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;r.:Jr: 

Operator: 

~J.:Jr : 

Oscar 
Cox : 

HJ!J r : 

C: 

!-!!:Jr: 

C: 

C: 

C: 

t.n'Jr : 

C: 

!-J:Jr: 

C: 

HJ!Jr : 

C: 

!!1'110 . 

Osca r Cox. 

Hello . 

Hell o , Hr . Secre ta ry . 

How are you t oday? 

Pretty good. 

::•:.ve:::ber 16 , 194} 
11 :50 a . c: . 

Good. Osca~. l n pre~arlnc t hla boo~ of 
Stet tlnlus ' . .. . 

Yea!: • 

.. . . ~~t you people have access to Art~ur 
Purvis ' r ecor ds? 

Uh - - t o sorne of t~em I think , bu t no t to 
all. 

I see. 

Onl y t he part \·lhich I t hink tha t Sl r Henry 
Self and Tom Chi l ds had. 

Oh. I see. 

Uh - - ~e were getting up a ~rked oo~y rc r 
you eo rou could see ell the refert-nces to 
the creasury stuff. 

Yea!l. 

And I ttin£ l t will be a little ea~ier to l ook 
at l n terms of deci dl'.g \lhat r ecor ds , i f any , 
ought to be made a vailable. 

But I mean in the eturf -- the cables Pur vis 
sent back and for th during •... 

t:o , I don ' t thi nk they eo.1~ t hose. 

You don ' t think t~.ey rtw t' .em? 

lv 
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c: 
HNJr : 

C: 

.... 
v o 

;n:Jr: 

C: 

ill1J r : 

C: 

!'J.!Jr: 

C: 

C: 

- z -

:lo. 

I eee. ?~enk you. 

':I ell -- you go t a oeconO? 

Sure. 

On that metter you t alked to me about the 
other night , you mi~h t want to k~ep Adl a i 
Stevenson in mi nd. 

Oh , yes. 

9eceuse : understand that there r re t~~ tr~ngs 
!. n :~.P o!.ct;re -- O!'l.@ 1e thr t he 1sn ' t too taopy 
at -=hat he ~ e doir.e; now. 

Yes. 

The other is that some ~eople 1n the Adminis­
trati on a r e trylnc t o c~t him to run for Governor 
out t here next f all . 

I e• e. 

3u t he is a good citizen. 

Right . Thc t's a cood i dea. 

Okay . 

Thank you. 

Rlsht. 
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FOREICN ECONOMIC ADMINISTRATION 
OFFICE OF 1HE ADMIN~'IOR 

WASHINGTON 2S, D. C. 

llo.,.lllber 16, 1943 

Honorable llam7 IIOrgentbau, Jr. 
Seoret&t7 of the Tra&elll7 
WUII1n&ton, D. c. 

Since I bne been FinS o•er •:r C"f17 of 
11r. StettuD.ua • boolc, 1 t baa occurred to ae that 
1 t a18)1t be o! aaa1atence to you to bne a copy 
in wbl.ch the references to tba earl:r work o! the 
TreaeUl'7 Dapar-nt are •rked. The book tells 
quite a coll))llcated a to.,., and theee are scattered 
throughout the earlier chaptere. 

You will find inclo .. d a marked copy o!... 
Chaptere II tbroua)1 Vll . I hope tb1a will ean -
you &OM t1u, tor I know how busy you are at the 
.oment. 

V117 a1ncerel;r ;rouno, 

Oecar cox 

.. 

3 V' 

, .. 
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TO 

TREASURY DEPARTMENT 

INTIIJt Of'P'IC:II CONMUHICATtON 

.... 
January 15, 1944 

Mre. Klotz 

Mr. Shaetter 

Th1a manuscript baa been cheeked against the 
book and where the book differs the changes have 
been noted as per the attached e11pp1ngs, 
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CR.~'IZR II 

CI.SH /.ND CAAHl 

On '1\Jesdny, the ~8th of lilly, 1~401 the telephone rang in 

my of!ioo in New York a nd a matter-o!-Co.a t voice said1 "!'r, Stettinius, 

this ie the White House , 'Ills President would like to speak to you. " 

l!r . Rcosovolt•s messoee wau brio! . Conllross was being 

aeked to double the :.roy and llavy approprin tiona , There was o. 

tur.>endoua Job ahead, organizin& :.aericnn production !or the new 

defense JU'ogram, lllld the Preaidont co about to c<lll into being the 

Advisory Coomssion to the Council of Jlntional llofense. 

•Ed," the Pres ident said, •I wAnt you to srrve a s Cocr- . 

mUsioner !or Industrial !Ill terialo." 

'lllnt afternoon I presented Ill¥ re•\I!O"tion as Chairman of 

the Board of tile United States Stoo.l Corporation and nrranced to cut 

all IllY other business coMec ti one . 

J\o I lert t he office tha papers on the newostands head.Uned 

• Leopold '• surrender of the Bolgi:>n f.rc:y , Jlost of the Britl oh 

expecli tionary forces and the French t roops figllting w1 th thm-­

al:ooat halt a million t:II!D-were trnrred in Flnnders against the sea . 

Only Dunkirk remiined as a possible avenue of eacnpe . 

The next evening I arri vod in 17aohington and at noon on 

Memorial Day, Jlt\y 30th, I t~ent to the l1h1 te liOuso wi til the other six 

newly appointed maober s or tho Dofonoo Advioory Commission . 

IY1lliMI s. Knudsen was to be in cllllrl!e of product.ion, Sidney ~illm:ln 

of labor and employment, Chester c. Dt:vis of f crm production, 

R.llph Budd of transpor tation, Leon Hondorson of prices and 

111•• Horriett £lllott r epres ented eons\lC•r inU'rcst.a . 'Te found th.~t 
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11101t of t ho Cabinet and Ocnor<ll Ocorgc C. I:OrsMll, the Chic£ of 

Start, and :.clmir al Barold. l .. Stark, tho Chief of N~vnl Opcrntiona, 

wcro thoro. The President"""' cnlnl,o but v~ry serious , He spoke 

ot t.he crucinl neces s ity for speeding up tho nrms progrrun. 

/.ooric o ' • mAterial r esource s ••ust bo mobilized t o provide for 

'our own defenses nnd to furniah tho wnpnns so dosperntoly needed 

by the forces which stood bofueon us 'llld llnzi ag~:rcssion , For over 

41'1 hour wo di scussed tho problems we ! need . 

on Ills porch, ho filled in sooo or the mili t:u·y dc t'tl.ls of tho 
• 

griiVo picture t.hc Presiden t had skot.chod . It wns t.hc first of 

m:>ny talks 1 "'" to have ·,-d. th tho ooncr r.l during tho next t.hrco 

year s on tlk1 s upply progrnms of thu wnr, His friendship c.nd his 

advice hllve been n conatont source of strength to me tl>roughout 

my s ervice in 11oshington . 

For our country t.ho ccor ucncy defense progr!lr.\ i nvol ved, u 

Qonorl\l ll!lrshilll said n yc.v: ktcr in his bicnni~l report to t.ho 

the :~bill ty of ~ Qoverru:Knt such ns ours to prep""' itself in ti.Joc 

of peoeo ng'll ru:t t.hc ruthless and c rbi tr" ry oction of other 

Qov~.rnn:nts llhosc l o..1.ders t.'lkO sueh mcnnur<.a n.s they S C\.! 1"1 t, nnd 

strike Ylhen e nd Vlhc r c W1cy "ill •·•1. th ouddnn Md t<r rif!c violence . " 

Th• dd"nsc progr.,m ""!I'd trcn "':1 16th, 1940, six d.,ys 

a f te r the N' zis h:>.d b<.gtm their otfcnsivo on Fr.oncc ""<\ tho !mt 

Countries, \tOOn the Prc.sick.nt Bc.nt e op.c1.r. l l!l(.SS"!.gc to concrOpss . 
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requested during that JDOnth !or :.'l'f:(1 t.nd ll:>vy cxp=sion, tott.lling 

..,..~ t.hnn two and a b<lll billion dol.lnrs , 171. th one cyo on the 

' lbginot IJ.no and tbe otb;r on tb: ! nte of five natl.ons tMt md 

found wl.tl'd..n tho post !ivo weeks t.hQt ncutrnlity and cood intentions 

would not s11ve t.hQm from nggrcooion, tho rreaidcnt snid, •tro old 

du!onao is so strong t h.'lt it r oqu1ree no further strengthening, And 

no ntt<lck is eo unlikely or icpooei~lo tl"t 1 t m~y be ignored." 

'!bon ho sprang n figure th!lt olL'Otritiod the Congress 

Md the Mtl.on t •I should like to sue this nntl.on gccrod up to 

•.bility to turn out a t le.~st 50,000 pl.~ca 4 yu•r .• 

most of which were noncocb:!t types . Fifty thousMd pl.nn£s A yo;ar 

acvmod n t fi r st like "" utterly ir.>possi blu gonl, but 1 t c~u.;ht the 

iiiiC.ginctl.on of ;,..,ricans, V!hO mvo 41ttnyo believed thoy could 

noeomplish tho impossible , Thor o otl.ll rr1:10inud the questions--

Haw mttn;,r yt•nro would it t.oko? Could \fO do it !11st enough? 

In tho first r~w weeks nftcr coming t o ',7:.shington, ~• I 

as 1 ta lked with Admiral Stark, General l!.arshall, 1H, 

l<nudscn, ruv:1 other o!fici nle nbout th• mnny a tops thoy nould Mvc 

' 
to tcko to incrc::se our producta.on c:~p•ci ty ~• rnpidly ns possible 

tooMrd the 50, 000 a yc-:r gonl, I w~s incrc381ngly impressed by tho 

significnnce of the President'S st<lto...,nt in his !1'\y l 6t.b, 1940 

mcsaogo th.' t doubling of our plnnc productl on enp<lci t;r in the p<~st 

yoar hod boon "duo in grc:>tcr ~IU"t to tho plccii>g of !oreiGJI 

ordors her o." '111<1 r ecord, I found, \font b••ck to the spring of 

1938. It """ n r ccord or our fi" t slew stops tc>Y•rd mutu::1 

nid in 1.1-., !:~cc 'of :.ggr css> on . 

In a•rch 1938 the poundins of 11"1 boots on the strc< ts 

of Vi,M!l 38 'litlcr s dz,d .. Wltri~ c.cho<.d di•turl>int;lY in t.'lc 

7 
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CApi tills of t110 d.!!!locracics. In London, tho Bn. tl.sh Qovcr!ID<nt 

quickly approved a pl:m for grco.t expansion of tho l!rl tish airplllllo 

industry , /.t tho same tine they dispn tchcd nn oir mission to 

North flmorlca. Among the member s of thll t miseion wor e on unknovm 

Air Commodore named A. T, l!.'lr rlo, tod.'Y tho Cemmnnder-in..Chicf 

of t he R.I •• F . Bomber Colml.'1nd in Orent Brl tun , r.nd Sir Henry 

Scl!, l1ho wu ln tcr to servo ~ Chief of the Pcrmncnt Br1 ttsh 

:.ir COI!!Oiisaien in this country. 

The mission found the /.cc rlc'ltl D.ircr'lft industry in 

April of 19)8 operating only in oko.lcton fllshion . lt\ny conpanics 

wer e be rely 1>blc to keep goin& n t nll on tho thin s trcru. of orders 

then coming i n. '!11C /.my was limited by s tc tute tn nn nir f orce 

of 1
1
800 planes and tl1o Navy to ono of 1 , 000 pl:lncs . And r.l though 

thoy were grndunlly incrcM:I.ng their forces toward t he stntutory 

' ' limit, they had a ppropriations of only •,, ___ _ 

of p~nes in the fiscnl ~nr ending June )0, 19)8. 

f or procurement 
1 

Produc t1. on 

was nt t110 ra te of 1,800 cdlitvy plAnes n yc.'ll', of which a ST"-"t 

m._"lny were trainers. 

