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GROUP IJEETING 

Present : 

Thompson: 

H.M.Jr : 

Thompson: 

llr . Blou~ 
J!r . !.!orr1s 
lo!r. Thompson 
J.!r . Cairns 
Mr . Haas 
llr . Bell 
Mr . Gaston 
llr . \'/hi te 
.Mr. Graves 
J:lr . Schwarz 
Mrs . Kl otz 

September 29, 1941 
10 :00 a .m. 

Several years a~o when the Procurement Divi­
sion was establ1shed, wo transferred to it 
most of the duties of our whole Printine and 
Stationer] Division. We are now proposing 
to transfer the balo.nce of the Division . It 
is a Printing Division no';,' . It is a small 
unit and can function better in Procurement 
Division. 

i'lb.ere i s it now? 

It is an independent office now. Mr. !Jack 
has a~reed to take it over and the chief of 
the D1vision recommends i t . The Bureau of 
the Budzet and the Legal Division have cleared 
it . 

t 
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Thompson : 

H. l.l . Jr : 

Thompson : 

Jl. !J.Jr : 

Sch1varz : 

h. ;;: .Jr : 

Schwarz: 

H . l.~. Jr : 

Schwarz : 

il . ~t. Jr: 

Bell : 

H.L: . Jr : 

·;n,a t is it co.lled? 

Division of Printinc. Requisitions on the 
Government Print in: Office ~o through them . 

It is O. K. 'ilith me . :'lho.t is this? 

There ar e two orde!'s . 

Incidentally, Clif !.ack did quite a job . I 
don't know whether you have gi ven it out yet, 
but he found that--

7ie did :\ive it out . It got on the wi!'e . 

Anyway, he founi ihnt on this ~cograph 
papel' the specifications were written so 
there wo.s only one company could bid fol' it, 
so he chanzed the specifications . i[ow much 
did he save? Throe hundred or- -

Three hundr ed thousand dolla!'s . 

Th!'ee hundred thou~and dollars . And he is 
lookins- into the thine surrounding it, why were 
the specifications always written so just this? 
one compru!J" could get it . . 

One company had a monopoly on the cellulose 
materia!. 

Just that one 
me . Nowadays 
three hundred 
most people . 

thin~ . I mean, it interested 
the fact that a person saves 
t housand dollars interests 
I mean outside the Treasury. 

On ou!' aluminum sales, we have got t en seven­
t een dol lars and fifty-three cents in the 
Treasury to date in receipts . 

·:lell , no17, who is responsible that the 

'~ . . 

' 
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Graves : 

H. IA.Jr: 

Graves: 

H. IJ.Jr: 

Graves: 

Bell: 

H.Y.Jr: 

Bell : 

H.1!. Jr: 

Bell: 

- 3 -

aluminum dumps are all over the country and 
they don't sell it? Is that our responsi­
bility, Harold, under Procurement? 

I so unders t ood that the Procurement Division 
was responsible for the--

Once they create--

Yes . 

Would you find out - God, the Government is 
getting terrific publicity. They have got 
these dumps all over the country. It is 
terrific. If it is up to us to move them, 
for Heaven' s sake, let Mack put some one 
man on to move the.m. We have got policemen 
guarding them, and the women have given up 
their pots and pans and there they are staring 
them in the face . 

All right. 

We have got wo1•d from the - through the Navy 
Department that the General Accountin~ Office 
has approved a plan of payroll deduct1on for 
the Navy people in the purchase of Savings 
Bonds, and I think the General Accounting 
Office gave consideration at the same time 
as to whether other Departments might not do 
it, and I think they have worked out a 
scheme that would fit 81rf Department if they 
want to do it. 

, Wonderful. 

You know we have a conference today on 
Social Security at eleven. 

Eleven o'clock? 

And the luncheon tomorrow. 

., 
" 
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H. J.l. Jr : 

Bell : 

H.H. Jr: 

Bell: 

H.M. Jr : 

i3ell : 

H.IJ . Jr: 

Bell: 

H.IJ. Jr : 

Bell: 

li . L:. Jr : 

cell : 

I! .M.Jr : 

Bell : 

h. l.i. Jr : 

- Sa -

Rieht. 

Eccles and Henderson and Ife lson will be 
here. 

Fine . 

As you noticed, the Treasury tax notes picked 
up a hundred and ninety-two million. 

liow much? 

A hundred and ninety- two million . ~ reports 
indicate about two hundred fifteen million 
up to Friday night. 

Fine . 

So that the estimates both on tax notes and 
Savings Bonds arc not going to look so bad 
after all. We probably won ' t reach them, 
but t hey \'/On' t be so bad at the end of the 
month . 

Do r.e sta.rt talking financing next Monday? 

J.;onea7, yes . 

Do you and I go to rrork? 

Yes, sir, we 1'ill be ready. 

I have got some new i deas that I passed on 
to George . 

Really? 

have you got anrthing on that , George, for me? 

"iie are working on it now, h!r . Secretary. 

4. 

• 
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H.II.Jrz 

Graves: 

H.K.Jr: 

Grana: 

H.K.Jr: 

Gravee: 

Gaston: 

H.U.Jr: 

Grana: 

R.U:.Jr: 

Graves : 

H.K.Jr: 

Graves: 

H.W.Jr: 

Gravee: 

• 

-. -. 
If rou have them, let llr. BeU..aee th• and llr. liDI'I'illflll.d JQ'&eU. Harolr, Colonel Greenbaua '"ftlled me up thla 110rnillg, and he -.ra one of thaaa juk~ ·box fallow• that I liW • in Detro! t 1a a g&Dgster. He •ntloned his nue. His naae diaa.•t ..ea familiar to ... 

Not Su.U, I hope. 

Su.ll, yea. 

S.,a ha ia a gangster? 

Yea, he la sending •• OYer all fbe facta. 1a that the fello• that c~~~~~e.e1'8? 
That 1a the f.ello• that cuae laere. 
Aren't they all? (laughter) 

Not llhen they pliJ "Air/ Bonds Todq. • 
Well, you might start - have •e got en Internal Revenue man in Detroit? 
Oh, yea. 

Get a •ire of £, .tll you, on Small? But .alt until he puts the deal across for the oov,nt17. 

You don ' t •en that? 

'ihat do you aeen? 

I aean you don ' t •en that literally? I auppoaa if he 1a a gangster •• wuld--
What do you think? 

I don't think you do mean it. 

5 
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H. U. Jr: 

Graves: 

H.M. Jr: 

Graves: 

H.li. Jr: 

Graves : 

H.M.Jr : 

Graves : 

Klotz : 

H.U. Jr: 

Bell : 

H. I!.Jr : 

- 5 -

Well, if after eight years you don' t know, 
Harold, it is too bad. We are getting •Any 
Bonds Tod.ay" played in every juke box in the 
United states. That was J1tf chief mission 
to W.chigan. Now it seems the man I am do­
ing business with, rq palsey-walsey, is a 
gangster . (Laughter} If he is, the fellow 
out there in Detroit should have llllown it . 

Yes, that is right. I am inclined to doubt 
that he is . 

Well, when the stuff comes over, I will turn 
it over to you. 

Fine. 

What else, Harold? 

You asked for a memorandum on what we had done 
on schools. 

Right. 

Three hundred thousand of them are going to 
play • Airy Bonds Today. • 

All the time? 

Whenever you put a nickel in. 

Don' t you have to punch a button? 

Oh, yes. 

We have got so Jll!lll1 machines playing it 
between eighteen and twenty times a day, but 
one song is a little bit more popular than 
ours. It is called "Blue Champagne. • 
(Laughter) You can't tell me anything about 
juke boxes and so forth and so on. I am 
with the people these days. 
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GraTea : 

H. ll. Jr: 

Gravea: 

H.J.l. Jr: 

Graves: 

H.U.Jr: 

Graves: 

Gaston : 

Gravea: 

H.ll. Jr: 

Klotz : 

H.ll.Jr : 

Graves : 

- 6 -

You raised a number of questions in the 
memorand11111 ;you sent me thh morning. 

Well, we will get around to tham. 

There is one thing that I would like to 
mention. Perhaps now is as good a time as 
any. The annual convention of the A. F. of 
L. is to begin in Seattle on the sixth of 
October and run for two weeks. The annual 
convention of the CIO is to begin in Detroit 
on lloTamber 17. It has been suggested that 
;you might speak at each of those conventions. 
Ur. Kuhn and Ur. Odegard and I thi.nk that that 
wculd be a good thing for you to do. 

Well, I don't think I am going to talk in 
October &Of more. 

The trouble there is that you could scarcel;y 
appear at either of those oonventions unless 
you are prepared to appear at both. 

When is the Seattle one? 

It begins the sixth of October and run.s for 
about two weeks . · 

That is A. F. of L. ? 

That is A. F. of L. You han spoken to 
banker s ' gather ings and advertising clubs 
an.d so on. 

Why are you so serious about it, Harold? 

This is Monday morning. 

Well, you are dropping the seed. Let it-­

We would like to know. That is, we would 
have to know pretty quick. 

7 
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H. Ll. Jr : 

Graves : 

H.Ll. Jr: 

White : 

Graves: 

H.M. Jr: 

Graves : 

\!!hi to : 

H.M.Jr: 

Graves: 

H. L!. Jr : 

Graves : 

H. JA. Jr : 

White: 

- 7 -

:·/ell, do they .want me? 

Oh, they would be very enthusiastic about hav­
ing you, but they have - as far as the A. 
F. of L. convention i s concerned , they have 
simply said t hey 1~nt someone froo the Treasury. 
There i s no question but that they would be 
overjoyed to have you- -

1'/ell, let me kind of think about it a litt.le 
bit, you see. 

Of course, it means bot h or none. 

Both or neither. 

You see, I promised r:ry son, Henry, the next 
place I talked would be Cleveland. 

He mi ght l et you off. 

1fuybe you have got some pul l with your son. 
(Laughter) 

Well, you, as a father, know what your word 
to your children means. Let me think about 
it . I won' t forget about it. 

Then these other things t hat you raised ~nth 
me, I would like to talk with you about them 
as soon as convenient to you. 

Why don't you stay after this meetin:;. 

All right . 

Supposing you stay, Harry, do Mexico? 

Well, the question is that Monteros called me 
again and said their Finance Minister is 
waiting. He is their representative up here 
who has been negotiating. They also have in 
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H.M.Jr: 

White: 

II.M. Jr: 

Bell : 

H.ll. Jr : 

\Vhite : 

H.JJ. Jr: 

Klotz: 

H.Y. Jr : 

Bell : 

mind di scussin~ hore-­

\"lha t run I to do, Harry? 

~erely say you uant the Finance Minister up 
here , and he will be up here pronto on the 
next plane . 

See how Mexican he is. He goes "pronto ." 
You su.re it isn't "maiiana"? (Laughter) . 

I thought we told t hem we wanted him. 

From south of the border. 
• 

On the agreement, there is complete agreement 
here on the agreement, ao all that is neces­
sary--

Can you sing "That South American Waf"? 

He doesn't know Carmen lliranda, 

If he doesn' t, he should. 

Well, let him come. Not manana IMfiana, but 
pronto. 

Do 70u know why he sh9uldn' t come ~el? 

No. I understood from the beginning that 70u 
wanted the Finance ~nister to come up here 
and discuss this agreement with 70u, and 70u 
two could si~ i t together. I told Collado 
th~1_and he called me last week about the 
sigrung of the agreement, and I said that 70U 
could sign it, I thought, up to noon Wednea­
d&T of this week. After that 7ou would han 
to wait until pr obabl7 the following week, 
and that you still wanted the Finance Kinister, 
there had been no change in that. 
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H.11.Jr: 

l'lhi te: 

H. 1!.Jr: 

White: 

H.J.I. Jr : 

7/hi te: 

H. Ll. Jr : 

White: 

H. ll. Jr: 

White : 

H.M. Jr : 

Vlhi te : 

• 

- 9 -

Well, does he have to bring his wife, who is 
the seventeenth daughter of a seventeenth 
son? 

1.0 

I don' t know hie w.Ue. Do you know his wife? 

She speaka 110 lll&l.iah, and I speaka no Spanish. 
She i s the seTIIileath daughter of a seven­
teenth son. She le. (Laughter) 

I take it you were going to do the business 
with the Finance J.U.nister. (Laughter) 

Well, after all, women have the vote, you 
know, and you want a well-rounded conference. 

I had better remain qu.iet. 

I f you think so, I u with you. (Laughter) 

All right, that is settled. 

That opens the quest.ion of Ecuador, which 
you asked me to see abeut. 'rhe quest ion is 
whether you want to cont.inue those discus­
sions which were held in abeyance. I don ' t 
think there is aey ruah about this. 

One Sout h American country·at a time . 

Kr. Coe is here, and will be available any 
time you wish to see him. 

Just the minute I get a breat hing spell . 

You will let him know? 
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H.ll.Jrt 

?t'hi tet 

H.lt. Jrt 

lhltet 

tl. 

- 10-

Yes. 

We have prepare~ thh memorand11111 for the 
Vioe President on the eoonoado defense 

.functions· aa.inlstered b7 the Treasurr. 
It is several paget long. I think it would 
be interesting for rou to read it . But 
the7 raised two queationa that we need JOUr 
opinion on. The7 have been cleared all 
onr, but we are all doubtful about two 
points. 

I could •ntlon thea verr brlefi7, and I 
think rou could gin a JU or no anner 
on those two pointa. 

One 11, we do a&J that the Treaaur7 has 
power to .ake Stabilisation arrangewenta 
- oh, I noticed that rour initials are not 
on this, Dan. 1 thought rou had cleared it. 
I am sorrr. I will aee that he gets it. 
I thought hie ini tiala were on it. 

Tha Treaaurr hu the power to aab stabili­
sation arrange.-nta with foreign countries, 
such as, for exa.ple, the arrangeaent with 
China can be used to achieve soH of the 
objective• of econOidc defense. Specifical17, 
tha stabilisation Fund arrangewents .., be 
utilised to render economic aid to friendlJ 
nations and to induce third nations to 
cooperate more tull7 with the UDited Statea 
in econOidc, political, and allitarr mettera. 

Now, that is a fact. But whether we want 
to state that ia aomething 

The anawer is "No". 

Then I think the answer to the second will 
likewise be "lo". 
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H.ll. Jrt 

Wbi te : 

\Thite t 

H.M.Jr t 

White : 

White : 
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"The Treasury purchases of silver from foreign 
countries as in the case of Stabilization 

1~ 

Funds are a means of helping friendly nations and 
of persuading" --

I didn' t hear you, Harry. 

"The Treasury purchases of silver from foreign 
countries as in the case of Stabilization 
Funds are a means of helping friendly nations 
and of persuading other third nations to 
cooperate with us . • 

The answer is "No" . 

Those are t he only two points about which 
there would be difficulty. We will delet e 
those and if we get Vr. Bell ' s signature, 
we will send it to you and it is quite late 
so --

I can clear it today if Bell will clear it. 

Miss Chauncey returned this question of the 
proposed Inter-American Treasury Bulletin 
and said that she wanted it raised here . 
i ll we are asking for is six thousand 
dollars which the Rockefeller Foundation 
Jaid they would give us for a preliainary 
investigation amo~~ the south American 
countries of thei willingness t o cooperate 
on an Inter-American Treasury Bulletin. 

You mean to say it is going t o cost me six 
thousand dollars to send you to Cuba? 

No, it is going to cost not us, but the Rocke­
f eller Commission six thousand dollars to 
send somebody else, and not to Cuba, but to 
South America. outside of that, you are 
correct. 
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B.Jf.ht 

elttJ 

B.Llrt 
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Schwarz : 

H.tl . Jr: 

Schwarz : 

H. \!. Jr: 

Schwarz: 

H.l.!.Jr : 

Schwarz: 

H.Y. Jr: 

Schwarz: 

H.!!. Jr : 

Gaston : 

H.M. Jr: 

'las ton : 

- 19 -

He is sending me the release , It hasn't 
arrived 1et . 

Fine. 

I have here your room numbers for the Hotel 
Stevens that the American Bankers have set 
up, and B.M. Edwards is in town today, and 
be will be glad to take out any messages 
t hat you might like. 

I will have to see him some time toda.y, 

Walker Stone of the Scripps-Howard papers 
has asked us for an auditor f rom the Treasur1 
to help them on an inforoal basis , to help 
them analyze the budget to find places where 
non-defense expendit ures can be cut. I 
don•t t hink we ought to do that, While they 
agree to do it anonymously, I t hink it would 
be a bad precedent. 

The answer is "No" , 

And press conference at !bur o'clock today? 

Yes, 

That is all, 

Schwarz and Gast on, wil l you be here at two 
thi r ty? What time are you leaving, Gaston? 

Three thirty. 

Well, I have got a meeting at two thir t y thAt 
I want you and Schwarz at, please • 

• 
Good . 

This copy of the press release just arrived . 

14 
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H.M. Jr: 

Gr aves t 

H.!A. Jr r 

Gaston: 

H . J.~ .Jr: 

Haas: 

R.M. Jr: 

Haas : 

H.l.!.Jr: 

Haas : 

H.lA.Jr: 

Haas: 

H.M. Jr : 

Haas : 

- 14 -

Let Harold see it . 

Thank you. 

And then, Herbert , you just walk out when 
it is train time , 

I will have plenty of time, 

Just walk out. 

George? 

Draper is now working on that small loan 
figure. 

Yes . I want t o follow through on that, 
I think that they can do that thing. 

You want ed to know how much --

Does he know it is f rom Yrs. Roosevelt? 

Yes. I thought I had better send that man 
over there along with that , 

I don' t think it is a hopeless case. And 
stress the fact I want to get the son a 
job. 

Fine , 

Won' t the local man get their son a job, 
see? And I would like to talk to him about 
i t , would they stress getting t he boy a 

_j ob'? 

A week or so ego you asked me to fol low 
daily these prices . 

15 
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Tea. • 
OD cotton,._eei aince ,our speech, it hes-
What is happen ng here in cotton, a new 
crop h cOIIlng. 

Wickard was Yer7 fair about it. He said 
thet 1111 speech and the new crop ha~ened to 
come on toge~, and I wiah eYer d7 that 
has been help .. on prices wo d pleaae 
read what Broo nga Institute said, and giYe 
me an anal7aie. 

All right. 
• 

The retail price hasn't shown 1D7 decline ,.t. 
Thank ,au. 

The first atop-gap rough draft of the six 
per cent profi ta tax bill which you talked 
about l ast week has been prepared. We would 
like to keep it in the safe, howeYer, and 
not show it to an7bod7 because it is just 
there in caas rou want it aa a atop-gap. 

You are coadng in to see me at two o'clock . 
Two fifteen. 

Ill'. Sullhan will be speaking tOJROrrow 
noon at the Bar iaaociation in Indianapolis 
on the inter-goYeru.ental fiscal relat1ons 
business which ,ou talked with hia about 
before . I am just reainding rou thet he ia 
going to be there. 

Did John call up? Have f OU spoken to hia? 

SeYeral times eince last Wednesda7. 

I couldn't underatand that he didn't call up. 
It seemed inhUliiD. 
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He waited until after your press conference, 
Mr . Secretary, and then called and asked 
what happened . I told hi. m What happened, 
and that is about all there is to it. 
He didn' t express any opinion at all. 

Didn't he? 

No. And then I talked to him again last 
ni~ht about this speech for toaorrow. I 
th1nk he plans, if the weather is suitable 
for flying, to be at the fight tonight also, 
so Mr. Gaston might see hi.m there, I 
don't know that he plans to be in here any 
earlier than his earlier plans, which I 
don' t quite know. 

He is supposed to report back on the sixth. 
What is he going to ao between his speech 
and the sixth? 

I haven' t the slightest idea, Kr. Secretary. 
I suppose take a vacation. 

The tax treaty with Canada which they asked 
for is scheduled - the negotiations are 
scheduled to begin in Ottawa next Uond-r 
and you asked me to help negotiate that . 
The present plan is fo r Kr. Eldon King m d 
myself to spend a good part of next week in 
Ottawa. It probably won't take more than 
three or four days . However, you did make 
the reservation that if necessary, we might 
not --

Speak to me the day you are leaving. That 
is my understanding with Harry on his trip 
to Cuba. 

All right. I will probably leave Saturday 
or Sunday, but I will speak to you at the 
end of the week .about it. 

1.7 
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The National Tax Association has its annual 
convention in st . Paul two weeks from today, 
I think Yr. Foley is speaking at it. Yr. 
Sullivan isn't going to be able to go, and 
he has asked me to attend that for him. I 
tb.lnk H is quite an important gathering. 

When is that? 

•hat is two weeks from now, 

Well, tentathe. 

Yes. 

By the way, is the man from Wisconsin in 
town, the tax man? 

Yes, sir, Ur. Groves is here and has been 
on the job, and we have been in very close 
touch with him. 

WOuldn't he have some ideas on this six 
per cent business? 

Yes, he is a very able tax economist . 

Why don't you bring him in with you at 
two fifteen? 

All right. 

And let him see that confidential draft 
before , 

All right. 

Will you? 

Surely, 

Supposing you bring him in at two fifteen . 
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You won ' t want to get him in on the Social 
Security, too, would you? 

Not at this late date, I don't think, Harry. 
I have got a particular thing I want to do . 
Bring htm in at two fifteen, will you? Tell 
him whatever we are doing is very confidential. 

Well, he is very good about that sort of 
thing. I am still trying to get a little 
vacation in between times. I enjoyed the 
three days I had last week very much, indeed. 
So I am really not back here, with your 
permission, full time, except just when 
you need me . 

You are back just for today, as far as I am 
concerned. 

That was my understanding. 

Just for today. You have had more than three 
days . 

Well, off and on I had one or two days in 
addi tion. 

No, my understanding with you is just for 
today. 

That is not quite fair. I have had more 
than three days, but only three consecutive 
il ays . 

I would like you and what i s the man's name? 

Ha~:old Groves . 

I would like you to come in and let him 
read this thing beforehand , and if you could, 
I would very much like to have him read 
everything that I have said on the Hill back 
and forth before that , too. 
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I am sure he ~ould re very glad to . 

Will you? 

Yes, indeed 

Is that all? 

That is all. 

I have nothing, Ur . Secretary, 

What is the catter? 

Well , Ed left last night end there have 
been no new developments. 

You haven't discovered any new and un­
hePrd of orations by Demosthenes, have 
you? 

No, I assume that one has been used . 

I don 't think so, 

I can only l'eport I am still trying 
to find out about things, and I just 
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want to see if I am going on a tangent 
or not. 

I have spent qui time trying 
to learn background 
of the Treasury' a • ano tb! 
whys and wherefores, ng it in with 
this six per cent thing, so that when 
I get asked aa to reaaona, I will know 
something about it . 

I ~ve just been at,dying along those linea . 

That is all right. Have ;you got in on 
the - have you hAd a chance to look in 
to our trust funds? 

I have got ·a bowing acquain'-noe with them, 
and expect to go into them further as I 
get time. 

Well , you come to the eleven o'clock 
meeting today on the Social Security. 
I thought it mi&ht be useful for you if 
you went with me to Chicago, seeing that 
they are bankers. Would ;you like to go? 

Yea, air, very muoh. 

• Well, if you will ask Fitzgerald what time -
I know I am ~oing out on tlie Baltimore and 
Ohio and cOIDlng back on the Baltimore and 
Ohio. So if ;you will find out, I think as louc as it is bankers you had better go. 
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Yea, air. 

O. K. And then George, ·as rou begin to 
prepare this stuff for me on rq next 
financing, I want Mr. Morris to be kept 
posted, you see, I mean this new idea I 
have evolved, if you will give it to Mr. 
Bell and also give it to Morris . Ydll you? 

I will be glad to . 

But you had bet ter spend as much t ime as 
1_ou can talking with George and He1117 
MUrphy, Morris, on the next financing. 

All right. 

I would like you to get in on that. Will 
you? 

One of the new eightr-three foot patrol 
boats, a aeries of them that are being 
built in Brooklyn, is here now. They are 
a little different design t hal we have had 
before, I thought you might possibly have 
a chance to loox at it in the next day or 
two. It is down here in the llllshi.ngton 
Channel. It is the f irst of the new series. 
They are about twenty-one miles an hour, 
eighty-three foot boats . 

How long will it be there? 

As long as you want but it will be here for 
a couple of dars, anyway . I planned to go 
down tomorrow and take a look at it . 

I will try to go t oo. 

All right. I will remind you tomorrow, then. 

Will you, please? 

. 
• 
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Yes . You asked about this case that I 
reported back to the Vfulte House, the 
man who was detected in tax fraud and 
was not prosecut ed. One of the OPM dol lar­
a-year men. 

Oh, yes, I wanted to lmow what happened to 
that. 

Jim RODe says that the systEIIl is that he 
takes those things up direct with the 
President and he hasn't - he will take 
this up and la will let me lmow what happens 
but he hasn' t yet done so. 

23 

The purpose of my note is, if we find that 
there is a fellow who is in trouble wit h 
the Government in OP1l what are they going 
to do about it? If they are not goin~ t o 
do anything, I want to stop my invest1gating. 
If they are just going to whitewash these 
fellows, there is no sense of our going to 
all t his trouble. 

You know what the situation is about this 
man? Back in 1937 they discovered that he 
had falsified his inventory for a previous 
year, and it was a plain, open and shut case 
of wilful deceit. 

I know, 

But the decision over there in the Bureau was 
not to prosecute 

I read it. 

lie made a compromise settlement so be has 
nothing pending nov1 but he did cheat in 1935 
and '36. 

Uhat sort of things is he the head of? 
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.~olesale hardware . 

I am just curious because if they are going 
t o let a fellow like that represent the 
Government , then what is the use of our 
making any investigations? That is the 
way I feel . 

And you asked about that other thing, that 
radio installation . Norman is taking it up 
in that 11ay and the same t hing on the 
Krasin . There are three ways we can work 
it . I have written a little memorandtml 
about it . 

.... ..... , 

There are three ways tha~ we can work. One 
is Lend-Lease, which isn t so good. Another 
is special president ial fund . We are sending 
a letter over today on special presidential 
fund . At t he same t ime I had them pr epare 
a r equest for an approvriation to be 
inserted in this defic1ency bill which ue 
might try if the other doesn ' t work. Of 
course, we would have to lay the whole deal 
out before Congress if we go through the 
Appropriations . 

\'lelli the best way would be - how much is 
invo ved? 

\~e don' t knou. They would like to ask for a 
hundred thousand, just as a guess . But it 
mAY run less than that or it mA'J run three 
hundred thousand. 

\'lell, ne have got to repair it, that is all 
there is to it . The President kJ!OloS about it. 

I think that is t he safest way because I 
think you will get a lmock down and drag out 
debate up there on the Hill if you don't . 

' 
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All right. 

You asked about the plane at New Hackensack. 

Yes. 

Well, the explanation is that the passenger 
was Kessler, who is our chief engineer on 
airplane design and so on. He went up. 
He was in New York and he had the boys take 
him up to New Hackensack to ride back to 
Washington and they say that this is not a -
this is not - I forget what kh d of an 
airp.or:t it is. It isn't an airport that 
requires cacmunications. 

"Did not establish communication with New 
Hackensack radio. No radio communication 
was received from New Hackensack radio. 
Pilot estimated time of arrival of your 
plane and landed in New Hackensack about 
five minutes after your plane. New Hacken­
sack field is not a radio controlled ai~ort 
and radio communication is not required. 

That is his story. 

Herbert, all that is true. It is like saying, 
well, green lights don't W·>rk after twelve 
o'clock so I don't have to be careful • . But 
I have never been in a Coast Guard plane 
that I have gone into a place where there is 
a radio that they don't call in and sa1, "I 
am coming in· in five minutes, or ten m1nutes, 
and is it all right for me to come in?" 

There is a school there where they fly these 
J?lanes around and for that man to come in, 
JUst because the regulations said he didn 't 
have to ask --

It is Fossible to communicate, is it, with 
that f1eld? 
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Oh, .. al~· ao. !hat b the poiDt. 

It 11.71 the lhlp au not llt&bl11h oc.mm1-
oat1on with lin Baokmeaok raalo or no nalo 
oCP!!Imloatlon ftl reoe1Ted. 

How oould thq, if he alan 1 t a ale? 

I don 1 t know whether that uau that hi tl'ild 
to 11t&bl1lh it ana tailed. It 11.71 no 
nalo c:cmmnloatlan •• NOeiTid traa In 
Baokllll&ok. 

ot oourae not. It hi 41cln1 t aq - v plane 
etarta tel !dnf ten lliDutea betol'e, "' • 
oCJiing 1n 1D en ml.nut11, niDe 111Dut11, or 
the minutia. • The plaoe 11 tull ot th111 
little tllner plan••· 

Do JOU ant ma to aak whither hi attephil. 
to eatabllah a naio o01111unloati on'l 

Yea. '. 
fbi• is not ol l&l'. 

.lnd also tha taot that hi lancled tin aimat11 
attenard, - I t hink 11 iDOOI'I'IOt. I th1Dk 
it •• le11 than tfaat. I uan, he ome 
l'iat 1n on our tall. !hilT han got thh 
11 ftle aohool and the planes &1'1 there. I 
think he •• OTII' the field betore n were. 
low, 1! hi had phoned iD, JOU ••!.t •ean I 
ICIII m?• thq would han Kid, '110 keep 
ott, • that 'a7 plane •• oaaing iD, 1keep ott•. 

Well, I th.ink he knn that. That h, hi 
knn the time ot arr1Tal ot JOUI' plane. 
1Jam1 t he watching JOUI' plene? 

'ftlat I don 1 t know. But Herbert, thla hu 
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• 

raalo and it baa eve!71;hing. The 111&11 baa 
raalo. A oard\U. pilot woiil.d use it llld 
eq, •11 it olll.l' for me to ose in?• They 
han get those W.111doue graders running 
right acro111 tha~ thing. It il under 
repur. 

There was an operator on dut)' there, wasn't 
there? 

Oh, twenty.four hours. 

Do they have tw111t7-four hour eemce? 

They have got the same sort of equipunt 
that they have on the thing on account of 
it being the field that the President'• 
m.eSBengers use. It has get c0111plete raalo 
service, twenty-four hours. 

EY111 though it is not lilted as a controlled 
field? 

That I don ' t know. Theil trucks go through 
there llld there might just as well have 
been a truck crossing or a little plane or ... 
Now, the fellow •• over the field before 
I was, I am prettr sure, and th111 he clucked 
out to m.a.ke r oom for me. Was that Burke -
not Buri:e, what was that, the fellow in 
charge in New York? The pilot? 

This aeesage do11 not inaloate who it was. 
It probe.blr was not. 
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Vlell, anyway, my example just because the 
green light stopped working after midnignt 
on the corners doesn't mean that a fellow 
shouldn' t watch his corners when he crossed. 

No, if he could cOIII!Iunicate with that field, 
he certainly should have. 

And he could. bk if he has enr been 
in to that field before, because i~ he 
has, ha would know that thq han the 
latest radio telephone equipment in 
America there . They have got everything 
the last word because it is the field 
that the War and Navy Department use . 

I will follow that up a little more. 

We had some hurricane damage last week 
on the Texas coait at Galveston. A 
radio beacon tower was destroyed. 

A lifeboat station was destroyed near 
Galveston; two of them, in fact . \7e 
had two patrol boats driven ashore . 

!11 right. 

O.K., that is all, Herbert? 

That is all. 

28 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

oAn Sept . 29 , 1941 

To Secretary Morgenthau 

•RoN H . D. Villi to 

Subject: Arg entine Loans 

Press dispat ches indicate that the present attempt of 
the Argentine Government t o ge t Con3ress1onal approval for 
the U. s . l oans was at le ast t emporarily frustrated again 
yesterday (September 24) as the r esul t of a poli t i cal tangle 
that may be connected with the aborti ve insurrec t ion of 
Argentina' s air corps personnel. 

Radicals in the Chamber of Deputies apparently refused 
to llDorove the u. s . loans without assurances !'ro.'ll the 
Cas tlilo Administration respecting t he for t hcomins Dec~~her 
elections in Buenos Aires Province. The Hat1o:1al Democrats 
(conservatives - Castillo's party) thereupon walked out of 
the Chamber of Deputies . Whether the action of the Radicals 
was cotmected with Castillo ' s accusation that some of the 
insurrect i onists were Radicals is not c l ear . 

Regraded Unclassified



-
ASSISTAHT SlCR£TAIIY OF THE TREASURY 

September 29, 1941. 

TO: Secretarr Korgenth&u 
FR(J(: )(r. Guton 

(1) Jia Rowe at the lhite Ho111e 
hae agreed to in!ona ae llh&t action 
h taken with respect to Williaa .l. 
Parker, the Ol'K appo1ntee who wa1 
detected in a tax fraud but not 
prosecuted. i pproTal or diaapproTal 
of these appolntaent• ia b7 the Presi­
dent peraonall7 and Rowe will tell him 
the aubatance of our memorand\111. 

(2) !oru.n Thompaon 1a aaklng appli­
cation for en allocation from the 
President's sr.eial Funa in an amount 
neceasarr to alte oa.re of the Brd• 
Park radio installation. 

--
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HMJr: Bello. 

W1ll1aa H. 
McReynolde: Good morning, air. 

September 29, 1941 
10:4o a.m. 

BMJr: I'm honored, General, I'• honored. 

Me: Well, I'm honored that you 're aYa1lable, e1r. 

31 

HMJr: I'• al-:r• uailable. Ealiut man i n Waeh1ngton 
to get. 

Me: 

HMJr: 

Me: 

HMJr: 

Mo: 

HMJr: 

Me: 

HMJr: 

Me: 

BMJr: 

Yeah. Except when there are tort:r people in 
your ott1ee, which ie ueuall:r true when I get 
oYer there. Lieten, the General Motor• people 
who run th1e ahow, you know, that they ha.d 
down on the lot a tew yeara ago •••.• 

Yeah. 

• •.•. are starting a new one. They 1 Ye got a 
lot ot good atutt in it. They ' re i n here -
Charlie Lewis, who'a the daddy ot it- in 
hera talking to me about whether you tolke 
wouldn't like to ·run a etaap booth and bond 
ealea booth to be run by the poet ottlcea 
11111 the yarioue people at place• where they go 
in connection with that, air. 

I wrote them to that ettect. 

Oh, :rou did' 

I wrote to the tallow 1n - the Yice-preeidant 
in charge ot promotion ..•.• 

Uh huh. 

Bello. 

Yea • 

•••• • asking them whether they wouldn't do 
that. 
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Well, he - Charlie la - I guess lt hasn't 
gotten a round to hlm yet. Well, he's the one 
tha t handles the ahow and runs lt, and he' a 
here ln my ottlce and 1 8 very anxious to work 
something or that kind out. 

\;en, have you a'ter heard or Major-General 
Harold Gravee' 

Oh, yeah . I tr1e4 - I called tor you and then 
I celled tor h1• an4 they ea1d you had him in 
your ottice, and I thought I'd just tell you 
exactly •. .•• 

32 

Ot course, Gr aves 18 a l ways buey. He's sitting 
right across the way !rom me. 

Yes. Well. . . . • 

You send hl m over to eee the Major-General. 

Yeah. I'll send him right over. 

Okay. 

Okay. 

Good-bye. 

Thank you. 
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Septaber 29, 1941 
ll:lO a.a. 

RE SOCIAL SECURITY 

Pre11nt: 

H.M.Jr : 

Bell: 

H.I.I.Jr: 

Bell: 

Kr. Brown 
Yr. Currie 
lfr. Blouldl 
llr. Uorrfs 
Yr. Bell 
Yr. Haas 
Yr. White 

Well , Dan, for BeaTen' s sake, tell me 
what I am to sa1 because at Cabinet Paul 
l!c:Nutt has been writing the President for 
a two hour oonferenoe. I think he is 
going to get it . Doea the Treasucy know 
'llhich wa1 'it is going? 

Well , I am not so sure whether it does or 
not. 

Well, I don't, on this . 

Well , it seems to me that this ia a prettr 
big program. Whether this is the time to 
do it or not I don't know but I supsse it 
is as good a time as aey. The one · 
that worries me, I think, most - he wo d 
say two t hinge . 

First, I am not sure that the7 know where 
this is leading us in the future or whether 
or not it is going to pay for itself. That 
is on the unamployment, on the insurance 
end, the old age end. But on the di rect 
assistance end it worries me a little to 
start that scheme at t his time and just up 

33 
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the budget and it is samething that you 
will nenr get out and in the .f\lture you 
will increase it aubstantiall7 and 70u 
will probt.b!T han WP.A. and enrything else 
to boot. 

Well, 1».1 I just interrupt? There is one 
thing interesting. I said to Paul MCNutt 
"If 70u don't mind m:r saying it, the trouble 
with rou fellows is, you haven't given 
the £ seal aspect of this thins ~ consider­
ation,• He says, "You are rignt", which 
interested me, He says, "You are right. We 
haven' t", which ia encouraging. 

Well, now, lltaqer doesn't want to 
amphasi1e the fiscal aide of this at all 
in going to Congress . They want to put it 
on a strictly Social Security basis, 

He can' t get aW&T from it, whether he likes 
it or not. 

r think most of us feel just the other way. 
We think the President at least - we don't 
care what the Board does in its report -
but the President in sendi.ng it up with a 
message really ought to have strongly 
emphasized the fiscal needs at this time, 

Yea, Well here is the point, I have 
traveled this far. I am ready to go along 
with increased unemployment insurance . Now, 
just what does that mean in terma of 
percentage? fntat have you got to do? 

Well --

Vfuat do they want to do, increase it tram 
what to what? 

They want to lengthen the benefit period and 

34. 
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shorten the >rai tinr; peri od and t l:ey mmt it 
Federalized, 

That Federalized busi r.ess, I haven't st udied 
t hat . I don't know what that means . 

That in the long run will save in that t ho 
reserves will be available for unemployment 
in any area of t ho country, 17hereas nor; 
Tie are building up pockets of reserve t hat 
are useless in one state or against another. 

Have you met i:r. !!orris, Professor Brom? 

Yes . 

So that it is more economical in the long 
run . You get your dollars worth more to 
have a central reserve available for any 
heavy lay-off area , 

I think t he moat of us in the Treasury are 
definitel y in favor of Federalizing the 
unemployment insurance . 

iiho isn't? 

I don't know but I was talking about 
Treasury only. 

There will be certain members of Congress 
who rrill be definitely against it . 

I don 1 t knorr, but I take it the Senator 
from Arkansas ,·;ould be opposed to it. l'olhat? 
I mean, t he poor states , 

·;/ell, they may be helped by it . 

The poor states will like i t , 

. 
• i 
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Politicians won 't like it . 

\\'here will New York be? 

That depends on what Vlill happen to them 
after the defense program and if they are 
scared at all as to the drains on their 
funds in their state, like Michigan, t hey 
intend t o cane along because they will be 
part of the over-all insurance scheme , 

The politicians might be against it 
because it takes eane of these state 
appointments out of their hands. 

For instance, the appropriation bill for 
the Social Security Board gave them the 
right to spend the money in direct admi nis­
~ion under some circumstances in the 
states. The Senate Fi.nanoe and Ways and 
Means Committee members were up in arms 
about that because they, in all legislation 
heretofore, have tried to protect the 
state control over unemployment compensation . 
I think sane resistance will certaiilly 
be met there , 

The people in Social Security feel that 
that is, and t hey have felt for some tine, 
one of the most essential reforms . 

I think so. 

In the whole Security program, the Federal­
ization of unemployment insurance , 

Both the C.I .O, and A.F. of L. are on 
record as favoring it. 

How about the juke box operators? 

That I haven ' t gone into . 
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It is very important. 

I knov it is. I am sorry, I slipped on 
it. (Laughter) . 

In answer to your question, they proposed 
a one percent increase in the tax for 
that purpose . 

One percent? 

It gees from three to four . 

How is that paid now, how much - fifty-fifty, 
is it? 

It is now all paid by the employer. 

Except i n a few states . 

It is all paid by the .. ployer? 

Yes . 

• 

Ther e are about five or six states that 
have employee contributions, but that is 
entirely a state action. 

It 1a all ' peid by the employer? 

37 

That n.s partly due to the faot that quite an 
employer group were willing to go along on that 
on account of merit rating. They were hoping 
that if they pai d this three, as merit 
rating took effect thef would drop down to 
two or one. 

Vlhich is what is happening. 

I don't understand. 

There n.a an idea developing in Wisconsin that 
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you could cure e. lot of t his un~loyment 
if the mnployer ~ould really stab1lize 
and t he way to get an incentive 1-:as to 
charge them three percent in the first 
i nstance, then i f he stabilized, he would 
get a lower rate . I know practi cally 
all students of sooial insurance are against 
that because it tends to lower standards 
in the whole systeo. A good D&DY of the 
people --

'.'ihat do you ·;all it, the merit? 

~erit ratin&. Experience rating is 
another word for 1t . 

The employer doesn' t have any unemployment 
or very little unem~loyment -- if he 
doesn't, they cut his tax rate. 

·.:ell, now, t hey increase it from three to 
four on the employer . 

They propose an over-all scheme, an over-all 
system in which the t otal tax r.ould be 
increased froo five to ten and r:hereas nor. 
the eonloyer pays four and the enpl oyee 
pays one, they nine up r:ith the eo?lo::;er 
payin& five anC. t he 11orker paying five . 

Oh --

That includes old age. 

· .. hlch nould !:lean that in effect this 
addi t i onal one peroent for unemployment 
insunnce 11ould be on the worker instead 
of the et~~loyor , althour;h they might not 
so recogn1ze it in the law. 

Well, I have just got to r;o step by step . I 

• 
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mean, let' s say we - for the moment we 
l'lill say vre are for increasing the unem­
ployment insurance by one percent, vmich, 
as I remember it, would bring in to the 
Treasury five or six hundred mill ion 
dollars more, Tlhat is that figure? 

No, I don't think it is that much, is it , 
Roy? 

Well, Iii th t he extended covera~e and 
somewhat an improvement in bus~ness 
conditions t hey expected seven hundred 
million dollars more . 

Just from that one percent ? 

No , 

Yes . 

I thought we went over - in taking out business 
improvement I thought it came back to five 
hundred million dollars . 

That is quite true if you take out business 
improvement. 

That is what you told me the last time we 
met. Taking out the normal increase would 
come anyway - by increasing it one l'ercent 
would mean five or six hundred mill1on. 

One percent wouldn't do it but that plus 
the extended coverage is expected to do it . 

That is right . How what is the ext ended 
coverage? 

They propose to extend the coverage . Their 

' 
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statement is a little vague . Thei 
propose to extend it to all employees 
except Government employees and agricult­
ural worker s and domestic servants . 
That means not a very broad extension 
of cover age . But they intend also to 
cut down the waiting period !or workers 
that are covered. That is not on the tax 
side. 

Who were t hey going to extend it to, ~in? 

They were vare in their statement and I em 
not sure jus what groups would be involved 
there . Are you sure what croups they would 
have? 

One group is the less than eight . The law 
as it now stands covers only eight or more 
emplofees by a given employer. Some states 
have ~t four or more . But the idea would 
be to have the Federal law go down to one 
or more, just like old age insurance. That 
would add a considerable number to coverage. 

About three million, they expect. 

Going down to one? 

One or more employees by a ~iven employer. 
You see, when the act was f~rst passed they 
thought the administrative problems \iould 
be so much greater on those small employers, 
rut they are finding in the case of old age 
insurance that they can cover them pretty 
well . 

Ylho would be excluded - what workers would be 

110 

If you get down to one who would be excluded. 

It would be a category exclusion . That is, 
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if they cut out domestic servants ~r 
fa~ labor1 but in any industry normally 
covered, they go dovm to one . 

I understood from Roy that they were going 
to include servants and agricultural 
workers . 

Ho, exclude them. Everybody except those. 

I see . 

Well now, let me 8e8 . As I understand it, 
they are going to take eve17body whan 
they say one or more; that ~s everybody. 

In the covered industries . 

Vfuat about agriculture? 

I t is my understanding that they still 
want to exclude farmer labor and domestics 
under unemployment insurance but cover 
them under old age and disabili ty insurance. 

But \Ve are only talking about une~:tployment . 
They are going to exclude them on that? 

That is my understanding. 

Han about domestic servants? 

It is my understanding that they 11ould 
exclude them. That is a difficult administ­
rative problem. 

... i 

It still means that I wouldn ' t have to pay 
any unemployment insurance . They take mighty 
good care of us farmers up on the Ifill, 
don't they? 

'i'hey expect you to hire them all t he year 
round, 1n good ti.mes and bad. 
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\"/ell, let me ju:;t sa;; this . ~ oean, Dan , 
put down as nuober one that ne till go al ong, 
shall we say, .with the increasi ng of the 
unempl oyment 1nsuranco , 

And the Federalization, 

And that. Do we want to do much more than 
that at this time'l 

Old age. 

Sir, I think it is an extremely critical time 
to broaden the Social Security program generally. 

I know, I wrote that letter which was 
written for oe, I wrote a beautiful letter , 
But I have got to go in there - I mean, 
lliss Perkins and Paul UcNutt are just going 
to be on me with - I mean, I will be the 
whipping boy in that oeeting , It will be a 
beautiful time . 

Mr. Secretary, what I would say --

Are you going to that meeting with anybody? 

No, sir, 

Will you go as my assistant? 

I will be glad to, sir. 

I would like you to go. 

The point I was going to msko was thet in 
any expansion of Social Security it should be 
on the basis of a - what can be done as a 
permanent proposition. That is, the fiscal 
side of it must be considered as a continuing 
cost and not merely as intake at thi s time . 

1'/ell, does the ol d age Tlork to the Treasury's 
benefit? 

. 
• 

Regraded Unclassified



flro v.n : 

Blough: 

Brown : 

White : 

H.!.!. Jr: 

Prown : 

H.'.'.Jr: 

Brown : 

H.t! . Jr: 

Brown: 

White r 

- 11 -

Yes, sir, to put it this way, to the extent 
that you have the i ntake from the people 
now under sixt y-five being considerably 
larfer than those over sixty- fi ve -I 
don t know what the figures are, Roy. 

You mean the expansion of coverage? 

Yes. 

There is a net acquisition, 

Just to interrupt for one minute to keep 
from getting too serious, the funny thing 
which happened, which nobody can explain, 
the National Townsend Club - I think that 
is what they call them, they are all writi ng 
in for copies of my boston speech. ~~n 
I say "all", grent numbers of the Townsend 
Club want copies of my Boston speech, and 
nobody can understand why. I sn' t that 
amazing? 

Well , they want expansion of Social Security 
their way, which would be an extremely costly 
way. 

43 

You think it is what I ~aid on Social Security 
that they want? 

Yes. 

I was hoping they were interested in the cos t 
of living. (Laughter) . 

Those fellows are only interested in one 
thing. 

They are, but they don' t need the speech for 
that, They sti ll have to buy, 

•II 
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Well, again, give me what is the old age 
t hing now. Just what happens now? 

Well, the old age now is limited to 
these things, to the protection of persons 
over sixty- five by annuity. 

Over sixty- five? 

44 

Over sixty- five . That is, includi ng the 
man himself, his wife, if she is over sixty­
fi ve, his widow, when she becomes si xty­
five long after his death. Then a very 
small outlay with dependent parents that 
doesn' t amount to much. Now, 'llbat they 
suggest is first, that women be brought 
down t o sixty, because the usual thing is 
that a man's wife is younger than himself. 
It covers up a blind spot where there are 
a lot of wives who go two or three years 
after thei r husbands go on annuity befo re 
they can go on annuity. 

Then ther e is the protection of the permanent 
and totally disabled that was recommended 
by the Advisory Council two or three years 
ago with the question on timing. There was 
a split on timing. But I think the whole 
Council and others felt that it was due 
in time. 

Then there is additional coverage? 

Yes, sir. 

Do you have an estimate of What that would 
br ing in, net? 

1942, they claim three billion two over 
payments. 
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You have got t o go a little slower with me. 
How is it set up and who makes the 
contributions the way i t is now? 

~ell , as it is now, it is one and one. 
One from the employer, one from the 
employee . 

One and one. 

And you remember it was due to go up in ' 40. 
That was held back. It is now to go up in 
'43 to two and two, two from the employer 
and two from the employee . 

In '40? 

January 1, '43. Now, the benefits they 
propose additional ~o the present are, 
first, the ~nnanent and the total disabili ty 
feature thnt was considered back two years 
ago . There was a recommendation in prin­
ciple from the Advisory Council and most 
people favored it in principle. It was a 
question of timing. Personill.ly, it seems 
t o me an appropriate time to make that 
addition. Now, the reduction of the 
r etirement age for women is a thing which 
experience has shown to be necessary. 

It is how much now, the tax? 

The tax is one and one. 

45 

And you are proposing to make it two and two? 

Their suggestion is to bring that up to next 
January. 

In other words, advance it a year. 

Yes . 
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And reduce women ' s age from sixty-fi ve to 
sixty'? 

To sixty, and add various classes like 
agricultural labor, domest ics , non-profits, 
and so on. 

Let 's see. l'ight now the employer for 
unemployment --

Pays three . 

Pays three. 

Yes . 

And they are suggesting an increase of 
one? 

Yes . 

And t hen for old age we are suggesting -
he is paying now? 

Jumping to two and hoo, two on the employer 

He is paying two now? 

One now. It would be a jump to two. 

He is paying one now? 

Yes . 

And we are suggesting an increase of - -

One to two. 

One plus one . 

Now, however, they are makine t hei r recommen­
dation as an over-all set of percentages . 
That is sort of breaking it down a bit arti ­
ficially . 

. 
• 
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Well, I just wan ted - an employee on 
unemployment is paying --

Nothing, in most Htates . 

Zero . And on old age he is paying 

One now. 

And it is suggested that he pay --

Two. That is breaking it apart . They, 
however, have it bundled together in a 
five and fi ve, but you include certain other 
things . 

But if you stopped right there, i t would be 
as six .to two . 

Yes, six to two . 

Unless you add on that additi onal one per 
cent of unemployment insurance to the employee 
instead of t he employer. 

It would be five to three then. 

Which you would certainly have to do if the 
five - five is going to come out, 

Is that in the wor·ks? 

It can be put in the works . It is rather 
di fficult , as Brown says , to break it down, 
because they have got it all in one bundle, 
five - five , covering a whole lot of things. 

They 11ant an insurance system the t throws 
ever•ything into one pot, fi ve per cent 
from the employer and fi ve per cent from 
the employee, We are t rying to break the 
pot down, you might say. 
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but i t does mean that up to date the employer 
has paid four . 

•hat is right . 

And under this new scheme he will pay one 
more . Under the old Jcheme the wage earner 
pays only one. Under the new scheme he will 
go from one to five . 

You mean for the whole works? 

Yes . 

If you com'timthem. 

That is pretty tough. 

It is a very big increase. You have got to 
be a little bit self interested in this thing. 
If you go to the employee f rom one to five 
and then come along and w; you want to set 
aside some of his things for savings, will 
this take - will this r eplace our volunteer 
payroll deduction plan? 

One --

He is paying four per cent more out of his 
wages t han he did before . 

One way it could he done i s to add the extra 
one on the employee . 'l'hat makes unemployment 
insurance three and one, giving the emploree, 
however, a lot lon~er protection when he 1s 
unemployed . Then nave t he old age insurance 
two and two, two on the employer, t~o on the 
employee. That makes the over-all five and 
tlu•ee . 

Now, wait a minute . I have got old age 
two and two, 

• • 
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but i t r.oes mean that up to da te the employer bas paid four . 

•hat is right . 

And under this new scheme he will pay one mo J•e , Under the old JCheme the wa•·e earner pays only one. Under the new sche~e he will go from one to fi ve . 

You mean for the whol e norks? 

Yes. 

If ;rou c omlire them. 

That is pretty tough. 

It is a very big i nc r~ a J e . You bavP got to 
~e a lit t le ~il self interes ted in this thine . If you co t o thr employee from one to f ive ano then come al ong and sey you want to set aside some of his thlnes for sevincs , will this take - ;nll this replace our volunteer payroll deduction plan? 

One - -

He i s paying four per cent more out of his wa:;es than he did before . 

One l·.ay it could h done i s to add the extra one on the employee . 'i'hat rnnkes unemployment insurance three and one , gi ving the emoloree, however, a lot lon;;er protect ion r.hen he 1s unemployed . Then have t he old age insurance two and two, two on the employer, tr.o on the employee . That makes the over-all five and 
thl'ee . 

Now, wait a minute . I have cot old age 
two and tr.o, 
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That is right . 

Under the new proposal. Employer, four under 
unemployment insurance and employee nothing. 

l'ell, shift thet to three and one . That 
will give you a total of five and three. 

Shift that to three and one, which would 
give you five ana three. That would be 110re 
equitable, wouldn' t it? 

So that the employer would not be payinJ 
any 110re, but the employee would be pa)'lng 
two per cent more. 

The employer would be paying one aore, 

No, he is paying four ana one now. 

No, he is paying three and one . He would 
pay three and two . 

At the present t ime he is paying four . You 
told me three for unemployment and one for 
old age. 

That ia four , 

And you are upping hia one . 

You would up hi• to fin, and you would 
up the other from one to three, 

Then you would leave out, Doug, the --

I was just taking this so far. Personal]f, 
I feel that in order to get an all-round 
program, aa much as you can afford now, 
and to at the same time convince the emplo{ee 
of his interest in adding to the contribut one 
from his side, that you need to push a bit into 
some of these othar things . Now, personally, 
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I ha-ven't had sufficient time to study this 
hospital business 1 as to - ho" it is · 
sound to go now, but that i s a thing whi ch 
has been in the woods for a long time. 
The idea is to take only the easy part, 
that i s , the actual cash reimbursement 
from the hospital side and then a cash 
disability benefit, leaving out the med­
ical care in the home . The hard paPt has 
always been in health insurance, t he 
medical care in the home. 

But supposing you just s topped hePe for this 
year. This would be quite a step forward, 
wouldn' t it, for one year? 

How much more revenue would you get from 
those two steps? 

Wouldn' t it be quite a step forward? 

Are you talking now about the six and the 
two, Mr. Secretary? 

I am talking of - the way he put i t, five 
and three, as opposed to four and one . 

Well, that l eaves out the hospi t&lization, 
I take it . 

50 

You would have nearly two billion dollars 
increased r evenue, between a billion seven 
hundred fifty and t~~ billion dollars revenue 
f rom these two steps. 

Say it again. 

You would have in the ne ighborhood of two 
billion dollars of incJ•eased revenue annually 
during the good years from these two steps 
of increasing the unemployment i nsurance and 
increasing the old age insurance. 
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That is qui te a lot. 

Don' t you think so? 

That will be all the income the firs t 
year? 

Yes. 

Practically all. 

I think it is too much. 

But it is - I mean, you have got to remember 
this thing. I ~ean, I want to be understood 
by my or.n people and the people that come in 
to help me. I heve always made a statement . 
I am saying this for the benefi t of everybody 
in this room. If you try to ride two horses , 
the one the profit system and the other the 
State Sociahsm et the same time , you are 
going to fall between them, and you have got 
to do this thing gradually. Ot.herwi se, it 
is just going to ruin the profits system 
and after all , thet is the way ~te are run­
ning the Government. l'.'e beve got to collect 
the profits . I think a thing like this -
this is a considerable step forward . 

May I point out that the one and one for 
old age is in a sense making up for the action 
in 1939 of postponing the increase. 

For fiscal re~sons . Tt was postponed for 
fiscal reasons . This is the logical time . 

And it is being made up now fo r fiscal 
reasons. 

It is r ight along the line that you are talk­
ing about t o control inflation. 

Oh, yes . 
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This ~~uld all be ~ood from a standpoint 
of moppin& up money for inflation . 

V e 'f7l good • 

In ot her words, the one and one for old age 
is just what woul d happen in 1943, anyway, and 
in a sense is offsetting what was done in 1939. 
In other words , the reasons that led us to 
postpone it in 1939 shoul d he the very r easons 
which should cause us to impose i t now. 

So that in effect, all this would be doing 
aside from speeding that up for the reasons 
stated, would be adding one per cent for unem­
ployoent insurance on to the r.orker, which 
1sn•t quite as violent perhaps as it looks . 

