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Hl(Jr: 

O:.>erv t or: 

HJ.!Jr: 

Cll!ton 
Mack: 

I!MJr: 

M: 

H:1Jr: 

M: 

I!MJr: 

M: 

;r..:Jr: 

M: 

~J~Jr: 

Hello. 

Mr . Mack. 

J~ack . 

Yes , sir. 

llovember 25, 1941 
9:43a . m. 

DlC I underston~ you correctly you have a r uling 
in ..-r1 tlng from :~enning to hire thla man? 

TberP' F a rJllng ot the law that a??liee . 

Have you got somet hing in vri tine ~ro:r. J.:a:-~r.in&? 

Yee. 

Do you want to s end it over to me? 

Yee , sir, I'l l do that . 

!·~srk 1 t S?ec1al . • 

Yes , •ir. Fine. ! Jus t tAlked to Barnard and 
t old him tha t I ' d locAte thi s fello•• over her e 
and he wo•lld.n ' t need to t;o to that eleven- thlrt:t 
meeti ng; . 

:..el'h. .1ell , Juet eo tha t - whAt lm.,ress1on dld 
Mn~n1n~ give you as to - abou t hiring thls ~~? 

Oh, vell, he :r.erely gave me a statement of the 
lav which !al d. t hs t · he 111 w ct>n be - the law 
""r !)vldeE; t'.,~o !:1 tu~ t1 o no, nnf! one of the ~1 t ut:t tions 
woe tha t e concern could ')B y a ~an ? r ov1ded 1t wn• 
<'one t or t h e nur.>ose ot oaltl nt; sure the t he ·~ou:!.d 
come b~ck t? t~eir em.,loy ott•r he ' d fini shed hie 
~?ve~nment s•rvice , th t lt wPe 1egPl ; but he 
••en t on to "o1n t out thP t he talked t<1 th Ed F?ley 
and tlw t £d Fol ey indica tt'd tho t yo•1r ett1 tude 
to~1s rdP th1~ t y->e of S•))oi n tmen t, and eel.<' t he t 
1t1

P eomethlng that- os16e from the l aw - that 
we sho•llcl (.P.t your cl ete.rmlnllti on f1 r et ad:nlnietr~­
tl\'ely bef ore golng a nesd. 
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>ell , the.t i sn 't, l~aok, wha t yo•l tole! me this 
mornin.;. · .. bet you told me this roorning was 
tha t Foley eimoly told Manning to watch it. 

•.•hy , yef> . Ye$. ·~ ell , tha t ' s what- t~t ' s whAt 
I mean , tha t he said - when !~enning handed me 
thi@ r ul ing , he sA i d , "Here ' s t he lew. Thi s is 
the wey the lnw ie, bu t I talked to Foley end he 
tR1d to wetoh thi ~ . • An d then be went on and 
fl~cueeed it , you know. 

2 

;,ell , I' m taking it un with Foley becAuse I'm eurc 
thot Foley - the~P' e some mieun<l 6 rFtsnding some­
where between Foley 11nd l~annins . 

Yeah. •:ell, a ll rit:.bt, tb!n . And I'll ge t that 
over right a '<fay . 

Pleeee. 

Yee , s ir. 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

C#THCDI~ WASHINGTON 

HoTeaber 25, 1941 

KEilOIWIDUJl TO THE SECRETARY: 

The attached memorandum froa the Legal DiTi ­
aion interprets the law in a case inTolTiDg compensa­
tion f r oa priTate employers in addition to GcTernment 
1&1&17• 

3 

'!'he attached M.orandum relates to a Kr. Page, 
a oheaical -.n, whose case puallela that of Kr. Bu.rn­
hl.a of the .laerict.n Brass Co.p1J11. We han eince t.p­
polnted a ch.emcal 11t.n other than )(r. Page on the basil 
of tbe co.plete snert.nce of fol'IIAir business ties and 
ooapensati on. 

It will be noted on Page 2 that Kr. Foley reo­
o.mends that IJI1 proposed appointments falling within 
this category be cleared with fOU first as they in­
TOlTe a matter of major policr. 

. A 
/lrr.. ~ 
of Procureaent 
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TREASURY DEPARTMENT 

~R<X1JRI .. OIEN'I' DIYIIIO N 

L..&.OAL. ICC'TION 

.... ,"""* ..... 

t!Il:OIWIDU.! TO ~!R. I·!ACK: 

WASHINGTON 

llov.,.bor 14, 1941 . 

In connect ion >11th tlle •"'!'1oy>:~ent of llr. Oeort-e E. Page 
under U>e t erms ot~ted in hia 1ettor of l1ovl'lD1>o r 5 , 1941, I 
hnva di&cuued the :nat~er vith l·lr. Cl\irna, Aoobt<.nt Oenerel 
Counae1 i n chor6e of t he ~inion• Section of t he Genera l 
CoU!'lael 1 a of~iee. ond. !!r. Fo ley, Gent-r al Count.el , end the 
follov1nt concluaio~s vere arriYed at . 

SecUon 1 of t~.e Act of !!Arch :!, 1917, 39 Stet. 1106 
( U.s. c . tit le 5, eec. 66) ~rovi~e• oa !oll ova: 

"ReceivinG a&U.r1 :!'ro:D source other t l\nn United 
St~too . llo Gove~ent oti iciBl or eaployee ahal1 
r eceive 0111 s81ar1 1n connection vitb hia cervices 
"' ouch rn of:"icial or OlO)>loyee fro" nny oource 
other than the GovoTn"-ent of t he United St~teo, ex­
ce~t an ncy oe contributed out of the trer.oury of 
nnY Stnte , county, or ounicirnlity , nnd no nereon , 
nooociat ion , or corpo rAtion L~~ll uako ~ contri­
but ion to , or i..'"l any vey &UM"Jlecent th@ aala.r.r of , 
ocy Ooverno1.ent off icip.l o r etl'l')loyee l'or the 
f!ervicea r'erfon:l.ed by hi~ for t he Govornuent of tile 
United St ntes. Any ~eraon violr.ti~ r.ny of the 
t er.oa of this section ohnll be deoned lU!lt7 o! a 
a iadeneLnOr, &nd UDOn conv1et1nn th0reof aholl be 
puniallod ~· a ibe. of not lua t llul $1,000 or ia­
""'ri~n:.lent for not lt~s t bnl a1x oont .. aa, or by both 
such f i ne and ittorisoru:tent a• the court c~' deter­
:~ine. (l<ar. 3, 1Sl7, c. 163 , I 1, 39 Stnt. 1106. ) • 

The •~lo:ltlent of l!r. Pe.t;e unt!er the e1reu.mctnncea eta t ed 
in hia letter would b~ & violation of t his s t a tute 1nasnucb 
at hil co~MY wuld be l'<>Y~I\6 M rt of hil aalary fo r his de­
vo tinc hb tiotl to the worl< of t he Govorn:lent. !·:r. Pole;y 
a.i d , thftr efore, t hat he could not lejp.ll)' n)l"'rovo of Mr. Page ' • 
~~ointment under the cireuost~ncea. 

It 1o not, ho>tever, a v1o1ntien of t hie at t.tute if a co~ 
hnvin;; in their ""!)l oy n """ ldlo ae experience in n v" lUAble 
nu~e t t o aucll co:.'lpc.tJ.Y eereehl{t to -.ny o. conaide ratio:1 to such 
~loyee while he is vorking !or t he United St&teo Gove~ent 
no t 0 1 ..,rrt of h~ G W c..ry but 1n or<ter t o aature or induce such 
""!>loyee t o r eturn to fUll e:rolo1'0ent after the e:ergenc;y l!!lich 

l 
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( 

require• hio ool"t'iceo b7 the 0oTer'lllllOI1t 1o OTer. In other vorio, 
U 1o illegal for a COIIJ>&l'T to ~reo to pay part of a ...., •• 
oalar7 for vorldJ14 for the Oo•enuoent, but it 1o 110t ill~ for 
thot COIIJ>AIIT to p~ ouch -107M a oalar7 for the ]'rQJ'POoe of 
protectln& t heir 1Dnoblant in h1a 11114 aoouriJl4: hh return after 
the emergency. 

( 

I 

Mr. Joley eloo o~reeood the opinion that oTon 1D ouch caoeo 
ao are within the otatute the queation vao a maJor one ot policy 
11114 tho.t the faot that the other aeeneiee of tho Ooni"DDIent 
lli&ht be aplo7111c persona on th1a bath vould DOt nece .. ar117 
be a concluain policy vh1ch the Secret&%')' a~t vaot to tollov 
11114 8"6gttted t hat before aJ17 aan vera hired UDder tueh circua-
etaneee the utter be cleared directl,- vith the Secretary. 

~he cplo:rasent of Mr. Page, hcvever, 1D Tiev of the condi­
tione etated in hio letter to :rou oaDAot logoll,- be authcri•ed. 

Chief Co=ael • 

.. 

5 
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1!!-.Jr: 

curt on 
r~e o:c 

lll~J r: 

:-J Jr: 

.. . 
'r.·:Jr : 

~. : 

I!Y.Jr: 

M: 

'f.•Jr: 

!' . 

'C•Jr: 

Hl!Jr: 

, .. 

MtJck. 

'lee , s l r . 

Hc vember 25, 19~1 
11: ~5 a . m. 

I ••onde r ed 1f you Md r etod l·lonra1rag 1 s letter 
csrefullJ , becaus e I have . 

'tee , I d1~ . :rraera I Cll"'e beck I noticed t hll t 
that las t sen t ence an1d - n~ol<es a det'1n1 te 
r~cc~~enaa tlon t hDt •••.. 

6 

The :etter be cleered di rectly with the Secretery. 

Tlu t'e it . 

YPe , but th8t isn't •<~•et you t ol d me . 

,,he t ' s that? 

Tho t i sn 't 1·1hat you told me this mo rning. 

\\ell , I evidently hlld in mind ~<hP t L!'e hr d t ol d 
me when he brough t i n t h i s man . 

Yeah , but that isn ' t- yeah, bu t that isn ' t­
Pdmit e ither you hadn ' t r eed the letter or you 
must nav~ bPen confused . 

'.idl , I think I ..,as . I t hi n% I WPS th1nki n0 !n 
ter~E of wes t Lee had ~aid t o me ebout , •?.ere ie 
a ~an t~llt we went to ~ut on the r?lls .• And 
t h ere 1" t> l~[al bo elE , you see? 

au t no., , look1 n;; P t t hP t rr.em, r endu.n , 1 t is ver y 
c.' eti ral te . The!'e 1 ~ no douo t ebo•H t h8 t . 

Vpry defln1 te , beonuee 'olh(l t yo u SP l d , t he t :~e '1nlnf 

hcd Fe l d t o ynu that - w~ll , thf!rf! ' s no uPe goi ng 
into it , you mue t hA ve j us t . •... 

. lell , you ' r e righ t . You ' r e sbe.olut ely right. I 
thlnx I woe mi xed u ' on t hll t. 
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Hv.Jr: 

M: 

HMJr: 

V.: 

'!!' Jr: 

M: 

HMJr: 

Y. : 

HMJr: 

M: 

HY.Jr : 

Y. : 

ffi·lJr: 

!~ : 

HMJr: 

HJ.' Jr: 

- 2 -

I thi nk you ~er~, t oo . 

I 'm sure o f that. 

Well , anyway, the thi ng aeya here thPt i t must 
be cleared with me, end I'm go i ng to - I told 
you now, I don ' t want anybody to work tor t he 
Treaaur y unlees we ge t a hundred o~r cent of 
t hei r services. 

7 

Well, t hat 's absolutely right: end I think that's 
the only wey t o a _n r oach it. 

Ri ght. 

And we will do t he t . 

Now, I ' ve given you sever al auggeet1ons as t o 
wher e to go f ?r men. 

Fine , end we 'll ge t busy on tho se r i&ht away; 
because I think t here ' s some good leads. And 
in getting in touch with Loeb, would it - shell 
I tell h im that this ls ~ suggestion from you? 

Yes . 

Fine. 

Yes. 

All r ight , then. 

All right. 

All right. I' ll d? tha t righ t P~ay • . 

Okey. 

Ye• , sir. 

Thenk you. 

Regraded Unclassified
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~!.,11011_Y·N~_..!I SitJ!f~IS~EN ANI SECIETAlY NOIGENTIIAU IENEV ATTEMPTS 

TOJAY TO CIT IIOII•IUENSE EIJ'ENilT\IUSo JUT TilDE AJ'J'EARD LlT~-;1 1 

THAT Till SAflNGS TlEY CAN NAXE VO\ILI LIGHTEN THE RECOil TAt LOAI llliiC 

J'LANIID , .. •Tftl lEAl FUTPEo 

NORGIMTBAU VlLL <:e ACAlN TO TilE CAPITOL TO BE~J' CONGIISSNlN IN 

J'R;.lliiC A SAN~~ JUid!!.!_TH IH1.JOOO,~SLASIIU np• ;gwq,tlllll! 

U00,~0100.0 ea SO F~OII FAIN ,!J~~fl~~ SJNlL~~ S\1"~ FROII 2!:_ 
IOJ'llATl..S FOI THE CCC, NYA, J'UILlC VOIXS ANI OTIIEI NON•IEFENSE 

ACDICIIS. 

Regraded Unclassified
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llovember 25 , 1941 

Given t o the Secr etar y today by Llr . !Jel l. 
It is an advance sl.eet fr om the Treasury 
Bullet i n. 

J 

Regraded Unclassified
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Ownerehlp ot the 2l Per cent Treuury Bonde ot 11107-72 

'fhe toll.owlnc ta.blt preun.ce data on thlUe ln tbe ownerthlp ot tbt n.., 

2- 1/2 percent. tr.aeu.r7 8on41 of 1967-72 between t.twlr or1&1n.al aUotetnt an4 

Octobe r }1. 19'1. !beet boalb "'"' offeNd bf the .. oret.&1'7 o r u. ,....._,., 

on October 9, 1941 for ouh eubl0r1ptlon W in exobanct tor approx:t..tel7 

, 201l a llllon.e or r ... aturr notu aatur1na on hoeaber 15. 1941 of whioh 

;!4'9 aUlloM were t tn4tN4 fo r lllObanet. lu.baorlpUoA boob tor Cbe reoel,pt o f 

cuh aubiOr1pUone "' ... ol olt4 •• o f ~ ol o11 of W.lneu on Ootobtr 9. r or the 

rectl,pt of tloh.angt tubeor1pUon.a the booke vere ol011d on Ootot>er 10 , 

Da'ta 1A tbt tln t ooluan of the t.able &n ttUaatu o f owntl"thip at of t.bt 

date or o.l ot1nc or the .ub eor l ption boott and u. bate4 on a tabulaUon or t.be 

allot.aente a&4.t on t he e·ubeorlpt1one reoehe4. Data 1n tht ttoon4 ooluan or tht 

tt.bh are uU.aatee o r CNl\tr t lUp •• of Ooto'bt r }1. and are bau4 upon a prtlWJ.n&r7 

tabulation t'roe t he Tre ... ur·r turYtJ or t he owntrehip or .. ourU let 1teue4 or 

E;Ual"&nteed b y the u·nued atat u cOYtrlng 1ntoraaUon tuba1Ut4 b7 7 ,000 'buU a.n4 

1nt urance oo~i.et. For thlt pUJ1)0ee, 1t wu a .. uae4 that t ht lnttUutlone 

conred 1n the curYt7 btld tM: aaat proportionate 1ba.re ot tbe 19,7-72 l.uue bel 4 

1:11 a ll 1net1tut1ont u 1n the cau or t.ht t ot al hol41nc• o f OoYtl"''\aant u 0\U"1Uet 

t or eaob ola.. or tn..-.. t ore oovtred . 001112ero1t1 bt.nkt ooYert4 1n the eun•J' 

a coo1.1.nt ror approxl.-telr 95 percent or 'tb.e· bo141nct o t t be UD1tt4 l t aUt l)on.m­

zent an4 0o'f't~n·t·p&r&Dte~ IIOu.t' l U .. l\814 b J' all b&nt.l 1D tbe t1olk4 It&t: .. ; 

the autual ta•l np 'b&n4 t or 97 percent ot th.e bol41n;t or .U •utual PYlnc• 

bankt , an4 the 1neure.noe ooopanlle t or 9'9 ptroent ot tht bold1f18t or t.U 1ntu.ranot 

CO!Ip.&Altt. 

a.u-tae or ShUte ln the ()merehlp or 21 fliroaat Treteury Bonde or 1001· 72 

botwMn tbolr Orl.1 .. 1 Allo-t and 0.1-r 3 1, IIMI 

( ta •W '-- til ..U.....) 

.._ .. _ Or\cbal .u ..... ... _,. ... _ 
t . ....... ... __........_ .. 

•· c:-.w ._..-* ~ ....,... ............. . . ..................... . 
.... '" 

.,. 
'· 111'11&-.1 ---~ • • •••• ••• ...... ............. . ............ ..... . . . . . 

... '-............................................................ . 
h '-l ....................................................

................ . 
" 

... . .... ... !!I ... ,., ..... •m 

-.. DMlw-. ......................................................
......... . 

,. JJ 

" · OUiow ~ ..,.....:a-.......... ................................. . 
' ' Ot.W ....,_.'-•••"''''''''''"''"''' ' "'""""'"'"'''''''"'' 

• • t'rwl\ .. _,,,, . .. . . . . . ... . . ...... . . .... .. ... ......................... . 

" JJ .... JJ 

" JJ 

• • IM.i~a.l-. .... ........ ........... ........ . .. ........... .... ........ . . . ... JJ 

'· ~""' .. ._...... ............................................... . 
• • IJIIIel ..... l.lt-"··· ................... . ........ . ..... .. .......... ......... . 

t.w . . . ............. . ................ ......... .. ..... .. .... .. .... . ..... .. 
" ~ J! 

' !Z ... ...,. 
Ill, . . .. ......__, ....... -* , ............. .......a..._ ............. .. ... . .. 
~ :::.:~···············""''" ''"" '''' ''''' '''''' '"''""' 

l . ZZ: 1 ... •• 
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;TTu Co><OIWIII } HOCSE OF IIEI'REl!EK'l'A'l'IVES { Docu,.,.,-. 
l•tSeuion ~o. -141 

~:) l lmm~NCY St: l' l'l,l·;)l ~:~'I',\ I, ~:!'\'I'I~IATE); OF .I I'I'HOI'Rl· 
.IT IONS FOR )IILI'l'.IIIY ACTII' ITII'S OF 11'.\R DEI'.IRT· 
)IE~T 

COlDIUNIC'ATlON 

THE PRFl;IDENT OF THE UNITED STAM 

1"\\'E~TY-rl\·•; Eli F.RCF.~CY SltP l*L t:MF.KTAL F.STlMAT£8 
APPfiOPRIATIOl<S, TOTAI.Il<O 16.6S7,M0,0).16, FOR TilE MILITARY 
ACTIVITIES Of' THE WAR DEPARTMt; ST FOil TilE FISCAL YEAR 
t:l<Dil<O JUNE 30, 104?, TOOF.Tm:n WITII A CE:<t:RAI, PROnSt ON 
l'EitTAIKI!'(G TO fC:O:DS APPROPRIATED FOit TIIF. }J[LITARY 
J•:STARI.ISilM E):T SJ:<Ct: ~I AR{'Il II, IOU 

~0,''£"'"1!:11. 17, 1941.-Referred to 1be Conunttt~ on ApJ)r'OJ)rlalH>n• and ordered 
lObe prill'f'd 

Tuc WHITE Hot·s£, 
ll'o••ington , Nortmlicr 17, 1941. 

The SrE.A.XE'R or Tor. Hot·st: or RerR&aE~.,.,yavr.a.. 
# ·saa.: ] have the honor to transmit hrn-.-ilh ror the ~nsideration 
of Coflgf't'SS 25 emPrgtonty suppltmental Ntimatee of appropriAtioos, 
totaJing $6 .• 687,369,046, lor rhto military l('tivititoa of the \'far Depart,... 
mtnl. ror the fiseal y ear ending Junt 30, I O-l2, lot£tlher with a general 
pro\~isjon pertaining to funds appropriatf'd ror the )liliULI'). FAtab-­
lishment!lDCe )larth II , 1941. 

The details o£ these suppl(.\mfntal rt~timatf'S or appropriations, tbe 
ntCHSlty ther(.\for, and the reasons for lheir eubt.niM.ion at this limo 
,_rc Ml fortl1 in the lettfr of tht' Dirt"Ctor or tht Oureau of the Budget'~ 
trnnsmiltl'd herewith, with whose commtntannd ob&t>rvlltionsl concur. 

RI'OpetHully, 
~"nAN KI.IN D. Jloos&vELT. 

Regraded Unclassified



2 I ).IIHOENCT 6UPPI..E.lJLS TAJ. E$TU.IATU OP APPHOPMIATtOSS 

Ext:e{!TIV£ Ornce or THt: J•tt~lnt:n, 
Bua.u. c or 'l'ft I! Ottoon, 

lruAi.11gton, D. r., Norrml¥r 11. 1041. 
'rht.' I'Rr.~•oc.sT, 

Tit< Whit< flovu. 
S1u: I have the honor to subrnj t,. for your oom1id••r"tion 25 t'lllC' Il{<'IICY 

IHI JlJliCI I'I~nUl CtJli01ftl('8 of fl)lJlropriatiOn8 for lhl~ \Vtlf 0 (i,)Ull1l('ll\, 
lor the fu l"llwr ttl l't•ogt lwniog of nutionul d••f••nst•, for ~lt <• fut~•l ycnr 
unding June 301 1042, lotnHng $6,087,369,()46, IOg<'liiC'I' with t1 gNI<'r~•l 
provision J:U.'rtfuning to hmds npJH•oprilltNI fo•· the MiliHu·y l•:wl nblish­
m4'nt.aince M••n:l1 II , 1041 , tas follows: 

WAft DEP.ART.t.I&NT 

Mn.JTAIIT Acn\' rnct 

•·or addldou.al amount.~ for AJ>J>ropri&tlonl for 1~ Mllit.,. I:C.olabli-tm~t:nl, 
filcaJ yt'Ar 10•2. to bo au~111al 10, and mtnttd whh, the &J>tMO/>riadoiW undu 
lbe ~ hNd. ia. the MiliW')' Appropriation Act, 1042, lntJud na tiM obJet_~ 
ADd a-.bjtlet to 1 be Umft.atioM aa.d lionditiom aped.ft«< u.bdtr Mid aw.d!~o re.J*"' 
tlwl.,r. tn tbas a.tt, norpl M 01~ prorid.!od h(oM·n ... follow. 

OI!SfUlAl. I)TA,,. ('fl1U'I4 

M illlary luteiU~enc:c Aeliviliet: For mll!ICell.lnlf'()U,o: t'XI>tll~ fi'fl ul ~ 
11l1e rOr and l••clde.nt to I he •nl_lhary intelligence actlviiiOM or 1 htt 
Army Ami •nah1te nante ot tho milita.ry attaeh&i, lnehu11na otJ· 
•crvc,. of 1hc Milll~rv l utcUigence Oh'lslon a.hroaul ; l lrfWltlttl/ 
1'ha1 1 ht~ limitation Or $6,000 u\10" the exi>Clii!M ol ofli~~"' o 
thfl A till\' on duly abrOad under t 1ie bead in the Millltu-,\• ApllrO• 
l•roprl•tlon Act, IQU, i• hcroby repea1ed_ •• •••••••• 

AfiJVTAloll" CJeSEftAL
0
3 b&f'A.1 MIST 

Wrlhu-. ol t'hlt .. lt."d IUNI! For "'..-11~ or tnli•lt'd '"""'-· 

p_,- of 1he Army: f'or pay ol the AnnY-- -··-~ .• 
Tft,·tl of tiM> Army: •·or tra\'el ol the Amu-........ •• • • 
Cl.ahrw f« da,..._ to and toM; ol printe Pf'OP"1Y: For ~lalllll!l 

fordam.A«t~~IO a•..d lO!IIt' of priva te p&"'PU\1- • - ·• 

230. 000 

I, 210.000 

31<.000.000 
10.000.000 

12.000 

101. 300. 000 
e. ooo. ooo 

18.11-10.000 

s, fl-15. 000 

307. 282. I}(}() 

&lliROINCT IUPPL&liE.N'TAL UTUL\TES OF APPROPIUATIOSI 3 
MU.ua,. po.t.: •·'"' toftlti\K'tlon 01 buHdie:ap.utiltl'"- andappo,.. 

tmanea a t ~nUit&ry po.u. ~. _ ... __ . 
JJ.atratlu Md quaner-.: f or barrae:b abd quan .. ,. and odwr 

I.Mdldl11p a.nd 'ltllltW. •• 

.umu.a. coa"' 
Bi~••t ~~trvl~ or lhe Anuy : l'·()r •ltnal *-"'lee or the Arnty 

Al ii C,:4) RP1! 

Air C.::O_'I*• Army: Jlor Air CorptJ, Army, of whic:h nl)t. 10 eJ:et<e~ l 
$2,000,000 ahall bo anilabkl for lbe pl\yn~>enl of obllr;at&ou" 
lnc-urr«l uud~r eonttaeta e.xerutM prior to Jul)• I , 193'9 ••• 

ll lt.O i t'AL DltPA.,.,.I:.ST 

MNIIC'.al ar~d IIO.J)hal l>rrJIIIlrlll~ll: •·or !.f«<~l and HC~e~~>hal 
llts.nrnem, Army ••••. 

QIIDNASCE O&rAIITMC$T 

$117, b20. 000 

;o. 7 10. 000 

2111l.7Uii.OOO 

770.004.000 

211. 188.000 

11. 122.000 

I.IOJ, 000 

000.000 

Ordna.nct ~M":rYI1:41 aud '"IJJ)Ik,., Amay: For ordnance t~ervi(!e a.nd 
a!IJ)pll~, Army • • • • • • - 3. 7 U~. 81'13, 21G 

C:t~ft-N I ('A I, WAKI'AilX II XMVICk · 

Chemic~•• Warfare Ser\•1eo, An uj': r ctr Ch('mical Wa rfAre SerYil't', 
Army •. 

lufa.mry fkobool, ~·ore 
IJ.H•nll\• . Oa • 

<"flll!:f' ()I' ISI'A$T'Ill' 

fk!tu1inf(. Ca.: l''or lnf•nt1'Y Sc-hool, 

I'"UC'OWT Ol&l'£$$11!a 

••ott 

Sdeout deftt"*'"; •·(If' tllt'MOUI dd'~ ol .-bkh 17,~9.~ 
.-~u ma .. m . ,.n.bae unlil uptDCkd.-. - ··. 

o. ~72. 000 

011.000 
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4 £lLIROE.NCV StTPPLEliL,,.AL ~IWATK8 or APPROPHlATIOSS 

CI ,-EIUL nOVIIIO~ 

WMoevt-r the Pretfdent dH:ma it to be lA tbe lnte,.t ot national dcfenw, be 
may autboriae t.be Sec~t•TY ol War ~ tell, traWift-r tit lie to, exehAnet;. leue, 1end, 
or othtrwl.e dla:poee of, to the ,ovemr~Wftt ~ a~y country w-boee <k:feDM the 
Pl't't.ldenl ~ms vital tO the deteue of the United Statt!l'l, any deJenM: article p~ 
cured from lunda appropri.ateclfor the Military Ettabllahn..ent. t~lnoo Mareb 11, 
10-41, In a«Vrdan~ with t.hc provla:lon• of the aet of March II, 1941 (Publie, 
No. II) . 

Tho Plll'pOSC!S of t.hc foregoing 8UJ)JJicrnt'11llll C8timotes or npproprin­
tion8 nud proposed general 1\u'Ovis.aon arc to J)r"Ov'ido for tbo furt.hor 
strol\gtht>mng of the nat.lona dnfenso in nccord&.ncc wilh tohe genc.raJ 
obi_octivco hcret<>loro approved by you . 

Tho !on-going aupplcmcntal .... mal<'o or a ppropriotion• and pro­
~ general provis100 are tO rrovid& for OOntioFneioe wbicJ., bat•O 
ari.&eo sinec the tra.nsmiM:ton o the Budget for t.he fiKaJ year 1942. 
1 ~mmeod tha~ they be submit ted to Congi'OOI. 

Very ro$poctlully, 
HAROLD D. Swrm, 

Dirtder of IAt Bwnn •f lA• Bvdgd. 

0 
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'17m Coxoora} BOUSB OP REPRESBNTATI\TllS { Docmmrr 
III.Sulkm No. 443 

SUI'I'LJ<;MEN'r,\J,)'STIMA1'f;$ m· AI'I'R01' 1l1ATJONS, NAVY 
DEPARTMENT AND NAVAL SEilVlCE, ~'fSCAL YEAR 
ENDING J UNE 30, 1942 

COMMUNI CA. 'l'ION 
..... 

THE PIW:!IDENT OF THE UNITED STAOO 

SUPPLKMESTAL •mrMATES OP APPROPIUATION8 FOR THE NAVY 
DEPARTMENT ASU NAVAL SER\'IC.!, •'Oil TIIP. FISCAL YEAR 
&1\0INO J UNE 30, 1942, TOTAI.INO $380,0&0,000, 'TOCETH-F.R WrTB 
I'IIOPO!'ED PRO\'ISIOSS Al'n;t.,-11\G CEIITAIX I!X18TING NAVAL 
APPIIOPIHATIOXS FOR SAID f'ISCAI. Yl:Art 

Novtu.uueM 17, lQ4J.- Rtrtrred t.o tho Commlttou ou A!lJ)roprllltiO•~ a.nd ol'(tered 
~ ~ prlnlod 

Tuz WmT.: 1-loueE, 
11'414inyton, N,..mbo- 16, /91,1. 

The SPEAKER or Tu Boo&£ or R&P&&a£X1'ATIVU. 
S1a: I have the honor to transmit. l:u~ r!>-.•ith for tbt' eonsidera.tion of 

Congl't'!SII auppl~mental estimates or appropriation• for the Navy 
Dt partmm1. and nA\' Al Sf'rviet", lor tbt' Meal YNr tndi~ June 30, 
1942, totaling $380,050,000, togetbu with propO.ed pro,•istons alrect,.. 
ing e.-na.in txd-~ na\"&1 appropriatiom for Mid fitcal y~ar. 

Tlw details of the~e supplt mftltal f@limatN of appropriations and 
propolf'd pro"-isions, the nec:t"SSity thutfor, aud the- r<"AIOnJ for their 
transmistuon at. this time lrfi &ct fortb in th~ lt lte•r of the Director of 
the Bureau of the Budget, transmitttod hN-ewitll, ·~tith whose com­
mf'nta ami observations: thereon I eoneur. 

Rett>t'<LiuUy, 
l"'ltANXLIN 0 . RooemvELT. 

j 

Regraded Unclassified



2 &OPPLUIE:STA.L ESTWATES OF APPROPRlATIO.S6 

The l)tit:ltor.HT, 

E:cccUTI\'E Orne£ or TuK PauaouN'T, 
BuReAu or THe Uuooa-.T, 

ll'cuAiogtoo, D. C., N"""'''" 14, 1941 . 
Tit• ll'hil< ll ...... 

~JH. : I havo the ho~or.t.o subrnit ror your C:OIUJidc>rution 8UftJ)Iemental 
OBt.unatea or llppropnnhons lor the fiscal1rar ending ,J unc 30 1942 
for the N~tvy Department. And nM•nl sorvtec, ooulpri~~~to.d or t~dtlitioo;i 
amounte tu~d a new it.c:m of. ~J)proprin.ti~n, totRl~ng $~80,060,000 
t.ogNhc.~ ~ath propo.scd provuuons offt.-cli.ng oorltilll ox•stiug navaf 
ll.pJU'Opnal&Oill (or ILAtd fi&elll ycar, tLfl foiJowr.; 

NAVY D£~ART).IEXT 

. u ..... o Or • ._, ... 
M aintenance. Ourd.u ol Ship.. 1M2: For a.o ~Lif.loal a.MOUnt. for 

••r.t.tnW'!nanM,_ UurH.u ol SbJps. IOU" . ...... . ... ............ . . 250,000.000 
Delt:UO ht.t&Ait.uoa• on merchant. ,•eaeJ.: For tbe procurtJu4!nt ol 

the n~ry mal.f!riall a.od for the p.ro,·i.t:lon or Geloo• lnt!Alla­
tlo•-• on Oovenulltll\o-O.,'IU!d or priwate.ly o•,•od u~rth&~lt. vMtell, 
$ 120,000000, t.o remaln available uutJ1 u\>eud«!d: Pr""-dtd, Tba~ 
tbo provi;lon reladns to dden!'le ln~~taUat on• on Oo,·erulllt:nt. or 
llriYal.biy o••ntld lli(I:Nlhaut \'011801:8 COIIl&lned In Cbtl Na\'al AIIPfOo 
r,trlat.lon Act. o f 19~2. un<tc.r the appropriUIOn ror " I 1\cft.NO a.nd 
rt~llaecunt.nt. of nawt.l ve.el.t'' b hc.reby rcs~e&led : 1-lr'OffiJed 
ftu4A•r, That. t.hfl appr<IJ)riaUon " tncreue and rol•laceloC!fiL ot 
navaJ vOMCI•" t.ha.U be e.teditod •nd lhltl appropr ~otlon ch.•r•ct 
for any upendlt.u~ heretolore made on aoc:ounl of dcfcrWICt lntt.:.l· 
latlot~ on Oonrnment. or privately owned rnereha.nl veMC!ll 
under tt.. au~horlt.y or tho Naval Appropri~otion Aet., lt).i2, and 
8 rw:ter t.he apt)ropriatlon .. AI~tlorut to na,·al ve~~~t-t." eOn• 
\&lned In th.~ VI ollhe Naval Appropriatton Act. for the flec&l 
1Hr 10.11 ••• •• ~-· ·-~ ········-·-··- ·················· 120~ 000.000 

10.000.000 

PaoPOPD PltO'IUIOIII A,.,.ccn1>"o C JttttAtlf EJ.anuto N•v.u. Arr111ora~•nos• 

aua&AO 01"' t!O"PPLU::;a AJfD ACCOIJKTI 

t'ar, IIUbltl\c!llot. and ,,...,.portation c)f nanJ pcrwonntol, lU.J2 : Tl)f! llmit.llt~n 
ot $16 ptr 1na.t1 ror eh'ili.IUI dothlu!f \o nltn ~h·e.• di!leli.•t"'t_.. for l:.d C!Onduet. or 
undCllllra.l:tiiU .. y or ln&J)tltude unde'!r lbla_ t.e.din~ In the •PIJl'tllniatlon for the fite•l 
yu.r encUn.c June 30, HH2 Ia ht'-rcl>y hH:.m&Md to $26: t.11d t H.'l tt.._trletlon a11alr~t 
the e.mr.IO)'nlC!IIt ur ~IIIII\~ nten In ofticer~~• qu.artcrw ~ond rtH!MC!IIIIUii•r llalrl heMin(!: 
11 here 1y IUIIC!ndod hY excepting hom t:aid n•~trlcUou uln~f•' ui~MI.'W •~ (1\·••f'flf' .. 
but'W, luchulhllt Al&~~o.ka, And 1uubile hO!Ipi\41.1•. 

3 

Co1111Lruet1on aud lltAtlllnery : In addiUon lo the objf!CtA bert!tofut" allthorltc!d 
Utld(!t \hl.a headlntc (•nd "l•l:woprlt.tOO (or [n part) the &creta.rr of the Navy 1 .. 
autllorlacd lo ()Otll.llrue\ or to a~ul~ aod com·ort. not to e.xce«1 -400 •m•ll v~a. 
.., r~dtto eraf1> and lloft.li'OI craft. At. A total eo.tt. of not> to ~Xca'C:l $3001000,000. 

1 be ,,.r,.,"r•a•h,. In thl11 title und~r the capUon "NA.vy l)cl>atlu;erl~" may bet 
eil~ IWf ,.11t~ "\', NI'VII.I AJ)IlMflrlallou Aet., l9-12." 

. Tho PUrJ)()ftC of the fo~in.~ !!ittpplr.m.cutal ctlimnt.t-e or ~~PI>I'O\•ri._ .. 
uons, and pru1KNK'tl provt.taons, Ul to prov1dc for the rurtht•r ltrrngllt'l\· 
ing of national dcfcnAC ln ACCOrd&nee witb tha gt•nrrlll Obj4'CliYH 
ben!tO(Ot(l I&Jlproved by you. "' 

TlletK'·t.'ltUnau .. include u a aeparate item funds ft(~Ui~t for de-­
feMe iMtallaLlona on Ameriean mere.hant. ,.t>MelJ.. No fundi a"' 
includetl in thtM ~tUnatm for ~tU-ftS, ammunition, and othtr onlnane~ 
materialt tor mrft'bant. ,.NII("\s ainee it is antieipatt'd that. ttl(h anitlea 
e&n 00 made availablr from stoc:ks on hand. 

The ro,.in@' tuppltn\tt\tal tstimah• or appropriation• are l4 
provide for conung~nciN whidl have ari8eo since lhr t.ranJU:nWion of 
the BudKe• for 1he lil<al y-1942. I .-mmtnd ll>ot they bo trano­
miu..l lA> Co•'I;T<IO· 

Very ..,..,..,rully, 
HAROLD D. SMITH, 

Dirt<Mr of IAt Buuov of tho Budge~. 

0 • .. 
' 
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11/25/41 

r took th i 5-wi~ him to the Byrd 
Committee meeting today. 

• 
i 
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f) ----1ti§.L<;iM.I!'!9.H •......... __ J .. 3 __ 

J Tbe ori gina18 of t bto a t t.aehud were 

nded to tbe S..crtot<.ry by llr. Yol.•y on 

ll-25- 41, but • ere not iniU .aJ.ed by llr. 

Fol e;y . 

J 

0 :tl\. FO!ZT 

-
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I '!llt!'l ~y I ,c 

s. .. otaq J.luogntha• 

~a. Foler 

J.UaehM ie a -raa4ua wll l eh, i f ,.. 

4 .. 1re, ooulcl be plud l.a tho h&.D4o et ~. Taber 

11.11d t ho other Hou11 aedlera of t bo Coalt h o oa 

liOilUtODt1al !:rpolldlturu. 'fbo - J'Uilllua U.­

OUMI p&rl11Mn\aq W&71 &l d -.a '117 whleh a 

pro~hlon 111Jpon41Dg or NfO&lla& $18 , VOO, COO 

1a Fo4oral hlghwa7 a14 auther1aat1olll tor ~o 

thaal yoar l~S oould be l aoorporatM la tho 

ant goural a pproFrlatloA bll l aad hii.Dd.lo4 b7 

tbe l pproprlatlona CoEaltt eoa, t h .. olcleatoppllc 

tbe Rouao a.a4a Co-.ltt eo whleh wnU •tvalq 

be .t.loaiq to a~Hh • propoaal . ! he dlffleu.ltr 

rnolna areiiJioll tbe oougrouloul r lllo tu.t (wlth 

aor tala llaltei ozooptloaa) laglalatloa ~t oot 

bo put l n a proprloti oa bi l la. 

There la alao attaoho4 a draft of a pro­

Ylaloa whlah, it thla La fo1Wl to lo lo11lblo, 

oolll.d be l aoorporato4 ln tho dotloioao7 blU 

. 
• 

' 
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(II '• WI 1a U. ..... lat..~~-~) \e ... 11 

f .. tile t .. u. ef t.M ,.. ... , - ..... , U.. ul.U. 
f1J8,000,000 a•t.Mrl•tlM fer feteNl llllz' ¥ aU la 

lNI. TIM eaet fora ot Wc t'"lllu wlU apellll 

.,.. tM JU'll aw1 -...r 1a Rl. U 1a te 'M 

MMl .. , nt ~ attach( ....,, ...,, wllat U.. llulc 

.ueu... ef nah a JNYiela .. tlll4 be. 

S.JS al)Jh t. 
U/17/U 
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p J.Diji&I t.'OUS ADIICf 

POBLIC l O.lliS jJJ{lll't:l\'1.\fi~ 

,. ,. ..... rellftl •211 • .,.._ _. ••..Ual u 

- U.e u\le.al '"-•• ~~ feJ.'..S• •" ..... u .. r. 
.,..,n.u .. t• tM flaeal ,.., ..uac 1-. ao, 1M~. 
t.klillc sue,ooo,ooo .... •-*alMI 1.a ...u .. 1, a, •· 
1111 '• r..,.oUnlJ, et ~~ , .....,_ !!1~ Ae\ of 1NO 

(MUe II. '180, 1SU. ColiC•) •• h•MI ........ tw 

..... llat-~ 11, 1941, ... '" f"--llwb '"h'-­

'"""' eiWl •t bla& na ,.r111 apJ*'Uea ~,aft 

et tlile •- 11 autlaorl&el .... ~ •~wal 3\ate., 

_. •P"'• ~ JI'OlMt ..a-1\W te k1a .._ _, 

•• a,.t14l-•nt .... \lifer• U.e ..ut.at llf W. 

.let (aleb .,N'I't.l ... utat. a~ e\ltcaU• 
\ 

• 

•t w r...u O.u at fw U.e peraat" lh ,...,.rtloliAl 

Regraded Unclassified
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contribution to the approved proJect under the pro­

Tiaiona of aection l(b) ot the Act of June 16 , 19a6, 

aa amended (23 u.s.c., Supp., eeo. 21a ))t 

Fedaral-aid highway ayat8m, 
tieoa1 year 1943 •••• •• ••• 

Federal -aid aecondary or feeder 
roada, fi aca1 year 194S •• • • • 

• • 

Federal -aid grade croaainga, 
tilcal 7ear 1943 • • • • • . . . . . . 

Public landa hlghwa71, 
tlecal 7ear 1943 • • 

SJS d.111a 
ll/15/41 

. . . . . . . . . 

$100, 000,000 

17,500, 000 

20,000,000 

1, 500,000 

• 
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TREASURY DEPARTMENT 18 
WASHINGTON 

KDIOllAIInlM ON MD'rlNO or !Ill JOIII! 

OOIOII'!TD 011 RZDUO'l'IOII or NOIIIDIIISI DPDDI1UDS 

J. aooUng vas called tor 10 .t..M., 'l'u .. dq, lloYembor 25, 1D thoo 
Souto lill&IICO Oo•ittoo !L>OII. !hero vero pr .. ent Senator :811'4, aa .... 
cr .. ....., DoiJ&hton, SOll&tor ~lar, Soutar C.laoo , Oongrooaan 
!reed~, Mr. a.1th, Director of tho ~et, and Soorot&r7 More:entha. 
Soutar J:r- ....., 1D late. Senator :B)'J'4 hod prount Mr. 'f7lor aD4 
another r8Prooontat1Yo !rom tho General J.ccountine: Office wbo ha4 boon 
anal7d.nc certain otateaonh tor b1a end turnl.ohinc other data. 
Soorot&rT llore:ontha:A wao &ccollpOD.l.ed b7 UDder SoerotarT :Bell aD4 llr, 
Wtalti ngor, 

Senator :Byrd opened tho ... unc vi th an a,polog. lie otated 
that he hod e>q>eotod Concreo..., Cannon, Voo4.rwa aD4 !abor to be 
prooont, but hnd boon inforaod a !ov ainutoo before tho coamittoo wao 
achoduled to moot that theoe Oongrao1111on could not be proaeut boG&Iloo 
tho:y voro attondine: a mootinc of tho !L>u10 .lppropri&tiona Oo111111ittH 
vhioh vao oonoidorine: lllPPl•ental eoUaat .. of appropriationo !or 
tho Var Departaont. lie oaid that in tho aboonoo of thooe aemboro ho 
414 not think that tho committee could aeco&plioh an:ythine: at tho 
prooent moetine: and rue:geoted that another mooting could be hold on 
lrida;r, at vhioh ti• boo wao aolllred tho abo.,. aemboro could be 
preent. 

Oongreo_, head~ ....uooted that tho co•lttoe eeuld at 
laaat proceed to diocuaa ooao =attero. 

Senator :B)'J'4 aaid that tho r8PrOiolltotiYOo !roa the General 
Accountinc O!tico hnd be&~> proparinc utorial for b1a in connection 
vi th thoo VPJ.. prot:J'Ill'lo lie aaid that tb o proe:raa for unlll!'lo:-unt 
relief ae:crepted $l,IK>o,ooo,ooo for VPJ.., III.t., and CCC, end be 
thoucbt that it vee Yor:y importallt for tho coaitt" to talco oome 
aotion vitb reopect to rocommond1ne: a reduction in tbo VPJ.. 
u;penditur ... ao vell •• thoao for liT.t. and ceo. lie pointed out that 
tho redoral lleaorYO :Beard' a index !or •plo)'llont, on tbo baoia of tho 
latoat figureo oTailablo to hia, otood at lJ5• 

Concroaaaan Daughton referred ae:ain to tbo 4oairabilit7 of 
reducinc VPJ.. expondi turoa end pYO hi a Yiwa ao to vbT VPJ. oxponil1tur .. 
ohould ba reduced, lie wuoatod that porhapa Socrotar:y More:antb&u 
aicllt hoYO oollo co=enh to llllko on tbia lllbJoot. 
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Secretary llorgct- ota te4 that he had ncthi~~& to SQ a t 
t hh U~:a vi t h reopect to the liP .f. procruo, but that he UDdorat ood 
CoiiCre•....., l)o~ton vao to report to the cc1111i ttee, after he and 
Co~>Crouaan Taber had had an opportunity t o dhcuu the p&rlU. .. n~ry 
oituation vi th the House Parli.,.entarian ae to t he beat manner of 
obt ailliJIC le&hlation to reduce the public hifl)>""" authorization, 
Co~~&ra•....., ])ought on allid he had not been in touch v1 t h Congre1 ......, 
Taber; that he did not \lllderotand he vao to do llJI7thinc in connection 
vith t hio aatter, and in 8J17 event, oo far ao he lcnev, ncthinc had 
been done. 

Senator Byrd 8ol<e4 Secretary llort;enthau whether he had &QT 
oucceotiono with reapect to the manner i n vhich to obtain a re4nction 
111 t he road autho rization and the Saorata J7 &aid he had a draft of a 
lapalatiTe prorta1on which aipt accoaplioh vll&t t he co-lttae had 
diocuooad ill connection vi th the reduction of expeod1 tureo tor public 
r oa4a. !he Secretary haDdad Sftatcr liTrc1 t he lec1slat1Te prorta1on, 
a copy of vhlch h attached hereto, ll&l'lce4 :lzhibit 0 .f.0 , which the 
Senator read aloud to the ec=itt ... 

.f.t t his point Senator KcXallar otated that 1n line with hio 
comanto at prenouo meetingo of t he co.,..ittee, he vu villinc to so 
along vith their recomendation but only t o the extent of cuttiiiC out 
on.,..half of the appropriation for roado tor 1943 it other expenoeo aro 
cut. He preaented end bonded to Senator Byrd a copy of a bill vhich 
had bee.n dre!tad to nccoi!IJ)lioh a reduction of t he 1943 hlp...., 
authorhaticn from $1.}9,000,000 to $69, 5()0,000, Be oaid he vao villinc 
t o co alone on thio progl'Ul on condition that 11P.f., CCC BD4 li'I.f. ezpendi­
tu.reo are reduced. l!e aaid theoe H•• UIOWltad to $1., 289, 000,000 
which could be added to the $70,000, 000 reduction in the road procruo. 
Be f a .,.,rad the entire eliaination of the 11P.f. procruo. Be aleo aaid 
be t houe)lt he could gat throuch the road'• co•ittae a bi ll to rednca 
the 1943 hish¥87 authorization b;r 50 pa.r cant if raduotiona vera llada 
in other expe~turee, 

Congr .. ....., l)o~tcn pointad out that he vaa not in ra.,.,r of 
a 100 par cant reduction in t he 1943 road authcrl~~&tion and he thonfl)>t 
IN&C .. Uono alont; that line vera =reaoonabla, Senator McXallar 
ac-read vith hill and oaid that i n hie opinion no leeielation for 
reduction in road expenditureo could be ob~ined nnleos there vera 
correaponding reductiona alOJIC other linea of expenditureo. 
Concree...., Traodva;r pointed out that 1e,ie1ation vao onl;r needad 
to obtain reduction in road expendi turn end that reduction• in 
other claueo of expenditu.reo 414 not require leeiolation. lie 
pcintad out that the diacuooicn with reopoct t o tho reduction in 
road axponditureo came up firot in tho co•ittoo becauee action bad 
to bo t aken before Jacuary firot if en;rthin, io to be acco~1iohad. 
He aloo pointad cut to S.Dator Mclollar that axpenditureo tor roada 
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for the ... :n two 7.,.re are alreed7 oblicate4 IUI4 will oonUau dllr1DC 
tbie per1o4 IUI4 u:r action \bat •isM be \alo:n vwl4 01117 affeot roa4 
a;p.,.4Uu.e in tba fhoal 7Mr l!j44. 

Senator 17ft e\ate4 \bat oone14ereUoa eboul4 aloo be st.,.. 
to re4wotiou 1a ~tu.• oa aocov.at ot the 7ua proefta IUI4 for 
-plblio worlce. Be oa14 U wae hh op1a1on \bat \ba oolai\\M -.t 
reoo-..nl to tluo 0oJICl"'" a b•lanoe& pro~ tor r....,Uoa 1a 
a;>en41tnre.. Be oa14 tbat 1f \ba ~\tee o01114 Met hi«q, 
aliA eiaa41l7 thereafter, ' luo .ia ~til \bat a -uac of a1a4e 
ooul4 be luo4 aliA a r•rt prepare& tor nai .. ion to the OoDCN .. 
llhioh woul4 •bo47 a bal.anoe4 prosraa-

Mr. llaith, Director ot the Jud&et, po1nte4 out \bat the Jud&et 
lllr- ,., DOW ........._ 1ll \luo preparaUon ot the l!j4J 11>4pt all4 ha4 
a-.aUable cone14erable lata ralaUas to COO all4 ItA. Be oa14 the JoaApt 
llo.reaa ba4 recen\17 1llpcnUI4.e4 t95,000,000 ot the COO approprtaUoa 1a 
reeerwe aM. ba4 ben calle4 1q10n b7 tba Social a.c..rt\7 OoJaiu .. 1a 
tba lloa.oe to JuaUf7 1te aoUoL Be .-aueete4 \bat tba Ja4cn ~ ..... 
t..Uiar with th'"e two or...,UsaUou aliA their ~ropr1a\1ou 001114 
appear before the -U\ea an4 turnieh nob 4e\aile4 ~o.-Uon u \ba 
-ut .. 4eeire4e Athr tbie he I'IIM•oie4 \bat the oolait\M call 
otficiale of the JrU. an4 COO to obtain ~rther a;>lautione or -••h 
upon th .. e or...,U utioae, 

Sea\or !Jlau pointe4 out tbat he wae not ia ta-ror of a procru, 
noll ae the .Boa.de prosz-, 1a-rolT1as Je4eral a14 to Stat... Be oa14 
tluoea pro~ 'IUI4er tho sui•• ot Ja4aral &14 to 1\aha aaral7 :tool \ba 
people b-ua• 1ll the tiDal aul7&1a U 1a tha ~·1'8 1a tl>oM Stat'" 
llho wet pa;r iluo billa. 

Oonsreo_, fr.,.b117 raiaa4 tha queeUon ae \o how the o-ut .. 
oool4 'lla tnnd~ llltomaiiaa wi \Ia r .. peot to ·~ tv.r'" 'Uiler \be 
.&cricul\ural prosraa- Be aalo:a4 whetluor u WO'IIl4 be po"ibla to haft an 
a;>erl troa the Jud&et lllrNil :taal.ll.&r with thh eubJeoi to turnieh tluo 
oo•1ttea inton~&Uon, 

Senator 1)'1'4 reo'"'" the aeeUac until am Jr14&7, lo.,..ber 
28, at 10 ..t..M. Xi ,.. arranse4 tbat Mr, lloith, Director ot the Ja4cet, 
woul4 contact Senator B7r4 an4 ba pr_.-a4 to ba-.. the Ja4cet euainera 
:taa111ar with the .&cricul turel procraa, JrU. an4 000 pree-t to turnieh 
in:tom&Uon conoenliac the" nbJech at the nan MaUDCe 
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ExwtBrr ~· 

DU1t C. UOIIUTIVJ: l"lOUSIOI 1~ 
IJC(&p()l\•! IO!I II DE11CliiCT APPIO.PIUT101 
BIU TO l!PU L iWTIJii $llt1 0001000 
AliTIIWUTIOri roa &PP&OI'IlUTlOJS I'(& 
FEDEtal. BI Glr'.lT liD Ill TBI flSC.lL l l!l 
li4l 

lillEUI lfOIUS J.GI.!CT 

PUJUC ltOAL!l W:.UIII~'l'IOJ 

fo , ..... fMeftl eqai1 tv.. Del OIXatlal te 

21. 

\be aUo~~al .. touo, tli&Toll•b& adMrlaat~ t• 

approprlaU.au tor U. tlMal ~u nllac ,_ JO, lNI, 

to&.allac n•,ooo,OOO aa4 tor.lahd la ... u.u l, 21 6, 

u4 7, ,..,..u .. q, of tbe 1H.tral lllpn7 Att of lNO 

( l'ullllt lt. 7801 '76\h C•Jll• ) an bero~7 ro,.U ... ul 

tbe r•ra1 v-wb U:alll.ialntor aball •t ll.....tter •r-· 
JWUoa u:t }aJ'l of tbe AM •• ulllorlut ..,II t.M 

ttnral Stat01, or tl'PN'R UT rroJttt .-J.tW to ll1:a 

.a... *'9 nih apperU-.t a4t ~tfo.re \he ... t.at of 

Wa J.ot (whlW. appronl oonatlbt11 a toJita44bal olllli•tloa 

ot tho Y ... rol c.-.a ..... at tor \be pa,..t ot lta preportl-.1 
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·•· 
...W1\1U• te tM &fpnA ... Jed.._ tile...­

.,,,.., •t eedla 1(') •t tM U\ et ,.. 11, 1*, 

.. • .... <• v.a.c., 1\t.,., .... lla))l 

, ... Nl..U ··u·--tltnl ,... •••••••••• uao,ooo,aoo 
,~ ... , hr, - ,. ... 

..... , ftru1 ,._ 1NI • • • • • • lf,IOO,OOO 
, ... Nl .. l. ~ ........ . 

n..1 ,._., 1..a • • • • • • • • • • -.ooo.aao 
.... u. 1a8la lila ,.., 

tu.-1 ,.. • • • • • • • • • • 1.,100.000 

• 
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TREASURY DEPARTMENT 

INTER OFFICII: COMioiU NICAT10N 

Secretary Uorgenthau 

l!r. Fol ey 

Attached i s a memorandum which, if you 

desire, coulo be pl aced in the hands of Mr . Taber 

and the other House members of the Committee on 

llonessential Expenditures . The memorandUil dis­

cusses parliamentary ways and meana by which a 

provision suspending or repealing $139, 000,000 

in Federal hig~way aid authorizations for the 

fiscal year 1943 could be incorporat ed in the 

next general appropriation bill and handled by 

the Appropriations Committees, thus sidestepping 

the House Roads Coremitt ee which would n&turally 

be unfriendly to such a proposal . The difficulty 

revolves around the congressional rule that (with 

certai n limited exceptions) legislation must not 

be put in appropriation bills . 

There is also attached a draft of a pro­

vision which, if this is found to be feasible , 

could be incorporated in the deficiency bill 
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J.,hn 
Sulll v8 n: 

Hl·:Jr : 

S: 

S. : 

S: 

'-1!-:Jr : 

-. w o 

::' Jr: 

e . 

'!I!Jr : 

S: 

$ : 

~ov~mber 25, 19111 24 
1 2 : 02 n. m. 

!l.r. Seer~ tar :: . 

·!~· . 

Mr. Douchton and l·!r. Tr~odwe;1 Jue t ohoned me; 
l'nd I ' m aorr:; to dlstur'o y?u , 'out I t ho•J.>:ht I 
ehO.lld t a l !<. :41 th you. Tn"l ere tr;11nr: t o c r a ft 
a r~solutlon ellmlnetln~ eom~ o r the h l gh>ay 
I'X:>en<i1 t ur e• . 

Yes . 

They eEl<! t~: the firs t ~lme Y"'l " ent ,..., t here 
you hsd P me~-rnnduM v~lch t~~y ' d like v~ry ~uch 
tO h8 VP t') ~elry them ln erattlnu lt. They 1nC1-
C8ted t hat: : wee mlme?t r Blhed and they thou£h t 
'IOU 1 C l• :'t lt b•J t tht'.l C?Uldn 1 t eaem ";:) flnc lt. 

Oh, ~ell , th• t' e an l nalde 
- ? r n1nt ;lre:.,.red by Ful ey . 
on hot~ ~o e.c th!.e . 

m~mo r gpve the~ thl& 
I left the m~l!.oz•andwn 

Tha t "''" tne flr s t tlme you uen t 'l •l there. 

:·1? , th~ one I hendeo "hem today on how to d r ntt 
th~ reeol:;.t1on . f'ol!y .>r ew.l·ed one end I l eft 
1t ~? :~~r~ t~ls ~ornlnt . 

:•11 , ; :'let ' s r.ot 'ltlllt they 're eelll ng tor . 

Oh , the ~tner or.e. 

T'nP.;1 1 re t>Skl 'l£ f o r t:".e one :J?U. ned the !'lret 
t11lle you ··er:t ~ver. 

Ch, ¥ell , I'm nat .~\n_ t o u lve tne~ th~t . I'm 
no t .,ol ::., t o ._lve ::'\~ta t ".s. t ·Jne . 

'.\ell , t:1PY se:r tnnt you l ett lt en~ the~ they 
l ost lt. 

!l~ , :hey ' r ~ ••r ono. I n~ver let lt out of CJY 
honds . 

I &ee . 
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!D!Jr: 

6: 

HMJr: 

S: 

Hv.J r : 

S: 

'l!o!Jr : 

S: 

!Oo!Jr: 

S: 

HI~Jr: 

S: 

Hv.Jr: 

S: 

~~Jr: 

~--· 
~Jr: 

S: 

H)lJr: 

S: 

Hl!Jr: 

- 2 -
25 

No one ever had l t. It never went out or ~Y 
hands. The one I bad the oth~r daY ~as 3 ?reas 
r elpaee . You can send the~ that uo. 

I'll send that up to the~ then. 

The one I gave out to the ~ree~ . 

All right. 

No.: , you k.no-.. what we're talki ng about? 

No , I con 't, but I'll find out from Schwarz. 

Tell Schwarz the tloe I went up t~o weeks ago 
we had a - I held e ? r888 conference up there. 

I aee. 

I gave the t hing out to the oreae. 

'iP& . 

Thllt 1 s all right. 

I £Ce . 

I' ll cet that one. 

Tell Chick t he one thllt we gave t o the cress. 
The othPr one I never gave out t o anybody. 

~'ell, .I 1 c ..... 

Yo~ 're confueed, ae Ooushton aeeoe to be. 

>-Jell , I'll ge t tha t preee rdeaae. 

And on the r oad and hlgh·~ay thing , Fol ey wo rked 
on that . 

'les . 

And I left a cooy or 1t , aee? 
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1: 

RNJr: 

8: 

.KMJr: 

S: 

R!I.J'r: 

5: 

I!JCho: 

8: 

tb11 eol'll1nct 

Y11. 

- ' -

And 1t b7 any chanoa tht7 want another oopr ot 
that, that will be available. 

Oh, Jet • 

All right, e1r. 

l'ole7' •· 

Yll, 11r. 

Thank JOU. 

-
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_...u..--...::. .... ~;;... .... -----·· .......... ,_, ... .. 
~ ........ -..-

IIOY_.r 2S, 1941 a. 

Honor&ble Henr'T ~r,..,tblu, Jr. , 

Secretal')" of tie rr.aeuiT. 

1C7 dear llr. Secrwtar:r: 

!be oat. .. eti.Qg of the Cc.dtt .. to InYOati­

gate llo,._.aaential Pecie..-1 !:qleDc11tune will be belc1 

Pr1c1q, IIOY..tler 28th, at 10:00 a ••• , in the Rouae 

Wa,-a and llaane Cc.oittee Roca in the Capitol, A 

!ull attendance ia dea1rec1 to hear 1ntor.at1on to 

be giTID bT Budget EJauainer&, 

llitb beat wiahea, I a 

!'aithtull7 70ur8. 

P, s. Please note particularly tht.t the Meting 1{_ to 

be held in the Houae Wqa and Ileana C..UtttiJ! Rooal. 
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RE TAXES 

Present: 

B.!J. Jr: 

Paul: 

H.JJ.Jr: 

Paul: 

H.M.Jr: 

Sullivan: 

Mr. White 
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In this discussion, we were going to discuas 
the so-called Paul plan, if you don't mind 
havin~ it called that, just u a method of 
idenb.fication . 

Identification only, not to be put in evidence 
yet . 

That is right . Let me ask you as the originator, 
have you had enough discussion with these people 
that you want to go ahead or where are we? 

Well, you might report on the conference this 
morning, J olui. 

All right . 

Well, at the conference this morning, sir, we 

-• 
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oCIIlti.aued th~sou .. iona we had la at FriclaJ 
and laat Sa • Badolph waan't able to 
be w1 th \1.1 laat ida7 aad laat Satul'daJ. 
I th1.Dt we were 1a pretU gmll'al agre•mt 
that the tnt of retVD \hat would be nquil"ed 
under the Paul plan would be ao terrlblf 
ocaplloaW that pu~a we ahould not ghe 
that auh •Ore tliDe attept to find a 
more aimple plan. 

We dhouued Kr. l!arnard's plan an~ the plan 
Kr. BlOU«h had and 111 ueed to ~ into 
thh sort of a problc. J.a we approached 
•u;f}!{ioatiCIII we retreated a•J trca equi~. 
I 111 all felt that we oaa gat a ·~ 
plan which will be harah 1111 acae people, imoh 
harsher thla it ia on othera, or we oan get 
a plan whioh will han a aore equitable effect 
on all people but to aohien that :&,ult:r 
it will han to be ao ooaplloahd t lt will 
be nf7 1111oh leu attraotln. 

We han aot 71t beaa able to work out a plaa 
that 1a both ai..ple ad equitable. 1Je took 
a little pell of opWCIII &ttu the dilouaaioa 
eadecl thia aol"'ling on the principle of the 
plan &Del that TOte ftl takln Clll the IISUiptiOD 

that we would be able to dratt a plan that 
-· both aiaple and equitable, ana the que~tion 
••• all'llllliDIWe could aohiiTI that teohDioal 
aooampliabaent, h .. did the group then feel 
about the principle inTolTed, namelJ, a apeolal 
tax an increase in inoome. 