After visi t1.ng nlmost nll tho lArge eoa.,.~nics, the 

Brl tish mission plAced only two ordcn , but beth ll~d impor tant 

conscquoncos . The first was ! or 400 of t he """ a dv;mcod trainers 

thot North :.mcr icon J.vi<'ltl.on Corporat ion hod developed for tho 

un1 t ed S tn tea /,rmy /,l.r Corps . Thio wns the beginning of n l ong 

eorlcs of Bri tish order s for ""'"Y thousnnds or thos o trnincrs, 

~Vhich the Bri ti.sh called " linrv<l 'Cis" nnd hrlvc since used in 

tr'lining of pilots nll ovu tt-~ world undo.r th.. COI%lOnt<ool th 

t rUning progr::un. 

8 
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The o t.h..r ordor placP<I by the 11M Uah in tho ~priltg of 

19J8 was for long r:.ngo r.oconnllissttnco boctbor a , llhcn the m!.rsion 

vioi ted tho young IJockhecd Company's plan t in l!urbrutk, Cal . , they 

round nothinu thnt would sa tiofy Dri tish m!.li tltry r~uiroments 

and pr~pllred to move on , But Lockheed, like most other aircrnft 

comronicu in tlu\ Uni ted Stutos , noodod orders blldly, Robnrt Oro3s1 

tho president, ask<.d 48 hours to work up plnno for a m!.li t.try 

od3pt.~ Uon of one of their coall:1crc1nl. types , 'l!tc m!.o•ion was 

sk~pt1c4l, but there secned no h3rm in letting thea try. 

Forty-cir,ht hours later, tho mission was pres~nt.NI tli.th 

o co10plcto •cack- ufl" of a long range bol:lbcr , A croup of onc1nscrs hl\d 

r~orkcd feverishly fo\U' times arow•d tho clock. It was n job that 

Y<ould orc11narily hnvu taken m:my "ccks , Tho m!.soion ins~tod the 

"roook- up" , was satisfied t hat it had (ll'e>t po3~ib1litios, and plnccd 

nn or ol<w. tor 200 plMcs. This was tho birth or tho fnlllOU.S Lockhood­-llurloon botnbcr, >rhich sa11 so much s ervice in Dri t.'in during t he first 

..,.nrs of tho wnr , Beforo the Hudson gave way to the Lockheed-Ventura, 

the British ~.~d bought J , OOO of tlxa. Sc 1! told Me reccn Uy, IYh..n 

Lockheed planos of """'Y tYP"s wero rourin& out in cna t voltoC for 

thG Unitocl !htions, •I n<vor s •c ono w1 tltout tld.nl:ing at tl1oso young 
• 

on(lintoro who saw their chl\nco and took H ." 

Tho ardors plac;:.d vii th llorth lu~><.ricnn and Lockhcr.d for 

ni rplnnos led also to the first substnntiol n•l(ino orders plncc.d in 

m3ny yoors >r1 th our t>to princip>l nircrnft ongino ·,.,,m.r,c turcrs-­

the flricht ncronoutic:\l Corporation and Pratt I• ''.'hitney. :.nd nl:out 

the ""'"- ti""' as the fi.rst Bri Ush Air ~colon C'llllo to this country, 

u~..~ fr, nch ordcrt.d 100 of the C•trt3 ss-7rrl~ ht P-)l• !1 ~ht£r3, rrc..-
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'l'ho f.::ltrican Go•ternccnt rod pl:lyod no posi tivoJ rol<. in 

t..hosc purchaoc~ a lthough it was c~ t.om.'>ry for official missl ens to 

P.'Y cow·t.ooy calls on llajor Gcncrtl ll. H. /.m<>ld, Chief of th" :.rmy 
:.lr Corps, end o t tx.r officials in l1ashington . In Soptcmocr und 

Oo t.ober · 1938, however, t wo visitors Arrived in /u,..,rica from opposi to 

sidoo or the world v1hose miosions r csult•d in tho first st.lps .of 

notl.v• kmrrionn Msiatanco to tho Mt'ons oppooing aglll'cssion. 

From China, Gcnoralissillo Chisng KD.i-sh<:k sent K. F . Chen, 

.. dvisor to t ilt, Finance l!i.niotry, seeking a 1oM for tho purclt!loc 

of supplies ess tntiel to Ch1na ·~ continued otruggl e agninst Japan . 

FreD Frnnc o ca:oe Jean llonne t, a French bonk" end businessm· .. well-

known in this country, to s urvey for th6 ••rcneh Gavcrnncnt the 
\ 

posoibili ti cs for n l..~rgo scale airplane puroh.•oinc program i n thl s 

country. 

In Europe, these wero tho dL\yo of ll\lnich, when Fr-mco and 

Bri tnin, both totally unprepared for ,.,,r, liCCCpt cd 1!1. tlt r 1s seizure 

of the only r eal bulvtnrk acainst l~'Zi aggr tssion oln Contral EuroJ'f'--

l.!Unic ll strongtMncd the beli<J' in the EuropaAn dcmncr~cic• th't t he 

only rcmnining hopa for pcaco, short or surrondcr t <> :lnzi docin· tion, 

wns to r enrm rnpidly enough to mkc 1!1. t.hr h• oi t..~ to boforc col:"ci tting 

.mot.hc.r oct of a.ggrc:Jsion . 

In f\oin , Clti nn had b~on Cightinu tho J,,pr.nosc egttrcssors 

for n yc~r a nd a lmlf, yielding city after city, r rovincc o.fter 

provinco, t'.nd losing countlsss t housnnde o£ liv' s , but nL,vt r 

wonk. ni"l! 1n th.. \1Ul ·to resist. lla.: t t ..• Chino•• vr• ro working to 

pr«.fY'rO t.hcir unduvclopcd l:cstcm T'lrovinc"'a rnd ~ nc:t C3J:i ta!. "'.t 

C • •• • . r ti "' ·t·•·ncc Lich' c>ch·'n· r·' hungld.ng ~s w1"' Ct...n""-'r _or cor. · n......,.r .. • r4_~ ""· • "' a .~ 

/0 
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w~s botna dr~ggcd by IL'Uid ~nd donlcoy curta froa occuplcd :>r C<"'s to 

form the nucleus of new~ rscnals for in tho interior which would 

bo •blc to turn out guns, bombs nnd :unmuni tl.on I;Pr Chineoe fighting 

!orcas . But China obvi.ously would hwe to got as J>My eupplics ns 

possible !rom tho outside world--from tho indus tries of •·rhn t tho 

Gen~rnlissimo called tho "friendly na tions Md opponctns of aggression 

in the world. •l 

Tho Un1 ted st., tcs W~8 nmong those . Since J:>nu.vy 1932 \fe 

h:la folla.<ea tho pob.cy of nollnlCO!llli tion or My terri torinl ch:lnge8 

brouaht about. by force. But our ef!ort.G to illvoko "mo""l fore<>" nnd 

to persUAde ~ Jepnnese to submit the dispute to Jl<><'Cc!Ul s ettlement 

h:ld boon unsuccessful. !.lthough wo continued tl>eso efforts right 

up to Pcorl !lllrbor, wa procccdea in 1938 W1 th o ther measur es of a 

mor e prncticnl cha rnpter . Thnt 8\lmlllCr Sco rot.Gry of Stnte Coraell Hull 

oskad nll nirpl m>e mnnufacturor e in t ho lhli ted S tn !.>8 not to sell 

plo.ncs to countries which used them for indiacrianinn tc n tt.•ck on 

ci vilinns oa Jnpan was aoing in Chiro. nnd 41 though there l'mS no 

s.tntutory pow<'r to enforce this • moMl cabnrgo" , Aacricnn plMe 

c.: e.xports to Jl\pnn a topped . 'l:bon, m th tlw o.rriwl of Chen, we took 

:l ... 
<.. 
0 

" Vl 

our first posi Uvc stop to h!>lp Chino. • 

\i Chi"ng !(.u- shck ' s cmisa~ry wult to Socreto.ry of _!ho 

Tro>aury !AorgontlL'U to discuss possibilitioa of 4 Qowl'Mcnt l oan 

to !innnce purcmsos in this country . t.lthough tho lloutrnli ty l.ct 

did not bAr ouch a loan to ChiM, thor o wno a t t l\O t tillc n minority 

opposed to oasis tnnc<. of this typo to Chinn by our G ov~rnmcn t , 

However, m th th" <>ctivc help of the s~crct.•rY ond of tho President 

hi=df n :;25, 000,000 loon by tl>.. Exrort.-It1pcrt S'lllk !'in.,lly •r.s 

n rr- ngc<l on DQce<>bcr 15th, lOJS, n. proc<edS could not lx. us•.d 

'I 
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for U>c puretlnso of nrms and """"llli tions , but thoy could be used 

t.o buy other suppllu ess~nticl to China'• we>r c!tort. Rcpc:flXnt 

wu t.o be m•do in shipoents of tung o1l-M essential industrinl. 

produc t--over the next C1 vc years. 

The loon wns very sMll, but it wl\8 a signiCicnnt step. 

For n yenr nnd a hal! the J npcnosc 1\:ld been hmn:n~ring aw~y on tho 

propngandn lino that the r ost of tlhl VIOrld would not proceed 

boyond words in aiding China, t(>n t we would l o t \ he Chinos< fight on 

<>lon6 t.o ul tillX\ te defen t . Now the Chin£10 know tl>~ t this was not 

so. During t ho hs t 90 d ays of 19J8 tho Sovie t Union, Great Bri t.un 

nnd tho United Stntos all took stops to gl.ve China ,.~tcrial support. 

In October the Sovie t Qovcrno<nt entered int.o n barter ngrcco:;nt 

t.o provide Chiru 1'1. th $50, 000, 000 \TOrth of Russi-.n plnncs, tt.nY.s, 

trucks :lnd guns . 'IWo days o.ftt.r our own lo.·\n ngrccment, the British 

• Oovcm ll<.nt ndvnnccd n sm••ll crcdi t of nbout ()2 , 000, 000 to tho 

Chinoso Oovornmcnt f or rond building uquipmrnt twl trucks for the 

Burtl>l Ro1d . 

The Universal Trading Corpor1 tion, •••t ur ns purchasing <:gent 

for tho Chino s o Govcrnarot in th< Uni ~>d S t 1 to a, il!nc<tin toly or<kr cd 

500 trucks from General l!otors and 500 """" from Chrysl<r . The 

gren t obs t.~clo tA effective aid to Chinn wna thtn r.nd still is tr=s­

portotion. The Chinese used moro than half of thu tw~nty-fivc cd.lllon 

dollars tor trucks, tires :md gnsollnc . )lOot of the r out went for 

motnle, lll!lohincry, roAd building o.nd oloct.ricnl oquipcocnt .ond tools 

for ~he nuw nrscnr.ls of Chillll . l'OlAln n~ost of t ho 'orl.gl.nnl tl7vnty-fivo 

million hod bocn s pent, n s ec ond Export-Import B.'nk lo:m, thio time 

t or 320, ooo, ooo, w:.s gr~ oted on !.11\rch 7th, lC)t.O . 

'lh< gro:>t buying expcricncL of the Procurement Division 

o! t.h• Trt!lll&ury l)c.put:.c:..nt tl'\3 &de "\v'11lf\bl<. to Univcrs.:1l in its 

/~ 
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purch:l.:lo prcgr= os soon as the first lon.n h: d bu n nrMngcd . 

