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TO 

1. 
TREASURY DEPARTMENT 

l NTitlt.OP'I"'CIE COIOoiUNICATION 

DATK November 6 , 1941. 

Secretary l&orgentheu 

¥1'· Schwarz ~ 

Upon the appearance or the first tex stories 

from the Hill lete yester day atternoon, you told me 

that the Treasury had recoCIIIended no figures at ~h.e 

informal meeting or members or the Ways end Committee. 

You said that you had gone t o the Rill at the 

i nvitation or Chairman Daughton to tind out it a 

new tax bill to be ettective January 1 , 1942 , would 

be oonsidered and passed if such a proposal were 

made. You said you had asked tor assurances from 

Democr atic end Republica leaders and that by 5:)0 p. m. 

had received no answer. 

I gave thet information to the Associated 

Preas , United Press , International News Service , 

the New Yor k Times , the New York Har ald Tribune , 

the \/ell Street Journal , the New York Journal of 

Commerce , PM and the Chio ego Tribuna News Service. 

• 

' 
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Novecber 6, 1941 
10:10 a .m. 

2 

RE SOCIAL SECURITY- C01!PULSORY SAVINGS 

Present: 

II.!!.Jr: 

Mr . Sullivan 
Mrs . Klotz 
Mr . Barnard 
!Jr. Blough 

I explained in detail what had happened 
yesterday to the President and what t he program 
was today and then he took the material v1hicb 
I ~ave him and read the tables first a.nd be 
sa1d, "This is fine. " And then be read the 
whole statement, He liked it very much. 

He asked, "Uow does this affect the people 
in the higher brackets,• and I let him have 
that table and that seemed to satisfy him, 
Also, I explained to him about the doctors 
and the lan-Jers . He ~~s interested in that. 
I said, "\'iell, now, look, l.ir . President, 
there are two things the Committee r.ants to 
knor.. They want to know if they go ahead 
with this, will you withhold your Social 
Security message until later on?" 

He said, "" .• ell, that is a fair questi on . • 
He said, "If they &o ahead with this, you can 
tell them I will not send up a message on 
Social Securi t y until about Christmas, or 
to have it on t heir desks on the fir st of 
the year rather than to include it i n my 
annual message . I will send it up ahead of that.• 
I said, ·~·iell, whet will happen if they turn 
me down?" He said, "\'Jell, l f they turn you 
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Sullivan: 

.j . 

.. ·- 3 

- 2 -

down I will Wl'ite Doughten a letter on this 
askinf for it . " So I said, "Well, can I t ell 
that o Doughten?" He said yes, so I said, 
"'iba t I am going to do is t I would like to get 
word to him before ten-thlr ty t hat you Ttant 
this and that if you don ' t ~et it you are going 
to ~Tite a letter and that 1f they do go ahead, 
that you will withhold your Social Security 
message until between Christmas and tievt Year ' s . " 
So he said, "'.i'ell, I am not going to hold that 
they have actually got to pass it, but I will 
insist at least that they begin hearings at 
once and report the bill out so that it can be 
passed." So if you we.n t to do a little trading -
I want to tell you people everything . Do you 
see what I mean? 

In other v1ords , I have got t he complete backing 
of the President . Now you (Sullivan) have 
lived ~th this Committee and this was my 
horseback opinion, and you argue Ytith me on i t . 
If I go up and see Doughten now, and Jere 
Cooner, they will knoYI it. I have got to get 
this message to them. Nofl, my thought was to 
call up ·,.alter George and say, ''';alter, this 
is what bas happened. !lo1;, woul d you think 
well if I came to your room and you have Dou~ton 
cowe over t o your office, see, because I don t 
want to seem to be forcing things b.tt on the 
otl:.er band, you seec to be agreeable," and I don't 
think unless I get this messa~e t o Doughton he 
will do anythin£ and then if 1 t pops on him 
afterward he would say, "\iell, wby didn't you 
tell me that is the way the President feels?" 

Vlhy don • t you phon e him r ight away? The 
time is getting rather short. I am not arguing 
with you because that is a very good way of 
handling it . In other words, you are reporting 
to both George and Dought en and you are meeting 
flith George in his office because you v.-ent up 
to Dought en's yesterday. I think that is very good. 
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B.lrl. Jr: 

Barnard: 

Blough: 

Klotz: 

H.ll. Jr: 

Sullivan: 

H.1!. Jr: 

Sullivan: 

Barnard: 

Sullivan: 

Klotz: 

H.ll.Jr: 

·' 

- 3 -

Vlhat do 1ou think? 

I think that h right . 

I think so , 

Yea, 

.. . 

Because i! I go thereL eveey newspaper liUIIl 
will know it . Well, I didn't know how the 
President would take it, you see, but he 
couldn't beve been nicer, and to have this 
all in the papers and everything - but I 
mean, he coi.J.ldn' t have been nicer than he 
was this moming. 

This material that we are sending ~p, should 
we stamp that "confidential"? 

Yes, just to be humorous, 

That is what I meant. Everybody in the world 
has been --

That gives me a chance to blow off. 

All the newspaper fellows are on mf neck. Did 
that tell the Whole etoey? Was it an adequate 
account? '!'hie will be stamped "confidential" . 

lou learned all this before end still you do.n 1 t 
accept it. 

The man who taught me m, first lesson was 
Senator Couzens . He was a great fellow. ~en­
ever they went into executive session he would 
say, "Gentlemen, I wish to be excused. I will 
not take part in any executive session. In the 
first place, no one ever keeps a secret, and 
in the second ilace, the people of the United 
States are ent tlll d to know what is going on in 
the c<mmittee. " So he would get up and walk out. 

Regraded Unclassified



tr~otz: 

11. 11. Jr: 

- 4 -

He is the only f ellow I ever saw do that. 

To trr to keep such things a secret at this 
t ime 1s silly. 

The President was very much amused by that. 
He had a grand laugh. 

(The Secretary held a telephone conversation 
with Senator Walter George, as follows): 

5 

. 
• 

' 
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'WJr: 

O;>er ator: 

fi~: Jr: 

S en~< to r 
veorge : 

·l,Jr: 

G: 

-1·.Jr: 

G: 

fi!-!Jr : 

G: 

G: 

!iello . 

Sena tor Georg e . 

'{ello . 

Hello . 

•.alte r ... . . 

Yes , :Oenr y . 

November 6, 19~1 
10 :1'1 a. m. 

. ... . I ' d l i ke to ge t R li ttle frie~dly advice 
from you . Are you so th~< t ;1ou can tsl.t? 

Yes , sir. 

:.ow, it will t a ke m~ 11 minu t e o r t wo , i f you 
don 't mind . 

No , t ha t ' s All r i Ght . 

:leeter 6.ay Doughten invited 'lie t o oor:\e u p there 
to e mee ting o f the '/aye and .• e11nP Committee 
1n exaoutlv~ session. The/ or a c t ically - •·e l l , 
they nad eve r yoody 1n to• n ther e . 

Yes , I was a fra i d he wo•1ld ho ve a good !!IS.ny 
peo :Jll' t!ler e . 

3\lt you know 3ob; •·hen he wants to do eo:net hlng, 
h~ ~ant£ it - I can' t arsue wi th nim, and I 
didn't argue with him. 

Yee • 

. :ell , I wen t U? t here; and , o f cou r se, I hAdn 't 
l ef t the r o om n ve mi n u t es bef o r e - a lthnugh I 
r~?ea ted thr ee times t hat I was s i mpl y comi ng 
u-, to say, "':lould t hey r ece i ve :ne? " , t ha t I 
w~en ' t t here o f f1 o1 Al ly a nd ws en't makin~ a ny 
~ro~oeale , they cO ahead and ~ive it OUt as 
t houg h I' d ~ede def inite ' r o-,o8als . 

6 

' 
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G: 

HMJr: 

G: 

f!lolJr : 

G: 

!w.Jr: 

Cl: 

- 2 -

I eaw t hat in the mor ning's PAPer. 

Yeah. Now, I told the newspaper men last 
night attar I'd heard about it that I was 
eimnly up there asking, •would t hey recei•e 
me on a tax bill?" Well, that- eo the t at'a 
i n t he ti re. llow, know t he whole atory. I 
went to aee the ?resident t h1a morning and 
told hi m what'• happened. It' a the tirat time 
be heard it. Atter all , he was entitled to an 
explanation. And the Pres i dent likes t he 
program. And I told him what you said, and 
talking tor youreelt , that you telt that with­
holding tax plus the advancing ot the date by 
one year you thought was all right. 

Yes. 

7 

Now, the President eaid - I said, "Now what 
will happen 1t Dougbton turns me down, vh1oh 
I t hink ha will?" So the Preaident said, •Well , " 
be eaid, "Henry, I think I'll have to write him 
a letter. • So I said , "'i ell, I t hink that I 
ough t to get that to h i m before he starts. ' 
Hello. 

Yea, I'm l istening. 

And - because I said, "At least he knows where 
you 're at.• Nov the Preaident aaid it they 
raised the questi on, "It they will star t hearings 
on thie right away, I will not send up a message 
on Social Security until some time between 
Christmas and New Year s . I ' ll keen that - I 
would hold my message,• you see. 

Yea. 

But he said , "I would like very much it they 
would atar t lt. • Now, I' d l ike to otter this 
aa a sugges t ion and t hen you t ell me it i t'e 
worth a damn. I want to get this to Doughten; 
but lt I go uo to see Daughton, I ' ll be seen by 
a l o t ot oeople and it'll be looking ae though 
I wee outtlng pressure on b1m. Now, how would 
1 t be it I called on you to make a report nov? 
And t hen you send tor Dougbton to come over to 

• 
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yoUJ" •t1oe. 

x ... Vall, he vroaiaed to ... 11t1 •• 1101'R111g, 
but I tl11nlt he a haYing another .. ,llW or h1a 
coaaittee tl11a morning. 

At ten-t111rty. 

Yea. 

But I - 1n ta1rnese to Dousnton , I want to get 
tllia meaeage to 111m ao that 1t doean't come to 
111m like the last letter 41~ wl11ch upset 111• 
ao, you ltnow. 

Vall, euppoee I get in touch with 111m and tell 
h1Ja that I understand tllat thia will be done. 
h that all right? 

I think it would be better it I came to your 
ott1ce, because Doughten will want to ask ae. 

Vell, I'll be glad to oall hi m, 
once and aek him it he ' ll come. 
will. Be may not baYe the time 
though, you see. 

Henry, right at 
I'm sure he 

before hie meeting 

Well, I - knowing how this last letter upset 
him, I don't want the thing to hapnen again. 

No. And ot course , it the Vaye and Meane doesn't 
want to undertake anytlling, you oan't - you 
really can't make thea. 

No, but at leaet then he ltnowa that U' they turn 
the Treaeury down, the President ia going to 
write them a letter . 

Well , I'll call him right et once. 

And should I come up to your ott1cat 

Yea, I'~ be very glad to haTe you come. 

Well, I tl11nk I'll etart right away Juet on the 
chance that be '• going to coma. 
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I think h~'ll oome. 

uon 't - is that agreeable? 

Yee, quite agreeable. 

I ' m ~ver eo muoh obliged. 

All right. 

Thank e. 

9 

. 
• 
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Well, I thin.k that it rou will get rour hats 
and coats we will go on up and I will call 
ott my preee conference, I will postpone it. 
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Well, I think that if ;you will fet ;your hats 
and coats we will go on up and will call 
off my press conference , I will postpone lt. 

. 
• 
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To: 

From: 

SubJect: 

MEMORANDUM 

The Secretary 

Mr. Blough 

November 13, 19~1 

Conference with Senator George and Chairman 
Doughten, 10:30 a , m,, November 6. 19~1 . 

The Sacretar1 eaw Hr. Sullivan, Mr. Barnard , and 
Mr. Blough at 9 a , m. in his office, Thursday, November 6. 
He said he was going t o eee tne President at 9:30 and 
tel l him about t he matter, Tne Secretary seemed some­
what disturbed about the publicity but wee not surprised 
at it since it had been necessary to appear before the 
Ways and Means C~omittee . He took to hie conference 
with t he President the memorandum on t he proposed tax 
pr ogram, dated November 5, together with a copy or the 
cost of living index chart and tables showing the tax 
burdens or the suggeated withholding tax. 

The same group met at the request or the Secretary 
about 10 a .~ . He aaid he had been t o aee the President 
Dnd that the President liked the program and had read 
the whole memorandum, The President said t hat he wanted 
it, The Secretary reported that he had aaked the 
President whether he would be will ing t o withhold the 
social security measage while the tax bill was under 
consideration ae t his had been one or tne reouests or 
the Weys and Means Committee . The President said he 
would withhold i t until the week between Chriatmas and 
New Years but that he vented it on the congressmen's 
desks when they came back end before sending his budget 
message . The Secretary asked him what he would do 1r 

11 

t he Committee r efused to consider the legislation at this 
time , The President said 1n tnat case he would be obliged 
to write ChairMen Doughten a letter urging such consider­
at i on. The Secretary asked whether he could mention th1e 
fact to Chairman Doughten and the President aa1d that 
he could, 

' 
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!be Secretary then called Senator George , He 
mentioned the convereation or the President and asked 

12 

it he oould ooae down and talk to Senator George and 
Chairman Doughten in Senator George's office, !be 
Senator agreed to aek Chairman Doughten to come to 
hie ott1ce , !be Secretary, Kr. Sullivan, Kr. Barnard, 
and Kr , Blough thereupon vent to Senator George's office 
and were Joined by Chairman Doughton, 

The Secretary then mentioned the vay in vhicn the 
whole matter had come up; hov he had explored the 
matter with Senator George and Chairman Doughten the 
previous day and how Chairman Doughten had felt that 
the Secretary should present the ease story to the 
Ways and Means Committee; that the Secretary had told 
them that he had not talked over tne matter vitn the 
President and accordingly it v~e in very tentative 
and preliminary stage, and that he vas merely inquir-
ing whether the Cou1ttee would be willing to hear him 
and consider tax legislation at thie time , In other 
verde , whether it would be advieable to preeent recoa­
m~ndations to t ne Congress, The Secretary vent on to 
say that since the story had been in the papers, the 
tat vas in the fire and the Treaeury vas placed in a 
very embarrassing position in caee the Committee should 
decide not to hear the Treasury, He eaid he had been 
to eee the President; that the President liked t he 
suggeatlone be had proposed and wanted thea, Be then 
said that the Preaident had agreed not to und down the 
social security meesage until the latter part of December, 
between Christmas and New Yeare, it tne Committee would 
take tne tax legielation up now. He said he wanted the 
Chairman to know that the President had said he would 
be obliged to write Doughten a letter seking tor con­sideration if the Committee ehould decide to turn down 
the Secretary's suggeetion at thie time , 

Chairman Doughten seemed considerably irritated 
by these remarks , He aaid that the President or the 
United States, or course , would do what he pleaaed 
here ae in everything else and that be (Chairman Doughten) 
would do hie beet to get the Preaident what he wanted, 
but be vae sure that the President's writing a letter 
or not writing a letter would have no bearing on hie 
ovn position and he vas sura would not have any effect 
on the decision of the Ways and Means Committee, He 
said he thought that it vas placing him in an unfair 
light to bring up the matter or publicity eince h.e 
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could not give any answer to the Seoretary without consulting membera or t he Committee end thet when 
t he Committee was consulted the matter was bound to become public. He laid he did not want to embarreaa the Secretary or put hlm in an unfair light. 

Be eaid that it would be much better to close 
loopholes before increasing tax rates. If t here were important loopholes they ought t o be taken care or at once . He sa i d he t hought t nis wee tne purpose or t he admin18trat1ve bill and t nat the Treasury wee ready t o start tnis bill and had been working With the Joint Committee starr . He suggested that a desirable pro­cedure would be to consider tne adm1n18trat1ve b1ll and set it out of the way, then have t ne Economy Coaunittea make i ta r eport next and get some real economy, and then the tax bill could be taken up and put tnrough with much lese opposition and t he government would gat its revenue. (Mr. Blough does not remember whether he put the social security revision before or after the main tax bill.) 

1.3 

At this point Secretary Morgenthau asked Mr. Blough to cell Mrs. Klotz to cancel the prase conference for the morning. When Mr. Blough lett t he room }!r. Sullivan wee expl aining why the admini strative tax bill would take a long ti~e and not the snort time wn1ch Chairman Dought on aeemed to assume i t would . When Mr. Blough returned, Chairman Doughton had apparently dropped the point . 

The Chairman aeemed t o tnink t na t tne withholding t ax would meet wi th a great deal or opposition. He said all the Republ1ce,ne were going to be ageinst it a nd t nat some of the Democrats would oppose it. He said he tnougbt it would take a l ong time i n hearings 
before the Committee . Senator George aaid t nat several members or t he Senate Finance Committee were opposed 
to the withholding t a x; that Senator Vandenberg had no part1culnr obJection t o the withholding tax but was strongly opposed to an increase i n social security 
taxes~ t hat Senator LaFollette mi ght no t obJect to social security taxes but he had indicated hie strong opposition to a wi thholding tax; tnat he had not talked to Senator Taft. He expected , however, that the 

' 
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Republicans would be pretty atrongl7 against the pro­
gram and he was not eure or eo•e of the Democrats. 
He tel t the program would run into eome oppoa1 t1on 
ror t hia reason and that it aight take ao8e time to 
get through the Committee. 

Chairman Doughten asked whether thU tax bill 
meant tnat tne price control bill wae being given up. 
He said it seemed to him that the price oontrol bill 
ought to be paeeed and that that voul d take care or 

1<1 

the situation. Secretarr Morgenthau assured him tnat 
all hie cards vere on the table and tnat hie recomaen­
dation or a tax bill in no senee isplied tnat the price 
control bill vae being given up. He ea1d that in 
arriving at a figure for a tax bill, it had been 
aeeumed tnat a strong price control bill would be 
passed. The price bill vas not enough - t he tax bill 
vae neoeesary aleo. The Chairman reiterated hie belief 
that the way to control pricee vas through the price 
bill and tnat ne did not understand vny the tax bill 
wae neceaeary for tnat purpose . 

Chairman Doughten referred to the desire or Con­
gress to go home. Re said there vas leas done normally 
during December than in the summertime even, and that 
they teemed vary reetleae. Be eaid tnat so far as he 
vas concerned he would be glad to keep on working if 
it would do anr good. 

The Secretary said that he had given suggestions 
tor ways or raising money but that Congreea might find 
a better vay4 He auggested that if tnere waa some 
question about the apecitic tax proposals •ade it 
•ight be posaible t o do aa vaa done vi t.h the last tax 
bill , namely to agree to ra1ae X billion dollars v i th­
out reaching an agreement on tne ways in whiCh the 
money vas to be r a i sed. Senator George spoke favorably 
ot tnis idea but then passed on to another point and 
it did not come up again. 

The •eating broke up about 11:20. It waa agreed 
thU nothing anould be eaid t o anybody about the 
Secretary'& v1ait and tnat Chairaan Doughten could 

• 

' 
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explain poetponing hie •eating by eaying it vae 
•ore oon•enient to haTe it in tne afternoon and 
that he wanted to talk vitn Senator George about 
tbe reaction that the latter had round a•ong bia 
eenatore. 

When the Treasury group lett Senator George's 
ottioe, Secretary Morgentnau vent alone to talk 
vitb Speaker Rayburn. 

, 

1.5 
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November 6, 1941 
12:00 m. 

RE SOCIAL SECURITY - COMPULSORY SAVINGS 

Present: 

Jl . l!.Jr: 

Sullivan: 

H.U,Jr: 

!.!r. Blough 
llr. Barnard 
Ur. Sullivan 
Jlrs. Klotz 

I had a great success. 

Good. 

I saw the Speaker, and I got there just in 
the nick of time . I told him my story, and 
he said, "Well, you know, Henry, we kind of 
want to get home." I said, "Yes." Then I 
told him about the President being willing 
to hold up the Social Security message until 
tlew Year's . Well, that rung the bell. He 
said, •we are all scared to death of that, 
that the President is just going to mess 
everything up." He said, "He told you he 
woula do that?" I said, "Yes, he told me." 
He said, "I will tell you what I think we 
can do.• He said, "You don' t care about 
the administrative bill?" I said, "I don't . " 
He said, ~e will start hearings at once on 
what you want, and I promise you I will make 
it the first order of business on January 3 
when we open." He said, "Get it reported 
out, start your hearings, and we will pass it 
on January 3. " 

Of course, that is strictly within what the 

16 
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President told me, you sre, because the 
President said, "Noll, if you find you can' t 
squeeze it out, if the7 IV ill get it right 
out for you early in Janua~/ . I will take 
that." 

17 

"But no11 for God ' s aake no letters, nothing, 
Henry." He sa;rs, "Don't let the President 
send any letters." I said, ''Well, if you 
will tell me that you will start hearings 
right away for more taxes, withholding or 
something of that nature - " and he is all 
rieht on inflation. He is worried about it, 
the Speaker is. He has got the story. I 
said, "No matter what kind of a price bill 
you have, ne need this." He said, "You 
start the hearings, and we will make it the 
first order of business the first day Congress 
reconvenes . " 

So then John McCormack stuck his head in,and 
he said, "'.'lait a minute , John," and Jere 
Coooer. I said, "Of course if 70u happen 
to tell this to John J.foCormack and Jere 
Cooper, I can ' t help it." He said, "You 
let me take care of it . I have been talkine 
to Jere about this 8J1Yl'lay." 

Is that the breaks? 

Yes, definitely. 

Now, does that also include number one on the 
Social Security? 

I didn ' t want to get down to that . I said, 
"I need more r1oney. Maybe we Ylill a~ vance 
the date one year on Social Securi ty. He 
wasn ' t interested. 

What rung the bell with him ttes, he started 
to i;ive me the talk that all the boys IVant 

• 
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to go home, but just as soon as he heard 
that the President would hold his Social 
Security message up, O.K., I would get what 
I want. 

You don' t seem pleased. 

I am. 

What is the matter? Sam Rayburn always keeps 
his word. 

Yes. 

But if we star t our hearin~s and run through 
this thing and air this th1ng out so the 
people know we m.ean business and they make 
it the first order of business, I think it 
is a swell deal. 

I s he going to talk with Doughton? 

As soon as John UcCormack stuck his head in 
he got restless, so I speeded up~ story. 
He said, •o.K., Henry, the apple s were fine. 
I just opened them. " I sent some boxes of 
apples around. I sent eight on the Hill. 

Uaybe you had better get a box so I can carry 
a couple in~ pocket when I go up there. 

How do I know they will get up there? 

I was thinking I haven' t had any ~self either. 

We will eive him two, but we will give that 
nice secretary some. 

If she only got one and I get two, I think 
that is terrible. 

Anyway, I feel pretty good about it. I don't 
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see why you don ' t spark. 

Well, I am thinking ahead here. 

How far ahead? 

1.9 

Well, late this afternoon when you are going 
to hear from George and Douehton. Now, have 
you r,iven George the information you got from--

No. Just let the House take care of it . I 
have dono enough now. I am just going to 
r est and we will just let the Speaker work. 
They ar e evidently scared to death of this 
Social Security thing. On that assurance, 
I think it is all right . They forgot all 
about their going home and everything. The 
l ast thin~ you said to me - the Speaker says, 
"Everybody is going to go home, and now they 
have forgotten about home . " 

Have they? I thought from what you just told 
us that the Committee would go to work and 
the Con~resa would recess, and they would take 
it up wnen they came back. 

That is right. 

So they are going home. 

'!/ell, that is all right, but the Cor.unittee 
will give us a finished bill, report a bill 
out and it will be the first order of business 
on January 3. I am enthusiastic. 

Yes, I know it. I am juot tring to keep down 
to earth here for a few minutes . 

Good-by. '.'le will just sit here now. 

No need of Randol ph Paul hanging around town 
over the weekend? He spoke to me yesterday. 

. 
• 

Regraded Unclassified



H.II..Jr: 

Sullivan: 

H.!l.Jr: 

Blough: 

H.M.Jr: 

Blough: 

H.M.Jr: 

- 5 - 20 

Is he in town. 

Yes, he i 5 here, and he wants to go homeand 
be available for you whenever you want him, 
but this is sort of on dead center for a 
couple of days anyway. 

Yes. Thank him very much. 

John Williams wanted me to go to Harvard 
tomorrow. In the light of these prospects, 
what do you thinkZ 

What do you think? 

I think we will have to be preparing a state­
ment for next MOnday morning, and I can't go. 

Yes. As usual, you are right . 
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Grace. 

Yee, Mr . Secr et a r y . 

r~ovember 6 , 1941 
2 : 20 p.m. 

You saved my lite by my ee,.i ng t he Pr e s i dent 
t hl s morni ng. 

IJood. 

ftn~ he wae ter ribly nice. He beaked me u~ p 

hundr ed ~er cent on thls tAX thlng. 

Have you tO t a mlnute? 

Yes , • ir. 

I just wan t t o give h im a r epor t of ?roc r ess . 

't ea . 

I met w1 t h t he Pr es i dent - I met wl th ',ls l ter 
Geor ge &nd 3ob Dou~hton t~i & mor ni ng •• . .. 

:!eoh. 

••• •• enc! ·•en t ov~r tne ·. hole tlo!i ng. 

Yeah . 

Th~s tel< ?rogram. 

Y~£ . 

•Bl ter Georg~ ttae fi ne , a hundred oer cen t . 

Yes . 

3ut I EO t no~here wi th Bob Dou&hton. 

Uh hu.'l. 

So t hen I wal ked ove r to see the Soenker. 

21 
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Yes. 

And I told b1m my whole at ory. 

Yes . 

22 

At~d t o my surprise, the Speaker said, "I think 
that this is all right." 

Uh huh. 

"And the committee should start hearings 
e t once. • 

Yes. 

"And have the bill r eady eo that ve can mP..ke it 
the tiret order or business vben we ~eet on 
January 3r<i. 

Yes. 

Now tho t was what the Prealdent said I should 
take as a comor omiee, you see? 

Yes. 

But I want the President t o know that the th ing 
that made the Speaker change hie mind about 
hav i ng a tax bill was when I told b1m that the 
Pres ident would be willing to withhold b1s message 
on Social Seouri ty until aome time between Christ<nas 
and ~ew Years. 

Ye~ . 

~ow, when the S;>eaker heard that, he said, •liell, 
that's tine because t hat 's the one thlng I' ve 
been worryi ng about.• 

Yes. 

•And it the Presi dent does t hat, " he said, "why 
I'm willing to have them go ahead and start hearingo 
at once on a t ax bi ll." 

All right, fine. Then t he President agreed tha t 

. 
• 
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he would withhold t he meeaage, huh' 

The President told me thie morning that it 
they would start at onoe t o get it out eo that 
it would be the tiret order ot buaineaa ••••• 

Yea. 

•.••• he would not send a Sooial Security message 
until sometime between Chrie t maa and New Years. 

Uh huh. All right, tine. I 'll make ~~t 
report to him. 

And that's the way it atanda. 
and Means Commi ttee i e meeting 
thirty this atte~noon •••.. 

Uh huh. 

Now, the Ways 
again at one-

•.. .. to go into the met t er f urther. 

Yes. 

And it I hear, I'll write - I'll give you a 
rurther reoort. 

All right, tine , l~r. Seoreter :r. I' ll tell hi:n. 

But tor God ' s sake get 1t to t he President he 
told me no Social Seour1ty bettteen Christmas and 
New Years. 

Yeeb. All right, tine. 

Think you. 

(Laughs) -
Okay. 

All r1gbt, Ur . Secreta ry. Good-bye. 
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Hello, Miss Ellio t t. 

Tn1s is Miss Ell i o t t. 

!lovember 6, 1941 
2 : )5 p.m. 

This is Henry l~orgenthau . 

Ye• , Br. Secreta ry. 
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~~~ s~ El11o t t, I wo s ehockec! yes t eraay to find 
ou t t~t Con;r eseman Robert Doughten tells me 
he doesn't understand wh] I'm eo worried about 
~rices and 1ntlat1on, and he's never hearc ­
never received a l etter, no one'~ ever talked 
to hlm about lt. Now, wnen I mentioned you end 
your ~ork , he seemed to be entir ely unra~lller 
><1 th 1 t . He does come tro:n your stat:e . · 

He woul d be. (Laughs) Don 't you kn~w him 
\tell enough to know t ha t he ••ould be? 

'.lell , I don ' t know. I etlll - I was ~ui"!)rised . 
Anywf'ty , I wondered 1t you ' <1 be "1ll1ng t o cell 
up a nd ask for an oopointment t o see hl m. I eBi d 
that you would. 

'.1ell , I' ~ be v~ry e;lnd to talk w1 t h him. 

And see if you can 't mAke an imoress1cn on hi m. 

Uh huh. He 1s the eort ot ~ereon t hE t would -
he has a one-traok mind and he rol ls a long 1n 
one 1nd1v1dual way . 

•ell, all he's interested in now 1s economy. 

Uh huh. 

lb.., , 1f - aren't there eome wom en - so:ne ~xteneion 
wor kers i n hi e ~·n dis trlot t hat could stir uo a 
11 ttl e .... . 

May I tal k very con!1den t1ally to y~u? 

I hooe you would. 
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There isn't a woaan in North Car olina ~o's been 
in public l ite t or twenty 7esr e who bal ~e 
slightsst intluenoe with hi•. He' a ~ aort 
ot a pereon- th1a ia very conf idential •••• . 

Yea. 

••••• he's a person we just never have known. 
We've tried in every way, ehape, taehio~ or t orm. 
It'e just a question ot- hie mind Just seems to 
be a blank in certain direotione. Now, I think 
this - or, I can get eomeboey to him who might 
be eble to make a day ot it, but ••••• 

Well, he's very suaceotible to letter s. 

What 1a is? 

Re's very eusceotible to letters. 

Re ie? 

Yeah. And to flattery. 

Uh huh. 

I've never talked with him at ell about this. 
In tact , tor years I've seen him Juet occasionally; 
but I Juet gave up on the •.••• 

Would you mind making one more t rial? 

Not a bit in the world. I'll be glad to , really. 

Becauee be holds a very important position up 
there. 

And I can get some other people - some men -
who are very much i nterested in this ....• 

From North ••••. 

••. . • whom I think he'd listen to. 

Well , it you could get some men trom his district. 
Do you know the man who owns Cennon Towels? 
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Yu, veey well. 

Well, he listens to him. 

Well, he waa one, and two or three others eonneoted 
with him in an indirect way that I had thought I 
might talk with., •.• 

Yeah, well he ••..• 

• •••• to decide the way to bring him around on this. 
I'll tell you, he- I'm being very emphatic about 
this, Mr. Secretary, because he really baa never 
listened to the women ot the etate on anything; 
and r eally, he never will. 

Well. ••.. 

And he wouldn 1 t pay any more attention to me and 
what I said than it I were Just barking out the 
window. 

Well • •••• 

(Laughs) I 1m,putting it very bluntly. 

I understand. 'tlell, it's much better to be blunt. 

Yea. 

But it you could think ot eome peonle down the 
state who have influence wi th him - end I know 
that there are ~ecole who do have influence - and 
get him to talk about th1a, I really think it would 
be very helpful. 

I will, and I'll start eomething on t hat r1&ht 
away. 

Thank you so much. 

And I can get some people , I'm sur e, to do it. 

Tbonk you. 

All right. Thank you. 
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KMJr: Hello. 

Operator: Operator. 

HMJr: I can take that call. 

Operator: All right. 

HMJr: Hello. 

Mr. Greir: Mr. Morgenthau? 

HMJr: Yee. 

G: Are you ready? 

!O~Jr: Yea. 

G: Juet a moment. 

HHJr: Hello. Hello. 

Cong. 
Doughton : Hello. 

KMJr: Hello. 

D: Ie the t you, 1-!r. Secretary? 

~.~Jr: Talking, Henry. 

NoYeaber 6, 1941 
3:27 p.a. 

D: Yeah. Well , I wanted to read you the statement 
that I've pre981'ed to give to the press •••.. 

II!~Jr: Oh, yea. 

D: 

~IJr: 

0: 

~!Jr: 

•.... to see what you thought ot it. It you didn't­
i t you wanted to - didn't wa nt anything eaid - i t 
you wanted to omit it or ohange it. 

Please. 

AnO - I '11 read it to you. 

Right. 
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HNJr: 
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~Jr: 

0: 
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:J: 

H!~Jr: 

D: 

Hv.Jr: 

0: 

- 2 - 28 

"ChAi rman Doughton ieeued t he f ol l owing s tat ement .• 

Yeah. 

"Secr e t ary ot the Tr easur y , l~orgerthau, met i nf ormally 
yesterday wi th member s or the \~aye and Meane Committee 
end offered purely aa a suggest ion , t ha t aons1dera t1on 
might well be given to the matter ot another t ax bill 
to be ettectlve Janua r y 1 , 1942 , t or the main our­
pose of helpi ng to orevent i nflati on as well aa to 
orovide additional r evenue . •••• • 

Righ t. 

••• .. •needed tor national defense. • 

Right . 

Now then, •Consideration or the ~atter was continued 
ot a mee ting or the lfaya a nd ll.eane Como1 ttee today, • 
bu t t~~t 's the - I ' ll g ive you the result or wha t 
we did aft er r t al ked with Senator George. He and 
I r eoorted t o you - but tha t waa t he s tatement I 
wae going to make t o put you in the oroper l i ght 
~bout what took pl ace yester day . Does t hat suit 
you? 

Tba t sui t e me. 

All right. 

Now •.••• 

I ' m ~oing to emphasize it - and I have been doing 
1t all day today - that you orrered no pr ogram, 
made no requests, t ha t what you did was Just some 
suggestions t or our considerati on in order t o -
as a result or what went a l ong wi th many other 
suggesti ons , as a reeult or your conviction about 
the lmoortence or something bein6 done to control 
i nflati on . 

Now, what - >:ould you mind readi ng me the res t 
ot t he s tatement? 

'tlhat did you say? 

. 
• 
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H:·.Jr: 

~ : 

!): 

~'! .Jr: 

i!: .Jr : 

ll: 

"!-.Jr: 

J : 

:.: .. Jr: 

:l : 

D: 

"!:J r: 

- 3 -

'oould )'OU c i nd reading me the rest or t he stat e­
ment? 

Hello. 

Yee. 

29 

I sal.d, l<ou l d you mind reoe1nt, me the rest o! . ..•. 

I ' ll reB~ you the other. •con e1der~t1on of t he 
~a tter - " we d•ecussed her e t or ouite a while -
• con ti:ou~d ~ t a mee t1ng or the :aye and i.:eans 
c,~"l~tee. And after generel discussion and con­
s iderati on ot the matter , the Commi ttee decided 
tha t action on t he matter ~e tem>orarily det err ed." 

I Pee. ··:ell , I ' m sorr )' . 

.. ell . .... 

But •.••• 

Tho t ' 'as t he best that we ~<e re a~le t o do . I made 
no- took no oositlon a~out i t one .way or t he other. 
I ?r esided end t he boys dieoueeed it on and ot t . 
They dl dn ' t think - confidentially - \·tell, not 
confidentially- they d10n 1 t think that l.t would 
be ~osel~le t o £et thr ough a bi l l or this i moortence 
e nd this ma£nituda - anyhow get through l.t ~etore 
the fi rst of t he year. Th1e matter has opened uo 
the whol e subject ot taxati on t hat would necesee r ily 
come uo t or consideretion, and they ~dn't believe 
tha t ~e could £et at 1t ? racticall)' now; and ot 
coure~, I eu?~ose it' s aome ditterer.ce ot opinion •.••. 

Old you eay "deterred" or • t e~'ornr1ly deterred"? 

Tem~orarily det erred. 

I see . 

Yeo b. 

•~11 , t hat leaves the doo r O?en , doeen't it? 
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!II:Jr: 

!): 

HJ.:Jr: 

D: 

Hl:Jr: 

!) : 

D: 

lfl·IJr: 

D: 

Hl~Jr: 
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That leevee the door wide open. 

Uh hub. 

Yeah. I think that we handled it the very beet 
we oould under existing circumatanoee with the 
feeling o f the Committee, Mr. Secretary. 

I eee. 

Did the beat we could about it. 

I eee. 

30 

I'll go over and see Se~ator George. I told him 
I'd eee hio. Wha tever - he eaid he was going 
t o center furthe r with the me~bera o f his committee. 

All right. 

And 1 111 go over and see him, and then any f urther 
~tatement - why we can make him come out - he can 
make hie own statement. 

Right. 

All right, l~r. Secreta ry. 

Thank you. 
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ADD TAX£S. woysE • 
.-- =-

CHAI RMAN DOUCHTON SAID THE TREASURY'S TAX PROPOSALS HAD NOT BEEN 

TURNED DOWN BUT MADE IT CLEAR THAT FURTHER DEVELOPMENTS WILL BE 

NECESSARY TO INDUC[ CONCRESS TO RUSH THROUCH SO TREMENDOuS A WAR 

REVENUE PRO~RAM BEFORE THE FIRST OF THE YEAR, 

AfTER A TWO HOUR MEETINC Of THE COMMITTEE, DOU~HTON I SSUED THIS 

STATEM ENT! 

•SECRETARY Of THE TREASURY MORCENTHAU MET INFORMALLY YES TERDAY 

WITH MEMBERS OF THE WAYS AND MEANS COMM ITTE£, AND OfFERED, PURELY AS 

A SUCCESTION, THAT CONS IDERATION MICHT WELL 8£ CIVEN TO THE MATTER OF 

ENACTINC ANOTH ER TAX BILL TO BE EFFECTIVE FROM JANUARY 1, 1942, FOR 

THE MAI N PURPOSE OF HELPINC TO PREVENT INFLATION, AS WELL AS 

ADD ITIONAL REVENUE NEEDED FOR NATIONAL DEFENSE, 

"CONSI DERATION OF THE HATTER VAS CONTINUED AT A MEETINC OF THE 

WAYS AND MEANS COMMITTEE TODAY , AND AFTER CEN tR AL DISCUSSION AND 

CONSIDERATION OF THE HATTER, THE COMMITTEE DEC IDED THAT ACTI ON ON 

THE MATTER BE TEMPORARILY DEFERRED, • 

lt/6••RS J S4P E20• 0 
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~:ar: Hdl o . 

0 "Jer a tor: Go llhead . 

":•.Jr : HPllo . 

O..Jr: 

J : 

~.·.Jr: 

H! .Jr: 

J. : 

H:-:Jr: 

._ ... J r: 

~~.Jr: 

:r.:J J": 

Hello. !!Pnry? 

.'alter ? 

I Juct h&d the ca~nd~e~ t i me in my - tor thirty 
n;inu tes ! 've hac t he •>res~ i r. h ere sayi ng •no• 
to the~ in fo r ty differ ent languages. 

IE til&t r l;;!t t? 

Yeah, I told tnem I couldn't te lk and I said 
thB t 'rl.,e:1 I wee a eked t o come uo end testlt'y 
l n execu tive sessi on thl't 1t 1 e on my •.·or c:i. ot 
hono r tlu! t I keen my mouth 5hu t . 

Yes. 

And I sPi c:i. , "I ~vn ' t hPl ') it 1t other ceools 
tl'lk: my mou th i s eepled." 

~n~ I reoea tec l t en~ reoeate~ it, and tor thirt~ 
:nln'l tes they've b«en haamer1n0 me . 

Yes . .ell , they'll C:o t .'lRt. 

But they got nothing out ot' me. 

Yee . ':lell , you hee r d f rom !lob? 

Yean , he r e ed me t hat etPtement. 

Yes . I 've seen him An~ t nlked with him since, 
end ne - I did not see him bef ore he read you 
the statement. 

• 
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BXJr: 

0: . 

HMJr: 

0: 

IIXJr: 

0: 

HMJr: 

0 : 

HMJr: 

G: 

llliJr: 

0 : 

llliJr: 

0: 

- 2-

Be Juat bzooupt - oaaa onr and read it to ••· 

Wall, vbat 4o )'OU tblnkt 

33 

Wall, I'•• oan•aeaad the aituation prett7 tullJ. 
Wa haYa, on our aida of the tabla, we haTe oon­
aidarable aupport for goinc alone rieht proaptlr. 

Yeah. 

But we haYe aoae who think it 1 e in&dYi .. ble. 
About half and half I would aa:t. The Deaocrata 
are incl1nad to think that while they're v1111ne 
to go on now, but that they ware of the opinion 
tba t w1 th the Bouee - e•eeytblng i n 1te present 
buaor - that 1t would probabl7 be &l'Ound Chrhtmae 
before the Bouee finall7 did an)'th1ng; and 1t 
aaounted to onl7 about a Januar7 propoeal eo far 
a1 we were concerned, oYer hera. 

Yeah. Well, let ae tell you i n etrict confidence 
ebout •7 convereation with t he Speaker. 

Yee. 

Now, after I lett 70u, I vent over to eee the 
Speaker, and he 1e kept 1t - I 1d like JOU to know 
about it, and I'• eure he wouldn't a1nd. 

Yl8. 

Now, hie attitude wae that he' d like to aee them 
begin to ban bearinea riebt awa7 and brine i n a 
bill on the t1ret 4A7 that the houae aeete. You 
aae' And aake it the firet order of buai neee. 

I eee. 

And the reaeon that he felt that wa7 wae, be ea1d 
he would be delighted to do that on the aeeuranoe 
that the President would not eend up a Social 
SeouritJ bill until after Obriatmae. 

Yeah, I aee. 
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IIMJr: 

0: 

RMJr: 

G: 

IIMJr: 

0: 

HMJr: 

G: 

IIMJr: 

G: 

IIMJr: 
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An4 I tcAA b1a I ooul.4 &1 .. b1e '-• allllftllOe. 
Mow, ~y waa the 11aJ Vie Speaker tel-" an4 I 
thlnlt I'• aot.ac co let b1a wrll: a U1a• 'bU on 
Chll Cblq, JOil ••• , 

• Y... Well, I 'bell• .. I wo\ll4 .• 

Beoauee he eald he Chouaht that thaJ aho\lld 4o 
a011eth1na. 

Yee. 

And that they ehoul d etart bear1nge r1gbt a11a1. 

Yea. 

Now, that'• the way he felt. 

Yea. Well, we h&Ye - oYer here on thle e1de, 
Henry- we haYe eoae 41Y1e1on. Soae don't want 
1 t - one or two ot our tr1ende eald they vouldn' t 
be able to 1upport 1t; they were eatht1ed. Other• 
1&1d that t hey ll:new that tbe matter - that 1e wa1 
1nev1table and they were ready to go right alona 
now and g1ve oone1derat1on. 

Yeah. 

So we are reedy to do whateYer tbe7 t1nally - 1t 
whateYer tbey dec1de to do our then. 

Yeab. Well , I t old - I eent word to the Preeldent 
when I oaae bacll: t hat 70u were perteotly l;>len41d 
and that you'd ottered me eYery poel1ble co­
operation. 

Yee. Well, we are ready and 11 thiY 4eoide to 
go along with hearing•, we probably will, too. 

I eee. 

So that we 'll be ready praot1oally wen they are 
reaq. .. 

Do you a1nd it I tell that to thl Sp1aker' 
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G: 

ffi!Jr: 

G: 

" Y.Jr: 

G: 

HMJr: 

0 : 

'll·lJr : 

G: 

'lMJr: 

G: 
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No, tba t' a all right. 

Can I tell him that? 

35 

Yea , tbat'a quite all right. We'll out our cloth 
hera rather like the committee over there does. 
In other words , we'll proceed - we can't finally 
wind up until after they have wound up, anyway, 
you understand. 

I underatand. 

But we can do the bulk or the work. 

• ell, the thing that aeemed t o interest the 
Speaker the coat was that by doing this now, 
it would delay the Pr esident sendi ng a meaeege 
on Social Security. 

Yea , I see thst. 

Because he said, "It 's a bombPhell, nnd I don't 
want it. • 

Xes. I' d like t o s ee that done, too. 

Yeah. I can't tell you how muoh I aopreciate 
your cooperation a.nd apiri t ot frie ndliness and 
I haven't given uo hope; and I' m jus t going to 
aee what the Speaker oan do. 

All right. 

Thank you so much. 

Than It you, Henry. 

Regraded Unclassified



·. 

INnlt OPI'IC2 CCIRRIIDCA'nml 38 

....... 2 .. JN1 

TO he~ ..... --

,..... llr ... .-.4 

1 a 1 ~ •cl tor a&lel&t.a U 1\ - -* ..U... I\ u 
-""·~"'~on- e6 * .. ,N_,... 1aw 1a 

sSacl. I\ ..,. tie e6 1lrWoft u • poaallll.o :U. ot u 1' t 

til&' w&lcl !law praotteal. ..ahe 1a * _.. ~ 

Regraded Unclassified



--· --·.r---- . . -- •· ... __ .. _ 
De M' ........ liP•. •a~••- t. .... d 11a _,. 

--~~!'11! !.1!11 d-··-d 
• a .... ~ ?•_ .. d-~,-~d--•e-enll=• ..... a 
S. R,l H .W '!Qihu?.• Jlft d- 1 

I W ta ~~~---Ia· ._ 
fit -- .... -~~·----d._~ ..... .._, 
.... ...ws.n .. ,.s :t~~_., r ---·~-
(• tun .. Ill $~ ~ !! ... 11·----.. !lie--d .. 
MiawSU ..... c~ .~- _, ........... 2 "e._ .. 
nlft'• .. - ~ .. ~)--_. ~ '-'--
~. - J1 $II I tea_ u u a~ .... ~ _...,,. pa . ; u . ta ............ , ..................... _.. .... , . ...... ---- . 
u ................ S.a. F ·- ,. ~- ~ ~ "ttl WI .• 

pjDf;a t .... ~-~ ~21Ml'lll-.1. Ilia ....... fit-

team .... ll"rtd ~ ta~~wtrl' llilfla' ~ _ .... .. 

..u~--- ... ~~--·-~~,_.. ... 
1M 1711. '-'I $az l\_te 'a ··--rtalJ a\~· U J~( 'h 

..:~;r-•uA- .. *'**' ·-cu .... ~ . . .. 
cal 111 -s.c -~ u ..u • .,.,..... _!"'IJ' 

2 - • 

.,., ... ..,. -- ••'!w' ia ...... kcsow, a •• a 0 

• 

ra 'ldlll'az ~-~ Jlft'I'USa-.-. attaow te • 

... '! .......... Ml"!"••. 2 2 

a. -.......ua_ '!'= tutat•-.. , ...... s-.•·~"' tt.. - .. 

11UH uftuu\ at~ ~2~ _till! Jftlf'll• ~ 1il* nt~ 
te )dcSl .......,. • a. or- - I Jlaw a# ,.. \IIIla 'WtU 

·~- ..... ) 

Regraded Unclassified



·t•: . ...,. 
, 

11. lq ,..,_IFD'ft 1'1111'\M---- *-.... ililr---
- n,. ot ldtiQT ~ ' ..._,, !Ida u a -"w_ ~ ..,.._, 

•· Ja aarrD'.n * tw \11oM at :a.~ ... w t.ba etten 

ot u.o- ill tolltllriJI& TMI' ot Nl. ~. 

(other dl4lct.iea ooul.cl be .adl U dlo'.ncl, ••lo tor MCI! oa1 

azul boiplt &l -.-, ato.) 

Jl'Nr"'m of lw•bl• lPew for !m1ft Ppno••• 

llpcdable u.o- i.e dlt1Mcl ar Mt ~ le• ~ '­

paid or pliJ&b1.e t or t.ba -• ,.._., ala leN 11.~ or eo ~ 

t.bc'aot ar 'lllq raclaca tile ~ ~. attar tu.r, to re~. 

<IRk• !be Jllll'JIOFO Nl4 attect ot th1e prortaioe i.e tut U m 

,...r would be racl-d 11500, to ~-ta tor tile abDo:Ml 

litU.t1oDJ U be bad CllllT t600 ill-,.. ... be woulcl baTe tile ... . . 
1Dcreur ot the tollGirinc TNr r~ecl lv t9oo, rto,) 

!be 1Dor- ot 8J*1dabla 1Docae 1r dltanWiacl 1v ~ 

t i.oll, tllat ot-,..... tra tMt ot the -..dlJII ,..ar, 

ISH='¥"• ot 'W 

1. I'Sa4 t.be ~ ~ FJ t blr ~. 

2, li.Dcl t.be peroe!Mp ~ t.b18 SIN- to t.be Mt ~ .. 
ot tile Jal ,..... J bllt th1e perMDta&r r!lr.1l. not UDaacl ~· 

IR.t&• .. let1D1 the 1.11- to 11at u.- ratllar the eartaz .t 

1Dc- 1:1.,.• llll IIIFeoieble a4natal• to the ler&• l'lll1.q 1a t11a 

lowr ~INabtr, 

3, -.J.\1pl,J" tile peroc\ap eo t.-1 1ato t.be to'-1. ~ taz 

tor tile iartllllt ,...... the -' ro oe.patacl i.e tile -u. tu, 

the ....-tFU.. rellecl1ll.a 11 .... ill t.be tol.J.c.-!DI ..... 'll1ll. _.. 

38 

Regraded Unclassified



• 
~ 

... ~ .~.u r" ..n '--able to b'lf• -a~ 
.......... - .................... '" ... 1a s-r ·-· ...... • , . 

tna ..,._, ~ts..e Ull.ffta etllenf Ml' dD I Willi tile 
- • ... ~ * • 

41lftillcr\ia ~ _.., ~· -.pt for ~ obcr\ fCl*~ .. 1M . . ' 
1a:1c1a 1.-..1. (,.,_ U .ana) of-.., ~·· eta., 1a -...n 
.-r- !Mwtrioo 1d1l f-,.. ~ ~ tM• 1a ~ 

aae dot- 1adDotrieo U ~ !~aft 'DO! '• ,tutut.oetia _.... 

U.se OOJidltS..J •cl Fftoporl• wUl. - u a NAl\ ot dotcse 

iadDotrs..o to otM-o that are net .-r .... :la IIIIIJ' cliroot ..... , 

••I• oto:ree cd hot.ls 1a eit4eo ~t to aUltaq ....,., or 

:la ~~ or oaplt.oJ. p1oo d• to :latlstil.a. 

V'mM'7!' CCIIJI!ti!lal .,,,.,,1 
YM Jo. 

2. 1lsclll.ct toW s-e tueo p1.IUI llSOO 

'· lot speadabls 1ao-. laot ;r-.er 

4. fetal - ~ tll1e 7NI' 

s. 1lsclll.ct toW s- tu ,.u 
-.4 pep!lls U.n. 

6. 1lsclll.ct 115 00 

7. fot.oJ. .,...so~ s- W.. ;rear 

1. :r.or.a.. of llf??=bls s-o 
(Uu 6- L:lae 3) 

9. hr _, ~ of 8J 1nblo •­
(Dot Oftl' 50)(LSM •• L1ao 4) 

10. IIIIDUo tez {Lf.M S X L1.JM 9) 

II.&. 

A table of MlMW nwpl•• toU... 
(Table N>t ;ret oCIISIIlstod) 

39 

Regraded Unclassified



seore\arJ Morgen\ha~ 

George 8~tting\on 

We propose \o send \he a\\aohed ooYering 

le\ \er and pr••• release \ o a lie \ ot 3, 000 b~eineee 

p~blioa\ione, ooapanJ aagaainee, and ho~e• organa \o 

inor•••• dietri~\ion ot \he tolder, 114ov Yo~ Taxee • . 

The pre•• releaee ie •~be\an\i~J \ he eaae 

•• \ he one released \o \be nevepapere Oo\ober 26. 

Meeere. D. v. Bell and Xuhn baYe teen \be le\ \er and 

Mr. Sohwer~ prepared \he pre•• releaee . M&J I ba•e 

yo~ eigne\~r• on \he le\\er vh1oh will be d~pligraphed. 

OB: amo ll/6/41 

~0 
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TREASURY DEPARTMENT 

Mr. Walt er A. Reiners, Adv. Msr •• 
Dusan'a , 
1270 Abington A•1e., 
tlowark , N. J. 

Doar Ur. Reiners: 

WASHINGTON 

liovomb or 10, 1941 

1 ha•1e ~ad cu·apar-:4 recently a !Oh ldr, •Know 
Tour t axes•, cont•lning tables ahowl ns taxpayers how 
a uoh ot t bel r aonthly lnco~e wlll halt to be set aside 
r e&ula rly to a eet tax p&Jatnta ntxt yt&r . l e oellave 
lt desir able to have t hls lntoroatlon ln the hands ot 
t.oxpa;er s as pro:::~pt.ly as poaslblt . 

A copy of tho fol der and a euaaos t od proao 
r ol ·J&Jo whi ch 'IOU may desire to print ln the ntlCt tsaue 
or your pubtlcat1on are enolootd herewith . Corporation• 
doo lrlnS to dlotrlbute the folder to omployeee moy 
aecuro a supply ett~er from t he Ptderal Reserve bank 
Sn thel r diatrlot or dlrsct troa the Treasur y Depart!!lent , 
taahlng ton. D. C. 

l t h ink you • 111 asreo t ha t taxe• are a vital 
part of ou r detens~ pro3ra•. and l shall app r o:t-clate ve ry 
auch yo.J r coop.e ratlon. 

Very truly you r a, 

£no l oaures . 
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'l'!EASllRY DEFAR'l'..I!:Tr 
tlosh!neton 

~croto:ry of the Tressury Uorgonthau baa ASkfld ft~J"loyerr. th!'OU!!~CIUt the 
cr<JntrY to >tr!to t o h im for eo:>ies of the new "'aiOW ?CUR T.I:<E.<;• f older r~r ~ !s­
t :·lbut!en t o tho!r emvloyees , The f older eonta!nn rtv~ t•bl~s v·h!eh t oll nt 
~ rl'lnco tho oppr oximtt.te anount of individual inOOMf'l tnxBs due next year on 
19-ll ""l•ry nnd wsge !neotu!s or selec t ed •1zea, MO t he ''"ount of r.onthly 
s·tvtn~·s M:,do4 t~ r:ef'tt ther.e J:Ayments . 

l~rly t hl ft ~nt~ , t hrough ~ rranr,~~nta ~~dft with t~~ FederAl ~e~erv~ hen~~ . 
e:crtea cf t!'e tclder wero !l:ent to dnpcsitora or cu,~orcial }'l"r.ks Plon!l ':''ith 
t!:.~l:- ··~>rul~:- 4t' t€'-M.·mt o f account s . "ireasury of!"lclftls h"llPve , hc;-ev~r, thnt 
t~" 1n .. c :-:-:-- tir.!'l sht>u.ld toe in the ~JJnd!l or ~e ortrnor:J •:l:o tlo not hev~ e!J.~c!dnc 
aeeOomtl 1nd t'tttrafcre are askin~ *.'nplcyere to rc1ueat e auf!'ic!,·nt. aur:-ly of 
~he ~~1Jtr3 t or t~~ lr or"anizeti~ns . 

SPc:-lt~ry ~orr.·nthou exylai~od t~e n~w tftX t nbloa 9~~nt. : ho eosy savl~s 
pl 1!\ lnour-urnt.e1 lt:~t A.UJ?US1; 1. At th~t ttr.-.e th\l 'l"rl)l.IGW"Y .. plaeo-0 (:n sole a now 
t:rrtl or Sf\Cu.rl ty );.nMm as Tax &lvin-;n i:c-t ,,e .-:!"' ~c~ Pn'\bleo tn1.pay~rs t o sevB 
syst.c711tlc\lly c.:1.d conveniently t c ~'ll'\t nert rctsr's ht~!nr t !lXtts . These not es 
b11:.r lntl r vtlt wh~n ua ... d ir. :>~:..11r.ent of r.:d ·rrt'l inc•1r.fl t oxos -md pr e·r115o the pu.r­
c!-.as~r wt th 0:'1 1nvt•stn.mt in n:!"::ancu t o :"'!.11t1t ruturl) toY.n~ . 

The S tCrt~ tnry r e iterated to t ho 8'1'Q.ploy1Jr ll hi~ t •llof t~tt t i t ! s &~tr~~~ t.y 
lm.porton t f or t oxpeyor s t o budge t t h£!11" tuxe o in V1<tW Of t !W g:-er: tly inC!"~tl.'Wd 
lt..vlos , o.nd oxyri:&S.Jd t h '-' hopo th~ t t 1 ::.~ n" w :>lt.n t\'N~d b ? httl;:.!'ul. 

