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December 30, 1941 

Oscar Cox called up last night and said that he had 
talked to Judge Ji.mJD;y Byrnes i n the morning (that was where 
he was instead of coming to mf nine o' clock meeting yester­
day morning) , and he is entirely sold on a Minister of 
Supply and that I am t he only person who can do it . He 
had lunch with Jean Konnet, who had been a strong advocate 
of giving more power to the Armf and Navy, and at the end 
ot an hour yesterday Konnet was enthusiastic for a Kinister 
of Supply and for me to do it . 

Cox said that the thing which w~e so amazing to him 
was that i t took a full year to appreciate what I did prior 
to t he 15th of Karch. He has not as yet run into anybody 
who is not for me for the job. 
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December 90, 1941 

Osc&r Cox called up last night and said that be bad 
talked to Judge Jimmy Byrnes in the morning (that was uhere 
he was instead of coming to my nine o'clock meeting yester­
day morning), and he is entirely sold on a Yinister of 
Supply and that I am the only person who can do it. He 
had lunch with Jean Konnet, who had been a strong advocate 
of giving more power to the Army and Navy, and at the end 
of an hour yesterday Konnet was enthusiastic for a Kinieter 
of Supply and for me to do it . 

Cox said that the thing which w~s so amazing to him 
was that it took a full year to appreciate what I did prior 
t o the 15th of Karch. He has not as yet run into anybody 
who is not for me for the job. 

--
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December 30, 1941 

H.M. JR : Senator :ialter Geor~e called me i n answer 
to ~ telephone call of yesterda~ . he was very friendly . 
I told him the 11hole stor;r, how l had expected to hear 
from Senator :·lalsh t1'1o Fridays a~o before Cabinet, that 
he f i nall y called me and said he couldn ' t eive me an 
answer until he talked to 1~rtin Dies and Landis and 
his concuct of the Bridges trial, and I said i t seemed 
to me t hat it wasn ' t un · t o Senator Walsh to criti ci ze 
Landi s, who was sittin3 as a jud~e . It wasn ' t his 
per sonal opinion . Then he was to let me know l ast 
Tuesday, and he didn ' t and I said, "I may have done 
sometl ic:.: ver·y foolist, but I did it . " I said, "I 
1~e::t J'OU to kno\7 about it . Senator .ialsh told me that 
the Denocrats in i:assachusetts would be op;.osed to Landis, " 
and that I Ju:.d -;et ten in touch with l:S.:.-or 'iobin and ;.:r . 
Daur;hcrty , Co;r.ma.ncler of the American Le r;ion for !.:.assa­
chusetts, and John l.!cCormnc}: . TheJ' all ·.1ere for Landis , 
and they had all promised t o speak to ·:ialsh, as a r esult 
of whi ch .1alsh is very angry at me . I said I had been 
in touch wi th :Jenator Bar kley and that he said he did:t ' t 
know ;;hether the oosition of Undersecretary r.as subject 
to the uoual rules of the Senate or personal pr ivilege . 
~eorge su~-:;estea the!'e was some 9uest ion about it . 
Barkley talked to him, but he s:nd he was under the 
iJ:mression the last time that ne talked to ~lalsb , that 
::alsh 11as ·oinr- to q:o alon?; , and he 1'as surprised to 
hear that he wasn ' t . :;a I said , "'.'\ell, ·::a lter, 1 r1ould 
like to nut m;rself in your hands an!! Alben Bar kley ' s 
hands ana if you say I can !:O ahead, the two of you say 
I can ~o ahead, I will ,1$0 ahead, and if ''OU se.:: I should 
drop it , I r;ill :l.rop it, but I run <>oinr t o put IIIJSelf 
in your hands and in !lar kl ey ' s hands . " So he said, 
".:ell , I ;·Jill o;et in touch 7ritn !l•.rklet e.nd ",'alsh and 
call you back this n fternoon . " If B:~.r .. le;· :~.::C. (:-cor!';e 
se'~ to :~.e , "i:o ~o"--

;~s . KLO':'Z : ':"nen there i:; nothin" ;•ou can do . 
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HMJr: 

Robert 
Nathan: 

HMJr: 

N: 

f!MJr: 

N: 

Kl·!Jr: 

l r. .. 

-.--
December 30, 1941 
9:12 8.111. 

a 

!'111 sorry to have bothered you, but !'111 seeing the 
President this 111orning at ten-thlrty. 

Well , I'd better arrange to come over right away 
then. 

And I wondered it you bad that bomber thing. 

Yes . I'll come over rlsht away wtth lt. 

Well , if you get here by ten o'clock, lt would 
be tlme enough. 

Fine. All right, I'll be i n your ottlce by ten, 
alr. 

Thank you. 

All right. Good-bye. 
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PRESIDENT'S BUDGET 1lESSAGE 

Present: l.!r. Blough 
Yr. Haas 
Ur. Knollenberg 
!Jr . Bell 
J.!r . Paul 
!Jr. White 
Mr . Tarleau 
lJr . Sullivan 
1!rs. Klotz 

December 30, 1941 
9:15 a.m. 

H.U.JR: Mr . Bell has got some information as of 
last night which will throw some licht on the matter 
(Paul ) . :Vell, we have got a new slogan in the 7/all 
Street Journal, "'.'lin the Wa.r Taxes. " 

!JR. PAUL: And it is the iVall Street Journal, too. 

H.U. JR: I like it. I think it is a swell slogan, 
"Win the War Taxes.• 

Did ;rou see the headlines in this morning's Wash­
ington Herald on those few little remarks I made ;rester­
day? 

UR. PAUL: I read an account of it . 

H. M.JR: The point of Bell ' s story is that the 
President's victory program is not ready, so it is not 
going to be included in the budget . Your fifty-si x 
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billion--

KR. PAUL: Oh, I see what you mean. 
H.U. JR: It is a much lower figure . 
(Mr. Bell and Mr. Knollenberg entered the con-ference . ) . 

(The Secretary, Mrs. Klotz, and the reporter l•ft the conference temporarilf after a telephone call to the Secretary from Senator George.) 

5 

loiR. BEll.: On the 1943 budget the expenditures are estimated at forty-three billion five . That does not include the victory program which will go up within the next thirty days. This victory program, as I understand it will amount to somewhere around thirty million and they expect to spend out ot that victory program ar­proximately ten billion dollars in 1943, which wil make your expenditures tor that year, as far as they can see them now, around fifty-five bill ion dollars. Your receipts are estimated, exclusive of Social Security taxes, at sixteen billion four . That leaves you a deficit on the basis of the budget of twenty-nine bil­lion, and if you add the expenditures--
D . PAUL: That compares with the forty we had before. 

1m. BELL: That is right, but the forty included the victory program. If you add ten billion out of the victory program, it gives you around thirty-nine billion dollars. 

liR. PAUL: So we are not so very di fferent. 
loiR. BELL: Not so very different, no . 
lm. WHITE: Is that two billion RFC money that you spoke of? 

loiR. BEll.: No, one million in 1943 of RFC money 
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makes thirty billion dollars that we will have to 
borror1 in 1943 exclusive of the victory protiraJt. Adding 
the victory program,it ~ill be just forty b1llion 
dollars and that is exclusive of new taxes. 

H.!A.JR: Do it now once more for me, Dan. 

~. BELL: From the begi nning? 

H. M.JR: Yes. 

~. BELL: The 1942 budvet, expenditures are now 
estimated at troenty-nine biltion five hundred million. 
ReceiftS are eleven billion nine . It gives you a 
defic1t of seventeen billion six . The RFC is estimated 
at two billion. 

H.U. JR: lt'hich way? 

J.m. BELL: Expenditures. That gives you nineteen 
billion six that you have to bor1•ow in 1942. Your 
deficit to date i s running a little over seven billion, 
so you have still got to bor1•ow eleven or twel ve billion 
between now and the end of the year . 

ll.ll. JR: Oh, this is for the rest of the year? 

J.m. BSLL: '.7ell, this is the whole year. 7.'hat 
your deficit is up to date i s about - well, I would 
say eight billion, including RFC, so that you will 
have to borrow about another eleven billion in the next 
six months. 

H.M. JR: Well, when you and I went out on the end 
of a limb on eighteen billion exclusive of RFC which we 
didn 't have in mind, we weren't so far off. 

MR. BELL: Well, that was national defense . That 
was nineteen billion dollars in expenditures . 

H.JA. JR: No, deficit. 'Nell, anyway, we won't 
conf\1 se it nor.. 

1'. 
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UR. BELL: That is the '42 pi cture. Half of it 
is gone . The 1943 budget, total expenditures exclusive 
of t he victocy program, forty- five billion five hundred 
million. Receipts, sixteen billion four. 

H.M. JR: Just a cinute . This forty-five , five 
is expenditures, what? 

MR. BELL: Yes, sir. Receipts, excluding Social 
Security, sixteen billion four. That gives you a 
deficit of the twent y-nine billion one. The RFC net 
expenditures are about a billion, so that gives you 
total borrov~ng of about thirty bill ion dollars, thirty 
billion point one for 1943. 

t1olV, the victory program will go up l'li thin the 
next thirty days and there will be approximately thirty 
billion dollars , of which we 11ill spend ten in 1943 . 

H.lf.JR: '!fell , now, l et ' s just stop there a minute. 
You and I have crone through a lot of these budget things 
with the President . Didn 't he once leave out WPA and 
do i t l ater to nw.ke the pi ctu1•e look better? 

MR. BELL: Yes, and I think that is what is going to happen here. 

H.Lf. JR: But, Dan, just check ':!le. 

7 

UR. BELL: Yes, he did that on a number of occasions . 

H. li.. JR : Well, if he says to us, "~fuat is the 
picture? Do you want to go beyond that? Don 't you 
think it is up to the Budget Director?" we can say, 
"Of course, !Jr. President, :ve don't know what your 
victocy program is." 

(Hr. Haas entered the conference.) 

UR . BELL: Oh, I don' t think we need to di scuss 
any of these fi ::urcs . I think the President has had 
them before him and he knol'ls the victory program and 

/ 
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UR. BELL : That is the '42 picture. Half of it 
is gone . The 1943 budget, total expenditures exclusive 
of the victory program, forty-five billion five hundred 
million. Receipts, sixteen billion four. 

H.M. JR: Just a cinute. This forty- five , five is expenditures, what? 

J.!R. BELL: Yes , sir. Receipts, excluding Social 
Security , sixteen billion four . That gives you a 
deficit of the twenty-nine billion one. The RFC net 
expenditures are about a billion, so t hat ~ives you 
total borrov1ing of about thirty billion dollars, thirty 
billion point one for 1943. 

t:ol7, the victory program will go up within the 
next thirty days and there will be approximately thirty 
billion dollars , of which ~~e l'lill spend ten in 1943. 

H. H.JR: '!/ell, 
You and I have zone 
with the President . 
do i t l ater to mAke 

now, let ' s just stop there a minute . 
throueh a lot of these budget thines 

Didn ' t he once leave out WPA and 
the pi cture look better? 

MR. BELL: Yes, and I think that is what is going to happen here. 

H. ~t. JR: But, De.n, just check :ne. 

7 

UR. BELL: Yes, he did that on a number of occasions. 

H.li.. JR : Well, i£ he says to us, "What i s the 
picture? Do you want to go beyond that? Don 't you 
think it is up to the Budget Director?" IVe can say, 
"Of course , Mr. President, ;ve don 't know rthat your 
victory program is." 

(Hr. llaas entered the conference.) 

lLR. BELL: Oh, I don't think IVe need to discuss 
any of these fi~urcs . I think the President has had 
them before him and he knows the victory program and 
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knows it isn' t goine in the budget . 

H. M.JR: '?/ell, look, I just want to stop at 
this ~oint a minute if you don ' t mind. Have you put 
anyth1ng in f or new taxes? 

MR. BELL: No, sir, there is nothing i n there. 

H. M. JR: 'ilell , we 11ould start right there . I am 
going to do a little kiddin~ mysel f , too. I am going 
to take a leaf from Rooseve~t. The reason I am going 
to do it is this, gentlemen: If we stop at thirty 
billion dollars and then the President - and fix a 
tax progra..1 to t ake care of that, and then the Presi­
dent sends up twenty, thirty, or forty billion dollars 
on top of it, then we come along with another tax 
bill. 

MR. PAlJL: That is right. 

8 

H. 1{. JR: I mean, I am going to take a leaf out of -
I didn't know this . How could I knovt this? 

11m. PA\JL: In other words , our tax program i s based 
on these figures . 

Jl. t! . JR: All right? 

NR. IU!OllE?iBERG: All right . 

H. ll. JR: And that lets ~e kind of slide ar ound on 
your side. Then in February, when he comes along l'1i th 
twenty, thirty, or forty billion, well, my God, how 
should I know? That i s terrible . I need another ten 
billion taxes. The i dea is this, George and Harry, 
these gents , these extreme left wingests, t axers, you 
see , these lovers of great business, can give me a 
little two by four tax bill, see . It was so small it 
just shocked me. I had to go to bed . I couldn ' t 
take it . All t hey could possibly scrape up was another 
five billion dollars. 

l.!R. SULLIVAi:: No . 
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J.!R. PAUL: No, that isn't quite right. 

H.M.JR: Exclusive of--

9 

MR. SULUVAN: No, no , exclusive of Social Security, 
seven and a half. 

H.M. JR: lfow,wait a minute, you have got to do it 
all over again. Individual income taxes, one, O.K.; 
'estate, tl'zo hundred, O.K.; the corporate taxes, 
three. That is three--

!JR. PAUL: That is a range figure , two to three. 

H.M. JR: I am taking the highest to give you the 
benefit. Four billion two. The most on the whole 
thing Tills five hundred million. 

UR. PAUL: I think thnt is too small. 

MR. SULLIVAN: I think it is too big. 

MR. KNOLLENBERG: I think it is about right . 

H.M.JR: Well, addanother two hundred fifty million 
to split the difference . It is still not five billion. 

UR. SULUVAli: You have got Social Security of 
two billion there. 

H. 1{. JR: The statement I made was, exclusive of 
Social Security, it is a scant fi ve billion dollars. 

!.IR. SULLIVAN: That is right, and I say you take 
out your Social Security and you can get your two billion 
dollars in taxes . 

H. M. JR : And the two hundred million estate and 
gifts you don't get until a year or two af terward, so 
I said a scant f1ve billion. 

UR. PAUL: It might go bigger, though. I think 

/ 
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we can get up loopholes, but I can •t get the bora to 
go up on me. I ·think we might be able to gat that 
one bill ion top up, but I haven't had time to check 
it through a rate schedule. 

10 

H.ll.JR: Now, what I want, Dan, what this ia, you see, is a scant five billion. Now, with the thirt, 
billion dollars, you, as mr chief fiscal officer here, what is your reaction? · 

KR. PAUL: Before Dan speaks, can I uae mr adjective on that prograa? You called it scant. Yesterday I 
called it anemic. (Laughter) 

H.K.JR: All right. 

KR. BELL: Well, if you get - is this five billion dollars in 1943 or is it just an annual progr1111? 

KR. 9JU.IVAN: No, '43. 

MR. BELL: Five billion dollars in 1943? 

KR. SJI.LIVAN: At the annual rate of that . 

KR. BLOUGH: It won' t give you five in '43. 

MR. BELL: It will not? 

Jo!R . SIJLLIVAN: About two thirds of that. 

llR. PAUL: That will partly depend on what part of it we make withholding. 

KR. SULLIVAN: That would give you leas than forty­five percent of your program in taxes and if you add the 
victory program, it ia even going below forty. 

H.U. JR: Well, let's forget the victory program, because I am sayin&in the room, there is a victory 
program, and then we come along with another tax bill. 

KR. BELL: I t hink it i s enough if you are going 
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aft er another program, aft er t he victory pr ogram. 

MR. PAUL: I cal led Jack Viner l ast ni ght after 
I left you to ~et his views, and he was tent atively -
he said just h ke Dan says, "We will have to have 
another bill later in the year." 

lffi. BELL: Well, the basis of forty bill ion 
dollars, I don ' t think it is enough. 

H.M. JR: Forty billion? 

MR. BELL: Yes, but on the basis of this deficit, 
I would say it is enough. 

H.}[. JR: Well, let's just talk this deficit, 
because I take i t this is what is going to be referred 
to in the budget message, a deficit of t hirty bi llion. 
If we get another five, does that lower your def i cit 
to twenty- five? 

MR. BELL: I understand you won 't get five . 
~venty-nine bil l i on and take off five, and it woul d 
give you twenty-four billion dollars . That is sti ll 
a sizeable borrowing program, two billion dol lars a 
month. 

H. M. JR: Are you satisfied with that? 

Am. BELL: I would rather talk about the whole program. 

H.M.JR: But you can't, Dan. 

MR. BELL: I am not satisfied 11it h the f i ve billion dollar program. 

H.M. JR: But you can't . 

J.!R. BELL: For thi s picture that is fac i ng us. 

H. l!.JR: Look, lfe have got to do a little kidding 
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here and when the other thing goes up we will make a 
reservation. Vfuat do you call it before the court? 

MR. PAUL: An exception? 

H.Y.JR: An exception. 

YR. SULLIVAN: When is t his going up, sir? 

H.M. JR: Well, if you had asked me yesterday 

~, --

afternoon, as a betting man you could have collected 
a lot of money from me, because I would have given you 
odds of three to one it was in the message. I am 
simply astonished it isn' t , and I think the country 
is going to be . \VJ,at is t he use of everybody fooling 
around? If t he President of the United States doesn ' t 
know what his victory progrG is - that thing - I will 
tell you what ~he date was . I was told by Stimson. 
He had orders to have it ready either September 8 or 
September ll, with the orders that he had from the 
President . Either September 8 or September 11 of this 
year. 

MR. BELL: It was published a month ago. 

H.M. JR: September 8 or September 11. 

J.IR. SULUVAN: Do you think it will be going up 
there before the first of February? 

MR. BELL: Yes , I do. 

H.Al. JR: Your guess now is as good as anybody ' s, 
John. 

MR. SJLLIV Ml: I don't think it would be wise for 
us to come in and get caught ten days later with this 
other thing. 

H.lt.JR: Well, it might not be wise, but it might 
be necessary. 

MR. BELL: Well, I don't know--

.. 
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J.!R SULLIVAN: I think we ought to take evecy step to avoid that , air . 

J.!R . WHITE: Though you may technically go on this basis , I think Congress and the public have a right 
t o expect thnt you are not wholly blind as to what is in the wind. Therefore, with r espect to what you say, you must know there is a very large program coming. You don't know what it is going to be , but you know it is going t o be large . So it is all right if you like to come forth with this kind of a program pro­viding your exception is clearly stated t hat this pro­gram is based upon present deficit expenditures, that if there is going to be any--

H.U. JR: Don' t counsel, Harry. I can't take it today. 

UR. BELL: I am not so sure, Ur . Secretary, that the program is not yet going in the Budget, but last night they thought that it could not be gotten ready, 
but I should think that the President would say some­thing in his J:lessage about a supplemental coming along for victory. 

H.U. JR: This makes us look awfully foolish. Don't use vi ctory over there . He hate s it. The victory pro­gram is how much? 

MR. BELL: Thirty-three million dollars that has been submitted. 

H.M.JR: Let ' s say thi rty billion just for argu­ment . Then we come along and say after the thirtieth we want another five billion in taxes. 

KR. BELL: Well, l et ' s put it this way, Kr. Secretary. This budget shows an increase of sixteen 
billion dollars over the '42 and you are askin~ for five billion dollars in t axes to cover that ad~i tional expenditure which is only one third . Now, if the victory program is going to add to your budget only 

that 
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ten billion dollars for ''3, I don't think you can aak 
for halt of that inorease . 

H.K.JR: But that is your estimate, Dan, ot what 
they are going to spend. 

KR. BELL: Well, that is the budget estimate, it 
isn' t mine . Now, on that basis, I don' t think the 
five billion is enough. 

KR. PAUL: Of course, where we are going to be 
dr iven beyond the five billion, we ~ as well realis­
tioallf recognize . There are onq two places. One 
is sales taxation and the other is a terrific wallop 
on the low ino0111e groups . 

JIR. KNOLLENBERG: I don't think that is wholq 
accurate, Randolph, because- -

KR. PAUL: I don't see where elae--

MR. KNOLLENBERG: We could very much more wallop 
the corporations than we are proposing to do. 

KR. PAUL: Thre billion? 

KR. ICNOLLENBERG: We can. I mean, the money is 
there . There ~ be reasons of policr WhT Congress 
won' t do it, but--

KR. P!UL: I would like to get all we can. It we 
can wallop them, let ' s do it now. 

J.IR. KNOLLENBERG: If we adopt the En~lish system, 
we obviously oould get at least another blllion. 

H.K.JR: And also on the individuals. 

l!R. KNOIJ.ENBERG: And also the individuals and 
our own brackets . There are a tremendous amount of 
funds indicated by the British taxee. SomehOw they 
are collecting them there . There are those two responsibilities . 
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~. PAUL: Of course if we did what the papers said this morning, which might be a good thing--

H.Il.JR: Vlhat is that? 

MR. PAUL: Put a ceiling of twent,y thousand on all--

llR. KNOWNBERG: The British didn't do that. 

H.M.JR: I don't think we are ready for that yet . 
MR. BELL: That is what Walsh suggested the other day, twenty or twenty-five thousand dollars would be the top income and everythi.ng else would be taken. 

H.U.JR: Harry, where are you on this question of the amount of taxes necessary? 

' '-• -~iL • 

llR. WHITE: Well, I think that this five billion is all right as you stated it with the thirty, because I don't think that the public are psychologically ready for trimming where it is really going to hurt. This five billion won't really hurt. What will really 
hurt is when you begin trimminf the fat on the middle and larincome brackets and on he corporations by trying to squeeze an extra three or four billion out, and anything of that character must be set into a psychological setting which can be built up only by 
recognition of the ma~itude of t he victory program, so that I think that 1f the victory program is going to come out before your tax plan, then you can' t go much forward. If i t is not, then you can get it ready because you know what is happening, but I think the publicity has to know what 1s in the offing in the way of expenditure. 

llR. HAAS: I would say this: If you are not going to have more than five, I wouldn' t mention it in the budget. I am inclined to agree with Harry that until the vi ctory program dimensions are out, you can't really fix the amount of t axes necessary . Another 
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t hing, fro~ the point of view of i nflation, I am 
beginning to feel that t he most important weapon we 
are going to have is rationing anyway, that you can't 
levy taxes in adequate volume,and,if you di d,it would 
be very inequitabl e and disturb our whol e eoono~ic structure too radically. · 

MR. BELL : There is this possibility, of showing it i n the Budget . 

H. U. JR: Can you hol d your thought a minute? 

MR. BELL: Yes. 

H.L!. JR: Because I have got the answer. Can you hold yours a minute? 

JJR. BELL: Yes . 

H.M. JR: If the President in the budget message 
says there is going to be a victory program coming, 
then in the same sentence he should say, "If there is, 
IVe will also, of course, have to have addit i onal taxes." 
If he says nothing about the victory program, then I am 
not going to ask him to say anything about taxes. 

l!R. SULUVAli: You ~ean about amount? 

H.J.l. JR: lio. If the President of t he United states 
says, "Now, I am just telling Congress that within a 
month or two I am goin$ to send up a victory program, • 
and of course acco~pan1ed with it will be a request for 
additional taxes, but i f he says nothing, then I shouldn't 
ask hi~ to say anything. 

MR. SUU.IVAN: :Tell, when you say addit ional, you 
mean beyond that that i s already contemplated to be 
started on January 15? 

H.1~JR: Oh, yes, sure . If what we do here is 
this - the way you people feel - i f he says to me 
t his morning, ~Vell , r.hat is your figure, Henry, stop 
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sparring, what is your figure?" 

"l'lell, my figure is five billion dolla.rs net, 
exclusive of Social Security, Mr. President, on the 
present program. " 

17 

MR. SULLIVAN: Does that contemplate an additional two billion in Social Security? 

H.M.JR: Sure. 

MR. &JlLIVAl! : All right. 

UR. BELL: Now, supposing he asks you what is it, 
including the victory program? 

H. M. JR: Well, then--

MR. PAUL: What is the victory program? 

H.M. JR: Yes . 

MR. BELL: He says the victory program contem­
plates ten billion dollars of ad~itional expenditures 
for '43. 

H.U.JR: On that, Dan, I think I would sey, "Well, 
Mr. President, I haven't had those figures. Give me 
twenty-four hours and I will give you an answer. I 
haven't had them. I need twenty- four hours." 

L!R. PAUL: Well, we may as well al>proach this 
around the other end now if you are go1ng to have that 
additional program. If you think you need a certain 
amount in relation to your borrowing program, then we 
have to get it. 

f!. ~!.JR : Well, I would want to st all twenty-four 
hours to come back, but I am being politic, and I am 
going on the assumption that this is the line he is 
going to take from what Dan found out last ni~ht, and 
then if he wants to temporarily withhold the 1nformation 
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from the public, rre can do the same , that is all . 

MR. SULLIVAn: I think if t his victory program is 
coing into effect, and ;rou are forced with the necessity 
of raising a larger part out of taxes, you have to 
rexamine your position on Social Security, because 
every dime you get out of that cuts down your possible 
take on taxes . 

H.Jl. JR: You started to say soocthin!h Dan. 

!JR. BELl.: :;ell, the:r often have done this . As 
a matter of fact , they have had an item in the budget 
every year called supplemental ite~s , and those supple­
mental ite:ns have been expl ained in a general Yla"· . It 
just says, "These are additionel expenditures tha t 1Ve 
contempl ate durin~ the year will be ~Ade out of supple­
ment al appropriations submitted." Now, they uay put 
in the budzet a ten billion dollar expenditure i teu 
on the supplementals and then just say i n the budget 
messa '"e that t his represent s the expenditures out Clf 
the victory program which will be submit t ed later, so 
tha t your expenditure item woul:l be in the bud~et but 
no detail of t he victo~l pror,r am. They could ao that . 
Then you woul d be f aced rli th the necessity of putting 
your taxes on the basis of fifty- five billion expendi­
tures . 

:.!R. ;'l'riiTE: There is another possible alternative . 
I ITOnder whether it has any merit . Supposing you take 
the position 1'1i.th the President that you know and he 
knows there 11ill be lar~;e expenditures, and your tax 
!lroyrrun Ifi ll fit the picture as soon a s he gives it 
to you . It is only a question of a few weeks or a 
month ' s delay, and say , "As soon as you tell me '.7hat 
you are s:oing to spend, we will eive "OU a tax pror,rrun." 
Then t hey would co1ne out simultaneously to t he p1tblic . 

H. J.:.JR: He r;on ' t do that . The Pr esident wants 
a balanced fic;ure . The shock to the public - if t hey 
cot a gross figure of forty- five bi llion and receipts 
of sixteen, deficit of twenty- nine and no tax program, 
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it would be terrific. He should give it attention. He 
should have had his victory program readr. I can't 
understand why he hasn't . It is going to be a shock. 
One shock won't hurt them half as much as two will . I 
mean, if they give them all the information at one time . 

MR. SULLIVAN: I think that is right, Mr. Secre­
tar;y, and I think r.e will be put in a very unfortunate 
pos1 tion if we have t o go in twice. \'le Ifill appear to 
be stupid. We will appear to be completely out of 
touch with what is going on around the toi!Il, and I 
would much prefer even to wait a week or t wo to do it at once . 

H.M. JR: But you can't do i t. He will want to put a figure in. 

MR. SULLIVAN: tlo, I am talking about when we go 
up. If on January 15 they are not ready, I think it 
would be very much better--

H. I.f. JR : That is somethine else , but certainly 
I am not goino t o go over and say to the President, 
't understand from so-and-so who has told me that so­
and- so said that you are thinking of a victory program 
of thirty billion dollars additional . Therefore, I 
want ten billion taxes to finance it." You don't know. 
llis victory program may be fifty billion by the time 
Churchill gets back . 

MR. BELL: It probably will be by t he time June 
30 rolls around. 

l{R. PAUL: If we lose 1~ila? 

JAR . BELL : Yes. 

H.M. JR: I mean, Churchill and Beaverbrook are 
going to stay here, ~ guess is , until they get a decent victory program. 

MR. IVHITE: The7 have already fallen d01m on this 
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deficit for this fiscal year. They will never reac~ 
that deficit. In order to reach that deficit we just 
figured out they would have to reaoh a rate of monthly 
expenditure by Yay of three and three-quarters billion 
dollars.. In other words , they will han to more than 
double the monthly rate of expenditures i n four months, 
because they haven't even reached ·two yet. That means 
that there will be even a greater deficit in subsequent 
years or the production program is going to be very 
much less than anyboccy hopes for . 

MR. HAAS: The British are financlng about fortr 
percent ln revenue, and they have got their prices 
stabilized now. 

MR. WHITE: From the polnt of view of prices, of 
course, the Social Security tax is equal to a tax. 
From the point of view of financing, the United States 
can appropriately finance a much smaller part of its 
war expenditures than aey other country - can stand a 
much smaller proportion. 

(The Secretary held a telephone conversatio~ with 
J.h'. Charles Shaeffer as follows:) ~~c ~..._ 

rvf;-•·.7 t?. /""tl• 

.. 
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Deoeaber JO, 1941 
9:55 •••. 

Shaeffer: Hello. Shaetter. 

HMJr: 

S: 

HMJr: 

S: 

HMJr : 

S: 

HMJr : 

S: 

HMJr : 

S: 

HHJr: 

S: 

HY.Jr: 

S: 

lll·!Jr: 

S: 

W,1.1r: 

Shaeffer, this ie t he Secretary speaking. 

Yes. 

Have y~u got a pencil? 

Yea, sir. 

I want to aek you to do aometh.1ng t or me, then 
tell me whether you ' re equipped t o do it promptly. 

lee , air. 

I'd like to know >~he t OPM, the Bureau ot the 
Budget, and the Treasury have eaid at any time 
s ince the first ot January, publicly, on vh8t 
the deficit would be t or this year. 

Yes , sir. 

Hello. 

Yes, air. 

Tha t ' s number one . 

Yea, sir. 

Or anybodY - well, I mean, Jus t l ook through. 
It'e Just the Treasury, OPM, ond the Bureau ot 
the Budget. 

Yea, sir. 

And then also, please go bock to July first, ' 40, 
and see what l·lr. Knudsen has said that he would 
do about" the so-called "500 bomber per month" 
program. 

Yea, air. 

I mean on performance - what publ i c statements he 'a 
made about perfor mance and delivery a nd so f orth. 
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HMJr: 

S: 

HMJr: 

S: 

HJ.!Jr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

KMJr: 

S: 

HV.Jr: 

S: 
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Yea. 

Now, are you equipped to do that? 

Yes, sir. 

You are? 

Yes, sir. 

And do you need any help? 

I believe unfem1lia r people would be a hindrance 
rather than a help, Kr. Seoretary. 

Miss Diamond, of t he Library, might hel~ you. 

Yea, sir. 

Our Miss Diamond. 

Uh huh. Yes. All right, air. 

I'd l i ke it by tomorrow if possible. 

I 'll do my best, s ir. 

Thank you. 

Right. 
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H.ll. JR: I think we are all right . We have had a 
conference with the Director of the Budget . We are in 
complete accord with him. 

MR. PAUL: OUr program linea up-­

MR. BLOUGH: H~ suggests ten. 

H. U. JR: Is that what he suggests? 

llR. BLOOGH: Eight, really. Eight plus Social 
Security. 

lffi. PAUL: I have got hia way, Yr. Secretary. 

H. M. JR: Here I wrote to the President on December 
24, and I have asked Harold Smith to go over this 
draft with me , and I am sure that he and I can get 
together . Then I sent a letter to Harold Smith, and 
we haven' t heard from Harold Smith. He has been up in 
New York. 

MR. PAUL: There is hie against ours, and you see-­

H. ll. JR: He is just up in New York. 

MR. PAUL: And the differenoe is, he isn't quite 
aa hard on corporations. He is a little higher on the 
individuals, but his real difference is this value 
added tu. 

H. ll.JR: If I take this, where does that leave you? 

MR. PAUL: That is all right. 

H.M.JR: Well, did he have the victory program in 
mind when he talked about ten? 

MR. PAUL: That I don't know. It is not entirely 
clear to me, I must be honest enough to confess, just 
what the term means. 

KR. i~ITE : It is a program that is supposed to bring 
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us victory, a program of expanded production. 

MR. PAUL: Beyond an,ything contemplated? 

MR. WHITE: Beyond anything--

24. 

H.M. JR: From now on, as far as taxes, I am taking 
Dzy' slo~an from the Wall Street Journal, "Win the War 
Taxes . It is good enoul£h .for me . tlo, John, this 
isn't the easiest thing ror you to conduct in the 
front line trenches of the Hill, but--

l!R. SULLIVAN: 'ilhat isn't? 

H.M. JR: To do it the way I am suggesting. 

MR. SULLIVAN: Two bites? 

H. M.JR: Yes . But I am ready for one bi~,and I 
would like to do it in one bite, but I can' t do it 
in one bite if the President is going to take two. 

1ffi. SULLIVAN: Frankly, Mr. Secretary, I am think­
i ng more of the country than the Hill. I mean, they, 
too, have gotten letters out of the blue sky up there , 
and they can understand the position we are in, but 
the country never will. 

UR. BLOUGH: Is it goine to be at all embarrassing-­

H. Y.JR: Sunposing I went over there and was silly 
enougb to pound the desk and say to the President, "You 
have got to make up your mind what your victory program 
is today"? 

do. 
MR. SUUIVAJI: I will beat you to the door if you 

H.U.JR: He would either laugh or get angryi so 
I am trying to deal with realities, so fortunat e y 
Dan ' s people over in the Budget there can tell him 
what is going on so that he kne1r last night. otherwise 
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I would have gone in there , and we would have tortured 
ourselves for the last forty-five minutes where would we get the additional taxes. 

!.IR. BELL: I thif!.)c this rrogram will be eli scussed at this conference . I think 1t will come out before we are. through. 

H.M. JR: I understand that the President was supposed to have l eft the whole morning open for this . 

MR. \lHITE: Ur • . Secretary, I know you will like 
that slogan, but do you really think that taxes can 
win the war? 

L!R. SULUVAN: I think Harry has got something 
there and in this exerpt for the budget message, t hat 
the American peot>le are prepared to produce what is 
needed, whether 1t is guns or money, that "or" ought 
to be "and." 

H. M. JR: Do you prefer an all out tax program? 

l.IR. WHITE: That is better because you can win 
the war with expendit ures . You can't win the war 
with taxes. You can ruin t he war and help lose it 
with taxes. You might help win it. I mean, you are 
putting the emphasis on the very thing that you haven't 
been placing it on all this time, which is production expenditure. 

H.U.JR: I didn' t write it . That is the Wall 
Street Journal. 

MR. WHITE: That is probably why it is no good. 

H.~JR: Our appointment is ten forty- five . 

Well, I think we are all right, don't you? 

Am. BEU: Yes . 

H.M.JR: Do you think, Dan, that I should call up 
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Harold Smith and say, "I haven't heard from you. Where 
are we? VIe are woing to argue this all out in front 
of the President ? or should I just sit? ~ letter 
was very explicit. 

MR. BELL: I wouldn't be inclined to call him up, I don ' t think. 

H.M. JR: That is my inclination. 

MR. PAUL : I have been over the whole budget draft 
with those people, and I know just where the disagree­
ment is . It is only at one point. 

H.M. JR: And that point is--

~. PAUL: It is the value added tax . 

H.U. JR: Vfuat i s a value added tax? 

l.IR. PAUL: I don' t know. Roy can tell you. 

MR. SULLIVAH: It is a type of sales tax . 

H. IJ.JR: Roy, can you tell me? 

L~ . BELL : Sugar coated, is i t ? 

MR. BLOUGH: It is a type of sale s tax in which 
you put the tax, instead of put ting it on one sale at 
the final sale of the goods, you out it in pieces on 
different producer s, each producer paying on the amount 
he adds to the product. The fellow who starts with 
the ten dollar raw material--

H.M. JR: Gi ve me an example. Start with a pair 
of socks . 

!.!R. BLOU:TH: To start with a pair of socks, the 
fellow who produces the yarn may pay a dollar for his 
raw material and sell hi s product for two dollars . He 
will have added a dollar of value to it, and the fellow -
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I will give you the simple first and then add a few complications. The fellow takes the yarn at two dollars and he sells it at three fifty after he has died it or knitted it. He has added a dollar and a half of value . So as you go along each person buys the raw material furni shed him by the previous fellow, and he sells it at a higher price, and the difference is the value added by him. 

Now, in this particular proposal, in order to offset the effects of the Social Securitr payroll tax, those are deducted. They propose an eight percent tax on this value added. 

H.Y. JR: Starting where? 

MR. BLOUGH: Starting at the first dollar . 

H.JJ.JR: And every time you add a dollar or what-ever it is, you pay eight percent ? 

MR. BLOUGH : That is right. If a fellow buys i t at a hundred dollars and sells it at a hundred and fifty dollars, he pays four dollars in tax, eight percent of the difference between a hundred and a hundred and fifty, except that he can deduct hi s ' Social Security payroll taxes from it. 

WR. KNOLLENBERG: From the tax or from the amount of added value? 

WR. BLOUGH: From the added value . 
UR. PAUL: I have got a letter f rom OPA in which they are practically blue i n the face in opposition to this, saying it will be very inflationary and will raise the cost of living seven percent. 

MR. SULLIVAN: It is the worst kind of a sales tax you could have. 

H.Y. JR: Didn' t I send you in a letter from the 
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Vice President and an answer when I sent him thi s last program? 

lm. PAUL: I sent in an answer, drafted it. 
H.J.(. JR: But I wonder whether we could quote him? 
MR. PAUL : Well , I returned the letter to you. 

H.M. JR : Then it is here . But I mean, you keep using that as a Bible. 

UR . VniiTE : If it is from the Vice President, it should be the Koran. 

it? 
H.M.JR: That isn't what the7 use up in Tibet , is 

MR. WHITE : Not in Tibet, no. 

H. ~r. JR: I just wondered - here is a suggestion. 
"!.li ght it also be possible to work out a scheme whereby 
half the amount by which the net income of 1942 exceeds 
the net income of '41 would have to be invested in com­
pulsorr savings which could not be drawn up - • well, 
that isn't very different f r om what we had f rom Barnar d. 

O.K., gents, if you come baok here at ten-thirty, 
Mr. Bell and l.!r . Sullivan and 1Jr . Paul, we 11ill go over. 
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Secretary Morgenthau 

Charlds Shaeff~r 

29 

December 30, 1941. 

'!he enclosed is what w~ have bedn able to assemble 

on definite subjects attributed to various persons and agoncids , 

n.e cooplet~ da•a is bei~~ held for your convenience. 
• 
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~hY OPHCIALS Oil DE.l'ICIT 

January 29 1 1941 

Secretary bJorgenthau 1 on suvural occasions 1 to 1d the 

House Ways and r • .,aM Commi t toe , than discussing t he Public 

Debt Act of 1941, that the combined dufici ts I' or th.a tiscal 

yuars 1941 and 1942 wo ld be $15 billion. 

February 12 , 1941 

Secretar y J •• orgenthau t old th,. subcommi ttce of the Senate 

Financ e Coc::Tli ttee, 1;hen considering the Public Debt Act ot 

l S41, that estimated expenditure programs then would r .. sult 

in combined deficits of ~15 1 400, 000, 000 !'or the tis cal y.,ars 

1941 ana 15142 . 

April 1'/ , 19 41 (At a press con!uro~nce) 

Socr .,tal·y h.ors.,nthau sLated hs would ha ve to borrow 

, b , }OO, uoo , uoo in t he next fiscal year . 

