
'1: Jr: 

Jr : 

• or 
r . . ' . 

~ .... Jr : 

;..._ .:r : 

,; : 

tr: Jr: 

3: 

H!.Jr: 

3 : 

'lello. 

SenP ter Byrcl . 

'iello. Hello .. 

Juet P rnlnu te . 

.iello. 

H~llo , Hc.rry? 

~ove~ber 1 7, 1941 
2 : }0 ., , ,.. 

..:~L :l. ;!.,nry , I ' m led you CPlle:!' me . Car.norl' 
'!tr.d t r.ose !"e llo,.,·e eRn ' t c:»::a~t o·1er to:zorrow. 
r .. e:; 'v~ .,.o t " ver·1 im?ort~>n t o eetln~ with 
Oeners l !.A.rsnall . 

I see . 
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~n~ ~e1otor Go~ri~ 1r B~Py . hll tn, t I ~~oueht 
'<11 ;<Ould llo •.:oul~ be to try to a rrange t:le 
nestrl n.,s f or the follo,,·t ne~ ~<eelt . :i• wpn t to 
ete r t on 1'uee<111;1 nnd r;o throu,;h tt , ,,,.,, then 
•slt t~e coc::~l ttee me·,bers whether the; want 
f'ny t"urth~r 1n!"orr.oP t lo:1 tl"~ t th~:' n .. ven 1 t r)Ot . 

Oh. 

So 1f l t lcn ' t conven1ent f or you t o coO>e , I ' ll 
& !~'..lr~ .;ou t hllt n? t ."l!. n ..... ""111 be a.,ne e"tce.,t 
thllt . 

No , I c:ue!9 the.\' didn ' t - you d1 <' n ' t !'et my 
~essRge lt r Altht. I cnn oorne. 

Uh ilu!' . 

Sut I •~1d did ~,,u want rn• to br1 nt; Bell Pnd 
~ef~eltlng•r w1t~ ~e . 

\ell , !.t 1 & al,:A.ye & '>!.eoa1Jr~ t o ""ve ther.2 . It 
··oulc oe J•u t a cu~at:on • ~.ether 1 t vo:Jl d be 

wor th thelr while . 
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!IMJr: 

8: 

ir.·.Jr: 

8 : 

HMJr: 

8 : 

HMJr: 

8: 

I!MJr: 

8: 

l!MJr: 

B: 

Hl4Jr: 

B: 
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Well, do you need me? 

Yeah. ~~ell , we 1 cl be glad to hove you; or it 
you're too busy, it you would Juet say that 1t 
would be all right to start the meeting next 
Tuesday - that's Tuesday week - and that 1 e about 
all that we can do tomorrow; and then I want to 
ask t he other member s whether t hey need any 
further i nformati on trom any source that they 
haven' t already go t. But I'm confident that 
we're no t going to have a ouorum. Senator Glaae 
i a away and Senator George ia away. 

How do you teel, tor instance, on a thing like 
that tomorrow, having Bell come ea my alternat e? 
Or wouldn't you? 

It Bell what? 

It Bell came as my alternate. 

That woul d be all right. Ot course, he couldn't 
do that on the voting port or i t. 

No. 

Be very glad tor you to do that • . I know how 
busy you are, and I'll guarantee that nothing -
no action will be taken and no statements made 
or anything. 

Well, I could come. I mean •.•.. 

'leah. '~ell, I know you're terri bly busy, and I 
really don't think it will be •.... 

Well, would i t be agreeable tomorrow 1! I let 
Bell come? 

Sure, you bet. Absolutely. 

In my place . 

Yeah. At any or theea meetinge, Henr y, t ha t you 
want him to come, we' d be delighted to have him, 
or anybody else y~u "ont to bring. 
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HMJr: 

8: 

HMJr: 

8: 

Jw.Jr: 

a: 

HMJr: 

B: 

!ll4Jr: 

B: 

l!I!Jr: 

B: 

l!"Jr: 

B: 

!IMJr: 

B: 

HMJr: 

B: 

- 3 -

Well , it tbat'e the oaae, then tomorrow I think 
I'll let him go in m, plaoe. 

All right. 

But I Juat want ~ou to know whenever there'e a 
meeting that you re going to do something, I 
want to be t here. 

Tbst'e right. Well, we'll atart next week. 
I thought your statement got ott tine. 

I thought it did. I thought •••.• 

Got a lot or good publio1ty. I noticed 
ed i toriala. 

I read the edl to rial e. I dldn' t aee any 
or1 t1oiam. 

Not a bit. 

No. 

I've go tten some letter& critioizing it this 
morning. 

You have. · 

They're Just !rom these special grou,s you aee. 

Criticizing it, yea. 

Criticizing t hese reductions, yea. But they're 
!rom eoeoiel grou~a that were affected by it. 

I don't think that the people understood a lso 
what Sene tor !4c1Cellar aaid. I think thB t that 
was ...•• 

No, he- don't you know, the runniest thing­
he called me on the phone, Henry, and read me 
a atatement in wh1oh he approved 1t. 

I'll be damned. 

And aelted me whether or not he ehould g1 ve 1 t 
out. And I ea1d, "Fine, Mao, go ehead and give 
it out. • 
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HMJr: 
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H:<Jr: 

B: 

KXJr: 

B: 
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Yeah. 

And than 1t oaaa out 1n the paper ent1rel)' 
d1tterently. I tr!ed to ••• h1a toda7 and 
aek h1a ••.•. 

Wall, ae tar ae I'a conoarned, I want to ooae 
any t1ae you're going to do &n)'tb.1ng or an)' 
time I can be ot eerv1ce. 

I'll keep )'OU poeted, but I know how bu17 you 
are and •.... 

'h'ell, t or th1a Just sort ot organl. zat1on, I 
th1nlt I'll let Bell come. ' 

Yeah. Tnst 1ll be t1nd. It cay be thet we won't 
heve enough t here to do any t hing at all; but 1n 
any eYent, we'll Just be there and cone1der the 
procedure tor nex t week. 

Thank you. 

All right, Kenry. 

Good-bye. 

Good-bye, 
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.. 
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111 a MpT et a ••..ot• wUu \llo '"""at ••• 
.. n ... ••'Mr 14\11., \ocetMr wltlla .......... 

prepant )7 ,.,. 0.•n1 O.uoel of U• tna...,., 

wUoll l u traa•UU&I te \M '"""•' ,...,. 

•• n ..... _. ... ,,.. 

leMn'lolo J'nMh llUlo, 
.t.Uon., h•nl ot \M VaUlt 1\ateo, 
Wa.u.,tn, 11. 0. 
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W I IW6 

Noveaber 14, 1941. 

~;;J)RANDUll POR 

Tli£ SECRETARY OF 'ruE TREA.SURr 

Please s tudy the Supreme Court 
decis i o ns just handed down in 
;. l• bamo v. Kt~ end ~ozer, and 
Pe nhenJll'l Q11 o. v. nox, 277 U. S. 
m;·oind re le ted ceses:-"Tbe 
.:.tt'>rn~y General writes me tha t 
t .. l Alllb'\me ease repres ents a 
·.•J •:- vic to r;{ in t he GoverlUII.!nt ' s 
· n~ t~rm t '\X i~munlty progr am, 

'·d 11 def'1 •l t with respect to thl'l 
pe :-tlcule r lmmunlty o r th e cos t ­
~ ln contrac t or. He adds "the 
,u~·· tl Jn 1.1ey nov: a ppropriately 

b• pl acod befo re Congress". 

~ eo a l so Federal Land Bo~ 
v. :,1 ~.,1\ rok Lumber C'Oiiipe ny, "nd 
~ v. Un it ed st~tes, ~eclded 
fil!lt ;.!onday . 

-fJ/1 F . D. R. 
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TO: 

..•... !.Uli:i.J:!!Ajl,("t ~·····-··-··--~:!.?. ..... _ 
::r . Foley -ill cort•y lhu or~int..l 

to Secy•s .2 :3J ~,rout> C:Ctiting toUa)"• 

ll/17/ ,.J. . 

ILR. FO!.BY 

• 

' 
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Secretary Uorgenthau MnV 1 7 1941 

L!r. foley 

State Taxation of Defenao Aetivitiea 

The ... upreme Court has vindicated t he position which you took 
laat sprine at aeveral Cabinet meetings on state taxation of defen•• 
contractors . 

You will recall that ~ecretary St im•on was coins to i1aue a 
press release to the ef fect t hat .. ar Department contractors work~ 
on n coat - plus- a- fixed- fee baala should not have to pay state 1ale1 
taxes and urr;i ll{; lecialation for biddin:; atate taxation. • 

On !larch 17, 1941 you l'll'otc a letter to t he President in which 
j·ou atron81Y recor.cended azaina t le:;idation imr.nmizl.nj; coat-plu• 
contractor• f r om •tate taxation and called attention to the cloae 
analogy between the taxability of etate and municipal bondholder• 
upon t he interest they receive and t he taxabilitr of articles pur­
chased bt o. federal contr&ctor. You aaid : 

"1n both cue a t he expenaeu of t l1e Gover nment !tight be 
loaaened if an exemption were gr anted, but thi& ie "ot 
an adequate baaie f or aaaerti ll{; l.r113unity. The aound 
teo t ie whether t he taxing etatute discr icinat e• a8ainat 
t he Federal Government or a:.,ainet a ~'ederal contrac tor 
in favor of other taxp&¥ers.• 

... ubaequently, the .. ar Devartment tried uneucceufully to t;et 
Co~reea to enact t he im3unizin(; legi1lation but did prevail on 
llob Jackson to inetitute litigat ion with a vie., to invalidatl.nj; the 
stato taxea . Thio uas o.ll over tho proto eta of t he Treasury, aa 
nel l as the Tax Diviaion of the Department of Justice, 

!A at lf.ond&¥, llovember 10 , t ho :-uprome Court unanimoualy decided 
tho.t t ho Alabama aales tax applied to lumber sold to coat- plue- a­
fixed-feo contractors for use in buildi ng an A~ camp, and •Bat the 
tax did not infringe the conetitutional immunity of t he Federal 
~ver~~ent from etate t axation, evon thou3h economic burden of t ho 
tax .tould have to be borne by t he Government. Speakl.nj; for the 
Cour t , Chief Justice ~tone aald : 
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"• • • !lo lar u IUP a DOAdberlaln&tor1 atate tu \&11M thl aont.rutor tnhl'l into thA ooat ol tho aateriala to 
tht l.ofti'DMiltr that 11 wt a llllnaal 1nc14&1lt ot tllt 
or~>a:Uaatlon w thin thA , ... tll'l'itoi'J' ot t.. 1AUpeD41At tulft& towre1pt1••• The u .. rted rlaht ot the oDt to 
be t ree o! tuat1on b1 tht other ao .. not apell s.-n1t¥ 
tro:a P&linL the adcltd eoah, attributult to the taaat1on of t hoae clio !lll'!llth euppl111 to thA (;ow..,.-t &.liAl a 
h&' t been cranto4 no tu ~itTo • • • 

Tht clot111on 11 DO dou»t toilllth1n(; ot a eboek to Col. Greeall11a and the ••&r U.pa.rt.nt o!t1ciala alnce the lUIS~ ot the oplniola 
la ao aW.UIIl' to that 1n 70\JZ' letter. 

• lt 1a ~port ant to 1111t1, ::10raowr, that the reuoa~ ot the Co\U't a,plin t quall)' t o !tdtr.U. t&JU i:::lpoaocl upon pti'IOU ualillc wi th ttata or uunlei~al COY&rna&nta, aucb aa atate end .ua1t1pal 
~ndllolclera. ln t ttla •'¥• tba Cowot bu •~ (to t ar u tt.• oonat1tutiol1&l u pecb 11'1 eonoerned) thl b.u1117'• l nrr r tu euu -..;awt bo:l4bol clera o! t ha Port ot l<ov York 1.uthorlt7 and the • 
'i'1'1~rou1jl :;rillo• ilutl:orit., now ~lt"fi l>e!ore t ho loud ol Tu Ap­pula. 

IJmltlclocl) 1 . a. r., Jr. 
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I . 

GROUP ME ETING 

Present: 

H.~ . Jt' : 

flroves: 

R.!I.Jr: 

Schwarz: 

Mr. Schwarz 
Yr. 'ibite 
llr. Viner 
Vr. Gast on 
l!rs . Klotz 

November 17. l941 
2:30 p.m. 

Yr. Sullivan 
)(r. Barnard 
Yr. !luffington 
Vr. Morris 
}{r. Blough 
Mr. Thompson 
Mr. Graves 
Mr. Kuhn 
Mr . Bell 
Mr. Foley 

Has ~raves got his meat butchers lined up? 

Three o ' clock. 

Do I get a steak out ot it? 

220 

SUllivan and Schwarz, I am ter1•ibl;y worried 
that somewhere in the Treasury, somebody, 
particularl7 the Wall Street Journal, has got 
a pipeline 1nto the Treasury. 

I can tell one Administration source that haa 
been tnlkiog a lot, which is Lauch Currie. 
Whether in the Treasury or not there ia anything 
beyond the~ I haven't been able to pin it down. 
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R.Jl.Jr: 

Schwaru 

R.Jl.Jrl 

Schwarz: 

B.Jl.Jr: 

Schwarz: 

H.K.Jr: 

Sohwaru 

H.ll.Jr: 

Schwarz: 

B.loi.Jr: 

Gutons 

B.li.Jrt 

Gaatonr 

H.M.Jr' 

Gaaton: 

- 2 -

Can 70U pron thatt 

The boys have told me. 

Hello, Dr. Viner. 

221 

They have told me thinga which they have attri­
buted to Currie directly. 

Well, there ia definitely - now, !or instance 
this thing in the Philadelphia Ledger, hundred• 
of letters pouring into the Treaaury Depart.ent 
on aop-up fifteen per cent tax. Now, how doea 
anybody know thatt 

That obTiouely caM !roa within the Treaaury. 

I aean, how doea anybody know I aa getting 
hundreds of letter• on \hatt 

There ia aoaebody right in the Treasury that 
ia aeeing those things. 

Well, you know to eay a thing like "Lauch 
Currie is doing it,• without proof, is --

The proof ia the citation !roa three or !our 
of the bo11 who have quoted h1a &a talking. 

Well, that ia unpleasant. .ind then the other 
thing ie, Gaaton and lbite and Schwarz on your 
Spanhh oU. 

lee. 

What do I aay at tour o•olookt 

Well, thh --

I know 'a1 Spaniah onions, but I don' t know 
ai Spanish oil. 

This thing h nry ah1ple about this one par­
ticula report he talks about of aTiation 
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H.M.Jr: 

Gaston: 

R.l!.Jr: 

Gaston: 

R.M. Jr: 

Gaston: 
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lubricating oil shipped on - in the week ending 
November 8th. It was not aviation lubricating 
oil. It was the loweat grade of lubricating oil 
and he did see our weeklf report , and our 
weekl7 report did sa7 av ation lubricating oil 

Excuse me, who aaw it? 

Stone o! PK. 

How did he see it? 

He won't tell .e, but I think he saw it over 
in Interior, because he made ao .. statement 
about the things he learned in Interior. I 
think that ia where he aaw it. Our report 
was in error. The Collector at our - the 
Collector at Port &rthur simpl7 telegraphed 
the wrong information. He said that it was 
claasifi .. tion A, which ia the classification 
we had used, our own designation, for the 
highest grade o! lubricating oil. Instead 
of that, it waa Export Control classlflcatlon 
R, which ia the loweat grade. I have the 
telegram !rom the Collector at Port Arthur 
in Which he sa7s, "Re JOUr teletJPe todar. 
Lubell taken Campero and Ca.peche covered br 
classification R. Regret error. 

I have got Frid&T' a. In SUndar' a P1l the7 
quote Aasistant Secretarr Herbert Gaston as 
eaTing that it ia high-grade. 

No, pardon me, that ian•t exactl7 What he 
sa7a. He aa7a that I oontlr.ed that our 
record showed that. What I told him waa 
that I waa looking up to see what the dia­
crepanc7 was . He had aeen our report. He 
knew What it said and told me what it said, 
correctl7, and he had been over at the State 
Department and the7 had ahowed him the 
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B.V.Jr: 

Gutons 

B.V.Jrs 

Gas tons 

H.M. Jrt 

Schnrlt 

B.V. Jrr 

Schwaru 

Galtont 

I 
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-. -
llcena'n and lhowtcl hla tbolt liceuu 
conrea the low-grade etutt. I aaia. 
•I can't tell 7ou anrthlng more about 1 t until 
I check bact with Port Arthur and find out 
what thoae lloeneee aotuall7 ahow. When I 
got the report back I let hla know juat u 
eoon aa I ooelat but that ne attar he had 
written hla Sun4&7 atoP)' on thle. It wu 
late Satura&J afternoon. before I got that 
report. 

Will, certainl7 reading the Swldt1 etOJ'71 
;rou would thlnt that JOU were confindng 
hle FridaJ • to1'7. 

That 1a the iapreaaion he gaYe. 

I wonder what he did toc111, do rou know'! 

I don't know what he 414 aa7. 

Schnrs, look it up. 

I can aena for it now. 

Jo, but I want it before four o'clock. 

Right. 

1 had told hla around nocc. Be prom ae4 
t o call ae bact before noon. I got hla a 
little after noon on Saturday ana said that 
I had checked bact on the 11cenae nuabere 
and that thoae licente nuabere were for 
low-grade lubricating oil. The7 were not 
for aYiation lubricating ell. Be knew that 
around noon on Sa turd a{. I a aid I hadn't 
ret heard froa Port Ar bur ae to what actual 
•terlal na ahlppea. 
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H.Y.Jr: 

Gaetonr 

H.li. Jrl 

Gastonr 

R.V.Jrr 

White: 

Gaston: 
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The fellow that ought to be eore ia the 
State Departaent. 

The State Depart•nt, and I wouldn't blue 
thea tor baing. 

I• it correct to u:r that we haven't given out 
1n7 figurea! Can I 117 that at four o' cloolcf 

We haYen•t giYen out an:r figurea. We haYen•t 
ginn out an)'thing. He told ae he had aeen our 
report. I clldn' t ehow hia a thing. He told 
ae he had seen our report that aaid aYiatlon 
gaaoline. I dicln' t den:r that our report ehowed 
aYiation gaaoline. I told hia I waa tr;ring to 
find out what waa the dhorepanc:r and I waa 
wiring Port Arthur, but then I called hia 
later and told hia that I had looked up the 
export control license nuabere as ehown on 
the telegru to Coast Guard, and that these 
numbers had been compared to the application 
nuabera OYer in the State Department, and thoae 
were tor low-grade oll onl;r. 

'fell now, I aaked White to epeak to Kiaa Chaunce;r. 
Theee reporte I get, do the:r ooae from ;rou or 
do the:r ca.e froa --

Mr. Gaston was able to anewer that queation, 
10 I didn't speak to Kill Chaunce;r. 

Well, ;rou reuaber a :rear ago laat Jul:r •ru 
instituted this s:rstea. It ie thia, tha the -
that George Haaa•a diYiaion, Research and Sta­
tistios, geta these dail;r reports which I also 
get froa Merchant Ship Control, showing 
ahip11111nte, departure• and naaele oarrfing 
eteel, scrap iron, ateel and petroleum to 
Yarioua oountriea, and the information on 
thoae dail;r reports ia taken excluaiYel:r froa 
the telegraphic requeeta for departure peralta 
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Gaatous 

Gaatoas 

H.V.J'I'I 

Whltu 

Gutoas 

H.v. Jrs 

GaatODI 

B.lf.Jrs 
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ud Geor&e'• oflloe o~ll•• the 1ato .. tloa 
Oil thott dall7 Nporh lllto a wetl;r. report, 
'llbJ.ob lllf offloe h&a ~en .Ull~~& oat to a 
~r of P"plo, 1nola41DC the Pr01ldet, 
the S.oretarhe of state, 'War ed la't'J, ed 
t..oD Btll4trl01lo But thl thlq 11, lD 1 h ' 

'

reaent to~ I think, aert door to Ttlael•••· 
t ahould el ther conalder dropping 1 t or rn11lJIC 

the foa. 

For the tiM belJIC, I would drop 1t until w 
catoh oar breath. 

Anothar thlDC 11, I thlllk n oe fet a .,IL"' 
error-proof qat• for halldli~~& i • 

What are " goiJIC to doftlr I cktaT Be h oat GD 

the end of a llab. Bt otlltd • up 'l'huradaJ 
for- ed eald, "SSed • onr a lht, • ed 
I told 1h1 te to aend 1t onr to hla. Be got 1t 
about one o'olook ThuradaJ. 

II that aoT 

SIIJ'e, 

Didn't Iokea get one of ~· nekl7 etat ... ntaT 

Tu. 

But wbtnenr he nnta 1 t he otlh • em the phODe. 
I eent it to hla, •d lt got o•er t here about 
one o•clook Thurad-r. 

W.ll, he geta thh thlDg regularlJ. 

And FridaJ the ator7 o ... out, 

Jell, he ne•er geta it, becauae whene•er he 
••te to mow he tlWIJI otlh ... I nntr 
argue and aaJ, "Harold, JOD mow JOD ett lt. 8 
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Gaston: 

H.!J..Jr : 

Gas ton: 

H.\'.Jr: 

/}Aston: 

H.!.I.Jr: 

Gaston: 

H.!l.Jr: 

Gaston: 

H.M.Jr: 

!}aston: 

H.M.Jrs 
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That is pretty good circumstantial evidence 
that ia where Stone got his story. 

Don't you think we owe an explanation that 
Customs is wrong? 

To him? 

Yes, Oughtn't we to send him a corrected 
list? 

Oh, yes , I think we have got to get out a 
correction statement, botn for this 
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November 8th report and for -- I think there 
was an error in another report, or at least 
this man Stone says thRt aviation ~asoline was 
shown in another report, and I don t think 
there was any aviat1on gasoline . 

Would you mind seeing that before sunset 
today that a letter be gotten out and sent 
to everybody who cets tnis other list? 

I will see that the letter is gotten out to 
send to all those, but I don' t think they can 
check back on all the reports in time to get it 
out today. 

On the November 8th they can. 

On Novecber 8th they can, yes . 

~~11 you please, and say that Cust oms was 
in error and made a mista.ke. 

Yes . 

And will you please send a telegram to this 
Collector, wherever he was, that gave the mistake 
and give him - call him down? 
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Yea. He ia the aan we oo .. ended for hie 
promptness in getting this information about 
Spanish shipments of oil onoe before. 

Well, if I was Ickes I would be pretty sore, 
but I think we ought to get it over to him. 

There are two aides to that Ickes. He has been 
giving out information that he has no business 
to be giving out. 

Well, I wouldn' t send out any more inforution, 
Herbert. 

I don't think that report ought to be sent out. 

Well, why not simply send out a letter and simply 
say that we want to correct this report , but 
from now on we are not going to und out any 
more? 

Yea. 

Sign it "Assistant Secretary Herbert Gaston.• 
Will you do it before you go home? 

Yea, I will do that . 

Please. 

Yea. 

One other thing that I have got here. I get 
a very nice •aile from Winant, "Thank you for 
the forward-looking and constructive address 
you made at Worcester, Massachusetts today.• 
Did we mail it to him or send it to him? Did 
you (White) send it to your man? 

I think ao. Was that the farm speech? 

It waa picked up in the British preaa, Mr. 
Secretary. 
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I don't think we did. 

It may have been cabled over. 

I will investigate, but I don ' t think so. 

It was certainly sent out by radio through 
Sherwood, 

Was it? 

Well, that was the arrangement. 

Will you check it? Check it, will you? 

And I will also see whether it was picked up by 
the British cables. 

Evidently it hit a bullseye over there. 

It got front-page publicity ln the west, Detroit, 
Cincinnati, a column in St . Louis, the front 
page in Baltimore. 

The farmer is given a lot of attention. 

Herbert? 

I wrote a mem.orandWil on that oil thing. It 
is subs tantially what I have told you. 

.Ul right. 

Here is the final report on the Jeidela inves­
tigation. 

Yes . 

You asked about this matter of military aircraft 
coming in with pas sengers. 

Yea . 
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Well, Customs has had an arrangement with the 
A~ as to arrivals here and as to arrivals 
in Florida, Milne, Vontana, where the local 
Arm1 command undertakes to notify Customs when 
one of these planes is cominf in, and a Customs 
man goes to make the inspect ons, even if they 
have free entry, 

Wbat happened about it? 

Did he come here? 

I don't know. I told Chauncey to send you the 
letter, 

I haven' t seen the letter. We have a record 
of Averill Harriman arriving here on an A.rTq 
bomber on August 1st, which of course was not 
his latest trip, wherein he declared souvenirs 
valued at eighty dollars , but no furs . We 
have no record of his arrival more recently here. 

1bat proves my point. 

It proves if he arrived here in Washington 
that the Army didn't keep their word to let 
us know when those bombers were coming in. 

Well, Herbert, will you take care of it? 

You bet. 

And so nobody misunderstands, Mr. Harriman 
writes me a letter that he brought in several 
hundred dollars' wol'th of furs , and if he is 
not entitled to free entry, he wants to pay 
the duty. I don't want any misunderstanding. 
He wrote to me. So I say, "Well, why don' t we 
have somebody to examine him when he comes in?" 

Well, we have such an arrangement and they 
just didn ' t --
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Well, maybe they did and maybe Cuatoma wasn't 
there . 

well, I will find out about that. I don't 
know- this thing here, I don't know whether you 
want to say &nJthing on that. 

And I will give you this fol low-up on Peter 
Jos t en: 

Do you want anything on this subject now? 

No, just as long as it is in hand, and if you 
wi ll let me know. 

Well, I have made an arrangement with Harry 
Durni ng. 

Could you give me a l i t tle something in writing 
on it? 

I gave Mrs . Klotz a l i ttle memorandum on i t. 

Yea, but have you written Peter Josten? 

I haven't, no. 

Will you? 

Yea, I will do that . 

I saw the memo you gave Kra . Klotz. 

You saw t hat memo? 

Yea. Would you write to Peter Josten? 

Yea. 

I have taken up more than rq share of the time 
of rqself and othera - I mean, I have done 

' 
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Well, maybe they did and maybe Customs wasn't 
there . 

Well , I will find out about that. I don 't 
know - this thing here, I don't know whether you 
want to say anything on that. 

And I will give you this follow-up on Peter 
Josten: 

Do you want anything on this subject now? 

No, just as long as i t is in hand, and if you 
will let me know. 

Well , I have made an arrangement with Harry 
Durning. 

Could you give me a l i ttle something in writing 
on it'? 

I gave lfrs. Klotz a little memorandum on it. 

Yes, but have you written Peter Joste~? 

I haven' t, no. 

Will you? 

Yea, I will do that . 

I saw the memo you ga•e Mrs . Klot~. 

You saw that memo? 

Yes. Vlould you write to Peter Josten'? 

Yes. 

I have taken up more than my share of the time 
of ~self and others - I mean, I have done 

Regraded Unclassified



Gaston: 

H.M.Jr: 

Foley: 

H. \I .Jr: 

Foley: 

H.M.Jr: 

Foley: 

H.JA.Jr: 

Foley: 

H.U.Jr: 

Bell: 

H.M.Jr: 

Fell: 

H.I.I.Jr: 

- 12 -

more talking than anybody else. 

All right. 
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l'le will have to just do the important things . 

The Sw~diah taniater called on Dean Acheson last 
Thursday and Dean put in mf bands on Friday 
a note that the Swedish Minister left with him. 
He told Dean that be wanted to talk to you about 
the matter, although Dean put before him the 
Foreign Funds --

Ed, be here and I will listen. 

All right. 

Three fi !teen. 

Right. 

We can't keep those meat choppers waiting. 

All right . I have got some other things. 

Foley will be here. We will have more time 
than I figured on toaorrow. I talked to 
one Harr,y ·Byrd and tomorrow's meeting, be 
doean•t even know whether he is going to 
have a quorum. He is just arranging for 
hearings, so he said it would be entirely 
agreeable for you (Bell) to come up as my 
alternate. There may not be any business 
so would you please go, just you1 

You are no~ going to go? 

I am not going to go. 

Ten o' clock? 

Ten o'clock. That leaves me free to go 
on with mY taxes toaorrow. 

. 
• 
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Where do the7 meet, in the Finance? 

Finance. 

.Ul right. 

He said it was entirel7 agreeable to him. 

.Ul right. 

Pleaae. 
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I have get a couple ot me.os here I would like 
to give ;you. 

So I will start at ten tomorrow on taxes. 

The President said that the Attorne7 General had 
told him they had a great win in the Supreme 
Court on that Alabama sales tax case. Well, 
he lost the case in the Court and the Court 
agreed with the Treasury. We objected to hie 
proceeding that wayl but Bob Jacli:eon, when he 
waa Attoraty Genera , wouldn't agree with me, 
and the Court unaniaously held that where a 
coat plus a fixed tee contractor had to pa7 
a sales tax on lumber, that he purchased to 
construct an ~ camp, that that wae not a 
burden on the Feaeral Gonl'lllllent w1 thin the 
constitutional sense, and it strengthens our 
caae, in ao tar as the elimination of exemptions 
ot interest on tuture issues. 

Well now, could you write on -­

For him to claim credit I think is 

For who? 

For the Attorney General to say it was a 
great win. 
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When did you come to Washington, Ed? 

I know (laughter) . I had the memorandum writ t en 
before I got this note from the President, 
which made me laugh. 

Can I send it like this? 

Yea. 

Is that in form tor the President? 

~e. I t wasn' t written in the light of this. 
I had this written before I told you about it . 

But like this? 

Sure, if you want to. You had better read it 
first. He says Justice's face ia pretty red 
and so is Mr. St imson' s. 

When we send it, a copy will go to the Attorney 
General and Mr. Stimson. That is right to 
the President, and a oopy to Stimson and Knox 
(speaking to Mrs. Klotz) . 

There is a memorandum on this infonaal meeting 
that was held in Frank Walker's office last 
Friday. Herbert and Jllntlngton Cairn.s were 
there. 

You gave me a memo. 

Well, this is a memorandum as a result of that 
meeting. That waa before the meeting. This 
is after. 

Oh, all right. 

When do you want me to tell you about Krs. Geux? 

Ask Fits, will you please? 

JohnT 

-• 
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Laat Tuesday nlfht you asked for a comparison 
of the two vera one of the "M7 dear Bob" letter, 

Yea. 

I telephoned him Friday and afain Saturday, and 
it got over ea.rly Saturday af ernoon. 

Oh. Well, let ae do it this wa7, if 7ou 
don't al.nd, in order to eqe time. Jn7bod7 
who wants a coi7 of Leon Rendereon•i memo, 
"Bow fiscal po io7 can aid the work of SPlB," 
aek Sullhan, and he will furniah hill with 
a cop7, and you will also turnieh .e with 
a copy. 

You ma;r have that. I have alread;r had it 
photostated. 

Antbod;r that wants one, aak Sullivan. 

We are in trouble with the Armf· 

They are haYing Pan American llrwa;re, through 
a aubaidiar7 corporation, develop airports 
in South ~rica. 

They have asked for a closing agreement based 
on a contract the 'far Department h.as executed· 
with Pan ._erican !lrwa;re, in Which the War 
Department agrees to indemnif7 the Airlines 
comp1D7, in the event there l.a an7 increase in 
corporation taxes due from Pan American 
Airwa7Jlll a result ot thl.a activity, and we 
can't do that, al.r. 

In 1938, when ;rou were granted the authorl.t7 
to execute closing agreements 
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I know enough about it . He can't guarantee 
a111body. 

That is right. 

Well, one agency of the Government ought not 
to guarantee a private corporation against 
indemnity in the event they have to P&l more 
taxee to the Treaaur,r. 

You can write just as stiff a letter to Mr. 
Stimson as you want to and I will sign it . 
I don' t care how stiff it is because he ought 
to know better. 

There is no necessity of having a letter 
unless you want it as a matter of record. 