1 

tho ofl'lcl.nla of t he Chl.ncse agency entered into • ny contr,et, 

went to 'l'l'cosury Procurcmc.nt ftrst for advice . 

&.for e 

t:tcy 

This coopcrn tl.on of the Chino eo nnd the Tronetu·y Dcp.ortocnt 

in procurOLltnt wr.s not, h01vcver, only for Chi.M •s bcncfi t . 'ntc thNnt 

of !IW'Cr.:>l wnr "as dr">dng closer . It •.•as obviously to our own 
0 

int<rce te tht.t foru11!)1 purcmscs be coo...U.n·tt<d through our oom 

govcrru:tcnt, so tho t thei r buying ""uld 4881.8 t, r e thcr t l>!m hinder 

ua 1n JXctl.ng our 01m defense needs "" they dovdop..-..:1. Ue led been 

unpnp tred for this problc"' <- t tho bct;1n.'11nll o~ t !to lost '0':11" and 

ther e m d 1ncvi tl\bly been con!\lSI.on untl.l 110 could org:tnizc " 

so tl.efnc tory m£ thod of c oordi.M tl.on . Socre tory l.!orgun t!tau rutd 

ller~>~n 011 ph.".nt, the 'l'l'cnsury's Gonc rnl Counsol, red done some of t ho 

most conutruc t1. vo thinking in t ho oov .. rru.tcn t on hOlt to tcko ndvnntcgo 

of thnt cxpcrl.cncc should nnothor ccncrnl tlttr brenk out. They •. , ere 

oleo IUIIO~g thoee -:1hc s nw earliest "nd most clo.--.rly h01• ioport-mt it 

1'"&8 to tho s nfcty of t he United States t.h!lt Oro.n t ~rl.t.-'11n, Fr:tncc 

::;nd Chino bc.nblc to r <.sl.•t 1\gg:rosel.on by tht tot•lit"\rl.::.n pcmtrs . 

In r.ddl. tl.on, Secretary ~rg;nthnu u._., or couroc, chief fl.scnl officer 

of the Federal Qov,r=<nt, t.nd 1 t wns hie duty to keep l.nforo>ild o! tho 

CinMcinl condl. tl.on or f oreign gov, rru.~rnte buying her e . Hr. h'td 

to !Mkc ecrt'>in tl\'lt they rod the money to p.--.y for the goods they 

ordered . 
' It wos for these. rCJnsons t!1•1t •.rhon J~;'1.n nonn<. t .nrrivod soon 

' t1Ctur Chen in 1938 to r:r.kc hus surv\.Y o! our plit:.. production c"lp~tci ty, 

the Pr ... aid( nt rcqu~-.stc.d S.....e"-.tvy :"'rgrnth:u t.o r<..~r ... Rc..lt the 

Unl.trd St--.tcs Govrr n:a-:nt. ::ith th< S cr< t"-r:; ' s h·lp, ~~-~· t t·lk:d l'ith 

/_; 
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'hr • nd !i,,., O..pt'r ta:nt o!fici:Us · nd m::do ~ "'pid aurv y or our 

· i rc"'!t i ndus try . :lhnt he sor. convinced. l'd.IO t.h1 t t.h< p1~cing of 

l!> racr order s could. r :.pic!ly cxp•nd '""oricnn pltlno )>r eduction, I:onnc t 

r<. t Um cd t o Franco to r epor t nnd by t he end or 19)8 he \ tnS Mck •li t h 

r, new r.i r 1111ssi on t lv'.t i.Lllllcditltcly w~nt into nctlon. 

On J1nuc.ry 26t h, 1939, tho French U1•~1on plnocd its 

firs t c ontrac t f or 115 Gl<.nn- l'" t \ n 111cd1wn bomber s which ~>oro 

ror <. runncrs or t he British Br.lti :nons 1nd the u . s . !':\r,Ud"r• of 

t.od:'.y. l'li thin taO oontlas t ilL French ordorod t>Vc r S00 pJ:.n~S " nd 

hund.rcds or ::ddi tio!V'.l '<irplan<. coOn< a, !llld they continued to 

phoe ord~ra t hroughout t l.c s= r end t ,U.. 

By t he end ot 1Y39 t ho ;'rcnch h::d order ed Ploost 2 , 0CO 

1\ir plnncs , includi ng Curt iss-17right P-36 •a Md P-40 1s , Doug).P.s tr:in­

cnginc Boston bombers, lt•.rtin mcdtwn boo~rs ond !'1rv11rd t rninc re . 

:.nd thoy Md ordtr~d mor e t.Jtcn 6, 000 lrricht M d Pr~t tt ;z;. r/hitncy 

oirpl.:lno engines . Th<s c orecrs w rc am•ll comp• rod to t hose th'\t 

w"rc to t ollOIII, but t tlcy .:cr t very sul:s ttntinl i n e()t1p:lo.l"ison t o the 

onltrs ',tc ours 1vcs ""r c pl'c ing during th.'\t S'!C<. r · ri?d, wl-.ich 

totrJ.lcd plrncs · .nd cnain'" · Lik~ t he 1"38 

British orders f or Hnrvnrd tr'\intrs ".nd LOOkh~~d-lludscns, t he 

Frcnoh order.s kept our nirer~t m."".llu!nctur ... r.s goi ng ~.nd 1.n sorx c:ts ils 

br ou&htlbout considerable incrco•~· 1n r roduc tion cnp,ei t y. ?r-~t a 
1ihitnoy, for ex"..llpl c , 1\•.d to double t ho siZo o£ their engine pl"nt 

i n 19)0 1n ordtr to t~kc c:.r~ of ti~th. ord~rs . 

Ov r "\11 t~ Fn..nch contr~e t.a., htJ;rc.·t ... r, t.ung " serious 

t.l'.r..~t. So long •s ;;. r ::>'.:::y did not ~~t;.ek, tht :r .. nch ~rpl"n's 

C:)uld t d ltv. r .... d . !J'.:t. :.s s o n -.s r st. rt. d b·. W 'L• n. "': .rr n7 ~:t:l 
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FrMee, th" ar--...s e~rao in tlse ;..ttu~Ali t.:1 Act. uoultt eO!:Ie into !"oree, 

arid <lll tho French orders lf&Uld he cut ort , The "rtnch took the 

risk, but U:e ~ri tish Governm<nt ploco<l almoc t no ardors at all in 

ttuo country 'lfter l!unich because of the throat of e"b.•rgo in case 

of war . 

On l•aroh 15th, 19J9, vrhilc the rrer\Ch WO\'A bus;r buying pl anes 

here, Hitler seizEd what rtas left of Czochoslovnlda after l'unich . 

One Ylcek lll tt>r the i:azis occupied l'emel, and Qo~l:bcls ' propagandis to 

uea•n to turn the hc~t on P~land . In .. pril !IUSsOlHli.Dent his troops 

1nto J lbania . 'r.~ !'or<:es of a #'~re~sion were on t.!\8 move again . 

On :·ay 27th and again on July 1st, S.!Crctsry !lull asked 

Congrcs• to repeal the embarGO provisl.ons of the lleutrali ty Act. 

'llt1e , he sllid, would be a """'ns of discou.rnain& the a!;gresoors I rca 

c&u31ne; ll new world war. The bcvt \'fay to kot~p this country out o! 

war, he omphasized, vra~ to do all l'le could to prcvf!nt Tl(l r from 

breakinc out. 

The once ove,..,.he?.mr;g najori ty behind the !~eutrali ty Law 

w~• ohrinking ns 1:10re and oore people saw t.M t 'it r:rode us sit idly 

by, while the .~'..xis nations 'ld th each new con,.uest. c:rew stron&er and 

better r.ble to a tUck us "'hr~ our turn eo.r..e . But in July 19)9, 

:.:.ere wns still strong opposition to any chango in tho lsr., r.nd 

Congres• ndjo•1r ned vri thout taking 1\ny ne t1on . 

On Septo10rer 1st, 1939, Hitler ' • forco• •~shed into Poland 

Md 1>ro day5 lo tcr, i n accordllncc with th~ir trr·• ~:r obliga t.l.ons 

llr;:Untlt. this ne-w ag~ession, Fr:mce .'Jnd 0 rltA1n C~' ... :.r to Fo:U~nd'~ 

surport. Tho President then prochiood th• ncatr•li.t;' o·· the 

Uni W Sbtes R.nd plAced c.n e:iban;o on !.ll ship- ·nts ~"~-~ :l.T:'.S !.o eny 

of the btlllg,.rer.t. ~tiO!'l!; .:ts he Ya"'.:. re-trdre;.i to do 1-;: :.:t~ ::e1:~:1..b ·-:· 

I 
l 
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Ac~. On Septmber lJt.h, 19)9, he cnllcd Co~~~:re~a ~ 10eet in spcc~P.l 

seaaion i .n order w reconsider the nraa tll3bar go. 

'!he debe te th:l t followed was 11 !ororwmor ot the lll ter 

debcte on Lend-Lease • . In the main, those who oproscd repeal of the 

ombo.rgo bolieved that the United St.'> tee could re1.ain s afe regardless 

of what h:lppened in Europe and A sin , They rc~:arded t he A tbntic 

and Paci fic Oceans end t he '!l-r above t hem more no bnrriers tron as 

highways f or att.'lck upon WI , Therefore they diet not believe i t 

essential w the see=l.ty of the Urtited Stntes thn~ these ocea.ns 

and t.he shores opposite our own aust alw~ya be in tlo8 control o! 

ourselves and of friendly, peo.ce!\11 nn tiona . They believed we 

entered the l..at war, not because our vital interests "ere thre?tened, 

but becouao we were dr:t&ged inw 1 t by •inoidonte• involvilll: t,mricM 

propnrty and lives, by cunning allied propngo.nda, nnd by the selfi sh 

interests Of internn tion&l bonker s l<nd 1\M!llllll()nt m•nufr.cturers , The 

Neu trali ty t ot was their onsv1er to t ho deoi rc of all Americans to 

rclllllin a t pence , 

Thou \tho =n ted to amend t.he !leu trnll ~y Act believed in t.hc 

"''in t.hn t a~;gression by o.ny of t.:1c gre:> t JlO'ICro anywhere Tms likely to 

lend ~ threats ngllinst our 0\7tl s:>!cty. They believed particularly 

t.htl t ~ho defe> t or ui'O" t 3ri t.Un nnd Fr:.nco by razi Ger:o.v.y . 'Ould be 

"blOI'I ~our security in the .ltl.antic, just ns the continued mlitrry 

expansion or Jcpnn r.ould be ~ bl011 to our aecuri ty i n the Ptloifi.c . 

They differed on ~e extent to \lhiCil ,\nericon eccuri ty might requir e 

tnt. t wa should no in order to rrcvont :<n .•.xis vic tory, but tne:r 

nnr~od . ., ' mini= trot "• should ptrtd.t England •nd ~ance to buy 

1mo here for cnsll ·tnd co.rry theo <.-ny in their O'lln ships . 

'1\.e issues Wt\rc not £enf r.-.l1:r t\C sh.·u·r1y de!'ir.ed in the 

d· b'\~ on the '"' r.:!S eob:lr&O ~s ·e c .. :t sec the= l()')kinr b:tck tod ... :·, 

I I 
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So:;erct.:>r )' I:Orgen Uuu wu rnaed CMi1"1111"n . 1ho other oeabers w<re 

repreoont.'ltivos of the 11.-u- Oep.- rtoent, the N~V)' Dep,rtnent c."<! 

