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KEMOIWIDIDI 

To: Sec.retar:r V.or ,;enth&u 
S.pte:ober ~. 1941 

Prom: ~!r. Sulli Tan 

Rei White Houae Conference Wodnoodar 
eveniM, September 3. 1941, on :l"'hS, 
Tax Amortization Legialation 

• Present for the llhite Houae: Judge Samuel Roatlll!Wl, ~!r. :Ben Cohen, 
And l.r. Jacea Rove; for the :Bureau o! the :Budget: Mr. Cladeox and 
:.r. Crane; !or OPl! : l<r. Wa.yne Coy and Kr. Oecar Cox; tor the War 
DOJ>I>rt.cent : Lt. Col. Edward S. Greenba= GJ>d Kr. ~ard Schief1'el1n; 
tor t he l1avy Departcent: llr. B. Struve Benoel and !!r. Richard Xyle; 
tor t he Treaau.ry Dep&rt.cent: Hr. John L. Sullivan and Kr. Robart B. 
lHchhol%. 

T~e conference waa celled !or 9:00 P. M., in order to attempt to 
arrive at an agreement between the var ioua agenciea concerned on the 
boat means for epeadin& up certification• under Section 124 of the 
Internel Revenue Code, particularly vith reference to certificatea 
of nonreicburaeQent. Under Section 124 of the Internal Revenue Code, 
eYer.r corporation vh1ch deairea to secure the benotita of five-year 
ncorti zation for tax purpooea in lieu of the depreciation deduction 
1!1\lat aeeure fro:~ the War and l:ar.r Depertmenta and the Adviaor.r Con
mieeion to the Council of l:ational Defenae, a certificate that the 
facilities which aro oought to be amortized are neceaeary in t he 
intoresta of national de!enoe during t he emeraency period. Such cer
tificate• are commonly known as necessity certificates. In addition, 
if the tGXpa¥er baa n contrnct vith t he United Statea vhich r einburce1 
1t for the coat of any wch emergency facility 11 becauae the price paid 
by the United State a ( inaofar a a re tu.rn of coat of the fncility ia Ulld 
&I a factor in the tixil16 ot ouch price) ia reCO£Di•ad ~ the contract 
&I includ1~ a return of coat greater than the nor.nal exhaustion, 
veer nnd tear, • no 4l:l2rt it&tion vill be allowed vitb respect to aucb 
facility. A certificate by the War or Uavy Depart.conto and the Advhoey 
C~itlion that there ia no auch reicbur•e~ent 1n a particular contract 
ia concl ueive unon t he Co~iaaioner of the Internal Revenue for the 
plll"Ooaea of thie atat\lte. Such certificatea nre com1only known ae uon
reinburaement certificate•. 

1. 

• 
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Jude- Ro - nggeoted ~ha~ ~he otatu~a ba -Ddad to pTa 
au~hor1\y for 1a.uance of cert1f1cataa of ~•ceoo1t.y to OPK onl7 AAA 
to ,1,.. w~horlt:r tor ialll&llca of cerut.icatoo of ~oDHI.aburo•ont 
~o the 'rraallll')' Departme~t onl7. I~ Tiew of the uc .. a1v tor opeao~¥ 
actio~ he 1~qu1rad •• to \he pooo1b111 Uao of oacuring .v.ch an aman4.
ce~t at part of the pending taz b1ll. 

Mr. Sull1Tan explained that the bill had alrea<~¥ paooad the Bou ... 
had been reported out by the finance Committee of the Senate and waa 
nov beins debated on the floor ot the Senate v1th good proopecta for 
paaaase by the end of the week. He expreaaed hit fearo that the 
interJection of ao controTeraial an iooue •• amortisation at thit lata 
ataee would reoult either in greatly dol~ins pat~ of t he bill or 
in aocu.rins no legialation vhehotTer v1 th reapect to amortisation. 
He explained that eo-eallod iaolationiot oonatoro, ouch ao Senatore 
L.Pollette, llaloh, and Clark {of lli~touri), all aombera of the li-e• 
Co=ittee, would vioh to cake full inquiry into the reaoona for the 
tranofer of authority from the detente acanciaa to the Traa.nr,r Depart
a:ont. .l!yan ao8WI1111 that an amendment vera aecu.rad o~ the noor of 
t he Senate, the Bouee co~eraea micht well reJect it on \he ground 
that the;y had been given no opportuni t:r to atud¥ the J:>&ttor. 

Other alternative solutions vero than diacuaaad and Colonel 
Greenbaum auggooted renewing a requoot tor lasiolation to eliminate 
t he dutiea ot tho A4vieory Commiooion and to alicinate the neceaaity 
for oertif)"ing contracts other than vHh the Wa.r and lfav;y Depa.rtmanto 
and oontracta for leee than $15,000. Mr. Sullivan atated that he vao 
very much afraid that even thia lesialation would bo difficult to 
aecure in connection v1 th the pendins tu: bill. l!e thought that the 
lll&ld.lllla that conld be oocured from the Concrete a t thh time would be 
an amondcant merely el1minat1ns the function• of the A4viaory Com
ca1to1on, on the ground that the Coui11ion waa all lN.t foraall:r a 
doad &~&ncr. 'rho War and Nav;y Depertcenh vare inclined to favor 
th1a augpation lN.t ll.r. Co;y AAA •tr. Cohen fearod that, oince 1t ap
peared to have been the purpooe of Congraao to uaa the Coa=iooion ao 
a chock on the Service Departcenh, tho Consre11 wuld vioh to replace 
the Couiooion vith ooce other acenc:;y. Mr. Cohen felt that the ...,e 
obJective could be accoll!pliohed vithou~ the le,hla tlon 111 oocurins 
t he r·eti~PU~tiona of the ttemboro of the Coai11ion and replacins them 
by a board of three men familiar with amortisation problems. Colonel 
Greenbaum felt that this wao no oolution at all tinea the chief 41ffi
cul ty troca the point of view of the Service Department& was dual 
authority to certifY conferred u,y the preoent atatute. Be stated 
that he would be very glad to uee tho adYico and experience of tho 
Comm1ee1on in certification mattera but he felt that there ehould be 
one final authorit;y to reeolve contlicta of opinion and that that 
authorit;y ohould ba the War and llav;y Department.. Kr. Henaal ex
p reaaad the opinion that in moot caaea involvtns 1Pec1ali:ed cailitar:r 

2 
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ud naTal oquipMil~ olll7 tlw J.rrq ud lla"7 Procu..-ollt otticero wre 
eoapetollt to tor- a ~t ao to 'ldlot.hor a part1C11lar prieo ill
c>ludod reiabur ... ollt or DOt. Kr. Coz, Oil tlw other bud, ! olt t.hat 
tho lluroau of I..tomal lln...ue vao boot equipped to lwl4le ouc>h 
quootiou. Kr. Sull1T&Il cd Kr. lliic>hbols o:.;pl&illld tbot the Bureau 
hod a croat daal of data relating to nor-81 4oprec>1ation, built up 
on tho boola of paot ozpari81leo, but tbot they wre DOt preoontly 
equipped to handle !ac>toro of eeonomic oboolooc>onco relating to itomo 
111 t o whic>h thoro it DO paot e:xperitnco. 1'boy ooid tbot if nollrlia
buroecllnt c>orti!icateo wore houod by tho Bureau, tho Bureau would hi•• to build up almoot !rom oc>ratc>h a technical ota!! to handle them. 

Mr. Coy otatod tbot 11' the suggution of Colonel Greenbaum wre 
!ollovod and the authority of the .Ad•ioo17 Collllllitoion oliminatod, tho 
Co=iooion would DOt wish to participate ill doc>ioiou of part1C11lar 
c..ooo. Kr. Gladooz otated that the llureau of the Bu.4cet would haYO 
serious resorTatiou reopeeting legislation vhic>h merely eliminated 
th o Coamisoion fro~ the certification field. !he repreeentatiTos of 
the CEll and tho War and lla..,- Departcento than stated tbot the7 vero 
inclined to look !a•orably upon tho propcoal to transfer nonreLm
bursoaont certificates to tho 1'ro&sUJ7 and nocoooity eorti!icatos to 
OPK. llr. Sul.l1Tan pointed out that thio would croato triple authority 
rather than tho preaont dual aUthofity vbich Colonel Groonb&um found 
so objoc>tionablo. Tho War and lla..,- Departments would be making the 
contraote, but the taxpS¥er would be forced t o secure ~eement ae 
t o t ho OPK, their terms from the SerTico Department, and the TreaoUJ7. 
He aleo pointed out that tho Chairmen of tho Congreooional C~itteeo 
would not coneidor aoy legiolation upon whic>h all the agonciol con
cerned were not in complete aeroement. Ao to the ouggeotion to truo
fer nonreimbureement certificates to the Treaoury, ho would not wish 
to pTO an illunodiate opillion. He aoked Uao to eonoidor the aattor. 

Ju4&e llosollllall otatod that ill order to pTe the Trea1UJ7 this 
t illo, and bocauoo complete acro ... o..t had not been reached, tho .:oet.-
1nc aisbt voll adjourn until tho !ollowiq oYOning. Aecordingly, tlw 
c oottnc adjourned at ll :40 P. K. 
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September 4, 1941 
11:00 a.m. 

RE EXCESS RESERVES 

Present: 

H.M.Jr: 

Ransom: 

H.M.Jr t 

Raasom: 

H.M. Jr r 

Ransom: 

llr. Currie 
Kr. Bernstein 
Kr. Ransom 
Yr . Goldenweiser 
Ill'. Stewart 
Kr. Viner 
Kr. Haas 
Kr. L!u.rphy 
Kr. Bell 
Kr. lhite 

We have taken your request seriously. 

Thank you. 

-
~~were working on it yesterday, and I got 
the message from Yr. Gaston that Eccles was 
interested in this thing and we put our boys 
to work right away. As soon as the rest of 
the people come, I would like, if it is agree
able to you, to ask the Federal Reserve Board 
to state ita case. Is that agreeable? 

Entirely. 

(Kr, Currie entered the conference) . 

(Yr. Bell entered the conference) . 

Well, that is where we are now, 

)lr , Secr etary, the purpose in asking for 
a conference 'Ill th you this morning was to 
make t wo requests on behalf of the Board 

of Governors, first that if possible any 
long-term financing or any announcement of 
any long- ter. financing that the Treasury may 
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want to do be deferred until, say, the 
fifteenth of October . 

The reason for the request is that we would 
like in the intervening time to be given an 
opportunity to thoroughly explore with all of 
you peopl e t he queation as to what shoul d be 
done about raisin~ reserve requirements and 
also what, if anything, should be done regarding 
the question of such additional powers as 
may be needed, in the opinion of all of us, 
to prevent an inflationary rise. 

Starting from the assumption, first , that 
the first objective is the early and complete 
defeat of Hitler, secondly, that in the process 
of doing that we are all interested in keeping 
the country from getting into more inflation 
than is absolutely necessary; now, you suggested 
a moment ago that you would like at this time 
t o have the case stated for the Federal. 

It had been my thought - I am perfectly ~illing 
to give it in that direction, but it had been 
my thought that if the Treasury could defer 
any announcement in the matter until the 
time stated, we ~ould have considerable time 
in which we could go over the whole thing 
and find out whet, if any, points of differ
ence there may be between the Treasury and 
ourselves , if any, and secondly, what sugges
tions as to the operation of this thing, 
the timing of this thing, would be appropriate. 

I will be very glad at this time to ask Mr. 
Goldenweiser to state the whole backgr ound 
of the thing for your record, if you would 
like that done. 

Now, let me just ask a question. 

(Kr. White entered the conference) . 

5 
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Ransom: 

Ii.),(. Jr: 

Bell: 

H.M.Jr: 

Bell: 

H.ll.Jr: 

Bell: 

H.ll. Jr: 

Ransom: 

H.M.Jr: 

6 

- s -

Yea. 

Dan, could we go along as is until the fifteenth 
of October? 

Y11, air. 

We could? 

Yea, air. • 
ht, roughly, would our balance be, dropping 
those notes to a hundred million a week? 

I will have to get my figures, rut roughl7 we 
ought to have a billion seven hundred million, 
I should think a billion and a halt to a 
billion seven hundred million going out of 
September, and we might lose as much as 
seven or eight hundred million dollars in the 
first fifteen days of October, ao we would 
still have close to a billion going in to 
October fifteenth, or at least seven hundred 
fifty million, I should think. 

Well, I had a prelilllinarymeetlng . This 1a 
the way I feel. It llr. Rooanelt ' s aclminiatra
tion is going to do something about reserve 
requirements, as far as the Treaaur,y is 
concerned, I doubt whether during the balance 
of his te~ we will have a better time to do it 
than right now. 

That is our feeling, ~. Secretary. 

Because we are in nioe shape financially, and 
it we are going to do sanething after careful 
consideration - well , I would like to do it 
now. 

(Yr. E. K. Bernstein entered the conference) • 

• 
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R.~t .Jr: 

Bell: 

H. lo! . Jr: 

Bell: 
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(Kr, VJhi. te left the conference) , 

Therefore , we in the Treasury are willing 
to sit around and discuss it until we have a meet
ing of the minds on whatever it is , I don't 
want to set the fifteent h of October, We 
might get together next week or we might 
not get to~ether until the twentieth of October, 
but I am wtlling to postpone the thing until 
we can get together, provided that both agencies 
sort of concentrate on this thing. 

I started it, and I would kind of like to get 
it out of my srstem one way or the other, As 
you know, I pr1de myself that I have no monetary 
hobbies, so you don' t have to dynamite me one 
way or the other. I am ready to listen, and 
that is why - you (Bell) feel that way, don't 
you'? 

Yes, I do, 

That if we are going to do the thing, it is 
now or never'? Now is the time if ever. 

Let's aee what we can do, what we ought to 
do now, while we have got the chance, 

Now'? 

That is right, yes, air, and I think you might 
announce that there will be no financing in 
September, I wouldn ' t want to put it off fur
ther than that . 

Well, I tol d the men this morning that we are 
studying this whole question of financing , I 
put it, in conjunction with the Federal 
Reserve Board, I don't see them until Monday, 
and if they ask me again, we are still studying 
it. 

0 
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Bellr 

Ransom: 

H.M.Jr: 

RIIIIsom: 

- s -

I eee. But the. t might mean ;you e.re atud;ying 
financing with e. view to ha'llng an issue here 
within the next week or ao. That sort of 
keeps the market --

Let's see what happena. I won't see them again 
until Konda;y afternoon • 

.Ul right. 

There are two things I think ought to be said 
at that point, tirat, that it is the unaniaoua 
opinion of all the present members of the 
Board that something ahould be done. 

Secondl;y --

Ia that unanimous? 

Unanimous. 

Secondl;y, that if it ia to be done, aa you 
suggest, this ia the time when it should be 
done. · 

.And thirdl;y, that it should not and must not 
be done, of course, without the fullest 
consultation with the Treasury, cooperation 
with the Treaaur;y. That -..ould seem to me to 
be required in an;y event, and under existing 
condi tiona, to be imperative, eo thet there 
ia no difference of - there can be no differ
ence of opinion about that. However firm our 
present convictions may be, it has to be related 
to the over-all problem of the polic;y of the 
Administration in relation to the emergencies 
which the;y face . I think it might be a ver;y 
good time to have Kr. Goldenweiaer state the 
position of the Board, with which he ia full;y 
conversant and which baa been gone over an;y 
number of timea b;y all the Board aembers and 
Kr. Goldenweiser. Now, if that --

8 
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H.li.Jr: That is what I would like. 

Ranaomr I would be glad to have him do that M.ght now. 

H.M.Jrf Do 70u mind being interrupted or would fOU 
like to go through the whole stat .. ent fi rst' 

Goldenwei serr I would just aa aoon be interrupted, Kr. 

• 

Secret&rT• I haven't an, prepared atateaent 
of an, kind. The fact• of the situation, I 
suppose"'- are fudl1ar to ever7bod7 in this 
10 011. •he ai tuation baa changed from the 
wa7 it has baen in the paat because of the 
fact that we have got a ve1'7 strong demand 
for goode, arising fraa the ver7 large 

expend! turea for Defense. 

We have shortages in a great man7 lines and 
I don't want to elaborate on this, because 
that ia all too familiar to 70u; to make it 
worth your time . 1s a consequence, there 
is a ver7 clear case of price advances on . 
a rapid scale in a lot of fields, and this 

Administration, aa I underatfnd it, ia comadt
ted to tr7 to limit that aa far as it can. 

1 number of things, as 70u know, are done 
about it. The tax bill is one thing. 
The attempt of the Treaaur7 to sell aa Jll&nT 
of its aeouritiea to private owners rather 
than to banks and creating additional de
posits is another. The pro~ for price 
control is another. The recentl7 inaugurated 
regulation of installment bU71ng is still 
another. It ia the Board' s view, I take it, 
that all these things are important and 
necessary in this situation, but that in 
addition to that, it would be supplemented 
ver7 effectinl7 if the veey large aaount of 
funds an.ilable to the banks for all kinds 
of expansion were reduced in some wa7 • 

• 
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The amount of exceu reserves at this time 
is five billion dollars . The limit of legal 
authority for increasing requirements is 
about one seventh of the present reserve 
requirements or something like a billion 

1.0 

point two. if the Boa.rd should raise reserve 
requirements to the limit authorized b;y law, 
there would still be three billion eight 
left, which of course means that the problem 
cannot be solved or even approached - an approach 
to the solution reached by that method alone. 
But it would nevertheless have two effects. 
It would i ndicate a willingness to act 
on all fronts , and: it would reduce the induce
ment to the banks for buying securities. 

Issuing a large number of securities that 
are not available for banks is a good thing, 
and I take it the Board has been ver7 much 
pleased and very much in favor of th1s policy 
of the Treasury in their Tax Anticipation 
Certificates and Savings Bonds, and all those 
things. But at the same t~ei so long as the 
banks have this very large vo ume of funds at 
their disposal, they will be in a position to 
buy such secur1ties as are already outstanding 
from present holders and have the present 
holders buy the new securities. 

In other words, bank expansion through the 
purchase of Government seourities is not likely 
to be stopped so long as the amount of funds 
at the disposal of the banks is as large 
as it is at the present time . 

For these reasons, the Boar d would like to 
exercise ita present power for raising 
reserve requ.iramants to the limit, and it 
would also like to have considered the ques
tion as to when and by what method, if any, 
the authority for additional control of reserves 

• 
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should be acquired from, either under 
Executive Order or under legislation. 

Those are the fields that the Board would 
like to explore . It raises the question 
as to whether there would be any possibility 
of that in any way interfering with the 
possibility - or with the Treasury' s financing 
of its program. The best jud2ment t hat we 
have been able to form on that is that it 
would not, because the amount of funds 
available for investment i n t he hands of 
investors is very large . 

The banks as a possible buffer in case any 
sacuri ty shouldn't go will still have a very 
large amount of funds at their disposal 
and I take it that the Board which const itutes 
the majority of the Open Market Committee 
is prepared to take a position definitely 
that by raising reserve requirements at this 
time it takes a responsibilit y which - that 
not hing unforseen nor untoward should ever 
be permitted to happen in the Government 
security market. 

J.!. 

I think, llr . Secretary, that perhaps it is just 
as well if I would stop right there end than 
we can answer any questions that would work 
that out in more detail. Does that statement 
correspond to your i deas? 

The statement is correct and expresses m1 
own views, and I believe the views of the 
entire Board, Mr. Secretary. 

You don' t t hink thst the using of this 
authority that you have will materially 
affect the bond market? Or the interest 
rates? 
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The existin~ authol'itT/ I lhould aq 
T8r'1 sllghtl.T • It llipt OCIIlOeiTab~ baTt 
same etfeot on the Ttr,r ehort term ratea 
but I doubt whether it would ban ~mater
ial effect on long term rates. 

Bell: Then from that standpoint it would not be 
a deterrent to the bi.nlca to loan money? 
I maan the increase in interest rates would 
not be a deterrent? It would leaaen the 
supply of funds, but would that be much of a 
factor? 

Goldenweiaer: Well, it would be sane factor. I think 
that there ia the point of an important 
distinction! that between the coat of monqo 
and the an labilit)' of mone;r. I think that 
the cost 11 not going to be materially 
affected and I don't think that the coat, 
aside from the Treasury coat, ia an important 
deterrent for ~thing, that the Treasury ia 
a separate problem. I mean I don't think that 
whether the borrower for non-defense purposes 
has to pa.y four per cent or four and a hAl! 
percent or tiTe percent 11 going to make very 
Doh difference to the extent to which he 1a 
going to borrow. When he foraeea the 
poaaibilltr of a large profit, that 1a. 

But the extent to which be.nk.a are willing to 
lend indiaoriminatel;r doea depend aannhat 
on what they baTe in the ft7 of idle funds, 
and that is a much more important· fa.ctor in 
the ai tua.tion, in DJ;f judpent, Kr. Secretar7, 
than interest rates. Now, the a.baorption 
of a billion and a quarter, a billion two 
of exceae reaerTea~is not going to baastring 
the banks materia.l but a o.aeiderable pa.rt 
of that perhaps ha of that, will be in 
New Yor~, and Nn York 1e the place where 
exceaa reatrTes baTe been dimiidehing aome
wbat1 ~g to currenc;r wi thdrawala, and 
the t>anJCs in Nn York will be definite~ 

• 
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• leea inclined to ahop tor all kinde ot out-
leta tor their tunda it ae .uoh as a halt 
a billion waa .oved out ot their exceae 
reeerTee picture • 

• 
I would like to aake clear, Mr. Secretarr, 
epealtlng tor Jl1'11lf, and I again think I 
epa ale tor the Board, that l t len' t wl th the 
laaa that thia action will ralee lntareet 
ratae, but that lt will stabilize intereet 
rates. I think our concern gou 110re to the 
question wbet.her or not we 11&7 not aee a 
.ore rapidl7 dlalnlehiug interut rate than 
we han even had in the put, md I think 
our concern, certainl7 a, own concern, ie not 
with the quutiOD ot raldng the whole intereet 
rata structure, but the ettect on the whole 
economr ot an inter•et rate whic~7, due 
to all these cirou..tancea, be preeeed do.n 
further and further until it in itself becomea 
a v• serious l!roblem with which we will 
hav4rto deal. lbere ia eome point aloug 
the line at which I think we ehould pause 
and eee if we can't check it . 

Well, the thiq t._ im' t quite clear in rq 
mind - it .oat lilel7 le in Goldenwelser'e 
mind - you talk about intereet ratea and 
infiation. Then JOU talk about banke ukiug 
too many lome because intereet rates are 
low. It doeen't eeea quite consistent to 
•• Le~a juet talte ODe segment ot thia 
thing. If you don't think interut rates are 
going to go up, how are ,ou going to stop 
the banks from eeeking loans by increasing 
your excess reserve requirement&? 

That, I think, ie the exact point on which 
I --

Just let'e talte the one thing. If rou are 
worrJi, about unaound bankiug practices, 
now on he one hand JOU aq 7ou don't think 
intereet ratu are going up. On the olb er 

13 
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hlllld, JOU aq JOU think beoau11 inter11t 
rates are eo low the banks are aaking too 
IIWlf loan a. 

Mr answer to that, Kr. Seoretar;r, is that 
it ian•t the interest rate I em concerned 
about. I think the a~ailabilit;r of funds, 
a ver;r large auppl;r of funds, quite inde
pendent of the interest rate, 1a aaking the 
banks ~er;r anxioua to find outlets for it. 
It ian' t that the rate would go up, but that 
they would be le11 willing to consider all 
kinde of proposi tions if the;r ha~en't as 
much cash in their til la or on deposit 
with the .. deral. 

You cut down the auppl;r of funds . 

I appreciate that. How about the - what effect 
will lt have on the bueineu man who has a 
defense contract and wants to get a loan? 

1811, I think that that is the important 
question to be sure of. Our judgaent on that 
is that such loans aa are needed for defense 
will be made, that there ia not in cont.-pla
tion cutting down the euppl7 of bank funds to 
the point where the;r will have none. It ia 
a question of aaking thea soaewhat aore aod
erate so the;r would be aore willing - or leas 
willing to consider speoulati~e l oans and 
unneceaear;r non-defense loans. When an;rbod;r 
comes with an authentic defense requlreaent, 
the banks will have ample funds for it and 
I don't believe that anJOne baa a01 contem
plation to out it down to the point where 
the;r wouldn't. 

Certainl;r that isn't the poaition of the Board, 
Kr. Secr etar;r, and I think moat obviously 
that if the nidence would support the vl'8w 
that even increaaing reserve requirement• 
'11'1 thin our present atatutoey liat ta would inter
fere with buaineaa financing the defense 

14 
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prograa, that that ia the etrongeat argWMut 
which could be ude againat action at thle • 
tiae, but lt ie our Judgment, aa Jlr. Golden-
weiser saJa, that that Ian•t the situation 
and wouldn't be the situation. Bow, I think 
that is one of the things that wa should 
explore moat care!ull7. 

He doesn't know. 

!fo, fOU oan•t know. You can onl7 rea@ 
a conclusion on JOUr beat Judgment, -'lfhed 
again.et his beet and the present aituat on. 

~onfining oureelvee again to a weak bank 
structure, have JOU considered the possibilit7, 
if that ie one of JOUr worries, of Changing 
the bank examination rules, do it through • 
bank examination? 

I don't know that that has been considered 
in this connection. You mean tighten the 
requirements? 

I mem , if ;you are worried about a week bank
ing structure, how about taking a new look 
at what our bank examiners are doing! 

I em not personally disturbed about a weak 
bank position because it aeema to me our 
banking poaiti on 1a stronger than it baa 
been at an;y tiae 'IIi thin m:r recollection. I 
see no danger on the front there. There aa;y 
be isolated instances, but the over-all 
picture of banlcing today in this country 
seems to me to be particularly strong. 

What we are oonoerned about, Jlr. Secretary, 
ia the constant lnoreaae in the tunda 
available to privati individuals for 
spending. They alr eadJ have the largest 
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&IIIOunt that there hu beta in the history 
of the country. 

H.M. Jr s Ko argument about that, 

Goldenweiaers The amount of goods is diminished and we don't 
want to further increase t lw: 9uf1ng power, 

H.M.Jr: I agree with fOU a hundred per cent, but what 
hasn ' t been able to filter through my brain 
yet is that the price of sugar or the price 
of wheat or the price of cotton goods or 
the lack of steel or the lack of ships or 
th.e slowne sa of our gun a - I mean thit by 
l ocking up additional - a billion or two 
billion dollars, ia going to help. That 
is the thing that hasn't been able to filter 
through, 

Goldenweiser: That i sn't going to solve the problem, Kr, 
Secretary. Now, all these are such contro
versial subjects that you oan•t ever_ be sure 
you speak for anyone but yourself, but I 
don't believe there is any very great differ
ence of opinion in the Board, My opinion 
1s that it cannot anyWhere near solve the 
problem you are talldng about, but it can 
oontribute ita share toward diminishing 
the amount of money that the p:~kle have to 
bid those goods out. I f the b s should buy 
six more billions of Government securities 
as they bought solll8tbing in that general 
neighborhood during the past year, and 
if they should make another three or four 
billions of loans of non-defense nature, 
that would add another ten billions of 
deposits in the banda of all the people who 
get the proceeds of t hat money, and thet 
additional ten billions would, added to 
the existing seventy billions or so, or 
whatever the figures are, be a further 

16 
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l.nT1tatl.on tor bidding up prl.cea. That l.a 
the wq I figure it. 

I think, Kr. Secretar,, that there I.e one 
th;:f that I would llle to '" nrr thorouahl7 
ex ned by the Treuurr and ouree vee. Il 
eee• to • we han a choice of uel.ng one 
or the other of two aech&Di ... :for controlling 
cred1 t or perhaps, and thia h 111 own opinion, 
we are going to have to uae both. That l.a, 
the onr-all control of the total YOluae of 
aY&I.lable credit which l.a affected b{ the 
cODtrol of excess reserYea or the ae ectl.ve 
credit control auch aa thia consumer credit 
thing llhlch we are now t mng to operate. 
The further we get into that, the aore I m 
i.pressed with the fact that fOU are getting 
further and further involved in tremendous 
adminietratl.ve difficulties, in questions 
ot discrimination between the various trades 
involved, to aa7 nothing of the rights of 
conaumera which come up to perplex fOU ever7 
day. While I think that h neoeuary, and 
I think under existing conditions we have got 
to experiment with it, got to tr, it out, 
I thiDk we ought not to forget that u part 
of the whole prograa we should give very 
aerioua consideration to whether or not tha 
.oat effective .. thod is n9t to control 
the total available credl. t through 70ur bank
ing eyet•. It eeeu to ae that we are in 
a ao•what awkward aituatiOD, haTing stepped 
out to regulate conauaer credit and having 
authority to do something on the over-all 
aide of the picture, and not doing anything, 
so that I think we have got to balance thoae 
two things out and decide whether we are 
going to direct moat of our attention to 
selective credit controla or whether we are 
going iack to the more well established aethod 
ot an lrer-all control, about which we know 

• 
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a great deal more t han we can know at the 
present time about this other. 

Goldenweiser: You don't mean that they are alternatives, 
exactly. They supplement each other. 

Ransom: I said I thought we had to use both, Ur, 
Goldenweiser, and I don' t think we can avoid, 
under existing conditions, the use of both 
of them. Actually, the Board has used up 
to a percentage of all of its power to con
trol excess reserves . Now, there is a 
remaining balance there that we can use and 
i t at once raises the question as to whether 
or not we should stop at that point if we 
now go that far or whether we should consider 
perhaps, t he psychological effect, a United 
front, asking the Congress or perhaps asking 
the President in an Executive Order if it can 
be done that way, to give us authority to 
move further if it should develop that it is 
necessary to move further. I don't want to 
give you the impression for a mome.nt that 

18 

I have anything like a dogmatic conclusion 
on any of these questions . They are contro
ver si al . There isn't any doubt about that, 
But the best Judgment that I can give you at 
the present t1me is that it seems to me we 
should be doing both at the present time. 
As against that, we are tremendously interested 
in the views of the Treasury, of course . 

Goldenweiser: I would like to add one more word if I may 
right there, and that is that as far as I 
am concerned, I wouldn' t recommend action on 
the reserve requirements if I couldn't have 
the assurance on the part of the Board that, 
along with taking some action, they would take 
theresponsibility of a -- a double kind of 
a responsibility. 

• 
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In the first plaoe, to step in fir.lr 
and oourageoualr in the market if the~. 
h anything unforuen, 1! our anal11h 
h all wrong and we find that things do 
happen, that we won't huitate to step ln. 

In the s eoond plaoe, that the whole thing 
has got to be fiexible and 1t has got to be 
reviewed ao that if it is a .tatake we 
would han the courage to oorreot 1 t. 

The last stateamt wu the moat ~rlant 
one, but to go baok to rour other one 
about the stepping in and one of the parts, 
if 70u don't aind, that I liked the least 
of 7our memorandua waa thia idea. You 
s.,, what 7Qil are practioallf a&Ting-
ia, 7ou think the two and a halt per cent 
rate for the long-tera bonds is too 
little, but the Federal ReserYe 1a 
going to step in and at a definite rate 
"We are going to th: it at that . • · 

I mean, for. rou people to aaeume the 
reaponaibilltr that fOU are going to aar, 
"Well, the two and a half is too cheap, 
we will put it three per cent. 'flhT, 
we will bUT two billion dollars ' worth 
of bonds if neoeaaarr to stabilize 
1t at that.• 

~9 
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Let me eay that I don't like the D7 you 
state that and I don't think it 111 wholly 
fair to us. I don 1 t han the memorandum 
you referred to at the moment. It hn •t 
mine. But can I expren rq 01lll. view about 
that? 

Sure, but that ia the interpretation I put 
on it. 

I couldn 1 t tell fOU what 111 a fair rate for 
the TreaSUl'7 to !lnanoe itael! in the presant 
market. I thought last Deoember that two 
and a hal! seemed to be about the rate where it 
could be done throughout the period o! this 
emergency. I would.chan aa.id that in the light 
of developnents since then t~t that rate 
...Ud sem to be above the figure at which it 
seems to me the Treasuey oan finance for a 
considerable period. 

Now, I don't know whether the. t rate 1s going 
to firm up b7 letting it alone: and doing 
nothing, or whether It is going to continually 
decline. It 1s m::t own view thAt it will 
continually decline. That ie a thing about 
which I am personally concerned, Now, I 
think that the Treasury would han to han 
same feeling of assurance the t 1f such 
action as we are suggesting is takan, that we 
must stand ready, as Golde.nweiser says, to 
oame in at the appropriate time and protect 
the situation thit may develop either aa a 
result of what we do - I don't think so - or 
!ram other causes now beyond our control. 
And it that means that - I think under the 
existing emergency that there is an obligation 
on the Government, including us, to see that 
this financing is done at a fair and reasonable 
rate. I say yea, I think that is an obligation 
on all of us. 

20 
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Now the effect I dan 1 t think, has been 
emphasized in ~t either Goldenweiser or 
I han said of a situation whioh might 
develop from a continually declining interest 
rate which might ney well be ofteet on 
the other aide b7 such inflationaey rise 
in prices as would in the end coat the 
Government, as the largest individual buler 
of the things which would be attected. 
!Jaat is ~ at the present time it seems to 
me that we t.re t.ll looking t.t inflation 
not onlf for the effect on the whole 
econCJD11 and all the people of thie countcy, 
but the effect directly on Government 
faced with its preeent dil-.. Now, y-ou 
get an offsetting of y-our declining interest 
rate, undoubtedlf. 

Well, Ronald, let me make two stat11111ents so 
that at least y-ou know where I stand. When 
it comes to keeping ~~ces down, increaaing 
produotionf I won' t e second place with 
anrboq. mean, we are as much interested 
and we han done as much work on it as 
anrbody- and we think it ia terribly- important. 
I am going to be rash enough to make a 
speech about it on Tuesday- night . The 
other thing, so that we can hAve a clean cut 
understanding about the question of financing 
and raising the mone1, I feel that as 
Secretary- of the Treasury- it is 1111 responsib
ilitf to raise the money-. If I fail in it 
I can't aa1 it ie because t he Federal Reserve 
didn't support 1111 bond market, so I take 
that reaponaibilitr and - I am being a little 
bit blunt but I think it is a little bit 
better to be blunt now and have a good 
feeling afterward - rou people, Whatever we 
do, rou have got to support the Treasurr 
bond market when it is necessary-. 

I agree fullr. 

21 
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• Because I can' t have aD1 alibis. I can't 
S&T --

Neither oan we. 

•• • That the Board didn't support me, and so 
forth and so on . The stock ticker tells tbe 
public every daf whether I have or have not 
made a suooess of my financing and I have 
got to assume that responsibility and when 
I can' t do it, I go hane. So when it gets 
to final analraia, aa far as the bond market 
is concerned, rou people have just got to 
support it when it ia necessary. 

I don ' t know any alibi we could have for 
not supporting it . 

I think that 18 a unanimous agreamant. 

If we have that 

Goldenweiser: Abaolutelr • 

H.M. Jr: 

Ransom: 

H.M.Jr: 

Currie: 

• •• Then I am sure we can arrive at what 
is best for this hundred and thirty million 
people. 

I feel quite sure that the principal 
objectives of both the Treasury and ourselves· 
are not different. Now, it is a question 
of what must be done to arrive at the best 
possible solution of a very difficult 
situation. 

I would just like to ask - if he doesn ' t 
want to answer he doesn't have to, if he 

would rather not get in on it - Lauch, 
whether rou think the statement I just made 
is proper or not. 

I agree heartily and absolute!T on that 

• 
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statement, Yr. Seoretaey. It aeema to 
me you han put your finger on two rather 
important points in the consideration of 
this whol e matter. One 11, arrivi.ng a.t 
some agreement, a.a fa.r a.a we can, on the 
interest rate policy throu~ the amergeno1. 
As you know, the British GOve~ent 
financial authorities have taken as a. 
conscious, deliberate policy the policy o.t 
keeping interest rates down, financing a. 
little bit lower in auooeaaive issues . 
The Canadians a.re teying to do the same 
thing. 

I don't think we have ever had a. full 
discussion o.t the long range interest 
policy thro\Wl the emergency. It is 
one point. The second point which you 
mentioned which clicked with me was that 
I take it this move on the part of the 
Federal Reserve now is really in the 
nature of a precautionary move . You don' t 
expect it to have a.ny effect on interest 
rates or on buying power at the present 
time . 

I don't personally think what we can do 
within the statute would produce an 
appreciable effect . You can' t be dogmatic 
about it, Lauch, but I would like to sa.y 
that I agree so .tully with ;your first 
point that there is an obligation on Govern
ment dlll'ing the exid ing emergency to finlinoe 
itself a.t a. r easonable rate and that t o me 
is a low rate. I start fr~ that point. 

Then I was leadi.ng up to the point that if 
this is a pr ecautionary measure, as I think 
it is, that eventually through the emergency 
;you will probabl;y feel it necessary to 
~ up substantial parts of the excess 
reserves. I think this, as the Secretary 
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says, is as good a time as we probably 
will get. 

Ransom: Frankly, it locka to us as though 1t 1a 
going to be about the onl7 time for 1<111e 
u.- to come. 