I would like t o have it as a matter of record 
because Stimson is always fiRhting us on this 
stuff and talks about it , ana he goes ahead 
and spends three hundred million dollars more 
t han estimated on his cantonment s and - well, 
I don 't want to get started. I am talking 
too much. But I would like to make it a 
matter of record. 

Yes, sir. 

Now, the State Department has requested that 
it be done this way, and I do.n' t kno-.. whether 
you want to - I have got a copy of a secret 
letter from SUmner Welles to the Secretary of 
War, in case you wanted to read that. 

I will leave it to you. You read it, and if 
you want the General Counsel to look it over 
as General Counsel . of the Treasury. 

We are in on it. We raised it with them. 

All right then, l et the firm of SUllivan and 

Regraded Unclassified



Foley: 

H.J.!.Jr: 

Sullivan: 

H.ll.Jr 1 

SulliTan: 

H.ll.Jr : 

Guton: 

H.lo!.Jr: 

Gaston: 

H.J.r.Jr: 

Klotz: 

H.!.I.Jr : 

Iloh: 

Viner: 

H.Y.Jr: 

Klotz: 

H.Y.Jr: 

- 17 -

Folq and--

K&des is in on this one . 

• •• and K&dea. 

236 

All right. And Gebrilovitz. You have got to 
h&ve a Gebrilovitz in there somewhere to make 
it good. 

This meeting tonight is on taxes, I suppose? 

This meeting tonight 1a on t&xes. 

The whole general problem? 

The whole general pr oblem. 

Here? 

No, at the house at eight-thirty. 

Can I come? 

You are invited. You are on the list . 

I was a little dela,ed in getting to 1ou, ~. 
Gaston. 

So is Viner on the liat. 

Tonl~t at eight-thirt1 at the Secretar,r' s 
house. 

Will 10u tell me the address? 

2434 Belmont Avenue. 

Road. 

Road . 

All right? 
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Yes, sir. 

You wanted a aohedule o! maturities. 

I just want to ·~ that I am pleased to 
announce that DaTe Korrla 1s going to be with 
ua on a perwtntiilt bash, so !r0111 now on he h 
real:l7 going to work. (Laughter) 

We won' t haTe to be polite to him 8111 more? 

What did :rou aay, Jake? 

I dldn ' t aa1 &nTthlng. 

Yes you did. 

What did he say? 

He said we don't have to be polite to him 
8111 more . 

There is a lot o! truth in that, Jake. You 
ought to know. 

Ie that wey he comes 1n and gets out? (Laughter) 

It took :rou a long time to find that out, too. 

Well, I don •t happen to have a guilt)" oonecience, 
so I can laugh with :rou . 

That is right. 

I hope the laugh i sn 't on DaTe. 

What else, Dave? 

That ia all,sir. 
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You wanted me to read an article in Aviation 
and report to you. 

Yea. 

I don't know if you want to bother about 
that now or not. 

Not today. I just wondered if somebody wasn't 
a little foolish in wri t ing that. 

I think so. 

HArold? 

George being ill, I am giving you the report 
on the sales of bonds. 

I had a cartoon out of the Philadelphia Ledger 
on ~ taxes. Ferdie, there is a cartoon - I 
have lost it - in the Philadelphia Ledger -
oh, here it is. Give it to Ferdie. That is 
along the lines you and I were talking about. 

George Buffington and I had a long talk about 
it t his morning. 

That is part of the thing tonight that I am 
going to talk about. 

'!he Record, l.!r. Seoretaey. It is Dave stern' a 
paper. 

Is that the Record? 

That is the Record. The editorial was in the 
Ledger. 

You will recall OUD meeting tomorrow with the 
newspaper people. 

Yea, what time? 
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One- thir t.y. You are aoheduled to came in at 
three. That is the broadside that has gone 
out !rca this !;eJ~rtment on that plan. We 
have about a h ed acceptances ot your 
t el egraphic invi t ation to oome to this meet­
ing. It will be a very representative meet­
ing, as well as a verr important one . 

Rigbto. 

I find that the man who did your little play 
is B. H. Johnson, and we have aalced him to 
com.e down on Wednead~J'. 

It I understand, there are three men that 
work tor us. What are their names? Johnson, 
Wouk, and a third Mn. 

Writi ng this? 

Yes. Dietz said there were thr ee. 

Al Block was one. 

Oh, Al Block is the comic writer. 

Al Block, he said, and Johnson and Wouk, "Well, 
listen, fellow, Thuracl~J' ~ not be Thanks­
giving to you but it ia to me. • 

Yea, he is coming Wednead~J'. 

You nid--

Wednead&f. I said that you asked me last 
Thursd~J' to see that he came some d&f this week. 

Oh, let's put it ott until next week, what? 

Verr good. 

It ia an awfully tight week. 

• i 
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Yea, air. 

Jake, if you are not too buq this atternoon 
with Bell and DaTid llorris, take a look at 
what ia the matter with the short-term money, 
will you? Is it the excess reserTes, increased 
borrowing, or are we doing something wrong? 
Will you? Will you take a look at it and 
giTe me a little memo on it, on tiTe years 
or leas? 

Right. 

I mean, I am just curious. I don't know. 
You might tall to lturphf about it, too. You 
can present a paper on it. FiTe years or 
leas, what is the matter with it. 

You have seen Haas' memorandum on the money 
market in New York. 

Yes. 

That is partly responsible. 

I will have to fet up on that. 
anything about t now.' 

I don' t know 

Well, I think Henry Murphy can bring you up 
as tut as anybodT, or Hi.aa. I don't aee Haas. 

Haas ia sick. )Wopby will be in rq conference 
with the Federal ReserTe people tor about an 
hour. Kaybe an hour and a halt beginning at 
three. 

This is last week's report. 

I wrote you another memo. I han got an idea. 
I m&1 not need you as one telephone president, 
but I used your name yesterday. 
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I found out about that. 

Had you heard about it'? 

Oh, yes, I got all the dope. 

Did they get in touch with you? 

Oh, yes, before they got in touch with Thompson. 

I haYe a memo on it, and I haYen't been able 
to get to you. Thompson wants to talk to you. 

You haYen't been able to get to me? (Laughter) 

He said we were to meet pereonall7 the first 
thing this morning. 

There i s something wrong up there. 

Nothing wrong except a U&n error. They shift­
ed ·operators in the middle of your talk and 
the second one made a mistake . A social error, 
it nothing else . 

There was no social error. 

No, they tell me there was no tap on that line. 

Anyway, it I can go through Beacon to Pouihkeepaie, 
I have got a wonderful semce. That wen£ 
into Beacon. The operator is a nice girl. 
Then I get hooked on directl1 to New York. 
You didn't mind 1111 bringing you into it? 

No. 

I really worried. I was talking to White. 
You heard that woman on that wire when you 
were talking. 

Yea , I heard her. 
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She waa no telephone operator, waa ahe? 

No, ~o , she wasn't . (Laughter) She didn't 
have a voice with a smile . 

I know exactly what happened, and there was 
no tap ·on it . It waa an operatot a error. 
They Switched operators while you were talk­
ing and the new girl made a mista.lce and pulled 
out a plug and put the wrong one back. There 
was no conversation on it. 

Well, the week before aomebodf got in on a 
West Point call. 

There is no guarantee that somebody isn •t in. 
You know the tricks of that trade are very 
numerous . In the good old dars of prohibition, 
I used to have tapa t aken off the prohibition 
agents• line in Newari every single day. We 
never could catch who was doing it. 

Taps on the-- . 

On the line. 

"On" or "b1"? 

On the lines. 

Taps on the tappers. 

Well, of course, Bf line is checked regular ly 
once a month from mf home to Beacon, but it 
is absolutely uaeleaa. 

That is a waste of effort. 

If those two gentlemen - let them read Hoover's 
report on it. 

Hoover' s report on it? 

• 
• 
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Which I brought back from the farm, on 
Newburgh. I would like them both to read it . 

Oh! 

Hoover has been on that now for about two 
weeks on another situation. Did they tell 
fOU about that? 

No. But Hoover has got some people that know 
the technique, too. There are plentr of them. 
The New Yorx Police Department will get rou 
a line without disturbing &nJbody else in a 
thousand-wire cable. 

Do what? 

Take a cable with a thousand pairs o! circuits 
in it and get the particular one you want. 
If somebod7 knows the technique, there is 
more than one, always. You nave just--

Once upon a time we used to do that too . 

I am surpr ised. {Laughter) 

I once had twentr-five taps coming into an 
office in San Francisco on dope runners, 
Japanese dope peddlers. Ramember, Harold? 

Yes, sir. 

In the good old days. 

Yes , sir. 

Well, anyway, between you and Norman I ought 
to get a little service. We haven't put up 
any wires for over three yoars, I guess . 

I talked to Nick Gregorf before receiving 
yol!l' memorandum and pointed out to him the 
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defense bonds and tax notes and the increase 
in appropriations, and he said that he thought 
he ~ad alluded to that, that he would trr to 
straiP.hten out the record, that he was dis­
turban after the last tax discussion, and he 
thought it was pretty late . 

Yes, but those two things that I asked you-­

I have he~J the appropriations, and I have 
gone all through the things he said and he 
never makes a:rrr recOIIIJilendations. As a matter 
o! tact , he quotes you on several things. 

Bring this in again at !our o' clock, Chick. 

I think you might want to see what t he 
National Economf League has to say on in­
flation . They recommend the purchase o! 
defense bonds and higher taxes, both. 

Bring that into the press conference . 

O.K. I would like permission to refuse a 
request from J.fr. Annenberg' s Click magazine. 
They want to make a pi cture of the De~t 
Fund.ing Commission' s table downstairs. 

Woe getting out this winter? 

I was afraid he was, but you advised me to 
the contrar,. 

I just gave you the in.!ormati on. I would 
like to take credit, but I can't. 

They saw Pearson and Allen's piece in Look 
magazi.ne. 

I don ' t know why I should do MOe any favors . 

He d.idn ' t do us any. 
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He never held up the raoing returns tor me 
tor a minute. I think he did tor SaJ!Im¥ 
Klaus, but not tor me. (Laughter) 

That is all. 

Harry? 

I got your 1:1emorandum on tho. t thing, and I 
11a.nt to read it. I read it care tully, and I 
am going to r ead it once more. Just tor your 
own piece ot mind, it isn't a matter otbours , 
take ~word for it. I mean, the crisis was 
passed t e.n or fifteen da;rs ago . 

The cr isis has passed, you sa;r? 

The particular crisis that you t hink - the 
information was vassed ten or fifteen days 
ago. If you don t understand, Mrs. Klotz 
will explain to you. If you don't under­
stand, she will explain i t to you. 

You asked to - you asked me t o speak about 
the weekl;r reports on exports to certain 
blocked countries. 

Yes . 

Do you want them to go to anfbod;r or don't 
you? 

I would like them to go to the President. 

They Should go to Economic Defense and State 
Department, it they go to anybod;r. 

All right. Well, I would send them. 

That is all I have. 

I have nothing. 
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You want to see me before when - well, I 
will try to work you - when are you going 
home? 

Wednesday evening; 

246 

Well, I will try. If no other way you could 
ride with me from here to the Naval hospital. 
Can you do it in ten minutes? 

Yes, air. 

ill right. I have got to be over there at 
five o'clock. Tell Fitz that you are going 
to ride with me from here to the Naval hospital 
eo he will let you know. 

The Agriculture CO!IIIIIi ttee are considering the 
Fulmer bill. That is the bill that revamps 
the whole lending program of the Farm Credit 
Administration. They asked us for a report. 
We submitted a draft of a report to the 
Bureau of the Budget and that Bureau sent a 
copy of it to the Farm Credit Administration 
for its comments . They called up this morn­
ing and said that the{ had a few questions 
about some of our ata aments and aaked for a 
conference. He came over and conferred with 
Dave Korl'ie and Baas and hia people about 
our report. We hadn' t definitelf recommended 
against the bill, but we had criticized cer­
tain sections, certain parte of it. We 
recommended, or •uggeated, that the Federal 
Land Bank bonds all be guaranteed and then 
the bill only provides for a guarantee of the 
outstanding. Out of thia conference grew 
two suggestions. ?~en we suggested a guarantee, 
one was that the Treasury treat these organiza­
tions the same as we are now treating all of 
the organizations that issue guarantees, 
borrowing the money directly from the Treasury. 

I am not getting it, Dan • 

.. 
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Then maybe we had better take more tlme . 
Please. 

247 

Is there anr deadline aa to when the;r wanted 
a decision on it? 

The;r would like it fairl;r soon, because the;r 
are working on it under a good deal of prea-
aure . -
The;r are working on a bill. 

All right, take another crack at me. 

You want me to do it now? 

Not now. 

O.K. 

Let • a see how we get along tomorrow, will ;rou? 
I have got no ~ppointmenta tomorrow morning 
except for thls tax thing. I don't know how 
long it will run. 

All right. · That is all I have . 

But an;rthlng we do now, please make aure that 
it lsn•t on theae reports, that will conflict 
with~ statement before the 8,yrd committee 
;rou see. You know, an;r report that goes out. 
I think I sent ;rou (Fole;r} one . Was that all 
right? I asked L!iaa Chaunce;r to speak to ;rou 
about it on Fl'ida;r. 

Yes. 

• • 
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There is nothing in conflict here. I think 
it carries out the policr rou have adopted 
in connection with the other organizations 
that are issuing guaranteed securities, 
except we are going a little higher on the 
rate. 

Well, look, so that .I don't hold rou up, 
1t rou and Dan .l&orria and a111bod7 else are 
satisfied, go to town on it and leave me 
out . !eep it moving, will rou? 

ill right. I thinlc it is all ri~t the flq 
"' agreed upon it. 

I! rou and Dave agree on it or 8.111bodf else 
that is interested, but keep it moving and 
leave me out of it. 

All right, we will make the decision. 

You ~e the decision and I •ill be satisfied. 

All right. 

And Brrd told me that XcKellar r ead his state­
ment to him over the telephone. He said he 
came out in favor of rq testimoey. 

'ftlat was Saturdq. 

Now the newspapers printed it as though it was 
criticism. 

The one I read wasn't critical. 

I sent Chester a COPT• I t came out on the 
UP wires Saturday as verr favorable . 

William said he • as verr favorable. Said he 
real!T went to town on i t • 

~ ' •• 
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William.? 

William Heffelfinger. 

I thought you meant Aubry Williams. Harry 
is looking after him. 

That is why he i s in the soup. 

There are all kinds of soups. (Laughter ) 

All right, Dan? 

All right. 

You and Dave Yorris take care of that. 

I just want to report on your telephone. 

Do you nant to stay a minute? Would you and 
Mr. Barnard stay a minute. And Harold, if 
you get your meat butchers lined up, I will 
come right downstairs. I will be there in 
two minutes. 

Yes, sir. 

Do you (Foley) want to entertain the Swedish 
llinister while I have my picture taken? 

Sure. Why don't you see him and turn him 
over to me and I will talk to him. 

I have got to do the meat butchers. They are 
more important t han the Sl'edes. 

We are not going to do what he wants, so why 
don't you shake hands with him and shoo him 
down the hall? 
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(~. Gaston remained after the conference to 
tell the Secretary he had been in error when 
he said he had called the Collector of Customs 
at Port Arthur Saturday afternoon to tell 
him the oil designations had been checked, 
and the oil in question was found to be low 
grade. Mr. Gaston had actually telephoned 
that information earlier in the day.} 
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FROl.!: Mr. Gaston 

November 17, 1941. 
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Stories in the newspaper P.U. on Friday and Sunday 
purport to reveal that sh1pments of aviation gasoline and 
aviation lubricating oil have been going to Spain and con­
tain the intimation that the State Department hes been con­
cealing the facts . The stories are based on copies of the 
weekly Treasury s~ry of exporte of petroleum products, 
scrap iron and scrap steel from t he United States to Japan, 
Russia, Spain and Great Britain as shown by departure permi h 
granted. Our report for the ~eek ended November 8, 1941, 
shows avi ation lubricating oil in t he amount of 40,520 barrels 
as having been shipped to Spe.in. This ie an error. The 
material actually shi pped, which went on two vessels, the 
CA!lPERO and the CAMPEC!iE, both of which obtained departure 
permits on November 3, was 40,520 barrels of lubri cating oil 
of Export Control classi ficati on "R", which is the very lowest 
grade of lubricant . The error was made by the office of the 
Collector of Customs at Port Arthur, Texka , which in its wire 
to Merchant Ship Control requesting the de~arture permit classi­
fied these shipments as lubricating oil "A • The "A" classi ­
fication is not used by Export Control, but this designation 
orit inated in Treasury Research and Statistics at the time we 
started this system of reports to desi&nate the highest grade 
of lubricating oil, that 1s, aviation lubr icating oil and 
aviation gasoline. 

Stone of the Nation and P.J.(,, who wrote the stories , got 
in contact wi th me on t he telephone last Friday evening. He 
had already written his first story. He had endeavored to 
see me Friday morning but I had been unable to keep the en­
gagement having been detained at the Department of Just ice. He 
told me over the telephone that he had written the story, based 
on one of our reports which he had seen. He would not tell me 
where he had seen i t. I was unabl e at that time t o give him 
any informat ion about the discrepancy, telling him merely that 
our repor ts were based on information received from the Col­
lectors of Customs. He saw me Saturday morning and informed 

' 
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me that he had been shown the export licensee at the Depart· 
ment of State and that none of them showed any aviation lubri· 
cating oil. ill I could tell him at that time was that we 
were investigating the Ill!. tter and were telegraphing Port 
Arthur to check on the in!ormation we had received. I called 
him shortly after noon to s~ that we had checked the export 
license numbers given us by Port Arthur at the time the de­
parture permi te were gran ted against the actual licenses at 
the Derartment of State and found that the numbers covered 
onlf low grade lubricating oil. Late that afternoon Pollio 
read me a telegram from Port Arthur in which the Assistant 
Collector (Gunter) admitted that his dispatches had been 
erroneous and I gave that information to Stone. This, however , 
was too late to catch hie Sunday story. • 

At the time he was in mf office on Frida1 wai t ing for 
me Stone made several telephone calls, one of which was to 
Dean Acheson in the Department of State. He told Acheson 
that he had seen a Treasurf report listing aviation lubri­
catin~ oil shipments. In a telephone call to his own office 
he sa1d that while he did not actually have the Treasury re· 
port he would get a copy if he had to steal it. · 

The Division of Research and Statistics has been com· 
piling these weekly reports since July 29, 1940. They are 
based on daily reports supplied by the Office of Merchant Ship 
Control, which in turn are based on the telegraphic applica­
tions from Collectors of Customs for departure permits, which 
in the case of petroleum and steel l ist t he quantities con­
tained in the cargoes and the export license numbers . 

Stone admitted to me that he knev1 that our reports were 
confidential, that they were not prepared for public circula-
tion and that ha was not entitled to see them. He refused to 
tell me where he had seen t his particular report. lie said, 
however, that our reports showed other quantities of aviation 
gasoline and lubricating oil going to Spain and that after I 
had told him that this particular information from Port Arthur 
was manifestly erroneous he wanted to know whether the other 
instances were also due to error. This I was unable to tell 
him. 
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On Saturday morning I called in Mr. Tieton, who ie in 
charge of preparing these reports, and asked him to check 
back on our reports and suggested that our system should be 
revised to prevent errors of this kind. There is an oppor­
tunity for error in the fact that we are not using the 
present Export Control classifications. 

Outside the Treasury these weekly reports are going to 
The President, the Secretaries of State, War, Navy and Interior, 
Admiral Stark and Leon Henderson. Within the Treasury they 
have been going to you, Mr. White , Mr. Cairns and to the 
Office of Merchant Ship Contr ol, in addition to my office 
which has been sending them out. This list is the same as 
the original list which you gave to me on July 27, 1940, with 
the addition of The President and Leon Henderson. Those 
sent outside the Treasury are all delivered by special messenger. 

Article 1275 of the Act of August 23, 1912, provides 
that statist ics of imports and exports are to be compiled and 
published by the Bureau of Foreign and Domestic Co~~erce of the 
Department of Commerce from data supplied by the Collectors of 
Customs. 

Article 1278 of the same statute rermits Collectors to 
supply to trade papers, trade organizat1ons and commercial con­
cerns such statistical information regarding the foreign trade 
as may be available f rom the records kept for the purpose of 
making reports to the Department of Commerce, but prohibits 
them disclosin& individual transactions, or names of importers 
or exporters. Customs regulations prohibit the Collectors from 
disclosing for publication details of their official activities 
except under special authority from the Bureau. 

An amendment to Cuat.oms regulations, put into effect 
since the start of the war , forbids the disclosure of any in­
formation at all for publication during the effective period 
of any proclam.ation of the President that a state of war 
exists between foreign nations. 
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H . D .~I . 

WR. WHITE 
Branch 2056 - Roo111 214} 

Regraded Unclassified



. 
• 

255 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OAT& !/OVClllber 171 1941 

TO 11:r • 71h1 t e 

Lir . Ullmann 

Subject• U. S , petroleum exports to Spein 

l. In A\liwst, l.:r. Gaston was infomed !rom ?crt Arthur, Taxa.s, that 
thera were strons inciicauons Ul&t our oil ahl.pcents to Spain wera 
be1116 tr..nsahl.pped to the Germns via r&ilroad, Genr.an tankers, and 
tar.lcer trucks . The State Deparll:lent reclll.ved a1mil&r infoR>atiC>D. 
(See attacbed exhibit, "ith excerpts ot ceaaaces . ) 

2. In Septed>er, the Treasury Department cttered to have one or its 
e=ployaes (or Spanish descent) secretly SiCJled on as a crew metlber of 
a Spanl.ah tanker . The State Department did not &ccept this otter -
stating that it was aasured by its representatives in Spain that this 
oil '11&S not transshipped, and !!>.at it believed no further investigation 
necoseary. 

) , In September, the u. s. Govel'!\!Mnt consented to tho transfer of 
the t ankor "Santa Helena• £rom Panamanien to Spanish registl:"J - despite 
tho strona appearance of duress by the Spanish Governr.>ent (which had 
jailed the boat's 01m0r) . 

b. In 1941, up to 1\cv...Wer 6, the Unit ed Stotos exported 2l!J , OOO 
barrels o! lubricating oil to Spain , 

The Garties estimte of lubric3t1ng oil conoucption in Spain in 
the years 1936, 1937, and 1938 was 100, 000 b&rrela per year - at a 
tiloe when Dechanized war!are was going on. In other words, we have 
sll.ipped oil this year at a rate core than two and a half u ... s the 
esticated consumption in civil. war years . This could be related to 
the notabl<> Gen:an deficienC'J in lubricatin:; oils , 

5. ..a hnva axportod to Spain this year, 6761000 barrels or fuel and 
gas oil -- or at the rate of a million barrels per year , 

This is bolow the l,3 million barr els ea~ima~ed conSUillpt ion in 
1938 (Onrfias estimate) - but this year h.lS aeen sever e r ationing ··•hll• 
1938 wms a wnr poriod, 
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6. • ..... uporWd wn,ooo ~· ot guolil>l - or at tbe rate 
of )70,000 ~ par 7NZ'• Tb1l 11 wbat.aotiall;r bU .. tba 2 .3 
llill1CD bUftl8 11t.1Mt.d Spuliab CCIIII\IIII)tiOD iD 19)8 • 

.&&&in, '-r, all. iatomatl.on 1Dd.1oat•• that rationing bel 
bec aewro and. M:T ba'" ouzotiUed a:uoliDI CODIIIJIPtion I'Jb&t1Dt1ally 
..,... than 0111-tou.rtn. 
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Unit.ed St.o.tes Slq>ort.s o! Petroleum Products to 
Spain, January 1, 1941 - :lovember 8 , 1941 

(Thousands o! Barrels) 

Fuol a.xl 
Gao 011 

Qaool1no 

178. 8 
)0 8.0 
s 

39 67.0 
101.s 11.0 
1)2 64.0 

61 1)6. 4 
14).1 
lS.S 127.7 
44.6 67.6Y 

127. 7 

- 44 \leeks 876.4 481.7 y 

Includes 1 , 6oo bblo . aviation gasoline. 
o9 percent (427 ,100 bbls . ) r<~port.ed as high octane gasoline . 
Includes 1,84S bblo . aviation lubricating oil . 
In:ludas 7$0 bbls . or transfomor lubricati~ oil . 
J.vhtion lubricating oil 

u. s. Tre~aury Deparment, Office o! :.:ercha.'lt Ship Control 
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Lubricating 
Oil 

12.9 
22.0 

3.4 
20.$ 
42.8 
24. 7 ~ 49.6 
2.0 ?I 

41. 7 

219.8 
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J. , Bxcerpt trcc ~attar ot AU(IUat 23, to the Departmect of State trCIIIl the 

usiatallt Coll&Gt.ar ot Cu.tou, 

Depar1aent of State, 
Bxport Control Dhiaion, 

'fasn1Dgton, D. C. 

Attentionr J,lr, Cooper. 

Sirr 

I rater to cur cc:nveraation OTar tbe telephone tbia aorn1ng wherein 

I referred to the widespread local opinion that the enr-1ocreaa1nf 
Splniab tl.eat ot tank nsaela &ra delharin& to GerJoan7JNCb ot tb• 
petrolewo products beilli lioansed b7 tbe State Department tor sxport 
to Spain . 

In CCllllpl.1anoe witb 70ur requeat that I furnish you with a ...,.orandum 
o! tile into ..a tioa w1 tb1n lillY lcncnrladge touobing upon the pouibility that 

tba petroleua products llc.,.ed and cleared t 1'0111 this port on board Sp&A­

iab nsaela bound tor Sp&niab porta, I a 1oclosing a copy ot a writtaD 

_,orandua made b7 the x-1&rat1on ottl.cer in Charge at thio port upoa 
con.,.raati CXIII held qy him w1 tb aeveral ot tbe oftl.cars and crew ot tha 

Panamanian Steauhip ST IIELI!li.l ncnr in the process or being taken o•er 
b7 tba Spaniah Qovemment and made a unit in tbs grO'IIios Spa.niab neat 

o! tank veeaela operatina bet'""" bore and Spein. Tbio -orandua wu 
ude in the preaence of a D\lllber of interested locel gOTirment o!t1c1ala , 

1nclud1ng a llaftl Intelllpnce otticer. I hand you tb1a -aranda tar 

whatenr it il worth. 

In paragraph No. 9 ot the -arandull, wbere .38 German veaeela &ra 

saki to have been aeen in the port o! V~o, Spain, let •• add that tbie 

occurred in August, 1940. 

Ole ot the otticera said be bad obserwd French nsalll operatini 
betnen ports in Spa1J> ODd in QeJit&D occupied France, 'fe take thia to be 

equinlent to trade betwean Spa1J> and GermmJ, 

It is the opinion o! tha retiring Pan&III&Dl.an maater of t be ST !!ELENA 

that petrole\1111 products and other ailitaey aupplils are being eupplied to 

GermalV b7 Spain. 

Tbs new auter of the ST lli!Lml.l. tald.llc OYer under the Spanish tl.&e 
appeara to be a br1lllant md truated Spaniab oanl ottioer, It 1a said 

that be baa been ....t b7 German a111taey ottioera on bia arriftl in Spain, 

Tbio Captain Padres &I\YII he does not knoW what is done with the oil attar 

1t 1a cieli'l'ered in Spain. 
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DI.Yieion ot -tarT 
llaiMZ'Ch 

OUr iD!ol'll&t.iCD il that. Jlr. T. biber, reoent.l..r 0111t.c1 ClaU.O 
o! the Board or Dl.ncrt.are or Thl TIXaa CC~~~p&DT, is retained by that cC~~~p&DT 
aa a good-w1ll agent at a eal.ar.r or $20, 000. 00 per &Mila, and that ha 11 

the exoluehe uerican purcbasilll: agent tor tbe c • .t.. 11. P.s • .t.. linl 
of Spain, an agmc.r o! tha Spmiab Ooft......,t and operator ot the 
oil t&ndr neet C&l'l'7"1D& oU troa here to 9pain. I .. eure tlat the 
~t 11 tmua...,. with the .f'acte aoo:l ci,.,_tanc .. wbicb lead to 
b1a retir-t trca 1'b8 \'«xu C011paey a )'l&r or eo ago, SDcb aa b1l 

con.f'idtfttial. dMliD&s with a Ocw.D aeeot 1D llew York, and bia ...... 
noct.ion with b1a cauei'l& The Texas Cooapaeyta tankara to cleliftr oU 
to the Franco Oover,..nt 1D SpaiD duri'l& the Spaniab OiYil 'War but 
on clearances md. Dlliteate lal.ael.Y abowiD& the veeaela to haw bMD 
destinad to Frlii>CI O.r ... e Other COWltJ1:7 1 tor wbicb Yiolat.iODII tb1l 

ot.f'ica aaa11aad and colleot..t $22,000. 00 1D fines tr.:a Thl Tex&ll c~. 

n appeered that these oil abiplllllta to SpaiD were 1D collaboration with 
the Ce1'111811 aid to SpaiD. 

There are eiibt Spaniah vesaels 1D port end anchored ott ahore 
todriY awa1UD& cargoes trcro The Tax.u 0Clllll)loey' on export licenaea, 
sa111ng permits and navicert•; a.d other vessels ot tbia Uno are 
anroute bare tor the - purpcee. Tb1l Spaniah trade ia beco~ 
the larseat pert ot petrol- exports trca this port. U theae exporte 
are goi'l& into the ~ llilituT operations, th1a 1a a aeriaus ..attar, 
aa I see it. 

Wbether there i .e a raaaon .f'or it or not, the operators or these 
vassals baeitete to brine their vessels into port until the export licenaee, 
and s&UiDg paraita have been grantad tor tho eargo .. d vessel to depart. 
Could tbia .,., thet the operators knGir t hat there 11 good roaaon CD the 
part ot thia Oo ............ t to refU.se the licensee and aa<Hnc peraitS .. d 

f ear that aucb reason will become knawn and be acted upon by thia Oove,_nt 
and t bat the operator ia pl8¥1'1& as a ate as poaaiblo by keepi'l& Ilia vea .. le 
outaide until .. cb case baa been acted upon r-.vorably? 

B. Excerpt from 1Dternew (August 26) of Inspector 1D Charge with llaater 
and Eng:! n•r ot the Spm1ah ... seal. 

S. Si.Dce JuDe 1, 191.0, the toll~ tankero have arrhed 1D this port 
!1:'0111 SpaiD or Speniah Canar,y Islands and departed !or SpaiD or Canary 
Ialeoo:la , all of whl.ch, to tl» beat intol'lll&tion avaUeble , are awned or 

chartered by tho C..t..II.P.S • .t.. liDao 

1 . C.t.IIPAS S. CAIIPILO 9. Ga!IIO 

2 . C.t.IIPffiO 6. caJlPQliiOR 10. ZOlUI05l 

3. C.t.IIPl!CIIB 7. c.t.IIPI1ZA!IO ll. RD!l!DIC6 
4. c.u!POIWil!'l: 6. CASTILLO CAIIP.t.IWUO 12. PAN All 

1). lWlWl!l1 14. SAIITJ. liELEIIl (c.u!PD::IW/0) 
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Reee&rch 

A report haa been recsl.ved that another veeeel, the CASTIU.O 
I1&S just beano hertered by tho CCIIII"'QY and 1a dua to arrha hare shortl.J', 
while still another "'seel 1a under coru~tru.otion in Spain, 

6. This nwd> er of veseels 1a in excess of those operated by the C.A. I.!.P.S.i, 

line prior to the revolution in Spain, There are several Spanish tanke.r a 
nJ.ting ott the bar at Sabine at the prosont time !or export licensee; 
and, accord1ng to an1l •bJe in!omation, tMre will be tan C • .l. l!. ? . S.A. 
owned or chartered tankers anchored ott Sabine by Septez:l:>er 4, .191aJ., 

7. Although .. ore tankers are operating then during notmlll. times prior to 
the revolution, gasoline was plentiful then in Spain end ie rationed now, 
In !act, practie&lly no moro vehicles operated except those in the service 
ot too Sraniah GOvei'DIII8nt or officials o! other g>vemments located in the 
countr;r. .llthougb there are _.e petroleua products, _.e wheat, tob&e«>, 
and other oo:moclities in Spain than ever before, yet t hore ie no bread to 
be had other than a small supply o! black bread, and no tobacco at all. 