April 24 I 1941 

Secr.,tary ;.,org .. n-cl•au told the House ;.ays and t:cans Com­

mittee, then considering th" ~~~v"nu" h~vision oi 1941 , that , 

assuming ~n . ~001 000, 000 of nuw t a xes w .. re raised, the defici t 

f or the tiscal year lS42 would s-c1ll be "approximat:.,ly" 

e 6 ,300, 000, oOO. " This staio~rnont was rl)peat~;~d several tlm .. s 

during the hearing . Later on i n Lhe h .. aring , 1-ssistant Secrutary 

Sullivan rept~at .. d this statolm;mt sev.,ral tim"s . 
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May 7 , 1941 

Under Secr eta1-y Bell t old the llational As sociation of 

t:utual Savinus Banks a t Philadelphi a that , e ven wi th additional 

Laxus of ~3 , 500 , 000 , 000 , " We will still have a defi ci t of 

,,., I 200 I QOQ 1 000 • II 

October 23, 1941 

Assistant Secr etary Sulli van , addr.;ssing the Associated 

Indus trlas of ! assacbusetts in Boston , cited esticates lndica­

ting a defici~ of ~12 , 5b3 , 000 , 000 for t he f i scal year 1942. 
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BUDGET BUREAU ON DEPICIT 

Budget t.lessase of January 8 

31 

The President estimatud that the net defici t for the new 

f iscal year would be ~9 ,210 , 000 , 000 , and that for the current 

1iscal year , ending June 30, 1941 , i t was es timated at 

$6,200, 000,000. These deficits we1·., for., seen despi 1:e t he 

prospect that Treasury income for the next fiscal yaer probably 

will e xceed any figure on record . 

First Revision - May 31, 1941 

A $3 , 557 , 000, 000 increase in the ~ation •s budgetary deficit 

was pr edicted by Director Smith abovd thd Jenuary es t imate of 

,'P9 , 210, ooo, ooo, bringing tht. total to $12,"i67, 000, ooo. Thi s 

increase , he sai d , was the lik .. ly roo~sult of t ile s tepping up 

o r the de1.mse pr ogram sincu t h& r.,gular annual estimatu >~as 

made . 

'l11e '.otal of a~propria tions , a uthoriza tions and re commenda­

tions for defense a 100unted to ~26, 500 ,000 ,000 as of JatAlsry }rd , 

he said. Since that time , a lend- lease a .propriation of 

$7 , OOC, ()CO, 000 has b.,.,n added, and the prosram for t:.e production 

of planus , ships and otb .. r vi tal de.!'ens" n.at .. rials gr .,atly ex­

panded . The defense program (appropriations, a ut horiza t i ons and 

rucomr.1endations) as of this date is " 43, 000, 000, 000, or 

$14 , 500, 000 , 000 greater than t h e amount on which t he January 

ustimat .. s were based. 
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S~cond Revision - October 4 . 1941 

With defense expenditures tor the current fiscal year 

expected to reach $18 ,000, 000, 000, Director Smith forecast a 

1942 ¥ederal outlay of 1P24,68l, OOO, OOO, or ~7,000 , 000 ,000 mora 

~han t ho figur es submitted to Consress in January. 

As the result of these revised estimates, the gross deficit, 

incl udins debt-retire~ent chars~s , for t he 1942 f iscal year woe 

es timat ed at $12,683,000, 000, compared with a deficit of 

~5 , 167 , 000 , 00C f or t he f i s cal period ended June 30, 1941. 
• 
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OPJ.I Oli DEFICIT 

December ~. 1941. 

I am unable to find any published data concerning tho 

public dafici t attribu ted to Ol'tl . However, I a m in poss­

ession of an office memorandum pr~pared by Barrow Lyons , 

a ro:search statistician of that ag.,ncy , dated June 7 , 1941, 

a ddressed to Bob Horton, Public H .. lat ions Director, on the 

subject of "Govenment Pinancing through 1942. " 

I a:ro, of cou rse, unable to judge t he propriety of this 

Mcoorandum, but it takes sl-.arp variance with Treasury fi&~l ~s . 

The loAd of t his memor andum is quoted bel ow: 

• 

"A preliminary estimate of the Peder al defioi t 
for t htl fiscal year 1942 , if the defense effort were \ 
to take full a dvantage of the fUnds Congress has 
pro vided , places the amount very close to $22 , 500, 000, 000 . 
A preliminary estimate for th., calendar ybar 1942 
plac.,s the deficit for the yeAl at close to $ 29 , }00 , 000, 000. 
~1e estimates do not allow f or any marked change in 
pricus of defense mate1·ials, and do include an esti-
mate of greatly incr easod taxation . It is likely that 
tho deficit would be considerably gr~ater than these 
estimates, if ini' la.ton were to take plac~ , "or if the 
estimated taxes could not be raised . 

"No estimates appros chin{l these msgni tudes have 
come to my attention nor have I seen any proposals 
to raise such huge amounts by th .. sale of Governn.,.nt 
securiti&s . " 

Regraded Unclassified



K!IUDSEII 011' BOJil!ER PROD'OOTION 

September 11, 1940 

34 

!llr. Knudsen announced that airplanes would reach a peak 

production of 3,000 planes per month in July, 1942 . At the 

times of these remarks, Mr. Knudsen said thet of planes destined 

for American service 60% were combat planes , including bombers. 

A!ay 21, 1941 (At a press conference) 

Mr. Knudsen reported that new contracts would be signed 

with Ford Motor Company and several airplane firms to step up 

the output of 4-motor bombers from 100 to 500 a month. In 

eddition, Mr. Knudsen declared at the same conference t he output 

of twin-engine bombers , then approximately 200 a month, would 

also be increased oonsiderably , but he gave no figures to 

indicate how groat this new program would be . 

The new plan of 500 heavy bombers a month would include 

planes to be ass~mbled at Government-built plants at TUlsa, 

Oklahoma and Port ';/orth, Texas, which are expected to be in 

production by early f all of 1942. 

September 22, 1941 (In Chicago before businessmen and oiVio 

leaders at the Union Laa6'Ue Club, ) 

Mr. Knudsen said there are now 79 , 000 planes of all types 

on order. In December, 1940, they were being turned out at the 

rate of 500 a month, he said. At that time he estimated pro­

duction in December, 1941, would be 1 , 800 a month, and by the 

middle of 1942 the rate would be } ,000 a month -- 36 ,000 a year 

and nearing President Roosevelt's goal of 50,000 planes a year. 
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December 11, 1941 (At a press conference) 

Mr. Knudsen urged a product,ion goal of 1,000 4- engine 

bombers per month as en essential point in t he Victory program, 

He withheld, as essential military information, any estimate 

as to when this goal might be reached, 
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How ar e you? 

I 'm fine , t~enk you, sir. 

December 30, 1941 
10 :}6 a . m. 

36 

Look, before I go out on t he end of a l i mb , I 
woneer ed if the statement t hat I ' m going t o make, 
if you ' d c~ re t o t ell me whe t her i t ' s correot, 
you see. · 

Yes , s i r. 

I have ~ome eta t1Pttce which wer e furni shed ~e 
b;,' OPM; and !or !!ay 5, 1941 , they call i t the 
~ - ;;;. Pr ogr am, down through to date, there ' e no 
cher.ge 1n their fore cast on t he four- engi ne 
bomber . 

!'"r om !~ay 5 t o da t e? 

Yes. 

No , I don ' t think t hat' e oorrec t . 

'.I ell. .... 

Do t hey mean the torecaet ot oroduction or ..... 

Well , thi s shows on lo:ay 5, under t'"Je g - E • .... 

. .. . . 1 t eho,;s that you go uo t o 500 - ;1::>u reach 
the =oo in J'..tne , •tt; . 
Ye s . 

And on Oc tober 27, 0111 , 1 t shows you rea~h 502. 

Yes . 

'1'\·10 more , i n l·!ay - 1n JunP, •4 -.. 

Yes. l·<rll, I ~"1nk t hat ' s i ncorrect . 

I t ' a i ncorrec t . 

Regraded Unclassified



L: 

L: 

L: 

"'!.Jr: 

L: 

:-n:Jr: 
L : 

HI!Jr: 

L: 

~·Jr: 

L: 

H'.'Jr: 

l : 

L: 

3? 
- 2 -

Yes , because the sights have been raised, ot 
course, f r om the 500 ceiling t o dou~l e that •...• 

Yeah • 

. •. .. and we e re getting- t or exampl e, ln 1942-
let ' s take Boeing, t or exampl e- they promised us 
115 i n Januar y - pr omised ua 35 in December, and 
~<e ' r e fe ttlne fifty something - and 45 in January , 
and we re gP.ttlng 75. 

Well , my ••• •• 

So that we will ge t mor e - we wi l l ge t the 500 a 
a;onth rate earlier than the t 1ret or J ul y, ''•2 -
1 4), I oean. 

Well , hot: n;uch ea rlier? 

•:ell , it's pret ty hard to eay: but I ehoul d think 
it would be a matte r ot sev~rsl months. 

Sevo.rlll months. 

Yes. 

Well , t ha t ' s - all I ' ve got i s 
thing ~<hi ch OPM turni shed me. 
ls their g_ G., '<!'lich 1 s dated 

Yes . 

I have nothi ng other thPn that. 

this - I have the 
Th~ last one I go t 
Oc t obPr 27 . 

Well , we don't use thoqe, !!r. Secre terqo. ::e have 
the !!o terlel Dtv1e1on estimates , wn1ch 1e scheduled 
l nto the critical i tems . .... 

I< ell . ..• . 

• .... tha t show production r elat ed to shortages . 

lieU , let me ask you t hl ll . I ' m no t talking about 
whe ther it ' s t wo months earlier or three monthe 
earlier. Have ther~ been any cont racts let o ther 
then th~se? 

Any contr acts ..... 
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i·h"t other - tor f l)ur-cn0 l.r.t! bomb!!rs o t i:E'r t hPn 
whG t I ~ve t r orn C?J... 

~o , t he fourth eup,>l~rJen tel includes cont r a ct< 
t o r a i se i t to n thoue&nd a month. 

But tboee hllven 't been let . 

T~oee ~ev~ not bee~ lot . 

'·•ell , then ... _. 

'f'Cpy hrv~ no t been let - l n fact , the;; :-.&va -:n 
:.'P t been I)? ,roved o.' t!'le Bt.treou .,, t!-.c ?IJCeet . 
7hey ' ve b~en t~ere slnnl! the 2}r d or 24:~ or 
'ov;!::ber • 

. :£11, th<?n , 1~ I ::,eke the ctPte;ner.t to the ?res1C~'"'t 
thPt sLnc10 the tl!'th of !.a:; ther~'e b<!en no con­
tra c:~ :!.e t for r our- Pn&inP bomber s , t h.•: s tl' teme~ t • • 
c~ !'reet . 

Tha!'e have been no fund s 11 VP11Pble f nr fc•Jr-e n<.l n ~ 
bomber s fo r Ai r Cor )P . I think t her e ' s beer. eomE' 
Lcnc-Leaee r unes orovtd~d ln ht• most r ecent B>~ro­
' riati·::n ; but I know of no ~on trect slgr:ad •·.nt ch 
er.tended t.., the tbo •1 eand a mo"'th , '<hicf. "Ae only 
recently reoueate<i. 

An d ie this s t ate11ent alAO correct, t~.Pt :.ith t!'lo 
PXCe .>tion o!' ?ord, t M t t'lere ' ~ n? llu to:2ob1l ~ 
co,.,..n;t t!'ll' t "les n c on tract fo r f :>••r-~"Cine b:>'l!l'or•? 

l~o . £1 r . 

~~ ~ t' s no t c~rrect? 

'·'11f' t 1£ t he ccr!' f'Ct stnteroent? 

':.'Pll , i f you rM en by DQMberP , you '!lt'llr> ~> ! r frr•,P• . 

Yer . 

Tr.r t ' s c?rr9ct, Pxce ,> t tl-tPt Ct:r:· •l~r 11nd o tJ;ors 
ar ~ ~eking th~ - you ' r~ talki ng abou t f our-e r b1r e? 

' 
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Yes. 

Ther e ' s s~oe sub-contracting wor k there , bu t 
t here are throe AVtomobil ~ companie ~ mski nc thP 
eng i nes . 

Yeah, t ha t 1 under e t ond . 

?ut .'. t ' e r l'l t he r mesni nf:lesa t o sey thRt there ' s 
none i n t he tour-engine oi cture. 

But the t a c t r emains that thi s thing would show 
t h&t on l~ay 5th, thA '>l ane were t or 500 r~ur­
eng! ne bomber s a month. To date , the~e ' e been 
no t hing cone since Hay 5th to increase t~•t by 
l e tting any acditlonal contracts. 

Yes . The funds we!"e not av111loble on :~Py 5th, 
:tou unde rstand. 

~\'ell, Bnd you say . . .. . 

I mean, the nl an >men ' t O');>rov~d until :;~y 5th. 
The f unds '"er e obt o.i ned, I think , JunP 30th or 
some t hi ng like t hat ..... 

Yee . 

. ..•. f rorn th~ a?ryr oorilltion. 

And now you sPy t hnt . .... 

I 'm not sure t hat 7 I mean , if you ~eke your stAte­
:cent that 'May, I don 't think it'e accurst~. 

'.\ell , it ' s DC"curate enough. I rnePn , fe r tnlo­
c.ll I' m going on is the VArious ech~civl~o ><hich 
OPM gave me . You'v" £1ven me my answer, an<l the t 
i e t he add! ttonal 500 bomb~rs is what y'Jv want, 
bu t i t hae not yet cl•nre~ the Budget . 

Tha t ' s right. 

Tha t ' s right . And the only contra ctin& done WRP 
done wit~ln the limitP of the a ~pro ?r1Ptione which 
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were made available on the 30th or June. 

Now, one more question. Thank you tor your 
patience wi th me. 

Not a bi t , sir . 

One more questi on. \>'hen would you - it you 
get by the Budget, etcetera, etcetera ..... 
Hello. 

Yes. 

4.0 

I Just wss interrupted. When you - I mean -
when would it be reasonable to expect that we'd 
reach a thoussnd bombers a month - tour- engine 
bombers? 

I should think toward the end ot '4J. 

Toward the end. 

Yes. 

November, December. 

Probably - let's say December, to be conserve t1 ve. 

Okey. I'm very much oblieed. 

Now, t hat, or cour ee, is based on the present 
scheduling. With our new ~lante, we're going 
in tor 933 million dollars worth :>t addi t1onel 
taclli ties •.... 

Uh huh. 

..... I ~ould exoect tha t we would pass that 
figure some months earlier. I'm unable to guess 
when. 

I see. \/ell, ttwnk you. I may call back again, 
but that takes ca re or me tor the time being. 

All right, tine. That ' s based, you understand, 
on the r~cilit1es which are l ikewise in this 
request tor additional O??rooriat1on . 
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I understand . 

All right , sir. Fine. 

Thenk you. 

Good- bye. 
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STRICn Y CONADENTW. 

Decfl!!lber 30, 19/J. . 

@!ORANOOI! ~ I.t!li SECRETARY'S ~ 

Conference in Secretary MorgPnthau•s Office 
Decmber 30, 19/J. 

):15 P. II. 

Presen~ : Secreury l!orgenthau 
Ur. ~Jrray, C.l .O. 
~. Pressman, C. I .O. 
/Jr. Heuther, C. I.O . 
Ur. White 

L•r. llurray suted tr-'lt he M.d hoped to ae~ in toueh with t he 
Secretery earlier but he hed been tied up for a long whUe at. a 
conference wi t.h llaclam S..Cre~ary Perkins. llr. lblrray s~eted he had 
heard what ~eeretary More:enthau had been able to do for the boys 
from the Dodge olant that. came down froa De~roit, ond he thought 
it was a s wel l job. 

Mr . !lurra.y add that the situation which the au tomobile in­
dustry has be~n left in by the OPM was little short of c r iminal, 

4.2 

He said he presw::ed that. the Se<"retaey wss f8J111liar with the si tua­
tion in thP. ·~~omobile industry and with the fac t thet it would be 
practicaLly "blacked out" durine the caain& months. He said thst 
Labor was willing And eager to make whatever sacrifices were nece•­
sary for the defense effort but that Labor should have soCJe parti­
cipation L~ the planning, 

llr. llurray further st&t.ed that a~ a titOe when all the Pffort 
should be direct ~d towArd incr <'asec! production, it w•s most unfor­
tunate that part of their energies should have to be diverted to 
pro~ct lPbor age1nst attack~ against their basic rights . He said 
he was much <iisturbed by t he l atest developmente in which the Arrey 
• •• going to undertake to work with and t hrough the leeder a of 
loral units i n the Union, passing right ovor the reGional and 
lll'tiona l offices . He said he had proposed nveral times in the 
past that they operate with the aid of union uoucs but that his 
ideas had always been scoffed at . Now that the situation waa so 
critical, they were going to Bdopt s011e of the idesa, but do H in 
such a way bS to vir~ually threaten labor unity an~ independence. 
He taid ~he next thing the Anlly would do would be to tell the 
workers what they r ould and could not do, ar.d whPre t~y eculd or 
could not go, and wha t wages they could 3et. He thou~ht it was 
terribl-. for t.he Adminio~ra~ton •.o move in t hat direction . 
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He then sAid he th. uaht the Sec r etory would be int-.rest ed i n 
some data !Jr. Ruether had to pl"!sent And oaoe COI!'.I!Ients on the rortb­
COI!'ing conference in Washington . 

Ur. Ruether reminded the Secretary or his talk with hia or a 
year ago t.baut his ora003ed nbn and the 'uoport the Secretary had 
given hi!!!. He slid, RS the Secr etary prabebl,y knew, he got nowhere 
n all with t he OPI!. He Mid s eontPrence was scheduled to take 
Dlsee on lo!onday in which the autocobile industry unions had been 
asked to porticipate. The Union men intenned to go to t htt meeting 
end either cet some actton on t hei r oropossls , or on some progr •m, 
or they wer e goins yo " bl ow t he lid ot' f ". Rueth•r than s 11bmitted 
some data of ~he unemtiloyment situation in th~ autocobil• industry 
and related some e ciscdes i ndi catine how little t he automobile in­
dustry •~• sharing in t he defense effor t . 

The Secretary thoutht it right be very helpt\11 to their ea11ae 
and to de fense Orod11Ct10n BS 8 WhOle it rreparatory to their bOin~ 
into the D!P.et l nf the Aut0110blle liorkera' Union took n t\111 ~ge ad 
in t he local ~epera here for a cou~le of days and bring their s~ory 
before the Deople . So:neone sug.;ested 1 t be an open le~ter to the 
President , but the Secretary thought it would be ~uch better to 
m•ke it an open letter to ~!r. OPM . 

Messr s . MurrAy, Presaman and Reuther ~11 thought it wa• an ex­
cellent idea and said they would take it ''P wit ... Detroi t at once . 
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U~W-CIO CO!VERSIO! & REEKPLO~T 
l'l!OGIWI 

300,000 auto workers througnout the country are facing the 
proSJ)eot of total unemployment by the end of January. These worker. 
together with their familiea and their oommunitiea, will be among th~ 
tlret to :feel the sharp impact of transition to a war economy whioh 
our nation ie now carrying through. ~uto workere recognize the need 
tor this curtailment of production of automobile• as a thing eseential 
to the common cause of victory tor Democracy. They realize the pri macy 
or the nation'a intereat in the fight against axis domination of the 
world. Aa workera they recognize diotatorahip as the greateat menace 
to their Uvee, Uberties and hopea . 

At thia time of our oountry'a need the first task of all 
ueri oana 1a to do everything within their power to secure the ua.­
uau conversion of auto plants to t he production ot tanka, plant~ , 
guna, ahel l a and other necessi tiea of .,.ar. Auto workers call for an 
1mmtd1ate end to the situation in which a large eeotion of American 
lnduatrial power 1e standing idle while hundreds of t housands of 
akllled wor.lcere are :facing a long period of unemployment. 

The :first concern, therefore , of automobile workers in the 
present emergency is to secure the earliest and complete util ization 
of their skills and the tremendoua equipment of the automobile industry 
l o the creation of that :full stream of armamente which will guarantee 
vto tory to thia country and its allies . 

To secure this purpose, the U~W-CIO eubmits the :following 
program : 

l) t e call upon the President of the Uni t ed States to establish 
in the immediate :future a central body to coordinate and 
r egulate policies of all proourement agencies of the armed 
foron. Only by suoh a measure oan genuine planning and 
organization, essential to full production , be implement ed. 
H will be the duty of auoh a oentralized body to advance 
delivery dates on present arme contraota. It will , by placing 
oon trac te to the limit of .~Jroduoti ve oapaci tiee, guarantee that 
aelfiah corporate interests do not hold out essential equipment 
from the aervioe of the victory l)rogram. 

If the pr Oductive power of auoh an ioduetry aa th& automobile 
i ndustry 1s to be oalled upon , an ngency of this kind is 
i mperative; for experience has show n that the initiative of 
manufac t urers i n th1e 1nduatry ia not auf! ioient !or an ell­
out effor t. The continued re:fuaal of certein maJot· corcpe11 le8 
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of tbia industry to ~repare for war work i e a crime againat 
tbe nation , wbiob mu.et no longer be tolerated. .luto •orbre 
will support any move by the United Statea Government to end 
tbi a a1tua t1 on. 

we cell for thia coordinated procurement agency em~owerad to 
plaoe oontraots upon the baaia of standard ooste wherever tbey 
may be tul!illad , and to demand full ~erformanoa in tbe nama 
o! na~1onel safety. 

In addition, such a proourament agenoy alone oan be tbe instru­
mentality for effective aub-o ontraoting on military orders. It 
oan write provieiona for sub- contracting into every contract 
l e t out to a maJor manufacturer . 

Tnat a fact finding Committee of taobnioel experts be appointed 
t o examine and determine what parte in Army and Navy Ordnance 
(including aircraft motoro) oould be manufactured with greater 
limits of tolerance than now demanded i n order that many parte 
·• auld be more amendable to maso production methode, 

~any of the l i mite placed on war material now being manufactured 
are the same as when this material wae in experimental stages. 

2) Fur t her , we call upon tile President of the United States to 
establish a national industry oounoil repre~enting labor , govern­
ment and management as outlined by Preaident Philip MUrray of the 
CI O, 

I n aaoh of the primary defense induatriea a similar oounoil should 
be empo.ered to work out oaaio policy for t be full ut i lization of 
productive power anci f or tbe suooeaatul oonolusion ot t he viotory 
program, Eatablishin& oasio policy for, and operating t hrough 
auoh a procurement agency aa baa bean described , these industry 
oounoils v.ill unleash the giant foroea of .lmerican industrial power. 

3) VIe oall upon the Supplies , Prioritiee 8lld Allocation Board to meet 
a t once with the representatives of tho U.lW. Such a oonterenoe 
should lay the ground-work for establishing Jointly witb induetry 
epeoif io plana tor t hft full oonvereion of tho auto industry to 
military production. 

We call upon the Congreee of t he United States , in the in t erest 
of preserving oivilian morale , i n t he interest of avoiding die­
ruption to t he established labor force ot the automobile i ndus t r y, 
t o t ake the foll owing steps : 

- 2 -
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(a) 

(b) 

To appropriaie ad.clUiona.l fuocla for the purpo .. of 
auppleaenting present uoe~loyaent ooapenaatioo 
p&~ae.nta. Suoh suppleaentary pa,aente will be uae4 
to inaure inooae to workera tiaplaoecl througb oon­
Tereion uoeaployaent cluriog the waiting periocla, to 
eliminate the diaparity between preaent benefit pay­
ment levela and a liTing wage ltTel, and to oontinue 
payments following establiehed expiration datea, 

To appropriate the neoaaaary auma for the p~ment of 
automobile workera as the7 UD4ergo training tor araa 
prcduotion Jobs whioh will be aTailable in the montha 
to oome. 

(o) To eetablish oontrol of wholeaa.le and retail prioea 
without treeaiog of wage ratn. 

llB CI.LL UPON THE OFFICE OF l'RODUCTIOlf K.UI.&.GEliEI!T: 

(a) To adopt the U.&.VI-CIO TOol Prooureaent Program offered 
herewUh. 

(b) TO taka iaaecliate atepe tor the oonvening of a Joint 
oonferenoe between ita repreaentativea and the repre­
atntat1vea of labor and maoaseaent in the aaohine tool 
induatry, Suoh a oonferenoe ahould be devoted to 
expanding the prcduotion of the maohine tool induatr7. 

(o) To work out arrangement• tor the tranefer , at goTern­
aent expense, of diaplaoecl auto workere whoae aervioea 
may be immediately needed elaewhere in the expandins 
program of military prcduotion. 

!he firat l i ne of attaok tor a short term program ie to put i.nto 
'""''"uah un tor war procluotion all available maohinee now lying idle in 

auto planta due to ourtailment of produotion. 

Even at the present time there are standing idle i n many auto­
planta maohinea auoh as 'Gear Cuttera , Killing l!.aohinea, all typu 

l athea and aorew maohines auitabls tor making shells, and aaall parte 
all typaa of war aaterial. All thaae maohines are ready tor immediate 
wort wHh a minimum of oonTeraion tooling. 

- ! -
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At the preaen~ tiae there 1e a terr1t1o bottle•neok in the 
hi Oe tool indue~rJ• Xan7 of the aaohiaea for whioh ~he aaohine tool 111a~lUre han order• and whioh will tab lllaAJ aoatha to build are now ~~ins idle in the au~on~obile pl~ta. 

! prosraa ahould be deYelopld whereb7 either the work that wa1 be clone on the aaohinn now on order would be done on the11 idle 
~obinll thereb7 gh1Ag additional work to worbre 1n the autoaobUe 
i.adu.-tr1 or t ha t the GonriiMnt ehoul4 teaporar117 requilition thne 
maob inee !or uae in other areae. 

• • reoommend that the goYeriiMnt immed1a~e1J releaee 1hort tera 
detenee oontraote whioh oall tor li tt11 tooling, &I tor 1hell1, 1tande.rd 
parte, eto. 

we recommend immediate raleaae ot both light and hea YJ truok 
Jobe !or whioh Congreu hu alread7 appropriated IIIODeJ• Whore t1r11 
are iMiting, truo.U oan be atored until rubber 11 &Yailable. we uk 
that tbe soverruaent Plll h thil Job through n ow. 

• • • • • 
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Dlo .. llu at. lHl 

Prepared 'IUIIlu 11he Ur11Uoa 

a.er .. r. ""'" D !'BRI.l!IOUL SBCUUllY !'RUSlJUil 
J)JrUS• DPI.OlliD'f COOI!DJD'fOR 

U.lW • CI O 
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The u~W·CIO Tool Procurement Plan offered here•ith while 
planned for the rapid conversion of the ~utomobile Pl~ta to 

war errort, is adaptable on a broader eoala to the entire nat i on 
on a narrower scala to ot her induatr iae and other areae. 

In the Detroit area there are upwarde ot 800 tool and die 
Jobbing ehope and upward• of 110 e~oalled "captive• ehopa with tool 

~uring i'aoilitiea. 

These range in size from "alley" Jobbing shops wi th 11 or 

0 machines employing from 8 to 10 skilled men, to the large Jobbing 
shops with 100 or more maohinea emplo:•ing u.,waro\s of 400 men . 

Among the captive ahops are many amall apeoialized planta 
wi t h sall tool and die menui'.o.oturing departments. They do not have 
oo~ple te tooling fecil itiaa. Their work r equire tools made on oortein 
t:~pee or machines , auoh 1.11 lathes . ?hoy employ from 30 to 60 skilled 

~ben , there 18 the larger plent Stich ae Ford with aevarel 
tnoueands of meohinee employing some 4, 500 ekllled workere and a number 
of oppr ent l.oee with varying degrees of skill. 

Our recent aurvay ahows that these faoil1 ties are being 
ut i l i zed but 46 .~ of tho time available , baaed on a l6B• hour week. 
3reak1 ng t his figure dow to two types oi' :uohinee which have a high 
de~ee o! utilization in the war program, Lathes and Boring Mills , we 
f i nd.: 

In Job Shops In Ceptive Shope 

50 

idle 
52f, ot tile time 
35. 3% ot the time 

Lathes idle :>3 . 4~ of t11e t i me 
boring Mille idle 40 . 7~ ot th~ time 

Most Job fthopa in the Detroit area are at prese~t working 
t~ o 10-~our shitts per d~ , (einoe the making oi' the survey) 7 daya per 
eek. D~ shifts are operating with a full complement oi' men, while moat 

n!ternooa shifts are operating at 1/3 of full oapaoity. By adding another 
ahitt, these t aoilities could be ut i lized an additional 4 hours per day 
or 28 hours per week, and by bringing all ahi i'te up to full lll&n·power, 

Regraded Unclassified



51 

&* ~o 6~ 114d1Uoaal uo ot taoUUho woul4 be obta1ae4, 

Koot ot \ho o~tiYo ~opo wou14 por.it ot eYon creator 

• xpNtaion by the ntiliainc ot tho dio aaa~aoturtns diT1e1ono ot thooo 

an4 exPe.odinc thoa to their aa-powor l1a1to, Durtnc rooent youo 

pl&Dto han ooatraotod aoot ot tholr aow work Ollt to tho JobbiJI« 

, maintalninc in their owa p)Dto .. ro "okoloton• orowo tor aalntoaanoo 

repair work, 

Tho lusoot Dh Shop in tho world 1o tho J'hhor :Sody, Plant 

23 locate~ in Detroit. It o~loyo at ito poak ot produotion 6,000 

eulr.ere. Tod&¥0 thoro aro looa th&D a,ooo oklllod aoa worklns in tho 

and the .. aon uo worklac oa Jobe whloh oOilld bo plaood 1111 a pro-

tion bade. 

The Dlo Shop in Brisco Kaautaotur1ns COap&J:I3 0 Vernor Pl&Dt, 

2 0 500 aen at ito poak ot produoUon, Tod~, leoo than 2150 .. a 

employe~ at that plant on all ohitto. 

Tho Die Shop 1D tho Dodso Kaln Plant o~loyo 900 aen at 1to 

ot production, To~, looo thaa 160 aoa aro o~loyed on all ohltto, 

Wo oould otto aany more 1notaaooo, but thoee in41oato the 

Ao meattonod above, the toolroom in theoe oaptive ohopo aro 

with okoloton ohltto tor maintenanoo and repair and ooul~, 

~11oro :ro1••, bo croaUy expaDil.od, 

Expan11on ot man•power and uae ot fao1lit1oo 11 but a part 

t be solution ot tho problaao .Ulooaiion ot tho work to bo ~ono to 

whioh are oopable ot doinc it aoourately and rapidly io aaothor 

1brat1on . 

Ulldor the pruont "hit or mtoo• method ot ollooatinc tool 
mA1!7 ot our ohope with oquip .. nt and poroonnol that would peralt 

to oontraot tor olooo limit preoioion work, are loaded t1 oapao1t7 

"roueh" work roquirias little preoieion, while other pl&Dto oapable 

thlo rough work are lyinc idlo beoaue their faoilitiee forbid 

~oa,,r,aot;tng tor prooleion work now aY&ilablo. 

A tool aanuf aoturor atcht have tho typo of Job in hie ahop 

Would ovor• tax hie aaohininc taoilltiee, Thi l maohi no work oo~ 

rt-allooUod aaonc other oaallor ohopo haY1ns tho taoil1 tleo to do 

work, Largo voluau ot maohino work oould bo dono 1n •&D3 ot the 

~•"th.a abopo without intorferinc with work they are now doins. They 
, a1ll1ng aaoh1Aeo, ohaporo, planero, eto,, 1n aaintenanoe 

taenta, aaoh1no ropa1r dopartmonto and oleotrloal departmento that 

be utilised, .Uoo, whon production ooaeoo beoauae ot ourtailmont, 

- 2 -
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l) 

2) 

Allooa~ion of Produo~ion Joba to the automobile in4ue~r1 bJ a 

proper go~ernaen~al agenOJ• 

(a ) Allooa~e apeoitio Joba ~o priae oontrao~ora. 

(b) Deaignate t he urgenoy with ~ioh Joba are require~. 

Prime oontrao~on plan entire tooling program tor ~he Job and 

aubai~ blue-printe an~ requieitiona tor toola ~o a Central fool 

Proourement Ageno7. 

3) Cen~ral fool Prooure .. nt Agenoy to allooate epeoifio Joba ~o 

epeoitio ehopa ban~ upon the faoilitiea of the ahop to do the 

work, and dietribute the work out o~er a auff1o1ent nuaber of 

ahopa to 1naure early deli~erJ• 

(e) Central Tool Prooureaent Agenoy to have authority to 

plaoe Jobs in &111 ahop or plant (Job ahop or oapti~e). 

•1 Central Tool Prooureaent Ageno7 to mai ntain a •tollow-up• 

~epartment wh ose funotion ehall be to aearoh out "bottle-neoka• 

and aeaiet i n eliminating thea. 

52 

~ ) .t. oommittee oompoae~ of equal repreeentation of l.l&llagement, an~ 

UD1on an~ one repreaentati~e of Go~ernaent woul~ tonaulate poliOJ 

tor the Central Tool Procurement Ageno7 • ~Juat problema where 

posaible an~ aot as liaaon agents f or their reapeotive prtnoip&la. 

o) .t.bolition of the present priorities system 1naotar ae it relatea 

to the ahope an~ planta und er the Jur1a4iot1on of the Central 

Tool Procur ement Agenoy. 

(a) fhe Central Tool Prooureaent Ageno7, baaed on i nformation 

given by the u. s . Go~ernaent ngenoiea, would aeaigD a 

nuaber to a Job, baaed on the urgenoy with whioh it waa 

required by the governaent. Thua, tor example: 

"It tool s tor an anti•airoraft gun were allooated and 

govern.ent agenoiea had determine~ that it wee require~ 

in advanoe of &111 ot her Job un~er the Jur1e~iot1on of 

the Central fool Procurement Agenoy then that tooling 

- 3 -
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Job would raoa1Ta a •o• l rattcg troa tho A&aao7 aa4 
all hol ehopo would be raqu1ra4 h ctn that Job 
rt&llt ot wq throuch their eho,po. !hh would not Maa 
tho oaaaatton of work on other Jobo ualaaa auah work 
on other Joba 1ntarfarad wt~ tho work on •o• 1 Job. 
tho next aoat urgent Job would be nuabare4 a, next a, 
ato.• 

the projlra .. of all Joba throUB)l tho ehopa would dapall4 
on their rating by tho Central tool Prooura .. nt !geno7• 

!hie plan tor utilisation of !aoilitiaa &114 pr1ortt7 ot Joba tn 
t he ohope 1• not new, but i t ia oa a broader baoia than aTer 
before at t aaptt4 by tho autoaobila 1114uatr,. Ita euooeee would 
depend upon rigid entoroament of ita poliotea and rulea. 

The auooaaaful !unotiontng of thie Tool Proour .. ant Plan 
not cateriallJ aid our oountry'• war e!torta 1! the prinoiple of 
ontraoting ia not deTalopt4 to ita !ulleat extent on pro4uottoa 

In tho Ohryaler Tanlt .lraenal in tho Oit;v ot Detroit, the 

~a<oaliDlOIS diTieione are working three ehi!ta ad&~, 7 da;ve a week to 
liU'DliiD material to an aoaecbl;v dhision that oal7 worlta one lhitt per 
481• It the Chryaler Corpor ation had eub•oontraot ed mora of their 

Job, the;v oould be aaaaabling tanka three ehift1 per da;v. 

53 

If an "Hawaiian week•en4• ahould strike seattle , Waahington, 

oertai n California town• at t he aaaa time (ea;v, aa we are eitti n& 
it woul4 be a long, long time before the army woul4 ageio haTe a 

e of euppl;v of -Jl;ving Portreseea•, a4citte4ly the beat ot the loa8 
bombere in tho wor ld. It 1a our oontention that the Bollog Job 
be s i nn ·co the automobile iDAuatr;v , tooled in 1 te tremendoua 

' '""'~•••g taotlitiee and oub-oontraoted among the hundred• of plant• i n the 
try. We bel l eTe thia oould be done along with oontraote tor guno, 

oarrlagee, ahella , eto., wh toh lnTolTel oTar 9~ aaohlne work i n their 
"""'"~~,•tion and would not interfere with boa bar ooaotruotion. 

During the paat 18 montha there haTe been a large number of 
o-oelled eduoati ooal order• plaoed with Tariouo aaautaoturing oonoerne 

order tha t they might aolTe pro4uotion and t ooling proble .. on war work. 
belleTe that all war work ahould be remoTad !rom the oompetit1Te field 

that there be no hoarding of theee tooling and pr o4uotioa t eohni qutl 
at goTarnaeat expenee or otherwiee. 

- 4 -
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we believe that it thil pro.raa i1 adopted, providing a1 
it doea tor the utiliaation of all thl tooling taollitiel ot thl auto­
cobUe indu1try ae a 11ngl1 unit - allocation ot Jobl to u IU.DJ' ahop1 
as 1s practicable • and a 1i~l• direot prioritiel 1yat ea entorain& the 
one Job at a tiM plan, aa a4vooated herewith, it wUl r11ult i n the 
tooling and oonveraion prograa being ooapleted in at lea1t one halt tht 

time. 

Thia will reault in prcdwttion and .., .. ably lin .. turning 

out a greater volu.ae ot production an4 at an earlhr t1a1 than 10 tar 
anticipated and rele&ting to our men in atrvioa vaat quantitiea ot war 

material ao vital to thl detenae ot our dtmooraoJ• 

Thia will &lao reault in the re-em~loyment of unemployed 

auto:nobile workere and return tltea to defense ueefullleu. 

We reiterate, the time for tallting 11 paet. The time for 

ACTION i s here. Thia oomprehenaive plan for the development of the 
&utomobile induatry aa a ainglt unit tor the war effort 11 the beat that 

has been offered up to t his time. It i1 logical, 10und and workable. 

':le beline that aotion 1hould be taken on 1i thil week in order to ha,rnen 

the man power ot 300,000 auto workere to the war program in ae abort a 

time ae poadble. 

• • • • • . . .. .. 
• • • • 

uopwa#2f>-oio 
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RE PRESIDENT ' S BUDGET MESSAGE 

Present: Mr . Bell 
Mr . Sullivan 
Mr . Paul 

December 30 , 1941 
4:20 p.m. 

H.M. JR: Did ;rou do an,ythine on that? 

J.m. BELL: That order? 

H.ll.JR: Yes. 

!.m. BELL: I tried to eet Jesse Jones and i'lickard, 
and they are both tied up in conferences . They will 
call back in a few Jninutes . 

H.U. JR: Look, gentlemen, you will have to have a 
l i ttle charit,y uith me . I can't tell you much more. It 
isn' t that I am withhol ding it . It is not a withhold­
ing tax . ~ answer i s, as far as the budget messa~e is 
concerned, the annual message , or any other kind of 
message, I just 11on' t put ~ mind on anything today or 
tomorrow because I am just tired. You had better go on 
up, see, and you (Paul) will get two days, one day of 
holiday and one day in the dentist' s chair. 

MR. PAUL: No, I 11ill get more than that. I will 
only be in the dentist ' s chair about fifteen minutes. 

li .M. JR: Then come back FridaJ and I hope b;r that 
tioe--
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MR. PAUL: '.'/e can vel"Y well use this time because 
vre are scraping bottom novr. We have organlzed a sea.rch 
for revenue and it is going to require a considerable 
amount of ingenuity to find that seven billion. I 
think we can do it, but we will be in a better position 
to tell you something by Friday. 

R. iA.JR : Well, thank you for the hope, faith, and 
charity. 

And then I think if you (Bell) would give the 
Director of the Budget a ring t omorrow, and then I 
t hink I will just - I haven' t looked at anything today. 
I haven 't done a thing . 

MR. BELL: Are you going to try to be away over 
the weekend? 

H. J..I. JR: I just got this not ice, and 
seen that all day, but we are expected at 
House tomorrovr nicht . 

!JR. BELL: Tomorrow night ? 

I haven't 
the '.Vhi t e 

H.~. JR : So let me catch ~ breath, and I will 
come up for air tomorrow morning and we will all have 
e talk except you (Paul). But I won't talk taxes until 
Fri day. 

MR. PAUL: Suits me . 
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li:.Jr : 

~" 011 

'lello . 

December 30, :9u1 
l1 : ;o j) . m. 

: • ~cnn~~= Yes. 

"'":.Jr: 

: : 
'l .. Jr: 

C: 

.. J:- : 

. -; ... Jr: 

0 : 

~ :Jr : 

~ : 

..: .. Jr: 

:. : 
~ . . . ·.vr: 

C: 

u:. Jr : 

-.: .. Jr: 

.... ., r: 

.. 
~ . 

Hello. Doc? 

Hello. 

Is thi. F Doc? 

Hello . 