Goldenweiser: Kr. Seoret~ry, may I say another word 
about this interest rate? I think you 
were referring to the msnorandum which I 
sent Georfe Baas day before yesterday. 
I would 1 ke to - if I gave you the 
impression that you got out of it, it is 
a fault of rq expreuion rather than rq 
intention. I · dlil not intend at all to 
indicate that the Federal Reaerye System 
certainly would fix a rate and that at 
that rate it would support the bond 
market and at ~nether rate it would not. 
If any such impression got out of that 
memo, it was a poor use of language on 
my part. 

H,l!,Jr: 

\\'hat I meant to say is that the Treaaurr 
and the Federal Reserve t<~gether - when 
they get together, an.d the Treasury taking 
the leadersliip, beaause it is the Treasur,'s 
responsibility, decide that for the time 
being this is the rate, that for the time 
being that is the rate that the Federal 
Seaerve is under obligation to support and 
that if the situation changes and the 
Treasury and the System decide that the 
rate should be lower or should be hliher, 
then that re- opens the question. I liaven't 
any intention to indicate that, in the 
first place; very distinctly I want to 
disavow any intantion of the System' a having 
the responsibility of fixing it . That is 
not in my mind at all. 

You mined th_e point, Goldenweiser. What I 
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was tl'j'ing to aa;r is, the impression 
I got from your memorand\8 was that 
if we do this the interest rates will 
have to rise but when the;r reach a 
certain point, then the Federal Reserve 
is going to step in and we will hold 
it · ther e. 

J.t any point that you - that we make. 
It rt8Cf o e that all that we wish to do 
is to see that the rate doesn ' t go 
down any lower. It may be that we -
what we wish to do is to see that 
if the rate is to go up if you 
wish it - to have the adjustment -
natural adjustment take it up, that 
we see to it that the rise ia gradual 
and orderl;r. Whatever decision is 
made about the rate, I ma.intain that 
you and the System t ogether are in 
a position to make it effective. 
That ia all I intended to sa;r. 

It certainly ia not the dut;r of 
the Federal Reserve to fix a rate. 
Its obligation is more complex 
than that, wt I think you have 
stated it and that I would agree 
with your statement of itt with 
which Lauch agrees, ao I don't 
believe there is an issue on that 
front . 

!fow I think this ia quite possible 
thai if we use the existing authorit;r 
and we should get additional author
! ty and we shoUld use sane of that, 
a point mi~t be reached where a 
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reveraal o! that action ai.ldlt be 
obviouel7 to the public inferest and 
i! I diia't believe - I don't 
anticipate it Ullder existing circum
stances, but I don't think we can see 
too !u these da7s, but I 110uld like 
to llake it cleer, speaking !or m:eel!, 
that i! at such a point a rnersal 
o! policr was necessar7, I would be 
greatl7 dist~eased 1! we wouldn't 
reverse that poli07 because the prlmar7 
objectin 1a to accomplbh certain 
things to get the Treuur, !inanoed 
through a terriblf trying perio~r and 
secondl7 not to permit the exieSlng 
situation to produce an in!lationaey 
rise over which we ma7 be able to 
exerciae sane control, 

I have tried to state that in a 
veey cautious manner because I must 
have sane reeervations all along 
the line o! that view, llr. Secretaey, 
but I think that we obviousl7 !ace 
two dangers, one o! which I don 't 
think is acute. I don't see why it 
should be acute, That 1a that the 
Treeauey 11111et !inanoe a t .remendoue 
debt through a great and teying 
period. Secondl7 - that through -
!or entirel7 di!!erent reasons, we 
ma7 find that there 1a an inflation
aey riee here over whloh we should 
be exercising sane control beyond 
those we are now ueing. 
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There are a few points I would like to 
bring into the discussion that I think have 
not been brought in or not emphasized enough. 
lq own opinion - rq thinking hun 't been as 
intense on this ae it deserves, but rq own 
opinion is that the new requirements, new 
problems, are more significant than the use 
of the present powers. That the executive 
in a situation like this ought ~o have all 
the powers it has anr conceivable use for 
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anr time and ought to get them when the 
getting is good and that in general it ought 
to be the policy to gather into the executive 
now all the emergency powers which under 
anr conceivable circumstances it mh:ht have to 
use and use quiok, so that I would oe certainly 
for an increase in the powers of the Federal 
Reserve Board over reserve requirements, even 
though I might be strongly against t he use 
of their fu11 present powers at this present 
moment, but I would get those powers ln where 
they are available and do it quick. Secondly, 
I think that the Federal Reserve ought to study 
the question that was already touched on by 
you, I think, as to alternative means of handl
ing the reserve requirement problem through 
banking devices and particularly the capital 
ratio phase and the use of the FDIC because 
there you m41 simultaneously get a sort of 
happy compromise between the difficulties of 
selective control and quantative control and 
get them both at the same time. Third, I 
think it is a eorious mistake to count on 
the selective controls as being genuinely 
available quickly enough to meet an emergency 
which may develop rapidly. )(.y own guess is 
that the consumers' control that has already 
been installed is not ret a real control and 
that if the volume of nstallment credit 
shrinks in the next six months or a year -
I am not sure it will shrink - it will be due 
to priorities and the lack of automobiles and 

• 
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not to the control, that the change in the 
income situation has IDAde the new tel'IU 
already tel'IU more gener ous than lots of 
installment people would voluntarilY give to 
their customers. Thq are alreaq beginning 
to move on to more severe terms and they are 
not real restrictions at the ~esent time . 
You may ask, ~ don't they ose real 
restrictions?" When you start oaing a 
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selective contr ol on any sector you soon 
find it is a delicate matter. You run into 
all kinds of business competition and r ivalries 
and prior interests and groups and you have 
to move carefully and cautiously. Then on 
the housing control, are you sure - I mean, 
before we s~ we needn't - we don't need to 
increase powers over reserve requirements, are 
you sure that the :rreasuey will be able to 

fet the restrictions of the housing credit 
f it want s to? There are stronV powers on 

the other side . I would s~ don t count on 
that un~il you have it in your hands. So 
far they are advertising now on a bif scale, 
trying to extend their field of cred t. Can 
you stop it? Yaybe you can, but I bet it will 
take a major wrangling here to get arq re
strictions on that, so that you will find 
th.at in every step of selective control. It 
is difficult to administer. It is delicate 
and tough to administer, and the powers of 
resistance on every sector are very great. 

Goldenweiser: I t always leaves an uncovered territory. 

Viner : And it leaves an uncovered territory and the 
pr oblema of equity arise there in a very 
acute fuhion and it is very hard to handle. 

Now, the nut of this is that I think that 
certainly one thing that I hope you can -
everybody concerned can agree is that there is 
no objection to having on the st,tute books .ore 

• 
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powers than you hAve now over reserve re
quirements . 

Secondly, I think that whole questi on of 
bank capital r atios to shrinkable asset s 
ought to be looked into and see whether 
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moves can't be made on that line. There ia 
another item that I wanted to bring up, and it 
has slipped my mind, although I know I think 
it is important, so maybe if it comes up 
l ater I will come back with it. 

I find it m;rself impossible this moi'Iling to 
take issue with &eything you have said lie
cause you have pictured the problem of try
ing to regulate consumer credit quite mild.ly. 
I would SSf that it is even more difficult 
than you would suggest . 

Walter, do you want to say something? 

I have a little to add to what I said yester
day. I regard the threat of inflation as 
sufficiently serious to justit,y taking pre
cautionary steps. We have taken some. I 
think we will have to take more . I agree 
with Mr. Ransom that the probability is that 
you need more control on general fUnds than 
the specific selective control, and I think 
m;r chief concern is that in the talk upon 
alternative methods the action be postponed 
.to the point where it either becomes more and 
more embarrassing or doesn't take place at 
all. 

I have thought of m;r forgotten poi nt and that 
is on the inter est rate , that I think once 
you have gotten for a time on a particular 
level for the long-term rate, it is very 
embarrassing to have that rate rise. It 
creates all sorts of difficulties and yet it 

• 
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mar be that in order to stop inflation you 
need a rise in the interest rate structure, 
and I just want to bring to your attention 
the fact that you can raise the level of 
interest rates without raising the level of 
the long-term rate and that you oan starve 
the market with long- term securities and 
shift into the short- term and let that 
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rate go up and that what happens to the short
term rate within requirements is really of 
not vecy much importance; and when it goes 
up, it eases lots of situations, but it does 
not create collapses of capital values. It 
doesn't create a new iroblem of bank sol
veney. The rate now s abnormallr and in
convenientlr low on the short terms, and you 
can't keep the lo~term rate at ap~roxi
mately its present level within limits 
with a big expansion of Treasury financing by 
moving out of the lltllg-term market and sta,ying 
out of it, and if you can rely on the Federal 
Reserve' s open market operations to come in 
to help you whenever you need that, then Y9U 
know that you can support your short- term 
market if necessacy and that at any time if 
there are any difficulties there you can be 
tided over on them, so that the short-te~ 
rates - the rates mar have to rise, but they 
can rise on that level. I mean on the short
term from bills to tw~ or thre~ or even !cur
year notes. It doesn •t much matter within 
limits what happens to those rates from the 
point of view of the effect on the ecOnOMf, 
whereas the long-term rates you have got--

That wouldn't hurt our feelings any if they 
rose in that area. 

'!hat is what I am arguing, and yet it may be 
important to keep the long term rate from 
rising because of what it does to all the 
previous structure of long-term securities 
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you have outstanding where oapital values are 
so important. 

There are two thiDga that Stewart stated 
yesterday. One was, he raised the question, 
ia the present Government bond market intlated? 
!hat was one question he raised, and then the 
other one was the question of the soundnesa of 
the bank structure when this was over, h~ 
could 1t take the shock when this thing f a 
over? I mean, avoiding the 1920 episode. 
Those were two things fOU raised yesterday 
which haven't been touched on here . What I 
would like to do, Dan, is this. I don't see 
why this thing has to go on until the fifteenth 
ot October. I couldn't stand it. I wondered 
it, as long as these p,eople are here - are 
you busy for the next hour? 

I have an appointment at twelve fifteen, but 
I can postpone it . 

If they wanted to continue and then set up a 
little committee. 

Thet is what I would like to do. 

And then I would like to sit in again next 
Wednesday and then talk the thing over just 
aa long as it is necessary. We can declde. 
This isn't going to take until the fifteenth 
of October . I mean, we ought to be able to 
settle this, with the talent in this room--

! just wondered, J.lr . Seoretar7, if - say 
George and I , if we couldn't work with Ronald 
and the doctor, if the7want to represent the 
Board, with their nrious statts, the two 
staffs, and then--

! would like some~df from White • a shop also. 

• 
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Well, th&t would be part o! the stat! I was 
thinking o!. Do fOU want White on the 
committee? 

No . 

I was using Bernstein. 

That is all right. 

And maybe !rom time to time we could agree 
on points, snd than we could come to fOU 
and - or &ey"bod,y else in the Board and say 
we have agreed on these steps. 

Now, whether the action should be taken at 
that time on those steps would be a matter !or 
decision at that meeting. We certainly are 
agreed onothe objeotives here, and I think we 
are all agreed on the housing thing, and maybe 
that is one thin~ that aotion should be taken 
on pretty prompt!f. 

I would l ike to say that I think the consumer 
control thing doesn't make the sense it should 
make, leaving housing out o! it. Now what 
heroic process we get it in, I don't know, and 
I am not at all a!raid to undertake it because 
I think it is so imiortant it ouldlt not to 
be overlooked, and rsall1 don't anticipate 
quite the opposition in Government that we 
might have !ound at one time. 

I mentioned two months ago to Jones--

It was longer than that, JJr . Secretary. I t 
was way back in either Mar ch or April that 
you told Jones that the limit ought to be 
reduced substantially, and I thought he agreed. 

I thought he agreed. 

• 
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He aaid, •I aa go1Dg to take it up l'lght a'RT• • 

.lt our 111gg11t1on 1011 gentl•en and Kr. Je1111 
and the OP1CS people are on a aort of adrlao17 
oCIIIIllttee tor ~r and I oan go direct to Jlr, 
Jonea and tell IWil what the probls 11 and 
get h11 iJDediate reaction to it and t17 to get 
that thing. I think that no progl'llll il o<ll
plete witliout that, 

That is right. 

ot ooursehwhat rou reall7 need thereL. Ronald, 
11 OTer-a power I, It 10U juat do FHA, TOU 
will onl7 throw more bueineu to the non-FJI.l. 

You can't juat llmit it to th•. It will 
biialc out 1<11nhere elle, That h the trouble 
with the aelective credit thing, You atop 
it here and it will break out somewhere el11. 
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Certainl7 the banka are not loaning up to 
eighty or ninety percent on a pieoe of propertr. 

Same of these small financing companies and 
loan companies and what-not are doing aome 
Vll'J fancr financing. It rou atop it ane 

• place and don't atop it at the other --

Well, and ae r ou go along I think rou will 
have to talk t o SEC about eelective loans. 

New ileuu. 

You see, at the euggution of Jer<~~~e Franltt I 
recommended - rou ought to get tllat out ane1 
ehow it to the people - a committee to do juat 
thia sort of thing, and Jerome Frank ie Tel'J 
much interuted in it. It wa1 pif::n·holed 
in the Budget, and •• mla:ht duet t ott1 and we can do it inf ol'II&Ily, and then 1D.&7be 
eome c1q the Preaident 11.&1 tormaliae it, and 
it he doun't, we will go ahead &DTA1• 
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I think that is a subject tor discussion in 
this colllllittee. 

But there is that thing, you know, that 
Jerome .Frank waa so interested in and the 
President - I mentioned it to him and he 
was interested. And than the Bur eau of the 
Budget wasn't because it didn't originate 
there, I guess. 

34. 

lfr. Secretary, I think that if the Trea5U17 
and the Federal Reserve can work together, 
there is something to be said !or having it 
between those two agencies and calling In 
any special agency that is affected rather than 
setting up another committee. 

I am sorry, Jake, but I did.n't hear what you 
said. 

I ~e that if the Treasury and the Federal 
~e e oan work t ogether satisfactorily 
on this, I think there are substant ial 
advantages in their working together on that 
and calling in representatives of ot her 
agencies where the problem touches them 
particularly, but not taking them into the 
over-all problem which isn't r eally their 
business. 

You couldn' t do that on a control of capital 
issues. 

On the control of capital i ssues you would 
call i n SEC and on that thing you would have 
them participate to the full, but you wouldn' t 
call them in on housing or reserve requirements. 

I agree with that . 

lfr. Secretary, following up the point that you 
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made about October 15, I ahould think it 
awtull.T deail'&ble to oou to a fairlJ earlJ 
decision on this. I don't know 1f ;rou 
would agree with me, Ronald, but I think one 
of the criticism. we could make of the 
137 action was that it was much too late. 
We discussed it a long time and then we set 
the date wa;rin the future when it would 
take effect. 

We have no objection at allf lf:r. Secret&r;r1 
to disposing of it earl.r. just waat to be 
sure --

No, it has all bean out 1n the press, how ;rou 
people feel about it . 

Yea, everything ia in the press . 

But I mean this whole thing of how ;rou 
people feel - What is that fellow' s bond 
letter? 

Goldsmith? 

Goldami th and W. sa S;rl na Porter 1n the N n 
York Eveni.ng Post had the whole story, so 
samebodT had a loose ttllgue. 

I don ' t t&lce th11111 quite that aerioual;r. But 
the reason I suggested October 15 was not 
the idea that that - that the issue couldn't 
be disposed of sooner1 but that I wanted to 
be sure this time we h&d enough elbow room 
between us to be reasonabl;r sure our con
clusions were sound and not ruah into a 
situation. But when all of us have ~!Ten so 
muoh thou~t to it, I don't see whl It can' t 
be brouibt to an end much sooner, and the 
eooner the better fr0111 our point of new. 

I have set allde Wednead&;r afternoon at thr11 
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o'clock, and if you fellows can make some 
progress - just a minute, please, I have a 
call. 

(The Secretarr left the conference temporarily 
and r eturned. ) 

Well, are you satisfied? 

Entire.I.T. I thank you very much and appreciate 
your interest . 

Are you going to continue talking with them 
now, Dan? 

We can contlnue, Dan, at any time that suite 
you. 

Don't you want to make uae of this talent now? 
I don't know whether Lau~ is free now or not. 
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CONFIDENTIAL 
{1'1111 1a not etrlct.l:1 a T~trb&tl.a r~t) , 

S.ptai>er 4 , 1941 
llsOO .l.JI, 

RE AI D TO BRITAIN 

{Conference held in Mr. White ' s of1'1oe) , 

Presents 

PhillipS! 

Drowns 

Phillip .. 

Browns 

Sir Frederick Phill1pe 
Ill'. Chllde 
llr. Bewle.r 
llr. Ke;ree 
Jl.r. Chance 
llr. Rotd.Daon 
llr. Brown 
llr . Jr.:&des • 
llr. llhite ' 
Jtiee Jr.:istler ~ 
llr . Hi<WY 
llr. li&clv 
Mr. L&diclc 
llr. Cochr&n v' 

I was going to bring one of the .lustral.i&n men w1 th me . 
Australia h&s a h&rd core, ae we do, lliscellaneo.a 
m&chinery 1 etc. Jla1n point llbich aroee in discussion 
about .luatr&lia wu thie 1 they tl.nd 1 t extraordinarily 
difficult to get aey clear or aener&l decision out. of 
the Lease-lend, Th87 a.re &lwa;ys told that t he way to 
get the decision ia to put in a spec11'1c requisition, 
They are asked to &nsWer a areat n..t>er of questione 
and give a lot of stetistic&l infor.atioo about. how 
1111ch for d.Tili&ne, how web for t he J.noy, for d.Tili&n 
work, etc, The.r h&n to eat up COJII.plicated trade 
controls in Australia, collect a ••• of information 
if th.,- h&dn't it alra&dy, bring it onr here, fill 
out. the r equisition, &nd get turned doom. 

Have they been turned down? 

Not exactly, but. they feel nry strongly that they will. 
Before they et&rted eoma of theee oontrols, the.r would 
like Tory much to have aome kind of idea about retua&l, 

I would like very 1111ch to ••• them and find out the type 
of tbing th&t they will a Ilk a bout , · The.r will tl.nd that 
there is a certain general pattern - type of informa
tion ,.. would need to han. Aa :rou will awaciate, 
tbia Lez>ci-Leaae baa bean expending and expanding, 
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1b;r .... th- 1A a d:lft.-.nt oatoaor7f 

lllca- till ll haft baa ..S.. d1o_1.., a1Dco the 
hellmdnc ot Ula )'Ill'• .t. aood ~ oth•• hlldD't 
- :lat.o u-. !od4 llb:lpbaildill& -·t Ulclqll\ 
anthhlo. Cne:l.hlo Uld GU>wo wwo 110t ~tt.od 
..u.l attar J~ 1 Uld UM .u..r tloll dl.dn't
ld.& __., to Wflrl')' oboat.o 

I• \ll.a c:r ..... .., to beliaft tllat. 1t u.. ll ao 
throllll> Ulat. till fthorl -·t p tbr~t 

!bo Yar ~t Ilea ..,...S ae till olaaruoo ot 
thl t1ret<!ll• It 11 a •t.ter ot u... 'ftla t:lrn ll 
_.. u. ld.aut Uld .... tho 1aut -pl1oat.odo 

Wall, the 131 lllllll1.., ~ be ro....- U po\et.1al 
10111'01 of r••- d'l&'iJI& Ula ~ ,_. 
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l'b1ll1 Jill I 

loblDIICDI 

CIIU.dal 

Brconu 

Browno 

<211lde1 

-.,-
tw .n .n '*• \be t1awe ttl UletJu- lila\ 1e 
tile -' u.~ OGal4 ....... ·~ 

U w &0' 1ato ..U -'e w onU c111 wp oGIIIII.
dlr~ -·· ~ illdln-.J.i'-- •• ..u t~~a 
1t. ban't. bee~ ••• \o t.UaleW tba ;ret.. 

!lila wUl lie.......,, \o Cllll' ot.teauaa 011 7W1' eohtle 
...... JOil pt. ... - \o 1t. - bolt. obftt. -· t3111111J. ... 
lbo lboal4 ftret. naeet \bet. \bMI lie lllq1l1recl! 

~ \be tun JII'"P' ... \be ieU;iol a_.uaa J tr. 
\be s-et.uT. 

WOO&l.dll•t. 1t be jut. U wll \o ·--trow CD t.!ae Jll'op'lll .. _ban, 
I\ ~·t. be bed t.o lt.lrt. -- otb•l- pt. 
at. leon a pMI'ol acre '· 

I wUl alit t.lle llor1t.iM c-ua1ca 'llllet.Mr \bq
iDt. ..... tecl 1D \Ill .. lb1PJ'Ol'U. 

Todd i .o ftr7 rel'DCtiD~ \o bon ~b1Dc t.o do ri\b 
CloYomaant. tocd.l1t.111 ODd i.t it ..... ooDtJooat.od w1t.ll 
\bo poeeibill\7 ot GolW!*IS .,.,.sp. it. ai&llt ._ 
w1ll1.ac t.o boQ:r tbl Br1.t.Ub to.-t.111 iteelt, 

- # Well \bil ol~i ... would lie .. Wq t.o Todd, 

Do n tint opproocb tM Det!' Plult. 11:'...., cr do w1 

.. \o"" llor1tiae ec-uld.~ t.biJinT ~' 
•• wUl I'01el t.bl q1011t1.ca - pt. it. 1D tb1 ll1ll. 

I toke it. t.bere on llftl"ol et.oaM \o be r~ 
botON \be 0000\llltoDt.e bea1ll t.o operow. Do 700. ban 
~ epeo1.ol. 1D II1Dd \bet. t1111 110uld dotlq -' 

!11..-. hu bee 1 0 ncb nl'DCtonoe it. ai&bt. be jut. u 
wll110t to rid. .. \1>11 ritll tbo Dot-• Pl.aat Ccrpcr.,. 
t.iCD now, 

•• ooal4 let. t.ba lalow til ... 1e • beolllo .. 

Bat. \1>1 other oaatroo\o - lorpr. 

" 

Regraded Unclassified



Pldllipeo 

lbitAI 

Robi.O.OIII 

llrowDI 

1111. teo 

llrowDI 

lid. too 

<2>1ldeo 

lid. to a 

Child II 

ladAiea 

-·-
'ftl.,- wUl ..,, ..... , t.. Ule _. 16 UIU Jll'lllnt · 
!ben t.. ~ to lie Mid & bGUI .S.deao 

Ill at.u'U .. tale 131 ldll1• ........ ,.. w1U lie ... ,. .. 

wi.tla ~ tale ~' peoplA. DoN ~·· -.1\
_, ~ ·- UV'WIIC ~ t~~e tun .....,.., 

I~ .. w--. 
1 ---= jwnlfl01V.• of,_ I te0 llro .-o., 
'"" 1JI u.. 16 \be .-al. .u .. u. 1\ ... , ... 
lletter to pt tale .............. •tertecl. 

It 1\ ........ bca ll1r hldllriat to .... .~-. 1\ 

1IWld be •- otfeot.ifto 

II it ...., ntoocl ll1r hedllrld< tblt 1ft 'III.U ~ 
tbilf 

Yee. 

!!ne DBt itea, -u 1ft nat t.hia rl1eedt 

I baft di.IICIIIIIed t.bo M\t.er 111. t.b 1111', billa. 'ftlll 
IOU..,- ll.N 1JI tbo 8\llt.e ~· 

Jlo, it 11• 'lll.tb tale llee:retGT· It- ca tba .....
l.ut tiM bat lie paNed it -.,.. llobocl,r 11....t to objeo\ 

.. ... it ... pueecl liT. 

1Jell, n - DOt piiJillc til&. • • • 'ftla Jli'Obl& ie tbat 
t.b.,- COI>ld pt Dlq 111. tb tale ~. 

It - ...u rN\ ill IIM!r- t .. t.bl u.. bei ... 

'ftla oldR it pte tile liN wa-t it 111. 

'ftla ~ qu..U.., -arlll.q t.ba llee:retGT ia \bat of 
rnokillc \lie lll'itillb U.-• it tM!r - toroecl to uk 
f••l1-. 

-
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1b1WI 

I'IIU11pel 

lade•• 

• 

' -·-
We •• 110\ 1ille1T to 'be ~ wl~ tiiM putlm, 
part.lCIIIlarlT siaee •••I ~~~~he 11M .... .,_,tills tar. 
!be ciMI.IIia - ~ _. R'UW WRld 'be mq wllm 11be 
U.. -· &11 tM ,...,._, I wwtr ... 'bem .... 
I tllll* Ulat. 1t lt. S.. -.,u !t's to,..., ar ll"lhrl*o 
w 111.U lMw U eft t.M •pz's, 

..._,I wwl4 Uka to Mft ..._ trm tile 1!11••'*1-
a at.at.aeat. that., -. tba Jll' a' nlll pa\ •P t.o Ida, Ills 
... .ws act.. Alt.cMt.inl.T,- -u Ills perlaaUT .. u .. 
t1e4 with a ..,..U asaarUICa that. it tala,._,.-. 
t.o craat.a d:l.at._.baD_ I'MIIltiJic 1A u.a bfd1nc liP of 
i.JipOI't.Uit. oa\ract.a that. the u.s. Qouw -t. depu1Mate 
w1U deal wit.b t.llls e1 tuat.t• liT raquldUa' "II at.o. 

I al-..p fel.t. that. w ba4 that. --· If u;r 
d:l.ft1culto' - .. t.bat. tba u.s. w1U uaiet. 1A tM 
aituat.ica. 

Ill'. ledee 1e UMn u:r 1Jid!.cat.1• tbat. t.ta Qouw xt 
wo.WS DOt. 'be Ot ual.at.anoet 

... Tht ~ t.tSAc 011 t.ta lleclret.ei'J'• ciMk wa aboft 
tha U07117&o TIM U..,..UIC& J'Mt.a with t.ta t-4-X.... 
deptrtaeut.. It 11 a q,.et.ioul ot req\1171 Uoa1q t.ha 
plant.e. It. would n.pJ;r ba a queat1.011 of 'llb,et.ter t.ba 
Preaid .. t. WOIIl.d "Clulei t.t.., tha plallt.a liT -u ... 
Cl'der, I feel. pera...alJ.T that. it. i•'t. ptq t.o pt. t.o 
that po111t, I t!t1d< that. Ill'. ad..lda ..,_ 111.t.t -
t.tat. 110 oowt. ....WS iana u ~- to reat.r1ct 
t.111s 61111 wriaa • 

• 

CbUdit .J- 17 of laat. .,.az I wa ywq Ball worried. llolr I 
- laaa worried. 'ftw:r llill>t. at ..... aboft Jllir1nc 
t.ta. • ba'l'n•t. tills u_.. t.o .,.; thm, • -
alJM,7a ·~ t.tat w • .., • t. ao t.o jail for t.aD JM1'7 1A 
Cl'der t.o PlliT the.. SaoC!IIdq • t.bq Jd.&ht 10 to tills 
MII'Dfactarer1 Slid atop daU'I'&l')'o 'ftw:r oo'Dld NT t.tat 
w ban tallAD doonl • _. ...,_at.s Slid han 110 riFt. 
t.o t.t- pl.aMa. Yn 111Ft thm raqdsi tl..., t.t11 at.aff 
Slid cat. it. t.o ...... Lm~... "'- JII'Obl-
d:l.llilll.ib trm c1q t.o c~q, I do DOt. teal a•a•ll&d abod 
it.-, ... ~. 

llld.t.at tf ,_ wal4 Uka0 w 111.11 pat. it. • tha apada aDil 
wal4 niM it.. I 'ftOIIld -pwt. t.lllst. t.llls Saal'at.&l')'1 1 

~ WftlAS ba t.Mt. 1t ,_ are DOt. J11111nc • tba 
-waot.a w a1Pt. as ...U. wit.. ... t.anr .,_ obaloe 

• 1A tha •t.t.ar iao a. d:l.d J'W atop ~ • t.hoaaf 
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~Cede•• 

!lrOIIIH 

llrolllll 

Pb1ll1paa 

I 

-»-

Apdl« ... 

&blot 120·11llli- ot 1t i.e 111ft • - ot Jlwlab ........ 
8IIIT l"!Pl'• Yoar eoaVaot 1a dl.not. with the -atanww 
•• t~>et tha rr-ll -u ~ .... a -· ot ..u. 
apillat JOV.111.toad ot tba -rutvw. ., llllliCIIl 
left - ~ be Oftll leNo U tha clollTari .. _.. Jlllde, 
their abili t,- to atop Jll'odlloti• lo .. eu. 

~· t.b1rd it. - cold lliDiDC u""'.....,. tor tho Bolc1aa 
Ccmco· 

s-u. oan.cs Clll - fl"• tha lolela ~.,. and Micl 
that tha,- bad an oatplat ot pld,. tha lolg1a CaDco 
ot appi'OX1M.tol,-~ lllllioo a 8CIIlth. !tao 
lolgla Coqo 1a part ot tho aterliJIC area. Da.,. 
pat 111 a reqaiaitt.oo tor nuW e•e•.....,. to ......un. 
operatt.oo. 

It nm't a b1g order. Tba,- ware not bT tho rep~ 
that sold wu not ... ontt.al tor ooet1Dul.nc the war 
and tbat no atool would be eado e'fld.loblo for th1a 
each1Jl01'7o 

I uedoratand tbat it 1a tho OPII that raiood tha 
prioriti .. q,..atioo, 

Tho Bolgl- ban ~t eoot ot tba1.r ahdes eqaiJIPe\ 
bare, and ao haft tha Sooth .U'ri-. ICr quoatiae i.e, 
what it tha - docieiCIIl abould be eado - • Sooth 
Atrioan roquoot tor .:Laing uobi.Dor7' 

Lot u wait untt.l tho q,..otiae - ap to u u 
it Jll'Obabl.T will, In an 1 te. ot that ld.n4 1 t ~ 
would - to ,.. , and I a not rare what oar pooitt.oo 
-wt be. !tao -t of gold prochaction iDYOlftd 111 
tha preact cue ia ..U. Bat tho atate.eet tbat 
eecb1Der,- i.e beiJIC aont to tho Bolg1u CGDgo with 
wbicil to prodeoo IOld 'llhioh •-• to ua oae be udo 
tba subject ot di.aou.S.CIIl wbiob I ebould th1d< 
w would lil<o to aTOid it pooaiblo at1l thoro wu 
.-tb1J1C eoro at atako. In oti>R worda, w wouldn't 
ftllt to,.. oOilfroatod with tho -·aiv to .C&IIIl
poeiti• that w era td.thar -eel=~ pld Jll'odlaotia 

• 
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Wbitel 

Browns 

!'111ll1pe I 

1lh1 tea 

Philllpel 

llaclcl 

Pbillipaa 

Philllpea 

1lhl. tea 

l'bill1pe I 

-u-

or dl.ooaractac cold proc!Dotioo. 2111 1'reNarT 1101114 
ll.ka to a901d tld.a. I • ahaid \bat. ia ,..., ~ 
!Iappe bare. bpor't. ooDt.rol, Jll'iaritl.aa, l.xi-laua ••• 

Tbq ww. tr7iDc to ~ it.. It. io 01'111 a probl•• 

I t..h1nk t.bat it cioN J'ld •• am ilwa. 

S1r Praclarlck 1e aakiD& t.ba Tr1U1D7 to briJ>a 1ntl•noa. 

ID rtew of our produotl.oo of cold, t.be parcbaaa would 
il!Yolft • • • t1D&Deaa of t.ba ot.arl1nc area - .S!rlnc 
• cb1D•J'7 IIWit. bl kept. up, We -.ld lil:e to refer th• 
to the u.s. ~. 

I cloo1t kDGir \bat oar an- would ba &'If dltferent., 
but OPII eb<luld baft Nfarracl to ~~a. It atfeete et.arl1Dc 
aeaata. It cloean•t COM 1IDCic" Lend-Lease &D7QT• 

Iou are problb~ quite ricbt• Bllt 1t South A.Mca 
requests eucb Mcb1DIJ'7 it w1U c- up let.ar 1IDCic" 
Lend-Lease. 

Your IliaD Grey would ba able to help on tbet. Isn't be 
on the An\7-lla'fY Pr1or1t1eo Boarclf 

Iae, I w1U ban b1a tine! out. It looks ll.ke tbe fore
runner of a aer1oue probl•· That 11 ~ wa br""'bt it 
up. 

a.. 7011r reJ>l.T gone bade to om 

'lba Belc1am'a baa, I bll.iiTI. 

The next queatiCD baa pertiDIIICI &aide troa the ceneral 
problem 1D amtioi.petion of t.ba Secrete..,.' • appear111c1 
on the appropr1at1.,. for \ba lADci-Leae• bi.U. I teal 
alaoat cert.ain \bat •-bocl7 w1U aek b1a fer a duplicate 
ot tba atat-t w!d.ch ba nbaittld in the first Lelld
Leaea bl.ll. Tbe Secrete..,. w1U probab~ want Uda. It 
wae rq thou&ht that n a1&ht Ultieipete that &Del work 
out acaet.hiac and aaa•bl• the 11et. '!'ben n would 
pt topther w1 th 7<1r1 aan ancl work out a etataaent that 
would report the a1tuat1oo to 70ur aatiafactl.on. 

Oo OYer a fw pa1Dt.e . 

• 
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lhitAit I oa1t. M:T Wbetller tb.-e 'III.U be _.. 1lrterN\ iA -

.s.n.u. flit l.Ma. OM er Wll will be _.. tat.en.w. 
'11M r••'.....,. will be l.Ma. I\ .q be Ulat.- flit'

.., P* tM Seoretar7 U'OIIIId a bl.t 11114 tM qwl.tbn . 

'11111 to buolle U...t 111. wat.ioa -u be to be poe-Md 

ot all u.a tact.e. 

l'b1ll1pet Augut. 301 baleoe ot plAl-. $195 .UUoa. U ~""'

"" 0111' ooDt.ract.e bold up tor t.be Da\ 111.z ...the 1 w 

abollldn't. ~ us:t oaah at. all. 'l'hera 1a the quat.ioa 

ot t.he t.rut t'allda. We b&T&'t .ada ezq procreea oa t.bia. 

the lA,yera .miaa "" to do DOthinc about it. ••• 1300 
.ulloa out of the old aat.iAat.e ••• I don't t.bi.Dit that 

dir.ct. 1nna-w ebow Ul;f • ...,....,.. dinra-. 

Wh1 tea 'l'ha question of $)00 ailliem would baTe to be aone t.hroup 

th~ becau .. •- at t.be baar1Dp .., aak 1111:r 

48 

it. .... not foraaaan em Jm u.arr 1, ud 1111:r it wae aacert.lll.naol 

later tllat it _,, lap.l.q poalll.bla. thoae arc-nt.e 'III.U 

aria a traa t.hoaa *o are not iA ~t.llr • I t.b1Dk that em 

that poiat - bed better prepare &a aeb Mtci.al iA ......... 

aa w can in antioipetl.oo. auld it be all r1pt if ,. 

went ahaad 111. t.b t.be praperati.OII of a balanoe llb&at 11114 

1t JOU will appoint .... ..,. to act-

1'111ll1paa I would .,.aaet that 7ou pt bold of t.be praaa not.i .. that 

Jaeaa J- iawed at. tbet t.taa. C.. up to nU .,..... 

t400 111111011. • , .Bot Y&l.u 011 .... other dire~\ :lnnat

...,.t.e wbl.cb he .ada ....,., bleb 1n>uld •01111t up to $,00 

a1111oa. Add Viaooaa and Brown and 'f!ll1•-- -

quote about t.ruat hDda - and it wouldll 1 t ba tar oft 

at t9QO aill1011o 

Whit.ea We w1U t.l')' to work that. out. Would it. be poalll.bla 

for - .., 7tNr at.atf to prepare a -armd~a deal.1.q 

llit.h t.r....t t'allda, Httl.nc forth the aalient. point.at 

Bftl&7t We baTe a poaat. deal of ut.erial 011 t.bl.a. 

Whit.et SiDe& it. 1a .Darioan 1• that. oauaa the d1tt1011lt7, the 

probl. of dat.,dinc it before the c-l.t.t.aa 1a lll.wplar. 

O...lqt We 1I1U prepare a ...,rmclla, oert.a1Dq. 

111tit.ea we 1I1U ao O'fV u 111th 10" bclp to uta i\ aooapt.abla, 

that t.ekaa 0111'& ot it• It• 

• 
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llhitel 

• • 

-u-

We b&.,. to Mite tarecut tb&t the .. are JOUZ cub ueete 
aJid tbeae are JOUZ oeeda tor tbe cCIIiD& .tx ~~, aJid 
tbeae .... '1f1l1r z:eeclli'Cea. Tbe fir at thing tbe7 .... ccd.q 
to uk tor h bow aucb :rov. are ccd.IIC to aeed, aJid don't 
7011 b&Ye arJ¥ reaouzcaa? I tb1nk n would. aooner or late' 
b&Ye to preaent that to thll!'• We would. prefer to preeeot, 
u toraarly, your aatiaatea repreaeotiJic JOur ateteMnt 
ct JOUZ caab poe1 tiOD and. ot 70UZ neede eod. reaOIU'cea, 
aJid the olll;r thing tb&t n will d.o 1a put it 1n a tom 
wbicb woul.d aoat euily 1M tollowcl by tb& c-ittee. 
But there aq 1M cloeer queat1on1ftc on .... it•a than 
there wu laat tiae by Yirt\18 ot .... d.iacueioaa. 
!llere aq be ....,. at &llo 1'bq a11:t DOt 1M 1ntweatecl 
vv langft-. 