There were twelTe people present. Harold GroTea 
na in fnor of it 1! we were foing to han 
undiatributed profit• tax and t •• were go~ 
to han oertatil other thinge. )(r. Barnard u1 
Kr. Butfiqton were tor it and the other nine 
were againat it. 

. .. 
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Now wait a Ddnute. lrne• •• for it 
ooadi tionallr? 

That i• oorreot, •ir. 

J.nd who el .. ? 

30 

Barnard and ButfingtOD were for it uncODdition­
&117 and the other nine were against it. 

I think it lllight be footnoted there that 
Har17 lhih and I were against it i .f we had 
to TOte at that tiae. We weran't quite 10 
sure ae the other•. 

Well, if it il like all thl other Gallup poll• -­
( liaughter) 

Thi• i• the SulliT&a poll. 

Well let me jua t put it thil W&7. The more 
I think about the original applicatiOD of 
a fifteen percent witllholding at the 1ouroe 
without &liT mean• t .. t, I am jutt opposed 
to it. I han tranlled that far. SoJ,.ou 
fellows han juat got to be aart mou to 
produce acme thing elae. 

Now, at laoh toda,y Paul nid acaething whioh 
he •1 or -1 not han aaid to 7our people, 
which inter11ted •• ae another aTenue of 

roach. 1ib;r do we han to han two taxes? 
can't we take the presmt tax and poaaibl7 

1 hhold part of 1 t at the 1ouroe at onoe? 

Well, I think 1M. aost deairable thing, llr. 
Seoretaey, end one thing that we are working 
on now, la it we oan telescope the two taxes 
and for the people who are ii1 this catego17, 
collect it all througn withholding. 

Well, I don It mow, but I lan just had tiu 
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enough to think about the thing that the 
fifteen perce.nt and the original bash the way 
it waa originally aet up, I juet can 't accept 
it because I think it ia too unfair. Paul 
tel ls me - I don ' t know where he got his 
figures from - that there are aix million 
peopl e in this ao- oalled llhite collar clan 
and to, at this stage, jump in and withhold 
fifteen percent less the exemptions, or an 
average of eleven on a group like that, they 
are just not readf for it. 

Not an average, air, a top of eleven . 

Well, whatever it ia . They are just not 
ready for it . We have just got to pursue a 
plan of finding something llhich ia fair and llhich 
Will help on the inflation job and so forth and 
so on. 

Well, is it the withholding prlnciple you 
object to or the amount of the t ax, the degree 
of aeveri ty? 

It is the degree of aeverit;y. 

The withholding pr inciple is the attractive 
portion. 

It ia the de~~ee of severity that ;you apply to 
a small femi~ that haan 't got any increase in 
wages and won t get any lncrease in •ges and 
yet they ~et this terrific whack of the 
increase m prices . The.n ;you cane along and 
slap four or f ive or si x hundred dollars on 
them; I am just not going to be a par ty to it . 
So we have got to find something else, that 
is all. 

Well, would you like to have ua figure on 
some other percent~ges? 
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Well, I aa not uthfhd that the th1a.tE 
Randolph Paul brought 1n wcm 1 t work. I 
don 1 t know wilT it woa' t work. He 11 going 
to gin ut Thurtd&y. I 111 willing to ttar• 
in at nine o'olook Thurad&;y and 1"UUl thl'ough 
until twelTe o'olook, Will rou put 1t 
down, llra. Klotz? I will ur fra a1at 
to tweln Thurad&7 I will do notbhg tl,., 
I 'allt to mow wilT it won't work. 

~_lla.l.oh al't rou ref erring to there, Kr. 
~ret&JTl 

Well, thore 11 preu in there. !hat will 
Juat gin ua a chance to breathe, llat with 
that tXCtptiou, ' 

• 
ibioh pl&a &rt fOU rtftrriag to? Do {OU 
•an thh tingle tax .plaa Gilt tax w1 h a 
withholding FOYiliOD er ~ tou aeaa the 
thiDg that hat bee dra'llll up ud cUacuaaed, 
that it, the tXOtll inccat tax! 

I aean the one where rou started at the top, 
or rather started at the bott0111 and appllea 
a ptroet&gt of wi thholdln.g - didll' t you - a 
percentage of foroed a&Yinga? 

Oh ;rea. You are referring, then, to the tax 
on inoreaaea of income. 

.. 
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Tllo 

And pazot of it h 111 the fozw of oo~ulaorr 
aning. 

And ill the lower inoo• group• 10'1 let the 
people keep - I&Tt ..._{ and JDU graduate 
lt U J0U 10 up. 'l'b&t I .. 81 it WU 
pre1ented to .. oriflaallr. · 

That h right. 

Well, I would lite to han anotheP 111111"1 at lt, 
that or &nJ aodUioaUon of it, an,thing other 
than the original etraight fifteen per cent. 

Well, there are two aapeota of that tax. 

.&n,thlng other than the straight fifteen. 
Excuse ae, where did JOU get rour six aillion 
figure, Paul? 

I got that froa the eoonollioa ::e•rtaent of 
the New Tort Federal Reser•• B • 

That also oo.es fro• anll\her eource. Six 
ailllon ia the figur. we got froa an entirel7 
independent source. 

I frequentl7 get inforaetion froa thea. 

Tell aomeboaf to give u a one-page 1111ao on 
it, what it a baaed on, and who the7 are. 
Will JOU aee, John, that I get it? 

Tea, eir. 

11 I understand it, that figure doesn't include 

I 
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... n thad lncous troa dh'laena.. It Juat 
include• the aalar7 claaaea like cler.,_.n, 
proteuora, GonrDMnt aploJeea, and eo 
on. 

Well an1ft7, John -

Are JOU willing to consider a single - a naw 
tax plan which would replace the existing tax 
structure? 

Harl'J, I will take an,tblng, an7 wggeatlon 
troa antbodJ, starting anJWbere, on lnd1Tiduala 
wbl.cb wlll be a duper on inflation and wbl.cb 
will produce sou rennue. I don't care where 
JOU atart or how, but as long aa the thing ia 
equitable. You can han a forced sninga 
plan or JOU can not haTe a forced aaTlngs plan. 
I don't care . I take it we all agree we haTe 
got to get aore taxes. we haTe got to do eoaa­
thing about inflation. Well, we haTe had 
one plan and I aa willing to ban a dozen 
different auggeations aubal tted tor the group 
and a71elt. 

well RoJ, would it be pouible to han a wlth­
holding aupert.po11d Oil the preaent tax struc­
ture, with perhapa aoae increaee~and reduce 
thla a.ll to one tar! 

It 11 bard to get into. We could probabl7 work 
a wa7 out, but that reall7 doesn't aeet the 
problea. The problea h that JOU are trrtng 
to get an awtul lot ot aone7 out ot people 
who are 1oing to be burt when JOU get the 
aone7 out of thea, and there 1a no wa7 that I 
can see that JOU can do 1t wi thout hurting thea. 

You partiallJ acco.pliah that, Ro7 - JOU hurt 
thea, but JOU partiall7 accoaplhh it b7 - 1t 
JOU could introduce a withholding tax aa a 
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part of the feature of the new tax proponl. 
Then you are aerely antioipatiag a rear'• 
taxee, end rou ar• in on• ••n•e not incr•a•inc 
taxee, so actually th1y are papng aore tutl, 
but they pay it a year ahead of tlae. When 
there h a downturn of bullne Ia at the end of 
the e•rgenoy, rou oan Mke that up. 

llay I interrupt here' Well, I will walt until 
rou are through, Hal'rf. 

I aa through. 

Let • just addreu IIJielt to Roy Bloudl. 
I had the good fortune yesterday of befnc with 
c. D. Howe, the ~nieter of Suppl{ of 
Canada, and I just want to ralee his, Roy, 
in answer to rou about Whether rou have to 
hurt these people. Now, rou don't hurt a aan 
it rou aay, "You can't bu{ a new icebor, you 
can't have a new autoaobi e," or, "You can 
onlf buy two palra of ehou instead of three. • 
What! 

Relatively you don't hurt hla aa much. 

Well, I aean rou don't hurt hia at all. He 
just has to make thine• go that 1111ch further. 
low, it after rou explore every known possible 
device as to how to get revenue, bearing infla­
tion in aind, and that h the only reason 
you go to these eull inooaee, these six aillion 
people, then let us have soaebody here siaultan­
eously study ~he question of allocation. 

Rationing. 

Rationing, see, which they are doing in Canada. 
Now, it you can •t do it through the tax thing, 
then let•e ration the thing and after all, I 
aean as I say, it ia - the pocketbook is far 
aore sensitive and if thia faaily have to give 
up two or three hundred dollars in taxes where 
they have alread7 had thia - how auch is the 
increased cost of living, what percentage' 

.. 
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llna per oat, tbe lut releue I .... 

.. u, elna piP out. Ia c...aa lt 11 ft.tte• 
dnoe the 11&1' bepn. W.ll, lit'• 1a7 •t.altu­
eoulJ, well, lit'• take a loek at ratlODlq. 
!low, th• lnhrutlq thlq ln Cma4a 11, thi7 

• 

haTe twlYe oontroll1r1, one for each lDdu1tP7 
ud thl7 hue l'ltlcmlq. '1'h17 ben a prlo• ollllq. 

II l t ratloDlq on the final oouae~ 

That I don't know, but the7 bne oertalD17 at th1 
IOUPCe Of IUpplJ - theJ allocate. 

You would han to han 1 t at the flDal cou-P 
to do what JOU wl1h. 

jnd the thing that Jlr • JloWe I a1 d, "' Woul.dJl I t 
attapt to han ProollJ'IMDt"- he dou all the 
buJlng - "U I dlclD't han allooatlcm. • But he 
ear•• "I gaTe the prloee to the CIDI41an 
TriiSUPJ· I didn't wut th••" 

Well, I talked, aa I aentioned the other da7 
to --
Juet let .. fiDleh. So don't let'• juat I&J, 
"'fell, )(orgenthlll told ua to go doc that road 
and find a palnlen W&J• • U there h no 
painlus war, let's take uother road. It doun•t 
haTe to be that road. Thlre ia no order that 
JOU hue got to go doc thh highnJ. Let 1 

• 

get on uotber route, U " are thlllking of 
the little fellow. I aeu, I want to get t hat. 
A• we said at lunch, look, it e•ePJbodJ has 
got to walk md nobod7 haa an autoaoblle, no­
bodr would aint, i f enrfbod.Y had to walk. 
But the thing that soae people alnd ia wh&D 
soae people walk and the othera ride. 

There h onl7 one 1117 to aeet that, and that 
ia through ratioDlq. 
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0. I. Le\•a just be broad enough and wise 
eaouJL to taoe this thing, but let 1 a explore 
the lax thiug aa tar u we oan go &lid 1t it 
h orutl and it 11 harah, let's aq ao. I 
p_ not .tra1d to aq ao. Harq, doea that 
Jab aeae to 7ou? 

• 
It 11 unqueationebq - it the objectin h the 
eliJiinetion ot 1Dtlat1on, I tlli.U: that there 
are a lot easier ~· than taxation. 

That h--

It we are going to go over to rationing, we 
hue to be honeat with the public and a~ 
that we are hning our tuea not to control 
1Dtlation but to get the revenuei which ia 
all right, ae long aa we are tel !Jig the 
truth. 

Well, Paul-­

That h right . 

The onl.f "1:1 in the ae tiDies, u you get 1110re 
and more mone7 7ou have got to tell the truth. 

'!'hat h right. 

I aean, 70u have got t o tell the truth it 
7ou are going to bep the .orale ot this 
country at ID1 kind ot pltoh or height at 
all. 

Well, I don't know &DTthing that will hurt 
morale more than tor one person to be able 
to have goodsand the other person not to be 
able to have them. 

I agree with 70u. I aiapl.f. •l7 to 70u gentle­
men here, let's keep working and working, and _ 
tod17 7ou have got nothing tor 111. I will 
Met with 70u again ta.orrow, and we will work 

, 
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a0111e 110re tomorrow. MI.Tbe t0110rrow ao•bodT 
will have aome bright idea. But I am certainlf 
not going to sign anr recommendation where 
I am going to go after the people with 
incomes of three thousand dollars or leas who 
have no increase and won't get any increase 
while this war h on. 

Those people won't be able to b1J1 and the 
people with a lot of aaviuga will be able to 
b1J1. 

Not if you have rationing. 

No, but short of rationinf that is what you 
are going to be up agains • 

But fr0111 rq standpoint, I am going to look 
at it from every angle, 

Well, I would like to inquire for a moment 
here if you have any more time, Mr. Secretary, 
as to whether it isn't possible to have a 
single tax. 

I have until four o'clock, when I have to 
discuss the Kraeain icebreaker with llr. Groaryko 
and whether she is high enough or low enough 
in the water ao that heavier thick plates on 
the side will crush ice or whether they won't. 
(Laughter) That ia the problem, believe it 
or not. As of yesterday, she is so low in 
the water that the thin ilates are above the 
ice and she won't crush ce, ao - the funniest 
thing that happened was, this morninf the 
President sent over a letter, "I wil not 
build an icebreaker for eight million dollars. 
It is entirely to eieneive. The NaT,Y doesn't 
know anything about cebreakers. Will you 
please have Coast Guard look into it." 

Of course Coast Guard had recommended the 
tight ailllon. (Laughter) 

• 
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You ouiBt to send back a report that a good 
one will coat at least nine . 

Well, I sent it back to Herbert Gaston. I 
hope his sense of humor is all right. Before 
we take up t he icebreakers--

Well, isn' t it possible - I don' t see why it 
isn't possible to adjust our present tax 
structure to heve a single tax and withhold 
whatever part we desire ot that and get all 
the attractions of this other scheme without 
the disadvantages. 

It depends on how qulcklf you have to get 
•x• dollars of increased income and it 
depends on whether you are willing to drop 
out ot the picture, in effect, one year's 
income tax calculated in the present manner. 

Now; it you don't need the income - new 
revenue too quickly and if you don't care 
particularly about dropping out a year's 
tax on wages and salaries and so on, the 
thing can be hooked up. 

I thi.nk what Randolph haa in mind, Roy, is, 
you increase your rates and start withholdl.ng 
some percentage of the new tax aa that incoae 
is bung earned. 

But you don't have to increase your tax 
quite as much as would be the increase 
under the fifteen percent method. 

That is quite correct . 

They are completelf adjustable . 

That is quite correct but for the first year; 
it will be just as hard on the taxp&Jer. 
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It is true th.at he will be pa;ying out 110nt7, 
but I think it aakee the dir!erence that the 
taxplll'er, when fOU tell hill he is not iapng 
more taus, .he is juet pt1ing them a 1 ttle 
in advance, and that when the qergen07 is 
over that pr ooedure might etop. I D&an, it 
is a little bit different than pa7iug more 
taxes. You are just paying it a little 
sooner. It ie true 70u are pqiAg aore than 
you would otherwise have done becauae you 
are Pll1'1ng last 71ar'e tazea and you are 
paying current taxee. 

In other words, it 1u•t aeans that the big 
increase won't go into effect re~lly until 
'43. In '42 we will be oolleoting '41 tax11 
and a relativelJ low '42 tax. 

Y9u will be collecting some of the current. 

And then in '43 the ratee will have to go 
up in order that the amount collected will 
be as high as it is in '42. 

I don' t follow you, but - why don't you in 
'42 also anticipate, keep anticipating? You 
strike a level and maintain it . 

It seems so to me. 

lia,y I answer them, ltr. Secretary? 

Sure. 

Wh7 don't we go in rq room and--

I will start in again tomorrow morning at 
ten thirty. Paul won't be here, but I will 
start anyway. 

\Vey don't we go in '111'1 room and tight it out • 
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Did you put it down at ten-thirt7? Bow are 
we tomorr01r? Let 1 a aa:r elnen o 1 oloclt tOIIOr­
row. You spend the illegal Thanksgiving with 
me. 

All right, I will be delighted. 

How ia that. 

Fine. I will be here Tbar8dq at nine then. 

Yea, and I woul4 Ute to ••t agaia t0110rrow. 

Wha. t a.re those olaarta there 'l 

'lheae are two poatere that I woul4 lllte to 
have you see advertising the aimple torm. 

Who got those up? 

Well, they have been done all around the 
place . 

Are you (Blough) in on this? 

Cann is in on it and Roy is in on it and 
Chicle Schwarz is in on it. 

Ia Butrington in on it? 

Yea, I have seen it. 

When do I have to clear these~ · 

The sooner the better . 

They look like they nre complicated. 

I thought there was too much print on here . 
I personally preter the simple fonn. 
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Well, let' a do that ta.orrow 110rn1Dg. 

All right. Jrcnr when do rou -.nt to do this 
Treaaurr decieion on the exe~t oorporationa? 

Well, we will do that to110rrcnr aorn1Dg. 

Jfaf!•n•'l 

I will go" ron one better. llt,!ane, •Mna, 

Well, don't let' s give up hope and r-...ber 
that on this road o! Wlation there are 
aeveral highft1s. Let • a explore all o! thea. 
Let's take a look at all o! thea. 

Now, how did I sar we would start, when? 
Eleven tomorrow. Thanks, Paul. I will see 
rou Thursdar • 

/ 
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Br .. )la, Jarlaa •••••••.•.•. t407.96 
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l'rl ....... llilt.••· .. . . . . . . . . 1,25().00 
G&iao, h. J. Jr..... ..... 1".67 
lkono, Barel4 K •••.•••••• l, 720.}1 
Goallok, t.atllft ••...•...••• 2,551.17 
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luU\'&\o of Pllllllc .ualalairailoa liN M8a _.. for aarncea 
rn4oro4 to iho 'l'r...-arr aa ... 107M• of the !r...-arr. 1a 
iho caao of iboto l.Jo41rtaala oa ildo llai ,.,. ban lleo­
hll U• ~~~plOTMa of iha frou11r7, ~ia lir \lot Iaoiltata 
i-'.aah4 oa ncb .-plOJMal; !.A \lot caa• o1 !.A41Tla.lo 
oerrtac the !r...-arr oa a per 41• Mala, \loo !nNV7 ~' 
1o iloo oal7 ,.,._, roaoln4 tor aiiOI> perle&. 
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!.!E'..:ORAI:OO:! FOR ThE SECRETARY 

We are submi tting her ewith a Pro::; ress Report of the 

llOrk on Federal-State- local fiscal relations and the over-

all revenue system. A copy of the project plan submitted 

last June is also attached . 

Durin: the first three months of active operations 

-:~uch of our tbe r:as devoted to : 

1 . Tne organization of a staff and t he develop~ent 
of e pro~rB!!l or work to be undertaken in the 
Treasur;r; and 

2. The organization and develop~ent of projects to 
be conductei! in the field and by other agencies 
of tne Goverr-~ent , desicned to provide data 
essential to a consideration of Federal-State­
local fiscal relations . 

This preliminary wor:: is nor1 lar;:;ely completed. 

I t is planned to su~it t~e results of our ~ork in 

t~ree reports. The first ~ill deal with proble~ of 

~ederal-State-local fiscal relations created by the 

defense progra:r. . This report has beer. drafted and will 

be read~· fo r submission not later than the ecd of the 

;,·ear . The second report will present our recommendati ons 

for action concerninz the lone- r~ and traditional problems 

in t he field of inter-&over~ental fiscal relations . The 
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- 2 -

third and final report 1 scheduled for September 1 1942
1 

will sum~narize the tlvo preceding reports and synthesize 

the data collected in al l the projects described below 

and others which are yet to be developed . 
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PROGRESS REPORT: THE STUDY OF 
FEDERAL-STATE-LOCAL FISCAL RELATIONS 

AND THE OVER-ALL REVENUE SYS'rElJ 

November 25, 1~41 

I. PROJECTS UNDER'fAKEN IN THE TREASURY BY 
A SPECIAL STAFF RECRUITED FOR THE PURPOSE 

4? 

A staff of ~ persons has been recruited to work in the 

Treasury on various aspects of these problems . Each of the 

major taxes in the Federal revenue system is being analyzed 

from two points of view: 

(1) How well does the tax function and is it a suitable 
element in the over-all tax system? 

{2) What are the proposals for coordinating State and 
Federal use of the tax and their respective merits? 

These projects include the following: 

1. The Federal and State Death Taxes - J . Lowell Harriss 

and Loren D. Helton. Yr. Harriss is the author of a book 

on gift taxation; Yr. Melton is the former statistician of · 

the Oklahoma Tax Co~ssion. The project contemplates the 

analysis of such proposals as the integration of Federal 

gift and estates taxes , the structural inprovements of the 

Federal taxes , changes in the present Federal credit for 

taxes paid to States, and Federal collection with State 

sharing of revenue . 

. . 
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2. The Federal and State Income Taxes - Herbert Klarman. 

An initial study of the effects of the mutual deductibilit y 

of Federal and State income taxes in the calculat ion of the 

State and Federal tax liabilities is nearing completion. 

3. Federal and State Business Taxes - Gordon Keith and 

L. S. Hellborn. The proposal to disallow interest paid 

as a deduction in computing the Federal corporation income 

tax is being analyzed. -4. Federal and State Gasoline Taxes - Bristol Goodman. 

11r. Goodman is on leave from the Bureau of Agricultural 

Economics. Proposals to eliminate conflicting taxation 

in the gasoline taxation field, among them that the Federal 

Government should abandon this field to the States , are 

being examined. 

II . OTHER PROJECTS lli PROGRESS AT TEE TREASURY 

5. Uigration of Industry to Escape State and Local 

Taxation - William B. Gates , Jr . A memorandum on this 

subject has been completed. 

S. Problems of Federal and State Aids - Russell Hinckl ey. 

}!r. Hinckley is the author of a book on state grants- in-aid . 
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This project'will analyze problems of allocation raised 

by the numerous Federal grants to States an.d local units. 

7. A Jlistory of the Coordination Movement - Russell Hinckley. 

This project will summarize the resolutions, reports, and 

laws adopted concerning inter-governmental fiscal coordination 

and will prepare an inventory of the organizations which have 

expressed an interest in this subject . 

III . PROJECTS CONDUCTED IN THE FIELD AND IN 
COIIJUNCTION WITH OTHER AGENCIES OF THE 
GOVERN!!ENT 

8. Study of the Cost and Efficiency of Tax Administration -

Ja.'!les W. Martin, University of Kentucky and former Tax 

Coaunissioner of Kentucky. This study will asse.mble the 

available information on the costs of administration and 

to appraise the suitability of the administration of ea~ 

tax at t he Federal or State level and the possibilities of 

economy and better enforcement through Federal-State 

cooperation. A staff to assist 1{r. Martin has been chosen. 

The required information is being assembled by field work 

and correspondence. Mr. Martin spent some time in Washington 

establishing contacts and securing the cooperation of the 
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Bureau of Internal Revenue. 

~ . Study of the Cost of Tax Compliance- This study, in 

conjunction with No . 8, is de"&igned to provide a complete 

statement of the cost of tax il!llobinery in the United States . 

It is to be sponsored by the Depart~ent of Commerce, with 

Treasury cooperation . The study will cover a sample of 

approximAtely 10,000 taxpayers. It will seek to get more 

accurate data than can be obtained from questionnaires , 

the device previously used in such very inadequate studies 

as have been made. A weekly or monthly cost analysis and 

regular reporting of results throughout the year by each 

firm is proposed. The plans for this project are now 

being completed and operations should begin by the first 

of the year . 

10. Study of Elasticity of the Property Tax as a Possible 

Future Source of Local Revenues - George Uitchell . ~itchell 

will be released part- time by the Illinois Tax Commission. 

This project will make some type-studies of particular 

collmunities , such a& New York City, with a view to appraising 

the adequacy of future municipal revenues . The cooperation 

or the Bureau of Census has been secured. 
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11 . Sum3ary of the Financial Transactions of All 

United States Governments - This project, undertaken in 

cooperati on with the Bureau of Census , wil l provide 

s~~ry information on tax collections , expenditures , 

debts and inter-governmental transfers , with breakdowns 

by governmental units , kinds of receipt and purposes of 

expenditure . The data asse:nbled rlill be utilized in an 

analysis of the incidence and effects or the over-all 

i'iscs.l system. This project i s in the final planning stage. 

12. A Digest of t he Literature Concerning the Comol~ints 

Against the Existing "Uncoordinated" Tax System - Mabel 

Newcomer, Vassar College. This proj ect has been completed 

and is on fil e. 

13. Analysis of Geographic Distribution of Wealth and Ita 

Significance in Taxation - Uabel Kewco~er , Vassar College . 

This project is in process . 

14. Comparative Study of Inter-Governmental Fiscal Rel ations 

in Canada, Australia and the Unlted States - Uabel Newco~er . 

This project is scheduled to be undertaken after the comple­

tion of No . 13. 

• 
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15. Juriadiotl.OD&l. D1tf1oul tit~ in the 1pp11oatioa of tU 

State Sale• Tax - Bell Jacob7, UD1Terait7 of Chioago. 

Thia project will include an anal71ie of the aalt1 tax 

problema created b7 interstate tranaaotions. WOrk on 

this project will begin about January 1. 

16. 1 StudT or the DiTision and Poaaible Reallocation of 

Governmental Function• - Clarence Beer, UniTeraity of 

Borth Carolina. Kr. Beer will be on le&Te from the Un1Terait7 

for one quarter in the Spring and will work in Waehington 

during this period. 

1'/. The llllpact of the Defense Progr&m on State and Local 

Finances - .llbert Lepawsky, UniTersity of Chicago and o! 

the Association of Tax .ldministratora, has prepared and 

submitted a report on this subject . Work on the project 

ia alao being done in Washington. Hinckley, aaaiated by 

Gates, has prepe.red a prelimi.nary lllemorandum on T&rioua 

aspects of the • impact• of the defense progr&m on the 

State and ita aubdiTiaiona. 

18. Studr of Fiscal Capacitiee and Rennue Needs of the 

States and Their SubdiTiaiona - This project is being 

conducted b7 the Social Security Board, DiTiaion of 
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Research, with whom we are maintaining a ver1 close asso­

ciation. 

19. A Study of the War-Time "Inflationary Gap" - Carl Shoup, 

Columbia University, and Milton Friedman. The project was 

undertaken by the Institute of Public Administration in 

consultation with and in close cooperation with our staff. 

A prelillinary report has been completed and has served as 

the basis of discussion in the Treasury. Ur. Friedman 

has been employed on our staff and will give part of his 

time to the refinement of the data and to keeping it up 

to date. Mr. Shoup bas also prepared an extensive analysis 

of future revenues and needs oft he Federal Government . 

IV. CHANGES IN THE PLANS OF T HE PROJECT 

Since t he beginning of the pro,eot some changes in 

plan have occurred. The proposed study of the public debt 

under Dr. Simeon Leland did not materialize because of the 

latter's other engagement. In this area we shall therefore 

rely upon t~e statistical summaries regularly gathered by 

t he Treasury and an analysis of this material by our own 

staff. Dr. Leland has agreed to give us the benefit of his 

views and the preliminary materials he has assembled • 

.. 
Regraded Unclassified



- 8 -
54 

A project under Dr. R. Y. Raig in the field of 

business taxation proved unfeasible aa Dr. Haig wished 

to confine his attention intensively to conditions in 

the State of New York in a manner which did not seem 

justified for our budget . We are therefore approaching the 

business taxes through broader studies under the auspices 

of mmnbera of our own staff here in the Treasury. 

The plan to appoint a special consultant to make an 

examination of the legal aspects of Federal-State-fiscal 

relations has been abandoned. In ita place these problema 

will be studied tax-by-tax, in connection with the work 

which is going forward with our own staff in the Treasury. 

On the over-all legal problema , where necesaa.ry, we shall 

consult the General Counsel of the Department . 

•• 

I 
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Jlllle 2S, 1941. 

Secretary Vorgenthau 

Wr. Gulick and Ur. GroTea. 

In accordance with JOUr reoent requeat .. are 

aubmitting her .. ith certain docuaenta relating to the 

project on Federal-State-Local tiac&l rel atione. There 

are lix ae110randa, u tollowa: 

1. Stat ..-ent or objeotiTII - thia ia pri.arilJ for 
our own uu to keep our ala clear. 

2. Su!!l!ll&r)' of progru, indicating lll&jor dhhiona. 

3. Summary of poaaible apeoial project• and 
per1onnel. 

•· Copiea of proposed letter• inTiting ael ected 
peraona to participate actiTelr in the project 
and a more general l etter •••king wider 
cooperation. 

The next two ae.or&Dda are ~~Dre det ailed anpporting 

at ateaenta concerning: 

6. The progru. 

6. Specific projecta and peraonnel. 
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The l0J11-et&n41DC probl• of ftderal-etate-looal 

fi eoal relationa i • rendered sore acute by the defeuee 

progr .. and poet-war fiecal proepecte. OoYernmeute .uet 

dr .. upon fiecal reeourcee to a greater degree than 1D 

t he paet and the poet-war probl ... will eapecially require 

fieoal policy careful ly adapted to econoalc ena.. The 

proapeot of prioe r i aea during the war period ia one that 

baa eerioue laplioatione for atate and local finance. 

In theae tlmea of emergency t he caee for coordination and 

integration of tax and expendi ture ayeteaa becoaea 

11peoi ally et rong. It b t h_erefore the objeotin of thb 

etudy to gather the faote, deYelop prlnolplee and aeek 

out apeoltic eugg11tion1 leading toward a better co­

ordination of federal, atat~ and looal reTenue and 

expendi ture eyet«ae and to plan for their oooperatiYe 

deYelopsent, in barson7 with eound fieoal policy, to a.et 

the need• of the Federal Gonl"!lllent and at the ease ti.u 

to ulntain the independence and Yitallty of etah and 

local inetltutlone. 
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I hr I • 
s • ., of f•taUn PIP:ri'NIPIM• of IanetlptlM 

of Fo4onl-stato-Lo Plloal le1atlou 

1. Coap1a1nh Ul4 Poaal\le Jlo41t1oatlou. 

Cam.ADI'lS 

1. of atato 1114 fobl"tl tu 1 ... , 
IOIU'OOio 

a. Jlllltlpl.• tuau •• 
1. Dlnnlq of atate tu 1 .. _. roplato., ,...-.... 

'· C!!!J!!tltlcm ...., etat11 for tu llu11. 

6. lu4!suUT of looal IOUHIIo 

e. State Ul4 f.ael'al flullolal •banuiUDt 4ue to 
lllore&ae4 riTinUI 4eaan4a. 

POSSIBLE MODIFICl!IOIS 

1. r.aenl-state ape .. nta for the 1oiit edp!phbatlcm 
of tu11. 

a. '"•l"'l ero41ta for atate tu11. 

a. roael"tl-cou .. ucm-state-Shari!c. 

'· All uteulcm of f.aenl &14 to the 1tat11. 

2. Po111\le lbucll 1ll fe4el"tl I'OTOUI 1 .. to -t tba 

'~IULDO:Lu retulr-tl of propo1H eo41tloatlcma ln fe41l"tl•ltate­

loal re1atloua propoaala for a n• 171t• of bulll111 tuatlcm. 

8. lapaot ot e!p!!41!c fMel"'l Nftll1111 u4 uplll41turu Oil 

• Regraded Unclassified



58 

'· !he onr-all pletve of con,..tal tuta, espalltvll, 

ana 10 forthJ etatua of r\llo lellt at ftl'lne conr.aatal 

lenla. 

6. ~t1tat1n eat~tea of future renDDet aaa ezptD41turea 

ana of proapeot1n utloul UOOMJ proapeota for the roat-wv 
perl o4. 

6. Biatorz ad l1teratUN of the Coor41aat1• M'HMiltJ 

ft4eral atate tlaoal relatlou 1Jl other qat ... 
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1. PI'Obltu of a4aln1atrat101l u4 nlt&'bll~ ot tuea at 
cHttereut lefili Of iOfii IWDt. riot .tb ot Intuo~. 

2. D1Tera1tr ot reT~Gae lawa 
pi'O(I'Ia• II' • Lepua!q • 

3. other ltpl upeota. A pocl tu lurer 

•. 
4. QuaDt1t&t1Te eat1aataa. Prot. Sho1ap, Col•bla Uuhera1tr. 

5. Iudequaoz or unault&bllltl ot the '"Hiftl tu &114 a&lea 
tu. Georre llltob..Xl, llluola Tu C uionJ Jbo. Jaoo!!z, 
Un1Teralty or Cbioago. 

6. Fe4eral a14 pi'O(I' ... an! the allooatlou ot coTeraaant&l 
aei'Tloea-ri relation to rtaouroea. Prot. B .. r, tlnlTeraltr 
ot lorth C&I'Olba. -

7. Pa4eral·St&h·F1ao&l rtlatlODt b other federal •l!tau• 
PI'Ot. lnoo..r of Vua&P. 

a. Statue otar:bllo 4tbt at T&Ploua (OTePDaeutal ltTtla. 
Pl'ot. Ltl of Cbloaco. 

9. Jtw ayatea ot bualueu tuatlou. Pl'ot. Hal& ot Coluabla 
Unherll t7. 
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Interetate ooapetltlonJ ttder.l ortdlteJ ttder.l oolleotlon -
looal ehar~J pro•rot1n ohan.&ti li federal rnenue lawaJ 
t iaoal ca~tlel o the atate11 tactull picture of OTer-ill !!!!!• T e freaaurz Statt, 

Each or theae programa wlll require the cooperation ot 

federal agenciea including at m&D7 pointe the Bureau ot 

Internal ReTenue . 

The budgetarr 1apllcatloua ot the1e appolub&ent• cannot 

be determined ~til •• haTe conferred wi th the apeoiall•t• 

concerned. On the bull ot prel1ai11&17 11tlaatea we ar1 

allowing about $35, 000 t or the project• here aet forth. 
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NT 10, lMl 

Deu Jial 

!be TrniV1 De~tl u 7" • llaft ... r... 
S.oretu7 llorcctllaa • ,.... • tmmt, 11 ""'81 a 
u•lu.tl• of a_... of f1H&l ... •l='•'•tntlft ..-u .. 
arlliJII froa the 1Ate,...lat1• of FtleJ1!11 .tate IBI lNa1 
renu• D114t 1114 tu .,..t... Lllther oulu, Clareue 1IM1' 
lila I are aollla ... prell•lll&"7 phnlq ua 1H Ulpbc to I 
cet work 1ll thlt flell ttal'tel. 

1.11011& the Tltal upeeb of W. pN\1• 11 tile •"- of 
the nltabllUr of tu11 for 41tfoPDt loftl1 of p .. ,_, 
partloularlr f.- the ef='•'•tfttlw polat of 't'l•• ...... 
ef J01U' ""' elteul.,. ... taot w1~ tU tN\1• of rew.e 
ooorilllatlOD ad oqulq .. t.llft .. porloaoo wlth 1tato tu 
thlllhtl'atloll ;rou IH alquoq qul1l1tl for a obq of t~ 
kl.a. 

lbat .. ha'YO 1A a1D4 11 thlll 

It .11 pNpoto4 tllat a •h41 bo u4o of 1tato uL 
loMl ahla1ttl'atloa of tu11 1a o pephoa wlth aotual 
or potll\lo ftlonl ah'•htntlm. !be ~Ht u to 
4otorw.lu the aa1 t of con-•t .. t Ml1 • for tM 
+Snlotntloa of tu11. £-a tho ±Usn ftloh mpt 
bo tat• bto aoeoaat IHI 

1. A.otul. ooat1 of ef='nletntloaJ 11poolall7 where 
1tato u.a ttlenl dalaletntloa oalat 1141 \r 
014oJ 

I. Poul\11 aadq f.- tho llialutloa of aplloatlODJ 
8. IJaooOIIII'f 001t of .-pllaaiiJ 
'· Lao"c• 1A eh'a'ltntloa uaa ooll01tloaJ 
6. Othor lialtatlou 1ll 1tato or felenl +••tetntloaJ 

!'! =•r;•ltr of the buo to alcntoJ b 11Uf of WoNitlORJ 
o Iub1 1U to allooato ~•lJJ 
a COillt1tu\1oall barrlorl (u 1a lllo1 tu)a 

.. 
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(o) btft..tvrlwrlal lMl ..... fCla 
....rutvtro• neltt • o twa)J 

(t) Iaettlol ... ltt ot octrallaat 1 
(&) lltalltr ot lotal laatltatlou. 

Poulbl7 •oh of thlo lato,.tl• on1• lit otltaSatl 'r 
oorreepoll4_.o u4 IOU ot lt ttl'talab .. t ... t .. pol'loul 
txptl'hJlOI IUOh U 7ft han 11&4, llat tU wlloll prolll• tallt 
tor a rlcOI'Ollt, ..,...._.ho u4 troth ualJeu. 

I • Wl'ltlD& to '" 1f • ... pore11841 7ft to jola • Ia 
thb cterprbo u4 to .... riako We S..,Ortut u4 Wtlnlt 
etuq ... w1ll han to talk onr the •rk lawbtl ..a "' 
wbat 10rl of ll"l"..-ta ... appropriate. Pe~ ,.. ...U 
arftllll to tako ott ...... tor, or at lout to l~tea ~ 
aoh.aill•. aut 1a .., ouo tu !PIUUPJ 11 pre.,.,.. to ,., t .. 
the atr.lot rea4erei. 

I btu that JOU art to bt Welt thla , ... , u4 tbat 7011 ... 
worki.A& OD a atato tu pfOiroa. Dott thla IIHD that 7011 irlll lit 
unanllablo horo 1a tha !ut bttoro Sopt•lltrt 

Porhapa JOU bettor Wl'lto abotat JOV plau. I ou the 
•ua11t wMia 11114 whoro • 0011 &•t to&othtr •ot OODnaloaU,. 

Wo aro nPJ auloua 1a4oo4 to ... thlo P"i::! luaohe4 tal 
WI art OUPO the\ JOU ... tho - to 4o l to 111 that JOU art 
lator .. t.a, ........ thtt .....,_ta 0011 bt .... ua .. Ua1l 
loot tor • earlr roplJ. 

11th boat wlehoo 

ProttiiOP J ... o lo llartla, 
trD1~eralt7 of liD~, 
LoxiD&toD, Ioatul!J. 

Slaoorol7 JOUPO, 

• 
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11117 10, lHl. 

Dear SluoDt 

The Treu1117 Der.rtunt, u JOU ~~q ba'ft lieD frca 
Seoret&l'f Vorcenthau 1 PIIIDt &DDOUDo ... nt, la .ak1Dc ID 
eiaalnatloa of a uaaber of flaoal IDA a4aia1atrat1Ye 
queatlona ar1a1Dc frca the lnterrelatloa of Fe4•1'!11 atate ana 1ooal I'IYIDUI DIHa u4 tu •:rat.... Luther Olllhk, 
C1aruoe Hill' aDd I are doll£ ao.e prellelnar;r pliBftiDC 
u d are hel plllg to c•t work Ia thh f hla atart.a. 

PoD& the projeota .. ban 1D aiM, thPie appl&l' to 

.. 

be eapeo1a1q •ao:zoa.iour alle7•. ODe hu to do with a.~ta, 
thelr atatua, eoo o alpltlouoel. P1l at101a to flaoal ' 
po11o;r, ud 1Dterconl'a811tal u4 '-'•htrat1n Pllat10Dio 

A eeoond projeot ooualata of a aurYe:r of the atatua 
of t he propert7 tax 1Do1ud1DC ratea, further e1ut1oltJ, 
de11uquenolea lr-PtGai of reY01t, att1tu4ea of far.aere, 
ho .. owuera, oitr offlolala ana eo f orth. The objeotl'ft 
1• to 1eii'D how Yalld la the oontentlOD that the 101&1'011 
of 1ooa1 r•••nue are hlchl:r lDaaequate ID4 bPiaklug down. 

A th11'4 projeot OOilthta of a IUrYI7 alallar to tba 
abon but 1D the flald of aalea taxat1oa. BePI 1t woul4 
be laportut to 1uqu1re u to t he preaeDt atatua ID4 
alCD1?1o&DOe of the oouatltut loual barrl era, the effeotl'ft­
n••• of the uae tax, t he aaoeptab1llt7 of th••• taxea to 
the r.'blla u4 other uttera whleh would throw llcht OD 
the ecpee to whloh the eal11 tu etat11 ba'ft aoln4 
their PIYIDUI pro'bl•• 

We ape 4afWtoq ooatlDC OD ;rou tor a oo.ppeheDal'ft 
aeaonnd1111 on debta - juat u aoon aa J'OU ban fWehe4 
:rour book, UDleaa, perhapa, :rou think lt faulble tor 
70u t o do the aeaoi'IDdua tor ua flrat and :rour book 
aaoond. Ia thla poaalbleT 

Aaau.ing that •aebta• •111 keep :rou oooupled tor 
t he tlae balD&, what about Otorc• Il l tohell tor nua'ber two 
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ProftiiOP Slaeon LtlaaA, 
Un1Tera1tr of Chloaco, 
Chloaco, lllbola. 

• I • 

su. .. nlr ,..,., 

.. 

-

.. 
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h1J 10, 1Ml 

Dear Kr. X..,..~• 

•• 7011 protl&\17 ... tM beuUl'7 De,..._, ll 
-~a »Nl'•'••'7 ezeel•atllll of a _... of tlaoal 
u4 .a.s.lat..Un .... u ... arlllu f.- t!ao latv­
rolatloa of PoloNl, etato IH lloal ro..u ..... _. 
tuu. Wo approela" the unraue 7011 bw 11,..._ • 
&11'0 of J011r latorut 1a tue writ ID4 7ftr wiUbp111 
to oooperate. 

Wo .,..., ..o. ...a ,... lltlp, f1nt, 1a •kbc .au, 
u4 ... .u. 1a IVI'Jbc thrcniP tpoo1t1e ... u .. ol tile 
rtataroh. 

Cu JOU ~ 111J obaaoe be la ... ~toa ooaftale~ 
on the 15th, l~tbt._ ~!' _l'Ttb of Jubt If 10 • .. .. talk 
thillce O't'tr Mre l'li.UJ• If that le DOt poat1ble W oaa, 
I • ave, arruce a Ml't OOII't'ID111lt kte. 

11 ~~ abapo up uw w Mlll 7011 1114 the r•ra· 
tlon will lltlp u with tw prtU.U•.., etuaJ.ua 

(a) !he 41Ten1tr of ...,.... 1-. ..a the ooat 
of .-pl1IDII J 

(\) !he lllput of 4tfeat 011 etato ID4 looal 
tuatloa. 

1rU1 r: M thhllrlng about tbtat q1111tl0D1 10 that 
n MT wor oat tor,ther t!ao1r eoope U4 tontut, tbtlr 
t1a1111 ~aa the ooe • of the roauroh work 1anl'fl4f 

Wo wou14 lleo appreo1ato .., flll'ther •ucceetlou 
JOU 111J ban u to thh whole 1ntu1'7. 

• • 
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... "" ... to the ,......,, ,.. wU1 tllll .. 
111 ROOII Ult. 

SlMenlJ JOU'8t 

Kr. Albert I.e~ 
Jt4erat1oa of-tiS ll.i.le\patoPI, 
1118 Jut 80th Street, 
Ch1oaco, nlboll. 

• 

-
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O«Deral letter aokiaa tor IUIJIIt1 ... 
&D4 oooperatlon, to ti. 1111.t to ••leett4 
a4ainbtratoPI u4 tu nperta. 

67 

ll 701& alrelb mow troa StoPit&rf Jlor&atha'l 
PIOIDt IDDOIIDO-Dt1 thl fN&IUPJ Dlpvtamt 11 DOW 
aak1DI a prel'•'n•r.r IXIW'n•tlon ot a D.Uablr ot tlalal 
all.4 ahi.D.latratl.,. qu11t1011.1 ar1dq troa the lll.ter­
relatlon ot t14eral! 1tat1 &D4 looal ren~~.ue ao141 IDI 
tU 171t .. • 'l'h11 I 1-thlll& whlob baa OODIIPII.el 701& 
&D4 .. &D4 oth1r1 tor 8&Q1 TI&Pio 

lbat .. are aow 4ow 11 prel'•'ur.r 111. utuN. 
lapeo1allr at thl1 at&&• It w111 be .oat helpful to the 
Treaaur,r to baTt the blnetlt ot •ucc••tlon• froa tboee 
who, Ukl 70uP111t, are reall71Dtol'M4 an4 1nhrlltl4 
111. the probl_. 1Dwhe4. lbat aopeotl aow 11• to 7ou 
111111t to de11n1 1D.,.et1gat1on'l II the altuatloa obufl4 
b7 tu .... feOJ' I1 the work DOW oalll4 tor prlaarl 1 
DOWll4&11 ••• 1 P

III&I'Oh, OP prlaar1l7 thh!kl11.11 

pl&DD111.1, oontr rl"' &D4 aot1011.t 

!bo~~&b I aa w1t11!17ou Wol'llal.l7 11.11w, I bope " 
0111. talk tbl"'• oTer at leDCth 111. tu aot too 41atant 
t uture. 

I! 70U •- to Waoll111.1toa won • t rou let a1 bow 
&D4 look •• upt (Treuur.r, Rooa 118~) . Yi1 ahall, ot 
OOUPI11 k11p 70U poattdo 

V•r.r trul7 70uPI, 

• 
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llal>tr &. 

Tent&tln llnoNDdua tor a Procru ot Innatlgation 
oonoeminc Fecler&l.-State-Loo&l. Fiao&l. Rel atlona 

I t 11 propoaed to approach the aubjeot tram the followlDg 

angl u 1 

I. What are the ooaplalnta leYeled &galnat the preeent ayatea 

of intergovernaental relationahipa and what are the propoted aodi­

f ioation• in tbeae relati onahipa? £aob of the ooaplainta and 

propoaed aodlfloationa abould be exaained in ao~• detai l aa to 

it• nature and Yalidity. Among the ooaplainta the following are 

tlptolally reoo~endtd tor conalderatlon. 

l. Dual t.dmlnlatratlon of atate and federal tax lan. 

\Yhat are the waatu of dual adminilt rat ion in terma of1 

(a) Unneceaaary coata of duplicate adainiatrationJ 

(b) ETI8ion ot tax•• beoauae of unauitable adalniatratlonJ 

(o) Unneceaaary ooat ot ooapllanoe. 

2. Uae (that ia, collection) by the State of aourcea of 

rtTenue unaulted to the2 becauae of 

(a) Propenalty of the baae to aigrate1 

(b) Inadequacy of infor2ation1 

(c) Inabil ity to allocate properly! 

(d) Conati tutlonal barrier• (aalea tax ) J 

(e) Ext ra-territorial lnoldence (aanufaoturera' exclae 

on oigarettu). 
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a .u..,t a11w1• " -. t. appnlM tilt ...... tacee ef febftl 

u Ocaptl .. with atate .tlwletNtla ftr tUh tu. 

a. Iu4tquatt NYtallU f .. a'fallUlt ..... lli'Ult tu 

bull to proY14t u 14tqutt atu411'4 of ,.llllt ltnlttll 

a. !8oac oltltaJ 

'b. In rvsl tlatrlotiJ 

o. Ill 4tplttt4 artUJ 

a. Ill tlatrltta wltll 111\-llON&l tu Ne01ll'ttlo 

It 1a oo.plalut that the propert, tu, ... htarll7 Nll .. 

llpoll tor looal OIIPPOrt, hu .... w the llalt of lto elutlol\7 

• 

ana that it 11 NgNalln. The Ntall eal11 tu 11 aleo erltlel ... 

tor regreee1Y1t7• Sole etua, of the eoe1al effeeta of thee• taaea 

and thtlr axp111d0Jl oOJll.d 'be .Ue. For eaupla, what 1a the effttt 

ot tho proport, tu oa llouiac u4 what 1a ita tftMt Oil t..._ ... 

boat toraoloeuret 

'· W oorrtlat10Jl 1.a looatioa of "altll u4 llM4 for p~ablle 

11nlot1J Dlw allooatloa ot neh .. alth for tuatioa 

(for oxeaplo tho tuatloa )7 Dll..-ro of a a ... otle 

oorporat1oa llo&l'l7 all of whoao u11t1 md 'buiao11 

art looatet oletwhoroJ or tho taaat10D )7 1 .. Tort of 

oetatoa built •P 1.a nat10Jl•w14o a1etr1but10D of a'b1llt7 

u4 ao.a b7 ..... of ta'blta u4 •P•• ) (Seo Bloachs 

Oeoawphlo Dlltrlwtloa of W1aoou1a !u Bull. ) 
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to *' atrat .,. Wterra111 Ia taaUa rtt.,lll 

later-lN&l u ..U u latentatet lPI,... -u. 
at .. Yon u -w otr u pe4 ... ue1 Ia Uul11l.,tt 

6, Ntlplt taatl• Ia the appll .. tl• of 1t&te tue1. 

s. trnaD• 41nn1t7 of tu 1 .. u4 pPOHIDre ru•l.tbc Ia 

eoa!lllloa u4 1:111111 n 111t ot .-pll.aue. !'- •'­

etadlJIC oue ot th11 11 llulaeN tuatl•, • laltl.._ 

tloa &loh •arlN al .... tor •'•' Ul•tl• _. 

ttuiarUaatl•. 

'1. !he S..,Ort&tl• ot 'ftlua fer ....,11, atalr •"ua'la 

1Jl tbe appllaatln ot the pnPft'V u4 pon I•••• 
tu11 to rallPO .... 

a. Coapttltloa _, lt&tll tar tu butt ... tht a!patla 

of nalth aa la4ub7 te aft14 rtate ..a looal tu ... 

S.. lata oa tM ralatla of tu11 to tht 111tr of 

MDfNhn ..a the Pllatla of tu 41tter-t1alr to 

thlll lOtta 1111114 "'balpr.l. 

8. btat of et&te aa4 looa1 th11l ............ , r11ultla& 

tra •....aatoi'J" e:lplll41tvel lula.t to , .. ,ral 

prop~~~~. 

10. Llaltatloa of , .. ,ral aote11 pi'Oif'lll allt, .. to rerult 

tra rtata 01111patloa ot tu tltl4t otherwlre r.llJ 

aftlla\11 tor , .. ,ral •tlllaatla. 

• 

) 
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u. Ullo...tala- -' ...,..loa la otata ... t....U fl-.1 

fl••'"'l ulU.lewl of pw,_t ... ,...Uot wl~ 

UIUJ'DH •t tlile otW wl1l. 4oo 

12. Looal POIOUPHI llaw Mea atnluA "J Po4onl ,.., .. ta 

whloh llan t.ptol lonl Mteh'"' ot to4anl ,.... 

18. Intorcow.-tal. rlzaumnt •r•ul 'r tu tut ta..t 
pn,_tal. wtr sa•t'•Uu ,.... MPtda ' •uu 

tJo. latorcow,_tel taatl-. (It&t& nlo1 ....U.. 

of 4otoue eoatn.ta.) 

II thoro a poplllar .... 1 .. mrt et Wa pNhloa, a 4 ' 

bf larc• Dllllbora of pooplo 1114 tholr leclalahreo tllat •..,~ 

ahoula be ao11o1 ill tho fhl4 of laterconi'IIIMiltal fboal rolatlouf 

Do tho II oa.plalate takoa oollaot1 nl7 144 up to a oauo tor 

aot1011 ua lf ao what ohoul.a 1t Mt 

&Mac tho propoo.a .....aioo tM foU..UC aro apoolallr 

roo do4 tor oou14oratloaa 

14. Lochlatloa to lJspl.-t folonl•otato apowato wharo"' 
tho Po4oral OonnMat will 11111.ertako to ••••later 

oortala atato taaoa tor &II .,...& too or oa a ooot \aalo. 

16, 1 fo4oral-atata oo.l11loa (with ft11al roproaatatloa) toa 

(a) APP&IIII a,roiMilta for tho osolwl&o of llltor­

fO'NPDRe11tal a4wtnlatrat1n atFYlooaa 

(b) ruUltato uohup of Wo,..tloaa 
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·•· 
(1) • 1a1p •11'1r11U l,.StliU•I 

(4) DleiRCip Uwnl\J tf tu ~I 

(1) eo.411tt ....... ~ .... nlllc fltiiNl .. tate ... 

la"ntate tlMal nlau ... 

11. Aa tlt1U1• ot t .. enl aU te tiM Stattt. Me 

.... ~ ...at .......... f ... '"cr-. tilt aU 

~t '*- tU teael • a &1 ... lt, •• tt a.,.., , 
fW ... .,. - .,..uh ... u.. , .. u .a...u-, 
.. uan, \l;t qa). It_. \t a tlft-tlal aU 

UetrlaW Ia .- Mle at ... Nl.W tt rll.,llll 

OP lt alpt" Utblatel• ... oa.rlluu wlU...t 

.....,a to alaUl\7 tt ..,.,., tu hutln. 

lhat b the 411"1 of lotal ... ••tral lattNet 1a the 

YU10111 taaotlou of Ooft.-t u4 -. 4MI lt ttrrtlate wltla the 

r .. poullaUlt7 for the e11pp1rt of thett r..u .. t 
lt. Aa ut.uloa of f .. enl trtUtt for etatt taut (u 

PNMIItlr appl.l.. 1a Ita til tuM) • 

18. , .. ,ral .. u .. u. plu et&te Uetrlwtl-. 

18. hrther ...U1Mtloa of taetl... It, 1a t!le poet-

4tf1Ut era, the reteral Gner.nt ..-.Jte oa a proc.­
of workl la auoh tltl4t u houelJic, •trltln, htaltll, 

Ill&' qe, ..a elMtrldtr, lt wlll lit ..... ...,. to 

4ee14e •th•r rue .U.U lit tlaroacla tile u.-ptloa 
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et tMM r..u... ... , .. , ... a1 an. ... t u...~. 
OP tlaPftP pab-b-&J.l te .. MJtiMte alta, .. 

throap AlrMt ntlqe te !Mhi&ule. 

ao. Fe41Pil uelltuee to fulllt.te etat• ..a lo-.1 

boPPMrlac· 
u. lbat an the ,. .. 11tUlt111 of f .. •ral nftelle ehpata 

to flauoe 11141tlnal flllal lliJIIOri fer the etatoet lllat an 

the propoe.a •au of •etr.cthn'ac• the fohral tu ~pt._. 

u. theee 4eei ra'ltle or ,...,lrUlet Sou ... la.nu.- atpt 

be chu to thl foll..U,a 

1. PNpoelle to et...,tbeD the foa.ral s.u- tua 

a. Colleotloa-at-the eouroeJ ool'nepn41Jic propoelle 

to lleen the tlM-epu ltotwn o&l'llbc lao- ... 

P'Jlac lDI'SI tUIIJ 

lt. !uatloa of ..Uetriwt .. protlta (to the oorpontla 

OP the 1a41Tlbal )J 

e. nlalDatlOD of W•ll..,t M011P1t1Uo 

lbat 11 the MZS.. proportloa of the 1Do- ot the Ulllite4 

Statee wbloh lt le feulhle to oolleet throa,h ID lD.- tax1 

What aro the l~tlDc taotoret 

2. Jlroopolall to a.nlop a DOW IJita ot ltuelDOII tuatloa. 

a. Uee of epoelal ezel••• OP ceaerll Ill•• tuee. 

+ 
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'· Dnu...-t ot a ablapr • ,..-··r ,.. · •' 'llaa­

protlta tu. 

&. 111ereu.a N1'0ll tu .. to toftP tile o~lptl .. of tM 

aoolal 1101U'lt)- propu. 

e. U11 ot a nw~e tu, auto.atloall.J a4JutUl.e. 
• 

T. for the porlo4 of WIIIH fluulllc ... att.tla a!pt 

be &h• tt po"l\le,........ ot 'lle......t., troa bll· 

't'l411ala, u tor n..,le, lathe IIJ'u• n. ter tlMuS., 

the IPlthh wv Ma&et. 

Are thert !.portat poul\le aove .. ot te4eral, atate • 

loell ee0110., whloh wou14 releue tlaoal reaOIU'Ieat for e~aaple, 

how ehea~e are the tto-t .. , 1r tAft llhleh alcht r11ul.t troa 

the rtol'&'lll&atlOD ot lotal u.lta ot co•e....att 

III. lbat 11 the .blput ot t'lle .. tu11 procna 011 atatt _. 

looal tluuet To 1fhat U&PM haft tu Mall"-- lllpl'O'ft4 117 

cne,.._t ep•UII&f To what a.,... haft thq .._ uplet.a 117 

te4erll tu npudnt lhat .,.. the proepoota ot the tupqer ) 

1ubjeet to the 18patt ot both ttaeral aaa 1tate 171t ... t 

The &boYe woul.a oo11atltutt the •J•• th ... ot the llln•tl&atln. 

Hown~r, lt lhoul.4 be npport.a 117 •oh lluqroa4 Mterlal 

lnoluilq1 

• 
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IY. fte ,,....an tl•tan at ,,....t tau, oqnutu., 

a.bta, 1114 cow ... tal buaton (alb) at all loftla ot pn ... t. 

What 11 tho ino14oDII 1114 laput ot tho nor-all tu 171bat 

v. QDantltatlYI aatt.atoa ot fUturo POY~DDoa, azpODilturoa 

azul of etfootl ot •hucb& tho tleoal •11t•. 

n. Prolpoot1YI ut1oul bOOM u4 ita lffoot Oil PlftUe 

poulbllltha &114 tiaaal poliOJJ tile P01at1• ot tlMal pel.lq 

to Wlat10D. 

ni. .Pouiblllt101 of P011oda& poat-wv tleoal , ....... "' 

.. ana of a •oapltal ba4cat• &114 a partiallJ aolf-litaliatt.& 

publio work• progra.. 

• 

VIII. i aurTOJ of the literature OD fl4aral-atata-looal fiaoal 

relation• &D4 ot the praotloaa 1a other fl4eral 171t.... ID~ro­

iuator, .. terial port~lllg the 4tY1lo,..at of praaODt probl ... 

1D lnteraowl"'lllntal fhoal relatlou. Sou raferODOI ahoula be 

u4e to the roota of thoaa probl ... 11t0Dilq 1ato oo~• 

hlator,, OOODoalo COOIP&pbf, an4 ooutltutlODal ~ator,. 

ConolullODI CoordiutlOD of atata u4 foieral tu11 11 a 

aubjeot to whloh croat qa&Dtitlaa of wrltinc ani apaakln& haY~ 

been dnot.a. i YerJ ooui4erallla uoat of t\maa an4 effort 

haw boon innatoi in thh oauaa. Tot a1Dgularl7 little real 

progreu hu HOD ..ao. 1lhJt 

.. 

) 
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.m.alft&ITWMW•WW 

1. Su1tabU1b' of tau (JVtlnlarlT f,_ tM acl• et 
Mdnbtratioa,) (Prof. V..tla) 

a. Dlnr1lt7 of Rlftlllle 1... <-r. IAJL llrJ) 

s. hltlple Tuatloa (la11-'bc tu S.,.rtatl& of ftl•·> 
(! &oM tu lawr•r.) 

'· I 'tJ' fi'GIIlateranv-t&l tuatl& (laata tal1t1•,) <A cooa w 1..,. •• > 

6. Iater1tate ...,.uuoa tor tu bueof alpatl& ot 1111.-bT 
t o e1oape tua\101a, (TNUVJ Swt) 

8, Iapaot of tho fo(val 4otiDM PNIJ'& wpoa otate _. leul 
10111'011 of J'l'fODUio (fNUVJ 1\itt - 11r. L..-.~> 

7. roael'll orodltl ana to4erol-ooll .. t1on-atato-lharllc or 
J'lftDIIIo (fi'O&IUPJ' Stat!) -

a. Propollll to atnnctllen tho fe4erol tu lflt& !Ha the 
l'l'feDI 1tuapo1Dt. (fNUUPJ' Stat! • Carl Shoup) 

8, htliJ'e fbaallal llaluoe IUet of tiM 101111 IMurl\f 
prop&J Proapeetl-.. tND4a 1D upen41tUNI. Pa.Jrol1 tuea. 
lSoOlal S..Vlt, Boar~~ ) 

10. Qaaat1tat1w eat1Mte1 of t.tve N?ID1111, ena41tlll'la 
ui effeota of obaaa1Dc tiM fboal 171t•• (hoot. Slln}) 

• 

11. Proapeathe national l.nooae 1114 lta lffeota on I'I?IDUO 
poaalb1l1t 1ea ana tlaoal po11•71 the ro1atlon of flaoal pollo7 
to 1Dtlat1oa. (Prof. Shoap) 

la. Poaa1b111t1ea of re11e?1nc poat-war flaoal preaaure b,r aoan~ 
of • •oapltal bu4ret• ana • part1al17 ••lf-11ta14at1n( publle 
110PU PPOIJ'IL (latlonal RIIOW'OU loari) 

18. A aunq of tho proaat 1tatu of tha caerol propert, tu • 

. . 
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1. ntea 

a. elaltloltJ 

GMrpllltaM11 
(WlMll tu 
C '•lloa) 
Poae1»7 8. 4el1Jiqugolea {TU ullDtuiDIJ 

Tu llaltatloa 
4. aJIIPt.a of Nwlt B"Matea4 e:reaptloa 

II'. IUYirten. 
Help f,. tM 
Ceuuhi'MII 

14,. .l a11J"ft7 of the , ... n1 atatu of the atate nlu tua 

a. Ufeotl.,.eu of the ue tu. 

8. lll014noe m4 effHh ol the tu. (Kr. lacoll)') 

ID&dequaolea 1a atate ..a looal aupport for e4uoat1oa. 
(Prot. a .. r ) 

ID&dequaolee 1D atate &D4 looal auppoPt fop .. ltare tal 
health. (Sooial SHuritJ Boal'4) 

• .... 

17. Poaaibilitlea fop eOODOIJ 1a the PIOpt&Dlaatloa of foYera..otal 
MOh1DeJ'7 OP the Z'eallooatloa Of &OYIPIIlHIItal flmot ODio 

18. Fecleral atate aU proc...... (Prof. I MP) 

1~. hbnl-atate-tboal nlatlou 1D other tebnl IJIUu. 
(Proof. I WT'MZ') 

ao. Rooh of pPiaat 41ft1oul tl•• 1D f .. enl-atate-t1H&l 
Pllatlou ( .. oa.te hlatoq. eooaoalo ceo&nDUt &D4 
ooutltutloul hlatoq). P.latoq of t he CooPaliatlou 
PPobl•• (TPIUUZ'J Staff) 

21. B1bl1ocnpbJ. (Pr-ot. Jnoour) 

22. Statue of publlo aebt at nr1oua conPDMntal lnelaa 
proapeota fop the lara•• UD1 ta ""lD& the la&lhr 1D the 
latter•• publio boPPoWln&. (Proof. Lel&DI) 

Regraded Unclassified
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za. 1 D• 'l!~:- of 1No1Mo1 tuaUa for till UDlW ltatn. 
(Prof. • Pooolhlf Prot. Stallaatl) 

u. Fllool oopultr of Statio. (freuiii'J Staff • Soolal 
StoW'ltr Doart) 

25. fbt O't'tr-all tu plotvo 1a atatlotloal IJ14 c..,Uo ~. 
(Treaaurr Staff) 

Prot . ,_. • C !!!1 .. of flloal •"•ll•tl• ~U.. 
la~o, Autnlla, ... tU Ulaltel ltatoo. 