Th·' no-.: tn'elos d13clcne , f or 1r.3t'lnc·~ , t. 'm t i t :;cur not ir.ec-n .· f o'T' 1941 is 
J5,oc.o end you " r .:s 11 a ingln p-er son t·:ith nod •"•:ndont:\ , Jf"U ~unt s~v.., at t ha rote 
or 34C v ry nr n.th, cr ~53 a yU-ar , f or y t..•ur F ."l r "ll tneo:::.1 tllX•J~ . U' :.rru or~ 
~'U':-isl\ but hnv'll no t\ ~:ld~ots , :,:cur s~V1 T"..g.' t rr tO.XI)3 ~~ould :.t."'\r unt t c 331 por 
~"ntt:., or ~75 a y'i~r . If l""-U ._,r ,1 - • .,rr1Jd · nJ h1'\V6 one d&pen'.l;;:tt, ycu t'W..3t 03l'O 
327 ., :aco t l. , c r 3323 s y~~"r. !.f 7c..u !l.r t -!):-rltld -'nd .. ~we tlro d.!pendenta •· 7N 
~'lGt. vv ~3 o !'!tnth , or .:)271 :t yc.e.r . If )'CU ·· N :-tYrrilld an"i hr!V.J t!'tr~o 
~ ~~~d nta , yru :~st S~YU ~18 per ncnt~ , 0~ J219 0 YGr3, ~or t~o ?ftyw~nt Of 
F •d •r !il 1n<"m+, t~ttx-J, . 

n.oc..s tabl ln b ug ln :o t thu lo· "3t t t.' :<oh l o tir.cunt ""nd inrlui!f) irtc.eru:~ tax 
:lc.uifleotio.,s 'JP t o ':N t inCt":-10 $ or ~~.ooo 'l ]C.+-tr. "nl& Tnx SeYi"'R.S :iotoa 
~ •tnr, rff :tr lld br t ho Tretl sury "!.N'> 1&~u-:d in t t•;o p1.: ri l& , t-ot~ f!Pt tld Aur:ust l , 
liJ·a, 'lh1 :nntur1nn Au~uet 1 , H~·~3 . ':'hJ y conno t I·O m·.,s.,nt "d tn p.oyr. : nt of 
1;ct!"'·~ t 11x •n b .. "rrtl ."un~l"ry 1 , 1942, hn'~ r:uRt be h•ld b:,' t"'e pur+:he s ;}r llt l orst 
t .. r , ner.th~l 1f th,)y IJ r .J t o b·J u ::lld f c :- t h" t rur "')C(':O. Cn Jo~U'lry ). of ')9Ch yonr 
l. r ·o rt.Jr , t\10 n .-.., n-.}rie" o f not .+)A w1.ll ~.(, ~r·C\ov1~··d nO t h t n tux-poyor c 'ln 11lwnys 
IUro~.usl) r. l:\t .•a durtru; t "l<t entire yuJtr in which ho is ':" C•J!v!r.r. his incr.~ f or 
L!S. 10 pcyrKtnt Of t OX,JS duo t b·. fcllc-win~ :,Mllr. 
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START SAVI NG N OW 
to "'""' t11x P"J"'"'" '" fMl 

Y011 Will - fr'OIIl tht ubkl du.c if J'OW IWC ~ 
lot lf41 Jt $),000 a~~d yo.'" • t insle pert0a witb 1 
~u. yOil mouu. ,..,. I C chc r.lt o( $40 twt 
IDOIIIh Of $48) a y-tu lor yow' F~l lacoillt: IU I . 
U }"'U .,. murird but hue no *'"'dttltt, you 
un• lor tuft tboul4 ._, 10 $)1 P"' .oad' t 
$17) a J'fat, (( .,0. U. -'* .. lilt ._ OM d. .,.,.,._,,..-* .. ~ $27 pn: _._. cw S)ll • r«~ 
li ,... .,. _,...., - p.., two .,....a. 'fOl 
... ...... s:u pet .-!a-S21l • .,.. u,.. -....,... ......... ~~ ... ,... ........ ~ 
lll pd' ..,...t. 0t Sllf • ruz lor lht p~~y.- ol F • 
enl IDeo-......... . 

CONSULT YOUR BANK 
11bout Tax Sa v i11 g1 Not . 

'I'1M Tu S.Yiep NOCid hdqo8ffl4 ~tiM Trut_, 
...... k UNa' b u:spywo 10 ,._ ..... -
bdq ......... twOtd'iH, _....,. A1fPM I, 1941, 
... atrwillc A.,_ l, lt4). n.,. .... ., *'-" 
G6171'f1Me .... tl) pAJ U.C0.. Ulft. 110 ... .W• 
.., tlN ..,.,_m wbdldie t.u pa,--oc l• ,..., 'I'M 
OOtflf UOnot br ~t.ed: b P'-YIIIC'GI ollfiCOIIW I.U:ts 
hdon-Jaou.a.ry I, 1941. aod tlliHt ~ hdd by d»t ru"" 
ch...,., u kuc tbm moncb1 If cbty ara tO bt ~~M~ilw 
that pwpow. ()a jAaoal)' I ol u ch ynr ~Nn.fctr , 
cwo ... ..,let oi Nocn wOJ be ptOfldf4 lO cbac 1 
U~P')'fl' Cd aJw.ys pardll* NOUI•III'-1 elM ... 
,_ ;. wka tlot it r«ci-rill1 Ill& -.... lor 
,.,_, cl Wid d. dM Jolloo-.. 'lfl"• Pld 
lOW'"' .o-. f'llt of,..~ .... 1 .. -........ ., .. ~J'P6·-~""~ 
... cl FW.-&1 u..oo. tuft. 

11M T~...,. ..-,n cbu )'01 p i••l•tc-1) 
J'OIIf otiJ)Ibofboocl bouk to ~ dotc.Utd !lib ,y. 

t.loo about tbe Tax SaYinp Pl.t~ •n• how )Oil p«­
IOrl..lly C.t.A \!Ht u Jc:t sd•&IIUJC oi It, Tr,_, 
DtP'fUIMfll Cima.lu No. 667 dftCllbiiiiJ tllt Tu 
S.•Wlp Nout lc d.ruJl has bed Milt co •II ll6cb. 
w liMta )'01& will w ~ ...... m b. alad 10 ....... ,~ 

II k ntnerlr icpottaM tht dtc iecn"_. r..- J 
lie.-' u.ut riuJlt ____,. b N•tioMl DdJ c 
.,. ~- ia )'C* w,. .. ,.. ........ ~ ......... ._. -

. . ~3 
~ITlD STATU TalASUaY 

KNOW 
YOUR 
TAXES 

• 

TAX SA VIMGS PLAN 

A .Message to T axpayen 
from the Secretary • 
of the Treasury 

1btoush our rtpett~~lltiYU io Conput "'' h•w 
~upon all "allfit" clJmte P"'F'••· Wt " ' " 
.Jeo uprtt.NCI ow pnl«d~Ct 6ot paylnc « mlllth .. 
P'*iW. ol th.t COM ol ~ o.w ol cwrftlt eate~inp.. 
r-~.~. is .......... cue~ 

luplJW how M prGrlllfiCfr M po.MWr w~t M -
_., tu: WI.UI "-· 1u ·~ • dw u ...... ,_...r 
.__ bl ~ dw u.udMd uYet ........ ..... 
r- wiD~ .. to .-rio the a.iq T'-"'•.; llow 
-' o1 ,... ...,..dllr ~ ,_ .atou~4 Mt .. w. 
ttJularty tor .,,. pa)'lllfCICI. 
Tu S.•inp Nocott actiiOwiwica told bytbt Trt11• 

W'f bf«,uM chol.tl~.nds ol dtilll:nl ukl:'d 6ot a pl•n tO 
~:~~•bH •h•• to •• .,. '*""" .,.,., ... dallr •""' coo· 
waif'ndrlor tblt pwpow. Wbtn J'CMI u••'- tlw 
uucbottl ubld ,_ wW,I dlink.- dw ucfwiMM ol 
tl!aor T,_., Noca ia btlpa& ,.oaeo...,. ,.._ ... 
tu ,..,_... _., ~· I.-..,.. Wt ,.._ .,.p_ . 
..,_. '-i wlD 1M Jhd to IMip JOI' It-"' •" • 
... .,.,. ........ u,... wist! fillT.U.c.oul w... 
-OCM.r•u.,. .at-1 .u~,o. WMtc eo- .. dM 
Tno...,. Orrput-c, w~. D. G. 

T• • ,,.-w uYft tolllow""'-' ,_ wUI 
.... .., • ,., ............. *-' UM't .. • ,., 

....,. ... .,..,. ifrc:Dc- ol ~ ....... * .......... ..w .., tllll!'d dildc ,.,. .. Cl. 

U 'f'* ,_ incDAw h.ot 1D0N til• $),000 
11041 conthc. wholly of ularict, W"JJ'•• ochtt 
comproatdoe for pmoo&lttnicn, di•ldoted•. 
lcn.tutC, m•. ltiiWitlt:t, « roy.ttMt, yott ••1 
cult• J'O'I' tu fl"fllleOIS i.a II((Otdall(e •hh 
tht Lumlctloa.i coacainoed la Fot• 1040-A. 
1a .w. a-,.. ru ..u bt .U..,dr4fl""" '"* .... .._._ ia • 6ollowiel l.IW.t. ... .,_..a,. ....... ~ ....... ..,..u. -·--

-.,.., tMwfnc boW" muc:.h roa ril hATtt loCI 
1*1 Ia l~lvkl\lal tneoeoe \Au. on .. ...,.,. and 
•*ltln((H:nl"' ot tclocltd •1_.. and ll~ot~ mor11 loly 
M\'lop nctdud lO rnCilt tb- 19o&l lntotml lall. 
pay~m.~nw.• 

s.cJ;.~Nrll ... ll.f f...a,-N. .......... 

.,.. 
$.800.·-···· = """ 11.000 
11,100 ... 

11,200 •. 
Sl,300 
$1,400 
SI,&OO u,ooo_ 
~ ...... = .....,._ 
14.000 
SS.OOCL_ .••• ::. 

16,000 ............ 
$7,000... •. 
18,000 .. .......... 
19,000 •••. 
$10,()00. ---: 
11&.000 : 114.000. su .• ooo_ 
118.000.-- •. 
1 17.000 -· 
118.000.-.......... 
119,000 ••• 
$20,000 ....... - •• 

121,000.. ·-·· 
122,000 -··· ...... 
123,000-
124,000 m.ooo._. 

-v .......... .,_ . ........ 
~~u. -::..:.~-: --·--·$! 

~1 II 
21 2 
31 • .. a 
50 4 .. • .. • "' 10 

1&$ 14 
221 .. ... 2 4 
347 .. 
483 .. ... •• "" •• I, 031 80 

I, 247 104 
1. 403 124 

1.7-llt ... ..... 170 
2.831 194 ... ., 221 ..... ... .. ... 280 s.m 110 
4, 112 ... . .... .,. 
4,1129 411 

a.. 367 ... 
a,ao1 404 ..... 622 
'744 ... 
7, 22" ... 

!f:C':.=..--.... 
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' 
START SAV I NG NOW 
/0 "'""' IIIX P"1"''"" '"fMr 

Yo.~ wm .. boca chc u.blts diu il,.. Dtt 11/11 
for 1941 It U.OOO aod 'f" art 1 aie~1l1 ptft0111 W'ick I 

cLrpte~lltfu•. yDU m'OIC ""' ac 1bt ,.~ ol $«) evu 
.OOIJl 01' $41) I )'tar for fOW f~J {fi(Ofllof IU 1. 

U 7011 .,.. lflatflcd but hut no lkprad.~tu, yov 
t.ni., lot lU4't aboold .--c to $ll prr e1011tll c 
s:ns • lUI· u you .1ft' .,.k4 ...1 .,.,. ..... 
,.....,..,_-, .... qo$l1 ptf -diOt$)l)l ,. ... 

II ro- ar.- IUtried a-' .. '" rwo .,...,.._. ,... 
- "'"" SU pu .-cit or $%71 • ~ lf ,_ .n 
_....,. ... b ...... ~ca. ,_ -t .... ~ 
$11 por _.diGf $11.9 a year b dM ,.,_.. ol P. · 
lnl~"-"'· • 

CONSULT YOUR BANK 
about Tax Sa vi11gs No t . 

'Dot TuS."-P Noort briqof".,..a"r dwTrw__,. 
to-.bk--~pntoP.,.. ........ 
.......... ilt...o~ .......... A.,_, 1,1941, 
-'~A.,.,_l,lMJ. Tllltf.._~ 
oaly...,........lto,.yioocl-.u .. ., IIO ... iiM.I.a.. 
loj: tlM ... dl wild tbl' tU: pe.yllll'IIIC It .... 1M 
DOtft UIJIIOC. ht P'"ft'ud, fot ~ylldl of iiKO .. CUd 
bdort J•nuaty I, 1_941, at~4 •u.t b. btld bt cht r-­
di&Mf at Inn c.hr« rnocub.t it dwf ,. co b. UMd I« 
tba& purpOM. 0!1 J!NI!Wf l ol uc.b Tf11' htft•(ttt, 
t-o N'l'f MC'ic:t ol N0tet wiU k Pf'O"'I.a..t 10 tbu a 
tup',.., ('UI a~ .... ,. p.wchue NOlet d•"'• ~ 
1f1'l ;. ~ 1M il teed:._. WI ._. b 
,.,.... fll Wlft ·-the-~ pilo 'W 
••,.. .-pnol,---...,,IN_. 
...... ol ,...., c:aJeoobc ,_ ...... "' ,. .. 
IDIOt ol Federal ~taut. 

'fbi Tr...u-t wp chloe rou p 1•••1iltdJ • 
'fOiil DdJbbotbood bank co tocellft 4n•lled Ialor -­
dOll about the Tn s,.,.~ Plait Mil bow you prl'· 
to~~aUy can bnt take adn11up ol h. Trean1'7 
DfJWCmtlll Circulu No. 66? &e.cribl•t dw Tn: 
Snl11p Nout Ia detail llu bfta. Mfll co all Hrlbo 
wlwn ,o- will iad ~ who wUI IN a.l ... tO 

... ...,.. .. ,..-x-. 
lc .. ~ i:mponaM Wt dror a-t .... Fcdc J 

-... tuft .;un1 ~ b Natloaal Dl>k • .. proftW"'. ,_ ~ .. ,.. ..... ~ ........ _ 

• . 113 
~mD STATES TREASURY 

KNOW 
YOUR 
TAXES 

• 

TAX SAVINGS PLAN 

A Message to T axpayen 
from the Secretary • 

of the Treasury 
n~ O.r rC"p«ttnUtiYN Ul ConJIC!tl Wt haW 

d.dd.ed vpon an " .!l-ove'' ~k .... Pf'OI'"•· Wt hi Yt 
1ho tJ.~tcd OW ~ f« ,.,.t"' N •IICh U 
pGMib&e ot dw ODM ol.klimwoec of cur~ ,.,.lflp. 
y..,~,. ~.h ~~ ud• 

U.1Cf k-. at ,....,.S1 • .,.,....,., ............ 
~ ti.J, .W willa.... AJ a~ to dw t.:up'T""> I ... " w.,....,..,.. dw auac:W uibla.......,., ... .... 
,.,. .... u ... " to pt.J. die COIIillta TH"· ..... ...... 
• ... ol J'OIIr -t:h.l, mco- }'Oil ..,_.,. k1 ..~. 
f1'1Uiu1f for CU j»JIDotllU. 

T tiC Snlftlt No~a •~ now bdn,s: tOI4 by tht "tff'U• 
lltf btUII .. tboiita~l of ChiW~I uked fOf a pl.r1 10 
aub&r tbda co~,.. IIIOCWJ' 1)"5tc".taadcaUy and cOfto 
~wotlr '"' '"" f'U'I'CI'W· w~wa: )'011 ,,.,.._mJ .... •.he 
an~ ua.• }'011 will,l thlak, Mit dM: ..h.t.... of 
..._ Truawr H.-. • bdfioa,.,..., 111M(,... ... 
tu P",.... ..... f"ll· 1 .. - dw,.....,.... 
bcdlool. ..... w\11 M p.l ... ., ,_ tt.ln ...... I 

.......... ,......-. ll'fOII ..... .., toAc&lc::.-a.l ...... 
au.foe, l ... allll. jtlad 10 In~ J'O" wn~ to • t.t dw 
Tu.urr nr,w..-1, WaabinpMI. 0 , C. 

TD atucW ~.how Mw -~~ J011 will 
~".,.., ..... ...w.Al--f..I:Jia•lf4\ 
wJ-, ...,. • ., ~ ol.aecw4 .... ~ 
tllt ........... 10 meet. dtnt P"J-•· u,.. &10M ..__ .. ooc -.ore du.cl $),00) 
aM conti•• whollr ol talvie., ••I"· Othti­
co.-:lll'fludoa for pertOtl~ wnbt, dl•l6ttlch, 
inceorttl, t¢nt, anouJriet:, or ror.Udtf, )"'V m•y 
• a.b )'QUI' Ull P-YIDmU ill .ocorda.nce •ltb 
dtt lawuctbN ~ I. For• I~A. 
),. I:)W, (- J0f11 IU .ntl lie aliJluly clif'.,....l 
"-............. ""-""' ~ .... 
.. _.w,ou...,...-,.W ... .,od­...,. ......... 

.. 
ew. •howtn;., hMr mt1dl JOt! wm haW! t.o 
P.,)' to lndiYW\l.J lt1C01tM1 t.a ocM on -'&r1 ••wl 
,.,..e lc.eonK'!I or lll:!k!c.tod aiM~ a.nd lllo(l mor~tbl)' 
a. ,-h~» 1H!C<l4.1d to meut tb~."ee 1 O.fl lltwtnu ••• 
pa.ymcns.t..• 

.-,..,.._H.~._. .r ·~ ......... 

W:::-· = ·······-·- $3 
1900....... _, IJ 
Sl,OOO •. 21 
1 1,100 .... _........ 31 

11,200 .. "' ·-oo 4() 
11,300 - 60 
11,400 6t 
SI,IIOO "':: 09 
$2,00CL U7 

~t=: :: ...... 
24,000 
ti,OOCL 

16,000 
!7,000 ••. H:3:L ....... :: 
110.000 •. · -·: 114,000 . -
116.,008 

SI&,000-
$17,000 
118,000 ...... . 
110,000 ... ~. 
$20,000 ............ . 

121,000 ......... .. m.ooo .. .. m.ooo ..... 
m,ooo-. -·· 
126.000 .. -· 

, .. 
221 ... .. , ... 
640 ... 

1,031 
1, 247 
I, 403 

I, 740 ...... .... , .... , ..... ..... 
o,m 
.. 112 

'·'"" t ,Mi 

li, 367 .. ... , ... 
' "' 7,224 

·~ .... --..... ""-.... ~ 

II 
2 • 
• • • • 10 

14 
II .. .. 
40 

64 .. 
8<1 

104 
124 ... 
IM , .. 
221 .... ... 
110 ... 
111 
411 

446 . .. 
622 ... ... 
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Table t.howlac how much you will baT-e to 
pay lA lDdlnctllal larGme 1a.u11 on MlMy Mel 
.. .,.. r ..... ot ..a..c.ct-..and: , .. ._ ---10-.-... , ...... _., ..... ..,. .. "". 

M.tnW ,__ ................ .......,.. _..... 

1~:= .::=::: ···-·---·;r ·--·-·--;·i 
11 ,700.-.--.. 13 I 
11,800 -- 23 2 
11,900.--- .. • 

n,ooo -
0,100---

~='-_--1 
12,400---

0,600 ·-
ss.ooo ---· suoo ............. . 
$4,000 .••• ---­
$4,M)() ·-····-·· 

$&,000 ............. . u.ooo. . ....... _ 
$7,000 •• ----~··-ss.ooo._ ....... . 
19,000... 

110,000 su ,ooo __ -· 
112,.000 --
111,000---
114.,000.-

•• •• •• 71 .. .. ... ... ... 
312 

376 
621 
1587 
873 

1, 079 

1,306 
~661 
1, 811 
2,103 ...... 

115.000 .--- t,nt 
118,000--- ..... 
117,000 3, 444 
118,000 ·-·· 'aut 
$10,000--.-·· 4. 209 

120,000 •. • • &14 
121,000 ....... -.. Jl, 004 
$22,000 •••••••• _. .5, <&69 
$23.000- ••••• _. 6, 919 
~,000_ ..... -.. .. 384 
-000. ...... -- G. 8G4 

• • 6 • 7 

• 12 
10 
21 
2<1 

31 •• ., 
n .. 

100 
129 • 

' ' TaMe~ .bow-~ '" w1IJ ha .. so 
,., bl illdi-.ldul f:oooaM \Au~ ... ..au-, ... 
,.~Ot...-wd .. ..ct ........ Ualy 
...... llfiCICSod '0 ........ Itt I ..... \u 
pt..J1DCG-tL I 

...,.,.,_..._ .......... .--o. -
It=:~~ v ... ,, h..,~· J: wm U::.'\ 

o-r .. ·.·'t.:.! .. lll'.:'l't u&o.o . _ .... ....... ~,... 
11,600. _______ 

••-••oooo oo• ....... - ·····-·· 
11,800 .... - •• ··-· •-•••-••ooooo ··---~----$1,700 ...... __ 

_____ .. 
··--·--.. $1,800. ____ ................. . ---·-.. 11,100.--------·-----

n,ooo .. $1 
0,100 .. I 
$2,2110 .. • ::: I I • 40 • ...... .. • 13,000 ___ .. • ............ --·- 141 12 14,000 ___ .. 107 10 
14,&00 ...... --··· 200 22 
16,()()0 _ ____ ... m 27 se,ooo ______ ... as 
17,000----·· 010 62 
18,000----·- too .. 
sg,ooo * .. 
110,()(10.. __ I. 000 .... 
111.000--- I, 441 121 •== I, 701 ... 

1, 00'/ Ill . --- 2, 277 100 

115.000--- 2, GOt 217 
SIO.OOO--- ..... ... 
$17,000--- ..... 276 
$18,000- --- .. .., ""' $ 10,000--- .. .., 338 

$20,000 ..... _ _ 4, tl4(1 !71 
$21 ,000 ..... _ , __ •• 800 o106 
$2'2,000 ....... _ .. 280 ... 
$23,000 ...... _ _ ..... 478 
$2.-&,00C:L. __ t l02 ... 
10>000 072 ... 

Tt.l* ..C~~t how • ucb 1'011 will u,.. to 
Pl1 Ia bldiridiMII IMOme u.s. oa .....,. ADd 
..... --ol~at-aocltMIDO: • 
•dt:tp ....cltd &o ... u-. ltf.l I pa,...,. .... 

ManW...,... .............. ...._,T.,. -
uc::.,t;~ Y• wiUt....,.w. v ..... ...,.. .. 

.. r~~~~~lbt ':.":.=:7""r= .._ .... --
11,600 ...... n--••,.•-•••• ··-·-···· ··-· 11,600 ..... _.~···-·· ··-·-·········· --·-···· 11,700 - ----··- --·-· I1.,80CL ·-- ··-·--·-----ll,toO -- • 
12,000 
12, 100 
SU llO- -u,aoo _ .. .. .. $2,f00 . -
12-,fiOO - 12 I 
13,000_, -- .. 6 ...... --·-·· lOG • $4,000.. - 164 13 
$4.,600 ••• _.,_ ...... 208 17 

$$,000 ••• 271 23 ...000--.-·:::: 307 33 
17,000 •• - .: 661 46 
.18,000_ 717 .. 
$9,000_ ,_ 011 70 

$10,000--- l , 117 .. 
111,000-- - 1,1$1 ... 
11.2,000 ..... • 113,000---= 1, 571 
114,.000 - t.ll 7 
lla..ooo ___ t. 475 ... 
sae.ooo - ..... ... 
117,000---- ...... ... 
$18,000 - 3..518 ... 
111»,000- •• --- ..... 32$ 

120,000 ••• 4, 287 m 
$21,000 ..... :::::: •• 698 ••• 122,000k•OOO oooOOO 6. 118 m 
123,000 ....... -- ..... . .. 
12-4,000 ...... -~ • ..... 601 
$26000... ....... o.m ... 

, 
Tall6l ...... 1IIO'w ..... ,.... ....... .. 

,., •• llldiricltlal i:ftcoMe ~ .. ...a..,. ...,. 
_ ....... oi~.U.Uid \ ...... , ... 17 
,... ...tod CO iDCie*' &.a.l 19 11 lnrolw IU 
,.)"'ttlta.• 

ManW,... .............. ... ,.._, -

" • 10 

" 
210 18 

"' 23 
4113 •• ... .. 
027 •• 

1, 033 .. 
I, Ul 101 
1, 497 IU 
I, 714 Ill 
2,011 "' ..... 1 .. ..... m 
a,o11 . .. 
s,m .. I 
a. T41 ... 

Ill ... ... 378 
000 413 
m ... 
1!211 ... ... ... --
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"----------- November 6, 1941 

~ ..V.-. {,f .{.""\ V(-CL , ' ':-1 
To: Secretar,r Yorgentha~) ......(' ... ~~ U 

From: Alan Barth ___...-- /j.' ·' 'J /, 
EDITORIAL OPINION ON NON-DEFENSE ECONOMIES 

The aversion to waste being almost as universal as 

the aversion to sin, there is a general enthusiasm for 

econo~ in non-defense expenditures. The term "econo~" 

is usually employed without definition and without an,r 

frame of reference. The common demand is for wholly 

ambiguous objectives non-essential expenditures should 

be "cut to the bone" or "completely eliminat ed:". Indeed, 

the terms "non-defense" and "non-essential" appear to be 

used interchangeably. 

Editorial writers seem to think of the financial 

phases of their government in cartoonists • terms. They 

conceive of Uncle Sam as a giant spendthrift and, despite 

nearly a decade of education in the social advantages of 

federal contributions to t he national income stream, they 

are still prone to make no distinction between a national 

budget and the budget of an individual household. The 

Charlotte Observer offers a typical illustration o! this 

kind of editorial thinking : 

• 
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"The Treasur;y Department is ver;y 

considerate and thoughtful of the individual 

citizens of t his countr;y in sending out 

statistical information as to HC1ll 1!UCH THEY 

WILL HAVE TO SAVE EACH MONTH in order to have 

enough of their earnings to pay their income 

taxes when the time rolls around • • • • It 

the Federal Government itself would practice 

the same principle and rule of econo~ it is 

now so jealous (sic) in advising the people 

to adopt, and save a couple of billion of dol­

lars a ;year in its present non-defense spending, 

it would be doing itself and them, too, an ever­

lasting favor . " 

45 

There is rarely any recognition that governmental econo~ 

involves the sacrifice of governmental services, which 

may be of value to the taxpayer or which may reduce the 

burden of his local obligations. 

It may be significant that the most vehement demand 

for economy comes from thos~ sources which have consistently 

opposed large-scale governcental spending for relief, or for 
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other social benefits. There is a marked tendencr in 

current edit orial comments to regard the bulk of f ederal 

spending during the whole of the New Deal aa sheer waste. 

The goal commonl7 set b7 newspapers for reduction of 

non-def ense expenditure• ranges from one billion to two 

billion dollars. Vecy few of them, however, offer &Df 

specific recommendetiona whatever as to the sphere in 

which these economies should be effected. The Scripps­

Howard chain has been carrring on a aeries of editorials 

pointing out concrete instances of governmental extrava­

gances. It remarks, for example: 

"If you are married and have an i ncome 

of $2000 a year, your f ederal income tax due 

next lfarch 15, will be $60, which the govern­

ment may spend to provide a day' s ratione tor 

145 soldiers. And then, too, the government 

might use your $60 to bUT an executive eype 

swivel chair, upholstered cushion back and 

seat, mahog&Df finish." 

Berond this sort of minor nibbling at the two billion 

dollar nugget, however, comments confine themsel ves to 

vague grumbllngs about Passamaquoddf, the Flor ida Ship 

Canal, and the St. Lawrence Seawar . 

. ' .. ' .. . . 
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Tb.re waa a good deal of applaue for the Prealclat•a 

propoaal for merger of the CCC and the Ill, although a 

number of newspapers ~~~ggeated that the COIIplete abolition 

of both would be preferable. Of the two agencies, the 

CCC has been b;y far the more popular, and some editorial 

writers suggest that its functions ought not to be carried 

on under the auspices of the "radical" ;youth organization. 

The tentative budgets eubmitted to the Joint Congres­

sional Committee b;y Budget Director Harold D. Smith cam~ 

in for a good deal of criticism. "The impression created,• 

says The Kansa.a Ci t;y Times with apparent indignetion, "was 

that the whole accumulated spending of the last eight or 

nine ;years was both necessary and patriotic business. " 

.locording to The Times, Wr. Smith told a meeting of 

the American )bmicipal Association that cities of the 

country can aid defense b;y postponing or cutting down all 

expenditures that might compete directly with the defense 

program. It quotes him as saying: "The more restraint that 

is exercised b;y public and private consumers, the leas will 

be the need for direct controls from Washington.• 

~other words," the editorial observes, 

"unleaa there it TOluntar;y 8COnOmf b;y other people, 

Washington will see that it 1a enforced, but 

. 
• 
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what about an e:u.mple in econo..,. troa 'l'aahillgton 

itael!? What about ita apencllng, present and 

proposed, that competes cllrectl7 with defenae • • • 

and in view of all the new emplo11J18nt, r educed 

needs for relief, and the like, whf should econom, 

be hard for Washington and eaa;y for the rest of 

the countr;y. For the Budget Director ' s stu~, we 

would suggest the Scriptural injunction, ' PhJaician, 

heal th,sel!•. • 

Both the Secretar;y of the Treaaur;y and Senator arrd 

have received warm praise from the press for initiating 

the movemsnt toward governmsntal econom,. In this movemsnt 

there is seen b;y some commentators a return to the principle 

of Congressional control over the national purse strings. 

The Baltimore Sun, which has made the subject of non-defense 

economies one of its principal eclltorial objectives, makes 

this observetion: 

•The establishment of the Joint Committee 

on Non-Essent ial Expenditures • • • provides a 

sort of Congressional rallfing point around which 

the forces of prudence and econom, ~ group them­

selves. It represents a cheok on the unlimited 

cllacretion in budget ar;y utters which the Executive 

. 
• 
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baa enjopld !or 20 fears. It 1a a te~~poral'f 

check addressed to the particular phfsical 

problem arising out of tbe defense emergenc7, 

but it creates a precedent which mA1 have 

weight in future matters of the same kind. • 

Letters to editors, as wall as the comments of the 

editors themselves show a widespread conviction that the 

Government, in some respects at least, b spending un­

wiaeq and extran.gantq. Awareness of higher taxes baa 

heightened public diaapproT&l on this score. There 

appears to be no doubt that a genuine effort toward the 

curtailment of non-defense expenditures would enlist a 

higher degree of sympatbf for and cooperation with tbe 

defense effort. 

·-
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November 6, 1941 4 

The Honorable Heney lolorgenthau1 Jr. 

'!be Secret1117 o! the Tre&SWT 

ll,y dear llr. Secretary: 

I have been awaiting '!lOrd traa )'OU &e 

to when )'OU will have the in!orution read.7 
!or the consideration o! the Joint Co~ttee 
to Reduce Non-Essential Spending, eo that I 
ftlaiJ call a ""eting. 

Please let me know when )'OU will have 
t hia i n! ormation 1 as I should liko to call a 
""'cting short~ after next Tuosd~, Armistice 
DII,Y, I understand some o! t he IDOlllber s o! the 
Comnxl.ttee will be a•y until then , 

·.1ith beet wishes, I ""' 

) '-

. ' lo P~ r;. 'I .... . , 
.(_ 

I -
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Seor•t&r7 ~or&entba• 

)(r. lolt7 

Attaobed la a report prepared by ~r. BerDLrt•a 

o!t1oe to aulat you 1D TOur work •• a aeaber of tha 

Joint Senate and Houae Com.ltteo on eaa~. Thla i a 

aublUth4 1a aoool'duee with the requut 1D TOUP uao­

razulllll a! October 17 and 111 reply thereto. 

The billion dollar omulbua DAYigation and power 

procram bill whioh 1a mentio~d in rour memoran.dua baa 

no t aa yet baen int roduoed by the Houae RiYera aud 3ar­

bora Co~ttee. A report will be made on it a!ter i t 

baa bt~n 1Dtrod.uoe4. 

~ e ahall eontluuo a oloae oheek on bllla ourrent}T 

introduced ODd oo~ttee or other action on all billa, 

and • 111 .Ue lurtbu report. !ZOOI:l tlu to tiM. 

lla1t1ale4) 1. !. r., Jr. 

51 
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...,.. • •,.tetaUa rnuJC tn...a. 1, lMl -...1a tMH 

li l!!!1~111b ,, ••• pet ... ... I ,., I 

ft,t 111\ lltltw lal1 ..... u, .. , tf p!l'tlMat ,...Ul­

u4 the atatu et ~lla 1a the 7f\k Co11Pfn relaU-c t. .... 

4eteue e..,Ut .. a ,. p!ul~l• Uwnlta et .tau 1A aa .,. 

eooDtalt _., wldtll ~llla lllftbt tr alp\ laftbt .-­

&JiproiS..UJC $10,000,000 tr •"• Bteauat __, ~Ula la­

nhiA& lui• .-at. tf ••1 art 1a t1fttt •onell:-ptt• ~Uu 

1M therettro aonr pt N1flll ..-1\ttt .... l .... Ua, talJ 

bUb .Latrt4._.. Jl'itr to Sept hr 1 ~til ~tttta nperW 

out an iul'IIU(J· W.nor, !ll p!PtlMat ~1111 1atrt4•tA 1a 

::ept .. hr ui OtttMr, 1Nl, vo UoW. r.tan olleet will 

ooYtr a.w billa &D4 aUt aar aetloa on peDllDc bill a aa4 rt­

porh wlll lall.tt oll t1pl!ltUt tle"lt .... ta. 

So• ot the ~Wa lhtM are penapa parUall7, at loalt, 

of a 4eteut ohar&tttr, ~•t ban koa 1Mlue4 tt that .., 

error nul4 lit tao tf tnr-laeluelta rather thea eului-. 

In al41t1ta, tortaln bllla, aa .. tel, MYt auppart tf ~ 

1daln1etratlta ..a pPtb&bl7 vo •t, th!Ptftro, •~bJttt te 

•••~ r.a.otltaa. 

1 tlltu _.. ~1 tht Jvuu tf Atte•ta w rnttltl • 

eutataAilac ....&tftatt au\btr18at1 ... tf appretla~l• alae ~~ 

laa tiiUtH 1a tM 7etla Ctaenll ,. tM 7~ CtiiPfaa. 

I 

. 
• 
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1. Dille uh4 vpen prbr to le•.U.r 1, 1Hl, 

Hu.btrs H. R. 4 

T1tlu "To prnlcle •r• acle,uah eo:apenaat1oa fer .. rtala -
4eptnd•nh of Werlcl 'liar VlhJ'I.al, &a4 for tt.her plll'poau. 1 

h&tiii'IU 1'he pr1u1p.l fn\111'1 au•ua te be nteuJ. .. 

of p41Uloa pa]Ma\a te cle~Ddent •1 ... t, illllrea u4 pareah 

of cleoeu.a Worlcl 'lv leteJ'I.al I' daat 1a the ... -.r u 

b" beea cleDI ftr nten.ut of tth•r _,.,, Tba r•pert of tU 

Veteran~' 14aln1atra\1on OD \ht blll (repr1att4 la H.R, Rtpe 

No. 381) •ucc••t• the .. aaurt 11 a TIJ'ltt1on fro~ the or1g1aal 

a;proaoh to the penalon prob1 .. (!a!v tlse of worlalea'a e..,.a­

aatlon atanclarda rather than pure peaelon atandarcla) a•op\11 1a 

relation to the r.er14 War Veter&~~.~. The MIU.U. peaalon uacler 

lhe blll for a w1clw IJl4 ehllclran would be $58 a c;oatb. 11 

re•eal ea br Report Jo, 181, tuera, the l eteraaa' Adalnletrat1 .. 

eatlm&tacl t he flret rear ... t woulcl bl 22,288,000 with aubat­

queat ooeto create•~ 

Stat111a r UIN Roue Juae 16, 1~•1. Roferracl to Saute 

Co•J.tloo 0.11 f1111.110t 1 J1m1 19, 1~1, 
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t;U!Abert U. R. 418? 

Title! •to extend the beuetlta ot t he l et of lugaat JG, -
1935, r elatinc to Federal aaalatanae in the aequlaitlon ... 

devclo;aent of State for. ata to oountiea, aualelpalltlea, 

atd otbar polltloal au~vlalona.• 

Featurn1 Autborl&n not eu~e4iq $10, 000,000 to be 

arpr~prlattd , with t2, SOO, OOO ll:.tlt par 1•ar1 to anht Statu 

ln aoqJirinc foreat areaa. The bill modi tiaa l et of iuguat 2i , 

l J35, by lncrculnn the authoriaatl on and nttnding the pn­

vlaiona to politieal aubdivlaiona of Statea. 

!; ~atu11 !;fported from t ouao Coardt t ae on Agr i culture 

.rune l J , l ll4l e.nd now pendlll8 ln the llouae. 

:.uwbert il. R. ' g37 

Titles •1o -=end an ~ot entltle4 'An l ot to authori&e -
LO &1 ~roirlatlon for roada on Indian r oaervationa•.• 

Featureat lut~ori~e• appropriat ion• without apeel!le 

li~t for conatruotion or roada on Indian reaervationa with 

purpoae t o expand ueefulnen of funda authoriatl b;r niatlDc 

law. 
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atahaa .. J*'\M z.. 11, lNl, r,... c..lt'" • 

I_,laa Attlira uA 11 ..., .. 14Uc 1a ..... INt ..... u, 

,. •• •••• wltu•t Jli'IJ1111" O.taNr 11, lNl • 

..... lolW. 

Tltlet "Te ,...U. fN ... ,.,..u •• wlth C.atral berl .. -
,.,-uu 1a U.. .... tnetlu et the Iater-berlean Rl"""• • 

r .. tu,..,. .-o,ooo,ooo ntUrlM4 ter ...,.,..u •• 1a u.. 
eoutnet1• et tu later-kepi-. RlaJ q 1a .. rtala Cqtral 

A..rl111 r •puhliea. 

Statue P&IM4 S.•te JfaT 16, lNl. faftnilJ npertet 

b7 RtiiH Co.J.tt" •• fenlp .ltfalre aa4 pluu •• ...,.., 

oal ellllar. Moat rttntlr ,.. .. , enr wltkea\ P"J.U .. Oetew 

21, 1Nl. 11&1 I!Jrw! •t r.-.1 ... , ul ... u4 .. ~ ..... u 
u State, tdUth Dlpal"-at appeue te ba•• Mia the plMlpal ......... 

! .. ,. •• lNO 

uu.. 'Dit .... llt , itt •t 1841 •• 

~. ' . 
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Yea\.ureu 1.1 au.a.4 ~ lo11M thh \111 •• ~ ... 

~110,000,000 for aao••• ..ada, fllcht atrlpe, ..a aarr•11 

ana plena ln a441tlen te DD~l hlehwa7 aathtr1aat1oaa. 

Statuu The bill 1a in Oln!tHDHo !h• t.lrat lapetu 

tor tbia leglalatlon e-.. troa the Y?eal .. nt wha, hGWtYer, 

Yttoea a preTloua bill beeauae of ••rtala aa4ea1reble pork­

barrel feeturea. The preaent bill 11 an attempt to ... t 

the ' ' ''oua tor the rrealoeat'a ••to while atlll retaJ•'ac 

u auoh J.Ork-barrol u poulblto 

B. Bill• whloh on ?JoftlOibtr lj 1941 hne aot beta aattl 

~ 

numbera B. R. &68$ 

Tltlea -ro aut hori .. the Fe4eral GoTera.~at to tontrlb--
ult tuada in the lapronJMat of a ~totloll of the lie• Tort 

~tate &lr&e CJA&l.• 

Feature•• Seo. 2 appropr i ate• tso,ooo,ooo, er •• ~ 

lhereot u :may be n~t4ecl, !or 1mpronJUDt ot lin York Stato 

~•rge Ca.nal 171ha troCI Thl'•t lUnrt I olAt to the Nlag&H 
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Rlftl'. See, 6 proTl(ea ,.~Matt .tar Alt 1A aa, fiNal 

.,.., ahall Dlt eu..t appnprlatt allee&Uea t .. uq 

&llllu&l ... .., Dtpll't.Milt ApproprlaUoa Alt. 

5? 

Sta\1111 lllu.4uet4 &tp\ellller 16, l~ b7 Iltprt~edathe 

a.ltti'J rtftl're4 to Rtutt C-tttee u Rhtrt 1114 Rll'befoa. 

~... a. a~ 560. 

uu.. "Tt pndu fer the u.,. .. l ot lllrplu epitv.l--
tural ..... 41\1••·· 

f'tatlll'eu Trope•u to Unrt illport 4uu .. te f1-11tc 

ot export of 1urplua agritultural tl...alt1••• 

Statua1 Iatrodue4 b1 Reprtltatathe ColU .. Stpthber 

15, 1g41, aa4 reftrn4 to tu Co•Utee ea "•1• 1114 lltau, 

&uaber• B. a. 5688 

fltlu •to l.Mruae the a:.owat tf tuad• aftllablt t• -
t he dllpo11l of tlll'plu ac;ritv.ltunl e-oU1u. • 

Featur111 Prtp1111 that 100 per oeat ef gro11 rtH1pta 

boa eutau htlu be appNpr1ah4 tub filtal 7111' te !a­

orta•• tuada &Tillable fer the 411ptatl at 111rplua tcr1tult111'11 

•o.Klu ... 
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Statue Iatnl ... ~ .. ,.. ... tau" '"lrh Sopt..._ 

11, 1~, 1M nf..,... ta tM c-ltte. .. &pl .. lhn. 

au.MFI B. lf 5811 

Tltltr ..,, p,...to tho &•Mftl wtltan ef tllo ~au .. ~7 -
prn141ac work oa pblle pnJoob to )Ortou la Mel ef _. 

plo~11t, ul for otur ,...,. .... • 

Foahr011 Pnpe ... onatlea ef PUllt Ytrb PNJMb J.l­

ala1atrat1oa aa eceao1 h P.Unl Wene lpMJ' to hlU (oto. ) 

publlo worko ul to .U plau fer a •r .. en.O~ et peJeoto•. 

l rpreprlatloo 11 autborl..& ef ~ ea.. •• aro .... ...., to 

O&l'l'J tilt tliO pN'dll .... 

Statu.: 1Atn41MM b7 lltpnMiltatho VeoJ'ILle O.tobor 10, 

1941, &D4 r•t•rrol to tu Boueo C...tttoo •• J.i prtprlatleM. 
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Ulii1'Il> ST.U'ES SA VlllGS J!ORI)S 

Co_.-aUYO Statuent o! Saloo Duri O& 
Pt.rat .loW" Buatne•• De,ya of Septube.r, Oetober. ud lo•e&be.r, 

( Septeaber 1-5, October l-4, BoYeaber l-5) 
1941 

Ita 

S.rieo m - Poot otfieee 
S.ri .. • - lluke 

S.rieo • - !otal 
S.ri .. J - llaDke 
leriee ~ - lluke 

!oW 

On J a oio of Iooue Price 

(AIIounto 1n tllouoando of dollare) 

I alee 
Allount of Inor .... e 
or De0£1!1! 1-l 

Jloyeaber I October 
1 :Wonaber 1 Ootober Sept .. ber o••r Oftr 

Ootober 1 S.pteOIIIer 

* 6,631 $ 6,71K> $ 7,210 -* 109 -· 470 
9.682 10,8()CJ 11,547 - 1,127 -~ 

16,}13 17.549 18,757 - 1,236 - 1,208 
3.1191 3,8}0 3.574 339 256 

24.291 25.318 26.632 - 1.027 - 1,}14 

$44,096 t46.697 $48,963 - $2.6o1 -$2,266 

Office of the Seoretarr of the !reaeury, DiTieion of Beoeerch aod Statietioe. 

Perectap of Iner .. ee 
or Deer• .. • 1-l 

I llonabar I Ootober 
OYer o••r 

I OoWotr z IGtwbv 

- 1.~ - 6.~ 
-~ - ...!...:,; 

- 1.0 - 6.4 
- 11.9 7.2 
- ...!t...! - ...!!.1 

- 5.~ - 4.6. 

Soveel .U1 fii'U'eo are depodh with the !roaouror of the 11111ted l tatoo on account of proceed• ot 
ealee of Vnited Stateo laTinp Jollde . 

llote: liiW'•• ha•o been rounded to near .. t thowo&lld all4 will 110t neceuar1l7 add to totale • 
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S.Z.l ... 

• 1,017 

• 6,63]. 

61 

UI'JDD ftjDI I.LTDOI 1011111 

Jlail7 llalee - IJoY•Nr 19111 
0.. ...,1• of Iene Prioe 

( Ia \llouu4.l of &ollal'll) 

lul•• a hrlee 7 lui•• 0 S'o~ 

• 1,750 • 567 • ~.201 • 6,511 

lerl .. a ler1•• J lerlae t 

• 7.535 

D11r1e:loa of a.--.roh u4 1\&UeUoe, •• 7 II' 

levoal All ftcvee 111't1 t.poel\e wUh 'boo S'rean:ter of ~ Vaitell ltatee oa -i at prooeeb at Mlea at 
1la1 \ell ., .... ~ ...... 

IJoial ~· llaft liHa r~ io DMreei ~ a4 will aoi aaoeeMrtq .U. io io~e. 
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loTember 6, 1941. 

TO: Secretar, Korgenthau 
FR£1(: 1fr. Gat ton 

llaer Ire7'e office receiTed 
7e1terd&7 thirt7 report• troa 
F.B.I. oa detente o&ndidatet tor 
e11plo7JUnt. In the ouu ot 
twentT-.. TeD F.B.I. reported -ro 
record.• Information troa their 
!ilea waa giTen in three oaaea. 
!hete &re the tirat reports ot thia 
ltind ainoe aid·J'ul7. 

-

~· .: .. ~~ Regraded Unclassified
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"f dear Ill'· Seoret1J'7: 

R.111ipt b aebowleqM of JOIIP letter of 

llonllber 3, 1~1 (Tour reference (SC).l7•5/E'T, S.rial 

63 

~o. 01136716), wherein JOU 1tate that the WaT,r Dlpart..at 

couidePI appropriate tor the purpo11 1ntellde4 the pro­

polld Enoutln Order authorhing the Depart.at ot the 

Tr•••wrr• 1n furthlranoe or national d1!en1e, to delinr 

to other GoTernment depert.ente or agencle1 of the U.it.a 

Ztate• article• ln lt• po11e11ion whi c~ a&J be ot lntere1t 

to euch depart..nta or ag .. eiea. 

VePJ tPillJ your., 

SeoretOPJ o! the Treaaur,r. 

The Honorable 

The SeoretOPJ ot the 1laT,r• 

JAG:t•g 
11/5/41 

./ 
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THl SECRETARY OF" THl NAVY 

wAeH I NGTO H 

(5C)&7-S/IT 
SeriAl llo. OU)6116 

Sir1 
.. 

f..eference ia llllde to contidenti.a1 -randla of 
Auauat 20, 1941, t'rolll !.!r. Sa&uol Klaua of JOur Dap&rtment 
to Co.-n<~er t'oaltett o! the Office or r:aftl Intelligence. 
!'.eference 1a &leo ..a. to cont1dent1&1 ...,rand._ of Aueun 
28, 1941 hoa !tr. Klaua to IJ.autanant. ~tackal.l of the Oftice 
of Naftl Intallig...,e, trana:l.tti.ni e clratt of a proJXIHCl 
a:~utiw order 11hich would pel"'lit the Dapart..nt of the 
tre&1Nr7 to deli wr to other C-oftnment aeenciea such artic1ea, 
Ca.inc into ita poaMsaion t.hrough ita Custoou Serrlce or 
other Bunaua, as are of int.ereet to the nat1on&l defense. 

! t 1a rq underat.and.in& t.hat thia proposed order 
baa been rerlsed in accordance with su~etion. by repre­
aentat.iwa of JOur Oepartlllllnt, the Dirleion of :.aftl I ntelli­
~"'"e and the llilitar:y Intelligence Oirlsion of the iiar 
Dapart.Mnt, end embodies in wbstance the ...,.ndment SII(;-

E .. ted by the Secretary ot •~tar in his recent coiiiiiWlication to 
you retarding thia """' subJect. l'here!ore, s ince ouch arti­
clea are !raquentl7 of definite Y&lue !rom the standpoint o! 
Knal I ntelligence, and in new or tt.e •creed upon ehanees 
which ware incorporated in the order, t he Kavy Department con­
aidAira t.he propoaed executin ol'<ler to be appropriate for the 
purpose intended. Aa a matter or contin>ation there 1s en­
cloaed herewith a copy or the proposed order. 

I belie.a that this letter rill obrlate the 
naeoul t7 or haYing this matter referred aeain to t he f'.avy 
t.epa.r1.Mnt b7 the Bureau '>! the Blldaet. 

Re•pecttully, 

The honorable, k r uuk Knox 

l'he Secretary of the Treasury. 

64 
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.t.IITHORIZING THE TIWISFER OF CERtAIN PR>PJ::IITI 

BY THE SECIU."UP.. OF THE TREASURr 

65 

8)' Tirtue ot the authority vested in M a• President ot t.be United 

States and a • Co~r in Chief ot the Ar.;r and Navy, and in the 

i nterests ot national defense, 1t ia hereby ordered that the Secretary 

or t he Trea sury, 1t be finds that the i nterests of nationAl defense or 

the prop.1r execution of the laws or the United States or of &JV rule or 

r~L\ll&ti >n i s sued thereunder will be pro.oted or furt hered thereU,V, may 

and he 1a horeby 3uthor ized to caus e t o be dolivered t o an7 ?ther depart-

ment or • l e noy of t.he United Statee, or offi cer thereof, upon such tel'lll8 

Loti condi tiona u he dee11a proper, any article or property in &JV way 

duUned to a point outside trooo a point inside the United States or froa 

a point outside to a point inside the Unil.ed States or deatined to or trooo 

• roint \n any Terri tory or ;><>ssession, or in t ne Canal l one or the 

:n1l1p, l na Islands treo or to a point outside s uch Territory or ;>Ossessi on 

or t he .:anal Zooa or the ?>Ulippine Islands, whi ch has he retofore or •Y 

r.• reaft or c- into the custody or ;><>ssosaion of t !'te officers of the De­

?" rt• ent o f the r reasury or or any bureau, office, a~ency, or divis ion 

t nereor . .lrQ• article or proper ty eo delivere d shall be ret urned forthwith 

t o the -"'p&rtment of the : reasury upon r e.tuest by t he Secretary of the 

·. Regraded Unclassified
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ot war or the Seoret&17 of tile lla'l')'. !be Seoret&!7 of U. fNNUT ~ 

deeipt& &lJ:I otfic4Jr or ~ of U. ~ of U. r. ... , to 

act to .. hia in oatT)'1nc out the prorlalon.e of tide order, and the om,.. 

or -.pl~e ao dealpt.d aball heft aU the ponr and allt.borlt;)' .-femld 

by t his order upon the S.Oret&!7 of the Tre&n1'7. 

Section 2. '!'he te,.. • Unlted Stataa• aa ued 1n a eaographioal -

1n t l\ia order ahall not include Territories, poa .. eaiona, the canal loDe, 

or the Philippine I alanda , 

, 1941. 

~ • v .. . . 
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111 dear Ill'. I'Nel._U 

ft- h ftll_. ll....atll, ,. ,.... ~. '" ... .... 

_.._.., to •• au-a ,... a..uau ... -.r tllo ~.~~ ..... ,... 

!t"'• nh of ••-1• ,... tllo ~ _. Ill......., et ~'" 

or Iotla-U o •teaotu, • Otllor .,...._. c..., ,._. wttll 

)'WI" oppN'fal • ~!" It, 1MO, ,.r-t .. tM aa\Mrl• at 

oonloa 1, !l Uo II fill '"" "'-' et 1- 11, 1tU, 40 fta\. ~ 

IU. l . C. U Uo 10, ••· 1tl), aM rou' Proel-U• of 1- P, 

'ftlo ,....,. .. of tllo ,..,.. .. _.., .. ., •• , la to •tallll* a 

toi'IUo , .. , ..... ••- '"" - -• te U.O kl'• fto .- wlU 

o por1 ot tllo Jolat "- ... ·~ plea tor tllo .. , . ... of -

oa'Oi p U aa 111 '"" -.rtll -lea at U.O ..nrtu .. - _,. witll 

" " ,. ... aa!• of u.o ..., .. u fill tllo port. '-1• ..., -• •• 
Nl\rleto• .- -.1}' UlftiiP \loo -\ll SootS•• ..... ._...._._ 

.., ~. onetM at .., tua Sa \lla -\ll SoaU• lent ..... ,_. .. 

·· ~·· Regraded Unclassified
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. '"" ... ,, 
.a~ ....... 
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lla..t) ••• ,.... • 
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-·-·-··---....... -
•=~~j• ........... --... ---

...... -•••=.--sa••--·•• 
•·-_. ••u•••• • ....... • w ==e 
··--·~· .. -- ............ 

•• rt .... M'OnUr Ill' ' I Ia lllf1rt l, tlU. D 

.... .._. .. ,_ u • .,, ...... • cw.a.e. "* •· 
- lll) 1 ... a .I 11 Hrt &-e ,_ •• lMI (I J'.L Mat) 1 

.. IIIIM .. -...a-u.. ._ .. tz a ..... •~ .,. fl/l 

·ume .... 'eM• .. l&rt -· fl/l n ?..,. • 'liD u 
......a. - ... a I M ...... SS I • Ill l •• lMt 

, ..... .a~,- ... , •• a..- ...................... -Nl-1 

I t.M C•t u ...... • 1'M•• .. Nlr''ll :rts r a at • 

• t.a.e easrr , tst 
I' 9 

• • • , ... • 

• 
• 

• 
(rt) ts 7 g= 3 I eur 'I! 

2 2 ......... 

• • 
• • 

... 2 22 ·~ ..... 3 ,_ ......... _ ... 

~ ................................. . 
U M:A0r I tr I aM .&c ... - Mlilllllal 5 &*I7F 

.. - ..... p .............. -·-- e~.-..-

.. ,.. .... - .............. lUI?--,_ ..... , 1111 ... 111 , .. _.,_,...,.. ................. ,., ... , ... 

.-e.- .......... ~,,, .. -·., ........ - .... 
u.litt C~ -·, .... ,_.. - U OITT IUMI (a) ., , I,M 

,.e. ,_ .t.61a..tls-~· aw - le Uft .. late • .... 
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1 111w .. e -- IF I'IW IFf' e Urlrl • 4 ..... -.•, --· 
""· 1 ....... ,_ Alt! .... _ ......... --- ,.,, .... 
,...._ .. 7 ...... 

Ca&l .. _,_... ._. 1 Ill Ia IIAIIl .... -- .-& 
.................. 11 ......... , .... .. .. -····-- .... IWI Ycnae..u_ .. ...._ .... ___ .. .. 
.. .... 1 r?lw .... -'1..._ fll ~..-.a .... -' 
• # le fll ..... ·-.. ·-· - • 1111 ..u •• .. - ..... •• ........................ , ............... .. 
-···---- q' , ..... .... 

l&.t t a .. It e r ••I ... 1 aa 1w ,. •• _ 11r 
1• en -.. C•lllll u til a•" 1. 

IJ 1 I fll .. 'Ill I •• 

••• ') .... ,...-. ari ....... 
'l'bo 101Ute Hou. .. , 

liM • 
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•oveaber 6, 184l. 

~1 dear Admiral Waeacbe1 

I thank you for your note of the 3rd and your 
thouchtfulneaa in paying a farewell visit to • • 
yesterday. I have enloyed c reatl y ~ wor~ with and 
for t he Coaat Guard and 51 i nterest in i t baa not 
ceaaad wl tb i h temporary d 1 vorce froa the treasury. 
I hope it wlll eoon be back. 

As for your own record aince 1 racomoended you 
for appointment in 1936, you deoorve r ichly the appro­
bation: Well dona. 

To you and to t he officers and men of the Coaat 
Guard I extend my hearties t " iehu for ;;ood fortune 
in the work thn t 11 ee e. head. lly confidence t hat all 
of you will be true to tho bee t traditions of the 
Service i a co~rlete. 

Sincerely, 

tl!_.l l o l crtfttMso lh 

Secretary of the treasury. 

Rear Admiral Ruaeell R. ~aesche , 
Co~~ndant , U. s. Coast ~uard , 
Waahinct on, D. c. 

.... 
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TREASURY DEPARTMENT 73 
I NTER OFI'ICE COMMUN ICATION 

TO Secretary W.orgenthau 

DATC bt I /. n- - ., , f --1-/ 

,.o .. z. J-i , Foley, Jr. 

There have been received by air mai l a report 

fro~ Robert Chambers, Chief Counsel, Bureau of Cust oms, 

and a report from Customs Agent Reil l y, both d&ted 

. ovember 2, 1941, with respect to the case of Customs 

Guard John K. Yeung . Yeung is charged with second degree 

murder for the shooting of Lt . Connell y on September 22 

at the port of Honolulu. I spoke by telephone with 

Ur . Cha'llbers on November 5. The following poi nts appear 

f rom the reports and the telephone conversation: 

(1) The Federal Court h&s granted a continuance 

and has set the case down for trial on November 13. This 

will enable witnesses to arrive from the mainland and the 

Customs investigation to be completed. 

(2) Yeung's private counsel, Mr. Espisto, made 

t ·11o :notions which were denied. The first motion requested 

a quashing of the jury panel and the assembly of a new 

panel . The motion was based on an allegation that of 

Regraded Unclassified
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40 juror•, 81 wre *!te. tu nuaber of *1te1, 1t •• 

u11rted, •• out of proportion to thell' nuaber 1n the 

population. 

74 

Thl "cona 110t1on •• 0111 for a change of nnue 

to another of the ial&Jlde. Thll •• b& .. d on u allegation 

that, due to Ullf&Tor&ble newapaper reporta, the defendaJlt 

could not aecure & fair trial in the Ialud of Qlhu, 

(S) It now appear a th& t the U.:, ud 11&17 

peraollllel are g1T1ng Jlr, Chaaben &Jld the CUitou inT11ti• 

gatora full cooper&tion. Hownr, aow difficulty' ie atill 

being had with the loCl&l .pro .. outon &Jld the local pollOI• 

(4) It appeua thet Yeung h&a, 011 llftr&l prior 

ocouiona, had difficulty with the Honolulu police. In 

1936, he na urnted for auault and b&tteey on & police 

officer &Jld fillld $16.00. In 1937, he •• arreat1d for 

dl'Ull)cellJlln aDd fined $1.00. In 1938, he •• arreated 

for loitering, but the charge •• atricun. .&.ccordlDg 

to the police recorda, Yeung beh&nd Tel"[ badly ud uaed 

unaeeming l.&Dguage at the ti• of hia arre1t for loiter­

ing. Yeung'• peraollllll file ahoWI ""'"1 eXt.lllplu of 

I 
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clltfloultlu with people on the p1tr1, 11hioh, hownn, 

are aatlat&otori~ uplaiad nn tor ou oooaaioa 1a 

1981 when he •• aur~ to a auperior in the Cuat0111 

servioe. 