49 

Ph1U1pat SU .ontba 1a about ricbt? 

Wh1 tet It would. •- ht .tx .... the would. be tba logical period. 
tb&t .,. could. pre..-bl.y eatia& te aead.. Certeilll;y tbe 
Brit1eb Tre&aiii'J 111111t look aix .ontba ebead. on tbe picture. 

Kiatlert Tbe7 al.cbt like to co~e the c&eb position durin& tbia 
year witb tbe torecut that waa Md.e of 1t OD JanWU'Y 1. 

Wh1 tet R&d. d.el1YV1ea been aa ra\d. u anticipated., etc? I 
beline that 1a wbat Sir lrad.arid< bad. 1n aind. !be 
1101'8 1ntoraat1on we can gl. Ye thea aJid tba .are into.,.,... 
tion we b&.,., the euier w1ll 1M tbe appropriation. 

Brownt VarJ aueb ao. 

Wbitet It probably w1ll 1M a d.upl1oat1oo ot tb& quaatioal.ng 
b&aad. em aucb atet.ent u would. 1M aft1l&ble eo tb&t 

Brownt 

Whitet 

S.Wleyt 

.,. abould. get at leut u aw:b u " can in antie1pa1;1on. 

!Ilia t1ttb itea, coal tor bunker• at Weat IDd1an porta. 
It waa aant10Ded. 1n tbe laet .. ating. 

We are taking care ot it. strike 1t out. 

Row aueb d.oea 1t AIPlllt to - leu than a al.ll1on? 

It d.epmie upon bow lone a period. )'Oil are conaid.er1ng. 

• 
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'lbiWI lD tM DUt 81x ~f 

S.Wle)"l c-1~ leu tMD a ~011. 

WbiWI 1ft tb_.e .. otUr po111Wf 

l'b1llipel To retarD to tile tire~ it. 011 the ~. n elida'~ 
N:f IIIICII abou~ the 1rN' ~~. bla~ :rou '11111 ... 011 
0'111' paper tba~ tb ...... TWJ li~tJ.• &Oocl - u. ... ~ 
iapoM&nt u.... I did baft a _.4 with llr. IIDCl.crT 
ud he ecl.d tba~ epproxia\elT 1100 111111011 ot tile 1rU' 
J)epartaeDt a pproj:C'iaU011 wu &ftilahla tor tbie joh. 
~ no raal ~·· baa heeD ,.. ailloe tile 
~ -tile t11"N• laa~. 

'tlbiWI 1bere hu heeD DO JirocrMaf 

50 

1b1WI '11th wh .. 1e it aait1q a decd.ai011f Ie there .... 
ima.Uptioo btli.DC ...S.f 

Brown• I tel.Jced with Mr. llc0107 before our lu~ ••tiD& ad he 
l&id he wu go1Dc to aM tile S.oret.aey tba~ att.emoon. 
I~ wu a YC'J' del.ica~e aituat1011• He tMle i~ 1e up 
to h1a to aM tba~ .... thin1 h acooapliehed. He wu 
to ... S.cret.ar)' Stiuoo. I henu1t hurd tba~ ~ 
anner wu gi.YeD. I • ahaclutel;r oorrdDced that he 
tMl.o it 1e oo Ida ebo..l.dera, 

Rolll ... on• .b reeent.l)' u :r•~ tMre wu ~· 

Whl.wa '!'be _..,. tbeJwere to he.,. apeot tor that. we llha~ tbfJ 
llieeed 1.n the appropriat1011. 

ftol:d.Daoa• I don't maw tba~ tba~ t40 ll1lli011 1e atUl. thwe. It ia 
tile tirat. it. oo pap 2 - ooatracw pl.aoed ailloe IIU'dl 11. 
10'111' ~ ago appa.re~~tJ.:r General Barna err&11184 to han 
$40 111111011 which repreaented all-u- ill acaaa ct 
NqUi.r•enw to WI<• oftl' BriUab oontracw ud adYiMd 
AzwT OrdzlaDoa, It that $40 111111oo 1e .Ull there, n d0111t 
maw that it b, it oou.ld reaaonahl;r ha applied to IIU'cb ll 
oontracta which are DOW raduoed to l30 111111cn. That 1W. 
aa wall. aa theae otAer it .. aU. •- to be TWJ hlad< •• 
tar &a an;, JirOP'Na ie CCIIOerned, Jlot. in pr1Doiple1 blat 
ill Jractioe. CltttiDC appropriaUODa baa oODtribllwd to ••• 
it tbe1 MD poeaiblT a't'Oid, 

• 
... 
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lJIIdGo :r.ue-r..t it _., be daM. 

I cloD1t -' to &ppMI' w-.., blat I Da. tile 11ec1rftu7 
'M>Qld uk, 'llben h tile bl.ockt llllo doH tba deahl.on 
reat witll ud 'llbat u t.bat peraon n1t.1Jic tort Doea 
tha dec181on r .. t witll 8earftu7 hl.uont 

Pb1llipe a Iaa, 1t do ... 

Robl.uoru ~ tha uwr bu it. 
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Whitao It 1IOI1l.d -w-r thet reuoaabla ti.M bu alapeed that noll 
inforaatioa ehoald ban bM11 pthered. lo ucertaill 
elAaeate are ill tlla pl.ct ... a. !beD do 7"" th1D< 1 t -u 
be approp~iaM at thia tt..a, or at t.ba 11axt. aaatillc, 

Browno 

thet tile Sec:retar7 tllka up t.ba •t.ter 111 til s.cr.t.azT 
Stl.aecmt In tha ligllt ot t.ba b1ator'7 ot thia, it 110'1114 
appear to .. that DODa ot ua - clo ~. 

llcClOT ~ be 1a arlcillc barcl. That h u tar u ba ~ 
go. 

Rolxl.naono It baa bee toro aont.ba or 81x waau with tlla Or<IDaDoa and 
air people. • •• $44 llillion ancl u auch aircraft u wa 
can gat. 

Browno AroUDCI $.3S ld.ll1cm ••• 

111d.tao OYer $100 ld.ll1oa. Ualaaa th- 1a .... new to the 
CODtnl7, 'lib a 1\ -• up at the 11axt. aeat.1J1c 111 til t.ba 
SacratarT, w will illd:l.cata u tar u poaAbla that DO 

procreea baa bee aacla and tllat. oo.ltaenta pn DO 

pr-c.l..la of ba1ll& herwll acl •-• 

I 11111 apeak to the Saorat.&IT about oaJHng bia"'-t
t.ba Mating. 1t 1a a 'rW7 10ocl CIUIIMtiOfto U tar U 
thl.e oo.lttaa u ooacarnacl, t.ba ball 1a 111 hie lap. 

llr'. 1t1111•• baa • ._ wll1 to abaete and thaaa .. • t.ba thi.Dp 
t.bat ban bee doDO try t.ba aia81oaa t-.al...., ••• 
I ,co to ls,ooo ••• 

• 
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Broonu 

Cb:l.ldoo t 

-16-

'l'e wwld lib a OCIIr• I Will lo*· :1.\- lawo I8 
u-e ~ - tb- \ala\ ,... -u ... w llrbi 1IPf 

lot.b:I.DI ~\ I ar:.. ot • 
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81.pl:r u a loa u:t..ac. I IIICNld lib \o .. ilia\ a Wtpw 
- :I.D bot- UWo ...... ~ ~ :I.D ao:I.DI \o ... 
GrOP tbcrt:al- :I.D ~ .... lfan. ... ... ao:t.ac \o .. ,.... 
wUb tbt pte& br1l1\7 ot ~ tbt ...un IIMr 1f11n. 
Becautt ot lll:l.ppilla Uld other o-1d••tt-, w 1l:l.ll. han 
to atk tor -help hfte. I\ oonrt ,..,..el oouat.r1"
Turkq, Iraa, SMall, .lbTte:I.D:I.D. 

llhat -u be the bu:l.t ffll' ~ hrk~Jf I!"" :l.t tbt 
Uolo OODOIIZ'Dtclf 

Iran Uld hrkq beoctt tbq DMCI poa:t.a. hrke:r 1t pro
~- ••• Iran hu a dUferellt pol:l.tioel lll.tuatl-. 

Doeta•t it - •<il u to tbt 11117 Uld h"" of~ 
wppl:l.tt to Tvk~Jf 

!Mrt it a 111ddlt lutllr'D SUppq Ctlltllr 11111ch haadltt 
c:l.'fil11D pGPQl.at:I.OD detDclt 0 Ptrbapt tbroqll the hrk:I.Dh 
Oovenatat. llholt wppq qetea hu DOt beao cl.tarl;r cletiDtclo 

1'111ll1ptt What hU happqtcl to 'tarkq -- x.-l-Leutt 

Ch:l.ldoo t 

Bl'c11DI 

Broom a 

Ch:Udta 

'l'e haw rtq1lit:l.t:t...i tor it - h....ntcl it rlra1aht. 

DeftDtt of Tvll:q hu DOt ,U bttD to.d -DUal 
to ov.r protect:l.-. 

'ftl:l.t probla 11:1.11 be a part of Lttd-Ltut j'lldptDt ••• 
• 

aul.d d ~ be pol1t:t.oal u ..U u -tal7 c~dllratloa. 
It it a Mttllr 'llb:l.<il would plq a rclt :I.Jl 7t:triZ '!elll&tlODo 

Ytt. It ·- to laeU dan to ,...q a tb:l.pplna Jli'Cbla. 
!ht wpplitl art :I.D IJld:l.t Uld AuVDUa bat are--.t aVIII.ltblt 

u lb:l.pt - ae tbt AUaatlo rCIOdt. 

Sld.JIPI..DI .,... a coa.:l.deret:t.ae. I d:l.da' t ar:.. it wu tbt eelto 

Jjlt. uNiT trutportat:l.aeo I doD'\- ID7 d:l.tt- :I.D 
Wtld..ac it rr. Autrtl1t Uld Wk:I.Da it 1Na tilt u.s. 
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- 17 -

It is not an imledi&te probl•• W1lJ. be aoet urpnt 
tnouiJI when it coMa, 

(lolr. Cochran came in as the group wae breakins up. White aaoured 
h\111 they had discussed the question o! sold-mining maehinery 1n 
the Belgian Congo. ) 
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September 4, 1941 
2:~5 p.m. 

RE AI D TO BRITAIN 

Present: 

H.!J. Jr: 

Graves: 

H.M.Jr: 

!lack: 

• 

l.lr. Graves 
Ill' . !lack 
J.:r. Stettini ua 
Ur. Nelson 
Ur. llacKeachie 
.llr. Cox 
l(r . White 
L!r. Young 

I had e. chance to sho,,. this to Hopkins, and 
he is up now so high he can' t be bothered 
with these details, but he thinks it is all 
right . I mean, that you (Lack) should have 
the fifty million dollars. You haven't got 
an, copies of this? 

I have a copy here. 

That is all right . 

Now shoot at me on the other thing, will rou. 
It is a good memorandum. And when you get 
out of this meeting, will you take a look 
at that clipping. Don' t bother with it now. 
You might give Chlok Sohwarz an an~er later 
in the day or tomorrow morning. 

All right . 

Well now, this memorandum has to do with the 
frozen funds . That is where the priorities 
COIIIfl in • 
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H.:J. Jr: 

l!aok : 
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Hopkins never l eft here until two-thirty. 

And this has to do primarily - well, exclu
sivell with met als, that is, steel, zinc, 
copper, Vig i ron, and so on. We have 
requisit1ons from the British that specify 
deliveries over a period of several months. 
We get the - the money is allocated for the 
entire purchase. OPU has followed the 
policy of making an allotment in - an allot
ment or priority ratin~, in most cases, on 
a monthll basis. Therefore, we have these 
lags of the balance of each requisition 
beyond one month. As you will notice from 
some of these instances I have here, the 
first one, eighteen million dollars is the 
amount that is required to cover the entire 
purchase for all the deliveries, but the 
amount allocated, ~thich is the amount that 
has been purchased, is about three million 
nine, or a. balance of fourteen million odd 
that runs i nto that frozen fund total. 

The same way on zinc. Now, we have re~ui
sitions for zinc that call for deliver1es 
over a period of a year and we had a 
clearance froo OPU. For example on zinc, 
the orders call for deliveries for twelve 
months. We ~et allocations b;r the month. 
·.1e according.cy may purchase three and a half 
millions. We have sixteen and a half mil
lions that go into that frozen fund total. 

Now, the suggestion I have in mind i s this: 
that first we get straightened out with 
these requisitions that are on the f ire, 
that is, that need to be straightened out 
on an all ocation basis, and I am sure that 
that fal ls within the picture that Nel son 
is now tryine t o work out to make immediate 
allocations of everything they have over 
ther e. 
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H. !.I.Jr : 

!Jack: 

!!. l:. Jr: 

rack: 

H.ll. Jr: 

!Jack: 

Graves: 

H.M. Jr: 

Graves : 

- s -

The second thing that I think is - pr ovides 
a control as t o - and we can do this in 
Procurement if you want us to . \Ve asked 
the British Purchasing Commission in charge 
of defense supplies t o tell us before they 
submit a requisition, or tell Lend-Lease , 
what their requirements for metals will be 
for the next three , six, and nine months. 
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Then we will take that schedule, go to OPY 
and say, wNow, here is what they want. How 
about the priority ratings or the allocation?" 
and they say, ''l'lell, we can give them fifty 
percent of this, seventy-five percent of 
that, and so on." Then the requisitions can 
be made out by the British Purchasing Com
mission or the China Defense people only for 
what has already been cleared by OPY. , 
Therefore, we don' t have any loose ends hang
ing. We get the money for that amount . We 
buy that amount because it hes been cl eared • 

• 
I think it would be much better . 

That is the suggestion I have in a nutshell. 

That would be much better. 

And I think llelson would be tickled to death 
to do it. · 

In other words, they would let you know 
informally what t heir needs are? 

Yes . 

!Jay I put in two cents worth on this? 

I wish you would . 

I did not understand from Mr. Gaston' s memo 

• 

• 
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H.J.I.Jr: 

Graves: 

B.l.!.Jr: 

Graves: 

Mack: 

H.I.!.Jr: 

Graves: 

H. ll.Jr : 

lo!aok: 

H.ll.Jr: 

- 4 -

to ae that there had been IJIT oriticia of 
Procureunt on &JI;fbod,y' a part. 'l'he st a
tistic a looked bad, and it waa Kr. Gaston 
who noticed that and called llr. Jilek in, 
and said he had better make an explanation 
of those low percentages. 

I told Gaston to do that . 

Yea. I simp~ wanted ;rou to know that accord
ing to llr . Ilack none of the peoile that ue 
present at thla meeting have po nted anr 
fin~r of cri tioism--

You want me to be a softie, do ;rou? 

I don't think 1 t would be wise to give tho 
the impression that we have been.oritioiaed, 
because I don't believe we have been. 

(Mr. White entered the conference. ) 

Nelson has been ver;r cooperative. Of course 
Stettinius is new over there . 

But b;r going into this thing, I have got some
thing to complain about. 

That is different . 

I have got aomethln~ to complain about, and 
I am going to a~, Now there is a new deal 
and new people and I want to - I don't want 
to be mixed up in something that takes fort,r
two da;ra to clear from the da;r the{ give us 
the order until the da;r we bu;r it • 
• 
Yes . 

I am siok and tired of going around and do
ing ever;r job four times. Ther had better 
do something about it. 
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White: 

H.M.Jr: 

l'lhi te: 

H.ll.Jr: 

White: 

H.M.Jr: 

White: 

H.!.!.Jr: 

Graves : 

H.M.Jr: 

White: 

H.!.I.Jr: 

White: 
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We find, Ram, that fr0111 the cia7 the English 
placed an order until it reaches us, it fs 
thirt)- cla.7s. 

Between the time ther place it and the time 
it reaches rou? 

Fr0111 the time the requhition comes out until 
it gets to ~ck is thirtr dars. 

Where is that del~ due? 

\\'ell, we have got a memorand\111 here. I will 
read it out loud. 

~be ther will do better. I should give them 
a chance before the new group. I don't think 
ther will, but I sar--

Well, the whole new group is going to be here . 
The whole new group is coming here. 

I saw a couple of them outside, I mean rather 
than laying down the law--

Oh, rou fellows are a lot of sissies. Good 
God! Eve17boq a.round here wanw me to be--

l don't think there h a.DTthing wrong with 
rour la.7ing down the la.w with respect to this 
new routine . I think that is swell. All I 
sar is that I don 1 t thinlc we ought to let th• 
believe that we have found them critical. 

No, I am taking the offensive. 

All right . Before we had a half dozen and 
now we have got six. 

Six wha.t? 

I a~ before the new set-up there was a half 
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H. &1. Jr: 

!Jack: 

White: 

H.M. Jr: 

White: 

H.M. Jr: 

Mack : 

H.l.!.Jr: 

1/.e.ck: 

H.U. Jr: 

Uaok: 

H.1!. Jr: 

- 6 -

dozen and now there ia six. 

Well, this 11111n Stettinius 1a in charge of 
Lend- Lease and JlaoJCeaohie don the buring, 
and Nelson does the priorities. 

That is right. It 1a thirty days from the 
time the requisition ia issued by the 
British until we get authorization to buy 
it, tunds allocated. 

Have you got Aonstruotive suggestion as to 
how it should be done? 

Sure, he is in the Treasury, isn't he? 

Oh, yes. There is nothing like g1 ving them 
a good start. If you have got a way to 
shorten it--

We have. He is going to take ten from now 
on. He ought to be able to do it in ten. 

I don't think from that record that we have 
done as well as we should. 

No, I don't either. I think you could do 
better . 

Yes. 

Now, four days in getting these forms 
throuldl - of course we have to get estimates 
and ail that, but that ehould be shorter. 

Was the four ·days on us? 

Four days on us. 

No, I think a week - you ought to be able to 
olear an order in a week. 
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White: 

llaok: 

White: 

l!ack: 

White: 

llack: 

\Yhlte: 

H,1!.Jr: 

l!ack: 

H.ll. Jr: 

B.l.l. Jr: 

• 

- 7-

This average that fOU have arrived at, is it 
fairlf representative or is it some kind of 
a--
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We got it as quloltlf as we oould . We had 
our fellows take a apot, nineteen requisitions, 
and follow them through. 

Out of .how lll&nf? 

Out of a whole oase tull. 

What does that mean, a thousand? 

Oh, it would be several hundred, yea. But 
otherwise it would take weeks to get tabula
tions on them. 

I would be inclined to say that you took a 
test sample rather than the average time 
required. 

It says so. 

In the next to the last paragraph, I say it. 

It is a good memo. You oan't find anything 
the matter with it . 

(ltr . stettinius, ltr. !Iebon, J.!r. llacKeachie, 
and Kr. Cox entered the conference. ) 

Well, gentlemen, the reason I asked you to 
come over here was this: You may know we do 
a certain amount of buying under Lend~Lease, 
and I took a - had llaok take a look at it, 
and I think the quickest way to do it ls to 
read you a page and a quarter. It says : 

•As requested, the following are the steps 
taken nth respect to Lend-Lease purchases, 
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H.li. Jr: 
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together with the &Terage tLae required 
tor each atep: 
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1 (1) Requiaitiona are written and dated bf 
the Bri tiah OJ;' China Defenae Suppliea and aub
mitted to Defense Aid Reporta ; thence copiea 
are sent to Procurement DiTision and O. P.K. 
From date of requisition to receipt in Pro
curement aTerage lapae of time 1a two dqs. 

"(2) O.P.ll. e.xami.nea for anilabillty of com
modity, method of purchase, and whether 
supplying will interfere with our own 
defense program; then clears to Procurement, 
four and one-halt days . · 

• (Note: This average time will probabl.Y be 
extended by three days when priority ratings 
are to be lndioated by O.P.U.) 

"(3) F4ii LLA-8-·" 
That is the request for the allocation of 
funds . 

• • •• • ia prepared by Procurement for submis
sion to Defe.nee lid Reports. From date of 
clearance b,r O.P.K. to date of aub.ission of 
Form W-3

1
four daya1 

- which ltr. Jfack says 
is two days too long. 

"(4) Letter ia prepared by Defense lid 
Reports for signature of the President, ap
proTing allocation of funds and transfer of 
cOliiJDOdity to the foreign government . From 
date of submission b,r Procurement of Form 
W-3 to date of letter to be signed b,r the 
President,twelTe daya. 
1 (5) After aigna_.e by the President, t rana
fer directiTe submitted to Procuremen~ eight 
dqs . 

• 
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•(6) OB r eceipt of tranafer-directive - • 
which totals up to thia point it totale • 
thirt,r da7s. lt that point, 'on receipt of 
the transfer- directive Proaursment proceeds 
to llllke purohaee , " It takes them an average -
we just picked out nineteen different requi-
sitions &nd the average of those nineteen was 
thirt,r days from the time the thing was dated 
at the British Purchasing ~salon until it 
reache~ us. "OB receipt of transfer- directive, 
Procurement proceeds to make purchase. From 
receipt of transfer-directive to date of con
tract, twelve dqs," and llr. llack a&fB that . 
that is too long. "The tigurea above shoring 
average time required were arrived at bf taking 
the records on nineteen requisitions which 
are believed to be representative of the 
usual requisitions received in Procurement. 
This procedure requires an average of thirt7 
dars !rom the date ot the requisition before 
we are authoriced to make the purchase, of 
which total twent7 d81s is taken up with 
routine having to do with allocations tor 
ealh requisition. " 

This is what we would like to do, it fOU 
gentlemen would approve. It ia suggested 
that the present revolving tund ot ten million 
be increased to titt,r and authorit,r granted 
to use this fwld in order that illllediate 
purchase mq be made or that such other steps 
be taken to reduce the time now required tor 
obtaining allotments. 

We felt that it, after considering, 70u would 
give us that kind o! a thingf and I take it 
this goes to 70u (StettiniUSJ doesn't it? that 
we could do business and cut the thing at 
least b7 two thirds , 

Now, Hopkins waa here tor lunch toda7, and he 
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Nelson: 

1!aok: 

Nelson: 

H.M.Jr: 

Nelson: 

H.li.Jr: 

Nelson: 

H.M. Jr: 

J.!it.cKeaohie: 

Nelson: 
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read the thing, and he said he liked it . 

Well, we oan get the priority at the same 
time that they are clearing. That was the 
procedure we have been setting out to try to 
ao' you know. 

Thet is right. 

So at the time of getting the priority, when 
it comes into OPll, we would be working on 
the priority at the same time they are clear
ing tor the other things, so that that would 
eliminate that three and a half days. 

Could you get rid of it that quickly. 

That would eUminate that three and a halt 
days tor priority. 

But, Don, if , while you are doing all this 
thing, twelve days at the White House and 
so forth and so on, if you would give us the 
fifty million dollars to operate, somebody, 
then we will just go to town, and we will 
let the red tape catoh up with us a couple 
of months later on. 

I have always felt that that should be done , 
!Jr. Secretary. I have talked about that con
sistently. That takes too 11111ch time. 

Harry Hopkins said he thought if you did it 
for us, you should do it for the Armf and 
Navy too , 

I think the procedure is even slower when it 
goes through the Army and Kavy. 

lluoh slower, It goes through seventeen other 
steps when it goes through A.rm:f and Navy. 
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»aoKeaohie 1 

Cox: 

Whi te: 

14aok: 

White : 

llack: 

Whi te : 

H.li.Jr: 

White: 

H.14.Jr : 

Nelson: 

Hlnet)" dqa. 

That 1e right. 

- 11 -

lfaok says o~ about tin percent of thoae 
were eventuall.T turned down. 

(Mr. Young entered the conference.) 

We now use a ten million dollar •ml,y fund 

6? 

tor purohaeee that are to be put ou.gh ill 
a hur17, and it h wor~n~ well, and that 
ie the reason tor wggut g e eaae thought 
but at an illorea11d aount of tiftT llillion 
because !'::{ of oour11, thet ten llilltcm ie 
out of c salon when we put through nine 
and a halt or ~e and three-quarters a1111on 
dollars worth r~uieitione. We are atopped 
until we can reple. eh the fund, but with a 
larger fund we can keep it rotat!:f con-
atantl,y. That h the whole though • 

~si~ you go ahead and order ~ee 
requleit one and the requisition it not 
tillall.T apprOTed. rJkuoh1llery would you 
have tor - how would handle it? 

We han a control ill this een11~t we 
wouldn' t aek a~ronl to uee th tating 
.tund until we n an approval !rca OFV. 

'lhioh is up to what period? 

The fil'lt tour days. 

Then you eave twenty-five days. 

What ie the matter with it? 

I 111 all tor it. I believe it ie the onl,y 
thillg to do. 
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What do rou think, Ed? 

It sounds all right to 111 . Osoar sqs it ia 
all right . Phil of course is the one that--

! missed the first part of it, for which I 
am aorey. Is this the same idea rou were 
talking to me about last night? 

Yes. 

On blanket requisitions or on--

68 

On all requisitions. I think with the full 
work we now have, fifcy million dollars would 
be enough to take care of all r equisitions, 
because we would have to figure onl7 for a 
sufficient length of time in order to replenish 
the fund, rou see, which would be a matter of -
well, two or three weeks. 

Using the revolving fund for all requisitions? 

Yes, and th.e routine that is now being fol
lowed to be used for replenishing the fund 
and ored.ltinf the allocations to bookkeeping 
and account ng. 

. 
wey don't ;you use the revolving fund now in 
eveey case where i t is required within the 
two weeks' period or whatever time i t takes? 

Well, we use it now. We use it now for trans
actions that are hurey-up transactions, but 
I am speaking in terms of using it for all 
requial tiona. 

Well, it - rou are using it now for all requi
sitions in which rou have to place an order 
before t he time rou get an allocation made, 
ordinar.U.,. 

• 

• 
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Well, I think it 1a this, that we use it now 
!or all requisitions that the British Pur
chasing Commission ear the7 want expedited, 
'lhe7 -.nt them handled ilmudiate]Jr. But I 
am thinking in terma o! atepping up the whole 
procedure, 70u aee . 

Yes. 

'!hat is the thought I had in mind. 

I alwars go on the theorr i! Sear s-Roebuck 
can get an order in the morning and !ill it 
and get it out enrr dq--

Ninetr-five percent ot them. 

•••• we ought to be able to do it within a 
week. 

Yes, sir. 

69 

That is what I would like to do and, of course, 
holding the thing at the White House twelve 
days, sending it baok to Budget and all the 
rest of it, is ridiculous, and it ;rou fellowa 
will give us this thing and then - I don't 
care about the red tape. You o.n work it 
out afterward. I t comes over, we send it to 
OPK, and ._.bo~ sa7s, •o.K. , go ahead and 
bu;r it, we will bu;r it and we will do it within 
a week. 

llr. Secretarr, we are going to put a man onr 
with Kr. Mack who will olear those on the 
spot, a ver;r large part of them, and I think--

To take the place of John Sanger? Fine. 

We will put him right over there. 

What do ;rou think, Phil? 
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Well, I don' t think we ought to settle the 
fact now that we are going to do that par
t1oul&r thing. I think that we can work it 
out eo the thing will go through speedi]¥ 
as possible to put it through. 

Phil, if t~! people can't give ua the orders 
quicker t you have been doing, ;you are 
going to aave to get somebod;r else to do ;your 
'bu;rlng. 

Can't do what, alr? 

If ;rou can't do it better than ;rou have by 
tar, I am not going to be mixed up with this 
thlng, because I don't want to be mixed up 
with something that fools around for thirt;r 
da;rs to get the thing cleared. There is 
no reason in the world wh1 we shouldn't 
have this revolving fund. 

No, ;rou ~it. 

• • 
• • • 

?0 
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No, I want it eo we can go ahead and 
operate . Everything has to be done four 
or five times and tf the British want some
thing, they ought to be able to get it 
and t he day they sign the requisi tion they 
ought to have it within a week. I don ' t 
want to be mixed up with something that 
is done so badly. 

We are quite in agreement on that, on this 
twenty-da7 lag between the time Cliff sends 
the fonn back to us and the time he gets 
the allocation funds , That is a situation 
which is done with the full knowledge and 
approval of you (Mack) and the various other 
departments . 

That is right. 

It was? 

Yes , 

But it isn't any more . 

?1 

No, we aren' t doing it any more . It was origin
ally decided we would hold those requisitions 
on a cumulative weekly basis, which was 
agreed to by everybod7. 

Do 70u have some other suggested way which 
would eliminate the twent7- five days delay 
wi thout the use of a larger revolving fund, 
Phil? 

There is a way, and that --

We have spent four solid weeka working on thia. 
We have had a man out i n the fi eld, as you 
know. We also have additional authority from 
the President to Burna, Mr. Stettinius now, 
I imagine, to make necessary adjustments, 

, 

• 

. 
• 
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awitoh allooatlont, lnor•••• or dtortaa• 
quantltlea, subetltute artlolea, ln other 
worda, to nn lt tlexlblllt711h10h outa 
out the lhltl Bouu lag of 1 w11k ln there. 

But that do1an1 t intertat ae. What ia the 
attar with the idea of ghlng ua enough 
110ne7 ao we can go ahead and do buainua! 

You fellows can tool around wl th the red 
tape while we do the bUflng. 

I haYe no objection to giYing 7011 enough 
110ne7 to go ahead and bu7 it u long u 
the thlllg can be handled ao that it ultea 
sense on the recorda, which I think it can. 

What I would euggut, give ua the J10ne7 and 
we will do the 'buflng and then 70u tcy to 
keep pace with ua on your recorda. 

On thia reYolving fund buaineaa, it was 
designed to be used tor an7 purchase whloh 
7011 wanted to ake which in the nol'llal course 
ot events had to be or ahould have been placed 
before the tiae to get an allocation. 

Well, it doesn't work to., aatiataction. 

Then there is 10111 reuon tor it. Either 
lt isn't large enough or elae it ie not 
being uaed tor thoee purchaaea. 

It ia not large enough. We want to uae it 
Ill. I 11111 aure that when theu gentlelUn get • 
into thie thing the7 are going to change thia 
thing. Nobod7 oan run a bulineu. ihen 
a IUD ia at war he certalnl7 needs a thing 
a d&IIID sight quicker than when a fellow ia 
in a peaceti .. buaineea, and thea• people 
are at war. 

-
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tell, I think, Kr. Seoretar,r, the two 
praotloal wqa to out dOWD the ti~~e are, 
one, to have the allocation of tunda, the 
directives, made at one time, and not by 
the President, but by Kr. Stettinlua, ao 
that you don't get the pile-up of requiai· 
tions and the delqa --

I aantioned that to Bopldna at lunch, and 
he thinks that h good. 

That is one thing. 

The second thing, it seems to .. , ia to 
increase the revolving fund but at the aaae 
time keep suftlcient cheolta eo that in teru 
of policy, not red tape, you are buying the 
kind of things that you won't regret later 
on. Now, for exaaple, all those questions 
of re-export and • such as cotton for example, 
yo~have policy questions involved which 
Clr!f might or alght not know about, 

Well, Oscar, we can't go ahead and don't 
want to go ahead until somebody, and I 
take it when it ioes over to the OPK somebody 
over there says O.K. go ahead and buy it. • 

But OPK doesn't determine that, you see, 
The{ don't test the policy. They cover 
ava lability of supplies and how it will 
uaeure with our om progrea, but the policy 
as to whether it should be bought will be 
Kr. Stettinius' job. Now, I would ear as 
a purely practical matter in ninety-! ve 
per cent of the oases the policy has been 
revolved and you can probably map it out 10 
that revolving fund oan be used for those 
purposes . 

As to the policy questions, you just handle 
them in the regular wq, except 1t doesn't 
go to the l'blte House. 

'73 

• 

Regraded Unclassified



H.J.I.Jr: 

Cox: 

Nelson: 

H.l!.Jr : 

White: 

Cox : 

White : 

Cox: 

- 19 -

Well, Oscar, why isn't the practical thing -
I mean for the policy to be aettled in the 
flrat instance? 

I agree. I think it ought to be, That ia 
the way to do it, 

That is the way I have always felt about it, 
that when that requiaition iaauea from 
Lend-Lease, policy should have been settled 
so that everybody goea on it, Sometimes we 
have worked on these thlnga two or three 
times. 

That is m, complaint. We go over and over 
the same ground. 

I still don't see the objection to the larger 
revolving fund in the light of - Kack says 
that he doesn't begin to operate until 
the end of the six and a half day.s , when he 
gets your requisition. 

No, but you see the present procedure now, 
there isn't neceasarllf a final policy 
deci sion on the requis tion by the time it 
goes to OPK and by the time Kack would want 
to operate. If you decide the polioT in 
advance through the Lend-Lease organuation 
before it goes out to OPK or other agencies 
for other kinds of determination, then Mack 
as a practical aatter, can operate. 

74 

Isn't it possible to have somebody during that 
si x-day period flag thoae thingsibout which 
there may be a douot? You aay it constitutea 
five per cent. Those things about which 
there may be a doubt , Mack can just wait 
until it is resolved, but the ninety-five 
per cent of the cases oan be taken care of, 

I should think so, and either they ought 
to be flagged or the policy deter.lnea. 

' 

• 
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Yea. 

ihen I coae· back to 'lib at I eaid, it se•1 
to .. that Kr. Stettinlus in tbe first 
instance should 1a7 we do or don't want 
to bu7 the thing. It would save a lot of 
trouble. If he , _,, it ia O.l. and OPK sara 
it ia 0.(. --

Of OOU1M 1n~: instances, Don, we han to 
check with ,ou for release. 

No, what happ~s there Ed - I mean, if rou 
decide them for policy, then of course 
we send thea back in case there ia anr 
qu~ation about availability. Now, however( 
rou have got - I won't institute an entirtLJ 
new procedure with the appointaent of thi1 
Board. What baa happened, of course, when 
we can't supply it or we have to take it 
away fr011 our own 1111.11 tary services, then 
it goes baok and then it takes a long tiu to 
resolve . Probabl7 10 .. of these nineteen 
requhi ti011a were some that we had difficult7 
on, That reall7 takes time, Mr. Secretary. 

Now, I have been thinking that that ought to 
come right up to SP!B if it is turned down 
by OPK. '!'hen instead of going through 
all that dhmberaoae procedure, going back 
to you (Cox) and back and forth, it ought 
to come right up to SPJB and be decided. 

What ie that'? 

That is this new agenc7. I haven't learned 
yet, 

SUppl7, Priorities and AllOcations Board. 
(La-qghter). 

Societ7 for the Prevention of Cruelt7 to 
Aniu.l1f 

?5 
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I will be invoking that, I" u afraid. But 
you see then, Kr. Secretary, if it came 
right up then we could get those resolved in 
much less time than it lias been taking now, 
Phil. It Juat takes you months on some of 
these where the '~ obJects. 

Well, do you think you gentleaen, as far as 
we are concerned, could put the thing in 
Mack's hands so when it comes to Kaci, the 
policy has been settled and he can go ahead 
and do his bu7ing, and then give hia enough 
money that he can have a revolTing tund? 

We can agree on that in principle, can't we, 
Phil? 

'76 

Yea, as .far as the Lend-Leaaeabilitr of the 
requisitions is ooncerned, we are doing that 
now. On the money end of it, I am perfectly 
sure we OMl.Ork out the revolving fund opera
tion so tilt it can aove as fast as it is 
possible to do sc. 

Bow long will it take you to lll&ke up your 
lli.nd, Phil? 

I think I am about ready to Jell. (Laughter). 

Well, I didn't expect you to cryatallize that 
quickly. But you are in the process of jelling! 

Yes. 

Well, who do I get an answer ! roa, from you? 

He is the man to give it to you. 

Sure. Oscar and Phil and General Burna and 
I will discuaa it and give you an answer 
when? 

• 

• 
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lionday morning? 

Yes . 

Monday morning all right, Phil? 

Yes, 

Now we have got one other th!ng, if I may, 
please, I will read this. This is on some 
of the future orders . 

-The allocation of lend-lease funds as of 
July 31, 1941, included "frozen• funds to 
the extent of $98,930,860.72, As of 
August 31, 1941, the total of "frozen" funds 
was $101,886, 225. 33. "Frozen" funds 
represent allocated money to cover lend
lease requisitions specifying future deliv
eries of from three months to longer periods 
up to twelve months for which we can make 
purchases only on a month-to-month basis 
because OPY priority ratings or material 
allotments are, as a rule, for but one 
month. The following requisitions are illus
trative :" 

Then it goes into steel, zinc, copper, and 
ao forth. Allocated a hundred million dollars 
to be purchased, and thirty or forty millio.n 
dollars is the b&la~e. 