1H4er1ot 1111'4 • !be f1Mol pl!,pt of tho oltloo. • 

John lluwell - Fllool oool'41ut10D la Couk _. tlle u.lW 
Statoo. 

- .. 
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TREASURY DEPARTMENT 

INTER OI"''''CE COMMUNICATION 

79 

DAn lloTealber 2f>, l~l 

TO Secretary Morgenthau 

'"o" George Buffington 

In l ine with our dieoueeion laet week, I 

thought yo~ might be i nterested 1n the attached oomment 

w1th reepeo t to taxee which appeared 1n 7eeterda7'e 

Ch1oago Herald Aaer1oan .~ 

.. 
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CHICAGO HERALD AMERICAN 
Noveober 24, 1941 80 
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November 25 , 1941 

Governor Edison or Ilew Jersey came in to see me 

today about this case and I have asked ~r . Sullivan 

to rive me a repor t. 

/(~ 

7 
- -
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~emorandum to the President: 

In your memorandum of NoTember 14 you aaked me, on be­
half of hie father, to make an occat ional check on Claiborne 
Pell. 

After a talk with Commander Reed-hill, who la in charge 
of Public Relatione at the Coaet r.uard, Claiborne went to Boaton 
and enliated on August 18 aa a aeaman, eeeond elaaa , in the 
Coaat Guard ReaerTe and waa aaai&ned to acti Te duty on the 
DUAlfh , one of the 327 footere. The report. on hla are good. 
He dld hla duty u a aeaman without coaaplalnt and eftlelentq. 

On Oct ober 16 he wu detached from the OOJ.Nt. an.d wu 
later trenaferred to the ARGO, one of t he 165 foot , twin 
eerew, Dlo .. l boah, llhlch la now &l the yard at Curtis Bay. 
On October 29 he paeaad oredl te.bly exarnln11tlon !or promotlon 
to Enelgn in the Reserve and hae been reoo~endeo tor appoint­
ment. On the execution of hle coM~laslon lt ~s the intention 
to aaelgn him to one of the lar6er cut tara, probably the 
ll :>'J!t.IJ.nAL, "Abieh h being readhd tor weather patrol duty. 
Later it ia expected he will be tr.nat er red to duty in the 
Coast r.uard Public Relatione Of f ice. 

Coaet Guard headquarter• bee a~reed t o GiTe ~ ooeeelonal 
reporta on him, 

Secretary of t he Tr eaeury. 

Jly Mess •l!tlf /4' 2S' ,a....-. 

(JC, . "17),_ ~ 
71 711 (-,,#U 
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hnle Poll wa~~te ue to ll:eep 

e n •1• on Olelborue. Will 1011 . 

-"• en ooo .. to-.1. oheolt? 

l'. D. R. 

' 

.. 

• 
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November 22, 1941. 

MJ:.:MORANDUll 

TO: Secretary Morgenthau ./~ 
FROM: Mr. Gaston IJJIY,v ~ c:---

With reference to the attached memorandum from 
the President , I am attaching a memorandum f rom 
Captain Chalker and a brief letter f rom Claiborne 
Pell to Commander Reed-Hill, who is in charge of 
public relations in the Coast Guard. 

Claiborne Pell called on Commander Reed-Hill 
in August stating hie desire to get into the Coast 
Guard and his preference for work in public relations. 
He said he had tried to get into the Navy but had 
been rejected because of a defect in one eye . He told 
Commander Reed-Hill that he had graduated from Prince­
ton with honors in history and had done some writing. 
He impressed Reed-Hill so much that the Commander went 
to the Admiral with a request that young Pell might 
be commissioned for public relations work. Waesche 
vetoed this, but said that i f the young man wanted to 
show his good faith by enlisting in the Coast Guard 
Reserve they might later, after he had had several 
months experience, consider the question of detailing 
him to public relations. Chalker's memorandum tells 
the rest of it. The eye defect was not sufficient , 
in the judgment of the Coast Guard medical officers, 
to prevent his service. Reed-Hill says the reports 
to him are that Claiborne has done his duties aboard 
ship without swagger or complaint and that his command­
ing officer thought well enough of him to make him an 
acting boatswain. He has had yachting experience. 

Coast Guard will make occasional reports about 
him. 

Reed-Hill ' s only criticism of the young man is 
that he "talks like a Limey", probably due to his gain-
ing part of hi s education in England. 

Regraded Unclassified



.u• a n a TO •o. 

UNITED STATES COAST GUARD 

WASHINGTON 

HEADQUARTERS 
lloveaber 19, 1941 . 

:.n.::!ORAJIJ)!J!! FOR ASSISTANT S<X:RE'l'ARY OAS!QN a 

C~rne Pell was enlisted in the Coast Guard Reserve 
at t.ho Boston Jll.strict Office, August 18, l 94l as Se..,an, second 
class, and assigned to the WAN!!. 

On October l.6 he • as detached !TOR the OOAI!E and ordered 
to t.he Off i ce ot the Coam>ander, Boston Jll.atrict, pendifl!l further 
transfer to the ARGO, -.here be is no• stationed, the ARGO being 
at the Coast Guard Yard, Curtis Boy, lo!aryland, 1111derto1nf repair s . 

On October 29 he passed a creditable 8XBII'J.nat1on for 
pi'Cli!IOtion to cOillt'liesioned rank and is r eccnnended tor appointment 
as an llno1f'Tl in the Coast Guard Reeorve, which commisaion i s """ 
penning . 

Contingent upon his receiving a commiasion, it 1s 

( 

intended to assi(ll him for a short period to duty as wardro<E> 
officer on one of the larger units to gain further experience and 
l@'omation about the Service . Later i t 1a proposed to attach Pell 
to the Public nelations Office, llashington, D. C. 

A letter tra. Pall to Ccmnander Ellis Reed-Hill is 
attached . 

88 

~~~'-"--
Captain, U. S . Coast Guard, 
Acting Assistant Cor.amandant . 

Regraded Unclassified
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MlllUU TO ... 

UNITED STATES COAST GUARD 

WASHINGTON 

HEADQUARTERS 
llovember 19, 1941. 

!.Q:::!.!O!UNlJUII t'OR ASSISTANT SEX:RBTARY OA§TON1 

c J..aliporne Poll was enlisted 1.n the Coast Ouard Reserve 
at t.ha Boston DJ..strict Office , Augus t 18, 1941 as Se•an, second 
class, and aasi&Jled to the WA!IB. 

On October 1.6 be was detachoocl !roa the W AllE and ordered 
to the Ortice of the Cooooender, Boston District, ~Ddiog fUrther 
transfer to the ARGO, 11here he is new stationed, the AROO bei~ 
at the Coast Guard Yard, Curtis Bq, llaeyland, undergoing repairs . 

~ 
On October 29 be passed a cradi table ex-.ination for 

pr<li!IOtion to COI:I.IIIl.aaioned rank and h rec<llllnanded for appointment 
as an Ensign in the Coast Guard Reserve, which colllldaaion i s now 
panding . 

Contingent upon his r eceiving a cCXIlOlisaion, it is 

( 

intended to assign him !or a short period to duty as ;wardro<Zl 
officer on one or the larger unit s to gain turtber experlence and 
1iil'orma t1on about the Service . Later i t 1a proposed to attach Pell 
to the Public Relations Office, Washington, D. C. 

1 letter f r<Zl Pall to Cc.aandar Ellis Reed-Hill is 
attachoocl. 

88 

~~~ 
Captain, U. S. Coast Guard, 
Acting Assistant cOI:IIII&Ildant. 

• 
Regraded Unclassified
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Roveaber 25, 1941. 

Wemorandum t o the Prea taent: 

On Novo,ber 18 you aent me a me~orandua aaking ., 
opinion ot t ho sugeutlon t hat Arthur Dq ot Clnelan.J 'be 
conaidered for afpoin!Dont for a Repuhllcan n canc7 011 the 
Cuatou Collrt. 

I have had t he Intelll&ence Unit ~~e a dleereet check• 
up In which thoae intenleaed included Jud::ea 'll'llldn and Freta 
ot the United States Dlatrlct Court, District !ltorntt l avanacb, 
Collector of Internal Revenue Centach, the Exeoul ive Seoretar,r 
of t bll')!tlnoland Rer baoolatlon, and a !n othel'l. Varlcnaa 
recorda wera alao soarched . 

I quote froft the Acent'a r eport: 

"The COD8en&UI ot opinlon l ,nng tho forc­
go ln~ jud£ea and lew,rere, allowln; !or oxtro~•• ot 
oplnton in both uirectlona , wa1 that ~r . Da, ia a 
ean or very great vltallt7, graeloua, klndl7 and 
llbble pel'lon.Uity, a ereat Joiner and t;lad bander; 
that 11 a lawyer hie ablllty Ia very 7ed\ocre and 
that •• a practlclnc lawyer he ••• dlatinctl7 un­
auoeeaaful; that be la e political oprortunlat and 
hlt prlnelr.l e!f~rt and l nteroat la di r ected t oward 
aeourln' b a reraonal pro!er~enl politlcal l7; tb&t 
while ll mtl!!lber of t he Bench of U•e VWilclpal Court 
ot CleYelend he directed t he ao•l ot hia enor£lea 
toward atcllriQg hi• election to t he Co~on ?leaa 
Benob; t bat while on the Co~n Plea• Bench he cam­
paigned oonatentl7 !or bla eleotlon to t he Supreme 
Court ~r Oblo; t hat bla llfefulneaa t o ~he Supreae 
Court waa ereatl{ l~palre4 bt hla e!forta to obtai n 
eleetlon aa a Un ted States Senator ; that h• uaed 
bla jud icial offi ce to cllrr¥ favor wlth political 
cr ollpa , Jarticularly with or ganl aed labor and in hl a 
poll tlc caar.igna ude o~n blda for tha eupport 
ot organised abor b7 polntinf out rer.atedlt that 
he had conaiatentlt held in h 1 judie al deteralna• 
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tiona i n !&To~ ot o~eaaiae4 labor.• 

The ~•ro~t adda that in c'onneot1on wi th l.lr , Da1'a nrloua 
oandldacl ea to~ Judici al otfl oe • the meDbera ot the CleYelan4 
Bar Aaeoelat l on haTe ~epeeted l7 ~efuaed t o ~eaa.mend h1a to 
the publ ic on the c roucda that whlle he baa h ad autflclent 
n perlanco ln t ho trld of l anul te, the JudSJieDt ot the Bv 
11 reflect ed in t he an a•era to t he quoetloDD&lre la that he 
lacka the tesr•r~enl and ca~clt7 to aake AD acceptabl e 
judge.• 

The !oree~lng lnd1catea t o .. that Judge D&J would aot 
be a dea l rahl~ candidate for t he Cuat~,. Court . 

(IS.ol ) 1, ..... u.u. l•o 

Seoret arr or t he Treaeur7. 

a, :Uau - / t7 ,·,z_5'~ 
"' ' 111• ·~ 

Regraded Unclassified



TREASURY DEPARTMENT 93 

WASHINGTON --CMIIF. IWTG.U•DCI u•" •• b I 24, 194oJ., 
tuiiiAU 0' IIIITI ....... IICYDtVI 

00!' opcm 

!01 Kr. ca.at... 

'*lla a-, WooU. 

Ia -~with 70V NqMet, ~ ~· 
ban Me M4e coo.....W. llr • .lrUioar H, 0., of Claftlaad, 
Ohio, UMl tbare 1a at.t.acbeci a report. ot Spaoial Ac-t. 
~ 8. Moe-, dated IIOY-.ber 21, 1941, oonrill& tbe ..... 

• 
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TREA8URY DVARnlllll •. -- . -
... __ ... 1 ... 
a-s..,.._ 
.. 'rai,lPG 

. 
2111a ...,.n ril&t ....... ---.u. t1 "" • ...-... •• 11 

\1• 11114 lot•UI' '- ·tM~W ._ ... ol ....,_. L ·a.,, !'-~ 
pUcm wu a&U ..... ille Ml.,..wr ~- fl tile .S.t, WUf J 1 
'OIIIit, ... witll ~ ~·e1·--· ., .,..1 ~ ,. ............ 
....... 0. S.I'DIIao • 

-
~-. •·• .. s. .. .s-. • ..... ,...-. t1 au_. 

erlllr p•ls.a"-o, Aa1INr an. lilt" wu -. • ._...~ ~ IIJe, M 
...._, ""- o....,, au, 1111e - t1 Jr. • -. ..... L -. • 
• noeb-.. 111M ...... fll ...... 1 .. el-""" ,_- ....... ; tJJU 
lJaiYIJ'IUIJ' Sa l,U ... taw ....... of ......aar ef S.. r.. lM c:J.en.i 
l&llt ~ lelllol ., ~- Ooll. Sa 1916. .. - .altted 
to till ..... et OIIS.o Sa 1916. Be wu arJ'W M Cll.&ft I' II .. iM'UI 
""" u ........ IWi Sa 193.3 ... Ill .. b ... ..tlJ' ...-rie4 .... hftnh .. 
B1zbr • ae4 sa 15141. 

Be 11ato .-borolltp Sa till tollonJII orpalaa\1-• 

.a.rtoaa, 0111o ltllto ud Covahoc~ 1111111'1' lllr ~·-'-"­
Slpt. Alplll -·11• ... Delta ftotoa 1'111 ~MI'IIltlM 

• 1-
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··-· ,. ~. l:ldclat• ot 17'111U ....... lllb, ac~-. 
...,.rl..., J.ecl.oa. TeMI"&&UU ot hnlp ..... Dt••"1M J.rl-
Vet..,.... ot the Wod4 .... , C•n•~• IAcl-. Po"'r 1114 8&1t'o 
Azrq 1114 • ..,. 1111-. lllllVor7 r ot ~ .. ,_, ,_ et 
tho Aaerl..., -..1""-o, a- ot 'O'IdOil,TeMnu, !be 11na1e 
01ub, The Cleftl..a ~· ' 

H• a-...tM Plret orn .. ro• !ralalac Cllloop ., ron ._,.. ... 
HarrioOil 1D 1917 """' aornt U..reo.t\er u • oapMla ot I..JitUI\17 1a 
tho _ d...., Bxpe41111-.y ror ... 11ot hu 11e1• tM tol1aftllc ,..u. 
ottioooo 

1919 - 1920 
1921- 1912. 
192S - 1926 
19)2 
19),) - 19.)4 

193S - 1940 

ualnaat a-.r ot '-• Ol• ot Clenlud 

._...r ot u.. at&w a-w ot Oblo 
.Jade• ot tho -•lpal CcNn ot Cleftlllld 
.Jadce ot \be o-oa a... Oovt ot OoQi boc• 

ClDatJ' 
oWe• ot tile eup._ Oovt ot Oblo 

,..., not ooo~ pllb11o ottloo bo baa p.....tl- law in tho 011;7 

ot C1ne1&D4 ot 4ltrw.t -· aDler the -• ot ~~ Col'rlcu • ~­
!loT, Day • H&uoohulo &a! .Lrlbv R. &a! PrM I , Jloo'• 

Ill &44ltl01l to tho toroptoc pw.lio ottto .. bo ._. on -••••till 
o0Dd1d&to t or Proa-\or ot ~· -. 1a 1928, t or 11>o bp\lbllou 
Zl01l1oatl01l tor lbUtM !It&t .. s-tor in 19)8 _.tor tho ll.opubll...,­
latiOil tor..,_. ot \be 011;)- ot Cl .... lADI ln 19'41• 

-n.l ..,..., ... 

Tbo toll..UC ,...._ -ro U.m.... ln tile ooaroo ot thlo s... 
TOOtic•t l = &nd q••tl~ -•ndllc tho -.....nor &nd rtpvtatlOil ot 
.Lrtllur R. ~~ 

Roben • · WUk1a. ~· ot the a.uw swwo Dtotrlot """'' 
••nob 11. ProM, Jude• ot ~- lbUtM Stawo Dtotriot c:-1: 

&nd tto ... r lbUtM St&wo Dtatrlot .l.ttcmM)'e 
l'nzlolo 1, ra.-p, UllitM llt&wo lllotrlot .l.tilornq. '""* r. 0-··· Colleotor ot Iatenal ........ 
Cor1 D, Proo'bolln, lletoree ln llulkrupt07 &nd lpeolal llt.awr 

tor tho UllitM llt&wo Dtotrlot Cevt • 
.&.. v, Abo....t~~T. ~- ........ .,.. Olwolllld ... uaoolatlOil. 

- 2 -
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_...._, !1M ~. ~ ot I'JUIU• ....... llb, ~-. 
AMI'i- z..cs.o .. v.-- ot ._.. • .,.., DUUled •n­
vn ....... ot tile World 11uo, "~ z..cu.. rwtr ... .....-. 
u.q oat la'f)' ~ llll1Ua7 r ot tile .. ,.._, ._ of 
tho .a..rs.- llaftllltia, ._ of 1lll1oa 'f-rau, Die 1Jna1a 
0111'b, TH Cleftl.q4 Gnp • . 

95 

B• atteftlled run orn.era• !ra1a1a& a., at ron ._,._,, 
RarritCD 1a 1917 oal Mrn4 tMNPI'Mr •• o ..,..s.e of l.eil'-17 Sa 
the .&MriOOA !Cipa41ts.-.,. Poroo. .. llu lloU _.. fellarie& ,...u. 
ottl.oNo 

1919- 1920 
1921 - 1922 .. 
192S- 1926 
1932 
1933 - 1934 

1935 - 1!'40 

~ lllii'Mter of 1.-, 01'r at al...tud 

....,. ot • note ...,te o~ Ob1o 
.JIIIIp of tile IIIPilol.pol Clov\..-f OlftaliiPil 
.JIIIIp ot - a-... Pl.. o..rt ot a-y ..... 
~ 

.hqo of the .,.,_ a..rt f/1 Ch1o 

-.. ... DOt ooollf7Uc pwbllo flltloo bo hoa proni- law in tba 01t)r 
ot 01na1aacl at 41ttanall tiMe 1PI4or tM -• ot llt.71 Corrl&-a 6 ~ -
~. ~ • -obula oal .lrltlar 1'1. oal Pred a. ~· 

Ill additl.., to tb• forecoS..C pabl1o ottlooo bo wu aa -••••fill 
o0Dd14ota tor Proa-tor of Cuplulca CooaV Sa 19211, tor - bfiii>U­
....S..Uoe tor 1JD1ted ftotoo s-tor in 19.38 _.tor tbo Rap*'•-­
l..aaU. tor Mop!' f/1 - Qlt)r fll Clwolud Ia 1941• 

O..ral ..,..,._ 

Tbo toll..tec ,...._ -ra 1etlerri .... Sa tile •-ao ot tblo lao 
not1cat1.., oal ,.ns.-.s _....,. the tllaruWr oal ...,-u ... ot 
~ .... 1'1. 1119'• 

Ro'bon •· 1IUk1a. .wp ot tile llldW notoo DUtriot c-t • 
.. rioll a. Praed, IIIII&• ot the UBlW etowo DUtriot a-t 

oat 111-r vas.w 811a11Do Diatriot AttorMJ• 
'""'•11 lo 11--•p, llldted ftoteo Dlnl'lot .f.t1IDI'MJ'• 
,,... r. Ooatoell, Oollooter ot Iaknal ........ 
Carl D, Proobolla, 11etoroo in loalorvpto,r oal lpeolal -

tor tM UBlted ftawo lllows.ot Coart. 
I.. v •• , ... ..., .... lito ••••• ...,.. Cll-lallll .... Ao-S&"--

- 2-

• 
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Jo .. phL. ...,.,......,...,. 
~Noell• D.Ya ........... .., ... ,_ .. PredfeM, ~ 01-

1 ............ , ..... 

llr•• a.na1 .. PUle, aou .. n. flit o-n-, h atoe- ,_ 11111o -• 
will Dot r..., a1d.l D.o-or 1, IJ41o 

4 
!lie ODDII ... fd opiaiaa ...,. tile f••obc ~ Mil J.aJen, 

&l.lawiloc tor ... u-• of ..W• Ia ~ dUort'-, ao ... , .... J11rir 
11 a - ot ..,.., ,.,_, rl'fllt,, put,.., klai17 _. Ubhlo •­
&l.ltJ, a &roD' Jobor _. 'elM...._ .. , ... , ao at..., Ilia aldUt, 
lo ••17 ..uoo ... ad t:ha' ao a pnftloS. ~· 11o ._. ~ -
........ till, ... , .. lo It poli'b&l. .... 7 

•• , ... lllo ,......s,al 
etten lUll! lilt""' il ~ -..& o-s.c 111o PM 1 , ,...,._ 

MDt polltlealqt ... , *11o a ...... fd t:ha .... flit .. a.!olp&l. 
Court ot OlOYelad llo 41NoWd 11M -' flit hlo -1'&1• '-r4 .. _.._ 
lllo eleotlca 1lo ... a- P1oao lleMht t:ha' Wldlo • tile a- Pl ... 
S.aoh he _,..1po4 _ _.q tor lllo oloftloa to 11M ••- ao.t 
ot Obiot "-' hlo -~•• to 11M hp~ a-t ._. &ro&UJ ~ 
by lllo ettorto w o""Wo olofti• u a UIIJ,'ed IWwo •-'-• _, ho 
.. ..t hlo judloial ottioe "' ......., faror wi~ politie&l. cro••· parti.­
olllarq with orpllliaed la'bor llllll 1A hie polltie&l. oupaipo •41 ..,.. 
b14o tor the •IIPP-" flit orp.Dioed la'bor "T po1A111A& owt ropo&Wd.q tla' llo 

--......, ~~ OODJ1n.Rl7 bel4 1A hlo jw!ioi&l. 41WIIIla,1ou la !Wor of orpaiaed 

"'bor.' 
S...eral of 'be ._ iA~ ..,.. fd ... opialca ... , .... llloJ' hao 

ocaoihrable ai>UltJ .- ... , it llo -.14 &fP:i!r haoolt w hlo JA 
wi~ --.&17 .,,,...'II &lloolt ... aots.-...-,....... ,....._ 
be ~d be ahlo w "'"' 1& a "IF ....St&'lllo portloa .. fd hlo ,..._ 
Ohn fd *• , .... ,. laal>w a Ia ot *'I r uoed ... 1M+ laet: of 0011114-

la llll laal>ecrttJ or Ill• a'lalUv· n aa 11M ~ -·· • 11o11wt 
tha' it tile poolU• twr ftioh .... J11rir 1e ...._ -ld•red lo - of 
pi'CIIOtlOil or o&l.o=n+'p 1& 1illioh po.....&J.l" wwld llo 11M-" Slap _, 

foetor Mr. llloJ' *""ld 1lo well fl""" for illao pool''- "'* *' it •• 
poe1t1ca trw Whloh be lo ...._ oouidorwt lo - ,...Urin& l+pl alriU" 
lUll! &DJ &ro&'-- fd ln'*ll""*-1 t.Jmcrl'J .. --u Dot 1lo qalttled 
th•r•tor. 

-l-
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Ill .... ~ ...... 
Cl .... ~. C*Je, 

Tlw ...n- •recU.• nportS.C ac-t.• la Cl ... alud NpOrt a 
aatut..crt017 orecU.t ntS.C• Tb&n an DO CNhtudiJII jwl...,ta ud 
1>0 la-.md.ta with taw ....,Uoa ot tM d1Yor" &crtloa la 1933• r.a­
t&x ratlru were tiled tor - Je&n 1939 ud 19«), D1ariJ11 tila o-r 
yeara 1n the praoacUJI& toa ,....... he baa held pul>lto ottloe &ad hto 
aal&IJ t~wrat.- wu e-ar'• ' ••tloa ot tile r.-. tor 19«)JII 
the ottloe ot tile Iate..al ~- Jc..t 1n Clharaa eh.,.. DO ...... 
reo ud..S. 

n.a Cl .... l&od rou .. ~....stile Cl&Yal&od 0rtae c-••etoa 
ban no r-rd ot llro ~ .. r -.14 ""'T .--1'4 k t- at IWI witll 
err ot the acoaol•• .......u.. lato-tl- -·ftl1ac ......... nlY• &&tlwttl ... 
llo loto,.tloll ooal4 k o~ 1.- tlw Cl&Y&lud att1oe ot the Ill" 
ec-l.ttae withla the brlet tiM allond tor thh S..e&ti&atloa. 

Up011 the ia&tl'llcrtinlo ot tbe Speolal Jceat 1n Oharp thl& nport 
u baill& to.....u'ded bJ as.r-.11 dlnotl7 to the ottSu ot tM Obiet, 
Intall11oaoe UIUt, !Nr- at IDta..al a...-, wu• a OOV1 to tile ottlM 
ot the Speoul .&c- la Cloarp, llirtrolt, lll.obiplh 

....... 1111: • 
llp&o!&l A&-. 

oo to llirtrolt 

-·-
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ASSISTAKT SECRETARY OF THE TREASURY 

November 24, 1941. 

TO: Secretary ~orgenthau 
FRO!.!: Mr· Gaston 

SUBJ~CT: President's memorandum of 
November 18 and Chairman Flynn's 
memorandum of November 14, re 
Republican vacancy in Customs 
Court. 

There is attached a brief report 
from a Special Arent of t he Intelligence 
Unit. The substance is: Former Jus tice 
Arthur H. Day is a man of genial and 
attractive personality, who has been 
active in Republican politics in Ohio 
and whose political offices have in­
cluded membership in the State Senate and 
Judgeships successi vely in the Municipal 
Court of Cleveland, the Common Pleas 
Court of Cuyahoga County , Cleveland , and 
the Supreme Court of the State of Ohio . 
He is , however, regarded as a mediocre 
lawyer and the Cleveland Bar Association 
has repeatedly refused to recommend him 
for judicial positions on the gr ound that 
he "lacks the temperament and capacity 
to make a successful judge. " 

This report indicates that he would 
~make a satisfactory Judge of the 
Customs Court. 

' 
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Copy to Mr. Gaston 11/18/41. 
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T HE WHITE HOUSE 

WAS H INGTON 

1.01 

November 18 , 1941 . 

;.:i:!ORJJIDU:l FOR 

/ TLE SFCRfTJ.R'! Or Tr.l. TREASURY 
T::E ATTORNEY CllJERAL 

V.1ll't do you think? 

F . D. R. 

• 

' 
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TREASURY DEPARTMENT 103 
INTI:R OFFICI: COMMU NICATION 

DATa November 26, 1941 

•o Secretary Morgenthau 

•fto" George Burrington 

Complyi ng with your telephone request 
Thursday evening, I saw Mr. Herbert Hanan on Friday, 
last week. 

Undoubtedly you ere familiar With hie back­
ground, some or which I believe hae bearing on the 
matter you discussed vith oe. I will be glad to t ell 
you or my talk with Mr. Hanan in detail at your con­
venience. 

Yesterday I saw Mr. Kanan again at his request . 
In the latter conversation be atated that ror reasons 
pertaining to his personal affaire, he could not absent 
himeelr rrom Chicago ror an extended period or time. 
He aeked that I tell you he was oorry and hoped that 
he might have an opport unity in the future to talk 
with you. 

~· 
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TREASURY DEPARTMENT 
1.05 

IHTmt Of'l'!Ca COMMUNICATION 

DAft ..,.,_ber 2S, 1941 

ro Secret.&~ lloraenthau 

Att.aohed ia llr, llack' • weokl,y report ot Lonci-Lo&oo 

purehaau, together wl. tb a etat.oont of allocat1orw ll&do t:r<a 

tbo i.neoption of tbo progn. to No-ber 22, 1941. 

Regraded Unclassified
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TREASURY DEPARTMENT 
PROCUREM£HT DIVISION 

WASHINGTON 

106 

November 25, 1941 

. .E. O.Jull\J. TO Tnl! SECRETARY: 

Instr :ctions nave been received from the Lend Lease 

~d-inistration which will revoke the previous procedure 

follo,·;eC1 in the allocation of funds f or specific r equisi­

Lions and set up e. workinj; fund r1ai?h will eliminate the 

r.cla, 1eretofore experienced in connection 11i t h t he 

r.lloontion of f unns . The ite:a s.no1•m on the attached 

re,ori "A·:111.i tin Allocations of iuncis, .,;llu, 4.14, o5v . ?5" r1ill 

n tc aticall• oe elicinateC. n.en tM nen proceciure is in 

full el'fect, prooaol j bj the end of t .is 71eek. 

'~;f_ . ~tv.t/( 
ton E. ack 
or of Prooureu1ent 

i\ttaolunent 
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Vleekly ReCOrt - Lease- Lend Purchases 
Wl?/ 41 - 11/22/41} 

REQ,mSITIONS ON !WID {as of begi nning of week) 
REQUISITIONS RECEIVI!D DURING \'lEEK 

TorAL 

USS: 
REQUISITIOiS .lWliTING CWR.lNCE BY O. P • .ll • 

. J.IUITING .lLLOC.lTIONS OF FUNDS 
REQUISITIONS AWAITING ALLOCATlaiS OF 

llTERUL BY O. P.L 

TOW. 

TOUL BEQ.UISITIOi;s ON HAND .lVlil..ll!LE ~·OR PURCElSE 

PURCID.SES DURING VlEEK 

!W.ANCE OF REQJJISITIOUS ON !WID .lW.UTDiG FllW. 
PURC!IASE .lCTI ON 

$ 30~. ~5, 744 .02 
2, 699, 621.00 

* 1,,510,976.48 
110, 41" 650. 75 

3,838, 000.00 

~ ']~ '!,.-. 

~ . '~~· 

$ 305,545, 365.02 

.. 
" . 
~· 

$ 128,768,627.23 
, ... t:lr' 

~· .. ' ' 
~;.' 

$ 176,781,737.79 

$ 5, 24i. 518.35 
; . 

4 $ 171,539,2li." • .. 
• 

I • • 

§ . 
' 

~'. r . 
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Jf'\H4W! ll:in'"doM • 
ll.4 "'rtt~•;ocrt, cu::dtr ~ Othtr, .\ircra.."t. 
U} l' d,,r~, Air¢1'-.N. 
'41. a;c • .A,utl), Pul.lt • ~oeuorie"a 
51.0 "C'h;J\ ·r7 \ltuipa~ent 
JZ! l·t.~ r 4:'1o. Prootluct.o 
6.)1 AChiM Tf\!Ot-
£::.!:.1 Ar;ric. ~l•mt. 
6):) ll.)-;~ £11,lt,, ~t.p., Ka~riab '" SuwJ.iet 
~~ J. o, !quirt., ··•t..riUa and 31l-ptJ].ios 
~~, .i..rl'! t..,:ht.\11: f~,_.,t 
•36 ~n.~"' l'<t•ljwltnt 
39 'O('!l., ,,.J.:o.nt. \ S..[lplJA.s 

f .. ~ lroft • J\.Wl 
~ opp-..r arot ~· 
lt.) .U~ """ . .,.. 
4 .J .. J' \.al.t .UL..]I 
f.',? " :Ct.U.Uc .'it n.ll 
~ ,.,.plu .... 

YJ '" J' ""'- '11 .. '\l.l 
l? \. ... #l•..J"' Colill. Protiuet:: 

• 71:1 rxtUe 'bt.bJJ\; 
C.:'O 'i't.,J:'r rc.~•~"t.• 
~ "J"!lbn \'cl'l ,,;rUeo 

6t,¢ .. o--n> tl. ~t·• n-.,t •t . ..,i"A1u f laasi ttec! 

1.08 

~U1J")" Otp&r~, ProC"Ol""'!!!kt Q1y4 n.oa 
nA!'l:~:'T at WS&-Lf2m !lJ.CM::&.no:;s 
.- SJ- x.-pt ton of ..._.. 

A.t of' lo~r U , lSU 

Wocat.JbM Cont.:'.cts f.xecut.M 
"n1 I q\i'I3.'d::ea 

('l'rAno . Dt.l'fl'ct.be) bUJ at!o:a ~!llt.W"'C-1 

S 6, s1s, ooo,oo 2)8, )J.6.92 ' 4,)65, 47,. 79 
190, 000. 00 18~,840,00 
699' ;166 .oo )07,92'7.66 'Zn, ?S). OB 
611, 1,?6,00 20S, 713.94 93,?)2. 5? 

3,9091867.00 496, 1J.J.,06 
60, 900.00 171)09. 40 4, 2)),84 

17. 011., 9.)4. 00 7, 439, 0l?. l6 1., 288, t.52. BJ 
10. 4171421..00 , , 71191SJ9.22 2,0S~,61$.86 
7,C87, )to.oo ~.~.06?.?2 :no,666.2t 
! , ?ti-2,U4.00 ?OO,m.~ 39"1, 741.86 
( , 466.455.00 ) , 1$6,055,29 
23.~,8,~.10 ]J, 094,193.92 52?, $85.)9 

l o:l, 9107,068. GO S',80),8Sl-o48 :8, Sl?, 509 • .22 
.u.us, )4l.oo f , 216, 1,;)'),8l s~m,o)6.)S 
1,us, L62.oo )1, 8$6,80 so,?u.6s 
?1 S2'1, WO.OO , , ,'71,11?.)8 3,,.,~.75 

1.4,006, ?96.00 u .• ~,m.oo 2,sn,ne.60 
~,Sf,E.,.SCJO,OO 6,soo.oo 
s, ?98, 000.00 1,9>S, 229. 72 2, ?S0, )'10.94 

16, 7601060.«» ?,9S4,~.oe 1, 493 , i'tl. <IS 
2, S421 400.00 9?,6?2.6) 71,.4,)tJl.P~ 

~.224.00 u ,noo.oo 
1f , S8f-, ,,?8,00 a, oeo, l.06.57 b~,m.1s 

1, 696,01.8,00 096,661.14 3•3, ?9?.~1 
1.81860, 2?1,.SO 25,02),6)2,?9 1(1)2,028, !,0 

f220,1!08,600,~0 .1~, 282,1.62·32 .6•13351fl>!l),6~ 

·-
he• 1 ot 2 

f ) 

~Mt'l 

~ unoblb·at.e4. • t 'n!!p!ftd!d. 

' J,,(¢3,~1. 71. . 
tes,~o.oo 
585, 680.74 
:>Q9,446. s3 
4Q8, \f,l, Of. 
21, 56!1. 24 

u ,m ,t.?0 • .)9 
?,80?, l~s .oe 
3,064, 7)4.00 
l , n?R, l39.09 
l,l$6,~'·" 

l),~:u, 7'19.)1 
91, )1.8, )60. ?0 
u ,u.o, .t.?O. l6 

e2, S91 •. 4$ 
6,. , 10?..13 

1J,qo'11,12).60 
6, soo.oo 

'. 1Ms,~cn.«. 
9, l.48, 169.06 

W., C)6( .Sl 
18,000.00 

8, ?18,504.3~ 1,)80,,,,.,,, 
:!6,?55.661, 19 

• ),, 9ll 1 1 '78. 29 • 2,149, ,~,.21 
, , 160,00 r., l60,00 . 11), 665. 26 1·21,61.2.92 • ;'U, O,.c1, 4? S17,743,1!l 

J,(ll,72~o94 3, ()()9 ,1!6?. 00 
)9, ))6,76 56,646.16 

S,28?, 46J,6l. 12, ?26, 481.1? 
2,615,268.92 8, )64, 808. 14 
J.. ,w,~.oo 7,676, 67:),?2 

66),0?4.01 1, )1 ( , )'12.. 14 
1,.)09,409. 71 ~,t.66,us.oo 

lD, 002, 0"n. i'9 ~.0'16,266.11 
u ,661!, '108, 20 !.4,W0, 55'1.6e 
-! , .)24,92Q.l6 , ,1191,501 .6$ 
1,062,S6).SS 110011 m .:» 
1, 441, 202. 117 I, 1 Qll 1 1.10,, 

)5, 672.£0 u , a5,5S?.r.o 
s,seo.ooo.oo •• ,., ,oc:e,Oii 
' ,W,400.~ ' , <'-\'7,6'9.06 
7 ,~ 1 per.) • 9li u,m~~.O' 
1, ?OO,J)S. t.9 1, ~,ooe .. u 

l.O.~.oo 28, 2,1;. 00 
9, 867, f17), 1;8 17,948,080.~5 
.ru,se?.~' 1,)12,,~.)? 

,.1,905 1 )13 • )1 47.~28,9!,6.10 

.~,6J.9,2£~,9? .<ntWl·2~·~2 . .;~~1.~12.m.•2 
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109 __,..._. ____ 
~-= ... . ,,,, w 
_,.__,....<~ ....... 

a .rw ......... a, 1* 
.,, .......... ·--S!IiiDi .. 

,.,.,... Clue U'ia\loa c-.-ho) ~llf!tS.O.. ........ - !!S .-u.w 
. ,.u. •t mu.. 

016 ~:KPlo.t .. rro-,.tm ,.._" • 
MitMll&DitOU ~\1-. •• ~.ooo.oo f 51,~.00 ' • ,1,~.40 • -l,la5.00 • 

~-llb ,.._,.rt, Vt;Ui\y' O.a.r, 41roftf't t?O,ooo.oo 2'10.000.00 
2hb Min • .aaato. Ja.n. • "'"'"•ort.• 95lo,ooo.oo 232·~·75 63,581:71 t96 .11.1.511 11·*~ 419 Min. 4U&rilf,..•Mr luppli•• 3. 715,000.00 a,eae.,aoo.65 855.51<4 ,,6&), 745·07 ~95 

~~ 1oa4 Jlq., lq\1.1,.-nt:, *\otrlall • IQplH.e 797.500.00 U/1,9fi,,n 291,8}8.64 741.*-'ol. , .. ,,.,., 
U.t. ~u1,.....\1 •"'rt.ab • hpplS.• aae,m.oo 8,a.l5 858~ 18&,116 • ., 

·m ~ O'lwr aMoh., lq\li.p., •tnia.b • lvppll•• 130,800.00 
,,167.~ 

1)0,800. 00 
ti"'OD • a-.1 s,,oe .009-'0 3,ooe,5117.eo 165.196.64 2,13L,!,I6.06 

61<2 Copp.r • ll" .. ' 1,820,000.00 ,52.500.00 1,(159, 709.62 1,412:,209 loD7. '190·38 

~ .u- 66,150.00 72.51S.Ob 72.51S.Ob ~.m.a~o ,,.. 907.500.00 1,,320.00 21,,181.66 ~,501.66 ~=:~ 616 .... ~,ooo.oo 215.562.70 473.Uo8.U. ,ou.14 
648 Othtl" ... u • &11.,-. ,lfS5.00 95.229.28 95.229.211 71.8.223.72 

~· II.V&\N 137,soo.oo 137;1:·00 m·,.,.. 
659 Other c:a-ie&la 711.395.00 $,9911.80 *·z:·eo 165 .#J l.~ 660 ,.tNt.. • Cod ,......q 8,1.01,161.00 4. 796.999.00 l:,Jffl, lO 5,16o, .lO 2,91P,66e.90 

690 c-.tl~t.• ... OU.IWl" Clu•i.tlM. },21&,'22;.oe> 1,11!,!76Jd ,709..69 2,161,5!6.12 1,0571G1,6.M •m•• 
toto.t . ... u. •t ~ • 28,192,lft·50 f llt,l??s16?Jtl t l.&,oot,m.~ f 18,200s522Jt7 • &ft'11f2 ••m.·" 

695 ...,...,_,. . .._ • 10,000,000.00 , 1, 9!6c!69Js • , 1,9!6,!6?Jr? • 3,013cpos51 ., ... 
.Ul.o.\loa A43u•t.o' .... .rw f 5lcfflce!Zs00 , • • J 51s!.!3•!8'7.00 t iL= .. 

fotd £1loo..t1... tor tv.hue ftl0,!2lc70'lc00 fl70Jt6!,9Q!26 tz3c3}1s2J3:6? !2lt1, 806, la2 ·ft tl6b085•5D.OZ WtOWP 
~t.\n\-lft , • s,ooo.oo • Jii 830 .u. .. iiineoua i COit~at ~DHa • J.•ooo.oo • • 900 ~lDU~n.\lw lxpe.aaea, 19la .2169.00 1,008.29 10,olp,S4 ll,oL8.8) 13c220sl7 

900 ~nlatratlw lxpenaea, 1~ m ,ooo.oo 6er:~-82 !£!2r:~·21 1:ZM~·!!2 ~~601.11 

Total .. MII.:IAb\NtlW l ~.!£:2.00 l 69·565·11 • 11?,882.61 l 18?,!67• 12 l u/j,8Rl.M • •••• 
o ..... row.t. fLl1c195c??6•00 t1zo1re#7.p t73J67,U6s;?() 'N'm·58!.62 tl67e200e§! 1J8c=•p 
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TO 

' TREASURY DEPARTMENT 1.1.0 
INTitR OFI'lCit COMMUNICATION 

DAn llonaber 2S, 1941 

Seore~ llorgent.ha u 

11r. Barnard 

On or about tbe l3tb of October ;rou alked •• to eecure the 

article referred to in tbe attached olippin& of tbe New York 

Herald Tribune of October l2tb in °EYoJ7bo<lr' o• , a Britiob 

a&&aaine. llr. Brittain's article io in the attached C"PJ' of the 

aaa;aaine and is entitled •.berica and Oureol ... e•, facing up. 

A-

• 
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IIEir 10Rl IClUlJ) TlllllUNE 

October 12, 1941 

111: 
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ERICA AND OURSELVES 
. .· 
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TREASURY DEPARTMENT 1.13 

DATK 

TO Secretary Yorgenthau 
November 25, 1941 

,oow E. H. Foley, Jr. 

For ;your information -

I thought you would be interested in the attached 

telegra0s which have been sent out in regard to region&! 

conferences for the purpose of explaining in detail the Foreign 

Funds Control program. It is purposed to hold conferences on 

------the'dates and in the ci ties named below: 

December 1 
2 - s 
4 
6 - 9 

10 - 11 
12 -14 
15 

Cleveland 
Chicago 
Denver 
San Francisco 
De.llas 
New Or leans 
Atlanta 

This is in furtherance of the program I have developed 

with Dr. Stonier the Executive Secretary of the American Bankers 

.lssociation. 
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••b'"rton, D. c. 
Joya))ep 24, 1941 

To The P?eaident1 o! 111 Federal Rllti'To Bank1r 

You are adTiaed that roglon&l oon!eronoet are boiDg arrango4 
according to tht following tohtdule, at Wbloh reprotentatiTet o! tht 
Treaaur1 Depart.ent, probablT acooapanied b7 repre•entatiYtl o! tho 
!aerioan Bankers 11toclation, will bo pretent. It i• propoted, 
at these conterencea, to hold dlaou.alona with o111cera o! tht 
particular Federal Reaern Bank, with tht aecretari11 o! ctrtain 
atatt banker• auoclationa who will bo apecl!ioallT i.Jrrlhd b7 
the Treasury Dtpart..nt to attend, aad with certain banker• who 
will bo "leo ted b7 tht .&aerlcan. Banltera 11aooiation. 

The parpoae o! theae regional conterencea 11 to organise 
the public relation. prograa o! Foreign Funcll Control, to han 
oxtena1Yt diacu.aion thtreo!, to inetruot the participants in 
the detail• o! tht Control, and to organize a apeakera bureau, 
the member• o! 11h1oh will be aYailablt to addreaa tuture aeotinga 
interested in the freezing control. 

Telegram dlacuaaing tht mtter 110re in detail are being ~ent 
to the aeYeral Federal ReaePTe Banke located in citiee wharo 
regional contorencea will be held. Your aotiYe support in 
denloping plana !or theae •etillga la urgantlT requested. 

The aohedule o! regional con!erencea !ollow.r 

Deouaber 1 
2-3 
4 
6-9 

lo-ll 
12-14 
15 

Clenlaad 
Chicago 
Dtnnr 
San Francisco 
Dalla a 
1few Orlean• 
itlanta 

lal K.H.Fole{' Jr. 
A.oting Sooro U7 o! the Trea1111'7 
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TELEGR J. lt tl5 

J.!r . \'Tal ter French 

Washington, D. c. 
November 24, 1941 

c/o American Bankers Association 
Center for Continuation Study of the University of Minnesota 
Uinneapolia, ~esota 

The following telegram is being sent by me today to the 
Presidents of all Federal Reserve Banka: 

[Here take in text of telegram addressed to the 
Presidents of all Federal Reserve Banks, copy of 
which is attached. ] 

Telegrams are also being sent today to the several Federal 
Reserve Banks located in cities where regional conferences are to 
be held, asking that they make arrangements for suitable space in 
which to hold the conferences and other necessary facilities . 
It is also being suggested that they arrange for l arger evening 
meet ings, to be attended by officers of banks located in the 
conference city and vicinit y as well as represent atives of other 
interested groups . At these meetings, one or two prepared 
addresses might be given and a general round table discussion 
of freezing control held. 

It is proposed to send telegrama, not later than Wednesdaf, 
llovember 20, to secretaries of state bankers associations, askmg 
each to attend the ep propriate conference at Government expense . 

The office of Foreign Funds Control will be represented by 
Mr. !forman E. Towson, who will be acco,anied by five or six 
~ersons from the Treasury Department. t would be appreciated 
1f you would advise me at your early convenience whether the ABA 
will have representatives at the conferences. 

It is expected that the party will leave Washington on t be 
afternoon of Sunday, November 30, by plane, for Cl eveland. 

Your views and comments, together ITith any suggestions you 
may care to make, would be appreciated. 

/s/ E. H. Foley, Jr. , 
J.oting Secretary of tho 
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Novec.ber 25 , 1941 

At o ..-etinc in Under Sec retory Dell • o o.rrico on November 24, 
attended lzy ,,ess rs . Eell, Dernard llernstein, Dietrich and Southard, 
tl•e fint rcnor t of the Ar.oorican Technical i.dssion to Cuba .,as 
ciiSCU!'J!'td . 

It "as omlained by ...r . Soutlwrd that the fir::t objective of 
t!Us re'>Ort 1" to enable the Cuban Govem:oont to fin<! some r.eans ot 
financin t he !':oldin~ of dollars by its .;tabill:ation Fund . At 
•re.ent tho Cutan Stab111zetion l'und is under t.ho necessity of 
.olllnr 1 ts dollars ss fast as they are acaui red fi'O:I s-..:ar eX!>orters 
or other sources in order to return the oesos to the Treasury 's 
·oncral ~., . ':'II" re"<>rt :-till reoo:cend that the Cuban Govertli::C~t 
tt1 thar torrow pe~os froo CUban benl<s in order to l'lake its dollar 
purchues cr that it issue pesos against a 100 percent cover in 
dollr..r.; c~ ((old, usinf the pesos to purchaao t~ese dollars or the 
·old. ..r . Southard !Urtner explai.nod that, as had be.,n stated in 
an earllor m.,etin61 the l.lission .,.,·ishes a::11')roval or a prooosal that 
t11e United $ totes Stabilization r'unet sell up to C5 million i n gold 
to the CubM Oovcrnment on six months ' crodi t . Apainst t his gold 
ne•o notos would be i :sued ~."dch 'i\OUld bo used for the purchase of 
dollors . The dollar s ?IOuld then be availsblo to pas for the gold , 
l"hich >•oulci then be hel d as a full~over ro•erve behind t he notes 
un~11 roao v;olll<ness lllight require the uoe of the Pol d in su»nort 
of tr.e po.;o . It v.es pointed out ~hat tho Cuban C-overnoent s~o•Jld 
be abl e to oay for the t old on very short t.e::-::o since thgr e tlill be 
no occuion t o 0urchase it U.'ltil ~hortly toforo ,esos """ r-eeded 
w1 tJl r.hicl: to roy o.ollars . 

• r . emste1n stated that he lwi presented the (!W!stion of the 
l·•·alit~· of the sale of gold on credit by t.ho :.t.abill.,.tion f\l.'ld to 
.r • ._.ole: .:or consideration D.nci t.h.at ~. loley had d~Jeide<i t".at Euch 

t. ... .Ue l as l ercl. . J..r. eernstein ex~lainod, 1n res.,on.se to a. ~uery as 
tc 7.t:ether t he Cubans l<oulC: t;e c.ble to 1:su~ noteo against ~~!d tt.at 
tr.•) aid not own, that the Cuban Uovernnant •;,ill o~n the r old a l though 
it o:;<)l not hnve "oid for it ond tl'.at v:e must enter ouch a trans;cti on 
.. ith the realization that the Cuban (loverruront \/ill I:Clve control ot 
th~ rolo.. na lonf as it Uves uo to the ter::IC of the contract of sale , 

r . l'ell asked whet her this trnnsoct< or., t.hich ••wlu cost Cuba 
cr.ly 1/1. of 1 porcont fer each rurch••• ancl oo.le of gol d , could be 
C"''iJned t.o the critici~r- that it i1as r•.ore ravorablo than our stnbili­
"~tion IIB~Unent ·;:1th ..:exico, ·.~hieh inv~lved n chetr o of l - l/2 percent . 

• I 

Regraded Unclassified



U ? 

- 2 -
Division of J.:onetaly 

Research 

It woa nr;reed that the t110 were not coq>arable and that ""'re to the 
point would be a cocpa rl.son between this propoaed gold sale and 
the purchase of l!"ld !rom Ruseia. It waa further agreed that t his 
oale of' r old to CUba would come within legitimate fiel d of activity 
of the Stabilization Fund i .n t hat it hu aa ita purpose the stebili­
z1nc of the Cuban peso- u . s . doll.>r rate o£ exchange - initi ally to 
prevent the peso from apprec1atin& undesirably and in the l ong- run 
to build u9 a tund Y:itb which to prevent it from depreciating 
undeairably, It wu also agreed that llhile there doeo not seem to 
be any reaaon for Cuba to incur unneceeeary eXX>enae to wp the gold 
eo Cuba . when it might be left on earurk in flew York that CUba 
should not be required to leave the gold i n New York until paid f'or. 

11r. !!ell gave his approval to an arrang-nt for the sale of' 
gold to Cuba on credit provided that such aales do not at any one 
t.1JOO exceed in the aggregate $5 lli1l.lion. 

J.!r, !!ell observed that the relil&indor of the 1!1ss1on1s 
recOI!llllOndaU,ons seemed to be J:lllttere that did not concern the Treasury 
and were entirely related to do,,.,atie Cuban matters , 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DAn Novet!ber :> , 19~1 

TO Se oretl'ry l.!orgenthe.u 

JJr . Vlhi te 

SuoJeot: I ni tial Re:>ort ot the American Technical :~ission t o Cuba 

I . Ti:e American Technic!'~ l.!iepion t o Cuba e rrived in Cube. 
October S an~ remained ery~roxim•tely one conth. 

II. The long- run reco~en~e.tions or tne Ui ssion res~ecting 
COnetnr y, b~in~ end c redit Cl'tters Pre i n OrDCeSe Of 
9re~~ ration and will , I ho~e, be repdy tor ~resentction 
to the Cuban Government wi t hi n enother conth or so . 

III. Tl1e L:ias ion hi's formula t ed cer t Pin recoc:nendnt i ons for 
cl eal inc with Cube ' s i mmedi r te mone t Pry end foreign ex­
oil~<nze proolem 17ili oh I tent t> tl.vely discussed 1•i t h Cuben 
ol' f ic1n.ls during :ny br i ef visit to Habe.n p. e.t t he end of 
October. The attached r eport e1nbodying t l:ese recommenda­
t i ons i s presente~ for your "''rovn.l . 

Tht> reco!lllllendations of t he :.l esion fO re : 

1. Tne t t ne Cuban Govern~ent build uo rn offic1e~ 
dollrr reserve by o~rerin~ to buy. dollars c t a 
small ~reoium. Thi s wi ll ~~so serve to ~revent 
dollar" currency fro~ goi ng i nto CirDUlPtion 1n 
Cubt> . 

The Cuben Govl'rn~cnt can ob t t> i n t he nesos for 
t hese oper a t i ons: 

" · by interne~ banlt loons . uei n(!" t he purchased 
dollPrs as col l nte r al . 

b . by i ssuing pesos against dollcrs or gold. 
Th i s gold may be nuroht>sed IV i th t hese 
dollars or may be obt a ined on credit from 
the Unit ed States st~b1lizntion Pund . I n 
t he l a t t er c~se t he gold could be pai d for 
quickly with the dollt>r s ourchl'sed with 
the ne., pesos . 

• 
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Div1a1on or Yonet&rJ 

Research 

That the Cuban Governaent reduoe peao bank r eserve 
requirement s and re-define peso reserves to 1n­
oluds some or the dollar balcnoaa abroad. This 
will permit the banks to expand loans an4 meet 
currency withdrawals during the oqm1ng sugar­
grinding season. 

That t he Cuban Govarnaent order peso notes troa 
the Bureau of Engraving and Printing to meet 
the r equirements or the r ecommended peso issues. 
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1. Eapt£1! IO Ryttlt 

Iaporta to lluula •• repone4 to •b• YN&fti'J tvrlar tbe .... 
eD41"f lonllber 15, 1,.1 • .,., .. •o abo\1' 11,T.,ooo, •• OOIIP&,.. 
wUll 4,6oo,ooo 4\lrliiC tlle prenoua ..... Laa aaea &M 1101,.-. 
dtn1U OODOall,rat .... ,.. 'be prlMlpal UMa. ... Appe.Ua 0), 

2. lapoMt ! o OhlM ap4 •V!I 

bpor•• to rrea Cb11la t o kllad 11,15(), 1'00, ot wll1oll 80tor 
•ruokl ea4 obealla aa4 •oh1ae &M bea.,. ol'4aanoe 1\111• a1l4 earrla­
••• were _,,, 1apor,ut. (he Appea4.1a D), Iaporta to o. .... 
pled Ch1Da aaounud • o 1154, 000. (he Appea4l:l J: ) , 

' laporte to BuJ"'Ia t otal1e4 t SII,OOO •• aaatut t)42 , 000 411Pl11C 
the prnloue wall. A lara• peroentaa• ot u.s. eaporh to .. ,.. 
are pro'belllJ 411Une4 tor rree Cb1aa. (1 .. Ap.,.a41z r ). 

3· &xpoJ1t lo JaptD 

lo u poru to .Ja))all ••r• r.porh4 4\lrlnc tlle •••• eli4111C 
lloYeaber 1J, 19•1. Japan, bowa•rer, •1r.t be •be \lltlate dlaU­
naUon ot aoaa ot tbe uporh to Oeo\lp e4 CIUna. 

llo eaporte to rran .. were reported 4urlnc the "" aa4.111C 
ICOYIIIbtr 15, 1941. 

5· lzpotSt ! o otbfr ltltMt4 tnatr1t• 
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WMt4tHCITOH 

KoYeaber 26, 19'1 

My dear Mr. Secretary: 

!bank you Yeey 111\loh f or your letter of KoYe~~bar 

twenty-fifth encloa1ng a copy of your report on export• 

to certain countr1ea, vh1oh hae been read With real 

1ntereet . 

Sincerely youre, 

'l'he Honorable 

Henry Morgenthau, Jr., 

Secretary of the 'l'reaeury. 

Regraded Unclassified
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TO 

1.31 
TREASURY DEPARTMENT 

INTER OF'f'1C II COMMUNICATION 

OAT& 

Secretary Morgenthau 

Ferdinand Kuhn, Jr. 

November 25, 1941 

Count Coudenbove-Kalergi has sent me the enclosed 

copy of a letter that appeared in the Sunday New York Times , 

with the request that I send it on to you. 

}. ((. . 

Attachment. 

, 

Regraded Unclassified
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ll,y cteu l.!r. Seoret.,.,.a 

!be Coa llai OMr o! lAtenal 1\e~ !au 'lleQ Nql.leeW 
to enter lllt o a cloal~ ~·-At with the Pu S...r le&D .ur­
JIOI'b Cor porat1011, a wiioU1 oWDed •v.balcUar:/ ol l'u 1Mr1caa 
lira~Q"• • l n which tiM! Coftn.Dt •111 au-• that the Alrporta 
Corporation •111 110t be ta:ratlle v.po11 11101111ta p&lcl to it b1 
the .ar Jeparbant !or the eoutrv.ot1o11 o! l&llcl, airport .U 
seapl~ baa• !ae111t1•• in Soatb ~rlea. 

t.n~er U.. co11t.raot Dltwea the .. u Ilep&rb:wnt &114 the u ,... 
,?Orh eorrrat1on the 'IIIJO.J pala to the Corporation 117 the .• ar 
~opartmen vlll ba ~dlato11 t urned oftr t o Pan !aar10&11 l t.... 
·~· and to Pan Alur leiA-Graee J.1Jtft.y1 (a 50 percent o11D1cl ~~~~ alcl1&J'1 o! hn ...-rlcu llrwqa), elob will aetll"-!17 collltl'llet 
~~ !ac111tleo. !hi Unlta~ j t&t•• will baTt t he r~t to u.e 
the !adllt1u !or 9J 11Al'l o 'l'ha l'O)lOied contnct pr11uppo111 
the necv.tion o! a cloaiQC a;naent wit h tha frtUIU'J Depart• 
"l.ont. 

There would be no le&al illllcult ,)' in &r&lltl.nz to .i'&ll ...,._ 
lc'-t Alrpor h Cor poration t he cloain!; ar,reaut lfh.Ioh it baa re­
qQt 3ted. l owever, a • • r loua que1tl011 o! publle pollc1 1a railed 
b.uuae o! a. pro'9111oa ill the propoaed contrect that the .. ar 
ueputl:teut vul Pat • an uaount eqwrJ. to lllq iuo• or lllMII 
pro!lh tuu laponcl b7 the linlte4 .>t &tu whloh, 111 '91rtlll o! 
anJ chan::• in lu, r»V b.eo:. pgable bt the contract or notwlth• 
atandlnc the clo•1lzd acJ'IIMilt. • 

.! ~. proda1on 1a nllci, ita et!eot »ov.ld be to blll4 tut tu'C eoa., ......... 1 0 that there could De'nr De l.uoncl GZ11 ad­
dlt ional Lncoa. or exoeaa protlte tazea upou the Airport• 
Cor por11tion arhl.nL trOll t.lw pr ojech, lor tiM! ar Departaant 
wo~d bt oblib&t•d to rcslt &A1 ev.oh t ax••· 

l>ee.v.oe o! IUllordina h &(710llentl bet1NID ~ Alr~rtl 
CoJ"?Oratl~n and u .blrie&:l .. i r il&)'l &Dd t en ..-rhe.u-~ 
.. l~s, 1t 1a apparently intellded b7 the part1u that the ppo­
poud t ax lndanlty pr o.,llion 110:.cld extend the taz-uupt1~n 
prhile~o t o then c:oPporatlona u .. u aa to t he llrport• Cor )lOrtt lon. 

-
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1 reulM that tlla war DepvtJ.nt, u wll u tbe .. tate 
U.pal'tlunt, a .. l.r .. to upeilt. tht 4ewleJ11ftt et air tlaUt io t h• cari'llbe&A &Ad :'loutb Aall'lt&A ..... U...4 'fitu to ov 
national detenu. for tbh reuon, about a Jtar lliO 1 apprew• 
& eloa1zlc a(;I'HMDt oo~.,.iAc the or l!inal oOAtrut oonttJ.Alllc 
a ahUlu prnhlon ot lcc! ''loatloo, but 1lhaa the 4enltt­
t»ot ot a4tquate air !1tl4e 1.n 1trlea a. ai&Heq~Matl)' _.... 
coo•ldeution, Pen AMrle&A ao"M to the ellabi&tloa et a 
aiail ll' pro~1a1ea 1A tlla oootratt tor the 1tr1..a taollltl••• 

I am 4ee14e4lr reluot&At to approw tht tloalll& ""..,.t 
11011 requ .. ted ao lOIIi at t.hla oleu .. re•tna 1a the prepoaM 
aupplaaent&l eoatrut toP South Aa.rit&A t .. llltl••• 

lD deltgatl.nc to the TrtU1U'J' Depart.&At tlla a:atP&Ordl.ll-
11'1 poWel' to li.lt flat\lra tu l1ab1llt,y, Contr"l reOO&tUiMd that 
the pour 110uld haw to be uerelaed with eona14era'llla natrt.J.At 
to aw14 clhor.lalnatlon tMA£ tup..,era. 'nit "If' aa4 Meana 
Co!'Ql tt .. of the Bou .. of P.apr .. antatlwa 1.n Mk1JI& lte "Fe dtoll.l'ld that al.Dcle adalAl.tfttlw 4eteral.n&Uolll of Clia 
".tll coaut1tuto a 11ft Mtbed ot Mttlln& eoatrowral.,, lt 1 
eont a:.:plated that t b• eo.daalolllr will exei'I1U bia cll.HnUon­
l.l'l powr onl7 are auob •••r•h• 1a 1n the lntereat of • wl .. 
&d:Uniab&tlon ot the reWAQe arataa." [ H .R.~p. tlo. 1860, 
7Stb eons •• sa ..... , P• 671 

To P\IS'port to UeQPt troa tl&t.ure tuatloa a prhate torpon­
Uon, whloh 1a belng tullr re labW' .. 4 b7 tlla Goni'IDI&At tor tM 
work undertwJl, do" not "':a to 'lie "1n the lntareat ot • w1M &dqinletr&tion of the rewnue eyata:a. • 

It hal b"n ' Ull&"td the tu 1nh•1 t1 eleuae alght be 
juatltled on the gi'Oillld thet the Pan .taerlou OMp&n.i" wW U. r l n DO profit hom the wntUPe. It that turlle out t o 'lie tilt 
e&"f t he tu lnclelm.ltr clav.H h wboll7 -""APT for there •oul4 be no tuable lneQce or txo••• protlte. 

Eetore l take an, 4eflnltlft aotl on on t ble Gatter 1.n 
ruput ot t.h.e appl1eaUon for a eloe!Ag ~,. nt, 1 would l1.kl 
to ban an upreoalon of JOilP new. 