~e~lo , Henr y , ~ware you? 

I' m okey . 

!:.any of them. Go ahead. Hello. 

Hello. 

Hello. 

Ar e you feel1r-t; prPt t;,• !:"Od7 

'Jhy , ~:h11t do you ••ant? 

::ell , I want t<> hevP a converPotl.on with you , 
and I don 't want you to ~et croe~ Abou t l.t. 

(LAughr) Oo ahead. I "eVP!" go t cro·~ at you. 

I don ' t ~.no~>• l. f a ny thi n~; can be done 11bout 1 t , 
H~nry , but her~ ' s the sl. t ue tl.on . 

·: ePh. 

Anc 1t -:~•y Fount' o·.;::'ully ')1.~- h!!rdel' ••h•t I':~ 
<:>1'1~ t'> I'll? to you . ..• . 

Yeah • 

• . ... but , or cour •e , we ~o h~ v• thl.a 3irttday 

5? 
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0: 
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IIMJr: 
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Ml ... tl. •I a•., OD the thiPUetb. 

x .. . 
AD4 1 *'* l\1e laporunt. It'• not onlr 
laportuat h lh cnm t1el4, but I think it'e 
~Ptuat ~· lt 10 OYIP better than ever 
before. 
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I 40D1 t aean b7 that ei&bt or ten tlaea better, 
•• eYi4enoe4 tb&t the people of thla country are 
reaU7 pereonallr beh1n4 the ball. 

Yeah. 

!low, natuN.ll.7 we're oonfronte4 with a lot of 
41ffioultiee. We've sot soo4 old Norman out 
wanti~ tift7 a1llion, drivin& in the aaae perio4; 
and we •• sot yov tellowe out doing the ~a~~e 
thine, wbl.ob I oerta1nly aa not goi ng to euggeet 
should be etoppe4. 

All we want le fifty billion. 

!he real probleal I'a running into with you, 
and I'a try1na to take them up with you ae 
graoiouely •• poeeible, ie thie. In the f1ret 
plaoe, cenenl.ly epeaklnc, I'a informed- don't 
bold •• t oo ri&idly to ar eteteaente - you've 
ueurped all the epot t1ae on the radio, of whlob 
we unally sot a creat uount in the month of 
Januarr. 

Ro, No, no. loaebody'e kidding you. Some­
body' e k1d41n& you. 

Well, I've sot a aeao here in front of me wh1oh 
ie tbe baee tor ar information. 

Yuh. 

llow then the other thing 11 the t •.•• • 

Well, look, to ehow rou bow that ie - when the 
Red Croee drive ••• along - I mean, they threw 
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a lot of thoae announoementa in, and I hear all 
kind of announcement• tor different driYee on 
the air all the time. 
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Yeah. Well , now the only other specific thing -
there are others - that 1 want to take up with 
you ie, that 1 understand tha t you've got a pledge 
drive coming on on January tenth; and , of course, 
our real dr ive atarte on Jenuary twelfth. 

Yeah. 

Now, 1 don't know a e I can tell the Government 
t o go out or buai neee while I 'm in the field. 

I don't think you can, Doc. I don' t think you 
should. 

No, or course not. But do you sup~Xlse it would 
do any good it a couple of my men went down end 
talked 1<1.th your men that's handling thi s? 

Sure. We'd be delighted to see them. Sure. 

It would prevent any of my men giving me a sob 
~tory that there isn ' t any baei s in, you see? 

No, nobody'e more i nterested than I am in thi s 
polio work. 

Well, you go t the l etter I wrote you last night, 
didn 1 t you? 

No , I didn 't get it. 

Well , I sent you one last night, which, or course , 
is really amusing. 

Well, unless it's air mail epeciel ... .• 

And I said in that letter that I certainly didn 't 
have to defend you on your attitude t owards pol i o. 

No. 

Well, Henry, who 'a the m&n do wn there that they 
should see? 
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Hl·lJr: 
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Well , let me just think a minute. 

Yeah. 

Let them come and see a man by the name ot 
Harold Graves. G-r-o-v-e-a. 

Good. Is he an old Treasury man? 

The t' e right. 

Good man. 

Xes, he ie. 

Harold Graves. 

Yeah. 

.... • 

Well, now, I'll have - I tell you who'll come 
down. It'll be Tom Wrigley. 

Tom who? 

Wrigley. 

Wrigley? wrigley' s gum? 

Yeah - the same kind ot a name. 

Yeah. 

And tell Graves that they'll wire hlm tor an 
appointment. 

Okay. 

Fi ne. 

They'll get a eympathetio hearing, but don't 
let anybody kid you. 

I don 't like to, Henry; and that's why I'm 
calling you. 

Fa ir enough. 

And you're not oroes? 

...... '!"' 
.:.·""• : ... 'T ... --· ~ ~ ..• -~ 

• • 
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llo' .._,, 

tou hear« ae. 

ero .. , 

Yeeb. 
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Whit I'• delighted 7ou oalled •e. 

Well, 7ou've got a real proble• there and I 
don't want to be in a poeition ot •..•. 

Ob, Doo, 7ou've never oalled •e unleee it'e 
eo .. thing important. 

I don't want to be pin-beaded on the tblng. 
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Ot oouree, I aa ver7 anxioue that tble go over 
better than ever betore. Now, ae I eaid, I 
don't •ean b7 that twice ae good or three t1aee 
ae sood, but better than ever betore ••... 

Well • .•.. 

th~~~e~t~~tt:~1~!~ ~·tNo:~0;o~0~e:e!~t ~~e 
country thinke' ot tbie fellow. • And I euppoae 
JOU have the same 1ntereet, I know that. 

Well, w1thln the reel•• ot the tact tb8t we're 
at war . .. . . 

!bet' 1 right. 

•••.• and we'll do ever,thlng that we can to be 
helpful. 

Olta7, boy. 

Thank you. 

Tbanke a lot. 
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Deoeaber 30, 1941 
5:13 p.a. 

HY.Jr: Hello. 

l~r. E. T. 
Taylor: Hello, Mr. Morgenthau. 

HMJr: Hello, Hr. Taylor. 

T: Lord Beaver brook said that you mi ght like to see 
me eome time. 

ID!Jr: That ' s right. 

T: 'I ell, you name t he time: and I'll aui t your con­
venience. 

H:-!Jr : \'ell, Mr. Taylor, we've got one more dey of t he 
year. 

T: 

HMJr: 

T: 

HHJr: 

T: 

HMJr: 

T: 

That's right. (Laughs) 

And 1t's kind of a tough day tomorrow. 

Yes, I know. 

I will get in touch with you- 1t sounds silly -
next year. 

Well , that' e fine; and I ' ll just hold myself in 
readiness. 

Will you do that? 

Yea. 

·62 

!r.!Jr: 

T: 

And I vieh you a ver y happy and vi ctorious Ne• .. Year. 

The aame t o you. 

H~:Jr : 

T: 

And I ' m looking forward to eeeing you. 

Thank you eo much. Good-bye. 
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December 30, 1941 

Mr. Kel ler of Chrysler came in to see me this after­
noon, and t~ld me that he had gotten an order for 73,000 
truo~s and that he is all set. He said that he wanted to 
tell me that he had acco:nplished what he had beer• trying 
to do since September 17th. 

Keller said, "I hope you won't mind this but a number 
of people are saying, 'I see you have the Secretary of 
the Treasury working for you• . • I t old him that I didn't 
mind if he didn ' t. He said, "We never could have gotten 
it without you. " He said that he would announce i t in 
Detroit today. 

Then he gave me an estimate of how many Bofors guns 
he could make . He said that he could make 750 by August, 
and he said if they would actually give him the order he 
could double that . 

I then called Philip Murray and told him about the 
?3,000 truck order and he was delighted . I tried to get 
Miss Tull y but she wasn't in so I dictated it to her 
assist~1t and asked her to pl ease give it to Miss Tully 
to give i t to the President. 
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\lr . l(.eller gave tbese to ml Jr 11hen he 64.. 

l:~e ln on December 30th· 

• 
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H!(Jr: 

Ph1llo 
Murray: 

'!::Jr: 

. . 

~ · Jr: 

• • 
uv •. .. ~r. 

:!.(Jr: 

-::.Jr : 

~ .. Jr: 

:;:.Jr: 

:~ : 

Hello. 

Hello, Mr. Secretary. 

!'r. l:urra,y . 

Yes • 

Deoe~ber 30, 1941 
5 : 21 o. Ill . 

I thought you ' d like to ;aec l t on t o these two 
reen who CAme down from Detroit. 

Uh huh. 

Hello. 

Ye~ • 

:(r. Kell er ~uet lett here. 

Yes . 

And he eal d ln t~o days he succeeded i n getting 
what he ' e been trying to get since September 17th. 

Well. 

He GO t an order for 73,000 trucks tor Doose. 

Uh huh. And that'll ~ut the plant back to work 
not: , will i t? 

He says lt wlll keep it goi ne t or awhile, end bl 
A~ril 15th h~ ' ll be on a achedule of 701 e day 
he thinka •.... 

Uh huh. 

. •... or thereabouts. 

·.;ell . t'h huh. \'ell, till<:' e :nl&h t y t'lne. 

He satd th9 t he's been tryln~ t~ ge t it elnce 
Se?tember 17th, ond he ee l d the t by MY r aising 
such hell he got lt in t wo dnye . 

·.;en , thot' a re:nsrkBble, Mr. Secretary. lHghty 
tine for you. Congrf!tula tlone. Ve ry fi ne . 
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'f. Jr: 

:::.Jr: 

!. : 

-··.Jr: 

'i. Jr : 

~· J r· 

:; Jr: 

. . .. . 

- 2 -

~e 's golng to announce lt ln Detr oit tomorrow. 

S?lendld. 
t 

He e solnb t o announce lt. 

Tha t's very flne. 

But lt Just ~ho•rs whn t ca n be done 1f a f ellow 
gete 11 11 t t le tough. 

Tha t ' s rlght. Certlllnly, lt doer. 

It certa! nly coes , tlr . Secr eto r y . 

I thourrht you'd llke t o pe~a 1~ along. 

68 

Ver ;1 flne. I certsln!y :.tlll. Thanks for cdl1n&. 

Good-nl ;;ht . 

OooJ-n1~.ht . 

• 

\ 
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H:..Jr: 

~ )t r B t or : 

'li(Jr: 

rr . I eadcr 
;.:.abln : 

.. 

~: Jr: 

l. : 

"'!. Jr: 

.. ... 'lr: 

!' .. Jr : 

l : 

. Jr: 

'. 

Hello. 

Dr. Lubin . 

Hello. 

Hello. !~r. 

Yec , Lu'o. 

Go llhea<L 

Secreta r y. 

December 30, 1941 
5:23 :). !ll . 

Some of Leon's boys were tolking to me to~ay 
about t~s tire business, and th~ tact thet 
there'l! be eomethtn& llk~ 3~ . 000 ot the~ bel~g 
forced out onto the s t reet. 

:: '!ah. 

:lo", in tRlki ng to Some Of your o:leOole !'rC:J: ? r o­
C~rec~nt , one or the men sni d thRt h~ th~ught 
yo:.a ' d be favor able t o some arrnngemPnt wner cby 
Procur ement woul<l. tu r n ov~r to these dealer s the 
job vf ~rov1ding t ireo ! or the Vbriou~ agencies 
euo~lied by Pr ocur ement , rather t han t he or eeen t 
system whereby t he f aoturles do lt directly. 
They asked me wheth~r I could talk to you , And , 
1 f you >~e ren' t too busy , whethe r y-:>u ovul e see 
one or two o f ~eon ' s ?eOole about ~t . 

Ch, God no . Look ••. .. 

.:uw, ••ho ~ho:.~ld :h~y sel"? 

I !:leAn, I jus t CPI1 1 t - t he' Cl'll eee Clif .lack . 
'.fnet I'll cio ls, I'!l c~ll up cur !~ack, see? 

Yeah. 

nn<l tell h1m t hAt you 'v e 60 t eoC~e tbl!le; enc." the t 
hl ' ll hear from you ~lreat? 

'lee!'! . 

I c11 n call hlm - ye.,h , I'll r' :J t "' t . ':'hst ' ll t>e 
a U !"ight. 

69 
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:; .. Jr: 

t.: 

~:.Jr: 

t.: 

' Jr : 

.. 

·r ..... ··" . 
L: 

' J r : 

t : 

You &1V~ ~e J us t a m1nute'e hea~way ..... 

Yeen. 

•.... anc if he ' s the r e- i f h~ ' s not, I ' ll leave 
wor d t o expec t e onll from you , a~d I ' l l tell h i m 
to coop ere te .,1 t h you on t h1 r. plan . How' s t lw t ? 

S~<ell. Tha t ' 11 be >rond.erful. 

70 

I :r:epn - no••, let 'l!e e•to if I under e t en<i i t . '.;h••t 
ie 1t y ou want? 

"!~u see , the ·,;ay - nox, all ~1r!s secur'!C by Gov .: rn­
ment abencies now t hr ou;h PrvcureoPn t a r e under 
contrect between ?rocurealant end t"le wnuractur er. 

N:w, t '1e 1den would b .. t ha t lnstee<i of oo1ng 1 t 
t :Ut w;;o.y , t lwt you u ce t hese sm:Jll de;;o lors .... . 

Ch . 

. .... as your !.'u;>:)l y ou tlet , thu s k ee •)inb t hem i n 
oue1nee3 - o ther···l~<e , thP.y ' re thro··::-~ right out on 
t he str eet, you see? 

. Jr: •el l, t hat ' e dif!'lcult , Lub , b~cau<e I ' ve so t El 

nard an<' f ixed rule, no mid<llemen . 

" . ... ,.r: 

~ · 

r.: :r : 

.. e::'. , thet ' s !h0 t rouble, anC. t~t: • e tih:J! ~Pnt•J 
· o trl :c to y-ou . 

·:o, I den ' t - : ' 11 l• t ;:ou ts!.t to ClH :.acz , t·tt 
I cl:n 't ~~l r.Y. - GnC: , ·,·e •ve fout.·h: this out 411 t h 
th'! ? r lt:sh fr~m h~ll to hl.,;h ··.otc r . 3ut - : ak,> 
Clif on ~iret , bu t I - we've J~ e t cut cu t &11 
middlemen . 

· .. ·ell , I mean, ! rolf' the po l nt tJf v1 P'-' 'J f :ubllc 
tnter'!s t , thie ts IS0 1n0 t •> ne e t ':'u.,_h on~ . 

·.en , thl F 1~n ' t - but I ' vP .,ot m;r resooneil-tllt:t 
t o c,n;:ress t o bu:r these tlres "-" ot e" ' a s -,orflbl• . 

• 

' 
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I really don 't - yo•J c • n t rlk to CHf , &nd I' 11 
tell h l m; bu t I d~n ' t thln~ I cnn bo al~r.c ~lth 
y'lU on t hn t. 

". ell , what tve' C.l do l e t ll_k l t <:>u t; t'nc! 1f Cltf 
• e es some •·Py a r ound 1 t , we ' 11 come becl< t o Y"U 
1\b)Ut 1 t . 

.. Jr : ~·; t ! ' v t> co t :: hn r d an<! fix ed r~o:l e on tha t . ',fu:, 

·_;· ~r: 

~ ... :r: 

. Jr: 

I\ ell , ~o:e' "" d-:>n" t h i f - ws' re Y.i ckin• ah~ ·1 ~ the 
En£l1 sh . Th~ t·~ wh~ t t h e English are ~oln~ , ~nd 
dl str~b·; ~!.ng ~:1e American f ood tnrough the rolddle­
man and whe n we r a i eed hell a~out it ,_~ ~~rry 
·-!?~k 1~ ~ ral c;oQ "lell, t~"!Y C!t 1(.! , "'lh~~ , ···e 1 re ~~tt­
~ 1d~z 1nb t~~ rn 1dJle~"n :~ t he t un P o~ ~ hundr ed 
".l llllon Colla r s r. ow. " 

"t>::.l. ...• 

!:Jr rr·1 P.o.klns P.ncl I hP ve 1'-<!en llll thr.,u;;h : !'.vt 
i !'l :::i:!:_l ei:d on t h e dlstrib•Jtion c. f ~o~d , &:ld e l se. 
?!'! r he c.;.~c :t1on o~ t l:eir ue i nt; thl' mlddlernGn . 
Ti'." : •··~ ' ve StO)ped . 

Bu t you t a lk t~ Cll f . 

I'll co th:> t . 

I understand l t , bu t I ' o a f rslo ! ' a Bb~n J~ . 

All r1g:--.t , s ! r . 

• 

' 
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~cemb~r ~c . 1941 
5:2& >. m. 

72 

J!•: Dr. L:.tbln ca lled up J ue t not: . He said t here are 
e o~e ~eoole o ver a t Leon Hende r son ' s c ff1ce who 've 
got the i d ea that we nhoul~ d i s tribute the Govern­
me nt ti r es tha~ we buy t hr ouGh the mldci le:nan, i :1 
or de r t o kee9 him in business. 

Cll~tc r. 
. R e1t : 

,. "-· ....... . 

. Jr: 

h~:Jr: 

:. Jr: 

I eeol . 

So I sP i el tht> t I ha6 e. hArd and f as t r ule t hat ·•e 
di C business w~th the foctorles dlrec t a nd no 
::lddlelllen. 

Tho: t'c so. 

And I sale ;h~ t I wa s absolut'!l;; oooosed to i t, 
o:.lt they cc:.tld talk t o you. 

Very .;ood . 

So - but I ,l:.tst 1<'1\"' t e~ to tell you t :U. t I gavl" the•~ 
no encoura~ement - tn teet , told t h e:n thAt I wa s 
a'beolutel;t O'>pos'!d to 1 t , an~ h,w the hell wae I 
goi ng t o jus tify be!'ore Congrase thot «e use the 
mld~lemen because Leon Hender •on doesn ' t ~lve t hem 
c. ny t1ree . 

·.ell , thAt's Eo . ·:~e hnvfl' con tract E' , yo \..4 l(OOtt.', \\'it:-t 
all of t~e tire ~anufec~ ;~erE . 

I lulo· ·• 
on t ho:;; 
?l!r ce rn 

:low, wh<- t they ··.a n t to do le t o ,.e t l n 
and I '""n' t 1noreat e o~r c" s t 'b;; 25 •r ·o 
~ro~lt ~o the mid~l~~en . 

·.:ell . t hlt t. • s e;.oactl y 1 t . T~a t • e eyac:ly the ~c 1 nt. 

" Jr: No . 

:f.'Jr: 

AnG I ' ll 'be blPd t o see h im - wl l l ~ g £t tn toJch 
'<1 th hlm? 

iio , t~ey' re go 1 ng t o onll you; but I wan ted t1 1 H 
you know th& t I t ol<: hi m I' m Bb~?lu t ~:!.y o:mo;;ed t o 
lt. 

'oe!l , ver:· good. 
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So d~r 't l et anybody tel l you any tnln~ el se. 

Fine . 

Ar~ we going t o be abl e to s~ t the tlre e f or th~ 
Gover nmen t c~ rs? 

I t h ink so . They hvcl the though t over ther~ that 
any Gov .. rn'll ~n t age ncy that •.ant s ti r es s h-:.uld ge t 
them t hrough ~!'le e e l-'CIIl r a tion i n.; bor res . 

'c P • 

?3 

. \nc I to l 6 t heo , r athP!' lfe t old th~m . t hl> t was ..... 

·: .:r: )h , r.o . 

.:r : 

... .. thP.t nes r 1J!.cul t"'"' , becoue ..... 

Oh, Leo~ Hendercon • ~ o~ t he !O~t , a~~ I'm not 
soi~b t" l et hi~ u~e us . 

Oh , no . 

'"e ' 11 .,o ahead wl t h our ue1.nl Gove r nment ,,ur c:r.<. Unt. 
·roce<lur e . 

Ths t' s exectly i t ; Pn" .;h~r: 113 ge t t he s e t'i(;ure~ 
tOBether , t hen ~e ' ll of fer t his os one th l nb . 
rl!!:oe s.r e the al l - over reoulre,:;~nt s . 

J " ., e~oh • 

... ... . " .. 

... ' 
. '"r: 

Ti'".en , of' cour fe , \.le '1~~ r !; ~~oln& each or the G(t•Je:rr.."'e-:t 
n.;~~.J~1ee t:-te:,~ ' v e t~' t ~:> Jut tlfJ what ::". €j' T.\'D~ t : 
•··e' r e no t t;o l ng to t,lv '! t'<;!lt. j"J ~ t \\!lJt theJ c2k !'.Jr . 

. el: , I 'u. no 't tso l nt£ t.o •>Ull Leor. ' E c"'lee:nuts I)U t 

of the fi r e . 

'!es . Ye~ . ··:el l , thl't 1~oul~ be h-:.~ . I i<nOiv . 

• 

' 
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Thank you. 

Yea , a1 r . 
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TREASURY DEPARTMENT ?5 
PROcUREMENT DIVISION 

(,# TH IIt D IRCCTOA WASHINGTON 

Dece.mber 30, 1941 

KE!LOIWIDUV TO THE SECRETARY: 

The attached draft ia the proposed order which 
we will have mlaeographed and ready for distribution to­
daT• 

The language of the order will permit determina­
tions both as to purchase polic1, which ia contained in 
Executive Order 6166,and OPK authorit7 with relation to 
availabilit7 and should provide a workable control. 

Consolidated purchases will be effected in furni­
ture Januar7 1. Information as to total requirements for 
automotive equipment, alao tires and tubes, is now being 
obtained and wa will start aurve71 on heavy equipment, 
also selected items of electrical equipment, likewise 
chemicals, within the new few da7s. 

The attached order is sat l sfactor7 to Mr. Kac­
Ieachie. If 70u approve it will be released toda7. 

;.,r4. 
t6n '!, ~k-:r 
of Procurement 

/ 

• 

' 
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ln order to coordinate t he procureaent of itOCtl or aup:>ly or 

a oo:aerclal n~t.ure and u oi d compet i t ion between Gonrnaent ac-nol., 

eoettr i ug t heir requir.cento f or supplioe, ~:~&t.erW and equipaent tl>at 

ar• beooains increaaingl J ~1!!1cult to ootain, tho following pol10J 

"•• boon eat abl11hed in conJunet.lon rlt.b t ho D1rla10ft of ?ur chae .. , 

Oftlco of l'rodllet.lon ltanag.....,t. purll\l&l\t. to tho prorl.siona of Encut1ft 

Orc!or No . 6166, dated Juno 10, 19.3.3 , and t he Rof1Ulat.1ona CoTorninc the 

01"'rat1ou of t he Branolll of ~pply, Procurement D1rle10D0 'i'roesury Dapa.rt.-

mont, a pproved by tho Proeidont April 12 , 19)5, 

1 . ill Govonu:umt agonoiea ahall furnbh forocaats of neodo for 

t.l1o balance of the fiscal year for oelect.od l:l&jor iton.o to be f!os1gnrtod. 

2 . Purchaaoe of such ..,.jor ito.•• ot au~J>11 rlU be oonaolidated 

•I ~hor in tho Proc:uro:oent D1rla1on or in one or ao:-e execut ive depart.-

'*>~J 0 duo C01181dorat1on he ine gben to t.nJ atat.ut ee aut.horbin~ a 

• •t"ifle agoncr1 to procure t he particular C01:11!1041ty and the &YBU.bU Uy 

J, o:.,cial h cU U y for tho purohaeo of t he cOIIUOditJ, such eonooll.rlat 1011 

) , The procurement of ouch requirot~cnta rlU bo coordinatod wi t h 

:• a D1v1a1on of Purcltasea, Office of Pro;luotion llanogemont, so t hat thtre 
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U1 be adop~ed the ben ._,. to prortde Oo•-~ acmeiea rl~ 

~ oir .,oential neoda of the dea1cnated an iolea 1n t.he light. ot ~he 

•••1lab111t] of such anlclea. 

H. Morgenthau, Jr. 

Initiolled by '\;; 

LB 

• 

' 
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TREASURY DEPARTMENT 

THE ADMINISTRATIVE ASSISTANT TO THE SECRETARY 

WASH INGTON 

December JO, 1941 

Dear l!r . Sec ret.ary: 

ijy associates and I eenuinely appre­

ciate the nice expressions in your letter 

of December 29, 1941. 

1'/e all join with you in the definit e 

hope that the coming year, which will be a 

toUBh one, may nevertheless be a victorious 

one. 

The Honorable 1 

The Secretary of the Troasury. 

?8 

·....._ 
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ntC COMMANDANT OF TH£ UHrT£0 STATES COAST GIJA.RO 

WASHINGTON 

30 Deceaber 1941. 

JC:r dear llr. Secretaey• 

I appreciate more than ;you will 
know 7our ld.nl1 and tho~~ghUul nota ot 29 
December 1941, extending New Year• a greetings 
to the Coaat Guar<l. 

llq I again eq 1 t 1a an inspira­
tion to work under .JOur 1eaderahip, and on 
behelt ot our eveey of ficer, ll&n1 and civilian 
emplOTM, I reciprocate ;your jlOOd wiaheo tor 
bett er dqa to come. 

F a1 thtUll.;r ;your a , 

lion. Heney 1/orgenthau, J r. , 
The Secretaey o! t be Treaauey, 
lfaahington, D.c. 
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ASS ISTAHT SECRETARYO~THE TRf:ASURY 

WASH I NGTON 

December 30, 1941 . 

Dear Mr. Secretary: 

For those i n my office as well as 
myself I wri te to thank you for your kind 
note of December 29. Ou.r hope for the 
new year is that we may merit your continued 
confidence and with it go our most sincere 
wishes for your personal happiness and for a 
] ear of victory. 

Sincerely yours, 

The Honorable 

The Secretary of the Treasury. 

80 

Regraded Unclassified



81 

ua .. .,. .. ,,· u v 
t{.,tUt.\\'I .~U .. t•UI.,-,.tSU 

otl Jtf J 11• UH 

W.'UfiiiSCri"Ct~. n .O. 

Utili' 1tflf 

Deceaber 30, 1941. 

Dear Ill" . Secretary• 

on behalf of the entire personnel of th1e 
bur611u I extend thanks and apprec1Ation for your 
........ or Dec81llber 29. 

The 8111ployees of the a.reau of EngraYing &114 
Print.ing rill aol•e any issue that Ueo &bead. 

A copy of your letter and rq reply rill be on 
all bullet tn boar<la this afternoon. 

Sincerely yours , 

~ A. W. llall 
Director 

The Honorable, 
Tho Secre tary of the Treasury. 
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O.ar Wr. Ber Un: 

The •re I thillk about 7W7 - aoq, 
the .ore I wcmder hGw JOU enr -~>M to clo 
the job 10 wll. 

It waan•t an ea17 aaaigament to aake 
people aing about taxu, but 70u han dou it 
buutitullJ, and you han a lao hit the 111.11 
on tha head aa tar a1 TreaauJ'7 polio7 ia con­
cerned. I mow that the aot\g will do the 
countr,r a great deal o! goocl. 

We are in fOUJ' debt again, not onlJ 
tor the aoog ittelt, but tor 7our UD!aillna 
willlngaeaa to help. I appreciate JOUP 
contribution aore th~ I can •a¥· 

I u looking forward now to beariag 
the recorcl whioh you are baYing aade. In the 
~eantiae1 here are_, Yery beat wiah•• to 70u 
tor 1942. 

Sincerely, 7 
J ~77/7l, </. •, :;L 

Ur. Irvinr. uerli~: t1 
799 S.nnth Annue, 
llew York, N. Y. 

FK/hkb 

12/30/41 AIR r ,'.IL 
SPECIAL DELNERY 
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Deo..,ber 2&, 19U 

I PAID III D!C QIE ! AX !a>AY 

Wordo and l.'lllie By: 

"J!PSE -
I ~AID '1'0 l'Y UliC!.Z SM! 
" OlD J.:All T AXBS HERE I AI!' 
A!'D l~ -- \'IIJl GLAD TO SEE li:E 
LC .. i:." 3'UCKETS THAT ' S liY S!'Em 

!.!~, StALL P!IY YES D:OmD 
30T GEE -- I ' lo! PROUD IJl CAll BE. 

CHCI!US 

I PAID !.lY INO<n! T U TODAY 
I'll ami alE 01' I!ILUC!<S UORE 
:,l!(l5£ IJJCtul HEVD! WIJl TAI.!D 88!"(1\1 

A TK!. I ' l l VERY GLAD TO PAY 
I 'lo! SQUARED UP '."liTH THE U. S , A, 

EVDIG BE!tl.Di 

YOU ~ll:: '1li0SE BCl!BERS IN THE SHY 

RCX:Kl>F'Zt.!ZR I!EL?ID TO BUilD THR! , SO DID I 

I PAID l..'"{ DICCl:E T U Ta>I.Y , 

2td CHCllUS --·-
I PAID l.!Y INOOl:E TAX Ta>AY 
:. THOUSA11> PLAliES TO BCI.:B BEP.IJN 
'!'IS{' U. ALL BE PAID FOR A.'<1l I CBI?PED IN 

':HA; CE!r. ' !ILY l!AKES 1.!E FEEL Ot:J.Y 
TEll "HOUSAND I!ORE 11110 THIS Alll' T HAY 
.:; l:'UST PAY FCI! THIS liAR S<».!EEIO.V 

I'!:CLS SAl TIJ.S '."iCI!Pll:lD BOT HE I;:I!!1T 1fQ1 

I PAID !l! INCO!:E TAX 'ra>AY , 

31'1 CF!lP.tJS - -----
I PAID l :Y DICOUJ T U T a>AY 
I I l!'IEP. CARED >•llh'i' CotiGRESS SPEIIT 
?liT J.a. I 1 LL IYA'l'CH ~ E\"RY CE!n" 

!:'(A! DE EVIRY 3ILL THEY PAY 

~P.EY 1 LL llA\IE TO 11:"1' 1JE HAVE ll'l SAY 

I ', FOl'E 'l'HE TREIJli.IRY TO GO b UJ,V 

CIPF.'l!L !P. , I!EliRY JUI/lCIR 'i'~' S lo!Y DOWB 

I PI.ID l..Y INCCl:E TAX TCDAY , 
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Kuhn's memo on the Westinghouse 

rt i senent and Kr. Robertson. 

Secretary Korgenthau 

Ferdinand Kuhn, Jr. 

85 
tNT 

ION 

DATil: 

December SO, 1941 

This advertisement was written by Mr. Robertson 

himself, as it is an excerpt from a speech that he made in 

1939. I am told that he wri tes his own speeches, and believes 

in the value of ringing statements of this kind. 

Robertson himself came up from humble beginnings in 

up-State New York. He sold aluminum house- to-house, was then 

a school teacher, and came to the Chairmanship of Westinghouse 

from the practice of law. He is said to fancy himself as a 

rail-splitter, which he isn' t , but I am told that he approaches 

it. He is a big man, about 6' s•, about fifty- eight years old, 

and has always taken an intense interest in the advertising 

department of Westinghouse. 

I can get more information about him, including 

copies of some of his speeches, when Mr. Uahan gets back to 

V!ashington from New York tomorrow. 
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This is an excerpt from oo oddteN delinml 
before the CindMoti Ownber of CoDUDeree oo 
Mosdl 3, 1939, ood ""'" empbotiwly repeoted. 

I 
.would like to see all of us now 

rededicate ourselves to our coun· 

try's cause and say, with Adams, 

Franklin, Jefferson, and the others 

who founded it: "We mutually pledge 

to each other our Lives, . our For­

tunes, and our sacred Honor"- and 

from this time henceforth we are 

not business men, consumers, capi· 

talists, or employees, but Citizens. (f 
- LA·- ~ ( / < { ,..( r f 'r 

A. W. ROIIlTSON • e~o.~.- ol ,_ a-<1, W"""'-"- llodric A---- '-1' 
( I I 

I t I 
l -I 

I 
/,. ., I J 

Westinghouse 
( l . 

\ 
\ 

I 

• 
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DeciiiOber 31, l 9U 

Conference in l:r. White ' a Office 
December 30, 19U 

12t00 !loon 

Present : l!r. 7ihi te 
J.:r. Zol toorsld. , Polish Embassy 
l!r. Ullmnn 

J!r. Zoltolfsld called to pa;y his respects . He said that 
hs is the Polish Co=issioner tor Lend-Lean, that he has no 
ofticial business a t this time, ancl that he u;r call on the TreasW7 
later to ask its help in ti.nancinj: Polish clollar expenditures . 

87 
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D£C 3 0 19.41 

uCbrr . :ulc; ud . cU o 

'd•e Joi nt Co!:'cl tlee on l ~Lport&tlons o! t he 
i. r :.r, .• ssociations of ,Jllorioll 1-A.VO r ectueotod ua to lie ann 

L .o L, ~rt~ot illn of ecrtdll scler. t ll'lc IUld r erearch porioJlcala 
.r.u orL.tJV w:d ver::JJU~-ci ~cinutod cou..triu durln[. the , car 
.~ h . ,~e ~o~ttee tas urLod LL .. t t iles of le~rned ' nd 
,c • .: •. U lc journds i n • .~:ori cll.ll librar i es be ke.:t co:..1 l eto 

.;r · cr Lo li.b l ntUl! reau.rcb f aclli tie a !or defense 
~ .. uetries . IL is estiu.ted t J.&t t},e &. aolut.e cinii::u;.. coat 
,r .eccs~...r; ,er lcdi c:c..le ill .2..N,0.}J, Tl,e . err...n ~ul.lishers 
,\c l... lcLted t o t he C.or.::Utt.ce ti.~at all aubserL lions Luat 

.e ~oi 1 ~r i n v..: VE.uce um! in i 1•eo d~llut . · 

. I.e Joi nt I. Ot:~..ltlee on lmt-~ r lLllons rc~re~ents 
t o •. ol·icllll il.r ur; \ss ... c l ntlon , t !.e . ..ssocic.tiou oi ~ol~o,,o 
k .~ • •'1CJ·onco • i !.r r.ri os , t ho •. s soci ution oi t.WI' ! iLr~or•ios , 

o .:r.vclt.lioll of l.c&ouoh . l brn.rios, t l.o ., edicd i il. r t.ry 
.L .• cit.tio:l , l1.e :.uoic t il.nr, ,Jisvclutlon end t ho :r•eclnl 
l.I'Ll , . .:;noctc.t.ioo (inJustr!.ul iir ._s , Lt.nJ.:.s , i nsur tt.. ce 
··." .ic:. , etc . } • 

.. rvre:-o:t t~ the of the . OJ re i 1 n . Wl~s c.ntrwl 
._~. LJ., , ot in t~t.cL ,, itt r . rc"i -~1.: • " "· eish, ..no 
r . .. c e: is l. ~e:erre;.. L..ir. to ..,r . ut .. er VL .s, .xcc .. t:\'o 
•• rt.J· ~ .. u , lor dscus sLn of t1.is 1 ro.lc. • . o.o \ l t: r of 
1 • \ w.s c.t., Le set forti. WI 1 ollc.\,s : 

_:~cJa 0 1 t !le l it on lure t~dc!. it 11; ro "~e~ l " 
i crt will ru..~c i..;;vrt.t.n t. ir~ct cr i nci rec t 
CO!Itri uut ion t o OUI' v ur cfl'or t . r . ~v..ca cltod 
l •.o follcwi n:. t1·.o OXb.L.1 lcD : 

\o.) 1.1 ticle~ "1 •eur in.., lh t er:_,.n ,.~;licat: •.• s Jn 
.ir rdd , recu\.t lone t.nd ci\ i lin1. tici c:.se ~..~ L..uc. s 
•. u\e teen 1.ho l ost"l.ed •Jlli , hon t u t be .f lice 1or 
.i.\ CiiUl . C.Clll&O • 
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(I.. ) ,Ji lll'ticJ.._ 1.:; .-earinl i n (i. vOl'~IU, ~Ui:lication 
rell. tln t o tl.c cvoatr~ocllon of tL."'-s l.as ~e e.1 , ut 
l r.lo f.lle hunds ol' l.r.oric..n con. •. llJ. les onvt...,. <Jt: in 
LWlk i·I"Oduction. 

~ . .ucl<.d.. u.un., liLrW'l ca u;,d col-i t teec li.l"e co;.., u .ini n, 
L.;. t their r e:;ec.t c;, -..oa aro una\,lc lo , r oc1.r c t.,e 
.ecessar. JU1llcutiont. r , _\:.,,c .. ent~cr.e.l in 
W'l. cul !U' r eoi.:.c1. t l::l:JL..t. .J L l"'~r..; , r. •• , i s 

: .. U.: r - ..:! J~ Le . t.tl ot.t..l .. caew·c .. 1.0 -.i t t oe • 

.-. r . - Vw;.s sW.J tue ll..r l..l"., 01 ~. o .• , ress l<L..:c.:! 
.LV.II't..!.l, 1.1 :>~. ll.e ,.r o o:;h.l Of t he J~ir.t v:r-.J. ttce 
~-~ I- ... z·tt.tlons ~.:...: ot.l' i.e 11ould !.ave - o •.aoiit.U.Ju 
~t w1 in reco::.._.!t ..... in C:.1 t·ovt.J. 01 t •. eir re.: .... o~ t . 
. .. ~ . c l..l"t:..ent 1!. t ut c l,ua ~.:lso in~lc1.te~ lts 

.... r.1o~.l . JJ· t.:.e r o OZ <ld lr. .. ortl.t .iJnc . 1.1' •• • t.._ro~ . 1.u 1·.1u 
I'.CO.: l:. .clco ... b e t i:.e ~u. ocr i, Ltonc Lj. I"O>ec. II/ t .. e .J ... L L ' 

~"~ .... ~ltve .. 

j B1&At4) J, ~. Pehl q 

~) • · B. roler. lr. 
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'!'he Honorable 

Tha Attorney Gonoral. 

11;r daa.r Ur, Attorney Cenoral; 

receipt o! your letter o! llec:o::ber 29, wit.'l .mich ll1l3 

enclosed a c:opy or • con!ic!an Ual d1roct~ va iocuad b:r 

~he President on Uec:er:.bcr 2) , 1941 , conteri~ i.'l the 

f'edoral Bureau Of InY03t1t:a t1on the rellpon01b111 t:' !or 

1ntell1r.ance work wi thin t."" l!oat.em I!OIUsphoro. 

Yory truly yours, 

norbert. 11. Gaaton 
J.ulat.&llt Seeret.&r7 or t.'le '!'re=Jry • 

Copy to Secretary's Files, toaethor with or1c1nal 
incoming letter and copy o! diroct1ve of the President . 

Q.-4.-~ ~ ~ q~~o~ f2 •JI ·'~ ' 

HEo/c:an 

' 
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90mDPJI,U, 

OOffitr Df liJt !Jlonttv Cimnal 
llu!Jinghntli.Ql. 

!he loDOrallle 

!he leeretaey ot tbe !'rMnJ7 

1fT 4e&r llr. s.or. ,...,. t 

:J7 41not1ou ot \be Preo14eut I eueloae t or 

7WJ' htor.aUoD a cop7 or a coDticleDUal 41recUYe 

1e4eral :tareaD or luTeet1cat10D tbe reapooa1b111\7 

tor 1utell1puce work v1th1o \be 'lf11hro 1!•1apbere. 

11ucerel7 7oura, 
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c.IIIJ'II)IftiAI. liliiUflf& ts11D 011 -- 2)1 Jt41. II tu 

pJ\S&II)lillf !0 11111 IIIAll5 OP fill OOf- IWUII M- tpwaqp 

CXliiCWIZh 

Ja 11 r ' mm .S.Ul ,....S.. ~tim F' 111 

...,._. ol ~ ...... liP 0 lp l tal I=ts]UI- ...U. 

-tac tM --.n Pad zt .. 14\al ~ Ia lllda, C ' "'l 

~-, ... ... ,,,_ ......... _.,,,, om.Lala 

ot t.a-..wt.. 

Ill ....._ to law all r ; "ntt,7 •IIIIP-,..111 Ia t111o 

~eclenl ~ ot ~ Ia *-~. I...._ ;; cue 

\1111 IU'IWII-' u.l ,......n \be ....... ot oU Go ow I ll ; 1 ' .. 

... ... ~ -· c to ~ d1niiUT .S.tal tim .......,. .,._ at 

~Sa 1 u • .S.tal.., ~ artt .S.Ulla tim 

....... '"'" ..... 
fta Dlrwtor ol Uuo ~ ...,._. ot ~ S.. 