?7 

"In order to overcome the duplication of work 
necessitated by monthlf allocat ions and monthly 
purchases against requ si tiona for deliveries 
extended over a period of several months, 
the following recommendations are made, 

"1 . That allocations be made, to thee xtent 
possible, to cover these requisitions for which 
we now have only partial allocations and that 
the unrequi red balances of funds be cancelled, 

• 
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•2. It 11 al.eo reo-a.a tbt tJae 81'1t1ell 
PuriU•lDC c~ .. loa .a Cblu Detea11 
Sllppll .. , IDo., be requ11t.a to pronae a 
toreoaet ot their future .. tal reqalr.aeate 
tor eupplf allooatloa or prlorlt1 rat1111 
aetend.aatlon ua that reqahl tlou then be 
aubal ttea tor the quatl t1 apprond bf OPI. 
Slloh a prooeaure wOuld nola the neoeul t1 
tor repeatlac allooatlou llllllth bTIIOilth IJl4 
the repetltloa ot ukiDC pul"Ohull IIOilth • 
bf IIOilth agalut lODg•tezw Nquld tiou ud 
ODe allooatiOD aJlll ODe purohue 1loaJ4 be the 
reault.• 

You eee, on the book• i t look• •• thoaeb 
had a lot ot order• wbioh we weren't t[lllng 
ua I would jut lib to han enOlldl or4en 
to do bualneu, but it lntoraallr lbe Bzlglhh 
'11• •o.er liz 11011th1 we n .. d 10 aoh ateel, • 
then we would han aoaeth1Dg to pace it 
br. 

That 1a right, ua that h the •11 it ahould 
be, Kr. Seoret&l'f• 

You 11• that' 

Tel, air. 

And then it do11n' t loot u though we had 
a lot ot order• OD our boob that we weren't 
ezeout1111. 

It would ..te the allogat1on eaa1er, aa a aat
ter ot !aot. 

It woula uke 1 t Doh euler. The thing 
woula be IIUOh aa11er tor ua to allooate lt 
it were done that •11• 

AI a .. tter ot taot, I th1Dt that lD that ••l"&&ldua tbat I probabl7 plagiarllle4 1f10l 

• 
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Nelsons 

stettini uar 

Youngr 

H.li.Jrr 

Stet t1n1 us: 

Coxr 

stettlaiun 

H.K.Jrr 

YoUDgr 

Stett1n1uu 

Kaokr 

H.V.Jrr 

Neaonr 

own idea beoau6 thh h ••ethlDC 7011 
han talked about a good deal. 

That h right. 1 hne taken it up with 
othera, too. 

KaT we mal711 thla, and Phil, om n ca.. 
back 10Dda7 with the anawer on thia onef 

Yu, aurel7. 

79 

Well, I will tell fOU what 1011 do. I U7 
not be here Konda7, 10 1t one of rou gantl .. en 
will call a Meting and then Grana and -t 
people will COWl to 70!!/ because I • not 
eure I will bMere. T11t7 will coM onr 
to eee fOU. 

Why don• t we 11t a def1n1 te tlae in JOur office, 
Phll, on Konda, and then we oan han a roundup 
i n thie whole buelneu. h that all right, 
Oecar? 

Yee • . 
What tiae, Phil, 

An7 t !.lie 70Ufl &7. 

Yee, I think Konda7 after l~mch will be a 
good tiae. 

How about two thirt7 in Phil'• office Konda7 
afternoon? 

F.lne. 

Han rou got anfthlng fOU would like ue to 
do that we are not doingf 

u far aa the end of it that I • connected 
w1 th, I think 1 t hae been worldng n17 eath
factor117• Kr. Kaok baa worked cooperati••l7 
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a hUDdrea per oent, ana thlaca baTe been golD£ 
baok ana torth. I think we haTe had Ter,r 
little waete ot tlae. 

It anYbo~ baa &Q1 ooaplalnte or auggeationa, 
I woula llke to haft th•. 

I sa prett7 green, I th1Dk, but in ten a.,, 
I aight want l mook on rour aoor, 

Quick cured, i e it? Ten daJa, that i s )rett7 
good. The7 will haTe to applf the heat. 
(Laughter). 

Kr. llack, 7ou han authorlt7 now to go out ana 
negotiate when it ia neceaaar,, ia that true' 

we don't have, no, 

That ie one thing, )(r, Storetarf, that ia 
becoming aore ana aore neoeaaar7. 11 theae 
things get tighter, aendlng out ri2Ular inYl
tationa to bia will reall7 ao a lol ot hara, 

Dl an • t 1l!ll trr to get a bill Gil that, Oaoar' 

we tried to get ao• lllllgUage in the nerl 
appropziation act, 

that happened! 

Well, the next appropriation request baan•t 
gone up 7et. 

Ia that beiac taken care off 

Budget thlDke it ought not to go in, ana 
Fole7 talked to their lft7Wr over there. 
lf1 01111 personal teellq h it h not neoeuarr, 
but it the Treaaur7 teel1 it l1, it ought to 
co in. 
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Does Ed think it ia necesaar,rf 

Yes• 

You might apeak to Foley, Mack, 

Budget said this moming they didn •t feel 
it necessary and they are, I gather, 
planning on getting a written memorandum from 
the Co~~ptroller General on it u7ing that it 
ia not necessarr. 

That is verr illlportant, Kt, Secretary. 

I know it is. 

Kany of theae things where they are ver1 
acarce, we have to really tell Kr. Kack from 
now on 70u can buy it fr0111 so-and-so, because 
he has it --

Don't have the justification, 

Well, the General Counsel holds we haven't 
been able to do that, isn't that right? 

Well, we can buy outside of statutor1 authorit7 
provided we have aufficientjustification 
and Kr. Melson haa g1 van ua uatitication 
in those casea where it sho d be done, but 
that aeana a apecial job in each case. 

Each case, 

In other worda, rou build a case tor the 
Comptroller General. 

You have to build a case, 

Anything else we oan do that we are not? 
Phllip9 Han JOU got 1n7 auggution•' 

... 
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Toungt We 1tlll get reperoa.1l0D1 lPoa tbe BPltl1h 
whl.oh I iut , ... a for wllat lt h nrtla, 
beoaull · - t mow aJthl~ about 1 t to 
the ett1ot that thl per1a.a o~aa1aalloa 
o t 'l'rea1U1'7 ProoureMDt h etlll DOt aprea4 
far aough 10 that the7 Olll male requh1tlODI 
oouourreDtl7 1Ditla4 of oODaeoutlwelr. 

H.ll.Jr t 'l'hoae are two clollll' word1. 

Toungt '!'hat h exaotlr what the7 told •· I a 
quot1Dg th•. 

Illite: 'fhe7 OlD 1 t male _,1'1 tJwl ODe requbl tlOR 
at a tlu'f 

Toungt 'l'he{ •11 the '!'rea1ur7 ProoureuDt keepa 
bill ding up a backlog ot requleitioDI tor 
future attention, beoau1e the7 are forced to 
take the 110at urgeDt ihu a1 the7 o011e 
alo~ Theretorek[ou are accumulating .are 
and of a bao og all the tlae, Whloh 
ought to be handled ooDourrntl7• 

Nelaont I think it la JOUl' bidding that does that. 
It 70il were negotiating, •1t ot that would 
cliaappear, beoauae r.u hen to handle each 
one now md negotla e a bld. latural~, 70U 
han to ulte out JOUl' p~er1 mel tlle h• 
and 10 forth, and~n .. a Duaber. 'l'llat 
h what happeDI, the han to go coa-
ucuthel7, rathlr han {elng able to negot-
l ate, You can Degotlate a doaen at a tiae, 
and he would rather do lt, 

Toungt I think the7 were •t:altl:f ot thl aDil.e of 
ju1t not hnlq aut lolen ter1onnal of the 
proper caliber to hanale al thl refl!ll tloa1 
OD a l•oth now thro,h. I pall 1 aloag 

• for 'lhat it h worth, Utt. I don't mow 
.I What there 11 to lt • 

• 
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We have heard more or leas alon~ the same 
lines from this source. There 1s a group 
with the British Purchasing Commission that 
handles chemicals and acids, for example . 
They have been contacting our sources, that 
is , going to our sources on t hese chemical 
acid requisitions . No~t, their suggestion 
has been that we take over the personnel 
in the British Purchasing Commission, that 
is, certain ones from each of the groups, 
and we are reluctant to do that because 
we feel that we should use American personnel 
within our own organization . That ls about 
what it boils down to. 

Well , don't you have enough personnel to 
prevent an accumulation of a backlog? 

We are increasing personnel all the time. 
As the work increases, •t.e increase personnel. 

Is this charge correct, that you are build
ing up a backlog because of personnel? 

I wouldn't think so, no . Of course, our 
backlog is increasing with our work load, 
of course. The more requisitions we get, 
the more our total is and negotiations would 
help, there is no doubt about that. But I 
donlt think that - I don't think it would 
serve any good purpose to take on a number 
of these commod1 t y men that are now with 
the British to spread them in our organiza
tion because they merely tell us What they 
think we should do and then we do the work. 
I would rather get Americans to supplement 
our force as we need them. Of course, we 
are putting them on all the time . 

Do you think it would help any, ~ck, if 
Mr. UacKeachle took a few of those into 
the Division of Purchases? I haTe had that 

83 
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in mind for some time, that as the work of the 
~ommission died down, we might take thea into 
the Division of FUrohaaea and have a closer 
relationship with them. 

One of' your difficulties now is that they go 
out and do a lot of preliminary work. Then 
you have to come in and duplicate all that 
work. 

That is right. 

You may not agree with them, 

That is, the British, Don? 

The British do a lot of preliminary work. 

I think Morris Wilson is going to lay a lot 
of those people off, 

There are a few of them that are good people. 

I think he is going to do that, particularly 
in New York . 

Yea, I heard that too, 

I spoke to him in Kontreal, you see, when 
I was up there . His payroll is too big. 
They are using t oo many dollars . He has 
got, I think, an eleven or twelve million 
dollar payroll, and they are not doing 
any purchasing to speak of. It i s too 
big. And he agrees with me. So maybe some 
of this is people , you know, trying to get 
jobs . 

Wel l , we have one man from the British 
Purchasing Commission on steel. He is a very 
good man. He is an Ameri can fellow, formerly 

-

• 
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with Jones and Laughlin, and he is an excellent 
man. There is a man that you took over with 
your organization, I believe, on chemicals 
and acids . He is an American and he is 
a very capable fellow. And thne is one 
man on machinery that we are thinking of 
get ting into our orgRnization, and he is 
an .llmerican . 

Yes, he is a good man. 

But we are trying to keep it within those 
lines . 

You can 't employ anything except American 
ci t izens, anyway. 

Well, that i s so . 

It ~ould seem very peculiar for the Procure
ment Division to have British employees 
buying goods for Britain. 

It 110uldn' t do . 

Yes. 

Anything else, Phil? 

Not a thing, except Cliff has done a grand 
job. 

I am glad to hear it. Well, 1 apiJ' eciate 
very much your coming over and if you will 
give us an answer Monday we will try to do 
better. 

• 
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S.pt .. ber 4, 19U 

WORANIXJII TO THB Sl CRETJ.RYs 

u requuted the tollowlaf are tbl etepe tuea •1 th rupeot 
to Llnd-!Aiue pvohaeu, tog• her wl tb the ewrace tiM Hqu1H4 
tor eeth ahpt 

h. TiM Regulred 

(1) Requlel tlou ..,.. wl.ttu ud elated b7 the 
Br fthh or Chill& Defea11 Suppllu ana eub
llitte4 to Deteue J.ld Report.; theDoe eoplu 
a.re llllt to J>l'OOUI'MIIlt Dh1a101l ana O. P. V. 
Froa date ot requleltlOD to l'llllpt ill 
Prooure1111nt awHge lap11 ot t I.Jie h 

(2} o.~ .u. exaaine• tor awll abl l l.ty o! ooa
modltJ, uthod o! purohaae, an4 whether 
aupplylng will l.nter!ere with OUI' 01111 
de!en11 prograa: thea oleare to Prooure•nt 

(Notes Thl e awrap tiM will probebl7 
be extended b7 3 da71 Whe11 prlorlt7 rating• 
are to be 1Dclicate4 b7 O. P.W. ) 

(3) Fora W-3' {~quut tor allooetlon of f11114e ) 
1a prepl.l'ld b7 ProeunMAt tor eubmul• 

2 da71 

to Dl!tue .Ha Reporte. Froa elate of elearuoe 
b7 O, P,lt, to date ot 11lba111loa ot For. W-3 4 UJI ' 

(4) Letter 11 prepared {'be .. 4 011 W•3 ) 'bJ DlflllM 
lid Report. !or dpature of the !'Puldut, 
appro~ln& allooatloa of tun4a an4 traaater 
ot oo-.oU t7 to the torelp coni'DII&at. Froa 
date of eubmuioa 'b7 Proeure-t e! for. 
LLl·3 t o date of letter to be eigDI4 'b7 the 
Preeide11t 12 4&7• 

(5) ltter elpatun b7 the Pru14ut, tl'&Da.!er-
41reotlw .ub.ltte4 to ProeuH ... t 8 411• -y,. I 
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- I • 

••• JW. leplnf 

(e) oa ""lpt at tnutn-tiretUft PI'Mve••t pPHHII tt -.b ......... ,._ 
""lpt ef truater•UHttlft te tat. tf 
... tra.t 11 ..,. "' 

tu tlpru a'btft ahwia& tlill aftnp tW. "t.U.4 •" 
arrh .. at i7 tlkiac tu , ...... • lt ritdeltl .. ~u ve 
kllnt4 tt be rtp"ltataUft If tU ...X "p.llltl., ""hM 
1e , ........ ,. 

rua ,, ..... rtpbel .. &ftnp lliO ..,. fHa tM late 
et u.. rttuaitl• \If•• .. •" .. thullet t1 .- a ~--, 
ot whllh htal 10 kJa ll taba ., wltll tu .... u.. lla1iac te •• 
wlU Ut allMaU ... lu tath re.,all1tla. 

8? 

It h nuute4 tllat thl '""at ltnlnaa hM 1f UO 000,000 
bt 1rlereaat4 h '60i1000' 000 ..a aatherl t7 IJ'Ult4 te ue W• tat ill.,,., that S... ate p'lll'th&lt a, be ..._ IP tllat nth ttMr 
•tepa bt twa to rtbot the tlM an "tlli"' ftr ebtaS.Ia& 
alltt..ah. 

• 
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.lllaorudua to the Storet&PJr 
S.pteaber (, litl 

Th• allooatlon o! l&U-leaM ha4a u of llll7 81, litl, 1ul114o4 
•trosu• tlmda to tM ntoat et t882gao,aeo.72/ b of .l~t 11, liiU, 
the total o! "frosen• taaa aa $101,886,22&.81. "IPoaoa taaa rep
ruent allocated -r to eoftr lo.a-loaao requiai tloaa apee1!7la& 
future dtllnrin o! l'rca three -tha to loacor period• up to twoln 
aontha t or which we ou alto paroha101 cmb oa a ... th-to-... th kail 
beoauat OPII priori t7 rating a or •tarlal allot-ate are, 11 a rule, for 
but one aonth. The followlJI& requiaitloaa are Uluatratl;ror 

.lllooatea Pvehuea Bal.aue 

489-.llloJ• & Speoial $18,000,000.00 
st .. h 

$8,~.651.76 $U, OOi, 448.U 

m-tw 20, 000,000.00 s, 561, .ao.eo 16,(46,6SII • .a 

1157-copptr 18,720,000.00 2,1~, 260.00 11,577,760.00 

_.lS-Pla1n Cubon .a, ooo,ooo.oo 81,802,876.28 8,&g7,623.72 
st .. ll 

487-Plg IrQJl 7,680, 000. 00 l,S52, 715.00 6, 3271285,00 

Ill order to OTero- the a~~oatloa of work aaah ... th aeoauitatoa 
b{ -thl7 allooatloaa an( -tll.l.7 ~· ap1aat requilltlcaa for a.-
1 'flr1u nttn4ocl OTer a period of oanral ... tho, tho follcnri.ac retca
,MII'U'I 011 &1'1 aad.1 • 

l. !h.at allooatlou be .U.e, to the nt .. t poulblo, to oonr theao 
requhlt1ona tor 11hloh 110 now han onb putlal allooatloaa ua that tM 
IIJU'tqu1red bt.luon of fuacla bo ouoellecl. 

2, It h &lao reo-a4ocl that tha Brltleh Purohuiq C~alloa 
and China Dtfeut Suppllu, Iaa. llo "!iiatocl to prodcla a foroout of 
~•1r future •tal requlPOMnta lor •liPP allooatlca or prlorlt7 ratlq 
thrlllnat1on ucl that reqlllaltlcaa thaa aulalt t ecl for tha quaatlt7 

an rond b7 OPK. Suoh a prooo4UPe wouli n olcl the uoualt7 tor repeatlac 
a ocat\ou IIOilth b7 -th aac1 the ropotl tlca of ~ paPOhaaoa -~ 
bJaonth agalnat loq-tera requialtlou u4 cat allooaUoa u4 OM pv
chan would bo the nault. 

~L_ Jr 
J;- toa ~~· Jialk; 

Dlrio ot Proolll' ... t 

'-

• 
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HliJr: 

P'ranoil 
B1ddle: 

HliJr: 

B: 

HlfJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

IIMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

IDIJr: 

B: 

HMJr: 

Bepteaber 4, 1941 
4 :20 p • • • 

Oh, back in Karch I wrote :rou a letter about 
a Mar k Grouaan ot CleYeland, ae a poaaible 
Judge tor the Taoano:r out there. 

Uh huh. 

And I'd Juet like to bring it to :rour 
at t ention again, it :rou don't aind. 

Yea. I think we had rather in aind a aan 
called Freed in Cle•eland. 

Freed. 

But - do you know Gr oeeaan well, pereonallyt 

Vell , I don't, but •1 eon ie out there • •.•• 

Yeah. 

••• • • and he knowe h1a- Henry. 

Uh huh. 

And Henr7 knowe both Freed and Groeeaan. 

Uh huh. 

And he talked to ae ee•eral tiaee about 
Groeeaan, and he th1nlte Groeeaan •••• • 

Vould he haTe political Senatorial backingt 

I belie•• eo. 

You think he wouldt 

But I don't want JOU to take it on my eay-eo. 

I know. I understand. Oh, we'•• got the 
idea. 

But between Grouaan and Freed, I think 
you'll tind - Juet ae to their qualitiee • •••• 

89 

• 
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IIIIJr I 

81 

BNJr I 

81 

IIIIJr : 

81 

IIIIJr: 

B: 

IDIJr : 

8: 

IIIIJr 1 

8: 

IDIJr: 

8: 

liiJr : 

B: 

IDIJ r 1 

B: 

-I-

rub. 
• • • •• ttl& t GlooiUaJI1 I a beUel' Milo 

Yuh. 

ht .. ... 

Well, I ' ll loot 1nto 1t. 

But, Belll'J' 1 011t tben. Be' 1 been 1nterenl4 
1ft u . . . .. 

rub. 
• •• • • u4 be lulow1 botb tbe people, aJI4 • • ••• 

Yuh. 

... .. I woul4n 1 t: •• •• • 

Well, tbat'• Juet tbe k1nd of tb111& I Wlftt 
t o lulow 1n 0111 tber•'• eo•• obo1oe. 

Well, I catber tbat between tbe two .. n, 
CJzooeuu bae a better o1•1oe 1'1001'4. 

I aee. I eee. Well, tbat 1 1 YerJ 1ap0rtut. 
Wbat ' • b1a qe, 4o r o• kllow tt~att 

Well, -r ,ueae •• • •• 

Ia be reaaona])lJ 7011111' 

tl7 gaell 11 be 1 I al'OUII4 fOPtJo 

Well, ttl& t 1 • po4, too. ...Ul r1pt, llelll'J, • 
I'll loot at tbat. I'• .,, co1111 to apeak 
to tbe Pree14ent about tbOie '1'101ft0111 unt1l 
I en llallk. I'• co1ftl ott tor uout ten 
417•· 
CJood t or JOU. 

le:rt weet. 
• 

• 

• 
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- '-
llltJr: .Ul r1P'· 

Bt !ballk Joa, 11•1111'1· .. 
HMJrl Ooo4-bJ•· 

8: Good-bJ•· 
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Draft of Seoretaqllorgenthau•a Speech "" 

to the J.dnrthing Club of Boaton, Septellber 9, 1941. 
92 

! few hours ago it was -r priYilege to atand at the wooden 

• bridge at Lexill8ton where the men of New England first prond that 

JJDericans could defend their homes and their freedom. Toda;r, the 

people of these States are proving that they are etill New 

Englanders. In hundreds of factories and ehlp;rards !rom Connecticut 

to ll.alne, the men and w0111n of New England are responding ~~agnlfi-

centl;r to their country 's needs. I am glad to be here tonight to 

pa;r ~ tribute, on behalf of the entire J.dministration in Waahill8ton, 

to the great work that New England labor and induetr;r are doing to 

arm Arllerica. 

I am glad also that mf host tonight ia the J.dvertising Club 

of Boston, for the advertising profession is a might;r force in 

creating public understanding. We cannot make ourselves the 

arsenal of democrac;r and the defender of freedom unless our people 

understand the tremendoua iaauee inYolnd in this Battle for the 
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world. In tbe sme wa:f, we at the Treuuey ahall find it more 

difficult to accomplish our taak of financing the defense progrm 

unless the public sees clearly the need for greater sacrifice and 

tor greater effort. 

In particular, I think that clear understanding is needed 

if we are to avoid the economic evils that might otherwise spring 

from a defense program as great aa oura . The worst of those 

economic evils has been constantly uppermost in ~ mind as 

Secretary of the Treasuey. This ia the evil of inflation and 

this is the subject which I should like to discuss with you 

tonight. 

1'/e have been tailing about inflation for a long time as 

if it were a threat remote from our daily lives. It is a diatant 

threat no longer. We are facing it now and we must deal with it 

at once. 
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the oon,.q'IIIDOII ~ ha'llllt u u4 0111' ob114Na tor JMN. Bat 

if .. look at the probl• with olev 't'llloa 1114 tba n101'r1, .. 
... 

o111 beat thh thi.Dc• It WI keep alwlf1 la 111114 the later11t. of 

our oo1111t17 u a whole, 1t n proYlu pro~tq the appropriate 

illtlation froa futezW!c 1 tl polp upoa u. 

That taak oalla tor alort11111 aad .. atal to.gbnla1 on tbe 

part of tTel'fOU 1a the nooutln aopel'tatlltl ot tbe Oon..-t, 

tTel'70111 in the hall• ot CODgnll aaa 1'1'01'7 OJIO ot Ul hen tqht. 

'lhe wora •watloll• 11 ool4 u4 11tele11, 10 ool4 that 

nen JOU adnrthi.Dc -ll hen tonight mpt haYt 41ffioulq 1a 

• 

ukill( it real, buW\he thi.Dc 1t 411ol'ibll 11 trtaohtrou u4 

orutl, lltiiOI'itl an 10 1hort that I auppo11 -.., ot ~haYt 

forgotttll what happolll4 the lut u.. 1atlat1oa 1tnek u 2S JO&PI 

ago, '~~.it the ttteota of that latlatloa lute4 tor J., roah ... 
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Let u• look at the reo01'4 to He wMt happelll4 a pMP&-

t i on ago. In 11U6 the ooat of lldq bepn to rhe ahuplf nt 

tbue nre few who aaw ib aipUiouoe. It ftl onq 'IUa prlou 

ba4 rilen b7 70 per oeat that PNdunt WU.oa no-aa.a ..., 

•tepa t o prennt 111fiatioa. Ia faot, the c01111tl'J •• ao b11al to 

i ta liangn• that u late a• Juu, 1817, COliC" II actw.llf haatall 

of the Fedtl'al Ruent S,atea. 

'the couaequeuu ~ITel'f .a.r~ ftN 10 aeriou\ that 

• 
there J1U1t be -.Jiil' houaniYta nen toclq 1dlo oan rwn'n'l' tML 

111 1920, • ten-po'IUI4 llac of lupl' coat t2.87, a losta •a• ooat 

• 
92 cent., a ten-poull4 llac of nov co1t 88 ceat•, a p0111111 of nttu 

co1t 76 centa Q4 a poaa of port ollopa ooat 10 oaata. llllr that 

• 
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1
.., prlou 11M aJi:TroobW to twl" t.U lenl of fln 7ean tvl11Pe 

Till W~DtT th• houanift pd4 for oat loaf of 'brea4 1a lil' 'bo.Pt 

onlt half a loaf 1.a 1920. The 11011e7 lht pdi for a po11Dil of 'baooa 

1n 1914 bought oD17 halt a po11Dil 1a 1920. The 11011e7 lht paid for a 

1ara of cotton cloth •• oD17 tBOqh to 'b11J oD17 1/3 of a JU4 1a 

1920. 'l'be conaaer fo'IIJid that food, btl, ahtlttr ucl cloth1Dg 

which coat a dollar 1a April, 1916,~ ri11n t o aliiOat two clollut 

b7 1920. The faai.l7 with DO inoreatt in inoau foliJII\ ita piU'OhatiDC 

power out in halt. 

Wt haTe DOW, u •• baa thea, & IIOitl'att 1'111 in thl ooat of 

lhillg, .. gl"t&t rh• 1a wholtaalt pr1ou, ana a atill gl"t&ter rht 

in the pr icu of baaio c~ltitt lib whtat, hoc•. cotton ua 

luaber. It h th• rht 1a the pr1ou of bade o~t111 that 

oonetltutu our rea light, our ft1'll1Dc dpal, toclq, for auoh a 

rise 1a alftJ• tht aannce guara of an laortatt 1a thl ooat of 

liTillg. 

) 

.. 
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I.t n fall to ue the ooati'Ole at ov diapoaal, 1f w fall 

to ao the e~cit1c thlaga wbioh ue 1a our ponl' aow to coati'Ol • 

inflation, if WI allow pJ'lou to go 08 l'h1Dg II theJ dld. fl'ca 

1916 to 1920, n 'aT f1Dd that food, full, aheltn ud oloth1QC 

which now coat a dollar will 01101 Ml'l ooat alMat twice aa 11110h 

btfore the prooeu 1a eaded. 

The rhe 1n pr1cu 1a bf 110 •au conflned to foodatuffa 

and clothiDg. I han before •• for 1natanoe, the actual f1gv11 

on the ooet of conat1'UCt1ag a ataadard aix-rooa fnae houae 1n one 

of our t7Pical c1t1u. Jill• hcae that could han been built a flU' 

ago for $6,000 now co ate $7 ,UO to build. lltl'l we han an iaorea11 .. 
in pr1ou of neu}T 20 pel' oent ud 1f 1t gou along the ltll.8 pattern, 

•• ue oul7 at the beginning of the atol'f• 

Hot oulJ 1a the coat of building hOM• rhing, but higher 

rentale are abo on the _, for thl 111111ona who do not I'IIID thdr 

haea. Ill IOOI'II of ~111 *'" 1a4utr1al npanaioa hal fll'at 
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tatea ho1cl, rtllh han alnaq rlHa 10, 80, 80 ptP o .. t, ... ,,... 

biclltro 

I han brought with • toaipt a piotoPial oh&l't 1rh1oh I 

whh the nclio auc11tllot ooul.a '" btoauae it ahowa eo plailllT the 

roed we tranltd once, aDd the road whioh •• -.at net t.1 apia. 

!he chart ahowa how the b1JT1Dg power of fOUl' dollar ahPult frca 

1914 to 1920, how fOUl' dollar bought leu food, leu olothlJII, 

leaa shelter, leal heat &Dd light btoauae prioea 11'11'1 &11owtd to 

1'1lll &ft7. It ahowa how fOUl' dollar 11 alraa4T bu;r1Dg leu ill 1~1 

than in 1989, aDd it leana a big quaatloll ark for the lptot 

•!1<.111& what JOUI' cloll&r -.q bu;r ill 1~. '!'he &JI.Iftr to that 

queation 1a ill our bep1Dg aa U.rioua, wbttb.r •• &1'1 oftioiala 

of the GonrDUnt or priYate oitlseu. AM I han vittell Oil tiM 

ohart, aro\IDd the quutioll ark, the worda 8 'l'he aunr cleplll4a 

on ua• • We oan deteralue D.OW, thla fear, n ill Waahl~~gtoll ua 

JOU in the OOIIIltJ'7 a~ large, 'llhttheP We ehall haTe tM 0~ llllll 

e 

• 
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~c;:__, . • c.-: ;,... 

aa4 ,.u.ooabel to uoia nat w ••t throqh twav•fiYe ,.ar1 

ago. 

.6· - · ~ l't"'f l ~~~
Let it not be eaia of u, a1 a p~at BrUhll •••• la14 

of hie ptop1t in 1~15, that w ftrt •too late iJl MYiJic bert, too 

late 111 arr1Y1Dg thert, too late iJ1. ocalq to thil deoiliOJI., too 

late in atarti~~g with enterprh11, too late iJl prepariDg. • Yf!bert 

h no exoute tor ua to be too late iJl ••tiDe this threat of intla-

tion that taou ue. _;; 

We now know, or ought to know, what ia goiDg on; that il 

the greatut difhrenoe between ooDilitiou tea., and iJl 1916. ru. 

tiM our •1u are open to the hnpre that lie aheaa of u. We 1101r 

• 

know that the tiM to ao IOMthing about inflation ie before it / 

occura, not at*er it he• gatherta IICIMnt-. We 1boula profit b7 

our greater knowledge an4 take pro.pt ana effeotiTe action now. 

'l'htre il no 1111a for • to relliDil thh audieue in detail 

of the ruaou ~ prioea haYe alrtaq ri .. n. 1'ha NUOJI.I are plaiJI. 

• 

• 
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!or en17ou to "'• OV MOJ111119' toiq nua111 .. aa n .. l..aa 

ateaa boiler. The fln dar tlw boiler h 'belq t.a b7 bWlou 

o! ada1tional purohaalng power 111 tha lwl4a ot the publlo. Till 

• 
t ire 1e growing hotter &ad 11 geurat!JIC IIOPI ate .. thaD the boiler 

can aa!el.J hold. It •• are to preTent the holler troa bvatlq, 

•• 11111t d&llp dOWD the tlrea b7 withdnwlq purohaalq power, lUll! 

•• auat t.ho eDlt.rge the holler bJ 1DOrtt.a1ng the nppl111 ot goo4a 

anilable to the oona,..r. 

In apet.kiDg ot thea• thlqa I .. not be1Dg aa t.ltrslat or 

deteatiat. We oaa, t.a I han aaid betore, deteat thil thnat, 

just t.a we cu turn bt.clt the toro11 ot IT11 tht.t baTe been let 

loose upon thh earth. But ... 1111ed to uDileratiUIIl the luua 1114 

•• need to ••• olea.rq the ooD.Iequellll" ot .inaotloD or delq. I 

should l ike, therefore, to look at the problea qnite ooollJ tor a 

few ainutu, to a11 tlrat what ... haTe do1111 IJIIl then what n 11111d 

to do in order to atop prloea troa rla!JIC tvtJ.er. 
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lD tM fir at place, COJIC"II 11 on the poiJlt of puelllc a 

hug• tn bill duignacl to n.i .. U.Oet fov billie clollare 1Jl 

add1tioD&l rtnnlll, thue withdnwiq a great uaout of pvohaeillg 

ponr that ooll!petee with the clef en .. effort. 

Secondlr, the TreaaUJ7 1Jl i h borrowiq progna ia teyillg to 

obtain u large a portion of ita tuDih aa pouible frca Clll'l'ent 

conJ~~~era' income. Through a new fol'll of note - the tax anticipa

tion note - it is seeking to increase the etfeotivenua ot the 

income tax aa a check on current purchaaiq ponr, and I ell hapP7 

to report to fOU that more than a billion clollare • worth ot the" 

notes were eold in the aonth of .luguet. 

The TreaaUJ7 hae aleo begu a prograa ot .. nlng Deteue 

Sninga Bonae and Stupe to people of aoclerate and low inco••· TM 

people haTe reaponcled to a tune of a billion anc1 a quarter dollara 

in four montha, without coercion of a:tJ:f kincl; anc1 in 111klng that 

reeponee poeeible the adTertiaing profeeeion hat been of trulr 
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inT&llllble help. 

The Preeident baa reoentl7 iaaued an order authorising 

the Board ot GOTernora ot the Federal ReaerTe S,etem to oontrol 

collll.lller& inetall.lllent credit. The Congren 1a coneidering, aDd 

I hope will pan w1 thout Ulldue delq 1 a bill to liait price rhea 

and to aupple .. nt the ettorta ot the Office ot Price .&.dainhtra

tion, to limit price rhu 17 Toluntarr cooperation • 

.111 theee are ueetul etepe to a neceaearr end, but th..r 

are not enough. 

We shall han to tax our11lne woh aore heuil.T next 

7ear than thie 7ear, great and tar-reaching ae the preeent tax 

bill will be. 

We 1111.1 han to exte:od ge»ral controh onr b&Dlt credit 

and create controh cTer 11leoted capital expendituru. 

I hope that we ~ extend the aooial nourit7 prograa 

10 •• to increan the tlCJW ot tu:oda to the Treaaurr froa current 

• 
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J.ao• duJ'illg the -l'pMJ' ql iMNUI tM ntn.. of fwmb .... 

••4t4 ill the po1t 4efeaH per1o4. Ill a441t1oa, I baTe all't"T ' 

1ugg11te4 the oreatlon of what I baTe oalle4 a ••eparatloa wa11• •• 

that it, &n entlre}T DIIW fora of ooatl'11nat1oa out of 'llhloh a worbr 

aJ draw a regular wage 1n oaH he loeu h11 job. 

We ahall ban to l'lduce the Pldel'&l bndl~~g and 'CIIIdel'Wl'ltlJII 

prograa suoh u non·IMl'gtnq houa1111 ezp.D41 turu aD4 IIOPtp.ce 

gli&Pauteu. 

We llllltt, &I I hen 1aid MJ1f t1M1, re4uoe llODIIIIIIltlal 

Fedual npeD41tUl'la. We .-t alto appeal for eoollOIIf 1n •tate aD4 

local gonr-nt ezp.D41tUl'l aD4 a ourtall.Mnt of theil' bonoriJic 

for nolldeteue purpo111. 11 the Pruldeat 1hond olearq a 110nth 

ago when he ntoe4 a bill oall1iag for 820 •illion dollar• worth of 

hlghlfaT ooutruotlon, there 11 a olear d11tlnot1oa IIDIII.dql betweea 

the apelldi~~g tbat 11 UOIIIU'f for 4efeue and the apelllilJig thet 

can be poatpou4 untll a later a.,: I thi.JU: the oount17 ou 
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cODV'tulatt ltltll oa the PNalU.t•a nte of thll .......... 

al•o llpoll the aotloa of the SeDate oaq laat weJt la aPJII'ft'bc 

the creation ot a Joint o-s.tttt of the t&:dng 111111. the appro

pr iat ing agenc1e• of Cougrtaa to atadf the poaa1b111t1ea of 

ecODOIIf all along the 11M in llOJIIlefeD..H aotlrltlta. I han . 

II'Ur&l t i.MI I'Qggtlh4 the OrtatlOD. Of IUOh a C~ttte u4J 

u "'1'1 h&pPf that ., augpatlon haa b11n a4opte4 '117 the Senate 

at la~t. I hope D.01f that tht BouH wUl abo appron the 14ea> 

btoaue it ..... to • that anoh Joint aotlon b tht olllT atulblt 

1111 to proo11d 1t •• u• to cnt tht ooata ot goYt~t ua clt&J' 

tilt road tor dtfeu• apeU:J.ng • 

.Ul of tht Manr.a I han 1 0 fu 111gg11ttd tor ccU&ttlDC 

Wlation wollld attaoJt tht probl• 'bJ ncl1a0bc tht a..- for 

good, DOl llllll '117 htlpl.ng to lna114 up a backloc for the poat 11&1' 

• orla. !lilt .. aholll.4 abo attack tht probl• froa tht oppoalte 
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airtot101l b7 ekhll "'Ff effort to lMnue tlle npplJ of poa 

anilable to the OOU-1' 111111'eTel' thil OU lie 4oDt witJunat ea• 

oroaohlng upon the defeue pi'Ogi'IL .lbOTe all, we 1111.1t .U:e full 

uat of tbolt auppllu that an aftilallle not olllJ 1a 4tfeut pl'o-

duction but in the o1T111aa goo4a whioh do not oa.pete with 4tfeut 

output, 
• 

I wonder it the hoUHwife bon whea ahe :P&7• 20 per oent 

110re than abe ella a rear ago for a llag of flour thet our eupplJ of 

wheat il the largut on record, &Dil that '98 aillion buhell of 

two rean' oropa ue atorea 1a our uighbor aaoorao7 of C&Da4a. 

It h true that there b a tariff oa the blportation of Cen•dhp 

wheat, a rate of ~j( a buahel on aillhg wheat &Dil 5 per oent on 

teed wheat; but it b abo true and not geurall7 real1ae4 that the 

Prealdent haa author1t, UDder the Tariff .lot of 1980 to reduoe the 

illport dut, on wheat fol' _.rgenq relief purpoau whentTol' he 

dechru an ..,rgenq to oziat. The oMI'genq now oziata, the 

,. 
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thtlt tariff• would ••• to be llotb pnotloabl.t u4 ••••...,. 