!he Honorable 

!he ~o .. tar, o! 11ar 
£~~-4.1 

:li.Datreq10III'I, 
(11 .... ) 1, lora•U&•• l•• 

S.eret&PT of tha TNU1117 

~···f• S• 'Mti :.-

c.~ :e- <t--4-?f-'-' 

. 
• 

' 

Regraded Unclassified



c 
0 
p 
r 

ftll tJnD:SICJII!.t.IIJ 01 S!UJ 
lWIIIIIO'l<ll 

Octobo.r 24, 1940 

Mr 4oor Mr o 8ecre\llJ7: 

u pHl\llllf the proJect tor the 4..,elopeQ\ ot olr 

tlel4o b)' the Paa .t.aoerl...o ~QT lD tho C&rlbboaa 

aa4 other ~erlcaa ~bllcto 

a.a4 South ~erlcaa recloo.o, couldtrH to be ,.ltal to 

o~r r.rot .. of o.atloo.al 4efeo.oe, lt lo the oplo.loo. of 

the State Doport~eo.t tho\ to haadlo th l o .. \tor OD the 

boola ot DteoUttllljf traotieo wUh the ftl"lOI!ot eowa-

trloo eoo.eorDe4 would be tUber lJiproctleeblo c1 ea.-

pltto a eca.plhueo.t, or woW.4 bnbo 4tll07o of 001eh 

4uratloD ao •lcht be tattl to adequate preparotlou to 

•ott tho preo ... t crltleol lo.toro.atloo.al oltuatloao 

lor tho\ retooa, the proJect t or tho 4e,..lopooDt 

of thlo work b." the Paa ~orlean Coap&QT uo.dor the 

dlrectloa of the War aa4 Jaoy Deportoeato appearo to 

Tho RoDorablo 
RtDr,r Lo Stltoono 

Secrttal')' of Wor o 
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\llo J)epar~oet ot lltato \llo •••~ pN>OUotblo •tho4 

ot aohlo•tllc t ho 4oo1re4 rooul~o. 

Jolino •• 

CatY/ 11/ rla 

SECRET 

llllcorolT TGGrl, 

(Slcao4) IIQaaor Yolloo 

1.36 
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INTER OFFICIE COMM UNICATION 

Secretary Worgentbau 

l!r . K8JI1arck 

?lane Shipments to British Forces 

137 

1 . In the week ending November 18, a total or 118 planes 

of all t ypes (80 combat planes) were shipped to British rorcea . 

tt.e bulk of these , or 86 planes , were for the •Iiddle Eas t . 

2. Since February 1 , 1941 , more than 1,000 planes (1,042) 

have been delivered to the Middle East . In the beginning, only 

CUr tiss Tomahawk ri91 ters and Yartin Maryland bombers wero sent. 

Now, the R. A.F . in the Western Desert haa, in addition, Curtiss 

Y. l ttyhnwk fighters , Mart in Baltimore bombers , Douglas Boston 

bombers , and Nor tb American Harvard trainers. 'lhe ~hipment of 

t rainers to Egypt be.5an 1n October and indicates that the Royal 

Air For ce mus t have organized pilot training sohool there . 

Regraded Unclassified
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D1via1on or Monetary 
Reaearc.b 

Table A - Shipments bf Area 
(F~om February l, 1941 

Week Total 
ending 

18 
Reported 

November To Date 

To the United Kins dom 

Ligh t and mediWil bombers 0 1,021 
Heavy bombers 7 87 
Naval patrol bombe~e 1 82 
PUrsuit 4 19~ 
Arm7 Cooperation _Q_ __g 
Total to tbe Uni ted Kingdom 12 1,295 

To the lolidcUe Eaat 

Ligh t and medium bombers 
66 

259 
Pursuit 70~ 
~a1ners _B._ 8o 

Total to the Middle Eaet 86 1,042 

To the British Pacific Forces 

Light and mediWil bombers 0 ~6 
Naval patrol bombers 0 12 
Pursuit 1 119 
~ainers _o_ _22 

Total to Pacific Forces 1 222 

To tho Canadian Porcea 

Ligh t and medium bombers 0 ~8 
Naval patrol bombers 0 12 
PUr au it 2 28 
~a1ners ...:!1_ 1,012 

Total to Canadian Forces 19 1, 090 

]!!tala 

Light and medium bombers 5 1 , ;~4 
Heav:v bombers 7 1ol Naval patrol bomhera 1 
Pur au it 67 1, 04; 
Arm:v Cooperation 0 12 
~ainera _2.!_ .!....!!il 
Total 118 ~ .749 

Regraded Unclassified
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Division or Monetary 
Reaearoh 

Table B - Shipments by TrP•• 
(From February 1 , 1941) 

Boll Ai racobra 

Boeing B-17 
Boston III 

Brewster Buttalo 

Cessna T-50 

Consolidated Catalina 
Liberator I 
Libera tor II 

Curtiss Xittybawk 
Tomahawk 

Douglas Boston II 
Boston III 

Fairchild- 24 

Glenn liar tin Baltimore 
Maryland I 
Maryland II 

Grumman llartlot II 

Loekhood Hudson II 
IIUdaon III 
HUdaon IV 
Hudson v · 

North American Harvard II 
Mustang 

Pitcairn Autogiro 

United Cboaapoako 

Vultee Stinson-049 

Grand Total - All Typos 

Week 
ending 

Honlllber 18 

0 

0 
0 

1 

17 

l 
0 
7 

62 
0 

0 
0 

0 

~ 
0 

0 

0 
0 
0 
0 

21 
4 
0 

0 

0 

118 

Total 
Reported 
To Data 

154 
21 
24 

119 

482 
106 

22 
44 

Gi~ 
29 

415 

6 

~2 
111j. 

l 

9 

l 
297 

9 
~So 

665 
22 

2 

52 

4 

3 . 749 
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D1v1e1on of Monetary 

Reeearch 

Table C - Plane Sh.ipm.enta to the Bri tiah b7 Weeks * 
(PrOIII Februar,. l , 1941) 

week L1sbt and Naval 
~ mediua Be a.,. Patrol A:na7 

bomber a Boabera Bomber a Pu.rau1t Cool!erat1on 'l'ra1nera 

~5 Weeka (February 1-
October 7) 

TOTAL 1 , 241 47 95 741 6 916 

~5 Weeka (February 1-
October 7) 

WEEKLY AVERAGE 35 l 3 21 0 . 2 26 

October 14, 1941 45 9 1 68 0 44 
October 21 , 1941 21 9 1 50 0 57 
October 2B , 1941 10 12 ~ 

~ 
4 19 

November 4 , 1941 19 2 ~ 0 
~ November 11, 1941 1~ 1 2 2 

November 18, 1941 5 1 ~-!__ l>7 0 38 

February 1-November 18, 
1941 - TOTAL 1,354 87 106 1 ,04~ 12 1,147 

~ 

~.o46 

87 

16b 
1
a6 

100 

1~k 

3.749 

* Since we do not have a break-down b7 weeks or the de1iveriea to Canadian torcea prior to 
october, no statement or de1iver1ea b7 weoka 1a given tor tbia period, 

.... 
s 
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IUl ,.. ,s- ...... t.U..... ~ trb'' lllertW. ........ hps,, ..... --'-'"•'· ...... .... .......... 
re---..."-· •• ..._ ..a-...._-· 11ft • a ., 

,_ Ule ppR-1-tll fll .. -- fll 'II It,, a, •. M1 1M L • • ......... 
Unit.) p, 11, 
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llo.euber 25, 1941 

To: Kr. Cocbral1 

From: L, W. Knoke China Program 

1 a ttach mnorandwa or !fonmber 21, !'r•-

~d b7 Kr. La!>&, deeliAC Ylth the qa.oUon or the 

Chi.Deoe StabU 1a tlon Bo&r41 o accoUDt 111 the United -• 
Jtatea. 

I wu1d Hloo to diacuao Ylth 7011 on the 

telephone. 

L\f.C 

Co:;>;y:ec:l2-17-41 

Regraded Unclassified
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SubJect:. ____________________________ __ 

lleterMce is !ll&<ie to l:X . Cocbr:>n ' o cable lio . 423 to tho 

Troaeury dAted at Chungkill{: . October 20, 19 l•l, in which 1c o_uoted a 

letter aclt\reuod oy Zo.:.:l<; to Chen ao Cbairt10..~ ot the StebUi:ation 

..:~%'\'! ot :hte&. ?aregra.:ph n'U:lber h of aueh lette: read.~; ae follows: 

•:rour. •a rege.rds !>"rtgr&!?h VI (b). all OYeroee.s 
roaittancea collected by tbo Cont~l ~ of 
Ch1.o& vill be credit ad to t ho 3oard ' • account vith 
tho Cent v..l .:!P.nk or China. • 

If I un&erstr~d the above ouotAt1on corl~ctly. United States 

dollar e rooulting from re~ittCAcea to ChinA vhich ore collected by 

tho Centr~l n.nk of China will be credited to n United States dollar 

occount of tho Board with the Central ll<\nk of Chinn . Preswnnbly the 

doll~r• vould be held by t he Cent ral 1lcnk in ito account• with, lot 

uc a.cy-, thi~ be.nk or the 3e.nk ot C'ain.a . !iev York Jt.cenc:y , or aooe 

.,tl.or co::.-Arcicl benk. 

It tho dollan ere t ho ::>J'O:>"rt:r or t!:e Stab1li..,tion Fund 

or China which 1a """";;ed by the ::!oar<!., t ho tome or our a&reo:>ent 

vit •. ChinA >'Ould req 1ire that <uch <lolloro be dopooitod aa ;>er Section 

3( b) thoroo! Which reed• as foll owo: 

"(b) All U.S. dollar$ bol d b;r t he Fund oball be 
dopo o1tod in the 'United Statos Dollt.r-Chinese 
TuM Sttt'>1li:at1on Fund of C" illll , Spoc~cl Account 1 , 

at tho Fcdore.L 11 

On the other ht.nd :>"J'a£;T&l)h (4) o! General License ~:o . 75 

orol7 aa;ra that all doll&ro r eer-..111\; Jl .lr&UMt t o t his General :.1cenoo 
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o'.-11, 11' required b7 the StabU1uUon lloal'd , be MAte a.aUabla to 

the lloard, lt 100!11 to "" that &o IOOD &0 &JIT clollaro are Mda 

a.a1lablo to the lloard, the:r ohould be paid into the .. boTe mentioned 

nccount vitb ua. 

Regraded Unclassified



J'l!Oih ~rioeA Ellb& .. y , I.o114on, :lncl&D4 
D/1 '1'11 NOYI!aber 25 , l94J. , 6 p, a, 

NO . 1 .56.59 
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'rhia telegram trom .wr. L&lll'an , 0~ 1a 1n 

atriot oont14anoe tor the Saoratar,r ot the ~aaur,r. 

It raters to the telegram no , 5169 aant by the 

Depart~nt at 10 p.~. on the l)th ot Uo~e.b&r, l94l.. 

The reaotioza g1Tan below to t he praaent axoeaa 

pr otih tax aa wall aa ita worJt1.n&a were g 1Teu by the 

Ohal.rman ot the Board ot Il111U14 nnanua , Cir Gerald B. 

Canny, and the Deputy Oh&irlll&l.l , 0 , ;r, Gregg, They are 

strictly oonti4ent1al, 

J'irat . TaldJI4:l i nto cona14erat1on only adlainiatra­

Un gro\llld.a , a tax rate a~e a 60 or 70 per cant shoul.d 

not be r eoommendad, 

(a) The nllllller or oaa.. ot COII,plainta 1e 1noraue4 

by a higb rata , It ia much more 4it tioul.t to decide 

t h .. o oaaaa e quit ably when there i a a h16h rate, 

(b) l,.u .. uou or aooounUna, tor •JW:~»le capital 

~d coat OO.IIlputational f irma which now are profitable 

CUld large t iru but which wva during the standard 

period 8lll&ll and s till de~eloping, t irma with a aaeta 

Vthiob are waatiJI4:l ~. 1n t his or4ar tha tTP&I or hard 

oaeea whioh are mo at trequantl7 mat , 

( o )Aooountill4:l 
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(o) In d .. oen4i.Da order ot 4Utialllt)', aooo1111t1Da 

quutiona, tirmll with - •t. i.Da a oaota, nnd rlrma whioh 

ere new are the tTPea ot hArd caao which haTe proTod tho 

most d1tt 1cult to settle 1n an oquJ.to.blc MQ' , 

According to t he et:.tertw~nte o1' t hoco wile 1\Ue J.nter­

Ticwcd , because or the present rata or tbX which ia hivb, 

extra o4=1nistrat1Ye ditticultieo haTe not raelllted 1n 

1nottic1an0)', delay 1n collection, or 1111dll8 contusi on, 

but t hey probe.blT han cauao4 oo:u 1nequal1tieo, 'l'llo 

r actore are 11814 to haTe caused t he aucc .. etlll ed••'nls.­

t r at ion or t h i e tax, which, it ia admitted , 1• a tax 

t hat 1e not eaey to a~ator. The tlrat or tho .. ia 

t ho 6Z'OO.t detall 1n which t ho tu has boon drawn. Alllloat 

all or the principlea which can be applied to t ho several 

claa .. • or industry han been .. t rort.h b)' law. The 

bollll4.8 within which a g iven Ca8t oan be d .. iclod by 

rorere .. are relatinlT !I&1'1'0W aD4 GltarlT defined, !l'lw 

board i .e t hus relined or W11111lecme reapona1b1l1t)' , 

Lons haa&l!Da oTor pleaao tor apeoial oonooeoi ona are &leo 

tl1111.1nntod. The aocond or tho two raotora 1a tho 

deoontralize.tion or tho tax o.dminiatration, Between 600 

and 700 local boarda or rater••• haTe bean oet up 1n the 

country, Bach board haa ita own o~rt.• 1n acoount!Da 

and law who are t horoughly ru.U1ar with tho tirmll aD4 

tho induotri .. o·nr whoa thO)' han Juriadiotion. 
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~-. it b ..u, 1a ... Ma1ac ., llut -- --­

an .. MtU..eu .... ,, • ,.!aU et 1-. * ... laieu 

...... _. \M t.llii'M 11ft tlMl. a.. -- - .. 
LAid .. M tM -'- ... it b ..U ._., tMft Mw ... 

nrr fn et a.ll ...... 

........ n t. Utrlftl' te ...... .- n1au.a ., 
--.\ex M ettbluq. tile MUetw et \liMe 11M­

iatens..-4 ana 

(a) .. ~ ., .. ,, lie aUutet M * anaa 

whiell an all-.M w 'M a. to -. lait7 ua ~·-­

uu llua ..... ---. "'-' - ettlas.D t.etHe .. 

WU' 1a tli.U recan an ........ ~ nUl .. ettlaua. 

('b) '- - u..U tM allup -.;r M JutltW t.M' 

•at t.ba ..r&J.a• ~ b leu bJ u''T -.1aM 1a 

Hplf. ... ,...~a ul .... n'u'ia. n ...u lie "17 

tlft1ftl' J.a \U UtiiN et tli.U - M englty \lllao 

n u ,..~ -'• ..-nllT ., • M-., .,...., -s-a. 
(el 101a ... ,.. M 1a nl&tloa w tM -•loaal 

Vida \M lllup t)aat t.ba Ms 1MB W JIIIIID\q -.n.h1 

I:QIIIUtvea - lie - euQr ~ltie:'o n -.:T M 

IODI .... "T bleat...._ tM.t a ..na1a I'Qietttlln b 

'banl7 --...U'ble wlt.ll all .0 wv ~ Wt 1a tM liP' 

Of t.ba ll'ltula U1l&llT 1I.M£ 1a tM J ..... d If a.il ..... 

\hla e:QIDUtiiN -.;r M ftJ7 Jl.aul'lll.e, 101,1110 Jl eta 

111' 
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,_ ,._, ,_ ale, 1111r .. .,... • .. uauo•• _. a 
....... tU.. .. a. ..,u., ...... ~ ...... 
t11e7 ..... 100,001 I eef• a ,._ • .tuau;t'll l fWo ................... ,. .. , ... ,_ ........ .. 
.la la '" - nUo to '"'*' an ~ u .,..._..., .... 
Mron tho wzo ,.. \e .-1- ot Malaua \lloL :r. tM 

- WT, ~to nwr 1 rs-1a1, •dzr•:Uc, 
al UII'IDJ.a& ori\erloa. ellltS.. -~ f/1 
..-t,...n ~ 'llo $UtUW, lid ...... ~ 1a nt. 
wUil u t st~to all. sa - ~ tMr •ssst 'llo la'UW. 

..... ot ...... 1att. 1IIII1D ..,. - - ... - 1~ ~ 
~ ... ,.,ut)'l; ......... ran ....... "'" ot .... s­
u .. an ~- 'M- ot -nt. •JMI 'Q .la -l'uo&. 
Tple,. Z6i S? la -' Ja & ,.dtJa te ''"11• ... 

J'eMn'eO - *Q U-- ot Wa 'lJO ul tMft .la1 '" .. 

t-=• .._.... *lell 1a • ul 'r "'* •u••• ,..nto ta 
la ,..... 

asN. tM e1a1a "'*' ..., ru. an. -.. - 'tl1ll 

s1U.UOR..,. 'llo ..,... t 'llo --.-u tv ...Ut 

&114 PN,...ll' ts.o& ~ or \lie tu ....... ows.. to 

'" pnn1- ftt.,.. to 1a J>U ,...,. I &Mft a 1up 

• n u or ru. 'tl1ll .n .. '" ...u, on 1a • tut ..,.. 
llu MOll dalttot.. 

Is ?t. 
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J'..nA, Ia QlM ~ \lle Uetl aseU._. \lla JINMd 

w.a: oa e:neaa .Pl'lrUa 1a .n ....,q JutUW 111n U.. 

ni'J e.-tlal oa tM ps .,, er peuu ... 111e ,., .. ., 1a • 
TUT alllia\ P&\ tw \Ill tva\ia Ueh WUl " aliT ~ 

eoueuleu w llu1M11. fila tu -u nW. " ,.U\Ieet}¥ 

..... ....,. nu u u..n •• ~ M ~ 1M .atlla 

NT &'boll\ U, oa poU\lMl II'OI&IIU 1t b )e ch\}¥ i'lllllltll~. 

dllle M aaa - .a. ...._., wl&lell ........ ••.:110.1•• 

ot \U \u • a \M par.,, er •.U\T. Ia QUe ell tM 

tan \!Ia\ all .... U'l .... tw ............... r .. 
M\ala ... oU. 1 ., lUll al! "II U'l _.. 1a MaJ. alMa, 

J. 417 ra.u-t ....... ,. 811' Oenlt Oua:r .. \lie '""' 

\ha\ \!Ia UltJ.Mt 8\1\ea aa 11M \lie oa1T .... u,. -..1a 

• 
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llo .... ber 215, 1941 

!he Secretary of State prooonto bh cCII}>laento \o 

\be l!onorablt \be Secretary of \be froaou1'7 an4 enc1oe .. 

a cow of cleopa\ eh !fo. 579 , d&\84 IIOYnber 19, 1941, troa 

\be Aaer1ean LegaUon, Port-..,..Pri.Ace, Ha1t1, conco=1Jic 

ob1poent o of gol4 troa J~pan to Ha1t1. 

!nc1oouro: 

lro:D LegaUon, 
Port-..... Pri.Ace, 
DeoD&tcb No. 5711, 
llo..;mber 19, 1941, 

Co~:bJ:ll~26-41 

. 
• 

Regraded Unclassified
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SubJactl Shipmonto of Gold froa Jopan to Haiti. 

'lha Honorable 

Tho Sacratar.r of State, 

lith nfonnco to rq talacru no. 216 of lonabor 

18 , 2100 p.m., 1941, rap0rUGC that no ahi-nto of 

cold h&YO been roceiftd in Haiti froa Japan and with 

reference to rq 4oopatch no. 272 of Juq 28 , 1941, eo~ 

oarnlnc Japanooe cro4ito in Haiti , I ha•• tho honor to 

otata that tho Yokohama Specie l!ulc, Ltd. otlll ll&intalna 

an accCNDt 1n tho llanqua llatlonalo do 1a lleJl'lbll.qua 

151 

d1Hait1, and that the balance n.,. to ito credit h $7,621.47 , 

reprooantinc tho procoedo of collection• for Jopanooe «<odo 

oold 1n Haiti. !here han booa no withdrpalo frc. thh 

account in recent monthe. 

:ru.. ss1.s 
m.wu 
.1. trua cow of 
t he •icn•d orlcinal. 

Cow:bJ•ll- 26-41 

lleoptottulq youro, 

llicllrar4 J, Sparlct 
Char&"' d'.t.f!airoo ad interia 
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•e'nc~ 

'!'be Seeretar)" of Sta\e preo ... h h1o cO>q>l.i.DeJI\1 \o 

\he l!oDOra'b1e \he Slcrl\&17 of \he !Nat111r7 Ul4 IIIClollo 

a 001'7 of 41..-tcb JJo. 1664, 4&\e4 lfo.,..'bll' 18, 191!1, 

fl'Oa \he Aloel'lcaa ~tlon, fiCI'01c&lP&o D. 0 ., l!ondmao, 

cono11'111nc co14 ohix-nh fl'Oa Japae \o l!o1141!.rao. 

lttlclollll'll 

ll'ca Lep\lon, 
!~p&, D. C., 
Dl..-tciL llo. 16611, 
...... bel' 18, 191J1. 
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lo. l6a 

IIL\Jeott Ool4 lllbi.l)Mah fro. J.,.. to Boaa.u.. • 

.t.Iliii.UL 

Sirt 

'rile IIMre\aq of State 

·~"-D. C, 

I bllft the bo110r to refer to the DepartMnt '• Giroular 

heft \een 110 reoent ohi~nh of cold to aonaarae froa ~-. 

lo..._, tra4e with J&J)I.A b&e \ .. ts at a otaa4aUll for 

b&Ye \een reporte4 to the Depar-Bt u the ..,BUilT f'•Drl•l 

u4 &OOIIOIIio reporh .w.itte4 \7 the LlpUoD. 

h.t'llrl ohi-h of col4 troa Japu will \e reported to 

the Departaent ......, tbe7 oocur. 

S5J..6 

lllltU8 
Cop7tha4tll/26/~l 

Job D. lntn 

153 
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!be ... ~\ar,r of State preaea\a bia oo.pli81Dta to 

the lloaora'ble thll Se~\ar,r of tbe !Nu~ aa4 truai\a 

fr• SiQppo~, nferrtac to nplaUoea probi'Utiae tbe 

illportatioo of all aterllac aotea Ill &IIIJ' .s.-s-uoe md. 

nqut•Uac t.h&t tb1l •ttar 'be •oact>t to tbe attlatioa 

of the 1'ar &114 IP7 Depart-ate aa4 111q otbtr COft~at 

aceuiea d.ltpatchiae reproaoatau .... tbrovcb llr1Uah 

torritoriea. Paraphraeea of tbia toller .. baTO 'bola 

buaaitted. to tbe 1'ar aod. .. ,. Departaaata. 

lacloouret 

Paraphrael of t•llcha 
tr• SiQppon, DO. 306, 
loYOcber 18, 1941. 

/ 
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Da\e41 

leo141 

Jo, 

• • ..... fll*' 'I 

!Minnwpothate ....... ·-·u. 10 .... 

lon.Mr 11, 6a01 •· a. 

;,l6 

• 
....,.. ao\ea lsaTa .._,lT liMa ,..._,e4 t• • ...._. ~ 

11lL1\e4 1\e\ea .U., ottl_.a Jlh.UC ......., l'nppore, 

!M7 han "!- ole to ~tala •alla&e 01117 ~ tat• ...... U• 

ot \IJla Ooaoalata hunJ. ... , \II& ~ ae ea au~ 

aaepUoa \o Use ...a1 nla, !!!bot ........... ot \ha .. aterllac 

aotea aalt that Use -.r ~' haa _...lae4 \ha to ~ 

~ h• Use 1o.1 at.lsorUlea to taa ,.ppro}llia\a atepa 

to prw- .._.._ ot rua. 

hobi~tU• oa ._,auoa ot narllAc aot•• 1a......,..; 

llriUalllllplre, Use~ Jllll'»> .. 'belac \o prwe&t t.1se 

....., hOII UI.IIC nn.q *!all llaa Mea .. taet 1A oca-

It h .acc"'" that tile tate DaJ'U'_, eblae t.1se 

... All4 lu7 ~h at aa:t otlser -c-1•• *lob _,. 'be 

•• .... :'t. 
• 
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.t.Mrtoaa clollar ... ~. •4 V&nloro Cllleeb - M ...-. d\boat 

cll.ttlcnal\7 or lllo...,..olll1-• Mire aacl \M J'an1p l:=brtr OOil\rol 

o\a\11 \ba\ ihh 1o tru aloo 1a lr1Uoh \orrito17 I.D \ba •­

lao\ .a£ ill& 111Wo lao\, 

Ia ol'dar to __ , otorUDc 0111'1't1t.o7 ilia ..aorttioo IMro 

llan aoii!M "-' ao ada~ palol1oU7 \o 111'• \o t1o1o •Uor. 

Copni!Ma U/26/'41 

\ 
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- ...... .,. 19111. 

CONFIDENTIAL 
Jtaciohre4 o\orllal ,...,....U•o of tile ""'"iJIC ......., ...,. u toU ... I 

loU to -..lo.l -·-• £1111,000 
Puellaa ... trea o-.l&l o__,.o CIO,OOO 

1M ,....~ ... 11'1. lak of Jw tolk npen ... u.a• u pvo~ouM. c&,ooo 1a 
rttelnerM ftel'llal trea .... _,...." ............ 

ap.a ...._, o'erllalll.eU o\uq a\ 'it,0)-1/2, ..a turo ..... ao ,....n.a 
lr-U••· 

tho ~ tree peoo rooo 75 pola\1 (3/141) \o rMOII a - Jo1cb ot .~. 

Ill low tork, o.looiJIC tu\&U_. for U.o forolp aan.aloo llo\ ... 'Mlw 
voro ao tollOWOJ 

... 
COU41u 4ollar 
Arc•Uao pooo (troo) 
:aruUla llllrolo (troo) 
Col•lllao pooo 
Muioa pooo 
, .. .,.oleallollnr 
Cll'Mil pooo 

Yo pvallao ... fl,OOO,OOO la p14 tr• \lwo ._,..... _, ot - CD\ro.l 
Jak ot , .... ~ lopalllic. 

Jo ..., colt ._ ... b wre ,....n .... 

Ill x.-4•, opo\ .... torwrcl oUnr rD&lllM a\ 2}-1/24 • ...,_'ftl..,, to 'ltz.&fl. 

tho frMA17' o pvobaao prloo tor torolp oUnr wu """lla«ocl a\ 351· 
lluq lll4 ll&nloa' o ooUl-' prioo tor torolp oUnr ,.. o.loo ~ a\ 
Jlt-J/'41. 

" .... u A>-,..,_., ·-· )iJ 
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BRITlSH EMBASSY 
WASHINGTON, D.C. 

November 25t h , 1941 

F.-.ROONAL AND SSCRET 

Dear wr. Seoretar1, 

I enclose herein tor 10ur 

personal and aecret i nformation a 

copt ot t he lateat report received 

trom Lo~on on the militar1 situation. 

Believe me , 

Dear wr. Secretart, 

158 

ver1 a1ncerel1 1ours, 

The Honourable 

Henr1 Worgentbau, Jr . , 

United Stataa Troaaur1o 

Washington, o. c. 

Regraded Unclassified
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01earor o& l~/2J on p•••••• •o Tobruk •1\b 

&roopo bU b7 &or~ troa otroren . olonror ••• 

\owo4 bJ c orllolos oo4ooYouro oro bola& oo4o •• booah 

hor o\ ~oroa Mo&PUb, Troopo &ronat orro4 hoYo boon 

lon4o4 o& 'l'obruk. 

Jlibl or 2J~24&b ~urtnc K-boo& olloak on 

lool cooal oon•or 1& o1lto ott Yoraou&b, Br1&1ob 

lonkor 572J lona ••• ouak on4 oao&ho r oh1p lorpo4oe4, 

! ooor\1a& 4oo\~r•r proboblJ aonk ono 1-boa \ oa4 

daaa&o4 \wo ol~ro, 

JoY- bor 12\h, !luoolan ou.baarlao 1. 21 aoor 

K .... rroo\ \orpe4oo4 \wo oh1po •••~•&•4 4000 aa4 

500() lODO, 0110 0 UAA, 

• 

!ILITAftX ' 

Mua1a. tYee\ ot uoaoow Oe.Nena •r• 
.. ta•ota1a& &heir o\~oa• opino& o•roac Ruaaloa 

r ula\aDoo. 

89X.U. 6 15 JTICI 

2} baalloro ooaOPlo4 b7 t1&bhr• oUaoko4 

too\orr in Jor&b or , ,. • .,.... all4aoa olal- oao bl\ oa 

l or,. .. rebaa\ oblp ott aou\b Jorwor . 

Jilb& or 2Jr4/24lh orproa180\olr 100 oircra r • 

4oopo\obo4 •• tollowo• Lorton& (~)I I DUnkirk (J7) 1 

Jlr oo& ( 11) . 

22 Hflb& belabor. oll4 Uurrtunoo oUouod on007 

11'1' ooaHnvo&ioo o& 111r 11uoia • 114 lorp col_. OD ¥1 

A4a Ao- ROOd. 100 YOhialu 1nolu41nl 10 tuol 

hoko 4oo&roro4 oad ro-.1 blooto4 , 4 lorr1eo on~ J &oako 

4 .. ,roro4 on JSoroo-llerao kao4 . lliib' or 22n4/2 }rei 

! ol11n"oao troa xol&o o&\ooko4 lloroo ooro4raoeo hi&o oe 
lNU4lop 11'1' •114 boob ~·· Regraded Unclassified
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G-2/2657-220; No. 552 11.1.0, , lf.D. 11:00 A, II., November 25, 1941 

SITUATION REPORT 

I. Eaatorn Theater. 

~~ Russian.. are attacking German posit.iona at Tikhvin. 

Tho :lermans are continuing their out-nanking at­
tacks north and south of lloscow and, at the same time, pushing attacks 
t o contain Russian forces west of the city. The southern attack haa 
roached a point 35 miles east ot '1\ll.a and '!epitan (55 miles southeast 
ot '1\ll.a), 

On the aouthem front, the Geman advances east ot 
Kursk and Kharkov continue, In the Donets Buin the German advance 
has reached the general line or the Rostov-Voronezh railroad, north­
east ot Rostov, Russians making strong coWiterattacka in the area 
northeast ot Artemovak. 

II. lie ster n Theater . 

Air: German sources atat ed thnt last night German bombers 
d&mafllld twOfai rly lar~ merchantmen sailing in a convoy oft tho Brit­
ioh coast and sank a British motorboat in the English Channel. Port 
installations on the British southeast coast were also bombed. 

llinor forces of R.A. P. planes t ried to fly into the 
German Bight and western occupied coWitr ies last ni$ht. Three of them 
were s hot. down. 

IU. W.ddle Eastern Theater. 

Ground: The Italian His!> COOIII&J'Id claims Axis success in 
the El Gobi sector, about 3B miles south ot tho town of Tobruck. 

Severe fighting is in progress in the area about 
Sid! !lezegh. Operation.. con ~inue in rear ot the Axis defensive posi­
tions in the region of Sid! Omar and Halfsys Paso. 

RESTRICTED 

• 
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Copy to Mr. SulU van NoYeaber 26, 1941 
10:50 a ••. 

Operator: 

HMJr: 

Cong. 
Elliott: 

HMJr: 

!:: 

HMJr: 

!:: 

Go ahead. 

Hello. Morgenthau talking. 

Th1e ia Congreaeaan Elliott, Mr. Morgenthau, 
ot California. 

Rov do 70u do. 

Sa7, I'•e had an idea i n the bact ot .,-head 
t or, oh, a couple ot aonthe, and talked to .,-
office force here and vbet not ; and I Juet wanted 
t o Juat ea7 a vord to 70u a nd aee vhat 70u thought 
ot the idea. Xou can give it eoae thought or 
reject it or a n7th1ng. I Juet - r egarding our 
tax etructure, and vhat t o do in the intereata ot 
national detenee. 

I'•e bad in ay aind 1! ve created a ealea tax on 
eYer7thing but f ood and ieeued - and have a ceiling 
on- be worked out- Yarioue iteme, and the aalee~ 
I mean the etampe could be iesued - tor an example, 
it eomeone would, eay, bu7 a twelve dollar pair 
ot a.hoea, the7' d pa7 a dollar tvent7 cent a tax. 
The etampa would ba 1eeued tor those and he could 
t ake the atampa, and vben be received t venty-ti•e 
dollars vortb ot etaape or t i tty dollare vorth ot 
ataa;~e troa hie bu,-ing power or a hundred dollars 
worth, he could purcbaae a bond v1 th thoae etampe. 
The GoYernaen t would haYe the uae or the aone7 t or 
a period ot ten yeare and at the end ot ten 7eare, 
t he aone7 vould revert to- the bond vould be 
rede ... ble t o the indiYldual t roa the GoYernaent 
at race Yalue, a nd that V&7 ve could perhaps get 
united support troa people ln auob a aanner that 
it would haYe a great etteot. 

Well, I get 7our idea. Xou' d haYe the ealee tax, 
but the person vould get lt 1n the tor. ot eaYlnga. 

That's rlght. It would - in other verde, it would 
be a f orced saving on the part ot our people. At 
the aame tlae 1t would turnl eh the Federal GoYernaent 
a lot ot aone;r. 
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Well, it'• a Yery 1ntereatinc idea and I'll look 
into it; and I'd like to baYe aoee ot our boJa 
41eou .. it w1 th Jou further. 

I would appreciate that, Mr. Morgenthau, and ••••• 

I'll haYe Mr. BulliYan oall on JOu. 

Yea. A couple ot weeke ago, I think, at that tiae 
I think the Vioe Preeident had an article in the 
paper eoaething about • • ••• 

Yeah. 

••••. but hie wae Juat on •• ••• 

81• wae Juet on • ••• • 

•• ••• lwrur1ea. But I han been thinking about tb.ie 
tor eoee t1ae, and I han talked to e0t1e ot the 
aeabere 1n the WaJe and Mean• up here - 1n tact, two 
or three ot thea - and a oouple ot other aembere that 
are not on the WaJa and Meana and are 1ntereeted in 
ieeuee ot that kind, and 1t appealed to thea YerJ 
auoh. I haYe thought about thie nuaeroue t1aee ••.•. 

Well •• ••• 

• •.. • how 1t aigb.t work. It a.ight throw the co­
ordination ot our Aaer1oan people behind the aon­
aent; and theJ would lulow that theJ were paJ1ng 
quite a tax, but at the aaae t1ae, tbeJ would know 
tb.a t ten Jeare henoe it would be redee-ble to thea 
and it woul4n 1 t be a lou to tb•. 

Yee. 

It a1gbt han a tendenoJ to help curb inflation 
ot our aoneJ aleo. 

It'• a •erJ 1ntereat1ng 
to get 1t and I'll tell 
I'll aek bia to oall on 

Thanke a lot. 

Thank JOU. 

Oood-bJe. 

ideaL and we ' re del1.gbted 
Mr. Dull1Yan about 1t and 
Jou and d1eouae it further. 
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RF TAXES 

Present: 

H.M.Jr : 

Sullivan 1 

R.I!.Jr: 

Sullivan: 

H.l/ .Jr: 

Sullivan: 

November 26, 1941 
11 •••• 

llr. Buffington · 
Wr. Groves · 
Mr. Terleau • 
Jlr. Foley • 
lolr. Kades , 
Wr. Sulli van• 
Jlr . Blough • 
lolr. Bernard . 
Wrs. Klotz 
Ur. Robert Yorgenthau 
¥r. White • 
J.!r. Haas , 

Well, John, where do we go? 

163 

Well, 
tiona 
yet . 

we are going in a lot of different direc­
and we haven't arrived anywhere at all 

Well, that is encouraging. 

Yesterday afternoon when the meeting in here 
was concluded, everybody ~ent to mT room and 
we started exploring a lot of different 
devices to solve our problem. We haven't found 
anything that solves it yet. We are trying to 
work up some sort of a scheme that will alleviate 
the necessity of lumping payments for t wo tax 
years in one yeor. We can discuss what we 
have hashed over so far if you want it . 

Yes, please . 

But we huen•t gone far enough with any of the11. 
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Blouc!u 

-·-
t• llaw IQ ooaolul... Go alle14, ao,. 
nth Ull ftret ou. 

1.61 

•llrlf J!1U wl~1 Ill'. SloretarJ, .. hen bea 
tll.h~ II&...Al.OIII U.U llae. low, ~UN are Jut 
a fn antereat ~ la 'IIIIJ.ob tbh oa be aoae. 
ft.h h • Mc-aoall probl• act there 1a a lot 
of ~ luoh.a. YDII are co1ac to ban to 
tabU cnat of tb tupqu a~ waJ, aad I 
..eae•t:•~al quutln h how to ao 11: leut . ~ .. --r ..a la tbe l ... t objeot1oaab1e ..aaer. ~ 

~. Wldte atvll tu ooateraoe). 

Qu a1teraath .. of oovae, h tU wltllho141q 
tu.; !ale 1d. tllllo1c11ac tu ae a o011P111ao1'7 a_artac 
1a ...,tlabc fa1r1J 41ffeNat, 1 tldat, la tae 
publlo ataa. 
'!'be 11001111 gmeral t;,pe of al tel'llatha woulcl 
be tu retail ealea tu. !bat .... to be 
tu llae aloq 11h1ola lflo. Wall••• ua ·~ of 
lah auoohtealaan beea thbkla&• W. talb4 
a'boa.t that. lllere are ,._ objeotlou, I tldllk, 
to that tat ..te 1t 1••• c1ea1rab1e tha .... 
of tb. othal'l. 

!be th.ll'll pou1b111 t7 woulcl be - •ll, • 
alreab an a ta:r 011 tu atatute boob that 
1• to ~. colleotect la •42. low, tlaat 11 a •41 
tu. • laan juat poatpoaea the '41 oolleotloa. 
WI are 1ett!Dg • quartu of 1t be pa14 u late 
u Deo.aber 15, 1942. low, 1t there wre •~ 
1111 of takiq tlae nht1ac tuu ..a oo~~pNula& 
th• lato 1942 10 that the 1941 ta:r would be 
pa14 la •42 ad thea part of the 1942 tu pa14 
la '42t. we aiuftt 11t thla lDOI"IIIId oo11eotlOD 
wblob the at •• 1nd1oate • •••4 without 
aotuallJ rala1nc tbe tuu OD the atatute boob 
at thh tl•, altboup w woula han to do 1t 
later. 
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H.V.Jrs 

Blouglu 

H.ll.Jr: 

Bloughs 

H.II.Jrf 

l!uer 

H.II.Jrs 

Haass 

1.65 

- 8 -

Jow, it i• that laet i4ta we were exploring. 

That waa aentiODe4 Jleter4a7• 

tu, ana we han been gollli onr that. JOw 
ae t• ~ lnoreaae4 inco.e tax, we ha~e erpiore4 
that so• 110re. Ve'f7 rough eatlutee or that 
OD the Randolph Paul ratee, which or course ien•t 
quite lair to .. ntlOD •~en1 because tbe7 can 
'6t i~~pron41 it Wll 0Dl7 about a quarter of a 
billion 4ol are, or 111Uoh three quarter• would 
be iD bonae ma about a - about a hundred ana 
eight7 ailliOD in bondl and 11nnt7 ailllOD in 
actual tax, but I wouldn't take that estiute 
aerioul17 becau11 •• can do better than thet 
if we cu\ the ex~tiODI and deductiaas down 
~e1'7 substantiall7. 

(Kr. Baa• entered the oonterenoe). 

Harold Gra~ea picked •• up at the houae thle 
aol'Ding and George U7 han the figures, but 
he Sa7' that the nwaber or ooap&Diea, the auaber 
Of people who are adopting the ~oluateer pa7J'Oll 
dt4uctlOD plan ia increa11111 just da7 b7 d&f• 
It h juat begiDDilli to roll. I han ukea hla 
to gin • eo• tiguru. I don't think we cracht 
to lon eight of that, what it a&f •an. 

Jo, it rou could reall{ get a big lot that 
wa7 it would cut down hue other thiDga. 

lJill, aren't fOU doing that thing'l 

Tea, thla month, Kr. Seo1•etaq, we will han 
the ealea through pafroll deduotioDI separated 
troa the others. 

For the tirat u .. ? 

The lirat tlat, 7t1. 

I 
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B.II.Jr: 

Barnard: 

B.lf.Jr: 

Barnard: 

B.li.Jr: 

BloU(b: 

Barnard: 

H.ll. Jr: 

Slough: 

Barnard: 

166 

-' -
'fell, Buol4 Grana M71 l t 1a jut 'btclllllliiC 
to roll and tiM tttlap tlae7 ban ftula cot Ia 
ltw tort - I waa .... ,a. There are oal7 twll•• 
hllllclrecl oo~~piDlea ill In Tort State that 
.-plo7 o••r fl•• bullartd people, ln tiM State 
ot In Tort. light bullarecl and flftJ of thott 
are ill Greater ltw Tort. T!atJ lint got the 
thiq ao the7 are golng to go after ~-

That OQght to 'be ebout right. 

How IIIDJ ban JOU got in !lew JerttJf 

'fell, the proportlone l'llll about the ..... You 
han got a large mmber ot n~plOJIII with a 
ca.parati•tlJ e.all nuaber o£concerne. 

'fell, the7 han got the thiac thea up ill lew 
Tort llOW that the7 think tii•J &1"1 going to 
contact eTti'J single one of the eight hundred 
ana n.tt7 in lew York Ci t7. I thiu aa we go 
along •• OIICIIt to - .. IOOil .. we get lllal nguree 
we G~~Cht to tate a loot at that. It we ooulcl 
get it on the TOlunher bade, nothing woulcl 
lll.lke u happier. That would be the real waJ • 
.An)'thing 1101'1 on the corpontlou' 

'It han •- 110re corporation oherte ill 
prooeu, but I think )(r. Barnard JUT han 
eo.ething .ore to report. I aa not eure that 
he haa. 

There ia nothing .ore to report 7et. 
ing tor Shere to get t ree ana we Will 
go Oil with it Jlto 

Shere' 

Be ll ill rq etatt. 

I aa walt­
etill 

You aeked tor eoubocl7 in the Bureau who wu 
perfectl7 ta.illar. Who wae he' 
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B.ll. Jr: 

Sullinn: 

H.ll. J'r: 

Sulllnn: 

H.V.J'r: 

SUlllnn: 

H. M.Jr: 

Blough: 

B.V.Jrr 

Blough: 
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I don't know who th•J pro4uoea. 

There b a .. ., ooalag onr tl"oa the Co.alulODer 
reoo~ndiDI three -.n, ana alao theJ ha•e -
the DD.aluiODer ng .. t. thla. When JOU talk 
about a un who h nrr good OD corporatlOill · 
JOU uauallJ talk about ao• aapect of corpora-
tieD work. Por instance, lt it h reorgenhatlona ' 
it ls Gate end if lt ia ao•thiDg else, it i a 
ao•bodJ ellt. 

!fow, he ude what I thlnk la a nrJ helptul 
augglltiOD, that n ahould han tllo -.n on the t 
jo'b: one of th• who h a aharpahooter who 
co~d look at a propoaal tl"ca lhe poillt of new 
of corporatioa counael end find the lool!:!ea, 
it &DJ, and then IAOther un troa the a h­
tratin point or Tiew of the Bureau. 

I aee. 

Jnd I think that probabl7 we had better tab 
the teaa he augeated. 

'1hat h all right. 

But when I get that .. 110 I will br ing it to 
70ur attenti.DD. 

But 70u '"• n are onl7 beginniDg in thia 
thing, end I can't get these reporta OD 
corporatiODI because I ha•en•t got enough 
staff. 

Well, I ha•e got a lot of figure• with •• 
)(1'. Secretarr. 

Tea, but I can't get th• because JOU ha•en•t 
got enough people to put on lt. 

I wouldn •t want to put it ln that light. 
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R.li.Jrt 

Blough: 

Barnard: 

H.M.Jrt 

Barnard: 

1.68 
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It ;rou - I don't know jut 

I .. an, there are a halt dozen thinga we ought 
to be able to .aYe on at the aaae tiae. 

W.ll, we are a little handicapped that wa;r. 

The thi.ng I ~·• on oorporationa, Kr. Secretar;r, 
h thla. It I had unlbal. ted tiu and ns gi. nn 
the job to do, I would aa;r there it one caae 
where I needed to h&Yt an i.ntiaate knowledge 
ot a nr;r large nullber ot ouea, not onr ill 
inco .. statiatica, or not a apeoialised know­
ledge auch u I han ot two or three t,pea of 
oorporationa, becau11 1 t 11 corporations all 
tha wa;r troa one end ot the continent to the 
other in Yariet7 and I don't know a thing about 
thea. 

Well Barnard, all right, tell me what ;rou want 
and in the next twent;r- tour houra I am going 
to moYe in on thla front as to ataff, because I 
h&Ye aat around now and it doesn't happen, ao 
I am going to moYe on it. But I haYen•t seen 
enough and U fOU put on a piece ot paper what 
;rou think ;rou want to look at, I would be 
delighted to look at it with :rou and aa;r, .. ell, 
this ae ... reaaonable," becauae the more I go 
i nto it the more I • cccdnced that ;rou can't -
That these corporations are different and fOU 
have got to h&Ye special treat ment tor special 
kinds and I don't think fOU can have one law 
whlch ia equltable to all. It will be too 
kind to ao .. and too harah to others. 

I aensed it to _,self and the others, when ;rou 
get down to the question of kind we don•t haYe 
an intiaate enougll knowledge of thea to know 
how a&nf kinde there are. 
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Barnard: 

B.li.Jr: 

Buffington 1 

H.ll. Jr 1 

Buffington: 

Barnard: 
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Jell, JO&rl lfO Oliphant &lk8cl, ID4 ho DOYtr 

lot it, ho wanted what ho oallocl a blueprint 
hhion onr 1D tho Intoi"Dal Ronauo whore 

we had a blueprint OD noP7 bportant oorpora­
tion and watched it aa tho7 ..ae •haDe••· 
AI far .. I mow, that n1 unr nt up. I 
•an, jutt • little handflll of picked pooplo 
that would watoh tho illportant thiD&I 10 that 
we reall7 would know. So it 7011 ut for thia 
tod&J, the head of that bareau can cou onr 
and I&J, "lfoll, what do JOU want to mow?" 
"Well, juat tell .. . Bore h what haa happ-a 
in tho corporate atr~~cturo of Genoral Jlotora 
during the last ton 7eara. • You would have it. 
For aoao reaaon or other we never cot it, but 
Oliphant had tbat idea four or five J8&ra •CO• 
hd Oil iDc11 Yiduala, too, But Jutt MCIUII 

.. haven't cot it, pleaee don•t be aatitfied. 

1 • not. 

hd don't heal tate to ult for 1t iD thia ro• 
becaute I aa not tatiefied either. 

Kr. seorehr7, tight not a MD like .l.l'thur 
.lluderaOD, of Arthur Allderton and Co~~panJ, 
the aocoUiltant, who hae prett7 broad oonrqe 
in tJP•• of corporatione - -

a had hia in here • few ·weelta ago. 

I mew he wa1 in here for a couple of d&JI. 

I thillk that 1a a nr7 good IUUtltiOD, ll'thv 
.Aoot!eriOD and one or two other• ~mow the behaviour 
in the different ltiDda of oorporatiou probabl7 
aore inti .. telJ than &111 other t.rPe of people, 
btoau10 tho7 are working w1 th thalr aoooUDta. 

It JOU had uthur hder•on and thia aan who 
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teaches accounting at Northwestern UniTersit7-
what is his n~? We had him in here before, 
He not onl7 teaches but he has got about a 
hundred ana fift7 small businesses that he 
services himself. He is the head of eocounting. 

I know who you mean. 

6 German name . What is the fellow' s name? He 
was in the NaTJ during the world war. We had 
him down here. He reTised a7 dail7 statement 
for me , much to the objection of eTerybod7, 

(The Secreta~ held a telephone coniersation 
with Kr. Bell). 

Hinmelblau, that is the man. 

Of course the7 are no substitute for the 
other unit fOU spoke of. I think that ia 
a different t7Pe of unit. 

Oh, no, but we need more people. 
is the man. Do 70u know him? 

No, I don't know him. 

Himmelblau 

tell, he is dean of accounting, and then he 
has his own - he has his own busineu, and 
the7 are all aaall businesses . He has a busi­
ness where - he has a hundred or a hundred and 
fift7 accounts. Were fOU here when he was 
here? 

I met him and I think his type of experience ia 
almost unique because if you get Anderson or 
George Va7, they know the big ones, but they 
don't know the little ones so well. 

Well, Himmelblau knows the little fellows, 
because his accounts are all small businesses. 
If 70u are going to bring them in, I would 

. 
• 
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bring in the fellow 'llho does the big ones and 
a man like Himselblau who does the little oa••· He both teache1 and has his private 
business. He was recommended - Hlmmelblau 
waa recommended b7 Viner. He is ver7 good. 

I think we oan get quite a bit of help !roa 
the SEC on thia, too . 

Well, we 1.1'8 go1ag to ht.n to IIO't'e . 

I think "No• h the ana .. r on that, on the 
SEC. You see, thia probh•, )(r, Secretar7, 
is onl7 partl7 - it onl7 partl7 grows out of 
our ignorance. It 110stl7 grows out of the fact 
that fOU have such a territicall7 co~~p.licated 
situation that no wa7 you aet up fOUr excess 
profits tax can ron reall7 do what 70u want 
t o do, and we have gone O't'er the ground at 
terrific l ength and studied the situations 
carefull7 in the prooess of the original 
exceaa profits tax act. I think we could 
to 't'ery good ad't'antage do what 70u auggeat, 
and we han been wanting to do that sort of thing 
on indi't'iduals, estates, corporations, and 
nerything else, ana I think it would be an 
excellent idea to ha't'e that de't'elop.ent of 
in fol'll&tion, but I frankl7 doubt whether 
we get out of it a real17 satia!actor7 plan 
on excess profits. 

Well, now look, ho7, I want another half 
a dozen charta . I want three or !our charta 
a d&T on three or four co!lpaniea, just the way 
you did with Coca Cola and ,_erican Car and 
Foundry. 

I didn't know you wanted to take thoae up today. 

I want to be fed three or four every day. 

We can easil7 do that for you. 
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It George can handle it . Can you? 

Yes, sir. 

172 

I want three or four a day and I don't want 
aey fooling. 

That is ea~, but there ia much more intimate 
knowledge that we need besides the informa-
tion on the charts. . 

But feed me t .hree or four a day. 

I hope you will have a little tae to spend 
this morning on the idea which was erpanded 
this morning pursuant to your suggestion of 
yesterday, because I think moat of us in the 
discussion yesterday morning felt that that 
was a way out for one part of the program, 
and I think that there is a good deal that 
can already be said on it for your considera­
tion new. 

What is that, Harry? 

Well, the proposal to pay taxes that would 
normallr fall due in the spring of 1943 cur­
rentlf during 1942. tro increases in taxes, 
but merelY some portion to be paid during 
'42. It had aaDf of the advantages of the 
withholding tax that was originallf suggested 
and didn't have most of the disadvantages and 
the thinking has gone along far enough, I 
think, to raise for your consideration some 
of the aspects of it, so if you have some 
time-- · 

I have got the time. Anybody can proceed. 
I have the time. 

Go ahead. 

No, go ahead, it is not mf business. 
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Well, appanntq the probl• 11 this. We 
are going to need to atart talti.nY. Ter-r 
substantial &DDunta ot additional tax 
oolleotione. I think that ie the basis 
we haTe to start from. It that ia not eo, 
then we are wor!'7ing about a lot ot thing• 
we don't need to worrr about, and we oan 
•it and let thia tax bill tab ita regular 
oourae. But it that h eo, then we han 
to begin thinking about how oan we get ln 
in the fiscal rear - I MID in the {ear 1942, 
11nral llilllon dollars 110re 110nq han will 
coae in under the preeent law. 

lfow, here ia one proposal which lligbt be 
worked out. Step up the figure ot indindual 
income tax return• from llaroh 16 to Febru1!'7 
15. Instead ot allowing tout' quartel'q 
installments tot' the p&1lllent ot taxea, which . 
is the pt'eaent pt'oTislon, pl'OTide tot' the · 
p~ent in six monthlT installments, begin­
ning Feb1'U&17' 15 and ending JulT 15. OD 
Juq 1, begin withhold1J18 the tlrat t'ate 
bncket, which at the preeent tlae la ten 
percent aDd which llight before that tiM be 
raised aboTe ten pel'cent. st&l't withhold!JI8 
the first nte bt'aoket ot 1942 income tax. 
fithhold that through the l'Ut ot 1942. 

OD Janua1'7 1, 1943, aon lnto a tull with­
holding ach ... on the inoOM tax in eo tar 
aa it can be withheld. Clean up rour 1942 
tax liabilities in the til'et three Ol' tour 
months ot 1943. 

Now, you would need quite a nuabel' ot gadgets 
to induce earlY p.,_ent by people troa whoa 
rou oan•t withhold. You would pt'obabq need 
some interest or deduotione Ol' additions, 
but that aubatantiallT h one plan by which 
rou oould push into 1942 eenril billiondollara 
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aore .01117 than ft otherwiH will rt with­
out puttiDg on the. etatute book• a thia 
tiM a new additional tax. 

It would have thia &d'fantage, that once 70u 
got into the new 17atea, rople would be 
pqing ourrentlf, at leu the great .... of 
people would be pqing currentlY inatead of 
pqlng the next 1ear. .rhq would tie pq111g 
in the 7ear when the1 had the incou. !he1 
would not be aubjeot to tha "'1'1 lll'ioaa 
problea that ia going to oou 'llhan iDe~ 
atarh falling off. You would hrr1 a aore 
flexible 11•t• in that 10u could incrMae 
and decrease rates if neoeaa&J'1 during the 
7ear in order to aeet ohanr.s in the situa­
tion. You would haTe one ax and not two 
taxes. The difficulties are that on the 
one hand 70u - or here ia an experillent 
70u are making but 70u are not making it as 
an experiment. You are taking 70ur 'llhole 
income tax and risking it on the eucoess of 
that experiment. That perhaps isn't too 
important. You han also the taot that 
people haTe been anticipating all of 1942 
to pa7 their '41 income taxes in. You 
auddenl.T 141, "Well, in '42 70u are going to 
haTe to~ a lot acre.• If their objeotion 
ia to pqiug a lot aore ln '42, this la no 
better- than &D1 other 11atea, but it does 
offer the rsslbillt, of aqlng to the II&D, 
"We are no illpoalng a heuier tax on TOU 
for '42, we are doing 1ou a fuor by getting 
70u caught up to date ao that 1our tax h 
paid in the 7ear in which 70u reoei'fe the 
income.• 

Mr. Seoret&J'1, he has added a few compli­
cated wrinkles that ••· didn't diaouaa. It 
•1 be all right. I think he probablf just 
forgot to mention one important advantage 
which I aa sure he would think about. He 
would 1111ntion it sooner or later. That h 

' 
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that 7011 uecl not pt the whole ot tha 
tu .. which ue 4ue 1n •.a 1n •u. !hat 11 
perteotlJ flexible. !be 41IOU11ion Jtatera.,, 
Bo7, nm•t 1t 1Jl hl'IU ot 1-thlJlg le11 -
eub1tant1all7 lt11 than the tax 11h1oh •• 
due1 10 JOU can .,.,, up u graduallJ a1 7ou 
willl, &I JOU decide 11 polltlo md eoonOilioallJ 
dt~lrable, aDd that th11e pqunh don't 
btglJl until .t.prll 1, 10 tbat 1t po1tpon11 
the 4 ate of the a441t1onal pq.at? 

Weill I changed tha v1Dkle oonllbrabq aDd 
bad t beglJl .TulJ 1 1D1tnd of .t.prll. 

WeB., I 414n't reooglllse IOM of the n .. er 
111'1Dklll. 

We went oTel' the other and thia ..... a a 
110re workable 171tea. 

There are .. aentlallJ two alternathn 1Jl 
thi1 doubalc '!'P r4 1Jloo• tu oolleotlona. 
~· 11 to let-JOUr lJlatallJUnh for '42 
on '41 tu11 go juet u the7 are now and 
1Jltroduoe 1Jl addition thereto a oollaotlon 
at aource at the 1 ... t1• ot '42 tun. 

!be othar h to I&J, .. ell, P'.:e· don't 
want to pq two tun at tha -u ... • 
Let' 1 oa.pre11 and 1peecl up '41 colleot1on1 
and then 1tut 1Jl w1 th '42 a a 1oon u the 
•n 11 out of the -.,. 

There are two alternat1Tel tor doing the 
I&M thing. 
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Well, at thia atage I would aq it 11 a 
illttreatillg idn but I would like the nrioua 
peopla to falk about it aore, 

Oh IU!'Io 

I thillk that the thillg that Paul raised 1••hr­
da7. it we can adopt a tax bJ 1p11d111g up 
ralher thall haTing two aeparate taxes, tbt 11 
what this la, 

Be ... mch 1Ja fuor of that, 

I th1111c it h worth while exploriJag it Wltil 
ac~~~boq nn, well, theJ doi't lib it. 

It hu thia added adnatage, Kr. Seoret&1'7, 
You doll' t han to ao it 1i 0111 Jl&r or JOU doll' t 
han to c1o it ill two Jlare, It IIIOIU&1'7, 
to l'llieTe the preaaure that could be apread 
OYII' aa liWIJ al thr11 Jl&rl, but ITIIItuallJ 
JOU get oaught up. 

low, the lo .. of l'ITeiiUI 11hm th11 boca ada 
11 goi.D.,g to be tr-doua beoau11 the people 
haTe a&ae large 11101111h of ••11 which thq 
will 11ot be o'bllced to ~ 1111t1l the follori.llg 
Jl&l', ud thq jut wca t han aJ11 -•1• 
Of OCIID'II it will jut haYI the tppoaite lffeot, 
Su, 'llhlll thie ~ h onr, if{: purne 
thla, JOU will han eate11 up the 11 when 
the peace oca11 ud the JOU will han 11ot 
11t up U7 1'1111'1'1 with the people through 
foroea aaTillga. 

Du ud I wmt through thb thillg lut apriag 
IJid he waa 11ot n1'7 i'uorabl7 dhpond to the 
idea at tlat tiae. I th1111c that waa - of 
the l'eaiOIIIo 

11he11 that tiJae oca11 JOU oan atretoh the 

Regraded Unclassified



B.ll.Jr: 

White: 

H.ll. Jr: 

White: 

H.ll.Jr: 

Sullhm: 

B.ll.Jr: 

Blough: 

H.ll.Jr: 

Sullinn: 

- 15- 1.77 

aooordillll the other n7, it JOU lllte. laat17, 
that whel'eal dUl'ing ti:a11 whea 7n ftllt to 
abaol'b pUl'ohaeing pown JOU han th• pal 
OUl'l'entJ.T it thel'e 11 no better ft1 op• w 
J0\10 and rou ftllt to gin tha un P!D"ohalbi 
power, all you do 11 to pn tUa a Uttl• 
longel' tel'll in lhioh to PloT it aacl7011. lftiiiiM 
your Ol'iginal etatus, 

But 1011 will han te 11dp a whole~ nthollt 
1.11T l'eTenUe o 

That would prt~uaablT be the in.t. I thotlbt 
it na just what JOU would waat te a. • 
. b lllllg u we know what n ue do~ng. 

In ethel' wordli you woula waat to borrow at 
that time in p ace o! tax. 

Well, keep after it, boy1. We will keep 
going do1111 one 1t1'11t and when you ocae to a 
&lind alley t1'7 anotbn one, Do JOU wmt to 
get fid ot that publioit,r tod&J? 

I would .l.1ke ""11'7 11111oh to. 

Let the11 people han a look at it. 

I woDcl&l'ed wbethel' rou wanted to explol'e the 
1ale1 tax at 1D7 tlae, 

Yu, we can keep acTing• I don't wmt to do 
it just now. Vi'hll'e 11 tbi1 goi111 to go, John? 

EYe1'7Whe1'e. (lndioating poeter1.) They intend 
to han about th1'11 bUDdred tbou1and o! tbe11 
c!eted up in the til'lt place} to be put in 

1 and p&l'tioularly to be 111111g outlide tu 
PI1M•hr' I mdowa, 10 wun peopll get theil' 

r1 they can 11e Juat what thi7 ue up against, 
think that tbi1 poatel' here dtaealtl'&tel a1 
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well aa 1\ oan be dconstrated the ailllplioit)" 
ot t1111Dg out the simplified retum • 

!here are just six operatiODs. The man !ille 
in llia - and aaareu, the ..... ot hh 
dep•dutl lda salt17, lli• Una..na. 1t 
u:,, adds lh• topther, 4ecluoh tor hil 
dependents, and tlllt gina h1a 1111 taxable 
i noCIIIe. Then he loot1 '"" oa the other aide 
ot the sheet, into the bNont ia 11bioh the 
taxable inCCIIIe falla1 md OTel' here i t ahow1 
the tax which he writes dcnm there. 

There ie no explanatiOD o! those nlllbera Clll 
that page. 

There ian' t &nf explanation o! the nlllbera OD 
the page. There waa on this poater, whioh 
sa;ys, "Your name and addrus and oooupati011, 
;your depandents, list your inoome, aubtract 
rour credit !or dependent., inaioate ;your 
fllli}J' atatua, read 7our tax direotl7 !rom 
the table . • · 

You ought to have some wa7 o! explaining what 
those numbers are. 

It {ou care to read it, I think thia ll&kes i t 
pre cy erldent. 

I wouldn ' t get it up without the explanation. 
One is 7our Jl.&llle and adareu. 

That ia right. 

Two, ;your depandents. 

That is r ight. 

I think ;you ought to ban that in there. That 
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is the only difference, i sn't it? 

That ia the only difference, yea, 

179 

I will tell you what I would like you to do. 
I will tell you who I would like you to try 
it out on, What are those fifty students, Bob, 
11ho come dovm here studying Government? 

They are internee . 

It is a public administration group . 

There are fifty of them, aren' t there? 

Mr. Reining's outfit. 

i\ho runs that? 

Reining. 

I wonder if some of tham couldn't be gotten 
together, just half a dozen of them. 

They are an interesting group but not a 
representative group. I think if you got 
fifty clerks and stenographers and got their 
reaction, you would find out what the average 
person looks at and sees and doesn't understand, 

Of course, what we need is ~ what is the 
man who does this sort of thing, aptitude? 

Johnson O'Connor. Do you know him? 

Where is he, Pratt? 

Stephens. 

Johnson O'Connor. Do you know him? 

I don't know him but I know a good deal about 
his work. 

It shows rillat you are to fill in . 

But if you look here it says, one, your name 
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&nd address, two, your depandents . I wiah 
that could be included. Have you tried 
that out on any people? 

Yes. 

Any clerks? 

In my office, that is all. 

WhY not try it out at )'Our press conference 
ana let the reporters see it . 