~&~t.borlae4 cal. ~ to - - MU\S. ot tim tll1ofa ut \lie 

Taliou late''' 1 1 -~- c.pa Pl .. 1a \be'-'-- Bml j? o 

1114 w oola\oSa u~ atll Jllt.elll&- ' ' rl• upw .... Ia tale 

T.oo\em "-' .,._' 

(I~) r.-k1Ja De • I l'n:l\ 

• 

' 
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TREASURY DEPARTMENT 
Washington 

roR RELEASE, MO~NING NEWSPAPERS, 
~ueeda~i December ; o, 19~1. 
H/29/ 

98 

Press Servi ce 
No. 29- 33 

The Secr etary of the Treasury announced l ast evening that the 

tPnders for $l50, 000, 000, or t hereabouts , of 76-day Treasury bills, 

to be dated December 31, 19~1 , and to mature March 17, 19~2 . which 

were offet·ed on Dec ember 26, were opened at the Federal Reserve 

2anke on December 29 . 

~r.e det ails of t his issue are as follows: 

Total applied f or - $317, 107, 000 
~otal accepted 150, J04,ooo 

Range of accept ed b1ds : (Exceptins two tenders totaling 
$50, 000} 

- 99.961 High 
Low 

Average 
Price -

- 99 . 927 

99 .935 

Equivalent rate approximately 0. 155 percent 
II II II ' 0 . 346 fl 

II II II o. )10 II 

(65 percent or the amount bid for at the low price was accepted) 

- oOo-
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U1UTLD STATES SAVI-NGS :BOliDS 

Coapar~tlve Stat~a~ ot Sal •• Durtac 
La.et. Twen.t7- three B·u.aloeee Da)'a of December, November ud. Oct.ob•r 191n 

(October 6-}1 , No•omber 1-29 , Decesbor 2-29) 
On Beale ot I ssue Pr-ice 

(.UOunh 1.11 thouundo or dollaro) 

Saloo .U.Ount ot Incr ea .. Percentage of Incre&ao 
or Decrea•• H or Docreaoo ~-l 

Itea December llo ... mbor Doce•ber llo,.•bor 
December lloYomber October oYer OTir oYer 01'0r 

lioY111.ber Oct ober JloTuber October 

Serl e a I - Poo t Of't1ceo $ 92,176 $ :H.997 • 34,694 $ 54,161 $ 3,103 142.6~ 6.~ 
Ser1ee I- B!Uiko 210,172 71,476 70,441 1}6,694 1,0}7 194.0 ~ 

Sorloo I - Total 302.350 109,475 105.335 192,87~ 4,14o 176.2 }.9 

Serloo f - B!Uike 26,162 16,978 19,133 9.20 155 48.5 - o.s 
Serle• G - B!Uiko 1}2,562 105,035 99.548 27.527 5.487 26.2 5.5 

Total $1163.09~ $23p87 $224,016 $:!29 ,6o6 * 9.471 98.~ - 4.~ -
Otrlce of the Secretary of ~he T·reae1:1ry, D1Y1slon of Re•earch and Statlttico. December 30, 1941. 

Source: All ne;ur .. ar~ del)Oslta l'ith the 'l'reao\trer o! the Unlt.~t\ Stateo on IICCOW>t of proceeds 
or ooleo of United Stateo oavlnco bonds. 

Note: Figures have been rounded to ne•xest thou•and ~d wll1 not neoeeaarlly add to totals . 
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U:1l':'ZD S~":'...:Z SA \"!Uj S DO::DS 
Dct11y S:Ues - Dcee:.1ber 1.341. 

On &s i s o~ l !:~ue ?rice 
(In thou:~ds or dollAro) 

Post 0If1ce 
Bond Sales B=k 3oll4 Sales All :Bond S..l• 

llau 
SerlM E Seriea E Serleo l' Series G total Sorlea i Serieo l' Seriea ~ To tel 

December 1941 I 
1 $ 2,976 $ }.904 $ 1,}}} $ 7,220 $ 12 , 458 $ 6, 880 $ 1, }}3 $ 7,220 $ 15,4}4 
2 1,229 2, 592 62} 5.750 8,964 ~, 821 62} 5.750 10,193 

~ 
1,510 2, 7}4 870 5,289 8, 893 ,244 870 5,289 10, 4o3 
2,411 4, 0}6 726 7.530 12.292 6,1147 726 7.530 14, 703 

5 2,015 4, 805 1,152 12. }57 18,}14 6,820 1,152 12.357 20,}29 
6 1,001 2,29} 656 2, 776 5.725 3.294 656 2,776 6, 726 

s } ,282 4, 764 1,011 ~,810 9,~85 8,046 1,011 a,810 12,866 
9 1,828 }, 877 601 ,996 9. 75 5.706 6o1 . 996 11,304 

10 1,651 . ~. 566 491 2,612 6 ,668 5,217 491 2, 612 8,}20 
11 1, 909 ,763 719 ),42} 8,905 6,672 719 3.423 10, 814 
12 2, 773 5, 012 658 }, 768 9.4}7 7.785 658 }, 768 12, 211 
13 2,767 5, 0}0 564 2,120 7. 7}4 7. 798 584 2,120 10,501 

15 7,185 11,679 1,022 4,462 17,162 18,864 1,022 4,462 24.347 
16 2.11a 3.956 89} 1,901 6,750 6,o6~ 893 1,901 s.s63 
17 4,.16 9. 750 1,180 6,)27 17.257 1},91 1,180 6.)27 21, 421 
18 5. 382 u.630 1,}}7 6,826 19,793 17,012 1,}37 6,826 25. 175 
19 ~. 995 10,205 1,172 5,214 16,591 16,201 1,172 5,214 22.586 
20 ,091 11,890 1,270 5,921 19,061 15,981 1,270 5.921 23,172 

22 10,916 2},269 2,490 8,067 33.826 34,185 2,490 8,o67 44,742 

~a 4,393 10,642 1,972 6,831 19.445 15,035 1,972 6,831 2}, 8}8 
) ,613 13, 065 1,629 8,900 23,613 16,698 1,629 8,900 27,226 

26 9.593 29 .~}4 }.5}6 10,076 43.547 }9.527 3.536 10,076 53.14o 
27 } ,50} 6, 12 530 } .255 10,197 9.915 530 3.255 1}, 700 
29 } ,060 }7.661 3.o6o 10,353 46,513 

Toto.1 $ 29. 515 $1 9. 782 7/l, 7 
Offi ce o! the Secretary of the Treasury, Diviaion o! Research and Statistiea. 
S'lUI"ce: All !l~s are deposito vith tho Tfto.a\U'er ot the United States oc account o! t>rocaec!s of sales 

o: United State~ oaT~ bocds. 
::o~e: flcureo h3Te been rounded tO Dhreot Regraded Unclassified



COJ!Jl)l\rntive Statement of Sa1ea Dur1n,e 
.J'ir•t. Tve.nty-three Ju.lneas Days of" December, november n.nd Oet.ober , 1941 

(October 1-27, Noveober 1-29, December 1-27) 
On !Asia of I ssue Price 

(Amounts 1n thouaN>ds of dollars) 

Sa leo .Acount of Increase Percentace of Increase 
or Decrease ~-2 

Item Dece::ober 
or Decreaoe (-2 

lloveober Deceabe.r 
Dec&:~ber llovel>ber Octo')er o ... r OTer over 

llovember October lloveaber 

Series II - Poet Offlcee $ 86,301 $ 37.997 $ )6,1129 $ 48,;o4 $ 1,568 127.1~ 
Series :i - llanlca 189,1!29 71,478 69,616 118,351 1,862 165.6 

Series 1: - Total 276,130 109,1175 lo6,o46 166,655 },429 152.2 
Serleo :r - Bo.nlto 26,455 18,978 19.650 7.477 672 39.4 
Series G - Banko 129,429 105,035 10ll,902 24,394 133 2}.2 

Total $4}2,014 $2}3,487 $230,598 $198.527 $ 2,889 85·~ 

Office of the Secretary of tl~ Treasury, D1v1olon of Research and Stat1ot1co. 

Source: All tlgurea nre d~oelte ~lth tho Treeeurer of tbe United States on account of ~roceede 
of onles of United Stnteo onvlngo bonds. 

llote: Figuroe hove boon rounded to neerest t housand and will not necessarily ndd to toteh • 

• 

llon~~ber 
onr 

October 

4.3~ 
2.7 

}.2 
3·4 
0.1 

l.J~ 
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- --Poet Of't'tce 

Date 
Bond Sa1eo 

Series E 

Dececbor 1941 
1 $ 2,976 
2 1,229 
3 
4 

1,510 
2,411 

g 2,015 
1,001 

8 },262 
9 1,828 

10 1,651 
ll 1,909 
12 2,773 
13 2,767 
15 7,185 
16 2,113 
17 4,164 
18 5,382 
19 5.995 
20 4,091 
22 10,916 
23 
24 

4.393 
3,613 

26 9.593 
27 3.503 

'l'otal $ 86.301 

Series :E 

$ 3.904 
2,592 
2,734 
4,036 
4,805 
2.293 
4,764 
3.877 
3,566 
4,763 
5,012 
5,030 

11,679 
3.956 
9.750 

11,6}0 
10,205 
11,1190 
2},269 
10,642 
13,085 
29,934 
6,412 

$189,829 

tP.'Iil'.ED ..;_,7J..3 la'."J.t::;~ DOUDS 

D4ll7 Sales - Dec~~ber 194\ 
On Ba•i• ot I ssue Price 

(In thousands of 4ollaro) 

Bani< Bon.d Sa1ee 

Serieo 7 Series G Tota1 

$ 1,333 $ 7,220 $ 12,4511 
623 5.750 8,964 
S70 5,289 8,893 
726 7.530 12,292 

1,152 12,357 1!,314 
656 2,776 5.725 

1,011 3,810 9.585 
6o1 4,996 9.475 
491 2,612 6,661! 
719 3.423 8,905 
658 J,J6s 9.437 
584 2,120 7.734 

1,022 4,462 17,162 
893 1,901 6,750 

1,11!0 6,327 17,257 
1,337 6,826 19.793 
1,172 5,214 16,591 
] ,270 5.921 19,081 
2,490 8,067 33.826 
1,972 6,831 19,445 
1,629 8,900 2},613 
3.536 10,076 43.547 

530 3.255 10,197 
$ 26,455 $129.429 $345.713 

Offi ce ot the Secre tary of the treasury, D1Tio1on o! Reoaarch and Stat1ot1co. 

All Bond Sa1u 

Seriea :E Series 7 Serieo G fo~al 

$ 6,111!0 $ 1,333 $ 7.220 $ 15 ,434 
a·ll21 623 5.750 10,193 

,244 1170 5,2119 10,4o3 
6,447 726 7.530 14,703 
6,820 1,152 12,357 20,329 
},294 656 2,776 6, 726 
8,046 1,011 ),SlO 12,1166 
5.7o6 6o1 4.996 ll,3o4 
5,217 491 2,612 11 ,320 
6,672 719 3.423 10,1114 
7.785 658 3.768 12,2ll 
7.798 584 2,120 10,501 

18,864 1,022 4,462 24,347 
6,o69 893 1,901 11,86} 

13,914 1,180 6,327 21,421 
17,012 1,337 6,1!26 25,175 
16,201 1,172 5.214 22,586 
15,961 1,270 5.921 23,172 
34,185 2,490 s,o67 ·44, 742 
15,035 1 ,97~ 6,831 23,8311 
16,698 1,629 8,900 27,226 
39.527 3.536 10,076 53.14o 
9.915 530 3.255 1},700 

$276,1}0 $ 26.455 $129.429 $432,014 

Deceaber 29, 1941. 
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( -':Q'7 ._ .. 
TREASURY DEPARTMENT 

IN TER OFFICE COMMU NICATION 

DATC December 30, 1941 

10 Secretary 

SubJect : Supp E Savi ngs Bonds in the Field 

1 . At the close of bueiness leat nlgnt, December 29, 
there were approximately 4-1/2 mlllion nieces of Sarles E 
sevin~s bonds in the fi eld. A very large orooortion or 
tneee bonds was 1n the hands or aell lng agents but a 
considerable number ~ere 1n the mall 1n tre.nsit . ~~at or 
tne bonds in transit last night wi ll have been deliver ed 
by the close of business today. 

2. The stock of 525, $50, and $100 denoo1nat1ons 
of e~vings bonds i n the field is equivalent to about one 
:conth ' s supply, 1t apJ)ears from t ne latest data available, 
And the stock of $500 and Sl , OOO denominations i s eouiv­
alent to about a three mon ths ' supply . Data on the 'supply 
of bonds in t he fi eld are shown for the oeriod s i nce 
December 1 in the attached ch~rt. It shOuld be noted, in 
connection with using t his chart, t hat a month 's s upply 
of bonds 1n the field is not sufficient to orevent local 
anortages from occurri ng. It takes a very large number or 
bonae to keep all agents stocked up and in t oe ss~e geo­
grapr~c area agents with a rapid turnover of their stock 
~y run short or bon<is at a t i me when agents w1 th no turn­
over may have plenty or stock on hand. 

3· After it was brou~nt out in a meeting i n your 
o~fice yesterday that t here are local enorteges of some 
denom1nat1ons of savings bonds, we asked each Federal 
Reserve 3enk to •t1re us dally the number of bonds 
requ1a1tioned from them by agents thnt wes 1n excess of 
the bPnks ' supply on hand ready t or sblpment. We asked 
the ?oat Office Den~~tment ' s central office for the same 
1nfor motion . The i:ele i!Tams received this morni ng i ncUcated 
thPt last ni ght looaJ shorts~es Of bonds amounted tO 927 ,000 
!liecea . A sum!llal'y of the informa t ion telegraphed a!)pears 
l n trble I a ttaohed. 
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Secretary :!or6entoau - 2 

4. Tne snortage or bonds re~orted ln the tela-
rams wlll be taken care or by the bonus in trans! t 

ias t nlt;.'lt bet1·1een Washington and tne Federal Reserve 
~anks olus four days' ~roductlon ot bonds ln excess of 
s:>les . The Bureau oi' Engr aving and Prlnt1n6 ls now 
ueliverln~ 375,000 bonds a day seven days a week. These 
ueliverles , it aopears from latest reports , are about 
200,000 oleces a day i n excess of curr ent sales . 

;. . Tile Bureau of Engr aving and Print1n6 aav1ses 
us t tUI t t ney exnect to continue llroductlon at t ne rate 
of 3t? ,O'O a day for a week or two atter wnich 0roduct1on 
will r.se t o ~75 ,000 ~!ecee a day. These oroductlon 
11 '\Ire! , 1 t J:1GOt be noted, COlll?are w1 th a nroduction of 
:}5,000 lllecee of savln~s bonae on December 1 . Tne number 
of ~ieces of savlns s bonas oroducea since Deceober 1 
a~,ear•s by days in Tabl e 2 attacned. 

o. In order t o safeguard against local snortages, 
l.ne field stoo:t ot sav1nss bonds shoulo. be increased, 
r s you have i nalcated nrevl ous!y, to the eouivclsnt of 
thre~ months ' sales . 

• 

' 
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A OfrtS f !'(' u~rla fGr aa.v 1 .. ro -C •. L.S ur.: Ll~d ·~ Ll.~ close 
ot• l ut-l.oPt>~ , Dece-.ber ~s , 1 "1;1 

(In t .. cusenU~ ) 

----
lJe<.OILir.a t ion 

~25 'li50 -.1100 ,;soo -.il , OJO Total 

FeC.ernl Rese rve Banks 

Bos1:on 43 21 21 3 l S9 
New Yo r k lo ) l 25 j 7 ') 

Ph1lac.el ph1a 2 2 
Cleveland 9 11 ;. 24 
Richmond 11 " t. 1 25 ~ 

Atlanta 

Ch1ca~o 92 ?1 ~9 7 199 
St. . Louis ~ <; I 18 ~ 

:-linneaool i s 2 2 
Kansas City 27 17 15 ., 2 64 "' ~ .. 
Dnl las "' 4 12 0 

<n 
San Franc i sco 11 8 19 

Pc.c t ofrlcee ~·cJ 200 '100 

Total 1112 3'J7 126 19 m__ 
6f :ice Ol ;;r.e Secre t <-ry o . ..j.e Tre~e~·.,, ... n~: - :.. - ot, Ol Rcse. rc;-. cr._ St at l stlcs . 
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Day 

December l 
2 

~ 
t 
7 g 
9 

10 
11 
12 

N 
1-
1~ 
17 
1S 
19 
20 
21 
22 

~~ 
25 
26 
27 
28 
29 
30 
31 

r~unl.H.:l~ oL· n lecca ns•o~o.o.uc ed tJeeehiLe t~ 1. , l?-..1 \.o .s.c \.e 

(In tnousa.n.l"') 

!fenornl nat on 
.;<:5 J,o ~100 ..i500 9~ ,000 

75 10 25 10 10 

~ 10 25 10 10 
10 1!0 10 10 

50 10 50 10 10 
50 10 50 - -
- - - - -- - - - -

50 10 50 - -
15 10 50 - -
~ 30 50 - -

20 50 5 5 so - 50 - JO 
121 - 10 15 15 

4-4 - 70 50 -
80 - - so -
2S - 120 - 45 
92 - - - 155 
92 - - - -

120 - - - -
150 50 - - -
175 75 10 - -
166 75 25 - -
1SO S5 35 - -
220 so 25 - -
225 so ~ - -
1SO 50 - -
24o - 50 10 10 
?00 go 

~~ 10 10 
205 95 10 10 

SecretF.ry or the Treeeury , Office or the 
01v1&1on of Research ana Statistics. 

Tota l. 
all 

d • nom1nAt:tonR 
1)0 
130 
1)0 
130 
11.0 

-
-

110 
75 

110 
120 
160 
161 
164 
16o 
1(!3 
2 7 
92 

120 
200 
26o 
26o 
300 
325 
31!0 
270 
310 
355 
375 

Decembe r 29 , 1941 

""' 0 
Ct'l 

Regraded Unclassified



G:rtafarp aepartmmt 
10? 

61 NL 

SC SACRAMENTO CALi r OEC 29 1341 

<ONUK''""E HENRY MORCENTHAU JR 1941 DEC 30 foH 8 39 

or THE TREt.SURV 

WASHN DC 

GREA TLY APPRECIATE I NrORMATI ON r ROM VOU AS TO SELECTION or ~LIEN 

CUSTODI AN rOR CALi rORNIA AND PERSONNEL r OR HANDLINC THIS WORK. 

IN WI ND AS SUI TA BLE APPOINTEES MEN Or OUTSTANOINC ABILITY AND 

SHOULD L I KE TO REC J MMEND. I AWAIT YO~R ADVICE R£CARDINQ 

( C~HTEWPLATED ORC ANI ZATI ON or ALfCN PROPE RTY CU STODIANSHIP 8ErO RE 

J~WI TT lNG SUCH NAME S rOR VOUR CONS I D£RAT I ON, R£ QARDS 

CULBERT L OLSON 

COVE RNOR Or CALirORN IA 754AII DEC30 
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Honorable Culbert L. Olaon 
Governor ot CalU'ornla 
sur1111ento, California 

108 

1reea1Dg Control 

December 30, 1941 
12t45 noon 

u; YO\IRTEL THE nu:SIDEKT !lAS !lOT I!;Sli ED AliT EXECUTIVE ORDER 

~ 1 :;ct ThE OUTBREJ.L OF U .R GEL U NO ~. ITH 'l'H£ C\iZTv!JIA:61ilP OF 

J.Lli:M P';O?t.RTY etop '1. E ARE CONTitWHlC TO ACT \JNIJER OU'i'STAIIDlNG 

FREEZING CONTROL ORDERS 

S~CRETART 0? THE TREASURY. 

\ •• 1 ... 
Fl!F:BB/ 12/30/41 
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TREASURY DEPARTMENT 1.09 
INTER OFFICE COMMUNICATION 

DATe December )0 , 

TO 

,RoM Mr. H ,. 

Mr.~ 'l'll•P. n 

In t'y r eaponae to your request ot December 26, 
1939, th,re 18 aubm1tted hereWith tor the D1Y181on ot 
Researcli and Stat1at1ca a memorandum 11at1ng, w1 th br1et 
deecr1pt1ona, the s tudi es or proJeote completed or under 
way, and t he names ot persona working on each, tor the 
month ct September 1911-1. 
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DIVISION OF RESEARCH AND STATISTICS 

For convenience ot reference, the studies l isted are 
~rouoed under general suojeot heads. 

The names shown tor persons worKing on each nroject 
1ncluda only those who participated ta1r1y directiy as 
explained in the introductory note to the corresponding 
reoort submitted on December 2S, 1939. No attempt has 
been mRde to cover also persona whose r esponsibility in · 
each particular case was mai nly in planning , eunervising, 
or consulting. 

FinanciAl Analysis 

I . Projects or studies completed 

1. Two reviews or current develooments in the high-grade 
securities markets were prepared, and memoranda were 
transmitted to the Secretary on September 5 and 17. -
Hr. Haas, l·lr . Murphy, Mr. Foy, l·lr. l-latlocll:, Mr. Robbins, 
t·:r. B11rnett, Mr. Rosen 

These reviews contained, in addition to analysis or 
tile current ai tuation, the followi ng special s tudies: 

(a) Major swings ot Government, llunicipal, and 
high- grade corporate bonds sinoe t he out­
break ot t he war (Review ot September 5, 
pages 4-5). - •:r. Fo'f 

(b) Relative expansion ot bank depo sito in 
selected countries, 1939-41 (Review ot 
September 5. pages 5-7). - Mr. Hatlock 

(c) ~:atur1 ty preferences ot various classes ot 
inventors in Government securiti es (Review 
ot September 17, pages 3- 5) . - Mr. Robbins 
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guaran ee onde an no ea o n e a 88 vaa 
prepared, shoving 67 :year, mont h, and d&7, with cal­
endar year totals , the amounts outetanding, clas­
sified b7 fixed maturity i aauee and by callable ia­
auee, aooordlng to the maturity, t iret, and final 
callable dates. The calendar vae prepared as or 
September 2, and was transmitted to the Secretary on 
September 30. - Mise Lagos 

Yield rates on Treasury bonds and notea and on 
eeourltiea uaranteed ~ t he United States , were 
c ou a e 7• Y s were oompu ed on the 
baaia or oYer-the-count er closing quotati ons . These 
were awamari zed each day in a tabla shoving tor each 
iesue the oloa1ng bid and asked quota tions and yields 
t o call and matur1 ty datea on that day, the changes 
in prices and yields !rom t he preceding day, and the 
prloe range e lnce the date on vhloh tlrat traded, and 
alao !or the year 1941 to dat e. A chart tor each 
i ssue was kept up to date showing dally prloe and 
yield figures together wlth comparative monthly data 
alnoe 193~. since the date or iaaue, or since t he 
date tirat traded. Prices and yi elds or Treasury 
bonds , notes, and bills, pr e-war bonds, securities 
guaranteed b7 the United States, and aeour1t1ee or 
Federal agencies not guaranteed, will be presented 
ln a revision or the publication now entitled 
' Marke t Prloea and Yielde ot Outstanding Bonde, Notes, 
and Bille or t he United States•, described in this 
report under 1Publ1cationa• . In addition, yields 
were computed dally on tiTe high-grade corporate ae­
curit1ea and two British GoTernment iaeuee. -
llr. Moody, M1ae McCoy, 14r. Kroll 

At the reques t or the Secretary, arrangements han 
been made t o secure oeriodioall,r rrom the Br1 t1 ah 
Empire purchasing missi ons oert&ln_i~~~~~~~ 

~~~~~~~~~e~i~n~~~~~~~~~~~~~ are pre-
information, and all are tranBIIl1tted 

according to instructions by t he Secret ary. -
Hr. Haas, Mr. Lindow, Mr. Wagner, Mr. Maroh, l4r. Hayo, 
l~r. l~arcue 
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WeeKly stat ement s are received cover ing the 
itemi~ed purohaaea by British Empire Govern­
ments through the various miasi ona, and the 
itemized purohaeea made by t hese GoYerruae.nta 
with t he knowledge ot the mis s i ons but not 
through thei r taoilHies. Si milar atatelllents 
are receiYed ehowing, by itemi~ed contr acts 
deliveries made with respect to orders plac~d 
oy the Un1 ted Ungdom through the 11.1aaions. 
'!'he details wi th respect to ordera and de­
liveries are c!assitied by acme t wenty-rive com­
l!lodity groups designed especially tor t he pur­
pose. 

These data are reviewed and edited in t he Divi­
sion each week and a report is then prepar ed 
sW!Ima r l zing in dollar vol ume the int ormation 
on orders and deliveri es, by coml!lodity groups . 
'l'~s report consists or eight s tatements: ~~e 
first ~~rea summarize oraers placed by the 
indl vidual governments ot the Bri t1ah Em))ire 
tor t he current week and the totals to date; 
the next three statements aummari~e total 
ordera ot the British Emoire on an his t orical 
basis; and t he last two statement& present da ta 
on deliveri es with respect to orders placed by 
the United Kingdom t hrough the British mi ssi ons. 
These weekly commodity statements were prepared, 
and were transmitted on Seotember b, 12, 19, 26, 
27, and 30. 

(b) The Diviaion also receives each wepk the data 
reqcired to prepare statements giving the de­
tails concerning the physical volume ot airplane 
and airplane engine or ders in the Uni t ed States 
by the Briti sh Empire. The material tor these 
s t atements is contained i n a groU9 ot work sheet s 
prepared by the British Purchasing Commission, 
but it i s necessary tor the Division to consol i ­
date and coordinate the informati on contained in 
the Coooi ssion•e statements. The finished tables 
show, by company and by t yoe ot pl ane or engi ne , 
the folloWi ng information: (1) aumcary of orders, 
deliveries , and e:~q>orte; (2) hletory or orders ; 
(3) history ot deliveries; (U ) his t ory of eXJ)orte; 
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(5) eoheduled deliTer1ee ot untilled orders; 
(6) optiona: scheduled deliTer1ee; (7) spare 
parte s orders, deliveriee, untilled orders and 
option•; and (S) eecondhand uni te: orders, 'de­
liTeries, and scheduled deliTeriea ot untilled 
orders. These airoratt reporta were prepared, 
and were transmitted on September 6, 12, 19, 
26, and 27. 

A series ot six tables has been deTeloped to show 
eaoh week the disposition ot airframes and air­
plane engines inepeoted in the United States by 
the Br1 tish purchasing millaiona, and the status 
ot airframes and airplane engines on hand in the 
United States. Separate tables tor airframes and 
airplane engine • ehow, by company a.nd by model: 
(1) the disposition ot units inspected; (2) the 
atatua ot these units; and (3) the physical loca­
tion ot the uni ts awaiting export. These tables 
were prepared, and were transmitted on September 2, 
8, 15, 22, and JO. 

Reports are prepared each week ahoving comm.itments 
by the British Empire Governments tor capital ex­
penditures i n the United States and tor extraor­
dinary charges designed to expedite deli veri es. 
The data tor these statements are provided by the 
Britieh Purchaeing Commission but the tables 
actually are prepared in the Division. Tables 
showing capit al commitments were prep ared, and 
were transmitted on September b, 12, 19, 26, and 
27. 

A group ot seven analytical tabl es on Br1 t ish 
Empire orders ot iron and eteel is prepared 
monthly. Four ot these cover commercial iron 
and steel, excluding t erro-alloys and drop 
forgings , and are classified by product. One 
table covers terre-alloys and silicon metals, 
and also is classified by product. The last t-~ 
;able a cover drop forgings and are classiti ed by 
manufacturer. Statements shoving British Empire 
orders or iron and steel as or July Jl, were pre­
pared, and vera transmitted on September S. 
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Arrangements haye been made to receive informa­
tion on apn;yaical Yolume baeia tor the orders, 
deliveriee, and dates or scheduled deliYer1es 
on untilled orders, with respect to eeYeral other 
important commodities. For each ot these com­
modit1ee the folloWing tables are being prepared: 
(1) current delinr;y status ot orders; (2) h1atorr 
ot orders ; (3) h1etor:r or del1Yer1ee; and (4) eohed­
uled deliYer1ee ot untilled orders. The data 1n 
these tablee are broken dow b;y particular produota, 
particular modele in each case, and particular 
manufacturers. 

Statements ooYering various commodity groups were 
prepared, and were transmitted as tollovs: 

ExplosiYes and propellants, on September 2 
Ships, eaall boats, and marine engines, on 

Seotember 2. 
Ordnance, on September 2 and 22 
Small arms ammunition, on September 2 and 22 
Motor Yeh1ole a, on September 6 
Nonferrous metale, on September 6 an.d 30 
Shells and bombs, on September 19 
Airplane propellers, on September 26 and 27 
Chemicals, on September 26 and 27 
Sub-machine guns, revolvers, and ritles, on 

September 26 and 27 

In addi t1on t able a a r e b eing prepared on the 
following commodity groups: 

Small arms (tully automatic ) 
Tanka and tank equipment 

(g) Certain financial information oonoernlng the orders 
placed in the United States by the British Empire 
is presented in a monthly report. This report 
consi sts ot three tables, shoving b7 commodity 
groups a summary ot the status ot payments on dol­
lar ordera placed; t he history or payments made; 
and a forecast ot ruture paymente on unpaid commit­
menta. The report vas prepared, and waa transmitted 
on September 19. 
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Arrangements have been made with the Citadel 
Merohand1eing Company, Ltd., a Canadian GOTern­
ment corporation, to receive regular reporta 
showing orders placed tor maohi~e toole in the 
Uni ted States, and del iveriea on t hese orders. 
From this information the Diviaion prepares a 
report oonaiet1ng ot thr ee tables ehowing the 
ourrent statue of orders; the histor y ot orders; 
and the history of deUveriu . A report as ot 
Augus t 31, i s being prepared. 

At the request of the Seoretary, arrangements have been 
aade to secure periodically certain information regard­
ing hurchases in the Un.1 ted States by tbe Netb8r! an4a 
Pure aslng Commiaaion, and by Lin4eteves, Ino. -
Mr. Haas, l'lr. Lin4ow, Mr. Wagner, Mr. March, Mr. Mayo, 
Mr. Marcus 

Statements are received ooverlng the itemized purchases 
by the Ne t he r lands Purchasing Commission in the Uni t ed 
States, and the volume ot deliveries made thereon. 
Similar statements are received concerning the activ­
ities of Lindetevee, Inc., a large private commercial 
organi zation operating in the Dutch East Indies. The 
details wi th respect to orders and deliveries for t hese 
purc~~sing agencies are classifi ed by the same twenty­
five commodit y groups used tor reporting orders placed 
1n the Un1 ted Statee by thp Br1 tlah Empire. 

These data are reviewed and edited i n the Division. 
Reports are then prepared t or each of these agencies 
summarizing the information on ordei'S and deliveries, 
claesitied by commodity groups . These reports con­
sist ot three statements: the tirat shove the history 
or order s placed; the second shows t he history of de­
liveries ~ade on these orders; and the third shows 
the current delivery statue ot orders . These com­
modity etatementa covering ordera or the lletherlanda 
Purchasing Commiaeion we r e prepared, and were trans­
mi tted on September 6, 12, 27, and ;o. Similar state­
ments tor Llndeteves, Ino . , were prepared, and were 
transmitted on september 6, and 27. Both groups were 
transmitted accordln.g to instructi ons oy the secretary. 
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At the request ot Under Secretary Bell, Yarious 
memorsnda and oharte were prepared tor uee in the 
FridaY dtsouseion grou~meet1ng fortnightly to con­
eider matters ot gener interes t 1n connect1cn with 
defense financing. - Mr. Haas, Mr. Dagg{t 

The material prepared during the month included the 
following , presented on September 12: 

Analyses were made or recent movements of commodity 
prices i l lustrated by t hree vall charts. 

comparisons were shown 1n the firs t chart or price 
i ndexes for all commodities and tor foods 1n t he period 
1939- 41 and t he period 1914-16, on t he basta that July 
1914=100 1n the World War period, and August 1939•100 
1n the current period. 

The second char\ on t he bae1s that 1926•100, shoved 
the monthly movement of the lliCB cost-ot -11 v1ng index 
co!> pared v1 th the BLS index of U9 couodl Ue a from 
1935 t hrough September 6 , 1941. On t he same chart 
vere shown the weekly movement of t he BLS index or 589 
commod1t1ee and t he BLS i ndex of 28 baat c commodities 
from August 1939 to mid-September 1941. 

The third chart showed, on the baste that August 1939•100, 
the weekly average movement ot the index of 11 imported 
commodities and of t he index or 17 domestic commodities 
from August 1940 to September 1911-1, and their dail:y 
average movement from May 211- t hrough September 6. On 
the same chart were shown also ror each of the 2S com­
modities, the percentage price changes !rom the August 
1940 low to August 13 and to September 10, 1941. 

1. In r esponse to a request by the Secretary on Janua.r:y 21, 
that measures be taken to obtain information to assis t 
in carr:y1ng through ths defense financin g program, ar­
rangements were made to obtain ths necessary detai led 
statistics on t h e holdings of each issue of the public 
debt and ot guaranteed s ecurities by the various cLasses 
of holders. - Mr. Haas, Hr. Tioltton, •Irs. \;o1klnd, 
Mr. D. J. Leahy, Mr. Blitman, Mrs. Barnes, Mr. Alter, 
l!r . Robbins 
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A summary was prepared or the data received as or 
July 31, consisting or brier explanatory text and 
six tables tor publication in the Bulletin or the 
Treasury Department tor September. 

1!? 

The intormation as or August 31 received i n response 
t o our letter or August 29, trom 7,000 banks and 1n­
aw-ance companiea was coded, t abulated, and analy~ed. 
A comprehensive analysis was prepared, consisting or 
100 taolea, shoving this intormation, classif ied by 
type of 1nst1 tu Uon, by issue, by geographic area, by 
call classes, and by tax-exemption provisions. 

New letters vera sent out to the banks and insurance 
companies on September 29, request ing comparable data 
ae of September 30. 

Soeclal tabulation& were prepared and ware transmitted 
t o the Federal Reaerve Banks or New York and Philadelphia, 
covering ownerahi p or eecur1ti es iasued or guaranteed by 
tne United Stat es, as or July 31, 1941 . 

arrangf!Jllen ts have been 

on 
States, t he 

Reserve Hanke, and the Post orr1oe Department. 
The reports prepared duri ng September were t ransmitted 
according to ina tructions by ~!r . Graves. - Mr . Raae, 
~~. Reagb, Mr . Brown, Mr. T1ckton, Mr. Kr oll , Mr. D. J . Leahy 

(a ) Dally tables were prepared, shoving the dollar 
volume, on the basis or t he issue price, or sal es 
ot savings bonds, aeries E, F, ann G, by Post 
Offices and by banks, with totals. The first 
tabl e, prepared on September 2, present ed these 
data tor saoh business day or August, with totals 
tor the month. The next table, prepared on 
September 3, showed these data tor September 2, 
>r1th totals. Succeeding tables shoved the data 
tor each additional business day or September, 
With cuculative tot als. The table prepared on 
September 30 covered the period trom September 2 
through Seot ember 29. 
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DailY tablee were prepared, containing a com­
parative statement or eales i n September, 1n 
Augua t , and in J uly, tor each or the t hree ee­
rie• or bonde, by Poet orricee and by banks . 
The dollar volume or s ales vas shown on the baeie 
or t he issue price, together with the absolute 
and percentage changes in September rrom August 
and in August !rom July. The table prepared on ' 
September 2 shoved these data !or t he full months 
or August, July, and June. The !irat tabl e shov-
ing the compar1 eon ror September , August, and 
July, prepared on September 3, shoved the da ta ror 
the tiret business d~ or eaoh •onth, v1 th totals. 
Succeeding t ables snowed the data ror eaoh addi­
t i onal business d~, with cumulative totals. The 
table prepared on September 30 covered the riret 
24 business days or the month , representing the 
perio~s or July 1-29, Augus t 1-2g, and September 1- 29 . 

A table vas prepared on Septeober 2, shoWing sales 
or eavings bonds, aeries E, F, aDQ G, by Poet 
orucee and by banks, i n dollar volume, on the 
basis or t he is sue pr ice, in May, in June, in 
July, and i n Augus t , with totals. 

A t able vae prepared on September 16, showing 
sales or savings bon~s. series E, F, an~ G, i n 
dollar volume, on the basis or t he issue price, 
i n May, in June, in July, and i n August, with 
totals. 

A table was pr epared on September 16, shoving 
sales or savings bonds, series E, in Augus t , in 
dollar volume, on the basis or t he issue price, 
by States, and by type or sales agent, with totale. 

A taole vas prepared on September 16, shoving sales 
or savings bonds , aeries E, i n dollar volume, on 
the basis or the iseue price, by States, in May, 
in June, in July, and i n August, with totals. 

A r eport consis t ing or 150 pages, was completed 
on September 30, showing sale s or savings bonds, 
series E, tor t he month or August, 1n dollar 
vol~e . on the basis ot tile issue pri ce, by Federal 
Reserve d1 s t r1cte, by States , by cities, an~ by 
counties, all clasatri ed by sales agents ano de­
no:ll ~nntione . 
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A table waa prepared on September S, shoWing the 
estimated total value and number ot unite ot 
Defense savings stamps , olaeeitied by denomina­
tions, sold. in the month ot ~lay, 1n June, in 
July, and in August, with totals. 

A melltorandum waa prepared on September 26, ehoWing 
the estimated total nURber or purobaaara or aav­
ings bonds, aeries E, F, and. G, the estimated 
number ot purohaeera or seriee E bonde, and the 
est111Ated volume ot sales or sav1ngs bonds, E, F, 
and G, with total., trom May 1 throusn Septemb er 24. 

At the request ot the Secreta.ry on September 12, 
a chart was prepared ehow1ng monthl:y sales ot 
United Stat es savings bonds, including Datense 
savings bonds, from March 1935, the date or their 
inception, through August 19~1. Copies ot the 
chart were transmit ted to l4r. Schwarz tor rel ease. 

A proposed improvement in the nrocedure tor reporting 
salea ot Defense savinga bonds and a me thod or prepar­
ing statisti os showing direct sales by geographic areas 
were d1 ecussed with the tie cal ott1cer ot each ot the 
Federal Reserve Banka. - Mr. Reagh, Mr. Tickton 

At the request ot Mr. Graves, a proposed reply was 
prepared, tor signature ot the Under Secretary, to a 
letter dated September 8 from Mr. L. P. Bethea, 
Assistant Secretary or t he Board ot Governors ot the 
Federal Reserve System, transmitting a letter dated 
September 5, from Mr. Robert G. Rouse, Vice President 
ot the Feder al Reserve Bank ot New Xor..c, requesting cer­
tain 9ata in reepeot to sales ot sayings bonds. In 
connection with t his reply dated September 23, a memoran­
dum was prepared dated September 12, sumoariting the 
status of each statistical item requested by Mr. Rouse. -
t.lr. Brown 

Two prooosals ot the RFC that the Beoretary request 
that corporation to purchase stock in two banks were 
examined. - Mr. Barnett, Hr. Rosen 
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A table vas prepared, and was transmitted to the 
Secretary on September 10, summaritinf sales duriff 
August of Treasur notes Tax Series and Tax Ser es 

n oar amoun s , Y n v ua ancl by oorporat one. -trk Tickton 

A table was prepared, and was transmi tted to the 
Secretory on September 10, shoving sales during 
August of Treasury notes! Tax Series l and Tax Seriee 
8, i n par amounts , class fled by denomination . -
! .. r. Tlokton 

At t he request or the Secretary on September 29, a 
memorandum was prepared, and was transmitted to him 
on Seotemoer 30 on a "Proooeal for Offering 10- and 
1 -•ear Treasur Securities on Each Quarter! Date" . ­

urp Y 

At the request ot Mr . Hetteltinger on Sel)tember 12, a 
memorandum was prepared on hie memo 1~ndum dated -
Sel)tember 10, 1541, with res ct to Indian Trust Funds, 
anii vas transm1 tted to .. !r. !'!ette f inger on eptem er b . -gr. Sandel1n 

17. At the request ot AssUtant Secretary Gaston on August 29, 
aooemorandum vas prepared for the Secretary on "Excess 
~erves, Credit Controls and Treasury Financ1ng1 • The 
me:.torandum was transmhte! to the Secr e1.ary on Seotember 2. -
l·:r . Haas, Kr . J.lurphy, l~r. Foy, ~lr . Barnett 

l o. A streamlined version wae prepared ot the memorandum 
listed in the item immediately above, and was entitled 
"Relative l~eri t ot General and Selective Credit Controls rn the Present situation•. - 1-lr. J.!urphy, tlr. Foy, 
::r. Rosen 
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were prepared tor use 1n connection 
with the meetings, which were held in t he Office ot 

12L 

Under Secretary Bell on Septe1ober 5, S, 10 , 11 , 20, and 
22, and on t he last date a meeting was held also at the 
Office ot the Board of Governors. - Hr. Haas , Mr. ~!urphy, 
t:r . Lindow, Mr. Villard 

(a) Notes were prepared on a meeting held 1n the 
Treasury Department on September 19, attended 
oy members ot the staff ot t he Board ot Governors 
ot t he Federal Reserve System, Ott1ce ot Production 
1-:anagement, Off ic e ot Price Admin18tration, and 
the Treasury Department, to discuss t he question 
of extending t he priorities system as a means ot 
control t o augment selective credit controls. 

\b) A report was prepared on the regulation ot capital 
expendi tures and capital issue s by the minority 
member ot the Subcommittee on the regulati on of 
cap1 t al expend! turee and ca!)i tal Ueues. 

(c) Assistance was given in preparing a proposed 
statement t or the orese relative to the i ncrease 
1n reserve requirements. 

(d) Assistance was given in preparing the report of 
the Subco~1ttee appoint ed at the meeting on 
September 19 to consi~er the que sti on of extend­
i ng the !)r ioritie e system ae a means ot augmenting 
selective cred1 t controls. 
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At toe request or the Secretary a special field trip 
was made t o investi~ate a oomblalnt registered by 
Mr s . Eva Cohen on t e imoossi 111t~ of ad~uatel~ 
f inanci ng small busineea. A repor was a m!tte to 
t he Secretary on September 25, and to the Board or 
Governors of the Federal Reserve System on Septe!llber 29. -Kr. Haae, Mr. Foy 

In connection with the sale or Defense saYing• bonds, 
reviews are being made or various announcements and 
inte rviews tor use in radio programs, and manuscripts 
oeing prepared by the Defense Savings Staff. - Mr. Villard 

At the request or Mr. Kuhn on September 9 , a review was 
made ot galle~oroots or a booklet on "Total Defense•, 
pr epar eirby t Defense Savings St art for use in the 
school s . Th e proofs were revised and were r e t urned to 
!>lr. Kuhn on Septemb er 16. - l4r . Villard, )!r. Matlock, 
Mr s . \lolkind 

At the request or Mr. Kuhn on Septemb e.r 15 , a memorandum 
was or epared containing a~eationa tor Secretary 
!:orgentha u •a 8oeeoh to t he eric an Bankers Au ociat1on, 
and was t r anam tted t o Mr. KUhn on September 16. -
Mr . l~urphy 

At t he request or the Secretary on September JO, aaa18t­
anoe wa& given Mr. Kuhn on that date in connection with 
the or oposed aoeech to b e given b y the Secr etary before 
the Annu81 Convention ot t h e American Banker s Association 
l n chi cago on october 2. - Mr. Murphy 

II. ProJects or studies under way 

l. A s tudy 1a being made of the r el ative interes t costa 
ct short- and l ont;term borroWing . - Mr. Foy, !:r. :>arnett, Mr. sen 
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A study 1& being made or the available sources or 
runda tor Treasury tinancinp;. - Y.r. Villard 

~~~~~¥1r;s b eing prepared on a negotiable •tap• ! Sandelin, Mr. Murphy 

A study is bei ng made ot t he probable exoess reserves 
in l 91J.l-'+2. - Hr. Barnett 

present various 
and on uaranteed 

A me:norandw:1 is being prepared on th e advant~ee and 
oiaadvantagSS Of increasing the afiort-terg d~t. -
!'.r. Foy 

A revUion 18 being made a s or June 30, 1941, ot t he 
esti ma tes or the ultimate i ncrease in i nterest coats 
w'lioh would reaul t !rom removal or the tax-ex emotion 
orivliege rron 811 oublic securities. - Mr. Conrad 

o, A study is being made or war-tlnanolng measures in 
bslll(Serent countries in the oreaent war. J.!r. l!atlonlt 

10. 

