 
along and chokes this pipe dovm and says, "I will 
only let eighty per cent of that flow through." 
'.'/e can take some of it up in Defense Bonds and 
a certain amount of it in taxes. This man Shoup 
is supnosed to be making a study on this thing. 
I havo'been unable to get anything out of him 
on this. But the twelve Dil lion unemployed 
people which are still in this country and the 
seven million bales of cotton in our warehouses, 
those things could be manufactured into things 
that people could buy. 

i O 
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I would love to see you stress that, and that 
would be something new, 

That they could buy and just tightening down this 
valve doesn' t solve anfthing. It doesn't solve 
arvthing. 

• 
(Ur. Daggett entered the conference) . 

And it won't work, because your boiler is going 
to blo" up. That is what is going to happen, 
because we are pourinz this pressure in and un­
less you use the methods that our good friend 
Randolph Burgess r efers to in Germ&n7 with 
admiration, by using the OGPU and everything 
else, you can't do this thing. I would like to 
talk to you some more about it, and I made some 
notes here. I think the best illustration I 
!mow, if you want to say, on the other hand, 
what is happenil).g to prices, is our St. Louis 
house. I haven t seen that in a long time. 
You know those figures? 

Yes, yes. 

I l'f!'ote those things last nipt. Everyboey 
talks about this same thing 1s havpenin~ that 
has happened in thirty- four to th1rty- s1x, but 
they don't tell us what happened from thirty­
six to forty. I would like to see what happened 
from thirty- six to forty, and then what happened 
afterwar ds as a result , It was in twenty, 
wasn't it, that the big collapse came, particular­
ly to agricultural commodities, as I re.member it. 

lio'll, these are some of the things I l'II'ote down. 
That i s the kind of thing I am thinking about 
that we are going to do . 

Are you (Do.ggett) familiar with this whole 
cotton deal, of the seven million bal es, how 

1.1 

• 
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much of it is thirtl- throe or thirty-four 
cotton, what could be sold and what can' t? 

Yes, ·.ve have the date on each crop. 

And are you familiar with the lezislation on 
the Hill? 

In a general r~ay , I nm not exactly familiar 
with --

~ell , it r~ouldn't take you ve~ long, would it? 

tlo. 

I know the present legislative situation on that , 
There is a bill in Conzress which has passed 
the Senate •t.hich prohibits the Secretary of 
A~riculture from selling 8nl more cotton until 
tne Congress should chanr,e t hat law. That has 
passed the Senate. 

Dan, who sits 11ith you on this so-called Treasury 
committee on inflation, this weekly meeting? 

Oh, there are a number of people around, Joe 
O'Connell, Har ry ·,',bite, and Coe did, 

'.'lho is not in thi s room that sits with you? 

r.eorge Haas and He~ 15.!rpby. 

George is sick, isn' t he? 

Yes , I understand so , 

Henry l.h.trphy and some of 1'111 boys down the line 
here and Viner and Stewart whenever they are 
here , 

'llell, let's think it over. I need fifteen 
minutes now. You mieht ask J.lr . llirphy to come 
in. 
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Yes , I w:>s going to sur,•·est thnt, !Jr. Secre­
tary. 

Don ' t you 11ant to eo i n your room and kind of 
talk it over? 

Be glad to. 

And then ·.,e 11ill hit it aeain at !1 :30. 

Hadn't I better check 11ith the Senate Finance 
to cake sure there h~ s been no change in the Fri­
da;r date? 

That 11ould be important . I think that if I 
17·•s going to appear before Senator George on 
Friday and blew the 11hole 1vorks on Thursday, 
he would r esent it , Don' t you think so , Joe? 

Yes, I do, I think there shoul d be a spread 
and I see no reason wlcy we can ' t get it. I 
would think thnt next !.!onday or Tuesday coul d 
be very readily arrangeu rather than to have it 

You would also ~et the benefit o; the reaction 
of wh~t these men say. This is a big thing, 

That is ri~t. I think it is terribly impor­
tant, ~. ::secrct ·· ry. 

If you say ~omcthing like that and dwell on 
that - if you say saaething of that character 
in addition to oth r things, I don ' t mean that 
alone , but if thoro is emphasis placed on the 
necessit y for increased production, on the un­
employment , on the surplus stocks on hand, on 
tho surplus stocks t hnt can be acquired in 
various countries as a means of droppin[ the 
price , you will have been the fi r st im!'?rtant 
person to make any such stntement , and 1n my 
opinion that is one of the moct important parts, 
because that i s tlto neglected part, and the other , 
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as you suggest, "ill be limited in its scope , • 
and l eads-to all kinds of difficulties, so that \ 
I t hink it will be very worth your while going 
if that one portion of your message gets across . 
It will be extremely worth while. Nobody has 
stressed or mentioned that except some New 
Deal economists. 

(Ur. Gaston entered the conference) . 

·.vell , let's adjourn until 9:30 and if those 
of you - al l of you come back at that tioe, 
and Herbert, Bel l will tell you what this meeting 
11as about . 

Right. 

And if you will all come back at 9:30. 
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August 5, 1941 
9:40 a.m. 

1.5 

RE PRICE COOTROL LEGISLATIOO 

Present : 

H.M.Jr: 

Blough: 

li.M.Jr: 

i',hite: 

H.IJ.Jr: 

7.'hite: 

H.::. Jr: 

White: 

Bell: 

Mr. Blough 
Mr . Bell 
Mr. Gaston 
1!r. Foley 
Miss W.chener 
Mr. White 
}(r, Murphy 
Mr. Daggett 
J.!r . Sullivan 
lJr . 0' Connell 
1!r. Edward 
!Jr. Bernstein 
l.lrs . Klotz 

\There is Roy? 

Right here, sir . 

Vfuo isn't here who coul d be of any use? 

I have a man who might be of sane use . 

\'iho? 

!Jr. Bernstein . 

\'/ell , bring him in the next time. Want him in 
now? 

If you are going to spend any time on it, yes. 
He has written a couple of books and is a 
former professor in the Universi ty of North 
Carolina. 

We have just been talking about any questions that 
might be raised and it was indicated quite clearly 
that it should be put off until next week, because 
we have no data . It will take some time to type 
a stat~ent and we think you ought to prepare it 
and that it ought to be a very strong statement . 

• 
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You might even want to comment on some provisions 
of the bill. The bill has a special provision on 
agricultural :prices, if you want to say anything 
on that, and 1t certainly ought to be discussed, 

I was wondering if v1e should get Viner back , He 
has gone to Canada t his lTeek. 

Harry l.'hi te was goi ng Thursday. 

But it doesn ' t matter i f I don' t go, 

\'/ell - -

If I don't go, he ought to go. One of us ought 
to go. 

Vvb.ere would you ra thor be? 

The proper answer to that i s where I would be most 
hel pful . 

\'/ell, t he answer is here . 

16 

Well, isn't the first t hine to do -- I think 
socebodJ ought to be there nben Henderson testifies . 
That is nunber one . I t hink that ought to be 
O' Connell . 

'.'le have already thought of that . 

George Eddy, 1mo will report to us -- make a very 
careful report on what is said, will be there, but 
the lar~ers can also have a man there . There are 
a number of legal questions . 

You don 't mind if there is a lawyer there? 

No, no, they will be t here anyway, so I might as 
well be gracious about i t . (Laughter) 

Have you (Sull ivan) f ound out from George? 
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Yes, sir. I talked with the clerk. He says 
he thinks there is no question but what v1e 
will go on Friday morning. If it devel ops in 
t he executive sessions Wednesday or Thursday 
t hat they can' t get through Thursday night, 
then they will postpone it until Monday, he 
thinks . There is no doubt about our going on 
Friday. 

I think we can tell George I have got this 
other thing and I would like to get this over 
rnth. I talked t o him once myself . 

I think he would be willin~ to postpone it . 

Postpone what? I would like t o do it Friday. 

Oh, I see what you mean . 

I would like to do it Friday. I wn prac tically 
ready now. 

I think it would be better to do t his and I 
don 't think that r epeating the ideas, that even 
sane of the language of the stateoent used 
before the Senate Finance will detract from 
its effectiveness when you testify on the other . 

17 

(Mr . Edward Bernstein entered the conference) . 

Have you got any ideas, Herbert? 

I think this thing ought to be postponed as 
much as we can . 

Well, l et' s do this. Let ' s leave things this 
way, that you can get in touch with George and 
say I am very anxious t o do this Friday in view 
of this other request, you see . 

Yes, sir . 
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And then O'Connell, you go up on the Hill 
and tell -- speak to Henry Steagall, you 
see, and say I have had this, does he really 
want me. I am not anxious to come, but if 
he want s me I will come, and I think the 
thing to do would be to say that I will be 
ready, say, Tuesday. Thnt will give me a 
chance over t he weekend to hash the thing out, 
and on llonday, you see, It gives me a chance 
to see the Sunday papers and pick up the 
criticisms . I am willing to do i t . 

Wouldn' t you want to put it on t he basis of 
t his Senat e Finance Coomit tee hearing, t hat 
you are just swamped getting r eady for that? 

Yes . Well, that is t he point. \'iell now, Lliss 
J.!ichener, that stuff I have asked you to get , 
that is started? 

Yes , 

And Harry, you are not in on this tax statement, 
are you? 

No, sir. 

Vlliat? You have got an invitation to be here at 
nine o'clock tomorrow oorning. 

Roy sent ~ae a copy this morning. 

I have asked these people to be here at nine 
t omorrow morning. Incidentally, Roswell will 
be here tomorrow at nine, llagill . I spoke to 
him to come dorm . lie will spend the da;r with 
us tomorrow on our t ax bill . 

Are you going to try to get Stewart? 

\':e can ' t , he is sick, Just so we keep these 
tl7o things going, boll are - you (J.!ichener) are 

18 
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going to do this part this morning? 

Yes , 

And Harry, who can start working on this tax 
stuff, this thing in your office? 

Ur. Bernstei n will be here , May I make a 
suggestion? 

Yes . 

\"lith resvect to that, I don It knoll when they 
will beglD, but very soon &fter they begin I 
suggest that !Jr . JJurphy and Ur. Daggett and 
Mr. Bernstein make a preliminary draft, reserving 
Kuhn for later to renord it, but let them begin 
on it and then the rest of us can work on 
that before it comes to you, so there will be 
tno stages before it comes to you. 

That is right. 

They can work on the preliminary and in a day 
or so they may have something ready for the 
rest of us to go over . 

Well, Henry, this is the thought, the 'lf8Y I 
feel about the thing. We have got something 
like a hundred million pounds of pressure and 
we have only got maybe seventy or eighty million 
dol lars worth of goods t hat t hese people can 
buy. Just turning this valve down and saying 
we are going to cut down this pressure is a 
very artificial way and the chances are your 
boiler is going ~o blow up . Another way to 
approach this would be to find new methods and 
new ways of creating new goods for these people 
to buy, you see, and if the things that we used 
before -- there are still twelve million un­
employed. There are an av;ful lot of things 
those people could do outside of defense to 

19 
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make goods for people to buy and use money. 
All of our ingenuity has been going into 
things to kill buying, but under the present 
conditions very few people have been thinking 
of hovt to produce goods which do not come in 
ccmpeti t i on, 

Just for example, I asked - - Let's take glass, 
for instance, as an example. As far as I 
can find out, I can't find anything that goes 
into glass that is used for munitions and 
there are all kinds of things that you could 
make out of glass, including clothing, dresses, 
all kinds of things . People could be ~ut to 
work -- I mean, they make regular fabr1cs out 
of glass . Uaybe some of you people have these 
glass belts on, There are all k1nds of things 
which can be made . 

They are not glass , You can see throu~ them, 
but they are not gl ass . Just through £he belt . 
(Laughter) 

But that is t he idea . 

He is so silly. 

I am glad ~hen he is silly. It means he is 
feeling good . Anyway, that is the idea. You 
can do just so much in taxes, so much through 
mopping up, through Defense Savings Bonds, and 
so much through artificial price ceilings and 
the rest is, liow much can you do by creating 
new goods, using up the seven million bales 
of Daggett's cotton and the wheat. Now, for 
instance, just take -- I knOTt that at the end 
of last year 1 s harvest there were four hundred 
fifty mill ion bushels of wheat in storage in 
Canada and every bin was full and I have no 
idea what they are going to do 1'11 t h this year ' s 
crop and still the price of dairy feed in the 

20 
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East has gone up at least twenty-five 
percent . 

On the other hand they have got four 
hundred f i fty million bushel s of wheat 
which, if you just ground it up and fed 
it as chicken feed, the agent for t he 
Grain Federation tells me it would bring 
it up to sixty dollars a ton . Eggs is 
really one of the scarce thin~s . Here you 
have got all of this wheat wh1ch is one of 
the pr incipal things that goes i nto chicken 
feed rotting up in Canada . The whole thing 
doesn't make sense. 

This bill that O' Connell referred to on 
freezing the cotton also freezes wheat . 

Talking in the r oom her e, the ansrter is 
that the farmers just can ' t be harping on 
this thing. 

I would like t o see you man with a draft at , 
say, t hree o' clocl: \',ednesday. 

I presume that they may ask you whet her you 
favor the bill or not, among the msny CJUestions, 
so I presume that the lawyers will go thr ough 
the b1ll . There are a number of points here 
which I gather they may either a~rove or 
strongl y disapprove, so there ou t to be 
that l egal analysis of the bil l hat ought to 
be incorporated into the statacent. 

\'I ell, if I could get that to take home with me 
toni~t, Ed, analysis of t he bill . Do you 
t hinK your people could do that? 

Sure. '.'iell, that will only be a factual 
analysis . That won 't be \'that !larry is t alking 
about . 
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I don't mean a summary of the bill . I mean 
an evaluation of the legal -- there are very 
important --

They can do that. There are enough lawyers . 

Well, I don't think you want what Harry is 
talking about, 

~ell, that is why I mentioned it. I didn't 
think he did. 

Dave GinsberK is ~oing to appear before the 
committee and he 1s going to explain the bill 
and the legal technicalities in the bill, and 
it seems to me you want to confine your 
discussion to the broad principles . 

But all I want from you is a simple explanation. 

Yes, a factual analysis , section by section, 
of what t he bill does, what it provides, 

But I think there might be certain i>aragraphs 
in the bill nhich ought to be expla1ned to 
the Secretary and see whether or not he ought 
to take a position on them. 

That is right. 

Such as that agricultural stuff . 

Well, I could study that tonight , the bill . 
Now, I am not doubling up on my people, am I, 
because that still leaves Ferdie and Blough 
free . Anybody want to volunteer any advice? 
I would like to have it. 

Thank you all. 
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Bello. 

Auguet 5, 19~1 
10:10 a . m. 

I eaw the etateaent in the paper tbie aorning 
that JOU ga•e out at the preee oonterenoe 
JeeterdaJ, and I think 1t wae okay. 

It waen't too etitt, wae it? 

No, No. I 1m fett1ng ready to let looee acme­
thing. I don t know whether I'll do it at 
m7 preee oonterence toaorrow or the epeeoh 
down i n Georgia next week. 

I eee. 

Down there where they grow the ootton. 

Yeah. 

Now I wanted to pursue the thing I talked 
to you about atter Cabinet meeting, and that 
wae getting together with Mr. McDougal, who 
ie eoonoaio ad?iaer to Bruce, the Australian 
IUnieter ••••• 

Yeah. 

••••• who' e here on a wheat oonterence matter 
and who'• •er7 auch intereeted in thie 
nutrition in democraoiee. 

Yeah. 

I wonder it you could ooae over Thursday 
tor lunch, and we'd ha•e Mr. McDougal, -ybe 
eoae othere here in the Departaent who are 
i ntereeted i n tbie thing and you aigbt bring 
along eoaebod1 who aight be intereeted. 

!low, that' • on wheat? 

On wheat. No no. It haen't anything to do 
with wheat. it•e on better nutrition tor 

-
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people in deaoorao7, and 1~'• looking a~ 1~ 
troa the long tiae approach aa .to how we .. , 
aake d .. oorao7 aean a bet~er ted people. 

Oh. 

And 1t'• etteot upon ~he preeent oontliot 
and upon the peace tha~ UJ be wri~ten atur 
~he oontliot 1 e oYer. 

Sure, I 11l oo.e oYer. 

ror Thureda7? 

Sure. 

How about oo.tng oYer about twelYe-th1rtJ 
eo we can haYe a good long lunoh? 

No, I - I can't - I aean, it JOU don't alnd, 
I eort ot - would one o ' olook be too late 
t or JOu? 

No. One o'olook. 

Yeah. 

Row, who would JOU like to bring along? 

Well, let ae think that oYer, and I'll haYe 
to ••• who • •••• 

We1l, I thought we oupt no~ ge~ the bunch 
too large, but I thought .a,be JOU 1d want 
to bring two ••••• 

Ro • 

• • • • • along, wh7 that would be tine. 

Are JOU going to haYe that - JOUr nutrition 
woun there' 

Min StanleJ' 

lCee. 

• 
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I hadn't thought ot 1t , no. 

She'e awtul good. 

I know ahe 1a. She ' • Juet aplend1d. 

Yeah. 

I'm hoping that I can get her to help LaGuardia 
a lot 1n ••.•• 

I aean, v1ll aha be thara7 

Vall, I could baYe her ooae. 

And - I haYe nobodJ - the other person 1e 
M1aa - oh, th1e woaan troa North Carolina 
who 1 e w1 th OPM. 

Oh, yes. Miee Elliott. 

Yes. 

Uh huh. Well, I tell you. I'll aee - at 
least, I'll try to keep the orovd down •.•.• 

Well, I 4 on 1 t bring anybodf. 

No. Well, but I'd rather you would bring 
one or two. 

But we baYe nobodY hera that' e up on that. 

Well, but don't you ba•e people that are 
interested in good nutrition and good t ood 
tor peoplet 

Oh, yee. 

Well, bring one or two along. 

All right; but I mean, I Juet - okay. 

(Laughs ) All right, Henry. 

I mean- vall, we Juat- tbat 1 1 outside ot 
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our t1eld, that 1 6 all. 

No, but th1e 18 eoaeth1ng that 1e eYerybody'e 
t1eld; and I know you ' d haYe an 1ntereet 1n 
1t and I didn't know whether • • • •• 

Well, I'm Yery auoh 1ntereeted, but ae I eay -
anyway, I' ll be there and 1t I oan think ot 
somebody, I'll br1ng thea. 

All r1ght . 

Thank you. 

You bet. 
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27 

-,c; LATIN Al&RICAN STABILIZATIO!l OPERATIO!IS 

Present : 

H. L:. Jr : 

Bell : 

!I. !.!. Jr : 

Bell : 

JJr . Cochran 
1!r. ','/hi t o 
1fr. Bell 
l.lr , Bernstein 

Docs your daily sbtement show the receipts 
of these now tax notes separately? 

Yes, sir , They show every day. 

You ha7en ' t zot a daily 3tatement? 

No , I haven't. I can get one in a minute. 
It won't show up for a f en days because t here 
is a Ja g, you see, coming in from the Federal 
Reserve Banks . 

There are a fe;1 questions of policy on Mexico 
and Columbia that we would like to get settled 
before we go any further in conferring wi. th 
their representatives, '.'/e are t;oing to ho.ve 
a conference this morning at eleven thirty 
1vith the l!exican representative, He has a ten­
tative copy of an agree!llllnt and he will ;-1ant to 
discuss the various points in that a~eement . 
They asked originally for thirty million dollars 
to bo loaned to them. He apparentl;r didn 't 
understa.nd the way the Stabilization Fund works, 
that it was a credit rather t han a loan or a 
stabilization operation, so he SllJS t het the 

-

• 
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r~ay t his :•:orks, thnt they will have t o keep 
the r eserve of twenty per cent against it 
so that it rtould only be an et.recti ve credit of 
twenty- two and a half million, so in order t o 
get an eff ective credit of thi rty million, 
he has got to have a forty million dol l ar 
stabi lization o~eration, and do you see any 
objection to go1ng to forty? 

I suppose we would have gi ven i t to them i f they 
had asked for it in the first place. 

llo one had told CIC before that ne were going 
to do one , 

Yes, I asked you some weeks ago if we shoul d go 
ahead and confer with these peopl e and you 
sai d, ''Yes, go ahead," and t hnt you wer e in 
favor of the policy of enterinz into a st abi l ­
i zat i on operation wi th these countri es . I 
asked you that very definitely one day. 

Yes, I can ver i fy that . 

Harry ~ould do that . 

·:lell, Dan was reluctant to go ahead and you said 
that that vms all ri~t, and I think you woul d be 
interested in knowing that t he Stat e Department 
feels that thi s i s an essential co~onent of 
a larger pro~ro.m of quid pro quo which they pre­
sumably - nh1ch includes a se t : l ement on the oil 
i ssue, on the l and i ssue. 

But I think the Secret nry ought to know that the 
funds 11hich we do put in are t he funds that 
they carry. They 3ay this coe~es out of one 
reserve and this repl eni shes the f irst reserve . 

The funds t hat r.e supply pays f or the dor.n 

• 
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payment an their settlmnent and to take care of 
machinery and so on to increase their pr oduction, 

Well, that is, in part, t!erle. 

Those are the parts they split up. 

This is a cushion and they say they night not 
even use the credit, but it is there t o draw 
upon in case they really need it , 

You are going on the assumption that they 
v1ould use it, 

Well, if they made the payment s they will take 
our funds , which this would replace . 

Not necessarily, he didn 't say that . 

Well, I mean the whole story shows that, to my 
mind, 

Aren 't these the facts of the case, that the 
settlement will involve a settlement on oil -
1vill involve a payment of, they think, twelve 
million dollars during the next year and of it 
they have same seventy-five million dollars of 
gold, of uhi ch I think there is thirtJ-five or 
forty mil lion that is excess . 

They wi ll make that payment , That means that 
they will have t hirteen million dollars less 
than they would have had if they didn 1 t make the 
payment . 

The fact that you are extending the opportunity to 
undertake stabilization operations f or forty-five 
million dollars no more means that they are 
paying it with this than t he fact that you 
extend any credit to any country means that 
they are using that money for any payment. 
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I am at a .strong disadvantage because I don' t 
kno1·1 the .::'acts. Now, let me just put it 
this way. As to principles involved, should wo 
do something to help Mexico? Tite answer is 
yes. 

Now, you fellows are arguinc about somethin~ 
and I just don' t know the facts. Has anybody 
writt en up what this proposal is so I can read 
it? 

Yes. 

'.'.'hat do you have to have a yes or no on? 

Well, I think on the two points that Dan is goinc 
to raise today, I think wo ought to have a yes 
anS1'ter . 

·.\'ell, now, just before we go, let's do the thing 
which is most pressinc. Has '.'lelle s concluded 
a trade t reaty? The way the paper reads you 
would think he has concluded one with Russia. 
Do you know where that is standing? 

'!he lihole thin?. is quoted in t he press. The;r 
have said nothing to me about it. 

The Ambassador said to me ;resterday that the 
proclamation covering the trnde treaty r.ould be 
dated the sixth of August. The notes themselves 
which were announced yesterdq 11ould be dated 
the second of August • 

.'/ell , do they or do they not include the gol d? 

They wtlllt ed that infoi'IIUltion from you so that 
they could go ahead rtlth that yesterday. 

Uonde;r they r.e 1•e goin& to sign the document. 

30 
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But you (Cochran) have been handling that 
for me . 

3!. 

I r ave them the report yesterday nnd henrd nothing 
from them after that , On Saturday, vmen I t alked 
with Henderson --

Uon' t you think ne can sit ti(tht? In vie11 of 
your le. st talk with them? 

You mean by sittinz tiP,ht , go ahead and do 
t he exchanzc? 

Oh , r:ait, absolutely, yes . 

:.e don' t have to call up again, 

No. 

I em wai t i ng to hear f rom Welles. 

That is riCJtt . But I shoul dn ' t go ahead 
rdth the exchange - -

I hLve no intention of doing it. 

No01, l.:exico next , 

I was just tellinr; you t he.t they had asked fo r 
thirty, and no71 they we.nt forty because of the 
tzpe of the operation, and they will have to 
mamtain a twenty- five per cent reserve, 

And you feel - -

I think i f t hey had a sked for forty in the f irst 
place , that i s probably 11hat .ve would have been 
consi derinr. rather than the thirty. I don't 
see that it makes much di f fe ·ence one way or the 
other, 

• 
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I think they have a very excellent case for 
raising that to forty in the light of our re­
quirements. 

32 

Now, wait a second, Harry. I take it Bell is will­
ing to go along with forty, is that right? 

Yes, 

I thought he turned to me, 

Oh, I just meant that you were arguing when it 
was unnecessary. 

No, no . 

Am I talking loud enough? 

For me , yes. 

'!fell, now, Dan, what do you want me to say 
yes or no on right now? 

The forty million is one item. 

And you think that is all right? 

Yes, sir. 

Well, let's see what else you have got because 
I am agreeing to an agreement that I haven' t 
even read, 

That is right . You are agreeing to the main 
points of the policy. 

All right, what is the other point? 

The other is, we have had in the agreements that 
we have heretofore concluded a thirty-day 
re-purchase clause , 7ihat is it, Bernie, state 
it, will you? 

• 
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They have got to b'U1 back theJesos which 
we bu;y from them thirty days ter we give them 
notice to that effect. 

3 3 

Bell: We did that in Argentina and China, and the 
Argentine has objected to it rather strenuously. 

ll .l~ . Jr: 

Bell : 

Ylhi te: 

Mexico says that this doesn't work in their case, 
that they have to maintain the foreign exchange 
to t he full extent of their purchase - your purchases 
of pesos, and they want it out, and they are 
arguing rather strenuously for it. now, they 
would like to be free from a re-purchase obliga-
tion for at least one year. VIe had the same 
argument strenuously with Prebisch of Argentina 
and we told him he would have to rely on the 
good faith of the United States, and that we 
would not demand the re-purchase unless something 
happened down t here that you had to protect your­
self. 

V4lat do you recomnend? 

I reall r don't know. I am inclined to think that 
if I were in the refresentative of Mexico's 
place, I wouldn't SlgJI an agreement with that 
thirtr-da.y re-purchase clause. I think he has 
got a lot on his side, but nevertheless we have 
got it in all the other agreements. What do 
rou think, Harry? 

I am in agreement that the L!exican situation is 
sufficientlr different so that it warrants our 
departure from our previous course and ~iving 
them the comfromise from what they orig1nally 
asked, and g1ving them an arrangement wherebr 
we wouldn 1 t ask them for that thirty dars 
until after one rear, which I think would --

• 
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!Jell : Of course you wouldn' t , MYhow, 

Jl , JJ. Jr : Gentlemen, I don ' t r;i ve a damn, I£ you are 
goin& to give this - all of these things - I 
mean, l et me get off the detai l a minute, 
Could somebo~ give me a thumb-nai l sketch, 
r1hat is this thing? I don ' t want to t i e up for 
a coufle of days until I ~et around to i t . 
I ;1on t heve another chance. Can somebody give 
me a thunb-nail $ketch, and I will tell you 
whether I agree >7ith the thing, and ;rou boys 
can -ive me the details. You arc doing it back­
ward, 

Jernstein : Tite agreement is in tho usual form. You agree 
to pur chase up to forty million dollars ' Tiorth 
of pesos as they call on you for itl and they 
a~ree to re-purcha$e tho~c pesos , lhe agreement 
now provides that MY time after you give 
them thirty days ' notice - -

1!.!.:. Jr : You are tnlkinp; about pesos? 

3ern~tein : L:e>:ican pesos, 

!!. :'. Jr : Pesos, not dollars? 

Bernstein: You give thee dollars, ~. Secretary. 

::. ::. Jr : ::'orty nillion dollars? 

Jcrnstein: And you ~et from them forty million dollars ' ·.1orth 
of Uexican pesos, and the agreement is that 
the:[ will rebcy from you those pesos upon your 
t;iVlng them the notice , whether it is thirty 
days ' noti ce or one year ' s notice , 

... :.:. Jr : .'lbat a:'e they coinc to do 11ith those pesos? 

Ecrn~tein : 1hcy are ~:;oin~ to uee the dollars i'or the pur­
oose of s tabilizin~ the cxchan~e value of the 
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peso i n terms of the dollar, That i s the 
usual cl ause i n th~t respect . Of course , 
it permits them ther•c fo e to use t he dollars 
for all t heir purposes of fore i gn exchange, 

Do they keep any balances hero , any GQld here? 

They a~e of the impression th3t they may not 
resort to any of this. I nm a little bit 
skeptical about th t , but they ri~ht now have 
a substantial exce ss reserve by v1rtue of a 
fli5ht of capital, movement of capital back 
to ~exico , They think that this nill help to 
keep t:,.at capit:ll there because it will 
s tren~then their posi tion. 

Have they cot any ::;old in lfe•:r York? 

Yes, they have somo . I c!on 1 t kno;·; exactly ho-:r nruch • 
I think they have got twenty million dollars. 

!>on, nhat does - vrhat denl hns the State Depart­
ment eot on, do you kno11? 

I knoc: sone o:: them, I don 1 t l:norr all of them, 

:Jo ;'ou ::mo7: then, l~er lo? 

::ell , the;r hnvo this settlecent of the oil, 
oettle~nt of the a~arian claims. They are 
supuosed to be nccotiatin~ a co~ercial ezree­
ment . ~e;r nre ~ettinc a settlement of the 
di ffi culties over •::ator ri c-hts. I think 
those are the main thin.,.s . 

Ever l'thi n" tho.t hns been i n controversy for the 
past· thir t;r years, I {;Uoss, is t i ed up in this 
a~cement . It is an over- all n-reenent, an 
econoMic a:reemcnt . 

··:ell, non, nho do ;rou - -;rho tells us about this , 
;rou see? 
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Collado. 

He sits in on our conference . 

I t hink you might mention the Export -Import 
Bank angle. 

They have been r equested to make a loan. They 
asked for sixty --

Fifteen Dillion dollars a year for four years 
for highway construction, chiefly. 

This loe.n of ours , has it any terminal 
facilities? 

\'fell, it would have t he year with thirty days 
notice . It could be revol ving after that but 
i t also provides that nine months from non, 
approximately, there will be another conference, 
so that you could either --

\"lho have you people been seeing here from 
L!exico? 

They have a special representative, Uonteros, 
whom they sent up for this purpose. I think 
that at this point, if you find these two 
provisions, which are the only ones I believe 
there is disagreement on here, if you find it 
satisfactory I think that the Finance ~~nister 
ought to come up and that again , as in the 
past, the fact that they give you their word 
on the proper handling of that I think means 
a great deal and I think he ought to come up 
at that point . 

Vl'hy not try to get him up here next ~ednesday? 

But he didn' t l'l&llt to come up until they were 
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sure they 1~uld have some success because he 
didn 't want to go back as a failure . 

He shouldn ' t come until the Secretary finds 
this acceptable. 

That is right. 

I mean we don ' t want him to come up and put 
pressure on t he silver and so on. 

I understand t he State Deparbnent wants to do 
this whole thing simultaneousl y with the other 
agreenent. 

Because you see, the original idea of theirs, 
Ur, Secretary, vtas that they should deposit 
dollars hero and get interest from us and then 
at the end of five years any balance that they 
owe us, they would pay either in silver at a 
fixed ratio or pay through ~venty year bonds 
and so on . 

\'I ell, they didn' t really think they would get 
that . 

\'/ell, I mean the idea is that it is a long term 
proposition. 1'/e can say that is out but --

Well no11, Dan, I am willing to say, as far as 
t he principles are concerned, go ahead, 

Then if we find that we have to give in on the 
thirty days i t is all right with you? 

Yes, but I would like to have this cleaned up 
before t he fifteenth, when I go away. 

I t hink we will have to consult the State 
Departcent and see how it ties in with that and 
it may be necessary to delay it until after you 

'>'J . , . 

' I 
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OOIIID bnok , 

Lot ' a olonn l L 11p. 

\Vall , thnt 111 onG pn t•L ol' .I L. 

You toll tho ~:t11Ln llopn t· Lmonl lhnl I oan 
ollhOI' ilo ll b.,f il l'll tho f1tt6n•)lh ot• not 
untll 11£to1' JAbo t• On,y nnil T woul.l hllh'h tll·ofot• 
t o do IL lho flf toenl.h , 

All rlr,ht , )low, Lh" oil'"'' )'lllnl I n olOI1unol1on 
nl th tho lloxlo11nn woultl h" 11 ~ltlo n~r""'mant 
Ol' oxoluUJgo of lolLot•il , •rh .. y wu nlo•l to - :filii 
to nr.roo t o buy nll vot• nl 11 J'l'lon nlllll•lnnl \1.! ly 
in oxoo110 o f tho IIU\I'kut pt'l na nt11l llu; .11 ff~>l' ot Hia 
botwoon lho mrll'kol )11'1 n11 ttnol whn l you pllld 
lhom fo1• l l would hll u nntl l'tw unl\ tmnl rlfltaua& 
pur ponnn In 1.\oxloo. \'In tl.l' IHIII I'~d lltl'nW Lhnt 
out , 'rhoy wnnlotl Lo lutVOI 11 ft J)nul ri a Jll'l ll a btu1 
wo on td no on Lhn L, 

llMnuoo T would llk6 l tl tlt·np ll.n jot·lot! , I w .. u\11 
like to bop;ln to clt·op lluulll ll lfi ,),.WJt l u 
nboul thir t y oonla , '' onul n tultllll. , ilhlll w.a 
r.o t tt down to thl 1·ly noulln . 

!low what lhoy woulol llk" to lu• Vn you olll Ia 
n1:roo to buy t ho e 11 vu1· l'•·oJuo tl tm lu l.!axl oo 
for 11 porlod . Thoy woulol llk" to t ... v., ll rot• 
o. yonr . The louv.ut 1111 ltnVn .. vor nlllll o'n•l ln lll 
4n neroomon t hM hoon llo l1·ly olh;n . 

J rt ill. toll yuu , l~•n t I hill'" l lont t!Cttttahotly It; 
r.ol.ng t o an~ 1110 11bou "I lv~•· on ou o of 1.lt6~6 
~ootlnv.n , you noo ll•o•ou~ft 1 w1 ~nlnv. La Rh'J 
J ollll 'l sou twy ,.(,ytnu ot· , . .,.,Htlu l li ~ub~tlllzlne 
11tlv~•· in t ho lint tori :l l••l~n "t tloln ll.tne nr1•l -­
ll 1. :~ lnoxc:un••hlo Auol J jut~l h'lf•" tf,lil ellUIIIIJillly 
ta r,olng to t:~ok £16 . Tlt"r" In ur, t.~llrll 6:tfJtl811 
for 'Uihl llolln art'J r1Litot· u•,u-dllfiiufi<> II.""' tw•1 

. . .. ' 
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that as far as I am concerned I wish they 
would just take and strike out all silver 
legislation. I don't want to get tied up with 
l!exico. 

\'/ell, this won ' t tie you up, llr. Secretary. 

But I don 't want to recognize silver -­

Beyond the thirty days? 

llo. 

Uould you be willing to enter into the agree­
ment you had before t o buy in thirty days so 
many ounces? 

Like the Canadian? 

Sure. 

How is that going t o affect the price of silver 
on the New York market, if we take say, six 
and a half million ounces a month from Uexico? 

Well, we fix the price. 

There isn't much silver any place else besides 
Canada and Uexi co . 

There is enough coming in, oore coming in than 
it had - than it needs for dooestic purposes 
and your purchases of foreign silver can be 
dependent on what the market does and I don't -
there is a possibility that the price might 
stiffen and might even rise, in which case I 
would be in favor of it and I don't know that 
there is anything o~~osed to decreasing our 
purchases, makin~ aaother arrang8111ent or even 
re-selling. Can t we re-sell foreign silver? 

::, j 

Regraded Unclassified



H.t:.Jr: 

H.:.:. Jr: 

Cochran : 

ilerns tein: 

li .:.:.Jr: 

Bernstein: 

n.:.:. Jr? 

v.hi te : 

Bernstein : 

'•'hi te : 

Bell : 

~.1ute: 

HJ.:.Jr: 

- 14 -

Ilo. Every ounce of silver that is used in 
trade in the United States is foreign silver . 

Well, they have to pay seventy- one cents , 

I hope somebody is going to ask me a question 
on that . I can get somebody to ask me the 
question and if they say, "How do you f eel, " 
I "rlill say, "It is no more important than 
a non-defense highway at this time . " 

The carket es such - -

There is no additional labor . 

\'lha t doesn' t? 

The production of silver . 

You are 11l'ong. 

Oh, there are some pure silver cines, not very 
many. llost of them are by-products . 

The ordinary silver mine where silver is a 
by-product of other metals --

.'.'hat they should do right now, is money they 
take to subsidize silver they should take to 
subsidize copper, which they need very, very 
badly. i':e have got a shortage of copper and 
an excess of silver . 

That 11oul d increase your borrowing and this 
other doesn 't. 

You could give copper certificates . 

You don 't have copper certi ficates . 

'.':ell, an11vay, I want to hit it one of these 

10 
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days . 

V/ell
1 

that is the answer . If you are not 
wilhng to enter into an agreement beyond the 
thirty days --

Tho. t is the ansv1er. 

I a.m inclined to go along with that, but even 
then that oight result in a rising ~rice in 
the ~rket because our purchases this year to 
date through the f irst seven months were thirty 
million ounces as c01:1pared Tli th eighty-four 
last year. 

Say it again • 

ile have ~urchased through the month of July 
thirty rrullion eight hundred ounces . 

Just for the month? 

No, for the seven months, and thirty million 
eight hundred thousand. 

As against? 

Eighty-four million, one hundred sixty- three 
thousand. tlow, the L!exican production ~er 
month is around five million ounces, tihile 
r.e are only purchasing four and a half, and 
if they wanted to sell us their whole production 
for one month they eight ro.ise the price if 
they held that off the mo.rket because the 
llexican silver going on to the mrket no\'/ is 
the ~rincipal source of industr ial silver. A 
cons1derable amount has even been exported 
abroad !rOLl here to Java and to E)lgl and and 
other countries for coining purposes . 

It is very simple . All you offer them is 
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thirty-five cents and then if they get thirty­
five and a quarter cents on the market they 
sell it on the market. 

And if I begin to drop it a cent a month --

You can control the price of silver. The market 
may offer more, but the minute the market 
offers the sliehtest spread it doesn't go to 
you, it goes to the market . You agree to buy 
if t hey offer but they won ' t offer to you if 
there is a higher price in the market. 

But through your contract, you arc the one 
that is raising the market. 

If you uant to • 

I &JJI willing to give them a month to month deal . 
\'.'hat else? 

That is all on ~exico. I don ' t think Colombia 
presents much of a problem. They have asked 
for three million dollars and we don ' t know 
whether r.e might get by with less or not . 
l'ie have also got the thirty day agreeJlent in 
there and they haven' t raised any objection 
to it. 

How much do they Vlan t ? 

Three million . They are also getting twelve 
million and have gotten the agreement for twelve 
cillion from the Export- Import Dank. I don 't 
think there is any question of policy there 
that we need worry about. 

If l.:exico gets that one year clause, will you 
r1ant to offer it to Co:Jombia just so as to have 
uniformity? 

I don 't see why 11e have to treat all the 
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countries alike. 

I don't know of any more questions on that, 
do you? 

No • 

4.3 

• 

Regraded Unclassified



August 5, 1941 
10:45 a .m. 

RE AID TO BRITAnl 

Present : 

Bell : 

H.U. Jr: 

Bell : 

H.:'. Jr : 

\'.hi te: 

H .~.Jr: 

'.'.hl te: 

Bell : 

·.ihite : 

Cochran : 

Bell : 

R.L!.Jr: 

Bell: 

Mr. Bell 
J.!r . Cochran 
Mr. \'/hi te 
J.lr . Bernstein 

On the British meeting this afternoon, we 
have got an agenda and the only question is 
whether you ought to bring up the deferment 
of pa~1nents due France . 

Oh, no . 

\';en, they want to decide it and they are 
keeping after it. 

l'fuat do they want --

Yes . You could give them ninety million dollars 
and that is the easiest way to give it to them. 

Give who? 

The British. 

It is about seventy- eight million dollars . 

I t hought it was eighty-five . 

Seventy- eight point nine . 

It is due to the French for those contracts 
that the British took over and they are paying 
them f rom month to month, you know, as they 
liquidate the contracts . 

The English are payin& the French? 

That is right . What they want to do is stop 

. ' 
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paying the French and they want our help 
by cancellin~ the license which we have 
given the - 1s it the Fed? - to take those 
payments over for account of the French, 

Yes . 

If we cancel that lioense1 then the British 
can 1 t pay the French and they use that u an 
excuse. At least it helps thsm for the moment. 

It is a simple operation. The British last 
year asked us for a license to make it possible 
for the British to pay the French through 
the Bank of Canada and at the British request 
we granted the license. Now they are in 
effect asking us to revoke the license and 
the State Departmant says it is all right. 

I don't like it, 

The State Department has passed on it, 

As a matter of fact, they have suspended payments 
acme weeks back, evan though they had the 
licanse. 

I don't like it. 

It would be the Treasury saying they could 
not pay it. 

Not the Treasury, but the State Department . 

Well, we are controlling the licanae. 

I think we are holding the bag, 

Gentlemen, I don't like it and it isn't kosher. 

If the State Department --

Harry, I don't want to do it. No•, i! the 
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English don't want to paf, let them with­
hold it, but I am not go1ng to --

Well, they have a legal argument and I don 't 
know how strong it is, but I think it ou~ht 
to be presented, Bernie , They say that 1f 
they pay - if they stop payin~, they are 
liable to suit . You explain 1t. 

Well, they are afraid of a lawsuit, a breach 
of contract lawsuit against the contractors 
if they don't pay for that merchandise unless 
we step in and say they are not allowed to 
pay, What we are doing is denying a license 
that is outstanding. 

I am sorry, I don't like it . You know, once 
in a whil e I make up my mind, not often . I 
don't like it, so I don't want to argue about 
it , 

It had probably better stay on the agenda 
because the British will ask you whether it 
is on the agenda or not, 

I will tell them I don't like it and I am 
not going to do it. 

There was the alternative of getting certain 
assurances from Priorities and Lease-Lend 
about taking care of those. 

I don ' t like it, 

There is one point that I remembered that I 
just - it just oame to my notice about a 
position which ~resuDiably you are taking 1vith 
respect to the 1nclusion under Lend-Lease 
of oaterial - of t110 hundred training planes 
manufactured in and bousht fran Canada. No11, 
I don't - I an a little at sea here . I didn ' t 
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feel that the Secretary, any time he has 
ever said - has said that he \oould want that 
to oome under Lend-Lease , These planes are 
made in Canada completely. They are sent to 
Great Britain and why they should come under 
our Lend-Lease - I didn' t think you agreed t o 
that. 

no. 
Well, Cochran notified Lend-Lease that they 
did. 

That is the memorandum that you (Bell) and I 
agreed on, 

1!r. Secretary, your record is pretty clear on 
that, I said the Secretary had just sort of 
intimated he thought it might come under that. 
I didn ' t go as strong as you did in your record. 

I have gone over the record too, because I 
was surprised when I first saw this. 

It is the same thing we looked up . 

Did I say a plane wholly manufactured in 
Canada --

I am only going on this memo . It is the first 
I knew about it . These are two hundred tra.ining 
planes --

\'lho wrote the memo? 

Cochran, 

4.7 

I wrote the memo. I t was while you were away 
and Mr . Bell can explain it better than I can, 
perhaps . \'/e haven't committed you on that at all. 

Well, according t o this, you have. 

• 
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Vlell, would you like to road it? 

It says you notified Bro1·m that that was the 
position that the Secretary took . 

Did I say posit ion or hope? 

Read it, Harry. 

I wouldn't want to read the whole of it. 

Read the last paragraph. 

"11r . Bell told IJr . Brown that when l!r . Clark 
t he Deputy Minister of Finance of Canada, had 
raised the question with Secretary llorgenthau 
on April 18, just two days before the HYde 
Park meeting, Secretary Uorgenthnu had expressed 
the strong hope that the Lend-Lease policy 
Vlould permit us to Lend-Lease to Great Britain 
articles which Canada is in a position to 
vroduce beyond her own needs . This would be 
ln addition to the American policy of purchasing 
for itself such products of Canada' s excess 
capacity. Ur. Bell pointed out to Mr. Brown 
t he dual advantages of the arrangement. • 

It is a hope . I still don ' t understana what 
we are all talk.ing about. I don't see how I 
could have said that if Canada makes, let ' s 
say, a million dollars worth of planes wholly 
within Canada, that lie should give - who do 'l'le 
give - do we give the money to England to pay 
Canada? 

We give it to England to pay Canada. Now, nry 
understanding was, and I thought I was present 
at all the meetings, nry understo.nding was that 
you were in favor of placing under Lend-Lease 
any caterials which we exported, motors, for 
example, if they went into the making or the 
planes but if t hey impor ted those motors from 

• 
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us, just that part of the plane . That was 
my understanding. 

The. t is the way I under a tand it . 

That was the original proposition that came 
un, llr . Secretary. That bad been settled 
saoetioe in advance . Then just ~70 days nrior 
to the Hyde Park meeting, l!r. Clerk and !.li- . 
Coyne 1;ere here and that point was raised 
tvrice and Llr. Clark repeated back to you that 
that was the understanding and it certainly 
is the Canadian understanding --

Have you searched these records? 

Yes, sir . 1'/e didn ' t quote them. J.:i.ss Chauncey 
let us see it and she was with us when Ur . Bell 
actually questioned it . 

Let me just review this Canadian thing. There 
is this very complicated arrangement. We told 
Canada that they could buy an extra hundred 
million dollars worth of goods here to offset 
the stuff that England is bu;ring there. !low, 
there is no argument about that, is there? 

Uo . 

llo, not e.t all. 

Then there is also the thing, that we are to 
try to buy in Canada everything that we can 
for our o1m defense purposes . 

Yes. 

And also to place any orders for ships in Canada 
that they can make for us , Is that right? 

That is right. 
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But as far as I have known - and if I have 
given that impression I didn't intend to . 

Bell : I thought the record was quite olear . I read 
it over on Friday or Saturday. 

H.L! .Jr: 

Cochran: 

!1.!.:. Jr: 

Bell : 

H.J.:.Jr: 

\','hi te : 

li .I.!.Jr: 

Well, I can change . 

Well, I mean now is the time that you should 
change if you are goi.ng to, because this is 
the first policy case they have up. 

\':ell, I wo. uld like to change now. I mean, 
certainly I would want to talk this thing over 
with Cox and with Hopkins and get their feel­
ings, but I don't believe -- you see, here 
is the thing. Canada has never wanted to -
they don ' t Lend-Lease anything from us, do 
they? 

And they don ' t want to, if they can keep out 
of it . 

That is their business . Now, when it comes 
to saying that all the goods that England 
buys in Canada, wholly made in Canada, that 
we should Lend-Lease that, I just can't see 
that. 

I don't think you would have m.ade any such 
thing. I would like to see the record on 
that . 'iie looked through the record. !Jay be 
these were the Secretary's records . 

I will say as of today, I certainly Ylant to 
withhold saying yes on that until Cox has got 
a chance t o look at it and Hopkins, because 
I greatly question the wisdom of that. 

Let ' s forget what I said. Let's say that you 
fellows are right. After all, I can have a 
second thought. 
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Surely. 

I am not breaking rny word, VIe haven' t fol'lll8.lly 
afreed to it, This is the first case, isn' t 
• ? l • 

Yes, this is the fir st case and the other day 
when Coyne was goint; away - may I read one 
paragraph? 

"In answer to my inqui ry as to how the Hyde 
Park arrangement was v1orking, Coyne stated 
that sales of Canadian products here were 
satisfactory , Only slow progress was being 
made on Lend-Leasing American component 
parts of Canadian raw materials , In this 
connection, he said that numerous Canadian con­
cerns had purchased well ahead and were still 
receiving aeliveries under these contracts. 
Furthermore, there was considerabl e buying for 
cash because of the neoessi ty !'or speed in 
obtaining deliveri es. Coyne added that some 
contracts are now being siened which would 
envisage the United States buying from Canada 
and Lend-Leasing to Great Britain. Co]ne 
retlinded me that J.!r . Hopkins had approved this 
idea after the Hfde Perk declaration and re­
called that the 1dea had received Secretary 
~orgenthau ' s approval before Hyde Park. " 

i'lell, r.e will have to go into it again. 

I mean, that is the impression they have . 

Could we stop now? l'le wi ll have to go into 
it again , 

5! 
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August S, 1941 
ll :lO a .m. 

-::; :.I D TO RU::>3IA 

Present : 

l! .!:.Jr : 

Co~r : 

H.:.:. Jr : 

Co;r: 

Mr. Cox 
llr. Coy 
Colonel Famonville 
JJr . Kamarck 
J.!rs , Klotz 

·.•Jell, I ju t mieht toll you 1':!1:1t ;rou ma.:1 or 
may not know, At lunch with the President 
~riday I told him that I had seen the Russians 
and I had seen Cox, and they were just gettint 
the run around, as n re oult of which I .. sked 
the Presi dent whether he rranted to br ing it up 
in Cabinet, so he Mid he would, and for for ty­
f i ve minut es he went to town in a nay I never 
beard him eo to tor:n before, He was terrifi c, 
lle said he didn ' t want to hear whRt 11as on 
order, he said he rranted to hear 11hat was on 
the rw.ter, He dircc t cJ all of his talk at 
Cr . Stimson, Of course this i s the President ' s 
business I am talkin~ about , but he really 
i7ent to to;m. .JO with th·~ t lecture tha t he 
delivered, then he said, "I llill bri~ ·:layne 
Co;r in. " liO'i7, ;:hat, if anything, can I do 
as an outsider? 

'.'.'ell, I r:ent over and had a talk with his 
secretary yesterday mornine. 

St i mson? 

Stimson ' s secreta~/ · And he fel t very much 
put out about the lecture thnt he felt he had 
received t oo, because t he requirements of the 
Russians have never been lllllde lmo1m - -
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Ji d he blame me? 

No, he did not . He didn ' t blame anyone in 
particular . lie said the President almost 
looked ri p;ht at him. But he said he felt 
very badl y because the requirements of the 
Russi an Government Jmd never been Jl'lllde known 
t o the ·;:ar Department, except some requirements 
for e.ircreft l':hich he..! boon trensmittcd to t he 
7/ar Department by t he Actillb Secretary of Ste.te, 
l.:r. '.'!elle s, r.ho had Jmd some conferences ·::i th 
Bob Lovett , and Lovett had kept the Secretary 
infor!iled about it. They kne~ nothin~ about 
any other requirement s unt i l just this nomine -
they repeated thi s stntcmcnt , Lovett and t he 
supnl y of f icer in the General Staff. They knew 
nothine about any othor requhements beyond 
P-40 ' s and the bombers . I don't know what t he 
baokc;round of that is, a~ to uhy they are not 
inforoed about it. I understand the requirements 
have been pending in pnrt for t~·:o or t hree 
or perhaps four weeks, and have been suppl emented 
from time t o tir,e. They nnnted to brln~ up the 
question this morninu of bombs, wasn't 1t? 

Yes, aircraft bombs. 

'."Jhich they hadn ' t even he•.rd about , t17enty­
five thousand. 

':lb. at i s the t rouble 1 Oscar, is i t ,·;i th us or 
is it ,·lith the r.u ss1ans? 

I •l on 't knov:. 

Or with the St a te Depar tment? 

One of the reasons- I am presumably just a 
lawyer fellow who ~ot in s f ter tr.at , but. I 
think Fanonvil l e can tell you what the hl story 
of t he thing ~as up t o that point . 

• 
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Of course I am doinr, something now I ~ore I 
would never do again after the fifteenth of 
!.!arch, 

Cox : You can 't keep out of it. 

ll.".' . Jr : But until Harry Hopkins gets back I will do 
what I can. 

Ya::-onville: 1lr . Secretary, if I may take up the stOI"J there, 
I cane east about the middle of July, I found 
that a list of r eouirements had been submitted 
b.7 the Soviet Ambassador and had been held in 
the State Department . 

11. t:. Jr : ·.'.'here were you? 

Famonville : I was in the Fourth A'I'm;! in San Franci sco. 
That is still my base , 

These requi rements had been submitted e.nd were 
being held in the Stnte Department . They r:e ~·e 
being acted on there by a special conmittee in 
the state Department . The comr.dttee nas aski~ 
various c~vernment a~encies beli eved to be 
concerned what action should be taken on them. 
The answers coming in from the various Govern­
ment coomissions and departments were almost 
unanirnousl;:r no, no, no, no, and no. It ';las 
fairly evident t ha t nothing could be obtained 
through coomittee action in the State ~part­
ment thd 110uld in any way satisfy the Ru5sians, 
Certainly thereafter C~nere.l Burns, I believe, 
saw the l>resident and possibly as a result of 
that meeting General Burr.s received a letter 
from the President directed to this ceneral 
effect, that he desired to concentrate in the 
Defense Ai d Reports Division, of IVP~ch General 
Burns is acting executive, I believe, matters 
concernin~ 3ussie.n supnlies, that the Pre sident 
desired ~ncral Burns to submit a list to him 
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immedi e.tely of items which could be made avail­
able at once , defining at once as being before 
October 1, and at a later date another list of 
items which could be made available ultimately, 
both from the requests submitted by the Russ­
ians, and of other items IThich from time to t ime 
anpeared necesse.ry to give them. General Burns 
dld submit that fi rs t list of items which could 
be made available immediately, and those items, 
in so far as possible , are nor; being worked 
upon by the various a~encies of the Government 
that ha\·e jurisdiction over them, and a re being 
prepared for shipment. 

The second list of items vthich can be made avail­
able after October 1 has not yet reached final 
for~, but i s in nearly final form. 

Coy: To whom di d he make that list available, Colonel? 

Famonville: To the Pre~ident . 

H.:.!. Jr : 

Coy : 

!:. , . Jr : 

Cox : 

J:.~ . Jr : 

Cox : 

Coy : 

I s this a ne~ story to you? 

Yes, it i s. 

Is it new to you? 

Yes. 

I thou1;ht i t ~·1as. Neither of you heard this 
before? 

No. 

t!o, and the General in char7e of suup~, 
on the General Staff, docsn t know tins. If 
he does know it , he is very ood, I thou~t 
you mi:;ht lii:e to sec the oemorandwn I had from 
then. 
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The:·e are two things. Do you mind my just -
can you hold your thought? 

No, go ahead, 

'l\70 t hings I don't understand, One, why '.'/elles 
sort of held this thing nne sort of fe l t that 
he was the contact man on war mater ials uncer 
Lend- Lease . Thetis number one . thing I don 't 
uncerst and. ·:,'hat? 

·.•Jell , I t hink --

That is just --

I can give you a rartial explanation of t hat , 
Originally t he;r d1dn' t want to --

I understand the Colonel i s assigned to Hop­
kins , isn ' t he? 

That i s rieht. 

So he i s part of the Hopkins shop. 

That is right . 

I don't uncerstand 11hy .'lell es holds this thing 
in hls hancs. 

I think ~<by he held i t, originally the thought 
was not to have any associ r tion with Lend­
Lease and therefore the Sta te Department got 
into it. 7/hen t hey got into it, they had neither 
the kno11ledf e nor t he admini strative staff to 
get any information which is at all adequate 
to meet the ob jective , Then the;r called Hop­
kins for hel p and he called me about it and 
asked me to speak t o r~neral Burns about help­
ins them out and still lettin~ t he State 
Departnent carry the ball . It ~as at that 
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point that the General got you (Famonville) 
pulled i n f r om the ".'lest Coast to do the. t 
ve~ job but still the State Department i s 
bol dine the jurisdiction, It wasn't until 
wit hin the l ast week that Welles apparentl y 
relieved himsel f of the jurisdict ion. 

Turned it over to Burns? 

tlo, he recommended a three-ma.n conmittee , 
consisting of Hopkins and in his absence, Burns, 
Purvis, and Oumansky, a~d then they named 
Famonville as the executive secretary on the 
co~ttee, But that only happened on Saturday. 

Famonville: Saturday afternoon. 

Cox : Last Saturday, you see, The committee was 
appointed, I think, on Friday, 

H.l.l. Jr : By - -

Cox: B./ the President, ':lelles \"lent to him and said, 
"I think we ought to have a committ ee" - Thurs­
day, I guess it was, 

Fanonville : I think perhaps it has a slightly loneer history 
than that, I r.as informed that the Presi dent 
himself in an intervier. 17ith Mr. Oumansky had 
sug~ested not a three can committee, but a 
three power commit tee . 

H . ~:. Jr: That is right. That is nhat Oumansky t old me. 
That is what he told me. 

Famonville: And that the President asked whe t hFr or not 
the Soviet Government was in a position to 
o.ppoint a member , and that withln a very few 
hours or days, Mr. Oumansky came back officially 
to Mr. Welles with his official designation by 
his Government , 

5? 
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That is right . 

As a member for the Soviet Union and that there­
after , the President appointed Mr. Hopkins 
as the American member of this three nati on 
committee , and that Mr. Furvis was appointed 
at a still later date, an;l that actin~ in his 
place during his absence, Mr. UOnnet is available. 

I gather from Burns that the original sugge s­
tion of the three man committee caoe from 
'.'/elles as a method --

Fn;.;onville: '.'/ell, that I don' t know. 

II .!J.Jr: i'/ell , no11, let me just get this thin~ straight. 
The President sends a written communi.cation to 
General Burns. 

Famonville : Yes, sir. 

I! .!.!.Jr: Prepared two lists, one to be ready before 
October 1, and one after, is that right? 

r~onville: Yes, sir . 

n . ~. Jr : The list of prior to October 1 has been prepared? 

F&.llonville : Yes, sir. 

H.l...Jr : Has he got written authority fo1• this, Burns, or 
just verbal? 

Fa.'llonville: That authority was transmitted in this way. 
'.Vhen the.t list \'IllS prepared it \'las banded to the 
President with a memorandum by J,U' . ·aelles. The 
memorandum said in substance, "Here is the l ist 
transmitted, which meets with my concurrence, 
with the exception of items 1 and 2," v;hich 
were respectively pursuit planes and bombers. 

H.!.!,Jr : ','lho objected to that? 

5d 
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Mr. ·.velles said this, that it met with his 
approval with the exception of those two items, 
"which I have under consideration nzy-sel£ at the 
present t ime . " 

Llr. Vlelles said tlw.t? 

J~ . ~ell s sa.id that; in other words, reserving 
jurisdiction over those two items to himself, 
The list as such, 11ith that cement, •·.ent to the 
President. It came back from the President, 
"S.H. O.K. F.D.R." 

"s. w. n 

I beg your pardon, "S,\'1, " , Sumner Welles, 
"O.K. , F. D.R. " Mr. Welles transmitted that to 
General Burns with a cover l etter in v.hich he said, 

"1\1 dear 'Jeneral Burns: I understand f rom the 
President's initials on the margin of this 
note that he approves the action recommended 
by you, which al so meets 1vith nzy- apvroval. . " 
Based on that, it was considered wntt en appro­
val, Action was then taken to accomplish \That 
the President desired, namely, to make shipoent 
of the items on that fir st list. 

I see. Well now, on that .list, did that touch 
the hundred and forty odd P-10's supposedly in 
crates in England? 

No that was a much later development. Mr. 
'Nelles 1 reservation in transmitting the list 
to the President asked that he be permitted 
t o handle the airplane situation. Now, for about 
a week aft er that I understand that he did say 
that he saw Mr. Lovett and perhaps saw others 
11ith reference to that , but anyway, at a sub­
sequent date, a fe~ days ago, I am informed 
that he relinquished his jurisdiction over the 
plane situation and left it to General Burns 
to handle. 
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Well, as it stands today, has Welles got anything 
to do with it other than that he sees Oumansky? 

It is ~ impression that his function is to 
state to the Soviet Ambassador the articles 
which the American Government finds it practicable 
to lease and have delivered - or rather to have 
negotiated for by the Soviet Government. 

Now, can I read this aloud? 

Yes, surel1• 

This is a memorandum for 7fayne Coy, personal 
and confidential, Aurrust 2. You have heard this? 

Famonville : No. 

Coy: This is new. I h~ven't seen the Colonel since 
I got it. 

ll. lJ.Jr: '.'/ell, at least this is a good clearing house, 
anyway. 

Famonville : Excellent, I would say. 

H.IJ.Jr : "I raised the point in Cabinet on Friday that 
nearly six weeks have elapsed since the Russian 
War began and ths t we hsve done practicall1 
nothing to get 8.llf of the materiils they have 
asked ?or. Frankl1, the Russians feel thst they 
have been given the run-around in the United 
states. Please get out the list and please 
with ~ full authority use a heavy hand and act 
as a burr under the saddle and get things movi.ng. 

"The enclosed comes in just before I l eave. 
In regal'd to the bom.bol's, 'lie should make and 
the British should make small token deliveries. 
~'lith regard to the P-40' s 1 it is ridiculous 
to bring my back from England by stealing 

• 
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through the submarine zono, but we should ex­
pedite two hundred of thmn from here. 

"I have told the Russians that I am dividing 
things into two categories, fir st materials 
to be delivered on the Russian we . tern front 
in time to take part in the bat tle between 
September 1 and October 1 and secondly, those 
materials which ph;rsioally could not get there 
before October 1. I have chosen that date 
b cause after October 1 lf8 all doubt i£ there 
will be very active operations, due to rain, 
snow, etc. Step on it. F.D.R.• 

Now, can I read this other thing? 

Yes, t he other one is the memorandum he referred 
t o J.rar shall. It is completely out of date 
now. 

Then it isn ' t useful? 

It isn' t useful at all. 

:'lell, Coy, just again, as I sq, all I am tryin.:; 
to do is, Oumansky comes in and pours out his 
heart to me, that as of Fri day morning he hadn ' t 
gotten anythill3 at all. lie hadn't gotten 8.IJ1-
thlng more t han odds and ends. 

'l'hat is substantially correct . 

I told t hat to the President and that is what 
got him angry. lie said, "I am going to get a 
first-class admini strator, W~e Coy, and have 
him watch this thing for me. " llow, where do 
we go ~rom here to -;et the Russians somethin$? 
What can Wqne Coy do to step on it'l 

Here is what has happened now with respect to 
the P-40 ' s. There are 140 P-10 ' s in Britain. 
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They are going to be shipped around the North 
Atlantic to Archangel and 59 in this countrr -
twent y- eight of those are orated. They are 
Brit ish ships . They are ring to be shipped 
from here to the same por in Russia, We are 
sending five motor mechanics and five aircraft 
mechanics to Russia to instruct them in the 
mechanics of handling these ships and there 
is one American pilot already in Russia, having 
floi'III there vri th Harry, and another one going 
from London to join him, so there \fill be two 
pilots there to instruct them in the handling 
of these ships. That is your story on the 
P-40's . 

Pilots who know pursuit ships? 

They are specialists in these pursuit ships. 
They knou the engineering of the ships. One of 
them is named Lt . Allison nnd the other one 
Lt. Zempke. Zempke is now in London and is 
going to be sent right away. They he. ve 
already started negotiations with the Curtiss 
people and the Allison engine people to furnish 
the mechanics on a volunteer basis. They made 
no positive cocmitment for the furnishing of 
those mechanics because they have to ask for 
volunteers as they di d in Enl land, but they did 
get them to " 0 to England and I don't think 
they rnll ha;e any trouble in getting them to go 
to Russia. 

They go up to --

Archangel. 
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Coy: And fifty-nine from this country , which makes 
it a hundred and ninety-nine, I suppose they 
will add one and make it a total of two hundred. 
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!I.Ll. Jr: That is the old P-40, not the improved? 

Fnmonville: That is true, sir, the P-40, not the P-40- D. 

Coy: 

H. LI.Jr: 

Coy: 

1!. ~!. Jr : 

Coy: 

H. lJ.Jr: 

Coy: 

!!.l'.Jr: 

Coy: 

They are working out such technical probl ems 
as rlhat kind of guns they 1dll have on them and 
the amm,nition, We are going to furnish four 
million rounds of 30 caliber ammunition from 
this country for the sixt,r ships which we sent 
from here and presumab}¥ the British llill 
furnish the fift,r caliber --

uhen \'laS that settled? 

We just came from there. 

From the Army? 