It would take care of the heavy load to be 
expected i n the pos t -war period. 

That is right . That is what I had in mind. 

That is a justificat ion fo r both halves of 
the program. 

This is t he kind of money that woulc go out 
very fast . First on your unemployment and 
then you will have a lot of people who will 
retire when this is over, who are now working. 
Those r.ill go up very rapidl y. 

By dropping it from si xty-five to sixty? 

That is just for women. 
mendous lot . 

It will cost a tre-

You mean i t is unfai r t o have it at sixty-five? 
You see, women, by and large, the wife is younger 
than her husband and this puts them both on re­
tirement about the same time1 whereas under the 
pr esent system the wife may nave to nai t two or 
tru•ee years before she is ~ixty-five and goes 
on rehreCient . 
Is it proposed1 Roy, to increase it up to ten 
per cent 1mmed1ately i f the whole system goes 
1n as one or is that - -
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If this >thole thing went in, it would 
increase it to ten percent immediately, 
and eventually it would get as high as--

Twelve'! 

Twelve. 

The l'~~~~&ining tl'fo percent ~Vould not yield an 
equiTalent amount, would it, because some of 
them woul d be out-payments at once? 

It ~Vould probably come at a ti.~e when out­
payments were heavy. 

That comes in '46 , doesn' t i t ? 

Part of i t in ' 46 and part in '49. 

Thnt two percent l'IOUld be for hospital bene­
fits and disabilities . 

Then the net would not be as fruitful as the 
other, and therefore it is a Social Security 
proposition and not a fiscal proposition . 

People get sick any time in life . 

They probably get a little sicker during 
depressions . 

53 

That still leaves, it seems to me, a reasonable 
room for demanding some additional contri­
butions, voluntary or otherwise , because two 
percent out of n salary is not - that is all 
that would be two peroent under t his arr ange­
ment. It should not exclude any further 
demands . 

Three percent altogether . 

Two percent added to the present one • 
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Yes . 

Then the remninin!:; question woul d be: Do 
you want as a part of the Social Secur i ty 
proeram hospit al benefits and t emporary 
disability now with another t r1o per cent ? 

But if you put in the l'lhole proEram and then 
your employee contribution is increased by 
four per cent - f rom four to five - f r om one 
to five . 

It is increased throe hundred percent . 

That is r ight . 

From a fis cal point of view, I suppose we 
should be opposed to that additional . It 
would be merely an expenditure . You collect 
it and spend it; if your idea is to diver t 
some of that purchasing 'f\OI\'er whi ch the 
empl oyee has , you would prefer t o have him 
ei t her i nvest i t i n bonds - either voluntar i ly 
or by fo rced savin~s . From a soci al point 
of view, there are the same r easons for i t 
as them ever :vere . From a fiscc.l point of 
vie~t , ther e i s less reason for it this year 
than there hes been in the past or cay be 
in t he future . 

::en, let ' s put it this rm:: , that the two 
nercer:t for te::tporo. r;,· di sa.bili t;r, cash bene­
t i ts and hospital is almost a pure social 
insuracce question because the in-oovenent 
and out- ;:;ovement of funds woul d be alr.tost 
~atuitous f rom a f i scal noint of view. There 
iiii :;ht be some addi tiona! outlay in t ime of 
depression because people woul d t ake advantagg 
of it , but by and lar r:o it would be deter­
mined by the health of peopl e rather than 
by any business condition~ . 
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There would be some intake dttring good times 
over expenditures . 

That i s right . Thev would rather ;·1ork than 
take their benefits'. 

Now, there are tVIo things when you are looking 
at it from the point of view of benefits . 
'.'/hat we are proposing now is that on the 
unemplo:nnent insurance they cet lon~er and 
la~ger ? enefits. On the old age, n~t only 
this po1nt about the women, but in addition 
it would cover permanent disabilit], wouldn't 
it? 

The two and hro . 

That is a pretty bad gap in the la71 nov1, 
Mr . Secretary. vnten a man becomes totally 
disabled at forty or forty- five he gets 
nothin6 at all until he is sixty-five. Then 
he qualifies for an old-age pension . I think 
we ought to classify permanent di sability as 
a loss of earning rower equivalent to old aee . 

I l'loulC. kind of like to stop here on the 
theory that this is a pretty big bite of the 
ap!'le, you see, and then let the other people 
argue why they shoulu co further. '.'ihd'? 

If--

I think that is the thine to do . You have 
but one arc:ument to oppose their going 
further . I don ' t knol'l how much you vrould 
mmt to t7eight it . That is, t hat they are 
taking away two additional l'ercent from the 
v;orker even thou;.;h he y,ets 1t right back in 
a sense i n social insurance at this t ime may 
make it more difficult in any future pl ans, 
severance uaee or any other t-ne of saving . 
That is the one ar~ent against it, but 
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aside from t hat one argument, I think you 
are quite right, it is wholly a matter for 
social insurance. It has no fiscal--

The two and two thour,h does include permanent 
disabili ty i n their figures. So I mean you 
coul d move to that and add that as a benefit 
side which has been accepted. I mean the 
Advisory Council, goine back to that - I 
don't want to overemphasize their decision, 
but it represents employers and labor and 
public. They did accept that unanimous~ 
in principle and the d1viaion was o~ on 
timing. As to whether ne have coce to that 
time , if two to two will finance it, as they 
said--

Wb.a t I would like you to do is to IVJ'ite me 
up a little statement of the pros and cons, 
why, from the Treasur,y standpoint, we should 
go so far , you see, Brown. 

Yes . 

And if you could get it over to me t he first 
thing tomorrow morning, you see . Would you 
do that? 

Do 70u ;·,'!lllt ne or 1lr. Bloueh to do it? 

· llo, Blou~ is on another matter for cte. He 
is all hed up. Then he goes home toni~t. 
He is on holiday. You might not knorr it . 
But he ~s got something else he is working 
on, so I am going to ask you to do it . 

All right. 

You don ' t have anything else to do . 

1,'Jhen you send it over, to be sure it doesn • t 
go through the whole Treasur;r, mark it for 
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Urs . Klotz, will ;you? You know, K-1-o- t- z? 

I am just l10ndering, Llr . Secretary, if 11e 
could do it justice with the troubles over 
t here , but I will do my best. 

Have ;you got troubles over there ? 

Oh, lots of them. 

~ell, would you try? Is that asking too 
much of you? 

I never like to say that much. I just 
wanted to be sure it is a worthy effort . 

vi 

Probably the time isn 't enou~h . He has got his 
own problems over there. Give him another day. 

'Nell, I >lill cive him another day provided 
that--

That the President doesn' t call. 

Yes. Let me find out from i'/atson if I can. 

Watson is not here today . 

Well , they r10uld know. 

He is away today. 

You mean--

I mean the President is not there. 

You mean this is the - well, it would be t he 
reverse . This is his usual day. (Laughter) 

Would it be all ri;1lt , sir, if it riere 
done over here, ana I will come over 
here this afternoon late or this evening 
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and whatever is necessary we can.go over it? 

Sure . Can you make a deal with him, Roy? 

We can fix it up . 

You made a deal with him? 

Yes. 

0. K. I want something to read with an 
argument , you see, so the t I can say, ''iie 
feel that one bite out of this cherry is a 
pretty big bite, and it will increase taxes 
and everything else, so we don't want to 
give these fellows indigestion. • Then next 
year you can do something else . 

Well, on t he public assistance, do you want 
to rather frown on that at this t ime? 

Oh, I t hink t his i s enough. n\i s is enormous. 

'.Vell, the one thing on the public assistance 
side is the old- age assistance, and what the 
fear has been is that the Townsend boys, if 
some of these poorer states don' t eet a 
better due out of old-age assistance, will go 
whole hog for Townsend. 

Now look. I have listened to A.,Ticulture -
nell, I don ' t 11ant to mention t.:ny llllll!.es, but 
somebody over thoro that tried to scare me 
by tell ing they were goin~ to ask the veto 
of the President on the freezin$ of the 
cotton . I told them they were crazy because 
I knew they couldn't. On that particul ar 
thing, I mean, they used these arguments. 
I don ' t beli eve in these times that the 
Towsend people have got the influence, and 
it is not an election year anyway. I may 
be wrong, but I just don't think the peopl e 
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• 
are interested today in what the people have 
particularly to say. Right? 

Yes. 

So I meo.n, they ar e always - I mc•an , somebody 
in Cabinet on WPA. Well, this VIOUld interest 
you . I guess they are BQin3 to have to 
begin t o build up the 7fPA rolls to solve the 
transitional thing on the lay-off in auto­
mobiles and so forth . liow, they haven' t got 
the ingenuity to say, "Here are three hundred 
thousand e~ployees, and we are ~oin! to make 
Fischer and General ~otors use them on 
national defense because they have got to 
use them, • but instead of t hat they say, ••,\'e 
will put them on !IPA . " Now, I think it is 
terrible . Not that I am wor·ried about the 
increase of money, because the~ haven't got 
the brains to find a place to put these 
people to work to make munitions of war . 
That is where they shoul d go to work, not 
on \VPA. Am I not not rir,ht? 

That is ri~t . 

\'/ell, I kno1v there are places thAt the;r could 
put them to work if they weren't so damn 
mentally lazy or more serious than that . So 
I mean you get - all I am sayin~ is, we, 
here in the Treasury, all the hme have 
pressure on us . That i s all. Don ' t mis­
under stand ~e . It is always Townsend, 
a~icultural bloc, soldiers ' bonus . It is 
aYways something. Silver bloc . 

We don't give in to any of t hem. (Lauehter) 

On the part of unemployment--

Harry i s feelins wonderful. We rrill not in 
an off election year, !Iarr;. 

5t1 
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Ho . 

That makes a lot of difference . (Laughter) 
After all, ~oosevelt isn't running again, 
so we can p1ck up courage. 

Is that a statement of fact ? Is that an 
Administration statement? 

60 

1 was with him for the fifth time when he made his 
swing through Dutchess, Orange, and Ulster 
~ounties . For the fifth time I have r idden 
,.nth him on election night on that swing 
that he makes . In every single pl ace he 
spoke , and he talked about ei~ht or ten 
times he said, "Gentlemen, this is the last 
time i will appear before you as a candidate . " 
He says, "I ma;r run some day for sheriff, 
but that is as high as I want to go . " He 
says, "This is the last time I will ever 
make this trip,"and everybody had tears in 
their eyes, including myself . And if ever 
a man meant it , he meant that. But I heard 
him sa7 that ten or eleven times on election 
eve, and I believed it . 

I think he hated to run this time. 

I know darn l'tell he did. Just like I hated 
to come back, t oo . 

Fix me up something, Tiill you? 

Well, I think of the whole proeram the public 
assistance is the one that I am worried 
about , because it is a new field to them. 
They are getting over into 71PA fields , and 
I think there will be a clash there of 
personalities. I am talking about t he 
direct relief. I don 't think they have 
threshed that out within the departmental 
area yet officiall y. 
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·.'/ell, I mieht Se:'J this : I opposed ri ::;ht 
alonr this variable er nnt to the states on 
old- aee assistance . I testified against 
it two different timos up on the Hill , and 
finally the only reason thnt I have weakened 
on the variable grants to some of these 
s tate s is , when you look at the lo11 level 
of benefits - that i s, assintance, that they 
11et and then see the \7!\i( the;r are swinging 
on an all-out ;ravy t ra1n proposition, if 
there is some connection you hate to concede 
it, but i t does seem that Townsend is going 
eood in these bacbvard states where ol d-age 
assis tance is prett:· lo1'f. 

;ven, I have had enou~ for today unless 
somebody wants to dissent . 

I hope they don 't start it on a big program, 
and then eet all the benefits and no taxes. 
That is what I am afraid of , too. I think 
the Presi dent has got to tie them up in his 
message. 

&I 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE 5eptember 29, 19~1 

TD Seoret~rgenthau 

Mr.~· 
. 

A slight decline ot 2,000 brought Work Projects Adminis­

tration employment to 1,035,000 persons during the week ended 

September 17, 1941. 

Attachments 

• 
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WORK PROJECTS ADUINISTRATION 
Number ot Workers Empl oyed - Weekly 

UrU. ted States 

week ending 
194-l 

rebrual'J' 5 
rebrual'J' 12 
re brual'J' 19 
rebrual'J' 26 

Karob 5 
llarob 12 
Karob 19 
Karob 21> 

J.pril2 
April 9 
April 16 
April 23 
April 30 

lla7 7. 
lla7 l .. 
lla7 21 
lla7M 

June ~ 
June ll 
June 18 
June 25 

Jul7 2 
Jul7 9 
Jul7 16 
Julr 23 
Julr 30 

Augu•t 6 
August 13 
Augu•t 20 
August 27 

Septeaber 3 
Septeaber 10 
llpteaber 17 

8ouro•: Work ProJeote Ada1rU.•trat1on. 

Number ot Worker• 
(In thousand•) 

1,892 
1,893 
1,885 
1,867 

1,1!06 
l, 764 
l, 736 
1,708 

1,662 
1,63~ 
1,607 
1,586 
1,560 

1,519 
1,497 
1,11-74 
1,4611-

l, Jt.ll-2 
1,1123 
1,11-10 
1,368 

1,172 
1,030 
1,016 
1,025 
1,036 

1, oll-1 
l,oll-2 
1,0JI.3 
l,oll-5 

1,0JI.3 
1,037 
1,035 
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1939 
Januar:r 
February 
lola rob 
April 
1131 
June 
Jul:r 
Auguat 
septe•ber 
October 
November 
December 

1940 
January 
h bruary 
krob 
Apr11 
wa:r 
June 
Ju1:r 
August 
september 
Ootober 
November 
December 

1~1 
January 
rebruar:r 
llarob 
April 
lla1 
June 
July 
August 

WORI PROJECTS ADSIINISTRATIO!I 
Number of Workere Employed - Monthl:r 

Un1 ted Statee 

64. 

!lumber or Worker• 
(In thousands) 

2, 986 
3,043 
2,980 
2,751 
2,600 
2,551 
2,200 
1,842 
1,790 
1,902 
2,024 
2,152 

2, 266 
2, 324 
2, 288 
2,092 
1, 926 
1,665 
1,701 
1,691 
1,704 
1,779 
1,821 
1,878 

1,895 
1,867 
1, 708 
1, 56o 
1,464 
1,368 
1,036 
1,045 

SOuroa: Work Projects Administration 

Wonthl:r figures are weekl:r fi gures tor the latest 
week ot the month. 

They lnolude oert1t1ed and nonoert1t1ed workere. 
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TREASURY DEPART MENT 

INTER OFFICE COMMUN ICATION COt:FID::;:;':.':.U. 

DAn September 29, 19~1 

TO rgenthnu 

'ROM 

Sub j ec t : iness Si tua t ion, 
nding September 27, 19~1 

Summary 

(1) Expansi on 1n business aotivity during the current 
oonth may f all slightly short of the usual seasonal orooor­
t l ona. ?he New York Times weekly business index thus tar 
ln September has shor.n an average decl i ne of 1 . ~ points, or 
about 1 percent , from August levels. 

(2 ) Rural chain s tore and mall order retail sales l ast 
month, seasonally adj ust ed, tully matched the unusuallY sharp 
spurt sh0\1n by department store sales . Variety store sales 
also rose substanti ally above previous record high level s 
af t er allowance for seasonal factors . There 1s e\•1dence, 
how~ver , tha t these sharp increases have been due in part t o 
ov~r-buylng i n advance of the eff ec t ive date on the new excise 
t axes , and t o i nf lati on t ears , hence a reactionary t endency 
may be seen in later months . 

(3) New orders tor steel during the current month have 
!Allen noticeably bel ow Au~~st levels, probably reflecti ng a 
decline in civilian or ders following the ap?lication of tull­
pr1orlt1es regulations. The OPA has aaended the price schedule 
on a t eel scrao to a limit ed extent in order to faci litate the 
col lection of- scrap i n remote areas of t he country. 

(~) Due to decli nes i n ori ces for farm oroducts and foods , 
"he 3LS all- coooodity i ndex declined 0 . 1 poi nt to 91.5 in the 
week ended September 20. Cotton prices declined f urther last 
wrek, but wheat prices were firm despite the publ1ca t l on of a 
report nea r the end of t he week t oreoast1ng n record domes t i c 
cnrryover of wheat next July. 

(5) Increased exports of agri cultur al products contributed 
1m~ortcntly to a r 1se i n export s of Un1ted States mercha~d1se 
in July, which ran g per cent above the previous month. ~orts 
~~ ~cnt products and lard continued to r i se sharpl y. 

• 
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Business rise moderating 

Evi dence continues to aocumulate that bu81neu expansion 
during the current aontb !lAY fall sUghtl7 short of uual eea­
sonal expect ations. As a result of a decline of 1 . 9 po1nta 
to 12g.3 during the third week in September, the New York T1aee 
index of business activity in the week mentioned stood more 
than 2 points below the average level of the previous month. 
(See Chart 1.) Thia decline wae somewhat offset by a trac­
tional riae in Barron's index of business activity, which ad­
vanced 0 . 7 point to 1}8.4 in the same week. However, despite 
two successive small gains, Barron's index is still a trifle 
belo>r last month 1 s average level. 

A dominant factor 1n the failure of weekly business in­
dexes t o make a stronger shoVing recently has been the lees 
than seasonal rise 1n freight oarloadlngs. The contra­
seasonal decline of 6 ,000 oars during the week ended 
September 20 was due to the falling ot t in coal loadings as a 
result of labor troubles . Nevertheless, freight traffic tor 
eooe weeks has been showing s i gns of falling to fulfill earlier 
expectations. Reference to Chart 2, Will disoloae that total 
loadings 1n recent weeks have been hovering around late-June 
levels, whereas t he normal rise by the third week in September 
1s nearly 10 percent. A somewhat stronger shoving, however, 
has been mude by mieoellaneous and l.o.l. tre1ght which have 
risen to a new high tor the year. (Refer to Chart 2.) 

Scope of August retail trade boom 

The widespread ecope ot the August boom in retail trade 
is strikinBlY revealed by addi tional figures which have be­
come available, shoving that rural .ohsin store and mail order 
sales have full1' matched the sharp gains previously reported 
by department stores. Variety store ealee also roee eubetan­
tially and sales tor all three branches of retail trade, after 
a llowance tor seasonal fact ors , soared substantially above 
previous record highs. {See Chart 3.) 

'rhe very sharpness ot the gains indicates that , in addi­
tion to the undarlying upav1ng in consumer purch&llng power, 
other tactore of a transitory character contributed to the 
bU11ng splurge. These appear to have been principally 
(1) the fears ot shortages of many products, touched ott by 
the trant1o buying ot such items as silk stook1nga , (2) heavy 
buying to anticipate the October 1 increase in exciae taxes , 
and (3) attempts t o anticipate the curb on installment buying. 
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Thus, in reporting a gain in August furniture sales ot 4o oar­
cent over year-earlier levels, the National Retail Furniture 
Association states t hat a particularly sharp increase occurred 
in the last two weeks i n August just before t he inst allment 
credit curbs became effective . 

September retail sales slacken 

A natural result ot the August trade rise ie that some 
business -- perhaps a considerable volume - - has been borrowed 
from succeeding periods , and this appears to be borne out by 
current trade reports. Thus, furniture sales are nov reported 
to be shoVing only minor gains over year-earlier levels, while 
departoent store sales gains have narrowed dovn considerably. 
During the week ended September 20, department store salee 
shoved a gain of 12 percent over year-earlier levels as compared 
>~lth a gain ot S percent in tho previous week and 32 percent 
in August. However , as the October 1 effective date of new 
excise tax leviee approaches , eomo additional anticipatory 
buying i s undoubtedly gol.ng on , and further borroWing from 
futuro business volume is in progress. 

Steel orders decline 

llel·t orders tor steel during the current month have shovn 
a noticeable decline , with trade eouroes reporting incomi ng 
busl.ness t o be running !rom 30 to 45 percent below August 
levels. This probably reflects a !alll.ng ott in civilian orders 
f ol l oWing tho application of full pri orities. New orders booked 
by the u. S. Steel Corporation in the week ended September lS , 
tell 15 percent to !!!9 percent of capacity , tho lowest level 
touched thus tar t his year. Neverthele ss , despite this decline 
in new business, the Iron Age assort s that consumers requiring 
steel for non-essent ial uses can expect little or no steel tor 
a while at least. 

At t he beginning or the week miners returned to work at 
the captive coal mines or the steel industry, and by Tuesday 
nearly all or the plants which had been affected by recent 
sporadic work stoppages were agai n operat ing normally. However , 
a t the end or the week a &tri ke of 17,000 workers broke out in 
t he Biraingham steel mi l le, which waa settled on Sunday except 
tor one group or 500 blast turnaoe workers. Steel operations 
last week were scheduled at 96.S peroent or capacity -- an in­
cr ease or 0 .7 point over the previoua week. Operations during 
the current week are eoheduled at 96.9 percent of capacity. 

Steel sorao price schedule amended 

As a step toward alleviating the aerioue shortage or steel 
&cr ap , near t he end or the week the OPA amended ita price 
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schedule to facilitat e the flow ot scrap trom certain remote 
ar eas to consuming centers. The amendment,which expires 
December 31, permits higher prices tor scrap and increased 
t ransportation allowances in Florida and certain western states. 
This action was characterized as experimental, and is intended 
to move scrap trom remote areas before winter weather slows up 
scr ap oollect1on. Steel industry ottioials have been concerned 
tor some time over the industry's 1nab1lity to make the usual 
neadway in building up steel scrap stook piles before the ad­
vent or winter weather. 

New orders index declines 

Due to the decrease in new orders for steel to the lowest 
levels of the year, our index of new orders for the third week 
1n September declined 3 percent. (See Ch4rt ~.) Textile orders 
and new bookings in other industries on the whole showed gains, 
but they were insufficient to offset the drop in steel orders. 

BLS &11-cosmoditY index declines slightlY 

The extended rise in the BLS all-commodity index of whole­
sale prices (nearly 900 commodities) was temporarily halted dur­
ing the week ended September 20. Due entirely to declines in 
farm products and foode, the index during t hat week decreased 
0.1 point t o 91.5. In addition to the 2 major commodity groups 
t hat declined, 2 others were unchanged during the week, while 
the remaining 6 major groups continued to rise. 

Basic commoditY prioes level off 

Prices of basic commodities show a levelling-out tendency 
tor the second successive week. (See Ch&rt 5.) Due to a alight 
decline in the price index for domestic commodities, which more 
t han offset a slight rise in import commodities, the BLS index 
or 2g basic commodities showed a tractional decline in the week 
ended September 26. 

A dominant raotor in the decline in domestic commodity 
prices was the weakening of cotton prices early in the week, 
attributed in part to hedge selling and mill liquidation. Wheat 
prices were steady and at the close of the week futures dis­
played a slight ti~ing tendency, but t he market showed a lack 
of the enthusiastic buying seen early in the month. Near the 
end or the week the Deoartment of Agriculture reported that the 
estimated domestic carryover or wheat stocks on July 1, 19~2. 
would rise to a new record or no leas than 650,000, 000 bushels 
-- or 260,000 , 000 bushels above the carryover on July 1 of this year. 
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Agricultural exports feature Julv export gain 

Due largely to substantial G~Lins in ehipments ot agri­
cultural products, firearms and ammunition, exports ot United 
States merchandise in July rose S percent above the previous 
month to a total ot 8349,000,000. Exports of meat products 
and lard continued to rise sharply while tobaooo and dairy 
products also showed good gains. As a result, agricultural 
exoorts tor the month reached the highest levels since 
Uaroh 1940. (See Cbart 6. ) 

Non-agricultural exports roae 3 percent above the previous 
month as a result of a very aharp gain 1n shipments ot tire­
arms and ammuni tion to a total of e2o,ooo,ooo. Exports of 
machinery and iron and steel remained virtually unchanged, but 
aircraft exports expanded moderately to a total of $~) , 000,000. 

(Refer to Chart 6. ) 

The Department or Commeroe, in releasing the foreign 
t rade figures for July, again indicat ed that the month ' s figures 
were not tully comparable with earlier periods due to delays 
in the receipt of shipping document s. 
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TREASURY DEPARTMENT --( ' 
INT E R OFI'lCE COMMUN ICATION 

TO Seore:~rgen~hau Mr. H, 
The at tached report, mentioned 

or l~st Friday, • as received today troo 
should be ou~ a round the middle or ~h1s 

DATO: Sept. 29 1 1941, 

in my memorandun to you 
Dr. Lubin. A ne• report 
week. 

• 
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THE BCONOMlC PlCTUR& 
Soptoaobor 12, 1941 

INOU or 
INDUSTRIAL PRODUCTION 

ns u 100 I • PRODUCTION ot American induotry in Auguat 
200 was at about the .!!!!!. level a t in July. 20 0 

of-
,..!!! ,..!!! 

I SO 
The output of ate•l • nonterroua metals, and 

lU!IIbor wao • irtually w>chanr;od trO<fl tho h1r;h 
July rat o • 

100 

0 

0 

.~ 
.!!!. 

I 00 

$0 

A.UG • AY JUL. AUG O 
lt)t l t 4 0 11 4 1 lt4 1 

lncreaaea in production were in machinery, 
a.lrcraft, ahi pa, t.ad r a ilroad t -tUipMnt. Cr \lde 
oil output waa at a record hi&h, and eoa l 
production waa up. 

Autosobile plants, wi t h reduced achadu le a 
tor the ch&n&•-o••r t o aew mOdels, s till pr ·oduced. 
16o,ooo cars in Aur;uat . 

Cotton ~ill s reduced acti•ity oli&htly, and oi lk output ••• drastically 
curtailed. 

INOU Of 
f ACTORY EMPLOYMENT 

BMPLO~r 1a a ll occupat1ona, including 
tarmin5, ••• up 100,000 in Aur;uot. 

In f actoriee, employment increased by 
about 265,000 r::aeo .• 

PRIORITY UNEXPLOncBNT ••• r oportod in a ilk 
milia, whe re about 25,000 worker• were la~ 
O?Fbetween Ausuat 2, when the l'rt e&izl& o·rder 
.... l a•ued, t.ncl ' ""'\lit 30· 

f\lll• t .. hionod 
Silk thr""i n& 
Silk .... in& 

hodory 

••ch r;roator reduction h upootod in Soptombor. 

Reduction 
Nws~r of Percent 
llloployoeo 

12,000 12 
10,000 45 

1,000 6 

SOl» cODti.LMrt' dura.ble - &ooda induttri tt ·- • acuu:A c leaners, t.lu:nln\D 
... , r el'i'l&tra tora -- a..l to eut employm•nt b• oa\lll ot ahorta,;.e e of me t al a 

loy choa1cala. 

79 
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IIAriOIIAL INCOIIB hu b .. o r hiJ>c otudily 80 
tor 16 aontho. 

In July utiooal inoQDo woo ot tho rato or 
t90 billion a yoar. For tho whole yo ar 1941 · 
it il utl.aatod ot f89 billion. 

Tho crootoot 1941 cain• 1n inc.- 10 for .... 
to tar.aera and to w&se .aru.r1 • 

UYROJ.LS in aaourooturinc , a 1n1n5, and coo­
otruct1ou ...... 31 p<trcoot crutor than 1n tliO 
first ll&lf ot 1940. .Ul wacoo and uloriu woro 
about 20 percent v•• t.r. 

FARII UCOIIB hao incrouod 110.1oh aoro than u oual 1n tho paot 2 aontho, with 
pr icoo rocohod by tor.oro up by 11 p<trcont oinco J...,.. 

Total cu b farm incQDo -y bo noorly t ll billion tor 1941 , 1nchd1nc 
bonotit p<tyaonto. Thh h aoro thao 20 p<trcont obo•o 1940, and o lmoat u 
h1cn u 1n 1929. 

WORKERS' £AR/llNOS AND RtaJ.. INCO.u& tllio 
1umm.r are at the hight1t lt•ela on record. 

Factory workere ' ~lkly e arn1nt• have riaeo 
nearly 30 percent d.noe the Ol.ltbrea.k ot war. The 
ooat of 11•1uc boo oo tor &dYancod by only 7 
percen·t. Th\la, there haa been t.n incr·ease ot 
2} porcont 1n roal wookly oorniJ>co ot rectory 
worker•· --

Hourly rate a are up 11 c ellta 1.11 hour, h'OD 
6}.4 conto 1n Au~ot 19}9 to ~.4 cents in 
July 1941. Tllio 1a duo to onrtl.mo, to t ho 
§J'Ut IX"pODi iOn iD tho llicli-WOJ I dure.blo-goodo 
lndu•tr itl, &Dd partly, to 1Doreaaed •&&• rate a. 

81& ••&• increaat l are ao tar notable 1D 
· ~e l, coal, autoaobile1, •hipbulldin&, and aircraft, but t~•• aro now 
re adin~ out into othor induetriee. 

PRICSS are akyrookoting in BASIC COMMODITY aarkoto. Tboy haYo gone up 
<rly 4 p<trcont oinea l oto .Aucuat, aro now 56 p<trcont obon pre-wor _lnolo. 

The riee 11 &r•• tect 1n da..etic -crieultural pr04uote, Which ha•• ad•aneed 
ereoot oiDco Au~ot 25. Cottonoood oU 11 up 14 p<trcont, opot cotton, 1.6 
·' ' to 17.7 cont•1 ca•b whoot a t Xanooo City, 10 oonto a buahel to .1.16!. 
:od.t.attrlal r aw aat.rials are little ~h&n&ed. Pricee of a&ny or thea .... eu.ch 
~•t•l•, t ln , rubber, ell~, a.nd burlap •• ue controlled. 

• 
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Sentember 29, 1941 
2:15 p.m. 

E::c:iS..i P:IOt'ITS - SIX PERCEi:T 

-.r·.:l ~cnl : 

. ur : 

: l o::·!:: 

• • J 
.~ . • ' :r : 

t:r . Blough 
Kr. 0 ' Connell 
::r . Kades 
l!rs . Klot~: 
:..r . Jast on 
:.!!' . ;;uhn 
~.r . sc::r·ie.rz 
}.!r . ·:.:ii te 

All of ~his ~s in the rool:l . Let me ask you 
a quest! on, rloy . 1'he other s are colilin" i n 
at 2:30 . :iow lon1~ l'loul d it t ake you - " sup'los­
in:; I said, "l:o;;, this six percent , over and 
above , ;;-ou see - no·u , how lonr, to 7/ork out 
all t!-.e i nequities :md to ~i\ c the little 
fello•;; a credit end thio nor son en:l that . 
::o';1 lon- ,;ould it tnl:e ;rou~" 

':'~ t co·Jl .: never. be Jor.e , i.:r . Sec:-et:l.r;r, of 
cou:-~e , in a hundred re r ce:lt fashio:l . I'o do 
:t as "ell as it coul. be done, I z~ould 
think ne ·;;oulJ .. ant six 1veeks to tno r oonths 
Ol' l On\;"el' , 

I see . 'l'hd i s a ver:J -;ood 'lno~rer. Tl:nt 
is ~lhJ I di dn ' t wnnt anybody el se around, ;rou 
sec . You •· rc do i n fine . ( Lau<>ht er ) Let 
me ss~: you this, ::r . Bones . I 5c.ve you a 
notice - l ast ni -;ht r1ith thi s terr ifi cally 
sick hendache I ·?:en t do;m to lie dor.n in t he 
~.ousc . :.:rs . J:or •enthau sn:d, ";,n.ct di d you 
SO.'! vou ;-;ere doin:r'l" I said , "I ·::as talkinF: 
to' ::o;; »lou-h to :::et hi::! stP.rted on this •. , -
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. .. ... ... . .. . vr : 

... .. 0 J r : 

... ... 

. . • \) r : 

?lou ·h : 

- 2 -

: .r.a t ar c, I ask ;,·ou, so:ne of the salient 
poi nt s th:tt the ::1c.n in the str eet woul d 
Wlder s t nnc that we would have t o study? 

~!o·::, so far as t hat mnn i n tho street 
Wlderstandin~ , I di dn ' t ~uitc catch t hat . 
I ho:ve her e two pa•ea nnd the r e are two more 
comi~"• and.they. should be he r e in a couple 
of r.unut es ln wh1ch those are outlined and, 
without ;-oin~ into thor., in detail , I can 
outline then ve·q briefly. 

C-o ahead • 

I 7:oul d say there are four qu-stion~ , four 
bi : ques t i onz . The first question is, 7:hc.t 
is invested ccpital? 

Go a.Mead, Roy • 

. '/ell, I would say out of four bnoJ>tant 
~uestions , the fi r st ques tion thnt you -
Lha t 17ould have to be ·::orked out i t, whnt 
is invested cnritnl? If we ar e coing to 
l imit ~re fi ts t o six percent of 1nvested 
canite.l , what is inves t ed canital? and in 
tha t there are certain very ~i:ficult pr oblems . 

Fi rst , i : I stnrt ed a cor~oration in 1890, 
17hich is ur.likel;,· , and rut in a certain aoount--

I he.ve hee.rd a!l that . Let . e interrupt you . 

All ri l'"ht , "~:r . : .or~;enthau , wh;r di cn ' t ;rou 
kno·;; about the difficulties of i nves ted 
canital '? You i eve been advoce.tin: t hat as 
a basi s now f or the lact two year s , so that 
i s no thint: new . " 

.'Je d i ci kno;·; about it , e~nll it is not nearly 
!IS serious a diffioult;r uhen you have a 
ten ~ercent u~~er llnit insteac o: s: x, e~d 
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H.l.! .Jr : 

Blough: 

H.J.! .Jr: 

Blough: 

ii. L!.Jr : 

- 3 -

when you have rates which we have never 
recommended abOl,-. sixty-five and our rates 
recommended last year only went to fifty 
on the very top return of over thirty per­
cent of invested capital. So that what i s 
an admit t ed difficul ty vdth any excess profits 
tax based on capital becomes of vital 
import~ce when you plan to t ake everything 
over s1x percent. 

That doesn ' t help me a bit. I have got to 
be terribly - thet doesn't help me in what 
I want. 

Well, now, possibly I mi8Understood what you 
wanted. If you nant something to help you, 
we will work out - it depends on what you 
want t o do. 

Well, l et me - in order to save time , and I 
don' t have to do it twice, I will get the 
other people in . 

(Secretary sends for llr. Gaston, J.lr . Kuhn, 
!Jr. Schwarz, and Yr. White . ) 

This is the thought that I had in mind, 
simply say, "Now, look, gentlemen, I said 
the other day - I was asked the question, 
how much excess profits?' I answer ed, as a 
rule of thumb, "EVe~hing above six percent 
on invested capital. " Now I have asked ­
this is ~ thought - ~ tax experts - is 
that what you call yourselves? 

Other peopl e call us that. •,ve don ' t like 
the name. 

(Mr. Gaston and Yr . Kuhn ent ered the con­
fe rence .) 

84 

Hello. Sit down. I have asked ~ tax experts -
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~: : ·.Jr: 

91oujl : 

!:. :_Jr : 

Schwarz: 

Schwarz: 

::. ·~. Jr : 

- 4 -

why not wait one minute and then we won't 
have to do it all over again. 

(Mr . White and L!r . Schwarz entered the 
conference . ) 

85 

Anyway, gentlemen, this is what I asked for. 
Each fellow will get his turn to talk. :.hat 
I would like to do, with your help, between 
now and four o'clock, is write .something out 
in mw own handwriting, whereby I will say, 
"!~ow, gentlemen, since testifyin~ last '1/ednesda,y 
our Tax Division have been study1ng this sug­
gestion of mine, this rule of thumb of mine, 
that we take all profits over and above six 
percent on invested capital, and the; inform 
me that it will take them at least a couple 
of months in order to make an intelli~ent 
study, and a study so that this plan Can be 
an equitable - as equitable as possible. 
Inasmuch as - I am goinr; to give you what I 
have in my mind. Inasmuch as it is going to 
take a couple of months, and they usually 
understate the len3th of time rather than 
overstate it, from past experience - " ll'hich 
is true . 

Sure, it is true. 

"I feel that I would like to reassure the 
peo~le to this extent, to say t hat we will 
study it for t he balance or this year and 
will not be prepared to present a new tax 
bill--" 

During t his calendar year . 

Now--

Pardon me . 

"Until the first of Janua~, and at that t ime 
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H.lJ . Jr : 

.iaston: 

li . lo! . Jr : 
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I rrill follow rti;f usual procedure, that I 
llill sit dol711 with Senator George and l.lr . 
Douzhton and aey gentlemen they care to bring, 
and lay all the facts that we have studied 
in the Treasury before thorn for their advice." 

Now that is somethin:; that I have been think­
inr; about, and this lS largely a me.tter of 
puolic relations. That is •ney I have "'ot 
three newspapermen here . I will startuwith 
the senior, Mr . Gaston, and we will go around 
the room. That i s the sort of thing I had in 
my mind . 

-::ell , m;• feelinr; about this is tha t I wouldn't 
put out anything that looks like a correction 
at this time . I don't believe - you wi l l get 
quest i ons on this thin~ . I don ' t believe 
I would volunteer anythinc on it . 

Well , it is easy enough to get a question. 
Well, Herbert, can I - -

Yes • 

\Ve do have this, and this ti:inz is bothering 
me . We do have, for in~tance , a lfavy con­
tractor coming over and sa;rine; , "I am about 
to take a three million dollar contract, but 
I am not goine to take this thin; until the 
Treasury tells me 11here I stand. Now, the 
thing is so bad on the contractor, end it i s 
awfull.r easy to get a e;oat at this time . I 
don' t want to be that goat . I understand 
there are several of tliera in correspondence 
with us, you see. The people are excited. 

How, if t hey felt that this thine; was going 
to be very carefull.r studied for two or three 
months by the Treasury, and then I vrill follow 
the usual procedure sitting dovrn. At least 
they know I am not goine to do this thine -

. 
• 
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not going to rush iL . There won ' t be 
any more t ax bill on 1940 taxes . 

I t hink they our,ht to be told that in re­
sponse to questions, yes . I think i t is 
all rieht . I don 't think you need to IITite 
anything out. I wouldn' t make i t at all 
look as thou&Jl it 11ere a prepared statement 
because l think the thing is so simple i t 
doesn ' t need to be written out at all. I 
would make it perfectly offhand in response 
to questions. 

What woul d you say? What kind of question 
would you 17ll1lt and ho11 would you want, and 
hor1 would you answer it? 

Well , the question i s, is there goi llJ; to be 
any new tax bill this year? A new corPora­
tion tax bill this year? "'Nhy , no, I don't 
think so . In an offhand statement of ey 
belief before t he Committee - of course, it 
i s a thing that takes a lot of study. I 
don't think we coul d possibly get a new bill 
before the first of the year. " 

You will get a chance at rebuttal , iiarry 'l 

I see the need, possiblJ, for reassuring sooe 
people. I don ' t like to include in your 
statement that "of course, this thing needs 
a lot of study, " because the statement h&s 
been made, e.nd, "i'he time to study is before 
a statement has been made," is what others 
mi~ht say, and I don ' t think you need to 
ac~ept that . I t hink it would be possible 
in response to a direct question: "I s there 
"'oin~ to be a tax bill this year ?" to say, 
WNo ,~ '~nd is the Treasury preparing a draft 
of a bill on this six percent?" You say 
that your staff has been working a~d i s work­
in~ to work out the details of a b1ll of that 
k~d, but it is a long proce ss, but in any 
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case the - the;r are not av1aitine- ?reasur-r 
action, that that is a mat ter for Conrress· 
and, "Off the record, boys, I don It expect ' 
that Congress will take this un this ;rear 
even if they take i t up next year ." 

7/hat do you mean, "They are awaiting action"? 

I mean Congress i s not eoin~ to take this 
up the moment he completes a study of it . 
That isn't what i 3 holdinu the thin, un. I 
think I would attempt to f;:ive the ir;;pression, 
which is true, that this s a matter for 
Con:;ress. "The statement of six percent is 
my viet: of the general p:oinciole ~Yhich should 
~ide our action on that r.~ tter . " I don' t 
think I would be apolo~etic . I don 't think 
I would say that it wi 11 take several months 
for them to work out the details . After all, 
if the se men are worried about that, they 
are not worried about \That hannens in the 
next few months . \'/hat they are ·:.O!'.•i ed about 
is the profits thnt they ma;r not ~et next 
year and the year after . 

Yes, but there is one thin~ at least, Harry, 
which I can l ay to rest an;{ ;:hich I would 
like to and t7hich has been raise<! . ?his is 
not some thin,. which I expect - nhich ! expect 
to apply to Y940 business . 

I would say that definitely. 'That I 11ould 
say. 

That was the impression of the people who 
are writin:;, that this was to be super im­
posed on 1940 taxes . 

On 1941, that is . 

1941, yes. 

'.1ell, you coul d say that . 1 mean, i t would 
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seem to me that you can say anything in that 
line so long as you are, (a) not apol ogetic 
(b) make it appear that upon further study ' 
you might 1vi thdraw. Beyond those two things, 
you can say anything you like. 

Roy? 

I didn't quite catch the last. You mean he 
should not indicate that you might withdraw? 

He should not indicate that he would withdraw 
from his adherence to the "eneral principle. 
If there is any emphasis to be placed on 
his further remarks, any expansion, it should 
be in the nature of, well, that is a general 
approach, obviously. When you get to writing 
a tax bill, there are all kinds of condi­
tions that have to be met, all kinds of in­
equities that have to be ironed out , and 
all kinds of exceptions that have to be made, 
but the sta.te1nent of a general objective, 
a general principle, stands as my philosophy. 

I would be very careful. I would agree 
wholly with that . I woul d be very careful 
not to give any indication that you are 
backing up from your position. 

Do you think my position is all right? 

Yes, and I think you should stick to it. 

Listen, the only people for me no1v are the 
non-Partisan Lea!rue . I would have been the 
last per son to have suspected you of being 
a Non-Partisan Leaguer . It is a very 
interesting thing, because I made the 
prophecy here over . the weekend that if I 
hadn 1 t said this thing Nye and ~eeler and 
the next thing - I think I said 1t to you -
that the next thing they would be attacking, 
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they said that the movln.3 picture people 
1vante::l to hel~ England ln order that thev 
coul d ge t theu mone;r out of En"l and .for· 
moving pictures . So I said the .. next thing 
they would at tack would be the war uro.fit 
motive . Kow, they haven ' t done it yet , 
but if I di d nothin" else , it removed that 
very important se~ent or the .front . 

Of course, I don ' t think ;rou will ; et any 
six percent bill, and I don ' t think ;rou do 
either, but I think it is a -;ood thin~ to have 
said to indi cate ;~our line o.r intentions. 

That is what ;•Jalter IHnchell :;aid last nig:tt . 

Mr . Secretary, I t hink you are goin~ to con­
tinue to ge t att~- a criticism fro~ var ious 
sources includin · tho3e who f or one r eason or 
another don 't nant to expand their plant or 
undertake r.ove rrunent contracts, but I think 
you are goin~ to ~ot that unless you completely 
recede .from yo~r position • 

!fo, I run not ,..oin:::- -

I t:~L"llt it would be n ·rave error --

<:ven the Chnirlll.'lll of the Utah Construction 
CompllilJ has let me do1m • 

lias l e t 7ou do1m? 

Sure . 

Today? 

Did heoppose it on the Hill ? 

Yes . 

[e ~-:ants hi -:her t nxes , but not qdte that hi!;h . 

' 

Regraded Unclassified



Gaston: 

J!,J,:. Jr: 

Schwarz: 

ii .!!.Jr: 

::aston : 

Schwarz : 

H.L;.Jr : 

Bloujl : 

Cnston: 

Blou;;h: 

- 10 -

I would hate to volunteer anythin~ that ~ould 
look as though you were cral'lline do1om, 

The other day I rtanted to P:ot over my point 
and I t old Chick to ask th~m a quest ion, and 
the bo7 did, and I got over this whole 
stor7, idea, about whatever I said--

Taking the profit motive out o.f war . 

It was good enough that the Post ran it 
verbatim. 

There is no reason l'lhJ l'le shouldn' t make a 
direct positive answer to the question: "Is 
there going to be any ne1Y piling of taxes 
on ' 41 income?" "No, it wouldn't be fair . " 

The question, Herbert, will be : "How are 
you coming on your bill?" because you have 
told them that there is a bill. 

·~ have told my tax section to do it, and I 
have had a conference vrith them toda;,· , and 
I find that they can' t - thei certainly can ' t 
eet ready before the new bill comes up for 
administrative changes." 

'.'ihen does that start? 

As I understand it, they are plannin". to have 
that started - introduced before the end of 
October. 

There is no hurry about it anyl'lay, because 
you a re certainly not going to make it apply 
to ' 41 income , and there is plenty of time 
for a bi ll which applies to - you are not 
going to make it apply to - yes . 

Retroactively. 
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Retroactively, and there is plenty of time 
for a bill which will apply to the following 
year. 

And your division is working out the details, 
as you said, in order to be ready should 
Congress call for such a bill . 

The outstanding question that we are getting 
is, will it be retroactive, even if it is 
next spring? 

Yes . 

You can give them something really definite 
then and shoot it right at them frankly and 
that is a good story. 

I can if the President doesn't throw me 
down. I don 't think he will. Well then, 
let him take the brunt . He ~~n•t •. I am 
safe. 

I think thi s sounds verr good. I felt fairly 
happy when you were maklng your statemant 
as long as you stuck to generalities . I 
felt a little less happy when it came to 
specifically saying a hundred per cent and 
so on, because while six per cent is enough --

Who asked me the question that day? Who 
was the fellow'! 

Willi 8.IIIS . 

Was that the result of you (O ' Connell) ane 
Harry having lunch with him? ~~y did he 
ask that . 

It may be. 

You know I thought of that the other night. 
I said, ~o wns t he last person who Williams 
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saw," and I said, "It was White and O'Connell 
and that is where the damn question was ' 
plant ed. (Laughter) 

I wouldn 't be surprised . 

You would think they would give you some 
intimation. 

:Vell, they would if they were palsey-welsey . 

Bt;tt you see, we kno11 what the Secrete!"/ 
Wlll say beceuse we know his heart is in 
the right place . 

I woke ut in the mbdle oi' the ni &tt and 
I said, ,fuo did Williams see l as t ? It was 
l!ari"J White and Joe 0' Connell." 

J(o , Joe dropped behind for a second or two. 
I don' t know what he .said. 

All right. lio;1 far had we gotten? 

As I say, I certainly would quite agree 
with your ~eneral statement, namely, that 
in ti~es like these six percent is enough 
to receive . I would hardly be in agreement 
with either, (a) that six percent is enough 
to have in prosoect !'or everybody in view 
of the r isks whlch are involved, or (b) that 
you can take a hundred percent over that 
without having a lot oi' inefficiency and 
extravagance and so on. But it seems to me 
that your position is a i'ai r.ly eood one. 
Your statement was fairl;r general. '.'le could 
allow six percent return on capital and still 
mal:e provisions !'or a lot oi' things like 
personal contr ibution, the c?ntribution oi' 
the ovmer-manager to the bus1ne ~ s by a 
salary allo~ance . You.could.even, I thi~~! 
introduce, and not be 1ncons1stent, a spec1al 
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risk allowance o£ some kind in cases of speciall·, 
risky businesses. I think you could ~et around J 

this difficulty of no inducemont by doin"' 11hat 
the English have done , namely, providineuthat a 
portion of the tax should be--

l was about to say tha·t it seemeHo l!le your situa­
tion was not at all bad on this . B7 special allow­
ances of the type I have mentioned, by perhaps doing 
as the British have done, providinl; for a return of a 
portion of the tax at the end of the 1var, by provid­
lng for making sure that this i s an averaee of six 
percent over a period of years and not just six per­
cent as of a specific year, by perhaps providing 
for a recasting of the profit p1cture at the end 
of the defense period after the slump, you can do--

What did you say the English did? You started to 
say. 

The English put on a hundred percent tax - not 
above six percent but on prof1ts above the present 
11ar leve.L, and then they decided that was too much 
but rather than lo11er the tax, they left the tax 
at a hundred and then provided that t11enty percent 
of that should be put up as a credit to be paid 
back afterward. 

;'fell, acording to the former manager of the Nel'l 
York Times Bureau in London, that isn't quite 
what happened. He said the To~J Party ~ad a 
campaign pledge whi ch 1ms very intereshng to 
me. 

This is the Tory Party, a campaign pledge , that 
they would take everything over six percent. He 
said they had to go through with the1r pledge and 
that when they did there was such a holler t~at 
they had to throw in the twenty percent credit . 

I think that is correct. 
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::ut th::.t the Tor;,' ··art~· :ho\.1.: :.c'le :;uc:: 
r. t l.in;; a:1d Lad it' f or rcan to ;.,e is 
intel'estin~ . ' 

The;; :r.ade it a General i.:otors Acce;)ta.'lce 
CJr~oration , six percent . ~heir slx 
perce:~ t -.,l an , .,·ou !::iOI':, is bet·::ee:~ eleven 
and t:·:el ve . 
It ·::as done as a result of t:1e sa.1e kbd o: 
hulla!>aloo t:W.t i:ye a."ld his part¥ raised 
in this coa'ltry. Thez had t he counterpart 
of tha t in 21:;la."'d and Che:lbcrlai::l had t o 
:::a~:e such an unde:-ta!d::;; before the7 ·.~ent 
i nto t he 7:ar . · •. as tha t right, Harry? 

I don't knor. . 

r: he doesn ' t knorl, then you are right . 
(Laught er }. Arc you throu~h , ~oy? 

Yes • 

.. ell, all of t hose t hi ngs 'JOU say, if I 
t;o t in t o ':hat toda;,· --

;;o, : don 't r:ant t o Get in t llat . : bin/. 
you are per fectly justified L"l t;oi~ elon~ .. 
;·:i t:1 t he su;;;;est i ons t:adc h~re because I. ~:n:1l: 
r1e can follow throuj;h and ;;1 ve ;rou so::tebl :!£ 
:·:hich :·.ill stick to ;rour principle and, a t 
t~e s~e tioe, not ruin t he co~try. 

·;:ell, can you uake it as ~;ood as t he Tory 
par-t:r? 

·. :e.ll, t hat was bad, it seeDed to t:e . 

The~· are good boys . ;: ow, lin ri"J, you ~ve 
~;ot an ensr.er . 

It was soma thine alon- the li:tes of t his ki:l-1. 

• 
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I think.you can dispose of this question 
very br1efly and very quiokly by saying it 
isn ' t somethin~ that is coming up this 
year and somet1me very soon, and it need 
not be months at all; I think you could 
get somet hing satisfactory in a week or 
tVIo, you could have a statement of nl.!f 
tax phil osophy TTith respect to earnings . " 

You don 't have to write a bill . You can 
say, one, two, three, four, and then you 
can use these various aspects of the bill 
that you would, I am sure, approve of, which 
would be in haroony with your six percent 
and yet answer most of the criticism against 
it and that could be ~ tax philosophy 
with regard to the six percent profits. " 
In fact, it could either be t he subject of 
another speech or it could be another 
statement, and I think it would be a very 
excellent thing. 

Well, Lubin at lunch said two things 
which impressed me. One, you will never 
lick the high cost of living until you lick 
high profits. That was number one . And 
the other thing, he is very insistent 
that I talk to the two big labor organiz­
ations . 

It would be an ideal place to develop i t . 

You just jumped the gun. If I was going 
t o do it, Seattle would be a nice place . 
\That is that, A. F . of L. or c . I.O. ? 

A.F.of L. 

That would be a nice audience to do i t. 
I didn't realize. Lubin says you can get 
on a plane here at five o' cl ock in the 
afternoon and be in Seattle at eight o' clock 
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the next morning. I didn't know t hat . 

Non, in a speech of that kind, you see, 
you can have adequate time to pay your 
respects to the neoesaity for proper 
incentive. You can do i t up brown . 

Now, are you through, Herr;? 

Yes, I am through. 

\"!ell, you are through f or the mo:nent . 

Through for the moment. 

All right . 

I think llr. Gaston and Harry are not very 
far apart . It seems to me that you 
ahoul a say something very simple and the 
reverse of baing apologetic because I 
t hink it was a very good statement, it 
seems to me, and one that you should be 
willing to defend and no t at all appear 
to be on the defensive . On the exact 
language, I thought what you said when we 
started off was pretty good. 

\'1ba t was that? 

The statement that you made to the group as 
we sat down. Incldentalq, I think you 
may find, to your surprise, that you will 
get some sup~ort from some people other than 
the Non-Part1aan League . Sumner Pike, 
Canmissioner of SEC, who is not a radical, 
told me he t hought it was fine and he was 
all for it . 

Did he say so publicly? 
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1/illiams, also, uho l'tas t ho one nho brought 
that answer out, is in favor of your 
position on that . 

\'/ell, if sor.1e of those people would come 
out publicly, it nould make me loss lonesome . 
(Laughter) . 

I nill see what I can do . 

\','ell, you wi ll all get a chance. 
got lots of time. Chuck? 

I have 

I feel exactly tho SL~c nay, that a short 
and quick answer to that question is the 
right nay to handle it, because I think 
that there is a &ood deal of silent support 
for the cause t hat you made. Six percent 
on invested capital is a different thing 
todey, with the huge amort izati on allowances 
that are being granted, than it was a year 
aeo . 

Let me ask you this and I will just show 
oy ignorance . An I not correct - I r.ouldn ' t 
make this statement todey - that a very 
laree propor tion, I nould say certainly 
ninety percent - let's say ninety percent 
without arguin&· It may be ninety a.,d ~t 
may be ei~hty percent - of the uoney r;hich 
has gone Ln to private expansion has been 
advanced by the RFC . I mean, just --

That is right . I t hink i t is about tr.o 
t hirds. 

\'!ell, as I say, t he percentage i s unim?or­
tant . But let ' s saj" seventy-five ~o m nety 
percent . And that then t he man r:r1 tes 
off one fif th each year . 

That is right. 

"~ . ,, 

• 
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They put the money up? 

Vlai t a mi nute . 

Excuse me . 

I an just asking that, where the Government 
puts the coney up. 

The RFC put s it up in two r~ays . One r:ay 
t hey advance it t o the manufacturer and the 
manufacturer takes no risk at all because 
the RFC throu&h one of its subsidiaries 
takes title to the plant and loans it to 
him. He has t he free use of it at a 
nominal rent during the emergency. 

They lend the plant rather than the money? 

That is right . 

And at the end of the emergency, what hold 
has t he man on the plant? 

He has an option to buy a t a price which is 
in the contract. 

At his option? 

That is right. 

Is there any demolition clause in that, where 
they keep it? 

llo. 

The RFC can say "If you don ' t want it, I want 
it"? 

"If you don ' t want it we are going to give it 
t o t he War Department . " 
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But ther e is nothing in there that they 
have to destroy it? 

No . On the contrary, they can buy it. 

But that is where the RFC lends the plant 
to the manufacturer? 

That is right . 

Do they charge him ony rental? 

It is a notline.l rental , 

\'.hat is the other plan? 

The other is straight loan . Either the 
RFC or pr ivate banks loan the manufacturer 
money and he builds a plant . Assuming 
that he is not reimbursed in the price of 
the product he sells, he is entitled to 
deduct one fifth of the cost of that plant 
every year . 

And at the end of five years --? 

He has it completely written off and the 
plant belongs to hio. 

It belongs to him? 

Yes . 

Can he destroy the plant if he l'lants to 
at the end of five years? 

Ue can do whatever he wants with it . 

\',bat is the thing Greenbaum spent so much 
time on·? 

Dete!'Ilining whether or not the manufacturer 
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has been reimbursed in the price of 
his product, 

That is the simplest explanation I have 
gotten yet . 

Because if he is reimbursed he can 't take 
amortization. 

But isn't it the accusation that they get 
it both r.ays? 

Yes because the accusation is that the 
r:ar Department is leni ent in --

10 1 

Isn't that the thine that the Rosenoan 
meetings - Vlasn' t that the whole discussion, 
that they are getting the thing twice, 
where they put Greenbai.UI\ on the carpet? 

Yes . 

The fellor. - OEM fellow put him on the 
carpet? 'iiere you there? 

1/o but I heard about it . 

I sn't that the thine they accused thee of, 
of getting it in the price of the article? 