6, Continuous rai 1 traffie from Spanish ports through France to oennany 
carries these products from the seaboard, 

9. At oae til:lo c:lur ing the present war, 38 Genoan vessels were tied up in 

the harbor of Vig> , Spain, 12 o! which were tanker s . It was stated that 
these vessels were .,o.,..d from Bilbao, Barcelona, and other ports to Vigo 

because Vieo was a groster distance !rom the French frontier, 

10. The cargo vessels anchored at Vigo move outeide the territorial waters , 
usually at nigjlt, to furnish provisions to service vessels of Germ~~ty; and 
oenoan barges csrr;r fuel oil from the Tonnr s to subo:larinos, Although the 
Oen:oan tankers have lc>llt since been 811ptied by the barges , the barges still 

continue to IIOVe out at night, loaded, C.A. Il. P.S • .l. line Yeaaels still 
unload at Vigo , as well as other Spanish ports . 

ll, In August 19!.0, four Italian tankers were seen at La Palma, Canary 

Islands. 

12. C. A.li. P. S.A. line tanlcers discharge part cargoes at La Ptllra and then 

proceed to continental porta . 

13. The C . A. !.:. ~.s .A. line muter mentioned heretofore is a graduate or the 
Spanish Naval Acadell\1, was head o! t oo naval intelligence service t or t ho 
republican gove~nt during the revolution, ned to Spanish Uoroeeo when 

tbe republic cause waa lost, returned to Spain after tho revolution, ,..., 

imprisoned tor a t.i.me and released wit.hout trial, He wu not only r estored 

to his us tar • a position on a Vllssel operated by the n'"' g onnment, but 1a 

a special representative o! the C • .l.li. P.S.A. line , Thia caster declines to 

•ay poeitively that c .A.M.P.S • .l. 1s supplyinr; Oerman and Italian land .,d 
naval forces, but eays he has reason to beliow such to be the case. Ha 
states further that b.e does not know wtur.t becomes of the cargoes after the 
vossels discharge . The encl.neor waa more cOI:II:Illnicative than tho master, 

and gave more io! anoation. 

-• 
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]J,. Tb&t part ot the aboft data 11111ch na DOt etatecl b7 the t'IIO otl'ic•a 

11ont1oned 1o aupplied !1'0111 tilu ot thio ott1oe1 alld., in addition thereto, 

1t it !OWld that a..tain 'fMMla ot the Standard Oil CC~~PA~V baw oarr1e4 

oil to Spain 4vin& the pan tnlw -. apacitioal.JT the SUVJII ~. 

which arrind troa Bilbao, Spain oo ~~ 18, 1940, and eG.led tor 

Spaniah porto on N-•r 20, 194o. J'urtha~W>ra, the Nn Ycrk llaritilla 

Recilter a~ tJ::at fbi Tau C~'• P•"•·•n1an tanker •ND Y<Jll" baa 

rada oo.,.ral. tripe betwoan Corl.nu alld. TtDaritte, C41DarT IalW•. tbo 

quest1011Abl,y the Spaniall aainland and tba cana.,- Ial&da baw recei't'Od 

...,.. oil durin& the paat ;year than oon posa:lbly be oomua4 by the 1J>­

dustr1oa ot that nt.tion. 

c. Excerpt !roa talet,ype aea~ of .l"'"'t 26. I 'I' 'I 1 

Intnoation hca .-.or alld. co .. eraationa p1cl<ed up troa c.rew .-bare 

ot tbaae ftlaala indicate thet 11111le p~ all ot these caraoe• are 

actually Wlloadod 1n tba portl ot destination aa shown by clearance p1pora, 

there are both O.l'UII and Ital.1t.n naMla in the porta which are loadad 

tro• the shore atoraa• alld. tbat probohl;r all ot U t1llda it1 wa.y to 

o.naan:r and Italy. Soae reporta are that there are racular tank oar 

railroad departures trom Vigo to Get'llal\1 throuch unoccupied Franoa t.aldna 
tbeso proQ>cto to Ge~. J.llo, Italian tankers dep .. t tor porta in 

occupied France. There ora so• reports that ,...., tank tNob liDIIa 

operate trOll tba Spanioh porta to Genllll:r tbrC>lsh moooupiad Prance. J.n 

ongiJieor on ono of the Cempaa tankers 1o allesed to have stated tb&t clu~ 

~ laat .t.uguet be .- .)8 Geran nseala in Vigo, twllve ot which nre 

tankara. It 1a &lao r11110red that it ia not unco...,.. tor Italian ftaaala 

to obtain oll in La Pal..u alld. tanaritte cana.,. Iolande. llr. Pe<lr&a, 

new muter ot tbe tozar P•ne=pn1an Santa Helena now Spanie.h Oupeohano, 

aal.e ot wb1ch na cCIIIIpleted ;yeatarda;r, nid to ac-t SUplon 1114 J.aat. , 

Collector Gunter that ba 1a 111 officer in tb& Splniah nu;r, that all ot 

the maetera ot these veoaela are oul.h officera, that the carsoes ot these 

nssala are taken into the porta to which cleared, bitt tbat in Yin ot 

the he&YT obliptiaoa ot tbe preaont Franco s«ern.at of Splin to ~~ 

11hen Genaan veaaala call tor oarsoea ot oll 1 t 1o neftey re.tuaocl aa there 

ia little elao that can be done. He oleo pointed out that while there i1 

now 1/!UCh more p1troleua products beinll ~rted by Splin than aTer before, 

there are pract ical.ly nona to be bed b7 the populace 1114 tb& seneral. 

ouppoaition is that it goes to Oerman.Y and Italy with •trona ind1cat1ooa 

that it 1o dno to preoaure by ~ that it 1o beJ.ne: imported. '!'here 

are aloo reports that 1181ber toraerl;r with ,..,..,. CCIIIJIAIV io now good-will 

and purchas~ asont tor tbe Cazapaa line 1n the United Stataa at a •al.&:7 

ot twon t:r thousand per annum. 
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T REASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

oAn November 17, 1941 

Secretary J.'o r gent be.u 

!.lr . Kuhn 

Reuter s , the chief llri tis!- news a~ency , had a 
text of your speecl in its ~ew York of!'ice and 
cabled all the sal ient points to ~n~lena . This 
rrobably explains Ambessa.:or .. inant • s cable . 

Robert i;heri,OOd. tells me that lon§ extracts 
f rom your speect wer e br oac.cast all over the v:orld 
by stort ~ave rac.io . Le sajs he has ~ritten you 
11 letter sl-owing exactly 'l!hich pacsages ,.~re 
emphasizeo for short wave purposes . 

:J: !C.. • 

• 
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November 17, 1941 

On my Beacon 211 telerhone yesterday , in a 
conversation with Harry .'Jhite , s Newburrh subscriber 
came in on my conv~rsation . I was very much upset 
and angry and the Chief Operator there , who was 
bandlin~r the call for me , insisted it was t!ewark, 
but I insisted she was wrony. 

They sent two men over to see me and they 
arreed lt was a Newburgh subscriber. I hed a similar 
experience the week before . 

I then sug~ested they route me via Beacon to 
Pouj!hkeepsie where they have a direct wi r e to 'liashineton . 
I used that once and got an excellent connection. The 
Poul!hkeepsie Chief Operator was delip,hted; said she 
had not handled my long distBnce calls in years, and 
the reason I am tellinp you this ie because the tele­
phone company , at QY suggestion, is ~oinr to contact 
you . If you don 't hear from them by this afternoon, 
please j:et word to the Ne1r York Tele~hone Company 
that until further no t ice all lonf d1stance out~oing 
and incominy. c•lls for me should be routed throu~h 
Beacon and Pou11hkeensie and if :'OU have any trouble 
please contact the Pr esident or the New York Telephone 
Company , as I told them if I could not yet service 
I was poing to ins ist on puttinc my own operator at 
their switchboard while I was at the Farm. 
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Weeting hel d at Secretary's home . ) 

Pre&ent : 

. . 

li .l:.Jr : 

't'arl eo.u : 

E.L: .Jr: 

Tarleau : 

J.lr . Kuhn 
Ur . Ba.rnard 
J.lr . role; 
J.lr . Buffington 
}.{r . Viner 
J.lr . Tarleau 
Air. Foley 
!.ir . J.:orris 
J. jo . Sullivan 
Mr . Kades 
l!r . Gaston 

' Mr . Bell 
Mr . '•lhi te 
ltr. Blough 

The reason I asked you gentlemen out to 
spoil your eveninc by coming here, I had two 
things in mind. Tho first thing is, as 
long as I have been here in the Treasury we 
have never gone out to try to sell a tax 
~rogram to the public . I mean, really sell 
i t . I suppose we have had wha~, four cillion 
people who used to pay taxes, Tar l eau? 

That is right . 

And now supposedly on the books there are 
nineteen mlllion. Ri~,;ht'l 

It is getting up that way, yes . 
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And we have more than doubled the amount of 
revenue we want to get , I think we have to 
go out and really do a selling job to the 
public t o get them to receive this thing 
in good humor. I think we have to, throul!:h 
Internal Revenue, have ambassadors of gooa 
will, just as many of them as possible, and 
I thi.nk it ie just as important t hat the 
taxpayers should be happy, within the r ealms 
of possibility, and that we should be just 
as aggressive as the financial page of the 
New York Times is on the other aide . 

We have never done this and I think in a 
vecy short period Buffington has been able to 
catch hold of what I wanfed on the tax notes 
and· he has gottan out thirty million of thea& 
circulars, something like that . 

Thirty- three million are out and t hirty-six in 
process . 

When I get up that high a couple of million 
doesn't count. We got the banks to put them 
in their statements. So far as I know we 
haven ' t had a complaint , It is absolutely a 
unique undertaking, to get t hirty million 
copies of Treasury literature put in the banks 
to go out on a given date, and I think it is 
going to do a lot of good. I think we in the 
Treasucy have just got to do the way we have 
in Defense Savings Bonds, I mean wild up a 
staff to do this thing. We have got to have 
speakers . One of the particular things I have 
been thinking of ia the possibility of having 
a radio forum. I mentioned this befor e, where 
onoe a week - it might start with half an hour 
and if i t is wortb1 let it grow, Ylhere we would 
put on - what I was th.inking of particularly 
was this, Unless we go on the air - go to the 
people and explain to them what the loopholes 
are and atop up the loopholes first, I don't 
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believe that we can expect to increase our 
taxes by fifty percent more but if the 
people feel, the masses feel that - ~11111, 1! 
ever¥body is p~ing, then I &m willing to pay, 
but 1f somebody escapes , well~ if they escape 
wcy should I have to pay more, and particularly 
the little fellow, 

Now, we have gotten licked every year on our 
community property and our tax exempts, on our 
depletion and so forth and ao on, and I think 
we have got to go to the public and explain 
it to them and say qui.te frankly, "If you agree 
with us get in touch with your Senat or and 
C~ressman!' and so forth and ao on. If we 
don t we will be just going around and you 
will have a sore spot in the body of this 
republic which will get worse instead of bettor 
as you have to get more money. \'/hat I would 
like to see is for us t o go on and attempt, 
say one e a week, to devote one hour to 
expi aining community property, what it means 
to a person who lives in California and one 
in New York, and then invite questions and 
answers . Then the followi ng week take a half 
dozen questions and answers and answer them. 
Then invite other people to cane on the progr.m 
and state their case and we will answer them, 
just the way this \lashington Forlllll of the Air 
is run. They have different cases and they 
discuss them and have a QOderator and so forth 
and so on, 

That is just one idea. I think we have got 
to have peopl~ thinking about ~t, I mean having 
dozens of ideas, so t hat between now and the 
firs t of January we acquaint the public 
certainly with the more important loopholes 
and it is an entirely new kind of )thing . I 
think the most important of all 4i through 
Internal Revenue, John; we ought to have enoul?)l 
peopl e trained in a school so that if the 
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taxpayer wants to go over any time and tell 
his troubles, there is somebody there whose 
exclusive job it is to get this person the 
answer that he wants , even if i t is only a 
matter of a dollar and fifty cents, but we 
would run that school so that these people could 
come . \'/e will tell them that they can go to 
a certain place, not an the thirteenth of 
March but any t ime, three hundred sixty-five 
days a year, and there is somebody there to 
sit dorn l'li th you and explain this thing. 

Now, we can't win this r1ar unless the people 
that are going to pay the bill at least know 
r:hat it is all about, and it .:.s our job in the 
Treasury to do an educational job, to let 
tham kno;1 what it is all about. I am not 
blaming anybody, I am not crit icizing anybody; 
we have just never done it . We make an 
occasi onal speech when Mr. Blough is fifteen 
minutes late and it mskes it that much more 
diffi cult. 

{Mr. Blough entered the conference . ) 

But as I say, there are two thin~s . The first 
thing, I want ed t o start this thtng and then 
the second phase tonight is, I wanted to talk 
about how we are going to organize the Treasury 
to get out the tax bill . I would like first 
to liear frcm~ anybody that has any ideas . You 
can agree with me or disacree with me on how to do 
this thing, Roy, of going to the public and 
acquaint ing theo witli - selling the taxes, you 
see , 

I have talked to Buffington about it . He made 
a swell start on tho tax notes but the meeting 
is open now. I have talked longer than I 
usually talk. Anybody oan talk who wants to . 

Well, I have felt lately that the policy we have 
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adopted in the Treasury of not talking 
publicly about any tax measure until we 
have presented it to the House Ways and 
Means is a polio{ which we should re-exsnine . 
We have gotten s ung on every tax bill that 
I have had anything to do with and I can under­
stand the reason for that practice and the 
desire on the part of Treasury not to offend 
the prima donnas on the lUll but we got 
stun~ so very badly on this iast one that I 
am aLmost of a mind to recommend that you 
have Ur . Doughten and Senator George in and 
say, ~ow we can't do it this way anymore . 
There is no such thing as an executive session 
where confidences are kept and hereafter we 
think we will have t o tell the country at the 
same time we tell you." 

So far as taking the fight on loopholes to 
the country is concerned, I am very much in 
favor of that, but I think that that practice 
of weekly radios should not start while the 
~~th-holding tax ia pending. Now, if it is 
still possibl e for us to put that part of our 
bill in and hope for early enactment, I would 
then recocmend deferring your public discussion 
of the loophole t hing until af ter the with-holding 
tax had been passed. 

Well, after ~ experience on the lUll, I have 
got to re-examine the whole question of with­
holding taxes . I ~ not sure that it is rigbt . 

Well, I think t hat i s something else, but I 
don't think you should --

I have got to go through that whole thing again. 

That is what I understood we V1ere going to do 
tomorrotv and the next day. 

Yes, but just let' s talk for a moment about the 

. 
• 
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present tax bill, the bill which is on the 
books now. I mean1 letting the public know. 
Let me ask you, John how are your Internal 
Revenue officers equipped? I mean, if I 
dropped in to Internal Revenue and said I 
wanted t his thing explained, ia there some­
body there to explain that? 

Any day of the year in any office. 

Yes, that is right, but there is another 
point, you know, John, tl».t I think you might 
m.ention to the Secretary end that we might 
have to r e-examine . There have been c<~~~plainta 
that at times when the;r have ~ped in the 
man comes in with a return of himself and his 
wife and says, "\'/hat should I do about this? 
Should I file a jolnt return or should I file 
a separate return? What ia the right thing 
for me. to do under the circumst ances?" And the 
man gets advice. 

Well, eventually it turns out that the advice 
isn't good. The man tells him to file a 
joint return or file a ahf!rate return or 
the Revenue Agent tells something an which 
he relies hut he ia all the Wlf dOllll in the 
liierarchyl you aee, of the Interna1 Revenue 
Bureau and the man up on the top aays the 
Internal Revenue Agent i a wrong and the t 
causes a certain amount of resentment. You 
know some of the l etters we have gotten in 
about that, John. It ma;r be we ought to do 
more then just continue the present practice 
and that is to stick by and stand by anything 
that is told to tha taxpayer by the man down 
below. Give him the feeling not only that he 
can come in and get advice but that we will 
stand by it. 

I don't want to get into that much detail 
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tonight because this meeting is only to run 
until ten and I don ' t want to get as t echnical 
as all that. You are getting too technical 
for me . 

I think you are quite right in what you are 
heading at, Ur. Secretary. Friday afternoon, 
wasn't it Friday? 

It was Friday, I think, Thursday or Friday. 

Friday morning Herb and I had a talk along 
this same line and I had Commissioner Helvering 
and Tim Mooney and !lorman Cann and Vic tor 
Self, vmo is the assistant to George Schoeneman, 
and we went through the whole thi ng. 

There is now be~ prepared - and it may be 
ready in the morn~ng - a memorandum from th~ 
as to just what they do on fUblic relations 
work, particularly as the t1me for filing draws 
near; and in t hat memorandum will be a list of 
the radio broadcasts and the number of men from 
the local collector's office who are available 
to go out speaking to labor unions and Kiwanis 
and the rest of the service clubs, and a list 
of the newspapers in which the running story 
is carried. 

I have seen that stuff in the past and it is 

Each year, at least recently --

It .has been quite good the last year or two . 

In the early spring somebody comes out from 
the Internal Revenue Bureau to the University 
and ia available for two weeks, I think, certain 
hours in the morning, for anybody who has any 
tax problems and the University circularizes 
all i ts employees and the faculty and they know. 
I have never gone but I ~ew I could, 
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Didn't you file a return? 

Well, I --

The aalacy ian' t big enough. 

They would m me. 

Herb suggested that these stories should be 
carried-in the trade journal• and I called 
Chick Schwarz Friday afternoon and he ia 
getting a cc:mplete liat o! all the family 
weeklies and the trade journals and we are 
going to tcy to get in touch with all o! them, 

Jake just says that you send out people to 
the University --

And the banka, I think, too . 

They go to the banks, the manufacturing 
companies. 

That ia what I was going to ask, do you send 
thsn other places? 

Yea, we do. 

Kr. Secretary, you suggested two different 
things, that is, one relates to public state­
melt a on peli~, fYID though it is pendillg 
before Congreis . The other thing is in relation 
to publicity, educational campaigns on the 
exiating tax bill . 

Excuae me, Herbert, I talked about it first, 
John brought in the other. 

I thougnt you brougnt in the second one. 

No, the first one is how to sell the existing 
tax bill. 
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All r icht, that is tho very thin~ ne 
talked about the other clar, and 1t has seemed 
to me for some time past that r;e need this 
year on this tax bill, not only in vi e11 of 
the changes in t his tax bill itself, but what 
is probably facing us, that we need a far 
more intensive educational campaign than 
we have ever had before . 

That is what I think. 

And I sug::;es ted sane strengthenin!; up of tl:.e 
campaign here, the u~ilization of core nedia, 
the cultivation of the radio to a -reater 
extent, the use of a uider field oi publications, 
use of addi tio:n 1 spcal:in;;·. Then in addition 
to that , it nirftt be founc feasible - and I 
thou£bt it would be - to stimulate much oore 
active v;orlc in the field by t he collectors and 
probably the creation in each collector ' s office 
or the desi~nation of aomebod;r , at least, aD 
a public J' ela ti ons man, takinc; one man 
rarticularly' with the responsibili t y of carry­
l:lt; on an educational canroaign in that district . 
:.nd that rrould be by tho stimulation of radio 
orosrams in the district , local radio progr ams; 
oy seeing that nCTISPaper publici ty f;Ot into 
t he na"Oers; by holdlnc l\lee t ings, especially 
0:1 the 'lor.er ran!:s of ineone, ·.-:here you ui~;ht 
expect the ne11 taxpa;rers to cO!:!e froc ; and also 
to be read;{ to cnst·:er ~uestions and use ever·/ 
ornortunity to educate people on the existin& 
blll. 

;.ell, that is what I had in mind, 

I do thin l: on the other subject you spoke of 
t hat we have been too backwar d, or at l east 
that \'ie a1•e in a dtuation now wher e we will 
pr obably ;·:ant to 1;0 out and defend mo r e 
vigor ousl y t he ideas t hat the Tr easury stands 
for i n t he line of te.x !'Olley, 

• 
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Your collectors' offices are not prepared, 
are they, John, to carry on that campaign 
of education? 

No, and they oouldn•t. 

That would mean new personnel. 

That campaign has got to be carried on from 
here, Dan. 

I think it would be a mistake to mix up too 
much the ~olicy making and the adcinistration . 
Their busl!less is to administer a law and 
not to appraise it . 

And a half hour before you go on the air 
somethine can happen on the Hill that completely 
changes 1t. 

\'ihat you are saying is, John, that the 
collectors couldn 1 t have anything to do 1·d. th 
the question of policy . You are not saying 
that the collectors couldn ' t do anything to 
educate the people on the provisions of the 
existing law wh1ch they have to admini ster, 
were you? 

That is what I was talking about . 

No, we are in entire accord, llerb, on the 
idea of educating the public on existing law. 
What I am sayint: i6 that you can't use the 
collectors' off1ces or its representatives in 
trying to sell a tax bill to the country. 

Oh, I agree with tlw.t, wholly. 

But you can use the collectors' offices to 
tell people, for example, how to pay your 
taxes, where to pay your taxes, when to pay 
your taxes . 
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That is right, and that is what I first 
started to talk about . The reason I spoke about 
i t was your remark that there should be 
somebody in every office so that a taxpayer 
could come in and ask a question. 

How about "r1by Pay Taxes?" I mean, what you 
get in return for them. Would that be 
sanething fit for the collectors? 

I have never heard that asked aliY"'here except 
in "You Can't Take it \lith you. • 

I think if tha t is handled, Ferdie, it will 
have to be done in literature made here to be 
distributed through the collectors. I don 't 
think they can ha rd le that on t heir own. I 
think we ought to do a little on that l ine , 

All you have got t o do is to pick up the 
financial page of the N SIT York Times any time 
and read this fellow Nelson . There isn't a 
day t hat he doesn't wri t e, "Wby pay the tax?" 

You mean that there is some chance of avoiding 
it? 

I mean he is challenging every day same phase 
of the existing taxes. 

On techaical grounds, the t is right . 

Ur . Secretary, I meant it affirmatively, that 
people should be reminded of the values and 
services that they receive for their taxes . 

1lell, I go even a step further. I know 
this sounds very Poll yanna and so forth and 
so on, but the thing that I would like to 
aim for &s a goal is that the business man 
would beat his breast and say, "Isn' t it 
wonderful, I earned more money in ' 41 than I 
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did in '40 and I made a bi~ger contribution 
to my Government to help w~n this war 
throuM taxes," That is the goal I would 
like to work for. I know I am a long way 
from that. 

\'/ell, I --

But what I am t hinking of is this, Just the 
way we have forty-ei ght committees 1n states 
on the Defense Savings Bonds, with some 
central brain here in Washington thinking up 
the ideas and then distributing t hem, these 
ideas, ~reparing the fellow to pay the ta~ 
to be d1stributed to these collectors ' offices 
where there would be somebody in tha t office 
who would be a public relations man. 

Well, I think --

But I think it has got to be an entirely 
fresh set of ideas. 

Well, I don't think it has to be fr esh, 
because so far as the collectors' offices 
are concerned and so far as the Bureau here 
is concerned, I have never seen any evidence 
of any public relations lo;ork. 

Well, then it has to be de novo. 

That is r ight . 

\'/ell, that isn't quite the whole story, John . 

It must be de novo. 

That isn't quite the whole story. They have 
been every year beginning in 1936 - they have 
been increasing their public relations activities 
in connection with the tax bill - they have 
been issuing every year clip sheets for news-
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papers describing the tax bill and they have 
· had IVeekly and daily etori es and little short 
boxes on your income tax, In the last two 
or three year s they have been going into radio 
a litt l e more . They hAve had questions ·and 
ans~Ters . They have had "L!ister Income Tax"on 
the radio l ast year, on local hookups, you 
knor., not on national networks but on local 
hooku~s . They prepared a canned script of 
quest1ons and answers . They have done a little 
in that line but I don't think it is enou~. 
I think it needs to be intensified. I think 
you need to build a real staff here and I 
think you need to have these contact people 
in the field. 

Well, you and John ought to get together. 

Vie are not talking about the same thing now. 
Everything Herb says is entirely true, --

Good • 

••• about how a fellow should pay his t axes 
and when and wher e. What you wer e talking 
about when I made my remark r.as the idea of 
having a public relations fellow in each 
collector's office who would be able to 
demonstrate t o them why they should be glad 
to pay taxes and what they were getting for 
their money. · 

Well, that, and then invite them to come in 
and then r;hen they do come in see that they 
are properly taken care of . 

The latter part of that is being done and I 
think beinll done very well, Llr. Secr et ary . 

\~hat I am thinkin~ of is that supposedly we 
have some - I don t know, nine or t en mil l ion 
new taxpayers. It is just like an organization 

-• 
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of first Toters. 

~ had that this year. '•'/e had aena ai.Uion 
new ones this ~roh. 

You get these people to trr to turn thie 
terrific tide of oriticimn, I mean this 
constant jokes in the varieq show and the 
cartoons and enl')"'lhere making fun of the 
Treasury and t he taxes and all that, to 
try to turn that thing around. 

I think rou oan take a hint !rem what they 
do in Il inola. When you get your tax bill 
you alao get a ll ttle propaganda about what 
lt goes for and why it is necessarr. There 
is a little pamphlet that caaes with it. 

Is that Professor what's-his-name? 

No, it is looal. . It is in Cook Countr, I ' 
mean. I ma7 say one of the reasons whf they 
do it, they stick their own name Tery prominently 
on it. They are building up ~olitical gpod 
will for thmnselns and sometJ.mes the propa­
ganda is that "' am forced to do 1 t as the 
collector; I didn't frame this tax.• 

New York City does it . 

But nevertheless, put a folder in with your 
form . 

Well, that is under disouasion now and I think 
it is a pretty good idea. 

Mr. A. H. Stone of the Mississippi Tax Commission, 
makes a specialty of trying to make hia 
taxpayers like it. You come in to the tax 
commission door, that is, seTen or eight years 
ago, and ths-e ia e. big coiper ple.que on the 
table llhich I don't think a in Te'l"'f good taste, 
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which saya1 ~saiaaippi Tax Commission, 
dedicated to the serTioe of the people of 
Mississippi. • 

But their general reaction is, "I know you 
want to pay taxes. You may be in a jam. 
If you are in a spot we will help you out, 
and make it aa easy for you to pay as 
possible . • There is a good deal of romanticism 
in that but there is same real realism. 

You could get acme hints, too from the . 
techniques of the denthtand the undertaker. 
(Laughter) 

I have felt this ever si nce I have been here. 
We have had numerous requests for infomation 
about the Federal taxes, why we pay taxes, 
where the mone)" goes to; and so on. We have 
had a little mimeographed material, very little, 
available, and we have been sending than stuff 
that the Department of Agriculture worked up, 
stuff that private organizations woEked up, 
and referring them to prints stuff, just 
becau.se the Treasury didn't have --

There isn't any excuse for that now, 

... didn ' t have any little brochures and 
things like that. It seams to me one thing 
we certainly could do, it wouldn't coat very 
much money, would be to have a aeries - I don' t 
know how many it would take, maybe half a 
dozen - of little pamphlets covering various 
aspects of the taxes Which --

Well, what are the aspects? You mean first, 
do you want a brochure on the ordinary questions 
that you would ask in relation to the tax 
itself and how it affeots you? 

I aas1.111e that would be one . 
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One thing that I think it would be a good 
thing to do ia to give them as simple &n 
explanation as you oan work out wbf the 
income tax can't be simpler, That is the 
thing that hits lots of these people, They 
think the complexities are there to get 
them, whereas you can explain to them that 
most of the complexities are a result of a 
struggle for equity and not for getting them 
and that is one thing that --

Yost of the people Who make those inquiries 
will now be able to use the si.mplified fonn, 
Jake, 

Then say that you have tried to simplify the 
follll . 

Even that ian' t so wonderfully simple that .. 
it doean' t need to be explained. 

We are going to get into a lot of trouble on 
that unless - there is romn for a whole 
educational campaign all bf itself because on 
this simplified fonn there are just a lot of 
people who lose money if they pay on the 
simplified follll, and we have got to be frank 
and honest. We don't want people using the 
regular foun when they could save money on the 
simplified fora and then cmning back with a 
kick later and also we don't want people using 
the simplified fonn when they lose money by 
using it and come back on it later. 

Is there any way of listing the important 
cases and warning people in that regard? 

The important thing is this , If you are 
paying a lot of interest or a lot of expense 
money, proportionately large expense money1 
if you are a little rural salesman Who wor~s 
on a salary and has to maintain his car --

( 

. 
• 
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Well, a little booklet ought to be given out. 

You don't want the simplified fonn . It you 
have bouJt)lt a home which 1a pretty expensin 
in relation to your inoCIIIle end are paying a 
heav;y interest pa;rment on that home, you 
probably don ' t want the simplified fonn either, 
because you will probably save more then -
you have probably got more than ten percent 
in interest . 

ot course that ia true, but we have to be 
careful that we don't JD&ke, because of the 
simplified form, the thing even more cCIIIlplicated 
then it waa before you bail the .limplified tom 
because they have got to go througb mak!:feout 
the old form and tlien they have got to 
out the simplified form and see whether they 
are better under one than the other, Herbert, 
and that was one of the poinh we have always 
been worried about in the simplified form. 

I think you may well worry about it, because 
a lot ot people are going to loae money out of 
it. 

What? 

I think a lot of people are going to lose 
money on it. 

They are not going to lose very much, Herb. 

ot course, the Government 1a going to lose a 
lot of money, net. 

Are we, Roy, going to lose a lot of money? 

We will lose a little money. It depends on 
what you mean by a lot of money. w-e might 
lose as much as ten or twenty million dollars. 
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How much do we get out ot thou people with 
grosses of - -

Two. 

•• • around two thousand dollars. What is 1he 
amount of collections, would rou ear, just 
roughly? 

'----.......Well, I think m&Ibe fifteen or twenty ia hi&tl. 
I don' t know how l!lllch comes out of those 
people. 

I thought if anything we were not too generous 
with those people down below, 

We aren ' t too generous with them, 

But Ror, to some extent there would be an 
adverse selection . 

There is no doubt that there is an adverse 
selection . 

You are generous to the man who doesn't have 
business expense and h not paring heaV7 

· interest on a home. You are generous to him 
because he haan't got ten percent deductions. 

Well, our purpose ia to sar to a man, "Now 
here is an easr war to do this, and rou can 
get it over with inllie minutes . Now, if rou 
reallr want to go into thh and studf it and 
work it out, . and so on, rou mar figure out a 
war to save rcurself a dollar or two . • 

"And it mar cost rou more. • 

Of course there is a real problem there if some 
of them do find out in comparing with their 
neighbors, br golly ther hAve got to use the 
simplified t 01'111, but the. t is the ri ak we took 
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when n put the thing in. 

The. t was the ri ek we took when we made i t 
optional. 

And on the fo~A on the very top of it, it 
aays "optional. 

\',bl t is the maximum saving that can be made? 

A hundred and ninety-t~ee dollars. 

As much as that? 

You might save the whole works . 

That is what I ~:~ean. 

That is what I want to knoll, what is the 
max.imum? 

A hundred and ninety-three dollars. 

On that basis , my guess is there will spring 
up tax experts who, for a five dollar fee or 
something like that, will offer to tell you --

I think that is quite clear and we have seen 
that frOil! the very beginning. I don ' t know 
whether it is particularly reprehensible, but 
certainly i t is going to happen. I am not 
sure that it ia reprehensible because it will 
mean a great deal of public education in the 
income class. 