From the War Department. 

Was Mr. stimson agreed to that? 

Yes, 

Does General Burns kno\'1 about it? 

General Burns is out of tonn. 

Faconville: He does not. 

li. ~. Jr : You are l earning about it nol'l? 

Fnmonville : Yes. 

Coy: JJoore told us that you (Famonville) had been 
sent for . 

Fanonville : I received no message. 

l! . l.:,Jr : Well , thct takes care of that. 
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That is the P-40 1 s , 

And were the Russians with you? 

Yes , They were there - Oumansky oe.me in at a 
quarter of nine and sat half an hour with us 
before we went over, 

Prior to this, I might just refer to the memoran­
dum here, the arrangement was to deliver the 
P-40' s to them in Fairbanks and they 110uld bring 
their mechanics and pilots over there end we 
would send mechanics and pilots up there to 
t rain them and they 11ould f~ them over, Our 
Ar~ pointed out to them that you couldn't 
because of the wastage involved in flying them, 
and Oumansky had instructions from his Govern­
ment yesterday not to brin~; them that way but 
to brint; them the route that they ere now going 
to go . 

It seems more sensible. Engl and to Archan~;el 
is how far? 

From there to ~at point? 

From England to Archangel, 

There is much l ess wear and tear on the en!!ines 
than i f they flew from Fai rbanks. 

They r.on' t e ;en be flying, 

!Jay I just ask there, this question? The two 
hundrea pl anes, as you indicate, were to have 
been C.elivered somehow or other , as the story 
was given to me Saturday noon in the ?fuite 
House, but in addi tion to that an American 
squadron, that is to say, 28 planes taken from 
American stocks or American planes i n uni ts, were 
to have been sent to Fairbanks. I s that pemitted? 
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Yes. There is a little difference in that, 
There were 28 and a total of enough to make up 
59 altogether. They were ~oing to put the 28 
in Fairbanks and deliver t~at way, !low they are 
going to Archangel. The 59 in this country are 
going directly to Archangel from here with 
lliiUID.Il1ition and guns and the hundred and forty 
in Britain are going from there 'Rith smrmmi tion 
and guns. 

AnJ the total Russian supply, then, instead of 
being tno hundred tvtenty-eight, is now down 
to a hundred and ninety- nine? 

ibat is correct , We are making available in 
addition five B- 25 's and those are goin~ to -
before I get to that, tho se sixty in this country 
are going to be delivered to a port that the 
Russians will name. The 8- 251 s will be flight 
delivered. 

What are B-25 1 s'l 

That is t he new model of the two motored bomber. 

J.!ade by who? 

liorth American. 

They are to be flo;m through Alaska? 

They haven't s aid. 

This i s the North American. 

The Martin is the B-26 . Do you know? 

I don ' t know the 25. Tho 26 is the 1lartin . 

I guess you are right. How many of those are 
t here? 

Five . 
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Only five~ 

They are negotiating with the British on five 
more bombers of the Lockheed Hudson type but 
those that we have in this country are on British 
order and the negotiation has to be with the 
British. They possibly will get ten bombers 
immediately and two hundred P-40 1s. 

But the Pr esident ' s understanding at noon on 
Saturday was that five B-25 1 s were to be made 
available icnediate}f and five more in a month 
and that in addition to t hose ten, the British 
would match our bomber contribution by an equal 
number of Lockheed Rudsona. I s that still the 
ease? 

This is as of Saturday noon2 

Saturday noon, yes, sir. 

That is practically what the President had 
said at Cabinet, except that he had hoped to get 
them four eigine bombers but Mr. stimson said 
there was such a shortage of four engine bombers . 

~rshall's meoorandum to the President late 
Saturdat afternoon - he talks about the bombers 
here . As to the bomber t ypes, we are preparing 
five B-25' s for flight to Fairbanks with the 
necessary officers {o give pilot and mechanic 
instruction. There is a slight compli cation 
here as the Norden and the automatic control 
has to be removed. liowevert we will install 
a substitute siint. The on~ bomber that the 
British have under order in this count ry is the 
Lockheed Hudson. '.'/e are di scussing with them 
the possibility of these being matched with five 
of our B-251 s. The i dea here would be that while 
this British plane has its radio installed in 
this country, the turret is installed in England. 

/ 
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Possiblf it would be si.mpler for the British to 
fly thelr bomber contribution directly into Russia. • 

That is all that r efers to tho bombers . Appar ent­
ly the Secretary of War's understanding about 
bombers was that they were to match five of 
our bombers with five of the British instead of 
ten of ours against ten of the British. 

?aconville : There was nothing said about --

H.L Jr : I can give you that. The President said he 
':'!anted five medium range bombers of ours and 
f ive English and five long range bombers of 
ours and five long range bombers of the English. 
In other words, what he had in mind was ten 
bombers from us and ten from them. Vlhat? 

Coy : '.Ve didn't go into the lone; range bombers . As a 
matter of fact , the Russians this morning spoke 
only of short range bombers in their requirements. 

li.M. Jr : '.'Tell, 1vhen Oumansky was here he didn't seem to 
t hink he wanted Lockheed Hudsons. 

~amon>ille : I think t hat still i s the impression. 

rt. ~. Jr : Let me just s~ this, I think what has happened 
since Cabinet i s very encouragins, but tno hundred 
and ten airplanes isn' t going to last them very 
long. ~/hat about all the rest of the stuff? \'/hat 
else besides that ? That i s very nice --

Co]: Oscar and I were talking on the way over here. 
You have to take about what you can get and immed­
iately you can get that and r,et i t delivered 
and then you will have to do one other thing and 
that is, take the British-American-Russian produc­
tion of those airplane s, which calls for a 
relenting on Bri tain's part of the 60 per cent 
of our production that they are now get ting, so 

/ 

• 
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as to be able to give Russia an adequate number • 
of planes, because the front of this war is 
now in Russia, 

Well, you know what Oumansky says? He sara, 
"We are doing 90 per cent of the fighting. " 

Todar. 

Toda;y. "7/e ought to et 90 per cent of the stuff. • 

I raised that question this morning. I said, 
"Certa~ we ought to be able to set up a 
distribution schedule here that reco~zes 
where the fighting is being done , with an 
understanding both llith you and with Britain, 
t hat as the fightinf changes front we would 
change the distribu ion.• 

That makes sense. 

As I see it, as soon as we get out this Schedule 
A stuff, as much of it as we can get without 
too much .fighti~ with the A~ about it, sit down 
and reschedule this whole business, beginning 
immediately with your deliveries on it. 

Doesn't that fit in exactly wit h the profam 
which the committee or three has laid ou for 
us? 

Yes. Then your committee of three can be ad­
visory to you. I don' t think that committ ee of 
three ought to be the one to t ell you how to 
di stribute that . I think we ought to hold t hat 
in our hands, 

Each nation will undoubtedly feel that way about 
it, I can' t imagine !Jr. Churchill is going to 
turn over to lJr . Purvis the amount to be delivered, 
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The di stribution finally ends up as being an 
agreement between Ur. -- You have to break the 
ice wi. th Great Br itain about giving up some of 
their 60 per cent of our airplane product ion, 
It is very curious to discover that they have 
got a hundred and forty P-40 1 s i n crates in 
England. 

Do you kno':l' how maJJ3" engines they have got 
over there not in use? 

There can 1 t be very maJJ3", 

But altogether, the engines in England'l 

No, 

Of these beautifUl high-powered engines, What 
is it, one or two thousand? 

Close to two thousand, 

But they are not the Allison --

tlo, no, but t he other, the Curtiss-Wright and 
the Pratt and Whitner, but they have got all 
of these engines that Beaverbrook took and stored 
aw111 and he has never used them. 

Ther have a t remendous reserve of air po~er, 
Someone has told me as much as a hundred per 
cent, 

I I'IOuldn 1 t be surprised, 

The question is, can ~Ve afford to let them have 
a hundred per cent reserve air power when 
Russia is starving to death and fighting her 
heart out, I think we should have a schedule of 
distribution which the President can approve 
and s~, "This is the war it is going to be 
done, • 
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I think you are absolutely right. 

Let me just ask this. Vlnat are some of the 
other things they want besides planes2 

In general, Mr. Secretary, they are divided 
into two ~roups of things. The first group 
consists of raw materials and industrial equip­
ment and whole plants that can be used in the 
munitions industry and things of that sort. 
The other half of the picture is the strictly 
munitions items, finished items which are capable 
of use at once o.n the battlefieid, That includes 
anti-aircraft guns, anti- tank guns, machine 
guns, anmm1nition for all those items, air bombs, 
various types of planes , equipment of that sort. 

Expl osives. 

Explosives. also. Now, the two are in separate 
categories for this reason. With regard to 
the raw materials and the industr ial equipment, 
I understand there is no legal obstacl e to the 
President making such arrangements or permitting 
such arrangements to be made as seem ~se, 
but with regard to the military items, the 
finished items of military equip!!.ent, I am told 
that legally the Chief of Sta!f' s concurrence 
must be obtained before transfer is made of 
any such items and that i a why the Chief of 
Staff has a legitimate part in the picture as 
the individual who must say, "Yes, this can be 
spared from the American~." and his advisers 
are practically uniformly patriotically and 
correctly and ri&ltfully watching the interests 
of American armament to see that the Armf gets 
its proper share. 

I lived with that for two years. Let me ask 
you this. Couldn' t some of this Russian stuff 
come under the billion three? 

• 
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Yes. Now, that was --

And the Chi ef of Staff doesn't have to -­

You see, what they are doing - -

And that lets the Chief of Staff out. 

They are reviving that old problem on the rifles. 
They claim t hat you can't sell direct to a 
belligerent and that also you have got to get 
the Chief of staff's certificate on a release 
and so on and so forth. 

You don' t under the billion three. 

llo. 

There is l ots of leeway there. 

or course, you have got a political question 
there. I think the Pre~ident original l y want ed 
it outside the billion three, I mean outside 
Lend- Lease for political reasons, but I think 
where it i s a cash reimbursement thin6 and you 
use the revolving fund under Lend-Lease , it 
doesn't make any difference whether it comes 
under the billion three or ne~t Prooure1:1ent, 
because the Government r,ets ~rioritie s that can 
jump over all these le~al th1ns s in one step 
by doing Lend- Lease. For example, if they 
~ant to buy toluol, t hey have got a problem on 
priorities, the problem as to whether it is 
surplus stock for the Ar~ and so forth . There 
are a lot of obstacles 11hich we ought not to 
have to put up with. 

Well, let me just ask this and then I am through. 
This may be a l ittl e embarrasing, but I would like 
to ask it just the same. You have this directive 
from the President, Coy. You are just going to 

• 
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go ahead and carry the ball and where does that 
leave General Burns? 

Well, i n his absence thore isn' t Jll\lch of a prob­
lem there. We can go right on \'lith Phil Young 
and Oscar and Col onel Famonville here, all of 
us, trying to do the trick. 

I see. 

·:/hen the General get s back, I am sure he will 
join right in with us anl carry it out, he hav­
ins had inst ructions similar to this, I teke it 
from 11ha t Colonel Famonville has told us. '!'he 
only thing that bothers me, Colonel, about 
this thin~ is that why haven ' t the General 
Staff offi~ers known of these requirements? I 
can ' t find anybody over there that admits 
having kn01m about them at all. If t hey do, 
they wer e very secretive about it, when Stimson 
and Lovett and McCloy and Moore asked them .about 
it . I thought this morninz that there were one 
or two of them in the room who had knowledge 
of it. 

F'az1onville: Of course they did. 

Co7: Have you talked to Spatz about it? 

Fnoonville : I have had alcost daily conversations with him. 

Coy: Have you given him a list , verbally or in writing? 

F:1.monville : He knows what is going on and I haven't presented 
him or anybody else vri th any specii'ic list. 

Coy: 

H.:J.Jr: 

They are hedging around on the quest ion of not 
having had any knovtledge heretofore about it. 

·:lell, I think the thing is off the grow:d and 
I would just like to leave it thl s ll&.y. If 
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anybody thinks I can be helpful or if 1!r, Ouman­
sky sees me and tells me again he i sn 't getting 
anything, I am eoing to again rai se a little hell, 
but it is all inside tho President ' s official 
family . 

I think he was very well pl eased so fa.r as we 
went this morning. lie pressed about the remainder 
of this list, I made an arranl'ement to go over 
this afternoon with the Genera! Staff the rest 
of this list, Moore and they desi enated some 
fellow, Colonel rcDona.ld. 

'.'!ell, they have just ~;o t to get this stuff and 
get it fast. ~'Te can't - I mean, I have been 
through this . You can' t treat them the way we 
treated the Greeks, I moan, for four months 
Sulllner ·:felles and the rest of them argued about 
sending them forty- five planes and they never got 
a plane. They never ~ot anything and that thin3 
has been repeated over and over again and these 
people know it, They do n lot of t alking but 
never make g· od on our promises. It is a t er ­
rible thin~ to s~, but it has happened again 
and a; ain and we just can't treat these fellows 
thi s way, because this is the time to get Hitler, 
7/e l'lill never have a better chance. 

You are rieht , of course. 

'.'ie will never have a better chance nnd i f rre 
muff the bal l - I oenn, somcbodj has been look­
ing over this count ry ann the good Lord has been 
with us, but we can't count on the good Lord 
and ju~ t pl ain dUIIIb luck forever . '.'/e have got 
the chance t o do it now or never. 

It is a good opportunity of spending fifty 
billion instead of a hundred billion and perhaps 
saving mil lions of lwnerican lives if the thing 
is carried through no". 
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This is the chance and the other story that came 
over the r adio, tinioh I didn ' t see in any news­
paper on Sunday, which impressed me, is the story 
out of .Moscow sayinr that they were willing to 
go on fighting but they could not lick Mr. 
Hitler unless the United St ates and England 
really came across and if they could get the 
assurances that we would look after the Pacific 
and , say , concentr~te five hundred bombers in 
Alaska, they would take one million troops out 
of the ~churia frontier and move them to their 
German front and lick the Ge rmans , but they had 
to get the assurance. That has appeared in no 
newspaper, but it seemed to me that that made 
a lot of sense. Dop't you think so? 

Certainly. No question about it. 

Aren't those the best troops they have got, or 
as good? 

'.l'hey are very good t r oops. I t is an excellent 
armf. The Special Red Banner Far Eastern Armf, 
they call it. 

Colonel, do you see any objection to eoing t o 
l!cDonald and J.:oore with tho list of stuff at this 
point? 

Fa.-:onville : !lot at all. 

Coy: Stimson said to take the air list to Lovett and -
or his man, McDonal d, and to take all other 
requirements t o MCCloy for handling in the Depart­
ment . 

Fer.~onville : tlow, this action, you think, would supersede 
what the President had intended in the wa,y of 
the submi~sion by General Burns of a second 
list? 

Coy : I am thinking now in terms of Ust A. 
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'!hat i s right. 

How, your second list is one th.o.t gets into 
another procedure, as I see it , nrunel y , the re­
allocation of our total production. 

You ere ri ght. 

You ki ck out your A List that has to be delivered 
bet1veen September 1 antl October 1 to be of aiif 
use to them. Eve17thing on your A List • 

.'/ell, I can just run those off to you. I am 
fair:IJ' fru:rl. liar with them. Three thousand bombers; 
three t housand pursuit planes; f ifty thousand 
tons of toluol ; twenty- five thousand bombs; 
benty-five thousand anti - aircraft ~s ; twenty­
five thousand anti- tank guns, all w1th ammunition. 

And he wanted rifles, too . 

The rifle situat ion 11as brought up, so far as 
I knorr, for the first time in~. Oumansky' s 
conference with the President, I think on 
last Thursday. If not on Thursday, then on 
Friday. The President definitely asked him --

Thursda] . 

Thursda7, it was, when the A:nbassador introduced 
his military del egation. 

lie was here Friday. 

'!be President said yes, we were in good produc­
tion on the Garand rifles. I l'lasn't t here; 
thi s was reported to me . 1.'/e probab:IJ' could make 
some avai l able from our current production 

That checks with what be tol e me . 

?aoonvil le : I took hi s J elegat ion to Aberdeen proving grounds 
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yesterday. The General and each of his officers 
in the delegation fired the Garand rifle. 

Are they good shots? 

Fanonville: Well, we didn't have targete on the range, It 
might have been slightly embarrassing. 

H. !.:. Jr: I hit that stump out there. 

Fe.oonbille : Oh, you hit the same one? Well, he hit the stump. 

n.~·. Jr : At least I oould do that , a.np1ay. 

re.oonville : But that in general was the scol'e of the list 
which they feel they must have 1mmediately. 
Now, on soce of t hose items, the three thousand 
pursuit planes are donn to a two hundred basis 
at the p' esent moment. The three thousand 
bombers are dorm to - ei thor five or ten, as 
the case may be. 

Coy: They recognize that the list is divided into two 
parts, what you can deliver out of your present 
stock and then they 11o.nt the three thousand 
bombers , the three thousand pursuit ships, scheduled 
for them. 

?~.11:0nvillo : Well, the answer as to your - -

Coy: They go on your B Schedule , t hen. 

Fanonvill:! : But the rest of the A Sohodule is - the answer 
on any aircraft guns from General ~rshall 
is no, we haven ' t enough, we haven't any to spare, 
The answer on anti- tank guns is the same, 

Coy: I am not so sure the ·;:ar Department woul d hol d 
to that. Yesterday I went out with Stimson to 
his home for lunch and we talked a good deal 
about it and his responsibilit,y for building up 
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the Army of the United States to properly 
defend thi s country, as to whether he wi ll best 
defend the country by equipping the Army to 
full size immediately or whether the equipment 
could be better used by other armies who are 
also defendin& the United States, and he r ecog­
nizes that some pl ace in betr:een there he has 
to move and it is on his responsibility and his 
advice to the President as to tho allocation 
of t ha t material. McCloy is much more inclined 
to ~ive more of the e~uipmcnt to Russia and to 
Enifand than, for instance, Lovett is with respect 
to t he air, and Lovett has a peculia.r problem 
with respect to the air f orce. 

V~y I make a sug?estion? It is from my previous 
experience on this thing. I think you could get 
off a cable or ask Mr. Stimson, if he has got 
the information, as to what the situation is, 
the net situation - or you may ~et i t here f rom 
Sir Henry Self - as to the English pl anes, 
each kind oi' plane , I mean, hovt many fighter 
planes has he eot and how many reserves. LV 
guess is th•t you would f ind that they have ~t 
least a hundred per cent re serves, If that lS 
true, even t hough he sends me a report next 
month as to t he net position of planes for our 
Arcy in the United St ates - the situation is 
ter rific, I think you r:ill find that you 
will have a very rrood excuse for diverting a 
very large ntm~ber "of the En&li sh bombers on the 
line here . I think that if you - at least you 
could start that , but I think you will find 
that othe~vise you won' t cet anything. That 
is what happened with the Chinese, In February 
we took a hund:ed planes, P- 40' s ,_ ri ght ?ut of 
the fnctories 1n 15 or 20 deys. 'lie prom1sed 
the English some thing in June or July. '!le took 
it end they didn't gulp too hard and we got the 
Chinese some nursuit pl anes, I think you uill 
find you will have to do something along those 
lines. 
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It will probably be the same thing with pursuit 
ships. 

'.'lhat ever they want , Of all the Arncy'. of ficers 
lfe have cot in ~and, somebody o~to be able 
to find out what u the t r ue picture, I mean 
how many planes have they ~t, how many pilots 
have they e:ot who can fly t hem, ho:r many have 
t hey got in reserve and how many Americen planes 
are there in boxes that haven't been unboxed, even, 
and I thinl: 70u \till finll th have got about ell 
they have got pilots to f l y and i f that is t rue , 
you have zot a pretty good excuse for the next 
month to give practically the entire English 
production to the "ussians. Does that sound 
crazy? 

It doesn ' t sound crazy at all , but of course 
t here woul d be objections presented by the Brit­
ish, namely that production is tapering off on 
that particular type of pl ane and it is beginning 
on another type which they consider inappropriate 
for the Russians to have and so on. 

You woul d get those aeywe:y. 

You 11ould just get donn to the place 11hich I did 
11ith them. I said, "How centlenen, 11e are vecy 
sorry, i"ie have sto1>ped arP.Ulng. 7:e are going to 
take a hundred CUI•tlss P- ID ' s an 1 eive them to 
the Chinese. " ·:llthou t arguinc any more about 
it we di d it . 

lhat is right . You have eot the cont rol over pro­
duction, you see, 

Coy, I t hink you will find tha t the sooner you 
~et that informat ion, - but t o 3ive t he se 
people f ive bombers, tha t doesn' t amount to . 
anytlung. I t is an insult, if mf facts are r1ght 
as t o whet is needed. 

73 

Regraded Unclassified



- 28 -

'Nell, t hank you very much for coming over here 
and educating me. 
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August 5, 1941 

The Russian Ambassador came in at 2:30, and asked 
the Seoretal'y' s advice as to bow to get a letter from 
Stalin to the President without goinr, through the State 
DepartJlent . The Secretary informed him that there would 
be a pouch on Thursday, but the Ambassador fel t that would 
be too late as time was of the essence . The Secretsrv 
hen advised him to ask the White House to send the nessage 
to the President in code. The Ambassador hesitated because 
he did not trust any code , but finally decided that he would 
have to use this method since there was no other way. The 
Secretary then telephoned Forster at the Whi te House and 
told him that the ~;mbesse~or would cone over to see him. 

80 

The Russ ian Ambassador said be had received a very 
excellent report f rom his country; that the army was getting 
be tter every hour every day; that Russian morale was excellent; 
that there was sufficient food to prevent hoarding; that all 
they ne~ded from us were guns, 8llllllunition, etc ., and t hat in 
that direction things were moving very, very slowly. The 
Secretary then told him about his talk with the President on 
Friday at l unch in regard to their needs, and how the Presi-
4ent held forth at Cabinet for 45 oinutes . He also told the 
A~bassedor about his meeting this morning with Cox, Coy, 
L~d Colonel F~onville . 

The Russian Ambassador was mos t &rateful for the 
Secretary's interest and help, and expressed his thanks 
-MlY times . 
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HICJr: 

Daniel 
Bell: 

HMJr: 

8: 

HMJr: 

8: 

HICJr: 

8: 

I!MJr: 

8: 

RJCJr: 

8: 

HMJr: 

8: 

Augue t 5, 19~1 
2:04 p ••• 

Suppose we aak theee people like Whaley-Eaton, 
and Standard Statiatios, and all those buainees 
letters i n their mailing - any people in the 
business ot sending out advisory or bueinesa 
letters • ••• . 

Yeah. 

•••• • to i nclude a circular ot your tax• 
certificate ••••• 

Yeah. 

• •••• in with their .. iling ••••• 

Yeah. 

••••• and then aek them whether they won't 
comment on it, too. Atter all, it 1 a the 
busi nees people we want to reach. 

Yeah. Well, Bob Rouee auggeated that once, 
and we kind ot bated to aei thea. 

Well, I wouldn't - try it out. 

'l'bat'e all ot then - all ot these tellowe that 
write these • •••• 

Well, l'a eure that MoodY ' • and Standard 
Statistics would do it. 

Yeah. 

liplinger would do it. 

11pl1ngert 

HMJr: 'l'ben there '• - try it out. Give the Job to 
eomebodY to do. try it , anyway. 

B: All right. You mean, give it to someone t o 
attempt it or •••.• 

f!MJr : No, no. 
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••••• the7 ought to all do it about the aame 
time. 

HMJr: No , no. I mean, aeeign the taak to somebody. 

8: Yeah. They ought' to all do it the aue time. 

!ll!Jr: Surely. 

9: All right, ve 'll think about 1t. See hov un7 
there are. 

!f)!Jr: II ill JOU? 

8: There muat be quite a bunoh ot them though. 

!ll!Jr: Oh 1••• and aleo to haTe oo1111enta - not onl7 
eend the oiroular. 

B: Yeah. All right, ve'll do that. 

HMJr: Yeah. HaTe LePeTre here. 

8: RaTe LeFeTre, huh? 

HMJr: Yeah. 

8: All right. 

!IMJr: Thank JOU. 

8: All right. 
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Au~st 5, 1941 
3 :00 p.m. 

:!E Ail> TO !JlUTAIN 

Present : 

E." . Jr : 

:i. ··. Jr : 

.. bit e: 

r. .: .. Jr : 

unite : 

!r . ~ ... Jr : 

' 

r.rr. 
!Ir. 
Ur. 
Hr . 
!a. 
Sir 
llr. 
" ...r , 
L:r . 
Ur . 
J.!r . 
J.lr , 

'.'lbite 
Brorm 
Archer 
Childs 
Chance 
Frederick 
3e":T1q 
Keyes 
Kades 
Bell 
Cochran 
Le Fevre 

Phillips 

'."•here is the great Oscar , isn't he coming? 

I don't know, sir . He r1as expecting to be here . 

Car. ~e do busi ness without him? 

liave you got everything settled? !!ave they 
; ot a copy of this agendA? 

Jlo , sir, 

Do you r1ant to give thom one? 

I hnven •t got any, I o.m sorry. I •ti ll get 
them, 

·;/ell, never mind, •bey have not got a copy? 
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",hite : 

::: ·.Jt• : 

"'e:7le:r: 

':PJte: 

ne·.:lc;r : 

:r . ~ . Jr : 

- 2 -

They have seen t he cony, .'le 1'/ont over it at the 
last meeting. • 

"Payments for United Stn tes purchase of raw 
materials from Sterling Area in advance of ship­
ment . " 

J.:r , Se11ley met 1!r . Clayton and ~~ . Jone s yes­
terday. hlr . Clayton thought that they might 
be abl e to do SQncthin~ for him and nossibly 
Ur. Bewley mi3ht l~ve somethin~ to report on 
their conversation. · 

·::e talked about it all but ;.:r. Clayton di:ln 1 t 
t hink there was very much to be done on rubber 
tin because he thou~ht the po.y:nent ·.7as already 
made at a vei'J ar!l sta"c of the pur chases, 
which I thin.l< i s so, 

On 1vool, he t hou;ht there might be something 
done, but he wanted to cliscuss it further 
1v.ith Ur. Jones befor e he said an;rthine very 
definite , so vre are ·.1aiting for him to di scuss 
the matter furthe r with~ . Jones. 

J.:r . Cla]ton thou-ht they mi~t be abl e to 
advance some funds on the "ool ~ich is here 
or about to be here, some thirt7-five or forty 
t:Ullion dollars 1 r;orth, and not buy it, t~hich 
1-;ould run into the oucstion distribution -
not of di stribution-of 3al es, but rather a 
loan • 

.'.'e have been talki ng about that for months . 

'.'/ell, i s that --

!Jr . Clnyton 1·:ants to talk further with 1!r. 
Jones , 

Then it i s unfinished business? 

') f 
' -

• 
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:~ . ~~. Jr : 

:.'hite : 

Phillips : 

::: ·. Jr : 

!'hlllips: 

. ~rcher : 

Phillips : 

!<rche r : 

I!.l:. Jr : 

Phillips : 

1!. 1!. Jr : 

·:,hite : 

- 3 -

Yes, 

"Proposal to Lease-Lend Caribbean sugar." 

That we want to merely i nform you --

Cuban sugar, 

Can't you make it rum? 

t:o, I am afraid not . (Laughter) 

You touchec a soft spot there • 

If it l"las rum we could ship the stuff, 

J:e conceals an idea behind his r eticence, 

You mean it han been considered? 

This i s a case where it is qui te clear that f rom 
the legal point of view it could be brought 
under Lease-Lend, but we wore advised tlui.t 
from a political point of viert, it is not so eo.sy 
to put over a proposition that British purchases 
of Cuban sugar should come undrr the Lease-
Lend Act, Our total purchases this crop ;,rear, 
nhich is just stllrtiilb, will be somewhere be­
been fifteen million and twenty- two million 
dollars, and ;;e had to make a start of the 
fi rst month ' s shipments, 11hich i s a matter 
of four million dollars, which ue paid ourselves , 
because the ships were there. A certain number 
of ships were there , r eady, and 7:aiting to load, 
But of cour se the question will arise again 
when we ~et the next shipment , 

I don't know the pros and cons, 

'.'/ell , the --
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Phillip ~ : 

.'hite : 

::: :.Jr : 

.?h illi p~ : 

·,;utc: 

... . . J~ : 

Phillips : 

.. . J~ : 

P".illips : 

: •.. • J':' : 

• 

- 1 -

It is a political mntter. 

lhe position I thiru: is , the Lend-Loase 
think them mieht be abl e to handle it, but that 
they a re reluctant to do so in view of the fac t 
thn t they are eoinc; up for an aPpropriat ion 
and that the A-riculture Department, or soce of 
them, feel that there wi.Ll be a compl aint 
t hat money i s bein~ used for Cuban su •ar that 
oi-:;ht be used for .. i sconsin cheese or sone other 
nuroose , so in oreer to avoid that ar~~ent , 
they 1·:ant to .e.l t until after the e.!lpropria t ion 
bill is pa~sed. 

'.'1hn t is the !l1a tter ~vi th Porto Ric:m su:.ar? 
That is duty f ree, os !nr as the Uni ted Sta tes 
i s concerned. .'lhn t is tho 1~at tcr ;·;ith Porto 
Rican su,ar ? 

I shoulcl thiM. they r;oul d h:l.Vc bou;:ht any 
Porto Rican sugar that is on the market . 

I don' t think they could ~et it as cheap as they 
are r,e ttin~ the Cuban su~ar , but there is plenty 
of su~ar to be bou~ht . 

If they ~et it under Lend-Le~se it i sn' t very 
expensive. 

Is there much of it? 

Oh, yes, And Rex '-'u-.7ell is rirht here in to·.m • 

I don't know ·.;he thor that Y!ould alter the 
O?inion of the Lcase- Lcntl ;\llminis· ration VOl"/ 
much. 

'.'lell, fo r two reasons. 

Oh, yes. It woul'l mltc ~11. th~ ~~f~e~n:e in 
the world. It is part 01 tne om ,ea ;,ce.,es, 
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li.U.Jr : 

Phillips : 

~ . !'. Jr : 

·.bite : 

H.!.!. Jr: 

Bell : 

'.'lhite : 

H.:i. Jr : 

.bite : 

Bell : 

H.!J. Jr 

Bell: 

u:~. Jr: 

Bell : 

·::hi te : 

- 5 -

And Porto Rico needs help badly. 

It is all the difference in the world. It is 
part of the United States. 

'.'le can investigate that at once, sir . 

And I will tell you another thing, while 
you are at it . On all of this Ar~ t ransport 
stuff, all this stuff that is goin~ to the 
Philli ppines, they mi~t bring sugar back for 
you, both Ha~aiian nn4 Phillippine. 

Would we - Phillippines is a different category. 

Phillipines is all right. 

That certainly would be nll right, v10uldn ' t 
it? 

Not as good as Porto Rico, but probably better 
than Cuba. 

Porto Rico f irst, Harzaii second, and Phillippi nes 
third. 

That is ri~ht , that would be the order. I 
take it, wouldn't they buy- couldn't they buy 
the Porto Rican sugar for maybe less than bene­
fit , Dan? 

I don ' t know. 

Well --

Lwss the three A benefit, you mean? 

Yes. 

I doubt that because that is part of the cost. 

Of course, next to the Porto Rican they can 
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!UI. Jr : 

l.rchor: 

r:.~ . Jr : 

Jewley: 

:: .;:.Jr : 

.. titc : 

3ro:m: 

- 6 -

buy sugar in the Ne~ York market , You are 
movine in that direction. 

Then they have to - well , I mean the cost of 
Porto Ri can sugar in Porto Rico would be much 
less than it would be in New York. Anyway, 
it i s l"lorth lookine into . 

Yes, 

And it so hanpens, as I G~, that the neN 
Governor of ~orto Rico is right here in 
·:iashington, fug-,-:ell, 

?here may oe some ouection about loading. 
?he shippin;; facil! ties l70l'en' t so easy a 11hile 
back, but that would only be a minor problem, 

Cox can't be h"re and you nre to t alk for him, 
Bro1m. Don' t E;et toueh, now. {Laughter) 

~o much for that . 

"Transfer of cer tain larse Briti sh contracts 
to the Army ." 

·:/ell, there are trro thin~s to be sooken of 
there . Ur . 3r0\m has so:ne information about the 
status of some of those contracts, and then I 
think Ur. Kades hns something to do - something 
to tell us about the availability of some of 
the funds l"lhich apparently was claimed to 
be unavailable , but if !.!!' . Bro1m will indicate --

I think all r1e can do on thn t is to report 
progress. I run tryinv to ~et specific detail s 
from the Army as to exactly Tihat they think th~ 
can take over under t he forty-five million 
dollnrs of airplane cn:;ines which they think 
they can find t he money for , and rre ere.also 
having re~uisitlons filed to start the 1ormal 

• 
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Phillips : 

!'!!illi r s : 

!:ro:m: 

H.:.: .. Jr : 

: .. t'. Jr : 

::.:·.Jr : 
,;'hi te : 

::.:·.Jr: 
7.:.ite : 

- 7 -

machinery for the tanks . Althoueh ~. !!cCloy 
won ' t absol utely co:nmi t himself, he is very 
hopeful that he can got about ei~hty million 
dollars out of those two places 1n a few days. 

Tank and airpl ane enginP.s? 

Ye s. 

·:.hat about the ships , JJr . Drown? 

That 1ve can' t do anythin~ rrith until t he l.:ari­
time Co~ssion appropria tion bill goes 
throu~h. The l!aritil:!e Commission is favorable 
to the i aea of taking over those contracts, 
and they are saving some of thei r money for 
thnt purpose, but the bill h~s ~one through 
the House. 

Excuse me, would you r epeat that? 

I sny t he 1al'i time Commission is favorably 
inclined to;vard the idea of using some of t heir 
new appropriation to take over the tied ship­
yard contracts, 1'1hich amounts to about ei<;hty­
seven million. 

The; a:>e? 

Yes, sir, but their ap!)roprin tion bill has not 
yet passed. 

~thing else, Harry? 

1 think you mi~ht be interested in the : act that 
the Army stillvinsists upon a Direc!ive.from 
the President before they do tha t , nesp1t e all 
the discussions l'lhich have eone before, and 
that that --

That is not im?ossi ble . 

Ho t impossible? 

SG 
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u.::.Jr : 

3rown : 

: .. ... Jr : 

ro.n: 

Jell : 

r.tillips : 

L.' '.Jr : 

- 8 -

No, no. 

Yes. 

'Ihey also :;ant assur nnoe they won ' t be asked 
again to --

That i s impossi ble. 

·::ell! they :von't ~e asked ~o do exactly this 
part1cular same k1nd of th1n~ agai n. 

;:ot the sme machines. 

'i'hat is ri,..ht . 

tlo . (Lau::;hter) 

~11 : ~ive t hem that definite assurance . 

'.'.hito : 

.. :u te : 

::ados : 

I think you mi <,:ht be interested in what :.~r . 
Kades f ound about the funds l'lhich they thou;Ylt 
tvorc not available and which a"'parently, accord-
ins to law, may be. -

",'ell, Harry, this is a little .iifferent . 
Ur . Rrown has been speekin$ of t he airplane 
and the ordnance contracts • 

You 11ere speak in~ of the plo.nts . 

I was speakin$ of the pl ants t hemselves at 
our last meehne. It t·tas indica ted that the 
nevoti~tions for the Defense Pl ant Corporation 
ana the '.'lar Department to t eke over the British -
certain Briti sh pl ants i n this country had bog~ed 
do:m. I t \'las inuicated that was because of lack 
of funds . There seems to be plenty of available 
money. <bere is five hundred nineL7 million 
dollars unobli~ated appropr iations t o the ·:17r 
Donartment to expedi te production by procurmg 
; ,.:f'cnce f '<cilitie s t7hich the ".'e.r Oenartment 
coul~ use and t he Do~ensc Plant Corporation 
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Childs : 

;.nitc : 

Chiles : 

!:.~· . .. rr : 

.. htte : 

Phillips : 

i:. :·. Jr : 

-bite : 

l':.illbs : 

::.::.Jr : 

- 9 -

has avai l abl e sufficient funds also for the pur­
pose and I understand f rom l~ . Chil ds that they 
have now taken up the matter with him and are 
re- negotiating and s tartin3 all over again. 

Ready to talk terms. 

Oh, they are? That has happened since --

'lltat happened yesterday. They have asked our 
people to come in now so r:e 11ill start talking 
to him on facilities . 

Does that cover plant f~cilitics? 

That is right • 

It covers it substantially, yes, sir. If the 
ei~"hty for the ships is all rir;ht , plus the 
taiik s, plus the airpl ane engines, and we get 
t he capital facilities , whi ch i s fifty- five, 
we can make t hat up to three or four hundred 
million in sterline. 

Let 1 s hope r:e ma.ke it . "."/e are trying awfully 
hard. 

That will be five hundred if you ret that. 

I ~ill check ~ figures r.ith you. 

If Tie pet that , I think fie both 11ill have to 
open a bottle of 11ine. 

Dell : Put it on Lend- Lease. (Lmt(lhter) 

li .J,: . Jr : I think it could go on it o.s well as a lot of 
other thin<>s that do. Now, "Tobacco for the 
Dominions . W 7Jhat are 1'10 running? A grocery 
store here? 
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White : 

Powley: 

~.hi te : 

Bewle;p 

!t.\~.Jr : 

'lt'nlte : 

Phlllips: 

Phillips : 

- 10 -

No, I take it that Mr. Rewley v:anted to raise 
that. 

I don't think we really want to bring that up 
at present . I t is being discussed with the 
Min1stry of Agriculture . I don't think there is 
anything to put before this committee , 

I thought you wanted this included on the agenda, 

No, I am sorry. I didn't want it on the azenda, 
really. 

•he t ransfer of Lend-Lease goods to commercial 
distributors. 

Well, there hils been a great deal of discussion 
about that and I understand that t he final out­
come has been that Mr. Cox cabled Ambassador 
Winant that - asking that the British authorities 
get in touch with Mr. Purvis , with whom there has 
already been cleared letters on the matter, 

99 

which was also cleared here and which I under­
stand is perfectly acceptabie t o tlr. Harriman and 
which I further believe will be more acceptable 
to the British than the statement which they had 
prepared for consideration here. Mr. Purvis 
has not yet arrived in London. He is expected any 
day, so I take it that Si r Kinssley-Wood will 
postpone his statement wi th respect to the 
matter of profit~ , etc. , until Yr. Purvis arrives, 

You are talking about commercial di s tribution 
now, aren ' t you, Dr. White, not re-export ? 

Well, both. It will involve, I think, both 
consi derat ions . 

Yes. My understanding is that there are two 
documents prepared on commercial distribution 
and that they are subst antially identical in 

• 
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".bi t e: 

!!.II. Jr : 

'',hi te: 

H.II.Jr: 

''.'hi te : 

H . ~.J r : 

~ell : 

H . '.~.Jr: 

Bell : 

\thile : 

:oo 

- 11 -

scope. I don ' t know, there might be some differ­
ence between them. I also unders tand th" t they 
have had the advantage of talkin~ to Mr. Coe 
in London and they have showed h1m all their 
plans as reguds matters which affect mat eJ•ials 
which would be of inter~st to the Treasury and 
Procurement and any other matters he has asked 
of. I don't know whether you have heard from 
him, 

Yes . 

ue have got a nock of letters . 

So I don't think there is anything further to be 
done at this end except posslbly to make clear 
something that there appeared to be some doubt 
about in the last meetlng, as to r.hether it was 
thoroughly understood everywhere, and that was 
the distinct ion between profiteering and rohat 
is normal ly cal led t he expenses of distri bution, 
which you might call profits. 

Well , from readint\ the correspondence, I think 
the thing that seems to be - 1t seems to be 
well in hand e.nd we can vai t . 

1 think so . 

Until Sir Kingsley-Wood makes his statement . 

You might mention that you have cleared all those 
requi sitions which --

Oh, I did that last Thursday. 

Yes , that were being held up pending this decision, 
I di dn 1 t know that that letter had been cleared, 
Hal'ry. That r:as one thing that was held up . 
I t has been here, but I don't think we have 
cleared it, have we1 

\'.e haven' t, but I t;ather that Brown has . 
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PrO~~'" : 

~ell : 

"bite : 

H.!:.Jr : 

Le l'evre : 

H.'!. Jr : 

le f'evre : 

H." . Jr : 

H.l.: .Jr: 

- 12 -

•he letters were sent t o you and I understood 
that you were going to t ake t hem up r.ith the 
Secretary. 

'hat is right, and v.e started, you remember, 
last v1eek to di scuss it and you (Secretary) 
said, "Well, go ahoad and clear the requisitions 
and clear them until such time as we get an 
opportunity to go over the l etter, " which v.e 
have not yet done. 

1hat is right . 

Yes , that is right, but 1·.hen I got back Thursday 
and I heard they were holding up requisitions, 
I said, "Let them go, " You got those orders, 
didn 't you? 

Yes , sir. 

Le Fevre? 

1hat is right . 

You are clear ing them every ,day, aren't you? 

1hat is right . 

So you are not l osing anything. 

~·:ell , I think it is not wholly clear and 
possibly it might be neces sary to clear i t 
up. If the Secretary of the Treasury is to 
clear that letter before Si r Kingsley-
V/ooc makes his statement , then it is not 
sufficient that he merely tal ks to Mr. Purvis, 
so that I think you had bet ter clear that up. 

You had better, because you had that up with 
the St ate Depar tment . 

That is a di fferent matter, 
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White : 
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i·hl te: 
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Bell: 
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anyway, I am not up to what you are talking 
about . I am no t up to cato. 

We will t ake care of i t, 

You had bett er do a little homo work. You 
(Phillips) are willing to v.ai t , aren't you? 

Cert ainly, sir. Tbat was the understanding that 
I had with llr. Cox. 

102 

Wtll
1 

don't 1ui t on me . I f I am the fellow that -
am I holding it up now? 

Examination of that letter. 

Well, we wanted - we drafted a letter, si r , 
covering the conditions on which Lend-Lease 
goods could be commercially distributed and the 
understandin~ as to t he re-export of Lend-Lease 
goods or art1cles similar to that and discussed 
the whole matter with L!r. purvis and arrived at 
certain principles which were embodied in a form 
of letter, which has been submitted to Mr. Bell 
and Dr. Vlhi t e and we would like to have your 
afproval of that letter. 

"e have agreed on it and we wanted to bring the 
matter up with you (Secretary). 

Bring it up with me . 

It is a good letter. 

Base costs in Iceland. 

We endeavored to get t he Navy to ask for an 
appropriation out of the President ' s emergency 
fund to take care of an item of some two and a 
helf million dollars of the cost of instal ling 
oil s torage facilities which we have provided 
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8ell : 
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by Lend-Lend-Lease, but the Havy says they 110n•t 
do it , so we are going to ask the ~ritish if 
they will submit a requisition and we can take 
care of it under Lend-Lease. 

You are going to take care of it? 

Yes , sir . 

Is that news to you? 

No, that is not news. That is all settled . It 
is just a question of finding the money for it. 

~his is the summary statement on the f ront of 
requisitions which have been cleared. There is 
nothing, I think, that noeds to be brought up 
here . 

Le Fevre, how are you getting along on your 
purchases? 

All right . 

For the Engl i sh. 

We are having no difficulty. 

Got any co~plaints? 

No . 

You haven't? 

No . (Laughter) 

We vli.ll make a note of t hAt . 

~ould handle more? 

Well now - - (Laughter) 

How about you people, have you &ot any com­
plaints? 

i03 
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No, sir. 

Everything going all right1 

Yes, sir. 

First rate . 

Is Sir Arthur Salter being taken care of ~ith 
his pebble phosphate1 

Yes , sir. 

\'•hat would you like to bring up1 

I merely mention it now, but I shall bring it 

104. 

• 

up a little lat er, that we may be sometime 
about October get ting into some little trouble, 
perhaps, with the American motion picture dis~ri• 
butors. 

Vohy1 

Well, we don't allow people who make profits 
in England to export them to foreign countries, 
as an ordinary rule, but we did make a special 
bargain with these motion picture distributors who 
are very important to us f rom the ~:~nt of view 
of morale, because we must have fi , and we 
allowed them last year, the year ending in 
October, to export abroad as much as twelve 
point nine million dollars. Now we have got to 
make a fresh bar~;ain with them for the year 
beginning next October and my information is 
that they are pulling strings pretty hard wher• 
ever they can and they are asking for more. I 
must let you have the full statement. 

I haven't heard about it. \Vherever the s t rings 
are •· 

• 
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'ihe State Department has been in t ouch with us 
on tha t . 

l~ho from the State Department? 

Y.r. Livesey has called me. I have circulated a 
memorandum or t?;o about t t end they have a man 
here now from t he American Embassr in London 
who is in touch ~th the motion o1cture people in 
New York and is going back to London to help 
in the negotiations there with the British Trea­
sury. 

V,bat is his name? 

Steyne , Alan Steyne. lie is second secretary of 
the Embassy. 

He i s the economic fellow, isn't he'? 

I don't know whether we want to be in the posi­
tion of asking the industry not to accept more 
sterling and less dollars. I don ' t see that we 
get into that picture . 

That is a motion picture . (Facetiously) 

\'.'e hadn't expressed any feeling on it so far. 

':.bat is that'? 

We hadn ' t indicate• anything t o the Department 
of Stat e. I asked you once if Will Haye s ha~ 
been i n to see you. He had been d O\\D.-, I think 
he went to the ','/hi te House and the Br1 hsh Em­
bassy an~ the State repartment. 

'they think I am tough, I don't know why, so 
they keep away from me. 

Well, I mention i t because, of course , it is 
quite a big item in our currency. 

' 
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'l.hat are you doine;, for instance , with the oil 
people , about buy1ne the oil? Is that all Lend­
Lease now'? 

Not quite all we vmnted was Lend-Lease , but I 
thinK substantially the big items are Lend­
Lease . 

So I mean that isn't a problem, with the oil 
people about sterlinz or dollars? 

!lot especially. They were unhappy at first . 