11. At the reouest or Under Secretary Bell on October 14, 
194o, a memorandum i s being oreoared on a memorandum 
submitted by Mr. John Evans, - President or the First 
llationill Bank or Denver, Colorado, in reference to 
Jnlted States Government bonds now owned by the Federal 
neoerve System and its member banks, and suggesti ons 
cone em ing a refunding and ohange in tortll which would 
~PDear to be in interest or t he Treasury Depart1aent, 
tno r'sderal Reserve System the member banks, the 
Pederal Deposit I nsurance Corporation, and t:1e public 
.~ene;:ally whose money i s deposited i n member banks • -.. r . .. urphy 

I 
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At the request or Under Secretary Bell on February 11, 
a memorandum is being prepared to the Secretary regard­
ing a letter fro m Mrs. Sylvia F. Porter, New Yor K Post, 
dated January 22, suggesting a ~lan tor the distribu­
tion of United Statee Oovernmen securities. - Mr. Haas, 
Mr. !'!uJ'?!ii 

At the request ot Under Secretary Bell on April 21, 
a meaorandum i s being prepared on Hr. Sal ant 1 s memo­
randum on "Llmi tat1on on Purchases ot Defense Savings 
ilonds 1

• - Mr. Murp!ii 

A table 18 being prepared t or Professors Viner and 
:ltewart, ehowl~ ori oes and yields of selected obliga­
tions of the nlt ed States. -Hr. Foy, Mr. Rosen 

Sixteen tables are being oreoared showing tields on 
rroothet1o81 securities under various comb nations of 
coupon rates, ma u orem uos. - r. ro 

At the request of Under Secretary Bell on Septe!Jib er 24, 
o~operation is being given the Division or Tax Research 
Md the Otfio s ot Press Relations in the preharat1on 
ot a prooosed statement to be released t or t e ur ose 
o puo g c pa on notes. - rown 
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At the request ot Mr. South Tri mble, Clerk ot the 
House ot RepreeentatiYee, in a letter dated 
September 17, oerta1n etatietioal information on 
bank• is being prepared. 1 part or the lnrol'IIAhon 
vae tranea.itted to Mr. Tr1.11ble in a letter Ugned b;r 
Under Seoret&r1 Bell on September 29. - Kr. Conrad 

At the requeat ot the ott ioe ot the General Counsel 
on August 14, a repl:r is being prepared to a l etter 
troo the Senate Committee on Banking and Curreno:r, 
requesting the opi nion ot t be Secretary on S. 1797, 
the Fana Credit Act ot 1941. - Kr. Fo:r 

At the request ot Under Secretary Bel l repliee are 
being prepared to osrta1n questions asked by the 
Wa6ber Committee preparatory to ita inveetigation 
of aliking and monetary oonditiona pursuant to Senate 
Resolut ion 125. - Mr. Haas, Mr. Murpny, Mr. Foy 

Revenue Estimates 

t be 
Foy 

I. Projects or studies completed 

l . '!'he regular 111onthly statement vas prepared, shoVing 
the latest revised estimates ot recei?ts, ~ monthe 
and by princi~il sources or revenue, or t periOd 
September 19~-June 1942. The statement was trans­
mitted to the Bureau ot Accounts. - Mr. Delcher 

2. '!'he regular monthly s\lllllll&ry comparison wae prepared 
ahovi~ estimated receipts and actUil rece1pte in 
l ugue 1941 on the dally Treuur:r statement bash. -)It'. Delcher 

3. 
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At the request ot the Bureau ot the Budget on 
September 29, eetisatee tor the tieoal year 1942 
wAre evieed and PreliminArz and tentative esti­
mates ot the revenue were prepared tor t tisoal 
year 1943, The estimates were transmitted on 
s eptember 30. -Hr. Haas, Mr. O'Donnell, Hr. Daggit, 
Jf,r, Leahy, Mr . Chevraux, Mr. Brontenbrenner, 
Hr. Butters, Mr, Smith, Mr. Colclough, Mise Spiegel, 
~!Us Hagedorn 

At the reques t ot Mr. McCandless on September 5, 
es timates were prepared ot the population ot Alaska 
and of the insular Possession• ot the United States 
as or June JO, 194~ The estimates were transmitted 
in a memorani:lum to}(r. McCandleee on September 13. -
Mr. Brontenbrenner 

In connection v1 th the hearings on H. R. 5417, the 
hevenue Bill ot 1941, a number ot revenue estimates, 
l isted below, were prepared tor use ot AsSlstant 
Secr etary Sullivan. - Mr. O'Donnell, Mr. Leahey, 
J.lr. Bronfenbrenner, Mr. Butters, Mr. T. L. Smith 

12€ 

(a) Estimates were prepared, at inoome levels tore­
OBBt tor the calendar year 1941, or the calendar 
year 1941 income tax liabilities under the present 
law, and ot the increased or decreased income tax 
liabilities by items under a tull year's effect 
ot the 1noome tax provisions or H. R. 5417, as 
approved by the Senate Finance Committee on 
September 2. The estimates were shown in a table 
t r ansmitted to Assistant Secretary Sullivan on 
September 2, 

(b) Estimates were prepared, and were transmitted in 
a table to Assistant Secr etary Sullivan on 
September 2, comparing tor corporations and the 
t otal income tax, the yield under H. R. 5417, 
and the yields at tour surtax rates, and t heir 
increase or decrease over the yields under 
H. R. 5417 . 
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Estimates were prepared or the total surtax rate required to yield the same income tax revenue as H. R. 5~17, as approved by the Senate Finance Committee on September 2, it t he normal tax and surtax were computed tirst and used as a deduction in the computation ot the exoese-protite tax, all other provieions ot H. R. 5417 remaining unchanged. The eetimatee were transmit ted in a memorandum, With table , to Assistant Secretary Sullivan on September 2. 
An estimate vas prepared, am vas transmitted to Hr. Btam on September 10, as requested by Assistant Secretary Sullivan , or the ettects on i nd ividual i ncome tax liabilities ot r educing personal exempt i ons to $1,500 tor married persons and heads or f amilies, and to $750 tor single persons, not heads ot families . Increases in tax liabilities were shown tor individuals taxable under H. R. 5417, ae passed by the House or Representatives, and tor individual• made tax­able by the Senate amendments, together with incomes in the numbers or newly-tiled and neWly­taxable returns. 

A comparison ot the estimated full-year revenue etfeot ot H. R. 5417 as passed by the Houee ot Representatives on August ~. and by t he Senate on September 5, was prepared, and was shown in a table containing a detailed clase1ticat ion under i ncome, capital stock, estate, and gift taxes, excise taxes, and miscellaneous taxes, with to t als. Eetiruates tor corporation and individual income taxes and the gift t ax were based on income levels fo r ecast tor the calendar year 1941; all other estimates were based on income levels forecast tor the f iscal year 1942. The fi gures in the table were transmitted orally to the Senate Finance . Committee on Sep tember 11, in accordance with instructione by Assistant Secretary Sull ivan. 
A comparison ot the estimated full-year r evenue effec t ot H. R. 5417 as agreed upon in Conference September 11, vas prepared, and was shown in a mimeogra phed t able containing a detailed olassi­f1oa.tion under income, capital etook, estate, and 

Regraded Unclassified



7. 

s. 

(g) 

128 

- 19 -

g1tt taxes, exo1ee taxaa, and a1aoe1laneoua taxes, 
with totals. Eat1aatea tor corporation and in­
diYidual income taxes and the g1tt tax vera baaed 
on income levels toreoaat t or the calendar year 
1941; all other est1matee vera baaed on income 
levels torecaat tor the tiecal year 1942. Copies 
ot this table were transmitted on September 12, 
by instruction ot Assist ant Secretary Sul livan, 
to Senator George, Representative Doughten, 
Representative Cooper, and Mr. Btam. 

An esti mate was prepared, ot the increase 1n 
revenue in 1be tiaoal year 1942 trom the ReYenue 
Bill or 1941, and by i nstruction trom Assistant 
Secretary Sullivan, vas transmitted orally on 
Sept ember 5, to Mr. Rapo, IUnori ty Cleric or the 
Coaoittee on Ways and Means. 

A review has been completed or the tax revieions made 
by the Revenue Aot ot lttl, In order to prepare studies 
t or the next revenue es mate. Changes 1n rates r~ve 
been analyzed, testimony given betore the House and 
Senate Co11Ul11t tees has been studied, and the rBIRlts 
ware incorporated in the September revenue estimate. -
Mr . Colclough, Mia s Spiegel, Miss Hagedorn 

(a) Automobile parts and aocesaories 

(b) Radio sets 

(c) Large cigars 

(d) Lubricating oil 

(e) Firearms and shells 

(r ) Wines, domesti c and imported 

(g) Fermented malt liquors 

(h) Electrical energy 

(1) Small cigarettes 

(J) Tires and inner tubes 

• 
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(k) Telephone and telegraph, eto. 

(1 ) Adlllia81ona 

(m ) Di still ed spir i ts, domestio and imported 

(a) Phonographs, phonogr aph records, and rGusical 
i nst ruments 

(b) Rubber articles 

\ C) Tt•ansportat1on ot persons 

(o ) ~:atches 

(e) Electric, gas and oil appliances 

(r) Electric l ight bulbs 

(g) Electric signs 

(h) RAfrigerators, refrigerati ng apparatus and a i r­
condi tionere 

li ) Washing machines 

(J) Business and store machines 

(k) Photogr aphic apnaratus 

(1) Onti cal equipment 

(m) Lu.-;gap;e 

(n) Soorting goods 

(o) Tel ephone bills 

(o) Use of motor vehicles and boat s 

(o) Coin-operated amusement and gaming devices 
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(r ) Bowling alleys, and bill iard and pool tables 

( s) Articles •nade or rur 

( t ) Jewelry 

(u) Toilet preparations 

II. Projeota or studies under way 

1~0 

At t he request or the Division or Tax Research on 
July 12, 194o, an ea timate 18 being mao.e or the add.i­
t ional revenue whioh would be derived It onutuo.I ineur­
uncs companies ot her than l ite i nsurance oompaniee 
taxable under Section 207 or ~~e Internal Revenue Coda 
were made taxable in the same manner as stock i nsurance 
co:apaniee other t han life insuranoe companies taxable 
under Secti on 204, and at the same time the exemntion 
under Section 101 (11 ) were reatrioted to l ocal mutual 
co::manies or the assessment type . - ~lr. Leahey 

(n) Passenger au t omobi les and motorcycles 

(b) Automobile trucks 

~conomic Conditions Related to Fiscal 
and Revenue V.atters 

l. Projects or studies compl eted 

l. J.!emoranda on t he business and orice ai tuation were 
prepared, and were transmitted to the Secre tary on 
Stot e:nber 2, 9 , lo, 22, and 29. - t<r . Haas, J.!r. Daggit, 
:~:r . Chevraux 

2. l.on thly or weekly reports are r ecei ved rro:n 25 indi­
Vidual companies, in response to the Secr etary 's re­
ouee t s , giving conf i dential data on new order s and sales. 
T~ da ta i n these reports are tabUlated and chiirted cur­
r ently for t he Secretary's intor.nation, and are also 
co::~olned i n to an index or new orders , which accompanies 
the weekly memorandum on the business situation. -
.. 1Ba llaa~abaugh 
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At t he request ot the Secretary, ·a table 1s prepared 
each week eummari~ing exports or Petroleum Products 
scrap irontand scrap steel, from the United States ' 
to Japan, he U.S.s:R., Spain, and Grea t Britain 
as indicated by departure pe~1te reported da1ly'by 
the Ottice ot Herchant Ship Control, The tables were 
preoared tor the weeks ending September 6, 13 20 and 
27 . ~ On September g, 15, 22, and 29, the origtnal1 and 
13 photos t ats were transmitted to Assistant Secretary 
Gaston. - ~!r. T ickton, l!r. D. J . Leahy 

At the request ot the Secretary on September 17, a com­
pilation was made ot daily, weekly, and monthly ti~ee 
on cotton, wheat, tlourfuand bread pr1oea

1 
which wil 

be ~ept up to date for . a use In connect on With the 
~~rC8l!lS~~ in item g or thla section. - Mr. Dagglt, 

At the request or the Secretary, the tolloWing charta 
were turn.lahed him on September 17, ahowi~ cotton, 
wheat f lour, and bread Prices, which wll~e kept up 
to date dally: - Mr. Dagglt, Mfae Hagedorn, Mr. Colclough 
(a) 

(b) 

BLS Prices or wheat flour and wheat feeds (bran 
and middlings) at J.:1nneapol1a, weekly, September 
194o to date. 

Cotton prices: Harket price (average, 10 spot 
markets) and our estimated farm price, weekly 
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from Allgust 19110 to date and da1lr troa August 1941 to date, coapared with t he Department ot Agriculture monthly tarm price and parity prioe. 
Wheat prices: Market price (average or Number 2 red wint er at Chicago, Number 1 dark northern at Minneapolis, and Number 2 hard winter at Kansas City), vaeltlr troo August 19110 and da1lr rrom August 1941 to date, compared with the De­partment or Agriculture monthly tarm price and parity price. 

BLS retail prices or bread and wheat tlour in 51 cities, monthly from August 1940 to date. 

At t he request or t he Secretary, a memorandum, With table, vas prepared, and vas transmitted to him on September 25, oomoar1ng total non-!fi¥icultural and total direct def ense emoloyment. -~. Lindow 
At the r~est or Mr. Leon Henderson on Jul7 19, copies or ten o ta on commodity prices and the coat or l iving were transmitted to nlm, 

The monthly movements ot the NICB cost-of-living index compared with the BLS index or 889 commodities were shown from 1935 to date. On the same chart were shown the weeklr movemente or the BLS index ot 889 oozmoditiea compared with the BLS index or 28 bae1o commodities from August 1939 to date. Both comparisons were on the basis that 19262100. Five charta, as ot August 23 and 30, and as or September 6, 13, and 20 were transmitted on September 3, S, 16, 23, and 30, respectively, 
Five other charts showed weekly and daily movements or the lndexee ot 11 basic imported commodities and 17 basic domestic oommod1 t1 ea trolil April 194o to dat e, on the basis that August 1939~100. On the same charta were shown oercentages tor each or the 28 commodities trom the Augus t 1940 low. successive charts showed the ohanges to August 22 and 29, to August 29 and September 5, to September 5 and 12, to September 12 and 19, and to September 19 and 26. These oharts were tranem1 tted also on September 3, 8, 16, 23, and 30, respectively. 
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At tbe requeat ot tbe Secretar7 on September 2 in­
f ormation vas prepared with regard to t he wheat iiir­
ol ua In Canada, import dutlee &nd quotaa on Canadian 
wneat, and feed shlpaen t a i nto New England, and wae 
t ransmitted to hi m on September 3. - Mr. Daggi t, 
Mia a Hagedorn 

ot t he Secretary 
orepared . ! 

t r ansmitted to t he 
).r. Haas, Mr. Daggit 

At t he request ot ·the Secretary on September 16 a 
ae10orandum was prepared on the &llount ot' cot ton' OWned 
6z t he GOver nment, and was transmitted to him on 
September 16. - Hr. Daggit 

16. At the r equest ot' t he Secretary, data were furnished 
on Se¥temoer 4 and September 5 in connect{on wit h the 
Secre aryls speech of September 9, at Boa on. -
Mr. Dagg1t 

17. 

1!1. Basic data have been assembled, tor use in r evenue 
esth.at1ng, on the retail and wholesale selling orices 
ot commodities on which taxes are I mposed, In oraer t o 
~eternline the percent a e whiCh the tax re resents ofthe 
actus ' or ce . - ~iss p ege , o c OUff. , lUes !!age orn 

1 
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For use in revenue estimating, a atu4y waa comnleted 
to be used as a basis tor f orecasting aalar1ea· and 
wage~ ot the Department or commerce series on a 
oua r erly basis, the July 19~1 rev1a1on, trom the 
Department ot Labor index ot factory payrolls , the 
January 19~1 r evision. - Mr. Daggit, Miss Spiegel 
l·lr . Ool olough • 

r or use 1n revenue estimating, a revlslon has been 
completed ot our method ot toreoastln~tbe BLS index 
ol' factor~ fayrolls on the basis or t revision or 
JMuary I 4 . - Hr. Daggi t , IUss Spiegel 

A for ecast was made ot the following bae1c businees 
series for calendar years 1941 and 1942 and fiso81 
years 1942 and 19~3. tor ue e in estimating Federal 
r evenues: FRB index or industrial Production 
(September 19~1 revision); BLS index ot wholesale 
or i oea; BLS index ot taotor,y payrolls (January 1941 
rav1s i on) ; our index ot the value ot industrial pro­
duct ion; Standard Statistics index ot ~20 stock 
orlces; Depar tment ot Commerce series on salaries and 
wages (July 19~1 r evision ) ; FRB sarles on bank debits 
outside !lew York City; and New York Times eer1e s on 
volume ot stock transfers. - Mr. Daggit, !Use Spiegel, 
l·lr . Colclough, Miss Hagedorn 

a memo-

On Seotember 26, a Qlemorandum was forwarded to the 
Secretary ask1n& it he would l i ke to see the weekly 
rel)ort by Dt· . Lubin on the "Economic Pi cture•. -
~:r. Ha.aa 

A memor andum was prenared, and was t ransmit ted to the 
Secretary on September 29, atLach1ng a repor t received 
fro,. Dr . Lubi n on the "Economic Pic t ure 11 • - Mr . Haas 
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II. ProJects or s tudies under ..,~ 

With respect to the "Index ot consumer expenditures , 
in dollar value•,progresa haa been made i n developing 
I ndividual eer!ea, i n dete rmining their auitability 
tor inclusion and t he necessary adJustments. These 
aeries have been olass1tied i .n tliO broad groups: 
curable goode and non- durable goods . The ouroose ot 
the index is to cover as large as possi ble a proportion 
of the purcbaeea ot ultimate consumers. This proJect 
is temporari ly i n abeyance. - Mr. Colclough 

An analbs1a 1e being made ot the State d1&tr1but1on ot 
Un!ted tatea Defense savinfs bOnds aeries E, during 
July, In relation to p~rol a, ana t0 national income, 
by States. - Mr. Haas, Mr. Dagg1 t , Mr. Colclough 
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Actuarial Problema 

I. Projects or atudiee completed 

In reeponse to a letter of Augus t 1~ , from t he office 
or the Gener al Counsel, transmitting a copy ot s. 1800, 
a bill to amend further the Civil Service Retirement 
Act , as amended, tor a voluntary t•eport lt de81red, a 
1oetnore.ndum was forwarded to Mr. Bernard on September 9, 
stating t hat the Division did not wish to make such a 
report . - Mr . Reagh 

A r t view of a report by the Bureau of Accounts at the 
1·e0ueat of the Chairman or t he Senate J'inMce Committee, 
on s . 1775, a bill to extend the benefi ts of Federal 
ol d- a&e and survivors insuranoe to certain State emp lo7eee, 
was made i n r esponse to a request by ~ir. Hetfelt1nger, 
Se!)te:ober 17, and was transmit ted to the Under Secretary 
on Sept ec~ber 25. : ~lr . Rea gh 

II . Projects or studies under way 

The Board ot Actuaries of the Civil Service Reti rement 
ana-blsa611It~ Fund is laying out d etai led plans for 
tAbulati ng an processing data f or use in preparing 
t ile regu l a r five-year valuation ot the Civil Service 
Re t11•ement Fund for t he purpose of detert~ining the 
liabilities of t he Government under the Civil Service 
hetlreuten t law. Under the law, such a valuation must be 
orepared as or July 1, 1940. Valuation plane are in 
process of preparation. - Nr . Rsagh, ~!r. Brown 

The Forei gn Service Retirement Law, as approved Aaril 24, 
1939, .:lecti on 26 (m) , provides t ha t th e "Treasury Depart­
:::ent shal l p r epare the estimat es or the annual aporopr1a­
Uona reqU1 red to be ll!ade to the Foreign Service Reti re­
::ent IIllo. D1aab1li ty Fund and shall mtllte actuarlill villua­
~lon a t 1n t erv81s or five years, or of t ener if deemed 
necessar y by the Secretary ot the Treasury• . The State 
De?art~ent haa reoueeted an estimate or the aporopr1ation 
r voU1red tor the ilscal year 1943. An outline of the data 
required tor making an actuarial valuation has been sub­
mitted to the State Dep artment. The data are now in 
ot•oceaa of ))reparation. - Mr. Rearh, Mr. Brown, Hr . Kroll 
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At the requeet ot Mr. A. R. Pilkerton, Auditor ot the Dietrict ot OolWibia, actuarial Yaluationa are being aade ot the Police•en 1 
• and F1reaen 1 e Penaion FWid and Teach ere' Retireaent Puna or tbe Dhtrlct or ' Columbia. Tbeee Yiluatlone v111 be made by tbe Treasury Departl!lent in accordance vi th the 19~2 Diatrict ot Columbia Appropriation• Act, approYed July 1, 19~1. An outline ot the intol"Ja&t1on required tor the Yalua­tlone vaa subai tted to Mr. Pilkerton in a letter dated September 13. - Mr. Reagb, Mr. Brown 

" the requeet ot Under Secretary Bell on July 10, a memorandum ie being prepared in Tegard to the ~41 leg1slatiYe program ot the Social Security Boa • -Mr. Re&gh 

A memorandum waa reoeiYed under date ot September 29, !rom the ottice ot the General Counsel, transmitting a copy ot H. R. 5568, a bill tor the reliet ot certain wtdove ot Porelgn SerTice otticera, tor a Yoluntary report ~t desired. - Mr. Reagb 

A communication was race1Yed under date ot Septsaber )0, troro the ottice ot the General Counsel, transmitting a copy ot S. 1~32, a bill to amend t h e Social Security Act to proYi e tor general pensions, and suggesting thet the Division might vieh to cooperate With the Bureau ot Accounts 1n allJ' action oonoet'ning the bill. - Mr. Reagll 
Other ProJects or Studies 

1. At the request ot the Legal DiYieion on July l, in re­sponse to a request trom Senator Elbert D. Thomas, in a letter or June 27, a report is being prepared on S. 1666, a bill to coordinate Federal reporting ser.-ioee, to elliinate duplication and reduce t he coat ot auoh eerYices, and to minimize the burdens ot turn1ah1ng re­ports and information to goYem mental agencies. Memoranda requesting comments on the bill were prepared tor signature ot t h e Adll1n1at rat1Ye Aaaiatant to the Secretary, and vere forwarded to the Yarioua bureaus and div18iona of the Department on July 16. Replies hau been receiYed and a report ia 1n preparation. -IUaa Michener 
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) . Publ1caUona 

(a) 

(b) 

(o) 

I d) 

For the September issue or the Treaa~ Bulletin 
data vere prepa~ed on aTerage yields~ long­
term Treasury bonds and high-grade corporate 
bonds. - Mr. Rosen 

All the material submitted tor the Sept ember 
issue was reviewed and edited. 

Revisions are being considered tor future issues. -
Hr. Lindow, Mr. Lynoh 

For the publication Market Prices and Yields or 
Outatandi Bonds Notee and Sl!Is of the United 
ta ee, computa one were ma e an copy vas pre­

pared t or tale issue coTering the month or August . 
This publication shove by securities the coupon 
rates, matur1 ties, interest payment dates, an4 
amounts outstanding; and tor each day or the month, 
together with a monthly aTer age, closing market 
quotations (accrued interest to be added), and 
yields , 

A re•1sion ie being made in this statement. Be­
Rinning with the issue tor September all prices 
will be on the over-the-counter bas1a and in addi­
tion to the categories hitherto included, there Will 
be added securities guaranteed by the United States 
and securities or Federal agencies not guaranteed. -
:·:r. Reagh, Mr. Brown , Mr. Lindow, Mr. J.!oody, 
!Haa NoCoy 

Hanuscript tor the Annual Reoort ot the Secretin1 
ot the Treasury tor t ne fiaoa! :rear 1941 is be 
g iven an editorial reTiev as received. The usual 
handling or the material is goi ng torvsrd. -
ties Westerman, Mr. Tioltton 

At the request ot Assistan t Secretary Gas ton on 
July 17, an article is being prepared on the opera­
tiona or the Treasury Department during the year 
19~1 to be incorporated in the 19~2 Americana Annual. -
l~r. Barnett 
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- )O -

(e) 

4. Correspondence 

Replies were prepar ed to lettere reoeiTed on eubJeot e 
relatl.ng to the work or the DiTieion, and letter• 
drafted elsewhere and submitted to the DiTision r or 
that purpose were reTiewed. - Mise Michener, Mr. Lindow, 
141as Ziegler, and other member• or the etarr i n 
appropriate fields or wor k . 

During September 291 letters were reoeiTed 1n the DiT1-
sion and 272 were handled •• required. 

5. Charta 

Charta are prepared and continually brought up to date 
t or uae in meaoranda and 1n chart boolte on apeoial sub­
jects, and corresponding photographic, photostatic, 
and mul t i lith work i s carr i ed on. This is done ln the 
Graphic Section under the eupenieicn ot Mr. Banyas. 
A atat18t1cal report on the work or t he Graphi c Secti on 
tor t he month ot September is attached. 
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\lorlc ooapletad ill t be Gl'aphio SeotioD , tl1rte1• ot 
Re .. aroh &Dd stat1at1oe , du.r~ .. pteaber l N l 

1';~• of worl< For Dh'le10D 

26 8 
1 

3 bon4 chart boolco brour;L•t u;> ~o date 
1.11 othor cha rta ~ro..,-)\t up to dat~ 

27 (t!JMo) 
726 $1 

Total jobo 16 10 

60 27 
NUillber or-

No;.t.t1vee U8 21 
Contaot print• 167 806 
Enlargo:nenta ~ a2 

1otal lobs us 18 
Cll:Aller or -

Lett..uhe coplee 876 1,19& 
1.1 l otoer copi es &, 63a S6a 

Totel Jobs 
.nber cr-

lS • 
t ine platu 122 u 

11 12 

10-7-41 
L8•'0t •J t p 

140 

t otal 

34 
1 

27 (two 
151 

2S 

87 

165 
972 
82 

154 

2, on 
5 ,986 

20 

136 

28 
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••••••••o•1 &.po~ n · 
o.-..Mo e-o•toa, zu .... t e toa o t 

MctDAlAC .1'o:17 

f7pe ot work hly Aq. • Sept. • Oct . I 

• 
..... Dec. 'to\al 

4 . Ora:pb1c: 

... cba"• C:GIIplate4 ,.. 
43 S4 

~. b""""'t up to alate 721 727 757 
3CID4 boo)r: cba"• C:Otlplate4 2 58 1 
lloD4 l>ooka . ~t up to !law 26(tlMa) 26 (t) 27(th10a ) 

llllee1laa- 27 S1 26 

I. Pbo!Op!pllle 1 
Pbo!Opaplla1 

to\al Jol>a 91 59 87 
bl>a~ ot-•• .,..u ... 

~~ 17S 165 
Cfttact ~·t• 654 972 
..,.~.._..,. 1 1 ~5 82 

Pbotoetotu 
to\&1 Jol>a 169 202 164 b l>ar ot -

Letto.,.lu coplee 2,102 1, 287 2, 071 
.&11 otlow eopl" 7,519 5, 276 5, 986 

lloltlll till 
to\&1 Jol>a 22 22 20 
Iuber ot-

lliiC plato• 15) 166 135 ..... 
llllcellaa-• 

~ ..... 
to\&1 Jol>a ,.. 

S7 29 
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TREASURY D EPARTMENT 

INTER OFFICE CONMU NICATION 

TO Secretary Worgenthau 

wr. White 

SubJect: Exports to Russia, China, Burma, Hong Kong, Japan, 
Franoe and other blocked oountriee, ae reported to 
tbl Treasury Department during the week ending 
December 20, 1941. 

1. Exports to Russia 

Exports to Russia ae reported to the 
week ending December 20, 1941 amounted to 
The princi pal items were motor trucks and 
-.nks and parte. (See Appendix C). 

2. t:xporta to China, Burma and Hong Kong. 

Treasury during the 
about $4,500, 000 . 
ohaesie and mi1itary 

Exports to Free China were valued at approximately $111,000 
( as oc~pared with over $2,000, 000 during t he previous week. The 

pr1noipa1 item was machine and heavy ordnance guns, carriages and 
parts , (See Appendix D.) 

Exports to Occupied China amounted to $12,000. (See Appendix£) 

Exports to Bur~ totalled only ts, ooo. (See Appendix F,) 

No expor t s to Hong Kong were reported during tbe week under 
revle• . 

}. Expor ts to Japan. 

No expor t a to Japan were reported during t he week under 
rev1ew. 

~ . Exports to France 

D No exports to P'ranoe were reported during the " eek endl ng ecembcr 20, 1941. 

'i. Exports to olh er blocked oountriea 

Exports to olher blocked countr1e s are gl ven in Appendix A. 
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&. s. S. R. 

Occupied Chilla 

!"r,_e China 

.;~ 

:lurll.a J/ 
FTanee !J 

\ ,ccup1ed franra 

: rae France 

Spain 

Soibtrbnd 

S.odeo 

F~er.eh IJX!oehina 

~uury Depart.oent, 

BmiWil OF 11!IITED STATBS 
IXIIBSTIC IWORIS TO SBl».;TED C001f'I'RlEs 
AS RI!POI::'l'Sil TO Til! '1'RliAStiRI DBI'.llm!BNr 

I'RQI EXPORT Dlit:LARATIOIIS REC!IVED 
WRIIIG Til! PERIOD IHDIC.u"ED l/ 

~ 28 t.o Dea.ber 20, 1941 

(In thouaanda o! do11ara) 

July 28 
t.o Weak ended Week ended 

Dee. 6 Dtcnber 11 Decembs!r 20 

$SS,106 $12,040 $ 4,580 

10,584 6?8 12 

25,885 2,33? lU 

1 ,8?0 ?J 
6,?80 l8 8 

6 

2 :V 
. 4 

2,216 1 112 

4 ,856 161 1.2 

10 ,380 1? ?(fJ 

J?? 17 10 

Diviaion o! )lonet ary Research 

143 

To tel 
D91!!1!otic Exporto 

$?4,726 

11,2?4 

28,3)3 

1,8?0 

6 ,806 

6 

2 

o4 

2,329 

5,059 

11,100 

404 

De.,.,.ber 23 , 1941, 

!I v.,y or l.he export deelarat.iona ~ received with a lag ot several days or •ore , 
'!llerofore tll1a CO!Opilation doea not accurately reproaent tho actual ahlpnent o! 
• P'rtieular week , The longer the period covered, the cloaar wil.l theee figures 
"""' tn ~~>&rtment o! C"""""rce revised fif'IJ'es, 

( 

Y Or this total $1, 864 thouaend was roportod tr<n July 28 to August 23, incluoivo, 
and shipped ~rior to freezing orders, 
llomoH1r. exoorts frOCII August 23 throueh week ending Dec. 6, amounted to ~ ,106. 

Jl Fr,.. Septeober 11, 1941 t.o date - It is praslllled that a large percent88e of ute­
rhl tistod here, con:.igned to Bunoa, is dootinod for F'ree China , 

.) lndutles both occupied and Free France throotFh week ending October 4 , 1941. Occu­
Pied and t'l'oo :franco :.eparatod therea!tftr , 

Sl Ltu U:an a500, 
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APPENDIX B 

ExporU troa the U. 8, to China, Bur•, Hong l ong Japan and U. 8 . 8. R, ae 
:report.d to the !Nuur7 Depa.rtaent, Jul7 28, 19fn - December 20, 19~1 

Jul7 28 • Aug, 2 
Aile· • - Aug. 9 
Aug. 11 - Aug. 16 
""''· u - Aug. 23 Au&. 25 - Aug. 3Q 
lept. 2 - Sept. 6 
8ept. 6 - 8ept.l3 
8ept.l5 - 8ept, 20 
aept.22 - &ept.27 
Sept. 29 - Oot. ,. 
Oot, o - Oot, 11 
Oot. 13 - Oot. 18 
Oot. 20 - Oot. 25 
Oot, 27 - XoY, 1 
XoY. 3 - Xo•. 8 
XoY.lO - XoY. 15 
XoY,l7 • XoY, 22 
XoY, 24 - XoY, 29 
Deo. 1 - Deo. 6 
Deo. 8 - Deo, 13 
Deo. 15 - Deo. 20 

t otal 

('fhoueande ot Dollars) !/ 

controlled 
porh 

5~2 
2 , 79~ 

969 
1,~.~ 

k93 
757 
156 
352 
80 

552 
267 
399 

~~ 
158 
'm 120 

61 
688 

12 - -
11, 76o 

controlled 
porte 

395 

309 
2 
1 

20. 
2, 281 2/ 
3,822 y 

110 
1,225 
5.312 

5 
269 

~. 772 
1,672 
2,851 
1,228 
3,239 

791 
2, 337 

111 

El<})Orh 
to 

Buna 3/ 

El<})Orta 
to 

Hong !Cong 

11, 629 
!/ ~•• t1gurea are 1n part taken troa oop1ee ot llh1pp1ng aan1teeh, 

Export• 
to 

Japan 

1,657 
1~ 

6 

5 

1,869 

Exports 
to 

u. s. a. R. 

Y F1guree tor al<})Orte to l'ree China during the ee weelte 1noluda al<})Orte to Ra.ngoon whlob are pre-d to be daaUned tor l'ree Oh1na. 
}/ 'lt 1a preeuaed U>at a l arge percentage ot exports to Bur- are deetlned t or J'ree Oh1na. 
!reaeu-v Depart .. nt, tii•iaion of Wonet•r.r 

\....) 
beoe•ber 29, I94i 

-.._/ 
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APPENDIX 0 

Principal Erporte fro• u. s, to U.s.s.R. 
ae reported to the !reaeur7 DepartMnt 
during the week ending December 20, 1941 

( !houeand 1 of Dollar e) 

TOTAL EXPORTS 

Principal Iteae: 

Mot or trucke and chaeeie 
¥111 tar)' tank I and parh 
Refined copper 
.Uuatnu11 plates, sheet., bare, 
etr1pe and rode 

Stamping or ehearing machine 
Bole leather 
Ooa ted wire, n. e . a. 
Metallic oontainere (drume) 
Telephone inetrumente 
Machine and heaV)' ordnance gune and carriage• 
Barbed wire 

1,849 
920 
244 

130 
109 
92 
89 
86 
79 
75 n 

145 

( !reuurr bepa.rtment, blv!elon or llonetarr Riaearoh beceiilber 29,1941 
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APPEJIDIX II 
• 

Principal bporta froa u.s. -. rr.a OhiD& 
•• reported to tM !'riAIIIrJ' IIIP&rt.lnti 
during tbe week ending Ilaoa~er 20, 19•1 

('fhoulaDde of Ilollare) 

1.46 

TOTAL EXPORTS TO FREE CHINA 

Prlnoipal He•• : 

• lll 

llaob1 ne aJI4 heaT7 or4Jianoe gune, 
oarrlagee an4 parte 

Iuul&hd oopper wire 107 
3 

( f"reu11r7 Department, b!Ti e!on or IIDnetar,. RieearOh beoeaber )0,19.1 

• 
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APPENDIX E 

Principal Exports f rom u. S, to Occupied 
China a a reported to the Treasury Departae nt 
during the week ending December 20, 19~1 

(Thousands of Dollara) 

TOTAL EXPORTS TO OCCUPIED CHINA 

Principal Itema: 

Radio apparatus 
Relief supplies - biol ogics 
Pencils and pens 

$12 

147 

'l'reaeury Depart~ nt, blVi el on or Rone tary Research beel!lliber ;o,l94l 
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APPENDIX r 

Principal J:xporte troa U, s. to Bur~~a 
aa reported to the 'rreasurr Depa r taen t 
during the week ending December 20, 19~1 

( Tbouaanda ot Dollare) 

TOTAL EXPORTS • s 
Principal Items: 

Newspri nt paper 6 

f~asurr biipart~~~ent , DiVision or llonetarr Research Deceidler )0 ,1911>1 
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149 
TREASURY DEPARTMENT 

~ INT ER OFF'ICE CO MMU NICATION 

DA TE January l , 1942 , 
Secretary MorQenthau 

li . D. White 

Di~est of Append ed Cabl e Received Last Ni gh t f rom 
Ambassador Gauss - -

1 . Dr . Soong call ed on me yesterday afternoon at 
nis requ est. He said that the Finance Minister, 
H. H. Kung , was ill with typhoid. He s t ated there 
would be a mess age from his Governmen t to this 
Government ask!n6 for economic assistance, but 
tha t the request was in tel'llla probably too vague 
to merit immediate serious consideration . He ex­
pected that in a i'ew days he "Ould have more de­
t ails and would bring them at once to th e Treasury . 

