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.,._ ·--TREASURY DEPARTMENT ·h• 

--~~ .. 
WASHINGTON V ,; ~ ..... '/'·~ f.~.,} 
AU4!UAt 28, 1943 ~. ~-., i i4'Jt 

War Finance Starr 

Hon. Henry llorgentbau, 
United Stoteo Treasury 
l'ashington , D. c . 

ll:y dear ltr . Secretery: 

Jr., Secretory 

I n the pest 43 years , since tbe f o•tnding of the llational liegro 
Bueiness League, a great .any i=portant people representing various 
de!l"rtments o.f the goverMent ae well oe outstandJ.ng !'l"iv&te c itioene 
hove spoken on occasions corresponding to our 4)rd ennUB1 geet ing . 
Uthout the s lightest "ental reoervat ion, I u !'l"•Jlf1red to stete tbet 
no pereon hoe ever spoken at • sese!on of the ll~tioMl Negro Busines s 
Le&&\l& whose personal and official !'ppesronce snd who:;p cessagP. •ere 
recoivod with more patriotic cheerfouneos ond enthus iostic a ppreciation 
than yours in Baltimore Wednesday night . 

Ao I said t o you i n your office when Messrs . Houghteling, Allen 
and tnyself bod the brief conference fli th you, tho •PP"BrMce of no 
person in the President ' s cabinet , outside of PreAident Roosevelt 
himaelt, would: have oeant as much to Negro America as yourself, 
r.lr . ~ecrettiry . 

Every Negro newspeper in Amoric• ~11 give both ne-s and editorial 
a:;>ace to your t.i..e1y ~~>essage in their n1lxt iuue. This fact egphaai""" 
t he national and interntttiona1 illoport of the occulon . 

On behDlf , therefore, or colored Al:erica everynere, I ..ant to 
express our appreciation and grAtitude . 

Very truly yours , 

tJ . 
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TO 

TREASURY DEPARTMENT 

INTEII ei"''1CE COMMUN ICATION 

DAft 

J~c·etnry i or;;onthau 

, ·l<>l J:lh Pnul 

Au~ . 28, 1943 

·,;P.lter ·~euther , Vice President nnd ni ••ector of 
~ .oneral: otors )ivis on o' the •li- CIO, discussed 
e hMdlin.:; of -:ar l'ond so.lec at a conference in ClY 

o"'ice .~u~'llst 26, 1943. 

--

?o s'leed ur bono sales, .euther consi<~er s it 
~s·ential th•t saies be harcdled as a jo' nt labor-~ana;::ement 
rcosi tion. J\ccordin3 to ":euther, ''en-r ~l · otors con­

oirtentl has refused t o have l al>or· Fill.lle. ;e .•. ent com.ittees 
~tw hns mac1 a cnnital for itself over tho workers ' bond 
rurohases . i'he' drives , he says, have b ·en 'leneral • otors , 
u!ok, or 1:hevrolet bon• drives r:ith all em, hasis on the 

co!•pAnies rather t htu1 t he workers 11hoso money has .-~.id 
for t he bomls . 

1:auther t akes the posi tlon th•t a nnion coMPii ttee 
shoul d jointly s!lonsor each <•J•ive . le contends that if 
ttl' co•n.any takes the l ea• , it cnn only use it.s tlB.na:;e'1ent 
r.o•ker chfUinels o~ contact' wi th the 1·rorkers . He seid that 
i" the union 7.-ere t>e rni ttec to tnkc tho lPP.d it ·,ould l>e 
•ble to break dom.' ouch r esista ce to bond so las, in fact , 
~~ • •mio'l woHld r.oake the T•orkers '•uy bon•ls i the coJ"!'O.ny 
\OtOtl d onlv let t he union uitc. il . Ve i!\~Lte<> tl-at tlte 

• • I •'1'3' snr ·r coulcl sell " 'lP.n" more millions· or bo'lds " ' roa ·h 
jolot lib"-'''"'""''' ,;,~ -
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TREASURY DEPARTMENT 

INTIII 0"''1CI COiolloiUNIC ATION 

To Secretary llorgenthau 

n ow Randolph Paul 

- DAft 

August 28, 1949 

Following an afternoon conference on a proposal for 
dismissal pay for General Uotors employees , Walter Reuther, 
vice-president and director of the General Motors Depart­
ment U. A. W., returned to my office at 6 p.m., August 26, 
to discuss taxes, 

Sales Tax. I told him that at the present stage it 
was necessary to bulwark equity arguments against the 
sales tax in Congress by pointing out the inflationary 
aspects of the tax and its administrative difficulties. 
Reuther said he was with us on this . 

Individual Excess Income Tax. I asked Reuther his 
attitude on the 1ndiv1dual excess income tax . He said he 
knew little about it . I advi sed him. to get fe.miliar with 
it . 

Social Securitl• I so~ht Reuther's reaction to the 
'i agner 61Il and socul secun ty. Specifically, I asked 
him if his organization would more readily accept a larger 
take if it were in the form of social security than in 
increased income taxes. His answer was Yes . He amrlified 
this answer by saying the UAW members wou1.d be wilhng to 
pay more in veriods of peak earnings for a future invest­
ment. He sa1d if you approach any tax program from the 
point of view of postwar security i t stops opposition to 
Increased payments . 

Voluntar versus Com ulsor Savi a. I asked Reuther 
how he s oo on vo un ary versus comp sory savings. He 
said his people were for voluntary savings. He expressed 
the opinion that we must get the last squeeze out of the 
voluntary plan befor e getting into compulsory savings. He 
then went on to say he thought resistance toward the pur­
chase of bonds will grow, that there is not a genuine 

.... • 
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appreciation of the sacrifices necessary in total war. 
he declared there was "too much veneer ballyhoo" in the 
selling of bonds and that military victories hurt bond 
sales. He finally summed up his position by saying that 
we have to go further with the voluntary program only to 
prove we shall have to have compulsory bond buying later . 

Tax Prosram. We t alked about a $12 billion program, 
the possi61l1ty of squeezing an additional $2 billion out 
of excises and of getting some more revenue out of corpora­
tions . I then asked Reuther where he ~ould put the burden 
if we were to get $8 1/2 billion from individuals , and who 
would be mos t resentful. I tol d him it was impossible to 
get $8 1/2 billion out of the upper brackets . I particularly 
asked him if there r.ould be resentment against increases 
for married people with dependents who have incomes of 
$2 ,500. 

Mr. Reuther replied that the only criterion for a 
tax program is abilit~ to pay . That, he said, ruled out 
the sales tax . He sa1d no one liked high taxes, but the 
key to dissatisfaction wi th increased taxes was inequity. 
He asked how our taxes compared with the British and said 
he thought there was less resentment among the British 
than among Americans . He said the average American feels 
like a sucker. He considers $2 ,500 a subsistence wage 
for a married man with dependents. The G?~ workers will 
be satisfied, he said, if the people in the higher income 
brackets pay a ~roportionate share of the l oad. He pointed 
out that r ation1ng was fair ana taxes should be the same 
way, that if he could go to the G1l workers and say 1!1'. 
Wilson is going to carry his share , the r1orkers v.ill be 
willi~ to do their share. He said if the $25 ,000 sal ary 
limitation ~ere put across , the trouble would be over. 

I then asked Reuther i f he thought it would be fut ile 
to go to Congress with large individual rate increases 
unless there were stiff corporate tax increases . He 
replied that "equality of sacrifice is the key. • 

4 
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I next asked hUn if he thought we mi~t get across 
with $0 bill ion of individual increases i f combined with 
stiff corporation taxes and going as far as we can in 
~rotecting people making around $2 , 500. His answer was : 
Protect the families in levels below $2 ,500 and make the 

peopl e in upper income brackets bear their share. and put 
some ceiling on individual incomes . " He opposed "dis­
ainating manpower• by cuttine dorm living standards and 
took tho .posltion th~t the burden must be placed above 
the $2,500 income level , even though it fell heavil y on 
peopl e making $2 ,800 or $3 ,000. He declared that getting 
the money up hie:h is a symbol. "\7hen you get that you 
can go to the others . " He then expressed the opinion that 
"the key to the tax program is the key to all problems in 
America." 

Reuther went on to say that acceptance of a higher 
tax burden depends upon what OPA is going to do . He 
referred to high pri ces i n restaurants around the plants . 
and said that because of long working hours the workers 
are depending on a meal in the plant as their main meal. 
He said the UAW was trying to get into War Department 
contracts a provision for plant feeding facihties . What 
the Government does on some of these practical problems 
will make "all the difference" in acceptance of the tax 
program, he said . 

Treasury - Labor Relations. Reuther asked with 
which Labor peopl e we me t on taxes and if ~e had an under­
standin~ with the Labor people tnat they were not to "gum 
up the works." I t old him I met Vlith Walsh, Pressman , and 
others . He said if the Treasury came out with a tax pro­
gram and the CIO endorsed it, it put the kiss of death 
upon it. He was of the opinion that CIO's job was to go 
out and beat the bushes and then go on the Hill and help 
get the right kind of pro~ram through. The CIO, he said, 
is now a political liabil1ty and it should be a source of 
strength. He is t rying to keep the CIO from being a narrow 
pressure group . He added that in Michigan the UAW is now 
trying to get the election commissioners to permit people 
to register for voting in the GU plant, Reuther ' s parting 

ohot ,., , 'Tho Whl t o ''"'' ~ iooolotod !" 

5 
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4 ..L..L! L trk s., 
Jl ,{d, 'iho /. 

BRITISH d.ts'sv ,~ 

Honourable 

WASHINGTON. D. C. 

Auguet 28th, 1943 

~~&cf~7-
Tha Obancellor ot the uohaqu.er baa 

eekad me to oonTe7 to JOU the tollowing peraonal 

meaeep, 

" I haTe aeen eide..-otra on reciprocal aid 

which the State Depar\Mnt baa at Tan the Babaeay. 

I am Tery &lad t o raoaiTa t h1e fUrther cler1t1ed 

T1ew point ot the Adm1n1atretion on thie aub~eot 

end you. may be aeeured that I will liT• the .attar 

my cloae paraonal attention. Ae you will undar­

etand the aide-m,mo1re ra1aaa eome qu.eationa whioh 

will haTe to be examined b7 varioue oepartaente 

but thie 1a ba1 ng done ep .. dilJ, When a replJ 1e 

eant I eball &Tail RJaelt ot the trantneaa which 

aakea our baaic relatione eo Yaluable and I am 

oontidant t hat in tbia epirit we aball be able t o 

arriTe a t a autuall7 aatiataotorJ aattl .. ent, " 

BeliaTe me, 
M7 dear Mr. s aoratal'J, 

V•l'J ainoarel J youra, 

MOl'leDth&U, Jr,, 
8eoretar7 ot the Treaaury, 

Waehington, D.c. 
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TREASURY DEPARTMENT 
INTER UFFtC£ COM M UNIC,t..TION 

OAT• AuguS t 28,194~ 

TO Secretory Morgenthau 

subject: 

Mr. White~;;/ 
Lend- leasing of Silver to Friendly Countries. 

Since you first urged the desirability of lend- leasing 
Treasury silver to friendly countries, ' to be returned after 
the war on an ounce for ounce basls , more than 40 million 
ounces of silver have been provided for coinage and war pro­
duction on the above terms. Tbe countries to whom silver has 
been lend-leased are: 

Country 

United Kingdom(2 requisitions) 
Fij i Islands(United Kingdom) 
Australia 
surinam and curacao(Netherlande) 
India(agreed, but not delivered) 

Total 

ounces 

15 , 075,000 
196,000 

5,050 , 000 
58~ ,000 

20,000 , 000 

40,904,000 

There are now pending requests for silver from the 
following countries : 

Country 

Ethiopia (for.coinage) 
Saudi Arabia (for coinage) 
Netherlands (for coinage) 
India (anti-inflation sale a) 

ounces 

5 .4~0 ,000 
7 , 000, 000 
71.~25,000 

100,000,000 

In the case of Ethi opia and saudi Arabia, the state 
Department h as told us and written us that the foreign policy 
of the United States would be furthered by the lend- leasing 
or silver to these countries tor their coinage needs. 

.~ • 
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PAhAPHhASl: OF TEl.CGRi.J-1 TO CALCUTTA 

NO: 643 

Thls 1 A l n refar •' ncP t o t•lll~rRm no. 1182 £el\ t to 
r.uun~l-lnl' by t he DP"' rtr.·"'l t on tllf 2bth o r AutUSt, 19~;5. 
t•t 2 l) , W. 

F'On ADLCR ?ROll Tll£ ''ECRETAR'I OF TH c TR!:A!:UhY 

1. Tt.e Trescury he.'-· umd"' ~t rranpF-t..'-"'n t e t o have 
1. ••O" l VC ~1 CCC for your ncc:ount •:1 th tt.~ C:u;rt;f'red 
brill< of Inola, Austr r! l P P'IC C1.1no Cel~utts brt.nch. 
1"r.r re n .. ncs Co~r~ to co~er t1. ~ ex'f'nnrf"S o: your trio to 
P Ol !'r<>•· I rt\1& , by o l r 1f 'lCCfli)GBl'Y , oR Tr<'asury con- · 
r vlt.unt.. Tk ;€ TrE-3PUl "Y lo.l : l ·s:'o ull or your eX('(•!l f" ftG 

C:.ur1nl ;,.nls trl!l , 1nc !.1..-Ci n~ ,, er tl lca. 

~. You At' ... t.r:reby r uthor.t?. ncl t.o drau on t.t.Jr ac.:cc,unt, 
1. 1 \.t. f xt. r nt. of t'' pE"r .· ny fur oubn'e t.~'lce, plu r truv,1l lnt! 
l " l'l'n~nr plu s uec C., ftt.H'V e x tv'nneB \ r'l clri" 1t.al t o nt!f'l''l'ri!).LI1l 
yv~.o.-r· 11\ t t J.e&. 

;J. You 211oulc r Pwlt bock tn the UnlLed Str.tts the 
u 1urec "urtlon of your account. t.JlLl1 t.lt fl!l' cr,.;ortFJ'£>0 BEink 
Un your rc;.urn ;..., CIJUnt:klnl', 9lr 8 , P 1111 o<.t nccHeery 
t~n.a ,. ,, •oucLer s ;.·hlch c.ry b~ tlbtll lned st Lhe Al.~rlcr. n 
£..bur..'"~' ~tnc rorvar O t he:. t.o 'Fr~"AOUJ"y. 

8 

~. I ra c:lst'u:;s.J..onr ·.lt.h Inc.lrno , orfl -:·1.ol ~r.c. unoJflc:~ l, 
:rcc.rv.r; l.!ln-::r yo"' t .J t. Pp 1n 1 .. 1nr. \.t. t t. tJ,.-, ri.Lscufe-_un~ 
roc.nrl.lllr:. lt·zlrl- le&:'"' i.Ol 01 ~11ver rn~ f' l • F c.f l o::· ~Jre 
~r~A1nl ~liJf...P t.n :, ·ulltt.J n 1H\t not. lr. l i1G l t' bnrl a - .. ·.:>h 
~trte r"'· CJt c •:. T. - ,1 lqcur.rtlonr. nr t- helnt con.l lt"'!: :.o .\ 
v ~ r.v .... -ll t_rou-p of A~o"rlcun Brl~lPh &nri InC~ l Jtn : ..... ,.e. 
f•n t. \.lver. •rr eesury · lrtl.-n lt t o be clenr~.Y uHl.Z l ' l'Jtol .l 
Lt,..t vou (Ire golnf: t o I nH11 to 1nvoo Llrntc !.!<> n<l ltlono " nc! 
n~ t. t.o rJ~ec1t l ~ Le ~·ltl. I nrlf tlP . 

b . Tre~ c:oury oP t>uwr !I yoll. r.A v u or. en Trec...Pury 
Aut'ua\. '-.t: , Pli..d~ , t.df.rr .. e•rl 1 •. ~ you l n Chunt it1ne. 
Lnvrn• t . l 'tlOuert A.ld~: rlCP H F'!.lbO ... IfY. ct,un~k lnr . to 
\.t~lB r •• e r~L~P to yo\<.. 

t'!.cLle o 1 
lf you 

trPtH1Ll 1 L 
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!U 
1h11 toloc;~ :uo~ be 
~&phrased t cfore t e1ng 
oo~unicQt~ d to ~on• 

other than ~ Gover~e ntal 
D&UO~ • ( JlR) 

Socret&r/ of Sta~~ , 

Caloutt& 

~at od Au~ot ZS , 1943 

Co:n:i:!cs io~er o~ ... ::cLe l!f>n~~o 1 re~orta no ebarae 

1::~: t:..e Ce :--rcJab aJ. thi a h ~.,!,~;.. ""ollowed up. 

J.:A::c:.u.» 

cow :oj : Q-;;1-43 
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OPTBL No. 283. 

/() 

COPY llO_L) 

~niormation received up to 10 n,m, 28th Aug, 1943, 

l . ~. 

"' t: "'" C) Midday 27th, An escort group patrolling off 
- :0: .... ~ortl'\t'Yest Spain was attacked by 13 Dornier air craft , one ... 
of H.~t sloops was sunk and o. Cnnadian destroyer was 

l:: 
~a~. 
i, Jrn OPERATIO:~ . ,. 

185 escorted Fortresses • WESTERN F!IOliT . 27th. 

bombed cilitary opjectives near St. ocer in good visibility 

dropping 330 tons , 3 are oissing. 36 escorted Uarauders 

bombed Poix airfi~, l cissins. 2 out of 6 esoo•ted 

attacked Gosnay pouor sto.t1on1 3 missin~ . 70 Squadrons 

fighters operated in conJunction with these and other 

operations , 7 Svitf1res missing . flus t r.ngs diUl!Liged 13 

locor•otives in llorthern France . Total enellly casualties. 

19. 13 . 14. 
27th/28th. Aircro.ft despatched , Nurecber g 

heavies (33 cis sing), Duisburg 4 tlosqui tos , Sea tlllling 47 

~ellingtons (l missing) leaflets Northern France 10 1 

Intruders 33· Prelimwnry reports !illl'Ctlber& state weather 

!ine but visibility ooderate to poor . 
~. 25th/26th, 76 Wellingtons atteck6d 

Tar anto railway centre dropping 131 tons . 
26th. ?8 escorted rortroosos attncl<ed Copua 

airfield destroying 16 aircraft on the ground. Mar auders 

and Hitchells dropped 117 tons on Orl\zzanise nirfield 20 

miles Nor th l.est or Jlaplea and a satollito l andJ.ne ground 

de&troying 8 eircrnrt on the ground . 24 Mi tchells boobed 11 

roed and r n11 junction e t Locri . BneQY ceaue1t1es 14. ~ . 9, 

Ours 6 cis sing. 
SARDIIIIA. 47 Wnrt:awks attecked the Ccrloforte 

ar ea , l missing . Regraded Unclassified



omJ, NO. 286. 

Falloring 1o euppleMntary ...,,_ or oporotioJlOl evonta eovortnc 

tho period 2lot to 28th A-.uat, 1943. 

1, ~ 

Alliod Novel llnita made daily all<l unoppooacl swoops in tho TniRHENIAN 

SEie arfl orr tho C.u.tBRllll Cout, 

SUBfARIIiE WWARE. Tho nUDbtr or U- boot o at """ 1s much a1110Uer 

than reeontly, ob1pp1nc lcuoo were noc.U.Ciblo, no ob!po ,... loot cro. tJ-boot 

ootion in the ATL.\NTIC which remains abaolutol7 quiet, There oro illllicotions 

that a C....ab croup oC IJ-booto may hove reached tho OAPET<JIN Artn. S\llr.l.r,- or 

anti-aulurino attocko during Aucuat reportacl to nnon 25th• mabtr or ottocko 

by ohorebeoacl oireratt - 35, by Carrier-borne oircrott - 7, by 11orab1po • 33 , 

Sunk allll probtbly sunk by aircratt - 10, by llarab!ps • 6. Pooa1blo ounk by 

a1rorott - 2 , by llorsb!po - ), Probebly duqod by airorett - 4. Poaaibly 

du.maged by e,ircrart .. 1. 

SHIPPII«i CA$11ALTIIS, lJ'oa 2lot to 27th incluoivo, tho Olll7 t .. 

ehipo reported torpedoed wore a U,S, Ship (which roached po;ot.) in tho lo!ll!TEI 

IWII&II cllll a British ob!p aunlt in tho Illl>I/JI OC!Wl . In addition, a 

wos aunk allll one British allll one u.s. abip claagod by ..ircrort in tho t....,>T'I'FJ!­

R.~Ja:AN . The u.s. ehip and PCLJlfi.Mnian Tanker reported laet week t.o.rp«loed in 

COD.O:J ott Nmrotr.IDI.JJ(I) are now known t.o bava bean doM.god in coUieions . 

Btmq SHipp II/C. Froa 16th to )lot July, 6 ab!po totalllnc 13,124 

tona were aunlc or Which 10, 100 tona in lmi>I'I'ERAAIII!IJl, Since olooing the 

smiT OF IIESSII«, ""-' eootrallod llerchant Shipping in J.B)I'I'ERRi.JIUll boa been 

out in two . Thore aro about 980, 000 tone in Wes-tern and about 760,000 tont 1D 

Eoot.orn LEDI~, includinc BLACK SEA. RecoOJlOisaanco o£ TOUUtl :nrd, 

shnacl ei&ht-inch Cruioar 1A1Gt~UE1 renoetod and 1n dry dock, 

~. Week ending 22nd, five oeoan convoys arrived daa-tiDilt.iono 

Without l .. e, .!aport in COftVO)f into tJII!IlD lm;ll(JI week Ollllin& 2lot • 282,000 

tone . Jl., oll. 

2 . HILWJlY 

06rman divioiona in IT;!. I . No chengo 1n totol number Corman d1•11o1oi1B 

in Southam ollll C<lntral ITJ.LI, but na:roupinc has probeblJo continuacl, Believed 

bulle Go,....n d1vioiono Scuthorn ITALY n"" fairly evenly d1ttr1butacl Cor dof•a:><'• 

or Ooest bet ween RClE and GULF OJ' '1'~. Nov believed tome of troop movo­

..,nta Which prorlously appoorad to be 4eotinod for Itallan Occupied ZoDI> oC 

i'RI.NC& continued to }lorthorn ITA.LY whore tot.al Gerwen divioiona arc at lcaat. 

Cour, 

~. Now bolioved no foundation tor earlier report• Japenese 

nonoentnt.t.ng troops t or forward oovemont in ;.R;JU.N. Recont activity JliYU 

Pen1D.I\Ilt probobly roliet of forwtrd t roopa , Japonooe however otrqtheninc 

thoir poait1ona pr otoctinc 11J.11NCll/Jl- BUTIIIDAUNG Rood, 

NICCJ!W!S, The Jtponeso hs .. built berrocko ollll ore conotNCtinc 1 

landing 11roullll on CJJI NICOBJJI, the Northormoet leland or group, 

3. AIR OPERJ.tiOt§ 

I!ESD!RN FRq!t. Nigl>t. 2 0
)81 Sortioa, 96 Urerort 101oo1nc. IEVI'JUm; 

Denao cloud. proventod any obeel"'V&tion and att.clt not bolilvcd 1ucceutul .• 

ilf&Ui. Qoed ... tber, conoo·ntrated att.lck, largo ercas in Weat ond Southwoat. 

part ot 01t7 daM!\"'!, but Ml dotoUo not yot avoiloble, HnaY)' attack on 

NURDoBUIIO on 2?t11,f2Bth, no dctoU~ yet , 

Soo·llininc on CUrly large ooale. Dq, u.s. beabera eaeortod by 

fi(llt.ero mode • oerioo or hoaVT a ttocko on oirfioldo in Northern .f!WICE, Coo­

siderable tigbtor oppoa1tion enco~terod on eovoral cccaaiona . Beatons mado 

otfoctiw low lowtl attack on powor otatioo at ()UJ:RLI!IjDI, BRITI'aiiY •llll on 

GOSNAY powor atation, Fighter Beaboro damaged ot least 26 loo ... ti•tt in 

FIWICE.Pid BEt.OIIIo. Fortrooooo r oturntnc troa ,JRlCJ. ottacked aircraft co~r 

ot.n>ct..., work1 at BORDEs.UX, In tll theoe cperotiono Allloo loot )1 airorott. 
Regraded Unclassified
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lllal• About 26 - al.uratt. operated oow S.Sf /JtGLU and ~ 

OOUNriES. SeYen won doatroJwd, 

!I.DITE!!!l4l!l+lf JJII4• It.U.I.IIIrouchout ..It boaYJ attaol<a •l.ntalJ>oel 

on ralln7 contrea ill lloutbonl 17.11.1. llrtieldo at I'OOOU, CJUI. ...S GIIAZ­

ZANISII aloo attookocl and J4 &iroratt. doatrc,..S on tho srcuocl. it the be&ill­

nine or t.bo wool< OMIIQ' tichtar• raoctod ab&rpl¥, Eacortocl Fortrooooc IlK ·trGI 

!lO to 7' o.r-n ...S Italian tichtara wbl.ob 11'1od to Intercept, !'boao att.pt.o 

ra1locl to prevent our r ..... u .... raachinc and boolbills their ®joo•ino and 

proved oootly to tho ••<IIY• Durills tho latter port or t.bo pcriocl the n111ber 

ot onsr tichtora ~teen ... Ter7 aucb lell. 

Wllcl· EllCIIQ' lcat twz: aircratt. ill a nisht attaol< on P.u.ER!JO, In 

all theao •tBDITV~ Operations tho ~lliua loat 27 aircraft, 

~· T.wno 1o reaoon to ouppoao that tbe Gorano han bun ec.pol­

lod to v1thdra1< rart o! their bollbcr and clo .. ·oupport !ore .. trc. lt!WUUl'i 

Sootor to ... t tho Ruaaion orConoive towordo ST.u.INO and that thor oro havina 

Jl'Mt ditticultr 1ll -tills oll t.boir oom1-nto . 

4. 

li!al!· .ttool< or 25th/26th July, ~po Tlorka was tho oontro or 

claaoso ill thio nid which ca\llocl u II1ICh ....._ to the plont u oll tho previcuo 

atta.oke put toscthor, Twolve or tbirtoon powor or gc~nerator atat.ione a.nr1 

boiler houace boYo been dauage-d and sovorol cooling towora dutroyod, 

!II.GENSBUI!!l. PiNil illterprat.ation <>! photccnpha eontina *Y1 
da=ago all ovor tho Moeaorechru.idt norke ot which nearly evory building waa 

attocted to a01110 extent, 

ly!l!liJ!&Ill• Photop-opil.o 16th, c<>nl'1nl Wpc>rtant d.oma8<o to a !actor7 

making anov.red voh1olea and 1ank. compononte olao to Northern Sootion ot I .a. 
h .rbcn1nduotrie. 

~QHE~, ·tttaol< en JOth/)lat July now prcwocl outotandl.ncl1 1\ICCOIO• 

M. 900r bui t-up aroa 1n centre doetrorod tnd 3oeo strootc elmoot ob­

lltoratod b7 debrio, lh>ch daJI&&o ill •• 1opcrtant otoclworka and an enaineerills 

won • . 
llm!All!· Attock by Pishtor C<>oaond oircr~t on 17th, cauaocl great 

.U.So to the otael worko with practically none outaido. 

~· ~uch cllllulativo <lamase to ohippina in the port ond to q\1011, 

warobouaoa ond dook 1nat.ellat1ona. J.roo botwoon aiein etation a.nd docke alJDoet 

dnaatated. 

S. HCJit SECURIU 

01v111on caoualtioa week ondina 25th: !tilled - ono, Sorloualy 

wounded • two. 

12 
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COPI NO . /3 

Qm!L NO. 284 

Intormation received up to 10 a., ID, , 29th Ausuat, 1943. 

!al!1'l'El!!lAil!!AI1· One or H.~ . Submarino• aonlc a liDI:ll ehip on 27th 

'"" oohDoMr CD 28th. Prcmiain& attacks on 2 u-boata wore mede by airerd't rr<~~~ 

U.S, auxillaey corrior 1l> AZORES area CD 27tb. One ot H,it, Deatro)'U& aallk c 

u-boat ott CAP& FiliiS!EME 28tb, 2 bel<la ot eben rubber vere pi.eltccl up. o.• ._ 

2. Am ftRAtiot§ 

11ESlJ!Rl! lROfli· 27th/28th. NlJRNBMG. 1, 6'11 tons droppcc! 1n­

clUII1nc 319 4,000 poum H.E, ODI 822 tcoo or incendiorioo in SO ainutes , Clear 

woatbor and good visibility. Marker bom'oa clearly eoen and good concentration 

ot boabins aohiavod o.e attack progreoaed . Lo.rso contlegrotions soon to covor 

1/idc area , A/A alight but many aesrchlighta co-oparatina with strona fighter 

op >Oii tion • 5 an- caiccc! deat.roycd • 

28th, In otteelta on Canal. end Railooy tratrio in BrLGltL and 

llortborn nwml, fighters destroyed or dal>o&od 23 borcea, 7 lococotives and 

2 tugo , 

lW<J• 26t.l!/2?tb. rol.l1n&tcM dropped 90 tooo • • the roilwor 

cent.ro at BlCNOLI ""or lUPUS, 

27th. Eacortod heavy aod Mdi .. boabera dropped a total ot )75 

t.ona on nUwl,f objectives at sUUJaa, BENEVENTO and CASERTA, causin& eonaidor• 

oba da,..ge. Ene"'l' caoue.ltieo 20.4, 5, 0- 3 l>onbero and 2 fighters JOis•ina· 

Rood ond raUva,y Junctlona on the toot ot IT.LI wore attacked by 136 cediUI!I, 

111JIUVVd30 1VRSVM 

Z ~ I lid : 911'1 061 
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KM.Jr: 

Dan 
Bell: 

HMJr: 

B: 

I!MJr: 

B: 

HMJr: 

B: 

HMJr: 

B! 

I!MJr: 

B: 

HMJr: 

Hello. 

Yea, eir. 

Are you making a recordt 

I hope i~ 'e a good one. 

It' e a good one. 

Yea. 

August JO, 
9136 a.m. 

Well, I aav the Preaident yeaterday and he knew what 
I vas going to tal.k to him about and he aa1d - I aa1d ~· 
"' want to talk about By~nee• - and he said, 1 about • 
compulsory aavinga• and I aaid, "Tha t' s only part ot 
it.• Than I got on the directive and he unhea1tatingly 
aaid, 1 Byrnea oan't iaaue any directive to you.• 

Really? 

Yeah. And he eaid, "He can only do it through the 
Preeident. 1 And he ie very poeitive about it. 

The Executive Order doeen't eay that. 

I know. He' a very poaitive that ve ehould go through 
with t he volu.nteer program - ~hat nobod7 ahould d1aouaa 
coapulaor y eavinga. And he aaid, 1When th1e loan ia 
over,• he eaid, i Henry, you and I will eit dovn and 
we'll review the aituation and aee vnether ve can do 
another one. It ve oan do another one, we' ll go on. 
It you and I think ve cartt do a fourth War Loan,• he 
aaid, ·~en we 'll talk about what the next plan will 
be.• But he aaid, •r.erybody baa got to keep quiet 
troa now on. 1 

I'd aay it vee a very auocaaetul conference then. 

He vaa very definite about it. And I - then I vent on 
to aay, 1You know, Mr. Preaident, it you were in the 
inauranoe bueineaa and you tried to eell aoaething and 
eomebod7 waa conatantly undal'lllining you, how d1tt1oult 
it ie to get youreelt acroaa.• And he eaid' 1 I know.• 
He eaid, •We 've Jua~ got to atop th1e talk. And -
ao then I got on thia thing about getting aoaeth1ng in 
writing and in a very niot friendly way he aaid, •Well, 
you know, Henry, hov I batt to put anything in writinc.• 

Regraded Unclassified
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Cont' d 

B: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8 : 

IOIJr: 

B: 

HMJr: 

B: 

HMJr: 

15 
- 2 -

And 1 aaid, "I knov , Mr. Praa1dent, but it aeema to •e 
.you ought to. • "Vall, nov , • he said, 0 ! 111 get - .you 
and Jimmy and I vill ge t together.• And he aaid, "I'll 
settl e this thing i n three ainutea. • So I aaid, 'Vall, 
I hope .you oan but i t vill be eo much better in vriting.• 
And he aaid, "Well, let me aee,• be aaid, "I can aettla 
thie thing in three minutea.• So I told him hov tor the 
laat week or ten daye ! Jue t couldn't put my mind on my 
work because or thia - where I should be thinking about 
aaleamanebip, I waa Jue t thinking about thia. So be kept 
repeating, "I 'll get you together and eettle th1a.• 

Uh huh. 