The only posoibility was, which ~eceived little 
consideration, and then 1 think "es set aside, 
~~~s if moving pictures could be considered as 
part of the ~ritish morale and needed for def­
ense, but if it isn ' t that, I don' t ~ee how 
we could be in the position of asking a par ticu­
lar industry to accept st erling whereas the other 
indus tries are gettinll dollars , wheJ'e under the 
Lend-Lease they are getting dollars . That is, 
the oil people aren' t gi ving anything away. 
They are getting dollars for it. 

Well, you won't have any requests from me one 
way or the other on motion pictures, or from 
the United States ~reasury, I can assure you 
that . We have no interest of any kind. 

Very well. 

And I don ' t think !lr. V.'inant would particularly 
int erest himself in it, either . 

Right. 

\\hat else'? 

Well , I have nothing else . 
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How about ;you, Merle? 

Dan? 

I think that is all . 

Harry? 

No, sir. 

It was a very good meeting. 

Excellent, sir. 

107 
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1. Deteraent ot pa:JIIlenta due Fr&noe. 

2. Payment tor u.s. purohaeee ot raw aateriale troa 
Sterling Area in adYanoe ot ehipaent. 

J. Propoeal to Leaee- Lend Caribbean e~o~~ar • . 

~. Traneter ot certain large Britieb oontracte to 
the Ara7 - Sir Frederick Ph1111pe &nd Mr. Cox. 

5· Detenee Plant rac1lit1ee . 

6. Tobacco tor the Doa1n1one. 

7. Traneter ot Lend-Leaee goode to ooaaero1&1 41etri­
butora. 

S. Bale coete 1n Iceland - Mr. Brown. 

9. Requisition progreee during week. 

108 
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TREASU RY DEPARTMENT 

INTER OFFICE COMMUNICATION 

o"n August 5, 1941 

10 
secretary Morgenthau 

1!. D. White 

subJect: Dollar Reliet t o the British Treasury 

I i.h&t 1a the TreasurY obJective? 

Ur. Keynes in his memorandum ot May 16 requested that 
the Brit Uh be granted total relief trom coCIJili tments ot $950 -
$1, 050 mil l ion. Th1e relief was to take care or the t ollowing: 

(n) Secretary ' s promise ot ~arch 19 
t o grant British reliet trom 
existing contracts • • • • • . . 

(In millions) 

(b) Two years ' expenditures t or items 
which t he British asserted would be, 
t or administrative, legel or political 
reasons, d1fticult t o han~le un~er 
Lend,..Lea.se • • • • . • • • • • • • • $650 

!! '!"h& t htu been ao tar aoooDtOl18hed? 

A. With respect to the Secretarr'e promiee ot March 19? 

There has been or ovided, or ia about t o be orovided, 
relief and cash retunds totalling 1140 million: 

(In !111ll1one) 

Cash refunds on olanta traneterred 
Already provided • • • • • • $ 25 
About to be provided • • . ..ll i 5t1 

Reliet trom co!llmitment a _g 
About to be provided • . . . • 

Total rel i ef and cash retunds • . • $140 

• 
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Division or Konetary 

Reaea.roh 

Diaousaiona are being held relative t o the transfer or 
additional contracts and plants which would grant the Bri tish 
rurtner relief or $276 a i llion: 

probabl e relief on oontraots and amendment• 
placed a1noe March 11 • • • • • • • • • • 

Poeaible oaeh refunds and rel ief 
on planta taken over • • • . • 
on contracts placed prior to 

llarch 11 . • . • • . • • • • • 
On alrcrart contracts placed 

a1nce Karch 11 • . • • • • • . • 
Total further relief possible • • • • • 

(In millions) 

• • 

• • $ 55 

• • 171 

• • __J_ _ill 

. • $ 276 

1 .t0 

I t negotiations being conducted with reepeot to all the 
above items are suooesstullY oonsumaated, they will fulfill 
tbe Secretary ' s commitment to t he British. (See Appendix A 
tor more detailed infor mation on prospective relief on plants 
and supply oontraots. ) 

B. With reopeot to the $650 mllllon )l it.~ reguutt4: 

The neoeaeity t or a large oaah kitt y to take care or 
e~end1tures tor two years outaide Len~Leaee hae been largely 
elillinated. This has been aooompliehed by bringing under Lend­
Lease procedure items which the Britiah bad assumed to be un­
suitable: 

(In million•) 

Admi nistratively ditticult purcbaeee 
already placed under Lend- Lease -
per annum • • • • • . • • . • · • • • • • • 
\Tht remaining bardc.~e or $98 mi lli on 
is being examined to determine whether 
1t cannot be further reduced) 

Do~1n1on purchases in the United States -
July 19~1-June 1911-2 • • • • • • • • • • • • 
(This i e expected to reach $}00 million per 
year af t er December 1911-1 . Thie would leave 
dollar expenditures tor Dominion purohaeea at 
a aubetantia1ly lower tigure than was esti­
mated by the British in December. ) 

Total - t or year ending June 1911-1 • • • • • • 
!otal - t or t wo years ending June 1911-2 • • • 
(See Appendix B t or more detailed informat ion) 

• 102 

$ 327 
• 129 
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c. Othtr re11e! auppl1ed to tba BrUil!l: 

11!. 
DiYiaion or Monetar1 

Research 

In addition to r el i ef on contraota and plants through 
exter.olon or Lend- Leaae to oovar the di! !ioult itema tor 

whi ch the l;lritish des1 r e a k i tty or $650 m1111on, the Bri t hh 
will be rel1aved or making $103 m1111on or dollar expendi­
tures per year on shippi ng, tarrying a irplanea and tax lavi ea, 
whloh, before your Committee began operating, the British 
Treasury thought it would have to find dollars tor, as tolloYr: 

Rel ief on above items alread1 
provided • • • • • • • • • • 

Rel la! on above items about to 
be provided • • 

Total • • • • • • • • • • • • 

. . 

. . 

(In m1ll1ona) 

$4o 

_M 

$103 

(See Appendix C ror a breakdown ot these itema.) 

Ill !hat 11ill the British oash poe1tion be during the remai nder or 
191il! 

The British on June 30 had available gold and U. s. doll ars 
totall ing $161 million. This balance will increase duri ng the 
next tel! months. 

On the baeia or British toreoaat of their U. S. dollar 
expenditures and receipts duri ng the remainder or the year , 
and allowing tor reliet 'llhioh now aeeme certain or almost 
certain, the Britlab w111 have at tba oloae or 19~1 a caeh 
balance or roughly $450 mil lion (exoluaive ot $105 mill ion of 
Belgian gold). 

It 1n addition they get a further relief or $276 million 
on plante and supply contract~ which ia now under diacuaaion, 
the British oaah posit ion a t the oloae of 19~1 will be cloae 
to $700 mill ion, or $100 million more than they regard as a 
necessary minimum. 

(Sea Appendioea D and E tor a roraoaet or British u. s. dollar 
expandlturaa and reoeints and or their CRsh balance, July 
through December, 19~1~) 
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A. 

• 
Appendix A 

Dollar Relief t o the Britieh Treaaurr 
( In ailliona of dollara) 

About to be 
ProYide4 ProY14t4 

Relief on Plante anA SupplJ 
Contraota Taken OYer 
l. Caah Bet'wl4a 

a. On planta taken oYer 
Tenneaaee Powder . . . . . . . . • 21 -
4 aaoh1ne gun pla~t~ . . . . . . . 24 
other planta . . . . . . . . . . . 

b. On oontracta placed prior to Maroh ll 
Sh.ipa . . . • . . . . • . • 
A1rplan,. . . . . . . . . . . . 
Tanka . . . . . • . • . . . 

o. On oontracta tranaferred or oanoelled 
4 aaohine gun oontraota transferred 4 _j 144 Vultee planes tranaferre4 ••• 
!otal . • . . . . • • • . . . . • • • • 25 33 

2. Bel ief fro• comaitaenta 
a. On oontracta placed prior to March ll 

Sh.ipa . . • . . . . . . . . 
Airplan,. . • . • . . . . • . • . . • • 
Tanka . . . • . . • . . . . • . . • 

b. Contract• placed einee March ll for 
ordnance (including l ettera of intent 
not conai4ered binding agreeaenta) •• 

o. On contraote traneferre4 or cancelled 
4 aachine gun contract• traneferred 21 
144 Vultee planea traneferre4 •• . 5 
Re111ngto.n rifle contract cancelled • 32 
Savage rifle contract cancelled . • . 24 

d. Ccntracte and amendlllente e1noe Maroh 11 
tor aircraft -- - -Total.. . . . ..£!:. 61 
Grand 'fota1 46 94 

• "r r ee.•ur)' t:llal)&'lbllent, D1."9'l.a1on o r Mone tary Rft• earcb 

Probfb1t l oea1b1t 

-
55 

29 
-
14 

- 98 

~ 
30 

41 

___z _2 

~ ill 
4) 2) ) 

Augu•t 5, ~!ilh 
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Appendix B 

1. AdminUtratin l l d1ttioult ite111. Kr, leJllll 1n hie 
mesorandum ot llAi 16 eatiilited tliit, beoau .. ot e dm1n1etrat1n 
difficult1e&, 1t1111 requiring •J!Penditure bJ the United Ungdoa 
of $200 million per JB&r could not be placed under Lend-Leaee. 

Since then 1t hae been t ound possible to handle through 
Lend-Leaae procedure the tollowing 1teme totalling $102 a1111on 
per annu=. 

(In m1ll1one) 
C1v11 road equ1~nt •·•••••••••• • ••••••• $24 
Cheaioal aanutacturee ••••• ••••• ••••• • • •• 22 
fiaber and paper . . . . . . . . • . . . . . . . . . . . . . . . 

1
15 

Agricultural aaohiner,y ••••••• • ••••••• • •• 2 
011 plant equ1paent • • • •••.••••• •• ••••• • • 10 
Miacellaneoue non-terroue metal• • ••• • •• • 7 
J!ual etorea and eundr,J ohellioale • • • • . • • 6 
lachine ry ooaponenta • . • . . . . • . • . • . . • . . . • • 3 
Abrae1 Tea , •• ••• •• •• ••••••••• • ••• •• •••• , • ._1 

Total • • • • . . . . . . . . . . . . . . . . . . . . • $102 

113 

2. Dominion purohaeee. Kr. Ke1n11 in June etated that Dominion 

( 
purchases eiiglbie tor Lend-Lease will be at an annual rate ot 
Sl50 million during the next six monthe and a t a rate ot $300 million 
during the eubeequent eix monthe. When thie higher level 18 reached, 
dollar expend1 turee tor Dominion purohaeee will be at a eubetantiallJ 
lower figure than wae eetimated bJ the Britilh in December. From 
that time onward, 110et, it not all, ot $125 million ot annual 
Dollini on purohaeee whloh the Br1t11h oonddered too d1tt1cuH to 
place under Lend-Leaee would preeuaablJ be handled through that 
proCiedure . 
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Appendix C 

Otber Relief to be Supplied the Britiab 

(In millions) 

Alrn41 Provided 
On ebipping eervioea -- per annum .. .. ..... 

AboUt to be Provided 
on tax leY1ea -- per annum •.••• •• ....•..• • 
On terrying airplanes - per annum , •••• •• . 
On Norwegian ab1pp1ng charter• -- per annum 

rurtber relief poae1ble 
on oonetruotion ooeta 1n Iceland ••• • ••••. • 

Total - - poesible relief !rom expected 
dollar exPend! turee • . .. ....... . •.. ••• 

130 u 

1105 

In addition, dollar relief to the Br1t1eh Trea eur)" ~ be 
torthoom1ng through eale or raw materiale to the United States. 
so rer ths onlJ probable item is eale or ~~ million or eurplue 
Canadian lead owned by the Un1 ted Kingdom Government e. Conver-­
ut1one are oont inui~ with respect to adTanoe payments, and 
ulee or rubber, wool and e1eal. 

11<1 
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J.ppendlx D 

Eetiaated Dol1ar Expendlturee and Reoeipta 
ot Sterling Area, July-December 1941 

115 

(fbete uguree do not include reoeipte trom eale ot a .. eh nor allow 
tor relief to be supplied. The data are baeed upon British eatilllatee 
suba1tttd since llay 16, 19~1.} 

Dollar Expenditure• 
(In millions} 

A. Pa1111enta to U. 8. by U,K, 
BritiSh Purchasing 'llise1one • • • • • • • $531 

Other 
•AdmlniatratiTely dlttioult 1 purchases 
Interest and dlTidende •• 
Shipping • • • . • • . • • • • 

• 

Fll.JII royal ties • • • • . • • 
Ferrying airplanes • • • • • 
Norwegian shipping charters • 
!axes • • . . .. . . . . 
Conatruotion coste in Iceland . • 
K1aoellaneoue • • • • • • • • • 

• • 

• • 

. . . 
3, P&1111Pnt a t o u.s. by Other British Empire 

Steel • • . . • • • • • • • •• • • • • 
011 • • • • • • • • • • • • • • • 
Other motor nhiole • • • • 
Other Aust ralian purchases • • • • • • 
Un1dent1t ied • • • • • • • • • • • 

c. Pe1111enta to U. 8 . by other sterling area • 

• 
• . . . . 

• • 
• 
• • 

• • • . . . . 
• • 

• • • 
• • • 

D. Payment• by eterling area to other oountriea 
requiring gold or dollars • • • • ••• 

Total dollar pa,..enta • • • • • • • • • 

Dollar Reoeipta 

A. Reoeipte trom u.s. bJ u.~. . . . ... . .. . 
trom u.s. by other sterling area l/ 3. Rtoelota 

Rubber • 
Tin • • 
Jute •• 
Wool • • 
'rea • • 
Other • • 

• • • • • • • • • • • • • • • • 
• • • • • • • • • • • • • • • • • 

• • • • • • • • • • • • • • 
• • • • • • • • • • • . . . 

• • • • • • • • • • • • • • • • 
• • • • • • • • • • • • • • • • 

C. Receipts troa eale ot newly-ained gold • • • • 
Total dollar reoe1pta • • • • • • • • • 
Dollar det1c1t • • • • • • • • • • • • 

$100 
18 
4o 

6 
s 
s 

15 
1 
~ 

• 62 
18 
20 
12 

..!!3 

$115 
50 
21 
17 

_J 

AYeraga 
Total dollar payments • • • • • 

monthly dollar detioit, Ju1y-Deoember, l9~1 

202 

225 
20 

so 

• 90 

$300 

~ 
$630 
~28 

$1,058 
$ 71 

Treasury Department, D1Tision ot Monetary Reaearoh. 

!/ For f ootnote aee attached aheet. 

Auguat 5, 19~1. 
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!/ Anticipated Annual Dollar Receipt• 
by Other Sterling Area by Oountriea 

(In lUll ion a) 

Br1 t1ah llala.ra • • • • • • • • • . 
Bri tish India • • . • . • 
Un1on ot South Africa • • • • • 

Auatral ia • • • • . • • • • • • • . 
Cerlon • • . • • • • • • • • • • • • 

New Zealand • • • • • • • • 

Other countries • • • • • • • • • • • 

Total • • • • • • • • • • • • 

/ 

11 6 

$ 302 

96 

~ 

46 

JS 

10 

6o -
$ 600 
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(' AppencUx E 

;: Forecast ot Britiah Dollar Position, July - Dec .. ber 1911.1 

.t.Yallable Gold 
Anticipated Rel1et - ProYided or and Otf1oial 

Detic1t R.F,C, Loan About ~g 121 ~Z:Q!l.AI~ llet Dollar Balanoee 
aa e.hown 1ft on On B,P.Il. i'roa Other Detioit(-) aa ot end ot 

Preoed1ng 'lab1e InYeataenta co .. it•enta• ExpencUturea- OF 8urn1ue Month• .. 

(In IUllione ot dollars ) 
June 161 

July - 71 q. 30 37 1211. 

.t.uguat - 71 100 II.S 30 107 231 
Septe• ber - 71 100 16 30 75 306 
October - 71 100 16 30 75 3~1 

IIOY .. ber - 71 100 16 30 75 11.56 

Deceaber - 71 25 16 30 11.56 

• !be t1gurea ot relief on B. P.M. commitaente aay be too h1gb; they aeeuae that relief troa pay­
aenta all talla due during 1911.1, 

- !be .. t1gurea are baaed on tbe &a&IUIJ)t1on tbat $75 a1ll1on of Dominion purcbaeea will be placed 
under Len4-Leaee, July-Deceaber 1911.1. In Y1ew ot the uncertainty of policy with respect to 
oo .. erc1al dletribution ot Len~Leaee goode, th.1e est.laate aay be too h1gb. HoweYer, it ia 
probable that the estimated dollar expencUtures tor DoiUn.ion purcbaeee during the reaeinder ot 
the year aay be reduced by th1e aaount, e•en though thie eat.laate of Len4-Leaee prooureaent 
tor Doa1n.1on account ie too high. 

••• These figures do not ino1ude $105 mi11ion ot Belgian gold and $21 million ot scattered and 
otherwise unavailable gold. 

Treaeur7 Department, D1v1s1on ot Monetary Reaearoh. August 5, 1941. 
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Dat·e: August 1, 1941. 

&~bJ'•" u•e of Lend-Lease Funds in Carrying Out the 1\Yde Park A.greecent with Canada, 

" n~~>ber of questions have arisen with respect to a:ethods 

or u.,lc~tentint the !l,yde Park agreeo:ent, and in particular the extent 

a-.1 unner o: use of lend- lease fW>do tor that purpose, Various de­

;-arw.ents have been a cting apparent.l,y without consultation with each 

oU>Or and without benefit or a central policy. The resultant situation 

~' h•vo adverse political repercussions , partieularl,y for t he lend-lease 

otlort , and it is important that an ovor-all policy to guide acti on on 

this question be promptl,y formulated . 

In acco~~ce with tbe President's decision it is suggested that 

a CcnU.ttee consisting of one representative fro• each ot the three 

apncies priJnaril,y interested to wit: Tret.aury, State and Lend- Lease, 

N eeL up il:nediately to formulate such a policy in the Ught of the 

roblt:s which have arisen. .au you please deiacnate smeone to re­

prestut the l'reausry? 

OIK-32 
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August 5, 1941 
4:01 p. a. 

0UJ 't • Hel.er1ng: Hello. Mr. SeoretarJ • •.•. 

lll!Jr: Hello. Guy? 

H: 

HMJr: 

8: 

lll!Jr: 

H: 

J!IIJr: 

H: 

Yeah. 

You haYe eome maaaage t or ae? 

Yea. You remember JOU talked to ae about 
a certain tellow who'a down here that eome­
bo~ etarted a rwaor that be 41dn' t haYe to 
pay aDJ tax now? 

Yee. 

Well, I 1Ye 1nYeat1fated h11 '314 ~-no hie 
'}8, '39 and now I Ye got the 0 bet ore me. 

Yeah. 

There'• nothing to that at all. 

lll!Jr: Yeah. 

K: Re reported a tax - I'll Juet g1•e JOU the 
a110un t ot tax. 

HKJr : Yeah. 

8: It'e tvent7-ee•en thou1and 1n ' }8. 

HKJr: Yeah. 

R: Thirty-eight tboueand 1n ' 39· 

HKJr: Yeah. 
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H: And hie tax tble 7ear 1e twenty-t1Ye thousand. 

HKJr: I aee. 

H: 'that ie, that'• the tax. 

• 
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B)IJr: 

H: 

BJIJr: 

H: 

BJIJr : 

H: 

- 2-

Yeah. 

Ot eourae , hie 1neome we a hundred and three 
tboueand eoaeth1ng 1n 1 35 - a hundred and three 
tboueand and e1ght7 dol1ar• in 1}5 ••• •• 

Yeah. 

••••• a hundred and twenty-three tbou.and 1n 
' 39 . and ee•entr-one tbou1and 1n ·~o. 

I aee. 

Ot eouree, be ear• b1a 111<> waa - one ot those 
eoaf!D1ee be wae getting a return troa, be 
don t get that now. 

BMJr: I get rou. 

H: Bo the • •.•• 

HMJr: me ruaor baa nothing to 1 t . 

H: No. I thought I GOUld tell 7GU. You'd know 
who I mean and • •.•• 

J!MJr: I know. 

R: •• ••• I wouldn 1 t baYe t o bother reu w1 tb ooming 
oYer w1 tb 1t. 

l!KJr : Oka7. 

H: All r ight. Ie there an7tb1ng turtber 7ou ' d 
want on it? 

IIMJr : No. Let '• torget about H. 

H: All right. 

HMJr: Thanlt 7ou. 

H: All right. 

/ 
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!IMJr: 

Harold 
1olteel 

fOIJr : 

1: 

RMJr: 

1 : 

!IMJr: 

1: 

Hl!Jr: 

1: 

HMJr: 

1: 

HXJr: 

I : 

IIMJr: 

1: 

IIMJr: 

I' 

123 -

Hello. 

Henry ••••• 

he, Harold. 

We were ooneidering o•er here th1a afternoon 
cutting off the eupply of gaaol ine to all of 
thaae pleaeure yaohta and boata and what-not 
that dOt the laltea and eeallhorea. 

Yeah. 

Then eo .. body ralaed the point - aoaebod.T 
alvaya raieea the point • •••• 

hah. 

• •• • • that the Internal Re•enue wae intereeted 
in having eoae of thea operating - I don't 
ltnow for vby. 

No. The only people who'd be interested would 
be Coast Guard. 

Yeah. 

Coaat OuArd would be the only people, and ••••• 

Why we wouldn 1 t out down on any ot your 
people. !hie ia Juat the people vho apend 
their Yaoationa bobbing around in the water. 

Vell, vb7 ahould Internal ReYenue be intereatedt 

Tbat'e what I called you up to find out about. 
I don 't ltnow. I Juat belie•• it at the tiae. 

A freaeury aan aaid tbatt 

•o, one of the aen on ay 1tatt here. 

No, I wouldn't ltnow. 

• 

• 

Regraded Unclassified



' 

124 

- 2 -

I: All right , Hen17. 

H)IJr: Wbatt 

I: Well, ve're go1ng to tr:r to out 1 t out. 

HlCJr: No. I wouldn't knov. 

I: All r1ght. 

HliJr: An1th1ns elset 

I: llo. 

!III.Jr: 'l'bank J OU. 

I: All r1ght . 

• 
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~oluJ!DlJ).! FOR THE SECRETARY' S FILES: 

A meeting relative to the administration of Executive 
Order No. 8389 was held in :Mr . Foley' s office at 4:30 P.Y. 
on ;.ugust 5, 1941, and was attended from time to time by the 
following : 

llessrs . Foley (Chairman), Gaston, Pehle, B. Bernstein 
Cochran, White , E. 1!, Bernstein, and Tilllmons for the Treasury' 
l)epartment; },{easrs . Acheson, Luthringer, and Miller for the 
State Department; ).!essr s . Shea, Rosenwald, Juranev and Swydler 
for Justice; Uessrs . Golden.eiser and Knapp for the Board of 
Governors of the Federal Reserve System. 

Mr. Pehle referred to a letter &ddressed to Under 
Secretary Bell by Mr. T. V. Soong, quoting a request received 
from Finance W.nister Kung asking that this government license 
the Wah Chang Trading Cor poration as a generally licensed 
national. The Chinese Embassy has also addressed a note to the 
State Department making the same request . Such note has been 
transmitted to the Treasury Department under a covering 
memorandum which requests that t he Wah Chang Trading Corporation 
be given the status of a generally licensed national. It was 
agreed that General License No. 62 should not be amended so as to 
include the Wah Chang Trading Corporation therein, but that a 
specific license should be issued making the Corporation a 
generally licensed national. 

Ur. Cochran referred to a proposal for the Board of 
Foreign Exchange Contr ol in China t o send representatives to 
Singapore, Rangoon, London and Washington. I! such a representative 
r.ere sent here it might be possible to consult him on freezing 
control matters that relate to China. It was agreed that this 
vropoaal should be further discussed when Sir otto Neimeyer, who 
lS at present on his wq her e , arrives . :Mr. White informad the 
meeting that he had ~reviously asked Sir Frederick Philli ps to 
supply us with more information on the British freezing control 
as it affects China and Japan. Sir Frederick had told :Mr. White 
that l1eimeyer would be able t o supply suoh information upon his 
arrival. Mr . White also said that he bad requested llr. T. V • 
~oong to attempt to ascertain the quantity of raw silk available 
ln Free China for export. such silk would pr obably be lower in 
grade than that presently imported, but would be suitable for , 
B!lODg other things, the manufacture of silk powder bags for the 
~and NaVJ. 
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The question of what t~s government's policy should be with 
respect to tro.de between the UJU.ted States and Japan was discussed 
at some length. Yr. Pehle read to the Collllllittee a. schedule of 
applications for the export of goods to Japan which are now pending 
It was agreed that applications involving the export of goods for • 
which export control licenses are required will be denied. a.s well 
as applications covering the e;q>ort of wood p::;a , metals ~ 
oanufactures, machinecy and vehicles, rubber manufactures, 
chemca.ls and related products (with certain pharmaceutical 
exceptions) . A memorandum is to be prepared in order that a policy 
decision TJI."!/ be reached on the following points : 

(1) The types of goods t hat should be licensed under 
the fre~zing control for export , the export of which 
does not require an export license. 

(2) Whether this government should require Japan to 
purchase whatever exports of oil and cotton may be 
allowed to her out of cash funds held in the United 
States or free dollars held in South America.. 

(3) The quantities of cotton should be licensed by 
the Foreign Funds Control for export to Japan. 

llr. Acl:eson said that the export of u phalt t o Japan lliUSt be re­
exu:ined, as it has been learned that such asphalt may be used f or 
tile construction of airplane l'Uilll8f& . l(r , Pehle referred to s everal 
cases which involve the use of blocked Ja.~anese dollars in the 
linited States for the purchase of strateg1c mat erials to be sent to 
Japan f rom South America. It was agreed t hese applications should 
be denied and the State Department should be informed of the 
~roposed t r ansaction in order that the purchase of such materials 
lor this government may be considered. It wa.a also agreed that 
~rchandise, not strategic in character, which has been brought in 
o~ Ja~anese vessels should be licensed for release from Customs 
cust ody to t he purchasers thereof, in those oases in which the 
~erchandise i e either fully paid for or in which p8fm8nt will be 
~e into a. blocked account. Str ategic materials , such a.s r~ 
Sllk, will not be so released until such action is cleared w~th 
tlte Offi ce of Production }(ana.gemant . 

• 
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1~ . Bernstein reported that word has been received fram 
Brazil that out of the Japanese dollar balances held with the bank 
of Brazil , $1,800,000 has be11n converted into milreis. It was 
stated t hat such conve~sion was for the purpose of suppqing Japan 
with local currency which she can use to pq for exports to Japan. 

Re!erence was made to an application involving the 
purchase and shipment to Japan of $230,000 worth of Canadian wheat. 
It ia stated in such application that a Canadian export permit has 
been granted and that the proposed tran.saction would be financed 
bf debit to a blocked Japanese account in this country. l(r, 
Acheson said that he had discussed this matter with l(r, Hume Wrong 
of the Canadian Legation and that Yr. Huma Wrong had informed him 
that the Canadian Government would probabq deny the export permit. 
It was agreed that )(r. Pehle should discuaa this application 
further with l(r , Huma Wrong. 

The Chase National Bank has informed the Treasury 
Department that upon receipt of License No . NY 97805, authorizing 
a transfer of approximately $606,000 from the account of the 
~ian Nation&l Bank to the State Bank of the U.S. S.R., it had 
wired the Rumanian Government for authority to effect the transfer. 
The Rumanian National Bank wired back stating "We disregard 
rreasu.ey license" • 

l.!r. Pehle referred to a draft of an Aide Uemoire to be 
handed to the Japanese Alllbassador relative to t he licensing of 
p~nt of Japanese diplomatic and consular expenses in this 
country, The point was made that either we should insist upon the 
receipt of information as to the cash funds available to the 
Japanese Government in the United States before any licenses are 
granted or, if we are not ~repared to do this, no mention of such 
cash funds should be made :LD. the Aide Uemoire . After discussion, 
it was decided that the cash funds should be ignored in this 
connection since we can later insist that such free dollars be 
used for the purchase of marchandise . 
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Mr. Cochran re~orted that Yr. Lacour-Gayet , on the 
occasion of a recent v~sit, raised t he question as to whether 
this government would license the use of approximately $200 000 000 
held in this country by the French Government f or the purch~se ' 
of Treasury bills . 1!r. Lacour-Gayet is to discuss this proposal 
further with J.!r . Rouse of the Federal Reserve Bank of New York. 

An application has been filed by the Chase National Bank 
to per:nit t he China Uedical Board, Inc. to remit $300,000 to the 
Peipin& Union J.:edical College, Peking, between August 1 and 
Deeet:.ber 31, 1941. These funds , which consist of Rockefeller 
Foundation donations are to be used to support the leadillg medical 
center in China. Before action is taken on such application, the 
source f rom which it is proposed to purchase t he foreign exchange 
will be investigated. 

)Jr , Bernstein pointed out that since the Order has been 
extended to China and Japan, e~orters in the United States are 
confronted with the same situat1on that existed in South America; 
namely, they do not know the nationality of persons to whom they 
~ be exporting in the British Empire, the Dutch East and West 
Indies, etc, Accordingly, a revision of ~neral License No. 53 
has been drafted which will license such tradeA provided there is 
no interest in the transaction of a person on The Proclaimed 
Uat of Certain Blocked Nationals" , between the United States 
and any of t he folio~ areas, aad between aey of the following 
areas : The British Empue, the Belgian Congo , the Dutch East 
~West Indies, and the Union of Socialist Soviet Republics. 
Such amendment to ~neral Ucense No. 53 was unanimously appr ond. 

Kr. Pehle referred to an application which was discussed 
at a previous Committee meetillg, relating to the ~ortation of 
scrap steel from a firm in Cuba on the Proclaimed List. Yr. 
Acheson said that this type of case was a matter which he desired 
to discuss in the State Department and that we should continue to 
hold suoh application. 
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Mr. Bernstein announced that Form TFR-300 was in final 
proof and t hat representatives of the Federal Reserve Banks would 
be requested to meet in Washington next Monday and Tuesdt~¥ in 
order t hat they mq be i.n.str ucted in the use of such forms . )U> , 
E. U. Bernstei n said that the.Fo~eign Exchange Committee in New 
York is anxious to cooperate m 1nforming all banks in New York 
that the question8 contained in such form had been discussed by 

129 

the treasury Department with representatives of business firms 
~ b~. It was also agreed that a representative of the 
Treasury be s ent t o New York to discuss with t he financial writers 
of !len York papen the contents and uae of Form TFR- 300. 

]W, Bern~~tein also read a telegram t o Collectors of 
customs , stating t hat with respect to exports to China and t he 
British Empire , the nam.e of the ultimate con~~ignee need not be 
given Wltil August 11, 1941. 

Ur. Bernstein referred to the problem which has been 
rai sed by counsel for Sterling Products and several other drug 
f irms which distribute. t heir products in South America through 
local subsidiaries or branches who deal with distributors llho 
are on t he Proclaimed Ust. Sterling Products have notified the 
Department t ho.t they will proceed to f ill orders from such 
dist ributors on Monday unless they hear otherwise. It was agreed 
that a letter should be addressed t o St erling Products stating 
that such tran8action~~ would appear to be subject to the 
~revisions of t he Executive Order and that applicat~ona to engage 
lll such tran8actioll.6 will receive prompt conaideratlon. 

• 
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Secretary Morgenthau 

~:r . Kuhn 
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., .... August 5, 1941 

You asked for a brief biographical note about Sir Ronald 

Ian Campbell who bas just arrived to be second in command to 

Salifax at the British Embassy , 

The important thing to rer.~ember is !lOT to confuse him 

wit~ his n&J'Ilesake , Sir Ronald Hugh Camrbell, an appeasy and 

stuffy diplomat who played with Prince Paul and the pro-German 

crowd dur inb his five years as British Minister to Yugoslavia 

from 1J35 to 1939. 

The man whom you are to meet is very different , from 

all accounts . He followed Sir Ronald Hugh Campbell into the 

rost of Uinister to Belgrade in 1939, and apparently had a 

&reat deal to do with the pro-British revolt which threw Prince 

Paul and his crowd out of office this Spring. You may remember 

that he was in Belgrade during the terrific German bombardment 

on the first day of the Yugoslav war , and then escaped to the 

Adriatic, with many hair-raislne experiences on the way. Be­

fore going to Bel grade, he bad served for two year s as second 

man in the British Embassy in Paris and did everything he could 

-
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( to strengthen the hands of people like Reynaud, both before and 

durinC the war . It is very much in his favor that he served in 

rashington for two long periods , first as Third Secretary of 

the Embassy during t he Wil son Administration, from 1915 t o 1920, 

and then ns Counsellor of the Embassy from 1927 to 19$1. 

ou twardly he is the usual British diplomat with an Et on 

and Oxford backs round, but those who know him say he is a good 

fellow, and heart and soul committ ed t o the destruction of 

F.itler as he has been for mny years . 

:?, I<. 
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INTER OFFICE C01iolto4UNICATION 

c"n August 1, 1941. 

Secretary Morgenthau 

Mr. Foley 

You will recall that a week or ten days ago 
Miss Ualvina Thompson, Mrs. Roosevelt's secretary, wrote 
you and told you that l!rs . Roosenlt was very much 
interest ed in legislation which would permit seeing- eye 
do's access to Government buildings along with their 
bllnd masters. She also told rou that Yrs. Roosevelt 
bad suggested to Herbert F. Ge1sler, a blind la~r 
froo Chicago who had brought the matter to her attention, 
that he try to see you. You suggested that Geisler get 
in touch with Larry Bernard. 

Mr . Geisler cams in to see Bernard some t ime 
later and they discussed the problem. Bernard got in 
touch with Congressman Lanham and Senator Maloney, the 
chairmen of the House and Senate committees which would 
have jurisdiction over legislation of this character, and 
they told him that they would be glad to cooperate. 
Bernard then drafted a bill which Congressman Lanham 
int roduced yesterday. 1 copy of that bill is attached. 
Bernard tells me that he has also talked to several other 
peofle on the Hill about the measure and that he does not 
ant cipate 8111 difficult;r in getting it through. 

menta. 
I will keep you advised of any significant develop-
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August 5, 1941 

James Rowe telephoned Gaston that it was an oversight 

end stupid on his part that the income tax of the dollar 

8 
year men were not investigated and that we should do it 

at once. 

This is the result of my conversation with Wayne Coy. 

• 
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( · e secr~t r ry called in J,ir. Gaston and Ur . 
•• j;~s J:onday ~fternoon , and e.s~ed '!'hY the 

0
,l)er·&· ;te&r 1aen were not be1ng lnvesti­

·ated . Irey soid that the n9JIIes of those 
~•n ~e re sir.•ply not being sent over. The 
3;cretBI'Y said that he couldn 't under­
stsnd why tlwir income tax records were 
.. >l inves~ir,oted end that he thought it was 

• 

ve i'Y stupid . 

7h~ Secretary sent for Wayne Coy on 
T~esdav, Aucust 5th, and talked to him. 
Fo:lo~:n~; ' s Coy 's visit , Jim Rowe called 
:~: •aston and said Coy had spoken to him .::a ti.et 'ltblllnnxltapR .. n hereafter he , 
?.o•e 

1 
•ould send the n9JIIes of all the 

o·~lar· &-yeer ll~n to Gaston for checking 
1n t neir income tax records . He is going 
to bet;in by sending a list of those already 
Dr. the rnlls . 

- . 

• 

t • • 

.. 
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To: Secr etary Morgenthau 
r rom: Mr . Gaston 

Subject: Defense Per sonnel Investigations . 

A memorandum f r om the President to you dat.ed 
February 28, 1941, asked that the Treasury Depar tment 
ar.sume the work of ~akine character investigations of 
emrloyees in the defense ~mergency aeencies . Your 
order of ~arch 7, 1941, d1rected the formation of a 
srecial group to make these investicatlons . 

Statistics as to thi s work follor.: 

To tal per sonnel on special 
investication work .. .. .. • .. . . . .. . .. • 94 

Supet•visinr. , clerical and 
statistical help ............. 15 

Investigative agents •.•.•.••. •• • 79 
Intell icence Unit ..•.. 39 
Al cohol Tax • ••••••. •• • 25 
Secret Servi ce ••.••.•• 6 
1:arcotics . . . . . . . . . . . . . 6 
Customs Agents .••••.•• 3 

Cases on hand ~arch 7, 1941 •.• •..•. ..•• 136 
Received from Office for Emercency 

lJana£ement 3/7 to 8/l ... .. .......... 3,141 
Total .•• • 3,2'1? 

Conpleted ceses ...................... . 1, S93 

On hand August 1, 1941 ..••..••••.••••• 1,284 

Present number bein£ closed weekly .• •• 135 

Prior to !!arch 7, i nvestit;at.ions had been 
dl vidcd between Civil Service , F. B. I. and the Intelli­
~ence Unit , Bureau of Internal Revenue, and the 136 
cases listed above as on hand ~reb 7 were those 
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received under that arrangement. In conferences be­
tween Mr . Irey and officers of the O. E.M. the latter 
requested and it was a~reed that each employee be 
interviewed and investlgated aa to character, revuta­
tion and loyalty to the United Stat es . In additlon, 
a search is made of income tax returns to determine 
l'lhether the employee hes satisfied his llabili ty for 
taxes . The rout ine of investigation establ ished by 
a~reement is that (1) as soon ae possibl e after receipt 
o1 a request the employee is interviewed, (2) the 
records of the Dies Committee are checked and (3) the 
case is referred to the field for investigation. It 
~as understood also that the records of the F.B. I . 
should be searched for any evidence bearing on the 
loyalty of the candidate but except in a very small 
number of cases this has been found to be impractible 
since the F.B. I . has not found time to do the work. 

Our information from Q.E.U. is that since the 
date of the Presidential order practically all 
employees of organizations under O . E .~. have been 
referred to the Treasury for investigation, the ex­
ceptions being dollar-a-year men and a few individuals 
so closel y identified with Army and Navy confidential 
work that the i nt elligence organizations of these ser­
vices have made the character investigations . 

I em attacting hereto a copy of a form of re­
?Qrl which I receive daily. 

E:nclosure . 
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A.ucut •· lMl 

Dear Ma.rrlMra 

!hank ;rou nrr lllloh tor 1nd• 
ill& • 70ur a.rtlolo h Fort-. I 
rtli it with f"at 1ato"ot, u4 I 
thi.Ak th1t t h o 1o u au..U, well 
""i ttoa .aa ''"tullf tho~~&lat cnat 
artiolt. 

ISJ.p.t) Honrv 

Doaorabll llarrhor s. lool .. , 
Cblir~~&~~, 
BoU'd ot Gonnoro ot tllo 

Federal ~.,..,. ST•t.a, 
itaehiJictoa, D.C. 

• 
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BOARD OF GOVERNORS 

FEDERAL RES ERVE SYSTEM 
WA.aHI NGTON 

July }0, 191ot. 

!)e&r lionry 1 

Enclosed is &n ~dv&ne& copy or an Article which 
l r rfllpered o.t thfl request or For tune L~aeat1ne . It is to 
A~~~~r in thei r Aucuat issue which c~•• out in a f~ deya . 
1 hot•d thot you mi(;ht have "-" O?portun1 ty to l~ok It over 
~e•'"• I th1nk lt e.ce-ords in cen,rel with yo•)r views Md 
what you ere trylns to accomplish . 

Actual l y the artlole is lar~ely r•petltion o~ 
w!>ot l h .. e sold before . JJ"tor ••Y tdk t o the ChMber of 
C?-.::""' TCt •nd f"lY testimony befor e the r.a.ya Md ~etns Co-s­
~l ttee , the Fortune peopl e a sked me to expand in t his 
or t lol e the vi~ I hod expr essed . Th i s It what I have 
~~~:ht to dQ 1nsorar as possible in ~ lnfornative and not 
A c~n trov~ tGlel ~~Y · The only trouble ta th~t the article 
!'Ia:· be aomewhat out of date by the time 1t appot'l.re ainoe 
1t "-'U written nearly a month a.~:o and thtnga ere movin& 
with aueh repidlty . 

Yihile' I know you e..re tttrribl y awa.mped , I would 
appr4c\ate it 1f you co~ld take a moment to l ook it over . 

Sin~~ly youra, 
,____......... . ' I 

P.~~o ra~lc ~enrv ~Or 7enth&U1 J r., 
S•erotary or the Tr~e sury, 
.. u nlns ton , o. c . 

• 
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Price Fixing Is Not Enough 

To meet the threat of inflation we need certain direct controls. But there 11 no 

substitute for the immediate adoption of hardboiled fiscal and credit policies. 

----- - --- ---by Marrirur S. Eules------ - --- -­

Chairman Board of Governors, Federal Restrve s,stem 

FOR ttn )'t:an, prior to the atart of our 
ddt mt elort, the c:ounuy nrugglcd to 

0\~t dcpress.ion and dc'R:u ion. Now. 
afrnos:t O'tm•ght. we art c:onfrontcd with 
the dangt n o( ovcrexp;anJion and inflation. 
Instead of seeking means of adequa.ttly 
using our matuiaJ and human re10urces. 
"·e art now facing lhortage• in various im· 
poru.nl a texories. both or men and or 
rmtn iab. 

f Of a dtadt " 'e hne b«n a:tri ring to 
stimulatt coruumer demand and purchaSing 
power sufficitmly to m:uch our productive 
cap;u::it)'• Today our problem is to rorb con· 
lUOltr dtmand and purch11ing power to 

du t they "''ill not dh·ert 100 mudt of our 
productn·e a pKity to the rnanuJaaure of 
,_.,..,.lialt and will not bid up.~ pricn 
of m:u.t riab n~ for ddmK as well as 
or other commodities. " ·hile we dt\'ote au 
incr~asing ~rtion of our productive rna· 
chine to ddcnsc purposes. The country 
must undergo a rapid «:ad/uttmcnt of its 
thinking in ordc.r to com pre: lend the mean,. 
ing of ~ges rolh« \han JurpiOU<S in 
many fitlcb. 

More th;~n that. we must ln.rn th:at the 
succ-tU of our ddcme progr:un turns on 
wh~t we put into it, not on \\'hat we can 
get out or it. AJ ret, s_peaking generally, our 
ptOplc ue not thinking in terms of defcruc 
pTodunion and of .~ _,;r.,... ckmandtd 
o( all gyoupa. Bwinc:umen a.re primarily 
imtrnted in the ~fiu to br made, labor 
iJ interctted in h1gher wages, the farmcu 
are conetnled wilh crop prfcet, the invcttor 
is thinking about b.rger interest returns. 
ThCK are lhe prcoa:up:uiont o( pntttimc­
noc. "-anime. lt is no Jongn a quation of 
-.tuc "·e an get out of <kftruc'. but what 
we an ~,·e 10 it. T oday'• «<nomic fTOI>­
Iems arc 1n large part the economia o ~r. 
not of pu ce. T hey arc the opposite of those 
that Msct UJ for a decade. 

Until about a year ago "''e nteded tO di.,. 
rour.age ta\-in.:a .• tO encourage ~pendilure 
~ crtdit cxparuion. \ Ve ncttkd to ftduce 
antnot nttt an ordtt to encourage barTOW& 
ing. We ntcded to t:~p tax.ation down 10 
thit the mon~y a.pent by the F'emment 
would be added to the •pcndmg sncam. 
'!o that en~ tOme o£ us urged ddidt 6n.ane­
mg as a dehberate policy. Tht country pur· 
sutd fial and m~ury policies Wt in 
~~ JOUiht to mcourase cralit t':Xp;tn• 
sion. \\·e allowed ouneln•s to be inuncbted 
'ft'ith high•prictd gold as "'til u silver, 

which .served to swell our bank dtpo&iu 
and exceu rucn·a to unp~tcd lev­
cb. thertby forcing intttut ntu to alJ. 
time loWJ. 

Throughout the dcadc, howncr. we re­
mained in a ttace of scmideprC$1ion because 
we were not willing to have the government 
auppltment private enterprise with a suffi· 
d ent amount ot activity and expenditure to 

~ploy our idle manpo11t"r.r arid rttOU:rca. 
While -·e lud • dtgT<c ct.....,....,, h ncvtt 

carried thrqugh tO the point of reuonably 
run employment. At no time had we IHS 
than from eight tO ten million uneml,'loycd. 
Much wa.s done to encourage hou1mg. to 
.-imub.tc production of capiulsoocb. Statu 
and mumcipalities wut: s:ubtJdlud to a 
lafit txlml by le<kral oullal" !0< publk 
wotb. \ Ve sUCCffdcd in bri""ng the oa· 
lional income up rrom some $40 billion at 
the bottom of the dcpreulon to an average 
or approximately $70 billion for the end or 
the decade. \ Ve connantly heard prophecies 
of infLation. But inflation did not nutc:rial~ 
ire beawc ._.e were nt\'tt abl~ to ~ake up 
our indiUlrialtlack. And until our rta.l dt-­
feruc effort bepn a litde more than a )"ttl' 

ago we were nO I utiliting not more than 70 
J)Cr cent of our full cap:~c:ity. 

ALL this is now dranically duncing bc­
.n. ca~ofhugedderucapenditura.. We 
arc rapidly movinJ toward a condition of 
lull W< of our ph!"ial apacilit<, \bough 
not ytt of our total available manpower. fn­
acead of d iscouraging uvings, we need now 
to encourage them. l rutead of encounging 
consumer expcndhurts, we need to apply 
curbs on private spending wbttn•tr it 
thrratens to enc:roctela on dd:erue ntcds or 
to distort prices. lrutt.ad ol aimubdng 
coruumption by de(teit fin:andng. we netd 
10 far as: we can 10 reduce the deficit and 
10 approach a balanced budgtt u the coun· 
try re.1ches a condition . of -full utiliu tion 
or iu productive capacity. All publlc au­
lhoritia.. both ttat.e and national, ahould 
twpend their noneue:ntial public worb and 
other activides that we Dlt':n or materials 
uceded in ddeNe production. In thia way 
they can build up a backlog of publlc undrr· 
t.tk.1np that will help to oihet a ~tddetuC 
tlump. AU public outla), othcr than thc»e 
for cfc:fensc or for mainwunce of neential 
.ocial ~ induding s:uch aJ!icuhuraJ 
benefits as may be nccaary to bfin1 about 
a re:uoru.blt balan« betwten :~grfcuhure 

and lndw try, need now 10 be pand to 
1M bone. h utead ol a LIX struaure dt':'­
.a.ign«<to cncoun gc con~mpc.ion. we n«d 
one th.at will na.pture for the govnni"MnC 
a brJe part of the outla)'s: for dc:feruc. lnter• 
en·rue policy should now be dirmcd 
toward encouraging u vings and investment 
in government securititt for the firundng 
o£ defcrue-not to Nimulation of private 
aed.i& txpansion.. 

Not dollars b ut goods 

Tf IS a commonplace, which we are prone 
.l to fOIJel, that the meuure of rnl "'·eahh 
prod...et1on of n~y rountry ia to be found in 
\be !"')'lic:al s-1> produad. Wannd prtpo 
arauon for wu fofu w to tu.m our eyu 
aWJy from the dolln sign and to this reahty. 
\ Ve a n.not defend ounclves or fi$ht whh 
doHara-we need gu1u, tanks, sh1ps:. air· 
plantt, a.n•munjtion. Similarly we an.noc. 
tat. wcu. or lh·e in dollan , which ue only 
wduJ a.s: they enable w to acquire food. 
dothu, and shelter. H.ad "'-c been able to ace 
this tleuty in the pMt deadc-had we 
turntd our imme:ru.e productive machlnery 
to making the things of peace: as we arc now 
obliged t O USC: it tO rroduct the thingt 
of war-our suncbrd o living would h~ove 
C'XC'.CtCkd anything the workl bad ever t«:n. 

\\'e <DU.Jd han a.Korded it.-in~ the me· 
tdy of \bt fJ<'"iod U \Jul We \hough\ Wt 
could nOt allord it. 

We no longer hear the plaintive question: 
"Cilln we alord it?'" for we all know that 
what we cannot afford h to fail to produce 
for ddmte:. By the ~amc totcn, however. 
,.-htn pncc mma it b to be hoped that we 
W.ll 1\a't'C: learned the le:uon and that we 
sha.ll produce for pn cc jw.t as we must 
produce for wu-up to the limit of our 
prodUCtive capacity. Dm there will be a 
greatdilercncc. What we produce for peace 
will make the wodd a lxucr place: to Jive 
in. Amu.menu ~ca but do not impron 
our war of lilc. If w• lam oo applr ·~ 
toUnd ttonOmics o( the cnJ)nttr who thinb 
in terms: or the production of ungiblc thinp 
ratht.r than the economics or the fi n.anciat 
operitor who thinb In terms of dollar•, we 
s.liaU ha,·e done as much to prt.St':l'\'e dtmoc­
I"Kf f« the future u all ihe armitl that 
<OUid b< mobiliz<d. 

Dttpite the bet tlut durins the pan )""t:~r 
we h.in bttn enpgcd in a b.iJ:e..alc. 
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tt.outh ,,,n not a full, dtfmx t!on, wt: 

hl't nnt tO b.r c-:n<TOIC'htd upon or rrduud 
lht _.11111ct,1rd of lh ing or any group ol our 
populimon. On the contrary, the aumdard 
1w prathly inaastd through the absorpo 
tiOitof chc un(U'Iplo)cd and a ri.se of i~ 
af the rmplO)t'd. Ne,erthti(:U "'"tare ~e~ 
ping up our rr-annament df~ very raptdly, 

1~ d,·ilian supply mun gwe way u our 
dtlcm.t producuon increues. Durin$ the 
p1il Meat )tJr ,..·c exptnd~ about $6 ballion 

lor li"IIUmtnts.ln tM commg fital )'Ur we 
nuv dl\trt an}''"-·hcrc from $11 billion to 
StS billion to armamcnu. lf "''C push up 
our national income co a maximum o utput 
o1 Stoo billion per )'ta.r without a drastic 
ritt '" prkt:t. arid expe-nd. say, $to billion 
on amumtnu. "'"t thould luxe $8o billion 
!d'c for other purpostt. But itls quite possi· 
bit that "''t shall have to divert anywhere 
ftom S1o co S.o~o billion to armamcnu to 
C'ltrh "P •uh. to say nothing of surpus,ing, 
C.mtUm In -.·hich ~other nf'flb would 
h;a'r to bt rigidly curtailed. 

Rut the problem h noc. to simple u the~ 
fi~~:mN. u~ purely as examplt:s, lndkatt:. 
In tmft)' cases dtren~e rtquiremenu ue 
.a.lrad) t~b:lorbing not jwt •o ~ «:nt of 
otnput but. ou in the C'a.K' of aluminum t~nd 
otbrr unttgic materials, 100 per cent. On 
the ochtr h:and. there arc othtt Clt~ries 

.mtrr 1urmament will impinge licdt: if 
Jt JJI. Thi~ is panicululy true or agricul· 
unaJ ptoduction. Hen« the problnn is not 

OM of alloc~ting a sp«ifi«i pcr«nta~e or 
;all cl;mt\ of production between dvalian 
:~.nd dtftnse requiremcnu. h is rather a 
problem of malmg such allocations as may 
bt ntf~..al' in c.he diffcnnt 6.dd.l or acti\'• 
11"\"". \t flCC'ttnt OUT problem iJ not one Of 

guru nr l,uurr. In our ca.se it iJ mor-e nearly 
ilqurs.tion of guns "enus more automobiles. 
tc:fd~rrators, and other durable goods. the 
purc-!u.w- ol "·b.ich "''e mwt deftr at this 
timr an tlk interc:su of rearma,.t:nt. And 
1M eMtnt to ,,,.b_ich "'C an noid ..acrifia 

ckprml\ upon our nbility to inat:l!oe pro­
d~Kuon in th~ fi cld.t where the gffatett 
lhc:ot ta1:,tl <''(in. 

Two t) pes of control 

r »IF bet that we ha\'t abundonee o£ some 
land> o( goods. )<I •lrndy are m«ting 

clr<Uit( J~Ort•gt"J in ochm. greatly affccu th~ 
kutd nf policy we should adopc tn mttting 
Ollt' Of tht great «:OnOmit rTOb)tn\j Of any 
\\'ill , ~~l.lltl)' the co~t~ol o pri<lel. In gen• 
ml, It It 111·eU tO dUhn(Uish be't\OI'et:n t'...,'O 

'"' d•ffmnt kinds of pc:_~ce d.istonioru Uu-t 
~ 'ftf'.u tu.nnaf'l\Cftt ~!on or war iu.e1f 

tnull" hr"· ther-e may be" t.eltc:the pri« 
dmrtt uont brought about u the govern·· 
*~tnl suddenly en ten the market lor muni· 
liOIU of aU ki.ncb. S«ond, thttt can be a 
rtr.ncl price diJtorlion caused by 1~ bet 
th.tt the SO\emment h pourin$ out hu«e 
'ums for tt'annamenc, thus '"''tllmg payroUs 
and em porate dbbursttnt'nts. while :u the 
ume ~imt the ptodunion of comumas· 
t:ot'!Cb u bting curuiltd or only a1ightly u · 

p.lnd,ffl Thb gtnt'nl phmomt:n<m. "'"here 

IM ani, .. purdwing powa in lh• hancb of 
c.he public outruru coruumer out puc, is In· 
Ration. 

It Ia alto c:JSCndt~.lto di.uinguh.h two dlf· 
rert:nt Wa)'l by which pritta an be COn· 

troll«!. On• woy I should eall th<: direct 
method where the p ·rmmt.nt ac.ep in and 
kttJ» ap«ific pricu from getting out of 
hand. The other Wi.f J should call tht: func­
tion•l controls by which the government 
teeka to curb the purchuing power in the 
handJ ollh< pub6c by broOd fiJal policy 
or ocher- mnru. Now at is pnfecdy appa.r· 
em that in that acc;tor of the economy wflere 
the ~O\'emmcnt it a hu$:e purchutr- the 
poruon that might be called lhe milhary 
sector-we mu.n Ju.,~ immediate and dt'rect 
controls.. Priorida. ntionin.a. a.nd apcd6c 
price fixing arc going to be the orae1" of 
the day here. Jn the cut or aluminum and 
machine tools. (or instance. allocation b 
made not by a bidding ur of pricet to 
detcnnine what burer ahal 1"«t:l\"e wtuc~ 

but by gonmmcnt fdict. You ma·y offn 
right now any price you "''a.nt for a ma· 
dline tool but it will not help your chances 
or getting h. h would be folly to Jea\'C' di .. 
tribulion of any viul "~r material to the 
mtrcies of .. the mart «. .. 

But what or the more gencnJ problem 
o r inRation1 What o f the bidding up In 
prices of consumrrs' goods that come• u 
the public rtccin~s incrused fUrch••ing 
PQ""tt and coma up agairut a dtminh.hing 
or ttadc Juppl)> Hac too "''e might try to 

rely on dir-«t controls. and indt:ed in aome 
ca.sn will to advanta~c. We may uJe a 
"rifle" not a "ahotgun ' ttehnique. Ne,·er· 
thelcss. the job of trying to control many 
cocuumtt prica by dir-m action iJ mort" 

difrtcuh than h often supposed. Who iJ to 
jtl the pr-ice O( lingerie. and \\'Omen's $IOC:k• 
ings., and bo)a' hau, and goH balls, and 11 

million ~ .itcnu that indirtcdy affect 
tb-t ~01'. of h\•mg~ And how arr 'At ~ng 
to dul.nb~te the producu ~uitably once 
the pnce 11 xi? f or when )"'u fix. a prla­
you arc iwt u the bqpnnins or )"OUr 
trouble•: . 'You have takc:n 21way from the 
market 11:1 nolliW function or dittribution 
and thnc wlll be mort buyen ac the fixrd 
price. 1h1n gooda t~ go around .. At the pres· 
em ume we are tr)'lng 10 fix pnca on auto­
mobile•. and io.this cue ""~ ahould do so. 
But you may bu·e noti«d that your auto 
dealer-. iJ havi,.: a much bigger aay. ~·er 
)·our hft than n ·er befoct. He iJ dcc:1dmg 
whether you or the next man shaU gee the 
new c:ar. And lhe only aubniture fOr the 
dealer 'A'OUld bu go\•tm.m<'nt a~nt snooJ> 
ing a~ut to do1ht: diJtribucing iob. 

1t tJ wdl to mnember that tfilt is not a 
small country like Englllnd, where it is 
fairly tn.y co rnrorce gov<'rnmem price 
edicts. h IJ not a Germany. where people 
are uJtd to taking ordtts a~u prices and 
disuibudon. Tl.t fact is that i.n the chilia.n 
sector or the ttonomy 'A'C have c-\·cry reason 
for dropping bOKk on traditional functional 
methods o f prier conc.rol-namel)' the curb­
ing of consumer dem11nd through tuation 
UKI othn mnu. We ha'~ C\' Cf)' reason. 
chat i.~. to try tO "-ard off inR.uion by kttp­
ing conn•mer purchlling power in adjuSt· 
ment whh the output of consumers' goodJ 
and co l\'Oid more toulitarian mechods 
until abtolutel) ntca~ary. \V~ ha,·e C'\;t:r), 

reaJOn for fraoi"l an inte-lligent fual 
policy. 

Bill r UK cheword intelligent ad,•bcdly. 
I do not hold lor tlxing all equ:~~lly. For 
too long 100 aany of OUT ~IJle haxc 
existtd on too low a .u.ndar-d of Ji, ing. 
in lt1"m~ of tbt nation's capacit) to pro­
duce. And ""e arc noc. going to Itt the war 

(Cont•'nutd oft pnge r,o] 

THE BUDGET 
The eninunn of government r~dpts and fXpc:ndiurrrs for fiscal •Ott arc 

FOJt.TU~~·· rf'spons-ibi_lhy. They fonn an inttr~ting_ c~nu!ltntary. howcoH·r. on 

CO\'trnOr Eccles's aruclc on the "'' If fCODomy. The dhtux.uon betwttn lh<' bout..· 

kttping defirit and th~ (ASia deficit of the gG\·emment ~ (hitft) account~ f 01 b\ 

the fact that net Social S«urit)' r-cceipu do not figurt: m tht: boot.~~'"~ pK· 
ture. To the big cnim1ued cash detidt should be addtd about $1 bllhon 1n the 

fom1 of net dbbuncmenu by \•u ious agendts (chicR)· the RFC}. not in tht 

budget.. h t-hould be r-cmembc:rtd th" privateopit,.al_in,'Otme•u ma)' be ".nailer 

1his yar. oiJCtting to tome degrtt the gO\·emmtnl 1 mat'J..K'd nee expcnd&IUt~. 

Nf:Vcrthclcu a cash deficit or S9 to Slo billion in a !·ear t~~he.n rea.nnam<'nt u 

damping output of consumen· gooda is a danger aigru.. 

8oot.Kf...£Pti'IC 8 .dtS: 

t :\pendhura 
Reccipu: 

from rxining taxts 
From J)robotble new tax.tl 

0.6cit 

CASH 8ASIJ: 
txpt!tdhura 
R tctipct 
Deficit S H'7 
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Price Fixing Not Enough 
ICrmtl ll'ut'tl /r()!lf ~1gr Jil 

m:..t c- •ht~iua:uion -.-~. T~ b:l· ,w lltt'th a, a m:mtr (ll hnh .. .;uKl 
nt0r11l~ mwt bf: mt1. l . .ow ir•onte 
~ps should not I~ C:"ptt'trd 10 
makt' uairtco in food. do:laing. 
~nd ocht'r ncct'~o~hh.'l, for they 
h:'"~ h:ul too liulc:. T he ~nni6cn 
num come from ~hoe mo•·c &,rtu· 
nate group!!. thll!lt ~ho t:ll!i get 
along with fc-"¥~'n' autOtnobik,aiW 
Olh<r good> l1ffilnl lor dofoo"" 
bu1 not ew:n•ial lor ch iiQn W(:ll• 
lx-ink. Jn othrr ._.~,k. rnmaion 
of rolhllllK'T demand ~ohould A art 
a t the: top and wm k. dcn~·n nther 
th:m Man :u t il t: Wuom a nd ''01"1.:. 
"I'· 

The critical taxes 

T HE JKY"'«:f to , .. , it; 1hr ~· 
fundimerual rtw.-..m of tbin~t 

thiL It is •he n'H»t c:flenhe a~•·t"ll 
:t' the most ctJUil:tbll" of all 1hc,: 
bm:•d funct io1111l II()Wt'fll :u the 
runuu:and o( the ~oH·rnnK'IH. T he 
1~11: s)nem should be ck.,igr)(d tu 
r«;tpc.u~ for the lC)\t'ntnWIII ;a 
l;~f'X'" lart or the dd'cmt O.J!~Modi· 
IU:rt" and, tO far a' p&"-ible-, •• rt"­
duct" consumtT dL,u:.od foe- good~ 
~h('f"t' the • ut•l•lr j, in:ul~au:t't. 

T o :tiXOilll)h-'h thi' ahu "'-e ~all 
h:au• 10 rd)· 111alnl) llj iQR four 
1\1~ o£ t:IJC:t tion: ( t ) fMj)OI':IliOil 
intumt' :md cxt:e\t•r•ror.b uxa . 
(t) greatl) inc:r(':t)C'I'I nonu::.l :a?d 
\llTY.I~· gr.adu:at(tl ~Ur&:I\:C'i Oil IU· 
diudmr incun~ (3) h•&h nc~ 
t:n.t:" on duubk romu...n' 
gooru., and (4) inltt:rhatKl: and gil~ 
t:u:t.-s. 

l)uring the C'l lWISt'llf)' \\'C' ,b:.ll 
h:t\ C w 1C'I)' Itt'(" II' 1111on the C'X· 
fC'\.-..,.profits t.ll.: :nut tht' t;as 011 
mrpor.ue int(MII~. ' I ht~ i" ll'U!'" 
IJ,cc--.m~.ltr•kr.llh \)lt':t\.1111(. bu:u· 
f)f'\.\ uniu arr tht- ~r.t~U."\1 btnr­
~Qrio. darroh and indi«cth. 
from ck-l~hC' \ 'Pt,u.limrt'\. T1lt' 
prolil\ a«ruinJC hom til(" ('3Cplm.J. 
lilA: n:uion:.l iuwn~ tt•ml w he· 
comt' conn:nu :m~l hc•rt" in chc (i,,., hl'II:UlC"C, Cc,l tl"'-"' jiiCnth•, (UIC 
or thC' \'IUrl'"l ,\,W• I() !lt:lrt.~u.Artl 
IIJr.limt ll'l'ict.> inll.uion i ~ for the 
ft")\f'nut~H to h·" on. 'ucb f!l"• 
II\ :.md. di'"' thtm dar«d~ intO 
the ddtmoe IJf~-;IIU IJco(on;- dt('}' 
arc diuributt'd uuo l h(' g"l"'f".t:nl 
lnfDm~ ,.ln."~ln throu~h hi~btr 
Wl!KO ;md inU('ll~~ ~ dt\ idt<11ds. 

l'erha1~ thl' UI0\1 rompcllhll( 
ft':I\(Ul o£ "" fof tht iiii(IO'\itiOU ~( 
1t~ "cn~·l•rof'it, tu: •~ th:u. ,r 
IKM t:Jk(t' b\ th(' JCO'('ft'IU\C'nt , 
,uch prolln ••II lr;.d 10 (ur:ht-r 
clnrulkh lor hi~ '-'1!~. If 
'tl";;# intY~,. .... ~ routlnu.r· tot.. In .. 
l) 1(ftllllt'd 10 thlW •hn tun~ I· 
r~c:lr rt'C'du'll '"'~tambl •n· 
Cn':l"l"- the' will ~\OoCII u ndUI)' the 

\Ohmw o( prhont IMII'fhuina: 
I:JOWC'I'. bbor t.hould ttrtainly be 
willlnJt to moderau: it.t dc-nun<h 
f« ln(rta~ WliSO! but h nn. 
••<li be "J>ened 10 follow \urh a 
rourNt if t'11lployt•n :trc permitted 
to nmlln cxct~\h·~ l'rollu. Mor~-
0\Cr, wh h incrr..~ing JlthoOI, :II I In· 
ron•~ UISt'i, m:any rorpor.uions 
n~.;~y I)( t'>pt<t«l 10 leone • l;arlt' 
J)(()jiOMkw. of c.Mir ptoliu undiv 
1r1bU1C'd. In t~ at.Mntt of an 
uMih.t rlbuttd·twofi.u tn, thrrt'-­
rOt'(', I ht'M' will bt bl"\ ond I hC' 
H'11£h o( th(' jt(l\'t;'t'IIIII C.'III , unleu 
l't.'HIH"I'i-.1 through Jw;J\ )' IIIICC.'t 011 
""/" 1r::. t llln!i. 

• lu: C(lfj)Of';l tC form of owner· 
.\11ip h thC' r•rincitql hudtutinn 
thmu~h •hicb apuali .. m (unc­
I w........ O.O<f"i and rnana,~tt' ol 
C<W)Mlntioru.. ,.i1aUy intf'r~nt ., 
•ttt') au~ in IKCM."nom~ opilaliun, 
h :he C'\'n")' reason 10 ruur, not 
oppuw, !wavy taxation •If their 
1•wfit\, for lhC'rt'h)' t l1ey ~·i ll htl11 
IU JiHl,CC l tht' (IIUIUry OI)C1imt the 
iuflluionary d:tnj{n"' that WHtald 
U1Kk•nninc ttae rmn".btifMt~ Of 
tat:~ttah\lft. TheY ha'c •t~ ~at· 
01 Ml\ c- in dmtucnc-v-1~ n~ 
hi fllr..t'n~ "Jbc.oor "'lOI.thl WI( 0:· 
t~«l tho..e "'ho f~,;~,·c the ~malleq 
Ma\.t" 10 J~)' om unju,_~ •hlllrc: o ( 
lfl"-llliun. 

l)lll'illf( the ('lllt:-I)(C'II ty th~ (')(• 
«'t"'t•rofll ~ t:h sh•ml•l i n my •l\liU• 
i011, be the: kt')'~IOI~ of II Wt•ll Ml• 
arK.td pt~ram. lttut'.t\C.'CI t.a'(n.. 
M'ti'C'\tT, should noc bt imt• """'' 
on the ~~ nun•l~ of wn-all 
I:~U .. uw..' «JJIl«<'HS and on miiiMNh 
of imli\ idu.:aJ I:IXJ:D)\.'n Ulll ll tlk"'\' 
h ,l\t' lx<t.•n gh"Cn e'·ery n?~u•whlc 
,...,\m.•mc that the h 1ml\ t lt t·r :•re 
III(' IIIJC :1\kt•d 10 1'1'0' hit wil 1101 
~ro to ""'<'II the 1.wofits of ~·(':thh)' 
lndhidnab and corpor:uion ... 

In :Kkluinn to hc·;ny Ul<~~::ttion 
,.., (tNJIOI"'timu,. 1)NV.1111I income 
Ul"<~ nerd to bt- \Ul~arulally in· 
f't\'ol~"CI. ultimate!) to • J.Oinl far 
bc•}OtHf 311t}thiu~ot 11(1\\' ~·•rOJlOW'Cl, 
1lmlb tion;. 10 llf' !IHiit C'(l. llt'r¢. 
t oru~t• t iiC")' h:n·c 1)1,."1.'11 <.'XU<t."41inl(ly 
IIIHti CI !IIt, ll' I"Oillj~ln.-. 1 With t luiSC 
In t•tl l t.T rutmlriL.,, C'..:c_'t; l•' In th~ 
'n') hijthtoo~ inc•Mt.C jitiH411"· Now 
•11h C''f~IKling etn(•ft')IUCIII and 
l:t:li)lf)(l~ it i-.. equitable" :llrtd I"K'C"· 
o,.ar) that ~ ot thC' ~u; 
be rt•tn,c-u•'fl b\' the Trea\ury. R.e­
clltC ingt:M~Ill j)tions, lhC'IC'b)' bro;.d. 
c.-nlng the b:uc ;nhl i11uta\hiJC the: 
Htlllllit•r (IC inCOitlt'·t:U: 1*:1)1'1", i'l 
tl~tc..~ • )' m belt, du.'tk cxco,in: 
,.,n .. mner bu)ill)ll; l•lwC'r Ill ahi~ 
tinw. UnlQdt:nintr of the income 
t»ttt 10 intlud~ the '""'fT intomr 
~rOUJ,.. •·ill ob\iau: ~~~ neal Jor 
ta\t"" oo tht- ~,idt'\ of ltfc. 
Tnclt\ timin:atc 1J!IC'\ ta"-"' 41111 •11 
1n11d aw.'\ :1rc• iuo~. l •l•rHI •• illtr and 
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int't lult"hk Such 1a:..t!S rail ht:ni· 
t')t on th~ "'' ith the; le:l\t ,. l ~l it )· 
111 t•:•y-tltu!IC who ~pend tht'it ~-11• 
tin: inc:umc: un tl <.'Ct.'l~hi<" T ht.•)' 
'"e hulhcriminat(', not sclt'ith·..:. 
T ltcy w•K.IItl ~lrikc tt('l.'tllt'\,ly at 
(OittUIIIjllion o( (ood a nd tllh('r 
ne<IC»itlt\ that we ('.m product: 
whhom impinsing on d~r~n~ 

On the ocl~ hailcl. ba\y cvi~ 
la\n on ((Whun,ft' dun.bk pxb 
of all """" th:.u compete with dc­
knt<' are uf \ ital iniJlOil.anc:e. :iudt 
tnC'f arc addo:l to the~ of the 
KOOd' J.aitl h)' the: purthuer. Coo­
..C.'CIUICIUI)' thty thminish the abili• 
I)' tu hll)' a nd tt.'1lcllu te<luce ctft.'C· 
U\t tktuand. Such t liXI.3o. aJ•)IIit.-.1 
lu1' Clrt.ill lllJII l' 111 a ucutnubilt."'i, ;trc 
t~Y.'n t i:l l Jll im!lrilj' a~ a mc:tlh u( 
llrin~ln~ :1hum t it' Ut't'($'an . di· 
' "'r'l"'1 u( l•u l(lunh·e bdlhb to 
tKir ddcn"C c.•Jiun. 

i\\ (f)f' t'llliiC 21 11~1 J[ih U:\t...,, 
lltrrc h little tlis;a;cH.'t'lnmt •f1Ptd 
inx the untlcrh ing purpvw of 
th<"C lnin.. Th.i:s purpt!Oot " 10 
\Ubpt thC' ~'>\OII&C: o( \ll('ll:hh frum 
~t·unlluon to ~tion tu an 
f;ilc. U\e ")'IIC'IU or taUtit"l a1 ~d· 
uat~l ntn. The anwurn t.t '~' 
,.huuld tl04 dq)cnd iu :'")' "i~if1· 
t:IIU tk1c:rC'r ''l•m thto unn hl 
\\hith the "·ta th i \ tr:111nmined. 
Jo:"l' t iug l)'sc:mptimh 'houh: he 
~tttatl )' reth•tc:tl, t he: nt c.·~o in• 
trt'll\4:d, :u1d louphulo t lo~:d. 

Boncls for all 

h hc•l•\il)' 1 (tnft"ntrawd on J'l t.~tluc· 
lttK tlt.-lelhC: tn:lllc:ri 211..., 

h 1, lmpnnum 1hat tht• '~•hunc 
11r hnul' uhtniru_ ... t thmuxh HIX:l · 
tllllllllltl lt£1t ruwin)il hom the JJUI)' 
Ji( be ,uflklcm to COH'r 11.11 u( 
1he ~oH~t mnc:m'& outla}' llurlnx 
the tldcn~ pt-riod withotn rt"' 
~.,,, tn bonnwing" (mm tmumt'• · 
cU.I W nh . •• , .. aht- .,.ak of .l"' ' 
('rnmmt J«urh~ to the- ~nlin• 
''~c-nt nntcs new dq»noWb.. thlu 
i" "'"" """''"'·and 1M \"""lumt o( 
dt"JIIIl't.ll\ h.J,, alrt"~th• tl'»chcrl fM 
tn1dablt" lunt•uttitlA;._ Dernancl ~ 
twnh' ""rl nmt"110' •••htlmdinJ:, 
now :tAAft'k;ttc: aboui St!•·~ billion 
:' ' romp:~n•d tn :about S18.~ bil 
liou In llt t K during our ja:trtki jM· 
tlon 111 \bll'ld \\':tr I, or a l)()ut .1H 

JH.' r ctm a\ murh :a-s we ll:t\'C' w· 
d:t)'• t\nd h ,houhl be rt'Clllled 1h:u 
Ilk• \\'o rld \\':tr J prit"e lc.•\C'I \\,,, 
(.If hiJ(ht'r tlt.lll it i'- :U prN•tU, 
thu' '"'tulring muc-h mo~ monc' 
10 do 1hc- ~•n~t \Ohuneof 1>\a·h~, 
·a tw: ,olun~ of hmcb alr(':uh """ 
a1rd t.. m••.-c• th;~.n ample for- ::..11 
I"~"' anti ...,..-~pc'(ti'"'C' rftiUil<'" 
nM:lH"- h j, no1. ~ or tk-­
,if,;able 10 ~dd nt'"'' de~its IJ, 
<ot•flin~e Kf""'t"'ntut"''H sccuriti~ 10 
the comnM:rc-iulh:mb. The TrC"il .. 
llf). in flU I , h rl\ dt.'(lan:d :1 dd1• 
nile pulic )' 11f :t\oiding this !H'I fllt 
t" J><n .. iblc. 

W l-tJL.E th.ation i\ the- ..,~, 
in1pon am "'C'2p..n (Qt OM'Il 

b;lun~ .nHatH.un prkc .-i""' b) 
dt11Wmg oR pun:ha .. ing J>O"'·n-.pn• 
tic:ula•IY (rom th!.M u~ ".Y,c 
'ltOrti,Jtlh (,;i'it , tht' tU )tructUI(' 
tllll \t be supt•lnncntOO br Hthn 
mean,, Uu'u'K Jlf""''er n«<th to bt' 
fuuher cla;UJX'llt.od by drawin~ u(l 
huuh into J.tmt mme nt ,3\lll)t' 
IJmuh 1md mhn U.S. l>C'Ct.nitie,, 
The ,ale: n( gm·trnmcm ~ urhie, 
to the public. mhcr th:m comnu·r· 
ci.tl b.utU. "·ill h:t\'C' th(' ~111(' 
eff('(t Qn bufilljt pn"·n a~ ta,:.uon 
in ::albOfl:HRJ; futul~ that nthef'i~ 
mixht JtO tn the marlr.ct 111;Kc. 
f unhntnOrt'. pu•tha.'<"l or tuth 
\('tuthl("t h:l\~ abc 2eh-an1ii:Jtt ol 
••ot•n~ ut.- bming: po•·rr-in tlftt 
oe ''""" .. demand-until iUth 
t•mt' a~ oor lu-oducthe macbtnn) 
c.1n t"t"\n t rrom tkfen!tlr to e;h •haft 
1•uxhnthtn. 11•e tn n).i t ion to a 
mmc nunn2l peacctime ();a.l, un 
l~t tnOt'C re:nhl)' cllt.oc tOO "·it houl 
I' J)lt~~tt lcf~u~< , JtamJ, ir ~u(h a "IIJtf'o 
hnu-e of hu) ing J>U"-'t·r i.!i. ct·e'1tC\l 
dming thh pcriOtl. f,mtl' rlu.'ll 
coming 1111 the u1~rkC1 c:.n tlu Ooll 
• •hhmu bidding up pricn \lr <r 
indu'crl · ·ill be ;ablt' to 'Uf> •h 
tnililm dt'm:md "'he" it no IHn .. cr 

At turdln~l)' the Trca .. ury 1111 ~ 
t'lll'-.l:u kt1l tiJ.fl)ll a J>mgnm in· 
t t ndccl tn anmn. llf~JUKh ,,.,, . 
tO"' illj;\, I((UIUU!;ucd ;and eufh·IU 
M\ inK\ O( \-;l,l'kHI\ ~'l'Ot.lp5- 1 t~r(' 
an'. bto,~,U~ . thr« m;~jot. c.m .. 
p1n ol toa\lllj{". On4: COO!i.l\1\ uf 
indnldu:.l, tor-por.uc. :md tnbltt' 
hmdt. (rout .wn:.tll amounu "I' 
' '' S.joC•.aoo. .\ ~·n.nd con'.i~ .. .,f 
l••ltt"" tOtllc".1111tion" "'-nhh) . in• 
di\jtJu:th,, II'U,Iet\. and \"a:ll fiU• 
JH•blk and prh·;ue t,...ti~ dut 
IIU \0' t ill\(' flf Will ha\t' U ll\1114..'\) 
Juruh 1\ltilallle for , fl.mN etm in• 
H..,tlll t nt. 4"\ d1itd f{fi i\I J) h l HIII• 

IKI\I."tl nf J:.r;te imli\ idu:•l :uul 
lhtluulon:•l imt·~tor~. iul'lutliiiJt 
ht"m~ttfC comJ•;mits. \dth fuud' 
ul mor(' th;w .S;,o .. 1:.oo. " ' hCJ :.re il ~-> 
ttrf,ll~ l In long·U~rm in,otmttU. 

'lh br a ' d~ fiN ~tTOUIJ i~ cnn• 
en ned. tl~ fl'l'~nt is\uc:\ of ,.,. 
iJ~ ,boncl\ a nd \I:I.MJK arr \u ' IJ 
dt"'\1K:ntd. ti 10 r.ue. UUIIUfU\,llntl 
••he.-. lffiU.._ tG d~ the ~UII .... 
'""m._ \ ,for the K<C,ond pte-got'· 
u t·mbnlc("'\ hmc.li of the tHK' that 
ht'11UnUI) tue nnt im~uo.cl in 
lutl ~I,'ICl lll ltO\t. .. lllllt:nt ~'(UI It lt."'\ 
:u t•l lHC ntn atuilttetl b)· the lu"'' 
t:l l l!'l p•r, :ailiu~ h n 'uch ~ht,rc • 
ICIIn i\\UC'i I" ha\'(' bc;c:n ll\2l ll :1blt, 
h "'' uhl he dt'\ir.thl(', in m~· jull;c· 
tnt•Jit, ih the 1"1ta~ur' nec:dl.'t l the 
fund .. tn ullt1' tn thi\ gr(IUJ' tl'IC· 
hhnd \hOrl•l('f'l11 i"U"- fl<l"o\i1Jh 
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hk•luh11hlc-. Sufh c;exc.. ... ra11 ht.td· 
n t on thft"ot \\'ith the..· 1...-:"t :.lulh) 
'" Jmy- chu!oC "''"' .. pc.•ml llu.it c..n• 
t h c i ncuutt wl net~•iti~ .... ' llwy 
:uc lntlholmimuc. um wlt~ thc. 
~ll t l') \\ll ~t l t l ,,, iL.t m:c..,nt' .. • l) :u 
(011\\UIII.HIOU of Cood :.nd fdll..r 
nt'ft'\\iHl'"\ th:at "' t: c.an produ[c 
without impingin)l; on dd'C'me. 

h ht.ll il) IUUIC'IUI':UC.'tl "" IIHMhll 
h114 tld('ll"' llt~H eti:~ l, 

It (, lmp••ttillll tluu dtt· '"ltt11w 
11f fllllil• HIU:alru'll IIUUU)tlt tl""' 
tiull and I ICttr• •"•in~ rw111 •lw/•uh· 
lie: IJt .utrkl~m 10 Ctl\cr :1 I •JI 
1hc l(f)\\'"lllm .. nt'~ (Httl"''" tltuinl( 
th~ tkCcn\C: pt·riod " ·i'thout n · 
Vlft tu 1¥wr·~in~' Conn cunmt<t• 
ci:.l Wnl '- Fow the ~~ of It"'• 
ttnntnn ..nu1i1~ Ut the- btnl inJt 
'"'"" nntn ""'' tlqw~il" 1h~1 

On tl~ochcr hand.I~"Y t'\l:i"" 
Ia\~ on cun.unttt dunLk- ._,.,.,,. 
"''all l.unh th.at rompctt: "itht"" 
ft1t~ a ten( 'ital impon.ancc • .lOCh 
ll'u,o art> ~uldcd m tht' c•~ o( the 
lt'•xf, l~id h)' the I)Urdla!ier. Cbtl· 
tot~luuHI) ther chmini.sh the :at.bih· 'l'H In~) :.ntl tend cu •c..,luc:c dh'<· 
I \C d~o•m1md. ~\h h I :IX~ :&J1III1ic~l 
lut ~·\.unpll' ' ' ' autmuubih .. ~. :u c 
.. ,'oltHi!ll Jlliuuu il) a~ i1 mt:llt\ ur 
lnht}l.lllK 111)11111 1ht• twu·~•:nv ,tj. 
\l..'t•iHII uf t t l IKh tc:th'C (;1d lh i•3 lU 
uur lld~lhC ,-tlou, 

h. lie'!! IIWII!It". ~ucl1hc- \•tlu~ nl 
dC'JW"''h ha' alrnth n•;achc.-11 lnr 
111idahle pu)l)lll1i""'- l>c."nlilll'l\1 ._~c,-.. 
JMI'Iih :mrl fUilt'1tq· uul\t,.ndin)t 
lll i~' :IIJU{n~.IIC: -.bmu $1·,.,:-. bitliun 
:1\ cruup.tn•d ,., :tbom · s,tl.~, hil 
liiJII In 11111'1 thtrinx our p:.u ticiJJ:I• 
t l(ut In \\'odd \\':u• I, or abonl I" 
l"''r f~•nt :h nuu h :t\ we h:n t.· tu· 
il.t) . 1\11d h "lmulill.~c: rt'C";a llcd t l!.tt 
the \\'or ld \\';tr I t•rio.: h:H•I ~·;,., 
r..r hijtht.'r th.ul it i' lll 11tt''lot Ill. 
tlnr .. u :fJU irh•K nmc h mor..- IIV..lt'' • 
10 do the: \.ln'IC \Oiume of b""" 14"'-' 
11K' \uhune of hnnl,. :alrt:.i.h cte"­
.ttcd h ""•C' tb;tn amplt' ror :.11 
1'"-~' arkl P"'~ptoi'"C' •tttUitt'­
mun"' h i, not llt"Ct"S~l) or dt 
t tt <ibko to add ne•· c~•U IJ\ 
..e,llitt. ~11\UilUK"Ill M'C'Uritit"to Ill 
the (Onuut·n i;tl l..:.nb. T he.- *l r~.t~ 
ut ). in bn. h:t' lk't"lart:d a ddt· 
nhc l" 'llc )' ,,r :unitling t hi!i -.ct b t 

\~ lut C"o tlll<' and ~tilt u~,, 
tht'IC h lhtl~ lh~H''te'Plt'tlt U.'J;O!td· 
inK th~ unMrhing purP"~ ul 
tl~ lni~ , h~ pur1•~ t\ t•~ 
,uhje" 1 th4." ~~~~K<' nf •nhb fmm 
tt'- lli;Uhnon to ~cr.uion 111 an 
c.-ne. ''''-"'l"'t'm o( .~,.:ui••n ;u ,~l· 
uJnd 10111n. ,,c amoum ul t:.' 
'h••uld n04 c1qx.'ttd in .m\' "iJ;nir,. 
u ut tk'oxn-c ul"'u' t he tntm ht 
'" hi• h the W(•a th i .. tr.l tNninal. 
f.,j,ti u )( '' li.Cmptiouh .. houl t~ be 
~o~,n-;J II)' tt'lhtu •tl. the , .. , ~,.~ in• 
t.H:'*"'.'tl, :utd htttt•hnl l,.'!>l l i O~'tl. 