Of course fOU have to remember that the 
fellow ian t going to have this poster when 
he fills in tliia return. 

Why not? 

Because the poster is in a bank somewhere. 

Well, it is the same thing as they have outside 
the voting booth in New York State to show 
you how to vote. Wh1 can 't he have one of 
these to go in? 

One of t hese posters? 

Yea, wey couldn't he be handed one? 

You mean send one o! these posters to evecybody 
who files one of these returns? 

Why not? 

Twelve million of them? 

Why not? 

It is very much simpler then the instructions. 

-
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There will be inatruotiona with the form 
that explain all this , 

But thia ia graphic, John1 and the othe.r 
is jus t reading. If you nave got something 
that a fellow can see in chart form --

We are sending out forty million of the other 
thing. I mean, I think this should go with 
it. If you a.re asking me, I vote for t.hia oae, 

All right. l'lell, then, we ouldlt to send this 
along. How do you like this last line? 

Don' t like it . What does it mean? (Laughter) 

You fill in six items in five minutes and 
pq your taxes, 

Time saved is - -

That is unnecessary. 

"A stitch in time saves nino. • That is what 
you are tr7ing to aq. 

"1 stit ch in time saves a dime. • 

"Builds a bomber. • (Laughter) 

Well, i! you are eaking me, I don ' t know what 
the other -- I would vote for this one, 

That i s all right. I mean, it ia minor, 

Is that all you want out of me? 

Yes , 

I think it ought to have John 'a picture sanellhero 
on it, on the back, maybe . (Laught er) 
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Take the one out of this - you ought to all look 
at this issue of ~ssaohusetta Industries.• 
There is &Jicture of Kr. Sullivan in there 
th&t is r• ly 'a beauty. 

All right. I think, though, definitely Buffineton 
you ought to get in on this thing. ' 

This is k1a job. 

This is bls job? 

Well, I me&n this na at&rted before George 
took the other offer, but it ia his b&by. 

We are working together on it. 

When they talk three or four - if it is any 
good, George, I don't see why anybody shouldn't 
h&ve one when he goes into the booth. 

He doesn't go into a booth. 

I know, but wherever he goes. 

Your round t&ble idea over the radio would 
seem to be ide&lly fitted for sever&l weeka 
before people have to fill in their income 
tax end let a group of people ait around end 
actually fill out one of those over the radio. 

And tell the fellow, "Get out your bl&nk and 
follow us . Now, you just follow us with a 
bl&nk in your hand ani!. we are going to go 
throui?P this thing. • 

That is right
1 

and also h&ve a movie at that 
time. (Laughter) 

.And serve lunoh or something. Th&t would be 
ailly. 

• 

. 
• 
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! fiTe minute moYie short would do it . 

I thinlc thq are right, ill right, gents. 

How about thi• Trea•urr Deoision? Do 7ou 
want to talk about that? 

lllat· Treaaur7 Decision 11 that'l 

~ ex~~~~pt corporations filing certain 
1nf om a t1 on , 

Whf do I han to do that todq? 

No reason at all, exoept llonda770U wanted 
it T••terd&T and 71Sterdar TOU wanted it 
toda7, I am just protect ng Sullinn. 
(L.ughter) 

Come in at a quarter of three . 

All right, and I haTe got a lot of other 
things. 

Quarter or three . 
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NoYember 19, 1941. 

Dear llr . Secret&J'71 

I wae •ware this 1110rning that I had A/(llin incurred your displeasure. 
I'~ arraid that t his time, it the t rouble i s what I think it is, I'm at 
toult. .Uth?ugh God knows I should kno" better by t his time, I did let 
CI)'Self set drawn into a "background" discuseion Of the tax program with 
Pea ratter or the A. P., wherein, while aupportin~ the need tor addi­
UoMl taxes , I said I tbowtht that the pro~am obould be more compro­
benslvs than Jus t the 15 percent withholding tax, that I was uncertain 
wllat the •pp• was , and that 0110re time was neceaaary to studr the degree 
to which non-fiscal alternatives could be uti11zed. I suspect he aay 
have sene back to you and pla.yed up our differences. 

I realbe now that it was i.aq>roper to indicate &liT disagreement to 
a nf"tpaper aan, but I 1m afraid that when I saw him I was tee~ a 
u t n e ruenttul that you had cOilldtted yourself to a specific t ax 
proposal when I was under the impression that 70u wore merely sol.ng to 
dbcuu the need !or taxes. I spent all lf1l/ time with your group on the 
teehniclll question or the •gap" and none on tho tax program, and thou :ht 
there would be time for a further discus eion of apecl!ic taxes . I 
roaUte this is only an explanat ion and not a valid excuse. 

The only thing I can say is that I am distressed and that I have 
given inatruct ions t hat I ' m not in henceforth to financial newsme.n. 
I have s aid nothing to the President about taxoa. 

l ours regrottul.l7, 

Honorable Henry llorgenthau, J r., 
Secretary ot the Treasury, 
WathinRton , D. C. 

,, 
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DEPARTMENT OF' AGRICULTURE 

WASHINGTON 

8o,.~bor 25. u u , 

Tho Honorable 
The Secretary of the Treasury 

Dear llr . Secretary: 

I appreciate your letter or Nove"ber l2 en<:losl.ng a cow 
of the new ciroulAr about the Tax SuiJ!Sa Notes . I tn1nk 
t hio is a vary good idea &lid one t.hat will belp spread out 
tho tt~:rmont of income taxea =re uniformly ~hout the 
year, especia1ly for large t&xpayora. 

Fanners , who hnve the major pe.rt of their inoo111e at harves t 
aoaeon , should find it especially helpful. 

Somo agricultural producern, such us those who soll milk, 
might he oidod if the inc~ tax a:yatem wore adjuot od so 
ue to collect income monthly, aa ouch in como is obtained, 
inatoad of annua1ly or quarterly na under the present system. 

187 

Sincerely youra, 

rY~ck ;f? td;y/fV'lt! 
Secretary 
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THE U NDER SECAETARYOrTHC. TA[ASURY 

W A SHt N OTON 

November 26, 1941 

TO THE SECRETARY : 

For the past three weeks representatives 
of the Treasury (Haas, Murphy 1 Lindow, Morrie , 
Heffelfinger , Hadley and Be llJ have been dis­
cussing with members of t he Federal Reserve 
Syst em (Ecc l es, Ransom, McKee , Goldenweiser , 
Piser, Sproul and Rouse) several quest ions con­
cerning the Treasury financing program . There 
is attached a memor andum prepar ed by Messrs. Eccles, 
Soroul and Rouse , which memorandum has since been 
approved by. the Executive Committee of t he Open 
Market Comm1ttee of the Federal Reserve System. 
The Committee is particularly anxious that you 
r ead this memorandum and i t s comment s so that 
you will get its program as a whole rather than 
split up as I had originally contemplated in a 
memorandum that I had pr epared and submitt ed to 
the Board . 

The following are t he Treasury comments 
on t he points ra ised in t his memorandum . You 
wi ll note t hat we are in agreement on some of 
t he points and on others we are not prepared to 
make definite recommendations as yet . 

"1. To promote t he sale of long-term 
cash issues dir ect to ultimate investors, 
the Treasury shoul d: 

(a) Give subscription prefer ence on 
long-term market issues to insurance 
companies , savings banks , etc .;" 

Treasury Comment : We are not prepared to give 
defini t e pr efer ential treatment on subscriptions 
to our long-term market i ssues . We did, however , 
discuss this point at the Atlanta conference and 
have under consideration a plan which would change 
the basis for entering subscriptions to a certa~n 
class of subscriber s in order t o effect uniform1ty 
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throughout the System and make policing more 
effective. In this connection we have under 
preparation a revision of the Kay 27, 193& 
letter on Treaeu.ry financing problema which 
you sent to all banks throughout the country. 
We also are preparing a memorandua which the 
Federal Reserve Banke as fiscal agents could 
use as the basis !or subscriptions from certain 
classes of subscriber s . This formula aight per­
ait organizations such as insurance coapanies, 
mutual savi.ngs banks, etc., larger subscription 
rights than heretofore , and it might reduce sub­
scriptions from that class of investor generally 
considered as free riders. 

"(b) Offer a non-negotiable tap issue 
(further extending the series of tap 
issues which now includes Series E, 
F and G of Defense Savings bonds) with 
a 2 1/2~ coupon. Such an issue should 
have appropriate limits on its nego­
tiability,. on the classes of subscribers , 
and on the amount available to any one 
subscriber . (I! this were done, tnere 
would be no necessity for considering 
an increase 1n the limit of purchases 
of Series F and G Defense Savings bonds.)• 

Treasury Comment: This may have possibilities for 
getting insurance funds, pension funds , labor union 
funds and other siailar funds about which we have 
received a good many letters, invested in Government 
securities . We in the Treasury are not yet ready to 
recommend this to you but we are studying it. 

"2 . In so far as it is necessary to use 
bank credit in financing the defense program, 
new money shoul d now be sought from banks 
witn short-term issues--bills, notes and 
bonds of maturities not exceeding ten years . 
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(This does not mean , however , attempting 
directly to exc lude banks from subscr ib­
ing to longer term issues.) 

(a) The total amount of bills out­
standing should presently be increased 
to an aggregate of $2,600,000,000 or, 
on a 90-day basis, weekly maturities 
of $200,000,000;" 

Treasury Comment: This seems to be a good objec­
tive , but it should be approached as circumstances 
justify it . It is not believed that we should 
follow the present $200,000,000 weekly offering 
throughout the thirteen-week cycle, but that as 
soon as our cash posit ion will justify it, we 
should drop back to $150 ,000,000 a week and then, 
when we have completed that cycle, which will be 
on January 21, 1942 , give consideration as to whether 
we should begin t he $200,000 ,000 weekly offering. 

11 (b) is a subsidiary of this proposal , 
consideration should regularly be 
given to issuing additional blocks 
of bills to mature in the three or 
four days following the quarterly 
income tax payment dates . • 

Treasurl Comment: The Tr easury has had this in mind 
ir then!ormat1on we hope to get seems to justify 
it . It is planned to have the Federal Reserve Bank 
of New York and the Federal Res6rve Bank of Chicago 
contact some of the large holder s of tax notes to 
try to ascertain what their intentione are towards 
turning in these notes on t heir quarterly taxes due 
in March . It may be that some of them wi ll not turn 
these note in but wil l use the then available cash 
to pay taxes and will hold the notes for a later tax 
payment date . If this is done, we may have to provide 
for some bill maturities between March 15 and 22nd in 
order t o put excess cash back in the market . We could 
pick up the cash thus lost as the regular offer ing 
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date comes along later. This procedure can even 
be adopted as late as January and we could, as a 
matter of fact, issue bills even for thirty days , 
providing for their maturity in the March period. 
In addition , we could offer the privilege of pay-
ing for Treasury bills during Karch through War 
Loan Account . Although cumbersome, we could also 
r edeposit income taxes in several selected depos­
i tories. Another method, and one which would work 
smoothly , would be to run overdrafts at Federal 
Reserve Banks beginning about Karch first , selling 
one-day certificates to commercial banks to cover 
such overdrafts until the taxes come in in sufficient 
volume to retire the certificates and restore our 
balances . These operations could be concentrated 
in New York and Chicago if found advisable. 

"3 . ' Rights' should not be el iminat ed 
at this time , but their importance and value 
should be reduced, over a period, by the 
financing program which is fo llowed. This 
progr am , as it developed, would constit ute 
notice to the market of the treatment to be 
given 1 rights . 1 

"4 . Related to the above r ecouendation 
for the deflation of 'rights', is the recom­
mendation that refunding issues be separated 
from cash i ssues and confined to short-term 
obligations--not over ten years. (Separation 
means separation as t o the securities offered 
and not necessarily separation as to the time 
of offering . ) A program for near-term re­
fundings is suggested. " 

Treasury Comment: The Treasury fee l s that the r ights 
should not be eliminated . Steps can. however, be 
t aken to reduce their impor tance and value over a 
period of months by the f inancing program to be 
f ollowed. This can be accomplished to a certain 
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extent by separating the refunding issues from 
cash issues wherever practicable and by confining 
the refunding to obligations aaturing in that period 
where banks are more likely to subscribe (not over 
ten years) . This is on the theory that moat of 
t he maturing issues are held by banks and if we 
offer a security in exchange which ie the type banke 
ordinarily keep, it would not present a market 
problem. It would also enable the Treasury to price 
the issue more closely to the market, thue reducing 
t he value of rights. 

"5. In order to diminish 'free riding' 
and to promote the sale of securities to 
investors or to those inatitutione which 
perform a real underwriting function: 

(a) The down payment on cash sub­
scriptions should be increased from 
10~ to 25~;" 

Treasury Comment: The Treasury agrees with this 
recommendation. It should act as a deterrent on 
free riders who have to borrow money in order to 
put up the initial cash payment, and we feel that 
it would not hurt the permanent investor . 

"(b) The Treasury should reserve 
the right to accept oversubscrip­
tions up to 25~ of the approximate 
amount offered. " 

Treasury Comment: The Treasury has followed the 
policy of t8king apnroximately 1~ over the amount 
offered for so long. that the market has automatically 
added 10~ to each offering in order to arrive at the 
total volume that would be placed on the market. In 
the Liberty Loan offerings we did r eserve the right 
to take in one case , as I remember, 5~ of the over­
subscriptions and in another case 1~. Since that 
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time I do not recall any case where we have re­
served the right in our offering circular , but 
t he 10~ rule has just gr own up , This might be a 
desirable thing to do at some future time , but we 
in the Treasury feel that this should not be done 
in connection with the December financing. It 
might add some uncertainty to the market . 

"o. There should be increasing pressure 
!or the sale of Defense Savings bonds, par­
ticularly through payroll deduction plans.• 

Treasury Comment: We believe that the sale of 
Defense Savings Bonds should be increased through 
whatever method is deemed desirable by the Defense 
Savings staff . 

General Comment: While there may be some 
changes in Treasury procedures that are desirable, 
i t should be bor ne in mind that we have an enormous 
program ahead of us . Great car e should be exercised 
in making these changes to see that they do not in 
any way interfere with the success of a Treasury 
issue . 

. 
• 
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F'EDERAL RESERVE SYSTEM 
WAS HINGTON 

Honorabl e Daniel 11'. Bell, 
Undt r Secretary of the Treasury, 
liashineton, D. C. 

Dear llr. Bell: 

AOOa 1 • a OrnC IA4 Coaa~~:•~OHOI.HGI 
TO fMI. a OAJIO 

November 24, 1941 

Tho executive committee or the Federal Open llarket CooGdtteo 
=et thio afternoon to disc;uas )'OlD' 111<11110rand1a on Treasury firw>citlg, 
which you sent to its individual .. ~hero under cover of ;rour letter 
of Nov caber 19, and also diacuased the H~~Drand\D on tho same subject 
prepared by lleaors . Eccles, Rouae and coe, which we have studied with 
you and oomo of your associates durin& tho past three weeks . 

Tho executive co~ttee !indo itself i n agreement with all 
of Lho individual it,...., in your memorand\1111 which you have recor.mended 
t o tho Secretary o! tho Treasury for immediate acti on, that is , before 
the December financing. 

With respect to the items which you etated Treasury repre­
sentatives would like more time to stud;y, tho executive committee shared 
Lho views heret ofore expressed by llessrs . Eccles, Rouse and me that cer­
tain of these it~ should now be included in tho pro&r&O of ~ediato 
act.ion. Theae ar• : 

l . Tho Treaaury should orter a noo-nec<>tiablo tap issue 
(furthe r extending the aoriea of tap ioauea >hl.ch 
now includes Series E, F, and 0 or Defense Sannes 
Bonds) with a 2-1/2 per cent coupon. Sueh an issue 
111cht run for 20 or 2~ yearo !rom dat e or purchase, 
be redee&ble at face value with an i nterest adjust­
ment (as with Series 0 bonds) on oix CIOntbe' notice 
a fter bond has been held for one yur, and be eligible 
for purchase in amounts up to $1,000, 000 i n total or 
in &"f one year by individuala , corpora tiona, et cetera, 
i ncluding commercial banking inatitutiona which would 
be permit ted to subscribe on aomo boeis related to the 
amount ot time or savings deposito held. 

2. The Treasury should reserve the risht to accept over­
al>bacriptiona up to 2~ per cent of tile approximate 
amount ot offerings ot s ecurities . 

Regraded Unclassified



- . 

Honorable Daniel 11'. Bell -2-

3. The total amount of Tr easury billa outet&rdinc 
should preeently be increased to an -agregate ot 
&2, 600,000,000. 

4. Consideration should regul.arl.7 be Biven to iesuinc 
additional blocks of Tre&aucy billa to uture in 
the three or tour days following the quarterl.7 in­
CCQO tax pqment dates. 

1.95 

In order that theee proposals D'f be IIDd.eretood and properl.7 appraised 
tha exoeutiw eOIIDiittee also beliens it to be Ulportant and neees1&17 
that the7 be considered ao part ot a .mole progr .. rather then as iso­
lated rec_,.ndationo on individual topics. 

The executive COillllittee voted therefore to approve the me:no­
randWD (prepared by llessrs . Bcclea, Rouse and Sproul) settinr forth 
theoo propoaale and directed me to transmit a copy or it to you with 
the request that you present it to the Secrotary when you submit your 
m""orand~D to bim. A copy of this m ... ora nd\111 i n tho form approved by 
the oxocutivo collWl.ttee and dated November 24 , 1941, is enclosed. 

Thera are of course other proposals wit ll respect to Treasury 
! inancine wbicll members or the executive eom=ittce heve suggested tram 
time to time or would like to have explored . We are not submitti"B 
these prorosels """• however, because tho)' llave not been pert or our 
recent dieeusaiono with you. We aaa~~te tllat the l'urtllar devolo!l'l"Dt. 
or our joint conaideration or Treu ury tinanc:inj; problema will pro­
vide tile opportunit y !or considering such turtllor proposals. 

Allan Clud.rman, 
Executive ot tho Federal 

Open llarkot Ccollllit tee. 

Enclosure 
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ll!loiOIWfOOll ON '!'RUSOR! FIIIIJICIIIG SUBnmD BY THE 
EXBCUTM COilllrrn:E 0!' T!IB PEDlJW. O!'!ll ~ COIOiiT'I'D 

TO T!!B I!!EAS!JRY-m!BRAL P.ESERY!' SIST!!! JOI!!T COlOilTJ¥. 

§y•rta.rr ot SP'clCi c Rtco!denda tion;n 

196 

1. To pro111ote the sale of l ona- torm caah ieouea diroot to ult.illlato lovoatora, 

the Tr•••u.ry ohoulda 

(a) Give subscripti on pr eference on loQS-term oarket i ssues to 
.lnaure.nce companies, savl.nas banka, etc .. ~ 

(b) Otter > non-negotiable tap iaoue (turther extending the serlea 
ot ta,.. issues which now locludes Series !, P and G of Detenoa 
Sav!Qia bonds) with a 2 1/'l$ coupon. Such f.o issue should 
have appropriate U..i ts on its negotiabU1t7, on the classes 
or subecribers, and on tbe uount available to &n7 one sul>­
acriber, (It this were done, there would be no necessit,. tor 
coneldorlQi an increase in the Uait or purchases of Series l' 
and G Defense SaviQis bonds,) 

2. In ao far ee it i s neeeaaary to uae t6nk credit in financing the defonaa 

progru , now 11oney should now be sought Cro:11 b&nka with obort.-te1'111 laauea- bUlo, 

notu and bonds of llllturitles not exceediQS ten years , (This does not mean , how­

over, stte.optlng directly to exclude bonks troll subscribing to longer tem losueo.) 

(a) The tote.l .... ount or b1lle outstandinc abould presently be 
locreaaed to an aggregate or $2, 600,0CO, OCO or, on a 90-<lay 
hasia, weekly maturities of $200, 000, 0001 

(b) Ae a subsidiary of thia proposal , conalderatloo shOuld r egu­
larl7 "" given to isaulng edditionlll blocks or b1lls to 
aature in the three or four da7a follo w inS tho qua.rterl7 
locoae tax paymeot dates, 

5, •Rights• should not l;e ella1n&tod at tbia tl:oe, but. their iaportance and 

value obould be reduced, over a period, bY the financing progru which is followed, 

This ?rogru, as lt developed, would constitute notice to the n~&rket of tbe treat-­

ment to 1;e given •r.~trhts." 

4 • Related to tho above r eco:D!llondation for the detla t1on of •r.~trhts, • i a 

the roco~Utndntlon that refundlog issues be aepsratod frc:. cash issue& 8.1ld confined 

to ahort.-teN obl.ltrationa- not onr ten years. (Separation me8.1ls separation aa 

to t!>e aecur1t1ts offered and not oeceasarut aepsratioo aa to the tilae or offer!Qi.) 

A Protru for near-ter:a retuodin&s is suc;geated . 
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s. 1D order to d!w!nlob •tree ri.dJ..a&• &D4 to proooote the sale or llcuritioo 

10 illvutoro or to tbooe inst1tut1ooe 11bicb porror. a r.al lllld~itillg tlu>cUcao 

(a) The do'llll pqaent on caab subooriptlono should be lncr<oased 
troll l~ to 2~ J 

(b) Tho Trouury should reseru tba ri&ht to accept onr suboori p­
tiona up to 25~ or the approx:1Jaate uount o!! ored. 

6. There should be increasillg pr essure tor tho aalo or Deronao SnJ..a&a hondo, 

porticulerlJ tbroUCb po,JrOll deduction pl ana . 

These recoaendatlona ar·e diacueaew:l below. 

(Tho subjects discussed end their order or presentation are beaed prt­

~~&rilJ oc the qenda sul:aitted to the Joint c-l.ttae b:r the Treasur:r at ita rirot 

••tl"' October 29, 1941.) 

~· 
Tho situation which has developed 1D which every issue, large and small, 

at or before uturity, and regardless ot cood1t 1ona in tho market, cerrioa • ri&bta• 

•aloes boa litUo r elation to •rights• ea aucb. It 1a leraelJ an append&&• or our 

aysto~ or urketlna aovornaont securities, Under tbia a:rataa, and 1n tho ccmdUiollo 

•hicb b&Yo prevailed durin& its uae , • ri&bta• have not o!tan been nocess&rJ to help 

..lnaure aucceaa of new issues, and their •alue baa not been an accurate aeaaure ot 

tho illducoaont required to brillg a bout conTeralca ot ilsuea approaching aaturlt:r. 

•JU.abta• han co:ae to per rora the !ollowtna tlu>ctiooao 

l . An ald 1n the retlu>dina or aaturilla Troaaur:r obli&atioos. 

2, A 11eans or obtalnlng pr eferred allotaonts on now issues. 

&. An ortset to negative yields on very abort maturities which, 
1D turn, are caus ed by •ri&llta• (this influence extends out 
through tbe longer maturities with dlainiobing torce) . 

Tbooe tlu>ctiona would not juati!Y tho utablialnent or •rights• aa e now 

practtco; tbe:r rather point towsrd their eUalnation or, a t least, towsrd a real 

reduction 1D their iaportanco. 
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Tbe extent aACI pei"'Wlenca or the propeaa 'lllicb C&D ba ado 1Jo t.bia cliHc­

tloa depaACit 1ar1eQ< 011 tba tuture character or the fllwlciAI procraa. u " ban 

to coot.\4Ut to dtpel1d pri.urU:y Ol" largely OD tUCOOIIi.,. IIODtbl7 OfftriDIS 1D tel'lla 

or ebtt tbe whol e urket ..... 110at lik.el:y to ....,t or to take et the t~e , •rilbta• 

will probably co11t1Due to tluotuato 1D value and 1D iaportonce , but thei r eliaiDo­

Uoo or oubatoDtiol one! pel"lllment reductio11 1D Tolua 1a unl1kel7. U , CD tbe otbar 

bind, a t.\41nciDI pr'Oirea can now be dOTised and put iDto practice, wbicb iacluclea 

tbo turther toppiDI or tuncls 1D tbe noo-blulk iD.,.s-nt II&J'kot (iDcluding lcmc bonda 

beued b7 tbe curro11t Mthoda end tap issues), and 'lllicb confiDes other otteriola 

to b1UI1 DOttl, a.Dcl abort bo:ods, a subat&Dtisl and pti'II&Oent reduction of "rillito" 

TolUOl or tTeD tba.ir ultiaate eliaiDation qbt ba posalblt . 

f1nanc1gg frogr&al 

Such a progru need not be rigidly cooce1.,.d at this tiae. It should be 

exploratory and it can be without endangerl.nii: the whole fiDancl.ni prograa. Tho 

lll&1n problem 1a to devise the boat methods of d1rectl7 toppl.ni the non-blulk iDTest.-

mont aarket. UnW n know better the liaita of tbia aarket, we are buperod 1D 

tbo turtbor deTel opMnt or both a tinencl.ni pr01raa and a acne tar,. pol1c7. 

Tho pr 1ncipo.l. oluants or aucb a Pl"Oil"&a would be• 

1. Tbt otter or a long-tera isaue on top. Tbia iasue auat be 
dUterontiated trca outstandiJol open aarket isaueo so that 
it 1a not directly coaparable with tbea, and ao that wida­
aproad duapl.ni or outstanding iaauea will not result !1'011 
tho &Tt1labU1 t :y or tbe tap iaaue. 

2. In so far aa lcmc-term tundo auot ba SCJUibt or obtoiDod 1D 
tho open aarket, preference on oubscrtpt1ons abould bo g1Ten 
to noo-bonk or ultJ.aate iDveators . Caah pa7'"enta sbould ba 
1Dcronaed (iDitially troa 10 to 25 par cent), oubscr1ptiona 
ot iDsurance coape111 .. , aeviDI• banks, ate., should bo g1TOn 
fUrther preference, and the Treaaur;y abould reaerTe tbe right 
to take • larger percentage or o ... raubecriptioDS (1D1t1all7 
25 par cent) than 1D the roceot paat. 

a. In ao tar &a it is necesaeey to uae bank credit 1D tiDanciDI 
tho Treaaur;y• a Deeds, cow aoae:r would be sought !1'011 banka 
with abort.-tera 1ssues-b1lla, notes and bonda or aatur1t1ea 
aot exceeding ten 7tara. 
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•• aetu.odizle 1811\lOS wcW.d be aaparate4 troa caah Ull\loa , 8Dd ..._ 

t'IID41zlc1 wwld be accc.pll.Jo~ with the - ll:ir>d of obort-t.n 
obl!.cat1ou wbicb aro cODto.plate4 for &ale to benll:a UDder ($) , 

5, T~>ero 8loould be iDc.roasillg prosnro !or tbe &ale ot n.tenao 
S.•l.ni• aaouri ties. 

Tho moat d1tt1oult item 1n thl.Jo procru, perbapa, 1s to devise e practical 

long-tei'll obUaat:IDn to be sold b7 the tap ••tbod. Portunatel.y, t here is no reel 

question ot tbo ouccesa or f ailure of a Tr0011ur7 tinanol.nl iD•olnd in oxpor1Hnt 

n th tbio sot.hod, and to exporilllmt io DOt to •4ancor tho whole tinanc!Jic procna. 

All : uue is required which rlll .. et the needo ot locs-te.._ 1nnatoro, bolt wld.eh 

would not hen 11\lcb co• plete aarketebility aa to attract other 'bulera or to di.­

Npt tbo urkot tor outstanding securi ties , !he whole Procru ia one or uoJ.nc a 

nrioty ot .. tbods to tap all poasible sources or tw>da 1n nyo which rlll be le&~t 

har.lf'ul to the wbolo oeonolly, Total or aU out war or defense requires total or 

all out tl.llancl. nc; sstbods which !Ia)' be uaad abould now be triad, not held 1n ro-

serve. 

Prosedurt under Sw!l!••ted Prograat 

Ching ettoet to the toregoillg atatamont of principles and objectina 

Of 0 financJ.nc progru , the nOIU'-ter. proeadur6 M7 be aappod OUt along tha follow­

lui l1nut 

1. The Traa11ur7, prarerably after the l.llcrooao to $150,000, 000 a week baa boon 

cooapletod, alxNl.d l.lloraaeo its bill otferJ.nca to an ourogate of $2, 600,000,000 or 

on • 90-4&7 buia weokl)' maturities or $200,000,000. In dow of the curr.nt hlsh•r 

rosor.o roquira•ents and the aaaller margin or excess tuDela of the largo .aney aarket 

banlcs, this sbould hen the effect ot eroatl.ni a broader and sounder IIIUkot and 

should contril:ute to a •odorate iDereooo in shOrt-term interest re.tee. 

b a INbeiclioey or tb1Jo proposal, consideration ohould r.cularly bo ginn 

to tho loll\l&Dco or additional blocks or billa to ... turo in tho three or four daye 

t 0 lloq tho quarterly inc...., tax pay~~ont datto. 
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2. Do.triJ11 tbe .,.......nt qll&rler tbe TrMI\Ir)' will probabl)- DMCI tD borrow ap. 

pr~tal:r $1,500,000,000 by .. rtet ia8Uoa In addition tD iDcrMseo of $60,000,000 

wui<ly 1D bille, it the TroaBiiry doeires to end the quarter with a be.J.anoe of aa:r 

u,ooo,ooo,OOO. The urket tor inter~~ediAlte aod loll£ boDdo baa bean genar~ 

ll.r<>DC aud J.Dveat.ors st.ill doaira additioDil Inc.... Th1e d.-Dd h&e c ... fro. all 

t7'98• ot J.arce 1JrraetDrs and fro. sull lnnatDrs who prefer u.rlcet issues OYer 

aavl.nga boa>la. The rodiltribut.ion ot tho new 2 l/2a of 1967-72 appear• tD ba near-

11 c .. plote at. th1a price lenl &lt.l>oujjh a riiJAc u.rket would probably br:l.Dg aboQt 

IIOdorate solll.Dg oc a oc&le up in price . It 1a auggaetecl that. a aecond J.arc• loac­

te,.. t uua ba offered as proaptly ae poaaihlo. Thio alabt ba ao additl.DDIJ. 1aouo 

ot 2 l/rl$ boDds ot 1967-72, briJiaiD£ the tDtal ot that iaauo tD about t &,loo,ooo,ooo. 

Thia haua should ba tor caeh aubaoript10D ODl:rJ not ccabined with a retundicg ot 

tuturo oa tur1 Uea. 

S. The Trea ouey should otter , tor ccatinllOus a&le, a new t790 of iDcoae bond. 

Such &o issue would cocstitute a teat or the aile ot tho nn lOD£-tera i cnata&nt 

aarketJ tbat ll, ot the ._,t ot l'lmds which ara curreDtl;r and 100re or 1111 ra-

currectl:r available tor loll£-tel:'ll innsta&nt. 

l'or thio purpose a naw aeries or non-negotiabl e bonds aoe•• •ost appro­

pr iate althou&b i t •i&ht not ba desirable tD ca ll it a aad.naa bond. J. seriea a1gbt 

be ot t orad which • OIIld (l} bear interest at 2 l/'6 it held tD aaturity, (2) run tor 

20 or 2S :rears troa date ot purchase, (S) ba redoauhle at face value with ao il>­

t.rost. adjuatooont (aa nth Seriea G bonds) on aix •onthlol notice after bood baa 

batn bald t or one ;rear, (4) be el i&ihlo for purchase In aaounte up tD tl,OOO, OOO 

1D total or 1D ClT ODO 7ear b7 indiv1du.alo, corporat1one, etc., inclnding _.rcl&l 

bo.nking 1Datitut1ona which would be pel'llitt.ed t.o aubocribe OD soae basis related 

to tho taount ot tiae or aaviJias deposite bald. 

4. .lt the aarU.est opportwl1ty the Traaaur7 should aaka a rel'lmdicg ottar 

to the bol dars ot the tm,ooo,ooo 17!1C due 1n 1947 c&llahle 1942, the $SlO, ooo, ooo 
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!PC T/r$ oot.ts duo 1/15/42 aDd k 2&,ooo,ooo 1 &/41> ,... .. lllr'Y aot.ta due S/15/42. or 
tbe $1,01&,000,000 or these 1aauea outat.t.Dd1oc, 5r$ ..... beld b7 the 5,800 buts r ... 

port inll porttolloa to tbe Treasury aa ot .lUjfllat &1. Such a retunding ottel' aJ&ht 

cooalst or bonds duo in 5 - 10 years and tblt pl'act ico •l.sht be continued witb ra­

spoot to aoturi.Dc iuues dur:lng the ••rgency. Thtre are .20,81!0,000,000 Treaoury 

ond Tr .. llll')' (ll&r&ntoed securities, exc1ue1n of Treasury bUle, aatul'ing ol' call­

able durinll tbo naxt tiTB years - 1942-46 1nc1uein. 

5. Iocroas:lng pressure fol' tbe eale of Detenao SaYings aecurittos. lblle 

lt ls realised tbat tbe TrB&SU17 tbus tar bae followed an educational tbritt pro­

gru aod not a eaapeJgu tor a fixed &IIOWit or tunds, nOYert!laless, tbere abculd 

be an lllt.tna1ticat1on of this pz'ograll deaJgued to 1ap1e•nt the whole ant1-llltlat1on 

procraa. 

&, It al.eht also be desirable to ottn a ahort.-t.tra tap isne designed to 

attract idle depoaits of corporations, other than tanka, and other short.-t.tra lll­

• estors , Thla lllllrkot has already boon substantially tipped b7 tax antici pation 

notes and b7 lllcroaaed otferinga ot billa and tho Y01\IIIo ot tunds anilable bu 

probob17 been attocted by chaniea in tha buaiooaa a1tuat1011 and 1o the tax burdon, 

! bettor Jwlcaeot ae to tbe usefUlness of such an iuuo, tberatoM, could probably 

be bed at a later date. 

Wovoaber u , 1941. 
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Hoooro , Jla4lo:r 0o11d. Morrh. 

e«roo vi~ tho ooaoluoloaa, 'bu\ d.o AO~ t .. l u Uro"Cl:r oa ~. n'bJoct .. 4o 

~ 
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TREASURY DEPARTMENT 203 

INT£R.OI'JriCE COI04UNICATION 

Secretarr Morcoa.~ 
TO 

D&Ye H. Morrie , Jr. 
'"o~ao~ V. H. Wl•T 

SUbJect: So• • oo .. ea.to on tho quoetloa. of 'rl cbte . • 

Perbopo tlw -.ln ar-a.t lrr thooo vbo fa'I'Or the tlllliaaUoa. of 'rlcJlt o• 

11 U:.at tlwlr uiolta.ce reoulto 1D aa artlflol&ll r low rate !or abort-hr. 

DOne:- aa4 that lt voul4 ht ..ell heal thler to raitt thh rate. 2'hooo f&'I'OI'-

ID« ncb actloa. appear to htllen tlwt the 'ro&ular" 71el4 llicht t4noal>l7 

1>1 ra1ud oo that 90-4&7 • oa.q vould be on abooot a 3/8 t o 1(2 perctllt 'baah; 

l~DOath ..... , oa. a 1 porcnt htlh; aa4 ~ to :5-roar .. DOT on a l i percent 

baoll. It h clalaod that DllUr preoea.t oondl tl ou, aa4 part1oularl7 vlth 

tho controll vhlch oan be exorcht4 1rr the Ft4or&l Rouno Srot.., all4 tlw 

!reaturr. th11 would oalT baTe & ainor eftect OD lo~tera 1nterett ratll i 

Md that, in aar ovoa.t , H vou14 raall7 bo aa. adYaa.t&~~e to the co.....Utr ao 

a wllole 1t tho loa.c-tor. ratoo voa.t up ollptly- to, lot uo oar, a tin: 

lit porcont. 

ApiDU thlo &rCUellt h the th""&bt tlwt &D7 n.ch rllioiO« of 'ror;ular" 

:rloldo l o tho obo~ton:: marll:ot vlll llOt olllr ht dlroctlr cootl7 to the 

!reaourr oo ohort-tors h ouoo , but vlll , la. opltt of all pcttlblo offorto 

toward rtr;ull\lloa. 1rr the Ft4er&l RooorYe Sro t • and tho 'l'roa......,., ha.,. a 

aubotanUtl eftoct on 1nteru4lato- and loa.c-lt,.. ratto ; and are lill:ol7 t o 

r•1ao t ho latter t o t ho a.elgbl>orhood of 3 percent . 

Thou who fa-.or the al>oll Uon of 'rlt:htt' aa.4 who aloo aooao a oucceu­

tul control of tho ll&rl<ot 11 aoourt4 , polllt t o tu n.ocou of Ja.glaad. aa4 
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~ aa4 \l&e op.oial a.rr-h ..U la \Moo •-trl", lll.!UD:a, 1\ 

11 k 'be •'"' \loa\ 1a ~\b. \Moo o.,...Vloo \M qoMa of ........ , 11 oao 

llaYIDC a few lareo llaato wi\b.- braaalloo, vlleroao ov .,.,. of llalliac 

II Jut \l&e ronno, 

lloprUooo of tbeoZ')', 'IUid.er &117 a:r-t• - peo'CillarlUoo ara ..,_ "' 

toftlAtp. !booo vbo vloll \o olial.,.\1 "rlph0 ol.a1a \ba\ 1t \M7 YIN 

ollailla\14 \b.o ...., opt• .-14 voJ'It porfo&>\)7 1114 llan .., peo'Cillar1 Uoo, 

llaoot oa put ldotoZ')' Wo - .-.!Ia\ opUaloUo, 

StY~, or po"'-Po f o..-\1)7, ••• of \b.o p-Harl\loo of 1 rlph• 

11 k affo.._ a oaUof&e\oZ7 ollort-hft 71•14 "' \b.ooo wllo ... olor\ u4 

• .. ro \llaa .. u.-uoa117 propor\loaato oftoo\ oa \l&e root of \l&e ooaatZ')', 

O....r tlla put oonftl 71&r• U 1o ootiaoW tllat tloo aftaoUn in\Onot 

ro\o to \booo oparaUIIIC ln 1 rlp\o1 llao ~ ... ooaowllaro 'bltvoa 0, 75 u4 1,00 

perOIJlt, For lllu\raUoao, ••• lolooblo A, I\ 1o \Ida oU11aUoa, vlU. 

lu ~1'\aaoo, u ,tu\ poiaW ""'· \loa\ llao bolpot oan \b.o !r.......,.­
&1!4 oUll allovot- lu\laUou (par\1nlarl7 .....U) \o ltoop a llq-.1& 

poalUo11 1114 oUll lla'YO a "U...uc" &11'111111 rate, 

!lloao oppoo1111 •rtph" cla1a tllat \loa alloTo-MaUoaot otfooUTO rate 

of rotva 11ao oboplr ron.lW 1a U.. ~ 'blllll toroot \o OTa,...prle. 

1 h hnoa, I a u..o.,., tbora 1a obvloul7 •- JUUfloaUoa tor Wa -­

t .. Uoa, Ill praoUoo, llowoTor, 1\ 1o ooat..ut \llat \b.o ao\ ooo\ \o U.. 

tr-.,. llao '"- tar leoo \b.aa wwU ~ \lla oaoo 1t la\oroo\ ra\oa ,... 

lllM\aot1a1)7 ....... .,. OTor \loo o\11'1 aa\ of •RrlUoa (ao pNT1ftl)7 Uo­

ouaot h W o -.....n.>. 

. 
• 
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u h ole!_. Ula\ 'r1ph1 lodl4 'lip a .,.ftlathe la\ore1t 1Jo ..., l e-

11101 ... 11DA to 1Doroaoo \lie p...tu a\ wllloh ..., 111u1 will 11U; ao4 w 1 , 

to l..rD, eooo.....,_l 'JoT r14oro' ao4 ulto1 U .,.ro 41ff1ftlt for llcUbah 

ta .. oloro. Vhilt Uloro h ....S.O•bM417 1080 a1rU la W 1 ooo.\eaUoa, ,.. aU 

bDV lhal I! ao. 11ou 1o prlce4 oa whal lhe Ml'ltet ooull.er1 aa -•mcu.,. 

bow - ' rlpl11 there ..:, be, Ia Ullo oa.oo It 1~17 _. \!lei IlioN wloo 

opecoolale4 oo lhe 'rlcJll11 falle4 lo roalloe lhoir aaUOiJI&\14 -.p. 

J. 1141 c- at oo. the qv.eoUon of • JOT r14ero• aq be -· lo \lie at-

'bo l&kon 11ea lo be &4-le, or if aol 100 poroonl oo, at leaot aa aa 1&1-

11&1 1top. 

Ia ooooluloa (baled on what baa been 4oo.o, ao4 aol on wha\ alp\ han 

'boeo cl.ooo) , 1\ 111a1 llllfor-to thai • rip to• ha.,. rooenllT bee ro4DDe4 lo 

lhalr prouol ' low e1late• aDA H woul4 ••• 4t11rablo, aa a ~. lha\ 

.., .. "'"- b ..... ,.._, ,,._, ... ,., ... , ... , - • >UU~·.. . • 

l.holr !oNor pre1Uce be roetore4. ~., 
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SClmDIILJ .t. 

Soao ~leal IUgl>h 'rranoacuo~~a 

l!O!lll '!he followi..,; euaplea do DOt t.lce lD\o accoW>t aZ>:f poao1b1e ad41Uoual 
nd'fent04• t roa 011 inc ... \ax point of 'fiev vit.h reopect te the cam t al 
looo 1D'fcl.,ed. • 

I 

J&J>, 13, 19}9 - lo\l&ht 1,000K 1-1/t!/o !'re&nr7 DOteo &MI 
3/15/4l • 102. 25 ~ ~ b&alo $1,027 ,81.2.50 

Jlar, 15, 1941 - lxclw>ced for t!/o Treasury bonda 3/15/50-h8 
• 101.8 11012 1 2QQ.OO 

Lou $ l5,3J.2.50 

Intereot collected 3/15/39 $7 .500.00 
9/15/~ 7,500.00 
3/15/ 7,500.00 
9/15/40 7.500.00 
3/15/41 Z,5QQ.OO $J7 .500.00 

interes t paid CD pu.rchaoo 4,972.}8 32,5?].62 

Actual ro\Ul"ll $ 17,215-12 

.t.ctual. )"iold . rlf. 

( 

, 

.... 
• 
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hl'fll 19)11 • ~\ 1iOOCII ~3/,. !l'_u, •'- -. 
. • 6 15/li1 .102.21 • • ~ .... l. 

~~or. 31· 1910.- IT'"''~ tu ~1/2$ tnuvr 'baMe 
3/15/~52 e1o1.1 

12/15/31 
6/15/39 

12/15/YJ 
6/15/'lto 

12/15/llo 
3/Jl/'41 

t6.f75.00 
6,f75.00 
6,175.00 
6,f75.00 
6,175.00 
4, ()()16 .12 

Ill 

Lo .. 

976.71 

Sept. 14, 1939 - llo"At>\ 1,00CII1-1/2$ !l'eanq ao\M du 
3/15/li1. 101.24 • • ~ 'be.lla 

Jl,r. 15, 19111 - Jzoh••p' for 2$ -VI boiiU }/15/,_111 
• 101.11 

IAwroo\ colleo\14 9/15/39 
J/15/llo 
9/15/llo 
3/15/"41 

LoOI 

*JO,OOO.OO 

1.012.1JX).00 

• 1 ... o62., 

n.llo2.]1! 

• 23.339·· 

··~ 

$1,017 ,5QO.OO 

1.012.p>.OO 

$ 5.000.00 

22.Sl'0.15 

• 17,5leo. 75 
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Can ;rllll ut expedlte a ....... 
111nt to the alatiJI& regal&Ueu! 

SlDHnq, 

(S1pe4) ltU7 

!DIG/aU 
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TELEGRAM 

OfFICIAL BUSIN~NMENT RATES 

lobn Botttlger, 
Pablillhll', s .. ,u. Poet 

Intelllgenoer • 
seattle, Wuh. 

In~ ae, lMl. 

TOW' lettu lfo..-.r Sla I 111 apiA taldDg thh up with 

secretary PorldDa. Wlll ad't'lae. Repria. 

H. l8JRQD%IWJ' JR. 
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S~A T T L E POS T·INTE[liGENCE R 
I 8 J I 

lty dear Henry • 

Before I loft Seattle two .. ontho aso, I took up with 
Secretary Perkins personally the eituatlon or a contractor in 
Alaalca whoae Ol!lployooo wiohod to buy Un! ted Stat eo Defonoo Su• 
h~o Bonds, but who aro not peMidtted by a labor doperbnont 
re~at!on to ha"" payroll doduot! one ..ado for t hlo purpose. 

It 1e absolutely r141culoue to M that tho UnJted 
Statoo LAber Depe.rbnent will not pora!t a pr1ftte ""ployer to 
We deductions tor .uch a worthy enterprlae. 

Wi a a Perkin a aaaured • that ahe would take care of the 
matter, and see that authority ft.l tlTcn, but abaolutely nothing 
ha1 been done. 

The contractor 1n que.t1 on la Aeaoo1a.ted. Shipbuildere , 
and !t ! a engaged in extensive Navy work at Kodiak, Al aska. 
Appl!cat!cn waa made by tho company on August 1, 1941 to tho 
Secretary of the Na.Y for po...l aaion to make payroll doduotiono 
for tho purchase of Dofonee Sav!nge Bonde. On September 9, 
after much correspondenoe, R. w. Sparka, &laoolate field direc­
tor of Dofonso Sa'O•inga Staff at 'Kaehington, D. C., adv!oed tho 
o ... pany •e office hero that th o Doparttoant of LAbor had under 
cono14orat1on tho co41f!cation or tho exl.ating re~ationa, '""ich 
CN>O about t hrough tho operation of tho Copoland"YJ.ckbaclc Law. • 

Would you be good en~h to uae your t ood offieea to •e• 
that th!a contractor ia encouraged in hh patriotic ondoavorof 
I will greatly approdato telo~raphio advioo froa you ooncernin' 
whether yw can handle t he •t-ter, or Whether 1 ahould appeal to 
the Whi te House t 

Anna and I r eturned to Seattle on Tuesday, havift!: apent 
a little over two glorioua woolce at Sun Valley. Wo aro 
both well and refreahed . 

'flo both aend our love ao olwaya to you and Elinor. 

~onorable . enry K enthau. Jr. , 
Secreta,ry o treawry , 
Washington, D. C. 
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UNli'l:ll 8U!rES SA.Tl106 BORDS 

Co_.-aun , ........ or 8a1eo Durillll 
Firat Jriaeteen ltualD.tee Dal'• ot Septeabe:r, October, aDd lfo•e•ber, 1~1 

(Septubtr 1-23, Ootober 1-22, lloT .. l>or 1-2';) 
On Baoio or l oaue Price 

(.lllounta in tboua&Jl4o of dollaro) 

lal•• .lllount of Inoree•• I Porco~ of lllOJ'eaee 

I or Deoroe•• !-l 21" DeeM!!! i-l 
It .. 

S.riu I - Poet Officu 
Serieo I - :Bpke 

S.r1oo I - !otol 
S.riu r - :Bpko 
Sorioe ~ - :8pko 

Q !ota1 

I I I 

loTeakr 1 October 1 

• 31,885 • J0 ,004 
59.182 'j6.811& 

91,o66 86,852 
15,237 
86.395 

15,u1 
87. 3 

$192,699 $190.1187 

lloTaber 
hpt•ber onr 

Oc\g'btr 

• 29, 682 • 1,881 
50,8lg ..b.ll!! 

10, 515 4, 214 
12, 888 - 734 
SQ. J25 - 1,268 

$173.727 • 2,212 ---

I Ootol>or I loTeakr I Ootober 
onr OTU OTU 

I l!p\t!'btf I Oc\gW ln\whr 

• 322 6.3~ 1.1~ 

...2..9.!i ....!.! !!.! 

6,337 ~. 9 M 
3,083 - 4. 6 23.9 

..I...1l! - -1.! ...1.!. 

$16,76o 1.~ 9.~ 

Office <>f tha S.cretar)' of tba !ree.nr7, II1T1o1oa ot lleooenb aa4 Statiotico. lo,_ber i!6, 191ii. 

llolu'oOI All ticv.roo ere d.epoeita with tbe !roan.ror of tbe 11111\ed. Statu Oil ao<>Ount ot pro ... od.o of 

aoleo of l11lite4 Statu 8aw1ap llond.o . 
Jotol rtcv.roo ban ""'" rounded. to aoaroot tboaoaDd. aa4 will DOt aocouar11T ed.d to totalo. 
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'CIII!'ZD ftADS UVIIIOS :SCIIDI CONFIDENTIAL 
llail.7 tala - 11-r l 9ill 

Qa Jlulo ot Iaoue Prtoe 

(Ia \-.avo ot 4ollan) 

Poo\ Clttloe 
leall: - ~alee 

Da\e - lol.oo 
All Joo4 laloo 

lor1oo I lorleo I lor1oo • lor1oo II Mal ller1eo I Iori•. ller1oo I 

lo u2111or 19111 
1 • 1,017 • 1,750 • 567 • ~.201 • 6,511 • 2,767 • 567 • 11,201 

~ 3olJI 3. 112.1 1,11112 9.092 13.~ 
1, 1 2,111 

~ 1.~ 10,761 

~ 1,115 1,~ 3.7 6,2}2 
1,961 ~·199 9. 6,962 11,850 

1 2,<162 ,271 1,251 9,210 1~,116 

I 1,219 3o113 352 1,1157 11,922 

6,791 1,11112 ,,a,~ 

3.179 ~ 7.;; 
2,169 
5.167 ,. Z:962 
6,~ 1,251 9.280 
~. 352 1,1157 

10 2,1152 3,313 ~ 3.1159 7.1}6 5.1135 9911 3ole9 
12 2,111 3.321 936 t·312 9.569 

~ 1,~ 2,115 602 .1.115 6,162 
3.162 

'~ 
J,107 7.~5 

15 1,191 2,563 2,315 5. 12 

5.502 ~ ,.312 
2,967 ,1115 
5,110 ~ 3.107 
3.1511 2,375 

17 2,7211 3. 1111o 797 ~:: 7.197 
11 "' 2,61} 612 7.320 
19 1,503 3.215 107 11,111 1,90) 

6,!)611 m ~= ~,6}6 .ru 107 II,IU 

21 2,1197 1,1119 11,5112 '·"' 22 1,173 clio 1,911 5.631 
6,1115 1,1119 11,511! 
J.t76 IIIIo 1,911 

211 • 
25 

6 

!0\al 

•-•• AU t~ an Upoelh wUll ~ba !nenl'or ol ~ llaUe4 fta\• oa ._, ot pro •• ell oalee ell 

11111\et •• , .. la'l'laCIO :laoola. 
Jlotol J'lcUee 11aw 11•• z _ ... ~· -~ ~--' -' ..t11 an M-..rt~ 11114 to ••'•· 

!a\&1 

• 7.535 
17,3)2 
u,e 
7. llo7 
~·Ill .171 
6,2U 

JO,za 
U,750 
1. 7111 

··= '· :10,611 
I , I!TJ 

10,11115 
12,166 

6,11111 
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For Release Wednesday, Nov. 26 

Poll Shows Over 40% of All 
Groups Do Not Know Defense 

Stamps Can Be Bouglrt for JOe. 
By GEORGE GALLUP 

l );rftll}r, Ant4!ria.A l n.tlilNIIt of Publ.k Opinion 

p niNCE.,'ON. N. J ., Nov. 25- Tl1e Tren! tlry's ~run· 
Jmi~tn to JlrOtnote e:lefense~ borul~t urul sUUUJ)-5 has 

lw••u nol:rhly ,. .... ._.e-~ful in pent'lrnliug I he publit con · 
,.,•iuu.;nt'"!'· but ill'l chief problem ie how to intrease the 
.•nl•· uf lltt'$e borut.s unci !iiUUl)tli' n111011~ ll\'O part ic;ula.r 
~ruu 1• .. iu tlw country - the lo"' in emue ,croup, and 
f:rrnlf'rpo, 

l'ul4to '"~-tivn to tbr hond and 
'"'•'"I' tOlUif.alJtn -.~ ~udi.rd b\ 
tt..· ' """•tuw in a ....cion-.-• .ur· 

'' • •'"""''II """'" o( the nation. 
I h.- ••·hn,w lloOfKilation indudrs all 

JM"'i•lr eli~i.b\t to 
\Oif'. hut cl~ not 
inc:lude a lur111t' 
J•rfJIJurlinn nr 
t'Oiort\.i ~r!ont 
in tlw South, 
a1irn ... twd (othl"rt 
~ ho do r•<ll ('llit 
thrir Hllt'! in na· 
llun . .,i£k f'koc· 
lim·~ U lhttt 

F"'''f•• ••I" i.no.hMkd. lh• ..tud' in• 
d..- .ah·· 11Y11 "'''••• of tM r-('qlh, 
, .... _.. in thoro (olio..~ npotl 

213 

PUBLIC OPINION NEWS SERVICE 

' 
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MOV 2 6 1941 

!11&1' Eleanora 

I han reoehtd a llO\t !ra TOW' 
~ecrct1J'7, encloaLQc a letter and l a.t other 
aaterlal aent you b7 !.!1'. B7e. She t ella • 
you would like to know whether 1101le7 railed 
u t Le reaul t o! a O&l:lpaiiJl lntande4 to in· 
duct indlYiduala to contribute a dollar 
~o .. rd t he puroha11 o! a ballber aholll.4 go to 
the Treuur7 D.-partrlat ( tbt prel.bdnarj plt.JU 
apparen tll conte:oplatt t hat eaoh eontrlbutlon 
wUl bt aent t o the ll'ar Dt part.a.nt ). Ybt 
anawer l a that all contrlbutlona udt to the 
Oonr 1111ent but to be paid into lht Treuur7, 
regardla11 of what aganq reotlYtl tha. I n 
tr.il oollnecUon, 1 aa tnoloalng for 70U1' ia· 
!o~tlon a copy of tha Tr•••VT Prtaa re­
leau dated June 6, 1J40, on t hll aub jeot. 

l tlJlnk I al1ould point out, however, t hat 
the explanation of t bt plan •• ooniained in 
the l iterature forwarded t o ~ it mialtadlng, 
in&I :Jt!Ch U IIOUU CIL'ltrlbuttd t o tht GOYU!l• 
~•nl •• prono1ed, could not be applied directlf 
to the pureha11 of a baaber without Conv 11alona.l 
autLorlzation t hat doea not now exlat. The 
reuo:1 for t ail la t hat all oontrlbutlont to 
the Gover~n t !lUI t &o ln l o t ha general f \!Ad 
o! tbe 'lrtaeurr and oan only be paid out ae 

214 

• 

Regraded Unclassified



/ 
-1 

• 

I dir;cted in an appropr iatio& aet . 