Certainly for a while it may even be a good 
thing but the point is, we knew about that. 
We even were worried about that. 

Of course when you made the simple form, I 
dido' t know anything about it, but I wondered 
if you canvassed the desirability of making the 
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simple tax up to a gro n inoome of so much. 

We canvassed ths t idea but we decided on the 
one hand you had l.lr. Salary lJan with no 
deductions of any kind to amount t o anything. 
On the other hand rou had J.!r . Hane Owner, 
with very heav.r taxes, verr heavy interest 1 llr . Farmer, and you just couldn' t set - we!l, 
the farmer would be excluded there, but the 
home owner rou couldn't set up a gross tax 
which would be very equitable and certainly 
to start in with it see:ned necessacy to make 
it optional. I don't know, 1 t mi!dlt - I 
assume that it wouldn' t have had to be made 
optional. 

This one? 

But then above three thousand you would have 
a sudden --

Yea, we would have to have a notch of some 
kind; in other worda1 a dol lar of income 
would suddenlr - woU!d cost you more than 
five or six or seven dollars of t ax. 

A dollar of income would make you coney. 

!Jake this tax up to the first three t housand 
of incOllle and make it the same - -

For everybodf. 

Sane for everybody. 

Then we would really have a complication. 

Then your justification would be on the 
higher incomes and you would gain nothing 
br that. 

Then it wouldn't be ten or twency million 
dollars . 

. 
• 
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You fix the rates. You ue, 'llht.t I had 
in mind was whether f OU had oannssed the 
possibilit7 of making the inc<JRe tax simple 
on the first three thousand and then &I 

o0111plioated aa 70u anted above that, and 
fix fOur 'llhole rate structure so fOU would 
get the same amount of revenue. 

But the difficult, of that ia that deduction• 
have alwaya oome off the top and not off 
the first three thousand. 

Yes, but fOU can fix the rates then. 

Well, Rof, from the point of view of pure 
equit7, this business of crediting interest 
on a home and not crediting apartment rent 
is thoroughlf inequitable . 

Absolut elf, I agree with you. 

Always permitting the deduction of local real 
estate t axes has no justification, 

Well, tbat is in the same olasa. 

• • • on an owned house. 

Can I get in on this again? 

We have an entirely new oode if ;you want to 

get in. 

We worked up a petty argument about something 

else. 

I will t ell ;you what I would like fOU to do . 
When the llaroh of Time decides they are going 
to put on a program, the7 must have at leaet 

three or four programs as testa . 

You mean radio programs? 
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Yea. Now, what I would like rou to do 
with the existing staff and everrbody that 
we have, is to work out for me two or three 
programs, rou eee, with this idea, laring 
down tha thing that we have got to raise so 
muoh more money, and tell the people wbf 
and go into this whole ruaineaa o! this 
testimony which I gave you, aee, It is going 
to be eo 1:1uch and the national incaae ia 
so ~ch, and there ie eo much goods and there 
is a shortage of whatever it ie, fraa five 
to ten billion dollars, and we are going to 
have to get more money. Bat ore we get more 
moner we feel that enrybod7 eho~fnEa1 their 
proper portion and therefore we tha 
first thing to do is to plug up a loophole, 

:L!y first thoustht would be, and 10u could talk 
tbia over witli &n7body here in the room, would 
be to lq down a f oun@tion, wb7we need more 
taxes, and than the aeoond would be to adjust 
one inequity like community property or some­
thing like that, rou see, and work out two or 
three programs, rou eee, with technicians 
and people in defense euinga bonds and ao 
on and so forth, and let's take a look at it. 

You mean dramati,ationa or epeeohea? 

I don't know. 

I have some feelings about the radio that may 
not be --

Just before 70u aay that, because -may I 
just say one other thing, I am convinced 
ifter the experience I have had, you cannot 
get the dail7 newspapers to print the stuff , 
That baa been rq experience. 

Amen, 

I agree with 70u there, 
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I juat 1111.11ted to 11.1 that 1a wbf I harp on 
the radio. 

I am all for the use of the radio. For 
example, in the local stations to spread a 
knowledge of the broad principiea of taxation, 
the reaaona for it, the method of pafing and 
ao on, but I am not strong for the radio 
if you are going into details, if TOU are 
going into figures, teobnicalities. I don't 
believe that people absorb and keep it. I 
believe it goes into one ear and goes out 
the other. I believe that moat of the speeches 
that have been made on the radio from the 
Treaauey on tax subjects bave bad verT little 
effeot. 

Oomph? 

Nof it isn't that, Mr. Seoret&rT. ThaT have 
got the oomph, but theT haven't had the 
effect. ThaT haven't stuck in peoples' 
mi!Ua, 

If you have the oomph it bas tho effect, 
(FacetiouslT) 

I think we have to know exactlT how the 
radio can be used and not try to do something 
for which the radio lan't fitted, I think --

To what extant baa the radio been used in 
taxes? 

The radio can create an atmosphere . The 
patrlotio stuff goes over beautifully on the 
radio, In the Defense Bond buainess where 
we have used tho radio more than it baa ever 
been used before b1 &n1 single Government 
campaign - I don't believe that it sold a 
lot of bonds. I think it baa oreated a lot of 
food feeling and good morale. It is a prestige 
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builder and all that , I don't believe 
that it baa actually sold bonda or giTc 
people a knowledge of the technical nature 
of the bonda, The denominations, the 
reasons for limiting purchases to a certain 
emoiDlt, I think on all that the radio baa 
been inef!eotin, I think on that you han 
got to rely on pamphlets, on forums, question 
and answer seaaiona in public meetings, the 
uae of community organizations like Rotary 
and so on. That is where those arguments 
stick, Kaybe saubody disagrees with me, 

How about the movie shorts? 

Mo. 

Certainly that gets a lot of people, 

I would certainlY say in mf own opinion you 
should not use the radio except for a fonnal, 
carefully prepared speech Jv &CIIIebod:Y higll. 
up in the Treasury on the controversial 
issues that are not yet in effect, In other 
words, you should not use the radio on 
ocmnnnity property unless you make a speech 
or someone makes a speech and has a good 
argument, because you mustn•t mix in the type 
of radio material Which no lorl citizen 
baa a ridtt to protest agains with the 
type tha{ does raise a legitimate ar~ant, 

I think you need strictly to separate the 
two different things, one an educational 
campaign on the exiatlng tax bill and the 
other promotion f or general tax ideas of the 
Treasury and I think that prCIIIotion of 
controversial or novel ta.x ideas on the part 
of the Treasury hes got t o be done in a 
rather conservative way1 through conservative 
channels, I don' t think you can do it by 
entertainment and ballyhoo and so on. I think 
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that haa to be done by sober policy 
speeches which may either be on tha radio 
or may be delivered before audiences . 
If it is controversial, if you are at 
issue with Congreaa, for instance, or if 
you are promoting something novel in the 
way of tax ideas, explaining something new, 
I think our experience amplY justifies the 
statement that we will get newspaper 
publicity on that sort of thing, 

The newspapers will cover things delivered 
before an audience, won't they? 

Yes, they will, not so well as they do -
where it ia broadcast on the national network, 
as you do youraelfi they play it down. It 
has got to have a ot of news in it before 
they look at it . 

It has got to be delivered to a real audience. 

Ferdie, I am talking about two distinct 
thin~s·. The first thing that r would like to 
get .1s- there are two separate things. I 
don' t care whether the radio or what it is, 
but I would like two t hinge worked out. One 
is the selling to ever-1 town and village end 
so forth and so on of the pr esent program, 
the present tax program, you see, because I 
Just don ' t believe tha people know what it 
l.S going to do to them, and then the other 
thing is the question, which is entirely 
different1 of the things we would like to get 
in a tax Dill. They are two separate 
things. 

That is right . 
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Complete~, 

Will you think about those things? 

Yes. I think the first can be done at once 
and the second will depend for its effectiveness 
upon other things being done in advanoe . 

Don' t rou think that is all right, Herber t , 
to atop there? 

Absolute~. I would like to see-­

Herbert, will ;rou think about it too? 

Yes, I think we can get together and map out 
a plan, a public relations plan for educa­
tional work on this tax bill. Then we 
could also work out some ideas on the pro­
motion of general Treasury ideas on the tax 
policy. 

Well , it seems to me that one is centralized 
and the other ia a decentralized program. 
The development of a future program is some­
thing that can be done here and on.l1 here. 

That is rij!Jlt . 

Br the people who are thinking the wa,y the 
Administration has to be projecting itself. 
The other one, it seems to me, is the job 
that we beit can do, not through our own 
people in the field or collectors, our people 
in the offices, but perhaps the same way the 
defense bond campaign has been carried on, 
by getting in public-spirited, high-minded 
people in each little community, such as a 
school superintendent or principal, pay him 
on a per dism basis, get him to read the 
things that Treasury sen& out and get him 
projecting the Treasu.ry point of view to 
the others in the cOEIUni ty, and I think if 
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you do that you get people listening to him 
and you get a better understanding of why 
taxes are necessary and why it is patriotic 
in these t imes to do it willingly and not 
begrudgingly. 

I think there is one pitfall that is very 
hard to avoid. I think you have got to do 
it in spite of this pitfall, but it has got to 
be kept in mind, and that is that even in 
the pr esent tax bill or in any tax bill there 
are goln~ to be certain things that are con­
troversial, and when you go out and start 
telling people about what is in the bill, 
they will say, "'.Vell, w~ do you do it that 
way? ({by don' t you do it some way, • and 
they will tend to throw you back into the 
controversial 'era and also there is a great 
feeling , incorrect as it is in many aspects, 
but nevertheless it has got to be allowed 
for , that they think that these things are 
just IVhat the Treasury wants. 

Now, we know that isn't the case, but they 
will srzy, "Well, you explain this to me. 
You want me to do this. This is inequi table. 
Uow if you 17ant to change it, why don't you 
change it?" ;·te have got to be very careful 
not to get involved in this explanation and 
back into the controversial side. 

Because t he Treasurf, you mean , isn' t responsi­
ble for a lot of things in the tax bill? 

Yes, but i f they start selling it - and people 
more or less think they are responsible for 
it anyway. 

It will be a use tax. 

I don 't think you ought to defend the tax act. 

• 
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You ought to defend the act of demanding 
tax payments in general terms . 

Entirely a general basis. 

291. 

Ur. Secretary, I think there are some things 
to do right away that can be done at once. 
Number l, I think we ought to make every 
effort to set a swell staff of letter wrihrs 
because they are our best pretext for getting 
our general line and philosophy over, replies 
to squawks. r/e ought to pay an awful lot 
of attention to that, and I don't know how 
it is being done, John, but I just suspect 
that we could do a lot better if we got some 
experts in from outside who - some mail order 
people to write letters in response to squawks . 

I don't doubt, Ferdie, that it can be done 
better, but you must remember that however 
facile an outside fellow is , he can't answer 
one letter until he knows the tax business. 

Well, that i s true , but some of these letters 
are just general complaints. There are people 
who say they don ' t want to pay a.ny taxes be­
cause of this decision of the Administration 
or that decision. 

Or on account of the labor situation. 

Or on account of t he labor situation and 
sooebody certainly can compose a reply that 
\Till not only rebut their argument but give 
positively the Treasury's philosophy in these 
thines . 

Buffington, where do those letters go now? 

I was just going to say I get a good many 
that are not highly technical, but I don't 
like to answer them beoause they should be 

• 
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e.nswered by someone who knows all about the 
tax bill , e.nd I have been sending them to 
Shere . 

Well, here is the situation. A lot of let­
ters have been coming to us. We are not 
happy about it because we don't want to be 
a letterwriting orge.nization. Recently--

You haven't got the time anyway. 

Recently the number of letter has gotten so 
tremendous that Charles Bell has set up two 
people - I don't know how competent they are -
to answer letters, and we have agreed, and 
I think you (Gaston) have agreed that where 
technical points came up we will be very glad 
to consult with them. 

Now, as it happens, i t is taking a good deal 
of time to" do that consulting just now. We 
hope a little later it may not take so much 
time. 

V~at do you do when you agree with a squawk? 

Let the letter writer f igure that out. (Laugh­
ter) 

We do have some of those cases. 

What can you do? 

The two people that Charlie Bell has got 
are ~ people, and I think that Ferdie is 
right. I think we can do a much better job 
replying to these l etters, and John says -
when John says that a fellow can 't write 
anything until he knows the tax laws, I 
think tliat a fell ow can know the tax laws 
and still not be able to wri te the letters. 
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That is right . 

He may neTer be able to write the letters, 
because it requires a certain kind of 
technique , and I do think we ought to get 
those people, and we ought to take them, 
not from the people that are over-worked 
from the staff at the present time, but 
get them from the outside. 

Check. 

I think eTery letter is an ambassador of the 
Treasury's policy and it is read by far more 
people than just the recipient of the letter. 
It is shown around, especially if it is a 
good letter. 'l'hst is one thing. 

The second thing is ~ pet that I have 
talked about with you (Secretary) and Buf­
fington and Odegard and that is this business 
of cartoons. I have talked to John about it. 
There have been two particularly nasty ones 
within the week showing the poor taxpayer 
with welts on his head and standing in a 
barrel and Mr. Morgenthau eharpening his 
knife and the various deTils behind him 
ready to smash at him, and I think they are 
more damaging to Treasury good w' ill- in the 
country than any other single kind of 
publicity, and I think they are very easy 
to crack. I think it is going to be com­
paratively easy to sta.rt right now on these 
people to--

Well, we talked about i t on the plane. 

••• replace that conception with a different 
one, show the taxpayer as a kind of upstand­
ing citizen who is doing something that may 
hurt, but he is proud to be doing it, because 
he knows why he is doing it. 
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Well, I think that th.is thing .is worthy of 
just as many people and just as much brains 
and thought as defense savings bonds. 

Correct . 

That i s right. Certainly things to create 
the atmosphere--

! think that should be a whol e section. 

And a whole section whose job is nothing 
else but this, Mr. Secretary, and not 
t he people that are drawn upon from the 
rest of the Treasury t hat are already over­
worked and that would rather be doi ng their 
regular work. 

\'/hose capacities are along other lines. 

Than spend their time on this thing, and 
are obviously treating it as a part-time 
job or as a temporary thing. You don't 
want to do it, and my people don 't want to 
do i t , and To~'s people don't want t o do 
it. 

Yes, I lost Herbert l!erillat that wq. He 
was writing letters and writing lett ers, 
and that was the last I saw him. 

Ferdie got him, and now Ed has got him. 

I haven't. NoTI you see him and now you don' t. 

Ed thre\T him back at me . (Laughter) 

May I raise another thing that I think is 
damaging to popular psychology on taxes and 
t hat i s the kind of thing that happened last 
sa~;ng , when various people around the 
A "nistration began sniping at the Treasury 

. 
• 
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ri£ht after t he Treasury put up its tax 
bill. I think that is awfully important 
for us i f we are goin~ to do this educational 
job that people arouna town talk lfith the 
srune voice. I wondered if there was anybody 
t hat had any suggestions. 

I didn't read the whole story, but this is­
there 1ti.ll be no leaks about this meeting 
tonisht, because this is the Treasury crowd. 
There are never any leaks. I didn't read it 
all. I will read it tomorrow. I heard 
there is a whole account in the ~all Street 
JouriU' l of the_ meeting that took place in 
your (Sullivan's) office. 

That is quite inaccurate, ~. Secretary . 

But at least they knew the meeting took place 
in JOUr office. There IVore two outsiders 
in it, and I IYOuld put TDY money on which one 
talked, t oo. 

I don't know nhethor either of them t alked, 
but I will tell you what happened. ;'/hile you 
were in there ~orge Bryant came in and asked 
Mrs. Brennan if t here was 811J chance of seeing 
me if he waited a little while. She said, "I 
don ' t think so. I think he is voing to be 
busv all afternoon. " He said, WThank you very 
much, and I will see him in the morning. • 
George started out and wont over to the hat 
rack and said, "Marriner Eccles• hat. I would 
recognize that anywhere . " She told me that 
after the meetin~ ended. 

It has been done before. 

It i s an old device . 

Isn' t that a real obstacle, t hough, t o putting 
this over? 

• 
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'Nell , that is the most difficult thine of 
all, and that is the thing - it is almost 
impossible . These people swear on the 
family Bible they will never do it a2ain, 
until the next time. o 

I don't mean leaks, I moan disagreements, 
public disagreements. 

',7ell, at nq; press conference toda7, the AP 
man said, ' No;T, t:r. l.!orgcnthau, what about 
the peo~le in the Adoinistration that don't 
agree w1th you?" 

That is the wa7 he t allced to me today. 

L!aybe that is 1'1here he got this. (Laughter) 

I was very much interested. He told me that 
Shoup had presented an elaborate report and 
that lots of the economists around Washington 
didn't like it and it was a terrific thing 
and so on, and I said, "Where can I see the 
report?" He said, "Oh, some of the Treasury 
people have it . • 

That is the way they do it. They go around 
and visit - you drop an eyebrow or frown and 
somebody else does something else. 

I was just ignorant. I dldn ' t kno;, a.n.,vthing 
about it. 

Smart people these ne~spapor people, Ferdie. 

Yes, they are smart fellows. 

I think you will agree, John, that this is 
something a little bit different than the 
regular run of Internal Revenue. 

• 
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EntirelJ'. 

What I would like to do to start the thine, 
I would like Buffingt on who has done a swell 
job on the tax thin$ to start this and branch 
out a little bit ana work with Kuhn and with 
Gaston and anybody else who wants to feed 
ideas to them, you see. You have done a 
swell job in a very short time on the tax 
bill, and now let's branch out a little bit 
and see how much help you would have to zet 
to do the thing which you are doing now. 
I mean, you are doing it now through this 
distribution of this "Know Your Taxes. " 

Well, now, let's$? a step fur ther. 
somebod7 to gi ve 1t all or his time, 
think that Buffington--

! t hink that i s a very good idea. 

It needs 
and I 

Has demonst rated that he can do this one 
thing. Let's see i f he can' t take on some 
more. 

We have to create an atmosphere right now. 

But I think we shoul d f eed the ideas in there 
and thq can check very carefullJ' , and I 
think we ought to let Helvering know right 
awa-r. 

I think he ought to be in on the whole busi­
ness. 

I think Helvering ought to know. 

I will send you a copy of this memo he is 
sending over, George, on what is being done 
now and that is a good jumping off point 
for you, I should think. 

• 
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Is that all right with you? 

Fine. 

Kuhn? And Herbert, will you think about 
this? 

It is all right, yes. 

Now, let's just talk a minute. I mean, we 
are gain~ to start this thing and try to 
build it around Buffington. It is a selling 
job. I want to bring In - well, just the 
way you are, business groups and so forth 
and so on, you see. I am not giving up ~ 
tax forum of the air. 

No, that is a different thing. 

Now, John, just take a couple - where are we 
now - where do we stand right now on next 
year ' s tax program. 

Well, until I heard your remarks tonight, 
I thought we were still going to go ahead and 
get our withholding tax;at the time we pre­
sented that, present the entire program and 
tell them that we wanted immediate action on 
the withholding part and tell them why we 
wanted that and t hat the day that was passed 
we would coce in with parts two and three. 
that is where I thought we were. 

Well, we are not because - well , I am just 
not sold. I have got to start all over 
again. 

You mean you have given up any hope of doing 
anything before Christmas? 

No, I mean I am just starting with mfSelf. 
I mean, from the arguments in the mail and 
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and so forth and so on, m1 mind is still 
open and I have got crave doubts about the 
withholding tax. 

You mean as to its wisdom or our abilit7 to 
eet it through? 

No, as to its wisdom. I first want to be 
sold on its wisdom. Then if I think it is 
all r ieht, we will go to town on it . 

ilell--

I want thet and what method we are going to 
use to ~et increased taxation of corporations 
and ind1viduals and the whole business. As 
far as I am concerned, the whole question is 
an open book, nothing is settled. 

I heve always felt that before we start on 
any part we should have the entire program 
ready so that when we present anyth1ng we can 
present the whole business. 

Well, at least in my own mind I would like 
to have a complete program. 

Well now, let me ask rou this: How are we 
fixed in the Treasury right now as to people 
to work on the thing, as to a new program? 

Well- -

Who have we got in? 

Well, we have Mr. Blough' s shop and Mr . 
Tarleau's shop, and they ars expanding Mr. 
Tarleau' s shop to take on four new men. 
We also have~. Gulick' s people. 

• 
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Well, and then what about Shoup and Paul? 

Randolph will be here all day tomorrow and 
Wednesday. 

Can he stay? 

I don't know how long. 

Well , what I am--

He has never turned us down on aeything, 
any request you have ever made. 

300 

What I am groping for is thi s . Just the wa:y 
we have got Buffington set up to try to do 
this thing with the help of Kuhn and Gaston 
and everybody else that has any ideas, the 
question of just working out a new bill that 
is separate from all your other adminis­
t rative duties, you see what I mean? I just 
wondered how t hRt is going to work. 

That is about all I have worked on since I 
have been there. We have had five, you see . 

How much t ime do you give to Internal Revenue, 
the organization? 

VerJ, verJ little. 

How about the Social Security taxes, Ur. 
Secretary? Is that st ill open, along with 
these others. 

Vfuat voice is that? 

Dan Bell. 

Yea. 

You wouldn' t feel like going ahead with that 

• 
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program first? 

First ? 

Yes . 

301 

No, I will tell you, Dan, there is the 
question you asked me whether I was eold on 
this question of efficacy or whether it was 
the Congress of the United States - they 
definitely don't want to take it up until 
after the first of January. 

I didn't know. 

No, there is no question about the Speaker 
and Dought on and all of them. None of them 
want to take it up before the first of 
January. 

Of course your revenue bill gets postponed 
six months the minute your SOcial Security 
bill gets in there , Dan. 

You mean just the items that you had? Not 
the whole Social Security program? 

General Watson cal led me up tonight at half 
past five and said the President was ready 
to see George and Doughton, but George was 
out of town and was there anrbody else, and 
I said, no, not to have the meeting. The 
President was ready i/edneeday morning. I 
asked him Friday whether he would do it. He 
said, "No, unless it is a favor to tou,• and 
I saidL-~Vell , it is a favor to me, and he 
said, "Well, t hen, I will do it,• but he 
was ready to do it Wednesday, but George was 
out of town, so that means it goes over, I 
~ese, until next week, and then maybe the 
.rresident will be in Warm Springs. But he 
was - to give the President full credit, he 
was ready to do it Wednesday. 
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I think if your mind ia made up, it is just 
as well if it went over, because we ought 
to know what we want to do. 

I have got grave doubts. 

Uey I ask what part of i t it is you have 
doubt about? Is it the amount of money we 
need or whether or not it is a pressing 
need? 

No. I haven' t changed a bit as to the amount 
of money end as to the great need of it, but 
I have got grave doubt s about this tremendous 
increase on the little fellow. I have got 
grave doubts about it. 

Isn' t that partly due to the mechanics? We 
didn't sell the thing correctly, and they 
ere ell talking fifteen percent end for~etting 
ell the exemptions and forgetting that 1 t 
doesn't hit a man until he gets twenty-one 
hundred dollars . 

I have got the table, Dave, and I know it 
works out an average of eleven and all t hat, 
but I mean that is what I want to start in on 
tomorrow morning. I don ' t kno11 who wants to 
be an advocate for it. I st ill think from 
the mai l that the white-collar worker nho 
has had no increase and to treat him just the 
same as the fellow that is getting two or 
three times as much isn't fair . 

~~ . Secretary, is that reaction in the mail 
a direct react ion to the taxes or to other 
things such as the rising cost of living and 
so. on? If a real attempt were begun, thr ough 
t he passage of a decent price control bill 
and other things , wouldn1 t the letter writer 
feel a little differently about it? 
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I think you have got to get your price 
control bill through. I think the strike 
situat ion has got to be sat~led . I think 
those hto thin~s havo got to be settled first . 
But I still th1nk ~hat I would like to see is 
a table of taxes, and let's just say, for 
example, we are geing to take a third of 
everybody's net, just tor example , you see, 
and see that thing work right through, the 
whole thing. You will find great discrepancies. 

I don ' t think that this reaction comes from 
taxes. 

There are certain groups with great discrepancies. 

You mean between those that have got more and 
those that haven' t got more? 

No, just disregard that . Starting at t wo 
thousand dollars and running up to a hundred 
thousand or five hundred. You say, "Well, 
we ue going to take a third right straight 
through." 

Those two charts, I think, indicate that any 
way you do it you are going to have discrepancies 
of a pretty serious character . 

It is awfully hard to explain those discrepancies 
and it hasn' t been explained to =1 satisfaction. 

Well, Mr. Secretary, you are forgetting t hat 
in part two of this bill you are revising 
your surtax rates to try to correct that . 

I would like to see a t~ble t hat - applying 
whatever the percentage is to the person 
who pays on his net , beginni ng from where 
be pays taxes right up to five hundred million 
dollars ' income. Now, here comes another t az 
bill and you run a line, just what does that 
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superimpose~ Now is that a curve whl.ch will 
follow a natural course or is it a curve that 
will go up and down'l 

Well, I am talking against ID1&elt, but I think 
that on this question of the white collar class 
that if there ia any justice in their having 
stable income, that then while they may kick 
at present, they have no right to kick, because 
the other people have not bed any decent income 
!or the lest five yeara, and they are co.!ng 
up and having it now. The white collar group 
has to look at ita average income over a period 
aa compared with this other group's average 
income. That is a question that is very 
delicate politically and very tull o! necessary 
education, but I thl.nlt that aide has been completely 
neglected in all discussions o! the relative 
case a. 

You may be right, but isn't it possible, Roy, 
to take a chart and show the percentages and 
run a line - -

You saw the charta I aent up today, didn't you'l 
Maybe Miss Chauncey didn ' t give them to you. 

I told Miss Chauncey to give them to you to 
bring here tonight. 

I have them. 

I haven't looked at them, no. 

I have them here. 

Does that give that'l 

I think it does that . 

I haven't looked at them because they came in 
late. Do you think that is poasible'l 
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I am not sure I have it clearly in mind, but 
it it is possible, hoy can do it . 

Wh& t I am saying ie --

To show first what the whole schedule is, 
net, the effect ive rates now, and what it 
will be as related to what it is now on 
the new tax, 

On any new tax, any additional tax. But is it 
a -no, I didn't see these, Roy. 

I think everyone here except Kr. Barnard has 
been given a copy of this. 

I haven •t. 

I haven't seen it , Roy. 

Isn't that funny, that I should ask for that? 

What is this, Roy? This isn't it, this i s 
something else. 

Well, here is one. 

That is a strange coiAGi.dence, isn' t it? 

They didn't get around until about half past 
tive, Roy. 

What I passed around was the Henderson material, 
and I thought we had gotten this out . I sent 
you (Foley) a copy of this. 

Yea . 
I don't have enough of this to go entirely around. 
Here is one more. 

Now, there are two tables and two charta . 
Th.e purpose of the first --
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That is amazing, Roy, that I should ask for 
this. You thought I had looked at it, did 
You? 

No, I thought you had seen it. 

Jro . 

The purpose of the fi rat table 1a to ahow 
What happens to the effective rate of tax. 
The firat chart and the firat table show what 
happena to the effective rate of t ax. 

Now, the bottom black line is the present law, 
1941 act, and you go along the bottom with 
the size of the income, and up the side you 
have the percentages which the income tax 
constitute of the total income . Now, the 
dash line marked "!" ia the plan which 
we have talked about in which the aupplementary 
t ax of .fifteen per cent with present exemptions 
ia allowed aa a deduction for income tax 
computation, and if you obaerTe how that 
line starts at the bottom and then r apidly to 
about - up to about eight or ten thousand 
dollars increases the effective rate, and 
then above that the influence of the deduction 
decrea1ea it so that when you get clear up to 
the top it increaaee the effective rate only 
about three per cent. 

Now, if you did not allow the supplement~ t&xes 
deduction, you would get the dotted line "B", 
in which the combined tax, supplementary 
and present income tax run up to about ninety­
three per cent at five mill ion dollara and leas 
in smaller amounts. 

Now, line "c" hitched on to line "B" assumes 
that you decide, -well, we can't go up above 
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ninety per cent. Maybe we had better stop at 
eighty- five per cent combined rate. 11 Then 
you just draw a line from there on over and 
say, ~ell, at eighty- five per cent we s t op. " 
That might be ninety , it micht be eighty, 1t 
might be anything you want. So that the 
chart shows the effect on the effective 
rate of the supplementary tAx, 

Now, the second chart, chart two, has a slightly 
different purpose. Its purpose is to show 
what this withholding tax takes away, combining 
the withholding and income tax, what it takes 
away out of the income the taxpayer has left 
after the present tax is deducted. 

In other words, the taxpayer doesn't start from 
scratch. He starts with the present law. 
Now, of the income he has left after the present 
law, what does this supplementary tax do? 
The bottom dashed line shows what the supPlement­
ary tax does to the income remaining to the t ax­
payer if you allow the supplementa•·y tax as a 
deduction in computing income tax . I t goes 
up t o about ten thousand dollars and then 
because of the progr~ssive certain things about 
the income tax rate which I wil l explain if 
you wish, it sort of sags off there to about 
a hundred thousand and then goes on up again 
from there on up . 

Line "ll" , dotted line , sbOllS what happens to 
what the man bas left i f you don't al low 
the supplementary tax as a deduction in computing 
the income tax. You take seventy per cent of 
what is left , for example, of fi ve milli on 
dollar.s . Line "C" shows what happens to the 
income that is left if you flatten the thing 
off at eighty-five per cent and don't take 
in any more. 
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If you were working for Mr. Mellon , he would 
put in line "C", because nothing ever haopened 
above seven hundred fifty thousand dollars 
as long as Mr. Mellon was there {laughter) . 

If you don't put aomething --

As long as he was there - what was it, seven 
hundred or seven fifty? They never advanced the 
tax rate beyond that. 

Another way of putting it is that it wes his 
bracket. 

That is right {lauchter) . 

Well , there is a little limit on you, Yr. Sec­
retary, what you can do to those fellows , or 
they will end up owing the Federal and state 
taxes a hundred and fifteen per cent of their 
income. 

Now Johnnie, you will have me or\·ing and I won't 
be able to sleep all night (laughter) . 

At least you know I am not talking of my own 
prediclllllent. 

I have got to take your word for that. 

Well, Roy, this is what I want and I don't see 
how we happened to be of the sane mind yet. 
I think th1s is a.n excellent place to start 
tomorrow morning at ten o' clock. 

'lte shall have additional copies of this for 
everybody. These are all I have this evening. 

Maybe you can sell it to me, I don't know. 
First you have got to sell Viner. 

Well, I am troubled on the technical point on 
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these charta. You had a problem to get in 
from one thousand to six million and you used 
semi-logarithmic sideways. 

Yes, we have been obliged to do that for years . 

I don•t know what that does to your curve. 

I will say that is technical . 

Well, it gives you a nicer looking curve. 

But ninety- five persons out of a hundred 
misread that. You see, what it doesn't show 
is how gradual the gradation is at the start. 

V~ll, that is quite r ight but otherwise - -

I would say I would do this over for, say up 
to fifty thousand dollars, which affects the 
great bulk of the persons , on a natural scale 
and see what that looks like . We will get 
another picture of how it risee. I don't 
know how many here know this, that this was 
a doped chart. 

I beg your pardon (laughter) . I think, however, 
your suggestion is a good one . 

Up to fifty thousand. 

I don't know whether we can go as high as fifty 
and still show the thing at the bottom, but as 
high as we can and still have the detail at 
the bottom show. I think you are right. I t 
would be very well to do that. \'that time is 
our meeting tomorrow? 

Ten o'clock. 

We won't have it by ten, but we may have one 
copy at t en. 
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That chart, as I understand it, only includes 
the fifteen. 

Chart one or chart two? 

Chart one. 