Boucls for all 

W UIL-E 1:ax:nion i' the fil~t 
•m•• )ftam • 'd purl f•• cum 

IIOIW,~ mflatHIIIl.~n J:M"i<c riw: ... lr) 
th-a•m.~e ~I purcha..ins J)()•·n. pn· 
twultJI)' (n'!n thoN: au,_;t,. "'-fine 
t-hon:tll~ ~i,c. the 1u }.utKU.Uc 

ltUhl be "UJ•I•lt·n~ottltal In ••hct 
mean,, 1\\tuug l)t"'-'t't rK'«h 111 bc 
fm tlwr t la;upc."'t t'tl b~ dr;m•int, nil 
fuml' Jmo )1.11\ C: rtHne nt ,annJ(' 
hwuh und other U.S. M."ftll-itit.•'" 
The \:tic n( ~o~.mc:rnmcnt "'-~uritil' 
H> the public, other ch:m cut~ Uttt • • 
d .tl b.111t....., h' ill h:t\t' the '-'!lil t" 

dfcn nn bu\in~ JlO"'er a' ca,<'tmn 
in ab~whinx lumt .. that uthc~·~~ 
mil(hl JC•• to thc m:.tlr.~c ttl.lt(' 
t-"mtlturnort'. JMUcha'<""' nf iUC'h 
""mtiM'"' ha\t the :ad\-ant~c ut 
'\(OIUl~ Ul_l hU\irJ~t J)Q'-'(T-il1 ~4tct .,f ddnun~ tkmand-unttl .-c.h 
II IlK" a,, OUI p100Ut.li\C ntathlllM) 
c;m ll"\t:tt rmm cleh-n« to Cl' than 
t•IHducwm. The 1r.t11"i1iun HI • 
tiiiiiC nut tn:l l p~·acc.'lime t,...j, tJttl 
he tt iOI'(' n• .. u lth cfknt.-d ,\'l thuul 
" fiO'ttl r h:nw )1\uup if 'ltth :1 w>t.,:· 
ltttU'-C uf hll) int:: pu\\'t ' t j, ll l.: 1111! 
du~h1g th i ~ pedud. fund' cht n 
tumh•~ un the m;u·la.'1 can d u "'' 
"'tdtttut bidding "I' 1" ict:' •It c:c 
in•lu•H' " ''II tilt' 01 _.te t., ~ut' ·h 
c htlian tkrn:uul ... ·h~ n nulun .tr 

:" l"l'\iiJie. 
J\uurdltt,;l)' the T rca'l") hl•• 

ctui ~'H lr.t.'d u pon a J'niJtrllm in• 
ttmlt~ l 10 a ur:•ct, 1 ll'toliKh IMtt • 
ro~lntc'• arunnul~ted anti cunt'ltl 
!I~\ ill~ O( \:lriutl'\ 8:rOU!J!t. •ttlt:U' 
llrC', l:wooulh , thrt't' major f;Jh .... 

~lUt.' uf \011\ lUI!;'- O t'l.r ''-"'~,,, ttl 
tfKlhtdu;al, t'Of"IJ!Or.llC', and nu~tn: 
futMJ, from ,null amounh UIJ 
tU ))Ct.AJitU. ,\ ~·IIOd <C•l'\i'\1\ ~~ 
bl~t't t.Ctq)I'H~Hinn,, "'nlth~ in 
dhnlu:~~h, 1n1\lt.~ atKI \arit•U' 
tnthlit tnd J11·h ·ate- budit"\ that 
nu~· hll\t: nr will haH~ IIIHiot'd 
ftuu l ~ !1\l'il::thlt· lnr , hm1·1t'tlll '"' 
\ t.'\IIU('IH. ;\ thitd gl'UifJI j, 141111• 
p<N'cl of 1:11'}-:(' lmli\ itlu.ll :uul 
lll'l illlliuuul 111\t.''>!Ur}, inthuliuJ{ 
lt~ow .mc~~; cump:mies. with huuh 
u( IIIOJl' th.tn ");o "'O(lf~ "' hu a rt' in• 
HJf'\l~tl in long•hfnl in't. ... t nu•ru 

\.11 f:lr a' tht fir"" ttt'"'l, i' cttrt• 
C't'tl'lt.'d. '"" l"'iL""oC'"' '"'IC'\ of ""' 
tlljt' bl~o~1tl" :md \t~m~ ar.:- •til 
~ .... ,.,m .u 10 nu.·. nu.turm, :.t"l 
H•hn IC'f1'11'oo 10 t1)('1Ct the r'C'CIUU ("o 
tt\c-IU'- \ • IlK •he. ... tond Ulf1;011' 
h uniJUH"\ hmd~ of the ''IIIC tlut 
hhJU~ ntl} ate ""' inu.-....ttd ,iu 
h olt!( IUIII ~·n~111111e111 ~IUIUt.-, 
~ttd :ut nut ~111 :1 ttt.-cl b) tht: lu\0' 
t,ll('' JIH'\:Iililll( 11n !oiUh ,'ht~rl • 
tt.•unl"u t.., ;h h:11t· hc.-c:n ll \ lltl.tllle. 
It 1.1 uhl he lll"'il.thh.•, in 111\ iutl)t• 
tmn·, lh the 'T1ca~ur~ Utc:tlt'd tlu,: 
huul •. tfl ufler tn tht ' • I'•JIII l tnt· 
i~t•h' l ~h•nl •ttom i"u'"" J,."~ibh 

(Cmti,HI'ttl •m /IN~" HJ) 
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Price Fixing Not Enough 

of '""-.~)a.J maturit). l.a)hl in· 
tcrn.t K"nu.annuall) n.f f«lft o.t; 
w 1 1~ m1t. dq.c'ndinK ~•JM.•thc 
lcon.th o f time: held, ancl te.\tt,n­
ablc un liiU) intrtnl•J)J~·mem date 
un thh ty dal;,' nulitt. Such i-t•ts 
would not H: J\ltilablc to mnt· 
mcrdal bank,. Shnihuly, it \lt'OIIId 
~en~ tO me to I~ ach•i,ablt 1c. 
nlh:·t• m the: third jtt,.ltiJl uf the 
!:ugc: iruli\'idu.tl 11ncl fmthullon:tl 
t ll\'C'\IUI"\ lon~e •et:nn 1\,ui."' nl n•g· 
htcrcd &e<:urhieoi. l~t::t ti niC intctC\t 
11 t.;. JX"t' rent. ' I hNl i"u~.~. like· 
\\'iie, h'tn•ld nm he "'aihtblt to 
tnnun(••ial battk'io 

imu rJ~~Ht and matt" lmn~ and 111 
\ ('otmems in order to "u~ain run 
in~ SoiM incrn!oC' in •hon-ttTm 
~tt'i that "'·uuld rt"trtult hnm " " 
ducing ~a:ss rcw:rYo to manlfl:C'• 
able propt'n1ion• would he in the 
imerot or the cmirr crt.<tli t ')'\ tem. 
1 bt.lien• thiJ cuuld be :ucom· 
plhht-d without matc.-ially llll!('t t • 
1111( lnn,K·term ratt.~. whlt.h wnultl 
I~ likc:ly w rcnmin IU l'cllttl\'t.'ly 
lo"' lcn:b bec-:mM: of d1c :•IJtm• 
d•ntC.: o£ exhling fumb :md 11h· 
.te:ncc nC l"·i,•:ue demand h• the 
lonJ("tc• fll UJ)ital m:1rk.Cti.. 

From the: ,tandpoint o( ~0\"(rn, 
IIM:tH financing tl~ rcumion o( 
('S«SS rocnt."!l tud i~ o"'n Josie: 
)0 long as dw.- go,e-rnmtnt w;u rt­
l, ing on optn,m:ulct nttthcxl' fur 
hn:u-.eing llw: tkfi<it. 8tH. IH ~ 
hal(' lott'fl. it is now nn:~ry and 
J~h l.~b~ (or tM ~ (f nment to 
wll iu bonch di:r«d) to 1ndl\idu 
<~h 11nd imlitut~l in,o.ton ~h· 
n- than romnM:"rt.ial banM. and to 
tltC" t:Xt.em that it doet thi• the 
•)('t'd of cxass rtM'f'\ o d i~ 1•1.ra "· 
Acrordin~Iy. a prou.•c.1 i\~ mt."a~me 
thu nttd~ to be itnol..l"d i~ tt~· 
g.<tming to the ltat•ne S).,tt:m of 
:uloquatc authodty to dul whh 
C!SCCSS ~'T\~ when 1lttt'•"''f• lh 
a ~h.ogu:ud ;~gah"• i nl1:uion. 

·1 he Trc;a,ury ha• auf~Oitlttd 
:uailab)f. for i\Ht.lllCC' ;\u,Ku" '· 
,till .muchcr impnrt:un H-JH! d i"" 
'IlK'. conM,t•ng nf n~u fmm~ nita,. 
;mtu:iponion nntC'\ to mtfl d~ 
u:c1ui1nun1~ (io( b:~>th 'mall md 
b.rxc I:II'IN)O"- "I I~ iwC'\ 
• ·uulcl i>CT'e tO dr.t~w tn f..d., 
ahnd o( tl'\•pa) nlf'IU (K"I•odioo •\b 
ofhtuins wwnc of the l<lJt in u' 
collooion-' =-nd khink the plTn­
mcnt the u.'( of the hmd' ~iailc 
(•:t)ing inl1.'1·n1 10 the tupa,"Cr, 
"'·ho w·ould be rn~bled out of cur· 
rt'nl earning• 10 flllrcha\1: k'C'Uri· 
I ic.'J thllt \'+"'Uid \)t :tCC'tf)tC.-d itt 
));I} IIIC'IH of h ttui'C t:IXC."• 

Exccs.1 reserves 

W ITtl \uth • rnund~l pro­
gram of oft'eritl)t' n:tibble 

fur the , ;,.rlou.t catcsotiC'\ of ~\t-h 
and i~Ht<~utn, th1.1e ""utthl be I.Jttle 
or ri(J rt«d for new O[M:tl•markt:t is­
flU~ th.t~l ha'c to be prict'd al from 
one tu &wo J!O'"" abu'e d~ cur· 
rent m<1r\.C1 an onkT to a.~urc tb<': 
undf:f'lltfll•ns and dhuabuuon. 
"'hll'h ., ~)fl(' biJ'('l) b) tht J!?'• 
tmmt'11& bond d<':altn and the 
u,p,unuoal t»n\.~ To 1M C"\:lt'flt 
that aa~ rt'\rnun a~ in,ullicitnt 
tu co,·cr gmnnfi'I4.'1H ~"'Jt>endin.nn. 
1hc rtw"f\Oirt of P\ inp on be 
dir«ll) llll•JK"ti--lhOl'@lh• at I hJ\C 
indit'.ul"tl. our f(lhuu~c thotald be 
IIIOI'e 11ttd nlOf't' 011 I:IX\.-, :u full 
C'Conoullc: aCI h h)' j, a(lpro:trhed l4 
that the budi!CCI dclirh nu•) be 
JII'QKfn\hCI)' ttt;lu~tl . 

\\'hilc the: pulh)' tlf t~prJng 
t')(hti nx Ctmth fl ntl anlidlng ttc:a· 
tiun nf nc:w Cuml' In 1hc: b:~tll.. • 
lng a)at~n '' In the rl.glu d ,(\1,• 
tion. the cmuinuc.·d t.'~biClH.'\' o( 
the rcduml<i tlt \Oh iO\(' o£ t!lo.£n.) 
rncr\C') rcm;aint:. ron\Cant itn ita· 
t~c>n 10 the ban\., to J:HU th1.~ itllt­
fO(I\O into prrnnt('nl bfmd~ or 
w tmd tht:ln In <':\t'f) other flO"' 
Wblc "'*"il)· 1 ttc ch1d tffcn ol d.r 
wptnbunda ncc of tu~ .. •t'ltf' ., 
hot" bct1\ tO drhc lni.C'rN nto 
du-n to unpt~('(C'drntcdl' It_. 
li:'\d\_,hoott•l~l1t l~tC"\ \IIIU<lll) lO 
1\'t'U. 1 hot ckchnr uf tate"\ tu wch 
t"''"''~ ha' tc.'1U114\'\I IlK' lunl' 

for c:learly, the more b;tnk de· 
raosiu arc <'Xf).•utd4.ocl on the b :hi• 
of ltigh r~n·ts, the more ditflr,•l t 
bc:c:omcs t.he pr<>ble:m of conu·ol. 
Durin~ the l)au )ear cutrcnty :uul 
•lt•numd dcposiu in comtnenl~ l 
banks ha'"e increa:\C<I by abmu 
Sj billion. Tbi' h:" been broutcht 
about by 2 Jar~ incrNlC in the 
purchaie of SO'C'f"n-.cnt t«urh""'. 
b)' <":s:p;a.mion of ~m attd Othn' 
in,a.tmcnu.. u -.·dl .u b) lurtl'"" 
acgukition of pd and tihn-. II 
thr) lfttld \Jro't'« Jl'(':t1t'IU~ tO COU· 
tinu.e indtfinit.eJy at thl~ nut, h 
an rea.dily b<': K"t"n that the in• 
OuH>n:uy rnulu \11-ould be diu~ 
U'OU). h is futik for th<': SO''Cf'O 
ment to mOJ> UJ) l,urchMing powtf 
through tuauon H :n the tame 
tiiU<': an eqtJi\'liiiCnt .J.tuO,Inl i~ JUit 
into the tpc:nding ~tre:.m through 
b:utk<.n'du cxp:uuinn. 1•hi' ttK'OIIH 
c:l~ing one door again"' a danscr 
;m~l Je;J,·in.g another "'hie Opl'11. 

Consumer credit 

TH E .~oubject o ( c:omun.c:>r (rr<lit 
U another fi<":ld of 4rut hn 

porunce in "'*'hich rntratnll n«d 
10 be :IPI)Iied. f \ J a dtcck to cur· 
tail ckmand for (Oruumct dunblc 
fOOih. ttkc:thc: acdh comrob 
tiQ\ ~)('('d. to be in,o&,.td apphlnt 
to ~I' '''JI'O of imtallrntnt crtd••· 
h h ltV. for uuuncr. thai if an 
indntdua.l ""1\o PI" S)OO 1n ta't\ 
and bu,, $HJO ol ~"""' l•.~t•d' '' 

• (Conrrnurd "" /M(" H;) 

• 
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Price Fixing Not Enough - jCmtlltiiU'tl /tmn /Nljttr If 1) -...... 
itPJ . 
bi'I~J 

" ~n.e tinlC' to obtain 
'"" (llf'h4.nnrr nntit his 
..c·r hb not bttn curbed 

II all , • \\'hh ta.uional nl«une raJ)Idl)' 
• ,1~1nflml(. the \"(Jhllut: or con­
,111ntr m dit h llk.cwhe lncn·:•~ing. 
hlflhtr l\l""n,ion of lnualhnent 
m~ht :u tM'i lime would be an 
i•a,tioriiLH'' (actor that .. hould bt 
,0111rotlcd b~ tht Wn\h~ a~uhort. 
ttn. 1k lirkl i\ now..,, broad that 
fOOptro~ti\~ .:tetion. whkh has b«m 
pro!K.N<d by '"' iou' bmintoss and 
m'l it ~mn1~ ~'Ould IJt cruirdr 
in.uk tpt!ll\.'· R:uhcr. it "'ill be nee· 
"'>:11"\' co J>re~ribc tt:mtbrd terms 
for I he 1Hirdl:a'l( o( tlur:abJc goods 
1htough rq;ul:nion !Md.t'cl UJ) by 
t'flloncrwat :authorhy. Such an 
ifl'llrvmmt, whik- I'I("W, Jw; lonl 
brcn OC"':..Jt.ci as a ftutcti<H11.1 con­
tual lrlt'.oure ~jn<t" tl"-" 1api•l c.'lC· 
rwhion ~r imt.tlhtiC'III r.r~l it on 
lht• UJ~\'{If18 !IIIli (011\I'!IC'IIQil 011 
•lwtlo\\lhwmg h:ne t~:udt."tl i111he 
l}o&'t IU be 01 11 umt:tblllting influ· 
tott ou the tf'()nOt~ly. 

Otkol the mcJI!I.I import am func­
tll()ll;ll nlt'dt.anbutt tluc thould be 
~~a a~abili'ifll r~or on chc 
n(onom, :u all titnt"\ ;, lhlll of utl­
unpJQ\mon lind old·a~;e l~')'roll 
tltM'\, This i'l the tilnc: ~hen r:un 
,hnuld be Mtbu:uufltll)' lttC1'Cttkd 
• rtd m;ule to CO\Cr ;~ .IIIIlCh b rgcr 
j)1'r(t'Utagc of the ))OJmi;Hion .SO 
tlut l;t'lttt '-"'ndil.t mn be pr~ 
udcd btn on wt~o~.-n ~~ will be 
_.. ~ ~ :m o8""1 to a pose· 
dtkth(' decline. In a tkprt'ssion 
thN-tliXtj; are :a dro1.M on rt!CO\'t'I'V, 
~' tht·'' "·ere in '9S7· tg,s. :.nd 
t !)~~~· I~Ct•:tu~etht.")' toot. much more 
I"'" h.hing power out of pay en· 
\IIOJ~ ttt:IO WliS J>llid C)UI rn bene• 
lit ~~o In :e ddtn~ boom. ho...,·e,tr. 
thn Ut' idally at:bJMtd. and 
I*''' ut,k tO c-nfornd A'l"inp 
1.t -'"' t:ut"h "'' hau: ~n R!'OMC'd 
'" • t.tnt Britain, ._. a me-ans of 
du ui\tting bu) iug J:IOWt.-r. 

~~a.\ fm tM.I\.tr thi~\ tUfh b\.lttJ 
and «lt'JlC't. ir they IM*Jt up tno 
{ar. 1Jl(tt tllU.\1 llliU bt- t~lrJIOI 
on w•~e it.c1n.scs "'hid• t<'nd 10 
stnH the ' Jliral (lr "'age·prirc:'('no;c • 
u£-lh·insc :uh·nnu.os. H tt:.uting of 
(UIIIIItt14Jhlt.~ and ~J't'CUI:uh•e ill• 
\ '('IUOt y nrcumul:tuons nlll~l beo 
ckah whh . 'igorou..~y thrm1gh in· 
'~nH~f ..-untl~ and rdJio(alion 
of crmnl nuttriili at JM'i«t to 
be <kinmiJK'd uncln' f(O\nlnnmt 
authority. Aud bma•ll) ~r•~inJC. 
SU''C!tnmem action anc pulley 
muM 1lo ~way wid1 or climlnhh 
SC:t l:tr "' t •J!I.~iblc: the im:t'nth'C') 
to JlUI UJl JU h:o. 

Tulltth;tnpt. ho"·c,·c-r.to impo~ 
a gcnen .l J*"'•« ailing t"OH,"tni~J all 
lr.lr~t tOfb and commodJtit.,., DW 
m..tcrUI-. :n ._.dl as fini~ JMOd· 
uru. •nd both tbt' "'hol,~le and 
retail ht,:lcl~. emaib inlinilc mm­
plic:uiuth, Such dn~tic actio11 
1 ()' " ' httto ' 'iruml tlit.t:ttoNhltl 
O\er Jll ltUicnll)' all bu~itu:u. Nflf' 
b it ut.•ft."'':u-y if a roumlc:d and 
coonlhlatcd pr~m n1ch a\ I 
h;,n~ oollir\ai i .. fullowt.-d. U Con· 
gtn\ CIYCO d~ kind of lll't Jqit. 
laeion dcn~nded by tbt-tink"\. and 
the UlhtT ))f0CL"Clh1: UJO\C. .. Jff' 
uu•tlc on ;.II h"Orns. 

It i.\., llli so oftt'n in m :allt:t'\ of 
Jlublic pcJiicy, :l cluc.-,liou of tth t.'l .. 
uuthl'-'• l>l'>~.)lic • .U1JJOtl:tt:tble, :n 
high 111~~ :and other fuunion~l 
mcch;mi'"" may bt', 1114:v :.rc Jnft· 
nlld)' Jl"C'fc-nb~ to the \ inu.,l 
dkt;etonhip olJWica. d~C"nfor«d 
ia\ in3". thto ntion card~ tompli· 
catcd JH kM·hk1., and all thC' othCT 
compuhiom ~nd intt'rfrniiCO nc•• 
t:C»ftiU('(I by mo...: dirttt llll':l.tttr~. 
'l'hc.e ~re going 10 be difllcult 
enough 10 adminiosu:r in th~ mili· 
tllty t«tor of 1he «<nOUi\, wheT~ 
tht)' ar-e es.trntiaJ to rnrnu~ne. 
witho.u C'lUc-nding tbma 10 all 
c:oruuniC'n' ~k. 

But on~ thing issu.-c. \\'e mu.tt 
J>I'C\t"IH i111l:ulomtl')' J:Wict' dt·,dOJ,. 
m t'nll>. "" h as h:tve tii UK'd t'C'O­
num ic h.m)( in C\'Cr)' \\':11 and :tt c 
JIOlCIIil!tll)' o'IJ doln.tCtf\'t' ~\ \l.';lr 
t~lf. \\'h~:n we tlllt of t-:1\ inK 
our a)tlt'ln "'c mean .a\ing • p 
ina cotKc-rn. an ('(on()llnic ')~tTtt 
that futl(tions to produce the 
gtalnt pod for the pntN num­
bn-. \\'c 1~ IOWI\ C itrH>C Ottly 
ft'(M1i the threat of forcigu donu· 
nat ion lnu a llO (rotn the ,f:m~ec·r' 
(I( lnu;nml di,iiHtgr.ttlon tht'Ollj(h 
lhlXIliKI IIt:~ palidct ami h.llf. 
ht'llrtl·d J>rUIKthc ftlt'a.turn. If ~·c­
will do llt.h:alt''CT i' needful, ~'tn 
d»>UJCh ~ n'l:lf b.a'~ to abandon 
I« the- 1jn1C bdn3 ~ ol our 
c:hrri~hcd ft'Ollotmc (t'('('(to.n. "C' 
,.hall bc4tueaeh 10 po!~Cn·h) • com•· 
II') 1 h.tt i\ ,.trong and $0Uflll, an 
t'COiliUUIC' t~)'"t'IU that h111 dmll• 
COiled ft".•1f, 
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TREASURY DEPARTMENT 

INTIIIt 0 1'1'1CII COMioUiNICATION 

OAT& 

ro secretary Worgenthau August 5, 1941. 

-w Joseph J. O' Connell, Jr . 

Attached ia a detailed analysis of the Emergency 
Price Control Act of 1941, together with a copy of the 
bill i taelf. 

The bill contains authority to establish "fair and 
equitable" price ceilings for all commodities. In so 
doing consideration is to be given to the price prevailing 
for the commodi ty on July 29, 1941 and adjustments are to 
be made in the then existing price based on a number of 
factors . As to farm products there ia a proviso that no 
ceiling may be established at a price below 110 per cent 
of parity, or the price prevailing on July 29 , 1941, 
whichever is higher . 

The bill contains authority to fix rents for low• 
cost housing accommodations in defense areas with a proviso 
intended to afford state and local communities an opportunity 
to take care of the situation before &nf rent ceiling can 
be established. It contains no author1zation with respect 
to wages, public utility rates or credit control. 

Under the bill all authority is given to the President, 
who may delegate his authority to any Federal Agency. 

The bill provides for judicial review of all orders and 
regula tiona by an emergency court of appeals cOlllposed of 
Federal Judges designated for that purpose by the Chief 
Justice of the United States Supreme Court. Appeal may be 
had from any judgment of the Emergency Court of Appeals to 
the Supreme Court of the United States on writ of certiorari. 

In addition to a straight criminal penalty for wilful 
violations of any pr ovisions of the bill, the Government may 
enjoin violations and any purchaser may recover in a civil 
action from any person selling him a commodity in violation 
of a regulation or order. 

• 
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iNALYSIS OF THE BILL ENTITLED 

"EMERGENCY PRICE CONTROL ACT OF 1941" 

(H.R. 5479 and S. 1810, 77th Congress) 

The above bill is divided into three titles, Title ! -­

General purpose and substantive provisions conferring 

author i ty, Title II--idminiatration and enforcement pro­

visions, and Title III--Reports to Congress and definitions 

of terms . 

TITLE I--GE~~RAL PROVISIONS AND AUTHORITY 

SEC . 1. (a) Purposes.--Ten somewhat overlapping objec­

tives are set forth. The more signifi cant purposes may be 

condensed aa follows: (1} to preserve the value of national 

currency against inflation, (2) to eliminate speculation, 

hoarding, and withholding of mater ials needed for national 

defense, (3) to stabili!e prices in order to prevent 

14.9 

economic disturbances (labor disputee, shortages of materials, 

etc .) which would interfere with the effective use of the 

Nation ' s resources for defense, (4) to prevent abnormal in­

creases in rents, (&) to assure that defense appropriations 

are not dlsaipated by excessive prices, (6} to protect 

• 
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persona with fixed incomes, and (7) to prevent a post­

emergency collapse of values. 

{b) Time Limi t .--The Bill and all regula tiona and 

orders thereunder will terminate one year from the date of 

a declaration b.Y the President or a concurrent resolution 

of the Congress thet the continuance of the Bill is no 

longer neceuary. During thet one year terminatio.n period, 

the President is directed to exerciee his authority "in 

such manner as to facilitate readjustment to noraal con­

ditions . " 

SEC. 2. (a) Commodity Prices .--Whenner in the judg­

ment of the President the prices of any commodities appear 

150 

to be rising in a manner inconsistent with the purposes of 

this Bill, he is authorized to establish price ceilings for 

such commodities which will be "generally fair and equitable" 

and which will e~fectuate the purposes of the Bill. In 

establishing a ceiling, the President is directed to start 

with the price prevailing for the commodity on July 29, 

1941, and then to adjust it for factors such as speculatin 

fluctuations , general increasee or deoreaees in costa of 

• 
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production and transportation, and general increases or 

decreases in the sellers' profits subsequent to July 29, 

1940. 

(b) Rents .- -The President may designate defense-rental 

areas and defense-area housing accommodations therein, and 

recoamend the stabilization of rents for such accommodations . 

If rents are not stabilized or reduced by State or local 

regulations within sixty days after the President's recom­

mend.ation, the President shall establish rent ceilings for 

such accommodations as, in his judgment, will effectuate 

the purposes of this Bill. 

(c) Standards .--This subsection gives the President 

broad authority to prescribe the form and manner, the 

classifications and differentiations, in any ceiling or 

ceilings which may be established. The President is specifi­

cal ly authorized to establish ceilings ~ the general 

marke t prices for commodities and housing accomodations . 

(d) Disruptive Practices .--This subsection authorizes 

the President, whenever he deems it necessary to effectuate 

the purposes of the Bill, to regulate or prohibit ri th 

15!. 

respect to!.!!: coiJBIIodity, selling, speculative or IIA!lipulative 

• 
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practices, hoarding, or other practices likely to result 

in price increases. 

(e) Government Purchasing.--The President is authorized 

to buy, store , or use , or sell at public or private sale 

!& colll!lodity (without compe ti ti ve bidding) upon such terms 

as he shall deem necessary to get production from marginal 

or high- cost producers, or to prevent price increases. The 

proceeds of any sale under this subsecti on remain as a 

revolving fund to carry out its provisions . 

SEC. 3. Agricultural Commodities. --This section is 

specifically made independent of section 2, and provides 

that no ceiling shall be establ ished for any agricultural 

comodity below (1) 110 per cent of the parity price .or com­

parable price, as determined by the Secretary of Agriculture, 

or (2) the market price prevailing for such cocmodi ty on 

July 29, 1941 (whichever is higher). 

SEC . 4. (a) Existing Contracts .-·This subsection 

makes it unlawful, regardless of any agreement, lease, or 

other obligat ion entered into before or after the Bill, 

for any person to sell or deliver any commodity or receive 

any rent , or take any action, in violation of any regulat ion 
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under this Bill (or to offer or agree to do so). Howenr, 

no person, under this Bill, may be required to sell aD.J 

commodity or offer aD.J &ccommodationa for rent . 

(b) Disclosure of Information. --It i• unlawful for 

any officer or employee of the United State• to disclose 

(other than 1n the course of official duty) aD.J information 

contained under this Bill, or to use it fo r his personal 

benefit. 

TITLE II - ADJ.ITNISTRiTION .A.ND ENFORCEMENT 

SEC . 201. (a) Regulationa .--The President ia empowered 

to issue such regulationa and orders as he deems necessary 

to carry out the purposes of the Bill. 

SEC. 201. (b) Delegation of Power.--Under thia sec­

tion, the President ia enabled to delegate hi• powers under 

the Bill to &D.1 other Federal agency. It is provided that 

al l references in the Bill to the President shall include, 

in addition to the President , any department, agency, officer, 

or employee that the President IIIAY designate or appoint for 

the execution of the authority nated in the President b;r 

the Bill . 

• 
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SEC . 202. (a) Obtaining Informat.ion. --The President 

is authorized to make such studies and investigations and 

to obtain such information as he deeos necessary t o assist 

him in the administration of the Bill. He is authorized 

to subpoena witnesses for such investigations . 

SEC. 202. (b) Disclosure of Information. - -The 

President i s not to disclose any infornation obtained 

under the Bill tha t he deems confidential unl ess he deter­

mines that the withholding thereof is contrary to the 

int erest of the national defense and security. 

SEC. 203. (a) Administrative Review of Regulations. -­

Regulations or orders establishing price ceilings may be 

issued after such inquiry as t he President deems necessary. 

A person aggrieved by such regulation o.r order may f ile a 

yrotest ( in accordance with regulations prescribed by the 

President) with.in sixty days after the issuance of such 

an order, with extension of time when the protest is 

based solely on grounds arising after t he expiration of 
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si xty days. The President shall either grant or deny such 

protest , fix a date for a hearing of the protest, or provide 

tee ~roteatant with the opportuni ty to present further evidence. 

• 
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SEC. 204 . Judicial Review of Orders and Regulations. -- • 

In subsection (c), there is created the Emergency Court of 

Appeals to consist of three or more judges to be designated 

by the Chief Justice of the United States f rom judges of 

C~ited States district courts and courts of appeal. Any 

protestant who is aggrieved by the denial of his protest 

~'/, within tl:irty days after such a denial , f ile a con­

plaint l'ri th t he Emergency Court of Appeals, praying that 

tr.e regule.tion or order protested be set aside . No regu­

lation or order shal l be set aside, in whole or in part, 

unless the complainant establishes to the satisfaction of 

tJ.e COW't that the regulation or order is not in accord­

tnce with law, or is arbitrary or capricious . Within 

tl:il'ty days after the entry of a judgment by the Emergency 

CoW't of Appeals, a petition for a writ of certiorari may 

be f iled in the Supreme Court of the United States, and 

t~ereupon tl:e judgement shall be subject to review by the 

Supreoe Court in the same manner as a judgment of a circuit 

court of appeals . The Emergency Court of Appeals end the 
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Supreme Court upon revi ew eliall have exolusi ve juris­

diction to determine the validity of any ceiling !'egula­

tion or order, and any provision of this Bi!l . 

SEC 205 . (a) Injunctions .--The President i s authorized 

to tlll!<e q~plice.tion to an appropriate court (apparently 

Stcte, Terl'itorial, as well as Federal District Courts) 

for an order enjoining any person from enraging in any 

acts or practices which constitute violations of tte Bill 

or regulations made thereunder . See Section 205 . (e) , 

SEC . 205. (b) Civil Penalities.--If any pe!'son 

selling a commodity violates a regulation or order p!'escrib­

ing a price ceiling, the buyer of t he canmodi ty may bring 

suit to rescind the sale, or may bring an action for $50 

or treble the lll!Xlunt by wbi ch t he consideration exceeded 

tne a~licable ceiling, whichever is the ereater, plus 

reasonable attorney's fees and costs . If the buyer of a 

couodi ty fails to bring an action v1i thin six months after 

delivery of tl:)e commodity, the President may, within the 

succeeding six months, bl'ing such action on behalf of the 

United Stat es . 
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SEC. 205. (c) Licenses . --The President may require 

a l icense as a condition of engaging in any transaction 

l"litf. respect to whi ch a regulation or order shall be 

issued under this Bill . It is expressly pro•1ided tha t no 

sue:. license may be req-<~ir ed as a condition of sell in& or 

o.istrib1.tin!: newspapers, periodice..J.s, books, or other 

nrinted or written material . If, in the President's 

juagment, a person has vi ol ated any of the provisions of 

a l icense, procedure is established nhereby t he President 

may revoke tue license after a warning notice . Within 

thir ty dS¥S after issuance of an order of revocation, the 

licensee may file a petition to review such action in t he 

E!-ercencl· Cow•t, whl ch has exclusive jurisdiction to 

affir~, set as i de, or ~oClfy the suspension or revocat ion 

01 ti e license . 

SEC . 205. (d) Cr ininal Penalties.--Any ~erso~ w~o 

rlillfully vi olates any provision of this <Jill or any r egu­

lation, order , ot• requirement t he t•eunclor , or who willfully 

falsifie s any document or report requi red to be kept under 

tt e 3ill shel l , upon conviction thereof, be fin ed not more 

than ~5 ooo •,. I I or imprisoned for not =ore than one year, or 

botn, 
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SEC. 205. (e) Jurisdiction of Courts . --The district 

courts of the United States shall have jurisdiction of 

violations of the Bill and of regulations thereunder, and 

shall have concurrent jurisdiction with State and Terri­

torial courts of all civil proceedings to eniorce any 

liabili ty under the Bill or to enjoin any violation of 

L e 3ill or any regulation t hereunder . Such civil and 

criminal proceedings may be brought in any district in 

nhich any act or transection constituting the violation 

occurred. 

SEC. 205. (f) Reliance on Regulations .--No person 

stall be liable for damar es or penalties for any act done 

in reliance on any provision of the Bill or regulations 

o! the President, whether rescinded, oodified, or 

declared invalid, 
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TITLE III - KISCKI.WfE'OOS 

SEC. 301. Qp&rterlr reporta.-·The Preaident, troa 

t ime to time, but not lees frequentl7 then once eTerJ 

ninet7 daya, shall trans.it to the Congreaa a report of 

operations under the !ct. 

SEC. 802. Definitiona.-•The following tel"U are 

defined: 

(a) ~··-Includn disposition~, exohangea, leasu, 

and other transfers. llao contraote and often to do the 

lt.llll• 

(b) ~·--The consideration demanded or receiTed 

in connection with the aale of the colllllOditJ• 

(c) Co..oditl··-Includea aerTicee rendered in connee· 

tion with the proceaaing, diatributicn, etorage, inatalla­

ticn, repair, or nagot1ation of purche"' or ealea, o.r a 

ca.odicy, or in connection with the operation of lll1 

eerTice tat&bUahMnt. llote.--!xcludtd fro11 the ecopt of -
the Bill are (1) wagta and (2) ratee charged by common 

carriere end public util1t1ee. 

(d) Dtfenat-rental areu.--AJ17 area deaignated b7 the 

Preaidtnt aa an area whera dtfenee act1Tit1ea threaten to 

retult in a housing thort&gt• 

159 

Regraded Unclassified



- 12-

(e) Defentt•&rea housing accoa.odation•···Houtlng 

aooommodationa within &nJ defenae-rental area which (aub· 

sequent to iuguat Sl, 1940) rented for $15 per room per 

110nth or leaa and whleh have inerea11d in rent 10 per cent 

or more at the time of the Preaident•a deaignation. 

(f) Peraon.--Ineludea the Uni ted Statea or &nJ agency 

thareof or any ot.her gonrlllll8nt (preau:u.bly a foreign 

government). 

(g) Ceiling···ll&ximum consideration which may be 

receiTed for commodities or housing (in defenae-rental 

area). Ceiling may be in terma of commissions, fees, or 

other chargee, or allowances. 

(h) Doeuments.--Ineludea recorda, books, accounts, 

correspondence, m«moranda, drafts, and copies thereof. 

(i) Diatrict Court.-·iny district court of the United 

States and the United States Court for any Territory. 
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77TII OONGRESS H R 5479 lrrSUIIloll '• . 
IN THE BOL'SE OF REPRE.'!EN'l'A'l'lVJ.:::I 

Auou.wr 1, 19U 

... -·. 

Mr. ~'OA~ inLroduced the following bill ; whith wall r.ftrftd to the Com. 
mitU>e on Banking •nd Ct~rT"fntY 

A BILL 
'l'n further tbe national defense lllld security by checking spccu­

lnl ive and excessive price rises, price di~loClltiou~, and infla­

tionary tcndei~eies, end for other pnrpose~. 

Be U e11acted by t.h.e Senate and BouM! of llepresento-

2 tivu of the Uniud Stale& of A merico in CongrtM OMe>nbled, 

3 TITLE I-GENERAL PROVlSlONS AND 

4 AUTHORITY 

5 PURPO::;R!I; TDfE Ll MIT 

6 Sv.cTtON 1. (a) It is ·herehy dcclored that it i~ in the 

7 inter!'llt of tbe notionnl defense nnd scc'nrity ond the purpose~ 

8 of this Act are ( 1) to preserve the mlue of rhe national 

9 f·urn'ncy against the consequen!W's of price nnd credit infla-

10 tion: (2) to stabilize prices and ro Jl"''·ent speculati\'e. liD· 
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1 wnmuutd, nud nlmonuol increases in price's nnd rrnrs; (3) 

2 to Jlrr•·rnt economic di.turbauces, labor dis1mtes, bttrdens 

3 npon intrr~tnh• nud foreign conllllerce, imerfcrencc witb tloe 

4 riTrNi•·r n•r of the ~arion's resources for defense, and 

5 iuopuiruorut t>f nntiounl uuiry nud mon1lc, which would result 

6 fo'<llll IIIIWUrnlllf(•d intl't'RSCS ill prices, rents, Ond the COSt Of 

7 li dng: (-1) to rlimiunte nnd prevent profiteering, honrding, 

8 uruuipulutiuu, 'lll't'ttlation. nud oth er disnaJllivc prneticcs 

9 !'l'•nhiu!! fo~un ubnonnnl market conditions or sen rei ties caused 

10 lo~· or """ribntiug to tbr national emergency; (5} to J>re•·eot 

11 pro•IK'tt• of l'ri<'<' rises from ent-ournging the nceumulfttion 

12 nud withhohliug of n~uerials needed for notional defense, n11d 

13 from impt•ding loog-tenn commitments for production; (6) 

l4 111 nNtrc tlont tlt'fen~e nppropri:ttions nrc. not dissipated by 

15 ,.,,.,.,,i,·r Jll'iet•s: (i) to obtnin the mnximum nccessn ry pro-

16 ohh·ti<~n wirloout nnthor profit~ lo low-cos! producers; (8) tu 

17 pnolo•o•t )"'""""~ witlo rt•luti\'ely fixed and lirnitrd i nr·OIIII'~, 

18 imt•,.ltlN. :uul prl':-uu~ t1qwndt~nt •m life inl'inrtHlf't, nuunitit'". 

19 n11ol l•'ll•iom<. from undue imJIRinnenl of thr·ir slondnrd .,( 

20 li•·inJ!: (!I) Ill J'l'e''NII 11 JlOSl-<>mr•rgrney <'HIInpse of \'Rines. 

21 n11d the I'I'R)lJl('amn"" of price nnd ro<t disronrities for fnmtm 

22 1111d mhrr Jlrionary producers; and ( 10) 10 provide pro­

!!3 crdures fur nrlruini.tnlliou nnd re .. iew wloich will fnirly pro>· 

24 teet lhe interests of !bose subject to this Act, without 

3 

1 endangering the dominnn~ public inten'<l in tloe aecompli,h-

2 ment of the foregoing purposes. 

(b) Tho pro,•isions of this Act, fOld sll n>gulntions, or-

4 ders, and requirements thereunder, ~hull terminate upon the 

5 expiration of one year from the dote of a dl'<'lllmtion by the 

6 President, or tho Congress by concurrent resolution, 1h11t 

7 tho fw·t her coutiuunncc o£ the autborily grnntcd by tbis Act 

8 is not nooossnry in the interest of the notional MfcnlWl and 

9 secnrity; cxoor. thnt as to offenses committed, or rights or 

10 liabilities incurred, prior to the expiration ol one year from 

11 the date of such dcchuatioo, the provisions of tbi! Act and 

12 such regullltious, orders, and requirements, shnU be treated as 

13 still remaining in foroc for tbe purpose of sustaining ooy 

H proper suit, nction, or prosecution with resJICCI to nny such 

15 right, Jinbility, or offense. During such one-yenr period tho 

tG nut bority grouted by tbis Act to the President slonll lw 

17 exercised in sucb manner as 10 focilitate rcndjnstmcnl to 

18 nonnnl conditions. 

19 I'RICH!K. Rlt~TS,. .\~1> lL\I!Kh"T I'H.\C1'1Cf::R 

20 Sf;c, 2. (a} Wh•or\'er in the judgment of the Prt-ideot 

'( a ~OllllOdil\· or commoditie« ha•·e 
21 the price or pnces o w -

• 1 t or in a manner in-2'! risen or th reotco to me to an es en 

2~ consistent with the pnrp~es of ibis Acl, he shall by regulft­

U tion or order rstoLii$b ~uch ceiling or eciling3 ns in his 

Regraded Unclassified



4 

1 jodgnlent. will be generally lalr and equi~ to. bcayen &ad 

2 scUcrs of such commodity or oornmodit:ics ud will effectuate 

3 the plllJlOSCS ot this A.el. Bo 1ar u pra~oable, in eatabfuh. . 
4 ing lilY ceiling lor any specified commodity, the President 

5 shall asoortaio and give duo con.~ideratiotll tn the prices. pre-

6 voWing for the commodity on or abou~ Jcdy 29, l~, and 

1 shall mako odjusllnenbl for tlllcb relennt fackwa 118 he lll&y 

8 detorrniuc 8lld deem to be or geoeml a pplicobility in respoot 

9 of the commodity, iuohlding the following: Specala&i-re flu& 

10 I nations, gcn~ml ineroo&os or doereues in Oll4Q! of production 

11 oud trnnsportatioo, and gcnentl inc:nl- or decreues in 

12 profits eamed by selJus olthe commodity, during and rub-

18 sequent oo Uro year ending July 29, 19~1. Every regula-

14 tioo or order estab~ any ooiling under this 10bsection 

15 ·hall be accompanied by a stawmcnt or the considerations 

lll involved in tho is.uanoo or such regulAtion or order. 

17 ·(b) Wlrroner in the judgment' of the ~dent sueh 

18 ..rt ion i• necCAAnr,v or pro1)('r iu order to effectuate tbe pur-

19 fHJOfS or thU. Act, he shltll issne doclaratiOI.l designating 

2ll del4'nse-l'l'lll•l • .,.... and drfet'-""'" lron'!ing accornmodo· 

21. tiou:'l, aoo setting £ortlt tho necessity lo•, nod rocornmendn-

22j lions with rtJeronoe oo, tbe ~tnbiliration or rtdoc:tioa of renm 
2a lor demllll&-aroa housing aocommodalima within each •""' 

~ so diR~ed. TJ within. siJ~y d~., 111terr tbe·i•UMoe of any 

25 such recommendations rtms for any I!Ueb accommodations 

5 

1 have llOt in lbe judgment of the ~dent been Mabilized or 

2 reduced by· Slllto or 1()()8] rogulotion, or othcn~·ise, in """"nl-

3 ance with the reoommentlations, the President ahall by regu-

4 lation or order e!t8hliro sudl ceiling or eeiliugs for ouch 

5 IUlooJllmodations as in bis judgment wtll effcatWite the pur-

6 poses of this ACI. ln designating def~rental al'l'ti or 

7 dufen&e-1\re& booting acconunodations, in prtScribing ccilin~:" 

8 !or such acoommodations, and in selecting pt'l'80ns to od-

9 mmioter such ceilings, the Pmideot maO, to such ntent 

10 liS he rlelemlines lO be pmctieable, oon•idt'l' any rerornnl!'n-

11 datioru! owhieb may he made by State and lot~~l oo;.;.t. oou-

12 oemed ...;tb housing or rental oonditiODS in any def~1tal 

18 area. 

14 (e) Any C!eiling or ecilings may be to~abli!hed in such 

15 roml and manner, may oonmin sntlt clftl!!liflMtions ond dif-

16 rerentiations, and mAy provide for such odjul!trncnts, as in 

11 the judgment ot the Pmident ore o-1')' or Jlt'OI'f'f in 

18 order to ellool.uttte the purpo<il'll ol this Act. The President 

19 may estahli!h 8 ceiling or reilinl!" below the gentntl morket 

20 priot!l for the commodity or commoditiw, or btlow tit• rtnt 

21 or rents, a! tho· eoee may be, in effect nt tho time of the 

22 ew.bliebllll!tlt of mcb ceiling or ceilings. 

23 (d) Whene,·~r in the judgmeo~ of tbe Preoiden1 mch 
"" . . or .;.....,.r in order to elleetuate tbe pur-"" IM'.tron •• neoeeoary Y' • y• 

25 poseo of this Act, he may. by regulation or order. ,...gulate 

• 
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1 or prohihit, with I'Cllperl to any oommodity, apeculative or 

2 oumipula1ive practim, selling, Olllrketing,, or inv~ntory prao-

3 tire~~ (in~luding Jlnlctie<"s relating to changes in form or 

4 qmolity) . ho~trding, or other practices, which in his judg-

5 mcrot nro Cf!Uh•alcnt to or ore likely to result in price in­

n cn>ns~~ inconsist~nt with the purposes of this Act. 

7 (c) Whcucvcr in the judgment of tho President such 

8 nction is neccssnry or proper in order to eiJectuntc tho pur-

9 poses of 1his Act, be Jlllly, on bebaH of the United States, 

10 without regnrd to any provision of law requiring oompetitive 

11 bidding. buy, ;tore, or use, or sell at public or prh·ate sale, 

12 any commodity, upon such tenns as be shall deem nccess~~ry 

1:: to obtain 1hc maximum necessary production of marginal or 

14 bigb-oost producers, or to prevent price iocrea.ses inconsistent 

15 with tho purposes of tltis Act. The proceeds o( uny sale 

16 under this subsection shall be used as a revolving fund for 

17 Cllrrying out tho provisions of this subsection. 

18 (f) No power conferred by this section shall be con· 

19 stn1ed to authorize any action oontra.ry to the proviRions and 

20 pnrpoees of -ioo 8. 

21 AORJ('UJ,TORAL OO~O.WDITIE8 

22 SEO. 8. (a) No Ofi!ing •hall be es~abli~hed for any agri-

23 cultural commodity below ( 1) 110 per oootum of the parity 

price or oomparablo price for such oommodity, M d~torminrd 

7 

1 aud published by tloe Secretary of Agriculture, or (2) the 

2 market price prevailing' for such commodity on July 29, 

3 1941. 

4 (b) For the purposes of 1his Act, ]lftrily l'ritoeA for ogri· 

5 cultunol commodities shall be detcrnoined and Jlllbli.hcd by 

6 the Secretary of Agriculture us authorized by b1w. 

7 (c) Tho provisions of sect.ion 2 of this Act ~hull not be 

8 constn1ed to authorize any action contrnry to tloc provi•ion 

9 and purposes of this section. 

10 PRORIBITlOl<S 

ll Soo. 4. (o) ll shall be unla"iul, rrgardlm of any 

12 agreement, l~al'l', or other obligation hrrrtoforr or htrrdt~r 

13 entered into, for any person to sell or deliver au~· ronnnodity, 

14 to dc111and or receive any rent, or otiJCrwise to do or u111it 

15 to do any not, in violation of !lny regulation, order. or other 

16 requirement, uudcr this Act, OJ' to offer or ngo·ec to do any 

17 of the foregoing: Provided, Tbnt notbiug in thi' Mt >hall 

18 be constn1ed to require any person to sell any conunodity 

19 or to offer any acoo•runodations for rent. 

~ (b) I t shall be unlawful for any ollktr or ~'"l'loyre 

21 of tho Govcnnnent to d.isdo;;e. othrr\\'i"" th•n in th~ '""'~ 
22 of official duty, 8 ny inf~rrnotion obtained nndtr thi~ Att, 

23 or to use any ~nr.h infonnation for personol benefit. 
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TITJ.}J J J-1\ DliTh"'STIUTJON A.'\'D ENF'OROJo:.. 

11BXT 

St:t'. 201. (H) The President nu;y, lrom time to time. 

() i~""' sudo I'CI(ulot ions nml orders 111 he llln.y doom nece...<t1ry 

H or propt'l' in ord~r to carry out the puf[l06CS oml provisiouK 

7 ol thi• Act. 11nd to prevent the rurcumvcntion or cvosiou 

S thereof. 

9 (b) Whrre\'l'r reference i~ made in this Aet to the 

10 Prr•ident. ,,.rh n'lcrencc shall inrlude, in oddition to the 

II Prr,idcnt. an~· department. agency, oft~r, or employee. 

12 d~i~nnted or nppoimed by the PrPI!idtnt lor thP •xK,IIiou 

ta ol any t)()wcr, outbority, or di!<'retion vested in the Pre6ident 

14 hy I his Acl. Industrial. price, and olher ex~rto nppoinled 

10 uudt r thi• Acl ""'.V bo appointed witl>out rognrd 10 lhe 

16 c·ivil·•rrvioo lnw1!. 

17 

18 

OBTA II<ING ~R~IATION 

St;c. 202. (a) Tbe President may make such sludie< 

19 And in,·el'ligotions. and obtain or reqnire the lnmiPhing ol 

20 •unb inlonnation under oath or affinnation or 01herwi~. 11.< 

21 be deem• n-ry or proper to assi•t him in prembin~t 

22 nuy ~ulation or order under this Act, Rnd in 1he admini•­

trntion and eulorc,mont of this Act, nnd regulntiotls ~tnd 

U orders thereunder. For such purposes the President mn)' 

~ ndminiRIOr ontl1~ nnd affirmAtion~, may r~qnire hy •uhp~ull 

9 

1 or otltenvise tho attendAnce and testimou,· ol '1\'ilnfflft and 

2 tbe production ol documents at any designAI~d plllre, may 

3 require persons to permit the inspection nnd copying ol 

4 documenls, and tlte ins~ction ol iu\'cnloric•, nnd rnny, hy 

5 regulottion or order, require the mnking ond kCCJling ur 

6 records and other docurnenls and the making or rl'JWts. Nu 

7 person shall be excused from complying with any require­

S mcnt under this section because ol his pri,·ilcgc ngnin<t •••If. 
9 jucriminalion, but the immunity vrovis.ious of til{' ( 

0
41lll)ttll .. 

10 ,ory Te~timon~· Atl ol llcbrnary II. tAAa (II.~.(' .. 1!1:14 

11 <odition, Iitle 49, sec. 46). shall apply 'll'ith mJICct to any 

l2 indi,•idual who s~cifically claims such privilege. 

13 (b) The President shall not publi~b or disclose nny 

14. inlormolion obtnined under this Act tlont he deems ~'<Jn­

J5 fidontin l unlo~s he determines that tho witloholding llwrcor 

16 is conlrnry to the interest ol tho nationnl defense nnd security. 

17 Pl!OOEDUBB 

18 S•:c. 203. (a) Regulations or orders establishing any 

19 ceiling or ceilings may be issued alter such inquiry as the 

20 President deems necessary or proper. Within a period ol 

21 aixty days after the issuADce ol any such regulation or order 

2'~ any person subject to the pro,isions thereof may, in ac-

23 cordanoo with regulations to be prescribed by the President, 

24 fifo a prolest specificnJly setting lortb objections to such 

25 1 1· d 11d affidavits or other writl~n evidence rcgu n tOn or or cr n 
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1 in support of such objections. At any time alter tho ex-

2 pimtioo of such sixty days any person subject to the pro­

S visions of such regulntion or ordor may file such a protest 

' bo.11cd solely on grounds nri•ing niter the expirntion of such 

5 sixty days. Slatements in tiUpport of any such regulation 

8 or order may be receh·ed and incorporated in the tramcript 

1 of the prooeedings at tiUclt times nnd in oooordaooo with 

8 such regulations llS may be prescribed by the President. 

.9 Within n reasonable limo altor I bo filing of any protest 

10. under this subsection, but in no event more than thirty days 

ll' al tcr such filing or ninety days after the issuance of the 

12 l'fgUlalion or order in respect of which the protest is filed, 

18 whichever occurs later, the President !hall either grant or 

1' deny such protest in whole or in part, notice such prott"'ll 

15 lor bearing, or provide on opportunity to present further 

M evidence in connection thorowitl1• 

1'{ (b) In any proocedings under this Act the President 

18 may take official notice of economic and other facl3 in-
' 

19 eluding facts foond by him u a result of action taken under 

20 section 202• and may limit such proceedings to tho filing 

21 of affidavits or other written evidence, or th.e filing of briefs. 

22 REV!l~\V 

2S Bro. 204 (a) Any protestant who is aggrieved by tho 

U denial or partial denial of his protcsl, may, within thirty 

25 days after such denial, file a oomplllint with the emergency 

II 

court of appeals, cretted purtiUanl to subsection (c), pray-

2 iog that the regulation or order protested be set aside in 

3 whole or in part. A copy of such complaint shall forthwith 

4 be sorved on the President who shall certify and filo with 

6 such oourt a transcript of tho proceedings in connection 

6 with the protest which shall include a slalement of the 

7 Dlftterials of which the President has taken official nOtice. 

8 Upon the filing of such transcript the court shall have ex-

9 elusive jurisdiction to nffirm or set aside such regulation or 

10 order, in whole or in pnrt, or to romnnd tbe proceeding: 

ll Providtd, Thnt the regulntion or order may be modified or 

12 rescinded by the President at any time notwithstanding tho 

18 pendency of such complaint. No objection to any roguLnion 

14 or order, and no evidence in support of any objection 

16 thereto, shall be considered by the court, unless such objec-

16 lion shnJl luwe been sot forth by complainant in the protest 

17 or snell evidence shall be oontnincd in the transcript. If 

18 application is made to the court by either party for Jen,·e 

19 to introduce additional evidence which \Uis either offered to 

20 the President and not admitted, or which could not rea.sonably 

21 hnvo been offered to the President, ond the court determines 

22 thot such evidence is mntcriol, the court shall order the evi-

23 dcneo to be presented to tlto President. Tho President sboll 

24 promptly receive the samo, and such other evideooe u bo 

25 deems necessary or proper, and thereupon he shall certify 

• 
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1 and file with the court a transcript then>of, and any modi-

2 lication made in the regnlation or order as a result thereof, 

3 exoept that on request by the President, any such additional 

4 evidenoo may be presented directly to the court. 

5 (b) No such r1•gulation or order shall be set tliJide, in 

G whole or in Jlnrt, unless tho complainant esltlblishes to tl1e 

7 tu~tisfnction ol tho cotLrt thtot tl1c regulation or order is not 

8 in accordonoo with lnw, or is nrbitmry or cnpriciou~. 1'he 

9 ciTectivcnoss of a judgment of the court setting aside in wholr 

10 or in port any such regulation or order shall be postponed 

11 until the upiration of thiny days from the entry thereof, 

12 exOOJlC that if a petition for a writ of rertiornri is filed witb 

13 the Supreme Cotlfl under subsection (d) within such thirty 

14 dJiys, the eiTcctivcncss ol such judgment shall be po~tponcd 

15 unril on order ol the Supreme Court denying such JICt ition 

16 becomes linQl, or until otl1cr final disposition ol tl10 CllSC h.l' 

17 the Supreme Court. 

18 (c) There is hcrcb,· created a court of the United States 

19 w be known as the Emergency Cotlfl ol Appeals, which sholl 

20 collliit of three or more judges to be designated by tbc Cbiel 

2l J 11$1loe of tho United States from judges of U oited States 

22 discriot courts and courta of appeals. The Chief Justice o! 

28 the Unitod Stales shall designate one ol such judges as chief 

24 judge ol tho Emergency Court ol Appeals, and may, from 

25 time to time, designate additional judge• lor such com·t nud 

13 

1 re,·olte pre,•ious designations. The chief judge may, from 

2 tiiOO to time, divide the court into dh-isions ol three or more 

3 members, and any such division may render judgment u the 

4 judgment of the court. Tbe court shall have the powers 

5 of a. district court with respect w the jurisdiction conferred 

6 on it by this Act, except that it shall exercise its 110wers nnd 

7 prescribe rules go"crning its proccdtLrc in such manner as 

8 to expedite tho determination of esscs of which it has juri•dio-

9 tion under this Act. 'l'he collfl shall have a seal, hold ses-

10 >ions at such JII&OO! 38 it may specify, aud ftJlJIOiut a dt•rk 

ll and such otber cmployees as it deems Dcct'SS4ry or pn>Jltr. 

12 (d) Within thirty days after entry of a judgment, intc,.. 

13 Jooutory or final, by the Emergency Court of AJI]ltoh, in· 

14 cht<ling a judgment under section 205 (c) (2), o JICllition 

15 lor n writ of certiorari mny be filed in tho Snp1·en1C Court 

16 of the United Stnt.es, und thereupon tho judgment >lutll be 

17 subject to review by the SuJlr<'lllC Court in the snmo uU\nocr 

18 as a judgment of a circuit court o! appeals as pro\'idcd in 

19 section U O of the Judicial Code, as amended ( U. S. C., 

20 1934 edition, title 28, see. 347). The Supreme Court shall 

21 upedite the disposition of all causes file-d therein JlUnllUIDl 

22 to thia aubsectioo. The Emergency Conn of AJipeals, and 

23 the Su]lremo Cottrt upon rc•iew of judgments oftbc Erne,.. 

2.J. goncy Court of Appeals, shall have exclusive jurisd.imion to 

25 detol'lnino tho vtllidity of1u1y ooiling rcgumtion or order, nnd 
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of ""' 1,ro,·i·i<~~L' of thi.• Act authorizing such regulotion or 

2 order. Except "" pro,ided in this seetion, no coon, Federal, 

3 Stote, or Territorial, shaD ba<·e power to consider such 

4 ,.8Jidity, or to stay, restrain, enjoin, or set aside, in whole or 

5 in pnrt, nny such provision of tbis Act, or any provi~ion of 

6 nny ~neh l'rgulotion or order. 

7 

8 

6~"FFRCEM:ENT 

fir.('. 205. (n) WbfneYcr in the judgment of the President 

9 nny IlNSOn has engaged or is about to engage in any acts 

10 or Jlrftt1il'H which ronstitute or will constitute a violotion 

JJ of thi~ ,\ ,1, or of an.•· regulation, order, or requirement there-

12 under, he ""'Y mnke application to the appropriate court for 

13 nn order enjoining such acts or practices, or for an order 

14 enforcing compliance with this Act or snch rcgulution, order, 

15 or rcquircn•ent , and upon n proper showing n ptlrmnnent or 

16 tmnpornry injunction, restrniuil1g order, or other order shnU 

17 be gmnted without bond. 

18 (b) lf nny J>el'>()n selling a conunodity violnte.o R regu· 

19 lotion or order prescribing a ceiling or ocilinglt, the lll'rsGD 

20 "'ho is the buyer of the conunodity may either bring suit 

21 to rescind the sale, or bring an action for $50 or treble the 

22 nmounl by wbicb the consideration exceeded tho applicable 

2S ooiling, whichever is the greater, plus rensonablo attorneys' 

24 feos ond costs os determined by the court. No JlOI'liOD who 

25 in good fn.itb brings suit or action under this subsection within 

15 

1 si% months after dclh-ery is completed shaD be subject to 

2 punishment, with respect to the tre:n.<action constituting the 

S basis of sucb suit or action, and no JlCI'liOD who buys n com· 

4 modity for use or consumption other than in the conl'llo of 

5 tmdo or business shaU be subject to punishment, for con· 

6 spimoy to violate, or for aiding and abetting a vioiBiion of, 

7 any provision of tbis Act or any regulation or order there­

a under. If the buyer fn.ils to bring such suit or nrrion iu good 

9 faith within m months after delivery is completed, tbo Prcsi-

10 dent may, within the suooeeding six months, bring •urh 81>-

11 tion under this subsection on bcbaD of the United States. 

12 Institution of such action lw the President within such su~ 

13 oocding six months, or institution by the buyer of a suit or 

14 action iu good faith, shoD bar subse1p1ent institution of nny 

15 suit or action with respect to the same tmnsoction. Any 

16 suit or llCtiou under tbis subsection may bo brought in nny 

17 court of competent jurisdiction, and shoD be instituted within 

18 one yca.r after delivery is completed. For the purposes or 

19 this subseetion and subsection (c) tbe pt~ymcot or rcocipt of 

20 rent shaU be deemed tho bu)ing or selling of a commodity 

21 as the case may be. 

22 (o) (1) Whenever in the judgment of the Presideul 

23 such action is necessary or proper in order to carry out 

•• • . f tb'lS Act be may by regttln· ""' tho proviSIOns and purposes o • 

•• . . · )'""nso ns a condit ion '>f "" hon or ol'dcr l8SUC or rcqmre a •~ 

.. 
• 

Regraded Unclassified



1 engaging in any tmnsaction with respect to wbich a regulu-

2 tion or order llliiY be issued under this ACI. No 1ucb 

8 Jiecnw shall con111in any provision wbioh could not be 

4o prestribcd by regulation, order, or requirement under this 

5 Act: P"ovided, 'l'bat no such license may be required ns 11 

6 condi1ion of selling or distributing newspapers, periodicaJ., 

J. books, or other printed or written material. 

8 (2) Wbene•·er in ihe judgment of the President a 

9 person has violnted nny of the provisions of a license i~sucd 

10 under this subsection a warning notice shall be sent by rep 

A tered moil to such person. If the President lind~. niter 

~ opportunity for hearing upon at least ten days' notice, that 

~ 11 wr1ruing notice l•ns been sent and thnt a violution or nny 

H ol the pro•·isions of a license bas ooetured subsequent to 

16 the receipt ol such warning notice, he rna.y by orMr suspend 

16 or rewke such IM'rsou's license. Such SUI!JM'nt<ion or re•·oca-

17 tion shall net confer IUJY immunity from the other provi~ions 

18 of this section. Within thirty da)'l alter issuance of surlr 

19 order ol suspension or rc••ocation the licensee mny file n 

20 petition to review such aelion in the Emergency Oourl. 

21 Thereupon the President shnU certify and file with such 

22 court a llllnscript ol the l't()()rd upon wbich the order com· 

2S plained or was entered. Upon the Sling of aucb transcript 

24 the court shsll have exrlusive juriBdiction t.o affinn or set 

25 11~ide, in \Thole or in part, the suspension or revocation of 

1 <tho Uoen~e, or to I'Ulaod the ~ing: Aoviolod, .That 

2 the &e.iclent -Y modify or reiCind iU req.n--t or 

,3 the licen11e or the <!Utpelllion or revoeaaoo at any time not-

4 withstandUig the pendeney of the petition to re•iew. The 

5 court ~y, upon good <Cause sbown, 11\&y the efteoti•ene;~s 

6 ol the JUtpelllllion or ft!\'ot:atioo. The rn ooation or Slllpen-

7 sion shall be affinnod if the S..dillg of violation alter receipt 

8 of wamin« 1IOiice is aupponed by subuntial evidenee in 

9 the record. 

