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TREASURY DEPARTMENT 
Washington 

FOR RELEASE, MORNING NEWSPAPERS, 
Tuesday, January 27 . 1942 . 
1/26/42 

Press Service 
No. 29-97 

~~~ ~~~~~ta~y of the Treasury announced last evening t hat 

the tenders for $150,000, 000, or t hereabout s, of 91-day Treasury 

bills , to be dated January 28 and to mature April 29, 1942, which 

were offered on January 23, were opened at the Federal Reserve 
Banks bn January 26 . 

(15 

The details of this i ssue are as follo~s: 

T~tal applied for - $371,501,000 
Total accepted 150,074,000 

Range of accepted bids: (Excepting two tenders totaling 
$1 "~5 , 000 ) 

High - 99.97~ Equivalent r ate approximately 0. ~9 percent Low 99.93 " " " 0. 2 1 II 

Averaee 
99.942 • • • 0.231 • Pri ce -

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

- oOo-
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HMJr : 

Go•ernor 
LebJDan: 

HMJr : 

L: 

HMJr: 

L: 

HMJr: 

L: 

HI!Jr: 

L: 

HMJr: 

L: 

HMJr : 

L: 

HI!Jr: 

L: 

HMJr : 

L: 

HMJr: 

January 27, 1942 
9:23 a. •· 

I'a all right. Herbert • .•.. 

Yea. 

I'• calli ng you up i n the capacity ot a t riend 
and not an ot t1cial. 

Yea. 

And I wanted to talk to you about this really 
very naety telegram t hat Henry Epstein sent 
me publicly. 

Ub bub. 

I don't know whether you've eeen it or not. 

No, I ba'fe no t , Henry. 

2 

Well, it starts ott, •on behal t ot the State, 
and acting to the conterenoe on State detense . • ... 
Ub h·ub. 

And then he goes on to eay that he condemns my 
proposal aa a "tlagrant breach ot conti denoe 
and good taith 0 • 

Ub hub. 

And a lot ot other atutt. 

Ub huh. 

Now, the point that I' m raising is - he says 
he's doing it on behalt ot the St ate and through 
the oonterenoe on State detenae, and he ia an 
ottioial appointed by you ••.•. 

No, he ' a not. 

No. 

No, no . 

(Laughs) All right. 
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.. oor~7 1o not. 

( J.eup •) All rip t. 

llot at all. 

3 

Vall, aDTM&7 1 he'• up thoro aa part ot 7our 
a4a1n1atrat1on: and What I'• a~ng 7ou - ~~~.,~ 
ootwoon tho two or ua - I wondered, doee he 
apeak tor 7out 

Be oerta1nl7 doea not, Benr7. 

And - well, 1t he doean't, after JOU'Ye aeen 
tho telogr&8 - which 1e about aa tll th7 a one 
ae I'•• eYer gotten - would 70u oare to oon­
a1der M7!ng that he doea not apeak tor 7ou. 
llow, wb&teYer 70u deo1de , 1t will be oka7, Her bert. 

Be doee not apeak t or •e; and, Beni"J, I haYe 
not taken aD7 poaition on thie .atter. I don't 
want to giYe. hi• a porteot repudiation, but I 
oerta1nl7 will eend tor h1•, beoauae he hae no 
right to apeak tor tho State. Be 1e, •• a matter 
of taot, not •1 appointee - ho'a the appointee 
ot the Attorne7 General - wbo ie an 1ndependentlJ 
eleoted ottioer, JOU know. 

Yee. 

8o I haYe no control oYer h18, except what aoral 
control I .. , haYe. 

Yeah. 

But he hae been doing that on a n1111ber of 
oooaaione; he' • gone ott halt-oooked, epeaklng 
authoritat1Yel7 without author1tJ. 

Yeah. 

I don't - the point i a thie, Ronr7, I- when ­
I think it waa Gaeton or aoaebod7 oaae up to 
••• ••••••• 
Yea. 

• •••• on thia thing a long t1•• ago. I ea1d I 
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would not take anr poeition in oppoeition to 
70!J· 

81ll.l1Yan. 

Bull han. 

Y ... 

But tba t I did want to take a po ei t1on in 
support ot 7ou, beoauae I thought it wae a Yery 
oloae queetion. 

Well ••. • • 

The t hing 18 going to be YBI'7 harmtlll to the 
aunioipal1 the. 

I undel'ltand. 

But I don't want to be put on tbe spot on t be 
thing. 

Well, that 's - I aaid I'• oalling you up ae a 
triend and not ae a.n ottic1al. 

Yea. 

And WhateYer 70u decide w111 be all right v1th 
ae, do you underatand? 

Yea. 

And eo ••••• 

I want to tell you he baa not - he does not 
talk t or tbe State, and at acme point I probabl7 
will eay eo. 

Well, I Just - tb1e 1e pretty dirty etutt -
Jack Bennett might be v1ll ing t o sa7 soaetb1ng. 

Well , I don't knov- I'll talk t o Jack Bennett 
and I'll t alk to Epetein about 1t. 

And, as I say , all I wae euggeet1ng waa that 
1! 70u thought well ot 1t atter thinking 1t 
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5 
- 4-

oYer, vaa to aay that thla man vaa not talking 
tor you aa Go•ernor. 

Yea. Well, it I get an opportunity, I .. Y do 
that, Henry. Nov, you ••• h8re on tb1a thing, 
there'a been t wo - he'e not the only one. Tra­
qina, who ' a dead nov, ot courae, alao took a 
Yery definite p~e!~!on in oppoattl~n ou ~~up 
plan. 

Well , I'• not worried about Tremaine nov. 
(Laugha) 

.<Laughs) No, you don't need to worry about him. 
But I mean, that •••.• 

What ia the •••• • 

It'e not only - well, it'a not only Epstein. 
And, ot course, e•ery municipality in the State 
ie going to oppoee it. 

Well, not all or them, Herbert. 

They're not? 

No. 

The mun1o1pal1t1ee? 

No, they're not all going to do lt. No, nov 
that we're at war , they 're not going to do it. 

I aee. 

No, t hey 1 re not. 

Uh huh. 

And - but anyway, 1t you would do that. And 
would you mlnd- after you've talked to blm­
to oall me back? 

I will. Now, I want to eay this to you. The 
chanoee are I will not be able to control b1m 
on this thing, because he's gone pretty tar 
out on a limo. 
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I see. 

And he considers himself an entirely independent 
officer. Not that I think he'll want to do any­
thing that's going t o offend me, but I mean, he 
does feel that he ie qui te within hie rights; 
and 1 believe this is the result of a meeting or 
offi cials in other states, ! •~'t it? 

Well, he signs himself "Chairman or Conference 
on State DA!enae•. 

Uh huh. Well , that's an i nter-state, not -
he has nothing at all to do with our State Defense 
Couno11. 

Oh. 'lell, Jack Bennett might be willing to say 
someth ing. 

All right, Henry; I certainly will be ae helpful 
aa I oan. 

And whatever happens, Herbert, it's between the 
two of us on a fri endship basis; and I'm not 
calling you officially. 

All right. I understand that. 

And give my l ove t o Edith. 

Bow ere you? 

I' m fair. It's a ••.•. 

Tired? 

Well , sort of chronic. 

Yea, 1 1m sure of that. 

I'm sure you are, too. It's ••... 

A 11 ttle bit. 

I read your message with great interest this 
morning, and I thought it was a splendid message 
and I congratulate you. 
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!hallk 70u ·re17 auoh, llelll'J. I hope 7011 •u 
feel all ri&ht. 

Ob, I'a all right. In taot, I'a better tod&7 
~I wae two 7eare ago; but it 1 e ••• • • 

You looked tired when I aaw 7011 at the oonoert 
about a month ago. 

!here'• nothing the .. tter. It 1e Juet tbat ••••• 

0Yerwork. 

•.... a YiotOJ'7 would oure. 

Yea. How do thing• lookt 

I think the7 look pretty good. I aean that I 
c1on 1 t ban an7 intoraatlon but Wbat'e in the 
papere, but we're Juet getting away to a elow 
eta.rt. It'• a long relay raoe and we got a 
bad etart. 

Yeah. I thought Ohuroh1ll 1 a apeeoh thla morning 
wae pretty d1eooureg1ng. 

Well, JOu 1 Ye got more tban I baYe. I didn't 
know he epoke . 

Yeah. He epoke troa the Houae ot Coamona. 

Well, I didn 't know tbat. 

I thought it wae a prett7 - the l eaat encouraging 
epeeoh I ' ·n beard hla aake t or a long tlae. 

Well ••.• • 

Ot oouree, be .. y baYe bad a pu.rpoee tor that. 

Well, be may baYe bad a reaeon. 

Yea. 

But our etutt ie beginning to get oYer there , 
and they are haYing ae an etteot what JOU 
eee 1n the papere. 
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L: Dh bab. 

IIIIJI' I All 1'1Sh~. Herbel'~. 

L: All 1'1Sh~. BelU'J. 

IIMJzo: fhank J OU. 

L : C.:,.;>~-'Uy& . 
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GROUP J.!.I::ETING 

Present: Mr. Morris 
Mr. Foley 
Mr . Viner 
lJ!' . Buffington 
Mr. Southard 
Mr. Blough 
Mr. Graves 
Mr. Gaston 
Ill'. Thomt>son 
h:Z. . Sulhvan 
Mr. Swope 
Mr. Paul 
Mr. Kuhn 
Mr. Schwarz 
Mr. Klotz 
Mr. Haas 

January 27, 1942 
9:30 a .m. 

H.M.JR: Norman, I an trying to fet hold of 
McReynolds, but they tell me he doesn t come to work 
until ten o'clock . That is the life. 

Listen, you two guys (Graves and Kuhn), come up 
forward. Are you sitting on one chair or something. 
(Laughter) 

9 

And you (Thompson) might be working . I am going 
to try to get a meeting Wednesday or Thursday to 
prepare our case, you see, on the question of deferments. 

l.!R. TH01!PSO!l: I have discussed it with Mr. 
McReynolds. He said that at a Cabinet meetinu when you 
were in Florida, the President appointed the Secretaries 
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of War and Na'fJ and llr. )(cNutt to aet up a .anpower 
allooation board. 

H.ll.JR: That has got nothing to do with it . 

MR. THOMPSON: He thought JUTbe it had. But at 
., ... rate he •a ·•··~" ~ ·~ ~!.. .. ;·lll·~g -..., 1 · - --- ...,--o .. __ ¥ .w.. • 

H. K. JR: An;rthing else? 

MR. THOMPSON: The Postmaster General has asked 
for somebody to come down to a meeting as soon as 
possible on reducing the volume of mail. 

H.K. JR: He took that up at Cabinet. 

MR. THOMPSON: I am sending Charlie Schoeneman 
an.d a representative from Harold Graves' staff. 

H.Y. JR: Well , the main thing is Harold Graves• 
mail. 

l!R. THOMPSON: Yes, that is what I thought. 

H.K. JR: He said Agriculture said the7 were going 
to send out three hundred million pieces and we were 
sending out twent,r million pieces, It seems that the 
nol'lll&l mail has gone up twent,r or thirt,r percent, and 
the Government mail eight1- seven percent or something 
like that . It is too high. 

What else? 

MR. THOMPSON: That is all. 

H.K. JR: Ferdie, this E-pstein oable , I don't think 
it is wortey of an answer unless it be a dirt,r one. 

liR. XUHN: I think it is aomethi.ng for the tax 
bo7a . 

H.Y.JR: Wall , certainl7 I am not going to get 
into a debate with him. 
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MR. KUHN : 
wi th him on the 
him. 

Epstein wants the Secretary to debate 
radio. H~ luvl tes him t o debat e with 

~. FOLEY : I have done it and Kades has done it . 
Vie have all debated 11ith him. 

H.M. JR: Where is Sullivan . 

MR. SULLIVAN: Right her e, sir . 

H. M. JR: John, supposing you t ry your hand at 
writing a dir ty telegram. I kno~ it i s di ffi cult for 
you to do, but see 11hat you can do, will you? A 
figbtin;: one, an Irish one , with a little !Iew Hampshire 
touch. l:ow, I don ' t know whether I will send it . The 
kind that you put in the drawer and look it over. 
(Laughter) I spoke to Governor Lehman this morning on 
the - just on personal basi s, but he is sendin~ for 
Bennett this mornine, and he says if he gets the occasion 
he thinks he will say that Epstein does not talk for the 
Stat e of New York . He l"rouldn ' t make any promises . But 
he thought it would be better, because he has no control 
of Epstein. He would try to ~et Bennett to say something . 
I sai d that r1as all I 1·;anted, just to have one of them 
say up there that Evstein is not talking for the State 
of Ne>~ York . ile sa1d that Governor Lehman had not taken 
any position, and he dido' t knov1 tiul t he would take any 
position either way . lie said, he said that t o you. 

MR. SULLIVAN: That i s cor1•ect . 

MR. FOLEY: It seems perfectly legi timate t o me , Mr. 
Secretary, for some of the state officer s, if they want 
to do it, t o voice some apprehension about what would 
happen to future borrowings if they were subject to 
taxation, but why they are concerned about taxin" out­
standing issues is more than I can see, because that 
has nothin& to do with credit . 

H.H. JR: ·Nell , you are just a young fe llort1 and 
you may never have heard of the word "politics. ' 
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KR. FOLEY: He is the aouthpiece for the Port of 
1 .. York luthorit,r crowd, CUllen. 

B.K. JR: Herbert Leluuan said, "You know, Treaa.ine 
t ook the sa.me fosition," and I said, "Yes, Herbert, 
a.nd llorria ian t going to hurt ae an,y more." 

We haYe located Mr. White last night. 

KR. SOUTHARD: Be ia in this country now, ia he? 

B.K.JR: Yes, through Kra. White. 

Do 70u wa.nt to ta.ke this? (Letter from Welles to 
Bull dated Ja.nuary 26.) And show it to Barry and tell 
Harry that when he comes back we want hilll to explain the 
IIJJ' atery. 

How pressing is that Chinese matter? 

KR. SOUTHARD: I have a memorandua here for 1ou, 
the r esult of our discussions with the State Department 
1eaterday. I think i t can certainl1 wait until tomorrow. 

H. ll.JR: Harry gets in tonight? 

KR. SOUTHARD: Yes . 

We were going to prepare this memorandum in a meet­
ing tomorrow. 

H.K. JR: Well, I wish 70u would consult with Dr. 
Viner. I want his advice on it . Can it wait until 
toaorr ow, and will 1ou consult with Dr. Viner? 

liR. SOUTHARD: Yes, sir. 

H.K. JR: Is there an,ything else pressing, Southard? 

KR. SOOTBARD: There ia a need, I think, of stalling 
off Representative Somers who wants to investigate the 
Chinese Stabilization loan. 

Regraded Unclassified



13 
- 5 -

H.M.JR: Do what? 

MR. SOUTHARD: Who ~ants to have a committee set 
up_by a resolution of the House to investigate aid to 
China . 

H.~. JR: iVhat shall we do with that? 

MR. SOUTHARD: Undersecretary Bell proposes that 
you might call him personally and ask him not to push 
the resolution just nor1 . 

H. I.!. JR: Well , let somebody out of Foley's shop 
ca ll on Somers, will you? Turn it over to Foley. 

s~ . FOLEY: And you prefer that he not do anything 
about it? 

H.li. JR: Yes. 

And, Southard, come here please. This letter 
(from T. V. Soong, dated January 21) must be acknowledged 
today and write it very carefully. Simply say, "I am 
glad to follow your suggestion and wait until the ret urn 
of ILr. Fox," you see . That carries out what the Presi­
dent - see? 

l.!R. SOUTHARD: All right, sir. For your signature? 

H. M. JR: Yes, today. 

What else? 

Now, where is the silver legislation? 

MR. FOLEY: I have it , Mr. Secretary, and I will 
bring it in this morning. 

' 
H. M.JR: lias Viner seen it? 

1~. FOLEY: Uo . 

H.M. JR: Well , has White's shop seen i t ? 

/ 
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MR. SOUTHARD: Yes . 

MR. FOLEY: Yes, they worked with us on it. 

H.M.JR: Did they clear it? 
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L~ . FOLEY: Yes. The question is whether or not 
you just wanted to wipe out power in the Silver Purchase 
Act or whether--

H. lA. JR: Well, let Viner see it, and then when Vlhite 
comes back, we will hit it . 

MR. FOLEY: You just want to get the power to sell 
it? 

H. M. JR: I don 't know what I want. 

1ffi. FOLEY : Well, we can get the power to sell it 
easily. If we t ry to wipe it out under the Silver Purchase 
Act, I think we will have a real fi ght. 

H. M. JR: Well, I would like Viner to have a shot 
at it just to keep him from getting rusty . 

MR. PAUL: I will promise to keep him from getting 
rusty. 

H. !.!. JR : Every t ime I say somethin~, Paul says 
to me, "Don't give Viner anyt hing more . 

MR. VINER: Don't let him fool you. 

H.l!.JR: I am not . 

MR. VIt~R : He is not pressin& me. 

H. M. JR: All right. But it will be both this 
Chinese thing - it is very difficult. That Chinese 
thing i s very difficult . 

Aeything else? 
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MR. SOUTHARD: Nothing else. 

H.M. JR: Chick? 
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KR. SCH'IIARZ: I just had a call f rom the Reuters 
bureau here. They say they had a cable from London this 
morning telling them to watch for an important inter­national financial statement. 

H.1!. JR : From whom? 

MR. SCHWARZ: From the United States Government. 

MR. VINER: That was probably from the Canadian 
Government. 

H.U. JR: I didn't hear it, but when I talked to 
Governor Lehman he said that Churchill had made a speech 
this morning on the air, and it was very discouraging. 

MR. KUHN: not so bad as all that. 

H.M. JR: No? 

J.!R. KUHN: No . 

UR. SC!r:IARZ: The Lieutenant Governor of the Dutch 
Indies made a talk yesterday before the Overseas Writers 
Club, and it was very pessimistic. 

H.M. JR: Well, you never know whether they really 
mean i t or whether they are doing it for political 
reasons or strategy. 

Anything else? 

MR. SCHWARZ: That is all . 

H.W. JR: George, I was particularly interested in 
your weekly statement which I did read showing that 
business loans are falling off. Now, how near are you--

MR. HAAS: They are just slightly off. 
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H. K.JR: How nea~ a~e you ~eady as to ao~oea of funds that I can tap? Wbe~e is this? 

KR. HAAS: I think we are - we ~e wo~lting with nine diffe~ent Government agenci es . The staffs are all 
working on it . I think we will be through the end of thla week. 

H.K.JR: Is SBC in on that? 

KR. HAAS: Yea, si~. 

H.K. JR: Ia that all that ia interested? 

KR. HAAS: Just nine. (Laughter) 

H. U.JR: Are you getting somewhere on it? 
YR. HAAS: Yes, eir. 

H.~.JR: Are you bringing any people in from 
private sources? 

KR. HAAS: We haven' t 7et. 

H.ii.JR: You might think about it. 

KR. HAAS: There are some, I think, that it would be well worth while bringing in. 

H. K.JR: I wish you would give me a list of some. 
I am sure that there are some. You take a lot of these 
big investment trusts who have these big staffs. The7 
IIIUst have some ver7 good people. 

KR. HAAS: I will give you some suggestions. 

H .lL. JR: There must be soce vecy good people there • 
Some of the banks have some very good people. The 
National City Bank letter is a very good economic letter. 
The7 got out a very good letter . 
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MR. HAAS: They have that man Roberts in charge of that. 

H. M. JR: They got out a very good letter. 

J.!R . HAAS: I thou~ht it mi.ldlt be well it we get 
the Government t>;rc;:pa .ogether like we de on the Revenue 
estimates, and then bring in the outside people. 

H.Y. JR: But there are some people - how good is 
that man at the First Nat ional Bank in Chicago? 

MR. HAAS: Lichtenstein? 

H.lf. JR: Yes. 

MR. HAAS: He is all right. 

MR. VINER: Not on this. 

Am. HAAS: He is not the type fo r this thing. 

H.M. JR: How about Haig of Columbia, Jake? 

MR. VINER: Not on this . 

H.M. JR: Are there any other university people? 

1!R. HAAS: Do you know Rowe at OP!d? 

H.M.JR: Yes. 

MR. VINER: He is a bright lad, isn't he? 

MR. HAAS: Yes , he is. 

B. U. JR: But I said university peopl e. 

MR. VINER: No , they wouldn't know about - on that 
stage, I don' t think they would know the market well 
enough to know the--
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H.~JR: Well, some of the people in private 
business would. 

MR. VINER: Yes. 

H. M. JR: Wouldn't they? 

liR. VUiER: This Rowe is that type. 

lo!R. HAAS: Yes, he worked on that kind of 
thing. 

H. J.f. JR: VIi th OPll? 
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MR. VINER: He i s a Chicago investment counselor, 
but I know he has got some connection with OPM. 

H.Y.JR: What is he doing over there? 

MR. VINER: I suppose adviser. He is a youngster. 

II.J.!. JR: That is all right. Aren' t we all? 

two. 
MR. VINER: Yes, all except - well, one or 
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H.M.JR: When Nelson was over here, George, he 
said, •s tacy t!ay is going to be my George Haas." 1 
thought you ~ould like to know that. But keep pushing, 
George . 

it. 

the 
the 

YR. EAJ.~ : ';.'P•, ! hope the end of this week to have 

H.M. JR: And incidentally, I 
back about getting out a hond 
short term money --

am patt ing myself on 
instead of a note 

MR. HAAS: It is beautiful. Tt set in and all 
the apprehensions didn't work out at all . 

H.!!.JR: The whole Federal Reserve system was against 
me . 

YR. HA~S : All the other outstanding ones lined up 
beautifully. 

H.M. JR: All the bond houses were against me . It 
worked out nicely. For once I was .•.. Am I overstating 
it, Dave? 

1~. MORRIS: No, it is a very fair statement except 
the "for once." 

H.M.JR: Jake? 

MR. VINER: Nothing . 

R.M.JR: Roy? Dave? I got your l etter yesterday. 
I congratulate you. 

YR. MORRIS: There is a report on --

H.!J. JR: You know what I am talking about? 

l>ffi. MrRRIS : Yes. 

H.M. JR : I mean, it is pleasing for me that you got 
it without bringing me in it . I am glad that you we re able 
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to do it with no bad feelings . 

YR. lDRRIS: Very smooth. There isn't very much 
there, but you, I think, have been very interested in 
those replies. & couple of them I am following up on. 

H.M. JR: I will look at it . How about the New York 
s tock Exchange investment bankers? 

MR. MORRIS: Well, they are going along, and they 
are beginning to qualify. The Stock Clearing Corporation 
has qualified and I think by the end of this week t here 
will be quite a few houses . I don't think there wi 11 be 
as many as 1 sst Saturday, but this coming Saturday they 
will begin to show up. 

H.M.JR: I have got a suggestion which is practical . 
I think it ~~uld be smart for you and Harold Graves if 
you would - what do you call it , authorize them? 

MR. AK>RRIS : Authorized issuing agents . 

H.M.JR: How about authorizing some of the labor 
unions that have been so good to us? 

MR. K>RRIS: I have about fifteen categories that 
have asked to be authorized, that I hope to study over 
this week, and get straightened out by the end of the 
week. 

H .~ . JR : Then bring them to Papa? 

MR. IDRRIS: Yes. 

I have got a great big group t hat I will try to 
digest and work out this week. 

H.Y.JR: Anything else? 

MR. ll>RRIS: No . 

MR. FOLEY: Bill Campbell is sitting here in the 
District Court this week, and would like to come in and 
pay his respects . 
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H.~ . JR: I would like to s ee him. 

MR. FOLEY: Shall I tell Fitz? 

H.li.JR: Yes, I would like to see him. How does 
he sit here? 

21 

MR. FOLEY: They brought him down on some of these 
alien cases. He has got a good record . He has been 
sitting on a lot of those cases out in Chicago, and 
the Justice asked the Supreme Court to assign him here. 
The Moderator of the Court --

H.M. JR: He is a nice man. I would like to see 
him. What else? Tell Steve that you are the first 
appointment after Stettinius leaves. 

MR. FOLEY : All right. 

H.M. JR: M.r. Paul will be t he second one. 

MR. PAUL: One of the things t hat I had in mind is 
covered. I can leave it until tomorrow. 

H.~.JR: Wonderful. ·I like your Spanish blood . 

lffiS. KlOTZ : Manana • 

H . ~. JR: Yes , suits me. We will see . Ed has got 
some stuff. And-Ed, when you bring in t hat stuff we are 
~oing to move in "Sn, I 110uld like Mr. Swope to be in on 
1t , and you might explain it to him the way you did to 
me this morni ng . 

MR. FOLEY: All right . 

H. M. JR: Because we are going to need some sugges­
tions on management for Aniline and Dye. What is the name 
of the man - he is the head of this big rayon concern 
down in TeMesaee . It is German concern and he is a friend 
of the fresident ' s . H~ sent him up to Matanuska when 
that thlng failed . Do you remember? 
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MR. SWOPE: Mr. Foley knows that I spoke to Mr. 
Carpenter, president of the Dupont Companf, and they 
stand ready to help ua, and also Mr. LoveJoy, who is 
chairman of the Eastman Kod~. 

H.V.JR: lOb e 

MR. SWOPE: But I haven't heard anything further 
on it . 

H.M.JR: Wel l , we are thinking of going in and putting 
the present management out ' and voting tne stock. Here 
is something more on Epstein. You~ullivan) are handling 
this for me, aren't you? 

MR. srrtLIVAN: Yes, sir. 

H.Y.JR: 
the 

Ferguson, Port Authority. Secretary of 

MR. SULLIVAN : I think I had better get on t he phone 
and have some of these governors wire in support of your 
proposal. 

H.M.JR: This has gone to every Senator. Isn't that 
nice? Yes, I think you had better get busy. And if 
they are going to wire, they had better wire their 
Senators and Congressmen, rather than me. 

MR. SULLIVAN: You mean, "and you". 

H.M. JR: Yes . And I think that we might find ou~ ­
I think t his Mayor Lausche of Cleveland, I .think he might 
be willing to form a group within the mayors who will 
support me. Mayor Lausche of Cleveland. He is a Demo­
crat. He ran on the Reform ticket. He was a police 
court j udge, and cleaned up the gambling in Cleveland, 
and ran on that basis, and was just elected. Police 
court judge . L-o-e --

' MR. KUHN: L-a-u- s-c-h- e. Frank J , Lausche. 

H.M.JR: V/~11, he is a Czech. 

Regraded Unclassified



23 
- 15 -

MR. FOLEY: Sounds bad (laughter). You would get 
a bad connotation . 

H.M.JR: The IIWl who got him to run was Adamic, the 
man who wrote "Two Way Passage." It was he who got him 
to run for mayor on the Refor: t::~:t. ~o !s quite a 
fellow, John, this Lausche . He is definitely tne best 
type of American with foreign-born parents . How far did 
I get? He might very well take the leadership on this 
thing. 

MR. FOLEY: Well, LaGuardia might have changed now, 
because of the war. 

MR. SULUVAN: No, he made a speech down here and he 
hasn't changed. 

MR. ~LEY: Since the war? 

l.!R. SULLIVAN : Within the week. 

H.M. JR: Anything else? 

MR. FOLEY: No. 

R,li,JR: I am calling up your fri end Disney, George, 
to tell him I saw the picture for the second time an.d 
liked it even betterthan the first ti111e, which I did . 
We saw it last night. 

MR. BUFFINGTON : I think he would like very much to 
know that . 

H. M. JR: I ao going to call him up. 

J.!R. BUFFIN'lTON: The Stock Exchange and the Invest­
ment Bankers ' Association and National Association of 
Security Cealers are starting today to sell tax savings 
notes . 

H.M.JR: Wonderful. How did you make out on the battle 
of billboards? 
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\!R . BUFFINGTON : V/e have decided to do it, and we are 
just now deciding on the finAl w~~~ing for the poster. 

H .~.JR: In other word~, you won? 

MR. PliFFING'roN : no{ I don't think so. 'Pe are ~oing 
to put t hem II!' (la1•!;1tter 1. 

H. l' , J:l. : All rieht. Anything else, r.eorge? 

MR. i<UFFINr.TON : No, sir. 

tffi. PAUL : Nothing. 

H .~. JR : Harold? 

~~. r.~4V' S : Nothing. 

H.11. JR: John? 

MR. SULVVAN : Mr . Vinson, Congressman "inson, 
ce.1led a~ain yester·day about that - e1ur helping them prepnt e 
that bil1, and t tola him it would take at 1east e. week 
for us to analyze that report. We didn 't want to be rushed 
and he said he would rather we would have time to do i t 
right . 

H. J!. JR : Anything el.;e? 

1!R. SULLIVAN : Yes . The llritish have been in and 
they want us to renew efforts to have that treaty, and it 
i s pretty aggravating. 

H.M. JR: No. Now, I had ano ther• call yestuday frol!l 
Halifax and Phillips . 

!!R. SULLIVAN : They \\'anted me to check and s ee if 
the a t titude of the committee had changed, and I checked 
a~d re~orted to them that it had chant ed, it had gro~n 
worse {laughter ) . 

H. ~.! . JR: \'/ell, I am not - I am for helping the Brit­
ish to the last , hut also there is a limit . 

Regraded Unclassified



- 17 -

MR. SULLIVAN : Well, this is beyond it now. 

H.M. JR: The last thing they dumped in my lap 
yesterday is plenty. tt is plenty. 

J.!R. SJLLIV AN: That is all I have. 

25 

MR. SWOPE: I have a note from Mr. Hall, this morn­
ing, llr. Secretarr, and he says;'I am pleased to report 
that this bureau 1s now organized and equipped to sustain 
a delivery schedule of one million Defense Bonds a day. 
Deliveries under this schedule could be made effective 
five days after the order is received." 

H.~ .JR: That is fine . 

J.!R . SY.OPE: And within four to six weeks they could 
get up to one million three hundred thousand Bonds a day. 

R.M. JR: Wonderful. 

MR. !\WOPE : And we now have a stock altogether of 
ten million five hundred twenty-five thousand bonds. 

H.M. JR: In the fiel d? 

MR. S'l'iOPE: Two million here and eight million in 
the field. 

H.~.JR: Well , t hat is grand. Will you tell Hall 
I am very much pleesed? But he has got the equipment 
to do a million a day? ~ 

MR. SlOPE: Got the equipment . All we need would 
be, as I told you last week, additional personnel. 

H.M.JR: That is swell. What else? 

'MR. SVQPE : That is all I have this mDrning. 

H.M.JR: Oh, I know, for the tax people, when I sa~ 
Mn Keller of Chrysler, he said, "There is one of three 
things I want to ask you, We are going t o great expense 
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to store our machinery which makes automobiles," and I 
forget, I think it takes two and a half million aquare 
feet. I may be wrong, but what ever it ia. He said, 
"Now, is there something that you are doing that when 
this is over, which will assist us to put this machinery 
bac!: ~~ it! proper nlA ce :so thAt we can go to work on 
a peace- time baeia?ft So I said, Ye a, we were working on 
it, and I said that we were very much -- hhd it very 
much in mind, and he said - I think the man's name is 
Huchinson. 

MR. SWOPE: Yes, he is vice-president. 

H.M.JR: In charge of finance , And I told him if 
he came down to call on you tax gentlemen and on !lr. 
Swope. The idea, you know - -

'MR. PAUL: I know what you mean. 

MR. SVDPE: ~hose assembly lines . 

H.M.JR: Well, here he is going to store the ma chin­
ery. Now, how is he going to get the machinery back into 
place, and if something - we were talking about over the 
seventy- five per cent or something. Mr. Swope doesn't 
think t hat is high enough. He. thinks they can go - how 
high did you think they coula go? 

MR. SWOPE: How high, Mr. Paul? Wasn ' t it eighty­
five? You mean on the excess profits? 

H.U.JR: Yes. 

MR. SV.OPE: Eighty- five. We talked about it last 
week. 

H.M.JR : I think something along those lines would 
be reassuring, and I think t hey are anti tled to it . 

(The Secretary held a telephone conversation with 
Mr. McReynolds . ) 

H.M.JR: Herbert? 
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KR. G.L~: We got a very aat!Dt~;;to. 1 1etter tl-011 
the ~•TT on that subject of examininf paaaengera that 
come in on NeTT planes, and I undera and the AI'IJT 
ia going to fall in line all right. I called Patterson 
peraonall;r, and he took an intel'8at in the thing. I 
nottoe wher~ - ~.v!~ v•~vee may b.{e noticed the ~ thing. 
There waa a little propaganda both in the I'adio field and 
the newspaper field for paid advertising on the Govern-
ment work . I noticed ln a broadcasting magazine. The;r 
are starting a little campaign on the subject . 

KR. lURN : 'I'bey are getting up quite a case, and 
Lowell Kellett wants the Government to work on getting up 
e case showing the Government's aide of the thing. That 
is, the papers are getting probabl;r more in sponsored 
advertising than the;r would get if the sponsored advertis­
ing dried up . 

MR. GASTON: I had two personal inquiriea. One was 
from Time, Yar;r Johnson, and the other was from Look, 
and those papers . 

H.Y. JR: Well, the Editor and Publisher is the only 
trade journal in the United States who refused to run 
a free page for us on the payroll deduction plan. It was 
the onl;r paper in the whole countr7. 

KR. SCHWARZ : The;r have been reactionar;r right through. 

H.V.JR: Yes, they have , 

MR. GASTON: Their interest is an advertising inter- ~ 
est. All the wa;r through the;r are champions of advertis-
ing. 

MR. JCUHN : But the newspapers get more out of the 
Government now, than they would get. 

H.ll. JR: Pages and pages. 

MR. KURth Sponsored stuff. 

KR. GASTON : ib.at I mean ia, Editor and Publisher is 
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a good deal more an advertising paper than it is an editor's paper, 

R.K. JR: Anything else, Herbert? 

llR. f}AS"roN : That is all, 

28 

H.Y. JR: Harold, one thing, just aa a matter of 
interest, as a cross- check, §et a list of the plants 
that the Navy awarded the "E flag to, and how many 
that they have awarded the "E" flag to have got ninety 
per cent payroll allotment, just as a matter of curio­sity. 

Thank you all. 
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William H. 
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HMJr: 

Me : 
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HMJr: 
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HMJr: 
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HMJr: 
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HMJr: 

Me: 

Hello. 

GoOd aorning, air. 

January 27, 1942 
9:58 a.m. 

Mao, can't I get a job over there in the 
~~e uouee? So I could come to vork at 
ten aleot 
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(Laughs) It might be arranged, Mr. Secretary. 

What? 

It might be arranged, air. 

Gee, I'd love to go to vork. Norman eaid 
he'll inch me out, but I'd like to get over 
there tiret. 

(Laughs ) 

Mao, on this thing, the committee that the 
President appointed - this hae nothing to do 
vith manpover - vae Stlmeon , Knox, and me. 

Yeah. 

Hello. 

Yea. 

Nov, I'd llke to get together vith t hose 
gentlemen and vith you and aleo vith the 
head ot the draft board, vhat'e hie name? 

Ah . • . .. 

Hershey. 

Hershey. 

Nov, have you talked Vlth Stimson or Knox? 

I have no t talked to them, no. I vanted t o 
talk to you firet. 
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Well, would 7ou do thle t or •e? I'• aYa1lable 
e1 ther at ntae o' olook TburedaJ 110raing or 
eleYea o'olook TburedaJ .orning. Bello. 

Yea, air. 

And I wondered it JOU couldn't call up tho•• 
people and ~~•e •~•* ... t a e nere, 7ou eee~ 

At Jour ottice, at either nine or eleYen. 
WbicheYer I can get the•, I'll let JCU know. 

And that'• 8t1•eon, and lnox, and Her ehe7, and 
JOU. 

Yea. 

To talk about the ~ueet1on ot vho gete deter­
•ent and vbo doeen t. 

Yeah. Tber'll be o•er there. I'll get 1n 
touch v1 th th .. Juet ae quick ae I can th1e 
• orning, and I'll let rour otf1oe know vh1ch 
it will be - nine or el e•en. 

Yeah, that ought to gin the• • •••. 

On ThuredaJ. 

And I'll g1Ye the•-•o that the7 can ha•e it, 
I'll g1Ye the• nine, ele•en, or three. 

Nine, eleYen, or t hree. 

Y ... 

On ThuredaJ ot th1a week. 

And 70u let •• know. 

Yea, dr. 

And JOU want to eee me before? 

Yeah, I'd like to. 

Well, g1Ye •e a ring when 70u' re rea4J. 
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January 27, 1942 
11 :05 a .m. 

LEND- LEASE llUDr.E'l' - ~ 

Present: t!r. Swo pe 
Mr . Yo ung 
Y.r . Cox 
!.'r. Stettini us 
l!r . HcCare 
L!r . Stoc!ca:-d 
Ill!' . Kade s 
llr . Heffelfinger 
~lr . Dell 

t!P . S!ETTINIUS : ·::e 11ant to briefl y discuss, !!.r. 
Secret11ry, the fo rthcoming Lend- Lease hudget and its 
effect upon t he Treasury Pr oc"(;.reoent . Now, •.e !llight 
br i efly say this 

us? 
H . ?~ . JR : I:o you mind if I let l'r . 3\":ope sit in with 

l,ffi . STETTINIUS : Sure . 

H.". JR: Do you mind ll!liting one minute? V.hile 
you a r e 11 ai ting, would t lti s be the proper tine or 
not to tell you of t ne visit from Lord P.alifax and Sir 
Freccrlck Phillips , who mmt us to bul for cash ever~·thing 
going tack prior to the fifteer.th of -~arch" 

!:?.. COX: The elevent h of J.~arch , isn 't it? 

MR. S'l'ET':'INI US : r:e know sometltinc about tb~ t. 

H . ~: . Jfl : '!'his was just given to me yesterd!\y. 

IT,. Ym~r'l : Isn 't that the seven huncred mi llion 
figure ? 
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H .~.JR: Yes. Would that come under --

MR. STETTINIUS: Yes, it would either come under ua 
or the War Department if the appropriation should be asked, 

H.~ . JR: This was only given to me yesterday. Sup­
posing I have it photostated, and I will give a copy of 
it to you? 

MR. '>TETTINIUS: All right, fine . 

llR. YOUNG: The ~'/ar Department , I gather, is quite willing to go ahead and do it. 

H.M.JR: McCloy has said that before. 

(Yr. Swope entered the conference). 

MR. STETTINIUS: Well, as an introduction, of course 
you are all familiar with the first seven billion and 
the second six billion being appropriated to Lend-Lease 
for all items Lend-Leased, and then determining what agencr 
of the five procurement agencies would purchase. The 
policy has been determined now in view of the fact that 
it is a common pool that becomes necessary for us and 
our al lies , of t oe total output of the industrial machine 
of America and England, The output· to be- the allocation 
of those materials to be determined by a top allocation 
board, with which I am sure you are familiar, that there 
is no sense in appropriating funds to the Lend-Lease 
for military and Naval i tems . Now, that is debatable, 
as to whether or not from the standpoint of international 
relationships , and the St ate Department agreements and 
othe r things, whether or not that is the way to do it. 

However, the decision has been 1•eached and that is 
the way that the budgets are now being prepared, that 
the military and - strictly military and Naval items 
be appropriated to the Navy and ·war Departments , with 
all other items being appropriated to Lend-Lease in the 
new budget. That would mean all industrial cot:mtodities, 
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•11 !~~~ ~~~==• commercial itema of various charactere , end you might say generally as an over-all, everything that isn't a strictly military or Naval specification comes to us in the new appropriation. 

Now, we have had, Mr. Secretary, many meetings with the War Department . Philip has been over a list against their list. We have matched budgets, so to speak. We 
h~ve this morning for the first time come about down to our breakdown, which I think we can come before you and say doesn't duplicate what either A~ or Navy are putting in for . 

Now, that wil l involve certain considerations on your part as to your willingness to procure for Lend­Lease certain of these itema . Now, we have prepared on a page and a quarter nine short itema, and if you would like to glance at those, I t hink that raises the various points that we would like to consider with you and Mr. Swope for a moment. 

H.Y.JR: You mean this is the thing which you would like Treasury Procurement to buy for you? 

MR. YOUNG: Itema on whichJ.uestions have been raised in the past. You take commercl trucks, which is a perfectly good example. Treasury has bought a few commercial type trucks and a few passenger cars and station wagons , and the War Department has also bought a very hrge number of commercial type t rucks, and the proposal is now that Treasury pick up all the commercial type vehicles, rather than the Army. 

MR. SWOPE : These matters have been under considera­tion by Mr. Mack, and as far as he is concerned, he le prepared to do it, Mr. Secretary. 

B.M.JR: Is he? 

MR. SWOPE: Yea . 

B.M.JR: On all of these i tema? 
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11R. SV.UPE: Yes . 

MR. McCABE: The machine tools , the War Department are purchasing those now. 

H.K. Jrt: aut tnia wou!d be new to ua? 

MR. McCABE: No , we are just raising the point here. 

MR. COX: That hasn't been resolved yet . 

H.Y.JR: Well, let me make it clear. I don't want 
to get into any fight between you and the War Department. 

YR. STETTINTUS: We have no fight with the V:ar Depart­ment on this at all. 

H.M. JR: Would you (Swope) be prepared to say that 
if once it is decided what they want to buy, we will go 
ahead and do it for them? 

MR. ~QPE: Yes , sir. 

''R. BELL: We have bought some of them. 

MR. S\'.OPE: Yes, sir. 

MR. STETTINIUS: That is exactly what we want. 

H.J.:. JR: As long as we don't have to fight about it. 

MR. COX: That is right . 

MR. STETTTNIUS: You won't be drawn into any contro­
versy. We just want your ~greement that if we ask you 
to buy comtercial trucks or machine tools or chemicals or 
metals or railroad equipment, whatever it is , that we 
want to be assured of your willingness to procure against 
any requisition that we might wish to send over in the 
futur e, even though it is an expansion of the past . 

H.M.JR: Wel l --

MR. SI'.OPE: We are willing. "Barkls is willin' .• 
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MR. STETTDf.rUS: That does it, doesn't it, Philip? 

YR. YOUNG: Yes. MY feeling was, we just didn' t 
want to go ahead and build up this budget --

YR. STF.'l"I'TN!US: And let you hear e.bout ft aHer­ward . 

H.U.JR: I appreciate it, and if Kr. Swope says we are willing, I say O. K. 

MR. STETTINIUS: Right, 

H.K. JR: Is that all? • 
MR. STETTINIUS: That is all. 

YR. COX: There is one other question on your financing. 

MR. STETTINIUS: Yes, we want - go ahead. 

H.M.JR: Go ahead. 

MR. COX: There are t wo questions. On that Halifax 
note, the War Department is willing to take out with 
cash ~re-existing British contracts made before Karch 
11. Th.at is, supply contracts . They hue not included 
any money to take over plant and faoilLties . There is 
no logical consistency in what they are doing. Actually 
it would be easier to take out plants than it would 
supply contracts, because the plants remain in this country. 

H.M. JR: But on this thing which evidently you people 
know a•t, is there anybody wlio could say, "Well, we will 
take this up with the War Department and between them we 
will take this on in consideration with the budget, as 
part of the budget, " what the English want? 

YR. STETTINIUS': Sure , 

MR. COX: Well, except you are in this . You have 
got two major questions . One is the latest statement 
ot what the British dollar position is, because you are 
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going to get into great political oontroTersy if you 
start paying them dollars for planes which they ordered 
and whloh we take over and then turn baok to th~~ . 

Now, you will still get basically back to the 
question of what their dollar position is . 

H.M.JR: Well, roughly, they give us a figure -
I mean, I am going from memory now - somewhere between 
three and four hundred million dollars worse off, due 
to their losing the dollars from the Malay Peninsula. 

MR. S'I'ETTINIUS: That is right, rubber and .tin. 

H.M.JR: And they can substantiate that . 

MR. BELL: Over what period, Yr. Secretary? 

H.~.JR: This year. 

liR. BELL: This year? 

H.~!oli"R: This year. 

llR. BELL: I should think that we would make that up 
and maybe more, too, by putting dollars into the hands 
of the British banks, ' Through our military operations 
we gave them fifteen milliOn dollars laat week, didn't 
we, about that? 

It is getting heavier and heavier all the time . 
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l!R, COX: You can't just look at the Malayan thlng 
and get the answer, because there have been a great many 
things bought under Lend-Lease that were previously 
contemplated for purchase with their own ~ollars. 

There have been other t ake-outs in terms of both 
plants and --

H.M. JR : I think you (Bell) should take a look at it 
first . 

YR. BELL: I do too. 

R.~.JR: Well, supposing before we ask any help, we 
take a look at it ourselves . 

MR. STETTINIUS: All right . t~. Secretary, it would 
be tremendously helpful to us if we could have Danny give 
us periodically the over-all view of the British dollar 
pos1tion, because we are constantly faced with that 
question in our negoti ations with them on tires for India 
or jeeps that were manufactured in Canada, that they 
ere wishing to improve their dollar position as a result 
of the tend-Lease transaction. 

H.M.JR: Well, would it be all right monthly? 

lffi. SmTINIUS: I should think monthly would be 
very satisfactory. 

H.M. JR: The over-all . 
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MH. STETTINIUS: The over- all Empire position. 

H. M. JR: Without the breakdown. I mea.n, just the 
over- all. 

MR. McCABE: I think we ought to have it for the 
dominions too. 

MR. COX: "'ell , all t!:e domWonsare included . 

MR. STETTINIIJS : 'ile get the Canadian figures direct . 

MR. COY.: We get them through the mreasury. 

H. A! .JR: V.'he.t? 

MR. COX: i.'e get the Canadian figur es separately 
through you. 

H. M. JR: Well, you are entitled to them. \'ie will 
~ive you a se t of figures fo r the month of December 
1f we have them. 

MR. STETTINIUS: All right, fino. 

H. U. JH: And if t :1ey are not what you want, let 
us know, but we don't -we have guardeo those things 
fairly closely. 

lo!I! . S~ET'!'INIUS: !low one other i tee on .the ma t ter 
of their dollar position--

H.!/ .JR: llut you should have that . 

~lR. 3TETTINTUS : They have talked to usa great deal 
about mining machinery for ' fr i can gold. 

Jl . M • .rn: V'e have turned t hem down . We, the 
Treasury, have, twice . 

UR. TI"'"!'!NIUS: On givin~; t hem the priori t y for 
the machinery? 

H. J.I. JR: The !Jlnister of South Africa, we have turned 
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hia down. It 7ou want that oorrespondence, I will make 
1t aT&ilable. 

MR. STBTmros: We don' t want it. We just want to lmow--

H.K. JR: I hAve tlll'Ded tha down. 

MR. BELL: Is that on an expansion, Mr. Secretar7, 
or just replacement? 

H.K.JR: Expansion, wasn't it? 

MR. BELL: I think that 1a right. 

MR. STETTINIUS: How about the repair parts for 
their existing equipment? 

H.ll. JR: I think the7 ought to have those. 

l!R, STETTINIUS: 'nley are dependent on five hundred 
million dollars is it, Danny, from South African gold? 

KR. BELL: Two hundred ninety-five or three hundred 
million, I think. 

H.K. JR: Dan, send over the correspondence with the 
South African Kiniater. 

MR. STETTINIUS: Th.ey would like some of these 
repair parts , some o! the new equipment, in order to 
increase the output of gold to improve their dollar 
position. 

H.K. JR: On a monetary positlon--

Ma •• STETTINIUS: You have to guide us on that. 

H.K. JR: On a monetarr basis, I hAte to trust mf 
memory, 1e turned down Canada and South Africa. 

KR. STETTINIUS: On t he matter of- -
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H.JI. JR: Expansion of gold raining. 

I.!R. STETTTIUUS: I think that is right. 

H.~. JR: On a monetary basis, but I will send you 
over the correspondence. 

\lR. BELL: \Vant Canada too, Mr . Secretary? 
H • .II.JR: Yes. 

\lR. S'l'ETTINIUS: Now, HellJ7, on the ~:~.&tter of repair par ts--

H . .II.JR: I think they ought to have them. 

\lR, STETTINIUS: Slouldn' t we become their pro­
tagonists with priorities in order to get them the machinery? 

H.JI.JR: Yes. In the case of South Africa, they 
are good f or three or four hundred million dollars 
cash, Dan. 

MR. BELL: Yes . As I recall it, ther e is two 
hundred ninety- four milllon, but it is 'C!J' u:emory again. 

H.M.JR: I would say three or four hundred . They 
produce that, Dan, and hold back on us. They retain it, 
you see. But we will send you the correspondence. 

What is this? 

\lR. BELL: That is the December 31 caah position. 

H • .II. JR: We believe in service . Here is their 
cash position. 

• liR. COX: What was the figure, Dan? 

MR. BELL: Three hundred sixty million dollars in 
gold and eighty-eight million--
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D. ffl'!'I'IIIUS: 'Du-11 h11114Jot4 llzt,•thret offiolal 
clol.lve, a total of f0111' lmDdrecl titt,-oae. 1rr. 
S.oNbry, wulcl 7011 be w1ll1ug to ha4 111 baolt that 
twlllt,•IITen llillion clol.lve we hu4e4 7011 lboat three 
nelte ago--

B.K.JR: tu. Do 7011 wut it in a letter? 

D. OOX: lo. 

B.K. JR: Want 1111 to vite a letter? 

D. STETTINIUS: Jut ten worcle that 7our note . 
to me ie herebf--

MR. BELL: What ia that? 

B.K.JR: Be vote ae a letter sqing that twent,-­
seTen million clollars was aTailable to me tor coamercial 
trucks and not to bother 7011 - 7011 take that, Kr. 
Swope. 

MR. BELL: Procurement matter? 

B.K. JR: Procurement utter. '!'here was a letter 
from Jlr. stettWus to 1111 glTing 1111 the use of twent,-­
senn milllo11 clollars, and I should vite ha back a 
TIJ7 wara letter th•nking hill and 8'7ing that it was 
nr;y usetlll. 

KR. STETTIDUS: lfagnitioent caooperation. 

H.li. JR: I said so before 111111tloning JOur 111111e. 
Did JOU see ~ speech? I me11tioned 7011 b7 na.e before 
the CIO iutoaobile Workers Sund17. 

MR. STimliiUS: lloJ, oh bofl 

H.li.JR: But that it as unneoeuar;y, eee, that the 
War Departunt found the .one7 to b117 the trucks. 

MR. BELL: ~ that--
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a. TOOliGr lfq n keep thia at.t ... nt, ~? 

IIR. BELL: Tea, rou can han that. 

I.II.JR: Jluok acroaa it in pellOil .. con!!dential: 

IIR. rsi!LL: Ill'. S.cretlll7, while we are on thelli:s::::i:e=:::::=~=-::.:=:::::~ 
dollar balances, I haTe been carrring on some corres-
pondence with Sir Frederic~ Philllpa regarding the next 
hearing. Be wa.nta to elilllinate eDT stathtice regarding 
their dollar position in the next hearing a. Be thiJikl 
1t 1a getting to the point where it h eabarraaaing to 
tell their !lnancial rsition. 0! course, I think ~t 
he is reallf afraid o ie that hie dollar position ia 
S!_tting 10 much better that Congress la going to aa7, 
~ don't the7 PIT !or acme c! this material?• 

KR. S'l'ITTiliiUS: , there are two thln~s going 
to come up cn our next hearlnJts, sure as the eun rhea. 
Bow do we stand on our oTer-all master agre..ant with 
the British Empire, how the7 haTe agreed to deal with 
this poet war adjustment. And number 2, what is their 
poet war position. You are going to have Wigglesworth 
&nd Taber and Scrughaa in the House, and 70U are going 
to rt l(ye and Brookl on the Senate aide who lit at 
tha table, and the7 are sure to aalc those two queatio.ns. 

B.II.JR: You will be prepared to answer them? 

KR. STE'l"l''NNUS: I will rt!er to llr. 1Ja.Jm1 Bell 
and llr. Dean !eheaon. 

H.ll. JR: No, no, Harold Smith, and get that right, 
too. (Laughter) 

KR. B.EU.: But I think that eo11e place along the 
line when we get thie British liabillt., - contract 
liabllit., in thh eountq down to a mini••, that we 
ollgbt to begin to think about getting aoae eterling froa 
the other aide on the same basla aa th17 get the dollars. 

JIR. COX: I think 7ou are abeolutelf right. 
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MR. YOmlG: May we keep this statement, Danny? 

MR. BELL: Yes, you can have that . 

o . IJ. JR: l!ark across it in pencil,"confidential." 

l.lR. lll!.lL : J.lr . ::.ecretary, while we are on these 
dollar balances , I have been carrvine on some corres­
pondence with Sir Frederick Phillips regarding the next 
hearing. He wants t o el iminate any statisti cs re"arding 
their doll ar position in the next hearings . He t hinks 
i t is get ting to the point where it is embarrassing to 
t ell their financial position . Of course , I think nhat 
he is really afraid of is that hi s dollar position is 
vettin~ so much better that Con~ress is ~oin; to sa7, 
brJ~ don' t they pay for so~e of t his oaterial?" 

UR. STETTJNIUS: l>anny, there are tv1o thin ·s fOin" 
to come up on our next hearings, sure as the sun r1 ses . 
JloTI do we stand on our over-all master a~reement with 
the Br itish Empire , how they have agreed to deal with 
this post war adjustment . And number 2, what is their 
post rtar position. You ere goin,. to have ·.'/igglesworth 
and Taber and Scrugham in the rlouse , and you are goin~ 
to get lrre and Brooks on the Senate si de who sit at 
that table, and the7 ar e sure to ask those two questions. 

H . l~. JR : You 11ill be prepared to answer thell? 

t:R. STETTINIUS: I will r efer to o.r . Danny Bell 
and V~ . Dean Acheson. 

ii .M. JR: No , no, Harold S:ni th, and get that right, 
too . (Laughter) 

lin. BELL: But I think that some pl ace along the 
line IThen we get this British liability - contract 
liability in this country down to a minimum, that we 
ou:zht t o be .~in to think about e;et ting some s terlin'l' f rom 
the other s1de on the same bas1s as they get t he dollars . 

MR. COX : I think you are absolutely rifht . 
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WR. BELL: We are going to be buying a lot of 
sterling before this year is over, I am sure . 

)ffi , STETTilliUS. Are you 110rking pretty closeJ.T 
with Dean Acheson on the agreement? 

MR. BELL: I haven' t heara or the agreement since 
last June. We haven't heard a thing. 

MR. COX: We mentioned that idea to Dean, and he wasn ' t--

H.M.JR: ~fobody tells us anything. 

MR. COX: He wasn't very keen about it . 

WR. BELL: Wasn't he? 

MR. COX: But in terms of troops and other opera­tions--

H.M. JR: All we get is, they call us up at nine 
o'clock in the morning from Rio and say, "By ten o'clock 
give us an answer on world currency," one hour . Isn't 
that right, Dan? They gave us one hour. 

UR. COX: You probably had a half hour to spare 
on that one. 

H.M. JR: Well, lucky I wasn't on the ocean somewhere. 
(Secretary gave Mr. Stettinius a copy of his CIO 

speech made in Detroit .) 

~. STETTI~US: Very nice. 

H.M. JR: Isn't that worth twenty-seven million 
dollars? 

1iR. STETTilliUS: It certainJ.T is . 

WR. BELL: When are you expecting the next bill? 
Soon? I see you had a billion dollars - less than a 
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billion dollars last I saw. You are getting close, 
aren' t you? 

MR. STETTrniUS: We expect to go - I would think 
that we will give Harold &lith our .final figures 
tonight or tomorrow, and I had hoped that the bill 
would t.; introduced not later than next 'l'uesday, and 
that the hearings would be held, and they would get 
the thing out ten days thereafter. How does that check out, Oscar? 

MR. COX: Pretty good, yes , sir. 

H.U. JR: Phil? 

MR. YOUNG: Yes . 

H.Y.JR: You know, you took ~ chairman from 
greater New York, and you are sending him to England, 
Lewis Dougle.s. 

MR. COX: He may be able to sell some bonds over 
there for you. 

UR. STETTINIUS: \'las he your bond salesman for 
greater New York? 

H.U. JR: Yes . I knew for a month they were think­ing about him. 

MR. YOUNG: Why didn't you tell me you were going 
to have an elephant over here yesterday? I would have 
been over. 

H.Y. JR: I will tell you, the elephants and all 
the pretty actresses, when these girls come down, Dan 
receives them all. What was her name, the girl? 
Dorothy Lamour? 

im. BELL: Yes . 

UR. STETTINIUS: Has she been around? 
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H.~ JR: Yea, and the elephant . Dan kissed th .. both. 

lo!R. BELL: 111 God ! I don' t reumber the elephant. 
KR. STETTINIUS: All r ight, air. 

H.K. JR: O.K. Alwars glad to see rou. 
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AGENDA FOR I.!EETI!1G ON BUDOET 

!:. ~achine Tools 

2. Trucks 

J..:. Ti.re s ana 

tliii oajor part of Lend-vu-. cachine tools have, 
in the past, been procured by the War Department . 
Some have been bought by the Tl"easury. Th~ ques­
tion i~ presented as to whether or not Lend- Lenoo 
or the liar Department should aek for the appropria­
tion . IC Lend-Lease asks for and obtain• the ap­
propriation, the procur~m~nt can be handled by any 
a eency which ~. Nelson augeests . 

Trucks built solely for 11111 t.ary uses have been pur­
chased by the 71ar Depart.r.ent . They propose to re­
quest funds for this purpose. A.ll cOI!lmercial-typ., 
trucks, whether used !or eommercilll or cilit.ary pur­
poses, are proposed to be h1111c.led by Lena- LeAse, 
through Treasury ProcurP.ment. 

Tubeo 
Tires and tubes are bought as such and not as a co~ 
ple10ent to a vehicle. They ar-. to be handled b;t 
Lend- Lease, through T~Psury Procurenent . 

~ Cnemic~ls, Explosives, Etc . 

~ !.:etals 

It is intended •hat Lend-Leue, through Treasury, 
will handle industrial chemicals and chemico.l..s pur­
chased ror industrial process, and that the Tlar J'le­
partment will buy all chemicals used as explosive 
components, or as a port of chemical warfare suprlies . 

Lrnd-Lease will r<quest the funds to buy, throueh 
Tr~asury Procurement, all metals, includine seci- fab­
ricabed metals, not purchased specifically as par~ 
of the equipment non>ally purchased by the ifar Dcpart.­
•ent. 

~ ll&i lway Eq•U.pment 
Lend- Lease will r equest funds for the purchase, IJ•rough 
Treasury frocurement, o! all rail.:ay equipment, supplies , 
or t~lling stock, except railway equi~ent speciolly 
designed for military purposes . 

I 
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7, Electrical and C~cat1ons ~ui~t 
tend-Leue will aali ore !or the purcheee, 
tbrough the Tt-eaaury Depa.rtaent, ot all generat1ng

1 tranallieaion and o~r a1111lar equi~t. not 
apee1ticall;y deaigned. !or :il.ita.r)r JIUI'!lOSU. 

B. Road-a.tlding and Engineers 1 8JuiT.t 
Lend- Leaae will request he 1\lnds to t.J.;y all co-rcial 
road-building and engineers• equipment. 

The War Department wishes to request the f'unde !or the 
purchase o! insulin serums and other drugs. We feel 
that these !unds should so to Lend-Lease, and that llr. 
lleleon ahould decide which agenc;y or agencies should 
handle the procuraaent. 
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25t h J nnunr:-, Hi~2 . 

wi t seems to no l i kely t hat suer.est1ons rna~ presently 
''" •1oda t ha t at t s ntJ on should be c1v'ln to t "H> question •thethor 
t 10 J)artnersh1p into which our two countrie s 'lave entered call. s 
rol• sone comprehens i ve financial nrranceMent between the United 

-·~tos and the United Kinedon, paroll~ J t o the acree~ents on 
•ntt i ons, s ll i ppi nc and raw r.~aterials. It could well be arcued 

• 11 t s Heh an arrance111en t , !f lt coul d be rt e v1serl , woul d f Or:'! a 
o t·~al sequel t o t hose a:ree~ents and woul~ nark a fUrther 0

1)0r tant ste~ i n the >r ocess or puttlnr our joi nt r e5ources to 
· ~lr best possible use for t he pr osecution of the war. ~lis 
· s n not t er w"lich or course r aises wide and diffi cul t i s sues , 
o ,., .., l ch we have not ye t f orned an:- final views. 

I n t h e rn eantin e I woul l"l ask : ' <"lll to cons ider and , 
' r ~ · ou see f it , t o s ubmit to t he Pres1 rl~nt t '1e f ollowJn; :>rClposal 
N •1 r '• I put forward because I am anxious - ns I f eel sur e :·ou 
re tha t nothing s houl d .:>r e vent liS both fron coneentrot1n~ 
n· w'·ole en'lreies U!)On t he i:red~at'!l oct 1vo pr <>secnt:o•• ot t :1c 

'"o•1 ~lrond; l end- l ease t<> us -un1tJons (as w'l11 1\3 
'· ll:l~ -:nf"'1 elso)contr nctl3:1'! for ::Jince t~" r., nd- t 'laso he .. en""'~e 

' "" •' 0"18l'"A.t1on . W~ would a s:! u oH n,30 to extof"K1 ...... 0,1l" fSn~nc'n, 
~~.'?'1S ' b111t;r !IS r ocnr rls mun;t l ons t" t hOSA rlelive:'c•1 t':) H!l 

.. , ., nor1 onward und er• contl"Prts wM tc~ wo ilnt"'l"'t1, '1efore t~l,., CO'""l :l 
· •,, for<'a oi' t !"to Lend - L'li\Sfl Act , Pnrl t h•1s r'! l levc us ~o ~ 10 

"'t1,.... t" of t he f tll l cost o f the so rsunit!.ons as t~1~"· O.l'"l r1 el~VOP"''' . 
• v wnul c r ive 11:1 1nvol nohl e 'v!l 'l an' ennhle us to f"C() n ·r 

,_'>I"ll) r'Jfi"1ctllt.1es nr !,l.n,: f r oM· the ;lr olonced stre!~ nM "'' r 
..,.l".O:""S ., t1:1r! GC"'C!ltunte\! PS the:- now tl!''l h; t:~ ? l"'~..:e 
~ ""l o':'l !; our !lr o s,oct1ve r.,ce1,ts rr".., t1 ..... an.:; !'" "!r . 

./o 0 ... OUt• 5 '~• YIOUlc! S.SJ- rnr "':0 "'ll!i "-,')r.t for Ptr• 
· :~o"'S :>r orl• -...,, in the ·. t.., ' t!:lh ~, .,~r" (;x;.lnti 'n- Ca~t~<!~! ) 
• n.1· ":. '-:;,. __ & J"" I!Io 0 '/')~tunl l.,. e.,:>lo·,~d·~·· t')1U" S~ l .. cs , .... :!1 · .. ~ 1 .,:)~'- .. "'"" , 

• • t or :;· 11 • nn . " · .. · · 
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HMJr: 

Mr. Marvin 
Mcintyre: 

HMJr: 

Me: 

HMJr: 

Me: 

HMJr: 

Me: 

HMJr: 

Me: 

HI4J r : 

Me: 

HMJr: 

Me: 

HMJr: 

Me: 

HMJr: 

Halle. 

Hello. Henry. 

Yea. 

January 27, 19112 
ll: 55 a. m. 
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There was a little obap in here this morning 
named Gryzmiah - G-r-y- z-m-i-a-h - rrom 
Boston, and he 's in charge or your detenae 
drive up i n Bost on. 

Yes . 

He's a friend ot Jimmie Roosevelt's ia the 
only reason I'm bothering you and bot hering 
myaelt about him. He'e very anxious to meet 
you , and I told h1m he ought to Just call 
your secretary and ask t or an appointment. 

Why sure , that' s eaay enough. 

All right. 

Sure. 

And Jimmie tried once before when you were 
out ot town. 

Oh. 

I think the little fellow 1a a pretty good 
sort. 

Well, tell h1m t o dr op around about a quarter 
ot three. I'll be glad t o aee h1m. 

Thank you, Henry. All he wants 1s a glad 
hand. 

Well , that's cheap. 

And he ' s a real driver, I think, 1n that 
eort ot work. 

Tell h1m a quarter or three. 
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No: 'lee, •11'. 
HMJr: 'ftlaiiJt fOil. 

Mo: 'ftlaiiJt 1011' .. DJ'7. 

0 
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HMJr: Hello. 

Operator: ~!r. McReynolds. 

HMJr: Hello , Mac. 

'i1111am H. 

January 27, 1942 
12:16 p. m. 
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McReynolds: Three o'clock seems to be the dete on Thursday. 

HMJr: When? 

Me: Three. 

HMJr: Three? 

Me: Yeah. Everybody's committed. Xnox won't be 
back until Thursday morni ng • .•.. 

HY.Jr: Yeah. 

lie: •.... eo they said they were afrai d they couldn 1 t 
get him around before t hree. But I made a 
definite date t or three. 

HMJr: And • •... 

Me: Patterson's coming tor Sti mson. 

HMJr: ll'ho? 

Me: Patterson. 

HMJr: That ' s all right. Now, do you want to come 

Mo: 

HMJr: 

Me: 

RMJr: 

Jo!c : 

. over a 11 t tle bit before? 

I ' ll come over any time you have time to talk. 

Well, why not - is fifteen minutes before enough? 

I should think so, maybe. 

Well, I could listen; I got nothing to eay. 

Well, I'll have some other stuff that I'd like 
to talk to you about that affects this; and -
if I can get in there at a quarter o f three. 
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Klf.Jr: 

Me: 

IIMJr: 

Me: 

HMJr: 

l(o: 

Klf.Jr: 

Y.c: 
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Yo~ oan get in there ae the olook etr1kee 
a q~arter of three. 

I '11 be there. 

What? 

I ' ll be there. 

And the othere will be here. 

They'll be her e at three. 

Thank yo~. 

They've promised- all or them. 

Thank yo~. 

Righto. 

53 
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Gerard 
Swope: 

RMJr: 

6: 

I!HJ'r: 

6: 

HMJr: 

6: 

HMJr: 

6: 

HMJr : 

lee. 

Tbia ia Horgentbau. 

Yee. 
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Januar7 27, 1942 
12:27 P· •· 

I think, Juet to lean oYer baokwarda, it 
JOU wouldn 't .tnd calling up Donald Neleon 
and telling h1• or thie new request we'Te 
bad rrom purchasing, and we want to be eure 
1t 1 e all right wi th him. 

OertainlJ, I'll be glad to do it. 

I think 1t 1 e Juet an extra precaution. He 
&87 not know an,th1ng •ore about 1t than I 
c11d when I got up th1a aornlng. 

True. Well, it'e been under c11ecuee1on, 
Hr. Beoretar7; but I'll be glad to talk to 
hi.ll. 

Well, I Juet think 1t 1e an extra precaution. 

Very good, I'll do it. 

Tbanlt JOU. 

• 
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HMJr: 

John J. 
McCloy: 

RMJr: 

Me: 

HMJr: 

Me: 

HMJr: 

Me: 

HMJr: 

Me: 

HMJr: 

Me: 

HMJr: 

Me: 

HMJr : 

Me: 

HMJr: 

Me: 

Hello. 

Mr . Secretary. 

In per son. 

Row a re ;you? 

Alive - Juet barely. 

Januar y 27, 1942 
2:18 p. m. 
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You couldn ' t see me it I oame over there tor 
a minute, could ;you? 

Alwa;ye. When. 

I'll - well, I'll come right over. 

Well •.•.. 

Or any time ;you say. 

Give me - what would you be doi ng a t quar t er ot 
three? 

Well, I oan be in ;your offlee at quar ter of 
three. 

I'll be there with roeee. 

All right. Thar.k ;you very muoh. 

Quarter of three. 

Quarter of three i n ;your oftlce. 

Yea. 

Much obliged. 
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Mr. Wdt 
D1lne7 1 

HMJr: 

D: 

HMJr: 

D: 

IIMJr: 

D: 

IIMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

BMJr: 

D: 

HMJr: 

D: 

!DIJr: 

D: 

IIMJr: 

Bello, Mr. Moraentbau. 

Ie tb1e Walt Diene7t 

Yee. 
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rine. Well, all I oan 1a7 ie, I'Ye eeen in 
tbe laet twent7-tour boure 7our Donald ~~ok 
pioture three tiaee •.•.• 

Ub bub. 

•... . and eaob tt.e I like i t better. 

Ie that eo? 

I'a orazy about it. 

Well, that aatee us Yer y happy. 

I ' a crazy about it. And eYerybod7 that'• eeen 
it tb1nke it ' • magnitioent. 

Well,gee, tbat 1e swell. 

It ' • eYen better than I could bave boped t or. 

Well, gee , we're glad to bear that. 

I baYen't got &nJtb1ng- no oriticiea - and onl7 
pra1ee. 

Well , tbanke. 

And I tb1nk it 1 e going to do ue a lot ot good. 

Well, ea7, we're working on thoee ideas with 
Wal17 Deuel. 

Are JOU? 

And I'm ooming back there - I'll get i n Washington 
the tb1rd •••• • 
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• • • • • and I'a br1ng1og Grant w1th ae, and I 
thought 1t we oou.l d baYe another one ot thoae 
aoocaa1n 11111one w1 t;b ynu • •••• 

R1gbt. 

• •••• that- ao that we oollld • •• .. 

Ob, I': look1ng ro~~~d t o 1t, and I baYe all 
tbe t 1me that you haYe. 

Well, we'll be there tbe th1rd and any t1ae 
arter that that you oollld get the t1ae. 

How sany days w1ll you be bar e? 

Well , I '11 be there un t1l Tbureday nlgbt. Then 
I baYe to go to New York. 

Well, now Juet a a1nute. Juet a minute, we'll 
t1x 1t r1gbt nov. Tbe t h1rd, that 1 e Tlleaday, 
1en't lt? 

No, I'll get 1n on Monday. 

On Monday. 

Monday, the aeoond, then. 

Monday, the eeoond. Let ae Juet th1nk a a1nute. 
Mondey, the second. Well, do you aean you want 
to bring 1n the story th1ng, tbe way you d1d 
bet ore? 

Well , I haYen't 1t that t ar. We Just bAYe- 1t'• 
been aucb a b1g 1dea that wa!J~ been eearotung 
to get Yar1oue alanta on 1t. 

Yea. 

And th1e Wally Deuel has really t1t 1nto that 
ewell. He knows h1 e Germany. 

He does. 

And we'•e got eeveral ways t o present 1t, and 1t'e 
Juet sketches and th1nge 11ke that. We aore or 
leee haYe to Juet - aort ot a Jam eeea1on 1a what 
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• . •• • and I'm bringing Grant with me, and I 
thought 1t we could have anot her one ot those 
moccasin seoo1cns ~lth you •.••• 

Rlght. 

• •••• that - eo that we could ••... 

;;; •• r=ao :i.uult1u~ torvara to l.t , ana l have all 
the time t hat you have. 

Well, we' ll be there the t hird and any time 
after t ha t that you could ge t the time. 

How many days will you be here? 

Well , I'll be there until Thursday night. Then 
I have t o go to New York. 

Well , now Just a minute. Just a minute, we'll 
t1x it right now. The third, that's Tuesday, 
len ' t i t? 

No, I'll get 1n on Monday. 

On Monday. 

Monday, the second, then. 

Monday, t he eecond. Let me Just think a minute. 
Monday, the second. Well , do you mean you want 
t o brlng in the stor y thing, the way you di d 
before? 

Well, I haven' t 1t tha t t ar. We Just have - 1t' e 
been such a big idea that we've been searchi ng 
to get varloue slants on 1t. 

Yea. 

And thi s Wally Deuel has really fit into t ha t 
swell. He knows hl e Ger many. 

He does. 

And we've got several ways t o present 1t, and it's 
Just sketches and things like that. We mo r e or 
lees have t o Just - sort ot a Jam session l e what 
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D: 

R)IJyo : 
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IIMJr: 

D: 

III!Jr : 
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IIMJr : 
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IIMJr: 

D: 
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we'd b&Ye to hold. 

Well, let'• say ten o'olook un TueedaJ, 
rebi'U&I'J J. 

!en o' olook. 

Yee. 

Ob huh. In Jour ottioe. 

Yeah. Ia that all r1ghtt 
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That'• tine, uh huh. And it will be Mr. Grant 
and .,.aelt. 

Juat Mr. Grant and 7our .. u. 
Ob huh. 

What are 70u doing With Wall7 Deuelt 

Well, he waa going to eta7 here and carr7 on 
with eome other thoughte. 

Good. Well, we'll keep it down then to that, 
and I'll aee more or JOU while 7ou're here; 
but we'll haYe that aeaa1on in the morning. 

Well, that will be ten o'olook Tue1da7. 

Right. 

All right. 

And JOU think 7ou're going to haYe something? 

Well, 7ea, there'e plentJ or idaae to d1ecuee. 

Good. 

And rroa that, I aean, JOU aight rind the angl e 
7ou 1d went to ~e. 

Now, one thing while l'Ye got JOU. BaYe •1 
people talked to JOU about aeleoting out or 
the Donald Duok pioture an7 poetere tor our­
aelYeat 
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I thlnk a poeter baa been made •••.• 

•.••• to run in the theatree. 

I see, but - vall , I haven't eeen it. 

I tell 7ou, time entered into this thing and 
dropped a lot of things that might have come 
out of it. 

I see. 

The nev e br ea,ks and things are about all we 
can get. 

I eee. 

Maga~ine breaks were hard to get, because eo 
much time is necessary. 

Are you satisfied with the method ot distri­
bution? 

From what I understand they're going to ge t 
very good distribution. 

Good. 

I tell JOU, it was a wise idea having Buffi ngton 
come out here. 

Vas be helpful? 

Ob, 7ee. He speeded it up there. I mean, it 
vee Just the pr estige of the Treas~ry which 
helped to speed that up. 

Oh, good. 

And I think he got it out about a week earlier. 

Oh, reall,:? 

And he really worked. 

So he told me. 
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Well, he e~e on tb1qe. 

Yee, ile doee. 

lJh buh. 

All right. Well , I'll look torward to eeeinR 
70u tbe~ ~~ t~· th1rd. 

On Tueeda7, at ten o'clock. 

'1'ba t • • ri&bt. 

All right. '!'bank 70\l tor oall1n&. 

Tbank JOU. 
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HMJr: 

Operator: 

HMJr: 

Averell 
Harriman: 

HMJr : 

H: 

HMJr : 

H: 

RMJr: 

H: 

IIMJr: 

H: 

I!MJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

Rallo. 

Averell RarriNAD. 

Rallo. 

Bello. Henry. 

Bow are yout 

oo - Mr. :n-1 te 
Mr. oell 

January 27, 1942 
3:17p.m. 

I'm tine. I 'm ott tomorrow morning. 

Ob, really? 

I wae laid up a little bit and eo I didn't 
get down. 

Ob, well, I ' m diSaPPointed. Where are youT 
In New York now? 

No, no, I'm here. I'm here in Washington. 
I'm just trying to close things up. 

I eee. 

It I may have a minute on the phone •.... 

You can have as many m1nutee ae you want. 

All right. The subject or l-end-Lease in 
ravsrae baa Just coma to a head. 

Yeah. McCloy Just lett this ottioe on that. 

Oh, you have. Good. Well, I talked to Jack 
thie morning about it •.•.. 

Yea. 

• •••. and he aaid he'd taka it up With you. 
I don 1 t know how your IR1nd functions on it, 
or whether there'• anythi~ you want me t o 
do on it in London. Thera • eome ot the 
physical and I'll be involved in. 
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Well , the poi nt i s t hie. It 1a r eally i n an 
awt'ul meu. 

And what I ' ve told him ia ia to write me a 
t or aal aemorandum. 

Yean. 
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Beoauae the English Treasury juat tiled a 
memorandum wi tb me l ast night about wanting 
t o have us buy up t he etutt - the or de r s they 
placed here prior to Maroh 11. I think you 
ought to have that. I think you ought to have 
a . oopy ot that. 

Yeah, I ' d like very muoh t o have it. 

Where oould I send it tot 

I'm in Room 1260 in the federal Reeerve. 

Room 1260 at the Federal Reserve. 

Yes. 

How long will you be there? 

Oh, I'll be here tor - I'm not leaving until 
about e1x. 

I'll get it over to you. I r eall y t~n~ you 
ought to have that. 

Yeah. 

And then I told McCloy to let me know what they 
want , and then, you eee, we arr ange tor tbe 
aoney tor the Army 1n all or these outposts • • ••• 

Yeah • 

••.•• and I told them that I ' d be very glad to 
t r y to tie 1t up at this end; eo 1t you get 
anything when you get over there •..•. 

Well, there's the phye1oal question ot - there'll 
be an awt ul lot ot etutt. 
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Well, now •.••• 

Boaewbat between the aerv1oee and there ' ll be 
eoaewbat between the K1n1atrJ ot 8uppl1ee, ao 
the ~e1oal. end I 1a probabl:r golng to get into. 

lfell, I ••••• 

Bow it 1 e t o be accounted tor and wbo ia to 
eventuall:r p&J the bill - I want to sta:r out 
ot that, because I haven't been in on that, 
unless there's something you want me to do 
about i t, but •••. • 

Well, there may be, beoauee another th1ng that 
I only learned trom Ed Stett1n1ue th1s morni ng 
ie that Dean Acheson le drawing up aometh1ng 
wi th the Engl1eh nov. I never heard about lt 
and KcOlo:r never heard about 1 t. 

No. And then I understand the War Department 
reall;r have made no phye1cal arrangement• yet 
in connection with acme ot these dominions and 
thoee colonies and eo torth where there may be •.•.• 

Well, I .tall you what I ..... 

•••• • troope. I am interested very much in 
seeing that shippi ng is eaved b:r our acquiring 
ae auch locall:r a e poaai ble, and those arrange­
aenta haven't been made :ret at all. 

Well •• ••• 

I gueae Jack told you, didn't he? 

Yeah. 

Wbatf 

Yeah. Be told me the whole thing. I tall :rou 
what we'll do. I'll keep you posted as we go 
along. 

Will ;rou? Now Lew ls going to work with me, 
:rou know. 

So I esw. 
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And Lew'a going to ata7 here tor about three 
weeki and then oose on oYer. 

Yeah. 

So would 1 t be oltaJ tor •• to get Lew to oon­
taot JOUt 

Yea. 

And JOU oan educate his &tlU. then he can - and 
1n the meantime, it 70u would le t me know. 

Yea. And I'll eend ycu tble over, which ie the 
laet word we've had tros the British Treaeur,; 
but it'e an awt'ul meee. 

Yeah. The i•portant thing tros mJ angle 11 
to get the •achineey going eo that ve can 
acquire looall7 etutt wbloh ve have •ade no 
pro•iaion t or at all. 

Well, euppoaing we leave 1t - Lev' a here. AI 
long as he's here, I'll keep him posted. 

Fine. 

Either Bell or I v11l. 

Yeah. 

And then it'e up to hi• to get 1t to JOU. Hov'a 
tbatt 

Yeah. Okay. 

How'e that ? 

'l'hat 'a tine. And it there's an7thing you want 
•• to do, J OU can have him eend me a cable on 
1t. 

Right. 

The ah1pp1ng 1a going to be eo tight that anJ­
thing we oan at~p trom being moved ia going to 
be a great contribution. 
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Stopped from being moved? 

Well, I mean anything that ve oan coneerYe 
in the vay ot ehipping apace. 

Well, nov ••••• 

B7 uting on the 10ro:.wd "'""et h.ing that is 
alread)' there or cloeer by. 
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Well, there' e another th.i~ vhioh I brought 
up in Cabinet. I think it e terrible ., put 
the preeeure on the b\lying agencies, like the 
Treasury Procurement, and then to havs thie 
stutt pile up on the cars in Boston and Nev 
York. 

Yeah. 

Nov, it'• not doing anybody any good, and 
they're reaching the peak in New York Harbor 
ot vhat they can handle. Ae a railroad man, 
you know vhat I'm talking about. And I raised 
the question, vhy place the ordere and put 
the stutt on the care unless we know that 
we're going to be able to move it vith.in a 
reasonable time. 

Ot course, I th.ink we'll have to place ths 
order s; and then vhen the bottleneck comes, 
cure it, but • • ••• 

Well, the bottleneck 1• right on us nov. 

Yeah. 

I mean, you .aek your railroad friends hov many 
care there a.re in New York ••.•• 

Well, vbat you're saying ie the visible proof 
to you that sb.ipping i e the overall bottleneck, 
and therefore 1t 1 e got to be conserved ••.•. 

Oh I'm - it you can buy anyth.ing in Australia, 
itle all to ' the good. 

Well, no arrangements - as I guess Lev - as Jaok 
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told you, no arrangement• haYe been sade t o 
any great degree yet. 

No. 

And I ' m not at all eure that it oughtn't to 
go Yery tar in all kinda ot vaya. 

I told him he'd baYe my ay•patbetio help. 

Yeah. That's tine, Henry. I wanted to mention 
it to you and get your interest in it and get 
your driYe baok ot it, beoause no one- tbie 
bas been everybody '• bue1neae, you know, this 
stutt ve'Ye been shipping, and nobody bas really •.... 

Well, nov don't expect too much, because all 
that the War Department are aaking me ia bow 
to handle the dollar end. 

1'ba t' a right. 

I mean • •.•. 

But you oan make 1t easy tor them and then ••... 

Oh, yea. 

•••.. that won't be held uo as a reason tor not 
doing it. 

Yea. 

Well, then, Henry, I'll be back shortly and 
let me know it there's anything I oan do. 

1hanlt you eo muoh. 

Fine. Thank you. 

Bon voyage. 

Gopd-bye. 
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Y; . ~~~~~thAu tndAl in1tructed Kiss Chauncey 
~ send copies ot t his correspondence to ~ 

Averill Rarriaan. 

Yr. Korgenthau also let Mr. KoClo1 read this 
correspondence toda1. 
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J anuc.ry 27, 1942 

L~ dea r Mr . Presi dent : 

I received the enclosed memorundum 

t'rom the Bri tish .~Ja"otsc~dor . You 1.!11 note 

t~t be eskcd ~e to s ubuit it to tou . 

I 1.oul c ·'- prcciate your • dvisin.; e 

t s to ho1 you >- ou l d like oe to roceed . 

You rs sincerely , 

( ;,O!J) h . -.V!.v.lc..'<L.U , J: .• 

Tl:e r reoident , 

The l':nite House . 

Co;>i es to: uecret &...rf of .,t .. te 
Secreta ry of 1 .. r 
Secret ory ot' tho Ne~/ 
Hon . Barrt l;o;l.ins 
Mr. E. R. Stettinius , Jr . 
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IRITIIN UIIAI IY, 

WAININQTON , D. O. 

26th January, 1942. 

:lear Hr. Seeretar:r, 

I aend you herewith a messoce I have just 

received by telegram from the Chano~llor or the 

Exchequer for yourself . 

I think the message is self-explanatory, and 

l run sure I need not e~phas1se t he im,ortance t hat His 

~'ajesty 's Government attaches t o t e - a ttl>r. 

Believe me, 

Yours very sincerely, 

!on. Henry :.:oreenthau, 
Secretar:- to the Treasur y . 
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FOLLOW TNQ FOR T'fB SECRETARY OF THE TREASURY FRO!! 
T=tE CttAVCELLOR OF 'I"ft E ;c '!Q,!:R 

25th Jnnunr:·, 1942. 

"It seems to ,e 11kcl:• thnt sur;;estions Ma:• presontly 
be Made that ·a ttentiOn ShOUld be eivon tO t•le question Whether 
tho J>artnership into which our two countries '>ave entet•ed calls 
fol' sone CO'll):>rohensJ ve financial arrnn'!O"lent betw~on the Uni ted 

J~ates and the Unitod Kine~on, pernllol t o the acree~ents on 
l'ltlnltions, shi;>):>in'" and raw materials . It coul d well be arcued 
that such an arr"ntOMent , if it could be dev.!.sed, would foM a 
nAtural sequel to these a:ree'"lents and woultl nark e 1'urther 
1M~ortet1t ste):> in the 'rocess o~ ):>Uttinr our joL~t resources to 
t'eir best possible use for th~ pr osecution of the war . ~tis 
is a metter which of course rais~s wide rund diffi cult 13SUes , 
o which we have not ye t fol"'led en:· final views . 

? . In the meant11'!!e I woul <l ask :•ot> to consider and , 
lf :·ou see fit , t o s ubmit to the Pres11.1'Jnt t 11e fo l low1n:: proposal 
w'lich I put forwArd because I am anxious - as I f eel sure you 
nrA that nothing should ;>revent us both from concentratine 
out' 1·/'~ole en&rr;ios upon the irlr'ed!a~~ act iva !lrosecutiO•l of tho 
"'A.r . 

:' . vo•t ~<lr ot>d!' lend- lease t" us -unit ions {as W?l 1 AS 
!oo' an-' -,,,., olso)contractoo for s1nco tho, Lend- ::.easo Act ca~e 
into o'leratlon. II~ would ask .. ou nlso to exteM - our f1nenc1al 
res:>ons ib111t: as ro,.~rl\ s munltions to thos'l oeliverotl to us 
fro~ now onward uncler contr~<rts which wn 'll'teot! before thn co1'11nc; 
'nto for ce of tho Lond- L'Jase Act , (lnd thns relieve us to the 
extent of the f ull cost of those ntm1t1ons as they lll'e rlolivorotl . 
"his woul d t ive us invaluable help an' enable us to f aco Ol'r 
cenoral difficulties nr1s1nr; frOlll t he pr olonced strain on onr 
resources , and nc~o!'ltuflted a s the: now ar? b; t he l arce 
reduction 1!1 our pros,ect1ve recei;>ts fr"'"' tl!'l et1<l ru l)her. 

4 . .le o-: our aida would as~ for no pa:-:-tent for Pn:' 
~•n1t 1ons ~roduc~d ln the 'rlt1sh ~'lire {exclud1n- Can~<da) 
w·,et'ler the- aro evontuall ~ eMolo••ed· b .. ourselves, -l'n' ted St~<t?s , Ru::s.!.R , or c:, lna. " .. .. . ~ 
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Hello. 

Bello, M.r. Secretary. 

Talking. 

How are you? 

January 27, 1942 
3:25p.m. 

Oh, alive and ki cking as usual. 

You had a nioe vacation, I hope. 

Where? 

(Laughs) Weren't you away tor a couple ot 
weeks. 

Oh, )'eah. For a couple ot years. 

(Laugh a l I was talking with Jack McCloy and 
Bob Patterson yesterday, and Jack called me 
and told me he'd talked with you about the 
space thing. 

Yeah. 

I think Jack was a little contused about 1t -
what the situation really is. Bert Reynolds 
was going to move his Public Buildings out ot 
the Procurement building into this temporary 
building on Constitution Avenue in order to 
give you apace over there tor Procurement. 

Yeah, that's right. 

Now, the situati on 18 that the Ar~ ie in 
deeperate etraite. I can't over-exaggerate 
1t. They've got an Air Cor ps situation where 
they oan' t even handle their oornmun1eatione 
properly. 

Yeah. 

?1 

And w1th the s1tuat1on we're 1n, 1t just can't 
be tolerated. 
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Yeah. 

!beJ aee4 ea.. apaoe t..ed1atel7, and I told 
tbe War DeP&I'1aeat laet ftlpt tbat tbe oft17 
_, tbe7 OOuld Set 1t 188edlate1J -· \bat tbere 
•• a t•IIJIOI'U'7 bulldlq, vblob, lf •• aoul4 ._1., Bert Re7ftol~~· - -:• :.-.? ebo~<t ~:-t1 d&Ja, 
we allbt be able to work 1t out. It'• entlrel7 
1D Jour baftda. 

Well, nov, lonk. I aa not en courant on tbla 
tblns, •••' Noraan Tboapaon 11. 

Yeab. 

And be' • han411ns 1 t for ae. 

Yeab. 

Nov, would 70u alnd 1f I ev1tohld 7ou oYer onto 
blat 

Not a b1t. Not a b1t. Jaok thought 70u were 
YIJ'7 17apathet1o v1th thea about 1t, and 1t 
need1 to be worked out •••. • 

I ealled on b111, but I 41dn 1 t prolllee h1ll &Jl1th1ng. 

(Laustal) Re 414n' t 1&7 70u 414. 

I 41dn1 t know &Jlftblng. 

Yeab, he dldn 1 t ea7 7ou prollleed bla a tblng. 

No, be talked about T and U.and I oalled Nor .. n 
on 1t aftd be 41dn 1 t know a th1ng about 1t. 

Well, when Jaok talked v1th ae I thoustat be had 
Dilled JOU about T and U. Thoee were not to 
so to the !reaeurt. 

Well, 1f 70u don't aind, old aan, let ae IV1toh 
70u oYer to Noraan Thoaploft, 1f tou'll ata7 on, 
aftd 70u oan tell bla the 1tort and I'll talk 
to bla later, bov'e that? 

!bat'• floe. I tblnk 1t hal to be aettled 
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oretty much today, baoauaa Public Buildings 
i s sohedulad to start moving tomorrow. 

Ot course, the only thing ie, you eee, thle 
t hing that we ' r e moving ia t o gi ve ue apace 
to buy tor Lend-Lease. 

Yeah. 

And we made this big tight and we're on top 
ot each other, and wa need the room to do the 
Lend-Leaea buying. ThB t' e what we need it tor. 
Now, it's just whi ch oomea tlret , the chicken 
or the egg . 

Yeah. Well, I f eel that in this situation 
that we have to recogni~e the combat arm lt 
it' s at all possible. 

Yeah. 

Because I've gone through that Air Corpe 
situation, and it is God-awful. It'e no 
wonder Roberts has to write the kind ot a 
r eport he does , because those f ellows can't 
do business. 

Yeah. ,.,ell, ae I eey , t ha t's what we've been 
wanting it tor; but let me switch you t o 
Norman a nd I'll tell you - you etay on - and 
I'll tel l Norcan I'll talk t o him later. 

All right. 

Do you know him? 

Yeah. 

Jus t a moment. 

All right. 

J us t a minute . 

Operator. 

Would you put Norman Thompson on t hie 
I just want to say s omething to him. 
J~ r. Wayne Coy on . 

wire? 
And keep 
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Yea. Just a moment. 

Are you at1ll on? 

Yeah. 

All right. 

Yeah, I'm waiting. What do you thlnk ot 
Neleon'e appointment? 

Good. Good. 

Go ahead. 

Hello. 

Norman. 

Yes, air. 

74 

Mr. Wayne Coy is on this wire. He's calling 
me up on the move on the temporary bu1ld1n~, 
and I asked hlm to talk to you because you ve 
got the details and I haven't. 

Yea. 

And a little later on, after you have 1t, I'll 
eee you. 

Yea. 

Now, he's on the wire now. 

Yea, air. 

Please. 

Hello, Mr. Thompson. 

Hello, Mr. Coy. 
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January 27, 1942 
):)5 p.m. 

What's th1e they're trying to pull on ue? 

Here's the &tOrT. I 1 Te finally gotten the 
whole thing. Y~u know, we'Te been trTing 
to get nC7DOlda out nf th~ Dro~u~e=ent 
1>1 Tlaion building •••.• 

Yeah. 

?5 

• •••• and he vas all prepared to atart moving 
tomorrow or the next day into Building T, 
a temporary bui lding. 

Yeah. 

Nov the proposal is instead or moving Reynolds, 
that he etay where he ia in the Procurement 
building tor another thirty daye. 

Yeah. 

And in the meantime, the War Department would 
use Buildi ng T and then they would move out 
to the Longfellow Building up on Connecticut 
ATenue when the Rural Electrification move out 
ot Washington. 

When the what? 

When they move out ot Washington, within the 
next thirty days. 

Yeah. 

Now, the only question tor ua to decide ia whether 
we can wait another thirty days tor Reynolds to 
move out or Procurement. I tried to get Mack t o 
aee how eerious it would be with him, and he 's 
before the Appr opriation• Commi ttee. I think 
he '11 be baolt in another halt hour. 

Well, I think we'd better wait until we talk to 
Mack about it. 

I think eo, but I think perhaps the Army need 1e 
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auoh that va probabl7 ahould go along vi th 
thea. 

76 

Yeah. Well , 1ou talk v1tb~ok and I ' ll talk 
to 10u betore I go hoae. 

All right, e1r. 

111111 you pleaae? 

Yea. All right . 

Thank you. 
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January 27, 1942 
4:20 p ••• 

Oh, tbla "Black Hole ot Calcutta• buelneee, 
JOU meant 

Yeah. Where are all theee tellowe? 

In the Munltlone Bu11~ng. 

Where 1B tbatt 

The bulldlng that I 1 m l n. 

Well, euppoelng I oame o•er and 70u showed 1t 
to me? 

Sure, I'll be •er, glad to. 

What door do I go tot 

Why 10u come t o the t ront door. 

I ' ll be there ln tl•e mlnutee. 

All right. Okay. 

And you show lt to me. 

I'll show you Just what we'•• got. 

But don't rueh a lot ot men in there. 

(Laughs) Ho, I won't. 

That'• been done, too, 70u know. 

Yea, I know. I promise. I promise. 

All rlgbt. 

Thank you. 
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Hello. 

Bello. 

. - ., ·~· 

Yes, Mr. Secretary. 

Henry Morgenthau. 

You're a great fellow. 

Have you already heard? 

January 27, 19~2 
5:21 p.m. 

Yea, I Just talked to McCloy. 

(Laughs) 

I t old him that there was only one guy like 
you i n town. 

I see. Well , I want a little promise now 
from you. 

All right. 

78 

And when the next move comes , don ' t flash the 
Navy on me now. 

No, I tell you what we're doing tor the Navy. 

Yeah. 

We're building a temporary building 1n the 
Ell1pee. 

Yea. Well , Just let us come next. 

Yeah. Well , you are very definitely. Aa a 
matter o f tact you get speoe in the Procurement 
building; and when the Immigration and Naturel-
1zation Service moves complete someti me in the 
next couple of weeks, you get a lot more space 
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in the U Street area where you nov are with 
eome or your divisions. 

I aee. 

Well, I thought I'd go over . We are at war 
and I recognize it, and I wanted to aee 1t With 
•1 o~To eyei; and I vaa ahooked to aee the 
Generale and the Colonele under the oond1 t1one 
which they work. 

Isn't that a t errible t hing? 

It ' a &hooking. 

It i e. It'e Juet God-avtul. 

I know, and ••••• 

People can't imagine it. 

Well, I wanted to 
only one anever. 
will you? 

I will , eure. 

Thank you. 

'ftlank )'OU a lot. 

Good-bye. 

aee it and I have , and ther e ' • 
But eee that ve get the next , 
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Hello. 

Mr. Maok. 

Hello. Cl1tt 

Yea, air. 

Januar:y 27 , 1942 
5:40 p ••• 

Cllt, have you heard about what I've done on 
Procuremen t? The bu1ld1ng? 

on the apace? 

Yea. 

Yea , I haTe. 

80 

Well , I went over to the Army - War Department -
mysel f , and the a1tuat1on or the General Sterr 
over there 1s somet hing unbelievable. 

Yea, indeed. 

And I tlgure, we are at war, and they should 
come t1ret. 

Absolutel:y. 

And Reynolds hae pr omised me talthtully to take 
care o' ue on the tltth ot March. 

Yea. 

And the War Department has promised not t o aak 
tor anything more. 

Very good. And I Jus t now talked t o Reynolds 
and I t old blm how crit ical our situation 1s, 
and be ' e going to sbltt around h l e people and 
eake eoee r oom tor new people we'Te got coming 
l n. 

I see. 

And we're going to try to hold our shipments and 
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one t hing and another and warehouee to take 
oare ot them. 

81. 

I eee. Well, I tell you. I went over there ; 
and when the General Statt ot the Arm1 ia -
two Generals in a little cubbyhole and they're 
supposed to be fighting a war, that' s prett1 
t~wgh. 

Well, that's true. That's true, and we'll do 
everything to cooperate on it, because I know. 
1t'a very important. 

And Sti mson's given me his word he'll not ask 
again. 

Well , very good. 

Will you be able to manage? 

Yea, we wil l . We're taking on some peoole, but 
we'll work it out all right. 

Thank you. 

Fine. And thank you. 

All right. 

Yea , sir. 
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~:!lo. 

Mr. Co:r. 

Hello. 

Hello. 

Wa:rne Coy. 

Yea, Mr. Secretary. 

Janua~ 27, 1942 
5:55 p.a. 

I'd like to ask you a queetion ••••• 

Surel:r. 

•••.. and I ' d like an anever straight trom the 
shoulder; or, 1t you· oan 1 t an ever it, forget 
it, see? 

All right. 

Leo Crowley was over here t oday, and he told 
me that t he President had it in mlnd to take 
Allen Pr operty - rather Freezing Contr ol - t he 
whole thing - out ot the Treasury and put 1t 
1n OEM, and I wondered it you'd heard anything 
about 1 t. 

It has not been d1eouseed v1th me. 

I see. 

The last I beard Mr. Crowley vas working on the 
thing, and I had been hearing or this problem 
ot Freezing Control being involved 1n 1t, but 
neither Cr owley nor the President talked with 
IllS about it. 

82 

And as tar as you're concerned - I mean, you 're 
not working on it. 

Not at all . The Pr esident was asked a t h1e pr es• 
conference about 1t today, and he sai d that it 

• 
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would probably be a wsak or two weeks, maybe 
three weeks, bet ore anything wae going to be 
done. 

Yeah. Well ••.•• 

That wae the t1ret I'd heard him mention the thing. 

Yeah. 

The only way I kn~w that Leo wae doing anything 
wae that he oalled me one day and wa.nted to 
h1re a tallow the t' a working tor me to help 
h1m on eome aooounting work he had to do. 

Yeah. 

I 1 d hired Eric Kohler ot the TVA t o handle tu 
amorti~at1on . 

Yeah. 

And the t was my only intorma tion about the Allen 
Property Custodian's Job. 

Well, would you do me this courtesy; it there ia 
a mo vement on t oot to have it go that way, we'd 
like to have our day in oourt. 

Yeah. Have you talked to Harold Smith about it? 

No. 

It there's being an order dr afted , it would be 

in there. 

I see. 

And if they were working on lt, however, I'm sure 

they would have asked me about it. 

Well , I - no, I haven't talked to Harold Smith 
about it for about three weeks. 

Yeah. I'll i nqu.ire. I'm going into t he Budget 
right now, and I'll i nquire about it and call 
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JOU 1n the •omtna. 

HMJr: Would JOU do \batt 

0: Yu. 

HMJr: ThanJt JOU 80 much. 

0: Att right. 
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Seoretary llorgenthau 

Colonel Saith 
(Via }(ra. KcHugh) 

85 

11/r 

You have been interested in the results of 
American planes as opposed to German or Japanese . The fol­
lowing have been seleoted from reports received today: 

1. Air action over Rangoon January 23rd -
13 Japanese fighters and 4 bombers were destroyed. 
illied loss - 1 pilot killed; 3 planes destroyed. 

2. Action January 24th - 6 Japanese fighters 
out of 55 and 7 bombers out of 7 destroyed, without 
loss to the Allies. 

3. Action over Luzon yesterday .- General 
YacArthur oo .. ents, "In a fight between three 
hostile dive bombers and two of our P-40s, two 
of the Japanese planes were destro1ed and the 
other disabled. A minor but significant action. • 
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J&nuary 27, 1942. 

mtORANDUM 

TO: Secret ary Morgenthau 
FROM: Mr. Gaston 

Byron Price called me this morning in response to 
~ telephone call of yesterday. 

He said: ~e were guilty• and admitted that the 
New York censor stopped transmission of press dispatches 
dealing with your press conference remarks of last 
Thursday on the subject of stabilization of currencies 
of the American Republica and the possible use of a trade 
dollar. He said the New York censor did this without 
consulting anyone higher in authority. His ground for 
this action was that the State Department was •very nervous • 
about anything that might disturb the proceedings at Rio 
and had asked the censor not to permit the t ransmission of 
speculative stories likely to cause difficulties at the 
conference. 

I explained to Price that you had been in close 
touch with Sumner Welles at Rio and as the member of the 
Cabinet directly concerned with monetary policy you might 
be expected to know what you were talking about. I added 
that we were amazed that the censor ahourd undertake to 
suppress your statements without consultation with us. 

Price said he realized that it was a great blunder 
and that it could only be explained as one of those things 
likely t o happen while they were in the process of organi­
zation. He sai d: "I wish you woul d apologize to the 
Secretary for ·me ·and tell him that I will t ry and do my 
best to prevent &ny such incident occurring again." 

-
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89 
THE COMMITTEE FOR THE CELEBRATION 

OF THE PRESIDENT'S BIRTBDA y 
POl 

Tlu NatUmal Foundatimt for Infaniik Paralysis, Inc. 
10 EAST 42•4 STP.EET • HfW YO RK CITY • WUikAY HILL 2·t010 

1 anuory 211 , 1942 

Your belp and cooperation 1n connection w1 tb the racUo 
dlvl elon or tb• eo...ttte~ ror the Celet r .. tiOL or tbe 
P~eeldent ' e Disoond 1n~1let Blrtbdoy Ia ••ry deepl y 
o~precl& tcd . 

'loe ere m~ty grateful to you tor takin<; the tilllfo !"rom 
your busy day to assi st ua. H means e sr•ot deal to 
us and to th• Figbt Agelnot I nrontU• Parol ysis throut;tt­
out. o\Jr nation. 

I hev• just complete~ o V PT)' hurrl rd tri p across th• 
country in the Interests of th e comp&i&e end """ l!lOst 
tmvr•ssed •li tb th" enthusiasm ahown tor our eempelgn . 
Tbfl entire country ·~oent.s to tak_, t.hfl occt~eion of our 
e reot Presi dent ' s sixti eth bi rthdey to sho"' him ho•· 
solidly th ey are tehind bio In th• tl£ht to Vietor; , 
rot only against our en<ml ea abroad , but aloo e(;e!nst 
·~idmlc diseasc on t te bome r.-ont. 

l.aour1r6 you 8&8lD of our epprrelotlon for your pertl ei­
peti On In the 1'1gbt Against lnfentllr Feralyels, e~d wltb 
oll £00d oneJ:ea, 1 ... 

'l't\e Hot::orobl e Henry Morgontheu, 1r. 
Secretary of 'l'TP.esury 
i'losb l ngton , L. c. 
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TREASURY DKPARTI!EtiT 
Waabl.ngt on 

CRDER 

The Direct~r ~~ ~~cure .. nt Ia hereby author i zed to 
issue bl anket t ax exe~ption cert i tioatea ooYering a l l 
purchaaes made by the Depart a.nt under General Schedule 
of Supplies contraota, i n accordance wi t h Procurement 
Divlaion Circular Letter !lo . 544 of January 16, 1942. 

In carrying out thia aut hori t y t he Direct or of 
Procurement will pr ompt ly not i fy all cer t ifying and 
dl aburaing officer• or t he Department of all blanket 
tax exe~ption certificate• iaJUed by hia under General 
Schedule of Suppliea contracta, and cert l f~ ing and dia­
burai n& offioera upon r eceipt of euoh notice ahall aee 
to it tha t paymenta to t he contractor• concerned are 
made at t ax-exclusive pr icea for artiolea t o which such 
exemption certificate• appl y. 

The heada of Bureaus, Offices, and Diviaiona of ths 
Department, and Chief• of Divisiona, Secretary's Offio s, 
a~all promptly adviae the Di r ector of Procur ement of the 
nLCea and addresse s of all certi fying and diaburaing offlcer a 
who are to be notif i ed of auch exeaption certificate• in 
accordance with the for egoing. 

It shall be t he r eaponaibility of the beada of Bureaus, 
Offi ces, and Dlviaione of t he Depar t:Dent and Chiefs of 
Di visions, Secretar) '• Office, to aee t o it that purchaaea 
made by them or t hei r subordina t es under General Schedule 
of Supplies oontraota are confined to er t lclea for the 
exclusive uae of t he Cnited St ate s, in order that impr oper 
clai ms of exemption f rom t ax may not re ault fro~ t he isau­
ence of exe mpt i on certificate• under thla order. 

l&lCMt) 1, .. ., .. u-1 • I•• 

Secretary of t he Treasury . 

i D:mt 
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TREASURY DEP.lRTilENT 
Wu hington 

.AM ~ 1 1942. • 1942 

am&R 

The Director of Procur::::::e:lt l.a harebv •uthor l ttd to 
i &aue blanket t ax exeoption cert i ficatea ~overing al l 
purchases made by t he DepartJMnt under General Schedule 
of Supplies contraota, i n accordance wi t h Pr ocurement 
Dlviaion Circular Letter !lo . 544 of January 16, 1942. 

In carrying out tbia author ity the Director of 
Procurement will promptly notify all certifying and 
dlsburaing officere of t he Department of all blanket 
t ax exemption certificat e• isiUed by hLa under General 
Schedule of Suppliea contracta, and cert lfJ ing and dia­
bursing off i cera upon r ecei pt of auch notice ahall aee 
to it that payments to t he cont ractor • concerned are 
made at t ax-exclusive prlcea for art iclea to which ouch 
exemption certificate• apply . 

The heada of nureaua, Off ices, and Diviaiona of the 
Departl:leot, and Chi eta of Divi aiooa, Secretary' a Office , 
shall prompt l y adviae t he Di rector of Procurement of the 
namea and addressee of all certi f ying and di abursing officer• 
who are t o be notifi ed of 1uch exempt ion certi f i cates i n 
accordance with the foregoing. 

It shall be t he reepooai bility of t he heada of Bureaus, 
Offices, and Diviaiona of t he Department and Chiefs of 
Divisions, SecretarJ '• Of f ice, to see t o it that purchaaea 
made by them or t heir subordinat es under General Schedule 
of Suppl i es contracts are confined t o articlea for t he 
exclusive uae of t he United States, in order that i mpr oper 
cla ims of exempti on from t ax may not reault from the isau­
ance of exemption certificate• under thia order. 

Secret ary of the Tr eaaury. 

T D:llll 
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UNITED S'l'A!£5 'm?..ASURY l-l:.PI.R'. \ 'Eii1' 93 
Procurement Diviaion 

Waoh1ng'ton 

CIRCULAR L£T'l'ER NO. 544 J:nuary 16, 1942 

TO• Heada or all Depar~menta and Eatabliohmenta 

SUBJECT• El<cise Taxes - Procedure concenting taxes imposed by tho 
Revenue Act of 1941 on articles not previously subj ect to 
tax - General Schedule of Supplies contracts fut· wioloh bide 
were opened prior to October 1, 1941 - Blanket execption 
certificates. 

Part V of the Revenue Act of 1941 (Public Law No . 250, 77th 
Congreaa, approved September 20, 1941) becaae effective on October 1, 
1941, &lid iaposed n ew excise taxes (which t eno, ae used herein, does 
not r efer to 1ncrea.ses under that Act 1n the rates of taxes thereto­
fore 1n effect) on the sale of n~erous article s corresponding with 
articles contracted for un::!er tho General Schedule of Supplies. SUch 
new taxes are , however, subject t o tho sace provisions as regards ex­
emption of sales to the Governuent as ware the manufacturers ' excioe 
t axes theretofore 1n effect. 

Contract Provisions 

Unless otherwise specified in particular contracts and shown 
in issues or the Schedule pertaining thereto, all contracts under the 
General Schedule of Su9plies contai.'l the following paragraph in the 
General Conditions: 

"19. PRICES INCLUSIVE OF TAX . Prices bid heroin 
include any Yedera.l tax heretofore imposed by tho Convess 
which i s a p!)licabla to t he lll&terial on this bid. If &ll'f 
sales t a.x, processing tax, adjust:>ont charge, or other 
taxes or charges are iaposed or changed by tho Congress 
after the date set for t ho oponin!l of t his bid, and lllade 
applicable directly upon t ho product ion , 1118llufacture, or 
sale of tho supplies covered by t his bid, and are paid by 
the contractor on t he articles or supplies herein con­
tracted for, then the pr ices naoed in t his bid will be 
increased or decreased accordingly, and any amount duo 
the contractor as a resul t of such change will be charged 
to the Government and entered on vouchers (or invoices) as 
separate ite~s. • 
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('ftle ...... pro"fiflon 1• oont.dned 1ft ~ph 6 or ~ oood1Uona on the rewuae ot U. S. ~ Fora 11o. J), rwr1.Mct ~~ 17, 19)9.) 

A;"~td hereto 1a • 1 bt. ot tho .. oonfdul .. under t.he CUl'T'«lt Cenoral SohecNJ.e ot &,ppU.ea, ~ auppl"*'t' tM~W. ri\h napect. to wbicb \.be blcU ••n Of*l*l prior to Oet.ob«r 1, 1941. AU prlo.a quot..ed 1n IUCh aoMdu1 .. and aupple=mtt a:n oonaido.-.4 to be uoluahe of t.a:• no• t...xoa ,_.poled by the Rtlncuo .lot. of 1'}41. 
lt. 1a t.h4l opinlon or t.hia DivS.ion Usat. t.ht contract pro.­d.tlon •bovo quot.'d dou not require t.ht Govonutel\t t.o pay under the eont.N-ett nten-ed to in t.t. a '!ptndix aA7 ~t.a 1a addiUoo to t.M prlc.e quo\44 \ht.,..la, oo ae~t. of UM cew ~. 1tl ee.na tlhl:re e~ptlon oert.Ule:r.t.es cov.rin.g Fodord t.axee are lltued to tho oon .. t l"''ct.ora, 1.-M aew W.Xu not. M•lnl ~an •ia.poattct• on aa.lea to U.. CoY~.­MD't. to \M ut•\ that. U. u.p\. chan.et.w ot -..cb .u .. U ..W.bl-i&bed 1n a.coonSan.o. Wit.h the np)A,Uont of t.l';e BurHu or Intern..l Rev91Nt. 

!lagMtt. !aJ ZXec~tlqn C.f\1Cieatft 
The ikii'Mu of Int.oTI'1al Revqnuo haa a.rreed that, in Addit.ion to the method ~lded tor L'l oldatinc regu.l.U.klns, aM ex.e.pt. u ..,...,.._ 1Mt\4r au.Wd, U. will ece.pt. • • ..Ueneo ot \ott ex....,t. eban.cter of salol t.o 41.Cik'ld•• or the 1edcnl eo.omMnt. und.r W cont.rllots referred t.o 1n the &upendix, blankn ex~,pt1on etrt1.f:lcet.ea iltued b)' U:e bud ot MCb de~\. or utAblbt•et, or a pei'!ICIQ d.st.rpat«< bT hla to ltme the M!Je, ~viAe dl p.1~ht.see r:ede br weh <lei)e~tnt. or ut.a!)li~t undn each eucb contl'~ot. (!ur ine tM entlire contrect t.em. 

!be roll~ rntr1eU«~.S ..,.. a.p,.lloahle t.o the itlllllatloe of sueh blanket. cxeapt.ion cert.tficatee : 

1. They aut bt t.e~Hd oc fore 1094, Rni.M4, aP'f.II"'Ye4 b)' the Coa;::rt.roller Gen.r&l or tM On1ted St.c.t.ee, ltOd..ifi~ for this pur~ a• in uoordance ri th the att.t.ched Maple oopr. 

2 . they 111.111t not be htuod with rupe-ot to contract• Wbieb do not COYer u.r Lt-.. wbject. to M7 fe4enl ue!.ee t.u. 

J. With reepeot t.o contraeh coYeri.tla any ll• or 1~ IUbJect. to uc~e t.xea 1n err .ct prior to tl'e '"-• l.u. or 191.1, •lher or not web oontncu alH covn 1\.en. aubjeet. t.o nn exoi.ae t.ex .. , bllnket. excpt14n eert1t1ce.t.ee -.ut not ~ illbe4 W.eee U. &.'Plieable .,ort.ioD of ~ 

' 

l 
·• 

l 

l 

Geae-rU Sct,eduh ebows !.be prieee Cl'*Q1.ed. oc u.-. ~Jeoi. io tuH in .t.tect. prior to the ~ .a.et. ot 1941 to be ael\ld•e of woh prior t..uea, or unletll su.oh certitlcAtu are expnsst., U.ited to suCh cont.nct. u. ... u .,.. eubjtct Olll,r to the a. .. U"C!M t.uet. 

&rn•t!d Cgptn.s-wn• c.rUticttu 
1ft ordw to pro•·ent. 1.-he 1uuance of bl-.nket W.X-ueaptioo e•rtificates, without prop&r qu.alitle•U-ort, 1t1 cues wber• the ocmtract. lnYOl'ttd coven iteM oo whlcb t.he prlc .. "" 11'\oludn ot tuel l.ft ettect prior to \be Jllnen;,w .Let of' 19U, lt 1s reOQIXIICift!)ed. t.hnt llleh blanket. exempt.lon cert.ifleat.es be iuued onlr u•lQn reot1J)t t'l'QII ~he omtne~t..or concerned ot a certi.flut.e to \.hot effect that. c.M ec::ct.nct. OOQta.ttl.e oo 1t.eca aubject. to L"!7 Federal tul.se tu in e rteet. prlo:r to t~• Re•onue Act or 1941, oxce~t 'uch tt.eot aa are expre~llf enuaera~t4 1n the cert11'lcate •• ltet on Wb.lch the prleea q1.10t.d 1n t.he cont.n.n at'e either ( a ) 1n~1.ft, or (D) uo .. u.l"• o! rte..'t taut. 'llV. meh oont.ract.ors' c:ertil'loat.ea it wU1 H poulbl e to bsue blan'lcet e:xupt!on cert1f1c•tea 1n suoh !or. at eo bo expreutlt 1n•~~l1c$ble ~ an, contr•ct tteu ~rat.td in t he cont.n~.etort• cerllt1eat41 and aot. w:r ltled u 1~ on Whid'l u.e prleu cpot.ed are cxcl.\Mlft or all r~e:ral nobe tu.ea. 

'to tae-ll,ltatA tM ob't41ninc of oon\.l'a.ct.ors' ~ltioa\.el l.n •ccol"dt.nee wit..h toM prec<td.J.nt paraarepb, an4 abo t-he ldentificat lon or cont.rMtt wit.h rupe-ot. to which bl.anket. exeu:Jtlon cert1t1cat.et u;r ednnt.apoo.J.&ly ~ i.,ued, t"'-~t Dhillon ts ltx.iM teDdi."C a clrel&.lar to all eontn.cto" .bo--H eoot.raeu ue llat.ed ln t.ht ·~· .ncloa1ru1 a copy or t.hi:l dreul.a.l' lett ... ,., wggut.1.'1G t.b4lt. auch contrac~n request blanltet exn,pt.1on eeniticates .ten propeT, and ~ett.lA&: a fQn ot contrac\or'a eert1tlcat.e to be tl.Md, ~ u fol.loQI 
OO!ttRAC'I'OR'S CE?.!J.I'tC.l!ti -"'t':"'Oi\TUIC (U)JIIST ro&t BUJiltr ·u,x ... ~li:J; c:mrtncn~ 

Cont.rl)ct. No. ------ -
1)11.\.e of Corlt:u-t.. _____ _ 

To• -~='-~~o.=~~~~;;~r­(Ort•rtn& 4•pe.rt:MOt or actnCJl 
1 (• •) hereby certify L~t t.h• ~bove contract c~t.Alns no lteu Ol' tt.~J.e .ubject. to VIti/ Fedenl e:x­eS...• t.u in e.tfec~ prlar to t~e l'*t'e:Lue let. of 19l.l , except. as tollow11 
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(a) lt.at with r.speot ~ • blob ooa~rfet 
pnee• aN J.nclu.aive or • F.cteMl uc1N 
ux 1n etfect. prlor- to tiM An..._.. let of 
1')41• 

(b) It.a. •1~b ~~~t to Wbtch contract 
pric .. ut tt.t;:W.AW>cl iA the oontn.ct t.o 
_,. ucl~l" ot 7.Stral exciM \&lUI• 1a ettee\. prior to U. ~ Kt of 1941: 

!Me cert.lrlcaW 1a eadt 1n order t.o induce the oNt!'in.S depnt.!l.,. t or qtncy n&MC1 • .,, to beu. a 
'bl&l\ket ~pti.oo c:ert111cate CO'f'nina; 1t.-.l Lbat wwU othuwiM btl DJMt \o !"ed«ral ae!M t.ax, and b •• rit.b 1\Ll.l. \:nowledp t-hat, 'indtr tec:tion ,, or tbe Criainal Code, aa amended (u.~.c. title 18, tto. 
80)1 the mt.kinC or ueiAg or cueinc t.o ~ aade or used M:t tal.M c.rUticat:.e, k:Dowinc tl:e ..,.. to coa\&b M:T 
~t. or tld.U.X.OU. e C..\.«JJI!r:lt OT ct:ry, 1.o 1Q1 
•t\.tl' rithin 1.bt J'C1J'1acllct.l«l ot M7 de~t. or 
ll&«<O)" ot t.be OnUed St.attl or ot atrJ eorporat lon 1D. -.hloh \M u-cu • .ct 8\.At.ea of Merle& 11 a atookhol4er, 
ie pun-labl.ble 'D7 tiM ot aot. 110" than 110,000 Of' b7 
t.pr~t tor aot wn, than to-. 7M.n, or boU.. 

Or ... or coot.raetor> 

,.,, t.( c.;:::,.::.:., ,:::,:-.~r.-::,.::....,::::c-::"';:"'::-Jn=c) 

"""'------ ---
r 

~) ( 
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Inmictt 

!'be o:i:rot.&lar to oc.t\n.eton .....tu tM G«Mnl Scthecl&le 
~ ~ S.. • 1

" br...;.""in;: \o !!'".:.!..r •'-'••·t.!oft a nqu.v.__t of ~ Jv'NI,1 of Il\wmal Brnmle that, 1n ol"dar to ett.ebllah t.hel.r ri&bt t.o _..pt.ion ti'OII \.ax • 1th 1"61peCt to f¥l1 partiCUlar purcbaae, w.cb OOGtN ot.ort -....t at..t. on tbe inY01ce or J.nY01oe• reh\11'1& theftio tbe MrW ~ ot tht bl&ktt. cart.!.f'1c.at.e l:rrol • ..;.. n. pre-.-.. or ~o. or •oh at..t.e.enu -tlt """t.. .. ~r-."t ~ ~uu7 ot l.lrfoiOM. Ina\MCM or~ ata~t. or 'o!.lmket ~~ioD eert1t'-1oat. n-.ra on 1n-.o1c..a ~, bonnr, be b!'OUP,ht \o the attea.tlon ot tbt Bu.Nau ot Internal Re.-.au•. 

ftdt o1roul&r b int.end.ct \o oonr t.bt trhtoent ot n .. tu.l S.poaed b)- the Rennue Act ot 191.1, a. dlaUnpbbecl froc. W.. 1n effect pri.or to eu.eh Act. tart 1ncr.ae4 \herebf u to ra'-te of tu. !be M\\.er ~ ia!CT'MMS 1."\ \.he ra:t.et Of Mrliu t.u .. b abo rec:elY• 1ft& ooo:a14eratl.oD &M. .::t torw. U. INbJect. ot • "pa.rat.e el.rolllar IIOd.1,. f)in& or up11.ty1n1 tbe pro-ct4\1N out.l1nect 1n Ci.J'.cul~~.r Lot.t.t r llo. 4~ or Jt.ttuary 9, 1941· 
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S A ~ r ~ ~ C 0 ! Y 0 f U. S. G 0 V E R H M EN T 

T A X ~ I ~ a P T I 0 N C E k T I F I C A T E ( F 0 R M 1 0 9 4 

R £ V I S 5 D ) , 5 H 0 ~ I N G 5 U C C E S T ED H 0 0 I F I C AT I 0 N 

T O ADAPT FORM FOR BLA N K ET J::XEI.P TIO!I 

C J:: R T 1 F 1 C A T E i' U R P 0 S £ S . 

:< -000 • <)()() 

96 

INDICATE ANOUt(T 0' T X 

l iMO 1-IIICLUOlO U CLIIOCO 

Fdenl X X X S 818Jlket 

-- ······---··············-········ ......... .._ .. -~-- . . ----·--"---· ~ S X X X S X X X 

- ....... -r a ll :u:H£1es~~!>P1. t ho1. thi.s ... ~!!l':.~~~~-~--~'··· ....... ....... S X X X S X X X 
tC"•• - · 

,._ ___ -
. ·•.·;llea~t!t •. ~.9 .. !;Qllll:.l!~.t..J.~!\"8. tiQs . . .........•.•.•.....•.•••••••• 1!!! ................................. . -----· 
·~l't~ ter-lta¥0 teen delivered, or which will be delivered and lnvol~ pursuant to purchase orders luued under contract 

( .... , dated .............. ................... . and for whtch ;a tax exompUon certificate has not heretofore been lswed. 
+,to<:"** - S J.. :~ ? L :=: C 0 P '{ - *""""* ldenti(l(:atlon Cud No ......... . 

•OOoO•OOO•U·-• u oo ooo•o• • • ooooooooooo•ooooo••••••••••••••••••••••••• • ••••••oooo ooo o oooooo ·---"-· Vehlde Uct-1\M No ••••••.••.••. 

To be. lilted In ONLY when a S tate or local lU Is 1nclude41n the pure hue prioe. 

":ol)..nt•,.,,.,.,,.,.J~ ..... +.-+--·····•••• ............................... -1 Fo~~~~~-~~::J~~~~~-~·-······ Symbol ................... . 

e, ~~.';:."..;!~-;;;,-;;;·;;; ..!:.~·.:=;;·;·;;;;;-c:; 
t!t: -•·••-•ooon..- ,...,.,, •-'''""''''"''"''"" ..,..,,...., ... 

.. ,~ronthet!eol cetter here to be ooit~ed where eertltieete is to be a;,l1eable 
t.o ill contract itegs. 

I 
(. 
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J.PPOO!IX 9? 
~brWtt tpd Scbtdul• :t,apnlwmta Ullder \ht CUrrst. 
atptr!l schedul• of Supplltl with rttR'et to !!hicb 
~id• !!TI QP'P!d by the Proeur•MDt p1v1a1on prior 

to October 1 . l9A. 

1. All schodulss and schedule supplements covering contr act te1'1118 
beginning on or before October 1, 1941. 

u . The following aehed11lea and schedule auppleiDent s covering con­
~.a~t ~erma b•(inn1rl& ~~e:- Cc-t.o~er 1, 194lt 

lJ 

17- ~p. No. 8 

18 

18 - SUp. No. 1 

23 & 37 - ~p. No. 1 

32 

34 - SUp. No. 1 

37 

Title l!"d Contract Tmno 

Special Furniehinga, Executi•a 
T7pe (Dec81Dber 1, 1941, to 
llovember 30, 1942) 

Opening D&te 

Septeaber 12, 1941 

Boller Feod-'liater Cocpound 
(Deeooober 1 , 19411 to 
NO'Tember 30, 19421 Septeaber 25, 1941 

Uotion-pieture Projectors 
(Dec81Dber 1, 19411 to 
November 30, 19421 SepteiDber 18, 1941 

Instruments of Precieion and '· · o· 
Accessories and Parts (January 
1 to December 31, 1942) SepteiDber 15, 1941 

Photographic f4u1pment and 
SUpplies (January 1 to 
December 31, 1942) AugUst 18, 1941 

Life Preservers, Special llearing 
Apparel, and Sefety F.quipaent 
(!loveiDber 1 , 1941, to April 30, 
1942) .t.u&nat 12, 1941 

Fire- surfocing and Reat­
insule.tiog Materiel (November 1, 
1941, to October 31, 1942) August 25, 1941 

Belting, Leather Cooda, and 
Cushions (November 1, 1941, to 
October .31, 1942) 

Be1t:lng (November 1, 1941, to 
October .31 , 1942) 

Athletic F.quipment (Nonmber 1 , 
1941, to iprll 30, 1942) 

August 29, 1941 

August 29, 1941 

Septesber 5, 1941 
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57 - &>.p. Mo. 1 
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70 - &>.p. No, 1 

- 2-

t 1t.lt tp4 CePtp ct fu.y 'bzr1M P&tt 

IA.ullber , Tillber, and lloodeD and 
Puli>-board Boxes including Manu­
taetured Lumber (Nc:rrember 1 , 1941, 
to AprU 30, 191.2) S.ptee.r 10, 1941 

Pipe Fittings (Dec ... ber 1 , 1941, to 
llc:rrecber 30, 191.2) August 22, 1941 

c->t, Paints, and Painta 
l!lgredieota (NoTembar 1 , 19411 to 
AprU 30, 191.2) S.ptaober 3, 1941 

Drafting-room and Office SUpplies 
(December 1 , 1941, to Nov..,ber .30, 
1942) July 18, 1941 

ClotbiDga (November 11 1941, to 
AprU 30, 1942) July 10, 1941 

lleate, Groceries, and Other Pn>­
Tisiona (Nc:rrember 1 , 1941, to 
February 28, 1942) September 11, 1941 

Short-wave ~iathe~ Apparatus 
(Nonmber 1 , 1941, to September 
.301 1942) August 2!7, 1941 

Building MateriaJ.a (Nc:rrember 1 , 
1941, to April 30, 1942) August 29 , 1941 

Agriculturel. Iapl.,.enta and 
JlateriaJ.a (NoV1110ber 11 19411 
to October 31, 1942) September 2 , 1941 

Peat and Seythea (November 1, 
19411 to October .31, 1942) September 2 , 1941 
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TREASURY DEPARTMENT 

INTER OF1'1CE COMMU N ICATlON 

DATE J anua r y 27, 1942 

Atts.clle i'. to this memor1•nduc ere t &bles 
sho·.·inr- (1) the nu-:~ber of t•~ent& ruelifieC. ~o issue 
Defense Sav1nr s Bonde Series E, ~t tee close of 
bu£1ness on J£nuP..r;' 2l:., c1Ctsr1!"1ed by t!f""e or ecent , 
~nd (~) ~~e nuober of suo~ ~-entc on ~electe~ ~etes 
cince l~-st l:C..:,· . 

2 . 0~ Jr~uPry 24 there y~re 1e ,617 ~~ents 
ot'll':' t:"'""' -,or ": of fices rur.l11'1ed t <:> !~rue Series E 
Pl'"1n-s bond& , 1\n i ncret ee ot 499 rince J FnU!>-1':! 17 . 

3· On J c.nuP.ry 2!;. <;cere 1·ere ~:.0 conor~t~one 
rnl'11f1ed to i ssue Scrien E sPVl.n•·s bonc',F on ,~·roll 
rl1otrJent '>lE.ns i n :> ccordcnce 1•1t:1 tl-9 1net1•act~ona 
contrincd in :·our tele,:r nr.: of Dece1.ber ~7 to ;;;,e 
F~derel Re::.erve Brnl:s . ':'hera · ere llt. cor.,orr.tionll 
::.10 C'llt'l1f1ed cne , ·eek C'. 'Yo . 

1:. .. T_...ere ·,·ere 10 ::'le:!bct·~ of tr.e !.~vect~ent 
1n.:ustr0• ,.,ue,f i fied to 1£&ue Se1•ics :: se.vin~s l:;onC.s 
or. J t'.n:u::r;; 2<. . 

At. te oi:n:en t G 
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' 
Classificat i on of the number of agents qualified t o issue 

Series E Savings Bonde, on January 2~ , 19~2 

SUI!dlng: : . . . . 
: and Credit : Other : Invest- : AJ.l 
: Banke loan : :corpora- : ment : other• Total 

aseooia-: unions :tiona !J:induatry: gj 
tiona : . . . . . . 

Corporations and Assoo1at1one: 

Federal Reserve District of: 

Boston g31 21~ 11!0 2 12 1 , 239 

New York 1,171 246 350 21 1 1,789 

Philadelphia g31 101 go g3 1,095 

Cleveland 1,1611- 311-9 26g 22 1 1,804 

Richmond 1 ,019 175 110 15 2 1 1,322 

Atlanta 992 139 1~6 15 1,292 

Ohio ago 2,306 ~39 157 61 5 1~ 2, 982 

8t, Louie 1,325 139 ~5 3 1 1 , 513 

lUnneapolie 1,2gl 55 lj.g 1 2 1 , 387 

Kansas City 1 ,736 1711- 130 2 20 2,062 

Dallas g33 110 l7g 13 1 ,1:;11-

Ban Franohco !)lj.g 2211- _m ~ - ....1 998 -
Sub-t otal 1~,037 2, 365 . 1,911 2110 10 54 lg,617 

Poet o:t:t1ces - 17 .·1110 - - c.o 
Grand total l~ ,O}Z ~ 1 ,211 2110 10 ~ ~!2 .Z~ c.o 

= = 
ottioe ot the Secretary o:t the Treasury , 

Division o:t Research and 8tat1Btioe. January 27 , 1911-2 

!I In aooordano e with telegram o:t December 27, 19~1. 

gj Except post o:t:tioes . 
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Humber of at;ent o c>Uo.liflfld to 1ssue Sel·les E 
Snv .l.n~o Bonds , l:ny 7 , 19'>1 

to dnte 

1~~1 J I'.M . Jan . 
l~lj:2 

: Jo.n . Type or e.zent t:ay : ent . 
z : '10 , 10 11 

Coml'!erc1nl nnd sevlnc s b11nks .•.... .. . ], 6] 6 11 . ';' 71 13 , 6CG 13,832 13 , 966 

Bulldln~ Pnd loPn a£soo1nt1ons ....... 739 l, 4Sl 2 , o64 2.1~ ? ,268 

Cred 1 t uni ons .•.. . .. .....•.•.. ...•... g 3o9 1, 36& :'c , 529 1 ,736 

Other cornorl'.tiona 1.1 · ............... 12 ng 

Investmen1; industry> ............... ··· 

All others .•... . ....................• 1 21 28 __ 22, ;20 

'i'otal. other ti1:>.n post offices ••.•• s , 4)o 1 ) , 46& l] ,ll;.s 17,576 18 ,118 

Pos t off1ooB . ........................ . 15, 812 16,~22 16 1et:;2 l 6 , gg-; lZ,l4o 

Gra nd to t l'J. ••.•.•.... .• ....... ..•. 24 , 242 ~ ,s2z 2.,., 0:21 >4, 4J52 :22· ?5§ 

JW\ . 
24 

14 , o:H 

2 , 365 

1,911 

2lJO 

10 

54 

16 , 617 

1Z114o 

22.121 

Off ice or the :lecretnry of the Trenoury, 
D1v1a1on of Resenrol1 nnd Btatla tloe . 

J MUIU'Y 27, 1942 

1.1 I n aocordl'nce u1 th tolec;r = of December 27, 1941. 
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____ .. - .. 

Unfilled Orders for 8av1nge Bonde at the 
Federal Reserve Banks and t he Poat Office Department 

January 12 to date 

\ (In thousands of places) 

New ordere : e4 ltook of I Dill 
1 

Bonde ordere at 
received : aanuraotured oloaa or boll4a :~ .... : 

• toda7 toda¥ bua1 • • on baii4B 
• 

Jan. 
12 541 859 595 805 236 625 
13 805 423 630 591 236 ~ 
14 591 622 670 550 236 615 
15 550 660 750 455 231 1.000 

16 455 773 775 426 ~ 750 

17 426 672 800 291 204 1.000 

18 298 none-no IIIAll none-closed 298 ~ 800 

19 291 204 800 202 1M 825 

0 
20 202 2o4 800 86 ~ ,184 1,000 

21 86 411 800 59 . • 546 875 

22 59 697 goo 86 1.676 1,000 

23 86 569 800 50 ;l,871 1,000 

24 50 727 goo 28 1,922 1,000 

25 28 none-no mail none-oloaed 21 1,922 -
26 2g 490 1,000 !I 7 2,011 2,000 

• Bonds in Y1111h1ngton vaults onlY· 
!Jincludea 400 thouaand pieoea aanuteotured tor 1nYaDtOJ7 111 the t1eld . 
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Stook ot Series E Savings Bonds on Hnnd lf 
J anuary 15 , 1942 t o ~te 

( In thouae.nds ot p1eoee) 

Bales clel1nr1ea 
th1s day thia 

JM• 
15 6,569 320 750 6,!199 1,000 
16 6,999 445 775 7.] 29 750 
17 7.329 163 soo 7. 66 1.000 

11! 7,966 none-closed none-oloeed 7. }66 800 

19 7,966 665 800 1! , 1.01 125 
20 8,101 218 800 g, G113 1,000 

21 g,Ga3 337 goo 9,1116 1175 
22 9,1116 381 800 9.!i65 1,000 

23 9.565 377 soo 9,11111 1;000 

24 9.988 263 800 10,525 1,000 

25 10,525 none-closed none-olosed 10,525 

26 10,525 4t7 1,000 11,038 2,000 

!/ Inol.udea etoolt 1n bands of (1) Federal Res ern Banks and br anohee , ( ) Poet ott1oee, 
( 3) Federal !'leurn Bank 1nu1ng agente, and (4) i'reas11r7 Yaul.ta 1n VeaMngton. 
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,......., 

c...,.rau ... 1\at.ea•' fd w .. J1uUc 
ftnt _,,..., .. lluU..e :0.,. ~ ~~ 19112 &114 DunAor M4 ••• a II' 1~1 

<••••er )....21, Deunlor 1.-26, ~~ 1.-26) 
~ Jlultl ~ x ..... l'ri• 

I 
Ia* I "-' ~Iu-• I ... •tep fill I• ••• 

It• I I I_.,. I iiH-.r I l-.q itu4•• 
I I_, I ·--- I ...... ~ I - - Oftl' I -19112 I 1~1 I 19ln I ..... .. ..... p ..... I ., PC 

lol'i ... - he\ Otti- tl»;;~ ... ., •;:rJ • ;:71' ·~·= ''·~ Jd.!lll 
IOI'ioe •- ...,_ 1121 w.a.lZ 2 010 ua..2 1 !lld lfhl 

lol'1ee • - lftal ~.011 166,n5 105.7'10 ~.- *·'R ::~ ~= llol'1oo ., - .... 62,Q65 
~ 

11,051 36.lllo 7.17 
llol'1oo • - .... 21!.5'0 1 100.26o W.1'J6 "·'" ..!L! .A! 

0 lftal ~.616 ~.l" M,~ ~.~ llti.Jf !I.Jf 

&tloo ~ tiM loaro\u7 of tile rr-ur, Dlrtel• ~ ... -.roll Ull 1\a\liiU•• .r-.11. 1,.. 
loaool .&11 tt.cuoo on Upoel\e wUio tiM fl'oeavw of tllo &1\ot 1\otoe • aoo at ~ ..-uula 

of ooloe ~ &ltM 1\otoe oo'fiqe ,.._,. , 
Mol ~ IM'ft ..._ a a .... to ,._, tlo-8104 u4 wlU an -101'1~ .U. to totale. 
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-.u, ..,.. - .~......,., ~ 

0a Jluh ., h .... hiM 

( Za ~ td ullar•) 

l'e•t OffiM ...... ..,.. AUJe.alalee ... Je.alale• 

'-1ea. .. .... lerl.ee I' krl•• • fetal ...... kriMI' lerl.e• • 

J ..,. 
1 • ~= • a,., • 1,- • J,fe5 • 1J,81 ·"-111 • 1,- . ,,.., . .,,.,. 
I a,TJ6 1,"' T.m •• 5Tl ~·'ll ··- '·~ ··~ 3 ~"" ,,m 1,IJI ,,-,3 16,.., ,tl, 1,1J1 ,, •• 
' ,.~ ~.; 3.111o 13oJM -3·"' :J',IIol 3.111o 11,.,._ ::= ' i,JU ,, 1,= '·'"' 15,J71 "·"' 1,= .nt 
7 i,flll 11, 7 3o 11,131 -3 • .,. ··= 3. 11,131 5:! • 7.,., 11,fn ),Ill 11,; "·"' ... )olll s::: 
' ~·Til' 11,, 1,.,. a., 11,:l 11,115 1,1'JI 

a ,,. 16,031 1,.,. '·"" ... . . ..., 1,.,. '·· ... at 

11 10,117 3J,III) 3.138 ~~ "·"' -'·e 3.IJI ~- "·'" • ~ 7.,. 15,059 ,,,., .,,510 •• I,!IIJ u·-a.,JOi 1,,,, 3.701 "·.,3 '"'" "· ),Jel "-Ill ·:rr 
~ 

,, ... 16,m I,M) ~·113 ~·UJ I),OIIl I,M) ~·113 .JI, T 
~·111 ~., a.,31, ,171 ·'" 31 •• -.31, ,..,. ,.,]51 

17 ,.,. '·'" 
., 3,101 10,700 U,J6) ., ,,. lJ,"' 

1J 1,1]5 ,,000 3.~ 16,, ,,,.., a.J,I)S 3·- 16,, 61,)8 

• ~:= 
10,,-, I,IIIJ 10,= .,,~ ~·~3 I,IIIJ 10 •• .... 

11 1,,.375 3.531 15, )1, ,161 ,,,. 15, -.,, 
• 5.1il •• 157 3·m '·* ;,6,010 IToa.l& 3·m 

,,.,. lll,llll 

~ ~·"' 
.,,, I, ··- )a.,olll .,,= I, ··- "·"' ·'" 15,110 1,!» '·~ 1),110) ··" 1,!» ,,,. ...... 

~ 

fetal 

...... , 
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Dear .&.rob1•: 

'l'hiAk 7011 ••17 IIWib tor .. D41Dc 

• a oopy ot 10UP •Report to the Rats. on•. 

I look t~ wltb great lnterett to 

reading lt. 

Slncerel:, 

{ ... ! 

lion • .&robl'bald WaolAlab 
D1reotor, Ottloe ot Facta 

aD4 Flgurea, 
'\'1ub1~~gton, D. C. 

--
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OPJ'ICI! OP PACTS AND PIGURES 

January 23, l!H2 

~y dear Mr . Soorot&ry• 

I am pleated to send you tho "Report to the 

Uation" juat iaauad by the Office of Facta and 

f'1guros. 

Very truly youro, 

~......: 
Archibald UaoLoiah 

Director, Office of Facta and Figurea 

The Honorable 
The Sooretary of Treasury 
Washington, D. C. 

' 

:_ns 
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REPORT 
to the 

NATION 

r•e Jl•e rlea• 
Pre paratloa lor War 

OFFICE OF FACTS AND FIGURES 
....... .... . • . c. 
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REQUEST FOR REPORT 

Tnt: WnrTr. llousr. 
U'(J~t/n'uglo11. f)l!ceulb~t· !!. 1!)41 

MY l>t>Mt .\ lu. ~r ,,.r.~:r..r.u : .\ s you know. 1 11111 •u•~t nn~ions Hmt th•· 
~l'm.•n•l 1111bli(• 1)1> fully iufol"fUCd conoerning IJ1e M..'Ope nnd progre:o.. .. 
. ,r t ht tfl·fett'-t• pmgrtuu. 

Tu t hi .. t'n~l. l '-hnuld like: the Office of F acts nnd Figur('s to prepatrt' 
'* n:•()Ofl un tht• pro~,...., of the deftn_~ effort of 1he ... eJt ral go,•tm .. 
1Jltf11. ""' uf I>.""'mbt-r 31. I~ l. Tbe n'!IJOrt 81\oulct be prtportd on tht­
hm.,j ... ,r f11clunl infon n.ation fumi:o-hffi by thr nriom d~partn~nt.s and 
ttl!l'f'<'l(•" pruu•rily J"t':"f)()fl.SiLSe. fvr tl1t proo~YRm. I ha\t tlin'C'Itd the· 
l hnoc:hor nf tht liuck"'' t h obtain tt.i~ infom tation for tht u~ of t hr 
C )ffi t"t• of .. ~.fh• and f'igures. 

11 ioe t•\th·uwl~· important that the oountry• should ~ •w•.,. of ch11 

fU'U/..'l't'"~ uf tht tlt'fen...- effort insofar tts information c•n b<_. publi ... hetl 
\\ itlwut t:h iuA" n itlllud t'Otnfon 10 1 hose who :t11! not our fricudN, Th~ 
ftt't•plt• .,r 1' dt•n•o•·rtU'y nre entitled to the eswntinl filers 11nd I he ~rov. 
l' l"lll ll l'fl l O( It d C'Il lll('l'lH.",V IHIISI OOiltillUUUl'lly hn\'(', in triticnJ tintl'il tl ii; 

w~ll ~~~ .iu )1\!tu't•ful linw:-. the bC'n<!fiL of enliglltent'{l public cr·il ic i~m 
tmd ('II I I,:I •II •IU~l Jlllblic unrJ.•I'l--lllllding. 

\ \ •r,\' l"ilu:,.r,·l.'· y\JUr.?-. 

ll~+ta. A tt<' tlllh l.n )f"d.rJ .. u , 
IJif'HI,r. OJ!icw tJ/ FuN., uM F iyun •. 

) 

l 1 

) 

( 

l 

LETTER OF TRANSMmAL 
J ANOARY 141 1942 

~h Dr.An MM. Pllt".iUDf.:NT: I have the honor lo submiL hen'lwith the 
l'tlp<)11. 011 the PI'OQI' .... or tho del<nse effort yOII lun•(l n•k•d t ho Olli<'c 
ot lo acts 11nd Fi)!ki':Z :.0 !)l"i"J'"I"'\ li"oMun1 in formution heu1 bet'.n fll r· 
nishcd "" you dirocled, through the Bureau ol the lludget by 1 h• 
vorio~ dep~Jrtment.B and agencies primarHy OOJlct.rned • nd tht'i!(' de· 
pu.rune.nt.e und 11~neies hllve been most cooperative in ~vitwins: 
the report to eheck &tatement.s of fact. Information pro,·idt"d by the 
ftpOrt is noc., of couree, as detailed as it could have bten before the "'ar 
but it provid .... l think, • besi• lor •• unde ... anding or tho dd•n .. 
t tfort down to tho end ol tbe year I!IU. <Artainly lho American 
people wiU und•I'6Uind bo<h the p..,..t n....,.ity lor -ridion 
upon ll.1e publitation of lltatistias and the O\-er·all ~ignificance of the 
figurtO or which publication is still possible. 

llrondty speaking, the rtiiOr'L p.-nts 1M story ol lht etfurt or tl~ 
Americ•n ll<eOJ)Ie to 1rm themselves and to supply thelr fri<'n•lA in 
I he 18 months bct.wt)e:n the fall of Franoe r.ud the A~:ie flttack upon the 
Unih.od Stat.<!& It. constitutes, in other words, an lll'COUnting of the 
Ar?;cnnl o ( Democrl\ey from the tirne, in lhe summer ot llJ.IO, wh~n 
the Amel'icon pcoplo put 1 heir labor iUld their f'(.'80U1'CCif nl th~ ths· 
(>0&1 1 of tho forces oprKlifiCd to Axis aggression, lo Lh(' tim«!, in the 
winter of 1tM 1, when Axis Rggression struck llt. the Anierit.'ln J)eople 
themsch·ftl 1uHI c.h••nged the Arsenal of Democracy to an J\nny of 
Democr1cy. . . . 

Tbe int<ntion of the rtp<)rt is to pi'!Stlltthe ....,nJ ol tblll peruxl •n 
o'·er-all factual tt:rms. The rtpon, in other word.s, is in no t!f:Me an 
"investigation" of the defense effort nor is it an attempt to intuprtt 
OT to t1'&luate the defense effort. There. nre. of rourw, dt.lay• and 
omissions and mistakea in the realiu.tion of the program as in tb6 
realization of all hunl&n effort& of comparable magnit"'le. Tbeet mis.­
t..a.kes and omilllrion1 ha\"t!! bad and will continue to ha,·e critical atten· 

-' I' '\.8 ' If tion in appropriate quarters. The repon. he.r& pf"e!''ltnt'; uru 1t8e 
to the record of what wu actually done and to the fluH~uon of pawent. 
ability t.o move for••ard. 
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Tioe qu..tion ohe Amtriean people now wiah lllll.,...rod ;, - tho 
q1at"Cion of American produetion ol war materiaJ:s. of American con. 
MlmfJCion of ..,..._r goods, o,.,,. the 18 montha froon tho fall of 
~·n- 10 the doc:lantion of war by Japen. Tho American people 

,..,.fiu lhAI lhtir toDMJmption of COD!Umtr goocla wu higbtr dllring 
1his period, and their production of wu mate.rialt lower, than they 
miAht •·til have ~n. What the Mnntry wiehea to know now is 
whtre it scandJJ in relation to the work it has to do-what il3 prt'tlent 
protluction capacity of materiJals of wnr i.8--what it it f"'t-ady to 
a«ompli1h. Jt"or in modern warfare it is not st.oeka in reeerve but 
producHon upt1city in prospect which makes a n&tion powe_rful. 
Omside.rod in this ABfX'C(, tho country Ciu .• l.!.~v ...... ..u. -~: .. ~,;t.iv. .• ~~~ 
1 he fneto here """'"led. 

At tho brginning of the period under roview, Ameriun induttry 
was peace-time industry devoting a minutt. fraction of itl productive 
<Afl"cily to I he manufacture of weapons of war. At the cloeo of thit 
period-et ohe beginning of the new period of aU-out national tBort 
inauJ;unltd by the M.....ge oo the litate of the Union of January o, 
1942-An"ae:rittn indu!try was war.time indu.atry, in a position to 
devcce 10 ohe giganti<> taM: before it all it• ,_.,_ of labor and 
eourago and will. New skille had been acquired, new t""hniqueo had 

been de«loped, new '""""'" bad been learned. Some of the types 
of wtapono already produced were tho finest in the world. 

Amtrican indW!try, in other words, had pused through the period 
of trAnsition, the tiroe of trial and error, and stood ready to under· 
take the enormous tttSk of armament of ourselves and thoee &880Ciated 
with UIJ which the Messlkge on the state of U1e Union projooted. In 
a S{lnSC.I IIo roo I wo1·k is only now beginning. Much remaint to b6 dono 
lo '"'"''t tho American indw;trilll..,-t•blisbment to tho labor before us. 
1~ another acn~te, howover,a tremendous work hasalread;y been accom. 
phlll>.,l: the country baa been brought to tho point at which it c&n 

now bfgin to produce. tlu~ necessary materials of war wit.b UIU.ranoc 
that the job can and will he done. 

Vtry rotpectfully yours, 