But - and then I aaid, "Arter all, all I asked Byrnea 
to do -• what you did- vaa to correc t hiaaelt.i 

Uh huh. Could you talk up a little? We're haYing a 
time hearing you. 

I aaid, "All I asked Byrnee to do wae what you did." 
Can you hear me nov? 

Yee. That's better. 

"To correct your etatement. • 

Uh huh . 

So evidently either, I imagine, Tuesday or Wedneeday 
he will get us together and eo I think that'a about 
all anybody oould expect. 

I think it was completely aucceaetul. 

I mean, I never really thought that he' d give me t he 
thing in wri ting but one doean't know- it Byrnea 
abould ge t •ery pig-headed, aeet Hello? 

Yea. 

Then the President may have to do it. 

Well , I'd eay- yeah, I think that' e right. It all 
dependa on wha t comes out or the conference. 

But certainly, in the Preaident'a mind, no directive ­
I eaid to him - I aaid, "After all, I don't think - I 
oame down to work r or you aa a Cabinet member.• And I 

·' • 
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Cont1 d 
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HMJr: 

Bt 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 
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aa1d, 1 I 1ll get ay order• tro• you,• but I aa1d, 'but 
I'm not going to take them tree a nybod7 else.• 

Did th1e cover the whole aubJect, i ncluding t axeat 

Well, i t's- no, ve didn' t go into that. I mean, I 
Just made 1t perteotly clear a nd he made it perfectly 
clear and- tha t Byrnee vae not the Aaaiatant Preeident. 

And he couldn't give you directive• on a ny eubject 
touching the tieoal trent. 

No, ve didn ' t ge t dovn to tha t . The President eaid, 
1 Byrnee can't give you any ordera on anything except 
through .... • 

Well, that'• pret ty clear. 

There vae no - he vae very emphatic - no heei ta ncy on 
hie part. 

Well , that 'e about ae much ae you can expec t it i t' • 
t olloved up Vith a conference and have an underetand­
ing vi th the other tvo peopl e. Ien't i t t 

Nov, one thing that I 'd like Mra. Klotz t o get trom 
Paul and DuBoie 11 exactly the eame eat ot vhat I 
gave the President eo that vhen I go i n the r oom, 
my tabe are the aame •• the one I gave him, a nd he 
begins to vork in a conference, I vant to have a 
duplicat e ot vhat he '• go t. 

Uh huh. Same eet vith comparable tabe eo that you ca n 
tollov hi11? 

'l'ha t 1 I right. 

All right. 

Nov, I ·got on to Social Security - 11 Paul theret 

:tee, lir. 

And the Pr eaident aaid, •:tcu knov, Henry, I've been 
groping tor aomething, that 11 - thia aounde good and 
I like it.• And he eaid •I want you to get i t to 
me and, vi th George and boughtcn, bef ore the 14th ot 
September. 

Yea. 

• 
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~ov, 1 - I expl ained it to b1a aa tar ae I oan under­
etand it a nd I underatand it fai r ly vel~ eo ay tnougnt 
vaa - I thought ve ought to aim t or a aeeting with 
that big group t or Thursday at 4:00 o'clock. 

'lbureday at 11-:00 o ' clock th11 week' 

Xean. 

All right. 

Ever ybody 1n tne ·rreaeury - let' e b1gh-preuure our ­
eel vee and lick thi l thing into enape wi th all 
refinement or whatever i a neseaeary. 

Well, nov will thia be a mee ting on Soolal Seouritr' 

No, wi th the eaae group • . .. 

.. .. • 

·lbe whole aubJeott 

Xeah. But vna t we' ll do i a to preaent a tax plan v1th 
a eooial eeouritr integrated- a nd Wi th alterna tive 
plana the way Blough talked and the war I undera t and 
Paul ia thinking and we'll - Paul and I Vlll have to 
ge t together, eeet 

Xee. But along the line tna t you t alked at your 
meeting the other dayt 

'lbat 'e right. 

I aea. 

And 1 tnougnt that it Paul 1a tree tonigh t t or 
aupper , I could e1t down v i th b1a and dlougil. 

Juat a aoaent . (Pauea) Xae, ther 're tree. 

Well, doea he want Burrer - Burrer 
much to me - doea he want Surrey? 
willing to nave Ilia. 

doeen't cont r ibute 
I 'a perteotlr 

He thinks that Surray ought t o be ther e even though 
he doean' t contribute beoauae hi baa to tollov throaib 
and draft the ••.. 

All right. Well, then 1t Mra. llotz will aee that the 
chicken or wha t ever tnere 11 - non-rationed tood -
t our people ie a t ar houee tonight. 
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Al l rlgn~. vna~ ~iaet 

on, around 7:30. 

7:30. All right, eir. 

"Olen I'• going rull-ettaa on tn11. II ll'red S.ith 
tneret 

No, he ien't. 

On, gee. I rorgo~ Smith. Can aoaebod1 aend r or n1at 

Juat a aoment. 

I don't knov vh7 I rorgo~ n1a. 

18 

All right. Do JOU vant t o talk to Mre. llot& in her 
orrioe vbile ve're tending ror Saitbt She '• got eoae­
tb1ng abe vant to talk to 70u •.•. 

She eaya ane oan do it at tne end but Smith 1an't here. 

All r 1ght. Sne oan etep 1n~o her room and •.. • 

All right. 

•••• vhl.le ve are vu ting ror Sa1 th. 

And then JOU 1ll come back on her~ 

Xee. 

Do JOU vant an7 or tne reet or uet 

Xee, beoauee I ' •• got ae•eral otnar tnlnge. 

All right. 8Je. 
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August 30, 19113 
91115 a .•. 

Well , did you tell Smith the good nevaT Wi ll yout 

Juat started and he'a go t the gie t or it, yea. 

Some how or other- I don' t know- in listing everybody 
I f orgot poor li ttle Smith. 

(Laughs) Well, he's hera nov. 

All right. Nov, I want , in my nama, t o eend a telegram 
to the President or DuPont th1e morning and ask t or 
George Albee'• service• tro• nov until the tirs t or 
October. I want that to go out th1e morning. 

All right. Fred 's got it. 

Unless Smith thinks he can - I think the way to do is 
to go to the President ot DuPont and not to the Adver­
t1aing Manager. 

He agrees. 

Whatt 

He agreee. 

Bu t i f we are going to do all theae teaturea, I need 
Albea. 

All right. 

Nov, I ' ve got - I'm reading eoma memos that I've made. 
I am very much disappointed tha t two veeke have paaaad 
and noth1ng haa happened about spreading that survey 
tha t we were doing a t Buffalo. See? 

I eea. 

And Blough haa given me a lot or alibis. 

(Laugha) He aaye they are not hie alibis but he hae 
given them to you. 

I know but nothing's happened. Nov , what I want ia, 
Dan, I want George Haaa to organize th1a th1ng properly. 
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Ha oan either do it with h1a own people or vo l unteer&. 
And I want to check aoaa other placea to aee wbatber -
What'• goi ng on on apend1nc. 

In other words, you want to dupl i cate the Liker t aurvey 
at Burralo in other oitiaat 

Wall, now - only I want to do i t better. 

Bigger and ba tter , buht 

leah, and I want it done damn quick. I'm sick and tired 
or aitting around and waiting. It' a t he moat important 
thing or all and I'm Juat not going to be blurr ed on it. 

All r ight. See what we oan dO. 

And George could ge t volunteera. There are a l ot or 
people that love to do aomething and would volunteer ir 
we haven't got the money. 

Xou' ve got a - probably got eome central agenciea you 
oan go to and get volun t eer&. Moat cities have them. 

Alao the Car negie Fund might give ua some money. We 
could ask through Randolph Burgeaa •.•. 

x • •. 
•• . . and aee. 

Yea, Burgess migh t get aome tb1ng on that. 

The Carnegie Fund money- but I don't want to- you 
get over to hia- I don ' t want to a1t around talking 
about it t or ano ther two weeka. 

All r i ght. 

And I r eali%e it' a Liker t a nd not Bl ough but I didn't 
give i t to Blough to t ollow and nothing did happen 
and Blough can def end himaelt it he wants to. He 
knowe bow since he's been back on the rarm in I ndiana. 

(Laughs ) All right. 

And, I want to do that talk in O. I. O. 

What 1a that' 
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We are going to do that t alk in Detroit. 

O.I.O. When is that' 

The 6th, 1en 1 t iU 

The 6th. 

Xeab. 

'Yea,• Fred oaya. That'o right. 

Does Frank I abey want me? 

Juat a moment. (Talk• aaide.) Ted hadn't been 
able to get hold ot Iabey up to Saturday. 

t eah. 

He'll try to do 1t today. 

All r i ght. 

All right. 

And, that's a bout all I 've got. 

Anybody got- Just a moment. (Aside: Anybody got -
a nybody got any thing') Just a moment. Fred Smi th 
hae one thing. 

Well, bet ore Fred goea on - thle io very muoh in the 
room - hello? 

Yea. 

21 

.... • 

When I oa1d that- illuatrated t be tac t that wha t'a-hla­
name- Byrnea- wouldn 't change, you eee? 

X ea. 

'l'he President eaid, 'Well, new, • be aaid, •Somebody ia 
going to have to change.• He aaid , 'That repor t to 
Congreee on Lend-Leaea,• he aa i d , ' Harry Hopkins 
okayed that without ohcwing 1 t to me. • And he ea1d, 
' I t hasn ' t gone up to Congress yet and when i t goee, i t' • 
going to be changed, because,• he aaid, ' I 'm not ' oing 
to talk about giving away the debt at tar thio war. He 
said, 'The never ahowed it to me and wnen it goea up , • 

Regraded Unclassified



I!)IJr : 
(Cont'd) 

B: 

HXJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HXJr: 

B1 

HMJr: 

B: 

HXJr: 

B: 

HXJr1 

B: 

HXJrl 

- 4 - 22 

be ea id, •and t he)' are goi ng to have t o eay it • a• print­
ed wrong or aometb1ng or other, but, • he aa1d, 1it

1
e 

going to be entirely different wben it goes up to 
Congreee. 1 

Good t or bill. But, it had been made public. That ' e bad . 

'lhen be eaid , 1 I 111 Juet not going to eay that . 1 I 
mea n, he waa uai ng that aa an illuet r ati on. 

Yea. 

But Hopkine had okayed eo11ethlng t hat's going to be 
changed. It the)' could do i t , well J i mmy Byrne• oould. 

Well, a PPa.rentll' be'e l ooki ng a t the whole a1 tua tion .•. 
then. 

Well, the ~ole 11eeting waa the niceet tone. Mra. 
tbau aaid abe had never aeen hill in a better hu•or, 
11ore relaxed. After all, the man oame do~ t or lunoh 
knowing what I wanted .• •• 

I eee. 

• •. • and i nvited himself for lunch. I didn ' t 1nv1te .••• 

Oh, he came to your houee, huh' 

t eah. I didn't invite hill. 

Oh, that' • f ine. 

He i n vi ted hllleelt. 

Well, )'OU can't turn down the Pree1dent vben he i nvitee 
bi uelt. (Laugha ) 

Oh, I don't turn down an)' ot Cl'···· 

(Laugha ) 

•• • • f r iend& who 1nv1te t hemaelvee. But I 11ean- then 
I had to do 1t in 117 own houae , which waa quite ell­
ba r r aea1ng . 

I aee . Yeah. He waa a gueat. 

What' 
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Had to do it at a gueet, huht 

Yeah. But knowing What I wanted - tor the aan to 1&7 
he'd oome down, I thought the whole thing vat a• nioe 
a apirit at I ' •• eYer eeen. 

Uh - wae there anr indication tbat the Pr eeident knew 
about it through Brrneet 

Detini tely. 

Ob, he had heard abou t it thent 

Sure. 

So, you were there eeoond after all. 

Oh, yeah. 

(Laughe) 

+tell John L. Sullivan .... 

He'e right here listening. 

~· 

- in New Haaapebire but they don't in Vaahington. 

(Laugha) Yeah, he's taking it in, 

Wb.a t. 

He '• taking it in. All right, ~ere's Fred. 

(Speaking &tide: You did tell him about ltt) Uh- uh­
Ilot&y eaid ehe told you about thie euggeation we bad 
about getting the Labor Leadera in here to get eome 
t retb material on the epeecbee ...• 

Yeah. 

There'• another thing, I euppoee abe told rou, too, the 
-in thing to oome out ot that would be a elgned etate­
ment by all three leadare - or by tba tvo leader• and 
the brotherhood, it rou want hi•, which would ba three -
and then rou would be perteot17 clear in making thie 
C.I.O. apeeoh without getting any critlci .. tro• the 
A.r. ot L. or anrbo41 elee. It you eprung the atatement 
out in your apeeoh. 

• 
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Yeah. It ' a all right wi th ae but pleaae consult with 
Larry Houghteling. 

That' a r ight. We alr eady have. That's where the 
idea was cooked up. I wae talking to hia the other 
day. 

Good. 

And that' s where it waa- it all evolved out ot it. 
I didn't think ot it all ayeelt . 

You didn't thi nk ot i t all by youreelt' 

He. I ehould have, but I didn't. 

WhaU 

I ahould have, but I didn't. 

Well - uh - okay . I have no •••• 

You can do it early this weak , huh? It ought to be 
done. You know the 6th •••. 

Oh, yea. 

••.• 1e coaing up awtul quick. 

You have thea ooae up and I'll - I'll be ready when 
t hey're ready. 

Okay. All right, I 'll ge t hold ot Houghtaling right 
awaJ. 

HMJr : And I'll be down late thia a f ternoon. 

S: All right. 

HMJr: God bleee you all. 

91 Thank you. 

HMJr: This 1a Xate 9&1 th signing ott. 

Dan Bell: 'lha t waa a good - that waa a good week-end. 

HMJr: What' 

24 
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'lha t was a good week-end. 

I t hought so. 

Sure, that was ewell. 

What? 

Just a minute. (Aside: Huh?) Fred Smltn wante to 
know it tne President brought along h1a ration book. 

No, but I'll tell you a very amusing etory. Hello. 

Yea. 

I gathered he'd had a meal tllla week-end - thla ie all 
very much in tne family- witb Sa~ Rosenman and Mra. 
Rosenman called up Miaa Tully and aaid, 1You know we 
only have oleomargerine. Do you thlnk that you could 
land ua some butter t or tne Presi dent and let him have 
it? • So Miss Tully aaya, 1 !1o. • She add, •rr you have 
oleomar ger1ne, let the President eat it and learn what 
the other halt haa to eat.• 

(Laughs) That'a very good. So sne didn't .. .. 

She said, "I wasn't going to lend Dorothy any butter.• 

(Laughs) That'e pretty good. 

Mrs. Klotz knows the name t or that. You old people 
know i t . I t's knovn aa 1hut~pa•. 

Yeah. All r i gh t, that '• very good. 

Did I pronounce i t correctly, Mra. X1ot~? 

She said you dld. 

Well, ask her 1! I'm right on that? 

She aays you are r ignt. 

'l'na t' a just unadul tara ted • hu ttpa •. 

(Laughs) 'Xes, she ahaya ••.• 

Paul will know what that i l . He practices law in 
York. 

,. -
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All r ight. Tha t '• ver y good. 

WhaU 

Very good week-end. 

Yeah. I'm glad you're all - I'm quite happy abou t it. 
We can ' t end to our bu1ineea now. 

Yeah. We all f eel very good. 

26 

And I like thi a idea about aocial aeouri tY a nd i nci­
den tally, I s t ressed the tact with the President that 
I wanted a tax bill that had a aocial outlook that • 
even it i t couldn't pan , at l eaa t it would be aometh1~g • 
to point to wi th p r ide and the whole t hing -- he said , 
"I' ve been gropinR t or aomethlng, and," he said, ' that'• 
it and I like it • ., 

Fine. 

And I told him that Altmeyer didn't like it- di~n 't 
want t o have any thing to do with it a nd that didn't 
seem to bother t he Preeident one bit. 

All right. 

You ' d better begin to s tudY eooial security so that 
you know, at least, ae much ae I do which ie very 
l1 t tle. 

Wel.l. •.• 

ll ell , to any extent. 

...• J don't know anything about it. 

Well, thia- I have the Wagner bill, in brief, and 
Article 7 bothera me abou t how they t r eat the 
military service and al~o the part t hat the Social 
Security i a goi ng to collect the money instead ot 
the Bureau ot Internal Revenue. Now, I 've got th1a 
review which has been given to me and you'd all better 
get a copy ot i t trom Roy Blough. 

Yea, Roy aaya he has it. 
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And Section 1 - 0Pereona who are engaged i n military 
aerv i oe• - all or that bothera me a nd , ae I aay, 
Section 6, paragraph A - ' Adminiatration• - it puta 
entirely unde r Sooial Security Board - out trom under 
the Bur eau. Tha t may be good- I don' t know. 

Well, that vas to aome extent agreed upon with t he 
Commissioner or In ternal Revenue .. .. 

Xeah • 

27 

• ... becauee or the dirrloultiea they have had in get t ing 
together on administrative problema. 

And Section 9 - ' Granta to Statea• - that part I want ~. 
ta lk about, too. 

Yeah. 

So I think it Bell - it everybody will be given a 
copy- Ia White in the roomt 

Yea, air. 

All right . 

Want to talk to himt 

Well , just - when I get in tomorrow I vant to tsllt 
to him about that Netherlands loan lt he oan be ready 
and have the aturr r eady t or me. Hello? 

Harry eays he got your lnetruotiona on the Netherlande 
loan. He doesn't agree vlth you but •..• 

Well, a t least have it ready the vay I vant it and then 
we ca n a.rgue abou t it. 

'!'bat' s r ight. He vlll. 

What? 

Yea, he 'll have it the vay you vant i t . 

And then ve can argue about it. 

'!hat' a rlgll t. Mr. Morgen thau, are you bringing baolt 
the pamphlet that ve pr epared r or you - you know -
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that you gave the Preaident - youra - have you got 
youra vith you? 

Oh, yu. 

Well , ve don't really have to make 
l'll r 1x it up wnen you oome baok. 
take thr ee things out. 

All right. 

We don't have to put anything in. 

~ou vent to eave man-houra? 

up another one. 
We Jua t ha ve to 

Well , it's a big Job and it'a unneoeasary unleea you 
need it. 

l Just vant it ao that i t run a ao that my tab nwabera 
are the aaae aa . ..• 

We'll have it exaotly the same vhen you come back­
bring it back. 

I vent one Just like tne President's. 

~ou a hall have it. 

All r ight. 

No thing elsa? 

Not r or tne moment. 

'!'bank you. Good bye. 

2s I 

,. 
• 
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August 30, 1943 

This afternoon I called up Miss Grace Tully 
and told her that the President said he would see 
Nr. James Byrnes and me Tuesday or Wednesday. She 
said she would give the President that message. 
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GROUP 

August SO, 1943 
5:00 p.m. 

Present: Mr. Boll 
}lr . Gaston 
lolr . Paul 
Mr. Snith 
lolr . Sulli nn 
!.lr. Whl to 
Jlr, Thcmpson 
Wr . Gamble 
llr. Blough 
lolr. Haaa 
Mrs. Klotz 

H . ~1. JR: Well, most of you have boon in on this 
battl e, and I suppose those o£ you who haven't know about 
it . We will be all ri ght now. I just want to thank all 
of you for support during tho last t en days . It wi ll 
never end, but at least if you want anotb.er round - this 
is for those - there are only two people who don't know 
about it, Thcmpson and George. 

We had a little argument as between Jimml B,rrnos and 
myself, and the President sided with mo. 

WR. BELL: We won again . (Laugb.tor) 

WR. HAAS: That is getting quite regular. 

H.M.JR: Well, it is one of these things you have 
got t a win, tb.at is all there is to it . 

MR. GASTON : It certainly makes the wb.ole tb.ing worth 
wbile, doesn't it? " 

H.M. JR: I don 't know, Herbert . (Laugb.tor) I don't 
get any fun out of winning. 

30 
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MR. GASTO!l : Wnat I meant to say was, it is a queation 
tha t has to be decided. 

H.M.JR: Oh, yes, but for t en days I wasn't much good 
for anything else . 

31 

LfR. GASTON : Pressing for a decision when the situation 
was uncer tain was well worth whil e. 

H.U. JR: Oh, yes . I couldn't have done anything else. 
But I mean, when I was young and I used to have these 
fights around town and we would win we kind of - · I remember 
one day Foley came in and we bad a bottle of this Mexican 
brandy that Harry \'lhi t e paid for - I forget what the row 
waa. 

WRS. KLOTZ : I think that was with Leo Crowl ey. 

l!R. \\HITE: It could only have been one of six. 
(Laughter) 

H.M.JR: But, anyway, i t is better to win than to 
lose; I will say that . I want to thank you boys after­
wards ; if you will stay afterwards a minute, Paul, I want 
to ask you ~ich one of your men can help me on a certain 
job I have here. 

The only thing that I IB ve which is of any importance -
Den, I em sorry I can't agree ~ith you . I am not going to 
make Hall an assistant t o the Secretery. It is all r ight 
with you, isn't it? 

(Wr. Smith and Kr. Gamble entered the conference. ) 

MR. BELL: Putting it tha t wey I guess it is all ri ght 
with me . (Laughter) 

H.M.JR I was just kidding. \\hy just because - I 
mean this thing of precedent. Thls is a man by the name 
of Hall who is an investment banker from Chicago. He baa 
been down here to ride herd on other bankers - why should 
I make him an assistant to the Secretary until I know if 
he is any good or not~ 
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MR. BELL: His predecessors have al~ been essistantsi 
and the industry sort of expects it, and I think they wil 
be disappointed if you don't give this man an assistant 
title . 

H.M. JR: v.ho is Fol ger? 

32 

MR. BELL : He is the man that gave the luncheon the 
other day, and he will be the next president of the associa­
tion. 

H.M.JR: How much difference does it make, Kr. Gamble? 

MR. GAMBLE: I think it makes quite a little bit of 
difference. I·think we increase his effectiveness wi th 
the bank people. 

H .14. JR: \\'he t? 

MR. GAMBLE: I think we increase his effectiveness . 

H.M. JR: You really want it? 

~!R. GAMBLE: Yes. 

H.M. JR: O.K. 
(Kamorandum dated August 30, 1942 addressed to the 

Secretary and signed by Kr. Bell initialed by the Secretary.) 

H .li. JR: iU'. Thanpson? 

liR. THOMPSON: Commissioner Helvering has recommended 
a one- step promotion for forty- seven of his collectors. 
The increased work load seems to justify it. 

H.M.JR: O.K.? 

MR. SULLIVAN: Yea , 

(Memorandum t o the Sscretary fran Mr. Helvering dated 
August 18 initialed by the Secre tary.) 
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H.M. JR: Is that two hundred? 

MR. THOMPSON: Two hundr ed in some cases, and two­
fifty in others. 

H.M.JR: I suppose you will let them know thet 
election i s coming along next year. (Laughter) 

MR. SULLIVAN: No u~e to us - once they get in there 
they are no good. 

H.M.JR: Even if you tell them before you give them a 
pranotion? (Laugh~er) 

MR. SULLIVAN: Congreamnn Forand of Rhode Island on 
Ways and Means wrote in t oday to see i f we couldn ' t get an 
increase fo r the collector in Rhode I sl and. I notice be 
is not on that list. 

MR. THOMPSON : Forty-seven out of the sixty-four . "The 
others," the Commissioner said, "are either at the top of the 
grades, or work load didn 't justify the promotion.• 

H.M.JR: O.K. Anything else? 

lffi. THO!.IPSON : That is all. 
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H.W.JR: Did Charley Bell get the railroads straightened 
out to move the forty-seven--

YR. THOMPSON : Pretty well straightened out. Every time 
we get it straightened out they want another car. 

H.M. JR: I asked for four cars. 

MR. THOMPSON: It is up to ten now, I believe. 

YR: GAMBLE: I t hink it is nine . The original was 
six, Mr. Secretary. 

H.W. JR: Four and--

• • • 
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UR. GAMBLE: ••• a baggage car. 

H.Y.JR: You want to make a bet you didn ' t ask me 
to ask Joe Eastman for tour? 

MR. GAMBLE: That is correct, and a baggage car . 

H.Y.JR: Four cars were all. I have a written conver­
sation . Want to bet? All I said was four cars. 

MR. GAMBLE: Four Pullm.ans a baggage car and a dining 
car. 

MR. WlliTE: Don't bet, the Secretary never forgets 
those kinds of things . {Laughter) 

R.W.JR: ibat is it now? 

MR. THOMPSON: Apparently they have a large group and 
need more accommodations . 

MRS. KLOTZ: He is getting it. 

H.M.JR: But the bigger ~t gets 
back at he, He has written a letter 
lth:t are you making it so big? 

"' 

Eesbnan will came 
disapproving it . 

UR. GAMBLE: I think the £ning ia they added one 
additional car and a parlor car. They have added two 
cars, an additional Pullman to take care of the people, 
and instead of adding two diners they added a parlor car 
to teke care of the--

H.M.JR: Bow many sleeping cars? 

MR. GAMBLE : Five sleeping cars . 

MR. THOMPSON: It will ride nicer - a heavier train. 
{Lau(l:b.ter) 

WRS. KLOTZ: You have to take care of them. 
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H.M.JR: It is too big. We wi ll get into trouble 
on it. 

MR. GAMBLE: Bell is u.nder instructions from me to 
go ahead and set the tour and tell the people in Hollrood 
fhat is the way to handle it, period. I told him tha this 
morning. 

MR. BELL: I have a change in the savings bond circular 
I would like to get approved . 

(Second Revision of War Savings Bond circular approved 
by the Secretary.) 

MR. BELL: Also the estimates for the· National 
Gallery that you have to approve as part of the Finance 
Canmittee , It is fifteen thousand up. 

(Document approving budget estimates of the National 
Gallery of Art signed by the Secretary.) 

YR. BELL: I talked to Mr. Haas about the project 
that you suggested this morning, and he suggested that we 
get Miss Joy over from the Bureau of Labor Stati stics. 
We find that she was already working on a somewhat similar 
project for Jones, 

H.M.JR: For who? 

WR. BB.L: J~nes , the Food Administrator. She got 
it all worked up, and last week they cai led her and told 
her that it was out the window. Apparently their budget 
wouldn ' t stand it . 

Now you have the situation that you had last year 
facing you Where the Congress turned it down cold after a 
good many letters had been written. It is a question of 
whether we want to go ahead. It might be possible to talk 
to Jones about it, reinstate the project over there as part 
of the Food Administration, OPA, and Treasury; and it m1ght 
be that you want to talk to the chairman of the Deficiency 
Committee or chairman - no, it is the Labor Committee that 
is interested in it on the Hill - before they do i~ in view 
of the fact that it was turned down. 
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H.K.JR: Who is chairman of Lsbor? 

l!R. BELL: I don't know. 

H.M. JR: Well, I am awfully anxious to push the t hing. 
Can't you - you are leaving tomorrow ni~t? 

lffi. BELL: Yes . 

H.M.JR: Can't you give this to aanebody to push? 

WR. BELL: Yes, I can give it to sanebody to carry 
on if you would like to see it don e. 

H.M.JR: Herbert, do you mind taking this on for me? 

MR. GASTON : No, not at all . 

H.M.JR: Would you, and see that - I want to do it 
by hook or crook. What it is I want is, I wan t to find out 
what the people are spending, how much, and what they are 

buying. I don't want an elaborate survey. Hell, I will 
tell George to take a half a dozen of his people and go 
out fo r a week himself . There is nothing more important, 
George . 

lffi. HAAS: I know. 

H.W. JR: Take half a dozen people and a couple of 
clerks and go out yourself, George, and sit down and do 
it. Don't pass the buck . I want this done. 

MR. HAAS: The thing here - it just happens to be that 
they have done a lot of work on this thing. 
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H.M.JR: Well, look, George I won't be - I want to 
be nice today - I will say that i am not going to be stalled 
on this thing, and I want this . 

Now, I am not going to sit around and fool around with 
this thing, and, George, there ia nothing more important. 
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You take three or four of your best people and sit down 
and do it yourself for a week and come back and tell me 
I am right or wrong. 

MR. HAAS: It isn ' t a week's job. 

H.M.JR: You get the flavor of it . 

MR. HAAS: You can't get what you are looking for in 
a week or anywhere near it . 

H.loi. JR: You can find out. 

YR. HAAS: No. 

YR. BELL: It is really quite a job. 

MR. HAAS: I know why you are pushing for it . That is 
why you were interested a year - two years ago - but it is 
one of those things that no matter how much heat you put on 
it, it can't be built in that length of time . It is just 
impossible. I mean, 'I couldn't do it . 

H.M.JR: I haven't got the t ime to do the leg work . 
Listen, if it is on the Hill, I will ask Sullivan to do it, 
see, instead of Gaston. John, I wan t to find out - I got 
this hunch - I may be wrong - that this inflation isn't 
going to take the form at all that it did in the last war. 
I want to find out. I ahould think Congress would want to 
find out. The whole question- -

YR. SULLIVAN : I think they share that suspicion right 
now, Yr. Secret ary. 

MR. HAAS : I do, too. 

H.loi.JR: Find out who it is. I went overboard on it 
with the President yesterdey. This was a hunch I had. He 
is very much interested. 

MR. HAAS: Would i t be any good to you, Mr. Secretary- ­

R.Ioi.JR: But it is a question of seeing the committees 
on the Hill. Excuse me, Herbert, ae long as it is the Hill, 
let' a find out - I want enough money to find out - my 
gawd, we are spending a hundred billion dollars, and I may 
need fifty thousand dollars • 

• 
.. 

37 

Regraded Unclassified



- 9 -

MR. SULLIVAN: You want an additional appropriation? 

MR. BELL: We want money. 

Nowf the best place to get that money would be from 
the Pres1dent's emergenc~ program. That would be the 
quickest way. If it isn t prohibited by reason of the 
fact that Congress turned it down - you remember the 
provision in the bill that says the President can't allo­
cate any money or do anything for the departments where 
Congress has turned it dOlfll . It just went to the can­
mi ttee, and the committee refused to work it out . 

WR. SULLIVAN: For t his particular purpose? 

UR. BELL: Yes. He asked for money for the Department 
of Labor t o do this job laet year. It was the Def1ciency 

Committee . 

MR. SULLIVAN: Of the House~ 

MR. BELL: Yes , 

H.M.JR: Do you mind getting this tomorrow? Pick 
this thing up, and I want something - I have stalled. 
I went up to Buffalo two weeks ago Friday and Likert bad 
run out on me, and so forth , and so on. 

MR. HAAS: No, be hasn ' t . 

H.W. JR: Yes, be bas, 

MR. SMITH: I talked to Likert two or three da7s ago, 
and what was worrying him was the material wouldn't check 
out. He wan ted to do a morethorough survey that no one 
could throw any bricks at. That is why be says it would 
take so much longer . 

I asked him if be could just do wnat he did there in 
a hurry, and he said that be could, but economists would 
say it wasn't any good. 
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H .~ . JR: They have nothing to argue about or answer 
except their own personal opinion. 

MR. BELL: This lady bee worked out a pro~ram on 
food consumption, and there could be added to ~t the 
savings side, 

H.LI. JR: Let John pick this up. 

the 

MR. BELL: The survey is to be eo arranged that the 
information would flow in weekly, and abe could always 
give you eometbing current so far as the information was 
in, She wouldn't have to uit until the final reports 
were in on each survey. It would be f rand if we could 
get it foing and keep it going curran ly and get your 
informs ion every quarter . 