10 (d) .b y penon who willfully vioi&IAlS any provision of 

11 1hi! A.et or o&llY resuJation, order, or requirruuent there-

12 undet', and any penon who willbilly lal!ifies in any ·mate-

13 rial napoct a document er repert·~ ~ lie kept er filed 

14 tberew>det-, tbAII, UJ'Oft eoo•iction thereof, be JiMd 1IOt more 

15 ' than 16,000, or impritoned lor net more than one year, or 

16 both. ~ver the Pr<llident hu roason to believe that 

17 any person is liable to punithmoeot WMitr thil 1ubsection, 

l8 he m&y Oflltify tlwl'laots to the ~I!Mney Geneltll, who may, 

19 in his disoretion, oause appropriawproeeeiiags .., he botagbt. 

20 (e) The district courts shall have jurisdiction of •iola-

21 tions of tbie 11\.et.end of ftgulatioos, orden, or requiremenlt 

22 thereunder, and OOMUJTeatly with Stste and TerritoriAl 

~ ..mr, af .n mil~ to-'o,..any Iiahility or duty 

24 .-....J ~y, .,. ·to ..,join •• Y .;e~t.!Hft of, this Aet oro any 

~ iotgulatien, 'Wd.w, or "'1''"-Dt ~du. 81Mb ei+ll 

• 

• 
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l proceedings and any criminal proceedings may be brought 

2 in any district in which any act or transaction constituting 

8 tl•e viohtLion occurmd. Any such civil proceedings may al~o 

4 be brought in the district in wb.icb tbe defendant rosideJI or 

5 tmnsacts business, and proooss in such cases may be served 

G in any district wheroin the defendant resideJI or transacu 

7 business or wherever the defendllllt may be found. No costs 

8 sluul be Msessed ageinst the United States Government in 

9 ony proceeding under this A ct. 

10 {f) No person shall be brud liable for damages or penRI· 

II lies in any Federal, State, or territorial court, on an~· grounds 

12 for or in l'l!$)lOOl of anything done or omitted to be done in 

13 good ft~'tb .. pursuant to any proviSIOn of this Aet or any 

14 regulation, order, or requirement therennder, notwith· 

15 standing that subsequcnlly such provision, regulation, order, 

16 or roquirement ma.y be modiJled, rescu1ded, or detemlined to 

17 be invalid. The President ma.y intervene in any suit or 

18 action wheroin a party relies for ground of relief or defense 

19 upon this Act 0<' any regulation, order, or requiroment 

20 there1mder. 

21 

22 

28 

TITr,~; liJ-'m SOELLANEOUB 

QUAR·TEJIJ,y RBPORT 

SEC. SOl. The Presid~nt from time to time, but not IMI 

~ fnlqaently than - eoery ninety d&ys, maD tralltlllit to the 

25 Oo~ a report of operation• under this Ad. H tbe 

19 

Senate or the House of Repro~ntalives is not in ~011, such 

2 reports shall be transmitted to the Secretary of the &nate, or 

3 tbo Ole.rk of the House of Ropregcntstives, •• the CAI«l 

4 may bo. 

5 

6 

7 

OEPINI1'T0Nll 

SEC. 302. As used in this Act--

(a) The tenn "sale" incJodts Well, dispositioDJ, U· 

8 changes, leases, and other transfers, and contracts and oiTcn< 

9 to do o.ny of the foregoing. Tho 1onns "sell," "selling," 

10 "seller," "buy," and "buyer," shall be oonstnted accordingly. 

II (b) The term "prioe" means the considoration 

12 demanded or received in conneetion with the ~ale ol a 

13 commodity. 

l4 (c) The term "oommodiiy", in addition to oommodi-

15 tios, articles, products, and materials, includes services ron­

lG dercd in connection with tho prooessing, distribution, storsge, 

17 instsllation, repair, or negotiation ol purchases or sales, or 

18 a oommodity, or in oonneetion with tho operation of any 

19 servioe establishment: ProvidM, That nothing in this Act 

20 shnn be construed to authorise the regulation of ( 1) eom-

21 ponsntion paid by sn employer to sny of hi• employ..,.•, 

22 or {2) rnt.eo charged by nny common rorrier or nther J!Uhlin 

23 utility. 

24 {d) The term "defe.-remal 111'1!3" means any arM 

25 designated by the President a.s an.- wbm deld8e adivi· 

• 
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1 tiN b&ve resulted or lhreeten to reeul£ in a tbortaae of rental 

2 h~K accommodations. 

3 (e) Tbe term "defen.s&-area housing aooommodations" 

4 moMs housing accommodations within any defen,&-renW 

G nre11 which ore designated by the President, and (I) which 

6 were, subsec)UCnt to August 81, 1940, ren~d or offered for 

7 rt~~l at a rate of·St5 per room per month, or less, tmd wnioh 

8 at the time of such designation are being .-entAld or oflered 

fl lor,-ent at a rate of 10 per centum or more, in exooM thereof; 

JO or (2) ,..bid:t are oompemblc in ren~l value to any IICOOm-

11 IIIOdatioos referred to in claose ( 1) . 

12 (I) The tenn "persoD" incluckls an individu l, oorpora· 

13 tion, pnrlnel'\lhip, association, or any other organized group 

1<1 of pel'\lons, or lt«al suoots110r or representative of tile lore-

1~ goiug. lltld includes the United States or IIJlY agency thereof, 

16 or any o01er govol'llll'leot, or any of its politiCAl l!llbdivisions, 

17 or any a«euoy of any of the foreBOing: J>.rovid«l, That no 

18 puniahmMt by fine or imptiHonmeat pro\fidocl by thi1 Act 

19 sball apply to the United &aU!~!, or to ""'Y @lldl '8M'emmtnc, 

20 polit~l mlldi'<'iaion, or a~. 

2J • (g) The term "ooiling", es applied to prieM of com-

22 lllodiM mMnS the ~um oonsideration whiab may be 

Z3 demanded or reoeived for such commodities, and •&II appli~d 

~ ,to l'tlllt, .-ns tbe ma:immo oonsider~~tion -which may be 

2~ llelllellllea ·« ~ooed 4or the n!MI ell •defeMaofti'M hou~ing 

21 

aooommoclations. C4!ilings may be lom1ulated in terms of 

2 prioos, rents, margins, commissions, lees, or other charges, or 

3 allowanoos. 

(b) The tenn "d~uments" includes records, books, ao-

5 counts, correspondence, memorartda, and other documc.nli, 

6 and dra.lts end oopies of any or the foregoing. 

7 (i) 1.'he term "disll'ict court" means any district court. 

8 of the UnitAld States, and the Uuited States Court. for any 

9 Territory. 

10 S!lP AJIABILii"'' 

ll SEO. 8!)3. If any provision of this Act or lhe applica· 

12 tion o.l such provision to any person or circumtances shall 

13 be held invalid, the validity of the rcmaindH of the Act 

H and the opplicnbility of snob provision to other persons or 

15 circumstances shaU not be affected thereby. 

16 SH OJIT TlTLB 

17 SEO. 304. This Act may be cited M the "Emergeooy 

18 Prioe Control Act of 1941". 

. .. 
• 
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To 1 PRICE A.IJmiiSTRATION CCIIIIIlTT!! 

From• R. K. Thompson, Secretary 

Attached hereto are the !ollowinS: 

l. liinutas of the Dfletina o! JulT )0. 

2 . Price schedule No. l). 

) . Price schedule No. 14. 

4. Civill&n allocation program tor Mtarials 
used in the manufacture or cans tor food 
preservation. 

S. Civilian allocation pros ram tor ~~&to rials 
to be used in the procru o! the Rural 
Electrification Adalnistration. 

6 . Civill&n allocation proc.- for chlorine . 

1 . Civill&n allocation proc.- !or rayon TO"'• 

•· ai.W. .u ... s• J111411= tu •• ~ 

-162 
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~idontial. 

Sw:mry ot Stenograph!.c Trnnscript ot l:coting ot Price 
Adoinistrntion Committee. 

July JO, 191.1 
ll:OO a.m. 

present: llr. Henderson, Chairman, ILeosrs. Wickard, S~vens, \!arch, 
Pike, Nelson, Clayton, O'Connell, Bcrnos, Whitcoob 
Ezekiel, Galbraith, l'ieiuor, Hoover, Emerson, Pl....,;,r, 
Thompson . 

1. Price legislation. 

l!r . Henderson advised tha COIIDittoe that the price legis­
lation bUl would probably be introduced in Consress either t.odlly or 
loOCIOrf'OW; that H wUl be sponsored in the Senate by Senator GU>ss and 
by Rcpresentotivo Steagall in tha House ot Rcpresont.ativos and will 

be considorod by t.he llanlcin8 and Currency Coelllittoes of both Houses. 

2. Uocting with Whol esalers• and Retaile rs' Councils . 

llr. Henderson stated that tho 71holosalors ' and RetaUers • 
Councils had boon r equested to meot with tho OPACS yesterday inasmuch 
• • tho sudden discussion of shortaces and tho prospoot of a cut in 
conswnors ' dur4blo goods, taken together nith other thinss, havo 
occosionod sooo difficulty •Hith tho distributi ve groups. He added 
thot U is expect ed that so.., arr4n8ament "ill be worked out »hereby 
tho tlholos<>lors nnd rot<>ilcrs 1dll have soc:o representatives here 
to supplo1:10nt tho representatives they alro4dy havo hero to work 'Nith 
01'.\CS . 

) . Aut.omobUo Situation. 

On Tuesday, July 29, )ir, Henderson stotcd , a lunchaon was 
&ivon by llr. Knudsen and h1J!! ror reproscntativos of tho autocobUo 
industry. He said the 0?/.CS was pro pared t o submit to tho i ndustry 

163 

on allocation among the nine passenger and li&ht-truck m:lJ1111'ncturcrs 
basad on 600,000 cars for the first three months :u>d t o discuss with thoiD 
~he question whether it was a reasonable schedule . Tho i ndustry, he said, 
hod aublllitted to OPIJ and hod turnishod us with a copy, n proposal to 
..aka approximo.tely 7Bl,OOO passcnsar ears which, taken toaothor rlith light 
trucks, m3kes at least JOO 000 units a month for tho first thre• months. 
This aohodulo wns about )0

1 
por cent higher then sucgostod by the OPACS. 

Ur . Henderson statod that the idea of tho period "" suagosted and tho 
general principl es and stnndards to govern tho percentage allocation, 
particularly t o tho scaller companies, seemed to bo fairly 4cceptoblc, 
ond tho companies were asked to submit their heavy-truck production 
schedule plus their percentage of defense ardors. Ho nddod that when 
t.!ut is rccoivod he oxpectod, jointlY with 01'11, t o mal<o a disposition 

• 
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or the alloeationa tor the first three DOnths period and that the indlu­
trt had been advised that it would probably be somewhat below the 781,000 
pusel\ier ears they had proposed . He stated that the issue as to where 
tho ultimate power or allocation by induetrioa will lie i s still not de­
tennl.nod . 

4, Cotton textiles 

Ur. Galbraith referred to the prlco schedules on grey goods 
and combed yarn and stated that the levels es tablished in those eases 
wero tolt to be fair, but that both of theso industries now feel soce 
chlln&o should bo cado in view of t!lo riSil\1 price or cotton , He 
added that tho situation has become worse a s a result or proposed 
congressional action freezing cotton stocks so that Ocvernmont owned 
cotton can not be sold. 

In this connection, Secretary Wickard ouUinod in detail the 
!actors surrounding such proposed action and >11th respect to tho cotton 
situation, and stat ed that he f elt it such legislation wore enacted by 
Congress, the President would probably veto it . llr. Henderson inquired 
.mother it wss felt the President should make any statement at this 
time regarding the proposed legislation or wait until it has been en­
acted by Congress . Folloning a lengthy discussion of tho proposed legis­
lation it was understood that the ..atter would be considered further by 
~ours . Henderson, Wickard, and Galbraith later today i n order to de­
termine the procedure to be followed. 

$. Silk situation. 

Ur. Galbraith stated that steps are being taken to freeze 
the price on silk as or the l evel prevailil\1 before the upsurge prior 
to tho crisis and that it was expected to issue a price order within 
tho next. !ew days . He added that followin;l the eliJoination of details 
4nd the exploration of what needs to be done and what cnn be dono on 
!inishod s ilk products, ceetin6s will be held on altcmative sources 
or su:>l'ly tor silk and hosiery l:lills and on t ho question or expending 
nylon and rayon capacity further, and also the quest ion or substitute 
oateriala , 

During the discussion of this matter J.!r, Stevens stated 
that during the recent investigation of United States-Japan trade 
relations by the Export Control Board, a stud)' was made on the silk 
industry and he felt a good many items wro contained in the stud)' 
that might be or veluo to OPACS . He said studies of other comoodi­
tios woro Also mado at the same t l.mo and it was understood the 
matter would bo explored in order to dotermino whothor the other 
studies would be of value to OPACS. 

6. Stockpiling program. 

llr. Clayton refe rred to his statement 4t a previous '""oting 
ot tho ca.:dttoo regarding the difficulty baing oneountorcd in developing 

• 
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swcJc;>iles of so:oe of the crueh needed m teriala and stated that, 'llhlle 
~hare 1s an alternative method by which we misht obtain a stockpile 
1n sot>& or the caterials now being conall:lGd in toto by industry, i.e., 
by ma~ching Government dollars with eonaucera' dollars and by bidding 
up ~ a point whe re the eonsuoers are run out or the carket , thereby 
permitting the Government to buy the material, he wanted to be sure 
the Committee was in agreement that this practice should not be 
followed . It was tho consensus of those present that this practice 
&hould not be followed . !.1r . Nelson said ho thou&ht the problem in­
volved in developing stockpiles ff8S on6 or conservation , simplifica­
tion and allocation, IVith the savings being placed in the stockpile . 
ur. Nelson requested Mr . Clayton to appoint someone from his office 
to work on the problem with him. 

1. Fano equipcent priorities. 

Wr . Ezekiel stated that the Office or Agricultural Defense 
Relations is concerned about the relative ineffectiveness of priori­
ties t o get ram equipo:ent and cachincry produced because, although 
prioriUes arc recocmended, frequently the 01'11 scales thee down to 
such a very lC71< rating that it doesn't <>ean anything . He inquired 
whsther thoro had been any change in this aituaUon. l.tr. Weiner 
replied that, 'milo an allocation program has been issued, an acco"­
panyinc order has not, but stated that tho f act t~At it is on its 
~ay, and there is evidence that a position has been taken on the 
question by those in authority in Washington, gives the i ndustry a 
talkin& point i n obtaining C18tcrio.ls thoy could not otherwise get . 

The meeting adjourned at 12:30 p.m. to meet on '11ednesday, 
August 6 at 11 :00 a .m. in Rooo 501, a t 2501 Que Street, N.W . 

• 
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166 

Mo•iDC svittlr to aYert C08pltte 41tlocation of the tilk hoaier,r and ciY111an 

till< we•rlr.g !nduatry, nov threatened by ouapeneion of all civilian allk prooeul.,, 

thO Office of Prloe Admln1atrat1on and CiYUian Supply today announoed an emorgenor 

procr'" re~u1ri"' rayon yam producero to oat aolde lC11De41etoly an uount equal to 

.. ,_,111111 of tl>eir total daily output and a lUte uoUDt of ;;am atocko on hand, tor 

allocation aoonc the ID6Ilutacturero of hooiery and other produoh heretofore •• 

lar&tlY or whollY of tllk, 

It li required that the t;rpea of yarn aet atlcle ohall be thote t;rpea adaptable 

10 the ...,utaeture of hooiery and other produeto normally me4e of ellk, or tho total 

ttoclt of yarn thut aec'U:IUlat e4, not l eu t.lw> 'Kilo vlll be cad• available at once to 

i:.otltf1 =ills. ~he r etoainlnc ~ vlll be available to =utacturoro vhoae procluoto 

ta" been ~ode l r rgoly or vholly of aUk or to relieve cases of undue hardohip wbloh 

tho order lll81 r oaul t I n to preoont ouato.,ers of tho r~cyon Indue try or others. 

Bocause of ito "'organcy character, the proasnt progrOlO vlll onl7 apply to rayoa 

,..,.. produeUon for the 110ntho of Auguot and Septu ber, 

Ia the """"t111e, an adv1aor,r panel vlll be appoi nted by OPACS to consider ouch 

ad,luotmente of tho progru ao 1111¥ become nece .. er:v aa ra¥on production In-

consumer reactiono to oilk tubotitutee are observed, and prooant customero 

of the rayon ioduatry ad,luat themoelTu to the new conditlono, On thia panel vlll 

h roproaented the r&JOD induatr,r &1111. ita presCJ>t cuatomero, the hotlar;v ioduatr:v, 

uplo7 .. 1 of all induatrlaa concemod, dlotributoro and retaUero of all the produoU 

ID'Olvod, end the contumlng public, 

Total present capacit:r of the rayon tndustr:v it not eufflclant to satiety the 

IW'tCBto requ1remenU of defenae and ci1'111an lnduotriee , plua the nov oYeralght 

d"""'d that baa arbon fro., hotlor;v 111111 and othera nov cut ott froa all rav ailk 

Banco, l.mposl tion ot an allocl\tion progr&ll on rATon :ram producer a vaa decided 

~· b7 OPACS as the only alternatin to the wicloaproad unemployment aud econoalo 

dhlocation that in..,itabl;r vould reaul.t were tho manutacturera of ti.lk holler, and 

01~tr IJPOa of chilim aUk goode forced to autpend oporatlona. 

Confcrencse With hoaiery ...,ut1ctwera and r&JOil proclueera, at vhich all aopocta 

ot tho Ulk ahort~o problem vore explored, han been held b:y OPACS durtnc the paot 

•noru dol•. 'l'hou aeetinga developed information that {1) rqon yarn 1o tho only 

~tlltuto for aUk In hotlor:v manufacture 11111edlattl7 &Tailable in tho neceuor:v 

,_""''"" IZid allot; {2) dlatreoa cauud b:r allocation of a proportion of t.ho pro­

~1l0tlon of raron Jam to hooiery •1111 ud other uoero of allk vould b7 no .,..,, 

be 01 •nere ao that which vould follov the co8pultor7 clot!"' of 'firtuall7 ""'r7 

• 

• 

Regraded Unclassified



PK 8M 

- 2 -

I 
..., niH 111 tllv COWltry, ar.d (3) cecll~miclll pt"<)blot>o ourround.i~ oubot1.tl>tion 

t:.o• e , 
·-• tor aUk can be retdi).;y ao~vcd by hosi<ry I!W>u!t.cturero. 

o! r- .. 
'!l".o nllocr.ti~'l p...,~rl\!11 will he 1\t'.miniate=od b;y the Office of Product1o11 

)ta:11'(arteo1t. 

~••t of tho -p>·ognm 1o attached. 
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Port 1337 - Civilian Allocntion Program tor Rayon Yarn 

'!'he unavailability of re.w eilk hna crented a threat of wido-

tpror.d unemplo)"'ent omong employee a of manufl\eturere of hoeiery, aa 

vell as M.Ong e~loyeea of other cmnufacturera ..moao products have here-

to!o•o "boon m~e largel y or Wholly froc silk. Many of these oanufp~turera 

are inn poaition to uoe rnyo~ ycrn ao a 111"batituta t or ailk. '!'he total 

:rut.-,u.t. I)( tho rayon yarn int.uetr;-, however, ia at p resent. insu.f'!'icient 

to :oet t~o t~tnl o! dofenae ncede an! oxiat1na civlli~~ d~~c . ~lus 

t~it nov ci~~li~~ ier~d eouacd b~ tho pro,oced aubatitution Qf rn;~~ 

;mn for ail~:.. ~eref,re , i:l fnirneae to the rnylln ;to.rn industry, to 

tl'.o !)reeont ouotor.tera f)f thnt incluatry ' to tho hoeiory i nduatry r to the 

?thor i nduatrioe heretofor e ueing ailk, nnd to tho om,loyeoo of oll t he 

i~duatri ea co~corned, it is ncceas~; thAt an nll~cnti~n progrsc for ray~n 

;·nrn bo f"mult\ted. Tl".o basic purp?aa nt the !)rOJor.t '!)r,gr-M is to 

1c:oG1nte IU!':ilY of rayon to t:.amlfact;U"era nov uain« allk · If aecesce.r)' • 

tl>h procram ><ill "be adjust~ ::.onth lr; oonth, ao the r.eod a;ryearo, .,. 

r~·on ;-arn , roductlon increaaea , as knovle.~ ia go.ined of the consumer 

roe.,tion ACcorded products uaing rnyon :;arn ae A eilk wbati tute , and 

na the preaent cuet ooora of the r~on ~nrn producore adjust the~eolvee 

to Inc conditione r oaulting tron decronaod eup, lioo. For the proacnt, 

hovovor , it ia ouontial that ianedinto nooda "be provided !or. 

Accordingly, pureUlL~t to the ~over• veatcd in oe by 3x0eutive 

Order Uo . 8?34 , :mrticul(lrly Secti~n 2(") thor oot. t.'lo !ollo><it•& p rogrll:l 

h 1\."-''lWICCd: 

168 

• 

Regraded Unclassified



1337.1 AlloCAtion of Hoterial o, During the nonthe of 

Aucu•t and September, 1941, beginninc wi th the effective date or 

thit prO«f&m, eYery producer of l'A70D yarn thall eat aalde, reserve, 

and bold f or diepodtion at opacified by t hlt prott••u• an BJDOunt of 

rA)'on ynrn of the typea set forth below equ&l t o 10~ of hi e total 

dally output of r ayon yarn, In addition, every pr oducer ohall olmi• 

larlr eet aaide, reserve , and hold an amount of rayon yarn of tho 

tr>U aet forth below equ&l to lOll of All ot ocko ot rayon yern on 

hand on the effective date of t bio proqa.a. Of the rayon yarn thus 

requir ed to be set aside , reserved and held, ~ shall be made avail ­

able lc:.medlately t o 1118llu!scturer s of hosiery . '!'he remaining &11- eball 

be .. de avall~blc i~ediately to othor onnutacturara whoae pr oducts 

have heretofore been made largely or wholly from oll k: to present 

c~atocero of the rayon industry whoao empl oyeet , ownere, or customer• 

may be ceuoed undue or unreaaonable herdablp by ahort age of yorn: and 

to aucl:. other l)eraona, including dealer • to rayon ya.rn and -.nufac­

turera of hoaiery. aa ca,y be caused undue or uareaaonable hardship 

b)' ohorto.T,a of ;rnrn. Deterolnat1on or the exlltence of undue or un­

reaoonablo hardoblp In ouch caaeo ohall be ..ada by the Director of 

Prlorltleo of the Office of Producti on H&nagaQtnt, In concurrence 

wi t h the Director of Civilian Allocation of the O!flce of Price Ad-

Qlnlatr~tlon and Civi lian Supply, • 

"1337,1 to 1337.9, l nclualve , loouod purouant to 
the authority contained In Exeoutlve Order No. 8734. 

I 
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1337.2 Disposal. of Ttrp lllpcato4 but pot Purchfae4. 

on ~bo laot d8Y of Au,;uat or o.n tho laot c1a.Y or September on;r of tho 

e:nounto of rayon yarn required to be sot Uido during the particular 

cooth hBVO not boon purchased b;r poraona poraitted to make purchaooa 

undor 133? ,1, the producer of aucb rayon ;yarn ahall be t ree to dh­

pooo of it eo be aeea fit, except that he aball not aoll ouch yarn 

tor retale aa yarn. • 

133?, 3 Al1ocat \on b:r Tn!!, Droey ra;ron producer 10IIo 

I t r oqui:od by 1337.1 to set aside, roaerro, and hold ra;ron ;rem 

• aball ••~ aolde tor oueh purpeooa ~ypeo ot rayon )'Am fro• 'lthlch 

It Ia practical to l!IMufacture booiery and other produeto hereto-

tore ~:~ado lergely or wholly from o1lk, So toz aa the Individual 

produeor1 o plent end method of doing bu.olnoaa make ouch a cou.rae 

pooalblo, tho amount of yarn oo oot aolde, by typos, ohall be In 

npproxlmato J>roportion to the general demand therefor by ooanu­

Cacturoro ot hoaleey end b)' other manu.tactu.rero wbooe produeto 

han heretofore been mde largelY or wboll1 fro• o1lk. • 

133?,4 Peflnitlon!. 7or tho pu.rpoaeo of this prolP'U'· 

(l) "Ra7on yarn• uaao contlnuouo tllaooent ro.;ron 

1a..rn oa.de by the eu:pra-atii!IOD-ium, viacoae or acetate proceaa. 

(2) 0Peraon• oeono ond lnolu.doo aD3 Individual, 

partnerahip, aaaociation, corporation, or other form ot enter-

pr1ae. • 

133?. 5 MTioon papel, To at!.Tiao tho J)lroctor of 

CIYillen Allocation on future atiJuotmonto of thlo prograo. there 

ohall bo appointed b)' the Offi ce of Pr1co Admlnlotrot1on and 

CIYI11an SUV917 an advieor)' ~el, to loclu.de reproaentatiTeo 

of the followlnt; groupo! the ro.;ron )tart> producing indu.atey, t ho 
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preaODt cua\oaerr or that lndun..,., tbe bolio17 induot ry, tbo ...,.. 

ployoea of al l the i~duatriea concoraed, tho dtatributora (in­

cluding rotailero) of all tbo product. involved, and tho coneuoing 

public, • 

1337. 6 4vo1donce gf E&eeoo1ye lnvnn~. No uoer of 

ra,von yl\rn aball accumulate or maiataln core tban 30 days' oupply 

of auch 1Grll. • 

1337.7 P<Oporto. Evet7 producer of r&Jon yarn ahall each 

contb r rpor t to t ho Office of Production Kanaceaent the manner of 

ita CO"J)llonco v lth tblo progr...,, and. a'JCh report &ball lnclud.o a 

certU'ied otatenent o: tho production of r~on yare b;y ouch 

producer, together wi th a atnteaent of ouch producer ' • oaleo 

ot ra;.•on yan: to m·.:nl!3cturera ot hoai~!'Y Md to o ther 111tUlu-

factur~ra wboao ~r~duc ta have h~rctotore be~n made largely or 

>~boll:· tro" a ilk. • 

1337. 6 !nf~rceoent . 'l'hla pro(:"..., &ball be a<l!!tiniotered 

and. enforced. by the C::'f ice of Prociuet.ion Maz:uagueet. • 

1;;37. 9 :::;"··.-~t~ve c14te. 'l'he ottecti ... date of tblo procru 

&ball be 4uguot 4, l " ·n. 

Iooued t hlo 2nd. ~ of ~ot, 1941, 

Leon Honderoon 
J.dminlotrator 

Certified to bo a true copy of tho orlsinal 

John I. Ea.m:.:a 
~~uty ~i~tatr•tor 
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OITICS :oR El!SRG:!WCT IWlAGIME!iT 

O!!lco o! ~lee ~ir~<tr~tio~ aed Civ1li~ Su~ly 

<,r l .N. Rele&U 
SotW'W• .1.\,Uit 2 , 1941 

Provla!ono for a oubatant14l incroa•e in tho ouppl y of coellllcal srado cot­

tor. UntP.re , t f'l ttt!tit'.l t o the pr oduction of rfi.Yon and amoitel eea povder, are con­

ulr.ed in a civilian allocation 1>rogram promulgated today by tho Office of Price 

/.dC1loltlraUon Md Civil! on Supply , 

At tho came time , OPACS request ed ~he trade not to churgo in oxceas of 

3.~ per pound for rpw linters of ebeoical srede , ?~ celluloso , f .o.b . crusher'• 

:Ill, dl~ & ~uolity diff er ential of plv.o or cinuo 0 .07¢ per pO'md for over ; 1S: of 

<orhtloo in celluloae cont ent fro!:l the bl\tlc 73;1. 

~jll prosr~ vpa decided ~Qon bJ C?ACS a!l 6r con•altati on vltb produeera of 

e~ttto: llnt.e·ra, 'bltnch&ra who process linter• tor t btt c!leaical 1z::d.ustr-y, and repro­

ur..ta.t !vtt f'f tho Ar"'J¥, the Office of Production WDna~er.ent, and the .Je~art!!;e·:;t or 

.~&rleulturc . 

Cotton l1ntera nro o~tained by eut~ing irn~ cottonaeed the li~t thet r enaint 

after c;inn1~. Lint er s co:tG in three pri nci'pal gradea : "mlll ru..'l11 , obtained by 

:utl1n& ell of t hn lint fror.r. ~he r.eed in o:1e operation; 11~1r at cut;n , p thered. by . 

:'lltlr.;; 4 flrat cut of lint f urthor r.way from th& acrd pod thon in cuUing mill ru.n, 

and "ncond r u.'t" , o't)ta1ned by e scco:1d cut nade aftnr tho fi r st C1:1t . I t ie tba 

'eco:td eut thnt f'ind11 ita principal t')U7.let in thft manufacture of chemical cel luloee, 

!. b~te cate:-1al ln rn:~on and smokel ess po"4der . 

Z•t!:,tre are t hat unlesa euy~l:cs are ~~·~~•d tho grestly incr eesed do­

~! for chr:.ic&l 6Te.de linters by ~\::e:-a of o:tokelcae poYdor vill leave o.n inaut­

!tc1e~t a:oun! Available ~or c1vil1an i~duttry , pr incipally rayon producers. 

1~~ pro£T~ propose• to pr ovide aubatantiallY i ncreaaed eu,plies by two 

~et~ods : flrat , ~Y roqu1r1a& that no cottonseed oil oruahlnG clll usir~ core than 

e~t cut in tho production of lintera ahDll cut "f ira t cut• linters to a hif:her pro­

portion than ~ of Ita t otol c~t ; aecor.d, by provldin~ tnnt t l l "•econd run' 

<he;tcal grade l1ntcro and at least BOp of ""ill r un" l!nt oro produead by cotton­

teed oil cruoning rolllo m~et be sold, if nt all, f or ultimAt e uoo in tbc chemical 

lndnttry , 

Procettor t of "mill run" or second eu~ chemicnl s·rade lintere I'J8.Y not make 

~Y deltvt r1et ot theto gr ades other t han for ute 1n t ho cheaical lnduetry on and 

C t.er JUl.,- 31. 19·11, roc:ardleas of ~ prior eont.r acto or other co~itgents. 
~tlltf !roo t~ia latter pr oviolon £aY be ooU&ht and por:Jcaion to m~~· 

f•ll•ery RO¥ bo £ranted by tbo Director of Prlorltioo of the Cffice of Froduetion 

-
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~WA&• .. ot with the concurrence of tho Director of Oivllian Allocation of tho 

O!flce of Price A4min1otraUon and Civlliltll SUppl7. 

Nooe of tho reot rict1vo moaaureo contdnod in the prcsram appllf to ealoo 

or dollurleo to tho United Stateo Government cr to 0117 other government vnooo 

defenu tho Preo1dont doomo vital to tho dofonoo of tbe United States . 

Cottonoood oil crueh1ng n1l l o producing lintoro are r&quirod to report 

oootbly to tho O!Uco of Production llo.Dagemont tho manner of their compl1&J>Co 

.rt th tho program. 

fbo prosram will bo adminiotered b7 the Office of Production ~ont. 

tort ot tho prosr.., h at tachod. 

.. 
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TI!!.E 32 - N.U'IOllAL DD'lJiSI 

CHAP'!'Ell XI: OF?IC!l aF PRIC!l .ID!IINISTl\A!riOll 
..U.'D CIVTl.IAll Slll'PLY ' 

Part 1335 - Chomicllla 

Civ\lil\l\ Allocation Progr"" for Cott on Linton lJ 

It I s casontiel thAt there be pr ovided &n increasing aupply of chemical 

gra:lo con on linter o, uaed both 1n chom1c&l 1114Dufacture &nd in the maldng of 

s.:o~"lleos 'J)OV"\'r· Cott.on lintera Me cut !rOCI cottoneoed 1n eueh a manner that 
: trct cu.t or Mttrett linters are not ra.vo.Uable tor chemic.al proceaaing.. It 1• 

t!:rrrfort neconnry to requ\re that only a 11a1tad am011J1t of the totlll cut ba 

n:ot'td tn the !tr8t cut process. 
Accordingly , purouant to t he powora TOoted in •• by EzecutiTo Order 

So. 8734, putleularly Section 2(a) thereof, the following progra:> 1a &DDouncod: 
1335.11 Qutting ot Linters, llo cottonaaad oil eruahing mill engaged in 

tl-.e prcx!.uct.1on ot cot ton linter• a.."ld using 110rtt than one Cut to the process ehall 
tilt flrat cut lin tara to & h\ ghar proportion t!>D.n 20~ of 1 to total cut , o 

t~o o.no 

0 1335.11 to 1335.15, inc1uoive , iooued purauant to Executive 
Order No. 8734 . 

1335.12 Snle of Linter•. 

cut aball aoll any of its 

No cottonsend oil 'o.Uahing mill making more 

aecond cut chemical :rade linters , nor shall 
' . 

orq 11111 ~~~&king but one cut aell oore tb&n 21:1/o ot ito oill run linters, other 

liwl tor ultl.-te uae in the che1:1iC<Il induotey; nor, on and &tter July 31 , 194l, 
r•p.rdlett of the teroe of a.cy contract of tale or purcbAae. or other eo:mltceot, 

t~~re4 into prior to aucb date , shall any peraon ln poaaeeaton of niil run or 

aeco:"'ld cut. ehemlcal uade linters make any clel i•erlea thereof other tl-.a.n in ao­

corda.rtc. vtth t he foret;OiDf:, except tbat an¥ pertOD aeekin& to deU..-er linter• 

1::1 l~cordance w\th auch a contract of a.ale entered toto prtor to July 31, 1941 Dl¥ 

s;;l" fflr ..,rr':l1to1?:\ to cake such delivery. Porail'tlon to make delivery tuJ:1 bt 

~ntol ~y the Director of Pr1orit1ea o! tho Office of Production Manageoent, 

• !\h lh·• cor.currnnc~ nf the D1r ect or of C1Til1o.n Allocation of tho Office of 

P~\~a k\~1"!atr~t 1on and Civil ian Supply . Proy!dnd. hovoyor, that nothing in 
t~\• ~ r~~~ thall ~e construed to anply to sale• or dollveriea to the Unt tod 
S~etu , or to tho Government of ar:.:y country vhoae defenae t he President deeiDI 

fi l.ll to tho de! ona• of tho United Statea. 0 

ll ~~ra ia Federal Regioter, AugUot 1, 1941, lolume 6. 
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Office of Price Adoloi•t~tioa and Civilian S~1f.PlY 

for SWiiiAY AY.'a 
.l.tl;!\ll t 3. 1941 
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Ooillng prlcoe on the prtnel~al f.r~~on of r~w 1llk and allk waste, booed 

on q,uota.ttonE ths.t provatled on July ;n , 1~41 , a re 01ta'oltr.hsd. i n Price Schedule 

No. 14 , .-nn,u.need ycstordey by Lgon liendorAon, A~in,strator , Office of Price 

Adl.ln!ntraUon nnd Civilian Sll!>PlY . 

~o proviaien ta made in t te schedule tor co:plotion of exictiAg contrecta 

on tho ayot r:arkot o~ l1cr.U6.ation of opoo pool ti ona on the c..,ol1 ey 37cil&nl;&, 

Ir.e., E'ev York, at hlrher t~.Jln ::aJJr.nto pricea. Tho~tt ;>rol>le:a ttill be Cll)n-

olderod by OPACS t~hen the nxaet pr o-:e1>U"e tlvlt othnr aceocleo of t!le Oovero.,.nt 

will !ollow to obt ain oilk oup~lics f~ eotor.~o ntads r~• teen worked out . 

l!axtmum prico for t Jo.., basic crado of raw •1l.k, kn?Wn aa li Orooie, 13/15 

denier, 11 net at $3.08 per pound. Ot~•r I!T&doo , woJ!;hta and t:pea ar e pri ced 

In relation t o tbio basic grace . 

text of Price SchedulA No. 14 i t attached . 

• 
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Price Schedule So. 14 - Raw Silk L~ Sill< W.ate 

PM 855 

lW'inc t.he ve•k of July 21, 1941, the prico ot raw a1lk roaa sharply. 

176 

l'hh ad vane a wao due to tear on t he part of tredora that, ao a rooul t of t.he 

eh81li;Cd a1tuat1on in the !'ar Eaat , t.he aup;>ly ot raw aUk eomin« to t.hh country 

fro= the Orient would 'be cut off , or at leaat aerioualy curtailed. :Secauoo ot 

t~• , ro'bab1l1ty t.hat the IUp!'lY ot raw oUlc vl.ll 'be limited. to that preoently 

on band, a larce part ot Y..ieh rr.a..v be requirod tor deteue needs, the d.ant;er 

11 cran that the price of raw aillt and o11lt vaate, WLloaa ou'bjeeted to control, 

vUl continue to rlae. 

Accordln~.y. !'\l!"IIU&Dt to and u.rader the author! t y veat.ed. tn ::e by .Executive 

Ordor llo, 8734 , 1t 1e here 'by dir ected that: 

See. l t!pl!!!UJ!I nrieeo for raw oilk tmd oilk • •te. On and after Auguat 

4, 1941, r ecard.leoo of the terms of any contract of eale or ,urehaoe , or other 

com.>it:lont, excl!'t ae "''*' 'be provided. in a IUJ)!Illl!lent or IUJl"!'lomento to tbh 

~~ •• no peraon &ball ePll, otter to aell , deliver or transfer at a price, 

raw tlllt or aUk vaete to *"*' peroon , and no J)lrt011 ohall buT, offer to buT or 

ICCO!>t delinry of, raw eUk or aillt ""ete troa an:r 11eroon at J?rieee hither tllan 

the carl•'• prtcee aet forth in ~endix A, 1ncor,oroted heroin aa Section a. 

Lover r>ricoo than t hooe aot forth in .ly:?ondix .& , however, may be charged , docand­

ed, paid or ottorod, 

Sec. 2 Recgrda. !ve~J peraon who aelle or doll vera. or ~chaaee or 

oec.,to deli vary of, raw o1lk ?r e1lk waste , ehall keep tor 1n.,ect ion 'b;y the 

Ottieo of Price .ldminhtration and C1T1lian ~7.>11 anc! prooerve for a period. of 

not len than one year, com:,lete and tt.ecurate recorda ot eYery tale , delt.-ery, 

!'UI'ehuo, or aecl!'tanee or dolinry ot raw o1lk cad.o, lllieh record.• oball obov 

• 
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tht cSattl thereof, tbe nut and eddreoo of tbo poroon from vbo• or \o vboa 

each tilth purchaoe, tale or deli ... l')' vao ma4o, tbo prlco paid or receiT8d, an! 

the quAntit y of eecb kind or gr&de 10 eold, del1Yered, purcba•ed, or accepted 

!or delinl')', 

Sec, 3, A!firmaticno of Compliance, On or before Soptamber 10 , 1941, 

and on or before tho lOtb da1 of each month thero&ftor, e• •rr peroon vbo, 

during tbe preoeding calender month, baa aold, or delinr ed, or purcbaaed, 

or accepted doliYery of rev silk or ollk vaote, ahall oubmlt to the Office of 

Price .ldalnlatretion and Civilian Supply an &ffll'!l&tion of CO"J>llance on 

Tore U4:1 (lit fortb In Appendix B, vblch Ia Incorporated bereln as Section. 

9) contalnilllt a ovorn atatement tbat during l®h DOnth all oueh aalea, 

purehlooo or deliveriee vero made et price• In conformity vlth tbl a Schedule 

or vltb any exception or modification thereof, Cop!eo of Form 114:1 cen 

be prooured from the Ortlce of Price Ad.Jnln!at ratlon end C!vlllen Supply, or, 

profldod that no ch&nge Ia made In the otyle end content of the form end 

that 1\ 11 r eprod®ed on 8:Uo!' paper , they u:t be preperod by pe rsona ro­

qulred to oubml t &ftlrmetlona hereunder. 

Sec. 4. E:Ptorcegent.. l.n the e?ent of r•l'ulal or failure t-o abide b7 

lh.e prlco limHatlona , report requt reent o, end other pro• lslon• contained 

In t hl o Schedule, or In the event of eny ovao!on or attO"Pt to ev&do tho 

prlco limitati on• or other provisions contained In thia Schedule, tho 

Office of Price Administration end Civllion Supply vill mete • •err effort 

t o lnoure (1) that the Congress end tho public are fully informed of &llY 

failure t o abide by the provleiona of t hle Schedule, ond (ii) that tho 

powora of the Go• ernment are fully exerted in order to protect the public 

lntereat and the intereata of thoae pereon• vho con!orm vith thia Scbedule 

In tho obllnenco of tho ,.xii!IWII pri ceo heroin oot forth. Peroon• vbo ba.,. 

""'idtrzlce o f the demand or recei pt of "Drlcel abo•• the 11c1tatlona aet for·th, 

0'~' IUl.7 fY'f'u\on of or e.tfort. to ~ad• aucb prteea, or of apecul&tion. or ot 
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~h• boar4ine or ac.,..,.J,ation of >Uuleoeuar7 lnnntorleo of raw aUk or 

o!lk ,..au, are urse4 to eo""""lcate vltb the Ottlco of Price Ad.mil>lotratlon 

0114 Civilian Supply, 

Sec. 5. Supplemental Schedule and ~rpprt Requirements, Supplements 

further d~flnln& the •cope of thie Schedule ond, It necoooar)', requiring 

r~rto to tho Government, will be ioaued from time to time when found 

appropriate, 

Sec, 6. KgdJ.f1c .. t1on of the Price Schedule. Peroono co"!'laining of 

wtoblp or inequit)' iD the operation of tbio Schedule ,._..,. appl)' to tbe 

Ofrlco of Pr lc l Admlnlotration end Civilian Suppl;.r for opprovel of an;.r 

oodlflcetion t.>eroct nr uception therefrom. 

Sec, 7, Det1nit1pna, When used in thia Schedule, the term 

( a) 'poroon• include• an Individual, partnoroblp, aaaoclation , 

corporation or other buolnesa entity; 

(b) •raw ailk' means the t ypoo , denlera and &radoo of raw ailk 

aet forth In Appendix A of tbio Schedule; 

(c) 1oilk waate• meant the I7POI of ollk woote oet forth iD 

Appendix A of tblo Schedule. 

178 
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S.c. 8 =dix A.. K'Jll!Ntl Prts13 tor Roy Si lk AA4 Silk 

~ra4o & Porepntago Prieeo ppr ?PUnd ox eellor1 1 warohoune 

13/15 denier 
JA'QAn. white 

l) (73~) 
D (7~) 
c ( 81~) 
a (8~) 
4 (8*) 
.u (8?'1) 
AU (90)1) 

~·lal w. (9~) 
( 9a<.') 
(9~) 
(9~) 

Canton a11k 
Talltlee a11k 

$3, 06 
3 . 08 
'3.10 
'3.12 
'3.15 
3.18 
3,24 
3. 33 
3 . 43 
3, 53 
'3,63 

• 

TtAtloo double extra 
Tuuah e1lk 

• 
lmpgrt~4 Silk VAA ta 

Canton ~en Vaate 
Chine Lo~ Vasta 
Pierced. Cocoons 
PolllftOU 

• 
Doeootlc Silk Vo3te 

20/22 Denier 00/22 deni er China eteam 
Ja.pan . whl to aiGan. Yellow ...ill&~-

$3,00 
3, 02 
3.04 
3,0? 
3.10 
3. 15 
3. 00 
3.29 

• • 
- $2. 40 per lb., 
- $2, 40 per lb., 
- $2,56 per lb., 
- $1.60 por lb., 

• • 

64# per lb. , 
9~ per lb., 
as.- ptr lb., 

$1 , 85 per lb., 

• • 

$2. 95 
2.97 $2,97 
2. 99 2. 99 
'3. 02 3 , 02 
3.06 3 , 10 
3.10 3,15 
3.15 3 , 00 
3. 24 

ox seller's warehouse . 
" . ' . " 
It II It 

ex seller' s varebouae. 
• • • 
• • • . 

l n bond, Varehous.e, Port of 
New York • 

Winders waete ( untvt at ed) untinted 90¢ per lb., F, O, B. Shipping Point 
Tinted. 85t per l b ., • ' " 

Tram Waote (1-5 t urns per Inch) 80¢ per lb., • • 

Crepe or Grenadine vaate 
(& or more turn• per Inch) 22-1 per lb., • • • 

95¢ per lb., • • • 
Cut akelna 
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Sec. 9 f9ro No. 114:1 

OFFI CZ POR :l:l!ZROJ:l(CY IWIJ.ODG:II'I' 
O:P1ICE OF PiUCE .&D<.IiiiS'l'lW'ION AliD CIVILIAN SUPPLY 

AFFIRIW'IOli OF COKPLI.AI!Cll 
J"OR BUYERS A.'ID SELL:i:RS 0!' R.\\1 SILX OR S!Lit VASTE lJ 
J'or tho puryoee of making M affirMUon of cormHance w1 th 

Prioe Schedule llo. 14 of t ile Office of Price Aclm1n1atro.t1on o.nd 
Civilio.n Supply , required by Section 3 thereof, I ho.vo exuoina~ 
the reoorde for the month of 194~, of ----

(Naco of Buyer) (Addreu) 
of ~ich concern I ac During that 9erio~ 
tfte above-naoed C¢ncern haa not 1old, delivered, ,urchaaed or 
acca,tod do11Yery of rav ailk or ailk vaate ~t , riceo in exceas 
of thooe eotabUV.ed by tho aforel4\14 Price Scllodule No. 14. ~ 

SUbocribod and ovorn to 
beforo me thh ----
day of • 194_. 

(Noto.ry Public) 
My co~iaeion expirca 

( Si'!l"'ture) 

lJ 1'1111 llffirmAtion cuat bo oignecl. -o.: the buyar or by the eeller, 
or by a ~artnor or officer of tho bu¥er or seller. 

y In tho eyent that Ot>:f aalea, purehlliOI or dol1nriea of r&Y 
ellk or ailk wasta have been cade at , rice• in excecs of ~oae 
ootabl1ohed by tho Schedule, t."e abOYe text s."ould bo oui tably 
ellan&od and a list should be &JI"'tndod her eto giYift& wl.th re­
II))OCt to each ouch aalo , purehaao or delivery, the da<e 
\horoof , ~e name of the aellor or purehaaer, ae the caae 
1111111 bo, tho quanU ty, tne ~~nd grlldo of raw a ilk or silk 
woato a~ld , ,urchaaed or del1vore4, and the reaaona for e~ 
cood1ng the maximuo price . 

• • • 

Iuued thio 2nd daY of Auguat, 1941. 

Cer tified to be & ' rue 
copy of the ori~r.al 

John":. K"-"'1!"'1 , De1lu tv Af.n1n1f.tt"--.tor 

1•1 ~eon Kenderaon 

Leon Henderson 
Ad.t\l niatr4tOr 
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PM 842 

Ceiling prioea for Douglas fir plywood, as well ao for the Douglas fir 
pteler loge fro~ which ouch plywood ia ~de , are eetnbliohed In Price Schedule 
~:o. 1:. cnnouneed toc!ay b)' Leon F.enders.on. Adminlatrator , Office of Price Ad­

•ln!atratlon and C!v1l1en Supyl;r. 
P:1ce advaccea ao ateep a.s to be in.t'lationar)' tn character ~ve ac­

eo:J>Illltd tt.o groatl;r Increased de"Jalld. ~or p:i.yvood froa defenu and civilian 
so:lTC.tl, Wr. Hendereon st&~e .... , awl hi~ of!'lce nat dete~1t!ed tnat u.x.ic-JJ:J 

prlcea for plyvood ~d p~ele~ locs t~ou!d be la~oted a~ the ~rlee le•ela pre­

Ta111n~ on or 3tout. tla;r l, 19tll . 
In the caae o~ plyv~ll r~d pl~nel , t Yo ty,ea of ply~ood Yldely used !or 

a variety o! dofen;e and civilian purpoae~ . price lncreaae1 totalling about 
Z~ r~Ye token pl3CO in aligntly leas tlan a year, ~1th the most recent advance 

of ~ 0o! ne; Into etfect on !·las l!; , 1941. Th!t latter !ncreaae !e <liolnnted 

br tho price oehedule. 
•Price lnc rea sea of tae extent that have occurred ln the plJ""'!Ood industry 

ere unwa.rrMted and cannot be just1!'1ed. by the acderatfil Advance• that t .J.>Vt 

tUe.11 place ln coste, • K!'. Benddrson said , "Since 4enand haa grown t o tbe 

po1:tt vcore 1t cannot be sat.1sf!.ed. by the exiatl.D.' cas:aclt)" of the industry. 
;ne ar.arp riee in pr"icea cannot lncreq,ae aup,liea c.r.d, bence, can cerve no 

ott.r purpoao tnan to contrlbate to an inflatl01>ar7 aplral ." 
~ftorta ot CPACS ~o obtain voluntary coopore· t on fro= pr~ucers of pl/­

vooi t.ave been rru.atro.ted by the refuael o! certeln ce=bera cf the lnl:'.uat.r)' to 

Join In ouch a progrll:!. 
In the dofonae effort Douglas fir plyvood In ita aevoral forms Is usod 

In tho prOQUction ot" airplnnea , pontoon brld&et , and •=all boats . It f!nda a 
•llt!tude or appllcntlons In the construction lnduHrY Md In tho building of 

houaea a.nd cantonzente . 
The achedulo attpulate• t bat on and after Auguat 5, 19~1. regardleoa ot 

tbt hmt ot a.ny contract o! sale or purcoaee or otter coc:titeent, no e&nu-­

!ac.ture r or cuu.fact.urer'• 06ent tell or 4ellvery tJLY Dou.t.la.t !1 r pl.;fvood a t 

P~!cea In oxceaa or the following ~C~I t or ~he prlnclpol grades : 
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m vaU (1/.._1
) 

Pl71COr4 (5/16-') 
Indua~rlal and J.utomobile 

Grad•• (1/ ..... •) 
P17!orm (9/lG-") 
Pli'J)enol ( 3/8-• ) 

- 2 ... 

llu 

Wallboard 
Sheathing 

. . . . . 
Concrete foras, etc, 
Partitions 

Pll 842 

l!ax. Price 
Per II, Sq. J'eet 

$28,00 
25,30 

29,20 
7?,10 
41,45 

The !oresolng prices are f ,o,b, mill po!nta !or carload lota, •~mum 

prlcU tor leU tlwl carload. l ots avernce about 9Q. pprcont higher, according 

to toe achedule , 
The acl.edule Ia con!ined to lc>jU;ing oporatoro producing peeler loga and. 

canQ!acturerc ot plywood, So preaent reatrlctioot are imposed on diatributora. 
Bovuor, by oopnratt negotiation with tho Of!lce o! Price AdJninlatratlon and 

Cl•llian Supply, tho lin! ted Stat eo P1Jvoo4 Co, or Nov York City, and !!arbor 
Pl)"'Ood Corp., HO(IuiU, llash,, the two large producero or rlywood vhic.h aloo 

do their own dlotributing, have agraed that In oaooo vhoro delivery to the 

bU¥er it made !rom one of their varehouaea, rather t~~ directly fro~ their 
ollla, tho delivered price to buyers within tho uaual !roo delivery oono shall 

not oxeeod the !.o, b, mill carload pr!co of tho ochodulo plus tha freight charge 

!rom ~he c lll to the warebouoe, whe re paid by tho mMufacturer, pluo 20% on pur­

cbaoeo ot $200 or more, or 25~ en purchaoaa ot loot than $200. A looser margin 

tl:all be charged wlltrever poaa!ble , accord! ," to eecb oeparoto agreement. 

Theta acree=enta go into efiect concurrently w1tn the price schedule. 
• I t 1o expected that other distributor• and rota!lero vlll adhere to the 

~~u: =arclna aet up br theae agree~enta,• hr. Henderaon atated. 
Do~~tlao fir peeler lo;;a, tha prta:sey aource of Do~~~:b• fir plywood, are 

cut t or tbl COl\ par' tn Or·et:;on end Vaau1Dt _. t OD , In cenere.l , peeler grade• .,.. 

Aot er.>incd by t he diameter of the lo;;, vblch rangeo downward from aomevtat 
about ss-• to & maxicum ot 38-•. Loa• of l•••~r diameter alao •~e uauable, 

l:o\IC1'tr, Yl t.h the lo-.;oat grade around 20-1 • 

Becauoe gradin& practice& ditrer amon& 1QU1041 c010p8.Diea throU(lbOUt tho 

northveot, OPAOS In Ita price ocbedul• baoed tho cell!~ pricaa for peeler loso 

on the quoti\Uono that prevailed on l!ay 1, 1941, In ordor to enable logging 

operatort to adjuat th•lr buoineao vHh a 11inh1um of dlatorbance. 

Prieto or peeler lOS• on¥"' 1, 1941, ranctd rro= approximatelY $26 to 
$39 per tnouoand board f•et, log acale, In tho State o! Vaoh!n&ton , and from 

opprozill&ttlY sa4 to $:14 per t houaand board toot, los ocale, In the StaU of 
Orecon, depending on quality. fbeoe prlc .. prOY! dt a liberal ,..rgtn oYer coato. 
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ne 1che4ule reqUires m.nu!ac~u~r6 of pl.)'vood to keop detailed recorda 

o! •••tY aalo ot pl;rvood and of ency p\lrchaiO of peeler logo tor inopeetion 

~1 \M Ottice of Prlee Adllllnietration 411d Civilian S~pply. 

AnOI~er aoction of tno ochedule !orblda direct or lndlreet ovooio~• ot 

tto ceillnc prlo•• by moan• of oxc•••ivo delivery ohargoa or ..nuo~l term• of 

1016• Teo puroha•er in all ea••• 1a given the option of makiag hio own trano-

portat.lon ura.agft;~enta . 

Text of tho aenedule is at tached. 
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ClW'Tmt XI - Ol'FIQ OF PRICI AIICI!IISUA!IOll 
.IJil) CIT ILI.cl S tii'PLT 

Far~ 131.2 - L1.1...,ber ar.d Lu:>bor Producto 
PliiOI sc:nmULl!! NO . 13 - Do\l&leo Fir Pedor Loso ond 

Douglu 1ir Pl)'I<Ood 

Douglaa Fir plywood, mode pricnr i ly fro~ Douglao fir peeler 

PK 842 18~ 

loge , i a widely uaed aa a building material , a1 a !orm for concrete 
ohapoo , •• lini ng !or the inaide of troight oare and trucka, and ao 
a diop\ay material . In the defense procrom, it baa been extensively 
eoployed in the construction induotry , and in tho production o! air­
craft, poo.toon bridgea, and etuall boata.. Tbe recent 1ncre._aed u.se of 

plrwood o hMin& !roc tho d.efonae progr.., and the acco-inc ex:>andod 
oconosic aotiYity baa ao il:creaaod dcaend f or pl)'I<Ood and pooler lo&• 
that curre~t requJr~~enta eons1derabl7 exceed the axlatlng capacity of 
the industry. Aa a consequence , 1~lat1onary preaauro ~· been exerted 
~on the pricea of these product&, cauolng tbea to r1ua ereatly in ex­
•••• of previously exie~ing levela in the i nduotry, Sue~ price in­
C·t O&tea ht\VI markedly outatrippod coat advance•. Certain oombera of 

the pl)"'ooli induotry h,.ve r efused to coo;oerato voluntarilY with the 
O!!ico of Price Admin lotration and Oivilion Su~lY in maintaining 
atabla pricee , and tho•• prodt:eer s who bavo eooporo.tod by withdrawing 
price lncreaAea have therefore been aubJected to unJu~t discriMinAtion. 

A.ccordirutlY, on the basi a of 1n!ormat1on eecu.red by tbi e Off' ice, 

and UDdtr the author ity yooted in me ~1 S1ooutiYt Order ~o. 8734, it i a 

hsrtb7 directed that: 
1312,1 Pe!tnltio;s. r.>en uaed ln tbio Schedule: 
(a) 4ftle term •per&on" eieans a.o i,a,.div14ual, cory>ration a•soei-

ation, ~artnerahip, or other busineae entit.7. 
(b) The term •manufacturer" mean• a per,on op~rat1ng a 

mill which procoaoeo Douglao fir peeler lo&• i nto Douglas fir ply-

wood .• 
(c) Tho t erm •teaa t hen carload" mean• a quantity or one 

or mor a grad•• or oi•e• of Douglas !lr plywood, tba 051:&ga~e weight 
o! which 1a leu than 38,000 pounds . .Either Do"'llal !ir .:0•><

0
• or 

DoUGl&l fir a illvork, or bot h, me:/ be included vitb pl;r10ol in com­

putiD& ouch acgrecate weight . 
(4) The term •Do~ao !lr peelor log• .,eana " Do\ll:tao fir 

los aultalllo for ~be "8llufacture by rotarY euttille o! Do\:&lU !ir 

pl;rvood. • 

• 
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'"1312.1 to 1312,10, 1ccluo1.,. 
houed puroii8Dt to tho auth­
ority conto1:>ed in :C.ecut1vo 
Order !lo. 6734. 
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1312, 2 Ma;imum Pricea Eatabliohed tor Dpuglao P!r Peeler L9gs, 
On and &!tar AU&U•t 5, 1941, regardloao of the tonu of any contract 
of aalo or purchase or other commitmont, no oalo or delivery, or offer 
of aalo or delivery, of Douglao fir peeler lose , ahall be ~ada to 
manutacturera of Douglao fir pl;rvood at a price in axe••• of that re­
ceived by the seller for a sale or delivery on !~a;y l, 1~41, of Dol:&l&a 
fir pool er loco of the oaoe grade and quolity, and to tho ooca purc&aaer. 
In tho event that no aale or delivery of the oaaa ~ado and quality vao 
aada by ouch aeller to ouch purchaeer on lla;y l, 194!, the IU.X1c1.m price 
ohall be the price received b;y the aeller for t ho l A\eot sale or del!vary 
to the purchaoer of the a....,e grade and oual!t;y IOada prior to l'.a;r l, 1941. 
In tho OTont that no aalo or delivery of the OMe gro.do and quality vao 
proviousl:v made by ouch seller to ouch purchaeor, tho aaximum price shall 
be dete~ined by tho price received for tho moot aimilor oale of tho 

oeme grade and quality on or before key l, 1941. • 

1312, 3 l·lpiCIUlll Pricee Eatablished for Saleo of DoUI!laa Fir 
Plywpod bx Mmmtneturers. On and after August 5, 1941. regardless o f 

the t erms of &n)" eontre.ct of sale or purcho.te or other comitmsnt, 

no a:anutacturer (or cocmiaalon aaleam.an, ~ut'acturer•a repreaen­

tat1?e, or other manufacturer's agent) ahall tell or deliver, or 
oftor t o aoll or deliver, any :O~aa tir pl:vvood to any purchaser, 
for 4el1Yery at the canufacturer1 a aill to auch purchaaer or to a 

carrier conti~ed to aueb purchaser, at a ~rice to e~ceaa of the 

=u111Nm pricoa sot forth 111 1312. 10 hereof • . 
1313. 4 Leas thnp Meximwo Pricoa, A lower price than the 

rAXlmum price mAY be charged, deoaodcd, offered, or paid. • 

1313. 5 Evasions. Th~ price li~itationa oet forth in this 
Price Schedule aholl not be evaded by chargoo fer credit t•rma, 
charge& tor prompt or early delivery, chargeo f or deliver; which 
exceeda tbe actual coat of ouch deliv•r:r, or by otber ~irect or 
indirect cethoda,uor shall discounta , or other terms and eondltione 

of •ale. be •.ado DOre onerous to tho purc.'vloor than those available 
or in ottect on A~at 1, 1941. ~· aellar ahall 1n all co••• give 

tho purehaaor tho option whether the l atter abal l cake bia own 

trana~rtatlon arrange~ents. • 
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1312.6 ~"ll!· Z..e17 :r'UlufMturer of DoU&loo fir pi.J'wood 
who. durin& en:r calendar <:o:.tn, ahal.l oell one carlolld or 11101'0 of 
plyvoo4, or vbo oball purcilase llll7 Do\llllao fl r pooler loco, ob&ll 
keep for lnapoctlon by the Office of Price Adolnlatratlon and Civil­
len Supply, and preeervo for a por lod of not leoa th&D ono year, a 
complete and accurat e record of every eale of plyvood, and of evorJ 
purcheao o! pooler logo , made during ouch ~onth, lnoludlnc the nameo 
of buyore and eollero , the datee of the purcha••• or oaleo, the prlcea, 
and the quantltieo611d·gradeo of the plyvood oo purchased or oold, and 
of tho peelor logo oo purch .. sed. • 

1312.7 @!orce~e:n.t. In the event of rotuaal or failure 
to abide b;r the price li:oi tatlo:~s ond other pro-.hi ono contained 
in tbl • Schedule, or in the e7e~t or 4Q1 eva•ion or attegpt to 

evade the price l1D1tat1o~a o~ other provlalor.a eontalr.ed ln this 

Schedule , tho Office of Pr; ce Administration and Civilian Supply 
will oake every effort to asoure (a) that tho Concreto and the 
pllblic are fully lnforced of er.y failure to abide by U.e provl­
alone.of thle S~~edule, and (b) that tho powera of tho Govern­
ment aro fully exerted In order to protect the public lntereat 
and the lnterooto of those peroono vhoconfora • ttb thia Schedulo 
1n t~e obaervence of the mexl~ prices and other provie1ona bere­
t:: aet forth. ?eraona who have evidc:1ce of the deeand or r-ece!pt 

of prieta above the limltatio~s &at forth, or any eTallon or 
e!forta to nade auch require:tents, or of apec-.ll•tton, or Jt&llipu­

la\lon of prlceo of Douglas fir peeler lo~• or of Do\lglao !lr 
pl>~od, tor which ~~ prices are herein ea~~l1ohe4, or o! 
the hoarding or accU%Ulat1on of unnoceooar:r inTentorieo ttereo!, 
are ursod to coonunicate with the Office of Price Adminlatration 

a.,d Civili"" Supply. • 
1~1? .8 Modification. This Schedule to taaued upon the 

boaio of preaontly oxiating conditione and ia aubJact to adJust ­
ment or revlalon. Persons complaining of hardship or lnoquit7 
In the operation of thla Schedule may apply to tho O!!tce o! 

?rlee Admlnlotrat1on and Civilian Supply tor approval of anY 
propoaed coditlc•tton thereof or exception theroto . • 

1312.9 Vnen Sc;hed,ule Beeo:'leS £ffect1yt. 

•hall boeoaa effectiYe August 5, 19~1. • 

Thlo Sc!ledule 

. - - --------
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1:!12.10 Muhzu:• l'r1~A !or Do•vll\t Jir p~ 

(a) Tho maxicwo prices for oand4:-d p-sdot ~ 

r .. totant typo Dough• fir pl.yvood ohall 'bo at tollovo: 

mo1aturo-

5/16° 
~/B ' 
1/ 2° 
5/8' 

5/16 ' 
?/16' 
9/16' 
l/4' 

5/16 ' 

9/16° 
5/8' 
11/16° 
3/4' 
13/ 16' 

Pr1co Por J.f, Sq, Ft. 
r . o. b. 1!111 

C/L LC/L 

PltsCOrd - A11 ei••• up to 48'x9~ ' 
Douglas .!'1r Pl;Nood Sbee.t h10fl 

3 Ply, P.ou,:b • • • • • . . • • • • 
3 Pl1. RQU4th • • • • • • • • • • • 
3 or 5 Ply, a t mill '• option, ~)l. 
3 Or 5 Ply , at 10111 ' • option, P.c)l. 

$25. 30 
30.30 
40.45 
50. 55 

~11 All obeo \!!? to 48'x96' 
DIOU6l&a Fir Pl)-vood ~a1lboard) 

3 Ply S2S to l/4' , , • • • . • • 
3 Ply S2S to 3/8 ' , • • • • • • • 
5 Ply S2S to l /2' , , • • • • • • 
St udding Strips (PerM Lineal Ft.) 