'l'h• aaat 11tuat1on nbta 1n oth..- fltlu. I wollller 1t 

the houaewlft lmon .Un lht pqa 16 per oent IIOPt tor a pcnm4 of 

augar, that there art li:DUI.U, lar11 lliPJ' ltoob 1n Wt coatrr 

&Dd abo atoclta 1n Cuba 11h.ich ooula be aUJ.ttea ape.au, b7 a 

u... 
reduction of tarltt or b7 tht •lllvc-nt of the lllport quota. I ,. 

wooder if the houanlte lmon when lhe pqa 25 per cent mort tor 

butter that •• baTe great atooka ot butter ln atorage, IDd large 

re .. rn etockl of tam proauott ot -.JIT ldDaa which lhoula be 

releuecl for OOUIW!pt10Jl &I f&lt II DIOIII&I'f to pPITtJlt 111l• 

reaaonable price rbtt. 

'l'he Goni'IIMnt now hola. 7 alllloa bale• of oottoa 1n 

• 
reaene, and ootton price a ban rlttn froa 9t oenta a poUIIIl. Oil 

.luguat 1, 1989 to oTer 16 ooh a poU1111 at the prttent tiM. Ia 

•pitt of thla r111 of U.Oat 100 per oeat 1a two 71&1'1, Congr111 
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rtceatlt tent to tU Prel14at • 'blll to booiO con._t ltoob 

of ootton ua wheat for the dvat1oa of the ....,., ua thu to 

prennt the gonr.ent fl'Oil abpollq of loiQ' of th1 1vplu wheat 

and cotton 1 t hid acquired. The Pru14ent pi'O.,tlJ Tetood the bill 

and I aa de 11gb tea, becn.. thil •aava, which I called llwictea•, 

wovld hue aggrantea the duger of i.Jltlation ua would han 

fruatratea all our effort. to fight it. We OllCht llOt to withhold 

aurpluu• !rOll the •rbt ill tiM• lib the11. '!'be houanife ought 

not to be .a. to PIJ a tribute to prof1tura ua ~peculator• when 

• ahe bUT• a cotton ahut for her hoM or a 1h1rt for her huballll or 

a ault for hn chUa. 

)(llliou of people 1tlll go without the ailk, blltter u4 

•gg• which, accordlJII to the tutlaiD,T of food nperh alll1 the 

dlotatu of plaill c011110n aeue, are uoenal'f to good health u4 

good •orale, Yet we are withholaillg the lar~•t reaern of ailk, 

butter, egga ua cheue ill our hiltOI'f· I ~ trca nporiellOe on 

. .. 
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., on fua tbat wlthla t. -• w oo.U u. ..... ov ..,q ot 

ail.k b7 feediJIC eo• of ov h1lct nrplu of OOI'Il to the oan. I 

1a1o1r th&t we oould uae aae of ov IUPplua gl"aiu •• fee4 for 

chiokena and get aore egge, ret the prioe of a ltenhrd poult17 

ration baa i.ncreaaed 60 per out ainoe tbe war 'IIepa. 

Thh hu 'been hlatorloallr a laD4 of all.k 1114 hoM7. There 

Ia atlll plnt7 of all.k &lld hour 'but too auoh of ft b ill tbe 

nrehouaes. Ltt•a u.b it !low. It we were to let 1t now to the 

publio •• would not onq help ill beplDg prio11 ata'ble 'but we would 

be doing •o•th1Dg enn IIOl'e laportut; we would 'be helplDg to -.b 

our people healthier &lld happier. 

It h ahtn !oll7 fl'Oil the fal'lltr' • point ot Tin to puh 

priou up b7 oreatlDg aoaroitlea ill tiMa like theae. The fanera 

•uttered orutllJ !or tweln lODg fl&rl after tba oollapae of the 

inflation of 1920 ud"l921; thef ahould DOt 'be ada to aut!er apln. 

It 11 ahter follJ 1n the ,_ ~ for la'bor leader• to He.k oont1maal. 

• 
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aore••" 1n wac-• whiob la tva ,......, hlP.• ....rut.lllc '""• 

higher prioll, u4 a hlp .. ooet of llrt.c. It 11 aJaoptaipW f• 

laDdlord• to obarce all tllat the tnfflo will bur 1a o1t1u wbiN 

bouaiDg lp&OI 1a at a preal• HOIUI of 41flllll IIIIIUe 

Thue are UWITI 11Uhb Cl'Oupt ill &Ill tenmtl'J' 11hiob tb1.U 

tbe7 oan profit froa Wlatlon. Tbq 11'1 Wl'ODgo 

Inflation cloea •r• thaJl MNq to rob the wap tl.l"Ur of 

a portion of hie earnl~~ga. It cloea •r• than aaclclla the farMe 

nth a load of debt 11hioh he oumot repq. It 1a -· cleatnotln 

ot JIOr&le tllan 1111 other aiugle foroe. IDt.l.atlon cl1dcl .. the 

OOII.IIt l'J• It 1th 1lp procl1101l'l aplut OO~rl, 1101'hrl aplut 

•~lofer•, the people who on --r api1111t the people to whaa the 

J10Ae7 11 ond. lo gl'011p ill a o._...'tr protita tr• 1ntlat1on ill 

the lone 1'Uil n:oept . the 'l'hr11 BoraaA • tile Spenlator, the 

Profiteer and the soara. •• 

-
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bt upeoi&llJ 10 a., 1a n• ot tM tut tllat rlllllc prleee wUl 

our ooUDtrT •teac111T 1101'1 dlft1011J.t. 'l'hq llunald 'be ult-n14eat 

1101r in the light of tht expel'leDH that we ntt11'M oaq 25 Jl&l'l &&0• 

• 
I t .._rloau han 1101'1 tlau 160 JIUI ot ult•pnr u 

bthlad u. We are aot ohll.area aq loacer. We are a •tar• •tin, 

and •• thould be able to tao• up to ov rupou1b111t1u a• •tar• 
u11 tnd wo.111n. l(T plea to JOU tollight ~ tbat we 1hould le&nl trca 

bittu nperitDOI. lf1 hope aJid ., 'belief 11 that DO Cl'011p ~ 'Ill • 

whether faftMn, work!Dg •n or bal1.11111 •n - •hall 'be tnpt.a 1IJ 

tht illuaion of "lflah gaill lllto alloring prlou to rhe 11110heob4. 

Tht co•t of Wlatlon h too Pll1llou to producer IUIIl oo~r allb 

for t.JI10ill 1ll authorltJ to tolerate 1t aow. 

I oan &1Te JOU 01117 thh pledp • that we at the Trea11117 

do tYtqthlq 11 nl7 po11l'llle to oheek the rill 1a prloll 
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before it .Ill 4o 1111 la•tbc a-p to ov IOOIUIIIIJ• Bat .. at 

the Treu u17 II1Uit ba1'1 thl fil'll •apport la4 thl oleu 'IIDilerlt..Uac 

ot 130 alllion !llerio&Da blhiJUl Ulo If h ba1'1 tbat npport a1111 

• 
tbet underataDding, I bow that •• aball not fail • 

.. 

" 

... 
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Draft of Seorat&Pf llora-atbaa•a Speeoh 
to the .lberthlll& Cl1lb of Boatoa 

Septlllber 9, 19U 

'l-...- ... q 
112 

r .;.. r 1 fl. ;....__ s~ 1 .. ~ ,.,__._"' ~ CJ..-w... i..--. 
~ J. few houra ago it na .,- prhilege to atan~lt tlaa wuiaa • 

.. U' /J.. .-....., ,,~. 

n. ~at Lexington, where the ~. of New !llgland fint prond that 
J " 

perican.a could defend their hOM a and th.til' fraada. Todq, the 

people of theae Stataa are proTing that the7 are atill !ew EDg-

l&Ddtra. In ar.,f ouapa t.Dd D&Tal etatioaa, 1D hUDdreda of 

!aotorin and ah1P7arda fraa Coaaaotiout to Kaine, the un all4 

women of New England are rnponding magnificent~ to their 

country's needs. I am glad to be here tonight to Pl1 Df tribute 

to the great work that New England 1a doing, like all other sec-

tiona of the count1"7, to ara .berica. 

I aa glad alao that .,- hoat tonight i a the idTertiaing Cl ub 

o! Boston, for the adTertiaing profession ia a aight.r force in 

creating public underatanding. Wt oannot ulct ouraelna the 

arsenal of de110crac7 and the dafallller of fraadoa UDlaat our people 

underatUd, the traall4oua iuua illTolnd iu th1a Battle for the 
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'!'orld. In the saue ....,, • at the Treasury shall .find it nora 

dlfiicult to accomplish our taalc of fiiWlolllg the defense progp1111 

unless the public sees olearJ.7 the need !or greater aaorifioe and 

for greater effort. 

In particular, I tbinlc that clear understanding is needed 

if we are to avoid the economic evile that might otherwise spring 

from a defense ;>rogram as great as ours, a program that i~ 

such enormous demands upon our productive resouroee. The worst 

of thoso economic evils has been constantly uppermost in 119' mind 

as :;ecrotary of the Treasury. That is the evil of inflation and 

that is the subject which I should lilce t o discuss with you tonight. 

We have been talking about inflation for a long time as 

if it were a throat remote from. our daily lives. It is a distant 

threat no loniel'• VIe are facing it now and we m.ust deal with it 

at once. 

D-C 
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u .. .,. Nlft ... ~ Ia .... tMa '-• 

u. ._... ...... ~ .._. • .a .. •n• • t• JMN• ld 

ou beat W.a w..,. If w Dll' al_,. la llb4 tlle ~ ot 

o'lll' ooot17 &I a 1daole, lt w ,..n.. pr 1 tq \lie &ppi'Opi'SaW 

Tbat talk oall1 tor alortMII u4 Ma\&1 to'fllllull oa tile 

nti'JODI 1a tu hall• ofo COJIII"'"• nol'fOM of u llero la thla 

• 
roca ud •nl'folll that ~ 'bo llltoalJtc \o • \oalpt. 

The wora 'latl&Uoa• 11 ool4 uA lltellaa, 10 ool4 that 

nen 7011 oanrtlllq •• uro toalpt JllPt llan Wtlo'lll\7 la 

•khc 1t real, ll•t tU Wac lt ioaorlllo1 11 ~u al 

• 
oruel. ~101 ... 10 Uol't t!lat I ,.,,... .., .t u ..,. 
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25 years ago. The effects of th&t inflation, howner, lasted for 

oe.If! ••onrs 1111d brought untold heartbreak and ml.seey in their train. 

Le t us look at the record to see what happened a genera

t:o.1 :1:;o. In 1916 the cost o~i~ began to rise sharp}T but 

there were fen who saw its significance. It was only when prices 

had risen by 70 per cent that President Wilson recommended &01 

steps to prevent inflation. In fact, the countey ns ao blind to 

its dangers that as late as June, 1917, Congress actually hastened 

the ri se in prices by reducing the reserve requirements for member 

banks of the Federal Reserve System. 

The consequences were so serious for eveey American that 

there must be I:18.II1 housewives even today who c~ remember them. 

~ 1920, a ten-pound bag of sugar coat $2. 67, a dozen eggs coat 

92 cents, a ten-pound bag of flour coat 88 cents, a pound of butter 

cost 76 cente and a pound of pork chops coet 50 cents. Br that 

D-C 
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year prices baa alcyrootetea to twi~e tht lenl of tin 7eara earlier. 

~ noney t he housewife paia for one lo&t ot breaa 1n 1914 bought 

only halt a loaf in 1920. The mone7 ahe paia tor a pouna of bacon 

1n 1914 bought onl7 hal! a pouna in 1920. The mone7 ahe paia tor a 
• 

yerd of c:otton cloth 1111s onl7 enough to bu;r onl7 1/3 of a 1&1'a in 

1920. The conaumer founa that fooa, fuel, shelter ana clothing 

~hich cost a aollar in April, 1916, haa risen to almost two aollars 

by 1920. The famil7 with no increaee in income founa its purchasing 

porrer cut in half. 

l'!e have now, as we h&a then in 1916, a moaerate rise in the 

ot livi~, a great rise 1n wholesale prices, ana a still greater 

rise in the prices of basic commoaities like wheat, hogs, cotton ana 

lumber. It is the rise in the prices of basic oommoaities that 

constitutes our rea light, our warning signal, toaay, for such a 

rise is always the aavance guara of an increase ln the cost of_ 

living. 

-
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It r.e fail to use the contr ols at our disposal now, it w 

fail to do t he specific things which are in our power t o check 

inflation no", 1£ we allow prices to go on rising as the;y did f r om 

1916 to 1920, \'18 ma;y find ;~t food, fuel, shelter and olothi.ng 

which nol'l coat a dollar 'lli.ll once more coat almost t'lli.ce as much 

before t he process has ended. 

The rise in prices is b;y no means confined to foodstuffs 

and clothing. I have before me, for instance, the actual figures' 

on the cost of const ructing a standard six- room frame house in one 

of our typical cities. This home that could have been built a ;year 

a&o for ~6,000 now costs $7, 140 to build. Here we have an increase 

in prices of nearl;y 20 per cent and if it goes along the 1916 pattern, 

vre are onl;y at the beginning of the ator;y. 

No t onl;y is the cost of building homes rising, but higher 

rentals are also on the wa;y for the millions who do not own their 

ho:1es , In seer ea of areas where industr ial expansion has fir at 

D-e 
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taken bold, rents han alred;r l'loa 10, 20, 30 pel' oat, uul lftll 

higher. 

I have brought w1 th me tonight a plotorlal chart whloh I 

wish the radio audience could see because 1 t ahon ao plainl7 the 

rold we traveled once, and the road which • IIU8t not tranl again. 

The chart shews how the bu:ring power of f'OUr dollar shrank troa 

1914 to 1920, ho1r your dollar bought leu food, leu clothing, 

less shelter, less heat and light because prices ware allowsd to 

run away. It shows how your dollar 1a alreacl7 blq'ing less in 1941 

than in 1959, and it leaves a ljig quution mark for the space 

showing llhat your dollar DtJ.T bUT 1n 1942. The an111n1r to that 

cp ution ia in our keeping as Americana, whether ws are officials 

of the Gove1'111111nt or private citicena. And I han 111'itten on the 

chart, around the question IIW'k, the words "The an111n1r depends 

~ 
on ua" • We ....... decide now, thia year, • 1n Washington and you 

in the country at large, whether • ahall han the c~ sense 
• 
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ago. 

!At it not be u14 of ua, a1 Dana Uofd George 1aia of hil 

people in 1915, that w •~"~ :too late ill .OTfllc hll"e, too late 

in arriTing there, too late ill oolllDg to thh deohion, too late 

in starting w1 th enterprieee, too late in preparfllc. • 

There h no. excuee for be too laf ill •etlng thh threat 

of inflation that faces ua. We iiDw know, or ought to lmow, what 1a 

going on; that 1a perhap1 the great11t clifference betwen conditiona 

todaf and in 1916. This tilDe OUI" efll are open to the dangers that 

lie ahead of ua. We now 1aunr that the U. to do aOMthlng about 

inflation ia befol"' it ocCUI"a, not after it hu gathered -ntu.. 

We should profit bf OUI" greater knowledge aDd take prompt and 

etfecti ve action now. 

There h no need for • to ralnd W1 audience ill detail 
9 

ot the reaaona wtq prioe1 han alreaq rilen. fM reuona are plala 
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tor anJ70M to .... 0.. ... a t..., ftl u ....... ~s hi 

fira 1a CJ'OifiDg hotttP ad h pMNtlJtc MN ltta tbaa the 'bolltP 

Gall a&fll~ holdo If W aN to pPeTtB.t the bolltr fpa RPitillc, 

alao bT inoreaaiDg tu nw ot 111PP1111 ot coo4a anllable to the 

We oan, •• ·l han ~d btfoPt, at teat th11 threat ot 

intlation, jutt ae w ou 4tftat Ul4 4tttPOJ tu torn• of tTll 

that han bttll let loo•• 1lpOil th11 earth. But w Mtd to 11114trttu4 

tha iaiUtl IDd Wt Mtd to Itt ole&P~ the OOUtqMJIOtl of iDaotloa 

• • 
or a.u,. I thould lib, thertfon, to polAt out, til'lt, what 

We han dou, u4 thea what W Mtd to 4o 1Ja oP4tP to 1t0p pP1HI 

froa riaiDg fvthePo 

D-C 
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1D the flPit plaoe. Capell ll Ga the polJat ot puiUc a 

hill• tax bill cl11ipd to :ral11 alao1t fov blllloa clol.laP1 1a 

1ad1t1onal rennue. thu withbaw1Dg a peat uount of pvohaliq 

powtr.Aba-t oa.pet11 with the cltfeue effort. 

Secolld4, the 'h'laft17 11a lb 'bonowillg p • u 11 t171J11 

to obtain aa large a portion of lb flmU u ponib.l.e fr~a c'U'l'ent 

COUIIMrt 1 l DOOM • 

Through a nn fora of note - the ta:x utioipation note -

it ia aetklng to 1Dcreaae the effeotiTeUIII of the inoOM tax •• 

a cbeok on current purohaeiDg power, ucl I aa hapPJ to report to 

;rou that 110re thlll a billion clollare' worth of the11 note• wen 

aold 1D the 110nth of .lugut. 

'l'he Trea1UJ7 haa alao 'btpn a prograa of 11ll1Dg Dtfaue 

S&Tinga Bolide &lid Staapa to people of 110cl~rate &lid low inoOMa. The 

people ban rt~pollcltcl to a tune of a billion aDcl a quarter clollara 

1D four IIOntba, without ooerolon of uq kllld; aDcl 1D •king that 

rtaponae poaeible the aclTertiaiDg profeeeion haa 'been of trulJ 
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iaftlaable help. 

the Board of GoTeraora of the r.a.nl. ll11ne S,at• to ooatrol 

TM Coq:rell 11 oou14el'bc, ..a I hope wlll pua withnt 

1111due aelq, a 'bill to lblit p•it• •h•• Ull1 to 111ppl .. at tM • 
effort• of the Offloe of Pl'~oe4la-•atatl'&t1oa to lt.it tboae 

rilu b7 Tol1111tll'7 ooopeNtion • 

.111 the" 11'1 uetul atepa to a uoe•••1'7 ellA, 'but thq 

W. lball han to tax 0111'1elTII aoh IIOI'e hlarl1J Mrl Jill' 

thu thh Jell', peat aD4 fazo-naohlJIC 11 the p1'11nt tax 'bill 

•ill be. 
• 

We thall han to lanat •oh MN w14eq Ull1 qahMtioalq 

" 
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pqrollt ot tlll put paF ll&n "- a eleu ..U te tM wp 

,.,..,. ot ,blrlta to Ht a11U a portl• et tMll' ean1ap ..u 

... t tor tull' on. coocl 1114 tMb onat.,•a po4. 

W• 'M1 haYI to eztell4 PMI'Il ooaboll ..,.. 1luk Ol'ltit ..a 

• oreatt oont rola OYer ael.tot.a oapltal tllplllilltv.a. 

I hope that .. -r ntell4 the aoo~ 11ov1v procna ao 

" to 1nortut the flow ot halla to tlll btaiU'f hoa o'lll"'"'at 

illocee durlnc the ••rce1101 1114 iDoNalt the outnow ot hiiU 

when nudtd 1a • poet ~feue per1o4. In a441t1oa, I haYt 

alre&aT euggeete4 the cNatlon of wblt I haYt oalled a •aepara

t1on wage• -- that ia, an entlrtq .. tol'll of coatr1'bat1on out 

of whloh a worbr MT 4ra a Hplar -ce for a atat.a perlo4 1a 

OUt U l Oitl h11 job. fMIO ... 1111'11 would bt good Ulfl dtl11'1bl.t 

1n thtuthtl, 'bat thq art 11peolalq uot11a., at thla tS., 

for ther ahould help u to-dtoHut pollaalq jns• .., 1111 la

orea .. 1t 1a tho flltUri 11hea lt MT lit MK.a. 
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procrea 111 noll. f111U a1 Ma I "pllilf lloubc .... Jt11ft1 ul 

It _.t, a1 I haft tall ... t1M1, re411H -•natlal 

r.aeral ezpell41tvtlo Wo a~t alto appeal tor oo-., 1a •tate 

iDg tol' IIOIIIldouo. pvpo•••• !he Pnllloat poiat.a till _, a 

aonth aco whla hi ntoea a 11111 oall1q to• 180 aUlloa aol.l.al'• 

wol'th ot higllnl' ooutnct1oa. J1r t11J.1 aot1oa hi Uaoattratoa that 

there h & oloar 411t1act1oa W aq1 Mt'INID till lpiMlag that 11 

111oeua1'1 tor a.toua allll the ~pollllillc thlt ou llo po1tpollli 

until ·a later aq. 

Teto Of th11 'M&IVI, aM abo upoa tJI.a 81Datl11 aotloa ~ 

lut •"i 1a apprOTiac tU oreat1o• of a Jollli .-ittol of tU 

' tu1ac ..a thl approrrlatlac apM111 of COJICNII to •tllllJ 

the poadbUlt111 of,, .. z all alOIII tM 11111 1a 

• • ... 
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_..t,.,. aot1rit111. I ban eenNl ti•• 1111P•'-' till ..,.._ 

tioa of noh a oamttn, allll I • nl'J' bam that lllf' , ..... ,t1• 

hal b .. n a4opted b7 the StD&te at laet. I U,. JUIW tllat the .lo ... 

will aho appron tbl idea, beoaue 1t ..... to • tllat n.h joiat 

aot1on b the oJilT aeuiblt ftJ to prooet4 it we an te nt tbl "' 

coah of gonraent aD11 olear the dew tor uttD.H 'P'IIIllac• 

AU of the •ap• I ban •• tu ,.....tea tor oa*ttU, 

latlation would attaok the probl .. b7 nd11o1Dg the dtM.Dil tor goode 

now and b7 helpi.Dg to build up a baoklog of pvohaaiDg p411Nr for thl 

poet wu world. But we aho11ld abo attaok the probl .. fr• the 

oppoaite direotion. We .ut ..U eftl'J' effort to iaor11 .. the n:ppq 

• 

of goode anilable to the oou-r wherenr thil OlD. be dou w1 thout 

anoroaoh1Dc upon the defeue propoaa. .t.bOTe all, we IID.It ..U t1lll ' 

uae of tho11 auppliea that are anilable, not olll.J 1a ufeue., pro

duction, but in the prOTilioa of olTUiaa 10141 whioh do Mt ._,.te 

with uteue outpgt. !'lab 11 a tiM -.. n .. t tlattu tbl ,.ab 

-
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to prodae for the 4q when tb.H ftlt uteue ezpe..Utv11 will 

1aa au4 when OUl' a.teue nrklr1 will tab 1lp the work of peaoe apla. 

The 1101t effeot1TI wq to pnnat a a-c1ac riM ilL pri111 

h, quite •J..p~, to nlea .. nrplue1 t.- 1torqe. 

IS" 
I wo114er it the houanite .ll:un, when lhl pqe .a& per olllt 

110r1 thin •he 41cl a Jl&r ago for a hac of tloUl', tllat ov npp~ 

of wheat 1a the lug11t on r11oPcl, ancl tllat 688 aillion 'buahell of 

IITtr&l 7""' oropa are anila'ble ilL OUl' uighllor cluooraq of 
• 

C&ll&da, I t 11 tne tllat ~ three •ntbl aco a ricicl quota wu 

appliecl to the J..portat1on of wheat trca C&lll4a 10 11 to bep up 

the pri ce of wheat ilL thb ooUJLtPT. lhtt 1 t 11 abo tne tllat OILlf 

the other a., the qliOta on lllg&l' frca Cullt. •• eDlarpa 10 11111-

•t&nti&lq u to a'baor'b ••t of the PIIIPTI .teoka ilL tllat ooUJLtPJ• 

Regraded Unclassified
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It .... to • uelft~ al .... ..., U.t w .. t.U. tM 

Bert ill thb ooa.tl'f • llan laJop "''"' 1toob of faa 

produota of ..., JcUir whioh ehal4 lie nllue4 for ecmeu.,t1oa 

aa faat II lliOIIIU'f to prnat 'IIU'I&IOM\11 prl01 1'1111. • 

'l'h• Oo'rt1'11Milt JlOir Co1u '1 111llloa.llal11 of oottoa ill """'• 

aJid ootton prlo11 haTe 1'111n fr• tl oeata ·a poa4 Oil .&.qut 1, lest 

to onr 16 cute a poaD4 at the prellllt tt..a. h epltl of thll 1'111 

of not far troa 100 per oeat ill two ;rear•, Cftll'lll noeatq 11at to 

the l'J'ulaent a \ill to fN111 JOTI.-Ilt atootl of oottoa u4 aat 

for the 4un.t1oa of the 'RI't Uli thu to pl'ITIIlt the JOTI,_Ilt fr• 
I 

Uapod111 of ~ of the 1111'plu ~at ua oottoa it baa ao¢1'14. 

Tilt l'J'editllt pra.ptq ntoei the 'bill beoaue thla M&ll'lll'l wo1114 

• 
hue •wantea the iupr of laflat1oa aiU1 alght haft trutntea 

• 
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effort• to flpt lt. 

we oacllt ut to 111 thhoU eott• IVJl ... a, u .., nrpluea, 

tra the arbt in tS..a llb •••• !M llou..Uo npt ut to 

be ..ae to P'f a tr1lnlto to proflt11r1 ul aponlatora -.. aile 

bUJ• a oottoa eh .. t for her U.. or a ahirl for her llullui or a 

1uit for lltr ollllclo 

Kllliou of people atlll go withnt the a1lt, lnlttor alll1 

egg• whloh, aooordlag to the t11tbloD;r of foo4 eapertl a1111 tho 

41otatee of plai.a oo..oa ••u•, are ...... ...,., to goo4 health a..a 

good 110rale. Yet the reune 1toob of lnatter, ohee11, beef a..a 

pork IIOW lltla 1a We ooatrr are fu hl&Mr thla tuT .. .,.. a , • ..,. 

ago ua far hlg)ler thaa tho anrac• of tM paat tin ,...,. •• 
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11 1 tW pll•tJ of allt ul ...., ht tee _. ot lt b 1a till 

ftl'lhOIIIt' Ltt'l aU lt fl•• U .. WPI to lit lt fi• to tile 

publio • would aot o~ Ja.lp 1a boplac prluo atallla 'lllat w w.U 

olll' ptoplt healthier &IIi happier. 

It h •beer foU, lP• thl farur'• poht of Yin to pull 

prlot1 up b7 o~eat1q oO&P01t111 1a tS..o lib theoo. n. f&JWPI 

au!ferea cruel~ for t1rt1Tt 10111 JtU'I after tbo oollapoo of the 

• 
Wlation of 1~20 1114 lmJ thiJ lllo11lcl llOt 'bo a4t to nfftP apill. 

It h ohler foU, ill the ..- wq tor la'bor l..Un to IHk 

~ ~~ ..... t·.-~~ .......... 
'"'iswd illortaoll ill wapo *ioh ill t1ll'll pro4 .. h1ghlr .-.. tv-

" 
ing ooata, higher pdooo, u4 a hipr ooot of ll"flDa • .f'rt 11 lllort-

lighted for a lu4lor4 to ohup all that the tnff1o will 'bou ill 

aeteue oentr .. whero ho1111.JII ,,... b at a .,..m-4 It ll poor 

" 
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baJiuU, 1J1 the liiiC .... for.., m1M1- U MU ezonltaat 

profit• 1JI thb pel'iod of a.teau .,..a1ac./tn b bU. MpHq, 

iD the loug J'UD, for aJI1 bubr to n:plolt tlll prueat ,_.., tor 

fwld• 'bf '"kill& to charge IIDH&IODa'blA 1aterut Plhl. 

theJ oan profit froa lllflatloa. 'l'hq are wroq. 

ID!h tion dou .,,. thall •relJ to rob the ftC' earur of a • 

portion of hh earniDge. It dou .,,. thaw nddlt the f&l'IUr with 

• 
1 load of debt which he cannot PIPI.J• It h 110re deatructln of 

110rale than aJI1 other alnglt force. Inflation dlrlclaa tha o0111lt1'7• 

It aeta up produoera apiut oona~ra, worbra apilllt nplCJfen, 

the people who on 1101117 agaiut the people to whca the 1101117 h 

Olltd.f Bo group ill a O-"D1tJ protih froa inflation 1J1 the loDg 

I'UI1 e:roept the 'l'hr" Ror•-• • the Speculator, the Protit"r u4 

· the Hoarder. 
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N upeo1all1 10 uw, 1a rift of tU fut tllat rleS., pr1Me11ill 

o!llT a4d to tht oo1t of 0111' uf1u1 pnpa ... ..t. tU ua1q ot ' 

ov oolllltr'J •tel4i]f .WI Uffloult. !U,r 11anU 'M M~-ni .. at 

110'1 I.A the light of the 11p1rbu1 tllat • nffln4 oa]f 26 71ar1 

1&0• 

Wt .blerioau han _. 1 tlla 180 71ar1 of 111t-pn..-at 

bthl.Jid IUie '11 art & •tvl •t1oa, &1111 WI 1ho11la be able to f&OI 

lip to our rupou1b111t111 &I atVI -· &1111 .._._ lf,r plea to 

70u tonight h that we lho1114 lean fr• bitter nperleue. lfl 

hope ud., belief h that no C1'01Ip UIIIIIC u - whltUr fuwer1, 
• 

worki~~g •n or bu1M11 aa - •ball be t.pte4 1IJ the Wu1a If 

••lfhh gallllllto allowiag prlo11 to rlH ...Uabl. 

!he ooet of latlatioa 11 too nJ.uu to proa ... r u4 ooua~r 
• 

&llh for &IIJOM 1a aat~rltJ to tot.nto it .... 

• 
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wlll do eTe.,thlq" •17 po11l'llll '- pNftd laflaUow. lit 
0 

1D thia tlcht tu ~atnUa ••t Jl&n tJae flna allpjiOl't 

aJ14 tilt ole&r awa.ratualJIC of 180 alllla .a.rloau 'llehlw4 lt • • 
It •• han that npport ..a that 'lllllleretualag, I a. tJaat 

•• ahall not tall. 
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tor ever1one to see. Our econOJIIT toclar ruellblu an overloaded 1.33 

steam boiler. The fire llllder the boiler ia being fed by billions 

o£ o.ddl tlone.l purchasing power in the hands of the public, The 

n re is growing hotter and is generating more steam than the boiler 

can safel7 hold. If we are to prevent the boiler f rom bursting, 

r.e cust daop do1111 the fires by withdrawing purchasing power and 

also b7 increasing the flow of supplies of goods available to the 

consUIII8r , 

We can, as I have said before, defeat this threat of 

inflation, just as we can defeat and destroy the forces of evil 

that have been let loose upon this earth. But no need to understand 

the issues and 1'18 need to see clearly tho consequences of inaction 

~ f..tr-W:k~ 
therefore,l\t e ~a•• at taa pPeQJ·m £~ or delay. I should like, 

• i'uw mthute~ -to se& first) what we have done,. and then what 1'18 

need to do in order to stop pi'iCM !rom rising further. 

n-c 

• 

... 
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It J~Ut, a1 1 han Aid •lllf tbu, N41l01 IIOMIIID.tial 

r.aual npellditur... We 1111.1t abo appeal for eoo~ ill •tate 

aDd looal gonl'DMnt n:pellditure t.lll1 a ourtaU..at of their borr~ 

. ~ 

illg !or noll4efellle purpoa... ..M tu Pr .. 14ent ~11111'1;1,. 

aonth ago whlll he Tetoed a bill oalling for 320 aill1ou dollar• 

~#...4~ /v..~~;; 
• worth of hig!nrq" oollltruotion.Jtlwre h a oleu dhtinotion D.OW• 

adqa betw11n tu •pending that il neoe11U7 for 4efellle aDd the 

• 
aptlldl.ng that oan be po1tpoud atil a later aq • 

..,.. s~ 

!Y..-tttr'b:t'"'iltrithe oo1Dltl7 ear~oongratult.te iteelf on the Pr .. i-

s~~·~ 
dent•e Teto of thb uaaUJ"e, and &110 upon the aotion el tl~1 

A 

~ onl7 last week in approT1D.g tu oreation of a joint ooa-

aitt11 of tu tuiDg ua the appropri&tinc age110i .. of Congrell 

to •tlldf tu po .. ibil1t1 .. of eoo~ all along the 11111 ill 

Regraded Unclassified
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....,, ... , utlritl••• 

uoa of •uoh a oa.!Uee, ul I • nrt .. .., U.t ... 1111Pitla 

ba• b1111. &doptoa liT the S...te at laet. I !lope .. U.t tM ..... 

will abo appi'OTI the 1ua, beeaue 1t .... te • tat .- lelat 

aotl011. 11 tilt oaq MU111le 1111' to pi'Meol 1t w an te o.t tM 

tAc.4.. 
oolh of con,...t aDl olear the ..,,....fop ufoiLH 'P'Mllic· 

All of the ••nn• I Jaaye 10 far ng11tea for eallattlac 

Wlatloll woula attaolt tbe pro'bl• 'b7 rellao1q tbe a-...a fOP pob 

"~~~ 
now and b7 htlpiq to bulla up a baoiio~ fop the poet war woPl4. 

But .. •houl.a &leo attaok the pPObla h• the oppodte 41Peot1-. 

,_$ 
lt1~.ellooel"ttl14~u.b ,.,..

, effort to t.GPIUe the 111p11q ot poU aftll• 

able to the oou.ep wbno'roP th11 ou be 401111 witho'lt ODOPo&•h'nc 

upon the aeteuo pPogna. Alton all, wo -.et ..U tvll ue ot 

• • 
tho" auppl101 that are aftilab~, ut oalJ 1a aot11111 pPo4110t101l, 

but ill tlM pPnb1• ot o1rlllu pet..uok 4o •t ..,_te witk 

deftlllo olltp.t. !1111 11 • ts- ....... -t natta tM ..... 
• • 
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..Ulll11J tlal ...u.,. Sa .... ,.. '• JUWN• It- •• u IV 

.A.. . 
• p;d 'f rMUyt ....-.s.,.... .. ul ....... Jl'l ... 

40111 ~. n ahall be lwlplJII to pi'Oriio fu t:M iq 1daa tUoo 

net 41ttut tzpeJI41twea w1ll ..a u4 1daa 0111' a.teue 11101'Dn 

rill t.k• 11p th. work of pnoe apla. 

The 1101t effeotln wq to prneat a b•c:'"' rl11 ill prlou 

u.c. ... s.~ .... -~ ~ M·•,c.. ~ r -,-..-v . 
ia, quite llap:Q', to~.-· 1 paten Is 

I wolldtr 1t thl houlftlle ban, Gill elw pqa 20 per oeat 

110re than aht aiel a r•ar ago to~ a 11oc of tl0111', that ou nnq 

of wheat h the largeat oil reool'l, lUll that '88 a111101l llaaMll of 

aneral Jtara• oropa are nalla\11 la our •lPHr 4 : TlftiJ of 

C~~~a4a . It 11 tru that • tllrH •atlla 1p a rlP' ~Mta •• 

applilcl to the laportatlOil of wlleat trGa Caula 10 u to bap v.p 

tha price ot wheat .. w 1 ooatl'f•· Bat 1t 11 allo tru that q 

tha ot\er a., the quota Oil augar boa Cw .. elllarpl 10 n1l-

•t&Atialq aa to abaorb At of the """' 1toob 1a that oo•tJ'f• • 
Regraded Unclassified
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• 
It ,, ... to M dt11l'abJ.. u4 MMIIU'f tM 1N 110W foll• tJ11 

• 
eUJ~P1• ••t ill the oaae of Cubaa lllpl' u4 peralt the ent17 of 

product. of MJ11 ldlll1a whioh lhould be releaa.a for oou.ptloa 

ll fatt lt lliCeii&J'f to preYeat Ull'f'eaiOD&b1e price ritelo 

The Gonl'IIMJI.t llCJif ho1dl 7 a11llon M111 of cotta 1a 

( reeene, and cotton pr'1011 han ri11n fro• 9i cenh a polllld Oil 

!uguat 1, 1989 to oYer 16 oenta a poUD4 at the preaent tiM. In 

tpl te of thl• rile of not tar f'f'oa 100 per oent in two r•u•, 

Collgl'eet recentq 11nt to the P'f'tlldGt a bill to f'f'eue gonn• . 
unt ttocb of cotton aJioll wheat for the dvatlon of the 11&1', IDA 

thue to prennt the gon.,...nt fr• dhpoe!Dc of uq of the ~VplU 

•heat and oottoll it had acquired. The Pl't~ldent pr~tq ntoed 

tht bill • 1 

ol: 0 1 l!J ..... 'beoaUH thb •aiU'f'l would haft 

t.ggranted the daqer of iafJ..tloa u4 lllcht han trutrat.a ov 

•• Regraded Unclassified
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effort• to t1pt 1t. 1~) 
~ ... ~~ .. 

.. 0upt 110t to wlt'4~AfMa tile ..n.t 1a tl•t 

Ute the... !118 hounif• o...P.t •t te ... ,.. te pq a b1nte 

to profitun u4 1penl&ton .. U. ..,, a Mtta IIIHt tor lllr 

baM or a ellit tor lllr Jau'bui or a nlt tor lllr oll114. 