(5) .lnother eye witneu haa b11n found to the 

shooting. He h a deaf .ute DIMi .Ah !Cia Yaa. Beoauae 

ot hh clleabil1ty, his teatillloDJ •• elicited onl7 with 

the greateat difficulty, and that clleability •Y rednoe 

the nl.ue of hh teatilloDJ for court piU'POIII• Hownr, 

Yam atatea that he saw Lt. Connelly atrike Cuatoa~ Guard 

Yeung. 

(6) The city phyaician examined Yeung on the 

day of the shooting and found no evidence of a blow. 

However, four other doctor• of apparent~ good repv.te 

exaained Yeung on the following day and found def1n1 te 

evidence• that Yeung had receind a blow oa the jaw. 

(7) The United Statea .A.ttorney haa not yet 

decided ather he will reprt11Dt Yeung, but will decide 

on that point after he haa received a full report from 

the Cuatoma inveatigation. Kr· Chambera atated by 

• 

/ 
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telephone that, on all the evidence, it h doubtful 

whether Yeung will be acquitted even if he gets a fair 

trial. Furthermore, he pointed out that there is a 

strong local feel ing and racial feeling involved. 

·' . 

. 
• 
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TO 

PROW 

TREASURY DE~ARTMENT 

1,.,._11 Ol'l'1a COMMUNICATION 

Secretary Vorgenthau 

Vr. Pehle 

You will be interested in the attached 

item from the New York Times of October 25, 1941, 

on the Lati airline. 

77 
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J' .;..:t.o\... : _; , 1 .. 4.1 

ARGENTINE BLOCKS 
AXIS AIRLINE FUEL 

Halt In Gasoline Sala to Loti 
Expected to Cut Off Its 

Buonoo Alroo Flishts 

PART OF EUROPEAN . LINK 

Action Emphatilts Prcx:ess in 
South America of Endini 
German-Italian StrvicH 

\ 
.., .. , Caak .. .,.. JC" .... Diu Tw-­

BUE.'<OS AlRES, A.-gmliaa. f' 
Oct. 24-Tb• .sumo. AJ..ru.Rio .. 
JaAtb o Unk ot Ute lt.ali.u L&U 
Un~t, tM AJd.l a1t eonn<tetion • I 
'""'"" thl.t ceon.Unt.r~t a.nd EU:ro.,_, 
appeared tod.,. 4Htincd to tarl)' , 
uUneUon.. In Yiew ot a noUee I 
Mrved on LaU by Yad.m.lentot Pe· 
trollltrOI i1.c:al'a. lbe Arlt.nUM 
Oove.:rnmtn\ Otllfeld• concern, that 
tn \111 tutur~ n vloul d be unable to 
dt!lh·er avlaUon auoune to lhe 
line. 

11\e only other poo.llble I!OUJ'CU 
at 1\ipply are Amef1ean a.nd B:rit•1 
llh on eompanlea. a.nd they ba'-e 
n'fli.Hd to .en to the Axla. . 

Arcuune Ollntlcb •tated that It 
produted only about a towt.h ol 
tbe amount or avtaUon c-uoUne re-­
qulrtd by the !1)'trlc: ~ ot 
lbe Af'C"tntltle A..rm)' &lid NarJ and'j 
~w not ...,.., Ul7 lor a -fordp 
eom.merd&l alrtlM. 

11M ..,., &Ad n.ayY bue u. 
a'Dout 100.000 pJJocu. ol hlfb~ 

1 
tane ,...,..._ a IDOQtb. A.bout ~· 
000 p.Uou a JDOntb ~ prodUC'e4 
locallY. and that Ja.rctl)" w1tb lm· 
porl.cl materlal1. About 4,000 p1· 
lon.t a. month bad bee:ft• aold to 
Loll. 

Latl I• und.trltood. to ha\·• a 
llOtk ot a.ooo ranan• heR, or 
l'nout·h to OPfrllt ita WH.kly RIO 
de J anei ro-Bueno• Alru .en•loe to:r 
"1:1<1\'t two monthl. Unltn by thal 
tlm1 H t ·an rtpltnllh Ita 1uppltu it 
v.111 probably h&\'e to Interrupt the 
wrv1C't . 

Dutlnc OM yur the r.nUn6e cd' 
Axif..clofttrolled airlines ia South 
A m~:rtu h.u betft cvt from 22.000 
to about 10.000. Pu'u. EcuadOr. c~ 
klmW& and BoliN b&W: f'Um.l:oattd 
comiMt'dal air tiU"'icH nm by al­
nuatu 0( tbe Gc.rman Luttha.tlu.. 

'!1M tbJd rematnlft&" Alda<On­
trolled u.n. on the eon·ttM.nt t. the 
Ot.rman.. Condcw •yndleatt! of 
Bruil, whk.h MJM thrH main ttrv-
1«1 from Rio de J&Atiro. One runi 
north to Para; another we-at to~ . 
IIvia, wbtre IL ton.n~t.t wtlh Lloyd 
Aereo Boltvia.no. and the thlrd 
•out.h to Montevideo and Bueno~ 
Atru and then aerou to Santiago, 

1

0\llt. 
IAU ~fU a three~}' MT'o'lct 

betwetn Rome a.nd Rio de Janeiro 
In Oecem.bu, lt3t. now opuating 
Wt\.h one plane • Wetk each way. 
ltariJ t.ht. year LaU (Cit a pennlt 
from the AI'(UIUIM Co\·t:n'ln'loeftt to 

, otM4 the lliM . to .8lwK-. Ai.ra 
aacl •t.a.rted the: Mn1ee Jul)' 20. 

78 
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0!' llil'l TORJC 

Uonaber 6 0 19~1 

DeAr Mr. Secretary; Attention: Kr. H. Merle CocbrRn 

1 aa eneloalng our eolJ!)ll.at lon for the vee.k 

of the Brlt lah B~\re ~nd ?reneh aee~t• at thla bank 

""<! t he roe•.,. b;t vhich theu expenditure• vere 'inrnced o 

(signed) L. ~0 Knoke 

L. II o il•olce o 

VIce Preo!dont o 

Honorable Renr1 Morgenthau, Jr ., 
SecretAry of the Treasury. 
•••bln~ton, D. c . 

Sncloaure 

Copr:oc:11-1?-41 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

X 
\ I 

I 

DAn November 6, 1941 

TO 

r'AOM 

Secretary Kor genthau 

a. D. White 

Sub ject: Attitude of British Exporters to British Export 
Policy Under Lend-Lease 
(Digest of Caaad&y'a l etter ot October 17, with 
comment.) 

There is an underlying anxiety among Bri tieh traders 
and industrialists oonceming the ultimAte etfect of 
Lend-Lease upon British export trade. This anxiety is 
reflected in the r e cent queationing in Parliament, and 
1o co!ll:lente appearing in the Preas, 

The Presa hae commented on the ditticulties tacing 
the Br1 ti eh export trade and h ae endorsed the demand a 
that , where possible, steps be t aken now that will help 
preserve or revive post-war markets. The newspapers 
point out that a.tter the war not only will exports be 
n:ore than ever a vi tal tactor 1n building up the Br1t1ah 
national. econOJ!X1, but they will uso be necessary to pa:r 
ott the Lend- Lease obligations. 

This apprehension telt in Britieh export circles 
concerning the t'uture of the British export trade is 
catched by a corresponding anxiety on the part ot 
American trading groups who tear that cantralhation ot 
purchases in the United States by Britieh countries mq 
have an adverse etfect upon their post- war position in 
these markets . 

(Clippings are on tile in this office.) 

• ' . 

• 
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Dear Mr. Secretary : 

EMBASSY OF TH£ 

UNITED STATES OF AMERICA 

LOIDOI, October 17, lQfl, 

?hia ie on the aubject ot attitude• toward Britiah 

export polle)' aa u :preued in the Eden Memorendl.llll . 

• • 

84 

On two r ecent dare, October Q and l f, queat1ona ha?e 

been aeked in Parliament concerning the ettect ot the 

Lease-Lend Act upon Br1tiab exports and export pcliC)'o 

Thia tact, when account ia alao taken ot recent preaa coa­

ment on the aubject, euggeeta that there ia an underlrtng 

anxietr on the part ot trade intereata concerning the 

ultimate ettecta ot the preaent pol1CT upon British export 

trade. 

Government apokeemen, aa well aa newspaper ooaaenta­

tora, have been careful to reattirm the principlea or 

the Eden Memorandum and to point out the hea97 obligation• 

ot Britain to the United Statea. In the Bouee on OCtober 

lf, Sir Andrew Duncan in r epl)'lng to a M.aber 1 a queation 

aaid, ... ha?e to conaider the auaoeptibilitiea or the 

United Statea in these matters, ae wall •• tbe proper 

return wa should make tor the invalu.able help the)' are 

rendering to ue now•. Be further aa1d, .. inning the war 

auet be our paraaount talk. But eo tar ae ia conaiatent 

wi th that and with our Lend-Leaae obliga tion•, e?er)'thing 

pouible will be done to preaeMe marketa tor our poet­

wa r trade•. One M-ber replied that, except tor winning 

the war, tbia queet1on ie more important than &n)' other. 

Mr, Harcourt Jobnatone, Secretary ot the Departaent 

ot O?eraeae Trade, ia reported in the Mancbeate r Guardian 

•• atating that export• to the United Statea atiii con­

sidered necenary b)' the Department include whiake)', 

linen, certain cotton epecialt1ea, woollen goode, apparel, 

leather goode, akina, raw woql, ti.n and earthenware. It 

?be Honorable 
Benrr llorgenthau, Jr., 

Secretary or the Tre&IUI')'' 
Waehington • 

.. ~-...... 

wae 
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waa iaplied that all other axporta, to the UDited statee 
or elaewhere, will have to be aeverely rea tricted to 
thoae ebaolutely esaential to the receiving countrtee . 

Several newapapers, including The Times, the Xancheater 
Guardian and the financial preaa, have commented recently 
on the ditficultiea racing the export trade and have dia­
cuaaed the importance or a poet-war revival in t hia trade , 
One paper pointa out tha t poat-war exporta are neceaaarr , 
not onl7 tor the aake or the exportera, but to help pay 
orr Lend-Leaae obligationa. 

The tone or preaa comment generally ia that while 
axporter a underatand the neceaaity or adhering faithfUlly 
to the policy or the Eden Memorandum, they are quite right 
In viewing the post-war period with aome apprehension 
and, where poaaible, in taking atepa now that will help 
to preaerve or revive poet-war marketa. 

You will find enclosed a duplicate copy or thi a letter 
and or tbe clippinga. The Ambaaaador auggeata that one 
copy be aent to •r. Dean Acheson, Aeaietant Secretary or 
State, Department of State, Waabington, 

Sincerely your~, 
~ . ' ~ ...... , .•· ,., . ..-

L. W. CASADAY 

Regraded Unclassified
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Treasury Department 
Division of Monetary Research 

-
To: Seereta>y llorpnth&u 

From: H. !>. llhite 

86 ""' 

You may poaaibJJ be intareatad in 

glancing at tho IIWIIll&ry ot tho propo""d 

trade agre8l!leDt with tho U.K., particularq 

tho last paragraph, p. 2. However, tho 

agrecent is at lll.leb too early a stage 

to require your attention at th1a t1• . 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OFFICI! COMMUNICATION 

DAn llove:ber 6, l94l. 

TO 

l:r . souttlard 

Subject z Trade Aereements Committee consideration at the proposed a~reement with 
the Ullit.ed Kingdom, llove:nber 4, 1941. 

The Country Cooloittee presented Schedule I (our requests frao the 
Ullito<i Kina:;do:a) ano called attention to the fact that our offer s of 
concessions to the OUted Kingdom in Schedule II appear to be distinctly 
caller. 

Seiledule I invol """ the following r~uesta r 

(1) Present duties imposed against A::zerican proc.ucts by the United 
i'.int.11'"" are not to be increased. 

(2) United Kingdoo is to proa1se not to increase the margin ot 
l::lperial preference on itO!'IS of importance to the United States. 

()) Tho llnited Kingdom ie to undertake to remove all wartime duties 
as soon aa practicable after the close ot the war. In addition, as to 
acriculturnl items the followinz is recornmended z 

(a) ~eductions in rates of duty or complete recoval of duties 
on a n\Ciber of important agriculturAl products. This will, 
of course, reduce or abolish the mar&in of i.'!lporial pre.ference 
on such it.en s. 

(b) Reductions of about 50 percent on the ::zargin of il:!per ial 
preference on tobacco a.nd sauoaae casin4)a - both il:zportant 
lt~ at t rade. 

(c) T'ne bi.nd.i.ng of existin& oat'£1."..0 of pre.ference on all other 
1teco at importance to the United States. 

(d) !!ecovnl of quota r eStrictions on ham, bacon a.-.1 pork. 

The above proposals for our r equests of the llnited Kingdom were 
approved by the Coc!':llittee bu t at the instance of Ur. Ji¥aer the Country 
Com:llittee wu as!<ed to review &iJ&in the list of United States industrial 
exports to the llnited Kin~oc in order to determine •nether at l east a 
!ew indus trial concessions might be added to Schedule I . It Y,'aS agreed 
<nat could be uone but the Countrv Cocmnittce ana sa:e :n(!ltber s at tne 
Trade A_"eements Committ ee argued· strenuously that ~ are already asking 
tor ::tore free the United Kin;;dom than we are likely to Jiet in view ot tho 

···­.. Regraded Unclassified
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Dl.rl.oioo of llonet&r7 

llese&rcb 

tac~ tha~ our offers to the llnited KingdCII are rela~ivaly Sldl.l ~d 
th&~ our ~ar11't appears to be c!Utinctl,y •ore burden-a to the 
Unit ed Jtin&dcm than hers does to WI. 

CCillplete reDioval of the duties on apples and pears is being 
r equested although llr. 1!1ckerson warned that all we are likely t o 
gat is the r1111oval of 111lper1al preterencea on apples and pears, since 
~land in all probabUity wUl insist on maintaining sane continued 
protecti on to her fruit farmers. 

~ . . ,,, .. Regraded Unclassified



c 
0 
p 

y 

Tologr~h Ottieo 

5DI J7!1!RS!' 

San l'raneheo. Calltor nl.a 

D. v. l!oll 

Aetlng Soeretar7 ot tho Troaour7 

Waehington 

lloY. 6, 1941 
8:05 a.m. 

12:51 9 · • ·· 1101'. 5. 1941 

I am adviood ahipment ot eight,- t wo cnaoa gold !rem Ruaa1a 

oatimatod Y&luo appr oximately the 11.1111on dx bundred thcuaand 

will be doliYered to~. V111 bo handled 1n aaze manner &o 

laot tvo ehipmento. Pleaao adYioo. 

f119or1nton4ent 

3:09 a.m.,llov. 6 

con - c1.: - n /6{41 

89 
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THE CHASE NATIONAL BAHK 

of the City of New York 

New York 

llr. L. v,. Knoke, Vice President, 
Federal Reserve Bank, 

JJ Liberty Street, 
New York, N. lC. 

Dear llr. Knoke: 

November 6, 1941 

90 

Pursuant to our letter of November 5th, we are 
pleased to quote herewith, for your information, the fol­
lowing telegram received by us today f rom our San Fran­
cisco representative: 

• SS AZERBAIDJAN SHIPMENT LIQUIDATED WEIGHT 160, 431. 7l OZS• 

Yours very truly, 

(Siined) E. c. Funck 
Second Vice President 

Regraded Unclassified
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TKE ST~TE DEP~RTMENT ANNOUNCES TKAT A Sl, OOO, OOO, OOO LOAN TO 

RUSS IA KAD BEEN ARRAN,ED IN COMMUNICATIONS BETWEEN PRESIDENT 

ROOSEVELT AND PREMIER STALIN. 
1116•·SB,27P 

u 

ADD RUSSI AN LOAN 

92 

Til£ OTTER OT TKE BILLION DOLLAR CREDIT TOR liAR SUPPLIE.S liAS MADE 
IN A LETTER TO STALIN OCT. JO AND ACCEPTED BY KIN IN A REPLY DATED NOV, ~. 

TKE LOAN, UNDER TKE LEND· L!ASE ACT, WILL CARRY NO INTEREST AND 
R£p4yMENT WILL NOT START UNTIL TIVE YEARS AfTER CONCLUSION or TKE II~R. 

II/6•· SB,28P 

ADO RUSSI AN LOAN 
TH£ REPAYMENT IS TO BE COMPLETED IN 10 YEARS ATTER TKAT TIME, 
PART or TKE PAYMENT WILL BE IN RAil MATERIALS AND COMMODITIES. 

II/6••S8529P 20•0 
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ADD RUSSIAN LOAN 
THE ROOSEVELT LETTER SAID TKAT DELIVERY OF MILITARY SUPPLIES TO 

RUSS IA VAS BEINC: £XPEDITED AND IN TilE LARetST POSSIBLE AMOUNTS, 
THE STATE DEPARTMENT'S ANNOUNCEMENT1 DESCRIBED AS A PARAPHRASE 

OF ~R. ROOSEVELT ' S LETTER TO STALIN, ADDEDr 
"IN AN EFFORT TO OBVIATE ANY FINANCIAL DIFFICULTIES, I""EDIATE 

ARRANCEMENTS ARE TO BE "AD£ SO THAT SUPPLIES UP TO $1L0001 0001 000 
IN VALUE MAY iE EFFECTED UNDER THE LEND•LEASE ACT, Ir APPROVED BY 
THE COVERNMENT OF TH£ U, S,S,R, I PROPOS£ THAT TK£ INDEBTEDNESS 
THUS INCURRED BE SUBJECT TO NO INTEREST AND THAT TH£ PAYMENTS BY 
THE COVERNMENT OF THE U,S,S,R, DO NOT COMMENCE UNTIL FIVE YEARS AFTER 
THE WAR'S CONCLUSION ANI BE COMPLETED OVER A IO•YEAR PERIOD AFTER,• 

THE PRESIDENT'S LETTER SAID THE UNITED STATES APPRECIATED TKE 
~ANDLINC BY STALIN AND HIS ASSOCIATES OF THE MOSCOW SUPPLY 
CONTERI:NC[ AND C:AVE STALIN "ASSURANCES THAT VE WILL CARRY OUT TO Tll£ 
LI"I T ALL THE IMPLIC ATIONS TKER£0F,• 

STALIN'S REPLY EXPRESSED THANKS FOR MR, ROOSEVELT' S REMARKS AND 
ACCEPTED TK£ LOAN OFFER "WITH SINCERE C:RATITUDE,• 

11/6••Si538P 20•0 

ADD RUSSIAN LOAN 
STALIN IN KIS REPLY TO MR, ROOSEVELT, DESCRIBED TK£ LOAN AS 

"UNUSUALLY SUBSTANTIAL AID IN ITS <THE SOVIET' S) DIFFICULT AND C:REAT 
STRUCCL£ AC:AINST OUR COMMON ENEMY, BLOODTHIRSTY KITLERISM,• 

STALIN ALSO ASSURED MR, ROOSEVELT TKAT TKE SOVIET UNION. IS READY " TO 
EXPEDITE IN EVERY POSSIBLE WAY THE SUPPLYINC: OF AVAILABLE RAW MATERI 6LS 
AND C:OODS REQUIRED BY TKE UNITED STATES,• 

11/ 6••SB5,8P 20•0 
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sccrEt=-.r~: of Sto.tt, 

·:;:-.nhin.,;ton . 

CH:.Y 

Hone !tonG vir. N. r. . 

D:.tcJ l:c.vmbtr . 6, 19·~1 

n tc f .. ~ 8 :35 p. n . 

ccivt~ r:cvcrf-, £r 3 , ~ . • ;:. , h-s , em t:iscus~ cC. 

reply io c ontintu ',;v qu~ationo s p tc1!'icnl.1y 

r r.!s c<l (?) or to :_-;..-i:Jts on rl.l1Cl1 1:£ :.!)ptnr :1c',; to 

:. c in .... ;rEE:JEnt \.titlt ~·cu . 

(1) Bc:-.r.: co:;fir. a 11:.11 - ·'·.~eh l ~ cpi :1icn cf 

!>.".nqut 3£1~ £ .-.~ c;~:,:• c:r ~ t d in ·.O:J c:t OctobEr 8 ~.n.". 

c~ "'tJCr~t1:'1 ...; ~~.nks . Ti:.i:J l.t:'l £3 !'h. t t>rEclut! £ l::t Er 

(2) i3cr.r •: "-:'·,rcc:i.~.tca • ur pdnt rt ~".r<~in:; 

94 

. • r 0.·;r :·.!lh t11o "t ·;tn£rn1 1 1ctno£ 59 bu t btl1£Vt it be at 

(3) ;tcfcrtnc £ 

Regraded Unclassified
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- 2-/11..75, lioVE:n :;,cr 6, 5 ••• n, tron Hone Kcnc vic. lr, R, 

( 3 ) REtcrcncc ;>:-.rncrnph two Not e 1 - V or our 

·:<20 , The quE~tion I' IC'.S r c.i oc<l b tcc.u'oc it :.ns 

t hoU<;ht that pr ol!i bition cxi~t t u of Chin t .:l E coo<ls 

b ein~ Export Ed to thE United Stctcs via Jo.~cn o.a 

~oo<ls ot Jo.~~es e or1J 1n •nd ( ? ) , Thia possi:;,ility 

hils now b een ouch r t<lo.t<: e•t o·.:i nc t o sh1pp1n;:; cntc 

other di f ficul t1 cs , :.~ r c ;n.•.:o Hon..; Konc, the 

qu c~tion i s unCcr con~idcrc.t ion of the Hcnc Konc 

Gov crnr.cn t , 

( ·~) REf erence y~IU· r:~rc.:;ro.ph t hree (;,) , ilo 

c1:n1f1cc.nt v~ri~tion :tn let.n.:.:u~J E wno 1nt Enclt tl • 

.. tt Er:tpt rn~a nc.d e: in our ..!r~.rt t o ..:c.ri nE f ci!ily on <l 

siu ilo.r cxcho.n.; e r EJ:!i ttc.no co :to t:istinc;ui ~hccl fro!J 

c.xch.o.n~ £ nccruin.:; i'ro:- tr~<:c tr::.n3cc t 1ono. ThEr e: 

1c n~ n e:cU to refer t o tr~~£ quc~tion in rcnitt~cE 

lie £noes . 

(5 ) /~y rtc.son~bly effecti ve c ontr ol t hroUGh 

cuatotts cnC invoi c e nta &urea C'~on~ the lin ts SU(;­

":; tsteu i n po.r acr cph t hree (C) or your 375 woult: b e 

<T Clc oT.I E, (?) j.Jiniat er of Pin C".noe Koo stc.t ea t ho.t 

h e hM r cceivec! r cporto of cvo.~ ions of c ontr ol by 

l\EC.no or po.re el :>oat ohipru:nto. I t is 0.9SU!:1Ec! th::.t 

t h cs c experts "eulcl not b E o ::tpt urt<l rmcl t h:o.t cuoto:ts 

r q;ul c.t i c.no 

Regraded Unclassified
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-3· #1750 llovmb.:r 60 5 p..c.00 1'1'0r1 HoZl(; KoQG Yi~ 
lfoRo 

r&aulationa could control. 

(6) Rtt£r£nc£ :your E 'panpopb thru on 

provieo rt3nrc11nu rnlittancrs through usunl 

bo.nkin<; cho.nntla. Thh prov13ion ITa a int tn<ltd 

to cover rc:d.ttancts to Chinn in t'ortic;n cur­

rtnc1ts0 ' •<>• thro~ thc aptciticd (*) in 

UnitEd Statu dollars. stcrlina and HoZl(; Konc 

~ollars. In thtst c nsEa thc bank iasuin3 thE 

<~arts noul~ b c rEquirE~ to PCI:Y thE UnitEd St~t Es 

dollar cquivclcnt i ht o an account with tht (?) 

LICkn017lEd(; td b:y thE (?) llo.n.lc or Ch1na0 but tuiY 

ortdit thE doll:u- ru:tount l ircotly into thc cur­

rEnt account of its payin~ corrEspondEnt (?) 

sine£ n o p~o£nt of Chinrat na tiona l curr£ncy is 

involvt d o 

(7) Rttcr£ncc :your pc.rll{;l'~h ninE conccrn1nc 

{?) (?) ·~20 rccnrdinc Hona Kcnco Tht ChinEs£ Viet 

llinhtEr of Finane£ and th£ Board arc at prESEilt 

conductina nccotintions ~ith thc Hone Konc Gov­

trnocnt. /.nnouncnu:nt or trcatr.~cnt ot rulitt ancc 

phaot Of QUEstion 1s EXptottd t oday. I·IE(;Otio.tions 

on trade oanoticns btinc purouEdo Under cxistina 

OiJ.cUT.l3tanc t a thcrttort it '"El:la undrsirabl E to 

auccut Cl%lT proviaion:ll. proctdurc on thc part ot 

thc UnitEd 

98 
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- · - 11·~75, flovED!lEr s, 5 p. o ., 1'roo Hone Konc ~i~ · 
' · u. R. 

the United St~t £3 • 

(8) Rt us e ot: t Er1:1s 11 ooopcrc.t1n!J" t:ully 

unc~trstc.ncl you r rcftl' tnce t o atit:;!'l(l 11hich r.1ay 

attach t o ~~ks ~ot ~et:i~itcly lictnaed by U
0

itec1 

St~tea GovErn.::tnt ::n c~ ycur htait~cy tbcreror e to 

us t the t tr-"' "oc::.p t r!'.tinc" . Evtn it ttro "coo;>tr-

c.tin<;" is not usee it r;oul.cl b e hi~y d csir:>:>lc ~s 

ycu contE;:Ql :.tc<l in 1 - :.- 3 ot: your 30·~ t c hc.vc "the 

..; en err~ lie ena c by c:;;r esn lnn~-u~:; t (?) in<lic~t c 

th~t t h e b~lllrs nust CO<'j) trr.t e l'li th the Bo:lr<\11 • 

H~ll-P:.tch rc,orts 3ritinh pl c.n t o usc tern ',' a:~­

pr•ovtt\11 i:J conm:ction r1ith thEir r c:;ul ntions. 

( 9 ) Jl £1' Er Enc E l>:>rt B or j' .our 373 • Cllin Eo E 

Govcrm.:ent (<>) Kun_; r.ccc,ted n:: r.,:;rtE:>ble to i t 

the tirot seven b!>nko li~teC: in IUillC ' s letter, 

•.lhich hi><! :.11 b ztn rcco=cnclc:l by the Bo~c, a s 

~£air:.b1e (?) n<!Liti on t o the 1iot or r~l the 

Chin:. Bnnl:in:; Cor ;;or ;:-.ti.,n , II".S ::.c!<!t<! by the !:in-

iotry or FinMC e ~.na ::tee t s .:ith thE Baor c: •s a;;-

:>r ovc.l . 

(10) Rt;>ort t7ill b e o oh1td oa !l.lOn o.s possible 

u::on crmcuncer.cnt or the rir3t phos e or n c;;otinti on 

btt·.:ecn British :en.: ChintH otricinlo on Hon.:; Kong 

pr ob1m 
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(11) PlEao t oablt whEn poaeiblr thE ~ay on 

whioh United Stntto Treasury cxproto to pr ooul antc 

thE nrw or aocndcd liocnau nnd rcaulationa con­

e trnina China i n .:.rdtr thcy (?) ot a tat mcn~ b7 

thE Oovtrnctnt3 conctrntd cny br oonai dtrtd. w 

SOtn'HlJ!D 

(1$) llppnrcnt oW.ssion 

Regraded Unclassified
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Io reply refer to 
!7 

!1oyoabu 6 , 1941 

The S.cretaey of Stat,e p re .. nto h lo CDJI))li&ento 

to tbe Honorable the Secreta.,. of tho 'l'reaoUl'l' and 

eoc1oooo copleo of a paraphr&oe of a telecraa (no. 617 

dated llonaber 3, 1941) fro11 the AMr1can ::1n1oter at 

:B\Idapoot regard1ns German aequ1o1t1on of otock of t he 

Credit lle.nk of Hungaey. Prev1ou. te1ogramo froa and 

to the A!llerican Hinieter at llw!Apeot on th1o oubJect 

vore tren11111itted to the Trea .. .11'7 vith thio Depar tcent 'e 

1e~tor of December 28, 19~. 

Encloeure: 

Copieo of p&:"&:>hro•• of 
telegras no. 617 , 
liOYe111ber } . 191~1, fro" 
Aroerican l!inhter, lluda3)eot. 
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P.IJW'l!II.\Si! or !::r&GlWI 

!:o. 617 

Dated: Uo•ombor 3. 1941 

lro111 1'he American Uimhtor at Bu.dapeot . 

Retoronco 1a ""'do to tho Lelll'tion1 e telocram no . 342 

of Deoocbor 19, l94o and to tho Dtpar t=ont 1o tolocram no . 

285 of January 7, 1941. 

I .. nov a4rlaed b7 tho into......,t ""ntionod 1n r:q 

teltU8<1 342 that tho Drea4nor :1ank bao acquired control 

of t ho bloc of otoek vhieh bad boon hold b7 Schneider 

Cro~>oot and vbich tba Ge%'lllana •hod 1m Pre.nco. According 

to hi= . unloao the British take ot~o to proYont it, Ger­

""'111 vill nlao absorb some shnrso of the Britieh- held. bloc 

(vh1oh io omall or than tho Schneider Cro~>oot bloc) vh1oh 

MYO boon placed on tho Svin market. Re otron&ly urge a 

that all tho Britioh hol d ahoroe ohoul4 bo rota1nod on 

bloc 1n order to yrPent Ge""""'Y troa acquir1n& control of 

the bonk. the dheroe llll4 Yeluablo rr..aitieationo ot llh1ch 

would otrsn&thon the political and co-reial hold of Ger­

~ on llunf;ary. e.nd 1n order aloo to ko~ tor llr1ta1n a 

financial imtentot 1n J!un€,ary ao an 1noti'II.Clont of policy 

tor tho period after t he var. I luaBtot that oo._ meano 

ohould be tound to koop thoao socurit1u out ot German 

banda 1m eaoo it 1a nocoasary t o oell thee. 

PP::n.:::c\1 
Cop;r:oc:ll- 7-41 

102 

Regraded Unclassified



TREASURY DEPARTMENT 103 
I NT'EJt.OI'P'IC I£ COMMU NICATION 

DATE llon aber 6, 19~1 

TO CO N FI DENTIAL 
,.0 ., !<r. Dietrich 

Resiotere4 tterling t ranoact iona ot the repor ting banko ve re ao t ollovo• 

Sold to commercial concern1 
Purebaaed from eo .. erc~l conceroa 

.£51 ,000 
£24 , 000 

()pen .,.rkot ot erlins ...,. ctUOte4 at 4. 03- l/2, u .d there wero no reported 
tr&.nt•ct.tone. 

In J;ev Yorlc, clooing quotaUono t or t ho foreign eurrenc i eo list ed belov 
,..re •• !oll ova: 

Can.adi&D dollar 
Argentine peso (tree) 
Brazilian lllilreh (tree ) 
Coloablan peso 
l.tex iean pe ao 
U~yan peso (tree) 
Venezuelan boli Tlr 
Cuban pooo 

11$ cUoeount 
. 2385 
.0505 
· 5775 
. 2070 
. 4675 
. 25~ 
l/8'1' clhcouot 

There -were no purehaeea or ae.les ot aol d. effected by ua vith fore ign 
countriea today. 

Tl>o Treuury waa ad•bed that tho OoYirn.:ncnt ot the u. s. S. R. hat 
dol!Oahed about e5.6oo.ooo in gold a t tho ~n FrAnchco l<1nt for account or 
tbo S.croto.r y ot tho ?rauuey. Thio gold va t thipped !ro12 Ruaaia to San 
!raocitco on t he S. S. ·~erboidJan.• It wi ll be "9:>liod -inot our ~;old 
" 'Z'<hl\te •rr•••nt of Octo 'bar lO vith tho Ruaaiu Gonrn.~~ent. 

In London, tpot a.nd ro....,rd a11Yir vert apin tlxed at 2}-l/ 24, oqun­
lent t o ~2 .6U. 

•• Tho 'l'r .. tury1 a purcboae !)rice f or ! o re icn tiber ... uncbonge4 at 35;. 
!.S-ed¥ and BArman ' • eett l ement trrice for foreign t 11Yer wu alto 'lJJlch&nged. at 
Jl·-3/b;. -

'• =sde one purchaao or nov production ailYOr a~ountlQ8 to 100,000 ounce• 
undar tbe Sl l•er Puroheee Act . Thl e ail•or , vbich waa boU&ht for f orward 
~eUvory . come !roa Peru. 

'l'ho r O'port ot October 29 , recoind !ror. t ho Federal !les orn .Be.nk o! llev 
York, Ci•inc foreign exchange pooit ions of banka and 'bankers in it• district, 
rneelod that tho t ot al pooition ot all eountrioa ""' abort the oq'liYalent o! 

- '1'-.. 
•. 

-
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.-.1195,000, aa !.Do,_.. ot $17),000 1a the lllwlrt poelUoa olMe Ooto'-r 22, ... 
olio""'' wro oo t oUon1 

Ilion .Pod Uoa Ilion .Poo1Uoa Cllaap 1a 
CooatJ1 2gtO~[ 22 2gtolMr § Ilion .PoolU!!J• 

Jo&loa4' 0 • 651,000 (J.oac) • 641,000 (Loac) • t lci,ooo 
~ 2 , 114.000 2,6<>5 ,000 u;,,ooo 
eo..u 54.000 (Loac) 50,000 (Loac) • 11,000 
l'.&tl.ll AMrloo 26,000 1~,000 • 1211,000 
Jop&l1 262,000 201,000 61,000 
~btr Aalo 2 ,075.000 2,207,000 • 1~,000 
All ~boro 5!),090 (Loac) 19,000 • .000 

foUl $11,322.000 $11,1195.000 • $173,000 

'l'luo olp (• ) lo4loo\oo l.ac:raaao a obon poolUoa, or 4ooreaoo a loac poolUoa. 
Xl.Duo olp (-) 1ll41ootoo .S.cr- a ohon poolUoa, or !.Dorea .. a 1oJIC poolUoa. 

••Coobllle4 pooU1oa a rec1ohro4 aa4 01>0• arloot ot n1tac. 

1J 
coNFlOENTIAl.. 
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~/2657-220; No. 5)8 II. I . D., lf.O. lltOO A.ll., November 6, 19U 

SITUATION REPORT 

I. Eaatern Theater. 

l!!:2!!!!!!• Situation at Leningrad and lloscow remaiN un-

German advance oontinuea in the area eaat or 
Stalino, in the Doneto basin. 

German advance oontinuea in the Crimea. 

Air: Nell intorned Gover..-nt ortieillo in London said 
yeate~ that Great Britain is preparing tor a larp-4elle aerial 
ottonaive a&ainst the Germano on the Rwloian front. 

In the p...,t six '118eks, according to this statement, 
tho British have been moving an ever-increaoi ng number ot planes, 
both fighters and bombers, into Ruseia. This will be mamed by 
seaooned R.A.F. pilots . Major air operations, however, will not be 
undertaken by tho R. A.F. Expeditionary Foree until all arrangements 
have been completed for maintenance and supply. Even British ground 
crewe are being sent to take part in the operations. 

n. 17eotern Theater. 

Air: The only report or oporationa in this Theater told 
ot light aer:man attacks on the oouthweatern British port ot Fal­
muth. 

Ill. lliddle Eaatern Theater. 

No into=ation. 

-
RESTRICTED 
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..... reel your way and all this , thAt and t he 
ot her , and you don't have to decide on what 
y~u ' re going to do today; and they seem to have 
had some kind ot a meeting and then, just to 
od j o•J rn it, well , Bob gave out some kind of a 
little statement; but my i rnoreasion - I didn' t 
Pee any or the~ after that, beoause I was so 
buey all afternoon - but I 1o go.lng to aPe hi m 
this mor ning and see Just what the eetu~ is. 

·•ould you mind .,iving •.... 

I t nink that they are not much - I got the im­
>reseion ln the tsl k thAt !(cCoraack and I bad 
wlth him bef ore t~ey went i nto the committee, 
th~ t they 're not much on thi s . It they're soing 
into it et all , they're taki ng l n the Social 
3eeuri t y end or lt. 

· .. ell , 1 1 6 like to know, because I ' ve go t to 
tell the .?resident . 

Yeo h. 

Is he going t o ..... 

·;•11 , I ' l l find out about it by t •<elve o 'clock 
or 8 U ttle after, :ienr y , and I ' ll let you know 
wnat their a ttitude is. 

:;ould you do that? 

Y~e . I 'll certainly do i t . 

T~nk you eo much. 

Al l right, ~enry . 
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GROUP l!EETING 

Present: 

H.ioi . Jr: 

1!r. Barnard 
1lr. Tho~ son 
Mr. Buff1.ngton 
1.lr. Blough 
Ur . Gaston 
llr . White 
Mr. Sullivan 
l.!r. Odegard 
!Jr. Kuhn 
l.!r. Graves 
Mr. Schwarz 
L!r. Morris 
Mr. Foley 
l.!r . Bell 
Mr. Haas 
Mrs. Klotz 

November 7, 1941 
9:30 a.m. 

10? 

The Secretary of ·,·/ar will receive you (Bell) 
and Georee Haas at eleven. \'/hat we are try­
ine to do is, we hAve rot the figures on 
Lend-Lease broken down, how much they spent. 
It is the most amazins thi n- . ·;lhat we are 
eoin3 to try to do is to get all the im­
portant appropriations on that basis, when 
they a re contracted and how much they spend. 
That is the model. George has done a wonder­
ful job . The Havy has agreed to it, and the 
Army is stalling. 

John, I would like you and Mr . Barnard and 
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Blough, immediately after this meeting and 
use anybody else you want, to prepare a 
letter for the President to send to Mr. 
Daughton, very much along tho lines of ~ 
memorandum, but I don ' t want to mention­
what I want to say in the letter is, give 
them the background, we need fot~ billion 
eight and so forth and so on, you see, and 
that we need those kind of revenues to come 
into the Treasury be~nnin3 early in January. 
I don't want in the letter from the Presi­
dent to have him say that it is payroll taxes 
or anything else. 

Except to indicate that it should come out 
of that kind of income to be anti- inflationary. 

That is right, but I don't want to put the 
President on the spot that it should be pay­
roll deduction or Social Security or any­
thing else. 

No1' , I am not recommendin; yet tho t he send 
it, but I want it here. ! spoke to - to bring 
you all up to do. te - Walter George last ni~t 
said that he is ready to go . The interest1ng 
thin~ is, Vandenber5 is for the payroll de­
ductlon but violently against Social Security. 
Bob LaFollette is for Social Secu.rity and 
violently against the withholding tax, but 
after checking for two days, ·11a1ter George 
says, "You can tell the President I am ready 
to start any time. I spoke to the Speaker 
a few minutes ago, and the Speaker says, 
"Henry, I haven't had time, but I will call 
you back at twelve. You know we are all 
scared to death about this Social Security 
thing." So I want to have thi s for the 
President. 

Now, I don't know Vlhat he has told Leon 
Henderson. Of course, Chick can tell you, I 
suppose I had the toughest press conference 

-
Regraded Unclassified



Schwarz: 

H.ll.Jr: 

Schwarz: 

H.ll.Jr: 

Schwarz : 

H.ll.Jr : 

Sullivan: 

H.JLJr: 

- s -

I han. had in a long t b ae. 

It • •• the worst ever. 
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And the Tribune and the TiJan, I haven' t sean 
the others--

The Baltiiaore Sun has the very best edi torbl. 

The bo7e1 eo far as the story goes, treated 
me beaut1full7 because the7 said nothing. 
That ia what I begged them to B&f, was nothing. 

Because 70u have sold them on it. 

I mean the Cleveland Plain Dealer finalq said, 
"Well, wbf?• and I gave hia the reasons wb,y, 
the publicit7 would simpq add"tuel' to. lnfl•tion 
and hurt Harold Graves' Defense Savings Bonde 
and please not to S&f l.lllthing, and I wasn't 
going to say anything, and they didn' t IJa1 
a~thing, but the Washington Herald said no 
member of the Cabinet erer got such a drubbing 
that I got and thq aaid I winced, which I 
don't think I did. In fact, I know I didn't. 
But that 1a the story. 

The House members are scared to death of a 
Social SecuritT message from the President, 
so that is his ace card. 

I waa wondering about using that ace card. I 
wonder what would happen if he were to inti­
mate that inasmuch aa the7 weren' t taking this 
bill off, his promise to refrain until between 
Christmas and New Year's waa out the window, 
and since thef weren't doing 1Jl1thing, he 
might aa well send that message up. 

That ia what I am going to hint ver1 strongq 
to Mr. Saa Ra7burn when he calla me at noon, 
and the President - I don' t think there would be 
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aliT Wticultr in getting hia to send the 
Sollal Securitr aeaeage ~ecauee, alter all, 
ha mow• he hu got • price bill, and it h 
kind ot hard to explain wh1 :rou want a tax 
bill at the aaae time you want a price con­
trol bill, and the bQFa ear, ~ell, is the 
price control bill no good? You don't think 
it h au.:r good?" 

~ell, we need both. " 

"Well, lfb7? It the price control bill h 
effective, wbT do you need this?" 

Well, it ie kind ot hard to explain. 

Kr. Secretary, it ia with veey much trepi­
da;tion that I aa going to lll&lce this reque at, 
but would you consider re-examining at thia 
moment, or sometime this morning, the question 
of letting the thing ride, now that you have 
pushed it through Congress, and not forcing 
it on the Preaiaent? Do you want some dis­
cussion? 

That isn't the word, Harry, "forcinf it on 
the President.• I am not forcing i • He is 
going to move one way or the other. He has 
got - he can move on three fronts . He can 
send a message on price control, he can send 
a message on the tax bill, or he can do 
Social Security. He will do one of them if 
I do nothing. 

Well, it :rou do nothing. The augrstion I 
have, that I would like to make i :rou re­
consider it, is a defense ot the position 
that I think from now on you might do nothing. 

I can ' t fool around. Say what you have got 
on your mind. 

• 
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Well, what I han got on rq mind 1a si.mpJ.r 
this: that I think that 10u pushed the hx 
thing far enoupj), It thq want to go forward 
with it, all rfght. I am a little bit afraid 
that if the rest of the proram goes forward 
on defense effort, that wha rou are going 
to have in the early months of 1942 mar be 
no price rise at all. You miP.ht even have a 
diminution if there is going £o be a sub­
stantial disuaplor-nt aa there would have 
to be if the program is going to assume the 
proporotions lt has, and that rou won' t get 
the effect of rising prices until the second 
quarter or m&fbe even the third quarter when 
7ou will verr much need some sort of a pro­
gram of this kind, so that I think there is 
no great hal'lll in waiting until a.fter the 
first of the year to get rour tax program 
through and if, in the meantime, they get 
this Social Securitr program, fine . · 

Well, this is a lovelr time to say this. No 
one said this out of the twenty people. You 
never said this thing when ever,boay was tell­
ing me what the great urgenor was. 

'lhat is true. 

The onJ.r person that said that was Lauch 
CUrrie. He is the onJ.r one. 

That is true, and I am--

And Lauch Currie has been consistent on it. 

And I am revising mf opinion on it. That is 
why I said I would like to have it re-examined. 
I know there are some others around who feel 
as I do. Whether ther felt that way all along, 
I don't know. 

Well, the onJ.r pereon that said it is Lauch 
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Currie. I don ' t see how one minute you can 
think this ia the moat burning necessity and 
the next minute you get cold teet on it. 

I don't think I ever felt it was the most 
buring necessity, and I don't have cold feet 
on it now, but I don't think it ia ever too 
late to re-examine a thing if the re- examination 
has aDf basis in fact. 

Well, how can one minute you people be so 
worried, you be so worried abOut inflation 
and all ot this thing, and then suddenly 
you tallc about maybe the price rise won't 
come until the second or third quarter? 

Because there has been something injected in 
the situation which is new. 

What? 

That is the prospect or the hope of ~etting 
a program of all-out defense which w1ll in­
clude at least a couple ot months of shutting 
down ot a lot ot industries. 

You knew that Konday. You knew it Tuesday. 

Yes, I did. There are two things to .be 
said about that. One is that I have greater 
hopes it will be aucceaatul. The aecoild 
is that I didn' t evaluate it correctly. 

You didn't what? 
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I didn't enluah it u I do toda7. Now, 
either I have sane good rea1on tor ~ position, 
in 'llb.ich cue the taot that I ma7 have been 
wrong before, I don't think should matter, or 
I am not right now1 in which oaae the re­
examination won't hurt, 

Well, I know what you have in mind. I have got 
your doubts, but 70ur doubts are baaed on the 
tact that this thing ma7 go through with all thh 
re-emplo1I!lent buaineaa and so forth and so on, 
Take a look at that chart that George has and 
see what the7 are doing and how much mone7 they 
have been able to spend in etTen months, Anyway, 
Ba.rry, I have got your idea. 

Well, I will have to examine that more carefully 
by myself. It is just a atop, look and listen 
sign that I am very much disturbed about going 
forward with it now but what I am arguing about 
is the question of a f ew months and not a 
question of the general proposal , 

IVell, after what happened 7esterda7, there ia 
nry little chance of our getti.ng any tax bill, 

Well, that ia wey I think 70u might lefitilllatel7 
rest on your oars it you feel tb&t 'llb.a I am 
saying is ao, 

Well, I don't think that that- &n1ft11 I know 
what tbanrn in mind without 7our embroidering 
it. 70u for bringi.ng it to my attention, 
I know what 70u are thi.Iiking about. 

Norman? 

I han nothing thie morning, 

Are 70u (Kuhn) phoning Jerome Kern today? 

Regraded Unclassified



J(u}m: 

UI.Jr: 

Bell: 

H.V.Jr: 

Bell: 

B.ll.Jr: 

Buffington: 

H.l.!. Jr: 

Buffington : 

ur. Jr: 

Buffington: 

H.J.I,Jr: 

BUffington: 

H.I.!.Jr: 

White: 

-8-

y ... 

You tell hila in an.wer t o thia telegraa that it 
did oome and we are all ney, ney entlw.aiaetic 
about it. (Dated NoTtmber 6, 1941.) 

Dan? 

Nothing. 

U fOU rill 11t&7 behind --

0 , [ , 

I would like Bell and Barnard and Dan to ata7 
on behind. 

I don' t know whether 70u han aeen thia publici t7 
we got in a South Bend n .. apaper. 

No. 

Here 1a rour menage up here. (Handing clipping 
t o Seoretaey. ) 

Wonderful. I t hink 70u might nr7 ••ll write 
a letter to the publisher of the n ... paper and 
I will be glad to aigll it. 

It is the bank who aponacred it. 

Ian't that grand'l That ia realq amething. 
You wri te a letter and I will aigll it. 'llll 70u 
glTe it to Kra. Klotz? 

Yea. That la all. 

Harr(l 

I han tllla ll&terl&l on the British cash position 
that I think rou ought to read onr the weak md, 
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Just a second . For your eyes only, you read 
this booklet and give it back to me Monday. It 
is for your eyes only. 

The lloxican Finance Uinister would like to see 
you. He sent that can around to see 1:1e , \".hen 
he told 1:1e ?lhat he would like to sec you about 
I said to hold it off . I would prefer to talk 
to you. I didn 1 t knon v;hether it might be 
more embarrassing and it might not be necessary. 
But he came up to sign these - this arrangement 
vlith the Treasury, and at least several weeks 
he waited around , He now is in the very unfort­
unate situation of not being able to go back 
without being regarded as a failure , He is in 
ver1 much of a spot. 

i:ell, tell him to go around and see llr . !lull . 
I can 1 t do anything. It was on l•ir . Hull 1 s 
invitation and say so tha t he came up here, not 
on mine . 

ii'ould a telephone question satisfy? 

Pardon'! 

\'iould a telephone call from ;rou to ·.;elles or Hull -
and then I could just report it back and let it 
go there • 

,/hat do you wan t me to say to them? 

Ask l.!r . Eull or 11r . '.'ielles r;hat is the status of 
the negotiations • 

That the Finance L1nister of ~exico is in a 
s'i'leat , 

That is right. 

How long has he been here? 
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I think it 1s almost a month. 

I t was supposed to be signed on Octoher 12th, 
Columbus Oaf. 

That is right, October 12th. 

He was here the week previous . He has been 
here almost a month, 

An)'thing else, Harry? 

That is all • 

Barnard, fOU had better not staf behi.nd 'IIi th 
Bell because fOU and Sullivan and Blough have 
got fOUr work set out for you and call on 
anybody else that yon want to help on that. 
I want this thin~ the way I said it, in case 
the President br1ngs it u~ in Cabinet, you see, 
if he wants to move in thlS direction , 

Did I clear you, George? 

I am sorry, I did have one thing. Coe is going 
to be up in Uontreal. If you wanted to pursue 
that thing that you thought of the other day, 
i t might be an opportunity. 

I will tell you vthe.t you do, I will do it 
here, Harry. 

(Speaking t o Urs. Klotz) Write a l etter to 
C. D. Howe and sit1ply say, "lly dear llr. Howe, 
are you thinking of coming to Washington shortly? 
If you are, there are several matters I would 
like to discuss with you,• 

They tell me he co~es almost every week. 

George? 
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Sui'!lnf"r7 

:ovee~ber 7, 19~1 
9:5? a .m. 

iiood .o1·n1n, . Sumn~r , t he r • ' l; n •(1n1e ter of 
t'i nr .•CP from :.exico t hn t ' e bee .1 nere for one 
::-onth . 

'{pc • 

~nd t~e di nne r - luncheon t~~ t I eav6 him sr.d 
t~ e ~ne th~t Jes£e Jor.ee or oo:~boc] , d~e~n ' t 
Peem :o ea t lst y 1.i:n. In o t'"'.~r .. .-., r dE , ~e'!! :'ler~, 
A"':d h e C.ry es.":!' t ·~"l").t Jtl !" to u.>. I d.>n ' t Knov 
"'t ':B. ~ - ., tel l h1'1l, ev• ""' • 

. el: , t:;pr~' c: 1'\0t..l-t i n. "·~A tev~r t j tell !1!.!::1 
:!ou k .. ?'-' : !'lP c!.rcu;ns-;a:-.oe t . 

~er:r,1 • 

oO , C f C~ur£e , tPll him - !H' r.ns no l r1tentl0n 
o f ~o1nb hom~~? l"ny h.., ,.,, IJnttl t i11e r4P tter ~li! ttleF , 
co ~ Ccn ' t :~ink y~u n•~J br embArr~ee•c t he t 
' <IP"J • 

. Jr : .•,l , c .. n ···~ c_\.v P h1m ~tny e-ncou rr g e:r~ent? 

.. ~r: 

.'Jr: 

' ' 

\tty , ;_~ou 1 r e f nmlll£ r ~·· '. t',_ t~1.e E:l t ua t1on , Pr en 1 t 
you? 

.. ~At ·ie Pr• tr·11 n to ·o l• t ') et ... he - "tPke 
6 r:.r:8l li ttt?O ... t t"J ., t '1~ StA'"dAr~ Cil Co-:. ')8ny 
of £\<' J~rse:f to c -,oo•rat • 1n t n1" velua tion 
oronosal ·.,.·hlch 4e 've aureed u:.on ~ .-. ' r 1:-c1, lr: . 

I Pee. 

u-, to t:-oe J r eeent time they've been co:n~letely 
i ntra nsigen t . .e hAd '' turtr. t r meetln, with t i': em 
t ~rep Qa:,·~ AA!O fi t ·-t""10h t~P:/ 8 J )'Br ed t o be a 
llttle ~ore roesonnble , a nd I ' m &r. ticioetl~g e 

• 

• 

' 
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final reply !roa the• today or t o• orrow. I! 
they do oooperate, or oouree, you underatand 
it makea the Whole oroceae or valuation a 
t housand times eaeier. 

I aee. 

That's the only h1toh. 

Well , t hen I'll tell him to keep hie shirt on? 

You bet. 

All right. 

It would be very helpf ul 1! you could tell him 
just exactly that. 

Okay. 

All right, Henry. 

Thank you. 

Good-bye. 
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{J.!r. Haas handed a letter to the Secretary 
for his signature . ) 

{The Secretary held a telephone conversat ion 
with Under Secretary Welles.) 

He couldn't tell him that. You tell him that . 
{Laughter) 

Shall I tell hill just that? I will be glad to , 
I can tell him he can keep it on without 
washing it and still remain in good society. 
{Laughter) 

I don ' t knOll', there are lots of stories in 
history of the man who wouldn ' t have his hair 
cut or shave or something or other until 
something happened. He can keep his shirt on 
until Standard Oil of New Jersey - I can't 
use that five dollar word he used. 

"Intransigent." 

It may be dirty but he can keep it on anyway. 

Anyway, are you canpletely satisfied? 

Yes, I aa sure that will satisfy him. I won't 
mention about the Standard Oil. I ii:Iagine 
he will know that. I will merely tell him to 
keep his shirt on. That isn't the advice they 
give you whan you go down to ~exico. 

Who said the Baltimore Sun had something 
pleasant ? 

I said it, 

I am getting it after while? 

Yes . 

• 
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FiDe. 'lllat 1111, GloJ'Ief 

nat 11 all I h&cl. 

Peter! 

11 othiDc thb aoMJ.nc. 
il&l'lla Pdf 

lo, air~ 

Botl 
lll7 I ban jut a tn ailuat11 to dhcna .. _rov 
far..ra 1peeoh bloauae I Aam't know ezaotlJ 
what 7011 WDt to 1q and I wCIIWl lib to get 
golDg on it. 

Well, Bell h atqlng behlDd and right after 
that I will Ill 70Uo 

aooa. 
Right after. I -, it will be tc 01' tithe 
ailiut ... 

That 1a all right. 

I M&D Bell will be here for tc or tithe 
alDutea. 

!'hire •• CllllT one other thlDg. You wanted 
1cae worda oh&llgld on a po• and I han nner 
diiOUIIed with JOU what ftl Wl'OD.i with it. 

When 70U ocae in afhi"Rrd. 

.lll rigbt. 

Cblok'l 
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At a.a.-. Duffield'• requeet I aat.a Joe 
O'Connell aa JOIU' alhi'D&h on the Price 
!a.lniatration Committee it he would talk 
tor b&olrgrolllld w1 th B. B. JloCol'lliolt ot the 
Wlll Street JoUl"'l&lr who 11 doing a aeries 
on prioea and 1ntladon and while he aaid 
it waa all ·explanatoey he got along eo well 
he would lite to uee i~ ae one ot hie eeriee, 

Be talked to Joe o•eo~mell'l 

r ... 
Well, tell Joe O'Connell thet he will ban to 
decide whether it h good or bad, Be h&e 
got a head on hie ehouldera, 

I thinlt it ia all right. 

I don't lma~r what he told him but 1t h up 
to Joe. Let Joe decide, I aean, I don't 
knCIIf what he t old him but 1t Joe thlnh it 
1a good - but 70u talk with Fol17 and Joe, 

Right. That 1a all, 

Harold? 

Jlr. Stoclglll ot the Fhlladel_phia Balle tin 
will be liere toaa, and aong other things --

11bo? 

Jlr, Stoc1gill who 1e the llueineaa unafer ot 
the Fhllidelphia Bulletin and reapona ble tor 
their Defanae Savinge Stamp progt'&lll. Be baa 
arranged tor a Meting ot circulation lii&D&gen 
ot •DT n•epapere to be held in WaahingtCII 
either, he I&TI, the nineteenth or twctieth, 
and the7 would lllte a word fMia JOU• I •• 

Regraded Unclassified



H.lol. Jr: 

Gruea : 

H.J.!. Jr: 

Gnna: 

u r.Jr: 

Gnna: 

H.II. Jr: 

-u-

wonaering Whether rou, 1n the firet place, 
woula oare to oOIIIIIit rourul! to appar. 

llo, I a not going to ao that. You go ana 
giTe th.a a pep talk. 

It woula be llllOh better 1! JOU woula ao it. 

I oan't ao it, Barola, I j118t· bann•t got 
enough eura left. 

It will be right in thil builaing. 

I lmow. 'l'hey are going to aeet here? 

'1'ba t 1e our plan. 

How MD1 ot th.a are there? 
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Graner 

H.V.Jr: 

Grana: 

H.lf. Jr: 

Grane : 

R.H.Jr: 

Granu 

H.ll. Jr I 

Grneu 

H.Y.Jr: 

Grneu 

H.li.Jr: 

Vorrie: 

H.II.Jr: 

'l'beJ 40111 l mow, bat there MT be aa _,. u 
aeveat,-flve DIWipapera repreaeatea. 

()a thl 19tht 

Jineteenth or twentieth. 

Well, talk to • the dq before and aee how I 
feel. It ia a bad da7 toaa7 • 

.Ul right. There are two or three th111g1 
that I would like to talk w1 th JOU about thh 
.,l'lllDg. 

Yell, tell Fits. · Are the7 urgentf 

Yell, the7 are th111g1 JUU hne iadicated JOU 
would lite to biDdle todaJ. 

I .ost likel7 won't get to th ... 

I would lite one alnute, if JOU have it. 

You OlD have one alnute if Bell will give it 
to JOU right after thia .. eting. 

Could I aneat in w1 th Ferd.ht 

Sure (lalllthter). You can 11ttle wllal h the 
.. tter wi£h the bulletin. 

Do JOU want to hear about SWill (Old aowetLa.? 

Jo, I han ginn aa auch 11 I can. I aa 
taking care of Bell th11 .,l'lliDg on the Jtpa 
!con0111 Coalttee, and I a tat111g care of 
FoleJ, even thoush Pehle ien't here, on the 
co .. oditiea. That ia all I can do thle aorn­
iDg, it I can do that. Ferdie will be cCIIlDg 
in 011 the apeech, and Harold on a alnute. 

~ 
~. Benderaon ia roinc to get1i1 price data 
all ript. 
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H.V.Jrr 

!lorrls: 

H.M.Jrr 

SUllhan: 

H.!J.Jr: 

Sullivan: 

H.!!.Jr: 

Sull ivan: 

H.lo!.Jr: 

Sulli Yan: 

Bell : 

H.ll.Jr: 

- 16 -

Good. [eep after .. , will you please? 