That is right and also getting it in the_ 
amortization. He can get them both prov1ded 
he protects the Gover~ent's interest ~y . 
agreeing not to demollsh so that he - 1t 1s 
very liberal. 

I just ¥;anted it in my head. I don 't expect 
to use it today. But r1hen they talk about 
business initiative and plant expansion, 
it is just zero because tho Government takes 
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the initiative . You either lend them a 
plant or you lend them the money, in three 
out of four cases , 

That is right . The manufacturer isn't 
running any risk, as far ao plant expansion 
is concerned today, 

I am right, am I not? 

That is right, a hundred percent. 

I don ' t want to use it now but soce day it 
may come up. This talk about risk and al l 
that, as though the American business can, 
the great hero, is eoing out and risking 
his money 1 m:y eye. '1/hat? 

That is right. 

Now what about this thing? ' .. hat about 

Today? 

Yes. 

I think -- that i s why I think you should 
stand your ground and not give any grol;IIId 
at all. Sim?lY say that there is nothing 
pending for - that will apply to 19~1 tax. 

Just say that? 

Yes . 

And nothing else? 

No , 

Do you nant to say anything? 

lio, I agree , 
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Ur. Ferdinand H. Kuhn, Jr. 

I would alv;ays stick to the big principle 
in anything that you say about this because 
so muc~ of the discussion has gone a~~y from 
the prLnclpl e, which is that nobody is to 
make an inordinate profit out of this 
defense emergency and Senator George and 
Doughton and everybody will have to be with 
you on that part of it. 

Non, it is not as if this nas sonething 
new but you have said this several t imes 
and I have found your statement to the ':lays 
and Ueans Committee last spring. 

Vihat did I say, J.:r . Kuhn? 

In which you said, "l'le all want labor to 
earn fair wages, the farnter to have a 
proper share of the national income and 
bus1ness to make a fair profit. Please 
note that I used the t erm ' fair profi t ' . 
llo business, no Americans, should make 
inordinate and excessive profits out of 
this national emergency. 

"The Congress has tried to deal with the 
problem of defense profiteering through 
excess profits taxes . '.le all kno" how 
hard it is to devise any excess profits tax 
which is a hundred percent protection 
against defense profiteers but I hope that 
the bill to be r~itten by t hi s c~ittee 
will be helpful in reducing the evil . 
The American people do not intend that any 
of their number shall grow rich and fat 
out of this country ' s danger. They. 
will, in lllJ" opinion, support any fa1r ~nd 
workable tax that \"lill hillp to keep this 
froo occurring. " 

\"/ell , that is the principle - that is the 

103 
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same thing that you stated to the 
cOI!llli ttee up on the Hill last 1\ednesday, 

\'/ell , I don ' t think I would show that to 
the boys . That is an excellent statement . 
I don ' t think I would show it to them 
today because that sounds apologetic, 
don ' t you think so? 

It is not the saoe position he is taking 
no:v. Tha. t is a question of mr profits 
and the fundamental situation thB.t the 
Secretar1 is non takin& does not relate to 
Tmr pro fl. ts. 

That is right . 

It is a question of sncrifices on the part 
of all in t ime of war . 

That is right, but when you talk of defense 
profits you talk not only of profits on 
defense orders but profits that come from 
the activity produced by defense orders. 

\'/ell --

But the principle seems to me the same and 
I think the Secretary - -

I shouldn' t agree the principle is t he 
same at all. 

You don't? 

Ho . The company may have been makinc a lot 
and may continue to make a lot. Defense 
may have very little to do r1i th it . 

Coca Cola. 

The¥ are not defense profits and yet they 
oue;bt to pay, 
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Just the same as t he soldier, He was maki nc 
a livinc; before the \'lar s tarted and suddenly 
he finds himsel£ earning twent;;-one dollars 
a month. He can fall back on that , You 
demand sacrifice on the part of everybody. 

•::asn' t t he Secretary ' s posi tion the other 
day one of broad principle 11:1ich Senator 
Geor ge and. Dou;:h ton and zo on r:oulc!n ' t dare 
to challen1;e'? 

I a:l in a~ree:::en t on that , the. t he can 
rei t erata tine and a~;ai:l tha t "I don ' t believe, 
Tthil e the soldier," etc . , et c ., t hat business­
men ought to be makinc oore than si x percent . 

Don 't you t hin!: that he ohould r eiterate 
it? 

The pr inciple? 

The principle . i.l1enever t his comes up 
for discussion on t he detail . 

I would keep this thine as simple and 
straightforr.ar d as possible , Ferdie, as 
simple and direct as possible, because 
ther e nay be a snart reporter here. That 
is, he nay start to ask you, pinning dor.n 
now, 1·:hether you arc talkL'lg about principles 
or sooethinc specific, the six percent t~x 
and so on, and if ther e is SOJJebody r:ho 1s 
hostile and soart ho oi rftt i nterpret it 
in to a positi on of wi thClral'ml, ret i rem en t, 
and r:e don ' t r;ant that . 

r: o, I t houcht that it would be stren,s then~·'L 
if the Secretary were to stick to that 
princi pl e publicly . 

It see::LS to cc t hat you hnvc sc.id t r;ice last 

• 
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week. exactly 11hat your position ·.~as and 
noth1ng needs to be ~aid at this oeeting 
today other t han that lhere is not &oing 
t o be a t ax bill this year or that this 
tax that Yle propose 1'1111 not be apolied 
to 1941 income . · 

Can I leave? 

Sure . 

!lave a good time. 

Do you r.ant to sa:; an:;thL'l& about s::111ll 
business? 

No . I did at first, but in vie11 o.f this 
conversation, unless somebody sa;rs sollething 
about the small business man, then I vrould 
sa'J. "Don 't make oe laugh ." The Treasury 
has always l ooked after the small business 
man and alv1ays will. 

That is right . 

See? And these crocodil e tears for the 
small business man certainly give oe the 
horse laugh. 

\'le have:~' t heard o.ny criticise .fro:n the 
groups o.f small business ~en . 

These crocodile tears .for the small business 
man. ·:;hat? 

I think a great weakness o.f the case against 
you is t he crocodile tears about the sr.mll 
business man . The great strength o.f Y?Ur 
case is your position toward small business . 

You know, that is misunderatood, that question 
o.f the small business man, and I don't think 
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you should be - recede on that . The snall 
business man is not tho one nho suff ers 
f rom this six percent . In fact , mos t 
small business men, lf they took - as I 
take it your plan l'lould pemit - an adequate 
\':age for thei r services , ther never make 
more than six percent on the1r invested 
capital. That isn 't where the inequities 
cooe on the small business man . The 
inequities come on the businesses of 
higher risk, if you can pick them out. 
The Lord kno·,,s how you can pick thel:l out, 
incidentally. I would like to see Roy try. 

I agree . 

Well, now, let me just give Schwarz a chance. 

I would be careful, Llr . Secretary, this 
afternoon, not to say that there won 't be 
any nevt tax bill this yoar but that this 
proposal that you have made is now being 
studied and it ·:~on ' t be ready for any 
consideration that might apply - any 
consideration by Congress that miGht apply 
to 1941 incow.es . That is the principal 
point that we have been --

You think there miGht be another tax bill? 

There might be and I don 't think you should 
make a statement that would hold you 
responsible for Congress' action . 

Chick, suppose you have somebody ask me, 
is this thing going to apply to 1941 
business, and my anal'ler is no because I 
find after talking it over with our tax 
experts that they can ' t possibly get an 
equitable bill ready under several months . 

Why Ttouldn' t your answer, /..r . Secretary, be 
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"no" f or another reason? 

Don ' t you like that? Is that a slur? 

No, I don't mind that, but I think the 
real reason why it shouldn 't apply to 
1941 business is that before it is passed 
1941 wi ll be passed too and that ~ou don't 
nant a tax of that rigidity and s1ze 
levied retroactively, 

J:o, that isn't it. I am sorl"'J , As a 
matter of fact , that tax division couldn' t 
draft a bill under two months . Let ' s 
be honest with ourselves . 

1.'1ell, we have got a draft , llr. Secretary, 
but it isn't any good because we haven't 
solved these problems . 

Then you haven't got a good one. 

No, we haven't got a good draft and we 
Tlon' t have for two months . 

\'.ell, there you are . tfobody can draft a 
good bill that is going to take care of the 
people who should be taken care of under 
a couple of months. 

I would repeat nhat I sai d at the beginning. 
I don 't believe you can in any amount of 
study r emove a gr eat many inequities and 
hardships . I t hink in the course of a 
couple of months r1e can do probably as r;ell 
as >le could, however long a t ime you take. 

I think I have got the answer . You see, 
you have got to l ook at this thing from the 
human standpoint . I said there is no 
reason why you can't introduce two tax 
bills , "Have you asked your people t o start 
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a bill?" I said yes. The last tax bill -
how long did it take to prepare the last 
one? 

The last bill, Tie went before the Committee 
on the 24th of April. 

But before that? 

The bill started on Pan-AI:Ierican Airways 
on the 26th of llovec~ber or thereabout, and 
you - -

And when nere you ready? 

I don ' t knor~ as we ever did get ready. The 
thing began to shape up and I think it was 
in fairly definite form by about the 
middle of March or thereabout. 

\'/ell, does anybody see anything apologetic 
in saying that in order to do a good, 
equitable job, i t takes a couple of months? 

And we are asking for a lot oore than the 
bill did last year. 

And therefore I would like to let the tax­
payers of America know that I don ' t propose 
to raise this question on 1941 income. 

I think that is O. K. That is what they 
want to know. That would squelch a lot of 
the cri ticiso. 

I don't know. I am n l ittle bit troubled 
about t he tone and the implication . I 
want to let the taxpnyer3 know two things . 
In the first place, it appears as though 
there has been trenendous pressure brought 
to bear on you and you have been forced to 
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make that public st atement . 

In t he second place , it seems as though 
when you are ready in two mon ths this 
thing is ~oing through. I rather l i ke 
your origmal statement, the bri efest 
statement, that this is not going to 
apply. You don ' t have to give any reasons 
why. In your opinion or de.f initely, this 
isn't going to apply to 1941. In fact , 
I think your ansner could be reduced to 
a "no". Let somebody ask you, "Do you 
propose this tax bill to apply to 1941 
incoJJes?" No, let sollebody else say, 
"Is the tax bill ready?" 

You can say, "Oh, well, you kno11 how 
tax bills are. It usually takes a few 
Donths to whip t hem into shape . Even 
then we don ' t know when Congress nill be 
ready for it . " And I r.ould drop it. 

That is right . 

That is right. 

\'1bat do you think? 

I agree a hundred percent nith Harry. I 
woul d bring out the fact that i t will not 
apply this year . 

1::o 

./ell, if everybody is satisfied, then have 
somebody ask me the question, is it in my 
mind that this should or should not apply --

I think it is important that you ind~cate 
that it nasn't originally, the ques t1on 
wasn ' t raised. 

llo, I didn • t say that. I said you could 

• 

' 
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have tvto tax bills . Don 't sa~ that , t hat 
is eoing too far . Just sny, •:lr . t:orgenthnu, 
t his sugcestion of yours, is t hat to apply 
to 1941 ~ncome or not'?" I can say, "lio , 
it is not . " 

That is perfectly adequate , perfectly O.K. 

Nor/ that the stock Illlrket i~ closed, ever;rbodj 
cn..'l be excused. 

Sure • 

Just a second . You fellol';s (Kades, Kuhn, 
Schl7nrz, 0' ConneD) mir;ht as t1ell sit here . 
This is the mnttor of t his disnereeable 
thing in Detroit . 
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!'~AM COCKS 'AN EAR 

City's Juke Boxes Ring Gona 
Selling U.S. Defense Bonds 

0 

iJuke Boxes 1 

Tops at Selling! 
Defense Bonds 

C.tiA!iJ!td rrom h,p OM 

dop and dtopp!nc rlkkct. In t.M 
Juk• bc1Xn.. la all. \bey YIIIUd 
• doun or ., amaU pl.aoN wlUa 
mac:blna. It eou )(orcn\.b.&u • 
pot)Cdful Of nkkdt. but the c:a.m• 
paten 0! apreac!lft& \be tune !lad 
~n .a lbol'oUih Wt be dkln'l 
ftnd a matblne w1lh0ut lbe tun.e. 
l•beY. ot COUI"8it, kept hl& S100. 

Sallonal entt.rt.atnment • 'III"Orkl 
maJ:Uaftts. lneludJAJ" BillboArd. 
with a tull·page ecUtorlal. have 
noted the. etrectl\•e adl·bondt·WIUI· 
muaic campa.lgn In Detroit, and 
Small and other C.lO omc:1a11 
teamed. Wednt*Jay \hat lndltna w.., p~parlnl' to copy the h1u. 

Sma.ll wlll fty to WuhlnflOn tor 
curther talk:t w1th )lorrcnlbau, 
and It wu learned Lbat SMall 

I 
miJhl be ••toantd.'' by Ult CIO to 
tb• Treuury Department to help 
mya Uu musk·boX drive artaUOl•l 
aJ :a.mpe.l.rn-

~ ... 0 comp&Alu alrtact,r have o!· 
tcrod their MlJlo, lhe J . P. Bftbul llf 
Co :p. and the Radio corp. vt 
An!erka. 

1. 
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~eptembcr 25, 1941 

t~ 

'110 .et
1
t r oti ;0~,ree.AIPrLes~ tod

1
oy nt•in tn on arti cl e i n •:l?:i~h 

l ••• 'tor 10 n L ~. ~ • ,;o~c lia tor f or Local 737 Lni ted 
:: r.A :roph uporo tors 1 Associatiop , octabllshod in conjunction 
., . •: ",o ti~ ·.•/l> s to lea ve f or .lashinr, t on today. The article 
~ ...... ·.,r 1nfor3 thnt durin:; !:cere tnry ;. or c onthau ' s recent v1s1 t 
to Jctro1t 1 he apparently had confor oncos ·:1i th ~oy ·1':all and 
tha t thin t rip to ,,ashin;; ton on the part ot' ~ru•ll l s f or the 
~·>r.roso of ilovin ; ,furthe r conversations r~i t! t .• o . e ct•e U>r y 

,. the purposo o~ acc eptin:; n11 orr i ntMont to utilize the 
• ·vorti: ln l"''O:Ss 1 o111ties o f the music bo~o3 .,"o~ t.:.1.c nromo­
.. ,~n ,..,. ~l ·,.. ... e l e of bonds ant' st{)Jnrs on , nt "'!cm-'.':'ide~ ~C!!.le . 
'h" .1. ... "\'"'~1"'10ars , ac co rdin .- to t:~is artlclo 

1 
1~ cln ~c 

! ... t .!'Ot"Vicos of ~.all t o tho rcc.-ur!f' or-::"'t:-:ent . r.e 
a • :r. '!UOStion is prominent!~· f o""~lr"" or "" ~ .;,7r'-n ... ""4 e 

...... !'"".G or . r • . or~a:-:. thau and :.~11 c~" elc '!1:: l!.!"',:9d 
C'~tginators of thi s publici ty l'ea h>ro . 

o:r r-.:111 ' s name arre ~teO. m:r t tto ticn i 1 .. , ic. ~el·• 1n 
< C'tlon wit!: some of t he unde ,•:·;orlc! acti·11.1e~ i ,-: :.Otroi t , 
~ ·,· · ·~at the ~IO headquartot•s r evealed thct ..;,,all is deC1nite l y 
•· ' '.o! i:O t' a h t :-h o;opoin tment in t l:o :'t•oe"ur y c"a'"t l'l9nt . It did 
·~· t " m<' ve r y lon-: to i dentify h im no Cine "r ~he no tori ous 
!'~ ... to ·~ r!J and !)nnde'l"ers ot tt. i s eon:l\U,lty . i!l s p:oe.ccn ~ position 

· :i c l.n t t ed !hono~;raph r por.,tol' s ' .\oooclntion i s in itself 
·• loao ot a r ae1ce t s e t - up by :;~:~all fer t! c :-urpose of com­

·c.·r ·t t h a o tn>ilar r ac!ce t eotablioho~ b: t!;o M"L. 8ot h o(' 
t:.o· •.;nni zations h ave been pu tting up strenuous e fforts to 
li10 ·llze th e Juke Box industry in ·.uyne ount:r , . t cn i ·sn . 

.. "lllll • t nn opera tor " nd i o 11~ tod on t:'c ·:r rolls as a 
• . , · or . y unde,-standin · is t.. t hi• conciliati on co,sl·ts 

'he 

·· ·" tA tho union a certa in f oe fer oac!' box :'or ;:::e ;>l'l'J1le e 
:• l ;;in the CLC uni<'n l abor on th~t box . 

o t: ics o .:· ~!lis rrcpo!": t 1on , r · 11..;e ~: ccU!~~e , !.:; " 
.. • 'I •: l.al t'la tter 1 but ·.7i"-& t concern:- ''10 r.ore tl'l:t.r. ::~::-t~ .in -

' • C"" ~·"all ' s cr1::~1nal reco.•cl t n~ tho poss i bil :l. ti~s ~!'at 
.... .,.a·r ."'n ll intc the hands o."' :lnr:;r .·Ol"O , 'll.~:ilO -~ith 

~" .... indbcrjl and tl:.o ~ubac~unnt U:'IC tl;n#. ~i-.o:· c~:: ns.•:c 
""' rC' ~1 upon :. r • . or anthau. 

n .nn~tcr of rac t , ·.1hllt> I wa s lr: .ulrln at . ol i ce J;:r:>or.l­
: c:-v. .n'll l ' 3 rocord , .!. was i ntormo;l th .. ~c·t·:c o!"le 1 : om 

• · o~ unizo. t i on ben t me t o J. t over •·.u• tc l P!'l-.one oy o.oout 
lnu~oo . don ' t bel i c·:e tl.oy cl· it OVPI' tl.e t elephone , 

t' . 'l 

cortntr:ly l>elio·Jo thn~ t: c. can nn<l .Ul ·et lt. 

't" i~O 0:;."' j1 1S -oolice !'tlCOrd 1 w.lctll .~n= b ••· ti.S.JCC~n~e~ 
. · 1:-ln Otoir f..eyday in . l cr:t ·an , •.., I ' s :.onisi:ec : r o"" 

- : ~1 r fo r r~c'ceteerin "" . 

• :'C'1ce :"~eo:~ :-end!) .3.~ Colle-: :­
·~~e t;cj "o!' Ue.:-cen:· b:· 'rlc·~ , "'· 1:· '­~~ . 

.. """"' .. - -·-

• 

' 
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.. rro•tNI 10-16- 35 Charge-pe.nder1ng-c:omplnln1n,~ w1 tness ae tty Coo':­
Court File ;:o . 53013 . Case diochnr.;ed by Jud ·c 
~weeney . 

t;har(le- p ander1ng- wnrt•nn t No . 1. 13938-Discharged 
by Judge Stein , I•OJ.lue officer :.1•:: . Clinski who 
handled this case stoto<l that a r aid IYas made 
upon a houoe of pr ostitution opernted by Roy 
Small and that the case was dismissed on account 
of witnesses d isappearin(l . She secured stn t&­
men ts from t-.o g i rls vtho wet•e irur.a tes i n thn t 
house and that Slr.all wos nt•re s ted upon the 
promises . 

'l: t • :n t ho k ind of record thet r.oul .:. c er t ainly be u!:1llzed by 
.·• s ::c~ 1n this t own, who have been st;res s1n.:; particularly 
• ., : :.('!':>l1ty ollez ed by theo to be rro•lalent ru::on . the Jews , 
x: • L•:ln thi3 as the reason r:hy .. ltl~>r h ll= been so opposed 
· : .7c..,:s . 
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H . ~.' . Jr : 

Sch11a rz: 
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Ylotz : 
•• " 1' :t . t . ... r : 

<uhn: 

Kuhn: 

!!r. Graves 
Mr. Cairns 
J.!r. Kades 

3epteobr r 23 , lOt.l 
3:10 p.m. 

J.:r, O' Connell 
'.lr. Kuhn 
~~r . Schwarz 
Mrs . Klotz 

Well, for Frank Iseby to send a man like 
this fellow Small do~n here is outrageous . 

Did he present him to you in tctroi t? 

Oh, yes , sure . 

He was convicted on thnt charge, Mr . Secre­
tary? 

No . 

ihe ~itne sses walked out on hi~ • 

They disappeared. ~his is one of the great 
things he had done, you see . He started 
ri c-ht in telling Me about it as soon as 1 
had got there. Se wonted Me t o mee t these 
union fellows the next day. 

Is that an AFL Ol' CIO union? 

cto . 
He Vlanted to put our bond song in every 
Juke box in the Ste.te of Michigan, and did 
1 t in Wayne County. J.e ceme here to try to 
get t he thin~ done nat ionally 

. . ~ 
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.. " . . :. ·' ... 

•• " y .. . . ... . 

::.". J:- : 

::."."':-: 

~." . • J!' : 

Anc ~.e pei o him to com1· h~~c . 

·~e paic his expenans? 

Yes • 

Th3t oakes it better, doesn ' t i t? 

His cla:l Y.'!s still .·ood . • u 

fet•di e , .·:ou ~ r- a - ·n • 'tc~ ~""". o"~ hftft rt 
~, ~' ' ... ,; "" .- ~ I 

! eca:tse v:~u !'ou.::ht ::1e on it ri _·ht to the 
~ . •t . -•.• er end . 

No , 1 \',as only afrai d o~ thr ':'re· :;ur~· ru,ini: 
t hrec hiUl crec thous11nd rrcords . 

Fercie ~:a s opposed to it . It ;•,as all r :.zh t . 

AJ lon~; as 1 found it woul 1n ' t cost us 
anything, it 1.as al l ri~h t . 

(:.ll' . t;r·• ves a11c :.'r. Cairns entc1·ed the con­
ference) . 

··:ell , r:e k!!O\o: no :nore arout ttr cri:li:tal 
record than ~apears in this lPt~~~. •ecause 
-;.e haven't vet heard free "<'troi t . C~ief 
·:.ilson .,honed out there ri ·hl a: tel' our 
t alk , tu t he has had no rc3ort . In fac t , 
hP. ci -n • t ask for one refo1•e three t hir t;;, 
tecause he 5ave this ~an lhol much tioe t o 
-e t i t. But I think l'oe cnn nsu:ne the accu­
rac·: o f t his !'eCO!'d . r:o\·: , I con ' t t hink 
the~·e is anv --• 

Ha ve you talked to Isety? 

I couldn ' t find I seby . 
o!'fice . I st i ll have a 

I seby ;·.ns not in his 
all in for hi::~. 
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I may get him. But tlr. Cairns and I have 
discussed this together and we don't believe 
there is any occasion for you to speak about 
this at press conference . After all , we never 
appoint anybody in the Defense Savings staff 
except aft er an investigation, and to say 
that you did have it in mind to appoint this 
man · you wouldn't have appointed him in 
view of his record, because an investigation 
would have brought these facts to life, so 
that the worst anybody could criticize the 
Treasury Department for would be one, our 
meeting this man in Detroit and two, our 
inviting him to come here for a conference. 
I see nothing about either of those things 
that constitutes ~y reflection whatever 
on you or on the Department. Nobody could 
make any case against the Treasury unless 
we had actually hired this man. That we 
couldn' t have done . 

Listen, fellow. Have you ever heard of a 
fellow by the name of Pegler? 

Yes . 

Pegler has made a story out of as much as 
one tenth as much as this. 

Yes, but he could make no story out of this 
that would reflect on this Department. 

I disa&ree with you. 

~bat could he say? 

He could say that Mr. Morgenthau invites . 
a felfO~ who in 1937 was up for p~der1ng 
and brings him down here to advise him on 
how to sell Defense Savings Bonds . 

Well - -

. 
• 
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And of cour se Ur . Uorgenthau knen what 
his record was because look at the vast 
detect ive organization he has ~ot so he 
knew, but he never paid any attention to 
that , so he went ahead just the same . You 
have read Pegler. 

119 

Well, of course Pegler is apt to say any­
thing that is extreme and --

I know, and so is ~. Ford and so is Father 
Coughlin, and so is - well , half a dozen 
other fellows . 

Let me say Tlha t I 11ould like to do. ·:/hat 
I would like to do is this, and I certainly 
wouldn' t say it until I was sure th.a t 
this record is ri~t, that upon investiration, 
the Treasury finds thn t l.lr . Snall' s record 
was such that we cannot use him in our 
Defense Savings Bond work . Give it enough 
legalistic language so that I - but I r1ouldn' t 
be even too much afraid to be sudden - I mean 
I wouldn' t make it so legnlistic, but I would 
like to come out and say point-blank, and 
get there first - I don't want to say it 
T~as brought to ~ attention. I will simply 
say, following our usual procedure of 
investigating all people that we c~ploy, ne 
find that Ur . Small' s record is of such a 
nature that ~te have decided that we cannot 
use him in connection with our Defense Savings 
Bonds. !low, whnt the hell is the matter with 
that? 

I think thi s is the mntter with t hat . I 
don ' t thi nk it has been in the papers any­
~there t hat we ever did contemplate using 
him except in an advisory capacity. The 
only reference that I knew of is this 
reference here in the,Detroit.paper where 
this paragraph here, ~11 1nll fly to 

. 
• 
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•.vashington for further telk wl.th Morgen­
lhau, ana it was learned th~ t Small might 
be loaned by the CIO to the Treasury 
fleputment to help make the music box dri ve 
a national campaign. " It has appe!t red 
nowhere that we intended to offer this man 
8 job or 8 connection . 

'/ihy do you hnve to say anything ah<>ut his 
r ecord at all? i'.by not just make some 
sort ot' a statement, sayins; that he is 
not going to be used? Y~u don't have to 
give an explanation. 

I could tell them orally, Mr. Sec t•etary, to 
the l)etroi t and Michigan people . 

\'thy d On It rou nOtify thiS man right away? 
Is he wai tlng to hear from you'? 

Oh, no. 

Listen, gents , no11 get this thing straight . 
1 am not going to r:ai t to be attacked . 
I 1·:ant to disovm this fellow. No" , it is 
just a question of how to do it. Even though 
I don' t sell ano ther record to the juke boxes, 
I want to disown hi:l . !:ow, that I an dcte.mined 
to do . Now, it is Just a question of ~hat 
is the best r.ay to qo it. 1 ~ not going 
to wait t o be attac~d. I think it is an 
outrageous thing of Frank I seby to vti ~h 
a man like this on me, and I am certatnly 
not ~oing to - 1 di d consort with this fellow 
unknown and now I want to ,,ash my hands of 
him. 

I don' t think I ,,ould speak of his past 
record . 

You are right. All we can U'J is v.e have 
decided not to use him. You are perfectly 
right . 

• 

' 
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That can be done. 

I think you are pe l'fectly ri~ht . \le can 
simply say t l. al we a1•e not ~o ing to make use 
or the service3 of !.lr. Small. 

Th• t is much better. 

T think you arc absolutely right , !.:rs . 
Y.lotz. ~.~~t ~.'rs. Klotz SUi;;es ted, 
r:e t~ould JUSt announce we are not going to 
make use of Mr. Small ' s servi ces. 

~\hy don 't you have a reporter ask you a 
quc;;tion? 

T11at would be much better. 

You cAn say, "Ahsolutely not ," period . 

That is following t:rs . Klotz ' su~bestion. 

1~1 

It is up to anyl:ody et;;e to pursue it fuJ•the r, 
hut you have alreacy di vorced yourself f rom 
any association with him. Tf you start 
talkinP about a man ' s record then it outs 

0 ' you in a vulnerable position . 

·•:ell, it puts all !'utuJ•e ap!'l i cants to lhe 
Treasur·y in a can&crous posi li on. 

···en, i t abo ro.ises t he question of r.hy did 
v.e go this far wi t hout h~vinr; le~rned mo!'e 
eJout the man. 

ask You the ques tion, ''\:ell , .)U pposin~ they 
V;hy not? 

V.'hen did you study law? 

'.~ell , I have been si ttint; in so m~ny confel' ­
ences . 

• 
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What is the answer to thcl question? 

Vie have made a careful investigation. 

Yc'\U couldn't do t hat now, If you want to 
say that , Chick, we have to go ahe ~d and 
comple t e our investigation. I think all 
the cereful investit;ation MUld be to look 
up the tetroit police record . 

\.hen will v.e ;et tha t'l 

By three thirty. 

I think you could just s~;;, •:.e deciced not 
to use him. 

I think that is ri~ht . 
not going to use h1m. 
into i t . I j ust don ' t 

Just say r.e are 
'fe don ' t care to go 
core to co in t o it . 

I s till think ther·e is so:nething in Harold ' s 
point . The Detr~it paper also !toted the 
nature of 3mall ' s connection here 1·.ith the 
Treasury. He ,,asn' t to be used by us in 
any wa:~ . He was doint; some thini: on his own, 
a volunteer service v:hich he caz1e do·,;n here 
to ci scuss ~ith us . Thai is all . 

As I rememrer what you said ~o this oan -­

~xcuse :ne . Fercie hasn't ~ead the thin~ • 
Ferdi e, r ead the thin~ that \',as sent to ne 
and let Schwarz rend tt. You 1·.ill ~et the 
i:nplication hick of thqt thin~ , botfi of 
you will. You r•end it, too, Chuck. You 
will get v.hat is hehind it. 

I r•ementer what you :aid to the man was 
tha t you woulc like to h• ve him come to 
·.~·ashin~ton to go over \',i th us a ;:lan for 
extenctng that ~.ayne Count] activi t y to the 
~est o: the count r;• . That i s as fer as you 
ever cori tted yourself . 
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Harold , listen, I have hen in the Govern­
ment service eight "ears, and you have been 
in it twentv- eight years hut the one thing 
that normally - I always say in v·ashington 
you get e.t l east one ot• tv:o warnings . 
I don't want to even wait for one. I don ' t 
want to 1\'ait to be attacked on this fellow. 
I simply Ylant to come up ancl say the nomd 
thing would be for somc'l:od{ to say, ·~:ell, 
are you using this man?" No, we just 
decided not to use him. " 

I certainly can see r.o objection to that , 

1hen if somebody attacks me I \?ill say, 
"I announced on September 29 that 1·:e we!'e 
nol making use of Mr. Small' s services . " 

If somebody in your press confer ence could 
ask that, your ansvter then coulc be "tlo, 
we are not going to use him." 

But you don ' t have to wait for verification 
if you don ' t give any reasons . 

That is right . 

No, 1 am not going to gi \'e any reasons. 

That is pel'fectly all richt, but !'or yo? to 
bring this up yourself, righ~ out of.t~tn 
air, woul d be terribly bad, 1n my optnton. 

~.'ell , we can .:;et t he question, "Are :;ou 
going to use --" 

"Is 1'r !toy Small ~oin" t o be appointed to • • 'fl y II the Defense Staff tn M1chigan? 

Yes . 

123 

~:as there ever any question of his being ap­
pointed to the ~efense Javincs $~e.ff? 

' 
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Well, just some quest ion, "Are you going to 
use him i n connection with that'?" The plan 
was, we were going to use him to help 
sell the thing nat ionally, not just at 
Detroit . The man was brought down here to 
help us get all of the - all of the juke 
boxes and he did help us. That is the joke 
of it . 

~ell, no more than to make a plan. If 
this thing happens , that plan collapses 
~e will have to make another plan. 

That plan collapses'? 

Yes, because Small was to be used as an 
important cog in tha t 

How wos he going to 1:-e used'? 

and 

Contacting his organization throughout the 
whole count ry. That was Stnall ' s part in 
that . 

well , I would drop the plan. 

Of course ~e will drop it, but nothing 
actually has been accomplished. 

I f they ask that.question and you an~wer it, 
does it necessai'lly mean that they w1ll make 
use of it , that they will print it? 

Not necessarily, but the record is there . 

They will use it. They will send it back 
to Detroit . Chi ck will tell them that this 
i c for t he Detroit papers . 

Yes . 

And the Ford organization, y;hoever is ..-atching 
that , he will see it in the papers and say, 

• 
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"Oh, oh, lo!orgenthau was too smart ." Or 
Father Coughlin, who is t errifically anti­
labor - Father Coughlin was so anti-labor 
he will say, "Well, l/.orgenthau is too - " 
here Father Coughlin, for instance, if he 
wri t es the thing attacking me , I will say, 
"Here are the stenographic notes, and you 
have got to retract thl.s thtn~," and I will 
go to the Archbishop of the dtstric t and 
tell him Father Coughlin has got to publish 
a retraction in the paper, because I said 
it, you see. 

If you make this statement you will have 
taken the wind out of any story. 

Then if they do it, if they attack me, 
I can do what 11e did before, prepare 
the letters for a basis of the suit , which 
was wri t ten, and I sent it to the Cardinal 
i n Chicago and I sent it to the Rishop in 
Detroi t , and a copy to 11hat-is-his-name, and 
just as soon as they saw I was getting t•eady 
fo r a suit, Father Coughlin backed out . Vere 
you in on those things? 

No. 

And I made them back down, I think it is 
twice now. But then my record is clear. 
Otherwise he would say, "\'.'ell, ~orgenthau 
never said he did . " Am I right on the 
slander? 

Oh, yes . If you don't go into any reasons 
today - -

But I meant i f Father Couehlin - supposing 
he devotes a page, how I employed this panderer 
to help me sell things . 

Well , there you have him. 
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And if I say here that - "Are you going to 
Utie J.tr. Small's servi ces'?" "No, Mr. Bones 
we have decided that. we are not going to u~e 
Mr. Small i.n connection wi th any T1•easury 
work." 

"Anywhere in the United States ." 

"Anywhe re in the Uni ted s tat es . " Isn' t the t 
the basi s, i f they attack me? 

That i s basi s - you have a sufficient 
basis for --

'.'li t hout that. 

If you didn't employ him. 

By making the statement, you have a psycho­
logi cal advantage. 

•hen I can go t o court, can' t I? 

Yes , but you will need --

Joe? 

I say in answer to a ouest ion l~u should say 
tha t you won't use him. That is all . 

Kades? 

I think you shoul d, Mr. Secretary. I 
was just aski ng Ferdie whether i t \":ould be 
~OsJ ible to say thet you are not ~~d don't 
1ntend to use him because we have simply 
been speakin; about int endin~ to ~se the 
se rvices anywhere, and he th1nks 1 t would 
be possible. 

I will simply say, "1 have no intent ion of 

. 
• 

. .. 
' 
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us in;; Mr. Small o.ny-f,hc o·e in the United states 
in cor.nection with any - I O.on 't inter:d in 
any '/Ia'./ to employ :.h• , Smull." 

I wouldn ' t overstate thn l, L!r . :)ecl'e tary , 
I would not ovel'-emphasizc that , because 
if you do, then reoplc are coinc to smell 
a rat. 

I r.oulo ansr.er just a direct question. 

"I don't intend to ee~plo!' him. " 

You might Y1ant to say you found it is not 
necessary to employ him. 

No. 

No. 

No, you are not enployin~: him. 

Am not and don't intend to . 

1 think there is an additional reason, Mr. 
Secretary, beside the possibili ty of Pegler 
or somebody picki ng it up. It seems to e~e 
t hott an ordiharv oer•son 1n Det roit reading 
th' t in the ner.spilpers will sa;r, "'.'.'hat kind 
of fellows are goinc to be used in the 
tefense Bond probro.m?" 

I am ~;lad you put it on the hi;:her plane, 
Chuck . 

The implications in that story ar~ even t~ough 
they might have been planted by htm and his 
group that he is goinz t o he connected. 

\"ell, I don't knor. whether he gave it out 
or \met her it is "'r•ank Iseby • 

' 
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You remember Small's line here the other cay 
a tout hov: juke boxes hed been tainted with ' 
racketeeri~g and how the juke tox industry 
was so anx1ous to get away from this --

!!aybe he has turned over a ne\'. leaf. 

• •.• to get away from this taint, thnt 
they roant to show what good fellows they 
can be? 

Don' t forget he was acquitted of these three 
charges . 

Case dismissed. He was never tried . 

v;ell , the 11i tnesses ran out on him. 

V:'ell, that is what the blotter shows . It 
is probably true . 

It says here, "Small will fly to ?/ashington 
for further tnlks 'l'lith Morgenthau . It was 
learned that Small might be loaned ty the 
CIO to the Treasury Department to help in 
the music box drive . Two companies have 
al ready offered their services to help. • 
I think th11 t is all right. Are you satisfied? 

Yes . 

I am satisfied . 

If Mr . ~raves is . 

Yes, I am, entirelv, if there is a question. 
All I objected to ~as your making more. ou~ 
of this than 1 think you should , by br1ng1ng 
it up yourself. 

O.K., Counsellor. 

• • 

' 
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Fine . 

Lts ten, Counsellor, at three thi l'ty, be been 
three thi r ty and four, if you should hear 
anivthing more on his record, let me know, 
wi 1 you? 

Well, if it is simply a verification of the 
record, I won' t bother. 

But if the man i s a lilly --

Oh, yes. 

I have been done a creat harm, injury. 

. 
• 
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T REASURY DEPARTMENT 

WASH INGTON 

Sept8mber 29, 1941. 

m!ORANDUY FOR THE SECRETARY: 

Complying wi th your note of this morning we 
have done the following since l.lr. Isbey' s visit on 
Tbursdllf: 

Schools 

The opinion here (including Odefard) is that 
Iabey's school plan needs muoh revis on before we 
can r.roperly suggest it for other States. It 
smaozs too strongly of straight sales promotion. 
'•'le are accordingly proceeding with the preparation 
of material which can go out to all States, sug­
gesting a program for the schools in connect ion 
with Defense Savings, which will be primarily 
educational and only secondari ly selling. 

I believe that this can be ready for distribu­
tion shortly. 

Labor Unioll8 

130 

We have authorized l!r. Is bey, as an erper iJnent, 
to hire on his rolls a &roup 01 fi ve or six Union 
workers to be used in procoting interest in ~he 
salary allotment plan among employee groups Ln 
Uicl1 igan. Further activity will depend upon the 
outcome of this exper iment . We hope that we may 
find material in this way to put on our staff 
pel'mancntly for use in other States 

GRAVES. 

• 
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CHESTE-R I. SA_ANARO 
&<~o a..oAO .,..~C"T 

N£WARK , N ,J 

- r· ~ •• u. · :.::.1.. Herr~· :.:o:•t.o:~h~u, J r ., 
:-. .• t • .~ o"" :.r.r: '2"reilsu:;:;t 1 

... : !.I.~ tor. , r . c. . . . . . . 

I sh~ll repot·t ro:: ~ut. .. ::tt ,.. ou .. o!":"ice 01. Octv: ~ = C 

• -· .. :--. i ~t.e .. !:!.cL t.: l !.cit ~ i t . ! f_;. VE ... 
it ;u.'t: i s!:eC in :.:::O.rch or :.p!"! l il· a SWlt!c.y eC.i ti::>n 
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lr:n take Viow Avenue 
Cambrid,c;o • *"• 

C!lostor ! • !lllrnard• Ellq. 
040 !l:?od St reet 
i'ar:nrlc, l. ow Jora-r 

! D.l!l writ1.ng to you on babel r of.' our COT.Dittee on Det'Cltle 
or :-.orvord to inquire it ;you would be will.inr; t o make a atat-t -
not too len · - tor ua or your ViOWil on the probable oond.1 t iona ot' 
:,Ja:nes n ~n our oount17 1n oaae ll1 tlor ahould aubdue Dr1 ta1n 'but 
not otto::lJ)t 4n invaaion or t ho \J .s .A . 'llo are apoclally oonoorne4 
v:th t:·o t :mc or "appeaaement" IIIIUlifeated amonr. oertai.n buain ... 
ca., , w:.o t hink t hat our OOl:EIOro1al and financial ouoo ... woul d not 
bo oox•:ouoly inJ~d it I!itler' a Gc l'l:lllny controlled a now D.lropa. 

1 havo aacurec1 a atatomcm t a gainat •appoaa&J'a• trom 't1t:f 
!'rle.,cl, 7' •o:.llla w. Is ct. and we oro anxJ.oua to 4M to that 
altlllnx• tlccl&rat i ona t'rom othor mon ot ~enoe and then to un1 te 
t!:oo l n one conmunioati on t o be d.1aaem1nated aa widely ao pon1bl a . 

I f you aro w1111n~ to lot uo hove auoh a atatamont , t ho 
O:orultteo u1ll be ~:~oat grstotul. Lot me add the hopea oxpreaaecl 
'.r; ;:.>Jr t r lond • Ulno Glodya !' . oCatt'arty • who 1G a meober ot 
t: o co-:trol oor.mi ttee or our ox•ge.niza tlon. 

31noerely your~~ . 

(Sgd) E. ~ . Rand 

Prot'eaaor or Latin 
Harvard Unl ver aity 

• 

' 
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('rOt' NO Or ! • 1': o ftaDIS, 
ltrl Lallovlow Annua, 
culn'1~1•• llluaotua.-u. 

coar P1•o!'aooor Randa 

con 
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In re~o JOIU' latter or the aut 1Datant, 1 h-.s.' 
tho etat«*lt t tg;• f:~• I \ •- t o • ~W 
to tho ~ or ttee Gil Det~ru~a, ot ll&l'YU4J but 
1m ua,.· uao It, 11' 70\l 111.eh, in 'llbo1e but not 1n pan. 

0.01810011 relating to the ~lb1llt7 ot a o.-
W •t o!' lll'1t&1n, not t o be tolland bf en at"""ted ~ 
1nftl lcn of the tln1te4 Statu, abou]d· be baaed u;>cm 0\ll' aoU.w 
~ tho 1nto~ ot 0\ll' ah1l..ctiwl'a ~. not upoa1 CIUl' s a' 
late 1nt oroata, wi th •• U t tl.e ac2a1zture or preoent .. ot~te u 
,..,. ~. Tho aoalo or wor~d.e 1Dt ol'dapen4eno1aa 1a too ~ 
ror lillY oh •rtor toou.a , IUld the oond1t1ooo flt'e t oo ol~N41 !'or a 
lOII(!or one • 

1 at praaont bol1ova thol r lnt oreat woJl d bo beat oorTad 
by a cohoront to~l orpn1&at1on or tho world pol1t1oally and 
eoonOillloallYJ IIZid that an7 mothod of aooOIIIPlillb.l.ng t hl a wl. U haw 
booooo b;y tho .. oond geneNtlao pretaa.bla to t allurao 'l'llo Dotboda 
n "JW ro• l blo ·- to bo thraa aaob lnvolvt~ !'oroo or ~~ ., 
lMa ln1t1al.17a ( l) or:-=1u.l1oo \Ul4er tho bss a :111 ot Oo~ 
L~11 bar alllUJ (2) a a!"!!:!ler author1tar1an or&&nJ.&at1cm under 
O:w.t !lr1ta1n lnc1 the Un1tod StatNJ and ( 3 ) a world tod8ral 
~ovem:.nt (not laaj!Ua ) d8oooNt1o in ults..te oriantetlan under 
th~ loadorahlp ot Oraat !lr1t&1n anl! t ho United Gtet ... 

'l'ha daraat ot Oraat Britain b7 Oen:an7 wou.ld appear to 
oll!:Ur.G.to tho .. oond and t h11'11 altomatlvaa, tho -t pl'C*1a1Dg 
.or O'.lr ,aopla. 1'ba !'lrat wou14 bo inOOQPleto , aMnlng tho 
Ce<.nol'Olal and polltloal 1aolat1on of tho t:nltad Statu. Tho 
<lt pou.1anoa o!' t he Oor:aD paopla upoa1 oxton:~&l oupplloa ot row 
tlllt~rialo tor a ubolat - woul d ooootitu t o a poralatent motive !'or 
t r.o OXIIluatoo ot the Uultod Stat .. tJo<a wor l d oooaoroo UIOOpt oo 
tot-..:~ t JortaD7 an~ bar alllu. I t l a poaalbl o tor u.e to r .tbaiat 
~n t h1o dosne ot uolat1on, t hO\lfl)l 1t wou.l d roatr1ot our wl1'aroo 
•no rootrl otlooa would be leN an• li'O\Ia but pol'hape .. .ore 11'1'1tat-
1n f . than pr obable under oont lnuod wor!d 41aor~n1r.auoo. llu.oh 
oon:u.t o:1a J:li.c;ht bo toleNbla uoept !'or the oonotant tbraa' ot 
w.r tor polltloal. raaaooa. 'fhia would oortalnl:r joopol'l11 .. 0\ll' 
... lt'aro . 

( th "ta!nat au ob rtowa are thaao1 t or ~~··r~ aoYOral 
0 or poaa1b1Ut1 .. 1 (1) a ou.-t'ul out 1q)oft De~ 
; oJlj .ot qpl.olt 1te v1oto1'7 taat 011out:h to .. lntaln 1\8 organia-

1on. I t oo.al.4 oollap ... t or .an:r raa&OOIIo It 1t did, I belln& 
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thO ·: orld •liOOrGani &at1on thon reault1ng wo\ll.d be a oalamitJ 
ovon to ua . (2) 'l'he !lritlah llligbt become total1tar1o.n o.nd a moat 
danr,arouo o.nd unooat'ortable partnar. Thia 1a an iJ!lPOrtant 
po,~ibllltY, alao leading to 41aorganluti on. ( ~) 'l'ha united 
st.~~toa !Jl&)lt !>eomM t otalitarian, ottbor raaotat or OCllll!lm1at 
•tar1ot1• Th1a woC!lc1 ~ general. l.Qpovor1ahl::lont tor t hia oountey. 
(4) 11 >torld organiaation1 H' aohloved, would not oncturo ~n rtrat 
attOtlpt . 'l'lda ia probabl.e. 

llotw1thatandlng l1IJ op1n1ooa aa eJq~rNaed I believe that 
nolttor I nor an)'Oil8 1a capable or a probab~ a~ aatiJato ot 
tuturo oondl.t 1oaa under t h o vari oua altarnativea wbloh a;v now be 
oanto::splatad. Wa ara oc:apalled to ga.bla rather c1Nrrate17 with 
tho 1ntoroata of our obildren and their ob.H.dl'an, no knowing wbat 
they wi ll think, atter ft are goae, their 1nt araata are. I would 
g~~nbl& wi th tb.a Brltiah m~d att~t to aat ~P a world go,_t. 
Rowovor, tha queatian ol better or worae l7.ta1neae aa au oh tor ita 
own so.lco n0t1 or later ae- to a or ao littlo 1J:~Portanoa in 
ooap~~rloon with tb.a •Jor iaauea that I aa unable t o c11aouaa it. 
I n taot, i t 1a a quaatiOil wb loh baa no aonaa tor •• 

. 
• 

I t \fU pleaaant to bear tr0111 lUva lloOatfart7 bJ 1our 
l ottet•. Ploa11a oonve7 to bor l1IJ baat O<'QP11 menta. ' 
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Septe~ber 291 1941 

DtiJ' J:.ar17: 

I &~:~ 1endlng ; ou herewith a coaplete (.P;:;. &LfiA 
eoYf o£ the oorrupondence that I have had e> _ v.l} 
wlth the Pruiuent in rtlj&l'd to the Ra11i an f 
f~clal situation &I it tiel in with t he 
£n:;llah. 

To date, I han had no repl;r t.. 
the Pre1idont . 

1£ter readin~ t hia correapondence, 
: ~:ould appreciate it i! you woUld tele­
p!!onc ae &I I re&ll;r t hink t he Englhh 
ahollld b.aYo an anner. 

Yours aincerel; , 

•. onorable J!arey Jlopkina, 

Tht · hi to liouae. 

13b 

• • 

' 
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Harry 
Ho;i.1no: 

r.: 

ii:~Jr : 

~: 

:: .. Jr: 

?i: 

:r.~Jr : 

:! : 

H: 

l.!!-'Jr: 

~: 

-:!~Jr: 

H: 

~!!Jr: 

H: 

\1:Jr: 

Hello. 

Oh, hello , Henry. 

Hello , Harry. 

September 29, 1941 
3:55p. m. 

I've Just read t~l s le T. ter . 

Yes. 

Pro~ t~e British. 

ThBt'~ ..... 

Ki nd of comol i csted, 1an ' t it? 

I'll eay it ' s complicated. 

Yeah. 

1
,,_ 
", 

I can see the r eal oom?lioation gets into 
this business of the British taking dollar s ..... 

Yeah. 

..... from the R\le r iana. And af ter we've 
br oken our nec~e t o provi de dollars for the 
Sr1tish to buy over here. 

And who gets the gold? I m~an, t hey wan t the 
gold. 

They want gold, too . Yeah. 

I thought •. ... 

I wond~r how much of th~ir stuff , a c tually 
though, woul d come un~er ths t eec t 1on of t he 
etur r. • 

I don ' t know. 

-

• 

' 
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H: 

Hl'.Jr: 

H: 

liY.Jr: 

H: 

i!IIJr: 

H: 

HJ!Jr: 

H: 

Jr.!Jr: 

H: 

HI!Jr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

- 2 -

I think most or it - f or instance , they 're 
selling - they're sending them two hundred 
airplanes a month. 

Yeah. 

Well, now, that would come under the section 
where they say that military aupol ies !rom 

1 • 

the sterling area-·we shall not ask tor payment 
for military aupoliaa f rom the s terling area. ' 

Yeah. Well, two things . 

Yes. 

One, don't you think that Averill Harriman ought 
to have that? 

You mean the British one? 

No, the British memo to me. 

'·"ell, he 'a got the Bri tiah - he knows what the 
Britiah financial arrangements are with the 
Russ i ans. 

Well, I wonder if he knows that they ' re putting 
a thing like that up to us. 

But I don't think he thinks- I don't think he 
has any idea or the oom?licationa or thla 
dolla r business and gold business. 

~/ell, what •.... 

You mean, what we can eay to him - you mean 
that apropos or the wire tha t went to him 
Saturday or Friday. 

YeRh. 

Your wire. 

Yeah. 

To let Harriman know that the British ere 

• 

' 
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H~Jr: 

H· .. 
·~.Jr : 

;i : 

;.::~J:- : 

!-! : 

~!·!Jr: 

( H: 

9~Jr: 

:t : 

:.: ~~Jr : 

~ : 

---:~Jr : 

'i: 

''lo~J ;• : 

~ : 

H''Jt': 

H: 

( 

- 3 -

tryi n,; t o coet gold ror certain t,'loes or 
nurchases. -

Yeah. 

I e that 1 t? 

Yeah. 

And won't he olease pry l oose that other 
sn! wer t o that wire. 

Yeah. 

You don't want him t o handle - do a nything 
about t he Br itish thing , do you? 

1 • ' • 
.. '.1 • 

No, just t hat he knows, beoauee he's- after 
~11 , he's on the spot. He's deal i ng with t hem 
ever y minute. 

Yeah. 

And I kind o f thought i t was , oh, a l ittle 
bit kind of pushing us . 

Y esh. 

You know. 

Yeah. 

3ut I've had no answer from the Pres i dent. 

Uh h~~. I haven't seen him. I SU? ?O•e he 
t ook thls t o Hyde Park with him. 

Yeah. And I'm not going to answer Bewley until 
I do hea r from the President. 

~o. I don't see how you dare. 

llo. 

Henry, I thi nk the real implication in your le t~er, 

Regraded Unclassified



( 

( 

- 4 -

apart rrom the detail or that British thi ng 
is that I think that thle thing - this vhol~ 
dollar problem vith Rueeia in the l ight 
especially , ot thla British memoranda •• : •. 

140 

KKJr: Yeah. 

H: •.••• the whole thing are all hooked up to-
get her. 

JlliJr: I tb.lnk so. 

H: I don ' t aee how ;rou get away trom the<~. 

IIKJr: That 's what I was tr;ring to gat oYer to the 
Prea1dent. 

H: Yeah. lfha t I think, the Prea1dent ebould vri t e 
you a letter saying that tb.1a all sounds a 
little complicated to me and I don't knov hov 
t o answer you and I vant you to handle all 

IIKJr: 

H: 

!lli.Jr: 

H: 

Hl!Jr: 

H: 

HIIJr: 

H: 

IIKJr: 

things concerning dollar relatlonehi pe with 
the Russians and relate them in an appropriate 
manner to the British. 

Well, that's vhat I 'm doi ng tor the Briti sh , 
the Chinese, and t he Canadians. 

If ell ••••. 

And ••... 

••••• I ca n see her e hov the Britlah aigb.t take 
your e:re teeth vbile :rou're not looking. 

That's right. Somebody ought to be in the 
position he knove the whole picture. 

That's r ight. That's right. 

That was what I was t rying to get o•er to him. 

Yeah. Well, that vaa perfectly clear to me 
that that ought to be done right avay. 

Xeab.. 
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a: He 's coming beck when - tonight or tomorrow? 

H!IJr: I understood he i s l eaving there toni ght. 

H: Uh huh. 

HlUr: Uh huh. 

H: 'Nell, let's see ...•. 

H!IJr: How are :rou t eellng? 

M: I 'm feeling pretty good, Henry. I ' m struggling 
with this Russian atut t, Airpl anes and tanke, 
a nd everything. 

h1!Jr: 

H: 

HJ.!Jr: 

H: 

!w.Jr: 

H: 

l!l!Jr: 

H: 

!!Y.Jr : 

H: 

HMJr: 

H: 

HMJr: 

H: 

Are you taki ng car e ot yoursel f? 

Xeah, within limit. I go to bed earl:r and 
try to •.•.. 

Alone? 

(Laughs) Xes. 

I see. 

I usually do. 

(Laughs ) All right. 

I certainly do , Henry. 

Well, I've got t o take your word tor it. 

Xeah. All righ t , Henry . 

All right. 

All right, old boy. 

Good- bye . 

Good-bye. 
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TREASURY DEPARTMENT 142 
I~ COMMUNICATION 

"' ..... 
s.erotarr JCorceat­

Jir. Jd1 ~ STRI CTL Y CONFIDENTIAL 
Ott1cla1 aaloo ot lrl t hh-owao4 4o14r oocurl \loo ....Ur tho n otillc or4or 

1treetlff lol>r'CI&r7 19, 194o• 

Jo. otllhuoo $ Procoo4o at Joaiul fill ... • ,.. ... . . f6 
lol4 Sbaroo lo14 ot Jca4o lol4 Jca4o leU 

Soot. 22 ~ 
20,2llo 5,000 3,010 

~ 
11,7119 31.500 16,710 

180 11,186 u ,ooo 7.216 

~ 10 1,0SS Jil Ill 
26 10 1,330 J11 IU 
27 111 '111 J11 Jll 

1,233 42,593 47.500 27,1116 

Stles t·ro• 
~.o~l. Zl6 :u.o~I.ISl Jtb.22,191«l to 9,809 ,153-1/2 ~.l!I,S~ 

Sept.20,l941 

Total 
Jtb.22,l91«l to 
Stpt .27,194l 9,1110 , 386-1/2 2S0,4J0,442 ltJj.141,216 :u,os4,927 
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tor l lu Cbawscor TREASURY DEPARTMENT 

( 

( 

( 

1.43 

11r. ,.u~ ST RICTLY CONFIDENTIAL 
Oft1chl talto of Jr1tloh-owae4 dollar aecv1Uu ater the Teot111C or~r 

ortect1 .. 1ebrua~7 19, l91l<l• 

$Proceed~ of $ ProcH4e of 
lbu-•• lo14 Joa4o lol4 !ot!l 

Stpl. 22 2.0,211<1 l•oco 23,}20 

~ 
S, 7119 1 ,780 25.529 

11,186 7,286 18,472 

25 1,088 JU 1,088 
26 1,330 JU 1,330 
27 111 JU JU 

42,593 27,146 69.739 

Salu hoe 
Job. 22 .19lj() to 
Sopt.20,1941 280 I J!Z I S!!2 JI ,Q:li .zn JlZ ,~,6lQ 

'l'olol 
leb.22,191lo t o 
Sept.27, 1941 280 , II!! ,li42 JI,OSli,227 Jli,S!~ . J2!! 