Chart one includes the fifteen plus the present 
tax. 

Yea . But go the whole way. Give me a new tax 
bill. I mean, the new tax bill with the 
new surtaxes and everTthing else . 

Be means combining the surtax rates we are going 
to propose and the fifteen per cent. 

Or anrthing else, and give it to me . 

Well, I think, Ml'. Secretary, what I personally 
had in mind was this, that after you see thi s 
chart we will be in a somewhat better position 
to consider what sort of rates the surtaxes 
should have . 

Granted. If this chArt is correct - now, that 
"A" line is an amazing line. Then following 
the same method, I would like to build a tax 
bill based on your 1941 act. 

I think the first question is how high are you 
willing to go, and at what level are you willing 
to go there. I am not sure there is much aconom­
ica in it, to be perfectly frank, in a time 
like this . 

What do you mean? 

~bether it makes much difference from the 
economic point of view whether you take eighty­
one per cent or ninety-one per cent. 

. 
• 
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Well, I think that --

There is no money up there and they can modify 
there to some extent their behaviour in 
accordance with the l'ates, so t hey don't 
give you any more now. 

Well, if we decide we are going to raise so 
many billion from individuals and so many 
billion from corporations , this is to me -
that I happened to eet to the thing this way -
I mean, if it isn ' t a doped chart, if it isn't 
t oo dop-r, I would like to see the same thing 
on corporations, on thei r net. 

The corporation tax when you get above twenty­
five thousand dollars is fairly flat from 
there on up. V:e could do it up to twenty­
five thousand, 

Could you illustrate the difference between tax­
i ng the corporations on their average earnings 
and on thei r invested capital? 

We could for any specific corporation, 

Well, I would like to see some . 

It would be something of a problem to t ry to 
generalize i t . I will see What we can do. 

Vlell , take some, because I think that would 
be - I have never seen \t presented this way 
before . 

We can easily do it with the standard corporat e 
rate. Let me see if we can do something with 
the excess ~rofits. It is going to be much 
harder, I w1ll say that . 

Well , there are a lot of other things that go 
into this whole business. I don ' t want to 
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start another discuesion, but this whole question 
of the attitude of the management as to tlie 
economy in their own management and production 
and all the rest of that . That whole thing 
comes in, and I still haven' t t hrown aside 
your (Barnard's) idea of the surpluses and 
what to do with them. In other words, as far 
as I am concerned, the whole thing is still an 
open book. 

Jake, you will be here tomorrow, won't you? 

And Wednesday. 

Well, I t hink we have made a little start 
tonight. 

Mr. Shoup wasn' t planning to come down tomorrow. 
I f you really want him, lie will come . 

That is one idea I had to throw out, that Ferdi­
nand Kuhn had . He wanted to take fifteen 
minut es right in the middle of the Treasury 
Hour and have me go on and talk about depletion 
of community property tax. 

I am still hoping, Wr. Secretary. 

I mean, just the way this fe l low does with 
the Ford Hour. 

Baby Snooks and -- (laughter). 

I am afraid they would out you off in Califor­
nia. 

I wouldn't do that. I have had about thirtf 
years' experience in thia kind of public re a­
t iona. The t echnical question you never can 
properly handle in the mass. You are sunk if 
you do it. You won't get anrwhere but into 
trouble , but ;you have got to handle it by 
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another method which is a constant readineaa 
to anawer the individual and a proof to 
the public that JOU are alwa7s read7 to do it, 
You know what fOU doing, 7ou know wbf 70u are 
doing it, and JOU will go just as far aa 
an7body wants 70u to go but not with the 

feneral public. You w1h just get 7ouraelt, 
am sure, into a meas it fOU try to handle 

that kind of a queation in the mass . 

I think the way !o handle those things is to 
wait until some Senator or Congrenun writea 
to you, and then write a caretull7 framed 
letter and give it out. 

Do 7ou agree with what we were saying 
safing earli er , about the unauitabilit7 
of doing technical things in the - -

Yes, unsuitable, but I don ' t think it is unauit­
able to have every revenue officer in a poaition 
to anawer those queationa. 

It wouldn't be unauitable to have the women 
votera make it thei r stud7 topic for the fear, 
either. 

And it is ver7 important to answer an7 letter 
that comes in, and it is important ib have that 
kind of people that are intereated in the quea­
tion and have a discussion with th... But 
the7, are a limited group. The rest of the 
crowd merel7 want to know that 70u know what 
70u are talking about, or think you do, and 
that you treat them nioe .when you aak them a 
question the anawer to which they can•t under­
stand because the7 won't understand it. There 
ian•t one peraon in a thouaand that will 
understand any one of these technical questions . 
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They appreciate your letters . They write 
back and thank you, tell you that they feel 
a lot better about it. It happens again ana 
again. 

Well , it isn't easy. I appreciate it isn't 
easy. We certainly ought to make the effort. 

I don't t hink you ought t o make the effort on 
the line of attack that has been tried again 
and again by many people, and it doesn't work. 
That I don' t think you ought to do. You can't 
make too many mistakes here, and you are talking 
here tonight about changing the program that 
you have already been accused of putting up, 
and it doesn't help your program--

I didn't say that , excuse me. ?fuat I said 
was that I wasn't sold on the thing. 

Assuming that you are not sold tomorrow or the 
next day, then you are going to change and --

Well, you wouldn't want me to go ahead if I 
wasn't sold, would you? 

No, what I am saying is please don't go ahead 
until you really know what you want to do. You 
jumped pretty fast this last time, and you 
had to to get things moving, but it won't 
do to jump this way and jump the other if you 
are going to try to keep the public sold. It 
will look as though you didn ' t know what you 
were doing and every wind that blew changed 
your mind. I don ' t think you can do that. 

Well, I would rather be accused of not knowing 
my own mind but changing if I had doubt s, if 
I thouint I was wrong. I would rather change 
and take the criticism. · 

Regraded Unclassified



Barnard : 

H.!!.Jr: 

Barnard : 

H.!J.Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

Blough: 

Gaston: 

Sullivan: 

- 52' - 315 

Well, I think you are right about that. 

Than not change and just bull it through. 

All I am saying ia if it takes an extra week 
to be sure you know what you are doing it ia 
well worth doing, 

No, I think we may be at this thing from not 
until the first of January because I don't 
think we are going to get any tax hearing. 
You see, normally what we do is, wt prepare 
in thr~e to six months for a tax bill. That 
is what we take nol'Dially. We were tt•ying 
to do it the other day in two weeks. 

In addition to deciding what you want, there 
is alae the question of strategy involved, 
because you won't get what you want from Cong­
ress . In other words, if you decide on a with­
holding rate, and go to Congress and ask them 
for fifteen per cent in this situation, you 
probably won't get more than ten, if you get 
tbe.t. 

lnat ia why, Herbert, if we once decide 
definitely we want a withholding tax, 
we ought to go to the public first before 
we go to Congress. 

I think we should go to the public, 

Your point is, we don't necessarily go to 
Congrese with just the r•ate we want? 

Well , I think that ie a question of strategy to 
be decided. We ought to be conscious in advance 
that we will probably not get as much as we 
asked for, 

1 don't think you can make a hot•ee trade more 
than once, Herbert . We went in the l ast time. 
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The Secretary decided he wanted three and a halt 
billion dollars and we fought it out along that 
line all sumer, and we got three and a hilt 
billion dollars, and I think that once you go 
in with something more than you think you need 
and get l ess , everyt hing you say from that time 
on is going to be discounted. 

Well, John, you can't possibly go in for more 
than you need in this situation. You could in 
a normal time. 

You are right . 

It is politically impossible to get aa much ae 
you need. 

If it is the judgment of everybody in the Treat• 
ury who is working on it that fifteen per cent 
ia what we need, let' s go in and face the brick­
bats and fight and get it. 

Well, John, I think the thing t o egree on is how 
much we want in dollars and then tight for that 
just the wa1 we did laat ti.me. We had succeaa 
then, Now, we want five billi on dollars - -

The point is five billion dollars in one way 
will not do this job ae well as three bi llion 
gotten in eoce other way. 

1hat is right . You are dis turbed about the 
equity and the wisdom of ~etting it in this 
particular way. I think 1n the present si t ua t ion 
the manner in whioh you are going t o collect the 
amount is full7 aa important aa the amount you 
are going to collect . 

Granted. It is awfully hard to get a fight with 
me tonight. 

And of course the tax structure is so high 
that 70u do have to consider very carefully 
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how you get in your additional sum, 
there can be verr serioua equities. 
have to be very careful tonight. 

31? 

because 
You 

Well, gentlemen, thank you all for coming out 
in the middle of the winter. 
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Ko•ember 17, 19~1 

ELEMEIITS OF A TAX PROG!WI 

I. Taxee intended eepeoially to combat l.nrlation. 

1 . A new supplementary tax on net income might 
be imposed to be withheld at the aouroe on aalariea , 
wagea, dividende, bond 1ntereat, and similar items, 
and to be collected on other incomsa quarterly 
throughout t he year . These taxea would thus be 
collected 1neota.r as possible like the parroll taxea. 
They would, however, haTe peraonal exemption• and 
credite tor dependents . The aupplementary tax 
would be deducted trom net income in computing the 
income tax. Beoauee ot th1e deduction and because 
ot the peraonal exemptions the increaae in etteot1•e 
rate ot tax would ne•er be ae high ae the stated rate 
ot tax. It the rate ot this aupplementary tax were 
15 percent and the ex1eting personal income tax 
exemptions ot $750 tor single persona and $1,500 · 
tor married couples, with a dependent credit or t~oo 
were allow~d, it ia estimated that at preeent income 
levela tne net increase in tax re•enue would be 
about • . . • . • • • . . . . • . • . . • .• • $2.~ b1111on 

2. Payroll taxee tor old-age and aurTi•ore ' 
inaurance might be increaaed aooner tha.n pro•idsd 
in t he preaent law. These taxee are at toe present 
time impoaed at a rate ot l percent on employer& 
and l percent on employee& and are scheduled to 
riae on January l, 19~3 to 2 percent on employers 
and 2 percent on employees. Thia inoreaae aight be 
aade one year eooner toan vaa a chedulsd. It will be 
recalled that no increaae was made on January l, 194o 
when it waa originally aoheduled. The inoreaee in 
tax would yield during l9~2 . inoreaaad re•enue ot 
approximately •• ••• • • • ••.•••• • • $0 . 9 billion 

J. The Social Security Board1 a program relat­
ing to the expansion or the old-age and eurTiTore' 
inaurance and unemployment insurance sy~tema might 
ba enacted aa soon aa praotioable. The change with 
respect to unemployment ineurance involve• an addi­
tional 1 percent tax on employee&. The combined 
ettect ot theae changes would be to increase the 
re•enue by approximately • • • • • . • • • • • $1.0 billion 
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The above taxea would all be anti-inrlationary 
and would yield a total 1noreaeed revenue estimated 
at approximately • • • • • • • • . . • • • • • $~ . 7 billion 

II. 

1. Individual income tax: Increase surtax ratea 
or 1nd1v1dU81 income tax t o yield at 
leaet • • •• •.• • • • 0 • • • • • • • 

2. Corporation taxes 

(a) Exceas or ori t s tax: Revlae basis 
and possibly increaee ratee, For 
example , i r t he tax were computed 
using an average or the i ncome 
credit and t he inveeted capital 
credit, t he revenue would be in-

$0 . 2 b1ll1on 

creased substantially. • • • • • • $0.5 b1ll1on 

(b) Surtax: Increase 
from 6 and 7 to e 
ti vely. • • • . . 

rates 2 percent 
and 9, respeo-

• 0 • • • • • • • 

Estate and g1rt taxes: Increase r atee 
and l ower exemptlone. • • • • • • • • • • $0. 2 b1ll1on 

~ . Derense exciae taxea: Special excise taxes 
on commodltiea competing With the de rense 
program can serve a runcti on in the pre­
sent situation. In general , t he Treasury 
would support sucn an excise tax; it ahould 
have been requested by SPAB and should 
apply to those durable conaumera 1 goode, 
maximum prices ror which have been set by 
the Orf i ce or Price Adminiatration, and the 
diatribution or which among consumers ie 
expected to be so inequitable aa to 
neoeasitate some governmental action to 
assist in allocation. 

In determining tne consumers' goods to be 
taxed and tne determinati on or tax rates 
and baeee, etc. , the faci lities or the 
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Office ot Production Management and tne 
orrice or Price Adslnletratlon and tneir 
respective indus t ry advisory committees 
ahould be tully available to tne Treaeury 
Depa.rtment . The Tr eaaury would reaerYe 
tne right to determine wnere, in ita 
Judgment , the etreotive adminiatration 
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or such taxes would be teaeible . Rev­
enues would depend entirely on tne goods 
taxed and the ratee. It would not be 
unreasonable to expect from tnia source . $0. 4 billion 

III. Changea to close loopholea. 

1 . Mandatory Joint returna: It mandatory joint 
returns cannot 6e enacted tnen at leaet a cnange 
relating to coamunity property income is recoamended. 

2 . Insurance t axation: 

(a) Align the treatoant t or etook and 
mutual insurance companies other 
than Ute . 

(b) Revise basis tor taxation or life 
insurance companiea to provide more 
adequate taxation. 

3· Eliminate percentage depletion or otherwise 
revise the present eeale or exceeaive allowances. 

u. Tax- exempt eeeuritiea: 

(a) 

(b) 

Eliminate the exemption with reepeot 
to future ieeuea or State and local 
obligations. 

Reetriot the exemption on outstanding 
iesuea to the taxee now prevailing. 

5· Ca~ital gains and losaee: Align alternat ive 
tax on cap! al gains and losees to allow tor rat e 
inoreaeea under t he 19~·0 and 1941 Acta. 
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Taxee and Tax Changea not Included 
in the Tax Progru 

General aalee taxation, 

A progressive tax on epend1ng (Proreeaor 
Fiaher ' a plan). 

Exoiae taxes on luxur7 artiolee not 
oompettng with t he detenae program, 
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INTER OFFICE COMMUNICATION 

To Secretary Morgenthau 

•RoM Mr. Buffington 

I d iscussed with John Sullivan your 

memorandum dated November 1?, regarding provisions 

in t he field offices of Internal Revenue to t ake 

care o f t axpayers. He atated that he had the matter 

under consideration and woul d r eport to you direct. 

G-f\. 
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TREASURY DEPARTMENT 

- WASHIN GTON 

A MESSAGE TO TAXPAYERS 
FROM THE SECRETARY 

OF THE TREASURY 
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Tbe folder, 'Know Your Taxes•, which is 
being distributed by the Trea1ury, shows at a glance 
what you will have to pay in the cooing year and how 
much of your monthly incooe you ehould set aside 
regularly for tax payments. 

The purchase or Tax Savings Notes , now on 
sale by the Treaeury, is one way to save sys temati­
cally and conveniently for t his pur pose--but the 
import ant thing is t o eave. 

I s ugges t you consu l t your local bank, 
ee vings end loan assooiatlon, or employer. They 
will, I am sure, asel s t you ln arr~ nging now a 
osvlngs plan to pr ovide the money rot· i ncome tax 
payments next year. 

Financial institutions are now making, 
and I know will continue to make, a reel contribu­
tion t o the defense program by educating the public 
to eave. Only through saving and t hrift will we be 

e eliminate the threat or i nflat i on which 

~t11~~ 
Secretary of t he Treasury. 

endangers us a l l. 
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MEMORANDUM 

Tol Tbe Secretary 

From: Mr . Blough 

SubJect: Burden d iatribution or a 15 percent eupple­
aentary withholding tax. 

Tbe aupplementary (withholding) income tax baa 
been ooneidered in tbe Treaeury aa part or a larger 
program wnicb would involve increaaea in income sur­
tax ratea, to be imposed in auch a manner aa to 
achieve the moat deairable effective rate curve. 
Without reference to euch increaaea in aurtax ratee, 
tbe effect on tax burdene or a 15 percent supplementary 
tax with present personal exemptions is indicated for 
various income levels in the attached Charta I and II 
and the accompanying tables , tor a married person wi th 
no dependent&. 

Chart I 

Chart I shows effective incoaa tax rates at 
various levela or income, under the 19~1 Act and vi t b 
the auppleaentar y income tax. 

19~1 ACt 

Tbe aol i d black line labeled 1 19~1 Act• above the 
e r reotive rates under ex1eting lav. Thua the effective 
rate at $10,000 ie about 13 percent and at $600, 000 ia 
about 70 percent . 

L1ne A 

Line A shove the combined effective ratee or the 
supplementary t ax and the r egular income t ax it the 
aupplement ary tax i e allowed aa a deduction in com­
puting the regular income tax. The increase in effec­
tive rate over tne present lav ia greatest a t around 
$10,000, being about 10 percent at that income , and 
gradually declinea ae the eize or the income i ncreaaee. 
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Line B 

Line B shows the combined erreotive rates or t he 
two ta~es if the supplementary tax is not allowed aa 
a deduction for income tax comput ation , The Increase 
In erl'eotive rate gradually rises to 15 percent or 
income, bringing the combi ned effective rate of both 
ta~e• to over 90 percent at 12,000, 000 income , 