Trenaur)' Procure.:>ent, The job of tl>e Cown ttoo 11 t tl11a ticc t.'ll$ 

to enrry on nnd develop the work Secr etary l'.orggnthnu mel his 

rtssiot.Mt.lh.'d nlrcndy beKW'l to mr.ko nvdll.~blo up-to-dot.e rlnne 

models nnd o ther anus t o the Froneh, Brt tish nnd other f riendly 

peoples ; to keep •·rt.tch over tho dollnr bnl..neoo .or t he foreign 

0overnccnto; ~nd to help thea find suppliers >~ho could fill their 

needs . 

'1\10 Brt tish nnd French .'.i r lliosions decided to plrcc orders 

, for ""'ny type a of pl.~es ui th nll co;>J)I\nica thr. t !ed nvt.il.,blo c •p.•cit)', 

r~U•er th'n to coneentr:-..te only on o fou or the lr.test :.nd bes t 

r.oodcls , Tho most import:.nt tldng, 08 they MIT 1 t , \11\S to put tllo 

1ndll$tr)' fully to \IOrk, to get moro plnnt f t.Cilities oxpnnded PJ\d 

mor e workmen trllincd, cmd to put t he industry on n '"''"" production 

bl\018 . Sooo of the pl.•nos ordered Wldor thU plnn would not be up 

to top olr.ndnrd . l!ut while these older types tr~rc bein& ""'"utr.c turcd, 

ilrt tioh, French eJ\d nJ<LriC.~ cr~ntrs \IOuld bo workir.g to introduce 

tho latcot ;).u'ope:m b.~tU<c expcricnco into no··" ~el:l . llhcn th••e 

""" mcdels "' re re~y to go into product!. on, nc11 ,.,.nut.>eturing 

cnp.,ci. ty "ould nlr•ndy m ve been ers~t4d to turn thea out mor e 

r .:tpi dl;,o :.nd in lnr~cr qu'Ul ti tics . 

'Ml(.. United nt:o.tes ,\my :~1.r Corps !\t th-i..s t1.rn.c ,., s li:-1. ting 

1 to o rdcro to sm,, ll numbe rs of tho moo~ r.dv•nc~d pl~ne types in 

order to be ""ble to t~kc !\dvt,nt.."\be of ctv·n;;us i n drsicn res11l ting 

trom t'\C Air r"'..r in Europe . ''l~.mt!l.ilc t.'v :.nglo-~ronch purch...1.sc 

pro(7~ \,-r,s ere: .. t.tnG nc.t e,p:..Cl. ty ~ • could U!I'C tor O'.U"sclvcs if 

tr... d' n&'-!'" :shoult\ co::.l closer to us . 
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Des pi to the tendency in t:ngl.ond t:"n to think of suwllcs 

! 11>c t"" United Smt.cs princip3lly ~.s inaurnnce :.gninst une"l"'ctd 

loose s, t here wu a rising tl.de o! Fra>ch nne! 'ln t1sh ordors lll this 

ponod . Four times as ceny orders wcro pl.llccd !or plrn£1 in the 

!irst !nl! of 1940 r.s in •ll of 1939, ovor oicht thousnnd plAn<S end 

thirteen thouso.nd engines . 'l1lO en!l1no ordoro wert. pcrt1culnrly illl-

port/lnt for engine cr.('( ci ty rms th" pnncipnl bottleneck . The engine 

pW'Ch:la< progr3m c lone i .nvolvcd a t.ct.~1 copi t •.1 outl::y by the Bri t1sh 

•rod French or ~1!4,000,000 . They spent their arm coney to bnild new 

- irplr.nc tngino pl.>nts in the Jnitol'<l Sl.:>t.cs "'.nd to ,quip t occ Yi t.h the 

n•tdcd :<\Chin~ tools. Th<.ir money !inMCcd schools where t.hous;:;nds of" 

n<.M , r.w.. rle"'n workers nrre trained in the noeces .. ry skills . Th~y rrut 

t.lu.s mnnc y not only into the cst.~blishod D.l.rcrnft eng1nc imlustry, 

but into tho automobile industry "" "oll, then just b~g1nn1ng to m'".ke 

~.irpl,nc engines . This ;,e4,000,000 did not Luy ~Y e nGines . 'ftl-·. t 

" "" cxtrn . I t crcnted new ccpr.ci ty to make t ngincs tJ" t vros to prove • 
or vi t..'\1 imPort."!.nee to our defonsc procr.om when "a Silt out to..,"".rd t.'ltc 

Proaidcn t• s 50, 000 p1::no ~;o"l. 

IJ 

AI StcrttU:f of \T•r $t1ason TIN! to I :\)' in n l e tter to Senator 

Gcorc<r in February 1941, lhllr tho Lcnd-L<.:u" ,·.et "as being d~battd, 

•be•r1n~ in cind t.hl.t. it t.•k<.a fro~:~ 18 mont..'>a to two yt>rs to dtvt lop 

production of Cl ncn nircT"!t motor r.nd nbout 16 to 18 oonths to dc­

volop production of n new model nirpl'\nc, you Tlill r cr.llzc tl" ~ ""- th­

out tho ho~dst.•.rt g1 ven induatry by thoao torcigll orders we .:ould nt 

t.tu. J')r\Ja(..nt tioo be in = very gr·.vf a1 t.un. t.1on 1\C to the plc.nts ~nd 

f'"lcili tics ":tu.eh m:. na.: n"'cd !or thv ()Cndin~ c.:.:r rgc.ncy." 

'!'!>.. •• n• l o- Fro:mch purclr.&1r.g JlTO il'"O!l .xttnd,-1 to oUY.~ •litol 

St.C tors or t.Jt;. , ... :~r rro-!uc ucin f.:"'GT~, toe 1 ... !'~r S. f t£::01: :a lC·)f'O • 

0\· r er."" nun:i:"'\.d :::d.::ion dol~.:··rs ·.:ort!'l c! or.:krs .:. r- rt-.c ""! :.;: · .'\t. 

Regraded Unclassified



----- .. ·---- ---- ---

.. 

II - 16 -

Bri Uah rnd French for mchinc tools for t hcu 01.n f 3C tories 'lnd. n t 

lCA3 t 'liiOthcr hundred m11Hon dollJ1rs 1108 furniohod n<>er i c:m J:>'\IlU-

rnctur ora to buy rochinc tools for lu:>Oricnn foctorics . Th•t wr.s "" 

lllUCh "o our tot.'l m.'chine tool produd tion for nll purposes in 1'7)'1 . 

'lllcre ,, re ndch. b.on'\1 orders or 1mport.'\nec.--!'or explosives , fUJn\U\1-

" uon, ordnmco, :md ot!lcr cquip:D<lnt o.nd l:l'• torit\l!- r>mning into 

huncln:d! or al.lliono o! dol..l£rs <>Oro. ..nd tor these too tho 

ilri Ush h.•d to build f".ctorics i .n the lln1 ted Str tcs 1<1. th their own 

lOOney. By UIG ti:oc the L nd- Lc, sc •• ct " "" pr.sstd, thel r tot.-:1 

c~pit:'linvub:ent in .United St., tcs " " r indwotrics , both :rl.r ~-~d 

ground, woo over c. quartor of n billion doll..".rs . 

nS I OXf!mined tho record " hen I s tArtl!d t.o work in \':!ish-

.,&. ington i n l!ny 1940, i t socLICd to mo th.".t \lhilo "cnoh-nnd-carry'' 

h"d b<en of • id to tile n-~ tl.ons fighting oss r ossion, th• y had hdp<.d 

our defenses even more. ;.:x;rtc,n " " r produc Uon olrc'\dy h·.d n good 

ats rt. l!ut 1.!10 thous.'\Ilds of phncs ordered by Gro~ t Bri t'Un :lnd 

Fr' ncc in tho prccc<ll.ng f'l. ve :xmtl\!1 u,ro not )':. t d~ll vcl"'d . In 

r"ct only 104 pl,nr.s, the l ns t or thooo ordere-d ln 19J8 ucro 

'lC t u.,lly shipped to Grc• t Brit.'\in in this p<'riod , nnd Frnncc 

~ctu,lly r ccoivcd only 557 plnnos . So t o.r M Fr~nco r.nd Brit.r.in 

l'lt r< eonoorncd, both they And r;e h.•d br.• n too l 'ts Trith too littlt . 

Th< l!'ginot Lint lv\d been outrlnnkod . '1'111' lln~io >~orr ~t the 

EngUsh Ch'.nnol . 

20 
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OU!IiClRK !JiD nl& 1J.U. OF FR:JlC! 

,., first det.lc!uoenta of the eurvivors of Dunldrlc c=e ashore 

a t Dover on !l:l:Y 29th, 191.0. Friends o! 141na who 5liW them land told me 

later th.\t they cOJ:Ie ashore like sleepwalkers, axhnusted and stunned 

3fter wn dll;/8 of constMt bomMrdment nnd deepornte retreat. But 

they would need oore than sleep and food nnd tho henling or oottJ.c 

wounds before they could fight ngo.in . Lett on tho roads to Dunkirk 

nnd on the benches theiOSelves were a ll thoir tnnka , their truc~.s, 

their artillery D:nd IOOSt of their lighter weapons ns well . 'lhesc had 

bun Brit'lin 'e aost experiencEd and beet oquippcd t roops . '!here 

were not enough r. ms l oft in the United KingdCIII to re- equip them, cuch 

lese 1.0 provide t.ri!IS for the hooe guard being CIC>biltzod with all 

possible epcod • 

• \ n urgent moaan~c c<uoo to tho Prooidon t from the Primo 

l'inietor . Could anything bo done to send more nrms nt once for th9 

ddonse of Ehglnnd ~nd what was loft of Frnnce--1! Frnnco held out? 

'lh11 was an i"""'diat<: need. I t could not be a nswon:d with 'lrms that 

w, re not yet ronutac tured . 

Orders went out from th' "."'hilA: !louse f or r.ction . '1M on11 

posnble sources of guns and planes tor 1:.r.l<.d11\t<: oh1Jlll"nt "'oro our 

or.n .-my Md 111\V)" stocks . l. t the 1)-cesury tht y ht>.d 1\lrel\dy begun i n­

v,a tisnti. ng tho possibili. ty or trr.nofcrring te Uto British and Frtnch 

ao:.tC of our r cacrvt stocks of ams l oft ovor from tho first :7orld \Vo.r . 

Now thor o w< r c h~s ty conferences with tho Britis h, tho French, our l.rrny 

ol\d Hnvy, end the St.~tc Dcp:>rtocnt , 

The rc were two schoole o! thoughti\S to ·r.hc t.'>cr, under 

).. / 

1nt- rr.• tion:.l ).rn, " nor,bclli&crcn~ gov,nu:~cnt should sell = dircctJ.y 
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to" belligerent govcnu:acnt, altnou&)l thoro "41 no question th:lt 

privi\to citi..:ns ml.ght do so.. One school, holdins to the 19th ccntur:y 

cone<pt of neutrillt:y, Tlh1Ch m:tdG no distinction be~ten right-and 

wrong or bo twcon "~essor nnd vie t1Jn, boUovod n nonbcllig~rcnt 

goverMiont should not se ll a rms to ei thor side. /.nother school b<>-

lieved tlltlt /.merion 's right of self-defonac wos i nvolved nnd t)t,'t tho 

Kollogg-Rr11lnd Pact outlawing war a s on instrument or national polic:y 

superseded t he concept of neutrali t.:y d eveloped during the 19 th e cn tur}' 

and rc-ostnblishcd the right of nonbolligorcnt govern=cnts, clearl:y 

recopzed in earlier intcrn<>tioMl J.nw, to discriml.n.' tc against MUons 

th:lt cOIIII:Iitted acts o! a ggressi on. But nll agr eed th:lt the ;.rmy <>.nd 

Nov:y could turn back nrm to tho Clllllufncturors Md that the ,...nurectur­

era could iaiiOdl.a toly r esell the cquipcwmt to tho British a nd French. 