u ~ •tter ot faet, ....J are ... tau, 
' ,. .. idlll -trlllaUou tra-b41 411&1• 
ti~•r "lw 4etma,• or wlth • ..,t ot 
1.Aa1eatloa u te ~ u11 Cll-- ._ 
•laMI tU !111141 W M P\lto fa 1 luM .... 
w .alee an npl.ua.la roa '•t •t¥.1ar te 
tbil OAt, polllt.lJac !out, ot M~t that tlbll.e 
111oh clonaUou ~t De .. t •HI'• IP .. peelall7 
et.l'll&l'kecl for the III'WII ot ~.,, the 
e!het 11 the hM lneeMth •• 4ouUeu 
bee- 1 part o! \ geneftl t ' late wbleb 
all Con,_t PIYIIlU f,_ tlbatner MVM 
11 4epo•lt•4 u4 ! r• whlth all e.,.Utlll' .. 
are .Ue, .lAeliNilna t hose tor the purlbaM ot 
~~~~ Mel otb.r dele .. 1\-• 

I 1a retlll'1l1Jtc llr. B:re• a letter ..a Uae 
tuloeve, tecether wltla a ntra oop{ ot 
t hh letter l ho\.IU 1011 ..,, te •1114 1 te b1a. 

.Uiectloaateq, 

(S1pe4) leU7 

.1Cr1. Fruklin D. Roo11n1t, 

The 11h1te Ho\INo 

JJO' C/DWB/DIFu 11-25-41 
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THE WHITE HOUSE 

WASHINGTON 

llovember 17, 1941 

.r: r :.:.· . :;cerotlley: 

216 

l!TS . noose vel t woulc! appreeh te ;your 
le L~in. h• r knew ""ether t:!One:r raised es a res ult 
c. tile eaa;>~~i&n coent!oned in the enclosed latter 
froa 11:r. ~C!'I;e Bye should co to the Treasury 
Ottpa rt:len:. . 

Very sincerely youro, 

~@.~ 
Secre tary to 
!Jrs . Roosovel t 

l!onor•ble Henry l!ornenthau, Jr . 
Sect"'t.ary or ~he Treesury 
7ash1n.,~on , D.C. 

Regraded Unclassified



• 

' 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



FOR n'.MEDIATB RELEASB 
Thursd~y. June 6, 1940 

Tf<EASURY DEP,.RTW::liT 
Washing-tOll 

220 

Press Service 
llo . 21-23 

secretary Morgenthau said today that unconditional contri­

butions r oceived during t he past several weeks for use in conne~tion 

r:i~h the defent~c prosram " ill be covered into the Treasur;v under 

the heading, "Miscellaneous Receipts - Donations for National 

Defense." Such receipts , he pointed out, would tecome a pert of 

the General Fund, from which all e~penditures of the Gover.~4nent, 

including those for national defense, are ~de . 

The Secretary said that numerous eonations from individuals 

had been received after the President had read hie message on 

national ~efen~e to the Congress on May 16 . There also have 

been submitted a number of suggested plans under which contri­

butions for a defense fund would be asked ot the public through 

the press, over the radio , and through other media. 

The Secretary said that the Treasury was duly appreciative 

cf the splendid spirit of patriotism "hich prompted the donations , 

t~ny of "~rh "obviou3ly entailed a r~al sacrifice on the part of 

tt.~ <lonoTs ." .91th TP.spec~ tc. t!le various plans Auggested for the 

r.olicitati~n of fundo from the publi c , tho Secroc~lY e~lained that 

sole authorl't.y for determining the method of raising rumey ueoesaary 

to meet the expenditures of the Government is vested in the Congress. 

- ooo-
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THE WHITE HOUSE 

WASHINGTON • 

1/ovember 21, 1941 

Door 11r. Secretory, 

!Irs. Roosevelt asks it 10u OM tell 

her the truth about the question ot tano prices 

dloawoeed in the enclosed lettero. 

Ve ry ainoerely youro, 

~(!.~ Seore tory to 
!Irs. Roosevelt 

iienorable !!en17 llorgentbau, Jr. 
Secre14ry o! the TreaaW7 
"'l .. hln&ton , D.C • 

• 

.· 

, 
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PRICES RECEIVED AND PAID BY FARMERS, UNIT£D STATES, INDEX NUMBERS,III0- 4 1 
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Prices Paid by Farmers for Food. Clothina. 
and Family Maintenance, 1910 -40 
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250 

225 

200 

175 

150 

125 

100 ___ .... ;;.._----------~--+-----1 

75 
1910 1915 1920 1925 

TlltftATI~ 6.TIMAT61 'Oit , ... 
1930 1935 19't0 

f 
.... __.._ ... -. ...... -------~.: N 

•• Regraded Unclassified



n 
GROSS FARM I NCOME: NET INCOME AND PRODUCTION EXPENSES 

OF FARM OPERATORS. UNITED STATES. ,910-41 • 

DOllARS 
C BILLIONS l 
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ISO 

140 

100 

60 

-. 

INCOME PER CAPITA. ON FARMS AND NOT 
ON FARMS, UNITED STATES , 1910-41 
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PRICES. 1939-41 COMPARED WITH 1914-'16 
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Retftll oricee ot cotton goode aharply i ncreased 

Cotton clothing used by vage earners and lower-salaried 
workers baa ahovn outstanding pri ce lncreaeee since the 
beginning ot the var , end continued t o rise rapidly in 
october, according to retail price data tor large cities 
recently released by the Bureau ot Labor 8t a tistice . The 
index of clothing coats of moderat e-income temil1ee, as 
shown by these data, baa increased 12.5 percent since 
sept ember 1939, 12.0 percent ainoa the beginning ot this 
year, nnd l.S percent in the moet recent month. The greatest 
increases in the latest month vere reported in the cities 
of Loa Angeles, Denver, Washingt on, and Pittsburgh . 

Aa compared With the increase i n clothing coats ot 
12.5 percent since September 1939 and l .S percent in the 
~oet r ecent month, individual clothing iteme ahoved the tel­
lowi ng percentage changes t or t hoee two periods: 

Men ' s: 
Wor k t r ousers, cotton 
Overall s , cotton 
\1ork shi rts, cotton 
Buoinea~ shirts 
Topcoats 
Su1ta, wool 
Street shoes 
Work shoes 

Women' s : 
Percale dresses 
Drees coats, tur t rim 
Soort coats 
Rayon panties 
Silk bose 

1/ Data not available. 

Percentage changes 
Sept. 15, 1939 Sept. 15, 1941 

t o to 
Oct. 15 , 19~1 Oct. 15, 1~1 

I 20.S 
I 2!L6 
I 2S.l 
I s.s 
I 10. 6 
I 15 .1 
I 14.3 
I 16. S 

I3V 
I 1!!'. 9 
I 10.4 
I 15.~ 

I ~. 1 
I 3.3 
I 4 .1 
I o . 6 
I o.9 
I o.s 
I o.~ 
I l.S 

I 1.1 
1 ~.s 
I 0. 5 
I ~.3 
I 2. 6 

Office of tho Secretary of the Treasury, 
Division of Research and s tat1st1os . 

November 26 , 19~1 

. 
• 
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( lloueefurn1ahins• abov sreateet 1nol'eaee 1n Ootobel' 

c 

c 

The largeet pei'Oentage 1nol'eaee 1n ooet-of-l1v1ng 
1 tea a 1n tbe lateet aonth l'eJ)OI'te4 ( S.pt•bel' 15 to 
ootobel' 15) vas an 1DOI'aa .. of !.6 pel'oent 1n houeefW'n1eb-
1ng1, accol'41ng to Bureau of Labol' 8tatiet1oe data l'eoently 
l'eleaeed. Pr1oee of euob .it ... ae furniture, 1'1141oe, 
domestic boueehold applianoee, aattl'eeeee, sheets and 
blanket•, ooat1nue4 to r1ee 1n many of ~ oitiee eurve7ed. 

The ooet of boueefurn1ah1DC• tol' faailiee or aodel'ate 
inooaee 1n the large o1t1ee, aa 1a41oated b7 these figurea, 
has inoreaee4 14. 2 percent sinoe 'he beginning et the val' 
and 14.8 pei'Oent e!.Bee Januar7 of tb1e :rear. !'lle larpet 
r11ee have ooourred in the paet tvo 110ntlle. P-t• 
ohangee in ooeta of tJP10al Ueae e1noe Uae begliiJii!lc of 
the war and e1noe the previous aonth are aboWa 1a tbe 
folloWing table: 

Sept. 15, 19} Sept. 15, 1941 
to to 

Oot. 15, 1941 Oot. 15, l~l 

L1v1ng l'oom au1tea I 30.9. I 1.6 
Bedroom sui tea I 22.1i I 1.4 
Eleotrio refrigerators ;i lt~ f 1.4 
Washing aaoh1nea f 2.2 
Ruga f 20.1 f o., 
Mattresses I 17.2 f 4. 
Bbeeta t 30.1 I 4.5 

Ott1oe of the Secretary of the Treaeury, November 26, 1941 
Division of Reaearob and Stat1at1oa. 

• 
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Dear Ur, President: 

The estimate or $6,000,000 aa the coat or con­
at ruot lon ot an ice-breaker for t he Creat Lakea, to wblch 
reference l a made l n ] our u morandw:t of Non mber 22 &lid 
at tached correapondence, La t he Treaaury eallaate, made 
ln the Coast Guard before tho tranater. 

Aa i a t he case with the eatloatea tor lce-breakera 
tor ~raenland and Arcti c watera &•nerallJ, it contesplatea 
a type of •••••1 t he United Statea baa no t poaaeaaed here· 
to!ore, one capable ot breaking through heaYy l ee. It •111 
re ~u lr e euch a •••••1, I aa informed, to break open ln t he 
aprln& the aocuaulat l on of pack lee i n the St. ~arr'• Rl•er 
at the Soo, ln 'bltefiah bar and i n t he Stralta of Mackinac. 

Tbla year we hired for t hla pur poee beayY railroad 
car !errlea •bleb are ln aer•Loe at t he Stralta of Wacklnac 
and which are dealgned aa l ce·braakera. Their work reaulted 
ln orenl ng the Sault Ste. Werle peeaage and t he atralta tor 
iron ore car&oea at l eaat two weeka aooner than the channela 
would otherwlee ha•e been open and twice ae ~ch ore ca=e 
through ln Apr i l aa no~llr coaea throuch. A hea.y lee· 
breaker, auch aa l a propoaed, would be =ore e ff icient than 
lhe blg car ferrlea and would al ao be uaed ln keeping the 
chaMela open in Non !!iber and Deoe=ber at leaat u long u 
ore ahlp=ente could be euprlied t ros t he sinea. 

The ahl pa we haye uaed on the r.r eat Lakea for ice 
work are not actual17 ioe-breakera. They are 16&-rt., 
l ,OOo-ton cultera with bowa ahafed and re lnfnrced to lUke 
thes suitable for relatl•ely t h nor broken lee. They can't 
break tha hea•y green and pack lee that accumulat e• ln the 
Soo reclon bottleneck• ln the early winter and remalne into 
late s pr ing. It le felt t hat the l'&llroad car ferrlea uy 
not alwaya be aYal l able tor t hle work and that a ahl p con­
atrueted aol•lr for t hla purpoae wlll be able to accompl l &h 
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1111ch mort. 

The 11tlru.h oont•platu a ahlp of aou 6,000 tona, 
about 260 teet long and of broad beaa and haTing a Diettl­
eleotric dr iYe to deTelop about 101000 horaepower. It 
•ould be equipped with a bow propeller ln addition to two 
tttrn propeller• and would in general take adn ntage of all 
thlt hat been l eerned in recent ytara, both here and abroad, 
in ice-bre~er deaign. 

It ia the btllef of Coaat Guard an• ineert that a 
ebip ot t he &eneral character needed to per!ora the work 
that will be u peottd ot it cannot be built Wldtr prtu nt 
conditione for ID1 aua aubatantiallT ltaa than thla tatU..tt 
of $8,000,000. 

t he l'rt~ idtnt , 

'l'ht Ytlll te ilouat. 

Sincerel y, 

rn..t)l • • _ ...... 

Storetary ot t he Trtaaury. 

~I 
By"'""""" .., __ I 

./ ,;. 
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SENATB 

24.2 
Calmdar Ne. 803 

{ a­
No. 770 

OOAST OUARD CUTTER~REAT LAKES 

~h. lbow"f, from tht Committee on Commt.ree, subm.iu.fd the 
toUowiD: 

RE PORT 
ITo MCOIIIJIIU7 U. R. 4221J 

Tbt Committte on Comm('~, to whom wu rderftd the bill (1-l. R. 
oiZ"!iSl to pnn i.fll" lor the eot~~truetioo of a Coan Guard euUC!r de­
•tlf11NI (Of iC'\'ohrtaking and ~ailtanct work on the Grtat Lake. h••· 
in~ .-onsi•·ll"ffil tht tam~. rt pon favorably there-on without amendment. 
tutt i tft'OniDINUf thai llw biU do pall. 

This bill il similar to Senel('t blU 1162, introducOO on ~larch 20, 
IIHI, 1)\• &•nntor Brown. It. bas tho approval of the 'rrC'ft.tury De­
ftltrtrw•ilt ftn tl llu1 Burt•nu of l lt t' Dudgtt u will appur b'\• cho ICl tlN'll 
c·••nt" i•wd in 1hc1 rt•porl Aubmillrd by t ho llousc Commhuoe on Lhfl 
)(t•rrhtt ll l .\(d t irW lind i''i!ll1t'ritl8, \\•hicb follOw8 and which l.a JnA(I(!. I 
l>r.t rt <'f this N'IKlrl. 

I tL RepC. !'( .. 12U. 1N1 CoiL LM -.1 

T'lw C'oeuntiu .... 011 1~ Mef1'ba11t MIJ"ine aod F"Wl~ ro •tbom ••u rel'f'f'f"t!d 
tt~~< Ml (II, u .. no,. to provide ror the COR!itroetioo o1 • Cout Cu.a:nt t"Ul ter 
dr·ir:nrd 1..- ic't' brt<Uhlf. tu'ld ~)CCI • ·ort oo tho Great I.AU.. hnlr~~ eon• 
·1111~ ,..,. ~'-· rtpOft fa\onbq ·~ · ·id tout unc':ndiDC'ftt ana rtCIOIIIIDend 
tluu tbt b.ll do,..... 

nruotoa w ,... an.t. 

'Jlw. ...,'1.,_.. ol tll.t bill ._ to proride I« tbe ('Ol!lfCnKtioa ol a C...c Oll&td 
f'\IH"' ........... lot .. bno&lci .. ADd ~ work qa the CrMI l.alc~ Tht 
'""'* '" •Ill~ '"" Ofl'l'ftl'-oltk eut tcr is ~red inrbldft. the JIIOit l•pottao\ 
&nr"""' til ••""" tralk upt~n tile "''~ Crrst l at-a_ the f'4MUI..wd ftoow ol 
•hlol'tt 1 ~ t"oof11t..e to tt.. ~k ~a.btins of u ut4!01Mve portion ot our 
1•1 ~1 '-. ud to lhto unJJUHYUpttd .Wnt~ of lndu.<trial .nh•t..r &ad 
,.......,.,..,.... '" lhfo Gn-at 1.6-~ ~ 

\ m>td11wc to a ""P'll tnfWkoo to ~~ tommitt~ hy ~b. Ralph BIK'Id1 trw:... 

I"~IUotln ~JOtnll·~lollt't ot lh" AdvMy Conun-.ion to t M Coo,txil of ~atio,.a 
ll-frl'l"t~. tb.·~ IIA\f' Jxot-n mo\'\"(1 h,. l&k~ lhu~ ru in t be lllta~n ol 10.11 abo•;~ 

•OO.».noo tufl• of Iron Oft", wbtth a. Marly J.t,OOO,OOO torw n1or. tha11 h&\41 
t--·h luoo\ f'fl nn t ill• datt~lntM~ul l9-40. Mr. Budd,.-IAIN tha~ t helmpor'-'" 
11h'f'f•_,ttl l<Yt•h~o~tl'IIIJ.PhliC t:hl.tuw.ol4 u~l'l In tbe Great l.Akcw late in the~"'-~'' al'ld 
''I" 1>~ AII; th•''ll l'tvly h\ the ~n 18 110 Vf*l thM be ill ill IA\'Qr Of the pf\JII(IIIal 
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2 COA&T GUARD CUTr&R-<liiUT ~S 

to buDd &D leo bft&l<.,. to be o.,.- uncle< lho luriodletloo 
Bt 11&1<>1 •t.r.• •be odvu~ whi<h ha.,. bHn pined .., ~lilt C.. o....._ 
ellon by opeN"' lake navlpUot> early thlo-.., oullldooo•::. 1 ''­..,.... lho _ , value ol llil<h a -. aDd while lhey 1o ..._. 
nather \hll •Drinc and did quite wren with the ear t b'" ,...._.. ~ 
UMd Man lee bn!ld-er, yet the •ealber mi8bt not. be ::T~v" 5tb .._ ~ ._. 
and an emmnL leo b ..... lter mlchL be- In addition ... ...:--­
preoumably <OUid be ren!A!d. .., r...,., W1lido 

ln the rt~r&. whleh wu •ubmitted by tbe Actin 8ec 
underda,. ol July2, 1041, lL Is oaid, "An Idea ol ,.J.,~~~~:r-,., 
and rurelsn oorume.roe may be Ploed by relere.noe LO t.he 1038 -~~~ 
baYe undoubtedly thown eonalde:rable lnc.mue eiooo of tram •tal ...... ·~ 
Mar,- Falll Canal and between St.. Ignace, Mich., And Madr.1:~0•o 1M ill. 
of MatkJna.c), vii: If, t8lals, 
81. Maryo Pallo Canal, 1038: 

Toni ol lrelf.M·-······-----------------············· 40 01~ Vatuo of t"' f{ht. u .rgoe.............................. ··· 168t' t 2 Ill 
Number or veac.&a, forelsn and dom011tio,_J)N!It~i "thrOU • b: · · · '~ I, ftt 

Car rerrr, tnnlo be\•·een Mac.k:in.ac City and S'- Jaua.ce: , I ••• U, 201 
Fl't&ht movemeM ............ ............................ ~~~~ ······t.one 211 OQ 
Valuo ollrelah< .. .._ ••••••••••••••• ••• ••••••••••••• :: $24,-:m 
P-n .. ,. oarried. ........................ llt,alll 
Au~moblkoo, b-. tru<k:a. aod trailero.. ••••• ::::::::::::: t$4, l1$ 

u~llfUW"'"*.._..,..._....,.,_...._~'" .... t.b)C...._ .. '-

Tbe watut ol tbe Orn.L l..akee baYe for ~J!reeented a ~ 10 lilt c... 
Ouard Ill ..,._,<loa ,..;lh adequate and .W ladUtkoo for 1oo ....._ 1 
l.leulartyl.n I. be 11lrln1. The fresh water and l.be eokl .to &or...,.~ 
form foe mueb \.hilke.r than thai experienced on tbe North At.IUI\Ie _..: 
The 8rwL major ""'P talten by the Servioe toward meoll1111 llllo probkoa "' 1M 
CQnttru<don ol the eu\ter &Co....bo (I~ , .. , in lenllh 1.~ ,_ d~ 
and ol 1,600 horweponr), builL in 1932 aod atailoMd ai Of'I.IKl H•v.. M..::_ 
Tblt clue of eutte.r ada.Pt.ed for ioe breaking provtd a marked oon\ribcnioa \0 tM 
f'CIIOUI'((!t or the Cout. c;ua.rd on the Great. Lakes In oombt.tln1 loe ooodlt• &ad 
u a n.'lult. th•c AddJIJonal 165--loot euu.era of the &oCIM.bo cLMt •'trt OOOttnltCld 
in 1034. or tb* Rve Additional eutlt'.f'I.J on.., (t.be TaM .. ~.o) WM ~ 10 lhe 
Orcat La\ce1 at Clovelandt Ohio, and lho remaining four c.o duty oa ~ Nri 
AU.an\lc and Pacific Northwest ooaets. In order that. their uaeluli'IOII f01 tJI­
arouod CoMe. Ouard duUO&, ot-her than ioe breaking, mJght not bo unduly aMi· 
fleed, U1cy worn conttn•ctcd with ice-breaking ch•ractcrblllce N a~lactor. 
Such elut ot cuLt.er et.n well meet. t.be general run of 'HI condition~ oo tbe Non~ 
Adantlc: cout, and the J(IM eevere ice conditione on tbo lowt:t teet lou• ol the Gr8t 
l.akee. However, \he vear-t~yct.r loe conditions to the ,•ldnhy of tbe Blralt• 
of M&elclna.ct 81.. MaryslUver,and Whitefiab Bay (Lake Superior) baveooulituwd 
a problem whic-h tbe Coa.at Ouard bas been unable to eope wllh tueclflllfllll1 wltb. 
a cutc.e.r ol lbo &caubG tlAal beca-UM of inauftk:.leot. power, and vMI!tl fticb;L tad ..... 

E«oru are made tb:rou1hout the winter eeuo.o bY private,,. .. ~_. 
pankoo-lbo Maeklnae Tranoportatioo Co. aDd tho 'Mkhipn &ate HIPH1 ~ 
partrnent.--to maintain an Opet'l ehannel for I. be optf'A.Uoa ol cV ttrriel bttnMi 
&.111naeeand MaekinaeCi•Y,!,...ollhe...,rerrlelemployed ln....., _.,'ioe 
OJ)trf.ti<M» btiri.J the SoiltU JU«rie (2 38S p:oM \oN, 2.SC) feel ~ ud Qe 
Clort/ ll'o,..to .. (2,990 J!"* tono, 33g loot leniCt.b). B<>th olt- ._. , ,. 
auptrior 1.0 any ot lbe Cout Guard cutten oo the Gf"M\. Ldtt~ for Ice ~ 
Any lnlt!n'uption to tbil ear-ft.n')· traffic "'·ould ba,·e a ~ ~.,... 
nomic t«ee-t., and it Ia dee::lrable \.hat. a suitable CoMt. Ou.ard euU« be naibbll 
to .,.ilrt in maintaining an opeD channel under all condition•, the &PI_.. •n­
bc!ing 1.00 tJ:n.all and low powered t.o provide relief, U required. Dtl 

The cutter proJ>OfOd by this bill will aid tn the n_ta.intt-n.anee o1 an o~~bulhe 
acrotoa t.he Stralll or Mackinac throughout. tho winter aeMOn and In ~ra.....tll 

3 

..,..aD« o1 na,.;p.lloa oe Lake &.-. Lake MldUpa. and Lake n._ I• 
""'""' - ,..,....b u.. e.. ldaryo ru ... aDd u.. SL Marya ru .. r Canal. ._.. tile. ~t ooolribuUoa CO Lbl eatllor raumptioo ol induetrial ad.i¥1t7 Ia 
;;:. (;- IA1<8 rqpoo depeodo<ol UJIO'I tho -lioa ol on and otloer­
p»>(fit.itt: JOO\"iftl t)l!t.weta and thi'OU&b lbele watenra}"'. 

Ia the p~\. ootd (Of' aOMkr•Uon ol our lndt.a~~-lrial adhrUy, particularly ,. 
l&lifllto national ckoferwe, the Advllory Commi88ton to lbe Coundl o1 NaUonal 
Ot(en@le durin& the J)rOif:D\.Ioe HMOn appe.Jcd to the Coa6t Guard for ... a.t..anoe 
in ke-i.~~Ukiuc operaUo01 In the above--mentiooed f"tt)on. Tbe &collfbo clMI ot 
~tt~ nO'- bt:lnt( •urtable or adequate for brMkin3 ice of the t.hJckne. prevalllna, 
and M the ~lilu.atton • 'M one or Imperative nood, the Scn·ioe reeort.ed \o the only 
available expediet1cy-and not. a 8atl8.factory one-t.ha\. of chart.erina 0110 of 'he 
pn,·a.t«-"11 owned CAr ltrriCIIf, tho Sainte Mfuit. 

Under JO;xeeut.lve Order No. 7&21 ot December 21, 1030 the CoNI. Ouard It 
tbe rttJ>OneJb1e l<"ederal •gency tor keeping open to n.avisatlon channel• and 
bJ.rb01'1 in accordaa•co ••hh the reaaonab1o demands of commeree aod thlt duty 
becowea uf J>&ramount. Importance due to the many nAtiontl-dt.fenee lnduatrie• 
•bleb depend on wat~,..borno ttenlportAtlon. It il felt. th•~< i.n Clrrylns torwanl 
a proc:tellive developrue.nc. of tho a.blllt.y ot tbe l''edera.l Govemweot w meeli the 
oeeda or eom.roe.ree and lnduauy ln the maintenance or impOrt.anl. artclriet of 
ma.r1ne commeroe. tbt CoNt Ouard mu.t potiOII ~tat& and auh.able t•eiUllee 
for tucb purpoee. Tbe esLttlna problem in tbe Strait.a or Mac.kinao a.od upper 
Crta.t IAkM ruion Ia OM eallin1 tor tucb proc:..-.ive improvemeDt.. It " oon· 
ai6tnd tbat • eo..t Ouard cui.W ot a p.roper dtel«n, aod ot tuf&deot power LO­
eombat ~~~~~Uy tM Ice ooodiUoa.a encountered on Ute uppc!r Gl'tlf.t Lak1111 
W"'Ukl be a.o impot1&0t. contribution to the pubUc welt&re and in tM publio In~ 
--. TbiiiM!td wU\ beclome of loereuiJ1&, Uf'leney iD <riew of the pW. ten lhip 
(ll)tiSt..Nttioo. iaducUna uval v.-e" oa \he Great IAket. wbich wu ooat.emplat.ed 
tn tbe ~~ oc:han&e or no«• betneo Lhe United &ata aDd c..n.cs. oo lnter-
Pf"'!h1& the Ruoh·llaSOL OJ-L ol 1818. . 

"ne abcwe 1\&temeot.a are wpported by tbo author of the bill, Bon. Fred Brad· 
\t.''• ol Midli&f.D, lha\. thfl l ltuadoo la CIODIIdf!nbly aggravated a\ Lbia tJme dut t.O 
the Deed of kerpln~ the 8Lralt.a of Muldnu open for «be movement ollron ort, 
limeston~, coal, •nd olhtr oommodlti• needed in the defente pf'Oirt.m, tbrou,:b 
keeping the Straha open at late •• J)C*Ible thl1 fall and rtl0f)tftin1 them Nearly N 
potSibJe next. .prlns. Thll reff-1"1 allo t4 the aurrounding wa.\el'Wa)'l tuch u the 
St. Mar)'• Canal, a.nd St. Mu)'l River, and the Soo looU, and t.be:re '- •leo 1be 
problam of ket'])lng open t.ho lower rive,.. in abe Detroit Art6 t.o make certain tb•t 
the now or oro, lhne~wne, and CIOII needod fo r t he production of at.eel will be kept. 
going N lat.c All poe~~lbla thlt faU and tranapOrUtlon be available aa10CHI a.t JM*Iblo 
ne:t:t aprlng. 

Aecordlng to ftsuret 11ubmlu6d by the Michigan SLate Hitch•·•y Depart.mtn\. 
and also t•ken from 'he highway pl•n and aurvey or the Public Road~ Admlnl .. 
tra~lon, th~rt bu been • tremendou• inerea.ee of traffic •erou the S&ra.h• of 
Mackinac 8Ch ytftr (rom 1023 when the Mlehiga.n State Bi11lway Oepattmtl\\. 
narted operat1n1 ferriee tbt.rtl tor the tra.o.portation or lnte:r~\&te eommct«o~ In 
&be rorm ot pa..en~l"'. can., trueb, ole. Tbr~ aho ... an lnereueln pa.MeDiff cart 
ot hom 10.000 In 1023 ~ 270,000 In 1e40. 

Two~- &raiU tl/ Modi.,...,. Mido;,o• &.U/crTf 

..... ..... ..... ...... ....... 
"'" ...... ..... ...... ...... ,.,.,. 

........ 
··-·r• 
~-...... .... 

...... 
..... ... . .... . ..... ..... 
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' 
Tbe ..................... ol .... '" ,, .. ·-~oooo-........ llfOduood ... "'",_ 1817 ........ .......,.;._._ -.oai t ._ ........ 

IW ,_ 1e 82- Ha...U, If,_.._,- ..:!'t.,llooloiCIQijO 
·-pone"' c.-1&. Tbe followlac .............. "'" .............. -:- .._ 

Y-tm 
Oblo •••••••••••••••••••••••• :10, 216 Non.b......, Uohod 81o1eo 
Illli>oU.. •• , • • • • • • • • • • • • • • • • • • 14, 128 Amorior. ol 
Jodlall&....... •• ••••••••••• • s. 018 N- E~~&.Ucr·· ············· ~-
~"""· ••• • • • • • ••• • • • •• • • 8, 050 Hawaii • ·• •• · ••••• ••• ·• 411 
Mlo»oaota ••••••••••••••••••• 22. no 0ue•loo::::::::::::::::::.... 11 
New York................... , 050 ol&rio. •••••••••.• 14 
Penutylvanla ~ ................. ~ ~..... l, 230 Northeut.enl Ct.nact& ••u····· 2. • 
8outh ... l<lm United Staleo oJ w .. wn Canada •••• ::::::::: J.ll2 
ao:~:!:att;~· i.friliecrSt.aia- ~f 3, Ul A.U otbere .......... . ................ I,~ 

Amertea. • • • • • • • • • • • • • • • • • • 2, 200 
When lhe biD B. R. 4887, now Pubtie Law No. 178, app,.,ed Jlllyl&, 111~ aut.borlatnc \he eont\I'Uctloo ol tb.ree hetoyY...c:luLylc.brt!U:ln1 eutt.era. ... bet 

lho eocnmlUee. ll WM1hou1h\ \hat ooe olt"-eutlen would bo •V>IW>It lor"' 
oa lha Groot Lakeo, but It baa been found U..t tbe eullerl proYided .. • 

• adequate to meet the requl:remea'la ~our land and aaval ronw lo lbt Ot , ~ 
..,._ ,.. a ,..,.., lhe Groot Lakeo liluolloo muot bo tall"' ..,. o1 br­
CoMt Guard cui~- tori« l>r<ell.lq one!-.. ....._ 

Tbe bill U. R. 4226 "boa lha approval or lho Tn>osurr ""'""-' """"' 
Bu~u of lhe Budctt.. Your eommit«ee ~mmtndt \bat the bUI do ..., 

Tbe ..,.~ ol I he,.,._,,. Doparlmenl daled Stp~ootnbor 6, lt4t, 01 ""., 
lhe eorllu rtpOr1 from lhe ~~dated Jolt 2, loBo.-; 

DoD. 8. 0 . lh •• u .. o, 
0Ginft41N1 Co••lltu P tM M~ MoriM o.nd fiW:rin, 

HoM.H o/ R#,rtttf114t•'••· 
DllA& Ma .• C"Anuu.H: Further refetet~oo ~. tnAdo to repon of lhlt DfputmM' 

under dote ol J1~y 2, 1841. upon lhe bill (H. R. 4226) to provide lor lhe ...... ,... 
- ... - tion of a Coa.to Guard eut.t.e1' dflll.ignfld fu1' Ice breaking and aul.st.anoo wortc oGlhe 

Oreal. J.ak~. and J)Ar1icul.arlv the following .P•fA8raph thtndn: 
11 1l.lt the opinion ot the De])J.rtment that tho Objedh•o of lbt bUill. R. 422e 

can be aoeumptlthed through the uslgntnont to tho Stral\4 of Macklnae,... 
during tho leo ICMOn of one or lbe boavy-duh· iH br8k4!1"!1 for which aa app_roprit­
llon wu requeated In them_., ollhe I'.eolclon~ (H. Doe. No. 21J, ~ 16, 
L04 J) and for which enablinc lestillatiou ~contained In the bill H. R. •&a7 •Well 
l)t.Med the Houee of Rep~nta:tivea on June 2, 104.1. ln the tlrtU!MtMctl the 
l>epanmen" oontiden that the en.ac:tmen~ of H. R • .em M not o~ry." 

1\ wUI be Obetn'ed that the Department con.ti•red \J.le f'Oat\AMDt ol the hln 
8 . IL 422e un~y bee&ute of tM pro~peeUve ~o.mtot ol Otlt ollhe U.rte 
h .. •Y-d.~IJ 1<e brook.,.. autbori.ed bl·lhe ad ol July l&f 1841 (PIIblle lAwllS. 
H. L 4587), and l or wbleb a.n app~tion was pro.,ldltt n tht&eeold o.ldeM7 
Approoriallon Ael, 1841 {Puhr;t, 14w 160). At U,. boorinp bt1d btforo ,_ 
commrtwe on H. R. •887 and &leo bel' ore t be Appropriation• Com•l1t.ot t1 Uw 

• Hou.te. whtn the appropriation WM u.ndeT eooAkltf'ation, lbe Com~l fl * 
- Cout Guonl lnlbnalell It probohly would be foUDd l_.blo to hove-ol llooN 

!Jft,.)'-duly_5oe br8.ktr1 .. iped for a pc'lrtioa ot the 1MI' on the are.t Laktl. 
whko:h • ·oukl obt"la~ t'ae necefllity or OOMtnlctinc a ruUer N tonttroplatecl bftht 
bntH.R.42:211. ~-'-

11 baa now developed that the three beovy-duty loe-.,.....lnJ ..,,.,., el~ 
autborlaod and approl)rlaUon made therefor, will be inadequate CO meet. tbt rtq~ 
menta of our land &Dd naval foroeal.n tbe Greenland a.l"fft.. OoodiUOM bave r:t: 
makins Jt neoe~~ary that the oumbe1' be incl'Mied anct the urttne1 of lbt 11 
.. ;u not. pennlt of the utilisation of .ulY of them On the o ... l IAicee. Pv~ 
more, thts de.lcn and draft of theee heavy-duty out«.re, wblth are be:ll\1 '4" tM 
N a rc:~~ult of a compre-hen•lve toeh.nical study of eue.ntlal requlremenW W. 
duty plannad, would not mak& it practicable t.o operate them on tbe Or8l 
•·•t.erwayt. 

Tblo cbanled condition haa bad lbo el!eet or aulllfylnJ lho abo•""'!~"\1:!::;: 
wbJcb &he Oepe.rtment prttcmted in itt report of Jul¥ 3, UMl, t«al1•" 

I 

OOAft ..... W J ZU nz•TL&s. 

-

elU.biiL laU.lWdol.,.....,dce I 2 t,..tiD....,..."haoi\M 
• •---A."'iJ eutier ror "' bn'k ... ...s ;··v ope; • .,_ • .._ 

-ol a &h.J)Op.r~ nt-toook\WMo-bo: II o:lo4d 
G .... ~ ... d 11:o ·-' o1 lho bill B. L U16. .. n. ~· ... - ......... b7 "'" - "' U:oe ilodplll:o< .... 1:: 
ooobjo<Uoo to ll:o --ol U:lo~ to'~'--

V<r! ln:tr ,....., D----- ~ G 
~ ~. A.I'I'OM, ....... -.. "' ... ~. 

Tlla.u.oar DuAil"nll..fT, 
WoMi-, lvlr 1, ~~~. 

Hon. 8. 0. B14MO, u a.--· "- i • _.J ,,.•~-CMit.on COM..W.. M tN -.c- .... ,. .. •- .._...., 
' Hotueo/&,.,..,.tallft•. 

Dua Ma. CuraM.u: Jrurtbtr ftfe"N.DM Ia made to your letter ot Aprl12, 1$41, 
toeloeinl copiet of H. R . ,,_, S.vont;I_...eventb Coopt~~~J, ftrli& ...&oo, • bUI &o 
ptOvkle lor the eooel~t~dioo ot a Cout Guard tuUeT deaiped Cor K.brtMiD.Itnd 
..,~o~a::ce work oo lbe GNAi Laket, and req"""'il>C a ll&l<lmao< of tblo Do.,.,._ 
na:&.'• • ..._ llld ~&loot 011 thil propoled ~\too. A report oa 
, ... bill hal b::en dda14d po:ldJJ>a a t<udy ol lbo ileed o1 tioo•y-du\yleo ......... ,. 
for operatiooe lD Ore~Aluld wa t.ere, wl\h the ~t, that OM oii'Kb euUef'l 
could a1ao bo u\llbo:l lor leo b_..laa \lpoD lhe Groot Lak.., ponlwl&rV lo lbo 
..poe ...,..;Jied Ia lbo biD. 

The walen ol \be Q,...t LdN b&.,e for _1e&n: :Prtee:at.ed a JWObltm \0 \M 
Cooat Guonl lo eonnKIIoD wllh ocloq100te and ::ullable ladllllo:: for Ia _..., 
par_tieula.rlJ" ln lbe •Drlna. Tbe rrMI:l water and the cold wlatu eeuon rombtM 
t.o form ice mueh lhkbi tba.D that ~eed. oo the Nortb Atlantic -.boanL 
The fir::l· :oajor otep l&lleo by tho Semoe toward .....- 1111:: probl<al ,... lhe 
co061.roe1£on ol Lhe eut&er &oouk ( le.&foet.in leqth. l;bO$ t.onl dilplactmen\., 
a.nd of 1 .M'l() horlepower) bullt. In 1032 and NtioDcd at Orand Bane, Mltb. 
Tbit C'~ ol cut..t.u ada_pt41d for loe breakln& p-ro,·ed • marked eonlributlon to the 
i'tiOurce. of Lb~ Cout Guard on Lhe GTMt. Lake~ in combat.ill.lloe oood.itlo»~t aod 
u a l'Cf\11\o ftve addiUonal 1M-toot. c.uttert of tbe &coMllo elaal were cou.truc\cd 
iu 1934. Of lhote ftv• additional cutkrt one (the To~tl'l4) wu ..,.ilntd to the 
Grtftt. L6kee t.t Cleveland, Ohio, and the Temain:lng tour \.o duty on the North 
AllillliC aud Pac:Jfl.c Nort.bweet. cou·t.a. Jo order t.bat th4.11' ll.leCuln(!llf ror all· 
around CoNt. OuaTd dutle., otho.r than lee bruiting, might 110'\ be unduly aaeri.· 
flced, lh()y were. oonatruele!d with lc&-bre.klng ebadcterittJca u a teeQeulary 
faetor. Such ela11 of euUtr un well meet the general run of loe condition• 
on the North All•ntlc coul, and the lett eevere ice condition• oo the lower 
aeeLione of tbe Oru.t l.aktt. Uowevert.. }he Ye&!-t~year Ice ~dJt.lon• In the 
vicini\.y of the Strait.~ or Mat.klnao, St. M &rn River1 and Whitdith 8&y (~lrt 
Superior) have con•Ut.ut.ed a problem which ihe Cou\ Guard hal been unatlct t.o 
eope with •uet~N~CuUy wltb a cuu.er or the &¢ubo clue bea.u.e or lnau nt 
polrft' and veeeel wel&bt and ..U.. 

The reKion tn wh1eh the operation of the eutt.e1' l.a delited lMiudee lbt ,-.:: 
lm.porta.n{ ~ ot marine vam. upoo \be entire Great Lake., \be COD\: ol 
Sow of wbleb 11 ... ntlal 10 lbo ecooom.ie wtll-beioc of aa ulea•h·e 110rt • 
our population &Od to tbt unln&ernapt«< matot.eoaoee of iodUilrial aell•lt7 aad 
~ iD the Oreal. Lat• rfC.Ion. Ao Idea al &be map.itude ol lWI ln\tr­
llAle ODd IOft(p eom...,.. may bo ........,.. by ..t...- to lhe INS 11&11::11co. 
wt:Ueh have undoubMdly ahown oo~ iDcrt:Me liDC'tl, ol t.rdle ~b 
<he 5I.. ~lam Palla 0oi1a1 ODd -., Sl. IIJDOOO, Midi., ODd .......... Cl 1 
(SUallo of l.tadtlnae), vl.o: 

5I.. Marya Fall:: Oanol, 18J8: 40 ou, 73e 
To .. ollrclf!''··· ......... . ............................ $681' 621 628 
~~t:: ~~ v!!e:.'l::in ·and "dO~~ifc:·p;.;.iQi ·~Uih--::: ' at: 201 

Car~~)' traftie betwoc.n MWioae Oity and St. I~: 1 

297 062 Frdght. movtmont ........................ --· • .......... ·······.tom.. $24. 70~ 012 
Value of fre.lgh\ c• raOOI.. ................. ...... ................... ..... 610 800 
PA~eenaera c.rrltld .......................... -- • • • • · --- • • • • • • • • • • • • • 26·4 7:1& 
Aut.omobiJoe, bu..at, truckt. and trallore .... --··· • ·- • •• • •• •• ' 

11"1111 it acllllll" . r lbe YUt • ..,...., .r IMtiM tQIII:IINit(lt1DO'flec biCW ... lAb N .......... c1 Llll• ...... 
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No. 1216 

COAST GUARD CUTTER-GREAT LAKES 

SIPT&MBER 29, 19 .. l .-Comm1Hed t.o the ·Commltt.ee or the Whole n oullt on lh' 
elate or Lho Union And ordered to be printed 

Mr. BtAJ<D, lrom the Com.mi~too on the Merchant ~'Iarine and 
Fisberiea, aubmittod tbe following 

REP ORT 

The Committee on th• ~i oreban~ ~Iarine and Fiaheriea, w whom 
waa referred the bill (H. R. 4226), to provide for tbe oonstruction of • 
Coas~ Guard cutter dcoignod lor ico beaking and assis~eo- work on 
the Great Lakrs, having considered the 11me, repo~fa,·orsbly thrrron 
without amendment and N'COmmend that the bill do paM. 

I'U1\P08E 01" THE BILL 

Tho purpose of the bill is to provide for the construction of n Cooat 
Guard cuUer dt'Bigncd lor icc breaking nnd assistance work on tho 
Great Lnkt.-s. The region in which the operation or Lhe cutt('r is 
desired includtos the mott. imporltlllL arteri('S of marine lroffie upon 
the rntire Great Lakes, the continut>d flow or whlcll is O!!l!<'lltial w 
the. economic wrll~lwing or an extensive portion of our popullltion1 
and to the uninterrupted maintenance o£ industrial activit.y tuuJ 
commeroe in the Oreal Lakos region. Acoordin~ to a report made to the oommill"" br Mr. Ralph lludd, 
tntnsportotJon commisftioneroll he Advisory Comnu .. ion to tlteC:oundl 
of National Delonse, thrN' have been moved by lako tbuo far in the 
seuon of 1941 about 60,000,000 tons of iron ore, whloh io nearly 
14,000.000 tons more than have bt<-n mO\·od on this datr in tliJI 
seuon of t940. :\lr. Budd otal<'8 that the importan(O> or k""pin« 
shipping channels opon in the Great Lakes late in the 8018011 and 
opening thorn rorly Ill tho aoason ill 90 great that he is in favor or the 
proposal to build on i()(l breaker 10 be opemtro under thr juriadietion 
ol .the Qoast Guard. II• olotea thot the advontnges wbi~h h~'·c 1><-.:1 
~•!nod m the nationol-dclrnsc effort by openin~ Ink• nov•p:nt iOil rarlyl 
this SCtL!K)n arc sufficient. ft1one to demonstrate lhc grest, vaJuf': o£ au(' ' 
fL .Progt:nm, and while they Wf' I"C (orlunnle wilh \\"CRth('r thi" spring and 
dld qmto well wiLh t,he cAr (rrry, which wes rent-ed and usrd 88 an 
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ieeb_.er,Je~'!>ew...._~.-- '-" . 
end an ellicieo~ 100 breaker mW:b& be • ~--~ 
fury, which pi'MIImably could 11e Nil~ ill oddi.._ te ... ~ 

In lhe l't'por~ which wu aubmiUed ._ • ., 
orr-ury, under cia~ of JW, 2, lHI, ii'f. ~l•linc ~ ot U.. 

All - ot \bo -llude ot IIIIo Ia • pined by ,..,..,._ lo \bo INII _..,._.~ .. IDd ,.,... -= 
ildorablo ,._.....,of-~- ..... •.a...boodl. ... "" .. 
llt. '-· Mlcb., and llfaettnao City~:.;,~ l"allo c-r ~h: ':; 
81>. ~atya Falla C.UW, I Nil: ootl ... ), Ylo: 

V
ooa or r relch t. •••••••.•.....••• 

, .rue or lrel&hlear.-....•••••. ::::::················· 10, .. • N umbt> ot v-'". loroipl and ~ • • • • • • • • • . • • • Nil ,..... 111 
Car ~7 lnJ!Io between Nactlnao Ciy ..,;j ~ IIIJOucb:·,:: ' 112

1
1
1·!!! ..-fV;IIM movement 8~. I.U...: • . -. 

Value or r,.,l&hl...;jo,;. ............................ looa -
P .... u,oro urrlocl --·---···-----.............. " at, .. ,,lila 
Aulomobllet, b...e,;;·.n.;,b;~\rar~·:::::::::::--··::: ~:i: 

The wa~ of the Great Lakes have for ... .... 2M, 111 
to the Coast Guard io eonnecuon wilh ad yean PI'MM~ a PI'Obl. 
for ice ~reeking, particularly in lhe tpring equa~ ud!r •uitablo facililill 
cold ;"'Dtcr aeaoon combio& to Conn · · 0 ~ water ODd U.. 
e.xpenenced on lhe Norlh Atlantic ;: much l.hicker lhao 11w ~ku by the Service toward Dleetiog 'U,;. ard.bl The first majclt ... 
lion of the cutter &caiiOI>a ( lOS feet · 1 pro em ,.. lbe­
ment, and of 1,600 horsepower) built;;:' ljl'3f" dl,~ looa--. 
Haven Mich. This elaas of colter ~ ,::. ltlliO~ a& 0no.1 

· mark~ conln'bution to lhe feiiOUI'ce8 of ll>e eo..~o~ -.1 a 
L&ket m combating i diti """'011 !MO.. 166-foo~ cul~rt of lhece E!:.~o::i, and " a retul& 6~ aM':! I 

O
theoe five additional cutt.ert one (: No:,"\'IIUc~ri';,!r· 01 

real Lakee at Cleve! d Obi d r '!'" .,. 1M 
the Nonb Atlantic and

6 Pacifi ~:U, the remam"f, four 1o dutyoo 

=b'to:/obe ~-~d:,)'"d Co~~ Guard~i~'U;er 3.!:1: = 
breakitjf charactcristfca ~ =n= f:Cer:r cog~b~~ !}~~ 
~~~~an~"3.'e L~e:rneral ':"" ofi~ ~nditiona' oo the North Adaelie 
Great Lakes H severe IU conditiooa on the lower eecdooa of tho 
vicWli.init of tb~ S~~ver'Mth~ _ _,?'e&r·to-year ice . cooditiooa ~ tho Ba k S . 0 aea.wae, S~. M..,a R1•er and Whilelloll 
0 

Y b e ~nor) have conatitu~ a problem whlch the Coal &'caMI>a" c1 unable to ~pe wi~ euccallfuliJ' with a cutlet of the 
ait.e. .. because of iMulliaeo~ powor, .:nd ·-1 weicbl aod 

Elfo,rta are mad~ lhrougbou~ lhe winter teNOn by private U... 
~~}:_10D ;>mpaHn,..,._the. Mackinac Traoaportation Oo. and tho r ...,.an ~~ ighway Department-to maintain an o~ ~ C[ the operation of car ferries between St.. Igoaoo and Mactioao 
~ 1J;~ ~ ~e ~ f~os employed in ouch ie&-breaking o~ 
OAitj Wa~m t(2 ::J (2,383 grog tooe, 2M feet I~) and tho 
vcaacla ' • groee tons, 339 feet length). Both or lh.­
Lak .. ,arc .eup~bnor \0 any of lhe Coas~ Ouard cult.ert on the Groat 
w uld b or le& ';Cak~ng. Any interruption to this car-fc!T11 hde 

0 ave a senoua, widespread economic clfect and it it d~le 
' 1'111111 d t JIUI'OII, U '*"tltM'fUl,.O'MM!lt(lt-n..__... ... t.ct~et .... ...UM ....... IId~ 

OOIIIf .,,.. cu::a - ·· w.. • 
tba~aeui&ableOIIM'Ounl..-be aniWIAeto llliM iD .... ..... 
an opo11 c"*""el _., al eor 1'11 r , tile B' + .,. .... too 
sm.O and Jo• pow....S &o ~ ...,, il ttlljuiaed. 

The cutter Prot»c-! bJ W. llill wil aid iD tile mala- at .. 
opeD dlanntl - tile 81rai.,. at M..,)riMe ~t * wiD• 
.....,., aod in adn.ncinc the opeoiojr at u't'iplioe or lAlla Botperior, 
Lake MJehip.D, aod Like Huron m•omng ~ lhrou!dl tile 8\. Mary~~ Rinr and th~ St. M~ i;;er_ Cull,. with ~·~tan\ coo· 
tribution to lhe earber retUMPboil of md,.tnal acti'rlty m ll>e 0-1 
Lak .. ...,Wn dependen~ upon the ~rtation of ore and oll>or 
commodiur.e moving between aod lhro lheoe wa~aya. 

1n the preoen~ need for aocelerat.ioo o om induat.rial aclirity, pU'­
ticularly relating to n•t.iooal de!eoae, t.be Adviaory ()>mmi•ion to t.be 
Council of National De!CDIO during lh.:l~~ieeaeaeoo appe&led to 
the Cooat Guard for uaiatance io ie&-b · operation• in the abon· 
meo.tioned region. The &caft&k claal of cutter not being 1uitable 
or adequate for breaking ice of lhe thickn- pronilin11 aod N t.be 
situation wu one of imponliYO need1 the Service .-nee> lo the 01111 
available expediency-and no~ a ealisfactorrJIII&-thal of chartarinc 
one of ll>e_pnntel,:r owned car ferrioa, the &riAU Mw. 

Under Executive Order No. 7621 of December 21, 1936, t.be ~ 
Guard is lhe .,.ponoible Fedora! '10De1 for keeping opeo to na.,;p­
tion channels aod barbon in aceordaoce with the reNODable deawide 
of commerce, and t.bia duty becolllel of panmoUD~ im~ due 
to the man:r national-de!- inddllriea which depend oa ~ 
transportaUOn. H i.a fol~ lha& in canying !onr&rd a Jol"'iMtive ~ 
vtlopmen~o! the ability of the Jl'edoral Oovemmeo~tlo meet thnoeedaCII( 
commerce aod induaU'y in ll>e mailltenanee of important arteriM ol 
marine commerce, the Coaat Guard muat ~ acieq,ua~ and euit.able 
facilities for 1uch pUfl)Oie· The exietiog problem m the Sllaita of 
Mukioac Md uppu Oreal Lakos tql)on i.a one calling for •UClh ~ 
gr£08ivo improvement. It i.a conoider.d tha~ a Oooa~ Guard cutter 
of a proper design, and of eullicient power to comba\ ....-tully 
the ice condition• encountered on the upper Orca~ Lakea would be an 
importAnt contribution to t.be 11ublio wolfare and in the public lnt.er­
esUI. Tbi.a need will becom• of mcreuini ~ey in viow of the pi­
for abip conotrueUoll, mcludinl naval. veeaOia on the Great ~. 
which wu oon~plated in the -~ uebanae of no~ be&w- the 
Uni~ Sta~ and Canada on int.erpntiog tbe"Raab-IMt!Ot apMIDIII~ 
of 1818. The above ata~enta are supported by lhe aulhor of lbe bill, 
Bon. Jl'red Bradley, of Miebipo, \hat ll>e aiwation ia conoiderably 
agranted " ll>ia &ime dlll to the need of kee~ lbe S\nita of 
Ma..kinac open for lhe mo•ement of iron ore, lin>eaiODe, coal, ancl 
other commodiiiea needed in lbe del..- JliOP"::Il• lhroucb keepinc 
the Straita o~ aa Jat.e aa JIOII''ble thie f&IJ iind reopellio« ~ aa 
early u po~~>ble next epriog. Tbia refers al8o to the ourrolllldioc -~•Y" such at the S~. Marya Canal, and St. Marya Rl•er1 and the 
Soo low, and there ia al8o the problem of keeping open Ul.e lower 
riven in lho Det.roi~ area to make certain !hat ll>e Bow of oro, limo­
stone, and coal needed for ilie production of steel will be kept going 
as Ia~ u poaaiblo lhia fall and transportation be available aaiiOOD u 
possible nox~ rpri!>g. 

According to fuiurea eubmitted by the· Miehip.D Stat<~ Highway Departmcn~ and aloo taken I rom the highway plan and survey of the 
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Public Roada Administration there hao .,_ 
of traffic ae.,. the Strait& of Madrinae eaeb a l.hnm i14 ~ 
Michigan State High war Departmen' .~• fro~ lt2a .._ .._ 
for thetranaportationol mlawtateoemmerqin ~ ltf"Ciot .._. 
eara, ll'ucb, etc. Thd .bows an inc.-- · M orm of.........-: 
10,000 in 11!23 to 210,000 in 1940. m ,._,.,... care ott...; 

'l'rol'c ..,. .. , StroiU qJ .llo<kiAOe,. AII<IIVoo &ow 
1
..._ 

Ytw .... 

The inwrcsting character of this tranoportation ;. d 
!rom figure& produced lo.r the year 1937 rangjng rou hi ~monotrot..J 
(rom the State of Ohio in that year to 32 from Hawaugl4~ ro'\fG·!lOO 
and oome 6,000 roughly from various part& of Conad~ ~m~~~~ 
table sbowa lbe break-ilown: · 0 -·""' 

Yea:r 19$1 

Ohio •••••• - ••••••••••••••• • 20. 2J5 Nonh·eo~«u tJoJIA<I ew., of 
lllloolo ••••••••••••••••••• ••• 14, 128 Amerioo 
lndlooa..................... 8, 811 N.,. "·····: .;···············- 1,tllr 
Wfoooooln 3 050 B ...._... •••••••• ··-··· m Mu.-..-:.::::::::::::::::: 2: 110 M=··--·················: II 
N.., York. 2 A~ ~·-~-·---··········-····· 14 Ponnqlv..,i.:·::::::: :::::::: 1: 7JjQ N.rti,;:.t;;QC:iO.iOciA""···· ·-· Ult 
6oulheuttm tJniiA<I Soatoo or w......., Canada ·-·-····· 1,12! 

Am<lrl••·········-----····- a. MJ All othtnl ·····-··--··- 1·'!! SouLbwettorn Unltbd State. o f ....... ................... ___ ""' 

~eric•*·---·--·····----- · 2,206 
Wlac~ tho bill H. ~·. 4887 now Public Law ,No. 178 approved 

~ul.v I o,. I 941, authoriZmg the construction of tlaroo hu~Vy-<luty 
•co-broakll\g out~rs. was l)efore the committee it w at l.boucht lh&~ 
one ~~ tb0411l cutters would be available lor u~ on tho G~at Lt.koo 
but •t haa been (ound that the cutters provided will no~ be adeq_ua~ 
ro moot the rcqu•rement.a of our land and naval lo~ in the GneWaod 
area. M a rc&ult, tho Great Lakes situation must be taRn ~of 
by another Coaat Guard cutter designed lor ice b~aklnc and uoiot.­
ance work. 

The bill R . R. 4226, has the approval of the ~Ill)' Dtpattmta~ 
and tho Bur.au of the Budget. Your oommittee reoommeruls lhal. 
the bill do p-. 

The ~porL oltbe Treaswy Department dated S.p~mber 5, IHI, 
aa well ae the earlier ~port from tho D epartment dated July2, follow. 

b•Aavar J).,,..,..,.,."i 
Bon. 8 0 B w.,AillfCOo, S.,U..W ' 1141. • • L.AND, 

CAGl'""'G"-• Co'"miltte on llu MntA4n.t MoriM carMI Ft.MrUt 
HoWH of R.f,..u,,.,.,itu. 

DaA.a M-.. CR.\IftJ.t,Uf: Further m~noo i• made t.o MJ)Ort or c.t!;e Dt~' 
~ndoo!rdatoOool JuJy 2, 19411 upon the bill (H. R. 4226) to provide lor U>o....,.... 00 a All~ Guard cutter deaignod tor ice breardoa and a.l.tt.-1\Ge work oo &M 
Oreat. Lake.. and PArticularly the lollowi.Jll paragraph ttte:rofn: 

6 

"I ;, tl>e opialoo o1 tha ~·· .aa• tha objee<i .. of tha bill H. R. 42\M 
• ~ oh-ll ... ---·to .... 8lnolla ol --,..so. -.bo,bofoo_oi_OI<bo'-"l'-du~-..rcwwt.ldtoa~op»--"11 _...s Ia <bo - ol <bo • (H. Doc. No. Ill, 01 11, ,_ ":.1 ~ ...t.kh onabll .. foiiMtloo ~ -oaiDocllo lobe bill B. R. 4887 wblcl> = \he UoUJ~ o1 RepNIII:nt.ttt ... 00 JuDe 2. INt. Ia l.ba circu........,.._ OM 

bep&rttnf!:ol CIOI)IIdieJ't \&&&. \be enaeuDeat ol H . R. 4211 il oot. ~· u 
• ...rn bo ~ <ha•tbo ~· .. - ............... ., .... b(Q 

IR 4221 un-1-u• o(<bop~ve Mlftl,..,..••ot ODOoltha J.hno J!; •• ;-du•y ke btMke" autboriaod by the~ of July 1$, le41 (l'llbllo lAw 178, 
8 R. 4887), and tor whJc.b an approprlatJon Wll J)f0v1ded ID the Seoond Deftele.noy 
A.f,.pffll'lriaLion Act.1 ttU (Publla Law 160). At. &.be be&ainst held beloN'Jour 
~miDittec 011 H. n.. 4887 &od Al110 bflfore the Appropriation• Ccmmlt.lee the 
Bottte •·hen tho aporooprlatJon wu under oonllderatlon. Lbe Commanda.nt. ot t.h• 
Cotu~t 'ouard lnLin~t.od . tt. probably would be found fet.tibie to h.ava one of t.heeo 
he.a.vr-dut.y too bru.kon 11111ned fM a portion of tbe year on lobo Oraat. lAke" 
wbieb would obvi.ato tho ~t.y of OO!"'truoth~ a eut.t.er N contemplated by t.ho 
bill 1!. R. 4:n1!, h .. h -d . ~-"In -• d h bM now developed that. t 11 \..uree eavy utyt•unaa• 1 euU.el"', a~rt• y 
authoriaed aod appropriation mAde therefor, will be madequate t.o mee-t then~qulre. 
menta of our lf.od and naval forte~ In t.be Greenland &rea. Conditione haTe arWteo 
makift~IL oeoe.eary lbat. th• number be lnc:reated, and lbe urac:nc:7 of t.be dut~ 
will oot. ~it. of tbe utillaadon ot &ny of them on the Grtal Lak... furt.bt .... 
more tbe deticn and d,.,\of t.bHe heavy-duty cutters.~ a.re beln& formula\td 
N a ~h of a eomprehtntlvt tee:balcal atudy of e.t.ntial rtqulruotoLI tot the 
da'y pJ.anoed, wou.kl nos. tM.kt h. praeU~ to operate them oa the G.rut. L6kee 

--=-~ ooodltloa b.u bad lhe ell' eel. of ouDibimt the aboV"O-quoled rewon 
wbkb the Dtp&rtmeot prNtDUid lD iu report Of JUt, 2, 1041, ..,DA the tuc-'&oo­
,_,or the biD. In the IlCht ol tblo now do•oO>p...,., ..,d lo -llloa o1 <bo 
Deed ol a be&Y1-duty cuu.er fot ioe-tx.kin& and ...a.t.ar:~ee operation~ on t.be a ... , ~..U<o, ..,. Dtpe.rtmeot <~oou. ... ..., tha• h• ._,. be io<ooUderod aoc1 
\0 reoommend the enut.mM\ or \be bUt H. R. 4.2'26. 

'The l)epottmenL hM - adYlaod by the au-u ol <be Bud&n< !haL ...... lo 
DO objection to tbe prCIIIOO\a\.loD of t.blt report. to your eommittee. 

Very truly yourt, E. G 
HEU&:IlT · AlTOM', 

Adiftl S~:.cretarr o/ IM TrHI"rr . 
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All&ollo aod PaoUic Norll>- - · Ia onlor 11oM lholr IIOOI••-­.........t eo... Guard dulloo, olber 11w1 too lmakiac mlah• Dot bo- lor ... lood, llwoJ ....... ....,.- wit.b 1....-u., ~- _,_ 
'"""· 8ucb - ot eu<w .., ...U - tie- rua ., .. ~ ~ oa llwo Norll> All&oll& ..-, aod llwo '- - too ooDIIJib. ~ oeetiooa ot ..... o ... LU-. u ...... ~~ ,.,. .... , ... loo '!" ........ 
>idnitJ ol ..... Stni .. ot MMkl ..... a.. aaryo Rl- &ad W\1:~:":: lo .... 
Soperior) have oo..U<uled a problem whicb the c-i Guard boo- •J' !l4b 
oope wh.b wCC(IIII=wU.h • cutt.tr of the R•n"lh olMI bec&ule of 1 hoblo 10 powv, aDd veeeol ht &ad RM. ... .. Ill 

Tho rccloo lo whi lobo o~raUoo ol 1M culler It dfti...t loci- .. . lmportanl arlerloo o1 marino lnllllo upoo the oou,. Greo1 LU lbe -­low ol which lo _,llal lo tbo -•IDle •ell-belnc ot .,. .. ~ .. ;:::..,. 
our populalloo, and lo 1M uniolorrvpled malntooaooo ot IDC!uatrW odhlt 11 
co01U!l600 Ia lobo 0.-t Lalteo ftllioD. AD Idea ol lobo a>apltuda o1 ~ ~ ... 
- .. aod ,.....,. -= .. C0&7 bo - b7 ,..,_ lo lho 19al ... wh.lcb b&vo uo<loublodly abo., conoldorabto ln.,_ olooe o1 -....,... 
the 81. 114af11 Fallo Cai>ol aod bet- 8c.. 1~, Mlob., ~ Mocl<..'!"Qt (Stmto of 1\lacklnao), m: 1 
St. Maf1• FaiSt C6nal, 1938: 

Ton• of trcl&bt ••••• - ---- ........... ....................... _ 40
1 
~ m Value ol ,,.liM .,...., ................................... . 1681 111 Ill 

Number ol •-11. lonlp and -.~ln&lltroup.... ' !~let 

Car ~.;rJ~=:v':!en~-~~ -~-t~-~~----~~=: ... toat. . 2t7,11t Value ot lrdc)ot ...._.. . .............................. &24, m,m P_,.,. oOrriod. .... • • • • • • • • • • • • .. .. • • • • • • • •• • • • • •• . • 61t, a Automobile., bUllieS, trucb, and trallfta ___ __ ............ _____ 2&4, m 
EA'ort.t aro mado throuKboul tbo wioler ...... 1>1 private tnro~lloo 

oompanJee-th6 Mackinac TrantpOrt.Uotl. Co. aod ~ Mlohlpa Btat.e .., 
Deput.ment-to nalntain an or.n ob&n.nel for theoJ)C!I"'.Uoo ot carferrletbe WMI 
St. I&»-and ldacltloao City c:•• ot tbo car lerrlo .. mplo1od iluucb -1 _, ..... boinc the &i.u Morio (:l-883 .,_ 1ooa, w r .. 1 lqtloj ,... "" 
c:AWf w ...... ., ~ (21900- 1ooo, 830 foot len&tb). Both o1 ~-"' auperior &o any ol tbe COut Ouard eutt.era on tli.e 01"01\ Latte for loa bnUJa&. 
Any iat.errurUoa. to thil c:a;M'...,. t.raft\o would have. etrioul ~ ....... dl""', aod I ltdOIIrablelltat &~ul16bloCoutGuard outtorboa•ollObktoa,..la 
mainte.inins an open ebannel under all ooadition•t the &co..ok itpe Woe too amall and low-powered to provide reHef, ll roqutrea. 

While ar .. ht.anoe In tho malnt.enanee of ao open oha11nel aero. tbt SttaiW o1 
Mackinae tbroufboul thfl winter toeMOD lJ one ol tho obJoclives, an eqUAUy lm­porta.nt need II ,tL&t for advancl.na the openin1 of naYtption oo L&tt &a~. 
Lake Mlc~n. aod Lake Huron, la•ohlnc- t.broucb the 8~ lhryo-RI"' 
and tho ~1. 111...,. Rl•er Caoal, wllb lbo .... naot ooolrtbu- lo "" ,.. ._,plloo ollodllllrial actlriiJ lo tho Groot LaX• l'ftloo depeodoot ~-­
~lloo ol ono and olbor oommodltieo mol'IDC bol_. a.od ~ '­
waterway&. 

In tho preeent. need for acotleNUon of our loduttrial aet.i•lty, ~artr relatina to natJonal def'en.ee, the Advllory Commluloo t.o tho Cou.ocil ol N~t-.1 
Detente durlnl tho pffiiC:nt Ice ee&IOD apptWod to tho Co&~~t Ouard for .... I.UI~ 
in ioo-.br11aldnc operationa In the &bov•.mentioned rttlon. The &r4uk c:: 
cutter not beinc oultable or adequale lor b-cin1 loo of tbo =:d'::;. ool! and u the 11\.uaUon wu one ot lmper&Uve need, the etrvlco . tl _.. avallahle upodltoe7-aod ool a 10Uotaclof1 ooo-t.bot ot ....._­
printetJ owned car fetriet. t.be &i.W. lilarW. 

1"nnllit.....,.,.flfU.ftiCmo..._..flfaui .. -.,... .,_.,...I.Ab~ ... LIIII 
D-

o 
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FBOII : 1111. GASTON 
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_ cr ·t conceive or nn lee-

• .} .• ~: '-' Grcr.t I...ru:e s eot~lng 

F.D.R. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE B UDGET 

WASHI NGTON. D . C. 

117 doa.r l!r. llelnt7J'e 1 

The Concnooo haa en&ct..:l H. R. 4226, •To pro'Fido t or tho 
cone~ruc ~ion or • Coast Guard cutter doeiJnod t or ieo-bre&kiDc 
and a.ai atance • ork on the Creat L&kee.• 

I ~ io ~he purpose or the bill to pro~ ido for ~bo construc­
tion or a Cout Guard cutter deo1cnod tor ico-breal<1nc and ··­
ala~ .nco • ork on tho Great L&Jros . It 11 point..ed ou.t that tho 
region 1D wh ich the operation ot tho cutter 1a duirod inebdu 
tho IOOit Lllpor t&Dt arterioa of Mrinl tro.ffic upon the entire 
Croat Lakeo, tho continual !low ot which ia necoaoary 1n the 
intereat ot induatri&l actiTities and coaoorce 1n the Croat 
L~u recion. 

The bill proTide• that tbe Secretary or the Treaaury shall 
construct and equip tho Coeat Cuard cutter 1n question , notwith­
atandine the tact that tho Coast Guard SerTico is naw under the 
juria<lletion of the t:avy Department. The Treoaury Department ex­
rrf'aaee the opinion that the Se cretary ot the r.'ayY would appear 
t o be the proper officer to perform this !unction . It is not be­
llevo<l that the admJ.nJ.stration or tho bill will create any ditti­
cul ty and that the lll&tter can be adjusted upon aereement between 
tho Secretary or the Treaaury and the Secretary of tho llavy. 

I have referred racsildles or the enrolled enac teent to the 
Trooaury DeparU>ent and tbo Ka'f)' Depar t.aen~, and tho1r replies 
are o~tached, recoa:end1r.g approval or tho bill . 

It h oati&ated b)" the liavy tltat opprO'fal or the bill rlll 
result In an expenditure of opproxL .... tal.7 $8,cco,ooo. 

I roco•end that the bill be approved. 

; r. ll&rTin H. ~cintyre, 
~ocretary to the ?resident, 
Tho ft'hi te House. 

Very truly youra , 

f.nc loaurea t 
Letters f roa Tr"~UJ7 L"ld 

t •• .,.. 

• 

' 
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t~ TREASURY DEPARTMENT 

~·f'( 'I '• 
0 

\'1ot NOV 1:; ~ ~~1 ., ••• • • r .. '.I.; . , ,. ' 

-"' u 
"' ., 

Dt-ar ~1rJ 

Re!eronce 1a ""de to .lui#Ul>t Director BcUoy' s no l attoro 

of tonaber 13, 1941, reapoctinly re<;ueatU.c t ee c~ts ot 

t.~io llo.,..rtaeot oo H.R . 4226, •To proTide tor tho conatnlctiOD 

or • Cout ~ cutter clesipted t or 1co-l:rMkiq IUl<l euiat.anco 

tory ot tile Trut:Ur"J to cliaporo ot tile n .. 1n1ng portion of t~o 

N Cro11 se Point. L1ghthou..ee Reaenet1on by deed to the city of 

Enr.:too , Il:1no1a•. Tbe Tr.,..sw-; re)>Ortod tnonbly on P..R . 

42:<6 1n a letter ot Septoabor 5, 1941 to tho Cbaizw.n of tho 

Houoo C-.1 ttoo on llercbant 11ar1na &Del Thheriu. The De put-

cent U.lttrlao reported fu·onbl)' on H.R. 5120 1n • letter of 

So,.t..cber 24 , 1941 to tile Chain>aJ> ot tho ...,. CO<:Littoe. This 

lHter ouutat..cl an aae~nt to the hW which b&a been adopted. 

Poth reports were cleared wt th !."our B\D"e&u prior to autaisaion 

to Concreas. 

S1nco the date or tileae r eport•, tile Co01t Cuard i>Ba boeo 

trr naferrad to the Nny De,;&rt.aunt b)' EltOCUthe Order &o. 8929 

of llo•e~~;bor l, 1941. The Treaoury Dof"'rtAlent' • only intereat 

In thoot bllls no b)' Tirtue ot ita acla1niatrat1on ot the Cout 
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Guard. In Yin of t.ba trau/er of that :..nice to t.be lla 'fy 

De~nt, )'OU ... y, U ,._ M'ft DOt AlrMcty 4ou eo, dR to 

aecun tha n••• ot the Secretary ot tha •uy on t.baoe wo 

aea~Nl'e8• 

248 -
TIM t .... ot t.be t.o bU.la• II , .. , dou appeAr to pre-t 

10,.. lapl probl ... aince ... authorbee the Seer.tary ot t.be 

Tree....,. to C<>Cetruc:t a c-t CNard wtt&r and t.ba ot.bar ,,._ 

tborinl bJ.a to 411poM of eert&iJ> co .. t Guard proper1;J. In 

rlow ot t.be r .. ct that tha tro.naf.r ot t.ba Cout Guar4 to t.ba 

llt'f)' preceded t r.e ""''- ot bot.b bllb by t.be s .... t. and t.beir 

a~>actment into law , 1.1' aignecl by t.be Preeidont, it &isht ...U 

be argued t.b&t t.beir _,....,. effect ia to ""t tunctiooa 1n 

the Seer.tary ot the Tree....,. tho\ICb bia De~nt ao 1-
beo ~ 1ntereat 1n t.ba aubject .. tt.er ot elt.ber bW. The 

Secretary ot t.be ll&'f)' would appeAr to be t.be proper otticer to 

exereiM all tllnctiOIUI UDder t.beae billo, and it 18 0 therefore, 

eu;:geatad that t.ba Co""t. G\IAJ'd &Dd lla'f)' Depertaent Ci"' coneidora­

tion to t&k1nc - t.enr aetion -.y bo DeCUI&I7 to acec.plloh 

t his r eeult. 