Tee. 

Don't get discouraged. 

Then I have got to aee these fellows after tht7 
have got the thing written tor the President. 
Mr. !tlee is colll.ng in tbia 1110rning. 

I assume the general fora ot that letter 
should be expression of disappointment --

Excuse ae. 

Harr,y, I would like 7ou here at 11:30 when 
J.tlee comes. 

In general form, that letter abould be an ex­
pression of disappointment as to the deci sion 
that was made resterdaJ, and a request for 
a reconaiderat on? 

I don't think eo. I would Just put it on the 
poaitiTe side, as though nothing bad happened 
yesterda7, as though nothing bad happened. 

I see. We are getting a great aan7 inquiries 

Juat as though nothing bad happened. 

Tea, air. 

Can' t you add aOMtbing that the Secretar,r ot 
the Treaaur7 baa been discussing with the 
leaders and meabera of the appropriate commit­
tees in Congress this matter? Wouldn't 
that be a good thing, to carry it along from 
that point? 

That would be all right, yea. 
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H.II.Jr: 

SUllivan: 

B,LI,Jr: 

Sullivan: 

B.W.Jr: 

Sullivan: 

H.V.Jr: 

SU111Tant 

B.l!.Jr: 

Kuhns 

H.!l.Jr: 

Kuhn: 

Sullhan: 

- 17 -

• are pttlq a &reat .u17 laqu.lrha floaa 
people u to ihetur or not we are plq to 
reOO-Dcl a ohaqa la the oapl tal &illlt ad 
louu whloh will atfeot lnoo• ln 19U, 
B10111h ana Tarlaau ana I are all ln qre-t 
that lt 1houlcl not - if all oh.ac• la ·to be 
ucla ln that law, it lhoulcl not atfeot pa•t 
tranuotiou. 

lhat l.rr 

Capital galu ucl lou11. In other word•, 
•hould we next rear uke a ohuge whlch woulcl 
affect trauact ona that ban betn oon.-tecl 
in 19Ut We don't thinlt it would be at all 
fair. 

1bT do JOU bring that up ~ 

Beoauae we are gettinc all kinde of inquiries 
a1 to what •• are going to do. 

I can't do it on the t17. 

Well, I han a MilO here reco .. ndlng that 
•• d.o it. 

Well, 70U will han to nit until 70U get 
a ohuoe to sit down with •· 

All right. 

Ferdie, rou llight be intert~ted in colliDg at 
11:80 alao. Do 70u know Atlee? 

I haTe Mt hia. 

Coaa in. 

'l'hank JOUo 

' When rou tinhh that letter, do 70U want ua 
to aencl it in dil'lotl7f 
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H.t•.Jr: 

sullivan: 

Foley: 

P. .:• .Jr: 

Fol ey: 

H.!.I.Jr: 

Blough: 

~nley : 

!llough: 

Foley: 
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When you say you are ready, tell Fitz, and I 
will adjust~ morning. I will be wai ting 
for you. 

Yes, sir. 

Here is the article in this month's Banking 
on freezing, if you would like to look at it . 

Here is a memorandum to the effect that a 
straight fifteen per cent withholding tax 
is more favorable to people in the higher 
brackets than in the lower brackets . 

You fello~s have got a lot of after-thoughts, 
haven ' t you? 

'l'hat isn • t an after-thought . 

That is no after-thought . 

Nobody told me that when I was considering 
it . 

Well , it doesn't happen to be true, that is 
the only thing that is wron& with it (laughter). 

\'.bat do you mean, it doesn' t harpen to be true? 

I will talk to you about that later, The 
percentage of reduction in income is just as 
high in the higher brackets, if not higher, 
t han in the lower brackets . 

It depends on the exemption, whether you 
use the lower exemption or the higher exemp­
t ion. 

If it is an exempti on in computing your 
individual tax, Roy, it is more favorable 
to a fellow getting ten thousand than it is 
t o a fellow getting two,and that is what 
this memorandum says. 

. 
• 

. 
' 
\ 
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H.ll. Jrr 

Blough I 

H.V.Jrr 

Y.hl te: 

H.ll. Jrr 

Folen 

H.M.Jr1 

Whl tu 

Fole71 

H.ll. Jr: 

Foler: 

aftel' &1.1, I a -

I • IOl'I'J, I ehoalu•t hne JOB• --

187.' 

Jo-, lt h l'lght, aU 1t 70U hne e-. dOilbte, 
ohu 1t 111 th IIDJ flret, Foh7. Let hla hne 
a chance at it. I aean, I aet one thlDC 
froa one aide. 

We should ha~e done that befor.. 

That la that I think. I aean, whT take 11iDJ 
unewaree'f '1117 not g1 n hi a a ohaDoe, let 
alone .. , 

The7 practloal17 aade up their ainda onr ln 
Juetice to reco .. end that Annenberg be paroled 
in the winter. tiae. The parole board h&a 
ooneidered it. 

When the wind blowe (laurkter). Just in the 
winter tiae'f Then he goee back in the au.aer' 

Seaeonal emplo,.ant. 

I thought JOU would be intere•tea. 

.ll'e JOU 11riou, that in the winter tlae 
he be paroled and in the •-r he goea back'f 

Well, the7 hne praotlcal17 aade up their alnda, 
and tb.7 are going to thla winter alke a 
reoo-ndatlon that he be peroled. Bia tiae tor 
good behan011r md o411Plianoe with the cinl 
requiraenta .,uld peral. t hi a to be paroled thh 
winter, and the7 are going to do it. 

I don't want to get in on it. What elae' 

You aaw about Bloff'• oon~iotion'f 
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B.V • .Trt 

Sullivant 

Foley: 

B.M.Jr: 

Foley: 

B.l!.Jr: 

Fole7: 

B.V.Jr: 

Foley; 

Gaston: 

H.M.Jr: 

Gastonr 

I 
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Ye•• low, that lntoaatlon whloh Blott epob 
about, about all of thh additional 110n17 that 
paued between tb .. , I take 1 t that Intimal 
Rnenue haa eo..bod7 taking thet and oheckiq 
it to aee whether an7 of it la ne., 

I aa aure tbe7 1111at, 

Oh, 7'•· 
Would 7ou, John, check up on that? I ~~ean, 
the information which wea given, dcea Internal 
Revenue have ao11ebod7 there to pick that up 
and aee whether additional .one7 waa paaaed 
which waa not reported? 

You have got another angle th.ere, too, ){r, 
Secreta17, and that 1e that these 110vle coa­
paniea deducted that as buainesa expense, 
and that is an improper deduction, ao 70u 
m&J have an action against thea. 

Well, that is whf I am directing it - this 
does come under John, doeen•t it? 

Yea . I know the lawyers over t here are looking 
at it now, because Phil and I have talked 
about i t. It also ca.ea under John. 

'lhat else? 
1hat ia all. 

We already had a report in on that Sldcblore 
case in Chicago, but it ian•t in the good 
narrati ve style of Frank'• report on Nuclty 
Johnson, and Eller is going to have i t done 
over and show Kadden the --

Is that finished, that i nvestigation on Jeidels? 

No. hlmer baa soae stuff that he haan•t cloeed 
up. Be fot the i.preaaion when I told him 
t o wind t up that he was t o hur17 through with 
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H.li.Jrr 

Gaston: 

H.\I. Jrr 
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the lnYutlgatlOD, I told hia that that waa 
wrong, that what WI wanted waa to oloae 1t 
up aDd .U:e a final report. Be 11 l'ftl'l.tlll£ 
it on that bub now. I talked to h1a aboa{ 
it 7eetezodar. I don't mow whtthezo 7011 aN 
1Dtezoeated ln the caee of the - Scott Btot. 

The Co.ptzoollezo of the United s tate• baa 
written to fOU about Beck'• repeated absences 
from aut7 ana zoaiaing the question whetbezo 
p.,.enta of salar7 will be Yalid. 

Be clef 

s. Scott Beot who ia the Ca.ptroller of 
Custoaa at Balt1110re. !hat h a ueeleu 
c:l flee, r.u mow, that •• han tried to 
get abol ahed, ana I a Wl'i tlng to Beet 
and aalting hia for his repl7 liut I think 
we aa7 haYe to yrotect ouraaiYea b7 aetlng 
bia for hie rea gnation. The General 
Counsel'• office, at least Kr. Cairnei 
is inclined to think that the Co.ptro ler 
cannot withhold· cannot be aupportea b7 the 
courts in w1 thholding paraent of his aalu7, 
but that h another aatter. But the aan il 
tlagrantl7 and repeatedl7 absent. Be Yel'7 
aeldoa goes to hi a office, We haJe at le aet 
one other in the sue categor7. lhat il 
Ladd up in Boston. 

Thank fOU all, 
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!ltt1'etar7 olorcntllu 

l&r. i'ole1 

131 

NOV 7 1941 

The propotal lor a 15 pereont Jithboldint tax eont~platea that the MOIIDt ol thh tax will be &llOlfocl u a deduotio11 111 coaputiuj; ntt l.AoOIMI ior piU'poata o! t he individual lncoat tu. dccauae o! t hh, the WithholcUng ~U dtoi"Utll the l nec. tu. 
'i'ln\e, the wu.l t hler tho tupa,yer, tilt len the ut blll'du a;>O•td 'liT the witllllGICttnt; tax. -
for ex~ple, 1n the cue ol a QArried peraon •lth no depea• denta ldlon entire in- conahh o! a aal&.rJ and llho10 net !A­co~» &DOUAh to .,2,000, t hout;h hia wlthholdlnc tax will MOIIDt to ~751 t he net inaoeuo in tu dllt to the ;,l thholdlnn tax will uo1.111t to .G7.oo. 

• 

~ the other haAl\1 ill the oue 01 & t.upa,yer in the a&~:~e 10•1· tlon except that hla Aat inoot:. 1a no,ooo, t !lour"h 1.11 •1thhol41Jii ' tu la ~11275 1 hh net increue in t u b"au.ae o the wl t.hholcl.lzlj; tu 11 onl)' ~9:1:! . 

In ot her worcl.a, the tupa,yer with t he v2,000 net ineo::w re&UJ P'l• an amount eg'll&l to go perHnt ol ne• tuu, whtreu t he tu• pa)'tl' lflth the 1.101000 net 1nooa. p..,a onl 7 70 peroent ol ne• tu ... 
Thi a l a due to t he tact that t he doduotion of the uithholaing tu 1a 110rth 110re to the peraoA in t ht upper ewotu braoktta t heA to t he ~er oon Lt t 'to lo11a:- br"cka~a . 

t:on••ll'Atntq, t he withholdlll(; tax :Uainlllhot the pr OJ:"Uho chal'acter o! the pr11ont 111Ptax ratu. 

lilllua t he awotaxu are 1ncreue4 aLs&l.tant oatlJ' witl1 the en­&ebent o! t.:.e 'olitbholdin(: tu, or it 1a not allowod u a decotlon, tll.e pruent propoaal will be IID!air to lle!"aons ot 110deat Mau and will ! &TO!" thoae 7itn th~ tpeateat abill t 7 t o P&J• 

CUt at 
ll-e-tl 

( laJ ~! aled) I , I. r ., Jt. 

' ~-
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·-r..Jr: 

se~a t or 
il:;rd: 

!I:·.Jr: 

3: 

'l·.Jr: 

3: 

'lY.Jr : 

"!!Jr: 

B: 

iY.Jr: 

d: 

.! : 

-...J r: 

t;..:Jr: 

B: 

Hello. 

Henr y? 

How a re you? 

Are you . . . .. 

HPrry? 

Row ere you? 

I ' m a live. 

llovember 7, 15'H 
10:22 a . m. 

(Laughs) I see you' ve oeen c;oln~ through t h e 
mUl. 

Yeah. ;ve:!.l , I'm no t licked yet . 

ThPt ' s ri! h t. 

I ' m no t l1clted . 

You're right. 

132 

On t h i s e conomy thing , while I hv ven ' t orogreseed 
ve r y f a r, I' d kind of like to eee you and Doughten 
on B sort of a trial ro m on Monday. :;e•ve got 
so:ne i deas do•..m here • 

.:ell , let's see. I'~ not ?Ot!t1ve , Henry , t ha t 
I Cllr. be herP. Mondaj . \,ill you be here :4edneeday? 

Oh, yeah. 

All right. I tell you, I ' ll see Doughten, en~ we 'll 
arran~e 1 t e1 ther r o r i{onday or :\ednesde;r . 

:,ell , the only r eason I'm- Bell ls golng out <J f 
town 'l'uee<lay night to c;o down to n Federal ReaPrve 
conference ln Atla nta. 

Uh huh. 

So, •• . . 
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r 

a: 

!!MJr: 

B: 

!!l~Jr: 

ll : 

W.Jr: 

9: 

IIKJr: 

8: 

!!MJr: 

8: 

HMJr: 

8: 

!!MJr: 

B: 

- 2 - 1.33 

All right. Well, I'll try to arrange it Monday, 
then. I think I can. 

He'• been doing th1e thing. It you oould cake 
it ••.•• 

Make it Monday. 

•••.• it you aay you're going to be- it you oould 
make it two or two-thirty Monday .••.. 

Fine. 

..••. otter that aa a tentative auggeetion. 

Either two or two-thirty. 

Yeah. 

All right, Henry. Well , I'll oall •.••. 

And then 80 t hat there'll be no misunderstanding. 
I'd like Harold Smith to be there 80 he doesn' t 
think I'm going behind his baok. 

Well, we're to oome up to your ottioe? 

I'll come to youre. 

Well, you're busier than we are, auppoee we come 
u' there? 

Any way you want. 

All right. Well, I'll oall your secretary in 
a little while then. Aa soon aa I can ge t hold 
or Mr. Dougbton. 

~Jr: Now, I eay, we haven't got- but we're readl to 
point out the things t hat we think abould be 
challenged. 

B: 

Hlo!Jr: 

8: 

Th8t 1a tine. 

See? 

Fine, Henry. I ' think we'll- I think there ' s a 
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c 
HMJr: 

8: 

!!l!Jr: 

8: 

I!MJr : 

B: 

c IIMJr: 

8: 

IIMJr : 

8: 

!!)(Jr: 

B: 

IIMJr: 

B: 

- '-
little aore eent1aent 
now t or U. 

Vall, Bari'J, ••'•• fot to moYe on all ot tbeee 
tronte. I mean, we Ye got to aoYe on eoono.,; 
I need more re•enue, and there' a no uae eparring 
about it, but ••••• 

Yeah. That's vbat I told Senator George 711ter4&7, 
that we bad to haYe th11 bill, which 1e 1nav1table, 
and m, Judgment 11 that we ought t o go through wltb 
1t nov. 

But •• • •• 

Vbat did the House - reject it detl nitelJ or 
teaporarll;r? 

~o, Juat postponed eonaldaration. 

Uh huh. 

Poet poned oonalderation, but they didn' t oloae 
the door . They lett it open, and • ••• . 

I don' t see - unleee you ge t more revenue - how 
ln the world you can finance th1e program. 

The Speaker is with me - Bam Ra;rburn ia vl tb me 
on it. 

Uh huh. 

And- but I don't know. There'• a lot ot Joeke7ing 
going on unleaa you're up there. I don't know 
what it 1 e all about. 

Yeah. I bad a long talk with Senator George 
yeeterday, and I don't think he'e opposed to 
t aking it up nov. 

~o. Be called me late ln the afte rnoon and said 
that he talked to enough people t het he aald he 
wa e read;r. 

Yeah. 
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JIIIJr: 

8: 

IIMJr: 

8: 

IIMJr: 

8: 

IIMJr: 

8: 

IIMJr: 

B: 

IIMJr: 

8: 

IIMJr: 

8 : 

I!MJr: 

8: 

-'-
Be-.~ to .no, .... tlae. ljup 
IIU -....na.. All4 1M M1cl 1M 1o ...., to p 
..., U.. tbat Ia. 

Io1. !bat'• wbat- •• ba4 quito a talk about 
u. Bon '• .:¥ oplnlon, I to14 b1a •• 10111 •• 
wo'Yo pt to ral1o tbo aon171 tba~ I ••• no a•• 
ln foo11na about lt, to go o.DH4 an4 do U • 

• 
Aft4 ••'•• got to get 1t b1fore the bo71 baYe 1t 
1n tbolJ' pooltltl to 1Pen4. It 1 t glte 1nto tbolr 
pooltote, aa4 tb17 8pln4 1t, then 1t'e too late. 

That'• ezaoU7 r1ght. 

Whatt ~ 

I think tbat1 1 IDOU7 right. 

Well", I aean, a lot of th111 th1nge - all of ue 
baYe got to get auoh tougher about. 

Yeah. 

Soae are aot1ng ae though th1e vae a p1on1o. 

Tba~'• r1gbt. You're exaotl7 r1ght ~ut that. 

Well, I think Joa'll be eurpr1ee4- I aND- there'• 
a lot of things - we 1 Ye 4one a lot of tb1~ we'Ye 
got a lot of appropr1at1ona that we're read7 to 
oballlnce. 

Ub bub. 

An4 I think that • •••• 

Do 70u tb1nlt 1t' • well to llaYe s.J. th the ret 
!here'• no reaeon eepeo1all7, 1e 1t, or not. 
lfbat 4o JOU th1Dltt 

Well, I 4on't want - I 11~17 feel that I 4on't 
want s.J. th to th1nlt that I a 4o1ng aoaeth1ng 
beb1n4 b11 baolt. 

Oh, no. 
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HliJr: 

8: 

I!IIJr: 

8: 

I!IIJr: 

8: 

Hl<Jr: 

8: 

I!IIJr: 

8: 

HMJr: 

3: 

l!Y.Jr : 

8: 

- 5 -

So at leaet ••••• 

Well, IUPP088 ¥ben JOU • •••• 

Well, it JOU 1l~ let me know that 7ou're coaing, 
I'd Juet ae liet call hia up and 117 the aeeting'• 
going to take place and it he'd care to coae, 
we'd be glad to have him. 

That would be better then, tor you Juet to 
handle it any way you eee tit; and I'll - all 
I'll do il to apeak to Mr. Doughten and eee it 
it'• eatietactory to him, then let ua know. 

Xeah. There' s a little Jealouey there between 
the bunch at the TreaeurJ ••••• 

Xelh, I know 1t. 

I know that, 7eah. 

And eo I'll Juet - I'll 1nv1te him 1n, and 1t 
he don 't want t o come, that'• hie bua1neee. 

Uh bub. 

Oka,y? 

All right, Henry, and I'll call your Secretary 
1n a little while. 

Thank J OU . 

Oood-b;re. 
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Jlcw ....... 7' 1941 •• : 

HOilDr&ble Jlem7 *r,...U.au, Jr., 
Secrehq of ~be !reU1U7, 
W&ab.iqtoD, D. C, 

ICr d.... ~~e...,., 

PollowiJit oar teleplloDe OOOftn&UoD t.lli 

JIOl"DiD&', I _..t 111 toaob c~ Concn•- l>cJaBbtoD 

aDd w lb&ll COM w 1""11' office Cll lloDdq, NO'f...,.r 

loth, at 2:30, u eugpeted bT ,..,.., 

With ben wiohea 1 I aa 

Faithtllll,r ;roura, 

. 
• 

~· .. 
·' Regraded Unclassified



u. s. n . Daniel Glu11r, 
lolWJl IHhb, et al. 

To be u~d before Supre111 Court IGY.Uer 10, 
on writ of oertiorari . 

1ppellanta1 attorne7 is HOJUr Cualuge. 

Appellants oonTioted of Tiolationa of internal 
rennue lura. 

The7 were formerly iasiat ant United States 
ittorne71 UDder jlohael L. Igoe • 

• 
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· .. Jr: 

f-:- ~.c~l 
.. ~~ le: 

~.·.Jr: 

·; Jr: 

o;,. Jr : 

~ ·,.. ...... 

- .. :r: 

Franc iF? 

.~ello , !lenr y . 

How are ;tou? 

Fi ne . 

::ovember 7, 1941 
10 : }9 a . m. 

Frencis, there ' • P cae~ e~>eDr1n~ bef ore the 
:;u:>re'llP ~ourt on l•oveoo:b•r l Ot : - t:n1ted S ta tes 
v ~rEUE 0~n1el ulaeeer - 0-1-a -e-e-~-r . 

.:ee, I'm ver:t fett!.l l f!. r "1 th lt. 

It c~oe u> from Ch1ce0o . 

'iee . AnQ .,e l n thP Tr eeeur y nr e no !"tlcu~erly 
tntereeted. 

[PE. 

And I >"anted you to kr·ow t r.f t th ls 1e e ca se 
tnP t I've ·c~ ~n ln ?n !rom :he bet:1n::1n_ . 

• , ;:. f. . 

n :1C see, t~1e ,;oee bl!ol~ tO t!'l~ ti~e i\·!:~:: JuCee 
Ce:Dbel~ •·ae ..:r.1 : ec! 3t e.. tee ...... 

: kn~~. I've tB:~ed :o 
P t le~~t~ , a~C I ~alkeU 
ver:; a:lx1'l'.JS to wln 1t . 
c~!e , I ' ~ sorr~ :~ !ay . 

3111 Cco~oe!1 aOou t lt 
t o .)Ur _eo.,le a!'ld : ' m 
It'c n? t R '1'! '!7 Et:"O:lf 

1.39 

I .oer.::: , 1n th13 sense onl y , t na t :r.ere ·,·ere A e;o~6 
-na :-:y thet the r eccrC ~·ent oret t:,• t a r 1r. re:u~r~: e 
tn~ t ~2rhP?s oue~tn ' t to ~~V ! ~Otten on - I rnesr. , 
·· er. t - you kr.o'~ - C,:)rtlft'll!'rl t1n~ on t '1e hab!. t s. . 

'.\ ftl~ , I ju~t C!-.:n't "-'C\ . t y~u to : !lln.k t:,o: t~~, 
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wee - th1s 1s a tell ow by the nome ot M1ke Igoe •.•• . 

3: Yea. 

f!l·!Jr: .• , . . before he was d1e;nlt1ed. 

8: Yes. 

'II·:Jr : 

2: 

:iY.Jr: 

3 : 

:..1.Jr: 

a: 
"'!Jr: 

And lt'e a long drawn out tlght , a nd as long 
ae you know - and you personally a r e t aklng an 
interest ln 1t ••.. . 

Oh , yes . I got the boys 1n and eave t hem a 
tal k. I said we had to w1n l t , beoause 1t 1 e a 
esse I don 't want to loee. 

Thank you. 

Al l r1ght, Henr y . 

Thank you. 

See you later . 

Good-bye. 

Good-bye. 
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.t :!OYtA.l i)U J 
For t'~ ~~s"LAry' a pi~ry: 

:1 ovo-.her 7, 191.1 

Preeent: Tho Socret•ry 
!Jr. White 
:Jr . t~uhn 

141 

•.tr . Clem•nt Attlee, Deputy PriMe "lini• tor nnrl Lor1 Privy Seal in t'• Brllbh Cabinet came to s ee t he Se cr etort this morni.'"lg, • eeom)>£nied 
by 'lr . R. J . Stopfori . 

Jr . ~ttl•$ first deliver~~ e vorb• l mr'SPb· rrc- o~orfrP.y Lloy., 
U.nbt.er ot" 'tine~, St&.ying that Secrol~ !lorgc:\t.h&U hf\d bee., of "KOnlerful 

1•1 t o Vto British in the nnttor of oil. 

The Seer1t&ry r.s!:ed !.'r. Attlce about his bpre• •ions ot A:Deriee, · nd 
.,_ rtlct.l• ·cy &b'>ut '11s h ">reseions of J.oobor ' s attitu:!e ho-e . The Sect""t•r7 
ui' t '!At 'o felt Labor WM ::10re s trongly leterr.dno<l to ~"t iiitler t.h'lll 
•n.• ot"ltr grou:> 1.'"1 koeric~. !lr . Attlco o:U.i t hat this was his l..lr.re•sion too. 

The tall< t"en shifted to prcbleos or nroduct.ion. The Seeretar.r felt. 
t~ t ~~o <l'"••test need today was to utili•• evistin!' ?l•nt• , so th•t the 
ch"'n.;e-~~r from civllie .. •'\ to deren~e :>ro 'uct1on eoultl be accor.t "'l.ie~e:! mre 
·W.ckly . It you trs.ns.,:U.nt a tree an I toke a ye• r to ~o i t , he seii, the 
Lr•e will l ie: if it i s P4t back into the grounl and ~•tore~ it will live . 
'lr. I ttloe odd that t he British themselves h•vo rle!)ended t oo lliUeh on new . 
vnt conr truetton and had not utiliz~d exiot\n0 olr.nt e •.!"'city nuiekly 

e"ou._t . He oai<l that he was t ili.">kinJ pl'rtieul~rly of the nre- vmr oer iod 
""en • ll the a"l\':lhP.sio was on builuins oomethins now. 

The Soc rat&ry s~id that a much :nore r•lllhtie t.ttitude to""rd pro­
.. 1tctlon "'\roble.~"W vt~~ no~ becOiline ap }II. rent. ln tho Arlta.L"listratlo.'"l md 
~·., t he ~a r.IO)re eneou..1'"3eed n~" t:1f!n ~"t an,y t.Lu <~~~1.ne~ the at.G-t or the 
• " · He f • lt that we m>ulj !\.an a ohortnr:e or bber l<i.t.hin six m:~t'!• 
- !tor tho n,.. "victory" p~og-rgr,t ;;ot unt!o~"1l.j', Ln' thr t t he dioloe>.tion 
··"' wte!>>lO)'IICnt Of the t r QJ\Sition ?OriO-\ COul:1 be re \uced by USin£ <>xiSting 
l•nt • . 

l.,..,.~ri."l(; a question !roo !lr. \".bit • , :lr . Att.lee st:i:1 that a 7ery heavy 
•rce~t ... or Britain' s labor potenti~ ns nctN boin,; IL5td in the ...... ,. ertort. 

T.1t~ n~ vt been stories of unempl~vment, he ·~id, but t~e~e concern ~~ker~ 
'·~• ~rt a'li~tln,; to no·., Jo1>: . 

Coctor 'i','hit~ as~~e:\ whether any memor"'llldn tr01~ shoo atew·r·ls a..,J other 
f-,etory onnloyeoa in Engla nd 1rere available t o uo in hol,in;: t o •olve prc ­
uctlon problems . He sairl that i t would be a eroat help 1C such nata could be 

SU!"•U•I . Mr. Att leo sai:l t.ltat t he B•·ithh ha I "heaos ot it" an I un;!oubtedly 
'Jr . Btvln woull! be gl.U to suypcy it . 

: -

< • 
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n.e StoMt4"7 Uun asked about. !ood con:11Uone in lb!;l&nd, and 
cit·•;! !lr. eo.• s reoort. that the BrUisb ...., ... not catting enoU&h to eat. 
Jl:', .:.tUee sdd the answar rtependMI on wllat ns •eno\1/lh." Health o!t1c1als 
1.n D>ibnd, he s!dd, reported that people wore cettinc onoueb , but there 
... r. ltJ1'I:f 1itt1culties o! distribution durinc the period or the air raids, 
,.11 the~ "~" ..uch d1tr1culty in getting tho heavy workers the !oo:l they 
wert Mcuotom&<l to have. Since tho blitz t!lose troubles h~ve bean correcte~, 
,,rtlT by the estnbliohment or canteen• in large t actorios an i &t the mines . 
'l'ho a:oount or tood an1 the qua.lity or rood avaUable in the tuture, he said, 
·l,pon led on the tonnage avallable t o carey it • 

.en a!l}'in0 soo lbye t o llr. Attlee att.er about 20 mi.'>utoo, the Secretary 
s>il that tho Britioh were doing IMrvelo\CI things and t hat all or us a Omired 
t'1er.1 tor it . 

0 ' . 

. 
• 
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Deni el 
3ell: 

;n .. Jr: 

3: 

" .. J r: 

3: 

o,; .• Jr: 

S: 

2: 

9 : 

!-.1!Jr: 

~ , 

143 

!lovember 7, 1941 
12:12 p .m. 

Well , he wae very much intereeted; and Lovett 
came in and said t hat we Just go t your letter 
yesterday and those figur es ar e all available 
a nd they 1 r e now bei!l; ICrked up. And he gave us 
the name or the man which George i~ going to 
oall ..... 

• eBh . 

•...• and see it t here's snytt.ing 
to hel o out; but he says t hey' ll 
in e day or two. 

t hDt we can do 
be a•1a1lable 

Ob, he di d? 

Yeah. !!e says they 're no~· working t hem up -
s tarted on them yester~ay when they got your 
letter. 

~ell , ot couree, I didn't know. They didn ' t­
but did he - was he interested i n tha t ? 

Oh, very much. He said 
in t hei r own work also. 
ou t cons i derably. 

t hey'd l ike to have i t 
He said it hel ped them 

Yeah. 
on the 
And we 

I know . 

If they had t h11 t ohllrt? 

Lovett went i n t o some long explanati on 
elde about ruoplemental ao)roorlat ions 
~eren ' t a bit inter~sted ln it • .•.• 

.. ... and t ilt>t was all rlght , but Stimson showed 
P lot of interest and eaid he t ho•>ght tnat 1t 
wne a gocd thing to have and they cooJ.ld use 1 t. 

And be ..••• 

And Lovett enid t ha t it w11a being worked up. 

And he wants tha t chart? 

:>e l ett hlm the L~n6.-Leaae. 

. ·-
·' 

•'· 

-

. 
• 
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... 

IQ(Jr: 

B: 

HMJr: 

B: 

IIlii '"' 
Y.U. 

- 2-
1M 

Well, I ~Ilk that G.orae OU&bt to lend one to 
lno:~,. don 1 t 7011 think eot 

It volll.4n 1 t 4o all)' bal'll , )'eah. Show b111 what 
ve'n 4oin&. llllre, I think that it miSbt be a 
soo4 ~ng. 

I!>IJr: Bow about letting Georae walk it overt He eav 
Mr. lno:~. 

B: Yeah. 

IDIJr : An4 let b1a val.lt 1 t over and then - eo that there 
oolll.4 be no qneetion, I 1 4 aleo have George welk 
one over to Stett1niue. 

B: 

IDIJr: 

B: 

HNJr: 

B: 

I!NJr: 

B: 

1'ba t 1 e all right. 

Beet 

Sur.. I think that m1gh t be a good thing. 

Walk one over to Ste~tiniue and walk one over to 
lno:~r. 

Yeah. All risbt, we '11 4o that. 

!hank JOU. 
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lll!Jr: 

Lleut. 
Sl nton: 

lll!Jr: 

S: 

lll!Jr : 

S: 

lll!Jr : 

S: 

RMJr: 

S: 

lll!Jr: 

S: 

llliJr: 

S: 

llliJr: 

S: 

HI!Jr : 

S: 

I!I!Jr: 

8 : 

:c ... 

Sinton. 

Go ahead. 

NoY .. ber 7, 1941 
12:5J p ••• 

1&5 

The weather, I think, will be aatietaotory. 
We'll haYe, possibly oe1linge down to two 
thouaand, but I belieYa we oan go up to New 
Hackenaaoll: oontaot ae long aa we atart by three 
o 'olock. 

I can't start by three o ' clock. I aean ••.•• 

Yea, e1r. Well, we oan go into LaGuardia later. 

Well, how about LaGuardia? 

It will be all right l a ter. 

Are you aure? 

Yea, eir. 

How muoh oe111nga at La&uardiat 

LaGuardia should have at leaet twenty-the hundred 
to three thousand. 

Well, ia it getting worae or bettert 

It ahould not get any woree at all. 

I aae. 

After dark 1t should hold. 

Wall, I haYe Cabinet; ao the tarl1eet I could 
leaYe would be tour. 

Four o'clock, yea, air. 

That would take ua to LaGuardia. 

Aye, aye, air. 
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I!IIJr: 

S: 

HMJr I 

S: 

H>!Jr : 

S: 

HMJr: 

5: 

HMJr: 

5: 

IIMJr: 

S: 

HMJr: 

S:. 

HMJr : 

S: 

HMJr: 

S: 

HMJr: 

S: 

You vant ue to etand by down at Vallh1ngton 
Natlonalt 

Yea. 

At ••••• 

Let'• eay trom- let'e eee, Cabi net might be 
onr early. 

Sir' 

lth1 not be t here, eay, doee i t aake auch 41t~ 
terence wher e you etand by? 

No, air, not a bit. 

How long doee it take you t o come oYer' 

~ell, it we're over a t the other field, it only 
take• a tew minutes; but we'll etand by right 
here a t any time you eey. 

Where are you now? 

I'm at the Weather Bureau - at Washington Na t i onal. 

Oh, you' re there now? 

I haYen't the plane, no, air. I ' • oYer her e 
though, checking the weather. 

Vall , I think you can be there, eay, from three 
o'cl ock on. 

Yeah. I'll be at Waehington National from three 
o'olook on. 

Yea. Washington Nati onal. 

Yee , e1r. 

Nov it there'• any ohange • •••• 

Xe1, air. 
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IQ(Jl': 

8: 

HMJr a 

S: 

HXJr: 

S: 

IIXJr: 

S: 

.... . plNae 
do 1 t •.•.• 

• oan'c 

t .. , 111'. 

•• • • • pleaee l e t Mre. llot& know. 

Mre. llot&. I'll let her know, 711, e1r. 

Pleaee. 

Aye are, 111'. 

'ftlank JOU. 

Oood- b;re. 

• 
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11/'1/41 

~~ ~original o! the letter to Kr. Don~iYi 
~d the attached clipping !rom the s;itimore 

.6n were left with the President b1 HK Jr 
when he aa. him at Cabinet today • 

• 
• 

.. 
• 

Jt~ ... 
..,, !;.,. 

·~ .. 
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Il-l t.+(. 
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.._... 
• t 

,,. 

I 
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., ......... 
I 2 at •1&17 ut .. "' • .,. -~ 

o~W wltll JW ... utllur ~CFFIS~Iei.'--11' 'M! u Mull\ U11u 

iatla\lw pa "• ... tllu a; 1 ut,..... • llc1ela\,_ 

w ·---' tllu ~ .. -==lll'ldlls ,_ .. 
Oil • Ptccaw. I\- .:U. U.\ U w ... • p:eowL a 

tu ,,_ .-.. • = ill u. -' ut u..ua _. ill u. -' 

ut u. Dar- ...... 1'-lf, - Mil\ """'" • an. ..... 
w Uuuft • :aa.,.. -' ut pvubub; ,..... till • ..,. ...,.~ 

'-• ID ... up?wt• *-- \oariM ...U ,UU u\ W 

., 1J111tw, Wu Mil\ I'Uioml?lur tlla\ --~ 1e U Ill I I'J 

-sp]'-""" ut pr111u ..v.1 ....,_,.u---· u. ..u.s.,. 

uttu.U- ut ,..S. -'""*1 1e ~ t ; S ' ....... 

IWViu\1w ut Ullu ......, tw ...... 

' u t.sa.u -- ... - ruu\rU1A latlu~ .., ...u -
dlruuW uuilllT u\ Ullu\ JiUft ut tllu Mu-ll ~ ** 1e 

~ ......... - tllu,.,..,... ut ul•U. ........ ...u 
liU ut • ukn;ioor tllu\ 1IU1 aft S.f--== .. -' ut ... 

...... Pu P .... ,..... w tar --to 
Jll' I in..,_ uf ul..US.UU ..... tllu\ ftc- ..... Mil\ M 

--- ....... .. '"f .. ,.....-~ \u .. 1..ul ut 
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THE a srx 
NOV 7 1941 

TUG T l BASUZY WllJ. NSEO lund. tb~ WW:mplo)-mnll bust fu11d :~nJ 
TUIJ AOOJTJONAL MON&Y Other trust accoutua., Borto'lll'ln,t I rom tb~ 

1\fm tbdr tonfrrcnce • itb Stcretuy Jptcl:&l attount• h.l\'e altndy anrt;lt..:d 
MortcrntUu on Wtdnuday, mtmbtr. or the $;07 ,000,000 In the 1\nt (""r month$ or thr 
Wa)'t 11ncl Meoru Commiuee mtntiontd 6fC•I )'t.jr MHI, ..-:hllo. '4mr ot thc-.w htrru 
$-6 .~.000.000 •• the aum which the -.111 not ttcur dur!n1 the rt-m).il)du of the 

Tre••I,II'Y bopecl to raUe by ctw tun oa .nnu;11 Jltrlod. the total .t\'lli1, blc- "'itl fle\' t'l· 

irwll,·idu:al Jncomr. dt('lf~' br v.tll i.n Uet'! of $LSOO.OOO.ood. 
11 I• 1 Lup 6J\ITC', the auain.mtct of lt mJ)' approach $1 000,000.000. 

• \lth would jul'l about doublot the pttt.rot E\"tft afttr h,t!l.ad\'Ut.t.tr'hl• btt.taU • 
IDdl\idw..l incem~t-tu lNrcka.. It is not w:r· 1ot tbne torlf·borrowi"'L tM Trt:uury • ·dJ 
rntio.c tba.t maDbt:rt of the C'OIMiitttt: t liU lu\t tn eoat .... dt\Ttl bUbooJ ill 
Aould Mow rc:luc.t.a.M:~ .bout a«tptiQa: autb public tol.at> duriftc tM twth"t IDOOths. Abil 
u lll*lll\l as a buis fot a DtW m "tmto: biU dtf:Jl*t~ • funkr me Sa mUUtt due to 
aoW. Tupa)"tt) hl\'t" DOt ret bad time to t.ap.aaod.u~J buwetst. tiM risia( coK ol eft.. 

btcocnt accustomed ~• the 1U&bCT ratrs ilft. fc~ w\11 nu.k:co f01 t'U t mtc:r botrowiq 

~by oh< $1,100- biD ... ,w~;. the lollowO.. f"'· So k b.de1< l.llat lito 
~fft'lbtt. Wit!l Wit biU and witb two Jl)t() Ttta.sury will IIC:rd a rrut dul~~~ott ~ 
mt.uuru. tad:. of wbkb wu. exptttcd to •~ tlut it boot too toon for mmbtts of 
Ulteo tbout a billiOP a year, fmh iD mmory. the Wtys •nd Means CO«Dmitkc to bqiD to 
rk,ti'c ltfl•lJtol'l could ba.rd1) be u:pecttd. t.hinlt about •v• aDd aw:a.n.t o( taiaiQJ it. 
to tti<IW enthVli.um fo( a plu to ~se aa They 6o Mt n«tsurtly hnt 10 t.tke ttl"e 
• !So!lltional •um or nnrly 11\•e bmions.. Trc:uury"s fl:'lttbocb. nor t\"tn tbe Trcuurv'a 
~tllher tbt m.trnbt.n. o{ the commiuee 6•ure u to tbc tmO\II.t. BUt tbry ca.apot 

1\oCH IO)'OfiCI etu can dmy, hOwt-\'t.r. lh.u thr afford to dluunrd the Uftttlt .wed for 
CMC'mment nc<'ds the money. Tbt Trru· 1ddhlon111 rt\'tnu!f. • 
Uf') ·, l(fOUI\11 for October. fourth month ia ln conncctio•• -.hh this nud, It mwt bt 
tht current ft!C'AI )'ctr, ate juw.. "-. 'Thty cmphasl&ed th.attbc borrowir~~ and JpCOdiOf 
tMw ~tlonal·ddrn~e ' c.pead:itotts of or tk\~n or more tMIHon• of doU..n a )'tar 
I I •1:.000000 tod tOCll upmdituris of Ia • pcrlocS •1sotft fOinlotn'lotr ,oods art llmilfd 

~~ Ol1000000 for the month. Siftce Julr 1 io supply will ttotNt t a lftmt:ndOID i:1· 

Nhoul dtfe:ruc h.u cost \be Federal Ge\·· &tioury snaure lOt tuc~ pric:t:s.. Aa 
--~~ $A OJO.()()O_QOO utd 0\'uaD ~ tf«tiVt: pr1«:-cotltrol biU • JI be QfCtf~ry 
Jut .a.mouott6 to $1 ,o&l,000.0Xl. To dt"; . ,. ~ 6nt lbtt of drk ~ u....ast t» pr~ 
fr thl! ~ bdl: Lbe T~ bd •ut'C" Bvt eo prirMfH!trol WI en Pf"'C'N a 
$1 "-• ~000 ill «Vfffur:J. 11M- dfttc>t t!Q..t pt~lt riJit ...-,.. tl 11iw umc liiH ~rr & 

" ' ,..,..: .00 'JOO for tat touroUIODU ptriod. • ht.t'')' u.ut ... dt·icJkd h tteh.Kt ~~ 
,\ t tit.~ ,,.It it it rnr to bd~"t that tbit bonowit~l and ~Jto to rtdwc partlu.tmc 

nJd(~ Durt.:u's fom:.ut of a dt6dt of pooa·n . thu• rtht\·ifte: tbt pra.sure • ·hidl 
tlOrr tb.tn t~tl,·c billloru.for the- 6:KSI )'t'01~ ttndJ to font prict1 up. 
tntlt:·r nut juM" .;n be rulik'd. 1t lillY Tbtrc I• thl• 1urttlotr polnt. If w-r ba'~ 
HM\ be rxc«dtd. Thm wilt~ 2 fUlHt~n·l.ii.btion, •c will PQ)' out In )licb« prictt 

. t l ri•t '" colltctlo•u after j :'lnuln' I, dlar much more tlu.n we.,, Uktly to ~Y ~~ 
11.'1 tbt bt:'l \'ltr lncomt •~·In carried by ~tuH and hl' t notbll\ll to tbow fot it. On 

·~rl'lt l)' adop«ed tu l.aw. Int M'.utd revt'll\¥1hr other hlliMI, U •·c ctn (bt(k lnlbtion by 

1 olrud)' coming in from. tht ne• ntisd.\.rlu controll. htl\')' tuu and other mt:a~ 
1llr Trcaturr wlH abo bf. able. to bonow.ckftntt .rlll mt Ins, livinc wiU <~ &us 
•~o~bm.ntlal sums from ~ oJ~~JC insuTllnce st~d ••~ w-~1 be better off aD around. 
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.,~~·· 
1 ...._.,_. \lla\ ,..,. - Toa , ,... .. ,_.,.,...at \M 

MctiU\l., of~.- 111 nl \ llo ll&l'cia ,..._a h oa 
oot\o•- all ,_ __ ,,..'" f- 15 ,...- \o 
10 ,._,, ftJ.o oft-' of \llto ... , .. , It - to ... -
.. 1, 'llo to ••• , ... _ aoro aotho o~au ... -u..a.-11 
oa ...,. -' of ...,. .....-.1 ,..llo, olltlo ••mac • ••N 

-· ._,, "'"" ot '-"'· ll-... • ---~-. Cotto•- ell, of ooano, lo . .. ot...,. Iter u••UUoo 
la \M ta\o - olb ....... - -.Uaclr wtll ..,..,. ..... 
ot.....Uo latl- la b\OJalatac \llo ... 1'&1 ,,... of 
- - •ur pn-. h llao ahoe4T ..,.,.. ... Ito ,_..., la 
prtoo ol- .to,....t loot ,.ar, - -· roporto •- \o l llllloato \llat jJ11111lo oponlaUoa la roo•t .,., ... llM 'lloooao 
&II lanoulacl7 laj.arta&\ latl- la tM -••· 
• 

1 .. aaar lf \M a.-«ur a.-.. AUlalotraUoa 
oo..U aot .. ·-•Ill-. ..... , ~ •. 1a \M la,_, ot 
..... , .. ott a ·~·"'" pnoo -.. tllat atc llt Jooparil .. 
ov prtoo ooatftl ...._ ... 

'1'M loaoralllo, 

!be l oorotarr of Joplnltvo, 

•aolllactoa, D. O. 

111, .ell a .... .,. 

ltfu,5,4l r- 1 ,_!::: cc 
t,j)o..~ 
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TML .YHITE HOUSE 

WASHINGTON 

Venr Henry: 

trovecbor 7, l !l.U 

;~ ~hnnY~ for the 3peeial se ries 
Of COtr.l<!rcial poster3, 1 41:1 p:lrtieulo.rly 
~lensed ~ "Ave thee. 

':'his is indeed splendid cooporatinn 
ll1lCI support of the Defen:se Sa vi 11&8 Pro(IJ'aa. 

Very sincc""ly yours, 

Tho Honorable 
'.'he Secreta>-; of the TreasW"; 
:lo.sh!...~uton, D. c. 
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TREASURY DEPARTMENT 1S6 
INTitR OI"F1Cit COiolloiUNICAT10N 

Secretary ~lorgenthau 
DATe November 7, 1941 

' 
Mr. Kuhn 

Jerome Kern told me on the te lephone today 
that he was coming to New York November 12th and 
woul~ be there until at least the 24th. I asked 
if he could come down to Washington during his 
stay and he said he would be delighted to come any 
day we wanted him. I t occurs to me that you and 
~rs. Uorgenthau might like to invite him for an 
evening. 

? 1<- . 
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TO 

...... 
SeoretarT Korcenthau 

Kr. )(uhD 

-'" ..... 7,1111 

Howard Dilts b back ill the la1t &1111 will 1M 
aTailable to oo.e to W&1hington aar dar or eYeDiDa 
next week. He baa a lot to report about fllal &DI 
a lot to dieou11 about radio. I told b~ that I 
would let h~ bow. 

.;. ~ . 
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' 
.1 Tr~ Deparwon~ -

Divlal oo ot llooe~7 l!eM&rch 159C::: I' 

Novoober 19 , 1941 
D& ~·-------------------------------·19 

to: " r. 0&\'C !.!orris 

I Lh!ok •.he Secr otary >tUl be i nterested in 

r•tli! ...... !.!r . 7'aub ' s t.est.imony bef ol"'f! the Tolan 

r.~1· t.t'• . I t he doesn't. wish to, he should 

• " . raub 1s an en:-heer very well qual.ified 

~c d!~~"'HU t.!'le ut.t.ers about which he test.ifie<!. 

H.D.t . 

1111 . WHITE 
Branch 2008 - 2147 

'· I 
' 

'I 
' 

· ~ :t: , 
~~ 
1: 
i 
" 
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Btcth.CI llat~dY.: .. Boar . ..fr:'l'.q,, 
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TREASURY DEPARTMENT 160 
INTER OFFICE COMMUNICATION 

DATa Nov8111ber 71 1941. 

TO llro \fh1\.e 

Subjoct : llr. Taub•s L!aaorandlllll 

In hi• m111:orandua (and in b1.s testi.oooey bttore the Tolan COIIIllittee), 
1:r. Taub pointed to acae glaring cietic1anc1aa 1n cur utUisation of ..anu­
!actorin& !acUities for defense, 

1. He could arouse little interest on the part. o! the ~ in a 
pl&l1 to onable idle autcaobUe plant !acUities and labor to bt used !or 
de!enso production - &YIID tho"811 the mnuracturero were interested and 
their T&rious plants were idle to an extent o! trc:m $0 percant to 90 
percant o! Cllp&cit:y. 

A small sample •shopping list• was prepared - consisting ot gWl 
c:ountings, tiro diroctore, tank t ransmission, etc . - and TSrious auto 
,..nuraeturers selected item~~ otf tho list for manufacture . But no com­
pNhanaba list has been prepared. . 

2. The Amy ascribed its lack of interest to the fact that it 
had no orders to place, which is a surprising situation 1n tho present 
- rgenq . In ouch a canter as Detroit , Ordnance o!licialo were •very 
nat and JDOre or lese diointoremd•. He states: • There is nowhere an 
attitude copable of bringing about a shopping l1at•. 

J , He bas found idle mnu!a.cturers - large and aaall - wiJ.l1ng 
to !ona •poola• to produce dafense itas, i . e . , each Ml!ber ol the pool 
to produce parts ana quanti ties tor ,.,ich he is equipped. Onder this 
plan (which is used in ~and) 8\'en oaall shops can bt used and even 
""Ptr buUdinga (for asa!Dbly). 

Such •poola• haw been formed in Toledo 1111d now the poole are 
askl.ne tor orders. 

b. Government ofticiala IBn boen ref'uaing orders to many plants 
because a particular a chine might be absent 1n the plant . Tbio policy 
has faUed to take into consideration tbo mechanical ingenuity to bt 
founl in our factories. Furtnermore , if "pools• are rorud, one plant 
ai&ht wall ban lll&cbinoa to sup;>lcont equip111111t in another tactor:r. 
Such pooU"i &lao onrcoms IIW\Y technical dit!icultiea encountered in 
COOYllrtil'l,l a einglo plant, 

:-'ft· 
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Dl.ftd.oa ot ~ ....... 

$, S. 1& DOt CDlT 0"411K Md alooat. \be t.U. .. e to U8 S4l.e 

oapoc1ti7 to prociiiO• det-• 1~ ill t.l.- u.. _..,.,.""' 18 ~ 
al.a-d at. til& prup1n ot -an U, ..,,.,.Md J..bor. a- ot 
W.l.lbor -.;r be ellecrW ill- ..r- plata, II-'~,.,, .. 
1 .tqat.~.OD to ,.. -- ....,.. .,_ teGU.it.lea are lGO.W Kid 
tile proepeot ot • -8117 n d po&t.ioD .._ t. 1.- clllt- JII'Cipoa 

11 CCIIPln.d. . 
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: ':l.lORAIIOOI! 

OFFICE OF PRODUCTION MANAGEMENT 
SociAl. S«uuiiTY BUILDINCO 

WASHINGTOtl, D. C . 

Oetober 27, 19Ll 

TO: llr. Stacey l1q 

fr.OM: Alex Taub 

s;dJa:Tt Experimental Shoppina List 

162 

0ur1.n<: the early discussioos with tho auta>cbUe industry 
m curt.J.lllent of that industry it ....., a."Toed t hat curtailment 
sbol.ld .. ove hand in band wi th conversioo . To otrect this you sug­
·ested 1 s hoppin.; list be organized n- '111lich curteiled industry 

coul d sel ect defense items '111licb they could a eke . Tne Auta:>ot.ive 
Section or OI'!J accepted this suggestion in spite of the fact that 
speaker s tram the services i ocll.cated that they had no work to place • 
.;ootect ,.as made with Ordnsnce and other e1epartrnents of the service • 
.r. ?oterson in Under Secretary of War's Office was "etailed to act 
as door opener and intr oducer. General Lewis and his group nre the 
only onos who reall y J Ot .dO\m to the probl om and t'inally fUrnished 
us with a book of so,ne thirty items . Those i ncluded Munition, gun 
ooountinds , a ftre director and n tank tranoroiosion. Arrangements 
.,ere ~~~&de tor the writer to meet With r epresentatives ot the nine 
lJto ..oanufaeturers at local district ordnance of!ices. Consider able 
a.1ount ot intere:st was in evidence by the 11anutacturera. :-!owever1 
•ach i n turn pointed out t hat he had been in contact with govern­
.;~en t proeuruent a;;e!lcies on cany of the it.&lls listed and bed failed 
to .;et eons11erat1on. Sa.etilr.es it wu a 11at ter of price and scce­
t!as thir.gs just died o.'l tile vine, as it ..,re. Tile ~~~&nufacturers 
~\'rl all Of the O?iniOD tnat s pecial arrL'&""""tS should be provided 
ror t.10 handling of heavy unaplo-Ji180t areu i n order that ne;:otiated 
arrar,.eaents could 'oe made thet would bear in mind t ::at our project 
was two-fold : first, check Wl81ployme nt, and then expanll defense 
rroduct.ion. , 

r:, • .oaterial wa.s l eft witil these manufacturer s wi th the 
• revisi on that they .,., uld advise the Aut<Xilotive Secti on of 01'!: in 
letail as to what they wer e i nter ested in . 

T'nere is a consider able difference in atmosphere at the 
Vorious local ordnance district offices . Col . Armstrong and his 
crew in Chica:~o really put on a s now aod cave repr esentat1 vos of 

' 
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s~uJeoaker, Nash- Kelvinator a real opportunity to see the drawings 
11>d hear fro.~ the ordnance exper ts as to the nature or the ::erense 
wcrk . 1'he Clevelortd Dietrict ot'fice did a ~ratty good job although 
,.0 t u,> to the Cnic8go set uP· T'ne Letr oit J:istrict Office was very 
flat Md more or less disinterested . Later, explainin<l this s itua­
ti on to Col. Quentin in Ordnance , not m owin:l that the Detroit area 
was Dis particular ordnance otfice, "" ere tol d b•· nt... that the 
lael. of interest was dua to a lac<: of Sy;llp&thy with the project 
t.~u t. tne.,.. could.n' t. U."1.ierstancl now you could tave a 110ppinc; list on 
1 t,a,JS Cor which there lfere no o.N:ers . 

D..rin;; the tollowi"" two weeks contact was m.ade by the 
''ord otor Car Co:npany with the object of zetting the tank trans ­
o.iuion, a 57".o gWl tlOWltinc, and the fire director . Later arrange­
.-ent.::J i'ier e tua.de with tne Ford l:otor Coo.pany to manufacture t:;ears 
•or :ra :.t a.od T.'nitney en;:l.nes, at first for everybody and later 
:-enerbl ::otors decided to :os.;.e their """ ;;ears for the Pratt and 
'·it.ney en;;ines which they nre to'<eanutacture . Otner ca:,panies 

:...<>* a certain &'IOWlt o~ interest aod prepared oi cs and bet'o-een 
t , .. ~ade contracts on practically all the i~s in the list at 
1.10 period. 'i''na Auta:ootive Section ... as ':>roken u;. and the conversion 
. -art or the dep:;rt.cent becue the pr oble:n of defense contracts 
J!st.rib ·ltion which was to be reor(l,a.'"'lized under .4. Odlu:::~.. Lr. Ad.a.:11 
~~d the writer nad several discussions with the ~embers of the Derense 
: ont racts 3ervice and it wna un.ers tood tnat th• ohoppi1~ l i st which 
"•d proven itself to bo a ver : J.mport ant and needtul instr ument woulcl 
be cnrried on by tne;a and expanded. iie ;;er e advised by t.:r. l ahoney 
t.:.u H was t aeir intention to obtain the services or Army, ~<avy 

a.1J Air orce representatives whose main job it would be to gat.oer 
~ter1a. for • full si:ed shopping list. !~ese s rvice ;;en would 

boo ..nder Col, ,.._,.. in the OJnder Secretary o.f ':ar' s Ctrice. 

At. the present, s~e eleven weeks later, t:tere not only 
Is no shoppinc list; there is nowr~re an attit•~• capa':>le of bring­
ln ..... oJ t a s:1oppiny list. A parallel contracts distrib.tion ;;roup 
., b!On set up as outlined under Col. uare and thio (>!'OUP is very 

cr.pa.!>le but it is bound by the same strin-Qent rules as any other 
i'l"Oc .:.re.:nent a.;encies and in no contacts t il at we have made has there 
J ·en the sli.;ntest indication tnat t hey would be even willing to 
w·rl\., _;e for so:t~e of our diatre ... sed manu!'acturera to see so.ca of t he 
r @.wint.s of the pr obaole pieces tnat ee.n ·~c mads .J\less t.ney -r.-er e 

~!::din ... in the re;ular c.v.nnels . A shoppin~ list in spirit 1t not 
i t. !act. is tre...endousl.y essential re~a..Y"dless of tile :-resent state 
o· • "oc.~eo;ent as I don•t believe the no" o• a :mitiona <>8alns to 
:"tr N.Sent. t..'le voll.l:la neet'~ 1."' the ti..:i:e we nave. Tnere is an e.nor­
-"W \:lloJ.Sed but usable c:ap•cit..- LTJ this eo1..."'1tl"f and althou,s.'l n do 

-'J" 
·. 
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not lilce to produce ., over-long mOllorand.lll, I should like to restate 
annera to questions that have been put to us before. 

we have been asked; 

1. How can we, consistent with defense neede, more fully 
utilize exieting production facilitiee? 

Salle doubt is thrown on t.bis question because it states 
•consietant with defense needs. • At the ma~~ent the zreatast draw­
back to the utilization of exis"tiag production tacili ties is the 
consistent ld'fice that we get traa the procurelllent li&ncies that 
tho needs have all been covered and hence o~ the production 
facilities now W>der use can be used. It is entirely useless to 
or&anbo the t.rcendous production facilities of t.bia countey 
unless '100 rk can be furnished for these facili tiea. BUllona ot 
dollars are released for t.bis purpose but apparent.l;f it dries up 
very quickly. 

2. 11bel'e does the excess production capacity exist which 
should be utilized? 

Bearing in mind the answer to No, l , assuming we hsd worked 
for Distribution, our larger facilities can be found in two national 
groupo; the large mass producers of durable soods industry such as 
motor car a and. heavy capital equ1paent, and the small manufacturer 
normally running a business of his own, 811ploying frail two hundred 
to a thousand employees, sometimes used as a parts maker to the larger 
ccmponios , Ten aontbs ago, when I first returned to America, the 
state ot llind of industries such as the motor car industey was s"till 
a,;ainat any interference of their normal business. Defense wark 
,.... onl.)· acceptable to those llho foresa" a possible cut 1n their 
output and these YOre very few. At that tiM the announced percent.­
a;;o of facilities avai~le tor defense work was 1n the nei<J)>borhood 
of lS,:. T~, with curtailment on tho preaiaes, it is freely ad­
a1tted that SO% ot the fac1lities can be used tor defense with a 
pesaib1li ty in certain areas of extending thia to 70%. l\'e have one 
instance ot actual practice llhere nearer to 90% ia used. With proper 
plLonin&, considerable e=pl~t can be absorbed, even in shops 
Without any facilities except empty buildings and a taw cranes. 
'lho amaUor manufacturer who, n\lloericall~ by factory units and 
n1111ber of employees, far exceeds the large manufacturer can be 
brought into the picture ~ if his facilities can be used to their 
lW<1111um even though this III4Xim\liD dcesn•t c0111pleta a project. By 
Pooling hia facilities with the facilities ot other properly 
aeoJraphically placed small factories a project can be completed, 
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The present practice or examining a list ot machine tools 
and determining by remote control What those taoilities can make 
exclude$ the greatest facility that Alllerica bas and that is mecb&ni­
cal inienuity. By allowing a pool ot these smaller factories to 
eX&Oine a defense item they can determine for themselves whether 
they con make 1 t and who else to bring to their pool to c0111plete 
the item. This 1a a principle we have been working on and in 
Toledo have actually formed that ccmuunity into usable pools. The 
sa:ne is beins done tor smaller manufacturers in Detroit and again 
in .• owark, New Jersey, and an attelllpt will be mlde to broaden this 
activity. lfe are sure that this will brina forward production 
facilities tar in excess ot e.n,ythin; that any one has drea:>ed of 
and unfortunately very far in excess ot available 110rk. 