)lllliou of people 1t1ll 10 witlant 61 .ut, lnatter ..a 
• 

•111 wbioh, aooorUq to till te1tS.., of t..a esperit allll till 

Uotatu ot plaill o~a .... ,, are MOIIIU'J to , .. a hlalth allll 

gooa 110rale. Yet the "''"' 1toeb of lnltter, olll•••• lleet al 

pork - hila 1a thlt ooat17 are tar laJ&Mr tllaa tllq wN a 7M1 

aco ua tar hipr tllaa thl annp of till pett tln ,., •• 

flea ezperle ... a., 

oora 

• te.a tor ohiobu "t .... '"'' 

-
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oalJaM to the ooat ot ou a.t ... pHpua u1 ...._ tile _.. If 

ago. 

• 1ft .DtrlOIU haTI .... tlla 180 JIU'I If 1111-pn ... at 

bthia4 ua .......... ~•~MI'Itt-.lelll~·~~•N•._..IIIIIIJ!.I1~U .... •• 1h.,.. a .l.·auoa. 
aaa .. ahoul.a lie a\le to taoa., te ev n.,tun111t111 u atwe 

bitt.r nper11Mio ., llopl u4 IIJ llelllt 11 tllat • poo., ..... • 
ua - whttlMr f&n~ra, worklDc •• or bu1M11 .. • lllall M tll111t414 

bJ the 1llu1on of HUllh ph lllto alloriJic prloa1 to rlH 1lll-
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TREASURY DEPARTMENT 

INTI:" OI'"F'ICr: COMMU NICATION 

o•n September 4, 1941 

f O secretary Morgenthau 

~essrs . Foley and Pehle 

A character investigation of Emma von Lewinski , 
a report on which was received todar, indicated that Krs . 
von Lewinski , who had since July 1, 1941, been employed by 
the Foreign Funds Control, is the wife of Karl von Lewinski, 
former German agent before the Mixed Claims Commission and 
German Consul General in New York City for many years prior 
to 1930. The ~~aort indicated that Kr. and Mrs . von Lewinski 
are separated that Karl von Lewinski is now in Germany, 
as is their daughter. Krs . von Lewinski was immediately 
separated from the Foreign Funds Control, 

In June, 1941, when she was interviewed prior to 
her employment , she gave among her references, Chief Justice 
Stone and Senators Barkley, Adams and Wagner. She also ex
hibited letters from Senator Barkiey which indicated that he 
was a close friend and fully endorsed her as to character, 
The Secret Service report indicates that Senator Barkley stated 
he had known the subject for many years and considered her to 
be reliable and a loyal American citizen and could be trusted 
in every way. It is not unlikely that Senator Barkley will 

I 
request the Treasury to reconsider its action in severing Yrs . 
von Lewinski from the Foreign Funds Control. 

Regraded Unclassified
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Tl.Joel 

Procn•• 

Station I 

Tl.loiO I 

Procraa: 

Station• 

Procr"": 

Station: 

Tl.Joel 

Stat1ont 

• 

' f'D8SD•J - "f"d"'W'l 4, 1 H1 

9100 - !IIlii J..M, 

The Sto17 ot leu Job.Deo11 

wac all4 DC llecl •• boric 

1100 - 1:15 P.M. 

IoW>C Dr, kaloDe 

VJSV all4 CBS lletworlc 

9:30- 10100 P,N, 

•Great Ounne1 

VOL &114 NBS lletworlc 

9:30 - 10100 P.M. 

~· ot Two Citi .. 

no - Yuhinctoll 
aD4 

YFllll - Bal t iao .. 
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.,, .. 
adloi to )fr. TbomJliOil 

tc.~4- ct... •7' 
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THE BRITISH SUPPLY COUNCIL IN NORTH AMERICA :154 

.. "_ eDf.IAMIN P'JtAHKUH hATtoN 

WAaHIMGTON. D. C. 

September 4, 1941 

The Honourable Henry Korgenthau, Jr. , 
Secretary or the Treasury, 

Washington, D. c. 

Dear Kr. llorgenthau: 

llany thanks ror your kind note or yesterday 
regarding my new appointment. 

I do not need to tell you that Arthur Purvis 
1s a hard man to follow. I do not expect to fill his 
shoes1 but I can at least hope to follow in the pat h 
that ne blazed. 

He often spoke feelingly or the assistance 
you had been to him at all times, and stated that 
your wise counsel and advice enabled him to avoid 
many pitfalls . I hope you will not mind if from 
time to time I also seek your counsel and advice in 
attempting to deal with the difficult problems with 
which we are often confronted. 

Again thanking you for your kind letter, I 
am 

Yours sincerely, 

Morris w. Wilson. 

T 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE 8ephaber • . 19•1 

TO 

llr, J[aaaroll: 

subject: Airplane Del1nr1ee t o the Brl Ueh 

SU-1'7 

1. .l total ot ~ planee 1e reported u ehlpped ln the 
leat atateMDt reoe1Ted, 110 going to lngl anct and 9 t o the 
11144la laat. 

2, We ban now reoe1Ted data on ehlpaante to the Br1Ueh 
tor the laat JO weell:a . FJ'Oa the t ollowlng table g1T1ng ehlpaenh 
b7 ten •••Jr. perloda , 1t 1e eT1dent that del1nr1ea t o the 
Br1t1ab baTt el 1gntl y deoreaeed 1n the laet ten weelr.a ooapered 
to the preoedlng per1odlt.:----

Total Del1nr1ea to the Br1t1ab 

Flret ten weell:e 
Seoond ten weell:a 
Lut ten weelr.a 

Juaber ot Plane• 
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tabl e •· - Sh1p•oh 'b7 Area 

to the Uo1\e4 nol!loa 

L11!M &114 &041~&& bollboro 
Bea't'7 'boa'berl 
laYal patrol 'bollboro 
Pll1'1111t 

t otal t o Uo1to4 na~oa 

fo \he 1114411 la1t 

L1gbt and a1c1111a bolllber1 
Pll1'1111t 

t otal \o M144ll laot 

to \Ill rar 1&1\ 

L1gbt and ae41aa 'boa'boro 
la•al patrol 'boa'bero 
1'111'1111' 
!1'111111'1 

total \o rar lalt 

t o tall 

L1gbt &114 ae41ua boaboro 
Reu7 'bo&bll'l 
I&Yal patrol 'boa'bero 
1'111'1111 t 
!1'11oen 

, 

1.57 
D{Yta1oa of llollo\arf 

..... Nh 

L&\oo\ 
•••k 

35 
0 
0 
~ 

9 
~ 

0 
0 
0 
~ 

" 0 
0 
5 
0 

llo 

9 

0 

•· 

~ J 
..]! 

96o 

17, 
ill 

691 

6 

~ 
215 
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-'-
telllt 1. - lbl,_.,. _, trPe• 

total 

"-'''' RaporW 

•••• to Da'• 
Jell l.lPIOObl'a (P•") 5 27 

• 
10t1111 &-17 0 21 

lren\er Bllffalo 0 1~ 

Couol14aw4 Oa\al'u 0 81 
LlbeNWP 0 ee 

Our\111 !o~•k 0 516 

l)ouglal loi\GD I 0 1 
loa\oa II 0 72 
Bo1'oa III 16 U9 

Glenn llarUn llal'Jlall4 0 150 

Gru-n llarU•' II 0 ' 
Lookhet4 B114eoa I 0 1 

...... III ee 166 
IID4aoa IY 0 u 
111141011 'f 0 ~ 

l orUI MIPloM JlaMar& II 0 55 

0111 h4 Ohtlapeake 6 ~ -
Gru4 !o'-1 - All trPe• 

_, 1,866 
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D1w1a1on ot lloaetar:r 

Ruearoh 

Table c. - Plane Del1.,.r1ea to the Br1Ueh b:r Week8 

Wtlk 
J:n4ed 

reb. II • 
reb. 15 • 
reb. 22 • 
~ ... 1. 
liar. a • 
~r. 15 • 
~ ... 22 • 
~ ... 29 • 
Apr . 5 • 
Apr. 12 • 
Apr. 19 • 
Apr. 26 • 
~,. 3 . 
~7 iO • 
~,. 17 . 
liar 25 • 
June 1 • 
June II • 
June 15 • 
June 22 • 
June 29 • 
Jul7 6 • 
Jul7 13 • 
Jul:r 20 • 
Julr 27 • 
Aug. 3 • 
Aug. 10 • 
Aug. 17 • 
Aug. 24 • 
Aug. 30 • 

L11!M 
and lled1ua 

Boabere 
Bta"7 

Boabera 

1 

2 

~ 
1 
1 

13 
10 

~ 
l 

1 

1 

Wual 
Patrol 
Bollbera 

3 

5 

' 2 

~ 
2 
~ 

~ 
a 
7 

Pureu1t 

100 
27 
25 
lO 

22 
11! 
n 
27 
5 

15 
10 
19 
25 
21 

20 
52 
ro •a 
~~ 
11 
15 
12 
11 
~ 
697 

!ra1nera 

21! 
27 

55 

total 

• 1be date steen 1e tor ah1paentl b7 air. 8h1paentl b;r water 
etar t th ree weeks earl1er. !hat 11, the atate .. nt report1nl! 
the l hlp .. nt ot plane• b;r a1r tor the week end1nl! Augult 30 
woul d report the eh1paent ot plan•• b7 wat er t or the week end
ing Auguat 9. 
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TO 

TREASURY DEPARTMENT 

INTER OI'FICE COMMUNICATION 

Secretary Ucrgenthau 

H. o. White 

160 

oAT& September ll. , 19il-l 

SubJect: Bri t1ah t!cre.le 

Imnreeeiona gained by Coe on a recent motor trip t o Bir
oJ.ngha.!:l. and Coventry: 

1. The •morale of the British people is magniticant• , 
The only aott epot h1 t upon le among aome Birming
ham buaineea men wbo were eupportera or Chamberlain. 
The Birmingham cluba are reputedly the only placee 
in the country where you can atill hear appeasement 
talk. 

2. There atUl exieta an important , though not well 
recognized, cleavage of opinion ae to what would oon
atitute a •defeat of Hitler• . Some people would be 
aatiet1ed to have the German army remove Hitler and 
aeaume control in Germany, whlle other a demand that 
the German military machine be defeated, the Nazi 
party uprooted, and a genuinely demooratlo Government 
in Germany be eetabliahed. 

3· Some workere eeem over optimietio about the duration 
or the war and the prospect• of invaeion or the con
tinent. 

!;. Among the more educated people, doubta are expreued 
a1 t o how the war is going to end, beoauee ot the tear 
that lnvaalon ot the continent will net be practical 
tor e long time to come. In these oirclee, however, 
the more dominant view aeema to be that the Ruaeian 
campaign haa made it olear that Hitler will be detu.ted. 

Coe ha1 obtained the permlaeion !rom Winant to travel a1 
you requeeted. Prior to hle trip to Birmingham, be made two trlpa 
by t rain and expeote to 1pend about ten daye or two weeki later 
in August travell ing by oar. 

(Ooe to Secretary, August ll) 

• 
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TO 

... o .. 

TREASURY DEPARTMENT 

INTIIt OFFICI COMMUNICATION 

Seoretarr Morgentbau 

B. D. Wh1te 

• 

161 

DATI 8epte~er ~ . 1941 

SubJect: Britiah preaa olippinga on U,I, food a1tuat1on 

1. llarYeet pro!l!eota good, with the exoaptlon of potatou. 

Early potato yielda were diaappointing and later orop 
ma7 suffer from •potato plight• . Emphaaia thia 7ear waa 
placed on production of fodder to maintain aUk J1elde, 
Nuaber of p1ga and abeep on farma baYe been reduced. 

2. The Blaok Market . feeda on bombed food IUppliea. 

'l'ht K1n1etrr of rood 1a aoouaed of being the bigut 
euppl1er to the Blaok Market of bombed food. Recent order 
plecee more fooda under lioenee, botb for wboltaale and 
retail trade. 

J, Eua, Milk and lleat 

Bad egga are being reoeiYtd bJ retailer• and 41etribu
tora, No mach1nerr to make good epoil ed egga reoeiYtd b7 
cuetomere. Auguat allotment ie 3 egga per regular cuatomer. 
Bad 41atr1butiYe eyatem bl .. tdo X1llt ration1n& 17atam to 
be introduced October l; •11•• 41lut1ng of milk reported, 
Fatter bacon from leaa ohoioe cute i a expected. lleat ratione 
tor a1n8ra and heaYJ 1nduetr1al workera to be 1noreaaed, 

4. Bot raeala tor pl'-raid rtotima. 

Plana are now completed for distribution of complete bot 
meale to houa 1n boabed area a. Ileal• will be paid for ae 
tbe7 are at communal feeding center• at pricee fixed by looal 
author1 tie a eupplJ1Di the food. !.teal a will be cooked at 
emergency kitohena and d1atr1buted 1n Ford-donated, epaciallJ 
daa1gned food Yana. 

' 

I 
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TO 

"'0" 

TREASURY DEPARTMENT 

INTIER OI"FICI COMMUNICATION 

S.oretarr Koraenthau 

H. D, White 

162 

SubJ eot: 

1. R!-exporte trom U,K,ot A!erioan eteel i1 not to be per.itttd. 

Sir Dunoan, Pre1idtnt ot tht Board ot 'l'r&de, i n reply to 
a que1t1on a1ktd in tbt Houe1 ot Coamon• ae to what 1tep1 Bri
thh export1r1 1hould takl to eD&ble them to ezoort -'-trioan 
eteel, eaid: "No 1ttel 1beete, bare, plat11, eto. , ot AMri
oan origin 11117 be re-exported trom thie oountrT1 , 

2. Lend-Lea,. removee r&11on d 1etre ot British export drive, 

The Banker in a reoent i11ue revitwe the British export 
pol1C7 ainoe the beginning ot the war and tzaainee the reaeone 
tor the ohangee whioh have taken plaoe. 'l'he pointe made by 
the writer: 

•· Lend-Leaae, by i naur1ng reoeipt ot eeetntial euppliee 
trom the U, I. , 1rreepeotive ot Britain'• •an• ot P&7-
ment , hat r•oved the rai10n d1 etrt tnn tor tome exporte 
which brln« i n dollare. 

b, The export drive wbioh •a• tol'lltrly dtlirable in order to 
III&Ximi&t war production 11 now an impediment to the great
eat poeeiblt war ettort. 

o. Kanr English exporter• believe that Britieh export• are 
being hampered by inettioiency or lack ot cooperation be
t ween Government department., or by an e:uggerated de
terence to the eueceptib111tiee ct American trade intereete, 

Some recent newepeper artiolee have retlected bewildtl'lltDt 
or t he Britieh exporter oonoerning t he change in otticial polioy, 
Tbe:r aaid that 110re cart ebould be paid to the exporter• an4 to 
the markets which they han bu1l t up onr many yeare. 

(Cot to Secreta.ry, Auguet 12) 

• 

• 
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fCJI TIIB PRESS D!l.!SDIATE RBWSS FCJ! 'IRE PRESS 

• 

SEP'l'EI!BER 4, 1941 

The President today announced that. he bad 

authorized the transfer of various defense articles t.o 

the OoverlUJIIlrlt of Poland under the Lenci-Leaee Act. and 

declared that. the ga.llant. resia t.ance of the forces of the 

Oovornn~nt of Poland is •vital t.o tho defen•e of the United 

States." 

This action, the Preo1dont sllid, demonstrates 

our intention t.o ~;ive 1!\llterial sup;>ort to "the .f'ichting 

ci• terndnation of the Polish people to establish one<- aeain 

the independence of which they were 8Q inhumanly deprived. • 

Polish troops are now trainin~ in Canada for action 

overseas , Under the President's order, mchinc cuns, sul>

r.>chine guns, rifles , artilldl'y cqu1pacnt, trucks and ottu;r 

supplies will be sent to theoc troops in the ncar future. 

The President stressed thu illlpertancc of this new 

aid to the Government of Poland as a continuing expressi on 

or "tho policy or t he United statss to extend aid to all 

who resist aggression . • 
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HOLD fOR Jol::l.iAlJJ: &I:PT'<lll!lll ' ' 1941 

Tht tollowln& ~at .. ent ud the ..:Xecuuu tJt-dtr accoa~lna lt 
atl ror Nl .. lt to ~~r• appeart.ns Otl the atnt\ not "rlltr tb&n 
e:OO ? .1!., S .b .t'., &eptMber 4 , 1941. 

Tb~ ...- rea\rlctton applies to lt• u .. o~•r t bt radio 

sn:I'!!r.l llARLY 
Secret ary to tbt Pt'1114t.nt 

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

Tho Prostdent todey, atter eontorrtng W1 tb Un4e~r 6-ecrete.l")" or 
\.'ar Tatterton , Und"r Secretu.ry of tho l4avy trorrt~otal". Ur . U1ll1u £ . 
Y.lliJdloD o.nd tAr . ~ldnoy Klllman, ect1ng ao the CoW1cil or thct OPM, and 
wHh kto r A.dmlrl\1 Zoory S . Lnnd, Chat man ot tho \lniUd Stouo )1arUl.me 
C4X11taton, laouwd an Executive Order eatablUll1no a De\1 dtv11S1on 11.\ the 
otrtc• or Prod.ucUon Ue.n.agoaont , 

ThU tU•hion U to be known as thv l)l:\"illon or COn.tre.ct 
Dtl\rtbuUoc o.nct h to ~ coordinate uUh the t ·z:Uttna dlYUt on• -- Pro
cJrctot, Proct.actlon, Prtortde&, Labor an•i C1•1Uan bupply. 

!loy.1 B. Odl~.~~a, o! ~.oaw 7ork, haa bet!n appoinu<l Dlrect.or or 
t~ n~ 4tvla1on . 

'!'he c.onterenco was b61:1 e.nd tho ilx•cu.U'rt Order •• ttsuod 1n 
turtl:ltranct of • 4o1;ornlnod ao~t: o:: the ;aart o!' \he Adftlnl#tro.Uon to 
t•lp \h• ~Ulltr buelness unus ot tho country obt.etc a tatr ohare ot 
the def•n" ordtrt , end to pN•ent, 30 rar •• ~utblt, 4lelocatlon ot 
todt.l.nry and u.ncaplo7f1en1. ot \#Oricura in pl onu \Jbera produ.ot.1on bas been 
c\lntlle4 by prtorlt 161 a.nd J".&terial aborto.ces . 

T!11 .1roaram <lov1sod W$3 nrr1 'YeJ "-t 1u consu.l uuon ui th. 
rtprtlontot.1VOO or thO A-rytty 1 HB.vy , tta.rlt1:na COMlTiiCOlon 1 t.nd. mJ e.nd baa 
t.bt ruu support. or thee11 agoncioe . 

Tit. LabO\' DiV1t1on and tht Uetenso .".):t'...rn.ot btl"fiCO of OPM 
baT• alroad,y done a Ste&t deal ln otartin& tho Mehin<.~ry or IU.b .. COfttro.ct .. 
tee &c.d. tn rot:rataing (L!ld obtaining ro.tO:>loynent tor 4Uchors.;d ''IOrkart. 
't"h...: pro~ U nov to be cro11UY CXPftlldOd throu@,hou.t t!LCh pen of tha 
CAitOJd Stn~to , as orw ot thoJ m,:st tr.portant t'w:ction• or O.PW. th.s 
proacnt p..nonnol , Neorcla, etc . , of' the Dufcnlo C.Ontno\ Sorwtce or 
O?'..: wtU bt trMetc rrocl ~o this DOW dhUton. 

'l'brollf,b thl a Dhi:.lon, th.t. Otrtce or Produ.oUOD ~tMDt will 
be tntbl~d aorv t tt4Ctl•uly ~ a4lus~ tho dialoc&ttonl and allo•tate 
lect;tlor:. nt NIUltlft& troa prlor1~l9& a.n4 ca\•ri•l ahortac..:o, and brtoo 
tbo'J\. :-.ut:=.1112 ua.~ ot tho nation's factories nnd lnd\&ltrhl plADU, 
tol;" .. elally t~e; ~~aaU'r ona& throua).out tba naUon. Tbll will lk) dono 
tbro~ tour aajor otu~s: 

l . Tbtr brvakinG down o! 1-0.rgil ord~:~rl ot tupplh .. l lnt.O SMellur 
unt.ta, and apr.:~ad1n& tho pu.rcho.1st•l anon" aoN rtm• nnd ln 
oll locolit.tua poeeiblo . 

2 . frowt~in$ t~,Ulatanco through tbo LobOr DivhlOn o t' Ofl.S in 
r~tr~tnlnR and obtaining roumployu~nt ror workero Who or~ 
unlll'!lplovud at. a r..,sult ot tho abuttins aown of OOMO plants 
or r"ducuon ot thc:tr output. 

3. Tht. .; tteetho dtstr1b\l.t1on or doten.au oontrocu to t.l4 
IG4llor busiceas vr.t orprisos, aa y~t lara~lr unut.4, thro~ an 
c.zpa.ndo4 usa or oub-contracUDG, contract diotrib\ltlon. and 
tbo poollftl or plant tec111tlol . 

4. 8'J proYldtca o st•tr or tr;.du.nr1al acd prod.uction enatnuu·s 
to romul.ate end ex~..cu.te &p&elttc p.la.n• tor tb"' coDY~o~relon ot 
non .. 4ort.:ta ... lnd:ua-trtis &Ld plant I t o der"n:hl prod:uettoo. 

Tbl Dhtoton or Conn•oe~ D1.G't.rlbuUOD w1.ll han branch orttcn 
locato4 in the ~ortous States. 
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ft• Dl't'le10D wlU II Jne .. ,._.. p1ue _. 1111'0 .... N 

t ill puro~~&• ot .uppllN tw U. Aa:l ucl lie.., 1D _,, ... alta, 1111t 
- a S"•t•r nllaber ot n- 11114 1D •• .uar dlttal'llllt looalltlaa u 
poulbla. It w!.U alao toamlata 11114 4e'Nlop pro.....,. tor \be --•loa 
or pl.MU u4 1ndunl'1 .. tl'oa o1YU1an to d~f.nM procluaUoo - wl\11 . 
tho aulotanaa of the ll)ftl'DIIDJR ,...reYOr ~~ttooaau')' . U wlll tollllllata 
tho orpn!Zatton and ua ot looal 1114w1tl'1al clettoAao produoUon aeaoola
Uono , and w1ll p~te 11114 at1rllll.11to tarmlns out ot dotuuo 110r1E and 
oub•aontraotllll!, wherever reaalbb. 

Tbo 01vU1on or Contraot 01atl'1but1on will provido an lnduatnal 
anslnoorlns atart wboae r .. pooa1b111ty It wlll bo to obtaln·thc /.WCU.ua 
uiO ot exlltiDS tac1Utlea and tOOll by lllllatllll! 10a11utaoturere and 
buJinou antorprilu In -alr1ns \bu n~oo .. al!')' abai>Goa In tho1r tnola and 
oqlliiUODt tor attoott vo uaa 1n det fiJI&o produotloo. 

Tb~ t1old ortlcea or t ho 01 't181on or Contract D18tl'1t.a\.1on 4n 
bo adoquatoly atarto<l to "rendor lltlod~d aealatanoo to buelnuaa.on. Pro
cur<aent e.pno1va or tho Govornaont lf1U aaa1gn repro.ontothoa to tho 
aln ottloo and tlttld ottlcea, ae roqulrod, for purpoaua of Uateon. 

In tho Yal'loue olttoa uiU bo "atablllh~d uxhlblta or -..teet 
plocoo• whor<> theN w!.U bo diapl.llyud epoctrla wt• · "blta and plecaa• 
• tho compononta nufodod tor d11tunso production . thtoa~ 1fJ1V1 b• parts of 
a 114Chlno sun or an alrplnno or tank, or any on• ot :> thousand other ltoou 
which oro noodod, Thuae "bite nnd plaaoa• will bo lnbolud as to thu 
quantitlua noodud lllld tbo maohlno tools and opure.tlona roqu11'<14 tor thulr 
production eo that GDl' mnchlnu ahop o>mor or lllt.lluta oturer can dutormlnu 
Wbothor h!o rac lllt1o3 aro capable or produotne auoh !toms, 

Sul>·contractlne arran&<IJ'Onta can thnn bo or.torud Into on the 
boats or what an lndl'rldual oaos ho Ia oupablo of d01111!, roce1't1111 then 
and thoro tb& uxp~rt Industrial and o111!1:1oortns Judl""nt of thoao 10boae 
•••latanco ho aay ~alre . 

Tb~ D1•1alon or Contract Dlatr1butlo~U alao provide throucb 
tho Nsular •-rclal bankllll! channllla, tho Ru1onatructlon l'lnanco 
COrporation , lnclu4f.Ds tbo llcfenao Suppltoa Corpornt1on and tbu Dot ceo 
Plant COrpomtton , nnd the J'odcrnl ilcaonu Bo.nk8 1111d thD1r b}':Ulch~a, 
tho nooooaary tlnanolns tao111t1oo tor l ocal 1nduatr1al pro~tlon 
aooootat!ona, prteo contrnctors and euboontractora, and ~ll raccam6nd 
•h•nonr nocooaary ouch additional tlneJiolal proooduru• and Mchlnel')' .
aa Jllt.Y bo ruqulrod to obtnln tbo II&XIll\1110 utilizat ion or uxiat1111 plnn~ 
and tool raollltloe tor dotonao pa.;oa~o . 

Tho Director ot tho Division Ia to appoint two advlaol!')' 
CDMD!tt ooa, ono to oonelat or r opruaunt atlvoo of OA&ll bualnoaa orsanlsa
ttono; thu othur, to constat or lnduatrlal, managoaunt and produatlon 
anslnoora , 

It Ia l nt ondod, on tbu ooo hllllda to taco the roaponalb1l1t)' of 
allo'YI'ltlaa tho ho.rdm1pa wlllch haYO roaul"':od 1'.- tho dwfClllSO progrwa 
and, on the other , to ll'\l'ahal our produott•" a~paoltloa to tbo obJ~otlft 
t lut 110 plant or t nol which call bo uaad tor dutun.., aha1l b<> allowo4 to 
•-In ldlo, 
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wotlti GilD 

~-~~·-~....-in- b7 ~ c-tlt ... 
tlCil and the ota-o ~ ~ 'OD1t.4 lltatoo, - in 01Ur to ._fino 
t\lrt)lOr the t=ct1..,. - 4ut1oe of ~ ortl .. ot Pro4W>t1CD ""'-· 
- vith roopoot to tbo w1Uoit.4 ,..tim.! -r- ao 4oolaro4 
b7 tho Proliilont Oil Ma,y Zf, 1941, - to pronilo for tho _.., OtfOO• 

tl'I'O utnl .. tlon ot oX1otin8 plant faolllt1oo tar ._tonoo ]lllr)>OOOO) 

t.bo conTtrolCD into ._t_ produot1CD of oh1ll.an illdW>triu at. 
tooted b7 priori t1oo - rev atorial ohortoeu; th> allniatiCD ot 
-*-t oa- '1>7 tho offooto of ruch pr1or1t! .. on4 ohortoeu; 
tho local poo11n8 of taoWt1oo - OQI&!pomt; 81lbeontraot1.J>c; 11111 
t.bo viar d11'tl>oiCD ~ ._1'.,_ contraote - tho ..nor 'lnlol.oooo 
onterpriooo in 0'1'0!'7 part of tbo mtiOQ, it io horob7 ,..._1'04 ao 
toll ... : 

1. Thoro obt.ll bo vithiD the otfico ot Prod-iCD 
~ a D1 noiOil of Cmtraot Diotribution at tbo hoad 
of Wiob oball bo a Diroctar appointed '1>7 tbo Ott1ca of 
Production ...,._nt vitb tho approoal of tbe Proolilont. 
'IIIo Dirootar oball diacho>:'so - portono tJle follov1J>4 rt· 
opooalbWtiAo - 4utioa UDI!Dr ~ cUroctlm - _.... 
rtdcm of ~ D1rootor Gouoral oot11>c 1n aooooiatlCD vith tho 
Aaoociato D1rootor Ceaorol: 

a. 1'..-lato .,.,_ praoooto opoc1t1o Pl'C6TI'* far tho 
P\ll'<>buo or ._uoo tor tbo ~ and lla"7 1n 
..Uor unito but - a srootor numbor of fU. 
111>4 1n ao ~ d1fforont loc&litloo ao '»oeoiblo. 

b. P.......a..to 11111 praoooto ...utioatlCDO 1n foilorol pro· 
- prootlcoo .,.,_ prooo4uroo rolatinS to ,.,. 
sot1at1.J>c cotltrooto, b1dd1.J>c proot1oo, porf-

11111 bid -., - other prootiooo 11111 pr-••• 
to tbo oDd t1>et thoro oball bo a vidor d1otr1but1Cil 
of dot- contraote on4 P\ll'<)haooo. 

o. Dnolop - tor tho o01m1n1cm of planto 11111 
induotrioo trCD c1rtllan to ilofonao produotlcr>, vith 
tbo aooiotanoo ot tho s<m>rmont 1t -••001'7· 

d. StlJiu.lato tho orpntu.tion 11111 - ot local illduo· 
trial ._r.,_ produoti<ll uooolatlCilO· 

•. - - ots.alato -inS vbero'Nr r-nlo. 

t . lD ,..._r to ol>ta1n tiOXl.a uoo of ex1otin8 pro«Qotlft 
taoU1t1oo and tooll, adnoo -ooturoro.,.,. '1No1· 
no10 ontorpriooo tho opoCf1c ~- 1n Wicb tho1r 
fao1l1t1oo oll4 tool• _, bo ut111ud 1n ilotonoa pro
duot101l) adrtoo oucb anut-ro .,.,. buoinoo-
Vi th t'OQOCt to tbo Jlt'OC)04.\IZ"'I aD4 F8ct.1Cel of ~M 
.... rol l'odarol-- -1••· 

1- J'aoWtoto t11rooe1> tho rojp&lar .-rcial boDidJ:Is 
-lo, tho llocmotroot1CD ~ Corparat1 .... 
on4 tho J'o6orol Rooorw - .,.,. their \ro.JichN, 
tho DOoooao:rr fiDmeiziS taoWtioo for Pl"1-0 em· 
trootoro, -.oat:nctoro - local 1ndl>Otr1al ilof
)rr'odwrtlCD uaoo-1at.1CIDol, a:D4 nc~ trc. t.ta 
to tia to tho Dirootar a.r.ro1 and Aoooclato Dirootar 
a.r.ro1 ruch add1t1cnol fl.mDolal procedUNo or •· 
cb1norr aa oholl 1>o roQI&1rad to _,.. -.n.a utili&&· 
t1CD ot o:dotlJ!C pl.oDt - tool taoWtioo for 6of.,.. 
pw; an. 
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h. PrOrtclo onpneorl.ng one! teelulleal oooloteneo t.o ouch 
priM ecntrac-tors, aubeontrActcrl, tnd local indUitrial 
deltnae pi"'d\M:tion a.s.sod.atJ.orw 1.1 aq requil"e tud\ 
uol.ltonC<I in order to ~lcipote in detonoo rrocluc
Uon. 

t. Pertora aueh other duties and reeponrlbt.Ut.iea u the 
e>rtieo ot ProdueUoo l'anaa;"'on t - trw. t.iao 1.0 Uat 
clot.<2'11inO, 

16? 

2. To en1\U'e unity ot poliey Md coordt.Mted aonaidvatton 
ot all relevant tac:tors involved in the tomulat.ton r.nd. execution 
ot tnduatry nonvnrston FOil'a.IM, &r:d contract distribution and sub- • 
cont.rJcUng procedures, All such Pf'Oi!J"AI!IS or procedures ahAll clear 
throu#l the Qlviaion ot Contract l>latrlbut\on. 

a. To cicl the ta.reetor in carrying out. the n.toreec1d resp-.>n
atb1ltt1ea, thoro shall be aasignod to tho Div1.11on one or more 
oCC1co:rt or the Departments ot tvar snd the flevy, rtapoct.tvoly, and 
one or 1110rt repreeent.Dtivea of the Uarltiml CocanUaton, whose duty 
lhlll be to aaatlt. u 1\e.hcn in the epeedy -"d aucceutut CII..M")'
in.t out ot the atoreaaid progn.m. 

4. There thcll be in the DiVision ot Conu-acc. Dlltribution 
,,-.o Ad'fiaory Coeait.tees con.sisti~ or repruentat1Yea to be de.stsnatecl 
~1 tho Qlreetor ot the Qlvbion llith tho r.ppr<Wal or tllo Ortieo or 
Pro4Je\lon Cena •atent.. One shall be r ep-eaent.at.lvo ot aall bu.ai.nes.s 
orc~bat.lone; and tho other ot induatrtrl, aanac•tnt, and produc
t.\on W'CiniJf'rs . The ec.ntwes shall, tr~ t.1.•e t.o t.laft, upon request 
b7 c.hc D1rector, aake r1nd11l.g$ a.-1:<1 sutait reC~rdtttons to the 
Dtrtot.cr wtth respect to p-ocurez:t.nt pt"act1cea and proet<lureSJ contract 
pla~•ent.s end diat.r1but.ion; industry convrraion problt;."'l; ronaaUon 
or locrl production a.ssocia. t.1oT'.s; suboont.rt~;cttna; •nd tor such other 
i"'Att.era 11 th& Director may require odvtce rnd uatatanco. 

S. :":tthtn the. liaits of such l\l.nds eD m.IJy bfl: modo avallable 
to tho Divhton or Contrt~ct. D1.str1but1on, the D1rootor c.ay appoint 
induatr\1\l Md production engineer~, eeon01111Dta1 o t.at1ettcte.na, and 
I'UCh t.echn1cal md other personnel as he shall doO!l necessary to 
carry out the duties assigned to the Division herein . 

e. The Director 087 establish branch otticee throushout tho 
Ordttd States end its tnritortes to carry out hh duties . There 
lhall be aasipd to cuch branch o!t1~s tuch otrie«> ~aoMel or 
ot.her repreacntatives ot the Army, llAvy, tlnited Stat.foa ~tiM 
Cocaitti on and othr. federal procurca.ent agencies •• "'"'I be requi.red 
b7 t.ha Ol.rect.or tcr 1.1.!1aon purposes. 

7, There sllall be -ii"ecl •o tllo aoin ortlco one! to ooeh 
titld otn.-:e of tbt I4.Yiaion a repl'Utntetlve or \.he lAbor D!..vition 
o! the Otttee ot 1-rodl.lction Unr.agme:nt t.o coopera1.e witb aueh ot
t1cta 1n the Labor Division 1 s ettort.l t.owArd. re•ployamt ot e
ployeea ot pl&nt.s whose produe1.ion hn been curt.liled b: priori t.ies 
end noterlal thortages. 

8 . In 1.h8 execution or the tOl"egoins dut.ill the Director ot 
tho Dlv!elon or Con~,..et Qlstrlbution ahall oon;;;it •nd eoUe'oorete 
-.tt.h the \Var Depe.rt.ent, the ;•avy Dopqrt.ment., the Unttod St.atas l.'ar1-
t.111G Commi.aaion, nnd other goverJ'I:I('Ot proouroaent aaenoios, .nich f! re 
htt"b• directed to eoopvatc with ~d establ1eh cloee lieiaon wl.th 
1\lch Dtvbton to accomplish the purpODeo or th'll ord&r . 

9, The 'Ofttonao Cotltnct Service, eatt~bliahod J)W'aucnt to Resu
lat\.on ''o, 9, July 29, 1941, at tho Office ot Production J~.rnacecmt, 
1t horeb:( abol1.ahed. "1'he duties Md r-aponalb'llt ties or aaid Det«tSe 
Contract. Sr-rvice e:re hereb; assigned to the Dirltton ot Contract 
D1.at.ribuUon. All records, rues, and pqu1pDCnt. or the Df.r~e Con
tract. Sr'rvice ah~U be trJmS terr·ed to t.be D1Yiaton ot Contract. D:btrl
but10ft, 

'liD. "llTP. IDUS8, 

Sop,_ •• 11!41. Regraded Unclassified
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PLAIN 

Shanghai vi a N. R~ 

D@t Ed St pt tm9E• 4 1 1941 

Rt o1d 8 : 29 a . m. 

SEcrEto.ry of stat E, 

Waeh1ngton, 

1221. 1 Fourth . 

ThE following Army , Navy and l<lar1nE otf1ct rs 

havE arrivEd 1n SbP.::~l81 w1tn llra!ts ~ssuEd at Tokyo 

on thE NAt i onal City Bank,in NEw York, i n, thE ~ounts 

namEd: l~jor s•ua~t 'lfood, U. S. Army $14001 • Captain 

Bankaon T, Holcomb, U, S, Mar i nE Col,'I)B $14001 LiEUtEnant . . . 
W1ll1o.m R. l'11le9n, u . s . Navy $19001 LiEut EnBJ)t Rufus 

L, T~ylor $1900 , LiEUtEnant John ~· BromlEy, U ,S ,Na~ 

$900, LiEutEnant ForrEst R. Bi ard, U, S, Navy $2260, 67, 

L!Eutr.nant FErdinand Bishop 1 U, S,Mari nE COTPB $1900, 

LiEutEnant Tholllas R, J~okiEt u. s . Navy $1900 and 

LiEUtEnant GilvEn M, Slon1m, U, S. Navy $2200. TbEBE 

officErs arE unablE to cash thEsE drafts in Shanghai 

and sincE thEY arE i n nEEd or local currEncy f or 

currEnt ExpEnsEs and trayElErs chEcks for t r avel 

pUrpOSES out Of 8J::.angha1 1 thEY rEqUEst that ·thE 

National City 

• .. 
Regraded Unclassified
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.:.a,:. 1221, fourth, from Shanghai Via N. R. 