:)8. 00 
38. 50 
52.50 

5.30 

Plvform - All eizea up to 4A•x98" 
(Concrete l orm Panelo) 

3 Ply S2S t o 1~4' , 45 . 00 
(Foro Linera 

5 Ply S2S to l/2° • . ' 77 . 10 

5 P~v S2S to 9/16' 82 .40 
5 Ply s~s to 5/8' 86 .50 
5 Ply s:s to ll/16' 91.75 

5 Pl:r S2S to 3/4' • 95 . 30 

526.40 
31.75 
43, 00 
53,95 

29. :0 
40. 90 
56 ,15 
5 ,30 

48.55 

84. 15 
~.oo 
94 .15 
99.95 

104.05 

Rour.h, 3 Ply - 11••• up to 48'x96 ' 29.:0 31.95 
Ro•,.;h, 3 Ply - Ditto 29.:0 31,95 
Rou11h, 3 Ply - • 35. 00 38.50 
Rough, 5 Ply - • t,8,80 53, 40 
Roulill. 5 Ply - • 53.75 58. 90 
RoUfih, 5 Ply - ' 58. 75 64. 35 
ROU(!h, 5 Ply - • 63. 7C 69 .80 
Rough, 5 Ply - • 68.65 75,20 
R h 

• 76 60 86 .05 
oug. , I! Ply - • 

18? 

1/4' 
5/16' 
3/8' 
1{2' 
9/16 ' 
5/8' 
ll/16° 
3/4' 
7/8• ,,,. ?.o11ch. 7 Pl._v _ • 82. 3J 90.10 

~ Gra4oo ohall be 1n ..,cord wHh the o\<l.Ddardt of tl::e Un1 ted State• llepart­
&ont of Coo=erco H&tienAl Bureau o! StADdardo, al contained i~ Coc=ercial 
S~'"d CS4~· (~ao ?~r PlyVood, Doaoot1c Ora4eo) , Fourth Edition, 
offecti~• ~-uot 20, 1940. 

• 
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Price Per M Sq. Pt. 
,,Q, J!, !Y.U 
C/L LC/L 

PlYpane1 (SQund 2 Sidoa) • 

3/16" 3 Ply 2411 a.nd under $35. 65 $38.85 
S2S to l /8° over 241 t o 36 11 36. 65 39 ,80 

or over 361 to 48• 38. 50 41, 85 

l/41 3 Ply 
S2S to 3/16" 

s/l s • 3Pl.1 341 and under 32. 15 35, 35 
S2S to 1/ 41 over ot• to 361 33,15 36. 30 

onr 351 to ~· zs.Q2 38, 35 
s/8• 3Ply 241 and under 38. '10 42. 35 

sas to S/16 1 over 24• to 361 39. 55 43. 35 
OX§li: ~~ ~0 ~~ il. .i~ 45, ;12 

7/16 1 3 Fly 24 1 and under 43. 25 4?, 45 

sas t? 3/8• over 2411 to 36 1 44.20 48, 45 

2!§[ ~§· ~2 !iil1 :I~. Qg 50 . 4~ 

1/2' 5 Ply 241 and und~r 58. 95 64.55 
s2s to 7/16' over 24 11 to 36 11 59.85 65. 50 

!2!8r :::,g" ~2 ~a" 61. 72 §?,§Q 
9/ls• 5 Pl:• 24' and lll1der 58 . 95 64.56 

sas t~ 1/2" over 24" to 36* 59.85 65. 50 

0'7~1: ~" ~g iii" Rl s72 §?.§g 

s/a• 5 Pl:y 24" Md undor 6P . 95 76, o5 

S2S t o 9/16 11 over 24:r t o 36" '10 . 90 77. 65 

gv~r ~· ~2 ~a· ?t;,?.Q z:ll, ll5 

ll/16' 5l'l:f 24 • and under 6~ . 95 ?6. 55 

sas to S/8' over 24" to 30" '10. 90 77. 65 

srret ~· ~2 i!J" 7~,72 :z2, S~ 

3/41 5 P1:y 24 • :lDd under 79.25 86. 75 

sas to ll/161 over 24 1 t~ 36 1 80.10 87. '10 

2V!Z£ 36 a ~$t i§ I n.~ =·n! 
13/16• 5 Ply :!-1 1 and under 79 . 25 86. 75 

sas to 3/41 over 24' to 36 1 80.10 87. '10 

gver H 1 ~2 ~· §.1.,!1!2 8l!1 7:! 

?fa• 5 Pl:y 241 and under 88. 35 96.80 

sas t o 13/161 over 24 11 t o 3611 89. 30 97.75 

ov e[ 3.§ 11 ~2 ~12" 2l.. ~Q 29. ~:! 

1/a• 7 Ply 24° and under 94.75 103, 85 

s2s to 13/16° over 24" t o 36 " 95.'10 104.85 

2!11: ;!§" H! ~~ ~~ 2Z.~R l!lllo !1!2 
15/16 ' 7 Ply 24" and under 94.75 103. 85 

S2S t o 7/8 ' over 24" to ss• 95.'10 104. 85 

orsu: 3g" ~2 ~a· i7.~~ 1!12. !1!2 

l · l/16 ' 7 P1:y 24' and under 104.05 113. 90 

sas to 1 1 over 24" to 361 104.95 114.95 

srrer ;m: • so d' ;LS26. ZA ll!io!l!l 

1-3/16• 7Pl.1 a~· and under 117.80 129. 05 

S2S to l - l/81 over 241 t o 361 118. 75 130. 00 

gt~t ~· ~2 ~a· liQ.~ 1~.12 
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Prlce Per M Sq, 7t, 
; , o.b. Klll 

Clo loCfL 

Plzpenel {Good 1 Sldol • 

3{16' 3 Ply 241 and under $43,05 $46, 85 
525 to 1/8' over 24" to 36ft 45.85 49, 95 

or over 36" to 48" 49, 55 53, 95 
1/4' 3 Ply 

~a~ ~ • 
5{16' 3 Ply 24' and under 39. 55 43.35 

sas to 1/4' O'Yer 241 to 361 42.35 46, 45 
OT§:r 361 t:o 481 46, 05 §7, 4§ 

3/8' 3 Ply 241 &Dd U!lder 46, 05 50, 45 
sas to 5/16' o•er 241 to 361 48.80 53.~ 

2•~I ~· l2 ~· !i2.~§ §7, 4~ 

7/16' 3Ply 24° and Wld•r 50. 60 55.~5 

sas t o 3/81 CJ'f'll'!' 241 to 36 1 53.~ 58, 45 
OT§[ ~~ ~0 ~~ ~7,1Q §!1, 55 

1/2' to 5 Ply 24 • and under 66.30 72,60 
S2S to 7/16' over 24 1 to 36 1 69.05 75. 65 

21er ~" l!i! ~§" !2. 72 79 ,§!i 
9/16 ' 5 Ply 24 • and under 66. 30 72 .60 

S2S to l/2' over 24" to 36 11 69.05 75, 65 
2!GI: ~§ 11 $0 48 11 za.12 79, 2li 

5/8' 5 Ply 2~• and under 77.35 84. 65 
S2S to 9/16 ' over 24° to 36° 80.10 8?. 70 

S!!~£ 36" to ~§" DM~ 91 , ?li 
U/16' 6 Ply 24" and under 7?.35 84, 65 

S2S to 5/8' over 2411 to 36 1 80.10 87, 70 

!i!"'fi 2211 $2 ~" §~ . 2~ 91,?5 
3/4' 5Ply 24 ' 3lld under 86. 55 94. 75 

S2S t o 11/16' over 24° to 36' 89.30 97, ?5 

QT~I ~~· ~o ~~ 22.2~ 121. eo 
13/161 5 ?a 241 a.::t-1 under 86.55 94. 75 

S2S ~o 3/4 ' over 241 to 361 89.30 97. 75 

~·~;:: ~· to !CJ• ~M~ lQl.!K! 
7/8' 5 Pl:r 241 and undPr 95. ?0 1~.85 

S2S to 13/16" over 24' t o 36' 98.45 107,85 

ov~u: ~~~ i2 48' ).Q~.l~ Ul, 9;! 

?/8' 7 Pl:r 24 • and under 102. 15 U l , 95 
S2S to 13/16" over 2~' t o 36' 104.96 U4.95 

2"§:1: 3§1 ~0 i§' 12M~ 119. 00 
15/16" ? Ply 24 • and under 102.16 lU.V5 

S2S t o 7/8' over 241 t o 3611 104 . 95 114.95 

sr!~I 3§• ~g 4~" 1!2Mii ll.~.QQ 
1-1/16' ? Ply 24° and under 111.~ 121.95 

S2S to 1• over 24 1 to 36" 114.15 125. 05 

Q!l[ ~· t2 i8" u.:z.l2 122.21i 
1-J/16' ?Ply 24 • and under 12~. 20 13?.05 

S2S to l-1/8' o~•r 24° to 36' 127.95 1~.15 

2"'1[ 3§' 1:2 t~• 1~1. §!1 144,15 
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Price Per l! 5-t . Ft. 

~u. Ul~/L 

Plyp&..,tl ( <i2s>d ? SIS:ool 

3/16' 3 Ply 24" and under $!50.45 $54. 95 
525 to 1/8' over 2411 to :56 ~'~ 53.20 58. 00 

or OVGr 36" to 4811 58 .75 64 .05 
l/4' :; Ply 

§~~ ~g ~1!2' 
5/16' 3 Ply ?4 • and Wlder 46.95 51.45 

525 to 1/4• over 24" to 3611 49. 7() 54.50 
2ver ~6• ~2 4§" ~~i~ 50 . 55 

J!e• 3 Ply 241 and under 53 . 4C> 58. 45 
525 to 5/161 over 24° to 36• 56.20 61.50 

over 368 to 4§:11 61.70 67 . 50 
7/16' 3 Pl7 24 1 anci under be.oo 63. 55 

S2S ~o 3/81 over 24:1 to 361 6C .80 66 . 55 
gver 361 to 4§' fdi,;JQ n . 50 

l /2' 5 Pl y 24 • and under 73.65 81). 65 
S?S to 7/16' o7er 248 to 361 75.45 83.70 

o7~r 3§" i2 ~£i" 1!1.:12 ~9 . 75 
9{16' 5 Ply 24" and und ~r 73.65 80. 65 

525 to 1/2' over 24" to 36" 76.45 83.70 
ver 3§'* ~2 4~ " !11.2Q 89.75 

5/8' 5 Ply CA:11 a.J:d under e4.65 92 .75 

S2S to 9/16° over 2411 to 35'1 87 . 40 95 .75 
ov-er 3611 to 4811 92 .95 101.80 

11/161 5 Ply C:4a and under 64.65 92.75 

525 to 5/8° over 24" to 36" 67 . 40 95 . 75 
over 36" to 43;11 22.i~ llll . 8Q 

3/4' 5 Ply 2~1 and unc!er 93 .90 lOZ. SS 

525 to 11/16° over 2411 to 30' 96.65 105.85 
o·,.u 3€' t 2 ~a· l2i.!;5 111. 95 

13/10' 5 Ply 2411 &."":.d. under 93SO 102.85 

525 to 3/4' over 241 to :>61 ~6 .65 10~.85 

over ;!21 to i§• ~g~.l~ l)J . . 95 

?{s• 5 l'ly 24• and under 103.10 ll«. 95 

sas to 13/16' over 2411 to 361 105.85 115.95 

O'f'f'T 36" t o iii" m.~ 1?1.95 

7/6' 7 Ply 2'11 e.:'ld under 109. £0 120.00 

S2S to 13/16' over 2411 to 36" ll2 . 30 123.00 

ver ,, t 
4 " 

7 129 5 

15 16• 7 Ply 24" and under 1C9 . 50 120 .00 

sa s to 7/8" over 24" to 36" 11?. . :!0 1?3.00 

o~rF.r 3 " to 4 " 7 129. 

1-l 6' 7 Ply 24" and u.."\der u e. 75 13C. OO 

S2S to 1• ewer 2~11 to 3611 121. 55 133. 05 

over 3~tt H! 4!111 lo~'.!l~ p9. <Xl 

1-3/16' 7 Ply 24 • and under 132.55 145.15 

S2S t o 1-1/8' over 24• t o as• lZ6.25 l-t<i.20 

__ Q!]~r 36• to 488 ~il.&m l:X..25 
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(b) The caximwo prlcoo of panelo, exterior cradoo~ or Dauglea 

fir p1yvood •~.all be aa follovo: 

l/o' aanded ) 
3/161 un11111dOd ) 
3{16' aanded ) 
1{4" 11DfA'l40d ) 

1/4' ..... ~ ) 116' ~~t ••n.1•A l 
5 161 1! .. 0,(1! ) 

~ · !:..L' 
~·... j 

7/l§' ll''f&~·.L) 
7/1€1 osndod ) 
!.U' iDIA.IUl!::!i } 
t,ta• aedod ) 
~~161 upttndtd ) 
~ 161 aa.•dod ) 
f/91 UDtAftdOd ) 
~N' unded ) 
11/1§1 ~DDDD~g41._ 
11/16' 1'11\dOd ) 
3 4" anad ) 

3 41 aan-1od ) 
13~!6' yno•nd§d) 
13 161 I!Uidtd ) 
?/811 unaondod ) 
7/~' aandcd ) 
15/161 uaaondrdl 
1~/ 16' aanded ) 
1' ugarp4fid ) 
11 IJ:ldtd ) 
1-1/1~1 un"dded) 
l-l;L~· aandod ) 
1-1~§' upa.,ded) 
1- 1 &• C\n. ed ) 
1-~ll~' Ynr 3Ddl4l 