~~~ 
Aloc:uu.w> llicLmou 

To: 
Dirutor, 06fco of Fot:lo and Fig•ru. 

Tuc PaumuT, 
Tlo. WAil<! n,... .. 

I 

) ( 

• • I 

REPORT TO THE NATION 
l•lr ... • e l .. • te THai War 

We have been at war for more than a month. American 
soldiers and marines have fought at Wake Island, Guam, 
:Midway, and the Philippines. The Navy hllll gone into 
action in the Atlantic and over the broad stretchC8 of the 
Pacific. There have been defeats. But this much our 
small •"vNo>4 ~::: ~::~ !s!nnd outposts have duwvustroted: 
We bave an Army and a Navy that can fight. 

It is only the beginning. In his address to Congrcsa 
on the State of tl1e Union, the President said that 
American sea, air, and land forces will take stations in 
the British Isles. They will be protecting the W Clltern 
Hemisphere. They will be operating throughout the Far 
East, and on all of the seven oceans. 

Total victory is our objective. Speaking for all of ns, 
tbe President has expressed our common detcnninalion 
not to stop abort of the destruction of Hitler ollld the 
certainty, eo far as we can establish that certainty, tl1at 
the world will never again suffer the disaster of nazi·ism. 
To win such a war nod to win such a pence, it will oot 
suffice meroly to attain a slight superiority in annuments 
over the Axis aggressors. We must attain an overwhelm· 
ing superiority. We must take tbe offensive on a front 
that extends around the world. We must liberate Ourun, 
Wake, aud Manila. We must carry the war to the 
enemy's home ground and !tit him again and again where­
ever we can reach him . 

Our goals have been set: 
This year 60,000 planes. 
Next year 125,000 planes. 
This year 45,000 tanks. 
Next year 75,000 tanks. 
This year 20,000 antiaircraft guns. 
Next year 85,000 antiaircraft guns. 
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This year 8,000,000 toM of me.rdwat llhippiaa. 
Next year 10,000,000 tona of mer:chaiU lllllippiac. 
No other oati011 ill U., -ru baa .._ ~ or 

could ever undertake sueh a program. Ill 190 alooe we 
will produce -"Y tJnoee timee • ~ ..,_J)OIIII and 
supplies of war as in all the eighteen IQOIIt:ba ._ tile 4U 
of ll'rlllloo. In 1942 alone '11'6 will v•wuoe u many tanh 
ond planes as Hitler did in all the yean before .1939 whl!n 
bo was preparing for world conquest. 

111' • ••eWe te •• li.. I•• 
The immensity of the production that W!l have set our• 

eel villi reJieeU! the tl'anltformation ~t he8 been deeted in 
the country. From a people reluctant to go about a btJ8i. 
neee we hat&-the busineee of WIU'-we have been changed 
to a people determined to get- the job over with u quiekly 
as ]l083i b le. 

Napoleon Mid that war was Prussia's dUe! bt13ine88 
War is Hitler's only business. Tbe buaineaa of the Uuited 
States, from the clays of the Revolution, hu been the bl18i· 
neas of peace, the welfare of its people. We were reluc­
tant to .ex.~~ o~ bl18ineaa f or Hitler's. 

Howng tO remam at peace, we gave up IIWly tradi­
tional rights. We pa88ed a neutrality law in August 1935. 
But when Hitler invaded Po~t!nd in September 1939, it 
become evident that the neutrality law favored the Nazis, 
who bad accumulated vast J;tores of arms, while penalizing 
the democrociea who had not. We repealed those featureS 
of tho law. It was our 6nrt learning of tlle leaaon that 
meroly wanting peaee does not mean that a nation can 
stay at peace. 

But we did more than repealla'llll. We begaa. gradu­
ally, to take action for our own defense. ID. September 
1939, the P resident appointed a War &.ourcea Board to 
survey the Nation's resourcea. The BoaM 'a recammen­
dations were uaeful in planning an inereaaed arm•ment 
e1fort. It was disbanded when. ita work wu ftnia!ud 
Then tho invasion of the lowlanda and the fall.pf .FraDce 
2 
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in the aprq ol 1940 ~ed tt.. fi*JII'WI!I' af tbe Nasi 
war u.ebioe and ov peril. 0. llaJ ~ ~ 4he ~ 
dent -ted the Natjmej De'- Admor, 0 •iee"'lll, 
_.... 00111poaecl of leedinc iDd1lllt:riaiDIL It wu an -- . . __ .. . .... _,_, "advieor;r" OOIJ)IIIIIIIOO ...... our aun •• ...,. 

But the linea of ~-~ ekiaer. B7 Deoember 
19-10 London bad becOme our ID:IW iine af eecurity. We 
could not let Britain fall for want of food or gilDS, tanka 
or planes. The l'reaident announced our determination 
to serve as tbe araenal of democracy. On January 10, 
1941 the lend-lenee hil\ was introduced into Oongreas. 
To ~r our pl'Oduction to the urgent needa of the hee 
natioM, the Otlloe of Production Management w~ set 
up superseding the National Defenee Adriaoty Comm.._ 
si;n. 0 . P. M. pooled the practical ezperienee of industry 
and labor in ooe organ.ilatioo reeporurible for ueieting 
the Army and Navy. Still hopeful for peaoe, we were 
resolved to give every aid to the demoeraeie& "short of 
war.u 

7k .... ., ... 'ri- .. (1_,.. 
As the lend-lease billions began to be spent,· the aize of 

the job wo bad undertaken became apparimt to all. It 
was a job toe big to be reconciled with "buainess as 
usual." In August 1941, the Supply Priorities and Allo­
cations Board was oroated to direct the b'arab" task of 
curtailing the less CIISilntial civilian induatriea so tb~t our 
available raw material& would go for the production of 
first thinge-muuition&-flrst. 

Then Hitler showed his band and it "held a aword made 
in Japan. 

To speed the mobilization of the Nation for total war, 
on Jan nary 19, the J>resident IUIDOuneed the creation of 
'A new War Production Board, with full and llnal author­
ity over all American pl'Odnotion given to one man. the 
chairman. 

How badly or bow well have we, in the 18 months just 
put, prepared for the total war now forced upon ua f 
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The dollar, traDal&ted into the tooll of wv, ia ooe yard. 
stielc by whieb we eao me.uure what we baYe cloue. 

On J uty 1, 1940, with the tragedy of Dunkirk ~ 00. 
tore our eyes, we were spending for defeaee at an annual 
mte of 2 billion dollan. On J anuary 1, 19tl, on the eve 
of the lend-leaae legislation, our defenae spending bad 
riscn to tho mte of 6.2 billioll.8 a year. By the foUowing 
J u 1 y 1, 88 the N acie were invading RWIIIia, we were spend­
ing at the annual mte of 10.6 billions. On December 1, 
1941, sponding bnd reaebed an annual rate of almoet 20 
billions. 

True, this W88 an aceomplisbment. 
But it is only a fraction of what we must do to survive 

88 a free nation. The President h88 told na that we muat 
step up our spending on total war to more than 4 billions 
a month this year, to more than 5 billioua a month in 
1943. The record sum of 1.8 billions apont on war in the 
month of December 19U represented little more than one­
fifth of our national income. We muat now divert more 
thnn one-half or our national income to the proeeeution 
of the war. 

Thnt means the mobilization of every available ma.n, 
woman, dollar, and tbing--<lvery plant, tool, mael1ine, and 
bit of material to contribute to our total war eftort. Lit­
crnlly, our military strength will depond upon what we, 
the people, cnn do without. 

The report which foUows is the story of the foWJdations 
we have lnid for such a total elfort. They nre good 
strong follDdationa. But they arc follDdations only. The 
PI'C8ident bas told ua that we "muat face the fact of a 
bard war, a long war, a bloody war, a costij war." H ow 
bard a war, how long, how bloody, at bow great a cost, 
depends on bow quielcly we can erect the neeCfiSI!ry strue­
ture upon thesc vast foundations. 

The answer will be given by 133,000,000 Americana who, 
never having falled in any crisis, now face the gravest 
cmia in their history. 

4 

)) 

I 

( 

J 

THE NAVY 
•• , s,...~ AM•~ 

In 1922 the American Navy, honoring the promises 
made at the w Mh!ngton Arms Oonf?~ee,tobega~ to

1
. scrap

11 and strip and sink more than a nullion ns o. ta ow 

fighting ships. . t .•• will 
In 1932 the American Navy, becalmed~- 1"' • 

found itself approaching a level ~ow Bntain, bel~w 
Ja n, below even Fmnee and Italy m the number of 1te 

p8 • .L: 
effeetivo fighting owps. . 

At the beginning of 1942 the American N~vy bad eom-
1 ted a full year of full speed ahead on 1ts two-ocean 

p e and had become within the space of a few 
!:"the strongest single sea-borne fighting force on 
this planet. 

The "two-ocean navy"-most crucial of all our neces­
sities-is under way. 

When Frnnee fell wo began to wonder w~at would h_nvo 
happened to us if Britain had not surv1ved Duuk1rk. 
On June 14 1940 o.n 11 percent expansion of our naval 
forces was ~utho;ized by Congress. Five days later, tho 
11 percent was raised to 70 percent. By the end of 1940 
the Navy W88 growing at the rate of $179,000,000 n month. 
The cost of l94J. W88 over ~,000,000,000. • 

When Japan struck we bad 17 battl~ps, and 1., more 
being built. We bad 7 aircreft earners, and _11 n~rc 
being built. We had 37 cruisers, and 54 m~re ~~ b111ll. 
We had 171 destroyers, with 193 mo~ be1~g bUilt. We 
had 113 submarines, and 73 more bemg built. , 

That is by no means the whole story ol the Navy s 
progress in l9U. By November 19U the Navy had eom-
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The dollar, tnmsl&ted into the toola of war, i.e one )'ald. 
stiek by whieb we can measure what we ha•e done. ) 

On July 1, 1940, wi lh the tragedy of Dunkirk fresh be. 
tore our eyes, we were spending for def8D141 at an annual 
rnte of 2 billion dollars. On January 1, 19;U, on the eve 
or tho lend-leru!e legislation, our defetllle spending had 
risen to tho rnte of 6.2 billions a year. By the following 
Ju ly 1,118 tho Nazis wore invading Ruseia, we were spend­
ing at the annual rate of 10.6 billions. On Deoomber 1, 
!941, spending had reached an annual rate of almost 20 
billions. 

True, this was an accomplishment. 
But it is only a fraction of what we must do to survive 

118 a rroo nation. The President has told us that we must 
step up our spending on tots! war to more than 4 billioDB 
a month this year, to more than 5 billiona a month in 
1943. The rooord sum of 1.8 billions spent on war in tbe 
month or December 19!1 represented little more than one­
fifth of our IUltional income. We must now divert more 
than one-half of our national income to the proeecution 
or the war. 

That means tho mobilization of every available man, 
wonmu, dollar, and thing~very plant, tool, macbine, and 
bit or material to contribute to our total war elfort. Lit­
erally, ou t· military strengtJ1 will depend upon what we, 
tho people, can do without. 

l'he report which follows is the story of tho foWJdations 
wo have laid for such a total effort. They are good 
strong foundations. But they are foundations only. The 
Pt'C8ident has told us that we "must face tbo fac.t of a 
hard war, a long war, a bloody war, a ccetlj war." How 
hard a war, bow long, bow bloody, at bow great a ccet, 
depends on how quickly we can erect tbe neeeaary struc­
ture upon thete vast foundations. 

The answer will be given by 133,000,000 Americans wbo, 
never hn ving failed in any crisis, now face the gravest 
crieis in their history. . 
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THE NAVY 
..... s, ...... .u. ..... 

In 1922 tho American Navy, honoring the promises 
d t tho Washington Arms Conference, began to ecrop ::d ~~ip and sink more than a million tons of its own 

fighting ships. . •ts ill 
In 1932 the Ameri= Navy, becalmed ag~ns~ 1 w , 

found itself approaching a level ~low Br1tam, bel~w 
Japan, below _even ~ranee and Itsly m the number of 1ts 
effective fighting ships. . 

At the beginning of 194.2 tbe American N~vy bad com­
pleted a full year ot full speed abead on 11.8 two-ooean 

rogrnm and had become within the space or a few 
~onths the strongest single sea-borne fighting force on 
tbis planet. 

The "two-ocean navy"-most crucial of all our ncce&­
sities-is undar way. 

When Franco feU we began to wonder whnt would h_nve 
happened to us if Bl"itain bad not survived Dunkirk. 
On June 14 1940 an 11 percent expansion of our nuvnl 
foreea was ~ut.lto;ized by Congress. Five days Inter, the 
11 percent was raised to 70 percent. By the end of 1940 
the Navy was growing at the rate of $179,000,000 n month. 
The cost of 194~ was over $3,000,000,000. 

When Jnpnn struek wo bad 17 battleships, and 15 more 
being built. We had 7 atrcrnft carriers, and _u ~re 
being buill We bad 37 cruisers, and 54 ~re be~1! built. 
We bad 171 destroyers, with 193 mo_re ~g buU.. We 
had 113 submarines, and 73 more bemg bmlt. , 

That t.s by no means the whole story of the Navy s 
progress in 1941. By November 1941 the Navy had com-
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missioncd 25 new combatant shipa. It had added 2,000 
planes k> its hangars and its aircraft carriere. Its new 
chain of overseas bases extended far into both oceana, 
and it had enrolled some 5,000 new ollicera and more 
than 12 times as many men. 

In thoso 10 month& 845 new combatant shipe of many 
kinda were under conatruction, aa well aa 96 auxil.iat'y 
vcssela, 243 mine craft, 225 patrol boats, and other ftoating 
equipment generally overlooked In aeeounts of battles at 
sea, but ell8elltial if the men-of-war are to go into action. 

Where were they being bui!U At shipyards up and 
down both coasts and aa far inland aa the Great La.kea, 
where even submarines are born. At the beginning of the 
year 72 private yards were building ships for the Navy. 
By November there were 133 yards-not including the 
Navy's own 86 yards. 

The air is as important k> the Navy as the sea. The 
Navy'a plane complement of 15,000 baa been increased. 
Before the war entered the shooting stage the Na'9)'_,d 
the Morine Corps-bad more than 5,000 pilots. Thou­
sands more were in training. It is interesting to note 
herc tbnt last July the rate of enlistment for navai avia­
tion training was 8 times the rate in May 1940. A greater 
rush was to come. 

The Navy alone baa 34 air stations. In J ackeonville 
a11d at Pensacola tho Navy has in · operation 2 of Its great,. 
est new training stations. A third is In Corpus Christi, 
Tex. The Corpus Christi Station shows what Americans 
can do when they decide k> put their backs ink> an effort. 
In just 10 month a flat, desert area of sand and scrub waa 
turned inw a modern city, a city with mll~ of streets and 
runways, a city of pennanent buildings with leagues of 
water mains and power llnee, a city with one p~to 
help build an air fteet for our Navy, 

Oar Par-PI••• u.. 
All this expansion of air and sea fol'OOII baa ·led fo 

a vast increase in naval shore eetabllabmente. 
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AJnerieaD eailora and marinM are now eervlng In N~w­
foundiand; they are serving at Bermuda; they are se~g 
at Great Exuma Ialand in the ~ahamas; th~Y_ are ~rvtng 
at Antigua, Jamai~ _St. ~rue., _and Trtrudad. m the 
0 'bbean and in Bntlsb Outans m South Amertca. In 
;; Pacifi~ our sailors and marine8 hold a . far-ftung baa· 
tion of base8 protecting us from would-be mvaders from 

Asia. · th d ·' t A great deal of work baa gone mto e ev.,.opmen 
of those oversel\8 bases. As Secretary ~ox poi.nt~ out, 

· • · - ·'"cd i:: the dAAtroyer trade wtth Bnta111 wos WU.dloo we ~<.A-U-1 • not bases but the right w build bases. Defense8 aglll~8t 
attack from the air and attack by sea had ro be m­
etalled. Dock-yards, coast artillery, barracka, lines of sup­
ply for guns, food and coni, workmen to do the building 
were needed. Nearly bnlf a billion dollars was spent 
in developing our ba5(18 last year. 