$ procoe4o of aoa- ntte4 aecv1t1U eo14 
kpt.15,19li1 to lept.20,19lil looo.ooo 

S FOCft4t of aoa-note4 • -1Ueo aol4 
Sept . l , l 939 to lept.lJ ,19li1 ilJJ,200,000 

S proeot4t of ao .... noto4 .. cv1UU ooU 
2)l.6oo.ooo 2JJ.6oo,ooo 

Sopt . l,1939 to lept .20,1941 

QIAII) fO!.U, 

9 Uatto oo14 troa &Qc.1S,19li1 to lopt.27,19li1 tor 

11 Sharto Stock ll1T14n4 ao14 troa AQc.lS,l9lil to Sept.27 ,19111 for 

35 l1chto oo14 oa Sept.22,lgli1 tor 
~R1Cbto ool4 troa Julr 211,1941 to Sept.20,19li1 tor 
55,572 Rt&hto ool4 troa Julr 24,lg41 to lept.27,1941 tor 

$42 
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F'or loli sa -'-oa.u..ncey 

Doer . . ..... 

,__,- ......... ~ • •• '*11., ~ 

............. _.,. ., ,_ '-''-., ........ .,, 19111. 

-'-•lac ,_ ..,llaUaa tn tM - _... ..,, ...... 17, 

1,-1, eWac .. lw tte••r-ah "' f11 tM lrlUek ... ln 

eat ,....,. -•" at tM ht&Nl .... rft ...., at 1w Ten 

eat ,.,. - -. ftiu ..... ••aa•-• "" "--'· ... ,~,.... 

(S!q~•c!l D W. CELl 

1.. ' · ..... ....... . n .. ,....._,, 
rMenl •- ...., at ... Ten, 
._ten, ... Ten. 

144 
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~ader~ ReaerYe Bank of Sew York 

Septeaoer 25 , 1941 

CONFIDJ:NTIAI. 

Desr Ur . Secretary: At tention: Kr . H. ~erle Cochran 

I .. enclosing our eocpllfttlon for the week ended 

Septe•b•r 17, 1941, obovi~ do11or dloburotcent o out or tho 

Prlt h h l!lrplro and French aeeounto a t t b h bank and tho 

"ettne 'b)' vblch theae ex:pend.lturee were flne.r:u:e.d. 

Fo1thfull 7 youro, 

(Signed) L. ~. Knoke 
VIce President 

Honorable Henr,r KorgeDthau. Jr . , 
Stcretar7 of the Tressury. 
Voobl~t on. D. C. 

t ncloaur·e 

1 4.5 

• 
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( 

to: 

Treasury Depar~ment 
Dlv1aion ot wonetary Research 

Da~e Septeaber }Q.. 1g141 

secre~arr Morgenihau 

H. D. lh1 te 

o1gut ot Brltllh Newspaper 
Ol1pp1Dge 

Tble dlgut ot ol1pJ11Dga ••• done aa 
111 e~perl~~e~~t b7 Mr. B&r1b. l'e ~Dk U 
1s nrat rete. UJou agree and are 1nter­
u~e4, we wi ll tum OYer the ol1pp1nga to 
b1a u tbe7 arr1n and le~ h1a put thea 
~ptb.er 1.n to a readable a~orr. 

f I 

( 

( 
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:>ro<luction and distt>i"uution i n e.ccorC:.c.!lce ,·,•itit need, 

r:.t: or t!Ail in cccot><lance :.ith e.l.ili t-; to ~urche.se, has in 

lar;;o :we.sure becolne the r ule in En,::l e.nd, ?he principle is, 

of cource, i mplicit i n any sys tem of r ationin.-. But t he v 

:ll·i nciplc must have achieved a hi:;h do::;t>co of acceptance 

7,!,on o::.c Deily Eerald can invei::;h edi tot>ially e.s f ollo:1s : 

"In ~hops in t he ~iest End of London t here uere 7ester da;r 

on sale :)Caches at Ss. each, ::rn;_:~es e.t 17s. ~d e. lb. , 

·wlons e. t f2 ee.ch. 7he sene sot>t o~ t:.in::; can be seen in 

a score of other cities and to1ms . Stupi d, vul:;e.r, trivial ? 

Stu)i d and vul ::;ar cer t ainly. ~ut trivial, no •••• 7ol' i t is 

a s:'l'•l]\.Ou of somet hi ng radically wron;:; in our war-tine 

econo~·.... These are d.a.;·s of shox•tace of labour, shorta.::;e 

or f1•el , shor t e.ce of tre...l'ls_:>ot>t ; of Ul'cent need of nll of 

t .. c:.l fol' essential and vitr.l r:e.l' services. And ;,'ct l abour, 

=~cl and trans~ort are bein~ used to produce, not ~tions , 

not csscntie.ls of food and clot~n::; ~~d iteatin::; and set>vice, 

l.ut oclons at f2 apiece. Either the.t -- or shlp:_>in:; is bein& 

u~ed to im!,)ort them. Is not t he. t a sicn and a syr.t!>tou of 

so:wthine radically urone?" 
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cJ;. Cl' ::co c.;; Llanduc'.:1o o: ti.e '.rc.ncJ OI•t and Gcnc:-c.l ··:or::crs • 

· • 1 • "urt' r ' l l t ... ... · ' t' · • r~,on ~ ..... o ·c.~ - L~ 1 ts ~..r::\. :.on o.t l.l~ trend. !:o:ne of the 

r~solutiono o,:'i'crcd at t hi s toetin.; ll.ll.l cal.llJ l' eJ ortec'!. in 

v:..~ .'~·o:;:: i.t>ulL. l.r..ve been C.enouncecl no nr.e.rc:.:~ b;r :;:):te of our 

cJI;~crv~ti·;o ne:-;s:_Ja;.>c . s over hel'c . One rosoh;tion c.do;:> tcc! 

c·.!lcC:. :or nc.tl.o:!c.lization of all :or u; of trll.lls.>ort at the 

::.·lio~t :_Jocsible =m::.ent. Its :_>ro:_Jonont, a ::r. i.rt!:u:' Doal:in:;, 

r.c .::: -;oncr:J.l score tar~' of t t.c union, in sis tee. tl.r. t tl:e 

~~ ~"!~ 1ort _Jroblcn :·:oul:. never be solved nitl,out elir.i!'..lltlon 

o. ~· c ;:'I'O.:'it :10tive. Pl'ivcto enter:n•bo, lie Sll.ld, Lac 

~i..il::.1 ·l; Jl'Ovcc1 a fc.il ure \'lith inlnncl ·:.r.tc.\ic:·s . ':l~o 

cJn.c: o:-.ce de mn<led tl.e r ationin.; oi' c.ll .:'oods , cont ro l of 

_:lee: , c..>utrol o.!" cater in.: e::'tc.blicL-w!'l.to, !lOre co~.!tmal :"eedir:.:; 

"::'ooC. 

• i p W ,. ' l • • t' t II' t l. : a :~::1 t io:l o. Tio.r , sa~c. one s:.)oc..;.:er, co:~ QUl.ll\': na ~· 

_:>rcsc:1t it i:l ~ossible for riel-~ ~co_:>l~ ~c. ot:..!r: ulo can ?ull 

:;~:·i:1 ·: :.ot onl~~ to : et ::1ore t:.an t: ... c ir s: ... ra , l.~t to c~r·::er 

~l'e :1ourizl in:; foo<lz . " 

?:.ol'e is :till Lootle~;;;iu: o.r f ood in ::.n=lend as t he 

.lc.ints or the •;rnns::_Jort ·::orl~ers indicr. te . ,._Pt t he nene.lties - . 

' 
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i:~rct. in Au.;ust by Lord ·:;oolton :_>ro•;idos ttat, fro:~ a date 

to to fi xed for each .Zood, no t raC.e1• r.la" •• exceyt under 

llccn3e, sell nn;r of the s;>ecifiec'!. fooCs, and no trncl.er :lD.J 

Lu;· u~. o::>ccif ied food unle ~s t he sollcl' holds n license to 

cell i t . !)ince t he out brenk of tho \/Ill' , all f ood retailers 

: ~·:o Leon re r:nircd to be licensed b;,r Locnl ?ood Co:1trol 

.o: .JLtccs i i' t:,e~· sol C. nn;; oi' so.Je 30 s:_>ocifiot. foo<ls 

i.l::, .:cat, ,:>Oultr~- ar . .:. all t:.c _winci:_>al :_>rovision 2.11d : rocer;r 

lte:jS, In Jul;r alone, f ooa. :prosecutions over tl.e 11ilole of 

::: .. ;l:mcl totr.lecl 2, 345, the hi :;hest nu.tLc1• or nn~· aon~h since 

t:.o ·.;c.r le:an. Onl y 1C7 or tr.eso r:cro lU'!GUCCcssful . 

A ne·.;s story re:;>orts that , f or refusin: to sell t o!:Ultoes 

unl ess custo.1crs purchased soL:eti.i n else, :'rcdericl: [er t er t 

o: :o ~:Jla.l Creen uns sent to :_>rison :or one v.onth an<! fine t:)C, • 

.. ·.:J ~r :.ns .Cined U O on each of t;-;o cl..o.I·..;os :or no t <'.is:_>la~•in: 

.•lice tickets on to;:u1toes nne. o .. ions. .-:.c :veni:l.:; St::."l<'.nrd 

: c_ o1•ts thnt "A section o.: t:..e cro\.cl at Salis bur;· racecour se 

or. :uno ::: :.mdc a hostile C.enonstl•ation n~ain~t t1:o ::~en 11ho 

zoL ornn··os c.t an excess ..,_rice , " •:'10 o•':ender s r;ere fined U O .. 
in c~.ch of f our cases; scllin:.; oro.n;_;e s dti.out c. license, 

:c.i li~ to exhibit a not ice of I:!D.xioun !Jriccs and tv.o case s of 

sellin.:; oro.n::es nt an excess ?l'ice, 
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... :1 tho other :iC.e o:' t!:e loC.:er , '~}.c Cnil:~ ~~:etc::-: 

rc..,lort!l t.hnt "~en :;uinec.s riOre ox:nrdecl n.~~o. · nst the · lnistry 

J. ooc. t·:l on su;.r.onscs agai ns t lln IlforC. store ::r.u the 

:r~:-~. orcc~ nt its :it.;rlei~h l;r o.ncl. t~e ro di s.ili ~sed nt !lontl en( .• " 

mo 1•ntl.el' l ntcrcstin;· <ievice t:hic:, l•ns evolved out 

:o1· •. J ·en •.:r.r r:or;:ers. ::efo:·c ·oin to · .. or:., 1.o:.:en call 

c! tl.c N>cer:; , lca·;c t.!! orC.er, to-oti er 1.lt! t. ccrti_icate 

·.::11 to r cr.c't· 1 or ti.en to collect M:J tine on Sc.t•trc:;;· u.' 

b 10 o ' cloc:: et ni..;ht . ':.'o!:ten t.nr uor::oro r.ro l'C}Ol''tcd ir, 

t: o :;: .>ere to be r.eli ;htecl ·;.ith ti10 scho1•1e . 

,J\ edl to1•icl i n •:•Lo ''t.nc:.ec .. or l't>ar ciian t!U"o~.s c. rc.i;hcr 

c: .• lc o. 1:i'.; cn.:. dsc . .J. · .. :.ici 1.. ..i.e Lm J~ Divis· o!'.al 

• J\) v .'leer to sa~t "'estert:o. · '::.:.. .. :.e . .> 1· . . . 
u,..· "!' " ~ u t • " . ~ · c -.lc •· · 0· _JO '.llC ::e1·e _it·e_TJC.P~C: ...... c ""~ ro. .1.0~1, vec~..t:s .. . .. ~oo~ - .., 

Lhat thev haa securoG. .lot•e t: ~r, t..cil • 
• J~ ~ut :10~ ::J nr.n;; •;;Jdr: toast tl.r.t ti.o:,· l.:<cl :;ot !Ore t:..n~ 

t" cir ::.:1.ro 

:: ::.~ ....... :~1 tJ c::cecC. oes ecJ ." 

• 
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I gave a photostat ot the memo signed 
by Hugh McDia~d to Yr . Taylor, personal 
assistant to Mr. Yorris Wilson. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON September 23, 1941 

I.!El..O!'tA!fDilli TO THE SECRETARY: 

In accordance with your memorandum of September 24, 

la41, I talked with Captain Kintner who advised that the source 

ot his intorm.ation concerning an alleged "rake-off" from the 

English on a typewriter deal was Mr. Hugh WcDiarmid, an employee 

ot the Royal Typewriter Comp~. 

Mr. WcDiarmid's signed memorandum is attached, and he 

states, in substance, that Mr. Mosely, Purchasing Agent for the 

British Purchasing Commission, has favored pers~al friends with 

office supplies business to the exclusion of competitors , most 

of the business reportedly going to Don MacDonald, a personal 

fr iend of Mosely's. 

It i s understood that Mosely is an American employee 

of the British Purchasing Commission and that he purchases, with 

British funds, miscellaneous office supplies for use by t he 

British Purcnasing Commission organization. 

If you wish, I will take this matter up with Sir Clive 

Baillieu of the British Purchasing Commission. 

ire~i~'fn f.i4a[ 
D~. of Procurement 
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Sopt.eabu JO, 1941 

Th1.G momorllndwn. is in oc::cordcnce r:ith a rOC!ue~t thro:t the e.vtoi~ble 
~ , ~- !><> l'urniohed Tlith reference to :.:r. l.losol,y, P\u'chauing ;_rent ro" the 
::, 1 ll h Pw·chasing Comisu1on, 914 C St reet !1\'i., l:auh111{:ton, D. c. 

1,\r , !.foaoly, I W>deratand, is the Pul•ohao1ng l.~ont for office equip­
•.•.•• t ·""' uupyl1eu f or the BPC. Thoro hr.vo ooon certain indicetion• "hich 

, tllo c_ucction aa to the propriety ()£ !.!r . !.tosel;v •o 'lW'cheuine methods 
,.:.ll·: i• h ~ be briefly SW>Ilnrize<: •·• f ollows: · 

:.:.· . Don ~·ncDonald of the l.OB.cDonalti Ty-co•·l'1 t.er Comp ny, 31.8 14th 
.. tt '- t. !;,, ., . c:.hineton, D. c ., ic r..l.legcd to h--vc been f \.lvorcd t:ith U..:~incss 
- 1 . ..:Oboly becaUbe of personn.l fri.end!lhir•. !JtcDon:oa.l( '& or.n reoutJ. t.1on i s 

• · , •. •h•dy . lila concern sells typ8nr1tera tnd cert«in office ec;ui..,...nt to 
'-·• Erl tish 1'\u'ch:J~ing Collldssion. He eppor rrt.ly 18 vet'V frienc!lv witb ''r . 
'<:•:y. r:.u. thoro is "" specific evidence or ""Y irreiu!=u;;: it has boon 

:'L • r • tlll•t l!acDonald hos been able to get a subatnntiel aacl!Dt of l:usi.neoc 
:'r·o U.o l'rit1ah Plrchns1ng CoeDl.sfion ond that co11petitors T'ho h:ove .:tl'I:J'­
t .d ~ ooll tho BPC wore ~ble to do so . It ie l\lrthor rwxred t~t, after 
c ·•tHoro ntte1111>tod unsuecessl\lll;r to sell tho BPC, llr . ~ID.cDolli.lo lloter 
lxu·nt Lhe c• co oe.ehinss from the """"' oocpot!toro and resole! thom to the 
Bl1: t.hrouch !iosely necessnril:r at a high or price . 

~11· , 1'/ , H. Vloll01'1h , president of the United TY!lo•.rJ.t~r Compoey, 
ijl) lJ.th Stroot IM., visited Mr. l.losoly approx.1JMtoly 10 dr;rs ego and t old 
j1~a th~ t ho would like to be comd .. dered in"ofrr r,. ftny BPC :rurcht'ses ru·e eon­
ecrr.ed end wishod to quot" prices . Accor<iing to l.lr . ilollon1tz, the relM'rk 
... - ( e by l.lr , lolosely tbnt 0 l!eeDonald sot s t he buoinoss be co use he is a 
f t bnd of m.irlo . tt Ur . \1ollOtlitz then CO!I ent.vcl in "Ubatan<::e, "J..s & purehasin,e 

'"\., .. , .. n' t. you intere:.-ted in bu;yir.g at tho lOT•eet eoa~titivo prices?" and 
.J . 'OS l,_y iA C!,\l:lted 85 having replied , •iiho 18 {."'i."& t o tell art:.JOne ~bout it?" 

It "'' oleo nmored that !lr . !lye of' the Allen t..U.eo :.dc!~J1i llochine Co. 
• "• Cood connection• nth ll:r . llosel:r and Nye hr.o " " • •tAteaents ti'.At he 
~n •ble to sell llosel:r because of a "kiel<-b.ek. • 

~·. c. Si(locb, auditor for the Royal Typot.Tit er CoiJiil<'cy, co.,.,.,nted 
~•oently thtt l!r. llosel;: ~11s for:oerl;r emplo;red by tho R.o;yti T;-.r.rit . .,r Cco"en;r 
!r. S ~t.; Carolina and t~uo.t be had dii'f1cult1os with the Compaey 1:hich cullli­
rt''ed in 1 t!u·•atoned lafl suit . .Furth•r , th~t a bon<ti~ compeny that ;:aid 
:..· . :.:o,oly•s indebtedness to the Ro;ral TyperTiter Co:npr ey hns not been repeid 
t·r r.i::~ . 

: Ul:lOrs .f :t similar no.tw·e filth roferonco to 11llogod irrer,uleriti e n 
ct thn Br1t1eh PurchoGing Comiss ion have been so !>Orsi stent t !:.t I feel i t 
• N ••oln , thoUGh distasteful, to pro"ent the m.tter to tho attsnt icn of thoce 
<hr.:, ed l-ith the adain1stntion of the lend-ler se rundac:L....._ 

\.... p'/1:4££ 
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MEMORANDUM 158 

FROM British Sunpl.·r Cou.'lc!l in North An ... '"" 

TO llrs . Hgnrietta K1o'.z 

Co:!!pliments of E. r: . C,.,.y 
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TREASURY DEPARTMENT 

IN TER OFFICE COMMUNICATION H.{) 

DATO Se-:>te::~ber 2" , 19tn 

TO 

fROM 

subJect : Institution report on prices. 

I rum eubmi t tins her el·1.th, in response to vour r eouest a 
~l ··e ~t or the Brookings I nstitut i on report on" "Bffects or' t he 
'erensP Program on Prices, ·,;a;:;es, and Profits" by Heyer 
Jacobatein and Harold G. Houlton. ' 

Conclusions in brief 

Th1 a report, i>Ublished in a I.J-oa.;e booUet, oresents 
t he rollo~ing conclusions: 

(l) :;e are no>: at the stas e wh~re a vicious B!)iral of 
risin' costs and rising pri ces threatens t he l i ving standards 
or vMt numbers or !Jfc:~le >'i th relllt1vely fixed i "lcoces. The 
bc1t Of 1\ SOUnd coordinat ed ;>rice policy has Already result ed 
1n much damn~e that cannot be repaired. 

The 21 parcent rise i n whol eenla prices s ince 1939 1s 
~r1mnrily nttributable to th~ ~rent rise in f orm prices and 
to lncreaei ng labor costs . 

(3) A furt her extensive orice rise can be orevented by 
thP ncootion of ooli c1ee directed at t hA primary sources of 
Price disturbance: 