Line 0 

Line B except tnat a maximum 
~~~~~~~~~~~~~~~e~~e~r~c~e~n~t baa been intro­

rawn for other maximum 

Chart II 

Chart II &howe for different alt ernatives the per­
cent whicn the increase in tax due t o the supplementary 
tax bears to the net income remaining after the 1941 in­
come tax. Any additional taxes must be drawn from this 
income , 

Line A 

Line A snows the percent wnen the supplementary tax 
is allowed as a deduction for income tax computation, 
The 15 percent supplementary tax increases from ~ero to 
nearly a maximum at around $10, 000 and remains relat ively 
unchanged throughout the higher income level&. Due to 
the nature or the rate acale or tne i ncome tax the per­
cent or remaining net 1ncome taken due to the aupple­
mentarr tax ia eligb. tly lower in the brackets between 
about J 25, 000 and $100, 000 tnan at 110 , 000, 

Line B 

Line B shows t ne percent or remaining income taken 
a8 a reaul t or tne supplementary tax wnen t he supple­
mentary ta~ is not allowed as a deduction for income 
tax computation, The 15 percent withholding ta~ result& 
in an effective rate on r emaining income rising a8 high 
as nearly 70 percent for a $5, 000, 000 income . 
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Line 0 

( 
Attaohlllente 

(_ 
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50,000 
75,000 

100,000 
500,000 

1.ooo.ooo 
5.000.000 

o! ••l~cte4 • l••• !/ 

W 'fec\1•• ,..., •• 

C:..~l ... hdl• U-ul be._ tu 
u4 • yp1 .... ,.,,. \..u 

lot illOVl.ac 
\110 n pple-

J.~ 
5·9 
9·6 

12.1 
15.6 
u.o 
19·9 
2).1 
25·• 
21.9 
}1.1 ,,,, 
-1.6 
55·-
b2.T 
bT.5 
.-.~ 
11.2 ,,,, 

b'e••V7 ~r,Mat. Dtrt•toa o.f fu L•••~ 

he.,...•• ta off.cU•• r a te• of 
eo.t\l u4 \as O• \":f' P" .. •at l P 

M f. 2.~- 2·~· ,,, , .. , .. 
5·' 6.0 6.0 

'·· T·z r., 
•• 2 9· 9· 
9·2 10.5 10.5 
9·5 U.J U.J ,., 12.2 12..2 ,., 12.1 12.1 
9·' l). Z lJ..2 
,.2 1).5 13·5 

'·' 1l·' ~·' r.6 1 .1 1 .1 
&.1 1,,, 1-.6 

z·' 1'·T 1,,7 
•• llt.l 1'·• ,,, 15.0 15.0 ,,, U.T 15.0 

J.O '·5 15.~ 

iOft•~n 12, i§il 

11 u ... r tJa. pnpteal a •t~~PPl ..... \&17 t.a..z h t• . ,...._ • ' .,._ nh .r 15 s-..... , ot ••' taooe. attn ,_.. 
4.-.clioa of U.. peno-.1 ea ... U••• •• •anN taco.. cro4U h au ..... _._.,. U. nppl.-•\&r7 \a&~ 

3/_ ~- 0 1':,..., 1M-..... .... . JJ a. llai'-'U • et t.a.. ... ,, .... tea M liS peront of •t 1~ .. ,.,. pora...-.1. _..u • ..a or.Ut 
tv ..,....., . ........ otfM\Jn .. , .. 51).65'7. 
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lao,...• la -lllaeol hl4h14.-l 1- tu .... n:pp1••taq tu 
o•er prooeat 1a- tu (Z..-. 4et ot 19111) u a pan•t ot llal- ot 

aot hi- r..U1ac otter 1- tazoo war tho proo•t law 1J 

llarr1e4 -· - • 4ep•4•h 
I lo\ al1o.tac I 

1 n:pp1011•taq 1 lot allo.tac 
lot 1•-• .U1owlac 1 tu ao a 1 n:ppl-\&17 

lloton I n:pp1-\aq 1 4eoloaoUoa tor 1 \u ao a 
perooul I \u ao a 1 1aooao tu 1 4eolacUoa tor 
• ..,.uoa I 4eolucUoa tor 1 -\aUoa 1 1-ao tu 

&114 oreolU tor 1 la-• \u u4 llcUac 1 .,.,..,auoa 
4op0104•h i/ OOIIJ"llaUoa 1 \ho ooa'blaot 1 &114 Yl\11. 

• 1,,0 
1,100 2.J$ 
2,000 M 
2,,0 5.ii 
~·000 7.1 

,000 '·1 5,000 9·~ ii,ooo 10. 
8,000 11.1 

10,000 u.~> 
12,,.,0 11.11 
15,000 ll.J 
20,000 u.o 
25 ,000 10.11 
50.000 10,3 
75,000 10,3 

100,000 10,1 
,0,000 11,6 

1,000,000 12,J 
5.000.000 1).9 

\u to 15 per- I ao 1WtaUoa 
••' ot an 1 .•.. ,, 

- -2,,. 2,,. 

i·' i·' .2 .2 
M M 

10,0 10.0 
u.la u,la 
12.) 12.) 
1~.7 1~.7 
l • 7 1 • 7 
15.7 15.7 
16.5 16.5 
18,0 18,0 

~·" ~·II .6 ,6 
21,) 21,J 

~·2 ~·2 ,, ,, 
"'·~ 56.0 
)0. 69.6 

!nulll7 Depart-\, D1Ylo1oa ot !u ••ouolo. lo••'ller 12, 19'11 

!} UMor \lo.o propoMl a n:pp1-taq tu 11 bpooeol •' \bo rah 
ot 15 pol'O•' ot ao\ laooao otter \bo 4o4aoUoa ot '" porooaal 
OltellpUoa. lo oaraeol 1acoao Ol'eolU 11 al1o- udor \bo 
ooq~p1-a\aq •u. 

V. ~ ..net laoo•• unael. 
JJ !lo.o 1laUaUoa ot \lo.o ooall1ae4 \ual \o 85 pol'O•' ot \bo an 

laooao lloton p-aal •••apttoa aa4 .,.....U t or 4op-•h 
lloooaoo ettooUw a\ *573,657. 
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Schedcl£t of Fixed !-!A turittta an4 P1:-&t Cill 
Dat e• Do<rln< Period D•c•=b•r 17 , 1941 -

Decacber 30 , 1943 
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-----,--- · ·---- --·-------··---·1r;.~ t'lrot Call 
D~~t ! &ftU@ 

1------------ _ ___ ,_).:e.;,l!.tlllt.W...._J!ate _ 
( I n onilHonn) 

Jj_4l 

.... ~ . 15 $ ] 5 

~J .. ~ 

.: . 1~ ~10 

~An . 1~ F .:" . I , C, - 3o ( 194?-~7) 

· ·• rt>• 1 ! OJ 

1 r , .; ,;_, - 1- 3/4,J note 42G 

Jul.!' 1 R, F . ~ . • 1Jo> 2' 6 

0fo·ly 1 87~ 

.lu;.,t. 1:> r . s .A. - a;, rtote 343 

.. c~ . 1.> • ':' . ....... - 7/5' 

... '-~ · 1.• ,. ~ ! 
. ... . . 0 - 1-;;J.;;, note 

'"'ct..-1• . .. ~1.21' 
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TREASU RY DEPART MENT 

WASHIN(i'l'()H 

November 17, 1941. 

11EJ.!ORANDUl! FOR THE SECRETARY: 

332 

Last Thursday, you asked me to arrange to 

have the people who did the little plays which 

were included in our l ut two Treasury Hour 

programs ("Statue of Liberty"; "Abraham Lincoln") 

in Washington to see you this week. 

I find that both of these plays were dQne 

by Mr. D. H. Johnson. 

Yr. Johnson has been asked to come to Wash­

ington on Wednesday. If this date is not suit ­

able, we will change it to suit your convenience. 

Regraded Unclassified



TREASURY DEPARTMENT 

WASHINGTON 

November 17, 1941. 

11El.!ORAliDtn.! FOR THE SECRETARY: 

l!er ewith I hand you recordings by Igor 

Gorin of "Tne Pledge of Allegiance to the Flag, • 

and a selection from "The Barber of Seville, " 

aa sung on t he Treasury Hour program last 

Tuesday , llovember 11. 

Thi s record may be played on any Victrola. 

GRAVES . 
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November 17, 1941. 

Dear Ill', Taylor 1 

Arturo Towoanini baa volunteered to conduct 
the N.B.C. SymVhony Orcheetra in a apeelal concert 
of one hour on Oeoe=ber 6 , fro= 9:30 to 10130 ~ .V., 

on behalf of tht Treaaury•a Oefenae Savinge program. 

In accordance wi th Ill'. Tosoanini's wi ahea there 
will bo no atudio audience on thle oecaeion, but it 
will be poaaible for me to br ing a ftw ptraonal 
gueata to the atudio . 

It would give lira . Morgenthau and me great 
pleaaure if you and e f riend would be our guests at 
this concert. 

Could you let me know immediately, by telegram, 
whether you will be able to co=•? Because of the 
vary limited number of adaiaaiona, these invitation• 
will not be transferable. A card of admlaaion will 
be aent to you, with f ull direction• , aoon after I 
hear from you. 

I hope very much that you may be abl e to attend 
the concert. 

Ill'. Oeema Taylor, 
2 Eaat 60th Street, 
New York, New York. 

Sincerely, 

, ...... , ....... Uoa •• l .. 
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'THE II ODEIIN LIIIIAIIY 

U &AST rltTY · ICVINTH STIE!T • NEW YO II. 
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-
25 YEA.RS OF IN PEACE & WAR 

WORLD WIDE OVER 

TRAVELS OCEANS & SEAS 

* ' 
22 TIMES • q~ 

• * • • 
THE ATLANTIC • • 6 TIMES ACROSS ,. • ,. • 

(3 TIMES BY AIR) 
,. • THE PACIFIC ,. • ,. 

R,;JJ, • 
* 

,. • * ,. • 
SOUTH ATLANTIC • • SOUTH PACIFIC ,. • • • 

* • • * • • 
CARIBBEA.N SEA 

,. • YELLOW SEA • 4 TIMES ACROSS • • • ,. • * * • • 
..:;uLF OF MEXICO 

,. THE EQUATOR • ,. • CHINA SEA ,. • ,. 
* • * * 

,. • • • NORTH SEA ,. 
2 TIMES AROUND • INDIAN OCEAN ,. • ,. • 

* • • * ,. THE WORLD • 
BALTIC SEA • • RED SEA ,. • ,. • 

* 
,. 

* • * ,. • 
BLACK SEA : MEDITERRANEAN SEA: CELEBES SEA 

···-······················································~······· 
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EUROPt-Ul~- l~llM ~MUlC~-MORlK UR\C~ 
frotn !be viewpoint of I.nternational AHaiu 

frotn !be viewpoint of Military AHairr 

fo<ottal i>ollly'a vie• • ud opinions hove boe• &•lad •~roue~ '6 yeo .. of 
0

1.,.. 

oblerva~\on or ~orld e~e~ti · ~111" 11111 U.c , ,., '6 ye••• • he •P"•~ t.velv• \o Europe .. d ~or~h Al'rlcl, ol&hl h 
All• aod .,,. I• tol io-,\J.er \ eo. Re h .. bee• twi ce ..-olll>d iho world - .,.,. ~ 
\bo ,.,....,.Siborl,. and one• vi• the s..,• by • ••· ~e h" tl..,n Ll,. At iM\lC II[ 

C'llp9f;r Lhrte t.b~~t•· 
a. ... «<to\ If !\<>'' fr.., Europe vi a p.,.t"'""'' ~ul A trio•, Bru ll , 'l'rl>i­

dDI •DI tht'"" •loc tbo ist.ods of tb• C.ribbt.. \O M\p \ , flor id• · 

a. Ia • ,..., .. lt of , .. , Poiol. oool laW • M .. 1.,...,..._... \o 1\s\«1 \l>ut· 

r,...,-tJ tolll1 - ..,. u> 'luico, O.ID•• U.o !Or••' r..- ...... 1914 to 101~ (,.. 
\al ... t drh"tr, vor • ..,. .. pooolnl. oool &oldl •rl Potoool oDI ~ ... \o. 

Rt .. , tho r-••' I or .. ....,. Bria'"l• c-tder \o U.o .IMrie .. l.rflll Ia ,...,.. 
lie . .. , ,.,. t.hl• ·-011 oo ~he bol.llefio\d. a. ... \.he oolY Cot ... \ orritll 
Ar111t<rf t o bo pr .. oled lo the c_..t of • llri &DI• of 1oftol.r1· 

~" .,porleoco lo t ,.uro A& I• iooludtd • opeelol ol " \oo , rtport iDC dlr"'~ 
lo poriO<I \o r .. ooral Vood, t.heo Chief of St.•ff of \l>O Q.S. Ar-a'/ lo ~ .. hlo&

1

'"· 

Mt . .. vrlll.•• for ....:y or t.h• teo4\oi Mi••l • .. •td ... . popers of ,,. rot.,! I 
St.&"' · It h.. 1\"t~ .. oUY broode .. !Od - -• troa hrlo , Fr•"''' ,cur Ill 
..,;brook of·~· pre•••' ..... a. ... r~·~"'·'l,y ·~ke· publlol,r· 

'""t ,..,. odiUor of lh• l.r-a'/ t hY1 Joorool ••~tahed bl • .. 

oat\oatl ••feast. 

Regraded Unclassified



q~ ReiJ4 HAS FOR YEARS BEEN AN 
IMPORTANT WRITER AND SPEAKER ON 

INTERNATIONAL AFFAIRS. 
HU wide experi ence i n wri ting for lead­
ing Magazines and Newspapers has been a 
vital factor 1n making him an impor tant 
pers onage in pUblic speaking. 

Gene ral Reilly began writing regularl y 
for news pape rs 1n 1912 when an ins true­
tor at West Point . Thi s led to the Chi­
cago Tribune offering hill &n excellent 
pos ition, which he resigned from the 
regular army to take. 

He has recommendations for hi s newspaper 
work from James Gordon Bennett, !l r . 
James Keeley, llr. Edward Beck and llr. 
Bradfo rd llerrill . 

IMPORT ANT BOOKS ON 
AMERICAN DEFENSE 

He hl S written three booke •Why Pre­
paredness • tOt a , •Aaerlea'S Part• . \ 024, 
and • A.a e rlc&ns All-·Hlat.ory o r tht 
Rai nbow DlYl s lon• \ 936 . Tbtlt boob 
conta ln s peclall1 &Otten QUO t&tlona 
t ro• General Leonard Wooo, Oeaeral 
Charles P. S\lae r&ll, Gene ral Doualaa 
ts c Artbur, Ge o ertl Ha r bo r e , Otnere.l 
Taske r BU ss , General John J . Pt rah tng 
and Harshall foch. 

\lhtn Cal)t.atn Llddell-Hart atta cked Oen­
tr&l Perahtns ln t.b t New York Ttau , 
Oene ral Persblns cabled t bt 1'tata rroa 
Parla that be wanted Oent r& l Re tllY t o 
wr1 tt tbt aoswt r. He dld ao . Ot ctra l 
Rtl llJ • • one o r tbt o rtt ctra to ttbOII 

Otntr&l Pe rs hing aubal t t..S t bt u nu-
acrt Pt o r hls ze•otra tor auactated 
chan au . 

Ke has had articles publi s hed In the 
Chicago Tribune, the New York Da ily Sews 
and their nation-wide syndlcate , the New 
York Kerald, New York Times , the Herald 
Tri bune, the Rear st. chain o f news papers, 
the Washington Post and t he Washington 
Times Herald , and a nUIDber or others . 

He has had articles in the following 
magazines: The American, Cos mopolitan, 
Fortune, Liberty, Foreign AffAirs, The 
Nat i on • s Bu s iness, Literary Digest, 
World's Wor k , Ou t l ook, Century, St. 
Nicholas, Ne w llcClure•s, World Today, 
the Yea r Book of the Encyclope dia Brlt­
tanica, and the Encyclopedia Brtttanlca 
Its elf. 

He has had a r ticl es in the Illustrated 
London Ne ws, The Ai rplane (British) tnd 
Illuatracion (France) • 

Re has had articles in the lnf•ntry 
Journal, Cavalry Journal, Coas t Artillery 
Journal, Ordnance Journal and llilltary 
Service Institution Journal. 

General Reil l y was editor of the Ano)' 
and Navy Journal for four years - 1921 
to 192!1. This made him thoroughly ac­
quainted wl th all phases of NATIONAL 
DEF'I!IiS£, lie has r ecently r e turned fr01> 
France with volum i nous details on the 
causes of the French de feat. Flying 
back, he visited our new Army and Navy 
bases around the Carribbean, He i s tn 
cons tant touch today with NATIOSAL D&­
F'I!IiSB. 

General Rei l l y has f'requenUy spoken 
ove r the rad io - one address being • 
broadcast f r om Pa r is to th e Unt t ed St&teS 
shortly afte r the declaration o f war. 

For complete in formation and available dates write to 

GENERAL REILLY 
FOREST HILLS INN 

FOREST HILLS GARDENS. LOHG 1.SI.AND 

' 

NEW YOBII , ,, 

••••••• **************************************** Regraded Unclassified



TH£ SECR£TAA.V OF THE T AtAS URY 

WAaHIHOTON 

NOV 1 7 1941 

~~rendum for the Secretary 

There are three possible plans of censorship (each 
rcquirine legislation) which have been suggested fo r the 
consi deration of the Walker Commit tee (ap~ointed by the 
President at the November 14 Cabinet meet1ng) . 

1. Complete censorship after declaration of war . 

2. Complete censorship now . 

3. Censorship novt to the extent of examination 
and i nspection, but not to the extent of 
deletion of objectionable material when it 
is found . 

338 

The f irst possibility does not mee t the present need , 
but the subordinates of all the Deparbncnts considering the 
~tter agree that it is desirable . 

'!'he second fOSsi bili ty is considered desirable , but it 
is alleeed by Just1ce that it is not political ly feasible at 
the present tioe . 

The thi rd ~ossibili ty, says Justice , i s politically 
feasible , and a b1ll has been drafted cOr.tbining the fir st and 
thi rO. possibilities . I£ Justice is correct in its estim.a tion 
of tne political situation , the bill drafted by Justice should 

be approved . 

It i s felt , however, that when the censorship system 
envisaged by the draf t bill is set into opera tion, care should 
be exercised to see that i t is staffee and controlled chiefly 
by the civilian rather than the military service . That is the 
DOsition you have taken in your letter to Secretary Knox under 
aate of October 30, 1941. That position is sound as evidenced 
by the british experience with censorship dur ing the present wer . 
1'he. t experience has beon fully explained to representat i ves of 
thi s Depart:nent by representatives of the British Censorshi p. 

Regraded Unclassified
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The British started with a censorship controlled by the 
military and were forced to change to a civilian basis. Only 
a very small part of the informations ecured by censorship 
is of interest to the military service. Most of the information 
secured is valuable for combating propaganda and for waging 
economic warfare . 

It is fel t that no compromise of the position you have 
taken on this matter should be admitted. 

Regraded Unclassified



MEMORANDUM 

To: The Secretary 

From: Mr. Blough 

Subject: Article, "Aviation'• Tax Hu.rdle, • by 
Selig Altschul, in Aviation, Noveaber l9~l . 

Folloving are the prinoipal pointe made in the 
article: 

A. Aircraft oonetruotion 1nduatry 

l , Aviation oompaniee uee the average earning• 
method !or exceae pro!ite taxation. 

2 . 
capital 
holders 

To limit profite to 6 percent or invested 
vould reduce earnings available for etock­
•to minuaoule proportions . • 

) . It i s realized that exceae prori te taxee vill 
be higher and t hia ie reeponsible tor airoratt equitiee 
being in •etrange dierepute among i nveatore , • 

~. "The ever-preaent rear of post-var adjustaente 
to the induatry receive• attention in virtually every 
discuseion on t he induetry,• 

B. Alr transportation industry 

l . The air transportation induatry ia exempt 
from the payment of exceee profita taxee by the 
exclueion or airmail revenue• from such taxation. 

2. Post-var prospect• tor the air traneport 
industry are excellent. 

3· For theee and other reaeone , the air trane­
port aeouritise are very favorably vieved, 
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c 

TO 

TREASURY DEPARTMENT 

INTER OFFICK COMMUNICATION 

Seoretar.r Morgentbau 

llr. lamarck 

DAn!IOTellber 17 ,19 .. 1 

SubJect: Plane Shipment• to Britieh rorcee 

1. 

2. 

c }. 

In the week ending NoTember 11, a total ot 9 .. plane• ot all 
typee (52 combat planee ) , and in the week ending KoTe•ber 4, 
100 planu of all types (69 combat planu ) were eh1pped t o 
Br1thh toroee. 

For the firet time, we haTe data on the eh1pment ot plane• 
to Oenada prior to October 7. rro• rebruar.r 1 to KoTe•ber 
11 , 1 1 071 planee were deliTered to Canadian torcee. 995 
ot the~e were tra1nere, while the reet, or 76, were combet 
ph nee. 

Army cooperation planee form a new category now included 
in our tablee. Theee are liaieon and ehort-range obeerTa­
tion airoratt which ~ertorm tactical mieeicne tor the ar.J 
directly, The rairchild-24 ie a tour-place eingle-aotor 
monoplane, probably ueed tor army lieieon work. The Vultee 
Stineon 0-.. 9 ie a two-plaoe obeerTation plane, which ie eleo 
used by our a~. The Pitcairn Autogiro ie, or couree, an 
aircraft haTing rotor bladee inetead or the ocnTentional 
einge. 
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( Tabl e A - Shipments bf Area 
(From February 1,191t1 ) 

To the Unl ted Kingdom 

Llght and medium bombers 
Heavy bombers 
Naval oatrol bombers 
Purault 
Arcy Cooperation 

Total to the United Kingdom 

To the Middle East 

Llght end medium bombers 
Pureu1t 
'r rainera 

Total to Middle East 

the British Pecifio Forces 

Light and medium bombers 
Navel petr ol bombers 
Pursuit 
Trs1nere 

Totel to Paci fi c Forces 

To the Canadian Forces 

Light end medium bombers 
Navel oatrol bombers 
?ureu1 t 
Tr~lnera 

Total to Cenadian Forces 

Light end medium bombers 
Heavy bombers 
Na val petrol bombers 
Pur suit 
Amy Coooeration 
Tre1nere 

Total 

\Veek 
ending 

November 11 

6 
1 
2 
0 
2 

7 
30 

6 

0 
0 
0 
0 

0 
0 
It 

36 

13 
1 
2 

3'-
2 

42 

11 

0 

ItO 

Oiv1aion o f Uonetsr,r 
Research 342 

ll'eek 
ending 

November It 

21 

13 
31 

_It_ 

0 
0 
0 
0 

0 

Total 
Reported 
To Date 

1, 021 
80 
81 

11!9 
12 

36 
12 

118 
5<; 

0 38 
0 12 
4 26 

27 __!2.2.5-

31 1 , 071 

19 1,31>9 
2 80 

a.§ ~~~ 
0 12 

31 1,109 

100 3 . 631 
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Reaeareh 

Table B - Shipments by TTP•• 

Week Week Total 
end i ng endi ng Reported 

No vember 11 Non mber ~ To Dat e 

Bell Ai raoobra 0 0 15~ 

Boeing B-17 0 0 21 
B.oeton III 0 0 2~ 

Bre•eter Buf falo 0 0 118 

Cuens T-50 2~ 19 ~65 

Coneolldatad Catellna 2 3 105 
Liberator I 0 0 22 
Libera tor II 1 2 37 

Curtin ll: itty~wk 3~ 35 261 
Tomahawk 0 0 ~16 

Douglaa Boston I 0 0 0 
Boston II 0 0 29 
Boa ton III 11 1~ ~15 

Fai rohild-2~ 0 0 6 

Glenn !Jart1 n Ba1 timore 2 5 27 
llaryland I 0 0 11~ 
'lary1and II 0 0 1 

Grumman llartlet II 0 0 9 

Lockheed Hudeon II 0 0 1 
Hudeon III 0 0 297 
Hudeon IV 0 0 9 
Hudeon v 0 0 380 

North Ameri can Harvard II 18 12 ~~ 
Muetang 0 10 18 

Pitcairn Au t ogiro 2 0 2 

Uni t ed C~e11p .. k e 0 0 52 

Vul t ee Stinaon-~9 0 0 ~ 

Grand Total - All Types 9~ 100 3 . 631 
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D1Y1a1on ot Monetary I • 
lll:fl - 4- Reeearoh 

~ 
Table C- Plane 9b1pmente to the Br1t1eh b7 Weeke • 

(from February 1, 1941) 

"••k Light and Naval 
~ med1ua Reavr Patrol A raJ 

Totai bo11bere Bomber• Bombere Pureu1t Coo:eerat1on Trainere 

35 Weeke (February 1-
October 7) 

TOTAL 1, 24:!. 47 95 741 6 916 ) , o46 

35 "e•k• (February 1-
October 7) 

UULX AVERAGE 35 1 3 21 0.2 26 157 

October 14, 1941 45 9 1 615 0 44 167 
October 21, 1941 21 9 1 50 0 57 1315 
October 28, 1941 10 12 3 ~8 4 19 156 
November 4, 1941 19 2 3 3a 0 -~~- 100 
Novallber 11,1941 _13_ 1 2 2 _ __94 

february 1-November 11, 
1,)49 TOTAL 150 105 976 12 1 , 109 3,6)1 

• 81noa we do not have a break-down b7 weeke of the de1i•er1ee t o Cenadien toreee prior to 
October, no etatement of de1~ver1~ b7 weeke 1s g ive n tor th.1a period. 
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( 

TO 

FROM 

~ubJect : 

TREASURY DEPARTMENT 

INTER.OFFICE COMMUNICATION 

Secreta~~enthau 

Hr . H~/' 

The Busines s Si tua tion, 
·,/ee!t end i n;; Nov ember 15 , 1941 . 

Summnry 

3~5 

COiii"I D~l'l'IAL 

0 "n November 17, 19~1 

(1) ~~le ac;regate industrial oroducti on hRe been main­
t <ined around oeak levels, t he i :nnetuR or the defense oro!;l'a• 
i r bein~ counterbalanced to a notioenble extent by various 
~aladjustmente ~nd uncertainties largely incident to the Phift 
rro:11 civilian to defense production . ;:eo'tly business indexes 
hcve b~en oov1nt; in a narro~• rant:e but recently ho.ve shown a 
1'l1 ';ht rlsinl'; tendency . 

( 2) Natlonnl i ncome oayments in Sentember rose more t hnn 
•A~•onl'lly P,nd attai ned an annual rate of •'92 . 2 billions . 
':'hU contrnets ~11 th an ennunl ruts or only ~73 . 5 b1l tiona ore­
VAil1n'; in Aprll 19~,0 at t he beginninG of the defense progr am. 
Tne ourchneinr, !lOl'ler of the natlonal income in Seotembcr, 
l'.OIJ~'Ier, decli ned t o npnroximat ely the July level due to the 
ri ne in the cost of l i vi ng . 

(3) The i ndex of basic commodity prices last >:eel< (ended 
::~'lcmbcr 14) t<aa f r actionally lower due to some >~ea.l<-.nese i n 
., ieee o~ dooeatic co:n:uodities . Tile BLS all- com.:Jodity index 
in the "ee!t ended llovember g rose 0 . 1 point to 91. 7 , equallint> 
~lie re~ent high re~ched i n mi i - October. 

( ~ ) ~1e shortace of !ron and steel sera, is curtailins 
at••l opernti o ns, end is re~orted t o have been l nreely 
r~·?on~ible for lest week ' s decline of 1 . 7 points in the o~er­
~tln · r t•te to 96 . 6 pE'r cent of ca'lSOity. !"1nished steel shi o­
-~ent s of the u . S . Steel Corporation in Oc tobPr rose about 
6 .,orcent above t he highest nrevl oue month on recorii . 

( 'i ) As a r e sul t of hea vy ellipmenta of a :·ricul tur a l 
'Jroduot e under lend- l eace arranrremen t s , aF"r ioultural exoor t s 
in C•,t ellber r eached the hi trhest level s ince February 1940 . 
2x.,orts o~ foodstuf fs ros e to the highest ooint since Au~st 
1030. 
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The general business situati on 

The long upswi ng in industrial oroduction , accompanied 
by eJC!)a nding consumer income and a rising or ice 1 evel, 
besnn to run into strong cross-currents by. late summer. In 
recent months industrial production has been maintained near 
nealt levels, but the excited consumer buying of August and 
September has subsided, baste commodity prices have declined 
sooewhat, and the general price trend has temporarily 
flattened out . • 

Business in genera l is going t hrough a transitional 
>eriod i nc i dent to an accelerating eh1ft from the nroduction 
of civilian goods to an incrensing absorption of tndustrial 
cnnaoi ty tor defense nroduction. The onlndjustments arising 
from t hi s shift, together wi th uncsrta1nt1es connected with 
nendin& price-control legislation, labor controversies, tax 
oroposals and international developments , hove been r estr a in­
ing tntluenoes, temporarily tending to offset the dynao1c 
effects ot the defense p rogram. 

Fears ot serious employment dislocat ion during the 
chnnaeover to defense p roduction have not , as yet , been 
real i zed. Pesotte ori oritieo unemoloymcnt in various indus­
tr1ea, factory' employment in the nation reached 0 record 
h t ah in September, and on the baa18 ot data now available 
•'or New York state, J>r obably showed little further change 
in October. Nationa l income payments are continuing to in­
crenae, but the rapid rise in 11 ving costs has !te9t renl tncn:oes 
).)r uotloally unchanged for three months in successi on. 

In the last several v;eeks , weekly busi ness indexes have 
shown slightly greater strength, basio oou.'llodity orices 
~ve firmed eome~nat, and department store sales agnin show 
so~e evidence of more active oonauoer buyi ng. 

Nat i onal income hi gher , but real i ncome reduced 

Nat i onal income oayments rose more than seasonallY in 
Sen tember and reached an annual rate of $92. 2 billions . 
(See Chart 1 solid line.) This oomnar es with $90. S 
billions in the nrevious month and with only :;7}. 5 billions 
ln A9r11 1940, at the beginning of t he defense program. 

In recent months, however, the i ncr ease in national in­
come hne been l argely nullified, in t erms of i ta 9urchastng 
no1.er for actual goods and services , by the rnpid rise tn 
i ivtng coste. The nurchasing newer of t he nat i onal i ncome, 
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in raot, declined in September to approXimately the Jul y 
level , measured in terms or the BLB oost-ot- l iving index. 
This ooet-of-l1v!ng index 1a designed t o meaew•e changes 
in living coste or modera te income f ami lies i n 51 large 
cities, and i e a reasonably satisfactory index t or deter­
mining real incomes or purchasing power tor t he majority 
ot the population. 

In other verde, t he more recent riee in national in­
come has been almost wholly due to increased prices. In 
Chart 1 (dot ted l ine) the trend or purchasing power, or real 
national income , is shown by months since Augus t 1939 . It 
will be noted that national income payments increased 29 per­
cent between August 1939 and September 1941, but the rise 
in l i ving costa has out the increase i n purchasing power t o 
only 17 percent. If the purohD.Bing j)ol(er of national in­
come were measured in terms of commoditi es alone (ueing the 
BLS all-commodi ty wholesale price index) the increase in 
purchasing power einoe August 1939 would be only 5 percent. 

Cost ot living hi gher in October 

The Confer ence Board coat-of-living index in October 
rose 1.2 percent above the Sept ember level, marking an un­
broken 11-month rise. The i ncrease wae somewhat leas than 
in September but was one of the largest of the past year . 

Chart 2 shows estimates ot the BLB coat-of-living in­
dexes tor Oct ober based on the Conference Board figures, 
with an actual figure tor food coats. (The other actual 
BLS f i gures are expected to be released t his week.) It 
Will be noted that clothing prices, tor the fourth month in 
succession , roee raster t han food prices . Since the begin­
ning of the war , however, food prioss have r i sen much more 
than clothing prices. The Conference Board index for eun­
driea ehowed an increase of 1.4 percent i n October , which 
was attributed chiefly to the new Federal exciee taxee. 

Basic commoditY index practically unchanged 

The recent upward movement or the price index of 2& 
bnoio commodities was halted i n the week ended November 14, 
and a fract i onal decline occurred. The index of 12 rood­
stuffs declined elightly (eee Chart~), while the index of 
16 industri a l raw materials ~a• elig tly raised by an in­
oreaee 1n rosin prices. Among the domestic ooacoditiee, 
noticeable dec l ines occurred i n the grains, and 1n cotton­

seed o11, hogs and steers. 
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A drop in the price of soy bean tutu1•ee amounting to 
the nelt permissible l1m1t of 6 cents led a general decline 
in the grai n market s on Wednesday, November 12 . The drop 
in soy bean pri ces occurred af t er issuance of t he November 
Government crop report . The report forecast t he 1941 soy 
bean producti on a t mor e than t lu•ee timee the 1930-39 produc­
tion average, which was much gr ea ter than expect ed . The corn 
crop forecast also was very high , substantially above the 
1930-39 average . 

Cottonseed oil production higher; oonsumoti on l ower 

Although cottonseed oil prices are 132 pe.rcent above 
t he Auguet 1940 low, it is of interest that mi ll stocks of 
cottonseed, and the production of cottonseed oi l, are sub­
stantially higher than last year, vhile the doiDestic consump­
tion of cottonseed oil is lower. Latest Census Bureau r e­
ports ehow mill stocks ot cottonseed on October 31 at 29 per­
cent higher than on that date last year4 with production of 
crude cottonseed oil in October nearly percent higher. 
The domestic consumption of refined oil in the three-month 
oeriod, August through October, in contrast, was 6t percent 
below that in 1940, 

All-commodi ty i ndex shows little change 

The BLS all-commodity i ndex rose 0 . 1 point to 91 .7 i n 
the .:eel< ended November S, equalling the weekly high tor 
t hie period reached in the week ended October lS. Foods 
aGain showed some rise, but remained lower than a month 
earlier. The largest increases 81Dong subgroups occurred in 
cattle teed and in grains , while IDoderate decreases occurred 
i n lives tock and poultry, and in petroleuo products. 

Cott on goods shortage 

A scarcity of cotton print cloth, which caused the clos­
inG of some printing plants last week and threa~ens further 
closings, accordi ng to press report s , is attributed i n the 
trade to several factor s: (l) Heavy Government buying of 
textile materials, superimposed on large civilian demand; 
( 2) the switching of looiDs t o other fabrioe by a nUIDber of 
mills to ci rcumvent gr eater ceiling l imitati ons on pr i nt 
cloths· (3) heavier exoort sal es or cotton goode , in which 
sh1pme~t a to }.lorocco and French ~lest Africa for the account 
ot t he Vichy government (approved by our State Depart ment ) 
has played an important part ; (4) power shortages 1n the 
South, and growi ng labor shortages in some areas. 
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Domestic consumption ot raw cotton 1n October amounted 

to 953, 600 bales, a new record high tor anr month. on t he 
basis ot the average consumption in the first quarter ot 

~be 1941-42 season, an annual rate ot more than 10 750 000 

bal es 18 indicated, against a crop f orecast at a'!)p~oxi.:mtely 
n,ooo, ooo bales. • 

WeeklY businees indexes slightlY hi gher 

Weekly business indexes continue to move within a narrow 

range, but recently they have shown a tendency to edge slightly 

higher . Barron's index ot business activitr rose 0. 9 point 

in the week ended November 8, after standing at 139· 5 in the 

3 previous weeks . During the same week the New York Times 

i ndex aleo rose moderately and advanced 0.6 ooint to 128. 2. 
This was the t hird consecutive tractional galn in the Timee 

i ndex. -

Moderate gain in department store saleo 

Department store sales in the week ended November g 
showed a further sl i gh t recovery trom the slump which followed 

the heavy tax-anticipation bu~ing at the end ot Seotember, but 

the gain over year-earlier l evels narrowed t o 14 oercent trom 

18 percent in the previous week. (See Chart 4. ) ' rn view ot 

the rise in prices during the past rear, the actual volume 
of goode sold in the first week in November probably was 

nbout the same as in the corresponding peri od ot 19110. The 

St. Louis district, with a gain of 25 percent , showed the biggest 

improvement over year- earli er levels, while the New York district 