For some time American ports have been shared by 
nations resisting Axis aggression. Ever since the lend­
loaae program got under way. the ~en-of-war of Ore~t 
Britain bave been coming ink> Amcr1can yards to rep8lr 
the ravages of battle8 on distant seas. Merchant ships 
flying the ftags of Britain and of Russia, of Holl~nd, 
Norway Orooce and oU1er countries bnve also put mto 
our harbors. Tbey have been outfitted with degall88ing 
cables against magnetic mines, reprured, overhauled, and 
fitted with guns. Liners have been turned ink> transports 
to carry troops ro outposta and to bring British ftying 
cadets to our training fields. 

:!tleantime, impressive numbers of our own shipe w~re 
also being overhauled and converted for more effocttvo 
wartime use. They were strengthened in protective d&­
vices and provided with Increased Ore power. Mine pro­
tection equipment and sky lookout stations were insts.lled. 
To give an example from a single class: '!":enty-three old 
destroyers were moderni1.cd and recoqj_tniSSloned. F?rty· 

• one others were converted for important u-. P nvate 
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Stocks of Anny clothing and personal equipment oow 
on btmd are sullicient to maintain the current Anny and I 
to pennit orderly replaeemenl Additional supptie3 are 
nccumulnting to c.1re for new incroasee in Army strength. 

'rhe two most important weapoDS in this war are the - 1 
plane and the lank. In these weapoDS we ore already on 
ollr wny to outbuilding the world. We alrondy are pro-
ducing light and medillDl tanka in quantities nnd tho first 
hcnvy tnnk wns delivered to the Army the dny wo deelarcd 
war on Japan. 

O•e Gre•C A411vaata•• 

A great ""' ~ of the billions allotted to the Army since 
the foil or France has go.ne into building new tank 
orsennls, ammunition fnctories, smokele&~~ powder and air­
craft plants to make these weapoDS and the abclls and 
bombs they will carry. More plants will be built as 
••cffied to meet the President's goal for 1942 and 1943. J 

Modem wnr calls for tanka with heavy fire power; anti­
tank guns for our new tank-de3troyer outfits; improved 
antiaircraft batteries, searchlight and aircraft detectors; 
''nt!l qunntitiC3 of machine guns of heavier calibers. It 
also cnlls for such weapons as the Garand rifle, which bas 
three times the rnte of fire of the Springfleld, and the new 
155-millimeter gun which, mollnted on n 35-mile-nn-hour »» ( 
r11rrier, cnn plnce n 95-pound shell on n machine-gun nest 
10 miles away. It calls for tens of thousands of fighter 
and bomber planes-well armored, carrying ever greater 
fire power, ever heavier bomb loads. 

We begin our offensive against the Axis with one great 
advantage. The Anny has benefited by tho reports of 
hundreds of Anny observers on tho fields of battle l 
throughout the world. Actual battle te3ts have been given 
our. new equipment by the fighting men of friendly 
nations. 

Despite all handicaps, production of tanks and combat 
v~h.iclC3 is more than three time3 that of a year ago, 
gmng tho Am1y the mobility needed for offensive action. 

10 

The rate of tank production has been pyramidini and, at 
p.-nt, far exceeds estimates of a year ago. The 1942 
goal of 45 000 tanks is great enough to equip and main­
tain with :.eplacements more than 00 armorod diviaio,__ 
in action. 

Production of guns of all types baa increMed nearly 
five timee, while production of ammllDition is nino times 
that of a year ago. There are ample supplies of rifles, 
with Gnrands coming off the production line at bettor 
than a t housand n day; both light and heavy gilDs now 
: ... ve reached volume production. 

Army warpl1111e production has been stepped up to the 
point whore, with Great Britain, we soon will exceed 
the pl1111e output of the A.'tis countriC3. Moro important, 
we will have the plant capacity to increase our production 
to the point where we con seize control of the air in aU 
areas of the world struggle. 

r•" S•,e rlerlt. • I O•r Pl••e • 

In perfonl1811ee, our Army Air Corps can be credited 
with spectneular progte&~~. We now have four types of 
combat plane3 better than anything yet produced abroad, 
so far ns is klJOWll. Detnils on air speeds cannot be given 
bccaW!(), with t he declaration of war, these became mili· 
tary secrets. Our new achievements in performance we •·c 
uccomplished not with specially built power units but 
with engines ln regular production. This is purticulnl'ly 
significant because of the promise of improvement 
through the development of more horsepower in still 
larger type& 

American aircraft for some time hove been Hying in 
tile altitude range neeessary to modem bombing tnclies­
tbat ia, 30,000 to 40,000 feet. Credit for this goe3 to a 
supercharger developed by American indllstry. American 
bomber types now in mass produetion are superior to 
those built 8J1ywhere else in the world. Still better models 
are on tho way. 
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The mannillg of these Wlll'Jllanee baa required an im­
mense training program for pilotll, bombardlers, na'ri­
galors, gunners, observers, and meehanic.s. In 19!10 fty­
i~ om~ ":ere bein~ trained at the rate ot 7,(XX) a ;ear. 
:For 1941, tb~ was raised to _12,000 a year-and this rate 
w11.11 p~ m November Wlth the graduation of 1,200 
aviation cadet& 

At prcecnt, the Air Foroes form the IICOOnd largoat 
branch of tbc Anny. Current plans for 1942 eaU for the 
uddiUon. of . 20,000 aviation cadets per month. By mid­
ycnr, l11r Force etren~ will have palll!ed the 750,000 
Jllll rk, and wtll be expanding rapidly. 

1'hrough wide revisions in the requirements, npproxi­
n~tcly 2,000,000 more men are expected te boeome eli­
gJble for the Air Forces. 

At the beginning of the war in September 1939 we did 
not possess a ~unitions indnstry of any great signilieanee. 
We had ~o. build one. Nearly a billion dollars' worth of 
new mumUons plants are now in full operation So al 
bill. • rth · ver 

JOWl wo of additional munitions plants are on their 
wny to ~ompletio~. Among the 23 new munitions plants 
~I ready m operation are some of the largest of tboir kind 
1n tho world. 

1'ho biUions already spent in building tank arsenals 
and powdet· planta, small cities of cantonment.!!, hospitals 
and storage depots will be matched by more billions ' 
our Army grows. 

88 

r•e G• e l : 7,o•o,ooo S.,lll«r• 

In 01e maneuvers of 1941 and in tbe battles in tbe Far 
East the officers and men of tbe United Statee Ann h 
measured up to our traditions of soldiering Y ave 

~w tbe immense frame of our new ~Y ftt tbe thou­
~- . upon thousands of American soldiers who were 
~JVLhans a abort time agc>-the Wyoming 00 eh bo 
111 now a pilot in tbe Air Corps and the H~ rd e~ w 
anee Blllesm~~n wbo is now a buck private in the~= 
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tbe brakeman on the Northern Pacific who 111!00 to work 
out of St. Paul; tbe student; tbe school teacher ; the clerk; 
the man wbo ran a newspaper stand in New Orleans; 
young men from Maine and California and the Miesia8ippi 
VaUey. Yesterday comparatively few American famlliee 
were ~presented in the Army. Tomorrow there will be 
comparatively few that are not. 

More than ball the present Army is made up of men 
chosen through tbo Selective Service System. Up to De­
eember 7, 1941, .the Selective Service System had regis­
terod 17,672,000 men between tbe inclusive ages of 21 and 
35, and around 925,000 had been inducted inw 01e Anny. 

A wave of voluntary enlistments was one answer te the 
wave of Japanese planes over P earl Harbor. To insure 
the fullest pos3ible supply without taking essential men 
from the llllliCmbly lines and the forges, from the shipyards 
and tbe munitions plants, tbe Selective Service Act was 
amended. The amendment expands the age brackets for 
military service to include 2<>-year-olds through 44-year­
olds. All men from 18 to 64, inclusive, are required to 
register for all kinds of war work. With tbe now law, 
the United State~~ will be able to recruit an Army e~~ti­
mntcd at 7,000,000 men. 

'fhe Army has como an nswundingly long way since 18 
months ago. Then, as General Marshall said, "Encb divi­
sion constituted n force which, when concentmted 3 or 4 
months later, would pcnnit one regiment to train-if all 
I he olher troops of the division stayed in camp and loaned 
their transportation te tbat one regiment." 

r•4t l'•t•re I • tile Pre • e•t 

Today, tbe Army is encamped all a.long our seaboard, 
far inland, at our overseas bases, and in the Canal Zone. 
Our Air Force can strike from tbe mainlttnd and (rom 
our overseas bases against invaders of our country or 
South America. Teams of air and mechanized forces 
have shown in maneuvers tbnt they can work wgetber 
effectively. 
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Yet, na Secretary Stimson said ju.at before the Azia 
&truck: ".In the light of preeent world conditione the 
Army ~~ucb we are now training ie fa r from large. Our 
toW m1hta'"?' forces amount only to a slightly larger num­
ber ?f 1!0ld1ers than were contained in the annies of 
BelgiUm. IUld Holllllld at the time when they were over­
Uirown. 10 a few days by the might of Germany. We 
are try1ng to ann them with weapons of a better qualit 
than tbOilc in the bands of any other 110ldiere in thy 
world, nnd we are trying to fit them to be not only th: 
l'<}n•1 of ""Y Rnch soldiers but to serve •s the le~ders and 
~e~chers of the large forces which the future may ebow 
1l1s necessary for us to raise." 

Tbnt Cuture has now become the immediate present. 
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THE JOINT EFFORT 
o.r v ••••• "'er "' ... , •• 

The sw1 never sets on tho men and materials or tbe 
Lend-Lease Act, pnssed by Congress a scant 10 months 
ago. It is a unique war weapon. The men who fight or 
labor under U1e banners of lend-lease range from young 
British pilob, trained in the United Stutes, to steam­
shovel men at work on bases in the cold llUd Cog of 
Northern Ireland. The materials vary from vitamins 
for the babies of lxlsieged England to bombers uud tanks. 

The theater of lend-lease is the world itself. Thirty· 
three go,·emmenls, in addition to the British Empire, 
are eligible for benefits. The United Stales, with roughly 
7 percent o( U1e world's area and population, bns pledged 
itsel£ to become Ute arsenal of democracy for 72 )JCrcenl 
of the world's area and for 64 percent of its peoples. To 
this end utmost $13,000,000,000 has been appr-opriated. 

D001; the Axis plan a pnslt eastward' We 01-c p l-cpar· 
iug for such a thmst. Out of lend-lease fmJds, D .-i tish 
buses ore be ing built at Rangoon in Buxma, at Karach i on 
the Arobiuu Sen, nnd other vital outposts on the Pc1-sinn 
Gulf nnd in El"itrca. With $50,000,000 from lcud-lcusc, 
the Army Air Corps Ferrying Conuuand bas deli vcrcd 
more than one thousand planes, in the main bought with 
British funds. Pan American Airways bas received a 
•ubsidy !or a new route across the SouUJ Atlantic. An· 
other lend-lease air line reaches to I celand. 'l'n1cks sup­
plied with lend-lease fuel and oil careen over tl1e crazy 
t wisls of tho Burma Rood, China's main life line. 'fhc 
United States Public Health Service is battling malaria 
an1ong the 250,000 Chinese laborers wbo arc building a 
rnilrond, paralleling the Burma Road. 
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The "1"\'lnt ively smull trickle" of nssistanco-eo it wa.s 
descrilx>d llll!t September-can hardly be called n river 
e\·cn now. But it is a stream nod it iB gro";ug frust. 
Lnst ;larch only $18,000,000 in lend-lease nid were given. 
By N ovcmber 19U this swelled to $283,000,000 n month. 
A grnnd total or 1.2 billion doDnrs hlll! been SJll'nt whieb . ' 
IS some 10 percent o£ aU we have spent for defense and 
wtH' since the Lend-Lease .Act wns passed. 

'J.'ho stt·cmn must become a t·ive r, a tort'ent, und UJen 
II Oood. 'l'miuiJJg British pilots, gum·ding t hu hculth or 
!how who labor ou the B urma Road, rcpnh·ing wur and 
n:ct·<·hunt vessels-all must continuo and be augmented. 
l Innes, tanks, gw1s, annnlUlition, and food must Oow in 
even grcnter quantities to Russia, the Dutch East Indies, 
Au~t.t·aha, Burma, China, Africa, U1e Middle East, the 
Brthsb Isles, and South America. 

The s!oty of lend-lease goes back to the collapse or 
Europe. France had been buying here. Orellt Britain, 
!o a J~uch greater extent, bad been exchanging her credits 
m !Ius country lor mmlitions and other supplies. The 
sprmg of 1940 brought disaster. An invasion of England 
~'l'med . c.ct1aiu. . W c did not wait upon technicalities. 
llw ~,.,,,~h. recctved all the guns, munitions, oucl other· 
supplt~s wluch we could spare. The guns wo t•o o£ Wol'ld 
Wm· ".llltngo uucl their value had been w1·itlcn down J't·om 
300 ."~'Ilion to 4:J 1~1ill ion dollars. Yet th~y ntight w~ll 
bn,v,c ;;nvctl the Brtttsh I s les bad England bccu i uvnd~d. 

l hnt sttnuner the American people awoke to thch· own 
unugrr ~nd the first of the defense billions wns provided. 
Om· pohcy wa.~ defined by the Pr\'~ident-dcfcusc of the 
Western _H~misphere; continued and increasing aid to 
Oreal Drtt.am; Ute freedom of the seas; denial of IIJ>)lea.'IC­
mcnl to lhUcr. 

B . B . 1778 

~y now it wns a joint effort. 'l'he winter nnd early 
$Jmng o! 1940-41 made it apparent that the joint e fTot1 
would fotl unless !be hands of Btitnin were upheld. 'l'hp 
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British, wbo bnd continued to buy ,thnir n~itics of 
war were running out of dollars. Ships were bemg sunk 
in UJC .Atlnntic at the rote of 5,000,000 tons a year. On 
January 10, 1941, 8 bill with the historic nur~ber, 177~, 
was introduced in the Rouse o.f Representatives. This 
was the Lend-Leiii!C Act. It was followed by an appro­
priation of $7,000,000,000. Seven monilis later 8 second 
appropriation of ucnrly es,ooo,ooo,ooo was approved. 

It wns relatively easy to appropriate the billions; it wns 
infinitely more difficult to tr81lsfonn the dollars into 
weapons or services or food-and, finally, to get them on 
ships en :route to tlreir destinations of despe,.ate need. 
No Oovcmmcnt agency existed to do the work. Our 
industrial productive system was already jammed. The 
shortage of ships grow hourly more grave ns the sinkings 
continued. 

The first organization created by Executive order was 
the Dh•ision of Defense Aid Reports. Subsequenlly, Ute • 
Division's name was changed to ilie Office of Lend-Lease 
Administration. A clearing bouse for requests lor aid 
from the nations which are fighting the fight of the 
democracies, the Lend-Leiii!C Administration buys nothing, 
pt·oduccs nothing, delivers nothing. Tl1c purchasing, pro­
ducing, and delivering are done by the War and Nnvy 
Dcpnrbncnts, the Department of .Agriculttu-c, the •.r,.eas­
ut·y Dopa t•t meut, and the Maritime Commission. 'J'he 
State l)cpartmcnt makes tbe agreements whc r·cby nations 
receiving as.'listnnce elem·ly understand their rights and 
obligations. The Board of Economic Warfare is con­
sulted, ns is the Office of Pt'Oduction Management. Final 
detenninaUon of lbe countries to be assisted rests wilb tho 
President . 

Actual exports sent abroad thus far hardly exceed $000,-
000,000. The balance of the 1.2 billion dollars already 
spent wcnt for services rendered, for air and other train­
ing programs in ilie United States, for the repair or ships, 
the const.rucli~ of munitions plants. Future erports will 
be gigantic when we achieve alJ-()ut war production. 
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or the total of 2.8 billion dollars appropriated for avia. 
tion, 2.7 billioll3 already have been eannarkcd, and eon­
trncts up w 1.8 billions have been let. Few of theee 
airplnnes have been shipped abroad aa yet, but they a~ 
beginning to come off the nssembly lines. 

Ot ber aerial warfare activities financed by Lend-Lease 
include tbo Army Air Corps Ferrying Command, new air 
lines across the South Atlantic and .from West Africa to 
Egypt, now airports, tbe training of thousands of British 
pilots. 

For lend-lease. ships and shipping, nearly $2,000,000,000 
bas been nuthoru:ed. On our East and West coasts on 
the Oulf of Mexico, and on the Oreat Lakes 26 shipy~rds 
are turning out lend-lease ships. Existing yards are 
being enlarged and new ones built. 

Sailors of British war vessels and merebnnt ships have 
been fed and bou.sed here while their ships were being 
repaired. 

Lend-lease appropriations for war on tbe land total 
almost $5,000,000,000. This will go for ordnance for 
tanks, for miscellaneous military supplies, and ro~ cx­
p:mding production facilities in the United States. .All 
this is aside from supplying food. 

:1•o Great Bri~aiu have gone g~ws, tunks, mcdiool sup­
phes, raw mntennls, and machine tools. 1'bese necessities 
are tAl go also to Australia, New Zealand Ind ia and 
South Africa. Several hundred American' tanks' have 
ulready been in combat in the North A!riean oompnign. 
~·d to Chin~ is far from adequate. But heavy ma­

cluncry of vartous kinds has been sent. Materials for 
th~ new railroad along the Burma Road have been sup­
phed; nl'IO anns and ammunition. 

Russia is promised $1,000,000,000 in lend-lease assist­
ance. by. June. Am~ican material has been going to 
RUSSia Btncc July, pn1d for by Russia and not under lend­
lease. Lend-lease shipments, still far from lnrge enough, 
11 
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are cxpooted to be ~tepped up ~pidly. This will include 
Iorge quontitiell of 011 and gasohne. ............. , .... 

The millionth ton of American food has safely arrived 
in Euglnud. This bas defeated Hitler in his attempt, 
Uu'Ougb submarines ~d ai~t, to starv~> Ettglnm:i into 
submission. For a time tbiJl was a real threat. As long 
as present shipm~uts are maintained, Hitler will 11ever 
starve England. More than that, with fuller rations, 
British workers will be able to increase their production 
of rmmitions. 

Food for England was a primary objective of the Lend­
Lease Act nnd is one of the most successful parts of tho 
entire progrnm. Over half a billion pounds of meat and 
fish products bad been provided by the end of November 
1941 in addition to hundreds of millions of pounds of ' . sugar, eggs, milk, fruits, vegetables, cereals, and grams. 
We have undertaken to do much more. By the middle 
of 1942 we will have supplied these totals: dairy products 
equh·olent to 5.6 billion pounds of milk; meal nnd lard 
from 9,000,000 hogs; eggs from 40,000,000 hens; 45,000,000 
pouuds of chicl<en-nmong other items. As a whole, food 
sbipments will represent 6 or 7 percent of our tot<~ l fa1111 
pt-oduction .. Woolhor permitting, production o[ those 
foods most needed for humun health will bo gt·catc•· thm1 
evct· ill our history. 

No touch of altruism lies in the lend-lease progt·nm. 
We hnvc been sending supplies to the nations which huvc 
fought a delaying action while we were getting prepared. 
In exchange for lend-lease aid, Americnn airfields have 
been pennittcd in British territory in Africa; from nil 
over the world we arc getting vital supplies of essential 
war mntcrial&-ehromite, asbestos, platinum, tung oil, 
tin. tungsten. 

Tbe purpose of the Lend-Lease Act is military. It is 
a war wcapou. Methods of repayment have been left 
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until arter the war. The law eaya, "the beoe1U to the 
United States may be payment or repayment in ltiDd 
or in )>roperty, or any other direct or indirect benefit I 
whi~h the President deems eatisfacl.ory." 

The fi111t benefit is to be the defeat of the Ali& 

I 
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THE BAffiE OF ECONOMIES 
r .. su •• , 1Far 

While our eca, land, and air fighters are meeting tho 
.Axis throughout the world, action has been joined on 
6till another front. This silent and stubborn battle may 
well be tho most decisive of alL It is tho battto of 
economies. It ia a war of commerce and shipping, of 
barter and buying, of loans and agreements, of blacklist 
and bloekado. It is starvation for our enemies and f<>04 
for our !riends. 

The term "economic warfare," with aU its exciting, 
if vague, connotationa, has become familiar to tho a•·er~~go 
citizen in recent months. J ust what does it mean f It 
means fighting the Messersebmitt before it is a Messer­
sclunitt, tlghting the tank before it is a tank, smasl>ing 
the submarino before it enn go to sea. It means prevent­
ing tho manufncture of Axis weapona of war by prevent­
ing U1e Axis from getting raw materials. It means get­
ting raw mater ials for our o•m production. 

In the days of the Napoleonic wars, indeed of our own 
Ch•il W nr, tbe technical equipment of annics was rela­
tively modest, and a bcUigerent nation could furn ish its 
own metal and supply. To prosecute war successfully 
today-to build planes, ships, armaments-raw materials 
must be brought from every corner of the earth. 

The production of the tools of war is an endless ad­
venture into chemistry and metallurgy. Armor plate for 
b:ltUcships and tanks requires not only steel but manga­
nese, nickel, chromite, tungsten, and •-nnadium-eomit1g 
from Latin America, Canada, Turkey, Africa, and China. 
Armor-piercing bullets and high-speed tools depend upon 
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tungsten that comes from Chinn, Bolivia, nnd tho Arge 
tine. PlotinUIIl is needed in the mnnufncturo of ~ 
ll'l!S (lOWder. PlatinUIIl comes from Colombia c~mo da 
South A/rica, nnd tho So''iet Union South '• - ~8 ,' 
'-~ . . . · LUJJCrrca 8 
uanlltO bceorll{'S nlununum for rurplanes. 
. For more than 18 months a host of Ooven1mcnt 

C = • b '"· · . ngeu~ 
'-·~· ,nc wor .. ulg tn 1ts own specialized field, hns been 

lnyrng I he battle lines to see that we get thcso ncccss'f 
and that tho Axis doesu't. 

1 
res, 

7llle Pre-War B•"•ll AU•"• 
One .or our most important moves in this bntUo of 

:;oonomrcs bus been to counter the enemy's nttncks upon 
s. , ITo bn~ worked for many years to wcnkcn our mili~ 

tnry potcntrul. Through patent controls and cartel 
mcnts he succeeded in limiting Amcri·•- prod l' agree-

rt [ 
. ~ uc ron nnd 

expo o ~lnny v1W materials. He kept Ute prices of 
thcso mntennls up and the output down. He wns wn . 
war, and he .did. his work well, decoying important ~~ 
1~nn compames mto agreements, the purpose of wltich the 
~:d not scr.1se. ~ur businessmen were peaceful trader: 
1ho enemy s bust~Ps.~mcn were and arc, all over the world. 
agents of nggressrou. • 

. 'floc list of materials affected is long-bcr·yl lium 0 Jli 1 l~rsl rumcnts, mngtrcsimn, tungsten carbide, piJn;•rr~nc:.~ 
hcn ls, bo1'1110ncs, dy~s, and many more. \Vhcn you match 
CIICh product with its military use, the significance of the 

:::~~ ~~~;tor~~~~kccl e~.:· 
11 
Ber~Uinm is a v~tal clement for 

· " ""e spr1ngs · magnes lk . 
pltom•s nnd incendiary bombs· n,;,gsten en:~~~ ~11 . cs n~r~ 
for precision machine tools. ' 

1 1 
o IS csscnttal 

Concealed behind dummy ti 
unchi'Cked for ·en . corpora ons, the enemy went 
ha t . ) rs, USing our own legal mncbiJlery to 

ms rmg us. In the summer of 1938 o 0 
began to fight back In -" . nr ovcnunent 
. . . v..., .. gation ~onv.•urc tit t 
mdrctments ond d~- ... b • - · .. - , an rns 

• --~ u.ne rokcn u f 
agreements that bound us. Every prod J 1 !":Y boo ~e 
now (I'Cil from restrictions. u IS n vo IS 
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Our Oovcnuneut also has worked to break eartd ar~ 
rnngements llllder wbieb certain of our products were shut 
off (J'Om So•1th America and other markets of the world. 

'•rei•• f1••4• C.•tr•l 

Not 1111 our action on the economic front hns been de­
fensive. Since April of 1940 we also have carried the 

economic battle to tho enemy. 
More tJ1nn $7,000,000,000 of assets of 33 fo1·eign coun­

t ries have been f1w.en in the United States. Sncl1 action 
nutomaticnlly severs normal economic I'Clations between 
the United States and these countries. 

Foreign funds control helps our friends and harms our 
enemies. Wl1cn Germany invaded Denmark and Nor'\"ay, 
t11e President, by Executive order, froze Danish ond Nor~ 
weginn assets in this country. Thus, the assets or U<ese 
countries nre prevented from falling into A:l:is bands. 
As other nations were invaded or dominated, the control 
was extended successively to the Netherlands, Belgium, 
France, and the Balkan States. 

In June 1941 the assets of Germany, Itnly, and their 
satellites were frozen and, shortly afterward, the assets of 
Jnpnn. '£be control now embraces aU of contincntnl 
Europe except Turkey. Alter the fnll of )fnnila the 
as.~ets of the Philippines were frozen to thwart the 
Japanese. B locked assets include bn1lk deposits, cnr~ 
mnrked gold, securities, merchandise, patent~, business 
enterprises, nnd other forms of property. 

These things, in themselves, are the tools of economic 
warfare. The freezing of assets paralyzed Oennnn and 
Italian e fforts to acquire vital and strategic mnterinls in 
the Western H emisphere. Tbe Axis was using American 
dollars and American bankin' facilities to underwrite 
snbotnge, spying, nnd a propaganda campai&n in both 
North nnd South America. The blocking of A:l:is assets 
abruptly choked Utis poi!Onons stream. 

Against Japan, the blow was e,·en more telling . • Japan 's 
PCOnomy iR heavily dependent on impor·ts. So is ber war 
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llUIChine. Japan's purcltMCS of mercury-vital in certain 
cxplosiv-inereased 240 times in 1940 over the amonnll! 
ncxtuired in 1938. Her purchases of zinc increased 60 
times. In a 2l6-year p~riod she bought 4,350,000 tons of 
f!Ct·n p iron nod steel here. '!'his accttmnlntiou of stoclcs 
fot· the wttr that is now 11 reality ended on Ju ly 26 when 
the Unilw States, O•·eat B ritain, nnd the Dutch oimul­
tuurously applied f•-eezing control. 

Approximately 2,500 bu.siuess enterprises with varying 
dc>g~ of foreign domination now are operating under 
hecnses granted by Ute Foreig11 Funds Control. Encb 
firm is rt<juired to nie nn ruilonvit giving the organization 
of the corporation, officers tmd directors, natu~ of Ol>er­
ntionfl, nod its principal customoa'S. Periodic reports must 
nlso be filed. As a result of this, plus the first compre­
honsi vc census ever made of forcig11·held property in the 
United Stales, the 'l'rcusuq Department now h11s in its 
tllrs strategic information on the structure, activities, nnd 
bnckground of .lUis-owned and Axis-dominated concel"llS. 

All security aecotmts of foreig11ers have been frozen. 
'fhe unlicensed importation of securities from nny foreign 
eountry has been prohibited. Tllis struck against the 
Axis, which has attempted to dump into the American 
rnna·kct a wealth of secul'itics looted fr'Om fallen countl'ics. 

Th•• ntnrhll•t 

Anothr, t· powerful weapon in fighting Axis influence hns 
IK'c.n I he ~laeklist or, to give it its legal name, the P•·o­
•·llltntNI Lrst of Certain Blocked Nationals. First used 
ngniu•t Axis agents in this bcmisphel'e, the Blacklist has 
now been extended to rover the neutral nations of Europe. 

'!'he Blacklist ill in effect a roll call of individuals and 
tlnns with which Americans must not trade. '!.'here nre 
now nt>Jlr?ximately 5,600 names on the list. They rep­
t·esenl btlhons m AXIs investment. In one small Central 
A me r·ic·an count ry alone Oc1·mnn firms d id m1 ummn I 
business of between $75,000,000 und $100,000,000. 
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'fhe names on the BlAcklist-a Who's Who of Axis 
d reovcr ogentJI and their dmnmics-represent months 111f

1
. c t'gnt'ton and intelligence work by the Office of Ute 

0 · uwcs• . ,.. th D .._ t Coo•·dinntor of Inter-AmeriCan A uJllt'S, e eparuuen 

f J t . 0 'I't·easury the Deptu1mont of Commerce, nod 0 US lC , • . t • . • • tJ . 
the State Department's diplomahe m•ss•ons m >e var•ous 

countt·ics. t ~ ' -' t:i Pa•1iculnr effort has been made to preven ~ocn on 
r the economy of the democracies. of the AmerteaJI, as a 

~suit of Ute eradication of Axis mftuences. Guatemala 
is nn exnmrle. G~nt•nns there owned .oo percent of Ute 
eofl'ec industry. To have barred Uns German-grown 
coffee from the United Stntcs would have created a 
despc•·nto financial crisis in . Ountcmnln. T1-easury and 
Stnl e Dopn>·tmcnt rep•-esentnttvcs nnnnged for the Guato­
uutlllll Oovm•nnent to take ovOI' the coffee c~·op and rieur 
it to this eonnt•-y furougb n centr·nl bnuk Ill Guatemala 

City. II The Blacklist has effectively ended, e.'Ccept for sma 
quantity smuggling, all direct trade with. Axis firms. T he 
problem now is to deal with firms se•-vmg. as cloaks for 
enemy trnding. The profits from drahng m contraband 
RI'C eno1.,10us. Some companies have been offered as 
much ns 75 J>eT•cent of the value of nn export cargo merely 
for t he use of their names as tho shipper s. 

It is now accurate to say thnL Hit'lo•· and his partnol'S 
will flnd no further economic aid or comfort h1 the 
republics of the An1ericas. 

Ot.e r W#•,.••• 
Directing our campaign in ~is battle .o~ tra~e, the 

Board of Economic Warfare a1ds Ute military m Ute 
establishment of bloclcades. It also is empowered to con­
trol exports under n lieensil>g system and to requisition 
nud seize commodities whose cxpo•'t is fot·bidden unMr 
cmcr·gcncy lnws. . . 

Recently 590,000 pounds of tin plnte were setzed tn n 
New York warehouse. Purchased n year ngo und kept 
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in stor~ the tin plate was consigned to an industrial 
concern in a nation now dominated by the Axis. Thou- • 
sands or tons of aluminum and iron and steel producb! •f!.S 
originally billed for similar destinations have been found 
in warehouses and in railroad yards. The Government ~ 
ls taking over and using these goods. 
, , Oon~l of exports and the. BlaClklist are inseparable. 
[he ~luprncut of runny nonVltal comrnoditios to South 
Amerrca and the ~ritish Empire is [reely permitted under 
so-called general lrceuses, but sucla liceuses are not granted 
urrtil the Blacklist bas been consulted. Is.~uing of licenses 
bas been greatly speeded so tlaat legitimate industry does 
not su fl'~r. So.rne 3,000 applications at-o being handled 8 
dny. In ruost mstances a decision is made within 2 days 
Th~ eli~ninution of Axis-controlled air linos in South 

Am~rtca IS another excellent example of successful eeo-
nomtc warfare .. The shipment of high-octane gasoline to ) 
suspect comparues was cut off. Most of the Republics 
wanted lo buy out foreign owners but lacked the means 
An 8-million-dollar lending fund was set up to faciUtat~ 
th~se purcb~ses. In September of 1939 ther-o were 4109 
males or A.'<ls-dominated lines in Bolivia ; now there 'are 
none. There w~ li,~ miles in Colombia, 594 mjles in 
~u?do.r, 1,210 nnles m Peru. Now there are none. The t) {l 
JOb IS V1 rtunlly complete in other cotmtrics. 
~ot content t:o block the. export of products f 1·om the 

Un.tt:ed Stutes ~the ADs, we have 'yorkcd to prevent the 
Alns from get.hng strategic materials from uny COWJtry 

\~e bnve contracted for the pul'Cbase of materials wbjcb 
nugbt otherwise be sold to enemy agents. 
~fore the end of 194.0 agreements had been si ed 

'~hlch assured us substantially the entire copper pr!:'ue­
tion of Chile, Mexico, and P eru. In November 1940 we 
~greed to. b~y almost all Bolivian tin not earmarked' for 
J l'llat Bnta~n. A few months later, in the face of higher 
a~~~~ btds, an agreement was made to urcbase 

BohVIa s. entire tungsten output. Under the 1~ a ce­
ments Wttb Brazil, Mexico, and Peru, we a!'ll. lakin: the 
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nti re exportable surplus of almost all their strategiG ma­
~rials. Wo have made sinillar arrangements for the 
control of Colombian platinum and Cuban sugar. 

S•f'f'lfl•f • • .,.,.,..,.r., 
Choking off the enemy's solll'CeS of materials fitted 

naturally into our broader efforts to obtain our own 
stocks. '1'he Government's stock-piling program- to build 
up rese1·ves of imported war materials which might bo cut 
ofl' in time of war~begun in the swnmer of 1939, but 
fcobly. It was stepped up after the fall of Franco. 
These reserves wiU continue to be bolstered, but tl1eir 
exnet size will be kept secret. As users of tires and golf 
balls ure now nwa r-o, supplies of some materials nr-o not 
sufficient to meet both our fighting needs and our civilian 
desires. 

Special studies have uncovered processes for treating 
low-grade domestic ores, providing new sources of stra­
tegic metals. Agriculture research men are working to 
develop substitutes (or materials which wo have imported 
fi"'m the Far East. New uses have been found for some 
of our own most common products. 

In the case of rubber, we nr-o supplementing our stock 
pile by building syn thetic rubbe1· plants, by increasing the 
reclnimiug or l'ltbb<ll', by stimulating rubber production it1 
South Amcr·i M, nnd by preparing tbe way for increased 
production of guayulo r ublx!r, wb ieb comes from 11 sh r·ub 
we can gl'OW in our own Southwest. 

Our dependence on the democracies of the Americas 
for strntegic mntoriala carries with it an obligation to 
send itt return tbe manufactured goods they can get 
nowhere else. It is a part of our economic policy to con­
tinue sufficient exports to our neighbors to satisfy their 
minimum essential requirements, treating their civiUan 
needs as we would our own. Special consideration bas 
been given to supply them with machinery net'ded for 
their pnrt in the pt·oductivo effort. We have granted 
~lriJOrt lic~nlWs for tin plate to maintnitt the cnnning 
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industry or South America. We have given high priority 
ratings ror railroad equipment to Brazil. 

The aUocation of supplies iB worked out, eo tar as I 1~ 
possible, in cooperation with the other Amcriean o0 , •• 

emments. 
To aid in the financing of these purehW!cs and to 

doveJOJI new, untouched resources tho Export-I mport 
Bank bns granted loans and credits to eighteen American 
republics. For example, credit was extended to Brazil 
for the erection of a steel plant. Costa Rica, Ecuador 
Niearngua, E l Salvador, and P anama havo received loan~ 
for highway improvements; Haiti fot· mbber producti~u. 
OutsU!nding loans and undisbursed commitments now total 
approximately $290,000,000. 

Beyond today's objective, to defeat the Axis in the war 
lies Ulc peace of tomorrow. The economic highways w~ 
llave pioneered in wa.r will still be there. If we ha'l'e 
pioneered well, tbe blows struck in economic warflll'e will 
be blows struck for our future freedom and prosperity 
and tho freedom and prosperity of all lriendJy nations: 
large and small, everywhere. 

21 

SHIPS FOR THE WORK OF WAR 
Tl"' 61••• ill Oar 8•&&1•••111 

A major objective of our war program is the building 
of a merchant shipping fleet on an unprecedonted 8CIIle. 
J:iae war iall8 &pl c:;;! v•& all the continents and all the 
oceans. The whole planet has become a battlefleld. •rro­
mcndous quantities of supplies must be sent across un­
counted leagues of water. Our ships must take them 
across the Atlantic to Britain, across the Paciflc to Russia, 
India, and Burma, north to the Arctic ports, and south 
into the Tropics. 

Our supply lines must reach from our own industrial • 
arsenals over the seas to fighting fronts of the whole 
world. The :Maritime Commission is now launching ships 
at the rate of 1 every 24 hours. In the next 6 months, 
or oofore, it expects to be launching 2 a day. Present 
schedules call for the building of about 2,000 oceangoing 
vessels. Eighteen hundred of these are to be ready by 
the end of 1948, in accordance with the expanded schedules 
announced by tlae President. 

Today's program dwarfs our First World War building 
of the bridge of wooden ships. At the time of tho n1'mis­
tiee peak employment in American shipyards Wll8 about 
350,000 men. We bad at least equaled and po6Sibly ex­
ceeded that total before our entry into thiB war. At least 
750,000 men will be at work buiJding ships in America for 
ourselves and other nations fighting the Axis when the 
present program is in fnll operation. New methods of 
prefabrication and welding have drastically cut the time 
it takes to build ships. 
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U1> to the beginning of Deeemoor 1941 contracts hod 
been @igned for 999 ships; keels for 272 bad been laid; 154 
bod been lnunehed- ond 123 of these had been delh·ered 
and sent into active service. 

A<-<:onling to the schedule set before President Roose. 
•·cit onlrrro frtrther iJJcreascs in 1942 ond 1943 produc. 
tion. 79 new nwa-ehont ships were to be luuuched in thr 
fir-st qunr·tc·r oF this yem·, 131 in the second qunrler, 16'7 in 
the thil·d, mad 140 in the fourth. F o r· the fi r-st q uoa·ter of 
Hl4:l tlro•r plans culled for 154 vessels, 166 iu I he second 
qrrnl'l er·, HiS in lhe th ird, and 173 iu tbe fout·lh. 1'hoso 
Ogrr r'('8 til'(• rrow bc iug revised up•7a r·d to meet the goals 
sd by the P r·rsidcn t. 

With I he Novy a lso catTyi ug out the greatest progr·om 
for building fighting ships in our bisto•·y, t he eopoci(l• 
of ou•· cxi~tin~t yards wos long ago exceeded. To meet th~ 
dc·urond, thr ~fnritime Commission has ordet"e<l 131 new 
shipwn_,.,.. More than 95 pe~nt of them Ol'C already in 
UlW :tnd thr •~t are to be in production in the next 2 
months. Shipyard facilities ha\'e inct-cascd since the 
C'ouuui,.,inn IJ<'I(lln its program in 1937 from 10 yards with 
46 ~hipwny~ e:t(Jnblc of fuming out vessels 400 feet or 
m<n-e in lcrrgth, to 40 yards with 275 ways, cnpo blo of 
thiN w01·k. 1'werr ty-nine of these ynrds- with 202 ways­
:H·e d••voll'<l to building ocearrgoing mcrchnutnr~n. T he 
40 ytH·ds nr·c stmtegically loca ted along ou•· Atlant ic. 
Gul f, nucl l'ncilic coasts to take t he fullest. nd vnntn!(~ of 
t·xi•lin.r: I'H(·i lit ics. labor supply, and ind ustl'ia l l>rod uction. 
Other· yruxls and plants, nrony of them on the Oreal T,akes 
a r·c lauuehing n g r·ent many smaller craft of importance t~ 
wor w01·k, st~cb as coastal tankers, coastal cargo boats, 
bargct<. ~rngorng and hn•·bor tugs, and the loug carriers 
that co 11·y Ol't' down the Great Lakes. 

T'" s•111 ..... . ,~. ....... ,. u • ., 

Speeding .nJ> ~r tbr present huge constn1ction program 
d~p•mds lll'llllnt·•ly on labor, matet·ials, and equipment. 
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'fire principal shortage of equipment is in propulsion 
tnnchinery~ugincs to make tbe boats go. . 

A wide dU.tribution of work nmong av~tlable manu· 
rneturiug ~-oncrt·n;t, large ru1d small, was dcnscd when t~o 
construrt ion p1-ogmm first got 1111dcr way. T he Comnus-

·A11 rf'I>Or ts thnt the shipbuilders of America hn•·e np1>lied Slv f • ___ 1 , .. 
their ing~uuity to the developmen t o · new u:atn tquc~ to 
the end thut 11 shi pwny shall become, ns nearly ns posstblr, 
:\U HSSt'lllb ly JinO. 

Artl•r th<· Nozis got cont rol of E m-ope's cont inen ta l 
,.0118 t fr•om N(!I'WIIY to Spain , a sbol'tugo of sh ips to rrrcot 
out· conrr lll't'einl needs ond our promised a id to B l'itnin 
!<MU dl•wloprd. As t he flghl i11g lit'l!as spre:rd ovN· t he 
cul'l h. t he ~lrot·lnge wns aggmvated. Since the ucginn ing 
of tllc wtll'o the Conuni•sion bas permitted tllc b·un~fcr of 
?.!1 •hip,.._\'l'••rls uf 1.000 gross lous and On'l'-10 fot't'ign 
ling•. Thl"'{' ships total 11pproximntely 1,100.000 gros.• 
ton~. 'flrcy t'UIISistrd or Vi:><'lCIS considet't'd obsolete Ct'OIIl • 
nn ecottolllli(· •tandpoint. ) lany bad not bt>vn iu usc for 
SC\'t'nll Vt~UI'S. 

Anotiwt· 200 ws.•l'ls. totaling about 1.500.000 ,l(I'<I:!S tuns, 
have IK'('II tt·ansfer·r-cd to .Army aud Navy use si11ce tbe 
r:rl l or l!J3fJ. 

)l•H'(•ov"''• t he Prx•si•lent directed tllc Cornrnis•iou in 
Alll'i l l!J-~1 to n••(·mhlo n 1>ool of 2,000,000 tons of s lri i}Jiing 
1., be a llotted to tlw nn tious resi;;ting nggre~~Siou. 

A ll thr"r h·n n" f.e.·~ nncl allocations accoun t for mot•o 
tlrllll 4.000.()()() ,l(I'"SS tons of shipping, 50 pc r·c~nt Of t he 
8.000,000 hrr r~ of occt11rgoi rrg me•·chaul shipping avoilnblc 
to litis ('illllltl')' wbcu we went to war. 

i\lruntimr, whilr the ~hips we•-e being trnn~Crt·r·rd or 
alh><·:rl\'ll, the volume of good:; to be trnn•IJOrted gtx•w. 
lrr 19:18. orr•· Krn-hornc foreign trade cnlll-d Cot· the trnns· 
IMwtutiuu ur 7;>.000.000 (•nt-go tons. Amet·ie;m shjps moved 
nboul 26 J>CI-tent or this trade. Now. pt't'limiuat·y csti· 
mutes indicntc thnt the totnl movement of our CX)JOJ18 nnd 
imports for 1 9~ I exceeded 80,000,000 eorgo to~:md .that 
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Arucricnn shillS nct'Onnled for 33 percent of this movement. 
Under the Ship Warrants Act, approved lost J uly, the 

Commission is authorized to prescribe conditions as to 
shill operations and, in that way; to enforce prioritiea in 
nil merdrnnt slripping entering American ports. Britain 
has n similar sy~tem-so that our two nations, between 
them, ran exercise control over the opcrntions of virtually 
all the wor·ld 's merchant shipping not under the fist of 
the Axis. 

'l'o clnte, the Commission and our 1111l1Cd forces have 
ut-quir"(!(] tire services of 100 fol'eign vessels, nggr·ognting 
uoor·r lhnu G5U,OOO gros.~ tons, whlch had been immobilized 
iu Arurricnn por1s. Other Amer·i011n 1-epublics have 

siruiln l'ly taken O\'Cr 72 ships amounting to more than 
:!00.000 1!1"0&1 tons. These actions have helped alleviate 
the shor·tnge of ships. 

Tire problem of gettin~t officers and crtws for all tbt'!W' 
ships iN ron~idernble. About 40,<XXJ ~<emnen of all ratings 
mrd 10.000 officers now 111"1' SCI"\oing on 1,200 boats engnged 
iu derf}-SCO h·:ode. With a program Clllling for more 
thnn double this number of ships by the end or next year, 
nl lenslnnothrr· 40.000 srnrncn and 10,000 office r'S will br 
ncrdrd. Sonw of thr new ships will cnr·r·y An ny and 
Navy p!'I'KOnrtrl. Some may sai l unde r fl"icndly ror'l'ign 
fill~ wit h fOl'l'ig'n CI'P\\'K. 

' l'hr C'ommission is assuming tbat Cl"('ws will hove to be 
runnel ror· nt lcMt 800 ships. On the nveraj!c, n merchant 
"<'><•el rwtnil~·s :t; seamen nnd 8 officer'S. Eighl hundred 
new ~hi liS would mil for 28.000 ~camcn nod 6.400 officers. 
Some <·nn IK' rwnrited from am<>n~t seamen who have 
.';tirwl or. ""!'o l~nw round hettcr I>O)·ing jobs ashore. 
I he <'onm"""on rs now planning to train ot lcnst 25,000 
new s<'nn"'" nnd 6,300 offi<-e~ in the next 2 years. 

'l'hc I minirrt:·•hip 6('(>t has lx>en incr-eased fr.;,m JO to 18 
wssels. Unlicrnsed pe~onnel. including appr-entice sen-
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are being trained at shore statiorui; licensed olli001"8 
~iations aboard merchant ships, and at four State ma-
rine academics. . . . . 

At two stations training m gunnery 18 bemg grvcn to 
new seamen and officers. This will be extended to other 
stations and training ships as soon as ordna~ce now on 
order is received from U1e Navy. The men. rn our new 
merchant Oect nrc going to be armed and trruned to pro­
tcet tbo 011r·gocs they deliver. 
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A. F. of L. met with rep-uti-rea of iDcluatry to draft 
voluntarily a formula to iJJamoe indllltrial peace and 
pr-event interruptions in production. Tbia -fereoee 
ruched a llllAJlimoua agreement on a three-point formula 
which waa immediately adopted by the Preeident: 

l. Ther-e ahall be no strikes o~ lock-outa. 
2. A.ll disputes shall be settled by peaceful means. 
8. The President shall aet up a proper War Labor 

Board to handle these d.iaputee. 
On J onuary 12, the President cr-eated the War Labor 

Board, superseding the National Defenae Mediation 
.Board. Tho new Board consists of 12 members, with rep. 
roaentatives for the public, for labor, and for manage­
ment. In the maritime 6eld,lnbor and management repre-
881ltatives agreed tmanimously on the erution of a aimilar 
Maritime Labor Board to aettle all disputes. The United 
Statee Maritime Commission aaid this agr-eement aasures 
uninterrupted shipping service for the length of the war. 

re• HUU•• W•riJera N••tl A,.,.,. 
War industries are expected to need another 10,000,000 

workers before the end of 19!12. Shortages of eome akills 
cannot be avoided. However, grest aa are our labor needs, 
they can be 61led from the vaat reservoir of manpower 
that lies in our population of 133,000,000. Where in 1918 
only 286 men and 266 women in every thousand wer-e of 
nonnal working age, today in every thou811nd we have 296 
men and 293 women of working age. 

We are prepared to tap this vaat reservoir of man­
power. When industry began tooling up for defense 
the W. P. A. estimated the number of unemployed at 
9,000,000. About 5,200,000 now have been abeorbed. It 
is expeeted that one-half of those still unemployed will 
be at work before next December. 

Since the early summer of 1940 the grestest worker 
training program we have ever known baa been under 
way. Nearly 2,500,000 workers have received training in 

..-tiona! ..,. l !IG eollepl aDd lllli--tlel, aacJ 
1,300 bile~ llore thaD a leboola .... 
iD 10,000 pa t4-bour buis. In addition, ~ b'IIII-

~"'~'!:J youth8 have been give~~ wort ezperieaee 
-• ._, ..... UDder N.Y. A. a:ad C. 0. 0. Work· 

and d.,..eme w- __ ...... b tTa'•'•- wlthill 
· 1 900 planta have been ....,...,.. 1 - .. ers m , 

industry itself. . shortage of "lead men,,. particular 
To olfaet the eenons . . 

h · hill! been laid on the trauung of foremen and 
:~r:!rs. Since August about 1,2,000 supervieors have 
bee trained in 700 plant& The goal is to tum out sro::m aueh eupervi.son, 200,000 of them in the next 8 

months. ~·•--' • t · For eome alrilla, S to f years are ....... ~.,.. ;o ram 
workers. The emergency demanda ,:mort-eu~ ?ey 
have been found in auch devices as up-~, .by 

hich workers are moved up through the htgher alrills :thin a plant and new workers are hired to f!ll thelr 
plaees. One aircTatt factory was able to expand its labor 
force from 1,200 to 7/IX) in a few montha. Employees 
who had done nothing more complicat~ than handle a 
wheelbarrow were "upgraded" to senutechnical opera­
tions on the assembly line. 

Labor unions in the skilled and semiskilled trades have 
been eearebing out former members from the stores !'lid 
6lling stations to which they went during the depre~11110n. 
A more intensified recruiting of Bllch work~rs w~ll be 
launched immediately after the new draft regtstrabon. 

The 1,500 State employment offices scattered ~ughout 
tbe country are being oentrali.r.ed under the U~tted ~tala 
Employment Service. The Employment Sernee wtU op. 
erate on the basis of regional labor markets and clear 
reque;m without regard to State boundaries. 

••II' w .. u4- a.. P•r• 

The Employment Service, too, is trying to plaee every 
available farm worker. With record crops in pJWpect, 

Regraded Unclassified



u acute lbon.p ~ en oa~ 
hiP eaoacll to 
tboiiiiDCII of 10UIJC ._ 
foro& To 8pt W.lilodap, tan. 
ehildlea .. wen .. -. wfll ..... 
harder. City 7oatbl probabi.T will be 
to the tam. for __ , , jot& .I. ~ 
may be recruited. 

Determined to eDd njdlqr, 0. :P. )(. '• .r,...,_ Di'riaion 
haa been arranging iDd118trf-wide ecreeaMmt. ~tween 
worken lllld employem, 1Jtabj1iMiaa l'&i.W QJ;]M9' ID~fa 
doing aimilar wort. Agreemanta already ha'fe been 
worked out in the ehipbnild!ng, aviatioo, IIDd OOIJitruetion 
industries. Without aueh acreemezat.a, abl)l1'al'da, aircraft 
plants, a.od coDStroetion projecta would ~ ill pay. 
iag higher wages, the Govel'DIIIelli would ha'fe to pay 
~o~ for munitions, aud produdi011 .cbec1uJea would be 
darupted by needless migmtioaa of ~ 

A Committee on Fair Employment Practice in 0. P . M. 
baa been working to eliminate color, creed, and nationality 
prejudieea in the hiring of workera. E&rte are being 
~do to ~eve! the barriers against older workera. In the 
ratlroa~ mdustry the age limit for hiring skilled labor baa 
been raised from 45 to 51; for 11Il81tilled workers, lrom 45 
to 60. "'···· .,CA., ....... . 

Beginnings, too, have been made in the J:emrlting of 
women for war work. During the Jaat war uearly one­
fourth of ~I the employeea in aireraft planfa ~~ women. 
&fore this war ends, on&othird of our aircraft workers 
~Y be women. In 80ill6 planta women already are doing 
ligb~ sheet-meW. work, riveting, welding, spray painting, 
pasting, and glumg. Women have been found particu­
larly adapteble to small-arms ammunition work, and in 
the Frankford Araenai in Philadelphia nearly 40 percent 

or. ner aa ~... '•-.=s -...... --.. , .... 1 1'b' 's " / ,,.. 
"' I t I Itll '? t I 41 I niD-aA ,, • I 

_ . ..._•••• ·--- :ts••-w.~~. B;v.;';J;6. -~~~~1,8111-D p!.jawar 
industriel. wblle m 1818 tbln - 11. ..:a • ' a 
every 1,000. 

In ehipyardJ, boun of work have been ~ to 48 
a week wbilo in aome of the eritical war iDduatriee, IIICh 
aa machlne toola, overtiDM baa ellieDded the worldng day 
to 9 and 10 bourB. Tbe variDwJ labor ..-- of the 
Uovernment are ke&piDg tabB to - that tide lqtbeajDg 
of boUJII ia not puabed to the point where the eftlcleney 
o.r morale of labor aden, or where '-ltb and safety 
lltaDdarde built up during the years are broken dowa. 

As a further eouree of labor, aeveral millioa worken are 
expected to be freed for war jobs aa ._ -tial iDdut­
triee are curtailed. Workem will tum from m•king 
IUltomobllea to making tanb, from eompaeta to ammu­
nition, from sewing maehinee to rifle part., from foontein 
pens to fuaee, from rat traps to eamp oot.l, from pipe 
fittings to band grenadee, from lawn mowen to ehrapnel, 
from women 'a lingerie to moequito nets. 

'l'he llllDI& proceaa, however, will produce some temJ»' 
rary unemployment. To minimi:r.e bardehipe, labor d&­
fenae committeee have been established in all industries 
likely to be affected. Labor and management have come 
to agreement on certain basic p~ciples in handling prob­
lema arising out of curtAilments. In the rubber industry, 
for example, the program calls for protection of seniority 
rights, traDBfer of employees from non-war to war jobe 
withi.D plants, preferential hiring of displaced workers, 
reealJ of workem for war tasks, and retention of seniority 
rights by worken in training for new war jobe. 

Surveya ha"e been made of more tba.o 100 communltiea 
when aerloua curtailment of civilian industrlea eeemed 
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mr.q .- u .. ;alii • t ' n ,..._ ca 
--*. u-"- wtm '...,. ; 1' !' ttl • i. 
awaJ'diJII of war I * :&Milt 1 1;,1111;181 ,..... of 
-a.ta .... u...IT .......... ......... 
Sta~ r•ete tll.e- aH' •e ._..._. 1111y 

require 110,000,000 --r-of~ 

-
a 

Til HOME notR ..... - ........ 
Our pluah daya are cmr. We are no loDger tbe car. 

free land, of plenty, evwy qounter heaped witb ob~um­
coated gadgeta, evw:y .tore bllJ'IItii:,.~ ii.hlinlitlf. wppliee 
of ahoee aDd Ma1iD& wu. Total war requiree eo IIIUI,Y 

ll)ateriala that there la juat 110t I'JilOQih to go aJOUDd. Tbe 
production of ammlll:lition req1line eopper tbat formerly 
went mto ash tre18, weatheratripped wiDdoWI, or toy 
ttain.L We D66Cl tbe ammUDitioo. We eao do willlout 
the toy traioa. 

To 868 that drat thinp eome first is a major taak of tbe 
uew War Production Board wbieh mper800ee tbe Supply, 
Prioritiee a.od Allocation Board, or S. P . .A. B. Tbe new 
Board includes rep-tatiYell of the agencies formerly 
represented on S. P. A. B.: the Army and Navy, the 

0 
Board of Economie W ar:fare, the Office of Production 
Maungcment, tbe Oftlce o.f Price .Administration, tbe Fed­
eral Loan Agency, and tbe Lend-Lease AdmiDistration. 

Immediately after ita creation S. P. A. B. ealled for 
detailed eslimatee of all requirement& of materials, labor, 
and equipment for tbe euooeeding 18 months. Tbe situa­
tion on slrategie materiala and toola-including oonunodi· 
ties imported from tbe Far East, web as rubber, tin, 
antimony, bristles, chrome, mica, and ·burlap-bad beeD 
carefully studied before tbe United Statee entered tbe 
war. 

Erpansion of production was a general policy of 8. P. 
A. B., and tbe Ol6ce of Prodnction llanqement waa 
ebarged witb Ita realilllltion. Sinee fBw faetoriee were 
adjusted to war production at tbe beginning of tbe effort, 

• 
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the job b.a.s boon tretoondou.s and the perplwtiea Wlmd. 
ing. EJMting plAnts have boon upanded and new onea 
built. To this end, the Government and private industry 
bad by December 1, 1941, committed tht'UISClves to Apend 
5.1 billion dollars and L2 billions, ro&polCtivcly. 

In September S. P. A.. B. n~rovod a program of ex­
panding steel ingot capacity by 10,000,000 tons. Before 
Pearl narbor, projects for about two-thirds of this pro­
gram bnd been npproved. Sin.oo than ndditionnl projects 
bavo been rusboo through, virtually filling out tho 
10 000 ()00 '"""· 'Before Pearl l'Inrhor, too, •'tpnnsion 
p;ogr~ms hod boon drawn up and, in tho main, gotten 
underwuy to upand our aluminum capacity by 700,000,000 
pounds and magnesium by 350,000,000 pounds a year by 
19£1. With a goal of 125,000 airplnnes for 1943, both 
tbcee programs will have to be stepped up. 

High priority ratings have been granted to in<!1'1!ase 
substantially the production of higb-«tano (aviation) 
gasoline. 

Production eebedules of all munitions and tools have 
been necelcratro. Before Jnne 1940 tho normal annual 
output or machine tools-without which no airplanes or 
complicated guns, tanks, or combnt ears enn be built-was 
$100,000,000. 'l'his was upanded to $800,000,000 in 1941, 
and should reach 1.2 billion volume in 1942. 

'l'ho Contract Distribution Division of 0. P. M. is ac­
quainting tho small mnnufacturer with the paTt he will 
ploy in the war. The conversion of plants and tho draw­
ing of small factories and shops into the wnr program is 
one or our most difficult problems in switching from a 
peacetime to a wartime economy. It baa not yet been 
eolved. 

Preteetta• Wloal W e ••ee 
To insure adequate supplies of scarce materials !or war 

purposes, lll!<S essential uses of these materials have been 
eurtailed. Steel plates and welding pipe !or the construc­
tion of petroleum pipe line, for example, wnre refused. 

0 

ec-truetion projecta not rita! to the war elfort ba" been 
llro.ited. 

However, ample prevision has ~ made Cor Sl)8re 
rt.a and reptaecments so that the life of durable rna· 

:incry no• in the lw:oda o.f consumers c&ll be extcn~OO. 
Witlt (ann equipmcnt, S. P. A. B. reduced the materials 
availnble tor making new equipment by 17 tlCI'Clrnt., but 
rniJKKI tbe quotaa of mnterinls (or reploccment pnrts by 
50 percent. s. P. /!... B. urged conservation of eearee materials and 
tb~ ...... nf subst itutas. w~ r gl~. P"~"(<lnin, nor! enam­
elware ore replacing aluminum in tbe kitchen. Cotton 
and synthetics are taking the plnee of silk for stockings 
and of jute for bW'Iap. The poesibilities of savit~g tbe 
copper and nickel in our c;oina are ~ing uplored.. 

The prioriti!'fl system 18 our dence for earrymg out 
"first things drst." To aocompl.iah the major task-get. 
t.ing guns, tanks, and planes to the anned fo~ato­
rial.s or all ldnda have been earmarked for war. 

For some time past all of the Nation's supply of such 
metals aa aluminum, magnesium, copper, nickel, pig iron, 
and steel bavo beon wholly distributed under tl1e control 
of tho 0. P. M:. MAny other materials are controlled 
lngely by specific orders. The operations of priorities 
have touched directly or indirectly virtually every bu.s.i· 
ness cnUll·priso and governmental body in tbe country. 

A system or direct allocations to roaoufnclurers now 
permits a tight control over aU our available materinl8. 
Under the ocw system, manufacturers wiU be allotted 
fixed quautitil'tl of scarce materials in proportion to their 
produetion tor war and for essential civilian uees. 

To aid our ruli<'S fighting the Axis, S. P. A.. B. author­
i.IOO shipments oC wide Bteel plates to Canada for use in 
constructing cargo ships. A special United States mia­
sion to RUSi!ia brought bsek a list of RUBSian requiJ'e­
mcnte. S. P. A. B. ordored alloeatioo of the n0001181l1'7 
materials and immediate shipment. 
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DariJir UN.l tile UIIIW SlaW,. :a JJ I•· c · 
for ci•ilian tObsumption Owl eft!' before bl Ita llllloJr, 
To lbip otf- of thit '<fat .. , pr,.d• ?h•• om.-.. been 
oJde~ for eYerjd&y podS like ~ lee 
bcwe, ii'Oilll, wubiDg maehU..., lawD prdee 
nkee, pa~r CODtainers. baKe~~. 
It bu been estimated pi'OduetiYe 
capacity, bued on l9U operata. ean be dtt61ted from 
civilian to military life. We faee Immediate Uld sweep­
Ing curtailment of the 1- -tial ciYillaa proclncta. 

Our eagomeee for newe from tbe battle flooat. of the 
world must not blind ua to the silent, blood!- battle at 
home: the battle of infta?:ion. hftatioo r&ftti'M a popu. 
lation u etfectiTe.ly aa bombing frGm tbe air. More than 
~ ~reent of the total coat to the United State. of World 
War I resulted from inftation. Should price. CODtinue 
their preeent upward swing, they will add to the war 
program more than the total coat of tbe ftnt World 
Wor. Def(IJI8e expenditures from July 19ol0 to Dteember 
1941 including eums appropriated by Co~, loans by 
R. F. 0. corporations, and foreign orders totaled 18.4 
blllion dollars. Of this, 2.4 billion or 13 pei'OOJlt, repre­
&ented excess ooet due to inftation. 

Inflationary eigne are everywhere apparent. Since the 
outbreak of wor, in September 1939, wbolet!&le priees have 
risen 24 percent. Almost two-thirds of this increue bas 
taken place within tbe paet 9 months. The coet of UYing, 
meaning the prices paid by the h01188Wife for food, eloth· 
ing, and shelter, baa inc.reaeed 11 pereent. FouJ"-ftlths 
eof this inereaae baa taken place within the put 9 months. 
The coat of liYing ia surging upwards at the rate of l Jh 
pereent a month and, should it CODtinue unabated, will 
have rillen 15 pereent by Mareh 1942. An ine~US& of 
1lS percent in liYing eosts means that tbe great maes of 

• 
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pne. baoe adnnced only 10 ~t a- u. Me' he 
of the war. Steel prices, cootrolled, hue mnabled -m-­
tually tmeh•nglld siDce September 1939. ID tile eame 
number of months of World War l, the priee of ~ 
plata, uneontrolled, roee 210 ~t. Plt-1ron prieea, 
eontrolled. have riBen 15 pereent, eompared with 63 per. 
eent during the tl.rat war. Between July lila and Oetober 
1916 copper prices roee 113 percent. Toda7, CIOiltrolled 
they bavo rieen 16 percent: During the last war cbemicaJ 
prioee more than doubled. Now they have :rieen one-fifth. 

II:ftation is being fought along a broad !rent. Regu­
lations governing installment bu,yiog bave been tightened 
to require larger down payments and to shorten the 
periods in which to pay. Tbe poeaible inftationary e1fec!l! 
of competitive Government buying bave been mlnimi"A!d 
through eentra!Hed purch•sing. Whereftr poaaible, the 
supply of materials and goods baa been expanded. 

I n some instances, as in copper, lead, wool, and hidee, 
this baa meant increasing import&. To bring in the pro­
duction of low-ooet copper minee, the purebase of this 
copper at a subsidy price above the ceiling was arranged. 
Speculatore, who in the past contributed to lnftation by 
running wild on the commodity markets, were kept in 
hand by tbe Commodity Exchange Administration of tbe 
Depnrtll)ent of Agriculture. With the cooperation of the 
exchanges, safeguards such as inateased mn'Tgbis on spec!­
ulntive trailing nnd reducing price fiuetuntlon l.imi!l! have 
been put into force. ' 

The Anti-Trust Division of the Department of Jll8tice 
has broken up conspiracies to raise pricee. Many high 
food prices, for example, are purely the reeult of con­
spiracies. Indictments bave been obtainlld ~ cold­
storage speculatore, cheese distributore, bread oompaniea, 
~ m~t packers, and othet'll charged with rai.aing the 
pnce of theu produc!l! by ill~ means. Three days after 
the Department of Justice obtained an indictment against 
n tungsten carbide monopoly, the price of tungsten carbide 
feU from $2()0 a pound to $48 a pound. 
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~ ..... _ .......... ~ ., .. 
The a~ OD Pearl ~-~ • abi'UpUJ &o 

total war, trfudb'l P"-- . . . 
.Beca'*'t~·~~ 8~ ~. aD bat 8 pereeut of 

ill! .erwte rub~ froiD the -"'ttk!d ,l'ar Eut, a the 
ratioping pro~ wet ~ etr~ J&DU.U'7 IS; more 
than 85 peNeDt of thf ~~n'a mQtor vehicle uaere will 
be u,nable to bu,y De-tv tiree. In ~ l!fllt, 70. &o 80 {IB~nt 
of our crude ~r went into~ tin~. ~ ab9ut a 
year's. nonnal ~pply of J;UbiNir was j)Dba.pd October 81. 

War naturally me&ll8 a tightening of the eons11.111er's 
belt. The Di.reet.or of Consumer Services of the 0. P. A. 
is charged with seeing that the st&!Kfard of living ,ia main­
tained on the hlgW poeaible level eonmsteot with mili­
tsry requiJoementa. The Oonamner Service baa taken 
sU!pe to create an aware 'bu,yi.Dg ~c, by means of a 
field eta.« that aida 00118111De1'8 in uudentaruling the e1fect 
of the war program on their daily. lives, and by providing 
aeem,-ate infonnation on good buys_ in f~ and clothing 
throughout the C!>untry. There is f~ ,W~ough , to go 
around, but a people at ~ must eat the right food in 

f) 0 the proper proportions. 
While prioea have, .been held doWl ~ucce¢ully in ~ 

larg~ eector of the ecvnomy, the general pricp level has 
continued to advance. Tho omce of J>rjce Administra­
tion warne that we faoo a disastrous inllationary spiral 
unJ~ etrective prioe-eontrol legislation becomes tho law 
of the land. 

' .-41er w., 
Tote] war will require us to do without many thinp­

but not food. Crop and livestock production tor l9U 
was the greateet in the history of the country. It was the 
aecond consetQtive reeord year. U nleas we experience 
drough!a of WparaDeled eeverity, or wvert qU8Dtitiee of 
some epecitlo product, such as sugar, into war usoe, we 
are not likely to have to carry ration carde during this 
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war. In this, we will be unique among aU the wan1ng 
nations of the worid. • 

The abundance of 1941 was planned. In Deeember 194() 

I be See rotary of Agriculture appealed to farmen to in­
crease the 1941 epring pig crop. In reepo11100, oD&«venth 
again as many pi~ were farrowed. In April 1941 with 
Britnin requiring vast quantities of animal protein foods 
nnd vitamin-rich and mineral-rich vegetables and frui~ 
tbo Secn:>tnry again appealed to the farmcre. Tbie time 
ho Mked for moroomilk, eggs, menta, tomatoes, and dry .... s· . .... , ... 
•Juull8. d uu . .uOU }KlWJuo ~~re n:~u~ ·,-:c.;.). !•N"Vlt!~ 

276,000 more dozens of eggs, and 75,000,000 more poWJds 
of meat. 

E,·en greater production goals have been eel for 1942. 
Laso. fall a program was drawn up for ao ovel'-all UJ­
erenee in agricultural production of 15 peroont, sufficient 
to leave ue with a surplus for reserves against tho futu~ 

For such commomties as wheat and cotton, of whlch 
we have huge stoeks, no increase was asked. Instead, 
fa.rmcrs were orged to produce more milk, eggs, meata, 
vegetables. During October and November 125,000 farmer 
eornm_itteet_Den visited their neighbors in every eoWJty., 
rencbmg mne of every ten farmers to invite them to sign 
up for increased production. 

Ollr entry into the war compelled fanners nnd govern­
ment to revise these 1942 production goals-upward. 
El!pecially now do we need more fate and oils, whlch 
mcall8 more soybeallll and peanuts and ftaxeeed. The 
1942 fann goals now call for production 17 perecnt above 
1940. , ... u.. AJr • .,.,. 

~o ~efeat_ the ~y·~ air ralth by keeping bUn £rom 
aehlevmg his maJor ObJective&-panie, unchecked fires, 
and tbe 101!9 of production-is a task for private citizens 
as well as tor tbe Army and Navy. Tbe 0t11ce of Civilian 
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J)eleDBe ,. .. cwtabu.hed Jut )fay to IIIObiJW8 the -
lli!J"f toreee from the eh-lliaD popa!ati011. 

The 0. (). D. baa provided ao orpoiational framework 
for volunteer elforta, with regioDal units under oational 
611perviaion to uaiet State aud local defeoae CQIIDcil& It 
bas a~~SCIDbled a 1td' ·of eaperta oo air--'raid proteetion. 
It has sent two .ro.illliona to England te etu.dy and report 
on tho :t:nglish ~perienoe. It has ~awn up plana for 
handling 3nch emergeneiea as gaa attack& and evaauationa. 
it has .pub).isboc;l 58 pampbleta and luuldboob ()n civilian 
protection, and of thcee it h!!! diatributwl !!'<:!"" ·~Ill! 
5,000,000 eopi(lll. Tboueande of instructol'll, who were 
trained bofore Pearl Bazbo~, now are holding claaees daily 
for volunteer policemen, llxemen, and air-raid wardens. 

A civil air patrol baa been eetabliebed, in whieb it is 
plannod to enroll 90,000 certified pi.lota, besides other 
thousands in th.:l ground peraonnel. By perfoJ'tning ID8.DJ' 
nonmilitary (unctions now Ulligned to the armed forces, 
these civilian volunteezs will release Army and Navy 
ftyere for eolllbat duty. 

Tho Emergency lledical Service of 0. C. D. is carrying 
out a detailed plan for t.be emergency expansion of med· 
ieal fMilitice. The American Bed Crol!8 hae made all its 
services and equipment available. Cooperntion botween 
the Bed Orons and 0. 0. D. will include projp"ams for tho 
collection of blood pJaema, tbe enrollment of medical teeb­
nologista and nlll'l!ee, and tbe training of first-aid workers 
and volunteer nW1!CS' aides. 

The work of organiring local defense councils has gone 
ahead, beginning wit.b t.be more critical areas near the two 
eoasta and extending Inland. Last May there were only 
l,ro<l couneils and many were inactive. By November 1 
tbere were 5,M9 eouneils with 753,000 penons enrolled. 
Late in Deeember there were more than 6,000 eouncila, 
and more than 3,1500,000 volunteers had offered their 
eervicea. 
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On the first day of the last war when our allaa pbpo. 
Jation w88 twice 88 large 88 it is now, only 63 alien enemies 
were taken into euatody. More l!wt 1,000 were app"'" 
hended by midnight on December 8, 19U. 

Thia time we were weD prepared for dealing with the 
alien enemy problem. Registration of more than :1,000,000 
aliens had been largely completed 1 year ago. To prevent 
the entry of undeeirables or the departure of aliens with­
out proper dWuilli>lltl., vur borders were practically cloecd. 
The aize of tho border patrol bad been doubled. 

The V oorhia Act of 1940 bad made it JX)IlSihle for our 
·Justice Department to eurvey and diacloee the intent, good 
or evil, of certain organiz.ations under foreign control and 
other groupe, including exiles from conquered countri.ea 
and their sympathizers, who advocate the overthrow of 
government& These precautions made unneceesary sueb 
a general round-up 88 took place in Great Britain in 
1940 when some 80,000 aliens were piclred up. 

We know already how many aliens there are among us, 
who they are, whore they are, and what they are doing. 
We realize that 95 percent of them are law-abiding and 
demoerucy-loving sojourners. 

Since the fnU of 1939, the Federal Bureau of Invet~tign­
tion h(Uj served ns n aingle coordinating agency for the in­
vestigation of matters bearing upon ~ur internal security. 
It di:root.a tbe hourly vigilance of ita own 2,800 agents, 
especially trained in modem teebniques of countel'-
espionage. 

1 Sabotage i.s most elfectively met by preventive methods. 
More than 2 years ago a system of eurveying and insti· 
tuting protective facilities for defense industries and 
public utilities was set up. Detailed instructions for de­
tecting ]l<Nlaible eebotage at vuinerable spota have been 
distributed widely. There have been expl011ions and fires 
in plants making war materials. There will be others. 
Moot of tbeso mishaps are tbe result of industrial acci-
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A 24-bour safeguard of our bome bont ~ Ole policing 
f th do1008ttc ;::;::or to run down 11118ploons communJ-

0 e "to• tti tiOOil Ninety-one Government mom rmg s a one, 
!ategicaUy plaood througbo~t the :tJtiited States an~ 
our po8IICI!>lioos, patrol the entire ra~o speetrmn. S~e 
J oly 1!140 more than :Z,OOO Cll8e8 of illegal or subvel'f!lve 
oae of' radio have been investigated and 23 operators ba_v~ 
been convicted. Alao detected have been 75 radlo circmta 
operating between Oennany and ita agenta abroad, a 
Gennan.Japaneso radio cimlit, and an active radio tran&­
mlt:ter in the German EmbaMy in Washington. 

Four particular !Utening poata intercept fo~ broad: 
casts, note their oontente and teletype I!UlllJllarles post. 
b~ to interested government agencies. No station is 
too weak to be caught by th- foreign monitoring sta­
tions, and mneb information Is gathered this '!"BY which 
is unavailable el$where. • . . 

Many months ago the Defense Communieljtfons Board, 
in oollaboration with the communications industry and the 
F ederal Communications Commission, began ail,i~et.ing 
our peacetime communication system to the defense cmel'­
geney. As a result, oommcrclal aervice8 are being: sub­
jected to few restrictions. Radio stations must go o1! 
the air if staying on will make them beacons to guide 
enemy planes. .Fitty-Ove thousand amateurs were ord­
ered o1! the air on December 8, and some of the wave 
leogtba reserved for their use were diverted to military. 
purposes. Cormnerclal radio stations have granted mill· 
tary and defenae agencies needed time on the air. Altel'­
nate facilities fer an I!Crvices have been arranged in case 
nonnal facilities brealt down or are destroyed. 

The moet e1fective control of information that might 
help the enemy Ia coutrol at the source. Citizens must 
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lllUII DOt to pue aloJll fada or co-lp wlllda mfcbt .._ 
tualJy reaeh Berlin or Toqo. I 

.,,....,....u.u.. 
It Ia not enough to produce the materiale of wv. They 

m118t bo movAd, and moved swiftly, by rail, by t111ck, by 
boot to their destination. A successful trausportation 
system depends cbiefly on three factors: first, fixed plant 
equipment, which means motor roads, raUroad tracks 
navigable wnt.erwnya, and aucb things as termio~Us doc~ 
nnd repair abopa; aecond, carrier '"JlJ;,':;""'t lu th3 form 
of freight ears, tl"Ucka, buses, bargca, pipe lines; third 
tbe use to whicb these facilities arc put. ' 

With 246,000 miles of track-30 percent of the world's 
railroad milea~l,300,000 miles of surfaced roads, 28,000 
miles of navigable inland waterway-, and 310,000 miles 
of pipe line, the United States has enough fixed plant to 
meet the aeven>at teats. 

We are now not only adding to equipment, but we aro 
ma~g better use of the facilities we have. Rnilrondl!, 
wh1ch caTry 61 percent of our total freight load, IMt year 
handled 33,000,000,000 ton-miles more than io the peak 
year. of 1929 .. To do this, the loading, unloading, on!i 
tenmnal bnndhng of freight cars had to be speeded up; 
r oundabout routings bod to bo curtailed. The average 
load carried by n fnigbt car was raised nino-tenths of a 
ton-a saving in space equal to 26,000 freigbt cnra. Icc­
breaking machines opened the Great Lakes shipping 
sc&S?n earlier than usual in 19U. This made po68ible no 
all-~•mo reoord movement of iron ore by Lake bootB. 

Sllloa September 1939 the railroads have added 150 000 
new freight cars and 75,000 more are on order. They 
have 1,000 new locomotives and another 600 are on order. 
Truek3 ba ve inerenaed from 4,600,000 to 5,000 000 in the 
past year; 4,500 miles of new pipe line bavo boon added. 
Frel~h~ tratli~ however, bas inereaeecl to the point 

where 1t 18 now m close balance with the carrier cnpneity 

c 

of the -a-,. To eare f~ the 8llded height that war 
will briJ1S--<1w inereue eetimated at- than 10 pe.rcent 
Jn llN2-ttew equipment will be needed and more inge­
nuity exercised in using the equipment we have. The 
rationing o( rubbu tine will have repereU88ions all 
fu.Muzh the transportation IIY8tem, and may ne<'<'Mi~l• 
far-reaching reorganization and coorcfroation of all fonns 
of. transportation. This will be done by the newly created 
Office of D®etor o~ Transportljtion, 

' ' 
....... , ... w ... w . ........ 

~o more thnn 300 communities in the country, war work 
has brought a serious houaing problem. For 15 months 
10 Government ageocica, working under the Office of tl141 
Coordinator of Defense Housing, have been pushing a 
$792,000,000 program of public housing construction to 
provide these workers with abetter at reasonable renta. 

As of late Deoowber, 1291154 housing unitAl bad been 
planned, of whicb 63,684 were completed. Mort! than 
43,000 homes are now under corurtruction, with another 
20,000 waiting Ol\ the appropriation of additional funds 
)ly Congreas. In the temporary sheltu (ield, 8,745 trail­
ers and porlable holllea and 11,051 donnitory units )lave 
been provided. . , ,. 

Besides these Oovenunent-llnanced homes, it i~ c8ti­
~ted nnother 400,000 p):ivately financed houses have been 
erected in those same defense areas. 

Lacking formal rcnt.control powers, which are part of 
the price control bill pending in Congress, the Offieo of 
Price Administration's e lfortB to prevent rent profiteering 
bav~ been reatrieted largely to the formation of ~lied 
"fair rent!' oommitteea in some 150 defense areas. The 
DBDal practice i.e for the committee to select a date and 
publiab • llt&tement saying that ns of that date rentAl were 
fair. Complaints by tenants are investigated. U land­
~ refuse to lower their rente, public pressure ia ex­
erted. In the District of Columbia where.the vast expnn-
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.._GitlleOona ... .._.., !lwidlii ... J Psllaa 
-wpiatlle 'w:.f8um rt :£ Jl i._. 
bave .._ b..a • of JdMJ7l, PG;., •!.all&., 
Coup& ............... ...,, .... 

& ... _ .. - ·--~· ·" 1!r..-.:.. -'1.~~ ... _. _. ..-~ ~ :-:::·~~ - - ... 'IIIII " .... Ulllll' 
Govei'IIID8Dt Ia 4oiug, iDfonnatloa. c61eit are att.w::bed to 
each of the Government ~- ~. -..ked 11.r 
mail are anewered by the UDitea State. latoimation 
Semoe. Iu IClcliiion to ,_ re~.,.., till Information 
.:..:;;-i,ion or t.bFOIIIoe for Eme1pnCT~t ~ 
pampblete on the work of the ~ qeaeles. The 
Oftlce of Facta au:l Flguree baa been 4ireetecl to "fomlU.­
late programe d..;sned to taeilitate a wtc!Hpi'Md and 
accurate un4e:rst•nc!ing of the Cltatua au:l priJC!- of the 
national det- effort." 

But it ia aleo uec ry to prevet anyii8WI of militaty 
nlue from reecldng the enemy. To thia en4, an Oftloe of 
Qlneorahip was ettabliabed on Deeember 19, with author­
ity to oontrol aD communieationa between the UDit.ed 
Statet and foreign oouutrlea. 

Troop movementa wiD henC!lfortb be aeeret even in our 
own country, as ship sailings have been for a long time. 
Detailed weather forecasta can no longer be published, 
since they would furnish a timetable fo~ enemy bombers 
and submarines. It wiD alao be n~ to d!aeontinue 
the pubUcation of certain information regarding oontracfa, 
the ecleetion of plant :rltet and other matters relating to 
procurement and production. ' 

In military and naval operatio1111 there wiD of ~ty 
be delaye in giving tun reporte to the public. ODe of 
the favorite propaganda tactics of the ene1111 ia to b,road· 
east eugaerated rumors partly to 8}m&d oonfullon and 
consternation and partly to forne deniala au:l thua receive 
information as to the loeation of forcee. Aa eoon as the 
facta can be told without aiding the enemy, the7 will be 
announced otllc:ially. 
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PAYIIG FOR THE WAR 
r .. .., • .,.,.....,. 