(a) The cost icoortant Ei n·ls at~~ is •to reduce 
s~cewbat t he pri ces of 1m?Qrtant ~ricultural products. 
ThU could readilY be done b:t releasin,... t o t ?\e oarket a 
oor tion of t he cro1:ls now sto1·ed in Government ~<areh.,uses. • 
~~~ctr& , nevertheless , could exoeet some increase ln 
i ncooe ac a r esul t of the Depnrtnent or A~iculture's ex­
~~nelon orogram. 

(b) The second esr ent1al ste? is t o control wa~e 
rates. ~his can b~ d~ne, ;;hlle safe n-ua rdinor the recent 
l morovement in the oos1tion of labor, 1f the forces 
reso· nsible for rising livlnB costs are checked . Labor 
may in any case exoect some f urther expansion of earnines 
rro~ 1ncreaain3 hour s of work aa defene• n• eds become mor• 
intense. 

• 

' 
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(c) It would still be necessary however t mak 
aura tbat Government fiscal and credlt colici~s ~rk ~ 
bar~ony with the program adopted. n 

1.61 

(d) It stabilization or product ion coats should resul t 
in higher business profits, additional gains to stockholders 
can readilY be prevent ed by taxation Methode. 

(4) The Administration ' s price control bill does not 
reach the heart or the present inflation prooeas. •Unless 
the Government is Willing to reatriot further increases in 
the orioea of agricultural products and wages, it will be 
i opoaeible tor the ottioe ot Price Administration to keep 
the prioea or manufactured produota troa rising.• It a co­
ordinated price program or the kind here indicated were put 
into erreot, the whole price probleo would be prot oundlJ 
altered. 

The developing price preble• 

The authors introduce their report by calling attention 
to the enormous increase in total production and income dur• 
ing the first year or the defense effort, which has brought 
apnreciable gains to each or the three broad classes or the 
peculation -- businessmen, farmers, and laborers. 

Citing National City Bank tabulations, the profits of 
corporations representing 90 percent of all corporate income 
rose 19 percent in 1940 over 1939. More recent data tor 200 
lead1ne corporations, representing one-fourth or the total 
corporate income , show a year-to-year increase of 16 percent 
in the 12-month period ended June 30, 1941, after allowances 
!or taxes, although the increase in published earnings has 
levelled orr since the beginning or 1941. 

Labor baa enJoJed more extensive gaine. Average weeklJ 
earnings oar ~~rker in manufacturing industries, tor co•pari­
son, rose 26 percent bet•een July 194o a nd June 191~1 , while 
total payrolls in those industries rose 55 percent. Real 
i ncooes or workers bave risen at a much more rapid rate, taking 
into aooount the rise or only 4 . 7 percent in living costs 
during the period mentioned. 

rarmers' oash 1ncomes in 1941, on the basis of preli.minary 
est1moteo ot the Depart ment or Agriculture, will show an in­
crease of about lS percent over the previoue calendar year, 
almost entirely due to increased rarm prioee. In vi ew or the 
fact that the ooet of goods bought by rarmere bae shown a 
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r~latively small advance, the increase in renl incoaes or 
tPrmer~ hne been subst anti ally greater. 

1G2 

In contrast to these gains , large numbers or people 
(particularly t hose with rela tively fixed incomes) have aut­
rer ed decl ines in real earnings ae n result or rising living 
ocate, increased taxes, and other t aotors. The seme is true 
of nwneroua businee• enterprises that have not benefited trom 
the detenoe program. 

Origin or advance in prices 

The report indicates that tarm product s have led the 
pr i ce advance, and the •Government policy with respect to 
agriculture bas ••••• been primarily responsible tor the 
great r i ae in raw material prices. • It oitea the str~ng 
fact t het the smallest p.rioe increase hl>a been in metals and 
metal products, wh1oh lle at the ve.ry center or defense de-
118Jid&, While the greatest increase bae been in t&rJD produou , 
wher e large surpluses exist. Farm products h~ve advanced 
115.3 percent since August 1939, While metals and metal prod­
ucts have advanced only 5.9 percent. Had it not been tor the 
agricultural program, prices or tarm products •would not have 
sho~n any extens ive general rise.• 

The full ettect ot recent advances in farm prioea baa not 
yet been manifest at the consuming end, partly because ot the 
ueual lag in retail prices and partly because only a small 
oor tion ot t he new crops baa yet been marketed and processed. 
Yet the high oo st ot living is already being used by labor as 
an &l•gument tor another oyole ot wage advances. As the sf-
recta or the recent price increaaee become cumulatively apparent, 
insistent demands may be expected this tall tor hi gher wages 
and aslariea in every field ot industry . 

The dominating influence or agri cultural prices i n the r ise 
1n raw material coats leads the authors t o conclude that a 
reduction i n these prices is t he moa t import an t step necessary 
for Qrice control. The sale or Government holdings would ~e 
one met hod or aocomplieh1ng th1a. It the Government were in 
due oouree to otter the warehoused surpluses tor sale in the 
market "the rise would be ohecked or even turned into a de­
cline . • No other definite suggestions are made . 

Wage rates must be controlled 

Control or wage rates i s considered the second 1nescapable 
necessity, it we are to pr event the operat ion or the wage­
orioe spiral with which we are immediately raced . Attention 
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1s cl\lled t o the t act that 1t wages continue to advance, the 
re9ult1nJ increase in prices or goods tarmera buy will mean 
thnt t nrm prices must advance further to achieve the dea1red 
prloe parity. "There is no escape trom the spiral of rising 
prloes 1! the parity provisions ot the law are enforced and 
1r wage rates are not stabilized. Either the city worker 
must bear a higher coat of living or the farmer must give up 
parit y. • 

Rise not due to general inflation 

1t>:. 

The wide variations in price movements of individual 
eo~odities ia cited as additional evidence that the riee so 
rnr has been due to the individual faotora mentioned, rather 
than to some general inflationary factor auob aa credit e.x­
panalon or Government fiscal policy, although the latter 
fact ors may become more ~ortant in the future. Furthermore, 
the advance cannot be directly attributed to the increase in 
mesa purchasing power, since the price riaaa began at the 
produci ng and not at the consuming end. 

The authors criticize the belief held by acme economists 
thAt our unemployed labor terce and unutilized plant capacity 
would prevent any extensive price rise. "The prevailing .beliet 
ln Government circles that price rises could not occur so long 
as there remained a large volume ot unemployed labor and capi ­
tal goes tar toward expl a i ning why no deep concern was mani­
fested until t airly recently over the price question . • • 
Had the nature ot the price inflation process been clearly 
perceived, etepe would doubtless have been taken at a much 
earlier date to control the sources ot price disturbance.• 

Finally, the authors conclude that since the Ottice ot 
Price Administration has no authority over t he tarm price pro­
gram and no authority over wages, this agency is fundament ally 
lapotent to handle the price problem; likewise the price con­
trol bill now before Congress embodies no ad~quate measures to 
meet the real issues. 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

I called 01. !;id.-:.o;,· "'Ulr...:u l··~t. 71 • ..:....- .;C:.:·, as 
.:~ s~os :-.erl, a.r .. d n~ .... ble t o t.rr • ·~· !"o r c:.~ or !-.is 

d91 u.~ies t.c t~tce a crou.., o!' L~.e S- 'r:c:- .ce •• er cic.9:""S 
• c e ll O!' C1i!w:-. ~::.cl of t.he :'ro:1.1:-~ .. cr.t Ji·tisi::. or. 
~ri !:y or:-.i.r:.t:. .Ul co::cerr.e~ ro ort. ~h'l.l a •1er: :i.t.is ­
:.· ct.c:r:· ::.eet.ir-e;: took -lace. .-•,1ile t.'"Us ~et!..."lC r.ts.to...r-..:ll: 
~ d r.o direct bezri~ Ofi tr.e rroc~r~ ont Jiv:sio~t s 
r.t.;ot.i&.ti on for t.he purchase of co: per, ~ r . :iillr.cr. felt. 
ti1·t it ,..,·Jl.d !14ve .. ver;r ben•r1c1al ps;•choloL-ic..l errecc 
<;j.:. ,r. dl!"fieult labor situatior, i n t.r. LaY.c St.Oferjor dis ­
trict . 

1Gl 

• 

' 
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TREASURY DEPARTMENT 
I'ROCURDIDIT DIVIS ION 

WASHINGTOH 

Sept ember 29, 1941 • 

• :: J :tu:UUl.! 'l\.1 J.!R. GRAVES : 

Re : Aluminum Collect ion Campaien 

1.65 

,.s o£ today O. P:1:_. has allocated ll, 329, 918i- ~ounds to 
~;,e s .elte rs , of wh1cn Procurement Di visj,rm has d1rected 
the s.r.elters to ship 11, 241, 503t pounds . 'ihe smelters holT­
ever have shipped only 5, 127, 133 .1U pounus • 

. he arrangement to dispose of thi.:; scrap nas n:ade oe­
t •. een O.P.- . and the smelters and -.s to the effect that 
t . .e s_.elters were to pay the prices fixed by O.P.A.C.S. , 
and t~ pick scrap up at the var i ous central concent ration 
points . O.P.A.C.S. fixed toe ~rices but since the dat e 
thereof the maximum price of v1rgin aluminum has been 
reduced by the Alumi num Company of Ame r i ca . As a result, 
and also because of the small percentage of aluminum j,n 
the scrap, t he smelters cl aim that t he prices which have 
~;~en fixed are too high for t hem to pay without suffer ing 
substnntial loss . They have therefore, f or one excuse or 
anot her, refused to move the scrap . 

O.P.A. has been negotiating with : etals Reserve Company 
to 1. ve that company purchase tile scrap aluminu.11 f r om the 
s...elters at a price lo-;;er than t he present maximum price, 
ir: l':.tich event the price to be paid for t;,e various scrap 
=etnls by the smelter s -.o~d also be reduced. Some time 
:,as ueen consumed on these negotiathns and I was e-i ven to 
un~erctend that they bad been completed lest Frida.-, but I 
~•as i nformed t his morning thnt I.e tala :leserve Company. nas 
actJed a conditicn that O.P.A. will not reduce the maXlmwn 
price an secondar y aluminum below the prevailing pr i ce . 
l!te ma tter therefor e i s still under negotiat iun between 
O.P .i\ . and l(etals Reserve Company . 

. ~ 
tor of Procurement . 
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(r I' stt P ') 
(Cable So, 304, Septeaber 29 , 1941) 
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P . m • 

. :~;iG KO:SG , (C'!l:! A) 1tiA N. J; , 

lour 384 of Scpt:~btr 2~ and Joint sta~~cnt . 

~uo:;t: 'i'ht follo:·1ng pro::;ra;.; 1~ ~C-""G ~ cnt to 

lUi 

t t:~plt.t td : 

A. Gcn tre.l Li~cnsc ~:o . 53 will be amtn<ltd so 

that : n J Il:l))Ol' C!l i:-:~o China f r on1 t h E UnitEd Stc;.;£~ 

eG.n b e tl'ftct t d o:1l;; 11' finc.!'lctd through do:UIU'S 

acq:1i:• :d fr;>~t n su;:; ;COTE coopEratin.; bank ~:'D s:;::­

.UOTE . (2) ::·:;:>o:• :s rr.:o:: C!una to the unio tt!. Sr.a~ cs 

c::.!'l bi: £ffrct Ed o·,, ...... ~:·ovic!1ns ti1: ?rocctC.s -::·u·-rc:f' ··-J 
a:.c sold t:o a s-r.-

~-
0 '. -~ c .... or-:rat1n-; ban!: E:::l s:...-:::-;o:E. 

(;)) 'i"hc: t no.:: SJE -~- r:~ ccop:t'nt be.nk c.rJ St.::~ ~-n· \. .. ~ 
v 

:.!'\all r:tan ru.y 01." ;'1~sz banks ccopErat ~.ng wit.h -.;.h £ 

S"ttbll..L?.o.r:.ion I.ot.:-:' cf C' .. :.i.na , t~E na-11 EO of ·:t:~ich 

• 

' 
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I • ... I t o Ron:; ong. 

al"!>Ec.r 011 SchEdu'!. t ~~ s.tt ac~c.:i ~o General L!ctl'lSE 

r.o . 58 . (Included on such Schedule A will bt t ':l t 

namu of all thE ban:cs l iot111td under GEnEral 

LicEnsE :•os . J9 , JO Et'ld 31 tog EthE r with such othEr 

Chintst bank·• , Et c<:t t !'a, :\11 thE Board ll'.&"!' !'r or; timE 

to t imE SU~ESt . It is EXpEctEd that t~E r.a~E of 

am,u E BElg E pot:r 1 1 ~t••angcr "1th officEs in Sha.'lg­

ha1 and TiEntsin \T~.ll l!t addEd to ... cntral Licc:s t 

:·o . 59 unlEss you s."vist to ~ht contrary . DtlEt~<'ns 

fror.v such SchEdulE >ill also bt considErEd ":>on ;;~c 

!:onrd ' s rEcomcndation , ) Thus thE : cncral licEnsE 

b:; E..:pr t~s l angua;; c wi ll in ell. crt t tl':at thE ba::ks 

must c .lop Erat E l'lith t h E !Jot\l'd• 

B. GEnErc.l Licmsc no , 64 w<ll undErgo 

s1nilar rEvision to that rEfErrEd t o abov t for 

GEnEral LicEnsE ~{o , 58 or ChinesE tl•ad<: with thE 

r:t111pp1n ts will bt brought directly within GEn­

Er a l t ic ms t no, 58 and cxoludtd from Gmcre.l 

Lie ens E !io , 64 , 

C. A n.:w g mtral liornsE covering r £J:littancts 

will b E i s suEd, Such 3 01 cral licrnst will stipu­

lat e that : (l) ;.ny ba.:1h in th£ Unit Ed Stat Es can 

Accept ordErs f o r r nuttancts out Of fre t fUnds Or 

out of 
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ut of" i>~.ocktd c.ccounts c-r tl.ll per~, ne i11 c:nna 

l.nclucL.llC Jnpnntst . (2) ~'he ' uen Ol' 0 ~:-.c r c::chansc 

rot· ecr.otu>g such r tllittnnocs cnn b c obtn1:ud on l.y 

by pa.y,,'ftllt of tht dollQ~' amount or the r Er.tit\;O.l1CE 

1nto e,., ~ccotmt in tht nOJll£ or one or t!1t su:>~'.IO~E 

c optr?.tl.ns bnnl!s .:J:D :u..., ~· O'J.'C. . (Such c coT)trc.t.inE 

b:tr.~~3 \Till b t th£ sm.tE ban:{S .. dl rEferrEd t o ~, 

tntr:,l ! ic tns E ~·o . 53. ) 

l'C:.it~!lllC t:l ttil~ ..;.; t.:Ocl.Lficd ::o (.;.3 vO bt eons13tClt 

"" th (3 ) n:>ovt . 

E. EithEr by c. :'le\1 .:; cncl'C•l liccnst or through 

the o.t1tndm rnt or Gtn trnl Lie en~ c Jios , 59 and ol 

~h' tro.nsftr Of bloclctd O.CCOUl1~3 of nll persons i :> 

Chinn including J apo.nest to :my on t of th£ c oop EJ'­

Clt ns bnnl<s wil::. ln: freely pcr:.dttcd . Th t prtcist 

l::.nguo.g c of: tht lie tn ;:. E :d.ll pro:,:lbly rollo\1' ~:o:>:; 

t' t l.nt~ of pcrc.~;r:::::C. 3 of Gtncrtl.l !.icrnH .:o, S•) , 

2 . For your _;_!".£orr1Lltion tht r:.bovc pro!_los:.ls 

.ltr t bno Ed on thE follo·n ng 0 01'51 d tr::tions : 

t. . Hc:c ogniz int: ;:,rour C.r[.;Ur.tEn '; tht....t OpEtdy 

•.etion iS pr Ef Ern;,l E to W:lit...ng for OJl idtnl SChEmE, 

' c at.l ;,1 E!Jt th£ !'o1•E _;oin(l procrM1 ,.,1 t!1 the '·hou: ht 

t hat 

16 9 
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-4- j304 , SEptEJtb n• 2 . , 8 i' • ' •• t <' nons ·.:mg. 

that if 70U concur i t bE ~ut into effec t nt onct . 

a. It ltllVES unrE3olv td the runeticns or thE 

Chin t s t For tign E:tebc.ngE Control Agency or CorJJUis­

sion Q>d its ~Elation t o t h£ Board but vEscs t~c 

aoo.rd l'li th strong bo.rgo.inins pontrs . 

c. It is intL,utd that through this !'ro3ro.m 

t•\t Boc.rd Ifill bE bttt tr O.blt tO CO;l£ ~:ith t"\E 

problcns rtftrr td to in your rtetnt enbles ~~ 

:,>1:\cEs t•H Contr o l of ::ill doll:.r exchange in bo.n!ts 

eoopc~o.t:.ns :-:i th ;;ou. It is expect cd that thE 

l)onrd \Yill no doubt 11ish to tnt er into nrrengc­

mtnts with thE e oopEro.ting bc.nlco whereby thEy will 

providE t xeh::ne c nlone tht lints prEs cribEd by thE 

llonrd c.nd will Eith tr sEll to the Boo.rd upon d rmnnd 

r.ny i'Ol' cign cchnag < :>.ceruin., under this progro.m 

wi1ich is not obli3c.i: Ed under tro.nsc.ctions tntcrcd 

170 

into with your ptl'.niss>.on, or th:.t tht Boo.rd r.i.ll • 

reto.1.n thE poTitr to ::ocquir£ on£ coopErating b:mk 

tcprovidE un- n<td Ed : ortizn ach:~nsc nccruing und<r 

this p>•ogNud to < .... ot' . .:r cooper:'.:in3 bo.nk nt:dinJ; 

auch txchMGE. ThE prtcist ttn.u of o.ny c.rrnngt ­

ll't: n t along thEsE lil>£3 :.rc bEing ltft in t h£ hnnds 

or thE j)oc.rd und thZ forEgoinG is merEly offErEd 

.a on£ possiblE l int or np!)roo.ch . 

o. This 
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-6- # 304, SeptembEr 2!1 1 6 p . n ,, to ~0:1..:..: --'=:!C • 

D. This progr::..-: 1 ec.vu undtcidtd t;1t qutstion 

of \thEthcr ultim.'\t Ely i t tlill bt prtfEr4 blE t c hc.vc 

thE 1\mtric~n and British mtmbtr~ c.ddtd t o th t stc.nd­

ing committEE of tht Commission o r to h:wt o. j oint 

pol i cy conuni tt EE t s t~.bliahtd to strvt na o. lit>k i> t ­

tl1E En thE Commission end thE Doc.rd , (St t po.rc.(>I't.ph 

a or Joint Stc.t rrntnt of Ho.ll-?o.tch end Fox, ) 

E. The undErl~1n3 philocophy o f this pro3~o.m 

ic th.::t it is ~- ;;rovicioncl :~co.surt to be -doptt<i 

j)tndin6 a mort cc..· ~.~o'\:1 c onsidtro.tion of o.ll the 

problcms i~volvcd, If c.t 0.~7 time the Ch1nc:t 

Gov cr ntltn t or Cozmni3sl.on indicnteo c. desirE t o 

rJodify this progr o.m end. offer o. bettEr su ..;(l t s tion , 

thE proposc.l rli ll ;:oEctivt prompt and sympo.thEtic 

considtr d ion. Wt fEEl t hc.t l.n t hE mc~ntimE t his 

propooc.l is ncc czs::u-~- fro;n thE point of vi m of 

o.dminicttr ing Uni tEd Sto.tt~ frttzing control ~,d 

t~ protect the opc~c.tions of the Sto.biliz::tti~n Bo~d 

in tht 1.'lt crcsts of Chinn. 

P . It mu~t b t cmph:!sizEd thr.t thE succtss of 

this progrnm will rtquirt ehc Boo.1d to take n s t r ong 

o.nd firm po:ition in dtalint; t:ith th t dtll'Ands for 

t:tchan:; c in the Sh.:.n3}lo.1 rn:·rkt t . Th£ proc eEds of 

tT.port 
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' 

1- .. ·-
export bills and rEmittances , in effect , ~~ E bE~nr, 

>lnctd nt the di spos:-.1 or thE Bo:l.J•d c.nd it i~ E::pcctEd 

~ht.t the Boo.t·d will t a.kc o.ll ntccosc.ry steps to se t 

the t dollc.rs nrc not t.~dt nvo.U ~.bl E fot• txc cssiv c 

imports into Shanghni or for ot her innppr oprir.t E 

,urpos cs . The Govtr!'lment in 1/c.shingt on w1l l !>;!. v c 

c.ll proper support to dcc1o1ons of ro~d curtail ing 

nvnilnb1lity of dol~r txcbnnae. 

3 . We h.:;vc thuD fer only ::.dvisEd t hE Bri tish 

or our contanpl nt Ed action . You should ndv1sE ether 

mEmb Ers o r the Board o f this c llbl t , nnd ,.,c "ould 

like your comm Ents nnd those or the othEr So:-.t•d 

mtmb Ers ns protnptly ns pos31blc so tho.t t h E progr::tm 

c:1n b c cnrri cd out 11ithout dclny , 

4 . It is also dtsircd that th t nppr opri c.t c 

o.uthor1t iEs o r the ChJ.n ~sc Govermr.cnt b e i nformEd 

of the propo~ cd plan nnd that their r eaction b t 

:3c crto.ined. \lo: le .vc it to your di~crttion to 

~3ctrtnin infor~lly c.nd in the oost cffcctivt end 

rror.tpt m:lnl'l cr possi.>l £ the vi cv:s or 3UCh ChinES t 

nuthorit i es , 

5 I •· ' Ol' the foregoing it wil l . n co~En~~nJ ' 

fo.ciUto.t c mc.ttcrs if you will r efer to this c ::.blt 

.nd th e respective p.:.t•J,;;ro.ph numbel'S involved. 

6 . Since 
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- 7- #304 , SEpt onb~r 2 1 C ... . .. . , t~, ~;.::_; ~ .. .. ::, . 

pc.int~ 10 to 14 of ~our joint r.:t"~:.cc , t!!t c ·.bJ.E 

quotin(; thE Boc.rd ' o l'tco1ut1on of !..tpttmbtr :?4 , rnd 

your c!lb1ts of Stpt !J:lbtr 27 1 c.nd ~tt no rtnsvn for 

chcmging tht plc.n here in •u ;::;r.3ttd . END Q.uc·.~ . 

C: .: t:L : ?AK 
.r::: : J::J :n::s 

HUT.L . 
(DA) 

PA/Il A· A 

1 • 
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fAU\l'll!l.\ L CF' .- LZC_.; ··c~rv .. D 

rUOMI Aae r1o~n Oon•ul.a t l Oener nl , Hong !tong, Chill&, 

UAT~I Sep : .. br r 29 , 1941, 4 p .m. 

NO, I 388 

OT [i i CTL X 0 0 N l I J • d 'A I t. L. 

TIU P'OU..O ifl NO I .. PR<JI P'OJ( P'Oot 1'!1 1:. :Jl.:C t 'l' RY v ,- ~ 

J,U..-Sil!U, 

TM folloonag report h ln r••ponee t c the Pepart­

=•nt' a requeet, Refer~ .. • 11 •~d• to telegrft~ No, 229, 

- n ted Septeaber 26, t ro= the Dep• r taent to CbungKl nc . 

Tbe t1pree vbioh fol lov ,. ,.. c.aul t te; ·.be per 1o4 

beln~ trua AUKu•t 181 l 9 4l. t o th e eloea or b .eln~s• on 

~•pte~ber 27, 1Q4l, 

,v · y C.\T.I JNS f'tl& • 

ll, ' • dOl l ore 
PullAC' 1 p ll7Jit!Dt I 

..... 

t$, 994, 101 ,6, 040, 407 

913, 6 811 l bl, 847, :540 1"111, 

•. 11 ot t ne P«11i1DU/ct~<d l IIS&l net del1nr1u ot ObiDIII 

ll tton.u. dollar • ( a t tLI r a ta o r 6-ll/~2) for u. <; , do ll&l'l 

ond 3-3/16 penoe to r eterltnc. 

1\dl or and r ox a r e l t tJ Ylng ror Cbunglt lng on ••ond,q, 

rox Yl ll r e tul'D to il o ng ICons 111 tl•• t o aut Hleaerer 10114 

Cuchru, 

' 
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:.l re:UY rt!er to 
.... :rot . ;;1 Frn ·tn 
;;aillcf}5}8 

( 

( 

0 
p 

y 

D!:PJ.?.TJ.Z:W: cr S~\':E 
iiJ.:E:::G'l'Oll 

The SecrettJr,Y of Stote r r eeento h1o co~11~enta to 

the Honorable the Secrets.ry of the 'heaeury end encloaes 

e copy of te1egrem No . 1}64, d~ted Se~tecber 25, 1941, 

Chl~. conceru1ne the Coaai t tee for t t e Aoo1otonce of 

~pun Jevioh 2efugeeo 1n ~1, vhlch lo ln gr ee.t 

dietreae j ecause of the failure of the Acericen Jeviab 

J oint Dlotrlbut l.on Comlttee, Incor;>oro.ted, 100 :;:,.at 

Forty- oecond StrePt, New York Ci ty, to obtain a permit 

under the f reezi:l(t order to Dtke 1 tt cuetom:ry rei::I i t tMce 

of 2'i to 30 ,000 United St• teo dollcro f or Se:;>t P<::'.>er. 

t>ne Secretary of State ..,uld M oreclt te beln& edYhed 

Conoulpt e Gener!'l at ~al. 

::!nclol'ure: 
Froc Oonsule.t o General, 
Sh•llghP1, llo . 1364, 
September 25, 1941. 
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Secretary of State , 

Waohtncton. 

Ol!&l' 

ShaAsbai ?1& K. R. 

Dated September 25, 1941 

Rec
1
4 8134 ~···· 27th 

1364, Septuber 25, 4 p.m. 

Repreoentati?eo of the Caaoitt ee tor the 

J.niotanct or llu.ropean Jewioh l!efll«<•• in Shonc;bat 

han illtormo4 • toc~e¥ that the Coa:.it\oe 1o in 

c;re&t diotron bec:aWIO Of the failure Of the ....... rican 

Jewioh Joint Diatribution Coa.itteo, Ineo~rate4, 

100 llyt forty-aeeond Street, New York Cit¥, to 

obtain a permit under the freezil\g order to =ake 

ito euotOIIUU")' remitt&~~ee of 25 to 30 thou .. nd 

United State• dollar& tor September. !he local 

eo=oittee it in urgent need of thio roaittanco 

and I reeo::a::wnd that permit be iooued witb tho 

leaot pooaible delay for telec;rapoic tranofer of 

tba September contribuUona and that arranpmento 

be -ado for pro"l't r .. ittance each month hereafter. 

Kindly inform .. of action takon. 

LOC KI!All1' 
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!ill Pl.t.IN 

llattd Soptt11'ber 29, 1941 

Rtc1d 7120 •·•· 30th 

Soorot ar,r of State, 

luhi~~gton. 

1388, toent)-- ninth (s:!OTIOll Olll) 

PollowiDg lo a saocar.r of rocul&tiona roatrictin& 

tho ro110Yal of coaoditica within ocC\lplod arou in the 

loWer roachoa of the Tanct•o llinr joint:!¥ prOIIUl&atod on 

September 26th ey the ColiUDdar-in-Chlef of tho Japeneae 

lxpo41t1onazy Forcea and tho Co.andar of tho Japeneoe 

China Soaa neat. 

Preamble of the regu1at1ono ttates that tho floo of 

coao41Uea into and from •eno"'f tarritory shall "' a 

•ttor of principle be C\lt off'; t hat 'tull control shall 

bo lllposed on the CIOY8,.nt of cortaio specltiod £00da into 

and out of S~l and on tho export of such pda froa 

tho alU t:>r,~ occupied areaa alone tho lower T ~ .. and 

lh&Dg:POo lllnrs•; that 'tho roaoY&l of c....,41Uoa froa 

one pl&co t o another within tho ailitarr occupied aroaa 

ahall not be subject to roatrict1ona export where special 

rocuJ,atlona be.n bOon ""de therefore'; and that 'no permit 

for tho roaoY&l of gooda or allllllar doC\lllltnts shall bo 

bouad """opt ey tho organ authorised 'IV tho Jlll.litary and 
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II&Yal 1Wthor1Uea end w1th the &Jml'<l•al ot tho Coaoanc!er-

1n-Ch1of of the E:roodi Uoury .i'orcu &lid t he Co=anc!er ot 

the JapMeoe Cb1na s., .. Fleet•. 'l'be OXJ)Ort trca BDd l.mport 

1nto the areao mentioned ot tho tollow1ns commod1t1eo are 

oubJect to r 1gorouo control ~ a o~otem ot peratt a : 

Arma and az::mruniti on. salt , opium and n.ucotlea, mot or 

care and aceeaeorlea, gaaoline and petroleum, machinery, 

co=rwticatlone ap~atua, aedlcinoa, rubber, rubber goods, 

ceaent, food oil, augar, cott·on yarn and textiles , wool 

yarn and woolen good&, rqon and ~on fabrlea, c:Mdles, 

matchee , aoda., paper , tobacco, I'IOtala and non f errous me tala, 

a11Yer dollars, coal and mlner alt, rice , wheat and beans , 

hemp , raw cotton e.nd wool, hldea and l oather, cattle, t·ea, 

tung oil , bristlea an<\ c:Asinga , r e." silk p..nd cocoona. egga 

and egg product$. 

llPL 

17B 
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PUDI 

Dated Soptoaber 29 , 1941 

Rto 14 8136 a.m. , JOth. 

Secretary ot State, 

•thi~ton. 

lJSS, fwent,..Dinth ( s;;cTIC!I !10) 

Very o=all quontitieo ot certain gooda for por­

aocal uae JB7 be trtuuportad 111 thea• ar•a rl thout 

ptrait. ':'he rcl;Uletiona further otipo.llatt that 

only certain apecitied Jape.neae militnrr ant. naval 

o!ficeo mar iaaue permito; that 1 roat riotiono on 

Olq)Orta, ocpecially f rom ShB.ngh&i , aho.ll be ootoroed 

by tho gendarmerie with the aaeiotance ot t~· oonoular 

police, the Chineoo police and the Obinooe norittme 

cuato:ae; and that •those llbo rl.Ql&te or att8r;)t to 

violat e the oe atipll.ationo ahall be pW>iahcl!. accor<lo­

iD« to 1113J't1al la ... 

~neoe regulntiono beco~• et!ective Oct ober 10, 

1941 and are appou-ently doolgnel!. to place pr actically 

All raw =aterial o and gooda of wh&t«Ytr deaoription 

under the complete cont rol of the Jap&noao outhoritieo 

and further to r eotrict and regulate SbaJlahai ' o trl\lie 

with t ho blntorlacd. 

In a atate:.ent ieoued by tile Uinl otry ot Ia4uotry 

of the 
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ot the IIADlcint; Rogillle ret;ardin& th01o raC\WLt1ono, 

be otatod that tolloC'ing o<Weral 110ntho nocot!aUono 

between t he "National GoYernmont• ud the Jape.ne11 

authoritiea concerned a definite pr otram tor t he 

•rea4,Juctment ~ control over econo:zio reto'JJ"CII in 

China had been decided upon• and that tho Jape.ne .. 

autbor1t1ea had acreed t o re:10ve '•• eoon • • poaelble 

tha r eotricUono hitherto "-Pooed ~not t ho ..,.,~ 

=ent of eomaoditiea and eapit&l from one plAce to, 

another within the peace area• . gowe?er, a& rc~da 

the tranoportation of goode to and f r om Sb3ngb&i , it 

.no otated thnt •reotrictlono will continuo to be 

enforced o.a thh matter 1o oloeely bound"<) with the 

quootlon of export• . 

(~m Oi' lol:lSSI.GS) 

Sent to the Dopartcent, r epeated to Polpioc, 

Chunc:<ioc, Hone Kong. lly a1raa1l to 'l'olc;yo nnd l:anlcing. 

llPL 

Copy:bJ•hr:l.0-}-41 , 
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PI( 

Sooro'-ry ot State, 

Yaohill&io~>.. 

Cll&t .... 
Datet hp-b ... 29. 1941 

leo't lloO} p.a. 

1511, September 29, 7 P•• • (DOflCir •• 

M:r 1510. 29~ 

.a..mo=cet ill prooo co~quo • • 1tu1pot to 

11a1t .,q opoC11lat1n poodbUi\7 1>.0t coDOhtct 

vUh tho tiociplille ot ,...• the toUovi.D& t1,...c1al 

aoaeureo vere atoptet ill tho September 37 aoot11>.C 

ot tho ltali .., Council of Miaioterol 

O..e . A requl.r ... nt that bearer ollaru ot 

otoclc collplll1eo be roghterot illc1tootallT oan"71nc 

vi th 1\ tho application io r octotorot oharll ot tho 

30 por cont tu 01>. t.trttol>.la pr ... 1oul7 t.pooot oa 

bearer lharu caly (JiobaoO)"' 1 ].250, Doc•b•r }1, 

1940, 10 ..... ) 

two. ~ficatioa ot tho opeotal tu oa 

prot1to trca oaloo ot aioell:a ( reportol 1n JiobM07
1 

• 

lo64, J&ly 33, 8 r..a. ) illolul.ii>.C aubotitutioll of • 

1111itora tu rr.to ( cht.rp4 •• bot or• to tho eollor) 

of 30 por oont 
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of 20 percent on ouch protlto for tho proYloua 

IP'aduatd. rate of fro~:~ 10 to 50 percent 4openllng 

upon porcontage of profito; thlo •re4uct1on• bolnc 

ftocooponied (A) by the unification at 6 per ell of 

tho normal ·~•cot1at1on tax• (Which pre•louoly vao 

6 per •11 on bearer Nld 3 par c1l on roclotored 

oharto), act (B) by the oatal>1hluDOnt <1 1nocot1a­

U~c ourtax1 cha.r~ onl;r to tl:o li'1J'ch:\aer of 4 

percent on the Tal'.a of the aecuritiea ,urchA&ecl. 

'l'hroo. Declaration of tho nulll tr of acto 

!or tho t ronofer of real eotato unloao reclatorod 

within roquirod time 11m1to end of any acto deo1gne4 

to evade roghtratlon requiromonto-o'bY1oue1y 

doolgned to defeat any attompt o to aol1 without 

payment tbe taxea mentioned ln the fo1low1n& nara• 

Four. Increase of the baolc rotlatratlon tax 

on tranafera of real estAte fr~ tae forcer rate 

of 6 pereont to 8 pereont; end •• rocuto tho 

opoclel regiotratlon tax of 6o ~orcen t of profits 

4or1Ye4 froz re&l estate oalel (ooe na<l 114 of 

Oomorcl&l Attache' a annual report e~ailed Aueuot 26) 

11tablhhment 

18 :.;: 
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o o~bl1obaont of & un1!ora oxo~t1on of propert1oo 

Taluo4 &t no t more th&D 50,000 11ro, thuo ol11111.n&~ 

ing tho 300,000 lire limit formor11 applicnble 1D 

certain ca•••• 

P!IILLIPS. 
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Gl.t.T 

11oM 

18-l 

Dat.t Sept ember 29, 1941 

Reo' t 10155 a.m. }Oth 

Secretar,r of St ate , 

lfaehiDctcD. 

1511, lleJ>W>ber 29, 7 P••• (SEOTIOll fVO) 

a.caMiD& the t1rot z:oawree it aq 'be pobt.t 

out that the requir.t re~htrat1on of 'bearer etoclte 

- vldch han ccnat1tut.t the principal aotiu of 

epeculation on Italian 'bourue - 4ooo no t technicall,r 

o'betruot deal~•· Officer vill , hoveTer, make 1t 

pou1'ble for tho Gonrnment to learn (1) vbo are the 

prbo1pa1 oworo of etcck (uoe1Ul for nenttul nev 

tax lerlee) an4 (2) vbo throll&h their epeculat1one 

are chiefl.r r .. ponel'ble for the ccnep1cuo,.e 1otlat1o..­

&r7 t r ent 1n q~><>tat1ona vhich t.hreatene 'both the 

appeal of ~nnaont 'bon4e an4 tho J>rlltip of the 

lira. ltforte to chock 'b7 taxation the internal 

fi1p t of the lira 1n the fora of etoc'l< epeculat1on 

haT1DC 11pall,r fa1le4 (the etock in4ox rou rap1dl.r 

froa 320 oD Jul,r 18th, dote prece41ng that of the 

p..'bl1cat1oll of the tecroe heaT1l.r t&xiDC epeculat1TI 

protite , 
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prof1U, ~ 4?0 on B.ptuber 12) a puhapo atrooc-r 

raprn11nc I.JI!lu.enca 11 1ntrod11Cat ln tba pote•tl&l 

14ent1f1cat1on of the opecu.la~ra, 

!!!he remah1nc meaau.rn opealt for themub11 

be1nc olearly deo1cned to au.pplemant ao4 ranter mora 

vorlcable bcreeo prnl.oualy anacta or to preYent 

l'f&a1ono. J.o po1nta out by author1tat1'fa ltaJ.1aD 

co...ntatora, the eluent of incr..,t( rnenue 11 

entlrllT IICOD4ar7o 

(Z!Il) 07 MESSAJD) 

PIIILLIPI 

185 

Regraded Unclassified



c 

TO 

, ..... 

TREASURY DEPARTMENT 186 
I Nnft.OI'I'K:a COMNUNICA TION 

..... ,.. Sep\oaber 29, 1941 

CONFIDENTIAL 
Roc1otor.4 otor11Dc traooaet 1ona ot t ho roport1nc baako wore ao tol1ooor 

Sol4 to •-re1al coocorra 
Pureh&oo4 troa •-roW coDcorna 

£21,000 
£ 4 ,000 

Opoo aarbt otor11Dc roM1Do4 at 4. 0~1/2. !ho o~ roporto4 tr&DoaeUoa 
co.a.dtt.e4 ot £10,000 eolcl to a eo..ercl.al cOD.C.II"D. 

ID o th1D aarbt, tho .t.J'&eDt1Do tree pooo IIOY04 ott to .2350, tho 1oooot 
quotoUoo 1o fho IIODtho. Satur~ 1 o eloolac rate wao .2369 • 

.llthouch tho C..ball pooo roaeho4 a DOW htch of 5/l&f. 41ocOW>t thio aoro1Dc, 
It oubooquoot}T roturno4 t o :sfsf.. 

Io Wow Tort, c1oo1DC quotat1ooo for tho foro1co ~rooc1oo 11otod bo1co 
• t rt &I follOWII 

0&D&41aD 4o1lar 
!rao111ao a11re1o (free) 
Co1oab1ao peoo 
1'-xicac pooo 
Yooosuolac bo11Yar 
U"'CI'IIJ'&e pooo (freo) 

11-1/8~ 41ocount 
. 0506 
.6776 
, 2(TT0 
.2&86 
.4400 

!horo woro oo plJ'chaoot or oo.loo of col4 offocto4 111 uo ol\h foro~ 
countrlet todaT. 

!he State DopartaoDt fo.......ao4 a cabll t o u otatlac that tho Chaoo laUoca1 
llult, Loo4on, ah1ppo4 $62,000 1D col4 troa lnclac4 to 1h ho&4 office 1D leo Tort, 
tor oalo t o tho l ow Tort .loHiJ Off1co. 

Io Loo4oo, opot &D4 forward oil.or woro uehanco4 at 23-1/'2.4 ao4 2~7/164 
rtopocth•l¥· !rho u.s. oqui.o.J.ooh woro 42.67; aD4 42. &6;. 

!ho !roaollJ7' 1 Jlllrchaol pr1co tor fordco oil.Yor oao uchaDctcl at :!!¥· 
Baney acd llaraac'o oottloaont price tor foNiCD o11Yor wao aloo unch&Dpcl at 34-3{4;. 

lo ao4o DO purchaooo of o1l'f0r to~· 
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(;-2/26~7-220; No. 505 II. I . D., lf.D. ll:OO A. ll. , Septe::lber 29, 191;1 

ded . 

SITUATION REPORT 

I . Easter n Theater. 

Ground: Def inite inforJMUon 1a scant. 

The Russians report fighting along the ~ole front. 

Both Leningrad and Odeaaa are beir1g stoutl,y defen-

There are indications that the Germns are pre­
paring to launch a oajor attack against the Criloea. 

!!!:: Both Uoscow and Leningrad are reported bol:lbed last 
night , with counter claims by the Russians of heavy German losses 
from antiaircraft f ire and British aviation units. 

II . West ern Theater . 

!!!:' Br i tish r eports indica ted a lar~e-scale offensive 
having been put into effect . ·.vestern Germany was heavily attacked 
and particularly Italy' s vulnerable industrial center . Genoa was 
the chief target. llo Gert"lSI\ action in this theater has been report­
ed. 

III . Uiddle Eastern Theater . 

Ground : In East Atrica the garrison of ;Jolchefit (Volche­
tit), one of the few r ecaining Italian centers of resistance in the 
Condar r epon of Et hiopia, has surrendered. 

h.!!:: Italian planes attacked 1!4lta last ni;ht . 

A British convoy in the !Jediterranean was heavily 
attacked by Italian :..ir Force units from Sardinia. The British cl aim 
the arrival of the convoy with only one r.erchant ship lost . The Ital­
ians claim to have sunk three cruioers and to have da..-,aged nine other 
vessels . 

RESTlUCTED 
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Press Service 
No. 27-81 

The· Serretary of the Treasury announced last evenine that the 

t~~ ·for $100, 000, 000, or ther eabouts, of 91-day Treasury ~ills , 

to be· dated October 1, and to mature December :n, 1941, which wer e 

ofi'ered on Septei:~ber 26, wer e opened e t the Federal Reserve Banks· on 

'Septet~ber 29 . 

. The details of this i ssue are as follo•.vs : 

Total applied for - $1B2, 005, 000 
Total accepted - 100, 045,000 

tlange of accepted bids : 

- 100. 001 High 
Lo'll' 

.Average 
Price 

99. 975 · E~uivalent rate approximately-0.099 ~e~ent 

99. 984 " " " 0.062 II 

~65·percent of the ~~ount bid for at the low price was accept ed: 

-ooo-

.. 
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t'.r . Bell 
t:r . Graves 
1.3' . Haas 
!Jr . Cairns 
l.:r . Gas t on 
:.:r . Tho:::llson 
J,;r . Kuhn-
J:r . Schvmrz 
i:rs . Klotz 
~. ::orris 
~11' • ·,,,'hi t e 

September 30, 1041 
9 :30 n.ro . 

Herbert , wha t have you? 

189 

I me t t:r . Joe Ryan of the Longshoremen ' s Union 
<?ho •·ras v:ery i ndicnant about an nlleeed theft 
fron a pler dOl"ffi on the r:ew Yo rk \?ater f r ont 
which ·.~e are investi,.atin~ . I don ' t think it v ~ 

amounts to =ch. 

Anytl:ins else? 

::o. 
:Jr . EccL s testifioc. t hat t here should be a 
ceilin~ on far.n prices , that surpluses should 
be used to J:eep prices dol·m, iarm pri ces, 
and t hat there should be discretionary power 
to f ix f arm pr ices between a hundr ed anC. a 
hundred and len percent of parity . 

Between a hundred and a hund~ed anC. ten? 

Yes . 
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He is cutt ing it kind of fine , ian' t he? 

Well, he is following your lead except on 
that point . 

Wel l , he didn't follow~ lead on profit s , 
either. 

No, I meant just the farm prices. That is 
all I have. 

1_90 

I can't make out just what Leon said at - about 
profits. I don't kn.ow whether he had a 
prepared statement or not. You see, the 
Wall Street Journal- -

I think he made a speech, didn' t he? 

It S&fs,"Eccles and Henderson oppose plan t o 
limit profits." 

(Yr. Morris entered the conference . ) 

Good morning. 

Excuse me, sir. 

Henderson simply doesn't want it in his bill. 

Henderson suppoaed!T is here for lunch. 

I have a memo. 

Send it to me before lunch. 

Would you (Bel l) give Krs. Klotz a list of 
who is coming for lunch today. 

Tha.t is all I have. 

Ferdie, right after this meeting we will do 
our speech. 
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I spoke to George already about that and 
it will not require any serious chan&e. 

I was right, wasn't I? 

"MAny commodities continue to go up, but 
some of the food prices have--" 

Yes, but over-all commodities--

1.91 

The over-all eommodi ty index is down slightly­
and the food component and the farm price 
component- -

It is much better than what I said,"The thing 
continues to go up since I talked. 

No, you said, "The continued advance in the 
price of many commodities may mean so and so, " 
but you never said, "All commodi t ies have gone 
up . " 

All right. What else, Ferdie? 

That is all. 

Chick, arrange - have you got them, just the 
ones touching on the tax thing? 

I have then separate. 

ill right. 

I talked to Draper again. He said he is go­
ing ahead a hundred and two percent. I told 
him that you would talk to him sometime . I 
don't think it would do any harm. 

I will do that. Vfuat is his name again? 

(L!r. White entered the conference.) 

Regraded Unclassified



Haas: 

H.M.Jr: 

Haas : 

H.M. Jr: 

Haas: 

R.l!.Jr: 

Haas : 

H. Ll.Jr: 

Hans : 

H.!.I. Jr: 

Haas: 

li.U.Jr : 

Haas : 

H.JJ.Jr: 

Haas: 

.. 
• 

192 
- 4 -

Ernest Draper. 

He is going t o keep the boy down to one car? 

I think so . 

And try to get the 'bo7 a ~t 

He said he would. 

And are you checking all price stateoents in 
11tf speech? 

Giving it another check this morning. 

Good. I was very disappointed in it - that 
super- confidential weekly letter that Lubin 
gives to t he President. I don ' t think it is 
nearly as good as the one you give me. 

'1'11&11k you. 

I thou~t I was going to t ind 10111ething i.n it. 
There 1s nothing in there at all about muni­
tions or anything. 

W91be that was an ott issue. That is what I 
tigured 11tfself. 

His charts aren•tas good as yours or a~hing. 
I don't think it i s nearly as good as the 
bulletin you have. I can say this much in 
the room. Lubin sends the President a weekly 
report and in it not one thing about armaments, 
was there? 

Not in this one. 

Not a thing. 

He may have another report. 
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I am not sup?osed to sec it . ~11 rijht? 

I am a ll ri~:ht . 

Harry? 

I have nothin~ . 

1;othin3. 

t9:~ 

I think the storic~ arc quite -ood no:; . Jclut 
::cCort13ck , :1e11 York 'i'imcs, tinned ~e oft lest 
ni;;ht that sone of the bo;rs l'lerc --oin- to try 
to tnist it, er.d I did so:ne tr:issicinar;r wor!{ . 

Th~t t they were :;oin ·~ to t1ti st it? 

They ~anted to interpret it as bnckin~ a11ay 
comple tely. I reassured them the7 r:oul d be 
far out on a limb i£ they did . 

Hell , you see, the Tr ibune mixed my story 
up with--

·.l'ith Eccles • 

•••• with Eccles . I love the editorial of 
the "wrong timinz" in th~ ??st: They don 't 
have c. can a t ni ~ht to cnec.< :nth the ne:-ts 
stories. 

7he editorial :-tas 7-Titten earlier. 

ThAt is all ri :;l.t . You en f or,·et e'Jout it 
now. 

An;rthin~ else? 

That is e.ll. 

Harold 1 loved this , and whoever -:ot the t in, 
' "Th nk " d J • ' t will you tell the~, 1 a 3, an con see 
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why we can't use that somewhere. (Showing 
Mr. Grav?s cartoon from the Washington Post.) 
I think lt is grand. It ia certainly same­
thing for the schools . 

Can't you get the original? 

You might get the original. 

I will try. They are getting these bond 
plugs in a great many comio strips. 

That was a particularl1 nice one . 

They had a good little plug at the fight 
last ni~t for savings bonds . 

Did t hey-? 

In one of the addresses. 

It was on t he radio right afterward. 

Did they-? I didn't hear it. 

You remember that at our lunch with the 
Bankers at Detroit a man from the uanutacturers--

A little louder. 

A man from the .l.lanutaoturers national Bank 
raised a question about a case pending here 
in the Foreien Funds Control. 

Yes. 

Subsequently he wrote me a letter attaching 
one to y-ou which I sent to Mr. Pehle , and 
llr. Pehle has now supplied a memorandum of a 
draft of a reply to t hat. 

What does it say? 
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Well, the case is one of ma~ that are held 
up pending determination of a policy, which 
has got to go to the Inter-departmental 
Committee, according to IJr . Pehle 1 s memo­
randum. 

a.tt this was from last !lay? 

Yes. 

Pehle S&fS that it is not true that ~ 
promises were ever made as was said by our 
banker friend, that the case would be dis­
posed of in a few d&fs. 

On aluminum, 1lr. Uaok has given me a memo­
randum, and I have talked with him too. The 
total accumulation of aluminum in that drive 
was eleven million three hundred thousand 
pounds, of which Mr. Maok hss given shipping 
orders for all but just a fragment . The 
billing and the shipment of about half is 
held up because of sotae disagreement between 
the emelters and Opacs on the question of 
price . That is now being thraShed out, and 
Ur. Kaok expects to have that settled so that 
he can go on with the billinc and delivery of 
the balance withi.n the next few d&fs, so it 
isn't that ~e fiscal movement hasn't taken 
place. 

Thank you. 

I talked with Iseby late last night. 

Oh yes. 

And Bimply told him what we had found. He 
was shocked and chagrined. He knew nothing 
of thls man ' s background. I suggested that 
he should go and see the Secret Service agent 
there who has the man ' s record and also h.lk 
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with Thomas of the Automobile Workers Union 
who tol d our Secret Service people or 1 

who has said to someone out there ~nd it 
has come to the knowlod~e of our Secre t 
Service people, thnt he ~lfouldn ' t have any 
truck with this man, Small; and, of course, 
we are start ing all over again on this 
record distribution thing so as to cut out 
~11. 

Chick, be sure and see the Detroit papers. 

I put in an order for special service on 
that . 

That is all I have . 

I talked to al l three Detroit correspondents 
last night . 

I talked to them at home last night ab?ut . 
m;r goine to these l!leetin~>"s , and I am ;nlllng 
to go to Seattle . 

You are? 

Yes . 

Fine . We will make those 
trip to Seattle will have 
next ten days or so . 

arrangements. Your 
to be within the 
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I thought there was two weeks out there. 

It runs from the fifth for about two weeks, 
beginning the fifth. 

Ur. Secretary, did you see that Dubinsky is 
not going to the Seattle meeting, because he 
is worried about racketeer s in the A. F. or 
L. and because the Seattle meeting 1rlll do 
nothi~ to take a position on that? He and 
his UIU.on are boycotting it. The story was 
in PU on Sundl!¥ or Monday. 

What do you think o£ tha t ? 

Well, maybe you \fould like us to check 
with somebody like Mr . Lubin about this 
thing before you make a decision. 

I spoke to Lubin at luncheon yesterday . 

mtat did he say? 

He said I ought to go . 

What do you thin~ Ferdie, about a further 
check? 
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I think in Tiew of that , the Secretar1 ought 
to think that onr again, because it thi a 
is to be a whitewuhing meeting for leaders 
who Dubins~ and a lot of other good peopl e 
want to get out, I don' t think the secretar1 
ought to be there. I f there were no t rouble 
brewing in Seattle, that lll.ght be a different 
stol"1· 

Well, can we help to make a check on that , 
Ferdie? 

I tell fOU, if he is in town, an awfull7 
sound fellow is the Vi ce Preail ent of 
RCA, who used to be Assistant Secretarf, 
McGrad7. I wonder if KcGrad7 i s in town? 
I think the1 sent him to Engl and, didn't 
thef? 

Yes. 

I don ' t even know which union he was . S&mmf 
Klaus is Dubinskf' s nephew. You might ask 
S8111!11 Klaus what there is to l.t . Am I not 
right? 

Well, I don ' t know what the relationship is, 
but it is something. 

He is his nephew. 

Of course, I was aware that there are. liable 
to be fireworks at both of these meet 1ngs, 
but it seemed to me that here was one thing 
that there would be no fireworks about. 
The secretar1' s presence there wouli be 
absolutel1 free from an1 connection with 
an1 of the fireworks . 

I ~11 call up John Boettiger in Seattle and 
ask his advice. 
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I t is not that there will be fireworks 
The complaint is that there will not b; fi~e­
worka where there should be. The complaint 
is that they are suppressing an issue here 
and therefore the presence of any Cabinet 
officer at Seattle would help the people 
who want to suppress and male the thing 
seem more patriotic. 

\','ell, 11e will check further then. 

Yes, you had better check. 

{The Secretary held a telephone conversation 
with Mr. Ernest Draper of the Federal Re­
serve Board) . 

Adolphe Berle wants to come over this after­
noon at two thirty and talk about our 
stabilization loan to I celand. They are 
very hard put for dollars . 

He wants to freeze it, does he? 

He r.ants to freeze it, so I told him I would 
see him. 

You ~t to see him? 

I will see him, yes . You don't want to see 
him, do you, at this stege of the game? 

~hat are they going to put up as collateral, 
icicles? 

Icicles . (Laughter) . 

No they are going to put up the possibility 
or' getting dollars through Lend-Lease, (laughter) 
and repay the Stabilization loan. 

That is marvelous. That i s the best one yet . 
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ihe amount of bids on Treasury Bills yesterday 
amounted to only a hundred and eighty-two 
million, dovm f rom four hundred and four 
million t he week before. The rate ~>ent 
f rom D37 to .062. That, I take it, is t he 
result of those large banks allowin~ the 
Bills to run off to ~et them in pos1tion t o 
meet the November 1 1ncrease in reserve 
requirements. You remember there we r·e three 
large banks in New York which were deficient, 
but they had somewhere in the neighborhood 
of a hundred to a hundred and tr:enty- fi ve 
million of Treasury Rills. They were allowed 
to run off. 

Clark of San Francisco sends me a letter and 
a clippi ng f rom a Lincoln, Nebraska paper 
which quotes a man by the name of Nordskog, 
Andrea B. Nordskog. I don't know him, but 
he made a spe ech out there praising Lindbergh 
and in it he says that if there is a general 
run on Defense savinzs Bonds , only one person 
out of sixty would ~et his money back. 
Now, that may spreao , and I don 't know 
what Tie can do to --

Turn it over to Harold . 

•.• to counteract i t. iie really ought to 
~atch it, I should think. 

Turn it over to Harold . 

There wAs a cable in from Fox in which there 
is one para~raDh you may be interested in. 
I don't thi~ you need to read the whole 
thing . I didn ' t send it to you last. night 
because I didn ' t t hink it wns worth 1 t. 

Mr. Lauch Cu1•rie says he has lost face . 

\\bo has lost face? 
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Lauch Currie has becauee we have sent Kerle 
Cochran to China in com:pan;r with that English-
man. 

How does that make Lauch lose face? 

Well, I gat hered that Lauch had opposed 
our sending an;rbod;r. I didn ' t know about 
it . 

No, He opposed hie going. 

What is the nmae of this Engliehman? 

Niemeyer. 

Niemeyer want ed to drag us in, and he feels 
not only that he will lose face, but that 
Fox will also. He was quite upset about it . 

He didn ' t say anything about it. 

I t seems there has been all kinds of questions. 
I told him I knew nothing about i t. There 
has been freasure from Niemeyer t o drag an 
American 1n. He referred to some case, 
some cable , where the;y said that Pox was only 
a third- rater, and he feels that the English 
haven't handled themselves well over there 
and by our joining with them that we now 
dr op to thur level. So I told hill that 
I f rankl;y knew nothing about it and that 
the matter had been put up to me on the 
basis that, one , Karle Cochran needed a 
holiday and two, he needed to get awa:r in 
order to have a t our of duty so that be 
could come back and stay here , 

Well, you said it would be a good thing 
for him t o go over and get first-hand 
information on what was going on, yes. 
I never heard this , di d you, Harr;y? 
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Hear 11hat, J)an"l 

What the Secretar7 is ••Tine about Lauch. 

I didn't catch what he was 117ing. 

Lauoh waa against anJbOd7 going with Nieae71r. 

Yea. 

And he thought i t would brint us down to thl 
leTel of the Brit ish. 

I did know that. You d140 too 

No, I didn't know that . I knew that Lauch 
didn ' t want to go himself because he didn ' t 
like Nieme7er, but I didn't know that --

'llon't you remember the position that Currie 
took in the discussion we had was that he 
didn't think an7body ought to go . You reiiUim­
ber in a later discussion when we talked it 
over we thought that if Currie would go i t 
would be all right, but nobody alae . I 
thought that was the conclusion. 

Well, we thought no one should go as an 
economiat except Currie because it would 
detract froa Fox. Now, Merle ia on an 
entirely different basis, and not going ea 
an econollli at, and not going aa a part of the 
.raaion at all, but merely traTelling on the 
aaae plane with Niemeyer. He hn' t going 
to do any of this economic work at all. It 
wasn't set up that way. 

Well, aa I told Lauch, I dli! n' t know. I . 
couldn' t know because nobody t old me any­
thing about it, that he wanted - had been 
putti~g up a fight against in an7 way 
supplanting or - Fox, you ~ee. 
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Yea, that is rig.ht, 

No one, either you or 
tioned it to me, ao I 
about it, but I am 
Lauch mentioned 

baa ner aen- It 

what is the 

t know anything 
ng what 
that h 

thirty 
groups. 

I think I llll!ntiOiled to ~ tba t we wanted -
the reason we didn't want to send an7bod7 
elae to China was beciUae it would detract 
froa Fox's statue, but that if Cu~ie would 
go, who is the dadd7 of tbe whole .Uneae 
econoaic aiaaion, it would not detract fraa 
Fox, and 70u said it was all right to get 
Currie and I later told ,.~\Aat Currie did 
aot want to go, and ~an•t beoauae be 
clldn • t like Niemeyer. 10 1 aalcl, "Everything 
~." t;4en. • Then latu 1\ came up that 
JIIFle would go on -tbv ahtta. He is not 
tolng in the a81le slatu ~' CUrrie would 
liave gone at all . 

No, but I dio' t ltnO!f thit )auoJL bad been put­
ting up a n.gnt agaiJUt uding anybodT. -
&DJ ~rican there, 

I think we have all done that. I mean, he 
haan•t been alone on that, on the econaaic 
Ill. as ion. 

If there is any daaage done, it is done. 

I don't think an:r damage wi 11 be done • 

I don ' t know. 

I don't think so at all. 

I I&J, I am reporting ay conversation, 

----- - -
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H.".Jr : 

Pellt 

H.V.Jr: 

Thot~pson : 

H.U.Jr: 

Thompson: 

R,}!,Jr: 

'!'hocpson: 

H.I.!.Jl'l 

Thot:1pson: 

H.!.!.Jr: 

Kuhn: 

!I.II, Jr: 

. · 
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You remember I told you that Mr. Bull 
wanted some information on the Standard 
Oil Company of New Jersey? 

Yes . 

204 

He has asked for it officially, and here is 
a reply. Harry and I are due at the 
Appropriations Committee at ten o' clock. 
Can we be excused? 

O.K. 

I have a revision of our circular assigning 
the various officers of the Department to 
the Under Secretary and the Assistant 
Secretaries . The only change is just to 
hring us up to date. 

(Mr. Bell and Yr. \Illite left the conference). 

Assistant to the Secretary? Why this now? 

tell, we have been more than a year without 
a revi sian • . 
Well, let me go over it . I don't want to do 
it snappily. Ther e is too much in there. 

Could I see you just a minute? 

Sure . Is that all? 

That is all. 

i.o you want to give us a minute, Kuhn, and 
then we will go on the speech. Have you got 
the speech? 

Yea, sir. 

If you will wait outside, I will be with you 
in a minute • 
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L:~~Jr : 

C1lP r9 t or: 

H!~Jr: 

Ernen G. 
DrAo er: 

~: Jr: 

:>: 

~1!Jr : 

0: 

H!-~Jr : 

D: 

( 'i~Jr: 

I D: 

I !'~Jr: 

I ~ : 

~V.Jr: 

D: 

( 

Hello . 

Governor Draoer. 

Hello. Hello. 

Septemo~r JO, 1941 
9: 50 a.m. 

Ooo6 morning, V.r. Secretary. 

Hello, 14r. Draper. 

How ar~ you? 

Fine. 

Er nes t Draper, to you. 

Right. 

(Laughs) 

"0-._ ;, 

Ernest, I understand that you're going to 
interes t your self l n that case in Pennsylvania. 

Yee. We ' re getting r ight after that . 

Swell. I hope we ean 6o something. 

'oell , no" , I un<!er atand exactly how you reel 
snd the only reaP on there wnen 1 t an:t - t here 
hasn't been any delay, but I Jus t QBde a 
auLgeati on that according to the Federal 
Reeerve t hey th~~£ht thPt if they eoulc get 
1-:rs . Cohen to wrlte to the,. , then they'd h& ve 
a ~oer to work oni bu t for one r~aeon or 
another, t!uit dldn t seem to work ou t so 
we're ~e t t i ne; 1.r. touch w1 th Br @. Cohen our­
selves. 

Good. 

And then we'll start t he ball r oll i ng. And 
ss tar as we •re concerned, Mr. Secretary , 
we ' re going t o ~ut on all the preseure in 
the •or l d t o clean it uo nuickly. 
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0: 

HMJr: 

D: 

HI!Jr: 

0: 

Rl!Jr: 

D: 

RllJr: 

D: 
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I'• trying to get the boy a Job. 

Well , tbat'a vbat ve're atter, too. 

Good. 

206 

Abeol~tely a remedial Job and it'e interesting 
to get into one ot those tb1nge atter all 
theee talke abo~t over-all aonetary control. 

Tbat 1 e right. I alvaya like to get right 
dovn to theee caeea. 

Yea. Vell , tbat 1 e right. And we ' re eure 
behlnd yo~ a hundred par cent on tb1e. 

Three a~toaobilee are tvo too aany. 

(La~ha) That 1 e right, Mr . Seoretery. Well , 
yo~ 1ll hear troa ~• very ehortly. 

Okay. 

Good. Good-bye to you. 
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September 30, 1941 20? 

10 am 

Mr . Kuhn went over this dratt with Secre­
tary, wi th Wrs. Klotz present . 

l 
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v "' ...J, , _ 

Draf t o! Secretary Morgenthau•s Speech 
to tte American Bankers Association at Chicago 

October 2, 1~41 ' 

Three weeks ago I sai<i that we were in the early stages 

cf a serious price inflation, and that we must deal with the 

•~ncer at once. I sai<i then, and I sbouid like to repeat it 

~: t. e very start of this tal k today, that if we <io not check 

tr.e spirsl of rising prices, and check it now, the conse-

quer.ces will haunt us ana our children for years to come. 

' I outlined then a twin program for fighting inflation, 

on t!.e one !:and by reducing excess purchasing power i n the 

l.ar.~s of the public, an<i en the other hand by i ncreasiLg the 

supoly of goods, l ike farm products, which co net com?ete 

.. :lr. the ove r-ricing neecis cf our na tional defense effort. 

i..-C 
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I aa14 then. 8B4 I .... t it at e-.neatl7 aa I baTe 

enr 1111ant &JI1thlng 1n public lUt, that it n s "aheer 

folly" tor the far.aer t o leek hilber prioea for hie 

crops at this tt.., for l a\or lea4tra to seek continual 

new increuee 1n 111gea, or for landlor4a, buainenun, 

bankers, or au, group to exploit the preaent e .. rgency 

tor sel fish gain. And I asked for the understanding and 

aupport of 130 million Americana in fighting the evil of 

inflation by every means in our power. 

The contlnue.Y9ance in the 

in recz·· • ..; l :..~ .... 
!dmi~ tration'a purpose 

~~maD¥ atapl~s 

pooplo otUl ,...,{tho 
in oheckl~ in!lat~on . 

Yet you haTe aeen the joint atatement is1ued l ast week by 

the Federal Reaerve System and the Treasury, dealing with 

the raialng of bank reserve requireunte to the !lait of 

D-C 
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the l aw, and pledging full cooperation with the Office 

of Price Administration and the new SupplT and Priorities 

Allocations Board. That joint statement was a r eminder 

of the f act that the Government alrsady 'has powerful 

weapons of control in its banda, and that if it needs 

more power it will ask Congress for whatever it needs, in 

the fight against rising prices an~ .falling living standards . 

The Administration is just as determined to beat down the 

forces of inflationary evil as it is to defeat , at what-

ever cost, the forces of military conquest that are running 

rampant across the earth . 

There ie no need to tel l this audience of bankers of 

the need of common effort, on the part of every group and 

every individual in the community, if inflation is to be 

( 
averted. You have shown abundantly in the paatyear that 

D-C 
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you are conscious of your duties and your responsibilities 

to the country. You have given magnificent help, and given 

it unselfishly and cheerfully, in the selling of Defense 

Savings Bonds and Stamps. You haven given turtber help in 

the sale of tax anticipation notes which enable every t ax-

payer to meet next year's heavy tax bill more easily. You 

have cooperated willingly with the Treasury's control of 

foreign funds, even though it interferes with the free 

handling of your business affairs and subjects you to 

many complicated regulations an.d questionnaires. 

In all these and other ways you have been such real 

partners of the government that I am very gl ad to be with 

you thia morning, to thank you personally for all that you 

have done . 

( 
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But the moat important t~ak of American bankers lies 

immedi~tely ~e~d , and i t is ~ broader and bigger task 

than an¥ you have yet been called upon to perform. That 

is ths task of doing everything in your power, not only 

as bankers but ~s influential and respected leaders in 

your communities, to fight this evil of inflation wher-

ever it rears its head. 

Many of you will remember, from your own experience, 

that inflation i s just as damaging to bankers as to f armers, 

wage earners or businessmen. We had a pr ice inflation 25 

years ago, and wbile there were sins of commission in those 

days which we have not repeated and will not repeat , t he 

present course of pr ices is following the old pattern with 

remarkable precision. 

( D-C 
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We know now that the doubling of bank loans and 

investments from 1916 to 1920, and the resulting doubling 

of deposita i n the same five rears, contributed to the 

great increase in prices which brought such hardship 

to American consumers and such disastrous after-effects 

to American fanaers. 

We know now that t he inflation of a quarter-century ago, 

with all of its injustices and dislocations, could to some 

extent have been avoided if the Government of those dars had 

acted more promptlr, if it had taxed more heavilr and 

bor rowed more widelr from genuine savings. 

When the inevitable collapse came , no fewer than 2,910 

banks with 790 million dollars of deposits were compelled to 

suspend operations in .the five-rear period from !921 to 1~25. 

Humptr Dumpt, had fall en from the top of a verr high wall , 

anci mtey rears of effor t were needed to pick up the pieces . 

B-e 
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It ia our job at the Treasury and the Federal Reserve, 

and yours aa cus todians of t he people's money, to make 

sure that any present-day descendants of Humpty Dumpty 

shall not go climbing up that 11111 of expanded credit and 

higher prices again. 

That ia why ~ first plea to you aa bankers is that 

you scrutinize cl osel y you.r own lists of e.pplications for 

l oans . Those lists contain wi thin them much of t he 

ammunition of inflation. You have in your hands, therefo re, 

one of the moat effective weapons for checking inflation 

at ita source. You are sure to find, on looking over ;your 

lists, mAnf e.pplications for money for non-defense projects 

that would involve compe tition for steel or copper or any 

of the thousand and one materials now needed eo desperatel ;y 

( for our def ense effor t . If you can postpone al l such 
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unnecessary loans until a later day, without waiting for 

the priorities to become broader , you wil l be do ing a r eal 

and lasting service to your country . 

I 1\ope that in t he not too ui stan t future the priority 

system 1dU become so effective that the supply of ul raw 

• 

materials for all purposes will be unde r fuH control in the 

inte r·~st s of ne.tional defense . That shoula mean t.tat 

me. l et•iels 'llh ich must be used for defense purposes wil l 

' 
nol go into any unnecessary civilian projects . But until 

t11at ciay comes, I nope tt,at you will constitute yourselves 

t~e sentinel s of the na tion, in yeur own oank and your own 

co~~ni ty , in guarding against any private encroachment 

upen the stock of resources needed for the national effort , 

Ano ther essential service which you can perform is, 

( QUite simply, to teach the people of your communities the 

facts about inflation ana defense f inanciQb, anc eoout-
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-the 1itwatiea i1t which this cowttz) atmtdr. 

You eee in your daily work men and women from many 

walks of life. You are in a key position to advise them, 

and your advice carries as much weight ae that of a family 

doctor to his patient or a l aw.yer to hie client. I know 

that in these eerioua · timee you will give the right kind 

of advice , and that your influence collectively and 

individually will be joined wi th that of your Governaent 

in its effor ts to keep inflation in check. 

There is a real need of convincing the average citizen, 

right now, that he will have to accept far greater taxat ion. 

There is a real need of prepar i ng him to make greater 

savings in his daily life to ensure t he long-run survival 

and improvement of his standard of living. i bove all , there 

( is a real need of explainin~ to him that this war cannot be 

won quickly or cheaply or easily. 
B-C 

Regraded Unclassified



- 9a-

It will r equire all-out effort on our part to tip the 

scales in this war. It will require every ounce of strength 

that our giant industrial system can give. It will demand 

sr;eat and sacrifice on the part of producers, workers, managers 

and consumers alike. And it will mean the greatest public 

expenditure that has ever been pumped into the arteries 

of our economic system. 

Defense expenditures have now risen slowly to a billion 

and a quarter dollars a month. They will soon be a billion 

and a half, but even then they will be utterly inadequate 

compared to the need. Perhaps "inadequate• is too mild and 

charitable a 'IIOrd. We are trying to ma.ke ourselves the arsenal 

of democracy by devoting only 20 percent of our factory and 

mining output to defense, only 30 percent of our output of 

durable goods, only 10 percent of our output of non-durable 

D-C 
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goods, and only 16 percent of our nat ional income. That, 

surely, is very far from total defense or all-out effort. 

The magnitude of the job we have set out to do has not 

yet been brought home to the American people. Let me give 

you a few simple illustrations. i t present pri ces the cost 

of the total defense program a& now planned will be more than 

50 billion dollars. This is 10 billion dollars more than the 

original value of all building construction in the United States 

during the last twenty years. It is more than the total 

original value of all passenger automobiles now in use plus 

the total investment in Acerioan railroads. 

There is no reason whatever for us to be discouraged 

over t he mere size of the job ahead. In spite of a slow start, 

we are now on the road to an expansion of production which will 

( confound those of narrow Tiaion and little faith who cr ied, 
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"It can 't be done.• The capac!ty ot America to produce over 

the long pull is almost limitless. We Americana can do &nT 

job that we set ourselns to do. 

It is not ~o much the aise ot the undertaking as the 

limited tiiM at our collll!lalld which causes our economic aystea 

to heave and etrain. To telescope such a vast construction 

or production job within, not twenty years or ten years, but 

within one , two or three years, is bound to affect profoundly 

every a.apeot of our economic and social life. 

Under the impact of our comparatively modest defense 

expenditurea up to now, our national income has increased 'b7 

ten billion dollars in a year, and we are feeling all the 

preliminary aymptoma of a serious price intlation. What will 

the inflat ionary forces be six months from now, when we shall 

be spending much faster and when the supplies of materials 

tor civilian use will be Slll&ller than they are today? 1/here 
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will prioea be then, if we do not act courageousiT to oheck 

them now? 

It is imperative that we set aside a great part of that 

national income, and especial!T the increase in the national 

incoJ:IB, it we are to arm ourselves in time and also put an 

effective brake upon inflat ion. 

One indispensable method of paying for defense without 

inflation is "all-out" taxation, a method that has not yet 

been tried in spite of the good start that Congress has made 

in raising $9, 500, 000,000 in additional revenue. With the 

help of the new Revenue Act of 1941, our tax structure will 

yield almost fourteen billion dolla.rs in revenue, but in rq 

opinion it still contains mAn¥ inequalities and many omissions 

which will have to be corrected next year. 

The tax bill next year will have t o be a genuinely "all­

out • bill, a genuine levy upon all i .n accordance with their 

~c 
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out ot -... 

!be 1100114 1JI4lqeuable •tW ot 4ra11iq ott uo .. a 

o~r pveJauea la liT llol'l'OWiq aa .aob u poulble tJoa. 

the pmaf• a&Yillp ot 1D4b1a.J.a throapout tile -v,. 

( • ooul4 ~ p te tlle 1lll8b tor tlle balk ot 0\11' ti.DauU.J 

I haft aa14 repoate4q that Wa -aU 'be tile eaar ..,~ • 
, 

•hall ban to ... to rou tor t1111U lll4 I bow I oaa ao111lt 

bownr, b to fl• u ov -a. aa lac u poaalble wltbout 

111tl&t1oUI'J preuve ot 0\11' nittq rlai.lll utloul ln-. 
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tin •atu. It Jau Jlela.a ua a billioa &114 a bal.t 4ol.lan 

troa two ana ou-halt llllliou 1D4h14ual iaTeatora. TM 

reault ao far h oertahl;r aot below ov npeotatloaa, but 

juet aa oertaial;r 1t falla far abort of ov neaa.. It falla 

ehort upaoiall;r 1a that 1t baa olll;r bapll to raaoh worllllra • 

P111'0lla. lnr;r ou of tha great utloual labor ol'pabatloaa 

hal gi TID 1 ta IJ!dora-nt to 171tl•t1o I&'Y1ng, and 'YOl11Dt&J'T 

pa;rroll allot.ent plana are now 1a operation 1a ., ... than 

fin thouaana faotoriu l!lplO;rinc between fin an4 dx llillion 

workers. Our atroqut eftorh 11111t aow be •de 1a our great 

induatrial oentera, ana 11111t be dlraotea at tiM good aaaae &114 

patriotlaa of thl worbra thaaaelna. 

I oan find no uaetulnua, for our pr .. ant purpo11a, in 

tiM old IJ.but;r Loan •thod of fixing .,.,, quotaa tor o~­

tlu, tradu, labor unioaa, achool olaaa .. or indlrlduala in 

thia Deteaae Sarl.nc• Procraa. I oan '" 110 'Yalae, either in 
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tel'lllll of eoonoaica or of _,rale, in high-prueurinc people 

to t&lce .,ne7 out of be.nk eannca aooounta or out of lite 

inauranoe. But I do "' a great beuf1t, financial and _,ral, 

in perauadlnc apendera to .. t aaide, •JSteaticallT, welt 

after net, a part of thdr current inco• for their 01m 

good and their OOll!lt1'7' a goo4. 

The kind of apendlnc that the Treaaur7 1a 110at auioua 

to divert into Defen.ae Savinga Bonde ill the apendlnc produced 

by Pl1 inoreaau and bonuaea, and b7 di'ridend p"1JJIInta. 

I ahould like to offer u a eucgeation, for exuple, that 

ereey Chriablu boma in tha United Statea be paid in Defenae 

Suinga Bonda or Stupa thia 7'&1'• !ha b&Db of .berie& oan 

start t be faahion ao that it will awep tha oountey. 'l'be 

total amount of auoh bonuaea 'a¥ be &Mil, but there oollld be 

no fiur exuple to the publio, no _,r, atrikinc re•lnder of 
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thl apirit of tblat tlata, DO bttttr Mltp&N for tM a.,. 

of eoonoalo atrah that art I'ID't to follow tbt ..,.. 

224 

1ft at tM 'rrt&llii'J btlln• that tM nlatar, Dtftue 

Snlllga Procraa baa al.rtaq aabu4 a creattr atue of pri4t 

ill ...,.ri ca &114 a &"ater nue of partloipatlon 1n tM utloul 

t tfort. W. ab&ll o011tlmlt alOJIC tb&t 1'0&4 of nlatar, ooopera­

tion, u 4 I aa ptrfaotl.J oonfi4tnt that w ab&ll. reaoll ftlt 

nUIIbtra who are w1l.l.1Dc &114 eager to put tllt.lr nrl.Dp to work 

for their oountl'fo 

In thb effort tbl 'rrtaiUI'J will oontlmlt to 41pt114 P"&tll 

upon tU bulbrl of Mlrloa, DOt onlJ &I ita &llllb h 1e~ 

Deftua Bo!IU llat &lao u Jd.aaloll&l'ill h apHdJ.Dc tM JOipll 

of ••'f'ill&• h tlala l1b tblae. 

ThtH are 110 .-J.aaiou tor 'b&Dbra 1n thla work, &ll4 

7ou ban aake4 for IIAilllo Bat h or4tr to tlltble JOU to gin 

I)..C 
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wldn dhtrllllat1011 to Defeue la"riltp BoMa, I 1a blppr t;e ,.. 
announce to JOU thla IIOrD.iJI& tllat lt will 110 loaaer be 

neoeaaarr for 70u to put up collateral for the aerlea 1 

thia will reline eapeolalJT the -u llub, of 

& real burdu, aDd I lillre that JOU w1ll. ~t healtate to tell 

ua at the 1'NU111'7 o~ aq dall~ barbu wbloh JOU fell _, 

• 
~ !luper1Dc JOU 1D Qa Ale of theM 'boAal. • 

tax11 will not, of oourae, be 

enoup la thalelTft to eope with the 1Dtlat1oa that DOW 

confront. u. I ••14 eviler thia •l'll1llc that w a!.pt haw 

to &ak Ccacre•• for further power to .artall bank ore41t. 

I h&w alreaa, nueat.a 111 exteuloa of the eoolal ae.arltr 

prograa u a poaalble •thod of abaorbiDc 11nral blllloa 

/ 

dollara of Dnt ,.ar • 1 aatloul lnoo• 111d thu Wllahaa a farU.r 
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ruern tor the tutve. I ban alHaq nae1tea, not onoe 

but repeate4JT, tllat the Gonra~nt out ao. ~aiatelJ 

on non-bteue upen41ture, not onlJ aa 1011114 t1Jwaolal 

polio7 'but u ao11114 ant1-1Dtlt.t1011U7 pn.otloe. I ban 

t.lreaq expreuea tbl hope thet the prloe oontHl 11111 be 

pt.1114 without Ulq, a1 &D IIIIDtial ltlp in OOIIII&tlq 

lntlatlon. 

ot oour11, ouch a ooablnatlon ot ••rcan07 tu11, prlorl­

tiu, 1t.Tlq1 an4 prloe-oontrol will oauee •- inconnnlenoe; 

of COUI'II it will MUll ·- bar4ahip, 1- Moritloe. • 

v• now e~~ppa in a worll •truull tbat 1l1ll oall tor all 

our eurc111 UAl all the qual1 tlea thet ban -.41 .ParlM 

great. .U a reoult of tbat ettort w ve oo.pelle4 to tipt 

anotbar enur,r, the IMit' of 1Dtlatlon, 011 the bollt troDt. 

Bow can .. hope to wiD. unl.e•• w lir•t tllrow ODto the rubbbh 
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heap all idea• ol buliDiaa aa UIU&l, pleaaure1 a1 uaual &Dd 

comtorh &I ualiiJ. ~ Ill 'IIJ' opiaion, o~lae~~no7 1a our •jo!' 

aouroe aL •U:u11 toda7 ill bu.ll4iD& our c!etau11, tor it 1ap1 

our will aad oloub our lliada, and bliab ua to tbe at1lpell4ou 

she ot the job that ocmtroata ua. 

We oan oonqur intlation on the 00.. trent lt w act now, 

just aa w can enaure the 4eleat olloreip. tJI'&IIIIf U w rouae 

our~tlna in tiM. Jlilet Aaericana, I think, are beglnntng to 

see that the7 ban a personal atab ill the tight againat 

intlation, juat &I .oat of tlwa bepn loq 1C0 to lie thea 

lndi'tidual atab ill the 4eatnot1on ol the l.rla ar •Cihlu• 

I aa ccntlc!ent about the outoo• on both tronh, becauae I ban 

a deep and abidiJii tdth ill the -n aenae ol the .blrioan 

people. 
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Ooerator: 

HY.Jr: 

O~ert• tor: 

HJ.!Jr: 

Ooera tor: 

iil:Jr: 

Oo•retor: 

H~~Jr: 

J. Douglas 
2rown: 

HEJr: 

B: 

i'MJr: 

8: 

H!~Jr: 

3: 

h11Jr: 

il : 

HNJr: 

B: 

Sel>tember 30, 19111 
10:25 a.m. 

I'll try to get him now. 

Oh , goeh . It holds me uo so. 

Do you want his assistant? 

\lha t ? 

His assistant? 

No, get him. I'll have t o t alk to him. 

Right. 

10:30 a.m. 

Hel\o. Hello. 

Hello. 

erown . .. . . 

Yes , sir. 

Morgenthau talking. 

Yes , sir. 

,.,,., ~· --· 

I've Just gotten word that I' ~ eY?ected over 
e t the White House at twelve o'clock. 

Yes, sir. 

And to be perfectly trank, I can only take 
one oerson. 

Yee . 

I think I ought to take Blough. 

Yes , I think so, too, air. 
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8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

B: 

HMJr: 

229 
- 2 -

8o I alvaya think that the aoat oourteoua V&1 
ia to be perteotly !rank. 

Abeolutely. 

I appreo1ate t remendoualy you're willing to 
so . . .. . 
x ... 
•• • •• but I'd ba•e to explain, and I don't 
think it's- I ahould ••••• 

I think you're a hundred per oent right. 

Do you really? 

Abaolutely, becauee he haa the up-to-date 
raote tar, tar aore than I haYe. 

Right. Vell, thank you eo auob. 

Thank you, e1r. Good-bye. 

Good-bye. 
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September 30, 1941 
11:25 a.m. 

Hello, Miss Elliott. Hello. 

Hello. 

Mi sa Ell1o tt. 

Yes, sir. 

This is Henry Morgenthau. 

Yee. 

Miss Elliott, in the tirat place, I want to 
thank you tor all the t rouble you and your 
people have been taking to help me on my 
various speeches. 

'oell, we were Just delighted it we could be 
any help at all. 

Now, after l ots ot thought and consultation, 
I deeided that in talking to the American 
Bankers that they were not a very good 
example or the American housewife. 

(Laughs) 
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And that therefore I would sort or take a little 
different tone than I did at Boston. 

Yes. Well, I think as or the publicity, 
I think your Boston epeech was excellent. 

Well, that's very nice or you. 

The Southern paper s carried - I was ln the 
South at the time - and they carried great 
sheets or it. I was delighted. 

Now I'm Just as much i nterested or more 
interested if possibl e , in the American 
houeewit~, 'and I need your help and I'd like 
any suggestions and I 111 be making other 
speeches, but thie one is to the banker and 
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not to hie w1te. 

Yea. All right. 

Thank you eo much. 
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All right. Well, we were deli ghted to help 
and don ' t hesitate to call on us at any time 
that we can help. 

And you know Mrs. Roosevelt - I ' ve got her 
in t ereated now. 

Good. 

And she's going to t own on this. 

Flne. 

But that's Just between us. 

Yee. 

But I mean, ehe expects to make it one or 
her maJor projects. 

Oh, I'm eo glad. And I'm so glad thet she's 
gone over every t bing to do that. 

Well, she's goi ng t o town on this. 

Flne . 

You'll hear from her dlreot. 

Good. 

Yea. 

All r lght . Well , thank you eo much. 

Good-bye . 

Good-bye. 
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September )0 , 1941 

ME~!ORANDUM FOR THE SECRETARY 

SubJect: Whi te House Conference on Soc1al Security, 
Tuesday, September )0 , 19~1 . 

The conference lasted approximat ely 40 minutes , 
beginn1n'! at approximately 12: 20 p .:n. Present were 
the President, Secretary Y.orgenthau, Secretary Perkins , 
llr . 118:-old Sm1 t h , Director of tne l'u~get, :.:r. Paul v. 
llcSutt, Administrator , Federal Security Agency, 
llr . Arthur Al t meyer, Chaircsn, end ~~ . Georf e ~ . Eig~e 
and !I~ a . Ellen s. iioodwerd, memb~ra of t ne Social -
Security Board, l{r . LBuchlin Currie, and V.r . Roy Blough. 
The following report or the conference is from memory 
and i s accordingly subJect to error in detaile . 

The President sa id he hoped everyone was in agree­
ment so tha t it would not be necessary to t ake much 
or his t ime . Mr. McNutt handed the President a copy 
of the recommendati ons of t he Soc1al SecuritY Boerd 
••hicn t he President read . l·!r. McNutt suggested that 
Secretary Hcrgen:h~u and Budget Director Smith would 
no doubt have some comments to make from the f 1scal 
point of view. The President said the obJective of 
t he program was or course 100 percent , but where was 
t he money coming from . Mr. Altmeyer said the 9roposals 
could be dl<ided lnto those arrect1ng the soc~al insur­
ances and t hose affecting puglic cas1etance. 

The Prestdent started telktns abou t pu~l!c assis­
tance . He sa!d he bed been giv!ng the problem of the 
une~ployables considerable t hought over the weekend. 
!J.r .Altmeyer said t het the r ecommendat i ons of r.he ihard 
With regard t o general relief were tntended to reach 
the problem of unea,loyables . The Pres ident es!d there 
were A great many unemployables on WPA. l{r. Y.cNutt 
stressed this idea and there wee no dieagreement 
expressed . The President said t hat he t hought something 
should be done f or t he unemployable& but he was opposed 

' 
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to puU .. •••r 1e lbo leM11Uu. 1e oa14 Ullo 
ruul'-4 1a \be ... ,. ot a peat 4M1 ot MMJ 117 
looal r1Ule1au. ... AlU.,er repl1o4 tbat elnoo 
tho Ae ot 1'3' lbo o'-fto 1a .- ltatoo a4a1alotor-
1Di pabl1o aoo1otaaoo ha4 booa broacht under 01•11 
lon1oo. !bo Preo14oat oa14 r•• tba)' ha4 boea 
broach\ .. aor C1Y11 lorY1oo bat Wbat 41ttoreaoo 414 
tbat ultOo ... AlboJOr oa14 tut U aoAo a l"&t 
4oal ot 41ttoreaoo - ~t pol1t1oo h&4 boon 1&1'1017 
roaon4 b7 br1D&111C \hoa all '11114or \ho Mr1t orotoa. 
fbo PNe14oat 1&14 probablJ thl pol1Uoe e14o ot 1t 
h&4 bolD 1&pi'OYI4 bat C1Y11 III'Y100 hi DOt alW&JI 
ott1o1eat. 

fbi PNo14ent tboD .. at1oDI4 ooao a4allllotrat1Yo 
41tt1oul Uu wUh pllll'&l reUot. a. ea14 Wb&t &boat 
t ilt Ylllap 4l'ukar4 • Wbat wlll IW OOM DD4ort It 
ht 11 110k b.t obrtoul)' ohoul4 bo t&kta oare ot bJ 
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tho ton. loorotarr Porklao oa14 tbat t ho ro4ol'&l 
oupon1oor woul4 111: 4on w1th tho loo&l a4aln1otratoro 
an4 4oo14o wtlat oatogorJ aaoh poroono •• thll ohou14 
ooat UD4or. ' 

... Alu•r•~ po1nte4 out tbat at tiW pruont Uat 
tho ro4el'&l Qoyornaent 4oee not oontr1bute t o aonoral 
rel1et bat aatohte otb.tr publ1o aee1otanoe oatepr1eo 
tlttJ•t1ttJ aa4 P&J• tba whole b1ll tor liPA. AI a 
ro111l.t tbo looal aatbor1Uoo 4o tbe1r boot t o pat all 
t hl1r ro11ot oa••• oa IPA aa4 •• tew •• pooo1blo on 
aeaoral rel1ot. le oa14 tbe 141& ot a441ng a rol1ot 
oatopi'J wao to ub tile ooatr1'bllUono ot tbl ro&eral 
Gou..-at tbo •- tor all oatogor1u ot publlo 
au1ot&Mo aa4 tb.ta take all .. eaplOJ&blte ott VA 
ao4 llllko U a pnlu work pNiJ'Ul aa4 DOt a partial 
41oab41U7 rellot propu •• U 11 t o & oou14erablo 
extent at preooat. !bo PNo14oat o&14 tbat 1t woal4 
bo hliblJ 4oolrablo t o 4o tbat w1 th liPA. fhoro no 
l'lllral ......... t. 

looret&l')' aoraenth&D ot&te4 brletlJ the oontonto 
ot a MaoNDdu that ha4 boen preparo4 ot&tlAg hlo 
Ylewo aa& \boa han4o4 1t to the Proo14ont, WhO road 11:. 
(A topJ ot thlo •aoran4u 11 auaobo4.) 
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The President at one or two pointe in the con­
versation indicated a desire to take care or old age 
indigency by meane or a general old age peneion but 
did not preae the idea far . He alao indicated that 
he would like to aee tha payroll taxea aeat the coat 
or the public aaaiatan~e prograae aa well aa the coat 
or the insurance programs. Secretar y Perk1ne etated 
that in 1935 the Co.mittee on Econcaic Security had 
suggested euch a prograa to hi.a and that be an4 the 
Secretary or t he Treasury had vigorouely opposed it. 
(Mr. Altmeyer indicated to me later that this waa not 
quite an accurate recolleotion of the facta . The 
Committee on Economic Security had recommended an 
insurance program which would be partially financed 
by Federal appropriations . It waa this element or 
general financing to which t he President and the 
Secretary took exception. The financing or assistance 
out or payroll taxee was apparently not proposed.) 

Secretary Perkins indicated that i n her opinion 
the broadening and i mproving or the old age insurance 
progrs~ would strengthen the demands or the Townsend 
group for a general pension unless the old age assistance 
program is also improved. Mr. Blough, who spoke at the 
Secretary's direction, suggested that the enlargement 
of the old age insurance program to include a great many 
more person• should, in point or fact, reduce the 
pressure for public assistance. Saoretery Perkins 
agreed that this would be the case in the future but 
aaid that the oppoeite would be true in the aore 
i mmediate future since the insurance prograa would not 
come into i mmediate operation for t he bulk or t hose 
over age 65. 

Secretary Perkins also asked what Secretary 
Morgenthau ' s view would be on increases in a public 
ass istance program if reductions could be ~~e in WPA. 
Mr. Blough responded, at the direction of the Secretary, 
indicating that the latter would not oppose improvement• 
and adJustments i n the methods or gra.nting relief but 
did reel that no eubstantial increase in the amount 
spent tor relief purposes should be made and that, 
e.ocordingly, approval or the proposed expana1on or 
public assistance would have to depend on reduction in 
other Federal relief programs such aa WPA. 
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There was eome discussion or variable grants to 
increase Federal payments t o the poorer States . 
Mr. Altmeyer and Mr. Bigge indicated that the Social 
Security Board fe lt that per capita income const i tuted 
the beat measure of ability in the several States among 
a large number the Board had considered, The President 
pointed out some of the d ifficulties in measuring 
income but it was suggested (I think by Mr. Altmeyer) 
that the Department of Commerce was making these esti­
mates and bad been doing so for some t i me . The 
President said be thought the variable grant was the 
beat way of handling the problem or poor Statea but 
that he had aome question about the political problema 
involved, He wondered if the richer States like 
New York, Pennsylvania and Cal ifornia would agree to 
pay the bill when the poorer States received the benefit&, 
Mr. McNutt (?) suggested that t he congressmen should be 
willing to subordinate the specific i nterests of the 
States to the general welfare and aald he thought that 
in some cases at least that would be the result . 

At one point the President indicated that he had 
been thinking about a disability category for public 
assistance which would be narrower than the general 
relief category. 

Very little was said about the expansion of the 
social insurances, the federalization or unemployment 
compensation, or the temporary disability proposals. 
The President broke up the meeting about 1 o' clock and 
suggested that there be another aeeaion ln a few days . 
He suggested that in the meantime the different depart­
menta might discuss the matter further among themselves 
and try to arrive at a general agreement . He indicated 
that he thought a compreheneive program should go up to 
Congreae rather than a patchwork proeram even though 
it might not pass. 

Arter the meeting Secretary Morgenthau indicated 
that in expressing t he Treasury view he did not mean 
that he would publicly resist the progr am of the Board. 
He wanted to set forth hie own views but said th~t he 
would not go against whatever decision was arrived at , 

• 

' 
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He ea1d he thought that 1t wae meral7 a p1oue hope 
to expeot reduot1one in WPA expenditure• to ott1et 
the proposed inoreaeee in Federal aid, He auggeeted 
the dee1rab1l1t7 or further oonterenoee with the 
Social Seour1t7 Board and 1t wae deoided that Mr. Blough 
should meet wi th Mr, Altme7er the eame afternoon, 
(See memor andum on that conference,) 

: 
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Oo•anh OD the loo1al h0111'1tJ Board o1 

19-.1 lechldba propol&l 
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U 11 ~ oou1ot1on that the loo1al Beouru7 propaa 
11 one of the Cl'Oahat 1Nlwarll::a of ov O..OoraUo 171taa. 
I oan voll ••• roaaona for a:q.ancUJIC tho progrua 1a all tha 
WIJI propoae4 ~ the lo&M. .Althoqh tho upualon of a 
paraaneat procraa of thle lt1ll4 lltloa14 roet pr1aar11J oa 
other ooaa14eraUon, the t1a1q of the a4opUoa of noll u 
enlarged P"-raD lltlou1d bo dehra1ae4 with due regard to the 
t11oal eltllatloa. fhie 1e parUoul.arlJ til& oaeo 'llhon ..,. 
tao• the daacore of 1aflat1oa. 

V1th Hepoot to the propol&l to exhlld ue~~ploJUDt 
1DeUl'aDOO, 1t 1e a happJ oo1Do14uoe thet the illproYeUAt 
ot the 1Deuraaoe plu ~n1zoe alaoet perteotl J with 
f1eoal oone14erat1ona. fbo oolleot1on of the propoee4 &441-
Uonal tax .. will 'be· CHa ter dllrlng tht Jl&rt of fllll , ... 
ploJUnt aDd Ja1Ch ..,.. .. noll ae are uUo1pde4 dur1Dc the 
4eflllat por1o4 aDd will 'bo 11 .. 4v1JIC per1oda of CHahr 
ua~~ploJUDt ..a lOYir .... , 11111oll .., follow. hnefU 1117-
.. nte oa the othar haDd w1ll 'bo Hlat1nlJ aa1l 41lr1JIC the 
4efan .. por1od aa4 .., bo •oil crtahr thtroafttr. fbo 
propoee4 f14tral1zaUon of tilt e1etaa, tspandl4 oonract, 
aD4 .. r, 11'btral 'banof1te not onl7 oonetltata an laproYe .. nt 
1n the 1Dnranot 11et .. 'but will tnhanot the dedra'blt f11oal 
efttot. hr th11e roaaone tho ~roaellrJ Depart .. d 11 1D 
faYor of the lo&M'e propol&le with roepoot to llDOIIploJDellt 
lnllll"aDOI, 

!ht propoaale with Hepoot to old as• aDd nrY1Yor'a 
lnnraBoe aro 1111::tw1eo 1n hariiODJ with the aot4e of tleoal 
polloJ. fbo oxteaelon of the ooYerage and tht 1Doreaet of 
the tax raha will anlarao the oolltoUoa durlnc tha 4etoua 
period. fbo7 w111 1111::tw1aa ull::t po .. l'blt the npanaloa of 
prohoUon to 1.Dollldo ptl'Dalllllt aDd total cUaa'bilUJ. Ia 
19)9 U wu Hooiii0Dde4 for f11oal roaaone that the laoroaeoe 
1D J117r0ll taxoa for old ac• aDd ftr'fl •or • e laauranoo aJiolnl.d 
not taka offoot on JaallarJ 1, 19~. ae proYlouelJ proY1de4 
'bJ law. At th1a u .. flloal raaaone 11n we1pt to the roo-
o-adaUon that raha 'bo 1Doreaae4. !ho ~&llll'J' llopart­

.. nt therefore npporh tho propoae4 rl'fldoa 1a tht old ace 
aD4 llll"t'1Yor 'e lalllraDOI prograa. 

.· 
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The reeult or these revieione in the unemploraent 
insurance and old age and survivor•• i neuranoe eyeteme will 
be to i noreaee the ratee with reepeot t o p17r olle rrom t1ve 
percent to eight peroent. The proposal tor t emporary die­
ability and boepital benetite aleo propoeed by the Board 
t<ould involve an additional tu or two percent. Since 1n the 
oaee ot benetite tor temporary dieabi lity and hospital care 
the expenditure• 1n any one rear tend t o approxiaste the in­
ocme,there ie no eubetantial accuaulat1on or reserve. For 
t h.ll reuon th1e type or prograa 111\e rebt1vely little etteot 
on the tlow or purobae1ng power and on the extent or 1Dtla­
t ion. In t he light or the neoeeaitJ t or building a tax ayetea 
vb1oh will have the aerl••a controlling etteot on 1Dtlat1on 
it ie queet1onable whether t he levying or a t wo percent PIT­
roll tax tor current expenditure• 11 deeirable at tb1e tiae. 

Tbe propoeale 1n the public aaeiet anoe field involve 
1noreaeu i n expenditure• w1th no i nor eaeee in r evenue. In 
the light or the preeent tieoal e1tuat1on all euoh addit1one 
to Federal expenditures e specially t or nondetenee purpoeee 
should be oaretullJ aorutinized and poet poned unleea there 
ia a peculiarly urgent neoeaeity. I realize t hat it aay be 
round desirable to ehitt and adJuat the public aaeietance 
expenditure• without increaa1ng the total coat to the Govern­
ment. The principal additional itea in the public aseietanoe 
prograa ie the introduction ot grant• to the State• tor general 
relief . Tbie tar-reaching proposal baa rece ived relatively 
l i t tle public attention and involve• i~ortant probleae or 
Federal-State relation. Since a l arge aaount or Federal tunde 
i e involved, it eeeaa desirable to postpone a baaio change or 
thia nature until attar turther oone1daraticn. 
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t. A Sinal• CnprehM el 'ft Cont.ributoa Sod al lpayyg1 troq... . The 

<reat odvuot.uce or cont.ribu.tor)t oocia..l i naurl\DCt 1s t.hat it aut.o~t.ica.l­

ly rel.f' WJ benetita to 1ncoae loaa, autout.tcally prot.ect.e beoetit 

ri.a:ht.a , onc1 auw .. ucall.7 control• coats. The Botord r ecoa-JeAda • •incl• 

""'Uona l • oei al 1nnraoce .,..tu • hlch • oW.cl i nvolve r 

oa.ct 111~. 

8. w1boraUaJ.Ac -1<>7-t co,~Uoo boao!Ua. 

C. Coo•erUnc ~ho ill""""' Fodoral..St.&to ~~Dnplo,-aot co;opeDJat1on 

ayu .e.a ~nt.o • a i qle a.at.i.ona.l ayat.n. 

D. l roadu.inc the inauraac• ~rot!cUon t.o 1nc l ud• t.~vorary die-

ab1!1t71 porNooot 41aob1 l 1t,r, •nd c••b hoov1tol bonofih. 

!. Coabllling oll or tho aoeh.J. inuroocoo t oto ooe Feder al. Old­

"'"• S11t"Y!Yora , Dh•bil1V &Del Uonplo,-oot lDO~>ro.oco £yo\o3. 

1 • lat.eD• i OD of soeiA.l 1Q.IW"OC! ,..rot.ect.ioo to ~dd1t1on&l grou.p1 

of fiOrk• r • , aDd 1D t.he caM or old_.,, , aur'f'iYOrt and ~t tot.a.l 

d.ilabU it.y ln.aw-...aee , t.o t~a, but1Dtll 1ea, •.od o \M:r • •lt--;>loyed 

j1 fiOCII &I • !l.l . 

Tht advollt.ac• • ot a l lJlCl• uUcnal aoc1a1 1nsurt.ace eyat!a Ant 

l. A eater and &a1.8lder eys t..a, p.r..rt.icuhi.rly \'l t.be et'' ' ot 

unt:aploput co~peuat.ioa, becau.ae of' the • 11l• r ..-pr et din,e <o)t t he r111r: 

•nd 'lor e et·tect l • • ut.Uia•tion o r r ene:-••• • • h ich ..-ould b• bett.er t..bl• 

to cope vi til OJI1 poo t.-<!et0110e 4epreu1oo. 
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2. A ..,,.. ottoct.i.,. UAit.cl St.o.~o lllplo~ot hrvico • !Ucb 

11 1aperat.1YI b tCI\1..11 o f the d.efetllt prol'l'&a. 

) . Bttt.er proteoUoa t or worker• t :2fil.or ecl i n :aort t.ht o one 

4. lquallaat.ioo ot tho con or W>Oll~lo;raont co~puoatioll ao4 

ot.ner r1•U i.a t.bt w.ri o\111 St.at.ea. 

5· Gr .. ~r ..S..p~billty to ""'t Wl!or ooooc •huli•• lA 1Ddl&o­

tr1o1 ccadit.iono. Thlo oi ll t>. or opeciol upor\aJleo io tbo poot­

Jerenat period. 

6 . 61 >plltiod and r o4...:o4 r oporw tro• n plo7oro . 

. , -

7. St.,J.1f1ec1, aort tfftC t.iYi t a.nd >2Qrt t Conoaielt..l. ad.ainin.ra-

Tbt !CCttct on t.bt 1 edtrll Bwi&tt. Tbt 1a:ae41d t,.e ettort ot t.htet 

loour.oeo propo ... ll 11 to brioc ill aw:b hr&or ooa1 to t.bo lodorol 

TrtAIUI'Y · The 1ncrNie4 benefit coet.a, 1 0 l one .. e t.bt dtteaet pro&Taa 

h carriod on ot ito proooAt 11.,.1, wi.l b1 •uob !on t!w> tbo 1ocroo1od 

71lld ot t.bo proo•t paTTQll toxoo •~• oppllod to tbo .,. ... adod co-..roao 

scnodulo o t poTTQU toxo1 totoliDC 5" o!Ucb Olltoeatie&llr ioeroooo to 'IJ 

ln 1~TT, 194) be od.....,cod to 8:$ ill JUIJ~t"f, 1942. tbo Board oloo 

•uocuu 1 t oould bo oowod ;Nblic polic7 to 1•"7 on ocl41 U oGd ~ coo­

t.rlb\lUOD al\i l t t.be der-.ee ; roJr&a i t bt inC carr1~ at.. Tht net U.Ctl l 

or CODt.r1bu.tiODI O"f'tr benefit• Wlc:lll' the IOC1M 1 1ni W'IDOI 11 at.u f o r t.bt 

four colao4or 'JOOrl 1942-1~45 oculd be • • follooll 
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.....- espeotrl pre...-. U U.tnt 1a oe 
laoneM 1a rat.e et ..-tria&U.oe1 .. •• ... 16 W l lle 

Ch1441r ~ ; re,paa, lt -bi....t 
n~ ef -t.rilNU .... h liiCr .. oed 
tr. 7f> etteoUft JUAMry l , 194) to 
•• ettaoU" JAZIIJAiry 1 , 1~ •••• • •••••••••• t9 blll loo 

UDCier upaDded pro.....,, 1t .,_biJ\44 
rew et -t.rllNU.,... 11 l.Dcreu .. 
tro<a 7f> ettect ift ~~ 1 , 194) to 
~ ettec\1•• I~ 1, 1942 •••••••• •• ••• &12 bi ll toa 

241. 

n.. 1.,. . .. , ei""'\.l.on ... repnlo lobe ~t c--.uoo 

"" oot o -.11 ett ...So • v.a.lque op;>oMA11>1 1,( to breadOD \he coc:l• l 1nour­

...,. precr-, loot\ Mltoo it ,.._u .... to do oo. Ui>leu u.. -Ul. 

bu1c ~lOT­

Milt ., .. _ .. uoo to& o1Dco lobe Sl.&too llan &lroou~T INUt u;> ,.. • • ,.... 

!11114• totollAc .,... '" billloc cloollare alld oro ad.:l.nc to lhlo r•••rn 

o t tlla re to o! a >;»'...a& tel,y 600 al.lUoo dollaro a year, IYOil 1t 