Per !4 ~. n._tn CarWd Lo\t . f.g .b . Kl.ll 
~~~~ In¢uatr1nl Grade Sgund 1 Side 

$ 47.50 $ 45,50 $ 43.50 

4,q , §Q 46 . 50 44. 50 

55 ,1\:l 53.00 51.00 

61 . :>0 69.00 5? . 00 

t'\.M 79 . 00 76.5() 

?& .0!" 86 .00 !14.00 

95 .J9 93.S) 91.50 

103,50 101.50 99.50 

11?.00 110 . 00 107 . 50 

121.00 11? .00 117.00 

143.00 l40.5Q 13e.50 

15?.00 149.50 147 ,:>c) 

16Q.SQ 158 . SQ 156.50 

1?Q. f>O l§B . CO 166.00 

1!>0 .00 1?8 .00 1'76.00 

l9Q,:.iQ 1§9, 00 185. 50 

sf Gradeo oh&l1 bo In accord with the otandarda of t ho United St atea 
Dep&rtmont of Comoerce, National auroau of Standard•. aa contained 
In Co=morclal Standard CS45-40 (Douglal flr Plywood, Domootic 
Gradoo) , rourtb Edition, effective AugUst 20 , 1940. 

191 
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(e) ~ 'addition for Byecial oxt raa•, &I tho t erm io cuato~arily 

used in tho Douclaa fi r plywood induatry , aball not O%Coed tho price 

ch•rgod therefor by the aaller on ~arch 1, 1941, ' 

I uouod thio firat day of August, 1941. 

C::RTI?I!ll TO !IE A TRI.T!l COFY 0!' 'riG ORIG!i1Alo 

John z. Ramo, Deputy ~~ic1~trator 

Leon lienderao.a 
Ad.-t!t.i s;rn~or 

1 ~2 
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OHICE J'Oa DIDODCT IWU.OIIIIII'I' 

Office of Price Adalniatration and Civilian &upplJ 

tot loaodi ato Roleau 
Jul7 28, 19U PM 808 

'• suatd against the pooaibilit;y that sUpplioo of cans required to 

193 

pack tho current food c rop mq fall below the neceuaey total , the Civilian 

Allocation DiYioion , Office of Price Adminis trat ion and Civilian Suppl;r, todq 

iu•lod an allocation projp'all giving tinplate ond tine od de neodod for thlo 

purpoae a preference oYer other c1Yi11aa deaande. 

Announcomont of t he program followed a aootiD& between OP.t.CS Md prin­

cipal can aanutacturero at which tho .. nutacturero evood tc turcish OPACS with 

dota en the ..,..unto of material a going into t ho variouo t;ypeo of cans and on 

tho dUforont uee o 01ado of cone b;y induetr;y at largo. ~· manufacturer• wore 

told that iron and oteol ohortageo maT compel OP.t.CS to place r eotr ictions 

\lp(ln the uae ot cen• tor non- eaaen.tial pu:poeoe. 

Thoro i o no present ahortago of tinplat e or sine oxide, but other civil­

ia~~ and dofanoo deeands ..,.4 defonoo pri ori t1o1 aq act t o create one wile 

tho current food crop 1o being procoooed. Should thlo occur, thoro 11 danger 

thot appreci able quanti tieo of periahable food will opoil , Pr eserYaUon of 

all food available 1o euential to industrial affi ci iDC7 and ciYilian morale, 

honea the nood to aoouro llD adettuate ouppl7 of cane. 

AnT preferoncoo obtail1ed under the new proKJ'&III ma;r not be used t o accaau-­

lote axooooive invontorieo of tinplate or sine oxide and maoufacturero are 

cautioned t o exoroioe tho mo ot rigid ocono~ i n tho uso of critical material o, 

'ho Prioritieo Division of tho Office of Production Management will ~ 

•inhtor tho n"" prograa. 

fut of tho prot;raa f ollow • 

• 
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VhUe 1t 1\ppc•.r• t h.o.t th.er e l.o not nt th1o tlmo c. ohortacc of cat crlala 

0
eccuatY t o l:lllnufneture can• in autflclent qunnti ti oo to pC>Ck the current ~umpor 

crop . l'erooolr~; 401110JI4 !ron 1\ll aourcco and the prlorl ties crMted t o d.efenso ro­

~•lrcn•r.t• nr.;,· noko it dU!1eW.t to o~tair. oot or illlo nnd tupplleo noeted for t hat 

;u.;>••· Tho preaervl\tl~"· o! all nvail .. blo !ood io .. a ont1nl to lnd~.totrllll. e!fi­

d~::.r.: r.!".C. dvUiM olralo. !f) a~.; id u::~ p~tai'ble l oti vhlch night occur , it 

t~~ret~rc l t CCI &evlar.bl~ t o pr?v1i e n vri l rity t t &tua t or CAt t rials nn£ aapplle• 

=<'!"1"4 t o CMufl\cturo out!ieicnt . ,.,,. to r the p sclcin& ot tho current crop. 

Acc>rdln&l ll, puraWU>t t.o nnd u:>dor th< n.ut ho r ity n oted ln a e by 3xoeutlve 

8?34, pl\rtiel.lln.rl:r Section ~(o) therMf , tho f ollow1n& progrro for tho 

rl'locr.t ~L>n Of :::1\t Orlnln 1\ru'. aupplle& ! o r the lOMufAOtiU'O Of CI\DI to paclc the Clll'-

crop Ia nruoouneod • 

• 1 AJ,lgention ?t lfn.ter1P~G l\."s\ S',lp'l(·li et f?t the Monufnsture of CAns to 

be ue£4 ln PrtttrvAtigr; ?f r -,oi , Suf:"icte:Lt - r\t crinl e :.nd IUJ)pllee shall be All~ 

ca.tK to eanufActurer tJ '>! cPns f l!r th6 pr?iucti"'~ r. ot er.na nccoaaary t o pack the 

«rr tnt toot cr~p . arA, if ~ecea~~. the hl&t~ct civi l i nn pref ereuce rat\ng ahall 

~e exter..!t.d t~ .,r~6r s t or r.aterlr.le fl r • up:>li (;t p l r.cc,\ 'b)· auch r-.anul:-cturera, in 

1::.ttl'.ntea ~hen :such "'~utneturera r£l"e u.Y.bl e to aecure !'\ftt er\c.la .,r auppliCl& r ... 

q~1rtd f Jr the ~nnu!Acturc of e~_nc f or f ood pr#aorv~tlo~ and when, e~cept for a1n1-

::.·.:::. qurtnUtiea r octulrcf'. t o o.nau.re O?nt1nui ty o! pr .,ductlon, aucb l!lt.nufc.cturera 

1· :;~ 1:o.t~:-lnl o f'J r auppltoe nccoa&t'..rY f or the pr :.ductton Qf such Cl'.n&. 

!/ A):;>tc"o i n Foicrl\l ?.cgiator , JW.l" 29, 1941, Vol . 6. r.o Title 32, Chapter n, 
Pozt 1330, Soct t ona 1330. 1 to 1~30.6 inclusive. 

• 
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. 2 Ayo!d&peo of Exeeeai•e lpveptgriea, Preferences granted under thla 

pro&r*" oball no~ be uaed ~o acCUll:Ulate oxcouiYo lnvont orieo • 

• 3 !sopo!!!Y lp U•e of Critic!\l Hator1n1. All manufacturers of cano ut11-

lzln4 pr eference ratings grant ed by thle program ebell exercleo the meat rigid 

economy in tho ueo of critical material a for the manufacture of cans, 

,4 Exelution of Other TYpes ot Cont. Th1a program refers only to 

.... to bt uaed In tho preoervatlon of food and !or t he 1941 crop. 

, 5 EtfeetiYo Date 3nd Expiratlop. 1h1e pro«raa ahall take effect on 

the 26th da7 of July, 1941, and shell , Wllou ooonor teralnat ed by tho Adloin-

iltrator, expire tho lot dey of Oct obe r, 1941. 

, 6 El!forcount. '!'he foregoing progrCJD 11 to be adminieter ed and 

enforced by the Office of Produc~lon Management. 

l ooued thlo 26t h day of July, 1941, 

Ctr Ufied t o be a true copy of ~he or l r;inel 

John E, S..1111 
Deputy Admlnlotra t or 

Leon Hendereon 
Admlnhtrato r 
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OPTIC;> lOR ~~bl;CY IWIAOili%llT 

OF11CL OF Pl'lCE AIIilNIS':'RATIOY JJlll CIVILIAN SIIPPLY 

for Jnt.edloU Relenae 
fbrli'.I'Yo July 31 o 1941 

i96 

PM 836 

.l.lloe•.tlon of euppllos of c:llorln• adequate t o tl\lco care of requlreoonte In 

1
even eea•ntlol pu~llc eervlceo and lnduetrlee wae orderod yeo terd~y In a Civilian 

AlloeaH on PrOGram laeued by tile Civilian Allocation Dlvlll on of t ho Office of Price 

Al!<!inlatrotlon ani Oivillan Suppl;y. 
Includ•d t re wnter pUiifieatio~, aewn&e trentment , •~nltation . refrigerant 

ptta for exiatlng equiP<~ent , ell..i:le control In lnc!uatrl&l pl ants , preperetion of 

pr«.ucts for medi cinal uae. and preservation and J.II"'C61dll.r. of f ood product&. 
'Ion of tne prosron , whlcl; Ia t o be ac!ololatorc4 en4 enforce<! by t he ottice 

of Prot.uct.l on kula&•=~nt. , follows: 

TITL::: 32 - ll~ICi:AL DlJl:llSE 

CHAPT~ XI - OF?ICE OF PAICE nDhlUIST?ATIO'J 
.Alll> CIVILIA!l SUPPLY 

Pa rt l 33b - Chlor ine 

Civilian .kllocation Prosr""' JJ 

Tbe total 4efenae and civ111on de~d for chlorine I a I n excess o! tbe av­

allt tle tupply. To inauro t he obtaining of prlor1t;r f or dellveri eo of chlorine 

u.ad.tr prfi:IIDt ftl\d future contract.& end orders Md rtlet•d liUb-eontracta and eub­

ordera rilR~•d to allitary defen&& needa , the Pr1orlt1ea D1v1a1on , Of!tea ot 
Productioa hlollGC8:tcnt . ba& taaued Genen.l Pre!ertJD.ce Order No. li-19 to cou••"• 
tte aupply &D4 41 r<~ot t he 41otribution of chlorl••· Such or<ie r will further 41-

~1D1t~ the aupply of chlorine ! or c1vil1~n purpoa•• · It ta n~ceaaary , \herefore, 
after cllitary rtefena¥ needo are aatloflod, t o proYido for the equitable alloeat1on 

of the ruldunl auppl y of chlorine among co:~petl~ c!Yi lion 4eMDdo. 
Accord.tncly , pureuo.nt to e.nU. under the o.uthority veated in ce by 'Zxecutive 

O!<!er llo , 8734, parHculnrly Sect~ on 2(n) theroof, t he following progrem 1a 

aanouncedt 
1335,1 Alloc~tlon of Materi~o . Adequa t e auppll •• of chlorine ehall 

be allocated t or t ne followi ng use& : 

ll~ter pu.rlficatlon 

St.~'W8ge t r-eat::.ent 

San! u tion 
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a.trlcoran~ gao .. for exiotln& equlpoon\ 

Sli me control In l nduetrlal plaoto 
Preparation of products for medicinal uoo 

Prooervatlon and proceoalng of fuoc! produoto • 

PM 836 

•1335.1 to 1335.4. inclusive, laaued purouant to the authori t y con­
tnlned In t xecutlve Order No . 8'134. 
1335.2 A[oldanse of E~eeas1ve lnventorlea . 

::rt.ferc.acat arrntftd undir thla program ehall not be used. to accumulate exeeadve 

ltiYt.c.toriet . • 

197 

1335.3 Definition•. ~ce ten:o uood In thlo prograa ohall be defined 

as tbef are defined In General Pr6f• renee Order No . K-19. • 
1335.4 :!:nl'orcer.ent. The forocoln& pro,....,. h to be administered and 

,:>forced by tho O!!leo of Production Nttnaccce~t. • 

laoued t his 30th dey of July, 1941 , 

Cer~l!led to be a true copy of the or~lnal , 

John ll. IIAc3 
Daputy Admlnlotra~or 

Leon Henderson 
Ad.M1n 1atrator 

Appeoro In Federal Reglstor, Vol~e 6, July 31 , 1941, 
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Office of Price Adoiniatrotion and CiYilian Supply 

For !l'lr.ediate Rdo:.ao 
JulY 31. 19n PK 835 

Action t o •nable the Rural El.ectri!lcnti on Adc\nhtrction t o 
co:: Hnuo ito conetruction prosr !llll , currently nbout fivo I'IOntha behind 
achedulo , wna taken t oday by the Office of Prioo Adoinietrntion and 
C!vllinn Su~ply in a linited all ocation prosrom aoncuncod by the Civ1l­

lllll AllccMicn lliviaion . 
Extenaion of el ectric fncllltioa ln rurAl areca in of primary 

1~ortnnco t o the ! nro populetion and the cerrytnc out of proae~t plana 
of the REA Ia conoidered by OPACS to ba an ••••ntial contribution to the 
Cftin~enar.co c ! public volf~e end c1v1l1r~ rr r~le . CiTiltan an~ defense 

d~•• r;~ defense priorities for atrat~ic retdlo h"ve nade it di!­

tlcu\t t,,.. .. ~~ t~ obtAin the relattval:~ r.odoat OUt-ntiti ee r.ecease..ry to 

pemi t 1 ~ ~.., ;-:-¢CA<'d ""1 th 1 te -pr~~r-u: .• 
:U:..\ t.ca proposed to wire 400 ,000 f'c.r:"'ll ~ver the r.oxt 18 t10ntha 

at tho rate of epJ>roxicately 22 , 000 f1 r l'ln r n<utth . 'lho dllocetion pro­
gran will furnloh outfl.cicnt mo torial t o om•blo iU!A t o m•l<G up t he ox­
itti!lll five ~ontha ' lag end to proceed with pltna at t ''" r oduecd rota 
of 11,000 far~e a nonth . No additi~nal 4rn1n on the n~tlon'i electric 

pover t;enerating resources is invo lved in 8lect r 1ficAtion of fe.r:n, 
o\nco REA Ia increooing ito generAtin& facilltioa to keep pace vith ita 

virin,; procrM . 
Tbe allocation progra." apoe1f1ea tMt. during eacl: of tb.e six 

mntbo bet:innin;t vlth Au,-ust, 1~41, tt.o followins a::ou."a of ::eterial 
e.."lall 'be allocated to ?..zA : ~.!:00 eh'Ort ~on& of copper: 3,100 shcrt 

tono of oteol: 140 short tono of zinc and 3f ahor t t one of al=i."lWl. 
Those allocations , hcvever , aboll b• r educed in anY oontb by 

(l) the ~unntitioa of meteriela allocated to REA tor conatruction of 
defonoe proJect&; and (2) tM quantitioo of dlur.~iroum which tho aA 

io t ble t o arvo by arro~ging to char ge t or power nt o flat rate per 
month, thoroby el1~1nat1~g the neod for ~etera, wttch u~e c certain 

IJ!IO\:nt of t~.l \IJI\tnurJ. REA h3a uederte.ken to ::.tto-r.pt arre.nger.entu for 

flat ratoe where•er ~oasible. 
A furth•r otipulatioc lo that t£A will uoe the foregoing 

c.aterlal t o e onpleto \>'Ork nov in pro;;Ttll u.d. vill c , 't. undertake 
&n1 ncv projects unless the allocated r aterlal• ar• eu!!icient to 

co~ltte aucb projects. 

/ 
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The prot;ram, •nl ch 11111 expire Jan._,. 31, 194:1, unleaa aconer 

tenninnUd by OPACS, will be admlniotered by t ho O!tico of Production 

liollo&•m en t • 
Text of tho program foll ovo : 

1_99 

• 
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'l'I~ 32 - lll'i'IO'.W. DXn:l!SE 

cl!.IP'l'::P. Xl - OFfiCE Ol' PP.lCZ ADJ.!llllS'OlA':lOil All!) CIVILUII SUPPLY 

pJ:~ 1332 - Kat•rlalo To I •!Joed In 'l1a Progratl Of b R\tral nectrtfic:aUon 
.:-..dm1r~1 stra t1on 

01''1~1,\;' .lJ.L<lCJ.;:IG:l FROGRAM FOR M.\:rl!:1U.LS '1'0 BS Ustlll 
Ill 'l'H! 11~c'<lRA!I 01 TH3 Rll?.AL a:&C'l'RU I IJATION AllHllllS­
'Il\A 'rl 011 }) 

!:00 

Ineroaalrg demand from all ooureea and the priori ties granted to 
4efenu .-equlrclllenta t 1va mde 1t difficult for the Rural Electrification .&4-

cir.ht r&t l orl t~ obt'\in mat4:tr1al• naeeeaa.ry to the continuance of its eo!\atruc­

:ien rrocr.u:. At a cona•cr.~enee t he progru of tho Rural Electrification .&4-

oinhtrati on h currentl7 behind schedule and initiation of a further planned 

progra:> hat bo•n del,.yad . 
Ace .,; .. 4\utl:/ , purs\lallt to and Wlder the aut tor\ t:v vested in ce 

b7 !:xocut\Yo 01·J.er llo, 8?34 , particular~ Section :! (a) thereof the folloving 

propoam 11 &nnount'!od: 
l 3C:.l Alloeotion of M§t,rials, During each of the aix montha 

besir~ing ~ltb tho month of August, 1941 tho folloving r.ator ials shall be 

allocated to tho Rural Electr ification Administration: 

Copper 
St.rl 
Zinc 
Al ""i"""' 

4,500 
3,lOC 

l4C -· ~~ 

ehort tons 
chort t.ona 
thort tons 
1ilort tont • 

•1~2.1 ~o 1332.5, tncluslve . 1s6uad pUriUGnt t o ~t.' authoritY contained tn 
!:uc:uU •e Order Uo. 8734 . 

1332. 3 P.P.chstior, of hlloee,tion. T» allocattont apecif'ied above 

aU,ll be roiuced. 1n any mont h by: 
{l) The quontitlea o! any material• allocated to 

the Rural Electrification Mm!nistr&tion for 
tne construction of detonsl projects . 

(2) The quantitieo of alwoin~ which tho 
Rural Electrification Adminiotratlon 
is able t o aavo by u11n~ flat ratea 
and thereby oUll1oot1ng cetera. '!'ha 
Rural Eloetr!fication Adminiotratlon 
ban ur.dert~ken to attempt thll ~~v1ng 
wherever pose1ble . • 

• 
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1332.3 Cond!tlona of A1losati9n. Tho alloeatlona authori•od 

bY th\1 progAI!l are con41 tloned upon tba undera~an~lllfl t hat tho Rural 

Electrification Adm1n1atrat1on will uoo the mater!nl olloeated to co~ 

plete all work now in progreaa . It Ia further undoratood that the Rural 

Zlectr!flcat!on Admlnlotrntlon will not undertake any now projosta unleoa 

the mater!alt her eby allocated nre ou!f!ciont to ataure the s~letion of 

sueh projoctt. • 

1332.4 Etfest!ve Pate ~14 Explrctl?p. T~!t program ah&ll take 

effest on the ltt day or ~·t ~~d ohall . unlott t ooner t er minated o.r 

t~~ Atmlnlatr&tor. expire the 31st day o! January, 1942. • 

1332.5 zn!oree;ent. The for•toln& pr ocra= 11 to be administered 

a.n4 enf orced. by t !-e Off tee of Production !~~nent . • 

x .. .,.~ t !lh 29 t h day of July, 1941. 

Loon Hc.mdereon 
Admlnlatrator 

Certl f1o4 to be n true copy of the orletnal 

(sa. ) John J. Bee 
J otn ! • litl.r:c: 
~t7 ~lnlttrntor 

ll Appenra ln Federal Regietor, Volume 6, 
July 13, 1941. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATa Aug\~ at 5, 19~1 

To Seoret&rT Morgentbau 

••oM Prepared by: Hr. Murphy, Mr. F07, and Mr. Barnett 

SUbject: Current Dnelopments in the H1g11-grade Seour1tJ 
Marketa; Comparison of the Yield• or Short- and 
Long- term Goverlllllent 8eourit181 during the Paat 
Twenty-two Years 

(l) Pr1cea of United 8tat81 Government eeouritiu have 
varied w1tb1n narrow 11l4ite during the peat three 
we eke (Chart I). Tazable iuuee have ahown greater 
atrength tb&ri tax-exeapt i eauea. Alao, taxable ie­
auee have riaen aubstantially more than prices of 
comparable partially tax-exempt iaauea ae measured 
from the firat data of 111tben-iuued' trading. 

(2) Corporate bonds ehowad little ohange i n price during 
the peat three weeks (Chart II) . Municipal bonda 
have currently riaen to &11-tilae blgb prion (~ 
III). New bond offering• in the New York aarket 
!Uring July were $205 ailliona. 

(3) J. oo~q~arlaon of the ;r1.alda of ehort- and long-tara 
Governaent aeouritiae during the paat twenty- two 
raara ehowa that the palda on abort-tera eeouritiee 
have been noticeably lower than thoae on long-term 
onea. Yialda during the Tvent1ea varied little as 
u.turity lengthened, while during the Tb1rt1ea Tielde 
roae ooneiderably ae uturi t1 inoreaead (Chart IV). 

(~) Nervouanaae over the Far Eaatern aituat1on baa lad 
to wide decline• in Japanaae dollar bonda ainoe 
July 22. Italian and German dollar bonda have 
declined, on average, eince the firat of the rearl 
while J.uatralian dollar bonda have rlaen (Chart V 1 • 
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I . United State• GoYernaent 8eour1t1ee 

Treaaurr bond and note prioee haYe varied within narrow 
11m1 ta during the paet three weeka ( Ohart I). Inter~~~<td1ate 
bond• and long-term notes llaYe inoreaeed e11gntly in prioe; 
long- term banda llaYe deoreaaed eliglltlr ; and abort-term notes 
have remained unollanged. Taxable ieeuee have again demon­
etrated greater etrengtll 1n their reepeotive ma t ur1tr claesea 
than tax- exempt 1eaues. 'l'lle following table ellowe price 
changee by maturity olasees and tax-exemption etatue: 

1 to 3 rear• 
3 t o 5 yeare 

~ 

5 to 15 reare to call 

Average Price Change 
Julr 15 - August 4 

Tax-exempt ; Taxable ~ All 
iUUel , iuuee , . . 

(In th1rty- eeoonds) 

1asuee 

0 
+ 1 

0 
+ 5 

0 
+ 3 

15 reare and onr to oall 
0 
2 

+ 3 
- 2 

Eaoll of the three outstanding taxable banda has , einoe 
1te t1ret •wnen-ieaued1 quotation, experienced a grea~er 
pr1oe inoreaae than that experienced bf the moet near r ~m­
parable partially tax-exempt ieeue dur1ngtt~ep;~~= ~~~r~a~ee 
The f ollowing table bringe out tlleee grea e 
ot taxable bande: 
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f'ebruart 25• - August ~ 
Taxab e : 2 percent, 3/15/48- 50 
T6x- exempt: 2-3/~ percent, 3715/~S-51 

!.!~ rch l • - Au~ust ~ 
axa e : 2- /2 percent, 3/15/52- 54 

Tex- exe.mpt: 2-1/4 percent, 12/15/51- 53 

lll<'l 2r - Au~e t ~ 
tsxabie: ~1/2 percent , 3/15/56-55 
cax- exempt: 2- 3/4 percent, 9/15/56-59 

Price Change 

(Decimals are 
thirty-seconds) 

• 3· 13 
• 2. 03 

• 2. 13 
• 1.04 

• Firat date o r • when-issued• trading or each taxable bond. 

II. Other High-grade Domestic Seouritiee 

Prices in t he high- grade oorpora.te and munlo i ol.ll bond 
~ftrket have continued to i mprove on balance during the pas t 
three weeks. Our ~verage yield or five high- grade cor porate 
'coads , moving i nversely to prices , hoe decreased three basis 
points since July 15 (Chart II). 

The ~eekly average yield or municipal bonde , as r epre­
sented by the Dow-Jones average or twenty 20- yeer bonds, has 
decreased in the past three weeks rrom 2. 05 percent to 2. 01 
coore~n t (Chert III) . This 1s a r ecord low yield (and high 
oriee) . Since the average yield or long-term Treasury bonds 
h•a decreased but two poi nts f rom its level three weeks ago, 
:h~ result is that the aoroad between the Treasury average 
and the municipal 8 verege is now narrower than ever before 
-- 0. 11 percent . 

New offerings to the public in the New York bond market 
•er e slightly better t hen moderAte during July , egr,rega t ing 
~205 Mill i ons, This compare~ with $161 millions nublicl y 
o frere~ during June and 32~0 millions during lAilY . AU<;ust i s 
normAl ly A dull month tor public o rreringe , and the curren t 
month is not expected to be unusual in this respect . 
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The maJor item in the July total wae Sl35 millions ot 
Co~nwealth ot Pennaylvan1a 1-1/ 2 percent tax-anticipation 
notea, due in 10 mont ha and in 1 year and 9 months , and 
pr iced to yield 0.~ percent and 0.80 percent. respectively. 

Saturday ' a pre a a reported that Peoplea Gee Light and 
Coke Company haa completed arrangement • tor private aale of 
1}7 millions or banda to five i nsurance companies. The is­
sues are tor refunding purposes and comprise $22 m1111ons 
of }-1/~ percent 25-year bonds and Sl5 millions or } percent 
15-year bonds . Both iaeuea will be sold at par. 

I II . Comparison ot the Yields or Short- and Long­
Term Government Securities during the 

Paat Twenty-two Years 

During recent yeara it hae been customary t or short-term 
United States Government (and other high-grade \ eecuri tiea to 
sell at lower yields t han long- term ones. Tbie haa not alwaya 
been t he case. During t he Twenties , tor example , long-term 
aeouritiee, by and large, eold to yield leas than abort-term 
onee although an exception t o th1a tendency existed even 
then in the case ot very abort- term securities due within a 
rear or eo. 

The heavy black line on Chart IV ahowe the average r ela­
t1oneh1p between t he ytel da ot l ong- and abort-term United 
States Government aec~itiea tor the entire 22-yee.r period, 
1919 to 19~1 . In order to secure the greateat poeeible un1-
form1tr ot compariaon, onlr yiel ds ot parti ally tax-exempt 
securities have been uaed i n determining t he average. 

It w111 be noted t hat tor the average of the entire 22-
year period, yields on abort-term securities have been notice­
ably lower than t hose on long-term ones. The average yield 

• l '\­
... v .J 

of one-year eecuritiee , tor e xample, hae been 2.60 percent; 
the average yield of rive-year securities, 3·29 percent; and 
t he average yield ot ten-year aecurit~ea, 3.52 percent. Berend 
ten rear a there baa been very 11 ttle cban.ge in average yield, 
the curve riaing t o a high or 3.56 per cent ror fourteen-year 
aeouritiea , and rall ing back to 3.52 per cent t or twenty- year 
onea. 
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Tbe red and green o~ea on Chart IV dirtde the whole 
peri od into two ba1Tea, the firat ooTering the period 1919 
to 1930, and the eeoond the period 1931 to 19~1 . The r ela­
tioneh1P between the yield& of ehort- and long-term eeouri­
tiee wu Tll''1 different in the two peri ode. 

Each of the two periods 1a fairly homogsneoua. I n the 
firet period, lll&tur1ty eeeae to baTe innuenoed yield but 
little. Duri ng th1a period the &Terage yield of one-year 
aeour1tiea waa ~.11 percent. Th11 yield roaa to a aaxLaua 
of ~-~1 percent on four-year eeourititl, and then gradually 
tell baoL to ~-09 percent on twenty-year aeour1tiee. During 
the eeoond period, on the other hand, uturity eeea• to ban 
been the maJor factor affecting y1eld. Anrage yielda during 
this period 1'011 uninterruptedly with lengthening maturit1ee 
fro: 0.95 percent tor one-year eeoUr1tie1 to 2.91 percent for 
twenty- year 1eour1 t1ee. 

IV. Prioee of J'ore1gn Oonrlllltnt eeouri tiu 

'"0" .. u 

The i noreaeed tension in the Far Ea1t hae led to ner­
voueneae in Japaneae dollar bonde. Peouliarly, after the 
re-ahutfiing of the JIIJ)aneae Oabinet July 17 , the dollar 
bond• of Japan, ae repreaented by the Japaneae 6-l/21 a of 
195~ (Ohart V) , continued unchanged around 7~ to 75 for 
several diya , and then rose in prios to a peak of 79-l/2 
on July 22. Then, with int1Aationa of eoonollic aanotione 
b7 the United States aga1nat Japan, the market tell abruptly 
from July 22 until July 26 (the date of the treedng ot 
Japaneae aeaeta) , when~ wae reached. The bond• then 
~ly regained about one-half of their lou. rhiag to 
62 on July 28. J'rom then on the bond a tell ott a01aevba t 
until Auguat l, when trading in the 6-l/2'• waa auspended 
beoauee of doubt regarding interest paraenta. 

Duri ng th11 period of vide nuotunt1on of Japanue bonde, 
there vae little change in the other foreign dollar bonds lhovn 
on Ohart v. (Australia 5'• of 1957 , Italy 7'• of 1951 , and 
Germany 5-1/2'• of 1965J 

81noe the beginning of the calendar year 19~1. bonds of 
the Axle (Italy 7' 8 of 1951 and Germ&nT 5- l/2' • ot 1965 l han 
experienced gradually lover prices , exceP-t tor n rally during 
the Jugo- SlaT and Greelt campaign, APril o through April 27 • , 
The Italy 7 •e of 1951 declined more than did the Gel'lll&ll1 5-l/2 • 
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or 1?65, falling from 46-1/2 on Janusry 13 to s low of 20 on 
July 29. The Germany 5-l/2's o f 1965 begsn the yesr at 9-7/S 
declining aomewhst until the Greek oampa1gn, When s h1gh of 
11-3/l~ was reaohed. On August 2 the bonds were selling at 
their l ow for the year of 6- 3/4. Little price ohange has oc­
curred in these bonds for two months. 

20? 

As contrasted to bonds or the Axle, the Australia 5's or 
1957 have gradually r1aen since the beg1nn1ng ot the year, when 
they wer e quoted at 54. A peak o f 69 we e attained July 19 with 
cinor ohangea e1noe. 

At tachments 

• 
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117 - ~~~'· I'I'Nl .... 

DU'tto ·•l Uoo.,. -iq taq)efte- 1D pi.MI"'! - Cloleft­
, .,..,. t~ •nal" auo.-1 ~~eroue Pft lM\a us • uc -­
• \1\lft .... r\lotnc reta\IU..., 1t 1o - ... elN I>to , \lwwfwW, 

\O 1-•• IIIIU>Ofltr t l•t l.a - toe l ( o) or - A-' ~ A1J 
a , l Kl (ns~s. 1.- 166, n.. Cellirwul , *'* ..-.,, 

"'nse Citel"rtU'7 ot U. ~ !.a boN l>T ""\h~ri'aM, 
d\lrlJic tiiO •U~ __ ,., 4Ml..,.4 117 u-.e • ·r .,.t ilan\ o• 
.)OptMI>er II, 1939, to -s.\0 _, -ce"l.aU OOntl'llOb oa ..U 
or •• c-.t _.,. rw tiiO .. ..,tnu .. , ·-....nt .. , nsatr, 
or al\01'11\IIHI UC ~\e c;o..n ..... w-lo or ot.raratt , 
or.., pw'tloo --r, lJsel U!J>a plau, qaro parto,""' 
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l'<ln• 171, -·tt-elllU Coii&NM 0 n tH OOOi loD) • • 

010 or •• llaUoU olLI pro•t.ol>'4 t u 1o -l<>o t(ol or tt. J.o~ or ll>M 
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.... ,......., . -• 1>7 \110 Proot4Ut " ' U.. 1JD1 t•• ;nauo 
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UOMl ..._,.., .w.lan' 117 tilt hlold .. t ca IA;>to• bar a, lQ39 , 
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'1'11• IQU\e lkNo•. File to Mr. Toomp.vL 
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COI1IDDTW. 
1\lliUit 6 , 19U. 

The Boaorable 

!he Saoret&r7 or tho Mavr. 

SlJ'I 

I baTt fOV ooat14taUal letter gf 11Apat a, 
lVU (SC)U22•1 Dte. a6e2 Sorial 060h8), ia 11111tll 
f Oil atate that ill ne Olth!lon of tilt hTT Dt'!!!lrblaat 
tbtre ahoal4 bt aTtllab1e at least tour or t~t 
6000-toa lee·brtaker elaaa or Ttaatl for optratloa 
la Greelllul atera, 1a orbr that two alpt be ala· 
ta1u4 oa tt&Uoa the r•ar aroWid, alll1 re~ that 
the Cout o.r4 eoutnetioa prop .. for ~ Wll 
lee-breaker• rtttatlf aatboriae4 bf the Concr••• bt 
1aoreUt4 10 &I to pro'flb for a total of tow TU• 
aelt of thla elua. 

lD Tltw of thla rec~ndatloa, I ~ pleaat4 
to abbe ro• I ban alreott4 that the attuaarr 
ttlpt bt taedlatelt 1alt1ahd bl the COil\"Widant of 
the Coatt Guard to obtain the ~••••••rr tuadt tor aa 
addltloD&l &000-toa lot·brtaker t or operation 1ll 
Orttnle.Dil watera. tal, La aatiolp&tlon ot the pro­
Tlalon b7 CoJll7eat or the•• tuAAt! to .eke all 
ueoaaart 11lult tor tAt ooutruot on of tour 5000-
ton lee-briaktrt luttad ot the thrtt n l oh .. ,. 
autborlatl 'b7 Con~trtaa ln the St coad Oerl.otonc11p­
propr1aUon Aet, 1841. 

VerT trulJ youra. 

Sttrtt&r7 of the Tl't&aVT• 

Regraded Unclassified
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(SC)£122- 2 
Doc. 32962 
Ser1al 0509311 
CONfiDENTIAL 

S1r: 

August 2, 1941 

In order to properly carry out the approved 
plant tor the detenee ot Greenland, it vill be nacaeeary 
t o ~eintain at least two veaaele in thcte vatere on a 
year around bae1a. Sh1pa operating 1n the vatera ot 
Greenland ehould be ot a certain type, eepecially deeigned 
t or vork in the i ce. 

'>1-... ;:, 

For f uture operations in Greenland, the 5000-ton 
1ce breaker claaa ot vh1ch, 1t ie under etood, three are to 
be built by the Coast Guard it considered by the Navy Depert­
~ent to be the moat ueetul type. 

In the opinion ot the Navy Depert~ent, there 
should be available at least tour ot theee ehipa, in order 
that tvo might be ~aintained on station the year around. 
It ie quite possi ble that eventuallY i t may be t ound 
neoeaaary to alao employ this type ot ehip 1n areas t ar 
re~oved t rom Greenland. 

In the i ntereat ot National Detenae, and 1n 
order to aeaiet the Navy in earry1ng out ite •ieaion, the 
llavy Department etrongly r eooMenda an i.ued1ate i ncrease 
1n the current 5000-ton ice breaker prograa to bring the 
total to t our. It ie further racouended that the con­
etruoti on by the Coaat Guard ot thia t7pe be undertaken 
at the eerlieet practicable 4ate. 

SinoerelY youre, 

(Signed) 11. R. Stark. 

The Honorable, 
The Secretar y ot the Tr easury, 
Wethington, D. c. 

Acting 

Regraded Unclassified



A~us t S, 1941. 

TO: Secretary Morgen t heu 

F.JJ.u: J.\r . Schwarz @_ 

The •• ar and };avy Departments and the Office for 

:e~e r;::ency f.ana~;ement heve invited the Treasury Jepartment 

to join them in an effort t o coordinate national cefense 

exl.lbits t hroughout the country. 

vEt: he.s hnci r eque sts for 435 exhibits . They real i ze 

il wo ul a be futile to try to accommodate t his number but 

they ao hope to provide exhibits for t he largest ge.therings , 

mmbe ~int; perhaps f r om fifteen to twenty . They "ill no t 

consil.er putting up an exhibit unless tl.e civic or other 

,oc.y rer.uesting it will bear ell the chc.rges. 

VE..1 makes one suggestion ftr.ich I believe woula oenefit 

lhe Treasury tremendously. It reco~ends an exhi bit train 

to make a cell on each city of 10 ,000 population or nore 

in l his country, numbering 750 in all. Such a train 1•:ould 

!Jc on tour for at least one year . This t 1•e.in woula consist 

of ten ba~~aae cars and several Pul l mans, and ~ould contain 
,, ~ 

exhibits of the Army, !\nvy , Ou! and Treasury, as •rell as 

• 
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- 2 -

joothe fo r t he sllle of !Jefense Savi ngs Stamps . It is 

int.!.n"ed as an improvement over lhe propose.l made several 

... c:al1.s a;;o by the Thomas Cool: or;;aniz.e.tior. . 'lne train 

""Cu!<i be donated by the tunerice.n re.ilroa<i s ona its 

.dntene.nce v<Oulu co ct e.r proxioately .;.JO,OOO, ~.ia icl. l'~ lll c 

) e ;ro rated e.mone lhe participating n:encies . 1t ·:~llld 

uc .nn1.ned by abou t fifty men, e.ll experts , oualified to 

r.~sr.e r any rueslions involvin: !.is ';)e.rlicular ..,eparbent . 

'· t.~on.:tce crell of o. boiJ t s ix oen '"ru le preceae lhi s tra in, 

i~onin~ out details for its r eception . Local fi elu :orces 

·-,~ ld t!l so be kept e.veil t<ble , sucit as ·rour s t o ~oe .nor.stre.te 

d ve boa.1bing und the lunain5 of pe.Pachutc troops . 

•cu is ... raftin;; a t~ ... eo.:; ru;>:, ea prospectus on tJ.i s 

r ;•or-o~o.l , a copy o: .•. i cil shoulci be avt~iluble t o.'.orron. 

1 t!ainO;: tile Tres.sury shoul t. participe.te in tl .i s pro: ra::~ . 

- oOo-

.,c ;· t t:' : ... r . '1rl1ves . 

/ 

.. , 1 ') ..... 

Regraded Unclassified
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1qv.at fl, lMl. 

~ dtar Xr. Preaidanta 

I .. IGrl'f that we will be VAablt 
to ban illod.;yari nplin&'• poaa, .The 
IlliJidtra, • rea4 oa Olll' Trea•lll7 holll' 
tbll coaing Wednudq. 1t tba lut 
alnute, t he !aarla&D pgbllabara of 
lipling would not let 11.1 gin lt 011. 
t he alP without t he oODaant of the 
Brl tiah ooprright own••• ana,_ t herefore, 
" hal't to o~oate with tilt proper 
offioe i n !nfl&D4 ln order to aeoure 
thll panaln on. 

We are all "'P7 enthuaiutic about 
the poaa, &Dd hope to be able to gin i t 
l wttlt troa Wednudq. 

Tolll'a alnoeral.J, 

ISlP •4) ilOU I 

The Pralidant, 

The Will te Boue. 
/\....,,.~ 

~)II-- r: ;, -r---~ 
tf/7P 
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n r1"'rn. ·t ... :~fner! ~ !'" Y..1 :1~.t .... J~ .~ ... :>~ :.•: ... e t...1ve !.t 
~ t • '"f(• '" ' ' •1~,.·/t,f•t • , 

":'t~ r 1r" "n , ";. ':'.~r~f?r'Pr 'P f'Jl \" lt t? _,., :,.'l :'.~f:lPn 1r. 

·r ~ r :~ ~ot ~,.r-t c~ l jr . 

( .... t.a : Plr .. ,.r ~ :'l.flVP F'erc l m· .t
1 

~~ v l. t r ... r r!v f o r rr.e 0!1 n~o z. , 

· •.• n·~•1dPnt . ) 
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TREASURY DEPART MENT 

WASHING'IOH 

Au.gust 5, 1941 

lo!emorandum !or THE SECIU>TARI: 

The following report is made ot St~~:~p soles 

at •Treasury Houae•: 

Totol 

.;25,345.90 

499.10 

025,842.20 

?21 

• 

Regraded Unclassified



' ' 

TO: 

F1IOII: Ill!. SCH'IAIIZ' 8 OFFICE 

....... !~!_.~!~?:!~~.;J: .......... --.--... . 

In workil\8 up 11 tex program 

ror tonight with the Columbia 

Broodoes ting System, we asked 

t or a plug for the tex notes 

end savings boncl s , which they 

h~ve provi ded in pages 17 end 

following of the a ttached . ~ 

.. 

I 

' 

Regraded Unclassified



Jl,IJ!!I!U fflfiWiTll!! SJI!tl!! 

&eJ1' ro Dtl MUOM - •pmw 

2,•00 .. 9 •J' r.y, CpA) 

llo\LII 

(COLtiiiBU Jli!OlpCASTIJ>O Sl!IT!II) 
( •••••••• 30 leaao4a ••••••••• ) 

'· 

!be Cobabla lir<*leu t11l& s,_ ta br1J1iit tw & llllparl 

to tbe Jiat.ioo • • • 

('IH!IIB) 

Utst;\on~ o1t.i!!!f• You, iu ~ople ot tbe llrll.ted 

Sta\N, b&ft 1n ~ & aemn.nt 1lll1.clb S. trm 

a&&Dt iri the oonduot ot ~ lnteruta. It :ts • CQftl'DIIIIt 
I • 

ot, b)' .00 tor m I I I &llll u 1& 1tm &2.., wll .. 

rr:nr pti.nleaa "' m. h~ u.ia ~t ,., os--t.illi~ 

!aoh ~ -a1Jlg vver theM atatS.aae, the Colml>l.a 

~--.ting s,__ l>z'inp10J • ... port. ot u.. ~ ot 

7«8 ~lrt in Nlst.iOD to & prcbllo 1h1cb hM "­

~ in the pj>Uc interest d~ tb1& wek. 'ili1D 

Npdr~ 1e DOD-i>Ut1Aian aod 'OIIbl.a&ecl~ It :lB W~ &llll 

tactual. It u. to bri.llg ¥OU the etcr.r bebiDd the &\ell)' 

1:4 the biU"t bud- 011 euth - the Un1t.ed statae 

GotettMIIh - a bll&iMaa 1n 1hl.ob 104 U'6 • etoc!lholdel'. 

2b&ll, U'llill'llOK Cl'IU!I'SI tb:ts 1e & Rtp<!'t to tb! liaUml 

Regraded Unclassified



2,100- 9 sJ? f,H, Cgt) 

DALla 

( COLiliiBU BRQA.jJCAS'I'II\0 Slllml) 
( •••••••• 30 ~code ..... . ... ) 

(F.l!IFAU) '· 

1be C.w.b1& 2roldcuti.Da S,ata br1Dp JOl& ~\ 

to tbe lia ti1oo • • , 

( 'I!II!IIB) 

AttstMp1 oit.iMa~. Tou, ~be people ttl t.be UniMd 

Sta\ee, baw 1n 'lfaabinBtoa • almr~DIIt 1lb1.clb 1e '10Gr 
' aaeot in tne oonduo'o ot yr;~U.r l.nlitrut.e. It 1a a ~~t 

I 
ol, by atld fCC' m • • . ani 1\ ia 1<101' S!il .. -u .. 
7fiiJr JrlvU•a- to"- he. tbie ~t 1a ~tilli· 

!aoh ~1 evea1ng eMir tb- atat1.aa81 t.be Colabie 

DraldGu tilll S.f8 taos br1np ¥OJ a repcrt f:ll the wcd:1ap ol 

7t»Z peruae~ 1D reletion to a prcb• 11biob baa "­

~ 1D tbe publio interest dnring this wet. 'lilt& 

repOrt 1a QCDoi)&rtuan ard 110bl.Ued. It 1e int..-1 and 

factual. It &1M to briiiB ¥OJ the et<r)' blb1nd the a"-7 

at the biggest bua1..., 011 earth - t.be United Statae 

Gooeu•nt - a bUiiDaee in 'llbioh ~ ue a etcm:~~older. 
1ben, U'll>ll'l'lOII ClttmiSI 'lhla 1a a !!tp<rt tc tht !it.Uool 
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Laat week, we ~t 1t». • Npart on pr1eea ill fCit'ld 

tl'ar II. 118 outl1cocl U:a reaeor• tor price r1ea ill a..., 
8000~- am i)Qinted to tbe .-ae1t,y tor prlD8 controla 

to prneat destructive 1ntl.&t1coary ap1rala, For, u 

Bernard ll&rlldl, tbat aage ot econtlll.o ~l1sot1cn, ea.1.4 

a t"" mootbe &i(lt 

l'ctal deteoae lllll8 t plan to f'1itl t - to 'liD _ &a!, &bow 

all. else, to suni!J war. 

To surrl:w w.r - to sllrVive tba w.r or1a1e tba~ ,.. ..., 

1n - oall.s for a ~ prC£"11 or 1ntl.at1cn oootJool. ltl1Gb 

-M not ool¥ pr10& control - but &lao tbat ., 5!!! R!Z 

!!. !! &2. &D lllllCh as poss i bl.a, tor tbe ~ta tbat 

<letetd wr hel"i~ ot l1bert,y. 

Aa1 pa;,1.ng ae we so - tuol - _.. t&ln tb&11 '118 

have evsr p&1d b&t ore, u Jdln Ql.arl.ao .Da]¥ wUl tall )'QU , 

In 'lrorld llllr I , .,. paid tor col.T a ttlird ot tbe ooat ot 

tba _,. u,.. inculTed it. fln>.tbinl8 _.. pe.seed on to 

tba ruwn.. aut, a.e n poillt.ed oat laet 11Uk, tbat lett 

t oo wch r~DMY et111 1n oirall].at1on - t.oo OIICb aa\ef tar 

tba li&1ted supply ot goal& ••o.ilable tar the c:dv1li&D 

pcpul.& t1on - thereby oontributirli di.rectl;r t.o tbe W..DdQU.I 

rise in prioas tbat beld on reo: tJWo yoo.ra attar tbe 

irlliet1oe. roe protit now CrOD tbat error. And t.h1e tSme, 

we are eoina to do juat tb& opposite. We are gol.ll&' to pay 

rouab)..y tJWo-tN.r<le at tbo cos~ .U. !llW• Aa1 h .. are • 

so1lli to pay tor it? llell, Cmp"'lsa 1e Cisurirli tb&t out, 

DQW, 

Regraded Unclassified



~· 

llll:ft 

llmlCt 

sctllillt 

IIY!:t 

SOIJIID t 

I!USJlj,fJl t 

UP!It 

-3-

(IICIIJ!BIW) Pim:IO!IC, I ll JOllli!IIOOOO'QCIIi, EOLD Bll!lliD) 
I 

(STDI'IQ'W)l) R- Reeo}u\ital s-4.-1.17, l BI.U - to 

,III'O'r1de re-, and fer otb8l' pul'pC)IIee, (PlUS!) Be u 
' 

-ted b;r the Seaate an4 HOUle ot llepneantat.i- ot the 

Ua1tecl Stetee ot Al!irioa, 111 COJIIIUe 8N411bled, that th1.a .. 
aot, di"'icced into iitled and -t.1CIIIII acoGI'CiiJlg to 1he 

t~ 'lllbla ot Coollnte, -.r be os.ted u thel!ne­

Ao\ ot 1941. 

(UP All1l OOI!i) 

. C/Y(AL 

lbat. bUl, prl!ri.d1Da tcr epp 'nhl;r ~!Ill !.ll!K 

b!l11!1! ~e]lrm 1D f111. IDxN, ill tbe ~t tAX billlo ~ 

Olll' OCIQDtr;r'• bU.tcr;r. .lnd u 1llpoeu IIMner .rtdeNl t.e& 
' . 

butdeue 'UpCID ;rod, lit. and~. ~,..., tben ;rw hew e~u 

.bcrue befcre, i.t•l- 11bat tb1.e- to a oouple ot 

(tiP li:D i'iDI ro) 

(B&BT COOllll .U.'D ClliiQI.OO) 

(sorrtt I!TDIKIIIO A LUI:LlBT) 

(RUS'I1JI«< OF liii\SPAPF.R) 

-., dil 7W e&'l that J Otor&&? 

att a., wll, I ,_. 1CD're eo buey U>Ne 4&78 ;rw cloD't. 

aet. tiM to reed tbe -papet"e· 

Regraded Unclassified



I - the hea.ninee, but • , • 

.,.,. taxes aaxt. JIUab -

aoLnl to be a lo\ bieber, with tbat aurt.cx ot t1 ... P"l' o.at. 

Surtax? bt. do 100. -7 1 thO\I;IIIt jut the rich tolD 

paid IIVI'ta:ree • 

llob 8l1f acre. !lot with all tile bil1101'18 w •ro apeniiJii tar 

deteme. You-· 1o ldd1t.1oo to tho ncroaJ. tu ott­

por oect, the ,. b1ll oellAI rar a mal..,. INO'ta:r ot tift 

por cent. Let's "" - 'll!!ore '• tllat perml- Ch, htm~ it 

i.D. (PA\JSE) I'~ 1t r~l,r - with 1J3 ealaey ot 
, 4S"oa .:b- • ,.; -"- ' '1-

•t a * ' • )"Mll' - e.r h\IDCI.red ~-·mt1on tc» the 

baby - 1>ro thOIISal>i Cal.}¥ axa11p11!.011 - nrxl 110t t~ 

1n deducticoa tar intens\ on tht 111orttaG& arxl cCIItribut1ona -

tour per cent n~l tax - t1w per ce~aurtu- (to~>Cm 
#1 11, ·30· 

PAUSE) - lAit 'a aee - tllat'a ~. J.lli la..t yeu .. 
.iJS"D•I# / 

paid 
1 

I teeolba, onq Sllf;<Oeo Aacl tW t sa bat ore 1M 

baby-· 

But darl.itls· 

Regraded Unclassified
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.lad, a.c.ae. 

I dGO't mm tbe ~oet, AIIYWI¥• I'• eo tb&XIktul.- 10 

ney tllankhl - tbat Juniar 1a just a b&b1• liiJt>e 117 

tbe t.1llle he grvn up, thez: •u be no more ....... , 

(UP .\hD D01111) 

(RA'.fti!IR ll!!ISPLI) Let • -· On a ~.000 1Doa. - t.o 

ahildreD - $?00 deduct101W tar 1Dtereat OD the cartc-&e ,.-
am dooat;law - tile.\ 'lf<W4 can,. s-1 $UJ.sa - 1XIe!M4 

<1 the dl-w paid lut 1f'U• 

clear. 

tee, Ult.t 1a rl,Ft. llo.t wit a 111111te, roo x ' c 'llbe11 

.1
- t-IP ,,..., ,.~ I 

Seet'etl:ry ot tbe 'lreae'ar1 llar~ntbau af'tered a tax ' fZ , • · 

lut April? 

r..., I~ 7<14 fiFiac it 011t then. lbat abODt 1t? 

, -..; f ... \ (i " " ,. ' "'-"' --... 
Sell, a-n.den\ly, wileD the l!cluot sot a bolcl <1 tb8 bill, 

tbey tril:loed down the eurtu: ra~•( ""tv:v'-'llt -r~ ~ 
~v~l 

Regraded Unclassified



tit 

I 

fiell, 11bo are 7:0 to CQJ9lain - it wo ;;ut ott eu1ar ? 

Att.er all, didn't one o! ..ur boj'S havG to c1ve up 11 j ob, 

poying him !3? a wook , to t'D 1:1~ • Ulo J.f'l1ft 11t ."21 a month? 

( UI' l.hll oo;;;,) 

l oo , 1 t i s troo w ~ tho 91lr1A:«<o prO'.,)cGod by tllAO '!ro:wur;t 

laGt A;lrll .!?!.!:!! bi.;rer tl:an tho aur tf..xeo 1n tile bill 

introdUDGC! into the !!ouss b~ tba l~o and ::04ne CCD.'".littfle . 

t'e n-Desury call.oC for a c1D1t.nu ~ ;>er c<mt surtex 

1m toed or fi~ ~ eenl. i n dd rc at; p e 8l\)t4t :.u bJ CEPJ .. li 

Sat :le lEBtlll'ft as t:.:.c M:x t E!! H ' , ~t ~Jou~t to ioposo ., . 
e hi~ or d1rect ir.C<DO t:Jt "f t · al l d~eea ld.1ll · 

tax 11 00 '-e - t'"ather 
w\ ,~.,.,,~L... 

t:.axoa d ·· t ' 1 ad 

; ' m d' f\J 

tJ>an i::tpooin~; hiJ!er ~cioo , 01· imiroct , 
r . _..._ .... ,.. \'·- ... 
!t bu ,.,re; eua l upe:c a am w.,~ \ Lab a' 'M'.J 

a,. , wtta\e'"JI\W tbe tCWO .. , t:f.O rb: U::SW., ...... z bCx t Ube aa ... tc ;::i:£td, 

•- 1 f\rd'. H~-eYer, c.1."'l.co tilo .c.,D crd :·onr.s Ccn...·'ti: tell 

aocept..d tl:e ':'rsav\:l':I ' B l)l'O;>CXl" l \:lilt an e<!JitiO!'llll tlU'e:> 

am o M lf billion in rv.~ toxoa •t"Ju r.ecdo.l , H l:cd t o look 

I I' m•rU1.,v r "'te S<.> olemero to mal:e up for loo'Or kl\:l :.i'.A! w• • - • 

here 1e :~r. lld:l a:;t.i n to continuo tho report o:: the ~"'"onue 

Act or 1-it.l. 

•• • 
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lllve t.o tim add1t.I.CII&l rnem~e? Well, tho l'illll &lld 

IIMDII Ccmoit.tee, tor it.o eeareta, laid da.n thl.e ga1de 111 

1 t.e l'llpCII't I 

I t. abould be ""**lllerecl thAt baoaUH an 1Ddividual 1e emop' 

trca tbe i.lld1 't'id11&1. inc~ t.ex dooe not l:l8llD the t be ia 

tree tl'ca tua t1CIII. 

• • • 

(OP Allll ll07i!/) 

I ain't oaapla1n1n1 .,.,.. •bout. tho .. ,_tuM, hoa, 'Jhe 

&OV'IIIint ~ dOD8 a heap tor ue po« abaroOI'<lppore. •11 

n e1n't -r pa1d lllllllh tuao - not oven a pall taJ: 

eo•a w oould vote . 

llbat JO' gl.tt1D' at, Jio? 

11&1
1 

I aeed b¥ the pa;oare thot w cot to pay a t1w dol.llr 

a 1841' tax to rw> wr oar. 1ldn't .,ob- ~\bet oe.r 'e 

•lx>ut tbe fllll¥ tl'oedce we £Ot• 

Jab, but I .racl<on we'll tim thet. l1vo doll&re e.ooe h.,.. 

It ""' oa1n •t run oo.r oar - "" 1
1'1 jut otuol< bore &:Ialii• 

(UP AllD OOI1i) 

2bat. t.ex oC ti.Ye d~ll.lrtl por autaoob1lo, appl1ee, oC oourse, 

to~ au! ~ 1noc.e ~ ali.b. ~t, u U. repc:rt 

• 

oC the ~ end lleaM CCI:cHt.e& apocitical.lT po1at.e Cllltl ------
Regraded Unclassified



·•·•o .• ' 
'lhe pro;>osed use t.a:: on au t.alcbU~ will recult in eoUeetin; 

at l.enst five dollars r rcn m w• i ncii"'• , _ ov \:· ....,.uo.~ ·~o o.ro not 

aubjeot to the inc<n~ tax. Sta t1ct1C4 1nci1oLte Uu: t owr 

~ l!!l!: ~ ot the po.sssn;;or autanobilse aro oornod by indiviuu.:>l t 

with incCII:leo ot :2,000 or l oas - nnd over 1.: por cent "-"<! OII'I10d 

by i rtlivid\l&ls wit:, incQOOo -• 1 000 .,. , or loss . 

(l'P A:.D OL '!') 

deCenso¢~s. /i..i. U..... W -..y -:-' ~ ~. 
- ...-IJ-.i~·J .l<J ~ :t. ... fi......,;t '25 ~ ~ 

~ ~-c., . ..r~H~::._~ ;t~t~~"!!'AI·~!J::. E~~' ~·· ... 
, . 1 • •

01 
And !f"fjAL?tbnr add ' U.~ 1.~ 1118 ~)~ ~d ::fttJI I ~ • , , • .. t.ct - - c.A..o . ~ ~-.. c-..... !.c. -- .gJi::o a: ""'' ~, 

......._ _ 'i<r"' 'me_+;·;~~ t<> tlte e:tCI. e . tLl .L_Ut .. lt!*i.Tee W<o!"~ '"1: ~ G , "'"'7 .. ...:......., ..:.y _____ £-_, ~ .---~ ~~& I , ...., qY 
-~ , 

_ L ..... eoam·0e- c;Jee'i .. eo1 1 'tJP'rie&. ._, ~ _ . ~ ,.,.. 
J ~ ""--" JQ. t.. t.-. ttl ...,.,., • ,.I!,-- , ~ ~ ~. .....~.~ _ _.,._ .. 
~ ,J,.,;. •"--:J. -;7~ ~--l · • .;;~......-. z: .. I ·lc , /l..IL . ... ,~ ... 
~..-1- (S .. .:It::!'I:.G Of A_...C:!Lb, r:, ~;: 1. :!'~~:_llQ -4-. , .._ (. / .~.-r-·· ~~- .......... ·~- __, ....,__/ ~ • 
~ ....... _..7 ............... ~ =---r . 

Typ104l or ff\'Ocy tax h""r l.rtG i n Cor.crosciallll caDittses, 

io U1o special ;>lead!l\: or reprseortotiveo of this u .dus tr;, 

nn:l thr.t. '.!be;,· all nsvo a opocinl roaoon m ;; t.l>Gir prolu.> t 

ohould not bo subjac ted to oxci so tcxec . !:ere's n fert such 

inatar.ca~ . pic~od a t randa:l rr o• lho ncerin,'"S on Ule ~..evenue 

Act ct 19/:1. 

( UP A:.il :.J<r.,::) 

Regraded Unclassified



!CICI 1:&1 

lOICI m1 

I 

P1Mee l!DUntud tb~ the l:ot.l.on 1':\olillre 1Ditoatz7 u qodt. 

111lliJII to CUT7 ita lUll tl.ue or -- 8lld s.e .. ..,. to do 

. IICin Ulan it. ea.. oa aaUanal. 44!teDM, l~Goorfer, the 

• 

1Jldllata7 1e •~nul' ll&' 111\h a ocr1oue prcbla _. liT 

tbe IIII&VOI.deble laea ot a 'l..arp part ~ 1 te r..,.,.. rn. 
•lao in tbe t cnign lll&1'b t. 

To plaoe a apeoial tax oo oa~yie to tu prcdllote c011ta1.niii(J 

food wlDea Cddl tba WCll'lller orawe aal llMda, 

I\ 'IIOUld be 4Miftble 1t 118 oC»ld retn.1D trc:a taz1r.& 08J'to.1n 

.~ ~· I•,. ~.!c1ne a WCil'd tar~ IIIDIIlot 1d4 

wbo - 'OP hi e aickela 4lld pellliee ead d1M8 to baJ a 

b&Mball • • • '!h..., aoe tho fellowe oo mea ,. are ~ 

tbe tez, 

An aoise tax ca -ioal ixllltrumente woulcl 00111t1tate a 

.S..t.&D in ,....,__raiein& polioy ••• It woulcl cperate 

u a det.errent to the ds.eec:liinatl.CII ~ eW(aal edllo&tiCII aad 

(UP AND IXlllll ) 

M the '111,'18 alii 1111&1111 CCIII!I.btoe, • a generlll'\lle, not 

~ i&Dcnd '*- plMa .uch u thcea,. ~laW j118t baud· 

IMJ-' ~ fllrtber Ulan the ~ ~ ~ ac.Ue 

w-. s.n•a a .-ple ~ .._ iDDrtU .. • 

Regraded Unclassified



.J 
I 

~ian and ail' oc:nUu- - ao 111m ••• h'!a 

tift 8Dd a balt to teo par cent. 

!illioal w-t.e -a tax -'i~C t.o tao pal' oeot. tit 

tile .u.ztaotarer •• ealea priot • 

'>3'> ...... 

.T.wlrT- a tas -ti.Dg to teo per oct. 1!/t tbe I'Bt.n..'• 

•1*1 poioe. 

ADil •o U wot wi~ aaq olber 1'- - p~ oude •ad 

fuN 
1 

toile\ pNp&l'R \1.0118 &n5 atdiN 1 ftd1oll aod rulilbe!V 

('UP j.!ID OUT) 

llllt. - wilb iha ~le - - - &uS ~ b1Pl' 
-=- ._

1 
lbe _.,. &IISIIMDI C..S.t\M lt.Ul ....sed 

raaal:llT aootbel' ~10001000 to..- -ap t<:r ~ t11e 

~ _.tB ,_tee OD ioa: II. I!A4 it ta11-' h 

~-W) propoNle1 it oculd baw eo'*' a oO..S1t'ftble 

p<:rt.loo ol tide b7 1zlcN88illl the 10t01H '- oo ~t.t.ee 
aDd. bee- llfld CUC!;}IIB - w1 tb whioll tiM ~ 1.-4 ciM.li 

~~-... ' "'* t·nrts• ,,d $ 11' "' 1\l a :•'*• 
llll\ U. 'c:~t.tee pueed tbell 1WM by, Aod riD08 it 

lbUd .-:~ tr,. a erp1 eal.ee tu - aod e1DIIe it ..S. 

Regraded Unclassified
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C..·h f' R. 'M-t CoLA" ,J ~ 
.... a r•u- ,ntc-, tc.4 jal.D\ lao- ta retllftM~ ,...,...a ( .. '~ L, ' tr"'-- -
I• ' t upon \boee lnlebuda aDd ft.,.. 1n tile ~er ~ 

'breckew - •-. u. ewta:r»a are ~;-~tillnf 
iDdi'l'ldual retarm, u. INI"eprl aDd wile - ~ a~ 

IIVtl& aDd keep 4tMD tllelr \Otlll. ta bUl. lieN .,.. • f• 

aup,_ piollild from a ~' pr.Puecs b.1 the Wt,re aDd lleanl 

Cc.i\tlM1 oCillp8Z'1Dg tile ta retell oDier 1all'ri4aal retw .. 

aDd ca j~ relm'll81 fttbQI\ cMcluoUCIIIII fer <Mperdlctll cr 

intcuf. ca _.._,..., e\ OIIWN• 

..,.,.. • ~aDd wile ba4 • clllbinld Sncae ct t4,0001 

"' tbft1' \ot.al w W011l4 be $18),~ 1llldn a jcb\ retarD - aa! 

-.re a ~bald a1111111t• ba"N a o<lllblnlli illo,.. ct 16,000, 

~toW va woc14 be $435~ tM jol.ot re~ - apr! 

• u:ad.llr Mparate re~- a 41lfere- ct 1166. 

Regraded Unclassified



(ll'P A!J> LOIIN) 

~ ~""' -o ~· 
c c; ; ' ' d> -.. joiat ret1D'I1 attltc~ 
a -u part.icn of the tilllpt,11nc pllblio. .t. ·~ ~ the 

1938 retmm, made b7 tbe ·'ia70 alii IIMoa Cc.it.tae lb.-4 / . 
tbat ot 3.041,000 aarrlAd eouo>l.N t1Una returaa in tbd -~. OD1.r l ?S,!IOO oouplee uoecl .. parate returoa - 11h1oh 1e 

; 

lNe t.b&n Ja.! pc oeat. 

( SQCE'lHIIIG IILSCQRDI.NT, IN FOR SSl'l'IIIO) 

But. thCIII#I th8 prq>ert.i<n ~ tbOM tbat 110111.4 be tizam1•1Jo' -attaote4 bJ tbe c<BplllaCII7 retm'D .. ..U - bl protate 

..,_,., the I4'0J)ONl -liocl loo:ll,y aod ~lt· Of 

coarse, .... r1. the pro\Mt.e ,.... an the u.~>ter oil», alalc 

t.b1l u .. . 

(sart'IIIDIG LIOO'l', ll'P .&111> I'ADE 1'0) 

(I:LINtDiO OF CILASS~ • !aOU'l' Ot.llll llACKOROOlll>, 1/AI!lE A PlAh'O 

'l'IWI, OR S<AIS 91'lD10l ILUSIC) 
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A. o 

"· A!. I 

'iloll, bo,.,, t.hero '~>'Orl't Lo :,aey ~:~oro nl.,1ltll out lfr.e thio 

O'IO - not IU'ter thllt ,...,_t ' •·-"u.uo ~no.l'UI ....,. l'. Wrn l;un1nooe goes 

:i.r.to Gtfoct. 

(A cv>;PLI: o · or.:.: : u u .. :.r a; .. a.r) 

.. oll, o;, rlif~' o olrro;;o oada out hor own rot.urn - llW her 

broth;r, •t1o 'o 11 l.Alrryor, <.lo H tor hor. ...ut ""'' that\/& 

lulve to> file 11 joln~ one - troll, oho 'o :;oin.; te fird Yot 

I helcl out on hor on t:1t. t lot t ~ico l :;ot. Ani, am, •·lll 

l Clltcl. 1 ~. :..;,o '11 pie~ :JC clo.2n. 

in as 

(PA:·.J<:/1' . ..:.!. !: ) :-h , : .iolll, c!:a•lln,;, I l!l.ld suclo k £1"1 ;·,l.i'ul 

GCSCiOI'I G t tiJG la\1ftll' 1G tl.io :t0t':li11;,; - 1'<.101~· fri ;L l.i'ul, 

.. lla\in:;tx 1n cot~..; tl1ir.:.;s ir.~~ IN0!1 "'' ~ w~~ ajlic. 

u.r.d .:oor,.:ie-Por..;ie ill au~1 4: a:o..>~ Lo.,t. 

· A:.1 {lll'.":O){l: Ullli.i'u:.G) ;:H , o:.1:n~ o:. oc,r~;, 111" .= rb : t..crir.;: 

about? :J1a~ l iDO ;Joot'u'O to do rrlth adl1n.;ton? 

235 
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A. I 

~ · A:. a 

.. ... ~'A: : a 

.: j) .. · ~: •• 

-lJ-

;·~on, bo.11, t.horo -.w.'t bo :mey !101'0 n1,1tto out lfr.o thio 

<1'10- not ci'tor tha t joint incX>O t4x a· .. tum buoi noos goou 

i .nto ottoct, 

(A CIJ'jfLil 0 ' Oi.:;:! IV!.! .. !:.I ili•.lL1) 

·•all, r>;J rd!e ' u clt.o,-o oatle out hor 01m ret.urn - Wld her 

broth?r, 1'ti0
1
0 ll lAII'f'JOr, do U tor hor. ...ut norr tha t we 

bave to> filo a jalnt one - noll, oilo 'a ::oiD.; •o tim ,..t 
I held out. on t.or on !.:1L t loLt rc.ico l :;ot. Am, ran, ~:lll 

! cotch i t. :.-~~o '11 pick :;)) cl.G:!.n. 

ci~'fl.r'Ot teo. 

otber& start u;> •:·~olselle t rm Ar:,.ntierr: c• . All j oln 

in as 

( •:n;F.1; IT OUT, i.l' f:.J 0 .;.) 

(PAhKA; ~.1: !I ) vil, !·.1M, d:<rlln~, I lwd such II f ri,;-.trul 

oosaion ot t1111 lawJOr •a tM.1: .:or: •in;; - i« l l;r fr1 ·ul.f'ul • 

.. amin;;too 1a ~,-ottir..:; thir-<,'G 1r.~o SW::t ruo ~ ws" a:;ain. 

'"ril ,:Oar~Porv"i.e U !!!9!c &\~!t l>o.;.·. 

( llE'i'O)(I:. ~·;>;.;: .G) ;:H , t.t.at o .. oc.rUt a;.,. ;oo. rll:L..crir.;: 

aboot? 7JlBI: l iDO UoOi'~'O Lo do Tr.!. tl1 oohin.;ton? 

235 

• 
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,. 
- ll.-

lJon't r·rot OYJr t~a U:l11i .. :V 1 d'-rli 1;: . 1/.!t Old ~~atr11!i,-: 

worry a!Jwt. it . 

:n-.at ' s just it, l..Nl- llo 1o ''On'10\l 4l•w~ H. ..o 'c •'UC:I a 

de«r, Alr.l,'tl ITOZT,7!l1_; ObOOJt ,...,, •'lit it SOOUO 1.:.C~ if \:0 r11o 

c Join t return - Ulen ...cor..;ie l'or~1.o rlll k.."" !oCI<' ,..>C:, 

Mr»J l l"'..l!lly do ~aVQ, AnJ U1or. ho mvlt' 1.ill ror.~ ~o "orl: 

or do ar.;,'t.:tir..; e:tee;>t ;>lc~· polo. 

:.on, d. rlin;:, :.~ aYOl"J l.O"..rcoo bca Q ton-~'Qllie r.,,. Q 

hut:.C.n.! . 

(Lr A;.,J D'J·.;:) 

Ani a: tho scr1o.:s s1.Je, tho pt·oto. t s roproaontod aevo1'0l 

rt.mpoO.r.w . !horo \1CI';: t!:ooe vf.:o folt thllt tha -.a.~t.or; 

Jol.nt roturn wns an intr1n.;o:.ont on t .:o rl.)o~G or ·.'o:llln. 

J.t.d «101\:! tbes e W!'O oll of t.ite t,_n lt: Ute i:ou::e or 

• .o,..ec.:r.U.~h-as . Ar. ot!ie.Wl OlQI'CGOlOio or t..ia ,.106it1"" c::ne 

tra:a :':l"C . Arr:.c. t:elt.:.a: .. ilo;,·, '~u.ir.Jilt1 of t.hc .. ..;.at.1.or.nl 

(:;!G!: 1.;.) :.:!'.•P) :;c bolla:o 1.<oat o :JC1.d~t017 j o'nt ia.c.:~.:o 

tax r o turn cccoa:kal.oc l'l.o cc.r.r.:a o 111\1 oonoopt or tl.o rli£e 

110 t c hUG: M<l •c cl.ctr.ol. :l'CJ'I 1JIC.t. ,Jo' •.. ~ or vicu, crxl 

f r Ql tt."' :;ru,.., 1.1\jUSticc: v.1ll0h D;lrllt~ rroo h , t.bo 

~ " t~• tO<J ntc~c. htl't cO\:j\t rodrt:oc :or cl -:oct 
W:J~:l O.L .... e ,~ 

• 
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C2wmbor8 ol Co-re .. &Dd bual.nue l;rO<:po eon~ joinec! in 

tho protert • •"l<< fro<~ lcodore ot the <llurah ""'--.G m:;>rcaoi ona 

ol roar t.hat. tlJO Joint rotlU'Il wuld pl<;ce 11 prcaill.'!l on diwrcoo. 

0no aucl1 viow ,..,., thlt of B1ahop W1ll1Wll T. l.'Alnninl;, of the 

Prot.oetant Episcopal. ll1ocuao of ll"" York. 

nu. prort&ion, if on~~ct.od, ..-ill ~ to mrriud coupl~~& that 

t.hoi.r tAx burdona llill bo li&I•t.or if t..~ br<Jnk up their h-.a, 

thai• if t.h<l)' U vo tocet.hor. LDt us CILll upon l1l.l oar :;eo;>lo to 

do t.heir part 1o1m! to bear their full ohuro o! the lnin.loo 'O!dcb 

lliUor And Ida part.oors in cri:.lo aro foreinc upon us . ait lot 

ua not enact a lAw 'llhicb w'.ll coapol 11 mu.n iWl a """""' who are 

married - W'Xl who stay lllllrr1od - to 1>1Q1 n hoavior tux than th'V 

would 11:£ ve to ~ if thO)' woro wwarric<l or 1! they wro 

divOi'Cod, 

(UP .UW 001.!1) 

ait t.ho ·~"B and loiloaM Cotwittw hll<l replieo for those points. 

on the quosti"" ot 1I<ZWI ae a chattel, t110 Cotaittoo S"i<l: 

It does not :inwdo tho ri&bta ot a mrr1«1 ....,.,.,, It t.roata hor 

exactq in the same :lllllll&r ae her hutllOJ1d for !oderal tux pW';)OIH!D • 

It morely J:'OGarda tho C18r1t.al cotr.uni~ au tho ta::.ablc tmit -

inet.olid of tho iDdividualu \ihO ::>tlkO 1t up. 

;IJxl &8 to thu faa.rs of roli[iiOU8 loadoro " • 

It a not believed that tho joint rotum will Nsclt in azq 

incronae in tho c!i\'Oree rute 1n the United Stotoa - or ad'N~ 

atrocta the ..oNl.e of I.Der1c&n t&llili~' A ccor;nUeory joint 

Regraded Unclassified



- lf>. 

' rotum in Great Britain baa beat I:'OQU1red •inc• 1914, and 

U!oir di'OOree rato 1a not 11a h1tb u 1n U!a lhl.tecl States. 

(UP AND our) 

tho innuoncea at work aea1not U!o .,.ncl&tory j o1nt ,...t 

IIi - eo at"""&, in fact, U!at tho ,...,, and 1 

Cclcnitte - • forcecl to brinK U!a lo6,'iol.at1on tho noor 

1nt 1n ant1c1po.t1on 

dotenlin the co11tents of a ahort pAl'll&r&ph I{( A1 on 

o'b8et!VIlt10na of U!e twc bUl WI u ""olo, tho neeeeaity 

&'YOid •l'OCiDJ. pleadin£, et ePterQ, at thio tiJoe, - "Ill 

D! 1'0:'! B~".AA. 
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COIIIII!SSIOJW. 

lilt,.., •• tale-'~ tb1llc allola\ tale tsx !i&llt 

• tale n- ot 1lle -.. -. tale 111*'&1 acr t. at tale 

...S, ft bu -- aS4 t.ha\ - a P' I bllw a eats 

peUu-1 l'llle ~ wt.e tor aU ljlpl'llpli.a\Ww ..,. ap1.nft 

all tax.. lilt. ben-. t.be l.us..t. tsx b1ll ia tale MUc1s 

h1-'-7 affll\iJII 1D\ia~ a!ll1- of p11"1-, t.\ hslpS'II 

t.o pq twa part. ot tbs ooet ot dolt-. 'lbs.-. tale 

cl..SDI - 111 tale acUOD ot tale JIDolss. 

lOICit I .s..llll Ull ~ ud _,., 

SPEADR or 
HO!mt All tho. 111 ta._ ot t.sldAI t.hs. wts bir )'IU ... _,. 1l1ll 

r1.s (PAUII) S'dde~ tilers 1a a 11Utt1ci&t. ..,.._., !bs 

~t.lal 1a .. tbs ,...... ot u.. bUl. 1M Clll'll: 1l1ll oal.l 

tbs l"Gll.. 

CUllllt .u. of plt.t•. Al.LWI (OJ7 IIIII) qs 

m. of LM'eC•• &l.UIIt • • 
' d I -ot• t.a ........ I • 
t 1 •• ot ClllUond& .t.JIIllftSOII• 0 0 

... ,. ot .. -.s.oo I I I 

.t.iiWIIt 0 • ...... of. IJt.a 

.t.JQ)!IIIS I 0 0 ., ·= 
.lNQILLI 0 • 

Mpll 

.t.llllllml• 0 • 
AraMI 

...-u,. I • 
.t.nAl4 

~· 
I 0 .,.,.., 

...,.,._.-~ ...... C&rOlila l ..... 0 • 
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Aa u so etten t ho caeo nth tax b1lle, the pro"""t bill 

probabq -.•t bo ~tad illto l.A• unt.U Sc;>toabcr _ 

which tllikea it touehor to pay a e wo ao - boeaii3G, bf that 

time , !Uno I!IOIIthe of tho W&blo yoar nu ha'WO paaoed bf. 

But, th1lllc1ne ahead., tho Troaeury llo;>artoont, on August 

lat, &nnounc:ed a plan to help "" !WI¥ ae .., co. thq'w 

taken tho 1,'00d old Anor1can cuatom ot 1not.ollmont ~ 

ancl appl.181 it to the ~ent ot 1ncocla taxaa. It•a qllite 

eilllple. You figure 011t rouehl¥ what your tax 1e apt to 

be. 'nlan you ~ the notae - thq'ro calloc! tax ant.1eipat.1CD 

notes - and hold u-. unt.U 1noCN tax ~t ti.Do •"*"' 
lll'Ourr:l no:ct U:l.rch lSth. '!bore Aro two eariee of t.hoee notcso 

Series A Tax llotee aro avnilablo ill doonaninat.iona of ~2S -

$SO - and 3).00. An;f ono taxpayer may proeont a rwximuln ot 

~1,200 of thoea nowa ill aey one tax yoar !or the ~.ant 

ot 1ncome tax. Tltq pa:f a mall illtercot - ot four ceote 

a 01001th per :::~s, a rotum o! al.llloot tw per cant • 

s.rtea B Tax !Iotas - for payront 01' t.hu blger levioe -

aro a.ailable ill dancml.J><>Uona ot :.100 - ~SOO - ~.ooo -

~o,ooo and ~oo,ooo. Alld ther rr11:1 bo uoecl, ill aey a::oount, 

for payme.nt ot corporation or 1ndi vi<IUAl income taxes. 

They boar a llllilller rnte of illteroot - onu hal! of one 

cant a yenr. 

• 
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t6W: 

•\nd for your otnur quc3t1cmo a JOut theeo notos _ 

well, here 1s John ~rlee ..Ul,y a&~~ln to civo ;·ou the 

~<r~owora acainat the b.ckground of a fiiDiliar uisht in the 

•l.lehJ..n&ton of the Gwo-:er or 19.11.. 

(TW"t'IC 0.\CKCiiJUllD F"R'l'l.ffi'l' 0::1' , I.'ILJT .. :tr n,.,,v P!Al!J<G 

IU CIJJSER. OCCASIO~iU. CIIOOGIIal OF "JE'i" L'O'I'Oll, :CI A;ID 

0111' ..S IT D !1IVZS A. 'XJUT 'mE LOT • ALL Ci-L'IliC Ill DOI!INIJ • ) 

Ritbt in the midc!le o£ do<mtOWJl \.ao.i1Jl&ton - in tho 

pl.ou at Fourteenth to P1£tcent!l Strcoto on Pol'll'l8)'1116lli.a 

Avonuo - but-r.oon tho .olllard :totol QliCI the nJpart:'lent of 

CO'l'l::ur<:e building - thet'e stunc~e 't!'..lt i o probo.t.U;r the 

lll"lUlloat bullc.inG t~t hils ri,an in thG defcnao prot;r<llll. 

lt' s Treasury House - 11 fn~t:~·Glcos l:iosk, .Ul 

ueckcxl out in ll<.'Cl, -•• hi to iUlU ill.uo. . ~-.:: all arount.! tllo 

plo.u, c1rcl:i.-.g ":'N..1&:1ry JI\)US6, arv the ic.plet::wnt.3 of 

\.Q.r that )"'U .J...""' ~L~ for - Mr. llnd. :....""0. !i~ckk:lc.e: 

1n th!' 1.\:!noer:.C)· o; oLrS .. 

Thti:rc' :J tl::~ .a'Suat, ['.!r.fO'-lo,k1r.C: l:.tt:\1 ra:.o .z.ki !.SS4J::c 

e¥r, l=nQ'llm as t..,c " J~:te;>" - 'lltU.:i ... .'.1\JC 1n Doiwuv S..11.""J\t! 

Bond:! uill pay l.Or . A C.."u.r•.J.' ... IJJ ! if.htirlt pl.;..l.e, t '"- t 

:ll~ u t't.-.Jl 1.4lt.~ that. u-,\.! ;!iclts L!~t. e .... · .. 1 ir.oi-o o:' - Wld 

!.ranch norto.~·s w!l! ant.i-oir:N:."it tJn'• ':l.c::-'-'' :t·o~ a~.Zo 
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O!JJ ! •• ~'(: 

~ .. . .. . :: 

..tlat ;you're ~ 1or. 11\lndruua, oODa~I::Joo thouaantia 
I 

aoaq around the plaza U4y o~ •Iicht - roel.dcnt.e And 

vioi tors rroo :Ill tloo ·~tue. f'roD tho pretcy :.tttoodanta 

at 'l'reo.aur;y HoUDo, tlloy bu;y oav1n(;a ot4lllpa - and u•lc 

quootione - all kinh of quoot.iona, 

(I.!ILI'l'A1r l:USIC, UP FlrLL •.!iD lX>•'JI, H~LIIIIIC DaliiiD) 

C4n I holp you, 1:>3 '"? 

lollY yuo - :rou see - aeoine ell liluoa C\IJ' .. onc.l tanks 

htJro bl:.lkas you rculizc hcnt cuc1 it's c:o1nr; t-o coot. ..mi 

1 f.UUOS l 'd like to UU)' 8000 o! thOOO u\l!onoo r.Q•.l.ol(;G 

1 . ... ~ : (::·7 't_.~ti'T!:~.) .V)J :.ell "'1.0, to • .)Sti t..-' UJ~V!I l tuM. he.....-U.f 

'-'l,cur. . l 'ci ll;:a t.O i.t.U OOIT.O <;. t.t~OU1 !.IJVo So' a j~ 

t.~uld be o<.s!cr \..0 j')t:lJ' !'J)' ~ou ... on' " !"'u.&S it so r:'.\.H;..!'- . 

. . .. 
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oL> IJJ)1a 

L!Zt 

'JW, na 

J.T:: JA:. 'l' II 1 

A:'r. DA::r Ita 

;'J,J. I I 

!'A:: n, 

A:::-:.DA::T l a 

OLD U.O!a 

You -, t•a traa f>&rw&e , Juat v1aitir,;: hera, And 1 

woaler.cl, It I bC0>:1Jt theaa bare - WCllld t.be7 be t'Ool out 

1n r.aneaa. 

l4l¥ '¥0•, ot courae, (ro Al:O'Ill~) Can 1 htolp ;-ou sir? 

( OLO Wl! J'.US;·s 'Ill !f!!llSI1I.l•' A.,OUT GUI :> , eJ' CE'ro'.A) 

l'bat ' a t.bo aoaieot '118¥ to h&Mle theca tax notca? 

( bUTTD.G n:) ( :.07 1llv POLI'i'&) ~. J.a4¥, can 1 bey tbo .. 

tax not.ea at o;; bank? 

I '11 take ®re ot thou, !:47, lou lock at tor Ule elderl¥ 

·~· ( ro Fl!.~ 'l' ::A::) 'iou w.nt.d to know about t.he be.:t •'I 

to handle Ule tax notaa? 

'bat•a ridlt. 

<iell, '¥0'1 c11n haw your bank order Ulc:~ tor '""' The lJanl< 

will pu~ the:: uido 11D11 •"" oan :,;at th.,. w!lan ttx p&;,'D8ftt 

t1zoe is hazoe. 

'ibank 'fOil, verr flldl · 

rou eee, it • 011 c1eo1clo to bey a bonoS now, 'JOl C4D G•t ono r10\t 

over thor& at the n.aaur;,·. ADI1 we'll jl1ve 1'J" a r1c1e ewer in 

tbe Jeep. 
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{LA' G!Ili:; LY) lt'e Ulat lit .}c opon car over Ulere. 

:.oll, I olo declaro , I c:un r l.do in uno or u'""'• .. on, I 

~s twill. 

{CALLI:.a) a., !ier ;:eant? 

(c:t.:n.o r:: ) 

Uore't onothor cus tomer f or )"OU, And nandla it eas:t """· 

Goodi.>ye, M 11l 1 and Ca:JO l.>aek and GOO U8 e~-air. lrt10 r. ygu'ro 

nec.r here. 

1 do decl.al"O, I ccrt:;a!.rJ. .. : will, 'Ibnnlt ~rou all, so :1\!Qt:., 

llidlt wit.h me, ro•o. ..CAlLI::O ) Stnrt up the bu,;y. 

{Jc:J?:P :·o·u:< liP, ~ .. CLO~i:) 

l.aw, watch 1~ stc;>. ··COl ""• l 'll hel . you. rJ.~ t in .c 

the !root aut, bet-e. 

(J.,..c::~ t;.;) I do declcff. Jll!' t Ulln:t wl1'lt l'a ar.d the ~oll<a 

babk h CII!IO would arq - cooinz r.10 rlde ri,;ht up to Ule 

{:~.t :;•tA::ri!.: i. P) 

(t:ALI.!I.C) :.ay, .)rl, l r or .;ot to aul • •. .,., .... ore to .:~t t. .CGe 

tax r.otcc . wUt, l. •U bo !.>cck, aoon'L ... •:.t U~rouJ' ovor ct. 
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(.rt:EP Pt LLI:.:; A t;{. 

Ani just aa .lefeooe llovln~;e lloooo holp to toke -,oney out 

of circulat.ion - cn<J t:Joreu;r act \11 tb ;»"ice cont.rol o l.o 

prevent ill.Clnt1on - so do t:•e t:l.>t antio1p!ltion note.:; :-acl,; ~·. 

to thU. en:l. ;.ot onl,y do tt.o;r W4 1t ouior Car :;ou to 

oe~t the he.<>viar tax bu.Nen - b•• ;>Q;1n,: or. the inst.olklcn t 

plnr. - \:ut the/ ;>roddJ an <>Utlnt ror :;:one, u ... t ~-'llt 

o!.llornise soel< t.> :,u,y .. 'O<ldu in c:>:.;>Oti t1on wi t<1 teo defcnoe 

front - a 3 110 have e:.o.,u you l.n t..: ic arr.l Ncont •:;:POR t:; 

:\I 1!i3 . AUvil" . (iovorn:¥lr.t v01'1'e<:in.;, by s~le of !>avil\.:> 

.!:ondG 1 
t.O hel p cbnorlJ t:lO o.Y. • .Cr'J.lin: 1r.cO!'Xl of 'he COO."lt.r,i" t:; l 

t;.o pr a.'i..tJa a ro .. · dl.lrUll\..! ftJr ..,oOOs ..-:.1 \en re&r::::lSI'Ant. proiu:: ti~ 

eeaceoc Price -t.lilil\.'ti t.e ~rovl"nt ir.;"l: t;ion:u:,• s~irals . 

t.l.;hor t.a.r..ro t.J '<e..!; fr!X"l . ...ac:.ir~ t.O J .. re~t :; :..urd~n c:: to 

ruture ::101;'llrt:tionz . A:.:S tJ .. ": :ant.1c1.paUa;; not. .. 3 ·.~ ·4o1.!.o 1~ 

.l 0.:0.1, 

A l .A't' :. . c.rn ... r 
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TREASURY DEPARTMENT 

INnR.OI"PPCIE COiolloiUNICATION 

TO secretar7 llorgentbau 

••ow llr, Cochran 

Reglotere4 otorllng tranoactlono ot tho roportlng banko were ao tollowo: 

Sold to co ... rclal concerno L 5,000 
Pu.robaoo4 troa co-erclal conoorno £6}.000 

~ J'e4oral Rooern l!a.Dk of !low York ool4 £25,000 1D roghtored aHrllng to 
the .u>orlCIJI Sxpreoo c_,-. 

Open ...,at oterllng •• quoted at ll.o}-l/2. nero wero no reported t raoo­
.ctlone. 

~o quotation f or tho C.nadlan dollar U!proftd troa a dlocount of ll-5/l6jl 
yeottr c!a.Y to a dlacount ot 11~ toda7 on a 111&11 tourlot 4oaao4 tor tbEot curnnc7. 

In Now York, cloolng quotatlono tor tho torol,n curroncleo lloted below 

( .ere at tollowe: 
.t.rgont !.no peoo (tree) 
»raolllan mllrolo (!roo) 
Ooloabl..., peoo 
lloxlCIJI pooo 
u~,an pooo (!roo) 
Oubo.D poeo 

.2}84 
.0505 
·5800 
.2070 
.11)80 
1~ dlooount 

In Sl>enpl , tho ,.,... • • quoted at 5-5/}2;. ott 1/l~ ood otcrUog •• aloo 

lowor at 4,02, ott 3/~. 

11e 
00

14 $10,000,000 1n gold t o tho Central l!a.Dk ot tho Ropui>Uc ot .t.rceotlna , 

llhlcb •• added to Ho ...-rad account . 

I t purcbaoed tho tollowlog ,..ouoto ot gol d troa the oaraarD4 accounto ot 
the banko 1o4icato4: 

$1,125,000 t r oa tho »ank ot Woxico 
a50,000 troa tho Central »onk ot Chile 

$1, 75,000 Total 

!10 DOW COld tD4110«N10Dh wore reported tO UO tO~• 

In London, 'bot h epot and forard ,u,.er woro tln4 at 23• 1124• up l/
164

• 

"'he U.s. equhalant ot t hl o price 1o 42, 6U • 
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~• 'i'reaa~>r~'• pu.rcha" price for tore1CI' a11Yer • • W>Cllaacod at 35¢. 
g.,<~y an4 liar.., a llttle.,.nt price tor torelcn o11Yer •• aleo ll:llcbance4 at 
)4-3/41· 

!Ia Mdt ona puroha11 of now production ailver ....,ununc to 50,000 oW!Coa , 
for t orwar4 dtllTtry, under t he SUrer Purchaae .l.ot. 

The r oport ot July 30 r ece1'ved troll the Federal Rea•"• Bank of New York 
clvlnc tho torliCI' txch&Dge poa1t1ona of banlct and 'ba.nkaro In Ita d1 atr1ct obowt 
tnot tht total poa1t1on of all countr1ea •• abort tho equivalent of $5,294,000. 
on lncreaao of $226,000 in the ohort poa1t1on tinct July 23. Not chance• .. ,., 
as follo••• 

Short Poa1Uon Short Poa1t10D Cheo~ 1D 
Countr: Julz 2~ J ull: J!:! Short Po at Uon• 

Zncw4•• $ 447,000 s 377.000 - $ 70.000 
!:urop• 2,,82,000 2,!55,000 57.000 
Canada 63.000 (Lone;) 351,000 (Lone) • ua.ooo 
:..un .uor1ca 2}7,000 262.000 • 25.000 
Japan 57.000 so.ooo 1.000 
Ot her .l.t1a 1.914,000 2,08},000 • 169,000 
.\11 othera 1oo,r.oo (Long) 12,000 ( lollj;) + as,ooo 

Total $5,068,000 $5. 254,000 • $226,000 

' Plua a16D (+ ) 1nd1catea 1ocreasa 1o ehort poa1t1on, or docroaoe in long 
poa1t1on. 1 

Wtnu1 a1&n (-) tn~ icntes deereaae in ehort poeitioo, or increase in !.Ong 

poalt1on. 

''Co.e'b1no4 poa1Uon 1n re;;1otore4 an4 open II&J'kot atorUcc. 
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TREASURY DEPARTMENT 

INTKR·OP'P'IC I: COMMUNICATION 

fO Socrotar,r Hor centbau 

Mr. Cochran 

lir. Colla4A> of the Departaont ot State atteado4 tho coDtorence on l!oxico hold 
1n ltr. llell' • oftlc:e thit noon . .Lo ho vao l"•inc, V.r. Collado aoke4 Mr. :seu 
aad c e it arra.ncuoento could he 111441 for the Secretary of tho Troaollr)T to reed ,.. 
during thio prooent v oek the l!inlot oro of Finance of Ralt1 an4 Ecua•or, re~ect l.wly. 
l'bo Minittor from Ral.tl it hero concerning !ileal chance• in Raitl, and v ill pre­
owoably ulc nothl D« of t he Troaour7. 

•1r. Colleda i nquired vhot her Secretary Horgentb&u voul4 bo preparod to 4h CIAII 
vtt.h tbo Ecua4or1an Minl.oter of rtnaneo t he roquoot of hit count!"/ for monetar.r 
auilt aJICI froa tho htUUZ'7. Mr, :Boll IQUetted thet tho tlrot call Vhieh t bo 
Kinhtor "81 aolt8 on Socrotar,r llorconthall ohoul4 only he a eourteoy YioU. If 
SoerotUT Horgonthau, after ••UD« t bo l!1nlotor aad after otll4:fin« the data on 
l:cuador, a 1uaar1 of vhich vao proTldocl the Socrotar,r on Mo~ aorni"« b)' l!r. llhlto, 
tbon duirll tbat t he aoahero of bh oWt do tho ueual prel1a1Dar7 vor l< of eoDtor­
riag vith tho :Ecuadorian Mlnitter of i'inance, thh could he arrucocl. 

'ilill t be Socr ot617 lndlcAto houro vhleh I cl\!1 tran1"1t to Mr. Collado for 

oeparato ~ointaent• for t he t vo Mlniotorof 
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Ill de u Ill'. Cou 

I han noe1n4 all of your l etter• whlob nre 
to~t4 throulb the kiDdattl of Kr. Rarrla&D. 

Ia npld to 70111' letter of lulJ 28th, plea11 
oont lna. to etacl t he ol1pp1nge btoauee tbt7 &1'1 Tt1'7 
intenetlnc and uaetul. 

I haTt eent the el1pp1nga relat1TI to what 
t he &ll&lbh w-n an clolnc to Kre. lloJ'IIntbau, and 
I lmow the will be "'1'7 -h 1nhrlltt4. Pltut ••n4 
M aDJthillg that 7011 OlD plok lip OD what WOMD &1'1 

doin& 1n Xn&land u I will gbt 1t to Kr1. llorcntbau, 
1114 eht, 1n tiiJ'III., I lmow will ehow 1 t t o Kre, Oil­

Tilt. 

o. o. to Kr . White. 

r F./.1/w 

l ove •inoerely, 

lll~Mt) 1, kr1• UIIII• b ; 

2!50 

• 
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P!.l 

Secretary of State , 

\'la shi ng ton . 

333 , August 5 . 

CONFIDENTIAL. 

GRAY 

Chungking via !IR 

Dated August s, 1941. 

Rec •d 7 a . m. , Bth. 

FOX FOR SEC:tETA:1Y OF THE T:u:ASURY. 

zsr ...-

Please for~ard by Hewlett or earlier air nail 

number of sets of Bxecuti vc Orders , Treasury Regulations 

end copies of all licenses in addition to nwnbors 54 
end 

to 69 which apply to China/ Japanese 1'1•oezing oper ations. 

Address me care of Campbell , Hong I<ong ao that they 

can be more promptly made availa~lo to Taylor and 

Frese . · By c able I should like to receive tu.wediately 

suzgestions as to licenses •hich experience shoors mos t 

applicable and eny other suggeations •hich r.li:;ht be 

helpful. Sending soparate cable relating to information 

n0\1 ava i labl e to us ro~arding previous goneral licenses . 

Confusion and uncertaintY in Shanghai and !long 

Kong apparently groat . AD despatching Prose to l!ong 

Kong with now information and instructions for Taylor 
and 

• 
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- 2- #333, August 5, 1941, f rom Chungking via NR. 

and after few daya togethe r in Hong Kong asking Taylor 

to proceed t o Shanghai. To lift fog I .., hAlvi ng 

quest ions 1n theao two important contora canalized 

through Taylor IUld Prose with instructions to them to 

ansvter such questions as they safely can and to 

crystal ize others in form of queotions to Washington 

for answer having cablos repeated to Chungking for my 

information. Besides thoy aro to roport daily to me 

quostions <~hich they themselves handled and other 

detailed observations . These togothor with information 

which I am receiving from other sources should enable 

nta to keep you more fully advised on offocts of. 

frooz1ns its oporo.ti ona o.nd suggestions . 

Di fficulties of oporo.tion !'r om Chunglting indescri b­

abl e . llo tolophono as yet . Understand it is costing 

30, 000 chinooo dollars to have one installed. Tole­

gr aphic sorvico a loTI . Last tolographic inquiry to 

Contro.l Bo.nk !'rom Shanghai, sent August 1 , r oached 

hero August 4 . 

Would hol p gro o.<tly until situation 30ttlos down 

to hAve assigned to co two men oxporlencod 1n he.ndling 

d Probl~-s f o r stction1ng i n Hong 
frozen fore ign run s ~ 

I would arrange to moot them 
Kong and ShAnGhai . 

1n 
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- 3- #333 , Auguot 5 , 1941 , from Chungking via NR . 

in Hong Kong o.nd spend fOI'I days with thom. 

Until notiriod to tho contrary all nossogos to 

mo including roply to tologrom llo . 332, August 5, 

3 p . m. , booring on !rooz1ng and l1cons1ng should be 

ropontod in Shanghai for Tnylor :md in Hong Kong for 

Fro so. 

GAUSS . 
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DES 

SecrEtary or State , 
Washington , 

332 , August 5, ~ p ,m, 

PLhiN 

CHUNGKING VIA N, R, 

Dated A~at s , 1941 

Rec'd 5 :28 p ,m, 7th, 

FOR SECRETARY OF TR£ASURY FROM FQX , 

From material available here following general 

licEnsEs, other than numbErs fifty-tour to aixty - ninE, 

appter to apply to Chine and Japan aa w£11 as to other 

blocked countries , There is indicated in each casE date 

of l atEst revision we havE available : number onE, as 

amEndEd, June 14
1 

1941, numbErs two , fOWJ fivt , nine , 

Eleven, ani twelve as published by Truaury October 1, 

1940 together with amrndmcnt thrtt to cover by general 

license number thirty- tour, October 10, 1940; numbers 

twrnty- fivc , twenty - six, twmty- aevcn, twmty- cight, 

thirty 
1 

ani thirty- one as publishEd by Treasury October 

1
1 

1940; number a twmty- fivt , twenty - six, twmty- sev m , 

twmty- dght , thirty, and t hir ty- one ea published by 

Treasury October 1 , 1940; n11111btr thirty- seven, March 

1941. Cable at once tats of o.rf!/ ot tbtst t or wbleh 

there art core r'ocnt ·rcvisions end ttxta·or o.ny o ther 

wl:l1ch .l:IAv t gcncrol 0ppMct't1on to Chi no r nd Jrpan. Uso 

cnblt texts of ney grnErnl rulings in oddi t i on t o those 
contdntd 
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-2- ~~2 , August s, 1941 from Chungking v1a N.R. 

oontointd in TrEnsury publications ot OctobEr 1st, 1940. 

IV£ ho.vE assumEd no rrv1a1ono in Extcut1vE OrdEr numbrr 

8~89 and TrEasury rEgulations bttwrrn JunE 14 , 1941 and 

July 26, 1941. 

OAVSS 

OW 

• 
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ll:!:P.&i!JGJ;'!' or swn 
\I.&SliiN<IrO:Ir 

In rorlf rotor to 
EA g4o ,51 Jroaen Crtdito/2756 

The Secretary of S~ate ~reaenta h1a co~liaentl to 

tho Honor~blo tho Secretary of t ho TrOAfUr1 an4 e~clocoa 

lin copleo o! " ;par~raoe of tologru tio, 32.0 , dote:l 

Julr 30, 19~1, ll a ,a,, tro~ tho AmorlcAD Esba• •7 At 

Chunckloe, Chi D& , in r egard to the praoont locntl on of 

Jox &Dd contoronces •ilidl naTe boon hold w1tb. roopeot to 

t ho f ree:lng of Chineoe t~do, 

:r.nclooure: 

'Fro• !mbt>ll7o Qnu>~lng, 
uo , 32.0, J•JJ.r 30, 1941, 
(The cop leo, ) 
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:niOII: Aaericu •'bu17, 0111u!.ck111Co Chill&, 'ria l,ll, 

lulr 30, 1941, 11 a.a. 

]10, I 320 

It 1o ro~ooto4 that JOU rotor t o tolosroa lo. 165, 4ato4 

JU17 25, 1941, 7 p.a.. troa tho Dopart•ont . 

Lone u4 1Dtonoho air raido aro pract1cal1J lmo'bUbiD~ 

all co:l:lniAl.cot iono and all actiTitJ at Cbuc!<~· Pox.,.. headod 

the ••••ac• uzuier reter.ue ou Su.ad.a:r. p.a. Kit pre1.nt loca\1on 

1o 1D tho oecond r&~~C• ot hUlo 'bo7ond tho rinr ' o -th -· 

Lato 'rueodaJ a!tomoon I oav Go11eral1to1ao. J'ox accoapaniod 

mo. J.loo proaont vao tho Min1ottr tor Portlcn Att&lto. 

Wholl Go11or&li u11Do vao intomo4 ot tho aot1on tolcen to 

trouo Chinoao &lid Japan"• cro4ito, he made tho coamont thot 

Out action 1o 'bona!icial to China. 

It vao tomorlJ roporto4 b)' J'ol< that tho Ki111ttor o! !'i=ce 

vao ooanhat concorno4 1D rapr4 to t ho frooaiiiC of Chinooo 

Oonl'llll•t tua4o, !!,..,.or, 1D ot:f CODTOraoUOII vitb tbo Kinhtor 

t or Joreip Attairo dl>r~ tho J0V1117 to and tro:1 tho rei14Cico 

ot t ho Onu&l1u1mo, ho made 110 ow:h cOII:Ioot. Eo eXprnood 

biaoolt ao un4orotand~ tullJ OIU' action ill tb1o roopect. 

In our con't'1r1ation vit b Genera11 ee1ao, lox took ocoatlon 

to mate tho point clear that Obinooo OcTommoot &04 OcTernaont 

:Balik fwl4o 1:&4, toll~ the tnUial t roodiiC, boon ,_ed1atolJ 

untroson bJ 1icenoo. 

ll.tP.U: 
Q&IJSI 

oontMIY s/6flt1 

257 
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( llo, 341 

1/ 

( 

llo, 668 

OO!IJ'llllllriAL 

iliDIIWI COIISUU.'lll Ol:mJIU 

Sbanch•' • Obi aa 

~bJectl Political l!e))Ort tor Jul7, 1941, 

The Honcrable 

o. :z. o.u ••• 

J.Mr1can »'b&a.,.dor, 

Pe1p1D&. 

Sir I 

1 have the honor to enc1oae & review ot evonta 

in the Sbanlb-1 ConfUlar Dlotrict 4ur1ng tho month ot JulJ, 1941, 

RtiPICttull7 JODrlo 

:Cnc1o~l 
Polit ieal Report tor Jell, 1941, 

258 
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ShaDp•• Political !!aport 

I. SIIMIWtY 
•·············•···········••••••• 1 

II. FOREIGI RELlTIO•s 

!. lelationo with the Unit ed Statoo: 

1. fr111~ ot Japeneae credita •••••••••••••·········•••••• 4 
2. J~eoo reatrictiono on American ri«bto &n4 

1ntereeta • • . . . . . • • . • . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . 6 
a: ! tteupto4 taxation b7 Iankint of !coric&D ftrno •• •••• ••• , 7 

Vioit of Mr. A. K. Fox to SbanCbai ··········•••••••••••• 7 
5· Celebration of the Fourth of JUly . ...................... s 
6. ~acuation of !meriC&D citi<ono ••• ••••••••••••• ••••.•••• s 

ll. l!>!lationo Y1 tll Other Countdua 

1. ~eat llritain: 
•· free•ing of Japoneoo cro4ito b7 ~oat Britain....... S 
b. Ja~eoo detention of two Britioh coaotol 

•••••1• .. 0.... ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 
2, lrftliCII 

--.:oath of allegiance to Violl)f OoTirlllllent re-
quired of French offici ale • • • • • • • • • • • • . . . • . • . • ... 10 

b. Appointment of nev Vicll)f Cootular J\l4cl .. • .. • ... . .. 10 

3· Oerunya 
... llecopi t1on b7 GenoaD7 of 11aAC roailoo .. .. .. • . • • • • .. 10 
b, !rriYal of German nacueoo froa !lotborlt.ndo 

J:..at In41ea • • • . . . • . . . . . . . • • . . . . • . . . . . . . . • . • . . . . .. • 11 
o. OerJ&an propegand. act1T1 \.111 •••••• 0 •• 0 ••••• 0 0. 0 0 0.. 11 

4. l!!:!z: 
lecogni tioa '7 ltal7 of VaAC rop e .... • • • • · • • • .. • • ·.. 12 

5. Japan: 
a. Local reaction to Jal)fii100I IIIOYU in tho 

13 Jar kat • .. • • • •. •. • •. •. • • • .... • ... . . • •. • .... • • . • • 14 
b, Japan••• a111tar,r operatiODI •••••·•••• • •· · ········· 1~ 
0 , Jap&neoo prooauro on Oblneoo Maritime Cuotomo •••••• 
d, Cknoral s. lta&ald ouccu4o4 b7 I.ieutonant-

15 General J. Olhiroku. • • • • • • • •• • • • • • • • • • • • • • • • • • • ••• 
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•• AcUrttho of the V i Rt iu: 
1 .Axia recosntt1o1l ........................ . .. . 

(2 Eotabliohment of Pacltlca~ion ~ • ••• • •••• 

~~~ ;:;::~~: ;~i~;·~~·~;;~i~; ~ ·~; ·Chi~;~;···· · 
B&tepaJera' Aaeoctatlon •••••.•.•••...••• • 

(5) Jltorto ~ ineroaot circulati on ot 
Central Rat erTe lank note• •• •••••• •• ··· · • 

C, Rt1etiono of a General International Charnc~or: 

15 
17 
17 

l8 

19 

7ore1cn troop• in Shanebai •••• ••••••.••••. ..•••. .••• 19 

III, IliTZ.'!!W. POLITIC.U. .lC'l'IVITW 

.A. llatlonal: (llo~hin& ~ report) 

J, Prortnclall (llo~ ~ report) 

c. llun1c1J!!.l: 
1. Wtot orn Diatr ict: financial Nld ad.DW .. 

trat1Te mattera • ···· ··················• •• •••• ••• 
2. Weatern Dtatrict: gambllnc ••• •••···· ···········••• 
J, !l.'errori e .... .................................. . .. 
4. Labor trouble a •• . .. .•....•......••.... ....... . . . . • 

IV, JUDICIAL .UID LEG.U. 

Chine•• Ocurto in the Internat ional Sett1ocont • ••••• •• •• •• 

V, IW!C~IOS 

(llothin& ~ report ) 

TI. COIOIE!!CUL, ECONO)!IC AliD 1I'.lAl!CUL 

••••••••• 0 ••• 0 0. 0. 0 

.l-. J'orelp tre.4• • · · · · · · · • · • • · · · · · · • • • · · 
B. ~~ aDA curr.nc,r ••• •••··•••••••·•••••••····••••••• 
o. 1D4uatrlal &D4 other eeono:dc 4.-reloJ&tllta • •• • · · •· · • •• • 

VII. 

(Nothi"4 ~ report) 

VIII . )!ISCJILLAlllilOUS 

(Nothlnc ~ roportl 

-------

20 
20 
21 
22 

22 
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I . smoupr 

Sbenghat !lao cro• accuto-.4 t o ... mot ...... 

earloocl '117 hnolon , bolt t hh toadoa ,..., Ml&bhnocl 

b7 tlw oeriu of h1otor1a&l noah whioh ocovrocl <~~>r­

ille tlla aoath. 'lheoe wro the OoeNp&tioll 'b7 Jal*l of 

ooutum Iltdo-c!Woa, ad the froo11111 1>7 the Ua1h4 

Staho alt4 Great Britaill of J&l*l&n u4 Chillaoo crod-

1\a. 

preted ao porlu4111c Japaaeu aoUo11 111 S1blr1a or 

tlla South Seao. A<>t.U,, t !wre wre oo .. vithdra~ 

alo of J*P&II••• troepo froa the tower T&~~Ct•• aree, 

tlla 1ap0o1t1on of raatr1ct1oao 011 radio, tolocr-Ph 

a1tc1 teU:phou co...mtcat1o111 alt4 tra .. l 'blt­

llba.ltgha1 an4 I*P"JJ, ao4 tu oalo of epprosa&tol7 

u.s. $12 ,000 ,000 117 1•1*1••• baDioo 011 the local •• ... 7 

earloot . 

'lhe action of tu Ua1to4 Statoo OoTemaaat 111 

freeoillc J*P&II••• alt4 Cbl. ... ao ore41to 1aao41atol7 f ol­

lowiJIC tlla __ , tbat lapu. would ooCNP7 oo\lt lo-o 

11'1l ~ ,., wlcoaocl 117 .Aaericaa &114 other 

'>6 ' ... ~ 

• 

Regraded Unclassified



- 2 -

for.1p WaWII •11. of ~ro-.Allt-• , - 1JIIp&th1 .. ' &114 

,., aloo npporto4 '117 t hooo OIUII.uo OJIIP&thotic to 

Obnnc...._,, Bo..,..r "'"'~ • ' .... ., &llt1o1patt4 ta.Uate re-

taliator-, aouo .. 'b7 the Jo;p&~~.oao, u4 foroaav that 

8ha•&M\1o tuturo vouU ba •rlat4 '117 pooat political 

&11.4 OCOII.osiC har4ahip. 

!heao pr ..... tt...h wro w ll fowo4o4, on.. Jap­

..,..11 r.~l1ato4 oviftl-,, f1rat '117 the oll.fcrcae11.t 

of root r1ct1oll.l 'GpOII. all .Tapo~~ooo tr&~~aact1ll&...., 

t 7»0 of W..ua .. vith .aa.r1Ga~~o &114 tho r.at1or.ab of 

other ooUII.tr1eo vho bad froaon Japulae ore41to; 

oocond , b7 the illpoo1t1on of certain export control 

aeaeur.o t hroucb the uU1111 of tba Sholl&hli Ouatoaa, 

vll1oh .a4A UpQooibll tho uportat1oD fro• Sha•gbai 

t o 111.7 oountr-, other tboll. Jo;p&~~. or tho occ"''114 

........ of ~ UpQ-t 1hu of axport tro40 v1th-

out tbo ezprooo epp~ of a ocior Jo;p&~~.lll off1-

c or of tbo Sbonsl>&1 Ou.atou. fhooo Japt.~~~oo .. aouro• 

wro npporto4 b;r tha Yanc roctao: wloh pro~t14 

o1a1l&r rodr1ot1olll 011. buol.nooo tra~~.-Uou bot-

Ohineol &11.4 opoc1f114 foro1p r.at1onalo. 

!he troo•lll& of Japan•• • ..,.4 Chino•• oroUto 

&11.4 t bo ro~l1ator-, aoUon talatD '117 tho .Tapt.~~~eo oro­

ato4 ....,h u.~~.cortoint7 &11.4 ooll.fUI1011. 1D locAl bl"lrl•C• 
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bua111•••, fiDancl.al ADd ah1pp1Jic circlu. n. .,.1,. 

of tlw Ohineee dcller decll.ned aht.rpl)', but atreJ14!th­

ened a h w 41¥• lehr. Tiw local atoolc •rlcet ,.., 

a1ailerl)' affected. 'l'he appl1oat1on ot Japaneae ex­

port reatrictiona .. , expected aerioual7 to affect 

t lw local ·~rt srlcet; >I!Ule :Brlthh, Ao.r1C&D and 

~tob eteaaab1p co~i•• anticipated ..arioua coa­

pl1cat1oua and cl1fficult1ea, ad perbapa tlw coJIPle\e 

cloav.n of Shengbai to their nuela. .Uthoucb 1t 

waa not ent i rel7 clear aa tlw month clcaed to >bat 

extent foreign and Chine" illtoruta and trade 1n 

t hia c i t7 would be affected, it w.a tba oonaanaua of 

op1uion that American and non...Uh l.ntaruta would 

euffer, ..,d ~t ultt..tel)' be eacrifioed to t lw 

Deceaait7 of raaiat tns turtlwr Jepanaae acta of ac-

creaa1on 1u tho Pac1f1o. 

!hue de'l'elopMDh onrah&4owed tba DOW cuato,. 

ar7 Jepauau reatr1ct1oDa CD .berlcan ri&hh 0114 1D­

tereahl t lw coDtl.nuatioD of Japanua e!forh to terce 

tlw lnepectcrate o.neral of Cuato"' to accede to the 

appo1ntaaDt of a Japan••• co .. iaai oner ot Cuatoaa at 

Sban&b&il tba eftorta -"-• b7 tba loDlclDC rec111' to 

l f t lw OhiDell Courta 1D tba lnte,... 
aai'WN centro o 

U onal Set tle•nt; tho recogniUOD of tba llanld.D.c 
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roct- 1>7 the .l.xia powra &Ad their Wlv1111J>c oatol.­

lihll the e&mp&1p launohad bv •h J • ' 0 lpaAII I ae&inat 

the ro....,.ta of tha liow l'ou.rt h buto .1.""7 llh1oh had 

oottlod 1n northern 1t1an&ou1 tho acto of tor ror1.., 

wh1oh continued with aonotonoua troquano7; tha con­

tinued labor UIU'oot and the diatrou &nd a h or)' 00.,._ 

o1onod 1>7 ooarln;: co-adi t7 pr1ooo and &Oilor&l uocor-

II. FOR:iliG!I RI1L.I.!IOIIS 

.1., }UlLA.!IOIIS Vl'rR TIW UlllTI!D ST.AfiS, 

1. J'roos1lll: of Jo.paneoo orodito. The f rou1lll; b7 

the Uni t ed Stateo GoYornment on Jul7 26 of Jap&Deoe 

crodito .... a doftlopaent of hhtor1o !.aporto.nco I!.D4 

far-roachill& al.j;Jdfie&llCo. It w.o woloo .. d locall7 

1>7 .&a.r1COAI and otharo of pr~lod OJCijlOthlu ao 

a 4of1n1to and clear indicaUon tbat tha United 

Statoo intoudo to reolot •ll7 tu.rthar oe&re••1~• mo~ 

whlch - 7 be -u 1>7 Jepan. • It ,., raollud, ho..­

onr . that tho JepODIIO would talcl rott.llo.tOr)' action 

• !Jb•nsb01'• tolo&na Jlo . 954• Jul7 28th. 
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Nld tb&t .Amor1..., eo-rcial a11d otbu illtnooh 111 

tu Sllanp1 ar"' would 1111T1ta1ol,y eu!fn. 