Seventeen D)()ntha of rearming and 1 IDOnth of ftghting 
the waf have eoet t!le American people eome ll5.6 billion 
dollan, in appropriatione and R. F. 0. loene. 'l'blt we 
have actually spent fof m•Jring weepone and fof ttaining 
manpower. 

Two years ago 1111eh a pt"OepeCt of spending for anne 
would have taken our breath away. After a IDODth of 
war thie buge eum doeli not begin to appnleeh the COlt 
of ultima~ vietory. 

We were relatively slow in getting started, reluctant to 
stop pJ"Oducing the goods of peaoe and to start pl"Odueing 
the inetrumenta of war. Yet the put 12 IDOntha have 
eeen the higbeat Government expenditure in our history. 
In the calendar year ~ we spent cloee to 19 b!lUon dol-
la~ much aa we spent in the previous recofd fl8eaJ t) 1Q 
yeu of 1919. Defense and wu aocounted for 12.6 biUions. 
Ot this 1.8 biUione were spent in the la8t IDOnth of the 
year alone. 

Tbi4 recofd eum of 1.8 billion dollare, apent in the 
IDOnth of Deeember l9!U, while it euet1y equal& our 
defense expenditure for the la8t six monthl of 1940, 
represents only about 22 percent o.f the n.~ of Dationsl 
income for that month. For the ftaea1 year l9t3 the 
Preaident has aubmitted a budget calling for 116 billion 
dollars in war expenditures, or moz.e than on&-half of our 
national income. Britain's war effort a1read7 J. OOiliiWD­
lng about 00 percent of her income, while Germany has 
diverled an estimated 60 percent to war. The high Ger­
man ftgure, however, ia made poeaible by the ayatematio 

• 

. * ... ,., .. -............ . 
· The fmld of ')MiNOnial iDeome tans over the past two 

fearil hM '-' toward~ the~ of arming aiDODg 
ll)(ml and mere AmerieaDI. Under the 1939 Re?enue Aet 
f!1Xl,fXYJ people )lad to pay tneome tax. Under- the l9tO 
aet 7~000 paid tasa Thia lhreh; it Ia eatima~ 
13,zl0,000 will pay inoome taxes. TbJ. ia not qui~ a 

• 
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tbiN CJf oar_..,........ z,LreA .._ a ' 
ill November JlN1. 

Tbe 1Nl Mt loJu""-"'edod tile e ptioD of a ...... JIIIWDD 
fiOOl t1.000 to t800 Uld ol. • ..m.t ,._ "- tl,liOO 
to t2,000, while tbe 19Q Mt apia lc:w•ed tile ..-pt1ooa 
to f7DO Uld ~ -~teiJ. At till IUDe tilDe, .._ 
uceat iDcoale ,... lfliDc~, .,.. '" ~ 
On JulJ 1, liHO, the utiou.l moe- pa,_ta we-re at 
the rate ot 747 billion dollara a ~I OD Juauary 1, aMl 
the rate wu 81 billions; on July 1, 19U, tbe rate wu s9 
blllioDI1 &Dd Ia Oatober l9i1 tbe r~~te YM 915 billion• 11 

,ear. 
Revenue buD individual iDDome taue ,_ bom te!ll-

000,000 iD the 6eeal year 1940 to 1.3 billiOilll iD 1N.l, •• ; 
percent ~ Corporation iDDome taue -reaobed L6 
billioo dollua or 72 pem:ut 11101'8 than the filii!! ling 
~· A atwlily riling yield buD co~ iD 1942 
18 aua-ted by recent Federal Baerre flluree wh.icb ebow 
that 416 corporatioll8 earned about ae peroeat more in tbe 
lint 9 mootha of l9U than in the COJ.1'Mil<l"''ing months 
of 1940. 

Total net reeeipta for the year eoding 1ut July were 
7.6 bilUon. dollars, an increue of nearly 41 ~t over 
the p!'W'hng year. 

So euddeo and eo vast an Jnc.reaee p-ted the Trw!· 
lll7 with a number of new probleme. To acquaint new 
laxpayera with their obUgatioDB and to ineure ptOmpt 
collection, two new aide for the taxpayer wen~ devi.eed. 
Tbe 6.ret wu a eimplliled tax form for thole with iD· 
comee under $3,000, a fonn eo clear that oo1t aix eimple 
etepe a-re needed to complete it. 

The MeOnd wu tbe tax antleiJ*tloo DOte, lntrodoeed 
laet Auguet. ~ notes can be purehued at any time 
~ be uaed io paying future taxels. Iu effect, tboee wbo 
mveet io ~notes are paying their taxee io adftDCe and 
they ~ve interest for eo doing. U:ore than 2.5 billion 
dollara worth bad been aold by the end ot 19U. 

• 

• ~ ... 4 til y:t.a:rA>I . • I 

ru.,iteot~tltll•r • ....,.,.,,, tlllll 
look to bo~Jw -~~,PropeniOD of 
the ooet of -q.r. ~ 'Dit'"Hdt;"Wlliill ,_ bum 3.6 
bifiion dollan iii a. IIIII ,_. flllH) to IU billi* in 
1941, ie expec!MII to Gleeed lU Wll!cw by .m lvt L 

To meet U.. d..,. aiel tbe-'l'l'ei8IIZ1Felto thellulb 
and to the pciople. Ia the ,..r eDdl,lll July 1, 1961, the 
Treasury eold for euh juat over 3 billion doUara worth of 
bonds and uotel, Uld ..lfil..te~Hor a'lliibllar UJOnm three 
Be~ ot Tr#W'i .,.. mMariDr 4artDt the ,_-. 8inee 
1ut'JuJy tbere' I!Pe been fOUl' awjor offerinp to the 'f&lue 
of 3. 7 billiODII. 

Eecll of theee iiiUee - heavily Oftl'8llbleribed. Tbe 
lateet and~ llluee, ' fov 1~ billioD dollare of new 
eaab, were oven111~ibed _...en timM oa the 'f6r'1 ..,. of 
our entry into ~ war. 1lM. a,_,a iutetellt rate oo the 
Oovel'IJIDeJlt'e ootat•"'""« debt ia now the lotreot ill our 
history, baring fallen boom 2.&66 per.-t iD ~ 
1940, to U09 ~ in Deeember 1941. Tb111, while 
the national debt bae reeehed the reeord Je'f'81 of more 

((' than $67,000,000,000 and wbile the Government's borrow· 
IJ ing is greater than ever, it can obtain new money more 

cheaply than ever bofore. 
Larg&-eOOle borrowing ftOm banks involvee eerioue de­

cisions of poliey, aince theee operations, by creati:Dg new 
deposita, DUlY reeult in eredi• inflation. Iu line with a 
eonsistent anti-inftatioury policy, the Treuury embarked 
1aet May upon a new ptOgralll of borrowing directly ftOm 
the J14!0ple. Defense~~ bonds, of wbicb by January 
1, 1942, about 2.:1 billion doUara' worth had been pur­
ebased, were deeigued to reduce the volume of purchasing 
power by eniietiog the eummt savings of millioDB of wage 
earners. Bigb-p.-ure methode of ee1ling were avoided. 
Streea wu laid rather on the importanee ot ayat.ematie 
saving aa a curl> to price inflation. 
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In conbut to the laat Woztd War; -.. 1Jn1 wue ~ 
to the duser of in6alion"1111til it .,.. apoa 111; aar eye. 
are opeu ~ to thia mi Uld to tile Deed ol ooatrolling 
it with every weapon at the command ot1he 1!1 ; 1'1 and 
other department& of ~t. Ov 1.,..., to the 
cballenge of inllati011 may-well be a teet-alwr allility 
to m&~ter O~Jf own deatiu,y, of tbe power of a~ 
by the application of popular mind and will to ea:re ita 
own intemal i'bmm oJIISt·u doUan aloae -.DOt buy 
vietory ovet tbe .uie, -~. ••• ?' iptiM, 
and ~ve .mon by the _people are needecl to defeat 
inllatioo at bome aa 1Nil u tile enemy alwoacL 

·' 

t 
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Janua1'1 27, 19(2 

Dear Eds 

Thank you f or your memorandum of 

Januar) 2lat ae~dir~ me a copy oi your 

latest chart ahowing progreaa in ob­

l irat inf and allocatine Lend-Lease tunde • 

. h ueual , I am t;l ad t o have thh lntor-

nation. 

Your s sincer el , 

r . f. . r· . Stettiniua, Jr ., 
Admini etra tor . 
lenc-Leaae Administration, 
515 22nd St reet , d .~ • • 

• &a~inrton , D. c. 
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OffiCE OF l.ENI)..lEASE ADMINISTRATION 
FIV£.nFTEEN 22cl STREET NW. 

WASHINGTON. 0. C. 

£. R. Sctuiii:U.. Jr. 
A~tnt::r 

CONFID~ITIAL 

January 21, 1942 

r.!];!.jORM'DUJ.I 

'l'o : Secretary 'lorgcntlw.u 

l'ro:>: E. ?.. Stettiniua, Jr . 

Subject: Progress in obl!eatin;l =nd •.llocatin!l 
Lend-Le~ee funda 

109 

The attached chart on t he above subject 
is sent you fer your confidential information . 

,itt.aciccnt 
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,:, ECRET 

ALLOCATIONS AND OBLIGATIONS 
LEND-LEASE FUNDS 

TOTAL 

....,====-~-'--1·-­[ a •t HOI T Uflt($ ---

-~-~ . 
. , ... . ... 

NAVY DEPARTMENT , ........... 
-,--,..-..,--.--.-.-.....-~· 2,1 00 

'!!-~~ ... ==~ ... ~i ... ::;~ .. ::;:~ ....... ~ ... ==~"'~'~-;;~"";:~-::'~,.::-. 0 

.... t ,,,.t 

DEPT. OF AGR ICULTURE 

... 

WAR DEPAP."!"MENT 
IMl ...... . 

r-.-.--,,.--,-..,.-~~-.,---~~--i•·ooo 

"1--l--..... 

1-+-1-+-+-1-.J-+_jJ--t~L-I--4- •.ooo 
"'toellt-1 
&..if,.,Uot•ellt 

4,000 

MARITI ME CO MM ISSION 
I Mom .. , ) 

r--r-.--.--.---,.--..,..-.-""T"-~ • 1.100 

N .... $8 Oc:J-. .... DK.,., .. o 
t .... , 

TREASURY DEPARTMENT 

....-.~-r·-,--~--~ 

---......... ~x"f:fOTUit(S 

.... ._. .._, ""' ~ .:-~-Oct '- OK ..- ,_. O 

,,.. t ... 1 
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"• door ·:.tr . Secrets.rj~ : 

Wa shinat on, D. c. 
January 27, 1942 

I called you on the phone today 1n an e!':ort 
tt acquAin t you r.ith certain facts concerninb the 
;cheri~ Chcclcal Corporation of Blooo!'ield , :1e" 
Jerse;, . 

This fl= "'as controlled by a group of peorle 

'''"Q{~ \. 
:U1 

I ho >;e r e under the d0lllinat1on of llaz1 Ge rmany. or 
cour !e when the order flent out froodl'IG alien property, 
t he l.io vorM1ent was chareed with Lho supervision of 
this plant . At that time, cerL~ln residents 'or my 
St11.to of lie1·1 Jersey in com11any witl a tlr . Qeoree 
t:allowhor made an offer tc purohnue t l.is plant 
throu:h tho Swiss !:ank ~f "o?t :Cork . 

This offer cannot be accepted without the 
ar:•roval of your Treasury Dorart:.lont . On Friday, 
Junuar~ 30th, this offer of purchuso will expire . 
I ~ led t o bel ieve tJ:,.t tho offer :naC:.o b~ the :;e,. 
Jel~soJ ros1G.en~s ; s acc eptable 1n eveiJ wa7 . =orever, 
t • o ':rcasur~ Depart::wnt haa been consiGerinc; the 
~attor for close to three months w1ttout arrivinG to 
a decision. In the inter l.l:, othox• part1t. s Lave bo­
co•.le in teres tee. in this propooi tion, and : t 1s to be 
aast...,ec:. thct Tthen tl.o offet• 1 1' question Cltpires , that 
tl.e~ will then cone in vii th a no•1 off or probably 
ht•c;o r than the one r roposou b; tl:e t:ew Jersey resl. ­
denta . 

Inasmuch as tl.is is D llow Jet•&e;, plant , employ­
. r.e a,>.!)roximately five hundreo. !:ow Jerser peopl e , I 
a n vitally concerned in the mutte r . 
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I realize of cour se th~t oatter s of t~is nature 
requ11•e considerable thought and stud:;r . However, I 
ol\l! see no point ln al lowing the matter t o be hel d 
up until the day bAPnre the ourchasc offer expires 
and t ben in the event an ur~avorablo decision is made, 
tle persons in que s tion will suffer a e reat loss . 

These i nteres ted parties f r om my State o!' ;lew 
Jersey &(.Vise me thet t~_ey have sone to considerable 
expense and put in o lor~~ ~ount or effort ~n this 
~ropoa1 t l. on . I t b1nk tbe r.attor ia 1npor tsnt enough 
to carrant yc~r verj s e rious c onsideration . 

Incidental l y, ~:r . Poley, :your Genera! Counsel, 
advisea me over the telephone just 0 re~ ~1nu~es aso 
tl:at o de:1sion woulC. be ma(.e on th:s r roposi tion 
one r.a;; or &!"!other w1ti:1n twent:y-! our hou r·s . 

Please be GOO~ enoucn to look into this na t te r 
and advise n e at the earliest pos:ible moment . 

Sincorel:;r 

• 
V:1ll18!.l r: . S::!a~bers , 

;:or.or eble i:efll'Y :.:orgent hau, Jr . 
Secretar; of the 7reasury 
voshincton, ~ . c . 

:;. s . s. 

• 
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A. w. Robertaon, C~n o! t.be Board, Weatingbouae 

El¥triC and llanu!actur1'11 Coapa~. 
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::est~:>ghouae Electric & Uanutacturina 
150 Broadl7ay 

.. -
·-- ·-

N•• York, Neu 1ork 
This Biographical Sketch is 
coapl• te up to Sept..mb6r 1, l'l40 

Biographical Sketch of A. >I . ROBERTSQI 1 

Chairllllll of the Board, rlestinghouse Electric & llanufaeturing Co, 

A. 11. (Andre" !:ells) Robertson, CIUI.ircan of the Board of the fleot­

inghouse Electric & Uanufacturing Cocp&Qy, is a firm believer in the tact 

that •every business is the product of the hWll4ll beings who eoopose it, and 

it ca:u>ot be greater t han they. • :·,ell acquainted "ith the coOil:lon man's poL'lt 

of vio111 he has hil!lselt been a snol>-shovolor, door-t o-door salesmnn, t eacher 

and l a;zyer as well as an industrialist , 

He beeaoe Obnircan of' the l'leetlnghouse Co~:~pany in 1929, a t a ti:ne 

uhen the electric f'ira founded bY George :.oetlnghoU&G had been \1ithout a 

chal.r-...an for nearly two years, and a leader \1&s earnestly needed to guide ths 

organization safely through the CClCI.ing e conomic store, 

He took office j.n January. Nine Donths later tbe depression, 11h~cn 

""' to teat the leadership of every industrial institution in the count ry, 

str~ck the electr ical go~~ market. Tho net ineCXDe of' the Tlestinghouse Golll­

pany dropped f'roc> $2?, o62, 611 ~ 1929 - its bes t year up to that t ico - to 

Sll,BBl, 705 in 1930, and from that point foll anay into disheartening losses 

of $3, 655, 659 in 1931, $8, 903, 540 in 1932 and GB ,636, 84lin 1933 . 

1n the midst of the storm, l.lr , Robertson r eorganized his coopany, 

el'.an&ing i t f'roco a strongly ceritraliud, un"ieldy, slo,.- ::2oving organiza t.ion 

into a eontederation of divisions, bound together at tha top ':lith a strong, 
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Tbe dideiCIIIal Al'l'an&eMllt produced decentrallaatioo t4 nuthorit)-
1 

ll&lc1na possible quicker clecieioae an4 taater action, It helped break tbe 

dOIIIII!&rd spiral in which the ccapan,y foUDd iteelt. lleetiJlghouae men besan 

todilcovar markete asain for electrical soode . In 1934 tbe ccmpaey earned 

a small net protit of $189, 562. The next yelll' the net wee $U,9!19, 'lSO. In 

1936 reached $15,099,291. In 1937, despite enormoualy increaaed taJaaa, labor 

costa, material coste an4 inc:reued CCIIp&tition for markets, the OOIIIJ'&DY 

earned a net proLit t4 $20,126,408, an4 in additiCil paid its e~~ployae total 

..... t4 $102, 957,2'n. 

In 19.391 the Coolpany earned $l3, 8S4, 365, paid $80,916,341 in 118£01 

end $3, 183,130 in taxes. 

Prcm l!ec!shand to L&mr 

\/bat Mr. Robertson kn0\'18 about people, eucceaa , and the way thinea 

can be ACCCIDpUabed in tbie world, he learned the hard uay, 

He uas born in the little town of Panama, H. Y. in 1880; he was tto 

ninth in a taal.ly t4 ten obildren. Hie parante ,.re of Scottish atook. Hie 

!ather clied uben young Andrew was three. He 'II&Dt to the public school. At 

ele.,.n he began to earn 1101l8Y at ocl4 joba fer the f~ inCOIIa, according 

to .ll:larican traclitiCil. His first job uu ahavel.ing anew. Be vorked attar 

school an4 during vaoat101l8. He was cleckbend Cll a lake steamboat. He sold 

aluminum pota an4 pane from door to door. He worked in a aa..U.ll . He kept 

books . He ran a bathhouse . He m·ote for a local newspaper . 

llhen he finished school he teugbt for tuo years in tile school-bouse 

17here he had stuclied. Determined upon a career at lall, he tinally entered 

Alle&heey College at Meadville, Pa., 11han he waa tvanty-two years old. Hie 

total capital waa $65, saved from hie teacher's ealary. He paid hie way at 
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.Uloshell1 by ruan.1.Dg the e..ai.aaary at a haterllity hou.e, ll'i.DniDg aeholaatio 

and oaaay prisea {the bluest one m>a CS01 ha oon a rumber ot 010 ones) ""ituw, 

and doin8 A variety ot other joba, lJpcn graduation be served aa principal 

ot tho high aohool at Cb&rleroi, Pa, t ar A flf.rJ then uent to PittaburRh to 

enter lall ochool.. · There he oper ated a private echool tor boys , \"lhicb he 

toucht in the IIIO%'t11nga. Atternoona and eveninls he a tudied lav, 

He vas adaitted to the bar in 19101 and immdiately joinod a -u, 
struccllnc Pittaburgh lav !ira, Cllenta oer e ! 0111 and he •temporar1ly' 

acoopted a position as title otrieer and later aa truat Otticer ot tho 

Pittaburgh Guarantee Title and truat Compaey. His intention oaa to return 

to the praotiee or the law as soon as possible, tor he diatrlated his cbanoe 

ot auccosa in a salaried positien. But in l9JJ 08lle an opportullit :y t o talce 

part in the legal vork or the Pittsburgh Ra1l11ays Company, nhich he accepted . 

It uaa the beciJming e£ hia ind.atrial and business career. 

The Pi ttsburch Ra1l1711s Colopaey mu associated, through tho Pbiladc! · 

phia Cola~ ot Pittsburch, trl.tb all the utWtiea coapanios ef Pittsburgh, 

ineludinc the Duquesoe Light Coolpall:r and the Equitabla Ca.a ~. B)' 1918 

llr , Rober tson had -de aueh procreaa that he be- ceneral attarney ot the 

Philadelphia CotRpe.ey, charged trl. th the 1eaal oork of all the Pi ttsburf!)l 

utUitioa . In 1923, at the ace ot fort:r-throe, he beoame v:tce-president, 

Seven :roars later,. president. 

Be~omea Tlt~tinBhouae Olairman 

He had been president of the Philadelphia Coapan:r a l1 tt1e more 

than t oo years ohen the Board ot Directors ot the l"/estingbouse ll.leetri~ & 

llanutacturina eo.p.n,., aeekinl throughout the eountr:r for a lll8ll at auttic;ient 
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at.oture and leadership to oanago one or thAI largeat =anutacturil!g cocpaniea 

in the 11orld, chose him for the position. 

\7aatinghouse Electric YIU a $20010001000 corpor ation, en:ploying 

00,.., 50,000 llorker s , uitb twenty-six plants in twont¥ differ ent cities , 

Daking some 10,000 different kinds of quality pro<luots for the pro<luotion, 

diotr ibution and utilization of electric poT"'r. 

It uas his task to 108l\&ge this huge electric eopire in such o way 

as to mako a fa.ir return for i ts stockholders , supply its custoc:>ers uith 

gooda worthy of the llestinghouse name , afford e::oplo;ygent for its thousands 

of ltOrkors
1 

and maintain and increase the prestige or th~ rlestinghou.se 

Ccapany as a leader in scientific research and e"Clineor ing deve l oP"'lnt . 

One of his first s t eps uas t o r eorganize the company on the divi­

sional basis . This accomplished, ho govo hio attention t o various plans 

uhieh 110uld knit together the llestinghouse 11f am11y"; removing tho dividing 

line betneen the •cocpany• Wld the "employees". llo such bsrrier exists in 

the 11estingbouse Company to<lo.y . Virtually all of the present officers and 

DOst of the c:ajor executives hove cooo 1q> through the ranks. For eXIIl'J>le, 

the president, Ur . George H. Bucher , began as o coli winder in the Eest 

Pittsburgh florka; Ulr . Roscoe Seybold , comptroller and vi ce president , began 

service ui th tho company in the shops . 

The policy of employe participat ion in the company's prosperity or 

adversity, as the case mo.y be, r esulted in l9J6 in the inauguration of the 

famous 17ostinghouse \/age and Salary Adjus tment Plan, T~hich provides for the 

monthly adjustment of wages and salaries in accordance rtit h the earnings or 

the coapany. The plan has ncm been adopted, ~tith suitable wodification, by 
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rnduetrial Relations 
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George 1/eetJ.nshouae years aso pioneered the cust0111 of givJ.ns Saturclq 

half-holidays and paid vacations to salaried employoee. Under tbe Robertson 

management the lleattnsbouae Coalpany baa extenc:led tbe paid yearly vacation to 

all elll))loyeea, adopted tbe five day week anc:l, untU Federal Social Secutiry 

l egislation caused its temporary &be.nd.OIIID&nt, eatablisbed a pension anc:1 &lllluity 

qstea tor employees which provided adequate retire...,nt illccae tor all workers. 

Under his """'~~~'"""'t tbe ccmpany1 a poaitiOil as a leader ill eleotri­

eal r esearch and development bae bean ~tailled and lllbanced. EDgilleerill& 

and scientific research have thrived. lllportant new products developed by 

llutinghouee in tbo last few years include tbo Prooipitron, an electrical 

air eleanor that removes dust trom tbe air; high-pressure steam turbines, 

hydrogen-cool ed generators , completely ealt-proteottns transformers that defy 

lightnill& and otber forces tbat cause interruption of electrical service, anc:l 

the Sterl.laap, tbe first practical ultraviolet gera-klller. 

Rel!arch &J!d Education 

llestill&houae wae tbe .f'irst industrial ooopany to take up the toun.da.­

l1181ltal but highly speculative type ot research known aa 0atoa>-smeshin&0 • .lt 

the lleetinghouee Research Laboratories at Eut Pittsburgh, Pa. , scores ot otber 

research problema are also under investigation, ranging troll! investigations of 

catter with tbo maas epeotrogrepb to practical research in tbe illlprove1110nt of 

electrical products . 

Under Ur. Robertson's guidance tbe l1eatinghouse Cclapany baa sougbt 

to put into practice tbe pbllosophy tbat industrial corporations are more 
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tarcea •• well, with oblisatiCDa to the -itT &DCI it. wl1'U"e 00-..n.niNrate 

with their buaineaa :l.ntluanoe &114 tinanoial ~· 

lleatin&houae baa repeatedl,y ai<led Muoati<>G&l 'ftlltuna, thrOU£b the 

utablieluDellt ot aoholarahipa, telloorahipa and proteaaorahipe. Ill llcl41ticm, 

each year it aelecte tin sracluate atuclente in aoienoe u lleatincbouae 

Felloora, to recein practical ealariM traiD..inl tor two yeara in the ~Matins­

houae Reaearoh Laboratcriea. -U!Dua.llT it rearuit. to ito r&lllao a h181Clred or 

aare ot the brishteat .-hera ot the COUDtr71o eDCinearin£ ochool sraduateo, 

end Sivea thea a tw~Jll&r poat-p-aduate traiD..inl courae em ll&l.&ey wblle the7 

expl are the c011))&1171a aotivitiea to tind a tield tor their tuture vork, 

Eduoeti onal opportunities are prcwidecl tor all Ueetin&houee emplo711•• 

throush extension couraea 1 lecture oouraeo and aelllinaro. 

Ro!?erttO!\iW 

SCIM quotable Robertaon ateteanto: 

'£v&r7 bueineta u an eoonc.io otruoture ... t be oucoeaatul betore 

all e1et1 but 1Y&r7 bueineae ia the produot ot the hUMD beinp 'lho ~ 

i t, and it C&DDOt be sreater than the)'. Few bueineao inatituti011a ~ 

in llt.lc1Jl& tun uae ot the brains that lie latent within the organia&ti0111 and 

it aeeu to .. that thla ia the text ot eacutin le&darahip. For, after 

all, the eole uae ot IIIIUiqeMilt ia to eo or&aniae the buaineaa u to create 

a spirit within the peraoanel that will Mke reaclily availebla ite tull re­

aouroea ot knowlecl&e, abillt7 and j~t. Then thare will be a happ7 hal­

once ot the S)'atea, aN&r, inventicm, initiatin and progreaa that ia eo 

eeeential to aoclern indueir7. 1 

Tile buio principle ot hie orpnisati<>G&l Mthod1 

"M7 pbiloeoph)' b that in an orcan1aa t1on neey emcutive ..,.t be 
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than 1.not1tutiCllla tor the IIIIUlutaeture and. aale oL goods; they are social 

roress as mll, 11ith obligations to the c~unit;y and ita ""ltare c01111enaurate 

with their business intluence and financial power. 

Westinghouse has r epeatedly aiclad educational ventures, through tho 

establishment of scholarships , fellowships and profeaeorohips . 1n additiClll, 

each year it selects five graduate etudente in science aa 11estinshouae 

Fellws, to receive practical salaried training for two ;years in the lleating­

houae Research Labaratories. Annually it recruits to ita ranks a hundred or 

acre ot the brigbtest members oL the country's ensinearing sohool graduates, 

and gives thea a tw<>-:rear post.-grecluata training course on salary 11hile they 

explore the company's activities to find a field for their future vork, 

Educati onal opportunities are provided for all liestinghouse employees, 

through extension courses, lecture courses and eeminara . 

Robertaonisms 

Some quotable Robertson atetamenta: 

•Evel')' buaineaa as an eCQIIomio etructure IIIU8t be auecesstul before 

all else; but eval')' business ia the product ot the bWMD beings who eocpoae 

i t, and it cannot be greater than they. Few buaineea inatitutioas succeed 

in IIIIJt1ni full use of the brains that lie latent vith.in the organiution, and 

it seema to me that this is the taxt ot executive leadership. For 1 attar 

all, the sole use of management is to ao organize the business aa to oreata 

a spirit 11itbin the personnel that will mako readily available i ts tull re­

sources of kncmledge, ability and Judcment, Tben there will be a happy bal­

ance ot the ayata,., order , inventicm, initiative and progress that is ao 

essential to •odarn industry. • 

The baeic principle of bia organiuti onal 118thodl 

•My pbiloaopby 1:s that in an organisation every executive auat be 

---------------- - -------------
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p-ant.d authority c.-...urate with his rupooaibilltiea, U ;you hold a ...., 

responsible tor results, he IIU8t have reuooable b'eecloa to e:mrciae hie own 

braina to achieve the results expeotecl, • 

Qualities £or achievement: 

•()} rq cloak every liiOIIclay 1110rn.ing 11 the 1110tto, 'Nothing can be 

aceompl1abed without enthuai&am' . I eatebl1abed th11 practice ao that I 

17ould be re:dndecl each veek that enthuaiaea baa a drivin& power which, in 

truth, aovea 1101111taina aDcl acc011pllehea lliraclea. NotbJna ia acc011pl1abed 

without enthuaiau. Enthuaiaaa locka tarwarcl; pre11e1 0111rarcl; earriea tbrouah; 

holda on and persists until the goal is reached. EnthWiiaam bas a smiling 

countenance. It reflects opti.miam, It makea b'iends and avorwhe~ enemies. 

Enthusiasm is an absolutely necessary ingredient to every successful under­

taking." 

And to Westinghouse executives: 

"Good canagement ia not necessarily go~ golf, In the past it baa 

been con!Uaod w1 th oocktella aDcl steam yachta. • 

()} the ocnduct o1' their departoumte he advises executives: 

•Never allov a good aDcl necessary thiDa to be neglected because 

or s<Be vaguo notion o1' a rule against it. Rather 1 check tba rule and WIWilly 

you will find that tbe good end nece11ary thing can be done . 

"Do not uae your budget to interfere witb a long range view 01 to 

what is f'or the ultimate good o£ your Divieion and f'or the oompaey 01 a wholo. 

•Keep before yourself and your aaaociatea tbe idea that neating­

house 11 a competitive business and has to vork tor all it gets, • 

It 11 his rule that a COIIJ'&DY 11111t deal squarely 'Ditb i ts employees, 

its stockbolclera , ita cuataoers and tbe general public; that booaat intentiau 
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ond good rill are tbe basis or all aucceeetul trannctiona; that a ca.pacy, 

like an 1Dd1vidual, IIII!St keep i t a prOIIiaao and IIIAka DO cOIIIIIitmenta it does 

not expect to fUlfill. 

Qt.her Intorotta 

Ph:ysioally Wr. Robartson ia a tall ...., ( sixo-feet wo) , robust and 

vital. At Allogh811)" ho was proud ot tbe 0 A0 he won on tho Varsity f ootball 

top. He is tODd or outdoor work and outdoor sports. Three tilles ..,...risd, 

be beo throe grOWD childran and tao iDtant grandsODs. The eldest child, tba 

foraer Elisabeth l.lootgomery Robertson, 1e DOW Wrs . Cearge Parkman or Pitt~ 

burgh . The otbor chlldran are David s . and rlllliam Ganeon Robertson, also 

ot Pittsburgh. Tho gr&Ddsoo ia Robertaon Parla>&D, SOD of llr . and Llrs . Cearga 

Par Ieman . 

Mr . Robertson i s fond of musio, and io a director ot the Pittsburgh 

Sympboey Orchestra Association. Ilia 1Dtereot 1D civic, educational and social 

wel!aro movemonta has brougbt him IUD)' roaponai bllitiea iD these fields . Ro 

is OlairiiiAn of the Board or Truatoae or Alleghoey College, a trustee or the 

Univereit:y of Pittsburgh, and a IIOJiber or tho Board or Directors of the Buh1 

Foundation of Pittaburgh. 

Ria busiDees reeponsibiUt iee are broad, and suggest the qualit;y of 

hh l eadership iD IUD)' fields. In addition to hie poeiti011 as Olairman o! 

the Westinghouse Electric & iiallutacturing Compaey and ite eubsidiary C<ll0-

pan1oa, ho is a Director of the rtastiDghouao Air Braloo Compaey, tha Union 

Switch and SigDa]. Compan;y, the C&nadian lloatiDghouse Coal}>aey, Ltd . , the Olaea 

National Bank of Ne" York, the l'armere Deposit National Bank and tbo RoliaDoo 

Lifo Insurance eo.pan;y. 
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This is on excerpt from an address delivered 
bc!fore tbe Cincinnati Chambc!r or Commerce on 
~l arch 3, 1939, and now emphatically repeated. 

I 
would like to see al C)f 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. 

A . W . ROBERTSON • Cflel,_, of,_._.,, W_.,._ IIIMtrk & - .. fo<rum.. '-Y 

Westinghouse 
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He ia a leader 1n the National Aaoooiati~~ ot Uanutaeturero and 1n 

1939 headed i ts Cocm>ittoe on National Defense and Induatrial lolobilization, 

t~hieh launched a nationwide survey of 1nduatr1al resources of tho oountry 

in ea so of "ar , 

Ilia booe is 1n Pittsburgh. 

Regraded Unclassified



12-Z. 

IJ'Iestiughouse Electric & Manufacturing Company 

JIYAGE AND SALARY PAYMENT PLAN 

... ... ... 
. . . . . T HE Wag~ and Salary plan applying co hourly paid and salary 

emplo)C"S o ( \\7esringbouse Electric & ~-fanufaeturiog Company is: as follows: 

. . . . . T HE basis of cbe plan is chac che Company's nee income for any 

cons~:cuth•c three months determines the pay chat each employe receives !or the 

ont o;ucceeding month. The wages and salaries chus determined art regularly 

inch1df'<l in the cost of operation. 

. . . . . WHEN che avo rag~ of ch~ monchly nee income of che Company 

(nN income is shown on Line 27 of the monthly Consolidated Earnjog Statement 

No. 2-A) for a chree monchs' period is $600,000. cbe employes receive, for che 

ne-xc )'UCc~cding month, their base rare of pay. 

. . . . . WHEN this three months" average Ott income or cbt Company is 

~rea~er chan $600,000, chen uch $60,000 of cho increaso (abovo $600;000) 

results in one percent increase on rht base wage o r salary of each employe for the­

next .succeeding month-so long as the average base payroll o( the Company for 

thf' same three months is not over SS,OOO,OOO. 

. . . . . WHEN the average base payroll of cho Company for che said three 

months is greater than $S.OOO.OOO, then the amount of the- ave-rage ner ioc:omt 

(o~bo"t 5600.000) which will resuh in a one perctnt iocnue oC base wage or 

s.a.lary for the nex-t succeeding month is the figure which bears the same relation 

co 560,000 which che avernge ba$< payroll of che Company for che preceding 

chree monchs bears co SS,OOO,OOO • 

. . . . . WHEN the three months· avenge net incomeisj(~Stl}a,p $600,000. 

chu portion of each salaried tmploye's base race salary over ft}it¥; per month 

b suhjected co a one percent reducrioo for e-ach unit o£ S60,000 that the net in· 

com~.: is below the S600,000 average. 

· . . . . T I-I.E plan will noc aucomacically vary che raco of pay for hourly 

r.ated employes " 'btn the three months' average nee income of c,he Company falls 

btiow $600,000 ~· monch-nor will it aucomacially vary cho roco of pay for 

~:.rary rated tnlployes whtn .said net income or tht Company f'111S btlow zero. 

· .... W LTH all wages and salaries dependi ng upon che net income of 

the Company and varying each mo nth in relation thereto. an incentive is provided 

for harmonious. efficient and profitable opencio n btne,6daJ to all interests con­

c .. rned in the " 'tlf-are of the Company. 

ISDUSTRIAl. RF.l.ATIONS MA RCil 1, t9J7 
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PubllciiY 
l)tpa11me:n1 

W E S T I N G H 0 U S E· A 
ELECTRIC f:1 MANUFACTURING OOMPANY 1.25 -

EAST P ITTUUJ.O H , lA. 

irl~ay , ~rch 24, 1~39 

THE RUU: Oi' !.:l!IORITIES 

An A<ldrccs b:' 
~·:- . (1. . ':1 . Robertson , C"n~.,.,.."n nr tho Boord 
~;cct l"'l~ho\.lse Eloctric a..,d t.:nnufaetur\nr; Co~pany 
nt lOOth A."lniver sar; of 
Clnclnnatl Chanber or Coru:terce 
Thw-•day , ~·arch 23 , 1939 

This is the One l:unc!redth A'Ullverury or the C~=ber of 

Co: trt"o t' Cinei!lnati. Tho occasio:1 n:J.t\.l.rt\11~· ~ives OJportu:~ity 

tor Q S\'TV~• of OUT tir.es in tt.O licht o: history . One hundr ed years 

"\UO the curlni:t ltnS r isinc on nn Ar.eriec.z1 ::npiro d('stinod to sur po.Gs 

a,:,thin~ tho vo rld harl pr eviously lr..n01·m . :!18tOt1' tel l s us of the 

cl?rl05 or Greece and the cro.ndeur or tho no1111n E! .plre at its height , 

and ''e nr~ te l <! tLat tr.c su.n .11cvor set::~ on t 'r-0 ..~r iti:3h t;r.pire , and 

~!·e Soviet Republic nurtbcrs, jtithin 1ts bordero , r:oro r.l llions tho.n 

a~· other nation. :OUt none or tho:o , .hothor r.odern or ancient, ean 

corre.re <:ith Yl~.st t.as de\'elor...: in tle l n!ted State: in the ?O.St one 

tunc!red year• . 

If ne could go back a l".undred ye;ar s .... e ~;:oul<! find the 

::tn.~e uron lihich the t:S ra::~a of c1 v111:at.\on \.'&5 t o be playee :;tran&ely 

t o.r·e . ::one o~ our basic rr.odorn eor.ven1encos 1ero a.vn.il ab l e or even 

1:'1. ex1stonee . Thor~ y:as, of cour se , no eloetrio cun ent for light or 

pO'.:o r purpo3oc , no c,a3 for heat or U·<,tin~. t'Lo !:e r os e!le oil or c;a.so-

line ; t~e eo.m!lo or t!.e tore!': ·.·ero abo\!"' tho onl:~ nenns of illumination . 

(:::ore) 
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A> a result , people e i t her ""'"t to bed mtl: t ho bi rds or hole! hand s 

1n tho to..rk . There \'lore no refri&erato.r e, no o!'lclosed stove$, cook­

Inc; beinc dono o.t fir epl aces . Clothes r:oro fabricated at hor..e as were 

boot a o.nd shoos . There ner o no mean a or tra.vol oxeopt over bad r oa.da 

on root or hor sobacl: or on rafts . Thoro WIU no means of COru!luni ca tion 

oxcep1.. u;, r.~Ull ael1 vered on hor seback. But alovt and strange a s this 

lifo of our forefathers ,,.. ... hWlcrod j'O&r s aco. it '"'S ripe for the 

dovo lopaonts which ha vc taken plllco . 

The architects or e~pirea lal~ their toundatio~s in Acorica 

u,on indlvl~ual f r eedoc and initiative, subject onl:,r to reaso:table 

rootraint . It is on this fo\llldation that our civilhation rests . lt 

provod an ~azin&ly stimulat in& atnoophcro tor tho development and 

rurthoro.nco or material pro~ross . Tho sun total of our rnatori~l gain 

Qlly bo e xpressed in the slrnplo atntomunt that here a J1tan r eceives 

r1oro tor hia labor t o satisi'y hie neods , Hhatovor they may be, than 

anyone has roceived elsenhere at any tiM, po.st or present . 

Th!s is a true otatette:>t or the pro•ont state of affairs . 

Cut aooothinc strangel;· evil hao crept into co.:r lives <lhich has ;>oi­

sono<l our nbllls o.nd c!i ssipated tho pleasure t:hidh tte r.li;:ht othentise 

enjoy in thio r.orld nhich t7e have built ror our•olvos. 7:e are not 

'·.a.p?:,' with \lho.t ue halve ca.de . In fact 1~ io quite obvious that ue 

ere .,•fforinr. t r orr. J:\ODtal o.nd spiritual 1nd1.:os tion. As a !)eople 

r:o ooo:. to bo artlictod •lith nuch t !to so.mo eMotional l>r eakdovm that 

aeons to cor.te to pamper ed r.te11bo r a o: tht idle rioh. Lite has lost 

ita :JCLvor and no do nat k~cwr who ro to tur~. 

(r.oro) 
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The situat ion is auoh a a to SiYe a l l thou&httul Een 

oaueo tor warry . iOe han built r,r""t cities with tcmerillg sJ<:;­

•orapers and beautiful monuments and f ine bouloVkrds and parks , 

but tho majority or tho people who l ive in thoae cit ie s a r e dis­

satisfied, foar tul and ripe for oh&ll4o• Generally speakint;, those 

noble cities of ours do not house ha:>p:r h~A~D beillgs. 

lie are surrounded, rmothor in tho city or in the country, 

by contorts and conveniences which aurpau an:ything a Queen could 

have c..-ndod in other da:ys . But thoro are millions of our people 

li!>o are fearful or the futuro &.nd have scant opportunity to onjo:y 

theao modem luxuries . And other aillicma fool that they are not 

catting their fair share ot lifo's rowards uhich they see available, 

bllt ou.t of the ir r oach. 

The extent ot the dissatisfaction with our times surpasses 

anythin!; known to history . The very fov.ndationa upon nhich our civil1-

ra.t1on reate are· under attack . We hear doubts openly expresse~ aa to 

tho advantates ot indhidual inltiatho althouth cmo voulc! thlnlc that 

tho proof of tho adventatos \"laS all about ua; and enrythiD<> !'r0111 the 

foundation to the roof of our pre•ont civilization is under attack . 

Nothin' i s sacred. Our whole culture and civilitation is trecblin& 

~or tho assault . 

Everywhere r1e see the phenomenon of tree Americans , here­

tofore l ords of creation, en5n&e~ in tradinc their individual inde­

pendence tor what they fancy ic oollcotivo security . 

(..oro) 
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The .Rule ot 111Dor ttlaa -. -
L.t ... brlatq. rnlaw the o1t•t10D41f ..... tt . 014 

cuet .. e aro beinr; abandcaed tor ""tr iad n.. ...... A&• ta not re­

apected. The inexper ience or :youth it exalted . We point with pride 

to tho tact that our DeW coller;o praoiAionte are uoually UDder thirt;y 

Court of the United States , Experience 11 o.,..rywhere belittled, 

Theao are oamploa of today'• unreat and diaaatiofaction with life • 

• 
ITe tin4 a profound chanr;o in the point of n.- of the 

iDdi•idual . Be no longer accepts rotpondbUit;y for hia own future. 

Tho Townsend Old Ar;o plan and tho Hue;y Lonr; Sh&ro- the-ITealth plan are 

two or mony illustrations of the tendency to oubatitute wiahf'ul ma11 

protection for individual responoibility. Cititena are now i ll fed, 

111 clothed and 111 houoed, due to no fault or thei ra . Thia ia di· 

raotly oontradictor;y to the old faahionod notion that a ahittleaa 

pareon was reaponaible for his ahiftleeaneee. Incidental chanr;ea 

he.,.. accocpo.nied these l!llljor chanr;ea. Pooplo no lon&er bu:y h0111eo, 

they b\1)' autoiiiObUea. Children are no lOftier deaired and the birth 

rate 11 falltn& alanllin&ly. OUr .... ueemente are prorlded by pro­

feuionale on the radio ar 1D the mOYieo . The old tt- ohhalr;y 

of men tot/l.rd women 11 dead or dytnr;. 

Children are UDdieoiplinod. llardahipa are no lon,;er 

reoognitod aa a ohallen~e and builder of ~u.raoter, Religion has 

fallen larr;ely into the baoksround with little or no belief in a future 

(more) 
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Ute ot ...-ri• or P ' ' ta . TMn ll a Mrlled toadeoCI)' to aooept 

the dootrir,e ot todill!-liw , t t r w Ue1 e-t • ..4rillk-eao!--

11> thil ataoapbare, wl\iab pr .. uppooeo that tu p...,..e ot 

ure 11 the at~- ot le ....... ourit)' b)' IUl)'TfUJable - • 

1• ~~&tW"&l that we turn to the state u a panaCM. 'II• bope it will 

£i" 111 the aecurit:J we l""l tor without ertort an our part. IDdindual 

lcit1at1n 11 no l""l'r Talue<l, ao •• are ready to aurrender it abo 

t o tba State. ADd aince the Federal OonMIM>It 11 biu;er and atr01141r 

t._ the State Gow.--t, •• are quite wlllln& to aurr-er our ri&)lto 

fJI4 tbe rlchte ot the Stat ea to the ratiDD&l toTe,_t tor almoat t.J~Y­

thin6 that will pus u seollrlty , enn th011&)l it 11 a prCIIIiuory note 

in Ohar&Otor and Of Til')' d011bttul Ttorth, 

Ute at the beot 1a herd . The old rule• re'!lllred oonatont 

dally etrort ond the , .,..rda _,. -c•• ond 1111oertaln. 11an 1o neither 

ateel nor marble and can endure only ao INCh betore he hr..ta . 

'fl\ia new attitude ot lite 1a olearl)' an attitude ot de­

teat and "'&:1 be explained, in taot can be e"Plained, in only one ~~ 

IIIMl)', that lite baa bee..,. too hard tor 111. There are ...,e loaera 

than w1nnera . 'l'he rules o: tba p~~~e are too aeTOre. ll'e haft quit 

tryins. llo jllll!'er atteapt• the bar olearl)' aboTe 1\ia roach1 no one 

raoeo when he oannot pouibly win. 1 leamecl what to expect .man 1 

unt 11f11 boya to achoola where the rulea were Tory ..... ,.. You lcnow 

the kind or ocbool wher e mokin; la not permitted, . Tthere enryane 11 

put oc hla honor u to "hetber he will buy OD i"e ere*"' ooda at the 
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corner drvcatcro, or ueo a •,..- la Latta. I tCND4 tiiM tile -. 

10WN the MllOI tile 110ft Oertaia lt aa tbet tile :rt h8t. qoallkq 

, • .,. liP try111r; to u ... up to tba, allll lt tlw l'llloo ..... hard •OIICh 

I would be oortdll to tllld a tiOftltottac -tlnc 11101 -!mHo 18 

pan a law proh1blt111' tlw 1110 or Uq~~or aDd we all qlliolcl7 tlnwlop 

• 811rt1ciont ...... or dlehonor to Tiolate it ..... tho-.;11 - prldo 

cur .. lno .., bo111r; Iaw-abidins oithono. Or tlllr:o t!Mo oboplo oaoo ot 

too IOToro trartic U5Uiationo ouch ao a twenty 111lo op .. tl liait 111 

a -ll t....,, We quialcl¥ hcido that tho low h too ''"" aDd pro­

coed to violate it, it wo can with illp!ll11ty. 

llow, vtat &ro tho canditiCftl ot our llOdorn lite that aro 

sc aonro u to cauoo uo to ourr011dor our indiTitlual intlopollllonoo aDd 

l.zmato low or oontliot, with ito r-rd or Tictory it wo tir;ht a r;ood 

tight! For 01oro than a c011orat1on we han boon morlnc rroa tho country 

into tho oitioo, In tho c>oUDtry we 11 Ylld 111.0ro or lou indopollllut 

livoo, barlnc at lout troo air and tiiDihino whioh donlopotl rod 

corpuaoloo an4 an 1Ddopondont apirit. Our tr011bloo wero tho troublot 

or nature whioh we oro bam to uduro it wo ooultln •t cure. Our lheo 

111 tho citi., are ftttly tlitroront. Our troublot ••• to be ..... ~o 

or at lout we are told they are. ITe do not outror nry INCh tr011 

otoru or tlroucllt but too orton we con •t rind work and th011 ..,., 1D 

tho to,. ot tho landlord, ouote ua it w dCD •t pay rat, or tlw vooor 

won't 1111 111 th111r;o to oat 1111lou w bon llODfl1• AD! tinell)', all 

thooe on.Uoo, in tho torm ot -· eap our couraco and ,. r;in up the 
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otr~~Ulo and bepn to look tor tho -•Y lito and ooourity, hen lt 

we "-... worl< 1t h work that moro o r loll deatroyo our il>dhidu&lity, 

It ... akoo uo feel u cme of a nameleu mob that so in and out of the 

factory door without much kncmledge of what IMlceo the wheels so 

•ro\ll1d. And again comes a sese of futility and defeat. Sometimeo 

we ha ... worl: and ocnn.times we have •t, the whole thing being a mat­

ter beyond our contr ol. !lone of uo could oto.nd up against these con­

ditione and preserre a tir;htln& opirit. 

The millions of our people "ho aro out ot worl: and other 

cillionl who naturally feel that they JIJIJ:J 1oon be -llcing the streets, 

hlvo been fed all sorts of f&loo dootrinoo nhich they have been will­

in& to aot upon; doctrines that promised more than their present ex­

istence provided. 

Tho stllte of gloom and Ul1Certainty Tlhich penneates too 

lart;e a --.jority of our cithono h rtell illustro.ted by the otory or 

the suicide-to-be who ••as stopped frOO!I j110pinr; over the railing of 

tho brldfle by a pauerby who said: "Heir;hbor, wl\y do you dosiro to 

take your o<m life when life is so r;oodt" The would-be auicide looked 

at hil:l with a question in his oye and hio ro1ouer oald as ho held onto 

hio lor;, •come down off the ra111111; and let Ul taU: things over. • Tho 

rescuer started to explain how cood life .,.., and the men chatted tor 

an hour. And then they \Tere both seen to oll.J:\b the rail in& and jump 

off the br1dt•• 

In thie state of ~;oneral upheaval and disaatiat'action ono 

h hard put to keep a level head. Thine a o.re not \ThAt they seem. Our 

(110ro) 
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natiOD&l wealth and proeper it, heft ftry oleuly not brour;ht ue the 

bf.ppinou , pee.oe and tranquillity for whiob m le~, Cl::-:;:; 1e our;­

t;ootod everywllore. Ae cithene or e. Republic, whlob 1a nOI't generdly 

tboUJ)\t of u a Democracy, we are fOl'ood to be.vo opiniona on e.ll new 

notiona and ' lo~ list of cure-dlo. And we do have opiniono "" tbem. 

Tho newapepore &nd radio commentator• kee p ua ri&ht up to the milluto 

011 every aubjeot . fi0l1'8ver, t~.e t nlth h , no one of us 1s wise 1110\lih 

to haft e.n intelligent opinion on eo many new tbinG•l liRA, AAA, RFC, 

CCC, TIIEC, nev oca:dssions dally, now taxea hourly . The opi!tions we 

do bt.YO ore based on our own liloited point of viw and our point of 

view 11 nooeaaar1ly restricted largely to our cmn experience, If we 

1'/ero whalea and aaneone asked us of what the Ttorld was made l'le ttOuld 

probAbly say "water•, or if we were oamele and were asked tho same 

question we would probAbly aay "sand" . 'l'ho faot that we are forced to 

judt;e overythi"G from our oun liloited exPerience crowdo ua into t:tost 

t.udDG o<>lltradiotory positions . Aa a cona~~~:ter we believe atrcnsly 

in lorr prices, but aa a laborer we beliovo oven more atron:;ly ill high­

or we.~;eo, wblch of course JOO&DS higher pricea. Our position u con­

SUlter ie in direct conflict t:rith our position ao a worker . As a pro­

ducer of one type of C:oodS t18 have one po1nt of Yiew and as a con-

8\IIOOr or otber goods , a different point of vioYI. Tho ..... 1ncona1•­

tonoy will bo follnd in the points of vieu of t. railret.dor, an apple 

tr~ror, ~ cotton cror~er, a Californian, a Ne\'t En~; lander, a college 

profoaaor or anyone you care to Cllllltion. 
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'fbero are ,._ iDoODailtODoieo that we ahara alike. We 

all belirre 1D reduoills taxeo and at th& au. time d-.,d thin&• ... ~ 

urvioes from Govel'nlllmt whieh auet increau taxea. We are all 1D 

accord in demanding f reedom for oureelvee and at the same time asking 

1 • .,.,., •vt.i.o:\Af on otnera whicn , 01 uut.U"a• , .1neY1tably le .. d t o reatrie­

tions on us. These inconshtenoiea arise out or the faot t hat Tte have 

to take posit ions 1D this Ttorld of cht.nt;e and can fusion vhlch are be• 

yond our Wlderatandin!; nnd Collprohenlion and V"" out or our special 

L~d imcediate interests . 

An anel;ysia of moat of our propoaed ct4nt;es vi 11 disclose 

that they spring from mnority preuure eroups flho desire •• ,., D.dVIlll­

tac;e tor themselves. which advantage must be paid for ~ the rest of 

the world . The worker nho demands hit;her Ylar;ee does not etop to think 

that u a consumer he must hl.ll' ... lf pey pert of the high wages and that, 

theoretically, 1r all tlllges Yfere raised the price of all products 

would be raised. This minority point of viott results in endless de­

MDda on f>OYenmem for special prh"ile~u vhioh rain g....,nur:ent&l 

expen111 on all hands but whieh the particular minority thinks the 

rw.jorit;y w1 11 necessarily pe;y tor. The reault or these oontlictiDr; 

dorands from pressure groups is a confuaion and conflict in our lawa 

matched only by the confusion and conflict in our 01m individual posi• 

tiono. We find the c;ovonment restriotin:; at;ricultural products and 

at tho aiUne til:te opending 1arce sum• of mcno;y to brine 1110re land 

under oultin.tion. It appoints o...Uaaiono and cHreots its attention 

(more) 
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t..,.nl t;i<rln£ •Pl")'1»nt to the older worker• and d1a~onra the ao1 t 

1e-ror• roetr1ct1ona ~ !~: o:wwn em!)lor...ent b\U"eaue. :t; is ...... ··~ -:.l".i. to 

1t1 own ccntrt.diotione tht.t i t ne.,.r non etopa to oxplt.in th..,., l!'e 

t.re told one minute there will be no lnoreue in taxee , t.nd the next 

11lnute they t.ro lncroas011, or th4t the bud&et 11 t.bout to be balt.nced 

t.nd the next minute it is throYID further cut of bt.lt.nce. It 1a obYiouo 

to tho moat casual student that <ro tluxt end £OYertllllllat by mincritieo 

or our ccnfuoion of thinld.ng and actinr; •ill t;row oteadily llOrse. 

To heap confusion on ccmtuoiOD, the tendency is not only 

to be r;o.,.med by minorities, but to blame Dinoritieo for all our 

troubleo. Praotic&lly every group of oithene ht.o boon blatlod for 

our dhcontont and unh&!'P'/ lot, tho bankora, tho l&")'ers, public utili­

ties, monufacturora as well ao ~sterious groups kn~>n &a Wall Stroot, 

Eoon011io Royalists , otc . There has boon enOUGh hate poured out in the 

arS"'""nt to color the Atlantic Ocean purple. Per instance, we in In­

duotry are blamed tor unenpl O)'l:lent and are \lrt;ed to increase both Otl­

plC)'IOODt and nfSes evan thoU&)• ""' are now eponding, as the report of 

tho United States Deportl:lent of Ca=gorco diaoloseo, ~. 84 for wages 

out or •••ry dollar applicable to ~,,.e., taxoa, intereet and tiYidendl . 

Juot how industry oould hire many more people or increase W&goa very 

~uch out of the ? . 16 left to pay taxes, di<ridendo and interest 11, of 

oourso, not disclosed. And this ~ .16 ia supposed to represent tho 

.wollon profits that Industry io alleced to receive. This only 11-

lllltrates how little .:e kncot about the problem• we are asked to 

IO}TO • 

(more) 
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Ollr ..-.•- ohilhatl• o.,...leto aot oaq at 1DII1rtdualo 

but alto or orpnlaat.ioaa, -t or whlall .,.. 'btwlaooll OCII'pOratl.,... 

»hlch - rorel91 to the npor leoo ot OW' roral'athoro 11114 about -.hloll 

,. Jcnow all too little. 

The- .:~bon. ~f!,•o. ot our Wa1neea ortWl&atlao• pro­

ducea a •••• or roar 1n the Jaindo or ... Ollr h~~&• bua1noao or&*'i­

•ationa do noed to bo CODiidored ao iotroduo1nc a .... el-t 1a OW' 

chiUu.tiOD. Thia polot ot new 11 ohared by Uboralo ..,d ooneona­

thoo alike. The 'r•t dirterence b-.. tha two, how ... er, io that 

the liberal h doainated by the duiro to INnl d..,. the bou.,. 1a order 

to 1<111 the rate, wher•a tho oonoonatho 11 an:douo to kill tho rata 

without burning tho bouoo. 

So 1t 1o with the reculatlon or bua1neoo. Enry IOD01blo 

IliAD roaliuo that some reculation 1o noco11ary . Tho uoat polat ot 

departure io tO detonnlao What o.n4 hcr.t much rosulat1CD boot IOI'Tel 

tho a1tuat10D. 

The lotonoo applioation nocoooary to opera~• a caopet1-

t1Te buolaou 1n t Mo world naturally tado to dnelop 1a all buolneoo 

Itt!' in Charco Df OUch acthitioo a llal:lOilOII Of dOYotion to their 

1ntereoto whiah etten loado to reoulta vhiob aro agalaot tha public 

woltaro ... .., thou~ the lotontion or the buaineae .... -y bo '""r 10 

scod, Thh ..... lotonao application, which budnooo d.,.Ddt, loada 

oritica to acouoe it or baing oolthh &Del llllll\indtul ot tho co .. OD sood. 

The problea bua1D8oo ...., he.Te 11 to dnolop a certain ......,t at -al 

aab1cloxtrollaD8u whiah will enable thea to clirect tho necoooary Oll8rg­

to their prhate purouitl and at the •- tiDO loaw ~ tree to ox­

orcioo their abilitioo 1n tho coaaoa sood . 

(IIOTo) 
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Azt::f al!lorlt)' la apt to d- th1D(:o whlob are a!.Mt 

vholly 177'""& tr ... tho point ot rl"" ot tho ...,orlt)' but it la 11ot 

correct to auwoe that a ninorit)' voup, 110 •ttor how iaporlallt i t 

l!a:J be , 1o roaponaible tor proao11t Ulllat1otaotory o01ldit10111 . Eftl')' 

aot1Ytty o.u~ ~ ... .,. bua1Del8 alld onl')' eo,..,1oo in our aodem world 

exiote only ae a small part ot the whole and ie in no oenoe eolely 

rupondblo for the dtuation in whioh it tindo iholt. \That I haft 

1o aind may bo well illustrated by conddorlnc u autoaobUo and the 

hard roado it uaoa. Tbe autoaobUo, u wo lalw it toc!a,y, could not 

ox 1st w1 thout tho hard road a and tho hard roade would not bo hero 

without tho autaoob1le. lieithor ono ooulcl oxbt or be in oxiatonco 

without tho other. And neither would bo available without &aeol1oo 

and oaoh one or tho three 1a reaponaiblo in a mensuro tor the other 

tlto , Tho analogy might be co.rriod on to tho fourth, fifth, ninth or 

tvontloth dilllonlion until "" find tMt ovol')'thi~ 1o conditioned by 

every other thin,s and our vorl<!, to be ••t in order, must be oo:aiclored 

ao a 1Jholo and not in ita frat;~~~onto . 

The Bible tolh ua that Ood labored tor aix da,yo to oroato 

the vorlcl, t.ncl • on the sixth day lie ado an. And && '" him doain1on 

onr tho oea, and owr the fO!'fh ot tho air and o'"r .,.,.,. livJ.n& 

thine tthioh 1o upon tho taoe ot the earth . And 011 tho onenth day 

He rooted" and did no work, We hove to Ul\11111 He lcneow at that tilDe 

the.t lie aaclo an t.niloel in ~ eo roatlou, ae wall ae eo onerr;etio 

and Ullprediotablo, that ee didn't need. to d.o aeythin(l but -toh hie 

antioa tor tho rest ot otomity. Porho.pa Uo abo reali&ed thoro -• 

(aoro) 
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no 1'\lrther need tor vorl: u Be created oo reotltoo a belnl: that all 

tho po~tlbl e work on tbio planet would be attended to. '!'be Lord £0.'" 

ua plontr or onorSY but not too IIIIIch underatand1Df:. Aa a roault .,. 

ruah hither and thither tlithout alwar• l:nOilinc what l7o are ruahlllf: for. 

In a world as o~p11oated aa oure , it ia n~tur&! that mi•­

illfomatlon 1a more common than correct 1ntorat1on. \'lhoo one otopo 

to thillk that tho truth must be told in a olmplo atrt.ishtfon>ard 

tuhion, whorou a 11o D1!f bo repeated in a thouoand different -r•. 
It 1a not to bo wondered at that J>.hilltormatlon Ia 110ro COI:I!O<ID than 

tho truth . 

Tho tl""' has co""' Y7hon tiO wat fae>o our problems as cltl• 

ttna of our vmolo country an<! not aa a membor of a minorlt)' group. If 

pooalblo >to murt sot a true ploturo of tho l'ull acopo or lifo. Aa 

oltltono of our cc>untry we shall not bo guilt)' of pulllnl; strings and 

lot; rollin(!; w~lch r es ult in a lltorall)' ondleaa amount of logiolatlon 

and achCilloo In favor of mall minorltloo but to tho dlu.dvantago or 

tho country aa a whole. The treuoruloua inoreaao in taxu in recent 

roara haa been duo almoot ootlrol)' to Net dm&r~~a of alnoritleo. Tho 

foollah ach....,a which we have trlod or Uotonod to aro all brain 

children of minorities . 

Tho Brookings Inotltuto, in a recent release, otrossea 

the need or developing •a consistent aoolal and ooonomlo plan •. It 

ouggoota that thlo pro~ram can bo arrived at b)' tho re-examination 

of broad polloloo that are n~7 I n contliot , which I interpret to be 

tho aame aa t he tdnorit)' ache.,.,. and plana to vhich we lnvo referred. 

flo nood to br ing order out of the conl'uoion in which ue live. 

(more) 
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Ul>lus we do doftlop the dhi.Dtereatod poi.Dt of now 

or cithoruo or the >thole countr J , our tut..ro would eeem to bo aey­

thin& but bright . Certainl,y confl1otins clal.Ju of minoritioe llill 

nevor eolve our troubles . 

Aa citizens or our oountr;, an:l not members or minorities, 

111 vtill see certain thin:;• clearl,y. Tho fir1t and moat important will 

be a clear picture or the basic reason tor our present unrest and dia ­

.. tiltaotion. Aa 110 hove said, it Uu in tho tact thet lito has be­

coco too hard for moat or us, particularly in the citioa. lfe han 

l oat ou.r cour&&e and do not know nhere to turn except to c;oYeTDJ:tent . 

1To ue oontont to be oupported by our ~;ovornment as long as it is 

able to do eo . ITo can not expect to chango h\llli&Jl nature and ttal:o it 

stroncor than it 1a except by tho el011 procoso of itlprovi~ the hwr.an 

aninnl rrhich some day, as citheno or our country , 110 'fill IIDdertalce . 

Az!d t ho quicker the better . But more i.mediato relief ia needed . 

Lite ~ust be ~de nore bearable tor our citizena. lie muet study and 

dniao wnye and mans in which tho ol~ tuhionod cooi'idonco is ro­

l t orod to the h""""' beo.rt, l1hothar cne reaid11 1D th3 city, worka in 

a factory or is a tenant tan:>or. Ho .,.., oan be a &ood cithen who 

aite do, ,n at his t able with fear throush the day and sleeps with 1t 

at his aide at ni~ht . The problao ia a difficul t one but its solu­

tion liee in a etudy of our lite aa a whole and not in isolated trag­

manta . 

One or the first thin&• oit izena or the country should 

concern th01"1aolves t1ith is the queotion of whether or not an indi­

TI.d\al who rocoivas special benetita fron the t;OTornnent should have 

(::oro) 
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& YOi .. ill the Oaat.r o l Of the ID~o Ia otber 111111'41
0 

lhou14 

people "" r elief baw the rl&bt to Yotef U th-:J loot thh r icJ!t 

"bon they went Clll rellet it 1111111ld 'Ill a t.-Dd..,.. 1Aoatiw to pt 

orr relief ill order to rep.1D the rir;bt or oitl-hip. At pre1aat., 

a peroon 011 relief little llloaat.iw to cot ott. Be 11 both Judp 

and ad-.ocate, AI a oi then he deoidu the oaoe ill hie """ ta...,.., Suoh 

a dual capacity h balioalq iDooDiiltct &Dd harl:ll'lll tc the oOIIDtry 

aa a 17bole. 

The theory that thooe who are dependent upon sovernment 

should not han tho right or l'ranohioe •• reoOSJI bed by the rr-ro 

or our Constitution when they prodded that oitiaeno ot the Dhtriot 

of Columbia ohould bon DO risht to Yoto. The IIOC!orn practice ot 

borrOIIln& •CDO)' to lin 011 h • oonrdlf way or puebln& OUJ' burd&DI 

ODto the ahouldoro ot our obildren. AI 1Ddhldualo .,. would not be 

£U1lty or so 1"" a trick but we are doillc it ao a nation, It otartod 

aa an emersoncy aoaaure but it 11 tut boc<Dln& a cuotom tbot will be 

diffioult to atop ehort ot l>Anl'Tuptcy. Tle 1111d to r .. lho ito awful 

oCDeequenoee aDd do couraseouely DQI't vhatenr 11 u"aaary to ou.re it. 

AI 1ondble -WI mll know that WI hen a lCilt; C&DpaiCJ> botoro Ul 

which auat be """ &Dd not a battle to be dooided ill a dl.y. Forty 

billiOD dollar• ot aat1CD&l debt pluo the etate lUll! IIUD.ioipal debt• 

h an appallln& bv.rdeD, and it nlftr otop• crawl.llc• It 11 larpr 

thio ainuto than When thio -oraDil~a -• writt111 laot woot. 

'J'bo ditfioulty ill aoquirillt tho poillt Of Yift or tho 

oiti&ono or tho whole nation arieeo tr<D tho tact that we are all 

player• in tho come of lite and thoro are no u.pir•• or rotorooo . 

(more) 
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llhat t ho Ylorld neoclo dooporatol.1 1a a o""""U ot ooaobea to rmu 

the ruloo o:: tho £U111, or a research laboratory 1n wbioh we 'all oub­

mit tho aoc ial probl""'• <lhich 10 ooroly ~oet uo and find out wllich 

ones ••·• Tliae and which are tooliah , Thio would help to clear our 

vidon. 

The lOJl& T&lll:O viOTf or a coocl oithen is often 1n ccmtliot 

\lith hil individual interooto, or hio official intoroato, it he happona 

t o be intoroatocl in business &I •oat or \II are. Enry ceor;rapbicol 

unit baa a separate l.nt<>reat ia oontlict with all otbor places . Aloo 

r;roupo of locllrlduals oprinr; into ~Ine tor tho aolo purpose of preaa­

inr; their opooial clai.. . Good oithena will subordiaate all t hoae 

intoreate to the common r;ood , Wore \71 are wise ono~h to lmw l1bat 

1o tho ..... on eood . 

As socoone ~~• aaid , our difficulties aro innumerable and 

our problena unsolvable. This 1a not an unusual condition as every 

a~e haa boon, and probably rill be , 1n tho aone predicDJ:lent . Tho human 

race t hrivoa on trouble. ;he diffioultiea of toc!ay \fill act aa a 

challenco to ow- you:ns r.en . \re aro boc~ to understand the c:auae 

of our t r oubles and out or this Wltoratandl!l;; ri ll ccno tho s olutico. 

·.re are bog1nn1ng t o roo.lho that our civi lication 1a lU:e a mtoh--­

f ull of opringo , t~heela o.nd balances rlhioh wor l: to&othor for a oo""""" 

end . All of our act1v1t1e& are important. llot ono whool rrAy be re­

l:IOVOd or ano balance disturbed •nthout dilturbinr; tho \7holo 'lltohaniaOI. 

With our bettor undorst&nding of tho 1ntr1oo.to rolo.t1onsh1ps of our 

llvoa m ll oomc a higher approo1at1on of aey worth while work we ~ 

be doing. C!anr;oa will be undertakan 1n the lic)tt of the vholo picture. 

(100ro) 
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or ua\llts . lleoa\IM people a' ettorta ue oUttoreut, their reaulte 

muat neoeuar ll)' be dift'ermt . 5"e vill reo.,.,he th1a law not a a .., 

evil thint; but aa aoathln£ 111e'f'i tablo and tor our e;ood . no will 

agdn roooe;niu tho taot that 110 exeroiae ot )'0\lr al"lll will make fly 

arm atrq. The onl)' rnards ano haa a riV>t to expoot o.re the r o­

warda he eama tor h1rlaolt. 

Saoeone has ... id. that the docreu ot total1to.ri1.11 sto.tes 

are one b)' one puttinr; out the Hr;bta ot 1nc11Yic1ual 1111tlathe. It 

h our hic h pri-rUer;e to preaer-re tho Ht;ht ot treeda:> bequeathed to 

"' b)' our toretathera and, 1t necessary, here in America relight the 

beDoona or treodom. 

This oa.k or aturd.)' individud1am llhioh has flourished 111 

America tor a century a11d a half mA¥ need pruning but we should re­

member that it t;r"" slcmly, little r1nc upon little ring. It 1.11 

earthquake or hurricane destroys it, it will be 11enorations before 

....., aoea ito like again. It should be preaor-rod at all coat. 

I vould li.L~ to see 0\a young r.cm, yea all or us, get a 

copy or the Doolaretiou of Independence ""ioh our ancestors published 

at tho inception of this country, L"lli re-dedicate ouraolYea to our 

country 's eo.uae with the Ad&Joaos, Car~ 1.11d Fru>lclins and aay with 

them, "In tho interest of serving tho eountr)', vo mutually pledge to 

each other our Livei, our Fortunes, and our Saorod Honor1" and fraa 

thia time hol1eoforth we are not businoaa men, eonsu.~rs, capitaliata, 

or employees, but C1t1zeno . 

·N»f 
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JAi1 2 7 1942 

Dear llr. fel'klaa: 

.. teres" le M4e to roer 1eUer of 
Jaaaar 7 1•, 19~2, requeat t .. tl•• OOPl•• ot 
011r ••~ reporta oo••n•c .. l ~4 Ita, .. 
expor'• \o aertala aoaalrlae. 

l aa gla4 t o 8011Pl7 wl ~ 70111" reqaeat. 
llowe•er, •• •cnal4 Uke to potat o.' at Ulla 
U• tllat '~ieee tl~• are •rel7 ~ataUn 
reporu at e:q10rh, •4 are M' to M -
el4ere4 •• ottle1a1 etatla t lee. •• 70s ao 
doe'bt reallu, ~ oal7 ottlelal ftPOI'' 
eta t le Uoe '" UION prepared '117 tile Bu'e• 
of rorelp &114 IIIO•eUo o.-r... laa...­
a e oer lafo,.., l oa h 4er1ft4 troa aoereea 
"'hlu are ~•fl7 aNd t~tr ,.rpoeu ot e,.ad, 
as oooalloaal error M7 M refl .. ~4 la oar 
export laforaaUoa. 'lberefere, l' 1• re-
qv .. u4 tlla ' o11r ·~•huoe M ue4 oa17 wl ~­
ta 7011r apM7, .-4 tbat tiller M 1Uerpre"4 
ae ., ... of as ladloaUoa of exporh thaa • • 
aa a,,..,.,, er ofnetel '-'*laUoa, 

•re are .. oloee4 flft oopl .. of Qe 
llh•' report. tvr 1111 ... k ea4tac Jaaurr 10. 
la or4er tbat 70111" reeor4• M7 'be cOIIPleU, 
l .. aleo •oloelq oople • of repor'• '"'~"­
lSJ ~ foU"-w"k perlo4 'betweea Deeealler 7, 
l~l aal J ...... , '· 19•2. 

t.l ... rel7 7011re, 

llr. IIllo fel'kl .. , 
h• .. U•e Dtreewr, 
!loaN ef &eoMala Warfare, 
Waebtacto•, •· o. 

. ., 
• 
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~··:·•· ...• , . ., ...... ~, . :,,, , .' 

In rcplJr refer to : OPR-c!!FS 

JAN 1 4 1942 

The l!ononble 
'ihe Jocre ~"'Y of the Treaou.ry 

Dear I."r. Secretary: 

Each \TCek you haw heen sending at•t1st1c~ covering our 
.xporta to certain selected desL1nat1ona, Ru...aia, China, 
Pur . .a, Mel othor blocked countries, aa co:lpllcd by tb• 
it'Ge:rury Depart;::ent, in cooperation :ritb the Do)lart-:ent 
or Co::."lerce. Such ti.J:Iely 1nCoM&t1on aJ ls ccntoincd 1n 
ti cso ~reekly reports is of considernblc valuo to the var­
'ou divisions of the Board of Econ0'1ic t.arfc ,.., . 

I \Toul.d appreciat e it very tlllCh if you could arranee to 
oond Ci ve copies or these reportn directly to me 1n the 
futuro . 

SincerelJr yours , 

Regraded Unclassified
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11J aur •· a..n'-7a 

I • ~-ia& •en er .,.._, • .... 
aperu to - ael .. t .. •-trloo ._ia& 

sao ..- n't•& l•_, 10, 1,~. 

S iaooro1J J OVa, 

Sooro t &l'J ot t bo 'l'roaaurJ 

• 
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I - =e) Mlaa •n et .,.._., -

- ....... k- MlM~ .. _ _., .. 

-.1 .. ua. ..- ..... z-, 10, 1"". 

I 'M•elJ 7-•• 

{~1cael) 1. • cr&eatba• • Jfe 

s ..... t&rJ et u.. .,......, 

Oelrd Wlllt. 1 • ._. ... ... ,, ...... 
GtrlM fl C:nr"•kr fl Iat-•t., 
ou ••u.-1 ruuau ., halMa ..Uf.1q, ., .................. . 
......... 1). c. 

&Miel-

I I 
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....... N ulls 
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l . l!!!r'' " ...... 
la,_h M lluda ae l!.-tM M tale bean., ...,. .. u. 

~ .. ~~ .... , .. ., ... .., 10, 1,.. _,_., ........... ooo,ooo, .. 
.....,.. . .. s.~ •JJP"• ... '-17 ... ooo,ooo 41U't ..... P"ft-
... t . N• t. 1111 llllpn' n..,.. fer .., o1a11e week ,, ... 
.uerlea'• e 11'ra- taw U. •ar. !be prtaetpel , ... waa 
••• ,..,.b aa4 -...ta. ( .. e ..,.. .. h o.) 

t, bper\o \0 C:btaa, ..,._ ... ._, 1., 

~'' \e free Cht~ta -"'" w eii1J' 191,000. ( ... 
Appell4h D. ) IIIPOI''O \e a..-, llewe'Pf'P, &_ft,H M .. er 
et,ooo,ooo. ( Ilea AJJPOa41a 1.) 

110 upor te \o Oeovpte4 ahlaa or Ronc t aec ••re ",.,._. 
brl"f U.. • eet ~r re•te•. 

' · b per!t to lap!! 

... .,..,. to .,.,.. "" ",.., .. 4urllll \be .. e ....... ......... 
~. bporh \e "'Mt 

.. ......... w ,_ .. " " ...... arlac Ult ......... ......... 
5· l !]!!rh w olaa11r lllleeU. -nrl!t 

lrpor\t \o ot lul r 'bleoae4 .. va\rh! aN 11••• 1a API'•~• A. 
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TO 

TREASU RY DEPARTMENT 

INTER OFF1CE C0Jo1MUNICAT10N 

Secretary Morgenthau 

v, Fronk Coe < ,r 

15-l 

oAn Janu-rr 22 ,19u2 

Yo· saia you wan~ed me to spe~ to you about 
r . ')'lor . 

, r . Tyler h as been senain~ you ao:e interes~1n6 
ter1al . However , h i s plan for the Danube does not 

see. to us to solve t he nht1ona..l1 t 1ea problem there . 
lt ls a i • icult to see ho~ any national plan for ~he 

:.nube c an be satisfactory !1' ~he plan divides tne 
i)lli\UDe Basin into several "net1ons" on Jeo_;raph1cal 
lines , 
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DEPARTMENT OF STATE 
"f" WASHI~ 

-~ ~c::f? ~ a -c• -<~. 
~~ ta repl7 refer to 

Ill January 7. 1942 

M7 dear Xr. Seoret&rJ : 

The Departaent bae reoe1 nd froa the Aaerio&A 

Coneul at OeneY& the text. of t110 et'Qdi .. on \he 

pol1t1oal all4 econoa1c probleae of Cutral all4 Sou\11-

eeetern Europe, prepared b7 Xr. Ro7all !Jler. llr. 

!Tler requeeted \hat oopiee of thea be tranea1tte4 to 

J OU. I am glad to encloee thea herewith. 

81ncerelJ Joure, 

Por the Secretary of state: 

Encloeuree: 
!exte of two 
etudiee. 

The Honorable 

Ad.ol£ &. Serle, J 
Aaa1etant Secreta 

----
Henr1 Xor&en\hau, Jr., 

8eoretar,. of the Treaeurr. 
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COIJ'IDEN':IAL 

Geneva, Bwitcerland 

October 27, 1~41 

Jotea on Pol1t1oa1 and Econo11o tront1er1 

tor the 

Danubian and Bal!An Statee 

b7 ftoy all Tyler 

I. Need t or Regroup•ent 

1. Taking it t or granted that Hitler 1e going to be 
beaten, the tront1ere to the East end South- Eaet of Oerman7 
will have to be reoone1dered. Aa drawn in 1919-1920, they 
were among the major oaueee or the present war, giving a 
diaoontented Germ&nT a oho1ce or opportunitiee tor under­
mining the Treatie1, atarting at the poi nt• about which 
the Western Powert oared leaet. It the next Settlement 
ia to endure longer, a better eet-up baa got to be devieed. 
A caee wae preaented in eome notea on Self- De t ermination, 
dAt ed 4 October 1941, tor l117ing down the aotual areae or 
the future atatea, on grounca or general expediency. before 
their inhabitant• deoide what form or government they 
dee1re. !hie aeane that the U.S.A. ought to be read1 with 
a general plan tor Central and South-Eaet Europe before the 
war oomee to an end. 

2. ..eua1ng agreement that the 1919- 1920 frontier• 
are not going to be perpetuated, what ought to be provided 
i n t heir etead? We want to allow ae auoh ae poeeible tor 
bonde or language, religion, raoe and tradition, while 
deviaing unita that are sufficie ntly large and well bal­
anced econo•ically, permitting t heir peoplet to earn a 
good living, and that are atrong enough to puraua an 
independent policy, and to reeiet exploitation by powerful 
and poeaibly lawleet neighbore. 

3. It would be a waste or time to go into t he reaeon1 
why the detunot Dual Monarchy cannot be reeueoitated. But 
it would be wall to reoognice why the Dual Monarchy, with 
al l it1 deteota, worked better than the 1919-1920 Settle­
ment aver did: it embodied a principle, that or Duality, 
which aay give the anawer to eoze proble•• that have to be 
taoad now. In t he 1919-1920 Sett1eaent, oountriee were 
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toraed in eaoh ot which one aingle nat1onalit7 waa pre-
4o•i nant, the othera haYing t o content themael•e• with 
a •inoritJ statue oarr,ing righte which i n practice were 
aore etten ignored t han honored. The failure of the 
1919-1920 Settlement ie largelJ imputable to thia detect . 
we ought to learn ao•ething fro• a painful experience. 
The beet line ot attack would be to tore stronger unite 
than thoee that broke down from 1939 on, The countriee 
under review should be grouped in three relativel y l arge 
etatee, eaoh toun~~~ on a dual basis: (1) ?oland-Czsoho­
aloYakia, (2) Hungary-Roumania, (3) Yugoe1avia- Bulgaria. 
(See attached sket ch-map.) The r ed dotted line, ot oourea, 
~ive e only a rough indicati on of what the frontiers ehould 
be. In eome casee, as tor instance the Sudeten region 
Sileeia , the Banat and t he Baoeka, a thorough study wouid 
han to be undertaken on the spot bef ore drawing the actual 
frontier. 

4 . Before goi ng into detaile about t hese three pro­
rosed unite , some remarks muet be made about the eastern 
border to be g iven t o Germany. It will be noticed on 
the attached sketch- map t hat it ie proposed t o leaYe 
Austria proper, with Vienna, i naide t he Reich, as well 
aa part at least ot t he German fri nge, known as Sudeten­
l and, of ~ohemia. 

5. It hurts cruelly to he f or ced to t he oonolusion 
t hat the cause of future peace will best be served by 
r atifying the Anschluss. But we had better t hi nk twi ce, 
r nd t hen twi oe, before embarking on any other course. 
An i ndependent Austria would have j oi ned the Rei ch i n 
1919 , and, under the pretext of a custotoe-uni on, in 1931, 
i f the Powere had not rorbiddsn it. And it will be remem­
bered that t he Hague Court, in 1931, onlJ t urned down t he 
custome-un1on by a majority or one. Wuoh or the Austrian 
resietance to Germenr after Hitler had taken power arose 
from hatred or Naz i dom. We ~ope that t he future Germany 
will not be Nazi. But t he strongeat argument against 
attem~ting to detach Austria f rom Germany ia that it an 
independent Austria, under oath not to joi n the Re ich, 
'"ere part or the new Settlement, German)' would haTe ready 
to her hand an ideal issue tor stirring u~ trouble. No 
ohai n 1a stronger than i te weakeat l1nk. I f the chain 
ot stntea to the east or Germany from t he Baltic to the 
Black Sea e.nd the Adriatic is to have a chance or hol ding, 
it muat not depend on as fragile a link e.a would be repre­
aented by an Austria se•ered rrom GermanY by the will o! 
the Po .. ere who have Just won a world war. 