) , 1\b&t industries can be most reldily converted? 

This is best anSlrered by saying the most ditticult 
industry to convert is one such as the stove in<1ustry 'll!lere most 
of the work is punch press and sheet metal . Defense items require 
this type of work in a very limited manner. However, that does not 
"'eo.n that 1! skilled press shop engin• ers •'ere allowed to examine 
all defense i~•• for the conversion or defense i~s !rom castings 
to stomping a, that " " might not be able to eave machine tools and 
crtlate lfCrk for that part of the durable goode industry t hat is 
beins hardest hit. 

4. l'obat are the technical dit!iculties or converting 
different kinds of iodustries and different si~es 
ot plants? 

The technical difficulties are leaion but they .solve tlle:t­
sehes 'Oben faci lities are pooled. J. Detroit aanutacturer Who was 
at tendini a diat.ress aeeting in t etroit told us that he had lost a 
five hundred thousand dollar order beca11.ae he did not have more than 
five of a certain type ot machine and needed t wenty-five, yet around 
tho table of discussion sat all the ~chinos he could want. Small 
t~ols and jigs can be had for the breaking of oottleneck.s because 
"" know there are many s.'llall t ool manufacturers Whose taeili ties 
are unused. J. pool or such organizations is being formed now around 
Detroit Which will eventually offer a tool capacity for the ~g 
or tools and jiggs needed for the production ot any item. It is 
even conceivable that a combination of tool shops with some of the 
better atovo makers with their !oWldries could make machine tools, 
so:~e ot Which are true bottlenecks today. 

·' 
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INTRR.OI'f'ICIE CONMUNICATIOH 

OAT• 

TO Seoretar7 KDrgenthau NoT.aber 1, 1941 

.- 1. B. Fo1eJ, Jr. 

Pur1uant to JOur reque1t, I aa attaehlnc 

the t11tWJ11 of Kr. Taub before the Tolan 

Committee on Kigratorr Yorker• • 

.lttaobunt 

~· .::"1· .. 
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!IS'rDIOIIY OF 1£• T.&IIB BEF<RE THE '1'0LUI C<lllfi'l'TEI 

)IR, CURTIS: Mr. Taub, ;rou han 1pent quite a little tt. iA 

EDgland, recentl7, b&nn' t ;rou? 

Jlr, 'UIJB: That il right. 

)IR. CURTIS: 'fhat na ;rour pro!euion before going to Ellgland? 

)IR. U UB: I han been an engine du igner for SO ;reare. 

l. 

16? 

)IR. CURTIS: J.ud with whoa were ;you asaooiated or e~~plo;red in thia 

countr;r? 

IIR. T.AIJB: Ford, Packard, and Goneral 1o!otora f r om 1917 to 1936. 

IIR. CURTIS: .And llhere did ;you go in 1936? 

IIR. TJIJB: I went t o VaWthall in Ellgland to design a line of care 

tor t hea. 

J.'R . CURTIS: Ia that the General 1o!otora Caap&D.J i n England? 

liR. TAUB: Yea air. 

IIR. CURTIS: In what oapaoit;r did ;rou aern the Ellglhh Govel'lllll8nt 

when the war came on? 

IIR. T.&DB: CU the 1o!echanica in charge of coneultation 

on automotive equipment, auch aa truck and tank engiAu. 

IIR. CURTIS: How long did you serve the English Government? 

liR. T.WB: From the beginning of the war until two months ago. 

liR. CURTIS: I wiah you .,uld in ;your own word• elaborate upon 

rour obaerntions coupled with &D.7 auggeationa that ;rou han to 

uke in t he light of the diaousaion we ban had here thil 

1:10rning or anything in addi tion thereto. 

llR. T! UB: Well, ;rou understand that I am a rank amateur in 

meet1nga of thia ldnd. I bad lllUCh rather duign & tank than 

--

• 
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talk abo\lt one. It ia euler. Yo\1 can pron what J0\1 are cloi.ng 

168 
nrr ¢~· I would like to renrt to the q\leeUOll.l that were 

ill 70ur aGlOrandlla it J0\1 don ' t aiDd beoau .. in the lut two 

aonthe, haTi.Dg • roTing oo.dllion, I hen epent !lOSt of rq 

ti.IIB on oonnreion. In Eagland there naturally waa a lot of 

oonYereion because b\lsiness ae \leual prett7 well died oTernight. 

Wi thill three months of war we weren't a• king IJ11 auto110bilee 

except for n:port. Within six months we were making no 110tor 

care whatenr. So it didn't take long to understand that JOU 

were going to eonnrt. It was just a queatio.n of mat, and the 

suitabilitJ of JOur plant to the particular item. We found by 

experience that you could make 3-ton trucka on an aeeembl;r line 

that nol'lll.lly handled littl e 10-horaepower care. It was a question 

of urgencJ and how III.IJ11 boaba were dropping outside. It makes a 

difference. Bomba have a way of urging you along to get :your 

job done. There was a ou mention made of hours of work. It 11111t 

be borne in mind that the night ehlfh were quite uaeleae for a 

while in that you had four or fin interruption• during an enning. 

And you got nr7 little good out of it. The total n-...ber of houra 

aotuelly worked bore no comparison with the total nllllber of houre 

on the boob per month because they apent hall of their t iu in-

the trenohu. 

Do you want me to co along with these questions? 

'Ill. CURTIS: I 1111 aak you a few. What waa the experience in Eagland 

on 'lbat haa been teraed here ae exploding? 

~· ... . . 

-• 
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Jill. !.&IJBI It 1& 1 t dOile qui h that ftJ Ill', !'lie b .. t thiac 
-

I C&ll ao 11 to a:pl.&lll - a e.U •tor 0&1" Oa.lp&IQ' 1IU gina 

the colltraot of "khg the Clml"ohlll '!&Ilk, a U-toll tw. !b 

o01q!U1 about bait the alse of the Studebaker Co., but Bot 

a. 
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b&Tillg u Gob equipud, ed oerte!wl7 nowhere nev u up-t...Ute, 

but it baa 1.11 adTetage in haTing llOil-up-date equlpunt. It gina 

7011 a certain degree of freedoa whereu had the OOIIp&J had fv.ll7 

up-to-date equipunt thq woula han IIO:te aingle-pu:rpo" uohln .. 

in the houae ed leu that the7 could uae. Thla organisation hu 

to tallk progr .. , which aaant to conr d .. lgn, conr 

pu:rehaeu and tub-contracting. .bong the av.b-cont:tacton were 12 

concern• a111 one of 'llhloh Ra unral tillea larger than the pvent 

comp&~~~. The GoverJment wu betting on the lUil&g ... nt, and 

that oomptJ11 apre&d the design and that 11 how the job 11 

exploded, You O&D't cluign in a lap. You han to design in 

detail, So u the job .. , denloped, unl h wen paned out to 

probable ll&llllfaoturera and b7 the tiM tha Job wu readJ, the 

experblental or pilot 1110del 1J&I built, the unutacturera had 

alnad;r ude their produetion atudl... But there 1J&I at DO 

tl.ae a tank built co.:plehlJ b7 10111 illdapelldet group, the 

bu:ret into piton ud then haTing so .. one eq1 "Here ve the 

piecu, Who 01.11 aake thea?" llRJ• aomeboa, in the induatPJ 
.. 

ne uked to JD&ater-ai.na the job. That 11 the Gon:rnact•a 

"111 in ED&led to bring to the support ot the Gonruunt the 

ux'•• ot unac-t and teohnical aklll. wq, the7 don't 
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of SqplJ. Tllt7 ban fw:Q' gooa .,.. to oouult with who aot u 

carrier• between ou croup - another but the b&r4-bittillc 

gutrT are 11hert tba work u go1Ac oa, which h mportlnt, ..a 
I belien where 1 t oll&ht to be. We aat bear 1n Jl1n4 tb&t 

Eaglud 11 a aoh a-.ller, oo.paot •1 t than .berlca and rou 

c111 do t hou things perb&pa 110re rea41:Q' there. But it did 

bring out thil to Jq md, tb&t the buab.ua of buildiAc a 

tank araenal capabl e of buildiAc enl'fthiDg in the tank 

na probablJ not the wq to do it becau11 without expl•hhg 

to you how JW11 tanka are beinc ude a aq, I om aq tb&t 

a a111ll oo!lp~ il able to engineer tb&t product. Sou of the 

buildings in which these twa are being uuula4 were buildiAca 

that had been apty, boq buildlnc•· Floor-apaoe waa there 

but there were no bodies belnc built, end b7 the b.atallatio11. 

of the proper type• of hohtl and orenea you oould aaaable 

tr-ndoua tl!llta there, ualnc a tl'-ndoua ao1mt of l1ne labor, · 

the makilled t ype. . That ia the practice on tWa. Does tb&t 

conr the quution JOU ubd'l 

lat. CllRTIS: Yea, I thlnlt ao. Ill our bearlnc 1n Detroit, the 

autoaobile aanufaoturera aaintained that the 1nduatl'J'• 

produothe equipMnt waa b7 and large not capable of &Uptatioa 

to defense work. I waa gla4 to learn that 1mder the prenure 

of ucua1t7 the7 han 1n at leut one instance inoreued fr011 

15% ooanrt1b1lltJ to 90% oonnrtibllltJ. Do JOU know how .uoh 

·' . 
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it 'bei.llg oonnrhd ncnr?. 

liR. TJDB: It 11 110Tillg to the ~ Jlal'k. It dtpada eutlrt}T 

011 how woh work h beillg placed w1 th thea rather theu on the 

taoilitiea that could bt used. 

IIR. CURTIS I Wr. TIUb, oeu you describe what oontri'lnltion on the 

baeil of your knowledge such ohilhn industriu u aton 

manufacturers, refrigerator aanufacturers, etc. could make to 

171. 

the Mllufaoture of defense products? To cat extent are they now 

beiug utUhed? 

liR. T.Wll: I can oniT answer that question by uplainillg to 70u 

that at the present I am working on thil poolillg arrangaent, 

that I haTe epent tt.e in three different plaoe1. Take Toledo. 

In Toledo we were able to gather under the auapieoes of their 

Chamber of Commerce representatiTes of some 400 metal ..uu­

facturera. J. cOIIIDd ttee was formed to diTide that group into 

poole. These pools haTe been formed 011 the basil of some 

knowledge u to the 1Jpe of dafenae work they can do, the 

objectiTe being that &nJone of the meabtrl of the pool are 

UBUillT turned down 011 defenee contraoh for lack of equipaent, but 

in combinetion thq are able to bid completely without a request 

for new equi:(DIIlt. That has gone on in Toledo to a point 

where they haTe hired them a production engineer as general 

IWlager eud a pel'll&llent Co.i the of both labor and uugement •• • 

~ 
.:!"f~ .. 
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a4 a ,.. z•~ --'"-• ef ltotll laltor ..a ..aag_.t, ..a 
tU7 are sa h .. 1r1., at our aoor, aqiq .. e are naq witll 

0111' pooll. lUre 11 the ftrk.. We ban cot to trr tba. 

fe are talldJI& about large aoale proauot1011 ad the uea tor 

oapaolty. We han taken an ctlre o1ty area to fi.Dil a pattern 

and WI hi.Tt tbea DOW 1D u.eable fOl'll ana they han n011 OOU 1D 

and are trying to -.ke oontraoh to get thla work, but we are 

not nidently .. tting up a proour ... nt agcoy to handle that. 

But we han to go on with the picture, o.t the bullalng of 

then pooll beoau.ee that 11 the only way theu aton people 

aueh u Jlllltloa oan be uaea. We were able to polllt out to oae 

tton unu!aoturer 1D Detroit that the auto.otin i.Diluatrr 11 

ehort out- iron parte (phtona) beoau.ee they h.an bee changed 

froa alualna to oaet-lrOil because oaat-lron wu practically 

all that ooula be had. .And he rushed baok and trha to get hla 

foot 1n tho door. We are able to pick out a few it ... or a · 

tn 1nd1Tiduall but to handle thaae thlllg• 1D croup• .. they 

are grOid.n.g 1D lise, we han to bring tha aown to fewer prob­

leu thaD. they would represent aa 1Ddlrtauala. 

IIR. CURTIS: low, 1D the utal-worklng field, 10111 plants ban . 
had to olo11 dom beeau.ee ot priority a.Llooatioaa, that oannot 

perhapa be connrted. We han had oltea u Ill example of the 

extreae of thla a slpper factory. What han you to eay along 

that line? .Are there nrr UD1 taotoriu that it 11 ctirely 

·' 
• .. : 
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)lr. ra~~ll e. 
Mptltll to eOBTil't aa4 to gin a part ia tU ~- procra~ 1.73 
)18.. UIJB1 I aoa•t thillk it 1a atinq hopeleee. Bu.r1ag ill 

aiAd tbat I a not coiac to eq - aa aoboq el11 can - that 

1ou call utilise tu 180,000 factoriu in thh oolllltrJ". But w 

are 1pellti.Dg about the group far enough up the lble tba t ehoul4 

be uud a~~d that we 0111 u11. Zipper f acto17 workere, after 

priorit111 ban gotten through with tho, hne onq banda cd 

fillgera lett, but the7 are etill good auablera, and in all 

thi• deh nae work we atill need auabq. It 11 not hard to 

iugine a upper taotarJ to be lble to autable lUll. U'U if 

it nre hooked in eo• wq with a great organisation that u.k11 

the nectll&l7 parta. The a~me thing gou tor larger factori11 

that ban tao1lit1u that olllllot &11:1 longer be uud a~~a for 

ill intenta ana purpoa.. are juet nptJ buildblga. Thef too 

could be placed on the aaaabq. There are fn deten11 iteu 

in whioh aaaabq h not a Tel7 Uportent it••· We ~~~~&t bear thet 

in aind in the groupiag of the poole. It ia' t hopelen at all. 

IIR. CURTIS: Isn't it true that alluain& that a plat 11 capable 

&lid that tht7llan adequate uohil1'1'7 that there 11 no plallt too 

lall but what t he7 can .U:e a dhtinot contribution~ 

IIR. 'UD!h I would draw the line, partioularl7 aa rou U:f a "ail-. . 
tinct oontribtion•. With a plant that eaplo7t1 15 to SO .. n, 

. 
Jou aigllt be able to uae them if the7 are DIU en operatiag 

plent, but JOU could hardl7 expect th• to .Ut a cllatinct oon­

trib-catlon. 
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'· 1?4 Jill, ·cmiS: Ltt' • oh&Dge the ttra. Could thtr ..te ... oontri-. . ... . . 
'butioaf 

MR: UUBs That &ll depew upon the nature of the plent. '!'he 
~jor1t7 of the •rtr-IT ..U plata, U n are now t:althc 
about thou in the 2G-111pl0fte trpe, the ajoriq of thou woula. 

han to be ht.Ddled bT fillaing thea eubeUtutea or allooat1ona of 
ater1al . J. percantage of the81 uteriala would han to 'be aa­
eigned to ao• of thea althollgh it would han to be nr, 
ce.ref1111T urutinised to be IUl'l that eubat1tut1o:u oould not 
bt ade. J. lot ot tha would be in woh localltiea and so grouped 
that ;rou aight not be able to use thea. 

IIR. CURTIS: Take, for n:aple. a conoern that maltee garage 
toola, It 1a 111&11 but the7 turn out aenral grou of a giTa 
tool a dq. Couldn't theJlikewiat akl ailllple bracea that go 
on airplanea! 

IIR. UUB: Yea. J. C~ cape'blt of -..king aenral grou of 
garage tool• oould ney taaily JU.b ach1ne•gun1101Dlh and 
I wouldn't conaider tll&t a helpltu eort of concern. There are 
otbera, aaking iaitation jewel.ey &lid that lc1nd of thing that juat 
hnan•t got the equipatllt. When JOU get into •aking thl bih and 
pitcea for aernoing exiatiJig piton of uohiner,, thtJ can uke 
bita IDd pitou for et!'Tioing de!anat it... But thlre are tradu 
that doa•t tit in that will be equaJ.l7 hurt. Thou will be the 
di!Uoult people and. zor thea we lllllSt find eubatitutio:u for aterial • 

. ~ ·~; .. 
·' . 

. 
• 
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JIR, CURTIS: That il ~ll, liP. Cbai~. 

JIR, TOUJI: KP. hraon, at the suggestion of Congresman 'felch 

ot Calitorni~ who ia sitting to the right of CoDgJ'ullUJl Spark-

c&n, here, not a member of this Collllittee but a highlf respected 

member of the House of RepresentatiTee, I would like to ask you 

a question. He waa ney IIIUCh interested in your teeti.Docy and 

he intor.IIIB me 70u are a technical conault&llt to the R.E.1. 

JIR, PERSON: Consulting economist. Not on a full-ti.Jie basis . 

J£R . TOUJI: He was nry 1111ch interested in fi.nding out it 70u 

care to upreea yourself. There is going to be a drastic cut 

under the National Defense Program in the use of copper by non­

defense industries . What effect will that haTe, if any, on the 

further electrification of farms &lld homes in this country? 

175 

I!R. PERSON: 111 right, if this is off the record. (OFF THE RECORD) 

I£R . TOW: Was there ~hing else? 

DR. LUIB: I ban a few questions that I would like to aak to 

conplete the record on some of the statements that the p&llel 

ll&de. Firat, I would like to ask a general question of the p&llel 

in the nent that any of 7ou care t o &llewer it. I will direct it 

at the panel without being specific as to the indi Tidual to whom 

it is directed. How lii&JI1 additional workers do you belien could 

baaWorbed by the metal-working industries where facilities oould 

be utilized on a 100-hour week as contrasted with the present 

50-hour week. 
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IIR. !IIIIRT: I tblDlt lf 7ou go to the Bureau of Labor Statiatica 

;rou can get a pretty accurate eetiute of the actual number of 

J:l8tal workers •plored ln the • tal working indust ry and a 

fairly aoourate esti.ate of the number of 'IIQrking hours. If 

you diTide , 
that will gin you the figure for , 
assuming that they still work the same number of hours per week. 

I!R. UUB: I 110uld like to interject there a thought , and that ia 

that if you propose by any means at all to lllllltiply the number of 

employees or men engaged in the metal businesses in the large 

that are going now, and if by good fortune we are able to bring 

into the band of usefulness all of these others, the question 

then arises, as it is in England's defense work at the present 

time, "Where are you going to get the men from?" 

DR. Ul.!B: That was 1lrf next question. .lre our present approaches 

to training adequate to build a labor suppl7 capable of manning 

efficiently our industries, granted that we can utilize our 

existing facilities on an anr age of 75 to 100 hours a WJ!ek? 

Would you like to answer that Yr. Taub? That question has two 

parts, one with reference particularly to the metal working 

industry. 

I.!R. T.lUB: I don't think that training is going along at a nry 

satisfactory rate. It is more the type of training where 

.. 
·' 

. 
• 
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10u lift one brt.D.d of worban to another lenl, 'but 1lbeD. JOU are 

tbin!dng of an &11-out deteue effort, ;you are thinking of dra..: 
iD.g JDen troa other walks of lite eo that ;you will han enough to 

~ the defense effort. Pressing plants to a hundred hours a 

week plus all of thoee met&l.-worldng plants that should be used, 

no, there isn't a possibilit;y. 

00. L&liB: In other words, the proposals which han been mad.e 

right here b;y the panel this morning, on the basis of machine 

oapacit;y and ita tull uti.lizaticn, will be limited b;y the 

shortage of adequate tr&.iD.ed labor, particularl;y in the metal­

working industries. 

liR. TAUB: Yes sir. 

DR. LlMB: How is that to be overcome, assuming that all other 

factors as described here are capable of suoh an expansion? 

liR. TiUB: The question is one of problem. It the problem is 

to produce X number of defense units and ;you auoceed in doing 

that without working a hundred hours a week in enr;y plant in the 

countr;y, ;you han another problea. You are aesuming that tor 

;your defense needs or orders the X number of defense unite will 

be such that this countr;y cannot handle them and I don't think 

that ie even barel;y possible. 

:I!R. L&llll: You would aa;y, then, that in apite of the probable 

increase of the defense orders traa a present $80, 000,000,000 

to let ua 117 $120,000,000,000, the existing t.D.d eaail;y train&ble 

labor force plus the existing aet&l.-worlcing capacit;y can turn 

.:t~ : · 
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out the job. 

l(R, 'UUB: Yea eir. 

)lR, LU!B: That is & nr7 encouraging prospect . 

MR. TAUB: You must be&l' in mind that there is auoh & luge per-

eentage ot this mone7 that goes tor tail'l7 luge unite &nd .,au 

have not introduced the tille ele1111nt. If eoubod7 auddenl7 tele­

scoped the program and said that en~hing 1111at be finiahed b7 

1942, then 70u have a problem. 

DR. LUIB: Ian1 t that assumed? If 70u aa7, for example, that at 

the preeent tille we have, let us say, $30,000,000,000 of contracta 

let., - the Committee has gone around the oountr., &nd we have been 

informed that the number of eontr&cte which are so to speak stand­

ing in line &t a given plant add up to two or three years ' backlog, 

in certain instances. Now cle61'17 a program of $80, 000, 000, 000 in 

those tillll terms is for all milit61'7 and !.udiate.l7 practieaJ. 

purposes meaningless. The possibilit7 ot utilhing those me.teriaJ.a 

for &117 earl7 militacy objeotins ia nil. I don't UQ all 

aateriale, but the bulk of them. 

liR. T.f.UB: I understand what 70u are driving at, air, and I 

appreciate that t hought ver7, very keenl7, but at the aaae time 

the program - you couldn't build the W&l'-ahipa 70u have on allhldule 

through the 7161' 1942. That is the thing I han been talking about. 

~ .:!fV .. 
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m. LAd: Granted the illpoeaibilit7 of expecting aa expanaiOil Oil 

Uf1 such so&le ae would bring into etteotin use in twl n 110nthe 1 

ti.Jie battluhips, granted that that ie out of the wa7, still n 

have boon t&lking in tel'lll8 of met a.l.•work.ing oapaoi t1 tor gu.idea .iJ1 

discovering what an .iJldividu&l man can be expected to roll ott the 

line in SO, 60, or 90 d&T• · 

J,!R. l'.lUB: That oan be handled. You hue not begun to scratch 

the capacit7 of normal working, wi. thout a lOC>-hour week. 

DR. LUIB: Though those contracts are &leo atand.iJlg in li.ne, as I 

understand at the present time . 

MR. T.lUB: Shipbu.ilding may be standing in l.iJle , s0111e of the 

larger ships and some of the smaller ships can be handled as 

).fr . Ford did the J!;agle Ships in the last war. That can be planned. 

But, gentlemen, we haven't begun to u.se even the 8 or 9 ajor 

actor car companies, whom we criticize ao severely. .lnd behind 

them are hundreds and hundreds of others. 

DR. Ul!B: Would you say with reference to that failure to utilize 

their capacit1 it is a failure to g.ive them the oontracte? 

J.lR . TAUB : That is right, eir. 

DR. Llllll: Which, I take it, gets back to the contention of 

Dr. Person that the failure to utilize capacity and incidentall7 

to let contracts tracee to the · lack of an over• &ll plan into 

~· ··-: . \ 
' 
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llldoh auoh oODtnot-atthg tlta. 

JIR, UDB: Yea, I think that b true. But I 110uld lib to 11Il­

derline here that lllhile enr;ybod7 11 taking a whaok at the J.:nq 

and I han had some sour experiencea with the .f.rmr lllflelf, nenr­

theleaa they are onl;y the front and lllf experience with thea 11 

thAt the;y are lillli ted b;y the law ot the land and &lao b;y the lawa 

ot the depart:unta . The llaV7 has one set ot pla;ying rules that 

do 110t agree w1 th the il'JI;r' a pl&;ying rules, the Jr/q' s being 

broader. We do lllhack at procur.lllilllnt agenciea but I think i! we 

look behind them 118 would find that appropriation• and the legal 

side ot the picture are the two major drawbacks. It is all right 

to te.lk about planning &head. Say that 118 planned a ;year ago to 

spend $120, 000,000,000. If we had the same ideas 118 had at that 

ti.me would be in an awful state because n would han built a 

lot of new buildings, the alllll8 &a we did in the laat ar, and w 

•culd be worae ott. 

IR. LAliB: I don't think the intereat ot the Co..S.ttee ia in 

retrcapectiTe considerations of what .tght haTe been, but rather 

to diacoTer what can be done from this point out to transform 

what I think the criticisms ot the members ot this panel indicate 

ia an effort b;y tar leas than this countr;y is capable ot. 

IIR. T.lUB: Ka;y I gin a specific example of what might be done? 

18. 

1t the m011ent the J.nq needs trucks. It 1a not ordering trucks in 

the broadest scope that it can. It is getting &long with the least 

.. 
·' 
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it can u!el;r order . That is the truck j:rogru toda7. 'l'here will 

be a continuation of the truck program into next 1ear. 117 next ;rear 

a lot of those facilitie s will have been filled with programs now ln 

preparation and the opportunity to get them is going to be difficult. 

We e.re now running into a lull. Why can't we take next ;rear's truck 

business and throw it into this ;rear, fill in the lull, and not have 

the headache of trying to get them when they will not be available. 

00. Ul!B: Wh1 can 1 t we? 

~. UUB: ~ can't we? 

DR. Ulm: If I understand Dr. Person correctly, it is his contention 

that without an over-all plan you are bound to have lulls, and lulls 

in an adequately operating over-all plan can' t exist, because i s 

the opportunity in terms of his plan - is that correct, Dr. Person? -

(J.Ir, Person nods his head. ) 

l!R. TAUB: l'lhe ther you can make one over-all plan and get away w1 th 

it, ;you don't know. We know that in England there is much planning 

and we have heard England 1 s methods praised, but working from the 

inside t here was nothing to praise . 'the~ a new minister of 

suppl;y every five or six months. 'l'hey have had more shake-ups in 

Kngland even than they have had here . So What looks good from here, 

sitting close up is not quite so good. Whether or not one plan, no 

matter how good or how large it was, would be satisfactory or even 

is the way to do it, I don't know. I do know this, that it would 

help if we had at least one financial plan, if we knew that would 

~ : _r:; .. _, 
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be enough/to cover a large plan. 
1.82 

15. 

It seema to 11111 we already know that 

the .-r is going to cost eo much money and thAt should be pr ovided 

for 1li thout the J.rmir ' a haTing to come in and Sl.f: •we want this list 

or stuff", and baring the non-military people aay: "You can get 

&long w1 thout this and that. • I thillk t hat enoouragem~~nt to spending 

ah9uldn't be the order of the aa,. but discouragement to spending 

shouldn't be the order of tho day ei tber. But whether you can lll&lct 

a plan on materials detailed aa to what you are going to use, I 

think that is dangerous. You are then getting into a point whor e 

you are f'reuing by plan your designs and 118 know by bitter exper­

ience that these fellows who are setting ths pace keep changing 

the rules and we'd like to ban ability to change our products, and 

an over-all plan might interfere with that. 

DR. LAliB: I would like to amend the phrase "an onr-all plan • be­

cause I am not sure that it is a perfectl;r adequate representation 

of llhat Dr. Person hAd in mind. I would say thAt his statement 

as I read it comes closer to being a description of two things : 1 . 

a aeries of' control policies Which are closely i ntegrated in their 

operations so that there is a large amount of understanding between 

them as to not onl7 the division of functions but the degree of 

cooperation required. On top of that, aa I understand him, some­

thing approaching a flow-sheet of operations and of tho suppl;r of 

:ateriala backward in the opposite direct ion from tho orders and 

directives as in process of development. Now those two related 

items are noosssary: and I 110uld li.ks to hAve him correct me if I 

~ .. . :!f~ .. 
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ao aisstating him, to his plan if you please, or proposal. 

ut. l'SRSO!I: That is all right. ~/e have got just one job to do in 

the United States on a national scale, that means one over-all plan 

·~ich fans out maybe into a hundred different levels of planning. 

Po" the msin point is that everyone of these hundred constituent 

J•lans must head up into the one and not be left to judgement, tho 

vision, the interest of a hundred different agencies . 

DR. LU.:B: In summarizing the Comr:Uttee' a interest in the matters 

tmlch have been discussed here today I would like to take the 

liberty of saring I think the Committee is particul.arly interest ed 

in the possibilities of sub-contracting and incidentally, although 

that isn't identical, decentralizat ion, because of the opportunity 

which they afford for a more adequate employment not only of our 

materials and facilities but particularly - and that is the con­

cern of the Committee - manpower. ~ithout too great shifting 

about of population, which shifting !till probably in the end have 

to be repeated in the opposite direction at soms future date, in 

other words migration towards defense centers already overcrowded, 

cust be followed by the subsequent migration of t~ose people where 

they came from with no assurance when they return to their point 

of origin that they will be able to find jobs or assistance. 

16. 

• 
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Qle ot the things that aergea trca this diacuuion and I would 

like to raiae with the panel in oloalng the discussion ia the 

question of sub-contracting. I want to make a distinction between 

sub-contracting, in the way you might call it the in-breeding of 

sub-contracting - a given large-scale corporation or group of 

corporations which lets sub-contracts to ita affiliates within an 

organization. That serves many usetul purpose• but it is not in 

line with the discussion we have had this morning of decentraliza-

tion or contracting out to new and to uncoordinated 

firm$ and facilities. Now the Coomittee has heard that sub-con­

tracting is this type of contract is avoided because of the 

headaches and extra cost involved. For instance, the work of the 

sub-contractor must be redone on occasion, etc. What the committee 

is concerned with is how far this attitude exists and to what 

extent if it does exist it serves as a barrier to exactly those 

procedures which this panel has advocated this morning. I would 

l ike to have anyone of you who cares to address himaelf to that 

problem. 

IIR. COOKE: I would like to say this, that we have had from a 

great many people from the President down statements favoring what 

I call farming out, which is an emergency type of sub-contracting. 

But personally I haven't been able to find a single instance 

where the man who could really do it has done it in the GoverDll\ent 

service. Now there doubtless have been occasions b\lt the prejudice 

17. 
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against it is eo strong that I thinlc nen this Co-.ittee would han 

difficulty in f~nding instances of ita a.otually haTing taken place. 

l.!R. TiUB: I would haTe to disagree with that. I hann • t had any 

experience other than full cooperation on the sub-contracting and 

I have heard the .lrmf men , who had one of 

the automatic guns, 11. 20-millimeter, and they are making 3% of the 

guns and f&l'lll out 97;(, and ~hat was ginn to me as an illustration 

ot how well this could be done . Perhaps before ~ time here there 

cay han been this situation. J.Uo. Cooke has been here longer than 

I have . He has perhaps had different experience, but fromMT ex­

perience in the contract distribution group in OF!l and the J.rm;r I 

RUst say that they all seem to be . If you 

ask me to give you concrete exe.mpl es of what they have done about 

it, that is more difficult because the thing still seems to be in 

a state of flux . 

DR. LWB: From this Committee's experience in going around the 

country I think it would be correct to sq that there are 111&113" 

professions of sympathy with the sub-contracting procedure and 11. 

good many instances in which sub-contracting of the kind that I 

described earlier where you have already existing affiliated com­

panies, they mAy not be tied by stock relationships but through 

long practice, for example the Chrysler Corporation, there is no 

particular difficulty about those sub-contracts and in fact 

C&n1 large-scale manufacturers haTe advocated to the Committee the 

• 

18. 
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piliDg on of orders eo there would be 110re of that. I tab it that 

19. 

the opinion of the panel this 110rnillg would be that that ia not enougll 

granted that it ie neceuuy to do the job whioh ne advocated here 

of bringing nerybody into the job and if that ie the oue the problea 

that the Committee still would need to raise ia how are you going to 

get it? Ia it through contract centers, ia it through poole? How 

are you going to get this mass distribution of sub-contracts and con­

tracts on a scale 11hich will enlist all the available capacity and 

oan-power? 

IIR. T1UB: It aeema to ma that if J.!r. Odlum' a deputment ia goiq to 

lin up to what has been said about it in the newspapers, you certainly 

ought to have an organization big enough to offer the United States a 

mechanism of distribution of contraots . Assuming now that we or they, 

if they don' t do it we will, prepare the field to accept those con­

tract a. If you have a large number of concerns in the field who be­

cause they are ahT a machine or so are not able to aooept the contract, 

then you just can't bring the two together, but if it ia intelligent~ 

organised individuals into. usable groupe, then aa defense oontraote 

go into the field, they will find groups there n i ting for 110rk. 

'!'hat is exaotl;r what will occur froa the standpoint of organi1ing 

the groupe, but what ·will happen to the bulineaa of organizing the 

dlatri~ution of oontraota, that is something I don' t know. 

DR. IJliB: I would like to aak )(r . Per eon in this connection whether 

in hia eatiation what is lacking is an aotin ratheP *han a 

paaaive approach to the eituation which ;rou ue deacribing. 
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Granted that there ia a paaaiTe aituation auch aa, for example, 

11r. Odlua' 1 DiTlaion hating be en created 8lld haTing the authori­

tJ, starting train• around the countr,. with certain bita &nd 

pieeea laid out for the m.anufacturera, h eomething more in 

the wq of actiTi t y req u!.r ed, llr. Pereon, in order to Jake 

effectual the situation llr. Taub baa dtacribed? 

lll\. PERSON: You have the same perception of the &newer that 

I have, Dr. Lamb, aa revealed b7 the form of fOur question. 

It ia a problm of aggressin, organized arrang-nt of the 

utter u against caaualiam., it strike• me. Now in~ m.&in 

statement I ade the suggestion that there ehoulel be a compre­

henaiTe organization of an engineering nature to plan and car17 

through the prlm.e- contracting. That ia all that was implied in 

the statement, but between the linea it should have carried with 

it the suggestion to carr7 clear through to sub-contracting. 

Now aa I teke it, prime contractors don't hu itate to l et 

aub-ccntracta to other well-known and highlJ respected concerns 

of the same tne. But the h .. it&nc7 il in reaching out and 

sub- contracting to the nuaeroua llllBll, leu well-known and 

probabl;r leu efficiant~ managed conoer!ll. Those are the 

ones that the7 had in mind when. they eay the trouble ia 

that you have to do the work over, etc. It atrikee m.a that 

just as there should be f r om the center in Washington &n 

tggresaive, ~c reaching out of engineering ability &nd 

orga.o..ization ilaediate!y to the prime contractor, thie 

should car17 on through by aid.ing the prime contractor to 

20. 

• 
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orp!d•• oa a loner 'llllt U.tuat• aoalt, a roaoh'• a.-~ 
to tbeiP o'lllt-ooatraotor• of tilt tlua .Ut I • lWet .. tel'H• 
aboat. Ill Cltkv worb, tao plennfwc nlt tt till prS. ••tPUtOl' 

ehoulcl bt to plan. for tho nb-ooatraotn• ua lt llloul4 bt iJ1 

inta&te ooataot with tho plannhg goinc oa iJ1 tho 11ib-ooatraotiq 

u tablhhuzat, a4 of tOUPII good plannhg of tho priM oontraotol' 

carries 'lll.th it preoho mel adequate epo~ifioatione an.d all tho 

hobnical infor.ation nootllaPT to do ~ job right, an.d th•rt 

im' t left a luge area of iutructiou. It could bo oonrod 

by t ba word •need". It tbh priu.r1 ooneideration of adequate · 

epecifioat1on ad 1netruotione to tbe lut detail bT tile priM 

eontnotor to the 1ub-ooatraotor hu b"n taken oaro of, then 

p)ennlng b7 the pl"iJie oontraotor should oabrace the planning 

going on iJ1 the IUb-oontraotor'a oonoern. That h tho wq 

thouaanb of lUll enterprhea oan bt bro~ht iJlto tile or'bi t 

ot effeotiTe dtfenao prtparodneaa. 

IIR. IIKIIlY: To oarq out apeo1fioall1 what llr. Peraon aaid: 

three ooncel'DI iJ1 one tTP• of •ohillt toollng - without MlltioniJ1c 

&111 naue - two of thou oonoel'DI han a nation.al reputation 

and han done 1ht job of aub-oontraotillg juat exaotlr u rou 

han aaid. Thor han taken -., -11 oonoerna and tduoatod 

th• to llakt pretty cloao toloranoa. The third oonoePil •khg 

the 1111e typo baa dona no 1ult-oontraot1Dg. It hal bought 

110tora but not doDe~ euboontraotinc. Thoraro all o011petitin. 
ODe baa the WPODC attitude. C-roiall7 it U1 bt the right 

attitude, but he hal dono no •ub-oontraotiDC an.d the othtr two 

' ; . . 
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baTt aone a 0011plete job ot 1Ub-001ltl'act1Dg. It 11 Tt'rJ 

111p0rtant to underatana DOt cmlT tb attitwle in Waahillgton 

but elao what it 11 1n the tilld. Do the7 want to au'o-contraotf 

MR. COODt .UalllliDg that there are ahudJ 8 oonceru 

hlndling the )(-8 tank oontracta. Then illl' t an7 doubt in rq 

a1nd that tholt 8 COIIOernJ ought to Itt lip IOU 10rt of Q 

crgmhation b7 which ther each ban an aulgllllent ana one ot 

the uaential parte of auoh a WOI'k would 'oe to handle all the 

tub-contracting for the ocncerna. ll the7 are going to do 

a:tJ:f aub-contractillg ad the7 han these 8 concel'nS going out 

on theil' own and with Tariout degreee of fp.cring sub-contractU& 

md tbe aMll •n who wants to get 1n baTing to contact a 

concern, whereae tbe7 could eet up a central aub-contracting 

•11tem llhich would work lllloh better. That would be one 'R1 

llbich on thtt Te'rJ extenain tank pi'Ogram JOU would be able 

to u pedite JOur aub-contracting. 

liR. T.I.DB: !hat has bean clone. The1 are getting together 

eo there will be leu duplication of ettort aDd whoner h&ppau 

to han facilitl ea will be ••king auoh linn. So the acope 

ot that wiU grcnr. 

DR. LAKB: In other worda, 1f tar eDIIIple JOU were letting bida 

on a ginn part JOU would. open those bid• to Ill the 0011p&ni" 

capable of vking that ,art which would be conoeinblf at 

tOIIe tbe in the eTolution ot thia plan deliTerable &ltel'll&tiTeq 

.. ' . 

22. 
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MR. UDB: ftat 11 rlpt. 

Jill.' cma .looorcUac tot lit iu~oUou. 

aa. 
1.90 

IIR~ · pmsOi: I 110ula like to ult• aotw oll••nauoa 1! I lllp t. 

I notio~ ~t Coacr••- Clrth 1a , .. ot hh qu1t1GU e..a 
a nrr great iater .. t 1a 1hl little plaalh, 1114 their peuilllt 

aJ.aadftlltage beoau.ae of •re or h11 equip.at ·ill OOI!pU'iloa with 

l argu plaat1. !he follcnri.Dg olr-taaoe will throw ao• lipt 

on that. Dlrillc tha Firat World War •- of tbt largt~t lira .. 

oonoernt Oil the llldaoa B.inr (f) were equipped with TIFf up-to-aate 
·-

aaohiurr all4 h ao cloillc t!Mr aold their •r• or l e11 ebaolete 

equi~t where tiler• oul4 ill u op.a nlw.g. arktt ud whioh 

were ~ht up br a lot of ooDOeru nhh llegaa •kin& little 

'bite of thill&•· !her ••r• pluh •plorh& 6 1111rbra to 16 

worker• .a nre .. t up areUIIIl tiM Jft Jll&l&lll1 Stat... After the 

nr na onP 1114 tilt IW'bt of the braaa -ufaotarera ll&d 

aJ.aappeared there waa a perio4 ot 8 or 9 rear• duriJI& 'lllhioh all 

thou 'big tolloeru cot &10111 1a the blaok 1a the produtloa ot 
'big •tuff like pipea ud n.lna, but Ulq were ill tilt rea all 

that tiM 111 reapeet ef apa brau aa ahell bra... fh8 bi& 

tiraa oolll.a•t ooapete wlth the little fellon to wboa therll&i 

IOU their oli obtoltte equi~t. Thia 11llp}T a hCIIWI tllat 

tqul.p.nt ia•t all that eatera illto tilt oalAlaUou. 100% 

cooa Ulla&-llt .. a 90,1 tftioilllq .., &0 ruther thu 100% 

atfhitllt equi.-at a 90,1 pod ..,.aat. fh8re are otlltr 
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taotora tut •tter, .a I think we ooula relf 011 UT -.­

heui,.. ~oheu which prortclecl denloplD& a TIWJ oou1clva'ble 

uo1111t of oapeoit7 cd eUioienq 8liOJIC the11 fill&er-tlpt of 

oonoel'DI that n::ht &ll O'fll' the OOIDltl7• 

•• • 011 TBB REC<JID J.R3WER 'ro liR. 111LCH •• • 

But I think a gooc1lJ por tloa al. the 110, 000 could be 

bro11ght ill. 

JIR. !.&IJB: lfe hann't been able to eoratoh the lllll'faoe of the 

5, 000 of thea han han fa.irlT reuo11Pl7 lisecl plmta, so we are 

a long, loll& wq fl'Oa being able t o orgmise the n17, n17 

8ll&ll 011.11. • •• 

IIR. PERSON: lfe han been following the line ot leaat reeietmoe. 

IIR. T.lUB: The ••ll on11 will be the la1t aened, md 1t 

we oan' t look after th1111 the7 won 1 t be a erncl at all. 

IIR. TOLUf: Thia waa hlghl.J illhl'lltill.g and J OU han ginn 111 

a "'17 nluable contribution but I gueu we 0111.1 t ane thie 

ution the flrat aorning. ~t ou thing that ooo\ll'a to u : 

.a I think •• can't aub-let or aub-OOII.t l'aet the right to eat. 

Tbe Collld tt .. atmda acljoUl'll.ed llllt11 t0110rrow aorlling at 9:80 • 

. jt.•. 
"• -: . 
_, 
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lonaller 7 • lNl 

Den Randolphr 

It waa TIP7 good of rou to 
oolleot the group of ooDlidential 
MJIOranda and other uterial that 
7011 .. nt M in r .. pou.. to 111r re­
queat. I appreoiate 70ilP gettiug 
thia to •· 

With oordial regarda, 

Siuoarel7, 

ca~cu~, •· . .... n • WI 

ill' . '1. R&Ddolph Burgeu, 
65 'fall Street, 
New York, law York. 

\ 192 
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W RANOOUI'H BUROU8 

---
Noveabor 31 1941 

I 

Dell r He11171 

Since you telephoned me on Fridey I han spent a good uny hours ga1thetr1DI: , 

"' Womation and haYe had our Senior Vice Freaidente tal king •·ith a nuabor o1' 

concern• with defenn orders . I haYe talked with two of our clirectora operating 

dofen" induatriea aod have renewed the whole aatter carefull3 with Gordon 

Rtntachler. 

Ae a result I enclose sowrel reports which I hope will bo helpful. 

Tbt y are not exactly 1D the form you auggeatad for I found tho diary report 

either _.aningleee or unobtainable. 

All of these people, moreover, ~ro run-eby and quite unwilling to put 

their experitncea in detail into writing, portly because they do not want to 

be coapla lning end purtly for the danger that aeytbing thay guo uo aight coae 

bee< to the procuruent officers with wboa thay deal and worsen their relation­

shlpa with theaa officers. or courao , ae you 8\IUtlted, I was not able to tell 

tbn •bo the report was for beyond soy1ng i t woe t or reoponeible people in l!aab­

ington wbo would uae it witb d1•cret1on. 

The most striking finding woe t hat a nuabar of concerne had no cri ticila 

•• tc t beir relations with the Washington aeenciee. Tboy aay tbay are obtaining 

fine cooperntion and most of the proble111e oro minor ones normally incident to 

euch a hue• program, which are ironed out by direct contacts . With these firma 

• diary of relationehipe with Waebington would be a mass of detail without any 

I octal concluaiona . Tbie group of coapenioa would include United Aircraft, 
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wu..•--t-Pcal, o-.1. ... ~~~.aery, 11au-1 Cuh a..uY<r, .a..n.a cu ... 
r0\1114r1, aD4 a aaber of othere with wld.oh w are 1A oloae -tao\. 

ID the •eo of a ....,.taaUal pari of the ~ :I.DolllaV,. w are 

able to 11.,. 7ou a pret\7 thoi'OIIII>-IoiJll p1cturo l»oa,..e, aa 70'l laooor, 0111' ooo­
t.c\t with tbea ba.,. be.. pre\\7 OCIIl\iAuau aDd we ba.,. belped- .. peoi&llT 

ID t.beir ccotact.a with the llae1111:1ctca &~•oiae. GcmSoa -taohler ...s .t.rt.11ar 

Forward laat ,_ .. 't'iei ted tbe )ll'illc1pal plant& 1Jl t.t. ll'oat and t11a cl1eoueeocl 

tile ftl'ioue prcba .. that appoand with peopla 1Jl tba ll'aaiii.JictoD &1011C1ee with, 

I t.b.IDI< 1 IDee '"1'7 belptul r .. ul ta. 

OJ I encloae a •110randua troe llr. Poroanl which .-n .. e t.be pr1Ao1pal 

probleu enoOUDtered.. 

I &lao e11oloee tbe tollow1ag report. which .... \o • to &1.,. tbe ld.nd 

ot piot..ra 7011 bad 1A ~ ao 1t appeara troe ftrloue po1Jlta of 't'iaw. 

2. -..and,. troe the preo1dl11t of a .....taoturiJll • .._ prodllol.Jll 
houeeholcl appUalloee 

3. lle11101'&11dua tro. Vice Pr.,1dmt llollnda of t.be P..s.raJ. ltaoern Bank ot 
llew Iork. 

4. ~ troe l.ll.V. a Vice Pretide~~t of 1M ll'atioaal C1tT Bank 

5. All additional .. 1101'&11dua tro. D.J..P. 

6. J. oottco ll1ll 1A the oouth 

7. llfto......tu. troe a Mlllltaoturor of eleotrioal appllalloeo. 

ID the oouroe ot tb11 111qu1r7 ooe ouggoet1011 aa that wb1le people are 

reluctaot to put their uparie11011 1Jl writilll with their .,..., attacbad, the7 

would talk tre.l,'r a orooo their ow deekl \o a trollhle-obootar who - \o 111 -

1t be •• a Mil 1A whoa tbaJ ba.cl oootidaoe lllJOh ao, JoiiD Bl.uero, J ... o 8. bowl-~1 

or Seacock of Catarpill&r traoiolr. 

I tb1Jllt I ebould •11t1011 three 10111ra1 prcbl ... wbioh ..... .,.1'7 genera1l,'r 

.. ot1oD&d 111 thoH .. tal.lted witb. Tbo tiret ... r ........ t .... of -· labar. 
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lihUe •111 bt.'N aw14ed labor di!tioultiee, tbey eM all a:r-tlT oODoenMd aloooat 
it. .1. n•ber toot tbe 'Nl')' claac•roua atUtude t.bat .~ t.ba1r buaiDen wa 
J..arg•4' tor the GoYenment &114 oinoe t be Go'Nnment would t.o.U tbn-arteno ot 
...,. additiooal pJ'Otito, tbo e&aJ wy out tor tb. w a to Jift labor all t.bat tboy 
ookod tor to keep tbe• bt.ppy • 

.1. n•ber Mnt.iooe<l tbo pJ'iorUieo probl.M aa requ1r1nc a u w oo1ution 
in the fora of allooation rather tb&l> pJ'ior1ty tbou&h fn, 1t aq, ot thoH with 
.. ~ we - contaot actu&llT ...., being bold up tor •teri&la • 

.1. nu.ber wore &lao concern..t about tbe pMaenation ot the aOili>IIM•• ot • 
their buoin .. a atruoture in the faoe of neceaa&l')' oxpo.J>eion &Dd hi&h taxation, 
Their earninea lar&ely go into brioko &Dd ~. in...,ntorieo an4 a ccountc r.-
ceiftblo wbeM&a the ir tauo bon to be paid in caab. Thio reoulto in 11Mk..,•nc 
their caeb poa1tion at a tille when 1t 1o di!ficult to obtain .oM equity capital 
becauee of arket oODditiona. 

a.t tba .oat 11i'fi.d illpreooion 1 sot tro. the inquiry -· !.hat tbe 
machinery ia working .uch 110ro o.ooth4' tbt.n it did a fo11 .ontba aco. Thora 
ara _.., loaa oquo.wb. 

Honorable Henry llorcentbau, Jr., 
Secretary of tba TNia.ury 
laohineton, 0. C. 

Sinooroly youra, 
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196. 0 •eeorandua to& lr. W. Rando1pb llllrpoo, Vice Obo.I.M&D 

!'rOOI Mr. D. J.. Fon&rd, Vice l'relidGt ·-bo.r 1, 1941 

Be,tnnln~ with the period ~n our ~utaoturere took oontraota tor 

atrpl~net tnd other required tuppliet tr~ the rrenoh and Br itiah Oovernmentt, I 

familiar wlth meny of the problems whloh ha.e c onfronted these manu-

a.rte.,~r-e!tts ct.de to tin&noe the oontraot s , the expe.naion and produotl on probl•t 

t~vol~ed , &nd torno or t he dift1oult1ee experienced with varloue ~overnmental 

own defense pro~ram has been exp.nded. A• you know, we have 

or part icipated ~ the finanotn~ of the requir~ente arltlnc out ot 

;:.o,r•tr.c>y Plant Fao1litles oontraott ot the t"ollawlr~a Dou!'l&t Alror&tt Comoaoy, 

A1ror•tt Cornpany, United Atrorart Corporation , f'tlenn L. JJart1n co., Char l ea-

Sh!pbulldln~ and Dry Dook Compony, Tlorthint:ton l'ulllp" &!aohlnor y Company and 

Likewite , we h&•e arraneed or partiolpated 1~ supplyinr the wor(1ns 

reqLire:enta to tL~anoe detente contraotl or Dou~las Airoratt Coapany, 

Ai rcraft Cor poration, Ve&& Airpl ane Company, Boe in~ Ai rcraft Company, 

Ca.sh Reghter Coape.ny, Bohn Aluminum Company, and the Nih1- Bement-Pond 

llany other oonoerna which ha•• larse detente oontraotl ~o are depoaltor a 

su~h as Coauoli da ted Airort.ft, North AJDerioan Aviation, Curtis ilricht, 

:"~ l"d !'c ... or , Chrysler , Packard, We atintthouse , <'Joneral Eleotri o, Dow Chemical 

~cr·.nany and Allh Chalmers ha•• di1ousaed ao=e or thei r problma a rising out or 
!~~t :'\ "~1 Ocrttr &Otl With Ul &.Ttd thl poteible need ot f1.nanci.n• lent portion Of their 

Tho latte r part of J uly ond dur in~ t ho month of Au.uot Mr. Rentaohlor 

Yistted most of t he airplan e plants on the West Coast and di eouased a t lOCH 

··~ •it~ ~. top exeout1•e• 1uoh probl~• • • eaoh or them had whtoh were 

Followin~ our r eturn Ur. R~~taohler took u~ personally wi t h 

lou a offlolals of tho Army and N•TY Department • and of 0~1 the• • • ••oral 

~ro~lra, L"td . to t 'te oredtt ot the Waahl.!l,;toa otttot.ala in•ol Ted. I belle•• 'l"'t at , 

· F·· .. 

Regraded Unclassified



1.97 
roii001n' a tull uaderotond1"' of oaob probloa a proapt &Dd oat1ot aotory oolut1on 

• •• found in eaoh oa••· Sinot then •• other probl ema have ar11en we h• •• found a 

d!tpool~loo on tho part ot tho Yiubln,ton otf1olalo ooooor11od to bo oooporatiTO 

to u.k• re.,onable ad.ju.atMnta. 

there atlll are 10.. ,eaerel proble:A Wbleh cootront al.oat all pr~ 

contrectort tr<a the ataDdpo1nt ot ob"t&lni~ Cot1tiaoua a.nd au1-.m. pr oductlou. 

MO"' them O>l~t bo •ntlpnod 1 

1. In Germi.Q' a proGtdure hat been followed troa tht a tart under which a 

manufacturer wae ioatruoted to tool up his plant to produce a &iven number of unite 

definite dtai,~. with the atauraoce that he could count on b&Yin& 

ordtrt t or the duration of at leatt that quantity. The ..anutactu_rer accordln&lY 

coulc -.ke b il plans tor Daterlala, l abor, tupply puta, eto. oo a definite b&aia. 

It any &Oditi~ationa in the dtli&ft a re required the production line la not t topped. 

but oat ohansa e.t a time 11 made tor introduction at the earUeet de.te when it 

c•n be worked into the production line without reducing ourrtnt output. The policy 

of aoa:e or our government-al clepartceota ia to require DUJIIII TOUI oha.n&•• at they are 

rtq\.ltat~. with tM re,\llt that when practically at• e.odtla a re 1ntroduce4 the 

production llrte atope while the oha.c&•• are beiug :ad•· Further110re. While one 

crdtr la 1n tt.e proceae ot production. there la no aaturance ot a reorder 4! the 

~tl 10 that an e?en tlow oanaot be maintained. Many ot the parte and avpplitl 

bt ordered months in ad•aaot 10 that the aupply contraotora and other 1\lppliera 

jutt aa much attected in maintaining output 11 a prime contraotor• 

2. Contractor• haY1Dg coat~;lua-tixed-tee controota experience contider­

oblo delay oDd ban difficulty In ol>ta1n1Jll. appronl ot ouotly what iteu .,.1 

properly be lccluded aa att elt~ent ot coat, With a tendency on the part ot repre­

ltatet htt ot the tr.aaury Dtpar-t:1.11nt to disallow mny iteu 'llhich on uy orciio.ary 

but intu buia are dtlfi.nita and n.eceaeary ocate of operation, aom~timea ••eo when 

~ht oupply oontraoto apeoity that oortalo itema aro to bo oonoidered an tle10011t ot 

2. 
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coat . theae diaput•• apparently arlee out ot aoae ruliD&• or 1Dterpretat1ona of 

tho lnterne.l Rnenue Dt~rtiHZlt . 

}. Lobor - While moat uniformly manutooturero h&Ye oooepted tho priD-

oi~lo or collootivo borp1D1Dg, an attempt on the port or either tho CIO or tho 

J .t . ot !.. to control and. oolleGt t he duet of worbon of aooe si•en plut. o·r 1D• 

6uotry and/ or obeok- otto hove been reoponaiblo tor .any delayo 1D product ion and 

conauming the t imo ot tho manatement . 

4. ~y manutaoturora are aerioualy concerned with Tarioua tax propoaalt 

1uoh aa the Vinaon Aot . S'You tilout)l excoaa and ea~tr&ency tac1Ut1ea ar·e 1D -.uy 

tnatanoea ti.n&noo4 by the Detenao Plant Corporat ion or under an &PF CODtraot, thort 

ero o groat many eubaequont capital oxpenditurea which manutaoturore aro called upon 

to u ke which art not included under arra.n~oenta which a.re to be re1abu.raed by 

the Gcnrem:aoo.t. th1a haa the etteot ot cauaiD& a ooc1t&.nt drai.a ot worlcizt& oap1tal 

built up to proTido ' proper booe tor borrowing working capital. 

Tnrou~ t oo moans or hi£h oorporate taxes and similarly high taxeo on any diTidondo 

ot tbe coat ot tho •teriala it bu.ya. and. roe.aonable provision abould be ~~ade tor 

bu1ld1nt, up a o~thion ot aurplua •• ar;.ainat the t:ime when the taer,enay is OYer. 

Th1a aituation ia obviou•ly ono of oonoern to all prudent manage~ent. 

5. ~c:h Taluable tillo of -.n&£•oent tnd oonaid.erable expena• ia lnourred 

rttult ot requeete tor volua1Doue reports on all typoa ot aubjeott troa 

Tariou e govenu:~ent d.opa,rtaents . A lao tho managecaont' 1 tiao ia tt.kon 1n attending 

hearlngo &nd conduot1Dg 1Dapoot1on groupo through tho plonts or various Congroo­

do.o.ol CO!IIQ.itteet and other•. M.D.)' ot whoa ocrYer very ncb the aaao uound . The 

h al .... ;,o will1Dr; Clld onx1ouo to see oporat1Dr; o.r adn1Dhtrat1Te otti­

or the Yariouo gOYoJ'DIDent deportment& 'llho are directly oonoernod with the 

Production or oontraoto they hold . 

• 
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6. The theory under which the Eaer&enGy Plent Fecilltiee Contrect ••• 

ecwr~ency teoUititl would be ~id tor by the OO'ftmaent oYer a 

)'"' period tollowtnr completion, the monthly a110rthation peyunte conatltut­

i n tffeo.t allowable depreciation II In offaet ap;ainat the peyment:a ude. Due 

technical interpretation 1n aome lnatancea there tee-. to be 1 tendency on the 

l"r' of tho Treaaury O.par-at to 1Dtarpret tlw pa:yMnta •de u 1Doo•, nen 

C.rtitloate• ot Non-Re~~raement have bein obteined and~ obYioutly, the 

and the amortization do of feet each other without any prof 1 t to tt-10 con-

This it important ps rtiouh rly where a contreotor ha1 a Stlte Income T•• 

t ranchile tax to pey where the State eceepte thl Tr.aaury De par~nt ruliJ:J« aa 

t t.e atetU$ ot the plytneflts mede. While in a recent instance the Treasury Depart­

hat concurred in the rewritin& of an EPF contract to cover one particular 

it will arite in other inatancea . It would teem interpretations aud 

of the Tr·taaury Def8rt=ent should be ••ry c-lear on thl1 point &5 lA 

or ~ood faith in oarryin, out tho undoratending based upon which the manu- ~ 

or1,1nelly entered into contracts of this cherocter. 