Two dt.To after tbt. 1ll11hd Stateo took act1o11 to 

free•• Japa11eee credit 1, tbt. Japaa••• Coneul O.urt.l 

houad a not1ee to all Japaaooo wUIIill bit jurilcUc­

Uon prohilli\111& all llu1MII tr&~~eacUone witb .Aioor-

10&11 firu and 11141rl4.-lo witbout tbt. upreu approT­

al of tu JapaAell autbor1t1ee. • llla.....,b aa all Chi­

"''' prodllce uhrillc SM•p\ tor ultiate export 

aloroad 11 under 41reot or 11141reot Japaa••• control, 

it ,.., apparent tb&t tbt. r1c1d entoroeaent of tho 

Jepan••• prohibition aca1net tbl tranoaction of bull­

..... with .Aiooricano would 11riov.olt atfeot tbt. llui-

11111 o.f .Aooorlcan firu encacod 111 tbt. .sport o! Chi­

"'" pro4l>ch · J:ot co11hnt witb tbt. prob1111t10il -

uoud. tu Jepan111 autbor1Uoo aloo bNIIIed tu .,.. 

port . witbont tuir upre11 pe .. 1n1o11. of titteR 

oo.od!UII frca Slla•p\ to all oo\llltrill witb tu 

dii~Uo1> of Japan &1>4 tu ooc~iod arlt.o • 

.AltbouP tull retaliatorr -eure• bt.d been 

111 
etfeot tor onlt a few dAT•, a naber of co~lailltl 

..,. ... reoeiTed troa loet.l U.r1C&II t1ra• •o•• bv.o1-

""' bt.d been ac1TnlllT atfeoted. It ,.., tore•"" 
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2 • Japanue rutr1ct1one on .ber1can r!.&hto 

aD4 1nhreato. In pneral, Japana!! rutr1ct1cna 

'llpOD .b!r1C61l rigbh and 1ntarut! which baYa 'b!ID 

1D ett.ct a1Dce tba ou.threall: ot S1no-Japana!! bce­

Ul1Uu re•1D UDCbaDp4. Ho...,.or, en JulT 14, tba 

proceclve rep.rclJJ>& the ebipJHnt troa Sbangba1 to 

Taqhe riYor porta ct "'ppl1u and eqv.ipaent belong-

1~~& to .b!r1can and other Occ1clantal coapan11! and 

national! ,... cbaDgecl. J'er~~~1t! wet be obtained 

troa tba Japanoaa a111t&1'7 author1t1u ao barototoro, 

but actual ah1paanto will 'be b&Dcllocl 'b)' a Japanuo 

tr&A~ortation colll)&DT which will cbarce a too ~ 

troa Ten 20 to Ten 24 per cu'b1o ton. 1" t h1o couec­

tion tba Jo;p&JW!! Ccnoul Oea.oral eou&ht to O"l'baoi" 

that tbio chaD&! ot procaclQJ'! c11cl a.ot ....,. that tba 

Jo;p&JW!! co~ coa.cemecl would operate a co .. rciol 

traneportat1on oeniee. Rovner, tba appo1D.t110nt of 

a Japanue traneportatioa. ooap&DT to bal1cll! ebipaente , 

encl tba obarciDC ot b&Dclli.Dc teu. would M•• to 
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placo tha ohipunt of cooc!.o up rlnr on a aoro ob­

Ticn>.al7 co-oreal 'baolo. 

No aatlofe.ctoey oottlomonto vuo oftoctod of 

pondlDG caooo involving Japanooo lntortoronco vlth 

uerlcan bu.oinooo. and thoro &Pl)aared. to bo loaa dlo­

poeitlon on tho part of tho local Japan01o authort­

u .. to effect a oott leaut of theu caoea, 

3• .lttor.>ted tuatlon 'by lll!llklng of Acorlco.n 

flrmo . Dllrlng tho ..,nth, tho Japanoao-aponaorod 

Nanking regl.oe oought to collect froa Allorlcan rima 

l ocated 1n the InternationAl Set tlement and 7ronch 

Conoeaaion a Tar1et7 ot tax•• tuch •• an income tax, 

an a.JIRlae118nt t.e.x, a etamp tax, and a tax on paper. 

Ilo.,....or, tha roqueot tor pa)'l:lent cf thou t..xeo """ 

not •1cor<nU11 proaeod, and thua for the lfanldl>C 

ro£laa baa not ao,.Pt to eak:l a dofillito h.,.. ot 

thil •tt or. 

4 . Vlolt of Mr. A. M. rox to She¥hai. Mr. A.M. 

J'ox, American cembor of the Stab1lbotlon li'un6. Co.­

ait t oo, opont a veok in Shanghai. Be int o~ioved a 

largo n\llllber of Aaoricon a nd OhlnOIO buoinooa """ and 

bal1ll»ro, and 1a oa14 to ho"o acquired a thorough 

graop of the coll)>llcated ftno.ncial alt.-tion 1n 

Blo •ioit aroueod .,.,h tntoroot, •nd. lo-
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cal t1DIUIC1al eirclea l])eeul.ated aa to tho pr<>bable 

aature ot his reeocaendationa rep.r4Jna Shrtngh•1 . 

5. Celebration or the Fourth of July, The 

Fourth of July wae celebrated by tho American co""""­

Dity in the cuatomary manner but wit h more than ueus.l 

onthuai&IBI, The day waa lll:lril:ed b7 a po.racl.e of t he 

fourth Uarinee, an offic ial reception held a t the Col­

'llllbia Count17 Club, a reception o.t the .t.moric:e.n CluJ> 

ci<ren by the ae:abera of the CluJ>, a baaeb3ll £&"0, " 

l])&Cit.l program broaclc•at OYir t ho local AJ:eriC3l> 

broa4e&ot1n;: atation, and a dinner dance o.t the Coun-

tr:t Olul> , 

6, Eoaauation of American eitizena, Ei ghty-throe 

.t.merieana oailod from ShnJ>Ilh&.1 durint: tho month of 

July. Of thh !lWIIber, 4PJ)ro:d.IO&tely tifty per cent 

nro reaicl.enh of thia conouJ,a.r .Uatrict . .l.ppro:d.­

~»tel;y 2, 200 .t.merlcana , inclU.Unc II()() fil.ipiaoa, ro-

B, REUTIO!lS 11TH O'l'lfi3 C01Jlml!l:S. 

1, G:!Uil.'l' lll!I'l'AIII, 

a , rreed!!G of Japn!!UI cr tdita by Gree.t Britain, 

Pa.rt.].lel action taken by Gr ... t Britain 4nd the Britiah 

/ 
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Doa1111ona in f r eu1at; Japanue 0 ,..41\o •• t'UllJ .,._ 

4or aoc!. b)' tho local llr itioh co-tJ, wblch nl­

comec!. thio olgn of Aag~orlcan aol14ar1t)'. 

'l'he retaliator)' moaaureo tD.kon b)' the local 

Japaneoe authorlt i eo agalnat AmerlOAno were aloo 

ID&c!.e applicable t o llriUoh oubJoota. In conaequonce, 

local llrltlah co~rcial intoroota were equnl l)' at­

fecte4. 

b, Japanese detention of two Br1Uoh coaat&l 

Yea oell. iarl)' in t he oaonth tho J apaneae llilitaey 

authoritiea forced. two llritioh coaotal Yeooele, t he 

S, s. XlltJIG'l'OliG and. the S. s. HILl». lllLL:lR, to unload. 

part of their cargo , In the oaao of the S,S, ~ 

'l'lii!G, the cargo affected. cono1tte4 of textile mer 

cbinen oolc!. b;y the llaDk or China to the Uetherlanc!.o 

Ea1t lnd.iea Government, 'llhich, after con•id.erable 

negotiation with the Jayanoo• authoritiea, fiaa117 

obta1,noc!. releese of t he achintr7. In the caae of 

the s . s . BILl». lllx.:.::R, the Japanua declared. that a 

conaic!.era:ole quantit y of mhctll&neoua cargo aboard 

thio ve .. el •• 4eotice4 f or Cbungldlll: an4 t herefore 

1no1ote4 t hl>t all ouch caroJO 1>8 unloa4o4. • lloth -.eo­

oelo wer e a.llowe4 to pr ooee4 after the cargo in queo-
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t1on, which ba4 been p&11ed. b7 the Sba'IPd CU.tono, 

ba4 biiD unloaded &t SbansMs .• 

2. J'BUiCI. 

& • Oath of allepuoe to V1oy Gonruent re­

quired. of J'reDCh oftioialo, On .Tul7 2 tbe lrench 

.A.IIbao•4or to Chiua 1uut4 ordAro that all J'rench 

cplo:pe .. of J'roDCh Conoulat .. , Councilo, police 

t ore .. , &114 a.dlainiotratin orpni~&tiou in ChiD& 

aut taD an oath or allep&DCe to tbe V1cbl Co• eru­

Mnt and m1ot ouluaU a written plodce to obo7 w1 th-

out queaUon all or4oro houtd b7 that ConrDDent and 

b;r llarobal Petain. Eight d&;ro were allowed within 

which to coll!pl;r with thh or4or, ~· }.JDbeua4or 

._mod that all l'ronchllln !ailin& to ooCIPl7 would be 

.u.pon4A4 fro• dut7, 

b , J.ppoilltOIOnt of new V1cbl Oonoular Ju~. 

llr, Jean Coppill., J.clYoeato GeMral of t he Court of 

J.ppeah ill S&i&on. arr1n4 ill Sb•np•t and. aullllled 

office on JulJ' 2l aa 7reneh Conoular Ju4&e. 

J. ~. 

a.. Recognition by Germo.nY of f'leng regtr.e . On 

JulJ lot the Gel"tllln eonr!llllent announo ed thnt it bad 

• Sbon~:hai '• telegrt.ll ll'o. 9119• Jul7 26, 5 P•"· 

l 
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recopbt4 the Juc Cb1QC-ftl rectme, Dr, 11. l'iocher, 

o ....... Conaul General at Slvengk1 an4 at ou u .. 

Ch&rce 4 1Ai'fa1r .. to the llatiollal Gonrn=ent , •• 

-4 Oha.rce 4 1Ai'fa1reo to the lllllldft& regi8e, Dr. 

l'hcher procM4e4 to N&llld.ll8 an4 1a udorotoo4 to 

ba.,. called u,pon -n.riouo off1o1alo in tbat city, 

RoweTtr, he 1o not lleliond to llAYt f ormally pr.,_ 

..,.toil hie cre4entiala thno far,• 

~. 0, Ziuaer, fo,..r Cborce d 'Ufaireo to 

Rondllraa, ao ..... d charge ot the Otran Go111ul&te o.,_ 

eral at Shangbel , It •• reporto4 that either the 

German Conaul General at New York or San l'rancieeo 

would be aaaigna4 to Shangba1 , 

ll, ArriY&l of Oe....,.n evacue .. from lletherlando 

J)!.at I ndl.ea, On July 10 tbe .t.~ l :Al!U arrind at 

Sba"'ba' nari71D& 675 Garman women and children who, 

b:r arranceaent with the llatberlanda Eaot Indio a Gov­

er...,.nt, bad "been e<ra.cuated froa the !:ethorlan4a ::aot 

Indill, .t.llout 120 dioeoobarke4 at Sh•ngbei and are to 

be nared tor "by the local Oe,... coiOliiW>ity, The oth-

cro procte4ed to Japtll, 

c. Qerm.ll propaenda n.ct1T1tiea. fb.ere baa bee.n 

a ettady influx of Germano into SMn&ba1 during the 

t Shenpal.'• teltgr&8 Uo , 795• JulT J, 2 P••• 
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pe.ot few 110ntb., tho -.lol'lty ot wboa are ~&ento at­

t..ch od to political or pro~da orp.nhatlono of tho 

Ge......, Go•ertUOent , German l'I'Op&candl.oto are extre;,e­

ly e.ct1•o, aDd there hao aho been a noticeable 1,_ 

ereaao in the quantity of Gel'1ll&JI :prope.SI'J1da being dl.e­

otml,..ted in thi s cit y. !he l oc&l Ge......., broaclcaeting 

ot&t1on 1o und.erotood t o han purchaaed equipaent to 

iner eaoe the etrength of the otation to oa.en ldlo-

4. ~· 
Recogni t1on by It&l:r of 1'1a!>6 r ep mo. 'rhe It&liu 

' 
Gonrnment aleo extended recopl Uon t o the N>nldng 

regime early in Julf, ~he lt&llu Alnbauador to Chino 

•hi ted 11ank1ng and called on •o.r1ouo ofticialo, but 

had not for=all7 preaented h1o credential• at t he end 

ot the aonth. 

5· ~· 
a. Local reaction to Jape.n!!•• ..., ... i n the i'ar 

~· The rumor• eurr·ea.t locallr of an imd.Dent Japa.­

neoe """' in the :Far Eaot were "omentarl~ dl.solpe.ted 

bf the resignation on Jul7 16 of the Japanese Cabinet 

• Sbonghai'o telogr811 No. s\19, Jul7 14, l p , CI, 
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&Dol. the fol'll&tion of a now GoYtruaont. l!o....,.er, cir­

cumotanU&l r eporto of Japo.Dooo pr eparat1ono to occu­

py I n4o-<:hina and to materioll;y otroncU>en the ~ 

in WADcburia commenced. to circulate again ohortly 

&fter the inauguration of tho now Cabinet , That there 

•• toae substance to theae rumors •• evidenced b7 

c ertain oigniticant .,.,oureo taken both in Japan and 

in U>e occupied. areao of China. It • • nllabl7 re­

pon ed that a eonoidor ablo mmbor of Japaneae troopo 

had been withdra'l!ll fro• U>o Lower Tanct:e VaU•:v area, 

Ot her significant meaouroo wore tho impooit1on of re-

otrict iona on radio, telephone and. telegrnph communi-

eatione, and on tro.vel bet ween ShansJ>&i o.nd Japan, and 

tho a&le by local Jnpaneae bo.nko of approx1.mat el:v 

$12,000,000 United Stntoo Currenoi( on the Sballg)la1 

110no7 market , • It •• bolien d by low obeernra 

that th .. e aeaoureo por tended. a dotlnito Jap:oneoe IOOYO, 

On July 24U> 1t •• a:u>oUJ~Cid. a t Vich)' that the 

l'ronoh GQyernmont had ecroed to Japo.Deoe OCC1.9"tion of 

certain etretegic air aod. nanl haooo in southern Indo­

Chin&. Thie denl opment aot in aoU on a , .,.tee of 

m•tur•• and eounter-meaaurea which. aa menti oned el s.­

'llhoro 1n thio ...-ry, reacted profoundl:v upon 

• Sb•ncb•1 ' • tel ocr-a llo . 915, Jnl7 2}, l P· • · 

• 
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b. J&l?!neee mill ta.ry ope.ratione. The Japaneae 

military opokeoman a.t Shanghai announoed that Japa­

nell t oreoe in the Lower Yangho Vallo7 ha4 00..,enced 

oper&tiono ap1nat tbe re:manto of t ho !:ow Pourtb 

.lrmy, which, 1t will be recalled, ha4 oettlecl. do"" in 

northern Ki&Dt;llll a.fter fleetnc fro10 Anbwei mere it 

had boon Attncked earlier in the yoa.r b:t Central Go.-­
ernment troope. The Japaneae announced that Yencheng. 

headq_UD.rtere or the );ew ?ourth ~ in nort!lern 

ICi&Dt;r•, wao captured on July 21; that Powni.,.; , an­

other !led t troll&bold in northern Ki"llf:"'· •• occupied 

on July 29; that t he Chinese tcrceo had 11\lftered h eaY)' 

looaeo in killed and wounded; and that the)' expected 

ahortly to liquidate colll]>letel)' the Uow Fourt h Army 

1n that area. T'bece operatione were lAid to have been 

ca.rriod out with Yer:r sllght lotalt to tho J~peneae . 

c . Jftpaneae pressure on Cbi ntat L&rltiDe Cuato~•. 

Japaneeo prt eouro on the Inapector Oeneral of Cuotooe 

continued. It .,. eleerly intimeted to the Iaspecto r 

General that tho J ape..neae r.ould be oatiei'ied with 

notbin& looa than the appointment of a Japanese as 

Com>ioaioner a.f Cuato:~s e t S"nansl'.ai an4 ~ aubatantial 

1ocreaae 1n th~ m.J.mber o! Japaneat Cuot ma e::ployeea. • 

• Shallf;hai'• telogrnm llo . 843, Jul :r 12, ll a. m. 
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I n 811 ottort to tor<>o acceptcco ot tbttt dtJ•aD4e, tbe 

Japaztttl oont1nut4 to vi thhol4 !uDAo troa tbt ll>epec­

torate Oeeral. 

cl, O...ual I, ltepH wcceocltcl 1>z Lieut.....,.t­

Oeeral J. Uahir<>lr:D. Lieute1>a11t General J . Uahir..lr:D, 

Comcaoclor at J~~tto torcet i n South China, vaa ap­

pointecl Cbiot at Statt to the oa,.,..,der-in..Ohiot at 

Japenett torcot in China , in oucceotion to General 

s. l~ Who vao a:ppointecl Co"""'-Dcler at tbt XoroOJl 

U., aD4 alt o a ce=ber at the Suprae Var Council. 

e, .Act11'1tiot ot tho Wan;; Chl.Dc=vei roci""'• 

(l) .bit reco61!i\1on. During tbe tirtt woolt in 

Jul7, IHI'MIIT• ltal7, :Bulpria., IIUDC&r7• l!uNJUa, 

Slo,.alda, Croatia t.11cl Spain oxtendecl rocopi Uon to 

to Jape.n, Who ~· alto be011 e.ccrecll tecl to tht llankiD& 

rocime, appeared to bo tho only diplonetic ropreaen­

tati,.. Vho tormall7 prea011tecl h1a cr eclonthlt durinc 

the month. Tho 41ploDat1C reprettllte.t11'et ot other 

Oonrllllt.lltt, 110tabl7 OerJDeD7 aD4 lte.l7, atU>ecl to bt 

toDnbat rtlu.otct to toke th1t final ttep. II> 1!011-

kbc, the ho])l vu exprouecl thAt tho T1ch7 0o1'0l"IIJI&I>t 

would alto ahortl7 oxtm4 recop1t1on. In 1'iOV of r .. 

..,7_ ... 0 
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oct 4enlopcenh 1ll 1114o-Ob11la, ouch a ohp 1o IIOt 

l.mprobablt, 

H•nklng anA Japenoeo-cont rolle4 nevepapero were 

Jubilant. !'h01e po.bl1eat1one 4oelare4 that the :ru­

killc regia W ""n 11ltornat1onal. recopiUon; that 

ita power anA pr .. up hall. been cre&tJ.T tnlwlee4; tll4 

that the 1bor4or recU>•" e.t Ohungldng had 'been de&l t 

a mortel blow. Numorouo ot&temento vere mado re~­

in& thie ennt b:y Y&riouo off1c1&lo at Nuking vl!o 110 

doubt 4oriYe4 ooae aat1of&et1on frcn th1o ouMen opate 

of reeogaitiono, IYtn thongh oome of the OoYornaento 

eo:a.cerne4 , ro.ch a• the Oo•ernment ot Croatia, vert 

Yor:y r ecent oree.tiono of the Axie. • 

'rhue vae cont14orBble opeculaUon e.o to Juot 

what concrete benofi to voul4 e.eerwo to the llank1ng 

r egiM ao a rooult of thie 4enlopcent. lt wee 

theU&ht b7 ooao oboornro thet .lll'bao...S.Or lloll4a1 o of­

forte to 1nduce the Japan ... Oonrnaent to CiYI croe.t­

•r eeonoa1e &n4 politice.l &uthor1t:y to V&ng Oh1nc-wo1 

would reooiYI i~~p~tue from Arlo recop1tion of tho 

l!&nkin& rec1Jto. lloWeYor, tho recent .Taponooe Ca'b11lot 

chezlgoe U7 r enU 1n mo4if1eat1on of the 4ocio1on 

oa14 to haYe been rocched 'b7 the preee41nc Ca'b1not to 
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Cin I!IUik1llc creator autborlt;r. Jluothol'IIOro, \be u­

proedq outlook tt.eiq Jape ao a roiNl.t ot \he :per­

Ual Ulpoo1Uou ot l&llcUolll 'b;r \he 171lHo4 Stotu, 

Gr._t Jri\aia All4 \he l!o\horu..Ao ._, IJI41oo ~ 

torco her \o bol4 All4 exploit to \he u•ot all li'&W 

~~&terialo .,a ~~&rlto\o ill occupio4 China, All4 ~~q ..n 

her roluc\ct \o pe1'111t &ll7 oul>otllltial oconoaio co­

\rol \o puo trom her lwl4o ill\o \hooo ot 'o'IJlC Chine-

wei. 

(2) :&o\o'blhhHd ot hcitieation AM• Oono14-

oral>ll pQ))lici t:r vao Ci"" b;r \he l!&llldnc-courollo4 

pre11 \o \he utablhhaent ot e. PAC1t1o&Uon u.:,, 

wich it wao 4oolaro4 wcul4 gr&4uall;r paoit;r the terri-

\oriel UA41r tho uomillal Jur1141c tiou ot llanJc11lc &ll4 

br1Jlc about ""ulUIII&\1 v1\h4re.wal ot Japa11111 \roopo 

troa Central ChiJla, It wao ropor\14 that pllllo ha4 

been 4r- lql tor \he ton:ation ot a l'&olfioaUOA J:ntr 

111111bor1Jlc 500,000 Mil, to be pe.rtl;r ottictro4 b7 Jape.­

nue. It we further roporte4 that \ht lolll ct 

Ten }00, 000,000 rtctiwl4 troa Jape wae to be utlli:o4 

larpl;r tor \he parpoot ot re.h11lc All4 oqo.lpp1nc thio 

&riiT• 

(}) !aaUon. !ax rtpruent&Uwoo ot \ht V...lrluc 

_._ __,_ e.ctiwo 4v1nc Jul7• !trotctoro, 
r•.- were au • .....,...., 
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.&Mrlo ... .- o~er OccU•W tlrae locate4 u ~ 

Intei'!IAUOIIal let U•ct 8114 ~ Jrenob eonc .. oiu 

haft net been d.lrectl7 approacbe4 117 ll&llld.~~&'• tu: 

acenh, el~oucb for lOIII u .. OooUon\al tlrao ~~-. ... 

been pqlll& cert&.in tauo to ~ lloalcbc Oonool14&to4 

tu Jurean, llhich baa otficeo lA the Interna\ionel 

Se tUe11ent. Howner, cliU'i.DC JulT, .AIDerlc~ &D4 other 

forelp tlraa vere requu- bT ll&llld.ll& ~ orcrllha­

U oDO to pq a Yarletr of t&D a, u "ea\1ono4 elte-

-.here lA ~· report. Ponlblr tben roqu .. ta ver o 

IIIlA• to Occlclen\al tirmo lA error: but i t lo 100re 

llll»l.T that lle.alciJ>& t eelo ito potl Uo.n bat been oo 

atrenc~eno4 by .uio recognition 8114 proaloo4 u-

craut4 aupport from Japan ao to varrant an attnpt 

t o force collection of t&DI from .AcoricaJ> eaA other 

torelp nationalo. 

(4) J'orcible aelS\11'1 of uremloea of Chiaooa llat ... 

wan' .t.aoociatlon. On Julr lS~ 1!n !ch& -h 
aoela\14 bf Ja~eoe lA PlaiA clothll torcl'blT onterot 

8114 wok oYer ~· praloll of the Obia .. a llahpqer•' 

.booolaUOD llhioh 11 looatt4 in ~ InteruUonel lot­

u-t. !l!le prul••• ..... npty aJ>cl h&4 not bo• 

uat4 tor 10111 tilll• SaYeral al8llar attiJDPh h&4 beon 

uAa predov.elr. but h&4 ,.. , been 0\lC .. nhl 4111 to 

'>"'8 .... 
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the lDterTOnt1on of the Sbencbo1 ~1c1pol Police, 

Bowner , lD thh lDot..,ce U h Wl4oretoo4 thet police 

lDternnUon vao Toey hol!-hoartet. 

( 5) :E!!orta to lDcroaoo c1rC11lat1on of Central 

Reoer..e !&Dk noteo. Strenuouo e!forto to 1ncrecee 

the cirru.Uon o! Central RtllrTI !&Dk noteo vert 

contlDueA. !he tvo Chintoe o>tmbere c! tho Sb••cbd 

ProY1o1oll&l CouncU ldlo are a!!1ll.ate4 v1 th the 11..,.. 

ld.JI& resae elldt&Tored. to 1Dduce tho Council to ac-

cept thooe noteo in pe,JJ~oot of IIIIA1c1pol tueo aDd 

alto to 1nterpooe no obotacle to thlir h'ee circula-

t1on in the lntornat1oll&l Sett1omiJit, • !hoot effort• 

met vi th no eucceoo, but no 4oul>t renevet -preooure 

vill be exerted. lD due couroe to !orca occe-ptanco of 

thooe noteo in the lllterll0t1ollal Settlement . •• 

C. .IIEL.U'IOIIS o:r A GJ!D!!I!T. ~IOIUL CIW!AC!ER .• 

Portlip troop• lD Sb•nf"•l , On Jul7 1 the to1-

lovins tore1sn troopo, exclue1n ot JapMell, vert 

reported. to be in Sbansl>ai: ••• 

52 o! !1coro 857 olll1ote4 11111 

ltaliaDI 6 otficoro 215 elll1ote4 aen 

Jrench: 25 ot!1cero 1,045 onl1oto4 m011 

• Sbe•sb•l'• t elecram No. 825, Jul7 10, 10 a.m. 
•• lhancba1 '• te1ocram llo. 880, Jul7 17, 5 P••• 

••• Shon£b•1'• telesr .. No. 8}7. Jul7 11, 2 P••• 
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III. IB!EBNAL POLITICAL J£TIVITIII 

J., lU.TIOIULa 

J , PIIOVINOULa 

0, MD!IIOIPALI 

(Bothinc to report) 

(Bothinc to report) 

1. Veotern Diotrict& flDanciel an4 eAminiotr~tiYI 

u.ttere. llot;otiatione contillu4 thro'Cicj>out the 1110nth 

'beween repruenlatine of the llhen&l'd Pro'rhionel 

Oo'CIIlcil an4 the 8pec1el II'CIIl1c1pel11;J of ~~~>o•&l'•' re­

£lU'41nc fillanciel &114 elmilliotratin aattore ill the 

v.etern 41etr1ct. !he Yexatiolll queetion recarAinc 

the collection of ll\lllicit el tax .. ill the vutlrn 

e.xtr ... aettlement roa41 area an4 the .. ta'blilholent of 

a ReYIIlUI Oftioe for the collection of wch ta.xee -• 

the nbJect of protracted nocotiatione. loae proa:r•" 

11 un4erotoo4 to han 'been maAe, parlioularl7 vi th re­

pra to the quetion of the liceueinc of e.uto .. 'bil .. 

uinc the roe4e ill the veetern 41otr1ct an4 eleo 

theM ill the Internationel S.ttle.,.l an4 the hancb 

Oonceoeion. 

2, Veetern Dietr1cta geablinc. l!forte were 

u4a 'b;r the Oo11111101oner of the recentlr-creo.te4 8pe­

c1el Veetern D1otr1ct Police force to ~reel the 

/ 
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nlllleroua pabli~~& eat&bl ialuoenh vhl.ch han nov­

hhed. ill that d1atr1ct. Rio offorh en Yitb aoM 

oucoua. 'nle ma,lor1tT of theao c~blinc utablioh-

menta vere rr.14ed. !'lld. cloeed 4ur1nc tho month, l.l1d a 

larce n1111ber of arruh vero oftoeted. It 1o 

WICertain, howeTer, llbether tho 0oiCII1at1onor 

Yill be able to keep tho ao oatabliohlnonta cloaed., 

ill T1ev of the lerce rennuo der1Ted. f roa tbia 

ooureo by eertaill 310verf11l illtoruta. 

3· 1'orror1•• Acta of hrror1u continued vi th 

1:10110tonoua fl:'equancyl 

On July l a Ohineae OI!IPloyeo of the Japenou Oen-

daraor1o vao aorioualy vol1114od by canmon. 

On July 6 a ...,.ber of tho Japaneao Lan41nc Pl\l'ty 

vee ohot b7 Cbineao torrorioto. 

On July 8 a foraer :ocller of l!ODlc1Dc1 • Jpeclal Ser­

T1co Corpo vu ohot dead ill h1o hoM. 

On July 16 a Ruoalan police offl oor of tho Sb•nr;Del 

lfunicipal Police vao r:mrclored by an anlcnovn aaaailant. 

On July 21 an ottioor of llrN'.1ntl1 t Peace Protena­

Uon Art~)' vat aaaaninatecl. 

On Jul;y 26 a Japenoao bluoJIIGktt vat mortally vound­

ecl by an unidentlflel aaoaaalll. 

• 
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On Juq Z7 a J&pAMaa aoldhr waa ahot and tat&llT 

wOWidad 1l;o an unknown cuuan. • 

s ... of theae acta of terroriae, particularly 

thoao 1n which Japanoao were killed or wounded, re­

aulted 1n the aoarch1ng and detention of both foreign­

era and Chineae 1n the affected t.Maa, tha cloture ot 

bridcea acroaa Sooehow Creek, aod t ha adoption ot otb-

er r t.co.roua meuuree. 

•nt 1n tha labor s1 tuaUon cluri.JlC tha JDOnth. A aet-

tlo .. nt W&a effected Of tho Co ... roial Pritt etrike 

inYol YI.JlC ener&l thouaand em:pl<>70ia. Bowowr, eo<r-

eral hundred Ch1neae oepl<>7ed by one ot tha large tor-

oign apart .. nt houaea went on etrike. 1'he1r do1100de 

were reprdld by the .......,. .. nt u ao unrauonablo 

that it announced ita intention to cloae tho apart~ont 

hou.at ..,d ao adThtd tenanto, :IGJ1)' ot whoa lOOTed out. 

Chinooe Courto 1n the IntomaUon&l Sottlcont. 

Altho\l&h no oyert •o'"'a wore ll&dl by tho Japo-o 

0011 or the Wang regime to aoi•e the Chineac Courta 1n 

the Into~tion&l settloeont, ral1tblo priYOtt adYicaa 

indicated that tho llanking rogue wu determined to 

• Sben9'•' ' • tolograa llo. 969, July 29, 5 p.a. 

--~--------------------- · . --

r 
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blol Oftr tile Coarta. • llqor Chen of the Special lm­

n1e1pal1tJ of 8lwl&l>a1, who h o.cUnc on behalf of 

llaaldnc 1D tb1a aatter, wu atront;)¥ ur1ad, 1Dforaal.IT 

end unoff1c1allr , to Bake no attempt to· oe1to the 

Cou.rto. It •ao f'ul'thor po1nted out to hu tbat U11 

ouch arbitrary act1on •~t oor1ou.)¥ dhturb peace 

and order 1D Shand>a1. •• 

V. lWICO'l'ICS 

(Kothtng to report) 

VI. CCIOOlRCI.AL, ECO!IOIIIC AND J'llWICI.AL 

J.. Joretsn Trade • 

.lccord1Dg to Cu.tomo returno, uporto 1oto Shant;-

ha1 tor the a onth of June wore nluad at 10ld uo1 to 

22,700,000 , a decNaoe of 13 per coot u coapartd w1th 

the ..,,.tb ot Jlq. lxporto Mounted to w.c . $.215,400,000 , 

an 1Dcraaoe of 9 per cent u colll]lUed Y1th lleir • 

Iaporta trca noD-TeD-bloc countr1eo eaouoted to 

U. S. $14,075,000, a decreaoe ot 12 per cent. 'lh8 

Br1thb laplre ou:ppl1ed 32 per cent of thoeo 1mporte; 

t be Un1ted Stateo and the Pb111pp1cee COliiiiOJIWtalth , 

32 per ce11t; the l!ethorlandt Eaet In4.1u , 16 per coot; 

• fPt•n£b•''• telegre.e lfo. 634, JW., 9, 4 p. a. 
u Shont;)!a1 I a ~alocrM No. 944, Ju:IT 26, 1 P••· 
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l'rench Indo-China, 12 per cent • and Oe-·- • • ·--v' .. per 

cent, 

Shanghai' • oxporta t o non-Yon-bloc countriee 

aaounted to u . s. $10,339 ,000 , an incroa11 of ?. 5 per 

cent , of which the Rritieh Empire took 48 per cent; 

tho United Statee and tho Philippine• Coaoonwaelth, 

35 per cent ; and the llethorlande Eut IccUea, ? per 

cent. 

I11p0rtt fro• Ten-bloc count riea ....,unted to J~J>­

aneao Ton 6,996,000, which wu alicht~ lower than 

recorded figures for !ley. Export. t o Tor>-bloc coun-

t rioe amounted to local Toe 26,321,000, an increaoe 

ot 29 per cont. Howonr , beeauao ot tho outbreelt ot 

hoatilitioo between Germany and Soviet Ruaaia, Sh&n~i 

ahipoonto to the Xn.ntung Leuecl Territory 1c J~ are 

expected to regiater a ah&rp decline. 

B. Kxcbenr and CurreD.Cl• 

Tho Shanghai open markat foreign exd>an;;o r•te• 

fluctuated conaidor•b~ during tho month. Tho open­

ill4 rate on J~ 3rd was s-13/32 conh Un1tod st .. toa 

Currency, and aft or adnncing to s-7 /16 on Ju~ 17th, 

dropped to a low of 5 on J~ 26th and oloaed on 

J~ 3le t •t s-3/16. 
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Japaneao banlal in Sb•ngh• i told approx1mat•4' 

U, S, $12,000, 000 du.rl.n« tho tirtt throe 'I'Otlct of Ju.4' , 

apparent4' in anticipation of .boricM tr .. •in« 

moaouroa. 'l'he fr••• 1ng of Japtnote and Chinoao ero&-

1tt in t ho United Statoo on July 26 tbrow tbe local 

ll&l'loot into ~at confuaion. llatoa declined rapidl,y 

due t o frenUc conrl.nc 1lY opacv.laUYO t borh. 1!01'-

•••r. when the l!r1tlsh f ree11nc order wu announced 

i n Sb.on;sba1 on July 29t b, tho local I:IU'lctt bad becono 

tomowbat celmor. Uercbantt wore , 1.-n tull oxcbango 

coYer 1lY the fourteen 11cena1ng bcnkt either in 

United St a tu dollar• or t terling. '1'he local !roe 

otorl1ng parity roae to approxtoote4' u.s. $4 toward 

tho end of tho month, ao ea.pered with U. S. $3. 91 a t 

tho beg1DD1ng or July. SpaeulaUYO t r&.DeacUons in 

oxchazlce , aoide frca tho • tot-off" of outotandinj: 

contnch, ban been coaploto~ tuaptndo<l ea a rooult 

ot t ho troO&l.n« order. 

Sh&JI&ha1 coneral • toclct and rubber tharot 

olu.ped following tho trco1ing ordert , tome oharea 

loo1ng aa .ucb aa 25 par cont. HowtTor, t ho =ojority 

of thooo tharta roconrod towar4 tho ond of tho aonth. 
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Japaneoe a1li tat, ocr ip wao quoted at &rOUDd I!. C. 

$2. 36 durin& the month. The Central Reaorn l!enJc of 

t he Nanking regi me announced ito not e io oue on Ju~ 19 

ao C. R. B. $73 ,000 ,000, eocoparod with C, R, Jl, $48 ,000 ,000 

at tho beginning of Juno. 

C. ln4uatr1al and other oeonoDie dneloenh. 

Tho coot of 11Ting index for Chineoo in4uatr1al 

woran in J~ rooo to 800. 32 , an increue of 5. 6 

per c ent oTer June. 

Sh&D&ha1 collltl041ty prieoo advanced otea41~ du1'-

1Dc the f1rot three weeko of Jul,r, but rooe yory 

oharp~ after t he tro011n!l order ioouod by t ho Uni t ed 

Stateo on J~ 26. J. renewed trend towarde eo1111110dity 

hoar41ng wao not iceable at tho and of tho month. I~ 

port er• 4.14 not eueel ordln, but on the contral'7 

in oolll 1Dotancea 1Dcreaood thea, 1n at>UelraUon of 

export reotr1ct1ono abroad at>d an acute oh1~pill& 

ahorta&e• 

Tho export ben enforced by t ho Japonooo t hrougb 

the medium of the Sh&D&hei Cuoto"l on fifteen como­

dit ie o ie like~ aeriouo~ to atfect Yarioua induo­

t r ial ontorpriooo i n Sh&Dgheio W&nutacturoo of metalo, 
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chea1cala. eyea and J*1nto, and rubber soodo repreaent 

a cono1dorablo pOrtion of Sban&ha1' o oxporto and are 

likely all to ba affected by tho export ball. llortl>-

natoly, cotton 7&rn and piece aoodo, which represent 

nearly half of Shanglla1' • exporto, wore remo ... d from 

t he Hot. It alloul.d ba noted tbat the ban dooo not 

1nclu.do t he princi:pal 1taao of ShaDabai'a oxporto to 

tho United Statea, au.ch ao briatloo, tuna oil , and 

~· a1lk. !he onlf item affected ia cotton waote. 

BowOYer, there are a nUII'ber of .I.Mrican firoo engqed 

1n tho ~~~&~~u.factu.re or d1otribut1on of motalo and ..,... 

ch1noey, ehem1ca1a, eye a a.nd paints, and theae firma 

taoed1attly oxporioncod difficu.ltioo in offact1na 

the export abroad of eu.cb CCDIQd1t1oo. 

800 
US.il 

Yll. C&!iG!lS Ill l'ZRSOI>M:L OJ' 'I'EE 
U.'n C!!n.'O-Il:I !!£Gill!:, 

(Nothing to report) 

VIII. J.IISCELLA!Il!OOS 
(Not hing to report) 

COpYibJI9-l7-4l 
brb 
wee 
ob 

287 1 

Regraded Unclassified



( 

( 

c 
0 
p 

T 

In reply refer to 
EA S4o. 51 l'ro&en Cred.ito/21!42 

DEP AP.Tdn'T OJ STAn 
II.A.SHUWOJI 

!be Socret&r7 ot State ? r eeente hi e complt.Anto to 

the ilonorablo the Secrot&r7 of tlle 'l're(loury (l(ld. traoo:>ita 

herevitb copioe or tbo parlqlbraee of a telecra:a !roa the 

Ataericon ConoUlate General , Ho.rbin , China, dated Aucu•t 2, 

1941, concerning tbe be&ri!lf> ot t he l·:(lDch\lkuo ! rouins 

order on traneaction• in t hat country, 

l.ncloeure: 

Paronbraoe of tneu.,o tro:a Harbin, 
~t ?. , 1941. 

/ 
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rllOlh Aaerican Con..Uate General, llo.rbin, Cbill4, 

D~: Aucuet 2, 19~1 , 11 a.•, 

American aiesionariea reaaued their !unda 4tpooite4 

in banlcl before the :-\anchultuo freodnt order 'beco...e effective , 

A;gparontly, A::lerican cOIIJ>IUiiea had aufficitnt tundo to totet 

t heir p&TrQ11a tor July, and ~ruiaaion wno , ranted to a oub-

a14i&r7 of the Britioh AaericM 'l'obacco Coll!)t.Dir to v i thdra>r 

tor i h p~lla upon turnlah1Dt eYidance, !ale International 

H&rYeeter Co~rBtion r egarded ito depoaita i n the country 

(MOunting to 1110re than & 1111lllon local dollaro) aa vtrtu.Ul:r 

blocked, Jovtah-ADerietu> fir"' mootly had ovordr3ofto, The 

authoritiel are not preaeing interference ~ith Aaerioon 

buainua aen, but J&J>"" and the Un1tod Stat11 ..... beinc 

watched.. 

'l'hic telecraa 11 be1ne eent to ? aip1Qo; r.!l4 ! oqo on4 to 

tbe Deparh•e:>t, aDd repeated to Sbo..aal>ai u d ~-iL&. aA4 

by 11&11 to Dairen aD4 llutden. 

OOIJIWIY 

:U:VCL 

COPJI Jba - s-6-41 
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IX::l'AiiTWBllr OJ' S'U'!'E 
lraoh1nc~on 

In reply r.rer to 
St. 811o. 51 J'ro10n CredUa/28}1 

the Secretaey of State pr .. enta hie cOIIj)llatnta to th• 

Honorable the Secretary of tho 1're&IUI'y and tran..,1 ta hareri th 

copUe of the paraphraoo of tolegraa no. 59, elated A-ncuet 1, 1~11. 

from the Aaor1can Consulate O.nernl at Hankow concorn1nc !roos1ng 

roculat1ono which ban be•n hsued thoro by t he Japanese Consulate 

O.neral and tho puppet aayor o! llanl:ow. 

Paraphraoe o! no. 59 !roll llankow, 
Aucuat 1, 1941. 

Ccp)'lll 8/6/41 
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rROIII .berlean Con101late General, Banlcow, ChlD&. 

W.'l'il: .l.uguot l , 1941, 2 p . ll. 

lfO. I !7'). 

Var1oua tteeslQ£ r egulations wore losuod on the }Oth ot J~ 

by the PIIPPtt •yor ot B&nkow and the Consul General of Japan. 

r .. pecUnly. .1.11 warehou o .. and fir=•• l.ncludla& Jo,paneae onea. 

were at the - t ime picketed by pla1nclothoa police and the DOYe-

ment of all goode tbua pre.entecl emept thooe tor 11h1cb local. 

Japo.aeta or Chinoae authoritieo are to grant perslto. :Beeaute ot 

( the abtenc o of tcre~&n trade thh p1cX.t1a& hat not up to tbls 

, 

Umt bean Yory eftacUn, except ln tbt oaooa ot Chine.. 11ho are 

hatt1ly reaortn& t r om :Br1t1 tb -.rollout"' O&r&O and peroonal belong-

1c.&• which haTe been atored there for aoae t1ae. 

:Br1Utb, AMr1can, Japaaeoe and other e-n1eo ha,.. wtoro4 

onl1 a i nor 1neonnniencea. '1be !Uncle ot Br1t1th eoncorna mleb u• 
clepot1 tad in J~ese bankt are blocked. on. :Brl U tb are enclraYor­

la& to relien the situation eauted by their own t reeslng order• 

11h1ch prohibit t ho withdra..al ot tunclt troa aeeounta h their banka. 

Tdograa bo1n& aent to tho DoportiiOnt and repeated to Sh•nob•t. 

SPlK&R 

l:I.:VCL 
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DZPAJ\fi!E!rr or S'rA!I't 
WASHI!1G'r0ll 

tn repl y refer to 
EA S4o. 5l Froren Credita/ 2836 

The Secretary of State pre sent• bia c~~li:e~t• to 

tbe Honorable the Secretary of <he ~r•a•U%7 and tranaaita 

barav1th coplea of the :paraphraae of a )>C f tion or a toleuez;~ 

received froA the Aserlcan Conaulnte Genorrl at Centon, 

dated Au&Uat 3 , 1941, concernin~ eountor• • • auroo which nre 

being taken by the Japeneao en1 llW. lna rt&lao ~nlna t tho 

Uni teJ Statca •nd !lr ithh block in£ of. fuA4a, 

tncloauH: 

l?araphrl\te of no. 43 !roca Canton , 
J.u&uat J, 19111, 

~9·> .... -

., 
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J!!OM: J.aoricAA Co110u1ato O.w&J., 0011ton, Chi.Da. 

DAD: Aucuot 3, 1941, noon, 

It haa boon AADOiliiCed bore that cOUDtoraeoouroo aro boinc 

taton b;; tho Jape.aooo AA4 II&Dlcin& reciao aca1Dn tho 11n1to4 Statoo 

&D4 Br1t1oh b1ockinc of !IID!o. It 1o ntcoooarr to obtalD a 

porait from tbt eilitar,r IQthoritiot of Jap&D 1D order to ~oTt 

aQT carco to or froe tht conceoolon of Groat !rit&in. It doto 

not eppoar that any action baa been token againot forei~ banko 

~rattnc in tho oonctooion, althouch it io undorotood that tho 

Chiuoe aro wbJ toted to a tbnrouch oaarch1DC in ordtr to prtTtnt 

tho eoTtsont to or fraa t ho Britloh concoooion of oubotantial 

aa01111h o1 aonq. 

!I.:TCL 

~--~~--~----

• 
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Secret~ o! State, 

Waohi~~&ton. 

PI.Alll 

Ro~ loQ& <ria NR 

Dated Aucu•t 5, 19~1 

Roc ' d 4: 25 e .m., 6th 

By N:eruUD.C order llo. ~75 of J•>r11 211, 1~, to 

1::1clu4e radio psno, lion&ko•c GonrDnent ">Toh ib1ted ef!ectln 

July Jl their 1m~rt~tion except by lie•••• · To conaer<re 

!rltith f1Ck~cial reeourcet, 1\centea under tbla order h&YI been 

1n prllctic o hauod onl; to importa f"om aterl!os bloc coWltritl. 

Sent to Department , r epeated to Shaoghai. 

ehiC091 
6-11-41 

:B!!UINS. 
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1faabington. 

290, Fifth, 

HOllO !<ONG VIA N.R. 

ll&tod Aucuot 5, 1941 

Roc' d 3130 p.~. 8th 

Oonrn11ont order No. 897 of J ul,y 31, l'Xl, :>].acea 

Hone Kong in the sterliDG area and oxtenda financial 

roatriction, formerly applicable only to !ritieh eubjocte 

to all nationalities . Those resulationa roatrict the 

erport, aelo, transfer or by~othecation of eeouritioo and 

•"'Power t ho Governor t o roo.uiro pey rea1dont of Hong Kong 

to aell hh foreign c•J.rrency or au l.Gn hh foreign bank 

bal.allcoa to the gnverruoent at coverMent cotablhhod nricoa 

and to report his socurit1oa. GOYornor aey reatrict b&Dka 

opou.Uona i n con.owctlon with coloeyo ontty into aterling 

bloc. ioroeoing beca::e otfoctl'fo horo Aucuot 2 inclusiw. 

Go•orn.ont Q.U::'i'l!l eontaininc abo1'1 ord.ora fo,.ardecl. lrJ 

air mn1l. Order No. 915 of A~tst 1 ~uthori:es seizure 

and forfeiture to crown of currency boin& tranomitter tor 

beno1'1t· of enemies troa foreiGn countr1et to ether countriet 

outaide tho coloey. Sent t o the lleportmont. Repeated. to 

DJD 
Co~:bJ:8-ll-41 

l!!'l.JI:l;S 

..,9_ ,.. ;) 
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Secretary of State, 

Washington. 

190, Fifth . 

PLAIII 

Singapore 

Dated Aug. 5, 1941 

Roc ' d. 8:45 a . m. 

Irving Trust Company, !leu York hns cnbled 

Ov~rsoas Chi nese Banking Corporation Singapore that 

rooont rogulnt1ons hnvo frozen lnttor bnnk 's accounts 

in Now York . c~ntrollor of Foreign Exc~ango aasuros 

me that this bank is considered British , hns ita head 

of~ioe in Singn;.ore where it is incor?orated, and that 

it, ns is the case with o•tcn local brnnchcs of fires 

in Chinn, is subject t o Mnlnyan freezing rogunltions 

236 

only ns rog~xds its accounts with fires or indivi duals 

rosident in China. RolinblJ inforood thnt over 96 per­

cent of stock o>mod by Malayan residents. Freezing and 

oxchnngo ocntrol regulations offoctivoly preclude possi 

bil1tY of util i zation of Malayan asaots by owners in 

China. Subject barot would appreciate Department ' s na~ 
a1atnnoo in securing unblocking of its nsocts i n New York 

1~hioh nrc used primnrilY to nnr.nco rub'.:lcr shipments from 

Mnlnyn t o United States. 

PATTO:I 

Regraded Unclassified



·-· ·-.--- ·- 'II_ ... ., .... , ·-

,_, II I lt• .......... , ........ , 3 I PJ, 

... ,.. ....... •• 1M1, • , ••• .... ... 
.......... 

A a.lP · PI• et the ..... ,,.. __ "' -... llltawt w 

... ... 7 UteiNte ... at--.U.. te •• p sst t11ot 

' litE ~-- Ia ... tl1 JN 9 '118 .._lU., tt t11ot 

ata=t -a tU. a a nr '' •• 1 .. .,. "" pltt '-lftl 

&a t10,oae,ooo ""* ...u-. ,.u ...._ ,.,, a 1a 

... felll· 1M l 'ast a ou Clr u s lt ..u tt-. 

...S.twlJ ...... la ....... Hlt ., .. , .. , • ., . 

...U. a,...., Yldt Ol.Uu l'ellll .. , .. ,._-. 

.._...... MW 7 It Jlftltalta te ..... , .. tUlt tt 

e.n s •a...rnl'tJ'~~ . ftla .n w ., .. , .. t• ,.uutal 

...... , . Rtlblllt ...... , llllllaatt thet tPIIt 4a117 ••t-
,.. .. -~ante te 10,000 lluftla, f?lla .. .,.. ..,_, 

297 

,.n•• • w•u• .. ..,.. •• ~»• tau '•• sunrtwttlJ ... , ..... 
3JtU ,.S IPNtlft tilt I'JIUt 1fbllll 1 ia ,...,....,.. 

• -. _. .. lll'l~ J ,._. .. ,.,_, u .... ote t11t 
. ~ 

-.stet ..... .... .. ..,... .............. ,. 

ut U. tM .. ._ M: MS~UeTUal u ... aPilt. 
• ,:, IM t~ JS 

.... ....,. ........ 
J 

L 

• 

Regraded Unclassified



fO I 

DA!I1 

10 .I 

AMrU.. Ooulll , Bare-·- .... •-,.. . .... ~ .... 
Aucllo\ s, 1141., t p .a. 

as. 

tlle 11\a\a Depu\-\ haa a non 1nt.ar .. \ 1n \he 

rep or\a4 aa.1e of \lie li!U:I Holw t.o \ he !lpulall Gonn­

••t 011 llODQp017 Ud I.Ator•Uon OODOOI'Dlll(l; \ hie \ftJIO• 

~\1on 1o U~"&On\17 requoe\e4. !be ~\~ Hel ena llll\11 

reoen\17 of Pe•ee•ntu r osto\1'7 , 11 a 7 , 175 doe!wo~\ 

t.oa \&Alter, ~ olnoo llla7 21 or \1111 70u 1\ !leo boon 

171118 a\ Pol'\ Al'\llur, hzao. ! ll.h boa\ - • rasht.arod 

1n t.M - of CoepanJ.a Pr1MN • • llen&eo1on, l.\4 . , 

who .. prot140II\ ud pr1Jio01pel owner h a llr. Jou1faslu, 

a Greek. Aeool'41111! \o roUeblo repor\1 llr. Jou1fo«lu 

1t 1n Jail 111 e.roolona. 

!be CAMP SA llno ( Coep~n1e Arran de \ erie d.ol llonopol1o 

de Po\roloo, !1. A.) had ollar\ero4 \hie boa\ f or \ brae 

\rlpo. !!ie preoe11\ \1'19 oat \he leo\ 0111 . !'hero wore 

te'feral. reaaono for 1\t n.o\ l tPY1118 Por\ Ar\llul' , ._,. 

\hoe apa14 lllllo , \oo •o\oro end ore• \rolllllo . 

Pepore \o oloar \hie n u ol ooro no\ roquoo\od for 

ooee \1M, olnee t.M _.\ar aboard \he boa\ , ropre11n\11C 

llr . Joeo1fo«lu , \ he own-r , 4 .. 111104 t.o rel 1Dqu1all \he eb1p 

\o \lie new ••\or, ropreeonUns \he OAKPIIA 1.1no, ptii41A& 

\be r .. e1p\ of approYal or \he now arrensnen\ troa 

Mr. Joet1fe&lP· I\ oould appear the\ a ll tho e t t or\e aedo 

\oo~ th1e end eYe1le4 noth1QS. 
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U WU Hpoi"\M \lla\ \ho OoYaa .. \ Of !pala ftl \o 

ban \ho anh\aaoo of \bo 'hao 0 11 CollpaAJ' 1a \bh 

p.,..._oo, aUboo•&h \be 1afo.-U• wtUob " ... llan 'OOIIU 

1J141ea\o \ba\ \hh OOIIPAAJ h 110 loilsor 111 \be plO\IIH, 

bu\, b ... Yor, \ba\ Cap\aln !orkll4 ft1obor, who wao foraorlJ 

w1\h \ho 'hue Co11PAJ17 , o\111 llao an 111\oreo\ 111 \ho ouo 

aa4 11 por~o direo\11 oonoomod wl\b flll&noln& \bo ,...,. 

obaoo of \ h 1o boa\ . 

!bo Depar\llell\ boo boon lnfol'lled bJ \bo AMr1oaa 

Ulla11ador 1a l'aaaa \ho\ \bo P•ua•nlan Conwl Gonoru 

1a ••• Orleano h 111 rooolp\ of a oablo troa tho I'OIIOMII1u 

Coaoul 111 Jladr1d, cla\o4 \bo SO\b of .!UlJ, 1Hl , 111 wb11b 1\ 

11 o\a\M \ba\ a ooa\I'M\ f or \ho .Uo of \hle lbip \o \ho 

8paalall Po\ro1na .. nopolJ wao ·~·• ln hh preoonoo aooor«-

1ac \o \be proY1ouo aut.bor1aa\1on of \he M1111o\rJ of rlaaalo 

of , ..... , u4, tur\hor , roquoo\tns that. ho oo-ru.oa\o wUb 

\bo lpaa1all Co111ul a\ •ow Orlean• 1n or der to offoot \bo 

traDofor of \bo ro«1o\rJ of tho •••••1 . It 1e o\atod bJ 

\bo GoYOI'IIMD\ of Pana. t.~\ pol'll1n1on f or tho oolo of 

\bio ob~ aa4 for \be \J'ar>efor of roshti'J troa P0110110 to 

Spa111 woo or1&1nall1 g1Yon on \bo 14\h of llaJ lt41, and 

o1aoa \be oalo lla4 boon oftoo\o4, \hero ro•1H4 110 o~ 

oouroo \o follow bll \ to oonour. 

fbO DOpai1ND\ 11 1n.forM4 bJ \bo Coaot. Ouarot \ha\ \ho 

DaM of \bo boa\ bal boon ohaJI&o4 \o \be qe=.,beno, u4 

\ba\ 

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

• 
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'lt.a\ U lla.l b u n t.re.naterro4 t o tho tlag ot Spa111, 

Cle&raaoo papers wore roquoat.o4 under ito now naao, 11141• 

oa\1ns t hat ••~•ral di t f ioult1t a which had preYi oualT 

4olaJe4 the ship' s departure, had boon oYeroome, I t a&7 

"- aa14, lor your 1llrol'IUt1on, that. ~ho DopartiUDt dooo 

no\ wlall to an this nsnl loan until after tho ol•raan 

ot all 4a\aila 1n oolllleot1on wi~h t he anle on4 tranotor 

ot t.hio ohip t.o ~he Spanioh t il l.lonopoly. 

Th1a ~ologra. hea oleo bo~>n aent. t o the Al»r1oan 

~•1 at Ka4rid with the requeat that an 1nT .. t1gat1on 

~ .. 4o ot tho detail s of t he t r e.naaotion ao it a&T be 

pooo1ble t.o obtain th .. at Wadr14. You ere requooted to 

JUlr» onry offon to learn tho wbereabouts ot lo!r, loeeifoglu 

&114, it pooe1ble, to obt.ain troa h.UI all 1ntorat1on p&r\aia-

1n& t.o tho aale ot t.bl ""' Rol one. 

RA a.J'CO lUI 

J.A &VOL (liCK) 

mn.L 
( POD ) 

b'. I~ 'P 

• 

Regraded Unclassified



6 • • ' 

'!0: AMr1ou lldaooJ, lla4r14, Spa1A. 

DATE: AQ&Uo\ 5 1 lt. l, t p.a. 

110. : n•. 

The S\a\o Dopartaont. ha• a keon 1n\oroa\ 1n ~· 

repor\e4 oalo of the S&D\a Hol opa t.o t.ho Spanl oh GoYOrD­

•at. 0 11 11onop9l1 and lntoraa\lon oonoern1116 \h1a t.rano­

aa\1on 1o urgon\lJ requoot.od. Tho 5ant.a Helena un\11 

reoent.17 of Panaaan1an regh\rJ 1 1e a 7 , 175 deadftl.P\ 

\on \anker , and o1Aco 11&7 21 of \ h U )'ear 1\ hae b .. a 

171116 a\ Port. Ar1ohur, Toxaa . Th11 boa t. ua reg1at.er o4 

1a \be .... ot Coapan1a Pr1aora de lla vopo1on, Lt.d. , 

wboao preo1dont. and pr 1no1pa l owner 11 a llr. Joss1toglu , 

a Greek. AOoord1116 t.o r ol 1ablo r eport. • Mr. Jo111t ogl u 

11 111 Jail 1A BarOelona. 

.,, 
""' 

fbo CAMPSA l111e (Ooapan la Arren4a t.ar1a del llonopol1o 

40 Pot.rol oo , s. A.) had ohar\er&d t.h1o boat. tor \hreo 

\1'1p o . fbo preoent. v 1p ... ~· laa\ one . There were 

oeYeral reaoona for u.o not. leaY1~ Port. Arthur, aaoa& 

\boa ~d 111llo , t.wo ••t.•r• and ore• \rouble . 

Papore t.o ol ear tb1o •••••l .. r o no\ req uoe\ed tor 

oo• \1M, o111oo thO aaot.er alloa rd \bo lloat. , reprooon\111& 

ll:r . Jo .. lfoglu , \bo ownar , dool1ned t.o rel1nqu1ab \bo ob1p 

\o \bo now aaot.or, repr .. on\1116 \be OAIIPIIA Lillo , pon41a& 

\be r ooe1pt. of opproYal of \be now arra~~«oaoat. troa 

ll:r . J oOI1fa&lll. It. would appear t.bat. all \be oftor\o aade 

t.owar4 \h10 on4 aYalled not.bla&. It. ... 
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U-.. "Poi'Wa \llat tbo ~••11'1111-e\ of lp&la _.to 
M'fo \M uo1otaaoo ot tbo to ... ou a, • .., 1a ~. 

piU'Uaao, alt.h.oliC)l tho 1atoraa\loa 'lb1oh n ... lllaYo -u 
laU...to that thh oo111PU7 1o 110 loJI&or 1a tM p1o\lii'O, 

lNt, ll-...or, that Ollpta111 t orkll 4 R1ober , no ... t o-1r 

with tho to ... OoiiP&IIJ, otUl hao an 1n toreot 111 tho -

aa4 h ... -. Ureo\lJ' 0011001'1104 with tluMlllc ,. pu­

U..o ot ~~ lloat . 

!be Dlpar\ant hao 'bon lat-4 b7 U11 &aer1oaa 

.. ._...._. 1a P.- that t ho pena•n1an OODIU Ooaoral 

la J" Orl- 1o 1a •reeo1pt ot a oablo troa t.ho P•n••••ae 

Oo&lll&l 1ll lla4r14, 4ato4 uao 30\A ot .Tal7 1141, 111 wh1ol:l. lt 

ll o\a\o4 that a ooatraot tor thl 1alo ot t.hh 11:1.1p to tho 

.. anloh Po\J'olw.a 1-polJ' .. 1 llp04 lll hll .PHIOIIOI &10016-

111& to tho proY1ou au\horha\lon ot tho M11l11trJ ot rtne•oo 

of Paaaa, &114 , tvor\hor, root• ootlJ16 that h o o~1oato with 

\Ito lpaalol:l. Oo&llu at J n Orloanl 1ll or4or to ottoot tho 

\Naofer of Ulo recll\17 ot tho nuol. It h l\ato4 'Ill 

tho Go'f'O~ ot P.- \ bat plra1oo1on t or t.ho oalo ot 

\lall IllS., u4 for tho tranofor ot rte11\I'J troa Puaa to 

lpala _. orS&1nal17 &1'1'111 on t ill l•th of Mal l.Ml, u4 

llaoo \ha ealo ha4 'boon ottloto4, thoro ro•1ao4 no other 

OOIU'OO to follow bll\ to OODOIIJ' , 

1M Dopart.oat 11 1atoraot llr tho Ooaot Cklard \hat \M 

- of tho H&t hal 11ooa ohu&o4 t o \Ill.... Mn"• u4 

\ha\ 

Regraded Unclassified



-)-

··o·• t I . , 

that i t baa been tranaterred to the tlag ot Spain, 

Olaaranoe papara ware requeeted unde r i ts new name, 

1D4ioating that several ditticultiea which had previoualr 

delayed the ship' s departure, haYs been oYar come, I t mar 
be &aid, tor your i nformation, that t he Department do .. 

not wish to see this vessel leave until attar the olearanoe 

ot all details in connection wi th the Bale and trlllUiter ot 

t his ship to the Spanish Oil Uon.opoly, 

It ia deaired by the Department that you telegraph 

al.l obtainable information in connection with the Bale ot 

thia llh i p. Thia telegram 1a also t o be sent to the Amar i ­

oan Consul General at Barcelona with the request that be 

ell4eawor to ascertain the whereabouts or 1~ . Joaaitoglu 

and , it poaaihle, to obtain trom h.l m all intormet1on 

pertai.Ding to the sale o r thl.a veuel. 

... 
' t 

.B.A1VCL (MCE) 

••• ' .. ... 

IIULL 
(PCD) 

, 
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PAJIAPIII\ASJ: 0 r T£LiXIlWI SD'r 

'!01 Aaer1oan lllllau7 , r anaa&, ,~. 

OATEI Auguat 5 , 1941, 10 p.a. 

MO . I 171. 
Refer t o Emba81)' 1a Mo. 212, Augu~t 3 , 9 a.m. 

l n order t o keep you 1nforDtd, the ~anta Hel en•'• 

rt51atrat\on ha& been roYoked. (Refer to telesraa No. 145 

rrom the Depart ment un~er dRt e or the 19t h ot Julr at 9: 00 p.a.) 

The sh 1p 1 1 na :..e has been changed to the Co!!l!aohano, and 1\ 

h11• been transfer red to Span1eh reg1atr y. r.equeet hat be• 

asde for the clearance papers although th1a has not Jet been 

s 1n n. 

be 4tter~1ned. !o ~1e enj 1t 1• requeated by the Depar t• 

atnt t hat the local ?ansman1an repreeentatt•• or ~r. Joee1fo&l~ , 
tha •rormer• owner, be contacted 1n an en4aa•or t o aeearta1n 

t he axaot nat~re and val141\1 ~r h1a aot1on or ~· 14th of 

The Cepart~ent w1ll oont1nue to w1tbhold these c l aaranoe 

papeT'II unt1l 1 t hRs learned all ~arunant dt tal l e. "•h•n IUoh 

1ntorrn~tt1on h~e beer. r·eoe1•ed , t hU GoYtl'IUDt nt'• course w1ll 

!la y, requut1no t.be ~oranarer or l.ht eh1p rroa Pana!l&tl1&n 

ra&18trr t o Spa n1an re&1atry. Prac1aelJ, e ndta• or t o l earn 

• b• oontent or ole 1natruot.1on rro~ vr. Joa•1fQ&lu, and 

!lA :JCC: 1.;, 

819 . 852/ 40 

".A :VCL 
(aot ) 

11111.1. 
(POD) 
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J!JSftiC'fJD 

M.I.D., V.D. 12:00M., ~·t 5, 1941 

SITUATION REPORT 

I . Jattcrn Theater . 

Orowul.: German troops a4voncinc northv..X into :&athonla have 
eapt iU'ed Ta'D& a railroad Junction 50 aUea aoutheaat of TalHn. The Len­
inCTa4 tront along the I.ut;a river 1a quiet. He&Y)' !i&htinc h oc=rint; 
in tbe C:bola area aouth of 14ke l l=en. 

The ~naan Hi&h Co-nd reporU the co8'0letion o! a new 
encircloaont in an area 60 ailea aoutheaat of Saolenak. 

In the upper Ukraine tho Ruoaian reoort hea.y !igbtinc 
northveet and eouthveot of Xiev ' in the areal of Xoroaten and Belaja Zerkov•. 

In the lover Ukraine Gorman araored unit a captured Novo­
Mircoro4 and Olodoai, to the northveat and veat of lirovo reapectively. 
Oeraan Intantrr 4iviaiona are cloainc in on PervomaJak from the north and 
veat, The German High Command etatee privately that fl)out lt diviaiont of 
Rueoi&n troop• have been encircled ne~r Uman. 

~~ Nn concrete information evallable, 

I I. Vetttrp Tbtater: 

!11:1 No i~~>ortant activit)' b1 either ddt. 

III. Ms4lterrancan '4uter. 

Grgup4: Offenal •e 
ourpaeeint; any recent ralde. 
know. 

action by the Tobruk ,.arriaon on a ac&le 
Exact aise and roaulta of the attack ore un-

AU:• Brithh raida on Serdlni& p,nd on Re"io and Calabria, 
The Britiah conducted normal harraaeinc r&i4a over Libya. ~rman 

Italy. 
Plane• raided Sues. 
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