MR. BLOUGH: That is what you need. 

H.M.JR: Find out wha t Bell baa . Wbite,Blough,and 
Haas are interested. If it is a question of going up on 
the Hill, I wish you (Sullivan) would do that . I am 
pinning this on George. Is it George or you? 

MR. BLOUGH : It has always been George . 

H.Y.JR: Vmere are the two-weeks budgets they did in 
Buffalo? They ought to be through. They were to be finished 
two weeks ago Saturday. 

KR, HAAS: They may be down here . 

H.M.JR: For God's sake, George, get on it . I am 
holding you - all I am asking Sullivan to do is to do 
the stuff~ the Hill if it is a question of appropriations, 
But I am looking to you. Now this is important . 

MR. RA.AS: Well now, Mr. Secretary, would this stuff 
bs of any use t o you i f it took six weeks to do it? 

R.~.JR: Excuse me? 
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~R . HAAS: If it took six weeks to do it-­

H.M.JR: It is like everything else . 

~. HAAS: Once you get it set up it will take 
maybe six weeks;fram then on you can have reports every 
week if you want them. 

n.~.JR : But Likert has aanething finished now -
finished t wo weeks ago Saturday, and I am sick and tired 
of Likert . There was aanething funny up there in Buffalo. 

~. HAAS: Likert told me before that he wasn't 
equipped to do this type of thing. 

H.M.JR: Let's drop it . I don ' t know - there was 
sane monkey business going on which I didn't unders tand. 
There was sanething funny . 

MR. HAAS : I think he would be glad to drop this end 
do tho other . 

H.Y.JR: I don't care bow it is done , but I want to 
know and everybody else who is interested ougbt to know. 

~. HAAS: The labor unions are very much interested, 
Miss Joy told us . 

H .~. JR: Jay'! 

~.HAAS: This is Joy, Lubin's assistant. I would 
like t o have you meet her; abe ia very capable. 

MR. BELL: She was Gol denweiaer's assistant before, 
I believe, 

H.W. JR: Anyway, I am interested, I want it pushed 
and I have to pin it on somebody, You are it, George. 
Nowi get busy, will you? If you need some help on the 
Hil , Sullivan will give it to you. 

Howie Harry Jesse Jones White? (Laughter) 
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MR. WHITE: I will share hie name if I can share 
everything else he has . (Laughter) 

H.M.JR: I am not so sure if you would at that . I 
will tell you why if you coma around and aee me privately. 
(Laughter) 

MR. WRITE: Not everything, that is right. (Laughter) 

I have this draft, as I think you would want it 
brought up to date, and referring to Jones--

H.M. JR: That takes too long. I will give you a 
chance on that tomorrow. That ia too important. 

MR. \~ITE: I have a cable here . 

H.M.JR: Wait a minute - how long will we want to do 
taxes tomorrow? 
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MR. PAUL: How long will you want to do them? (Laughter) 

H.M. JR: ~ eleven o' clock I will be bored. Let's 
give Harry eleven o'clock. I will give you half an hour. 

MR. WHITE: The other thing is a long cable to Casaday 
for presentation to the Treasury with respect to the release 
of the half million dollars . The reason I am raising it--

H Jl. JR: To whom, Harry? 

MR. WBITE: Release of a half million dollars to a ~. 
lie Daniele which he has blocked there that he got through 

various waye. 

B.M.JR: To build a port somewhere? 

MR. ~HITE : To build a port in Wast Africa. I mentioned 
it to you, because when I mentioned it to Willey he said, "If 
I had to give the answer, the answer would be no .• Be said 
he wanted a formal request. He eeemed to suggest that there 
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was a anething fhhy about the bueinese . So this cable 
conveys to Casaday to convey to them the information which 
we have, in such form that it indicates tha t we are merely 
transmitting a request of the Navy on the basis of infor­
mation which the Navy has given us and the State Depart­
ment; so if these are not in accord with the facts, as Waley 
seems to suggest they might not be, it gives t hem an oppor­
tunity to come back and keeps us out as a--

H.II .JR: I didn't like it, but Frank Knox wrote me 
this three- page letter on it. He is on the spot if there 
i s anything fishy . 

MR. WRITE: We had a letter from Hull, too . The 
only thing that makes me skeptical, in addi t ion to Waley'a 
reaction, was that the Navy has called me up five times 
within a week about this thing. 

Now, it may be t hat important over t here - a port i n 
West Africa - but it is a little unusual for this part i ­
cular chap in the Navy, and he may merely be efficlent-­
( Laugh tar) 

MR. G!STON: Frank Knox ia signing a lot of letters 
these days that he doesn't know anything about. They are 
making a sucker out of him in many caaes. 

MR. \\'!liTE: We will handle it that way? 

H.Y. JR: Yes, I wouldn't be too delicate about i t. 

MR. BELL: Private money? 

MR. WHITE: Private money. It is a hal f a million 
dolla r s . 
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H.M. JR: All right, keep me posted personally, if 
you pieaae. 

Mr. Blough, did you get home safely FridayY 

IIR. BLOUGH: Thank you, very oomfortabJ.y. 

H.li.JR: Did you hear what happened to me? 

I4R. l!~GH: No. 

H.ll.JR: I got on a train at fi~e o'olock in Phila­
delphia. We ran along ~ery cheerfully until we got almoat 
to tlenrk, then the o~erhead wire oame down and I sat 
there for two hours in the train . 

!.IRS. KLOTZ: Vihen did yoo get to the country? 

H.M.JR: Eleven o'clock - I left here at two- thirty 
and got up there- -

MR. SULLIVAN : Did you aay you eat there patiently 
for two hours? (Laughter) 

H.M.JR: Yes, I didn ' t tuaa . (Laughter) 

J.lR. l'lffiTE: That should teach you to fJ.Y . (Laughter) 

H.M. JR: E~erybody elae waa fussing ; they were 
frightened, too. 

llR. SULLIVAN: That waa a charged 'll'i re 'l 

H.M.JR: Yes, an4 the noise when i t came down on the 
roof - the t rain crept along - they e~idently didn ' t know 
what i t was, and the noise of this t hing scraping on the 
roof was something. I haven' t had anything since mf plane 
accident like i t. 

i ll right, Harry? 

lffi. ilHITE: 'Ihat i a all. 
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H . :~. JR: You get a ha.Lf an hour tomorrow. 

MR. WHITE: Ther~ was a meeting, if you are interested, 
in Lehman 's office with the League of Nations and othera, 
in which they are disoussing mat t ers of financing, and so 
on, that will probably come to the Treasur.r,and I think 
Bell ought to get in on i t pretty soon. 

R.M.JR: Bell is leaving tomorrow night for a week. 

MR. WITE: There isn' t that burry. 

H.M. JR: ~r. Blough, I am seeing you tonight? 

J.I.R, BLOUGH: Yes. 

MR. PAUL: I am seeing you right after this. 

ll.M.JR: George? 

MR. HAAS: You wan ted to see that chart on Federal 
expenditures once a week. I have it. 

H.M.JR: Stand up so everybody can aee it. (Chart 
entitled, ~eekly Federal War Expendit ures , January !94a 
to Date," exhibited.) 

l.!lt. H.US: There rea.lly ian' t much change since you 
aaw i t laat time. There is practically no trend. It baa 
reached the plateau and i a staying there. Th.ere is some 
irregularity, but usually the end of the month it comet 
up each time . There is practically nc change . 

H.Y.JR: Well, I thought I got from Dan Bell that it 
was going up again. 

MR. BELL: August went up over July. 

H.M. JR: ~ill it be seven and a half billion? 

~IR. BELL: It wil.l be aeven, three billions, or seven 
and a half, I th ink. July went way down - about six, eight, 
aa I recall. It will go up three, or four, or five hundred 
llli.Uion this 11o.nth. 
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H. W. JR: How much? 

MR. BELL: Three or four hundred million in July. 

H.M. JR: I went in to just sample this labor situa-
tion in Buffalo. If that is a sample of the way informa­
t ion gets around the country, it is something terrible -
I msan the llhole form of organization -- whioh reminds 
me, did you call tAe meeting for Thursdaf? 

MR. PAUL: Fi tz did the calling. 

H. ll. JR: Don't you think if we are going to do Social 
Security we ought to han llcNutt and Jolin Perkins ·? 

J.!R. PAUL: I put Miss Perkins in, but I didn 1 t add 
l.!oNutt. 

H.K. JR: Would you add those , please? 

.lo!R. PAUL: Yes, 

H. ll. JR: Fred? 

MR. SlliTH: We rounded up the l abor leaden, end 
they will be available on Wedneedaf. You can pick a time 
because Murray has to come ba~k from Pittsburgh, anyway. 

H.ll.JR: Three o'clock be good? 

MR. SIIITH: Fine. 

H.:a.t. JR: !bi.th plus labor, three o'clock. 

MR. SliiTH: George will be here tomorrow night, and 
he has been sprung. The president sprung him so n 
didn 1 t send the other telegram. 

WRS. KLOTZ: What does that msan, sprung? 

H.K. JR: '!he boaa? 
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MR. ~ITH: The boss, that is right. 

H. M. JR: l'lbo is the man? 

1Gt. ~1liTH: Carpenter is tbe president of duPont. 

Ji.M.JR: J.nyway, I think the three of ua can continue 
our circus . (Laughter) 

KR. SUITR: I think so . I ban got a .lot of stuff 
coming up on labor. I aa finding out bow much it ia going 
to coat to blow Berlin off the face of the ear th. You 
will be interested to know that. 

H.ll.JR: Don't forget tbia fellow baa got something 
I wou.ld like to use - this about pension trusts. 

J.ffi. PAUL: That still needs a little work on it. 

H.M.JR: Is Smith through with me? 

llR. S.!ITB: I am all t hrough. 

H.11.JR: How is the Generaliuimo? (Laughter) 

KI1 .• GAilBU:: Very good, if you are asking about me. 
(Laughter ) 

'ie are making a roundup today of tbe ten aportant 
Statu . 

H.W. JR: ~elL , if that isn't a Generalissimo - I 
ask you-- (Laughter) 

lUl. GAUBLE: I wil.l give you a report in writing on 
what these fellows are doinf tomorrow so you will know. 
They are a.ll very good. I alked to several of them. 
They are from the ten important States. 
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You asked me aome time ago about having these ~;'"""''•~• -! 
men and Senators put to work Wbile they are home . "• 
bad very good success . Ludlow ia going out in Pennsylvania 
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to launch the Third War Loan. We are preparing him to- ­

H.M.JR: Ludlow - Pennayln nia? 

MR. GANBLE : Indiana, I mean . We prepared part of 
his speech for him. He has asked for a l etter from you. 

H.M. JR: I can't hear you. 

llR. GA!o!BLE : He has asked for a letter from you. He 
is leaving tonigbt . I have a letter if you would sign i t . 
(Letter to Congressman Ludlow signed by the Secretary. ) 

UR. SJLLIVAN : He is the N we want on that money. 
Sign that in big letters . (Laughter} 

H.M. JR: He is leaving tonight? 

MR. GAMBLE: Yes. 

ll.M. JR: How long ie he going to be gone? 

YR. GAMBLE: He ie going t o be gonejuat a few daya. 

MR. BELL: They don't start to work until the 14th. 

H.ld.JR: I can't wai t until the 14th. 

li.R. SULLIVAN: You can't get any formal action. You 
can talk to them - those who are in to~~ . 

MR. GAMBLE: I should say in about twen t7 State a 
we have Congressmen and Senatore doing a job. That is all 
I ~ave to report to you. 

I might add that we haven't gotten Mr. Daniels quite 
straightened out yet . I think he still thinks this job -
the job that we wanted him to do he didn't think - he 
thinks isn' t important enough for him t o do . He ia trying 
to blow it into a little aomething elae. 

47 

Regraded Unclassified



- 19 -

H.U.JR: I told you - I would juat aa leaTe make a 
record of it here. Gamble called me Saturday afternoon 
and it seemed that he and Daniele - Jonathan Daniela -
had thia idea this wae an opportunity to get Kr. Elmer 
Davia and hia organisation to do an information job on the 
countcy. Well, they wanted u to aak for an appointment 
to aee the President for ~lmer Davia, ~r . Palmer Hoyt, 
Jlr. Theodore Roosevelt G&lllble , and youra truly. Well, 
I teail!d it out and we didn't aeem to get nry far. 

I also found that llr . Daniela had written me1110randa 
on thia already for tb.e President - fai r ly hot ones - and 
alao it didn't seea to JD&ke a nry good illpresaion. So 
I don ' t want to be pulling out their cheat. 

He said, "After all , you han got a better organisa­
t i on than they haTe; what can they do to help youY" So 
I don ' t know what it is all about. I told Gamble thia 
morning I thought he had better drop it. We have about 
all we can awing here. And he agreed. 

MR. G.AL!BLE : We have dropped it . 

H.M. JR: You have asked for an appointment to see Early? 

~ G~LE: I haTe a call in hia office now. He i a 
to call me. 

H.U.JR: You won't get a call tonight. He haa gone . 

WR. GAMBLE: I started at ten o'clock this morning. 

H.M.JR: He ·ia a hard man. 

Ia that all? 

MR. G.AatBLE: That il all. 

H.W. JR: John? 

MR. SULLIVAN : You rect.H there waa aou tajJc about 
the employers absorbing the withholding tu in the nns­
papera--
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H.M.JR: Just one minute. This (indicating telegram 
from William A. Hart to the Secretary) is signed by 
Hart. 

(Reading) "Re your telegram to W.S. Carpenter, Jr. 

49 

Glad to know that George Albee ie of euoh great help in 
Treasur,y program. We have promptly arraneed for his 
release f rom any responsibility for our account and only 
hope you will do utmost to help protect his health as he 
has been under observation in New York hospital last few 
daye. • ,. 

It is getting around. 

UR. ~ITH: I don ' t like t his business about his 
being under observation. (Laughter) 

H.M. JR: Fred, "ain't" we all? (Laughter) 

MH. ~ITE: He wil l be right at home. (Laught er ) 

Mk. SULLIVAN: You remenilier there was a lot of t alk 
in the New York Sunday Times about how employers were p~ing 
the employees an amount of addi tional wages to make up for 
what was withheld. You wanted it looked into. We made an 
investigation and we didn' t find anything that was terribly 
disturbing . 

I don't ordinar ily trouble you with any regulat ione, 
but I knew you were interested in the re-uae of liquor 
bottles . Now that WPB has sl apped down thirty- five per­
cent on production, the Commiseioner has recommended that 
under proper safeguards we allow liquor bottles to be re­
used by the original usere . I just wanted to tell you it 
was in the mill before I s~gned it. 

H.M. JR: 1\efill for the bottles - it is all right, I 
guess . 

MR. SULLIVAN : I am afraid we have to do it. 

They are having a big Labor Day celebration in 
ILanoheeter, New Hampshire, and han invited Knox and myself 
to apeak next Yonday. 
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H.M.JR: Say it with a amile, at leaat. (Laughter) 

MR. SULLIVAN: No, no, it ia a fact , 

H.M. JR: I know, but can't you do it smiling? 
(Laughter) 

JAR . SULLIVAN : !a a matter of fact, tte1 had one 
three milee away fro• ~e at Hampton Beach, and I didn' t 
think it waa a good spot. (Laughter) 

H.M. JR: Too far from home? (Laughter ) 

lffi. SULLIVAN: No, I mean this other crowd ia a better 
crowd. It will spoil the day, but af ter all, we are at 
war. (Laughter) 

MR. i!UTE: You have got your reeerntiona already, 
haven ' t you, John? (Laughter) 

MR. SULLIVAN: I haven' t . I planned on flying up 
wi th the Secretary if it was thought I should make the 
trip. (Laughter) 

H.ll. JR : I don't know of an;ything more i ll!portant. 
(Laughter) 

~ BELL: It is not a holiday, you know. {Laughter) 

I!R. SULLIVAN: I kllow, and I hate t o be awq on a 
working day. (Laughter ) 

H.Y.JR: Now that is ~ John. (Laughter) 

MR. BELL: See t hat you take annual leave. (Laughter) 

H.M.JR: O.K., Johil. 

MR. SULLIVAN : The Navy, the Anlll, and the Marl time 
Commission have talked with Mr. Paul ' s office--
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H.M. JR: I take it - speaking seriously, who will be 
over Labor Day - who Wlll be in that Saturday? I 
it you are leaving Friday? 

Wt. SJLLIVAN : Late Friday afternoon. 

llR. GASTON: I will be here. 

IIR. BElL: I will be away. 

KR. PAUL: I will be hare. 

MR. SULUV.AN : The .Ar1J11, Navy, &Dd Karitime Collllllission 
have talked with Randolph' s cro•d and me about renegot iation 
of the contract brokers. . 

( 
H.J.!. JR: 

Laughter) 
Don't you feel bet ter- you got that over? 

MR. SULLIVAN: No, I wasn ' t worried about it too much. 

And theirJroposal was that the Treasury should re­
negotiate fo r 1 the other agencies. It has now developed 
that Navy doesn't want anybody else to renegotiate for 
t hem. I haven't had a chance to tell you this , Randolph, 
but now Navy wants to renegotiate the con t ract brokers 
~ho do business through all the other departments. 

Randolph and I were prepared to recommend to you that 
~e should not undertake the renegotiation for the other 
departm.nta of the contract brokers. I! you approve, I 
will notify them of that this eveni.ng so that we have 
paeeed that atage . 

H,M. JR: Wait a minute. Let me see. As I understand, 
our position is we won ' t do the renegotiation, anyway. 

LI:R. SULLIVAN: 1'/e won't do it for the other departments. 

Now a new ques t ion which is raised today is whether 
or not we would be willing, or ~ould want to have the Navy 
do it for us. The tlavy ia going to do it for the Army and 
for the Marit ime . 

•• • 
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H.M. JR: And our answer ia'l 

Mk. SUI.LIVAN : I don ' t know. I want t o go over that. 
I want to talk to Handolph. 

H. M.JR: Why should the Navy do it for us? 

MR. PAUL: You mean in cases where we have the pre­
ponderance of interest? 

!lR. S.LLIVAJI: The proposal of the Navy - and the 
Army is apparently going to accept - is that the Navy will 
do all the renegotiation on contract brokers for both the 
Army and tbe Navy. 

H. l.l . JR: I wi ll tell you right now they won't do it 
for me. 

lilt. BELL: kegardleaa of the interests o£ the Navy'l 

Mh. SULLIVAN: ibat is right. That ia probably the 
way I would feel about it, too, but the 1'8 are one or two 
things- -

H.M.JR: You look into it , but- -

UR. SULLIVA!i: .lt least we will tell them we don ' t 
care to take up the renegotiation of theirs. That is the 
original proposal . 'llhat I learned today came to me--

H.M. JB: Sub rosa? 

JlR. SULLIVAN : That is right . 

H.M. JR: Anyt hing else? 

AIR. SULLIVAN : 'lbat is all. 

H.M. JR: Herbert? 

MR. GASTON : I have nothing. 
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llro, Wrltero Carpenter-, J'r,, PN814at 
E. I. DuPont De le~re A CollpaaJ, IM, 
W1la1ngton, Delaware 

I wlU appreoh u a groeat deal 70111' rele&•lDs 

George Albee of :rour Mwruuns Departaent to ~ t rea 81U"J' 

tor the duro.t1on of the Th11'4 War Loan D!'1ft. I d~ 

upon Albee gl'llatl7 1n the pntpnr o.t1on of rq 1peeohes Nl4 

1tawunh 1n oonneottoa with War LOan Drifte, II\ n .. of 

the tre•ndou• Job aheo4, I will be oolle4 upoa to uee hl• 

oonl14ere'bl7 110re tbd ln the pe.•'· I should llke to haft 

hle eel"ftMe ·~nc l...U.atel.J', and lutin« th..~ ~ • 
-th ot s.p'-ber. I- UINN 70'J tha' both be an4 

Dal'aat wtll 'be •"'as a detinUe ll.ft4 l~~PCI'tMt oonbo!butioa 

to Ule war. 

(olf7 ~?:! 
~-t; ;(U'7' • ...,.q( 

He111'7 lCorgenttu.J, Jr. 

A--·-----
(t : (.) t:(. hv . 
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HENRY MORGENTHAU JR 

SECTY OF TREA8 

RE YOUR TELEGRAM TO W S CARP£JrTER JR GLAD TO KNOW THAT GEORGE 

ALBEE IS OF SUCH GREAT HELP IN TREASURY PROGRAM WE HAVE PROMPTL \' 

ARRANGED FOR HIS RELEASE FROM AN\' RESPONSIBIL ITY FOR OUR ACCOUNT 

AND ONLY HOPE YOU WILL DO UTUOST TO HELP PROTECT HIS HEALTH AS HE 

HAS BEEN UNDER OBSERVATION IN NEW\'ORK HOSPI TAL LAST FEW MYS 

W11 A HART DUPONT • 
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TREASURY DEPARTMENT 

INTalt 0,.1'1Cit COMMUNteATION 

...... 
TO Secretary Vorgenth&u Auguat 30, 1948 

'oo" J{ando lph Paul 

Here are a f ew notes on mf luncheon with 
)lr. Reuther last Friday: 

Reuther said he thought the Treasury should 
have a better understanding with the CIO on the tax 
progr111, speoitic&ll:y, on strateu and tiaing. I 
aaid I would talk with llr. Vurra:r and others. 

Reuther was concerned about the polic:r on 
disposing of industrial plants after the war. He 
wondered if some would be operated as yardstick plants. 
He mentioned the fact that the Governm111 t own.s large 
sections of man:r plants. He suggested that the Govern­
ment ought to take over some of the big airplane plants 
and turn them into factories for making prefabricated 
houses. He said the A. F. of L. building trade unions 
would fight such a move tooth and nail, but that total 
emplo1Jllent would be greater th&t wa:r and it would not 
int·erfere with emplo1Jllent in:the construction of cit:r 
buildings, schools, etc. 

I bro~t up the subject of renegotiation of 
contracts an4 pointed out tb&t the question of reserves 
came in there. We both agreed that reserves should not 
be allowed generall;r because a lot of people aren' t 
going to reconvert at all. 

v 
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TREASURY DEPARTMENT 

I NTER o ,-,.ICE COMMUNICATION 

• 

CONFID:::I:TIAL 

DATa August )0, 194) 

SubJect : The usiness Situation , 
l/ee ending August 28 , 191+3 . 

Summary 

Industrial ~roduction: Due largely to a sharp gnin in coal 
output ro11ow1ng termination or the coal stri ke , the FRB 
adJusted index of industrial producti on rose to a new h1Sh 
of 205 in July from 202 in the previous month. l·luni t i ona 
outnut showed a further increase during Jul y but aggregate 
manufacturing ac tivity ~<as vi1•tually unchanged. !Unerals 
~roduction, ho>~ever , rose 16 percent above June levels . 

l·.nnnouer : Sho1•tage of manpower is the most frequently cited 
obstacle to the attainment or production goals a t the present 
time . A l'soent \·IPB survey of 600 manufno turel' s >~hose >~er 
output ~1ns 1118cring revenled t hat labor shortages were the 
;>rincipal retnrding fnctor in a maJority of cases . Actual 
and prospective shortages of ~<orkers in ~les t Coast air-
Cl'ttft plant e continue to be a particularly seri ous problem. 

Commoditt orices: Commodity prices moved hi gher l ast >~esk and 
the B !I index of 21!1 bnoio commodities rose 0 .3 pe1•cent to a 
ne~r h1e;h. Unftwornble crop news caused by drought condi t1ons 
i n t>~o large areas hnd n bullish effect on grain a nd cotton 
prices . In the week ended August 21 the all- commodity index 
advanced slightly after a decl1ne in the preceding tleek to 
the lolre~t point in six months . 

Food pro~>:rnm: The Government will support farm prices e.t a 
l evel:bigh enough to cover •the added risks and hazards that 
go with increased production• 1'/ar Food Administrator Jones 
disclosed laet week. Specific support prices will be 
announced far enough in advance to allow farmers to plan 
accordingly. Horeover, t he distribution or food products 
Will be controlled, perhaps t hrough the licensing of 
processors e nd hnndlers. 

Stock market : Trading activitY last ~<eek dropped to t he lowest 
level of the year and prices nt t he close on Saturday were 
virtually unchanged from s week earlier. Industrial stock 
orioea a t London have levelled orr around the year ' s high 
s ince t he early part of Augunt. 
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Industri al activity at new hi Gh 

I ndustrie 1 production rose to a ne11 hi Gh in J uly due 
l <•r .;el y to e> shnrp l)e.in in coAl out '?ut t.s t he pr evious month ' a 
.:o1• : sto!lp!\!';8& in the coal onines Nal•e brought t o an end. Re­
flecti ng t \ 16 percent ri se i n miner als output, t he FRB e.dj usted 
inde>: or induotriel production tor July ro oe to 205 from 202 in 
t he previ ou s month . (See Chart 1.) In thio connection it 
ahoultt be noted that the F!\B index is now in orocess of 
r~vis1on rnd Hhen the t aolt is fint.lly com_>leted it 1s expected 
t:or.t the index tnll at ... nd at higher levels thr.n heretofore 
re'lorted. . 

::unit1ons outJ)ut s.'lowed c furth er inorec.ee 1t. July .. .nd 
cur·ble ~o~s ;?roduction on t he whole rose coderately. St eel 
ln:-ot oro~uctlon increc.seC'. 1 O!'rcent 11hlle iron ore sh10Cients 
reached the r~&best level on record a lthough cumulat i ve' sh1p­
.:lent a in 1943 t:ere still cl>out 19 ?ercPn t behind yeF.r- earlier 
l•vels. .\ : TP::;::~te nondurable (;OOds production in J ul y "" s 
unch: n ,ed :!'roo tl:e ;?revi ous ::~onth 111 th the oo&t notc.bl e c~ lna 
occur>· inc in meet ">nek.i nr; e.nc1 ci (;c.rette .,roduct1on , ~<h1le shoe 
-,roduction l' nd cotton textile E.ct1 \'i t y declined. 

::anno•:er short a<·e orinciT>I.\l threat t o nroduetion 

The dominant fMtor i n t he nroductlon outloo!< at the 
?l'esent time 1 a general l y conceded to be t he man'Jotler probleu 
'ith comnlninta of l~.bor shorto.eee bein . heard on all si c'.es . A 
recent ',iPB survey of 600 mc.nui'< oturere 1/hose I·IBr out put wee 
lP ·1nr: revettled that l~ck of mtl.ll'?Oiie r tma c1 ted es the bi::;;::cs t 
.,roblen in 60 to 70 ,erc ent or t he cases . ~:oreover , t he survey 
dlsclossd thc t compl a cency over ~od 'llttr news 11r s a rel e t1vely 
uni"''lOrtant rnctor in sho11i ne u1) production . 

::nn'lOIIer shorto.r;ea of the c1rcrt> t't in~uetl'Y continue to 
be or pnr ticulr.r concern end press l'AJ)Orta indict.te t l'.at :.1'3 
of!icinlo ere of the belief t hat eome !ore of bl nnket dre:!'t 
do!er :nent ~<ill be necessary to oeet peal< p!•oduction demv.nds for 
?l: nee . Heat Co~.st ai rcraft HOl'ke rs hc.ve nlready rece1vod n 
60- dny blanket ci.rllf t deferment 1.\nd several t yees of a ircraft 
1:orlters lwve been included 1n the list or Cl'i ticnl occupation& 
deferr~d !rom t he ardt for the durnt1on of the t·1ar . l·:ore 
comprehenoive measures alone; t heoe l ines , ho11ever , may have t o 
be out into effect before the dsmv.nde of the situa tion cnn be 
fully me t . 

Coomodlty prioes ri se 

Cooaodl ty '?rices moved hi ::;her lt>.e t t·ee!~ c.nd t he ~LS index 
or 2g braic eoa.>aodltiea rose 0 . 3 r>ercent -o a net< hi gn . 
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unrnvort~hlo crop nc11s stemmi nG from droucht condi t1ons in t>:o 
l :>r (;e nreo.a had a bulli sh effect on grl\in and cotton pri ces. 
Oata (~thich i a not included in the index) brought the hi {lhest 
•n·ice ni nce 1920 . Curte.iled receir.>te c aused a moderate 
increnae in hocr p1•1ces and a strong demand buoyed steer pries& . 
l!of; oricos have risen ov er 9 l)eroont in the last seven ~le eks . 
·.thile hot; mnrJ~ptinga have deol1nocl eeo.oonnlly, t hey continue 
oonsider nbly nbove l ast year . Rosin and 11ool top prices rose 
but f laxseed declined belo~: ceiling levels t <S the ne>r cron 
Jlovoment brondened. ( See Chc.rt 2 . J • 

The r:LS ~11-co=odl ty i ndex in the weelc ended Au~;ust 21 
pdvonoed el1t;ntly d'ter a decli ne i n the :>recedin£ <ree>: to 
t he l o::eot JlOint in six month&. At 102 .S the index is no>~ 
}7 . 1 percent above the prP- VEr level of August 1939 . A sharp 
incrense 1n treeh f ruit rutC. vege t eble nnd hog prices \:e.s 
lnr ely responsible for the recent rise in the ir.de;: . 

Stock merket dull nnd inactive 

In contrast t•i th the moderate eho~< of et1•engt h in 
oo:runodi ty prices , t he stock market lnst 11eelt continued dull 
1nd innctive 111th dP.il y twerv.ee trc·d1nc; volume f e>.lling to o. 
ne~r loll for the yeAr. Stock prices f' t the close on SaturdAY 
,. ere virtuvlly unchenged from ~- t1eek enrli~r but t he ever e.e;e 
level of p1•1ceo for the tteek \•ll'.S lo11e1• IIi t h industrial s tocks 
s'•o\·:tnr; n decline of cbout l percent . 

After rising to ne1: hi t::hs immedint ely vfter l!ussolini
1 
o 

do1mfall , industriP~ stock prices in London have levelled off 
si nce the et rly 9nrt of this month . t:overtheless, steady 
D!li ntencnce of !)rices at the hir:hest level of the yetJr 
contrast s with the ection of the !lew York mnrket ::here 
industrial stock prices h:.ve been movin 1• soce>Ihl'.t unc ertainly 
inn rvnr e about 7 percent below the 19~} hich · (See ~nert ~ . ) 
Alluding to the contrasting action ot the London end i:ew York 
stock markets, the London financial correopondent of the tle>: 
York Times recently maC!.e t he follollin~Z pertinent com::>ent: 

• :~11e activity on t he London Stock Exchange recently 
ht\s diminished i ts air of Jaunty confidence , a sti l l moderately 
cood turnover cont1·e.st s f avorably ui t h Hal l Street 1 

E npneMance 
of de j ection a nd business slacknece . This , in London ' s opinion , 
ocn only be ascribed to the different mc.nnero in which the tl·IO 
markets viell the approa ch of peace . To Brita in t he 9rospeot 
ot peace cnrries >11th it a c hance tor reduced taxa tion , and 
consequentlY f'or expandlnz revonueo available for stoc~~oldero , 
pnrticulc.rly of i ndustrie.l comoaniee; but the post- >:ar prospect 
for AmeriCBn investors s eems to indicate a se t back i s expec t ed 
;;hen biS ~:ar de.nands no l onger orevcil in industry. It is a 
c!.lftercnce in taxati on ool1cy >~h10h , to some eJttent, nroduceo 
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this difference in outl ook &nd marltet behnvior. British 
com,c•niee have l1 ttle chance of pnyinc bi gr,er dividends ~11th 
the exoeos pr ofits t ax fixed a t 100 percent , but American 
i ndustry st i ll is lef t 11i t h somethinc extra to di stribute .• 

Far m orice support pledged 

GovArnmen t suoport of fnrm pri ces at a l evel hi gh enough 
to cover "the added ris!ts and hazards t hvt £>0 >r1 th i ncreased 
:woduot1on• was pledged by ;/or Food Admin1s trc-.tor Jones l ast 
11eek. 'l'he Gov ernment >Ti ll stand reo.dy to buy nny oom:nod1 ty 
rur,luoes that t ail to move at the cupport price , t hus 
ooeei bly com~elling the Government t o absor b o. loss in some 
c:-csea . Sr>ecitic su!)!)Ort !)rices t"ill be disclosed fer enour.h 
in ndvt>nce to allow f t>.rmers to plnn aocot•dinr,ly . 