1hl.a plnn also Md the impor t..'lllt advantAge tha t it would enable the 

roor Md Nnv:y OeJErtlnents to order inmedintol:y much needed now equip­

O<'nt on n trl\d<>-in basis . It =s quickl:y 'ldoptod. 

In the mcM time, Gener al ltnr sl\.'111 hod naked l!ajor Genera l 

Charl es !l. ·•csson, Chic! of Qrdnanco, and Jtljor O~moral. Richard Hoore, 

:.ss1stont Chief of Stoff, to go over the ontiro list of our r eserve 

ordnnncc 11nd munitions stocks , It took l ess than 48 hours t-o decide 

what ordno.nco the ;,rm:y could turn over ''" n r easonabl e risk in view 

of U>e vi tal importllncc to :.mcrica •s dofcnso that B(i tain hold out. 

Tho first list included 500, 000 Enfie ld rifles, somo of them ::~ctuall:y 

used in tho l ns t war, some novcr us~d, ell ""'nu!Mturod in 1917 and 

1918 and packed awny in greaso Cor 1110ro than 20 :yonrs , It included 

nine hundred 75 =• field guns, 80,000 a>chinc guns, 130, 000,000 

rounds o! tlmuni tion ! or thE: rifles , 1,000,000 r ounds for the 75 's, 

on ~nsort.ao:nt of bo::~bs, and s"''ll quont.l.tiCS Of t:IT nnd St>Okelcss po?lder. 
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l;lt.cr in tho sW'DOr :.notoor 2501000 ritloa nnd :~ddi tiond cquip!!ICnt 

w. ro o.ddcd . This left tho Urd ted St:ltes with enough World lbr stocks 

t.o equip 1, 800,000 men, tho nunbcr of noon provided for under tho l ong­

s t.~nding mobiliznt1on plan !or uao in cMo of wnr . 

On Uond,y, J uno 3rd, 1940, aonernl l~rshsll approved the 

liet. ;,a ho snld l ater , for us 11 t ho mili tnry issue imodintcl y nt 

atllke wcs the security of the British floot to domiMtc tho !'.Uant1c. 11 

!lost or tho .\mr-ric!Ul fle et"'"' in tho Pnci~c. 

Since every hour counte<l, 1 t ...,. decided thot the t.rmy should 

aell everything on tho list to one concern, whi~h could in turn r esell 

iccodintaly to the British nnd Prcnch. It noa c lso essential tlut the 

coCIJ)IIny lmve export nnd shipping cxpcricnco end thn t 1 t be big enough -

to Mndlo the muni Uons orders r~hich the :.my nnnt.cd to place under 

tht trlldo-in nrrnngemont. The ;,my wanted pnrt1cularly to st.,rt 

building up our eapo.ci ty to pr oduoo nrmor plato for tanks , 90 =· 
anti-Qircr<>ft guns, nnd 105 010. and 155 ,.,,, ha;ti tzors, guns and shells . 

aoncro.l \Tosson reach<!d the conclusion thn t tho United States 

Stool Export Co:.>pany would best J>Cc t these r equirer.>tnts . He knew 

that I htld just coe>c to \Tnshington, nnd on '1\lcadlly, the fourth of 

Juno, tho dey thnt tho evncmtion of Dunkirk wna ca;;plc tcd, he >1alkcd 

across Const1 tut1on •• venue !roo tho old J!un\ tiona Building to o.y office 

in the Fcdcro.l Reserve Building. Ho told r.10 whnt tho propos"l was and 

nnkcd my nsais tnnce . 1 rcplioo that I "ould like to help in every wny 

possible, but thnt my r os1gn.:<tion llS Chllirr.>~~n or tho Uni ted States 

Steel Corpo.ra tion would tnke offoc t a t ) ~ •clock thn t n!ternoon . I 

was •urc, however, th.~t ho could count on thi> full support of o.y 

tore- r eollL!Igucs -md 1a:lcd1nt.cly nrronged f ar Irving s. Olds, uy 

Regraded Unclassified



Ill - 4 -

oucc<ssor no Ch'\i!'ll:ln of the Bo:>rd, nnd !knjudn P. Pnirloes, U\o 

President of t.h6 Corpor,tion, to IIICCt O<.ncrnl l7~saon in tl~shington 

the tollcoring Mrning . I did not t.'ko port in tho negotiations 

trot oneucd, but I follo11ed them closely. 

i. t 17cdnesday•s maeting U\e Ooncrol cxpl/linod thc pl:m to 

Olds nnd Fnirlcss ,, nnd the .\rmy named tho pric o--~)?, 619 , 556 . 60. 

Olds and Fairless enid they would unde rtnke U\e usignment, subjec t 

to ~.pprov:>l by tho Steel Corporation'• directors. 't11cy took the 

next tr: in back to NC\1 York •.nd thc follarling evCiling telephoned to 
• 

Ocner:ll n.uon trot u .s. s teel would l>"lndle U\e tr~s.,etion . The 

1hc \lru- Dcpartocnt had not tral. ted for these negotiations 

to br c:omplct<.-<1 . "" soon os t.'>e list of oquipr.x-nt wns approved on 

Juno )rd, telcgr.~cs went out to ,\my depots nnd nrscnnls a t Rock Islr\nd, 

Ill. , Sohoncc tr•dy, Son : .ntenio, Snn Frnnoisoe, Bnl timorc r.nd other 

c1 tioa ncroas the ooun try to s wrt pncl:inc tlw en tor14l for s hipment. 

'nle next dny l'.'inst.on Churchill \lent befor e tho House of 

CotOUona nnd rcvc~lcd t.Mt ))5, 000 ~n h:>d b<'tn " ' ved nt Ounldrk . llut 

no did not dis~;'UI.so the enon:>Oua loosco of m tcrial. "They red the 

f'irst fruita of ell our industry h:ld to givo, • 1\o said, •e.nd that 

is gone .• Brl tain •s war factories would •in r. f ew contlls ovc.rtnke 

tho sudden ::nd serious loss t.h1\t Ius como upon ua,• but in tho oe:>n-

time invasion r.ll.ght come nt any r.10mant. Then Jlr. Churchill flung down 

hia rtngnif'ic<nt ch:lllcngo : 

"~le shell defend our Islnnd 111\:ltover tlw coat ll'C:Y bq we 

ohllll fight on the bo::~chcs , wo> sh•·ll fight on tho lnnding grounds, we 

sh.•ll fight in the fields o.nd in til<! at.rccts, we sh.•ll Ci&ht in the 

hills; we sh.•ll n<vcr surrcnd<r, and even if, •hich I do not for" 
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~nt bf>Ueve , thu Island -or 8 large r&rt ot t t were subjUGated a nd 

otal'Yinil, thotn our D:pire beyond the seas , ai'D8CI Bnd guarded by thft 

Eri t.ish !leot, would carry on the struggle, unt.il, in God •s good u,.,, 
the l!ew rlorld, with oll 1 ts power and might, a tors forth to the rescue 

nnd tho lib era ti.on of the old." 

From ,\mericn •s nrsenals ns he apoko etnok nfter stnck of 

guno !or tho defenders of Bri tnin were being moved to the r ailroad 

stdinss . By the end of the week more than 600 heavily loaded freight ­

cc.rs wore rolling tor.ard the Army docks at Raritan, J: . J ., up the 

nver fro11 Grnvesend Ba:r• \'ford was flashed all along the line to give 

t..'>cll risht-of-wl\y. h t Rarit:ut specia l shifts of ne.,rly a thousl\nd men 

workod nl ght nnd d~y over sa turd:>y <.nd Sundny unlo•-<11 ng the freight 

trnino ns t11oy a rrived and pu tting the guns ond cnses of shells nbonrd 

Ugh tors . 

I n th• cean titlll , t he BriUsh ld.nistry of \Tnr Transport 

ordered n doten ships , soce of them <lrondy;,.;rually loaded i n liew Yor k,­

to proceed a t once to Gr avesend !lay . Ono by one t..'>c freighters 

coved in and dropped •:nchor . !ly 'ruesdny, June 11th, the ships were 

there, the freight c:u-s were on the sidinas, the 75's, the e>:~chine guns, 

the rifles , the rounds of a=uni uon, and the pollder wore stacked on 

the doeko "nd on the li(ihters. Everyt hing ""~ r e11dy. 

Loading could not begin, however, until tho con trl\cts had 

boon sianod. At the Uuni tiona Building in washi ngton thn t afternoon 

the l.:ls t pnragrllphs were 11ri tten in th• Wnr Dopnrtmen t• ~ con tract 

wi th U.S. Stool Export corpor aUon, Md tho Socrotnry of War signed it. 

Then Olda and Fairless tmded ncrosa I'Tlahingtcn to the hendqunr ters 

of the Brit ish Purchasing Cocmssion, 'l'lhore Purvis nnd Bloch-L:U.ne 

s1o;ncd a joint contract for t.'>c British 1\nd French. 1 t 'lOS only a 
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J"l&C nnd a rolf long; t.he British o.nd French Oovon=nto ngrccd to 

~·k< t.i~lc t.o oll tne .nwrtala •!. o . b, ca rs ns 1a and where is.• 

"!he price w~s ox:lc Uy tne sacc as U.:.~ which ~he U.S. Stool Export 

Co:npnny h,d nsrocd ~0 pay to the liar DcportJaent. F1 YO mlnutes 

a ft<.r this contrac t was signed Oenernl rrcsoon cnllod Army hoodquarters 

n t I!Mitl\n to any th-,~ tho arr.~s no•·r belonged to Britain Md Fra.nce . 

"Go nhcnd nnd load,• he said . 

n1e first ship sailed frotll Gruvcsend Say two ®ya later. 

She "os tho E'stern Prince, nnd her ship ' s mnifos t listed in her 

cnrgo tno first 48 boxes of 75 1:r:1. field flWlS, 28 cdllion rounds of 

. )0 caliber ru:cuni tlons, 15,000 a'.chinc flW18 'nd the first lot of 

12, 000 ri!loe . She""" at sea when i~rslull Potnin naked HiUcr for 

nn a rmis t.ico on Juno l7tn . Bri toin steod alone oo Churchill had fore-

soon she might in his Dunkirk speech . Dut not quite alone . 

A dozen shipe soiled from Grnvosond !lily and Bnl tl01orc vt1 th 

gun• for Bri Win before the end of Jw1c: /.nothor 15 frei ghters s :oiling 

between July lat nnd ,-.ugust 1st took ':'lha~ -..na left , 1ho first vessel 

te r e,ch England, the Eastern Prince , nrrivud June 2)rd, sl.x dnys after 

Fr~co toll . Ho:J t. ot the others r cnchcd Rrtt.ieh port-5 in July. ~ 

cillion <opty h!lnds ongc rly r e"\chcd !or tho rinoo no Hi U or hosi tated 

r.c roso the ChnMcl, For weeks, while Enghnd's wnr t oc wries m>rked 

night nnd dny to Clllke up the l osses of Flandoro, tnoro Ttero f ew guns 

in nll of En~tlLind that could step n t.'mk boo1dos tn~ nine hundred 75's 

fro01 :.moricn, nto c1 gh1fthousand Lewis, Harlin , Dro-:mi.ng and Vickers 

""chino guns atrcnathcned thu defenses of ovory thrcntoncd beach head 

nnd , v. ry rood lo~ding in from t h<. co~st. 