2 . Tha t same afternoon, the appended cable was 
rocei ved. Follo•dng is a summary of i t . 

a . General Chiang, in an interview wi th 
Ambassador Gauss on Decen1ber !)0, appealed 
to the Un i ted States for !'lnancial hel p i n 
order to prevent further deteriora tion 1n 
China 1 s economy . Tnis, he s aid, woul d do 
much toward str en; thening morale and silenc­
inc> the critical and dO ubtful elements . 
/.!orale 1n Fr ee China has been ai'fec ted by 
the early Japanese s uccesses and by t he way 
the Japanese have e xploited them for pur~oses 
of propaganda. 

b . The proposed loan i s for ~l billion, of 
'~ich h e has asked the British Government to 
provide one-half. It •.oul d be used partially 
to support a domestic bond i s sue intended to 
curb inflation . 

c . The Bri t i sb Ambassador has be en appr os ched 
for the l oan from Great Br i tain and has refer red 
the ma t te r to h i s Government. 
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PAR~H!V. Si: OF 'l'I::LEORAH REC£IYJi:D 

rROII : Aae1'1ol!ll lllba~ay, Chunclt1~~g, Chi na 

DAT£ : Deoe•ber 3C, 19.1, R ~.m, 

:H. . : li48 

t oday I called on Gener~l Chiang At ~ I a reQueat , 

Af te r br iefly rtYiewing recent meAsures t or o11 t1c
8

1 

and military collaborAtion with the United St a te@ and 

Gre11 t 81'1 t e1n, he --aeaed on to t he eoonoai o e1 t uatton 

1n aubatantial l y t he f ollowing terme: 

150 

While there it no l a ok or confidence on t he :ftrt or 
i nt elli gent Chineee thet t he Anit-A~l• Powere will be 

•1ctor1oue in the end, t here ie auch l~ clt of confidence 

r mon~ the unlntormed m~e~e~ , t he eceotic a, end t he eaao­

cl a tel or the Chineae treltora. Morale ~~ been e t teo~ed 

by t he •~rly Jrol!neee aucceeeea and by t he way t he 

Jr~«neae ~~•• e xploited t hem tor urpoees or ~op&gAnda. 

a ecltio meAt1on wna made of t he r ndio e noenl tor Asietio 

aolid8r1ty &gA1nat westerners which vaa recently aade to 

ChianY, by t he Pr lae Hinhter ot ThAiland. China can 

contrt bute t1ghtiny man PO" Ir to the cc11mon c&uae but the 

Untted ~tste e end Grept BritAin muat g1•e OhlnA tinAnolel 

helo 1n order t o ~reYent further deterlor~t1on ln econoaic 

f~nd~ment~le , loa ~ of confidence in the Chine se currency, 

etc, Such helo would do much t o···l'rd s tren• th ~ning 11orale 

and 

• 

' 
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u4 \o allenoa tho ol'1 Uoal all4 .. u'bUu.l ola•enh. 

Tho •re41 t he -nh U a 'bout one 'bl.lUon Un1 hd l tUea 

~ollara, or which he baa throush the lritlah ~baeeador 

aeked tho Brl ,ieh O~ern .. nt to or oYlda about on.-helr or 

one hundred 1111Uon pounde, e xpacunc Aaerioa to oronu 

~he r eAt or about rlYa hundred •111\on dollara. 

Chianc aaked that ln tranaa\ttlng hie r equeet to_, 

Gonrnaent I ehould - ohaal £a t he i •TlOrtanoa auoh a14 at 

t hll U•• would haYa to Chin••• •orale ln onrooaln« 

Jspanue nropagan4a an4 becauae or the neebd euoport 1 t 

" ould glYa to tbe econoelc atruotura or China. Ba po1nte4 

out t hat the oreaant currency itiUe exceed~ thlr,een b1lllon 

paper doll~ra and that the 1g4P. budget ehowe a detioit ot 

at leaat nine b1ll1on Chin••• dollara, and eai d thet tha 

or opo11d loan would be uaed ..._rtlally to auoport a doeutlo 

bond laeue intended to curb inflation. 

I raol1t4 t hat or oourea I would t a1 t htully all4 

lua41ataly ra'OOrt hla requeet and hla dleouadon to aT 

Go•ern.ant whloh I wee conridant vould be dla~ead to 

oonlldar >t1 th &J"Ol'lllthJ any reuonable nropoo.ale to ald 

Ohln~ ln re1lat1ng J apan. HoweYer, I eurraetad t ha t to 

At sl et oonaldaratlon ot hl a raquoat and ln aoproachlng 

Con~re1e t or laglals tlon neoeaeary to author1te partlolpa­

tlon by the Unl ted St ,. t ee 1n e cred1 t or losn to China, 

• csreruu,. pre"& red outline or t he need a ot t he e1 t ua\lon 

on t he 
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on 01 lle11l of the etuts.n all4 reooalllea4aUone of the 

tlnanolal a4neore allll lllJ)Orh of the ClhiaiH tnei'UI•t 

ahoul4 lie eullel Ue4 tocother Vi tal • o•U1M of t'lla ... ...,.., 

oont .. plate4 to be .aAortakea to ... t the •ltuatloa lnll.&-

1111: the aeu..roe whloh Oh.lna will talr.o \o help boreolt. 

I u plo1no4 that what I . .. •ua .. unc woe aot •• o•tllM 

ot the hNe of All)' propoed loaa 'but at1 outllao of tho 

nuda of tho 11 t.aUon aa4 of tho 4af1n1 te Maeuree wtlllll 

thoul4 be talr.oa to a11t thno aoo41. 

ChlAJII ae14 that lxplrh 0114 aa.t11re woro WOI'IUJIC 

Oil t oliJII tor the ueo of tho propoee4 oro4U or loaa •t 
that he 4ee1ro4 M tri the al8nwh11e to aakl the proootal 

to • :r Goni'Uient. fho oropo .. b tor e 'J)olloaUon of tho 

l oan oov.l4 be put torwart whon tho loa.n 11 a u uro4. 

I loarno4 troa tho Brltleh A.ba• aador t hat he wae 

• pprooobo4 tor o loaa of ono hu4ro4 al l U on 'Oun4e fi'OII 

Great Brtta1n on4 1181 rotorre4 tho aauar to hle OoYol'llllont, 

He equallT laolr.o4 a117 apoo1tlo oroootale ae to how tho 

loan, lf granto4, woul4 bo applied to tho 41ft1oult1ee of 

the eoo110t11 o eUu~<Uon of China ; ChiaO« 1184 ae14 that hO 

oont14ero4 1 t aa urpnt nooou1 tJ th, t ho ahou14 'bo enable4 

to 4eaonetNh to tho Ob1no10 pooplo and. aNt•• that tho 

Br 1 Ueh Gonrnaont 'ha4 eutt1o11nt taUh 1n no tory to g11'0 

quoit •114 (t) a14 to Ohlna. 

I aa tolegraphlnr; oonont. 

OAUSI 
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To: 

Treasury l>epanment 153 
Division of Monetary Research 

Date December 30 , 1~1 
Secrttary Korgenthau 

llr. JI:IUIIat'Cit 
From: 

The attached art i cle might be 
or 1ntereet . It describes how the 
Russ ians ha ve ingeniously deTeloped 
new ant1-tsnk weapons to otrset the 
Nul tank superiority. 

The enti- tanlt plane, in oart i ­
cuhr, hae been very succeesriu. 

• 
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SOVIET AIRFORCE: AND INFANTRY LEARN TO 
STOP TANKS 

15-l 

(Source: Soviet Embassy, Information Bulletin, December 24,19~1) 

Tl1e Soviet aircraft designe r Ilyushin hils devised a soec1•l 
new anti-tAnk plsne , protected by stout armor which only heavy 
anti-aircraft shells can pierce. It is very l 1~ht and maneuv­
er•ble, flies handily at heights unde r 500 feet -- eo th•t it 
16 se re from ent>my pursuit planes which cannot fly so low __ 
~nd 1s armed with a cannon whose shells pierce any t

8
nk ermor. 

!ht> pilot can take &bsolutely accurate Aim. Instead or dropo1nf" 
oo~ba at rnndom on 8 concentrllt1on or machines, he alms at each IW'lcr.l ne a epa ra tely. 

Ilyuenin's invention does not stand alone. Another me~ns 
or eombat1ne tanks 1s the smell box oacked •ith mines, we12hinv 
•everal nounds , ~1th a hpndle for carryin~ it from olace to ~ 
nl•ee. I t looks like a box or ohono~raoh records. These boxee 
9 re nlaced on roeds in checker •rr!lngement. When they exolode 
bt>neath the weight of 9 tank, they dpm•~e At least the cater­oill•r track . 

To •void t his danger the Germ•ns UAed to send special 
•cout• behi nd their motorcyclists. Sometimes they dr ove c~ntive 
Red Army men or non-combAt~nts Ahead or their tnnk columns. 

Now ned Army men have devised a new w~y to use the 
' sultcsses , • as t he boxes loaded wi th mines are cplled. A s"'Rll, 
c•moufl~~ed trench for three or four me n ls dug beside the roAd. 
The boxes ere placed on the other side, A w1re - ls attached to 
the n•ndles •nd extended to the first trench, covered ~lth 
earth and snow where 1t cro£ses the road. 

Uot orcycl1sts or scouts seldom notice t he wire -- they 
c•n't dig up the entire road to find it. When the tanks IIOOMr 
tr.e Qen 1n the trench pull the wire, br1n~1ng the boxes to the 
<11dle or the road. A tank usually runs at such high speed And 
1t ~ vlelbility 1a so bad that t here 1s ha r dly s chance thet the ~oxea wil l bft not iced . If they ore, 1t 1s too late . 

Tbe men ln the trench E>r" sAfe from tr.e hAlted tank ' s fire, 
,nd 1f the t snkmen climb out they are ahot do~n . In such cAses 
the R~d Army men ' s ourcose is not only to destroy ss many tanks 
ts ~osslble , hut to· bar the roAti l"lth blown-uc t enks so others e~nno t ossa. 
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December 30, 19~1 

In repl}> refer ~o 

ri' 8~ . 51 Yrozon Crodih/4847 

c.o the donorAble tne Seere tar:~ ot t ne ?reae\.l.l'7 and 

tr~~•D1to herevtto a co~y ot teleJram no. 2179 ot '~ember 

23, 1941 trom ?.io de Jene1ro , quot1Jl6 " telegram tro., the 

~on1ul GenerAl at S~o Paulo. concern1nc the o~eret ion ot 

Germen be~• there under ne~ reatr1ct1ona. 

::X.cloaure: 

<'rom :lio de JI\Delro, 
Jece:ber 23, 1941. 

.. sc: .. ... 
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Socretarr of State , 

·;aeblD&ion. 

2179. December 23, 10 P·•· 

Rlo 4o J IUlelro 

Date4 December 23 , 1941 

Roc '4 9:35 p.m. 

Following tele~ bAe boon rocolve4 tro• tho 

Conoul Oonoral at Sao Paulo. 

"December 23 , 2 p.M. 

Reliable information 1n41c• tee both Oerman 

bonko ln Sao Paulo operating under eovore reetr1ct1ono. 

llo 4epoa1to being made for fear 1\lndo will be blocked. 

t very tranoact1on over two hun4re4 Q1lre1e carefully 

ecrut1nhed before approval crnntod." 

C.L"P..:RY 

CopJ: lo:l/3/42 
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In reo)¥ refer to 
17 a40.51 r roun Credito/4594 

Docouber 30. 1941 

The Secl'e tary of Stat e preoenta hh eo"'l>l1aento to 

tho Honorable the Secretary of the Trouv.ry and trana-

m1ta herewith tor hh 1nfono&t1on a cow of dea.!*teh 

no. 1938, dated November 12, 1941, frOG the Legation 

at :Bern, concern.J.n& the deoire of t he Swiss Na tional 

Bonk to tranefer to Switoerlond ao=o of ita gold on 

de)lOait in t!ew York. 

Enclosure: 

rr ... Legation a t :Bern, 
no. 1938, Novembe r 12 , 
1941, with encloourea. 
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Bern, Novo=ber 12, 1941 

No. 1938 

Subject: Dea ire ot Swiaa National »&nk t o tranater 
to Swihorl&nd some ot ita cold on dopoait 
1n !lew York. 

CO!lFI IEIITIAL 

!be !ionorable 

?ne Secretary of St a t e , 

'iiash1ngton. 

Sir: 

I b&ve t he honor to r efer to t he Legation' • telegr am No. 229 

of October 15, 9 a .n., 1941 , concerning tho do lire o! tho Swiss Nat ional 

lto.nk to tri!llCfer to Sw1 tzerl&nd ao:te of ita golc! now on do 'DO sit 1n 

Y .. Yor«, and to trano011t herewith in that connection a cow of 11. 

letter <lat eci !lovo!llber ? a4dre1Sod t o t he LO JIOtion b;y tho Cousulete 

General a t Zurich. 

l::eloaurea: 
i'a·~ Aoerican Consula te Gen-
tra.l . Zu.rlcil , llOTeober ? • 
1941, ~lth enclosures. rn. ::o. as1. 6 

111.=/<rf.c 

lleapeetfull,y youra, 

Lelend l!arrhon. 

Ort •1:1a1 ond six oo, i ao t o tho De~rtment 
CO>:t for llivision of Comnorci~l Affairs 
toT:~ to Atlerico.n Consul< to (k)nerel , Zurich A true co.-y 

o~ t~e ~ 1Enf'd 
ori< i:lal. ( :Jk) 

J 
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AlLI!Itl C&ll COIISOLATE GENERAL 

Zurich, S.iherland, llooreaber 7, 1941. 
confldentl.a1 

!ht Honorable 
Leland ll&rrhon , 

American ~iniater, 
Bern. 

Dtar llr. Harrhon: 

I h&4 a call this aor ning ~rom Dr. 0 . Bocl!••M , Pru ident of tho lloard of Dlrectoro of the S!Oiu National Bank, and dur ing the course ot our con• eroation he refe rrtd to the ~fieult pooition of the lational B&Dk u a reoult o~ tho blockill!l of a large JlUt of the reoeneo of t he blclal, amounting to 1,3 billion Swhe france now on dopooit with the United Statea Federal Reaorn Bank.. He re~errad to t he gentle"""' 1 ~oaent between t he National Bank and tho Swioo banka with which 7ou are fen !liar, and he ota ted that t ho chief diltleulcy a t praoent waa t hat the United St at eo waa retuaing to releaee !undo to ~ for purchaaes of necouary food Imports. He refe rred !"'rtieularl7 to pureh&sva of foodo-stuffo in PortU&al which h&4 to be paid for 1n eaeudoa. Since the l!ational :Bank did not hove outf1c1ont escudo exchange , atteurpta were llt\do aucee aa1Yel7 t o purchau them with dollars e nd., aubaequentl;i whon tbh fe.lled, with t;old on dopoait 1n llew York. 1'h1a appli.,.tion wu ll.kewiae ratll .. d. 'l'ho Portucueee Oonr=ent theNUpon, oeeioe the ~ficulcy in dh poaing of dollar exchange, refllaed t o a ccept dollar currency i n J>II¥1110nt . After con­siderable negotiation• with the Port~eoo Governnent, it finall;i receded froa this pooition and &&reed to accept dollars 1D IlK York. I n other ooru, thera waa ~o be a tranefer of funds be1onaing to the Swho llational llank to t he Portugueoe Natione.l Bank on t he booko or the Fedore.l Reee"e B&J>k, To the grea t dieappointment of the Swi01, the Uni ted Sta tto Ga.tro­••t ratuaod ih o.pprove.l t o thb tranoaetion. Dr. llachmann otated that he • aa 1D the 4ark ca to t he reason for the refU8al, since it wa. neceaaary to 'P<'If for auch needed fooda tutfe for s .. tt.erl.end purchaoed 1n South America, such &s wheat, rye, coffee, etc. 

lhon Mktd concernine the emount of t he foreign exchange ro~utred b)' the N,tional Bank to ~ for tho morchandioe in Portuge.l , Dr. Baclwann stated that this waa ;.ery o....U , ....,untinll onl7 t o $10 ,000. Be "C01Dt od out, hovonr, t hat thio could be regarded onl;i aa a teat transaction to dettrtlino the procedure to follow in t he other eaaeo. lie at ated t hat at that time 24 ~~ had alreeey ela:paed ainee t he application we.a filed e.nd that no decision had been yet rendored on i t . 

!!'he repreeent 11tions of tho Swhs I.Unbter i n l ashi ncton,, r.nd ~f l!r. , G~uuor, t he specitl.l repreoentati"fO of t he Swies 1:a t1ond Bank in Ku YorJ< bad so far been "ithout r oeult . It wa s oignifieant, h o.,.•er, t h:>t t he 

Regraded Unclassified



( 
159 

IO&flltioa about tho traaster ot tundo to coTe r t ho Portugue
10 

traao­
action oa•J1l'tod troa t he llni t ed Sta teo T,..aoury llel'6rt:oent , 1n41,..tiG« 
that the ~reaourt was i n 8Ympat~ wi t h t ho S•iao ·~licatioa, a t lout 
io <r inc i !'l•. 

:or. 3acbmsnn reterred t o t he 1'4\Ct that t he Swha Government had under 
conoi<ler • tion t ho sendi ng of a opac1a l mioa ion to t ho United States to 
<llacuao !inoncial ma ttera g rowi ng ou t ot t he blocki ng of Swisa funds 
there. I lntormed him t hat I had hoard t'llmora to t he affect that :or. liMa 
Sul:er wno being considered f o r this miooion. He s t ated, confidential~ , 
thtlt there woo some d ifficulty in t he wa_y of oendi~ such a mheion be­
c•uoo of t ile np.tur&l reluctance Of the Swiu ll inbter in li&s hington to 
hftvc thh l'll\tter ta!ren out of hh haado , 

:1y vlo1tor referred to the d ifficulty ot the llat1on&l llan!: 1n ~1ng 
" " ito • nnu&l bU.. .nee sheet and t he dill lll:ll& facias it •• to how to ohow 
tis l&r~ reaervea in the Untt.ed Sta tea, over which i t now baa no c ontrol. 
~.ltlt reaerTea , atrict ly sy&akiac . were ft J)ru"t ot the bOld cover~e of 
n e SWba currency . anci in the circu:aatPncea Swisa gold note s could not 
u ,..1~ on de"""'d as the r r esent currency oyote• provides. It 1s partic­
ulMly o:obarrasdD(; to Dr. llacho&nn 1a&o111Uch as t ho • end1D(; of t he large 
reoervos to the United States was carried out larsely on h is recommendation , 
and he we a l ooked u~on b;y me.ny aa be itl,!; n oponli ble for th• move. 

Aa you are probably ar.are , there la aomo aet ta tioa at present ! or 
t '•• ravplorhnt i on of the S.1iea frc.ne O"<lJlating fror.1 !lr. Dutt,.e1ler uol 
his f r londo of the "Lande s ring der UD8bhan&1; e n" ( !nde)lendent :?nrt~) . 
Dlecueoiona of t hh Jlroject tnken from tho " Frankfurter Zeit""6" of 
:lovomber 6 , 1941 , 3l1d f r o::. the ":F1nanr.-Revue" of Zurich of llove::~ber 5, 
1941 , aro enclosed , in translation, ~· ot ~>Oaaible i nt erest to the Le.;ation 
'"' t:.,o DeMrtncnt . 

.:::clo11urea: 
Fro- the Fr~~ter 
Zeit~, llove:nbtir 6 , 
."..nd fr!):l the Fin:vt:::­
~•vu.e , U c·te:i:hor U, 1941 , 
~O~h in trL"&lat i on. 

Sin.ceroly youra , 

J.Ut::s 3. sor.:.AI\1' 
A::leric:.an Conoul Gene ral 

Regraded Unclassified



(.Fr .. ":i'lWl10'tJ11'! ZEii'UliO•, uo,..,.ber 6 , 1941) 

RUliO?.S 0? S1ii SS ICVAL<EIZA'l'IO'J PLAliS 

160 

for ~he paa~ f ew ~a t here have been ru=oro Of Swlos revalorloa~lon 
1>l iJII • The reaoon for thh 1o preoWII&bJ.y t he OYer decrea.tln& !lUrehaolnc 
~er d ourpluo , Idle capital, Md the lncrtaoed coo t of hmorted fore lsn 
coodo , and tblo led to t he eucceotlon botnc ~de~ varloud. sldes t hat t he 
Swho f ranc be rovalorhed. '!'he chief opokeoman h t he creator of "Uigr oo• 
• nd t ho "Hotol ?lan" . Duttwe1ler: hh l.mportanco doubtleu gave more welf>bt 
to tho r evalori zation debate, Tbe IIIAi n ar~ent ropreaents t he theory 
that n 10 to 15 po rcent r evalorizat i on of the Swlas f ranc waul~ not onJ.y 
roduco IQport prices and 1ncreaee eXport va luoo , but would also neutral l tt 
tbo fear of a further depreciation of tho f rMc and the roeulti ng f light 
of capital , and that flnalJ.y priceo could be controlled without Go,..rnaont 
Interference , diocount r a tes could be conool1dated , end the nurchaolng ~or 
aould be lncreaud. It Is ourprlaln.; t hat ouch •uaestlons, • o'tviouoJ.y · 
cauae4 1tr t he d iator ted i.'l'1ner and out er •cono:a1e conditions. could be ~de 
In all oerlouaneoo . Just as It It ot lll to be debetod rhether or not the 
t~OD I IO:tl o,;J.y inevitable SO'r dopreeiatloa Of the Swtu franc in 1936 waa 
of &ltl real Yalue to Swisa econoqy, eo oow the nr;uc.cnt that a further 
ourrteder on the quastion of currency atabi11ty would deatro.y ell fEith In 
to.l\t currency , I:.1Uit not be overlooked. A one-tt.ge reduction in t i!e f'rice 
ot &old and, correa_!>Ondi r-GJ¥ . of ot.:er Y&luea , woul d , ao long as otb.Or 
actutl motive por.er a cont inue in tull force , not put an end to tlle tantible 
invootmont paychoals , but would onJ.y force 1t down a little. i'be oqU<'.lJ.y 
aet1vt S"in rarty •.dvocat lng f r ee money gooa much furthr t han Dutt,eiler , 
In tht.t t ho)• would like to see curr ency lllt'nipul ntton mede a per tne.nent \ 
feature or economic a ctivity . 

Duttweilor
1
o arsument t~""t e revplorl:atlon of the Sr.is s f ranc would, 

r t one blow, corresJ)onding:ly improve the f'orei (;D balP.nee of t r l!.de . aeema 
to be quito wrong. He he.a completely overlooked t ho fact that there 1a no 
lo"Ger fl rrJ tree exeh.e.nge ot currency on t lle world !lU,:etc ncrr; , ao that 
., altoro.tlon In exchange r a tes would cctueJ.J.y be l.c:ret!ed by l'lr=cy ex htln,o; 
oleuln~ t.nd tra.nofer egreeoenta . It :r.n be c!ofinl teJ.y e.aau::>ed that 
raoponalble Swioa cir cles are not act~l~v eoroidorinc ~ revalorization 
rolloy. ~. !ielional .Brul.': , for inatrnco , has 8""<:" ""Soibilit;- cf 1~ 
ertra1n• , :tt ita O"'D ciiscretton , t he •alue or t be Svhs f ranc as co::n'Jt!.red 
•ltb t :.e Antrican dollar. All taat 1t neod do , and the.oks to t he .Meri eM 
~ollcy of freezing currencies 1t would h1'vo every rl~.ht to do so, would be 
lc ~ocl•re the ofCici" l dol lar oxchan~ rete t o be Swioo f ranco 4. :;1: It 
OOuld oai1J.y do this as t he re ar e no other doller Nrchaser s . ActulllJ.y • 
hc• t vor the St~lso f ; "-llc would not t>rofi t t horeey either In Sr.ltzerlu d 
or &bro;d , tor e.a lon,:: as t hose eur;enelea whlc!l , in t~c no~ future , will 
ecnt1nue tG ~omlnnte ~itzerland' s f orelcn tr~de , hre not also rev~larized . 
?.ea~~~nil !bl'-' elrelt!a H.Ut1it, however, thrt ouu!l 1..1 it rui'leets O:\ t r.o SYi iGB 
rurc~•ln ; Y'Owe:- , ti"~a re.sl r eMun 11oa Ju t 1te lnadequettt of~ieip; ~lee 
control ay~ ton t he taxa~ ion 1>0l1cy, and t he t'res•nt for;, o. Clal" :et control. 
:' .. e r.omln£ lnc;eaaed wr r ur oi!t t exatlon, l'Jld the furt\ er d.rpinint of the 
;~one, ~ricot tllrOUt,;h loe.n$ to fin~ce t :1e mobllizc.tlon p.nd wu ~osts ,,..:c:r , 
It h tored , be enotller step t oward& reducinc tJ.e :oreaeot uness-r.eu 
N •rc.. t~•• C<~.rrene; proOlec. 
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Tnt conatontly aacendine tronG in prieta wh ich is not fully re­
tlt·;Ud ln the off1c~l cost of l1v1~· inclex , 1a C~'Uoing ~:re•t enxict;y 
ln ltr ; e circles of the !lOFUlatlo., , and 1\t t ho •~.::~e tir.le , ther e oxiata 
• naL~ral deaire to clic i r.ate or at leC'.t t chcclc: thia trenC. t•hich is 
tl'Uil~v detriccn tal to our econootc ttnd eoe t pl life . Gove:noent Eutr.o rittea 
rnd rol H i c!ono e.re maki ng ef'forts t o dheover 111eans to a rres t thh rbe 
ln t:\o cost ot living , end it h to be llo)led t l!D t those efforts will soon 
oee t wit't cuceaee. 

Still nor e alc.ming 1s t t.e fact, however , t hAt sug:e•tions ar e , ,;,. 
Hnced from cert~ tn quart e rs, which .a.~o-e.r Vct!j.• allurlfl€ on the surface ; 
zc ... U:rt1on pro:~ises quiet: r esults , but they have one little feult, i.e., 
t .~i.r nrlh n.tton is ionoss!ble , Md thua t"lelr sole l"Ur-""'se e.t")l!.rentlJ,r ta 
to I~!"Vt 1""Jlit1ee.l &(itation "'-lld, lnstec.d of !:l'lin"" l"-'lXiety of t :1e OOt"U-
1, !on, 1s I''Ot to incite i t atill ;..ore . 

:e rre referring e"~ct~lly to t::.e 1\roposed eX!'eritca~t t o eetual~ 
re~l~• t.e SW1s~ franc upuar~ •hich, !or ao~o ti~c . hcs been advo~~ted 
11:· t •trconn..lit:· known for his i nitiative . Aa & 1116tter of f e.ct , 1t would 
"ll~'r t:l:o t aooeone hr>s e.~td.n ~!.acovorcd t~e aocret or 11 the e.:~; of ColU."ll.bua• . 
~ :e f:'hole t hi ng ia ver,r sbnl e : t he Swtaa 1"rtnc 1a npprecietee: nricea of 
b .. o:-tt~ ·ooda are r u t o:IW tica lly roduceG : ex~rt "'-rices inc·r eoese : c1 omes t1e 
.. :ieea rem~in a t~ble : fe~r of ~ curren~ 1n!l~t1on ~nd t he allo&e~ ao~ rtn~ 
of ~rlcea eo rae ; ·nc t he r.hole < iffieult »robl om of .!)rices has found e 
lflt.tsr,,ctor-.· solution. 

11
0n he'lrinr i t thus ex!-'l.~' inod , it aounda nrc t ty -ooa• . one i s n~t 

lo sr ofi"'a.•n<l , ond ther e PJ))'Eer s to be no doubt tlu:t th ~rol'Os1tion by 

Ita d.,~liclt; ~.n<i chrlt;y will fine! rUe-a~r~ed eMlroval. A• a :l!"tter of 
f •ct, Ia 1t 1\t r ll f eos lblc t o a:npr oelrte t he Snloa fr2nc ot ~N!sent? 
::'\l)lf reco..,..,.,ndin':' t his oeeaure correct l,y roiot out t!:::!t ti:.e ! rest"nt hi ·her 
eoat of livin .. 1a t.o a. large e%tent a eonac(!uence of t!"'~ de,.rt:c~;otion of 
t.~ ;~he fr1ne in 1920 - vhicil we ht--~ ~rtl!\tent~v on-osed - w.:ose d.is­
ast:-,yJI etrect:a nro now beeo:J1n~ fUlly at'l'l)&rent. :-.~ts fl'..e t r.2s rec:entl,y 
atreuct 1n e lecture in .Easel Qjt Jacobaon , the Srediah :cono,!~t -n~ 
teor.l)·1ic rdviecr of tile "3?-.n!o: of !ntern<(lt ion .. l ':lerrin~" , r:to , "' S 4 !.tor 
o ... ::.e "'!r.u~ re1't0rt of t de Inst1 tute nrovcc' h 1t1aelt to be M outst~ncie, 
f:O:""'t r!. in 1nter n .. t 1onPl econo::nie ~Vttere . Offici,..l st~tistics inC.ieate 
t. t t • eott of llvln- h.as risen :<> porcent oinee t he bc0 1nr.i no of the 
Y:rr , wher eae our de..,.r ee1£tiol\ resulted in ~ 40 -r.ercent a:t:'r~citttion of 
!orr1, eur ronciea etlll based on the c ole! at.• ndAr~ . 'l'hio de;-reci1l~ion , 
~ccordlna to ~:~e at.:~.tements of the eforenr.,ed , h.t's contributec to fl. cr e,. t 
•~tent 1n cnu91nr. lti sher -nric es innsmuc!\ PI t l-to exch-n: e VPlue of t :1e 
·.c!cno~·r)t , b•ae~ on its old €"01 ~ v~lue , O.t ~r~acnt don1n•te• •r•.eti"'~~· 
tr~ ent.t ro cu.rroney tt.nC!. ~r!ce sys t ena on the Cont.lnent , ~· r ceson o! t l8 
Olltlc l ~o:•er l1hieh Gercany h~e ~!'incd . 
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In •i.,.. of thla reii&J'k, t ho dlfficultlea of an e.!'Jll'ec4t1o:> of 
' " ' SWiu franc becoae e.t once ••!dent, oince it •ould onzy be oosolblo 
uo4er free trade an~ C00"7 traffic, Wh ich, bOWOYer , ie a th in& of tho 
paot. Our eo=.,.rce with foroisn countrlee io at present large~v ce.rriod 
on througit t he cloe.rin& aystert, under which 1>ricoe are often detomined 
leu ~ II:ODOilliC than by political factore , Cona1dering tho de1>0ndeney of 
our ro<~•reoonta for foodatutfa And raw m3tOr1ale on for eign cOuntriee , 
the l~tter are a t all times in A pooition effective~ to dotercine price

1
, 

an<l it would c.ppear hl [;hzy naive to &UUlllo that, for instance Cel"'!lany and 
Italy , to mention oozy two countries with which A l argo portion of our 
foroio;n tre.cle 1a tra.ns,._cted, would l..,ediato~ Bill'••, After e.n autono

111
oue 

c~reclation of our franc , to accept eoaller quant itlen of Swioo £OOdo 
than heretofore 1n P'\)'me!lt of the eooda that tllO'.f dslivored. :Furthomore. 
it cuot be antici~tod t~t t hese countr ieo would limply r~iso t ho oricoo 
ot coal , iron, t'oodatuff'a, etc. Aa a catter o! f8.ct , the r..ro"eos1t10n h 
doo:>ed lt:' the he.rc, but undeniable f~ct thet Swlt:er la.nd i~ de]:t!ndent on 
l.:lr-orte, Md can onzy erport 1f tho necouary raw caterl.als ~.re obt Rlned 
fro• forot.-n co~triea . 

Under preoont clrcumatencea Snit:orland ia not a t r.ll in a position 
~o y..u-sue an autonomous econoa!.c ~liey bwyond ita frontiers, or ta it 
~ooible to believe that, for inatence, one ot t he few cc~triea still 
~rauint free commerce, as the United Stntoa. would Fe¥ more dollars tor 
SQiao f ranca aim"ly because we nullified our dorr oci etion wholly or ~rtly 
throu.ft a atroke of t he pen? Th•t would, of course , be ~ossible if a 
atror-a d.l:llMd for Sr. iss f rancs prevailed. in those countries , Tihi ch , how­
ever . 1e not tlte eace. The world tod.t:a;/ require., foreie;n ex:chP..n.~te less 
thrn goode , and no currency 8JC!)er11ftent a will l>o able to supply us with 
more r nd cheaper c;ooda in a time or ill'01'1 in& acerclty of merchandhe, un­
leu we ar• in a position to provide thoae oupply1n.: countries either f•lth 
the •'\'OOde or dollars "hich they need. Another un1'u1 tunato circu:Jst"!!ce 1o 
t:.e fact thet we hav~ lluge C.ollar credlta blocked, whicll c•n on~ be uaed 
for co..,ercW 'OUl'lX>&e&, so that tho Uulted St• tea would huc!J.¥ accent an 
C!'T'l"teiation of~ th~ Swiss fr3llc "1t"l!)\:t tP-kiC!; cou.'"lter ; easures vhich ~1dlt 
reoa!t i n e;reater dlfflcultlea for roPlld:lf t:1eae dollar credits. 

To a tll&ht extent we ~ve ooreoYer alroki~ :rocPe~ed with the nro­
p:at4 &t!prec1e.t1on, 1nasr:2U.c'\ es the national 3r~ Ma , as a r-esu!t of 
he:•i•r c!.oll•r odes, 6re.duall.! le>Jered t he ~oll•r rPte f roc 4. 46 frenco 
in~· 1940, to 4, 31 franco in nover.tbor 1941, w'n ich correoponds to"" appre­
ciallon of the Snies fre.nc of :;. 41 percent, "hieh bPd become depracle tod to 
t. bichor dettree. Such slight difference• in tho rate were o~v pou1ble 
Pi • t11110 when the Swiss dollar credits could be freol,y d! spooed of , which , 
as h known, ia impossible under the A!:!!Or1can ~•s.curea ot blockin$ tunds • 
Md !neidentdzy also nith regard to !roe curroncloo "hich are baaed on 
t>e doll.,r , or countries r.ith nhieh there oxiate no clee.rinz systen , auch 
"' For t \14(1'1, Swedon .,.nd the Argentlnea . 
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If, ther efore , it ie impossible to t'tduce tite "''t'1ce of 1.:n;orted 
cor ... ::.'Ul411e t.hr<r..J.;h an apprec i.&-tion ot our currency, ~hen t he reaulta 
in the countrJ will be o! little 1•portaoco. Po~ps cert~in ~Ychol~!­
c• l effects n1£ht develop wh ich, ho"eYer , obould not ~• ovo rea t i tll\ted. 
;'he ''"""'c! for coods ~ould poaai b:cy bu red.ucec1, .U though it 1s a till 
de~ndeut oc ~he pure..t1B.s1n; _power Mci t·o.t1Gt1n,s , so t he t the appreciz..tion , 
1 , "' 

111 ·~· cteflet iolte.ty measure - M~ .a suclt 1t ahould be deai~n·ted -
c l -Jit !>r ot uce econo.,ic dis•dvM t O&ee . !!'ur t hor,ore, aft er • wh ile , tne 
f rctors " hieh heretofore l12.ve detormined tho price f ormat i on , i . e ., 
aho rttv'e of rc.r. l'leteri.als Ntd €Ood.a , would C\Ct" in tend to inc:r eaee !)r ieea , 
81 ..,elrll,y if the cu.rrency OX!$l'iment ohoulc1 ht>vc onl,y a l!:nited. dur ation 
r nd bo nboliahe<l at t he end. of t!•e we.r • 

.. e t-.re t herefore of tile opinion ~'tat we ahould enc..~e in no further 
er: ~ri::enta rith our curr ency . I f we recomence ~oy curr·enc; ... ceni_;:ule.tiona . 
t~c eonfider.ce in thct Swiss f r-e.nc . whtc~1 autfere6 rtlre~Gy Gll~tly throu.&h 

t>• tev~ lu:-tion of 19:.0, is bount!. to dhen_ocr r t ntird;: e1t! then " ruoh 
t., 1m-t3t in r.oods r.ould C'!!rtt!ln ly dC\"'eloo " . .ru! hrve Just t he ou,..ostt.e re­
au.lta r t t:toac l' l:oed a t. The refore. banda off nueh de..~erou.s e:tferin.enta . 
10'h1e·~ 'C'?ul~ cG.use er.onaous losses 1n the ol<' Pnd C.oll.Pr reserves of the 
. :att,n.'\1 3."'.nk, wh!.eh :-ou!d fe.ll OI"J. the tu 'r)t~ ·era , after e. covetous Mi' 

"' rt-11 ' ted 'I'Olicy of the note issuing bonk ffOuld h· ve rbsorbf>d rnd 
' !o trlbute~ the currenc:• atab ilizatioa t'l.lnd.. 

One nuat bear the conseouenccs of one ' a ohtP_tcea. The conseoueneea 
o! t il• c•~reclr tion which enlicht oned ""OT>l o h~d r-red !cte~ , ce.nnot be off­
set =~;It ly b, t~Jdng cou.-:ter meeaurea . Hi MUSt now resi··n oursclvea l'nd 
ro~ U:-e th11t r n t'rmr eciat ion of the Sr.ie:a frtmc would Oe a tot~l failure . 
T:1e ~l"'n of l"Mb1ti~us 'OOlitieiana wi1o nd.vocat o it n1r1'!t be furt~et"ed , but 
~~ ocono~1c life r.ould only be thref\ton~d tr.:" nen <!ieturbpnces P.nt co!"'·:ul­
t1or.e , Y"'JiCJt in the nre3ent troubleao ... a t 1Ma nuot under ,..ll cirewast--nee-a 
00 "YO!Iiec!, 

Regraded Unclassified



TO 

TREASURY DEPARTMENT 16-l 

INTER O F FICE COMMUNICATION 

.. eeret:1Z'J ~rorge:1tn.au 

cc'\ ·-.R 0 ~ \. ~ ~ ~ ' c;- ·"' 1 .._; 
'- •v • ~A L 

.. r·. ~,~ietrico 

.•,ijlliatered at erlinb tra.neo.ct1oue of t he ru;,~ort1n.t; bc.n.c" were aa follow•: 

Sold to co~erc1al conceroe 
Purebaaed from co~ercial concern• 

•. •• ~u.c"' oterlinc;; held atoad,y at 4.0)-3/4, and t here vere no repo.rtod 
~ruucc.lona. 

J• Calr lJ 11.;t>t <racl1.!16. toe Caw>dian dollar dhcoant contbued t o v1don. 
• -•' e..rr••~ 1ov of 14-5/&>,. vas reaciled at tho clooe, wllielt ce>:>pareo v1 t h 14-1/-o,. 
• .:_n :1.,~-~ot. ..,ne of t ile ... ev Yor~ b~t re, orted tbt i t 'k'Ce :: &eller of co.nndlan. 
.ollaro re.,r.uati:t,. U!e insurance premi a collected by CIUG.dian affiliateo o! 
~crai- A.,.arlcan iotu.rance co!tl~&.nlea . 