Furthermor e , Hr . Jone s proaioed a •controlled distribution• 
of f•·.r~ crops, >"hich might involve the licensing of !)roeessora 
t>nd handler s . Exist ing processor and 11holeoale nn<i retail 
tvoili ties >"ould be utilized for tho prop;rt>l!l. 'l'he mecl'.e.nics 
of the 191.ilr r ood orogriWl 11111 be announced steo-by-step, it 
1·:v.s indicat ed. 

Potato l oe.n orogram ~nnounoed 

I tAPlementing t his l)rice CUO!)Ort ool1oy ' the l'/ar Food 
Adnlni s trntion recent ly announced r.n I1·1ch pot e.to loan progr run 
ln Phioh it reserved to it self ''tne rlfl')1t t o pet•.:~i t redempti on 
telo1: lonn vo.lue . " The :IF A s t tt.tcd thnt in event redec1>tion 
is nerm1tted below the loan vc lue, the OPA is ore~ed to 
oodify t he regulati ons so t hl'.t coneumera tlill receive t he 
benefit ot any reduction in 9r1ce . 

::on-recourse loc.ns >1111 be acde to ;ro~:ers t±nd co- o!)e:•nt1ve 
esooo1at1ons on pot atoes in approved Wt•r ehouaes and to denler s 
rnd ahiopers who buy from gro>:era a t t he suoport !)r i ces durinG 
t he t a ll Md wi nter months . The loans ~1111 be bE.sed on t he 
~uoport !)rices announced tor er ch produci ng ~rea last s~rins. 
All loc.ne \·1111 be calle.bl e 1n uhol e or in pert on demand end 
a sut'f1c1ent volume " i ll be c alled from t1td8 to time to ensure 
t he movemrnt of the 1943 crop by the tloae the 1944 er o!) bseomes 
available . 

Potato production i s no>: fo recast o.t 4L 3 million bushels 
or 72 milli on bushels above las t year . Although n)>pt•oxlmntely 
o'he-fourth of this year ' s crop ui ll lwve been disposed of by 
Sept~mber 1 , the estimated 330 mill ion bu shels remnin~nc to 
be oold nt t er t hat date ~~11 be more t han 50 million oushcls 
above normal . · .. ben the et'rl y ooto.toee cc:ne on the market 
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tl.U yecr the Food Di stribution AdJDiniotrntion hnd to buy uo 
about 6,4oo oerlot•ds in or det• to maintain prices at the eu,port 
level . The loan progrP.m nhould t•eplnoe such purchnees in · 
eunl)Orting pt•ices . Furthermot•e , it ohould tend to prevent 
the recurrence of another potato chortnr;e ouch as d evelo"Oed 
lPSt oprin~ . • 

Drour;l1t endan<;ers railk suTlpl;r ln ol'.s tern c.ree. 

~he intennific~tion end extension or the oroueht from 
Vir"ln1e. rnd Haryland nortlwerd to souther n lle>: Jersey and 
?er.naylvnni n i s cnusing incre~.s1nc conoern, p.'\rticularly 
oecouce ot the etfect it cay hLve on milk su,oli ee in t he 
co:rtin , conths . In t his erea cro,a hc.ve ouffereC. severel;r 
rutd ouch ot t he paeture- land hcs be n ruined. ~e.roers nre 
r~ported to be already t n!)pine thelr t•inter hey supply to 
feed their o"ttle end the li1d-Atlnnt1c States Drought Ebert:ency 
Co~~ittee stated r ecent ly that • 1ncre~ced liquidati on of live­
stock 10 i nevitable unless farmers ln tne drought- stricken 
area cnn obt~in nt least 200,000 tons or hay nnd not less t nnn 
~oo ,oon tons ot crnin in addition to t heir normal purchases 
of both . " Heeting wit h t he Commi ttee the President of t he 
CCC , J . B. Hutson , se.i<l t hat h1o ae;ennv woul d send corn and 
hay t o the drought ar ea in order to help me i nte.in mi lk e.nd 
e ·rr producti on . 

The drou::;ht i n the South11est hno !P'eat ly expanded a nd 
r ain l o no•: needed gener allY ln the southern oort1on of the 
Ohio Valley, th~ lo>:er !·:isoissipp1 Valley , the central Gulf 
nren , Texas , and the Plains stnteo troo o:~lnhooa to l~ebrasota . 
The mos t critical states ere Okl ahomn and Arl:nnoas , where 
raos t lat e cropo he.ve been destroyed or seri ously ciamneed 
nnd J)3&turee burned up. The scarcity ot feed c.rtd >:ater has 
forced heavy selling of liveatoclt 1n come sections. 

Reswnot~~-f mol asses 1mporto tor alcohol ~roduction 

A tentative program for the reconversion of Eas tern 
alcohol disti l lation J>l e.nts from a gra i n to a mol a sses base 
hns been set up by t he i·IPB, it 1-1ao reported last ,,·eelt . The 
~roe;rwm calls for the i mporta tion of 5 to 10 million ge.llons 
of bl i\Clt strao mo l asses in Se'Ot ember t~nd 15 to 20 million in 
October in addi tion t o the smnll quanti t y of mol asses already 
coming 1n to fet•menta tion plants on t he Gulf . Actual 
~roductlon ot a lcohol from mol n&oes i 8 not 11ltely to c et 
under >:o.y until !lovember . si nce etoolt& must ue built up 
in order to assure a s teady cu!>!>lY of r a>' mnt er1al . 

The c~>.rrylng out of th~ procrUII de,ends upon the 
avn1lnb111 t y or tankers t o t rans!.)Ort the molnases from 
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Puerto Rico , Cuba, nnd Sf.nto Domine;o t o thi e oountl'Y . 
. \ccordin3 to press reports, the Unr Shipping Administration 
bne indict.tcd that 1 t may make seven tankers o.vo.i l able . 
Althoucrh this nwober >~ould be cons idero.oly l ees t ho.n the 
20 t nnltera used to tra nsport molo.oaea bofore tile ttar, it is 
felt tho.t the seven 11ould be sufficient to permi t the regul a r 
industrial o.lochol producers in t he Enet to reconvert about 
oO percent of their capo.city from ~rain to o. mol asses base. 

There are severa l i mport nnt ndvnntas es to be derived 
!1•om t he reconversion of l'lcohol plnnta to a molasses ue.se . 
Probnbly the mos t important ie thAt it 1·ould hel p to mlllte 
~vnileble n ler~er amount o! bTain for feeding purposes. 
It is estimated thet the use of molo.sses •·oul<!. rPlease 
~ ol.ll1on bushels of c;ra1n nnnuo.lly . Oth er t.dventages of 
t he reconversion o.re : (1) a ai~eo.ble reduction on the cost 
of t he o.lcohol , (2) a ooost in the alcohol production r ate , 
vnd ( } ) a savinG in l abor. 

If tnnlters cannot be obtained for the importation of 
~~olasces for alcohol production, ro.>~ sucrRr has been conside1•ed 
~ s n substitute for t he mol asses . The uoe of sugar to mo.ke 
alcohol , ho11ever , mir;ht prevent an increnee in ci viUan sugnr 
nllo~:nncee Hllich t h e Pre si dent r ecently ind10lited 1·1as l i kely . 
Thus , de opite the announcemo•nt l1•st ~reek thnt the United 
St ~tee hD.e ne ~;ot1ated >~1 th Cuba to !)ut•chnse n o1n1mwo of 
II- million tone from t he 19ll-l> crop , or n ml.ll1on more than 
this yol'.r , sugnr ~·•t;~orities of the './FA >~ere r epor ted to 
;1rve said thl\t t here i s little likelihood of nn incre ase in 
civilian o.llo>~ances 1n the neer future . Quotes of i ndustrinl 
users, ho>~ever , were increa sed recently . 

Cotton conswontion declines 

Domest ic cotton consuo~t1on 1n July declined to the 
lo>•est level in t>~o and one:hnlf years • • The July consu:nJ)tion 
or only Sil-O thousand bales 11as elmost lo percent below the 
correoponding month of. 194-2 and mnrlted tho fourt h consecut ive 
month i n which conswoption fell belol~ yeo.r-eo.rlier levels. 
(See Chart 4- .) The decline 18 appnrently due to labor 
o!lort acres , the loss of sltilled hel p to the o.rmed forces, 
end the strnin on machinery resulting from t he l ong peri od 
or intensive use . In ea rly J uly s gener a l cut•tailment of 
oroduct i on occurred to "Oem1 t wnoh1net•y repairs . ~!oreover, 
V~CO.t1on schedul es and the need for hiU'VeBting crops are 
tending to reduce th e l abor force. 11h.l.le production may 
increa se towo.rd t he end of the yeo.r , it seems unlikely that 
the peak levels of last ye~r can b e equal ed. 

£2 
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A cotton Cl'01l of 12 , 55S , 000 bales ~IllS forecast by the 
De~rtment of A; riculture as or AUu~Bt 1. T~~s ls slightl y 
smaller t han lnst yenr ' s crop d\le ent11•ely to t he smnlle r 
t\crea(le pl:mted , since the ina1cated average yiel d per acre 
1:ould oonsti tute n record high . Du~·ing the pnst fe>: >~eelcs , 
hollever , 11 con tinued l a clc of r n1 n in some sections hils 
ccu~ed doteriorntion in the crop, tmd it is expect ed t hat 
tne Se0ternber forecast 1·1ill show some decline from that 
or Aui_-ust , :a th an esti mated carryover of 10 , 6oo , 000 bales 
on A•~i,'U&t 1 , the over- ell sU9'>1Y oi tur.tlon is cootortable, 
but the su.,ply or lon& s t a;>le , hi£;11 gl•ade cotton needed for 
t .. e ar.:tsd forces is tl~t . It hns been eu:;gested th2.t ue 
ic?ort cooe or Peru's lar e stoe::s in order to ease ~;he long 
ct t?le su?1llY situation . 

The r verace .,rice of oidQlinz 15/16 inch cotton in the 
10 c'>llt tltll'ltet s has declined t1.loO at ~ percent since the first 
of June. Last >~ee:c, however , lt rose notlCel'bly as reports 
Here circulllted of crop dto.mc.~e c~uoed by the drought . The 
10 o1>ot mar:cet 1lrice is nou 11 percent llbove year-earlier 
levels. The farm price of cotton held close to ,arltydur­
tnc the 1942- 43 season (Aur;ust- July) , althouch laet mont h 
1 t d~cllnr·d to 19 . 60 cents per pound o.s compored to the 
u.•r1ty prloo of 20.46 cents . Due to the riSe in the !)llrlty 
.,rice of ootton, the 1943 Government loen rllte , announced 
recently, l6 llbout 2 cents lut·her for u1ddl1nr::; 15/16 inch 
cotton than the 1942 r ate. Under present ml'rl:et ;:>rices, t!te 
trc.c.e exYlects thc.t a considera'ole amount of thi s year ' s cro!' 
: ·111 :o into loan . 

Rettll inventories continue to decline 

After rlsi~ to a record hlr,b last summer, sensonall,~djusted 
retrll i nventories have since declined rloos t t:itnout 
interruption under the i l.lpllct of wnr- tlce curta1~ent of 
ci vlllo.n goods production and bec.vy retell sales volw:>e. 
At the ~nd ot June the latest J)erlod :ror l·'hich ! 1 ;ures ~re 
twallnblc , inventories >~ere down 26 percent ft'Om last yenr' s 
Ylee.lt. In contrast, seasonally-ad justed retllll snles durinr-
the month attained the second hi Ghest level on record. (See 
Chart 5. ) 

At the r nll of June ell mtljOl' retn1l etot•e ·roups except 
drue; stores sho>:ed 1nventor:r declines !'rom yea.r- earlie: levels . 
Az1 1m1lortnnt re.ctor 1n the decline 110.0 tho 70 percent arop 
sho>m by dealers in net~ nutomo'oiles nn r t•e&ult of the cescatlon 
of automobile 1'lroduct1on. Likewise , stop,~ces of production of 
ro.dloe refr1veretors vacuwn swe~;ers r.nd el!ltll~ items 
contributed .o a 26 ;>~rcent drO? in denG r t!:lent store stocks . 

• . -
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F. R.B. INDEX OF INDUSTRIAL PRODUCTION 
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MOVEMENT OF BASIC COMMODITY PRICES 
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INDUSTRIAL STOCK PR ICES IN U.S . AN D U . K . 
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u. s. COTTON CONSUMPTION 
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RETAIL INVENTORIES AND RETAIL 
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HAIIIOt..O THOJI4A8 HV ... AH , M , 0 . 
• • o ~""K AV • Hu• 

~r. Henr7 Worgenthau, Jr . 
The Secretary ot the Treasury 
'111aahina:ton , D.C . 

N C. W YO•te. CITV 

Augua\ SOth, l~S. 

I thought tho following liat o! quea tiona a1gb\ 
make t~Jnga easier for you in r our 1nttrv1tw wi th Col . Turntr:-

1 . Ho• liNCh SJphi li• is there in the An111 in thh 'liar! 

2. Wha\ typ.ea of treatmen\ are be1na uttd ror t~ control of the 
infec\iont 

3. How long dots the a verage treatment la1tt 

4. Ho•' long does it take before 1.he bl ood oleara under the se method• 
or treatment? 

5. What would you approxima1. e a• the number of m&n·days lo~t last year 
due to incapacitation aa t he reault of 1yphi lia, or the interruption 
of dutiea nece&aarr to gett i ng the routine treatment? 

8. II it possible to\aatisfac}orilxlo~plete treatatnt\in co~bat ~onea 
unde r the pre•ent auspieesl 

It not , hew 1214ll1 a:.en are incou;;plttely t~ateCl ana what UJ be the 
later conaequencea of ~hat incomplete tre&t:ent in ttnas of d1•­
ab111tJt pension, etc.t 

7. •bat la the present ruling of the A~ rela\ive to Air Corps meo who 
bocomo i nt oc\od with ayphiliof 

8. Have 701.1 •n,y way of approxirna:t.ing t.he number of trained Air Cor ps 111en 
who Are grounded because of eyph111a? 

9. Have you an1 way of eat imatin& the number ot Air Corps man d~y• l ost 
duo to tho present method o! dealing wlth thio prnblomf 

10. When one me~ber of an Air Crt• 11 aroundtd , because of ayphilia, 1• the 
"'" of the Crew grovnded'f 
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Pa'' No. 2 
Vr, HtnrJ Woraentbau, 1r. Augu.t SOtb, 194&, 
The Seoretii"'J of the Tn••W"J 

11. 

12. 

1S, 

14. 

15. 

16. 

If theae cen are alao grounded , bow aerl oualJ doea th1a Lap&ir the 
orrtcloncJ or tho Alr Force oporotlonof 

Wee this &t all a problem t o General &laenhower in North Atrlca, and 
l o lt a prcblo~ to blm toda7? 

Io thlo a problom to Gonoral llacArtburf 

What la the preeent atatua of lntenalve tr.-tment by tha five-day method? 

H6a the method been approved by the Subcommi t tee on Venereal Diaeaaea of 
~he Nat lon~rcb Council for uae unde r apeol6l cire~stanceal 

What are t~~rementa for uae of five-dar treatment? 

17. •auld five-dar tru.bent g:reatl7 out down the nUZibar of I!I&D dare l ost! 

18. Would flve-d&J treatment lnoreaaa the efflclencJ of the Air Forces lt, 
after trea tcDent, a~an were pendt\ed to return to duties within a abort 
tlllltf 

19. Ia flve-da7 tr1at~ent being uaed at th1 pre11nt time in the A~ and , 
tr eo, wheN! 

How many patients have been treat ed! 

20, Why io not flvo-day troatmont bolna ~oro wldoly uood other t han the rtok 
of the eerious treatment reaction• eetlmated at l to 100, end treatment 
doatho ootlmatod at 1 t o ~00 or l to 400 . 

21. I1 it trve that the treatment react ion• are more aer1ous in the reported 
experience• amongst wo=en than a.onaat men? 

22 . Ia it not pos aible that tr.&t!nent reaotlona &n<l treato:ent death& will be 
f ewer ln & ~~ eontlnaeot? 

23. How uru pa\iente have been tr.atecl Wlder the auqpicet of the United St&tll 
Pub11o Ho&lth Sorvlcof 

What io tho oplnion of tho Onitod Statoo Pub1lo Hoalth Sorvlco otatlotlclono 
relative to comparative efticiencJ , oomparatlv• curee and co=par6tl~l toxlo· 
ltyf 

24. It tho Unlted States Public Health 8orv1oo to •ovlng along oo rapid17 with 
lntenelve treatment , wh7 doea t he An1.1 le.a behind! 

SlirolJ, 

Harold TbOIIIIlo 11,._,, II. D • 

.. 

•• 
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BRITISH AIR COMMISSION 
1,_ MAaaACHU..-n'8 AVWNU• 

WUHINOTON. D. C. 

W1tb tbe coap~ente ot Br1t1ab Air cosmiosion 

who enclose Sto.teaent ' No . 100 - Airerott Despatched 

- for • eek ended Au"""t 24, 1943 . 

Tbe l!onourable H81U7 Yorcentbau, Jr. 
Secretory ot tbe 'freaaurr 
l::ASIUJIG'IOH I IJ. c. 

August )01 1943. 
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~,ECRE"1Q 

orrtca 01' THC 01..,._ 

TREASURY DEPARTMENT 

I'ROCIJMMINT OIVIaiON 

WASHINGTON 

Augus t 30, 1943 

l - Olli'DUl TO THl. S-CR:.TA!lY : 

Suppl ementing report to you of August 23, 1943, 

the purchases against the African Program f rom 

A~ust 23, 1943, to August 29, 1943, totaled ~338 ,009 . 99 

or a total of purchases for the program thus far of 

... ss, 279, 851.95 . 

Attached is repor t giving status of shi pping 

against t hese purchases . 

~~ 
f~lt. r. . lack 
of Procurement 

,. 

-
73 
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""'. E~ ,_ - ... , ,.._ 

Tonnage Tonnage Tonna!:e Tonnage 
Shipped to Date Under Load On Hand at Port Ln Route 

Commodity From U. S. A. At Port tai t in& Vessels To fort 

Agr ic . J..ach. & Implements 1730 .91 5 .5 437 .52 234.52 
Automotive Eqpt . & Parts 790 .92 3.27 76 .9 69 .4 
Batteries 120.77 18 .75 7 . 
Beari,a 2.09 .02 .85* .02 
Brass Bronze 288 . 4 2.5 87 .6 
Brushes & Brooms .8 .15 
Bldg . Hardware & l~terial 243 .64 45 .8 210 .69 178 .21 
Chemicals 17,126 .87 698 .71 6022 .31 5404 .4 
Clot hing, !lotions & Textiles 15, 567 .75 32 .6 3141.13 4780.01 
Construction l~chinery .12 
Copper in Various Forms 240.41 52 .11 129 .67 21.03 
Elec . Eqpt. & Supplies 66.52 5 .34 27 .24 36.4 
Explosives 14 .15 
Ferro-Alloys 66 .44 18.76 
Food & Food Products 6032. 
~·urniture & Office Eqpt. .1 .5 .01 
Glasa 194 .82 60 . 42.78 690 .44 
~bite Products 92 .66 40 .04 

& Cutting Tools 705 .23 273 .27 381.66 428.85 
Industrial ~chinery 47 .61 63.32 50.94 109.62 
Iron 145 . 410. 425.6 1225 .4 
Jute Bags 857 .47 535. 
Le,ad & Lead Alloys 73 .18 102 .5 
1edioal Supplies 56 .12 1 23 
lion-Ferrous l!etals, Other 386 . 24 . 44 .86 .33 
Paper & Paper Products 3576.44 2204 .91 1484.04 2285.67 
Ro~e & 'l'wine 247 .7 34 .75 14 . 12 . 
Ru ber 692 .25 58 .8 299 .23 412 .97 
Shoe& ~ Boots 315.68 5.34 302 .96 1159 .83 
Steel , All oy & Carbon ()590. 56 632.98 5379.33 5652.59 
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Commodity 

Steel, Pipe & Tubing 
Tin Plate 
Zinc 

Totals 

Tonnage 
Shipped to Date 

From U. S. A. 

229 .85 
845. 

57, 347 .34 

Tonnage 
Under Load 
At Port 

21.5 

4, 655.13 

* This amount has been reduced by 2.1 tons, which tonnage 
was an overage caused by duplicate recording . 

. t ' ... - \ · _.. 'a;. --Tonnage Tonnage 
On Hand at Port En Rout e 
Vlaiting Vessels To Port 

53.03 

29 .84 

19, 361.48 

12.53 
1357 .55 

25 .66 

24, 054.55 
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TREASURY DEPARTMENT 

78 

TO 

F -.OM 

INTER O FFIC E COMMU N ICATION 

J:Z. . l'ohit e ~ 
! !1.. Kistler 

<>A-ra Aug . 30, 1943 

J•tbjoct : His tory of Dutch Roquest t or a Loan 

l . en lobrtlllry 1 , 1943, i:r. Lolakt.m:> of t he Ne therlands !l!!be.ssy, in­
'i..J.uxl lnfomally of r.:r • .. Jtite about the po~sibilities or obtcr.mg from 
this Govomment a loan of about ~)1)()-{400 llllllion to be used to finance ""r 
e:-.ponclituros and g<~neral expensea of tho !fatherlands Governmnt in e>:iu . 

2 . On Apr a 29, 191.3, :.r. Crer.a de lo"ih, tinal'lcial advisor to tho 
.e~llerlllnds .;o,,=ent in exile, a{lain roJ.sed the 11attcr in!'o.-..Ally in ·:r. 
~ te •s o £1co . !:e rentioned tho figure or 500 "'Oillion a> d s aid t hat tho 

,.r coeds o! th l oon ""'"' to be used to £1nanca t enerel expenclitures o r l:is 
.. ·ovol<:!fttnt . 

3. On July 13 , 191.3, :.:r. \'an don Brool< Mel J r . t rcna de Iongh ir.!omecl 
t:.a secretor; of the desit'll of thoir Governmont to borrow ocney from thio 
ilovom•ent on a loan similar to the ono r>ado by the !!S .C. to the f.ti t1ah i n 
l.'J4l. Tho Secretory asked f or a chance t o otudy the request and :!r . Van <len 
_roal< proMised to send him a copy of tho mamor lll\dum they had subod tted to 
the State Lepnrtment . 

J:r. Va. den nroek int'or.IIed Lr . ..h1to attar tho mcet i"i that the amowtt 
roque•ted r.na ,300 ~J.llion and ttu.t ~oc ret.ary Jvnss had said he "as 'I'A to 
, .... i, to ~<e the loar> available on tho coll4tort.l t!lo 'lir.i::t.er hal in mr.d. . 

1. . Ut Jul;, 15, 191.3, the Tre<U~ury recoivod a copy of the ce:oorondw:l 
sublli•t.ed to t .'lll St.nte ...>ep.artce:ot in r.hich the .Aitcl. ;ioveiTC!:>t "''<""~t• 

a. Financial ass is bnco to cover its present bud!;et.ary expenses 
either through und-leaaa taoilitiea o r 1n the for::t of a loen; 

b . A loan for reconstn~ct1on ,urposea in the amount of ).<> t:lillion; 

c , Tho unfreezing of the !rozen uooew of tho llethorlMds !.h,ol.rc . 

5 . ()> July 28, 1943, ::r. l·<lul oubmHt od to ~he ~ecretary a memorandum 
init ial ed by him and r r . .. hi t o reviewin£ tho Dutcl: request !or" l onn for 
poot- >:ar purposes and rccor.mending that the rocpost be don1ed . 
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6. Q'l Allf,u:;t l2, 1943, lleosrs . Van den l!roek Dlld Crena de Iongb r&JJ8&ted 
thair request tor a loan in tho Sec>otacy•a office . The Secretary pointed out 
t.be dooi~icon not only h..d important policy implleations !or us but that it 
,;ould oet a P>'Ocedon t for other ~ovornmonte in exile . He said that ttte policy 
doc181on was novr being studied m d that he would let t hem know o£ our decision 
o.a soon o.s it hnd been reached. 

7 . Ql, Aursu.st 16, 1943, the l'rooident tranemitted to the Secreto.r; a 
eo1•Y or a lott er received from :lecretery Jones d4ted August 10 in which the 
latter reuinded the President o! the IJutch reque _t for an 1\. ::'.C. loan and 1'\lrther 
ct· ted that .~ . ~ar den Brook had told him he •• to discuss the catter with 

he I"'''sident on .• ugust 11. 

8. On Aucust 21., .::ecrotary Joneo subll.tted a -.orandua in whi ch be 
AJl;\188 that ...., should give the Dutch a conditional eomitment . 

9 . A memorendw. troJ> the Secretory to the PrJsident "as prepal'Od on 
tho Treasury 's posi tim . This reoorand1111 ia to be sent to secretary Hull 
!or hia W tials , if he approves . 

On ~uaUDt 31st Secr>ta::v :orgenthau telophaned Secretary Jones to tell 
him briefly the conclusi on in the .-orandwo. The ~ecrstary said t hat he ws 
sonding this mcmorsndum to Secretory !lull o.lcng "ith ticcretary Jones ' momc-
r: ndum Dlld tiVIt ho wa .• also sending o copy of tho 'l'ressUry memorandum to 
..,oc t'f" tUl'Y Jones . 

• • • 

Regraded Unclassified



c 
0 
p 
T 

])lj 

'l'b !a t ole t;ram mWI t be 
):oraphraaed before b•lnc 
oommun1eated to ~one 
other than & Governmental 
a&•n•"Y • (l!R) 

Secretary of State . 

Waah tn;ot:~. 

108.:!, Aututt 30, noon 

J.r-rhed Ca1outta /.Ut;Uot as. 

IU.CllONALD 

\'ISB 

80 

Caloutt& 

Dot ed Au$Uat 30, 1~3 

R .. ' d 11 01 p.m. 
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BRITISH MCBT SECRET 
U.S . SECREt 

omt NO. 285 

NOT TO BE RE·TJW!SHlTTE!! 
COPY !10. f?J 

lni'ora>ation received up to 10 o , m,, J()th August, 1943. 

l . ~ 
A clllll'amo party 11as lamed on 26th/27th at BOVA bARillA on 

South c""st ot toe of ITALY, prisoners vero tekon and the party returned 

nporting the loeallty ullliefended, On tho following ~t, 5 other partieo 

were landed, am having teken gore priaoners r ciOilined to reconnoitre, U.S. 

motor torpedo boats operated North of NAPLES on 27th/28th and one or 1!, 1, , 

Cruisers with ' 1 destroyer bombarded PELLARO, South or REGGIO on 28th. 3 tank 

landing orott were burned out and 1 aoriously domngod by fire and explosion 

at TRIPOLI (L) on 28th. No further dotailo, One or H. ~ . Fighter Direction 

Shipe waa doJIISged by airerett East of OIB!\.'.LTAR yeaterday, 

2 , AIR OPE!UT!Ot§ 
!m>IERN 1\0!f'l'. 29th/J0th, 8 llo"''uitoa .. ere sent to DUISBURO 

ond COLOGNE . One 1& missing . 

'il 

~· 

lUJ<X• 27th/28th. 45 Tlellingtons boobod the raUwsy contra 

at SAl.EliiiO end 12 Bostons attacked gun positions at SAN GIOVANlli , 16 hoovy 

bombers attacked COTROOE on 28th. 76 oaoorted Fortresses attacked the ra1l11ny 

eontre ot TERNI, dropping 248 tone. ~75 oscort od medium and light bombers 

attacked the railway centres at CANCELLO ond A~ 1n the NAPU:S SNO , doo 

LAWEZIA 1n Southwest ITALY, dropping a total ot 227 tons . 48 J.!itchells 

boabocl CATANZARO. J9 Liberatore b&cbed TAR,JITO, hitting the ..ain s t ation 

and a coruisar in tho barbour, 44 l'!arbewlca otteeked J'LWINA J.:AGGIC!!E 1n 

SARDUIU. Casualties fr<ll:l these operational Enei:O' - 31, 10, 20; cure -

7 fiihtara , 

-
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TAXES 

Present: Mr. Be.Ll 
Mr. Gaston 
Mr. Paul 
Mr. Sullhan 
lolr . White 
"!lr. Sll.ith 
l!r. Surre1 
lolr. Blough 
llr. Haaa 
lolrs. Klotz 

.Augu.at 31, 1943 
9:45 a.m. 

H.M.JR: Last night Mr. Paul called on ~r. Blough 
and Mr. Surrey to explain what he was thinking about, and 
he wasn• t satisfied. So I did, and he was satisfied. 

O.K.? 

MR. PAUL: Your explanation was much simp!er . 
(Laughter) 

H.Y. JR: .Anywa7, this is m, interpretation of where 
we stand aa of ten minutes of ten this morning. We are 
going forward and building on last year•a tax !egialation. 
First the consolidated Victory tax - consolidated wi th 
last year's legislation. Then on top of that we are 
goiqg to fUt a Social Security progrsm which will , using 
the fa?or1te term of today, simulate the Wagner bill; 
and then - I mean, that is the foundation that we are 
going to work from - build on. 

Then we are going to put on top of that, most likely, 
not the eight billion aeven, but a program considerably 
less than that because it runs up so very rapidly in the 
higher brackets, and we think it ia uaeleas when the 
Senators and Congresamen aee what it does to ten thousand 

• 
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dollars . So we are going to try to be practical and if 
this group we are seeing at four o' clock, Thursday- put 
it on your calendar - think it isn' t high enough, they 
can say so , and the President, if he doesn't think so . 

Instead of doing this very, very high stuff and some­
body else watering it down, we will go wi th something 
wuich will give us net, after all the other deductions, 
an increase over and above Social Security, roughly of 
about a billion dollars . 

llR. BLOUGH: That is the last schedule I ta.Ued to 
you about. I don't have the burden tables this morning. 

H.M.JR: But the way the thing looks, Social Security 
from individuals and employers, the Treasury should gain 
about si x or seven bill ion dollars . 

hlR. BLOUGH : About five and a half, new. 

MR. GASTON: Including employers? 

MR. BLOUGH: Yes, from next year's rates. 

83 

~ P! UL : That doesn ' t include corporations and excises. 

l.lR. GAS'ION: No, income and pay roll . 

H.!d. JR : Five and a half, t tten t'lfO billion from exci 
taxes, makes seven and a half and one from corporations 
makes eight and a half. Is that right? 

tax. 
MR. BLOOGH: That is right. You haven ' t your income 

H.M. JR: That is a billion, which makes nine and a 
half. 

Now, I told the President roughly ten , which waa 
pleasing to him.' When he (Paul) came in with the eight 
seven !ast night - I mean, before we get into details for 
a minute - I mean, this will be somewhere between ~in! and 
ten billion dollars extra. Now then, what Paul aa1d 1s 

Regraded Unclassified



- 3 -

this: "I am with you on that program, I can support you 
on that, but you are going t o get turned down and get 
turned down flat, and you have got to have a second line 
of defense. If they won ' t give you the Soci al Security, 
I (Paul) recommend a postwar credit which will practically 
fit over as a glove in the same group and same bracket 
that the Social Security fi ts, and will produce about t he 
same amount of money. I am recommending that as a second 
line of defense. " 

If they say, ~. ~cr,genthau, we are very sorry, we 
can' t take that, but we will take this and the postwar 
credits would be written so that if that went in, end 
Social Security followed sometime l ater, you would get a 
credit for your Soci al Security and wouldn 't get your 
postwar credit.• The postwar credit would be in the form 
of a non-cashable - I think you (Paul) said interest­
bearing bond - but that is unimportant. 