6. The argument tor depart i ng from the historical 
frontiers or Bohemia so as t o leave moat or the German 
fringe in the Reich is baaed on eim1lar conl1deratione. 
It ia i mrortant, taking a long view, to reduce to a strict 
::i n i.llua the p:i.aus1ble gr ounds o r comrlAint t hat may be 
in•olYed in t he f uture bot h by Germany and by German 
mlnori t i ea 1n other atatee. Enough of t heee ~rievances 
will remain to cause embarraasment, anyway. And from the 
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aoral point of Yitw it wollld enoengthen our oue if 
our new Settleaent took OYer eoae rearrangeaent1 a.plf 
Juet ifie4 on objeotiYt eoruti117, obtained b7 o.r~anr 
before the war etarted 111 llil311 at the expenee of the 
lllllil-llil20 'rri&U .. , tYen 1t the)' Wire won bJ the deteet­
ablt aethode of Nad gangeteri!e 

7. It 11 aleo propo11d to le&Ye i n Ru.ngar7 put. 
of SloYakia whioh art aainl7 inhabited b7 Magrare, whoet 
inolueion in OztohotloYakia wae obtained on the etrength 
of arcuaente that fall to the ground when a union between 
OzeohoeloYakia and Poland ie contemplated. Further, 
Ruthtnia •&7 11 well be gi•en to Hungar,. It ia iapoe­
eiblt to be 1ure, tod&)', where the eaetern frontier of 
Poland ia going to run, and thie queetion of the Sub­
Carpathian proYince takee on a different l ight accordlnc 
to whether ite northern neighbor ie t o be Poland or Rueeia. 
But in &nT cut Ruthen1a • a ohlef ole1a to the world ' • 
intereet il that it contain• the head water• of the 'rie&a, 
or 'rhtiee, whloh it il important on utilit7 ground• to 
attribute to the State through whi ch that riYer rune on 
itl oouree to joi.n the Danube. !here neTer wu 1111 valid 
reaeon, of raoe, epttoh, tradition, or econoaice, for 
tacking Ruthenia onto Slovakia. 

8. Oriti cila •11 be aimed at t he general eet-up 
here auggee ted, becau1e all three of the propo1ed dual 
etatee are to combi ne people• who have, in the paat, been 
eneaiee. Well, wQ1 not take the bull by the horne, and 
put theee old adYereariel in a polition in which the)' 
haTe equal rightl and a etrong inducement to get on 
together? The English and Boote had fought one another 
tor •1111 oenturlea when chance brought thea together under 
Jaaee I , and 7tt the oombination hae worked. Cannot •• 
do ae well b7 deaign aa wae done in that inetanoe b7 a 
f luke? All the aix nation• oonoerned have had bitter 
experience of trying to get along b7 t heaeelTee. !here 
haYe been plentT of eigne einoe th11 war etarted that 
Polee and OzeohoeloYake now realize where their oo .. on 
i ntereet liee. For a long time paet, eoae ot the beet 
bead• in Rungar,r and Rouaania haYa been oonYinoed that 
thaea two oountriee will neYar be eaoure until theJ Join 
forou . 'rht eaae •11 be eaid of YugoelaYia and Bulgaria. 
Opinion ie ripe for action. But unl••• the u.s. A. takee 
t he acti on, it il auoh to be feared that it will get into 
the hande of repre1entatiYe1 of the 1919-1920 Suooeeeor 
Btatee, who would eake a ae11 of it by which Germ1117 alone 
would profit in the long run. Thla 11 an atfe1r for 
grown-upe . 

II. Thrtt new Dual §tatea, and old Albania. 

9. Poland and CzeohoeloYakia, in aeeociation, eight 
han an area and poplllation roughlJ ooaparable to thoel 
of France. !he State thua f ormed would haYe an outlet 
on the Baltic at GdJnla and a free port at Danzig, and a 
port on the Danube at BratlelaYa (Praeeburg ) . Ita ra11-•&T• would gat, beeidee i nternal tratflo, eTer ythlng 
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pa .. 1AC ktftea Oei'UJIJ aad Ruda. U would han 
i•eue natval retoU'Otl : ooal, foreah and wahl"­
power in the ao.ataiae of llo'Yakia, eoae 'Yaluble 
out-of-the-wq ainerale, tbt wheat land a of llora'Yia an.d 
Poland, the Yaried 1ndutri" and bankill8 and 1nelll'aaoe 
bue1n••••• of Boheaia, auob part of lilee1a u atght be 
adJucJced to the new ltate and the 1ndu.a\r1al region of 
Weetern Poland. It• iron would hal't to ooae froa Lor-
raine and/or 8we4ea. It would haTe reaer.ea of labor 
able to aan .,. n~and1ng induetl')', and, 111 the greater 
part of Ua territor)' , a etandard of 11l'1118 eo low u to 
leal't a broad aarg1n for reuonable iaprol'eaent. Polee, 
Cseobe and lloYake, t hough d1et1not nat1onal1t1ea , are 
nearer to oae aaotber than the7 are to 1.1\7 of the reaa1n1nc 
SlaY peopl... There would be a r elat1nl;f large but eoat­
tered Geraaa a1nor1t,. A high percentage of the population 
would be Roaan Cat holioe, with ttl'tral a1ll1on Jewe, oh1efl;f 
in Poland. The fora of goYernaent and the oonetltational 
rel atione between Polee, Czeohl and BloYaka ought to be 
deteralned bJ the 1ahab1tante tbeuelne. Bot h oountr1" 
are republic• alrea4J . 

10. I!UJI8&17 and Rouaania, b7 agreeing to federate, 
algbt put an end to a long period of eterile etrlfe, gi'Ye 
laeting tranqu1lit7 to t orn frana)'ll'ania, and fora a Ullit 
poeeeee1ng great eoonoaio aeeeta. !hit State would hal'e 
the Danube watel"-wq and porte on the Black Sea. It would 
be deeirablt that 1t ehould retain the free port at F1uae 
in Ital7, wh1oh Hung&l')' hal enJoyed f or )'tare put, and 
alec that it ehould be glYen a free port at 8ueall:, aoroae 
the r1Yer froa F1uae, in YU«oelal' territor)', eo ae to 
41ain1ah the danger of tratfio to either port being 1ape4ed 
b.r exoeeeil'e freight chargee . !he partnereh1p~ould find 
in the newl;f opened up oll f1el4e of Kung&l')' ooapeneat1oa 
tor the e:;:sre•a1l'e exhaaat1on of the Rouaan1an well•. 
Hung&l')' depoe1te of bauxite that hal't hardl;f beta 
aoratohed, and li&nite, Rouaan1a baa natural gu, gold, 
aoae aangan"'• and ealt . Ther e would be abundance of 
wood and of water power. Alaoat el'er)'th1n&, except 
rubber, oan be gJ'Otm aoaewhere 1n the terruorr oontea-
plated. RIUII&17 pen""' avperb graainc lande. Hungar-
Ian 1nduetl')', deYeloped rap14lJ dlll'1111 the decade before 
t he pr eaent war , ahowed 1teelf capable of w1na1n& dletant 
aarll:ata, and aaaoo1at1on w1tb Rouaania would g1Ye 1t a 
hoae aarll:at capable of enoraoua expana1on, oonauaption 
ttart1DC troa a l'el')' low ltYtl. rh1a thould prOl't a 
atrons 1nduo .. ent to Hung&l')', wh1oh oountrr l eft to itaelf 
oould hardl7 eeoape beooaing an eoonoaio dependeno7 of 
Oera&JIT, with t he r .. ult that 1t would be forced to aaor1-
f1oe ita induatl')' and to deYote 1taelf t o growing wh.SeYer 
Oera&JIT aight want 1t to grow. HUng&I')'-Rouu.nl.a would 
contain a p1otl&J'eaqu Yaritt)' of languasea, rel1&1ou and 
raoea, with ite Ro-.ntana, Kauare, l!llrabiana, Saxona, 
Ruthenlana, Jewa, !artara and Araen1ana , to eq noth1nc 
of laleta of Serba, Croata and other odda and enda. 
!bert would be an area of aoae ~ t bouaand aquare 11:1lo­
aetera and a total population of about 27 a1ll1one, the 
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1ars .. t oleaonh bdq 11he Rou.an1u aad the ruuar 1a 
J'OU&bl1 o4Ul poplllaUoao, thon T&r1ou 1111141 of- aeruaa 
Ulfa ltwl • llo ... Odhol101 (1ftola41q Ullhh ) plu 11be

1 

yariou Protootu11 4oaoa1naUou wollld aore or 1: , bal­
aAOt the Ol'MII 01'11hoUJ: 1a -boro Ul4 outbalaaoo 1lbea 
1n woal11b and 1natl'1l0Uoa. !hero wollld bo ''" .. Pro-
tootant oloaonto, CalT1a1ot ud Latboraa, an4 1••• awaorou 
UIIHOI'1aDI . !bore wollld OTOD bo l<ae lloolou. !be Proho-
tanto ot all doaoa1naUono WOilld oftl.T aaouat to oou 1~ 
ot tho total poplllaUon ot the now 8bh, q qa1n11; rolllh17 
on~-tb1r4 1n pro10nt RllJ1CaJ7, but tho1r woalth, abun, aad 
1ntell.1gonoo wollld g1Tt thea pour out ot pii'OporUoa to 
tbalr nuabol'l • 

Both Rllft6A17 aad Jlloiiii&D1a aro aoaarob1 .. a1roa41 • 
.t. peroonal wdoa, on the 11aoo ot that wh1oh toraorlJ 
bound Alii tr1a ond Hwi8A17, a1ght bo appropr1ato, allow1nc 
tho oonot1 tut1on ot oaoh ot tho two oountr1oo to oubo1ot . 
But, onoo aoro, thlo ohould bo a queot1on tor tho Ro .. an1ono 
and Rllngor1aaa • 

.t.o tor gott1ng along tosothor, no ono who llaowo both 
peeploo oaa d.cnlbt that tbo7 baTe .. good a obaaoo •• ~ 
hopeful pair ot t1ano'• · !'ho1r pol1t1cal rolat1ono woro 
po1oonod tor long gonorat1ona, both botoro 19li-1920 ud 
atterwarda, b7 tho !'r&ni71TaD1u probloa. Man to .... 
t he7 undorotand each other auoh aoro roa41l1 than e1thor 
part7, burn1as w1th 1ad1gnat1on about Tr anoJlTan1a at oaoh 
1•, oan br1q 1ttolt to a4a1t. Thoro 11 no 1nooapat1b1l1117 
or obaraotor botwoon thea, u thoro 1e between Mas7ar and 
Czech. In tlw 1atorwar por1o4, when a Hungarian dolosa.­
t1on wont to Prague to nosot1ato a ooaaoro1al agrooaeat, 
1b Habort u .. d to 701J1l awq their oTon.1.ngo 1a tha1r hohl 
or go to a IIOT1o . fboll tho7 wont to 8uohar01t, 11ho7 opollt 
their n1ghh 1tt1lll tho town w1 th t he1r Rouaan1an colloaguoo, 
tb1cll •• tb1noo. 

Troni71Tu1a 1e a 41tt1o111t problea. t'he 8dkol7 
(Szeoklor) olouat 11 aottl7 10ttlod 1n tho oxtr- J:aot 
or !'r&lliJ1Taa1a, 1a tho olbow or tho Oarpatb1au, and 
botwooa 1t aad Rllllla17 proper thoro &1'0 roc1ona 1abab1tld 
aa1n17 b7 llo-.iaao. '1'h1o 1o tho ch1ot or a .. r1 .. or 
thol'IQ' qwoUou . t'ho RoU&Il1aa oqo tor 4o11J1ng that 
tho 8&411•17 1o a Bun&ar1aa will not hold water. '1'bo 
8&61lo17 1o .. olo10 \o tho Jla87ar .. a Yorlloh1ro ... io 1:o 
aa J:aat-.t.ngl1an; at &ll1 rah no one ou oonhnd tbat tho 
8dllol7 hat &ll7th1ng 1n ooaaon '1'1 th naohe or IIOldaTiano. 
8oao ot the Jllul&ar1an cla1ao abollt '1'rant71Tan1a are oquallJ 
v.aroqonablo . '1'bo obanooo aro a good thou and to oao 
qa1not &ll1 Uno dran thi'011Ch 'l'ranq1Ton1a, or &117 ~tUlo­
aut alloU1ng tho wholo oount1'7 to o1 thor llollll&ll1a or 
Rllng&J'T, Ching pnoral uttoraot1on. t'ho oftl.T bopo io 
to allow that ancient and b1etor1oal17 TOJ'T roaarkablo 
pr1no1pal1t7, tho ora4lo ot roli&1oua tolorat1oa 1a 
Ohl'iotendoa, outono., etatuo 1n ouoh a union .. that 
propoeed aboTo. Tho end or tho preoent war ohould proTo 
a Ood-g1Ton opportun1t7 t or reaching a w111 oottlement or 
all t ho Bllllgaro-Rouaan1an probleaa, booauoe, bot h countrieo 
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bdll8 a\ pr .. ent on tile WJ'OII8 1141, troa our po1ftt of 
YiiW, and a1 we tru1t 'be loliftl eidl, there lhould b1 
none of that teaph.Uon to reward an all.J and p1UI1ah u 
ene-t wbioh wa1 too auoh tor Ul all lut tlae. 

ll- YIICOilaYia and Bulgaria are 1nhab1ted aa1n17 
b7 Slu-epeakln& p1opl... !be 1dea ot un1t1ftl tbea 11 
not a new on1. Wlae bead• wltb 1ntiaate knowledg• ot 
both oountrhl think 1t would worlt. llonhnegro ehould 
be included. Dittioultiee wlll be a•t wJtb, greater 
dlttloulU .. t han 1n the cue of RD1111an1a and llllftl&r7, 
beoeu•• while Yu8o•la•1a reeleted aagreeelon and the 
Serb• and croate are do1118 wondere to lteep a large 
oooup7lng toroe bu17 •••n now, Bulgaria hu been a 
dooill inetruaent in Hitler'• handl and hae, eoaewhat 
eh .. etaoedl.J it ie tru1, profited b7 Geraan viotoriee 
to annex relatiYilJ blg elioee of Serbia and ot Greek 
Thraoe, u well u the eoutbern part of the DobroudJa, 
which the lut 'l'reaUel gan to Rouaania. 'l'he Serbe 
will want tbeir r•••nge, 1t cur elde oo••• out on top. 
It there were to be a ooaplete}¥ indepenbnt Bulgaria, 
th.l ohancee ot that oountrr getting treataent, at the 
next Peace parleJ, aalting tor reoonoillation would be 
poor. The belt bet would be to ooabine Yu&oelavia and 
Bulgaria in a pereonal union unbr the preeent lt1118 of 
Yugoelavla, loading all the s ine ot Bulgaria onto llftl 
Borle, a monarch ot reaarkable qualitiel but who ie, 
or we hope wlll be, out ot luck tor having baolted Hitler. 
The young king ot Y\lgoelaYia aight do woree than to url'J 
King Borie'e daughter . She at leaet me¥ be held innocent 
ot oonn1Tanoe wlth the Axle, giTen her tender age. 

The Kaoedonlan queetion etande between Bulgaria 
and Serbia, Juet u 'l'raniJlTania keepe HUD8&J'7 and 
Rouaania at louerheade. Exact}¥ how U ebould be 
handled, the pre11nt writer would not pruuae to 1&7· 
Unlllte 'l'raniJl•ania, Kaoedonia hal not been independent 
einoe Alexander'• empire broke up. But chancel of 
appeaeeaent depend on a eatietaotor,y eettleaent between 
Serbe and Bulgare, and that can onl7 be aohiend b7 
founding a coaaun1t7 of intere1t1 1n which the two people• 
would be partnere. The croatian-Serbian tansle would 
etill reaala to be etralghtened out. The Moele .. ot 
Boenia aad Herugo1'1na, and of Nort~Eaet and Boutb-Weet 
Bulgaria, ba•• alW&TI been good citi&ena of their state• 
and would tlt well 1nto the union here adTooated. SUch 
a oountr7 would haYI dauliftl eoonoaio opportun1t1 ... 
It would baYt a long etret oh ot oout, wltb lplendid 
porte, on the A4.r1at1o, porte on the Black Sea an.d on 
the Danube. It ousbt t o be giTen a tree port at Salon­
ilti, on the Aegean. It would be riob in toreete and in 
water power, 1111 eo 1n oll (u tar ae we ltnow now) , anl1 
etill leee ia ooal, though there are tairl.J large quan-
titiee ot lignite. It would ha•e the big copper and 
bauxite depoeitl ot Serbia. !be mineral reeouro•• ot 
t he region ba•• not ae 7et been adequatel.J prospected, 
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t bollih thq aJ"e lulon to i nolude I OM aacn11i ta ohroaa 
antlaoa, and sold. A craat 41•ara1t7 of ao11 ~d ol1~te 
taYora .rer,r klnd of acru1an production and cattle raia­
inli fro• the Alpine •all17a of Slo?enla to the tobaooo 
tie de of the lti'Uia •alle7. Induetr,r hie aade a etut 
ln SloYenia and Croatia, and fin~• • lot of the raw aat,rl&L 
required i n the oountr,r lteelf. !he populat1one, both IUco­
tliY and Bulsarian, are labor1oue and n116 noth1.q but 
tranquillit, to co ahead and •utl7 to 1apro•e t heil" atu­
dard of ll•inc, wh1oh ia ati ll extreael 7 low outaidl of 
Slo ... nia and parte of CroaUa. !he difference of rue 
between 8~rb and Bul&ar need oauae no trouble, aD7 aor1 t han the fact that Create and 8lo•en11 are Odhol1o while 
aoat Serba and Bulgar1ana are Greek Orthodox. YusoalaYi&­
Bulsaria would ha•• an area of about ~o thoueand aqUaJ"e 
k1loaatera, and a population of eoae 22 a1111on. 

12. !he central arranseaent here outlined for the 
oountri11 between OeMI&Jl7 Md Rueeia and for the Balkana 
would sroQ tosether , 1n well-balanced oueto .... utte , (a ) 
praot1oa117 all the non-Ru8eian North-8laYa, (b) the 
llauara and Rouaan1ana, and (c) the 8outb-8lan and Bulcara. 
Thia would 81•• a atruoture at onoe aillpler and at roll!!er 
than &DJt hiDC t he dla\rellful rec1one oonoerned ha•• e? er 
known Jet. It ie worth while t o look baok for a aoaent 
and to ooapare the kaleidoaoopi c ooabi nationa of atatea, 
or rather ouatoae unite, that the7 haYe preaented in the 
oourae of the laat thirt7 71are . Lta•1nc aaide Ruaaia 
and Geraaa,, and alao Greeoe and Turke7, aa f ixturee, we 
haYe had: 

(a) Before the 1919- 1920 Treatiea: the Dual Moaarcby 
ot Auatri&-HWl8&rJ, Serbia, Roumanla, Bulsaria, Albania 
and ltontenesro, i. e . 8 cuatoae-untte. 

(b) Between the 1919-1920 !reat1ea and t he Anaohluea 
ct March 19M: Auatria, llllJl8arr , Cu choalovakia, Poland, 
Rouaanta, Yusoalavia, Bulsaria and Albania, i. e . 8 cuatoae 
uni ta. 

(c) At the tiae of writins, October 1941: Hunsar7, 
Rouaan1a, Slovakia, Ser bi a, Bulsaria, Croatia, Albania and 
ltontenesro, i.e. 8 cuetoaa unite. 

What ia now propoaed would aake 4 cuatoaa unite, 
ocunttnc Albania ae one, u coapared with 8 bef ore t he 
1919-1920 treatiee and 8 f or both of the ooabi nati one that 
have been tried tinct. 

It a&T be expl ained i n paaei ns wbJ it ••••• preferable 
that Albania ehould be i ndependent, rather than aaacoiated 
either with Greece or with Yusoalavia-Bulgaria . !he 
atr&ita of Otranto are narrow, and Ital7 •aT ae le&itiaatel 7 
obJect to aeein& one of t he bi&~er Balkan powera 1n poaaea­
aion of their eaetern abort ae Great Britain obJ eota to 
Ill i na Oe1"111&ft7 ina talled i n J'rance, Belgiua and Holland. 
And YugoalaYia natura117 f ear• belns bottled up in the 
Adriatic b7 an Ital7 in control of bot h eidll of t hen 
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narrow aeu . n ia olear}J' a oue tor an independent 
Albania, and the oue ia oont11'1Nd by the peollllu 
1ndiY141&&11t)' or lbat c;ounn,-. ling ~~ and Qll .. n 
Geraldine had better be Called baok. Of OO¥rae it 
1a hoped that a atrong international agenor w1ll'be 
able to enaure that there 1a no tupering with Albania • a 
1ndepenoenoa either by Ital7 or by &ft1 ot her neisbbora 
by land. 

1~. The aettlemant to ooae would not deaer.e the 
naae it it tailed to make Bulgaria d1agorge Greek Thraoe. 
Greeoe ought &leo to haTe releaeed to her by Italy the 
1outhern ~oradee, the group ot 1elande ot which Rhode 
11 the largeet. For the aatter or that, ehe ought alec 
on ground• ot raoe, religion and epeeoh, to baTe Cypr u1.' 
aut there we run into Great Britain'• •Y•h• ot detent" 
tor the Sue& Canal. The leaat aald about that the better, 
perbapa, tor the soaent at &n1 rate. 

14. Ho queat i on eriaea in connection with the land 
frontier be~een Greece and Turkey aa it ex1eted up to 
April at thia year. 

III. ProfReOtl tor Welfare and tor Peace . 

lG. Thia great Central and Bouth.-Eaet European area 
ot o•er a million aquare kilometera, with ita populati on 
ot oloee on 100 ailliona , would olear}J' haTe a tar better 
ohanoe ot proapering when ahared between three large 
ouetome unite (tour counting Albania) than it had under 
either the St. Geraain-Trianon-HeuillJ' or the H1tlerian 
dilpeneation, with their 8 ouetoae unite each, determined 
by e•err eort ot oonaiderati on except that or the welfare 
ot t he great aue or the peoplea i nhabiting it. One might 
till •oluaea it one tried adequately to de1oribe the a1a­
oh1et wrought by St. Geraa1n-Trianon-Neu111J'. Hitler'• 
"" Order, under which the area, reduced by about a third 
by the diaappearanoe ot Poland, Auatr1a and aoet or Czeoho­
alo•akia, ia et111 aplit up i nto 8 ouatoaa-unita, a1ght 
produce greater eY111 Jet, were it to laat. But t here ia 
one point about St. Germa1n-'l'l'1anon that ie aeldoa it eYer 
realised: the creation ot all t heae feeble ouetoaa-unita, 
eaoh at thea pureu1ng eoonoaio aelt-euttioienoJ, waa one 
ot the obiet oauaea or the oYer-borrowing indulged in t roa 
about 192G until the oriaia that atarted i n 1929. The 
new oountriea that had toraerly bought the manufactured 
article• they needed aoatly troa the induetrial region• or 
the old Dual MonarohJ, i.e. Auatria, Bohemia, and to a 
leeeer extent Hungary, wanted to atart indu&triea of their 
own, inatead of importing what their neighbor• oould pro­
duce cheaper. And t he7 were able t o ebow, thanke to 
high tariff barriera , that auoh new induetriee were well 
worth financing, whether or not t here wae raw aater1al and 
&killed labor t or t hem within t he oountl'J oonoerned. 
L&J'8• aaounte were ralaed on l ong t eN on the American, 
Britieh, and o t her weater n aar ket a t or i ndue t r i alieation, 

and 
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u4 tn e441Uoa no poeatv pan et 'be •bon--... ••-'• 
ooa1iru\et a'broa4 'bJ 'bUlb 1a 'be•• ooan1il'111 ·~ 'be 
... e purpo••· All4 nne wu allo t orella 'boi'I'OWlJI& .. 
proaoh &CJ'lo11lnre 1D a1tnl7 1a4u,l'1al J'OC1ou: aho 
beb1JI4 1ibe 1beUer of 0111, ... walll. 

16. !be lemi..ro ho.·. • 1 .. UIIT ouo1 ha4 M hko boaY7 
lOIItl• 8u1; le' Ill AO' OYell'-1'"11 tile hart.ih1pl 'beJ 
han eutfered. Soaoone hu 1114 'ba' tile hli~OJT of 
t1111110e h t he blatoJT of ropu41aUoa. O.rhln u 11 
that 1t d1bh were not fr1Uere4 awq bJ dopreolaUon tbo 
t or oed aoooptanoo ot vart-repiJaont ln ooapl ete 1atl1faotlon 
an <I other WI'OJII proo"41A&I, their blll'4ea 1J011ld booo• 10 
oruebins 1oaet1wl 1n tho oour1o ot the bu11ne11 orolo that 
repudlaU on wo11ld bo tbo onlJ wq out. Loder• 1n tbo 
1Q26-1Q2$ booa rear• wore apt 'o lo1o a sood deal ot 1ibo1r 
oon17, and U 11 doubtt111 whither, up to tile oatbl'eak ot 
the pre1ent war, t hOJ lo1t • avoh btsbor proportion of u, 
on tbo whole, 1n C.ntral and louth-lalt Europe tlwl t iler 
41d at bo• , tho U. II.A. , Qroat III'Ualn and J"ranoo not 
exoepto4. 

17. rar craYer, fro• 1ibo polnt ot Yin ot tho soneral 
1ntere1t, •u tho wute oauood 'bJ 41lpl1oat1on: eaoh 11t1ile 
oollllti'J patUna liP plant when 1n ao1t branobo1 t horo 
alr114J on1tod, olo11 at band, plant and t o 1pare t o lupplJ 
the requlroaent• ot the ~r~a. laoh little oountr, 
tnet atinc on haYtnc tt• t lour-atll•, tt• '"far-atll •, t•• 
paper-m1ll1, 1h oU-rottn•rltl, lh boa97 ndut17, lh 
ooUon-all11 and all tho r .. , . a .. td .. , nslona wh1oh 
llnd ohl•tlJ on 1n41l•tr, b•san prohotlnc t hllr acrtolll­
ture, ln•tea4 ot burlng fro• the nel shbortnc acrartan 
reston• wh1ob f oraerlJ fed tboa. !bo rt111lt •u that not 
onlr were aanutaot.red artlole• tar dearer than t btT needed 
to be , but 10 wu food, wbtle ololl at band allll nre 14le 
and food wu 101111 begtng, eo that • •bo•• ot rellef tor 
tbo pro~oer ha4 to 'bo flnanot4 out of publlo t.n41. 'l'o 
take a t,ptoal exaaple of tb11 1Jlokt4 wuh, tbo prloo ot 
•111ar l .n a&ncii'J wu 10 bleb ( tile hlCbolt 1n Europe, after 
tbo u.e.e.Jl. an4 Ita1J ) that ~~~an&arlaa •uaar, wh1oh had 
b"n 1old with tho help ot a bou\7 k .Auotrla and thoro 
retallod at tho won ao4orato .Aultrlan pl'loe, u1ed to bo 
eaugglo4 baok lnh Hwleii'J and aold on tho blaok aarltot 
obeaper than t he ottlolal prloo, whl.le Hwleii'J'• ncar 
ooni"-Jtlon wu ono ot tho lo•e•t known. 

18. !be effootl ot 1uoh a 171toa on the ltan411'4 ot 
11Y1nf 1n tho wbolo area, tho ruin 1nfl1ote4 on old­
eetab l1hod 1n4uetr1ol that ha4 been built up on 11111 
bullne11 un .. in tho toraor Dual MonarobJ, tho ab•ur41t7 
ot eublidl&lng 'I'Trollan aou talnoorl to crow wheat wboi'O 
nature DOYel' aoant tt k grow, the 4eprooo1on Y11lto4 on 
tho croat acrarlu nstono, ..,. too ou11J bo 1aag1Dod 
f or it M bo IIIOoiiii'J t o 1n111t, 

lQ. 'l'ho 
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lt. !be .. lat h tllat lt1C, 1be .. 11Ut1 lull .. 
tboll dYoeat .. U..o 'ft1114 ~ .. alit a roan 
" 11111oalo 1&111'7 ~-- till wbote area, u. rau-. 
alhaUoa both of la4ub7 aat of qr101&ltvo u4 ,._ .. 
tar froator welfare tllaa \he \IILbqPJ u4 cU.1traot .. 
001111 rl.. .. ...... , nro eoror altlo to aollleoro, eoroa 1a 
tho ~too• JOarl whea e"FOI'JW.. loollot lonlT, blat tile 
f oo4aUOM ftro l•o.ll ~· t. ll' .. h ha4 to ·-· llaYlJII 
an 111ProY04 ollaaoo of PI'Oiplrl.. thooo 11111 t1 Whld bo 
aoro l1ko1T to trade ritll oaoll o\ur, to the abu'--1 
of all ooaooraod. fhero 1o ao roaoo11 wt~r tho aroa, onoo 
u 11 oraan1ait4 011 IOM1blo l1ao1, ohould 11ot bo .. soo4 
c. !'Ul~ ~,. .. f',_, !!I OIIPU&l ao AliT o'l!er , !he t~"•hc 
inYOitOI' 414 IIOt fare OOnapiOIIOUilT 101'11 \haro \hall -
o11owhoro, OYoa with tho Al1oo-111-WOII4orlaa4 ooo11oa1o 
u\-up porpotrato4 d ft . Oeftain-'l'rlanon. flo •01114 
1tand to faro auoh bettor ua4or a 111• wa1totlll IJitla, 
proT14o4, of oo ... oo, that tho oountrho to wbloh be 
bolon&• aro wlllillc to aooopt dobt oorT1oo 111 tho f ora 
ot goode or IOI'Yioo• . 

20. lloro laportut •Ull, till bo4J polU1o aipt 
be rid of oOYeral d&JI8erou oo11tr11 of 1ntl-Uoa that 
han boo11 woakon1 .. U for doe del. Of tho• .. tho wor1t 
are tho probl- of fruoJlYania, llaoe4oa1a, &114 till 
n~~~ralglo kllot whore tho 1819 froatieo aa4o Oeft&IIJ, 
Po1ud and CaoobolloYakla aoot. fboro aro othor1 oJ117 
a l UUo looo 4aft&orou1, whore tba nolliag aipt bo 
reduood oa boaoopatblo 11ao1, troatlnc tho Polllh-Caooh 
all.aent bJ ao1oolaUas tho two peoplll, and tho flwl&aro­
Rouaan1an fOYer bJ 1.nJootln& eaoh pat ient with 1oao of 
the other' 1 Yiruo. fba Borb1, OYon, a11ht bo 111duoe4 to 
oal1 it a 41T who11 thoJ ha4 cot their 1040 frontlore baok 
and bad bOOOill tho lon10I' partner ill tba IIIW flra, lift& 
Borlo baY lag boo a oo11t into a ooatortablo rtl4oraooo. 

21. Ullfortlma"lJ, tho creator part of tho area of 
whloh wo haYo belli 411po1111c on pQeJ' 11 at pro1ont ol thor 
anaoud to a (Bohoai ... Morula, put of Poland, and 
northon llOTOIIla or to ItalT (1o11thora llonala aJI4 
parte of ~Ua , or 11 ooo-.1od bJ tho ADo. IWIICOI'J, 
RolUUUila, hlcula, &loYakla, Croatia and Jiontonocro, 
noainallJ llldopondollt a111o1 of tho Ani, ban little or 
no freo4oa of obol oo, t hoqh oo fu Blllearla hu aot 1111t 
troopo to .lola what H1 Uor oall l 'Europe' 1 oruoa4a asaillot 
Bobhnual. In tho bou• of defeat thoro will bo gran 
4aagor of ohao1 broaklnc loo11 all OTor tho Danube Ya110J 
and tho Balk&lll, ao u did ln pll'tl of tho oaao hrr1tor1oo 
at tho ond of 1818. It would bo woll, in order to l1a1t 
tho ri1k1 for tho w1nnlft8 Poworo to 1\IPport, or a t l out 
t o rotrun froa woakon1ac du1ng the or1 U oal por1od, anJ 
looal IOYOJ'Oallltl that • ., IUOOied in J'ldlnl out tho atora, 
howoTor wo • ., 41oapproYo of their pro1o11t bohaY1or, &lid 
wbatnor 14oao wo .., baYo ao to t holr fut1aro organhaUoa. 

Cnoloo .... r 
Skotoh Map 

llf/I}J 
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Copy tor the Honorable Henr,r Morgenthau 
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1, llltergUoe l :fi't4! ty \lit luer-•r R" E1o4. 
a Ana ys is ot r e turns . 

1. Don t o t bot !114 ~ tbot ltl4-ltl8 •r. t ba sreater part 

or tbe area UD4er M'l'l!w waa iaol uucl 111 t.he Dual. lloaarob;J' an4 

rorM4 a aingle oueto• uau. 

!be 1919-1920 Treatlea 4iatr1bute4 t he terr itor1ea 

rorMrl y beloasin& t o the Dual lloll&l'Oh7 UIOJIC aenn 1n4epen4ent; 

oueto .. unit e : Auatr1a, Buasar7, 0&eoho-:SloYak1a , Yugolla't'la, ..... 
Rouaoi a , Pola.llcl ancl Ital.T, 

2, Dur1 D& the periocl between the 1914-1918 ~ &Jlll. 1928, when 

tha St. O!r ma ln ancl Tr1anoa S!ttleunt et artecl breaJdl23 up , a 

radical oh!JIC! t ook place in the 41reotion ot t r acle in Central 

and S-1 •urope : t he ae'l'!n auooeaeor St a tea tradecl l e11 and leaa 

wltb one another, 

3, I D the tlrat post-wa.r )'8nr l, old bulioes a ooOLe ctionl lllld 

reaeona ot OOD't'eD1enoe ke pt goode •o•ing i n the t orlll!r obannala, and 

t be ~uooeaa ot the Auetrian ancl then or t he B~arian reoonatruct ion 

aohome1 t or a ts.- contribut ed t o atrensthen theae ourranta , eo 

that tro. 1922, t he tl rat poat-war :rear t or which oo.plete data 

aYajlable tor all the oountr1e a concerned, to 1924 , it ee ... cl that 

tblD&• were tending towarh a reauaption ot t he pre- war exo11anaa1, 

and it al!)lt be hopecl that the trac-11ta ot the old Dwll lloll&l'ob;J' 1 

wblch oonat1tute4 an acla1rabl7 well-bal aDOecl eoonoaio llllit, woulcl 

graduall y be lecl b7 tbllr wel l-oonaicle recl intereat to t1n4 their 

way baolt to tull collaborat ion 111 t hia t1114, It waa not t o be. 

Tb! t ollow1D& tabl e ahowa aubaequant cle 'l'elo~nta : 

4, Merohallcllae tracle with one anothe r ot Auatr1a , O&echo-

• ~lon.ltia , Blmsar7, Ita.ly, Poland, Rouasnla ancl Yugoala't'ia, 111 ~ 

ot the tota l t oreip •rcbandhe tra cle ot e ach: 
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1922 - .wMHi illi .wi 1m fftnm .lUi lUI 

50 S4 Jt ., 41 58 5t 4T M 41 

2a u 25 21 1T 41 4' 3a 24 25 

" TO ST 5t 4T eo eo 611 45 •• "·' (1920)4,1 ' '·' '·' 14 13.t t '·' 10 t 
19, 2 24,t lT.t 14,5 12,3 ao.a 26,5 25 16,1 t,s 

50 u 43 M ... 43 4T 3e 21 ~-
~· 

Tl " 53 44 14 64,1 Tl " 52 ... , 
41,4 43, 2 34,5 32, 2 28,4 4T • • 4. 41, T 30 26, T 

S, It will be obaarYa4 tbat wi t h t ho OiDCla axcapti OD or !.aport a 

to Itoly, t he peroaa.taca or roraicn trade which each or tho Mftll 

COUD\r i ea concarna4 tranaaoto4 wi t h t ho ot .hor d x oaDit t rOll 1t 24 

~o 193T. '1'ha parcaa.ta~· or 4ocl 1n• .... baaY1oat 1n tho . ..... 
or Tugoalayia, RUDC&rf &Ad Po1an4 (Hungariaa an4 Po11ah 

u porU , partioul.ar1y), but •• at r ikl nc enough 1n t hoaa or 

~ 

Czocho•SloYakia an4 Rowoeniu. lYon Auat r i a , although bar buainaaa 

"" 
rolaU oa.a It tb tho r ep oa.a r o..-r 1y i ncluded 1n the Dual llonarobJ 

l ut tara4 laaa t ban t hooe Of her Dl i chboura, l 01t around On t heir 

.._. 
aar kate ~"1tha period un4or roYi aw. 

6 , Whi le t hia prooaee waa t aklnc place , t he paroea.tase or 

Ger .. ny'a toroiga. t r a4o troa.aacta4 with t he aena. aucoaaeor 

St atoe Yarl a4 u r ollowa: 

1.lli. 
l T 

llli~' 
l T : ff:i 

f~ OYer the t hirteen year a t roa 1924 to 193T, t he ahara ot 

O• r•nr ' • laporte rapraaont a4 by t hl auocueor Stotaa t hus i n•ortta too 

while that or bar export • 4ac11a.a4. ,\a the ouccuaor State a ' 

curranol ee waa.t aot t, Ooraenr tan4e4 t o buy .ore t r oa thea, aa4 

••11 aora t o bar 4- currea.oy countriea , 

7. ID or4ar t o tora a piotur e or what bappeM4 t o eaeh ot 

t he euooaaeor Stat•• ' t oreiga. trade lD t ha later-war perio4 , 

i t i e nooeaaar 1 to go into aaa. det a i l . The r ol lowinc tablaa 

abow, 1a peroantacea or total Y&l uea , t ho rore icn tra4a or aaoh 

one of t hea , and or OaraanJ, with t ba othara an4 with aanr a1 
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00uaul"' or ~· \ o \Ilea, aa wll aa \O\e1 UQer\ ... 

orpOr\ •alu••· 

'· •••tf!S•;pf'J:I m:;.~"''" .. ,., 

.uu lm-mt .ill:i lU! ill! ill! .un 
22 11 21 lT ].1 u u u 11 11 

' T 4 4 5 10 10 ' 10 14 

11 12 10 ll t u ' T ll t 

24 22 11 14 ll 10 11 11 ' ' 
4 4 4 I I 12 10 • ' ' 
5 T ' ' 2 ' 10 5 4 2 

1 2 4 I I 4 T 5 ' I 

5 ' 4 4 a ' T ' T ' 
2 a a 4 4 3 4 4 5 5 

• 5 I 5 I 1 2 a 1 2 

1 2 a a a 1 2 a a 4 

l2 ll 14 11 2T 11 15 2l 24 21 

I a a 1 1 2 2 2 o.t 1 

'· 0J!CJIO-S1onltia 'o 7 oN!if: ~aO.o 
1i I ot !obl • • 

IW. rcbandlH ) 

.un ltal'2'il! 1ni .un .ill! 1934 

21 15 25 lt 11 lt 1t lt 21 

• I • I 4 22 21 l& 10 

a I ' 4 2 3 a 4 2 

5 I 5 2 1 ' T ' 2 

a a 2 3 5 I 5 4 4 

1 2 2 I a 2 a a 4 

2 I 2 4 2 4 5 a 3 

a 3 2 a 4 4 I ' 3 

5 a 4 5 ' T ' ' ' 
11 I 5 I ' ' 4 T T 

a a 4 I 5 5 I 2 4 

22 20 35 41 44 1T 1T 24 M 

l3 15 20 16 11 ll l T 20 T 

10. mi&SIII'I [2E!ill !EJ41 'M!£i~n4~!!1&1 ~ o' ~o$51 !!l!•l• 

llil JrL lUi .w1 lW ~ 1m 

Clua117 1T u 20 11 21 ' • 12 22 

Au\r1a 2t 21 11 21 11 aa 31 30 24 

o .. , bo-S1o.akia 24 25 2l ' I 15 24 16 5 

tu&oalnia 2 4 I 4 ' 10 ' ' 3 

I\a1r a 4 4 l2 T 4 ' T • 
hlut 4 ' ' 1 1 2 • 2 o.a 

1-1& T I ' .. 9 10 11 s 4 5 

!lwl\ .. rla.at 1 4 a 2 2 a I 4 5 

ltllltet 1Uc4ca • 2 a 5 ' 2 2 4 • 
u.s.1. 2 a 5 ' 5 0 . 2 0.5 1 1 

fr&AM • 2 2 3 o.t 1 0.4 1 a 2 

0\bora ' I 10 10 14.1 4,1 3, 1 18 1S. 2 

Tdau 1a 
alllioape ... 614 ,,. 1,011 145 411 402 Tll 1,031 404 
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ll· llllZ '• •oreil! 1£•4• l•rthAn~il! l II i ot l2!1l Dl!i!l• 

~ ~ l!M 1W. m2. JIMtn 1H! 1HI 

4 I u 15 lt I u 12 12 14 
2 2 2 2 4 I I a 2 a 
T I 10 5 a 14 u 9 I 4 
0 . 2 a a a 2 2 a 2 a I 
0,1 • 0,9 1 a 2 • 0,1 2 ~ 

0, 1 • 1 
~ 

2 a 4 • 1 1 1 

2 2 a 4 a 11 11 T I I 
0 , 9 2 1 1 2 0,9 1 ~ 2 1 

11 11 10 9 4 12 10 10 10 I 

32 a& lT 12 u I u 11 T T 

33,3 29 40,1 "' 46 34,1 14 43,2 45 •• 
--

11 ll11l1ar4 
2T u 22 I 14 12 14 15 I lO 

• I.nc lu4-" 1a •other•"• 

12. 

GerUDJ 31 34 2T ll 14 49 43 3l lT 

.tao\rlo 10 12 ' 5 II 11 10 10 ' 
auaa.rr o ,1 0,9 1 o,s 0 ,6 3 2 2 0,5 

c .. oho-Slonltla 6 6 1 4 a II I 10 II 

Rouanlo 0, 4 1 0,9 1 o. 1 11 6 2 1 

SW1Uerlall4 1 2 2 3 1 0,4 0.4 4 1 

ItalJ 2 II 3 4 a o.a 0,5 1 4 

11D1to4 lh&4ca 1 T I 11 12 4 10 10 20 

o.s ••• 16 12 12 15 12 o.e 0 ,6 1 2 

o.s.s.a. o.3 o.3 1 2 a a 0, 9 3 s 
friDOI 4 5 T 6 3 2 4 2 4 

0\horo 15.11 14,1 H,1 35.5 42.T 10,11 14.6 24 36.5 

0,1 1.5 3,1 0,1 1.2 o .T 1.3 2,1 0,9 

13. l 01ppla'. roreip 1'1'1l4! l~robfD41at l 1u 6 or \ o\!l Talu••· 

mi''Jm' lUi 
ft8"Hk 

rca or \o .un l!ll llli u4 ~ 1934 

Gotiii&IIJ 20 1! 211 15 29 6 6 u 11 

Auatria u 1T u 10 I T 14 ' ' 
ll\ln&11rr T 4 4 4 4 1T 16 T II 

o .. oho-Sla.ukla 9 11 15 10 16 I ' T 5 

Itolr ' 10 I T ~ I 5 13 • 
9w1\:.erlan4 o ,1 1 3 a 2 0. 3 0,1 0 , 2 1 

PolAD4 12 ' 4 3 2 a 4 2 1 

Oo.1w4 llJl&dca 9 10 8 16 ' 2 ' 11 10 

u.s.A., a 0,9 5 4 4 0 . 2 o.a 0,1 

hano. • I T 11 • 10 • T 10 

0\hora U,2 10. 1 ' 11 16 31.5 H 24 .11 34 

Taluao 1a 
alUL&M 1a1 12 26 23 13 20 14 21 21 14 

Regraded Unclassified



1 

29 

3 
l O 

4 

15 
0. 4 

1 

3 

3 

8.6 

lllard 11 ne~a 6 

• 
- 5-

TVOOSJ.YU'S 70RUOII TIUJll l•erobandlae) 

in " o r total 'falun 

• 16 14 32 • 4 ' 
20 17 12 10 23 24 16 

3 6 3 3 5 5 1 

2.0 1? 12 ll ~ 10 5 

2 2 z 2 0.3 3 ~3 

20 ll 15 • 28 29 25 

o.a 1. 3 2 • ~ 2 

11 6 ' • 2 l 1 

4 5 6 6 o.s 0.4 2 

3 4 5 2 6 4 4 

8.2 1.5 1.9 1.6 11.< 15.6 16 

8 8 3 s 4 8 

CEHUANY ' S JQRblON TNAOF. (Me roh~u~ iuc ) 

in 'I> or total VOI.lue 

laporte ~»:porta 

1?3 

!~ 

16 

3 

11 

21 

3 

5 

4 

1 

20 

4 

1"rom or t o 
1924 1934 1937 1.9. 4 1934 1937 

Au atria 1 l z 5 3 2 

Pol and 4 1 1 5 1 l 

Czeoboel oYald" s 4 3 6 4 3 

M t zer1Md 3 3 2 6 1 4 

P'ranoe l 4 3 2 1 5 

Bunaary 0.5 1 2 1 1 2 

Yusool ovla " 0 . 8 ' • 0 . 8 2 

Ro11111onln " 1 3 • l 2 

Ita1r 4 4 4 4 6 5 

u.s.a.R. l s 1 1 1 2 

U.K. 9 s 6 9 9 1 

u.s.A. 19 8 5 1 4 3 

Other a 51.5 62 . 2 66 54 55.2 62 

'fa1uu ln 
alll1Drd lill 9 4 5 1 4 

• included in "Otbera• 

22 

13 

4 

• 
\1.1 

' 2 

1 

5 

5 

24 .3 

6 
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tloe 4l1J41roloa or t 

a-41a, \bore waa, !let- 1122 Ul4 1UT, a a.c• l.ao..-ae 1D tha 

;orcoat~~&l t roAMI\M wi \Ia raz 4lnaat IOI&Dtr1u, noaa aba.rla at D&l:r 

-untod to nr:r llttlo, 1nat •11.1e11 1D tho tiCI:ftCato - t o al>aorb 

a~~d u ooatrlbuto •oro aa4 110ro or tho noooaaor atatn • extort• 

a~~4 loporta. 

11. Ano t her r-r1tab1o aapoot h tbat tho porooataao or tra.do 

4oao w1 til Oor.aa:r llhowa a his 4ooreaao , tro• 1922 to U3T, 1D the 

• • ot Auetria, CaeohollOY&Ida aa4 Po1u4, ao4 a ro1at1Yo1:r atlll 

blt<;or 1Doroaae 1D thoee ot Jlasar:r, Ital:r, lo.....,1a ud To111!P a.uona.J 

11. lllfitaar1u4 •a 111&ro 1D thoao cOUDtri .. .,.s oa tbo whole 

atod1l:r uiata1ne4, with a llowl:r upllldlag toadano:r. 

19. Ill tra~o witb Groat Britai n &Dd t bo U.S.A., tbere was aa 

expanding te~oncy, relativel;r , ln Auotria , Oouchowlovakia (aroolrt••~" 

Hungo.ry, PolllJld (o.;porto) , RoU!Ia41a (OX.I)Ol'~ o) ~nd "!ougoalaviu. 

Thvre waa a 4oolino i n ~rta t o Ozooboalov.tia , ltaly (very stoep 

tor l.aporta troA both Graat Britain ao4 U. S. A., al. ial>t t or exporta) 

and l.aporta to Pol.u4 aa4 Ro......Ua. 

20 . Onr \be period •• are at\14)'1ng, lrlllca increue4 both 

ol4oo or her t rade with AJOatr1a, and Onobo-Blonlda her lAP.Ortl 

troa rruco, wt thoro •• a lll.&bt ra1ll.D& ott ot czocbo-Slonki a'• 

exporta to lraJOOo, &J04 a ralat1Tol7 1az&";, 4oollna in lluD&ar:r'a 

export a t o lrlllco . 

export• to rr ...... 

Poland 1JIIporte4 l ooa r ro• rrance bat 1DcrMeM 

Both 110-ua • a 8Jl4 Touaoo1aT1a • a tra4a with 

r ranoo tended to tall o rr , ralat lnly to tatal trade, u4 with 

Italy there wa s a very heavy deoroeae. B:r 193T. none or the 

oountrlu ooneerned tranaacto4 liiOre than ~~ or at tho 110at ~~ or 

elthor their orporta or lAJ>Or\8 with rruoo, ... 0 \lou 0- to -ttor 

boa to the w ooo ... or atatee, c.-arololly, t h&JO olt.,or Ql'eat 

lrltalo or tho u. s .A. 
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b) e-ntal acr--ah u4 aecoUa\loaa. 

21. 'rbAI Waorhrn :tow.ra wM ao\ uawara, WileD tbe treeUee ot 

St. a.rsalo aDd Trlaaoo wra ba1Q8 4rat\e4, ot the kJ18ara tbo.t 

.U8)lt ruult troa \he 0\lt\lae; up 1D\o MTeo or Wbat bad baao a 

11nal• ouetoaa uol\. Tile Treaty ot 'l'Joluon proT14ed tor wepeoa1on 

.ot the lloat J'uoure4 aaU OD Clauea for the :raara l'l'oa the ooa1q 

Into r oroe or the 'l'raat:r to pera1t preferential tar1tt arr&D8&aota 

to be oonol udad bot'ftan 41ultr1a, C&aollo-Slonltia and HUD8UJ (Art. 

2221 aad between POlud , Allatrla aod Czaollo-Slo.,.o.kia (Art.224). 

'1'118 tl .... :f .. ra alapae4 without a.dT&Dt&ga ba iae; taltan ot tllle oppor-

tuol t:r. • I odae4, the wbole twent:r )'eare interoal between the two 

wars peoaed without u:r\biae beiJtS dona on a oone14erable ecale to 

check the prosreaai.,.. disruption ot t he buaineee Unke ttuot had 

tonoerly connected the Y&rloua parts or t ho Danubian nnd Bolk•n 

reston~. Certain atteapta in tllla direotloo aay be reoelle4. 

22. On October 15, 192 2, a meet1D8 took pl eoe at Porto Roaa 

in latria, Wbare fOr the f1rat tl..ae rapraaantati'raa Of tile 7 

auooeuor ortatea 4houaae4 tbe1r eoon ... io probl••· ~oral raeo 

tiona wera Yotad. Bone ot them oTer want 1Jlto atteot. 

23 . Sbortl:r at\ar POrto ao .. , the Lea&ua SObeaa tor 

at ruction of .uurtrif. ~ aadar •:r. llnoouraca4 bJ 1 ta pro.lalq 

bo.C1DD1qa, lllulpr;r approaoba4 t ba Leasua, a.o4 b:r tba -r ot 

1924 proepeote tor bo91l tbaM S\ataa a ppeared ao good that 1\ -• 

gooorallT •••~4 that the other auooaaoor 8tatea would oDl:r bo.Ta 

to toUow ault. na looJLaodo Contorenoa or 1921 11.14 no\ pro4uoa 

a.ll:f t&Jt&1bla reetalt a wbare \ Ilia racloa •• ooaoar.wll.. 

24. ~ol1n1Q8 ~at prloaa. tr- 1929 on, ••••" alara 1A 

• 

tbo. lllro~u a:r.:pertlA& cowotrlu . lA l•lr, ltiO, repre...,taU••• 

ot lllulpr;r1 Rou.aa1a a.n11. ~oalarla aet enll. paaM• raao!DUO... 

a.U1Jt& OIL lul"opa&n J.aport1D& oountr1oe t o •- to tba1r auio\alloe 

b:r : 
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appeal. 

• -. -
a ) •-•lAC }II'Ofono•lu tarlffa, 

II) loala\lq tr• ..,..nu pl'ftMU• a' lloaaa, 

o) pu•U. ~"- ....u••• 

176 

J o praoUHl Manna wro \akoa lll napoaM • • \ILla 

21. J. :r-ar la .. r, la AapA ltll, .. loeatoo froa 1 ....naa 

~a\U (Jialpl'ia, 0MOIIO-Ilnakio 0 lln.-1&, Bupi'J0 l.ahla, ftlaal, 

11oo••h aM .,...alana) •• a• 'lai'Mw. looolaUoaa wro ,._,, 

..-u wUIIC>Il\ }II'OOUHl nal\oo 

26. !lui ._ral'iaa 11\a .. o • plaao tor ollkWa& aNlataaoo 

troa 1A4 .. tdal 11\a .. a 101'ol.,.,_ .. ,.... .... fraa tM -\-fa.-1-

aaUoa ol auao. aa4 ~ro \llarofo:ro ..Ojootol •• r1..,..... Hft\lOJ 

~1-1'1\la .... . ,.. ..... 00110\1'1 ..... .. aa , .. llal\ol Dac'-o 

llolciua, Jollul u4 \M V.I.J.. l'lle7 wro olftoatel '117 ~. 

111lo ao\ •• c-t•too for .....,. .. Villoa (O..w., ll-21 hl.r 1911 

olo. ) \ o ac:roo, wl\b roaarno, \0 \bo prbdJlo of at:111r1aa 

protartDOO tor lllll'opa. Pr&IIOO tboA cru\ol preforonUal \al'ltfa 

tor lllllqal'laa, l c>•-•ln aal 1\i&OalaY ..... , . 8Jall.tor ............ ,. 

•-ro1al • .,.._au. !lui , ..... nt~U~U~ npralaHf. aMft 
............ 

alloW nat,..,. renlU, -' h'aa.,a s....-•• tr• \M ....... 
( ~ .. 1""'1' .,.J ...,..,. .;.""-' .,..... , ~ _,. --4f.·.:....r li ~-t""- ~ ...w..n·n~ 

8ta "} It<. ~· 

2f. .\\ \M ~- Jeoa.-10 Oeahi'OOOO lll J.oa4C. 10 \M 

-1' of ltill, \lie 1 o.paz1aa fta\Oa \lla' llal ooaterrol a\ llai'MW 

t wo :r-ua loofon fonaal a ~. wll.loll faUol \o aollaw aaJtllU.o 

larpl7 loooaaM of \lila •n-fa.,....._•U• ola ... lo-. 

21. ftlt lNI I.oa4oa -roreaoo aa '" lao• _.atoa • 

•ILloll oollaoUn ao\ioa 117 •• o.paz1d ... ._o of a&:Hpe aa 

a\~1. Pr• lt34 uUl ltiT, apariaa ll'lo .. ~. 

ul ,..,. pnlllaa loo' 1\a aounr, , ....... oalJ •• :ro- 1t apla 

\M lllMlo of ltiT •· 
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2t. 

AUU'la &114 tbll Oer.&JJ 111n1n ar Dr. ~1•• elpo4 (14 

lbroll, lt3l) u ·~•nt prort4lac tor a eun--unlcm 

n wlll -.. re•abere4 \bat 

~hh plUI wae 4roppe4 wllea tbll B&coaa oo .... t rulA4 tbat i t 

.... ooatr&lf7 t o \bll DDilan&ll:l ns • "'burlbe4 to bJ O.r••r 

o<Dd A"'t rla 111 t hl Peaoe 'lreatl••• 

30. Con1Doa4 that •-tlllD& ouGht. to be IIDUr\&ba 

~o hal~ danproue taa4eoc1e• 1D tha DanoU an npon, 
~ ~ . 411pl&Ttt b7 tile Cartlu-8ollo#tr plan a n4 other 1DU1&t1-, 

M, Ter41ea,a\ tba\ tiM Praaiar of lT&Doa, approeoha4 the 

ro-.ra 1D March 1932 wit h a aot ot a ucseot.lone kco.D • • 

the T&r41au PlAD, to the atroot th4t Auetrla, Caeoho-

8l o'U-lt1a, Hllllsarr, Rou=ola a nd Yilsoelart!l ellouU ........-"-" ....... h;..., 
41oouu tbllr probleu to all t heir bu rlos e, Y.olu4lng tbl 

moat-taYour e4-nat1on olaua• dittloultr, nnd , wbeo thar 

ha4 re aobe4 ~eeaent, ehoul4 .at. oonorete propoea l o wbloh 

ehould be "'baittad to t he Leasu•• lTaJ>ea, tbe Vl11ta4 Uagdca 

a Ad Italr war. then t o e nte.r t ile dleouaol 0111. O.rJII\0 ao4 

Itali an oppoa1tloo t o th1a plAD at on .. beS&Q har4al11ag. 

Gr ea t Br1ta1D than propoaat a ~o,...-P_r Oootarenoa with 

J'r&Doa , o....anr u4 Itulr , wh.loh M t 1n London i n April 

l ts2 ant u b1aft4 nothlac. 

n • Y b.ere be not~d that br th.l a tiM the 

ten4enoiae laadlns t o Ottawa (20 ~usu•t lta21 
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.... ,.tllotr1D& _A._. Clrea \ lrl\&la'a laterea\ 1a \he ~laa 

re11oa t~4. 

n • .lt\&r • ooDtu .... llotlt la 11117 ltaO a\ ,,..._W n..f ... 
, ... OODOlll&lOD Of t.D ...... J'aat 1a h~ ltU1 ,. Little 

Jltoa\& .. ~. o-u ~~eu 1u r1rn -u .. .-~ 1a 

. nowoq 1934, tile abJ .. Uou til o .. uo-8lwu acnrlau lla.U. 

booo o•eroOM. 4 ••• ot raaolaUou -• atoptet au ftbMq-u7 

gut iato etteot atoll. 11&1wt \1M teollae ot \rata bet••• tile 

t broo oowo\rl•• oo-I'Mt a.a4 ewa raalll\et 1D •- 1D01'8&N 

troa 1934 to ltaT, tile" aula•••• re•la1D& • a ftl'7 _..., 

•••1•, howeftr . 

cgtho-SlnU1t'tfP!l eJ:x'f!ft:t ••• XW•lfW 

• 2 
2 
I • I 

I 
4 

I 
4 

4 

' 
4 

• 
lHI 

I 
I 

Boll'''''' fr•&e wlth 01ftho-8lf!lkla •p4 JiaotltT''· 

11 10 11 I T I I 
(tewllet re\uu DA\-ua'll:.. l 

IyMlt!1a'e fr\4! wi!)p, 0Hoho-8lmk1• •• lb"'''· 

c .. obo-81~ ao u 
Ro-ata 4 2 

11 
2 

11 
2 

I I 
o.a 11 

u 
1 

I 
o.T 

u. Pan.U.l wi\11 u. Ltn:.. IDhaw'• ""__,,. a\ gr080t1D& 

itt •IIMra' \ra .. wi\11 eaoh o\ller, ad ao 4oub\ 1a orier \e 

,renD\ JluprJ1 ,._n1~17, aM .t.u\ria f,._ M l "' tn• 

1Dto u .. L1H:.. ._, .. ,. orbU, •&Otia\lou took ple .. wiUelt. 

l'UUlte4 1D tile oOD011leiOD (lT\b. •rela UM) Of tile a&ft-D\a lla8a 

u \he R- Pro\-le, '117 wiUob. eaola ot \ha three OOI&Atrha 

oo .... ,.., ~tet preterea\lal trea-.at w tllelr o\laar \w pUU.n. 

'1'bl nftU• oa 111u&ar7' • e:r:p41na \o 1\elr •re ag,ne1aw.18. 
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'''Ria· • YU i:l:xl:!:!: "u' I t slr 1p 

(lt22) (lt22) 

ll 10 u ' u ., u ' 
• 4 4 • 10 9 10 14 

•ran'• tra!j wt~k "'•£!! yt Ittlz la 1 
!... t0\&1 •a __ 

2t 
a 

11 
4 

21 
l2 

u 
T 

.. 
4 

ao 
T 

24 

• 1T 
l2 

... .. .. Y\'U ...... Ol1D1 •~r~-·u ot luury u :n, • l.alDc -' 

reoODOlllQ& an4 oo-ar41MtiDC Uttl o ID\oa\1 a D4 R- ~\MOl 

po11o1oe , let to a ro~olatloa a4opto.& at ltrooa t or tho 

oaoaoD1na ot a ooataronoo, 1n Mar 1t35, ot •u DaAubi aD &tatoo, 

r raa.oo , Oroa t .BrU ain aa4 ItalJ• !1111 ooatoronoo 118nr M t , 

llaY1ns boon pootpe,... t'lnt a\11 lwoo UU ut tileD A1At. .fJ.&. 

87 \biD , t ile hll1oplu orhll wao opeD, 

:rrc. \b1o .s.- ooa, turo wao a 'brhlt 1urot&H 1a Jllulpr,o'o, 

YU.&oolaria • • &ad a<>•- a' • ' • \ft.. w1 \h Oo...,.!lJ. 

34. A 1ut a Uoap\ \a po\ Dew l1t'o 1U o ozeba.Dpo Mtwoa \lot 

IClOOUIOr 8\o\01 -· u40r\UOD )J •• ..... , J ..... ip atn1o\Or 

ot c .. olao-ll...-to, rr- 191, -· • • • t1rot otop, a \lNa\r 

~twoa Caoollo-81n&Jdo oaA Aul\rlo (b.& A.Pl'l1 , UM) prn14o.& 

protolND\lol ro\oa t• a -•r ot' a r\lo1u , a..llaoqueDUJ, 

II. Bodso ouoooo4o4 lD nesoUatln& •-re1a 1 treaUu wUh 

llllaprr an4 Bu1prlo, no objeoUoa bo l D& n1M4 IIJ a-.la ant 

l'lt&oolada. •• Bot so •• l iDo at diaolt -· Cl c oo.& -. 1D 

1taolt, oat it 1\ 11&4 MoD att ..spto4 hr C•ollo-81~ tlnoea 

roaro oorUor, l\ ~' »•• -" b1o\orr. ., liM, l\ waa too 

1&\o, !'1111 rooul\a , OftD on tile Caoolloolon.li:~llltrlu 

rol&UoDo, wore """ lllOil u to pronnt t ho porMDto&• ot their 
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=- .. ~ .. ;. lr .. t.:tl!:l 11 .... 2r a it 
' t.. .. ~ .. • ;: • "' · ~~> • • o 1: • r · 
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i i 1t.. ~ :; i • 1 i : 1 r , J i ~ f i 1 , ; ~ t · 
I • l ! ! ~ J i I i J ! f i i I ! I i i I I I I . i ~ 
11 ~~ .f~i l • .. l~afl& .. ir. 
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I11U 1a \II&T. ot 7 1•'7, .._zoe U rl•a (~a) t ...... 

la lt22 \o l 4!l 1a lNT, u4 1a alQ>arta nu \II& - ,.are r.... 

111 T.O 2JS, lA \118 - ot Pal&M \118 lMnua la at -o 

~be - orclar ot •p.ltolla. uatrla'a Upar\a tMa •ou..n• 

ro• tr• l~ \o t?J, liAr ·~· •• •onon• r.... 1~ 

, 0 211'. Ia \be ,,.. ot 1\&l,J, nero wee a _,, ___ ..... rt-..... 

1 aore.•• 

aT, J1uo1D1 \II& - J'IUo, t roa 1131 u, tbo Dua~aa 

u 4 •an o.,...\rba .... \laW oloarl .. aa4 pa~a\ .....-aw 

wHh T.hO o04111\r1oa 1111ero \11&7 414 .. , , ot tulr llasl,. .. a, 1a 

or cler T.o ova- •- ot \u ..-n..doa oa11• • 117 ou..._o 

oontrol. !!Maa olet.r1DC •11""••'• - 1a tlle accn .. ~. ,. 

oo .. r \llo lllllll: ot tbo toro1p tracla or T.lle oo11a\rlu ooaau.el. 

s.. ot t bea pro1'14o4 tttr •• anilalllo on~ balaaoe, ....,. 

la til& ~u.- ot \hooo lar a u a hl$Mtbt\ry, bu\ T.llh 

lle laaoe •• M ro otMa \Ma ao\ oar-ara4 t• - pctpo• 

or o\ll&r. la ron oaMa, - re t ll& ra • • u aJor :pol1Uoal 

1 adllooMnt , u la Italr'• ooneua1011a to Dltnp ry ant Alla\rla 

1D tho liM •- Pro\ooola, \lie !!pl\ppH\ry -~~-- ..., ot 

rala\1ftl 7 ooa a14orolllo also tal troolr a'ftllalllo . 

aa. BroallJ apouiq, h011 ... r, tho ol ... r tac sr•-

hlllol to ntaoe \II& ~alllu &J>4 lalbn ooUDtrloo • \rotl.o \ 0 t 

1111&\onl Mr\or ot ~·· la orcler \o oll\ala tree oaoht.alll, 

T.llo o-\rloa ooD-4 Mro lrlwa t o Mok M.r ll:oU oo tu 

atlolcl \ba\ \o aoll Oil \boa luobol u • •-•Uac lou, 

oarno.1o 1atlo4o4, • • la tho oel o'IU'dol lut a.aoo, ot ..,~ 

•eJ·pp' .... , snr· t o a au·t I PI j LA BUpi'J'•( of 

Olo•l-o~~&tao looo.>Uw-oa.ra t o latta AMr loa. Soaoll •• tlla 

pooitl .. lllleD tile preaaDt ar ot;ut;o4, 

l 
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at. All atteap~e, by ""'ans of c;uotc e • IIA C<U!lllU\a\ h e 

rea\rlot\ona, wen UDa..,al liD& ~ .. oiU'e a llal.anoe lr. ol .. r1D& 

aoooWIU, e,.n 'betoro tiM pr oeent to:U' ot&r~4. oa. par\Mr'e 

ourreaor wu alway• etroager thiUl the other '•• 'r.de reoulte4 

In export• r r a. the weaker count ry be l a& 1a etteot pa14 ror 

oute14e the oleurln&, a t e. tre e (bl aok-aurke t) r11~0 e r 

oxohbnll•• tbo reb;· atHuins t he woal<er oountry• s olearlng 

••count \n the otr onger oountrr ~d throwing t ho two account • 

out or 'oe.lauo•. 

40 , .. n enn granr aepeot or the • r sto11 •-as a nd 1~ tho.\ 

it peralt t od OtraaQJ t o attrae\, on orodlt, o~or greater 

qu•ntl tlee or tbo .. e xport• Wbloh obo dool red. Tho prlou 

ortnod by ller ... DT. l .n ReiohUJlrkS. ro r S&J Hungu l an WbeJt 

or pl&e (or Rouaanlon oll ) , Wbon con~ortod i nto ~enga 

at the r .. t e 1apooe4 in t he p~trment ,.greer..ent (wllicb r..t-
~~... ... 

11 ~ \ ~reeon\ II .. WDl •taz& MU16 f o• ou rable t O t~ RX .a.. \be 

r olotl on betwuen the two curr onc i c a on tbo r roe .,,rl•ot ror notu 

1n Switzerload) are eo attr aot1 Yo to tne pr ooucer that tbor druin 

&oode to Otr•uulf t o t he point <>f ureett l ng loUrMl llll.n£1lrlu 

prieta t>nd reduoint bome consumption . Hane-r~ ·· "favourable" 

balOD08 g068 OD tnoreaslng, a e 0tJ'II6117 o&noot or will not oell 

~o Bunsorr goods whlob B~~.~~t.arr ''""'• t o bv.J la oa oun\ a 

oorreapon41n& to wbat a...,..ny t an• t r ee RWli!*J'f• ~rr' • 

ottort e t o ohaok t ba prooeao b7 hold ing out ror eonetb1ng 

·~prooobing o re ~l exohang~-rate, or bf 1~po~1nc ox~ort rcetr1o­

t1one, or br 41eooura&1D& BUngnrlun produoero trca eol ling to 

Oer~~W>DJ by lill1lcla& tho& ... 1 t t or payment, wore remrU.bly 

ouoooeotul a e lODakB Hungary wao uble to l•ia aocees t o other 

114rkote, Thl •1 out wao badl)' obe t r ucted when n~l)' entere4 

tile wu , u:d all but ooapletely blool<od wben tbe BaiPD oa&P*lP 

1\arted 1n .prll 1941 , 51uCI t huu, t u ol l 1UtiD~8 ~ p1U'p06llo 

R~ 10.11 only expor t t o OeraDT, or aoro .. OeMILDT 1n suoh 

qU&Dtlt1•• a e OeraaDJ ..... tit t o a llow, AD4 HUDg&J'f is oblls-4 
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l kc ea J.Yeneea t.o her \•Vn ~on.ere Wh l l e tl'e "tth'OU.r :s:;,l .," 

nco c .nt.lnuec to t-cl .l up . To a ~reut.ws• ,,. l -'C.: u .. --t" nt , 1..h1a 

'*' ' t 11 ha rJ: e Oll'\3 V> e.ll !!'ur?~e,m Oc)W\t t'l' ~ t.-' ,.J. ... :c.l! t ll-C ta.:" 

tt. Ch!Jil' .,. \h i l(,~u<:t. Jop in t~.!,..nt.ot·,.Gt_;..~rl..2,£. 

4 The J al .::. : ~ 1• n r h')• r •· ··~' t <.l r·l ·• ,. c.~ t.rt.:•1'!- chwtn 1 · 

.. t •• . 

&- cl. n 

..... tl~ro. tneteed n t buyl.ng r.nnufbl~t.\.111 u LT'-'".i' .i. •• lu . i.~.aons, 

'lJ lnOlU t.,d 8\nce 1'11~ 11! C ... aoh~- -!0\t.l.\.f. • h .! ,..tu-1 r i.L. t l' ~!Ch 

(. r rly t.urnee!. ... ., .. ~ ()Ht ~c r lhe 't:t\nlti t;ut... V•IW'i:bt , t hu t)'the r 

1; c. wo·,or ot~toe, 3 & aeon a s tht1 wo r fl; o.i>l te t.v u:u·rutt \.he tr.o nay 

~ ~ 1 h! l'h t o Ottt. UJ; 1-,lOJ1~ , :st.u:.•t11 .l "''Lu1Ul."II~Jt.u .· Su~ , •. n · o..t•Ho.st~lVf:l ft , 

' ·h t1 v~r co;rt, with the r eou lt. t~'t. C:.:tcno-: 1\lv .... d • and .-.u.itrSrs 

l• t lht lr n&li.rcB t. 0\tr. t.c:-.t.a , a r.ul t.hl.' O<•nt•\Uo~ r 1,, t.bc :.~uly J n..!UD-

r oul tur~ .. 1 co .. r t-tt:onding courae •a• s'ollo i.d . 1be tollo"lll!: 

• r I ln.i1oea or IJ'Iustrllll r ::-oduetl 011 .. ~'" ol oquont: 

! 9.! 9 l~l) 1'37 1 '.139 

' un . .rta • . 100 66 !'161 86 

c • .,cho-Sl ovakla 100 60 80 (1938) 96 

t!um~~;~ ry . 100 89 129 l Sl 

R~uraonla l~C 101 1 ~ 7 135 

C~~oh~ - ~lovbkle and Austr1a se• produotlou ~ rop , ua : easurod by thl 

lnlo t, rro~ ton to 19.9 to 60- odd a t tbo da ptb or tho erial~ . 1933 

4D J .,,.. unabh lJUb<~ucmtly t o n:conr t o tho 19-9 l evel. l. onn-

'lo, tb~ lnln bad eone u p by tbo y ... r 1937 t o 129 1n ~·ary &.ntl 

to 137 In RoUDk,Die , end by 1939 to 1Sl and IJS In tbo t~o countr lc 
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reepettl•el.T • 

41 . ftlo as ' Wa .-J.oe, MrnJ' l.MuQJ' n..n-.. 1• a11 

tbt wooe.- t\8\ee. lMl..U. ClaHM ll..u:ia, u ~ followlll& 

t tsur.. ellowl 

Pl'o4U\loa of Jl&· b• u4 t ena e!JOJe 

(f-\ftMMe Of M\l'le toee) 

ltZ4 1921 lilT 

AU\I'le • . . . ... 411 311 

C&HM-SlftUia til 1141 11TI 

lflulsU7 (plc•ine oel71 lU HI Ul 

!10-1• . 46 T2 l2T 

Toii&C)ela'l'ia u 31 41 

Steel 

''"tria • . . . 3TT 632 65T 

O&eobo-Slo...alde 13150 2191 2315 

lllulcer7 • 2U 51.4 '" 
lib .,. IT lU Ut 

TG~~~Gel..,le • 42 • Ut 

C&eollo-IU'I'alda -be4 nu 1o1M 1>1&1 .. \ pi'04eeu 1Ja lt3T. I\ 

luo4 UU'17 4~e4 1\e p:ro4ee\loe ale" lt~4 . Aee\l'le, wld.oll le 

1924 we tile luocee\ pi'04.e .. r aner C&eebo-Slo...eltla , M4 loe .. OOI\­

enlppe4 1Ja lNT -,. 0 1•1'7, 1e alell eoa\1'7, u 1Ja 10 eta ee4 

TOII&Oelnle (...,._ \M le41le\I'J wee oal7 e\ertlftl la lt24) D,..O<bl,e\le• 

1aor"ee4 \U.. to fl'l'ef e U 41&1'1DI \he ~rlo4 wa4er l'ft'l'lew. .u 

C&eebo-ll..,alde • e llea'I'J la4ee\I'J 4!4 110\ 4HllM fi'OII lt2t to 1 NT, 

'low\ .., .. "-' oa lMfteelac, wltJ.le Aee\rle•e oal7 4eel'eeee4 • • 1'7 

ell&ll\17, ee4 ee \lie pllftftl 1Mez of J.Mee\l'lel , ..... u .. -•u-e. 

-,. 101' tra. lilt to ltJ? (OaH-Slo...alda) ee4 1~ (to ltM 1e 

Aut ria I , lt f ollowe tbet tile ree\ of Oaeollo-Slo...elt eo4 Aeetl'lu 

11l4fte\I'J w e oe \M 'ftole loalftl poll84, wltJ.le Uet of llllecU7o 
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(.ttll tlla .. ..,.,_ ot l.allu\ft ....... • rw • .. ) u4 • •• .... 1-.~--· -'"'-· 
.a. ot \lla -~ ..,..._ -'lrloo at \M alA llla1 -na.r, 

hll&.rJ ...... - ....................... la ...... 1'7. 

~~ae~apaot IIIIYI.a&, llat'an \lla 1114/11 ..,. , \M IIJ.apn n-.1llo . 

la Juopa u4 Ulo lltcPn la •• WN'14 .n.r Ml_,ollo, u4--
<A..',\.. 411:0. .....,.,...;n..) ..... Itt a.M.' ..... /wtJ'.ww.. ) ........ 

.., ...... _,u l.._-'117,c l\ will lit -1M« \lla\ llo\ll ot \llaM 

woJ'Ito4 liP nw Mhrlab poom la \M ao.trr 1\Mlt, --...., 

alao aa4 • •Rl-I.MiuV7, ftllb ...tao\_... u4 npa1ra4 

lo.-Kl••• t or \M • 1Jree•. After ......, ._..._ aa t·f'IJM'-t 

•-• u l\, u4 •111• \o 'llwaw aWoa4 \o ,.,- t• \lila plu\, 1\ • 

la~4 001\ lato - - l.M11.a\rlal llftlaall .n.r -tiler. 

or t baa u4 a ad-llaek la tile pan- lnl upreuloa, -.t ,_ all 

t orse4 alleacl Itt-"•· fta llllllcarlu Iaa\1\.ate ot --•• 

Ruearob'o 1114leu - tba tollowl81 U.a10Jaea\1 

... ..,. , .... ,.., Cllaleale Po par 'l'utUu 

ltll "·' "·' » .1 " -2 
lt2t • 100 100 100 100 

ltU • 11. 4 H .2 l4T .I 14.0 

ltU (SH .-n-1 lU.T 111. 1 141. 1 ua. T 

Utile-...,......., 41& aot - .... u • rela\lYil)', u tu 

._ llruRM, \11M •• ....... tlla •n· .. lk\M w n.na& 

NlliiQ' U.,o et \Mlr -· 'IIIIUn •• ... lu.Rrlu pea ... 
--....,, Wllllb u4 "- a llle 

laportar , ra1a\1Yil)' , at \u\U .. , papar, all•laala u4 aon 

klah ot tlahiiM 101141, .. 11\ o•ar \ o l.apal'\181 ,.. ao\toa, 

--J"&lp, •lb'••• -~• ao4 o\llar rww •Wlalo, ....._..._ 

l\1 s.a,orta at -.etaa\olfta \o \lila ..... at WlllR 1\ ... hi" II 

\o t.Ua ~· la \lla IIUo\oral llar\ar apuuli\o ~ ... la \lila 

lat\aJ' J'IUI ot Ula la\IJ'WJ' parl o4, ... t o 10\'IJ' - TO \o -
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of \lie -'17'• ,_ ... -..o. M tM - tiM, •• ... .._ 

.- ........... .,7 ... tft- ..... u ..... --- br .,. 

ezoor\o. .u ito ~~-- '" .. ,_, n - ,._ .u ~ •• ,.., .. 
.-14 .. 1-.or \Me ito n- ... ....,., it lla4 to MU, •·•· 
Dl. .. el 111 .u ........................ , la ed'-'-4, Mlll .. 

pMl\JT la a.al ...... eluw 1111 la tM v.e.A. 

43 . twal .. h opiRlkn, \lao Uill wlleo\ JftMO , .. , Nl .. 

t be world ~~Yor la Uo pon~ ,_. IMaiU aU \llo •-'rloo 

wlltoa .. u. .._... to hno p lanl•, \lao ro- ~ro 

u nU •• Uo h-~·· 'I'M ol-. Ia ... u - ol ... • prlou \lla\ nan.a la lttl Ul •' - o ......... Ia Uo -

u4er ....... , or la pa l ... lea. Ia \M ~- 0-'rloo, 

prlooo ooo\s-1 \o llo ..._..._, ttnko \o -.. la\loo. Ia ,._ 

orpor\1-a -vtoo, \llo ,.._.._,_ lla4 "•- 80 ,...I'N 

poll\loaUJ' ,._, 11a oauulol la Mid.• \Ilia ...-• pq liSa o 

nllotq, la- tol'a or-~. \lla\ .,arot 1a1a \lllo Voalo Ul 

riu ot ,..._ ewer to o\Mr -••· Wl\111 ..UO \llaro •• al• o 
oooot4ol'alllo ~ la o reo ._. prer..o\1•. 

Area and Production: 
Wheat 

...... h'0411nl• ........ llao\Oho anuu .,.Sa\alo 
1Nl-1RI lHI/JI lNl-1121 ltM-liJt ....... . .............. 

All.u-io (liZJ-U) lN 210 2 • ........,. 
l,JI4 1.111 11 u 

• .,. • • 1,110 J,UI 14 40 

c--.SlftUlo au "' 10 11 

Y~oliiYlo •• 1,100 a,uo 11 21 

• 
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-- .... u.. ... I 11•-=: .sus. ••·h 
1111..1 •• 1 " 1 • ..~. .. 1111 •• , ..... 

..sw 
All~r1· (1112-d) .. n 1 I 

......,., (11U-II) 1,01f 1,181 11 " 
lo~·. . . . I,'Nl ··"' • II 

C&HH-11_.a&la. 111 110 I I 

ToOA&OaliY11 . . 1,1121 2,TII II ll 

'DIJII'tO ..,.na 
u. =·• ~· lt21/U 1121/ h liN 1111/21 1121/ 11 liN ................ 

•••1'1• . . . . l,IM a.m 2,014 

Caeolroo-8l..ulo 1ft 1,.1 1,114 

• al 

0 

0 

••-'11.• . . . . 1,111 

c~. 1,111 

.......,. . . 
lo •ta • 

To.pa1n1o 

• • • uo 
0 

0 

0 

11 

0 

-... 
0 

0 

0 

0 

0 

0 

111 

I 

0 

0 

0 

. ............. 
2 

I 

101 

411 

412 

11 

171 

1,124 

111 

211 

Zl (ltlf ) l 

12 2,202 

l,ln 4 ,111 

1 ,112 1 ,121 

2,121 1,104 

I (UIT) 1T 

I (111T)141 

1 ,112 

111 

H 

141 

1 

II 

4a1Rr1a u4 o .. alllal~a. 1a t» Ml'lhr ,.._ .... ,..... te 

t1cve• ........ ~ •• M~RtaaA to~" nov, lal'llal7 tna 

........,., a.\ •• -· .. , ...... •Ill• w .... , ... _.. alUS...-

plan, tllelr illtOI"• ot n- ..,.._ \o tau, ... .._.... \Ill..& 

ot u. .. 1'1 ......... laftl\laa\1 .. 1\ ...... " .. w -
iutcaltloan • ~ .- 1a Au\l'lo ... w ...... •• aot.ua 11 
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,.Jl,, to tiM nta or 1\a tlM ou all.llal ta4 .. \r,o, J:a tllo 

aeutl .. , CMOMal.OYak18'• ._,_lapona -.-11 trelllM. 