: .• e nrc.•"tine free pea<> llloved off 5 pointe to cloae a t .2350. It h ro­
;on.:~ 1o1.at. tht.tro are orders in the !llar&:et to eell nt l&nat 300. 000 yesos. l<.'hich 
"'" not /'t~~t oetm e>..t~Cllted. Atte:npta to aell t l.ia •-1ou.nt may lead to a fu.rthllr 

.oolln• In tne :ate , owinc;; to t he !Jlarket • a t hinr.oas. 

lhe V..>eouelan b->livu, ••hi ch declined 10 point• yeatero.a,y , l'ell t.llotller 
-• ;olnta tooio;r, c1oa i nt: ot . 2b50. 

In ... , .. lor.: , cloeiuc- quotations for th~ forel~_n cu:riolCies listed "tlelov 
~.:-c u :ouo"a: 

3 r a zilian milr eis (free) 
Co1oob1an ;>eao 
.-.exican peso 
Jru.,-ueyan peso (free) 
Cuban peao 

-V?ll> 
-5775 
-20o5 
-531(1 
1/ot> j)Tfciu.o 

• ... .. C!Y lorl( bon,c repor tea. til::tt ita .~8J11la oft"ice •a• now c__uot ing .o.o'21no.l 
·../!.a,. a..d ltlLil\.,. rutea of ~ . 4;:,02 lllld ;> . 5000 , r ea.o>ectively, for the ;,>ilillipine 
•11~· J•l'ore .ece::~ber 6 , t l>e prevailing l evelo wore ,; . 4~o~ OJ,Yi ng Olld S.49o1 
~fl.:t~. •\aJ ..o•••t.l of En&land• a officio.l r a t ea t'or t he peso wer tt lowered todny 
·l ··• '<.Ulvtl.oo t of .; . 4905-1/2 o...,illb and ,s . 4;ol-l/Z atU1ng. 

• ..tl UlC~; ~1; , ,,0,000 in r;old to t he Swill ~.tt t1oual .caM, \rrl'uic_ wa.e AdG.ed to 
·;•,tiLr .. rr,.td. ! ccount . All of t he gold u.ted i n t.ni1 tra.neactio:l v.·6a ; u.rc,.a.eed by 
.. S.:.ro. ~ ... c o, .€1tc.l l"U.nd. I n order to increaae tte ~taoi.l i:!:ation. l-'und• s e;ol d 
• ""••.-. ho ; urcr-'>oed .;>7,4oo.ooo in ~;old t ro.o t eo. General :'Wld. 

I) tot. ~olJ eng-age~en ts vere re~orte4. 
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I• London, apot and forward ailYtr wore unch&acod at 2}-l/24 and 2}-9/1&4, 
'i•a'v Tho v. s. equiYalenta wore 42.&7; and 42 . 78; . rtlpte" .., • 

, ba Treaaurr•• purchaae price tor !oroicn a1lvor wao unchanged at 35;. 
HID<I¥ aod Barman• a aettle!Dent price for tore1cn e1lnr vaa alto unchanged at 
}5-l/SI· 

'•• aad.t ao pu.rcb&aea of a11Ter todq. 

AJ 
CO N FIDEN TIAL 

• 
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BRITISH EMBASSY 
WASHINGTON, D.C. 

16€ 

30th J9cor:!:>er, 1 C41 , 

Joar : r , Secretal'y , 

I enclose heroin fol' yo'Jr personal 

~nj secret in~or~ation A cop~ o~ the latest 

!'"port received fron London or. the r-.ilitar :r 

stt~o.tion , 

3el1 ovo '"to , 

.)el\r r . S'.lcl'eta ry , 

Var y ~lncerely ~'"ours , 

.cnr·· :·or -;enthau , Jr ., 

tinite:i Sta.tes ': ron3ur;· , 
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Cow No. /;r -
III!IrJSH UCST SIJW:T 

(O.S. Slml:T) 

Waraat.ion received up to 7 a.•., 29th o.o..-, 1941. 

16? 

J:d.sht tcrcoa ani twQ 1nt&Dtry aaawlt 1h1p1 retwned yeeterde,y 

atttr a .uccenf'\11 oper ation on the Ntrwegian Cout.. IU.lita.ry b;,ttorin were de· 

r.oUsbed .net induatri&l pl.anta des troyed, Hinety.six pritono.ra wne tlkoo and 

~.t•YJ cuutltiOI wore intlioted on tho encuq , Five morohMt vuaola, two anted 

u aJltrt and a t.UC were destroyed or sunk, ».vel ca.:rualtiea were llaht Md 1.n1;7 

easualtJ.t• included two ot·tioor a and ti.t'teen other ra.nb Wled which QN not 

!d'7 eocal4trizlc the IOYero oppolition in otreot t'iibUns. A Dut.ch 1Uburl.no 

w.t, , ,.,... .. d .. tr.,.r on the 24th our m:mc. 

( :t) lll.Wll1 
.ldl!U• Eve~ 27th. Air report. indloot.o t.bat the tneiO' 1o 

b .JtD.I!IIA .,.., 11 obt.ail\lns supplies and pet.rol b7 Ma, Lat.oot reporto lodlcate 

t.ba\ C'Ait &n~ourod torce• are well rotmi the enecij'• s Southern nank wit.h patrola 

u tv l~tt 01 U:m.SA BRlXiA, Six enecy tanks noro destroyed noar JiDABIA on tho 

molor ot tho 27th, Motcrlood troopo woro 1n contoot vlth tho OMIIIY' • llorth· 

tu t.ern nt.nk IOM titteon miles hom. JEOA.BYA trh.Uo elomento ae• to have vent-ured 

c=~rablJ' t\zrthn in·to ~ onet=Yis pos ition ru:d are r.portod t.o have ahell.S 

~part t.f:oot ldlt1 North ot tbe town. .l1r obaorvation Npcrt !dentitioation 

!!!!trot O'll'1rc to our eoluc:sa bell'lfl intendxed vitb the entq. 

ll.Y.&lla· .cJI!.!Ii, G\lr troope hno oltl>drow to poalUona abcut 

"'>".1 oUu South or IPOII. 

~. An attempt to dblods• the tOAIO' tMo I!(J(PTill on the Zl•.c 

~~. ~~ IUt'tertd 101111 ouualtioa but details uo not yet. Jmotm. 'lbla place is 

e; t1lt Cout between VIC'n:RIA POINT and t~UI, thert 6J"e no rooda to it Wt th6l"!t 

11 •ll»ll llndlnc around , A RCLll concontrat.ion or troop• in Si.OJDOit un1fom 

11.tb. •tveral lorries 1a reliably toeported on the Siuoao border in tho area ot t t 

tt;pc l'tt.O.bel Ot ti'A laXOrll R.lvor. 

(In) m oryurmjs 

:!!STERN l1tO!If, 27th. Boaul'lghtaro and Bl.cnhoU. (lncludlnS t . 

a.c,&. P,) PI'Ciact!ns ntval \IDit.s operating orr tl'.e !.....,..lao Cout 4ron orr all 

·~ ~ and dootr.,.d - Cen:an rlibt.er• three bal>ero and cl4oocec! ~· 
:·~ &i."''ra."t., Tt:rt. or our aJ.r.ct-att are a.t.u1f18. 27th/28th. pussnpc!lf. ~ // 

«to or li.E, and u,ooo 1ncondiarioo were dropped, lla:>7 l&rs• firu "ro otort.ea 
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In the t.oml a114 near tho rall11'8Y eentrea, At BOULCGJ£ e.lld BruST 33 to1111, Blra•.t 

~ere"'"'" 1n tho dock& area, 16 R.C.A,F,, 2) R,A,A, F, l1l:d l4 R, H,Z,A,F, aircra1\ 

took part in these operat ions, 28th, Tiro merchant "easels of about 5, 000 tons 

r.ero attacked by R,O,A, F, lludsons off the Dutoh 004st, One was hit emdshipe lind 

tho other was thought to be hit, 28th/29th, 222 airor11ft were sent out - l!ILII<:U: 

SP-''IEII 861 !lUIS 811 El.alEH 1,1), Intruder Opora tiona 10, Visibllit:y rms good lind 

results are believed to have been effective, Seven mediua b®:bers are miosing , 

Al:Gut Nventeen ene~ aircraft were operating, EOB t of ohieb are suspected of 8011 

:JD1nc in tbe TIWIES ESTUARY, 

llEPITERI\A1JiA!!, YlliA• 27th. Four squadrons of Blenheims 81¥>• 

cesst'Ull;y attnoked ene~ positions in the BARDIA area, Tcmalumks destroyed throv 

veb!elu and dlllll4ged about fifl:J' others betf!eon JEDABYA Md EL JlGHEIIA, Tno 

Telllahalllts are missing, Enell\Y fighter activity in tho battle area !'las very slight, \ 

27th/2Sth, llaval aircraft laid mines off '<'RIPOLI ( L) nnd eleven l!ellingtollB at­

tacked shipping in tha harbour, 25 one~ aircraft oads raids 011 27th, 27th/28th 

aal 2Sth. No important d&~C~~ge :~~esul.ted, One bomber was shot down by lilrricenea, 

FAR §AST, l!AIAYA, 27th/28th, Six Blsnl'.eil::a attacked SUN:EI 

rjiUI ~. At laaat seven fig.bters were destroyed and five fightars and 

tl:ree ~~ dOMgod on tho ~ound, 28th. Throe eneey airdrsft attacked !'aiT 

s:itm!f~ One wes shot down by Kua and enothor probabl;y destroyed, 

(IV) HR!:RAU CA5UAL1'IES IN OPERAT!015 QIIE!l At4) ffi!;!.l TI!E BRITISH IS~ 

Gorman 27th. Five destroyed , t hroe drunnged. 

British 27th, Three Uia31ng 

27th/28th. Seven Diesing 

Total Ten. 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMM UNICATION 

DATe Dececber 10 , 19bl 
Secretary Uor gentbllu 

Ur. '< •m~rck 

S11bject: Summl\ry of Milltsry Re ports 

Use of American Pl~ 

:n Ru~~lA 
A• or December 27 , the RussisnR stPte t h" t 15 out or 

22: p.uo •a Ar e completely out or commlaR1on. The rest Ar e 
o••r•t ln£', bu t ,.1thout gene r a t orR. 

Ruaal~n officiAls decl i ne to ~1ve our Militpry Attache 
lnfor-At i on on the a ir r outes u sed t o del1v~r American olsne s 
tro:u E:o~ ra, Iraq to Rus~ ie . They stpte t hAt the a"ree~:~Pn t 
In 'l'eer. ln l!tOn wAs t hA t the plnnes wou l d be del ivered to them 
ot &pPr~ nnd , therefore, it i s not neoesenry to fu rnish 
lnror 'llnt l on on the r oute t he olP.nes follow t>fter t ha t. (The 
RuH ion~ pre Cl)nAlstently follo., i n!!' the policy or ll1V1ng 
only t:.e in for ma tion t h11t i t is ebaolutely necea~ary to kn ow, 
or.ly to tt.o.e whom 1t ls absolutely necessary to inform, end 
no~ on lots more. TJ.e ir interpret st i on or whet i s absolu t ely 
necesM ry l P ~>leo " very ri l! id one . In vi ew or the sur pri•e 
t •. Py orovlded tne Ge r .. R.n Army, it 1 A ditr l cul t to a r gue th~>t 
Ct.e)' •re wron~~: . Ou r p r my, ho'Vever, fe els etron~ly tt>~~ t i t 
If not r tt t in~ enourh 1nforr.~>t i on. ) 

(!ulbye~ev , U.S.!.P., u.s. Ulll t•ry Att•ehe, 
December ?8, l <l 'l l ) 

:" l.Hyft 

?o•Jr Fly1nfC' Fortres• eP (9-17C) re~ched t he Middle :i:Pst 
on \ove'llhPr 1, 19111. Since th!'n , three h1orh nl titude deyli .. ht 
:l~s 1one were oerformed. Each time '' 1/U t ons of bombs .. er~ 
c•rrlpd And the nve r AP' e flyin g soeed wA~ nround 200 miles oq r r.ou r. 

On Novembe r 8 , two plenee 10ere sen t to bomb Benghez 1, 
e totol d l • tAnce of 1, 211.0 milep . On the WilY home, one nl,ne 
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~ad@ 8 f or ced lendin~ 200 m1lee from its baee, due to leek or 
ru~l. The olane wee deetroy~d, hu t the crew w88 unhurt. The 
lcf& wee &ttributed to e rrore by the Aervice crew •nd oilot. 

on November lU, one olsne wee sent to bomb Een~he~1. ~ 
~ !Pt•n~e or 720 miles. 

On November 19, one pl ane was sent to bomb Dern&, A 
dl etnnce or g6o mile s . 

s1nce thAn, no missions ha ve been pe rformed hecauee or 
exceedve oil consumption by the two inner engines . The ol•ne• 
ho ve been grounded, while attemote are betne made t o diAoover 
t ht CPU&& • 

Amon~ the other d1ff1cult1es whi oh develooed ere th~ 
rollowtn~r: 

The bomb door s failed to close when ooened. CAuse 1e 
unknown. 

There was 11 loss or engine power o"used by exhoust meni­
•otd le~kll@'e . 

(CAiro, u.s. Military Att11che, DecPmll!r 27 , 1941) 

U6e of Aill§.!:iCI! n TMks in Libya 

oecnuse tile meche n1CP1 performance or tb., Amerlc~t n t Pnr s 
u•ed 1n Libya has been relatively so satisrsotory, and be­
couse or the oomoqrPtively smel l d istAnceR PB yet covPred, 
no l• rge- ecAle overhAuls of t he tenke hnve been requ i red , 
•e Y•t . 

(C~1ro, u.s. Y111tAry AttAche, Deceober 2c, 19~ 1 ) 

Cur :Hl ltary Attache i n Ruse111 r eoorte th•t Russll'n 
'use or Armored motor s leds, e t lesst exoeri mentRllY , 1e 
orob•ble ! (Th1e Je en underststement , in view or the fnct 
· r.•t ·he RueA1Ane used s uch sledR in the Rueso-F1nn1sh WAr 
'"1tlJ eonaidereble success.) 

(Ku 1byshev, U.S . S . R., u.s. Milltory Attache , 
December 28, 1941) 

' 
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NEWS ITE.IIS OF POSSIBLE INTEREST 

LlbY~n Campaign 

The R.A.l". offiohlly Announced that the Axls air 
roroes 1n Libya lost 476 plsnes from the start of the 
Libyan offensive to December 23. The Britleh lost 195 
pl~ne a ln the same period. The maln reasons for the 
greater Axle losses were: the Royal Alr Force had the 
1n1tl.ot1ve, Axh alr activity Wile hi!JIIpered by short

11
!Z:e 

or ruel (due to naval and air att.ocks on the supply -
lines), sdvenoln~ British troope were sble to capt u.re 
dle.obled enemy planes before they could be repAired. 

(The lose of 476 olanea la over t wo-thirds of the 
tot.ol Axle sir force of 600-700 ln Libra.) 

An>entlna 

LieutenAnt-Colonel Edmundo Suat.oltl and M~Jor 
BernArdo Menendez have been appointed to new air force 
~oat s ln the Argentine Army, the War Office Bnnounced on 
Deoember 27. (These t wo officers were active partlcl­
p•nts ln the pro-Axle plot of September 23 And were 
arrested At that tlme. Suets1t1 ~~~s the commander or 
the aviation school at Cordoba, whloh was the center 
or the plot.) 
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GROUP :.:EETiiiG 

Present : ~ . 
l.:r . 
~ -
l.!r . 
~-::r. 
Ur . 
ll.r. 
~-
Jjo . 
!!r . 
Mrs. 

Haas 
Graves 
Gaston 
:..:Orris 
Kuhn 
Foley 
Blough 
oell 
Thompson 
Sullivan 
'.'lhite 

Klotz 

December 31, 1941 
9 :30 ll . !ll . 

169 

H. l.:. JR: Well, have I seen you, Harry, since Keller 
;1as here? 

.'iell, I don ' t know holY many of you knoiV I have 
been r:orking on thi s, to ~et these orders for these 
people . ~ . Keller came 1n l ast ni~ht at five o'clock 
and told me tha t in t wo days he had succeeded in gettinG 
an order for seventy- three thousa.'l .~ trucks, and he 
had bee~ a t it since t he seventeent h of Seotember and 
hsd been unsuccessful, and he ~1ent home last night with 
•n order of seventy- three thousand t r ucks for the Jod~e 
rlant. 

l.!R. '.'l!i!Ti::: Are t hose the military trucks? 

ll. L:.Jtl : Ten thousand eight hundred and thirty­
eight are half ton four by f our mili tar7 trucks which 
will fill the ~an in t!le Dod "e a sse:nbl y plant until 
i.;>ril 15. Sixfy:three thousand are new three- quarter 
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ton trucks which wi ll be in ~roduction by Anril 15 tJ 
reach a production of seven hundr ed a dav by the 
fifteenth of June, and t hey have given them extra 
money to tool up fo~ the Russian thin:~ · That is wha t 
the;r cal l the lo\7 Sllhouette t r uck. He said, "I 
hope you won 't mind, but everywhere I went i n the ".'.'ar 
Department they kind of winked at me and said, 'I see 
you have ~ot the Secretary of the Treasur;r working as 
your ar,ent helpi ng, to get orders .' " I said, " I don ' t 
lind if you don ' t . ' He says, "I don't . I have got 
seventy :~illion dollars out of it . " Two cays. 

And t he other thin; :7hich I checked, it is the 
:artin B-20 which he was asked to make the central 
section of t he main bo~· for and it was only on Cnristmas 
Va:f that he ~ot the final drawins s. He was origi nally 
asked to meet Knudsen on the first of October of 1940 
in tle:7 York and they plan."\ed the ti ing then, and he got 
the final drawings on Christmas Day, 1941. 

!.:R •. Tr!I TE : Fifteen months . 

ii. l.:. H : Mr . Gas t on? 

:~. GASTOJi: I suppo se you noticed Leland Stm1e 's 
article l as t ni;:ht on the Burma Road? 

it. 
:.3. GASTO!I: It would be 110rth your 11hile to read 

i:.;.:. JR : All ri~ht . 

!.ll. •:,}liTE : I started some other inquiries about 
it , so after ;rou read it we will try to get another 
check up on t hat . It is quito a st or;.• . 

:.m. vASTO!I' : This fellow is an absolutely reliable 
fcllo:·1, I think. 

i •. ·.: . Jn : The one that had about their rUll!ling 
luxuries over the thing? 

I 
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L:R. GASTON: Yes, all kinds of graft . Ilothing 
~oves "ithout pa~en~ of ~raft, and they shunt mili­
tary suppl ies as1de 1n oraer to run private cars and 
~ines and so on i n. 

MR. ?flUTE: There is cer tainl y a good deal of 
truth in it . Whether it is wholly as bad as that I 
don •t know. 

(Discussion off the record . ) 

.IJR. 711!ITE: It would be bringing coals to lien 
~stle . 

H.~JR: Harry, that is verJ unpatriotic . 

MR. ;VIiiTE: This is south of the Chinese border , 
:;r . Secret ary. It is i n Burma , controlled by the 
f)tgli sh . (Laughter ) 

MR. GASTOll: I haven ' t anything . 

MR. FOLEY : Nothin~ . 

H .. L!. JR: John L. , of !len Hampshire? 

lm. SULLIVAN: ·:le heve had a lon3 conference IYi th 
representatives of the :·lar Derartment . You remenber 
j'Ou nrote to Stimson rdten he told you he :-.ouldn' t have 
tice to sit donn and talk over that Panamerican Airuays 
contract, in which the ·,·iar Department aereed to indemnify 
P~n&Merican against increases in taxes. Do you recall 
thAt? 

H. ~:. JR: Yes, I recall it . 

. l.:R . SULLIVAN: i'lell, anyway , ne fou~ht it out and 
ln the course of the conference t hey adm1 tted to us t hat 
Panamerican Airways was holding a gun to their head, and 
they were do in'! it because t hey had to, and we refused 
to do it . v 

E.U.J R: I renember that . 
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J.."t. SULLIVA!/ : And finally new lanr.ua<Je has been 
worked out for the contract with the ·.:a~ D~nartment 
and Panamorican Airways rthich !Jr. Foley and· 1.:r. Kades 
and I think is satisfactory, and we would like to uo 
ahead wi th t hat . u 

H.JJ. JR: O. K. 

MR. SULLIVAN : And I have a memorandum of t hat 
conference which I think you probably 11ould like. 

H.M.JR: Put it in ~ file , will you please. 

JJR. SULUVAI'I: Yes, sir. You had some corresuondence 
with Leon Henderson about his request to microfilm· a 
very large number of returns in the Buren~ . 

l! .M.JR: Yes . 

JJR. SULLIVAN: He was allowed to get so:ne of them. 
he wants all of them. There has been prepared an 
Executive Order which would enable him to <;et t hose . 

II . Ll. JR: Nut s , says I. 

i.!R. SULLIVA11: 7iell, I didn 't know anything about 
the previous t ransaction, but r,oing over it, I thia~ we 
are coing to be in a dif ficult position if we are re­
fusing him any iaformation that is helpful to hi.'U. 

H.!.!. JR: 7/ell, when he needs it . I am not going 
to have the income taxes of all t~e corporations of 
~erica floating around in Leon Henderson' s office . 

!low, l et me tell you the absolutely as i nine 
request he made of me l ast nieht throuzh Lubin. Lubin 
calls me up, would I see a couple of men from Hender son ' s 
of!'ice because they want the Government tires that we 
buy at factory prices to clear thrOU!;h l ocal deal ers, 
and let t hee make the commission because the noor dealers, 
tire dealers, are goin" to starve on account of action 
thtt t Henderson took, a~d I tol:i Lubin I r1oul<in ' t think 
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of doing it , and I repeated it last night. I was 
there at Wickard's house with Wayne Cor and Oscar 
cox, and they said it would be perfectly ridiculous. 

Then the next request he makes was, would I 
distribute the Government tires through his local 
committees, and I refused to do that . I said it is 
perfectly proper when we get a l ump sum of how many 
tires we need for Leon Henderson or somebody in 
Washington to say, "You want a million tires for the 
Government. You can only have a half million." That 
is within their province . But for me to do the other 
thing, to pick h1s coals out of the fire - and they 
all agreed with me last night . He has got to give me -
if he , for instance, needs to know how much for par­
ticular reasons some colloration's or some industry' s 
profit, I will consider 1t, but I will not give him a 
blank check. 

l.!R. FOLEY: Well, Mr. Secretary, I don't think 
you have got the whole st ory. 

H.M. JR : I am not going to do it. 

MR. FOLEY: He is not asking for the returns and 
that isn't what this order does . He did ask for the 
returns and we told him he couldn't have them unless 
he could give us a good reason. 

H.Y.JR: That is right. 

!lR. FOLEY: Now, he came back, and he did give 
us a good reason . 

H.M.JR: ~at is it? 

L~. FOLEY : And we are suggesting through this 
order that we give him merely the information that we 
take off on these cards, and it isn ' t the return. 

H.M.JR: But let him specify the indus~ry. If 
he wants the tire industry, as he needs an 1ndustry, 
let him spe city. 
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J.R. SULLIVAH: l.!r . Secretary, rre don't have them 
clasoified by i ndustri es over there . 

JI. t:. JR: 'He don ' t , but he does . He takes one 
i~dustry at a t ime. 

:.m. SUlliVAN: 
i ng ou~ re turns all 
expens1ve . 

But that means we have to ~o pick­
over the pl ace and that would be 

H.L;. JR: I am sorry, I am not zoine to give him 
a blank check. I won't do it. If he is interested in 
the price of cigarettes and wants the cigarette industry, 
tobacco industry, I am willing to give him that . If 
he wants the tire industry, I wil l give hie the tires. 
I am not ~in~ to have t he thing floa ting around . I 
won't do 1t, that is all. He has got to say, "! am 
about to study - I have got to know what the tobacco 
peopl e make , so I can fix t he price on ciearettes. I 
hcve got to know what they are doinr, so I can fi x the 
price on remade t i r es or cotton goods ." O.K. Then 
l et him gi ve us the list of concerns and we will pi ck 
them out . 

MR. SUlliVAN: He doesn ' t have t hat list, you see . 

H. KJR: '.'/ell , they told a story last l'.i!;ht, Oscar 
Cox did, about a hundred and ei~hty thousand tires to 
Chi~a . They challen~ed that. Oscar said, "I have :at 
seven people and they uanted - Henderson ' s organization 
:-:anted us to do all the work for theo, about ho11 can,y 
tires - the whole business, and he has p,ot a thousand 
neople over in his office and I have &ot seven . I 
lold him why should I try to justii"; 1t. on a basis . of 
~hether a hundred and eighty thousand t1res fo r China 
is fair or isn •t fair?" 

He wants evel";body to do his work. I won ' t do it . 

L:i\ . SULLIVAN: '!Je have been offered--

H . L~. JR : I mean , the stuff by industries - if he 
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doesn't know it, what are the thousand or two thousand 
or three thousand peop~a he has got over there doing? 

UR. BLOUGH : There is a register of American 
listed corporations from which a lot of this informa­
tion cnn be t aken. 

H.M. JR: You (Sullivan) have got to take somebody . 
'.'!ell, look, you can quote me, I won' t do it, see . That 
is all. 

l.!R. SULUVAN: We have been offered the cover of 
Liberty magazine for URrch 11 for Disney to do some of 
the characters on the incooe ta.x business, and they 
called this morning. They have got a dead line of 
eleven-thirty and t hey wanted t o know which of the three 
circulars that have been distributed, "Know Your Taxes,• 
"Hol"l to File Your Income Tax, 11 and the "Tax Saving Plan," 
we would like to have reproduced. They may be willing 
to reproduce all three of them in that issue, but I 
would like to talk with Ferdie and Harold Graves, and 
then call them up and tell them. 

H.L!, JR: O.K. 

1~ . SULLIVAN: And also tell them that we will be 
glad to have the cover on that magazine. 

H.U.JR: Fine . ·::ell, the President shot the 11orks. 
I was so overtired last nleht I couldn't tell Bell and 
you and the r est of t hem what he said. 

!.!R, SULLIVAH: We read it • 

H.L!. JR: And as far as I am concerned, I don • t have 
to ao up and hear his annual message . 

You know, it was terribly funny". He said to Harold 
9nith, "!!ow get busy. " And Harold &IIi th kept saying, 
"Well , Mr. President I don 't know whet you want . I 
don•t know 1vhat you ,;ant. 11 Well, he has got it now. 

Lm. BELL : There it is . 
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H. ~! . JR: Harold SJni th 11as in an awful spot yester­
da;r because he didn ' t know the f irst t hint, you see, 
havinr. been away for three d~s. 

MR. BELL: Di d he want Harold to write the "State of 
the Union" message for us? 

H.M.JR: No, but this whole question about pro­
duction, and he ~ave him Sti~son 's memorandum that just 
cru.e in on the v~ctory progra11 and Beaver brook's memo­
randuc which just came in and that kind of stuff, JOu 
see. 

:.m. SULLIVAN: i:ere you asked to prepare certain 
parts of t he message? 

me. 
!i. !!. JR: r1o, but Snith is tying t o CO:Jsult with 

m. SULLIVAll: \'/ell, the reason I inquired i s , 
17hen he came out, you remember you stayed in fo r a 
:·;hile . He says , "Now you fell017S have eot to go t o 
work." I said, "!low so?" He said, "Well, the President 
a~J:od the Secretary to prepare drafts ." 

H.!!. JR: ':/ell, Bell has boon ti"Jing to get hi o . 

:~. BELL: Yes, I tried to cet hie. 

H.~.JR : And when you talk to him ask Sbi th . 
whether he would l ike to cooe over and have lunch Wlth 
us on Friday at one o ' clock . 

'.n. BELL : On Friday? 

H.LJR: Yes . 

~iil. SULLIVAN: Are t hey goine to put that figure 
on taxes in the message? 

H.L!. JR: Yes . 
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H . ~:. JR: Harold S.."1i th was in an awful spot ;rester­
daJ because he di dn ' t know t he first t hin&, you see, 
llllvinr, been away f or three days. 

MR. BELL: Did he want Har old t o r1ri te the "St at e of 
the Union" message for us? 

J!. !.I. JR: No, but this whol e question about pro­
duction, and he gave him Sti~son ' s memorandum t hat just 
cru:e in on the victory program and Beaverbr ook 's memo­
rand~~ which just cane in and that kind of stuff, you 
see . 

:.m. SULLIV.U:: \".'ere you asked to pr epare certain 
parts of the message? 

me. 
~!. !:. JR : No, but Snith is &eing to consult with 

!.ill. SULLI VA11 : \'fell, the reason I inquired is, 
when he c!lllle out , you r emember you stayed in for a 
:·;hile , He says , "NoV! you felloi7S have got t o go to 
\70rk ." I said , "HoVI so?" He said, "Well , the President 
asked the Secr etary to prepar e draft s ." 

H. !.l. JR: '.'/ell , Bell has been trying to get him. 

~~ . BELL: Yes, I tried to get hie . 

H .~.JR : And when you talk to hi m ask Smith . 
whether he would like to come over and hnve lunch 1n th 
us on Friday at one o ' clock . 

:.n. BELL: On Fr iday? 

H.1t. JR: Yes . 

1JL SULLIVAr: : Are they going to put t hat f i gure 
on taxes i n t he message? 

li . L!. JR: Yes . 
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l!R. SULLIVAN: Do you think I ought to talk with 
thea up there? 

H.U.JR: No , no . 

llR. SULLIVAN: I don' t think so either. I am just 
askin~ . 

H.M. JR: No . 

This came last night by air mail, Ed. I know you 
can't do it, but let !.Irs . Lehman know what we can do. 
She wants to send nine hundred dollars to Paris. Can 
we send any money to Paris? 

UR. FOLEY: It all depends on nhether it is a 
citizen or not. 

H.M. JR: The appl ication is attached there , and 
if you have any questions, call up Mrs . Lehman direct, 
yourself. 

Affi . FOLEY: All rieht . 

H.1!. JR: But I don 't think you can send more than 
a h~~dred dollars. 

l.lR . FOLEY : That is ri,p,ht, a hundred dollars and 
twenty-five dollars for each dependent. If it is not 
a citizen, that is. If it is a citizen, five hundred 
dollars . 

H. ll.JR : Well, clear it with her. 

O.K. ? 

MR. MORRIS: Nothing. 

H.M.JR: Harold? 

UR . GRAVES: Nothing. 

H.t!.JR : You don't know. Here are oy follow-ups . 
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Incidentally, George, I read your memorandum very 
carefUllY, and I am glad you are going into the field 
I have also dictated you a memo that whatever you giv~ 
me you should give Bel1, Graves , Brouchton, and Hall, 
you see. 

UR. HAAS: Oh! 

H.Y.JR: Because Hall kind of tells me, "I am just 
in the dark. I don't know. " Well, we wiU turn a 
little light on. 

UR. HAAS: Yes, those reports turned considerable 
light on it. 

H.ll.JR: Yes. 

Harold, I won't embarrass you publicly. I will 
hand you this follow-up. 

1m. SULLIVAN: Not much ! (Laught er) 

H.M. JR: \'fell, I feel very mellow today. Anything 
else? 

URS. KLOTZ: There is another in t here . 

H.M. JR: Oh, wait a minute, while you are on your 
feet, Harold. Here is another. 

!JR. GRAVES: Would you like me to tell you now 
about this? 

H.M. JR: Oh, I would love it. I would just faint 
with delight. 

MR. GRAVES: About the motion picture theater 
thing, there is a committee of the industry that has 
been organized with headquarters at New York and this 
proposition has been laid before that committee . Many 
feel that they are already doing this . We think that 
the wise way to function will be through that committee 
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of the notion picture industry. 

I! . J.I. JR: 71ill you z ive me an ansrter next :rear? 

UR. GRAVES : I will, next year . 

On the Ge.llup t hing, we have prepared the questions 
a series of question on this - no, this particular thing' 
has already 3one , this questi on of whether the:r want 
\Var savin"s bonds or !>efense Savings Bonds . That was 
sent to Gallup ri (ht after you asked me to do it, and 
I suspect we will have some result from that very 
shortly. :'/hat was the other thing? 

!.:R. KUhl; : There was also a proposition of asking 
Gallup or someone in the field to do a survey about the 
payroll allotment and the questions will be turned over 
Tuesday to Elmer Roper who does these thine;s for llacLeish, 
and it will be done as a Government project throu~h the 
iil.cLeish organization. They say they can do it quickly 
and effectively. 

ll .!!. J R: Fine . 

::n. KUHN : ·:n thout charge. 

H .~.JR : O. K. 

r;arol d, while I have got you here face to face , horr 
about ~ desire to have a couple of people sitting at 
e table outside of the windo•·ts of the post offices? 

:2. c-AVES: You asked me over the phone ni~t oefore 
last . I told you that would have to be done, as matters 
stand, by sending Treasury ~crsonnel, volunteer ~eople 
not beinr: trustwort hy with the issuance of bonds . You 
asked ... e ·'to see that that wa.s done in a branch near the 
:iavy Ynrd . 

H.i . JR: Yes . 

l.Jl. :;?.A'/ ES : ;·:ell, there is a branch near the -
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eicht blocks .fr om the lfavy Yard, but there is no lobb;y 
that would permit the installation of an;r such facilit;y 
There is a contract station in the Navy Yard, and we ' 
are studying that with a view to seeing l'hether it would 
be feasible to put such a booth in that contract station. 
We are met with the refusal, as before, on the part of 
the Post Office people, to do this. I t will be neces­
sar;r, once we have a plan prepared, for us to get in 
touch with the Postmaster General. 

H.!l. JR: I will call him up. When will you be 
ready? Does that come under you or come under outlets? 

KR. GRAVES: It comes under outlets . It is a 
mat ter that reall;r should be handled i n Dan's office 
because it is a matter of taking personnel from the 
organization and putting them out in these places . 

H.M.JR: Would you (Bell} be read;y if the Post­
master General could see you this afternoon to talk 
about it? 

!JR. BELL: I don It think so . r would like to know 
what this experiment we carried on here i n 'Vashington 
the last two or three months has shown. 

MR. GRAVES: Well, that experiment was carried on 
at a nlll:lber of department stores and at the :Villard 
Hotel and that was done for the purpose of testing out 
the sale of tax savings certificates, although bonds 
and stamps were also sold at the same booth. 

H.M. JR: Listen, boys, I can't take it . I want 
in a - in one or two post off ices in ~ashington, if 
they have got to be Treasur.y paid personnel in the_first 
instance, all right, but then we can swear reople ~n 
and ?et volunteers all over the country if 1t works . 
Who 1s going to go and see Frank Walker for me? I 
wil l make an .appointment. 

UR, BELL: I will see hi m, but let me see mf · 
schedule, wi ll you pl ease? 
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H.U.JR : Can I make an appointment for you Friday 
morning? 

1lR. BELL: Yes . 

H.M.JR: Does that give you a breathing spell? 

!.!R. BELL: Sure. 

H.M.JR: O.K.? 

KR. BELL: You don't have to bother with it. I 
can make the appointment . 

H.U. JR: No, I want to talk t o him. I want to 
remind him it is his suggestion. 

L!R. GRAVES: ~ thi s point of the llavy Yard-­

H.l.!. JR: In the post office building right down 
here, Frank .Valker' s building . 

MR.~ELL: All right. But in the Navy Yard's we 
have got now a duplication, and t hey are having much 
difficulty in getting the statistics. 

H.M.JR: Dan, if we sell enou~h, then wor k out a 
wa7 that we can enroll volunteers to do this thing and 
bond theu . It is a swell volunteer job. 

1~. BELL: And bond them? 

H. M.JR: Sure, whatever is necessary. 

!.!R. GRAVES: I don't think that would be a mat ter of any- -

!.!lt THOMPSON: I n the Treasury Post Office there is 
a window just for them. 

H.M. JR: Well, I want a desk riy,ht out in front . 
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MR. GRAVE~ : . I ~on't t~ink that will prove ar,;r­
thin& because 1t 1s JUst go1n~ to divert business fro~ 
the wind011s to that desk whicli you would get anywa

7
• 

I! . ?.I. JR: ilell, this one time you are goin;; to 
have to hwnor the old man · I want t o t ry it i n a couple 
of post of fice s, right out in f ront, the same idea t hat 
you wen t to your banks when you took your vice president 
and st uck him out in f r ont instead of t he private 
offices . How l one ago did you do thc. t in the banks ? 

1~. UORRI S: So~e haven ' t come t o it yet. 

H.l. JR: So~e have, thou~ . 

:.!!!. BELL: They are goin;; bo.c!t no1r. (Laughter ) 

l.!R. FOLEY: They always had him stuck out , Mr. 
Secretary. 

H. l.:. JR : i'lell, I knov: some banl;s where the pre si­
dent sits ri ght out i n front . 

MRS. KLOTZ : He i s not afraid . 

1:R. J~OP.RIS : ·;:ell, 
but 70u say the banks . 
1et . 

rte have al17e.;1s sat out in front , 
Some of them haven ' t done t hat 

H.U.JR: ~ell , I want to try it-­

!RS. K.LOTZ : There i s a reason . 

H .~. JR : ••. and I ~u asking to try it, pl ease, and 
talk to the Postmaster, will you, Dan? 

;.~ . BELL: O.K. 

ll.l.l . JR : I am very r1eak those days, and I can ' t 
areuc . 

~:RS . KLOTZ : You can have anythine you want t hi s 
:!lornin~, Mr . Secretary. It is very novel. 
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!.!R. SUll.IVAN: No New Year's resolutions, now. 

H.M. JR : Don't worry . I am just weak. I can't 
nreue. 

JAR. BELL: I would like to mention the I nvestment 
Bankers Association want to be designated as agent and 
the presi dent has just taken office and he is very 
cooperative, and he wants to--

H.U. JR: I am for it. 

UR. BELL: He wants to live down some of the past . 

H.M.JR: I am for i t. 

MR. BELL: If we just hold it to the main organi­
zation, it is all right, but I think they have got about 
ten thousand branches . 

H.M.JR: v;ell, wait until George Bul'fington gets 
back. 

!.!It KU!lN : I have a message for you from Geor~e 
Buffington who was on the phone from Chicago . He 1s 
seeing Vanderpool, and Vanderpool will be coming to 
~lashington next week. George Ifill be here next week. 

H.K.JR: For a trial? 

I.IR. KU'rlN: Well, to talk about it. He is not sure 
tha t he can make t he change, but George likes hio very 
ilUch. He is much inroressed • 

• 

H.!.!. JR: Anything else? 

~m. KUHN: I vrould like very much to talk to you 
again about ~oing on the air, very soon. I mean, it 
ou£:ht to be in the first week in January. 

H.M. JR: Well, I am in this .mellovr mood. It is 
(our privilege to talk to me about i t every d~. Also 
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you can write a speech if you want to and put in some 
ol those good phrases of mine. 

J.IR. GASTON: Did you get 1111 memorandwn on Vander­
pool? 

H.M.JR: Yes. 

UR. GASTON: I think it is a great mistake . Ther 
are doing good work for the Administration. It is a 
great mistake to put him in the Government service. 

(The Secretar,y held a telephone conversation with 
Judge B;yrnn.) 

WR. KUHll: JU- . Secretar,y, oniT this about the talk. 
1bere is one spot on Tuesd.ar night, and I will be 
delighted to write the speech. 

H.M. JR: Next Tuesdar? 

MR. KUID1: Next Tuesday night. 

H.M.JR: I couldn't mentally get myself in shape. 

MR. KUHll: It is onl.T ten or fifteen minutes. 

H.ll.JR: \Vell, you have all got 1111 !lew Year ' s 
invitation for lunch today? You are all go~ to have 
lunch with me, I hope . At least you are all 1nvited. 

ldR. GASTOll: Thank you. 

H. ll. JR: It will be the last luncheon of the year 
together at one o'clock. If I am sober at that time, 
talk to me again, Ferdie. 

MR. GASTO!f: Before lunch. (Laughter) 

H.M. JR: Harry, that Russian protocol thing? 

. liR. WHITE: We worked on it yesterday and we will 
flnisb it up this morning, Cliff J.aok and I. We are 
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tryin~ to get something good. 

H.M. JR: You di dn ' t say anything about Bell at the 
time, so I am not saying anything . 

· Wl. KUHN: He won't be hero next week . 

H.M. JR: How are you feeling? 

MR. BLOUGH: k~ch better, thank you. 