New, Paul and I - I can't pin Bloufh and Surrey down 
yet , but Paul and I are together up to he postwar credit 
thing, and I am not sure if I see ali the angles to it. 
I want to throw it in. We agreed last night that by noon 
Thursday everybody in the room, including ~self, has got 
to t ake a position so when we go into that meeting at 
four o' clock Thursday afternoon tbe Treasury is together 
for better or worse . 

Have I stated it about right ? 

MR. PAUL: Yes . I would like to el aborate some of i t. 

H.U. J'd: You want to elaborate? The floor is yours. 

MR. PAUL: The f i rst program is Social Securi ty up to 
three thousand and a tax increase above tha t . I think 
that Social Security is going to get an immediate,quick 
tum-down and the committee i s going to say to the Secre­
tary, "Now, you can ' t have that; it is impract ical. What 
do you want, since we are going to turn you down on tha t ? 
~hat have you got to offer instead?" 

.. 
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Now, my reason for suggesting thie postwar credit is 
this: I don't think we ought to nave too big increases 
of tax in the lower brackets - very low brackets. I 
tnink we have got, however, to do something to mop up in­
flation, and we can't do it through Social Security, and 
we doo ' t want to do it through a permanent take in the form 
of tax. The only thing left is some sort of a rebatable 
tax after the war, particularly in the lower brackets . 
There wouldn' t be an7 rebate in the upper brackets . There 
will be maximum limitations. 

Another reason for this ia that it affords opportunity 
not only to give the credit the Secretary suggested for 
any later Social Security, but it affords a mechanism 
fo r giving credit by way of immediate realization of the 
postwar rebate in hardship cases of variou.s types. You 
are able to let people anticipate their postwar credit, 
for one thing, if t hey have a declining income, or some­
thing of that sort. 

Those are t he main reasons . Furthermore, I think 
you have to - particularly if you amalgamate the Victory 
tax, which I am very anxious to do because of the simplifi­
cation consequence on that - you are going.to have a big 
hue and cry because you are letting out a lot of small 
taxpayers - taxpayer• who make above six hundred and twelve 
a year, but le as than the present exemptions . 

If you do that - if ru are succesaful there you 
have got to have some sor of a take - some sort of a 
taking away from ~eople in the lower brackets, not only on 
account of inflat1on , but also on account of a Congressional 
desire to make low income taxpayers contribute to the war 
effort . That is a very powerful feeling. 

H.M. JR: Excuse met 

JAR. P.t.UL: I was just mentioning tl.e fact the t if you 
eliminate or amalgamate the Victor,y tax, you let out a lot 
of smaU taxpayers from doi ng what a great many Congren­
men think they ought to do - contri buh something to the 
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war effort. And you have to havo something to put in the 
place of t hat mechanism where you will get - where ;you 
will run into a strone sales tax movement for increased 
i ncome tnx, or something of that sort . In fact , Senator 
George is said to have told Starn, who told us, that even 
a movement to amalgamate the Viotory tax would strengthen 
the sales tax movement . 

Is that , Roy, your understanding? Have you got any 
other points that we discussed yesterday? 

MR. BLOUGH: There are undoubtedly other points. I 
think the real issue is whether you can think of this plan -
whether you think of this with Social Security in or Wlth 
Social Security out, and whether you think of Social 
Security as a tax or Social Security as something else. 
If you can think of Social Security as a tax, and you 
think of it as being in, tha t more or less cures most of 
these problems . 

I personally feel that the Ways and Means Collllllittee, 
at least, is not going to think of Social Securit~, as 
being com~arable to the other taxes, and is not going to 
like the 1dea of putting it in . Then if that happens and 
they start looking at just the income tax, they will see 
that for some millions of people the taxes will actuall y 
have been diminished - reduced by this proposal - that for 
a substantial number of others the1•e has been no increase, 
and then the increases come above t hat level - above t he 
three-thousand-dollar level. 

I also am very unhappy about the size of the income 
tax that is left . 

MR. BELL: The Ways and Means Committee isn't going 
to throw out the Social Security program because they 
don't look upon it as a tax. 

MR. BLOUGH: I don't think that will necessarily 
enter into it . 
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Iolli. BELL1 I got that from Y<hat you said. 

Ml~ BLOUGH: I mean they will l ook: on it as a different 
sort of an animal. 

H.M.JH: May I just say this? There i a no use going 
at t J. ia with the a t t itude you are goin~ to be licked. It 
baa three things that I like. Firat, 1t is Yery atron~ 
anti-infl&tionar.y at the level that you want; two, it 1a 
a good social program; tbree, it is a good postwar program. 
Those are the three things I am interested in. The only 
pl&ce where Paul and I haven' t come together is on the 
second line of defense. But he is very insistent - which 
he should be, because he i e going to be the second line of 
defense, and .hat is he gabg to say if the minute I leave 
the room they turn ua down and say, "We don ' t want that ; 
wJ.at else do you want?" .lnd in the nrioua diacusaiona 
what are the various implication• of a postwar credit -
people of three thousand dollars or lese? I mean, what 
effect will it have on our volunteer plan? Does it open 
the door to something worse, and so forth and so on1 
That is what I y;ould like to get. 

YR. WHITE: I am not sure I quite understand the 
second line of defense . Was it your thought that in the 
event you favored a post•ar credit if other things weren't 
available, that that poshar credit would be the posaible 
source of a transfer at aome later date into a Social 
Security program? In other •orda , let's suppose that--

J.IR. PAIJL: Let ae explain that a J.ittle bit. 

H.M.JR: Wh1 don ' t you let Surrey do that? ~ould 
you mind, Paul? He gave bir th to it at the request of 
you. You did that on me. You a~ri tolled them around. 

MR. ~AUL : I woul d love to have him. I don' t know 
who ia t he mother - I am sure 1 t is an illegitimate child. 
(Laughter ) 
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MR. SURREY: Yr. 'White, it ie, ae rou sar, in other 
nords , the point ~ould be, if you can't have the Social 
Security tax naw, there is an income tax law - a mechanism 
whereby you can absorb the impact of later Social Security 
tax inoreaaea on the lower groupe by simply letting them 
use the Social Securitr tax as the inmediate utilization 
of the postwar credit. 

In other words, you have a postwar credit now, but 
if next rear Congress passes the Social Security tax 
along the lines of the Wagner bill, the increase in the 
payroll tax could be used immediatelr as a postwar credit. 

lffi. BEU.: The general Social Securitr program at 
this time, and not have to consider all the benefits and 
t hings of that kind? It is the same impact on the lower 
individuals - lower incomes? 

MR. IDRREY: If you start v.i th ll.r . Paul's premise, 
that the committee is not going to consider seriously, 
at this time, a Social Security measure, but will say, 
"That ia very nice, but what have you got in the war of 
an income tax proposal if we do not want to go into 
Social Security - what would be rour next suggestion?" 
Yr . Paul would be suggesting, as I understand it, a 
revenue program which would take from people about the 
amount that the Secretarr' s program would have taken; but 
since the Secretary's program had the major part of it in 
Social Security, and hence is not a permanent takin~, be­
cause ther are going to get some benefits, and impl1es 
that the lower income groupe can't stand the permanent 
taking- hence we threw in our postwar credit. fithough 
we temporarilr take the same amount of mone~, we sar, ~e 
will give it back to the man after the war. 

MR. WHITE: Either in the form of a Social ~ecurity 
program or in the form of a direct rebate, depending upon 
a later decision? 

MR. 5URREY: That is right. 

UR. WHITE: I think that is a verr clever idea. 
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1nt. BLOUGH: In a way it is building a building in 
which you are not quite sure what 1e going on the fi rst 
floor, so temporarily you are going to put a postwar 
credit on the fi rst floor, which would be paid back to 
the individual ; and if later on they put a Social Security 
story in there, that will take the place of i t. 

Mn. WHITE: I would like to think of it rather as lay­
ing a foundation that woUld be good for a building with 
one kind of roof or another. You decide l ater on the roof 
you put on it . I t hink i t has a great deal of merit. 

~ SULLIVAN: I don ' t think so. It is exactly the 
same technique used in the Victory t ax. The reason for 
the insistence on the Victory tax v.as that the boys who 
wanted compulsory savings wanted to nave so~e device that 
could be used for compulsory savings. The result is, 
whereas your simplified form filed last !&arch took five 
minutes to execute , we have had tests on the beat form the 
boya can devise on the simplified form for /.\arch 15, and 
it averages fifty-five minutes. If you go back into this 
other thing you are going to have exactly the same situation . 

Mn. WITE: I don't see the analogy. 

UR . SULLIVAN: You are going to have a postr.ar credit ; 
how are you going to compute i t? 

UR. BLOUGH: That i an' t y,hat the fifty-five minutes ia 
gi ven over to. It is given over partly to the twenty-five 

percent of the 1942 tax and the reat to insurance, life in­
surance, war bond purchases, and payment of debts. 

MR. SULLIVAN : Upon which you base your credit under 
the Vict ory tax . 

MR. BLOUGH: If you have a pure postwar.credit without 
those t hings, it won't t ake any fifty-five ounutes. 

MR. SULLIVAN: I think that is right, but it is going 
to take some ext ra time . I don't object for t hat reason 
at all . I t hink, Mr. Secretary--

,. , 
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UR. VW!ITE: . You nren' t objecting to it for that 
reason? 

MR. SULLIVAN: Not entirely, no. The reason I inter­
posed on you, Harrr, was tha t we have been through this 
process once of go1ng along with something we didn ' t like 
which 11as later to be adapted t o something else . Now, 
that is what the Victory tax was for. That furnished the 
machinery for compulso~ savings if they wanted to shift 
~t . That was w~ George was so insistent on keeping it 
ln. 

YR. PAUL: That wasn't w~ George 11as insistent at 
alL He v;aa insistent because t hat was the closest he 
could get to a sales tax. 

MR. SULLIVAN : Sure , that ia why he insisted on 
putting it in. I think you will recall why be was reluc­
t ant to remove it was because be felt it was a device 
that was adaptable to compulsory savings. 

Now, Randolph and Roy and Stan know a lot more about 
this than I do, ~~ . Secretary, but I just sort of wonder 
if there will be the same resistance t o the Social Security 
feature this year as there baa been in the past. It baa 
alw111a come in the past from the employers. Now, any 
increase that they get in Social Security now is not going 
to cost them very much because it i a a deduction for tax 
purposes, and if th~ are in the eighty percent bracket 
they will only be paying twenty percent of the increase 
of the tax on them, It seems to me - and I am just think­
ing out loud now, because I haven't heard thia plan until 
t his morning - that you have a question of strategy here 
with whether you are going to offer first the thing you 
want, and then be forced to retreat to something you may 
or may not want, or whether you are going to say, "Here 
is how much money we want; now, we think that these schedules 
are a little bit high, and perhaps i f , in the lower bracketa , 
you want to put this on a Social Security basi a, we v;ould 
be agreeable to doing that . • 
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H. Y..JR: No, if you don't mind - neither of the 
things you aay are the way I am thinking about it , see? 
ind certainly the President seemed to be sympathetic to what 
I am saying. 

What 1 am thinking about, John, ie an ideal that has 
the three points to it that I mentioned - the anti- infla­
tion, the social aspects, and the postwar. Now, the frame 
of mind that I am in - it is good fram the standpoint of 
sound economics, and also good politics. 

MR. SJU.IV.AN: Vecy. 

H.U.~, : It has good politics. Now, if it has all 
of those this time, and the President is sympathetic and 
~ill endorse it publicly, I am not particularly interested 
in whether we get it passed or not . So I am not parti­
cularly interested in the second line of defense. I am 
in full sympathy that we should have one, because the 
burden is going to fall on Paul and Paul should insist 
to have a second line of defense and get agreement . He 
is right . But I can also say that it doesn't particularly 
interest me . I mean , t he two things are compatible. 

I.!R. PAUL: Entirely. 

H.Y.JR: But I •ould like to once go up on the Hill 
and say something that I really can put 1111 heart into. h 
I told the President, it i a soaething tha t he and I can 
point to fiTe years from now, or ten years from now, and 
gradually see tbe country move i.n that direction. You 
liave got - somebody has to go out front and if you don't 
get it., all right, but five years from no~. , or teo years 
from now, or one year from now--

MR. SULLIVAN : You are offering the Beveridge plan years 
before they will get around to it . 

H.M JR· Let ' s put it one year, five years, or nine 
year• f~m now it will -be something that we can point to . 
And that is the way I feel. 
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Now, if an7bodl can say that it hasn't got any of these 
four qualities which I have mentioned, then I will take a 
look at it , but I don ' t think we should say we are not for 
the plan because Congress doesn't like i t , or Mr. Doughten 
doesn't like it, or NAM doesn ' t like it, or we can't get 
it through, or that it doesn't give Mr. Paul a good second 
line of defense. 

But for once, and I also told him this, t t at most 
likely i t is the last tax bill I will present because 
next 7ear there won't be one, and I would like this to 
be a good one. I also told hiD that this is going to be 
liked by the onl7 people that will support it • who will 
support a liberal party • and that is the people from 
tnree thousand dollars or do11n. In the room here · I am 
going to be frank with you • this will be good for those 
people, and it is good for America, because they are 
America, I hope . 

MR. W[ITE: Why did you pick thi s one billion? 

H.M.JR: That is a lot of computation. 

MR. WHITE: What I was going to sa7 was this. I 
think that on the brackets above three billion · between 
three billion and fifteen, you ought- -

H.M.JR: Three thousand. 

Yrt. \'JIITE: You ought to go the lim1t . I. don't 
think a billion is high enough. I think the higher you go 
on those brackets t he more just would your case appear. 

H.M. JR: May I interrupt you? !gain, I hate to be ao 
frank, but if I can't t rust you people · I would like to 
get full support, seeY In the room here, you people know 
where I landed with joint returns , and all that stuff, see? 
Now I would much rather have the Preaidant or Ben Cohen or 
somebody say to me, "Look, this isn' t high enough. Will 
you raise it?" - or at the meeti.ng. Now, supposing, HarrJ, 
nobody 'I¥' anything about raising it in that thing; would 
you atill insist on it? 
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UR. WHITE: I think the Treasury's position would be 
stronger if it pushed the income tax bet~een three thou­
sand and fifteen and twenty-fiTe - whatever it is - to 
the .limit. 

H.M. JR: Would you postpone the thing until Blough 
could come in either this afternoon or tomorrow morning with 
the scale? 
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~ WHITE: Yes, that is the only way to determine it. ,~ 

H.W.JR: After you see it, and see what it does from 
ten to a hundred thousand, you may say that is enough. On 
the other hand, we may say it is not enough. But the boye 
have to work nights for the next night or two to get t hat 
line to show us where it hi t s . I don ' t know- it may not 
be enough. 

MR. BLOUGH: I think one question will have t o be 
decided pretty soon and that is whether you want the l ine 
to be very heavy above twenty- fi ve t housand, because that 
is where we have drawn this line to bite the most , on the 
theory that t hat was i dministra tion policy and there isn ' t 

much money up there. I t doesn 't make much difference. 
But the rates on these charts a1•e Yery high above that 
len.l for that reason, and we can change thea • quite readily. 

H.lti.JR: You han what you call your "ll-2" haven' t you? 

WR. BLOUGH: Yes. 

H.M. Jl!: Which is the eight, snen; and now you are 
goi ng to strike one below that. 

MR. BLOUGH: The "M-:1." is the present exemptions, about six 
billion dollars minus the Soci al Security business, which 
means it winds up with a little over three billion dollars 
net . Now we have this new schedule which starts out at 
three billion dollars and we figure will wind up at about one. 

We wi ll get you that line thi s afternoon. 
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H.!.l. JR: V.ait WI til you see it this afternoon, darry. 

l.Ol. GASTON: IIIith this five and a halt billion that 
comes, roughly, below the three-thousand-dollar line but 
includes, also, contributions of employers - that five and 
a half bi llion, as I understand, would that be transferred 
into a Social ~ecurity trust fund - &11 that revenue would 
go into a .:locial Security capital fWid, wou!d it, Roy'( 

MR. BLOUGH: That is right. Three and a half bi llion 
f roa workers and two bill ion addi tional f rom employers 
all goes int o a trust fund. 

ILR. GAST\ll: Do you know what would be an t icipated 
under the \/agner p!an in the way of i.IIIJnediate disburse­
menbt and what would be added obligations? 

~ BLOUGH: It is my understanding there woUld be 
pract i cally no out-payments the f i rst year; the second 
year would depend on how quickly the health insurance could 
be gotten under way. If it can be gotten Wider way in the 
course o£ a year, they would start out-payments the second 
year, whi ch would reach in the neighborhood of three 
bi llion dollars altogether. The other payments, old age, 
unemployment, permanent disabi lity, temporarr disability, 

'!. would probably not be substantial until after the war. 

ILR. WHITE: Unless the war ends sooner - you could 
begin within two years . 

UR. GASTON: If they don ' t go out, you will have the 
Vandenberg objection that you are st ealing the money, 
accumulating lunda not needed for Soci al Security purposes, 
and the resistance to any increase in taxes . 

On the other hand, if they did go out rapidly you 
would have the inflationary oounteraotion. But I think 
your great difficul ty is going to be in that Vandenberg 
group who are going to resist any piling up of funds for 
Social Security purposes. 
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UR. WHITE: They are going to resiat it anyhow. I like 
the approach. It seema to me what t he Secretary is doing 
is getting away from the picture - getting far away snd 
getting a complete perspectin. There are certain things 
inevi table; one i s the extensi on of Social Security. Whether 
it comes this year or five years or ten years, it i s just 
as inevi table, I am sure, as that tomorrow is Wednesday, 
And furthermore , it is inevi t able, that i a one thing -
isn' t i t WednesdayY {Laughter) - and secondly, it is the 
direction in which I think we all want to go . ind certainly 
if you were to pick a time in which i t ia best to expand 
the i n- take, you couldn' t pick a better time than the present 
one . 

:.m. GASTOO : Yes, the difficulty is , Harry, that you 
and a great many others advocated the scaling down of this 
accumulation of fUnds for one reason - the economic reason -
the inadvisability of making a great take from the lower 
levels at a time of distress , whereas Vandenberg was on a 
totally different plane and position. He was resisting 
the accumulation of funds - he said we were taking the 
money from these peonle and spending it . It was all non­
sense, but he is still in t hat position. I am just think­
ing of the practical difficulties. I am ail for this idea. 

MR. WIIITE: I t hink probably you will find that you 
will get all the organized groups who think they represent 
the l ow income groups , will be strong for this at this time 
because they all appreciate the need of absorbing some of 
the income, and they are all for an extension of Social 
Securit;y. 

And the second large thing - it seems t o me the posi­
tion the Secretary is taking is one I cer tainly woul d sub­
scribe to. After all , t he low income groups are the low 
income groups; they get very little of the benefi ts of 
civi l ization ; they get very little of the benefi t s of the 
thinge we are fighting for; they get nry lit tle of the 
benef i ts of a United States Government as it i s - by very 
definition , they get very litt le . 
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Now, this is our opportunity to lift that group up; 
not depress them still further , And if there ia anybody 
who ought to pay through the nose for this war, it is t he 
fel l ows like ourselves who get the moat benefit from the 
kind of civilization we get , and others higher up in the 
income stream. 

It t&kes a long time to redistribute income in the 
direction which is also inevitable. And here is an oppor­
tunity to orevent thet kind of a modification of that 
redistribution which goes in the wrong direction ; namely, 
by putting relatively more pressure on the low income 
groups purely for fiscal reasons. 

After all, fiscal policy is an instrument for larger 
governmental policy. It is merely a means to a larger 
end for which Government stands. 

To use fiscal policy as a device to run contrary to 
the larger ends of the Government is , in mY opinion, to 
distort and abuse the instrument. 

That is why I am strongly in favor of not taxing the 
lower income groups as another i tem in the larger perapec­
the. 

Jm. SUil.IVJ.N: I agree with you, and I think the 
Secretary may have misunderstood my idea when I said to 
present this as a tax and then retreat to the Social 
Security. 

I would very much prefer the plan &I outlined by the 
Secretary than the same amount of money to come in the 
form of straight out- right taxes . 

When I made the suggestion I was thinking for purposes 
of diaouaaion with the leadera,in an attempt to get an 
agreement before you went in there . 
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H,V. ,JR: Look, John, again let me - after eleven 
years in this town - neither the President, nor I, nor 
anybody around the President has got enough influence to 
get the kind of tax bil l that he or I would like to 
have. See? 

MR. 9JLLIVJL"\ : That is right . 

H.I.! . JR: There is no question about it . 

Now, I don ' t think - I don't know, but I doubt 
whether he or I - when I say I, I include Paul--

L!R. PAUL: I agree with what you say. 

H.M.JR: I will say the Treasury. Neither the Presi­
dent nor his assistants nor the Treasury, I don't think, 
have enough influence to defeat the thing that the Georges 
and Dough tons want . 

I mean, I don't think that t he President has enough 
influence, So the chances are, you are going to get the 
kind of thing that George and Doughten want, anyway. 

So wb1 not put up a bold front and recommend something 
which is good for the masses and then sit back and boast 
about it and keep talking about it and keep working for it, 
and gradually, as Harry says, we will get it. 

I say it may be nine yeara. I am thinking of ' 44, and 
eight are ' 52. It may take until '52 to 6et it , but at 
leaat I would like to blaze the way, with the President' s 
assistance , on this thing because all of these things take 
a long time , and as I say - again summing up, particularly ­
and I don ' t think we could get the f i rst plan - I think 
everybody is agreed - the first thing we talked about, the 
twelve billion dollars from income tax. 
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I think it is very questionabh whethel' the "dminis­
t!•ation has enough influence to a top Geot•ge and Doughton 
and the people behind them, plus the hepublicana who at•e 
getting what they want. Vo'hen it is al l sWIIIJled up, why the 
hell don't we at least recommend something that t he heart 
dictates for once? 

!!it. SULLIVAN : I agree with ;you on that , llr. Secretary; 
bu t if ¥OU don't mind Q¥ saying so, I t hink you are the 
one ~ho sounds defeatist about t his now. 

H .~. JR : I ac talking here in the room. 

l!h. SUlliVAN : I understand that, but it seems to me 
that you have a far better chance of licking the thing 
Dough ton a.nd George want with the device you have now 
than you appreciate ; and I think that a real aggressive 
fight will produce somethinc now, not nine years from now. 

H. AI . JR: \'/ell then, you are for this? 

!.!h. Sl:LLIVAN: Ver ;y much so - entirely. 

Uh. GASTON : John was raising the question as t o the 
la t ter part of it - the deferred credit proposition. 

MR. 9JLLIVAN: I was talki.ng about the second line 
of defense. 

MR. GASTON : \1e ue all agreed on this primary plan . 

MJt. WHITE: Oh, are we? 

!.Ut. GASTON : I was just pointing out the difficulties 
and where they are likely to come from . 

MR. PAtJL: There i s jus t no use of not having a second 
plan , and you might just as well face the fact that_you 
might as well make your second plan - your second l1ne of 
defense - as stt~ng as possible . 

.. 
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liR. GASTOtl: About this plan, the onl;y thing I would 
norry about at all - I want to look at how heavy those 
schedules are in those lower groups. The general scheme 
of taxing now for Social Seourit;y, even thou~ it means 
the accumulation of a large tund - I would lfke to see it 
mean the accumulation of a large fund at this time, I 
am all for that, and have taxing in the lower levels for 
Social Securit;y purposes. 

~. BLOUGH: It is ver;y heavy in the l ower brackets. 

l.IR. PAUL: I would like to bring out an issue. I 
would like to bring out this point, because I think John 
ia entirely agreed on the first approach. 

UR. SULLIVAl'i: That ia r ight. 

MR. PAUL : He merely objects to the second. 

Now, I say you have got to be realistic on thie 
particular point, that the first plan you are going up 
with and you are going to present it; and it is going 
to be turned down, I think, pretty quick, but sooner or·· 
later it is going to be turned down. 

NoiT, the moment that is turned do1111 , the individual~ 
excess profits tax bo;y, the sales tax bo;y, and the Georges 
and the Doughtons will be after getting some of their 
stuff aoross, and ;you have got to have - ;you can' t fight 
them with nothing, ;you can't fight them with a Social 
Securit;y program; ;you have to have somethi.ng affircative. 
I think you ought to have it right at the beginning. 

I think this second plan is infinitely preferable 
to anything else you will get. You ought to fight for it 
on that second front. 

UR. WHITE: I am a little sympathetic with John. 

H,M. JR: Do you mind - I can wait. 

UR. WlliTE: If ;you go in with that, what is tru~bling 
John - what might give trouble is that somehow you will 
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convey, quite unconsciously of couree but I mean, you 
will be defeated too easily knowing, (a), that rou expect 
to be defeated, and, (b), that rou have a eeoond line of 
defense. I am wondering whether there ia need for dia­
®adoo ~ ~atp~ntat all. 

MR. SULLIVAN: .And it it 1a di aoueaed in the 1'hursday 
meeting, everybodf on the Hill will know exactlr what you 
aaid. 

lilt WHITE: In view of 
it, it won't be a matter of 
matter of dars--

the fact that when they defeat 
apli t aeconda - it will be a 

KR. PAUL: Right at the firat hearing. 

MR. MIITE: Then you etill can caae together and 
decide much better at t hat manent what your next step 
will ba than you can now. In other worda, I don't quite 
aee the neceaaity at this s tage of the game for outlining 
beyond the point that you have done and get ting somebody 
on your staff to work the thing through t o have it ready. 
&.It llby do you need to make any decision on thi a, since 
we can all agree to concentrate on the firs t point, leaving 
for a subsequent ad hoc decision, as the thing develops, 
what is the moat propitious time to go to your second line 
of defense? I think that--

H.W. JR: Could I just act as chai rman one minute? 
Do fOU aind? 

Before we go into the second llne of d.e!enee I would 
like to get the expression on the fi r at line, which we 
haven't 1et. 

Dan, you haven' t tal ked about it. 

MR. BELL: I think it is good. I think about all fOU 
do probably is make a record. But I think it will be an 
excellent record to make . 

H.K.JR: Could you personall1 go up and support it? 

• 
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MR. BELL: Yea, ai r , I think it is a good thing. 

H.M. JR: You would be willing to publicly support it? 

MR. BELL: Yea, air . I think the second line of 
defense is weak, but I think the first thing is ewell. 

H.M. JR: You are satisfied? 

VR. BELL: Yes. 

H.M. JR: Now, Wr. Haas? 

VR. HAAS: I like the fi rst line. I take it that is 
going to be a public expression. I wasn't sure of t hat 
before. I have some comments to make on the second. 

• 
H.M. JR: Just comment on the first line • 

MR. HAAS: That is O. K. I like it. 

II .M. JR: Now, Frederi ll: Smith? 

VR. SMITH: I think you can sell it if you sell it 
to the people before you go - if it is sold bf aomebodf 
elee, not by us - if you do a Ruml in reverse before you 
go on the Hill with it. 

H.W. JR: How do you do a Ruml in reverse? (Laugnter) 

MR. SWI'lH: Well, r ou have got some top people out 
through the country Who are in the wrong group - in the 
upetafra group - who will blq thia. Let them come out 
ahead of time without anf connection with ua at all and 
launch this kind of a thing, t he business of Social Security 
and taxes oambined, and start a snowball going before you 
introduce it in Congress. Then Y?U will get aame of the 
people behind you, and you wouldn t get caught with just 
willful people back here in Congress, because they Wlll 
be afraid the pressure- -

• 
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H.W.JR: Illuetrate what you mean. 

llR. BEU.: Labor groupe? 

YR. SMITH: No, beoause they are going to be for it, 
a1171ray. llut where you hna eCDa liberal groups in Nn 
York working on thia poet-war operation - they haTe .. ong 
than a lot of Terf wealth7 and well-known people. You 
could explain to their leaders the pouibility that mqbe 
you could combine taxee and Social Securit,r. The7 would 
pick up the ball. I am eure of that. And they would caaa 
out caapletel7 apart from ue without any reference to ue 
and start promoting the idea that taxes end Social Securit,r 
could be combined to do the thinge that 70u think ought to 
be dona, and to combat inflation, and that it would 6e a 
good innstmant in the post-wr, and ao on. 

They could do a general ealee job on the public and 
begin to get some public .. ntimant for this thing. Other­
nee you are going to wlk up and spring this cold on the 
Hill , and the Hill ie going to be much better organiced 
to get eentiaent aa.Inst it quick because the people who 
are going to back £hie thing are the people with the mone7 
who can organic• what looke like eentiaent almost oYer · 
night. TheJ can organize letter writ ing to their Congrees­

men, and so on, juat while 7ou are turning around. 

So the only Chance we haTe is to get that atartad 
ahead of time and to build a backfire, eo to apeak, ao 
that wa will haTe eaae aort of a etage eetting when we go 

up. 

H.W.JR: Like this group that got out the Barr1 

~ bulletin? 

llR. SliiTH1 that h right. 

H.ll. JR: WhiCh, lncidantell7, wu an awfull1 good 

bulletin. 

llR. Slll'l'll: Wall, that particular group, Arthur 
Goldalth, Harr1 Sdlanaan, and John Farrar - the7 are 
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prett1 close to Wlllkie. The firet thing you know you 
would have Willkie promoting it. (Laugbter) But people 
who are highly reputable and who are not crackpots who 
would eee the virtues of this thing before it got into 
politioa - after it gate into politics they won't be 
able to see an1 virtues in it at all. 

MR; fMITE: I would like to comment on thet it you 
want to get a r ound it. I differ with h.im. 

H.W.JR: You differ with it? 

UR. WRITE: Yes. 

R.IJ . JR: Good. 

MR. ~ITH: I would feel verf, ver1 bad if Wr. 
Harry White didn ' t differ with me on anything I said. 
(Laughter) 

MR. \\HITE: You would know that you were slipping. 
(Laugbter) 

H.K. JR: Go ahead, Rarry. I want to stick on the 
tirat line until we go to the second line. 

MR. \HITE: I think that everything Fred said sesaa 
ver1 cogent and ver1 effective if it applied to a mnaller 
thing. However, I think that this ia too big a thing to 
be handled - to be subject to that kind of aodification. 
I think that the Administration aust coae out with - the 
President muat came out with it as an Administration 
factor; to be sure, the opposition will gain rapid ground. 
I quite agree with ;you ~9nith) . But I think that there 
can then be opportunit1 for swinging these groups into 
line very quickly and that though it would be a little 
lese effective from the point of view at the beginning, 
I think ;you would be much more effect ive in the end, and 
it would become very quickly a matter of prime political 
consideration throughout the world. I think ;you will 
amaas people in support Who would be in support in the 
first place. 

• 
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Tbe newapapere aren't going to like it no matter 
whether you get this group in support or not. They are 
not going to like it and are going to bang away at it the 
same aa they have any good tax measure we have ever pro­
posed. They know it ia not in their interest to have 
that sort ot a tax. I don't think this ~all group is 
going to convince them of the contrary. 

It aeema to me you loae the desirability of having 
t his come out aa a definite strong Administration measure 
announced by the President as one of the long atepa tor­
ward which he baa contemplated, which is the second measure 
in hie program. The tiret measure wee hie announc11111ent 
about taking care of the returned soldiers. 

llR. H.US: Something oocurs to me, I think, which 
would iaprove the whole approach. Maybe you have this in 
mind - it aeema to me t his ia born out of a tax conference, 
that the public impression would be much better if you 
presented this, not aa a tax measure - this whole program -
but give it another name eay, an economic stabilizati on 
program where people wili not aaaociate the Social Security 
contributions as taxes. It ia just one of the elements. 

In the very early days you had that in your anti­
inflation program to increase Social Security taxes, but 
I think it ia a deterrent if you add the Social Security 
up just aa any other type of taxea. I don't think that 
is necessary. You start out wi th your presentation ot 
those tour points you are trying to achieve. Ia that 
l'ight that way? 