National City Bank at Shanghai bE authorizEd, by what.:. 

ever means thE f~Ezing regulations will pErmit to cash 

tht obovE mEnt i oned drafts. I.naamuoh as scm~ or thE 

officErs arE lcavil)g Shanghai on SEptEmbEr 8 , an urgent 

rEply is rEquestEd. 

LOCKHART 

DD 
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1 ?0 

DAft& a..•mtw '• ~. I •••• 

ft1l\ tn SC~~~&tAar or .. B&A.u.r no~ .. HaULDAna. 

80~ or CIIUA. (ato ...... "-• ~te~'-.. ~ .... 
before ••Hlac.) 

'A' t11e "•••' .r JU'. ,.., ..._ n.MUa.atloa a.are ef 

Ch!. 11n h ••••UIIC tM hll...,l iiC lllto,...Uolll 

''nao hi!Z'OI, •• ef tbe eloH of 'llulin• •• •• llep•••• 1 1 

b~• appro"IM 1al111 fer lllperto late •·•It'd ef 

Ult ~ •• ,,,,.... Mtllal ..,.. .. •M HIII1Ue4 If 

~.,.,,,.. v.a. 4ell1Peo 

...... u ...... ,., •••• oppi'O ... f .... hiiCII 

~ ~ • .,.,,..,., .n..1 ..,.arua .... a. "•,ooo. • 

• 
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f 

Ia rtpl7 reftr \o 
lA 

'l'bo locroto.rp of ltah pr .. oo\o bh OOIIJillHII\1 \o 

t lot looora'blt tilt loorato.rp of tho froo Rr7 Ult tDOloHa 

fln ~op1et of a paraJihnH of \o1oii'U lo. 11117, b\ot 

lop\tahr }, 1')111 , S p.a., fro• tho Alltrlo• Ooanl.aw, 

Manila, l'biUppiM h l Uitt, \r .. a1tUIIC a -·- fro. 

JCr, A. . IC&nel W.x t or \be kcreto.rp of tho fnnv7, 

r roa Colllulato, II&Dlla, 
l o. ~7. lept .. 'bor }, 
19~1. (5 oopltt of 
J)IU'apbrue. ) 

• 

" 
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1IJIAIKJIA• or DUMA~~ ... l'fll 

J'ROIII ~- OoUIIlato, IIM1la, Plallll'JI1M le1 ... o 

D4'l'll ......... 1 1 ltQ, a ,,a, 

10,1 "' 

S fAI C JLX AQIPipii!IAL 

1'111 fOU.OVXIIO II POll !U ft&#.aURt DU.U'IUIJ! rR011 J'OX, 

roa mE Ana!IOI f# D. -.uD IUIIISII, 

All o-.11 ph~ of tM ,..,.Ml, - w be faft..no 

t or a .., "' 11p Wblell wwlA (1) 1aft1ft hut -.41t1oaUoa 

ot tlw AI•~• oroato4 liJ Uae 1oUon of 4prll ta, ... tllllo 

aYo14 •'llal'l'a•-• wlalu h -ae1oM4 'br ozt~ ehellpo, 

1 u d ( 2) u .. \lie oporaU ou of tho loa1'4 aa4 tbo Agoaq MI'O 

d1 rHU1 vUlt. fi'OOr.lll& ... t .. 1 tbaa w.ld ezht oth...too, 

!bo Ulreo aa.IOI' _, ... 1a wuu I witt &1'01 •• • ', 

lloq ......... a •'"~~&· ...... et &be peoollllUtr et 

11lflll-1aa t1-1al _. ---· .. u ou, x .-.u .,..& 

aoat of ., tho la Q!ea..,., ... 1'-- llo .. x. .. h 1a tM 

a\erl l q aroa, lt proooato a -.oolal p"'ll1... 8boalh·' 

h11 a HaoUln aliA U t t'lMilt llal'kot to O'llool'ft IJI4 wS la, 

t.,1or .. al4 l...Uatolr bftto ..... uao to --'• 

ltlldho ... Uae operaUoao of 10M ae&JC, 11114 '"" o""'tlt 

beg1a 1••41atel7 to 40ftto t1a11 u .. to _ .. u... ... 

A1l1r h ...... for pi'O~ ... 40all11C '140 r .. ulaa oooti'Ol 

ud t or eooaomo •~••• ftlo"foi'O, I otFild haft at 

leut oao oo.pot•t aal oftooUft perooa for "boap•' _. 

one tor lloA& ro ... 

• 
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1?3 

ftll .._.a.,_.,,. twa or a l''r NUd&e ... 

exptl'i__. tseeMtal- w bb tt a•., t.t• em. 

la llo .. r.,., It _. .., a _... e.1a1'7 fetr .... a ..... .. 

Do :rn k.Mw et u• ,_-I'll a r n 1• ..... .... 
u.a' ,ant-.n 111e ••• • • at .... Keel •• a. ...u.n 
~n-1-. 

..... h ... fop f.....UU... .... t: •• , .. -·\Nl ia 

Chlaa u 1' Qf&I •«17 Jlau 'llleea 1a a. PIIIU1J1Phe I*' , , 

It I WN ,..._ ... wltlll .... h., ud-'-t·· hP • •• I 

&114 Bo .. lo .. , I ewl4 lla&Ae .. aatter ~ • ,.., .. , 

Ia N1111'4 w 0. hp..._.t'• ...-tt1e ,...,..al_ 
s:r 111at4lste aa4 11&Prle4 Naeue .. aN •• hllev~~n 

1, (a) '111111 h utllll .. ..,, It tllU .-q•.U•eM' 

plea " ~· ~ ...... .,.._, aa4 Ill', 1-c. ('II) !lila 

ooaU•u w pNn41 t• tw ,....Uel • h ... at 'ea 

*!a 11a7 .. atUn. !Ills •r "* "' .. u.r .. wor • ....,_ 
n er , 1t 01 •Nl- * .... us. .r fwoelp • $ P 

bJ ~ 0..'1'111 '-* h "' 11- te n.. te •. ..... ... 
AI IIIIJ'AMit haft 'liMa--- .. , Qe Oelltnl I&IIk ~ 
tuft ,.,... w tM ..... tale ' a• .....-.... (e) !lila 

h eatht .. ...,, (4) tbl• ,,.an1utlea &. at-..u..._ 

• 4Joawlluk h~ps tenr at Dr, IMS h - .r .. .._ 
-llel"' If \1lle loS I)) h .. , .,_, ,.., U I lilaW ~ 

•uu0861. h ., ... e, 1a a Uttlea1t ... ut• •• 
be •'llanuM& tun •• ttel4 u M arnnMJ"r 

• 

• 
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.... , ... -- ... et ... la, ..... , .. .,. .... ... 
al•aUea. -..,_, ... M ·a· I I rpt .... a llR 

poaU1 .. 11 ~-"' ... ..... U .._ ....u -. ...,. 
Jola\ peUeT _. .... ~-. -..rr ~- -u lile 

aolnA. A .. u.r .. ~ err •••• .._. ._ .._..,.. la 

\lilt lou« +1 lila: D 1 R ahnf'• h NT¢ I la .. ., 11 

b7 Cbaa, Pel, MA -wMll. ~~ 11 1 nsat. 

1. (a) 1M 1 ... ls ..-& "-' * 1$1 s••'• et 1Pie 

perao.-1 et tile 0.'-.1 ._.. 1s ..aer ..U ._. •-· (-) 

lov 41ttl.-ltif h NPipbsAo ftle ... pNpM.l h .. ft.aUilJ' 

vor~ a \1'1&1. Aa l.UeaW la zr, laa\ -.llle, \1111 - ...... 

tor~ ao.r. 1s t•d~e. (e) I\ 11.,.... ._, .... 

~proprlate • ._... liiJ' U.. V.I. fNoaiJII eoau.1 11 U.'fU$ 

exohaaao tuael ~liP tile --~ leM eUa1aa\s ..,.. 

aeo4 tor~ U-alaC et Cl ••al 11e111t .-.ald\1 ... lir ._ 

All ... ,. 

a. (a) 'Bal1 1s a11 ...._.. c-) aie 1e .. u., .... .,. 

( o) ftle ...... w ph& - te lile _., .. \liP 1M -

alteraat1n1 *la .. ,.. 1.,..1tall• a_, tel ... • et ••· 

Aa I eorreet la ... .uc t~~a•. JW .,,..pe .. te __. ....... 

W.ee•u• le. M a1e111 \M 1- U•1t (e) 'fev rzr 7171 aN 

Talll. K1Uaa> &1\sftl&Uft h Mt1st .. ....,.. 

4. fMN 11 1$ r · I t la ...... te ••1 tM ..... 

bu al"IAJ \a*lM 1M ~- .... -~ .. Pel ... elee-

Wlt~ Jle&•N la ...... te all _,._.. !lrrl1 t110 tllltre ._. 

-.. ....... ...._-...,. ... u .. MA-• ............. 
b7 ~ ... et laat .... •• Ia 

• 
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a. ra en.t. , ... ....-m ••nrta .. Wla .. 

reoo• att«atlon .... r .... - ... .... r ..... ~ 
r • al't ._, tM Boac lo .. • ... .,.. ...._ la a. ~ 

bdk t llat 1a ... .-•• u, n••••U111111.a .. ....._ 

ftla ..... 11aa Jut .. ft._. • ..._. .a. •ueea1 •• 
Baat ot lew Y_.. • l ... u-. er .a. -.. of tlMo ... 

aca1a •toN& t.M epea ~•· r llaft • 1nr.-- ta 

rea-r& to t.M -. •• ..- at tlld.e u.. aa.u ...... 
u erocuc tU ._.,,.. U .., '- &alllftltlo .. 'dtt• • 

tht ltMrallf Ul•ao& ltaWI ,._ -n-& lff..UN. 

I 

" 

'fllll 11 tU ... of .......... 

• 

• 
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Secretar.r of State, 

laobiugt oa. 

62, l'wrtb. 

lll! I STLI !!&POll!. 

B.oc1d. 8 1U ..,.,, 

!bo troeoiug procedure adopted ~ Japanese 

~utborit1eo i ll Jlortb Chill& reported a eo11ploto eooaation 

ot briotlo obi poonta to all eountrioo troll Toi11ctao 

duriug .A.uguet. ExpOrter• h6Te ou.ll ot oeko oa baad 

bc\l&ht for :Britiob a11d ......,rie&ll illportero but lllilitar,r 

poreito t o ohi:p h6TO 'beell refilled. 

Loe.U price <1uot at1o:ca for brhtloo ftrt pure~ 

oollinal aa4 there were 110 tra~~oaotlono oo tar ao i.o 

knon. Dreoola;r otat1ooo in interi or ban ceuod 

oporat1o11e :pe114ing clarU'ieat1oll of oituatioll. 

So11t to tho Do:pa1'taont, repeated t o Sh&ngbai ~ 

mail to Tiontain. 

lllfi,R, 

DD 

Cow I bj I S.s-41 

-11 "''6 ..J,. ( 

• 
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1?? 
TREASURY DEPARTMENT 

INTmt-OI"'''Ca COIIINUNICAT10N 

.... .,. hphaoor llc, 1ga.1 • 

Socrotar.r Mor!fa\hau 

CONFIDENTIAL 
Kr. Coclll'u 

Rotlttorod otorllDC traaoactiou ot the raportiDC buko wro • • to1low 1 

Sold to CIOW.OI'Clel COIICII'DI 
Pucllued troa co-rola1 coooorao 

£47,000 
£24,000 

fbo Jodoral BeoorTI BaD1t of Iov loft: oo14 120,000 b rectotorecl ohr11Jrc " 
lbl J.:orlcAA bpreoo Co~. 

o,oo .arl:tt ohrlllrc ,.., acalu (CIOhd at 4,0)- 1/2, aud the re wre uo reportecl 

umtaottou. 

lho UNCUA~au free p .. o, which bao bHa (CIOtecl at .~5 for aoro tbaa a wok, 
,..,4 ott to a cloolna quotaUoa of ,ljlj()() todq. 

Ia Jov torlc, olollac qubUou for tho toroltD ourronol" lhtecl belov wro 

•• follovu 

CAD&diaa 4ollar 10-1/2'(. 4locouat 
Ar«tntiao peeo (tree) . 2372 
Brulllc allrolo (trM) ,0505 
Colnblc peoo , 5100 
lCollioc peae , 2070 
TIU111o11AII boll -z' • 2'745 
Cuban peeo l/2f. dl-t 

• 

b the uoftlclel oxc~>az~ce ...,loot l.a ,._.,pl, the ,.... b!!ld oteeq at '4-13/16,, 

?!w otorllDC-4o1lar crooo rate _.ta vcft:ecl Ollt te 4,()11, 

Thoro ..... "" cold trc .... u- cou-tecl " ' ... todq. 

fht State DepartMat fonarole4 a cable to u ropoJ'tbt; that the foUovlDC cold 
•blpae•to ~od lieu aa4e troe .A.Gatralb. for tel• to the SaD Jraooloco lClAt 11p0D 
arrhall 

t 2,092,000 ohlppo4 ht tbe c0_,.,.,.lA J1uk of .Autralta, SJII.D•7· to tbe Jodlral 
&.oor.o B&Dit of llaa Jrcolooo. 

155,000 ob1ppo4 h7 the Buk of Il'lt Bwtb Wa1oo, 174D•7• to tbe .U.rlcaa t'rwot 

---- Co~~paDJ, Sc Jr&DOloco. 

$2,2~7 .000 7otel 
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...... 

1a ~ ....... ,.._,lis-- .......... •111-l/M ... ,.,,_ ........ ~ .......... , ....... .....,,. ... ...... 
ftl frMAI7'• ... ",.... ,_ ....... ~~~-- •• • .... ...., 

.... ..,_,, MU~ ]llr&M fw , ..... •U- WI elM $ rl • JI'.J,_,. 

........ ,........,.u._ .... 

• 

t 

CONFIDENTIAL 
I ~ 

Regraded Unclassified
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p,.l\.:lC .. AL 
At:D 

~EC!!ET . 

Dear b.r . Secretary , 

1HB BRITISB EUBASSY, 

WASHIJIGTON, D. C. 

September 4th, 1941. 

I enclose here in for your 

personal a nd secret information a 

copy of the latest report received 

f r om I/Jndon on the military e1tuat1on . 

Believe me , 

Dear ~\r. Secreta ry , 

Very sincerely yours , 

The !'onourable 

enry ~:orgenthau, J r . , 

United States Tr easury , 

·:lashington, D. c. 

• 

• 
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Anot:her ~1M2 IU Utery oon'107 t.a a r r1Ye4 

111 hOOM water a . IU. 1 l.!a jeaty ' • Sub...-lna repor ta poaalbla 

!1 H on merchant n11al a p;>roa ohl na S.ngllaa1 on Auguat 18th 

aod a1nk1ng '-0 out ot oonYOJ or tl•• large aoboonare aDd 

1 ~eo:.,or between Tr 1pol1 a n4 t4ngbla1 on Auruat P.~rc1 a nd 

24Lh. l• l i)l t or Augua t 30tb/~bt tlve &wordn.n attaolced 

ftrc .. ant vuao.l ot 1, 000 ~ona w1tb torpedoa. ::'ne hi t 

o acl·veo caual nt: la~e OJt;-loaion. 

Phot a<;ra l)hio rocon .aleaal!Oe !.e pL«>.>e r l et 

.~,o .. d Schartlbora t , Onohenau a nd l'r lnoe ~en at ::.reat. 

Ti r plta a t eeiDl n;:; toward: iU el, llohoor ::ippor and !Jlt a1w 

at :<lol . Jtoln a t Trave:nun<lo. 

z. Royal Air t orco Auc;ua t ~1st - llepteober let. 

Col o- na . 03 t one or b~h oxp loalve 7 1000 1noend1er 1oa 

~roppod . Leaon 28 tone or b l eb ox~loalvo a,ooo 1noeod1• 

er1eo. 

4. S.pte.·bor let/2nd. llea rl7 50 boat';ara aent 

•a1nl y to Col ogne. One ~laolog. 

"' ' 
oo t-.o $:lO&ay a erodroaea. ..anaa r a hlt a t one aoo nu::<>roua 

t lree at a r ted at b otn. 

c. Gorma n l.lr • orce . ~opto:nber lat./ 2nd· About 

t: lrt y enemy boaborc flew over land I cl>1e r ob!octlvo 

.ynoa,<lo . Two <1oa troyed by nlrht !~btar11 . 

:>owoaatle . Sharp a tttolc on t own a nd au.rro~ 

C:l atr1cta. Two rallwa7 ata tiona l.~ L and - a 1n Lo~on

~otlan:l t ratt1o t.c;~orartly -'1vart~. L~a cau " d to 

t., f aot or 1aa. 

• 
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ll.l, D,, II,D, UIOO A, ll., !!.pte::.ber 4 , 19?1 

I, Je•terp Tb•,ter. 

~~ A group of Oercan infantry divioiont advancing north
outward from Xingiaepp tovardt Leningro.d hat captured the vUlageo of 
l!a!loha end VyeohkO)'e , a f w lllileo to the oout h of Xraonoye Selo, 

Other German forcet adTc.DCiD¢ up the r ailroad from 
z.u...,. tO\t&rdt Leningrad have rea.chod a line l'l8l"ked by the villages of 
V)lrit .- c.nd I>auahta to t he aouth of Xraanogyardoi ole .• 

l!ehi ll<l. thia front , in an area to tho north and northoaot 
o! Luae, atro!JG lluaaian forcea vhich han been encircled for oo"" o~t>¥• 

continuo t o offer ~ter.oined reaiotonce, 

'ro the east and aouthoaet of Lon1ngr84, t:>e situation 
re:>aina unchanged vi th Gercan epoarhoada holdir~& their a<.vanced yooi tiona 
near 1Yanovokoyo on the lleva rher, 'rho tovn of Shlio&Ol bur!> ia in 
~ae1an hc.ndo. 

Rueaian counter at te.cko continue on tho central front 
o.l.O"<! t~o line• Yarhevo - llosl avl - l!ryanak. 

'rhe Ger:nan drive from Oomel 8QUtheaat1·1ord made no 
cppreciablc gnins on Septenber let , a ... over, neu German bric!gehoe.da vero 
erected on the aoutboast bank of t ho Deena river, 

On the lower Dnepr river indication of the ap;>ronching 
ronoval of the German offenai ve 1e indicated 1>:r recent reporto fro:o this 
:front: Yis, 

(l) A nev Oe=an l>rid&ehoad hat boon ootabliahed to tho 
teat ot lre::umc.l';ID.&. 

(2) Tho Gercan brid&ehoad to t ho eaat of DnopropetroYok 
vao conaidorahly enlarged on s.pt om bar lot. 

Al,L: ilnaeia clail:la atfeetin air action agaillot Gercan tank• 
and planu by tho Black Sea Air Sleet, 

Geraan;r reports h~a..y air acti'fity aloQg t he lower Dnepr, 
tho Cricoc.n Peninsula and l!ryanak. 

II, \le atorn Thgato;:, 

.AJ.t.• llroot wao t~ onl;r Axio continental tcrritOl'l' attacked b:r 
the li.A.l', clur1ng last night , 

German ni&ht attacko 1ncludod llr1t1ab oaat eoaat harbora. 

III. ~· ie,atorn Thutor. 

AiL• 'rhe ates Canal area vao lll'bJected to a 'bOlll'biD!i attock. 

• 
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8! 

'""\ar' of 1\aU, 

allhllla\oa. 

IMt 

laUd • .,, ....... lMl 

Ree'4. ltaltl p ••• • ~. 

408'P, tlep\eiiiMI' t, ll14aiP\ ( IICitiOI OR) 

!be follo.UC h U.. \e:n of \be U&lo-.. aaiu ,.,... 

... ,, ..,.__., \lie oa\ua .. of Wlbloll "" alna 1a 11r 

Uli&J'U 110. saM of..._.., a t, u•lP'· 
lr1\ltb , ... .ur, ''-''' \bat. \bit acre• ... , oal7 

oonr• \be 'llroad ou\llaet aacl 1\t en011\10D 1e klna r-. 

urnd tor an la\or-'ballk &aN-D\ wb1oh le now bellll 

negot.1a\od. lie ba.,. 'been pi'OIIl .. d a oop7 of t.ble laU.,. 

agreeaent. and will forward 1\ wbea 1\ 11 reoe1Yed: 

'Agreeaeat. bet.ween \he Qowern .. nt. or \be Un1\t4 

11ngdoa or Orea\ Br1\a1n aacl Jor\hern trelan4 and \be 

Go wernaea\ of t.he Ualoa ot loY1et. tloo1allet. ~epllblloo 

oonceraia& .at.llal dol1worlee, ore41t. and .. t.bodo ot pa,...\. 

The Oal\ed J:lJI&doa or OPOa\ ir1\ala aacl Jor\hera 

Irelaad (herelur\or referred \o a• 'Us• Oonra81at. or \M 

Ul\1 \eel Ua&cloa' ) aa4 \be OonJ'11Ma\ ot \he 'Oilton or lode\ 

l oo1alle\ ~epu'bl1oe, doelrlDa \ o arran~' ror .ut.Gal clellwerlea 

and \o proY1do tor the a .. oela\ocl p.., ... ,,, bawo aareo4 ae 

fOllOWII 

Ar\lale one. 

(A) Tho eoweruea\e or u.. Ual\84 lla&do• aa4 or 

\lie 

Regraded Unclassified



, 

183 

- IJialea ot loYlft ... ,., .. , .... u.e ....... \e 

.u ......... \e .... ,,... ... •Mal tellftrlll ., 

aooU llla11 h ....-1&\ .. ltT 1pee1e1 Ue\e \e N 111 na ... 

._, .... \M '" ••'""lila pPJ'\1ee. I.U Ue\e .., 1te 

AiPlt-ht er ..Utl .. ltT ...... I-PIT\\ ltft ... \U ~ ,._ 

\ree\laa par\Lee. 

(I) Ia Ule ,.., ot eUber eoa\ne\1Tia ..,.-T .,.._._ 

\he other \ o ae\ u l\e .. ,., ill Ule pvehue el.., ,,... 

111 \hlP4 e.a\rlee ..U \raaeae\1• lllall ae\ tall wLUt.la 

\he eeope of Ulll ...,eTIIA\ . 

Art.lele two. 

Dal en e\ llerwiee .. reet 1ft wrl'lTia ullwerT of,..., 

111 aoooNuee wl\ll .&P\lele ,.. et \ble aare-\ U.ll lte 

\ekeaa 

(A) ta eaeee ..,.. ehlpTIIA\ 11 _.. ill unele e\ller 

tbu Uloee et \be Hller a\ \lie por\ ot eb\pua\1 eat (I) 

ill oaeee llbere ehlpaea\ ll ..., 1a \lie wueele fll Ule eeU.., 

a\ \he por\ ot Ueeha"'e. 

Anlele ftloee. 

(A} I'M prlee• \o lte ehuaet 1t7 \be eeller \e \llle 

Plli'P~ feP \H ..... \e N .. u....a ill .. , .... ., wl\ll 

ArUele oae ef Ulle ...,, •• , ellal1 N _,,.. • ftPU pn.P. 

llonnr, l D ••ar• \e Ule .PPlee et.., 11...U\7 La re..-n 

of wbleh \be floUT a\ et \be Wal~ llTiaMI M\'e • e111a11 

Mwe • ..,..."' wl\ll \he t.tw a\ of .., terelp ,_. 
lalM., 

.... 1 ..... at\eP \M IIIII' tep\1 .... , lJH, tile 

• 
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•$- Je, ~ ..,, .... 6, d~\ ,._ 'n'II,(8111W -) 

MLP\ leeteUp\ ...-u.e eMU .... L ......... a\ leu\ 

&I f&YOI'a-17 AI _.., .... _,. 

(I) Prie .. lllall La .. _., .... M .. lnla\ .. t . e.\. 

por\ ot •b1p••' aa4 \h tNrer 0&11 "" .-. ~\ ,.... 

1111h 1)01'\ oawar4 aM lball \lar ._. I'LPU etl lai'L\LM V 7 

por\a Uoa. 

(C) All ooa\NP\7 IMU M ..-lla4P4 La 1\wlu& .

prlo• • wb1ob are DOl l lJ •vo\74 La Ual\et 1\a ... 4ollarl 

eba ll be loa.,....ef. La\o 1\a'U.. a\ tale pft1Plal alclf.le 

ra\1 ot IZ..._. fer Ual\et 1\aMI 4oll&n La '-4• oa \M 

41.)' on mlob .-.... ,.,..., 11 .... laf.7f.. 

IPD 

• 

• 
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, • .,.. pspJ!D 

...... ..., ., ...... 
llallll..-.a. 

Hd 

.... LOIIDOI 

ll!D ID'fDaa 1, lJU 

~. ~e~~••"• •. altalpt, c•crnol two). 
All '1'1 01.1 l\'. 

!be lrU1u ~~a •• .._.., War Alike Ianraa11 Mn• 
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.. , Uae trau Del .. at1oa et Uae Va1oa et .. net ... laliat 

~-u .. 1a \lie VlUtM 11 ..... u.u .... u••• t11e 

lUIIJ'aiiOI aca1aet aal'lal aM VIII' 1'1dl If tbl ... U 

JNNbaaM 'II)' Benet •Piaa1aauo .. va&•• \lie P"••at 

., ...... ,, •f Uae lonet lblpe effeettaa U.. , ... .._. 

porteu .. ef ..u poa., 1114 all• ef pl4 Ul4 ef ... 

o\ller ...,.,, aa1. lblpe ett•uaa .. Vaup•rtauoa et 

Uae11 ..,..., Mleacs.ac te taae Ua1oa et 1onet lolhltn 

RlpuU11 u aq r... uae •• U•• lie epee« ~· 11 .. 

.,,. tu ho eoat n.et1ac p&Pt111. 

Aa!IOLI Y. 

(A) All paJIII&tl llehel& tu Ua1tlt D ..... aal. 

the Ua1oa et .. net hl1al1at lle]Nllllea fw tu ..., 

Unn .. pNnAM tor la W• ........ , .-u • .... , 
11poa Neelpt ef 114nM ._, tM uUnl'f ef till pou 

lla1 liMa 

• 
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11&1 'M• ,.._, 1a ••er11111 tun .... aauaa• 1a u. 
.... et u. ~ta•• laDk et tale hloa ~ len•• IM1a111t 

lllpUIIIllll M 'Ill 11t&ltU11ae& •• 0.. lallllt If lllllaal 
(urelaat..,. Nfei'N& k u 10. .. , .. ,,,, ,_ w. 
piiJ'POIIt Ule lallk If ...,. ...... tale ltdl lallllt It tale 

lhUo& at ll'fte' IHlalh' llepi&Wea ..U ..,., , ... ~ 

'IIJ)OII Ule ..... .., heUleal ....... tlr lttHU., 

·~··-- ......... . 
(I) ....,_., 'IIIJ tb1 OeY-Ia' ef till 11111011 

et llrtlt ... l.U.' a.p\lllllle et ealdUI lefl'b..._11 

1114•• Ule 11M Qllll"t •Nf.l' ...,.. ... ..,._., ~ 
alao 'be IIA4e 1a ••• three aollo.lf perle& thft\~Ctl the 

.. _.,, 11p •• tlae Yalu et tllelr &lllftl'lea er 1100 

lltN1.11141r 4\11'1&1 til&' pel'l.C, 

( 0) 11Mb ltlae1" ..,... .. ..., alii lte .... Ulroup 

Ule 1101111\ ae 0. ,,. ltallla, wlUI till qpNftl It 

Ulelr rllpNUYI .. .,._., .., ,_ U•• u tt• ...... 
AUIOU YI, 

ftle ueouat llball 'be 'balaM14 011 tbe 11•' Oeto'I»U 

19U and at tbe en4 or ,.,.., Ulrll 11011U11 tbeNafter, 

Aa1 41liU 'llal.aAOI llball 'be 41 .......... al ti111YII 

(A) 

• 

• 
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(A) ..... ·- _, lhl'll .......... " .. hate 

JaJI)t et .-.. Vatea et leYlet llela111Ue a.,.-.&ee ,._ 

tlle hle to till lallk et llllaa4 et IJaUe& ... ,.1 .. Uuw 

or of pl4 •• 1M Ull fti'M at ._, ..... ul ..,_ Mh 111 

\he lenll of KnCl •• all& tu Ita to hllk et \111 Vain et 

lone' 1Mlal11tla a.,.-.&IIJ II' "T .. u...,. et pla._ 

11p \1 1111!1 .--te ae tile Cleft-at If Ule valW lh .. m 

.., r.. Uae to tlal IPialfr, till lteP11JII ftl. .. el na 

plaU... 'lie ............. , .. '" .... -. .. . 

lele1 of VaUI& Ita tee 61llare to U:le JaM ot ..., ,,. 

lllall be aale at the effltlal a1Ule rete of ea ' 'II" ter 

UnUM l\eh1 611111'1 la Lo ... a oa Ule U, or eale. 

Ulleu ••berwtee .,...... "'""till 11a1111 of .. .,,,. 

ant 'be Ude lealt et till Vaioa ot leYlet Jeelalletle 

Repu'bllel eelu ot pll to till laM of ,.., eal ldlall 1M 

aaJI u Uae err le1&1 prlee ot 1011 la till Val hi Ita••• 

or Aaer11a m till u, et hle aa1 Val, .. lhtu .. u ... 

~hell be _ _.. .. late eterUac '' ,.._ ettlolel lllMla 

ret e or ed!leace tor UaitH ltetu 4oll&Pe la Loalea oa 

tll• i!q or 1a1e. 

(I) AI to to~ 1a eterUq to be pall to tM &lllat 

br the Oo••,.•• ot tu ua&hl nna1011 lr)' yq or ....... 

t o tbe Cle•ei'Miat ot .-.. Vaioa or JeTlet INlallet ...-uoe. 

Aar ll'l&lt llalaaee aau be •• \be free u~nl et 

the ltete leak of tM v.&ea or Jeftet Jeelellet ~·•· 

•~m -

• 
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Al\fiCL1 nt. 

(A) 1M teW et tM Ill\' ••• ft\ataMlal _.. 

hel'tuaAir llir *- .... ,...., ot tM VaUlt .n•••* w 
sn. Qen-at el tu Valaa at leftot leohllat 

"-""'bll u d&ll .. , ozntt Ula .- et 10,000,000 

po111141o Vbea SM te\el el \lt.e ......... ftUtaMl .. 

approuUo w aa14 10,000,000 pola!.a tM eoa, ... u .. 

paru .. d&ll .. ,.,. 1ate •pUaUou hP a tuu... 

11'141' ,. bo ...... ..... - , .............. .. 

toP \ho •- pupoou aa &l't la14 40wa 1a Wa &I eo 

aoat. 

( •) tho aaout ot odh a4Yaaoo ao u4a d&ll 

~ I'IPIJa'blo la 1\01'11 .. OP Ua1h& 1\a\01 dOllaPit 

at t~ opUoa of \1M Gan-•• at U. Va1oa ot 

IOTll\ 8oo1elht Ropl&lllhlt 1a t1YO OQ1Ial 70aPJ.7 la

l\allaoaU0 ot *lu t2ll t1••• d&ll 110 pa14 d u. 

eo4 ot \he w"' 70aP all4 \bo l ad "' \llo ... .t 

tho onon\h ,,_., ...._ ... 1a OYII'J oaoo troa \1M 

4ato on whlu \1M 114Yaaaa waa ..... 

( 0) lateran, raekDae4 la onr7 uoo ti'Oa Ule 

date on llhloh tile a4Yanoo vao aa4o, lbaU 110 Pl!l7a'ltla 

OD tho ... Wl\ ot \lt.e a4Yaa&al O\IU\aii4111Ct half 

,. .. 1"17 

-

188 
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T _ 0;1• '11)1 
r.;.c: J •. -41n· 

f ta711 OD • bii .. ~~+t ... - w lht ,, 

Ooto)er, a\ ua-
1 
"''- ~ ,.- por Ullla la etorll .. _. 

, 1 :-~ 

Uol\04 1\alol &ellara •• tbe eptloa of tbe Go.w.-. 

•••' of Ulo Ua1oa of leYlot lo.S.alh\ Repuw ... 

(D) 'lbo ooaftr aloa of e\orllaa lnw vau .. 

lbtu 4ollara t~r Ulo purpoao of oalolllaUas ~ 

DIDU lllldll' tblo Dl'tlelo lball )a OffHt at Ule 

ott1o1al a1dc1lo rdo tor ""' UaUM ltatoa .. 11 .... 

111 Lon4on oa Ulo taT oa Vhloh pq~Ma\ falh duo. 

PIUL AI\TI au&. 

!hlo .. r11aoat lball - 1ato foroo oa \llo 

4&Co of llpaW..., aad Mall .-ala 1a toroo tor \ho 

'tlbolo pol'lo4 of \he uUUaatloa of \he OJ'o41h aa4 of 

tho oftoounc of 4011ftl'lu 11114or \hh .. roaaoat. 

la v1 \Moo Wlboi'Oof \he ...Ural pot, cll&q 

aulllorlaol )r Ulolr roopoot1Yo ••••~••• tor Ula\ 

purpoeo, tw.w atpe4 \he proooa\ ..,.._, aa4 haft 

atf1x04 \hereto Ulolr ooalo. 

Doao a\ Moooow 1a l~q~lloato, Ulo lla\ooa\b 4al 

ot Aucuet, liiG, 1a Kallilb ... R~aulon, '111\b \ona 

ba•lns oqual foroo. 

189 

Oa )Obalf of \he .. ,.,,....., of \he Ual \M 11a..,_ 

of arta\ 11'1\&la aa4 lonblrlilrolaa&. (II~) a. IWfeN 

Crippa. 

Oa )ohalf of eo Go.w.-at of aM VD1oa ot leYln 

Soo.iaUe\ fteplltlloa ( IIGIIU) A. lllk.,aa•. 
PLI&R IlfrCml 'SIAIUIII. • llllWif 

• 
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September 5, 1941 

Hopkins called me at 7 o'clock last night and 
aaid he had meant to talk to me a t lunch about Ruesian 
gold. "How IIIUCh did they han? Did they han one
halt a billion?" I said nobody knew, but I would not 
be surprised it they had a billion. He wanted to know 
did I know any reason why they should not pay for their 
goods in cash. He said, "After all , England did for a 
long time.• So I said, "I don ' t know what co.mitments 
the President and you have made to Russia and unless I 
did I can't advise you.• He said, •well , we have made 
plenty, but" he said •1 doubt if we will be able to make 
t&em a straight loan on account of the opposition from 
the Hill . • 

190 
' I 

• 

Regraded Unclassified



Septeber 5, 1841 

Sir Fredertok Pbillipa oame in to oall on ae and 
uked it I bad any wggeatlona and I told hill that I 
thoudlt they ought to oheolt up on the ezpen .. ot the 
Purcliaeing lliul.on; that I thought it n.a I'UDDing too 
h1Jth , and it n.a 111 underatandinl that they han not 
laid ott &Df ot their tJil)l07111 einoe they atopd do-
ing the bUilDg· Be aaia, well, thel were atill buylnc 
$70,000,000 wora and I aald{ well, l underatood their 
p&poll •• $12 000 000 and t 11eud high. He aaid 
Lord Bea•erbrook h;A the .... ~reaaion thet I did and 
one ot the thinga he n.e going to reo-nd na that they 
aend eaaebody out to look oYer not only the Purchaeing 
Klaalon, but the Air Kleaion, their Intor.ation Bureau 
and the Britilh labeaay. · 

' 

• 

• 
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TO 

• 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

seoretar7 Morgen~aa 

B. D. llh1te 

SUbJeot: Br11:11h pre .. ol1ppinga on u. s. 

o4n Beptellber 5, 19-l 

/ 

&oonoa1o Detenaa. '!'he u. B. export l1oendnc 171h11 1 18 etr1oU7 
entoroea•, in thi opinion ot ~e Br1 Ulh IUahter ot Eoonoll1o 
Warfare, llr. Dalton. Be •de Ulie etate••' in repl7 to a quee
Uon in the Bo\lle ot oo-one. Be &leo l1eted ae helping the 
BriUIIl U&bhn their blockade ot Ge~D7. tile Pllroha .. ot 
etratepo aater1all 1n Latin A8er1oa, the tr~tdng ot Axil 
tllndt, and proolaaat1on ot a blaolt l1et. Be Rid d11ou .. 1one 
are being held 1n an ettort to coordinate the black liet ot the 
two oountr1e a. 

u.s. 811Yer Polio,. file Beoretarr'• etateMnt on the abandon
aen t or the 0.8.11\'er Pllrollaae Prograa arou .. d eoae 1ntereet 
in London lilnr o1rolee, but little appreheneion. file gene n l 
belief it that euoh a poliOJ wou 14 han 11 Ule or no etteot on 
till London aDd Boab&J •rltete, tla t in 'both tile ee oenhre, lhiP
p1ng and tr&de reetr1ot1one would continue t o 1eolate pr1oee 
t roa ouhide e\'ente. eta tee, h~e•er, 1:bat 
abandoiUient ot the •woul4 oertaiftl7 
aggrante poet-war probleae1 • 

A new depar\Mnt to " 
to hall4le 41ttr1but1oll ot 

Lend-Leue aoo4e,hat beea eet up 1n the M1111etr, ot BupplJ. 
'l'he Mininr, will work l arplJ through ex1et1ng orpnhat1ona, 
wb1oh, 1n 41etribut1ng ~e soode to ooneu.ere, will aot •• 
agenh ot the Minhtrr and not u prino1pale bu7ing tor re-eale. 