~~~ dicl aot aot to recluce LOI\trlbuu .... , u.. St.atos are &lreo<b' 

•rooM<Iin& to do oo 1Aroucft lobe o;>ontioo or • ;>lorar o><.·• rtocco retl.nc 

prorlal-... 

li . 'A MEMlt '"tt"s +se1e5f!¥t Prppp. lio c.ntr ib.&\el7 .oc1al. 

lawraoeo pi'OCftll oaa prondo pr<>\eetioc !or llaaanlo lilat bono o.lnoo<b' 

0CC\UTed1 &q M r t t.bi.D tu-. 1.D.a\l.r&AOe ... \!O•tr • M t&lt that b.t.s ~ 

r .. cl)' b.mled -· !'~Moreton, pullllc .. uotaa .. 1o '*'••&o.~Y to _.ide 

proteoUoo to \booo elreacl)' ole!, di .. blecl, .,. de~t t or othv 

t .. •••· !be Jourd reo;c· Wst 

1., llero ac~eq.,.to old-a&• uthto.aoe. All u oopt about 1~~ of 

U.o t,aoo,ooo por-• enr 65 year• ot .,. uo ei\.llor per-• w1UI !a­

dep t S•t. ._.1 .r ...apport., or 'l.he •1••• ot wdt. ,Ar teat, OJ" art a.l.rM4:r 
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........... tw "' .-ua • ...,.,_ .... a)..._ -·-· .. 1a 
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September 30, 1941 

!U:KORANDW FOR Tr:E SECRETARY 

SubJect: Conference with Mr . Alt meyer on Social 
Security proposals, Tuesday afternoon, 
September 30 , 19~1 . 

The conference took ploce in Mr. Altmeyer's 
office and lasted from 3 p . m. t o nearly 5 p . m. 
Present were Mr . Altmeyer, Mr. Harold Smith, 
~r . Lauchlin Currie, Mr. J . Douglas Brown, Mr. Wilbur 
Cohen {Mr. Altmeyer's assistant) , and Mr . Blough . 

The di scussion related pri~arily to the two 
a•pecta or the social security program on which there 
was a difference between the Social Security Board 
and the Treasury, namely, enlargi ng public aaaistence 
and establishing insurance to provide hoapltal bene­
fit s and cash benefits for temporary disability 
(aickneee) . 

1 . Public assistance. 

Mr. Smith s eemed sympathetic to the idea or a 
£eneral relief category for public aea i atance on the 
grounds that it would help clean up the mesa now 
existing in relief and WPA and would provide more 
adequate care tor a large group or citizens for whom 
little if anything ia available in some States . 
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Mr . Curri e, while agreeing tbst the general relief 
cate£ory vee desirable , expressed some doubt as to t he 
timing, i ndi cating that since this category had been 
left out of the picture duri ng t he depression when the 
need ve e great e nd the abil ity of the States to meet 
it was small, ita introduction during the present emer­
gency could hardly be Just ified now that the ability 
or States to meet the need ie substantially greater. 

Some dlacueaion vas devoted to tr.e poaeibility or 
aubetltutlng ror the proposed •general rel1ef" category 
ot public essietanoe a "physical disabi litY" categor y 
analagous to the present category or aid to the blind. 

• 

' 
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Federal aid woula be pal~ to States wn1cn gave public 
ueiet ence to pe rmane ntly diubled per eons Thi 
would be a logical expansion to go along with th! 
pro9o~ed permanent di sability benefits to be provide~ 
under t he old ~ge and survivors ' lnour anoe progr am. 
Mr . Altmeyer indicated that e "physical die!lbil1ty" 
oatecory or public assi s t ance was considered 8 sort 
of "second string• wnieh t he Board would recommend 1f 
1te first recommenda1>1on were not accepted. ~:r . Altmeyer 
emphae1ted the desirability or gettlnc •nto operation 
the mach~nery for an expanded public aa•1etance program 
before t he str ingent needs of t ~e oost-defenFe deoress lon 
s truck t he country . 

Mr. Al t 2eyer also po•nted out t nat the addition 
of a general relief category to old a fe ~e•ls tencc 
would take cere of tr~ problem of tt.e transient une~­
ployed, wnich will become worse due to the m1orattons 
durin~ and followi ng the defense program. 

2. Insurance to provi de hospital benefits and cash 
benefits f or t emporary dieebl!lty . 

~11 th re spect to the pr ogram of hoap1te.l benetl t e 
end cash payments for wages lost due to temoorar y ' 
J i sability t o be financed by a 2 percent tax on payroll&, 
l(r . Alta.eyer emphasized the followlnt, pointe: 

(1) The progr am would be definitely anti- inflationary 
during 19~2 . Since l t would take at least a year to 
get tt.e system un~er way before benefit oaya.ents were 
made , ttere would be exee&e collections of S!OC cllllon 
1n tte year 19~2 when tr.e inflation problem will require 
a large e xc ess of tax eol1ectiona over out pay:ents . 
!He ~~ a point here, since 1942 oay be a crlt~cal 7ear 
•rom the viewpoint of tnrlation. Afte r 19112 tr.e prosr em 
~ould be nei t t.er enti-lnflationery nor inflationary. ) 

(2) The addition or temporary d1eab~lity ~ould 
Increase the self-policing cnarscter or t ne •~cial 
11\furencee , mal<1ng people :nor e anxious to pay tt.e. taxes 
1n order t o ee t t he benefits , thereby 1mprcvlng t ne 
operation of tne s ystem and br ln£ing more money into 
the Treasury. (This appears to bee strong ar gument; 
in fore1~n social security systems tne temoorary ~1•~ 
abil ity features are considered very at t ractive t o tne 
worker and help pooular1ze t te whole program. ) 
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(3) The proportion or employeee 1 contributions 
to employers' contributions should be 1noreaeed, It 
expansione or unemployment insurance and old age and 
eurv1vore1 ineurance are the whole program, the 
workers Will resist enla.rged employeee1 oontributicns, 
e . g., tor unemployment insurance . The preaentation or 
a broad program or comprehensive oocisl insurance, 
however, Will make workers more Willing to pay 
employee•' contributions all along the line since they 
w\11 get something new tor their money, and there will 
be one general overall program. Kr. Altmeyer aupporta 
this contention Wi th a letter dated July 28, 19~1, 
addreaeed by Willi am Green or the American Federation 
of Labor t o Congressman Tolan, Chairman or t~~ House 
Co~ittee Inveetigat1ng National Detenae Migration. 
The following paragraph taken tram that letter 1e 
per tinent: 

1 The American Federation of Labor baa 
upheld employer contribution• alone tor 
unemployment compensation, believing that 
workers bear a sufficient burden in their 
loes of income uncompensated by unsurance 
and that the expense or unemployment compen­
sation ie a legitimate bueineee expense . We 
have always supported the contributory plan 
for old age and survi vor• ' insurance, In a 
oomprehenaive plan, providing tor general 
aooial i neurance which will protect wage 
earnere and their taailiee againat t he 
f1nanoial burdene or ill health and d18-
ability aa well as unemployment compeneation 
we bel ieve workers ' contribution• are entirely 
Juatitied. • 

249 

(~) Spreading the costa of eiokneaa through insur­
ance will make the vorkere' paymente tor thia purpose 
more regular and lese ditficult for hlm to meet and 
will thus make him a better taxpayer a nd saver. 
(Granting the desirability of epread1ng the risks or 
sickness, this argument does not appear to be very 
significant,) 

.· 

• 

' 
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Mr. Altmeyer is very much afraid that i n the 
a~aence or a program or thia kind Oongreaa Will 
reduce the unemployment i nsurance tax. Representative 
Caller or New York int roduced a ~ill on Septem~er 15, 
19~1 (H. R. 56~0) which would reduce the tax trom 
3 to 2 percent . The passage of this ~ill would reduce 
the amoun t of money coming into the Treasury ei ther in 
taxee or 1n deposita t o the unemployment trust fund ~Y 
roughly $}00 million a year without any reduction in 
outpaymente . Mr. Altmeyer ~elievea that a atrong 
aooial security pr ogram or the type propoeed ~Y the 
Board wlll, even if it doee not paee, ~ effective in 
preventing such a reduction in tax. 

Mr. Altmeyer appeared to ~e very much gratified 
that the Treasury vas supporting a large part of the 
Social Security Board's progr~ . He eeeaed to ~elleve 
that the unemployment insurance and old age insurance 
tax increases alone have no chance of paaaage unleaa 
they are tied up with the additional protection or 
hospital ~enetlta and cash ~enetita tor temporary 
disa~illty . In his opinion the question ls not one 
or 9art or the program being passed ~y iteelr ~ut of 
getting all or t he program or none . He seemed dis­
couraged wi th the prospects or passing t he program 
unleee very str ong Presidential support wee given, 
~ut said 1t wae highly desira~le to present t he program 
to Congress with a united front. 

Mr. Altmeyer has said he would like very much to 
have an opport unity to talk vith you again a~out the 
propoeale and the reasons vhy the Board would llke to 
eee i ta whole program presented t o Congreaa. 

: 
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Washington, 
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September )0, 1941 

I&JlORA/1 OW 
~e Scqr~tAry' s Di a ry: 

Luncheon &t tho Tr easury, Sent embor )0, 1941 

Pre ,ent: Secretary Vo~genthau 
'lr. Donald !l. Nelson 
llr. L<!on Hender son 
Ur. Karriner Ecclee 
Ur. Ronald Rensc••• 

~r. Joao~ T.oinor 
Dr . ''hito 
Ur . D. II, Bell 
llr . Haaa 
llr . X\i\n 

Jlr . Nelsoo said that. it was b<lccodnB QOro M l aore enJent 
to ni::o that priorit.l.u wouU he•e t o b4l broo<lene1 to pr<~Vent the 
clvili •.n oc<>n~ !JW~ expanding. Ko elto l tho c01o or copper, 1n r.hieh 
total • v&Uable aup:>lies for one month wore 1)3,000 tona, whereas t he 
>Mil end ll&vy roq~t.s tor that. """'th were 1)8, 000 . K• also cited 
th• co•• of Thomas Beck , presi<ent of the Cro~<~tll Pub1hhing Compa.v, 
>f'oo cnt~o to him for advice on ..netha" to begin conotruet1on or a new 
3 ndllion uollH builr\ing for hio pubUcatiooo ln Rocl.ofollor Centre, 
::ev York . ~r. Noloon sai d t hnt he had toU >.(r , Bock not to ot ort the 
buil·ll"<t • as tho rnaterlals would bo neodo1 for •oren•• · ~lr . Beck t ol d 
hL., however, that his contractor had prond•o~ to hsvo all the necessary 
nt~el an 1 other materi.als within f i ve months . 

'J'he ~ecrt"t8ry ast:etf. whether $hOrt."88 Of t'3W ,'~terials lmS 
the chier reason ror the continue" slow production on "'etense orders . 
''r. •-=elaon re •l i ed t.h&t raw :nttterW wa.s not. 11n obstacle extent. in the 
cues or &1\Dlnm md magnesiu::~. 

Tho Socret&ry then uked w!o.at tho reel obataclo ..,.. , 'lr. Nelson 
re lif>d t~at it n 3 tbe l~ck or a sense or u~sency. 'nle e;o:;>ansl.oo or 
Of<·nte pro luction, he said, had been atarted too ate Md too slcnrly. 

He c lt.e t t.he ClUie o! the Oougll\s J..ir cr:-tt CO"'q>M.Y 'Mhi.ch h3_. spokm to 

~'"' on Jun~ 17th about the bull inc or B-17 bombers r.n1 ..nich ..... st.Ul 
.,.ltinB 0:'1 ~cpt.oober JC)t.h for the lettin.; of tho c<>ntr :\cla. 

!.tr. Nelson added, however, th~tt there woul ~ hnve to be some 
rllocr t lono or :natorie.l o for ci vl.lbn purpo••• 1r tho ~efenoe nrogra.'D 
l t •olf w•r~ not to s utter . A• an ex•o~le he spoke of the petroleum 
in 1u•tr,y \lhich r oqu11·es a eerhi.n 11111ount or nlwoinll'll in or.lor to keep 
toun 1 and progrooai ve . The a,lu:ninu:u, ho oa.l•l , wno noo.led 1n tho digging 
Of ,..,111 nnd 1n the provl.• ion of new O,JuiJDent. 

v 
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llr. Ecole• suggested that the petrol o>a 1n luotry waa really 
on •·lj11nct to defense o.nd should be treAted llCCOJ"d1nalJ'. 111-. Nelson 
reolied that thia W&s t ho k1ru1 or caae which lito Boer<! weo now at~ 
>ilh • view to action 1n the near futuro. At prooont, ho said, tho 
ootroleum 1n luotry ct>n get no alllminum l'lhatovor. 

!lr. Boll r ood the attached Report on tho Control or Capit al 
tr.oenlitureo , prepared by • c~ttoe ropresent1ne tho Treasury ta the 
relorol Reserve and tho price t>nd ~rioritieo asencieo. ~. Hen~ersoo 
cor.mented t hat hia orBani<ation was alread,y woti<1n& on n three-1l01nt 
,·rogrMI made up or (1) curtailmeot or priorities (2) price control 
(:;} credit control. All three methods, he oaid, oo"""l to hila necesaary. 

1ho senoral 0!>1n1on at t'1e luncheon toblo """ that tho Ropart 
.,... .. Cf'O ' as "' t."'("f\rra.l "'t ateoent, but nef'ded now t.o be :::.ad.e more epee'itie, 
e•ceclo.llT on tho sacon~ section deo.line with 1nventori.. . llr. Nele<>n 
..-.H that hia orgo.niution alrea~ ha:l • llot ahowlne the exact lovo:>tory 
.).• ilion or thouaanda or rims. 

At tho end of the l unche<>n l!r. Nelson said t..~at ho would like 
very ~uch to consult with Secretary !lorge:nthau on these proble= !r<>m 
tw to tl..<M, and it was agreed that a sl.ml.l~r luncheon meetl.ng should 
be hel~ aporoxl.m4to1y once every two weel;s . 

At tho very et art of todny' a l uncheon t.11•ro wae much bantering 
nbout 1 he Socrotnry ' a pro90sal Cor a six percent ll.ml.t on profits . 
Hr. Fccloo or otestod that he hod boon misropr ooented 1n the press, and "' 
th' t he woo not r enlly so strongly oppasod to n str ict control of profits . 
'Jr. Nelson aai<l tht>t he had oppa:d the Secretary' a oix percent plan 
becauo• it d11 not provide aoy incentive to • manutocturer to o:q>and 
pro !uction, but that he (8VOl"ed the Treasury' 8 !l1"0 \Otr) of lut SU!ICier, 

U~P t is, or the allllllll!r or 1940, w!lich •ttat>ted to fix s floor and a 
ce111nc tor profi ts . 

A:~pray, oa1:1 the Secretory, we can't accuae p,..., ident Roosevelt 
or bel.ng a dic~tor l'lhen bie assistants dieagno aa troel.T AS they did 
ot th~ lle&rl.nea on the orice control bill. 

.;z. /C. • 

• 
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~eport on the Control ct C~:1ttl !~ond1tur11 

Cor. 1u ... 1ono 

~1a r-oo~1tler bal!eve~ that c~cccwlve e~.1t~l f~~n~1ture ~or 
c ~truetlon an~ equlp~nt . and l~ve~t~cr.t in invtnt~rita ;ut1 ~~~~~e 

or 'Tl' .. c . an~ that 1uch o.~eadih.tre J:..J...• ht.Yt to l:c :ol'ltr~llt.l . i.'1t~ 
t~!. object 1n ~!~~ t• re~~~~d ~ ~oll~~~~ ~~ ~l~•l~na : 

1. ~~~~cett . c ~xt~~sion ot ~ri,!itl&c ar~ ~l!oe.~1~~• •ill 
• ••e: t'l c!"'.;;c:t ~ ... l1.:dt1t:.• ~:"!t.e.: ex;~r.'!t.•J:o ::n c~"l .. !J"\l~U-:~ a.n• 

-., ~~''' . ,_1: Co-ltt.ee !"f:C:""~-:n.'s t1"t.t s~l,.~ e'ntnl !.': ,=! rr..;e! 
1:"ther '""oro~vcr t~.t..,:'tlt- "":::- U:€ :.~\:c-1!'1c .. u:;-o:; ~! 11 ! tlf'l' 'U. ­

c cecur:· ""~ unt:ea:tn.."'le. CZ.?ita.l eza:er ~tturo • 

• .":"'!)c;tctiT crtendon. t~f ::rior1t1tt c.a, flr.ll,c-.t.!,rs -..-!:~ !!" • 

.... •c eJ:tr' ~r lttVe.,•orlc' or "l.;.•ie .-::.t~ .. 1c;.l, .r.,.li tl-.~1:- :~!"J.'='tt . 

! •:..... «'- t• ......:-· l'r; 'cdn:;.\le tJ ~:;t r •. - :rto::-tt1cc an' L~!.~~t:!.or.a 
.;,.oi '1c :'U~o :c et ~r~ventir exre::clvt invento:--. cet-t•.:..'U:L-

! .. 4...-' 11ti,n, then ... Jll ;.rcl'o."'! .. "c &.. l~o.r .. "' trt-'"''Je r -e! C'O .._ ~-'-
1•' .. ,.· 1 ·l- t"t..n":Jt 'be c:~rtr~llcd. 1-y ;rlcrlt.iea anJ o..lloe~tt1?nc . ?Cir 

,,_ -:, ~':tiec 1t. ~ l;'- der> ini.ble t-, rt tGbUth "!nt.r:,.la.l ~~" Jthe ­
~": .~ ront..r!)llir .. ir.vs .. !t~rieG . -t"c-·J.tt th~ rcctcu1• ' 1 .. u ::..- .... "'G 

D .. .. :.-1u :rreC'L'"' .. C. o.o ~O!.:'ltX ;Melle , ~,_.11 C ~1.1ttU ::"t(':l _,...,,:.,. 'n:o-
l r !.r•c:fla1Ye ot.u\ ~'f t!-"e 4.uectl,n . 

,.. . ... , '"c'·1c.v ... tb;: 'l~ t e· ... ' e.c+fye .. ,UI!"'!. ~,. ~-!'-!. '~ .. !•·:-e 
... ) .. LM.:. .. •1or. ~r' cqujF=-ent, D.!"- hvtt• t. 1., !r•rnt?:-!c .. , .. "':-:.,.,_..., 

........ ~C": ... " .. -""'"'! 7~-t:! c~t . 1 .. ...:.. be~ :!'·t~ "'ve- :-t.n .. t"ta~!":'e 
,. ··- ~~t"lc:: "-~e -,..- ·1'·":. ;::1.cc , c .. •p , ... • "l:c ... : ; :1e;r .._rt !.'!t 

.. -'r!. r. eo-:-.. c!!. t'l z..-_: . 

: 
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Cr. pi tal expendi tu.re for conatructlon and cquJ.p::u~nt 

tho pri=ary Objecti~C Of ?Ublic poli cy At thi• ti~e 1• the eArly 
1 n6 ~tccoutul cOJ:!Il)let1oo ot our pro~ru ot NLt.1onal 4efenac. Ix­
p.rinslon ot aany typee of t'xpend1.tu re 1a neceaaaey ~o C$.'ttJ out thia 
!' ror mc . Dut rc.pidly ~r:ount.ine t:~endi turea f or noncncnttal PU-rl:DUI 
i:~per\c the ach1eYe::aent or our cbjeett•o by tordnr up prlcec . To 
~•~idd t~i• 4c•olo~~nt 1t 1a neceas&r/ , alon, vith other method~ of 
clntrol , t.o 11:s~it o7ce:.dve ~!)itcl ~encil turc &Ad. ac:\l:'u.l&Uon or 
1n7ent?rlee . ':he po.rttcu.la.:=- que:t.ion which contront1 this eo.itt~f' 
I s ohotbcr It lo bettor to brice ab~t th1 • l!m1t~t1on ~1 ~~~ei~l 
at: n: or b7 coctr~l OTer tht r t!qu1rt:! ::aterlala. 

l c orter to aaaure an Me-G,uste euppl)' or ::a.ttriAla re nc1eN~ 
•caret by til~ defence pror =, 0~ boa alr..,q i"J))ac~ ,.,nc:U 
• !"iori Uea o••r a vte.e ~& ~d S}:oec1f1c t.lloca.Uona for so:t~ c:!l-:-
.:o U t!ea , ~11 control. iDatl tutei fo r othe r JlU!"';Io .. ~ . dooc to :o::c 
t~ccnt l1~1t eapltal =~n!it~-ea vhere•er they l n•olve ~ooda aub­
Jte t tc: ' r1or1 Uca . Allocnt l ona t4t aupj)lt~ent prlorl tic a Gre 
110-,uvha t t!lQTt t(fect1 ve i n li:rl till[ C4,!)1 ta.l c.xpondi t \t l''Ci o .A.a hitherto 
o:•ret ed, however , priorities and allocntlon: vould ~o~ provide aut~ 
~i~lent control of cnpltal ox,en41t\tre . 

H coo=c likely th&t tbo continUA!~ cxpAntion ot p r lo rltle• v!ll 
'"ov-itably reatrlct a ~or por tion of undeoirGblt capital c,;penditurea 
beca.uze any large ea.pltlil outlL.Y 1c al.::loet eer-tAiu to r equire cooe 
.torl&l or :;>reduct vhlcll v!ll l>c oubj tct to :;>rioritloa. Co:'tala 
t;,.,ea , r ecpital outta.v. h~ve:Ter, o:p-eclally tb~cc 1n lUll a=?unte, 
-=4 n't. be adequatcl.7 repU.tel! e•cn un4er cr,a.~!c4 pr1g r1t1c~:; . Sw:.h 
unregulAted e":;>1 tal e,ecd! tures ":.'1 be eonlrolle! throu;:!' !UrLltcr ex­
t c:alon of priori t.ila for thlr. sped f ie pur,toaa or tl'>rcucb flr~.:H:ia! 
et'OI . 

Cootrol throueb prt,:-1 ttea ~~4. t.;.;.eer to l>~ pnte:-eble b~ca.us.e 
'- ... rt.,rlthl &vatt~ te s lrea.d.Y' in operation a.nd 1a nccai.C....7 1n any 
ev~nt . vD th.e .. other baDQ, tinuc!e.l contrgl or ca,lta.l. expe:uUt.u re 
vould ino~t&bly h&Yo to cono1der the aame eo..,ltx factor• t~t dc­
tc~i"-O t~.e c rut10«; of priori tleo, It 11 p uftro'>lt \0 avoid duplica­
t.lon and con.fl1rt b:r cle,endlne excluatvell' upon r co.:sprehcllsi•e ,yGtec 
o r priori tic a . 'Illi& •-ill :oc..'<o :>o•oiblo a more proiiQt and tbcro\l(h 1n­
tor.~t1on ot the comcun1t.y•1 re~ourcea. Tho 0~~1ttce rccoxcrnda that 
prlor1t1oo be cxtone.cd vhe~c~or feaolblc for the opecltlo JlU1'll••• of • 
ll oH1n unnecoa..,.ry nnd undesi rablo eap1 t.r.l oxpondl wrc • Tho Co!O'U tLc 
be lieve~ t~t thla CAn be ~one on a aeale tuf!icltnt to obvt.te the need 

<or fl~•clal control of eopit~l oX:;>Ondituro . 

: 
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Accwrolatlon of Iuventorlea 

Control ot capitol exp~nd.i ture for ioYontortea ,preaen~a a 11ore 
dl!flcult problo:o bceau.oe of the -.arlet;y of co=odltleo, tho large 
nw:~bor of producora &Dd dealers, and t.be vartoua pu.rpou1 for vbtch 
! n•entori oa are acCN.":Nlated. In ao.oe lnet.uces, larter 1D•c:atortes 
an required tor pi"'eeasln,: and aelll..D.t the 1ncr~:a.at4 •olu.~ of pro­
tection . It 11 eaaentlal , h.rnte~r. to preyent aeCWN.l.e.Uon of t .ra­
•ento:-tea.ia. a.ntlclpatton of reaote neede or aa a t.od&e aral.nat 1:c­
fl.at1on. ~. atte~t to build up eu.eaa1Yo 1Dve.Dtorloa reaulta in 
:uea.-ur-e upon prleea and, :ere ~rtut, reatrieta th~ tlov of !QOda 

••ailabll tor current U£e. 

lto one motl'.od. of control by exeeaa1"'e accw:::ulatloc of 1nventor1co 
t.P? OArt ;t'eadble to ua . J'or tlaflT belie coaod.itlea ltYentory control 
is an 1n.d1Qenu.blt part of priorttioa. Th!a. aMI me tbod of control 

255 

l s likely ln auy event to be further extended i n the noar tut~re to 
ndditio .. l =-terl~lo. Whether it ic deoirablo to ••culatc the ro<41n-
1n!! co'III'IOdi tiel by fur ther •"Pandtne priori U u tor thlo opcci!ic pu.r­
po .. or throu.e:)l tinanci.U oeane 1s minty a quutlon of cdlo1niotrot1on. 
In eooe CDCOI control by an extous,ion ot pr1or1t1oa alone ~be etfee­
Uve. In other eaa.ea 1t may be neceaanry to uao a coJGb1nat1on of 
"'r1orlt1ea u.d t1nc.nc1al controle. Under &D.Y clrcumatancea, bank credit 
~houl<l not bo ada &Tl>.U,.ble for acqu.S ri!IC 1Dnntor1co not Medal!. to 
l'rod.uce ud. urkot the current tlov of t;Ooda. 

ZXctaa1Yt accu.:IUl.at1on of inTent-oriel la a.o Vttnt problc::~. & ­
""me ot ito 1mportcneo ud lh co:o;:>lex1t1eo the ~:ulttca otroa&l:r 
,..eo= ando tho iJo:>edlate otud¥ of concrete pwe for controlli!IC 
lDYent oriet. 

Cooperation w1 th SPJ.B 

'l'ho purpoce of tho prlorltieo iclpooed by SPJ.B b&a beon the moat 
• f!octh• utUhatlon of ac:&rce m t orl.Uo tor tho turtbctl!l& of tho 
defence prog....,, 'l'hh Cocmi ttoe bAa roooCIIIIendec! tlul.t priori tloo bo 
uno! alao a: a =ean• of reatrictlng unaealrable capital expenditure 
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and exceaaiYI 1nvoat~ent in 1n•entor1ea. Thla . however, 1a¥Olvea tho 
•xttndon of :priori Uoo for & now l>\U'P•••· It :vJ:f bt helpflll, thore­
forft , to h&ve a rcprenentat1vc or reprecentatlvoa ot the aceac1ea eon­
corned vith price , cr.,dit, and fiaCAl policy adviao SPJJ! 1n theae 
m:LttiJ'I • 

J'!'OJ>k !!. krf1tld 
C~ton Gdlmu 
! . A. Locka, Jr. 
Yalttr S&l&nt 
l!on17 B. Till&rd 
! , K. llernatein 
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HJ.!Jr: 

Robert J. 
ioatt: 

-.: 
~~!Jr: 

H!:Jr: 

i!l!Jr: 

A': 

'\Y.Jr: 

:1MJr: 

' ... ' : 

n1·.Jr: 

Hello, l~r . Watt . 

lt.r. Secre t ary , what I wnnted to call about 
wae, President Green i s in Chicago todsy •..•. 

Yeah. 

••••• on his way to Seattle ...•. 

'leah. 

•. ... and he called me about an hour ago and 
&Eked me to transmit f or him to you an invi­
tation - a cordial i nvita tion - to be wi th 
us at the Convention in Seattle next Thursday -
or Thursday the ninth or Fridsy the tenth of 
October. 

I see. Thursday the ... . . 

The ni nth or tenth, whichever day w~s ~ost 
convenien t to you. 

rJow, 1t either or t hose d.aye are c onven ient, 
Mr. Secret>lry, t hen I'd like to sen~ d~wr. b:; 
meeeenger some time thit af t ernoon an i nvi­
ta t ion to attend the Convention from ?resident 
Green. 

•ell, let me jus t ask you a minute - are you 
going to be there - am I not right - you' r e 
~oing to be the r e f o r two weeka, aren't you? 

'lee. But to be tru:hful abou t lt, Mr. !~orgen­
thau , the f irst wee~ is the best week. 

It is. 

In other words , after the tiret week - you see 
1t opens on the mo r ning or t he sixth . 

Yee . 

• 
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HMJr: 

W: 

H)!Jr: 

W: 

HMJr: 

II : 

HMJr: 

W: 

Hl!Jr: 

V: 

HMJr: 

II: 

RMJr: 

II: 
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And reallT after Friday, the tenth it' a only 
rare11 a epeaker ia on beoauee thay pitch in 
with a degree of aeriouaneae into buainoea •••.• 

I lee. 

••••• on Monday or the aacond weak. 

Uh hub. 

And it would be preferable it JOU oould ao 
arrange your 1chedula and it it wae con•en.ient 
tor either Thursday or FridaJ. 

Vell, ie Friday a good day or il that •.••. 

Friday ie a •er1 good day. 

Or il that too late? 

Oh, no, no. 

Thuradaf or Friday are both very good days. 
Very good, indeed. And, oh, it you Juat 
couldn' t find it convenient, it could be 
arranged the following week. However, I want 
to be perfectly frank aD4 tell you that the 
first week is the beat. I'm pereonally going -
I'm flying out there on Tueaday night. 

I see. 

I can - I find tha t I can leave here at 
tive-thirty and pick up a eleeper plane in 
Chicago and be there at nine-thirty in the 
morning. 

That'e on the eeYenth. 

I'm leaving here on Tuesday, the seventh. And 
I'll be there on the morning or Wednesday, the 
eighth. 

Well, what I would do - if I do - I'd leave 
here on the night of the eighth. 

v Well, if vou do that - it you do ... ea, yea. • 
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HMJr: 

\11: 

HMJr : 

Hl!Jr: 

W: 

Hl!Jr: 

'1/: 

HMJr: 

\11: 

HY.Jr: 

!ll!Jr: 

HMJr: 

W: 

HMJr: 
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that, Mr . Morgenthau, when you arr ive thert, 
it you'll Just- it you'll Just- 1t'e at the 
Olympic Hotel, Seattle .... . 

Yes. 

•.... and if you'll aek anyone tor me, I'll 
be around there. 

Fine. 

Just ask anyone tor Robert J. Watt or Bob 
Watt, very rev peo9le knov me by Robert.(Laugha) 

Well , what time of day do you think you'd 11ke 
to •..•• 

Any time at all. Any t1me at all. 

Well, when do you have your beat meetlnge? 

The beet - I would say, to be perfectly 
t ruthful - I would euggeet, lt you can, 
Thursday forenoon. 

Thursday forenoon. 

Say about eleven o'clock. 

What time does the plane get in? 

The plane gets in at nine-thirty-seven. 

Well, that would give me t1~e enough. 

Yea, it would. Just be- Juat be tine. And 
that's really no- if you didn't moke it on 
Thursday morning at eleven o'clock, then I 
would say the afternoon about two-thirty or 
three. 

Well, I think I'd rather do it in the morning. 

Ye.a. Yea. 

Well, I think that would be tine. 
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ID!Jr: 

'II: 

HIIJr: 

'i: 

f!!.!Jr: 
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Well , all right, then, Hr. Secretary. I'll 
have - this afternoon I'll have an invitation 
trom President Green delivered at your office 
by messenger. 

Thank you so much. 

All right. And you - Will you arrive there 
Juat - when you get up to your room, Just 
call f or me and I'll be glad to then make 
arrangements with Pree1dent Green in regard 
to When you can apeak. 

Thank you. 

All right. Thank you. 

GoOd-bye. 

Good-b;re . 

.. ----
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4:30pm 
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Final draft from which reading copy 
was typed and sent to Secretary's 
house. 
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I tl I'l l t-1 .. r;, ... , 
T1.ru weo~a a;;o,.. I 

). ui~·•t ,.., were in ~he early atagu 

t f a u r l cua price in!'la t i on. &114 ll.at •• Dill c.u! • i t t t.ha 

:Pa r •l or:ca . 1 aa ic. t i.an, Ulel • a h. C : ll(e \ o rapu t i t 

al l o wer, ahr l of L. la t alk tc~a.)' , t i.H I! ue ~oc no t eO.eok 

• • .cu wll l .. r.unt u~ .. n. our cl.llci ran i or •. oarc to co.~e. 

1 ou ll l 11cC. 1.: en a bin ' t'O ,1'1\:ll f or !1 I. tin.; l a!'htl:m, 

'h- L ' ~ I, ~ 

- ~ t I ~-VJ \ • . ' 
.---; No. ..,., 

_.,·I ~~;:~ .l . 
' I · 

' 
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f ea1cl tl.er. - &Ad I .. sat it ii Willtiitl;s: &I 1 h i tl 
-~ 

J-....A.v-t 'l. •t ('(' ' l ' 't t\(\•f..' ~ -

pJstio lila. tLat i t • • • · ·~ ••r 
ii 

to: ly" l'or t! • larur t o au k 1.1 ·!.or pricu t or bh 

oro;a at :U a t i :at, tor labor l ea t r a t o aeel.: cont illlal 

fo r u l tiah ,cain, And 1 t. t itld l or ~l.e unc.era t . nco i ng and 

aur,crt ot 130 :aillion .l.l'lt rioa.na in £l.;h t i n.; t l• • ovll ot 

l:::'lH ion ~1 tVtl')' ~:~~ana in our poHr, 

1:: recent weeki ~ c.an t~at aoa. oeopl a a till ~o~bt the 

~ bittn .tion•a Wlit 7 ot il\lrt:<a t in chec;.Ln,; l n l'htl.on. 

l . e re i a int: ot bank roa• ne :e~u i ro l:Antl to t: e 11:1t ot 

. -~ 

' 
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tbt l aw, aa4 pl.triar lull oooparat ioa •1tb t 

~~ Pritt £4alalatrat1oa and tbe new S~ppl7 

264 

Ott he 

l'rlor1t1u 

.Ulota\leae Board. That joint atataMa waa a nabuler 

ot U:e teet that the Gon l'llMnt 

weapoaa ot ooatrol 

aon powtr 1t •111 uk Co nu tor ll!la tncr 1l n .. cia, 1a 

t.ha tlgbt •.-hlat r i ug prlcu all4 talliDz l1Y1ng at&.llllaria. 

The ~dalnietrat D 1a juat aa deteraluaci to beat down tba 

torou ot alloaar,r t Yll a1 it 11 to oateat, at what• 

the foroea ot allltaey oonquut that are runnlq 

t~• eutla. 

Thtn 11 no nat4 to te l l lhla au~lenot ot b~ere of 

tt,, notci of oc._,a effort, on the part ot Uti')' ~;roup alld 

'''~I 1a41Y1oual in tho oo~l\7, it lntla~loa 1e to bt 

ntrttci. You t.an abo1ftl abll!IQ&Atl7 in tho put t •ar that 

~-c 
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7c;11 arw ooaaolo111 ot TOll!' dQUu aA4 7011r ,.1poulblllth1 

ll un11l t h hl7 aliA oh111'lull71 1A the 11ll1ac of lief .... 

Sn la.; 1 801141 &D4 Stu!p1. You han~ 0htA fll:-thn bolJ la 

.,. .. ~ .j ) •n ' t t... J-­
t ;lt u.lo of tu uUolp• Uoa 110t u 11hl oh ••h n •l'7 tu• 

" 
; e.yer t o Mit neat 1•ar'• h"Y7 tu b lll 110re eu1l7. l oa 

!.an GooponhO. w1111A~;lT wlth tho 'l',.uuey'o oo11trol of 

tore1JA fllll41, nOA though 1t 1Ator!tru with tho freo 

:.111411~ of your bui 1Aon &ttalr• aliA aubjooh )'Oil to 

3LQ1 oo~l11&te4 rwJUlatioae &114 qulat1oa.a1reo. 

Ia all tl.tll &Ill! otller 11111 7011 han booA w ah ,.al 

7~11 t bh IIDI'Illllf,, t o thank 7011 J>UIOA&llJ lor all t hat )'OU 

!.au 4ou. 

P-C.. 
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But lbe ~•t !.port&nt laak of A .. rloen bankera liea 

l~nlatel1 ahe&4, ann lt l a a broader and ble ;er taak 

tl.r.n an,y ,you l.na 1et bean oalleCl upon to ptrfora. That 

u ~a:u:era but u 1ntluentlal t.Nl r oapaottc l ... cera l n 

you r oo=-.~t~Hlu, to tigt.t t hla n ll of 1nf htioA c ar-

eYer lt raara ita hea4. 

•t (,,~ c7 I · :.~ "1' ~ .... • "-'" • 

ll&n,r ot .rou •111 ra•aber, lrora j'OUI' own u perlance,-, 

lhat lntla tlon h Juat u C&!l&i!111i to banker a u t o farMra, 

--·z· • ~mer• or bualneal;llll. L• \,e4 • pri ce 1p C • • Sell 25 

J-t•t• aco1 auu abl l i there •" Ilia a/ coaad:eeioJS lu thoaw 

... . , . w1:1;b W L.iii dOC HJ't ... ilf=aiiC 

- - • f t 1 f&l1owlRI t k • Old p•Etern with Dt l ........... tC"rlt a pt 0•• a u 

r.•., ok•ltlt p: oolil66. 

~-c 

. 
• 
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~that. t.ho 4oulll1aa ot bult low u4 

o! 4epoe1\a 1a t.ho .... !1•• yeora, oontrlbut..& to tho 

to AMrlou ooaa.re &Ad 1111b cHeutroue ott.or-o!! oeh 

to ta~rloaa fan~are. 

•1 t.h all of 1 h 1nJae\1ou aA4 41alooo Uoae, oolll.ci to 10M 

utoat han Me& aYo1Ucl 1! t.ho Go•oru nt ot t boeo cla7• bu 

oanke wlth 7~ a1111on Gollore ct 4opoe1t e were ooapol l oci t o 

euapeD4 oporet1oa• in tho tl••·t••• porloc troa 1~21 to laa&. 

ru:apt,y w..pt,y boll tal l aa troa the top ot • YU7 t.hh nl.l, 

t.IICI -.., years of oftort. "" uo4.& to pl olt up tho ;1loooo. 

•-c 
.. 
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It 11 our Job at tho Trneu17 &!14 the ' -'erd ~.aaene, 

nnd yourl ' I Oul to4li.Da of the paoplt 'l 8DDI1 t to aake 

aura that erq pr11e11t -d., du cl aAh .nta ot ~t1 1:u~t)' 

ahcll not ; o ollllblng up that wall ot u pw e4 cra4lt u4 

lhat l 1 wbf ~ t i rat pl ea to r ou a1 banker• la that 

you 1orutlnl .. a1oa11J rour o~ 11at a ot applloet ioaa tor 

1oana. Tboaa l iet e oontaln wl thln thea .uob ot t he 

a.r&aUAitlon of ln!laUon. Toll hne ln JOUr bll!Ge, tLe retore, 

one ot t he aoat aU tet i'll ftapoma t or ohttldll& iatlatloa 

at l ta acuree. You are IIIN t o tilllli, 0 11 l ookln; our J OW' 

l lat e, a&n~ appl loat lone t or aontJ tor non-4•£•ne• proj etll 

l\ ai woul4 lnYol Yt cco~patition for atttl or ocpper or '-1 

ot u .e thou~ar.o 1.1111 cnt :u.terial l now netdt4 10 liu peretel J 

for Q\lr 4et enee effort. I£ r ou 11.11 pcetpon• el! euob 

o-c 
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UAA'"''an' l oe.u IUltll • later 4"1, wlthollt n 1tlJil for 

t t.a pr1or1Uu to b .. o .. brot.4er• you wlll 11• 11o 1~~& 1 real 

&114 laatlq ltn1M t o JOilt eoiUlli'J• 

I hope 

qetta •111 

~ter1&11 f er all purpo111 •111 be UA4er tull ooatro1 la tee 

latereeta ot aat1oa&l 4efeoae. That ahoul4 .... that 

-~•rlall llh11h aet be uu4 for Cle tenee p11rpoua •111 

aot p lAte u:, WlAICIIIU7 ohlllu proJect.. ilut Wltll 

that '-J lo.llt l bopl that JOII tr111 00&1\ ltlltl JOUI' .. l Yel 

tbe eaatl .. l e ot the aat1on. ln Jour OWR oaAk aa4 JOUr cwo 

co-w.t,. la auan1n& aplaet u:, pr1ute enorouhaeat 

upoa the etoek of reeouroea nee414 tor the natloA&l effort. 

Aao t aer u11atlal ui'Yle• whloh rou oaa partora 11. 

a'tet• about 1atlat1oa &D4 4efena• t1aane1n • a1rl a\ a\ • 
().'(., 

Regraded Unclassified



1 

- u -

tl1t · ' tu· t Lea La w:.l ak U J e count a , , •no• 

!'ou ••• ln J Our a&lly • orA: ~•n and 190AO~ ! ro~ raa~' 

.u' kl o ~ ll.!t . You are in a k•7 01itlon ~o ac:. vl se the~:~, 

~r•~ i 'C\Ir t.c:.v l ce cal'r :es aa w.u:l "•l ·i. ~ • a L al e { e t c:Ul 7 

.:c~or to . l. a f' t.lle:. l or t. la~<";er lo . i a c: lent . ! know 

at l.r. t ha.. "rlcua t U..a ycu 6111 i H l !:e rl..:;: t k!~ 

, ; t.Clvloo, a M tl1al ycu.r lnflu•ncc o11lhcUvel y an.:. 

! nd vl..aa : ly will be Joined wiLl. ~. a t of your .cvernunt 

~ t - "1 4"{ ( ,' :, 1 

in !. t 1 et ~orta t o ku p •..n•Ht• i n uz. eclt , 

l. trt la a reel ne8\. or oonvlnc l n . l..e ~vera;;e c! : ! on, 

t now, ti.at ' ·• will !.o;Yt t o acco" t !~r ·r .. t er : u .. ~icn , 

uvl n a in his daily , ite t o es.aure l u ·. on ·- r.m nrvlYd 

... ... L:• r .. \tr..on t of :. i a . t&nu&:-u ot :lv l n •, 

~: • red 1.ee~ co r expl a inin· t o z io t. ot t t l. a '"'" eo.M c t ot 

.. :-u lo k~y or cl.e& j)l;; c r eully . 
o-~. 

• 

' 
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_,..a ..us. • * ,.n" ,., ..... _..,.. a a 

IIIII N eJt!re, alit 1IIU- till .,_tNt I ! 11e 

.., ., .............. , •• Ia .. ...... 

et _. •u-•'&ee 40? 

IIIII a MU, l-' ... ._ ...,11LU • IIHwlJ 1mb a " 

'""' • till .... JIWt a• ••mts te• la t1e .u.. ..a 
. 

.,1t.We a..._ • ue t1Jb1 te mM ... 1,.. \M •• 1 

et h r••tr tr ...._ q 10 .. • et oar fwMJ al 

ala1Jc wlaa' .... , u, ea2J ~Ill II tot.._ wtcz' tl 

.. )1e 
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•JG• ................... , ., ..... , .. ,_ ...... 

lt Jill ' .. llll ...... 

.,,tJkiP Cia' ' '7 2 

Q lj.u -fi-e 11 ... - 'll'latl'kNIMW t. • .. '- 11 
I 3 I 

...... - 1111 et .. - 01 

I ~ .. , .. " ......... 

• .. - • tall ..ate • a s s'• et ,.....U. .sa .ul 

,• 
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-n•"" ..._ ... a ,_.,.,.5 ., ........ e , .. 

u.-.,.Uia•' ntlW'Inn • ...__ ..... 

jA _... • ,._ -.-.l'WI••• tt ... 
1\la..te ............. 2 eu .. z• 

Ullltnl U. d---· ....... - .. 11 h 4 ' 

" -... _. alP 1• • k' 115 ... a._. 1 ...... 

•,. n "• _.,. .... _. 5 \ ,... • ._ » ., • ............... ,., ........... .,, ...... -.. 
...,. •ns• .. ., - •u-•'let ... 'd Ut.. 

\lllat u. • "., ..... ,~:-'• ,,, ... n , ' a .. , a -
,...,.- - .. 1 .. _ ...... ,., _ ... -"•--• ---- .... - .... 

, .,..,. Jj 5.., '*"'"'• .,, a Ia a,......, ... fit'' a .Utili 
A 

tbl s.nat~-r fRill .. tPa VB ~.., tla e ...U 

• " "• _. ,..... el .._ .. as"" " ..... ,, 

tw et'dlla- 1llll .. ''• ._ .., .. a n at -
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~>ill 2rloea be the. 1! •• to not act coura::;aouaq to ablu 

r.ati~nal 1::c~», and u peolaJ.lt t he lr.cre&:~o b the D&tloD&l. 

l.r.cx:wt , 1! W aH to AAII!IIa.-.tlllltll .. ~l*d:::;c;l''WiWIIc;,M,!II!at:::ai•lb•ICO put a 

.)le lnClepenaabla 01thod o! pq~ !or da!oll.lo • 1 tbout 

ln.Clatlun 11 "all• .:lUt • tax.tlon, a ~'!Gthod tl.at JU not ;:ot 

Loo:1 trled 1n aplte o! the coo4 etart tl.at Con.:;ruo L.u :..da 

tr. ralll.n;; t 3, 5001000, 000 1n &dd1 tlonal r tftnl.W. 1 t:. tile 

: .• : ., ~l" the z:n La venue i.ct of 1J41, our U% • tr,lcture nll 

~~ r c., ,.. 