7. \,hen • contractor la eakad to manufacture e brand new -.odel of any 

I!Jii>lo>oer>t of 'Wir, auch •• an airpleoce., lnatead or pu.ttln& lt on a comJ)etltlva blddlq 

expectin~ tho .-nufeoturer to recoup hit development costs t~om a aub-

aupply contract., it would be much fairer to let the contract tor the ori-

•ode) on a coat-plua- f"ixed-tee baala . There are lnatancea where alrplao. 

t-eve expended in tXC:III of t5.,000,000 in dtYelopi~ I I»W •odel 18 e.&aintt 

eonlrac t prieo with t he Government f'or the model for 1 few hundred thouaand 

The ship may or ~ay not be aucceaaful and meet all requirements., and a 

cont-ract may or uy not be torthcoair.r. Under a prO@:raa of hip ta.~•• and. 

HDlhtion of profit• on aupply oontreota the =--•nutaoturer la confronted w-ith 

problem or abaor'bln& theao largo development oxptneea . Thue far eome of theee 

expenatt hive been absorbed throurh profits on torei,n to•ernment oon­

Reliet rroa thia source, ot courae, will not be eftileble In the tutur·e 

~· ·. 
Regraded Unclassified



.· 

200 

tt>M lend-lo .. o pror;raa. Tho uioti~ precoduro thuo hoo tho otteot ot 

' 
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Tbit 1• t'roa the pr .. ident or a larp Mnutoot.u.rer or bouoobold applianeoo • bo 

boo cleten .. ordoro tor •iocel.lanoows .. tal itau. ll1a letter ot tranuittal 

roaclo oo tollowu 

•Attar otruggling long aod laborioualy • 1tb tbo aaoigDDOnt 7ou gave 
me yeatorde7, I send 70u tho onoloolcl •eoorondua with tho knowledge 
th$t it •Y not 1n &liT wa7 oooto,.. to your roquiro•onta . 

However, tho 110re thought I gave tho problem tho aore firal7 waa I 
convinolcl that a long, detallod aoooun t of MD,Y con tecto ancl con­
rerencee • 1th goYel"llllental acenciea could not eerve &fJ3 uaetu.l. purpose 
bocauao the correction of the oorloua a borteoaingo of goTernuntal 
aconoloo .uat be dealt • itb by the correction of basic eonclitiono 
o•er which auch ~enciea have little or no control. • 

: 

.. 
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SUI>JectJ Nat.Lonal Dnitv and the Defense PrQgraa 

Stnce the declaration of the emorgen~ , moabtre of our organization have been in ve~· frequent contact with maqy agencies of the f ederal administration and with a 
1reat number of ma.nu1'acturers who -.re .making defense at.er1al. 

Contac~s with federal authoriti es have included the eevtral agencies intare6ttd In federal housing, •IV departaoonte and officials of the Office of Production Management, the Office of Price Administration and Civilian Supp}¥, the Office of Price Administration , officials of the War Departeent, No.vy, Arav Quarter~~~&ater ' a t.opartmeot, ~l''lf Ordnance and Ar'lt/ llr Corpa. 

To de41 ln aetail with tnese - contacts would be tedious, and auch narrative •pparent}¥ would serve no usefUl purpose. 

'fbe purposes of these un,y contacts have been to d..iscover how our orpniutlon could 110st effecitvel,y coopers. to in t.ae aefense progr ... by suppq ing ateriAU.s tlt.ner t.:Jrougn prt..e or sub-contracts and to assist in diverting aaterlal fl'o• non-defense to defence activitleo through material subGtltutlon ond curU.ilmcnt ot normal pl'Oduction. 

Your reque&t for constructive sugcea~lons ~G caused ua to •sk ourselves bow auch &ug,gestt.ons can be JKJ&t. effective}¥ pres.ent.ed. We could recite and doeu.e:n~ • long liot of detailed criticisao &ncl suggObtions growing out of a great maqy con­\4ct~ and eonterences . Such an •pproach probably would serve no uueful purpose because tho ineffectl venoos of governmental departments in dealing with their OW\Y complicated probleu result& in very great degree from certain fundlilllental ee.u:ses, •nd presu.cab)¥ t.be eorrect.loo of thea.e dlff1eu.lt.1es at. t.oe1r sources is auch QOre iaport..nt than a detailed exaaln&tion of effects . 

~i*rt from the great d1i"flculties which are inllorent in a program for rapldl,y alverting the thinking and activities of a uroat nation from norm.! pe¥ce t1 .. •cth·ttiee to those or war, • nieh, of course, are f'Und&M.ntal and lne~it.able, lt. see• to us 1fben we at-tempt to aua.xiu t.::u; prineipet.l causes ot ineffectiveness 
IIU6t of t.be:m ate.• froa four seriouo o·aissiona wnleh 1111¥ be su.maw..rlz.ed as followr;: 

l. railure clearl,y to define respons ibility and autnori cy. 
~ . Failure to oeel effective}¥ wltb national uteriel control. 
~ . follure to curb inflationary teMencies . 
' · failure te deal effectiveq with """"geMnl.-lAbar controversieo. 

•ll of these matters huve been dealt with ¥t great length by people well qualified t.o discuss them. Likewitie, such .. tters nave been exbauotiveq dealt with b;o the pre&s . !louver, one hutng experienced the aJ1Y contacto w41ch I bave listed e&nnot fail t.o apprecikt.e toe repercussions o.f these delinquencies througho\lt. the <oaplieated s tructure of govern.ontal agencioa tn a degree which will not be full,y •ppreciatad by those wbo look upon these problems from un ~cademic or detechod polnt or view. 

OnGAIIIZATIOM 

Tho fact t.nat rosponsibilit.y i s not clearq defined tmd that authoril<\' ie not 

jt.. 
· -:. · 
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properll delegated is ontywher. app&rent. '!be roeult is lack of doeioion, coot l.1 
dolM;ys, unneceo&o.ry coots and upenoe, inertia And political intrigue . Attupto 
nave been .-de to aaoliorate the•• conditions, not ~ thoroughgolnc reorganization 
nor by attacking tho easontial oleJDOnts of the problo•, but ~ euperaposing agency 
upon agency . 'lbia process not only fails to correct but aggravates the diffieultiY. 

n need not ..,re acencies but leas agencies, properl.7 correlated under the dir.c­
tlon of a single , co•petent, ct.ilian authori t;y, and the bead of toot authorit;y, 
t,Qoroughly schooled in industrial organization and IIIIUISge~~ent but reasonabl.7 
reoponaive to public sentiment , should be an individual to whom .ust be delegated 
full reopOnsibillt;y and autborit;y second only to that of the Prtoidont of the 
UnHed States . It a better pe.ttern i s not available , that • nich wao estsbllahtd 
bJ tnt Wlil" Indu•trieo Board wbicb functioned during the last wa.r should be followed, 
""" adainiotrative cnanges should be &de o.s a rt6ult of to&t experience, which I unotr(;u.nd. aas been dC>C\l:M·nt.ed. 

Tnlngs of first importance should have first consideration . Proper organization 
for effectuating tho defense program I• obviously fund811ental, and to this proble• 
of effective organiu.tion all oth•r clements of tho program are socondaly. llurlng 
tue entire p<>rtod of the ecergeney it would appear that no sertoua attespt baa been 
&de to deal with thia CUnci.uent.&l problea in a funduental ...,.. • Bureaus and 
go•ernaental agencies have been oultiplied; overltpping of reaponoibilitJ and 
author1tJ and cooa.equent confusion have c::onsist.entl.>' grown wor&e rat.ber than bett.r. 
Until this problem 1a dealt with aggreaslvel.1, effectlvel.1 and wi t hout too .ucb 
~&ard for political cons iderattona, progress commensurate with tho resoureea and 
•bllitles of the Onited Stotes cannot be expected . 

IIATEJUAL CONTROL 

Tne proble• of notiol101 llllteri&l control is so serious and is eo far from being 
•ohed that, in 11r considered opinion , complete failure of tho doten•e progru ia 
threatened . I se,y t his because it io axiomtic that a nation cannot suceesaful11 
prosecute a war without tae oupport of the civilian population, and the bungling 
• He•pt• which are being 11111de to control lll&toriall threaten to wreck the civilian 
mor6le. If tbe prtuent course la pursued several alllion people wlll suffer ~ 
OSMlty of une•plqy•nt.. and thougnds of su ll bua1ness eoncernp will be forced 
out. of existence , It de110ralit.atlon of the Yertean wblic • ere dtllberat,e}y 
Plwed no pore ettestive forces than those DO! at. work could bt adopted. 

No 6trlous att empt has been made to convince the people of the United Stetes that 
arbl ~rary, dras tic und sudden dislocations are neceusar,y . People have every reason 
to be &keptical aa to tho actual existence of ... t ori&l shor tages . Aluminum, for 
exa.aple, has been una.vatlable for non~efense proc:luction since June , and experts, 
•tll Informed about aluainua, do not believe tnat the entire alualnua producUon ot 
lola countty is being effect1vel.1 used in ..trcraft production . lloreover, we ba .. 
h&d llO convincing evidence that a ateel chorttgo oxil>ts whicb would JustifY the 
arbi tr"ry curtailment of ci vi lion ot etl usage in o.ey sucb degree •• 50 per cent . 

T!tt method of handll.ng priorttha is vety generally regarded u being unsatiofaetoty a.na lneffective. As far a,a I can diacover, no control exists which prevents a 
O&nu!acturer whose defenae contracts carry high priorities frao accuaulating 
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aterio.ls far bllfOnd bl a legitl.at.e ud ~dlate require .. ots and Wbicb ~ ,. .. aiD a1.agnut Cor 110nths. Instuces nave been brought to our attention of vast quan­tltieo of a.terial accumulated montns before the pl ants for their fabrication bad started operations . 

£•er1 incentive for material accU8U!At1on and hoarding exiats, but no correct1~• cont.rol oa• been iostltut ed even at tnls late ti¥. 

Jo •11 lmow that aqy effective IDIOteri&l control must teke into account the raquire­eent of velocity as well e.& the requi.re.ment of mass. t.n other word&, the turp-over or inventory i s just ae lllportiJlt as toe J!!!2111U< of inventory . To date the priori­Lie• systea apparentl,y neglects Ule rate of 110ve~~ent or Mterlal. I dare""¥ that U our national material control W'ere so organized as to i nsure aratn&t slow turn­
~ ond ~~n oll industrial operations there would be plon~ of materiul in most categories for all defense require-ants as well as for reaeon­kb}¥ &atiLf&ctor.y non-oefense requirements . 

•• one considers· the terrlbl• danger of demorl.l.iwtion througn dra•tic and sudden curtailment or, non-defen&e activitl it beams certaln thut such demoralization ~ 
~o £er1ous)1 tnreaten the defense program ae to require acre gradual adjustment ••en at tno eont of ~omporeril,y dtUoylog the defenoe pro&ram. Certainl,y te•por&ry aei.Ao,r lind adjuataent ia lnflnitel,y preferable ~0 the £orlous risk or failure. 

It Is reported thit approximatel,y lS per cent of the capeeit.Y of Aaorican indus try 1• now being appli ed to the defonoe program, •nd, while it is believed tbat thie ratio will be ln_creased aa rap1<1l,y "" possible to so..,thing in tho order of 50 or SU per cent., 6Uch an l.ncrease cannot. be a.cco•plished for a&cy 110nt..ba because o.f wu.voi<W>lo inertiu .. nieb aust bo reeognhed and dealt with. In the face of tnese c:ond1t.1on&, atWmpt.s are made to curtail a few in4ust.ries by t1s IIUch as 50 per cent, and the machinery set up for suc.h curtailmont. is so cumbersome that lt c•nnot pooall>l,y be applied to induotry geno•·ell,y . Con•equentl,y , M few industries ft~.U under araatic control while all ot.o.er industri es cont.lnue a • d scra.able tor =a. t.eria.l£ ~ 

Lr untntnkkble demoralization is to be avoided as a reoult of failure to control t11e flow of llli.terials no tionall,y , it would seem tnat tho following three step• 
IWIOt t. be given serlou6 consiaerationt 

IL!!.<rld Cons.rol . A ~~retu of IJ.locetlons abould b& dovi£eel U.edt..tel,y -.bicb will lnture .against stagnant. and slow-•oving invent.ories 1n defense and non-defenee l.ndust.ry al1,kt . Tne volocitv with rhich materials a.ovo 16 lust au i meortant &a )Gc ouantltieu involved, 

UJII•t ~ietel,y toe eoopen.tion or ....,rleen industry to control priorities and •lloeationa to the end tnat tne effectiveness or ~b&blngton agencies ~ be multi­plleo a thouaandfold in oeveloping a practical, flexible national 8,)'8tem of 
•~erial control . In ~ demoeraqy cooperation works when compulsion fails . 

C\&rt.A1laent. of Hon- Deftnse Production. Let.!!! non~efen£e production be cur-14lleo il""duall,y .. nto by 110ntn to the nece .. ary llinUWI, but le\ that curt&l1aent 

• 
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Rl ayCftgtently gradual to avoid trtcic. disastrous dlplocttiont. 

Uult.h'{ rranpition. froa Non-Dtfense to Oefenee Production. Let eveey effort. be 
Mat uurln¥ tnis procesa of gadutted curt.a11•pt of non-defenee aetlvi~ to 
eaplC!f anpower and otber procluctlve facilities nth defon<e work, tnereby retain­
lni and fUll¥ enlisting 1nduatzy 'a great assets of -.oagorial, teclmical &lid 
productive orgeniution. 

INFLATION RECOLATION 

Tno rear ot inflation end the actual operation of inflationary forces are 
damor&lloing and destructive. Tbe administrat ion apj)IU'entl,y 1o guided too IIIUCh 
by conaLdoratlona of political oxped.iency and too little by eound economic pre­
cepts Ln their efforts to control inflationary forces . Tho futllit¥ of atteapting 
to control prices without placing effective ce111ngs upon auch fundamental factora 
1n t.1.10 price a trueturo as labor earnings end farra prices la gonerdl,y recognized. 
u.r. Henderaoc • a com:uent5 upon t.ne ••aurea adopted by the Canadl&n govert111ent are 
not conv lnc lng. 

LABOR CO!iTllOL 

"6 rcgardf; i.apedence of t.o.e defen&e prograe by labor controveralee , a sugge5tlon 
•bleb ••• been made ""'1Y tlaee io repeated . Let it be provided by legislation, 
or preter•bl.Y by executive order, ti'Ui.t no strike can be called until af'ter IDCXS1a­
tlon h•• failed to bring agreement ana then only after ouch strike should have 
been outhorited (through secret ballot, impartiall,y conducted) by more than 50 
per cent of all qualified eaplC!fee•. tf labor can be freed frca the dictatorship 
oC snort.-elsnted lAbor l eaders and become trul¥ self-governing , we enall have very 
few unjuotlfiod, destructive otrikea to i•pode furtber the defonae program. 

uerlcan labor a& ~ • .hole 1& one of the finest and. _,st. p&t.rlot.te toreee in J.aeriea. 
B'Jt lobor groups too frequently, after suffering intolerable t.hrea ts end coercion 1 
•fter htWJ>g false proalses end being •ubJected to l,yiog ealeaaanm ip, j oin W>iono 
11bich •ro doalnated end controlled by racketeers or by vicloua, selfi sh, &.albltioue 
lettder•. 

If l.lle aeaoure "bove suggested can oe taken !~~~mediately it "'"¥ be possible to avoid 
reoctionar,r legislotion which will deprive labor not only of the gains which it haa 
mode in recent years but of certain fundamental r.igbts which onould not be abridged • 

• • .. * • 
rAe &bon CO-nts end SUUOitiODI are ao.de onl,y witb the bopo tnat here and there 
llli:f bo found oo,.. tbougbt tnat ""¥ aaaiat toward " greater degree of national 
W>il;J llOd increased effectivenoee in our effort to proaervo our Alleriun institu-
1.lona •catnst external threats ot worlci rev·olut.lon &.nd lnt.ernal threat§ ot 
deoorolioat ton and dissolution. 

.1':· .. ":. . 

·' . 
Regraded Unclassified



205 
llemorandWII fr011 11r . Round a of lho Fednel Reserve 

l!llnk o! New Iorlt, who bas been bandl!J>& a sub&t.ant.W 

' .J..,O.r of contacts wit.h a•ller bua1ceaa:aen • 
• 

' 
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DEFENSE ACTIVITIES 

Prior to the establishment of the District MAnager's 

office of the Defense Contract Service, the Federal Reserve Bank 

of Jlew York had considerable contact w1 th businessmen desirous 

of obtaining primary and subcontracts 1n connection with the de-

fense orograa. Also, at the request of the Board of Governors 

of the Federal Reserve System, we obtained through the COIIIlllercial 

~s something over 1 ,500 facilities reoorts from various manu­

facturers 1n the Second Federal Reserve District. These were furn­

ished to us 1n triplicate and two copies were forwarded by us to 

the Board of Governors, one of which it was understood would be 

turned over to the Offi ce of Production Management. Numerous 

coa~laints were received from the manufacturers to the effect that 

similar facility reports had been filed with the National Associa­

tion of Manufacturers, Chambers of commerce, etc.; 1n fact , 1n one 

section of New York State, nine ditferent organizations bad request­

ed approxiu taly the sue 1nfor~~&tion. So fer as we have bee.n able 

to ascertain, nothing tangible resulted from all this book work. 

However, it is our opinion that this enormous duplication resulted 

fro~ the desire of the various organizations to cooperate in the 

program. Since the establishment of the District Wanager 1s office , 

this duplication has been eliminated and it is ou.r understanding 

that some contracts have resulted from the flling of the information • 
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Our contacts wi t h the manufacturers disclosed quite 

forcibly that the majority of t hem had no i dea as to how their 

organizations could fit into the defense program. Thi s problem 

has been solved to some ext ent by the engineering staff a t tached 

to the District Uanager1s office. 

Our relationship with the various branches of the ser-

vice has been very satisf actory. Through t he office of Governor 

Dr~rer of the Board of ~overnors of the Federal Reserve System, 

promptly for the lending agencies and others, informa-

tion relative t o contracts on which advances are bein~ considered 

or on fihich advances have already been made . For example, one New 

York Ci ty bank bee~~• somewhat concerned about delinquent payments 

a~ainst one of the contracts on which it had made an advance and 

uoon investigation through the branch of the service which made the 

oward , the Board or Governors ascertained that the bank ' s customer 

was not meeting specifications definitely because they were endeav­

orinr to have the contract cancelled 1n order that they might obtain 

hl,he r prices f or their product 1n the open market . Another examole 

is that of a small manufacturer who called here one day and stated 

t~at he was manufacturing neckerchiefs for the Navy , had never had 

any of his vroduct r ejected but that some payments due him were as 

:nuch es 44 days delinquent . He sta ted that the working capi tal posi­

tion or hi s firm was such that he hBd to factor his accounts and 

such dela:va were very costl y to him. We comn1unicated with t he Board 

end the contractor received his checks within 24 hours. The forego-

.. 
•. 
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inS examples are cited 111erely to demonstrate the cooperation of the 

services. 

This morning I had a chat with Mr. Crabtree, District 

l!an.ager, to ascertain what type of complaints he had been receiv­

ing, and he indicated that they were two in number: (1) sub­

contractors state that many primary contractors are very slow pay, 

and (2) manufacturers protest that the procur ement officers do not 

distribute the work as they should. It is claimed that the better 

known organizations generally receive the awards. 

This morning I received a call from Mr. Kiesling of the 

Kiesling Elevator Company, who stated that sometime ago his concern 

had installed an elevator in the plant or the Titeflex l.letal Hose 

Company. He said that the installation was so satisfactory that 

recently •1hen the Defense Plant Corporation decided to finance the 

exoansion of Titeflex' s plant, the latter company recommended that 

Kiesling elevators be installed. Kr. Kieslinp, said that he was 

not even paraitted to bid on the installa tion for the reason that 

only a few of the better known c0111panies are i .nvi ted to bid on such 

Jobs . He asked me whether I could sugges t anyone whom he might eon­

tact in connection with this matter and I told him that I did not 

have anyone in particular in mind and he then said he would write to 

Mr . Thurman Arnold. 

Generally speaking, so far ~s I ean determine, the services 

are doing a good job considering the enormity or their task, and 

·' 
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while they could probably tara out more of the work to saa1ler or­

ganizations , .any who think they ha•e the facilities do not ha•e 

the ability to perfora. Soae effort might be made to expedite 

payments by primary contractors to auboontractors ao that the lat­

ter are not discouraged from doing their share of the work. Also, 

the disbursing officers should endeavor to make payments as promptly 

as possible, although here again many factors enter the case. Pay­

ments are made more pr omptly when final ins pecti on is effected at 

the plant instead of at the various field offices of the ser.tces. 
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~ !0 Ill'. •• llul4ol.pb Burce•• Jmaber 3, 1941 

0.. ~ reoat trip I ..U.-1 ce tile l'rM14•t ot - of tile 
large .t.eel .....,.."'•• 1lbo _.- ..........- crrvllia llllor 11-t.Ue. 
Bia po:I.Dt of 'lin aa o...-.t 41t't-t. tr... u:r wbi.all I M4 baM 
expnaa.-1 bltore, aDd - up t.llia ~· ID S.pt.eabN' ~ of tl.-11' Det 
eern:I.D£1 WIDt t.o t.u.o, aD4 t.he ~t. bo.o pn-.pt.o4 75" ot 1111 
product.1011. a. 1114, "11IIT llboW.d I 'IIOrr'f about ~ llbor o1t.uat1oa7 
'!'he Qoy....,...t at llallh:I.Dct.oD baa 10 - 0101'1 at at.aU :I.D tu .,_ 
tll&n- I bo..,., or tll&n ~ ot.ookbol dore bo.~•, tile t. I - jut COiD& t.o 
o1t lack &Dd l et t.h• IOrr'f about. 1t.• 

I talk.-~ t.o a largo ooatr.ct.or 'Olio baa on ..,..,_.. -t of 
J.rrq bua1Deoo :I.D tu Sou.t.h. a. baa baAdl..-1 a (lrl&t - oOilltnct.1ce 
projooto 011 a coat plu find f11 laab. a. •• roo..,tl$ tel.d, :I.D coa.­
nect1011 w1t.h 0111 of 1111 joboo, tllet tile coot aa .,...t.:I.D& 4lo - h1par 
ttsure• tll&n tu ~ M4 bad :I.D -· Be told tu poopll :I.D llallh:I.Dct.oD tbo.t t.h1l :I.Doreao.-1 coat M4-~ du t.o t.he .U.Upl1o1t.)" of obup 
ordoro wh1all tl.-7 M4 reoo1~.., t.h8 j ob aD4 wh1all M4 -litet..-1 a 
tr moua :I.Doreaoe 1n tu1l' toroo. Cl>ooAp order• ~~a ... bNo> oo.1a& t.hroucl> 
OT&r7 dl7 &Dd l ... tiAII teo or t.hree a 4171 wh1ch ado 1t DICIII&r7 for 
t.he• to expand t.he1l' peroOIIIlll all alODII tu l:I.De fro. t.he clraft.:I.D£ roca 
up. The J.rrq bo.o COIUI..,t.-1 t.o ellwlnate cbuc• ordero tro. DOW foral'd, 
and t.he 1n1elt t.bo. t I • • t.hare ~ friend let Sl clraft- co. "rbJ.o will 
reeult 1n a ftr7 •tar1al oawiD& to tu Qoy....,...t 1111le11 the ~ doeiiD' t otend hitall.-1 1n 1te dlter.i.DaU... to let ooaatruct1CD prooe.-1 1n on 
orderl7 -ar. 

• .•• v. 
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tWtOjWIQUM t'Q; w.R. i'. ii.AMOOL(Ii Bl)RQIM . VICE CKAJJgWi 

ContiraiAg ~ coovortation with you, in tho aiddle or Auguot 

I learned of an UU\181181 delay which o .. or tho largo airplane coapanlot 

oxpori oncod . The eituation woo that they wero approaching coapl otion or 

a larso now plent under an EPI' controot. They wore nkod to duplicate 

t ho tacilitioa end proaptly algood o controct about Juno 1 . Delay in tho 

construction of the new plant •• • bei ns oauood by requests by the Co•wrn-

aent otricl&ls involved to tile dotoilod aotorlal tpoc1f1cations , includ- • 
1ng t l"' a1x or the cor.ent . Ao t ho no• plant we a to he a duplica to of the 

one already u.oder construction and wet to be bu.1l t by the aaao em tractor, 

t ho dolay or aeverol aontbs which woa occaaionod by one demand e.!ter another 

over this period ot tillle by the GoYemmant ottici&la inYolYOd seemed. u.o-

warranted. 

llovomber J , 1941 
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A conat M!J.[ Dl tHI SOU11I 

Thie aill waa aal<ad to bid on cont.r•ota tor towela wban the defense 

effort speeded up 1n tho spring of 1940. It baa nnor aouaht detenso ordera 

but bas regarded it ao 1 ta duty to u.lte bide whoa oaked to do oo. Ito oUieora 

ooldo<> go to WaohiJiiton and have not bad oceaolon to do oo. Since aarly 1940 

1~ baa rocolved larc• additional ardara for abaete and towelo partloular:Q-. 

'!'he 11111 report& no dela:yo or dittloultiee with respect to the r.­

colp~ of apeoitlcationa or othar det&Ua o! operetlona. In fact it report& 

<llllt the QuarterMat.er Depart.ent 1n PhU.odolphio baa handled these det&Ue well. 

Up to thla tl.ae there have been no dlftioultlea with roapect to tba 

Mtorlala or priorities ami the lli.ll bas on hoD1I aubatantlal otooka of cotton, 

blaaohlDg ohoDioalo , etc . They antieipoto, bowavar , that thoro may bs trouble 

1D obtaining dying and bleacbi~ cb010ic&ls ao tho work goes forward. 

The large proportion of machinery now occupied with defense orders baa 

w!o U oeceaoary to cut dellTorieo to dopartllen~ atoreo and others and non-<loi'ooao 

production 1o now allocated on tbe bash of quant1Uea token by cuototoero 1n oorMJ. 

u ..... 

lihUe tho a1ll baa bad no labor dli'ficultloa it conaidara t~tootlall:y 

11.3 grutoet prohlon. It baa therefore followed tho principle of keeping labor 

Htlafied so ea to leave no ground for C011pla1.nt. Ovoraoora ban bson instructed 

to ltoep their ears open for an:y d.ioeatiafaction and report back ao that poooible 

~rouble ""'Y ba antlclpa ted. Due to weco increooea eloewhora, rioi.ng coats 1 etc. 

tho oUl baa oade two eubstantial wuga incroaoao oinoo Jonuary 1940. 

~ovecber J, 1941 

• 
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Prior to the present ea.rgenc;y, our COIIp&ll7 wu cme of that 

clue ebich lll1&ht be called aeU-cont.o.inecl. llo """lltactured easontiall;y 

one procluct1 1l81118l;r, a ho1>11oholcl appliance. lie had never been in tho buai­

neao or ~kin& porta or cleTices for othar manutacturins concerns or other 

solllns concerns. Conaequentl;y, we hac! no commercial oalea aW!. We hac! a 

lnr£• orcani:ation for sellins our onn manlltacture in tho retaU market, but 

obviousl;r ouch an organi.ation t1ould not, in eonoral, be aclaptecl to ••llins 

""cbanieal 8<1\ll.po>ent. to the Govern:oent or to pr1loe contractors on defense 

It it bo or interest, our ractor;y ecplo;yecl appl"(lld.a.tel;r 1, 000 

people prior to tak1ns on defense work. Tocla;y tho niDber or workers is aJ>­

proximtol;r tho same despite the fact that we bo.vo appreciabl;r reduced our 

output of our non-defentlo product . At present, we have approxilllatel;r 2;0 

people workina on defense work, most of which havo been transferred fr011 

work on the manlltaoture of our household appliance. Soco of this work ia in 

our ~tor Department, whore we have obtained orclora on parte of electric ~otora 

and c~eto electric gotora. We also have acme defenae work in other 

derartcents . 

Our fir at contact nth GoverlliOent qoncioa rl t.b respect to 

de!onao .-ork na approxiloatel;r a ;year ago. Like r:aQ1 others, we .-ere de­

Oiroi:O ot boin£ of aaaiatance so tar aa we wore able. About that tiDe , we 

eont&.cted one or the Government agencies . Our reception wo.a cord1a.l, as haa 

been &ve-ey contact \70 have hac! w1 t.b Government aaencioa . We Ylere shown prints 

and parte , and proceeded to consider tho feasibility or manufacturing these 

parte in our own f&eto-ey. At that time , of course , tho detonso pro;;ram hac! 

not advanced to tho run awinG in which it 1e now, fJid our Tiew on the en-

tih a1tuot1.., has a different perspective t.ban U d1cl at that t1loe . At that 

• 

Regraded Unclassified



t,_ (peril&~ en __ ,,, ~ 111 aooanlaD.,. rita. tbe aJar1t7 ot .... mctllnn), 

•• rl.t1al1M4 tile ar .... e wort u .... tloiD& wbich alloUl4 be ..S.pW to """ .,... 

..,.utaotur1ac taoW tieo, ri tAout taJdnc 111to aooo'lmt ad41 tioaoJ. aqui.JIMIIlt or 

Ul7 oetential reoutl.nc nt our oorn taoWti .. to tit detonee wort.' In tloia 

respect, we hue o1noe been forced to a rnerl&l of attitude. 

Our tirot ooutact d1d not work out to CNl' adn.nto&e. It ti­

Jl&ilJ' elided 1n a lll&ll&t10D tloat tile Gcwer~~~~ent wao not r•d7 to ake tir11 

contraota, but wu •relJ analJaing tile poeaib1lit1eo. We had anotber earlJ 

contoct rltb a Goorltl"DMilt &&ency, 1n wbich pet"ba~ we ware at fault 111 llb­

rue trJ1ac to tit tbe detenae equi-t 111to our taot.orJ, rather than loot­

t.oc at our taot.orJ ·~ tile Mana which aiaht han to be altered to tit tha 

tunct1on1n& of the defense ettort. 

We han had ftl'ioua contact. with apnoieo 1n Washington and 

elanhore, and the further we went 111to tho picture, tho more it became evi­

dent to uo that we had both to go atter the wort ouroolna and to a oerto111 

extent recaot our taot.oey to tit defense rather than merel7 fitting defense 

to our tao torT. We oet up a opec1&1 orpn1ation 111 tho taotoey 1nolud1ng a 

new eaU..tinc and plannlna de~nt and encqed an eQC1Aoer to deYote all 

h1o u.. tor cl.1rect eontacta ritb a~t aaoncioo and ~ cootract.oro 

We han found correspcadenoe relat1n17 1nett1cient •--

pared to oout1AW.t7 ot direct contacts. 

We were, perhaps, tort1mata 111 that a part ot our etanderd 

product found appllcation 1n a etanderd piece nt airoratt equipoaent. Ae a 

result of th1o, ottioiale 1'raa llrl.&ht Field rleited our taot.oey aDd ap­

porntlJ wore iapre11ed witb tbe quallt7 ot our manufacture ot electrical 

oqW.paent. Since that time, ~t l"ield hae been helpful without stint 

in suueotl.nc proJects tor ua to dnelop, and 111 •llllP•tl.nc contacta wbich 

10 lll.cbt lab with prt.. contractors who han problau to be worked out. 

: 
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Alth.,.,., aa abon 1D41oate4, o-puticlllar eq\11_.,t tittec! into tbU pro­

iJ'UI• tho aituaticc wu web u to MCeaaitato a occal.dar&ble uo...t at teat­

in& and """MJ'<Ih. !b1a wo went 1Dto Whol..-h~ at our 01111 oxpenae, and 

no 4oubt that no a tuzon1.Di point in our attitude, booaUio rz..., thot tiM aa, 

our poe1t1on ho.a been that wo are w1llillg and 4oa1roUI ot ut1l111DC our 4o­

velopotnt and experimental tao1l1t 1oa in order to be ot uaiatanoo in the 

do!enn propoaaJ and we will aake ohene:•• in and a44 to our equ1poont to 

prod~>eo now cl.,...icea tor clatonao purpoooa . llo now han variOUII clevolopoenta 

in Jli'O&""IO lookina woll into the futuro but rlthout anT cortainty ot tut11n1 

orclora. 

1ft bell"'"' that the a~ oi>CinHr in'roatiptii>C our plant ao 

ot a reor qo woul.cl han laid thot it was applicable in a..U doaree, aa it 

then oxiatocl, to tho cl1roct appllcoticm to dotonao work. llo 1ocm bepn to 

approcieto tho nooosait;y tor certain typos of machino tools as !lmdamontall;y 

necosiiOl')' to tho clotoruoe program. Coll8equontl;y, we aot about to supplement 

our oxiati"i equ1jaent rlth equ1Jaent not uu.blo, or at least not nocosoary 

rw, OU>' peaooti .. IIIUiutacture, 1n ardor to permit "" to utU1so o"" pooco­

t1Do racU1t1ta in defense, because while alcme tho lattor han apparently 

t..U a....U.bU1ty tor defense work, •• found thot they woul.cl han a large 

ceaaure at aftilab1l1ty 1t ~nted b7 a441t1ccal basic -chino tool 

oqu1poent . 

Once our organisation beCOl:IO known to a tow prlJDe controctore 

•• bavina beon maclo anilable tor certain typos of work, it waa aU>'priaing 

boor quickly otbu prlJDe controctora CIUDO to Ul with reqUiata for assistance. 

Eoro opin perhaps wo have done an UDort.hodax thing. llo ban tried to cut 

tho dtla7 of oatl.Mtoa and quotationa in ,..,. inatanooa-and nry suecoaatuU:r-

1>7 t.rTan&1nc with a priM caatroctor to carry throuch cortain operationa co 

bia roucb parte and work up rz.... thot to lll&ld.Jlc c.,.ploto a~anbliaa, 
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.s.ton1111Dc a r.a=!t'• priM llbW& ....U lie -~to tM JriM -

-tor &D4 at.Ul lie -~ to .... .. ba.e ..t.4 tba oa 'dtll tbne 

pn.o ocotraoton at Jr-, &Dd tM reav.l\ bae ben bam IUIIl au.taoto17. 

!bo ~-uov. a ...-.J,J - Jaaw -.ll atenal we .... procl"" tor -.oil .... 

It Jd4bt. Mot illt.-t to et.at.e +.bat W OODtaoted .....-.1 

Qoferunt ac...o111 1111o telt +.bat a oerta1n part ot """ oqld.JIMIIt .a D.ot 

,..blA co c!tto ... e wca'ltJ tor «naple, ~~N••••J wber.a we to-.4 +.bat b7 41-

reotl.J contaotl.lla priM coatraotors we ,..... aJ>a to obtalll pNae work OD ~ 

tenae FOJeot.e. ~. we lla.e 1&ll4artalcell tM re-<leaip ot COII't.e1D 

rarto flo<a caatl.llaa to etupiJ!p ill Cll"CC.er to penlt - ot our ~. 

aoc! 1t •- ~ld.t.e probll>la +.bat - ot tlleao c!eaitU -:r bt aoooptac!. Dde 

1llc!1oat.ea boor our l1lle ot t.h1 n!r1 Ill bae broQI!lt v.e baolt to tla:dl>111 t7 ill 

olll' own ut.111eat1co ot ov.r tactal7. .U i.e woll rooOCD.loac!, t.lla I*'IPCOc!.......,. 

ot 4tflllll OO'd.ra ~ld.rea tool -.ohinoo ot c.rtalll ld.JI4a, &D4 pr.rtloularlJ 

alltcoat1o •ob11loa. to tilt oxt.aD.t we .... tilld proJoote which o&ll ut.1l.1H 

• .,.. ot Olll' oqiZI.poeD.t we llO 1aqar 11al.t Olll'etl.ea, llecav.eo .... cot or .... 

nral ••Mnoa .:, D.ot lie anSJ•blo. We U)- t.o &D.tloipo.t.e o.rta1ll Cll"CC.ere b7 

purchae1D.c ach11le oqulpoeDt. 1lblle tba i.e -llbat ot a pable, .. lla.e 

tound +.bat tboM o~oa lla.e bMu -t aaooeaotul wbo llaft tau.. COII't.e1D 

rialto ill t.b1e reapoot. ill OO'der t.o P'" t.b8uol.ea a broa4.r n..x11>111t7 ot 

tactarr operat.lco t.o tit. t.be aot .... o procraa. 

~~ ot Olll' boot ocat&ote aa obta1Dec! tllroQI!l - ot tM 01'11 

ol11l1ca. OOIIIItq,_tlJ, wo llellno t.119 tbeao ol1D.1oo Iori wortbabila. Wo 

mipt 1111a-at, ill t.b1a oOillllct.!.OD., tllat 1t 1a D.ot tllOQI!l to co to t.be ol1D.1o 

and tilld .... arl1clt wbich baa .... appUoatlco t.o taot.orT taoWt.iea. !!left 

-t bt a ptrlo4 ot tolloor-vp &Dd OCIIIIIic!el'abla coataot MWttll tM ........ v..w 
and tM JriM ooort.ractcr. 
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lie r ather tHl that porl>ape .....,. ... utacturero are rlerlllg the 

dorena• 11 tuatioo aa •• tirat rlewed it 1 -~, ao a qu.ation ot t1nd1n& 

so::.o artiole whicb rlll tit • ao to apeak, 0 po.t" into the plant • a part.icW&r 

raoilltho. llbile this adgbt be tr\11 in • ..,. inot&nceo , it io an unuaua.l 

situation, and not an ordi.narT situation. Tbo GOYeroment agencies cannot be 

expected to fit defenae itelll8 into a partioular plantJ and all plants are 

differont and have their own iJ>dividual charaoteriat1oo. Tbo Government 

217 

agenc1 .. cannot be expected to know wbether a specific machine can cari7 

operations t o cortaiJ> tolerances. Consequent~, while t be Govern:oent agencieo 

are aplendid and cooperatbe as or181J>atoro, tho real effort sboul.d be in 

tho dotail work in the factoey iJ1 fittin£ factaey equ1paent to tho defense 

pr0SJ'11111• At lea at, tbat io our present rln, and 1a our pbiloso~ rltb a 

view tc a!tordi"i, through our facill t1oo, tho greatest bolp to tho defenoe 

' . 

:~ · 
' 

·' 

' 
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ALL ORDERS 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO DA.TE 

O.sys Elapsed Between Date of Clwranc• by OPM end Lllnd-lees•. and Datil Order Was Plac11d 
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COPPER ORDERS 

EFFECTED BY THE PROCUREMENT DIVISION MAY I 
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CHEMICAL ORDERS 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO ~TE 

O.yt Elep11d B&t.WMn Deta of CIMrencc by OPM end L•nd· lN••· end Det• Ont.r lllle• Plec•d 
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ALL METAL ORDERS 
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DROP FORGING ORDERS 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO OA.TE 

O<!!yS El<!!psed Between D<llt4 of Cle.t,.<!lncc by OPM ond L•nd-L•on, <lind Date o,.de,. Was Placad 
_!!!_O,.ft-. I Noo"'"" I 

I I I I I I II I OAYS 

Boro ore Avcns~ea of All Order& 
r-- Ploced on the So m• Doy -
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TIN PlATE ORDERS 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO Ob.TE 

D.sys El.spaed Be1.wHn Dete of CIMrencc by OPM end L•nd-Lioll, .snd D.st• Order W.1 Ploc•d 
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- 141o.k(y ...... ,..,. 
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ZINC ORDERS 

..... . .. 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO OA.TE 

Days Elapsed Between Date of Claa.-..nce by OPM end Lend-wac, and O..tc Order Waa Placed 
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MACHINERY ORDERS 

t• 

EFFECTED BY THE PROCUREMENT DIVISION MJ>Y I TO MTE 
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Ploeed on the So me Doy 
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• 

-
t--

.tl. r-t--

• • • MAY JUN£ 

41~~ 

~ 

" • I ~ 
JULY 

N 0,..,., 

10 17 

AUG. 
194 1 

.. 
r-

t: .. .... 

#00~ ~o... -

1 -
.l -

== 

~. .. .. .. .. 
OCT. SEP'T. 

• .. .. 
NOV . 

36 

14 

20 

12 

• 
4 

.. 0 

-• 

Regraded Unclassified



, ... 230 

MISCELLANEOUS METAL ORDERS 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO [)A.TE 

D<~yt E l<~pted Between Dote of Cltdlronce by OPM ond lend-l&oae. ond Odlte Order Woa Ploc•d 

No 0,.,.,.. T 10 Olftn I 11 o_,.. 
OAYS I 1 1 I I I II I 

Bara - Avcno~u of All Ordera 
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ALLOY STEEL ORDERS 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO DA-TE 

DdyS Elcllp&ed Between Ocllte of Clecllrcllnce by OPM <lind Lend-Leose, ond Ocllte Order Wos Ploced 

D AYS OAYS I I I I I I I II I 
Bor• ore Avero~e& of All Orders ; ll 
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EFFECTED 
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AGRICULTURAL EQUIPMENT ORDERS 

BY THE PROCUREM ENT DIVISION MAY I TO Ot>.TE 
Odya Eldp&ed Between Odte of Cledrdnce by 0 PM ond Lend-Leon. dnd OdtlJ Order Wda 

Be,.. arc Averoljea of All Ordera 
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CARBON STEEL ORDERS 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO OA.TE 

Odys Ele!!pl~d Between OC!Ite of CI~C!Ire!lnc~ by 0 PM C!lnd Lend-L~oae, C!lnd DC!Ite Order Wdt~ Pte!lced 
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MISCELLANEOUS ORDERS 
EFFECTED BY THE PROCUREMENT DIVISION MAY I TO DATE 

D<tys El<tpnd Between D<tte of Clc4r<tncc by OPM and Lcnd-Lcue. <tnd D<tte Order Was Placed 
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AUTOMOTIVE EQUIPMENT ORDERS 
EFFECTED BY THE PROCUREMENT ONISION MAY I TO QA.TE 

O<llyt Eldptcd Between Odte o f Cle<llrdnce by 0 PM and Lend-Lean. <lind Odte Order w,n Pl.sced 
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OFF1Q'; 01' 1ltE 236 
LEND l£ASE ADMINISTRATOR 

II! W-NW. 

The Honorable Henry Morgenthau, 
Secretary of the 'i'reaeury 
;;~hin,:ton , 0 . C. 

Oe&r Henry, 

Novomber 7, 1941 

Jr. 

Tlwlk you for your lottar of t.oda.:y ' a data 
enclosing additional charta r enectini the speed ri th 
which Lend- Lease requiai tiona a.re being converted into 
orders by your Pr~ment Division. 

I appreciate your makinll this Cl&terial avaU­
oble to us . It wUl i>e very helpful in connection ni th 
the operations study wa a.re ne>Tt rnalc1ng . 

liith be•t wishes , ' 

Regraded Unclassified
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J:o~:aza 1 . 1941 

The Prealdent t odS¥ addr eoaed to nonorAble Zdward R. 
Stettiniul, Jr. , Lend-Leaee Adoinietrator , a letter of which the 
text ie •• followa : 

110n llovember 7, 1941, I 64dr ei80d n letter to Hta 
Zxeelleney President Kalinin in which I congrAtulated him upon the 
nation~l annivoroary of the Union of Soviet Socieliot Republ i cs 
nnd cxpre• ~•d tho admi ration of tho people of tho United States for 
the 'vnliant And determined r~aittance of tho &r=f nnd people of 
the Soviet Union' and the determination of the United States that 
the 1 aacr1flc~a Ani suffering$ of thoao ~!O have the c~Jrage to 
ot~le ~ainat egcreosion ~ill not ~vo been In vnln' . 

1 ln that letter I av~~ed Prc aldont X&llnin 1of the 
de1lr e of the Goverru:ent and people of the United States to do 
ovorything possible to assi st your country in t hla critical hour . • 

"In accordE~ce with thot ple~e and puraurAt to the power 
conferrod upon ce by the 1end-Lense Act , I ~ve todny found that 
the defenso or the Union of Soviet Socinliot Republic• is vitnl to 
tho def ense of the Unit ed Stnteo. I theroforo nuthorize r•nd dir ect 
you to tgko !mmcdinte nction to tr~ofcr defcn•e euppliea to tho 
Union of Soviet Socinl!st Renubl ico under the Lend-Leo•• Act nnd 
to cnrry out the terms of ~· letter or October 30, 1941 to Preoier 
Stnlin. 

"I tl:ould nppreetnto it 1! you vould work out ns quie!otl.y 
na p011!ble detr.ila of this progr~ with repreaentntivea of the 
Union of Soviet Soc ialist Republics . • 

• 

Regraded Unclassified



rovn::a?Jt ., , 1 !141 

The Pr111d.ent, under da.t e of z:cvec~r 51 1!141
1 

~cfdr•t;,:ed a 
lotttr 1.0 !.he ~cr<>tary of tJ>e Inter ior , tile t.ext of whlch f olloq: 

238 

••• till c!etonse ertort ;.rosrec.eo 1t becocu in<:rnalni!l3' uri"'llt 
to ... ..,.. tlllt the suppJ.¥ of solid llleu Will be odoquatc and that they 
Will bo rc.odily anllable a t conSllri1na ;>olnu •hon required tor ..Uitary, 
lnd•nri&l, &.~d civilian purposes. !)1tt1cuU problor.o ....., alre.>dy 
a.rhlnt with reepec:t to t-heir suwly l.:td avaU.abUity tor ouch utes . 
Th• •• problema requir e tho efficient end carollllly cocrdineted dtvelop­
n.mt-1 produc:t...ion, distribut ion, utUiz&Uon, tranc.portat.1¢n and h.andllne; 
of rol1d lllelo. 

"You havo in your Dupa.rtr:l&nt exlenaivc i.n!arlllaticn and ! &cilit ics 
with roapoot to eolid fuols . I roftr I<'TticularJ.¥ to tht Bit ur..lnou• 
C"l Divlsion, Ul'J Bun.au of i!ines, e.nd the Ooclopicnl Sur v(l,Y. In ad­
~1t1on, 1n your capncity as f'i:tr olt.\U!I Coordinot.or tor Nn.t1onGl D..!fcnse 
you Mvo ~tpol"t.t.nt. fUnct ions with rqspeot t o oil &Lnd £4-V . It. 1e essen­
tial Ula.t- th\r h::..ndlin6 of !'olid f\u::l llnd or ou o.nd ~Q.! problent !iihO\!ld 
t:t~ oloael,y c:oordi.JmtL.-d in the pr.orcnt o,.."rr ency . 

"1 1r, th..~r.._ foro , nqu":t.l..'lZ t hnt. :,-t:U ns tM Sccr• t.ar; of t~o 
lr.~ rior nhall act r(s ~lici i\Jcls c:t ... J"dir.n.t~r t or nat.ioncl def~"l:;e 1r. 
p.r fcrr.in, t hL f ollowin;; duties: 

•1. Cbutn c:urr"'ntl,y t'rc::. tho a >,.ropriato def on'• ll.nd ot her 
?t.d ... r \l a .t.nc:iel, froc the v~ricu.s St:"t...:~ .:.no t.ncir eubdivislons, D.nC 

ire~ :ut:J ot.h..r ecurea:;, p:riw:.te or fO'/Crr.:..:ntal, int rr.:'lt.1XIi as to tt..e 
ril l tlr J and c1vill£n n~cds tor solid tu~la; 

"~. Obt.llln c:u.rrontl.,y fro:. th6 solid !'Ucla 1.'1du•tri.;;l Lnd !rc::~ 
c.ny C' t.t...:r ewn:~t, ~Y\.:frnt:.ental cr priva t e., Wo~t.l'n retlntir-.y to 
c. v"lo~ent , prvduc:ticn , supplY, evailcbility, diot-rtbut-i~n, ut.ilitu­
ti .. :: , tr.1nOp(.lrt..'\t.ior, nnd h.!nc!lin$' of s c.lid .1\Jola; 

"3 . J.!:ako r.:co'-l:Y.lndc.ti~ns to the Suppl,)" Prioriti\.S lind A.llucnt.ims 
f:,,,.., ro, lh!oi Office. of Production Lrsne~..-t:.Gnt , t.l~ Office of Pr ict. AclrA..nis­
tr,t.iol~, U1o trcmspcrtat i <'n a t e:ncic !i ot the Fod(.rl'l.l 0t.V011"1r.~(.nt r.nd W 
Ar.:J .- thc.r eppr.c.pril.tt:! Fede ral dc::pcrtr.cnt-3 end l'· I)C~flciott C(l'lcttrnin~ 
N.~t~u.rct rcUt.il'lc to tho pr r<iuctien, t~tcrc~. , pcclin,s, tronspcor~t.ion, 
di etr1b\l:t-1 .. .n, c.'\rketinL' and ct:!ls1Jr.:,;t1t>n ·f $~ lid 1\u .. l e f ( r the pur~sc 
t t T:.!":Gt1n , th;.~ r."lint.c.nwco : f t: l"L~dy L.tld cd~,;quat,e SU;)pl.; 3t r crecn-

:!bl .. prlcoa; 

"<. I n e ·M.fpi.;r z tL.n T'it..1 t.n.: tc<.lic: !\:d e a nd r ... lat.od industries 
• nd ritll ccn...,.,.a , r «>11d !'u6la, ond in c '-c.rdinetion.nth tha · 
C! tic" ... r ~r duc ti:n ~~1;:...nt, e:..rr.J .:n aucr. pr -. r =.r s u will ;r...::Y t.e 
(.C .. r.~o.r.7 Qll(,;, c:f(ici..:IC1 in t~ d.,.v;:tp...:r.t., p .<luctJ.,n, alst.r1but.kr., 
~t~~~~ ~ t1 r. , tr~ns~rtati<n ~d ~~~dl1r. c ! t~ l1d ~la, end ar will 
f:ci.l ittt.e t r ... .~p.;.rc.t.L..n ct tt~ a::Uc! t'\.1 ls industria~ , ., a.:; k. t" ..... et 
t hu r~quil·COt.ttt-1 ~wf t.a ... n~" ti :n.c.l d~ft.:r.rc J~T~ T~U.. ; 

"6. Adviee a.nf.i r-..:.kc r.:c--.Ja:~n<l:tlvn.:2 t :;. t~ Supply F'r1t r1tbs 
~.d Allc c:, ti· n• s. ... ~ra, th~.. Cifice .. r ?r.;aucti;.n ~'1."tont-1 Md .;trer 
'=Pprq l:ric.t.(. dcf~tl!iu fi.,""Cncit-' '¥!'1 th r L$iJCCt t j t..\C rr.r t. ..;rial, tlquiprxnt 
: 1\.d aup,)li.a which v:ill be r oquir.Jd by th" sc.lid 1\lclc it.du;_t.ri~s in 
,:Or -tc.h cin~ , trO.nOJ~rti.rw, c.nd distrtt.utinfJ tht t.<..nnQ.._!.., na ... dod t~,r 
CiVili~h W.d dt fens" pttl'i)•: $OS j 

"6. L;c_k._ ; th!lr r-.~c~r.r~ndoti.ns tt oppre print-o Fod..,ral dopcrt-
:-... nte ,...nd '" ' ~.ncica cc nc~rnin·: ~Ut..csur:s llffGrctiJ'l .. tho 1\lpply :tnd ~vaU­
.;..bilit;~ c!' a ... Ud fuels o.t: r:n)• s -.u: noccssc.ry !'rc.::. t.i..t£ t -.. tii e . 

•tn ct.rryin'; ~.ut t..~ec. r espcns1bU1t1cs, tM dot....r.:.1n.!t1~n~ :.t 
u-. ._ S'Uppl:1 Pri.,~ritit.s and Allce:.ti: ns Bcc:.rd L"H! c.t thl Cftice <:f Fr.:.cue­
U .n :.!Cr.:l .~ecmt. t1ll, t f ttW"!C. , ~vvrr. as t.. ~c. rcquiro!::.dltS t -r 
:-.:.u n"l d' f cna:, dir~ct a:::cl ir..dircct., $1ld ee t UK. t;.St.Gblian.-Lnt ::.~ 
:.4:"!niu.r;.t1 n S ,;.;.ri rit.tcs ::.:r.d cl.l : cottcns . 

•n-... l~&da t the t.::--=ncies trtd dcpo.rt-ccnu c~ ncarr.cd <:r.t Jx.i.n~ 
!r.ta-...:« . t U.il C.t,;$11'.&lic.n .:.n~ I u... r..~Ci'JC;t1n t-~t t.."w;, int.._ r: ;,·;..u 
!r. ~cfvr.nct .. ! an.,· acli .. n pr;,pc~ .. C. ~n1ch r:l!Y a!f\.Ct- t.."'.o i:.~1nt.<.ru:nce -. f 

• 
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- 2 -

an adequate su•>pl y of solid fuele and of all meet in::e or conferences 
denlin · with these prcblems. 

•I ant1ci,.ate that ycu will use yo11r present staff in the dis­
char _.., ~t trese respcnsibUit ies t o the fullest extent ·pcssible . 
\,itt.in tho 11Mts of such funds as IUl!J be ~o evaUable , you may 
rake prcvisi<n for the necessary services and facilities and ycu may 
ee!'l<y necetsery acditicnal peroonr:el, includinr· th~ aj)pointtll'>nt or 
ceoi.naUcn, Y.1t h C/1 ap;rcval, ot en auietcnt to wh,.-. you r;;M>¥ = ke 
~ neces~; dele-aticn ~r tunctitn~ . • 

• 

Regraded Unclassified
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Seore\art Xo~en\ba~ 

o.orse lh&1't1JIC\OD 

240 

vo~ JO~ obJeo\ \o ., aekla& Xr. Ea1l Sohraa, 

Prea1den\ or \ be lew York S\ook EXob&Die, \ o help 1A \he 

d1e\r1b~\1on or \be f older, ·~now Yo~ Taxee•, \o larse 

oorpora\lone' I aa d1eappo1A\ed ln \be ree~l\e or \he 

lla \lonal Aeeoo1a\1on of Xan~eo\~ere and belleYe \he 

llew York S\ook EXchange wo~ be gle4 \ o help ~·. 

GB: amo ll/7 I 41 
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21.1 
\ 

~-

l'sr outweiGhi ng all other aubjocto diocuud in the current 
l~1l 1• the ques tion of t &xea . Tho Secret~ry ' e several at~te~~nta. 
tc(Cthe r wH h the 11181lin& of the tRx le•flo t, heve called forth " 
Jlood of lettera . A very •~all mi nority or the ae 8 re favorable and 
:der.dly: the ott.era raf16e fro~ t he pathetic to t..t:.e ebualve. On 
~t-e oueat.ion of increasing tr.e Social Security tt~ x. the proportion 

' 

1a one f1vorable to 105 unfavorable. Particularly did the exprese lon 
~ ~yptn, ~ ext ra ~or.e7• &eer t~ in~riate tho'e wto reed it ! I do 
..... ~, •OI:."' 'te r Pny ct.cte~tent that b\a Cl'lllt d fort h aucl: l ndl gne.nt co:;;... 
:-ent . It t'rr u;ceeda t M t e rcused b)' t.he 6j, at.atta.ent . vt:lch hAd a 
:'"':!.tr 1\l~rlai~ nuxber of er.dortl~"ntt tn proporUon to ' hose 
t~1:et the a~gectlon. 