H .~. JR : Under this order which Bell and I are going 
to get out to keep the Tr easury open tomorrow, we find 
there are six other departments open as a demonstration 
to t he country that ~ashi~ton works . You stay home 
tocorrow. 

MR. BLOUGH: Thank you . I will be very gl ad to . 

l.ffi . BELL: He has got a nwnber of people, too, 
that have worked very hard . 

H.M.JR: The President ' s thought was that we are 
askin" the people to 11ork in the lllllchine shops and 
cunitions plants, and it is up to ','/a shington to shoiV 
the;r also can work on New Year ' s Dey. But if anybody 
particularly like Blough or somebody isn' t feel ing well, 
then I think it would be a good thing to order them home 
to:norrow. 

I.:R. HAAS: I have ~ot some new data on the l.!aritime 
chart and the aircraft chart. 

H.t!. JR: I V~ill get around to it . 

UR. HAAS: Do you want to take a look at it? 

H.1f. JR : Hand it t o me no1v. 

UR. HAAS : And, l.!r . Secretary, you suggest ed about 
trro o' clock f or these sales fif!ures and also at t he sa:ne 
tioe send in t he supply figures on Savin~s Bonds? 
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H.K.JR: What is that? 

!IIR. HAAS: You suggested about two o'clock that 
the sal es figures could come in from mf shop an~ also 
the supplies picture. The supply picture would be 
im~ossible because of the steel reports to get in by 
that time . We could probably get it in by three o'clock. Would that be all right? 

H • .ll.JR: No , when they are together, give them t o 
Stephens, mark them urgent and tell him to bring them 
in to me. 

Harry? 

J.!R. WHITE: You asked on November 26 that we get 
from England the information on the procedure and ac­
tivities of the British Select Committee on national 
expenditure. Forty-two reports have come in by pouch. 
We can ei ther turn them over to you or we are digesting thsm. 

H.M.JR: On econonv? 

ldR. WHITE: On econonv. 

H.Y.JR: Turn it over to Bell and he wil l give it 
to Bill Heffelfinger. 

loll!. BELL: That is right. 

J.!R . WHITE: Right . 

H.M.JR: And Heffelfinger lfill give it to Mr. "X. " 

ldR. Vll!ITE: The gol d which is at Martinique, the 
Consul has written about i t. He is only al l owed to 
count the oases. If we hRve any responsibility in it 
whatsoever, we feel we ought to do more than that, 
because the oases may be 'empty or they may be full of lead. 

H.K. JR: You want to stick your fi nger in, do you? 
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Yes, practioallf - virtually - figura­
(Laughter) If the Treasury has any 

If we haven't , we don't care. 

H.M.JR: I t has, it has . Well, you and Bell get 
together. Bell ~ think you should on~ put your 
thumb in, I don ' t know, · but you and Bell handle it. 
(Mr. Bell made motions of thumbin~ a ride.) (Laughter) 

JJR. WHITE: I was talking about gold, ila.lley. I 
don't know whether you understood me or not. (Laughter) 
\Ve asked the liexioan Government, Treasury, for all 
their data on their exchange operations, stabilization. 
They are going to give us all their contidential data 
it we hold it very confidential. They have not yet 
ratified that arrangement, you ~ know. There are 
a number of departments here who - defense depart­
ments who are able to hire non-citizens. I t is be­
coming increasingly difficult for us to get very com­
petent men and we think we are going to lose some more 
men. We have lost quite a few. 

H.M.JR: What do you want now? 

MR. WHITE: There are two men, one British and 
one Canadian, very excellent economists that we would 
like to take on. There is no question about their -
as consultants. The defense agencies do it, Mr. Secre­tary. 

H.li.JR: If you can clear with Norman it is all 
right with me. They are our associates. 

UR. WHITE: Well, Norman will just pass the buck 
and s~ whether it is all right with you. 

H.M.JR: I say it is all right, if you can do i t legally. 

l.!R. IVHITE: Yes. 
all right. If we can do it legally, it is 

IIR. THCUI'SON: They would have to be citizens. 
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UR. WHITE: They don' t have to be citizens, Mr. 
Seoretar,y. I am sorry to disagree. If it is legal, 
is it all right? 

H.W.JR: I f ~ Peneral Counsel pill pass on it, 
it is al l right. •Is that all right with you, if you 
get a written opinion, No~an? 

UR. THOMPSON: Yes, it is perfect. 

H.W. JR: If ~ General Counsel--

IIR. WHITE: Fine. If it is illegal, we certainly 
wouldn't want to do it, and I don ' t think they would 
let us. (Laughter) Ecuador has just renewed its appli­
cation on the Stabilization Fund. They have sent a 
lot of material in. We will go over it again. We have 
a man down in Ecuador. We have extended his stay to 
six months, which iS up t!l the end of January. He is a 
very good man, and I went him baok. Ecuador says he 
is very important to tham, and t hey want him to stay 
some more. The State Department would like to satisfy 
Ecuador . If it is all right with you, unless they 
insist, I would like to have him back. 

H.W.JR: Is it between you and the State Depart­ment? 

I.!R. WHITE: Yes. 

H.M. JR: I am with the State Department, as usual. 
I will tell you what, flip a coin, Barry. 

J.IR . WHITE: I have got a double-headed coin. 

MR. BELL: Harry, I thought we were going to send 
him to some other country after January, 

llR. WHI TE: We were before the war started, to 
Bolivia, but under the circumstances--

H.M.JR: Harry, you decide and take full responsihi li ty 

' 
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vis-a-via the State Department. 

IIR. WHITE: All right, I will do that . 

H.Y.JR: I hope' you are through. (Laughter) 

1.89 

L!R. WHITE: How can I go on t.fter that? I happen 
to be through. · 

H.W.JR: That is all, Harry? 

IIR. WHITE: I am through. 

H. lol. JR: Thank you. 

IIR. BELL: This is the vote on the Library of 
Congress thing. We have already agreed to it. 

H.W.JR: All right . 

L!R. BELL: Here is Mr. Straus of New York who 
donated twenty-five thousand dollars to the Government. 
I thought you might like to sign the letter. 

H.loi.JR: straus? 

UR. BELL: Yes, he is the German in 1915 who came 
over here and has since become a citizen. ~e doesn't 
want &111 publicity or doesn't want his name to be 
liii!Dtioned. 

H.W.JR: I would irepare a letter and send a copy 
of that to llr. Roo seve t. 

UR. BELL: Yes. 

H.M. JR: Have you got the Russian and English 
war debt thing for me? 

MR. BELL: I will have it at ten o'clock tomorrow. 

I.!R. THOMPSON: In view of the fact that Chief Deasy 
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will not be with us fUll time, I am trying to get a.n 
engineer officer and the chief of engineers has this 
retired brigadier genera.l. 

H.M. JR: 1\'onderful, fine . 

l.!R. TH011PS011: Here is the uniform for the messenger 
girls. 

H.M.JR: Now, that is important. 

l.!R. BELL: It looks important from this side. 
(Laughter) 

liR. SUlliVAN: Is that the uniform for the new 
hostesses at the desks outside of the post of fice 
ll:indows? 

liR. BELL : Then I am in favor of it. Before that, 
I wasn't. 

l.!R. l~RRIS : Do you get the same quality inside the 
uniform. 

IIR. HAAS: The filler, you mean. (Laughter) 

!.IRS. KLOTZ: That is cute. 

H.K.JR: Yes. I asked them to draw one for me 
alld the Treasury seal up on their caps and on their 
&1'1118. 

IIR. THOMPSOU: Yes. 

I.!R. WHITE: They ought to have some gold and silver braid. 

H.M.JR: And a pocket. 

!.IRS, KLOTZ: They have two pockets below. 

H.M.JR: That is all right . 
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UR. HAAS: Air raid wardens, I guess. 

H. l{. JR: That is fine. 

1.91. 

MR. !HOMPSON: I think they look very chic. 

H.M. JR: All right. Class i s adjourned. I will see you all at one o'clock. 
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Operator: 

fii(Jr: 

JUitiOI 
a,rne•: 

Go ....... 

Bello. 

Hello. Renl"f' 

Dun h• Jl. lt'l. JAh., .... 

HMJr: Yee . 

a: Thil 1e Jla S,mee. 

!DIJr: 

8: 

Oood aoll'll111i. I etlll baYin' t reooYered troa 
l1eten1nc w that ChouNnd dollu radio ot 
3'0Ul'e. 

(Laucbe) !'went7 dollue. !bat'e the 'ft7 U'e 
gone up 1n pr1oe on aooount ot the war. Let 
ae au JOU •. • .• 

IIICJr: Yeah. 

8: .••.• are 70u buey right now? 

IIICJr: I'a neYer busy wban 70u oell. 

B: Well, I'a wondering th11. I went to talk to 70u 
and eee 1f 70u and I oen't NYe the boee eoae 
headaohee on tbie allen propert7 cuetodian. 

IIICJr: All right. 

• 

B: RaYe 7ou got the newepaper tellowe hanging out1ide 
70ur ott1oe it I oaae b7 there? 

Hl'.Jr : No. 

8: Well, oou.ld I eee 7ou there end I oen be there 
in about eeYen ainutee. 

IIICJr: In ee•en alnutee. 

B: Yee. 

IIICJr: No, I tell 7ou what we'll do. Do 70u know Eaet 
~eoutiYe A•enuet We're on one side - the Treaeury 
h- 70U eeet 
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An e you C'lG:e in at E:ae t Executlvp 'ln the eout"t 
~n trPnce . 

'3J•Jth ent rance. All r 1t.h t. 

And - 1t
1
e Rll block~d , hut I ' l! hRve A Secret 

Service ~~n the r e t o meet you to br inr you ln . 

. ,11 r1ch t . F'inP, ' :r. '! ~c:-ret•• ry • 

• .'•: And let h1m come U? 'ttY 'lr l v11 te elev& tor . 

, ........ . . 
. \!1 right . I ' 11 be t~er~ i n fro" 1'1 ve to 
e'!ven minutes. 
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Decamber 31, 1941 

H . ~! . JR. : I said to Jimmy Byrnes, "Jimmy, how can 
a mc.n who is getti ng fifty to seventy- five thousand 
dollars ns Chai rman of Standard Gas and Electri c and 
1:ho is the per sonal f ront and representative her~ for 
"/ictor Emanuel, be Alien Property Custodian?" 

lie thought a minute and he said, "l.ell, I will 
tell lou somethi nb, Henry . The Presi dent r.as ready 
to :laKe Leo Crowley Chairman of t he :Jational De:nocratic 
C=ittee . He, beint; an Irish Catholic and cocine fra:~ 
7.isco:tsi n, 1·:ould have been fine, but I told t he Presi­
de .. t he couldn't do it for that reason and objected, 
and that r1as 11hy Leo Cr ortley didn 't become Chaiman of 
t he ;:a t i one.l De.J1ocra tic Colil!il.i ttee . " 

So I said, 11\.ell, if you did that, as you say, 
for political reasons, hou a bout fo r ethical reasons, 
that this man can ' t be this thing?" So he said, "You 
are ri~ht, but 1'.1ho is ~;oing to tell him that? " So I 
said, I think you shoul d. You knon the President 
J.on•t. Or Francis Biddle . " he said, "\'tell, You l:no'l'l 
Fra~cis Biddle won 1 t do it . " 

So I sent for Enas . I reuembered that r:hen I 
:-:ent to visit the Lycorun~; plant I had had a r.l.ole s tudJ 
utde of Victor ~uel 's or~anizntion . I showed :t to 
~ilr. and I sale, "On t he risnt hand he has got l!ssoc~e.t~d 
-as ana Electric and on the lef t hand he !:as ~;ot tL1s .. er;­
'!or7. Shipbuildin"' and Vultee and now Consolidated :..lr­
crd't v.ith betr.e~n five and seve:t hundred million dollars 
11orth of war cor.tracts , 11 and I said, "lie is Slllart enouz;h 
to have Leo Crowl ey, Chairr.Jrul of the FDIC, as his front 
in ;inshin.:;ton . " 

Then I said, 11£rancis Biddlo said this t o me: 
' You knor:, I not only want Leo Crowley to be Alie~ ?ro­
porty Custodian, but I wan t hir11 to look af ter pohtlcal 
8fpo~ntltents for we in the Departmeut of Justice, ' :• and 
J1~1e B;rr nes said, "Do you c ean to say thnt he selC! 
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that to you? " I said, "So help me God. • He said 
"That is t he most outrageous thin& I ever heard. n' 

195 

I said, "If you want to run thi s thing in a nice 
clean manner and have the man at the same time handle' 
the politics , it won ' t be any better than A. Mitchell 
Palmer during the last norld war. " 

So he said, "Are you sure that Diddle said that?" 
I said, "Yes , Biddle saic! t lwt." So he says , ·~·:en, 
he certainly ought to &ive it up . " So I said, 11\'iell 
if you cake this a necessity on.Crowley•s part he wiil 
resicn f ran the Alien Property Custodianship and t hen 
'JOU can &ive t he thing to the Treasurv, " I said "I 
ao rutting all my cards on the table.~ I said, r,You 
wil come to that anyway. " 

He said, "I think you are right." The last thing 
he se.id before he left was, ·~ .ell , I am ~oin* to bri ng 
it to the President 's a ttention ." He se.1d, I agree 
r;ith you, it is a ver'/ bad situation because the Presi­
dent had promised him the job . " I said, "\/ell, you 
cake t hose conditions and maybe Leo Crowley will decide 
he would rather work f or Victor Emanuel than be the 
Alien Property Custodian . " 

And that is why I t hink r;e have i;Ot a very .;ood 
chance that it will stay here, and I told him, "Our 
boys can run this thing a !Jd t hey v:ill run it r:ell end 
there r~i ll be no trouble or scandal of any kind." He 
said, "I a:;ree t:i th you. " 
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December Sl, 1941 
12:00 11. 

ALIEN PROPERTY CUSTODIANSHIP 

Present: M'r. Foley 
Mrs. Klotz 

H.M. JR: l t hink you are going to be pleased and 
I hope so . It took about an hour. Justice Brrnea 
came down here and he says this is the first person 
he has called on since he has been up in the Court. 
He gave me this talk about the President asked him to 
do this thing, and he wants to save the President a 
lot of headaches. He doesn't want to have to have a 
meeting over at the President's so he could decide whether the Treasury gets it and so forth and so on. The 
President made a suggestion that Leo Crowley be given 
this responsibility and that he be given an assistant 
!rom the State De~artment and an assistant f rom Treasury 
to help hill admin1strate i t , but he would get the whole 
works, as I understood it. He said that was out of the 
question and that his own feeling was that it should go 
to one place or the other. He said that Leo Crowley 
has said tlat-footedly that he would not come to the 
Treasury, which he didn't tell you or m.e. 

MR. FOLEY: No. Well, I thought he would be 
reluctant to come here because of the situation. 

H.l!.JR: Furthermore, that the trouble with the 
President is that the President has made Crowley this 
offer, promised it to him. Therefore, he feels as a 
CO!IIpromise that he would like to recommend to the 
President that all of t he work of the Foreign Funds stay in 
the Treasury, that Crowley be set up in the Dep&l'tment of 
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Justice as Alien Property Custodian to run these busi­
nesses . If and when he needs any money, which we have 
frozen on the particular busi ness, he IYill have to 
si!71 11 certificate , which I said would have to come 
throu~h requesting tha t all or part of the ooney of 
that business be r el eased to him so that he coul d run 
that business because otherwise if' they didn't do it 
that way Crowl ey could sa;r he made a failure of the 
business because the Treasury wouldn't ~ive him the 
•tone;r . 

So I said, on second t!1ought, both you and t.cheson 
and Cro~le;r , that to have a divided re sponsibili~/ 
l'fas:~ 't wise and that ~1e he~e fel.~ very, very stron:;ly 
that we could do the best JOb. de have done it and 
there hasn't been a single complaint from the iiill, 
and Ji~ie said, "That is rizht. I haven't heard any 
complaint from the Hill . " He sai d , "There has been 
no complaint . " He said, "I would hear it if t here 
were any." I said, "This is the place to do it, and 
I fee l that very strongly, but rather t han to have a 
rovt with the President or make it more difficult for 
hi'll , if t hat is ~·tha t you are go in~ to decide, all 
ri$ht· 11 So the last thinrr he sai<1 was , "'//ell, I am 
~o1n~ to make my recommendations to the President t hat 
1 t should be in one place and if he won't accept it, 
then I am going to do it . 11 He said, "I feel, Jimmie 
B,vrnes, t hat it should be in the Treasury." 

7/ell, isn't that the best that ;rou could hope 
for ·? I mean, lnckin~ his sit:ply .-ettin:- it, the 11hole 
thing·? 

!jt. FOL~: Yes, 1 think so . 

H. J.:. J:l : ':!ould you do anythin3 different than I 
have done'? 

l.:R. FOLEY: No , I don ' t suppose so , no . 

ii . L!. J~ : Be quite f r a."lk . 

~"l . FOLEY: ·.'/ell, I think that is all we can do . 
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It is a practical matter. 

H.S:. JR: That is what you told we, Ed. You said 
you didn 't want this cocmttee of you and Acheson and 
Crowley to do it . 

lJt . FOLE'! : I think t hat is right, yes . 

ii. !.:. H : You told me you didn't want that coru.lttee 
;>lan any more . 

~. FOLEY: Yes, that is ri~ht , and that never 
would work . Th11t would just put~ all the headaches in 
the con ttee . 

ii. Ai . Jit: ·:;ell, this ~•ould leave Foreign funds 11i th 
the 7reasur:~ and they (the co;:;mittee) would decide when 
the•· :1ant to take over the businesses, 1~hich I told him 
I thoujlt was all wron~ . lie said the President didn't 
unde~stand the thin[! . "'.'/ell," Jimmie said, "I have 
tried to explain it to him, but the troubl e is the 
President has made a promi se to Crowley ." He also 
said the President wouldn't touch it while Churchill 
\71lS here. He could.n ' t have been nicer. He said, "I 
would like to sec it here in t he Treasury, but you 
see this f ellor1 Crowley, he tells :rou, 'I won't co:ne 
to the Treasury . '" 

'!:'! . FOLEY : :'iell, I can understand that . 

H. L!. JR: 
M v 'Conner 
it ." 

And I told him, "I don ' t want another Jeff 
si t uation," and he said, "You shouldn ' t have 

:lell, that is it . 

IJit. FOLEY: 0. K. 

li.': . JR: Do sou thinJ.: it is so bad? 

:...'1. FOLEY: '.'lell , I think rte lost it . 

E. l..I. J:\. : Do you think so·? 
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IJR. FOLEY: Yes. 

H.M. JR: I am not so sure . Thoro was talk of 
takinJ the whole thing out and setting up an inde­
pendent agency. I don ' t think we have lost i t. Let's 
be practical. The President of the United States 
publ icly offe;s Leo Crowley Alien 'Property Custodian­
ship. \~at m~ght have happened to it is, he mi~ht have 
taken the whole Pehle organization over there with him. 

~. FOLEY : Well, I don't think they would go . 
I mean, John tvouldn' t go. 

H .~.JR: No, but I meant the whole - all the noney . 

URS. KLOTZ: iVell, supposin!:; t hey put it here in 
the Treasury and Leo Crowley refuses to come? Then 
"hat? 

H.l!. JR: Well, Byrnes will be tickled to death. 

MRS. KLOTZ : That is it. It !M:J come out that way. 

H. li.. JR: May, yes . Oh, it may? Yes, it may. 

MR. FOLEY: I mean, the difficultyis that when 1ou 
put one phase of the property in one depar~ent and the 
rest of the properties in another department because 
~oney , secur~ties, businesses, they are all property 
in which foreigners have an interest, you are gettiD? 
the thing so inter-related and so tied up together, 1t 
is hard to break it off and it all ou~ht to be in one 
place or the other . 

H.M.JR: I agree and that is what he is goin3 to 
recolllr.lend, but he says as a compromise, would I go 
alon~, and there was only one answer. 

Y.R. FOLEY: Yes, I think as a practical matter--

11. /l. JR: Suppose I said no, I wouldn't? Then he 
would say, "','/ell, do you mean t o say you a re going to 
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take the President's time to eee all these peoole and 
you are not goin~ to let me, a Justice of the Supreme 
court, settle th1s thing?" That was his attitude , 
and he is right . But the President hasn't told him 
yet, you see •• He has been unable to get any answer 
from the Pres1dent . 

UR. FOLEY: I see. 

H. M. JR: Other than this thing which - about Leo 
and the two assistants. But he is convinced it should 
be in one place, and he things it should be here, and 
he said, "l'le have done a swell job here and it should 
be here. Don' t take it too hard. The batt le isn't 
lost .• 

Jm. FOLEY : O.K. 

I called up Mrs. Lehman ' s secretary, and I told 
her we could do t his under our general license and for 
her to get in touch with Kimball at t he bank in New 
York, and we are calling Kimball and telling him she 
will be down. 

H.:U.JR: You prepare an answer for me. 
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December 31, 1941 

When Jl~ Byrnes called this morning, be got on this 
ques tion of Minster of Supply, and I said, "The President 
ought to have one man who raises the crops like Wickard 
and one man who raises the money like ~self , but I th~ 
he is going t~ have a commi~tee do the supply thing.• 
Byrnes sa1d, Henry, this wlll never work. The President 
must give it to one man.• 
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December 31, 1941 

When Jimmf Byrnes called this morning he got on this 
ques tion of Minster of Supply, and I aaiA, "The Preside~t 
ought to have one man who raises the crops like Wickard, 
and one man who raises t he money like ~self, but I think 
be is going to have a committee do the supply thing. • 
&yrnes sa1d, "Henry, this will never work. The President 
mus t give i t to one man. • 

---
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12/31 ' 41 ----·---·-··-·---.. -........ ______ _ 

1) 4 p.m. 

The original copy sent to the 
Secretary along with this letter 
I am taking 11ith !:Ill t o hand 
to Yr. Justice Byrnes - as he 
suggested. The attached original 
for your files is an exact copy 
of the Order sent to the Secretary. 

Ed Foley 

.) IIR. 70LIY 

• 
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Deur Henry: 

.hv<mu C!:olll'l'or U,r Pnit.~ J51:Ure 
)Dao~incpn.IUZ:. 

December Jl , 1941 

In cu• e the ?resident shoulo decide not to 

,1 1ce .. 11 , r operty in the Treasury, but resort to a 

co:~~ro ... i se a long the lines I discu:.:.&:l il'l th you this 

~orn.r.1. , L ~ .. nt ... d Foley• s o.,itc.on or the httachtj 

Or:ler . 

I .<now l:.o does not h,.,. rov., the ~Ol!cy, but 

I ·~·nt to Mow what objection he ••oul .. huve t o th~: 

lbnguage as Clirryin,: out the ~olJ.cy we discussed . 

Ask J:.d, a fter reudinb , t o co~e t v see me or 

telephone cle , returni ng the Oroer . 

Hon . Henry Jot·benthua, Jr., 
TreAsur y De.-llrtmen t, 

enly yow~ 
.;;;: ;; ... 0 

o:ino . 

"D'> ... . . 
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Deu r Henry: 

~mu q;.,lttl of lit• Pn\lt~ •bat•• 
)llaa~incpan.Il.l!:. 

December Jl , 1941 

I n cus e the c're:;ident shoula decide not to 

,.Lee .-11 , r o,;erty in the Tre&~ury, but resort t o a 

co:o~ro ... ise a long the lines I discu;,;,r:;l NJ.th you th
15 

>orn. r.l., ... ~Wlt hd Foley •s o,..in ... on or tbt> " t t<~ch~:;l 

Or;ler . 

I .mow la .:Ices not u,,,_rov~; the polJ.cy, but 

I •·~nt to Know whut objectlon he v.oul.o h<~ve t o thee 

longu~~;e us carry i nti out the ~ollcy we discussed . 

Ask l:.d, after reudln1,, t o co~ae to se& me or 

t eleJ•hone r•e , returni n& tht Or der . 

Hon . Henry Jor.,enthua, Jr., 
Tre~sury De,artment, 

...... 

"'0" ... .. 
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VlSTIYG Ul DESIG!IATl'D OFFICERS CERTAI!I P07 ERS 
/~ID AU1'HO!IIT"i i•ITH RESPECT TO PROPll\'!'Y Ill 

tiiCl! Tn;;J;E I S A FOREI C!I IIITEREST 

D:r virtue of end purelll!n t to the !llthor l t;r vected in 

o• , n l'rorl dont of the Uni ted Ste tes end perticulv.rl;r by the 

' :'!'• din · 1 lth the EneJ:IY Act,• npproved October 6, 1917 (40 Stnt. 

!11) , or · e>ended , end t he "Firs t h r Po• ere Jet, 1941,• E. ;>roved 

O.c• t- r 1 ' , 19.U, it is hereby ordered as follows : 

( ) l'.xce!·L •• pr ovided in E:xecut tvc Order :1o. 3389 of AprU 10, 

11.',.,, tt heretofore rnd herein ea:.ended, all the powers vested in 10e 

•• Title III or tbc First i:ar Po,ers ~ ct, 1941, in so f sr OS tbey 

t' I• t• to OIIGJ:IY prop<'rty or propert:r o .. nod o1· cont r olled by t.ny 

n· tion• l or n· U onr ls of any OneJ:IY coun t>·; , are her eby dele;;c.ted to 

~· .. ,hector of Uleo,y Proper t y , to be e.erc ued lrJ him under the 

c:- "' t ion of tbc At.tom ey Genenl throus:h tl.c Di\'ir ion of Enaq 

·.:c!'! 1rr.o or tWr rnd upon cuch terms ttnd cond1 t1onr tt' !':e zy ::n-e-­

tC't !t'e urtuunt to rules end regulL"tions i t.tuod by t.he J: .. ttomey 

C '·••" 1 • iLh the a_.pr oval of the Pr er i den t . Tho Direc tor s hnll take 

1.1 ll•·ces. • ry t teps to "ecure t i t l e to and ):OS£ession of or control 

f'.'t t 
1tch .r_, oer t:t and shell hol d , m·o , admi"l i . ter , li~uid.;. tr , se l l 

·~ : ite denl with such property in tt.e tn.er~t t of -!ld re>r t he 

bt :: !'' t ,..,!" "'1111:'" U:"'tit.ed St.: !Ps 1n E.ceordt nco r. l t h ~ r ::nd r : gule t 1on: 

.. 1:_. • J • ,;,ont-y Wncn 1 . 
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3.1ction 2. Suoerviti on or ~r.t ,J.~ Business Inter ris~s . 

I:" tr.• ,iJ·d~ t or 1t:h.~'1:linec , after 1nveot10 tion, th .. t ~7 business 

n• "· dH i~ <ubJ<et to the influence or an eneey or or " lL tiona.L 

of " ""'my country, he may appoint r aupct-visor for euch bus iness 

,,t, r ;rJ.te r.nd such s upervisor shall , oubJect to tho directi on <nd 

ocn~rol o!' tho Directot·, re~te t nd suvu·vi~" tht bus iness and 

rr i.l' .. or such busincs5 ent<.i'pris~ to th. extent neces.r.ry to 

r.,J.l t. , r, <t.r. in , elimi= te or contt-ol auch i rU'lu.nce or to aid 

in th\o. ":JCCe::::;tul :>rO$CCUti on Of tJ\t;.; .. ::._r. 

!'cction J . An<.n..U:ent to Executive Or~er 'lo. SJS~ 

.:.:.Jlf.!.p~ ( ) Executive Order llo . e)89, oo J:IOIOcd , 1~ rurt;w-

, :'!.. t~ b~ dfin,; · t. t he end of Fcc~ion 3 tl·u .. reo!' neo . ... ection 

.3 (a ) All ,10\.CrB va•tt-d in me by 
Secti on .3 (a ) ot the "Tr ·.din11 1' ith tho 
lliern~,. Actn, e a · .. -n ... ncicd , nr~ h~o.rcby 
dele.,,ted t o th• Coct·"t' ry or the 
r~e·'sUI') • 

-," o b;; txee.>tin.:; !'ro:> ik .>rOVidc na : (1) en.,._· .no;xrty, ~ 

:r ~ e! l -n ... rcl tinb th.:reto, rhcnt.vc.r aueb u-o.x.rty sh:..ll, .. ..u--

( ... ) "~ ro . .)~rty or bucints;: cntc.rl1r1-..o , v nd. tr .. n:l .ctit.ns r.el: ting 

•;,,,., t o, U,>on ent1fi c<.tion of tho Attornuy C.Cnur, .l t o ih< ~ec1et ry 

<!' th. Tro· nury th. t a ll or p:<.rt of thv otock th.rco!' or other 

!,.q-, cl t herein hns vested in th~ llirtc tor ' n..1 th-. t the ~xc,cis" 

t!' t':e ~· t r: confcrr P.CI under !::!.i d I:Xncuti-r'- Ol er 'lo . ~J39 , e: 

-...~. , 1~ ,.., l ont,er nc.ceo:c=.rlo \ it!l r P:;,;.Act. U. reto; •· n.... (3) tht; 

t .. (! 1 n ~ '1J ; rv .. )(rt) ot buf'int:JE> •nt Lr,...rl .. c:.- .. or tni ch , ... s 

. n, • :,_ '"t!.rcctcr ho,.. ..~ c1nt '-... ..."" rvi::.,)r . 
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Section 4,. Ipveat;!g!tiono. Rgsordo Md Rowrt,o . The 

Dl.roctor io autborizecl, to the extent necessary in his Judgment t o 

olll'blo him to carry out eff'ecti'tol;r the provisions of this Orcler 

11nd Wl(!or such rules ancl regulationa no the Attorney General may 

proocribc , to make investigatiollD, to require an;r person t o l<eep 

records ancl fUrnish information uncler oath at an;r tine or titles , 

In tbo rom of r eports or otherwise, ancl to r equire t he production 

or and, it neceSsa.r.f to the national ascurit;r or defense, to seize 

book.3 ot account., records, eontracte, letters, ae.aorunda or other 

papers. The Director shall hAve accesa to all repor ts and other 

iJI!'orm•tion which have been obtainecl b)' an;r agonc;r of the Governcent 

r .. lttting to ~n:r national, or to c.n;r pro. ert:r which ma;r be o-r.necl b)' 

uny national, or to o.n;r business ontorpriuo IYhieh CIA)' be subJect to 

the 1JI!'luonce of an enec,y or of n nat ionnl of an enec,y country. 

'\'!IE I':IIITI: ROUSE 
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:: 
t. .. . .... .... "-. 
: : 

H~llo . rienry? 

Oecember ; 1, 15~1 
?.:}? ? . !0 . 

~:-tts 1s !:r . J:Jstlce , Jatr.e£' F. ~;trnett . 

207 

.{ .... ~: { ~rubhs) "'ea::, I k.no···. 

.. ...~. : dl<'~ 't t b.l ":k YO"J. wOt ~- \~lc- . L~t "'ie tell 
•· J 4!'-.rt ~ r"n; y-ou !"or . 

~ : 

·.:: . ..:r: 

: : 

·-... r: 

:: 
._ ... .:!': 

:: : 

I :t~ ow your voice . 

You C:on ' t 'llln<! - :rou d l dn ' t ;nl.r.d :ny tell 1n6 :;arry 
;{o.,.tl.na about th1 s Stand~rd thl.n(l? 

3 ta r.GD rC'? 

!o . 

Alt rlbht , goo<C . I "as :•lkln.:, t " hl.m a!'l<' I t ol e! 
'!1::1 that 1t' he e;ot a c!lsr:ce tonl.!:;ht , th~t I t h:>ut;h t 
1e o~~ht :o cal l the chl.et'r l tt~ntlon to t~l ~ 
tr.tr.~ "1 :!: t!le thO:.J£~t t~nt he ought :o 6E;': h1.'XI 
t~ c~ loose ~ro~ ?ne or th~ oth!r. 

.\r.<l • • •• • 

hA t cac: Har r;• thlnk? 

.ell , he 
rlg:h t . " 
~·on t to 

agr -?ed. 
I!£ ~alcl , 

co t ha t. 11 

He sol.~ "I thln~ that ' ~ abou t 
' I "It looke t o me l l ke '1 e ·r~·1ldn t 

:~ .:r: Yean. 
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moment' s leisure, and he could - he mi ght do lt 
~ett~r then either you or me. 

Di d Harry think thet t hnt was unr easonable? 

No. I told hlm that you were very rensonable 
about it - about the whole thing - he knows all 
abou t H. 

208 

HY.Jr: !J,. does? 

~ : Yeah, Hopklne does. 

:;:.:Jr: du t you tol d hll!l that I was wi lli ng to go a l o::.g. 

3: I tol d hia~ tha t 1r t he chief wanted to go thr ough, 
rt.~t you had agreed o n what we thou0ht would be 
the best way if h e t ad t o divide i t , tha t you 
though t tha t 1t o•~ht to - because o r the recor de 
i n t he Treasury - that i t OU£h t to stay 1n the 
Tr eRsury , but that if he wan t ed t o compromlee abou t 
fo r peace l n the f am1ly , t ha t you we r t entirel y 
reao~nable and would agree t o t he proposal that I 
had made as about the best thing t o oo~pro~l se on. 

Hl·:Jr: Th11 t' e right. 

: : But nevertheleee , that you crlled atten t i on t o t b1 s 
t act in t ha t I though t too t ha t i t was a matte r of 
i~por tance and t h& t l n all o! the thi ngs he had on 
hi m he ma y ~~ve overlooked i t , and to mnke eur e t ha t 
he had give n t hought to i t and to the pos i tion t h&t 
U:l.D.e •nulc be l n •.•.. 

~:.!Jr: 

o. 
~. 

~J:Jr: 

8: 

l!Y.Jr : 

9: 

EC·.J:-: 

Thst ' P right. 

• . .•. ao tha t it wouldn ' t be ea i d that he had just 
o•terlooked it. 

'l'hPt ' e ribht. 

And thttt puts 1 t up to h1m, a n<! I t h1nlt t hat. ?.opk1ne 
hAt t he best o~~nce t o do lt. 

Fi ne . 

.~ow, I sent to you awhile a(;O by rceasenger ... · · 

I got it. 
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H!·!Jr: 

ll: 

ID!Jr: 

~· ~. 

~~Jr: 

•• J o 

B: 

i!MJr: 

- 3 -

..... and I thought that you ' d aak Ed •...• 

It ' s al readJ i n Foley' s hands. 

209 

Oh, al l rl~ht. , It go t t her e qui cker thAn I thought. 
And if you d a sK Ed to send i t back to me ree~onably _ 
now, that ' s Justice. That ' s why I want Ed Fol ey _ 
I got after Bid<' l e saying t hnt 1t this shoula hapoen 
to be done , I ••ant eomething i n my poeeeeSion repre­
senti ng your views as to the way lt was carried out. 

Oh, J us tice drew that? 

RiGht. That's what I wanted t o t ell Poley when he 
came to see me, and t herefore I went Foley to go 
over lt - I changed in there one word to have the 
Attorney General make t he request . 

Yeah. 

B!c~use he wanted - he had the cuetodlen • 

YeMl. 

!lut thc t 1s Biddle. 

Yeah. 

S: And therefore I want F~ley to look over the lan&uage. 
So t a r ae I could see in reading lt, 1: i s e com­
pli ance with the request that I made or him. 

!-:<.rr· F1ne. 

a: But nevertheless, Ed can l ook st it from hls angle; 
And th~n 1r he'd t ell me about it, I can sti ck i t 
ln t he c:iesk, and if the c!1iet wants tc see it, ~·e 
can gi •te it to him. 

l!:'Jr: !low soon do you want . to see Ed? 

9: ;iell , I was hoping t hat lt Hookin e could talk to 
the President sbout t he t hlng tonight , tha t he might 
t8ke it uo before Churchill oOt bPO~ . 

!!:"Jr: '·I ell , then you 'd like t o see Ed tod8y yet? 
B: 

Ye3h, I' d lo~e to . 
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8: 

?: 

210 
- 4 -

I' 11 tell him that. 

Yeah. He may have - it he i sn't on oth~r things, 
aek him to look at it, beceuee lt ~on ' t- he's 
l ooked Gt eo many of them, I know, he can ..... 

I ' ll t P.ll him to look at it and ..•. • 

If he has any views, to come down h~re and tell 
me what they are and we 'll eee if we can get to­
gether . 

Yeah. 

rt 1t' e done, I ~<ould like to tell t he ?reel den t 
that r egardless or di f f erent vi~wa on policy, tha t 
you an~ Biddle do not wont to have h1m holdi ng a 
t r iPl obout lt and t ha t thie, vhatevor lt is, would 
represent the views or t he procedure by which the 
comorom1 se policy could be effective . 

HJolJr: \iould 1<; be convenient 11' I have Ed up there , sa:; , 
by tour o'clock? 

3: 

e: 

tn!Jr: .. 

Ftne. 

I ' ll tell hlm to be a t your oftl oe at four. 

Fi ne. 

Thank you eo much. 

Good-b;·e • 
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:::.Jr : 

Jue tlce 

:-r: .ir: 

.. 
~· 

o.: .. Jr: 

~: Jr: 

"ello. 

Jimmie . 

'iu . 

December ~1 , 1941 
3:40 p.m. 

211 

fol6Y end ~ehle er~ here with this copy or a draft 
rro~ Justice , you see? 

::tere's no Justice in t!wt draft. 

h t do~~ lt do? 

.ell , it e1vee :he~ complete control ; end Foley will 
come u~ . bu t I Just dldr.' t ~an t hi m to take the entire 
brun t , you s ee. And he'll point out to you A'here 
it ' s absolutely •.... 

Th• t' f •11 right. 

'!'ell I: t m t<l c::>me up here . 

:i:Jr: J!lt I dlC! n' t want to l eave the br un t on him. 

·· ~ . I'll be gl ad t o g~ over it with him t o see JJ< : 
e7ac:l:• what 1:; does to . 

s.: r: ,):.. t tro:: our standoo~nt , ther• '' no j:Iet~ce in tr.st 
:>:-!er. 

·ell , y?u tell hlm to come out here a nd I '11 see 
~hP t or1t t c1am£ he ~ae and then seP l f I cPn't f1x 
1 t ~o accord wl t h '"hat you a nd I tal .ceo ato•Jt . 

' . 
"··~: .ell , 1f yo:1 Ot>rl do that, I ' ll be so t Utled. 

·'ll right . All r~ght . Good- b;•e . 

. ·:..~r: i' .or~ you . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMU NICATION 

Secretary Morgenthau 

E. H. Foley, Jr. 

o.o.n Decemb~r 31, 1941 

I had a one-hour conference with Mr. Justice Byrnes 
relative t o the alien property order which he subzdtted 
to you today. Pehle and Bernstein were with me . 

I descri bed to Byrnes the compromise agreed to at 
the luncheon conference and said that our draft of the 
Order faithfully carried out that agreement . I told 
Byrnes that the Order which Justice drafted and which 
srrnes sent to you t oday represented no compromise at 
a 1, but gave to Justice the full control over practically 
all property which is now frozen. In particular I pointed 
out: 

(1) The vesting provision was not limited to 
enemy business enterprises in the United States but 
covered any enemy property, incl uding bank balances , 
gold, securities , eto . of any enemy or invaded country 
or their nationals. 

(2) The Order also gave the Alien Property 
Custodian authority to supervise any blocked business 
enterprise whenever he deemed it appropriate. 

At first Byrnes said that it was not intended under 
the order to give Justice the power to deal wit h the gold 
or dollar balances of foreign governments , banks, etc . 
As r:e discussed the ma.t ter, Byrnes concluded that the 
order was no compromise, and was intended to give Just ice 
and Crowley the full power to deal rti th all of the blocked 
proper ty when they were ready to do so, and tbat when they 
were ready to deal with t he property the Treasury was to 
have nothing whatever to do with it. 
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With respect t o our compromise proposal , Justice 
Byrnes stated t hat he thought the Commit tee i dea was 
W\Workable and that one man should be tagged with t he 
responsibility. Byrnes quoted Biddle and Crowley as 
sayulg that they would have nothing to do VIi th the alien 
property if the committee idea prevailed. Justice Byrnes 
seemed to indicate that he woul d not submit either our 
colpromise order or Justice's order to the President , 
but r:ould si~ly tell the President that the responsibility 
for dealing w1th all the property should be in one place 
and i t would be for the Pres~dent to decide between 
Justice and the Treasury. • 

' 
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