• h ld lcl:soat tour teen bUll on dollan 1n rovenue, but 1n ~ ,.. 

aptnlon lt etlll contallll oa.v lnaq.altt h a and ~ o::Uul011a 

~~~-loh wlll haTO to be corrected next ; euo • 

':'b tu 1:111 noxt ;ae.r ftlll !.&VI to L4l a •enulneq •all• 

O'.lt • bill, a r;enulbe 1•"7 1Q02l all b aocorl!.anoe l<l th tt.u 

• 
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&bUltJ • .,.,, 1t lt la • Nl• u. Dlfllf&71 ... .,,_.,, 

Ollt ot ..... 

'l.1a ... ' , .. ,.,. \"• •tW ot er.s..c e!t --

OODNal' pr lh II la 'r lite I I " II: U IMh u po"1ble floa 

u. " a!• tabp ot 1JIIl-f''"" ~bftt the--~ 

.II OM!" tZ lfl c• .. 'li h ,_ tbi bUD 11 A t( 'iiJ 

x b&w '• a a IIi n t "" " ii .,. , ,, as; a • 

tht]]._ ... tejOGtwt I .~r---
Jpj.....,.._., l ""- <-4 ~ :1. ( .r n·'4 'f. A(• ~ ~~ f" J--....J- • 
• ro., ~ ...,...uOII;I( t211 !!I to prnul-. 

hllwcu, la u t' 11 ow ..._ u {-t;; perdble 11lu.t 

Regraded Unclassified
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!he ~:~atbl. n hu 7'-' 'II • a \lllJ.• 1M a Wt ,.,,,. 

. 
Juat u ~ lt talla t~ lholot ot oat lltltto n taUa 

haa chea ltt ... Fl tt to q.t..tlt •'f'lztc· - ftlat.rT 

pqroll allo-.t plmt ~ DOW 1D optJ'&tlCIII 1D _.. tbaa 

e'!""f_,....,:..... 
t he tl¥NtaD4 II t '• itt IIIli~ lit.._ the &114 tis llllll• 

/' ' 

I_ ... • ftl•• ~U.Ia 

Regraded Unclassified



-:aa-

·a- a# •• '• - ~ ·--~ -- ON - - Je, Ia \II' ........ be ••• ~ 

to tab ..., .. et ... .....s.p .......... el lit. 

lnaUI"lf?lo IN\ I .... a If'&\ '-tt'- tS..llliiJII 1 '• 

'bt N 1 I 1111 IIJII ll 111• ID4 lit' flna-4 ~· 

I aboal4 Ulll " .U.. u a I D aU-, tr I 111, \!Ia\ 

no tblr .... 11 til tbl pU111, • _.. atlrUdac a 'm'r et 
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tlll qlrlt et ... u..., ... , ... atec-rt t• ... 

o! twrle etftla tlat ..... te r.u. tlll ..,.. 

~~ PIJQ& Ju WI " ' Tl & ..... - et JI'WI 

tt., u4 I a JTF~ ...tw.t tllat • 1M11 .... 1Ut 

Ill!- ....... alee M TJbe"--ee Ia 5 «!IC tile cT II Tl 

tt l&'fllll Ia u.. w. tt .... 

!2lue .. - ?•' r ,_ ' h" Ia WI ..n., -' 
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wlt.r d1atr1butla to Det ... Sabp !GMa, I • hinT til 

r.tw ••1Dc• IID4 gnator tu.e 1dll not, of oiiQI'H, be 

'ac ** • .,P* •• 

to.ull 0 can,_ lull ;a • •• " • a = 11'-

2rocna u a poee1bll 111\2104 o! t.lllol'\lzl8 H...ral "''"• 

aoUan et ..a\ ,_,.,, uUOD&l 1,.... 1114 tlall wnUnc a hrbr 
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Inurt .I. - p. 17. 

You bave eeen the Joint etatuent iuue.l Inet week by the 

Federnl Reoorvo Syoteo and the trenoury, dealin£ with tho raio~ 

of be.nk reoerve requirement• to the limit of tho law, and pled&!~>& 

tllll a>operation wi t h the otfice of Price ~inlotration a%ld tbl 

n .. Suppq a.ud Prior1tieo ..l.llocatione l!oaM. 

'l'hat Joint etate...,nt wu a reclnder of the fo.ct tbat tho 

Oo-..rnunt alze&4 hal ponrtlll weapon• of control in ita haalo, am 

U•t it it .., &4.1 aore power it will aolo: Concreu tor wbeteTOr 1t 

aae4.1, 1.n the fi;;ht &Cilinet rill.Dc pricll and falll~>& Urtng otaZldardo, 
~ .,..,. ..., (\-..Jv.· · ,_ 

It m. a' ·••tr ··m• for additional power throuOl the price-control ,.. 
bill , which I hope will be paned by Ooll&l'ell without del q . 

' n e dd1 U sa j I have already IU68t I ted an extena1on of the ' 

oocial oeouri ty program aa a pouiblo method of abo orbing aever4l 

• bill ion dollar• of na::t year'• national incomo and tba b11114i~>& a--- t=tber • 

Regraded Unclassified
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but rep.ate4l1, that tl» Conuu:wnt cut dO\ln lawdhteJ.¥ 

on non•ddtnae •~ndlture, not :lnJ.¥ u aoun4 n nancl&l 

;~lley but ao t oun4 &:lti•lnnatl_,r.ar;r ractlce. d:J*ve 
• 

l.n.;.. l&U on; -

. ... 

or couree, auch a cocb1natiu~ o! awr :oncy taxoe, ?r i ori· 

t1oa, aavlnca ancl price-control 11Hl cause ao:» ineonvanlence; 

of eouru 1t will cau .. aom t.artohlp, no::~~ aacritleo. o 

d..t-1 ,., I A , 

tJ o now ln_.'"&.;td 1n a wrll • trut:l• t ! .at w:l:U. f'1l f liP ill , 

?ur Cll01'1;1" and all t he quail t!ea t!:at . .ave ...:ate k:llr1ca 

·r cat. I.e a raa,.Ut of t~t ef!or t r.e IU'e C o:::l)tllo~. to ~1cht 

r.no t l.or ene::q, ti'A ene~ of ln!la tl. ~n, on l!.o i.o::lll !'ront. 

:~\1.' can ve 1-.o.,. to w1n unleu n t irct U:rou onto t he rubblch 

... 

' 
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eotl!orta u \&1\l&l? In llf oplll.lon, cqleoeno: b our •jol' 

our ..S.ll &114 olwdt our :d.Dda, &114 bllnda \.ll to the at\ql • • 

aha or the job that contranta ua. 

i:e can oonqun lntlatlon on tbo be:. ltont 1! "' act llOIII, 

ourMlftl 1n u.. lJDat Al»r1oana, I t hink, aro bac!.Jm1Jii to 

'" that t.hq haft a penoct.l atalca 1n the t 1cht &(."&!nit 

W laUa, J•t u :»at of thu baCU lq IlliG to '" tbe!Jo 

Regraded Unclassified



ooerator: 

Jeeee 
Jones: 

J : 

'O!Jr: 

J: 

J: 

H!o!Jr : 

J: 

!!Y.Jr: 

J: 

Hli.Jr: 

J: 

!!MJr: 

o.,era tor: 

Jones: 

i!l-:Jr: 

:lello. 

All rl~;h t. 

seno. 

!!ello. 

Hello, J~esc . 

Septe~ber 30, 1941 
4:}5 o. m. 

Henry, have you hea rd about the gold? 

Well , I've sort or hear d lt third-hand. 

I see. 

out I don't know whether I've cot lt right . 

Yeah. 

I heard you did somet hing. 

283 

I mean that - t ha t they' r e going to - I mean 
a r e thAy soing to send you eome gold? 

Oh, no , I vas told thi rd-hAnd that you were 
goi ng to let the~ have a lot or money. 

May I cal l you back ln just a minute, :lenry? 

Yeah. 

Thank you 

4:50p.m. 

Hello. 

Go ahead. 

Hello , Henry. 

'·•'hat dld you do, loan them a hundred million? 

• 

' 
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J: 

'O>!Jr: 

J: 

:f.·:Jr: 

J: 

H::Jr: 

J: 

t.\~Jr: 

J: 

!!ll Jr: 

J : 

~~Jr: 

.. . . 
;. : .. Jr: 

J : 

..::J.Jr: 

J: 

- 2 -

(Laughs) Yeah, I just had to gPt orr the 
phone. 

'i hat? 

Yeah. 

You were calling me. 

Yeah, I was C3lling you. 

Yeah. 

To know «hether or not you ' d henrd whe ther 
they were going t o ahly you any gold. 

No, I haven't heard. 

They're go1ng to use uo our money mighty 
fas t. 

Well, I ' d heard that you ' d loosened uo a 
l ittl e bit , but I didn't hea r it from the 
Russians . 

~lo . 'tlell, they originally wsnted ten m1lllon 
firAt and then ten on the t1rst ot October. 

Yeah. •~t have you done? 

~ell, we've been e. couple ot hour s with the~ 
thls a f ternoon. 

I see. 

The situa tion is this . They 've submitted a 
liet o f t hings that they 've bought that they 
wan t to ooy t or, and it does not i nclude any 
tanks nor Any e.1 r .>lanes or th1ne;a that w111 
be moat eff ective • 

:!eah. 

And I've talked with Hook1ne and he's very 
anxious to ge t them ~ome tan~e and a irplane • . 

• 

' 

Regraded Unclassified



RMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr : 

J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

- 3 -
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Yeah. 

AnO he th1nke he can get them it you allocate 
it. 0 0 0 0 

Yeah. 

••••• in a very tew daye. 8o that we've bean 
going over th1a Hat. 'l'hey1 ve been lwamer1ng 
me yesterday t or thirty milli on Oollara, and 
I Oon't want them to get out ot aoap buy1nc 
va.rioua ano eunc!ry th1nge anO them have th• 
aay, •Well -• when Hopki ne telle them they can 
have eome a1rplanee anO tanka - they aay, •well, 
we've got no money to buy. • 

Yeah. 

Then they'll be right baok i n our lape again, 
Oon't you aee? 

Yeah. Well, they will be anyway. 

They will be anyway, but I'O like t o - it's 
like Oeath, I vant to put it ott Just ae far 
aa I can - Oeath ano taxea. 

(Laugha) 

I want to put them off ae long ae I can. 

I haven't heard you come out tor-r aix per 
cent plan yet. 

I 414 over ther e at Cabinet there the other 
4ay. I aaid if you'd guarantee it wee eix, 
I'd be v1th you. 

(Laugba) Well ••••• 

I' 11 trade v1 th you. 

Cabinet i e almoet like talking to the Preaa, 
but not qui te . 

That'& right. Well, I wae- I'm eurpriaeO 

Regraded Unclassified



HJIJr: 

J: 

fii(Jr: 

J: 

l!MJr : 

J: 

Hl!Jr: 

J: 

.. 

- ~ -
that JOU h&Yen't heard that the7're w1111ng 
t o ablp eome gold. 

No, I baYen't heard a word trom them. 

Uh huh. 

Not a word. And I'm e1tt1ng here with A1 
~ne open. 

I aee. 

That'e the a1tuat1on. 

Thank JOU ver, much. 

Tbanlt JOu, Hr. Jonee. 

Good-bJe. 
.. 

• 

286 
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Dr. oohite's dictated explanation: 

Bat ches of mail come In and ~hey are 
quickly exanined to see what is important enough 
to call to your attention at once . We call 
your attention to some of the remainder and 
some is just filed. This part icular cable was 
a reprint from an ed itor ial and I did no t th ink 
i t important enour.h to call it to your attention 
at once • 

• 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TO Socreto.r:; !:o:t~~er, thau 

. ' -· 

OAT& Se,tet•loe r )Q , 1~:. 1 l 
(1 u___. 

FROM l 

4~~~a:J ... a~ooo.or .. inmt ·:.ants you.:· attention c•llcd. to :! :'!! 

e..::t~=-i~l .:.n t l..e =.on.!on :1=-~~ of' ~el te •. bel" 1.-. re_r..rd!n_ 
t. c • L"lc.nc l n..., or ~rl t!.~~ a : v. to \US:Sla ~ .... o.lso CO:lCerr:in_; 
:.~n .... - L.caeo . 

T:le poil'lt or t h e ed!.tor~al : s t.~r.t t lC 11:..cs c!e ,:-. rec~tes 
t .u ncl.. t~.ht cred~ts arc bc!.n.J cxte11t.eC:. tc .1u~~::1 in;::. tend 
o .... .:'os l .. 1o:.. o1• Le:h ... -~e~ee . ..1c • .:r~c:s :.r ,..-uc~ ~.;.r.t t .c 
_l•lt:$· .overm1cnt is :r,~...r: ~r .... u. t !. ~tc..:'"':'C 1!1 t H"1::_ ste· s 
tc C!' ect e '""~o ct -v;ar de'b':~ . '!'i1e lc.cson o1' t: .o l~t.t ·::t.!:o , t :.e 
.!.. :2 sa; s : !.s t ·.o..t t . ese de"u t s CM\OC co ,.}~,;~ !.t..:.ctl i n t::ae 
c .. _.C:;'t ···-l·:.cts a:U. rest.ri c tion cl' !:~. ot~t.s . 

TI.C ed:_ t o;oi:;.l outlines t!.e J rit. it.l 1'0A~ 01" ... cr_-;.in.:; 
r... t c \'illr \.!. t:·. a hu...;e l 'orei n .le~e . 
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!!.H l 

!IF ... -· 8 •""'FF 

'" , ......... ., ......... "-· ·- h 

~aM ..._,Ia ,,. - hola-uaa a ..., at 

tal ...... llallo, ., ......... 11. 1,-1, ,.... 

~. la "-" \e aa Ml\ertal *1Q ..,__. la 

~ ...... - u ,_ ., .......... tlGI •• ,.,.,._ 

,_ .............. . 
... .. ...,, .... - u. 
1'111. 

" ......... ~ 
• ..,-......... h . , 

1•1 ...... , ~.,. 

._._. ~ .. . 
..... ,_ •• lata,..uaaal __ , . ...,, .... 

·-·\aq at ... --~· .............. 

• 

' 
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' 

D 

..... ,,, 
0 11, lltl 

...... 11141 .... ... ,,,, ., ...... .... .... 
.... lle&M. 

... slut .... ,_ .. , :1 .. ,.,... ....... 

IWu-t , ......... ,..... ,._ ... alo-

...., .......................... u.., .... , ...... _. ............. , ... 

.,., • f'-ICiotlelll u.&t ..U .,. ,._. se .,. 
llalp Ia _ .. ._ ... rl lth ..... t& ltee1a 

_..__ .. _._ .... ~ ...... ..w 

,.....,.,,._sela-UJr ...... la..._lt 

Ia ........ •at Ia 1¥tt7 S'e .._ ?Ide ,.._.,a. 
(:1 • •me)- en'''' 1rr.,. ............ 1a 

........... -........ _ .. ,, ..... ... 
llritl* ............ - ..... ,,., ........... ·-

_ ............. ...w ............. .. 

- el .... te Ia _,.a.ul 'Ill I 1M wtl1" 

Mae .. ,., ",. ..... , ... ,. ,.. lola :1 

...... ftU .......... , .......... ...... 

Mae \IMI W W ••• ........ a zl ...,_ 
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tlllil ..... llat \M = b II a• ef .... lte t• .... la, 

...... • \1M \e, of olaUar '""'J 11oh la u.e 

- of •- of tho -.!lor -lrloo - will "-" 

..,.n 'e1
"MO l..tfleleo\ to - • laelpb n 

- la'"""' • u.. ..Ute -au., •atwe 
- _...,_ to \1M appo lo•d• \M\ oo """'" etlll 

\e lMft \1M leeo- If lM lMt ..... 0 fMl115 .. 

- ., ·-· ._ ... le ..... ._ - .... 

to ,_, .... \1M ,..su. le \a. llMle loot• • \a. 

Mlterlal oer-• • ...... )F \a. o\a.r p&ft-.n h \a. 

otnal• - - to hor la =- t n t loe llwo .­

liM -u•- or ..., '"-'"'te• • • '""' ...,,, .... 
..,... s. ~ • -""" ot ••~lac "'' a \Ul 

tor \ale u,.. ... -terlalo loot le holplac t o .._ 

,... ............ ..,. . .... dA} •• - .... '" 

...-. ., _..., hoi' tn ..., -suer oo "" 

"'1• .......... , ......... , ...... ,, ... , • 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

.. ..,,_. Ul '1\o~ T~t"Z .... ~C J:TARY: 

• . .. ith reference to Senator PHerrini' ' S vi~it to ;.our office 
conc J rru.n~ t .1e : r?posed -o~:~rchese o. ·~, 2uu, OOO re.llcms vf alco11ol 
::cr :.19 &l'i tish, l ~ 17as hnall declaea b~· ..,p t.:at the British 
... : ... ~ ·;~ t o furms!: tl.e ~ola~ses, e.ccordinr-l;r, ':te tvok steps to 
.!l· e c c .trcct for convert :nc t.le r.1ol cc. ec into alcc.:.ol. 

• c~~;e o. the ~e~n compet:tion ~nd r.u ercus inouiries 
c .. :-lc!~.: .. t . is orce r, i'orwal ?urc . .Ase ~roce:ure .:t s r~lfo-::ed ~ 
·r.·;it:l~!. ... n- ~or Lids ... ere i.;>S\'Jd an-i ::eeled .. ic.;.:; :-oece: ,. cC. T.i t~s ~ .. e 
. • llo:-:'n · res lts: 

• • ~ . Industrial c~e=Uccl>, Inc . J . ud •er :al . 
Publioker Cor.:tnercial Alco!lol Co. .u .. o?t.. n II 

Gul Distilling Cor'Ooration .1025 • II 

l•o.hur.~ Chagin Distillinr Co . . 1~5v II II 

,\epublic hemical Corpor:.tion . 2\.-5 II " 

The l as t conversion contr act for t he Sa!'.e ouantity wes 
~~i --~ ..,ublicker Com:nercial Alco!lol Company at . .~..; . 1125 fie r gallon. 

I just received a tele ~.,vne call frc::~ ..oene.tor G·,lfi'e,-• s 
,:.:·~ ~:.·ri sin· t .. t it :.as unU.erstuvO. t ne G~.;lf Dist:llinr Cor pora­
: .. , .. = "o1..' (u · et t .• is business" and I advi~ed t~.e.t sea:ea tids 

•• e. "l vbte.' ::eel· and that e.r:arci w ... uld ce :-• .e to the lc::est re ­
:·Q .:Lie b~~ er . 

-:vidently, the active co;;~pet:.tion res·lt:n· frv the er.:rj 
· • • .e i cture o1 tl.e ;;;Lr Dist:llin~ Corlioret:on, t .. e cvncern 
....... o .. e te:1nll' .... ena:or ~ierr:n- .c.s L.Ct.i,ie, \, :. l::r ~el:· res:-on~:ble 
~ ... r ;6 e .. ec~ea:e ::1 rice . ,~ile tJ.ic Ct::.:ar.:· cre~te.: r.el7 cvo-
-~:~:.l, t..~;_ ,. rice n. not lol"l e ou•h to oiJto.i:1 ~-- orC:er . 

~:1r.rd :s l.ein! ne.O.e toaay to t..e l. :J . Ind'.lstriel C .. er.:lcals, 
:~o . l'vr 4v' 000 rnl l ons t i-.e a.-.<~unt o~'urec. t, t •. e::~, at .,iv .vo ... , v, - J 1 1 • • . !r allon o.nd the ?ublicker Co··,-.. ercial " cor.o Coupa:ly rcr •M 

' • , d7' .e.~.1ce or 4, uvJ, OOO gulons at .~O . vJ~v · 

C · •t vri M, 
, Direc or cf "rocure::ent 

j \ 
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,, , r: 
In accor dance wi t h your req~~ 

conies of t his memorandum hnve been 
g• "en to !lr. Bell 11 nd llr . l .. orr1e and 
• ~ve exchanged meoor~nde wi t h Ur. 
Hadley, 

Pre oared by : L:r . sandel1n 
t.:r . t.:uror.y 
!lr. H•"• 
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TREA SURY D EPARTMENT 

INTER OFFICE COMMUNICATION 

oAn Seotember 30, l'l41 

TO Secrstar~rgentbau 

l.lr, H~liltlf ~ P'ROM 

Subject: Proposal for Offering lo- and 15-Year Treasury 
Securities on Each Quarterly Date 

In accordance wi th your reques t, we ha• e considered the 
advisabil i ty or tbe Treasury adopt ins a uniform policy or 
ct!erins 10. and 15-year securities on each quarterly date . 
The balance or argument appears to be against eueh a pro­
poap.l . 

The princi pal argument in ita ravcr 18 t hat it •:ould 
impart an el ement or certa i nty to the Treasury ' s financing 
program and per mi t purchasers or Treasury securities to plan 
thelr subscri ptions in advance, rather than be asked to make 
a hasty deci s ion with respect to the purchaas or a security, 
the ~~turity date of which was unknown prior to announcement . 

Against this, however, may be offset t he following dis­
ad vantage 8: 

(1) I t would greatly i ncrease the difficulty of 
pr icing new securities. At t he present ti=e 
maturity and call dat e are t he sensitive 
factors by which new issues are priced. Ir 
the coupon or a prooosed security be considered 
ae f ixed, its i nitial premium may, nevertheless, 
be adjusted t o a ny desired level with a fair 
degree of accuracy by moving the cell dtlte and/ 
or maturity backwerd or forward, the unit o~ 
movement gener ally being three months . If, on 
the ot her hand, the meturity or cell date ~ere 
fixed , it would be very difflcul t to secure 
such an adjustment by alterations i n the cou­
pon -- the uni t or change in t i\J.s case belng 
1/S or 1 percent. This diffioulty could, of 

' 
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s1oretar7 Morgentbau - 3 

(7) 

eeour1 t1• t o banlta •• pou1ble, 1n order to 
avoid a deflation ot bank depoa1ta. Tbie 
might oall tor a oonoentrat1on on 5-Jear, 
or evan aborter, aaturit1ee. 

Borrowing 41.1r1ng the next eneral 7eare m&J 
be expeoted to be exoeptionallJ heaVJ. It 
th1e borrowing ehould all be oonoentrated 1n 
10- and 15-Jear matur1 t1u, it would ruult 
1n a ereat bulge 1n our aaturi t7 eohedule 10 
and 15 7eare henoe. IU.tur1t1u during the 
period 1n wb1ch new 1o-7ear eeourl tlee would 
tall are alread7 heaVJ, •• 11 indicated b7 
the following table ehowing the total amount 
or direot and guaranteed eeour1t1ee due and 
t1ret oallable 10- 13 7eare a.nd 15- 13 7eara 
henoe: 

First Due oallable 

298 

(Billion• ot dollar a) 

10- 13 7eare (Ootober 1 , 1951- 5~) 3·5 1!.8 

15-13 7eare (Ootober 1 , 1956- 59) ·9 2.4 

• 

' 
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TO 

( 

TREASURY DEPARTMENT 

I NTER.OFFICE COMMUNICATION 

DATI Soptacoer )0 , 1941 

seere~&t7 ~orconthau 

PROPOSAL: 'l'l\at the Treasury inau,;urate a f'ix6d f inancinG 
Pro&ra.o wherein offerings are made on quat"t.ttrly 
dates t.o Cl8ture on Qllarterl¥ dateo whh aawrities 
of 10 and 15 or 20 year# on each off~ril'i:• 

Cvo.CWSION: 'ihat such a ;>roposal s nould not oe adopt6d , 

l , ... 1vu t lw f reaour;r a uniform oaturity prot;raa after a ;>eriod of 
aoout. l) years. 

' · iivcts all 0\l.,>'Ors an opportunity to work out. u.n1to1111 investment 
proarems . 

Ar.JU!!Eli ~ Ali.I.IKS'r THB PROPOSAL: 

1, L1>dts !lexibility of Treas11ry' s borrowing program, 

a . Unless the Treasury is willing t.o sell new offeri,nes at. a prioe 
o~her than lUO, control over the ~unt. ot premium on each 
o!fe r1n.; wouJ.d oe practically impossiole •1nce tr .. cou;>an rate 
~;r~ld ue t.he only variaole in set.tin<: terms . 

o . Uruet.t.led tt.ark:e1.s night call tor short. or no 1inanc1Jl! $0 t-hat. 
ouen a !ixod progra!1 of necessity aiO\t be ohort Uved , 

c. "-neruu axt.recel;l ~ood w.ric:et. wo~:ld ,)enait. lone; t•nt. oorroring 
and t.he l'reaau.rJ Dight. risn t.o take advanLaie of such a 5 rket. 

2 , 7end• to pile up uaturi~ies in the 10..15 year area •hicn 14 already 
croW!led, (~eo attached Table ) 

J. ~nort teno !'inanci.n(; l<Ould encourage bonk l>uy1.fl6 whic n at present 
1s not. t ·ne announceu policy. 

ALri-;rllol.'l'l <:. ~UO\l~"'' 1011: 

A ~N.;raa of lO-)'ear and 15 or 20-yeu offorin&l on oacn quarterl¥ date 
l>i,:ht oe att•Jijlted rltnout co=ittin6 tne i'reaaury to &<!here strictl¥ 
t.o s;en a proura=. ?o announce a tixeo policy •ow.d 1n effect. t.ie t.ne 
-reaau.r1 h&uda woereas t.ne saee result could oe Obw.ined oy stoa~ 
Ot'fe~a •MMVf!T praet.l.C&ole clo$8l.y (Ollo'*"i.no IUCU & plan . 'i'be 
;J,i.r.c•t. co.Lld oraw its own conclusions as t.o wnetoer t.nis • ere to oe a 
!'1.xea poll cy. 

• 

' 
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QIW!'rBI!LI l"DWWCII!!! 

Dates &lXI llat\lrlty Dl.at.ribution 

l.O xear 15 Year 20Year 

o!ferinC 0\lt. std&. 011t.ot4c. Out• t4c · 
!)ate ~ Matur1 ~ watur1 ~ ¥atur1 

{a1lllona) (111lliono) ( llilliona) 

~ 
act. Sept., l951 c 755 Sept., 19S6 c 982 S.pt..1961 0 
Dec. Dec. 1951 c lll8 Dec, 1956 0 Dec, 1961 0 * • 

1942 

Kar, war, 1952 C1024 liar, 1957 0 lllr. 1962 0 

June J\lne 1952 0 June 1957 0 June 1962 0 
Sept. Sept ,1952 II ll86 Sept., l9S7 0 Sept,1962 0 

Dec , oec, 1952 II 491 Dec. 1957 0 oec. 1962 0 

194) 

ll.ar. war. 1953 0 war. 1958 II 1449 war. 1963 0 
Juno J\11\e 195) c 725 J\11\1 1958 c 919 June 1963 II 919 
Sept.. Sept. ,19S) 0 Sept.1958 0 Sept .196) 0 
Dec, Dec. 195) ( II lll8 Dec, 1958 0 Dec, 1963 0 

{ II 1786 

!2!.!1 
]j,ar, liar. 1954 

! =~ 
war. 1959 0 Mar. 1964 0 

luno .111M 1954 Jum 1959 0 June 1964 0 

Sept, Sept,1954 0 Sept.1959 II 982 Sept. 1964 0 

Dec, Dec , 1954 0 Dec, 1959 0 Dec, 1964 0 

II • IIIW.rit;y 
c • F1rot call 

.. 
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It• 

OliTftll Su.r&S SAVIIGS JIOIID8 

Oo»parat1•• Stat .. ent ot Salta DurlQC 
Firat 1'went7-J'our Buaineaa ~· oL Jul.)-, Au&uat, &Dd Septtaber, 1941 

(July 1-29, Aucult L-28, Sopt .. btr 1-29) 
On Bao1o of Io..- Pr1~o 

( Mc>nnto 1a tbo'O.oozlu ot 4ollaro) 

Saloo 
Mc>nn\ of Iacroaoo 
tr .IJeCI'MH (-) 

llopt•btr .lQcllo\ 
I Sopt .. bOI' ....,..., JuJ.:r ...... o••r 
I .!aiN!' J!!lz 

Per~eetaco of lDcreaoo 
or .llecreaoe (-) 

Sopt•'bor 1 .lQcllo\ 
onr l oTU' 

""""' J!!lr 

Sor1oo S - Poo\ otflooo • 37 . 3~5 • 38,116 • 117,385 _. 721 _. 9.269 - 1.~ - 19.6. 
Sorloo S - ~eako 64.891 71.675 87.997 - ...§..l1! -~ -~ 

lorloo S - total 102,292 109.791 1}5.~ - 7.499 - 25,5~1 

lor l oo 7 - 3&Dko 17, }13 1S,s66 211, - 1,553 - 5.5511 
S.rloo 0 - 3&Dko lOJ,078 117.91!2 150,636 - 11+,864 -~ 

- 6.8 
- 8.2 
- 12,6 

i'ota1 ~22 ,68] $246,6oo .Jl0,4JI -~ -~31Sll - ..uf. 

..,...._, All fl~V•• are clopoolto with tho tr .. nror ot t ho Ullih4 St•h• OD accoUDt ot proDeo4o of 

oa1oa of Ullih4 St•to• 8•Ylllco Bolllo. 
Iot t i Jicur•• b&._ been roUDdtd \o neareat t houaaD4 end will not neceaaarlly add to totala . 

-~ 

- 18.~ 
- 22.7 
- Q..l 

- 20,6. 
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Dah 0 •• 
Sarteo :1 

Sap\-'ber 1941 
2 $ J,02l 

~ 972 
1,}65 

~ 1,1152 
1,1119 

II 2,856 
9 973 

10 1,479 
ll 1,1122 
12 1,312 
13 9811 
15 
16 

2,312 
8113 

17 1,225 
111 1,11511 
19 1,555 
20 1,0115 
22 2, 396 
23 1,1119 
211 1,277 
25 1,415 
26 1,5o6 
27 1,o611 

0~•• - a.p-••b• r 
Ba•1• or l aaua P~o• 

(In thouaeD4o or dollaro) 

I 
liOU>k llon4 Sa.lee 

--;:ieo :1 lserio • f 
- ...,. 

I 

I Sarieo G 'fo\al 

}.3115 I • • 1,182 $ 5.510 $ 10,017 
1,9~ 5115 5.790 II,JOS 
2,5 6115 ll,glj6 11,032 
3.6119 1,162 10,11116 15.336 
3,llj4 707 11,666 11.516 
J ,032 521 3.5149 7,102 
2,013 5211 1,5J2 ll.on 
2,883 m 4,984 8,1141 
2,657 3,168 6,}09 
},004 4}6 2,5J6 5.975 
1,997 4911 3. 493 5.9118 
2,384 797 4,11911 11,079 
2,198 470 2, 1107 5.1174 
2,902 536 3,0111 6.455 
2,593 5611 3,1162 7,0211 
3.169 794 4,11111 11,111 
1,7112 466 2,228 11,1136 
3,1135 

I 
927 5.3911 9.757 

2,1)2 6o7 },1112 6,152 
2,727 71111 1!,1}9 7.654 
2,7}0 957 11,1172 11 ,559 
3.6113 1,0}0 5.Jo6 9.978 
1,1182 6117 } ,1120 6,3119 

J.ll Bon4 s.J.eo 

' .- ' 
S.rtoo II S.rioo f Sarteo 0 I ! o\al 

• 6,lfo6 • 1,182 • 5.510 • 13,0911 
2,905 5115 5·~ 9,2110 
3.906 6115 II, 9.397 
5.5llo 1,162 10,11116 17,11111 
11,562 707 11,666 9.935 
5.1190 521 3.5119 9,96o 
2,9117 528 1,532 5.oll6 
4,362 975 4,984 10,}20 
4,079 IIIII 3,1611 7.731 
4,316 436 2,536 7,211l 
2,9115 4911 3.493 6,97 
4,695 797 11,1198 10,}90 
3,011o 1170 2,1107 6,317 
11,127 536 3.0111 7,6110 
11,051 5611 3. 1162 11,1181 
II, 7211 7911 11,11111 9,666 
2,11211 466 2 , 228 5.522 
5.1132 927 I 5.3911 12,153 
3.2111 6o7 },1112 7.300 
ll,ooll 71111 11,139 11,9}1 
11,1115 957 4, 1172 9.m 5.149 1.0}0 5.3o6 11, 
2,951 6117 } ,1120 1.1151 

29 2J_II46 __3_.0113 _ 963 4 617 II 664 _ f- - 5 •. 5}0 __ __9§) 4,617_ __!!, 11 

!otal • 37,395 • 64 1197 • 11.rl!3~ f!9J_.O]II =00,2811 1-$102,292 • 17,}13 _j!oJ,_()J8 $222.611.1 
Otttoo ot tbo Secret ot tbe ~rea~. DiYielon of Reeearob and Statlatloe. Sep\abor }0, 19111. 

love• • All ttcv.r•• are depoaita with the freaaver ot the Unlted State• oa a.ccoUD.\ of proceed• of 1&111 of 
11D1\e4 Statoo Sarlqo llo.odo . 

Jlotet np.r.l h&YI bea roUD4e4 to a&alrolt &Dd r-ll not UCIU&r·i~ .,s4 to to tala . 

----~---------------

1 
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O FI' IC E 01' THE V IC E !'RESIDENT 

WASHINGTON 

The Honorable, 

The Secretary of the Treasury . 

J)ear Henry: 

Copies of letters which I hove j~t .. nt to ··r . 

Donald Nelson and !!r. l!ilo Perkins a.re enclosed . The 

3C , 

full cooperation of your offices 11111 be necoss• ry to ~be 

oucceosful completion of this impor~an~ nseignment. Every­

thing which your sterf can do ~o help tho11 will be deeply 

e ppro c 1.a ted . 

Sincerely yours, 

Enoloaurea 

' 

Regraded Unclassified



Jlr, Donal.d Neuon, 
txocu\1To Director, 

Sopteabor 24, 1941. 

Su~ Pr1or1\1oo and Ulocetiono Boorcl, 
loobinJ\On,D. c. 

Door llr. lloaon• 

I ban ciJ.oCIWieod with t ho Prooidont t ho aatter of u.x1-
.,.., bol&Dood production ot cri\ical.l,:r noedod raw Mtori&U 
inclu41.nc 1nanuod etock pUu of - of theo. It 1o of ~ba 
ut.oot. urpnO)' \bat wo. dnolop no• oction procroao dooignod to 
roach tbio obJoo\iTO ot roteo of production boTond whot we hue 
plomod 1n tho paot. 

I wi ob you would get in touch at onco with tho aftect.od 
Dopartmon11 and qonoiu ancl Ill bait. roporto to mo, c.-odi t y by 
ocomoclity, ao eoon u tho 1ntormotion i o oToil4b1o to t ho ond 
tho\ fooeiblo procra-a tor 1noroaood production and larger ot.ock 
p1lao oon ba worltod out. 

In o C....oc!J.v e.-ry roport of Soptombor 5, proparod by 
tho Ottico ot Production llanage,.ont our ootiMt.od 1942 .uppl1oo 
ot ftl'ioua c....oc!J.llio oro oot. forth, lhot I wut on practical 
wapotiono u to bow "" C&D 1ncrooH ooch .-mt 1>1 t ho ~ 
clocroo poooiba t.ogetbar with tho ootiaatod 1ncrM•o 1n coot tor 
ooch tNch proa:ru. Tbio dou oot necoooorllt MOD i t will bo 
OOUDd poliO)' to reo.ch ncb objoctiTOI in t ho coao ot oTory ._.. 
IIOCIJ.\yj on tho oontrory. blanco 1n toro• or v,jcw product ion 
and adequate otoek p1161 11 our re&l 10&1• In acbininc thU, 
b""""r• n nood to mow tho 9!!\f1clo Woicol lloitotiont of l.D­
oroaeod production tor eocb cr1Ucal.l,:r nood.ocl Mtoriol. Ploooo 
oubai\ tho report 1n teroo of tho 1nci1Tlduol 1noroaeot i t will 
bo pbyo1ooll;r poto1blo to pocuro 1n 1 - 2 & 3 yoar por1odo , to­
co thor w1 th \ he 1norooeocl 001t1 and t ho 111ethodl noCOIIIt'IOndod to 
roach tho obj ect1TO tor oaoh oo.aodity. 

'l'bo pr1Mry" roeponeib1ll\'/ tor working out oct1on prosrou 
•• they op~ to production witb1n our own country will bo your., 

• 

' 
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1lh1.a \11&\ of do1ac oo in - u-..o arw.o ot tM 1or14 n1U 
opoe w,.. will bo \11&\ or tM ._ooo1o !let- ~~ou<~. I wou14 
l1U \o ban 7"" &114 llr. POJ'kinl 41101111 \II~ •tter prooop\q, 
boweftr, &114 liMp 1a olooo \oult wit.b oaoh o\her oo ~ho\ 7f1f1ll: 
ropor\1 ... bo --uaatM. I u &d4roi11D& a 11llil&r le\~ 
\o bia, a WPJ of wid& ~ nal.oeo4. 

lllallro~ J'OIUW, 

p . 8 . tiM 1a Mt1a1te~ of tM ......... 7"" ban •• a~ 
pria\llT rooopho4 1a \lot oipo ..........S yaar ott1oo. fbi 

~~"--' Wac ~ tM rolllll.\1 w p\ ....-tnc tM ..n lB -\U. toW._., 1 urp Min& enrrWa& poooible \o p\ 
roaul\1 a\ ••• n ~ bo ...,._ io rip\ oa tU'IO aaohilllorr 
tor '42 Wbn w -14er W. alllaponu\ \I.M tao\or. 
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TO 

TREASURY DEPARTMENT 

INTER.OFFJCE COMMUNICATION 

D.t.Tt SEI' . 194• 
5ecrctary 1\orgenthau 

i..r . Cairns 

Attached is a copy of t he speech Leon Henderson 
3ave last night before t ile National Association of 
~anufacturers . The por tion of his speech which r elates 
to t he control of profi ts anoears on pa~e 7. Henderson 
'l&;ces two points in this connection: ... 

(1) That control of wages is co~oarable to 
control of salaries of manazement and other 
fo rms of COffipensation and that, therefore, 
there should be no atte~ot to control wages 
without controlling proflts as well as other 
fo rms o: income . As he outs it "profit 
control, whi ch is a form of i ncome control , 
is , of course, very similar to wage co~trol , 
and perhaos a necessary prerequisite to any 
serious co~sideration oi: wage control "; and 

(..: ) Althoush price control nece3sarily affect s 
indirect ly both profi ts and wages , it does 
not contem~late the control of the rate or 
the amount'of profi t made by individual 
sellers. He nakes the point that frice 
ceilin;s under his bill nill establ~sh 
conaitions ~~licablc to all sellers of a 
certain cate~or7 an~ t~at the profits of 
individual s:ners will be detet'!Dined by 
tl.eir Ol'ln efficiency. lie goes one step 
further , honever , and se;'=s to o~pos~ a 
100 oer cent excess proi' ~ ts tax m Vlew of 
the follo7ling sentence l"lith 17r.ich ?le cl oses 
his discuss ion : 

" , ... w We propose tiJB. t ooportunlt ie s}or 
p1•of it , and for greate: or l ess .F?.1t , 
will remain the : ncentl ve to efnc1enc? 1 
foresi<·ht end i nitiative even duri~g t nlS 
great ;ffort to ac i eve ~u~r,cacy ~n 

' t • II proauc 1on. 

• 

' 
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Oi'iiC>: FQl L:!Zi\:;:13:0:1 1Wl4Gi:-{£!>~ 

Ol'FICJ C1' niC! ~IliiS!li.\!IO:S 

For Reltau a~ 8:30P.M. , J:ST 
Stptubor 23 , 19~1 

PM 1267 

A~dress be!o~~ tho !astern RocloDol Meeting 
~~ the l;etional Aesociat1on of Manutactuze: e, 
Hotel Aator, Bew York Oitr, at 8 :30p. m. IST, 
Y.onday, S&pte~ber 29 , 1941, by Leon Btnder aon, 
Admlnlotra~or, Office of Price 4dmln1atrnt1on, 

Tonicht I V(ll)t to tall< Yltb :you a~out a burGine IUbJeet - or vllat UD!ortu­

r;a~el:~ ~ become a burMn.g subject to. eTe!'f bual neaa ~ eorery vorker , ad 6 .,ery 

!s=:er ia &:er ica, 

I ~ ,otnc to teUc caniidlr and without r eeenatlf\D, ,J\!st a .a plain.iJ, l\nd 
5t!'Alchtfo:-~n.r.:J.y aa I "<-:tow tov. Y.,7 to.,1c, aa aot.eho4y ctp-; l:.$'1'8 been fusiptod. 
e::o.u¢ to gutiJ, 11 1~!..~.-ntle::~. . 

3y tc.t·l 4t1on, I *'1<3n t~.e r!t{'i~. !rreeulrr. err"/.1o r1ae in .Pr ices ~hat ve 
usc.e.ll1 Rltoeiat., "'ith ""tt d.o.:iq c~ r')no:-li'.D!ly ir:ter.so bu: ineta activit y . Inflation 
occt::l' w~cn wo c~·~Gipt ~o spc;~d ~r:ot ~oney for a~ode llt~cl een1c:e3 then t!ler e are 
;.ocl!3 one. acrv1coa to buy . It 14S Ct1.'~.aed ·oy an u.r.contr? l le6. --xcoas of pu.:-ct3:s1ng 
pn~er ovetr the volu?::~e of go<"da for s t lo . •,te he.vc An axcoae of uncnntrolled pur-
c~sing po·..,.cr no·,, . ln.-f'lc~io:t sta!'tiJ ·dt.h Jagged, irr""·,vlo.r price a<!.vancc~ Oecauao ' 
p~ice1 ~ia~ ~ore rsp1dl~ wherA the 1hortacea orft treat~c t . We are ~3v~~g sucb 
price incra~aur nnw. ~~e excnss pu:ch3si~ 'ov ~r ¥hie~ tbr eptans 1~flat 1on today 
eores ~ore.~.r t': ,., eoo;o•r :-_-:~~:.t ::.r'l~dLl«: on tha do:('nae f=OtYU 't:ut p~tly !ro::t cxpa> 
sio:J of 'tW e~ : ~!.t t.n'\ f':'o.!) oTher ti~l.:'eew . l'n.1.e11 t r.ct cxetll pu.:-:.ba:d=.g povor 
h ee~trol' td , ':)-... c.,a ~r,. bc·.1:.t ;o tre~ CTJ.t of cor.tTOl , en~! ::oat o~ uQ, ·~!.other 

':r.:.t>i::eu en, V#""k.,:a c;r !'u..;: =•· 3-~ &'.U'f! t o be h,trt. 

i!' " ' !..,.1. tho t:.r.e 1 ::." s,o: .;o f\:.rtl:er lot"' ca"lae• . 1 ol.r-ht &J:"?laic ho-t~ 
! !l~n••• of !~cto: 1~• nr.! :1~~• ~·~rs t:e depreasion loft us 3 pro?uc~!Ye =octau­
!r:: ~4!. V"\1 e"eaolet e ! 1 .. ~o.:o i:2p0-:-t.e::1t rea;»ec~a .. 1 •1£bt cU acuaG , vith apyropr1-
ste r~pl~a, t ov our labo~ ~or:e taa been alloved to run d~...n by f~tlcre ~o :ai~ 
tr.i~ t!lt :".:.p'Dly of ckil!o1 vo:--k:er c . I r.i("J:t ~hadze t~t r.o'!e:-:a. v .a.r places e 
t:.o-:.~·.a ic:'\ud cot upon all tbic.ga but a hee.v117 conctc:.r&tecl. de2cd. for cer~&ic 
~1~~. ~! ~t ~ri~i•• ~ac~Jce tools. and a~il led workera . I ~i,et elabora~e on the 
~ ~~~t ~po~a in the iEport altuation, like r~bber , tiD and~~ i:oc:~ant focdG ., 
~r . I mi~ht nwall on oow def ense expe:1diturao , vbich ore otill o1scr&~ll ezall eom­
'Pt!'ed ~otitb vn..nt tb.cy t:'l!l~ be e-n:.l wllat t hey will be , L\:"0 yet 1•:-go enough t o b'l al­
rudj· pr eaa1ns v1.th dnngot"ous force 8glline t e 'oottlenock~d ee onomtc syet eo. 

But all tbeto C!~ses ~re reasor~~ly well known on1 ~he:-~ 1K lit tle Cjspu~e 
t 'ta.1t thto:3. Tonj 5h t it n:"',Y be r.or c uaef\!1. to ~e&in -,y :~Yiev~ro& tha consett'l:.enceo 
o~ ir~lation Y~icQ o~t t~ bo A7oided &~ a pla(Uo -- vh1ch it rc3lly i s .. 

Y'.:. .. ~ n.re t:"l,. co:.o~oceLce; of i~lflt1:.~ vtieb Y O wc=t t 4 aTt rt1 I:~ pe:-71c·.:Jar, 
Y:.~ ~~e s i~la~i'~ =~o~ ~0 a ~t1~n, vb1eh at the sr; e t1 ~e cue~ dgfe;4 i~c~~! ~~l 
~ld t~e c'ebi~t• sn' t he t~ol~ f r r Ce:ce:acr tc:~aJt ~te v~:-lt! ·~t f~es 

-ea: ~o tte :en •~4 Ya:en of th1s ~~e~o~ - ~ov •~~ in tl.e ~\:.t~~t ·~t Qoes it 
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•ea.a t o bllliMII eoDC.-rat Yht.cb an t.l'lt heart or OW' productive IIMhlcet ll'hat t~ ) H aoe.~ to tho .. v b.o 'lt'OrlC iD our fac:torl .. and. coo 0\i.T fuct! "'hat do .. 1t s:tac to t.he future of the t7tttJI of prh at·• ~utintn e=.hrpr-he G.A4e.r vb.ioh "" AOW OPf:ratt! 
V)o .. t 4oet 1\ MU to t.b.e WII'J 1c.tUhUOAt vt.icb OW' 'Aol • _.,.....ll\ Foc:rA h .._ d~d. to'"'""'' ' 

7-lrat of all , 11 vt bawe UArUtrained 1:ofl.atloa v e cannot IU'a. Kc.Mc••t nt. can produce tho noocl of a.tiirlalt wb1cb w ceed t or 4etenu onl1 undu r~atOn&blJ tt&ble ooonoalo coc41t1oot , ~~ of t.he d.e/enee eoa.it •entt are !or 4elivert 11 1 )'tar or two 7HZt !ro;:~ oov. l.f bu.thl.e" 111at eontt:D!i vttb akyrocJteUcc prlctt, a:.t Q"l'ttl:ac, nw::tl&&UQ& COtlt aDd V~~Pto but 1Mtt C~\ d.o ht J•. 
At lu~t !a:uch told t he Yu Pol1Cht Co.caSulon t~e:a Yeart aco, t hut 1t ao able M4 n:peri tu::td b\ltltteu &il.ll1t11 1\rator i a tbo countey who dou aot prtf'tr opl)r ation unde.r at ablo concll t.iont to operation vh oa prlc u are rlllag on all tldtt and an 1ft t.be un!ona .. abh at.at il o! flu. Lona U .11e ooa.1tiZ14Ullt for ~eHT-.t7 ot cool!.s r eq_lllre loe& U:w co•haen~• OA prlo .. o f tblt nv Mt~rlal t vhleh co bte t hoae «004t • 

Vb.~• p-rtcu aa &OOIIlC(, f'S il'n'!.hl ~,. ~t.rlalt M·e 41ttrlbute4 no! Sa ao .. cord.Meo wt\b 4.tfenao JMttdt , but. t !J,;-o1 "'; ~h,. b r.4t of the spe-culallor to tht b~qor " l th the ln&tat. pockot.bol))c, F.o.o.r•i l rtr b"et•• • p.rofl\abh. And faced vit.h uotc~liiC lncr~A••• lQ th~ cos t or l1Ylnc, l~~o~ ~u••!!1ebly 4t"'r.cla hirber •are•· If crante4, th .. e ccaA hldl"'r cons ~d oft•= U .;;...:- rr1cea: 1.f 4t:D1ed, t~7 DMll atrlkea aM 4hw: .. l!7, l tll!ustrhl ~.: ... t l-.At.t..ie&~• a:w1 4..--oralh.u pro~act!oa aM 1a t~ eei pre4~tlon 1• at~le4, ) 

Intl~t.ion under=tn~s t~e te'•~•e tffo~t in t'lll ano~her YAY• Prior itit t , 
ftt all or 1W are co:atr:c tc> reDllse, h n • ., hetu"t o~ ou.. .. e~·etea of iadl.lstriel aobt u .. Prtorltlu h t.bt t.1u 4:t~:enat.on of Oil!" pre:Ar"'ld.Mu e!fOTt , clYl!!& o.a tht to pa tlrst Ut1r,.:a flra~. hl a wrl4 of ~l.!ta.;.rh~: it. ~o .. a 1 t cat.ttr bow our ~ct pr~ h o=.. ~r, tov ,e~:-.ou ou .. •pp::-oprhtl~• art, er M..­t.lll:e cru eontrach - 1.! "'- 4o:!1t &et \M CUt:* All4 tt.e pl~U~ea W'l\11 l~ or- :2-u. J)t .. veU 0!"•41Dh.ed qauc of p:-1o-:-1Uea, bcnt"er, we cau pt. tho .. IU'21t tl:t t cosine roar &n4 naxt year ~~•o we cuat ~•o thoa, 

AltboQ&b 1~ :ec~~ ~tka tha bnt1t has been lald for a aoun4 ADd e! feetl¥1 pr1cd t lea qat.a in !l:.e Cahet S!eus, 1 u tra:;); t.o LV U..at we .. prleu t'd&ia relathdJ' ata,le thh ttfort t.o eo:.tt'Ol 1.c.e now or coo4a vill bec~oM a.c up1.7 farce. Tor lt p:1or1~1ea .uat eoe;,e~e vltb uDContro11•4. lnalateot, 1Dflatloaar7 pr1e• tocreataa, th• e•ttlft( of ;at erlala will depeoa uot on the bQrer' • need but the sellar' a c •·ee4, not on t.he r.s;loo•a volfa.ro but oo prlvat.a ft~.Yor. 

L, 

Stable and ao"J..ndlT tDforeed p~1eea vtll ettalnate the u~tatlO.D to toothc ACJL-loat U.. prtortt7 t¥U•a a~. ao tar •• h co:~..ahuat vh!::. t.he tern .. P~· 
1 

vt ll Chi I'YfJ'70fte b1~ aDd ..:.11, hh ta!r •hare. IQ(latlon&T)' prlu her f'•H* vSl 4lsr.~pt. aar fair 171tea of rrlor!t7 control o~ t he otbar bar.i an4 wort haYoc v1tb tnf!ustrlr.l -abllltat.ion. Rectntl.Y a nbtt.MtlM ll.CIOUCI\ of al:w:ln\1.11 ttOil)ed p r1orU1 contr ol - t o becou 6111.1ttaont. ~cbin.ee lnsttad or a1J'J)lar.;ea, 'fh.e pr1ce, of c:ow-te, va • • boot.l tc pr ice, It ther e 1e no falr tfat ea ot prlca eootr ol , the co•eraa~at .. 
l t.u lf nat tat.n 1::to a h•rtbre&klq coapettUc:c 1c. order to ounl4 U:.e pr1•att ) ( • ecoc0!!117 for the t bh,p w.blq h mat t.-.Ye. That vCJUJ.d 4!tUf'07 ~ot.b ov d.e!eu4J ~-ton &:i4 OW" Jrhate ec-o-.. 

Let no oce bllnk t hl • fact . Ya cannot haTe 
trpande4 detente p r oduct.loo •~ecpt v1tb a stabl e , 
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~~~• ltt•r•d thie l~aaon; t he ¥reueb } ta-eed te to \h~lr ct~:~ cost: tbe lrltlab :-"\'\"• le'reed H : v e CIMOt cv:vae ovael•e~ 1! ve taU to pNflt ~7 Cl:t:1:r eJ;Jt"rh%e d C\ol' to!O t-.Jrlcc •oTlcl Yv Yo. 1 . 

SMJ.O!!dl."'• htJ'laUoc 1f li.CI'\ C~trt-.0. wtll ~hre.t.en !Ad J)et'ht\P• 4u tror the ._ ..... 1r~ ,yot.c:~ o! aoelr..l '"C'.l.l'l~7• 1/'::.Pr. 1 ,., thh 1 do not. r <'fer alec~ t.o tho ~;a~rr 1 liochl Socurlt~ ho<h~~t.loo. : r ef •r r,..u, .. :- ta ;h• inu U ·.!tlooa ac!l \M ~ ... uu wtlcb Y&at U!lllbo:ra ot ~r11l.IU!t h.vc \l.tll1ted t o p:roT:..C.. to:- t~~t:- o~ •ee.u ... 
1 •1 1 t:.Te in odd tb4 1rur~a:.c• CU'!!6.eta.J , t "'- a..• ttl!"• h .uh, tl.e lJo.lHLy aft'i i~. ; auoclatto::~s an4 o~tt.-r 1me<~\3o"C.\ 1tlst1~utlot:.a, • • ---n re tll.e ~he of UYtr.,c ~ ..-r--:..talltr ''~~~ 4•• le~ l.ao:-lo:_u to u.s• t :Xn tr..aUtuHf":.• for n .o1r eND rr~ : t'"::c:o. Ir!'leo.lo:a 1t "' 'b-~t. to Jo:l.h. Str eot ~Y~4 to 'tflll .Str~t ~ lire. 

A donbl1n.; of prtc"" ~an" a r·ot~:cUon ln rtxed • 'lliHII or M - a rot,.nti al !<:' 'C:Y/ 0.1 ~1tr7 l nswo.Mo 'POll~ , • .,,..,., a.o"ft&HJ. ••'lr)' ,,.,,.ir.t~ krlt 11-e ·e-.u1, fl~r, ~~.ioa t'v.t h p~la. out dtr-h---4" u lr.fi6':.!.oo . .. hh 1l 1'-:!' 1Acqu1~7 d' 1t!lAtlor ~L! •u c1v c;o. lt J').Ku r.:: .. ~u\ fiqr~.,!"t1eu~e ~.ko~ CD '!t:• l!\\le: !',.l:ov - 0'\ : .. ~~l N.:ra:hct•J•f'r ~s·!:. C"J~a1\a4 "='Pli• c ..U I""CJOuU.rc roth; o::.. t h_. t.cr'l• fl'"tr .rlu 5 ,~1 un:.~& ,. .. ..c'<r.:.n.t. ~r tt.:~. \eruranc:e ~'11c7 lll'!.i:~t.etltad st c:r~:t t-f'non•l st!r!f!co: on the w:v-. n~:-r.er , ;,1) 11' oot c.r«lru:bo4 ar.ll CR:.Aot htt~ hh Wt~D 11.1 
1~~ vl\h prleon. 

sc~ thf' t.:l."lO!l'a eo.-·tt~e h v.ic-.r.d-~11..- :11)\ otl.] t\.1 url\lo fit t~~&"' ,..~o;,. - ·. '~ t~c! ... ,l ... ~r.::l t!':..!t '!hl"• . l.c~ \~ ~rde (!~ 0".1: u~tl :-a, •.c~ ~~ r,~ ':"!:,·:! noa-t' o.clt1ut, "-'t-., l'.,_":"'t ortero:1 t~f'U,.her ... 1:.~~ •:.~!\:. l!l tr.e Adt.t,tC •• ·bu· c:GltctTr . 

h .• 'l.~1o!l .:!~1\ftl r.a!..n !or 0\l!' Vt~tt t. .al"~l• clao:11. I~ Ito • .,11-t ~t.•nt to~ tt :n:\0 dl'•~r\:.;;tlo~ ~,.r CI.J' ~r~••n.t .., • ._.~ o! aoc1r.l ncu .ty ~1eb.. -· elK'• dttltte,... 
~ ~1 ancr b~ rt:•!.,O'! .. 

1:, ·b- ·d pro-o)Oe' t1oT' te ttat l::!'lA:.1o~ . Sf Mt c;:"C.:t'CI, ... tu CJ'hU~- inrr~•t• 
"h eO'\\~~ ,.~U'"dC.!l C~·~~"J ~~--..,~U 9!'0?!"~. ~Y\Wie:,)', !_•, CC!\1.:1 1:0')-:'o$ \O "'IJP .. ~\ 

· • 1 r,..,. .. ~ as lM"fl '\II &'.oro t.uat ""'• I:J~l: ~~~lofl• ':1'1},1.1 a ·. lw ~rice~: ll'l<l !\ • n ttr:=~a '' .,.. . . ~ th 
0 
~Ullon-11 a, .. c:t:rtrr~:.o uot.:.l\ b). !'I•'· 0'~ "J'lP"O'P'tlt-~1ene 'loy ~U!.io:~:'l. h !to ... ttl• e • lo~ of'1"' 0 tU15\. ~ '!U'Irl'<'i"C~ , t'd t..bO 4'l~t rl!.l h "1'11 \ \ jo!iCJ i o:;~.:t;e~~~::,.!~ r.lt et!l~\~. ! u ~t::~" !l!l ~!' u.e vh~ t.~ =~ .. ~r.-n .. • . .o:- .::~:- ~. ... 

1
- '" b~e\ ! :.. 'Lr trr~r.e ... - b·.t -h.«~ e'Ul ~· e;~T~ 1:1 •e:" , ... ..,., b "t-:o\. '\ 4.,,.. ft " .., 

: : v,..,.6 'O ~;113,; d""'::. ::.C T:"1.C2111 of tU:··~ ' 't 1"'t'"~'. :'t.."X:l\o blJS. 

, .,. ~ •, • "I '"1'·1 1\ ,,. t.!'.e l ::r>llCt.\ \NIII J..ot'\11 nl!T!o·u. ~'1:.\ ~·u; ~I\ lt:! ') .. to- • r. ~ ~.::' • , • .. ~ c..•u~:ot l:.ope to ctc.tJ)C: o~ lr~t'l•tltoa. for th~ !'"~u.:e. t :" v : 1'-~T-e "- 't.: ·=··"-•· O.'l, l ... ·, ..... __.1 .... v.:~eo-.-
,. 'T'-\ l• a. ·-~~-~~. • o··~t--• a ;!Os~-var IIM'"lt\..Uo&.. A~ :~o 11!.1' t, rt.~ r;.. • • ~- ,. __ .. ,. 4:c1) h rrltn 'I n17 C:.ot ~. • - . - • e.,_ ...,~.._,.,. • :.t! 0'\ \~r ... s•a 1r. p""t-:.-a :o:..:.u e ... •• • : --! c .. r..:~\1•~ ~f!f'Ct~ or prl.:o t!\•r U:.e un·~~~e~ 11 OT.-r . -he c.t'l.~-i:a., •- ( ' h•r h'bt!4!t. r:&:r be 0?-..c:c .. , Me e~:-10\la, ~'-'" t;;c 1100lnl o;or. !le-q;~,;.<-tt.:CI " ec, .. - • .l:..s .. rwa. 
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"'w)l .A t., re•ra aco it. wu OOMO!"'p:L.t\te lo ea,y that tbt aext. \l'ar voul tS dttt. 
ctnl!uUoa, Jlec8'tl t l.7 ve1 .-.'b~tad 1011 ea!d. about. eueh. \.hlflCt, Ko1t or \1& ':! 
CO'Iaf'&il ud. ta.ltb ~t. 011r Clt'tll!laH\Hl w1U 01 pl"'t-&ne4. IQt let 'C.t Aot. t•t.,.. 
cursd• u- 1t vUl &alrt a th"OC,!;, ate,W, a\.&bh ICCI!lor.1o aoeJ.et7 to aam .. 
~hh wt r, eod. to vh~t4D-4 ttA a! r&l.ft of \bt oe•'-var a4,Jutaen &K ,....,.."" 
U:tl, 

W.\. ut Jut &UJ790M, lQ tht pooat.oovc r period, t bet alan« vlth aU the d.trtt .. 
culU u of ~h• J"'laeeUM reOr(\nha.Uoo r.;f M ae~ aed worl4 w wst alto COJ!t 
vhh A collop" h ~rlcu, e~!o~~. !.nvtnt01'7 acl~..utata Yalu.t, an4 "'«• -.n4 aAlarlea, or oroporttou tll'1l#.r .to t.t.at whlch ve a~w ~liT U29, Or l "t't • 
pi;tal @ 1\ dltt.,.~nt.lr •~ ...., tha\ we ha•t a dtpt"ff .. too hie. at c!nutlc a:wt 
twice .u 41.-p at \bat ~d. to\lowd ln9, Y=at CMU~ Y\11 7fn Cl•e tbt tT..r ..... corattc tattltot.lo.~t aM. our c.t.'fllha\io:l c.u tlJ,.J'YS.n ·u!• rs.w no::r? 

Jo!7 tl11Al propoa1Uon !oUovt ft•(l• U·.~n I b11.Te c t nti ontd, I~:~ =11 JwioMnt, unchecJceA lntht.ltllu vc;.v\a endaA(er iil,. 4•aOCrt~.~"<)' Md t.b& •1• tcu o:! !l"ee tcGnocto 
oMe r))rlse -.:.tcb ve tLr~ U gbth" to p:-toerve. D'Mne4 o r ba,lf .. ,med, ~~~'olt or e!!1c1ol'l.~ pr&d•.act1on, um bt diauc.ttr, "tt~ .u l:.!latd a."l.ll Ml!lht.rl.'JII.\tll 
'h .rdeA o! d.•ft.:l,.L e:rpeniH.!n, a.r f •.ced vub U·.e. 'Ylrt•J.al c.er~ala\7 of a po'"""·u coU allc., • ,., . l b. ... e d~oeM.t &!:e ... -orl4 of \l'.e ~:;qnlt1uot •~h of ., ~:-leu U o 14 k ve LCC~, 

fbtre er. l'ltrrnL\.hu ' o ID-'lo.tiel'! , I t111 ~ot ,_:»! nc \o toll you. 'b.~ \tltJ fllf'O tatJ, a U t. or ot:r• u blt, 1'hty at"t nut, ~llt)' era cU!t'lcuh Md: u.aplt-Jt Ut, ) 
lat cot BUrl7 r • ~ ltric,tH or a • UA)lt!:u.~Jn or • • 4Ms n.,ll• • • ' ho co:~tcquucu 
of U!l(lhtcked l~laHor., TIWtt ~lt .. tnaUYu to u.-ht u -4 -.tth co~. 'rl((lr, 
p-.atr-loth•. Wl .. tn.-~u•- c."' ~~ve all, t~ vlU to &e~- ~ ca:~. tdU ~· U:.••• altor»Uwu, Ad 1! '' c~,. t o 4h cl.'\lt-:.e ~•d"'• a:. w .ot • .ad! beuer ott U'.&A it t~~e allov co~h1<l:la t o t ore• I!~ bto ot:-.l.(!ht j.a;l:·ou. 

At II p~tu ~ve, anO ln ordn t o lipb.on ott tG!'!e of tht exeua porcMti"'C 
pover, ve • • • ntt.1on ~•t bt vtlltr:$ t~ IAVt M1 to c 11~ ""ttl H. t.IU'tt. Plta.U note tho!. I NJ' 1 \lillir-i• • l wl sh there Wilt TO c. aor. pl~a.I'UlC :.'Oad to ..._rt~1. W\ 
tbon h!'l. ' t , 1/o ut" • ieG4\r16 a ort tb:.A a till!oa t.o:la~• 11 o:>nt~ ro~ d.d'•••· Soor.:, 1 tN.It, vc. "-!:.:dl dw'Ht ":-hn f'l.P--". S.-e ta::~a:a:'l\t.~l port-14::1 of tll.lt ,_.,, 
fiocd of ctwl7 relc.u~d ;;:u-el-• • 1&& p"""r C"Ut t.• draW~: oft, or tt td.ll ~"'' tM 
dt.kea of w r KOII!IIlic •J .. t e.::. an! hatroy uo all. Al.re-&!7 the:. a.re alos-t t~\ "' baw~ too UJU' bot Mllu• hC'hln.& 'o b e t f>On\ "er the ••• ll..,l!le supp:.r rJ po'-. 

Ito ha.vt a\1101t. rt.echt!l. '~• t hg:t! 1n our <!.t~tenae etlon vhon U 11 UAjNit.riOttc 
to tu..r 11'1 u-cou o! ceed -- whttl:.or 'te c.all tt •proteeun b~ir.~ or 'ho.r<lnc-­they Man tbt .u~e t !:!q - or to ~ 1c. ~•e.e• .. ry co~tl tloa vt th Uw ..,. • .,... n~t. h h tt.o re.-poaalb llU7 or u a t7 dUtm \o deterwtco vbeU:er b.ls ..,_.1:.1 ~ ~. put~o4 - t?lt.etbtr be cu h~ a 4•h••• 'bo:'l! lnat_,, .ac.tc I ~"'-"111 tt·.a.t pl't'clwa tl~t. free cho!co, 

'l'uu, 11\flnt•. prl.orltlu, 1r1d credh control ~-r• 1a,or ta.nt.. but alMt tM'Y CftiUIO\ do t.h• vhob J;)b, locon'l\l,y, Ant! l.L:~d.tat.tlJ'. we C\&l\ t~.~:;Yt pr1ce cO!l~I'Ol ­
tffecU•t : rtu control, I aatd a llttlt wnth ..,;o t~t tanuton f.s rooced lA . ) 
IJ:O~d.ic, ~rt.lcula: tl:'.or~--cu a.rtdoc !roc defu1-e a.eri• 1!:1••• •Mrtatt• _. \he pr .. IIU~ ec prlee• Clda. t~7 bri=.c are tbt rorenm.;:;•;• o! ta.flat1Ce.. t'»t•• 
pr1e .. are t~Ulu-a U U:tN tb~~· u..,, t::.e!l tte rocbU.~.c. Qlral o! h .fl.at1oza 11 a ctr1.&1:~. COI&t041,\MZIC.t, 

- s -
t Price control 1• not • fles.ant tbl~. I t lt uapltarsnt t o take, aa4 I een 
.. •urt. It It • • eo aort QQpltt~ct to .t.lnt•t~r. Stlltrt are ueuallr dlapl.aaet, )Uft.rt aro aol4o• &pp1'tcla\he when Jlrle .. a r-e cOAtt'ollt4 Vo ,._...,.. coz. to tho po\at, 
~.,...,r, wttero the pro .. neUoo of tbt prlco q ,t.HI u .. lt rOC(I11T'n pr1c• co.ct.rol. :.. cr•'-~ri\7 of lNtl:.u &Cr.t ..t-.o an open.UAC aM.or tbt pdee c t l Uece .. ~ U•ht4 \:17 tbo O!flc. of Pr\,.e l.tll1c1et.rat1oc ar-e ~Utl.C. too t!:.e a 1 nnACO t.hat. 
t.be1r w.arlals coah • • """'ll ae their r.rlc .. are n)Je-c\ t-o eoD\rol. t"b.,. wbo l".A-wt (lYrD .art thaa reluct,Dt ae~uletceaet ~•t be protecttd troc tbe 4eao~llt1ftl 
effect• ot tho cblttltr wtA 1• r.ettinc r ich b7 4~t'YlGC tht ctlli~•· And th• con­
~rolt matt. be upa.cd.t4 0¥0!' • ~ vld.t!' area. than it aov poa =1 ble OD • , .. 1-
n~lv.otary be.s1a .. 

ft.e CcD.J:reu aov baa \.tore 1 t a ... ftl' t f or tbt oootrol of pr1cu dvloc \ ht 
"r81e OIMt&ClCT• h laoorpcrat"' tho ttA¢11~• of • IJI"rhz.ee - 01U' OYD Urirle 
tM lut 15 aonthe, &ol\ the e.J;perhDCt of ecU!\tr1u a.'b~d dur1tat; tho preteot -.r, 1 let~k upon U. u tho 1lh11N:1, th •btoo11\tt ah:r.i~, Vhtcb vtll prc.t'lde \II vttb • 
~~~tt ,..( eecuri :,y. Koro po-.ed'Ul oa~uu.ru at,v b• vht &~~.4 4ea1rablf'; •tiJ'thln& 
1.,,, 1 t e3r, will be fu.t.lle, I 81~ you, ~e bu•ln•••••n• to help lo \hl• tholee-­
to t '\1 to 10ur &oT~rD..'lotnt. t~t \M prla• •1st.n cut bt 4.1sc1pl1nt4. 