with an increase ot only 6 percent made the poorest showine . 

Actual figures covering last week's sales are not yet 

available, but a leading trade source reports that good 
weather nroduced the bast volume ot retail trade since the 

sharp rise at the end ot September. It was also stated 

that the recent slackness i .n clothing sales , such as top­
coats and women's turs and fur-trimmed coats, baa bean re­

flected in e~rlier th~n usual tall olearanoe sales in some 

cities. 

Steel operations cut bY scrap ahortage 

Steel operations last weak declined 1.7 pointe to 96. 6 
percent ot capacit~ and during the current week operations 

are scheduled at 97.0 percent o! capacity. The decline in 

the operating rate last week is reported to have been due 

orinci oally to the continuing shortage ot steel scrap. It 

la enid that the OPM has been Juggling available scrap sup­

plies to keep hard-pressed olanta tro1n closing, but that in 
moat leading districts the supply s i t uation has become tighter. 
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The outlook for steel operations is f urther beclouded 
by the renewed strike in the company- owned coal mines. on 
Oct ober 1, aggregate stocks of coal at steel mille and by­
product plants wers equivalent to 31 and 32 days supply, 
respect ively. Steel operations will be curtailed much 
oooner, however, due to the uneven distribution of coal 
stocks, and to the almost immediate repercussions which 
the coal strike is likely to have on beehive coke production. 
The stri ke at these mines last month caused an almost imme­
diate curtailment of operations at some plants in the 
Pi ttsburgh and Youngst own districts, where 15 to 20 percent 
ot the coke used by the mills, aooord1ng to trade reports, 
is produced by beehive ooke ovens. The operat i on of these 
ovens is dependent on a cons t ant supply of coal, since they 
usually do not have facili ties t or car rying st ocks of coal. 

Finished steel ehioments of the U. s. Steel Corooration 
last month roes about 6" peroent above the highest previous 
month on record, which wae August of th1a year. (See Chart 5, 
upper section.) It will be not ed that while expansion in 
finished steel shipments was very rapid from April to October 
19~. subsequent increases have been at a much slower pace as 
virtual capacity was reached. Shipments last month, i n fact, 
are reported to have been around lOS or 109 percent of 
cauaoity. For t he second consecutive month, new orders re­
ceived by the corporation fell moderately below shipments, 
with a consequent further small reducti on in the backlog 
of unfilled orders. ·(Refer to Chart 5, lower section. ) 

New orders lower 

Our index of new orders continues to run substantially 
below t he very high levels reached last spring and early 
summer. Due to declines 1n new orders for steel and tex­
tiles the combi ned i ndex decli ned 7 percent in the week 
ended NovemberS. (See Ch&rt 6. ) New orders tor steel 
tell to 95 percent of caoacity as compared With 107 percent 
in the previous week. Orders tor products ot her than steel 
and t extiles in the aggregate were almost unchanged. 

Agricult ural exports ahow further riee 

Shipments of agricultural products under lend-lease 
arrangements showed further gains 1n September. As a 
result agricultural exports reached the highes t levels 
since February 1940, when cot ton wae still being exported 
in very heavy volume. (See Chart 1 . ) Exports or food­
stuffs rose above $5Q,OOO, OOO and reached the highest point 
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since August 1930. Shipments ot toods tutt e to the Bri tish 
Emoire have been rising steadily s i nce the enactment ot the 
Lend-Lease Act last March , and during the nnat week the 
secretory of Agricul ture s tated tha t American toodatutte 
had been going to England recently at a rate ot a bout 250, 000 
tons per month. The volume ot agricultural exports in 
Sept ember also was swelled by an upswing in raw cotton exports 
to the beat levels in a year and a hal t, al though still rela­
tively small as oomp~tred wi th earlier years. 

Despite the gains shown by agricultural products, t otal 
exnorte ot United States merchandise in Sept ember dropped 
7 percent below the pr evious month ' s high figure. Reference 
to Chart 7 wi ll disclose that non-agricultural exports showed 
declines trom the previous month, although petroleum products 
rose noticeably and coal and copper soored alight gains. 
The volume and value ot aircraft shi pments were not publicly 
disclosed but confidential figures from t he Department of 
Coomeroe (shown on the chart) i ndicate a alight further in­
crease to $~3 ,000,000 . 

A continued heavy movement of f r e i ght for export last 
month is indicated by a recent re~ort of the Associ ation ot 
American Railroade, covering oars of export freight unloaded 
at Atlantic, Gulf and Pac1t1c port s . Exclusive of grain and 
coal , more than 63 , 000 oars of export freight were unloaded 
in October. This is more than 7, 000 care above the September 
total , which was the highest tor any month since compilation 
ot these figures began in November 1939· Receipts a t New 
York continued t o run ahead or actual shipments , and the 
amount of light erage freight in storage showed a further in­
crease. The amount of storage space still avai lable, however, 
i s twice as large as t he apace now occupied. 

• 
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DATI< November 171 1941 

As of the opening of business November 17, 1941, there 

.. ~ 1·e 22\!8 pending applications in the Foreign Funds Control. 
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TO 

PROM 

SUBJECT 

Secretary Xora.n~ 

B. D. White 

8uggeate4 Approach tor Bl.1a1nation or lln1te4 
Statea- Japaneae Tenaion 

I . 

It ia becoming !ncreaa1ngl7 eYident tbat diplomatic 

preparedne .. 1a aa important an inetrUIDent ot detenee aa ia 

milital'T preparedneae , ll1l1t&r7 actiY1t7 ma7 win battlee, 

diplomatic actiY1t7 can make the tigbtlng ot theee battle• -unneceaa~J ~it&r7 Yictoriea can gain raw material, 

equipaent and can weaken the &nPQ', diplomatic Yiotories 

can ach!eYe ela1lar galne. With.ollt major dlplcaatic 

Yictoriea aerman7 could not h&Ye attained her apeotacular 

auooeee . Had thaT not euttered major diplomatic deteata 

neither England nor France would be 1n their preaent predica-

menta. 

But to be ettectiYe, 41plom&o7, like an Arm7o mget 

uae modern equipaant and eaplo7 IIOdern etrat•ST• An 
8 all. 

out• effort inYolYea in ·d1plcaacy &I in all1t &rT atrategT 

the tulleat uae or eyery econoaio and political advantage . 

Juet ae our allit&rT torcee in preparation tor an •all out• 

de.t:enae or 1n actual warfare Jmat make intelligent uae 

ot our geographical position, our rich reeources, our vast 

labor power , technical equipment and democratic traditions, 

eo must dlplOII&cy utilize thoee advantagee to the tull U 

it is to b&Ye an7 chance ot eucoeae . 

In the l1gbt ot requireaanta and pouib1l1tiea ot 

.adern diplom&CT, the manoeuver• ot ~erican dlplom&cT 
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dur1ng thia graYe or1a1e in the world 1 a hiatol'7 h&Ye bean 

pathetic . 

Virtuall,- aurrounded b,- a world ablue , and w1 th the 

tire growing hotter, and nearer and u:ore d&ngeroua, our 

diplomatic JU.chine17 c011cerna i taelt chietl7 with JU.in­

taining a tacade ot important goings-on, an appearance 

ot assured and etrect1Ye functioning, whereas behind that 

tront 1a largel,- haeitation, bewildel'lllent, inaction, patt,. 

maneuvering, sterile conversations, and diverae objeotivea . 

Hera and there, now and then, prcgreea 1a made but 

on a acale that is oompletal,- inadequate to the tuk in 

band. Where modern d1plOJU.C7 oalla tor ewitt and bold 

action, we engage in long drawn ou.t caut1oua negotiation; 

where We Should talk in terma or billions or dollars, we 

th1nk in terma ot milliona; where we Should measure 

aucceaa b7 the generoait,. ot the go•ernment that can beat 

afford it, we measure it b7 the aharpnese ot the bargain 

driven; where we ahould be dealing with all- embracing 

economic, political and social problems, we diacuae minor 

trade objectivea, or amall national advantagea; instead 

of aquarel7 racing realities, we pera18tin enjoying 

coatl,- prejudices; where we abould apeak openl7 and clearly, 

we engage in protocol, in secret achemes and aubtlatiea. 

We lllUet cut loose trom that outmoded and daoa,-ad 

pattern or diplomao,-. We muat aubeti tute, before it ia 

too late, imagination ror tradition; ganeroeit,. tor 

ahrawdneu; underatanding tor bargaining; tougbneaa tor 

caution, wiadom ror prejudice, and atrateg,. ror tac t ics. 
-----~~ 
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We are r1oh -- we .tloul4 uae -e of .oUJ' wealth 1n 

the 1nterute of peaoe cd rtGtlll'f, we are powert'ul __ we 

mould be w1111n& to uee ou.r power before our baoka are 

to the wall. We need no -tl.z•e lmde -- we ahould JUke 

full uae ot that faot, We keep our nati~ ple4g .. -­

now ia the tillle that record of integrit,- ahould atand ue 

in good atead, We are protected b7 two oceana -- let ua 

exploit that proteotion 'llllile d1atanoe 11 atlll a potent 

barrier. We are a d•ooraor -- let ua take t'ull adnntaae 

of the atrength juet ooYenante openl7 arr1Yed at, 

It ~nr there waa a t1.111e when d1 plomao,- o011ld aeoure 

ita moat brillient viotor1ea tor the united Statee, now 

1a that t1ae l !he longer we wait the leee chanoe will we 

have to uae diplomaor aa an aid to our defenae, The pat­

terne of ralatl.onah1p Jell; plana beoome irrevocable; 

opportun1t1ea loat are gone forever . A nation eo.aitted 

1rreYooabl7 to a oourae of action loaea tha power to exer­

cise ohoioe, to aooept otter a and make oondi tiona. 

The propoaed program ot diplomatic effort given below 

wlll be called naive and Yia10D&l'7• It mar be laughed at 

by the proteuional diplomate , but their ridioule will not 

lil.evi ate the danger that contronta ua, nor will their 

traditlonal-thod ot handling the situation lead to 8117 

better r .. ul ta than have the effort a of their oolleaguea 

in England and Pranoe. 

I aa oonvinoed the propoeal ia workable and cculd 

be apeotacularl,- aucoeaatul. 
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The proposal 1a gin n below onl7 in bare outline and 

1n only enough detail to indicate the easent1al point. 

Obvi oualJ', 1t and when the proposal is given aerioua con­

a1deration each or the enuaerated pointe IIIWit be elaborated 

caretullJ', with appropriate conditione apelt out, looP­

hole• or evas i on blocked, and adequate protective clauaee 

added. 

The important thing right now is not a oaretull7 

worked- out proposal, but is rather the acceptance by the 

President and Secretary HUll or the worthwhilenesa or a 

different approach to the problem ao that in the prel•m•nar,. 

diaouuione w1 th the Japanese emiaaary the negot intions can 

·begin on a very ditterent level than that likely to be the 

case it traditional me thode are pursued. 

It the President were to propose something like tho 

appended agreement and the Japanese accept , tho whole world 

would be eleotr1t1ed by the aucoesatul tranatormntion or 

a threatening and belligerent powerful enemr into a 

peaceful and prosperous neighbor. The prestige and the 

leadership or the President both at home and abroad would 

skyrocket b7 eo brilliant and momentous a diplomatic 

victory -- a victory t hat requires no vanquiehed, a victory 

that immodiatel7 would bring peace, happineas and prosporit,. 

to hundreds ot million• or Eastern peoples, and assure tho 

subsequent defeat or Germany! 

I tully appreciate the difficulty and poaaible resultant 

unpleasantness involved i n your getting the President and 
to 

Secretary Hull/give the proposal serious consideration -- but 

ian • t the goal worth the risk or being turned down? 
-~------, 
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united Statea and Japan 

. A, 

1. .war between the United States end Japan would 

coat thota&nde ot line, billions ot dollars· , 
would leave the v&nquilhed eca>ntry bitter end 

deairoua ot revenge; would toater aooi&l dis­

ruption, am would not insure peace during 

our children• a lives, nor pe:AIIenontly aolve 

troublesome probleJU now at&Ddi%18 between the 

two countr1ea, and 

2 , Tho united States ia eager to avoid war, and 

364 

ia willing to go more th&n halt way to settle 

peaceably the ia euea that a tand 1n the way ot 

aore friendly intercourae between tha two eoun­

tr1es, and 

' ' Tba 'Oni ted state a recognizes that Japan, be­

eau.se ot the apeci&l nature ot ita ecODoJIIY, 

ia greatly 1n need ot opportunitiea for in­

creased foreign trade, end in need ot capit&l 

to repair the ravages ot tour year• ot war­

tare, and 

4, Tba United States recognises that 1njuat1ce 

baa been done to the Japanese people by our 

1mm1gration laws, end 

.. 
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5· The 'United States believaa that in the 10118 

run the interests of botn the Japanese people 

and tne Americm peeple can beat be served b,­

eatablisbing fair md peaceful condi tiona under 

which Japan and her neighbors can prosper, and 

6. The United States ia rich enough in tunda , raw 

material , equipment, and technical akill to 

build, it necessar,-, a Nav,- and air force ten 

times as strong aa that which Japan can build, 

and 

7• The United States is, because of numerous cir­

cumstances, power.ful enough to destro,- Japan 

should tne United States be forced against her 

will to take up arms against Japan, and 

B. The United States wishes ao much to avoid un­

neceaaar,- bloodahed zd destructicn that it 

will pa,- well to help Japm' a econom,- back 

to a peaceful and health,- baais, and 

The United States wishes to help China main­

tain her independence and attain peace so that 

abe ma,- go .forward 1n her political and eco­

nomic development, so un.fortunatel,- interrupted 

1n 19}7, and 

.. 
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10 . Tbe United States believes there 1a no basic 

obstacle to permanent and more friendly rela­

tions between the United States and Japan and 

believes that the Japanese people will welcome 

an opportunity to restore peaoe, to reoonatruct 

Japan 1 a indus try and trade, and to promote 

friendly relations with her neighbors on a 

baa! a fair both to Jap&ll' a needs and the needa 

or her neighbors . 

And finally and or moat immediate 

importance 

ll . The Uni ted States wishes to concentrate as soon 

366 

aa possible her naval force in tne Atlantic so as to 

be prepared for any emergency against a potential 

enemy with whom there is no current basis for 

friendship. 

B. 

Because of the foregoing facta , the Uni ted States 

proposes to enter into an Agreement with Japan at once 

undor which the United States and Japan will agree to do 

certain things, as follows: 

On her part, the United States Government proposes to 

do the follow ing: 

1 . To withdraw the bulk of the American Naval force• 

from the Pacific. 

2 . To sign a 20-year non-aggression pact w1 th Japan. 

~ . To prcmote a final settlement of the llechurian 

question. 

• • 
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4, To place Indo-China under the Gover!llllent ot a 

joint British, French, Japanese, Chinese and American 

Commiaaion, which will insure lllOat-tavored-nation treat­

ment tor those five countries until the EUropean war 1a 

ended, and which will govern the country primarily 1n 

the in teres ta of the Indc-Chineae people , 

5· To give up all extra- territorial rights 1n China, 

and to obtain England ' s agreement to give up her extra­

territorial rigllts 1n China, and give Hong Kong back to 

China. 

6. To present to Congreaa and push tor enactment a 

bill to repeal the Dmnigration Act ot 1917 which prohibita 

1lllmigrat1on into the United State& ot Japanese , and place 

the Japanese and the Chinese on the aame baSis as other 

peoples , 

7• To negotiate a trade agreement with Japan , giving 

her (a) moat-favored-nation treatment and (b) such concessione 

on imports aa can be mutually satisfactorily arranged, 

including an agreement to keep raw eilk on the tree liat 

tor 20 years , 

8. To extend a $2 billion 20-year credit at 2 per 

cent interest, to be drawn upon at the rate not to exceed 

$200 million a year except with approval of the President 

of the United States . 

9· To set up a $500 million stabilization tund halt 

supplied by Japan and halt by the United States , to be 

uaed tor the stabilization ot the dollar-yen rate. 

10. To remove a t once restricti ons on Japanese tunda 

in the united State&, 
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ll. To uae ita influence to the ru11 to attempt 

to eliminate sources of potential friction between Japan 

and her neigbbora . 

c. 

On its part, the Japaneee Gover nment proposes to do 

the following: 

1. W1 thdraw all 111.111 t&rJ , naval , air police toroee 

trom China (boundaries as of 19}1) f r om Indo-China and 

from Thailand , 

2. Withdraw all support - - m1l1 t ary , pol1 tical, or 

econom.1c -- trOD any government in China other than that 

of the national government . 

} . Replace with yen currency at a rate agreed upon 

among the Treasuries of China, Japan, England and United 

Statea all military scrip, yen and puppet notes circulating 

in China. 

4. Give up all extra-territorial r1~ta in China. 

5· EXtend to China a billion yen loan at 2 par cent 

to aid 1n r econstructing China (at rete of 100 million 

yen a year) • 

6. Withdraw all Japanese troops from Nanchur1a 

except for a few div isions neceaaary ea a police force , 

provided U.s.s . R. withdrawe all ber troops from the Far 

Eastern f r ont except for an equivalent rell1&1nder. 

7. Sell to the Uni ted State a up to three-tourthe 

of her current output of war 111&ter1al including naval, 

air, ordnance and cCIOIIIAircial a hip a on a coat- plus 20 per 

Gent basis as the United State a may select. -
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8 , Accord the Ullited Statea and China =at-favored­

nation t r eatment 1n the whole Japanese EIDpire , 

9· Negotia te a 10-year non-aggresaiop pact with 

United States, China, British Empire, Dutch Indies (and 
Philippines) , 

D, 

Inaamuoh as the United States cannot permit the 

present uncertain status between the United States and 

Japan to continue in view ot world developments, and reels 

that decisive action ia called tor now, the United States 

sbould extend the above offer ot a generous and peaceful 

solution ot the difficulties between the two countries 

tor only a l~ted time. If the Japanese Gove~nment does 

not indicate its acceptance in principle at least or the 

proffered terms before the expiration or that time , i t 

can lll8an only that the present Japanese Government prefers 

other and leas peaceful ways ct solving those ditficultiee, 

and is possibly awaiting the propitious moment to carry 

out further a plan or conquest. 

In the event that Japan elected to reject the offer 

of peacetul solution under terms berei.n indicated, the 

United States would have a clearer idea or what to expect 

and would therefore know better how to shape her ovm policy, 

III , 

The advantages or terms indicated above to the two 

Co\Ultriea are so great, and the <11aadvantages so small , 

that it is difficult to believe that the Japanese Government 

would hesitate to accept the offers. Certainly the bulk 
r 

of the Japanese people would be enthusiastic about the 

of fer , 
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The a4Yantag .. a ccruing to each gon~t are l1ated 

belOW I 

.t.. To the trn1ted Statea 

l. Olu' n&Yal power wUl be greatl7 1noreued at 

once b7 the treeing ot our Paoitio tleet tor dut,. elae­

wbore. 

2 . We would bo able to eend more ot our oqu11"118Dt 

to England end Ruaaia without 1noroas1ng our 'fulnerabil1t,. 

to en attaGk trom tho East . 

~. We will ban stopped the war in China and ban 

regained tor her her treodom. 

4. We will bave paved the wa}' tor a eubatant1al 

1noreue 1n poet-war trade. 

5· We would greatly strengthen the .lll1ed pol1t1on 

v1s-a-Y1e Germany. 

6. We will have saved oureelvos trom a war with 

J'apan. 

7. Tho money it would cost ua would be a nJ7 emall 

part ot cat we would aavo bJ not haYing to tight .Japan, 

or b7 not haYing to be prepared tor a two-ocean war. 

8. .l proeporou.s J'apan and Ch1na can greatly help 

to restore our DOl'lllal trade, am thua make aalior our om 

transition to a peace tillle oooDOliiT• 

9· I nauro tcr ouraoln• an 1noreued supply ot tin, 

antilllon}' ar¥1 wood oil and rubber trom the Far Eut. 

10. Handicap Ge~J in ita pre .. nt m1lit&rJ campaign 

and at the same tillle give great moral enoouraa-~t to t he 

Br1 t1ah and Buaaim people. 
11 . FinallJ, IL111t&l'J md naYal expert• who now tear 

a •two tront• naval throat will be 110ra antbllaiutic about 

all out help to England and Ruaala. Thora will bo D!llch 

leaa oauso t o oppose the adm1n1s trat 1on •• t oroign policy. Regraded Unclassified
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B. To Japan 

1 . Inatead of beiDa confronted with prospect or a 

more serious war and certain defeat in tbe end, she can 

have peace at once, 

2. She can proceed at once to ahitt from a war econo=7 

to poace economy and at the same time experience prosperity 

rather than a serious depression, 

3. She can withdraw from the China incident without 

loss of •race• . 

4. She can strenathen her currency and reduce her 

public debt, 

5· Her foreign trade will greatly increase, 

6. She can devote her energies and capital to re­

constructing Japan, building up Manchuria, and developing 

new trade possibilities at a time when other countries are 

enijaged in war or prepara tion for war . 

7• She will at one stroke have solved some of ber 

thorniest problems in her international relations, 

8 . She will avoid' the sooial diaruption that 

1a bound t c take place in Japan after an expanded and 

prolonged war effort. 

IV. 

It would, or course , be neceaaary to obtain 

Congressional approval be1'ore making definite ot1'era, but 

through preliminary confidential conterencea with leaders 

ot both parties and with appropriate committees, the gr~ 

could be ~ickly prepared so t hat negotiations could go 

1'orward, 
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A completed document could in a week or two be 

0 rtered to the Japan.eae Govemment . Tbe world , including 

the Japanese people, would know the motives and the con­

tents or our offer. U the Japanese Government would not 

accept, it would have at least the great advantages or 
(1) clarifying our own policy and rallying support behind the 

president , (2) create seri ous division in Japan . 

If the Japanese Government were to indicate i ta 

tentative acceptance in principle, the President could at 

once call a conference in Washington to be attended by 

Chinese, British, Russian , and possibly Dutcb Eut Indian 

and Philippine representatives. Inaa111UCh aa all the 

important concessions are to be made by United States and 

Japan, the participation of other governments 1n the 

conference need not complicate negotiations . 

The one danger inherent in the proposed concessions 

is that if accepted by Japan it would provide her with a 

breathing apace during which she cc:uld greatly strengthen 

her military and eccnomlc potential. She might then be a 

greater threat to us a year or two hence than she is now. 

Against that possibility are the following factors: 

1 . Ow1ng to the scarcity of many raw materials abe will 

not be able to expand her navy and air force during 

the next year nearly as much as we can - - particularly 

in view or the provisi on in the agreement that we can 

buy 80 percent of her current output of armaments , 

2 . The next two years are crucial for ua. If we can 

obtain the release or the Russian, British and 

American forces now being tied up in the Far East 

by Japan • a con tlnuous threatening, we will have done 

• 
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more to s trengthen United Kingdom and Ruasia 

via- a-via German:y than we oould with a whole :year 's 

output of planes and tanka and ships . 

; . The Japanese people would be ao relieved b:y the settle­

ment of the China "incident", and t he end of the 

threat of war with major power a , and would be ao 

happ:y at the cessation of economic strangulation and 

the emergence of real prosperit:y, that it 1s hardl:y 

likely that an:y militar,. clique could stir up 

ai.;nUicant trouble for :yeara to come , 

4. Plnall:y , there would be nothing important left for 

Japan to threaten to fight for that she could hope to 

get 1f German:y were defeated. Japan would hardl:y 

dare invade ChJ.na aga.in soon -- so long as the Chinese 

did not have civil war . Japan would certa1nl:y not 

wiah to threaten the United Stat es, the United Kingdom, 

or the U.s .s .R. if Germany were defeated. She &lao 

would not wish to interrupt tho annual. increments of 

loan to Japan, nor again jeopardize her markets and 

sources of raw material.s. 

Altogether, the likelihood of Japan's strengthen­

ing her position and re- entering the world scene aa 

a belligerent aggressor in the next few :years seems 

ver:y al1m -- provided German:y ia defeated, 
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TREASURY DEPARTMENT 374 
I NTER.OFFIC£ COMMUNICATION 

DAT• No~eaber 17, l9Ul 

TO S•cretary Morgenthau 

' "o" Mr. Bell STRI CT LY CO NFID ENT; .. 
Off icial aateo of Br lt!oh- owned dollor oecuritleo under the vesting order 

e''ectlve February 19 , 1940: 

~ro. of Sheree $ Proceedo ot llominal Value $ Procoedo ot 
Sold Shereo Sold o! Bond• Sold Bonde Sold 

-·1)". 10 62o 24,816 l'j,OOO 
ll Wll Ill !Ill 

12 1111 !Il l 10 ,000 

~& 
Jlll 51l Nil 
Jill 1111 llll 

15 1!11 Nil llll 

620 24,816 25,000 
S&let from 

i'eb.22,l'l4o 
Ko~. 8,l'l4l 

to 
1...828. 856-l/2 231.070 .558 45,42},016 

Sale• froiD ' Feb.22,l940 to 
'l,82'l,I1J6-l /2 ~1!95.374 4!j,448,0l6 37.32'1,464 Nov.l'j,l941 --= 

• Regraded Unclassified



II: 'n 17, ~1 

" 

6 M ......... , 
...... - .. a 3 a. .... - -...u ., .... 

'lift...,., ... _,.,. el ,._ let .. l' ..... II: 3 I , , 

...... 1' .,, QQ, ........ u.u ..... , ____ .. - ., 

''- lrlU .... U. ... ..._. Ill I Sill al , ... ~ 

•-...... .r .. Ten ...... -·"'....,., ..... 

a ,, ......... , •. , •· 

(C!qnod) D. W. Bm.t 

..._'ears~ .t tM,. I · 

........... 
"-"" ..... . ........ ...... ., ... , .... 
.......... lift. 
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NOV 1 7 1941 

ftle Prende\ 11M _, .. • ""' e r \!Ia 
1ft'- aC I Ill \e ....... Dr . Uftlo II • ..._, 
u.s. ~ .r \!Ia ~ • •••• r.-.\\eao 
et \M IIIIIL \ell 0\e\ea and c .... , '""-1 \Uq 
a naeb\ia et tl>e lel-' I I P I I I c:-1 \\ .. 11!4eh 
••••• rrte the\ trawl. twt 011 ..- tn eovet.ri• 
~ M 11Mo :u.... Be 11M aaloed ~ O.pan­
-'• alae wl\b .,_ 11PpW'..ao11\ and \!Ia IApar'-\ 
et hnloa, \e ~ tllle •''"" _. M '- \a1.cl 
- \lla\ be ........... ,.. '" .... , 1a \ooiul> wi \h .. -*• •• ,... 

l lhaU - &lad '" - ,. .. - .. la\ar .... '"I!Up 1a ._, W7 ,..allla. t haft ..... 4 
liP. "· n. 111>1\e, ..... 11 ........ at \1\a ,., .... , ~-· 
c-it-, \a S.ftiU.p\e wha\ e\ape \! a 'h-•1 - '* - be wlll M .,...Jehle t• ..., ..til'• n 
- dl.-'- 'lllllell ,.. .., .... _ _,. 

,. H =W• 
AlleU A • ._la, 

... ell,_, 

S•••WJ el \t.e Yvwsid") . 

Aeale\aa\ Ilea • ...,. of State, 
11\ete Depar ....... 
~.u.c:. 
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mil •ua. to "Jill 1 taw ,..d'IIW&f o1 
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Vftll1 -. ..... Uae W4 "-'M 6114 Clll&4&o 

J: l:la,. •UMil &o Slro .loA, !111.1'11.1 lro1 ._.,.._, IMNNI'J ot l &&ll, h IAl'lmll bJa 
\llal .. an &'Mil,- to IOSI.lll&U el.lll>. lWa ~ 
tb11 .t.... . 

ftle rne14eal, 

·~~. 
' Ill , .•.. , .... ,...~ 

!!18 _,lito no••• 
••~ieetoe~ ~.o. 

382 

Regraded Unclassified



. 
. .j. 

383 

#OPY furnished to Dr . \',hite per Secretary's 
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THE WHIT£ HOUSE 

WASH INGTON 

My dear Mr. Secretary: 

November 7, 1941 

I enclose her ewi th a copy or a le t ter, 
dated. October 22, 1941, addressed to me by 
Dr . Alvin H. Hansen, United States Chairman 
or the Joint Economic Committees or the 
Uni ted St ates and Canada , t ransmitting a 
resolution or the Joint Economic Committees, 
recommend ing that the Governments or Canada 
and the United St ates undertake, so t a r aa 
consistent ~ri th na tlonal safe ty And the 
necessity o r Ca nada t o conserve her suppl ies 
or forei gn exchange, t o l i beralize the r egu­
lt tiona now 11mi t ing the t r aditional f reedom 
or t r avel across t he common boundary. 

I belie ve t hat the obJec tives embodi ed 
in these rec ommendations a re desi r able, and 
I am therefore r equesting your Department 
and the Depart ments ot State And Justice to 
explore ~hat steps can effectively be taken 
to accomplish the desi red ends . In order 
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Regraded Unclassified



- 2-

that there may be some unlty ln this work , 
I am asking Assistant Secretary or State , 
Adolf A. Serle, Jr., tlho i s :Ueo an oc­
casional member ot the Joint Eoonom1o Com­
mittees, to keep in touch with your Depart­
ment on t hese matters. 

Very sincerely your a, 

Enclosure: 

From Dr. Alvln H. 
Hansen , October 22, 
1941 . 

385 
0 

0 

The Honorable 
Henry Horgentbau , Jr. , 

Secretary of the Treasury, 
Washington, D. C. 

I f • I .. 1 

I 

r • (. 

' 

r 
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Addreee offialal oorreepondenee 
to the BoiJ'd 

October 22, 1941 

I enoloee a reaolutlon or t he Jolnt Eoonomio coa­
altt••• or Canada and the Unlted St atea , algned b7 the 
reapeotl•e ch~lraen o r t he n~t1onnl ooaoltteee, reooa­
ae nd l ng tha t tbe Goeern•enta of the Uni ted St a t ee and 
Canada undertake, ao fAr aa oonalatent vl th nat ional 
aat1t7 and the neoeeelt7 of Canada to oonoe r ee her 
auppl1ea or rorolgn exohange, to liberall~e t he regu­
l a tlone nov l l•1tlng tbe tradi tional freedom or tra•el 
aorooe t he ooamon boundar7, 

The Joint Eoonoalc Caa.itteeo feel th~ t while tble 
proble• 1n the Unl ted St atu 11 pr1aarll7 an .. d•1nlotra­
t 1 ve one conaern1 ng the pauport o.na vha requil•e"ente 
ot the Deportment or s t a te and t he 1mm1grat1on regu­
l~tlone or the Depar t ment or Juetlce, 1t baa eoonomlo 