Otbe r ~01 on wh1ol1 ollpplJige ha•• been reee1Ye4 1Dolude the 
ROoenel dliaroh1ll ocm•ernt1one, tile probable 41Yere1oll ot 
war euppl1ee 1DteJded t or Br1ta1D to Ruella, ltueeia'e tuture 
PDeltlon ae a &ul'opean power, .Aaer1oan war reliet, ~e A8er1oan 
label' dtuat1oll, u.s. tcrei p uoa4e polloiee, Detenae Prol!llo
tion, u.s. bankillg eUuat1on, and tile tllreat ot r iling pr1oee 
here, 
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TO 

Plt01o4 

SubJect: 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secretary Morgenthau 

H. D. White 

193 

o•n September 5, 19~1 

British press clippings on labor, working conditione, 
etc. 

Br1ta1n 'a male labor reserve baa been virtually exhausted. 
Only 102, 000 men were registered as wholly unemployed on July 
1~ e.nd of these, almost one-third were unsuitable for industri al 
egoloyment, and the remainder were thought to be 1n the midst 
or t ranarerr1ng from one Job to another. Registered wholly un
em.,loyed women total gg , 000 on the same date. 

American 1 peo • methods being introduced to Government fac
tori es include poster anJ radio campaigns , peo talks by service 
people, departmental competition, and muaio-while-you-work con
cert a. 

A regular mobile force of dock workerg to keeo the corte 
clear 1s t o be formed . A National Dock La or Corooration is 
being set up to control all men working in the b1g ports outaid& 
the Kersey and Clyde. The men will receive appropriate rates 
when on the Job , almost $3 per week between Jobs and a week's 
vacation with cay. They must be prepared to do any work necessary 
to clear the port and to travel to other porte, if they are wanted. 
The aobece is to be financed by a 25 percent levy on employers on 
their weekly wage blll. 

Lebor cooperation to aid oroduct1on. Wlners of South Wales 
recently reversed their previ ous decieion and agreed to work a 
special Sunday night ahlft . Five hundred Liverpool dock workers, 
lnvolved in the dispute, offered to work a day without pay in 
order to prove their anxiety not to oauee a hold-up . 

Contractors must be registered to carry on business aft er 
October 1. Registration of building trades ' workers a.nd a ayatem 
or regional groucing of firma are the next Bteps eontemyl ated. 
Control of Government departments' building program i s also in 
the offing . • 

Amerio~n ferry cilote reoe1ve the equivalent of $7,700 a year 
free ot 0. k. income tax, according to a statement or a Uinieter 
or Airoraft Production. 

• 

• 
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0: 

lept .. Nr 5, 1~1 , ,05 •.•. 

I 41d ae tar •• the 'frtatUJ'1 wae oonoemtd, 
and I found out what oure wae, and - I aean 
where Cbt7 deal w1 tb ue' U taktt tbirtJ 
da7t troa tba Uae tba r1Ueh 11.,. ue an 
ol'dtr until •• set 1t, and I Juec •••• . 

Well, what do rou aean, until rou set 1tt 
Until 7ou set the •• •• • 

1.94 

Until I set - until •• set an ol'dtr ~ buJ'. 
We p1oked nineteen requ1t1 Uone at NJidoa, 
and 1 t toolt tbirtr dare troa the Uae the 
Br1Utb ea.J thtr want -•tbins until "" soc 
the sreen l1Sbt to so aheacl.. 

Well, that1 e - ltC 1 t ttl - Chat 1 t t ortJ- t1•e 
dar• quloktr than ar ohtok it. I Jutt ~olt 
nineteen oaeee

1 
too. I don 1 t ltnow wbJ Dint

teen, but that t the war I 1Ye been worltlns 
on the thing. 

Well, 1t toolt tb1rtr and Chen 1t toolt ue twel•e 
dare to bnr; bu t we're coins to out that down 
to a week, but •••.• 

Well, now, What I'd 111tt to • •••• 

..... but I underetand U take• the Arar 
D1netr da7t to buT atttr \her set • clearance. 

Well, rou oen' t ha•• an •••rae•-.... 
Yeah • 

• • • • eoae tbins• auob l onser, and eo•• take 
twentr-tour boiii'W, and \here'• a "'1'1 sood 
reaeon, obYiout17. 

Well, 414 rou ltnow WbO I had all bert rttttr
daJt 

lo, 

-
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Well , I bad 8tett1n1ua, and Ralaon, and 
llaoleaohie, and Cox, and Xounc. 

Xeah. 

Thoea are the tellowt that are handling 
thia thin&, and they're coin& to aeet 
Monday oTer in Xounc'e ottioe and they're 
coin& to g1Te ae an anawer. What I aeked 
tor wat a reYOlYlft& tund ot t1tty a1111on 
dollare ••• •• 

Yeah. 

••••• eo we oould so ahead and do buaineaa; 
and I aald, •xou t ellowa oan go ahead and 
tool aro11nd w1 th rou.r red tapa. 1 It ta.k81 
twelYe daya to &et out ot the White Bouae. 

Xeah. And then 1 t goea back - then when rou 
haYe to t r aneter troa the White Houee, that'• 
another round trip ••••• 

••••• whioh takee maybe twelYe daye or aore. 

Xeah. ·well, now, would it be poae1ble tor 
ae to look at t he war rou 1Ye got that ••••• 

eure • 

• ••• • rout1n& aheet. Whoa ahoul4 I ••e on 
thatt 

Olitt llaok. 

Olitt llaok. 

Yeah. 

Xeah. 

He'e the t allow that haa it. 

Well, would you haYe eoaeone tell hia I ' ll 
be in touoh with b1a, beoauae I'd like to 
ooae OYer and aee that beoauae w.' re do1n& 

• 
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the eaae thing and had another eeeeion 
with Judge Patterson yeeterday after noon 
and I got Oaoar oYer tor that. 

Oh. That's where you heard about it. 

Yeah. So we're doing the eame thing. 

Well, then, it must be good - I muat be 
good. 

And then an ExeoutiYe Order ••••• 

I said I must be good i t you' r e doi ng it. 

I heard you the tirat time. 

Well, God damn 1t, laugh. 

You must be marYelous. (Laughs) 

Yeah. 

All right. 

All right. 

Henry, one other thing - did Osear talk 
to you about the ExeoutiYa Or der giving 
Stett1nius t hese powera, not only tor the 
revolYing tund, but paasing on requisitions' 

Well, I suggested that. 

And did - well, di d you see what he drew up' 

No. 

I gueee he didn't have it by then. 

No, he didn't have it. 

Well, he's drawn that up, and then he is 
supposed to dratt with me, kibitzing on it, 
a little memo in support ot that tor Harry 
Hopkins tor Monday or Tuesday. 
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Good. 

Would 7ou like to ••• it, or don't 7ou 
oaret 

I tell Jou, ldd1a, it - Olitt Mack ia 
awtull7 able ••••• 

Yeah. 

19? 

• • ••• and 1t you'd work With h1a and ahov it 
to h1a, I'd appreciate 1t. 

Oka7. 

I 'll get word to Clitt Mack that he ehould 
talk tO JOU. 

fine, Henry. 

Okay. 

Your tr1end J1m Land1e 1e here. 

Give m7 regarde. 

Okay. 

Tbanlt 70U. 

Tbanlte. 

/ 

• 
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S.pt•"e• 6, 1~ 

111 4etr lfr. Pl'ttlfota 

I .. a.lAII'ac U..ltll a ..,, 

tt. _...._ ,..,..... t• - ., ... 

.. k, Dlnetor of hoM• •t. 

!bb - cln. 1• a '--k.._ 
ot the 10 4ala' .. l&J •t aa ....,. tna 

the llrltlth lWe"etbc c ... s •• 
Tova liDMnlJ, 

!lit Prt~lleat, 

!lit lbltt Btut. 
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To : Secretary l!orgenthau 

ll'l'OOI Hr. Sullivan 
September 5, 1941 

Re: Vhite Route OoAferenct Tbufe4y 
eTOpW September 4, 1941, on 
Tax Amort1.at1on Leqialat1on 

Preoent for tho 'lb1te Eouae: .Ju~ SaJN.l iDttliCe!!, llr. Ben 
CohOD ; for t he Bu.rean of the Jtwl&et: Mr. Gle4eox and l!r . Crane; 
for 0311: ::r. V~¥J>t Coy IUld llr. S1dney Shervood; for OPM: llr • .John 
L•rd 01l!r1an: for the liar Department: Lt. Col. Jdvnrd s. Greenba=, 
Doan J u:eo 1:. LIUldio, t!r • .Ja.::ea P. Baxter, e.D4 Mr. Bqard Schieftelill: 
!or tho !'ar.r Depert:oent: !!r. H. StruYe HeDitl and llr. Richard Z..le: 
tor t he Troaaury Department: llr • .John L. S'ull1van and Hr. Robert ll. 
E!cllholz. 

llr. Sullivan explained that unlet~ there t hould be a filibuster 
on the iaoue of tho t axation of incoco from communitr property, it 
100med reaoonable to expect thet tho pending tax bill vould paoo the 
Senate on the evening of September 5, 1941. Thereforo, it would be 
lgpoooi blo to incorporate in t his bill &AY ltgialative aolution 
vhlch " i sht be ~reed upon with reapect to ,..rtizaUon. 

::.r. l!tnael atated that the l:a'r,( Departmellt did not feel thoro 
vea nr-; cuch to bo gained by aubot1tllt1n41; for t he .Adviooey Co=ia
llon in the etatute either the ?ree.8'.l.r'"J ~rt::ent or a .a.ev three
!lft:l board, n eh a a bad been augsested 'to' !!r. Cohen the p.reTloue even-
1.,.;. The Departa ent felt that tho boat aolution Ullder all clrcuo
•tmctt ""' the propoaad Joint reaolution which had claared the 
l!u<!t!et Bureau in .Tul}- but had later been diaapprond by the 11-.ul&et 
Bureau at the inotance of ~:r. Coy. Tho purpoto of thit Joint reao
lut !on vaa fourfold: (1) To eliminate tho noceoaity for any cor• 
tl! ict.t ioll b;,· tho J.dYioOl"'J Com:niaslon, ( 2) to provide for nonroa
buroe~ont rosulntiona to be issued Jointly by tho War and Navy 
Departcenta with tho conourrellee of 0~(, (3) to eliminate the nocoo
a111 ot cortit,rinc ao to nonroimburoemont with roopect to contracts 
under $15,000 in ""ouot, and (4) to olilll1nato tho necuoity of cer
tlf¥1nc ao t o nonroimburoo~ont with rorpect to contracta other tbiUl 
Y\tn tho ·~ar and ll .. r,r Departments, thO l!arit\mO O .... iotiOn, .and IIUch 
o ther aconeioo at tho Protidellt ~ doo1gnato. Ur. Htnool atated 

• 
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u.at the Yu u4 BoYJ ~h ba4 anor boea clTIIl wq upl•r• 
u oa tor the ,... .. ,.. *ioh ba4 pzooopw4 Hz. Co7 \o Wi\hbu Ida 
appronl troa tldo propo.-4 loclolaUOA. Ooloaol Clner'baa owto4 
that ba •o 1A aooor4 With tho rt..,. Ol!Proooo4 'b,r tho J1aY7 :o.pon. 
aut. 

Mr. Oo7 otato4 ih&t, fror a 4oU: ""'"7 ho ba4 ba4 ra4o of 
noeot aitr oort1t1oato oaoeo ~lab. ba4 cloaro4 tho Yar Dopartront 
and wno pon41DC action by ib.o .U.Tioo17 Oou1u1en, ho ila4 boon 
4r1nn to tho concluoion ih&t U w.a Tital ib.a\ ooro 1A4opoll4ont 
o,pney cb.oclc tho collcluatono of ib.o lorTioo Deparwnb. Bo toU 
thh to bo put10\llul7 t.portut boo- of oollfliot bo-r tho 
StrT1oo D.put.lllllh1 4oo1ro to procure llllpplioo oD.17 troa thooo 
cOlOp&llhO W1 th whoa tb.o7 ila4 4o&l t 1A ib.& prot, ropr41ooo ot b.ov 
IIUcl1 Ol!PO"oior wolll4 ib.oro'b,r bo aocooo1tata4, u4 OPII'• "C•i ro \o 
proooto tubcortraotillg. 

D.an Lan41o tolt it \o bo oooorUal ih&t tho ~~roter ot 4ual 
roopono1'b111t;;r With roopoct to cort1f1oat1or bo 4oro a-, with, oo 
thot tho cortraotor wolll4 bo a'blo t o ID>ov b.ov ho otoo4 ot ib.o tiro 
hh cort raot •• nocot1ato4 with tho J.zwT or JlaYJ ProC1U'OIDOnt Otticor. 
tlrdor tho prooort ~~rater ro aaOIU'&D.oll colll4 bo pnn a t t ho tiro of 
nocoUation ot ib.o contr&c\ with ib.o rotult ib.at liNT contract. were 
btiDC rator1all7 411&704. 

tlpon boiDC aU:o4 'b7 J~ llooeJlD&Il b.ov tho Trv.ou.,. Dopartaont 
folt about a aturing roopora1b111ty for cort1t1oatoo of D.Orroirbur.._ 
aor t , Mr. lllll.UT&Il otate4 ih&t • ib.o Departrort tol\ t hot ib.o rorrol.a
bu.r ... ort roquiroaonto ot ib.o otatuto wero ur""rlcable u4 Ulopoal, 
an4 ob.oUl4 bo ropaalo4. Bo ~oto4 tho ouboti \uti or ot a ocb.oro 
oiaUar \o thot ~cb. ,., 1Acorporato4 1A tho looon4 llneJluo Jill of 
1940 U it paoao4 tho l!ouoo. fb.io 1J>TOlT04 &ll acroooort 'b,r IT0"7 ~ 
pli)'Or ooet1nc 8DOrtbat1on ih&t it woul4 D.Ot !ootro7, '-oliob., alter, 
or irp&ir ib.o tao111Uoo oo"CCIt to bo 8DOrtho4 without ib.o cOUODt 
of tho Storota.,. of Yar or II&YJ. It ib.o tupo;ror rtola tod. We ~ 
Milt ho voUl4 tortoit tho tax aartng *icb. ho i1a4 ooouro4 4llr1Dg tho 
.. ort1aat1or por1o4. 

Mr. 01Jri&ll otde4 ib.at ho •• in full aocor4 with tb.ooo Tiovo, 
that tho prooont otatuto w.a urvorlcable, u4 thot U w.o tho bot\or 
part ot wio4oa to a4aU U nov raib.or th&ll ~~~ it bo- too lato. 
ltr, Oo7 u4 Mr. Borool 1 tato4 ib.at thO)' were 1D.ol1Ao4 to look T0"7 
ft.Torab17 upor llr. 8ull1Tar'• fUC&"OtloD. llr. Oohor otato4 hie bo
l iof that thia obJootiTo coul4 be aooo.p11ob.o4 without ODID.4aort of 
the otatuto 'b,r ar &D.D.Ouno•ont liT all acoroioo corcorro4 that horo
attor llO nocoaoit7 cortifioatoo vouJ.4 bO cranto4 without &ll agreeaert 
by tho t.ppliO&Ilt rot t o t....liob., altor, 1rpair, oto. Ocno14or&blo 
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41~-' -. upHeM4 witll \lite new MI. llr, '-lUr• naMt 
tllet 1t llr. Colin'• pvJOM ._. tlllre_, \co &YOU a Ooacreeeloaal 

10~11upuoa M f..ret tlla' nola pup~• wnlt aot M aooo.p].1111M. 

DNa lola411 feU tllat till aoareu-..-t ~-· lllnl4 
bo re\ltMt 1a till •'-"'" 1f poee1'11le, l1aol M fearet till\ ttl 
,.oft!. wolll4 'be u l.art\atioa \co loa4 -tl'U\ pl'l011. llr. hlll...., 
u4 Kr. Jiclll>ols etaMt \Mir fealiac tllat \1M pre-t etaftte 11 .., 
opea iaritaUoa \co loat pl'lou, 'be-, (l) till ooa\l'U\or 11 -
corlaia W.U..r M will cet till ~lite aoarel.a'llv-t oentti
cato a.o4 therefore ~· opiaot poui\lo 4eatal of till -rU•Uoa 
tu oa'fiag _, l.aoreulac bio pl'loe, u4 (2) a nl>ooatl'Utor 11 110\ 
rlq\Ur14 tO IICilrl a IIO&reialnlzoe•eat Olrtifioa\1 'before lleiac Cftll\14 
uorUaaUon ant ou therefore 'be ret.lnu-.. 4 for b11 faoUIUu ll\'lnl 
tiloo onr ad puo th8 1aoreul4 .coot to th8 Clo~enaeat tbro~ th8 
prteo contract. Colonel GreenbaWI etate4 that If Mr. 111111 ... 1 .,.... 
cootlon hat bHn a4opte4 laot Yllr M voul4 ban 'bela hllrtlq 1a 
fa.or of It, bllt that it llicllt 'be acre coaf'lleiac o.ad Wlllttliac a\ 
thh atap. 

!here follove4 enll1414 41..,...1ioa of \1M ftl'lou eol'llUoaa 
vllioh hat oo far beea propoel4.. Jll4ce llo- aent Mr. 111111 .... 
11hat ho thou;;llt of requl.l'lac acnrel.abllr-at reclllaUoao to be 1 .. 
.,., 'bT the Yar ...,, liaYT Dlpar\aento w1 th th8 CODOIU'rll101 of th8 
'l.'roaoury. llr, SulliT&D otate4 that he colll4 110t 1.11 What Yeo to be 
&alnod by thlo ~otion, o!Doe tho ohlef 41ff1oulty of the preo ... t 
liflllll Y&l tuntauntal polic;y 41 ...... -lltl betYIII1 the ~arlou 
aconoleo concuut ...,, that tba 1l1terJectica of tba freeeury wul4 
l lrl}¥ i~OlYI ODI aore pol1c;y nnpol.at to riCOilOUI. 1\artheraore, 
aiace tba !re&1111'7 feU that .U otetute aa4l no aoaae M 414 not -
hoY tha Dopar-t couJ.4 be npoctlt \co Yl'ltl UtT reclllatioao 11J14.er It 
vllioh ae4a 111111. 

llr. C07 fiaally """"otl4 tllet all cerUf1oatlo for -rttoaUoa 
'PIU'pOt .. bl 1111l14 11r tha Yar ant lleYT ~tl 11J14.er tba oaper
~hlcn 1114 41raoticn cf OIIC, or nola other a&ellCIT •• th8 Predtn\ 
•lcbt 4 .. 1il16h. !hila, the S."tce Departaen\1 wnl4 han oollplete 
roapoaa1b111t7 for adall11etrat1on bllt broat poli07 ant tha eppl1cat1oa 
ot t hat polic;r to particular oa111 oouJ.t be controlle4 1lr 0111. fbia / 
•UCP attcn "•• tl.aally acre•' to (althouch llr. O'lri&D 414 not feel • 
OPll equipped to h&Ddle aonrel.abllraeaont cerUfloaUon) aD4 It "" t.. 
hl'II!Det tc ao41f7 U.. Joll1t ruoluUcn yhtoh hat beea propoal4 _, 
tha Yar ant l!a"7 Depo.r\uah 1J1 nola ...,...r that tha followiac o'bJeo- 11 

tiYoo wolllt be ao~lwta (l) .t.u oortlfioatao, ..Uthar uoeodQ-, 
Clo~o.--nt protacttor , or DOarel.abllre_,t, YOII14 be hou4 ei\Mr _, 
the War or kY7 ~h...,, u.. uceniV for Jo!Dt certiftoailoa 
'bT ono of the lllrnoe Dlpar\ul1to anA th8 A4Ti101'7 c-toololl wollld 
bo 111all1ate4; ( 2) nola oerUtioaUoa ""lilt be Ull4lr th8 oaperrtoloa 

. . 
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oa4 UfloUoa .t \llo -. or ..- o\llor ApaCiJ' ao \llo l'roel._, 
aiel'~ uticllaw, u 'Mt.ac ,..._.\Oo4 \llo\ \llo l'routa' walt 
uolpa\0 \lie Oftloo tor Pro<bul\loa ........ ,, u4 (ll) \llo -
rel.ella.r-11\ roqul_, WDIIl4 'be ell.8iaa\et wl\ll roopoo\ to -
t l!SCt l ....Ur tl5,000 111 _, u4 wl\ll roopoot \o 0011huh o\llor 
UWl vl\11 \llo 'fer &114 :IM7 ~Ollie, \llo ICerUlM O~ollo11, 
an4 ouch o\llor eceo1oo •• U.. l'roll4011\ alp\ Aedpa\0. 

Mr. llul.l1T&II lllqUirod wlw\llor 1t •• oloarlT wo4oro\oo4 \hat 

202 

OPN ap4 aot th! Zrta!VT WD'IIld 'be \lla acoa o;r dodpatod liT \lla 
Preol4ellt to ou.perT1oo oorUt1oaUoll. .J~ lo .. _, &114 Mr. lnadoo:o: 
otlte4 t b&t ouch •• \lle1r wo4orot&II41Jic. 

.. 
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&IIlli 'flft I 

IIIIJI'I 

8 1 

RIIJI'I 

8: 

RIIJr: 

II: 

IIIUI'I 

8: 

BMJr: 

II: 

IIIUr : 

.., ..... 5. 1~1 
10150 .. .. 

I 'n '-lkecl wUil leu COl' hoJ'II aa4 
haaCOI' laJoldq, &114 IIDaWP ChOJ'II 1e 
1011111 h11 OOIIftll Ill -UUJ PPOJIII'\J. 

IIUWI' wba" 
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laU\01' ChOJ'II 11 1011111 llil OOIINII Oft 
o-nt \J PPOPI1'1;J 1 I tlliak. Be 1&14 tllat 
he 414111 t Jmo• llllt whu llaMilll of t1aa tao\ 
thll'l 111PID 1

\ beal'1,11 1;1la1; 111 U&tl\ 11\ U 
10 O'fll' CO thl nu\ 1Ul an4 I C014 h1a I 
thoupt \ha\ ••'4 ban a hal'4 Uae 1JI \be 
loUII 1f 111 41d \hat. I th1n \llkl4 111\ll 
lenator l&rkleJ, and he ' a reall J p1ft1 \o 
'llaUll. I aakl4 h1a 1f he \hoqht U would 
be hllptlll 1f the Wh1 te lou a oall14 aDJ of 
\be flU owe up thel'l ••••• 

Uh hllh • 

•• •• • and he lAid t o wait unt11 we'd had an 
holll' or ao of debate . 

Well, he woul4n1 t • •• •• 

Wha\t 

'l'he Pr11ident won't 40 anrth1ftl. Be ' • s ot 
h11 a1nd on o\har plaeea. Yoll oan 1 t ooant 
on h1a. Be' 1 too llllaJ w1 \Ia. • • •• 

Well, 1n anr •••nU, I ' • pin& up and. .> •• 

I aean, the Pree1de~t 1 1 cot al l thla 
diiUOJII' and e'fii'Jthlftl llal 1P h11 
und. Be 1an' t 1ntal'lated 1n lbaaaa1\J 
pPOJ)II'tJo 

Well, wbat ooOIII'I'ad to •• waa thla, that 
aa \he debate deYalopa, 1f 1t aeeaa 
Deo••••l7· . .. • 
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•• •• • I'll oall JOB aa4 ~oa JOB oaa 4oo14o 
Wbetber Jou • • • •. 

'!'hat 1 o all rlpt. 

••••• whether rou want ••••• 

Woll, toraot about tbo Proo14ont. I'a aot 
•••n go1q to alk hla t o 4o 1 t. 

Woll, JOU know boot. 

Well, I'a not golq to aok the Preo14ont 
to got ln on lt, John. 

On huh. 

DoD 1 t OOWl t Oft hla. 

All right. 

Ok&J. 

Rlght. 

, 

• 
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TO 

TREASURY DEPARTMENT oo-
- ::> 

INTER OFl'lCE COMMUNICATION 

DAn Septe11ber 5, 1941 

Ferdinand Kuhn, Jr. 

Herbert llerillat 

PRESS COMMENT ON TAXES: 
SATISFJ.CTION WITH SENATE BILL 

Having won its major fights for changes in the current 

tax bill, the press has subsided into a satisfied silence. 

Sditorial comment now consists largely of generalities, point· 

ing out the urgent need of the revenue to be raised by the 

tax bill and looking ahead to even greater tax burdens which 

• 

• 

( will be necessary in the near future. 

The broader tax base continues to be the feature of 

the bill receiving moat editorial attention. is if to serve 

notice that greater demands are soon to be m&de of low income 

groups, meey commentators have pointed out that even under 

the exemptions adopted by the Senate, the vast majority of 

cit izens will pay no income tax. Furthermore, it is pointed 

out tha t only $50 millions will bo paid by new taxpayers 

brought in by the reduced exemptions . The Senate action i s 

therefore regarded as a step in the right direction, not a 

final answer to the problem of tapping small incomes in order 

to raise revenue and check inflationary tendencies. 
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cOISDWiitY Propertz 

The Senate• a laet-ainute rejection o~ the oom.unit,r

property amen~ent waa not in line with the preaa attitude on 

the question. Scattered comment indicated general approval 

(outside community-property Statea) of the amendMent. Uan1 

writers have pointed ,out the tax savings now enjoyed by reeidenta 

of community-property States and hailed the Committee propoaal 

as a proper measure to end the dhorillination against taxpayen 

in other States. 

Non-defense Expenditures 

The preea barrage against high non-defense expenditures 

baa continued throughout the course of the current tax legisla

tion. Every announcement of an increase in the public debt, 

every statement by a political leader urging reduction in non

aetense spending, has been a signal tor intensification of the 

campaign. Mr. George Beneon, president of a small lrkaneae Col

lege, baa become something of an editorial writer ' s hero for hie 

appearance before the Ways and Keane Committee with a specific 

liat of possible cute i.n appropriat ions. 

The press haa expressed great satisfaction over the Byrd • 

amendment calling for cr eation of a committee to investigate non

essential Federal expenditures. It expreaeea the hope that more 

.. 

I' 

• 
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will co•e o! thia Congreaalonal aotlon than haa ca.. o! the 

actiTit iea o! oltisena ' c~tteea and college preaidenta. 

' 

• 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

September 5, 1941 

I'E. Q,t!!HJJ> TO THE SECRETARY : 

Weekly Retort - Lease- Lend Purchases 
- 8/29 - 975/41) 

2..a..O 

~egui si tions Estimtted Cost 

• 

t,;leared by 0.? . ............. . . . ....... . ... . ......... . ... $ 200, 704, 364 .4·8 ./ 
~nitin- clearance by 0. P . !.:. • • • • • • • • • • • • • • .. • • • • • • • • • • 25, 273, 843 .75 • 

7otal PendiiU" Requisitions .. ...... .... ........... . .... $ 225,978,208. 23 

Less Requisitions for metals and textiles, 
·~e re contrac ts will be made for term per iods 

allocations required f rom O.P.M • •• • •••••• • ••••••• • $ 124, 215, 216.32 

7otal Pending Requisitions for Spot Purchases ......... $ 101, 762,991.91 

Purchases to 8/29/41 •• ••••.•••• ~ 121,939, 791 .32 
Purchases 8/29 to 9/5/41 ....... 10,156, 975.46 

Total to 9/5/41 •• ••• •• ••• • ••••• ~ 132, 096,766. 78 

Durinr t he past week the B.P.C. requested purchase of 1085 crawler 
tract?r.s fo: delivery this month. Purchasee were immedi~tely effected 
&.nd hl Pn prlority ratings furnished through the cooperation of O. P. l .•• 
&.nd the Priorities Eoard whe reby the delivery schedule will be met . 
•1e are currently purchasing against requisitions for approximately 4500 
tracto rs which are in addition to 4500 heretofore purchased. 

~~ 
or of Procurement 

l\ttacl:::.ents- 4 

• Regraded Unclassified



KE\J.)TSI-
COJ>TRACTOR • S NAI.!E TIO;iER COl- ODITY c;).JAJI'l U'Y TOfllL VIU.UE 

DA.-TPS-1056 S.R. Dresser &g. Co. U. K. Couplings ~ U 0 , 503 . 50 

DA - TPS.-1057 Palnut Co. a Lock washers 10 G'l' 421.14 

D.l-TPS-1058 Tne Blake & Johnson Co. • Special Screws 7t GT 3, 420.00 

DA-TPS-1060 Jones & Laughlin Steel Cor p. a Sheets 991,4~ 29, 049. 78 
• 2, 100, 0 66,199 .38 

DA-TPS-1030 Kennecott Sales Corp. • Copper 5, 000, 000/t 590,000.00 

DA-TPS-1062 Brass Goods llfg. Co. China Steel Cups 2, 700 N. T. 1, 890, 775.00 

DA-TPS-984 Granite City Steel Co. U. K. Tinpl ate 108, 949. 7l 

DA-TPS-985 U.S. Steel Export Co . • Tinplate 482,665.08 

DA-TPS-986 Follansbeg Steel Corp. • Tinplate 82,163. 42 

DA-TPS-987 Jones & Laughlin Steel Corp. • Tinplate 281, 288. 20 

DA-TPS-988 Youngstown Sheet & Tube Co. • 'lhplate 317, 796. 78 

DA-TP.,-1063 The Titanium Alloy V!g . Co . • Titanium Carbide l O, OSOff 8, 184. 80 

DA-TPS-1064 Inland Steel Co, • Ci~cles 4, 653, 345/f 180,997. 58 

DA-TPS-980 Weirton Steel Co. 11 Tinplate 531, 323. 65 

' 
DA-TPS-981 Vllieeling Steal Corp. • Tinplate 132,101.50 

Republic. Steel Corp . • 'li:lplate 
~ 

DA-TPS-982 183,670.08:: 

B~thlehem Steel Expor t Corp . • '!lnplate 371,095.30 
DA-TPS-983 

• Regraded Unclassified



CO• ·~·!UI.CT 
.. l Ek cO.,'TRACTOi! ' S J.A.J!: 

DA-'!PS-1070 Youngst own Sheet t.: TuLe Co . 

DA-TPS-1072 otis Steel Co. 

DA-TPS-1075 National Steel Corp. 

DJ.-'l'PS-1076 Spa.ng-Chalfa.nt, Inc. 

DJ.-TPS-1077 U. S. Steal Export Co . 

DA-TPS-1078 Youngstown Sheet & Tube Co . 

DA-TPS-1079 Empire Sheet & Tinplate Co. 

DA-TPS-1080 Bethlehem Steel Export Co. 

DA-TPS-1081 Wheeling Steel Corp . 

DA- J>S-1083 Gra.nite City Steel Co. 

DJ.-T~-1084 Anaconda Wire & Cable Co . 

DJ.-T~-1087 Newport Rolling Mill Co. 

DA-TPS-974 R.T. Greer & Co. 

DA-TPS-977 R. J . Prentiss & Co . Inc . 

DJ.-TPS-975 R. J . Prentiss & Co . Inc. 

DA-TPS-996 J . H. Williams & Co. 

Di-TPS-1034 The C~odyear Tire & Rubber 
Co. Inc. 

rtE~ISI

TIOiiER 

U. K. 

" 
• 

• 
• 

" 

" 
• 
• 

• 
• 

" 
• 

" 

" 

• 

CO. ODIT"l 

Dr= Sheets 

Drum Sheets 

DrWl Sheets 

Pipe 

• 
Pipe 

Drum Sheets 

Wire Rope 

Sheet& 

Drum Sheets 

Copper Conductor 

Drum Sheets 

Lobelia Herb 

Lobelia Herb 

Digitalis Seed 

Wrenches 

Rubber reclaimed 

,j!Al.TITY 

50.8 mi. 

50. 8 mi . 

17. 6 mi. 

67, 616f 

986,9591 

1, 460, ()()()if 

1,023, 000/f 

6, 000/f 

10, 000/f 

1,000# 

1,500 L.T. 

• 

TarAL \ ALIJE 

$ 52, 520.00 

152, 642.90 

21, 431.20 

336, 015.88 

328,413.47 

115,721. 76 

24, 883.00 

15, 324. 65 

55, 013. 67 

51,815.35 

255, 920.00 

31, 713.00 

2,100.00 

3, 950. 00 

1,050.00 

2, 430 .00~ 
rv 

226,600.00 
Regraded Unclassified



C<!.:TRACTOR' ~ A. .l!; cc. ~ OD11'Y 

DA-TPS-1007 The .:ansfield Tire ~ .<ui.ber Co. u . ... Tires and Tubes 

DA-."Pi>-1003 The Goodyear Tire G. ttubl:er Co .Inc . " Tires 

DA-TP~-927 Locomotive FireLox Co. 

DA-TPS-1006 The Firestone Tire ~ Rubber Co. 

DA-T~-1008 U.S. Rubber Export Co. Ltd. 

DA-TPS-887 Ingersoll-Rand Co . 

DA-TPS-909 A. B. Farquhar Co , Ltd. 

DA-TPS-979 H. F. Ritter & Co . Inc. 

DA-TP5-942 C&terpillar Tractor Co . 

Dl-T~-359 J . I . Case Co. 

DA-TPS-1021 The Cleveland Tractor Co . 

DA-T~-1032 Botwinik Bros. Inc . 

II 

n 

n 

11 

11 

11 

n 

• 
DA-TPS-1005 International Harvester Export Co " 

DA-TPS-1004 Allis-Chalmers ~!g . Co. " 
DA-TP~-771 International Harvester Export Co 11 

DA-TPS-1028 Brookville Locomotive Co . 

DA-T~-1029 The Fate-Roat-Heath Co. 

DA-TPS-636 

II 

n 

n 

Thel'llli.c Syphons 

Tires e.nd Tubes 

Tubes 

Air Compressors etc 

Potato Diggers 

Drills, Breast 

Tractors 

Tractors 

Tractors 

Lathe Turret 

Tractors 

Tractors 

Spare parts for tractors 

Locornoti vs s 

Locornoti ves 
Shear, gate 

300 

200 

20 

30 

lfiO 

6 

2 

1500 

36 

30 

• 

<· 
" 

T(lfAL VAU,E 

17, &bO. OO 

21, 144 .00 

14, 800 .00 

1, 721.40 

1,248.00 

26, 365.ro 

1,416.24 

4, 6ro.oo 

1, 089, 170. 00 

290,346.64 

172, 266.08 

1, 375.00 

537,139. 50 

242,053 .20 

24, 109. 60 

90, 900.00 

~ 112, 500,00 ... 
~ 13, 500.00 
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COi<'l'P.ACTCR 'S .A.1: 
ltEQLISI -
UO.!ER COd:ODITY QJJANTI 'l'Y TarAL <U JJE -

DA-TPS-1038 Dayton Stencil 1/or ks Co . U. K. Stanps, Steel 500 $ 295.00 

DA.-TP»-855 Deere & Co. • Harrows, Plons, Drills and Spreader 54,014.02 

DA.-TPS-1052 The Upson~~alton Co . • Clips, /lire Rope 18, 000 1, 821.00 

DA-TPS-1010 Caterpillar Tractor Co. • Oil Cooler Groups 30 4,392.00 

D.l- Tp0)-1055 J.!asonite Corp . • Wallboard 6, 000, 000 Sq.Ft. 232,580.00 

DA..Il'J>l:l-lOll Caterpillar Tractor Co . II Oil Cooler Groups 22 3,220. 80 

DA-TPS-991 Armstrong Bros. Tool Co. " Wrenches 5,361. 00 

DA-TPS-1059 The Abbott Ball Co. " Balls, Bearing 3, 760.92 

D.l-TPS-976 The ~eralite Sales Corp. • }fica, white 100 L.T. 7,000.00 

DA-TP::.-1027 Linde Air Products Co. • Acetylene 3,500.00 

DA-TFS-1039 Maurcie S. Dessau • Cutters 200 1,430.00 

I DA-TP::.-998 Franklin Railway Supply Co. Inc • Equipment t o be installed in 10 
locomotives 76, 250.00 

DA -'fP.:.-1066 Hoover Ball & Bearing Co. • Balls, Bett.ring 37,165.60 

DA-TP::.-1031 Blaw-Knox Co. • Ammonia Cylinders 11,000.00 

DA-TPS-1026 National Cylinder Gas Co. II Oxygen 2,400.00 

Total Purchases 8/29 to 9/5/41 •••• • •• ••• • -$ 
~ 
~ 

10, 156, 975. 46 ~ 
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