Exc.pt for t il.: rifles , ..mich cro ot.ill uaod by tnc 'lore Guard, 

tn~ ,,.. ... "" sent 1n Junt of 1940 \ltrn only n st.or>-&'P · !lut they 

-
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-..,nt to ccn nho U.t.<>r:>lly h.~d alnost no anoa a t all in the 11ost 

critic~l hour of Rrit.,in's lnstor y since the Sponiah !.mru!O. :lost 

importM t of all, perhaps , uas the promise i mplicit in those 'shiJ"!>Cnte-­

tllllt . m~rica onw in Britain' • illllllinont dMgor tlto imminence of de.ngcr 

to herself . 

Bl.sides t!1<1 guns , we also tried to send some pl.onoa we h.'d 

in aorvico in June of l'JI;o. '!hoy lTCt'c not tho "Clouds of pl:mes" 

.. hich Royn.'ud despcrr tely i~gl.ncd l:ll.ght b(; sent when he lllld& his 

lost app<;>l fo r aid to the President on Juno l)tll . /,..-rica lwl no 

•clouds of pl.•ncs• to s end in June or 19GO. But tho l!avy a greed to 

rol6~so 50 of its Curtiss- : iright SB-6 di vo bool:or s Mll tho /,rmy 93 

of i te llorthrup :o-1?- ,\ light ntt.J.ck bombcro . Those a lso llere t r aded 

in to tho ml nufnctur• r• for l a ter typo planes tlton in pr oduc tion and 

r esold to the Bri tl.sh and French as tho ri!lcs hnd boon . 

Uost of tllO phnos vmro flO\Tn to lL,lifax, wher e the French 

:t.irer'l!t co.rricr ~ \f"'.S Mrl. tins . But t.hv pl!l.nca never got t o 

EurOpe . The ~ sn.iled on June 17th, just "" Petn1n was asking for 

on ~rl:ll.otico . \"lhilc sho .:as a t sea, ,.dm1 ral l).'rlnn ordered her to 

ch'Ril~ cours~ end run for !!'!rtiniqu.c in the French -:. st Indies . Ther e 

shu nnd the planes r ruo!lincd rustl.n& in inoffcotu:>l neutr:.l1 ty until 

U1r~e yonrs later, "hen the French Nntiornl Co1.mttec tinnily took 

ovur tlto isllmd f rom t he control of Vichy . 

11'1~ disnutcrs i n Pr:mco confronted Oront Bri t.'in lTith nnotl10r 

<t:~.; rgcncy bcsidos t he d.mgcr ef invnol on. On Juno 1 5th, 19GO, the day 

'\!tor !Xrt" n troops m.'U·ch.xl dOlm tho CMupa Elyoocs in Pa ris , 

, rthur Purvis r~-eliv-.:.d in}!..:;\: Yorl< " eodtd c~blc tree London. 'r.lo 

colll.ps~ o~ Fr:mcl , it s:od, td.(;ht co~ ~t m y IA"'-n t . The ?rltish 

27 

• 
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Pureh:lsina Co:DI.ssion in Ute uni!MI St.~t.c• aust be nncly to dc:U wiUt 

the cDCrgcncy which Franco ' • wi t.hdrnwlll !rom the war "ould crta to in 

t.hr supply prouam. 

Purvis imcdint<lly called in Sir Honry Sol! and Thomns Childs, 

tho Com.111ssion •s ablo coWJscl . These !Jtreo knew woll whn t they raced . 

Over tho pnot rive months, tho Bri tieh and French purchnsing proerruns 

in tl\0 United Stn tcs h.'1 boon aorc nnd mor o closely me shod together. 

lf Fr' ncc should capi tulate :>nd drag into iroetion •11 Ut her all her 

supply asse ts in the United Stntcs, Britoin would !1\Cc Gcroany nlonc 

w1 Ut U\o joint air prograz> r.reckcd nnd all tl" other joint contracts 

subject t.o endless legal disputes . l.r:oa tho French 1>:1<1 ordered, which 

Ute British r1ould need desporntoly ncr.T thnt they' stood nlone ng:>inst 

Gf'M1)1ny, cd.tJ'ht bec ome completely Wll\vnilnblc to them. Purvis knc;v 

a lso th:ot it tllC French contrnct.• wont bnd, Uto Comlllission 111ieht find 

!urw; ric on induo t ry r eluc tmt to go ooond wi Ut nr1 tioh orders . For 

scvtr~l weeks , '"' the n>ili tr.r y si too tion grew worso, the French 

-in t~ United Stntcs to ace.pt contr · cto . 'II"'Y h:ld bccun to look 

liko ~ ~ risk . 

To Purvis nnd Scl!, there r.as but ono '"'"'oro If France 

f ell, tho French contrncts must not fall ,.,;.Ut her, 'll><>y sent a cable 

to London, asltl.ng tor roco=endntl.ons • nd !or diocrc tiorw;y powers 

to ~•kc "ny stops necessary to rrotoct tho British position . Out­

st.:lnding Fl'onclt contracts in t ho united St.• to• totalled over eight 

hundred rdlllon dollars by th:lt tiro . ; :>n:r of the contracts covered 

ourrllc a t h.. British nust :..wo i! th<>Y , , ro to be •ble to c~rry on the 
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;:ould bo wort.hlcas. There nero li t<Jrnlly t.houaoncls o r cont.nc ts for 

pl ..-tnts, !or r:rchinc tools 1 raw ca:1 ~rials, t.ruek.a 1 J)0'1'der, cxplosi ves 

ond guna . H would t.~ke weeks to CXIU41no UlCm nll, pick out rtha t t.'>e 

Bri t.l.ah "ould n~ed, nnd nosotia t<J wi t.h tho n>~nu!octurera on indi vidunl 

cont r ac tD . Ther e woul d probably not be t ime onouah . Purvis beliovod 

the Bri ti sh must bo prepar ed to t.'ko on nll tho c ontr nc te nt onc e . 

;, t midnight J une 15th, 1940 , Purvis r ccoi vcd his nnswor f rom 

London . He ond Self !12.d nu t.hori ty to do whatover '"" ncccssory. 

'll'- n t~tro no other \nstruc tion&. 1lv: tull r coponsibili ty was on thcJ:I. 

By nino o •clock on Sunday 100rning, June 16th, it was c lear 

'roo Uoc rl'.dio bullot.l.ns th>t 3 ea.binc t crisis was rnpidly coming to 

' 1\ :.d in llordcoux bob :cen s upporters of Premier Roynnud, '7ho omntod 

to fi.;lht on, rnd tho Pet.'\in-Luvnl f nc tion, which hAd decided the nnr 

wns ovor . Plu-vis hc.d bt:en cal led O.YID."J from Utw York n.nd Y!Ould not 

be 'b.~ck unt.l.l ovcr.ing, t ut Self nnd Childo ngr ood thn t t hey mus t stnrt 

nrgoti~t:l.ng if\oodintcly >'lith tht French :.i r Co::~Lussion . They arrived 

:>t the co ... lll.asion •s OOM:jll<' r t<.rs ill !VJck,!Lllcr c. ntcr " li t tlo before 

noon tl••.t Sund~y. The full st:L!f m:s nt vorl: in the outer office 

'" it it •r,ro an ordinar y >~orkin& d::y. In t.ho inner office 

Colon~l J.lcquin, t.'u>n hc:>.d of the ,J.r Coa:d.soion, 01>t "lone, dejec tedly 

listening to t110 bulle tins colOiins in ov~r thc r~dio. Childs il:ncdi­

~tcly cru:>o to the poi nt : Tho Brit.l.Dh propos• .c:l to t.r.ko over tho 

}'r < noh con trnc ts, if t he French ,.,ould agr ee . 

Jacquin did not hos i tntc . i.s f or tho nir contrncts , thoy 

.rould go to th~ Aritish. He l\.'d no nu t.hori t y ovtr thrl ground contr,.c ts, 

but 1'\C ir.:r.h ... di.'\U.ly s~ nt O'.lt nord tl.o. t the Fr~.oncit Pure h."!. sing Co:rd.ssion 

~!tichls uhoulc:l be loe=> t.'<l '.nd tole:! to bo rcody to nc• t "i. th t.:IC 

Br:l t1uh. 
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J".bou t I>To o 1clock, "ord clli:K over the r~dio that ~ynnud had 

rcaignGd . Jacquin had hoped wttil t his racacnt t!lllt l'rMco cdght stand . 

1;.;m he wno suro it wno a ll over . Jlo :>oknd Childs nnd tho French .'.ir 

Coumd.ooion CoWiecl to pr epare the nocossary documonta for tho trMsfor . 

Childo told me l ntor that Jacquin a t tached only one condl tl.on . "You 

munt t;,ko all t ho French c ontracts or none or thtm," ho s aid . "You 

conno t pick our bon~s aft<or "'t have f llllcn. " 

!Is they wor ked over the 'lir contrMta , tho r od.io flns hod 

tho. nC'TS that PcU'.in had decided to cnpi tu1n to . It hlld coae far cor e 

quickly then anyone expected . Orders cdaht arrive froa Ft:anec at any 

noment c:1ncoll1ng ~ authority of tho French reprcsJnt.:ltivcs . 

11osh1n11ton r.light n t any oo!:!Cflt freezo ell FN:nch noseta in the United 

St.'\teO ns h:.ld boen dono with e ll other countrioo occupied by tbc 

,\xis . I. complete nssien11"nt hM t o be nndo immcd1ntoly. 

I n tho onrly evening, Purvis r e turned, ,,nd tho l'ronch 

Puroh~sing Conml.ssion officials wero located . I n Purvis ' a~rtzn£nt 

high above !lcrr York, as the lights cruJo on b<.J.a, , they went to r.ork, 

mfting 'lnd N:drnfting the n~co•s:~ry docuor nts . :. t three in the 

1.10rning the P.'P"rs "'""' ...-'Uiy for sig""ture . 

Purvis hosit.~ted for ten mnuteo before h< signed, going 

ovtr the 1tholc t ransac tion in his mind . ·~th tl'lo signnturcs--one 

for nir contrncw and one f or ground-- he wns accepting eight hundrnd 

111illlon doll~ro 1n obl1g:<t1ons for tho Brl tiSh (lovcr nr.>cnt. Ther e 

wr.o no timo to consul ~ London nnN. n. Tho wholo dcnl might ~nll 
through n t MY moment. This wao " complo II! rcvors"l of tho cnr~ful 

sptndinc policy tJ-.c Bri t1sh lrd folJoued in order to r.lo•ko their 

coll·rs l r.ct through Vu .. lon& mr of ' tl.rition thc:t h'UI expected. But 

1 t :;··a •ll or nothing now 1: Bribin "'" to fi&ht on . Purvis told 
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h16 !rlcnda lnl<lr it '1m3 the bigges t decision or hie li~e, v;bcn be 

!in: lly plck<4 up a pen :md si;;nt d t.'>e trruuo!cr p.~pers . 

For U1c Fr~nch, t.oo, ouch '"'' nt at.1k~ . The Oovernn<.nt which 

hod uppol ntcd the" had diSAppenrod, ,\11 on thoi r own, they wor e about 

t.o d1aposr. of all th<J war asse ts or Frnnco in tho Uni tod St.• tea . n wy 

a1gn<d tho ')>1pors , 

Only one condition ":Is 'ltt:lohod. Tho dooUt~~ents Llust be kept 

acc\"Ct until it rns con!1rt:>lld t het Frnnco hod !in.nlly f nllcn . Purvis 

•gr• td . fi:J ) t)O n .a. the transfer wns coaplcto . 