H.~. JR: I will talk to t he point. While I would 
love to do it m¥aelf, I realize it would be eo much 
more effective if the President would do it, and I am all 
for having him do it if he will. There is no argument 
about that. 

WR. GASTON: If he would precede this with an 
announcement t hat he would make a strong dl'ive for a 
Social Security profram,and drive the Social Security 
prograa, and he fee a eo atl'ongly about the urgency 
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ot that that be baa asked the Secr etary of the Treasury 
to work out the necessary tax eobedulea and present it 
to Congreaa--

105 

MR. SULLIVAN: To t i de the country over the reconversion 
period and later- -

H.lo!.JR: There is no queation but what the President 
will make the announcement committing himself to this 
thing. That would be all to the good. 

MR. BELL: Hasn' t be announced two or three times 
that be wanted submitted to Congress a complete Social 
SecuritT program? 

H.lo!.JR: Yes, but you see, the troubl e is gping to 
be - in the talk last ni~t again - we feel we will get 
no support !rom either ayrnea or Vinson . You feel that 
n y, don ' t you? 

lo!R, PAUL: Yes , 

H.lo!.JR: And we al so feel that the chances are McNutt, 
Uiss Perkin~ and Al tmeyer wiil also be opposed to thi s. 

YR. BELL: They wi ll be opposed to it as part of the 
fiscal progr~. ~ 

H.U.JR: That is right. So it gets down to the 
President and what he wants to do. He baa invited me 
t wice now to come, and I thought that a t I would like 
to do ia get to him - I think we ought to have a deadline 
in presenting this to him next week. We ought to ask tor 
an opportunity t o present thia after this meeting Thursda7. 

lo!R. WHITE: Woul d it be of &n1 use, if there i s time­
is it wise to try to present along with your progr~ a 
possible speech for the President embodying how you think 
he might go to town on it? Sometimes you can see the 
political possibilities more clearly in the form of a 
preeentation. 
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H.W. JR: I don't know, Barry. I think he might feel 
we were crowding him too much. What you have got to do i a 
to talk about this with him so tha t eventual!Y he is goiug 
to like it ao much that he is going to aaJ, "Well I 
dreamt thia . " (Laughter) ' 

I think when you come to the speech - i t is a good 
idea . I t is the kind of thing that I would like aCIIIe bodf 
to come to me with - an idea - a speech - finished. I 
would fall over backwards in a dead faint , (Laughter} 

YR. \~ITE: Did fOU get that, Fred? (Laughter) I 
em getting even with fOU now. (Laughter) 

HJi,JR: Well, I getber ever7bod7 here likes the idea. 
Right? 

J.!R. \I'HITE: I didn ' t bear Ro7. Did f OU express fOUr­
self completelf - I mean categoricall7? 

MR. BLOUGH: No, I didn ' t express m7self categoricallf. 
I won't do so unless I am asked. (Laughter) 

WR. WHITE: That ia what I thought . (Laughter) 

H.ll. JR: I IIlii going around the roan. The question 
having been thrown to me fran the floor, I now ask fOU the 
question. Where do fOU stand? Can fOU publiclf support 
this? 

WR. BLOOOB: Yea, I could publiclf support this. I 
would like to make a few co11111enta in addition. I think 
tbia ! a.iniatration could - perhaps it can't now - I think 
it could have gotten a much stronger tax program it the 
whole Administration bad r eall¥ gotten to work on it -
gotten back of it and made it appear rea11T important to 
the public to help the war effort. 

In the a beence of that - and the Treasurf could not 
do that alone bT any means - i t seems toms that t his 
preaenta a ver1 intelligent approach to the problem. 

I do feel that the President - I ao feel that ae a 
matter of strategy it will be vel'¥ neeesaar1 that a 
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preceding statement be made by the President coming out 
atrongl¥ for a Social Security program and saying be baa 
aiked that in devising a tax pr ogram this bas been taken 
into consideration ao that it will come up ae an inte­
grated program of taxes and Social Security contributions. 
I think that will be necessary to pave the way, or other­
wise you get an extremely bad reaction . 

H.M.JR: I amend my remarks to eay that if we went 
to see the President with a prepared statement of what 
be could do in advance of my going on the Hill, I think 
that that would be good. You (White) said a sf::ch· I 
think we should have a prepared statement for saying 
something like tbiei "Before we went on the Hill - • I 
think that that wou d be helpful. Thst meets you half wlf'? 

MR. WHITE: Yea, I think that also meets George' s 
point. I thin" be had a good point there about not making 
it seem a tax program that comes from the Treasury but 
rather part of an integrated program coming down from the 
chief in which be has asked the Treasury to adjust i t, ae 
Roy says , I think that woul d be very, very excellent . 

H.Y. JR: Why don't Paul, Blough, end Surrey take 
that on, a statement for the Preai4ent? You might study 
his statement for soldiers - how be worded that - how 
he eased him$elf into that. 

Now, Surrey, we haven't asked you. I have asked 
everybody ela e. 

YR SURREY: It seems to me it is a matter of far 
greater.importance end strategy than the tax bill . le 
a matter of fact, if it were to be pushed by the Administra­
t ion, by the Administration supporters in Congress, and 
by Labor, you wouldn't have a tax bill. The tax bill 
would be a very minor incident • . You would have.• 
Social Security - what you woulc! be aWng for J.s a 
Social Security hearing, and, incidentally, revenue, 
for excises would be an unimportant part of the program, 
it seems to me. .&t that involves a aajor decisJ.on, it 
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aeema to me, on the part of the Administration Whether 
they want to throw this into politics and make the tight 
for bocial Security this year , I don't see any point ot 
starting the thing unless you intend to follow right 
through on it. 

H.ll. JR: It that is the way you feel, it ian't very 
important to have a second line of defense. 

~R. SURREY: It depends on how the Administration 
is going to approach this thing, it seems to me. If it 
is going to just make the record and then withdraw -
and that ia all - and tell the Adainistration supporters 
in Congress they can forget about this--

H,K. JR: I am in your corner. I thlnk it should be 
a strong thlng, and I don't think - certainly When we go 
to see the President or see the President and the leaders -
that we should talk about a substitute plan. 

l!R. SULLIVAN: That is right . 

H. M. JR: I think that while I said Yihat I said in 
the room here, we shouldn' t make this recommendation for 
the first Social Security - call it George's econaRic 
stabilisation plan - out ot the aides of our mou.ths. 

l!R. SURREY: Rlt that involves the request, really, 
tram the President, •Gentlemen, I thouibt of asking you 
to ei t down and consider a tax bill. (hat I am a eking you 
to do is ait down and consider a Social Security bill. • 

H.Y.JR: Use George's plan. 

MR. SURREY: But it is not on tax matters then. 

H .~ .JR : Let me pin you down. In your own opinion -
I am asking you as advisor to me - should I recommend to 
the President that he do the thing we have been talking 
about here last night and this moming? I am asking your 
adl'ioe. 

.. 
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WR. SURREY: Yes . 

H.M.JR: Should I recommend that? Do you recaanend 
to me thet I reoommend it to the President? 

IIR. SURREY: Yes. 

li .ll. JR: And go through with it? 

IIR. SURREY: Yea. 

IIR. V.HITE: I think the poeei bility - the word 
•stabilitation • should be accompanied with something 
else since this is far more than stabilization and recon­
struction - possibly we should use some other word then 
reconstruction . It is not only the i dea of stabilization 
at present, but looking forward to the poet-war period. 

H.M.JR: Now we have cl eared the decks for this, 
haven' t we, Herbert? 

.t.m. GAS'l'ON : Yes. 

H.W. JR: Now we come back to Wr . Paul, whose case ia 
going to be much more difficult. I will let him do the 
talking e bout why• should bave e second line of defense . 

liR. PAUL: Well, if thia ia atrongly supported by 
the Preaident--

H.K. JR: I cen' 't hear you. 

liR. PAUL: I am talki ng low beoauae I am not sure. 
(Laughter) 

H.ll.JR: 
distinctly? 

Ia thet any reason why you can't talk 
(Laughter) 

l!R. GAS 'ION : He ia half thinking out loud. (Laughter) 

H.ll.JR: But i s he awake? (Laughter) You brought 
this on J OUrself . (Laughter) 
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IIR. PAUL: Well, I certainly think that even with 
the Presidential support you are going to have - you 
are going to be asked what are called "i! questions• 
up there. "I! you don't get this, what do you want next 
beat?" 

Now, when you gat those questions you can't have a 
town meeting; you can' t go into a football huddle and make 
a lot o! decisions, particulerly Treasury decisions, 
because they take too long to make. You have to have a 
reply. 

llR. WHI'n:: On the apot? 

IIR. PAUL: Well, if not on the spot, on more of a 
spot than we will be able to do. You postpone the decision 
and you are not ready, you don ' t know what to say. 

H.M. JR: But, Randolph, if you have an answer it also 
gives them a handle; it also gives them headlines, and they 
will cheerfully play up the poet-war credit as opposed to 
the plan we are t alking about. You know I told you very 
frankly last night I wasn't yet sold. I said I would make 
up ~ mind between now and Thursday noon with the help o! 
the people in the room here . 

MR. WHITE: As I remember the put very vaguely -
you gentl .. en remember it far better than I - in past 
dlscuaaiona there has been eo much time spent in making 
up your mind, to chan~e it, and to make it up again, 
and change it. I can t q u1 te see the urgency !or cCIIing 
forward within a quick time aa to what the second policy 
is. I think the answer might well be--

MR. PAUL: Whet are you going to say i! they ask you 
thie, ·~t about the - we don't know what the coverage 
of Social Security is. Are you going to leave them alone 
and put no tax on t hem?" 

KR, \HITE: I think that is something you should 
know ahead of time. 
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J.!R. PAUL: I mean, there 1a a large n11111ber of people. 

MR. WHITE: Tboae should be worked out in aome general 
way enough to anawer that question. Certainly if it ie a 
Presidential program--

MR. PAUL: Then there will be acme people who woo' t 
be covered. 

WR. BELL: Randolph, ie there a chance if 'fOU go up 
with thie first line of defenee that Congress will 
promptl7 separate the Social SecuritT from the tax end 
and go ahead with the tax and ignore the rest of it and 
have that aa the program for, certainl'f, the abort session? 

lffi. PAUL: Yea, there ia a ver1 good chance of that. 

llR. BLOUGH: It is what you want, because if ther get 
started on Social Securit7, fOU will not get a tax bill 
b'f Decamber 31 and not get a Social Securlt7 bill b'f 
December 31. 

YR. BELL: So what you want ia the tax part of it 
immediatelf, and then 'fOU consider the Social SecuritT 
program later. That is wbat the'f are going to do; they 
are go~g to separate it . 

WR. SURREY: I tried to indicate before; I didn't 
make it clear; the question involved is whether the 
President 1a reall'f asking Kr. JJoughton to change the 
hearinge from tax to Social SecuritT bearings at this 
date. 

BJI. JR: I can anewer that. I have beard all of 
Kr. Dougbton'a arg~~~~~enta . I have beard about - what is 
this fellow that used to come f rom California? 

KR. SULLIVAN: Townsend. 

H.K.JR: !nd the arguments that ther will use i~ 
"'he delq - this is going to dela'f a tax bill. We will be 
llere eix weeks." lo:'f answer to that is, "And ao what?" 
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w:R. SULLIVAN: Your answer is going .. to be nrr aub­
stantiallr buttressed, because the grapevine tells me 
that tonight Harold Knutson goes on the ai r aaring there 
ia going to be no increase in taxes aa a result of this 
bearing. 

H.li.JR: Well--

YR. SULLIVAN : So if the position of the ranking 
Republican ia that there are going to be no iacreaaes 
in the taxes for the calendar year of ' 44, what difference 
does it make if we do have a delef because of Social 
Security? 

H.li.JR: Well, gentlemen, I 'NIJlt to d.rive bane at 
least how I feel, and that is this: If I have had an1 
succeae here, I have tried to deci de what is right and 
wrong and then go after it. I haven't watched the gallerf. 
I have tried to keep mf ere on the bal l. ind the more I 
talk about it, the more i t seams to me that this is good 
for all the reasons I gave; and i f we are going to sweat 
those fellows for one rear - Kr. rioosevelt can stand it 
a great deal better than anrbody alae . A.nd as he aweata 
them - if he makes up hia m nd he ia going to do it - he 
will be gaining votee everr day. 

VR. !ULLIVAN: I think f OU are right . 

HJt.JR: 1hen I s&T votes, I don't mean whether he 
rune or whether he doesn't , but hie home-f ront aitu&tion 
will iaprove because at least the iaauea will be clarified. 
It won't be, •Are r ou going to get - can rou do ple&aure 
driving on rour honor .and get no gasoline, or, can rou not 
do pleasure driving and get no gasoline?" (Laughter) I 
mean, that ia what it is . 

KR. WHITE: In other words, you get no gasoline . 
(Laughter) 

H.K.JR: I mean, 
juat as dumb aa that. 
tigh ting for . 

that ia what the i aaue is; it ia 
But at l east this is something worth 
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WR. PAUL: There is no question but what 7ou will 
gat a lot of labor votes, because I have talked to a 
lot of labor people . 

H.Y. JR: If 70u keep talking to those people long 
enough, the7 are going to sell 10u on the volunteer 
plan. (Laughter) 

YR. HAAS: Can I ea7 eometbing about the second 
line of defense? 

H.J.!.JR: Sure. Caae up close!! eo we can hear 70u, 
because 70u ma7 be talking low, too. (Laughter) Or 
were 70u thinking the whole time I was talking about what 
¥OU were going to say next? (Laughter) 

MR. KAAS: No. 

If Gennany folds up pretty soon, 7ou won' t need 
any second l ine of defense, and ~Y suggestion is stay on 
the first line until Hitler doss fold up. 

H.M. JR: Well, along those linea, l graduall¥ cane 
out with what I said to the President, A.fter all, Mr. 
Preaidenti ~ people tell me that the Social Security 
thing wil not get working the first 1ear so we take out 
seven billion dollars. It will take prett{ near two 7ears 
to become effective - bef ore we begin to g ve out verJ 
muoh. • I add, •certainl¥ it is safe to say that the 
war isn't going to laat more than two years. • 

He made no cOIIIIllent. 

IIIR, HllS: With GennBD7 out the expenses would drop 
down to 1143be fift7 billion or something like that, and 
the 1econd line wouldn't be necesear7. 
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H.M.JR: I waan't talking ot the aecond line, but I 
put it to the President like thia, "Thia is anti- inflationarJ. 
We wouldn ' t begin to pay the thing out for at leaet two 
7eare, and by that time we ought to have an armistice with 
Oennany. • 
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WR. SULLIVAN: Our vote ?n plan one 11ae on the 
principle, I assume. I haven t aeen any of the rate 
schedules. I just 11anted to make aura. 

H.l!. JR: Yea. That ie your conserntive ancestry 
rising up. (Laughter) 

WR. SULLIVAN: I might think they are high, or I 
might thin.k they are low. 

~ WHITE: You are going to meet some opposition 
from the !:>ocial Security people, apparently. I think we 
are all in agreement that if they are not in afreement 
with the President's policy or with this that twill 
make the task much more difficult, because it will cease 

114 

to be an Administration policy if they eaJWS'fen the Social 
Security people are against it. It is some sort of a 
cockeyed idea,• I think 11e have to be able to convince 
them at least to the extent where they won't take that 
position. I personally think they take a very specious 
position . I know Altmeyer takes the position thet ~ocial 
Security ie an independent matter i'r.om fiscal consideratione . 
The answer ie "Nonsense." Your selection of one time 
aa against another is purely dictated by fiscal reasons, 
and you are not arguing the desirability of Social Security; 
he will concede that. You are merely arguing the timing, 
and from the point of view of timing, it is a fiscal 
problem. 

WR. BELL: It •a fhcal when they didn't "ftllt to 
increase the rates. 

WR. SURREY: Altmeyer would not object if Doughton said, . 
"I am acheduling Social Security hearings on October 1, • would he\ 

WR. WHITE: He might. I can' t figure him out. 
' ' 

KR. BLOUGH: He would be delighted. 

WR. GASTON : It seems to me from what I heard from 
ll tmeyer that .t.ltaeyer' a objection • • simply to teying 
to sell Social Security as a fiscal measure. He anted 
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to sell it for the value of Social Security; attempting 
to sell it aa a device - aa an exouae for gettinF more 
taxes was object i onable . I don ' t see wh¥ we can t sell 
a bill of goode to Altme7er and get him to support this 
thing. 

H.M.JR: Can I answer that? I have asked Paul to 
aee if he could get hold of KcNutt , Kiaa Perkins, and 
Altmeyer this afternoon or tomorrow afternoo.n and have a 
talk with them and 11ee whether he can prepare them and 
let them know how the President believes . 

I think we have gone as far as we can this morning. 
I would like Paul, in t he light of this conversation 
which I am sure has raised some questions in his mind, 
to think ebout it. Now, when should we begin on this 
thing? There isn' t time enough to meet tomorrow morning. 

Then if these schedules are available, Blough can 
sit down with an7body that wants t o ait down wi th him. I 
don't want to tie up all this afternoon again. 
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MR. BLOUGH: Everything will be definitely available 
in the morning. It probably will be available along toward 
the latter part of the afternoon, but I would, for Banyae• 
sake, have lt tomorrow. 

HJi.JR: Whf don't we eay we will meet again taaorrow 
morning at nine o' cl ock. Ia tnat all right? Tax meeting 
at nine tomorrow aorning. Then we can continue. Ia that 
all r ight with everybodf? 

MR. SULLIVAN: Yea. I think it aight be helpful, 
Kr. secreta1'7, if Ro7 does happen to have those rate 
schedules ready in the afternoon to send them around ao 
we will have a chance to look them over. 

KR. BLOUGH: Some are ready. We will have them 
photostated and distributed. 

B .~ . JR: I think we will atop . 
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Auguat }l, 19~3 
11:23 a.m. 

HlCJr: Hello. 

Operator: Mr. Jesse Jones. 

HKJr: Hello. 

Opera tor: Hare you are. 

KKJr: Jeaae. 

Jean 
Jones: Yeah. 

KI!Jr: Henry talking. 

J: 

HMJr: 

J: 

HKJr: 

J: 

HKJr: 

J: 

KliJr: 

J : 

HliJr: 

J: 

HKJr: 

Yeah. 

Jeeee, I called you on Auguat 12th to tell you 
go1ng to send a memorandum to the President on 
Netherlands loan •..• 

Yea. 

I waa 
thh 

••.• but before sending it I waa going to send 1t to 
Mr. Hull. ••• 

hah. 

•••• to see whether h~ waa in agreement with me. 

Yeah. 

Vell, a1nce then you've bad certain conversations w1tb 
Harry Vb1 te .•.. 

Yeah. 

...• and 1n thia ae110randua to the President wb1cb baa -
wn1ob I 'd like to eend, I'•• put in th1e paragraph 1n 
the 11ght or the dieouaaiona which you have bad with 
Kerry, aed 

Yea. 

'Since making a request f or the loan, the Dutch Finance 
M1n1eter baa, I understand, informed Secretary Jonee 
that they w111 be aat1at1ed wi th our commitment to make 
the loan after the war aubject to whatever oond1t1ona 
we would wiab to i~oaa with reapeot to ita ava1labll1tJ 
a nd ita uae. 

•• .. 
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J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

I!MJr : 

J: 

HMJr: 

J: 

HMJr: 

J: 

HIIJr: 

J: 

HKJr: 

J: 

I!MJr: 

J: 

HMJr : 

J: 

117 
- 2 -

:tu. 

•Mr. Jonea feela that there will be no harm 1n auch a 
Qualified coam1tment and to ba of eome aee1atance to the 
Dutch Government a nd ie inclined ~o favor making euch 
a commitment. • Nov, ia tb& t a fai r pr eeentation or your 
view a? 

Pertectl7. 

Well. .•• 

Would you mind Juet attaching my letter to 70ur memoranduat 

SUre - that- I'd intended doing that an7Vay. 

~eah. It 70u Juat do that I tblnlt that will be perrectl)' 
all right, Henr7. 

And t hen I go on and gi ve the reaaone vhf I don't think 
it ehould be done. 

:tea h. 

Nov, I ' m eend1ng it over to Hull v1 th all the attach­
mente .... 

~eah • 

•.•• and- uh- I don't knov hov he t eele ••.• 

~e •. 

••.. and I will aend you a copy or ay memorandum that 
I '• aending to Hull. 

Are you eending it to Hull or the Pree1dent? 

I'• eending 1t ~o Hull in the t1ret 1netance. 

I aee- and then 1t goee to the Pree1dent? 

It - i t Hull agreu - if Hull agrees. 

I a ea. Okay. 

Bu t in the meantime, I vill eend you a copy. 

Yea. 
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Hl!Jr: 

J: 

HMJr: 

J: 

I!MJr: 

J: 

HMJr: 

J: 

HliJr: 

J: 

HMJr : 

J: 

h that tai rt 

Perteotly tair. 

I thank you. 

- J -

Tomorrov you have a tax meet1ngt 

'l'hureday at 4:00 o 1 blook. 

'!huraday, yea . Well, I'Ye got our boya - eome ot our 
tellove - t igure t ellova dovn a t Coameree on this 
thing .... 

Xeah. 

•• . . f igur ing on it- could I bring them along to the 
meetingt 

Be delighted. 

Fine, thank you. 

Be delighted. 

All right. 
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August 81, 1948 

Dear Jesse: 

For your information, I am enclosing here­

with a co~~plete set of the correspondence 

which I have Just forwarded to Cordell Hull, 

aa per our telephone conversation of this 

morning. 

Sincerely youra , 

Honorable Jesse Jones, 

Secretary o! Cogmerce. 

tltllilll • ...., 
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August Sl, 1943 

Our Cordell: 

I ao sending you herewith a photostat ot 
a memorandum from the President. 

We have drafted a memorandua tor the 
President, and bef ore forwarding it to him, I 
would like to have your approval ao that I can 
inform the President that this is the combined 
opinion of State and Treasury. 

Honorable Cordell Bull, 

Secretary of State. 

Sincerely yours, 

II!IM&IIeur 

• 

, .. 
•• 
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THE WHITE HOU 8E 

WASHI NGTON 

~:l'J!.OP ANDin~ FOP 

TI!F. SF.CR"P.T',,ry OF Til F. TRF • .SliRY: 

FOR YO!iR T; ;}"OR~·~TTO:I ~•m 

PLF..\SF RP1'L1';1 FOP •-y FT LEe . 

121 

... • 

Regraded Unclassified



,, 
r 

TH£ SECRETARY OF COMMERCE 

,. • fH,sl.i.NGm~ 

I · II II "' I ' 'J' 

Auguat 10, 19J,J 

Our llr. Prnident: 

You • ill reca.ll t.tlbt i twnt.t oned to you 
•oct t1a• ~o lhat the Out.ch \iovoru~:~t 11\. wanted t.o 
arran&• tor a lOOD o! tm ,ooo,oo..., ~o be used 1n 
r ocooatruction ol their country After lhe war. 

lib en llr . Van den l!roelt • • • 1n ~o • •• ae 
I c••• b1a a copy of our loP~ agree:ent under whlcb 
... lO&Dod the Brl ~lsh co ... rn .. •nt t 425,000,000. llr . 
Yan don Brook later subaltted • l lr~ of collateral 
and • ould Uke to arnng• for the loan on the ,...,. 
cener&l t.t'*MI.S \.....'11!•~r :~\c;\ 'lfe :w&de t '"\e Brlt.l :rh los.n , 
the sec:u..rl ty to be United Stnte d tnvast.rlen ts entirelY 
accvp~bl• t o us. The Rf'C would 11.Xe the loan at 3" 
1ut•"reot , t "'' :-. 'l"'h\i t.o ~ .. drawn n!tor t.he war. 

I a:n '11'1"\tln.g thl~ l ·•ttflr becnusc w.r. V~n den 
Bro.,k AdvtsA.-1 mr h~ ex p.-•.:tt•J t \) .H!lcune tn~ CL·~tter nith 
you t\l~.Jra·ow :lt~~ir'.b . 

The Preetde!\t. 
Tho lhi te HN:oo 
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Ki:KOAANDIJM FOR THii: PRii:SIDii:NT 

The Netherland• Government naa made a reoueet t nat t nit 
Government oommit iteelt t o a l oan or • 300 million to be 
obtained trom the R.F.C. and to be aeoured by the pledge ot 
privately owned eeouritiea in thie country belonging to 
nat1onale in the Netherlandt. It i e our understanding tbat 
thi t l oan nas been requested by the Netherland• Government 
t or the ourpoee ot fi nanci ng poet~ar puronaeee and not t or 
meeting i t t war expenditure• ~h1oh are amply orovided t or 
under Lend-Lea ee arrangemenu. .~. 

Since making the request t or the l oan the Outen Finance 
K1 n1 ater hat, I understa nd, i nf ormed Secretary Jonee that 
they would be ea t1efied wi th our commitment to make the l oan 
et ter the war eubject t o whatever oonditi ona we would w1ah to 
i mooee with r eapeot to i t a availability a nd ita uee. Kr. Jonee 
teele tha t there would be no narm i n tuoh a qualified commit­
men t and it would be ot eome aaeieta noe to the Dutoh Govern­
ment and i e incl i ned t o favor making auoh a commitment. I am 
aooending hie memorandum on the eubjeot. 

It eeemt to me, howevPr, tbat i t would be unwi Be to make 
even a limited commitment at th1e t i me t or the f ollowing reaeonel 

1. The fi nancial reeouroee or the Netherland• Govern­
men t are tubetantial and entirely adequate to meet t he 
contemplated paymente on pos twar ordert they may viah to 
plaoa. Aooording to ita own memorandum, the Ne t herland• 
alreadY holdt in the namee ot the Government and the Central 
Banke large reaourcea i n the f orm ot gold, dol l ar balanoet 
and f oreign exchange, amounting in all to more than $1,050 
ei ll i on ot vhioh aore than •900 million it in the t or• ot 
gold a nd dollara. Thie ie in additi on to the privately 
owned Nethtrlanda a aaeta held in thia country. I n view or 
the raot that the total budgeted expenditure ot the Nether­
land• Government t or 1943 -- i ncluding military and naval 
expenditure• -- it only 165 aillion, it i e obvi oue that the 
reeouroet avail able t o the Netherland• Government are very 
l arge without additional borrowing and without touching 
priva tely held tunde in thie country ot Netherlande na tionals. 
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Tht Netherlands Government oan aoauire any n~eded part 
ot the gold and foreign exchange reeervea or the Central 
Banke ot the Netherlands and the Netherlande Empire in 
return t or national currency. We are oogni~ant or the 
r•luctance or the Netherlands Government to uee the gold 
end toreign exchange reserves or the Central Banke or t he 
Netherlanda and the lletherlands Empire. However, we call 
a ttention to the t act that other United Nations have aoouired 
and used the gold and f oreign exchange reaervee or their 
central banke. 
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2. EVen it it were a poarent that the Netherlands Gov~rn­
ment wlll need financial aid in the immedia t e postwar peri od 
1t aesme to ue undesirabl e to make a commitment wi th resoect 
to aucb loan a at this t i me. The loan made to the British 
Government by the R.F.C. was t or tbe purpose o r meeting war 
exoendi turee. .• 

The commitment renuested by the Netherland• ls t or post­
war ourchaees. Such a commitment would eetablieh a n undesirable 
orecedent and would be likely to call for th aimilar r eoueste 
t or large eume on the part or other United Nat i ons. I t would 
be extremely dittioult to deny such governments, lacki ng the 
r eeour cee or the Netherlands Government , l oans to enable them 
to make postwar purchases . For the United States to begin now 
a large ecale orogram ot l oans or commitments t or l oans tor 
the postwar period would r epresent a departure rrom our pr esent 
policy which ls l i kely to meet with serious public crlticlsm. 
You would pr obably want to present the ouest ion to Congress 
before maki ng any commitments on postwar l oane. 

Thie Government will be in a much better poeit1on to make 
a aat1etaotory decisi on as to the volume and distribution or 
tore1gn loane when we have a clearer idea as to the worl d's 
neede t or American products and ot our ability to produce tor 
exoort 1n the immedia te postwar period. Pending the devel op­
ment or an over-all pr ogram on pos twar or~dlts t or reconstruc­
t i on and development, it would eeem inappropriate t or this 
Government to embark upon a pol1o7 ot making loane to foreign 
government• t or postwar purpoeee. 

}. It the need t or dollar oredit l by the Netherlands 
Government ehould become maniteet 1n the pos twar oerlod , euch 
a loan should be secured directly trom America n inveetore 
rather than trom this Government. The credit position ot the 
Netherlands Government 1s so strong that there can be little 
doubt ot i t s abilitY to secure a l oan trom private i nvestors 
on reasonable t erme after the war. The investing communi t y in 
thi e country would be likelY to r esent a pol icy under which 
th1e Government would compete v ith private investors 1n making 
loane to oountriee whose high credit etandlng aeeures them 
aeceee to our capital markets on favorable ter me. 

( Signed) Henry Morgenthau, Jr. 
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TH[ UNDER SECRETARYOf' TH~ TRCASURY 

WAa ... I N OTON 

De"'r Jeace , 

I CL;J enelo sl.n; herewith a :Je.::orand.Wl !or t!lo 
rreeident , V_ie= ~e have drn!tod, ~~bo4yins Vhnt 
vo think are 10ur ideaa c.nd our lde.u on the sub­
Ject . lle!ore fonrardin~ it to h1c I voul4 li:!o 
to L..'\Ye ylur D.-!T.:_')r~7tJ.l of i t and. t! c c..,.- :on.l of 
Socrot "ry Edl oo thc.t I CM 1n!or:> tho Pru14ent 
tl:.At ~hie is ~: .. o co:1bined opinion ot Sto.te , 
rre•11117 and ll .:?. C. You vill noto thAt ti•o tinnl 
reco~;ondations to tho Proaidcnt cloooly toll ow 
~~ur ~csted a~roach. 

If you n~rove of tho momoronduc, I abould 
li!to to ocnd 1t to Sccrotncy Hull for hio 
l\!)provnl alcns >Ii th n cop:r of :your t.!O:IOrMdum ot 
AU(!Wit 24th, 

Sincerolf youre . 

! he Honorable Je!se Jones , 
Secret ary of Concerco, 
Waohington , D. c. 
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WA8H INOTON 

130 
~--~~ .... 

~tEWORAliDUl! FOR THE PRESIDEliT 

The Netherlands Government baa =ads a request that 
thia Government commit itself to a loan of $~00 =illion 
to be obtained from the R. F. C. and to be secured by the 
pledge of privat ely owned securities in thia country 
belonging to nationals in the Netherlands. It is our 
understanding that this loan has been requested by the 
Netherlands Government for the purpose of financing post­
war purchases and not for mooting its war expend! tures 
which are amply provided for under Lend-Lease arrangements. 

We have given careful consideration to the request 
of the Netherlands Government and feel that the grant of 
such a loan at this time would be unwise. 

Inasmuch, however, as we are eager to help the Dutch 
Government in any way we appropriately oan, and since we 
want to be of assistance to them in meeting their recon­
struction problems, we suggest tha t the Dutoh Minister of 
Finance now in this country awa1 ting a reply to h is 
request, be informed that we are prepared to make them a 
loan on aoceptable collateral on the following conditions: 

(a) 

(b) 

(o) 

(d) 

that the loan not be made before 1 t becomes 
neceesary for the Netherlands to have the 
funds; 

that we have the right to require tbat all 
or any part of the proceeds of the loan 
shall be expended in our own co~mtry, and 
generally in cooperation with us in poat-war 
recona true tion; 

that the loan would be sa t up on the basiS 
which, at our option, would be passed along 
to private investors, and 

tha t no general plan by all governments to 
finance reconstruction 11 adopted from which 
the Netherlands would get the cred1 t needed. 
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Secretary Jones has mentioned these conditions to 
van den Broek, the lo!inister of Finance, and lo!r, Van den 
Broek is agreeable to having the loan promised to him 
under the above indicated conditione . 