y,. e .. lll a eoau:"'l1 eo~ce1YN U.~r 1)011Q"• Ia =t U1tlao~ 01:1 tbl prlct coo­
u ol \lll, 1 bl.n .....t.4 T~Mt.ttdlT \ha~ ...,,.. :::nat \t kqt vl\.hla 'be'llOt.t 11 w are a·~ 1nf'latlc.rt. ht workers w\11 ao\ n ! CIIAIIOt t lt 1411 'b7 whUt tbt1r Urlfl(; ~·U -"0 <1Ut ot •11•1t.t . Ve •·:.,u•t ~.,., •ttb1Uut.ion o! lhtns cosh, l\ti!J th.h f'N.II t be 
the ,relu.cle to a\.a'b1Uu.t.tna ar 'loO.~etl ll\ a !dr te"f'el. 

tft Ma aes~e ot Jul.r JO, 1"' 1 , "'f'o~en 1.1a;: vrlct htihl•tlon, t.i'le 
"""'114•1\t ••14: 

•there vS.U al~• '\o z.eed. !or ~· MJu•t~o\t tro-~ tt.oe 
t tl Uoe to recUt)' taeO"Ut, 'bl• 11tw..ttou. :!~t ~\or •• • "!bob 
vtll fare but fro• • iabtlr ·otley v'h!.ch rf'eo.r;nt~:4t that VA,u h 
tho de!ena o 1n4uatr1•~ ehcul~ no\ nubatantlallf o~eetd the ~r•~•111n, 
"""'' rates in colllp'r!\'Jle corule!tnlt 1n4uetrlot vittrt talr l~~tbor pol­
lct .. ~·• ~ .. a Nln.t,J.ued. i.lnod¥ thro·~ t.he otterts of tbe 11 ... 
U oiiA' Dehoee Ke.!lk\ioa 3oar4 a:ot ~ 1\abUhatl"'n cor .Htetl, "'*'' naa~ art k il'.-1; ••ublh~lld ant a ~e o! ...., .. ttabU!\J' lt 
-..1.r,c bro~t to ;.A!"':.1~r l~•atr!CI". It h e~:P~"Cltd ':.~\ ..ad& the. • a.ct.hltloa vtU bt cot~.\ln~.: .-1. ~x\o"l41rl , a:L4 -.de tQcT'Mt1~l1 etfoc 

t.bor 1a not. a eom.:o4Hyo act! ..,_,0 !1x.1t~& 10 ~b1 nature of ~~ v~:• .. !: t:z.c:,~~e­
!h-tnc, cot. pri ce thinr.. lftco:D ... fi:dnR 1.1 • dr~Uo ,':'t,!!:·~W" ~oliC1 0~ va&e c~ri"'Ut l.a,Uce.tioo• t or lnuh••t •• well •• labor. 1 lT f'"o• ov.r coa.od-it7 •t•lllUta\lo~ h 10-.tu n.e lil!lic:h _.. .Muld 4udop ,.,._rate -
J f!e• 1\.0\llUza~! .. a., l!lt 1)\~er te!:lecratt.c ('(l'.l:JI\Th• ba,..e 4ou. 

1 ~t be a..-ar te4 uale•• there 1• I recopiu, •• I han .. 1.,. Ulflt lcflat. aa cu. t t.be t.ewelopet.nt of a ted n at-llh&t.lon Gf '-tt.Mt aa ..-ell a:~ othtr cot ta, an4 tha , f l•bo• •• well •• 
tabor !)Olley h a r ttp vh\ch 1.'0 !!rUt tot-e 1A tho ~ot•~:• 

0
/ lAbor • CIU'Ia.t:tftttl\ tacd 

capltt.\, h. aho\ll·~- eo-t:~An4 t.he b.,, t, taUnt ftn4 ~ ~~atlYI rtae." _ vb~ther free ~~er~:~!141nt - cow. AM I do oot care whe:-o t~e D to »•• H ccu aa • ,,.... t:hQ.lcof -~~-A\ or fl"oc 'allor - W.t l )';Mv lt h 'oeHtr tAAoe q frM people r.t.;r tllaa to let 1\ ~ 4ictatet! \-7 ctnNot-• • 

Regraded Unclassified



- i .. 

1 ~"' tbr• a.:-e :tMT ~.baTe criticiu4t.bt o=.luloa of~· fl'CIII t.~ » 
price co~~otrnl btU cov per:dll'l& tie!' or• Co:~rut. I 14 Uk• U 4Melop, at. a li~n .. 
v•ctv h:-.cUa, a-. o! ~be re.;.ao;a ~ v~• ve:-e tG1tt•4. A DOII6:ct. "CC : -.!! 
\b'\t we• 11d'"'4 h lecoce..fl.zt::c. It h lnUI tb..·t. lM UtAlhu~"< er~ttlH 
t.aTe eo11trollotl v2C"• 4lreetl.7, Nt!:v.;Da c~u. U: l4eae eou.:;~r1te, '>7 t!:..ll ._ 
.,.ooe7 a;.onr t4 to <'O:.tl"'l priee•. .b4 1: th• Ta.teln o~trl .. VWt C(Y-trolt 
.,.. a.u~o4;, ac4 r..c .. eftl'll.7 eo, b)' 41N'C" coctrol of t~ IIOTC•r.t o'! lee 
~r.& la4ul\rle• ad. ~tl~, co~t:-ol f1f l:.ol.tn ot work, eor.trol of t.trt.:, _ 
w:.4 :rartt UJa- firtq. ~i, t~e~ co::::t.:'Ol ot &Uosto "•rt J)UM of l-.ca::.~U!, . 
wHh • .~,., of tt.t O.n~o e! u ., eo:oel'ntrt~~.~!o= c:.::s» al•qa 1:l ttl '!tt.Qer-,.:t. 
fh ,M> f'.te ~• u:lcn::r7 c~o::• .,~ 41-.t'c;t. ~ coet.r,l, Jun u prhriUJ:e c.! 
J"AU0:11:1(• &1'41 t_U Qte• oa.tT7 dJc~U O.f H!'f'ct. pJ"ice CQnt.Nl . It v-a,ee ()! la.l:~:r 
,n t o be c~ntr~lld, c"Nl4 tho :attar •t: :P t~•M with.,ut ftleo rt(;\llUi::& tbt 
VII(U ttt rt~Nt,•c.::;.tont - t.te a'\lll.l'ho, th~ l:o:r.t•f",, anA )tber ~.Ar.t.er 1 cc:•t 
help vu4trh..:s: ~ •.• tt.~r ill t.h~•• vh crit1C'he th• onhtbn of 41reot. ~~ c·:;,-:Gl 
!r?Q tho prlet o"'r.t.rol 'bUl •~~~ ! W.l;v cvcf' of t.bt lcpl.S~U!'Ir.a ot <: teir Jl:"dtl-r:, 
'fhtt f rH lltSOUM•d Mr.t.ract., in ::t:1 j~ttnl. 1o 11.t ttw hto.r\ of • fro• e::.tt:~!'j.T!d 
I'C M~ tu:od ~bo d«nOCt'llt. iO ltt\te. t;'):te Clf t.h~J de~:.ocreoiOI C f t.b~t Br!Uih Z';lpi~. 
all !)( wt.te~ ~w• tnpo1~d dir .,et C'}ntrol on r prtoe~, hnt AI )'Ot 1l'ltr14uc.td. U r,.c:t 
c?ntr~l .,-cr p.rtor-1, hn• u )'et ir.t:o~tuced Clrtoo; C?rot.rH trtttr \f'!\;'0 h•eh, 111 
of ~~" )".av. 1't1Uht to 'lDNl'e W~~C>• &~tlbilhe.u.-n b)' nt l:.er t.Mt\.'11. ':'bdr 1!!~=-t• , 
I l'd.t'l.1t.1 t.t~\ .. :..t ~•n :'\ltJr••tM: •u.ee<"tJd'ul. !lut tl:.oy b•f' .. rn4 t~lr ;.urpor•, 
tht)" hav• pr"''' :"'••t coll"'Ctlve bv&Aidn;;: ud a ClrJOIW'I ot frtc!!la 1!:. !.tot •c·.:_~~e.q 
.,-,l,tt; ti'.e t.cTl'C r' ~ YV , ~r;.! .U tt~ IS:. ~be bY• DY"'U~ ':bt d.a~t O! the f•al 
w~·.-pT1,.• O'pir-"1. .U ncer.t.l,r u .n:lr , tl:.o 31'1:1at Oo-c-ntlt:e~t hiiUCi a lllpe.:-:.cr: 
Y-"-ht ~r "'C hie• $~~ilis61.Hot:. &cl Io.~trhl PoUq, thlt ata':t!J ) 

•she. U:e ~~~:-eak <If vg, Ue ahtl!.c J~iu •uluctat7 -.aM~ 
f or ~ ~~1·t1"'!:~o~ ~ ~ea.te! r..sw:.c .. ~. lDOC'NtMI 1~ ~ 
"' • ~· .,.,•:. r ... aa'l~'\ltle; ~ I!Q.\!:11orl e.1 ct 'he uc.t u ~ t!o• «aT-t~ 
4n7 ""J'liU.lO.\ ')( v:\c;-.1 t :! C'#ct!U ~- t.a. )M:a, ral:\41*; t,la, tr~ 
,! OJ."PPr\-ui '1 u ~c cl..al:s a::4. u bt.Ye t t.oc; ~ ae~:sat4 :... •~ld. 
lro4'1ut.r1&l Pf"~• , ., ~ ;ate:..l.:c4. 

•n• ~l1f"7 "t t!:.e Co•e.~-=-::;, t.!. , r t-!or•, it u ••.)14 .co4Jfler.U .. :.• 
of Ult !'1Mhhlf~T1 fer. v~• n8l:-:t1At.b:a A.Dl t.o o~Un'lr u luTt t.U Q.r l""Ct 
•olu.ntv)' "'r~hl\t.l ~e• &.::11. ~ t.rlbw.al e tr .. to r«W. tt'~tr 4ech1~u 
ln oocor~oe• vi~ their eati:att ~: t.t~ rolu•ant !~c\t. • 

o~.• of t.te bntlc :>AA.r~oe• r,r "'"o1!i::g CJ.r'!ct v&,~ttt coct.retl ll t.ht\t aw:t ~; 
\rol l~litt t.ht r ilht t~ ·~. tnil~i~Uftl ~r ir.div~~ual. ~r~p b)' s r oup, J~~ 
t.h• tno!Jou ot pertor;• cl\l'l be , T'"~h h tht! p;~ver , , r.il. t r OTI'Ir •v.'bJect. . d 
CO'Ill'n, IIIU'o1 p ')li ot u of r-ovorru:-.ent etteet bCQ:~oet, b\l.t. u Lot~ Cll t.hh ll 1~ 
br oadly And. i"•Mrall;o, vtt!l.~t. G-p:por~lt.)" !~:- pereot.ftl d11CT1Diut10tl, atli! Ill 
J•ot t~ t.ht 4t~"Or~t1o o~r.trola1 ~~rc ia 11t.t.l• ~er. 

) 

_,._ 
PM: U 67 -Profit eoet.rol, wb.lcb 1• • for. of lneo=e coctrol, 11, of c4Ur ... ••r.r alai­

l.A.r to "36• coG,rol , &All ;•rt~av• a Meua&J7 pre:-equhtt• to u:t Mrious could•~ 
t loe c! ......,-, co~tAl . la T1.-r of t.be clo•• ~d. 1\ h tm.for'\QA&tt tbat MA7 
~~ dale t.bat t!:M p rlct ccatrol ~111 4oet:a't. cc:~;trol ""'«"• l:ta. l abO\ald , ~eo 
a..rr.Jt tbt U tota coet.rol pNflu u4 MO!ll.Q't. 1 toUne the7 an vtOCIC • Mtb 
~:~u. ~• prtu cor.trol )111 1t ~t lo c~1. 41rectl.7 c~'roUtr.c va.re• and. 
t!:!! U!l :.e ricbt lA aot tlrcct17 ccet.l'0'11t.r.,c )t'QflU • 

Prtc• C;Q\tol een.•lol7 vt.U icilr.et~ atteet. bbUI p:rofhe ud 'O.C••· In a 
:IP d ra,r1411 rhtQC pr tete, t.bo el.nt.~callr dt.~t.H Mller, t.he to\hr 'buM 
~rd:AJ. em hh c rac Pe'Ye t-be "'ital t.ra4e panoe, "Wlll en bh loot, wbet.htr bt 
w }n'hor u c~pi\,'\1. tor IAl•. Pn~Te:t:UJO& tn!l.At.tcn =uat te .. ltabl7 aNon •Hat~ 
•t~;c ot t.hl e 1tlr.4. ,r ;r~tlt., But. 1\ '\lf;tt1 t. :ooan the e)ntrol of 'b• rl\t.O ot tbt 
;;~, Cl! pr~tn 1111!• 't7 lt.thH.•lel .. u.,.., \:-~~oat.c4 ca.ae tl)' c.a••- d•A "'T1 
t.!:lr.,. t.hlo.\ •=- hAn •rrao4 uo'.llC be IIFPlh4 t.c :b t:~c=e ot \ho .. d.epcnc1ont on 
vQ4e•. Price coillr~• un4•r t~o t ill vlll o•~~bll&h oondttlona appl lcfttllt ' O ol~ 
s~ll~r• of ~ cor\3Jt. et ~t,~rr. The prq!it.a ~t 1n~lv14~.1 .. 11era wlll bo . ... r­
: 1ntd b7 t.belr O"l'' ~ftlot~ncy ar.d 'bolr powc:- t.o a4.t\p t. tho.:1u01vu \ 0 ohtl.ncod 
C{lt.dhtono. 'l'bo J•rio~ con.~rol ecer.e.y l!'.l'>"' cht-r..ctt aMe ot tt .. ~h• Of t.h• camo : b1.1t. 
• t h not. coi nf: \ ) ht!..'\d. 0\lt. p••f!ct.oro:tnftC l:utbld'.l&l aeorea. \:e rrc_poao thAt. 
;p~rtuol' l•• Cor p r1!tt , en~ r~r Ttcater ~r l•o• p~lit., "W1ll--r«ftftlrn. th• tr.o•ctlfl 
t, ettlct•ao)', lortlilht. &1\d t r.ltht.b~ •T4n d\1!'1-o£ tl:.l• cnl\\. lf!ort t.o acMe•• 
I'JpNNC)" lo pn:-:t:lt lot., 

'l'a.ua M4 u•lJ-cS• · price e:rn.t.r:l . p rbntl.,a, c.reitt. e«~t.rol. Mel 1\ •~ 
la'c)r p:.Uc7, an Ul ~""P':t'\nt. , 'tln vc :nat. l't).G.Y t.clto r:t.h• r u~•· 

'¥'• a..t a c:•:l.n\IO"'UI po11q 1=. heii.::.( 4epreuioc. - aecu.-:\Wo.t~ nrplu 
'-~ct f-h \~A t'•rk•t• ~ tmat lletk C.~lla=.tl,T ""1'1 Of 'Nll..,~ IJ:I4r\"'f.'U "7 •• 
~:~ nl'ftiu : vo'n:t e• t.!» vorl"-. c! ~--P1.1c~rl7 ttJ.a t:.c1aphre, for 
nt"'U•• ~\wt1.-,la r.~ ! 'lcllHl•a t.ha\ &f'e e..~e. ~~ Mlq .ut. Y• •u. lo.:tc 
r.u.~lcl~•l7 «.\ ..cl~:;\ ~r 4.-pnnlc::;-~om ""trlc\1~ M4 ru!r.hte, vt'AU'o01!1r b 
l•'*ut.ey lr\or ... ,. r'ri~tul"ff, ,, Aaeer t-:.1:: ldct.ho: t~t7 "'"' •tlll JU1t.lflo4 la 
.; .. ee~:t.,;, 'llb.lch .. htoa ra:N tt'..e tnk ;.f J.~(oet:w- tbe Gt.Mat.. I cu \dl JU that. 
SP~ h 4eter»:.•4. ""* f'XIIL'\d~"l ""~ c.ud~ n~r bolp. ll'htle vt wu do .-ll of 
;hece tbl~s, 1•\ co clo•• b1 •trese~~ o~~ ttl~ 1~ P'r\teulftr. 

B Ia too lnt• t.e M'l'"'• >r-1:-h --t •.t~e.e ~'!P' t.h-:.1.1<1 e~.::o fll'l\ . Vt &U•:, 
:~OTe ahed on t~o.oh Jun u rt~,JiU.h· u '&'0 cnn. •ice ccn b• t.aaod - \l ta.a OM 
&stt&~. nno cf'..r. bo F1Mt4 Wl~ct l'rl. "l:rlt.)" -- tut. ln t.hlo e:H~rt~M)', U IH h to 
pr~c1oua Mil prlothll U.11t. \ t. cv.e.!lt. h !'rleo-cQ:.trolle4, 

Let. I I ellN 'CiiCI )'JT rlrM,f aa c.1G ot freo Cb.QiCI t-O kii-IP ~bolt.' UIUOI of 
! reed.oo, wl,icb h ltl\bUU;·, 
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TH£ WHIT£ HOUSE 

WASHINGTON 

SepteJaber 30, l94l 

TO: THE $ECIU:.'l'ARY 

FRO!(: MR . LIIBIN 

I an encloa1ng a photoeta~1c 

copy of The !conon1c Picture as of 

Septc::~ber 29. I t!Unk you :JJI!.Y f1n4 

thia or interest . 
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THE ECONOMIC PICTURE 
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1'l!l! ECO!'iOlQC PlC'IUR& 314. 
Sept..,ber ~, 191.1 

JW ::.ltl~SS ACTlVln coa.tinuet at about the aamo l•v•l a 1 in August, exc::ept 
tor coratinue4 acceleration in &I'IU.nent production, and aoaaonal expansion in 
tho tooo induotr l ... 

Stool output hu remained ft.irly steady at about 96 percent of capacity. 

Auto~ob1lj;!roduot1on , ateppin& up graduallJ, 1a about the aame as in 
19~ at th!. t , but about 18,000 cars a wool< below 1940 records. 

the r a i lroads have carried more fre ight t h ia ~~~r th.n at any ti=e 
•illco tho """"'er of 1929· In the f int } ,. .. ko or S.pte~:~ber they hauled about 
100, 000 ( 1} percent ) more cars per •••I< than 1n 1<)1,0. 

Loadi~a wi ll reach t heir autucn peak wlthln t ho next ~ weeka. Oceaai ona l 
ahor t a, e a or c a.r a he.•• been reported . Sc&rc iti' o t eoal ia t h reatened in tM 
&rea. wea t o f Lake Super ior. 

COS7 OF U Vl!iG 

LlVI ~G COSTS c ontinue to rioe rap i dly, fol low!~~ earl i er a d•anee• in whole­
olio llttrl<oto. In mi d- September they were 8~ percent higher than 1n August 19}9. 

Everyday purchase a, that pinch the ordinary man 1 1 pocketbook, eost eon-
lider•bly moro than 1.t the outbreak of war. The chart below shows percentage ' 
tnero .. u in pr icoo from Au~ot 19}9 to Au~uot 1?41 fer important toous, artl eleo 
of clothint, and houoefurnishinss• 

RISE I N THE COST OF LIVING, AUGUST 1939 TO AUGUST 1941 

FOOO 
PERG(frtT ., 2 

I 

2 -

'. l 
I 

0 

l 

0 

CLOTHING 
PEAG(NT 

OVER A U . S 18.0 

WOA.C SHIRTS I>. 

WOA.C. TROUSERS 112 

WORK SHOES 10 . 4 

SILK AND 
RAYON SLIPS 

10 .4 

PERCALE ••• OAESSES 

SHOES. 
WONENS' 

t.• 

SI LK HOSE I • 

H OUSEFURHISHINGS 
PERCENT 

LIV IHG AOOW 24 .• ) 
SUIT ES 

ttUGS '2:2. 7 

BEDROOM 14. 4 
SUIT ES 

SHEETS 12 .6 

WASHING 11 .0 WACHINES 

MATTRESSES a.1 

ELECTRIC 
AEFIU GERATOfiS -IO. l 

LINOLEUM - 0 .1 
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u will be 
~h· 20' • • 

• UU lLLlNG CO!ISTI<UCTlON ' 
"1t: a~ost a a much builning conttru.etlon in 1941 a a in the boom '- • ~ 

It will tot-1 &bout *1 bil l ion. 

t r. • uto building constr uction , ar;gr ocating ~ billion In 1941 . altho•15h tho 
hi£h•'' ' " a J oo•Je , will bo •3 billion le"• than thu avor•r;• for 1926-2,1. 

~l ie bl.lildi:ts~ totalinr; over ~; billion, aceounta l'or t.he current high 
1•••1· ATl but ' 5 blllion or t he $2l billion incroaoe over 1<)40 ls public 
"tr.Jildtnr . 'Lost of thl.s 1& for d.et'enae - - canton:nenta, inouat.rial plan~s, 
.e(tn•• houai.nr;, e.nd av i at ion rt.c ili t iea . 

Rosidontlol builoln.!l_ (nonfonn) II e atimotoa at $2.9 billion, about •};1. 
billion more th•n last yoar, but liOll bo1.>w the peak of the 20'•• 

J:il \tury and naval construction &.no inUustr ia.l builain'i m~e u;> over 2/3 of 
1~0 oddod building in 1941. JnJustriol bullt.~ing this your wi ll bo nl:oost •• 
&te•t •• tho total ror thu ontlro 6 yoaro 1 r o:n 19j} t o 1',1j8. 

t h 

to: 

' •• 

PRIVATE AN D PUBLIC BUILDI NG CONSTRUCT ION 

1933 19 34 1935 1936 1937 1938 1939 19 4 0 1941 

hOCSl!IG 

. 11 }&1"' 5 . Out 01 a tOtal Of 77 .000 unitS 
o de f ense l.ous iDG progr.m ltl lsuestinated that. l est th&n j) , OOO hav~t '"d for throur.h Au~u• t 191..1 , I t 
=~lo to<i. 
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GRAPHIC REPORTS Of T HE WEEK 

AUGUST 1939 62 
SAW[ W[[l( 194 0 93 
LAST ¥1'[[11( 97 
THIS WU IC 96 

S 0 N 0 
• - ,.,,..W:$ 

1941 

0~~1&~-.-~~~~ J fNAM JJASO N D 
AUGUST lilt 11 
SAM( WttK 1940 tl 
L AST W[[K 61 
THt$ W[(.l( lt 

316 

o.Q;:;~~~ 
JF MAM ,JJASO HD 

• 
\bol 
for 

AUGUST 1931 $ 17 
SAW[ WU:.C 194 0 813 
l AS T W[[K 91 4 
nos wtEtC toe 

DEPART MENT STORE SALES 
INO[X. -~----~_!19~3~~~·~3~9~•~10~0r---------, Joor 

HO 

zoo 

160 .. 

~O J F M A Ill J J A S 0 N 0 
AUGUST 1939 77 
SA ME W[[l( 1940 117 
LAST WEEK IZ2 
THIS WEEK 133 

week" re ten to the week ended September 20 tor Steel, t're1&ht Car IA&d1n&•, 
, Prieea , ana O.pe.rbent Stor• Sale•, a.nd to the week e nded Septeaber 27 
.ob1lu. 

• 
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Ill .. 

D, W, leU 

At a -•lac la ,.. ltfl" '"-F llr. lerle It llle l lato ~--· ...,..._, ,. 

tu , .. a\loa It a $1 ,000 ,000 1\a'UlhaUoa ..,.._, wl\11 l•laM .. lltoet ••V7 

to lo tin - at .. Uar • .......,. la .. ._ .. lh 1111 h•oo. 

Op ............ 1, 19'1. GHat ... , .. la ............ u.u ... , ... ,.... 
eo.. n.5l5 . 000 .u o. s . "'),000. '"- .., ....... 1 , u.. l•laM&• -..... ._,. 

.... ~ ... h ...._, •• .._ ... u&• t~.on .ooo o.~toe..u , .. ~rut• -· \ll&o 

•• o.ftU.aUo \o l•laM la -r Uo pv .. aoo la U.. UaUoA lhtoo. floo ... Ul • 

..... .. , ......... .., ...n at u.o •r .on.ooo .. ..,_ at u..tr laoloto- u .. , 

IH l ....... lh a'fallo~ .. 1laro, , .. ao lltoe .. _..... .. of lltoe '-rt-1"1001'\ -

ltoa, will. h ...... $ltoo,OOO. IIJ' craaUac a U ,OOO ,OOO 1\a\llhaUoa .... , ... , 

" l •~oat u .. .u •• 'M -•IOU7 for \Mt ... ,.,. \o uo tbo 'Mlo ... ot tiY 

t•••-t,..n - lou - •• aa11 - •• JtotUoll tor tbo u.on.ooo 

!Cr . lorle oh\o• \ltoe\ M \~t \ltoe\ tiY Ual\oA 5\atoo !lao • ..... 1 ollUpUu 

Mwri loolaM laa-.lo ao U "'' - la Jatat oo-tloa ot tiYt ... ,.,. . .. -

..Un a tiYt - .. ..,u.lac tltoet - ...U •• IMilp .... .._.,," \loot perltoe, o tiM 

I'W Wftlt .toll to laloo nn l•l.Uh lllo-.. ohrl1JI« l>oloa•• .... ••- .. uoro 

ap.laot •-· t110 •••-u ot .,&aloa ot tbo ,..., ,..,. oftlololo •• tllo aooUac '" ' 

o.ot tawor U.h ~oUloa. le lltoea pro-teA •• altai'Mh plea •Ill• a .. ohtoA at .... u··-...... J"U ... , ... tloll proA•h ,.... loola.M. -··tor whloll ... u .. 

Ml o la UolloA Uatoo •ollaro. floo n• pr-\o ...U t'Ma 'M ~-l.oooH to Onot 

i r l tala . floo .. llou roaol'"' lir lool- -..u 'M appU .. liJ U oplaot tho .. .., 

tao to \M lla\llhatloa IW aM .., -•• ta •-01 of \~!at •• wollld - · paU lir 

ho.la .... liM ... ,u. la ......... u,.uato "" .,u,..uoao to ·-· 

""' · 1er1o w• wt\11 • ..,,., ot Mftl'al --" wll.lu tillo o.,o.-.. , Lo..., 

otuq&ac ... at a -•lac wl\llla \ltoe aon low tqo Wo •Uor ri ll M 4lo ....... 

t~~rtbor. 

II' . lerle ,.utoA od tltoet- oltl<or lltoe l lah or hoooollf7 Depal'-ah . or 

\oUI, ,lo_.o tltoe atalllUootloa ., • ., ••• , wUII lltoe 11'1\lu, \llo o~aa\ at lltoe 

lcolaa4lo o.....-al'o ....,..,, w \bo lrlUu h ... appro-to}¥ .-oo,ooo ( tblo 

11<111'0 h 'Mlac......,.. lir Qe loolaMh Del-tioal at lltoelr £7,000,000 '~ 

•• loaee ta U 41ll .. \o \oat h•- la looaMil ~t M -·· .. la \M ..... t\ot 

the - lUoll wo.U ...... \o \llh ... , ..... 
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y m:P.\Jl'll,!!!l:'f or sv.~ 
Waehillf>ton 

!G reply roter to 
l:>l 611.59.\31/ 

September ~0, 1~41, 

!ht Secr etary of Stete pr esent a hia compll meAts to the 

Honorable the Seerotar,r or the !rearury And encloses for 

l>h i nfo,....tlo:> a c~ of a me::orudu: fNIO tho Ieelnndlc 

Oo•e~•nt Trade Delegation nov in Washincton &iYin& the 

o tat~s of Icelandic sterling holdlllf>l in Loodon, 

Enc1oourel 

Fro: Icelandic OoTen>aont 
Trade :.l egation, September 18, 
1941. 

Oop:rulm 1~1-41 

311j 

• 
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0 

' T 

II I II 0 a 4 I .0 t1 11. 

'!'» IcelaD41A: <kwei'!IMd !'M4.e .Delesat1oll l>&o tlw 

bollCr to illtora .. a.,.ru.ent ot State that Icelallcl.ic 

oter11Jic ho14.bp Ia J.on4oa about Jul7 1, 1941 vere 

I. 4,90)-057, lll1r1llc Jul7 .U ~t 1941 tlw Icolallcl.ic 

bazlke llftcht a total ot I. 1olf71.256• 

... lWI&tca 

Sept•'oer 18, 1,at.l 

: 

.. 

319 
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Treasury DepartmeM r 
Division or Monetary Research 

1t.. ,, / 1 
Date ........... : ... : .......... l9 ) 

3~0 

liB. WHITS 
Branch 2058 - Room 214~ 

\ 
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.... "1- .-..--~------ ,. tMt uutt:t.ull't or .,.n. _ ... 

I n reply r efer to 
RA 

l<ly dear Mr. Seoreta.ry: 

DEPARTMENT OF STATE 
WASHINGTON 

So""~.J .. t!J..::· , • .... ) ' .. ' l 

. 
" 

Reference is mQde t o oonverentiona between officers 

ot t he Department, the Tr easury, and the Board of 

Gove rnors or t h e Federal Reserve System Witt respect 

to tte request ot the Cuban Government tor e technical 

mission to assist i t in connection with m~netsry end 

banking quest i ons, a nd to your letter of September 25, 

1941 indioatine: that l~essrs . \olh1te, Eddy ~nd Spiegel 

ot the Treasury would be ava ilable for the purpo se. The 

Board of Governors has i ndicated thet Messr·e. ill'lter R. 

~erdner and George B. Veet will also t e avallstle for 

the miss i on. 

I an very glad to 1nfor!ll you t t at t he Cuben Governoent 

hae indicllted that this g ro up will b e ut16factory for 

oompl1ence w!th i ts request . Ther e sre enclosed tor 

transmission to J.lessrs. White, Eddy e nd Sp1e~el let t ers 

ot instruction r egarding the work or the t echnical mission. 

The Honorable 

Henry Morgenthau, Jr. , 

Secretary ot the Treasury. 

It 
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It will be noted that it 11 e~ected that they Will 

arr1n 1n Habena during tbe t1ret wek 1n October. 

Tbe Amer1oan Embaeey at Habana hae been instructed 

to render all appropriate aee1etance to the m1ee1on. 

I w1eh to take this opportunity t o expreae ~ 

peraonal appreo1at1on for tbe aaa1atence ot your Depart­

ment in malt1.ng pou1ble thll cooperation with the Cuban 

Government. 

Sincerely y 

ll:noloeuree: 

Tbree letter• ot 
1netruct1on. 

&tate: 

• 
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SEP 30 ~ 

The Honor ab l e , 

The Secreta ry of ~t~te . 

¥y dellr wr. Secretnry: 

In nccor dnnce wi t h your re~uest of 
Seot ember ?6 , 194 1, there pr r enclosed 
bnl nnce sheet s of t he comnnniee own~d by t he 
:3 t ondard Oi l Company of llP.w Jer sey whose 
ns eets a re in ~e~ ico , t opet her with an analysis 
of pr ooe rty accounts. 

1 am advised t hn.t the ex'l!ll l ntnr of f icer 
wne unab le to secur e ~trrPnt mnos of t he 
oroperty 1 n quest ion but t hl\ t e~ot• t of t he 
nroper ty is bel ieved t o be In t he Tn~o ico 
ar ea. 

i< •A: l.l'i• : ~ l.r 
3• t e.:.b• r • 1 .It 1 

Ver y Lruly your 0, 

Secretary o! t he Treasury 
Enclo&ed: Lh t of o"'nerEh1') 

BalBnce s'leet 
E~h1b1ts A and 3 . 

.8J )6-~· .;;,:,f, .) 'ut 

/?<--·~1 ·1 ~ ~ d( 

,/' 
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::l~\i • len. 6 NY I I • 
, ... ~- 2 ....... 

........ )0, l,S.l. 

I. IIIIU COCUM 
•I• oonuoss IOII?ll&lnl 
I OIOLIU, kall • 

.U OAIU 10 ~ CGrf 06 •llc:a ll.t.$ · - AI I?ICAI?.ID to TOV CAU ,. ,.. 

•'iiiiCAI AU .. fl *-OJ.IIW .HOP 0.UW U FJJII.I.I.f IU! II.I•I)Af U ftiU 

.Uf'UCI , .... au -IDlM ~· u roo .u u • cou. e c. ~ AU &!All 

FOU.O•UO t wo , .... , ... A7t Jd 0. ~~ 

AUftOIJflll. 

ll.CI DIIAI'IIN ftll ro-111 Ill UR UCIIYD I'OU U 10 10 111 f:l TOVI 

101ft 1111..-1, !II CULl (IIIOtut !II JIQI.Ut I UIOUifNJ or S~ Ill, 

Ull fOIII CUU1 or .-- IT, .U1l 5P 10 IJAIOI roa c.Aitllll ft.l PIAl 

UJU J IQMirtD. 110 QIIIQft 

~turn sea 
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DP.tod So]>te:>bu zo, 1941 

P.ee 'd.. 12: ~8 p. m., Oct 1st 

Secretary of State, 

llaohinston. 

1390, Th irtieth, (ssc·rra; OllE) 

S~ecial Economic China. 

Auguat recorded trade unadjuot ed ?alueo i n millions t..orts gold 

unite ••••n one point eight or deerePAe elxteen percent froc July, ex­

FOrte yuan two el~t three point four or t~creaae five percent over 

Ju~. UMciJ\I.S t ed ?&lues in l!lilliono iJI!'Orta froa non-;en bloc countries 

~old unita five se..-en point one fl•e. or 4ecreaae twont~ three point four 

rercent fro= J~v , oi which ! r ltlsh E=plre au~pl1ed forty four percent 

United St~tee and Fhillippineo nineteen J)Orcent French I ndochina eleven 

3radl ooven !l'hail.end six point four l(etherhnde India aix point three 

end Gormony throo poi nt five . Unadjuoted valueo in million• with estimated 

trancahl'OIIlenta August exports to non-yen block cou.ntries yuan tno four 

four point a1x , or increase ele..-en !JOint !our percent over July, of which 

3ritiab Z20ire took fo~ty two ?Qint oix percent United Statea and Fhill~ineo 

thirt~ t iTt :percent Nether lands India te n poi nt !ivt Jl"rcent French Inde>­

chlll4 ooven po int !ive e.nd Thailand t!!rte po int oeven. Aug-.uot recorded 

imports tro10 ~en block countries to occupied China includi OG Sh<Jlzbal ad­

Jutted Taluea in thouaanda totalled J&~n yen tour one nine ~~ht t hree , 

Or decrease eighteen percent from July , Of which IGVGnty five percent 

entered llorth Chine. ports , recorded ex,orh f roo occu1>lod China to yen 

bloc countriu in t housanda tote..led loel\l yen t"o two ei~t oix nine, 

LOCIQW!T 

• 

' 
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as PWll 

Sb• ncb'l Ti& R.B. 

Dated September 30, 1941 

Ree 1d 6105 p , 11,, October 1, 

Seer otar;y of state, 

1faehlnctoa.. 

1390, Sept•ber 30, (SSC!IOII no) 

or deoreaee hent,..four percent froa Jnl;y, of ohich for\3'"' 

elx percct fro. l!orth China porto and thlr t,..oix percent 

fro11 Shanghai, China J.U«Uot r ecorded trade wlth non- ;yen 

bloc ccuntrleo b;y coaotal soneo i n a4juated Yaluoo ln 

thoultt.llde of United Statu tl<>llarol i aaporto into llorth 

China three one naught one into Sha114hai one oeYen one 

lline oi l!:)>t into other oecupled porto in central and Sout h 

China two ,.,.,. !in lnto Cblneoe controlled areao onm 

ei&bt lline oix totalll114 two eicht tour oeYen na"6ht repreoent.­

iDC decreaoe thirty point •lcht percent t roll Jnl;y: e"*"'rto 

fro. llorth China two t110 na\~Cht tour t roll Shengbot elenn 

DallCht oeYen nau&J>t frOJ> other occgpled porto t our !lYe froe 

Chin••• controlled areao ni ne elcht elgbt nAught totallinc 

two three one lline nine repruent1nc 1Doreneo four percent 

oYor Jnl;y, Hi chll ghta Chlna Auguet recorded t radOI firotly, 

i:porto into Chineoe controlled aroo.o ouotalned ah&rp docreaoe 

froJ> Jul;;, ooco!IU7, uporte t o ;yon bloc co=trieo re&hterod 

further d.ecreaaee c!u.e to cont.iaued errt:rar.ce 'rra::.~Siberi&D. 
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lla11-., att""UIIC traneohi-h t o CleJ'MII1 'fia J:_,.tuDc 

Leaee4 hrrltor;v, thl.rdl7, I>~PGrh troa Ohl••• oontrolled 

........ lhowed ell&:bt 111pt'OY-IIt OYV J\117 but 1Ull JllCb 

below Jww, .A.u.,"Uat lh1poD~~~.h oo~~ehUac aillll ol tlA, 

ftltru, ant1aon;v and t\1111: oll. 

llO'OIUI COIA!mC. .IJI1) DEl salT, 

329 

Set to Depa.-taent, repo&ted t o Ollllac:lr:1111: u4 BoiiC r.oJIC. 

(lliD OJ' IIISSllli, ) 

Gl 
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hpt•'bor 30, II p.-. 

CIIIU 

~~a~o~.,. Tia Polpiac A 1 , 11. 

Dltod S.pt .. 'bor 30, 1941 

.a.o•a. 1011!5 a,-., Oct, 34. 

lt!ooU n septaber 23 alaoot all lluclmla>o 

epeoltio laport ratoe of dut;y wro croaU;y 111Cl'l6oe4, 

Oo'-Pl•t• report followe b;y •11, Sell\ to Deport~~~ent 

Tia Pe1p1Dt;, Pelplug pleaoo ropoat to •bengbal , 

Nail to !ok;yo, ll&rbln, Dllren, 

:u 

330 
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TREASURY DEPARTMENT 

INTE R.OFFICE COMMUN ICATION 

To Secre?~T -~.(~rgent ha:u 
~ 0 CONFIDENTIAL • •o" .lr . Di etrich 

:.er;iat.,re~ tte rl1116 transactions o!' t he rt.,:>:-tillG b_.n:u wer@ ttl follows : 

3old t o co:Lerc1al conet r na 
Purc~aeC fro~ cc:=er clel concern• 

.. 1 : h:Jw:. t t..e 'ban,',;. a r e,ort.el t t., t sP.lea to co:::.•err lel C'!ncerna r-:tou:nr:t.' t.l) 

;.175, :GC, ,:e un~eratrnt U:at -..123, COG of t~ia \a be lnto uae~ ~or chrritY 
~'!!Motes . 

pen ='rAft eterltng r~eined Pt h . r '-t/2. 7ht on,· ·e~rtee tr~ ~r•ction 
c~nsiate~ nt ~? . 000 ao!d t o a eo~erciel concern . 

~l".e Ar •en tine f r ee pe,o , t>fter holr'tnr rt . 2]~3 :1" ' t o! U:e "'p··, t! ecUr:et 
l!'te 1n t l':.e r!tt rno~n to re€ci'- a ne-v l ov of . ?~~· ~ et •"lfl clO!e . 

... n"'te atrenr.th W'PA eY..1.1bi ted in t he VPnezut~\.rtn bolivtr Pn1 ··!'\:,.,ltwpn r!'A,.. 

E'~O cnl)tt~.tiont . The f or mer Pt!v!'ncet' to ~ :?700 , r.a f' ·pins t. . ~~:-;:; ~re~ter~Py , 

· iiile t ne ·;.-,~;·en -,e so clcsf'd et . b.l2~;, 111. ,.rrctnt:t .ULoo. 

!t'l : ev 'ior.t.. , cloa1n,c c:t=-ots ti.ons for the f~rtil-"1\ currfo'nc lE'! l i tt!fl bell')~· 

.. ·t:r fli 113 followa : 

Cp..n,cUen ~?l l"r 
~r, z111rn ~ilre1 , (frte) 
=:.,to~oirn ~10 

• e! 1e•..n .JES'> 

C.,,;c,.c. esc 

ll- l/" ' '!•count 
. "'~:o-.. 

·"1" 
. ~7"" 

•/l e ' t heount 

e Yt:-e .. e •~d .,.1 ,1 .!5 . 1)00 !o -ol: :Oro~ ~:.,. f't-~r.<"' ·cco· .. att ,r t?.e ;,.n · 

1! .. e icc . 

•• .J ~ew 0 ,.,lt.. tCot-C:Gt> .. i ente v<-re r e,.,ortec.' • 

In Lo:v"on, a-ot end !'or "'£1r C. ~ilve-r Wfrf' \~o.:tc'.rr.t'~'~ P t 2";.- l/2<" ~tnr 2"- 7/l'!f 
rfenecti\•oly . Tr8 u.s. eo.\- iVn.l ents 'f.'ere u2 . ~7! "'n<' 1.12 . ~= ... 

?:.e .:ru 1urv• , "IU re:.rse " ric e f o r f?rei&n tUv· r V"'C une~-t:'lrt.: f't 3"~ · 
r:~~J .. nd ;."'r -.. rni 1 settle er_t .... rice !or fort 11m eilvo r ~·":1 1'111-l u:..cr.~nl·ed tt 

:''-3/h¢. 
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'Je p11rchaaed 250, 000 ouncea ot •Uver fr0n1 the Bank of C~'lade . 'l'bh 
raheo the tot~l a:nount of eilver bought !r""' that ooarce daring SeJ>h mber 
to 450, 000 ouncee, ao against 88"•ed mont hly limit of 1 , 200 , 000 0\lncee. A 
Bank of Canada att i c1al adviaed the Federal Reoerve !&nk of Nov York today 
that, during September, t he Cenadien lHnt had pu.rcl·.-aed about 500, 000 ouncea 
f rom one of Ctnada1a ellver producers. probebly tor coin~£• uae; this 
probnbly expla1nt the r eduction in Cenad1an oalet to ue . 

Dur ing the month of Septnber, oar pu.rchnoet of oUTer \lnder t he Silnr 
Purcr.aae .&.ct uounted to l , S05,000 0\Ulcea, rt..,reaent1ftt( the eJ~lle&t s=ount 
of ailver t hat we have bought in any one 20nth o1nce Se~tember. 1930. 'l'he 
eourcea of thla =onth'a nurchaaes vere aa tollove: 

!z'ne of Silv~r 

Uev Production 
1. rroa ver1oua countr1eo ••••••••••• 1 . 355.~ 
2. From Cpn~.d8 under 88"•nent...... ~50 , 000 

Total ... ........ . . ..... .. ... 1 ,805 , 000 

C 0 N F I DENT I A'-

AJ 

.. 
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REST!! IC'!'ED 

G-2/2657-220,· llo. ~• " I D ~ D 11 00 """ .... . , ·• · . : A.l.!., Septad>er JO, 1941 

Sl'MJATION REPORT 

I. Eastern Front. 

Ground : 
entire fr~ 

The Russians roport continued fighting alon~ the 

The Germans, while r8frOUping their force• east or 
Kiev, clair.l to have captured the town or ~k, on the Ist.hals ~r 
Perekop. 

Russian presoure hao cauoed the Gel"lllallS to give 
grow><! in the area west of Bryansk. 

There io no change at Leninvad and Odessa . 

II. Ylestern Theater. 

Air: The heavy R.A. F. offensive which commenced ~n the 28th 
wao reported to have continued yesterday resulting in "terrific dam­
age", particularly at Genoa, Italy, and St . Kazaire, France. The 
Rhineland, the French coast, and nine cities in Italy were said to 
have been attacked. Avoidance of Rom& in attacks on I taly might not 
continue in the future if it is f ound to be of military value, 

German planes attacked the Scottish east coast and ob­
jectives in southern England laot ni£ht. Primo !linister Churchill 
a&id today that Germny hao a serioua shor tap of aviation but 1o 
otill otronf enough to take the offensive against England, Spain and 
Africa, provided only a detenoive stand was oade in Russia. 

III . J.tlddle Eastern Theater. 

Air : Damage to the Neloon wna admitted by the A<L'>iralt;r in 
yesterday-.s-convoy attack but it was atated to be the only d~ 1n­
nicted. 
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