Bc.r~l:J five hours <'.ft<.r the docu:>rnts wore oigned oll French 

:.sscts in the United States were rrozco by tho ~aury Ocpnrtment . 

1'h.~ t tt.!t(lrnoon, Sc.crctnry J~or&cnth:lu, After t. tl\lk r.'i th i rthur Purvis, 

..:do a public r.nnouncenent, Ho c ould not :f(lt di sclose thet the toke 

ovtr ''"·" eot>pl ot..d. But he l>1d to lj;1 ve somo ussur.nnco to t he .. morl.cnn 

bu•incsar.1Cn •r.ho 1\od outst.nnding Frenc h ordcro . lie rms nclvlsod by tl"C 

lln tiah, he snid , t.M t they "will under toke to nssur.1e All French con­

trnc ts i n tho United St:ltos for curu.tions, the contr 1ctors being 

willing. • 

Purvis, hout:vrr, TJ3S not. 8U:"\.. UV\ t. tha: :\Irr1C:t.n ~u!ne~rs 

'OOuld a ccept t.!:o doc~nts 1"1ld.ch lnd lx<.n si(;llcd by ~ French. "1110 

Pot.u n Qovcrn:::u.:.nt., under U::zi pr..:ssu.rc , cdnht rqmdintc t he ttgrat.ocnt 

in an of!cr t to 1r.11.10bilizc tile French supplico. Before announcing tho 

tl\kc ov'~1 ·, Purvis o.ppro~che:d n f t..M j·.1xricen eompnnit D to ect their 

r ,nc t.\on to 1 t , '!her e wns s0:"\0 hcsi tn tl.on n t tlrs t . Then Donnl d 

Douglc.ss , Prcsid,•nt c f Douglas :,i rer<~rt, blnz.d t.hc "'Y for ; . .,rlcan 

1ndustr;· by ncccptl.n& i t . n ... r·.•t or ,\ .... rlcnn busincst fell in 

Un"' . 'i'h(. "\TOS th~t tr..d bc.t.n dcstil'kd ror t,.h. F'rf..nch uould •nO'oJ J'OSS 

into t.h<. h .~ds or t!L 9:-1. ush. 
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DESTROERS FOI! BASES 

On a brisk early Scpt.G:Iber d>:y l.n 1940 a !our-stacker 

destroyer OW\11lg out or Boston llarbor and headed oast-nort:>-oast for 

Hallrax at JO knots thrnugh the choppy sell . tie" gray paint had 

obll toratad her name--tire u.s • .s. !luch:mnn. For :renrsshe had been 

collecting rust and barnacles , tied up in port like a hW1dred- odd 

other destroyo~s t:hich r:ere b.dlt in the lnal w~r . Then worlo:len 

h..\d aw.armed over her, scMrE'<i her cltmn, overh .. a.u,_ect her e:-.gines, 

tostad nnd recondi t.oned hDr i;UIIS, :md s tnckod !\Pr \II th tu~l ":ld 

rrov1S1ons . Abo:lrd, a s she droppc<l l'Outon Licht behind her, wao 

a skeleton crew of U.S. Nnval officers and mon . In her J:~ag1zincs 

w~• a full conplernen t or f our-inch sholls for her guns and 21-inch 

tor pedoes for her tubes , 

!':ightaen mon ths l a ter, in IJ1o darkness before the dar:n of 

't>rch 2<lth, 1942, the former U.S.S. Bach:~rmn , now Ills t;nj<sty 1~ Sh.tp 

Ccmpbel town ""Med by Dri tish s ctwon, nosed into the harbor of 

St. NoZilire on the I•'rench coo.st, rl th R. ~ .F. plAnes giving protection 

overhead Md motor torpedo bo:lts dartl.ne eround ht>r . As t.'lc s earch­

llght caught !ler, she opened up m. th her rour-1nchers <~gm ns t the 

shore b.~tteries, then s tepped up speed nne! rnn.r.led head-on L~to the 

m.tin lock cote o! Germany ' s principal u-bOIIt r.nd battl eship lxose 

on tho A tl.D.n tic . P.cr engines wero eut., nncl Corwnndos 3Wnroed nnhore 

!rom hor docks , ~fter opening the sen cocks to se ~tlc her on the 

bottom the crew ab<lndoned ship th•Cl.Sclvcs . l!ohiml tJocu the:r l o!t 

the CrJitpbcl t.olm, rri th five tons <>f <id.,ycd- 'c IJ on explosives in 

her bow, partly sub<;lerg!'d but •till 'tuck r 's t in ti\C r.,in lock 

p\4 . Hours }.•. ter, .:hen t.-,., ra>.d '"" lon& O%r .r>:! o lvgc mci><r 
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or t:n"i officer s nn:l men wc.rc nbo>rd hor, still uru.,arc of """l .-ns 

in hor bow, o trcucndous explosion ahook St. I!G?.cire , '!be C·.mpbeltmm 

1\:.d blO'·'" up, ~1.lllng ~11 the Oer~:<,n& o bo&rd nnd a••'ahing the g··trs 

of the lock, St. trnznirc •s dry-dock, U•o only ono on the J.tl<mtic 

bi~ enough t o berth the Dnttloship 'llrni tz " ''" \18hleso for months 

'lftorw·.\rds . 

nns heroic nct.l.un end~'(! w .. Ml.osion of the fon.rr u. s . s . 

Bucl"niUl, Sl .. "e• one of 50 destro)'Ors built in t.!IC ll.st 1<~r--old1 

but still f~st '""' tough- o:hich in Scptcsb<>r 191.0 t.h(; A:>erlcm !!ovy 

t.u.mt.d over to Grc3 t ~~ t..un. 

In K,hfnx thnt Septelll)'"' full nritish Cr<::JS ncrc r<><ldy 

1nd t<ni tin~ >~hen t he Buch.'"r.n, "xl othGr df·s troyrrs 11i th nxnes llk< 

~· .E· 'Jpnhur nnd Aaron 1'/n:·d nrrlv,d from Banton . ;,ru,r tri·•l r uns on 

which tho /.mcricnn crc\tS st:owcd t ho Eritioh tJ•o ropos, tho old 

dcs tro;y~.ra joined thc wnr agm.nst th<• U-bo' t& in t '><> .~ U'ntic or 

tcok up U1e po trol of Brit·J.n ' s inv~s1on co:>ata , 

~Sl.dCS t.hu 'luch:.:.n:U\1 four 0 tht..r8 Of thr 5() des t.ro:JVrs h~ 

0
'0nc to t.hc bot too by t.hG S\.C'2X r or 191,.)- -•unk in "'C tion on convoy 

duty. '!bey .,re tlY fo,.....r U.S.S. ~. i.c:C••lln, ~ :.nd ~· 

The oth.r 1,5·nro still in ac tion , <:nd U:oy hnvc r· rfon~cd heroic 

~~nd o!!cctivu !lorviee: during thrt.e ycN._D ..., r ,:~r . l'J.cy l\ .. ~ve: dc:;troycd 

m~ny !lnoi SUbl,.rillCS in t ho :!orth ,', tltm tic • f.Ctcr root•l !!"bor they 

hulpcd tc l'iuht ·u- bo." ts in U• ;;,•ttrn ' lc~o~i orh,,r" nnd tc protect 

convoyo cnrrying .-.. r. .. ricnn troor3 ~.s 'i' 11 tttJ J.r. riefl.n nn·.s :\c t·oss the 

. t.l,.ntt.e . So .. •c of tl:em h.:·n·c ocrn s• r"Vi.C\. on th l?hg run to :~w­

a~nsk . Onl or t..~~=, t'ht old U.s.n. :.._:~, h.·:: htm.,.; up 'ln c:ndw-"'..nc";. 

... '-C:Ord of 25C
1

<X)() ;:nlc.s of GC .. d'Jl!p 1. t.ho:.at. "' Bini 
1 l:n;~kfJ,.,.,rr:, , 
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Ot.hc r cplC a torics of t.l!Lir cxploi ta hwo 'LCCw:tult tc-d in t he 3ri ~ah 

,\clr.drr.l~y f14e, ;-.nd T hope some d..~y tho oomph t. record will bo 

publ1.uhld . 

The £1~hting li ttlo four-st., ckcrs, which ucr o over~ so by 

ordinary s tllnd..• rds , wcr<- turnod over to the Sri tloh in nn historic 

tr~nanct.ion concluded on SuJ•t>;~b<or Jrd, l<U.O, by \:!Lith we recfivcd 

r\lV"\.1 llnd ::d.r b~SCS S lrC'tchilld froa J1<.~1!0U,ndlnnd to fln. tish (iuin.n:l . 

1'11<> d.atroy..ra l"v" pln;Jed thlllr full r-~r~ in the c·~ m.r cg·o>.nst 

t<~e :.xts, not only for tlw Bri t.ish hut !"or t.'>< Uni tcd St.• tcs '"d 

th• Unitcd r:ntJ.ons as n vholo . The b~llts """' inport:lnt <ldd>.tions 

to our dtf•nliCs at • tire rrhcn invuion of th<; Bn. t.ish Isles "PflC~rc<i 

ir:m!l.ncnt; t.~cy havo since pr oved of i:J~;~Cn&o vAlue in the bnttl<: 

'· tl~ins t tho u-bou ts . Tile transaction wns concluded Dr tor more thM 

thro8 LOOnths of difficult ncgotir.t.ion.s . 

In ~~~y 191,0, L<>rd J.Qt:u •n nod Count St. QUL'nt.in, tl:e Fronch , 
. .mb•aandor, cpproachro the Pr<sl.dtnt nad S..er.t•ry Hull concerning 

t.l'.u possibill ty of purc!O!sing souc of these old t;tpc dcstro)'urs • 

..!t.:r Ounld.rk, Prix :5-nistcr Churchill urgently r un.,r<.d ~ll<: rcqu:.st 

through J.Qrd wthinn , 'itn cf their d<S troycrt h.'d &onr to the bo_ttoc 

;. t Dunkirk, nud 75 moro h:ld b<'tn d~rngNI 'nd r.·.rt lcid ur f or rcp~rs • 

.. l.n.ost hnl1' or or.nt Bri t'in ' • d<Stroy<r rloct hnd b;(on put out of 

'1Ct.l.on
1 

DOmo of i t for r:ony 1110nths1 nt t\ mOliV Ut 'VllU.Jn Hitlcr 'c nrmic.S 

con trolled thf.l cots t of Fr: ncv rJ\d Ius U-\,;on ts 1 opera tint; nm1 f rOJJ 

Pr.._ nch b:.s, a, ':'r.,;rt t:tking nn incrc. 'tS-1.nR toll CJf Bri tUn's C'l!'rch:..nt 

!"lr , t . Sinkincs in J•:ly 1940 wore n\OOW>CI.d by t!\1. :.dmrnlty ·.s 

~ulllng oor t.'un l.OO, OOO ton!l , coc:xr .d 'fit~ c~l)' 75, CCO tons 

in • "J l C) .. C. Frit.".in'..i S:.ll'~l:.· lin, s '\'1 r"- in :.o:-t.-:.1.. d · l-l r, .nd 
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HI t.lcr """ tu~acLlblying " fleet of 2, SOO ltlndl.nc bt>rgos ncross tJv; 

Cl>lM•l for tho invasion of Englt\nd . 