By 41ract1oa ot t.be Secretory& 

The Director, 

Vary ~ )'OUl'lo 

.>o~i.D& .t.cla1niatrat1"' .t.oaiot.&nt. 
to t.be s....-.t.ar)' • 

Buraeu ot t.be Bll&lpt. 
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DEPARTMENT OF THE NAVY 

WASHINGTON. 0 . C . 

November 13, 1941. 

Sir: 

Your 1et;ter oated November 13, 1941, 
enclosilcs e r acs1.lll11e or enrolled enact:tent 
of Conc r ess H. R. 422o "To provide tor the 
construction of e Coast Cuerd cutter designed 
tor ice-breaking end assistance work on the 
(;r en t Lakes", and reques ting the comments or 
t he lievy Oepert.laent , has been received, 

Approval of this Act would result in en 
esti~ted cost of ~s.ooo ,ooo . 

The ::evy Oepartnent recommends approval 
ot thh Act , 

Very respectfully , 

Tne Director 
cureou of the oud~ot 
~xeoutive ~flice of the Pr esident 
.. eshin.,ton, 0 . C. ~ 

z 
"' .. 
c: 

"' -
;;. 
= <= 
c ... ... -

~ 
.c. 

C> ..... 
;t 

• .c. 

;Q ,., 
n 
"' < ... 
0 
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II. R. 4225 

~romlv-srnnlh ( ongrm o{ lhr l nilrd $ tnlrs of ~llllria; 
l.'lt Ill< .lir~l ...... 

Bcoun and h<ld at th< Crty ol Wa>h•ncton.., FrN!ay, U.. tllinl 
clay ol ja~~U~~ry. one thow.nd n.~nt hundrtd and forty-one 

AN ACT 

Tu t•r••\hlt• (,,,, Ill•• ,,., .... ,,.,"'' '' '11 ,( :• ,.,._, .. , t. u:•t•l•ull••• •1•-t::w.,l 

(nt' j,,• ltn o:ILIIIC" till• I"""'"' '"''''' ""'" "II tlto' t it P:II L tL•··. 

J:, it ,,.~to •f,./ loyll.o ,,,,.,,,, .n .. / fJ,,.,,, ••I J;,l',.,.,.,.,,,,;,.,, " ''"' 
/ '~tilo J ·'ltllo o ttf . I~ hot ;,. ( '.,,_.,,, •• ..,,,, ,..IJ, o/, rt t::t l m d ... I lilt n-.1 

.,( tlw uuiuhTTUitlf"'l I"•• uf lllh-l'l;th• :tnol f,...-,.t::u • •111111110 n·r thnllt;,_4t 

tl•· Nnil .. uf liM"kitlM" in •lltlf'r ,.. ..... ,.1 ... auol J.,.urr lu llf'H\ttlo• 

·••i,_.._,.,..,. I•• tu•rin" '""uuwn.,. ••ttl itttlu-.1~ utt tlw Cin-:.1 t ..,.,t;, .... Ut 

'1"•uut:,: t.,.·"•·k.-.1 dunuwJ .. ~u·l l"•r1' tl ..... ;-;., n"f:tr}· ••f 11 ... Tn•:a .. tu·~ 

Itt•, :Hill lw i~ l11•n•h,\' , ttU1huri11'11 1111<1 olirwll .. l Itt l'ollll"ll'll•'l :1111l '"1'"1' 

:t t '••;1~1 (;UIInl I''Uitt•r uf M oii..,IJ!II ''"'l"''i llll,\' :1•1:.1•11.,) foil' li• •:t\~ lt't• 

1·n·:.Lin~. 

l"i« /',.. .;,,.,,, ~·ftlt. I '"'"' .'1<~1•,. ,,.., ,.,...,J .• t .. , tit • ...... ,, •• 

• 
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lona'bn 1&, 1841. 

Dtv J.lr, s .. ntuJa 

rhia wlll aokaowlelE• reeelpt of 70ur 
l etter of Jo~r Z6 aal eneloaurea 4ealL.c 
wlth the lDereat.a retpoa.l'bllltT ot the 1&'7 
Dtpart.at with , .. poet to nfepardlD& ehlpplac 
lD bar'bon aal ntua ot the Oalte4 Stat .. , -&Ill 
requeettng the cooporatloa ant aealatanee of 
Treaeurr flel4 orraulaatloa. . 

ApFOJIPl&te la.ti"Uetlou. wlll 'be haua to 
Treaaury repreaent.atlTea . 

SlneertlT your a, 

Secr etary of the Treaaur,r. 

The lioDora'ble 

T'be Secretvr of the X&TJ· 
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NOV 2 8 1941 

Wrillni ProfitL 
'Given to Navy, 

Knox Reveals 
Secretary R-nh 
Criticism Relating to 
Magaxine Artid• 

• 

' 
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( 

·-11W" .. , ..... " ... 
.......,. X.. au 11"• tbt o pecttcl 

uawer to tbe dr.arp tMl a.. nws. a 

' 

I*"'Ml pi'Oftt oa.t 01 ............ &rUd• 
appMI1Itc' ....,. b.1l ..,... Ul4 rwtaJ. 
1111 ~ wt.Wlbfld-. to Wa 
.. tbe ,....... of bi.l Gffleli&l ~ He 
Qal.lllld u. ~ to .. wrttU.., .. 
..,., ........... ~ lt put ol ... ,.. .. ..,.._.. ... _ ... 
K&'f7.• Be 4Ww.d tilt__,.~ 

w.w..a u.. - Wllo ...... act-.1 

-- ·--~ .. -........... --.... --............ .... 
~ .... _.., to ""ca.d. it 
fl'l'flr.· ..... ta. ... 91 .. fAM7 .. 
dolltaC taat u ~ aaYil otncet 

j:±§~E.:::t 
OlliJ ta u.. "'PPrUAc aad -'~~'t 

wotlcll but In ottlcial clrc.a.t •no mort 
• 'CUlt theA hJa oWD.. They ..... pnc•· 
dlnt8 ~t~tat OIICllt t.o ... ...... la.lnlnt4. 

ls.w,,...........- ""'' ....... .... 
IMQJ -. wbo han U.pol"&Mt tdtu 
but ... "t wrtfA; ..,__ hda ... ..,.. 

•tltHd to aD tbe NIP &be7 liNd, JI"'" 
..w.d u..t t.&M ~ ......... u..tr OWft 

u4 dM p;a.lltic II DOt Cleeel'fiiML W • .,.. 
.n more or.._~ to U.. "*'" 
l
tade ot ...... Gld oft ........ 0. 

-----~~-­WM&._to...,.ot•~ 
&bill .. tM pi"Kttoo 01 ntalll:ltc' otf'JdllJ 
talonaatioD to ..a..eted cu.ta. u ..a 

)lratw Hoe .. co ..... pQUc at all 
ra .._.,to co'fhllb' to a11 wtao..,.. • 
- ..... ~ ... Ana¥ ..... 
Na-.y and ton1p n&aUOI&a .,.. tilbtr 
,.....,..~ 01' oot ~~ lf tbeJ 

~- .... ,_... or&.Jit.a 
,1'4 .. .., ........ ..,,...... 

256 
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lir . Hetzel handed this t o the Secretary 

) day r.hen he end ~r . Cerey saw the Secretary. 

-
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!!!!l)lW!!Jilll ON W A!Z CO!II'IPL NID 1 Nl'UTION 

It 11 unwiee and wmeoeaaary to !re .. e •~ree or put oeiling11 

thereon at this tlJH. Likewiae, it would be aeriou.e}¥ detrimental to 

tho national econoJIIY and morale to cut the real inoo:oe o! working people 

by fiscal .. aaurea aucb as con~er t&Jation, W&lrf t&Jation and forced 

uv1nge . 

Tho 110~ale and physical well-heine of .U..rlcan worldnc people 

usu:es now en lo!portance of !lrst r ank in de!enu production, llo •aaure 

b more usantial, therefore, than tho illp~Y-nt of the well-being of 

k!lerican workers with the !\Ulest enlistment of their virorou.e loyalty. 

! he 110ll-beinc of these workers is dopendont upon an adequate f&lllly in-

come. l!Ost American workers still de not have enough income to live on. 

The first threat to workers' incomes 1t inflation and the rising 

coot of 11Yin(• This can be stopped by an of!eot1n price control bill, 

lncludi nc fa"' prices' but not wages. 

Wages as Labor Coat 

Those who want wage callinp say that rhine wages so lncreue 

labor coot u to ll&ke price ria'" necessary. It 11 an acceptocl tact, 

ho"'ver, that tho oxtenai n price rio81 llhioh hno taken place to dato 

c&Mot be attributed to increased labor coet or wage riua, though sub­

stantial wage rises haw taken place ol nco January, 1941. '!'he !acto are 

spread upon tho record o! the Banking and currency COOII!d.ttoe ~>'/ Henderson, 

Lubin and others. 
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..;z 

Ia,_ -t DOt be oODtuecl with )ll'icNe, oftn tara prio•. IIMl 

.. e•• are the diroot -... ot a li.,.lJJiooct of a ..., &Dd hio t~. tar 

,.., .. ..an a low a~ard ot linn.. on tbe other band, low prtoe1 llliT 

•an no auch thin&• 1'boy llliT IIOID hip proct110thiQ-1 ottioilnt prodlootion, 

one! higl\ protitl. ll1ch priooa -r not - a hicb atlndard of li1'1Da, boat 

epooula tion, hoardina, ioe.tticiont production, .onopol,r, &Dd protitMrlJII. 

la,o retn do not DeC•IIl'il.T dotlnlDe labor ooat. lAbor coat 

..., aloo he nriod h7 ott1oi111107 of production, h7 oh~Daioc outpoat per -

bour, one! b)' rate of oapeciQ- operated, 

'!:be ,..,..1 proo•• ot collooti.,. hor&aioina t or_,. iocroaaeo hu 

bean c!arriod on 111. th1o tho lillitl illpoood by tho pricoe 11hicb the ooplCJTIX' 

can got for b1a procluot . UDio118 W>dontand t blt in a oo!Q)etitift .,..ltot an 

employer cannot railo bia pricea at will, aald therefore their wac• requ .. tl 

IIUtt he confl.nod to tblt iDooae which will ho roooi-..d at pricoa the •ployor 

can pt. Onl,r .oDOpolill can railo their price& at will. 

It pr1oo ce~ are placed on c...oditiee whoeo pricoa threateD 

ioflaUon&r7 riMa, the collectiw harpinina tor _, .. wl.tbin tboH 111C1u­

tr1aa .... t noo•earil,r consider on]¥ tho inc,.. 11hicb tho ooq>lgyer can eat 

under pricee .. t hT the c•illn&· Tbua, on ettocti.,., fair)¥ applied aot ot 

price ctilinee can prewnt euch increu•• in labor coetl u .,uld contri­

te Wljuat pr101 r1••. 
It 11, thorotore, not DIC08IaJ'1 to ineUtuta eo ... nwwnt ...,. con-

troll 1o order t o pre.,.nt intlation, 

' 
lam M CoRilPfT Ipqw 

Tho eooon4 t o .. ot att.clr: on ,.... 1a the propoa1t1on that 1D-
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c-lod ...... ll'tl- OCDtzoibllt1Jic to All .... Of 00 1no- O'fV 

the •ount ot ,.,...S. a..uable to~. Propoaal8 to tNeM...,.. or to 

cut t.h• b;y taxat.1on an oalled tor in tJia - of PNWD\I.nc tb1a .,. ... 

It 1o aooept.ad tbat -rioa workiDa t..US.e wl.tl:l ~ u..­
bolow t:WOO ntter, u • o_oe, 1D bealth aad ep1rit ffta laok ot 

edequtl food, olothlft&, aad obeltor. .........., to out tAia1.q 1no-~ 

th1l 111'11 o1tbllr b)" - or troenn, pnMnt ...,.. w111 ~t u.... 

workiD1 t•.1llee tMa ba..U, tho food, clotb1na. aad aboltor tbll7 -.t. 

It tbon wre ebortope ot oapoc1ey to pood- food aad clotii1Jic 

and l_.,oot obllltor 1D tb1a ~Uon, tblln tho ""rkiDI people ftald haft to 

sh&ro tbooe ebortoce•. The taot 11 tbll o01111V,. can produce onoqb .. re 

food, tnOU-" .. re olothl.ng, aad at leut • part '>f ... ..," bouliDr to 

si•• lftl'J .laaricu worbr aad bio hal~ a bUlthtlll, deoent et&Ddard of 

di>Ct.ift work. 01ar national outpat ot bu1o ...SO 1D food, cl.ot.b1Dc, aad 

ebo1tor eowt. not be curtailed •• loJII u wort<ore are .....,..U..,..ct. 

There wi.U, of couree, DOt been~ of certain OCD._ durable ' 

aocd•J tor ozaplo, 1..-biloe, ....uoe, refrirlreton, to •ot tbll national 

d..nd. The aietake ehould not be .ado, bowftr, of outt1na ,....,..11 oo-r 

1Do0111e or the lOif'-i.nccme t•1111• 1D tbo bopa of pronnt1na tb• r ... ontor-

1111 tho llll'lcot tor and tbu biddinl uP tho pricoe of th111 eoarco roode• 1...­

i.nc- taail111 ~ Uttlo of IUCb rood•• 

O..r 40(. ot ha1J;r 1nc- rr .. 11000 • .,..... d- poe to tood. to 
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""" cvt thia tood •oney 1n the hope ot prnentina the pvrcheainc ot an autcooo-

bile 11 lolly. hnll income wovl.d eu!tor, u well u workero' wol!are, 

soaroe con.oUD~r durable coodo can be rationod and rationed under price control. 

Thio io more equitable by tar than ••••urea t o cut worlcere' inc._. 1n ortSer 

to reduce auch purchesinc. 

The eomd anproach 1a to increaae f•ily inco1001 below the l n el of 

decent 11 ving, not to cut or !reese the•, u long ae there 1a stlll IDOre 

food and clothinc and housing to be bou&ht and Mn etill -l<>yed. 

llagee make up cost of such inc011111 , To freele wages """ would 

t reeu t hese inc01:111e without just.itication. 

Fiocalceasuru to reduce conOUIII&rl 1 incCIIIeo, 1t they cut hmily 

incomeo be~ $20001 are oubject to the objoctione Biven aboYO. This =eane 

wage taxee, coniUIDer taxes, forced eavinge agaioat wa~e, and eimilar pro­

pos al o. 'l'heee devices eo applied would out the conouaption of food, clothinc 

end eheltar by world.nc people without e!!octinly pronntina price rises 1n 

the kind o! cooc1o that will be inc reuincly scarce. 

ngea end the cost o! L1ytN 

Propoule to freeze wages with pro.Uion !or incraues adjustad to 

r ilee in tho coat o! llvinc are eiq>ly an atteq>t to !rae" real w geo rather 

than money wages, '!'hie proposal 11 eubject to ce&otly the eame objectione u 

any other wage !reesing proposal. It will prevent workinc people lr011 beiDB 

able to inlprove their otanda%'4 ot living, even thouah the food, clothing and 

shelter ~be availeble to buT• Such a propoeal &11\liOII that the production 

at tho thinge workere need cannot be increaeed. It u a.-es &leo that each 

working •an 1e getting his proper share o! tho national incCI!Ie. Neither of 

t hou propoai tione doee lebor accept. 

. 
• 
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Jan ConU..l !!!5I l otktl'l! 1 Ricbta 

Govonuoent •se conU..l aoana the breakdown of \'OlW>tary col­

leoti VO b&rg&ini.,-tbe dootruction Of the hWldrodo Of thOUUnda of vol­

tary con!oronoeo 'IIIIich by agreement adjust the wage ratoa of American indua­

try . It 111ana a aubatitution thol'l!tor ot an elaborate ada1niotrativo bureau 

to inltituto detailed control.a over the wap rolationahip botwoon indnat1:'7 

and labor. It 11 a tirot atep b~ inovitabl;t in ita w&Jce new and over 

ooro porvuive CQI\Uoola Oftl" labor' • ripta. It cam .. the seed ot the 

destruction ot a troo labor ..,......,nt, 

...... Control in other COW!trito 

Ntithor tho Bl'itish government nor tM Britith labor ooove1111nt hat 

accepted tho principle o! wage cQntrol. Tho British Trodo Union Congress 

bas ropoatodly and emphatically rejeetAd tho proposition . l agos in England 

have not risen nearly aa r apidly ao tho coot of living, and it 15 clear that 

such waa o riaoa are not a t'wldamental factor in tho rieing British price index . 

Tho Canad1.an STStea at~ to troou wa~:11 at certain pro-•r 

levels, with bonuaoa !or changes in the coot ot living. There 1a no in!oDO&­

tion to indicate tba t t llCb a step baa been noeoasary to pro....,nt price i.n­

eroaaea . 'lllo senoral ceiling sot last month ""' mede noeeasary because -.go 

ceilings were set in war industrioo alCile in December, 1940, and ot course 

thus provided an unjust dioeriooination against tho 11ar induotriee ae eaoparod 

to civilian i .nduotrios. It is probable that price control would have. boon 

just u ef!oet1n without t ba wage eei.linga . Tharo ia no ovidoneo to tho 

contrary. 

• 

' 
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ln.u.r 28, lNl 

DMr foaa 

I approelate nr7 aaah lleari.u 
tree 7011 all4 • 4ollptM lf 7011 UlU 
.:t lptiOh _, be hdpflal iD tho ea11 .. 
ot autrl tioa. 

I au .. ad • OOP1 ot ., .,.ooh 
to Aabaa~&4or liaaat after roeolYll& a 
cable troa hla eoqratulati.Dc • oa tho ..... 

With klll4 roprda, 

! owe elDeorolJ, 

(11&M'li•AJ7 

Dr. Th-• Parraa, 
Sv..ceou Goao.-.1, O.S.Pvbl l e Heal th SerYico, 
l~th Stroot aad C..etltutl oa !Yoavo, 
••H 11ct oa , o. c. 

263 

Regraded Unclassified



(> '* ...... ----
UNITED STATU 

Pulluc HW.TH SoiVICE 

WMHIHOTOf't 

N.,....m'ber 22 1 1941 

Dear Ill". Secretary: 

I bave jwst. bad an opportun1t7 to 

264 

......S toM acldl'9sa JOU can to tbe lla t.ional Grange 
on NOTell'ber 15. 

lotU' st.ate:oent ot ll1l attel'-t he-war 
food and eeono:oic polle;r, baaed upon adequate 
nutrition for enryone, i l t he 11101t l tetesman-
11ke exposition I have ever seen or a Y1tall7 
iaportant after-the-war pollo;r. Coming Croll 
;you, this stete...,nt. should bnve great eff ect. 

0 If you have not alread,:r done ao, I 
hope you wlll send a cow of your addreoo to 
Ao'beseador i11nllllt. 

Your reference to ~ part in connection 
with the food stamp pl.tm 11 too genet'O\UI but i t 
ia naedless to tell you tbat. I appreciate r our 
reference to mo. 

The Honorable, 
The Secretary of the Treoaur:r 1 

Washington, D. C. 
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TO 

TREASURY DEPARTMENT 

l~lt Ol'l'IC& COMMUNICATION 265 

llov-.r 26, 1941 

Secretar,r Morgentbau 

l!r. Thompson 

In repl,y to your memcr8l'ldul!l ot tod4y, I have to advise that 

u have been 1nvestigat in& personnel tor O. E.II. and tor all ot 

the dot ense a&enci"o under O. E. II., .mich includes O.P.IL. Likewise , 

tho remaining 1,6oo cues which we are clMI\1njr up are 1n 0. B.ll. 

and all or its groups , includin& O. P.M. -~ 
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NOV 2IINI 

....... l"f'1 

Ill ,.... -- Nl.aU., "' Men:Wr iMM\~-. 
7W wUl ~ llaw • ..... 1MwtipU..,. _.. 
.u..r U. tw bee Q ,. tl. 

tM ..q _.,.,.\oWe o,...ld.ll 'M \1M 
-.;>l.U• .... ,... ., \1M llpprOJ!iM~ l ,,a.t, ~ 
U.. llldeh lla'ft ~ ..._ 1a1UAW tor \1M -wal. 
Mt- ..-.1•· 

lr. m.. s.. ~"~'• 
~""'· '--7 ...., a.rrt.-, 
free 11 »rs .. '• 
•• , .... ,D. C. 

II.Me,..q 7'*"• 

• • ;/... f H"\ 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 
267 

DATa lo .. Hr 26, 1H1. 

TO Soorot&ry Norseathau 

FROM Da•• B. Morrla. Jr. 

SUbJect: Character Iu•e•ti~toro Pox &D4 Ruaaoll. 

J8ae4 on tho o114oace, it ia ob11oua that aolthor ot thaoo • •• ia oult· 

able tor tho J ob t o ..,ich lui waa anipo4. hTOD4 thlo, llowe•or, 1t 4ooa 110t 

.... that tluo.ro h earreatlT auttlcloot ..,14oll0t to 41aquaUty thoa tor \hair 

uou.l Jobo. 

Ia ThY ot tho noo4 ot character ..... ~.h ha4 to bo ineat1~to4 

quictlT aa4 tho pl"'bl .. ot "'Pi417 aelootloc a torco t or thlo purpoao, ooaa 

unoult&bh '"'terial waa boW><!. to allp by. Probab17 tho _, oarlouo crltloha 

bro~t to Ujtbt by theae cuoo h that tholr i•o41ato 111perYiaora wre uot 

aore alert aa4 414 uot pick liP the laapUtudo ot thou •••· low•or, luoro 

~ala eo"• allowance auat be aado tor tluo ruoh uoturo ot th& Job. 

lluaoaU aa4 Pox luon boon returuo4 to their rot;alar Jobo, but iuatruc­

tloaa ban beta lnuo4 by Mr. Gutoa, throoocb Mr. Ire7 aa4 Coaainloaor Jollo.aoa, 

tb&t th& tllpor11a1D& apata uo4er vlloa RuaaoU aa4 rox work nta'bllab aunoll· 

luee on \hei r coad.u.et. and. report vhetUr t.helr oon'nrlaUoa or eoD4u.et raiaea 

qufltt.lon u to \heir f1taeee to continue 1.n their Hpla.r d.utiea or CiTII oo-

coaioa tor 41aclpllaar7 action. 

With roapoct to tho aaper11aor, Special A§out D. A. Slo~. UDder vhooa 

Jurla41ctioo tluoao ••• were vorkia&, iuatruntloao ha•o boeo iaauo4 b7 

Mr. Oeuoo that careful .,..tch be aado ot Sloao, v1 th particular rotoroaco 

to hie ability to proaptly t1D4 out what 1o luoppeDlDC v1th1a hit ova or~aatloa. 
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l!r , O.or~;e Buffingt on, 

:.aahlJl6ton, D. C. 

Slrt 

2G8 

NOV 2 6 19t1 

You are horeby appointed an Aaalatant to the 

Secret ary of the Treaa~ry, wit h compenaat lon at 

tho rate of nina thouaand do l lara por annum, 

payab1o f r Jm t he appropr iation "Exponaea of Loans , 

Acl of September 24, 1917, aa Aaanded and Extended," 

the appointment to be ef fec llve •• ot thia date . 

Vary t rull yo~a, 

"'-tJ ........ t ... ; ,.. 

~ecre lary of the Treas~ry. 

'1J.1ht. 
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TREASURY DEPARTMENT 
269 

INTER OI'I'ICE COMMUNICATION 

DAft Nonmbn 26, 1941. 
)lin Chaunoef 

E. H. Fole7, Jr. 

Censorship Committee Keeting. 

Herbert Gaaton and Huntington Ca1rna 

repreaentea the Seoreta1'7 at thh ••tin&. 

5.,,.J j. . -

ittachment 
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llovember 18, 1941 

b Vice Preaideot / 
Secretary of the '.rrealo.aey 
Secret.ar-.t of 1'ar 
.A.t torney General 
Secretary of the lia'O)' 
Director, Office of facta am J'i&ure• 

There will be a meeting of t!1e above Colltll1 ttee, 

ll.PJ)Ointed by the President to c onsider the r!ll'tter of 

con&orship, in the office of the Poatmo.ater Oenoral on 

1\lea.U>.:r morning, l:love::~ber twenty-fifth, ot ten o 1clocl<. 

Poe t:rcner Oe,.ral 
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-· 
IMftloY .... M, liQ.. 

s.oretU7 llorceatll .. 

11. B. Fole7, Jr. 

You ~ fhl iat.reatiac tu attaoua 

letter troa Bob Cllubera 1a repri to tu Yo-c 

trial at BoliO lulu. 

!be •tt.r ..... to bo procre••iac •• 

well aa poaaible aad Bob ..... to tb1ak tllat 

Young'• ollaaooa of cott!Dc a fair trial llaYO boaa 

Mteriall.J oallaaood bJ our offorta. 

ittaohMnt. 

• 
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Honolulu , 
Novon~r 22, 17•1. 

Dear Ed , 

Tho YOUDg tridl io halt finiohed. The prosecution 
otarted its cass l ast lf.ont\01)' , ud endod yeotordOI)' (niday ) 
tr~orn1ng. We have our wttneeees lined up , rt~o.dy to atart on 
t.:onday . It ahould dll be over bet oro tho end of next weolt . 

Tho caoe 1s a closo one , Where little things may 
help to swing the balance ono way or tho other, Tho people 
1otorootod In Yeung' a detenee all fo_fl..~hot 1t_:fll,l ho~p_ju.at 
tor ce to bo present as a opootator,rai"o!'!!l~fi!i~t$t~J!Ri:Othe 
Treasury Dopartz:tant is lnteraoted in t he dofoooe - ospeclelly 
atnce Cr.en., the Arrr!:f JUige AA!Yooete., baa attended Hen· 
aoaoio:> in unifom, and It boo been bJ'O<ISht out botoro tllo 
jury that. Green att·ended eoot'ertncea betnen prosecutor ca.sstdy 
and tho ai"'1 l isutonants preparatory to their usa as prosecution 
w1tnooaee, a.nd thot tho am:y Mdo ito recorda anUablo to tho 
pro&eoutloo. 

The prosecution hoo built ito oaoe around tivo oyo­
witnoo"""' o.n o=y air corps lieutenant and blo •lito (who brousht 
Connelly down to tho boot jWJt botoro he wee shot); the am;y nureo; 
and ttJO naval l l eutenante \'tho w:oro with hor. Thelr stories , Bdded 
up , glvs n picture of Connolly boing stopped by tho guard when 
taking a box of photos thru the cuota~ barrier to ehow hlo frlondo , 
ot Connolly rsquosting the gWJrd to examine tbs photos and tho 
guard rotuslng (which 1o backwarde, becouoe It """ the gWJrd lfho 
insisted upon examing t ho photos before he would pass tham), or 
t ho guard 1no1st1ng upon tri olt ing Cnnnolly after he hod em:lined end 
paooed the photos (which ia alao baolcnrdo, becau.ae it """ Connelly 
lfho , 1n a tit of anger, a oked tbe guard to search hill too), of 
a """6h trieking by the guard, after wbioh Connolly said •You cant 
do t!lat t o no• and the guard etopped back , pulled out hi& gun, 
alned and tired. One lieutenant non had hilo cocking the gun beere 
ti:-lna, and the nurao quoted tha 1 UIU'd ao OOI)'ing •I'll "-~"" you• 
(a otatogent she apparently had not roc«obored in previous quootloning 
by ua and by tho locdl pollee,), 

Tho testimony ot the mili tary boys nnd the nurse 1s clearly 
blaaed , ODd tho picture it gi vee 1e ocre>rt• '11lsy all deny that 
Connolly hit the guard (thoro io no doubt that he did , at leoet once , 
61\d probably two or throe timoo). on crooo exlllllln&tion we r.annged to 
s et odmissiono that Connelly puahod tho BUUrd and tbr guard ' s hot 
roll orr, ond esteblishod that tho tirot ond onlY rernnrk tho 8WJrd 
me de attP.rnrdo was "He ~ aooke4 me•. 

• 
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I do11t th1llk tho ail!~ tooti.Jioolr io 4ol1bento ¥111, 
but i o largely tho rollllt ot a MDtal procoea ( t or which 111pore 
baa a tcoy -1 bT which witDooooo no aro omottmally biuo4 

ton4 to remember thillgo tho 11a1 tboy ouboOIIooiouoly WilDt to, AJl4 
got 4ietorto4 rogollootiona.~oir atorioo oODtliot oD aany potnta , 
and ADthony Gild epoeito han laid a fOilDdatloD by crooo-olWlillatiOD 
by wbioh they may be able to diooro41t tho toet!moQf partially. ~· 
Duree Gild tho two naTal liolltonanto probably woot carry 11111ob weight, 
booauoo they woro well o1lo4. 'ftloy a411.lttod haYiag traa olx to oi.ght 
4rinko apiooo (tho auroo atortod ott with throe plaDtoro punoboo , 
Gild one of tho othoro took four ottnsora ill& row. ADd attor legal 
4r1nkilll atoppo4 at a14111gbt , thoy wont to a opoak run by an o:r­
prootituto kDawn ao •Society S&l•, &Dd bod a fiiiOl ocotoh Clld aoda). 

Agaillat tho tho military .,.eo(itDooooo, wo han Yauag !Wuelt 
and t.hroo othor oyowi tDOOOOO • Not ll OliO io 1lh1 to, aDd ODO 1o a 
doahuto (He'll be a firatrato W1tD041 it we ouoooo4 ill sotttns blo 
toot~ a411.lttod) . llo hopa to oatabliab by th• what I bolion io 
tho true atory - that tho suar4 otoppod Coanoll7 All4 told h1la ho 
oould not take tho bo:r of photoa outaido unlooo it .aa exanino4, 
that C01111oll7 at first rotuao4 to permit oxui~~ation, tbot be trio4 
to anoak out ..,ilo tho 1!\101'4 wao paoaiiiS """"' other people, that ho 
lio4, ola1m1118 tho paokago had alroad¥ boon o:romtno4 , in order to 
oYado o:raml.nation, that ho later tooood tho bo:r antrilY on tho table 
and allowed tho guard to ooo H , that ho wao irritated (ho wao 
aboutins and tho suar4 waont, for tho military witnooooo teetifiod 
they heard a good bit or what ho aaid , and little or nothillg ot 
tho guard • o oonvorootion) and oo!d ~ dont you eoarch •••, that 
tho guard did trial< him and , while ho Wllo po.rtielly bont oTer oomplot1q 
tho triek!ng, COIIIIol17 hit hl.a, m o)iakins orr hie oap All4 mak1Ds h1la 
otassor back , that tho gllard , po.rt1all7 4azo4, dro1l hio sun ao4 it wont 
ott u Connolly w.s II!OYI.ng or loaning t0>:'01'<1 h1.11. 

had boon in_ Gil a!M>lo.no oraeiL ill. tho PhillnoiDoo 
'Dle orosa oD."!liJ:Latlon ~>rouant out.~tbit COADelJ.ytaai:l surrerM 

a concuooion and an eye iDJ111'7 roaulttns ill 1JQ>&iro4 rtaloo, aoTOral 
11011tha before tho aboottns ... and ... on hla W1J1 bock to t ho Statoo tor 
CID operation. Allthor(f and "apooito are roquoottng tho court on 
llollda7 to oubpoena tho Arrq rooorda ot tho inJilr7 (they are hero, on4 
eo ia tho Anf¥ doctor, who wae quiotl7 bro\l61lt her. by tho Arm:! •""" 
tiM back). '!lepooito Is a doctor ao well ae a lawror. H!s crooa-o:ro:o 
of the autopoy doctor \'IIlli a uatorpioco, All4 he boa tho reputation 
ot putting tho oppoalng doctors over a barrel whoD he gats tboe on tho 
etaad. Re hopes to develop ev~anoe ot a peyoboeie , or at leeat ot 
mental dioturbenco , ID connally re81lltlns'troo tho airplane areeh. I 
lll1doratand that he end Anthony will uao a local poyohiatriat ao 
f:rport Witneee . ~ey are aloo uains aevoral doctor& who examined 

oung upon his roleaao tron jail, to ahow the injury to his jaw /1~ 
whtra Connolly hit h1.11. 
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I thlnk we have dono ovorytlUDg poaolblo to glY$ 
Youns an~ avon braok in the trial. It tho oddo aro a llttlo 
ogainot him, it lmt because of anythina OYil' wltloh we han 
oontrol . so tor, Allthony and l>epool to ha .. ~~~&do "" oxoollant 
toam e• hle attorneyo.nAnth~ lo a member ot ono ot tho beet 
lft,. tlrme in tho lalftDde, and hna a high ot!lndlna both tor 
ablllty lU14 lntegrlty. Ho haa dono a good job !n court , lU14 
ohould corry '"'isht With tho Jury , wbloh 11 largely a blue­
atooking one. Esposito 1e a fire-oater. Re puts on a good show 
1n court , le clover, end hao a repu&atlon tor lcnoWiDg the 
paychologloal angles of courtroc:a proooduro and tor Winnina 
tough ....... . 

The ewlli:Ung bore le ttne. It '11 teol ot-o to got 
baok to a 'foahington Winter. 
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Wr. E. R. Stettt.t .. , 3r., 
Ltllil-Ltaae Y.taS.tretor, 
'llaUlagtoa, D. c. 
Slrt 

R.re,..... la .... to 7001' letter or l o•.abtr 6, 
1~1. 1A e-UOB with the qa .. u oa et 4ereue 
artlel .. u4 4tr- Wonatloa a lth 881 be nr­
pllt4 to tM Ualt .. Stat .. ~ aatlou wtsleb ban 
,. ... h.a ala aller the Ltai-t.a .. .let. 

Tbh latter bat Mn tba aubJHt or a ooa!er­
eaoe bet .... liP. o .. ar Co• or JrtOP ortloe oi Jlr. 
Tba.aa 1. ManalD( or tho Geaeral Coaaeel'a orrlee 
or tbh Dtpart.nt • 

I t 1• aot .. that I aa autborlat4 b7 7ou, pur­
aunt to the uthorlt7 ooaterrt4 upoa 7ou b7 the 
Elleoutl•• orller or October 28, 1~1, to r•••l•• 
auob 4eraa .. artl ol•• aDd 4ereaat latonatloa •• 
8aJ be 4e...a ot .alut to the Dnltt4 Stat••· 

Paraa&Dt t o auoh authorlaatloa, 1r aD7 auoh 
artlol•• or latonatloa la reoel•t4 b7 tbla Dtpart­
aaat, at the Uaa ot the r-lpt thereof there will 
be •orkt4 out w1 th 71YU otrl .. a 17atea ot raoorl11 
ln aooorlluoe wlth the roqu .. t aa4t 111 the l ut 
paracrapb ot 7our latter. 

Ulf:CB 

Ver7 trul7 7o •ra, 

~·· .. ra•a\U•• 
l'il& .. ,\ •• 

Seoretar7 ot the Treuu:rr. 

2?5 

. 
• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 2?7 

10 Secretary J.!orge.nthau 

••o" !.!r . Foley 

Re: Refugee problem under freezing control 

You will be interested to know that Wendell Willkie 
has been retained by a group of refugees in an effort to 
have the freezing regulations lifted for all refugees. 

I have arranged for c~ Interdepartmental Committee 
to meet Willkle and his associates in m, office next ~onday 
in order that we may go over the problems with them. They 
have already f urnished us with a memorandum of their views, 
Their arguments are on a high level and there is no indica· 
tion that this problem will be given a political tinge. 

As you know the ref ugee problem has been one of our big 
headaches . We have devo ted a great deal of time to dealing 
with the group on an equi table basis. None of us are com­
pletely satisfied with our present policy, but at the same 
time the many "solutions" thus far suggested have been less 
satisfactory. 

We have always exempted refugees who have been domiciled 
and resident in the United States since June 17, 1940. we 
are now planning to eliminate the domicile reouirement on ~he 
basis of an analysis of the census reports . This change !111 
dispose of about one-third of the worst cases from our po1nt 
of view. 

1. "'-+f. . 
' 

. 
• 
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TO 

PNOW 

:te 

TREASURY DEPARTMENT 

I~III>OFI'ICE COMMUN ICATION Z78 

Secretary llorgenthau 

E. H. Foley, Jr. ~-C-r 
Supervision of Blocked Business Enterprises - Relation 
Between Freezing Program and Concept of Alien Property 
Custodian. 

I. '.'.'or ld War Exper ience with Alien Property Custodian 

Prior to the declaration of war in 1917 no adequate machin­
ery for econo~c defense existed. It was not until October 6, 1917 
six months after the declaration of war, tha t Congress es tablished ' 
the office of Alien Property Custodian. The objectives of tha t 
le(islation were to eradicate al ien enemy dominance in industry 
and commerce; to provide funds , through sales, to pay claims against 
Germany and to assist in financing our own war effort; and to pre­
vent the use of economic facilities within the United States in 
such manner as to ass i st the enemy. 

In 1917 , we were totally unprepared to accomplish these objec­
tives. Actually, the office of Alien Property Custodian did not 
reach the peak of its activity until 1919 , after the termination of 
the war . At that time the Custodian was administering over 32,000 
trusts valued at something over $500,000,000. The discovery of all 
these enemy assets was in itself not completed until after the war 
had ended. It is generally recognized that the handl ing and dispo­
sition of the properties seized ~y the Custodian present a long 
history of loose administration and mismanagement which have been 
the subjects of several invest i gations and considerable litigation. 

The Al ien Property Custodian was originally directed to take 
ti tle to enemy property, and by a subse~uent amendment was author­
ized to dispose of any of such property by sale to American citizens. 
Approximately 100 corporations , in which there was more t han a 50 
percent of enemy interest, were actually managed by t he Custodian. 
Some properties Vlere sol d, many were returned to the original O¥mers, 
and approximately $70,000,000 of assets are sti ll held by the Govern­
men t . 

• 

' 

Regraded Unclassified



• 

2?9 
- 2 -

II. BackJj:ound SiDCe the World War and How We ire Prepared to Meet 
the o6lem., Oalng the Foreign F\ilida Control Program 

In the twenty year period between 1919 and 19S9, German inter­
ests have succeeded in organizing within the United States another 
industrial and commercial network centered in the ohemic~l field 
but extending also to the electrical and heavy goode industries ' 
for eign oo.merce, and financing. It is unnecessary to point out 
that these business enterprises constitute a base of operations to 
carry out !xis plana to control production, to bold markets in this 
heaisphere , to suiport fifth-column movements, and to weld our post-
war economy to Ax a plana. ; 

One of the primary reasons for freezing Axis assets was to c~­
bat this situation. The problem with which we are now faced , ia more 
difficult although aomewhat similar to the problem faced by us in 
1917 . The background today is vaatl;y different from that which 
existed in 1917. 

For almost fifteen years the Axis busineas interests have been 
taking comprehensive stella to i.nsulate themselves against an alien 
property custodianship Wlth ita seizure of legal t itle. As a reeult 
of their efforts only a negligible portion of !xis- influenced prop­
erty in this country would pass into the banda of a custodian whose 
powers are limited to the seizure of "enemy• title. The "title" 
concept employed by Congress in creating the office of Alien Prop­
erty Custodian is now outmoded. The title to some of the most dan­
gerous of the Axis- influenced enterprises is Swiss, Dutch, or · 
Panamanian. Other enterprises are 100 percent American, so far as 
title is concerned. 

Under the broad definition of the word •national" the freezing 
order has brought under foreign funds control all those organizations 
r.hich are actually American and other neutral "fronts• for Axia ac­
tivities. Uany of these concerns are related to the !xis powers 
only through contractual ties, patent licensing agreements and the 
like. In some cases the ties are in.formal , based largely on personal 
fealty or family relationships. The flexible procedure of foreign 
funds control, developed over the past twenty months, makes it possi­
ble to deal effect ively with this type of situation. Su.ch power does 
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not exist under the title concept of an alien prope~ty custodian­
ship. 

Furthermore, in carrying out the foreign fUnds control program 
and particularly with reference to the Executive Orders of June 14 ' 
and July 26, 1941, we have been more realistic then we were in 1917, 
Vie have not waited for war to be declared. We know that economic 
warfare is now being waged against us from within our borders as 
well as from!Without . We are meeting this challenge with a weapon 
just as f lexible as that employed by our adversaries. It need hardly 
be mentioned that modern economic warfare, as conducted by the !xis 
powers , ia a process of gradual, step by step, infiltration into a 
netion and its economic enterprises which finally reaches the stage 
of dominance on the part of the aggreew and economic vassa.lage on 
the part of the victim. The flexibility of foreign funds control is 
ideally su.ited for meeting this type of aggreaaion, 

We have started out by blocking the accounts of the concerns 
we have reason to suspect, In eo blocking , we have imposed a power­
ful sanction upon these concerns , for if we refuse to grant licensee 
we can paralyze their business life , However , at the outset , we 
have adopted a rather liberal attitude in granting "do-business" 
licenses for limited periods of time and subject to the requirement 
the t detailed information be furnished to us. We have also imposed 
other conditions designed to safeguard our own economy. In this 
manner, we have now accunulated a large mass of information with 
respect to those very concerns which are the freateet menace to 
our economy both today and in the event of a shooting war• as well 
as during the post-war period. (There ia attached a list of some 
of the more important of these concerns , together with a brief 
s te tement relative to each. ) 

By intensifying our controls over these business enterprises, 
within the framework of the foreign funds control licensing procedure, 
we can safeguard our national interests more effect ively than could 
be done by t he Alien Property Custodian under the seizure technique. 
Furthermore , the freezing method adequately preserves blocked assets 
for possible future application in payment of claims against poten­
tial enemies. Koreover, large blocks of funds are held intact for 
~ossible uae by the refugee governments in carrying out their part 
ln the war . 

. 
• 
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Recommendation to Install Treasury Representatives in ixie­
lntluenced Enterprises 

V/e are now ready to take the next step in meeting th.ie chal­
lenge to our economy. We must exercise a closer supervision over 
the operations of these !xis-influenced enterprises . To a limited 
extent, we hen moved towards this goal by installing bank examiner• 
in certain foreign banks and in a n111ber of Japanese trading coapaniea • . 
We also derive some assistance fraa the field investigations conauoted 
b;y the staff of Kr. Erwin Kay and from rer~~ta received fr0111 the Fed-
eral Bureau of Investigation. Our lloens a;ystl!lll, suppleaented b7 
this limited amount of field innstigatlon, he.a been ideal for giving 
us the neceaaary background infol'll.8tion, and naturally has bad the 
effect of deterring these enterprises ftom carrying out open econoaic 
warfare against ua. However, we muat recogniu that a supervisory 
system operating bytemote control has ita definite limitations. 
Necessarl].y, many of our licenses , and the conditione we insert in 
them, are baaed on hearsay and self- serving evidence. The reports 
of investigations , while helpful, merely disclose completed trana­
actions which may have benefited the .Uia powers. .Uter licensee 
are granted, we have no thoroughly effective way of preventing 
abuses and circumvention. 

fits directly the procedure. We will 
simply amend the liceneea of the concerns in question by inserting 
a condition to the effect that a Treasury representative will be 
installed in the office of each concern and will have certain 
enumerated powers. Of approximately 2700 business enterprises at 
present blocked, it is estimated that at least 350 are !xis-influ­
enced. It may be necesaary eventually to have 150 to 200 of these 
enterprises placed under- the supervision of Treasur;y representatives. 

It is impossible to generalize upon the functions to be per­
fonned by all such representatives. The functions of the represen­
tatives will vary according to the conditions existing in the 
particular plants to which they are assigned. In some cases, we 
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~y delegate to them the power to pass upon all or certain classes 
of specific transactions. VIe might even reinforce this pov;er by 
insis ting that they countersign all checks issued by the company. 
They would be given authori ty to investigate the personnel of the 
concern, and in some cases , to recommend the discharge of persons 
11hose activiti es are undesirable. They would be authorized to 
aake , or cause to be made, a thorough audit of the company ' s books 
enc records ana a detailed study of the company's history, both 
fro:n the f i nancial angle and otherwise . In a few larger concerns , 
s•ch as General Aniline and Film Corporation, i t will be necessary 
to provide such representative with a staff of assistants. In 
other cases , such representatives might divide their time between 
t•,,o or more concerns. In general , the function to be performed by 
such representatives will be to exercise at the source whatever 
supervision and control i s necessary in any particular case to 
ecture that a r iven enterprise is being operated solely in the 
atfense end economic interests of the Uni ted States . 

It v1ill be extremely important to obtain the proper caliber 
of me n for these assignments . We have begun to explore this prob­
len and have in mind a number of possibil ities of obtainine from 
the fie ld of private enterprise , as well as from government rolls, 
persons experienced in corporate finance and manazement , including 
~ro~inent men who have done well in business, in whom we have the hi ·hest confidence, and who are anxious to use their experience 
ana abilities to the best advantage of the United States during this 
criti cal period . It will be necessary to supplement our staff in 
·.;e~h i ngton with men of this caliber , as well as to obtain the proper 
pe 1•sonnel for the field work. 

I .. Concept of Alien Pro¥erty Custodianshi p JfoYI Laryely Displaced 
by ~ore1gn Funds Con rol 

. 
• 
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0\'ernmcnt a:;ency the title to "enemy proper ty"; a far more flexi­
JlC concept , designed to meet the new tYPe of economic infiltra­
tion , is nov: being employed by foreign fw1C.s control. The entire 
job can and sho~ld be done within this existin& f rllJIIework. The 
cor.trols now be1ng exercised by foreign fWids control over money 
c_a~~.~~ nts , sec uri ties t r ansactions , forei&n exchall8e transactions 
l'l'Oclaimed List transactions, and business enterprises and the ' 
,·.lateci Mrk now beine done in connection dth the comprehensive 
ce:1sus of foreiE;n owned property 1 cannot be separated one f roc 
another . It is unreal to think of a future control of "enemy" 
n?oper ll as being anything different in kind froo these controls 
:.:1ic!i Foreicn 7Wlds Control is now exercising and r.hich it is now 
r~oposed to intensify. 

1he Treasury Departnent has an enviabl e tradition of thorouch­
·•· ss , hone sty anci conserve. ti veness in dee. lin!" with large suos of 
--.oney and in the handline; of property transactions. The Department 
')"a;· has more than $7,000,000,000 of frozen assets Wider its sur­
•:eillance as distinguished from $500,000,000 of assets held by the 
:lion Property Custodian at the peak period of his activity. 
r'o1•eien Funds Control at present has an integrated staff of about 
1J00 persons \10rking in Washington, throughout the contbental 
.n:ted States , and in Hawaii , the Philippines and South America. 
':'t.e confictcncc shown by the public in the work of this staff i n 
c:<n< line to date more then 300,000 applications Wider the freezing 
•)~6er is in ha!'lllony \'tith the tradition of the Treasury Department . 
·• :n~icaled in a large percenta~e of the 2000 replies to the fo~ 
le•ter recently sent out to all bankers askin£ for surgestions end 
cr ' tici&ls , the banking and business coccunity feels that by and 
:!~.c u are cioing a cood job. ':'his confidence should not be for ­
,_::en Wlless there are impellillb reasons to chan: e the basic policy 
: .. this field . As pointed out, it is illogical and Wlreal to think 
:n t er'Ois of such a chan~::e , since the fWictions of an alien propet•ty 
c~stodian are now being carried out and can be intensified to ceet 
all future contin"encies within the fre.mev1ork and in accordance 
.: th the modern concepts of the foreien fWids control progre.m. 

If the recommendat i on to install Treasury representatives in 
:.xis- influenced busine ss enter prises is approved by you, \7e will 
~~ke immediate steps to carry it into effect. 

F.J.-. 7~· 

(:_~.- ._ 
~ .... -C.c;r 

Regraded Unclassified



TREASURY DEPARTMENT 

INTE" 01"1"1CE COMMUNICATION 

TO Secretary Korgmthau 

't' ... , .... -284 

•Ro" Kr. Fole7 

Summar,r of attached a..oraadaa aad recomaeudationa 
concerning auperTiaion of blocked buaiaeaa enterprieea. 

You will reo&ll that one of our chief reaaona tor wi.ating that 
iXla aaaeta be !rosen waa to curb aubTereiYe aotiYitiea in the United 
state• aud Latin .Alurioa. .bong other fol'IU of aubveraive actirltiea, 
we definitelY had in mind the actiYities of ixia-intluenced buaineaa 
enterprilee l.u the United Stat .. , ranging froa plau eapionag.•, 
aabotage and propagaad& to 110re aubtle derlo11 such aa J.i.aitbg and 
curtailing Aaerioan produotiYe capacitJ, reatrictiYe patent pooling 
arrangements, and politicall7 influenced competition with other 
AJnericau til'IU in the Latin American aarketa. 

The tle:rlbilitJ of the llcenaing technique under tr .. zing ooatrol 
made it particularl7 adaptable to aeeting the probleu incident to 
regulating the aotiYities of these !xia enterpri•••· Soae 2700 firma 
have been brought under the llcenaing ayetca beoeuae they were at 
least potentially within the category of oaaea where ixia influence 
aight be e~loyed. Our lioenaing eyatea, eupplemented by a limited 
1r10unt of held innstigation, haa ginn ua auch detailed intoraatioll 
as to the operations of these conotrlla. 

However, we haYe reached the point where the effectiYe aa.inie· 
tration of freuing oolltrol r equir" that we i.Jipl1111ent our licenaillg 
17stea b7 inatallillg Treaaury Departaent repre11ntatina in the offlcee 

and planta of ~ ot the important !xia-influenced enterprieea. We 
han done this already in the baa• of Italian, Japau11e and Swill bOJrni"' 

as well u in the case of certain large J&llantae trading oomp&Di ... 
It~ be nec•••&r7 eYentuall7 to haYe 150-to 200 of the•• tllterpriaea 
placed uader auperTiaion of Treaaur,r ~artaent repreltlltatiYea. Theee 
representatiYea will exerciee a thoro oing, on-the-epot and colltia-
uoua auperTiaion, their fuactiona to Y&ry according to the condition~ 
existing in the particular pl&Ats to which they are auigaed. 

We han in llind the pouibilitJ of obtaining proainmt aen who 
have succeeded in business u well aa recruiting froa gonrnaent rolla 
men who are experienced in corporate finance ana JUJL&geaent aud in the 
various technical fielde . lt this recolll!llendation is apprond, we will 

take U..ediate etepe to select personnel, to giYe thea the neoeaaar,r 
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traiDlng and to establish them with as many of the concerns mentioned 
aa poaslble. 

In carrying out this program, the Treasury Department is acco~ 
plishing, under modern concepts, the major ob jeotiTea for which the 
office of Alien Property Custodian wae createa during the last war. 
The foreign funds control program is better adapted to meet the new 
type of economic aggression than is the technique of seizure of legal 
title employed by the Alien Property CUstodian. The concept of 
•ene~" property, characterizing the operations of the Alien Property 
Custodian il likewise outmoded. Swiaa, Panaunian and !laerican 
"fronts• for !xis- influenced enterpriaea would not haTe f*llen into 
the banda of the Alien Property Cuetodian aa •en_,• property. 
Yet, such concerns constitute one of the =ajor aspects of the probl .. • 
today. The Treasury Department ia equipped to do this job under the 
flexible, effectiTe and well-organized foreign lunda control mechanism. 

Apprond: 
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CONCERliS FOR WHICH TREASURY Stm:RVISION 
SHOulWD BE CONSIDERED. 

IDV l e Ill 

RO!ll: & HAAS.-- Thill ?Oncern is one of the large manufacturers of 
p~a~t1cs much o~ ! hich is used for anti-shatterproof 
v1s1on in our m1l1tary airplanes. Approximately ~ 

of the concern' s stock is held by a trustee for German 
nationals resident in Germany. The relations of this 
concern with a concern in Germany by the same name is not 
clear. 

FERDII.AIID A. KERTESS; 
Cm:.:ICAL l.:ARICETING CO. ; 
EASTER!i TRICOOAL CO. ; 
PRCTii;CL PRODUCTS I INC .-- Information disclosed by the Dies Committee 

investigation indicates that Kertess has 
been tied very closely into the German eco­

nomic schemes . Apparently he was to play a very vital part 
in making plans for organizing the chemical industry in 
this country to assist Germany at the conclusion of the \ 
present Ylar . There is also some information to indicate 
that Kertess may have paid an individual to report movements 
of ships carrying supplies to Britain. A long list of 
German patents were assigned to him and his COl!I1)B.nies for 
a nominal figure by certain German interests, the reason­
able conclusion being that he is to use those ~atents in 
the Uni ted States during the war for the benef1t of the 
German interests. The three companies are engaged pr~­
r i ly in the distribution of certain basic chemical products 
which are manufactured on a cost plus basis by the l.!aywood 
Chemical Works in New Jersey. The most impor tant of these 
chemicals is tricosal , which is a material for the harden­
ing of cement, allegedly used in the construction of the 
Siegfried Line , Kertess asserts that it is now be~ used 
by certain of the sub-contractors in the construct1on of 
the new Panama Canal locks. 

SIUPSON, LANGE & CO. , INC.;- - These two concerns are engaged in the 
ia;()()p, UJlGE & CO. I INC . export and import of cot~on, and do. 

business throughout the Western Hem: 
sphere , in the British Empire, and in the Dutch East Indies, 
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Approximately 85% of the st ock of these com~anies was 
transferred ~rom G~rman interests to Dutch 1nterests in 
1939 and it u beheved that the Dutch interests a.re 
merely f ronts for the Germans. The persons who organized 
these companies and t hose who now manage them are believed 
to be strong Nazi sympathizers. 

F!UTZ VOi: OPJ::L; 
Sl'UK DISTRIBUTH;G CO.; 
!WWAJU> BIIDrlM CO.; 
AJAX TrtAl:SPOt!TATION CO.; 
im>'r.!INSTEit IIIDUSTRIAL CORP.; 
Ei:GO l:ACHI!IE VKlRKS; 
A!LkUGEIIE, u:c.------------- Fritz von Opel is a son of Wilhelm 

von Opel, founder of the automobi le 
manufacturing concern of the same 

name in Germany. Fritz von Opel, now resident in the 
United States , is believed to be a strong Nazi sympathizer. \ 
Through a Swiss corporation he owns much of the stock of 
the above corporations. 

SCHLOEJ.:ANJ; ENGINEERll;G COll.P.-- It is believed that this concern is 
still merely the American branch of 
the German concern of the same name . 

It is managed in this country by strong Nazi sycpathizers . 
The concern is in the nature of an engineering consul ting 
group which hold patents , draw apecifice.tions and install 
large extrusion presses in various American industries. 
They are no'll' eiJ6aged in making such installations in the 
alumi.num industry. Their activities give them free access 
to American factories. 

BJ:..~IZZI CO., Il•C .-- It is asserted that t he business of 
this concern is principal ly in the 
importing of raw silk from Japan and 

Italy. Ho?rever , it appears to have acted as the agent 
in this count ry for Societe. Italian& Pirelli, S.A. of 
Uilan, Italy, which is believed to be the_larges! ~orpo­
ration in Italy which is eneaged in a bus1ness s~lar 
to that of DuPont. Information indicates that in !larch 
1941 , this concern received approximately $800,000 from 
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Italy and Switzerland which waa paid to numerous 
manufacturing concerns in the united States. 

J UIICR~"N & COMPA1'Y; 
INTEH-AMERICAN CHEMICAL CO. -- These concerns are engaged in the 

export of chemical materials to 
South America, Uhti! 1940, 8Q% of 

the stock of Jungmann & Co. was owned by Helmuth Voss 
of Hamb~g~ Germany. It is believed that the transfer 
of this ~ to American interests in 1940 was not bona 
fide . Jungmann & Co. owns two- thirds of the stock of 
Inter-American Chemical Co. and Ferdinand A. Kertess 
{see above) owns the other one-third. 

T'z!EO. OOLLSCHMIDT COR.l'. -- Until 1940 , this concern was merely 
a subsidiary of t he concern of the 
same name in Germany. In that year 

the stock was transferred to Americans for what appears 
to have been merely a nominal consideration. The concern 
holds various patents for chemicals used in the cosmetics 
trade . However, i ts most important asset is a license 
from a Norwegian concern for a rudder design for vessels. 
It is alleged that this rudder design is being installed 
under the supervision of John Livingston, president of 
this concern, on approximately 1,000 vessels being con­
structed in this country for the United States and Britain, 
including Liberty cargo vessels beinz constructed by the 
WAritime Commission. 

tlOB&RT c. ~lAYER & CO.-- This concern is now engaged in the 
purchase and sale of securities. It 
played an important part in the re­

mittance of funds to German¥, and the sale of Rueckwanderer 
Marks and food ?ackages, The dominant figure is August T. 
Gausebeck who 1s understood to have been very close to 
the Germa~ Embassy and the consular staff ~ho it is be­
lieved encouraged American interests in th1s country to 
throw business to Gausebeck and his company. 
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HAllS UTSCH; 
HAll'S UTSCIJ & CO. l 
FIRST OF DEUWARK CORP.-- Hans Utsoh was one of the most 

favored Germans in the Rueckwanderer 
Mark and food package business. It 

is understood that he was given the exclusive privilege 
of aelliDg the first million of Rueckwanderer Marks sold 
in the United States. His concerns are en~aged in the 
food package and remittance business and i~ the financing 
of export trade. He is believed to be an ardent, although 
discr eet , llazi. His concern.s ara now being liquidated and • 
it is believed that this liquidation should be supervised. 

UFA FIIJ.!S, I!iC. -- This concern ia merel;r a subsidiacy 
. of a German concern. It is believed 

that Ufa Filma , Inc., has been engaged 
in the distribution of German propaganda films in the Unit 
States. 

HERMAN KOLU!AR; 
VON GIBARA & CO.-- This concern pla;rad a large part in 

the repatriation of German securities 
held in the United States . It is in 

essence a brokerage house . Herman Kollmar, the dominant 
figure , was formerl;r an officer of the Chemical Bank: and 
Trust Company. He appears to have been an intimate of 
individuals such as Ferdinand A. Kertess , Von Knopp of 
the German Embaas;r and Dr. Westrick, who was forced to 
leave the United Sta tes and return to German;r. 

OOKAR PIEST; 
VERITAS PRESS.--

permitted to 

This concern published certain of the 
German white papers and other German 
propaganda material. If it is to be 

operate at all it should be supervised. 
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AMERICAN VOITH CONTACT CO.-- This concern, which owns and controls 
· numerous German patents , was organized 

by a co-partnership in Germany. In 
1939, the shares owned by the German partnership were trans­
ferred to an employee in this country who happened to be a 
naturalized American citizen. It ia believed that the sale 
was not bona fide . · 

B. WESTERWJ:N CO. , IliC.-- J.pi!roximate~ 90;C of the stock of 
this concern is owned by German 
interests in Gel'IW!l• Although it 

has been operating at a loss for manJ years that loss 
has been met by the German stockholders , It is engaged 
primarily in the import and export of books and is ~er­
haps the largest importer of German books in the United 
States, It does a substantial business throughout South 
and Central America. Although it is true that a ma~ority 
of the German books are of a scientific character, 1t is 
also believed that a considerable amount of propaganda 
material has been sold by this concern. 

ASID1A REGULATOR CO.-- This concern is a subsidiary of a 
German company. In April of 1941 
an attempt was made in violation of 

the free~ing order to transfer the German-owned stock to 
H. J.. Braasert. Brassert, although a naturalized American 
citi~en , is believed to be the owner of a German concern 
whic.h controls much of the iron ore used by the German 
war industries and is purported to be a close consultant 
of lo!Arshall Goering. J.skania Rel.~~tor Com~ is at 
present manufacturing certain au. ine dev1ces for the 
Navy, which devices were formerly manufactured by the 
parent concern in Germany. 

GENERAL ANILINE&: FILM CORP.-- This company, and ita numerous sub­
sidiaries, is tied in very closely 
with the chemical industries of 

Germany, especial~ I . G. Farben. There is no question 
but what careful supervision of the entire gro~p ~11 be 
necessary. In view of the size of the group, 1t w1!l 
require a number of persona for effective supervision. 
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AMLRICAN BOSCH CORP.-- It.is.believed that although the 
m&JOrlty of the stock in this concern 
is nominAlly held by SWedish interests, 

the concern is in truth merely an operating agency of 
Robert Bosch, A.G. of ~tuttgart , Germany. The concern is 
engaged in the manufacture of electric and diesel machinery 
much of which is being furnished t o the A.rrq and the Na17. ' 

HARTLEY 1.! . CJ.I.ru'ELL; 
f.ATIONJ.L I!IVESTORS FUND, INC. --The indiTidu&l in question is under 

indictment in the State of California 
on a charge of having forged certain 

insurance policies. By a very vague transfer he has ob-
tained control through National Investors Fund, Inc., of 
approximately $4,000,000 of securities and other assets 
which previously were held by a Swiss corporation agency 
ac ting it is believed for German refugees. In view of the 
vague and dubious character of the entire transaction the 
use of these assets, by investing or otherwise, should be 
closely supervised. 

SCHERING CORPORATION.-- This concern is engaged in the 
manufacture and distribution of 
pharmaoeuticai products in the 

United ~tates and ~outh America and ie merely a sub­
sidiary of the German concern of the s~e name. It i~ 
interested in maintaining the American and South Amerlcan 
market for the German interests until the war is over. 

D~LTA P~CEUTICAL co.-- This concern is engaged in the export 
of pharmaceutical products. It is 
tied into the Sobering Co~poration 

picture. Information indicat es that this concern has been 
endeavoring to ship pharmaceutical products to South America 
to persons who are merely fronts for certain German concerns 
on the Proclaimed List. 
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This concern and ita nlllleroua 
subsidiaries beo&use of its tiee 
with German interests has until 

recently been playing an active part in holding t he South 
American business in pharmaceuticals for German interesta. 
A plan has been worked out and is being put into effect to 
clear this organization of ita German employees and con­
nections. However, careful supervision should be established. 