Tbe reasons why we feel that it would be unwise at 
this time to grant the Dutch Government• s request for a 
$~00 ,000 1000 loan are aa follows : 

1 . Tbe financial resources of the Netherlands 
Government are substantial and entirely adequate to meet 
the contemplated payments on postwar orders they may wiah 
to place . According to its own memorandum, the Netherlands 
already bolda in the names of the Government and the 
Central Banks large resoureee in the form of gold, dollar 
balances and foreign exchange, UIOuntinG ~ in all to more 
than $1, 050 million of whicb more than $900 million 1s in 
the fore of ,gold and dollars. Tbis 1a ln addition to the 
privately owned ~etherlanda aesets held in this country, 
In view of the fact that the total budgeted expenditure 
of the Netherlands Government for 194~ -- including mili­
tary and naval expendi tures -- is only $65 million, it is 
obvious that the resources available to the Netherlands 
Government are very large without additional borrowing and 
without touching privatel y held funde in this country of 
Netherlands nationals. 

Tbe Netherlands Government can acquire any needed 
part of the gold and foreign exchange reserves of the 
Central Banks of the Netherlands and the Netherlands 
Empire in return for national currency. We are cognizan,t 
of the reluctance of the Netherlands Government to use 
the gold and forei gn exchange reserves of the Central Banke 
of tbe Ne therlands and the Netherlands Empire . However , 
we call a t t ention to the fact that other United Nations 
have acquired and used the gold and foreign exchange 
reserves of their central banks. 

2 , Even if it were apparent that the Netherlands 
Government will need financial aid in the 1mmed1a to post­
war period it seems to us undesirable to make a commitment 
with respect to such loans at thia t ime. Tbe loan made 
to the Bri t1 ah Government by the R. F. C. was for the purpose 
of meeting war expenditures . Tbe loan requested by the 
Netherlands ia for postwar purchases . Such a loan would 
establish an undesirable precedent and would be l ikel y to 
call forth ei.milar requests for large euma on the part of 
other Onited Nations . It would be extremely difficult to 
deny euoh governments , lacking tbe resources of the Ne ther­
lands Government, loans to enable them to make postwar 
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puronaaes . For tbe United States to embark now on any 
large scale program of loans or oomm1 tments for loan a 
for tne postwar period would represent a departure from 
our preaent policy which is likely to meet with serious 
public orit1oiam. 

We will be in a much be tter position to make a sa tis­
factory deo1eion aa to the volume and distribution of 
foreign loans when we have a clearer idea aa to the world 's 
needs for American products and of our ability to produce 
tor expor t in the immediate postwar period. Pending the 
development of an over-all program on postwar credits for 
reoonatruo t1on and development, it would seem inappropriate 
for tb1a Oovernmen t to embark upon a policy of making 
loans to forei gn governments for postwar purposes. 

~. If the need for dollar credits by tne Netherlands 
Government should become manifest in the pos twar period, 
such a loan should be secured directly from American in­
vestors rather than from this Government . ~e credit 
position of the Netherlands Government ia so strong that 
tnere can be little doubt of ita a bility to secure a loen 
from private inves tors on reasonable terms after tne war . 
The investing community i n this country would be likely to 
resent a policy under which this Government would compete 
with private investors in making loans to countries whose 
high credit standing assures them access to our capital 
markets on favorable terms • 

• 
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Or1a1"'l r,.t.urned to :.:r~. !!oUU(lh 

Copies ~o : Yr. DuBois , Ur. P~1le 

I 
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AU(UIIt 24, 1943 

Dear llem'7• 

appl1oat1oo tor a loan, I ~& to eDCloae a • .,rii.Ddua 

which I hue prepereci on t1» allbjeot, wb1cb •- to 

S1ncer~,., 

/•/ Jeau 
Secretary of C...arce 

llallorable llem7 llar&eotbeu, Jr. 
Seoretar,. ot the ~ 
... 111DctoD, D. C. 

• 
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When llr. Van d.en Broek, llinut.er ot )'inanoe ot the lletllerland.a, 

N.ret apoke to me about a loan tor poat.owar reconstruction, be stated. 

tlw. t b1a O¢'rernMnt wan tee! to be in a poai tion to place ordere for 

tOM raw ut.eriala and. equipoent eo that wben tba war i a OYer, and. 

aatariala can be .ade nailable , th.y ~d. be in a poei tian to proceed. 

with t.beir reeo1111truction probl- without d.ela.Y• 

He atated. t.bet t.be7 wantecl a loan ot $300,000, 000, ~able in 

inatall.Mnta OYer a per iod ot lS yoara, and. at a eatiofactory rata ot 

intareet- aa;y J%1 tbet imeotmenta in our own country, acceptable to 

ua, would. be pled&ed. aa collateral) tbet it waa to be a strictly 

buaineee transaction) and. tbet, pend.ing ouch time aa title to the 

10curitiee 1a deterllinod to our entire eatielaction, t.beir gold in 

tb1a countey owld. be plecl&ed.. He atated. tbet they would. need. particu­

l arl.7 railroad. Mteriala end oqui-t, 80ti•• power, etc. 

I pn lfr, V&rl d.en Broek a copy or our lO&rl acro_,t with t he 

Britiab,.... wbicb we loaned u- $42S,OOO,ooo. He would. llka a 

loan tor tile llothlrl&rld.a on approxiaa talJ' t.be , ... b&ai e end te.-. 
I appreciate tbet our own raeource• will be huYily drawn upon 

in tbo further proaacution o! the war, and that meana and. 11111tboda or 

!in&rlcine poet-war reconatruct1on in the war- torn countries cannot 

now be d.e!1nitaly d.etanlined. HonYir, tbe 80rl o! ua that are read:f 

"-d.iatol;r to cat at tile job when the war i a OYer, the bett.er • 

• 
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b Dlltch will ha'fe not Ollly their boMland to rebuild, but 

their territori,ll poas eaaiooo that are oleo occupied by the .b:ie . 

I tlll.nlc we can 8<1.1 t that the but Wt.Y to Ml.p people and 

aoverMente, i s to help them to help tbolll8olvoa. It we can help the 

Notherland.e to do their job, they can - and I .. euro will - help 

othllre that llight properly or cuatotoe.rlly lock to thea. 

1(1 tho~~&ht u to what we odgbt e,.y to llr. Van den Brook at tlll.e 

U... 1a that, ultllodng we will be in a poeiUon to ulce lll.o country a 

loan, and thet no gomerll plan by Ill &O'f...,....te to financ:e reconetrll.c­

Uon 1a adoptod tl'OOI wbl.ch the Netherland& would .&•~, tha credit needed, 

wo would JU.ko t'- a loan on acceptoble U. S. linvootmente , A condit.ion 

ot the loan would be that we han the riaht to require that Ill or any 

part ot the proceede of our loan ehAll be upended in our own country, 

and cenorll.ly in cooperation with ua in poo~war reconetrucuon. 

Wbilo euob a co.a:l. tn•mt would be clearly a condi Uonll one, it 

would e,.y to tha• that we will llllke thea a loan it .. a>:e in a poa1t.1on 

to do ao , otber dalanda upon <Nr Tl"euury conaider.cl, prc'fided other 

e....-coe of credit are not a•ellahlo to thea. 

I would expect the loan to be aot up on a buil which, at our 

opUon, could be puood along to pri'f&te in'foetoro - generll.ly Ilona 

the linee that the !U'C bas made and acld loan• throughout <Nr own 

dopreuion.-reoo'fery period, wben credit wae not otherwise &'fellable on 

!air toru. 

I ba'fl diecu.ood tbe JU.tter at lenath with Yinance 111n1ater Van 

den Brook, and be rocoa;n1su the neceuity tor our •kina the coo.iteent 
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eonc11t1oned upon fUture ei.re111111t&nces Ulat 111.1 be beyond our control. 

He also tools nry st.ron&J.y that because ot the cordial rolat1on­

sh1pe lona existing between our two peoples and. the tact tJ>at tbe rutch 

have 1 ona been eubo tan t1al invee tore in our eoun try, we would wont to 

be ot ovary poasible asaiotonco to them in their roconotruction work. 

Thoro 1e, ot course, no question about thot , 

lncid.entall)', our steel .u.J.s and. other ll&llutacturers will need 

all ot the orders they can get it we ara to pro't'id.o etlpl.,_.t tor our 

returning soldiers and others ,_ encased in war work. To the extant 

thot this em be d.ono tiJrou&h sound loans such u this, tbe easier it 

will be an our own "treuury, 

A ooodi Uon ot tbo cor:ai-nt should. be that orders placed b)' the 

rutch would not conflict with our war production or with our poat.-war 

plane, and. tJ>at before plactna any ordera tho appropriate authority ot 

our O...ermoent would be conaul ted by tb ... 

lei Joeeo H, Jones 
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THE SECRETARY OF' THE T,_C.ASUfiii.Y 

WA8HtHOTOH 

Doar Cordoll , 

During your absence last week I spoke to Sumner 
Welles with respect to the reques t of the Dutch Govern­
ment tor a loan ot $}00 million for poet war purposes 
trCG the R. P .c. on somewhat the aame terms as the loan 
made to t he British Government 1D 1941 to help meet ita 
war expenditures. I told Sumner that the President had 
apolcen to mo about the loan and aa\cod me to look into 
it. Aa I indicated to Sumner, we in the Treasury are 
opposed to the granting ot auch a loan tor reaaona 
indicated in the memorandum and he atated that he was 
in &3reement with our position, 

Inasmuch ae the Dutch Finance ~iniater has appar­
ently taken up the matter with tbe President, I should 
li\ce to submit the appended memorandum to the President 
as representing the views of the State Department and 
the Treasury. If you agree w1 th the memorandum I would 
appreciate it if you would initial it and then we could 
forward it to the President, 

Honorable cordell Hull , 

Secretary of State. 

S1Dcerel7, 
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THC SECRETARY Of' THC: TflllASUfiiY 
4~~-

WAaHIHOTON 

IIEMORAIIDUM FOR THE PRESIDENT 

Tbe Netherlands Government baa made a request that 
this Government commit itself to a loan of $~00 million 
to be obtained from the R. F . C. and to be secured bJ the 
pledge of privately owned securities in thh country 
belonging to nationals in the Netherlands . It 111 our 
understanding that this loan baa been r eques ted bJ the 
Ne thorlanda Government for the purpose of financing 
postwar purchases and not for meeting ita war expendi­
tures which are amply provided tor under Lend-Lease 
arrangements . 

We have given careful considera t ion to the request 
ot tho Netherlands Government and feel that such a loan 
would bo unwise for the following roasonss 

1 . Tho financial resources of the Netherlands 
Government are sUbstantial and entirely adequate to meet 
tho contemplated payments on postw~ orders thor mar wiah 
to plaoo . According to its own memorandum, the Netherlands 
already holds 1n the namea or the Government and the 
Central Banlca large resoureee 1n the form or gold, dollar 
balances and foreign exchange, uountin6 in all to more 
than $1,050 million of which more than '900 million 1s in 
the form ot gold and dollar a . 'l'hia 1a in addition to the 
privately owned Netherlands a saete held in this country. 
In "fiew or the r..ct that the total budgeted expenditure 
or the Netherlands Government for 19~~ - - including military 
and na•al expenditures -- is only $o5 milli on, it is obviouo 
that the re1oureea available to the Netherlands Government 
are very large without additional borrowing and wi tbout 
touching pri"fately held tunda in tbia country of Netherlands 
national a. 

The Netherlands Government can acquire any needed 
part or the gold and foreign exchange reaervea of the 
Central Banks of the Netherland• and the Netherlands Empire 
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1n return tor national. currenc;r. We are cognizant ot the 
reluctance or the lletherlende Oovernmec t to uae the gold 
and foreign exenange reserves or the Central Banko of the 
Netharlanda and thAI Netherland& Empire . However, we call 
attention to the tact that other United Nations have acquired 
and uaed the gold and foreign exenange reaervea of their 
can tral bank a. 

2 . EYen if it were apparent that the Netherlands 
Government will need financial aid in the immediate post­
war period it seema to ua undesirable to make a commitment 
with reapect to auen lome at thia time. '!he loan made 
to the British Government by the R. P . O. waa for the purpose 
of meeting war expenditures, '!he loan requeated b;r the 
Netherlands is tor postwar purchases. Such a loan would 
eatablhh an undesirable precedent and would be likely to 
call forth ailll1lar req;uesta tor large &\Dils on the part of 
other United Nations. It would be extremely dirticul t to 
deny such goYernmenta, lacking the resources or the Nether­
lands Government, loans to enable them to make postwar 
purchasea . For the United states t o embark now on any 
large scale program of loans or commitment• tor loans for 
the postwar period would represent a departure from our 
present policy which 1a likely to meet with serious public 
criticism. 

We will be in a much better position to make a satis­
factory decision as to the volume and d.iatributlon ot 
foreign loans when we have a clearer idea aa to the world'a 
needa for American products and of our ability to produce 
tor export in the immediate poatwar period. Pending the 
development of an O'fer-all program on poatwar credita for 
reconatruction and development, it would aeem inappropriate 
tor thh GoYernment to embark upon a policy of a&king loana 
to foreign governments tor postwar purpoaea. 

' . If the need tor dollar credi ta b)' the Netherlands 
Governaant should become manifest in the poatwar period, 
euch a loan ahould be aecured direotl)' tram American in­
veators rather than from tbia Government. '!he credit 
poaition of the Netherland& Government ia eo atrong that 
there can be little doubt of ita ability to aeoure a loan 
from private inveatora on reaaonable terma attar the war. 
'!he inveating community in th1a country would be likely to 
reeent a policy under which thia Government would compete 
with private inveatora in making loana to countries whoae 
high credit atanding aasuraa them acceaa to our capital 
marketa on favorable terma. 
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1•4• Oo"-'• looao w ..Ulo tboa to..-. pootwar 
purobaooo. Por 'he lca1\M Uatoo to....,._, .. •..., 
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orlt.lol•• 
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Wuh1f18ton 

Au '~lot 16, 1943 

l.!Elf.ORAJIDUli FOR 

Tlii:. S~C :OA'f'Y ?F 'i'ru,; TREASURY: 

JoOrt Y00P. l?t cr.-:-.'i'!C~ A 1: t !...:.A("£ -.• 
• 

r .o.11 . 
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i'l!B SECIIX'!ARY OJ' COK:O:RCI 

Dear Hr . Preoidont : 

You vill recall thAt I acntionod to you 
••~• ti~o &80 that the Dutch GOvorncont vantod to 
arranse !or a l oan o! $)00,000,000, t o bo uood in 
reconetns.etlon of thei.r country a!ttr the Y&.r. 

When !4r. Van den Broet: •• in to ••• ne 
l p ve bim a cop:r o! our loan n¢rtomont undor >Ill ich 
,... loaned tho :Sritioh Gover=ent $l!<!; ,ooo,oco. Hr 
Van don :Brook later subadttod a liot o~ collateral 
and would like to ar~o for tlto loa:> on t ho oame 
_.noral torue \Uldor which "" &do t ho :Brit1oh loan, 
the ooourit y to bo United Statoo inveotconto entirely 
accep table to uo. Tno RPC would cako tho l onn at 3~ 
inte1·eet , the money to be drn.w after the w.r . 

I co writing t hia l etter boOAuoo Kr . Vnn den 
:Sroolt ndviood me h e oJt!>ected to dioouoo the 011\tter vith 
you tomorrow morning. 

Tho Preo1dent 
'!'Ito llb1to Houoo 

Sincerely yourt, 

/o/ Jooll Jonoo 

Soorotary of CoCQerco 
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TRANSAMERICA CORPORATION 

Present: Mr. Bell 
Mr. Peul 
Kr. Delano 
Kr. Upham 
Kr. Tietjens 

August 31, 1943 
3:05 p.m. 

H.M. JR: Will somebody state the case? 

YR. BELL: I can give you part of it. On July 26, 
1943, Ganson Purcell, Chairman of the SEC, wrote you a 
letter, 

li.M.JR: When, in January? 

UR. BELL: July. 

He said, ' Request is hereby made for certified copies 
of all the reports of earnings and dividends of the Bank 
of Ameri ca f or the years 1932 to 1937 inclusive. These 
repor ts are requested in connection with an official 
proceeding now pending before this Commission against the 
Traneamerice Corporation. It is anticipated that these 

, reports, if and when made available, will be introduced 
in avidance in auch hearing as and when the bearing is 
ordered reconvened by the Commission, Sincerely yours.• 

MR. PAUL: What is the date of that letterY 

VR. BELL: July 26, 1943. 

VR. PAUL: That followed a conference wi th two 
people from t he SEC, one of whom was Treanor, who has 
been in charge of thia case before the SEC. They came 
to see me about it

1 
and I asked them to put their request 

in writing, followtng that conference. That was the 
eession at which they gave thei r reasons for wanting the 
complete use of the data which they already have • 

• 
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MR. BELL: Now, there la some background to it where 
they asked you for these statements once before, earlier 
in the game - not these particular statements, but similar 
statements - and which you gave to them. Subsequently 
there was- -

H.~!. JR: And I can tell you what the Judge said at 
that time. He said that these inter-deparbnental things 
are like the cell of the same brain and there is no 
part~ion between than. Isn't that what the Judge said 
at that time? · 

MR. TIETJENS: That is what Judge O' Donoghue said in 
the lower court. 

H.W.JR: I am just trying to refresh my memory. 

MR. TIETJENS: Be was a little bit modified by 
Judge Groner in the Court of Appeals. 

H.M.JR: What did he say? 

!JR. TIETJENS: He said, "It is all right what the 
Secretary of the Treasury did insofar as the SEC - it is 
perfectly all right . But what the SEC baa at t~npted to 
do with these reports we have sane doubt about. " 

B.M. JR: But be didn't criticise me? 

YR. TIETJE~S : Be didn't criticise you one bit. 

H.U.JR: He upheld me. 

MR. TIETJENS: Yea, air. 

H.».JR: Any question? 

MR. PAUL: I don't think there is any legal question. 

H.».JR: I am just- let me be a little. reminiscent. 
(Laugbter) I just like to reminisce. This le one of mT 
pet cases . 

• 
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MR. BELL: Then subsequently they asked for other 
reports , I think it was. I sent them over and told them 
they were sent to t hem as confidential material in view 
of this court decision. 

Now they are back and want permission to not only 
get these reforts; additional reports, but to introduce 
them into avldence . 

Now, Paul says t hey ought to have them. l.!r. Delano 
doesn ' t think they should have ths, and they both han 
reasons for it. I think ~r. Delano might state his 
reaeone; he has a short memorandum. 

MR. DELANO: Shall I read it, ~r. Secretary, or shall 
I just talk? 

H.M.JR: No, I would like to bear it . Are you going 
to leave it with me? 

MR. DELANO: Yes. We also have a more argumentative 
memorandum which I won't read unless you want me to. 

H.J.I . JR: Good. 

(~!emorandum to the Secretary dated August 31, 1943, 
read by Yr. Delano, copy attached.) 

H.~ . JR: What is the Douglas case? 

MR. DELANO: That i s the one we are talking about. 
B,v "teet of legality,• we mean they can get them by 
subpoena unless they are stopped by the court. We 
think it would be all right for them to submit to this 
teet to find out if it is legal for them to use them. 

MR. BELL: You se~through this process they won't 
even eubmit to a court teat. They will introduce them 
through their own hearing, and they become public through 
that process . 

~. DELANO: There would be a direct use before they 
found out i f they had a legal right t o uee them. 
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H.M.JR: I get the pointe that you make , Now. I 
would like to hear-- • 

MR. BELL: Do you have yours, Randolph? 

H.J.I . JR: 
say . 

I would like to hear what Mr. Paul has to 

lffi. PAUL: I have a shorter one tor 10u . (Memorandum 
dated August 31 handed to the Secretacy, copy attached,) 

H.ll. JR: This is August 21 (Indicating memorandum 
dated August 21, from Ur. Paul to Ur. Bell, cop1 attached) , 
Uine is August 31. 

MR. P~UL: The later one is merel1 a resume of the 
earlier one which I thought you woul d find more convenient. 

Norman, supposing 10u talk on this thing. 

MR. TIETJENS: When I first came over and got into 
this, you, .t.!r. Secretary, sent a letter to Bill Douglas 
sayingi "Here are twenty reports of examinations of this 
bank p us some other things from the Comptrolle~a tiles. 
You can go ahead and make whatever public official use 10u 
desire to make of those reports and the information in them 
in connection with the allegations we are going to make 
against Traneamerica. • 

So the SEC took that information and did whet it 
tbougbt waa rifht with it. Now, the court stepped on it 
in one phase o that proceeding; that is, the SEC published 
ita chargee against Transamerica in the official Federal 
Register. The Court said, -That is a pre- trial publication, 
end I don ' t like it" - Judge Groner. 

H.M.JR: Pre-trial ? 

lffi. TIETJENS: Before the bearing - pre-judging of the 
case. "There isn't an1 explanation that the bank can make 
at tbia point. You have already published it; that is bad." 
a.tt it did aa1 that what you did in furnishing that DBteriel 
to the SEC was perfectl1 all right, as you know • 

• 
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H.Y.JR: I didn ' t know about the superior court,· I 
new about the lower court, 

MR. TIETJENS: The Court of !ppeala, 

H.M.JR: How long ago is this Court of Appeals--

MR. TIETJEt.'S: 1941. 

H.K. JR: I wasn' t familiar with that, The thing sort 
of died here at my desk. 

1 4~ 

WR. TIETJENS: At the time of the Court of Appeals 
hearingt the Bank and the SEC were sort of getting together. 
They dian ' t want to fight here . The Bank wanted to have 
the hearing transferred out to the coast , 

H.M.JR: I have been trying to find out for a week 
who sent that let ter to the Bank, It never was initialed 
by me , 

MR. BELL: Wasn ' t it? I heard it was. 

H.lii.JR: I can ' t rind that it waa. 

MR. BELL: I thought maybe - I had initialed some of 
these telefame that went out congratulating some of these 
people, an I thought I might have done that one carelessly. 
SaaeboQ)' told me no, that you saw it personally. 

H.M . JR: I can ' t f ind the record. I got a copy of 
the telegram, but not my initials , 

MR. TIETJENS: One of the pointe the Bank was making 
in the Douglaa case waa it woula be an intolerable burden 
to carry all their files from the west coast here . They 
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wanted it transferred out there, The SIC and the Bank 
got together and that waa worked out. 

At the same time the SEC was led to believe that 
they were going to get all this information fr~ the 
Bank without a further hearing. They told the court 
"We are not going to introduce these earnings and di ~i ­
dends statements into evidence , You don't have to pass 
on them. • 

So the court dido' t pass on them, The7 did say that 
they could uae the materi al ther got f ran the Treasury in 
the investigation and in the hearing. 

MR. BELL: Who said that? 

150 

MR. TIETJENS: The court, in carrying out its investi­
gatory functi on , That is the onlr way to make findings 
and to make them public, 

So after the court came in with ite decision and said 
what you had done was all right but that the SEC had better 
be careful in making any pre- trial publication, they 
adjourned the hearing and took it out to the west coast. 

The Bank and the SEC sat down to try to work out a 
stipulation as to what the 8Lnk would furnish the SEC. 
Tha t has been going on ever since. 

The SEC has finally said, "We have cau to the end 
of the rope. The Bank won't cooperate; they will not 
furni sh these earnings and dividends statements. They 
aay if we want them we will have to go to the United States 
Supreme Court first. So we are coming back to the Treasury 
now and ask the Treasury to lift a restriction which the 
Treasury put on the use of the earnings and dividends 
statement in Wr. Bell ' s letter of January 14, 1942," So 
that is what is at issue right now. 

H.Y. RJ: Did Bell get out a le tter? 

MR. BELL: In sanding t he SEC atatamants I put that 
restri ction on theg, that these were for their confidential 
use. We did that in view of the court decision. 
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MR. PAUL: I don't think you needed to. It ~as a 
wise act of caution at that time. 

WR. TIETJ~S: The SEC has changed ite mind. At 
one time they didn't think they needed to use our state­
ments in evidence. Now they think they do, Otherwise 
it will have to go into court out there and fight the ' 
matter. 

MR. PAUL: Let ' s haTe the reasons; that is this 
history. 

151 

WR. TIETJENS: ~ot to permit the use of the earnin~s 
reports in eTidence would be incon aletent with the llositlon 
first taken by the Treasury in the proceeding. It 1s 111.1 
understanding that at the outset of the Tran611lerica bearing 
the Treasury promised full cooperation to the SEC. Tbie is 
eTidenced by your lettar"--

H.M.JR: Let me interrupt you. Let me see if I 
have this thing straight. I go along and give certain 
evidence to the SEC and don't mark it-confidential. 
They go ahead and use it in a way wbioh first the lower 
court says is all right; then the superior court criticizes 
them for doing it. -::=:: 

How, after the superior court bas done.it, you people ­
my General Counsel ' s office - are recommending that I do 
exactly the same thin~ oTer again and let them do exactly 
the same thing for which they were criticized. 

KR. PAUL: It is entirely different , 

H.M. JR: Where is it different? 

MR. TIETJENS: They want to uee them this ~ime as 
evidence at their hearing. This im ' t a pre-trul publi­
cation . 

H.V. JR: The only difference is this? This time 
they are going to use it at the trial and not publish 
it before , 

WR. TIETJENS: That is right. 
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H.M. JR: That doesn't seem to me to be a very-­

UR. TIETJENS: They i ntroduce it in evidence, Of 
course their record is open to the papers, 

!JR. BELL: This publication--

152 

MR. TIETJENS: It makes it available for publication. 

MR. BELL: I don't think that is a very good statement, 

UR. PAUL: The court, though, went on the other pre-
trial--

MR. BELL: It is publication, isn' t it? 

H. l!. JR: May I interrupt just a minute? \'/hat is 
this Judge' s name who--

MR. PAUL: Groner. 

H.M. JR: How do you spell it? 

MR. PAUL: G-r-o-n-e•r, 

H. ll. JR: Where i s he located? 

1m. PAUL: Washington. 

H.M. JR: Would it be ethical and proper for me to 
seek out Judge Groner and tell him of this thing? In view 
of the thing I would like to ask his advice - t ell him 
that they are going to use this i n evidence - just give 
him the facts . 

Now wait a minute, you aide arinst it even before 
you he.ve'had a chance to think abou it. What is the matter 
with mf going to Judge Groner? 

MR. TIETJENS: He wouldn't oven listen to a l~wyer. 
on the.t who we.s engaged in the proceedi ngs. I don t thJ.nk 
he would listen to you unless the issue were before him. 
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H.M.JR: I don' t know that you are right . 

MR. PAUL : I think ~t would be improper, because the 
case might come before h1m later, and he wouldn't want to 
involve himself. Some proceeding - some injunction 
proceeding may be brought in the District, and if Groner 
lives long enough, it may come up before him. 

H.1!. JR: Let me ask a quest ion. After aU, I am a 
member of the Government. I am not a plaintiff; I am not 
a defendant . Here I am, a member of the Government who 
cannot, incidentally, be sued. And I say, "Lock, Judge, 
I would like to cell on you at your home and ask your 
advice .• Am I doing the same thing over again, or is 
this something di fferent? 

Now, all he can say is, "Mr . Morgen thau, I would 
rather not do it. " That is all he can do. It seems to 
me that I have heard - all he can say is, "I will not 
do it, • or, "I will be very gl ad t o sit down and talk to 
you about it. " 

I am not an attorney, but it seems to me just from 
listening to you people - after all, this is an interpre­
tation of the law by a Judge of the superior court; and 
whether the thing was pre-published or published at the 
trial, the thing that I would think as a laymen is the 
thi.ng he objected to is the fact he made i t public proper ty. 

l.IR. DKI.J.HO: 'nlat is right. 

AIR. TIETJENS: He said, "If business secrets ~n the 
course of a hear ing or investi~tion are made publ1c, 
then that becomes public on1y incidentally to the SEC 
carrying out its official functions . " 

H.W. JR: I don't get that. 

L!R. TIETJE!iS: The SEC can't carry out its func t ions 
unless it can gat this stuff in evidence in some way if 
it ie material . 

• • • 

H,lr!. JR: Let me preface 111f remarks. I would like . 
to do this thing, see, but the deci sion and the respons1bility 
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has got to be mine. I mean, this h something I would 
like to do, but after all, when you boil this thing right 
down the{ have tried since ' 41 to get this information 
through egal procedure. 

MR. PAUl. : tlo . 

JJR. BEll: No . 

MR. TIETJENS: Through dickering with the bank across 
the table. 

MR. PAUl. : Through trying to agree with the balll!: . 

H.Y. JR: Then that weakens their ease. Then they 
have not tried to do it through legal procedure, 

MR. DELAl:O: That is right. 

UR. UPHAM: They did in the Douglas case. 

MR. TIETJENS: No. 

MR. BELL: They haven' t subpoenaed. 

H.~.JR: In the Douglas case we yave them what they 
wanted. 

15<1 

AIR. tll'ILUl: The Douglas case was an injunction against 
the use of these documents. 

H.M.JR: But I bad already given it to them. 

MR. UPILU!: Agai.nst their use. 

H.M. JR: All I am interested in as S?cretary of the 
Treasury is, is it called upon me in the 1nterest - to . 
further the public interest, am I called on to do the th1ng? 

Now, I transmit this thing to them in the matter of 
public interest, I don't think I should pass unnecessarily 
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on what disposition they make of them after they receive 
them. That is thei r responsibility , 

You ask me to lend you some money, and the legal 
rate is six percent. I decide I want to lend you the 
money, and I do i t at the legal rate in a perfectly 
proper manner. The money is mine , Then you proceed 
to use tba t money in an illegal q y. That doe an • t 
make me guil ty. 

YR. TIETJENS: I agree, 

H.J.I .Ja: You can take tba t mone1 and hire s<X:ieboey 
to kill eomebody, but that doean ' t make me an accessory 
before the crime, 

J.IR. UPHAM : If I know in advance you are going to 
do it, it does. 

H.M. JR: That you are going to use the money to 
hire somebody to kill somebody? 

MR. UPHMl: I t is pretty close to it, anyway. 

H.M. JR : Well , i n the eyes of the cour t on this 
Bioff case, we know tba t Bioff got a hundr ed- thousand­
dolla r bribe, and we know who gave i t to him, and there is 
nothing we can do about the man who gave it to him. The 
person who does the bribing is not responsible , The 
person who receives it, if he doesn't report i t in his 
income tax, i s . That may not be very good, but--

MR. UPHAM: But you are not accused of bribery 
because nothing can be done to you. 

H.M. JR: What I am groping for - my inclination is 
to do the t iling. 

Now is it in the public interest to do the thing? 
Can I do

1
this thing legally? Now, whether they do the 

thing illegally or not - after al l, introducing the t~ng 
into evidence - I don't see how tha t could be necessar1ly 
illegal . 

.. 
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MR. PAUL: Anfway, that ia something for SEC to 
decide end defend. 

156 

H.M. JR: That is the way I feel . 

MR. PAUL: I think we are confusing the issue here 
There are two issues. One i s the legal issue; and on • 
the legal issue - you could discuss it a long time -
there doesn't seem to be any- no court has passed on the 
question. The court has passed on a totally different 
question, and we think from a l egal standpoint we are 
perfectly in the clear, but l et ' s put that aside, because 
we also have the important policy question. The important 
policy question is, is it in the public interest, as you 
phrased it, that this information be furnished wi thout 
restrictions to the SEC? I think it decidedly is. It 
ia decidedly in the public interest because they are 
conducting a very important case, a case involving fraudu­
lent statements by this bank. 

They want to introduce these earnings records as 
admission against interest into their 01m hearing. The 
only thing we say is , "Well , that will embarrass us with 
the banks, That will make the banks feel in some vague 
way less ?tilling to furnish us information." 