"'-1!0'<18&111• ' • u 4 To,...ala,..l• ' • tlOU' ~n· .......... ""' tur 

ba4 ...... bMD 1Dpol'\aa\, 

band, 1aoroaeo4 , \be Ploe 1a lo...ala'a •••• bola& apeotaoalar. 

45 , lD tbla rap14 l"e't'lew Of 1<11 labetrlu ba .. 4 OD U:1'loult1..,, 

we now 0 0111 to ~~~a~~ar . 

tboua&Dd qu1atale 

19l J/l5 l t 2 t / JJ 193T un 1923/ 25 1929/ 3.) U3T lUt 

•••raa• •••r-.e ••en&• •••raa• 
tT.S SOl ' ( ' U )J l,T34 4 0 0 

c: echo-Sloultla 0 ' 0 T ,U5 4,Ut 2 ,594 

' 3 0 0 TU u o 244 2 

119 3 0 2T 0 44 0 0 

Tougoal n la ua 13 1 .. u 43 0 0 

'l'bo tat e that be tell ifWI&al'7 • • tlour- J01111116 1a4u etr,o , pel'\lJ 

tlu'oll6b Cue!W)-Slo•altl•'• laaietuoa oa alll1D& bor flour tbou&b 

l bl 4 14 DOt p-ow \ b e -at, e't'OI'\OOit C"eelloalOTaJda ' a -U· 
4ht1llerhe, aUbo,.P aot to \he - enaa\, •• Cucbo-!<lo•altl• 

raaa lae4 a rohtl'fal1 lars• aQ&ar- al<pol'\ar t o t he en4. 

wbl ob t a tba early poet-war raara botb 1apol'\a4 ancl ""!>OI'\·e4, 

aa batH\14 a oouatr,o or Aaatrla'• aha pa, loa& &Del narrow, later 

~ ... ,. 
I 

Ro,..alaaacl Toue;oalnla • • 

l11porto lleaY1lJ 4acreua4 , wbUa their o&pol'\a, ae .. r blportant, 

otoppe4 altosatber. Proll.uctlon bad to adapt 1toelt aocor41D&lJ: 
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hed•\ 1• ot Me\-...., 
aUlloa~o 

1124/ 27 ........ 
. • 0 . 1 (ltM-JI) 

ozoolllo-SlOYOklo u 
Bc.. .. sarr • 2 

Rouulllo 1 

TO\IIO•SlP l O o . t 

lUI/ at ...,... 
1 . 4 

I 

l 

0 . 1 

O. f 
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.u u 111-.troUoa or \b ouaooo1o 1aaui\J \M\ prno.Uot: 

tile rola\loa llotweoA \ho Aoa\J'I u a u .....,lu ntaU ao&U'• 

pr l oo waa .. oil \bat 1\ waa prot1t.abl a \o --.J,o llaolc a\o 

ll\ult;UJ &11<1 oall 0 11 tlla bloat -rite\ , t or hu tllu t llo ottl olal 

pr loo , l llzlau1u Ma&U" Wllloh lla4 llaa11 aold \o Auatr 1o t llallka to 

a boUAtJ, t here \o be rotalle4 ot o 1111ob lower pr 1oa tba11 tllat 

'1'111111& Ill 1111118UJ, Wilen t ho pr1oa waa tlla bi gboot 1D llai'Opo 

attar t bo lJ,S,S.R, ao4 I taly , u cl ft&U' OOD- ptiOD waa oorr ao.-

~n41DClJ low. 

Iti. Coltlttltll . 

t he l allyrto\11 or .. ~. llappoala&• 111 \M llo8U1aa-laltu ..... 

bot - • tho two _.,., ~ bo e\roolc '>' o _.., of poata or - • 

tllall laaal la\oroo\ . 

4f . 111 tho t iro\ plo .. , tbo U lt•l t 20 Tnot ha, lt.ni iiC OOD• 

Moroto4 tllo UoropUoa ot t ho ol4 Dllal lloaaroliT oue\oaa-lllll\, 

41t 110\ IIIDC \o ....... lt.aal\IIT aao·-• • rold lou llatwaoa t ho 

e.Yaa eo.ora11D o\otoo wblab ehorocl aP tlt.a t or.or Aaa\rlo-... .,. 
. .... ~ ...... 

a.-n4 by tlt.a .,. _. 1 \hat It woolcl be tlt.o Loa&• or loUou• 

boa\ouo \o _..,.a\ all)' cletoota ftloll pno\lM alpt roYoal 1a 
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• 

I .. .. 
I 

,... 
Cll 
0 

Regraded Unclassified



1.91 
- 21 -

!IA4 -.- 110re ea•U.la tJa&a \M11' o•. n.-11' •h&hlaao • 

~bl• ooore 4U oo\ lllMor \M o-.:aau oa or ,._ aollo•• · "-r 

,..7 1u1 vo laoroa ao4 a \oadour, olndr o\ro.>& la , .. •• or 

uowl7 olllar .. d noooooor tl\&\oo, ao \0 ollapo \llo11' oo~o oovao 

• • to ba o u 11\ t l o • • poaalbl.o \o do wl\11 \llo \wo 8\o to o wbioll 

t hOJ ra&4rdo4 ~· ~be polltlOa l a Dd .oral llalro or tlao ror•r 

CU. l IIOaarCbJ, . , 
Jt ,_,_. ' . _., 

50 , n.. ••J otdw 1D \be worl4 or tluaao 1wblcll tbo 

au co .. • or tbo plaDO coatarred oa ,uaotrla &Dd lll&o&arJ, oo worload 

w t 1a praoUao • • \ o . ,. .. op tile tread •-.r4o • lt· 
autt1c1eD07• IYea baro r o t lla \wo plaao wore pr ODOUAcod b7 tbo 

Loapo to llan ouooo4od , tbo 1Doroa o1D& Hkollllood tba~ tbaJ 

•ou ld ouocoad, t-tbor wltll tbo latoreat- ra\oo t o be obta lut 

111 ,,,.atria, ~.>Ad at.ill • r • lD Bl&Di•rr, oa lwrd-c..rroac7 l oaao, 

at " t t. wbaa _, • • ptUn& cboap oa tao lroator a • rkato, 

a ttracted a ttOiltiOO a llrood , . .. b7 1926 roroign borrow1n& load 

got wall lUI4or war. '!'bare wao a otblDI 1a tbo control b .. nll: 

atat lltoo, wbioll r o ..... aa ~· part or , .. Loa, ... •. 

rooonotr..o\1011 plaao, oDO.bl 111& t boao oea\r.l bollka or a.ar 

otbar eo.c..-at ._...,, t o •1\rol roroi&D borrowlDI• All 

tbo ao c Oillltrlao ' 1J&torul dobt llad beea wiped ""' b7 l a!bUoa , 

• 114 acoao aoriouolr t bOiltht or rorc1Da tbo a~&oo.oaor tit••••• or 

ohlob Allot ria aD4 IIIUIIIIU'7 wor e oDlr two out ot one a , to aonioo 

t!Ui ir pro-•r roro1p "•"'• 011 a aold bash, tbo ur&lD or 

~~<t.fo\7 aigllt be ooaalh rod a w14o oaa . rorolaa borrow1n& 

proooodod, t or a are•• Y&ri otr or rorpoooo , a t a 11Yolr r a te 

a.til 1929 or 1930 , b7 wbiob t 1• i t bad roocllod • po1at ~boro 
"""""' . ..~-., 

l!llllpr, bat tbo bu d on toroip dollt bt&rdoa ill Europa ,~ owin& 

••road a,...rt a or 100 dollar• por a api ta or popal&t ioa, 
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n . ...wia'• .., ........ • • ~- ..-n.....-~ . 
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aata•au IIIPplloe of nw lllaerale, ,.....,. .tu.a au~ ,_ .. t.• .. r .r ~~ n. 
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b tlle .-laet•• of &M report. l ~ ... 
-... of Ule oplllloa ., &Mn appear• ' ' 
Uaoe a 4&aa•ro• habMJ' .. ..,. aoepl .. 
ooaoJ' oa nio MUOI' - a f .. llaC &M1; tlle 
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ftle lloMNIIlo, 

(SJ.cM&) 1, .. rauu.aa, J•• 
... ""PJ' of &M 'tna•PJ' 

fila .. ontarF of lahnor, 

Wa~ka, D. C. 
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Treasury Departmen~ 
Olvlelon ot Wone~ary Research 

To: Secre t ery ltorgenthau 

From: V. F. Ooe 1FC 

subJect: Iokes 1 Report on Germe n ld1ne rall 
Si t uation 

The report concludes that GeriDilny 11 1 sur­
Qr1e1ngly well euppl1ed1 with vital war 
Cl1neral l . 

she produoee more bauxite, alUA1nwa, and 
-:ognes1u.c than 1a produced 1n the Anglo-U.s. 
eo~b1netion. 

She ~.ae 1ncreaeed her etoolts snd euppl1ee ot 
other 111nerale largelJ bJ prompt e xplo1 tat1on 
of eaotvred a_re""• 

The re!)<-rt points out that ~ reel ettort •111 
be recu1red tor the All ies to eurpaee Germsn 
production -- that 1 t 1s more than merely 

metter of time unti l our resources are 
used to their full effectiveness. 

It notea that a large part or our mlnerBl 
output still goes int o non-defense purposes. 
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!~ dear }~ . Korgenthau: 

THE SECRETARY 0,. THE INTERIOR 

WASH INOTON 

JAN 2 l 1942 

~he facta regarding: GertiAD.1'• a'bl .Li t)' to pr o duce and 
t.a1nt.ala aupplles of :lneral r e.v cat erlala vlt.al to its var 
pur. osee, la a catter of t he uteoat importance t o our war 
pealtlon . There bar been considerabl e apeculation on this 
~tter in publ ic circulation, aome of l t of a ~l aleading and 
vlshr~l ch8racter. 

1 !)f: 

Tnla Departtter.t , aever4l month• &60 1 deeced tt advtsable 
to undertake t o &$Certain t he truth or the situation. We a&• 
t 11:nod o. specialist of t f.e Bureau or Mlnea t o 1nveat1gate tl:e 
rncta ~1tb respect to tt! e !opertant pnaae or the var proble~ . 

k1e r eport contains informat i on of a etrlkl~ char acter that 
h decidedly at variance vi t h some ot our cocfortable a asu.mp­
t.lona . I a.a sure that .fOU .... 111 be lnt.ereated in t h is report 
~d 1n ita ccneluaiona. Therefore , 1 ~ eendina you a copy . 

SineerelJ 10ur1, 

Zr.clo•~• 2294850 

Ho:1 . itenr :1 :tore;enthau, Jr. , 
Secretary of the Treasur;, 

WashinGton, D. c. 

~~~ 
Secretary of tte Inter ior. 

• 
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Charles .au •lri&ht , 
Foreign r:inerD.a Spocillist, . 

Bureau of tlinoe . 

General Statement 

../hen one suns up the annual output or mineral s , cetals, and ruels 
since 19)2 in Ocn:any, o:1d adC:s t o t:oose £isuros the output or the areas 
acquired oy Gor.,ny dur in£ the last t·.10 years , the results indicate thnt 
lierr.e.:w toc!ay is sw·pr!.si:':el:! wall su:>plied with ::dn3rals for essent1&1 
C'.ilitar;• nc~. In sor.e ins..anccs such as Oe.wdte, alu::lln\11'!1 ~d 

Na:>esiuc, r-,ee:>t production has been o:;roater t~.an the eco.bined output or 
the Un!.t.ct: ~~tcs , ~reat !b:'ita.in, nnrJ. Ca.."l&da b.t~ Oor""'...any lacks ce:·t.ain 
essent.!.al r.inercls :tt:.c!'l c.s tc.na:st.en, t:.!n, cower, r:.olybdenu.:J., asbestos , • 
and P"rticularly potrole\1!!. ::o.,.,v.,r, as Gc:'lW1Y has oee11 pre;:aring for 
tho present 1\l;l.r since :<;JJ, lar;;e (lua.otit!.es or t:•ese latter o.inerala 
•<t>re bou&ht and sto.:k- ,>iloo. (See Table 1. ) She realized rroo. the start 
that to be po·.<e:-t'ul, a Mtion !D\l:tt secure tho roquired o.inerals and metals 
either by increase in production from domestic sources , by purchase, or 
•eeression. Gerr.~an~ ik'.S utilized all three or those methods to a mrkod 
degree. 

Froc1 1935 to 1939 the writer made o. senoral survey in each o.f the 
&uropoUJ> countries and reports on their •linoral resources and output ••or e 
issued ~ t he Bureau of Mines . It is to bring these data up to date and 
to give a general picture of the mineral situation vd.thin the Ne·.v Germany 
that the present •=ry has been propnrod . 

Handicapped ~ a deficiency or raw minerals that could 0e profitably 
o.ined, Cen:-.any ~irst proceejed to <!cvclop low-grac!e deposits of iron and 
copper , and !>~.lilt up her o.ineral production recardless of cost . ~les 
of t~b 3re tr.e pi& iron proc!uetion at the Heman Goering .lorks near 
Sal%gHter, nr.d the incre::lsed prodl:ction or co,>pcr at the la>Sfeld clines 
at a cost estimated to be over double tbe world price. Since 1933 Gcr""n)T 
hu bartered with the i!<>.lkan States for IOOSt of their o.iner al output and 
buUt up largo stocks by io;>orts from the Jestorn Hemisphere. The l.:.rge 
increases in mineral :!.Jl:Dor ts since l93J t!cmonstrate that Germany began 
preparations for the pr~sent war some 8 years aco . Oernany ' s ereatest 
incr ease in mineral supply, however, has boon through the occupati on first 
or Poland, then llorway, t hen France , t ho Palkans , and later of t he Ukraine 
and Donetz Basin. Reports indicate that no t ime is being l ost ~ tho 
OermD.ns in tl>ese occupi ed countries in oraonizing miner al production in 
order to get the utmost benefit out or t hese new sources or s upply. 
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n.ere is a general belief in the United States that ftith our (lreat 

111.n0ral resourees an:l ;;>lant capacities, it is only a matter of tima when 
wo, together with Ill-eat Britain, 'Ifill have control of the air a.>D sea, 
.lhilo this is L"""le, it should be ret~embercd that tho !lew Oermany alreedy 1a a 
r-orruJ. adversary worldna at maximum capacity in the output of airplanes, 
sutx:>arines , tanlts, an:l cunitions , JWJt when the United Statee an:l Great 
tlritain will be in position to exceed the Oerman production of these .e.r 
c:.eciUnea depen:ls largely on thoir abllit-J to increase am maintain minore! 
product!!'n am the extant to which c171.JJ.a.n coneuapt.ion is curtailed to 
percit gore np14 advances in the manufacture ot required wa.r caterials, 
Substantial pro:;ress along this line has been made since Deeeaber ? but a 
large par'.; of our mineral production is still coi\SUllllld !or non-defense 
purpoaes . 

Another !actor asaiatina GoMOiley '• war e!fort is the regimentation 
of labor and imustry. As early as 1936 aU labor unions had been placed 
undor Governttent control and labor v:as ,..,,.king 60 hours a week. Those 
\'ollo obstructed the P.eich ' s l abor pro...-= were sent tc concentration caq>s , 
In 1939 >'ben the v.rtter lut visited German;r, food rations for the work­
can and hie f~v were a control..llng factcr against arv agitation or in­
efficiency of output, During t."" l.ast decade Oenoaey has built up e!!i­
cient IOII.lJaGe:oent in all branches of her industries ftith fUll control over 
supplies and labor, !leaearch laboratories are turr.ing out improved weap­
ons and their techniciar.s and enginee!"s are M!d.ng tl>e t:10st of tho min­
eral rcsources in the occupied areas . Besides the temponry advantsge 
of regimented industry oriented solely to wor objectives , Gernany hae 
another great advantage over her advorsaries in hsr ability to deliver 
tanks, amr.runi tion, and airplAnes tc the actuol fightins lines in greater 
quantity by reason of direct and co"'P'"ehensive trAnsport facilities and 
at ctuch less risk, 
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table 1 - o....., apono or Conaia Strat-cic lliaoralo 

( l ) 
1932 to 19at, 1a llotric !oao 

1m 1m m.t lW ill§ ill! 1m 1m 
(6 Moo~ 

Tw>ptoo oro 1,6115 3 ,614 4,3815 7 ,681 8,726 11 ,372 l4 ,ll00 5,?3l 

Tw>ptoo ••tal 63C 1 ,317 2 ,877 1,611 4 ,114 6,605 7,159o 4,930 
10<1 ooNP 
(tool. ol>roaiu. 
104 ca4a1U11) 

11cnl oro 17,694 34,513 37,609 29,013 17,651 19,990 34,215 115,800 

J1cke1 Mtal 565 1,968 4 , 060 15,929 3,392 3,365 3,984 

Chroa1,. oro 42,128 47,370 76,983 95,440 123,,375 132,162 176,406 110,131 

Copper ore 237,878 240 ,902 3:14 ,921 400,$18 482,471 1555,577 653,931 336,623 

Copper me tal 138,100 154,600 182,200 153,3615 127,549 169,920 272 ,400 89 ,355 

Copper oorap 17,1527 17 ,911 14,039 19,891 24 ,372 32,703 27,308 12,107 

Mooganeae ore 107 ,000 132,000 223 , 000 394,256 229 ,634 554,170 425,785 153,7157 

Ko 11 b<leoum ) 
Uran1Wil ) 2 ,848 8,945 20 ,595 27,3159 34,612 41,861 64,179 21,3615 

f1t an1UII ) 
l10a4l1111 oru) 

!to Oro 1,868 431 602 1,232 1,563 6,623 6,142 2 ,634 

flo lo !1D .U1qoo t ,038 11,281 13 ,470 11.824 9 ,176 10,320 12,090 4,768 

(1) Stat1et1oe froa 
• • hl&Dd. • 

"Moaat11che lachvotoo uber 4oa auevarticoo Baa4o1 ~too • , 
Berlin, 
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SUl:mar7 of Oeruany' s t '1Ml'U $lpply Si t u•tion 

Fuols 

W1 

Coal.- Coal output in Oer:nan-con~rolled areas is about one-hal! of 
~he wOTia•a production or more than sufficient for all purposes, purtic­
ularly in the manufacture of coke for use in blast furnaces. Because of 
~he proximity or the major coal fiel ds to tho iron-ore deposits &nd the 
well developed t ransportati on facilities available, Oennany is i n an ex­
cellent posiUvn ~- ::.a.ke good use of hor large coal suppl;y. Control of 
the Donotz coal fields in Russia, to(l8ther with the iron !Jines and steel 
plant s of the Ukraine, if held, would place her in a still str~n~;er :>o­
sition. Coal a nd lignite a r e also used extensively in Clemany in the 
D&nufacture of synthetic petroleum products . 

Petrolelll'l!/.- The area """ controlled or do::linuted by Ge;;..,an;r con­
SUDed approx:!J>ately 221 lili!lion barrels of potro!ew:1 products in l ')je, 
and produced about 78 o!.llion barrels ( chteny in !!u=ia) or )5 pe.rcent 
of ns requirements 1n that year. Ger-...any N>a auo;>ted extre...., r:1easures 
to =eet the ahorta('e reaulttne !'rom the British blocl«ide. as ""rly ae 
1938 she was producing 14,000,000 barrels of synthetic p~trol~~ pro­
ducta troo coal, or which Gel"'Qa.'1!' !'las very lar..,.,.. reoerves . Her collapse 
due Lo !allure of oil supplies thus cannot '.>e furecast with as sur ance 
at this tice . 

llostorn and central &:rope has al"nys boon primllrll;: a c o!ll-burnin8 
area; tuel oil has been consw~tt!d chiefly by the ~r.orchnnt oar!.ne, the 
national navies , and t he petrol eum i nduotry . The British blockade has 
virtually swept the merchant marine or continental Europe from the high 
eet.s . !laval requir em<>nts under pr esent conditiono are rolati vely sClllll . 
Likawise conswnpt ion of fuel oil in t ho oll !ieldt and in the ref ineries 
haa al.,..ys been relatively low. Civilisn consutlJ)t~on of casoline has 
been cut to the bone . However, t he li'ost serious trxlustri..t p!"'blm: 
probebl;; is the supply of lubr:eat inf oils. a.t Gel'l:181l)' t.as pior.ecrcc: 
in reclair:11n& and re- using lubricati ng o!l.AI , and to a«:e e:::t.ent anit:.IJ. 
and vegetable oils have been used to r eplace Clineral lubricants . 

In addition Gen:l3Jl7 probably build up substantial stocks orior to 
t ha outbreak o! war . The 221 adllion berrels of indicated petroleum 
consumption in the European and liediterranean area now controlled b;r 
Ocrmany undoubt edly included consider able accumulation of stocks , rar­
t1eulnrly in Oemany where t he i ndicated Cerr..an dor.:.and for oineral oils 
roso rapidly from 24 million carrels in 19)J to 5) mil lion barrel s in 
1938. In the recent pre-war years nonrly evory Zuropean countl"J ,.,~• 
requtr i ng tho iJolporting and refinine cor.paniea to maintain from three 
t o six months • eupply of clneral oils on hand at ull times . The n.;>icl 
conquest or France Belgium, tho Nethorlands , and Scandin<ovia placed 
in Connan hands an' unknown but considerabl& =~nt of refined oils ,;,tell 
had been acco.ll!IUlated under the self-sufficienc:~ proerams of thes e count rtea . 

!/ Hotes on Patr oleum prepared by A.H. Rec:.tiel<!, :lconoclc A:ullyst , 9ureau 
or Yines . 
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Takina everything into consideration the German petroleua problea 
appears to bo largely one of rationing and adl:Unistration. \litJl 78 mil­
lion barrels or e~ore of petroleum arvl petroleum substitutes at ita dis­
posal, am military needs and essential industrial needs given preference, 
Oermt.~ appears to bo in no il!l'lledi&te dAnser or the failure of her mili­
tary mnchine for lack of gasoline and lubricants . 

The occupat.ion of t he tlear Eastern oil fields by Germa~, which is 
still a pcaaibili ty, would add to her current supply a potential produc­
tion or 192 lllillion barrels annually 1 or more thD.n sufficient for all 
civilian and lllilltary needs . But tho l(lck of facilities to transport 
this oil overland to Oermaey lllignt deprive her or ~ real advantage of 
such occupation for some years. AriT destruction wrought by tbe retiring 
troops, if they were forced to retreat, would be a further handicap to 
Gena~ in the exploitation of these oil fields even though permnent 
deetruction of this oil supply cannot be acco~:pllahed. 

Iron and Steel Uateriala 

Iron ore.-In 1940, 46 percent of the werld 'a iron ore output ~ 
produC'iO"iii"lhe countries now controlled by Oermai'G'. Germaey has oc­
cupied the iron mines of Kri voi Rog in the Ukraine 1 aaid to contain a 
billion tons of high grade ore and to have an annual producti on of 
about 18 lllillion metric tons . This new sourcs of supply, it held1 
together w1 tJl the high grade ores from Sweden am the enormous deposits 
of Lorraine 1 in France , provide Gennliey ample raw I!Bteriala to supply 
tho requirements of her steel planta . 

Pig iron.-Oerman-controlled areaa accounted for 44 percent of the 
wcrld"'i'"output of pi& iron in 1940. It ia probable that the blaat fur­
naces in the Ukrairehave been destroyed by the retreatin& Russians, and 
it ~ talce a year to rebuild them. llevertheless, Germaey is ""ll SUJ> 

plied with all of her essential pig iron req~ts from the blast 
tllrnacea within her borders and the adjoining areas in France and Belgi~m. 

~neso ore. -Germany 's shortage or aaneanose ore was becoaing eeri­
oua bU I the OCCupatiOn or the N1Jcopol Y&ng&nBSO IUneS in the Ukraine 1 

Oenaey haa acquired an adequate source ot aupply, w1 th an annual output 
ot 1,200,000 aetric tons, or nearly double ~t of the llestem Helllisp!u•re• 
The areaa now tributary to Germany produced 27. S percent ot tho world's 
ll8!111anese ore output in 1940, 

Chromit e . - Within the German occupied countries the production of 
chrom!te in l940 was 10 percent of the world's output. Preswnably this 
production ia inadequate to meet Gel'll>all needs . Rocent &&reements w1 th 
Turkey included provisions for increaeins chrolllite shipments to Germ:ulY• 
This together with stocks on hand will probably meet all necessary re­
quire..,nta during the next few years . Both Oreat Britl\in and the United 
States depend largely on overseas illlporta from Africa , India, Turkey, 
and !lew C&1edonia1 for their requirezllonta . 
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Li&t>t WeSD~t Metal• 

,Alumnua.~ ID 19)) the thi ted St&tee output of aluminum - 110ft 
thii1110Ubi• tb&t of 0eJ"'II8ZZY, but in 1940 it b ~: ti· ~ that Ge"*'f pro­
duced 240,000 11111tric tone aga.inet 11!7,000 tone in the thited St&tee. 
AlUIIIin\1111 production in GerrDilll-Controlled coo.mtriee , France, Italy, and 
lioJW.Y , end &leo in Switzerland, in 1940 wu 15 \)Orcent greater than the 
combined output of the United St&tea, C8llll.C!a, and Great j3rit&in, and 
-unted t.o 47 !l•rcent of the \.~rld total. A recent eurvey abowe thet 
the &l.UIIIilllllll pl&nte in German-controlled JWrope 11111 have a to tel ~;vu:i ey 
of 560,000 tone tv the end of 1941 , compe.red with approxi:lllltely 560,0C'O 
tone in the lbited St&tee, Canada, and Great Britain. By the end of 1?42 
or early 1n 194.3 the production capacity of the latter countr iea sboul.d 
aceed 900,000 tone. lio data are aY&Uahle on Germomy•a expaneion W'Ogram. 

&l~~~~; Oe!'IDBllf 1a aq>ly supolied with thia raw materi&l eeeenti&l 
to amlfacture. 'lbe ezteoeive bauxite depoe1te in F'nmce, lt!>ly, 
Tut;oslavia, 8Dd llmpry are situated in a a:cb more fa<rorable position for 
trentpOrt to the &J.nmlnum reduction nl&nta than tLoae fro«& Wicb the 
&llllllinum pl&nte 1n the United St&tea and Canada get their aupply {priDci­
pally Slr1nam and Britiab Mana). Pr.aent output 1n D.uwe 1e !iO percent 
of the world'• production, l'bereas the ':leetern ilea>1SPbere contributes only 
:l8 percent . Both regione ha<re large reaer<rea hom wbicb addi tion&l pro­
duction can be obtained although the Weatem Bemiepbere ie at a diaad­
vantage becauee of the transportation l!robl em, 

Megne~~~~:!!·- No official production figu.rca ore publiebed in Gerl'ncy" 

on ~um output and eetima.tes yary fro:n 18 , 000 to 60 ,000 metric toua 
per an!IWD, the moat recent being 40,000 tone for the German dominated 
areaa. ID 1940 the combined Britiab...J.merican output waa only 12,000 tone. 
large planta are under conetructiOD in the thited States and tv the end 
of 1941 production of tbie ll&ht metal in the United States and Great 
Britain 11111 be at the annual rate of about 40 ,000 tone. By tbe end of 
1942, or early 194), the thited Statee alone ia oxpected to have a produe­
tion capacity of 180,000 tone. ~ta are not anllable on Gen::eey1 a plLna 
!or upending the production of magneaium. 

Other Non-J'erroua Metala 

.Antimow.- ID JUrope, antimony ie produced chiefly in Yugoslavia 
wbicb account• for 10 percent of the world'• output. 'lbia De>< source of 
aupply, tocether \lith another 10 oercent froiD the rest of EUrQ!)8 , will 
probabl:r- ghe GenD&ny a eutficient tonnage of antimony to meet her most 
eaaent i&l neede. 

~.- Germany•1 annual cower conauqltion ret~ehed .)00,000 IDPtric 
tona 1n recent reare judging fro"' ilDDortl and production. Oe:any end 
metria produce probably leas than 40,000 tone eo that a large defic! t 
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~1te . With coatrol of tbe Bor M1DM ill~. 1114 tbe aporte 
M&llable !roe 8pa1n, lforw,y, 1114 Swcle, Oaiwq 1e polltlaa bM belli t. 
prcmc1. In 1940 o.r--coomue4 c0011tr1• (aot 1DclD:UQc llpaiD) -
=ted for ~te~ ~.ooo tons or allaut 7 .,.rceat of tbe world'• 
output of c!opper, te.rce etoclta of coppar are 11&14 to b&ft baeD IICqlllre4 
1n Prance, BeJ.c1~a, 11114 Bolland, ml •U•tee iadlcate that Oenmq will 
han a IU!ficient IUPP~ for eeeeoUal llilit&l')' liNda for tbe 1 diate 
tuture. ])rei')' effort bu bee-. ill o.n.q to rwpac. copper with 
plutice, aluml.miD, end other •tale. 

r.-1 •f!Jing.- '.1.i>. occupanco of the lelld.-zinc dietricte of q:,per 
Sileel&.PO , ml 'l'repca, Y"QtOelana, hu cr-t~ 1Dcrwaed Ger.Qy•e 
IIJPPllea of tbe .. •tala. I~ 1a alae • lup contributor, ml11mida 
llld .t.J4er1& liDwi .. produce ltllbatanti&l CJI*lti tie•. 'Dma both ill lead 
11111 zi.Dc, Ge~ controla IIUfficieat production to-t bar requi-te. 
In 1940 the o.n.n ckwdnate4 CCUDtri• pro4uce4 .).) perceat of the '100%'14' • 
si.Dc outpl.t aad 2S percent of tbe lead output. 

~·-.&a lta!T 1a tb8 larpet p~r of -=u)', followed~ 
~:iw countriH contnlllin& 75 percaot of tbe 'IOOJ'ld'• outpnt, 
~~~ple IUPPliee are llftllal)le to-t Gen.zoo•• ~ta. ~ tbe 
other bead nen at pre-t bJ«b pric", prodllctico ill tbe Western s-1-
spbere aad elMIIbere outaide of IUrope 1a ~ couch to -t d..,,, 
aad there it ~ uncertatDt;;r aa to bow long preeaot ratee of production 
can be main ta1Ded, 

0el'MIIY' • lack of tunc-ten it beiJlc coap1111 .. te4 1i1 part 
ey Wlich there vere large importe for etock-)Ul.Dg in re-
cent ;yeara. 1he increaaed use of mol.:ybdm\111 ill ateel allo;ye, ill wirea 
for electric furnace w1ndl.n&a, aad to replace platinuiD poillte ill electric 
contact drrlc• and epar1c plug poillta , ..na i t.., Heenti&l metal ill the 
menu!tcture of wr aw-hinee. Ge~ now oontrole about 7 percent of the 
world11 output llhich, to&ether with atoclc411le4 Mlpll).iea, should -t all 
Y1 tal 11111 tal')' needa for eome time. 

lilclcel.- Jiclcal 1a anotber •tal produced ~ ill ..U quantiUH 
In the Ge~ntrolle4 COIDltriH, lorw,y aad Greece bel.n& tbe priDcipal 
Proclucera. Al~ a ~ importer ill put 7M1'8, her preeent Willi~ 
ie ..U. Bowver, if~ can exploit the rec«~tl:y drteloped n1clcel 
depoaita a t PetiMIDO in linlaad, .., il!lpOrtant aoarce of IIU!'Pl:Y vill be 
... ilable. In 1940 ODl,y 2. 5 perceat of tbe world'• nickel outpUt -pro­
duced in Gersn dm4Mte4 COilDtriea. 