Co•::.enta on tr.e 15~ payroll J.educ: t lon tot· tt"~e• r.re Juat begin­
·~lr-6 to CO(;e in , ~nd bid fal r to be Q.Ulte hea•;: ln b'J.lk. even i f no t 
~~~i 1c r•ny re ~• received o~ the Soclftl Security atate~cnt . Eere 
t~~ . th• ~~Jority c ! the letter• are etronrly ~G~ 1 nat the i dea . but 
,..-.ot it'" ltt rgo proport ion. So fr r, the l etter• are 7 Bgt~ inat to 2 
ic.r 1-.1ch eod'.leUona , ,.·! th a scat tering or gen~ral comment • on t he 
whol e ldtf\. 

The t ax lea.flet. bEla d.irectl:' re au.lt ed 1r. ft very beflV)'" !;£111. 
:~.ou ltt.ters descri b-e 1cdiv1due.l caaee and ere vrhtcn in di rect. 
1eply to the printed auggest ion that 1ndlv1duale who ~re unce rtain 
"tou.t tht~lr r et.urna wr!te to the Secret '\r":' · rl".er Are all bei!"-6 re -
:· •rred to Y.r. lit• lverln.g ' s o!'f!ce . 1 do no• know vhctl'~er ._,y spec iltl 
~rr1:--4c-,.nt !'ot l 'tleen cede to tf' ~~e C"re of \.heSI lt>t.tert . but M v e 
te•~ tt.~t ~hey v1:1 be dist r ibuted to tt• vrrloua 1~co~e :&X !oe31 
~ert1.0<;.~ rura. ':'hi a see::.& : o ::e to t.ave -:.be 'er~• o! :.roub!e !:: u .• 
:t ~f!':l 1::.:.en r: u.e delays ; ci.iffer£nt t...;-ea or repl!-· . deptr..d1n.g en 
:~e v•rloua e:ployeea; co ~tAck on the apee4 or t~• o! ·~'ve:: snC 
•:e;, ~ th!n.c ~ aenac: ~f betrey•l on ~t.l' pnr~ ~! lOll'."' of i:.r.e t~yers 
,.!'.~ '- .. ~~ not. v~~or.t l ccsl ot:t~!,.:.s t.~ 1".11nd.le ,. u tter t1.e;t th:U€b! 
:~~;; ~trf" ln•rlted to t-ubcit :o tta S~cret•ry . I ur 'tte wrong ~&. 

~~1-~;:!nt th.la 1r tl:e ~:ett.od of t--.o-.ndllng . but t feel very at:-ongl7 
t:.•t t.hese lf' tt.era should h•ve aoa:.f! sreclt~l ccnelder•ti~n r:eht hei"e 
!r. ~P&hln;;ton . 

Theo B<lnt ral co~ttt.ente eont lnu.e :r.uch the tf't,e , w1 t.l':. lncreadn_g 
•r.tl lPbor feolin& . Tl:ere or• 11 letters hootilt to Un ion l.Pbor lo 
.,.r.,.,rl'l l to 5 ll rply urc:lng tf.Et s trike• on <lttfente wo r~< be s~cp-ped • 
.:.co~t.:G' in general and appr ovPl o f tl:t 3~·r-d Comlt..tee !•ll 1:: a :r,l,!":ber 
J.i.n 'te. • .,;,v t.hh l.ft t e!J.ali f icet1)n. 
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:love:.ber 7 , 194.1. 

Tcere woe l pr o-Lindbergh letter; 7 a nti-Great Britain; 
3 • nt! Ruaalon; 5 aga!n•t repeal of the Ntutrol!ty ~ct to I letter 
urtlne 1~ ; nnd an 1ncr eate of abusive l etter• -~ part i cularly those 
•pply!r~ t o t he entire Adm!n!otrat!on . 

Dur!nr Oct ober, the "illite Houee referred 42~ lettero. Fer the 
I"IU pe riod. l&at yee.r ve receh·ed from t.hezr. :!?C. 0! the 425 , 
~2J ~~d personal Acknovled~enta from th1a office; a tev ~ere filed; 
~~~' nd tt-.e rea':. "'ore ref erred to apeclfic oft1ce• in tt.e Tr e,..au...7 . 
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l-.A rhtta M. Bankw, Hltrtforci, Conn. In CIY b•nic '"r- t. e~r.!!nt. th1a morning 
I recelvttd. a copy of your ~r.eeaage to tuparert , togethe r w1 th 11 lin 
cl' t.•ble t oho" 1111! how much "111 hfovo to be pe1d by 1nd lv1dual tu­
J.Iflyorc on their 1941 1ncotilea. • • • 1 e.m 1ntereet.ed now in knowing 
,.terf' ~ inC0'-1! t.u ~toney \till go . 1 ebt'll be ptt:-r1n.g this year five 
th.eo •• !lluch u I pP!d in 1939, olthOUJ~h I .., ••rnlng only $200 =.ore. 
l hltve ntv-r grudged pf'ying income ta.x, tor it. t eu:• to n:e ~ tlQ'Jll 
price to 1'•:1 tor Ilv!r.;; in Acer!ca. I ~till sladly PO;! more still lo 

t' . J) .ce tp the American v a,)· of life . 3ut I thould like to icnow ex:e:et ly 
\:l.Al. t.er'l.\ent to GQ $1!0 after yo\.1. rftce he h .. 1 t aee~:.t to ce tt.•t ve 
tkould ell be .ore 1ntell1gen; taxpayerr 1! 70u ~ere to t end w1tl our 
~~ ~ ~~ntb ' t bank t~ete~entc an acco~~t of ~ovtrn:f'n t expenditure s 
fr"a 1nco:.e tax c.ene1 for 1940, end elao "ll ftccount of pt'Gpo~ed Go• er-n­
~nt •xo~ndl!urts !roc 1ccoce t~~• to be collecte~ for 1941. 

t . •~l to r Kirk , 4oodheven , ~. Y. l~numer•ble ~re~t bu~ineas organlt~­

t 1~nl , t hrouch e ruling o; your de~~rt:ent • f@v yePrl ~co , ere develo~­
l~( A highly akilled tec~n1que 1n e•adln& the aplrit Pnd ends or t~t 
S~e 1~l Security Law. • • • :ec~uae I ~~ve bren 1n the aubser1~t1 on beck 
'tus~r,caa for t~!lny ye"r' es an executive , fl:nd rfcently Aa A u.le ca~an, 
I !J~t\k w 1 t h 111 l)a rt 1 C\llA. r £ .. '1.owl edg6 ol' t l".n t b\ld nea B , but. by he a ns~· 
ur.derno nd It lo epreoding thro\!gh nll linea ot but ineu "here com-
=<!l t1Cin aA lean:e n (' re employed . • • • I n ue~Lnt: " p e~t~ 1t1on ir: recent. 
~~~!tt (!or obvious reaton& I psk th~~ ~Y nAme ~nd la tter be treated 
1~ conftdence) 1 found , detpite ~v bro~d experience , I could no~ get 
o~ the saltc force of 'incyclopaediA !rH11nniea , '!he Orolier Societ~· 

c r with The Un1ve r a1 t y Society, I nc., a ll 1~ New Yor io C! ty, u.'lletE I 
. (r.~d an "A&entl! Contract" . • • • '!'t..e it rat tvo r.•de :~o bo!'lec ate~~ 

~f.h "A~enta Cont. rae~• vas to avoid ?BY1:1C t!:c tax, •ht:~·..lgb ;:our Sccirl 
3ec .rlr.i• licb~ r :-.at be give:: . I e-:-.eegel! ~lt}': "'!'r!t• :-•. :'l1ce. ;.hree '"ee£s 
60 "'~.;~:. !".• 4 t:) aign ~he •;.ge:u.a Co:ttrac:t•, • r..;. ~.ro ,;:ve a f'•c·.:r!t.;r t-Gonc.. 

: : .• t C"'n! ract expreac.ly stipula.te5 t!-.et tt.c:: ~.A¥1 no c .. n:. r l. over :e\:, 
" ! I nr.d ! ':h h a~ evs:aion a:td tl':.f:· ttxact at r1c! e-..--p~ rr!don , co~el­

:.! :-.4; lltt•ndanct c.t "s;"Ust =ee tir:~s" , l~.t1C'~~t1r:,. ver-, clel!rly ~hei r sa : l't.­
r•~plt are 1ti ll c:na~dered es e~lcy,tc . l hAve , copy of t~~~ cc-tract 
~r.i Gf ~Otices Of their "mutt ~eet1npa" ~ 

".;L Jvu rtcsn (No pros or ls.~t.t-) " -- 'i hl"t kind ~t Sspa lie you th1n7. the 
~~~ rtea~ ~tople are? Do you think you c~n keep on cpenciing t e your 
ht~rt ' • c~n t ent , rnd Junt pile it on tho trxee l You can c~rry YQUr 
t .. x r"\ia t-,;e 'Drograo j\lat so ter , the p.eopll" "'' ill ~!"It •tl"nd f o r paying 
·::~c:h c.' r e o !" Enell\nd ' a 'l(ar tax. cr t.he Adm!.nii:I!Lrr<t1?n ' s extrP.vP.ga-:~ 
~~ .... 
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Geor~ 'IHu:a, Jr., St . t.ouh , llo. Pract ically ev•ry tlse I pick 
u~ tha paper, I ID atruck wi t h your a~ce ~~eatln& a nev or an 
•ddltlonal tom o! te.ut!on . I do not wloh to be unldnd or rude, 
but ""' butlntltltftn vould certai nly velcoa a nev record . i'o r the 
love of h•aven, t;lve ua 11 breethlnt; opell II About &11 we a re dolnt; 
11 ! l,urtnc out how to ~ke s livinr ~nd pay our tA1o&, wlthtct 
vorrylnc about eo~e more . 

Anou:;mout - 'i hen -we get ao poor we can • t. take cat•e ot our sick or 
tVen bur)' Our dea4 from your tUAtiODI , a lo hl£b t!c:e for the 
political crowd in • aahington to cut our nor.-de!ense ~pendi~~ and 
for Con&r••• to cut out tl:-..1• check. .. book: !toney. Spend lese &nd tt:.x 
l.•J! end ~alk leo• a~out whet io t o be done ~o kaep down inflation. 

C. r. Ove~·er, Over.r.y·er Kould Co . • 'iflnchecttr, Ind . I note t!-.pt 

;.ou •re t.hl:-.kine: a 'bout addit1or.al tuea tor ll."nutact.urer& and I, !or 
one , do not lm.ow vhy you ccn tlli'W':lly 1-..a::ar on the cuu!o.cturers of 
ttla countrr " ho are r~lllly ,he backbone o! ~h!a country. Our 
aecretary- treaaurer handPd ~e a llat thla cornice of the knovn taxea 
th~t ve PI¥. ~nd on our little bualr.eaa, lt 1a a ate~rlng a=ount . 
You not only lncreaae the t~xea but ycu &8ke the to.x rPporta so 
~1!!1cult to rtcure out th&t it cos ta thouaanda of dollars A yeAr 
t.o t1 rt e.udt t o ra to tr.!l;ce them out and then when t hey ore t.hroug!l, 
no one knowa n ... t the thing !a r!gh L • • • ll't.r not m•k• tho Labor 
Unlooa co~e through Rnd glve en account o! their receipts ~nd 
expend!turoa and their prof its? Ao I aee It , It Ia nearly a l l p rofit. 
Why not ~ax Un!onal 

l . R. MeCfl.n.n , He.wthor ne . N. J . Mvtr.g read about your desire to ineret'lf e 
t.he SoclAl Securl ty r~tea, I vent to th--nk :rou, tor :·our acbec1ng vaya 
1n trying to ~mop up the e xtra money 1n people• pocket a for vhtch there 
vlll not be &coda t o b~~ . Where did 10u e• e r get Ll-A idea t~~ the ~n 
of twert~tce aal3ry , 'io·h c::~ t~s tncreaae v lll th. hltrd , ever had AIY~ • extr~ 
coaeyllt It. 11 eaty to ae e t!lftt J O'U ftre not 1n tte aver&&e r.an'• cla ss . 
• • • I auppoae this l e-,ter vt ll never r•ach you , bu.t 1n ceue it doe a . 
I a~o~~ alao like to in:o~ you tha~ to tte ~ect or c; kn~vledge. tte 
~ ... Clftl Sec1.1rity Act 11 an annuity prcpoalt1on f(J I" "&eci. people , .:nleas 
ycu h.IIIVI croally deceive-d \ll in thh AI you Mve in m_ny ot.l:er tbinga. 
I believe ;th Act wa1 never intended 11 a ll:tftnl of ro'bblr'-« pe ople to 
ralae a:oney t or Goverr.Jtent expen41turea , ~tnd I thert:fore 'teseech you 
to rfcona lder your " moppi r.c up" proce•• · There 1a a llrr!l to t r...xe tion 
rv~n thou~h you don ' t knov it. 

C!u>rleo 0 . H•lrerdlngor , Ser. f renc llco , Cftl!t , If rtJY underotalldlng o! 
;·our \)ropoul 1o correct , I beg to aubmH ~ho !ollo,lng oueat!ona end 
should appreciate e roJ>l:l from you . (l) Ir It not o coctplete brea ch 
of faith wlth the people of thla country ~o now tie ft r~vtnue or Anti 
lnfl&tl c~ary progra~ or.to a plan w~ieh va• ortr.lnPlly sold to t~e 
people of t):IA u. s . Ill •aocial aeeurity"l • • • (rou.r oT.l:C!r quettione 
•~~l~t1nc detect& of plan as vr!ter aeea t~•=· > 
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Hro. 1Ucb&r4 P. l!a!nor, J:l Cent ro, Cali!. Yo note that 70u v&Dt 
to 1ncrtatt ve,. and aocial ••curitr taxet to ' aop up' the extra 
aonoy tho pooplo aro ouppooo4 to ban in tbair pocnta. It tb1o 
woro not troc1c , 1t voul4 bo tuoDJ -- vo vho ban to J\IUle our 
'bwl&ot o nov to koop t hine• goinc I lxtra monty vho o rood pricoo, 
clothinc pricet are aoing up and up. and even a haircut become• 
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a luxury! Or vhom do you ao&n by 'tho people', Mr. Morconthau? 
Parhapo tho pooplo vorkinc in the dofonoo in4uotr111 han oxtro 
mODI)'• There are eurel7 a good u ,ny of th111 vbo are ma.Jdng more 
monty than ttuoy over 4ro&JD04 of. But vhat of wo who ban to otand 
by and koop thinco going outoi4o the 4ofonoo induotrioo! Yo bavo 
t o PI.JI tho oaao incroeoing pr1coo an4 tho ,..,. incroaoinc t axoo. 
Ttuoro 1o no extra mocey in 101 pocket, and 70t your copping up v1ll 
catch u o t oo. 'l'bo .l.<lslnhtraUon prcmloo4 • tboro v1ll be no var 
prot1to - - pr1cao v lll not ooar" - - vbat hat h&ppono4 to thooe planol 

•A Bonner• • N. t. C. iitteen percent chlckott tax on aalartea 1• 
"" out and out theft. ('l'olegraa) 

s. lno!ol, Cbairoan , Poliob Bat1onal Alliance Group, St. Louis , Y.o. 
(Tol•craa) We heartily approve 70ur propoood plan !or collecting 
income t~oo in 1942 b7 weekly 4oduct 1ono !rom payroll. 
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:"a·ed J . Oberndoe rfer, De:llet, Te.x!'.t. Plt,..te p4"rm1t :ie to tel"l ;you 
thot your letter of October 2nd wA• on• of the ~o•t pl easant 
curorloeo of~ life . Convinced that you v1ll not underotend why , 
1 ~•Y point to the fret th&t my frmily and • youu truly" only Ji 
z.-•111 r1 ,..,o c;~c.e ~o this country from Oerzr.&I'\Y , '->'here every offi c ial, 
lot olono the Secret ary of the Treaeury , "'ould ~ve considered !~ 
!~ost1ble t o writ e n le~ter of th3nka to a " subJect", eve~ i f th~l 
•u~Ject would hAve thovn ~be hiEhttt ~nd moa t unatlf1th patr1otis:. 
!!o .. r.uch : eat W"Juld .-uch a 1::-'"n l-.eve v r 1tttn to A • ao~;;.e't;tod.y-" vhc vas 
""D t e- e-"1 ,. c1ttzen , 1-t'.lt onl~· l:.!~d deelartd hie intention to beco:.e 
or:etf 

' 
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Mra. O.orge P. Lott, Phila delphia, Pa , When I tried to purer~•• 
li. S. Saving Stampo at t ho Ponnoylv&nio Co. otf1ct at 49th and blti­
mol'o Avenue , Ph1ladelph1a, I ~tao inforned thllt the)' told only tho 
Bonde . At 1 va t not prepared to purc~ee a Bond , it eeema to ~• t h8t 
they obould t oll Savingo Stampo, 

Ruth Robothllm, Lincoln, NebrookB, I am writing to protest a mottod 
ot buyinc Detonoo Savingo Bondo propoood by a local union chapter. 
Yeaterd&f it Yftl proposed to All of ue thAt the tecretery vould accept 
p~yrent• o! not leta t~~n $2 each conth and hol d the ~oney 1n a 
arvll\gt eccount at the bank until •u!flclent r~d accwouleted to buy 
o bond tor $18 .75 . I bU)' ~ Bondo by !!rot purchaalng De!enoo Sta<yo, 
••d It r~a been quito a oat1ofactlon to DO to teal that ~than I huy 
Stac:pe, •••n a 25; one, =:r z.oney 1::ed1att l )' co•• to vorjc for the 
~ovtrr..c.nt . 1 eake:d. the seeretacy vbJ· Dete nt e Ste..pe vere not pur­
ch• aed v l t h tho ~oney rather than puttinc it into a bank to lie Idle 
!or montha . He aald the =ethod propooed by him voa outlined in a 
le tte r !ro• tt.e Trtasury Dept., e-nd that. aw:h a latter vaa tent to 
every un1on orcanizet1on 1n the country. If thAt ia the e&ae , lt 
teema to ~• the Tre&aury Department it defeating tho purpose of the 
~etenee Bonde . My underttanding ie the Covern~ent neede the ~oney NOW, 
•nd it •••~• to ~• thet it io l&botage to ausgoat a ~othod which v ith­
bolaa 1t for so l one a period. 

Mra , ~llliam R. Fogg, Cor inth , M1• • · Not only on my own behelf am I 
oeok1ne information, but on behalf of other T. V.A. people In thls aree. 
(Pickvick Dam). ~~ do we have to pey tiftoon conta per hundred on 
every Government c~Ack ve deposit, or have cRthedl There are seve ral 
vho vould b~ Detenu 3onda every payday, but the Post Office aeldom 
ea:: , or v 111, caeh checka, and the o nea va know recant pA)'iD£: the 
~xchA~e, or ha•11t6' t-he Post Cfflce turn thee dovn for lack of funds . • • 
¥e teve COtten fi!teen Defense Bond& aince ~~1, but the1 are ~ard t o 
c.::r !:.en. f or turtber 1nfo:-r.at 1on regardinc the a~ .... i re!er you to 
Y.r. a&lpb Croab7 , Pickvick Dec, Ter.n. (lort~n) 

J . A, Abey, Circulation Mgr., Readinc ia6lo-T1moa , Reading , Pa. Cn 
Mt rch 18 , 1941, I vr~te to Jease Jonec of!ertnc ~ ae rYl ce c to help 
develop • plftn to hAve the carrier boyt of the country aell Defen~e 
~onda , ~ • I knov thla ~auld be one of the moat effective org&nizatlo~• 
thot you could aecuro ! or th1• type of work. On April ~. 1941, I had 
A latter !rom Mr . Sloan end later on I wrote eddit1o~l lettera ~o men 
connected vith the Troaoury Dept . , but they a l l teemed to be rather in­
di!torant to the ideo.. 1 talked w1 t h Mr. H. II, Stoc!.gh1ll of the 
Ph!l•dol phlo Bullet in, and Stodghill thought it vee a good idea , end 
one that ohould be proaented before t ee Clreula~ion Men of the country, 
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pr,·t1J.tc! 1t ut v:tte the !.pprov&l o! 
'"' Bulletin I• P.Sthe rlng ell of the 
vhlch I t blnk vao orlglnated by "" · 
te cr•dlto~ to tbo Reading Eagle •n~ 
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the :'reaau ry Depara:ent. Nov 
credi~ tor t h1t propos1t1or., 
I thl~k port o ~ the plan should 
P.eodlng Th: ... 

1. L. Holt• , Glencoe , Ill . At one tl~o 1 vee glad to de~onot rate 
:.;,· ptrtne .. hlp with t he Goverrur.ent , • • at thAt H"" I fe lt tha t t~.e 
t~ndl vere being di sbursed for conatrue~tve purpotet . Now, I regret 
to a~y , 1 no longer hAve t l:is fe el i ng, tt.nd do not wnnt to be a. part y 
tc vhH I contlder o cr l :ne , by buying further U. s . Savings Bonds . 
o~~'t.en t!':e proceeds e.re be ing ut.ed for purpotet that are en tirely vaate .. 
ful " nd dettructive, I could not :onac1~ntl.)•.:,.,l/ I"'(G A volunt ~try loan . 

MOult s. felnn , Chicago , I ll . A~t er conductl~c a pr!vste turver. 1 
t~u:.d Lt#t De!enae iond& b8ve r eceived extraordinary advertising ~~d 
'-•\1 ••r:• d.eclded. tales a-pp;ea l . 1"!-.e only re~taon they are :tot tell t ng 
. 1ea v1tt t~e 1r lAc~ of ~cceeslbility. !here are ~ill ion~ ot enttu~l · 
at!c proapecta ~ng t.!-.e l over Bn4 :;.edi.u:: 1nco~ ar.;;,'J.~c , but th! 1r 

e •• t.buolas:a 1s eot c:o.rried into .sctton becn.use the Stt..;:;p• r.nd :a:onds a re 
noe rt"~i :y PVft lla~le ; in orc!er to ::Ake a p\U'chAat thty a re f'orced to 
•••~ s proper ~gency . 

~.rs . ~t:-.z1 e C. Grant. , Miut , Plortde.. On October 1 , 194,1 , a.fter 
~ rctl'.'~nr atvPral letters fro1c your :>epe rtttent te;;.int; ~:.c t o buy Ssvings 
~onJo , 1 ft tn t my check on The Fulton NationAl Bnnk o! Atla nta , Geo rgi~ . 

lor • 3 , 7b0. 00 , for !lve $1 ,01)0. CO Snv lr-&• ~onds . ro dot e I ~.eve not 
receive4 the bondt and would like to r~ve my chock returned if 1 ~ not 
~~t1tle4 to Lh~~. 

• 

' 
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Frodorick !Ieffel, .l.udi tor-.Accountant, J'ro ono, Call!. Thoro appeero 
to be no tor. T.r.R. - 300. eertea A in ll"ttno, ne1tbtr the Poat 
Oftico, tho incomo tax dapartmont, nor a1tber of the tvo banko vh1ch 
aro members of tbt J'oderal IIese rYe ll;yoto11. !lone ot tbtee baTe' blanko 
for fillins out, oo, therefore, I am -.kine 111 report in th1o form 
and if ;you ao reqUire, I vill fill out form 'I.', J'.R. - 300 if you v111 
"nd tho form to .. in duplicate. 

J. A. Svalvoll, Preoident, Seattle J'irot llatlonal l!uk, Seattle, Vuh. 
I vioh to oxprooo ~ appreciation tor your l ottor of October 17th, 
nidancioc :rour concern oYer the ditficul.Uoo oncoW>terod b7 l!anke in 
their e:rorci'* ot the treedac control required Wider tho Order and 
1nY1t1QC aucc-atlona tor re.nd.e·riu,s: it aore eftecthe. • • • I u told 
thot otticoro and o~plo:reea of :BanJt. are often unable to cope vitb the 
heal and rather 1DTolnd vordiac of the Order: that the vorda 
• rea14ence• and •4o•1c1le• haYt not been clearl7 defined; tbat the 
continuit:r of roaidonce here ia not eaoil;y determinable and that e 
short aboence trom the U. s. b,y peroona vhD opent the maJor pert of 
their llvoa in thh co=trr h caua1~~t; unr ahsi.,inc•: that refuseeo 
who arril'ld hero a.fter June 17, 1940, are hamotruns by the.,.. .. of ap-
plioat1ono and reports they must keep filinc to be permitted to opereto ~ 
a omall buoineoo; and that aince m&ny l!anka kept no recordo enabling 
them to diotincu!ah betveen citizens and foroirn nationo , the determina-
t~n of the latter 11 a hapbatard taak At beat. • • • 1 am encloein« a 
ochodulo of o~otlono oubmltted by our Depart .. nt in chars• of this 
work, •• voll ao a copy of our rolatiTo report to tho Rational Bank 
l:~aainer. (wtter forvarded to Mr. i'oloy) 

Cbarleo S, Mcllult7 , Jr., a meuar of the otaff of Radio Station 1llll!J. 
Roaaoka , fa., tncloaea a cop7 ot • l et ter he baa vr1tten to the Chief 
of tho Incoao fax Dll'hion at l!icluaond, Ya. Mr. Mcllult:r happens to be 
tho radio OllplOJH vhc OliO to it thet the GOTeruent cots proper con-
114erat1on in the var of ~o\ announcement• oYer the atat1on. •str&~ 

aa lt a&T ••••· I am the can vbo f1chta tor the !reaaur,r requeat tor 5 
announeeaenta eveq d.a7· !hoae 5 e.anounceaenta voul4 coat your Depart­
merit $21 a 4q•. There are other oceaaione vhtn OoYeruMnt emplQreea 
aok help ln connection vith Defonoa l!cndo, Secret SorTlce "Inov Tour 
V.ono;y", etc. Rtcont l ;y Mr. Mclult;y vent to the Roanoke o!tico to P&T 
a tax but tho .an at the desk rotuoad t o help aim, ooyln& that it vaa 

' 1" time tor tho ottico to clooe, on4 ba ohould •otiok it in the EAi 
Mr. Mcllulty v r1tto that ba baa 'been in t ouch vith Mr. Callahan, but 
it t hio 1o a epecimtn ot Treasury oannaro, ba vould tool out of ploce 
in tho orcan1oat1on. 
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l&rl Aocbat!ulNrc , Pl&1D1'1old , I . J. I vut to thank 70u for 
7our anovor to ~ litter of co~~plalnt of October 3r4. The in­
formation vhich JOU h&Ta bean kind onouch to CITe .. hao oa tlofled 
•• that In tbll caoa ~ co~~plalnt hal baon W>foundad . I van\ 70u 
to know t hat I appr ecia t e your eourtooy In vrltln& me ouch an 
oxpllclt latter. 

L. f. Sailer , P ret1den~ . • a t ional Union Bank ot Amerlea , Pater aon , 
N. J. Wa hoYt been perpl exed and contuood by tho 'Document • per­
t a1n1n& to !orelcn ! undo control' , and Public Circular No . 4, and 
our experience aeema alao to have been that of other banker• and even 
ot attorn171 in ihta area . !bese document• in our opinion , becau.e 
of the 1nTolTod lopl luguaca uood, 1nclu41n& thllt vhlch uu:o to 
encocpaee untoreaeen altuatlona and contlncenclee, and the uti lisa­
t ion vlth tucb ~~· of reterencea and croea- reterencee to related 
cattoro vblcb are In their turn o1a1larl7 coopl lceted, lack the 
ol~~pllclt7 and d1 rectno10 vblch vould onorsouol7 aid tho nora&• 
bank-can and laraen In a more lntell!cont and o!factiTo appllc2tlon 
of the ezecutlYe order. Ve bere cheertull7 art .. ki"' •••r.r effort 
to &oet In c ood !altb tho obllptlono 111p011d on uo b7 tho oxecutiTe 
order and the recu}a tlona laeued pureuant thereto, but ve cannot but 
vondor If more fru1ttul reoulto micht not be obtained tbroU«hout the 
land b7 a 118plit1cat1on ot tho roculatlono, ceneral rullnco, &eneral 
l l centet, epecltlc licensee , report require~entt, etc., pro~~ted 
or latued under the exeeut1Te order. While ve reallte the necessity 
of thou Involved and leg~Uy phraood document• and public clrcularo, 
l t ••••• to uo thot they obould t orTe only ao a ! oundotlon and ~ac~ 
sround !or a oot of direct and olople ruloo ond regulAtion• prepered 
by tho Troaoury Department for tho CU1danct o! bonk- men ond othero 
concerned. 

Donald i. Valer, kan.a&er, C~ber ot CoJD:~trce, Pontiac, Mich. Ve ha'f' t 

~.ad opportunl\7 to 1nopect tho rOT!olon of expenditure eotlut01 u 
oubaiUod to 70ur committee by tho Bureau of the llwlcet, ad ve are 
Clral7 of tho bello! thot tho reduction ao thoro ouueoted would be In 
t he public hte root. You v!ll han our vholohlarted oupport In brinc-
1~ l~ reco ... ndatlont to that end, and ln A4Tocatlnc tbeae recoz&enda­
t lono In tho Con&re n . 

L, A. Wlen, Dade Millwork & Luaber Co. , Miami, lla. Ve are a amall 
manufacturing concern in a non~defe nte area. OUr bualneat hat been 
hurt cono1dorabl7 b7 tho nrlouo prlor1Heo a nd ~l' the otoppace of 
bulldtnc. We are ou!!oring !rom tho hardoblpo contlncent with an 
all-out do!onoe effort without roaplnc &n7 ot tho pro!lto accrulnc 
to thote ln detente area l . Our taxet have been lncreaeed. OUr va1• • 
hA•e been lncreated. Our m&ter lalt ~·• «ona up and, 1n ~ny c&aea , 
are unobtainable , and at the tame t1~ vo are undergoing a reduction 
In oaloo, a keener competition and a obarp cut In pro!lto to the point 
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vbere tbe:r co loccor o:do t . 'llo 4o cot complolc ot t booo ac!diUoD&l 
burdono couood b:r tho nocoo oit;r ot a otrocc dot onoo ottort, but Juot 
oo vo voro oppoood to tho capitaliotio pro!itooro in tho laot var, 
ond Juot ao vo have favored all ltciolation to prevent a repetition 
of ouch a condit ion in thit vor . vt are ao otroncl:r oppoood to tho 
power and tho unvi llincnot o to cooperate on tbo port of tho lobor 
pro!ittoro that oxioto todo7. Tbo ottiooro ot tbio firm and ito 
125 omplo:rooo viob to otroncl:r put t homoolvoo on record eo heartily 
in favor ot labor leciolation which vill eliminate tbo pover to 
otri~ dt!onoo induotr:r and vhlob v111 ovo ntuall:r ott o coilinc on 
vacoo, Juot oo o ceillnc beo been oot on proti to, 

Gu;r ll. Bard;r , Tho Ca.non City Daily Record, Conon C1t7. Colorado. 
Vo oro conotontl;r roaindod tbat thoro 1o o obortaco of paper. 1'ho 
public printer io tollinc buoinooo mtn t o conoorTo b:r rotoinlnc 
lttttro end uoo tho blank baclt oido tor oocond obooto. Tot vo oro 
told tbat tbt fodorol Govornaont bao roquioitionod 1,400,000,00C 
tnvtlopoo tor Mn yoar. bor;r nevopapor lalovo tba vaototul proctico 
of tho uvorol Dep.rt.onto in 'llaohincton. 'llaoto boo~to bon boon 
onlorcod to corry the acCUIIIllotiono troa 'lloobincton. 'l'ake your ovn 
Department tor 1notonco. Tour Prtoo Section 1o vor:r prolific vitb 
copy. • • • The,r art extravagant in p&J>er and envelope a. Copy eo•• 
on bleb crado papor, printed in throe coloro. J:nnlopoo are about 
the aot t txplnt1Ye on the market. • • • Tblt return tn't'elope , Preet 
Section ttndo out vith all copy and all moilin&, roquootinc publithero 
to certify that the copy boo 'boon printed, 1o t~onoivo. Not only 
txptnt1Tt an4 unnecettar.y but. preaumptuout . Vewtpapera are not ac­
cuotomtd to turn1ob1nc certiticatoo that tovoro bovo been crontod -­
that !roo publicit:r boo 'boon run. It that voro required for all 
propapndo, novopaporo vould han to put on 110re ohocldt~« clorko and 
tho .. uo vould bo crowded vitb return !ronkod ,.,.u. • • • Loot you 
a:r tbilllc uo un!riondl;r to :rour dotonoo tinoncinc, vill otato tbot vo 
have run oll ~fonoo So:rinco QW.a tatoriol in Dail:r Record, and I have 
purchoood $8,000 ot the oecurit ioo. 
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Novuober- 7 , 1941. 

TO: liAROLD N. Gi!A VES 

SUBJEC'f: PRlGRESS REPORT FROIL DEFENSE SAVIr;cs STAFF 

SALE OF BONDS 

Actual cash receipts from tho sale o!' Series E, F <Uld G Bonds 

fr<>lll November lot through Novelllber Sth were 844 ,096,000, a decrease or 

5. 6 per Cent OVer' the Sidar period in Octobu. Sales fro11 Octo~r 

lat through October 5th wo.re $46,697,000. Sales from Se !)t.embor 1st 

through September Sth were $48,96),000. 

SALE OF STAM?S 

Solo ot St~s for October-, according to pr-eliminory figures 

were $5,9)5,9)4, an increase or 19.2 per cent over- September, when sales 

wore $4,978,000. Total Stamp sales for s ix ooontho are $24,9)),9)4. 

UP\1.\RI) 1'RDID 

Soles or all aeries or Sonde, as wel. ae Stasps , sb~ a marked 

riae in October over September. Series E Bonds reached their- peal< in Jul y, 

declined i n August and September, but in October turned up sharply, with a 

16.8 per c ent increase over September. Series F And G 8onda shO'Ifed a de-

clinina troncl troml'Ay through Soptollber , but turned up in October, with an 

• 
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(See craph at tacbe<l) , 

SIAM Ol BA1!1S 

Thoo following ahon tbe etatwo ot banka wbiol> ban quallfb<l u 

ieauing agento tor Sari .. E Bonde ao ot October 3lr 

liatiooal bank& 
State Banka 
Mutual aa'f'1nco bank& 

DDlECt M&n. 

El.1cible to QualU:il<l 
QQallty 

5,ll.4 4,662 
9,088 7,119 

548 ~ 

Pereeotage 
Qualltiecl 

9U 
78J 
9~ 

Tba in<luatrl&l ll&il.1ng to <late ehowo or<lera ot $2,802,446J tba 

Or<lero froa aclmawle<lg-ota aeot to new pu.rchaaere, going out 

at the rate ot about 300 a cla,y, •inc• October 20, b&Ye brollgbt 91 or<lera 

-tiog to $1.2,056. 

mgn omg 

Sixteen a<la1nietratora aod cleputi .. part.icipate<l in coaterenoee 

in the Fiel<l Director' • office ao follower 

John L. Fa!w State Acl.1niet.rator 
A. E. Wll<le • • 
Wal tar If, Rutb • • 
0 , R, Fruier o.pu.tr • 
L, II. llaot.aoia • • 
larl La-- • • 
C, Arttw- Cheat baa • • 
Joeepb J . Poi.,... • • 

Plorl<la 
1f7c81ng 
llal7laod .,._ 
Colora<lo 
Plorlda 
Geol'lia 
Xanau 
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J . Georp Bia....., Deputy '""'"' atntor 
he<~ J. llarlin 
W&ll&ce D. Warren 
Edwin G. Robbe 
Will1aa V. R~, Jr. 
Will1aa II. St~h&DII 
Joe~h D. lliot 
Jo Gibloon, Jr. 

• • 
• • 
• 
• 
• 
• • 

• 
• 
• 
• 
• 
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llu7l.and 
lloat&n& ...... 
• • w.xloo 
lortb&m Cali! or. 
Okl&bc.a 
Soutb Carolln& 
T•nne•••• 

~n field repres entative• are now on active duty in t he !ield. 

status of the field or ganization romaina tbe same ao reported 

on Oct.ober )1. 

'I'OLPJ)() DE..''ENSB DE!IJNSTRATial 

Arr:q, Navy, lluine Corps and Cout CUard cooperated with the 

Defense Savings Staff in tho demonstration at Toledo, Navomber 4th. 

l!ore than 400 men marched in t he parade, with equiJDent, and twenty 

Power• modele were nown from New York through arrango1110nta by tt>e 

Press Section. Goodyear blimp carried Defanae SaYings sign arer city 

ell da,y. Local newapap or coverage waa lavilb. 

HOUSE ORGANS 

Chairmanship of & hou.ao...,.guino collllll.tt" oc Defonae 

Savings h&a bloen accepted by Robert Newcomb, coordinator of tha 

National Council ot. Industrial Editor• Aloociationl, which baa a 

Mllberehip of 1,000 editors, representing a total circulation of 

approx1Jiet.•17 1),000,000 readers of cOIII*I)' publicat.iona . He h&e 
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..-ol~~nteerecl hlJ a erviCM to plan end cl1etribut.o •terial tor 

cl1atributi0Cl to Aaaociatioa ~ra, al.ao to 2 ,000 otber bouao orpna 

an adcl1t1onal circulation of about 7 ,000,000. 

IW?IO 

Tho new method deviud to provide botter pl'OIIIOtion en 

de)'t~ network programs has been approved b7 -Jor aponaon, Tile 

plan ol.i.mnates to a great extant the tiv....ancl t en-second announce-

110nta • the new pl'OIIIOtions 1 tbo~~&h lese trequont 1 are longer and ,..re 

convincil'l8 1 due to heightened dramatic content, The sliJIIe plan 

is being applied inmecl1atel.y to evening coi1D8rcial network a howe, 

aa per Fannie Brice's "8&1>7 Snooka• on November 6th, which carried 

eu tull anutea or an entertaininr eldt about •&b)' Snooka• purchaeo 

ot Stupa. 

Reports troJil stations ahow that 354 had broadcast 1 ,871. 

!ootl>AU announcements up t o November 51 and 294 etatiooa have 

written praising the announcements And &eking tor an increased nUJIIber. 

During October, wben epecial !iva-minute interviewe wero 

broadcut , urging the r egular, continuocl and repeated bu7ing o! Bonde, 
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order• oa the regular purclulae plan increaeed 300 per -', 

Two hundred atatione bro&clcut thoee announco .. nts a total ot 

1 ,103 timee. 

Forty-eight loacling dance orcheatras have s ignified 

t heir w1ll11\g.ness to omphaait.o "Nly Bonde Today" and other patriotic 

IIU81C, 

Plans tor tour now long-range activities wore approved 

and put into production - a drawn feature 'lfi.th l.imoricka, a women • s 

page feature , and one on what Defense dollars 'Ifill buy, all tor 

cl&1ly papers ; and a Sunclay cclitorial cartoon , 

A second editorial cortoon drawn especial.lJ' !or the labor 

preae (aae Fitzpatrick cartoon attached, cl1atributod earlier} by 

Rollin Kirby baa been clistributed. I 

l.!any adclitional p~~pera, including the 11asbi.ngton Daily 

NoWII , report use ot l.U.nute l!an emblOJlll in· their col\llllllll. Figuree on 

Ootober sales, released thie weak, were widely printed. Pictureo 

and stoey ot the Secret&l'f and the Philad&lphio Bulletin boy who 
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eold the .U.Uonth sta.p were releued to picture a,ndie&tea liall-

taneoualy with release ot the atory on utenaion ot the Bulletin 

plan nationally. 

V.ore Jll888Zines have signified their intention to cooperate, 

among them Popular Seience, "o'looc!men of the lforld, The Churchman, 

Click, and Public Service l!agazine . 
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Knaber 7, 1~1 

MJ dear MJ', HOOTei'J 

fhh will aokaowleclge reoeipt 

of JOUI' letter of BoT .. bep ,tb, I 

appredate h&Tiag tbe Wo..-t1n lt 

CODtducl, 

Jour1 liDcerelJ, 

'''r I) L .. ,... .... Iii 

J&p, J, ~I' iloOTel', 
FecleP&l Bir••• ot laTeetlcatloa, 
Departaeat ot Jutlce, 
laekia&toa, D. C. 
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November 4 , 1941 

The Honor able 

PSR:;QHAL l.llD CONFIOE/lTIAL 
BY ~PECIAL UESSENO~:R 

Tho Secretary of t he Treeaury 
r.oenizlgton , o. c. 

ICY deer ICr . Seci"'t.ary: 

As of possible intoreat to you, 1nfonoat1on 
ilea been received troD a reliable, confidential aouree 
thot the DUll of $5 , 000 he.s been credited to the 
account of the Speciel Admin1str&t1on of the Holy See, 
Vatican City, in the l!anca C<>mmercide Itoliann in 
Rome , Italy, the inone:r beina r e coived fr<101 J . P. r.!Organ & Co., 
Inc., Now York, New York. 

Sincel'ely yours, 

~· 
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I NTER.OJri'ICt: CO iolloiUNICATION 

·:r~e following tabl e present • a bree.kdown ot our allver purchas~a by t~ource•. 
:uch purohesoo 4ur1nd Octobe r t ouched & now aonthly leY IInce Sopte~ber, 1939. 

Snurcoa of S11Tor Purohuord U~~or 
the Silver Purcl~&•• Act -- 1241 

.:ountry of Orlrln Jan.-Aug. !!.21· ~· JIUI. -Cct. 

{ln t houaando cr .:ouan) 
.. ev 1-rod.uct l oo Sl lvttr 

A!"6 e.nt1D.a $ 2Sl • $ - - 2El 
C"""Ja 2,103 157 2~ 250? 
hon~urae SS5 95 1:05'1 
... ,. ... 239 1~ 253 
iel'\l 2.601 2;4 17, ~,OJO 
.. ot Jeo i()>At td.• 4 , 299 126 - .425 

to te l l ey Prod. $10.~0S ::; 6}2 ~ j ll., 5lis 

~thor SUvor 
~r.in'i 

,. ... 2S2 j 2&2 
Jr..pan 91S 91S: 
.. exico 175 175 
.'c t )tolg.ated• __2.31 601 

.ot"1 Cther $2.o66 - ! 2,066 

Jr.v.o. !'ot.nl jil2,"Z" ! 632 ~ ;:13.614 

•A lar~e ~t o f t he ·~ot Deal~ted• sll•er 11 belleY~ to r~reeent l znorta ! ron 
.. n.teo . :or comperlaon, tott:l sllT"er 1:porta into t !.e United Ste.tee f ro: t.ex1co 
1:-e :a1Vt'D bolov. according to type ot allver: 

Jan. -Au,:. ~wt . ~ Jan. -Cet . 

(In t~cuo•.r.do of doll.us) 

: ev Production $ 3 .576 $ 174 $ 4o& :1 4.:0.5& 
'th•r (refined) 13 ,912 ~ .l.alll 17 . 565 

l'otlll .;11 , liss $2,116 • 2,117 $21,721 

• 
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TO 

,.., .. 

TREASURY DEPARTMENT 

IN'TEft 01'1'1CK COMMUNICATIO N 

Ferdinand Kuhn, Jr. 

Alan Barth 

OAT& Monmber 7, 1941 

EDITORIAL OPINION 
ON FOREIGN AFFAIRS: 
WAITING FOR THE DEADLINE 

Instrument 

Newspapers throughout the country show a deepening ~wareness 

that the United States is at war. In their discussion of this 

development, there is a marked quality of dignity and restraint, 

a consciousness of responsibility. They are ready to follow the 

leadership of the President. 

With each fresh instance of Nazi hostility in the Atlantic, 

editorial writers have looked to the White Rouse for guidance, 

carefully modulating their comment to eonform.with the tone set 

by Yr. Roosevelt . This pattern of conformity has become increas­

ingly apparent in respect to the latest ainkings of American naval 

vessels. There are dissident elements, of oourse. But the bulk 

of the press is now a tuned instrument, waiting for the President ' s 

use of it to provide popular understanding of any course which he 

chooses to pursue within the broad framework of accepted and 

established national policy. 
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Fundanentala 

The acknowledgment that a state of war exists is general. 

The nev:spapers seem very little concerned •tith its immediate 

causes . It should be reported, indeed, that they r eflect a 

rather sharp impatience with Administration anxiety to prove 

the Nazis guil ty of the firs t overt blow. They consider this 

unimportant . They hope that American destroyers have been 

sinking U-boats steadily and frequently ever since announce­

l!'ent of the "shoot-on- sight" order. 

At the same time, the German effort to catalogue this 

nation as the ag~ressor is dismissed as nonsensical . The 

real aggression is seen in the Nazi ambi t ions for worl d con­

quest and in the threat to American interests end values . 

"Who fired the first shot the t started this inevitable war?" 

The Lynchburg News asks rhet orically . •vno cares except it 

be the ever hopeful propagandists? The responsible nation is 

the nation that first threatened the security of the other." 

The interest of the American press is centered in the Presi­

dent 's observation that , " In the long run, however, all that 

will matter is who f ired the last shot." 
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In the Tiew of The Christian Science ~onitor, "The fact 

ia that the United States could not tolerate Nasi control of 

the Atlantic. And beyond that ia the fact that when Hitleri~ 

started on the road of oppression and aggreeeion, it attacked 

ideals and interests which Americana muet defend." 

Editorial commentators do not seem primarily concerned 

with whether the war be declared or undeclared. The New York 

Times reasons: "The sinking of the deetroyer Reuben James by 

a Nazi submarine near Iceland brushes away the lest possible 

doubt that the United States and Germa01 are now at open war 

in the Atlantic. It is an undeclared war, because our Govern­

ment does not choose to let circumstances force its hand and 

because we intend to remain masters of our own decisions • • 

But the war is none the leas real because , like all the wars 

that Hitler makes , it is accompanied by no formal declaration 

of belligerency. " And The Daily Oklahoman, a paper which baa 

been much more moderately interTentioniat, aaya: "Theoretically, 

our nation ia at peace, but actually it ie at war. It doee not 

matter overmuch whether war shall be declared formally •• • 

The men who died in the bulla of the Kearny and the Reuben Jamea 

are dead. They would be no deader if the President were to 
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reeommena and the Congress to approYe a formal declaration 

of hostilities • •• It is useless now t o review the ways 

in which we have been drawn into the conflict or to discuss 

the way& in which we could have kept out. We are in it to 

the limit and the guns are already flaming. Naught remains 

but to see it through. " 

Unity 

The press as a whole faces thi s condition soberly and 

sadly. But i t shows little disposition to blink at it or to 

shrink from it . The over.1helming desire now seems to be to 

prosecute the war effectively and successfully. 

There continue to be minority elements, to be sure, which 

counsel caution and retreat . The Scr ipps- Howard papers, for 

example , have suddenly remembered that there is danger in the 

Pacific . "How are we going to defend ourselves in the Pacific ," 

they demand , "if Hitler pushes his Axis partner into war with 

us? Vie co no t have a two-ocean Navy. "!e do not have enough 

ships and planes to guard Encl and and her waters on one side 

of the world, and British Singapore on the other side of the 

r.orld, and defend ourselves from .Tapanese attack with the 

leftovers -- much less arm Britain, Russia , China, Latin America 

and others at the same time. If Congress faces that fact it 

will not deliberately extend the undeclared shooting war in 

the Atlantic . 
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1galut thh point or 1'liW b ra~~ged a 1lln1 ilialorlt, 
ot coamentatora who inaiat that retreat in the taoe of d&Dger 

baa been the root ot our present problem. ThaT urge abandon­

ment of all the NeutralitT let's prohibitions agalnai forceful 

action in the West. 1nd thaT reason that only inflexible 

firmness can keep the Japanese within bounds in the East. 

There appears to be a ~owerful groundawell in the press 

tor national unitT. It springs from the recent recognition that 

the die baa bean cast and that further debate is Onl1 a fora 

of frustration. True, the appeal for unit7, for acceptance of 

the indelible imprint of what has alreaey ta.lcen place, comes 

mainl7 from the majorit7 whose policT baa prevailed. But, 

judging from the rising popular sentiment for NeutralitT repeal 

recorded b7 the Gallup Poll and from the disintegration of 

isolationist forces in Congress, the. mcvement toward unit, ia 

becoming genuine. 

There is a sense of great events. The countl'1 is perhaps 

onl7 beginning to awaken to their full meaning. The preaa, at 

least , baa come to grips with reality. Both press and public 
expect, and will answer, the challenge of an unmistakable call 

to arms. 
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TREASURY DEPARTMENT 

INTEit OI"'''Ca COMMUNICATION 

oAn Bovelllber 7, 1941 

To SecretU7 Jlorgenthau 

"'o" llr • Wh1 te 

Subjects Exports to Rueda, China, Burma, Japan, France and other 
blocked countries, aa reported to the Treaaury Department 
during the week ezlding Bovember 1 , 1941. 

1. Exports to Ruaa1a 

Exports to Rueaia ae reported to the Treuury during the 
week ending November 1 , 1941 amounted to about $4, 500, 000 u co•· 
pared with $5, 600, 000 during the previous week . Jl1l1t&r7 tanka, 
actor trucka md chueh and landp1anea were the princip~ i teaa . 
(See Appendix C.) · 

2, Exports to China and Bur-

Exports to Free China reported during the week under review 
amounted to over $4, 700, 000, the s econd largest 1'igure 1'or any 
alngle week since July 28, 1941. The principal i t em wu machine 
and heavy•ordnance guns and oa.rriagee . 

Exports to Occupied China &lao increued aa compared with the 
prev1oua week, the reepective 1'1gurea being $438, 000 and $269 , 000. 
(See Appendices D and E . ) Exports to Burma were valued at only 
$58,000. (See Appendix F . ) 

3. Exports to Japan 

Exports to Japan during the week under review were negligi ble, 
but included aong tbe exports to Occupied China were coDIIIIOditiea 
which the Japanese need , such as paper and aauutacturea . 

4. Exports to Prance 

Exports to Prance during the week ending November 1, 1941 
amounted to only $2,000 of mich all went to the occupied t erritory. 

S. Exporta to other blocked countries 

Exports to other blocked countr1ea are given in Appendix A. 
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Appencl1x A. 268 

swan c. 1llllDD ftA!I8 
JXUStliJ LkRLi !0 smiDftZ) COUIImlll 
M ililRit1iD to m1 ••war mPaRbii&J 

PWil IIJICit! mcu&AnCIIII IIICKIVIIJ 
OORIIIO 'fill PIIIICID IlllllCA!JI) J/ 
~ 28 te • ......,. 1, 1941 

(Ia ............ of ci.U..) 

~28 .. I'MireDMcl ...... ..... ToU.l 
Og\e 11 ?st&·r a, ..... , 1 p pt.it ,.,. 

U. s. S. R. 1:31,144 . '·~ • 4,..a4 • 41,251 

Ocalpied Cbiaa 8,'7811 396 C6 9,6ao 

FNe Cbina u ,sso 2(,9 4..392 16,211 

J..- a/ 1 ,864 - ~ 1,164 

lWu 'Ji ),442 403 ,. ,,90) 
rr-. v 6 j/ 2 6 

rr..rr- ·4 - .4 

Sptlill 1,'5'11 81 ~ 1,~ 

9oiherlaal ),so:) ' 4? '·"' 
Stoed& 6,781 108 1 6,890 

l'ret~eh Iodochina 25) so • )Q) 

1'ro1RJ7 DepuWe~ot, D1't'Uioll ot »-t.az7 l!aM&rch 1-r 5,1941 

l/llao:t ot the upon clecl.ant1- an reon....S with a lac of Mftl'al ~ _. _... 

'l'beretore t.111a oc.pilau ... d- 110t acollr.W}J' repreHDt the aowal UiJMDw ot 

a particular -"· 'lbe lollpr the period -r..s the o:UMr will theM ~· 
c- to Depari!Mnt of c-oa redaed ~·· 

21 ""lT 28 - JqQat :t3 • 1941 - uporte tllereatter laaa ~ tsoo. All t.bia .. ~ 
anal - ~ pr1.,.. te frMII1llr orc~en. 

ll Frca S.pt-.er 11, 1941 w claw - 1\ 1a pre r a that a 1ar,. ~t.ce ot 
aataJ'ial 11at.acl ~>ere • ccaai..,..t to 1111raa, 1a cS.aUIIacl tor hw Cb1zla. 

~ lJ>clndea both ocCQP!.ed .... J'I'M rr- t.broQ&h wet ~ Oqwt>er 4, 1941. 

j/ la•• t.baa tsoo. 

-• 
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Appendi.x B 0) 

~ 
Bxporta troa the u. S. to Cbin&, ~b Japan and U.S.S. R. aa reported to the 

Treasur:r Department, JU.l:y 2 , 1941 - November l, 1941 
( 'l'houaanda ot: Doll are) !/ 

Ex2orta to China 
!ill!. To Japaneae To Chineee Exports Exports Ex porta 

controlled controlled to to to 
2orte 2orta Burma ~L Je2an u.s.s.R. 

JU.l:y 28 - .tug. 2 
93& 

542 395 1 , 657 4.523 
.Aug. 4 - Aug. 9 2,79 2,714 l~ 5~1 
Aug. ll - .tug. 16 1,27 9 9 309 9 6 
Aug. 18 - Aug . 23 1,352 1,350 2 6 2,735 
.Aug. 25 - .tug. 30 A36 p5 l 1,023 
Sept. 2 - Sept. 6 

3.0~ ~ 93 204 4 ,280 
Sept. 8 - Sept. 13 75l 2 , 281 ~ 5 , 217 
Sept.l5 - Sept. 20 3 .~~ y 15 3 , 822 y 

~ 
752 

Sept.22 - Sept. 27 3~ 110 2,333 
Sept. 29 - Oct. 4 ~ :~4 

1 , 225 ~3 
Oct. 6 - Oct. ll 5t2 5 . 312 1 , 157 6, ~ 
Oot. 13 - Oct. 18 2z2 2 1 5 4~i 

1,9. 
Oct. 20 - Oot . 25 6 8 __m 269 ~ Oct. 27 - NoT. l 5 ,210 4 . 772 ~ 

Total 28,791 10,084 18,707 2,786 1,864 41 . 599 

!J 'l'heee figurea are in part taken from cop1ea of ah1pp1ng mmiteeta. 

Y Figure a for exports to Free China during tbe ae weeks include export a to Rangoon which are 
preauaed to be destined for Free China. 

}/ It 1a preaumed that a large percentage of exports to Burma are destined for Free China. 

Treasury Department, b!v!a!on ot Uonetar:y Reaearch llovember 7, 1941 
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.A.ppe n41x 0 

Pr1no1pal Export. troa u.e. ~ u.e.e.ft., •• 
reported to the !rea.ar:r :Depart•nt during the 

week ending loTeaber l, 19~1 

TOTAL EXPORTS 

Pr1no1pal Iteae: 
1Ul1t&r7 tanb 

(!houeande of 4ollar1) 

llo~r tNoke and cla8111 
lAAdplAn .. , powered 
B&rbedwlre 
Rellet .appl1e1 - wrg1cal and boepUal 
AY1&t10D gaeollne 
Gun parte 
llet&ll1o oartr1dgal 
Bran and bronze plate• and 1heet1 
ll&ob1ne and be&T7 ordnance gun1, 

oarrlage1 and parte 
Auto r1plaoea nt parte 
SOle leather 

• 4,~4 
l,J85 
1, 152 

951 
lJJ 
128 
lOll 

114 
SJ 
71 

61 
55 
JJ 

Treaeur7 bepartaent, :DiTiliOn or ionetar:r Ai•earob loT. 7. 19~1. 
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Pl'1ao1pa1 ezpor•• fro a IJ. 1. '- rroo Clhlu, aa 
roporie4 to - troa•l'f -.,.rtaoat tanac tllo "* oa&1ac llenaMr 1, 1,..1 

(ftloaaaa4a ot .. 1lara) 

to!AL EU0!\!8 to nu ann 
Pr1ao1pa1 Itoaac 

Maohlaa &114 •·~ or411aaoo puao &114 
oarr1apa 

ll:ploi1Yo •no aa4 PI'D JooUloa 
0o' •• lll&ab" 
llotor '1'\Wilto, llaaMo aal ~ala 
101oa•1t1o aa4 protoaa1oaa1 1aa•ra .. ata, 

IIPP&raha .&Jill aapplloa 
JXp1oa1Yoa, f1rwworka, aal ..... 1,1oa 
.. t1ae4 ooppor 
lwl )I&J'h 
Otbor roa4 •eh1M1'7 aa4 par•• 
Jla41o •raaaaltUac .. ,., tulloo &Ill par•• 
!oloph•• oqdJIMa' aa4 parte 
Otbor pr1ato4 ••••r 

192 
lU 
176 
176 

~n 
1J5 

!roa•rr Dopartiea\, lbioioa ot liu\irr lluoareh loY. /, 1941. 
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Pr1ae1pal. K:lporb troa 1 . 1 . '«< O.nple& CDLlna, 
•• rapor\M w - !M&•I'1 .. partaod &vac 

~ week oe&aa •nollltor 1. 1,_1 

( !houaa4o of "-1laro) 

'I'O'UL PPOII1'15 '1'0 OOOUPID OBIU .. , 

Pr1Do:1pal I\•oc 
!ebaooo aa4 aallfaoWI'oo U 
Papor ao4 aa11faoWI'oo 52 
lle41o1aal &114 pt~aN&ooauoal proparauoao

2 

Jli 
Graiao alii. proparaUoq ~~~ 
PNJ.h a114 pro,..,..u ... 
Loa11lor U 
Jla11'1 pro411o\o 17 
111ooo1la1l•u off1oo •PP11•• 15 
Goal , ... .,........ 13 
Kl oo,r1oal •oh1JierJ aM. IIPJ&r&Wo ll 
Iroa oa4 o\oe1 adTaaoo4 -111'ao•aro• 10 

trtia•l'1 lijir&oat, llnoioa of 10aotii7 Moo&rii ln. t, 1941 
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jppou.U r 

Pr1ao1pa1 ~rte troa U.l. to lura&, •• ropor~ 
to t!w !roa•l'7 )Oparaoat 4111'111& ~ wook oaUq 

•••oabor 1, 19~1 

( !bo11eaad1 ot tollare) 

TOTAL UPOR't8 

Pr1u1pa1 It•o: 
Iroa ....,_ etoo1 platoe 
Iadllltr1a1 •ahlaol'7 
o~r 1roa aa4 etool -.raot11r0o 
'flro aa4 -.raoturoo 
!Q'bllla r prod11oto &Jill tn t1q1 

freaarr Bijirtiint, Di.,.iaioa of ••iii'J &ee&rib loY. 7, 1941. 
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).'I / '/ ~4 
CopY of letter f rom 8, ll!lpo Cltx , !lov~aber 7 , 1941 

Af~er !Iavin;; sent OU!' l ust letter, the apers published 
·n~ 3u:·,,·! s!n., ne,.s tha t L! r. Josephus Dnni&ls , Uni ted States A:lba ssador 

~ cxic~ f ot 6 . most nine years, had res i gnod f roo his post on account 
oJr 11u:.lth of J.lrs . Daniels, ancJ U.at !Jr. Hoos cv;,lt had acce:Jted 
.· .. Jt"nu~i.m . The exchan;;e ot co t·~·.siiondenc ij bet .. e sn the Pres1Jcn t 

''" ''· Junt..ls .•:l i dely publish ed . Thu r.:act1on in official ll exicnn 
1. s""'~s ~o huVd b een one of regro~, 11s ro a tions b e t ween them 
·~ . .Jil-n 1 el~ •.ot·e ah.n;ts c,ui ~oe c:orcliul, evun in critical t imes, 

_ :. u, .:.~n t ~"1 that tney aro l o s lnc ;J ~;oo fr1 t·nd . !he Al:ler i can 
; - ·"• . Lc<! lVtill th" a:uu.o.mceuent ~ "thur co..>l) c.nt. lth :1 '- i :' o~ 
! ,4 ... ~ i.\. ttn .:e . 