Well, that vague consideration doesn't seem to me 
to stand up a~inst the situation that we have promised 
the SEC full ~ooperation; there is no legal reason w~ 
we should do it. There is every legal reason wbT this- -

H.Il. JR: You don't mean that, you made a mis take. 

ldR. PAUL : There is no legal reason wbT we should 
not do it nardon me. And it seems to me it is definitely 
in t he public interest that all the facts come ?Ut in. 
proceedings of this kind, and all this concern lS try1ng 
to do is keep the fact s, as long as they can, from co~ng 
to light. I haven' t any sympathy at all with that attl­
tude, 

• ' . 
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H.M. JR: Of course the SEC - they fooled around for 
almost two years. 

~m . PAUL: They fooled around with it trying to 
settle, thinking they could get a stipulation. i think 
that is probably wrong • . 

Now, the only way they can do - if we don't give 
them this informat ion, t he only thing they can do is 
bring a proceeding in court, subpoenaing this information. 
That will go to the Supreme Court, be decided bj the 
Supreme Court three or four years f r om now, and I don't 
see • II¥ we should do anything unless there is a compelling 
reason by statute sanctioning delaying proceedings in that 
way. 

H.M.JR: The SEC delayed this for a couple of years 
by sitting around trying to eet a stipulation. They could 
have gone right ahead and pressed for this thing through 
the courts. If they had done it two years ago, they 
might be there now. 

MR. PAUL: The SEC has told us it acquiesced in Dan ' s 
letter of January 14, 1942 because it thought that it 
could get these r~cords from the bank itself. 

MR. UP!W.I: May I ask .lir. Paul who told him that in 
the SEC, because I went and talked to Ed Eicher, the 
Chairman, and Chester Lane, the General Counsel, and they 
told me they wouldn 1 t think of aakillg the Treasury to 
give them these documents for this purpose in view of 
the Douglas case. 

l!R. PAUL: The SEC- ­

H.M. JR: Who told you that? 

UR. ~~: Ed Eicher and Chester Lane . 

UR. PAUL: I talked with both Purcell and--

MR. UPHAM: They were Chairman and General Counsel at 
the time. 

• . . 
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UR. BELL: If this case were in a court rather than 
before a Government Commission, they couldn't get this 
into evidence, could they? · 

MR. PAUL: Of course they could. 

MR. BELL: The bank woul d objeot to it, and--

MR. PAUL: They wouldn' t have a chance to keep it 
out of evidence in a court, It is definite admiss1on 
arinat interest. The court wouldn' t hesitate a minute if 
i were a court as distinguished fro~ an administra tive 
proceeding. · 

I.!R, BELL : Wouldn't the court have to make a ruling on it? 

UR. PAUL: The court would say it is rele rant because 
i t is e case against interest - objection overruled. I 
think Mr . Delano has the problem of the effect on the 
banking fraternity . 

MR. BELL: I think that is the big problem. 

lm. DELANO: I admit that we are very loath to have 
anything that i nterferes with the respect and confidence 
of the banking fraternity in this matter. One thing that 
I am concerned about is that I think - I certainly don ' t 
quarrel with the General Counsel - his interpretation of 
law - but a layman reading tha t early decision - all the 
bankers know all about it; it has been publicized to thea -
would get the same impression that we as l~n are getting 
that this stuff should not be made public in any way lllltil 
it has stood the test of a court. 

The only thing involved here, in mf judgment, is the 
fact that if they go about this thing legally by proper 
subpoena, they will have to submit to the court test before 
the{ can use it . If they get it from us they will throw 
it n before the court test and have the court view that 
action later on. 

1m. BELL: Without the knowledge of the bank. 

YR. PAUL: Wlthout prior knowledge - notice • 

• 
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Mk. 1IETJHfS : The bank will nave plenty of notice . 

II. !A •• nt: Let me put it this v1ay: Supposing we gave 
lbom ninety d~ys' notice we were going to do this. 

!.!.I\. PAUL: Then we v.iH have an injunction on us . 

till. DRLANO: That is exactly it. We don 1 t think 
we ought to be in the position of doing som.ething that 
way. 

Jlh . PAUL: The ninety-day notice is in another 
connection i n the statute. It doesn't apply to these. 

!l . ).! . JR: How does it apply·t 

Lu. U.I'HJ<J.\ : It applies to reports of examinations. 

Lllt . PAUL: It is entirely diffe1•ent 11nd there I 
thtnk tnere i.s a very good reason for that because that 
is heaJ•say evidence - a report of examination by another 
pe rson. There i s nobody tnere to cross-examine him. 
But this is definitely an admiss ion against interes t . 
So:nething - tnis bank has handed in to you tnose, now the 
bank doesn ' t want those earn ings statements to be part of 
the fact in a public trial before tna s~c . 

l.ll\o DE.L&'IO: In t uia connection 1 think it snould be 
pointed out tnat because tnese earnings and dividends 
statements may di f fer from any publ i? earni ngs and divi­
dend statements put ovt bv the bank 1t i s not nece•sar11y -
it doesn't lead to fraud Or concl usion of fraud, because 
there can be different theories of boo.ldeeeping and 
diffferent ways of interpreting books . 

MU. BHL: Just !ike a corporal 10n baa to keep a set 
of booka- -

ll. !A . JR: ·:.e.Ll, the fact re lllains, when I J.ived ~ith 
t his th1ng and spent days and days on it , Trans~er1ca 
was one of the sJ.ickest, smoothest, crookedest JObs - do 
you question that? 

.• ... 
• 
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MR. DELANO: Not in the slightest . 

H .I~. JR : And I mean, they bought and sol d the Bank 
of America stock and their own atock, and did all kinds 
of phoney transac t ions, and everything else. And the 
SEC - zoin~ back to the Ne11 York Stock Exchange today -
still perllll. t s it being dealt on the New York Stock 
Exchange . 

I said if the New York Stock Exchange had the 
guts to sa7, ".Ve n-ant t he facts , • and they couldn't 
cet the fact s, they could have rul4d t hem out from 
being traded in. I said the liew York Stock Exchange 
would do more to make a reputation for it self. They 
know the facts , but don't have the nerve to call for 
the thin(l and say t he;y will conduct a hearing. Based 
on t hat, the stock would not be dealt in. But they 
didn ' t have the nerve to do that. 

MR. PAUL : This is one of the practical realities 
of legal procedure . That is what it is. Transamericn 
is going to try to delay act ion here. It has kidded 
the SEC. I thi nk the SEC shouldn' t have been ki dded 
alone as it ha s . 

H.J.!. JR: I think they have handle d it very badly. 

UR. PAUL: At least they have waked up at this late 
date. 

UR. BELL: It i s largely thei r fault they have been 
kidded along. 

H. A!.JR: They say they haven't enough to do , but 
they don ' t do what t hey have got. 

Am. PAUL: I agree wi th that cr i t icism that they 
shouldn ' t have been kidded, which is what they; have had 
done to t hem. But now if they v1an t to ~ ahead, . I don't 
think we ought to put an obstacle in t he1r way, 1n a 
case like this, unle ss ue are clearly compelled to do 
so . 

160 

.• . , 
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H.J.! . J K: Here is anothe r trouble. Mario Giannini 
came in to see me - it must uave been a year and a half 
a60 · I think I saw him alone . 

!.!){. DELANO : You sent tae a memorandwn about it 
afte rward . 

1£1 

H. !.!. JR: And I tum d t o him like a Dutch unc1e -
1i~e most liKely he nad never been talked to in his life. 
He didn 't bring any attorney with him. It is the f 1rst 
tlme he ever was in .Jere. Ft•om tna t day to t his they rao .• ~ 
the b~nk of America decently and we have had no trouble. 
Tnst is lhe other side of toe slory. 

MR. PAUL: Now, Ll r . Di!lsno, there have been so:lle late 
developments in that field, haven ' t tne1•e - not i ndecent 
conduct, but ll'ez•en' t you somevtLat disturbed about this 
aoquisi tion of other ban.ts out t hc •·e? 

MR. DELANO: That has nolhing t o do with the bank 
of America. That is the whole Giannini expansion program. 

H.'·I. JH: The Bank of America i t self 't For tne l ast 
year and a half they Lave quit this high pressure; they 
•one to r.ork; they are the best seller of 1\ar Bonds Y>e 
have bot, and t hey nave qui t the mont:ey bui ness . Nobody 
was more criti ceJ. of t t1em tr.an I r.as . As I to!d them, 
'Gianni ni doesn't mean a gawd danced thing to me. You 
run you.r bank al! rl-ht . There are twelve thousand banKs 
in the country tha t I am in t er ested in just as mucn as 
you. · I said, ·ram not interested in you. " I am not . 

But nere 1·.e are - I am .;oi ng around tile .tot - but 
here u are, because SEC, when t his thing r1as hot and 
Bi!! Douglas and everybody was over here , lhey could have 
rushed this thing through; now, about five years. after­
wards they come and dump the thing in my lap nga1n because 
they didn ' t have guts enough lo go t hrough with the thing. 

Now Giannini bas out-smarted them on t rading wi th t hem . 
Here they are back where they were two years ago. ~nat 
harm can there be, Randolph, of my personally going to 
see the Judge, just alone? 
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l.!r.. PAUL: If he " ere a judge like some judges I 
J<nor:, you coul d do it on some i nformal basi s , but Groner 
i s a very ol e. man . He hasn' t any - all you could get 
f 1'0m hi m would be advice, and I don 't think hi s advi ce 
is as good as t he advi ce you will get from Norman Ti et i ena, 
r ecause al l he can give is one reaction . The case lsnf t 
before him. He may be in t he poai tion of passing on 
this case lat er - some asoect of this case . he r.oulan ' t 
r.ant t o prejudi ce his posl tion . 

![! .. TIETJElS: Re is no t ..... a t ;)IOU woul ci call a 
sympathetic j udge, i n any sense of the , .ord, ei t her . 

H.W. . JR: Let me put it t hi s way: ~hat about a judGe 
in a - how many judges are t here in t hat court? 

Uft. PAUL : Three - tr.e re ue three sit t i ng at each 
appeal. The re are more t han three in the cour t but they 
don' t al l s i t at t he same t ime. 

rl .M. JR: I mean, wher e is t here a simil ar cour t 
ou t s i de of t hi s distri c t ? 

1/.tt . PAUL: They are most analogous to, say, a court 
like t he Ci r cuit Court of Appeals in New York where Hand 
and Frank--

l .~: . JR: and t his is t or the Dis t ri ct '( 

~!R. PAUL: The analogous court fo1• t he D.C., jus t 
like t he First end Second Ci.r cuit . 

H.l.! . Jit: I didn ' t make myself plai n: l.nere cou~d , I 
~o befor e a jud~e of equal ; ank where i h1s case woul an t 
up befor e hi m, 1n anot her dlStl•iot? 

Lffi. BEU : Who is the Cour t oi' Appeals i n New York 
for that - one of t hose :;ew York dl strlcts 'l 

L:ft. Tl i:.TJEIIS: Je r ry Frank. (Laught er ) 

H.LI. JR: Don ' t be silly. 

come 
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lJi,. PAUL: Hand i s one of the most distin~uished 
judges in knerica . He would understand the po1nt . 

H .~. J R: Supposi ng I went to Jltdge Le a1oned Hand. 

w,, PAUL: He i s a different type of fellow. He 
v.ould talk to you off t he record about it . 

H. U. JR: Supposing I said to him - now, it can ' t 
come before him, can it? 

1k. PAUL : No, not unless he got put on the Supre:ne Ccurt, 
or somet hi.ng. 

H. :~ . JR: You say he is a distinguished .person? 

'.rR. PAU L: lie is one of the most distinguished 
judges i n America. 

H.J.! . JR: ~lha t if I asked l:im t o see me to advise 
me on lhis thi ng? 

Ml\. PAUL: Tha t woul d be quite a differen t matte r 
-:. if you die it on an infoi'Dial basis . 

H.M.JR: On an informal basis? 

UR. PAUL: I don't know what hand's reaction would 
be there . He '1\'0uld be quite apt to do i t , depending on 
bow well )'OU KDew nim. 

H.M. JR: He knows my father very well. nhat 1\0Uld 
you think of that ? 

Jffi. DELANO: I woul d certe.inl)' be in favor of i t. 

II. M. JR : I see your {Delano ' s) propositi on , and I 
see your s {Paul 's ) . On the other hand , I have. g?t t o be 
the .fl. nal judge a.nd i t i s a very difficult dec1s1on to 
make, and par ticularly where I ~~:ould like to do it, you 
see . But t he temper of the country is such that I want 
to be ve rJ sure t ha t I am not exceeding my authority • 

. .. 
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~:h, DELA!W: That is our conoet'll , Mr . Secretary. 

ll .ll. JR: That i s what I was gt•oping for - somebody 
like Judge Learned riand. Could this eventually go befot•e 
the Supt'eme Court he l'e? 

:.!h. PAUL: Yes, t hat is where these people hope to 
eet. 

l CI 

lt .!.! . Jli.: But it couldn 1 t go - the chances are it 
couldn ' t go before Learned !lend? .• 

MR . PAUL: I don 't see now it coulc. 

~. BELL: It would probably be brought in the 
Dist r ic t agai nst the Comptroller . 

!.!!t. TIETJBlS: I don't see ho" the Treasury ce.n get 
into i t at all unless v1e told t he bank beforehand . 

Mlt . UPHAM: It IVOul d be California or Wilmingt on . 

t.IH . PAUL: That woul d be t he Thi r d or Four th Cit•cuit. 

n.U.Jf\: liow, thi s is a case 11hich I can say somewaat 
resembles - noul~ tbat be a case known as the Douzlas case? 
Is that it? 

~ TieTJENS: Bank of America versus Douglas was the 
name of the ease. 

li .M. JR: What judge would it come up before here? 

Mk. TIETJmiS: Judge Groner wrot e the decision . 

I.IJt, PAUL: There were two ott er j udges sl tting. 

ll. JJ.JR: I t hink the t hi ng to do is simpl y cal l up 
end ask him - find out where he is . 

MR. PAUL: Be i s probably away on vacation. 
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H.J! .JR: Do you see any objection to t hat? 

:.!J\. BELL: No, I don't see a bit of ob,jection. 

H. M.Jk: Anybody see any? 

l.!rt. PAliL: I don't. Ce1•tainly it i s somewhat uncon­
ventiQnal , but Mr . Hand is an unconvent ional person, any­
u y. 

H . !~. Jit : Do you (Upham) see any objection? 

l.IR. vPnAU : I don ' t see any object ion, lair . Secretary, 
but you have to ask him some specific question, and it 
l.ould be a little difficult for him to- -

l!.L! . JR: I will as:t hlm a specific question . 

I.!Jt. UPHAM: I would want to know v.i1et you a re go ing 
Lo ask h im. 

MR. TIETJEI~ S : head a copy of the .letter from Purcell 
to him. 

1!i,, UP!!All : That doesn ' t state the issue , does it? 

~. PAl L: You v.~u ld have to go into more tnan that . 

l.!H. UPHAU: The most you will get , of course, is a 
statement on wne t her or not it is legal for you to ao it. 

H. •t.. JH: No, no , I don ' t want that . I am .,;oing to 
te.ll him I don 't v.an t that . 

lUi. UP)!A;,l : You a re going to ask 'for policy - whether 
you sh~uld do it or not? 

l! .H. JR: Yes • sure. 

Mh. BELL: I t hink there is a .little questi~n ?f 
et t.i cs as to whe t her the Tt·easury shoul C. give thu l.nfor­
mation to the SEC and allow t hem thr ough their process to 
ma~e it public, Ol' shoul d you make them r;o throu:;h t he 

1£5 
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legal channels and subpoena the records through regular 
court PI'Ocedure. It is going to take a long time . 
Which one should you take ? 

H. V.. JR: Is Jerr y a meJabeJ• of that court? 

MH. PAUL: Yes. 

H.!!. JR: He is a me111ber of t hat court? 

I.!J. . PAl L: Yes. 

H.H. JR: But JudJe Learned :land ia the p residing 
j ud.-;e? 

:r..-. PAUL: i!e is the presidioe judge. I don't thi nk 
, ou h:..ve to have any inference--

1€6 

•• 

-~.UPI!A!A : Learned will go ask him, won ' t he?(Laughter) 

i.lh. BELL: I hope not • 

ll.M. JR: It is an unusual case. He re you have one 
mao, Douglas , on t he Supreme Court, and Frank on the 
~ircuit Court of Appeals. 

\\ell , I don ' t think anybody - certainly any of you 
gentlemen can t ake any offense at my seeking advice of 
somebody like tnis because this ia a ~tter - you both feel 
so posi t i ve - both sides of the room are so posi~ive - and 
Y.iU, me i nclining t o do it, tnen I lean over bac.a.ards 
to make sure whether i t is enti r ely proper for ~e to do 
it, considerin~ everything. 

!.1.. •• DELANO : I hope, l.!r . Secretary, you don •t think 
that this side of the r oom i s trying to help Transamerica 
in this thing . That i sn ' t our point . We just sim~ly 
tl.i nk t he re is a question of policy and of ethics 1nvolved. 

!!. l.! . Jrt: !fo, I don ' t . I have go tten beyond that . I 
never did worry about t hat as far as :,•ou are concerned. 

!J.,. DELANO: Thanks. 

.. 
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H.l!,TR: This is a very difficult deci sion because 
u~ t o now the Gianninis haven't been able to put their 
f 1nger on me on a thing. My skirts have been clean, and 
my conduct of CQY office, as far as they at•e concerned - 1 
mean, I haven't been prejudiced. They haven 't been able 
to prove that I was prejudiced. The Lord knows they 
tried hard enough. They haven't been able to prove it. 

(The Secretary held a te l ephone conversat ion with 
,, in Lohr:nan , Judge Learned Hand ' s secretary, as follows: ) 
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Cperator: Go a head. 

HHJr: Hello. 

Min 
Lohrman: ~ea. 

HMJr: Miaa Lohrman. 

L: Yae. 

HMJr: This is Henry Morgen thau, Jr. 

L: Yea. 

HMJr: Ca n you near me? 

L: 

HMJr: 

L: 

HMJr: 

L: 

iiMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

Yea, I ean. Very faintly, but I ean bear you all 
right. 

Well, I'll t alk a little l ouder. 

Fine. 

I a tna t batter? 

Yea, t nat's fine. 

I'm talking over a leased wire to New York. That0 e 
why. 

I aea. All right. 

Mi ee Lohrman, you're t ne Judge's aecre tary? 

Yea. 

Well, what I want to get to the Judge ia thla - ha·ve you 
got a pencil? 

I have, right nere. 

Well , I have befor e me a requeat from the Securi ty 
Exohange Comm1 esion . ..• 

Yea • 

••.• for certain i nf orma ti on in regard to a bank. 

1'0 a bank' 
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HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

:!MJr: 

L: 

HMJr: 

L: 

HHJ r: 

L: 

HHJr: 

L: 

HMJr: 

T • -· 
HHJr: 

L: 

HMJr: 

L: 

he. 

Yea. 

- 2 -

••• . which ver y much tollowa the case or the Bank ot 
America va Douglaa .. .. 

Va Douglas? 

Yea. 

Yee. 

16<'l 

I t you want the reference , I have it. I t 's 105f. (2d)loo . • 
105P What was tne next ot 1 t ? • "1 

2nd. 

100. 

100 - 105 2nd 100. 

Yea . 

~eah. 

Now, thla request reeemblea tnat oaee .... 

:tea. 

...• and I wondered whether Judge HAnd would let me 
come ana aee h1m on an 1ntormal baa1a and get h1a 
advice. 

Well , now that can't be done unt11 after tne 4tn ot 
October, unless you vant to go to Vermont. 

Well, I'd love to go to Vermont. 

Well, I don't know- you mean you are- seriousl y vould 
you want to •.•• 

Oh, yea. Th1 s 1a importl'lnt enough. I can tly up there 
it tnere 1e an a i r t lel d anywhere near tnere . 

I eee. Well, nov vould you - vould you have the time 
to wri te him a note before you do tnat. In ease tnat 
ne ' a not available- I don't 11ke to have you go up 
there on a vild goose ••.• 
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HMJr: 

L: 

HMJr: 

L: 

HMJr : 

L: 

HMJr: 

L: 

HMJ r : 

L: 

HMJr: 

L: 

HliJ r: 

L: 

HMJr: 

L: 

H.MJr: 

L: 

- 3 -

Well, the poin t- the paint i a you Might vr tte hiM a 
note tonight . 

Well , I tnlnk l t would carry more wel gnt 1r you wrl te 
to him- Jus t - see he's having all his Mail sent here. 
It's redirected by the Poet Ottice eo it wouldn't have 
to c ome here- it would go direc tl y to hlm and I won' t 
have to have my finger in the pi s a t al l. 

Oh. 

And it would probably work out better tha t way. 

Well, what's hie address? 

Well, l t you send i t to him Jus t in care ot United 
States Cour t House - Juet as you would or dinar ily 
wri t e to !:11.11 . 

Oh. You don't want to give me his addr ess? 

Well, I could but it will go to him just as well -
you see, tne Po e t Ot1'loe ie redirecting - hl e mall 
doesn ' t come here a t all now, while he is away. 

Well, I'll do tne way you eay. 

All right- unless you want to ju st wrlte to hlm l n 
oare or Wi ndsor, Vermont . You oan do it ei the r way. 

•• 

Well, would be get 1 t there? 

Xes, that's- there ' s no etreet address or anytnlng 
like tnat . 

Just care ot Windsor , Vermont? 

Yea. 

Well, why don't I do that? 

All right, 1t you wa nt to do that. I think that will 
be a better way t o do - tnen ne oan oarry on; otherwise, 
he will nave to write to me a t my home and 1t will be 
a round-about way t o do i t . 

I should thlnk writing hlm direc t .... 

I think 8 0 , eoo , and then he oon- he oan come rlgh t 
baok to you w1 th wha tever reply he wants to send. 
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I!I!Jr: 

L: 

I!I!Jr: 

L: 

I!I!Jr: 

L: 

H!'!Jr: 

L: 

- 4 -

All right. Thank you. 

ia tnere any.n1ng alae I can do t or you' 

That' a enough. 

All right. And- let'e aee- no, l gueee you won ' t 
want to get in touch with me on i t at all, wi l l you? 

I'll wri t e to Windecr. 

All r lgnt. 

·Jnank you. 

'lou' re welcome. 
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li .M. JR: Supposing you (Paul) prepare a letter for 
me. In view that it is a legal case, I think you sho~ld 
say, "Mr. Paul , ~ Gi!nel'lil. Counsel, o.nd I would like to 
co1ae and see you. 

MR. PAUL: He is one of· the most charming men I 
ever met. 

H.M.JR: Could this thing wait until October? 

UR. TIETJENS: They started their hearing yesterday. 
That was the l~st news I heard . 

MR. DELANO: It seemed to me there was a newspaper 
story that it had been postponed. 

H.M.JR: It seems to me, for me to go way up there 
to Vermont - Windsor, Vermont--

Let's leave it that way. I would like somebody to 
advise me as to policy. That is what I would like. And 
from all accounts I don't see whore I could go for better 
advice. I can't go to a member of the Supreme Court. 
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August 81, 1S43 

l.D-.J.,OIWliJUM TO THE SECRl'TARY : 

Rc: Reque·st of SEC for certified copies 
of report s of Earnines and Uividends 
of a national bank for introduction 
as evidence in n delisting henri~. 

The Office of the Comptroller of the Currency 

has no objection t o the furnishi~ of these reports to 

the SEC for confidential uae, but recommends agains t 

the proposed consent by the Treasury of the introduction 

of these reports as evidence in a public heari~~ . The 

reasons for this positi on follow: 

{1) The furnishi~ of those reports for intro-

duct ion in evidence nill be regarded by l!llUl¥ 

bankers as a violation of the confidential re­

lationship which has ~ro1m up between the banks 

and the Office of the Comptroller of the Currency 

as a result of long practice . 

{2) The Commission can subpoena the copi es of 

t he reports retained by the bank, and unless en­

joined, introduce them in evidence. Because of 
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the findings in t he Douglas case, it is certain 

there will be a court test or any right to so 

publicize these reports . Our restri ction to 

confidential use would only require the Cowmission 

174 

to let its proposed action stand the test of legality. 

{3) Congress has specifically authorized the 

publication by the Comptroller of the reports of 

examination of banks but only af ter ninety days' 

notice to the bank involved. Earnings and Dividends 

Reports are equally confidential documents . I t r.ould 

seem, therefore , to be questionable policy to publish 

such reports , or furnish them 'for another agency to 

publish, wit hout notice to th~ank. 

I am attaching a copy or a lonser meooranduo 

submitted to Ur . Bell. 

Preston Delano 

.. 

• . .. 
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A \.\gUSt 241 1943 

~AHW1! TO UNDER SECRETARY D. W. BELL : 

I am informed that the Securities ana ~xcha.nge 

Commission has requested the Secretary to make available 

for use in evidence in the SEC delisting proceedinEs 

against Trans~rica Corporation all reports of Earnings 

and Dividends filed with the Co~ptroller of the Currency 

by the Bank of t.meri ca National Trust and Savings Asso­

ciation of San Francisco for tho years li132 to 1937, 

inclusive. 

The request asks a reversal of the position taken 

in January 1942, in a letter over your si;;nature, when the 

Treasury furnished to the s:c copies of certain reports 

of Earnin:;s anci Dividends , but with the express reserva­

tion that they would "not be introduced in evidence or 

otherltise be made public ." Before that position was 

taken, and before that letter Vtas written, with that 

reservation, a member of my staff visited the Sh~ and 

discussed the question with the then Chairlll8ll and the 
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then General Counael , each of whom said t hat such a 

reservation could not be objected to by the SEC, parti­

oultu•ly in view of the Douglas case (Bank of America 

:l. T • ..: S o~~ . v. Dougl as, (105 F.(2nd) 100)) , 

I am strongly of the opinion that the request 

vhould not be granted, 

Your letter of January 1942 is not inconsistent 

r.ith a previous letter signed by Secretary ~orgenthau 

ln which he consented to the public official use of 

information obtained from certain reports of examination 

of the Bank of America N.T. & S.A. Intervening facts 

and occurrences make the cases quite different . I t ~as 

tho attempt on the part of the SzC to make public official 

use o£ lnfol'!llation supplied b;r the Treasury that brought 

about the Douglas case . In that case the court held 

that "except to the extent necessary" to "obtain the 

necessary facts and inforlilation whereby to carry out the 

investigatory function of the Comr.thsion" , the reports 

''should be treated as confidential.'' Upon assurances 

by counsel for the Commission that the examiners ' reports 
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1~ould not be given publicity except as authorized in 

that opinion (and t here was no such authorization) the 

court held that no injunction against such publicity 

IYilS needed. It is my firm opinion that the action 

proposed to be taken by the SEC would make them subject 

to criticism by the Court for sharp legal practice, a!¥1 

that the Treasury, if it gives then the docUlllents for 

introduction as evidence in their hearing, would properly 

share the criticism of the Court. 

It is suggested that Earnings and Dividends Reports 

are less confidential than reports of examination. Even 

granting that , they nevertheless contain confidential 

information, the publication of which may injure the bank. 

The Congress has authorized the publication of reports of 

examination by the Comptroller in extreme cases ~en be 

deems it necessary for correctional purposes , but only 

aft er ninety days notice to t~e bank. ~urely the Congress 

did not intend that repCirts 11ould be furnished to other 

agencies for publ ication without notice . As a matter 

of fact , the Congress has always sho1m a regard for the 

confidential character of the reports of ba~~s. 
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It is suggested that it would be healthy to co­

operate in revealing misrepresentation, The SEC is 

in possession of the facts in t he oase. They can sub­

poena the copies retained by the bank, and unless 

enjoined , i ntroduce t hem in evidence. Our refusal 

11ould only require them to let t heir proposeci action 

stand the test of legality. 

~ven if it were of unquest ioned lesality for the 

Treasury to meet the request of the S~C, I should 

nevert heless advise a~ainst it. Affi rmative action 

by the Treasury would not only be an UMeoessary 

harassment to the Bank of America N. T. & S. A., at a 

t ime 1'hen it is cooperating l'lith t he Treasury, and 

llhen the Comptroller of the Currency sees no need for 

disciplinary measures; but it r;ill disturb all be.nks , 

likewise cooperating. Much of t he supervisory streQ6th 

of t his Office depends upon a conviction on the part of 

the banks that we are completely fair in our dealings 

with them, , and that we lean over backwards to respect 

their confidences and the information that we secure 

from them. Only i n r are instances , r1hen other methods 

have failed to get corrections, shoul d publicity be used • 

.. 
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I must add that the position no·.v taken i s 

decidedly in accord wit h the lone tradition of this 

o£fioe . 'Je have consistently refused to accede to 

such requests as this . Indeed, rtithin the past year 

we refused simil ar information to the SEC . True 

enou3h, there are not oa~ recorded instances of 

formal applicat ion and formal refusal. It is so well 

understood throughout the Governcent that our reports 

are confidential that not mailY requests of this char­

acter are received any more . But they come occasionally, 

· and they have been re j ected in the case of the RFC, the 

FCA, the Federal Trade Co~nission , and Congressional 

Co!lllllit tees, and wi th no resulti~ pressure, disap?roval 

or resentment . 

I reco~end that the S~C ' S request be not granted. 

, 

P.u.r~ <Lo ,.. ·~o 
Comptroller of the Currency 

.• 
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TREASURY DEPARTMENT 

I NTER O FFICE COMMUN ICATION 

Secretary Morgenthau 

Randolph Paul 

Re : SEC Tr ansamerica hearing 

180 -

DATE • 3119l~ 

The SEC has requested 1ou to permit it to use in evidence in 1 
its delisting proceedings a~ainst Transamerica Corporation all I 
Repor t s of Earnings and Div1dends filed with the Comptroller by 
the Bank of America for the years 1932 to 1937, inclusive. .• • 

The Treasury has already furnished copies of these reports for 
the years 1Y31 through 1936 tv the SEC but in a letter dated 
January 14 , 1942 , to the SEC Under Secre tary Bell stated that the 
reports were not to "be intr oduced in evidence or otherwise be made 
public. " The purpose of the present request is to have that restric· 
tion removed. 

. I strongl y recommend that the request be granted for the follow-/J 
1ng reasons: • 

(1) Not to permit the use of the earnin~s reports in 
evidence would be ic~nsistent with the posi t1on first taken 
by the Treasury in the proceeding. It is my understanding 
that at the outset of the Transamerica hearing the Treasury 
promised full cooperation to the SEC. This is evidenced by 
your letter of Novel:lber 23, 1938, to Chairman Douglas in 
which you consented "to the eublic official use by the 
Securities and Exchange Co~ssion as part of the proposed 
proceedings against Transamerica Corporation of such of the 
information obtained from the twenty examiner 's reports of 
examination of Transamerica Corporation here t.ofore furnished 
your Commission as bears on the allegations contained in the 

h t II proposed order or amendments t ere o. 

(2) It i s unreasonable for the Treasury to say to the 
SEC in effect "You may use tho bank's earnings statements 
in your investigation and preparation for the.heari~g , but, 
if you find information in them which you believe ntal to 
the hearing, you may not use such informati~n as evidence. 
You'll have to get your evidence elsewhere. 
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(3) There is no statutory or other legal prohib1tion 
against granting the request. 

(4) The probable effect on the banking fraternity in 
general of granting the reques t is gr eatly over-emphasized. 
Any we.ve of resentment on the part of bankers age.inst the 
Troaaury'a position in this proceeding resulted from the 
plunge we took at the beginning of the proceedings and I am 
not convinced the.t granting the present request will even 
ce.use a further ripple . 

(5) The SEC has indicated that i t acquiesced in the 
Under Secretary ' s letter of January 14 , 1942 , because it 
thought the desireo reports could be secured f rom the bank 
itself . It now turns out that the SEC has tried for almost 
two years to obtain a stipulation !rom the bank but has 
been unsuccessful . The only way the S~C can obtain and U$e 
this inforcation, which it considers essential , short of a 
prolonbed court fight , is through the cooperation of t he 
Treasury . I think we should offer t hat cooperation. 

I am a t te.ohin~;; a copy of a loneer memoranduro which I gave to 
J.J· . D. , • Bell. 

flttachment 
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