Tin.- There are no imDortent till minea ill :Alrooe, ml GenaDT for­
~~~erl;y ~ entlrel;y OD.. il!lpOrta from the Jar llut aad Belt ria for her 
requi-te, Gersn;y 1a believed to have had luge atoclce ill 1938 end 
to bave acquired lld41 tioDIIl atoclce ill Holld. Ge1U117 baa drteloped 
lllbeti tutee for ..ro- use a, .ach N in the food pacldng iadu.triee, end 
•11 &ft1lable till 11 reaerved for h1&bl7 ea110t1al applicaticna. GerMil7 
baa been wteter.dtng 1.n tbe reclaatlco of IICI'IIp till &l1d other •tal• for 
~ ~. Cadmwa, a ltllbatttute ill-~ of till, 11 proc!:Dce4 ill 
lllbetanti&l -t· in Gliomq - Polaad. 
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llcio44etall1ca 

In GeraleD-<;011trolled hope there 1a no proc!uct1011 of l.nduatrial diMQIIda , 
quarts cryetala, ~~td the atrettgic u•• ot mica 8114 eabeatoa'. Tbeae daticic­
ciea are being l''!t tor tbe til:le being tr0111 atockpilea aDd b7 eubatitut1011. ~t 
tar pbolpbatea, 1.be ahortece of which laT bec01118 _.ioua in a FolOQgfld var, Ger-­
IIISIJ 1a fa117 well eupplied with fertilher ~~td ~cal rm~ material•. 

p .I. 1729"15. 10 
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J&nUSl'J 27 • 19t2 

1:1 dear lolr . T:ronr : 

'thank you for your letter or Januarr 26th 

•Lth whlcb you tranam1tted the extract tro• the 

l j)etCil or lbe ?rise !.li niater ot Canada in the 

Mou1e ot Co~oaa, January 26th . 

I appreciate your klndDeaa in sending 

a:e thil :aaterial so pro::tpt l y. 

Yo~re s incerely , 

...r . uiiiU l rong, 

. tniater Counaelor , 
Canadian Legation, 
3624 Praapaot A•anue , 
·••ninrt on, D. c . 

2:)7 
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My dear Mr. Secreta.rys 

209 

CANADIAN LEGATION 

WASHIN GTO N 

January 26th, 1942. 

I believe that Dr. W, C. Clark has writ-

ten to you about the announcement which is be ing made 

this evening in the Canadian House of Cancons concern­

ing the new financial arrangements between Canada and 

the United Kingdom. I have been asked to see that 

the full text of this announcement (which is being made 

as par t ot the Prime IHnister•s speech at the opening 

of the new session ot Parliament) is placed in your 

hands at t he earliest opportunity. I am therefore 

enclosing the text as transmitted to the Legation 

from Ottawa this evening. 

Believe me, my dear I.Jr . Secretary, 

Yours very sincerely, 

The Hon . Henry Morgenthau, Jr., 

Secretary ot the Treasury, 

Washington, D. C. 

!Uni s t er Counsellor 
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EXTRACT FROll SPEECH DELIV'I!RED 

BY THE PRIJIE IIINISTER OP CANADA IN TilE 

CANAOIA.'I HOUSE 0!" COIQIONS 0!1 JA..'fOARY 26TH, 1942 

209 

In his speech at the ll&nsion Rouse during my 

vioit to Brita1n, and again in this Chamber on December 31st , 

tho Primo Minister of Great Britain made particular reference 

to the financial assistance which Canada had extended to 

Britain i n the present war . 

The extent to which Canada has boon furnishing 

supplies to Britain is , I am sure, not tully real ized by our 

own people . Canada has supplied weapons and muniti ons to 

Britain for the use of Britain's armed forces, and tor other 

Allied forces tor which Britain hao undertaken to provide 

equipment . Canada has also supplied to Britain ra" materials 

required in British war production, and foodstuffs required 

to reed the armed forces and the people of Britain. In 

othor words, Canada is, at one and the same time, a full 

partner in the war in her own right, and one of the 

principal arsenals , granari es and shipyards for Britain, 

pa r t s ot the commonwealth and other or the Allied nations . 

The total volume of canadian oh1p~onts to Britain since the 

co~once~ent of the war compares favourably with the volume 

which, thus tar , has moved t rom tho United States . 

Canadian financ i al assistance to Britain has been 

nece•sary in connection with the pr ovision of these vas t 

quantities of war supplies . The financial assistance which 

Canada has extended t o Britain is, of course, not what i s 

ordinarily understood by the use of that term. Canada does 

not ship money across the Atlantic; tho money itself never , 

i n fact leaves Canada . canadian finanolal assistance bas 

been extended to Britain in th4 following ~er. The Sri tieh 

(lOVOrnl:!Ont/ 
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Oo.,.~nt baa purohaaad wv auppl1 .. tra Cua41an 

produoara. Br1t&ill, hoftnr, baa not had anoup Canadiom dollara 

with wbioh to .aka pa,..nt for tha greater part of theaa 

auppliea . Pa,..nt haa accordingly been aada 1D pounda atarling. 

Tbia Bnsl1ah •=-7 baa romal.Md on dapoait 1D Load011, beoau.aa 

it cannot , of oouraa, be uaad 1n CIU>ada.0 Moat of th& Canadiom 

~onay required to pay the produoera of sun- and copper and 

bacon and other commodities baa been supplied by the Canad1an 

Ooverament. This Canadian money haa had to be raiaed troa 

the Canadian people 1D tuea , ftl' aaY1.nga or war loana. 

Canada' a f 1Dane 1al aid to Bri ta1n baa, 1n other words, 

amounted t o thia: the 1Un1ater of Finance baa raised =nay 

1n taxee and loana from t he Canadian people to pay Canadian 

producera for ships and tanka and guna and planaa and other 

munitiona shipped ovoraeas for the Br1t1ah 1~, Navy and 

Ur Force also, to pay Canadian producers for alum1mm, 

copper , steel, timber and other .. • material• needed for 

Br1t1ah war induatey; and, a a wall , to pay Comedian farmers 

and tiaharaan tor the food Canada baa aent overaoaa to teed 

the Britiah people. 

The Britiah Government haa been able to acquire aa.e 

Canadian aonay aa a result or ordlnaZ'T business transaotiona, 

euoh u the aala of British exporta to Canada, and raoeipta 

troa 1Dtereat and dhidonda on Canadian aeourit1aa. !hia money 

haa been uaad to pay tor a part of t he Britiah purchaaea, but 

Bri t1ah exporta to Canada are neoeaaarily on a 41al.1nish1ng 

In the early ~onthe or the war, the Britiah GonrD­

mont had a conaiderabla accumulation of gold and was able to 

uae acae gold to pay tor war auppliea received tram Canada, 

The/ 
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The Brltiah Oo•erna.nt acquired ao•e a441tional Canadian 

110ney '117 an arrans-t to ban Canada bQy back t'ro. BritaiJI 

certain canadian Oo•enaent and Oonftlllent- paranteed 

aeourltlee held 1n Britain, Per the aoat part , however, ~ay­

ment l'or canadian auppl1ea baa, ol' neoeaalty, been made 1n 

pounda aterliJig, 

For the paat yoar, Britain baa urgently required 

from Canada vast quantitiea ot munitions and auppliea. Tbaae 

canada baa created the capacity to produce, The canadian 

procluoara have been peld 1JI Canadian aoney '117 t he Canadian 

Government. Canada, 1n turn, bu been credited on the booka 

ot Britain with !ngliab money, whlob, however, cannot be apant 

in Canada, In tbla way, Canada'• eurplua s tore ot !nglhb 

money baa been assuming larger and larger proportions . What , 

ln etl'eot , all tble really means, ia that Britain baa a 

steadily growing war debt to Canada, 

we all r•eaber the international probl iiU and 

dlttioultiea cauaed, attar the l a et war, '117 the exiatence ol' 

buge war debta owed b7 one government to another, we recall 

bow reluctant nationa were to aooept pa)mento troa other 

nationa 1n th e only way in •blob a buge external debt can 

really ba aettled, that ia by removing taritta and accepting 

P&7Ment in goode , We know that huge external debte created 

susplolon and bitterness between nations. The Government le 

anxlouo to avoid the crea tion ol' otailar dltl'lculties in the 

post -war relatione between Britain aDd canada . We belie•• 

that dlttioultiee would be avoided and, a t the eame time , the 

real extmt ol' canada •a war-tlae oontribQtion would be more 

tul ly co•prehended, it' Canada ' • f inancial errang•mto with 

the onlted Klngdom, both t'or the past and the reaoonably 

foreseeable/ 
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•• 
toreaeeable future , .. re duly clariried. We belioYe that 

~e tt=e has ea.. ror thia clarificati on . 

The Govel'DOI8nt, accord1nsJ.y, 1a propostns to tb<l 

Bl•1t1ah Government that the !inauoial arrangement. between 

Canada and Britain ehould be plaoed on a new rooting. The 

otter which ie baing made ia one Wbloh we have reason to 

believe wi !l be warmly welcomed by the British Government . 

Insorar as paat tranaaoti ona are concerned, the 

proposal is to convert the major portion or the pounds 

starling which have accumulated t o Canada's credit 1n London 

into a loan to t he Ulli ted 1Ungd0111 or Seven Hundred IU.lllon 

Dollara, in Canadian money. It ia propoaad that, during 

the war , the loan will bo reduced by tho proceeds or &nJ 

u loe made to persons outside tho 11n1ted Ki ngdom or Canadian 

dollar securities now held by roaidenta of t he United 

Kinsdom, and also by tho proceeds or the redemption or 

repayment or any Canadian saouritiae held in the United 

Xingdom. Tho now loan would not boar lnteraat during tho war. 

Ae aeon u practicable attar tho war, it 1a proposed, however , 

that tho government• or the two countrieo ohould arrange an 

appropriate rate or interest to apply !rom that time forward , 

and make appropriate pr ovisions tor retiring tho loan. 

Since the beginning ot tho war, approximately 

~400,000 ,000 in Canadian money baa been made availabl e to 

Britain throuGh tho purchase by our Government or Canadian 

Government securities hel d in Britain. In other worda, our 

Gov.rnment , during tho war, baa bean paying ott a part ot 

the Dom1nion •o external debt.Obder t he arrangement now 

propoeed, the Canadian Qoyernaent wUl purohaeo outri ght 

t he remaining Dca1nion Govo1'111D8nt and Canadian lfational 

Railway/ 
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Railway aeouriti ea owned by reaid~ta ot Britain, eatt.ated 

in a110unt at aoae t 29&,ooo,ooo. ~ •• ...,. that the 

C&J)&41&n ()o .. rmaent Will, before it beOOMa due , pay ott 

ita own reaainlng debt in Britain. The Britlah Oovermamt 

will p~y the pro3ont ownera ot theae aecuritiea in pounds 

atarl1ng. The Canadian Government , 1n turn, will pay the 

Brit1ah Government tor the securities in Canadian dollars. 

FOr the tuture , in ad41t1on to the financial pro­

v1a1on tor raising and .-1nta1ning Canada• a own armed toroaa, 

the Government will , ae a part ot Canada ' • 41reot contribQt1oo 

to tbe dataat ot the .lld.a , aalt Parliaamt to ~e provision 

tor aeet1ng Br1 ta1n '• ahortage of Cana41an dollara bJ 

aupplJing , tree ot charge and without obl1sat1on, to Britain, 

mun1t1ona of war, raw materials , and toodatutta up to an 

amount of one billion dollars . such provision would mean 

that thereafter Canada ' s direct war ettort would include in 

addition to her armed toroes , an outright contribution of war 

aupplies on a vast scale. 

The proposala I bawe outlined will, it 1a antioipated, 

auttice to meet the requirements of the IJni ted V.:OgdOlll tor 

Canadian war auppliea until earl y 1n 1Q43. 

In announcing thle otter, I rloh to draw particular 

attention to the tact that the financial burden of war now 

baing borne by the canadian people will not be increased by 

the propoaed tinanoial arrangementa with the IJnited Kingdom. 

Canada bao already undertaken to supply the Canadian money 

required by Britain to pay tor cana41an war supplies. Whether 

th1o 110ney 1a provided 1n the form of a 1 oan to Br1 tain , or 

ot a direct oontribQtion to the defeat ot Bitler, will not 

change the number of dollars which the Canadian people are 

already oo~tted to raise tor the prooeoution ot the war. 

The/ 
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Th4 advantages ot the propoaed financial plan 

are that it will avoid the growth to huge and unmanegeable 

proportions ot a war debt which migbt breed serious mis­

understandings and bitterness in the tuture; that it will 

definitely relieve Britain of any t104ncial anxiety which 

migbt arise in connection with ita Canadian sources or 

oupply; and , finally , tbat it will bring our working 

arrangements into accord with the realities or the war 

s1tuatlon, 

The adoption ot tbo new plan will moan that Canada 

at this time or intensified crisis, 1a giving unmistakeable 

evidence ot the determination or our people to put rorth 

thoir utmost errort in the preservation or our own 11bort1oa 

and in the oommon cause or rreodom, 
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Ill h1a ap .. ch at the 11ana1011 sou .. 4unJl8 ~ 
rta1t to Britain, and again 1n th1a Cbaaber on Decaber Slat, 

tbe Prae 111A1ater ot oreat Britain •d• particular reterence 

to the tinancia.l aaaiatance wbioh Canada had extended to 

Britain in the preeent war, 

'l'be extent to which Canada baa been tumiab1ng 

oupplies to Britain ia, I am aura, not tully realised by our 

own people , Canada baa aupplied weapons and mmitiona to 

Britain tor the use ot Britain•• ar.ed toroes, and tor other 

Allied t orou tor wbioh B1'1ta1n hae undertaken t o proTide 

equipment, Canada bae aleo supplied to Britai.n raw .. terials 

required in British war pr oduction, and toodstutta required 

to teed the ar.ed torcea and t he people ot Britain, In 

othar worda, Canede ia, at one and the aame time , a tull 

partner in t he war i n her own ri8ht, and one ot the 

principal al'IIClala, granariu and sh1pyerda t or Brit ain , other 

part• ot the Commonwealth and other ot the Allied nations , 

The t otal Yoluae ot Canadian abipmenta to Britain a1noe the 

ooe..enca .. t ot the war COllll'area t a yourably wi th the voluae 

wbiob, thua t ar, baa mo'fed !l'Olll thl 11n1 ted States. 

canadian tinanoial auiltance to Britain baa been 

nece11al'J in connection with the prov111on ot theae Yaa t 

quant1t1el ot war euppliea . The t1nanc1al aaai1tance Which 

Canada ba• extended to Britain ia, ot oourae, not what ia 

ordinarily understood bJ the use ot that tem. Canada dou 

not ah1p money aoroae the Atlantic; t he aoney it111t ne'fer, 

1n taot l ea'fel Cana.da . Canadian tinancial auiatanoe hal 

b .. n extended t o Br1ta1n 1n t h e tollowing manner. The Br1t1ah 

Oovel'DIIIen V 
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oovert~~~~~nt ~ purobaaed war auppliu .t'raa Canadian 
producer• . Bri tain, ho....,nr , haa not had enoush Canadian ao.UI>rl 
with which to make pa,...nt !'or tha greater part or thea• 

auppliea . Pa,...,nt ~ accordingly been made in pounda sterling. 
This Englieh money haa remained on deposi t in London, because 

it cannot, or course, be uud in Canada. Jloat or tha Canadian 
lO!oney required t o pay the producers or guns and copper and 

bacon and other c011121odi ties has been supplied by the Canadian 
Goverumont . 'l'hia Canadian money baa had to be raised .t'raa 

tho Canadian people 1n taxes , war savings or war loans. 

Canada' s financial aid to Britain haa , in other worda , 

a=ountad to this: the J11n1ater o.t' Finance haa raised money 
in taxes and loans !'rom t he Canadian people to pay Canadian 

producers !'or ships and tanka and guna and planes and othar 

munitions shipped overaeaa !'or t he Britiah Ar=7, Navy and 
Air Force also, to pay Canadian producers !'or al•mlm•m, 

copper, steel, t1llll:>er and othar:aaw material.a needed !'or 

British war industry! and, a a well, to par Canadian .t'armera 

and fishermen for the food Canada has sent overseas to teed 

tha British people • 

'1'ha British Goverumont ~ been able to acquire acme 

Canadian =oner u a result or ordinary business tranaactiona , 
such u the sale o.t' Bri tish e xports t o Canada, and receipts 

!'rom interest and dividenda on Canadian aecuritiaa. 'l'hia money 
has boon uud to pay !'or a part o.t' the British purchaaea, but 
Briti~h exports to Canada are necessarily on a d1m1n1sh1ng 
aca1e . 

In the earl,- month& o.t' the war , the Britieh Govern­
ment had a considerable accumulation o.t' gold and waa able to 
use &01:10 gold t o pay !'or war auppliaa received tr0111 Canada. 

The/ 
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!lie Br1Uah OO•-t U4l'lln4 e- ad4Ul.al. ~-att!f, 

-eJ '111 u U"ND&_, " ban ~ •• 11117 baa ~ lll'ltalJI 

eerwta Olllladlu oovw-•• aa4 oon-•=aaanateed 
.,eurUlae held 1a lll'ltalJI. For &he •-' pan, howenr, so-J­

_, tor CUadle euppllee baa, of neeeeelt7, been •de 1n 

pounde etarilnao 

Por the put 7MI', Brlteb hae ursantl7 J'eqU1n4 

tr«~ Oal>ade -.t quaDtlU.ee of ~tlone ud euppUee. ftleee 

canada bae created the oapac1t7 to pro$aca. !be l)lnedla 

prodlloere ban baea paid 1D CUladlan ..,,,.7 '111 the C&Dadlu 

Oonii'I2Milt , c-nede, 1A tun, llae beea oredlted on the boolce 

ot Brltalll with l!b~ -eJ, which, howe•er, e&mlot be epea' 

ln ()eneda, In thle wa7, Oenadale eurplue etore ot l!bsliah 

•on•J llee been aeiNmlDs lerser ud lerser proport1ona. Whet, 

1n ettact, all thla raall7 •eu•, 1e that Br1 taln baa a 

eteadll7 8J'Owlng wer debt to Canada, 

we all r•a.l»er the lntematlonal probl- aDd 

4ltt1eultlee cauaed, attar the laet wer, bJ the u :htcce ot 

lmse wer 4ebte owed bJ ODe so.,,_, to another. we reoall 

how relueW8t natlcme were to eccept so-,...ta fl'«< other 

nat1011e 1D the oD17 wa7 1D whleh a lmsa uternal debt cu 

I'Mll7 be eetUed, tbat 1e bJ .....,nns wl'ltta and acceptiAS 

paJ8eat 1D soode. we !mow that mse uternal debh created 

euaplolon aDd blttemeu between natlone. !he Oonmment la 

anzloue to aYOl4 the oreatlon ot al.tlar dlttloDltlee ln the 

poet-war nlaUone between Brlta1n aad canada. 'le bellne 

that 41tt1oD1Uee would be aY014e4 aDd, at the ,..e U•e, the 

real uteat ot Canada'• weP.tt.e aontl'lblltlon weuld be •r• 

tlal.lJ ~""•4e4, 1t c-nedete tliiAilelal .,.,.IF ••• nth 

the 'UIIlUed 'l!nso'•o both tor the s-et and the .,._bl7 

toreeeeeble/ 
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t-eNable tiiMN, - ~ elaift... .. 1leUeft t11Q 

tM ~ bu ·- t .. 1lb1ll •lai'U1oa'U.. 

Oauda u4 BrU&ln moul4 be plaoo4 c a - too1:1Jaa. w 
otter whlah h beJ.De: u4e 1e one whiah wo ban NUC»" . ..., 

bellon wUl be ~ wlo-4 'b7 the BrUt.b <loft-'• 

Il2aotar u part traMae,icaa aM o-:n»4, u.. 
propoeal 1• h •-"' u.. -.jCII' ponic or the pcmw!• 

atnUna whiah ban u~tocl h O&Dada'• OMCU.t 1Ja xm•c 

l.Jlh a 1- to ~ 'Oild.tocl Xh\&"ca or Snon B:mdNcl Wtlltc 

Dollare, in O•n•d'en -.,. It 11 propoaed. that, cblr1Jac 

the war, the loan wUl be roduoed. 'b7 the proooode ot o:rq 

aalu u4e to pora0111 wtd4o the lllo.1te4 llngdca ot Oen•dhiD 

dollar eoour1t1ee now held 'b7 roddonh ot the tlll1to4 

XiDgdca, Ul4 aleo 'b7 the proooode ot ~ roclo111Pt1an or 

l'O~t;lt or o:rq Cenedhn aoourit1u held in the tlll1te4 

lin&dca. !be DeW loan would not bear 1Jaterut 4ur1Dg the war. 

Ao •- u prutioule attn the war, 1t 11 propo••4, bowftr, 

q,propri&M :rate or 1Atoroa' t o ~q~pq trca that ts- ~Ol'WVd, 

Ul4 ..U approprS.ato pl"'Y1a1ou tor rot1rJ.De: the loan. 

SiDoe the beli""'"S or the war, IPPron.atol;f 

t40o,ooo,ooo 1Ja Qanedt an .-7 bu been u4e uailUle h 
' 

Bl'1NJ:a ~the J111ftbaH 'b7 CIIIU' OoY•.-a' or o••df• 
Oo'Nli'6uat aoour1Uoe llolld 1Ja Br1ta1Ja. In other 'Ril'<la, CIIIU' 

Ooftz I '• 4IF:r1JFc the Wl'o bu beoil pqlns ott a paft or 
the J>cw1!ntcta oztorm.l u--.'laollor the...........,. now 

propoood, tba C•nadSan Oon~t wUl purobuo outright 

Rail...,./ 
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~~a.U•7 a-a.s .. __. ~ ..a._,, or ..sta~a, .. .s-a ... 
1A _, •• - .. a,ooo,ooo. ftla - .. , u.e 
QDadia Qow.eUUI-B'' will, MfOH 1t 11111 II 0..0 Jlll7 ort 

lterl!Aa. !he ()aned1an ao .. _,, 1D ~. w1ll pa7 the 

B~ltllh GoTera.en• tor tbe alouri,1ea 1D Qon•dfa doJl•re. 

'Por the tu~, 1D a441t1on to tbe t1Dmdal. PN­

Yhioo tor J'IJ.dn& IID4 ainteSQsna Oon•A••• OWD a-.4 ton11, 

thl Gonrzaen' will, U e pan or 0'-eAetl 411'Mt -b'lllatiOD 

to the detMt of ~ Azla, ealr Peru ... , to ake prcw1e1011 

ter a11t1D1 BrUa1Dte ahorbae or 011De41u dol.lan bJ 

lllPPlJllla, frM of O!IU'sl 0114 w1 tbout o1111pt101l, to '8ft kb, 

-1tlone or war, raw -hrlaJ.•, and too«•tutfe up to a 

.-nt of Olll 1111Uon dollan, SUoh prortdon would IIMII 

that thenatter Caneda•e 41reot war ettort would 1.nolu4e 1n 

e441t10D to ber U'alld foro11, liD 011tP1Sht oontP1'111lt10D ot war 

nppllll Cllll a ftet eoal.e. 

!he propooal.e I beTI 011tl1Ded nll, 1t 1e atidpated, 

ntthe 'o -•t ~· ~h ot tbe tnl1 ted IU.n_.. for 

C•nedtiiD war ~lee UDt11 "'17 1n 19,3. 

Dl ~ ... thle otter, I .Seh to draw parttoular 

att•t10D to ~ faot that the t1nandal. 'llllr4e ot •r now 

11•1Da bone bJ ~ eane4111D people wUl not be 1nor ... l4 b7 

the propoaed t!AIUlo1el •rr~~D~-h w1 th the '0111te4 ltinedoa. 

CUII4a hae alrM47 wodertalr• to INPP17 the C1110d1an acm~ 

rlqUred bJ BrUain to pa7 f•r QeDadlan war 1Nppl1•• Whither 

thle -~ 1e pNYided 1n ~ toN of a loan to Britain, or 

or e 41:NOt eontrUIIIltiCIII to ~ detMt ot JU.tlel', w1ll 110t 

•hilDa• the DU:Ilber of dollan whiob the C•necU•n people &J'I 

al.red.7 oo..S. ttld to J'IJ.u tor tbe pneeoutiOD ot the war. 
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'the adnntagea or the propoae4 r1Daao1al. plaa 

are that it •Ul uoid the 8J'(IW'th to l:mp aD4 -n•pabJA 

proportiona or a -.r debt Wbioh mi~t breed aeriou. ~­

underatandtnga and bitternaaa 1n the 1'Utur.J that it ~ 

derin1 tel7 reline Britain or an;r r1nano1a1 &Dl<iet.,. Wbioh 

might arhe 1n ooaneot1on nth ita Canadian aOUJ'oea or 
auppl'Jl e.n<i, r1nall'J, Uat 1t n ll bring our •orldng 

arrangements 1nto accord nth the real1t1ea or the -.r 

situation, 

The adoption or the n.• plan n ll mean that Canada 

at thia tU. o1' 1ntena11'1ed orida, 1a g1T1ng UDidatakeaba 

evidence or the det enll1nat1on o1' OUJ' peopa to put rorth 

their utaoat errort 1n the preaa~tion r:4 our o- llbert1 .. 

and 1n the C<Bnon cauae or rreedca. 

• 
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li1U '!I Sl! :12 !llASSY , 

'r/A.Slill/Gil'Oll, D.C. 

\l .r . 101>5/10/42 27t h J rulU8.%'f , 1942 

~ith t he co~11mentl of 

Mr. \1, lUtchio 

1. Notice, dat~ 5t h January, 1942 r eceiTed fro~ 
'l'r ndicg vi t h the :ilnl:l1 Branch vi t b rep!.Z'd to 
Hone; xonc;. 

2. Uotieo, deted 9t h January, 1942 r eceived fr~ 
Tr e.cli cg with t he !lneey Branch with regcrd to 
Japan. 

!!r . .Frank Dietr ich, 
v.s. 'l'reuury Depe.rt:oent, 
StabiHz&tion Office , Rooo 279 , 
liaohington, D. o . 
liR: OSll 

CC I )lr, J, lf, Pohle 
Dr. F . L1veee1 
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'l'lW>Il.G oU:O l:Ui ,._;:,.,'{ A~ CF 19b 

iiollG lWIIG 

Tne Tr~~iDb •~tn the ~~ Brencn draw t he a t tent ion o! bnnko 
.nd oM<Ce ro to the f eet tbc.t Hong Kong 1a eneey territory within tho 
c:ennln;: of ~nd f or t l>e purvoaea of the Tr c.di nt. 'i t n t he Zne::>y Act , 1939· 

Aut nor l t y 1• her eoy give~ ~n behalf of the Tr eesurv to b~• 
~c. o:u:ucera tor t ue CU !")"i nt; ou t of tee follov!.r."" trNJ.sactio~u. ac f u 
.. : t .c ,.roviei on& of t.n.e Tro.c.llt~ with the tne=y Act CL'.¥ oe involve~, Yi:: 

{l) t o Gonour t heir obl!~&t!o~G under coA!i~ed creGite ,~ened 
¥r1or to the 24t h Dece~o~=. 1~4! on cccount of any indivi ­
ducl. or boc!.:f C')::"Or~te reGlc:.e'O.t or co.rey1ng o~ bu.einesa in 
iiO--<.. ::on.:;. 

\2) to ~cce;t and to pay sterling cheque., bill& 0~ ererta 
c:.raw by or '!~r ;XJ:¥ 1nd.1v1C.u.cl or 'bt'oy cor:- .,:-~te =-~sicie.nt 
or carr:~tne. on 7t'.!' ine-•• in liODit l{on.,. \r.:terc tl".at c~e~ue, 
b1ll or drdt i s pr esent!'d OJ· ~r on 'bf ho.l.f of en.;~ ;f'r GOl1 
reeic._ent in t ile sterlillb area ~·Uo b"ca;r.e a holder for 
vrlue tLer eof 4oef'ore t ,le 24t .n DeceJI'ber . 1941 Nld i s in 
poaeeaaion of 1t ; end 

( 3) to cer ry out or 6.er a f or p{\vmvnt e~: ivcn oy ~v indiviti.u.tl or 
body cor f orate r esident or crrrJi~ on buainest in Kong 
A.O!lt: '-'tlere tilos e ord.e:-s wer~ t,;iven otfore t he 24th DeeMbe:- , 
1941 r~d re~1re a oterlint 'r3=e, t in tr.e unite~ Kin~do~. 

:tet.a.rc.a to the Cc.stcdian of :.."1~· ?ro,ert;; in =~~ect o~ :;ooe;r 
..-:;: r'bl£ to o:- tor th~ be::u~.fit of i tu.ivid.ucll r etic.e::.t !.» or ·o!Hiiea c,err;-
1au on out1neas in ~OQ6 zc~. cr b~ift controlled t roa ~on& =o~, or in 
:-eaj ect o! ,ro:p~r ty ~elQ. or ~K oc their behalf are not e.t ; r ·ese::lt 
r • crJtre,. ;"'.!rther l.nstructiooa Yill oe i '!lt.•-e d . 

lll enquir iGs s~ould be a4<i!"•taed. : o t u.e : r rd!..nt- t:i t t. t oe ~~~· 
..;rA:~.er (?: t :.cur y e.n<i iloe..rO. o~ ~rede) , 211 j:ln.e,awt.;.· , Lon( on. ·~; . c. 2 . 

( Sib'lled) r . 1:. ::ccombe 
TR..II •. (; . I~!; lir.l. ~1l:'t B?.A:;c;; 
(~reo.tu'!" .. c.nd Eoa: li of Tr a.Ae) 
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DADiliG lll!ll !D JIIJKI liiWiall 
( !roU1U7 &Ad llo&M ot !r~e) 

24 Iille111101. v.o. 2. 

!he a~tenUon ot b&U:•o an4 'banlcH"o 1a 4rPtl1 ~o 
t he taot t bat un4er tho !l!r a41Dc with tho .Ill~ (Cuato41an) 
Or4or, 1939 , returno to the CV.oto41an ot JIIIIQ' Prapony 
aro r oqui.ra4 to be ren4H"o4 1A reopoct ot the aaooh ot 
pereoAa u4 co:ucerna in Japan pToper, Iorea. J'oraoaa, 
Iaratut o, SnAiwlc Leaaa4 !u•rUor7 ao4 the IOlao4o 1A 
tho Pao1tlo u4ar JapeAooo ll.ao4ah. 

:satora 41roct1ono cao 'bo Cinn to ~ho Cua~o41an 
by thit Branch ~o pay out ot tueh aatoh any aonq which 
1 t aq 'bo proper t o ro1oaait tor tho purpoto, a rewm 11110~ 
han bean aado. 

9t h Jao1W7, 1942 
!!WllJIO lllfli TilE DliiiT :BlWI'CII 
( S1p.o4) s, 11. Vol.lio 
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Treasury Departmen~ 
Dlvlalon or Monetary Research 

111•• Cbeuncer 

ur. South&rcl 

(Cable !rom Fox - I.ncollling 1 ?{ 

The Sec~tary sent. this t.o 11e 111 t.b 

lnstructicna that I st-.ould get. in t<Ncb 

111 th CUrrie - which I did - &Del am ret.umina 

this tor the S<tcret.ery' s tiles. 
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'!',P ~ ;; c~u g r a;1 tUS t b £ 
p·r-.p!lraSEd btfor c b ting 
c.:on::unic~tcd t o :~nyon c 
othc:- tha11 r. Govtr nncntc l 
agency . ( ilP.) 

~£Cr£t ~.l'" .. ' r St· tc , 

':lcshine t n . 

·.·nrPLE PniO!liTY. 

17, J:-.nu~r:,· 27 , neon . 

: .. i-. .Stl!ty ::'::0 .. FOX. 

Kc.rnchi 

D:tt td .;r.n:.:·.r;; Z1 , 19·;2 

!ltc 1 d 6:20 . . • n , 

I ;~·.vt OlC'~I bee;, otl'cndtd i;1 lnd1 ~. eleven days , 

~d.p::.rt,n:; Chun.::;l:.i.nG/ I tiM lc<l t o believe 

th:-.o :-"nber ~,.. clip;>£:- ~.-. ul d he ava11~.bl c for the 

tr~p. There is no s1sn cr ::.n~- ~c-r.ber c.nd ::s r cr a 

cli;>:>cr "" c h".s ·~rc ·.G~ been htld up here f •ur dc;s 

hEC:'.UJ C o f t:::'. •i .. l1.ty, tcl"l"j' crc·:t:J ~1· £ !\J SO d ElC.yEd . 

Th< z i tu•.t.i. n or~ tica l . C'Mll u t 3 octhinG be clcn E 

KLP 
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Treasury Depar~men~ 
Division of Wone~ary Research 

To: Secretary »orgenthau 

Prom: »r. Southard 

-

»r. Currie hae cleared the question 
or getting Kr. Fox out ot India with 
Pan-~erican and with the War Department 
here in Washington and has cabled 
Mr. Fox, givi ng h im apec1!ie instructions 
ae to how to proceed. Nonetheless, 
travelin~ day and night, the earliest 
Mr. Fox could get here is about 
February ~. 

Mr. Currie therefore !eels that we 
must go ahead on t he Chine loan, as tar 
a s possi ble, without trai t\ng ! or 
Kr. Fox'£ arrival. 

I will bring this t o Kr. 'Nhite's 
attenti on in the morning, 

-

/ 

!?26 
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JAN 27 1942 

I lllaw -·•,...... le\~ ot ~ 21, 
1942, *ad1ac t.o - a-· ... ,.... U. a J 1 'eet•. 

I • clad \o I.U.. ,...... .... ee\1. tM\ I 
•U •W .... JIU ani•• 1JI ~ Mtore 
r- 'ac 41-ee!ou wUa 71111• I _, \o ... 11111 

,.., 1JI tM -1o1a, \lila\ tM O..ral1N1Jiooa 
...,..n 1a ft17 -h in 11;T lllllll. 

(1! ..... , . ....... t .... '·· 

Dr. T • V • Soollll. 
lllDia'-' ot r-cn Attain, 
"ap+U a of Cb1M1 
(:.hip II ..... 7. 
~. D.c. 

~~i~ _ J:ILE COPY 
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M IHISTCA ,.OR ,.OAEIOH AFFAIRS 

AEPU 8 LIC 0 1" CHINA 

Je..nuary 21 , 1942 

My dear ~r. Secretarys 

Durin' your abaence f r o. Washington I r ecot•ed 

t he enclo&ed message tor you from the Cenerallasil:lo. 

Since U"r . Fox 11 duo to arrive to \';ashington 

ehor tly , it occurs t o me th8t you may like to have ~n opportunity 

of seeing him and hearing from him of the situation In Chino 

before you renew di seussione with mo. However I ao •t your 

diapoeal at any t~e. should you wlah t o eee me earlier. 

The Honorable 
Tho Secret&ry of tho Tr oeaury 

Washington, D. c. 

T. V. Soong 

' 
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CONFIDENTIAl 

The Generaliss~o de•ply appreciate• Secretary Worgenthau'e 

efforto which have materialited in a propooal thet the u. s. Government 

would undertake to pay for the maintenance ot part ot tho Chinese a ra)' 

in U.S. Dollar notes. After c~etul oonaideration, however , he doubta 

whether th11 scheme is preeticable. Payaont or Cbineae soldiers in u. S. 

currency would tend to creat~ a olea••'• b4tw.en tbe ~ and the &• noral 

eoonoaio otruoture in ChiD& which aay actually baoton the eollopoe ot tho 

Ch lneeo currency. Before Mr. Pox l e ft Chunckin& the ,Genoraliaat.o had a 
' 

! on~ dlocu ooion with him in whioh he pointed out a number of reasons w~ 

he coneidered t he scheme difficult of opplioation and which he asked 

Ur . Fox to convey to Secretary Morgenthau. 

Tho Generaliaa~o urgently requeata that careful oonsldorat1on 

be ~iven to hio original propooal that tho United States grant to China a 

political loan of 500 million U. S. dollaro . which would be the only a eano 

to pronot an impending eoonao lo oollapoo. Thlo loan ahculd be regarded 

in tho 111ht or an adnnee to an a lly flgbti.ng "'t• ln•t a ea.acn enetl,)'. 

thu e requirin& no security or other pre·arra_n,ed teras aa to ita uee and 

•• r e,arde ceana of repayment. 

/ 
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909 ill ·d 'otel , 
n::h1:1~ t n , i_ . c •

1 
J nue.r-; ~7, 19 .... . 

C ,[ I H t 

':l" . Eden !1E.S 10\\ t \llc..;r . :;i\ed th:. t :1e r..!ld 
be Chc..;cellor of t .e 'xc'le•.U r , vc ~on~1~ ~ed ,, · t,, 
~ver:· s:rn.)t..t:lY Ce~.ertl Ch1r.n.; -~~1 -!:he ~' - r~cer.t 
r ~le c :'vr fin.:.:1c1""'1 a. ~ist· :cc . -:he., 'lro1ose to 
1 .:~.:>!"0 'li:l t:"k. t :~!£ · ~ ~e- t:-' ... Cover.:.::e~t- h.c Ve deei~~u 
to ··:e ;:v~Uable to Ch!..u. t.:n· er 1. l<nc.-l~c.Ee 
:-r:.l_e .• er.t ·.1: .un't!.ons ·r.<! '!it r. e._ ~y: ... t t. ·t 
~t 

4 s . os. ille i"or t:-.e .... to s .. ".1. . In )t=t.:c·-1 : ttis 
0:')0"" 1 · oU:.d • \;)1·• -o ~- rC"~ 1~cl.t {_-e CP1!1""' s·• 11Pc.; 

t) C.rt~.!C$~ fo:-c;~ · .:C)\1 ... O);;" tt~; !.~ i:u ~ . -- ... · 4 

Eefor e co~ un.c:tln~ t l~ _ro.os~ ~o G nc~ 1 
C"tl~ n; "Zc.i-~!le:r d .s 1aj• .. t:·' s C,v rn~~-lt \.ish t,) m lee 
::~.1.re tlt. t it \dll fit i.1 .ith t~ JrOlJOs 1 • ... lic"t t .e 
U.1l. ted r t" tcs Govern.1cnt h V< in ~.1..: . 

!.s re~r.ru~ ~ rurto.cr fin· nci!<l lotn, is 
.c J t:.r s. Govern.nent t.r(l r'- u: t~ ::o for t·::.rcl r.ri t'1 t:1e 

'C.lC":C for : lotn r.>f t lJ n:lliO:lS , ·- , 50 :lil ... io,ts 
t. ?r':ed ou~ b~- t ir Otto · e 1e:·er r .. ~d . I . rtl~u~· -;_ :)l "1_: 
~!" t:t ~ United ~ t at.t:& Gov"'r~e:1t ar rv~d:r to t t.ke 
per~llel ~ction . But ~tey do nJt feel ,ble to offer 
a very l o.rce r. ps:·chologict 1•· sterlin:; lot.n. fuch e 
star lin.:; loan v ould njt be o! c t·~~! .,~,el:;» 1.:1 ~re_- .at 
circUI;sU.~cPS . .rtc.: t c v. .. · t ;:> c r ~--~ 

,.:,.-- ·v il ... . :.e to c· :!1-- ! :- t c . -..:.rc'·•- .;;it:. ~ _,f 
~Otlc.. .. or .: ~olO. .~.ci doll r... c! ' s·~o.__o l e 
.. l::.btr '" :i.:· • i!~:- t::: fl.ttu-re l'!" ... ~rt:.!. ·~!e~ :... . ._ ...-c~r :1a 
+ .e e. _..:.li'brit..:: :,f o •r 'OZt-. tr b ! nee of _.::,.,.... ~ts . 
o;·,y DriitcC: ~ t::tc:- Cov .... . ·:~o~r.t :..t l:l '"lOS i tior;. t t· ~e 

n i.tdc";l"ndent C.cciston, s <J lc' th€'; • '1~·· .c-t ·nl. 
·o. t<':e' .'l'!'t ill t .. nie· e:;er-··,."n..,. c:'1e-·~, ~. i. lso 
to ott ... r fur t:1e:r <J.oll: r lot'ns . I • c . '"~ c~t:: ' ~ 
G vc1·n ;ent t.r<> .erel. st tin their O\'!l _;osition. 

~t:! u ;r . ~ 
~ t .e 

; ~.~ <; t o:t1 

';' c 
. • r. . 

··o ~c ~i ct 1 .. 1 

• I 
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TREASURY DEPARTMENT 

INTER OFI'ICK COI\41\4UNICATION 

DATE Jc~-..•;c.ry 27 0 1)42 

10 O~cr·e ta:-y Morgen thau 

'"o" lAr. Sou ttulrd 

subJect: Chine. Loan 

1. At a ze~ting yesterday, arranged pursuant to your instruc­
t ions and attended by Bern~rd Berne~ein , Friedman end ~e ~ta te 
DspLrt~ent officials (Messrs. Hornbeck, Fei e &nd Berle) ' 
a t s.ted t he official :;oe1ti on CJt the S~o.te Jepprtme:'lt 6.11d 
their o .. n unofficial personal ·news on thD C'nlns. loan 
propoeal as follows: 

(a) It was stated tha t the oftic l al position ot the State 
~~f5ifi~ri;s g1ven~Secretary-Hu11'a le tter t o 
Y 10, 1942) wrl.ch recollllllends f1M.nc1al 
aasi,tance wi th "the re&tent .oadble expediti on• 

n:. on. e a oo recommended 
i:tr.l,.,.a;;t:::;,th~.::e..::;B""'ri>-fris~~v;;.e:-r;;;n;::;m'"'e~n~::;<e kept eu~1 ently in-
f ormed t o give i t the opportunity to t e.ite si multaneous 
~~d comparable action. 

(b) Mr. Hornbeek took t~e lead i n presenting the State 
Department ' s unofficial posi tion: 

( 1) 

( 2) 

The Preside:'!~ and the Secretury c t the Treasury 
should decide wha t ucount between $)00 aillir.r. 
and $500 l'll.llion should be lo&ned to China, and 
nl:.ere the funds "ould como from and ..-hether or 
not l egislation i e needed or whetner Congress 
ehould be consulted. 

The Chinese should then be infor~ed tha t we 
were ~repared to extend ~1d up ~0 e300 mi l lion 
and that Dr. Soong should beg1:> negotia U ons 
with members or the Treasury and St a t e Depart­
ments regal'liing e. ~<orkable •pl an" >"hich •·ould 
include euoh mettera e.a tbn ce~a of t!1e l oan, 
oond.1t1ons, methods or oonv~rt1nb dollers into 
yuRn, etc. Moreover, it wou l d be hi nted ':c the 
Chinese th ... t 1! they could sug.,es t a "~;cod• plAA, 
the total aaoun t llli ght be raised. This ·."ould 
throw the ~urden on ~~e Chinese l~r suggesting 
proper uses of the loan and so on, 

Regraded Unclassified
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liYi8ion ot M0D8'arf 

Re8earoh 

(3) '!'be duire ot the Clh1Due OOnrDaent to aake 
a441 tl.onal reoueet8 in th'! tutu,.. would aot 
aa a oheok on -&117 unw18e expenditure or the 
pre aen t grant. 

( 4) 

(5) 

In making the 1oan we ehou1d treat the 
an1ne8e as an equai eovere1gn and honorab1e 
na.t1or •• 

The Br1 t111h ahould be kept i nformed eo that 
they could come a1ong 1t they eo deeired but 
action ehould not be del&Jed 1n order to get 
para11e1 action, 

n 18 aussuted that the toUowinf procedure will ... t 
the needa of the ~Mate altuat on, incluCllilg the 
eJQ>ectatlone of the state Dipart .. nt: 

(a) 

(b) 

Oall a .. eung Wedneaday (Mr. White will be back 
b7 then) to conaider a to b e 
offered the Oh1neee. a broad 
propoaa1 to the Oh1neee might be <>•··~··u a few 
daya unti1 Mr. Fox 18 availab1e, 

Meantime the techn1ca1 deta11e can be worked out 
in the Treaaury of aoae teaeib1e aoheme to make 
yuan aYa1lab1e to the Oh1neae by .. ana ot a do11ar 
cred1 t, and to proYide aueh aatee;uarda ae JOU 
baYe indicated may be deairable. 

Regraded Unclassified
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Treasury Oepar""'ent · 23-l 
Olvlalon of Monetary Research 

To: 

Date Januar y_ 27, 12~2 :ll!lt 

Secretary Vorgenthau 

Fro~: 
t.tr. southaro. 

At tached i e a translation ot an 
edltori&l in the La Pre~sa (Janua ry 22) 
on t r e Sta~lll•~;ion F~nd resolution 
introduced a t Rio. La Prenaa is t he 
leading ,\ rgentine newspaper and h one 
nf the grea tes t newspapers i n the worl d. 

Tne edito rial reprints practically 
the enU r e text or our :-esolution; 
?Clnt s cut tha t a eerioue o~stacle to 
H s real~z$t10n l ies i n the tact that 
!Oo>~ nations ( i ncludi ng ArF;entina) have 
used exchange c~~trol as a source of 
rnenue ; conoloo es toot 1 t he i dea 
la~n~hed st ~io de Janeiro ie, neverthe­
le se. t oo ap lendid tor the American 
R~pu'>l lcs not to seek t o smooth the 

( petns to its re~tl11ation• . 
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Ia roply r efer to 
rD 710. Oonoul t atlo:> (3)/445 

The Secretary of Sta te ureoonto hio co~liceats to 

tho Roaoreble the Secre tary or the ?roaoury and eaclcoea 

a c~·.; ~f tdegrl!ll llo. ll!o, d&tod J,.,uo.ry 22, 1542, frog 

t he ..A.merlc&n .3:1be.arw, ~enoa J.lrea, Argentina., conce:-.11D,g 

on eclit,rial in k. l'r~noa vitb reference to the -nropooed 

creation or an e:o:ch=ec ot!\bUh a tion fund. 

Enclotu.re: 

hom :Q:.bacc:;.~ , Buencc ~rea . 
llo. ll!o , JM.uary 22, 1942. 

Regraded Unclassified



The Honor able, 

Cordell Bull , 

Socretery of State, 

Valhi~~&tcn, 1) , 0. 

lllo, twnty-eecond. 

J'or Cocrdilltaa, fro• Gre.u&er• 

llv.enot J.irot 

S.c14 JanU&1'7 22 , 1942 

6tl5 p.a, 

Vodnoedq afternoon no odHorloJ.e, U Plll'!!ISJ., 'l'ln!rtdq, 

eo..,.entary: The United Sta teo, with nry ool14 arcumento , bao 

propoood the creation of en exeh&D&o ctab1lh&t1on funds ill 

~erloa. The conoidere tlon of ouch en 1ntereetinc 1nit1atiTe 

vcul4 be ent rulted to a special conference of miniotero 

of finance or of their repreoontatlTtl, Which would 

baTt to ccnoider a plan of crct~1•atlon and det ermine 

the attribute• and rooourceo for oet tin& tap tho fluid 

by tbe po .. iblo boneficiarioo. Tbo bad rooul t o ari.-

111& troa aonotaey 1notab111 tT are obTioue ill tbo 

vcrld'o ocono~ and make themoolYoo folt inteneoly 

ill Amorlcn ae well . Commerce doot not lcnov what 

to expec t in tho mat ter of prioot beeauu of tbe 

tluotuetione 

Regraded Unclassified
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tlu'•U- ta _....., .. - at U•• ....,. u-p. 

eM \IIINfaN a 1-aa --.r of t.....-ttou lleo­

l.apoei1Ue, Aml<nrJ.t aD4 , .... l'lllaCNI. Oa tile\ 

aoo""'. t» 1hlUe4 8\at•• DelecaUoa a\ \be _._ 

1IIC at :Uo M J ... 1ro, where 11rioua eooaoa1o 

proU.. aH lleille 411WII04 OD a par w Ub po11t1-

oal pi'O\~, OCIIlll41n tlla\ a IIOH lffao\1 ... 

ao\WiaUOD aD4 1l\U11a UOD of \Ill aftllabll ez,. 

ollaDp OD o\blr coaa\rlll wolll4 lie a bllp 1a t.111 

et..,.ll -caiD&\ 11111"1110D u4 wov.l4 ooatr1wte 

to \be aocoapl11b81Dt of tbt ocoaoa1o objoct1.ea 

•-cta\14 1A tile f1ret aa4 11cont oOil.lllltaUft 

-u~~~~ of the a1n1otero of foroiCD affa1ro of the 

.t.Mrlcaa Npu.'oUoe 11114 at ,..._ u4 Ba'oua roo­

pooUft~. Jor t ho •- J'lalcno, 1t tii1Dlca thlt 

all \» o-\r111 of ti111 beah:pllno, Wllh4 1A a 

-effort to ..Uta1D tbo1r poUUcal aD4 oooao­

U. bllt,...._, wUl lie a1>11 to ooopora\1 1A tile 

_... .... of aD orpaiuUo" which wUl proaoto 

e\UWt,r 1a \» rat•• of ozcho"'l, ot~to ""' 

tatlfta\t..al -•' of procllloti.e oDopltl>l, fac1-

ll\ate \be re4uot1oo of art1f1o1al u4 411cr1a1ut of)' 

'llal'l'llro appoll4 to 1aterclla"'l•, a14 1n oo,.,-ootille 

\be poer illatrl'ooltloa of col4, otreactil• aou\al7 
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Qwa-. N4 ~ u,n881oa N4 l~laUn. It h 

~wuoalle u.a u oo •rlne a - ot 4hki' •• 

w \a4o •• ...... ,.,. lutPUltr h eltalah4 '' -

ot aa ecr-• oil tbe creau ... ot u taaer•Uollal tl1all 

la. .t.a.rloa, lh woo~ ~• M•tU, tho ••1• ot 

238 

..,.., \be UzaHd 1\ahe' lalUaU'n :propoe .. -~~~~. llrl.n,, 

\o IJ'&Il\Uc- tor Va4e \o relJ oa lla'f1AIIalo., Mll87 

tor ~"' aa4 Mt w 'bo e:opo"4 to tlDc-Uoae *11111 

co•art ...... .., cvr-7 lato -tb1-c ea'bJoot, lt aot 

to .-•• at loawt to 1111Cer\alllt7. !o s-ut .. :prlooe 

\broach bowle4p at the ttae ot -.ldJIC tran ... u.,.. b 

to 11.,. tbe lattot' a oUIIGlu *lob tll .. ben llCt be4 tor 

• lo-c u- &114 .. 'bello .... tbet lt tllo :propo ... atab111.­

.. ·~1o:> olloulcl. lie aob10'1'04, illhroballlo (ot soo4o) ~4 

illOroa" ocae14ora'b1r •• eooll •• \hero ooro 1101'8&1 ....... 

ot a.....-tat1oll. .t. .,..., oerl<llla o'betaclo h ahecl. 

,...U.t \be propoeal, bo...,er, ..., ... ..., ... !17 tbo tact 

tllat - •Uoae, - U.. .t.r£C"t~ llaTo oo-4 

•lllllouce oolltl'ol - tllat h, tbo ottloa.l adalllletatlOil 

oouovl .. w1114 tlll4 1t hard \o &II'•• to sl'l'o "i' tbo• 

....,..., •• *lela. 1a our ca .. , are larl& u4 aro u"4 to 

Mat ...., thoal .. oode, :rvt'bonoro, lt would. 'be ot little 

Regraded Unclassified



... --· ... .-la• t' •• !loe 1 ... 1 ..... u. .. 

J ... lro 1 .. ~ ....... l(lla414 tor \lw &Port•• 

npa)Uoe DOt to eMil: to -u. U.. paUl \o lh ... u.u .. 

Ia .. 1 ·4J•to hhH. Jlfterh oMolld. tu .. lie -.te te 

e\&llllh• ratoe of • ' np u4 eU..S..\e \M thpleet 

'bi:Jr..,. oa tu offlol.al parolla• •' ~ ot l•t-Uo-.1 

\lllo ot e•llenp 11- t1w fl11C-Uou u4 lenoo c­

IPll'• apilllt \be ooo.-, of & oo•U.»Dt *loh tot.;r fiat. 

ihelt ollli&et to trate lllllon e&luin17 wl\Ma ih ow 

llllih. 
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Ia"~ "'"" 'n MO.IIl :rr- CredUo/&lliO 

U.. ~lo U.. S.uootaq of U.. !HaeQI7 &114 \raauik 

a OOJII' of u air .ail tleapat.h DO. 31110 4e\e4 J_,., 111, 

troa U.. .t..erUUI lla'baa17, lluooa .u .... , ooolo.S.~~e a MJt' 

of DM:rH lo. 110,791 IID4 \~ \raoalaUoo \bor .. t, ,..,.. 

1'141,.. tor \he ODtore-D\ ot lleoroo llo. 110, 790 ot 

J-r 8, rola\1Ye to tho ooo\rol ot \~ tl'llllotor ot tUDtle ...... 

·-~· 

.. 

1. lleepa&oh DO• 3880 
.. ~Je.oraq • • 
nth ouJ.oe ....... 
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• 

!he loorot...-, of State, 

81rl 

lUll retore1111 to t.hl .ls!>uq'o 41opr.h.b u . 38611 of I~ lJ, 

l!H.a, repr41Dc •x•euUve Do.,... llo. 110,790 4ato4 JanTaq 8, 1M3, 

tun~ abroad, t.D4 reforri.Dc aloo to tho llabooq1o tol•CS'M no. 82 of 

Jllll"Uoar/ 13, 7 p.a., I have tho honor t o onolooo four alaoocra~D•4 

oopilo of uothor 41oroo, llo. 110,7111, of tho lUI 4ato (aa41 pu.'blio 

on Jan\IU7 13) proT141Dc for tho ontorooa~~~t of tho 4ooree etore­

aonU..,.4. !boo• ooploo wore tlanloho4 "tv t bo 1Unhh7 of tho 

llltorlor. A tftlll8laUon ot Dooroo Jo. 110,7111 11 &leo lllclooo4. 

I\ wUl bl noted that tho 41oroo pr0'0141o \bat ozq puooa fOIID4 

o'boti'Witi.Dc tho euretoo of tho foreiell-1'w141 oo11\rol "tv tl:.c Coatral 

loa: ob&ll bl .... - to a 41otcDaU4 polllt wUblD tho oOUIItry , unlaoo 

bo ob0\ll4 oiiDOOI \0 llaft tho OOWih'f 0 and \bat it llftl tho llla1etJ')' 

of tho Interior broad poorora for ontoroliiC tho .... uro, 

a.opoottlllq ;rouro, 

l llol OOUrlll 
1. rour aiaoocraJb-4 ooJ:h• 

of Dooroo Jo. 110,7111 
a. fraulaUOD. 

Cow \o tbo UaUo4 Statoo DolocaUoo 
QA. at I t o 41 Jandro. 

~1. 
JI01 dl>'b 

Regraded Unclassified
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...... AUta , ~~ a, llNI 

lD .. 1 .. of \he daerea l.eiNH 1A ueordaMe wlth a ,. .. ral 
•1Ahter1a1 reao1uUoll, lo. UO, 790, 4ate4 JU&VorT 8, 1!Ka, 'bF wbi-'1 
thoro l o utablhhe4 a eoatrol ..... the trautero of 1\mdo abroad 
all4 lnteru.l -"" ot 1\mdo whlah lilt" haTO a 41Net or 1A41Ne t 
relotioD to euoh traaaten ~ tl:noa or 111hrprb .. .....,.... or eGA­
trolled 'bF poroono wbo 'baTe tho uUoll&lltT of a eouat1'7 at war, or 
are doaicUd ill it, there beiac euepttd troa that prodeioa the 
.t.atrlaao a.pullli••l 

It bei"' neeee...., to ueure \he etr1et tulfillMnt of \hoee 
proYleionel 

~ uee of t.he oo:>atituUcmal poeere b01ooc1Dc to hS. and 1A 
aceor4anee wit.h \ho proYI.eiono of dacree llo. 108,!108, 4ate4 Ilee .. ber 
16, 1!>41, -

Till VlCll J'I!ISIJII!I! OY '1'1!1 J.IIBJ:l'!I!II IW!ICII Ill :s:n.HCIS! m' Tlll 
IDC:UflU PCmm, IIi AOCOII!W!Cll WI'I'B .1. OJDlEBA.L lll!IIS5RUL 

JIISCUJ'UOII 
DliCi..llla 

.LR!I!ICI.II l - .l.flT person who 1A tho Ju4pont of tho lx .. ut1Te Power dl.e• 
plo;yo uUvltieo that •J.cht obotruet 1A 41ri et or 1Ddh•eot 

fora t.ho oporatio11 of the ~aaureo of oontro1 eotab11ehe4 1D daoreo lo. 
110,790 4atod .ran...., 8 , lM.:l, ohall be remoTt4 to t.ho parte of t.ho 
net1o11al territor,~ wblah lilt" be deOM4 800t approprl.ete !or ,.ourlac t.he 
ca.ploto "''atioa of the oald &~t1Y1tlee, UDltot he thoooea to loa ... 
\ho ,.,...,., • 

.A.niClil a - AU ,. .. e•Ofl'7 -uno ehall be tU!oa> 'bF the lliDietry of the 
laterlor for the tul!Ut.lat of tbe prortoi .... of tbe pruent 

.t.li!ICLI iJ - Let t.hl.e be ••-s.,te4, publlebe4, e11terod 1D the llatioll&l 
Jaciotry and !11&4. 

DICID !0. uc. 7!11 

'l'raJYOa4Db 

Cow:bJ:l-29-~ 

O.t.S'I'ILLO 
lllcUal J . CulaeiaU 
Carlo• .t. • .t.e ... do 
11. :rs.. .. u 
.brlqu Bub G1&1Daeu 
lal't'D4or Orla 
JU&D 11. !l'oaa .. s 
G1alllei'IIO Bothe 
D. .l.loa4eo 7 Tldala 
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~ leue'-r7 ot ltate pneate Iilli 1-.lbata 

to tu loaor-'ll till IMnW7 It tM tn.-,. .-

-loMI IO.Pill If tal ........ 1119, taW J-r Jll. 

1glla, hea tM .6Ms'to. ........ ''-'-• CIIIU•• 

-....tac Hal\tMMI te h-. Mecr- Mo 1J hea tiM 

..,_._, .,.. \naeaitW te fHa8v7 ...._ &ate of J-r '­

lglla. 

.. liRNI 

h• .... '7· a.au.-• 
... 1119. ~~ ... l,U. 
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!!lit \11ecru .,.., " 
paraphrat... before belBc 
oo.-.aloa\14 \o ..,oAt 
o\btr \hall a Oower•edal 
ac-oo7. (D) 

Seort\arT of 1\1\1, 

VaeiiJ.Ac\oa. 

1119, Jquq ~. 10 •••• 
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... ,latlt 

lla\ ... l•urt M, 19113 

...,,, ata} P·•· 

tov hltP'aa Io. 27, luV&rT S, 11 P••• 

Oaretul 1nntt1ption ohowt 1 t it b1Pl7 iapro)eble \bat 

Ial\lcQ& bat u4e a117 raUtaoott \o lraau tinoe I'CIU 19110, 

Daapa\oh follova. 

D 

Regraded Unclassified
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IWGIUllOM fOil !U fiLII 

•> t ~ .... ;) 

I o..lle4 haa\or Y&~~claaberc oa U.. ulepho• u.to 
aoralac aacl \114 111• \!Ia\ I bacl ben. &c!Y1oe4 ~~ laft'T 1111uaa 
or \u 1\e\e llilpar\ .. Dt that be , S.""t o r Ta&cleDbe._, Wlllcl 
l ift \o II&.,. - lDtoraa\loa a~o"\ U.. ollftr ., ....... , vUb 
llollloO . 

Se•\or Y&llcleabe._ ..U 711, u vo'llcl Uka \1 - a 
COPT o t u.. acree ... , .... wt\b llnioo tor \be ~ .. of 
ollftr, eacl aleo \be a,:reeaea\ • cl.e ooftri&« \be e\e~lllsa\loa 
ot \be cunoaq. 

I lllPlalDed \o IWo \!Ia\ \be ollftr acre•••' -• la 
the ton ot a letter vhiall \be ll'ecleral leoerH laak ot r.w 
York, ao ov thoal aceat, bacl ... , la\e la Jneaber \1 \be 
ll&a oo de llonoo, uder vhlall u acned \o pvobaoe for ...... , 
ot the !raaov.J7 "P \o ob alllloa ouoeo of ollnr troa Muioo 
dllrlac \be aoa\b of De-kr, a\ a priM \o ~. cle\eralae4 aaoh 
cia¥ vhhh wo..td ~~ vlracl \o \be llaaoo cia llonoo '117 \!Ia federal 
•••"e - ot Jev York . I read \1 haa\or YaaclaabeJll: \be 
peracrapb oa- \bne of \be 11\\er rapl'll1D« \!Ia raaawal ot 
U.. .,....,.._.,, oa a aoa\b-\o-a\h keh. I \ol d 111• \!Ia\ 
\be .,....,.._., bacl _, re-el tor \be aoa\h ot Juaq aa4 

\!Ia\ \be p.riM vll1cl> va bacl e\lpllla\ecl aacl> cia¥ lo&cl -
\llir\7-tl"" oaa\e ..,. n aoa n\ \u\ \!Ia •rkl\ priM,.., ellf!h\17 
&H ft nr t1D4 price &lid lluioo bacl \baretora ool4 1\a llher 
1a \he •rkl\ m\Ur \baa \1 u . lo tar va baft •t poaroba11cl 
• • OlliiOI ot aU,..r ll&der \1:111 ar...,..a\. 

lie \boa aoltecl • &Mil\ \he S\o~lllaaUoa armaca..,.t . 
I \ole! bia \loa\ \U\ vao "" a~a-a\ vheral>t va vru4 pucball 
'QP M $4o,000,000 lD Melli- piiOI • lla aolte4 .. vba\ \II& \oral 
vera aacl vbathar or .. , 1\ -• ... ~Jeo\ \1 aaaoellaUoa. I \ ole! 
bla \he\ va reoahecl 1-1/"lf. la\<tno\ per &IUNII oa \II& clallt 
'Ot.laao11 of paaoe np\ lll ov aocou\ &lid \11&\ \be Saoraurt' • 
o~ll«a\loa to pvcbaoe peooo =4er \bh acre•••' Wlll4 \onlaa\1 
"" J..a JO, 194J. eD~Jeo\ \o aerller \era1aa\1oD a\ aat \Lo. 
\1:11 r\7 cia¥• at\er reoelp\ 1>7 \he ll&aoo de Mellloo of a vr1 Uea 
o.._loa\loa or \elecru ,,_ \be S..re\ert ot the 'l'rean.rt or 
\be f ederal ••"• 11u1t ot 1.., York \o \be\ etteo\ . 

• 
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.1.\ ftn\ 1M Mit M 11ftlt UD \e - ..,, .. et -. .. a.-••· l aiDtU.ll 1M -w \e..- \Ma 
,Ult1 1M 1M eal4 1M tlt •• ..... 1M MIIM lt Uo1ir W 
Mia_.. ,Ullo. l ealt •· •'• M • •• *• _.. ,Ulle 
b \M ValW lta\11 er la llulM 1M \M\ w w.U '"ter 
Ula\ \M7 •• 'lie .... ,UU1 a\ WI \lM, ,.nlftlul7 \1M 
1\e\llhaU• .. ;;:;;-.::~. ~a U 11aw.t IP"""talo•• 41tte .. \ 
trw \MM 1a \M ecru h wU~ .t.rceatt.M 1M c.t.M u& 
ter \Mt -- we 11ftlt ,..,.r •• _, .. r ...._ ...n ... ual 
ter \M -•· II ealt 1M ...._, l w p.,.. u.-.. 
We-tlle PIU ...._ \e •Uit)- IU1 .-eune. l tall U. *' u 111e -w UTWa~ •1• •• u 1 ••lt .... a1a4 • 
-,.,1M u-• \1~ \M e&ber IICft••••• 1M u.. 
1\e\lltaUn .ten•••• wl~ U.. II \Malee' • 1M ealt 
'lie 11ftlt eell • ll 1M -tat .., aUUlltlal latna\t.M. 

0-liUaled) D. W. B. 

JJWJalll.l 
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Treatury Dopartme~ll~ 
D~Ytl iOO or Wone~ary Beeearch 

oue ?ebNAJ]'_6 __ l942 

!o Uias Chauncey 

rro:o: llr· :;out.hard 

!hit ean go to the Seeretery•s 
fllcs !nua~ueh as he has seen it 
and wa t•ve acted on his 1nstruetiotUIJ. 

Regraded Unclassified



c 
0 
p 

y 

In reply r eter to 
Pll 855•51/ 839 

'liAS!! INOO:OU 

J llDUt.r)' 27, 1942 

~!:.e Seeret.bry ot State jJreaent.a hi e coapliaents to 

tho Ho110rable the Secre tary or the '!'reAIUJ"f and enc loaeo 

Copieo o! the :po.raphraae of telegrND 1/o, 47 , dated 

J&nuary 20, 1942, ! rom the American ~onaulate General, 

Alglora, Algerin , t ro.nomit tint; a ctao"CC ! r oo t:r. Uurphy. 

:ncl oaure a 

FI"CMI Coliaulat·t General, A.lc1era, 
l;o. 47 , J&mJ8.1"7 a:> , 1942. 

Cop7:ec:1-27-42 

2-18 

Regraded Unclassified



• • 
0 
0 • T 

mss J.-, ao, 1M2, • ,. •• 

JO, 1 47. 

!be follo.t..ac ia froa l!!!rp!lt. 

249 

l'roa a nll.al>la offieial aOv.ree I baft le&l'l>ad that f or oaah 

4epartve cb>ri.Dc .., l.n4efl.JlUe poriod U.. J'r8Deh .,.thoritiee baft 

naerftd aac-dauo .. for &00 ldloa ... il;ht for ep!Oial eoDfidAatW 

ahieab oe the Alcien-l.laneille £ir haDn pl.aoe. Saeh ~ et 

8all5 a. a. , neept oa le4Me~a, tbe £1c1en £ ir lranee plano loaft t 

£1cien f or ~ee1Ue. !be official aoul. l.n queaUon ·~· that 

thh aJ'l'IUIIOIDt i a aa4e tor the llhipMnt of cold to Xurope. It 

would penaU llhiJ81Dt of cold to lurope. It would perait llhi:paont 

of approxiaatel,y au toaa of cold .... .,. tan ~·· 

!hl.a ato.,. waa eol>firMd to .. 'Qr a neaDt paaaeDpr on the 

£ir rr- lol.Jla to ~eille who ... one aona1s-at of cold loa4a4 

01a tba pl.- 1Jl 'lhleh ha waa tranl1Jlc. !be ,old 1D queaUoa it 'ba-

11na4 to 1la hl111h and llalciaD col4 wb1oh ..... hanto!ora aton 4 1D 

... Doh lea\ Uri- aow ue\11184 tor oa._ ... ., lll1c1ua woder tho 

li .. M4ell acre-at. (Sao. ., a~riot]¥ coatiuntial U.pahh of 

leP"allar U, lMl.) 

!hit eoDtrabaD4 traffio, it ... auccaatad to ... atgbt bo 

atop4 if •e of theta plaDoa wora, 1Dtercepted ODd !oroa4 to nturo 

t o £lcian. 

!be t orocol.Jlc tal.,raa . ... r opeated to ~or aDd nuv-. 
CCLI 
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· TrouurY Departmen~ 
Divulou or Mono~ary Resear250 

( Da te .. f.~~: ... ~~ .......... . 19 42 

To: ! 'i~s Chauncey 

·or t.t':e Sec: ret.:try 1e: file-3 . 

H. t: .'!i. 

IIR. WHITE 
Branch 20~8 - Room 21 41 
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lrJ.l>HnlG'l'OII 

January 27 , 1942 

ln Hpcy refer t o 
F.r 840, 51 Fro•en Credite/5137 

Tho Secretary of State preaento bio ca.pliotnto to 

tho Honorable the Secreta!'}' of t ho !Haaury l!lld trans-

aits herewith copies o! a parapbraao o! telegr~ no. 223, 

dated January 22, !ro:o t he Acorican IAct>t1on a t llern, 

quotin6 an abatract from a yortion of A otrictcy con-

tident1al reyort elected January 19 , 1942, by the 

Legation entitled "financial and economic developments ,• 

treating particu1arcy with Swioo-Amorican financial 

251 

relations 1n v iew of the present otatuo of the negotiation• 

tor the representation of American 1nteroata. 

~noloourel 

Parapbre.ae o! t elegram 
co. 223, January 22, 
1942, from !ern. 

Regraded Unclassified



, 1 r• • mMJ•v JIICIIYD 

• a II •'-¥ el 1\a\a, Wublac'oa 

- -'-111&1 JMIA!ICI, len, 

-· ,_, aa, 1M2, 1 ,. • • 

_.,-

M ••noo' troa pan of a otrlet~ oootldntal ra­
,.n ..... ~~ lJ, 1M2 llf t ho LopUOD 111Ut lod 

•n-lal aa& --rlo tfte1~oto• lldD& deopateho4 'tv 

* all r- ~lila ,_, 30 11 quoted u toll"""' 

.... &., tho ..-1 -u.ac of tho l o.Uonal Bcullc at 

*1M tM alllat n'bJoot of dolibel'&Uon w&e Swho- .t.moriean 

,..._.lal ral&tio .. & &aAtoa&l troaoury ropreoontati Yo 

w•r& * .... loa u t o wbathar 'bloclood illo ... froa 

.111M t~FW la tbo Va1U4 8\a~ .. oould be ~ue4 'tv ...,_ 

.... 111M a tG la b~ ol1Jao~o4 to 'tv tho Swiu • . 

.. Jioska ~ ,....,., .... or illooM f'l' .. S•iu iDYU \­

.......... •1_. 1\atoo ..,. ootlaet ed \o be aworl­

... 110 JIS1U• r .... o aDd ... 1...,. cUtticulU u wo-..1.4 

-. ., ... ,a fer ..rlooa oaAtoa&l troaourioo it t hooo t uoo 

- -r4o ~· ~ooeun oo tho Rational &ole to 
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t r. Jeect.i e1 u. uu- • ....u 1e 

iaereMe4 lt II'GCil )loeb4 1M- weN .---. u1. \11M 

.... u. \lt.e leDb to ...,. pu'elt.uel oa \Ill flee ...,.., 

of \l-4 tlollarl. !lt.e ,...4 for tlt.llr Uoeloe4 Saloooi 

'IV people to wi\lt.l\ud tit.• s.ur- ooe\ of llT1DC 1a 

1DONA1Utc \11.11 pft .. V,No 

!he •1ut- of a Jllue4 rate 1a f&'t'ON4 'IV U. 

laUooal lllaak l>aC*UI a\ preeeat 1\ 11 eo\ 1D 1 podUoa 

to aYo14 a poet-war dollar true ra\1 UJUtMa\ wlt.ielt. 

•111 1>a ..... ...,. lt \lt.l true 1o DOW all.,...4 to app.wcia\1, 

B.,.ner, \lt.e .-..ao-at ct tlt.lt rate oO'Ill4 1>a li....,Pt 

alloat 'IV pre .. ure u4 1\ woul4 1>a po11illll to lt.ln a frau 

neheace rate per dollar of ~6 or l.,.er. !b• po111b1l1t)' 

of whether Uaite4 S\atll woul4 e1eh to peraU on...., to 

loroaMal\ pr"JJ''oPDh h \Ill effee\ tlt.l\ 14ollar loe .. 

eoatu.... of \lt.e .. to., et 11tera1 
-. queeU-4 'IV \he 

JuL !1M NT&lor1saUoe ct \he lwioe traM 11 l>al.ac 

•oac'>' 'IV \lt.l :Doo.\tweUer JOlUiaal CJ"''IP rl\lt. a n• w 

lM:rwMla& - porelt.leiDC ~r 'IV wllioh to oll\alD fONicD 

too4 8114 r.- -t•riale, \lt.IN'IV :rwaei.Dc hUaerlu4 l1Tla& 

ooah. ,.nou wllo aN N1'ual4 tit.• ue ct \heir llloelce4 

1Doo• aiel>\ Jo1D \Ill l)u.tteeillr C1'011P tlt.IN'to' _.I.Dc 

\he ..-.1 ct \lt.e dollar rat• peui.Dc tlt.rOQCII 1rne1eU\ll 
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' r 
!II• •uo.J. luk Ia Aho,..alai Ua 110111\loa Ia 

reheb& \U --.-.. of &>llara for e:op..Unno 1a 

\U repre-\a\loao ot oar la\•ooh '117 \U hlao CloY­

• .,., aur1n\a4 ..W. a\aaA •• par\1&111 au to tlw 

po;roholoc7 ot \U Swiaa - W..7 ~ ... , ... be ule \o 

11114ere\aa4 boo \he ltatioll&l. Baal< ia •tatatnsac wltare 

ot Aa•ioaao \hroucbo"<J.t \M worl4 oov.14 4o eo \7 -eptiac 

4ollaro tor fl'llllco - the I&Uonal !oak •• aot 1a a 

pOd\1011 to accept \lt.o8 u4 tvahh \o 4ooUtu\o Soin 

1a S'llihvlaa4 a rate pv 4ollar ot li. JO fruco. 

!ho LepUo.a hao \lee. arae4 \7 \lt.o llaUoaal :s....lt 

\Mt aa 1u..t .. liac apiaot \he 11nUo4 Statio co'Cll4 ocov 

booaa .. of aa eppar ... tl7 UDIJ'IIl)&tlt.eUo &114 •1o=41rotoo4 

a'-lahtraUon of \he qu .. uoao \M \ranat•r to Portucue11 

otooko of \looke4 hlao pl4 aa4 part1o'Cllarl7 to \M 

epaaiu \1oolllo4 &>llar acooaat of \loclto4 4ollaro. 

!he ....,uoa of tho pl4 traaater lwo been ref'll8K 

b7 \he '1'reanr7 accor4lac t o a report froa leo Torlt 

(cod.oatoa) QauUv mtoh haa 'b- raoei'l'l4 'b7 \lt.o llaUonal 

lluk. u4 u 1o •14 _, c ra41h were craate4 to Oenaa.Y 

'b7 Mtaarlaa4 *ioh ~lu \he forMr to pt oocuilllo lith 

'llbioh to alto oa11nt1al plll'Oiwou 1D PortOJpl. It 1a 

4onie4 oatoprioall.T 'b7 \he llaUoaal Bonk throuch lora that 

ao:r eiO'Cl4oo •e .,. ... 'bo ... aol4 to ao:r Oeran 'baDlt on cro41\ 

or o\h-.. 1 &lao, 1\ 1o Aaaie4 \ha\ otlt.• Soiao ..U 

Ulonill 

/ 
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Ulllnl• Ill& Jftft .... te lena tU. t .. lUUoo elf 

..... t• .... - JIIR!'OIIOe=t'e~ .... u ..... , .... 

laM,.. =H a.- p14 .. ._uan o...a.e oW 

.,.san ct.119W7 tMa wu Jl'1nM p14 e,oob, Ia \Ide 

_,., 1~, .. ot •.,...e ll7 Qw 7 eotlllo ~~:2::~5~~~ 

llaft w..-.. \lUI ~ftl•\ ot ~.ooo,ooo tnaooe. Aooor4-

lllc M ..,. •uaa1 JuJr. .uapu-. ..uw..ot ll7 u.o 

tl'_,- II ;ul a\, _,Nr7 w Modale ll7 IIIIIUW u4 

l&al ... --· •• - ... .u •• , 1a pw'.-1 ...n-1-
~ _... \0 II I loG .. \lollr JOdU• u4 \lolnloJ' -­

- -.,_el I.e 'be ~ tooldoe ........ 111c. 

w-uoa bae ....., uoel"' troa ~u ... lo7 11M 

.. ,~ IMk \M\ \lUI ... ~,, tor • . 3,000,000 "uet• 

\0 tile 'lllooiDP4 ~- ..,_, will JI'011&1117 11• retlue4 

'" .... .... _,.. If thh _, la 110\ -- ,., -

-''eN'f• • .., York. 1\ h n&\e4 \M\ .....,_, ot 

.. .... ' b \hr __ , '117 \lUI l;ul* eloal wl~ \lol 

'11'0 > • elf - " p u4 oor\&la o\low tMilUU ... 

._. .,... -loa h ot n\el la\wen •• llll•• .. ~n­

Uoe l • ., tile llll• toot 11114 ... ••.tel ...,17 ~4 

*"" )o lt.lact.ro4 oeriaul7. 
Lae17 .. pa~~uou1 .,., Jet ,_ 11 .... "' 11M 

......,. " .... !reaiUT ot • \NIIotPT' '" \be 11l.ooloa4 

, • .,....., _, of 10,000 lr:l:Locnae ot p14 MT \o tb8 

• 
.._. t<1 Jti"'' \he -, Lhka ~ laae h eet. 

• 
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Ute•t~---~~~-- ..... w..U 

.. ,...,. ~ - e~~e~u..,. •u elidA .. • ?• 
we tM peat ~ lll1l Ill tM ~M& ....... wa., 
Ill•• nnne Jft91deabl ...._. Ill \M a-a •• 

~~a .. on• 'Mea _....,. ,, .u l:;\wtlft ......,., _ ..... 

la'_..." .. of ~ JN91dod ....... wnl4 ,....'-"' 

ha" w M pUo17 ••'•'•M 'T \M Nee ottlolal .. 

• 
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'"' sa 

l~ aa4 oepl.ee of a liU e' we of 'eJ.•c= ... 23), 

~~ ~. 19112. 11'• len. -...woe a pnpoeel fer 

~ ao.,Ue!Uoa of t.a.-, \ba ltate D.pu..,.\ repr .. 

-taUn a\ ~ TaU- Ol\7. 

257 
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... 
!laio\e~-M 
~'MfonW., ·--..a .. ..,.. .~..._ ...... _w 

Da-.4 ~~ 23. 19112 ...... ~, , ... 
..-,. t•> 

I u -'lo \o .,..nt.aw trath ~>on oa leeHWT 

of ftaio for tu4oo io ~ oalar7 u4 a11o-ooo .,..u 
aa4 ollrloal o\oft uA tor offloo oporaibc ,,.,... .... 

I ua.roiuA. tur\b-ro, \Ia\ 1a all u•uuot 
WtlftlUoo WG14 111 ...,ou\ort4 la Mld.IIC ,.,_a\1 

... Bo!J' ......... -"· u4 Uri M-. .. _. .. , 

li will M JOod"- tor \be Bo!J' Seo io turaloll• wUil 

\be ocdftloai 1a Uro ot .... $1,00 por -"' ·zt-
tor \be aMn -Uaof. porpoll•• !M -•IIZ7 dollaro 

GAlt M .... .t\e4 )T \M ll<ofar-i .ttla .J, P, llor-

u4 Oo. tor \be orMU of \lao u.t.ahiralioao llpiOlalo 

Dollo luia .... 'llllloll ,._ rooolp\ of ooafl~Uoa of \lalo 

Mpooli .-14 ~ • \lao """'ftl•t 1a Uro at pro-t 

\Mil hMo •114 lo ~Will t.a till rocalU -" 
*lola 

Regraded Unclassified



-z-

*loll I ..U __ , 1M tM .... ttl \M -· Ia 

_.,_..,_ wl.\la JI'Oftd ..... ttl Ollqtw Jlft hrelp 

lerriOO lleplaU-

!U to.._la& h IIUod\\Od. oo poftlopo \M ot.pl.eo\ 

M\llot of ~ • wl.\11 tate _._ pro-• -uu .. 

aat U 9IM Doper-\ ~owe I DU oo ioton \laO 

Bol7 - aad. hnioll ~\ wl\11 Oo\ia\0 of 87 

-\lllJr~h. 

259 
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JUUDa.a OJ - .. ·v llaaiUD 

!'01 IMr•'-7 of e.ate, •oMJ~CWa, D.o. 

J'IOIII AaerlO&Jl LepUoa, lel'll (Pro• - !1 u-) 

DL!II .TNIIIN7 2}, .1~2, ll &,&, 

10111111 233 

~ 41.poaU1oa to \e ulpi'Ql baa liMft ... -, 

\be •tborlU•• of \he Hoq - oa WIT -ftlolal IlPPI' o "" 

to U.• Oil -4llllc \he requi~eh of WIT ._ ... ll4r• 

t.hi'Oacb tb& ,... of 'f&Uoaa lleakiiiC fao1l1U... 1 tro.at, 

1a U.cl>t or tb.l• aUlW.u of ooo,....uoa, \bat \be 

! n&11017 will li" qaolal attenUon to oertaln fs.-lal 

queUou elcb the .tblncton Apoa\ollo Delap.Uon h 

now 41-••lllc• 1\ h req1s .. ta4 that JOU 'brliiC tu 

forecoliiC to t.h• att ... uon of \be !1'•1111'7 Depar-t. 

• 
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TREASURY DEPARTMENT 261. 

INTP-01'1"1C& COMMUNICATION 

DATS J&llUTf 27, 19112 

TO sooro\ary More-~~ 

••ow Mr, Dio\rioh CONFID ENTI AL 

Sold to ca.mero1al concern• 
Pureh&ood fraa c ... oroial concorno 

£57.000 
I! },000 

opon aarko\ o\orl1nc r~ed a\ 4.0}-}/4, &Dd \horo were no repor\od 

trusac\lODt. 

In Xow York, cloolDC ~o\a\iono for tho foroicn curroncioo liote4 bolov 

vere •• toUowe: 

C&lla41m dollar 
.&.rco~tino ploo {froo) 
Bra&ilian ai.lreio {!roo) 
Col0llb1&n PliO 

ttexican peeo 
o~m p11o {free) 
Vonesuelan boliT&r 
Cuban p110 

11-7/~ 41oc~\ 
. 2}b0 
.051& 
·5775 
.2o05 
·5250 
.2700 
Par 

WI purchaoocl. $1,125,000 111 cold from tho oaraarl<ocl. account of the 1l&l1l< 
of .texico. 

'l'ho Jocl.oral l!ooono 1)&l1l< of )few York reportocl. \ha\ \ he 1l&l1l< of Cantcl.a 
shipped $},Uo,OOO b col4 froa Cantcl.a to \bo Jocl.oral for account of \he Oonr~­
cont of Ca=acl.a, tor ealo \o tho )few torlc .uoq Office. 

1~ Loc4on, opot and forvard oilYor roaoinod a\ 2}-1/24 end 2}-9/lbcl. 
roapoc tiYolJ , o~iTalec\ \ o 42.b71 and 42.78¢. 

'l'bo 'l'rouury• o purchaoe price for fortlcn oilnr wao unch&DCod a\ }51. 
Hon<IT oncl H.arman• o aettloau\ price for fore1cn oUnr woo also unchancocl a\ 

35-l/8/. 

\t'o udo no purehaoea of o1lnr tocl.q. 
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BRITISH EMBASSY 
WASHINGTON, D.C. 

PERSONAL AND SECRET 

Dear llr. Secretary, 

I enclose herein tor your 

personal and secret in~rmation a copy 

ot the latest report reeei'red trom 

London on the military situation. 

The Honourable 

Believe me, 

Dear Mr. Secretary, 

Very sincerely yours , 

Henry t4orge.nt bau, Jr. , 

Uni t ed s t atee Treasury, 

waabington, o. c. 

Regraded Unclassified



Cow llo, il 
11\ltiSR IIO!IT SD:REr 

(U, S, SECRET) 

Intormation roceivocS 'U.P to 7 • · •• • 26th Jo.nua.r;r, 1942. 

ReconnaiOMIICI IIREST on 25th e'-ed both SCI!AR/IllllST Md G!IEtsEHlO 

out. or dock azr1 elongdde t.ot'pedo boat atation. 

lMDios 25th, One or our a1Jocr&ft •lcl>t.cl tive • ._ t<rpldo­

boata )0 ailss South-Woot ot !IllEST otooring Nortb- llorth-lleot Md attaekocl with 

d!pth ohargea ... 1111 t unlcMvn, 

25th. A nall Creole mercb.a:nt veaael in ou.tnard convo7 at5 t.ar­

pedoe4 orr !IEI7l'Otoo!JJ0, and a ..U Br1 Ush abip 1.o ooaotal convoy wu sWllt b7 

lrlne eft IW!IliCH, Jnotbor troop convoy orri...t oatel71D SIIG.I.PCIRB betooeen 2)rd 

Md 25th, 

2. KUU.W 

WilL\• On the eventnc of tho 24th, e nQY Dechanioal tran.epol't 

... ropcrtocl to bo vitl>!ro'O'ine tna SAU:r.ll 1.o • South-'l .. torl,y d,...tion vi\b 

our ll"'ffi\U'td c.ar pa.trola in ccnte.ot, ll'bilo another larao onem;r bot\)"1 about 20 mJ.lea 

South or SAillnll, vu seno!J.Qc pstroll llortll- Eaotwlrdo up tho 'miDH EL ABD, At 

9. JO a. m. on 25th a battle woa developing 18 ld.les Sout.Jkl-eat ot !fillS betwea our 

armourod rcrcea and two ono1117 eolUDM or )S tanks vith some mech4nic4l tranepcrt. 

AllOtbor ool..., or obout 200 oechaniool tr...,.port au ropcrted to bo edftl>oiqr 

tree JEDABIA to AIII'ELI.T, 

~. P,ll, 24th. kU• Tbo eneey had opparentl1 not y.t 

croued tho XERSI~ R1vor. OJr field artUlery uea succeu!\ll.lJr tl'l£18:1rtc ene.:T 

r:wwemouta. 

~· OUr night vit.bdranal South of tall l':lll ,... succeuMl:f 

oe.rriocl out on 23/24tll tb0118h with eo.., l ou , Encey f ollowed up our ri&ht tl.enl: 

rapidl7 t.D! fici>U,. 1o t.o1c1.oc plaoo noor IWWil - · In • IUCooaallll 

counter-attack by an Indb.n Battallon late 1n the d~, tbo J'apGMM are eat.i.D­

ated to llove loot 125 ldllld and )-400 voundod, OUr oatnl&ltioo were 25, 

!!AU• ~ pros...,.. and intlltrationa ~ .. .., iDcJ'Oaled, and U.. 

a.1tuat1oa recs.lDa eon.tuaod. 2CX> moro t:>t l eo torce whioh nas cut orr have 0081 

In. All repcrta 1.odioa to u b l~ bitter l'l(bting 1.o tb1a .,_, 

llllll!Ja, 24th, OUr vit.hdraftl in tl:o l:oowEIN oroa o.•nt.im>'>o, 

.J.." booope are tired and aODOW'hat aoattertd, and :uch «tuiJ:C~CJ 1 

.. l"~il)Ort baa bHu .lost. 
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265 _,_ 
!l7jTIW!IA 1!.'6 §AS"' ! :"' TES . 'nlru air attacks 'IC'& Mda co a larp 

enelll)' oorNOfl'ilported in the South !Teat CEIEIJES SEA, during tvo ot that~, oDe 

transport IJ&s sunlc and one set on fire and tive eneiii.Y fighters 11'81'0 allot doom, 

A 1111baequent attack 1108 made by night by UHI'IED STA'reS destro;rars, Observed 

reeults - one large ship bl011111 up, one sunlc and oDe anerel'T daaeged. b 

eneoQ' oorN0'1 1o now roported in TARAXAH, 

22Dd, Air attacks ....... ude on O<ltOliTALO (CEI.811i:>) , SA!Wii 

(IOITH SUW.'DU.) and III!Dl1lllbere duage was caused to the docks. On the 23rd, 

rr Japanese bcabers s lightly d"""ged the aeroclr.- at PAU:lii!All' (5111.1.!11!) , 

4, AI!!CJW'T CA5UALIIE5 IN OPR!ATIONS OVER All!) f1lO!l THE tlRITISH ISm? 

British - One fighter, 
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TREASURY DEPARTMENT 

INTER OFFICE COiolloiUNICATlON 

Secretary Worgenthau 

!olr. Kamerck 

o Ar£ Jenu~ry 27 ,19112 

SubJect: Summary or Military Reports 

3pttle of t he Atlent i o 

On J•nuary 23, aeriel reconnaieaanoe discovered t he 
nerman battleebi r. T1rp1t~. eieter ebio or the Ei •marck, 
Pt Trondhei m, Norway. (The Germena • ould ac~rcely exoo~e 
tb1s ship to t he bazarde or the voy~ge around t he coast 
of Norway to Trondhei m w1tbout some ROOd re@ &On . ) 

(U.K. Operations Report , January 211, 19112 ) 

On Jenuery 12 , en Axle shi p errlved at Ferrol (north­
west Speln ) with a valuable csrgo from Jepsn. This prob­
abl y represents a f i rst attemot to bring urgently needed 
raw materiels from the Far Esst to Germany. (We were 
informed earlier the t t he Ge rm•ns h~d a number or shioe 
ln the Far East which could rench Europe without refuel­
inv en route.) 

(U.K. Operet i ons Report, January 24 , 19112) 

Use or American Planes 

In Ll bye on Janua~Y 22, Kit tyhawks ettacked 30 dive 
bomber s escorted by fighters. The Ki ttyhawke daetroyed 
tnree Axi e plenes and damt~ged seven. T\01'0 Kittyt.a,.ks are 
mi u i ng. 

(U. K. Operations Report, J Anuery 24, 19 112) 

Libya 

The British state t ha t the OermAn columns ettacki ng 
in Cyrene i ce number g,ooo men And 90 tanks , (i.e. ~bout 
half or ~ normal-sited d1v1s1on.) (The Axis has brou~ht 
forw~rd all or its reserves in Libya. The one Itali an 
d ivision, formerly 1n reserve et Tri ooli, has moved uo 
t o t he main lines. The total number or Axis div1aions 

Regraded Unclassified
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1D LlbJa now totalo about t1n. ) 

(U.l. OparaUono Repo~, Januar:r ~. 19 .. 2) 

GtP!Ift Plant Pro4po,1on 

n. BrU111h .. uaota that a1Nl"&n pro4aouoa 111 
O.J'IIIIIIJ, Caoohoolcwok1o aliCl Poland hao now noon to 
a bout ~, 500 a 110ntb. Ot thooo, about 1, 700 aro opera­
tional t;rp... n. •1n t;rpoo pro4uoe4 aro oo tollowo: 

Lons-ra~~ao boaboro 
Short-ranee boabora 
I1J1Clo-oJ1C1no tlgbtoro 
~1n-oac1no t1ptoro 

!o,al ot abon 

570 
190 -...o . 
215 

Altboucb ok1llo4 labor 1o bel1on4 to bo a l1a1t1nc 
taotor, a turtbor 1noroaao 1n pro4uot1on ••t bo rook­
ono4 w1tb 4ur111C 19 .. 2. 

(Wo woro intorao4 oarl1or tbo t tho rronob bll4 
planno4 to bo pro4uoing )00 planoo a aontb tor Ooraan:r 
b;r tb11 Auguet. !ho1r prooont pro4uoUon ohoul4 bo at 
loaot li:a aontb. Tho Italiano aro probablJ pro4uoinc 
~ to a aontb. 'fboro 1o no ooUaata ot tho Bolcian, 
Dutob, aaiob, an4 •orwacian pro4uotion, but at a ain1-
aua tho plano taotorioo ot tbooo oountr1oo ohoul4 turn 
out a total ot 150 airplaneo por aonth• tb1o gino an 
ooU•to tor total Allie pro4uoUon ot about ),200 a 
aontb. 

Ill a:r opin1oll, thio oot1 .. to 1o too low. ao tar 
•• I oan Ju4(o, Br1t111h pro4uot1on 11 aroun4 1,800 a 
aoatb. Oora&J17 hao a population tw1oo ao largo, Oor.~~ 
1n4uotr:r 1o ronorall;r aero ottioiollt than tho Br1t1ob, 
tho O.raano otarto4 largo-aoalo airplane pl'04uot 1011 ;roaro 
bot oro tho Br1 t11b, an4 Ooraoll in4uotr;r hao .uttoro4 lou 
troa boab1Jig. In •1•• or thooa taote, it woul4 •••• that 
OoJ'IIIIJI pl'04uot1on ot planoo ob0ul4 bo e011owboro 11ear 
tw1oo ao croat ao that ot the Br1t1eh.) 

(U.l . OparaUono Repo~, Januar;r 22, 19•2> 
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G- 2/2657- 2201 No, 613 !l.l.D., 11.D. lltOO A.U., JanUA~Y 27 , 1942 , 

SITUAtiON REPORT 

I . Pacific Theater, 

~hlliptlnos• Fighting died down In 8ataan yest erday . Tl'lo 
or our P- 46 1s at a oke d t hroe onomf dive bcmbor o, shot down t wo of t ho 
latter and disabled t ho t hi rd , ln tho Vlalyana , tho situation i s 
unchanged , as it io in Mindanao, Hawaii • No further r epor ts of hostile 
activity . !lalaya • The Japanese have occupied Batu Pahat on tho west 
coast &nd ~re l anding t roops north of Uoratn& 1n the east . Heavy air 
action Ia repor ted throu&hout southern !l&l•ya and Singapore , Burma: 
The Japanese have advanced after heavy tl~~ting eaot of ~ou~e~Both 
aldoa conti~ue lntense air activity . Auatralaaiat Clashes between 
~\astrali&n ground forces e.nd JapAneao aro reported \n !lew Guinea, Hew 
Ireland , and the Solomon I s lands . Australia Ia preparing total 
Clobilhation of c&npower for defonae . IYeat Coeat: No !'urthor reports 
of one~ aetivity have been recoivod . 

II. Saatern Theater. 

Both sides r eport contir.ued hard fightin& with no chanr:os in 
tho general situ~tion ind icated . (llo aituation map wi ll bo i s sued this 
doto.) 

Ill. \ ioatern Theater. 

L&at ni~ht Br itish bombera made a heavy attack on ports and 
other objectives in northwestern Ger~~y , and nlao on Brest . The Air 
:untstry atatod that Hanover and Emden were a.mon& tho cities bombed. 

IV . Uiddle Eastern Theater . 

Ground t Axis forces ha•e deepened their penetration into 
Cyrenaica . CQnb&ts between British and Axia Forces have been reported 
in the vicinity of Zuetina~ Antelat , and ~u1 . The pre~s r eports the 
destruction and capture of consi derable quantities of British mater iel . 

Air1 Bad weather conditions have restricted air act ivity in 
t:orth Afr ict::" Axis Air Forces continue the neutre.l it.ation of :.ia.lta , 
and tho Italian co~uniquo t his mor nin5 olaims Italian tor pedo planes 
aank one Br 1t1$h cruiser and d~~ged ~nothor in the Uediterranean. 

RESTRICTED 

/ 
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HMJr: 

0 : 

Hl!Jr: 

Mr. Graves. 

Hello. Harold. 

Yes , eir. 
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I wish you'd have sent over to your orrice- you 
t ol d me that you' re having !ive million posters 
printed •.••• 

Yes. 

I don 't know what they are. 

Yes. 

I'd like to see th em. 

Yes. 

I'd aleo like to see anything which ie in the 
work e. 

Yes . 

Will you have ttem sent over t o your orrice? 

Yes , sir, I will. Right away. 

Would you have - whoever your a rtiste are -
study the second hslr ot the Di sney Donald Duck 
picture • •... 

Yes • 

•. • . . end t here a re s ome wonderful pictures there 
which they could take to ms ke posters ot, like 
t he whirlpool or the awaetike, you know, going 
down. 

Yes. 

Like "Buy e deten se bond and s ink the axis". 
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Yee. 

Like ue1ng tbt ~ ae a detente bond. 

Yee, e1r. 

fbe7 oolll4 p1olt out a IJ'OUP ~ere. I'd lUte 
~ .. to 4o 1t Yer7 proeptl7, and then g1Ye ae 
eucceet1one ae to Whiob onee the7 want to uee. 

All right, e1r. I'd be glad to. 

I'd llle t o hne U done, tbo\ICb, pl'OapUJ. 

Would 7011 llle to loot at the .. potUre that 
JOU atltt4 for ae to een4 for eoaetlae tod&Tt 

I '• so1na to - , ... 

lee. 

Well; 1 111 - I'• going to do it tb1a aorn1ng. 

lCee. Well, I' ll get thea ae qu1o1t17 ae I oan. 

But baYe eoaeone etudJ that p1oture, beoauee 
there are a lot or eoenee there that - ob, . 
~ere are a 4o&en different p1oturea there that 
ooul4 be ueed t or a ewell poettr. 

:r... B)' the WAJ, I aa 101"C to Mew York tb1e 
afternoon to Y1e1t our off1oe up ~ere. You 
ltnn tba t Lew Douglae bad taken eoaethiDC 
el .. . 

x .. . 
And ~e quttt1on - one of the tb1nge that tbe7 
put up to ae 1e a replaoeaent t or bla. 

Yeah. Well, I'd l 11te to be ooneulted on t hat. 

I thought 7011 would. 

·!he7 baYe ~U&Cttted Lew Peareon. 

•eYer hMrd of b1a. 
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Well, be 1e - wae t or many yeare Chairman ot 
the SoareS ot I n1ng Truet Company, ancS 11 even 
now ••.• . 

Ob, he ' e trom Kentucky ancS be'• a etr ong anti­
RooeeYelt man. My GoeS, they alwaye put those 
fellows up there. I know All about h1m. 

Ia he trom Kentucky? 

It that'• the man I mean. He'e originally trom 
Kentucky. 

Well , th1e man baa been 1n New Xor k t or •••.. 

Twenty years. 

••••• eYer e1nce the t urn ot the century, I th1nk. 

That's r1ght. 

I th1nk 1t'a been longer than that. He's been 
up there since early ni neteen hundred. He 'a an 
old man, about seventy-one years old. 

Well, he 's not the type. 

The tallow that I rather wanted would be Burgees. 
What would you th1nk ot h1m? 

He'd be all r1gbt. 

He'd be all rlgbt. 

Xes. He'd be acceptable t o me. 

Xes. Very goocS. I 'll get these poster s . 
• 
Thank you. 

Xou 1 re welcome. 

Good-bye. 
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January 28, 1942 
9:35 a.m. 

TAXATION OF STATE AND MUNICIPAL SECIJR!'l'IES 

Present : Mr . Kuhn 
Mr. Sullivan 
L!r . Foley 
~r . Paul 
~.rs. Klotz 

272 

H.J! . Jll: I am going to gi Te you all the time you 
want and I won't make another appointment until you 
fellows are out, so there is no pressure. 

MR. PAUL: Maybe v1e can dispose of you very 
quickly. 

H.M.JR: Dispose of me? 

MR. PAUL: Yes . I said that purposely. 

H.~.JR : Well, in the first place, I think we ought 
to thank this fellow t hat sent this thing. 

!I.R. SULLTVAN : Yes , sir. 

H.l!..JR: Do you mind writing a letter to him? 

MR. SULLIVAN: I will phone him. 

H.M. JR: Is this where we start~ 

MR. SULLIVAN : Here is Epstein ' s tel egram. 

H.M. JR : I read it. 
telecram of January 26th. 

"I wish to acknowledge your 
I am aware that your 
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objeotl•e baa alwar been to pre•ent Federal taxation 
ot tuture laauea o state and .uDioipal aeouritlea, ana 
I note tbat in this telegr .. JOU aeek turther to .AfOteot 
thia, 7our real interest, b7 oondemnlnc the propOIIl 
to tax outetanaing lssuee of state and .unioipal securltiea. • 

What do JOU aean, "7our real interest"' 

liR. SULLIVAJf: Be ia ·condelllling. He doeen't care what 
bappena to these outstanding issues. It is the future 
iaauee that he ia trying to protect. 

H.)I(.JR: You are wrong, and I will tell ,ou wh7. 

JIR. FOLEY: Well, John - as a future, he sqa he 
should be thinld.ng onl7 about future otteringa, because 
there the tax .Ight have soae· effect on the Interest rate, 
but as a public officer, wh7 ahould he care that he received 
from hie father-in-law's estate certain tax-exempt aecuri­
tiee' 

H.M. JR: How did you know that' 

KR. FOLEY: Oh, I get around (laughter). 

B.V. JR: When did ;you learn that'? 

KR. FOLEY: I have mown that a long tiae. 

KR. PAUL: That is prett7 auoh around town. 

H.K. JR: Oh well, I onl1 learned it 7esterd17. 

KR. FOLEY: I have known it a long tiae. \lfe have 
been debating this fellow tor a ;rear or acre. 

H.M.JR: You don•t know what I know, that he no 
longer hu thea. 

KR. FOLEY: No, I didn't mow that. 

H.V. JR: He gave th .. to hia wifa. 
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KR. FOLEY: It is the siUU thing. 

R.M.JR: Ro . There is something funny and t~ere 
is something wrong, we think, in his tax. 

MR. FOLEY: Oh, ret.ll7? 

IIR. SULUVAN: Goodr, good7. 

B.V.JR: We think there is something wrong. 

MR. PiUL: That is swell . 

B.M.JR: iren•t rou fellows suspicious? Row, I take 
ever,.thing for granted and never look into an,.thing. iren•t 
rou a suspicious lot of fel lows? 

MRS. KLOTZ: You have got them well trained . 

B.M.JR: I think there is somethi ng wrong. 

J.IR, SULUVAN: Wh7 do we think? Why don •t we find 
out'/ 

H.M.JR: Well, we are. I onl7 got at it resterda7. 

MR. ~lOTZ : It takes one more da7. 

H.ll. JR: inTW•1, these tax-exempts have disappeared 
on his return and the7 have appeared on his wife ' s, and 
we are looking for the gift tax, which we haven ' t found 
ret. 

MR. PiUL: I t might be he will contend he never had 
them. 

H.M.JR: "I am familiar with the position rou have so 
long maintained despite the fact that every Republican 
and Democratic administration for the past twentr r ears 
has sought to snd reciprocal exemptions and despite 
the farther fact" 

It ahould be • f'urt be r•. 
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MR. SULLIVAN : It is a aiaspelling. 

H.\I. JR: I can't spell, but I can always see when some­
body else misspells . 

MK. ~ULLiviN: I am the same way. 

R.M. JR: " •••• that within the past year both nvuses 
of Congress by overwhelming majority voted to prohibit 
exemption of future issues of Federal securities. I 
believe• --

This is a clean telegram. 

VR. SULLIVAN: This is just the dignified disdainful 
repriii&Dd of a daddy who catches hls boy doing something 
naughty. 

H.K.JR: "I believe that now when ~emocracy itself 
is being challenged, it is unthinkable thnt some members 
of our democratic society through investment in state 
and munioipal securities should be allowed to escape their 
share of the national burden and transfer it to their 
less fortunate fellows. Such an undemocratic privilege 
was never contemplated by the founders of Amer1ca, and 
the continuance of this especially privileged class at 
this time is unspeakable. State and municipal officers, 
as the moat intimate l eaders of the people, are in a 
position to make a fine contribution to nat ional morale 
and national unity by supporting this proposal. Many of 
them are doing so. I appreciate that it requires courage 
to reverse one's position. I am ~isappointed that you 
lack that courage . • 

MR. PAtJLL That is good. 

H.M.JR: Well, it is a question. 

MR. SULLIVAN: Well, the most important question 
isn ' t answered, and that is whether or not you accept this 
challenge to a debate. 
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H.K.JR: Oh, I aa not going to do that . A!ter seeing -
11ay I han thla thing? He sent this thing to enl')' -ber 
of Congre u . 

MR. PAUL: That baa been going out fo r a couple 
of years. That ia just part of at.ost lllaeographed 
publioations they have been getting out for a couple of 
years . 

H.ll. JR: What I want to know la, who pays for thla? 

MR. PAUL: The Port of Jew York Authority, I aa prett7 
sure. 

H.l!. J R: Well, the reason I want to bring up - to 
a conference on state defense. 

MR. PAUL: It may be that they hftve contributions 
to that separate organization, the Council of State Defense. 
I wouldn ' t be sure about that. 

H.M. JR: But now, for instance , have we here Bn7 
machinery to find out what is the Conference on State 
Defense? It llight be a pro-llui organir;ation. 

. MR. P·.WL: Oh, no . 

H.U.JR: Jo, I said to grossly - but how would 
one find out? That leads me up to the thing that I had -

MR. PAUL: I happen to have been working for the New 
York Port Authority at the tiae that was organized and 
they got a bunch of attorne7~~enerals together and then 
the7 - t obin began circularizinf the whole United States, 
and they have built it up from hat tiae, but I doubt 
if it is an7thing mora than an informal organization. 

MR. FOLEY: I think that is right. Financed almost 
entirely bJ the Port AuthoritJ. 

H.K. JR: What I would like to do, if it ia the Port 
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Authority, uncloak them and say, ~not let;s get down 
that this is the Port Authoritr7" We have got a suit 
i n the cour ts, and so forth and so on. 

MR. SULLW-'N : No . 

MR. PAUL: I don't think you can aay that because 
they have got a lot of people in with them. At one meeting 
they had here in Washington they had seventeen state 
attorney generals here . 

H.K.JR: Well, can't we find out? 

KR. PAUL: That was the time Kagill was here. 

H.M. JR: Can't we find out who pays for this and who 
it is who is fighting us? 

lffi. SULLIVAN: I think we are get ting off t he issue 
when we go into that . 

H.M.JR: Oh, no . Why are you fellows so interested 
in Epstein's tax ret urns? 

MR. PAUL: Well , that is a different matter. 

KR. SULLIVAN: Your interests are ~ interests. 

H.~.JR: Yes, I know. 

KR. PAUL: But that is a little different, whether 
he is TUlnerable personally, from the question of this 
organi uti on. 

H.Y. JR: The question is, once we find he is vul­
nerable, what will we do with him? 

KR. PAUL: I am a little doubtful about this one 
point, To accuse him of bein§ only interested in 
future issues, he may reply, We!l, we are always 
interested, " very virtuously, ~e are always int erested 
in past issues that we have sold, and we want to protect 
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our purchaaers because if we don't, we won' t get any 
future purchasers . ~ 

H.M.JR: MY reaction, if rou fellows don't overrule 
m• , is not to acknowledge the telegram at all. 

KR. SULLIVAN: I am afraid if you don't acknowledge 
it, he might capitali&e on that . 

XR. PAUL: I agree with that. 

H.M. JR: Why should I answer it? 

KR. PAUL: Well, he has asked you to debate with 
hli. will go all around saying that he sent rou a 
telt'tP -

~ .JR: All right . Roosevelt had the same thing 
wi th Wlllkie. He never answered. Willkie challenged him 
three times, and he got good notices . Again and again 
he challenged him. Listen, I campaigned with Roosevelt, 
and Roosevelt's policy is never answer your opponent and 
never name him. Never name him and never. answer him. He 
has been pretty successful at it. When he campaigned 
the eta~ for governor, he never would mention the 
man• a nama who was running against him, w1 th the result 
that you can't remelllber who ran against him the first 
and second times. Let's let the thing cook and see what 
happena . 

IIR. SULLIVAN : SUre • 

H.I.JR: And see in the meantime whether we ccn get 
something on him, Just out of curiosity. Let's see 
if - now1 on the other hand --

KR. PAUL: If you are going into that, why don ' t 
you lodk into Julius Henry Cohen too? 

KR. FOLEY: He hasn't got anything. 

H.ILJR: We did . 
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MR. FOLEY: We l ooked into that at the time we were 
looking for a holder, · you see, to sue when we wanted to bring 
the test case on the Port Authority. 

H. M.JR: Howard Cullman had plenty. 

MR. FOLEY: Mrs . Cohen had something, but not 
Julius . 

H.M. JR: There was some other person who had plenty. 

J.IR . FOLEY: Howard Cullaan had aome, and I have 
forgo tten now who the other person waa. 

H.M.JR: You know who Henry Epstein ' s father- in­
law was, don•t you? 

MRS. KLOTZ: Yes . 

H.M.JR: 
to get on to 
doing, John, 
ship which I 

Well , the onlr other thing, and then I want 
this other bus1ness, is this, what are we 
to start a campaign t o back up the l eader­
have taken" 

MR. SULLIVAN: Yesterday morning I talked with 
Governor McGrath of Rhode Island , who said he would get 
out a wire to you and t o the Senators and to the Congress­
men. I then talked with Governor Hurley of Connecticut. 
I asked him if he had seen your ~leveland speech, and he 
said, "1 have and I am in entire accord with it," and I 
said, "Well, we would like very much to have some gover­
nOi'S express their a~proval of that policy. Would you 
be willing to do so? He said, "I certainly will. What 
do you want me to do"" 1 said, "If you will wire bot h 
the Senators and all of your Congressmen, and also Secre­
tary Morgenthau, we would appreciate it very much, " and 
be said, "I will do it right away." 

Now, I haven' t seen any of these wires. They were 
all to be addressed to you. I talked - before t hat I 
talked wi th Mayor Lausche in Cleveland. 

H.Y. JR: Just a minute on Lauscbe . Henry baa been 
working over the weekend with a newspaper man to get 

Regraded Unclassified



280 

- 9 -

Lausohe to come out. He was going to talk with Iuhn, so 
you had better let Kuhn know what you have done. 

),ffi . SULLIVAN: All right, sir. I made a mistake on 
him, I think. 

H.M. JR: W1v? 

l!R. SULLIVAN : Well, I talked with him and I told 
him that we would like very much to han a statement 
from him, and we would like to have him organize some 
other mayors to suprrt this policy, and be said, ~11, 
I will pall you bac in a few moments." Then I called 
}.(orris lobin in Boston and I told him what the new policy 
was, very distinctly. He said, ~ell, I don't know." 
lie u i d, "We - the conference voted unanimously against 
this," and I said, "Well, that was against future issues 
and this is against both," and he said "Well" - I said, 
"Now, there are some other peov,le sending in wires," and 
he said, "Name one." I said, 'Cleveland, for instance, " 
and then I said, "Now, you had better send us a wire, 
Morris, and get on the band wagon. " 

H.Y.JR: Oh, you said Cleveland was? 

MR. SULLIVAN : Yes , and I said, "This is future and 
outstanding, " and then for the first time, apparently, 
he got - or at least indicated that for the first time he 
got the idea it was outstanding. He said, "Oh, my God, 
how can you justify this?" Well, I said, "How can you 
justify the continuance of a sanctuary for refugee capital 
at a time when you are taking kids out of their homes 
and away from their families and sending them away to 
take their chances of dying for twenty-one dollars a month?" 
I said, "How do you justify the fact that the twenty- fl. ve 
largest insurance companies in the country don't pay any 
Federal income tax at all?" well , he uya, "Insurance 
companies aren't going to be solvent after this thing is 
over. n 

(Mr. Kuhn entered the conferCDce). 
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B.M.JR: start OYer again. Henry ia going to call 
you. 

MR. roBif : He did call me. 

B.M. JR: You had better get what John Sullivan d.id 
on Lausche before you cross wires, 

liR. roBif: I called John and he 11aa already in here. 

B.¥.JR: Tell it again, John. 

MR. SULLIVAN: . I called Laueohe and told him we would 
like very much to have ht. send a wire to us and to his 
Senators and Congreatmen, endorsing the policy embodied 
in the Secretary's speech in Cleveland, and also to aee 
if he could organize aJroup of uyora out in that part 
of the country that wo d likewise support the policy, 
and he said, ~ell, I will call you right back." Then 
later I talked 11ith Tobin, and he more or 1e sa led." me 
on 

H.V. JR: Boston. 

MR. SULLIVII: I told him I had other fellows, gover­
nors and mayors, sending in, and he says, "Yea you have, 
name one." And I said, "Cleveland," and I think that 
he must have called Lausche r ight away, because I haven't 
heard from him. So that was a mistake. But I thought 
lo!orria was all right. 

R.M.JR: Don't you think you had bet ter call up 
Lausche yourself and explain it? 

lo!R. SULLIV .AN: I am going to call him thi a morning, 
yea. 

B.M. JR: I think you had better. . 
MR. SULLIVAN : But I wanted a cheek on whether you 

had heard from these fellows. 

• 
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H.".JR: We have no telegrau t rOll an)'body. 

!.!R. S'J"!VAII: Swell. Saltonatall I tot:::: -::hare with. 
He waa going to talk with Henry Long, who waa one of tbia 
group here . 

H.M.JR: I think you had better square yourself 
with Lauacbe and tell hiD just what you did. 

IIR. SULLIVAN: Ob, sure . Then I talked wi tb Governor 
Blood in New Hampshire, and be ia to call me thla forenoon . 
I tried to get Charlie Edison and I couldn't reach him. 
Then I waa going to ask you yesterday afternoon if I 
saw you whether I should go on end try Ed Kelly and keep 
plugging away. 

H.''· JR: Well, rq own feeling ia this, and I want 
Kuhn and everybody to think about this. I evidently won't 
get anywhere that way. The thing ia , we have got to take 
my speech and we heve got to arrange for ways to continue 
to sell that idea. 

MR. PAUL : I wonder how the l abor people will come 
out ? They will be for it . I have already talked to 
two of them, and John has talked to the c.r.o. I am sure 
they will come out. 

H.M.JR: Well, who wants to say, "I will take the 
reaponsibl.li ty in consultation wl. th other people in the 
"'reaaury to aee that this thing l.a" - -

IIR. SULUVAN : I will do it . 

H. lol . JR: Will you? 

IIR. SULLIVAN: Yes. 

H.M •. TR: But I mean, to keep - because after all, we 
are going up on the Bill, and the idea ia to get backing 
when we go up on the Hill . 

MR. SULUVAN: 111 very frank opinion, }{r . Secretary, 
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is that we have got to win this fight with the people 
before we go up on the Hill. 

H.M.JR: That ia why I made the speeoh, John. 

MR. PAUL: I think we can get a lot of supporters'h 
Wft.ll Street . 

H.M. JR: Well, ~rever it is, will you take it, 
John? 

MR. SULUVAN: Yes, air. 

p.M.JR: The whole purpose was, wasn't it, to do 
it before we go on the Hill? " 

MR. SULLIVAN: That ie right. You are not going -""'r 
win the fight up there . 

H.M.JR: Now, it is just like anything else we do. 
We have got at 1 east a month before we will get up there, 
because if they say three weeks - well, anyway, we have 
got several weeks . Now, there ought to be a concentration 
of publicity and speeches and every Collector of Internal 
Revenue should be notified and try to make a speech on 
this in hie district over his local radio station. There 
shculd be a regular campaign, you see . we have got 
enough pubU city minded people in the Treasury that I 
thinli: that when you go out of here I would get a group ~ 
together and work up a little agenda and then c011e in 
and show it to ae. 

MR. SULLIVAN: Right . There won' t be 

H.M. JR: I am --

MR. SULLIVAN: Walsh baa just summoned me to appear 
at the Naval Affairs Committee hearing this morning. 

H.M.JR: What time? 

MR. ~LLIVAN: ·Ten thirty. h soon as I get back 
from that, I will be on it. 
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H." . JR: 1 am out on the end of a limb and I want 
my own people to back me up an• they have, as I say -
ever•y mechanism that ll'e have for publicity go to work on it. 

l.IR. PAUL: That is the way those fellows have done it . 
1 have seen Tobin from t he beginning do it . 

l! . '.' , Jfi : They are organized tmd we a re not . ·;;e have 
got to ~et organi zed . 

IJR . :;'1J.IIV1J: : And Y1il170U leave r.o rd r. ith ~rtss 
Chauncey t o 1 et me know if slle : ets anythi ng'? 

H. I.' , JF. : Yes , ~!rs . Klotz will. That is all I have, 
rerdie . 

(l:r . Kuhn left the conference) . 

H, I/ . JJ\ : ·:.net are you r,oing to do v.hen you go up to 
t his cormnlt tee'? 

!.(}{, SPLLIVAN: Apparently the informer in the Falk 
case is testi fyinz this morning . 

H. '.' . Jh: I nfonn er'? 

'.0.. • . 5\JLLIVAJ! : Person who :1ave the inforlilation that 
resul ted in our ge t t ing the Fbl~ Cor porat i on. HAve you 
got my cemorandum on t h• t, ~d'? 

'!H. FOLFY: Yes . 

\:P . S'JltiVAN : I coubt if we can t estify before this 