AFGHAI: !l.!ERICAJI TRADING CORP.--The majorit7 of the stock of this 
concern ia owned b7 a national of 
Af&banistan, recentl7 resident in 

Gel'IDAD1, who is understood to be an ardent Nazi 11711P&­
thizer and the economic dictt.tor of .ltgh&nistan. The 
concern makesJurchases in the United States for various 
interests in ghanistan totalling more than $1,000,000 
& month. 

COUPANIA SIDERURGICA P~CANA, INC.--This concern is engaged in 
the export business to South 
America. A sales &gency of 

the company in Argentina was placed on the Proclaimed List 
&nd is now alleged to be liquidated. The concern is owned 
by a natur&lized German who married a daughter of the 
Gubelmann familf , which acclllllul&ted i h wealth from certain 
business machine patents . The owner of the concern is 
somewhat under suspicion as a Nasi. 

FOaAY~aGEMENT CORP. -- This concern is engaged principal!J 
in the export of steel products to 
South America. It ia owned by a 

German national who was forced to leave Germany as a 
result of marriage to a Jewish woman. However, hia father 
is still engaged in business in Germany and he has a 
brother in South America whose conoern will probably soon 
be placed on the Proclaimed List. 

-• 
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This concern, which is owned by German 
nationals who also own a concern of a 
similar name in Germany, is engaged in 

the manufacture of chocol ate, paint and lnk machinery and 
at present is beginning to make machinery for the ~rinding 
and polishing of lenses used by companies engaged Ln defense 
work. 

W. L. ERTINGKR & CO.-- This is a brokerage house owned by 
two naturalized German& engaged prima­
rily in the purchase and sale of domestic 

and foreign securities. Prior to the freezing of German 
aneta it also engaged in remittance of funds to Germany 
and in the food package business . Its customers in the 
securities field are almost exclusively German and six 
or seven of those customers are among the individuals 
recently indicted in the spy ring in New York City. One 
of its largest customers was Hartwig Kleiss who has con­
fessed in the spy proceedings . 

THO!tER & HOu.ANDER 1 INC.-- This concern, which is engaged in the 
import of furs into the United States, 
was until recently owned by German 

nationals resldent in Germany. A. purported sale of the 
Gei'IIISil interest was made to Swedish interests who are prclba-.. 
bly merely fronts for the Germane. 

El:GLISH TRAJ:SCOliTINENTA.L 1 LTD.--This concern is engaged in export 
and import of general merchandise, 
especially fabricated metal products. 

It is believed to be owned b{ oertain interests in German­
occupied countries. One of he individuals involved ia 
believed to have helped finance Franco in Spain. 

COTTON EXPORT THADII!G CO. 1 INC. - -This concern is owned directly or 
indirectly by German interests, 
Until the outbreak of the war it 

was engaged in the export of cotton to Europe, Although 
that business has now ceased , it desires to continue in 
business allegedly to handle cable inquiries from German 
and Holland. The nature of those cable inquiries is not 
known. 
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GENERAL CRRAMICS COMPANY.-- This company ia owned by recently 
naturalized citizens of German 
origin who acquired title from a 

German corporation engaged in the same line of business. 
In addition to sanitary ware , it manufactures insulating 
materi~l essential for radio transmission, 
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Seoret&rJ IDrgenthau 

.Uter read1Dc rov -ru.d• of lo...U.r Uth 
1114 learn1Dc that the Reel cro .. le to ...... 1.~,000 
wortll of pollldered u.d naporat.a aUk t. Vlloooupl.a 
Pruoe, I aa willlnc to clrop ., e~~geetlcra that n 
reh .. e flmda to tbl AMrioan Pr1•D4• S.nioe c-ltt.e 
t or tilt pvohue of aUk. 
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.t.:r . Cochran NoYember 2b, 1941 

:rrom: L. ;;. Knol<o Bonqu.e cl1!:tat du Hs.rce 

With r eter ence to _, memoranda ot NoTember J, 

uo.-e•ber 18 , or~ ~OT~ber 21, I now tncloae cop7 of a letter 

rtce1.-e4 fro. t he ?rench .&.::erlca.n Bank:!QC Corporation, with • 
111~ ot ~te a.sets he!~ ~ that bonk tor the aboYe ace~~. 

COp7:TW:11- 27- 41 
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.&.tt. Mr. D. J. 01 r•• Mm·pe 
JoreiCia :Depu-..t 

At the reqoaoat ol IIJ", ll..rloe Jo7ar of 

tu--... &a hria •• &ae :PIIIJ'• JU, •• bee to 

o-..J.oah to 1f1f1 herwl\h a Uot ot \be aoaota 

(oull et • ..,....luoa) IMlA 111r u for MCOQilt of 

tU ..... AIJI$a1 ... Jlai"OC, 

(Sipd) 

rroa14.allt. 

JlaU 
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LIS! OP SDCUlU!US I!EIJ) .LS U !!Ill CLOS! 
OP IOVDIBiR 19, 1941 JOl! .I.CC01I!f'r OJ': 

!aDCua 4•Xt~t 4u Haroo, Siego Social, !&04ior1 

aocoipt No. 

15209 
23157 
1~9o6 

18907 

18908 

26220 
18909 

250}2 
• 

~Ut7 

can. $100, 000 
• • 
0 

0 

80,000 
8,000 

12, 000 

1,000 oh. 
16o 

$536,5()0. ·-
70 ,5()0. -

DuoripUon 

Cr ed.l. t Joncier Pranoo-Oane41on 5o 10/22/l!F, 
4o 3-1/2o 7/1/4} . 

o1nn1ptg !loctric Co. Sor. A due 1/2/65 - ~ 
1nt. up to 1/2/42, thor eattor at ~ 

Yinnipoc noctrio oo. Sor. J 41lo 1/2/f>5 - ~ 
1nt, t r .. Jan, 1937 thrn 1941 ont ot 
aT&Uablo 1ncoae it azq, ~ 1Dt. tr .. 
19112 thrn 1946 ODt ot an!lablo 1ncoao 
it azq. 

Yinnipag Xloctrie Co. ContincOllt Cart. 

Control Statoo Power 4 ~1&bt $7.- DiY. P!4. 
Y1nn.1pag Xloctrio A 

Pronch Republic 7• 12/1/49 Staped 
4o ( CAielelm) 

for redbtltion 
12/1/'fll 

~CiS OF ACOOWl'S AS J.!1 fl!ll CWSJl 
OP liUSI.JiESS IOVDIBER 19, 1941 OJ' 

:IW>sp:E D' llU!' ru IWIOO 

Raba\ A&tn07 • • • • • • • • • • • • • • • • • 
Rabat ~onq SPJC~ mEE .t.COOtDI!' ~1c. U41f>9 
Rabat .&caner SPJC~ os._• .t.COOllJ'f ~1c. 134391 • 
Rabat 4tDCT mmESD.IO!ED J!IEE J.CCOUlo"! 
2anc•r uanq. . • • • • • • • • • . • • · · • · 
':Nlgtr ~OD07 SPICUL illlJii .t.C00tni1! Lie. llil169 • 
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ll.oforo110o h Mde to our let\er of lo,..•ber 7 19'1 
rel.atho to Olll' .Uocuaalono with repre .. ntatlno of tho'l.arp' 
o11Tor rofinero u4 lllll!Utactlll'lra coacenia>c tho preoent ouppq 
of an4 41.u4 for ollnr &n4 tho tlatlll'& ..-at wtlook. ll.oforeaace 
1o aloo aa4o to our 1ottor of tho oa.e 4oto racar41"C tho otforto 
ot Gua.r&D\7 !ruat Co- ot '" Torlc to )illll'cUoo on beh&U ot tho 
Dlltch l ut lD.Uoo a.,.....,...,, ..,4 tho Gcma...,..nh of Curacao an4 
SIU'l.Aaat, tor col- parpoooo, approxlAato}T :5,000,000 011Dcoo ot 
aUwr. 

'fo IID'If one1ooo cow ot a letter 4oto4 IOTober :M, 19'1, 
rocoln4 trooa tho 1rrtztt; !ruat C- toe-thor with coptoo ot tho 
1ottero •nt1oae4 thoraiD frGII tho Cerro 41 l'uco Copper CorporaUOD 
u4 11aD4r an4 lla.nau, a4Thl"C uo thot tho Cerro 4o l'uco Copper 
Corporation hu roquoote4 cucollaUon of tho followl"C ollvor coo­
traohl 

llato ot P'vchMo J.uthor- lluaber of 
Purchau baUon lluaber Ouacoo DollftJ7 

7/29/41 ]) 910 100,000 October-lon•ber 
8/ 1/41 ]) 911 300,000 lo•••ber-D.c .. ber 
8/ 1/41 ])91.2 300,000 • 
8/ 1/41 ]) 913 100,000 I 

8/ 1/41 ])915 300,000 I 

8/19/41 ]) 917 100,000 I 

900,000 

Y 011 wlll no to thot Cerro 41 l'uco Copper Corporation 
otatoo 1D ih letter to tho lnl"C !ruat Coll))al11 that 1t tho !raaa'IIZ7 
DopartMnt 1o wllll"C to concol t ho a'b<rfo contraoh, it will arrenp 
t o 41Unr tho oll,..r to !IandT li ll&rao&n at 3S conh per 01111co. li&nd;r 
li B&rwan 1D ito letter to tho Cerro 4» l'uco Coppor Corporation hu 
ecre•4 to J)OiT tho -·. co.aiooion an4 tho brobrac• charpo on tbe 
orl&inal contracto. 

In a letter to uaa 4oto4 ll""•bor 28, 1941, lland;r & ll&rwon 
han aaoun4 uaa that tho o11Tor will be placo4 at tho 41opoool of 
Ou&ruty Truot Co.paa>:r of low York tor coinaco Jllll'))OOOo an4 1D a 
l etter of tho o&M 4oto QQaranty !ruat Co.paa>:r of !In Torlc ha,.. cinn 
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,.. u.-ee \bat \"- eUnr will lie appllef. aplaa\ \he oo~ 
orcler referrecl to 1n our abon MDUoae4 letwr of I-ller 7, lMl. 
Copt .. of the letter• frGa llu4J lo ..._.. u4 o..ar...t-7 fnlet CoiiJIUir 
are uclooedo 

II aleo ncloee for 7our cOOYeD11DOI • a font of let\er 
•hlch ••, u fhoal -Dt of the UnHe4 1\ateo, ale~>\ 'bo autborhe4 
to ou4 to the Irdnc !rruet Coap&Jv au\borhlllc U to effect \be 
caACellat1on o! ito oontracto •1tb tho Cerro 4e Palco Copper Cor­
poretloD, referred to &bon , 1t U h 4etenlnef. that 'I'Uch contreote 
oboul4 be O&Doelledo. 

!be HoDoreble, 
~he Seoretary o! the Treaour,r, 
l&ab1nctoD, D. c. 

Jnce. 

hepeotfl>llT , 

(e) I.. I. IDob 

I. ••• boloo 
nee PNI14eat. 
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• .., York 

• 

11r. D. J. c .... ro, 
ltADAcer of the :roreiCil Depe.:rt .. nt 
7e4a""1 lleoe1"N liUic 
33 Liberty Street 
lltv Tor'<:. lf. T. 

Dear Kr. C&Mroa 1 

301 

Ire refer to tlw toUowiq o11Ter contraoh cowri.JIC ollwr p,._ 
c!w"4 b7 11e for ;your ae"o""t froa tbol Cerro 4a Paeco Copper 
CorporeUoa tor Octobtr-llonaber . lloft8btr-Dtoubtr 4al1nJ7: 

~ ~ ~ 

D91C JulT 29. 1941 100.000 
D9U ~t l, 1941 200 ,000 
D9l2 .1.-t l, 1941 200,000 
D 913 "'-' l, 1941 100,000 
D 915 "'""""' l, 1941 200 ,000 
D 917 ~t 19. 1941 100,000 

J.t tbol requut of tbol C~ de Pasco OO!>JMr OorporaUoa. wtll 
;you. pleue t17 to &rr&JlC" tor tile e&ACellaUon of the abO"t'e 
contraoh ill or4ar that Cerro 4a l'aoco oan .. u aa4 4al1Tir 
the oilTer to llaa4r & Ba.-n, S2 Julton Street, !lev York, 11. Y., 
llho are ill vcent ued ot thie ollTir p&rllJ' tor 4atoue vorl< 
41>4 partly tor dolh•r'T to ou of the UD1tod St aho Killh to 
tW & COill&Ca Or4ar tor &eCO\lllt Of Oil& Of tho btllicertllt 
coutri... ll>clooed 1o a copy ot a latter ro<>thed b7 111 troa 
Cerro 4a Paoco C9Ppar CorporaUoll toptlwr wl.th a copy ot a 
letter &Mreo .. d t o the:a b7 llaa4r & !Ia..- • 

Ye wllld &PJ>rtciato yo11r adTiolllC 111 ao oooo. •• po .. ible •tlwr 
tho !reaoury h acreeab1e to the oa..cellatioe ot the" oontrecte. 

Vo17 t r\llr rove , 

(S~ed) Tic..Preo14ao.t 

:Q,o1, 

Regraded Unclassified



CCII'! 

r:fn 

Imnc ,.,.., co-. 
fl Vall Stroot, 
lf•w York, li.T. 
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lllnoloood, ploaoo fl.nd, ori(ill&l letter recoh'od fro• 

11an4J' lo liar.., rep.rdinc tboir oilnr req,.ireMDh. 

Will 70U p1e&IIO tab thio •tter up wUh tbo :P~nl 

._oorn llelc, requaoUq t heir pomuioa to oaac•l our contraeta 

vUh 7"" ao follovol 

S&l.e llo. llato Ow.ceo llalin!Z 

0729050 Jul;r 29. 1941 100,000 Oct/Joy, 

0801051 Aug..st 1, 1941 200 ,000 'MoY/Ilac. 

0801052 • • • 200 ,000 • 
080105} • • • 200,000 • 
0801054 • • • 100,000 • 
01!19055 • • • 100, 000 • 

900.000 

If tbo fra&IU%7 llep8r\MDt 11 villi.Jlc t o OODCt 1 tbe &boYo 

contracto, wo vU1 ~ to dtllnr qproldatol.T 900,000 OUDtto 

You will a.ote 11an4J' lo lla.-o acre• to pq oo88ioo1ono 

4u.o brolotro N>4 baDk on tbo above cootracto, 

lnclo turOI 
Letter · 

Tourt 'Nrt tr..l;r, 

CDRO D1 PASCO COPPlilR COJ!POl!A!IOII 
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IIUDY lo ll.tJICAI 
fs2 hl\oa et .. ot, 
llw York, llw York 

Oorro do. Paeoo Copper Corporation, 
f40 Wall Street , 
!ltv fork, I . r. 
Gont leatnl- J.ttenUon! llr. 7. 1\aosler 

303 

With retorenco to our tllephou coanr.atlon todq, .,. 11Dd.erotAA4 
tbat 70u han oold to tha ,.....,...,. Dep&rtaent throuch the Irrlll& trn.t 
C~ ot !low York about l11no hDD4red thouoand (9()0, 000) OUDeeo ot 
ollnr tor llofta'ber ad Deo•'ber, 19111, d.el1ftr1to. 

J.o there 1e an ununall7 bea"7 dea&Dd tor oUTer to be uood. partl7 
tor Wonoo work and. partl7 tol' d.el1Toq to oao or tho 'Qilited. Statoo 
lli.nto to t1ll a oo1na«e ord.er ror account of ou or tho belll.cerent 
countrito , vo are aoltizl& 70U to write to t ho Irrlac !'root COIIp&Q7 of 
ltv York, l'tqueotizl& thea to i.nqul.ro of the fre&eUl'7 Departaont thl'ouch 
tho J'edorll Ruorn llaDk of low York 1f 1t ""nld be AC>'H&blo to thea to 
oanool thoao contracto and lloo otat i.nc 1.n TOUl' letter 70Ul' v1ll1acntao 
to del1nr thh ....,,..., of oUTer to uo dnriDC the 110ntho orici.n&llT 
oontraotod for, at tha o&le price of 35; por OUDoo end vith tho UDdor­
otondiac that vo rlll po.r tho bank' a co-hd on and abo tho brolco­
chorc•• on tho orl41D&l contract., 

Pl oaoo d.oltTor 70ur letter to tho IrrlDC !root Ooapa117 1.n dQpli cato , 
tocother rlth oow of our letter. 

!"o•nk'nc J"'ll for ,..ou.r eooperatioll, &D4. a-waitlnc 70'0Z tu.rther adrtee 
on Ude utter, n r--.!.D. 

Youro nr7 tro17, 

( dped.) B. J., S»anldiac 

Soorotar7 
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:S.foHn .. h - to our letter dato4 Jon ... 
ber 2lot, 1941, to Oorro ~ Pueo Co,pper Corporation , 1 11 Tor!o: 
Clt;y, o.n4 to tho letter dato4 l!cm~mber :Mth, 1941, troa Oorro 
~ Puco Co,pper CorporoUon to tho l rYIJic !ruat C-, I • 
Tork, coploo ot which wo v.Dderotu4 tho lottor t....,.aHto4 to 
;rou with 1h 1ottor ot lonaber :Mth, 1941, rolotho to tho 
caneolloUon of cont rach 'IIIIich Irrtnc ~t c- _.., por­
ouant to author'isaUou troa 7011 u !heal acont of tho Un1to4 
Statoo, w1\b Corro ~ Paoco Coppor Oorporoti on tor tho ~11~•1'7 
in llonmber an4 Docoaber, 1941, of appron•tel7 900 ,000 Cv.Deoo 
of ollnr .999 fino. 

'fo wrlto to contlra \bot 1D t bo onnt oo>ch con-

trach aro cancollo4 and. tbo oUnr 1o ool4 to u 11r t be Corro 
~ Paoco Co,pper CorporoUon, wo, actiJic ao acente ot O.....U\7 
!rua\ Ooa- ot !low Tork , will place tho oilnr at tho 4hpooal 

ot Guaranty !rruot Co•- ot lin Tork "' tho prlco ot 315 oonte por 
ounce .999 tino, it beiJic a9rotoo4, bonnr, that tho O.....Ut7 
~ruat Coap&D7 ot Vow Tol'lt will pq u a 'brol:lraco ot a poiah por 

""" .. ot oilnr . 999 tine in a441Uon to rol.a'bariiJic u tor tho 
badc1 o co•1.oo1on u4 brokorago char•• on tbo or lciDal contrach 
which, in ow a~o aont1ono4 lottor ot lonaber 2lot to Cerro ~ 
Paocc Oc,pper Corporation , wo bo~o acroo4 to pq, othor than tor 
brol:lraco char••• du. Ill on orlciDal contract datod Jlll7 29th, 1941 

(7our &llthorhation llo. II 910) tor ~llnrr ot 100,000 OllDCOI in 
October , lonabor 1941, I.A wbieb wo .. ..., tbo brol:lr, wbieb brouraco " 

aero• to wain. lD thh ......... u ... .. wioh to rotor 701l to our 
lottor ot October 30th , 1941, adrloiJic 7""' that Oaaru\7 ~t 
COIIJ'O'O' ot • • Tork bad clnn u their o$r to pnrch&oo for tboir 
accollDt approxiatoq 3,000,000 ouncoo ot oilnr tor ohlpaent to 
tho Jlb1la4olpb1a lii.At tor coi.Aaco tor a toroi«a i!On..-at. 

To\11"1 nrr trlllr, 

( ol a. •. SJ*ll41nc 
Socrotarr 
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lletoreDCt 1t ..U to our letter ot Ootober 21, 1941 tclrloi.Jic 
70U that oo. Septeaber l} w wre lo.t \1"\lGhcl b7 the lretherlu4 
Leptloo. 1o. 1iaehl,..ton to purohaot oo. behalf ot the lotherl&n4t 
Indlu Ooni'DMnt "PPro:r:i•tol7 2,90Q,CCO o=ooo ot oUrer for 
co~ purpoeoa ancl thet w hacl lnttl"llGttcl II&Acl7 6 Bar.an to 
ottoot the purobaoe tor ua. lleterenoo 1o alto •cle to the lettor 
d.ahcl llonaber 26, 1941, ldllcb ,. uo.clerotand II&Acl7 & Sa..., ll&n 
written to 70U rel.&Un to tho C&IICell.aUon ot conain coAtracto 
ldllob OAt ot 70ur -nt banD uclt, puro\IU.t to authorla Uono troa 
70U a o !local acoo.t of t bt 0~ Statoe , vlth Cerro cle P&oco 
Copper Corporation tor the clollnrT 1o. lronaber and lltooal>er, 1941, 
ot approx1-.tel7 900,CCO oaDCeo ot olber .999 tl.ae. 

V. vrUo t o collflft that 1n tbt ..,...t ncll cOAtrach are 
oancelltcl &114 the olber 1t purcbaood b7 II&Acl7 6 Ba-., for ov 
acc...,t at tbt prlco ot 35 cenh per oaee .999 tl.ae , w vUl 
appl7 the oilnr ..,....t thol colziACO orcler troa the •therlallU 
Iadlu c;o.,..,....t at tho - prlco ot }5 oeAh per o- .999 
flu, ~ 1nclicahcl 1n our letter ot Ootober 2S, t hlo colnact 
orcler h bel.llc btncllecl b7 "" OD. a ""7 .-11 co.alt tlOil ll&tloo 
!holrefore, our coaaiu lon, tbt brolttrect w P&T to II&Acl7 6 Ba.­
ao.d tbt ban.lt1 o co:l&loolon ao.d broker~ oo. tbt orlcln&l ooo.trach 
(other than brolttrect oo. thol contreot be&rl.llc 70ur authorisation 
llo, II 910) p1ua &Jl7 eJq>oo.oeo ln'POlncl 1n clellnrflnc tbe ollnr to 
tho Phlla4t1phla Mint tor coilla&e vlll, of oouroo, be tclcltd to thol 
coat of t ho o1l yer, 

(S~) S,L,Poot 

S.L,roft 
Ill SecoliA T1ci PreoW...t 

ill clQPllCAte 

_________ c~~~7~·~~~:11474~l------------~--------------,.---------
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................... ... ,..~---,_~., 
• I F 11. II 7.- I 0 1 et •rtde-
f..all CU1d· so'S. ..._-. ...... , ..._ te 
c r-..w--. 

....... .,... -.u. .... 
a. .,_ wa.l ..ula •• ..U. ..,._ et ,_ Oonua 
........ , 7 

2 et "-..... - IJAM et ........ 
..... .... ..w .... ....,.,. .... ood ... ... ..... ... ... .. ..w ~ ,.,_ •• ,_ 
ood Dr. cn.ft ............... . 

a. s t'o 

SA I aJr ,_, 
(81~aotl 1. l ore .. ~•• lro 

IE ow; ttl U. tiEr $ 

II. II. ...... ... .. c ,,., 
, ' '• 1 · s t&•, 

~,., gt a, D. c. 
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My dear ~r . Secretary: 

30? 

CANADIAN l~GATION 

WASHI NGTON 

November l Bth, 1941. 

I have attempted to secure the 1ntorma­
tion which you requested in your letter of November 
12th to supplement the memorandum that I aent to you 
on november ~rd dealing with the importance ot main­
ta1n1J18 the supply to Canadian gold mines ot certain 
machinery and equipment from the United States. 

I find, however, that it ia not possible 
to itemi~e the requirement• of Canadian gold m1nea so 
aa to show the amounts of eteel and of the various 
klnda ot equipment needed from the United States in 
order to prevent a decline in Canadian gold production. 
A part ot these r equir ements oonaiata of spare parts 
and articles wanted to repair or replace machinery 
which has 'broken down through accident or wear and 
tear; the volume end type of these materials obvious ly 
cannot 'be estimated 1n advance. 

The Canadian Uetala Controller has made 
a rapid survey of Canadian gold mines for the purpose 
or trying to de termine the extent or their purchases 
of supplies, equipment, etc., 1n the United States . 
Ili a survey 1s based on information secured troo nineteen 
representative gold mines about their purchases during 
the twelve months October 1st, 19'0• to September ~th, 
19'1. It ehows that the direct and indirect purchases 
or materials from t he United States amounted to ? , 11 per 
cent. of the total purchases by the mines . The total 
dollar value of supplies from the United States 'bought 
by the entire Canadian gold mini~ industry should come, 
on this 'basis, to a little over 3~,000,000 a year, 
Slightly under 20 per cent . or the total would 'be for 
emergency replacements, and the rest would 'be divided 

The Hon. Henr:r ~lorgenthau, Jr. , 
Secretary or the Treasury, 

Washington, D. C. 

about/ 

• 
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about equally between the purchase of new equ1Jaent and the maintenance of nor.al inventol'ies. 

Theaa estimatee al.'e not lAl'ge, with l.'lspect a1the1' to the dolla!.' value of pUl'cbaeee fl'am the llllJ. ted Statee 01' to the deuee of dependence on United 8ta tee euppl1ee. Soae lli.nea, howe vel', a.l.'e much aol.'l dependent than othel'a on 1apol'ts fl'oa the United states. The Hollingel' Kine, the lA!.'geat gold producer in Canada, purchased only 2., per cent. of 1ts requirements in the United Statea during the year covered by the surveJ, whereae the highest percentage among the n.ineteen minea that were covered ne 1:5.67 par cent. Since the degree of dependence on o.s. sources of supply varies tr~ mine to mine and ariaea in large part tram the country of origin of machinery installed in the mine, the effect of cutting the mines ott from o.s. supplies would be verJ uneven. ~ 

I realize that th1a letter does not give JOU more than a part of the information tor which you asked. If I find that I can secure fUJ.'ther details, I aball pass them on to JOU. 

!!elleve me, my deAl' llr. llorgenthau, 

Yours very sincerely, 

Ktniater Counsellor. 
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• ...... ••• 11&1 

.., ,.... J)p. Soeaa• 

fbaU 1• tor JeV letter et 

llouaber 16, ••leebc a .., et tel..,_ 

trca Geaera1 ca.sa'tl lal-Mek. 

red it ri~ lat••t. 

Inn dMenlf, 

Dr. f. '. Sooac' 1&01 Y Street, • w., 
luhi~~gtOA, D. c. 

" 
) f t r/t./~7 

31.1 

• 

I 
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C H INA DO:I'O:NSO: S U .... L IKS, IN C . 

t e ot V 8 T RaC T H . W . 

WA. H I NeTO H , 0 . C, 

COlfl'lllE!\!!UL 

Dear Kr. Se cret&ryr 

I &m in reoelpt ot a tel•&~ troa 

General Chiang Kai-ohek , in which 1 fool )'OU ooit;ht bo 

With kind regardo, 

! bo Honoroble 
Tho Soorotary of tbe Tr .. oury 
Waob!J>&t on , D. c. 

BDoloeure 

Your a a'lnoerely, 

r. v. Soon& 

312 
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TEI.BGIWI 1'1!<11 GE!IIliUL CHLUG U l Sl!El TO Ill. 1'. V. SOOHG IIATED W.aa . 
BOVEIIBER 25 , 1941 

I preau.e .. baeeador Bu Shih hal &1YtD you • copy or ay telegr~ yeater4&y . ' 

Plea•• convey oontenta ot the •••••~• to Secret&r1ea J~ox and St1maon t..ediately. 

Ploaao explain to tnom tho gravity ot tho a1tuation. It America ahould 

relax tho oconomio blockade &nd treezin& of Japane1e aaaeta, or even if report1 

that the United States is conaideriD& thit tbould ~in currency, the aorale ot our 

troops will be aorely aha.ken. Ourint; the p.aat two •ontha the Japueae propap.M.a 

have apread tho bel let that in Noveaber an •tre .. ent will be aueceaatully reached 

with t.he United Statee . 'i'hey have even ccae to a dhnt but none the leta det'lnlte 

underet&nd1Dr; with the doubtful el•ente in our country. U, tMretore, there 11 

any reluatlon or the •ba.rgo or treer.i.Dt replatione, or if a belie.t or that plna 

u ouo.d, then the Chineae people •ould contider that Chi.na haa been cocpletely 

aaorif1ood by the United Statea . The morale of the entire people will oollapoe 

and every Aeh. tlo nation will lose feLith, eLnd indeed eu.ffer auch a ehoek in thoir 

faith 1n democracy the~.t a moat tra!:ic epoch in the world will be opened. Tho 

Chinese ~y will ooll~pae , and the Japaneae will be enabled to carry throuch 

their plane , eo that even it in the future America would cone to our rescue the 

situation would be already hopeleae. Such a loae wo·uld DOt be to China aloe.e. 

Tte could therefore only requeat the UD.iUd State• Goverment to be 

\tDCcaprcaieins, aDd announce that if the withdrawal ot Japt.neu andes frca Cb.iD& 

it not aettled, t~ quoation of relaxing ot the .. bar£0 or free~ing could not be 

considered. lt, on the other hand, the American attitude remaiaa nebulous 

J&paocae propatanda will dail y per forc ita fell pu.rpoae 10 that at no coat to thea 

thh prope.g.and& will effect the br eakdown ot our redat.anoo. OUr more than four 

yeart or atru~&}• with the loaa of o~rntlett live• and taoriticea and de••atatioo 

1 T~. cor•·in collopae or our vnparaleled iD hiatory w~d ha•e been iD •• n. n ~ 

rea1atanc:e will be an uoperaleled oata_atrophe to tM world. aa.d I 4o not iac!eed 

know how hlltory in future will record thil opilodo. 
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...... 16. 1Nl 

11 uar llr. PNdAl•ta 

Por JOV W-tl•, I • 
1u1 .. 1ag u...nth oon of • •able 
111Llola w un ,....hoi tode¥ fl'la 
ov tr.u.., r.proHaatatln 1a ~. 

I aa aloo NII41JIC a •on of 
tbh oablo to liP. NJ.. · 

Si&MrolJ JOVO, 

/d-4k,/ 
k~ .. ,P./11 -
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Dear CoNtllJ 

ror 7ftP infor.atloe, I aa 
1Doloa1-c hor..tth oop7 of a oablo 
wb.loh •• han roooincl todq tr. 
0111' !POUIIJ7 PtpPOoataUn 1a 
Cb.lu. 

Boaorablo CoNoll Hall, 
S.orot&PJ of State, 
Wuhl-ctoa, D.c. 
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llCSIITAIICI aouP IIAOYIOIII aJ !IDA _,.., to .... '011. Aid 0~ 

fOLioOIII 31111- !D 1'10 Ull o\111 l'IWIII ao.>S 011 tmGI _,, 1• OlD GIIJIB.l 011 

.. - _, ~ llllt1ll IIIGID- -JIIU AD IIlii ...., IIIIIB.l 011 

IIJUIIAtltw UJ1 ~- - tal aiOI'llo!Jtwl All OPPW:WlfDI to OOIIOI.Ut.ft ftiU 

ow routJtw .,. !DD ...,w , ..... u •z~~ot. AJID WJ.Dn ua 11u. nna to 

..,.. to .t. ~Aa. DIDt n - t o IIUW AIOIIt l'!lloGI -- •m 41111 ~ 
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T 'l'"nlo 1o a ""''Mt ot tbe th1W. aoct1on or th.o cabl c!at 4 ::o,.o::ber 22, 1941, f'roa t h.o 'l'reao\11'7 at tao' a 1'1 :O"l)t::o 0 • 

'l'bio eable vae 41atri'but ed on ::onaber 26, 19~1. vith ~ 
thlrd ooct1on r.mtilated. . 

l!OU() iiD5G, Clli::A 

l:OV.;..'!!IEl! 22 , 1941. 

n:r.: : OA: .Plll1LI., U. S , TIID\SURY m:P!l:.iSl:!l'l'/-TIV::: 

~C : DIVISI Ol! OF llP/'ZSTI~IOlili Al!ll PA!I'l!OL 

C"~BJ s=IO!l Gl' ::::sSAG::: :i'OR SllCRmARY 'r'.C p;:opu i'Ol! l!l:AL !!:S!S'I'..A:.'"C!: Gl!:ul' 

IS CC::?J:i::J 'F T'...C : IGrl! :ao;rr:;; A?.:Y CO:~:A i".C L":".- F<M!'rd l!:JU':': .oK:Y CJ:-L:A 

::= :;::.- p;:;;;::p.,•l'I ;:; !l!' m::OC?MIC ?.t..Ri'I:::S IE Clli::A l!ilCL~T ?OJre:O m i!Olili l!l)".;G .A;;D 

~:.'lCll ~'0;; A:NA\!:M'!!S YOlJli'G Gill! ?LKR cc:::A Cl:I::= l<A'l'I tl:r.L SOOU'l'Y ?-= 
::> .• .h CHI :;:s,; CO!IS'l!ITU!IO:! ?A.."'!J!Y CO:.;:;. !:ATI:illiJ. St.LV.A'l'IO!I 4 SSOCIATI O'.: CO::'-l 

::.CC.TL\TIO:IS N1 \IASHniG'10l! 1"'-"T A i!A.XDilll: ?OSSI BILITY Or ?:~CE IS :t.::SS Tl!A.!f 

iA?A:;::St DIT:'ICULTIES lllTH m:R Oit: o.t.l!l!ISOJIS Ul CHI::A 

C;::."l'l!!.L ;;:...:OJU\r:E CO!~:I'l"l'EE 0? Tm: XUOHill i'Ol:G I S SCll:!:D'J'...:i:D TO :t::£'1 .iJ Cl!AI:G 

lru:G ll:)CJ::tBEn FI"'!Zl.ll'l'l! .Al:D Fl!Dl·! IGSOWTIOliS AJJOP'l'::D AT 'l'l!J\!r tEZ!JTniG TliE 

?O::::Io:; ?OLICY OF C!lll!A !!AY liE IliTEPllETZD 
POLICY rt1 COlQ!UliiS'i' P.-JUY DU':.:ti!>S 'i'O 
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II llllmUI!tlM 01 QIUiia U. ltu. IIIU7Xllc 'f'J C:VO'L 1 poowr ,. -

li'OJC!II earrua. ~ • 111: !Dill 1 ?6:1 ill Dllan ~ 

Plm.lti'I .... 1M ~ ll tlll'JI ~ .alii lT4.oi ~ ,_ W.. 

D 111:1'.101 '(It) Oil,. UQ a!l!lC! 83119. llni:IAL C1:71l'ICDI\ll l'illC~ :II 

API'LJIWI.I 01 mo- 111111 ~-. 

lDU tJitOOLO 1011'1 Dl GO!Llllli lllfB lllli'I!IIGJ *- CIIDLl 'i'O all ~ 

D lrll\l.liiG ~ P4JIIIftll JP.r: 1'0 K 1Ua. D 1a'D MUlllliiiiF '• Twa 

I'IUC:TD u u MftA7 a eUAtHIOIID • • 

..,., ...,, ,..~ .lftW:IIIa !0 .uca- ..u.u. CiiiU .. Iolll Cll • ., __ 

liiLirDG 10 -.:1 a ! ':=tca I'IOIU.. tta AU. Mll" I ... D 'Ill Jl. 

ftJUI:tton II.J1 em. tl • m am • IIJnJI•allll ta r• .. DN.­

JWifse roa <&JUJWYJDI ua ll n:ue ~ ""' '" a..na Ulil cnt trAI!I ., ..... 
GAll 11110111.1 • .... JnD • aa rur IJAJD ± n ..,. AI"'QNft .... • 

FJIII I!IUD 10 'I'M f!WIIMII:ra. OJ • II ~ -~ • D. II a 

llOJII 1110 -- ....., .. ftd- ....... , ... Aalt!t' 011-~-· "' -
DOLUa ••• a -ua. 
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Sccrotsry of StAte, 

1/aahington. 

510, lloYembor 26, 10 a. c. 

Depp~toent1 o 934, to~. 

321 
!loll& Ioz>& Y!& !!. ll. 

»..ted lloY~bo.r 26, 1941 

1!4oc14 4a24 p.m. 

l'olloviAg confidential ato.te:Jtnt Juot rocoiYed trolll Olton , Cbair­

ca: Stabilisation Board of China: 1 S1oco t irot Stpt«obor, t~o board'• 

oxclw>G" allocation• !.n U "J'OCt of tobocco loaf U.,Orh hen be., 

c\htri'lnlted ao tollcvat Yee 'roooz>& 'robo.cco Co::pell7 (!r1t1111>-.lnerico.n 

tobacco coC~p~~AY) 1 Sopto>:bert United Sta ttt dollaro 650, 000, October: 

United Statea dollar• 550, 000 , llovember: United St&too dollaro 500, 000. 

llaeyoJI& :Brotheroa September! United St~teo 4o11aro 10,000, Octobert 

Unit ed Sta teo dollo.ro 4o,OOO, lloveabtrt United Gtatoo do11o.ro 5(),000. 

l'oreign lJI!.lOrtere (ottperiorf ). Chinoot ciprottt to.ctoriell Unhoroal 

Leaf 'robacco Col!lpall3', Carolina Loaf 'robo.cco Co11JW17, Dibrell llrothoro, 

P..,berton and Penn l'oderal beo:;.or..ted, O~orican fobocco Co:IJ>~, 

A. C, !lonlt: l!ll4 Oo:opa~~T, 11. :B. llillcr 'robacco co,.,.,, colloct1nl7: 

Septo~tbort United Stateo dollaro 90,000, Octobort United Statu dollnro 

150,000, Nonmborl Un1 ted Statoo dollarc 150,0001 
• 

Sent to tho Departoent repeated to Sbt•&b•l end OhuD¢ng tor tho 

.Ambo.ooa4or end for J'ox. 

eh:cow 
l~l 

SOU'I'I'.IJID 

. 
• 
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I'IIIDAL llliSDn lWDC 

07 DV YOU: 

S 1 r: Attention: Mr, 7r&nk Dietrich 

With reference to our letter of !lona'ber 21, 

1941, relot1Te t o the letter .mich we wrote to the 

:Banco do w.xlco, 1n aecorianco with 70o.r authoriuUon 

lean e11Ter , w are pleaae4 to ocloee cop7 ot a oa'l• 

roce1Te4 todoJ' fro• the llanco do Mexico e>;prlloil>& t heir 

A(roC,.ont with the temo and proT1o1cno coata1no4 1n our 

letter of NOTeabor 21, 1941. 

!he llonoroblo, 
!he S.Crota"7 of the !rea....,., 
VaohtD&ton, D. C. 

IDe. 

Copy: IC lll-:!7..111 

Rupocttully, 

L, v. lC.uod 

L, v. IIAoa, 
Vice Proo141nt, 
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COPY 

Il!COKil/0 Cl.l.llLi)QJW4 

l!oveaber 26 , 1941 

!odoro1 Baoerve Bank ot l!ev York 

l!ev York 

llo. 17 

Ya acknowledge receipt of rour lott•r of 

l!o·re•'ber 21 and hereb;r expre01 our contoraity v1th 

nll polnto and !)rOv1a1olUI contained therein. 

Banco do Mexico. 

Copyloc1ll~7-4l 
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DIW'!r Oi' C~IZ 1'0 IIi: Si:llT Br P.illli.RAL RilS..RVil lWIX 
or Ni:ll rom; ro wroo :t>ll MlilXICO ou 11X0£11B!la 1, 1941 

lrlo ao !heal a;:en~ ct the UnHocl S~too will purebaae 

oilYOr f r051 you todey at 35 Unitecl S~teo conto por 

OW>ce • 999 tine 1.n accorianca vU.b the tenoo aZIIl pro­

Yioiono ct our letter ct Uoftllbor 21, 191.1 tor delinr7 

on board Mer1ee.n ete&t~er at Vera Cl'\1.1 tor shipt:etLt 

conoigaecl ~o Focleral l'.eoer ... ll&nlt ct llov York of o 

11111 tocl Statea .Aaaay Office at !lev York aod !or clolivory 

on board train at Monterrer for 1h1pzent coneicn-d to 

l'odora1 Raoorve .Bru!k ct !lev York o/o 11111 tocl St.ateo 

Aoooy Office at !lev York. 

32? 
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Ia U.. t.otorho a~a\loerto .. to ooo\l&e pro4uct t • won: 1aa Ilea d01aW .. 
...., Ia...., or \Ma tMra are .. '""- alp.t...,...r ol>IJ"to , 1h; -.hyau are • , 1 .. ;_ 

-~· 
C.trel of All ttl.a • "f'roa t)le flrot MY. Of tbol OOC\Ii&tiOD, tJ.l Mrah&llte IlK 
.uwfaot\lrere. wbole•l• and. ret.11 ... ,.. obll& .. t..o 4eol• r• to the awthor1~l•• kll · 
tbalr oto.b. llootJal¥, lupeetoro eMU: tl\o boOb aad 4opoolto •de bJ tl\o - •huh 
llol•t paah ho4 rith n ... "" .~ 700,000 r ...... 1a .... . ot tr&~al, .... - ~ • 
occutaao, ritll to,... ot l"irho-t , b priooo o ro otf!ololl7 -talao4 alMot at 
tho oOM 1 .... 1 &I 1.a -, 1140, &ad u iPo41 are 'boooiOl.a' ""rca, tMro baa orh• 
u tot••• ''blfet arbt' t rade 1.a 110ot antoleo, bath tooc!otutta aAd an tUu ota , 
tbl o U llolt tratfio lao taer•••d with t ba rotlcmlar. oyotca, aot oa11 r ... n otw.la 
lolt elM t.r olothlA&, ob- aad aaey othor til"""' Ia 1941, tho ...... t• 110ot~ 
rottooo tor OTflrl ooa..O.raa 1llllabltoM ot hlpaa torrttorr !lao ba.., tbo rollowtnco 
_,, 3t , ,....., br• d 1T61 b"ttor, llJ • rt;arlDo 11 out;ar 111 oo-odlo4 •ootroo odlfuroo•. 
lA wl\loll tbora 11 uta oto,la -1..11 ot •"ttM, b.Jt OOliiPOoo4 ot barley, ohlooi'J , 
alt o.nd olloatwt tloi&J', a , ...... I oot o, s ,,..,.., tartnaooO\ll toodo 31 •ral a.S. •• 
artltlolo l boDw,y 11 potatooo 160. Tllooa ora tllo artl oloo out J oct to ratt ODloc, bot 
durlac wbole woolra, It •• 1-ol'blo to o-l.a potatooo, Tba oall ratlou -Uao4 
aro oold too t bo pul>lio a t tho prieoo r ullac ... t..,. lOti> ~y, 'but t .. pooplo looYe to 
bu)' 1..11 tl\o blaok arbt that Glob they aJot b.,.• to order aot to dto or ~au~&ar, 
pt.JUC ourollarpo at "'- tOO to T~. s_,., IM'hUoa\ of blatt r.arbtero tHO 
na ao tar ao tba d• th p-lt)', but ID •Pl"- ot th1o ..,U} oro oro ro4oubllac thalr 
aotlnt)'. 

6800 
• •••fM etoppla& of iapor;.a. eTft fr• .. 1£hbour1n, OCND.tl"l" a euoh &I llol: ..... 

u d Pruoo, boa -. a torrlblo bloor tor t ho t;el[ian'o otouldard of lln~t;, oao of 
tbo blcJoM1: lA Jvope. t ho llalpan oat ! .. , otrOAcl1 lad~otrl.aUaad, - ho.apd I t o 
prodlloto tor ,... •tariah ""' t oodatutro rith alaoat a ll t !w oovntrl" of tho world, 
Wit!> tl>o n~~eptl011 ~ t ho •.,.td' t n! OD, At prount lt ~· bo " ld th&t toduotrlal 
J>r>4uotloo to bolDC • 1atain .. at 110.-1 ln • 111 bruohu, r•oll u ""tallui'C)o bot 
U!t 1&J"lo\lil repoae au.bJeoted. t:o 0 t"lSil ooo~p&tlon a l ao auffer troa the foo4 or1111. 
It !lao aot b.- paullola to aullaaia l&llutaot..ro4 ~~'"'" t or t oodot•.tfo, au th o tho 
tot o ot \ h6 lal~aa· laa boo- .. proooriC\10 .... wl th proopooto or roal • .ttorl"'• 
U tl\o p...- aW.\a ot .....S..r-aovtot..Dt oootlllllM tor onorol yoaro U h oartela 
tloot t ho wortla& _,.,lit• or botll JO&o&nt ad laltOI&nr r.ll ~t atnloh oono \darablJ , 
'lftt.iu 11\ll b reak ... t aDd a boot' or cllo•oao,. ,..-!11 .,_ .. lD lntet\00 far .. 
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• •m lac&alllo ..,. . ,. oltlu1,117 .... 330 
e&ptwo h lpoa,.pj>ro•l. fho , _, broA4cut~ 

.,_,.. • pu~lto pl&M• &d. to labou:J" ud • i71c-.~l t t.&J'&l auoel flttO:., Ut. .~: tlte 

trM tttrtwtt• ol -· ~·to ~ h•rl•• la n.rt0110 ... , ,.. ... , peotero to 
- • .4 ....,.,, ep- ir •>14'1w>:Q' -n. a\ Wllh~ ' ""'"_,lat. to tile peoplo 
tM 1 ....... et tho A• orcs.r l:ld tl:e n i le ot tAt 'plut.o-ju.dato• t t..•. et.o •• • U 
.. ~ .. , ,., 'JU• JNrtoe•• •• there a.r o t •rrUlo peM.ltl .. t or a.qoe_o lht.ecd-c "-
,... ... u..on ... ..,.._.,_,te, tl'w 1~• ala••·'• • and 1• l ouor '-P..• the bovc-ot..do, 
look all lol- tl.., oa tM '"'to o~l'olro ouutoo hlsl- otkor -., t.,. oN'lotol 
repor t •• n... u a Woopbere or r e dQI&tl• lliu .._ or• t M • hlota l D ICIDia haa 
.. ,..c to , ,.... teop.ratloa, •• h ·~ bJ the procr••• ot tho fh•d• h ., . .. :at 
ope:Uy ta..u .. 'blo W G.ain j" 71 . ' ~rv.ltMAt Ot & IOI'pl ot 2,000 S.lrJ.aa 

1 

ttluteon tor tbl ltv.oll e~~~~pallJl, .... 

e.,hto Jlll"loatloo ot J .. to. • "i'I'0~£0-DOo O(ltoloot tMo Jwo .... l o<lo<O lad 
c~ie£t avo•••• amaa& tho J;i cia.na. I t haa been drt~ 1ato t~• people to ~ 
lat1Alt1 ot pu~toatlou that thol r WDMit eftlll!1 h t ho J ft, pa11Lte4 lft tho .o~t 1om~• 
coloun ••• flrl""ll te - Cbrta1u. eoo1e·~1· who n ... troD t he 1"0\lr,l\ work o:· the 
rar-, t,_ the aiM 1Mt't aad troa the worlteltop a ch!ne, 1A order to tn•p L.d hot.rd 
tN ••ltll , ,_...., "1 the wortere, 'bJ M&n• of oootl-1 • ehln.at1o•.• oa the ; took 

I t to ollocwt t.od ropootod <lolly t hat t ho Stook l!loohaft'' h oo uneootrollo4 
u.Mf: tor tbe J.ourJ>O•• or aatob1ar; ~ ln. • t w ho-...re the .... ta··• or earty 

,.,.. ot tM proa.ta.rtu or ~Ml• ola .. &Del t,.uturtn( t"- to the pocke t • of 

.,1t&lhte w1thowt Cod or ln, r1101t or thea J.... f!w pOfNhtloa hu be.._a worked t"f' 
a .... U t t:.t\1 J ... wM 1Jl Aatlnrp polltt-0 or Ulld. tao ~Uell a bowt halt Of t!.e real 
;roperty aM .... t ot t he ld & ahopt aDd ta4ueV1"• At pre•e.oc. • co· or chou tr-.~tta••••• 

:sw .__ 'tftnat erred to ·~· ao4 the re:.atnGer, 1ul~1nt ncu"'• ;• y not be •old 
.ttbwt uprwu peraln loa ·ot the ooc.trol b<Mrd o!' J • ! eh propert:-; •• •• •• • 

• 
~ Coetrol • "!be tr .. •l.e ot d:rup to th. pubUo l-et * :1. rutrtcted C(!tJs id en.bl1, 
4'e Slei-.. r .. p&t•t u41o1n•• l e tt .t-.lf.h ay be t o ld to the publlo wlth.,ut ·~1oal 
preeorlptlon . It ·l• held tb&~ tte contlau&l a Gd ~1oontrol\ed • • of drut• l• • 
• u.u ot M~eratloa ot tbo ort,aalun. and., a t tht .ane t lne, -. t ou.tce ot • :trtd\tllllat 

pMr-.ohtl , wl\011 Wl1oe n rapa city oa o~••• th• c eralh11l y to 1--~U.ltlply the 
ot a,..\t1o r ea edl ...... . • 

II~Til~~~~;;~~;r~!ci"..:•OM Ot the .oat bter .. tlD.t t aotta of t.t.e polllj' ot the 
M s bee tlW ~ .. oa"l • orp.u1ea.t10ft -t.f laterAAl ord• r 

t!lloh ""'tally r•pren•• aootura..l u•ultl dur1,a& t he r•tu.htlon blac\out hcw-1 
.t1u ao Uc)\t.t ~ H ,.,... .At tirat a \taokl were a c1e, b\lt bter on aahtact-ot't 
-._ lat1.111Mt.d a• a r•alllt ot t ile ahoott.ac ot baodlte. Pett)' l a.rc.eny !ia• alrloat 
e.;htelJ&l • pp• rM ta U.lpa owln, to U.. alltt&f)' trib1uw.h' 1.JIIpodnt •• a 
;-lt, two or .,.. ~r• ot haN labour oa the )\I sh I"''Otd• and ln c.~ r aotorte•••• . 

~t ot t l • l • ;wo4»H h ~·lwld wUb th• ...._ .... rttr a • v_rc:&Q p1lter1A.:• 
10 th&t the NP&l otaltlfttor ... k 9lit 1 l ute Ua \ ft!a OTIPI w1. 1l t.O\. be re.:;oT•d 

Al&tzt, Slalla.r pwU •h8etrt• a.re 1Atl 1otecl oe oa\tle U\h .. a ••••.• ~ 

IF-~~~~~~*r<th.:• •n e nota\11 ........ la pollOI wotlc 06\lled. b'j c.be \a!hlt ty ot 
a .. d tor Yl&ll&n•o l a the ttla oko"t hour• , whlah con.dlt, ona 

further ooa~Plloated 'by tbe rtrc• a n4 4eatr'~t~• oauaed. by a lr rit~• ia•• 
l t.M la. the t cr•tl • tbnuP.ovt Belpua ot a oorpe ot aA.,l.c tral elrlo polloe, 

tw-1 ao a1tora 1tut 11 411tlocuhhe4 'trJ a e~ot.al oap ~d "' rtbbon w\tn the • ord 
1&11•. 'fbe ,...._" ot thie ort,&nh&tlo'l\ e.re reorWted. • 1oly t r<M& r.~on,r t~ 

lllh .... otbw tr~o.r-n VOU.P• • Otblre ot th• t, t 'J.DotlOIY are t o r~ralololte \hi 

Wbo 4ar. t~ co ""\\t o• t he etre1te t.tter e....,. o•c\oo'< &t ntr.ht. J tM• who ue 
eaou~ W ltet eeaal lat:l.•ey with •ryaa wo ... n. l.nl.lhld~h • "'Pl"tnln... eecU tlOYI 

lDolbatt..... thoee W'he lleWa t.<t tordp Ae4Vt.bortu• 'bra.4a.et.e. u. ... who ·~r•O 
bJ • or4 ot .:v.th or La wrt.t 11l(.l._t eoutder-.4 ...._, l a., to the l e1ah.. The "n-lc.et ·: 
c1- b) \ho oa illar7 pollee oro- on4 thotr .. turo lorlo o t.M corpo """ <llrootlJ 
....S• a....., o oatrol tll&ft tho S.lr;too rotu\Ao.r polloo toroo •• • • • • • 

"t,~~~!,~~;i~~H~!;i~~~- ~~D =-el,t• rae~,. --"" • lj IIU't to 0......aJ to be 1A1 tla t.e4 
&Del ateu.TW U.. -.at- ret\lra tHa ~ =at.erl.al 

aa4 troa • •ht. ... Go",--n,t .La.Mtrl&l ~e '' a Mut ~ A4!Drlet u.d ate t he 
...ee.,.,. r ...... b te -..n a.D4 -.aa~· Ill ell . n - to oorreotJ.ac, \he --et&£ee .... 
1'0\Jtl.ae •"-"•• ,._ l uk et a4tq;.ate = Q' • W.tlft wpat •tloa or wort: &A4 """-
tU_.upp .. oal)'\loal lallora-.... • Ut7 \lliq •h_•_· ·- ·-·_· ________ ...,._..._ 
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TREASURY DEPARTMENT 349 

INTEit.OI"l''CIE COMMUNICATION 

&-"" DATE llonabe r 26, 1941 

TO SocrotarJr>14orcont~ 
,. 

~"- l!r. Dl otrlob 
C ON FI D ENTIAL 

P.erl•tore4 otorllng tranoacUono ot tbo reporting buko vore ao follo"o: 

Sol.cl to oocercial concern• 
Purcbaaed ~ro• eo8Eerelal eoacerne 

.£)6.000 
£28,000 

Open aarkot otorllng vao quoted at 4.0J-l/2. an4 there vert 00 r~rttd 
trus.aet- l ooa. ·r-

tho CAnadian 4ollar discount videned to 11-J/~ at tho close. ! te floal 
ouotatlon yeaterda¥ vao 11-1/~· 

Io Nav York, cloat4g ~uot&tlou• tor t be torelcn currenciea liated below 
were •• tollowe: 

Arcentlne peoo (tr ee) 
»ra•lllan mllrelo (tr ee) 
Col oabl&ll peoo 
Mexican peeo 
Urusu-:ra.o peoo (free ) 
Venezuelan bollTar 
Cubllll peoo 

.2)90 
.0515 
·577!> 
.2070 
.4975 
.2560 
1/Sfo dlocount 

Yo ool4 $7,500,000 ln gol d to t he !&Ilk of JaTa, "bl eb vat tdio4 to Ito 
earmarked aceoUDt . 

Tho J'edoral Reaeno II&Dk of J;n Torl< reported that the II&Dk of Cantda u4o 
two ob.ipaontt of rol4 totaling $4.6u,ooo troa Cantda to tho Jtdoral for a.cCOW>t 
ot the GoTtrnzeot ot Cantda, for oale to t ho ~ow York AtO&J Office. 

'it WOrt a4Tlot4 that the !o:obq C014 priCt On liOTellbtr 22 WOO equ!Taltnt tO 
05·46, or 25; b.1£1ler th&ll t he quotation of lfon abor 15. Sllnr ln Boabq wao 
priced at tho equiTtlont of 44.87;, ollghtly hlchor tbon tho loTember 15 prlco. 

In London, opot and forward oi lTer romslnod at 23-1/24, oquiTtlont to 42.67;. 

'l'bo 'l.'roaoury'o purchaoo price tor torolcn ollnr voo uncb&llced &t 35;. llandr 
&lid Karman'• oettloment price tor f or eign ollTtr vat aloo unch&llged at )4-3/4¢. 

Wo .ado no oilTer purcbaooa today. 

I 
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'l'bo ~o4oral 2ooorro B&ok'o report of lloTOabor 19, 11ot1D& 4opoo1to of b&ako 
ill Alia wttb tbo . ... York ocoacloo of .TIIJ>alllll bull:o , obcwo4 tbot I 'IICh dopotlto 
totaled $59,&3) ,000, .., 1acreaoo of $1bli,OOO o1DCO llo .... bor 12. Uoo reported 
wore oo1octo4 it•• troa tho otat-nt of tbo Yoll:obu& S~olo B&ok' o llov York 
Apll07. Tho olllf approoiablo cbaap bore vao a doou ... of about $1 ,900,000 1n 
tJ. 8. TroawrJ biUo, co•orcial -r. otc . bol4 b1 tbo Apno1 tor accoUilt of 
Yoll:obu& 1o 11 ... 4 Otfieo. Vo wro a4Yhod tbot thlo repruollte4 cancoiat1o11, under 
o~o1al 11oollol, ot l~rt b1llo co'tlrill• Jopa~~ooo aoroband1oo Yblch tailed to 
arrln. 

'l'hl report ot llo.,.,bor 19, HceiYOd froa tbo Podorol RnorTO 2anll: of !low York, 
C1Y111C torol~ oxcblaco pooltiollo of baall:o &114 baall:ora i ll ito diatrict, r e.,.&lod 
tbot t bo total pooltlo11 ot all countr1oo vao abort tbo oqui.-lollt ot $3,858,000, a 
4ocroaoo ot $518,000 111 tho obort pooltl on tillCI lloYoabor 12. ~at cbanpo v•ro ao 
follova: 

Short Poottton Short Pool \loll Cban;:e ill 
cOWltrz JOTn'ber 1£ JloYea'ber 1~ Short Poatt1o11° 

bclllld** • 21!5.000 (Loac) $ 992,000 (LOD&) - $747 ,000 
.Eur~ 2.577.000 2. 515 ,000 &2,000 
COIII4a 322,000 (LOJIC) 310,000 (Lone ) • 12,000 
Latin .t.aortoa 14o,ooo 185.000 • 45.000 

OJapu 115,000 161,000 .. 46,000 
Other Aola 2,201,000 2,3}1 , 000 .. 1}0,000 
All Otboro ~.ooo (Long) l 21 000 (Lone) .. 58.000 

Total $4,}76.000 $},858,000 - $518,000 

•Plu 11~ ( • ) 1n41catea lncreaae lu abort poe1\lon, or dacreaaa in long po1ltloo. 
KillUI 11~(-) l n41catea ~ereaae in abort poeltlon, or increaae lo lone poaltlon. 

••Coabillod poalt ioll 

() 

~ 

• 
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lereoaal ea4 Btoret. 

Dear .llr. Beeretar:r, 

I coloN 1Wre1n tor ;roiD' pereoaal 

ea4 eeoret 1nf'o..-uon a cop;r ot tbe leteet 

report reca1Te4 trom Lon4on on tbe ll1l1tar;r 

auuauon. 

Tba Hooourebla 

BaiU')' Mor...,tbeu, Jl'o , 

Un1te4 8tetae Traa•UI'T• 

Weeb1njftoo, J>. c. 

Bell••• •• 

Dear Mr. aacratar;r, 

Ver:r a1ncaral7 ;roura, 
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11!!1• Dul .. auaak • Ole...., 011 -. 2.JN 

- or po•l'lllr 'lto&lll a\\a01 .. a1re .. n .... -~ ~~owa. 
lleoOD4 a\\aek eaa Mde "' .. 'ltoa\a O!S a .. , ooaa\ 

{

I IOIIftl' alp\ eft 2~\a flit Y•-•• all Dll\oh eatp 

1,14 \ODe Will IDko IJhip l'lpOP\14 IOI'pe4M4 1'1PI' 

tUaek ftl Br1 Uab 4155 ••• U4 eaa loWell la\o y,...._~. 

Doll'lD~i N.ra' aUaak ""' »-'It•• -It aarlalalJ, -

pi'OM'It1r -.k ... aae ~.- .. ru1alr. 

•·•· atp •-· Peeal ... U4 •• llea\rorera 
aUaokM OOII'fOF WO ........ , ftUile 50000 \ODe .... 

2 Ma\PC91ra ... ._..,, eft ONII a\ 15~1111. Bo~ 

..., ... ,rore .. - .... 

••Ulab ab1p 1100 ,_ •' 11155/'22 ltl'bla lrlM 

.... ,,.rial ...... a\\aokell "' ,h ... J .. ke. aa•a w1\b 

'Ill.._ aa4 •• ~ .. .-.. AUaok uaaaoeaat'al uaep\ 

A1NN1'\ dJ'1 ,_ Off 'ltl 

pat'lreJ - proltaltlr deatrop4. 

oa 10\b o ... k art rsae Ola•oe \01714111 .l,OOO 

\oa ~p 011' OU41a. Al~- Mlp pi'MUlJ Mak 

ra.alt ... ar&ala. 

pll!tp. .... ~., .. MO!I!! Ba&or. ..,...., '" lteUna4 

, 0 ,..,. ...... 4 aolaea~a.,...oora (11 1111• _, ... ,, eft 

Jtlla oa xallala-lloeoow Rall•ar) • Oea\re, .. ,...., ,..,. 

..a allP\ ••-•• "'' ot hla •••rile Rlaallalt ••la" 

t\PDIII ... a1aa PlliltaAII• 
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---
_.., ...... 1 on ....... - ot a~ tuaa flit 

ao.•• Ul4 -u lblp ott ...... 11r.11• o1 a.~tUt/ll'ta 

~· .. , .... den at 22114 all4 4111k oa -.u. 
-••ur.J. •''-•a liT ond an l".v.s. 1D C QQ1- ol .._ ..... D1QON04 all'oran. po\rol ,, .... u.s.,. .... 

M1141Dp "' oe t'1ro a\ 8011.1aa • ......_ U4 a\\aOlto 

.-41 aa IIII'OIUIIIOO a\ Beraa Sir•• AD4 la .._ ..... 

J)IU>lac --.&o onr -.aoll .... our t1p\IN lbo\ .,_ 

U •~~~r al .. Nf'\ Ul4 dll•a-4 1.4. oar loa- 10 

. 
• 

f'lp\ora - ll~r. \ 
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RES'nUCTm 

~/2657~20; No. 55) K.I.D., if.D. U100 A.M., NoYelllber 26, 191.1 

SITUATIO~ REPORT 

I . Baa tern Theater . 

2!:2!!!!!!.• Fighting at Leningrad a.nd Til<hvin continues. 

The German advance on the flanlca ot the lloocow 
front ie gaining ground. Hee'V)' German presoure in the center. 

The lb.l.ssl.ana claia a conti.nuation or their counter­
attack in the area east ot Art...,vek. 

Air: German sourcea report that their air activity has 
been uceptional during the-'1aat !ew da¥•· Strong bombing and pur­
suit aquac:lrons are supporting land assault on lt>ecow particularly. 

II. Western Theater. 

Air: Last night the R.A . F. again attacked German-occupied 
positions 1n northern France. A elll&ll but powerful force o! planes 
attacked the docks at Brest and Cherbourg. 

German airmen were buoy last night over Englaal' s 
8Ut and ooutheaot coasts. The Nuio St.Y harbors and other objec­
tives were attacked. British raide over occupied France were said, 
to have cauoed the R.A.F. the lose or two bombers. 

III. llidc:lle Eaatern Theater. 

Or<>w>d: The German High Colllland reports hea'V)' fighting in 
Libya . Th~ Hi!J> Co:mand claiao conaidereble ouccesses. 

Sri tioh sources report that hea'V)' fighting which 
has apparently developed into intantry action continues in the Sidi 
Rezeah area. 

Air: In contradiction to the British c laim to complete 
air oontrolyeoterdq the Germano today claim continuous support of 
their land forces by their aviation. 

RESTRICTED 
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