r~lrlaatlona or l•portanoe. Tbelr prlnolpnl conoern, 
la.lveee r , la t o remed:y t he anomal oua oHUI\ t10n 1n wbloh 
the t~ oountr1ea are mo e1ns t oward cl oser oollaboratlcn 
ln econoalc qu~atlona but pulling apllrt ln personal 
contaota between tbelr peoplaa. 

The co .. ltteea fur t her reoognl ~• t hat the reetr1-
ct1ona on pleasure traeel 1n the United St • tee 1a ,o aed 
b7 Canada bate bean r equired b7 t he exlgenolaa or 
oonoerea t 1on or United St a teo dol lar exchange . Tbe7 
r a1oe t he queatlon, hoveeer, whethe r the United St ateo 
alght not be 11repa red t o mf\ke ac111 t1nano1al arrange­
aent or oonoes olon vhloh woul d en~ble the Canadian 
Go ve r nment, 1r lt le agreed upon t he deelrabll 1t7 or 
ouch ao\lon, to l1btrR11ae theee r • etr1ot1one ln ooae 
degree. In the Unl ted st~teo , t hl l QUII\1cn preouaablJ 
t nl l e vlthln t ho competence or t he Oepartaent or qt Rt t 
~nd the Treaeur y Depnrtaent, 

1he Joint £oonomlo Commlttl tl vould sporeola te, 1D 
the eeent you concur 1n the wledoa or the propooale 

1nd1oa\ld 
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1adUa\e4, ~t 7011 d1reat the Departae11t ot State, 
the Departaent ot J ueUae, aD4 the fHUUJ'7 Depal'\­
aent to explare vbat etepe a en effeot1Yel7 be takea 
to aoooapUeta tba dadre4 eD4e. 

!be Pree14nt 
!be lrllU e Houaa 
Wa enlng\ on, D. c . 

ra1thtull7 your a, 

ALYII H. HIJI&ill, CHAIRIWI 
UnHec! Btaua COIUI1\t .. 

g 0 r X 

II 
38? r 
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/Mftl 

UIOLU7IOJ OF ftll: JOII! II:OOJOIIIO OC*IIITTIEI 
or QMt'M AIR m YQDp mma 

(1) 

( 2 ) 

( 3) 

(1) 

••• 1 .. n.,.4 w1 'h "'"' the nl4ent 41-
aln~,lOD 1n the 1atlaae7 be'veea tbe 
peeplee of Oaaalla an4 the Ua1te4 St•'•• 
Vbiob bae 1NIIll.U4 trooa t he 1apoi1UOD 
of reetrletlone oa tbe tra41t1oDal tree4oa 
or traTel aerou t he •-on boundar,, ... 

RaTln& reaocalae4 tbet t heae reatr1ot1oae 
baft -roue eooaoalo a~Hh, part1o'lllarl7 
u thq relate t o aollilll t7 or labor betve .. 
the tVOD oo1111tr11a an4 to tbe ooatrol ot 
torelp eub.aqe, aa4 

Ha.tac reeocalae4 that t hle la 11kel7 to 
a44 to the 4lft1oul t 7 ot eatabl1ah1DI 
t b t.t ulll t7 of teeU ng vbloh 1a uuaUal 
tor the t'lll l eellnboratloa of the goTirD­
aeat e and peopl e& 111 the national deteaae 
effort• ot the t vo o~untrlea , an4 

RaTlag reoogn1ae4 t he ba elo 1noonelet ene7 
between thlee de•elopaente nnd other ef­
torte or t hl t vo c•••r~ente d1reote4 
'oward 1noreaa1ag ooopera, l on betweea 
Caaa4& aDd the UnUed StatUI 

ThA t the Go•ara.ent or the United s t ntaa 
atud7 aaev l u pau por t aDd Ylaa INQII11N­
aanU tor Oa~tadlaae eroulng the CaAa41aD­
Aaer1oaa bor4er, wltb a • lev to Uber all-
11DI the reglae aa t ar •• oonal stent with 
aatlonal aatet7, a114 

( 2) !ba' 
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( 2) !bat Uao CaD&cUaa Oon rDIIeM gin per1o411 
e\U47 to t he 4ocr•• \o vh1oh i t ie 1n a 
pool,ion to l 1boral1ao ito exohange r egula­
tion• 10 1.1 to per.\t a creator t ra•el ot 
Oaaa4lano 1n tho United at ateo, and t hat 
\ he approprlatl ott1ol &le ot Canada a nd 
t ho Unlto4 Stateo d\eouoe the•• matte r • t roa 
t1ao t o tlmo 1n thelr ~dD1n1otratlvo and ti­
aanaial aep11t1, 

Slgned: 

tnrii! II , HA!!Sil~ n ted:Stateehalrm&D 

Datil Ootobor 11, l Q4l, 

Regraded Unclassified
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TREASURY DEPARTMENT 

I NT ER.OmCE COMMUNICATION 

To Secretary Morgenthau 

••o" H. D. White 

397 

04T• November 1~ , 1941 

Enclosed is a new forecast of Canada's gold and dollar 
exchange position for the coming year which baa been pre­
pared by the Canadians . Dr. Clark , Deputy Winister of 
Finance, g ave this to Wr. Coe in Ottawa the other day and 
asked him to transmi t it to you. 

There is also prepared a letter of acknowledgement 
for your aignature . 

l. It appears that in three months July- September, l941 , 
the ai tuation was a little better than that which had been 
forecast. 

2. The f orecast for 1942 indicates that the loss of 
reserves in 1942 will be small whereas previously a l arge 
dollar deficit had been expected. 

~ . The big f actor in chanuing the situation bas been 
the war purchases by the United States . This par t or the 
Hyde Park a greement i s working very well , though it is 
impossible t o assign particular sales to the asreement . 
Lend-leasing by Britain for Canadian fabrication is proving 
to be a comparatively small affair -- only ;11 million 
forecast for 1941 and only $44 million f orecast for 1942. 

Attachments 2 

• 
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Porecast ot Cena4n ' s Fore1nn Zxob•n G• Poe1tton 

Notes on revis od estSna taa 4ated Now . l . l94~ 

398 

l. Durtnc the three months July to ~op t oaber Canada bad not 

oaab reoe1~t o ot u .s. do l lar~ to thu onount o r '~ aill1on , 68 con­

pared w1th a toreoos ~ (in July) or u not ou oh do f tcl\ or )27 million . 

Thu \ Mprovenen ' or )30 nillion t o ottributubll eh t o fly to tnor~ns~4 

oxporta ( ~?~ m11\1on nbovo ror~C03 t) cn4 contt ~l r ece i p ts ( i l3 

m1111o o above t o r ocas t ); thero wer & al~o other orr~~ tt 1ns lneroasea 

anJ deor.ta5oo . 

z. Th ohc.r.r.o 1 ~ t t\1. f'o r <J c oot tor col"'oll-.r r~a.ro 19-41 end 

194 ~ lo abo~n ~olow : 

(3 n lllions u . s . ) 

~oeorvao or sole 1\!ld u.s . 
dol.\.,ro •• Jan . l 326 gou 330 2~1 

Cuuh ourpluu or 4o fi cit ::..l,.ll :.ill. ::.ill. .:-__ll 

1'o r o c6o. t r \loor va R u t 
Doc . 3l _ill. _!..~ . .!.!!. ~ 

Th.o oa t \ma. t o& this tl nc ba vo \ltt.tn oxtunctod t o Harch 31, 

1943 , tto ond or t t.o next fiscal yoor. ~h.oy abow a r oreeost ne t 

4otici t in th~ fir s t quort~ r or 1943 or ;$2 •illlor. , ~o4ucin& 

r oaor'l ·a •~ ot :·a rel: 31 , 19-43, to lSI ;,lllion. 

3 . Thole oaloulnt l ons tnvo l~o otrt &in •••u~ tiona , ~he ch i e f 

of wM cb arc : 

( a) Thot lbl oa ot' nunltl onts o.n4 eh ipn uo4or th e Hyd o Pr..rk 

nar~ooon t will bo eonsummot od ln acoordono o with t hu pro ~rao 

ao o r '3upt ~.>:nb<Jr 30 , 1941. Tb~o~ oon t\·aotn tor ah ipn ( '.1150 

nillion) ho vu r.o t yot bo ~r. ~ l ~n~d . 

(~) Tha t do~n-pnyaonta anU progr aae - payoo ntu wi ll bG 

r .o oolv .Jd in aec o'l" d4o.ce wl t h pr O.J'lD t o xpcot" tlo na , nanoly, 

• 

)20 allllon oc or4nonco and ~•e n11llon on ahips , total ) 68 

Ai ll i on t.o b ... r ocelv .Jd ln tba 4.t h q.uarto r ett 1941 ( ·32 nttllonl 

6D4 t b3 l a ' qu 3rt cr ot 1942 ('36 ntll l on) . 
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(G) Tbat priGos i n tho Unit e d Stotoa wil l not i ncrease 

a1sn1f1oantly . It ~uch an 1ncra~oo·dooa occur , l t would hav~ 

o vory odvoTso ottect on Canndo ' a u.s. 4ollar posit i on -- it 

misht attoot aloost all i mporto from tho UnitGd States (Gxoopt 

thoao contracted to r in advanoo) but would bo unlikely to 

attoct auch ot our oxporta to t bo Un1to4 Stat~ a ( c . r. . , GOld, 

nowepr.i.A.t, luabor, ::~~unitions and ah.tpe ao ld by "lar Suppli .a a ---
Lia1to4, GtC . ) 

(d) On the othe r hand . allowo.noo baa not boon mado tor 

probablo and poosiblJ ronowal Jftl oe bt or Suppl i e s Li~itod 

a pooc lblo not totn l of ) 120 million; ortoottins tbis in 

port , tho os tiLV.ltO of Canndic.n w.lr import& ohoWB sor.1o t oporing 

orr •thioh may well not occur -- it i s Vl ry difficult to 

projoot t his i t om into tho ruturo . 

( o ) Tho r ., i s also tho posa 1b111ty or shor taso or supplioo 

r oo trlo t lns inports rro~ th J Unttod ~ totoa, or ~xports to 

tho Unitod Stata s . 

4 . Tho chiot r ov1s1ona in tho oa timc t o~ aro at.own bol o~ 

(a nogctivu sign indieatos a doerceeo in oatirna t od r aeoi!1ts or un 

1nor ooso in oo timatod oxpondituros) : 

• 
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•xp or~ o to U , S , A, ( o x Hyd o Park) 

!=porta Crom U. S . A. (ox Rydo Park ) 

How1y r>1no4 gold 

'rourlat trnvGl r l)ccipts (a) 

Uowroundlft nd (b) 

Sorvlooo: r ooolpts (e) 

oxpond 1 tu:r .J s 

Cop! tnl: r oool p~o 

ox~ond 1tur•• (o) 

l!ydo l'nrl< (d) 

.. 11 oth•' r (no t) 

Total 

Lo g in oaoh p~ymvnta , otc . 

llot obnncn in torocaet or n~t 
ocoh ro,~ootpta~ 

U ... t oc.ah r ooo t.pta: 
ohnns~ (~o obov~ ) 

pr ..,vioua torocnst 

now tor~ c oa t 

1 941 

37 

l~ 

- 4 

- 36 

l~ 

22 

- 12 

1 6 

23 

- 66 

lO 

-11? 

-109 -

23 

-15 

- 36 

10 

no 

- 16 

21 

..l:2. 
104 

122 

400 

Tot ol for 
2 yonrn 

82 

38 

- 19 

-?2 

23 

42 

- 26 

1 6 

47 

132 

(n ) Touri s t r o e o i pta and oopi'tl&l uxponditur~s hGV ~ both 
b•1on r oduc od by '23 n i llion , r~ prooo nt ln~ tho form~r 
oa timo t o of t ourist rocolpto ~hich did not produc e 
U.S . dollar s b~oaua \.i thuy uo r\J rtnancod by purchusos 
ot Ccnedten dollara in th~ unotttcidl narkGt . In 
dddit100

1 

t ourist r~ o ciptM haVJ bO~I\ r wdUCQd by ~13 
~illion . torv t sn £xohnn~u Contr ol Bocrd records do 
not tdont ify ~ •~n ~9 1 Alll iOD (tho now ~a ti n5to) as 
b., tnc a.o tunlly r!.lo olvwd in U. S . dolla rs, and c t ur \ h \Jr 
r oduotion n ny hat'o to b .... ·\fldU in l6t ~JT ostt~tos; lf 
eo , bo•~·t .., r, th :~ r ... ttould bo Cl oorruapondir.: lncr..:~3 L 
tn tho O.loount st.own tor 'Othu r •orvic -; , ::.:isc~ll~ n ooua 
tnoo~l) , e tc . "' or tor 'lr.t oJ~r ..,s t on4 dlvtdo:ld:t" . 

Footnotoo t o tho ebovo toblo : 

• 
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( b ) N<>wfound1o.ud ' s n t t r o o ,J i p t o o r dufl c1t uns ro r n.,rl:r 
t hou c h t t o b o 1 r.ma t ... r 1 a l , ov .r :L t ull yuc r , but r oc \.n t 
d ov" lopm .. nto i nc!i c~ t u t h \• r ... will \.h1 o nnun l n o t ro c oi pts 
l n t l1o n~ount~ ntown . 

( o) Tbuc u l!lisco1 1en >oun 1 :~co r.a ruo <Ji pt• , oocordinr. to 
.For" 1Bn Zxe h.:n: .J =:or.tr ol Bo:t rd r c ords , c. r .. subs. t .. n ti :t lly 
t -r 1tt tor t hen pr .~ ·tiOUtl vo tin. t r a . lc .. t.l UO t h CO.!-
c 1ud10.I; svn tc~cu i t. :H•t . ( .) bov" • 

( •I) This h c.L·o~ t ·~.t i r -ly n :u ~o tioa or t1n1fi ; . ~t ~ tovt 
t o t:_rch ::a , 19·~~ . 1 '1 .>xc ct l:· t hv s n .. - ~,~ · s thw t, ... t ... l t o 
Ooc or b vr ~1 , 1 9•:2 , i.l t!-:" pr \" 1 o~t1 c:a tt n.:. t c s . 

5 . Tn bl o I o o!lor.:J t :. .. ~.,..; t uf f ct tJ t t h l:ydo Park Ac ro\J..tont . 

Probrbl • ~xpor t o t o ~~re i J l , 1 9:3 (tot ~ 1 v .tuo 1 ~ u . s . do l l nra 

u xcluc iv~ ot C .n~dinn fr Ji t t to bordJr) a r~ ~a tinn t ud ~$ fol lo~S I 

,/t.r Sur p lio a Linitod 

Aluni nun 

U~ 1v. rGal ourr i~rs 
Guns 
i\ n,-.un1 t i on 
R<. d i o ·.p1lnrc. t us 
Al r cra.rt , ~nr t s, otc . 
~t 1p3 
7oxti l CJ s n:1.d .:'" i .J c :::ltm ... t•t o 

Ot i nn (ordnan c e ~cd ~iror .t t) 

o\dd: C::ud i c n f r oicb t t o bO>dc.r 
Duduct: u.s . oont~~t o r Due~ ~xror t a 

K ; t .; xporto 
nt! j u~ t for nc1 VO.!'I CO pnyo,.nts 

No t ro c u1ph dur i nG p .>r1od . .. 
s n vi nJ.. on othu r wa r i n!)or t .J throu - · tJ •• , . 

obtn inin" oonponc nta und~r L nd - LJ n !JO 

li- t off o ct in U. S , d <o ll<•r• 

14 
61 
84 
33 
2i 

160 
~ 

:i5 :rrn 
35 

':i5o 
15 

- 01 
~ 

36 
"""4?.0 
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nKlteUC C'.At!l.!Y!'S rtlJ'ICl!J!C'i OP U. s. OOIU.!tS 

Depltt.ton or 1 iqutl.l rnerYea 

Liqulda.Uon or otb.,. u .s • ...se ta by Canada 

R~uctlon 1n Canada '• U, s. dolla1· uaota 

l"ew im' .. O!\ent 1n Ctnat\e. 

&Jb-Whl : taotor. inct"euing Ca"-da.'a nn u.s. 

Col4 tnd U.S, dollar. bou.r.ht tt"On the United Xi~ 

tOct cttect ot H)'ISe •'ark aa;reeeent 

,..,tal ( tquala to\&l cub l!e t'iei.t'rc.;) 

O'P"IICUL A.\'D t'll\'AT! LIS't!!D R!SERY::i 

I'Ald at bt«.inntn~t ot period: 

Ot't'lo1&1: - fPld. 

U.S. &)lla1· bllencu 

Tohl (a) 

l'rlvatt (b) 

Total liquid. reserve& 

liet inCN.a•• or decreue dur lns p t."rlod 

!'eld at erd or r er1od 

h 7'ota.l ·orrtcia1 • holdlnp - Fon-ign i::w:dvutce Cont rol 
!bard, 1f1nS.ttr ol P nanoe and !lldt c f Ca:\a4. 

II ' '> --- - I.-a 

Ponct.tt or c.r.aa•a Po~1~ bclwt• J;,e tUon 
,.,.,.. 1' l Ml 

238 

146 

:184 

!I) 

477 

22'1 

~ 

•• 

];!Btz 1: OOLO JJI) U. S. Dt"'IARS 

( In lll.llt on. o r u. s. doll> .. ) 

61 

81 

142 

27 

16D 

227 

205 

&6 

O:J) 

19<1 1942 

109 16 ~· ~ 2:1 ... >7 _,., 1 -JJ) 

40 20 ~ u 14 10 ~ ~ ~ 5 

149 :18 ll'l 64 :18 7 42 -u • -. 
4l 3l ~ 4 u 13 5 ~ 5 a 

100 .. 62 68 &~ 20 47 -JJ) ll 

? ' ? nil nll nU ' • ' ' 
"" 307 :10 :M :5 .. 97 90 

136 1:18 156 Uf 15f 156 156 1:18 1:18 15f 

1!>1 C5 69 194 141 uo 122 85 105 104 

221 ~ 350 277 25& 258 ?21 :161 240 

( b) 7ou.1 hol dn17 ot ,,,$. lOllars ~all ot.hl!r reaidea:b ot e..n.t_., 
e:telu..! in'" Cana41an banko a n lnaurance eo~p&nie~ llboae hOlc:lfCa 
o f u. s. 'O~lanl are r..-tro' t o r Ue ru.I'J""'ses or th!i.r tt.S. b.lainen. 
":b•· t otab aM• an exch• Jw or $20 cllt ioft in ainiaa wortdt l! 
belanc:e•· 

1 ... 

40 1 

& • 
60 ~ 

5 4 

55 a 

' • 
• 
• 

15f D 

114 lJ) 

260 u 

12 

u 
14 

15 
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• 
' 

8 

' 

Jz:porte or 4etettee artlol .. ea.cl d\atau.C•) 

0.4\lot: 0,$, -4ollu ooatent or e1.110h ezpor;:a(b) 

liltt uporh 

AdjM\Mllt tor 4orD ,._,.. ~~;te earS JII'OC"eU s;.,_h 

X.t oe ela !'UalF • of u .s. 4oU.re rroa ncb ezpo!'U 

403 

Fonuat Of C.a..o4a'a rotoelp EeMap ,_itt• 

TAIU J • t D1"!CT at H'fD! PJ.RI Nlfl'ii!£-T 

(h •tUtoa.a ot u.s .. doU.n ) 

81 384 ,. :.91 

" •• 1> .. .. ... • 1 .,..,. 
116 .... • ·10 

168 ... 61 :!Cit 

Dttnc• .r'tloha t.po:rta4 troa U.S.A. by V.JC. ed.r ( ) 
IAD4-&.aae ( l:A N CaodlU Wl" pl'OducUOD t o.r U,Jt,) b tt •• l! .. 

Net ethot. on Canada'• tJ.8.-4oUar bdanc .. 190 ... •• :"1&1 

Htt oeah ~oetpta or outco ( .. ) n o l\lld.lna H74• ..... . ... - ~2 -,.,. ~'13 

er.t o .. b N c alpta o.r outao toolwttac HJd• Park - 16 
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tll!I'l'3D sw.T!:S !!Il:'i' SERVIClll 

San Francisco, Calif, 

lioYember 17, 1941 

Secretar.r of the ~reaaur,r. 
Treaeu.rT ~rl:zent. 
\ aahiD&ton, D. C. 

:lor.r Sir: Attenti on ?rank Dietrich 

I ao cncloains c~y of a lottor vbicb I haYo 

tocll>:v hl'.nded to tho Fodo..-1 Buorn :o .. k vitb chock -

alao aix copie s of mettorond..u.m form 42- R. 

Ho:;>ing you vill £1nd evor;vthins in order , end 

407 

auuring you that I &Q glad of t ho opportunity o! oen~ 

you at any tao, I am 

Copy:oc : ll-21~1 

llu pocttully. 

( o~od) P . EacJort:v 

SuperiDtor.dont 

Regraded Unclassified
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rederal Reoerre !auk, 
s.,. rranciocc, California. 

!here waa on Joveaber 6, 19~1, delivered to tbe 
1J, So llin\ , S... rr ... ciaco l6o, 428o5l OUDCII of e<>ld vbich 
arrived 1n s.,. rr.,.cilco on t he SS •J.oer'be14Jan• tor the 
account ot the State BaDk ot t he o. s. s.a., Koocov. Yo were 
inetructed ~ telegram troa D. w. Bell, J.ctinc Secretar,r ot 
the !reaeul'7 (cop)' of wbich 1o a ttached) to inotruct the 
Federal Reoerre BaDk of San J'r.,.ciooo to tr.,.otor ~ tel.­
gram to the rtderal Reoerre Bank ot New York, tor credit ot 
the Secret&r7 of the Treaoury, SPecial J.coount, and to 1n~ 
elude in the telogroa the number ot -

Fine OUDcea • 
Dollar value 
Mint ch&rgoo 
Net eaount 

tor which latter eaount we are dlliverinc rou our check. 

!he •ount ot on.-tourth of one p_.• .. cant {l/4{.) 
hendlinc charce to $1~,03~· 97· 

superi ntendent 

• 

408 

.. 
• 

Regraded Unclassified
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Sail ho.ac1oco, Cel.if. 

11)0 p.a., IcT, 17, 1941 

D. Y. Bell 

I ban tcclaT 4eli.,....etl to J'etlerel. Jleeern Ballk, Sail 

rr ...... heo, clooelt tor tin aillion eix hundred thirteen 

thouao.atl eicbt hmulratl tva11t7 eix tlollare eh: eenh for 

cretli t of the Secret""71 o Special. J.ccoWit. 

BauertT 

Supt. 

COPT - 4.1:1 - ll/1!{41 

Regraded Unclassified
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In re]))T refer to 
Ju 859#..5151/5 loYoabor 17, 1941 

VUh reforeDOo to a w1ephoM coAYer.aUoJ> ot 

lloftabe• 1), 1941 beWOIJI ~. Diowtoh of \he !l"oanJ7 

Dopar••~ aDl aa otticor of ~ D1Yi o1oa ot lw-"P""' 

.Atfaira, 'there h quowci for J'OUZ 1otona\1o11 ~ follow-

1111C .. lt-o:oplaaato1"7 parap~~ra .. of a tolocna ao. 111, 

cia\Oci lloYoaher 12, 1 p.a., froa ~~ Mnicaa Kin1owr 

at lll;ylrJaYill:, Ioolaacil 

•1 haYO DOW been auuroci 'b)' \he :i'oroip 
Otfico \hat \he 1nacioq,ua<>;y of Icolaac11c curr"'o7 
haa olll7 ox1awc1 w1 th I"IIIPOOt to coina of omal1 
4.el1oa1D&UOD aJ>c1 tha\ &11 aciOquaU WpP~ of 
IoolaJ>c11o OUJ"NJ>C7 1o DOW aYailablt. 1 cioul>t, 
hoW.,..r, wbo\hor 11> c!YiiiiC ao thoao aoiUJ'ancoa, 
~ Iool&llllio off1o1ala haYa pYID acioquate weipt 
to ~~ fact tha~ \he illOroa" ill ~ha -bora of 
JMricaa ~roopo bore will oocaoiol> &D iJicNadiiiC 
11Mc1 for lcolaJ>c11o cu.rreJ>C;y, !ha7 probob~ aloo 
haYI DO\ pYOil aoff1o10~ coJI&14.en\lol> to ~ 
factor ot J>OI>NCOYU7 ot ooilll of ..oil aoall 
Ya1uo ao to bo ot DO u" to ouz aoWora. S1oco 

b Roaonb1• 

1!8111"7 l!or&el>thauo J r., 

Sooretaey ot ihe !l'ro&IUJ'7• 

Onoral 

410 

Regraded Unclassified



O.Ditral BoDitoteol bao \Nola prooall.Uoao to p't'IToa\ 
4ol lar CU't"t''llCJ' fr<a fall1J1C 1ato lho ball4a ot 
Ioel&D4.1ro ...,.,,....,. \o Icolozo41c la, I roc-1111. 
\bat aer1oua eclll141ra\1oa bo c1na by tbo State, 
War all4 · THUU17 Depa:I'\Dita\1 to tho ooatea\o ot 
a \olocraa wh.1ch \he Gelllrt.l 1o to4ay ooll41JIC h 
\he 0h.1ef ot S\eff , aott1DC for\h '111 llllll1 nl.14 
roaooao -iaot po;vaoa\o to tho 111l1to4 S\ateo forcoa 
ill ll:r OUIU', 0 

S 11lcoroJ.T ;rouro, 

l'or tbl Socrotar:v ot Statal 

( o1p4) A. .t.. :Sul.a, J r. 

Regraded Unclassified
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In replT reter ~ 
rr 

the Secretary ot State preoento hio ccmpl1aento ~ 

tho Ronorah1e the Secretary of the froaeur7 an4 

enc1oo .. eopho ot the ~aphraoe ot a o1rc1:1lar h1ep-aa oont 

~ Dip1o&at1C iUooiono 1n Central an4 South .&louica, llcn>~ber 111, 

19111, rep.r41Jl4 gold ahl.pooento troD lapen. 

:Enc1o oure1 

To the Diplomatic Miaai ono 
in Central M4 Pouth .America, 
l!oTemher 111, 19111. 

ohlcow 
11-17-41 

Regraded Unclassified
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D.A.'lll 

110, I 

·~ 

P.AliAPI!IIJ.D OJ DLIOIWI 11ft 

!ho Diploa&tio K1ooiono in Control and Iouth Amlrioa. 

WoY .. ber 14, 1941, 6 p.m. 

( 0 IllctlLAJ.) 

Jor tranomittal to tho Troaoury, it 1o nqu11tecl that 

tho Dopartaont be ~orzeol v1 th re~ to all tutnn llhipaento, 

an4 OAT recent llhipaento , o.f cou froa Japan. It 1o 4eoirable 

to llnow 1t the ohipmonto in quutlon o.re in po.J'IIont for goob 

4el1nre4 or for tho 11to.bl1ohaent of oxchanc<~ uooto for pur-

ch<t.ooo in the future. Thio infor1111tion 1o nee4e4 1""'ed1ato}7. 

ohiCOPT 
11-17-41 

lltiLL 
(JL) 

41.3 

Regraded Unclassified
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In ropl,y refer to 
n 

No~•mber 17, 1941 

The Secretary of State proeento h1a compliments 

to the Honorable the Secretary ot tbo Treaaury end 

onc1oaea copies ot tho paraphrase ot telegrac no. 1747, 

dated Uo..-ecber 15, 1941, from the J.» ric&m bburJ. 

Rio do Janeiro, Brazil, concerning tho transfer of 

funds ~ the Vi chy OoTerncent to the Emproens 

:Braoilero da Aguas and to thO :Bt~nco Port~J8Uoae . 

Encloture: 

Cop1ee of peraFbrea• ot 
telegram no. 1747 fro= 
Rio de Jeneiro, dated 
NoTOcber 15, 19?1. 

41.4 

Regraded Unclassified
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1'1!0111 !morie&n l:mbaoay, Ri o do JIUioiro, llradl. 

DLTE: November 15 , 1941, 4 p.m. 

NO. t 1747 

Thio io in further rotoronco to ~ tolotram of tho 

8th of Novo~bar, 4 P••·, ao. 1693. 

41.5 

who h now 1o Viehf, hae a4vhod tho llaneo !opirito Santo 

of Port~ that 65,000,000 oocwloo for tho account ot 

improu.o llraoUoro de Acu&o will bo traaoferrod to oa1d 

bank by t he Vichy Government. Inotructiono will &leo be 

c ivon t o tho bank to trenofer to llanco Portugueoe in Rio 

do Janeiro for the wat er worko procram 10,000 coates, and 

upon tho eonaumgatioa ot t he contract, the balance will 

ba tranoterred. 

CowtbJ:ll-18-41 

Regraded Unclassified
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In repl7 rotor to 
'n 

!he Soorotar7 of State preoonta hh co~l.lllenh to tho 

Bo110r&blo tho Secretary ot the frea"""7 p4 colo••• coplu 

of tho p&raphraao of telecre~~ 110. 1150, 4ate4 loY ... bor 15, 19!11, 

to the .t.aerican E:lbu07, ll.lo do Janeiro, :BracU, concornillc tho 

pruent otatuo of certain nueh to be t ranaterre4 to J'anonenian 

U6 

roc1otry by tho .t.merican :B3lt1c Obarterins and 8h1pp1nc Co~. Inc, 

lnoloourot 

~o l1o do Janeiro , 
no. 1150, RoTecber 15, 
19111. 

eh:cow 
11-17-41 

Regraded Unclassified
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'1'01 .America~~ llm1>uo7, Rio de Janeiro, !run. 

llJ.Dr llo.,.mber 15, 19111. 

MO . r 1150 

'lbh h 1D rcp17 to ,.our deopatoh of Octobu 8 , 

It 1o requutod that you telocraph the preoent 

otatuo of the C.LLIJOBliU, IIEV.Al!A AND jJUZOIJ., 1n Tiev 

of th~ app11ct.t1one made to t he United Statoo Dopsrtment 

ot ~reaoury for the unblocking of fundo for the tr•~oter 

of theoe Teoeelt t o regiotry 1D Pan...,.. vbich hr.t been 

conte~~plated. by the .American B&l tic Ch&rhr1nc and 

Sh1ppinc Co~~P&J>T, Inc. 

ohroopy 
ll- 17..111 

BULL 
( 'l!ll) 

Regraded Unclassified
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J!lCih 

.. .. 

WlCBIRI 

.U.rleu la'buq, Ilo d8 J...,.1ro 

l ocretar,r of ltato, 1aoh1nrton 

•o•nblr 17, 1941, 8 P.ll• 

1759 

41.8 

!he la'buq be.a boon 1nfor.o4 that tbo Director of tbo 

llru1liall llarltae 1o not • are of uq nocoUatioaa conteiiJ>latlDc 

tho traufor of the C&l1forn1o, ArhoD&, and ~ to l'e.lleaDiall 

roclot1'7• •ocot1at1ou for tho Ylllolo roforre4 to wero toiiPOrariJT 

oupond84 'tv tho c-1oa1on pon411l& tho conclu1on of nocot1at1ono 

for tho Italian ahlpo. 1hon t hio latter 4oal 1o conclu414 it 1o 

expooto4 that an offer will bl 111&41 for tho Danilh ohipo callinc 

for (1) their tranofor t o Brao1lien !lac with proYioion for reoalo 

after tho war, (2) fora of po;raont will bl a no.,..necotiablo oro41\ 

in tho llanlt of llra•1l, no tranofer of oaoh inolY14, an4 (:S) after 

tho war io OYer an oqnitablo aharo of tho :profito will be giYID to 

tho DaD!oh intoroata. 

!'ho la'buq .. , .,..., thot tho block fw>4o roforro4 to in tbo 

l)oport .. nt' a telegram IU'I DI0414 in connection with axpon41turoo 

for ropa1ro made on thooo Yllllla in !rasilian abiJfer4o. 

OAFJ'Il!f 

• 

• Regraded Unclassified
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Iu reply refer to 
rr llonabor 17, 1941 

!!!he Secretar)' ot State pr .. onto hit eo"'l)ll.conh to the 

Honorable the Secretary of the free.IIU'J &114 euc1oou herovith 

cop1eo ot the paraphra.ae of tologaa no. 175 troa the .l.loorican 

1lllbaoq, l!abana, Cuba, dated llo•uber 15, :!.941, 1u roplJ' to a 

Circular inotruct10I1 of JloT&mber 14, 1941 rtcard1J1C COld ~rto 

from .r..,..,, 

l1nc1o ov.rel 

J'rom JlalbMO)', llabsna 
no. 178, lloT&mber 15, 1941 • 

lhiCOP7 
11-17-41 

• 
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P.AIW'IIIi.UZ Ol 1'ZJ.!W+M UCIIQD 

li'IOih .&mericlll lebau;r, ll&bllll , Cuba 

DA~l lcTembor 15, 19~1, 1 p. m. 

ll'O. I 178 

Thit it 111 ropl;r to tho clrculiU' toloc: .. a of tho 

DtpiU't.,.llt oe11t at 1 P•"'• on tho l~th o! lloY•bor. 

there han not bee11 &117 gold 1aporto !roa JaPOil illto 

Cuba duriliC tho paot r..., ;reoro accor41nt to Won:atiou 

vbiob vae ~iod b;r aourcoo 111 tho Troaour;r Departcon t 

a~~d vbich vore coll!irmod b;r lodiliC bellk o!!1c1alo. 

obi COP)' 
11-17-41 

MXSSl:RSNI!rll 

4.20 

Regraded Unclassified
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lD roplr rotor to ., Uo~eabor 17, 19~1 

'1!b4l Socrotaq ot State pr eoen\o hie oo"l)l1&ouh to 

tho llondral>1e the leoretary ot tho frtMUr7 &114 ono1o11o 

herevi~ oopioo ot the l'V&!'hra•• o! toller .. no. 217, 4ah4 -

• 

llo~eabor 15, 1941, tro" the .bter1cau Lep.Uon, C1\14a4 fruJ1Uo, 

Doaillioan Ropubl1o , ill repl7 to a circular lnot l'lloUon ot 

UoYtmbor 14, 1941 regarding col4 1aporto tro• Japan. 

llnc1o1Nl'll 

J'roa LeG&Uou , CiuUII 
frv.J111o , DOo 217, 
Uo~eabor 15, 1941. 

eh:cow 
ll-17-41 

• 

... 

421 
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~AIIRIIII ~ mae•• DCUUD 

J'ROII1 .AIIorlcaa :LopUOA, Ci'Q4a4 !n.,IU1o, lloala1caa :S.pllllllc 

DA!!II lloYoa'bor 15, 1941, 110on. 

JO, I 317 

11at at l p. c. on the lilth of l'oYeaber. 

uq oourco in"- U>o lloaWcaa :S.pv.'bllc. llo 1Jrporh of col4 in 

tho noor tutvo oro aaUc1pato4. 

ehaeow 
ll-17-41 

L.t.W'roll 

/ 

Regraded Unclassified
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In roplT rotor to ., 
~OTOCbtr 17, 1941 

!ho a..,rotarT of State pr eoonto bh ooap11ooonto to 

tbo !onorob1o tho Socretar.r of tho !roaourr &D4 onc1o oeo 

copioo of tho porapbre .. of to1ocr .. no. 92, 4&te4 lloTOabor 15, 

1941, froa tho .AIIerlcan ~Uon, San Soln4or, lll Sa1Ta4or , 

in roplT to a circular tolecr• ot lloT•bor 14, 1941 ropr41nc 

sol d i~rto from Japan. 

l"Alo1o our01 

!Tom Location , San 
SalT04or, no . 92, 
loTtDbtr 15, 1941. 

obiCOPJ 
11-17-41 

Regraded Unclassified
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J'BOIII 

DATil 

110 , I 

,. 

.t.merican Leptioo, Sao 8&1Ta4or, Ill 8&1Ya4cr 

llo'nmber 15, 1941, 11 a . m. 

92 

!bio 1o in rep:LT tc the c1r011lu wlocr .. ot tho 

Doperbnt roco1n4 ·at 6 P·•• on tho 14th ot Joygbor 1941. 

!hero han not been OllT INCh thipo>onto hero aa4 

there art none ·~eote<l,. 

ehscop;y 
11- 17..111 

JRAZER, 

Regraded Unclassified
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No•embor 17 , 19<U 

In reply refer to 
lT 8S..615/77 

!he Secrete..,. ot State preoonto b1o cOIIpllMnb 

to the Bonoreble tbe Seeretazy ot the 1'reu""7 an4 

eoclo••• cop1ea or an un4&ted teltcru no. 189, receind 

llonmber 15, 1941, trom the American Legation, Aauncion, 

Paraguay, 1n reply to a circulAr 1notruet1on ot 

llonmber 14, 1941 regarding &014 importo from JaJl"D • 

.lnclOIUNI 

l'ro:: J.aunciou, no. 189, 
Wide ted. 

425 

Regraded Unclassified
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PL.UII 

A1uncion 

Undated 

Roo' d. llo•ombor J.lj, 1941 

10144 p.a. 

Secretary of State, 

'f&~hi~on. -
189. 

Rotereneo Deportment Circular lloToabor 14, 

6 p.m. 

Otf1e1alo otato no ouch ahipmonta roct1Tod 

or conteaplatod. 

J'ROST 

no 

426 

Regraded Unclassified
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In rep~ .. tor to 
Yl 89IJ,f515/7S 

loY .. bor 17, 191J,1 

!be Soorotarr ot State prooonto hit co~lt.ento 

to tho l!onorab1o tho SocNtar7 ot tho ! roao111'7 aa4 

onoloooo copioo of tho pal'aphruo of tolop-oa no. 616, 

4ato4 llo.,..bor 15, 191J,1, troa tho .borlcan l:abao17, 

X.lM, Porv., l.n rop~ to a circular inotructlon of 

IJoYOabor liJ,, 191J,1 N~i"C COld ~orto f ro11 Japan. 

J:nc1ooure 1 

ho• la'ba.••7, Lima, 
lo. 616, 4ato4 
lo,...bor 15, 191J,1, 

427 

Regraded Unclassified



COPT 

0 
P.AJW'IIU3J OJ' ftLICIIWI UICl:l Vlm 

l'llOIIa .lurloaa labao17, Ll•. PeN 

la'l!ll& llonDber 15, 1941, 4 p.m. 

ro.a 616 

Thh lo la roplT to t ho oll'CIIlar tolocr .. ot tho 

llopartuat 4ato4 5 P·•· lloYO•'bor 111 , 1941. 

Acoo...Uq to t ho Central X.oorn J&Dlc, two ohip:~oato 

ot cold ban 'boou rocolnd tro• J&paa dw'lQC tho prooOD.t 

,...,... A detailed doocriptioo. ot tho tlrot ohl~ont ,... 

cina lA doopatohoo dato4 Sopte•bor 26 &Dd October 3 and 

llWibtro4 1819 and 1892 roopoctinl¥. n. other ah1p•ao.t 

428 

to whloh rotoroaoe wao made 1o. doapatch ot October 3, 1941, 

no. 1892 , arrlnd oo. Oct ober 20 oo. tho ato .. ohlp '!!!R1l!CAWA 

IIJJliJ la tho .. O'CIIlt ot 557.7317 tllocruo, l a 38 bara, 

!hoot ohlp•""to wore both to pa:r tor pdo whlch vera 

partlT dolherod and to be do11Yoro4 lo. tho 1\atnro, lo. 

colllltotion vi th pnrchaooo which wore btl QC and are to be 

udl . TOIU' otrlctlT contidoo.Ua1 i o.otructloo. ot tho 

5th ot llon•'bor, no. 712, lo alao ao.aworod b:r thlo 

telOCJ'U• 

I ORIID 

Regraded Unclassified
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INTII:II.OI"PJCK COMMUNICATION 

aoc1otorod otorl1D& tranoactiono of the r~ort1D& banko vere ao follovo, 

Sold to co .. ereial ooncerae 
Purohaaed from commercial concern• 

£124, 000 
I. 53.000 

Opon aarket otorl1nc clooed at 4.0}-l/2. !he oolT r~ortod tranoaction 
conaie,e4 ot £4,000 aol4 t o a commercial conceru. 

!l!ha Oaud.ian dollar diocount Yidonod to 11- 3/~ at the clooe , J. voak oco, 
that curren07 vao quoto4 at ll-3/l~. 

Continuinc i to iapronaent, the Ul'll&'laTon free pooo rooo 50 pointe (l/21 ) 
to reach a nov hicb of , J.,g50, !l!ho current upvard aoYoaOAt bopn October 1, at 
which time the peoo vao ~otod in tho noicbborhood of . 4425. 

Q In llov York, clooinc ~otationo for the toroign curroncioo lioted below 
ver e aa f ollowaa 

J.rcont1no peoo (!roo) 
Bra&ilian a1lroio (troo) 
Ooloabian p .. o 
Me:dean peto 
Tenesuelan bol1•ar 
Cuban peoo 

.2388 
·0515 
·5175 
. 2070 
.2550 
1/Sf. diocount 

We oold $19 , 950,000 in gold to the SVioo Nat ional B&Dk, which woo added to 
ito earmarked account. 

!l!ho state D~taent torvarded a oahlo to uo r~ortinc the foll ovinc sol d 
oh1paonto tro• J.uot ralia, bot h ot which are tor oele to the San Praooioco Mint1 

$3 , 588 , 000 Shippad 'b7 the 0011111onvealth .Bank ot J.uotrali&, ~4nq, to tho 
Federal ReoorYO Bank of San J'ranoioco. 

145, 000 Shippo4 'b7 tho Bank ot llev south Valet, ~4nq, to the 
---- - J.lllorioan Truot CoapaJ11, 5~ Prencioco. 

$3,733 , 000 tot al 

In London, opot and torvar4 o11Yer roa&inod at 2}-1/24, I~Yalnt to 42. 671· 

• 
• .. 

Regraded Unclassified
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- 2-

!he !r .. 8U1'7
1

o pvch&oo pr1co tor toro1p o1lYor vao Wlchaaco4 at 35;. 
llani!T aD4 a.r.an•o oottloaent pr1co tor toro1p o11Yor vao aloo 11.11~ al 
34-3/4;. 

wo :purcbaoo4 200,000 011.11coo ot o11Yor froa tho l!&DI< ot Canada. !odq•o 
vao tho tiro\ :purolleoo troa tllet oouroo d.ur1DC llonabor 11.11dor our rocular aonlhJ.7 
acro .. on\ \o ~ up t o 1,200,000 oUilOoo. 

CONFIDENTIAL 

Regraded Unclassified
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RES111ICTm 

0-2/26~7-220; No. 546 11.1.0., W. O. 11100 A.ll., November 17, 1941 

SITUATION REPORT 

I. Eastern Theater. 

Ground : Loeal RusaUt> eounteratt.aeka continue along 
the lloaeow front !rom Tula to Kelinin. 

There is no in!or..,tion covering mll1 tary op­
erations i n the Oonets Basin, 

In the Crimea t he Oermnn High Corrnand claim.s 
to have entered Kerch. The aiese of Sevastopo1 continues. 

Air: Germany reports heavy activity in the Crimea and 
the bombingof both Leningrad and lloocow. 

II. ¥/eetern Theater . 

theater . 
!!!!:.: No reports have been received of activity in thio 

Ill. lliddle Bastem Theater. 

~: Nothing of i.=portance. 

RES111 ICTEO 

Regraded Unclassified
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