committee on eith~r the civil or criminal l i ability. 

MH. FOLrv : Not as e matter of laYI . The f ellows 
checked it l as t night . It is j ust a ques tion of policy 
as to whether or not you wont to testify. 

H. '.' . JR : On what? 

lffi . ~oL~Y : On the case that is unde r consideration 
anrl i nvest igation in the Treasury. 
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MR. STJLLIVArH It lS t his public hearing. 

R.M.JR: Oh, isn't that the man that was for the 
State of ~lsconsin under the Wer Department? 

WR. SULLIVAN: OP!tl or the \'/ar Department. 

R.V. JR: And it has gotten now on t he Hill? 

WR. SULLIVAN: No, they are taking it up in the 
Naval Affairs Colllllittee . They are hning some sort of 
hearings and investigations and fishing expeditions. 

R.W.JR: I see. 

WR. SULLIVAN: But I don't see how we can talk about 
that at a public hearing, Ed , before it has been adjudicated, 
do you1 

MR. FOLEY : Well, I can very well see why you want 
to say that we have t his matter unde r consideration and 
we are not at liberty to talk about it, but I don't see 
that we can say that as a matter of law we are not per­
mitted to talk about it. 

lffi. SULLIVAN: Well, we are permitted, and we are 
protected when we give that information before the 
Joint Committee or Waf S end Ileana end Senate Finance 
Collllllit tee, but I didn t know we were protected when n 
gave that to any other committee. 

H.M. JR: Well, let me just interrupt this argument 
between lawyers for a minute. Why do you want to protect 
this fellow? 

MR. SULLIVAN: We don't want to protect him. we 
are trying to protect ourselves . 

H.ll. JR: Well, would you like to tell the Committee1 

MR. SUtUVAN: Well, I mean if the thing bad been 
adjudicated, I certainly would, but --
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H.l{. JR: Ia 1 tlil tile court•' 

KR. POLF.Y: It ia befora vi, Kr. Secretarr. and 
we probabl7 won't go after hia orhdnall7. 

H.M.JR: But the point I aa getting. I aa aittin« 
on thie comadttee. The Treaaurr doean•t coae. well , ~here 
1111at be ao•thing to hide . 11h7ia thia 1 aecretf 1 
aean, I 1a ghing JOU rq reaction. 11111 doea the Treaaurr 
want to protect thia fellow'! 

KR. SULLIVA!l: I didn't understand we had an7 right 
under the law to giTe fax lntormation to aD7bod7 except 
the two tax coiDitteea. 

KR. FOLEY: That ia not ao. 

H.M.JR: That is not aot 

KR, FOLEY: Not on thia matter. On thia matter it 
John wants to give the information, he oan give it. 

B.M.JR: You can? 

KR. FOLEY: He can, aure. 

B.Jl.JR: Well, -.117 not do 1 tf 

KR. SULLIVJII : That ia wh7 I aent the Mao to 7.ou, 
tor JOur opinion. 

KR. FOLEY: Well, the bo7a caae in about a quarter 
after aenn laat night and the7 aaid the7 weren't going 
to write a formal opinion, but the7 were going to t ell 
70u thia morning that it could be done it that waa all 
right wi th •• and I aaid •sure. • 

B.K. JR: Which side are JOU on, Randolph? I don't 
. know whether it ia a good or bad caae. The Treaaur7 

is aaked to explain it. 
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MR. PAUL: 1 lllll .uJur .iv~. .i ~ ... ~ • t ~ow thl~ ••• 
the law, but if that is the law, then I think we ought 
to tell them. 

MR. SULLIVAN : That is all right with me. 

H.M. JR: I will tell you, in these times I just 
don't- I don't know whether i t is a good or bad case 
or anything, but I just don•t want to be hauled 
up before a committee of Congress, I would go through 
the motions of asking thea to have an executive session, 
Then if there are any leaks it is on them, John. 

MR. PAUL: I think that is a good idea. 

llR. SULLIVAN: Yes. 

H.ll. JR: I would ask that you would only testify in 
executive session and you don't want any stenographic 
report. You don't want any stenographer or anybody pre­
sent. You won't testify. Then you test ify in executive 
session. If there is a leak on it, it ia not on you. 
You have given them the information they want. Then 
John Sullivan tells them what they want . that is what 
I would do . Hop to it . \~ will lust have to postpone 
this thing, and when you get back - -

llR. SULLIVAN: Oh, I don't think you do have to. I 
think that both Randolph and Bd are tully cognit~ant of 
my views and all the information is right here. Those 
are the ones that are in, Randolph, and these are 
the ones that are out, and here you are. 

H.M.JR: I would like to settle it. 

MR. SU LLIVAN: We have been over this together enough, 
don ' t you think so, Bd? 

'MR. FOLEY: yes . 

H.M. JR: You are perfectly happy about doing It 
this way in executive session? 
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B . ='Bo&IVat: r .. , I a, llr.o::l!r:o=~ 

R.f.JR: I would do it. 

MR. SULUVJ!f: Right. 
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1 wiob t.o aalmoWladca ;rwr t.l •va• ot Januuy 26tb. I aa 

a•ra U..t ,.our objaaUft bu al•J8 'bew> t.o p.......,t Federal 

t.uatlor. ~! tutu.re t.nu ot •tate anc! a:nic1pal ~ ...... .:.~.-, _ ...,: 

J notA that 1n t.h1a tAla- JOG - k f'urlher t.o prot.aat u.u, 

ywr real 1nt.raot, b)' condeolnina tl>l prcpooal t.o tax wtotondinc 

iowa• ot otAtA and INnioipal Olcur1tieo, ! I aa taailiar with tha 

poeition ;rw Mft oo 10111: aai nt.ained deopltA the fact that .... ..,. 

ReJlllblican ani! De-raua a&dniatrat1on for the paot twent7 )'811'1 

hal 10\ll!ht t.o end rao1prccal exmpt1ona and daopita the fllrther 

raatl that within the put ~ both boua" or Congra11 by oftl'­

""-lld.nc • Jor1ty '"'ted t.o proldbU _,uon or tlltUJ'I isnao of 

Fecloral oaour1t1ao, I bell.,...! that now when Deaocracy 1teelt 1a 

boine ohallenpd, 1 t 1a unthinkable that ,.,.. 11111bera or our 

- ratio aocht:r throu(!h inftl~t in otAtA and INniciP!'l 

HCur1t1" ebould bo ill- t.o .. aapo their ahara o! tbe national 

burden and tranafar it t.o their laoa tortunatA tallow.. !bch an 

undHOCratic p1'1'fila1• .a neftr oontowplated b)' the foundara or 

AMr1oa, ani! the oantinuance ot t hia eapeciell:r pr1 'filapd claao 

at t.hio t'-- 1a WWJ*lkable, Stote and IIIIDioipal ottiaara, •• tba 

-t intiatA leadeJ'I of the people, are in a poei tion t.o ,.Ice a 

tine oontr1but1on t.o national 1110Nl1 and notional unity b)' ouppert-

1"1 We propoeal. llafiT or th- .,. c1o1n1 ao . I a ppraciat. that 

it raquil'M cCNJ'ICI t.o ,..... .... ona 'a poaition. l aa d1oappo1nted 

that )'OU lack that owrac•• 
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ft~ ..,•• n~ :28, 1942o 

iO: Sccre ;.sry L"orgentr.au 

F:\v~ · : LT. Sullivan 

AI\.cr le.,v<.r..: ;;ocr offico tria IOCming I went to the 
!'enate .. Gval I.I!"airs C=.itt.ee !'!on"' and t.all<ed with Sen•tor 
.alsh. :·c s:tid he tod ashe to •ne ~::e com up t o test11'y 
~~ ~o •re Trea!· r;;•s positi<~' .., t!wl reinet<tt e:-ent of some 
c! the prc!i t. lkiting p!'ine!pl~s, n;et at~ were ea±cdicd in 
t~e \'inS<'n- TranTell !.ct . 1 told t.im M ••re new £t~ 
l' ~ report of the Vinson Investiratir.g CCccittt e , anJ that 
I clid not kn<rK what the ':'rearury' o posHi cn Tould be . Ee 
ookel lLC whether ! r>'"'-'f<rred not to te o tit'; on tl-.1 • subject 
~t the preoent til:te and I told hl-" J f elt thh '·"" such a.~ 
im,ocr t>.nt matter Lht•1 i t ' ;odci be umvioo ror tto TrcaslJr,y 
~o tOll• e nt rn t~e uropooal until 1 t had made a thOrOUIJh 
St"dy Of the ~Oport, ~< ntrctd tl nt. this T.':>G thg riser 
eow·se to follow. 

1 t•en tole hir. tr.at Co!T.•ndor ~-'lunders had roentiot~£d 
the Falk ca:e . Senator -.alsh rt"plied: ".o ear> •t tol:e tbat 
\.P tt.i.s cornir-<:: because tt.at v.olJld i'.c ve tc be done in ~cu­
tivo Session• . : t hen told hia l would be reaqy whenever 
t.e ntl\ed tc ~e"r 1':-r:r '" "-~ ~t.i· utter' but tt<>l l 1\'ould 
ap~reei•'e llein& &ive!' •c::e nctioe o! tle a..t.-1 or tl'e bearing. 
Tl'.is he a&rc~<l to do. 
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H.M.JR: Now, let's get this thing sett led if we 
can for once . Who is going to state the case? 

UR. FOLEY: Randolph. 

MR. PAUL: Now, we have divided these - there are 
~uite a number of different types of exemptions granted 
1n this section 106, various types of comnanies. They 
are divisible into two classes. One is tfie type repre­
sented by labor, agriculture, horticulture, rJUtual savings, 
and frate rnal beneficiary societies and that type where 
it doesn't make a bit of difference what they do with 
their money . 

H. I.!. JR: What is the type aeain? 

MR. PAUL: Labor, mutual savines banks, farmers 
cooperative, crop finance. There is a long list of thee. 
By the very nature of their organi zations , they are 
exempt. It doesn' t make a bit of dif ference what they 
do with their money, so that if we as!: them for a 
financial report, we ar e asking them for something that 
is utterly immaterial to t heir tax. 

H. M. JR: Let me see the list that you say is 
immaterial . 
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Ill. P)IJI.: ~ ----· 

B.JI.Jlh Well of oour .. , where I &Ia going to 
differ with yow i hi a. What na the organht.tion 
tht.t they used aa a oloak in Indiana to collect that 
mon~y, the two peroentt 

IIR. POLEY: 'rwo Percent Club. 

B.JI.JR: What was that? 

IIR. POLEY: I think tht.t h wht.t thq called it. 

B.JI.JR: But what ia it, what kind of corporate 
thillg? 

IIR. FOLEY: It is a meaberehip corporation under 
the lawa of Illdiana. 

IIR. PAUL: There are a lot of membership and non­
profit organisations that are not in aUT of these 
specific categories. 

H.K. JR: But wouldn't they be protected by a thing 
like this? Wolil.dn •t they co111 under that cahgoJ7? 

IIR. PAUL: Not unleaa they were one of those. 

H.JI.JR: But wouldn't they be? 1'111 couldn't I 
organise UDder 16 aa a TOluntar.r employees beneficiary 
organisation and haTe the Treaaur.r make a - eTer.r Treaaur.r 
e.ployee aake a two percent contribution for the Demo­
cratic Part,r under 16? VoluntaJ7 employees benefici&J7 
organisation•. I will organize an organization like 
thh, and I will aq--

IIR. PAUL: Well, that would be a dinrsion of 
tunda of the oompan,r, wouldn't it, it you were making 
contribution• to the Democratic Party? 

Ill. POLEY: IJo - Oh, yea, you mean the use of 
funda? 
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llfi. PAUL: Yea. 

KR. FOLEY: Well, the Secretarr'• point ie, how 
are we ever going to find out whether they are .dsuaing 
their funde? 

H.~JR: I will get in a fellow that can help ae . 
Grana went all through this . 

KR. PAUL: There ia another type I would like you 
to underetand, Jlr. SecretiJ'7. 

B.~JR: I just want hila on this thln~t=~ause I 
just don't think you han had the ki.nd of in lli.nd 
that I han, and I don't see wh1 these fellows fii'D].dn't 
immediately organize ae a fraternal benefioiar,r 100iety. 

KR. PAUL: Take that one. I want you to under­
stand the contrast we have in mind. Take the statute 
that •11• with respect to labor, labor, agricultural, 
or horticultural organizations. Now, that is the only 
ones it exempts. Nothing about what they do with thelr 
moner. 

Now take cemeteries. That is the other class. 

H.~JR: How, excuse me, are theae regulations onea 
that we draw? 

MR. PAUL: No, this ia a statute. 

MR. FOLEY: ihat you would han to do ia change 
the law, Mr. Secretary. 

KR. PAUL: That ia a different matter. We can 
change the law. 

H.K. JR: Well, I have gone through thia thing aa 
a ·law enforcement officer and that is what I am tlilnking 
about, and Harold went through it for me, you aee. 

MR. PAUL: But the other type I want you to under­
stand ia the type where the statute i teelt puts a condition 
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in, that is, for instance, on c ... ter7 comDanies. which 
is in the other clasa. It sa7a--

(Wr. Graves entered the conference.) 

H.Y.JR: Harold, we need a law enforcement officer 
here. These fellows are a bunoh of innocents. Sit down 
a minute. You went through thia thing with me. The 
thing that we have been fussing about here for a long 
time - I mean, these fellows just never heard of anr 
rackets like you and I. They wanted just offhand to 
say, ~e mustn't examine the returns of organizations • 
there are sixteen organizations here that they give. 
"We will just say they are tax exempt. 8 Now, for 
instance, amongst these are a fraternal beneficia:rr 
society or a voluntary employees beneficiary organisa­
tion. I said on either one of those could be organized 
a two percent club. You and I could organize one, and 
we will say, "Now, boys, we are a fraternal beneficiary 
society. You boys have got to chip in two percent of 
your Treasury salary," and then we can give it to the 
Democratic Party, or we can give it to the - could make 
ucy- use we wanted of it, and the Federal Government would 
never know, and they are just chucking these out. 

KR. GRAVES: The returns would be filed, but not 
examined, is that it? 

H.K.JR: No, I don't even know--

KR. GRAVES: Or they would be exempted from filing 
returns? 

KR. PAUL: The statute lists a bunch of different 
types of organizations, and it exempts them. Some of 
them it exe~~~pts--

KR. GRAVES: From filing return or from the tax? 

KR. PAUL: From the tax. The practice has been of 
making those companies or organizations prove their 
right to the exe~tion from the statute , and then they 
don't have to file those returns. 
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!lt'rr: talre lohn~ n.,,... ... "' . ~ t~"" i 't . labor - the 
statute just says a labor organizat ion: If it is a 
labor organization, we have to exempt. The statute 
doesn't state ar:J conditions. Bnt, on the other hand, 
ce~etery compan1es, the statute sa~s - gives conditions 
as to what it does with its funds 1s material on the 
exemption. I t maJ be that the statute isn't perfectly 
drawn , but I don't think •:tc ought to t ry to go beyond 
it without amending it. 

MR. JRAVES: There is a difference between exempt­
in~ a corporation from t ax and exemptin~ it f rom filing 
a r eturn . I think your poi~t is that ~ of these 
coL~anies might well be required to file a return to 
pcrr.U t tracing of funds--

1!R. FOLEY : ;·/ell, 1•hat we 1vere do in" here in this 
category, Harold, \1e 1vere breaking do1m the groups and 
the ones that have an absolute exemption in the statute 
irrespective of how they spend thei r funds , we 1·reren' t 
including in t his T.D. We were including in the T. D. 
the or&anizations that have exemption by virtue of the 
manner in which t hey spend their money . 

MR. PAUL: That i s they must not spend i t for their 
stockhol. ers or get in private business . 

~. FOLEY: As to those, ~Ve aslc for an information 
return to see ;1hether or not the;,r are entitled to a 
continuation of the exemption. 

H.U. JR: Let ~e do this thing in m7 own backward 
manner . ·.ve dll start bnclrnard . Let :r.e just stick to 
this a minute . Let me do i t in a bacb1ard - I mean, I 
will most lil:ely do the back first . This ('roull here, 
\tha t docs this ;;roup hnve to do, if anythinP; , 1n the 
way of filing a return? 

MR. PAUL: It has to at the time it is organized 
submit to the De~nrtment a copy of its char ter or 
organization papers and minutes and it is the practice 
also for them to submit what coney is put in at the 
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time of ita organ;r.Ation And the t iret year's income 
and expenses. 

H. lt!. JR: And then from then ou--

MR. FOLEY: And it aeke tor an exemption and, if 
it gets a ruling from the Bureau that it oomplies under 
one of those provisions, then it never has to do any­
thing again, and as to those we say that we should have 
a T.D. which requires them to file an information 
return which will set forth where the money comes from 
and how--

l!R. GRAVES: Whet is the-­

&IR. PAUL: Not as to those? 

KR. FOLEY: Yes. 

UR. GRAVES: Once or annually? 

H. li.JR: As to those? 

KR. FOLEY: Well, maybe we are not t alking about 
the same category. 

KR. PAUL: You are talking about the other class. 

)IR . FOLEY: Yes. 

H.lt!.JR: No, I want to stick to this. Whet about 
this? 

J.m. PAUL: They don ' t have to tile anything more. 

H. M.JR: \Vell , that is 11l'ong. Now, whet will r.e 
have to do--

MR. PAUL: All right , we can make them, as often 
as we please fi l e - continue to prove that they are 
wi thin the sta~utory classification, but what they ~o 
with their money is utterly immaterial. 
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IIR. GRAVES: Well, 11 that eo? 1lba t the7 do with 
their money 11 utterlY t..&terial, I doubt whether thlt 
is eo. I would aa7 that eo long as their moner is 
received and e~enn&d in accordance with the term• of 
their chart er and eo on, it is all right , but suppose 
you get into this two percent club thing again. 

H.W.JR: Let' a just stick to thlt which rou and 
I went through together . 

IIR. GRAVES: And we had that, rou remaber, Ed, 
where there was a que1tion of funds being brought into 
the so-called two per cent club and expended clear out­
aide the scope of the charter of that organization, and 
the onlf war rou could find out about it was to hive a 
return. 

IIR. PAUL: Those people are violating their 
charter. 

IIR. GRAVES: That is right, t hey did. 

H.K. JR: But there wasn't anrthing we could do 
about it. 

IIR. GRAVES: Nothing we could do about it. 

MR. PAUL: Is that an;r buaineu of ours if thq ar e 
a labor organization? 

H.W. JR: Now, wait a minute. This didn' t hlppen 
to be a labor organization. This was a political 
organization. 

IIR. FOLEY: It was political--

MR. GRAVES: It would come under categorr 16, here. 

H.K.JR: Now, wait a minute, Randolph. Let ' s stick 
to this please . Why shouldn' t these people here - l et ' s 
forget what the statut e is for the minute, rou see, and 
then rou can t ell me what would have to be done to make 
them do this. Why shouldn't this group be made to file 
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an income tax return once a ;rear and say what they do 
with the money, for this reason, that the return would 
be examined and the disposition of funds and, baaed on 
that , we ~ould decide once a ;re~r whether they were tax 
exempt? 

WR. PAUL: Well, I don't see how you can determine 
that they were not tax exempt if they are a labor or 
some other kind of organization that is protected by 
statute. You might prove that they were illegally di­
verting their funds--

H.K.JR: Wait a minute. I am going on the aSSUIIIp­
tion - the fact that the statute doesn 't provide it, 
then maybe we have to do something, but what I am say­
ing is this : If the law - I am going to keep at it 
until I - if the law is such, as I understand it, that 
the teachers ' retirement fund or voluntary employees 
can - must file certain papers, and they are granted 
tax exemption forever, and the Federal Government has 
no right to go and question what they do with the money, 
whether it goes to the officers- it might be organized 
by a dozen fellows just as a holding--

l!R. PAUL: They might be giving too big salaries 
to the officers. 

H.K. JR: Then I say there i s something the matter 
with the law, and I want the law changed. 

J.IR. PAUL: Well, I thinlc we can change the law, 
and we can provide that all of t hese organizations--

H.K.JR: I am bucking this crowd. I can't get 
anywhere with them. 

KR. PAUL: The exemption should be judged not only 
by the charter but by what--

H.M. JR: They are corp'oration lawyers. 

KR. GRAVES: It would seem to me that it is entirely 

, 
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pract~cal - that is, the number of concerns,relctively 
speaklng, :'Ol;lld no~ be .lar~e enough to give us too much 
of an adm1n1strat1ve JOb 1n any connect ion. 

MR. PAUL: It does, apparent:~¥ . 

H.M. JR : Let me give you an example . TI1ere is a 
very mysterious organization which has started uo in 
Minnesota and they have ~ot people all over. ' 

MR. GRAVES: The Mantle Club, I think they call it. 

II .!!. JR: lior~, I say the l.!antle Club should be made 
to file a return. ·:,'hnt are the;r do in~? t:o:~, let me -
you don't mind if I am a little long winded, because I 
nould like to - I want you to kno" how 1 - now, vou 
tell me - I am telling you ~ s~ms . I am teliing 
you what I 11ant for the firs t time, Md ;rou fello'IIS tell 
me how I can get it, you see . Tile fact that - this 
isn't an entirely good case - the fact that J . Edgar 
Hoover told Justice Roberts that somebody gave him an 
order not to tap the tel ephone wires of t~Vo hundred 
Japanese Consuls on the Hawaiian Islands is no excuse 
because I would have pone to the President of the 
United States and said, "!.lr . President , I have got to 
have this, " and the President would have given it to me, 
and , incidentally, I understood that he had that 
authority here in ~ashington, because l got it for him 
from the President. He came to me and I £Qt it for him, 
that he could go into all of these places . But that is 
neither here nor there . 

But the point that I am cettin~ at is, here is 
J. Edgar Hoover with the FBI with atl of these a~ents 
and because somebody tells him he can't do it, these 
"Deople lose their lives . !lo1v, what I am saying is, 
in a much lesser degree, there may be one hund:ed 
organizations under a cloak of one of these t h1nes, and 
we in the Treasury Department can ' t eo in ru:d e~amine. 
them. Senator i'Jheel er may have a new orgamzatlon \~h1ch 
ho has organized and the chances are nine out of ten 
that he has, and we can't find out rtha t he is doing. 
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Now, some - and when it is found out that we ~ranted 
him this exemption five years ago and when - I am not 
satisfied to si t at thi s desk and have people like that , 
you see . 

MR. PAUL: Well, then I t hink -::c ~a~t to a.11end t he 
statute in this way, that the--

H .~.~t : I a.11 not eoin~ to sit here, hecause I 
don't know what this ~tle Club is doin-. l'ihat was that 
bad organization in Cleveland, the Black somethine which 
was so vi cious? The Black Legion. They were the most 
vicious organizat ion. But I am not willin~ just because 
the statute doesn •t permit ':le - I want it, o;entlemen, 
so that I can eo in and look at those or•anbations 
~th a can-opener to protect the United §tates aeains t 
subversive activities under the cloak of one of these 
thin"s . 

!low, subversive activities isn't mine, but at 
least by si tting here and not doing anything, I make it 
poss ible for these fello1~s to organize under one of 
those sixteen categories . Now, does that make i t pl ain? 

MR. FOLEY : Yes, that makes it plain, ~. Secre­
t ari, , and you are puttinR it in the ri~ht war . You can 
say, 'That is vthat I want. Now, how can I go get it ?" 

H.W. JR : 11011, Ed, I have nothing in Mind, nothin~ 
up m1 sleeve. I am being serious. I will call a spade 
a spade . I am not af ter any chtwches. 

lLR. FOLEY: ':/ell, L!r . Secretary, you don ' t have to 
say that to ce . 

H. M.JR: \'/ell , I do want to say it . 

MR. FOLEY: Because you asked me to do so~ethin~ , 

and l'lhen ;rou Sllf, "How can I do it?" I will tell :you ho11 
you can do i t w1thout tryin& to hold back, because it is 
something I think :you ou~ht not to do. 

H.U.JR: But I nean, I want you to - I have got 
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no ulterior thing other than to protect the well-being 
of J11 Aaerloa. 

MR. FOLEY: Su-e. Well, I don't think ln this gr::l {OU haTe to worry about &DlbOdf not being completelT 
tr n telling 7ou how 7ou can do this thing. '!he 
onl.T thing that motintea 1U and the only reason I go 

· along with this breakdown here that these fellows haTe 
suggeated, and\I hnen't worked on thh with them ­
lades has worked on it with them tor me .- is because--

H.K. JR: 1lbT not han Iradee in? 

KR. FOLEY: Yes. Ie becauee, Mr. Secretar7, there 
h eouthlng we oan do about 101:11 ot thea it the7 are 
spending their mone7 wrong, and we can suspend or re­
Take entirel,. the exeaption we haTe giTen them, and 
there isn't &117thing we can do about the other tellowa--

KR. PAUL: Oh, that ia--

KR. POLEY: · It he hat got to tile a return, he 
sars, "I aa a labor organization,• or, "I am a church. 
I don't haTe to file a return.• And it he won't file 
a return, either an information return or a complete 
return, there h nothing we can do about it, and I 
don't think n ought to put oureelna in that position. 

H.K.JR: But how about it the law 1a changed? 

KR. FOLEY: Then, of course, 70u can do something 
about it. 

KR. GB1VES: You require them all to tile returns, 
but nobodf can ear &l!1th!ng. 

KR. PAUL: I think we can put in the law that the 
condition of their exemption h not only that the7 are 
a church, but that the7 spend their mone7 for those pur­
poeee and their exemption shall be judged, not b7 their 
charter, but b7 what the7 do with their mone7. 

H.K.JR: Now 7011 han got 1 t. 
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MR. FOUY: '!'bat rill be a ohanp lD the 1•. 
B.K.JRz 'ftlm let' a quit ahadow boxlDg. bin 

been teylng to get thle out ot me - I mean, it "' ~ 
fault that I henn't eat down and ude 11111••lt plti .. , 
but now that I han ude IQ'Ielt plain, Biii d!:' 1"~! 
what I aean? I mean, it ia lib the wart •--

MR. FOU!: I not onlT 111 what JOU mean, Kr. 
S.oretarr, 1D addition to ,._ngh~ tha law, I th1Dk 7011. 
ought to put out thla T.D. on the onu that ;rou can do 
acaethlng about. 

B.K.JR: Well, now, just one al.nute. If we put 
out thla T.D., im't CoDgl"en apt to aq, "'!hen rou 
don't need the ~·? 

MR. P1UL: IJo, •• can ealily explain to Congren 
that thla T.D. ia as tar aa •• can go. 

MR. FOLY: 1a tar a a we can go under the law. It 
these tallows don't give ua an information return, we 
ear, •Ipao facto, the;r are not spending their mon17 in 
the wq the;r han to apand it in order to continue to 
get thla exemption, and n will ri thdraw the exelllption. • 
'!'bat w can do. M 1ilere ConRr811 fine them an exelllption, 
there ia nothing we oan do a~t i • 

B.K.JR: Well, somebody intora Gt'&Tea and me, without 
rea41Ja:! the whole thing, juat interpolate it. What doea 
that 't.D. &&7? 

MR. P1UL: Well, 1t .Uea them tile a return each 
rear liTing all their expenses, but it does not require 
thea to give the detail ot income or expenditure• UDder 
tour thousand dollars - lteaa ~~~&ller than four thousand 
dollar a. 

H.K. JR: lh7? 
UR. P1UL: That ia only a praotioal adminiatratlve 

utter. 
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H.K.JR: What do you think of th&t? 

MR. GRAVES: I wouldn't think that would be right, 
because in our experience , of course, in these cases 
auoh as the one I think you have in ;ro~r mind where it 
would be ea51 to prevent them from evading by breaking 
it down--

MR. PAUL: No doubt some of them will do that, but 
then we have got to face the factthat we will have more 
detailed returns, and we will hue to large:Qr increase 
the personn.el. '!he Bureau ldoka lllce a steer because 
it can't do the auditing work. 

H.K.JR: What do ;rou think, Harold? 

MR. GRAVES: Well, I am thinking of this in tel'lls 
of having something available to you in t.he event ;rou 
run into a case such as we have run into where you know 
that there is something wrong. 

MR. FOLEY: Then you can always make an investiga­
tion, Harold. 

MR. GRAVES: Yes, but we tried before· that, and you 
remember what happened before. 

MR. FOLEY: Well, there you were deallng with a 
political club. 

(Mr. lades entered the conterence. ) 

MR. GRAVES: We have the e11.111e thing with labor 
.union. . You have your hod carriere unlon ln Chicago, 
!or example, which was a notorious fraud. That gets 
into your Skidmore case in Chicago. 

H.K. JR: Yes. How would you write it? 

llR. GRAVES: Well, I am--
• 

B.K. JR: I ~~ean, you would go right down to the 
laat--
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!!R. GRAVES: I woultln 't hi\Va that four thous&nd 
dollar limitation. 

MR. FOLEY: Chuck, why is the four thuu•und dollar 
limitation in here, in this T.D.? 

UR. KADES: Because it didn't seem to us important 
to have the smaller contributions inserted. I mean, it 
is everybody Who donates to the community who would 
have to have his contr ibution checked and books kept, 
and every fifty cents would have - and five dollar 
billa donated to--

MR. PAUL: It is ! r om the administrath e stand­
point, isn't it? 

MR. KADES: I mean fro111 the standpoint of the tax­
payer, it would be a tremendous burden. 

MR. GRAVES: You mean you would have to check them, 
or you would be authorized to check them? 

KR. KADES: We are authorized to check them now, 
but this requires the taxpayer to keep books on every 
little donation. 

MR. FOLEY: Where does the four thousand dollars 
come !ro111? Who suggested it? 

KR. KADES: Four thousand dollars was picked be­
cause t hat i a the amount of the gift tax exemption. 

KR. PAUL: I t is then a matter of administrative 
difficulty. 

MR. IADES: Not administrative difficulty for us 
so much as administrat ive difficulty for the taxpayers 
submitting returns. 

KR. GRAVES: You lllight want--

KR. FOLEY: Didn' t somebody suggest a t housand 
dollars? 
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Mit. WXS: John wutcd a thousand dollara and 
originally it came over five thousand dollars. John 
wanted it a thousand dollars, and we ~~~&de it tour 
thousand dollars because that had a relationshlp"111~ 
tho ;!.!t tax. 

MR. GRAVES: Could I han a glance at that T. D? 
I have been talking about something I don't know any­
thing about. 

H.K.JR: Take your time, because I have been after 
thia alnce last Jul.¥, and I u going to sit here until 
it is settled. I mean, that is what I aa going to do. 
I aa going to settle one thing at a tiM, one ft1 or 
the other. 

Can you (Graves) read it I talk? 'lhat I want -
coma around here Chuck, and I won't have to talk so 
loud. 

What I want Chuck,is this . There is a mrster ioue 
olub in Klnneapoiis that we don't know about. I want 
to be able to go into any corporation, any of these 
groups, fraternal or beneficiary, teachers' retirement, 
voluntary, and see whether they are being run under 
their charter and what do they do with tlieir money, 
because it might be a subversive organhation or an 
'-trica First Committee or a political club like the 
TWo Percent Club. '!'he ft1 1t ia now they SAT they 
oan' t do it . So I want the law changed so I can. I 
want to !mow - it might be a group of twelve people 
organiaed in order to - inatet.d of a holding. Soae 
~aart fellow that used to be in the business Randolph 
Paul was in aight 141• "Hell, n will organise a 
volunteer ..ployees ' benetioiar,rorganisation. We will 
PAT our money into that . It ia tax exeapt . 'nlen we 
PAT ourselves a salary tr011 that, and it is wholly 
tax exempt . " 

Now, if the law isn't so we could do it, I want the 
law changed. 
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WR. KADES: I see. 

H.M. JR: Just because he can't - now, I am going 
to get onto something which I have never ~otten on 
before . I would like you to lis ten to th1s, Paul. 
\'le have been attacked, and I think correctly so - this 
doesn't come under this thing, but i t is along tha t 
line. 

(Discussion off the record.) 

H. !l. JR: Now, I he.ve got Harold Gt'aves in as my 
temporarily shelved law enforcement officer. 

WR. JRAVES: Flatfoot . 

H.M. JR: Go ahead, Harold. 

lffi. GRAVES: I am assuming this, Ed, that this 
could be required. 

MR. FOLEY: Without changing the law. 

MR. GRAVES : This is submitted once . The exempt 
status i s established but it could be required again. 

Lm. FOLEY: Every year. 

lt!R. GRAVES: Every year. 

UR. PAUL: Well, that does apply for every year • 

..,_ KR. GRAVES: Yes. 

UR. PAUL: April 1. 

MR. GRAVES: Yes. Well , I think it is about as 
far as you can go except that that four thousand dollar 
limit would, I think, permit escape by any fraudulent 
outfi t that wanted to take advantage of it . It could 
conceal t he true character of its organization. 

l.!R. KADES: Well, !.lr . Secretary, t he sole purpose 
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ot the tour thouaand dollar lla1tat1on waa to cl1a1n.hh 
the wn•m :;! t-roab-lc'O=_ th., tur!!1'e~ hacl to go to. 
Now, it we want to reduce that--

B.M.JR: Lit • put" t tnie W&T· SUpposing .. 
hacl the tour thousand, &Del we han the m Club, and 
we want to go into it. Now, i• it ao written that it 
we go in ancl 1&1 - give them the tour thousand, doe• 
that prennt us !rom going in and S&Ting, "You have 
got to accoiiJit !or every cent, • and the;r come back 
ancl 1&71 "Well, we hen got a tour thousand u:~tion, 
eo we don' t have to erplaln &DTthing under that. 

KR. FOLEY: You are suspicious after ;rou look at 
the return, and ;rou 1&1, "''e want 110re intol'll&tion. • 
You 11nd 70ur un in. 

KR. lADES: Under the return, the corporation or 
the aeaooiation reports all ita cli•buraeaents and all 
ita receipts. Then it itemi1ea those under tour thousand. 
Now we can S&T, "We want a further iteahation. • 

KR. FOLEY: You mean those over tour thoueand? 

KR. lADES: I mean all over tour thousand. 

B.M.JR: You know what I would lll&lce it? I would 
we it a hundred dollars. in;rbod;r that gives over i. 
h\IJiclrecl dollars can a!!orcl to uke a record. 

MR. PAUL: We IU"e thinlci.ng ot the record ade b)' 
the organisation. 

YR. llDES: Red Cross, tor example. 

KR. FOLEY: ColllllllD.i t;r Cheah. 

B.M.JR: Wb7 can •t they keep a record o! a hundred 
dollars and over? 

KR. GRAVES: They keep the record undoubtedly, but 
it ie a question o! whet they put on the information 
return. 
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1.7. . FOLEY: They wi 11 show ho1' much they received 
and hov1 much they disbur sed on the totals, and then 
they wi ll ~ive you an itemir.ation for everything over 
four thousand dollars . 

H . l~ . JR : You say the donee and now the recipient. 
·:,'ho are you worryine about? 

~!R. KADES: The Red Cross . 

H. l.!. JR: ·::ell, !11\i' the hell shouldn't the Red 
Cross keep a record of everybody who ~ives over a hundred 
dollars? 

1~. PAUL: ! assume t~ey do keer a record, but the 
question is whether they should file hi~hly vol uninous 
de tails and so on . 

;.m. FOLl:.'Y: It would fill up our files with a lot 
of needless i nformat ion. 

ll.M. JR : No, it is not becauoe the fellow r:ho 
claims a fi fteen percent exemption under this ~if t -
there is a cross check if you have ~ot everythin? over 
a hundr ed dollars. 

MR. ~RAV~S : Titere is a provision here which 
probably covers this point, althou~h I a~ not too sure . 
It Sl\;rs,''thet in addition to the infol'llletion filed herein, 
the Treasury ma7 require any ajditional infor~ation . " 

I assume that covers the point we are talkin: about . 

1!R. PAUL : '.'le have that an7Way . 

l.!R. lrR.AVES: '!li th respect to any or:;anization, if 
we are no t satisfied with the information :-iven on the 
r eturn because it is in these lar~e amounts , as I 
unde rstand this , the Commissioner in any case could go 
to that concern and ask i'or a complete breakdo1·.11 in all 
detail. Is that right , Ed? 

MR. FOLEY: That is absolutely ri~ht , and we 
\Youldn ' t have to have it in there either, harold. If 
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you didn't even have it in there, we have got power in 
the statute to send people in and audit the return. 

I!.W. JR: Are you satisfied? 

l.IR. GRAVES: Yes. 

ldR. PAUL: How, asswning that we still have the 
problem of this other type, and I should say that we 
ought to - if I want to accomplish your purpose right 
down the line, all out , then we ought to amend the 
statute and provide, and Mr . Kades can check me, that 
exe=!iions of these various types shall not be determined 
mere by their certificate and by-laws but also by 
the o aracter of t heir activities, not only by what they 
may do , but by what they do do. 

KR. KADES: As .far as the labor organization is 
concerned, it is very much the aame as re~uiring the 
registration of the l abor unions as the V1nson bill 
proposes to do now. There is a separate bill in 
Confress to r equire t rade associations of employers to 
reg ster and provide all this .financial information. 
That is the only objection I see to that type of in­
formation. It plays right into the hands of those who 
are trying to flnd out what the war chests are of the 
various labor unions . 

KR. PAUL: But this is confidential information. 

llR. KADES: Any Government Department can get it, 
though. 

H.ll .• JR: But look, Chuck, there has been enoul!Jl 
crooked labor organizations who have done great harm 
to the good ones. Now, the honest ones have got nothing 
to worry about, and the crooked ones have, and I think 
to si t here and say that any organization that is tax 
.free - now, we are going all-out to collect outstanding 
income on outstanding thing,, that everybody shoul d moke 
a contribution. If, on the other hand, they are a non­
profit organization, then they are entitled to exemption, 
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but you provide these other orooka with a cloak. What 
is this bod carr iers thing in Chicago? 

XR. GRAVES: It was very bad. I forget the details 
of it. 

H. K. JR: All you have got to do ie to read Pegler ' s 
column, and I am personally willing to face the CIO and 
t he AF of L and the Railroad Brotherhoods. They have 
got nothing to worry about. 

MR. FOLEY: What Chuck means is you will draw 
their fire too, because t hey will protect the other 
fellows. Isn' t that right ? 

I.IR. KADES: Yes, sir, and, ltr. Secretary, in ad­
dition, I realize I am out of line on this with what 
the majority opinion is, but the crookedness in the 
labor organizations is with the l abor leaders, and we 
can get at the labor leaders without requiring a report 
on the union funds by looking into the labor leaders' 
accounts. 

H.M.JR: Wel l , I go back to ~ example that you 
had here of HAwaii . Mr. J . Edgar Hoover gives as his 
excuse there were two hundred Japanese Vice-Consuls on 
the island, because he said he couldn't tap their 
wires. He didn ' t know what was going on. But they 
could tap our wires. Now, I eit here and if I don't 
make a strenuous ef.fort to find out what any or~i­
zation and every or£&nization ia doing from a f1nancial 
income tax return sfandvoint , I don •t think I am living 
up to my job, and I can t help it it any honest organi­
zation - they have got nothing to tear. The crooked 
ones do. Now, I don't think it ia American to permit 
a labor organization to function without makin~ any 
return. If t hey are honest they have got nothing to 
worry about. 

MR. PAUL:. Of course it is true a labor organiza­
tion may be indulging i n all aorta of bu~ineas activity 
tor whioh perhaps they don't pay tax. 
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B.K.JR: low, it we &re going out for an all-out 
tu progr1111, let ' a go out for an all-out tu progr1111. 
I don't aee wh1 we should be afraid of &Df group as 
long as we are fair. 

KR. P!UL: How about - rou take the religious 
ones allot Everr on.;, of them? 

H.K.JR: I think ther all should. At least we 
start w1 th all of th1111. The.n it the people want t o make 
exemptions, then ther make ex~mptions. 

MR. FOLEY: You are on the right track, Mr. Secre­
taey. It rou throw this open to Congreaa and let them 
take another look at the thing--

H.K.JR: Let t hem--

KR. 10 .. : .. . and tell them this is what we han 
done in so lit as t hese organisati ons are concerned 
where we are 7esponsible for the exemptions, and we are 
asking them~ file information returns to see that ther 
are upen4ill« their funds in the manner ther aaaured us thq 
would ellpe114 tieir funds in which we gan them the exemp-
tion. · 

low, .. can't do aurthing about the f ellows that rou 
han exempted and we recoliiJDend, now th.a t we han to look 
in eTe'f'7 nook and cr&nnT for additional income for the 
Gonr1111.e.nt to finance the war, that the whole matter be 
recanT&ssed and that rou eliminate all of the exemptions. 

H.li. JRI That is right . 

KR. roflr: And throw it open to Congress. 

H.K.JR; That is right and let Congress decide . 

UR. F~: And l et Congress decide. 

H.K. JR: Then at least we haTe made an honest 
effort, and if Congress wants to exempt this group or 
that group, O.K. , but at least we state the thing, and 
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othe!'ll'ise they can perfectly well say, "!low, look, it 
you had come to us and said there are two hundred 
Japanese azents in Hawaii , Mr . Hoover, that you t hink 
are doing subversive activities and you want ed the 
authority, we would have given it t o you ." 

Now, maybe they wouldn ' t, but at least Hoover or 
whoeverhis chief was would be at least in the clear 
that he had gone to the Committee . 

How, I pride myself, I like to be a litt le bit 
ahead of of the game . I am confident that there are 
organizations in this countr.7 which are taking the 
place of America First which are hidden under one of 
these things. Now, I don't want to come and - they 
could say, .... 'leU, !.!r. lo!orgenthau, why didn't you 
come? We would have gi ven it to you. " U&rbe they 
will and maybe they won' t. You don't know. The war 
the fellows felt on the seventh of November was quite 
different from the seventh of December , but they for­
get that . Now they are out today to get somebody else 
besides these generals and admirals, but at least I 
want to go - not because I am afraid of my job, but 
because I am afraid of theee organizations, and what 
they will do to the country, and I am afraid of the 
~ntle Club unti l I know, and I am afraid of these 
hundred different organizations which are hiding under 
this thing. Now, we go before Co~ress and say, "Now, 
§entlemen - • and make an honest f1ght, and they say, 
Well, now, wait a minute . This group out and this 

group out. Well then, that is their business . 

!JR. FOLEY: That is right, and your record is 
all right. 

H.M.JR: Yes. Do you agree , Harold? 

UR. GRAVES : A hundred percent. 

H.U. JR: Well, I think we have made a little 
progress today . Well, l et's let the T.D. go. 

WR. FOLEY: ~Tnat amount, Wr. Secretary? A thousand 
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J.!R. 'iRA VES: Four thousl\l\d is all right, I think, 
with that addition. 

H.M.JR: Let' s let the damnthing go. And then 
immediately draft the l egi slation on the other thing. 

MR. FOLEY: Yes . 

I:R. PAUL : Would you draft the legislation, Kades? 
You have been working on it . 

R .~. JR: Well, no~, that i s suf f i cient unto the 
day for this? 

MR. PAUL: Yes. 

U.M. JR: O. K. That is a good morning' s work. 
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J!IIJr: 

T: 

I!MJr: 

T: 

J!IIJr: 

T: 

IDtJr: 

'f: 

IIMJr: 

T: 

Hello. 

Oo U.a4. 

Hello. 

J.,,. .. ...., ~>II. 1942 
10:2) •••• . 

11111 Ml7, Mr. Morsentbau. 

Xu. 

Oood aornJ.ng, Ml'. 8eoretar7. How are 70uf 

I'• tine toda7. 

!bat'• good, eir. We eaw the picture lett 
n1&ht. It vae 'fer'f good. The Preeident en­
JOJed 1t a lot. 

Did he laughf 

Xeah, and 1t'e well done, too. 8ee1dee the 
laughe, it'e avtull7 ole'ferlr done. 

lfha t ' • tha tf 

It'• 'ftr'f ole'ferlr done, betide• being good 
tor a laugh. 

Don't rou think it • • goodf 

314 

Vtr'f good. Nov, it that til• hie, Mr. Seoretarr, 
or aa I returning that to rouf 

Would he l~e itf 

Tber eent it our to ••• but I 41dn' t know 
whether rou aeant h1a to ba'fe it or whether 
:rou wanted to ha'ft it baok again. 

Well - I aean, dou he want 1t tor anrth1ngt 

Well, JOU know - no, not tor anr apeoial reaeon, 
except ve ha'fe a til• librarr and when people 
gi'ft h1a tilae, we put 1t in hie tila librarr. 
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Well, I don't underetand. I ~ean, it's- you 
mean he keeps a library of tilme9 

·:~~ - ~e keep them in the Ar chives, because , 
or course, they have to have a cer tain temperature 
so they don't crack and all that kind of bus i ness . 
When people give him newsreels or himself and 
things like that, we have ~hat we call our film 
library, and we just put them in it. 

Well , if you'd like to have it, o r course, the 
answer i s yes. 

But I mean, I'~ not aaking for it. I just wanted 
t o know what you wanted, whether I was to return 
it or not . 

Well, what we would do normally with it - I ~ean , 
we've had these - we have a thousand copies which 
a re going all over the country. 

Well, I think it' s very useful t o use it now, 
certainly. 

Yea. 

Uh huh. 

To be ehown. 

Yes. All right, 
It's over here. 
morning. 

tine. I'll send it back to you . 
They sent it over to me thia 

And then he dld hear your eoeech, and liked it 
very much. 

He did? 

Yes, sir. 

I went over it word tor word with Mre . Roosevelt 
before I gave it. 

Uh huh. 

And I also talked to Admiral Mcintyre about it. 
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Uh hun. 

And he eaid it wae all right. 

Ye111\. 
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He didn't read the epeeoh, but I ga•e him 
the i dea. 

Yea. 

But the President - he didn't - i t didn't -
there's nothing about i t that •.•.. 

Oh, no, no. He liked it. He eaid it was • ery 
good. 

He did? 

Uh huh. 

Well , that's very sweet ot you. 

Right , sir. 

I have nothing. 

All right, s ir. 

Believe it or not . 

When you have, call me. (Laughs) 

Thank you. 

Good-bye. 
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FOREI GN FUNDS 

Present : Mr. Foley 

January 28, 1942 
10:45 a.m. 

!.!R. FOL:Y : This is a small airplane company up 
in New Jersey ( see attachment 1). 

H.M. JR : Supposing I read this . 

MR. "OLEY: Yes. 

H.M.JR: Well , thi s is all rir;ht . 

MR. FOLEY : A hundred planes smuggled into Mexico 
and di sappeared . 
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H.M.JR: Well now, 
records , we ~ill have a 
t ure and send it to Mr. 
Just the last page . Is 

so we get this straight for my 
photostat of thi s with my signa­
Foley (speaking lo report er) . 
that r ight , Fd'? 

MR. FOLFY : Ye!, thAt i s fine . 

H. !. JR: Now, do you bother to tell Crowley about 
th i s ( see attachment 2) ? 

Mr. Foley: Yes, I hove c!PAred all t hese things I 
am rringing up here. 

Tha t wi l l serve a useful purpose , and we wi l l have 
one l ess to worry about. 
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Thia ia on Sobering (aee attachment 3). I gave 
you a aeJDOrandWR on that. 

H.M. JR: Let me read it. Since I stirred you boya 
up, you have gone to town, haven' t you? 

MR. FOLEY: Sure . Now, there is an outfit -­

B.W.JR: Just a second. You know, I want to -
don't you think --

YR. FOLEY: Those are the caae recorda on each 
one of these individuals. 

H.V. JR: Don•t you think we should in some way let 
State, ~ir, and Navy know, the departaents affected in 
each case, that we are doing this. 

MR. FOLEY: Well, I have talked 

R.M.JR: I mean a letter to the heed. 

MR. FOLEY: Telling them what we did. 

H.!.I.JR: Yes. 

'llR. FOLEY: O.K. 

R.W.JR: I think a letter should go - I wouldn't 
bother - now here I wouldn't bother the President, you 
see, but I would send it to the State, war, and Navy. 

MR. FOLEY: .Ul right, telling them what we have 
done. 

H.W. JR: Yes , a letter from me. 

MR. FOLEY: We had help from Dr. Conant ' s outfit 
on this, and Vannevar Bush gave us a couple of his 
aoient1at a, and they went up there . 

B.M.JR: But as I say, I would write to State, war, 
and Navy. iby not send it to the President and simply 
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let him know? If he doesn't want to r•eo.d it , he doesn ' t 
hove to . I 1\ould. I v.ould v1rite a l etter to the 
President ane zc~d copies to State --

MP. . FOLEY : Send a copy of that? 

H.!.' . JR: That is too long, isn ' t it? 

lm . FOLEY : I can send a copy of the press r elease . 
I have got a press rel. ase t hat summarizes that and gives 
the information as to •hat we have done. 

H.!!. JR: A.re you going to have a press release on 
each of these? 

MR. FOLEY: I think ,;e shouln, yes. 

H.'' . JR: Then why not send theress releases 
Presi~ent , 3te.te , ·~a r , and Navy, an anvbody else 
my sibna ture7 • 

to the 
over 

Mr. . 'FOLEY: All r i ght . A fellow bv the name of 
r.eorge Clallo1vhur, 1• ho is presi~ent of r.ahowhur and Company, 
has ·feen ne~otiatinb to huy R share in this outfit 
and he makes some kind of a suntan lotion called Skol, 
S-k- o-1. He is a promoter, '.lr . Secr•ctar;v, and he has 
been i!ealing solely with t he S"i ss r 11nk in New York for 
t he rurchase of this company, and we ~ant to deny that 
appl 1cation today for a license, and announce the ~emoval 
o·· these officers, because he intends to keep these people 
i n if he buys the company, and u hne r·ead t he files of 
t he comoany and ?le have got a letter over• his s ignature 
to or: Vleltzien, the president of the company, in which 
he says , "I have told you th11 t we have very lorge sums 
of money available through our associates, and are 
adequately financed to purchase a control l ing interest 
in Schering . I have also told you tha t M have connect i ons 
which I believe are second to none i n the present Adminis­
t ration in 'l.'ashing ton, as v:ell as thr•oughout indust ry in 
this country. Furthermore , I have assured you t hat we 
want the exi stinl: m'lna5ement in Schering to remai n. " 

I' 

, 
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H.M.JR: Who is he writing this to? 

KR. FOLEY1 To the president of the companJ. 

H.M. JR: O.K. 
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l!R. FOLEY: He doesn ' t know we got this. We got thia 
reading their files . "Should ~e pQrchaae control of 
the corporation, we would be fled to asiiat ;ou and Dr. 
stragnell to pQrchaae shares n the company. we feel 
that the compan7 shouldn't be sold to anybod7 like that, 
We should first reaove the £eraan personnel and then 
perhaps vest the stock and sell the etock • • 

H.W. JR: Thet is enoQgh. 

MR. FOLEY: I have got two more things. The State 
Department wants to repeal a section of t&e Neutralit7 
Act, and that is the provision which prevents, say, the 
City of Montreal from selling bonds in the United States, 
because Canada is a belligerent of the war (see at t ach· 
ment 4) . 

H.li.JR: The7 want to pel'llit it? 

KR. FOLEY: Yea . We think that OQr co-belligerents 
ought to be able to take advantage of our markets, and 
to the extent they can do that, we will han to put up 
leu for thea • 

.And one last thing. Pehle wants an O.K. froa JOu 
on turning over to the BQreau information that we hen 
on OQr T. F.R. three hundreds that might be of assistance 
to the BQreau of Internal Revenue in connection with 
collecting taxes (see attachment 5). 

H.M. JR: Wonderful. 

liR. FOLEY: The British didn't turn aD7 of their stuff 
over to Internal Revenue, and he thought because of that, 
I ought to put it up to JOu • 
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. , , ... .: _ \. .. .. ... =--... 
MR. FOLEY: I think we ought not to be s~ueamiah 

about it at all. If we have got information ln one part 
of tlie Treasury, we ought to make it available to the 
... . ~ "'' t.~e Treasu,.y. 

H.lA.JR: Sure. 

MR. FOLEY: That clears me up. 

.. 
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TREASURY DEPARTMENT 

INTE R OFFICE COMMU NIC ATION 

DATE Jan, 2(! , 1942, 
Secretary 1 Oi'Eenthnu 

· oley 

I\e : Luscombe .Urolnnc Cor nora tion . 

Officials of t;,e i:avy llepa1•tment , tile \rar Department, 

an.: ti1e Civil Aeronautics Adn-..inistration have indicated in-

forno.lly t hat it Vloulci be ver;· l elpful to them if the Treasury 

::lcpnrt.~en t woulC. place repr•escntatives in the Luscombe Air-

pl.lne Corporal ion, '!'renton , ::el'l Jersey , t o IJake an inves tiua-
~ 

tlon of records and personnel . 

'l'he Luscombe Airplane Corporation is a small concern 

•. ~a:; in•: a li~ht, all cetal airplane, and operates a t ro. lnl!l£ 

school fot· airpl ane :nechanics. A substantial part of the 

stoc:- of t he Cor poration is owned or controlled by one 

Leopol d .lueo Paul ::lotz. 

Klotz was born in Derlin , claims to be a citizen 

of Liechtenstein, and has been denied bot~ Br l t i sh and 

Cano.dian citizenship . Ee entered the United States in 

December 19~9 . There is some evidence t o indicate th...t he 

•\nd his wife , who was born in Sofia, Bulguia, may have been 

Regraded Unclassified



- 2 -
323 

~>rl~ i n t ransferrin~:: t he proceeds to J;u i au t horities in 

·· ~ leo . I t i s also r umored t hat 100 Luccombe ai r plm es 

1.ere nm~~led i nto : •. exico, and t hat Klotz ' s wife maintained 

~ fl:r ine school f or liaz i you t hs at her ho •. le a t Acapulco, 

e.dco. 

T .• o Civil Aer onautics Ad:nlnist r a t ion cannot appr ove 

·1-n es for fl i cht unless t hey are produced by a cor poration, 

t.l leas t ?:;.,; of wilose stock i s c1med by .Uaer i ca.'l c itizens • 

•.. c; do not wa nt t o stop pr oducti on, but , i n view of Klotz ' s 

ow:~e rcl• ip and control of st~ck , t hey hes itate t o continue 

~ ;>pro ovine t he planes. 

1'ile 1:avy Department and t he i'inr Department desire 

lo make use of the skilled personnel at t he Luscombe plant 

lor the r.roduct i on of military pla. ea and parts, but cannot 

so l one aa Y~otz and his associates contr ol t ile corporation 

"nd there ia no assurance t he. t t he personnel are trustworthy • 

If you approve, a small Treasury staff will make 

a thorough investigation of recorda and personnel , which may 

result in recommendations to you for the removal of certain 
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individuals nnd steps to divest Klotz and his associates 

of stock ownership or contr ol . 

I approve: JAN 2 81942 

Jim~~ 
C? 
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T R E A SU RY DEPARI~.:ENT 

INTER O F F ICE COMMU N ICATIO N 

O ATC J~M 2 6 1942 

:;~ct•e tary J.:orgen thau 

:J'. Foley 

The Pilot Re insur ance Compnny, of flew York City , was 
or~o.nized in 19~5 , with capital provided hy two ~rmtlll 
: u1nsvra.nce companies and one Italian insurance c ompany, 
The pr ea ident and t he vice president of tho new company 
v.er~ rccantl;r ueturalized citizens of German orit;ins , The 
ilresBeat , t:r . Carl Schreiner , was also 11 director of 
~unich ?.einsur~~ce Company, which furnished over one- half 
of the capital for the new cor porat ion, anc1 ever since 
its or&hnlzation t he Pilot Reinsurance Como~· , under the 
ilOLiination or u . Schreiner, has been operated primar ily 
in the Gercan i nteres t . The directors of the :.:unich Re­
insurance Company were active in the No.zi movement f r om 
its inception. 'rney helped finance the party, anr' the 
caairman of the board, who is also a director of Pilot 
Reinsurance Company , took a leave of absoace f r om his post 
to uct as Hitler 1 11 Secretary of Commerce from l\7:.!3 until 
l ll:.lS . I n l ll3i and 1~40 the shares of Pilot Reinsurance 
Company owned by t he two German companies were transferred 
to various Dutch, Swias and Swedish holdin& companies . 
Ur. Schreiner , a complete Nazi sympathizer and ardent 
suppor t er of Hitler, has been in Europe since April 1~40 . 
Durl.Ilg his absence the company haa been operated by the 
vice pr esid ent , Mr . A. F. Sadler , as to whose loyal t y there 
is very serious questi on. Apar t from the officers , there 
are only five employees , all of whom have ~rman back­
grounds . 

Pilot Reinsurance Company has ass ets of about 
$3,500, 000 and a t proaent has only f in r einsurance tr~aties 
outstanding. Since June 14 , 1941 , it has been oper at1ng 
unc1er 15 and 30 day licenses . The boud of director s re­
~uested a 1on~ t erm license and s~bmitte~ a plan for 
' ,\;!:ericanizahon" of t he C?rporahon , wh1ch _1n effect would 
"11ve enabled some of the d1rectors Lo oreanue a new company 

/ 
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using (}ei'JIIIIl capital. With ita antecedents and peraoDnel 
it seemed desirable to compel Pilot Rein1urance CODp&DT 
to liquidate. 

~. Louie Pink, Superint endent of Insurance for the 
state ol new York, was called upon for an opinion on the 
importance of the comp&DJ' to the market. Kr. Pink in­
formed ue t het, although there 11 a ~neral ahortage in 
reinsurance facilities and thie comp1ny ie a •good little 
company• which could be Americanized b7 putting one of hia 
men in dlarge, he felt t hat whether the oompan1 •una or 
dies will not have any substantial eff ect upon the condi­
tions• . Atter clearing the matter with Dean icheeon, 
Assistant Secretary of State, and Mr. Leo T. Crowl~, the 
decision was reached to grant the Pilot Reinsurance Company 
only a liquidating licens e at the expiration of ita current 
15-day license. This ie perfectly consistent with our 
treatment of the one large Italian insurance companf and 
the two Itali an banks . This l iquidation wi ll take place 
under the supervision of the !lew York Superintendent. 

r,~. +t . 

Approved: JAN 2 8 1942 1 
1~ - Pl\~:1 ' 

:iea;:e fi.ry of ~ury~. - -
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January 26, 1942. 

TO: Secretary ~~genthau 

FROM: E. H. Foley, Jr. 

Treasury representatives, assisted bj technical 

advisers from the Office of Scientific Research and 

Develop~ent, have been making a thorough investigation 

of Scherine Corporation which i a a $3,000, 000 concern 

with 400 employees . Prior to 1937 Sobering Corporation 

was a directly owned subsidiary of Sobering i.G., one 

of the largest industrial enterprises in Germany, having 

approximately 30,000 employeee . The imerican company 

is today controlled by the German concern through 

no·ainal Swiss ownership. 

Schering Corporation ia producing (in mos t 

instances is the sole source) pharmaceutical producta 

which e.re indispense.ble in the tre&tment of our 

soldiers and t he general public. The moat important 

of these pro~ucta is one for the treatment of ahock, 

especially shock r esulting from severe burna and wounda. 

'1'he use of this preparation is reported by Sobering 

Corporation to have saved the lives of thousands of 

English soldiers after Dunkirk. 
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'l'he rueuoh work of 'sohtrinc Corporation 11 

coDductea UDder the 41rection of Dr. Saw, who 

ia a chta11t of outatt.Dding abilit7. Rtall.l'oh i1 

DOW UD4er ~ which giYea promiae of reaultinc in 

41aooYer1ta of nen greater Uiportance to our n.r 

prograa ana to our national health than the proauota 

at preuu.t beinc -.u.ufacturea. 'l'he United Statu 

Gonrmunt baa a large group of aclentiata conduct­

ing reaeuch alone certain linea parallel to those 

being concluotea b7 Dr. Schwenk ana hia atatf. The 

auoceeaful oou.oluaion of thia work will be of the 

greeteat t..portanoe to our air foroea aa it relates 

to preparationa 11h1oh increase the enaurance of 

aYiatora. fhe teohnioal aa.iaera aacle aY&ilable 

b7 the Ottioe of Sohnt1t1c Reall.l'oh an&:'Dnelop­

ment atate that the ezperienoe ancl abilit7 of 

Dr. Soha'tDlt aDd the uae of the laboratories of 

Soher1QC Corporation are Yitall7 neacled in th11 

work. 

1t the preeent tiaa the ezperience of Dr. SchlrtDlt 

aDd of hh atatf ana the faciU.tiea of Soherinc 
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Corporation are to a .arked degree loet to the GoY~t 

and to the Bation. The teohn1oal a!Yieere etate that 

the Gonl'lllllent doea not dare uae Dr. Schwenk or the 

laboratoriea of the Corporation beoauae of the Geraan 

connection. of the Corporation and t he affi liation. of 

certain of ita Gel"'l&&l peraonnel. In addition, doal.Dat1Dg 

patenta held by the corporation, ao long aa th-.y are in 

control of peraonnel of dubioua loyalty, may atand in 

the way of essential developments in the medical field. 

In fact, the technical adviaera nen fear for the 

actual production of the products now being manufactured 

by SoheriDg. It is conaidered ill!perative by th111 that 

queationable personnel be removed and a trusted acientiat 

asaigned to work closely with Dr. Schwenk in order to 

obtain the value of hie eeuntial lma~rledge needed in 

the production of itama now produced b7 Sohering. 

Until recently, when the Treaeurr Departaent took 

etepa to atop the practice, Schering Corporation aa4 

other aubaidiariee of SoheriDg 1.G. in South •rloa, 

were uaed ae tools to obtain c1Dllar exchange to 

facilitate the operatiou of the lu1 reciM· !be 
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purportca a~le of Sobering Corporatio" in 1937 to 

Swiaa fronts for the Naaia waa arranged in au~ a 

manner aa to asaure the continuance, until etopped 

b)' the TreasurJ Department, of the flow of dollar 

exchange to the laais . In addition, until stopped 

330 

b7 the oooperatiTe aoti.:~n of the Tre&eUl"f Department 

and other goTernment agencies, SoherlDc Corporation 

waa engaged in atepa to uaht in holding the pharu.­

oeutioal aarket in South ~rica for the German 

econoi!IJ until the war wu OYer, and in aupplying 

dollar exoh&nge through South imerioa to the Nas.ia. 

During thh pariod certain prominent personnel fr011 

S~ering .L.G. of Ge1"1118J11 cme to the United States to 

direct the aoti'Yitiea of Sohering Corporation. That 

peraonnel at present doainatea the corporation. 

In order to protect the aouroe of supply of the 

Tital .. dical products made b)' Soher!.ng Corporation 

and to enable the United States GoTeraaant to utilise 

thia corporation and ita expert peraonnel for the 

deTelopaent of preparation& Tital to our war effort, 

the trauury Departaent proposes that the following 
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ptl'loni be • .a!'lllded tl'oa turth .. aot1T1t1u 1a 

Soherlns Corporation& 

1. Dr • .Tullua Wut&hn - Pru14ant; aalarJ' 

approzllllate~ $60,000 a rear; fol'IUI' 

prealdant ot SobArlD.c A.G. of G~; 

antved the United Stat11 in Mar lb88. 

2. Jfr. lfartin Bvllhardt - Head ot legal and 

oo.ptrolli.Jii departlunh; auarr, $9,400 

331 

a rear; former V1oe-Cha1rman ot Soher1Jii A.G. 

ot Ge~; entered the United Statea 1D. 

lfaroh 1988. 

s. Mr. Emit R·-·r - lfanager of pr0110t1on; 

IUarr approxiaatel.J $22,000 & rear; 

toi'IUrlr 1D. the South Aurioan departact 

ot Sohvlns A.G. ot GerMD.7J entered the 

United States in Januarr 1932. 

'· lfr. Han• irclunn - In charge ot •Jiilnllrlns 

an4 Jl&lntenanoe departunta; auary, $10,000 

a rear; former~ dedgner of oh..U.oal. equip­

aent tor SobAring 1.G. of Ge~; antved 

United Stat11 in 1llgUit 1929. 
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S. Dr. Erich Putter - Direct or or biological 

laboratory; aalary, $6, 600 a yearJ former­

lJ director of bacteriological research for 

Sobering A. G. of Germany; entered United 

States in Jul7 1998. 

6. Dr. Gerhard A. Fleischer - Reeearoh chemist; 

salary, $4,900 a year; worked for Soherlng !.G. 

of Germany during Taoatlona and came directlJ 

to United States through Sobering ! .G. after 

craduation in February 1937. 

7. Uias Frida Friderlci - Seoretart to Dr. Schwenk, 

Director of Research; born in United States, but 

educated in Geru.ny where her famil y is now 

liTing; reported to be of pro-Nazi tendencies; 

baa in her custody all confidential £cientific 

aattera of the corporation. 

8. llias Henrietta Lange - Secretary to Dr. Weltzien; 

entered United States in 1923. 

lf this action meets with your approTal we will take 

the neoe11ary step• to put it into tJ•ct. 

JA~'l~Uc 1..,;;:tt; a.<"-;I . ~. ,~ +t. 
Secretary of the Treasury 
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PERSCHtll'L TO BE SUSPENDED FRai 
SCHE!Uii\i ~THII 

Dr. Juliua Welhian. 

~. • -;;.:,.-~;i.ou waa born in Germany 1n J.tiH~ . He 
statee that hie mother ie Jewieh. He waa graduated 
with the degree of Doctor of Lawe from the UniTereit,y 
of Freiberg in 1912. 

He began to work with Sobering !.G. of Gel'liiAJiir 
prior to the laet war. During the laet war he wu 
a eecond lieutenant in the Gel'lll&n .lrm;y. At the con­
clusion of the war he returned t o Sobering !.G. and 
became Vice-President of that concern in 1921. In 
1932 he became President. About 1937 Sobering A.G. 
and ite parent comp&n1, which wae engaged in mining 
and other enterprieee, wer e merged and Dr. Weltzien 
became President of the combined concern. He ie 
reported to have directed the eatabliebment of agenci11 
of Schering i.G. in practicall7 everr countrr in the 
world and ie said to· be an outstanding authorit7 on 
foreign trade. 

Dr. Weltsien wae a oloee friend of Strausser who, 
prior to 1938, wae second in coumand of the Nasi Part7. 
In 1933 Strauseer broke with Hitler as a result of 
Strausser'• attempt to form a government in corroboration 
wi th, the trade unions. Dr. Welt~ien then gave h1a a 
job with Sobering A.G. In 1934 Straueser wae arrested, 
either in the office• of Sobering i.G. or on hie ft1' 
home, and was shot in the etreete of Berlin. Dr. Weltsien 
was also arrested, but wae eoon releaud. He is probab~ 
one of the Terf few aseociatee of Straueeer who is &liTe 
toda7. 

Dr. Weltsien etatee that for eiTeral 7eare 
Sobering A.G. had to euppl7 a ut quota of foreign 
exchange to the Gel'lll&n Gonrnment. By 1937 the 
resources of ite aubeidlariea to suppl7 the required 
amount of foreign- exchange were exhaueted. Soberin& 
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A .G. was then directed by Goering 1 s ot•gani zat ion 
lo sell the Amet•ican subsidiary, but to arran;;e 
the tcr:as of tho sale so tha t approxill!ately the 
sOJUe &~noWlt of forei~;n exchanre would be trans­
ferred from t he Amerlcan coUlpMy to Ge1'08.ny each 
year . Or . 'lleltzien s t ates the t he dhcussed this 
wi til a friend who is an official of Ciba, Basle 
(pharQaceutical manufacturor3), and the nebotiations 
were then undertaken with the Swiss Bank and with 
Ciba. During the course of the negotiations, the 
s~~ested ter~ nere submitted fro~ tioe to time 
t o uoering's deparbent and were changed to meet 
that department's approval. 

Dr. Weltzien report~ that he was asked by 
the Swiss Bank to take over the pr~sidencv of the 
American fir101 as they wanted S014eoue t hey· knew 
lo be in char~e. He states that he had been con­
siderin~ leaving Geruuu~· for so1ne time because 
of cond1 tions there, and t hur .. fore he readily 
accept ed the position. Although it is pos~ible 
that Dr . Vleltzien .uay not bo a Nazi, he obviously 
believes sincerely in the supremacy of the German 
econo~, and his loyalty and ties are basically 
with Gerlllllly. 

It i s also inconceivable, i n light of 
Dr. '.7eltzien 's background, that he could have 
left Ger~v with the ease tha t he ~d wi~hout 
having f1rst co.ne to soue understand1~ w1th the 
German Government. Undoubtedly his departure 
was consented to with the understanding that he 
would ensure that foreign exchance woul~ continue 
to be tro.nsc.i.t ted to Germany and that his skill 
and experience would be ut i lized in maintaining 
German markets in case of war. It is to be noted 
in this connection that his mother and a brother 
and sister are still in Germany. 

• 

' 
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llt.rti.n Bernhardt. 

Bernhardt was born in Gel'lii&DJ' in 1886, and 
is at least part Jewish. He atudied law at the 
University of Breslau, Germany. After he waa 
dis charged from the army in 1917, he went to 
work for the parent company of Sobering !.G. of 
Germany and continued to work for that comp1J11 
for twenty years. He became Vice-Chairman of 
the company and was in charge of personnel. 

He arrived in the United States in 1938 at 
approximately the same time as Dr. Weltaien. It 
is reported by employees of the Sobering Corpo­
ration that on his arrhal he UD.ediateq uaiiiUd 
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a dominating role in Sobering operationa and be­
came Dr. Weltaien's moat trusted associate. It 
is reported that this l ed t o conflict with Dr. 
Stragnell, who complained of Bernhardt' • activities. 
Evidently, since that time Bernhardt has operated 
in a much quieter manner. Bernhardt is ostenaibly 
in charge of the legal department, but it ia dowt­
ful that his services are of 11111oh value due to hU 
lack of knowledge of law as practiced in the United 
States . It is felt that he came to the United 
States with the understanding that he would be one 
of the forces to continue the policies of Schering 
A.G. of Germany in the American concern and tb&t 
essentially he is a watch-dog for the Ge~n 
company. 

Hammer was born in Alaace Lorraine in 1903. 
He began to work for Schering !.G. in the Latin 
Ameri can department in 1925, and took an active 
part in the establishment of the South imarioan 
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agencies of S?hering A.G. In 1929 he was sent 
to Chile and ln 1930 was tranaferred to Schering 
Corporation in the United States. He spent two 
years in. the United Stat es studying promotional 
work • . llis salary durina thte period was paid by 
Scher1ng A.G. of Germany. In 1932 he re-entered 
the United States on an immigrant ' s v isa andre­
ceived his final papers in 1937. 

It is apparent that Mr. !Uunmer was sent here 
by the German company to ensure the continuance 
of its policies, and it is believed that his ties 
and loyalties are to Sobering A.G. of Ger~y. Be 
has a brother, two aunts, and an uncle still in 
Germany . It is curious that Scherine; A.G. should 
send a man from Germany to conduct its proootional 
work, as a man to conduct such activities could 
easily have been obtained in tho United States. 
Hammer att empts to explain this by stating the t 
he underwent a course of tnining in the scientific 
aspect of Schering ' s products before going to Chile. 
This assertion has l i ttle or no value, as the 
products now being manufactured and marketed by 
Sobering A.G. of Germany had n9t been developed 
at that time. ln fact , at the time t hat he came 
to tho United States , Schering Corporation of the 
United States was handling only minor pharma­
ceutical products of a s tandard variety. 

liens Al'd.Dann. 

Erdmann was born in Germany in 1898. He worked 
for Schering A.G. of Germany !rom 1922 until 1929, 
designing chemical equipment . lie came to this country 
in 1929 , but did not jo1n tho Sobering Corporation 
until 1934. He received his final citizenship papers 
in 1936. Be is now in charee of the engineerin& and 
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.aintenance department• of Sobering Corporation. 
At the present tilae, Erdaann haa a .othar and 
ahter in GeJ'11&1l1. He il a oloae aaeooiate of 
the Welt~ien-Bernhardt clique. 

Dr. Erich Pu.tter. 

Dr. Pu.tter ns born in Ge~ in 1892 and waa 
graduated with the degree of K.D. 1n 1916. During 
the laet war he waa a lieutenant in the medioal 
corpa of the German A:rrq. 

He -~ employed by Sobering !.G. of Gel'llllley 
in 1924 aa under-director in the bacteriological 
fi eld, and was later made director. He atates that 
fearing trouble because hie ancestry ia not entire­
ly "ArJan•, he uked Dr. Stragnell and Dr. Welt&ien 
for a job with Sobering Corporation of the United 
States. He and his family cama to thla country in 
April 1938. Ria mother and a sister are still li'Ying 
in Gel'IIWIY• 

He ie at the present time director of the 
biologioal laboratory of Scheri~ Corporation, 
and h conducting research work 1n the bacterio­
logical f ield. Dr . Pu.tter is in a position to 
aacert~i3 the nature of all developments in the 
Scherina laboratories. It is felt that becauae 
of hie long aaeooiation with Sobering !.G. of 
Germany and because of hia German background, it 
would be exceedingly inadvisable to allow him to 
remain with the Sobering Corporation if it ia to 
engage in work of a secret and confidential nature. 

Dr. Gerhard A. Fleischer. 

Dr. Flehoher was born in Germany in 1911 and 
r eceived hie Ph.D. from a university in Danzig in 1986. 

• • 
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During hia aummer vacations he worked for 
Sobering A.G. of Germany doing research work. He 
met Dr. Stragnell in 1936 and accepted a position 
with Sobering Corporation in the United Statea, 
entering this country in February 1937. He has 
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a aiater in Berlin and a aiater in the Dutch East 
Indies. Ria mother ia deceased and he does not 
know where bla father is. He ia at the present 
t ime in charge of research work on protein hormones . 

The technical advisors made available by the 
Office of Scientific Research and Develop~ent feel 
that due to Dr. Fleischer 's German background and 
former connection with Sobering A.G., work of a 
confidential nature could not be turned over to 
the laboratories of Sobering Corporation until he 
ia removed. 

Misa Frida Friderioi . 

llbs Fride.rici was born in 1908 in New York 
City, She returned to Germany in 1913 and re-
entered the United Statea in 1900 on a United 
States paaeport. He.r mother, two aiatara, and 
nlllllaroua other relatives are now HYing in Ge~. 
Her huaband, Arthur Ziahll, n.a born in Gel'liiiJlT, but 
ia now a citizan of the United Statea. He waa 
foraerly a motion picture diatributor of doaeatic 
and !oreip tilu. He distributed German tn .. , but 
Ulaa Frlderioi states he discontinued tbla diatrlbution 
either in 1936 or 1937. He served in the United Statea 
J.rJq during the laat war. 

l(iu Friderlci n.a employed by the Sobering 
Corporation in Kay 1936 aa aeoretary to Dr. Schwenk. 
In thia capacity, aha ha~ custody of practically all 
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confidential sci entific matters of the corporation. 
1~ss Friderici ' s background is essentially German 
and she ls reported by other employees to be strong­
ly pro-llazi in sympathies, 

Miss Henri etta Lange. 

Ul5s Lance was born in Ger~y in 1912. She 
came to the United States in 1922. In 1930 she 
returned to Germany for a visit and in 1933 she 
went to Germany for the purpose of relearning the 
German l anguage. She appli ed for her f irst papers 
in April 1940. She has an uncle and aunt 1 and 
thei r chil dren, still l iving in Germany. 

U.l.ss Lange is a close associate of one J.:ahr , 
who is a skiing instructor , llahr is of German 
birt h , but has been a citizen of the United States 
for nine yeal'S . Several. anonymoua letters have 
been received accusing Jaiss L&.n8e of i:az i activities. 
She states that these letters were probably written 
by a for.ner sui l:or· of he1•s r:ho !>eca.ne extro .. ely 
jealous when she shifted her affections to :.:ahr. 

Little reliance is rlaced on the stateJJients in 
the anonymous letters , but it is believed that be­
cause of her German background, her connection with 
tile GerlllAn skiing group, and her pooi tion as secreta.r y 
to Dr. \'leltzien, it is essential that her relations 
with the corporation be severed. 
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TREASURY DEPARTMENT 

INTER-OFFICE CO~MUNICATION 

OAU .IAN 2 81942 
ro S.eretar,r Morg•nthau 

•~0" Mr. Fole7 

'l'be State Depart~~ent 1a contempl.t.t ing auggu tiug 

that the Preaident adTiae Congreaa to a.end Section 7 

of the Neutralit7 Act of 1939 aa !ollowa: 

•(e) 'l'bia section ahall not be 
operatiTe When the United Stat ea ia 
at war.• 

Section 7 proTidea in part that it ahall be 

unlawful !or &nf peraon in the United Statea to pur­

chaae, aell or exchange obligation• of the goTernmenta 

of foreign belligerent atatea or of aubdiTiaiona thereof, 

or to lll&ke &nJ loan or extend &n7 credit to &n7 auch 

goTernatnt or political aubdiTiaion. 

I! fOu approTe the amendment, will fOU pleaae 

ao indicate in the apace proTided below. 

APPROVED: , JAN 2 8194'2 

, .. ?!1/,-::.:~V\ ( ' ~ 
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llr. Pohle 

TREASURY DEPARTMENT 

INT£R OFFIC£ COMMUNICATION 

3-11 

Q .t. TI! 

JAN 24 1942 

Tbo queat.1cm baa been raised by Int.eraal Revenue as to 

whether tho 1ntormat1on ooot.elned 1D TPft-)00 Reports eao be medo 

a....uable to lt tor the eotorc-t. or t.u cla1aa-

It. 1e .;r undorat&Ddlnc that. 1t. 1.a not the practice or the 

Br1Uab Oonrmaent. to uae censorship ..,t,erl.&l t or --war purposes 

ouch u t.u oollect.lnc· Bo,.ever, 1D the letter a1cned b1 Jlr, Gaston 

OD Jam>ary 19, l942, to the Dlrector of Ceneoreb1p, one of the cl&aaee 

ot o-..orab1p 1ntoru.t10D 1n 'tlb1cb the TreaaiU')' 1Dd.loat.ed 1to 1Dtere&t. 

.... u rouo .... 

• tntern•' t-pt1.oa - Any intonu.tion which would 
1Dd1cat.e och- s or etrorta to &'fOld o r escape 
inooao , protit.e or otJ\or internal t.uoo of tho 
Onlt.ed S tat.ee, 1Doludi.n& t.uoa en alcobollc liquors.• 

U Aaerloan .,...orab1p &Mt.erial 1a to be woed tor tax coUoet.lft& 

purpoaoe, 1\ ""uld be l.ocical to u..- that. the -t.erial tro• tho 'fm-)00 

Roporv oboul.d &lao be a'f&ll&l>le tor ouch purpoaao. 

I IIUCI••t. 7<N. raioo tho aatter at. a 9•30 -Ung and obtaiD tho 

S.orat&z7' 0 deoloioD in order thC> t. tho Fore'-" F\&nda Cootrol a&1 be 

pided aooordlDc~ 1n lt.e ralatl.oU with tho JNreau or Int.en>al Ro .. ...,.. 
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• REASURY DEPARTMENT 

INTER OP'FICE COMMUNICATION 

5eci•etary 1 :o•·genthau 

· •. . Foley 

DAn Jan. 28, 1942. 

Re: Luscombe Airolanc Corporation. 

Officials of t he liavy Department , the War Department, 

anl. the Civil Aer onautics Administration have indicated in-

for Mlly t hat it would be very helpful to them if t he Treasury 

Depart;nent would place representatives in the Luscombe Air­

plane Cor poration , Trenton, Hew Jersey , to make an inveatiea­

tion of records ana personnel, 

The Luscombe Airplane Corporation i& a small concern 

ma~in!; a light , all ~aetal airplane, and operates a training 

school for airplane !IIechanics . A substantial part of the 

stock of t he Cor por ation is owned or controlled by one 

Leopold .Iueo Paul Klotz. 

YJlo tz ,.. born in Berlin , claims to be a citizen 

of Liechtenstein, IDd has been denied bot~ British and 

Canadian citizenship. Ee entered the United States in 

December 19~9 . There is son1e evidence to indicate that he 

and his wife, who was born in Sofia, Bul g&l'ia, may have been 

cn ·a,.cd in aelling r,erman- orme•l securitlc~ in lhe United Shtes 
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.~ . in transferrin:,: t he ~roceeds t o ; . ...zi authorities in 

e.<ico. Ii i.s also r umored t~o.t 100 Luscou1be air•pl"1 P< 

.•.ere ~ ,,1u..; <:;led i n to : .. exico , o.nd t ha t Klotz's wife maintained 

l~ in~ school i'or i.azi youths at· he r haole at Acapulco, 

!: .d co. 

1'.,o Civil ..\e;>onautics A<Ui nistration can not approve 

~.t<ll es fo r !'li:!lt unless t he;: are produced by a corporation, 

f.l leas t 7';, ; o; r.uo~e stock is Cl7neu L;; A.~eri.cun citizens. 

1 •• c; do not wa nt to stop pro~uction, but, in view of Klotz's 

on:tcrs' •ip and control of sto.ck, t hey hesitate t o continue 

~;:>p l' ovinc the planes. 

'!'he i:avy Department and tile '.'.'o. r Depar tment desire 

l o .r.ake use of tile skilled personnel at tile Luscon1be plant 

ior tile production of military pla. es and parts , but cannot 

so lor~ as l~otz and his associates control t ile corporation 

and there is no assurance that t~e per sonnel are trustr;orthy. 

If you approve , a small Treasury staff will make 

a thorou~>h investi.,.ation of records and personnel, which may .., ~ 

result in rooor.unendations to you for the removal of certain 
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individuals and steps t o divest Klotz and his associates 

of stock ownership or control. 

f././ ? /. . 
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TREASURY DEPARTMENT 

IN'nii.OI'l'ICE COMMUNICATION 

OA'fC 

TO ~ecretary Morgenthau 
January 28 , 1942. 

'"o" t; . H. i''oley, Jr. 

I thought you would be interested in the 

attached breakdown of the legal expenses of 

General Aniline and Film for the years 1939, 1940 

and 1941. 

The amount has increased f rom $146,000 in 

1939 to $435,000 in 1941 . 

Attachment. 
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c Jan1W'7 27, 1~ 
0 
p 
Y LIGAL EXPENSES CiF GEli'EIW. .l11Il.Illi & FlU( CCEP<JllTIOI 

~ 1940 

Breed, Abbott and Korgan 114,905. 61• 97,703.07 

CUIIIItinga and Stanley 

Huts md Joa1in 9,888.84** 65,000. 00 

Saxe, Cole aud Anderson 22,155.86 14,126.02 
0 

J.R. Pickerell 15,000.00 

11charda, Lqton & Finger (Wil.aillgton) 

116,444.71 19I,tr&.W 

* Breed, Abbott and Morgan &lao receiTed 
$8,848.26 from General Aniline Worka, Inc. 
and $26,889.92 from tne Agf&-Anaco Corp. 
in 11139. The f orzer was merged into General 
Aniline and Fila on October Sl, 11189 and the 
l&tter waa aerged into G.!. & F. on December 
Sl, 1989. 

**Huh and Joslin receind a total of $65,000 
in 1989, of which $9,888.84 waa f\!d b7 G.A.&F. 
and the balance fro• General Ani e Works, Inc. 
md Agta-Anaco Corp. 

1941 

223,415.44 

100, 547.48 

65,550.00 

28,281. 54 

15,089.00 

2, 500.00 

4SS,S6S.46 
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TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

DATE .IAN 2 81942 

Seoretar7 Morgenthau 

Kr. Fole7 

The State Departaent h contemplating auggutiug 

that the Preaident adYiae Congreea to a.end Section 7 

of the Neutralit7 ~ot of 1999 u followa: 

• (e ) Thh eeetion ehall not be 
operat1Ye when the United Statea ia 
at ar.• 

Section 7 proTidea in part that it shall be 

unlawful for any peraon in the United Statea to pur­

chaae, aell or exchange obligations of the goyernmenta 

of foreign belligerent atatea or of eubdiYiaiona thereof, 

or to make &n7 loan or extend &n7 credit to aD¥ such 

goYernaent o~ political aubdiTieion. 

If you appro•• the aaendaent, will 70u please 

eo indicate in the apace proTided below. 

iPPROVED: , JAN 2 S 1942 

) ,Jfj._ 
I 

.. ??J;,-;:.~~V\ i "' 
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i/2<1'42 

llr . Leo T. Crowley saw Secrot.lt.ry 
yesterday 110rning a."\J t.hen ca.:o L"l to aee 
llr . ?ole;; &n.l discussed tho f'OSiiblli t y of 
sending a joint (HIIJr. and b111Bolf) MilO 

to the President on tho bano.llinll or 
klien property within tho Troaol1t')' until 
eucb time as the rrosidont made up his aind rn the perc.anent. &rr-ange::aont. . 

I The attached memoranJa woro ~ent to 
Leo Crowley about 5:20 on l/27'42 . Ho 
r eturned the or iginal nt 9 :45 n .~ . l /28 '42 
and t he original is still wi th Mr . Foloy. 

Ill. JOLI'f 

1 I \ 
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Tou wl l l recAll that ~ou aut bor l ttu t he ~ecrotary 
o! t.!.c i renury t o dcle;:oto t.o r:l r,l• CQ...Qlll&icmer :;&;.-e 
Ln t.!to rt1ll-;'pLncs , and t o 3Qvernor fo 'ndextcr ln :·awall 
ll o! ;1our ;-oa·cr and &•t l~orl.ty under uclion !: (b) o! 

t .t ·:radl.n,; •~ L': t he Lno::Q .ot. 

I rc;:: t izlr: t o ti::lo ;-ou !.:.avo a r rovcd L?Ccl!lc 
_c ..... anc!.t sul.:!:llt.ed t o _, oa &wtaorl&ln,~ l.!lo ~.ecro !.a.r7 or 
tl.e i reaaurr to talce vAriouG lif !il"l::llt!n action under 
t!.e radr. · 1rtt.l: tt.c ..::c; .:: t. . 

c 1-elievc l !.ttt t\e ;-roHe::~:; ecn&bnll;' .. r;.s!.nr 
ln eon:1ootlcn r; ! t !o t.!:.c control of !orel-:n ~ro~l't;· ::~oo 
!. ~tinea= onlcr;-:-l lle o cla .i:11.le I t..:· nr.llc~ 1\llcr.c cc::l.: be 
uo1•e oLiiO'JUAlelJ <!.c:U. ~ 'Ill U. i! ;rou vcro to ~i;:;n :.!.c: 
• l!.ll~l.ccl oc·.or .. n.:.r.. J t l o; lll : r · l c l!1C • ccrc~-11'.( o! tl:.o 
. rc"uury ]Our 1nt!lcrlt; Urulor aco!.kllll 3( - . uJlll !:. (b) o! 
Lo :-r~dln; 7.1! :.. t l.e i.nc...;,- ol . ,1,~o w<ll •uoii. ;our 
l.oln-: t othorod r.i t.!.. a ;:nltH \llo o! c..!vl .. Jr.l oll.t.oll 

tl'.J .. t t ho aa.oo tbc ovo:J 111\j' ~~o llo c.ole ·ati .n o! 
;'O\.Ql'll .,endl.n;: final clecllllon Lj· • ou on l ' .c over - all 
• .l.:~lnl.a lra ll().'\ of en~· ;-r oport ;•. 

l l!F :DB : J~>P :.. Ll/mp 1/27/42 
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All pGRr G au~1t.; eonfene4 ~ 

~» b)' Seotlo~~a 3(a ) aad :,('b ) o! t !l• ~TadU. !dth 

UA U.V .t.ot, u a:aa4ed, are bereb: 

4olocate4 t o the c.cr.t&r7 of ~ Treulll'j. 

350 
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HMJr: 

Edward 
Fol ey: 

IIMJr: 

f' : 

'!MJr: 

F: 

ID!Jr: 

F: 

HHJr: 

F: 

IIY.Jr : 

F: 

HMJr: 

F: 

HMJr: 

F: 

January 23, 1942 
11:12 a.m. 

351 

I just got a letter tnie minute trom Smathers. 
Hello. 

Xeah. 

In whi ch he critici zes ua t or being so slow 
in not selling this cor pora t ion to the se people. 

Xeah. 

He said he spoke t o you. 

He called you yesterday, and FitzGer ald tur r.ed 
him oYer to me . 

That's right. 

And I t old him that we were about to decide the 
mat ter, and we would have a decision 1n a day 
or t wo. 

Well, now, he wri tee i n here , "Please be good 
enough to look into thi s matter and advi se me 
at the earli est possible momen t." Now, do you 
think we ought to tell him that we have this 
letter, or do you t hink that I should call him 
and eay tha t we'll be glad to explain the thing 
it he'll dr op down here, or what? Xou see? 

Xeah. 

Tbls ie the tirst time we've ever had a metter 
like this. 

Xeah. Well. .... 

I thi nk he'd r eel happier about it it he knew 
about it before the thing wae settled. 

Xes , I t hink probably tha t's t rue. 

Is he a Democrat or a Republican? 

Xeah, he 'e a Democrat from tlew J ersey, and this 
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r: 
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HMJr: 
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outtit ia i.n Blooatiald, New Jaraa7, JOU aee, 
eo thaJ 1 Ye gone to h1a about it, obYiouelJ. 

You aean the one that wante to bu, it! 

Gallowner, Inc., that wante to bu7 Sabering, 
baa gone to b1a, you •••· 

Yea. He ea7e here, "At that time, certain 
reeidente ot 87 State, in ooapan7 with Mr. 
Gallowher.• Vall, now, we'Ye got to explain 
to h1a wn,. 

Yeah. 

1 ••••• ude an otter to purcbaee th1e plant 
through the Swiae Bank ot New York.' Well , 
I th1nt • •• • • 

Vall, u7be the beat thing to do, Mr. Secretar,, 
ia t or JOU to call hi a and M7 tba t 70u 1 Ye 

ed the matter and we are going to - we're 
ng down the application tor a l1cenee, and 

would like to know the taote before it'a 
aed eo that he oan tell Gallovber ••• • • 

~ that ien 1 t the wa7 to do. I think I'll 
1 b1a I aa deciding it, but it he wante to 
p down or elae baYe JOU ooae up to eee hia, 

tither way • 

.t,V right . 

-~ that I haYe Yer7 good reaeone tor turning 
_,..an down. 

~t. 

l call h1a •1•elt. 

right. 

' 

I haYe troa Leo Orowle7 that memorandua 
t we sent oYer to h1a laet night aigned, 
the intoraal way ot doing it, not on the 

~way. 

Jllb. Vall, in Yiew ot what the Preaident aaid, 
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P: 

HMJr: 

F: 

Hli.Jr: 

F: 

Hli.Jr: 

r: 
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I don't vant to do it that MaJ. 

All Hgllt. 

Don 't ;c:: think eo' 

Yeah, I think we 're right. 

353 

Well, I mean - the Preaidant comaa out yeeter­
da)" at tour o 'clock, and aaid that v1th1n a 
couple or weeka I'• going to aet up an inde­
pendent agency. Then I aand it oYer, it I 
re•ember correctly, aek1ng h1• to ~iYe ua 
that authority under the l aw. Ian t t hat what 
I do? 

Wall, th1a •emorandua would e1mply eay , "Pend1ng 
a tin&l deteraination on the part or the Preeident 
ot Vbat he wante to do about the matter,• you 
aak b1m to a1gn the attached met~orandua which 
giTea all or tba authority under the eeot1on to 
you eo that we won't have to be bothering b1m 
about theee queatione ae they come up trom 
time to time. 

Well, that wouldn't be- I'd be willing to do 
that proT1ded be approTee th1e one particular 
moTe. Bello. 

Yeah. The one - you mean in regard to General 
Aniline - about Teating the atook. 

Yeah. 

All right. 

Could you do both? 

Yeah. We could do both. Ve could eend oYer 
a memorandua on General An1l1ne and tb1a • ••orandua 
and eay that in the tuture 1t he do .. n' t want ua 
to bother b1m on apecitic caaee, be could eign 
th1a intormal ilemorandua, and than there wouldn 1 t 
be any public announcement but we'd haTe the 
authority and we coul d go ahead without bothering 
b1•, until he decided how he wanted the whole 
thin& hlt.ndlad. 
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Well!. t1x H up on 'be General Anlline Ule 
... , l auggee,ed, 'hat he hal to appro•• it 
in wbol•· 

Tben if I w~t•~ to 11nd o•er the one tb&• 
Leo Crov1e;y bel done, I oould <1o it 1110. 

'l'ha t' e r1ght. 

Beo.uee I vil1 not more in on Oenera1 Aniline. 

I agree. 

· ODl.eu the Preeident initia11 it. 

I agree. 

Nov, it I giYe hi a 'he Qoold •1 one, that might 
gi•e hia an out, and he'd aign that and not . 
11gn the other. 

Yeah. 

And - hello. 

Yeah. 

Well, he'd aa)', •I'll 1ign that and not the 
other. • 

Yeah. 

I think, Ed, and - I vou1d aand o•er t1ret 
'h• one on General Aniline. 

Yeah. 

Tben vaU a da)'. After we got that elgned, 
then eend oYer the CrOWle)' one. 

Good. Good. 

Beoau1e I don't want to mo•a in - ;you 1ee, 
it he bae theae two p1eoee ot paper - one in 
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wbloh he g1vea •e te~rary authori ty to 
hancUe An111ne and Dye ••••• 

Yeah. 

355 

• • •• • and the other p1eoe ot paper where he 
hae to a pprove 1n vr1 t1ng the An111ne, he 
won't approve the An111ne. 

Yeah. Yeah, I aee. 

Bee vbat I meant 

Bur e. I think that' e r1ght. Bo put that one 
up t o hi• - the one t or the control ot An111ne -
t1ret, and t hen - a couple ot daya later -
aend the other one over, and aay, "Tbla 1a Juat 
eo we won 't have to bo t her you on every one ot 
t hese JB&ttera. • 

Yea. That 1a the way to do 1t; and attar 
aleep1ng on 1t, I wouldn't move on General 
An111ne and move out John Mack and Ambassador 
Bull1tt ••..• 

I think you're absolutely r1ght. 

••..• unleea Franltl 1n Roosevel t puts on F.D.R. 

I think you're absolutely r1ght. 

And 1t he hae an &lternat1ve, he'll take the 
one where he doeen t have to a1gn 1t. 

(Laughs) 

Nov that ' s str1ctlY between ue. 

Vall, you know your •an. 

I know my ll&ll. 

Okay. 

Okay. 

Tb&nlta. 
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