~ . o~nlels returned to Mexico by air ~or :h~ pur?Os e of cl~an­
_q· "~ ~-n..: illo oattcrs and for bidding f urewell to the • e si~cnt of 
e .. . .-, ~·.e Sec:-utur)' or ?o:-etgn Rel ations and t o his o ther fri ends tn 

t., Clv":n:1uu; to other 01plo::>ats, 11s •ell as to hi s persona l f riends . 
( . -'-'niuls h t~o oeen t.h.a >;ean of the Oipl O::>!. tlc Corps. ) 

So:ae f n:-ewell banquets !Uld parties a rc a •Jiouncea to ta:.e 
_ ,.~ 1a ~~ 1~ed1nt.~ future , as Yr . Oaniols ' def ' n1 te dep~rture is 

Wl .:aa !'or next ,,,eek . 

lhere i s , of course, speculati on as to his successor, and 
" . n, .t ~ th.,r na:nt~s , that of ~!r . J ames Farley has been men tioned. 

inis r~gpation ~as the outs t and ing event of the peri od 
_,..;.~ •.vltsl. , a~ o ther•·lse u·.ings have been pretty quiet here . 

The pu;, ll ; attention lu .. eps focused on ~u delay tn the sign­
~ ...... r t.:-&, YexicJ.n Atller ican agree:~ent , on :.hich no head .. ay se~s to 
~-··· ()·.er. !l&ae . I ~ ts no• saia that. Lie . Suarez .. 111 "eturn to :!exico 
.•. • , "wr pose of r cpot t tng to the Pres1a en t on the r esults or the 
,:htn~tun ne~ot1~tions prior t o signing any agree:~cnt, which would 
:~.1c.~. thj l the r e a:-e still so::>u obstacl es ~o be overco::>e. I t i s 
· · -~ :--.).cd that Jl:-cct negot1~o t1ons b eu .een the llexica.n Govern::.en t 
•"· · .. , '"' :-o, r i a told v il Companies a.:-e to be r enewed h er " tn llexico 
::1 r .. nu~· !'uture. I t has been oentionod th ~ ~ a c;>nte:>ple.ted trip 

·· inthro,> .;ld r1cn , P r esi..l~:n t of the Chase )lat1onal Bank to :.lexi co 
:••- --~.tn ln0 to J..> 1th tho:;., negotlutions. But a ll of these re ports 
~ ' ••• .,d ) 0 r U.'l!ors , an:l notbinc defini t u ls 1'.no11n . '!h e C.werru:amt 
!',d1 r..o$ b ~en si l «n t on the suhj ec t . 

?olltically the re bas b«an nothing of interest or ~o~th 
'·"n~lonlng , ~ xc c;> t tng , perhaps , the rti!Do r that Uexico •s Ace 
~oOJe~ , Lie . Lomba rdo Toledano, i s pr~oar1n& to l eave the country , 
sounds a~os t t oo ~ood to b " true. 

f'No the labor fi<tld there are no ne1 s either, but th i s may 
o~ .. nt, . hen Lie . Garc~a 'i' .. lle<. retur ns f r o!ll lie" Yor~, now tha t the 
:r. " . t l onal Labo r Conb~• ss has cor.~luu .. d . I n so:~e industries the 

· :,n se,:ls ID b e ge ttiD6 t e.'ls<: on accoun t o·· sho r tage of raw 
' c -~•• , and t .. is will not icp:-;>v~ the labor si tuation. So:1e r ·.c t or i ea 
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- 2-

point where they will have to cloae do•n. GoverD-
1!11prove condi tions don ' t seem to bave achieved.aucb . 

Thu exchange hes continued ~1thout variation. 

a:![ v OC!ltx!UI 
Jo, mnsq,O '('UJ8{mT 

INlf ~ 1 VOt1 
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,UAII QUOTif 

ttri:IIIIIHC:I HO'-----

BRITISH AIR COMMISSION 
1788 MA88ACHU8cn. AV&NUa 

WASHINGTON. D. C. 

•·itb the eomv..Wen 1.11 o: Br 1tbo Air C<>=l.ssion, 
W'ho e'-.cl ose :str.&teaent Uo . S, co•Jet·~ s ircra.ft 
ship?&Q, tor t.ee.f! endina r.ovGoer 1., 1941 

The Bon. Henry . .tor~ellti'Uu, J r . 
Seerot.~ry oi' t111e Troc.:: .J"/ 
;.ashin..; ton, D. C. 

Noveaber 7, 1~4l 

276 

• 

' 
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STATE1.!ENT NO I 5'. 

AIRCRAFT DESPATCHED FROM THE UNITED STATES 
\'lEEK ENJ)EO NOVEMBER 4, 1941. 

TYPE DESTINATION ASSEllBLY POINT BY SEA BY AIR FLIGHT DELIVERED 
FOR USE IN 

II 

l~us tang 

TOTAL 

Canada 

U. K. 
U, K, 

U, K, 
U. K. 

Uidd1e Eas t Port Sudan 
Canada 

31 

U, K, U, K, 6 
!.Iiddle East Port Sudan 8 

!.Iiddle East Port Sudan ; 

Canada 
Middle East Port Sudan 
u. K. U. K. 

4 
10 

64 

British Air Commission, 
llove'llber 7 , 1941, 

19 

4 

8 

; 27 

-
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,._ .. -. .... -­......... 

TREASURY DEPARTMENT 

UNITED STATU COAtT OUAAD 

WASHINGlOH 

~,_ -....., 11""-
~ ' t " 

Spa~ent, Sr.anf:hai, Chinn. 
Sccrctt'l..ry o~ the Trc3.S\lr'J . 

7 ~ 1ove:r.ber, l941 
~ (5 :02 a.~. 1. ~. 1'. ) 

The latest rc;>ort. ..,..,., :':l."l- 'r.oriclln io t.'13t t!te 

" . ... 1:\U'P has ur;:'ently r equected thct : ec::r.o to 0'1\m"''.d.~ 

,_.. f'l vin · to t:!'"JWl~1c1ng , returnin1 to 11on ;'ton" on th') ni ~t 

of th~ tenth , 

# l 

oroi vod .-as!linrrton 
ovcnbor 7, l'-4l 
l5 : ~ p. ~. E. r . ~. ) 

....... ,, 

-f'"',... 

278 
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Stcrtblry of StatE, 

Wasbir.gton. 

ORA'/ 

Hong Kong via N. R, 

Dated Novcmbtr 7 , 1941 

Rto 1d 4 : 49 a ,m. 

479 1 Novon~Er 7, 1 p .~. 

FOR TREASURY r'RC!i OOCERAN: 

Upon urgtnt invitation or loiiniettr or FinancE 

Kung, I am procttdl..ng to Chungking toni ght 7th and 

returning to Hong Kong •,onday night lOth, On 12 th 

I ltavt tor San Francisco on clipper which has bEEn 

poatpontd from lOth, 

SOU'llli.PJ> 

PEG 
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... $ ' · ,,_ 

IU1 1W-- .... * MIM .. ..-.. .. lfc '• n J' •, ,._, 

"JIW If J I,_ ... II.IWr f/1 ... ··-ldr$o ---- 1111'- lft 

._ W.wt .... &• •••wa& I . a, IUU.._ 6 7 5 J, a...,_, ..... 
M k 2 ... =• IS 'W fW Ia .. 6 1 1 fo 0 J' 5, IW ,_ 

W••"• 1 . a. IUU.._ • 1 a u u a18e" 2 .., =• a 'w 

&alwr.-t .... ._ 7 a u. • ... . .__._.... ... _. 

-'IErNh:H ¢'1..._ ............ . 
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T 

7 !lot>er::1>6r, 1941. 
(7:v0 a.~. G.C.T.) 

$p&tent, Shanghai, China. 
Secre~ary o£ tho Treaour7. 

I~ ~ .... been reported b;y our Sban!l)lai ltlll"kot contact t hat a 

new 'butlnea, i .e, cotton baa S!>l"'lDi: QP between Bradl , Pe1'\l, aei Japan 

!or ftieh }4.-y:en\a a.r-8 baaed. o·n tome fona ot cleari n .. in W.leh freed~ 

re~ulstlono are probably 1neffeet1Ye, Bra:il~au cotton is •till bein& 

aold Md oh1p~ t o Japan by Japaz:eoe otl&llere and f or thh type of 

Specie Bf,llk, iic De Janeiro , :Sruil, .o\o for the Peruvian cotton part 

of thte \lualt:U!Ia• . it i a ~ne U7 elee.rlug ye - aol&a , and the relilBi nder 

lo eo111eho• ~rked throup :Brazilten milreh, Thut it appear a that tllflre 

11 aoae tr1~le cltarl~ going on betT.een t~~ three countrl~a. It se~o 

thnt in :he :Banoo It.&liano, Lima, there h ,.,. hundred thouO&Dd li. S. 

dollaro available, Xt tbe Jap,.r.eac Oonr,.,ent, for ooooe une;;q.la!cod 

roeaon , bat ruled that thlo .u.c of •oney h not available for Peru• lan 

!re1~t -.pace by Japanese stew=tra f or ?eruYl~ cotton t~ ;apen, pro-

~!dod pa...,ent io taken by tbo ohlp~ro 1n yen in Rio De Janeiro, Bru1l. 

;;e 1\l"• intcra:ed that l!e .. rs. Anderson , Clayton, and Coo;pnny, and the 

ZX!JOr t adora Peruant~ , beth of Lima, Peru, recently acld ~o J.leoera C. Iton, 

and CciC\)M:f, nnd l!ea~ro • .o~.s():OBlJSSAl:0:3'I ~llA , both or Oaaka, e tot&l of 

aixthoutond and tour thouoani bales reo) fCt1vtl:Y on t be above b~o1s. 
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a1lreh, & 1oh <Nl>oeqa.e11\ l7 - 'be \ rulltvrld wHbou\ cl1ttl C1ll.t 7 \o 

PeruYiu 10111, !rho ootto11 parohlald 'b7 Jqu c>ODaleh ot "'-' u 4 

Pia nrl1U11, 'both oul.t a'b1e ao ..,'boU\uho tor IQpU,u ud bi&l> gra41 

Cal1fol'lllu, Some Japa~~eoe b\1711'• are lnoleUDC the\ ooa..,rol&l iiiYolo .. 

tor Pol'\lrtu oot\o11 'be dra1111 up at contract forlce p1uo frol~t. that h 

aa4o 0'11\ tralpt ~l• at 4eoUD&UoD, ID thle ~. 'b&l.o.nAo ill 

for e1CD curreDC7 O&D 'be gra<lualq 'bv.llt up &'broad. Sblpclllt io &!footed 

as soon as treicl>\ apa.co 11 aY&ilo'ble 'b;; Jqu .. e ot-oro direct froa 

Pel'\l to J .. pan, &D4 ~ent 1a onl.7 attec t ld after ahlpceD\, !l!he 

Xa•eakl St-ahlp Line h oporaUn& froa Pol'\l to Japan and 'between 

now aod the end ot the 7ear auoh Yllllh ao the .UUWA. w.nu, Tmt~JU& 

!.W!U, Gild ALP!lA1!1J'1'0 IW!U, will 'bo 11tt1DC cotton in Peru<rian porto for 

P.eooiYid laoblncton 
7a45 •·• · i,s.~. 
lO liOYIII'bor, 1941 

(SlCDOI) IIICBOL3011. 
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Stcrctnry of Stotc, 

l•o shington. 

4761 l!ovcmbcr 7 1 10 e. , m, 

PLAIN 

Hong KOng via N, R. 

DatEd Novembe r 7 , 1941 

Rto 1 d 5:45a .m., l Oth 

roR TR<:ASURY PIDH FOX A:ID COCHRANE . 

"Special issue of ilong KOng GovErnment GAZETT~ 

doted NovembEr 6 appeared lost night announcing 

following ordtr3 nurhcrs 1~04 , 5 , 6 1 7 and 8 of 

Colonial Srorrt~ry•s Department . 

' tfo . 1404: In Exercise of the powErs conf~rrrd 

by the EmergEncy PowEr s (defense) Acts , 1939 and 1940, 

oa applied to this colony by the Emergency Powers (col­

onioi defense) Orde r 1n Council , 19~9 , ond the Emer­

gency Powers ( co1on1a.l defense) (o.m£ndm.l:nt) Ordocr 1n 

Council , 1940, Eis ~xcc11cnoy the Governor furthEr 

amcnds thE defense (finonce) regulotions , 1940, pub­

lished united stotEs covrrnmcnt notification 328 1n 

the GAZ~TTE of 214, M~rch 1940, as subsequEntly amEndtd, 

ns fo11ows-cmEndm£nt . Th£ followi ng rrgu1ntion is 

inserted 1mmc~intEly e.ftcr regulation 2A, as enactEd 

by Govcrnccnt notifiention 89~ published 1n the 

GAZETTE extraordinary of 26th July, 1941--26- -( onc) 

sullj cot to any u:&mptions for which provision nay be 

mad£ 

• 
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- 2· 476, Nonmbtr 7 , 1941, 10 o..a. troll JiOil8 lto118 rta it .. 

madt by ordtr ot th£ oovcrnor, no person shell, 

whtthtr on his own bthalf or for, or on bthclf 

of or jointly with, any othcr pErson, rxcEpt 

Wldtr th£ authority of o. writtcn pcrmit granted 

by or on behalf of th£ Oovtrnor--(A) by any oct 

Which dirEctly or indirEctly conatitutca, forma 

part of , ltoda too~ nssista o.ny EXcho.ngt trana­

o.ct1on invol.ving Chim: se no.tional currency, whtthtr 

auch tro.nao.ct1on bt cor.ducttd in this colony or not , 

unl£88 thE trcns~ction 1~ conducted with or through 

o. dto.ltr o.uthorizEd, or a bank rtgiaterrd, undtr 

r cgulc.t1on on: {B) own, or hL•vt in his posstssion, 

custody or control , whatr.ver in this colony or tlse­

whtrt, except in Chinn, ony Chincac nntiontll currcncy 

notu unless ht "'s: (I) betorc tht 14th day ot Nov­

ember 1941; or {II) at ony tL~ betorc tht notEs cam£ 

into hi a OIIDtrs!llp, custody or control;· end {III) 

thtreatttr , on thE pr~scribcd natE ot sam£ month, dt ­

clartd tht wholE ~ount of the notes 1n such mnnn<r 

and to such posstssion (htrt1noftcr.col.ltd tht regis­

try officer) cs thE GovE~nor rnoy prescribE : provi ded 

that o pEraon sho.ll not be required so to declarE 

auOh notes if--(I) his total. hol.dings or such notEs 

docs not excctd in valut CN5000; or (II) hE ho.a a 

bona fide 
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- 3- 476 , !lovctr.:;>cr 7 , 1941 , 10 c. .m. from Hong ~<ong vic. N. !t. 

bona fide ~us1nr.3s or is a partner or manager or 

a bono fide business established before the 6th 

day of llovcmbcr 1941 , in this colony, o.nd his total 

hol '!ing, though EXCttdir.g Cll5000, dots not EXCEEd 

C0<30000 end is necessary for the purpose of that 

business . 

Tht rEgistration o~ficer shall issue to tht 

declorcnt , o:- to en:;- ptr~on who applies to him for 

perm1s3ion to hold Chinrsc nr.tioncl currency notEs, 

o certificate specifying the totr.l n~~unt of such 

notes w:dch t~c declarant or such person 1• permitted 

to hold, o.nd the certificate sho.ll nlso specify tht 

limits r1ithin wnich thE hc.ldit\g may be varitd. 

It shall be an offcns r. to o•:n , or hove possession, 

custody or control of, LD3 C~ntst notional currency 

notes, "heth£r in tl:is cnlon:r or elsewh: rc , except in 

Chino , in breach of any s uch pc r~asion; (C) ~port 

to or export from this colony :.ny Chinr s;; notionol 

currenc;r no tE s or do a ny net 11hich directly or in­

directly constitut es or lEads to any c.l tr.rotion i n 

the onount, situation, owntrship, cuatod:,r or control 

Of c.ny Chint:l£ no.tionlll currency notes whatever tllld 

wht rtver situated, outside Chino, unless in the case 

only or a person of C~~nese roc£ the effect of the 

a l tera ticn 

• 
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.... ,"1'6 , November 71 1961, 10 a ,m, tro• !long !tong via II oR o 

alteration 1s llltrely to inorcaec or d1m1niah hh 

hoarding wi thin t hE limi ts specifiEd 1n a ocrti ti­

catt i saucd to him undEr sub-paragraph (6) , or unltsa 

such person 1s not requirEd to registEr his holdings 

under that sub-paragraph, 

(2) Fnr thE purposEs or thi s regulation, an e~ 

change transaction involving Ch1nuc national cur­

reno,- includes and extends to an)' transaction b7 which 

&nJ note issued by a bank, &nJ bill or exchange, prom­

issory note , ?epoait receipt or entr7 1n an,. account 

book, such note , bill~ rcctipt or tntry bring cxprcssed 

1n terms of Chinese· national currcncy, is dtalt with 

i n such a way that it involvEs directly or indirectly, 

any change in tb£ ownership, title, cuatod7 or situa­

tion of or lien on any other currenCJ whErever situated, 

or an,- change 1n any entry 1n an account book whErever 

ai t._ua ted kept 1n any othEr currtnc)', or an,- change .... 
1n any proptrt,. whatever within this colony, 

(3) The provi si ons of these regulations shall 

bavt effect notwithstanding any provision 1n any other 

of thea£ r egulations, 

<•> Nothing 1n this regulation shall operate to 

prevent &nJ transaction or class ot transaction tor the 

tim£ bt1ng agrECd upon betwccn tbc Oovtl'DIII£nt ot Hong Kong 

and the 
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-5- 476, Novulbtr 7, 19411 10 n . m •. from Hons Kong via If •. R. 

and thr Stabilization Board or China. 

No~ 1305: In cxcrcist of tht powers conferrtd 

by regulation 2 of tht dtftnst (finanot) rtgula t ions , 

1940, and al l othEr powcrs enabling him 1n that bt- · 

half, His Excclltncy the Governor htrtby amends tht 

order publishtd as Govtrnm£nt notifi cation 7$9 in 

th£ GAZETTE of Bth September, 1939 , and appear1D8 

on page 208 of tht volume of Hong Kong War Emergency 

Legislation, by tht addition of the following provi­

sion--! providtd that tht appropriatE officer may 

neverthtltss stize and dttain any such notcs in the 

possession of a traveler 1f the offictr has rtason-

ablt grounds for susprcting thllt notes art bring brou_ght 

into or taken out of this colony in oontcntion of any 

provision of the dtftnse (finance) regulations, 19401 

or of any order made tlu:rtundtr; and in that cast the 

officer shall, unless the notes art rcleascd, forth·· 

with take the travcltr and the notes btfort a magistrate, 

and on conviction of tht traveler before the magistrate , 

of such offensE undtr the deftnst (finance) regulations , 

1940, all tht provisions of regulation 2 of thost 

regulations shall apply in rtsprct of tht notes. 

No • 1306: It is notified undtr t ht defense (fi­

nance) r Egulations , 1940, t hat the following banks art 

those at 

Regraded Unclassified



289 

those at presEn t author i zEd undtr r tgulation l (l) 

by thE GovErnor to dtal 1n t~rtign ourrtnoy undEr 

th£ conditi ons applicablE to author i st banks and that 

all other authori zations previously madt wtre canoclltd 

--Amtr1oan Express Company Limitcd, Bank or Canton 

Limitcd, Bank of China Limited, Bank ot Communication, 

Bank of !ast Asia Limlttd, ChartEred Bank ot India, 

Australia and China, Chase Bank, Hong Kong and ShnnghaJ. 

Bonking Corporation, Mtrcantile Bank of India Limittd, 

National City Bank or Ncw York, NedErlandsob Indiscbt 

Hondels Bank NV 2 , Ncdcrlandschc Handclsmaats Chappij . 

No . lJ07; It is notifi Ed under the dtftnec 

(financc) rEgulations , 1940, at the following banks 

arc thoat at prcscnt authorized under regulations onc 

(ont) by the Govcrnor to dcal in foreign currEncy undcr 

• thE conditions applicablE to licrnscd banks and that 

all oth£r authorizations prcvioualy llllldt art cancElEd 

- - Bnnquc Btlgc pour l ' Extrtmt Orient, Bcnquc dt 1 1 

IndoobjnA, E, D. Sa soon Banking Corporation, OvErsea 

Chine at Banking corporation , K'11nnghi :Provincial BOnk, 

J~nutaoturzrs Bank of Chinn, Provinci al Bcnk of Suki t n , 

Provincinl B~ of Kwengtung, Shanghai Commcroc and 

SnTings Sank, Thomc.s cook and Sons, Ul'ldcrwrittr Bank. 

llo . 1308: It is not il'ied undn the detcnsc 

(fin=ot) 
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- 7- 476, llov£l!lbcr 7 , 19U, 10 a . m. trom Bons !tons vln N. R. 

(t1nanoe) regulations , 1940, that tht following banks 

hove bern registered ~mdcr rEgulA t ions one (on£) ,16) 

ae permitted to sell Chinese ourrtncy nnd to remit 

monty to China subject to the l i mits nnd on the 

oonditions notifi ed to raoh bnnk 1ndividll4lly and 

thAt all previous notitlcnt ions arc onnctltd' (here 

follows a long list or Chinese bnnka) 'Chinn end 

South Sea Bank, Chinn State Bonk, Chu Hain Chen, 

Klnohcns Banking Corporat ion, Sun CompAny Llmltcd, 
• 

Doo Hc'ng Bcnk, Wing Luns , i71ng On CompAny Limited, 

China Trust Company Limited, Cheong Ktt, Choy Kee , 

Poo Hnng , Hnng Scng, Hang Sh1ng Company, Hung Tak, Knn 

Koo.mt Sing Company Cosa Shui Choong, Tni wo Sing 

Room Tnng Tin Pook, Yen Kith Commcrcinl Bonk, Y1ng 

Shun, Tht Lung, YUe To, Lhnn Man Fnt, Kwnn Shlng 

Company Lni Then, L!ny Cheong, Mnu Chcuns, Cheong 

Lee , Pot Cheong, Foo Kce , On Taxi , Tnng Krr , Yan 

YUr , Yu Hnng , Industrial , Wing On Bank Limited, 

Bong KOng and Swatow Co=mtroinl Bank Llmltcd, Sin­

Sunwlng SAng Bank, Shing Sang Bnnk, Man en Bank, Tai 

Lnm Bank, Tuns :to E£ Bonk, snng Tn1 Bank, Ying Twrun 

Bnnk, Kwai Ktt Bnnk, sang Tal Bonk, Ying Tweun Bank, 

Kwni Kte Bnnk, Yav SOng Bnnk, Slip Tni Bank, Snug 

Hnng Bonk, Kwong On Bank'"• 

SOUTHARD 
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Secreter,y of State , 

It ao hi net on. 

478, HoTOmber 7, noon. 

HONG XONG Tla t;,R, 

Dated No.eaber 7, 1941 

Rec'd 12:25 P·"·' loth. 

FOR 'l'lUJISUl\Y i'ROI·! FOX Jl!D COCH!WI. 

Reference our 476, NoftZ!ber 7, 10 a.m. ad 

477, IOOTOcber 7. U a. a. , !long l:ong Exehuji'O 

Control baa prepared under date o! liOYOllber 5 ad 

iaaued the follovliiG btpor tent notice to all bnnko. 

'Thio notice lo not for publicat i on ADd bank• 

are prohibited troD paoolng on tho lnfo,.,..tlon to 

(Ono) llo trN>o&ctlon, directly or lad.lrectl7 

lnTolTlcg Cnlneoe natiowol currency ...y be cnde vlth 

l!r.cao or any ot her place outdde Cbl llll vlthout opec-

1&1 parmlt. 

( Two ) llo tranoectlon, directly or 11111lrtctl7 

lnTolTlng Chineae natlolllll currency ~ be ma.de 

vlthout opocial perait . ueopt throQ&b one of t he 

follovl"<!; bel>ko ln Chin&: .&mer1C611 Exprlll 

COZ!p8IIT, Ba:al< of Ohina, ll&nk of CoDli!Wlicatlono , l!ellk 
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of Cuha, Buk of llu\ Alia, c ... tral liMk of Cbba, 

ObartorM Balik, Chua Bulc, Obotldaac ID4utrlal Buk, 

Chl.lla lluld.JIC CorporaUcm, Da'l'14 8aeooon ani Oollp&IIT 

Ll.al\M, J, D. Saaooon aD4 COI!p&IQ' Lla1\o4, J.D. 

Saaooon Baaklq Cooopaz~T Lla1h4, ,..,..., BIIDlr: of Obba, 

lloac Xoac aD4 ~benghel Balik, IlnohoJIC Bulcbc Cor­

poration, Ko~\llo Balik of ID41a, Koocow !.laro4DT 

Balik, JlaUoDA.l. Ci\J Buk of l!ov York, J:otborlaD4o IzwUoo 

Balik, llotbtrlaD4a 'fra41llc Soelo\7, llaUoDA.l. C-rolal 

o-rc1ol aD4 S"'liqo Balik, n.o..o Cook ani Sou 

(~ro), IJIIdorvrUoro Balik tor tho Jar J:aot. 

(!rhrlo) lll -·~~or ooll Ohl.Aooo 

natloD&l 4ollar tolograph1c \ranotor, or otbor Chlnooo 

natloD&l 4ollar billa of uchaacl ropa7 at tho oftie­

ial. ratoo. !hlo I.Dclud~o al.oo 1n41root uchaacl 

\ranaaoUono ln~loriJI& Chbu e notional. .,..........,7, 

.&ppro'f'l4 ~aT b1Q' aD4 ooll Chlnloo naUoD&l 

4ollor 110too onlJ on tho 'baalo of tho ottlolal. ratoo. 

(Jov.r) Official ratoo tor Chluoo notional. 

curronOJ are 473 •1"& 1169 oolliJIC. Appro1'04 b&DI<o 

obol>14 pq 110...-ppron4 b&DI<o oo•iooion at tho 

292 
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ra\e of OM-oighth of OliO :pen1011t 011 t ......... UOIIO 

wHh thea. llo 'bull: UT 'ba;r Chlllooo aaUoul 4oU... 

tolocre~phle traaafer or ot'bor billa of o:a:~>a~~&e 

othonlae thoD eplut 11pplleoUo111 for oxc'boAco 

~~ppro""4 'by tho Sta'bllhatlo11 :Bou4 ot Ohlaa. 

(J'in) .&ppro ... 4 ballico oro IWih ot thoao 'b8llll:l 

l llt.t ill para.u01ph two ao are rocoplu4 ao llcenao4 

or uthol'lao4 'b....t. 111 ltoDC loDC• 'IIO~IIpprOTo4 ~ 

ora m (Uildorllllo4 aot) allowK to 4oal 41roct with 

Chllla 0114 .,..t (Uildarllllo4) coll4act all t'boir ow 

.... t conr throU&h approTt4 'ballico. 

(Six) llaolkl are aubjoct to tho INIO ruloa aa 

tho public ao recard• ~ort and export of notoa. 

Llalto tor 'b8llll:l in caaoa otbor thoD laport 0114 

azporto of notoo (1.o. hol41nco. altoratloao of 

hoWJI&o) oball after rot;iotraUoa be 4otoraino4 

b7 tba control. 

(SOTOn) The notlct to 'ballico 4ato4 21ot Sept-

•bor 19111 11 -n4o4 •• follow• 

A-(l) %'064--"in Cbiatoo national curreac7 notoo 

oxc"l!t that w1 thdrawal• a.ot oxcot41DC Ohlaooo national 
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4ollaro 1000 -\llq froa _, one ace ..... \ ...,. auowoa•. 

I. (2) 11 deleted. 

:a (1) oocolld liu -\be vord 1 troe1 11 dololod 

11114 \be vbo1e of \be ""''"'"e athr the vord (Chiu). 

(:l:lpl) heiotorod 'bulcll o.re llCt pol'llit\od to 

.eke or faclll tate ~ODh to a ...,,._rooldiJit 1n 

KoJIC Xonc 4o1laro or otor11JIC vlthout pol'llit. 

(liu) :aa..b ohcal.d ropotor tbelr llol4J.Dco 

ot Chlnue ~~&tloll&l. dollar llCleo on the attached 

toru vbich ohould. be f~rvardod ln dupllcote. 

(!en) Conditlono UDder vhlch 11conood b&Dko 

_, operate viU be notlflod to 1111>h bODko ohortl.T, 

aoanvh11o (ao rogardo currlllcioo other tbell Ohlneoe 

utlo....,_ currenc7) liceued b&Dkl ohcal.d conun .... 

to operate ao before.• 
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JOJ. !llllBtiiiT J!IOII :rox Alii> cocmwr. 

•aotoreaoo 476, IOT .. bor 7, 10 a. a . 
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•oec Jt-c na 1. • . 

D&iM IO'I•"Nr 7, 19111 

aeo•t 1a37 P••·l 10\b 

J'oUOwiiiC illtOniAUOD rep!'41Dc \~ UW 1'Ul11 CODCII'IliiiC Chilllll 

uUOil&l Cll.ntGCT 1o PllbllohM tldo aorDiDc ( oera\b) tor 111toraaU on. 

U 11 lnhnclM to ln41oato t~ conor&l ooopo 1n tho """ ruloo 'bv.t 1111.1i 

not bo t&ll:on ao poraUUIIC arq tran...,tlOD torb144on 1n tbo11 ruloo. 

'A· t1Dcllr t~ rul .. DOW pv.l>liohM 1t 11 ln t~ flrot pl&CI ucll 

an oft11111 - ( I ) t o unt.rt&ll:o arq ezobenco t r ... wUon lnYo1rtnc 

Ohinooo naUoul aurrenCT withaut poralt. (II) !o ~ah&lo or ooU 

arq cooto 1n the ao1oDT ecainot Chlnooo natloul curr1n.07 with011t porait. 

( UI ) !l!o bolt, requlro, p.., .,.,, illport or export arq Chln••• uttoul 

curr&nCT aoho withaut ponlt. loti - poralt. loio - pemlt tor .,._ 

port ot uohe to Ch1n& aro at proe ... t CiYOG w1\b00lt rootrloUOD. 

J , Cort&ln ox.pUono aro tha &ll owM tr• ~ &liO'Io ruloo -

(A) Debenp tran.wUon.o 1A Cldu•• n.aUOil&l aurr- aro &ll ond. wi\b 

on.tborloocl, lloonoM or roclotorM bank• wbJoct to t~ ruloe CODTI7M 

to ouch b&Ake. AU ozoh&llp tranwtlone 1nYolY1Ac !1!. clrath ot cohra 

Regraded Unclassified



296 

holdlnc, acquioi tion, p~ out, t.por\lnc or ozportlnc of ChiDooo 

naUo~ curronq notoo io allowed proYU od - (l) o.rq onot1~ holdi~ 

abon 01:30000 in tho caoo of a buoinou or CN50000 111 tho caoo of 1111 

individual 1o rogiotorod within oOYon dar• ot tho dato ot the roculat1on 

and a oert 11'1cato 1o hold conrin& tho per iod of nlidity ct tho holdi~. 

(2) A$J7 porcon ac..,Urinc: or i!lportillt not" cr illcoroaoi~ hio holdin& of 

notoo 1D fUturo f irot obtain a c ortiticato alloving h1a to do oo. !hio 

dooo not appl.T it the liaito or totolo aontionod 1D tho preceding para­

sraph aro not ozcoodod. (3) '"'" liaih agrot1~ on tho eort1t1eato 

montionod 1D paragraph :B (:B) {l) (l) aro not dopotitod from POZ8il"&Ph (c). 

The public obould - ( 1) appl1 to tho bonlco ao roaudo ·~· treno­

actiono. (1) Regiotor with tho EXChange Control and h~ldineo of notoo 

aboYI 0130000 in t ho ••~• ot a buoinooo or ON50000 i n tho caoo of an indi­

Yidual. No r ogiotrat ion ot Chinooo ~atio~ currency other then notoo 

1o nocouarr. (3) .t.ppl.T tor a permit in tho cuo ot any iDdiYidual trano­

acUon (whether acquioition, payi~ out , l.loport or o:q>or t) 1D ChiDooo 

natio~ dollar no\eo e ither ozco~ C1fJOOO in tho caoo ct a buoinooo 

and CJ5000 111 tho caoo ct an indiYidual, or cauoi~ any departure troa 

tho liaito llpl)l.Ting 111 tho e orUticato montionod in paragro:ph ll (B) (l) 

( 2). ( 4) J~ro tho t otal holdi~o of any buoinoll UOUDt to Cll30000 or 

any indiTidual amount to 0150000 .uoh holdingo bocomo 1\lbJoot to rogi­

otration under o (3) abOYo. Tho cortitioato ot regiotration h&o t o bo 

r onowod oyor,r mont h. (5) If tho permit• or oortiticatoo applied tor in 

0 0) or 0 (4) aro rotuood t- no further t ranoactiono ct tho natnro 

... 
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ret~ k wU1 lie all...& .U '-U .. *1ell 11-. ~ toba 

JlMe 1a -NMM wl~ ~ .. nlM wlU ut lie ia'erfer ... wl"'- (ll) 

.u • ceaeral rill• U 1e ,ropo .... \bat J&r&oaa 'ldlo 11an ut tiae to re­

oe1Ye ao\1oa ot \boae ral•• before ~orttac .. , •• la\o ~ ool._, wU1 

l>e c1na ~ GpJortul'J' ot 4epoa1Uac aohe •r\&4 wt\h ~ coon •t 

anA 111tl>eecuat1T IIPJ1TUc tor aa ~n ,.ral\. lUll ~ ,.ral\ wU1 

\aka \be tor. e1\ber - (1~ ot a ,-1\ \o ~on ""ooa41Uoaal1T. (2) 

Of a J&Ni' \o ~n ~~~tliJeo\ to \be U,OeU ot \be aohe la\o a lllooll: ... 

uee ot tll.e1r Olll.ane ~~&Uoul. cn&rl'..,.,. it 1a Jropooe4, :ped.1ac a4Jua-..t 

of ~ aUuaUoa - ( oa• tc) \bat all IQlPl1oaUou• tor upor\ of OhlaeM 

, 
Uoa. (!wo) !bat wltlll.ren.la OhlaeM II&Uoaal 4ollar AOCOWih liT vq ot 

llaall:aotea ao\ aDH4lac anooo aoa\hl.T w111 l>a .Uowe4 wtthollt Jaait. 

11. All ..,ttoau .. tor ,.ralh to 4o ..:t \rauaoUoa otberwtM pro-

1111>1\ ... ehooal4 lie ..U 1a J&r&O& \o tll.e JDbnp Ooa\rel. 

!be local ,...._ ot tbo oo1._, 1e Boac J:omc cn&rl'GC7 11114 -puchaaa 11114 

aalo ot coo4e llbiall are w1 \h1a \be ool._, abou14 lie ..U la Boac Boac 

curr- Jrior ,_...,. 4oairlac to u e Obiaeae uUoaal 4oUar la \be1r 

JOneaaiaa to )illl1"0bue coo4o alloul4 ta all oaaea tin' obaace \heir 

Obiaeae uUoaal 4ollara ia\o Boac J:omc Olll'l'tlll07 \hroup • -• ---

or Wit. 

It 1e aot Filii' to ...teroa ,.,_, la Boac 1:- 4oUara la tU 
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caae of 1a4h1411al \HAHCtlOU aot ozceMillc ~ 1a ftl'U, 

J, (A) »rt ~IUik or _ _, ~r aaehUac 1a waaloa of uq of 

t he recuJ,&Uoae 1acl u4iJ>& "aaloa throucJI O ... toa or 11&0&0 or other plaa .. 

ou.te14e the ooloDT, vUl ceaae to hen e:q author1t7 to operate uaur the 

Aeteue (f1aaooe) reglllaUone. (ll) .lD7 party teldD& part ill waaioa at 

thou recv.l&Uone, 1aclu4ia& "uioa throuch C""t on or 11&010 or other 

plaou ..,.hlAe the colODT, 1a liable t o (oao) pro11cu.Uon ( tvo) banith.­

"'nt procoMillc• · (C) !he public are partlcu.larl7 vaned that 1 t 1a alec 

&D offtue t o aaliat ill &D7 "aalon Jollltl7 vi th &D7 other pareoa or oa 

~ahalt of &D7 other pareon or to coiiAuot &D7 emhaoco traanctlou "ID 

outl14e the colODT AlrocU y or 1n4lrectl7 or to J!!!, vithout reciot ratloa, 

Ohinlle national cu.rreney notee in &DT plaoa ou.teida China. 

(h the pu~llc aro rlllllillAed that it it "" offanoa to 118ka arq PIIT­

oent ou.to14e the •tarllng area 1D any cu.rrencr , 1nclu4lnc Hcnc Xonc dol­

laro, ( "'" ll)' • ._. of booka etrlea be tva en IIane xonc aad a~roa4) ax.­

c~t throuch authorisod ohonllolo. 

11. Tho nw rul11 hon alll introduced ill conjunction vi th the 

1111l1otl')' of lill&llCI at the !iatlonal Oon .... ent of China &Dd t he 

Sta~1lhat1on :Board of China and vill uoitt lD carl')'lnc out the cu.rronq 

pol1ey of tho National OoTol'IIMnt of China." 

SOU'I!IWUl 

D. 
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TREASURY DEPAIItTMIINT 299 

:ONFIDE::NTlAL 

SoU to c-rcial COIICOrDI •72,000 
P\ll'chaaed. tro. C-orcial CODCOJ'Ill • 5,000 

Opea IIAI'Itet ohrli.Dc lieU otaaq at 4,0}-1/2, ac4 thoro nro ac reported. 
tracoaoUoae. 

!bo Caaa41aa 4ollar, which clooed. at a 4he"""t ot 11. laot o.lpt, oaae4 
to a tiaal qutaUoa ot 11-1/Sf, tod.q. 

!ho 1Jracllqac treo pooo a4Y&Cce4 25 poiah (1/41) to roach a nov cvr•t 
Mch ot . 11700. 

In I'IY Torlt, oloolDC quotaUon1 tor the Iorden curronoloo lloted. hllow 
woro ao tollOWII 

jzcontiao pooo (troo) 
Brao111ac •11ro1o (troo) 
Colo.biac pooo 
Noxieac pooo 
Yanoouolan boliYar 
Cuban pooo 

. 2382 
·0505 
· 5775 
. 2070 
.2530 
1/Sf, 4ioc"""t 

thoro voro no P"J'ehoooo or oaloo ot cold. ottocted. b7 uo with toroicn 
eowotrioo tod.q. 

Jo nev cold. ....,...oah wro roported.. 

to. I.oad.on, opct ac4 torvar4 oUYor r..tned. at 2}-1/24, oquhallllt to 
42.671. 

!ho froa0Uf7'0 purchaao pr1co tor toro1cn ollyor vao uacb•nce4 at 351· 
Ra~~q ac4 Banaan'l 10tt1•ont prico tor tcrt1cn oUYor vao aloo unchuced. at 3~3~· 

WI M4e ao purchaaoo ot allnr tod.q. 
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MILI'I'.lRT llnl.LIG!!ICE DIVISIOI 
liAR DEP.&l!'I'MDT 

Ya1hington , Novenber 7, 1941 

'I'D'r.UIVI LBSSOI!S l!tJLISJ'UI 
Nr, 170 
MID 461 

Tho information contained in tbi1 1erie1 of bulletin• 
will be ro•tricted to items from official •ourcoo vhich are 
reaaonablf confirmed. Tho leaeon1 noceaear1ly are tentative 
and in no aenao mature atudtea. 

This doCUJ:>ent h being ei•en an epprond diatributlon, 
and no addi tlonal copies are aYailal>lo in tho lUll taq Intel­
licence Dbhion. For proYialon1 CO""rainc ito reproduction, 
1ee Letter 'I'J.G 350.05 (9-19-40) ~:8-K. 

KISCELI.AI!EOUS IIOTES 0!1 GER!W! IliJ'.&!ITRY 
DIVISION 

'l'bio bulletin io baaed upon a report ouboittcd on July 25, 
1941, cy an AmericM otflclal observer 1n Berlin. This obsernr 
attended tbe Kriegaekadeoie in 1939, ~~d ho bao oupp1emented tho in­
formation obtained there cy mater ial cathorod in conversation and 
por1onal ob•ervation alnce that ti=o, 

COb"lZZI'l'S 

1 . ORGAI!IZJ.'I'!OI! 

2. COMME!i'l'S or OJ'J'ICUL OBSERVER 

RES'l'RICTZJ! 
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1. 089t!JWIOI 

:S...ioal]¥, the GerliiUI 1Dfant17 dh1oion contalno the follow­
inc aain aubor41nete element•• 

D1Yiaion Commander and headquartara atatf; 
3 lle«imenta of Infantry, uoh OOIIIPOIId of 

lleadquartera atatf, 
1 lienal platoon, 
1 DaUnted platoon , 
Intant17 cannon COIIIP&DT - aht 7t>.u. and tvo 150-... 

hovl tzera, 
Antit&Dk COIIIP80T- tvalvo 37-u. antit.nk cannon, 
Intant1'7 llcbt colwm - corrupo..Unc to our r ep­

Dental train, 
3 battal.1ono, ei\Ch conahUnc of 

Headquartero atatf, 
3 rifle companiea - 12 11cbt """h1ne cun• and 

three 50-m. mortut, 
1 heavy ve~q>one COIIIP&Ilf - 12 heavy """h1ne cun• 

and aix 80-IIID. 1DOrtera; 

l rep108nt of arUlleey, COIIIPOIId of 

Headquarter• etatf, 
1 dgnal plo.toon, 
l me41ua battalion, conolatlnc of 

Hoadquarte,., atatf, 
3 batterleo of 150-... hov1tsera, or 2 battez-Iea 

Of 150-DI. hovl tstrl and 1 bat hey Of 105--. CW>I; 

3 licht battalion•, each conalotlnc of 

lleadquartero atatf, 
3 batte,.ieo of 105-mm. cun-hovlt&ero; 

1 obaorvation battalion, COIIIPOIId of 

Headquartero otatf, 
l algnal platoon, 
1 aoun4-ran«inc battoey, 

I!ISDICDR 
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l fiub-raaciiiC bane.,., 
l ouroer batte.,., 
l reproduction platoon, 
l meteorolocioal platoon; 

l eicnal battalion, cc~ooe4 ot 

Headquartoro otatt, 
l radio COJIIl)8117, 

302 

l telephone ccmpa117, 
l llsht llgnal coluan - ccrreopond1ac to our 11CD&l 
·~lr train; 

l •nctneer battalion, co~oed ot 

Beadquartero otatt, 
1 ~tor1sed eomp4n7. 
2 toot compenieo - nov beinc 80torisod, 
l llsht enctneer ccluan - ~lr train, 
l light brid«e coluon - bridle train; 

l Antitank battalion, COIIIPCIId at 

Boadquartere etatt, 
l oignal platoon, 
3 antitank ccmpanioa - each armed with twelYe 37-=m. 

antitank guno; 

l reccnnaioeanee battalion, ccmpcoed at 

Boadquartere otatt, 
l oigoal platoon - mounted .nd 80tcrilod, 
1 horae troop , 
l &r80re4 car platoon - 7 cara, 
1 antitank platoon- tour 37-... antitank sun•: 

l>h111on trftino, co~oed ot 

5 -..1 tion oectiono - 3 intantl')', 2 arUllel')', 
3 ration and baggnce oectiono, 
l caooline and oil oeotion, 
1 repair aection, 
l oervice companr; 

Rati on SerYico, compooed ot 

Ration otfice, 

J!ISTJIICm 
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l bRkery eomp-ny, 
l olaughter platoon; 

1 veterinary company - motorized; 
l m111tery pol lee company - motorized; 
l post office - motorized. 

2. COMMEJITS OF OFFICIAL OBSEl!VER 

a. General 

303 

The Germans think of any organization primarily as a apecially 
desigQed tool in tho hando of its commander. Be io furnished with 
it rather than being assigned t o it, and he is encouraged andre­
quir ed to uoe the maximum of initiative, fi r st in improving and pre­
paring it, end eeeond in using it in combat. Nowhere is thia more 
true than in the case of the division. The first corollary of ouch 
a principle io that the commander must have forces armed and equipped 
sufficiently well to accomplish their mission vithout being dependent 
upon other commanders for aosistanee, Thus it vil l be found in Rll 
Germ~~ organizations, and particularly in the division, that great 
empbaeie has been laid on providing for as much independent action 
and self- sufficiency no can be obtained without making the unit un­
wiel dy. In self-sufficiency, the infnntry regiment can, without 
exaggerAtion, be considered a small division. 

Next to completeness And aelf- aufficiency, the outstanding 
characteristic of the division is mobility . In t•Ji1ng of thei r 
division the Geroano emphasize battl efield mobility rnther than 
etr~tegic mobility, and they seemed to feel in the Kr iegsftkndegle 
that it was desirabl e to depend primarily on horoeo for the combat 
unite; motors, however , would be uaed in the servicea. B.y great eo­
pbasis on careful t raining Md rigorous conditioning for carching, 
they have also attained a strategic mobi l ity tbat ia superior to that 
of any of their opponents to date. In the pr esence of the eneoy their 
infantry hao frequently marched 50 ciles in 24 hours , aml. one unit 
is r eported to have marched 60 miles in Belgium during a 24-hour 
period. Their horse-drawn combat vehicles and their ootorized service 
vehicles can, of course, keep up with the foot troops. 

The strategic mobil1 ty requirements of the GerOM Aroy are 
on a ~ore reduced seal& thAn ours since their probable theaters of 
action are much am11ller geographically. The r elative supply and 
maintenance ~roble~a for borse-drnvn and motor t ransportation in 
Central Europe are the reverse of what they p~e in the United StRtes. 
That is . horse mP~ntenence is still eooe~hAt ensier thAn aotor mainte­
nance within Gerll'.Nl)' and is incomparably easier in all the arM east 

RESTRICTED 
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of Oer_,. In opt to of tbeoe r..,te &D4 ot what tho Genco 1 11,7, tho 
tren4 toward incroued 110torhat1on 11 pertoctl7 oboriouo, botb 1n tbe 
increuinc nuaber of ar110red and 110torhed dhiotono end tn the o:to­
tenoion ot motorisation vi thin the infantr,r divioion ttoelf. The 
continued conetruetion of the network of otrato«ic concreto arterial 
hi&hwo,yo in Gerii&IIJ' and t heir extenolon into Slnalda prOTide addi­
tional evidence that the Germano intend t o inoreuo motorioation u 
~iokly ae pooeible. 

Coordinati on and control within tho divioion, except ortillory­
inf&nt'7 l1o11on, will be conoidorod below in the diocuuion of oub­
ordinoto olo...,nto. German ortilloey-infantry 11a11on worko, primarilY 
bocauoo infantry 1111oo1ono ore homdled entirely by the infantry, which 
11 equipped tor t bo parpooe by bevinc ll&ht ortillor,r u on orpntc 
port of tho infantry re«1ment. '!be divioionN. artillery 1a therefore 
roloaeod t or real dtviolonAI. llioolono. Tho parpooo of GeMIOII art1Uer,r­
in!antr.r li&loon io to coordinate theoo dtvioion&l 1111oo1ono vith the 
truo infantry mi ooiono beinc tired by t ho infantry ho'"7 weopono - tbet 
11 by the 11cht artillery organic vithin tho infantry rep100nt. 

b. Plylaion Cogarmdtr M4 Boo4quortore Staff 

1'he commandtnc general h freed colllj)lot oly of ell detAil and 
11 entirely and sol ely responelble for tho pertor!Mllce of the divi­
oi on; ao tor ftl higher 8Uthority io concerned, he ia tho divi oion. 
Ho makoe all the decisions , either in accord with or agAinst the 
freely proffered advice of his chief of ot at!; ond the chief of otat! 
tho.n corrloe them out under such ouporvlolon ao tho gener.U corea to 
&1ft. 1'ho commander is expected to find out what 1a going on, to 
fiPPlf hll ouporior tactical knowledge and experience in oolving the 
a111tuy proble10 in front of hi m, and finally to oee tbet hio dtvloion 
oxocuteo hio oolution. 'l'hle lDe&r.O thllt he vill uou.all.y be well tor­
ward, where he con recognise ovory chllnco in tho oituation and give 
any neceooory ordor o 1~d1ate!y. 

Thoro are eooent ial dtfforencoo between t he German d1v1o1onal 
general otat! and ~= own which oooa tc uko tho GerlOIIII crganhation 
oilllj)ler and to concentrate ito aetivitioo more i n tho hllndo of one can. 
'!'hio concentration appoaro to !acilitsto coordinfttion within the 41-
Yialon. The key man , ot courae, 1a G-3, wbe 11 alv11• the aen1or and 
6Ctl ao the chief of at&!!; 0-2 worko directly under 0-3; and G-4, 
vhon not pr ooont himael!, koepo s reprooontative with 0-3. 0-l doeo 
not oxiot ao R general otat! officer, and hio dutioo are perfol"lDed by 
en ad,tutan• M4 vari ous admlniatrntive otttci.Uo who are not ofttcero . 
Tho ohio! ot at&!! hao the nett vi ty of tho !Uvhion actuallY in hie 
own hondo more than our own hao, and beoouoo o! thll tho neceooi ty 
tor a good dosl of conferring and coordination 11 entomatlcal!y el11111-
notod. 

I!!STRICDD 
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no diTioion IIP8Cial otaff tuncttono 11ke ouro. Dllrinc actual 
co•bat, tho ontlro d1Y111on headqWIJ'tero 1o diTided into three goupo 
for conTonience and aecurity. Tho coaoan<l croup conoiota of the com­
IIWidor, tho chief of ataff (who haa at loaot one oftlcer aoolatant 
and 11t leo.et one clerk), the artillery Colllll18llder, and euch other 
membero of the apeclal ataff ao are required by the exlatlng ait~ 
tlon. Tho r&et Of t he hofldquartero forma two croupo. ono IOOUDted 
and ono motorised, and all three sroupo are kept well oeparated. 

o. 4rt11leey Rtgi;ent M4 Obaonotign kttolion 

The divisional artillery ohown In Section l of tbie bulletin 
1o adlllttedly " Cllkeobift or ganhatlon. It baa been generlllly in­
created. recently, to two reg1eenta - one licht regiment of three 
btttallono Mel one J:edi1l.CI r eg1•nt, probably of two b&ttallona . !!'he 
conrnlnc principle Ia the '""" ao ouro, thllt h, to have tho llllni­
awa amount of artillery organic within tho diTioion and to att&cb 
a4dltlonal NOOunta aa required . '!bo olnclo battery of 105-=. guno 
i o prooont for lont-range Interdiction, 11nd before a meeting on­
&l'I&U>ent It 1o often t o be found M tar f orward ao the adv&nce guard. 

no O"!>loyment of the artlllo17 1o In t heory much like ouro 
but tho practice differs considerably. Tho prooenee of the obaerv&­
tlon battalion vlthln tho divis ion It a very important difference 
trom our org&nlzation. Juet aa the adell tlon of the heavy weapons to 
the Infantry regiment make It In effect a omall division, eo the 
preeence of thla unit, combined vlth the practice of attaching large 
amounts of artillery , cake the r einforced divialon often in effect 
a tmall corpa. The additional !Ire power and conoequent oolt­
tutficiency of the divlaion undoubtedly aoolot greatly in mointalnlng 
the warfare of moYe~ent at vhich the OermAnt have been ao aucceaa!Ul. 

OboorTatlon Ia ao otrongly atr tnod In the Germon Arrt:l that 
ntr7 ora:Mization is aaligned t. sone or aector of obsen·atlon al.OD« 
vltb a sono of action. Although it lo doolrablo to haTe theao two 
aonee colnetde , the terrain u.ually pre• enta thle. The obaervation 
battalion, Wlder the divlolon arti llt17 Co~~CN~der, hAt aa Ito chief 
!Unction the collection and correlation of ell oboor-.atlon vlthln 
tho dlvltlon, not only for tho ~tillery but alao tor the specific 
ueo of tho dhlalon commander. In other word• th.o artillery coll>­
mandor, a lready chief advioor to tho dlviolon commander and chief of 
ttaff, hao tho additionAl role of providing the bulk of the observa­
tion within the division. Obvlouol,v tbh !Unction tendo to increase 
hie importMoe to, and lntegrntion with, the chief of atatf and the 
divleion commander. 

Aoldo from Its etandard aound-ranglng, fll\ah-ronglnc, and 
meteorological actlvl ties, the obaorTetlon battl\lion per forma t wo 
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other divioional tunctiono: it oxtonda •nd reproduce• capo and 
photogrl\pha for general 41otribution, and 1t complol!llnto tho olgnal 
battalion in es tablishing tho dlvlolonal communication& net. Of 
courae both tbeae funct ion• tend to ~e the artillery a nora in­
tegral part of tho divloion, and it io believed that the good co­
ordination of the German artiller1 vithln the divioion ie largel1 
duo to the prooence of the oboervation battalion. 

d. Sil!!)al llattalion 

In 1939 tbe eignal battalion ""' onl1 partl7 cotorized and 
vaa not comfortably equipped to perforM ita function of establiobinG 
and maintaining a 41vleion telephone and rl\di o net. Hovever, it 
baa nov boon - or it vill be u ooon aa pouible - entirely cotori .. d 
and more tull1 equipped. Aa deecribod in the Xriuoo!sMopie, 1t 
lacked a proper reserve or vtre, and the neceaalty tor reco•erlng 
vire could delay the eatablilhi!IOnt of " nov not. 

e. :00 neer Battol,lon 

When described at the Kri•e•okn4•mio in 1939, the engineer 
battalion vao in tbe proceoa of becoming full1 motori t ed . It waa 
ahovn primarily aa a defenalve combat organization and its use in 
denying t erritory to the enemy wao amphaoited more than vaa r oad 
building, bridging, etc. Ita use Aga1nat f ortification• vas not 
touohed upon• . Through tho offensive and de!enoive fUnctions of 
hio battalion, ita co~sr hao become a very important combat 
member of the 41 vial on special 1 taft. 

t. Anti tank l!nttalion 

Like the coli:CINlder ot the engineer battali?n , the eoa.-..ander 
ot thio orgonisl\tlon playa an icport•nt role on tho division opoclal 
otatf. Re aloo coordinates the ef!orto of tbe lnfont~ regimental 
nntitonk co=POniea to ~Jc• "" all-round diYioion defenae whenever 
practicable. 

g. Basonnoi•aance Bottolion 

The reconnaissance battalion ia de1igned tor reeonn31asence 
ot li=ited range, but it ia Qften uaod for eocuring or evan for 
holding t erritory. The presence of tho c~vAlry tro~p in tbia bat­
talion, the mounted platoon in eaoh in!Qntry r egioent, and the cavl\lry 
regioent in ea<:h corpa explain vb1 tho GermM .Ar~ hao only one 
CAvalry division. They conaider tho role of horae cavalry, excapt 

• In actual campaigns 1t baa , ot courao, played a IO&Jor part in ot­
fonoive operati~na . 0-2. 
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1D YIJ7 opecial terrain , to ban been reduced to clooe-111 r ecollllaio­
oa~~ce. There 11, then, a larp a.1101111t of OerMII horoe caYalJ7; but 
Iince it 1o bronn up int o variouo reco1111aiooa~~co Ullito, ito DWiber 
io often unconociouely UDclereot imated. 

h. Oonelueigna 

AlthOU«h the infantry divhion hao not been ao prominent in 
t he novo e.e the tanks and the divo-bomboro, it hat alvqe boon im­
IDidiatoly behind them, capitalidn& on t heir adnncee. '!'hie h&o r e­
quired excellent coordination , great mobility, and the capacity for 
independent action. '!'he infantry divioion hao dhplayed all theee 
attributoo in Poland and in the Weot; it 1o undoubtedly bein& called 
on to diapley them to a etill greater degree in Ruooia today. Ig­
norin& all the other nw:>erouo end importent factoro and conaidering 
or&anisatlon alone, the anawer aeeA& to be that they baTe gone a 
otep farther than &ll)'bod)' eloe - ignorin& our ovn current dnelop­
.. nto - in concentrating fire povar and ito control in the hftndo of 
a r elatively olll&ll number of people. Specific.Uly, they have put 
the aachine gun into the equad, light ortillery into the infantry 
regilDint, and a large part of corpo artillery into the dlvioion , all 
vithout 1\PPl'OCiably increasin& tho peroonnel in the unit, 'l'hh 
meene that the delivery of the o8me amount of fire nov involvee leoo 
poroonnel than heretofore , nnd coneequently tho unit deliverin& it 
io more ~obile, more self-euffic\ont, and moro oaoily control led and 
coordinated vith the other co~onent o of the combat teem. 
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!I!S1!ICTED 
~/2657-220,· No. S"" II I 0 1f 0 ll 00 A II No -~-.n • • . , • • 1 •• , v ........ r 7, 1941 

SITUATION REPORT 

I. Eaatern Theater. 

!!!:2l!!!!!• The situation on the Leninvad and lloscow fronts 
continues uncban&ed. Hard fighting at '1\ala. 

There is no information on 1:11lltary operations 
in tho Oonets Basin. 

The Oer:r.an advance continues in the Cri.r:Jea. The 
Oerlll&ll High Co:mnand cla1nm the Germans have reached the aouthem 
shore on a broad front. 

&!:• Reports frOID the Soviets indicate wide activity by 
their Air Foree recently. The British also claim great success for 
their squadrons based in Russia. Also, it is stated in London that 
the German air neets on the lloocow and northern fronts have been 
withdrawn. 

U. Wes tern Theater. 

Air: There is no news from the British on this Theater. 
Accor<ling t'Othe Geman High Comand, Nazi bccl>era operated last 
night over Britain, cau.sing "big tires in a utility plant. • It 
waa admitted that British bombers attacked several points in north­
ern Oe""'81\Y last night, but dacage wae et.id to have been insignifi­
cant. Ton Britieh planes were said to have been shot down yesterd&J 
over tho Channel and of! the Dutch and llorwozian ooasts, 

IU. lliddle Eastern Theater, 

~~ Normal petrol activity hindered by dust. 

Air : The Italian High Conmand announced new Bri Ush air 
rt.ida on SicUy, the Naples region, and Bel18haei and Tripoli, in 
North Africa. The damage caused by theoe raids was said to be 
alight. 
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