Th<. United Str.tcs, on tliC other 1\.'nd, hnd aorc th•m 200 

old dcstro~ra, designed especially for convoy work, t.Mt V!crc built 

during ·md i r.ncdie tcly af ter t h<; first 1:orld :/ar. !~ora th11n hnlf of 

them had b<a• n tied up in port much of the timo since tltc \'fnsllington 

lfavr l Lilllitation '!Te:tty of 1922. Thia tronty hnd ended tltc navnl 

con>tNct.lon rncc th.,t h.od begun il!lllll.di 'l trly nft.cr the l>.ot uar, 

end tho London II' VIl1 '!Tcaty of 19)0 1\:ld con t.lnu. d til. n.wcl lim!. t..' to. on 

progr:>&. But in 19J4 Jaf'ln b:td &tven tho r cquir•'<l l>to-:~<-v notice 

th' t sho would not be botmd by t..'lt 111:11 t..• t.oona of the Treaty. 

Tho s'lme yo;:r Congress pas sod tho Vi naon-Trnnrncll /.c t, 

:IUthorizi ng tll() construction, wi tJll.n trvcty llmi tr.tions, Of modern 

cruisers nnd destroyor • to rupli:lcr our ovorna•· ships yrhich then 

comprised til£. l.' rgr r pert of our !loot, Llltllr in 19.36 nnd 19.38, 

whon it b6come ovidont thnt the continuntion of nrv~1llm.i.tAtions 

r.as out of tho qu..stion, Congrus authoriz~d tho const!'Uction of 

' two-oc<:ln llavy. By t.'t!c sll!:I:Xr of 1940 the first nf tho nc•: 

b.ttt.loshl.ps, ncm cruisers, Md nbout 80 """ destroyrrs 

T;l.. rt rllrcr..dy in s ervice . !~y oorc \:er fJ on t.hc r.nys . J!ost of tl1e 

overage dcstro~rs were being rccowisoioncd for t.. mpornrJ duty 

until they could be r•pleccd by the nc\1 t)'Jl(ls, but :>01'\C woro still 

ttod up in port . 

The. nroposnl to tr:mafc r soma ot ti ~~o.~ ovc,ragc des troyers 

involved s erious qu<stions for tho \lnil.<.d St,tca Oov<rnn:ont. The 

urgent illlrort~nco to our om1 s ccun ty th., t tn .. EM t.ish f l eet continue 

i n no tion"~ plain . But tho d· s tro:~.rs, unli~L o:.'lu rirl~s -.r.d 75 's 

lh., t \ •.- ru shipped in Jwlt. , rc.rc p•rt. o! our <r.""'\ !1 r~ t lin~ "! dr f cn.sc--
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our fi rst line this side of the Bri tieh rlo~t. If Bri t:>in ! ell 

rnd tho British Fl~ct were lost, nc "ould ourst lvoa ncod cv<ry 

N. ~hting ahl.p uo could lny our 1\,"xls on . "nl<'re wore otl"IGr Questions 

no 110ll. Could tl>< Prosidon t sell h,_,rioan N11val voss ols dir oc tly 

to 1\ foreign government ? Would this be 1\ v1oletion of i nttrnatioMl 

lmt? 

'lh re n~rt froo the bcl!inning illli'Or;thnt voicos both inside 

r.nd outside the >.doi.nis tr~uon thst c:>=o out atrongly in support 

ot thu propo!cl.. Int<.r~stingly cnouch, H una S"crc tr.ry of the 

lntorior Ickes, whe> bo:ob:trdod th~ ~s\drnt 'Uid oth.lrs ce>nc<.n:ed 

nth socc <>f the oost urgt.n t :X.I>Or:>nd:l an tho subject lt:tc in Juno . 

In the Sc "" tc I Cl·.udo p ' Prcr or Florid~ c h•mpiolll.d 

th..: id. ,. , nncl cnllcd j_ t 11 !Y.lp1ns to lcocp W\r away from ;..mnrica 's 

shoN, ."I Outside fl"shin,;ton, ·.11 lll.IILl ,',llon ·•nu t.. ' "d oth<Jr 
a.. 

mc"bc rs or tho C<>-" i tt..c w Dc fwrl .\:'lC r 1 c~ by Ai<linc t lu. J.ll~•• took 

ur tht cnuso t."trly in July. Ck.nr-rnl P~"t:Jhing wc·1 t on tt'l4 :.ir in 

.. uc;ust ns tho clir<!x of thei r m tion \Yl.dc ce.,p.u~ to oobiliz< public 

support. :.11 tlu.s while, tit~ President """ W•.ir)!lns cnrc!'ully in 

his llind "hnt.bor t he destroyers r:ould contribute 110ru to .""'-''l.c'ln 

sccun ty by •ctivcly , ngog>.ng tho !W&is \lndcr th• '3ri tish fl>g or 

vhuthor they should be held in r eserve undtr our """· 

1\ tt.orncy Gene ral Rob(.rt H. J:\Ck3on1 Aided by mc:mb-~rs of 

his st.~ff, Jekn Coho.n r.nd luG~l counao l of varioun d . par ti!Y.lnts tMt 

"'ero conc(Jrn£.d, b · g1.n a stt.dy of tht l'\\1 involv<Jd in th·1 propos..Jd 
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11 19th century st.n tut.c had indic:at.:d t.lvlt ttue includ<!d the port<.r 

t.o sell u,.,., Con::rcss, lr.d, hmevcr , placed n liJ:d t.ntion on this 

pow~r by 11 at.ntute reseed 1c Juno 191.0, It. provided tJ>~t no mlit.vy 

oquipa~<.n t., including ru:.vill vcsso1a, oould bo "trnna!errod, o:xe'langcd, 

nold or ot.horwiao disposed ot in any 11\f\nncr \lhnt.aocvcr \U\1css tho 

Chic! o! Nnva1 Opt rntions i n the cl\s o o! nnvnl mntcrinl •• , shall 

!irot oortity thAt such cntcrin1 1e not osa< ntin1 to the defense o! 

Ute United St.,tes .• 'l'!lC ques tion t'tnl t Could tt\l:ao ovcrnge destroyers 

be propo:rly dccl..~r.:d •not osscntiill" t.o our do!r.n so? 

'!hero ..u '-lao the oaroe question o! intcrn!\tional 1.,.., 
involving 11 dirc<:t. govorru>ent.-to-;;ov<zrruoont tml~ tl\At lind been 

con::idLrcd when tlk,. rif4s \fCN SLnt t.o Britnin. It va• a point 

th.~ t. lind been dobn kd for yM rs, end n t tho tico ot tllc ri.f'les de.'l 

tllor o ""a s till c oo~•ider:>bl~ dirtcrcnoc or o)Jim on l\!l!Ong interne tionnl 

l.lwycrs . During the succeeding .,ccks t he "i osu,, W!\0 thr, sllod out 

both inside tho Government <>nd in pubUo di•cuseion """"~ students 

or 1ntomntion.' 1 l.a, , By the end <>f the aur.r.>r r 1r.ny i nte!'n'<tiorC'l 

l<lwyors hnd cooc tc the concl\1.3icn tJ>c t aLl!-do! <n•c OlUSt be t!•.c 

pcrnmount coMidcr:tti on in n nntion•a ! oro1CI'I policy n t such " ti...,, 

:•.ny aleo bolie'ICd t bl>.t the KcllofW"llri>NI Pltct.--n t.rol\ty by .,."!lich the 

eignetoriu bed reno\U\ced no:<;rLssiw \ICJ'e-c10'\rll' cst.'>.bll.st.cd the 

right or natl.ona undor tllc Pnct. to diccn.mi•W'Ito ngl'inst na tions tllat 

hod resorted to 113r in violution or thLtr obllcn tiona . 

This concl usion, tully justi fying tr:'lls!ar of the destroyers 

i n <l di.r t ct aovornmrn t - to-govornlllC'nt trMSIICt\OII, WIIG st:lkd "ith 

ert'l t foroo in nn his tor ic l < ttcr t.o tho Edi tcr o! tho !IOYr York T.l.racs , 

111t1c1t nppear od on Sunday, i.ugust U tll, l\140 . Tho lot tor wns signc<l 

• 

by ! our M tiomlly kn0\71\ l.a"'Yt:rs, ChHrles c. Burlinglr.o, Georg< '!ub1c~, 

'"""""' D. n.~hcr, ·,rho l.s """ o judcc o! tllt N~w Yorl: Court of 

nrf"1. ,ltJ; ~d l)o'ln ,,chcson , nho 1~8 8 ()1)n t.O bc CO!!Y .$SiSt.-:.rl t.. S~~C!'"r_ t: rJ 
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or sv.t.c. . It . xcrtt<l "" importM~ in!lu~ncc upon ; • ...,rican opinion 

conc~nl111g t.his poin~ of 1ntcrnM1on:tl law. 

r.hil o thG f00$1ln.l1 ~;y of t.rM s!crrinc dcstro,crs to Bn l.oin 

rns w•h.r cb.ocusnon, there ncrc P.'r • llol <liscusoions Wl<lor r.:.y 

cone• r ning thG ucquisi tlon of e s "rics of bllocs to protect the 

;,IJ/ultio npprcachcs to the rrcat.tTn Hor.rl.ophuo n011 that the !Intis 

had broken through to t !lC ,, tlnntl.c , Tho PnciN.c o.ppr onches to the 

Wes tern llcmsphcro worried us l e ss bcocuoo most of our .t'lcot " " " 

deployed i n tho p, cifi c . Ye t n s tart una !Mdc in the spring of 

1?)9 to e xrcm<l lfl>17:11.ian dc fonscn and to build nc:• nnvnl nn<l air 

bns -·s :.t !Cidwn;y, l.akc , Johnston nnd Pnla,;Tn lslnnds in the aid­

l'•c i l'\c nnd " t Kodink lsl>:nd in tho .. l.eutiMb nnd Si U:a , l.l..,s k'\ , 

Theus)> t.'>c Unvy in L• t< 19)g 1-od recoruo."<<cd the construction of a 

otronG bnnc 't Quae in tho l'ar Poc1N.c to prottc t our •"l'Pl:V lines 

to Uw l'hillppincs , Cor•gross r.ns umlil hng to oppr opriat,c, f unds f or 

thi n 11~rk for f ea r of off, ndin{l J ltpRn . 1:o t until coJ.t;ht mon ths boforo 

P<1r l 11<\rbor di d 110 stnr·t to buHd on tltl.s h lnnd fMili tl.cs !or 

nnyttdng otht.r than coLtacrci:'!.l ni rcrn rt . 

:lc we rc. mor e concom cd nbout. Uu j , t.l.tntic npproochcs . To 

tho aouth., :..x1s cconoa'l c ~n tr'\tion \'1! J.A ti.n-:.ct'ri ca e s oroc'"eding 

~ ~ nn ~lsraing r tltc . .'.Xl.S 01;t nt.:l lttro t Vt r;!'•h.:r c '0<1, o.ftc!· the f~ll 

of 'P'r-:ncc
1 

ncrc t.."'!king orde r s i n D.'\1\Y ~ut.h ,",C.."'riC~ CO\L'\tri.CS for 

dcliv<r;y of Gcrrxm goods by Oct.obcr lot, 191.0 •a r.roof of t heir 

conN.duncc t hn t ' r:nglc.nd 11oul<l hll :·nd U1n blocl•nd(; of J:uropc end . 

Th'-.Y h1ld oven gone ao fnr ns to pl:m nn upr1L~1.n~ of firo-:.xts ~lcr.r 

i n Uru{lU~ Y f or the sur.~acr of 19t.o--t> plo t .t hllt f o r tun> tcl y vrns 

n\ ppcd i n t ho buo by Urugu.."'y' s li\x..rnl Qovt rnmrnt. /.nd i f economic 

J'. nCt r /l t.iOn a nd plnnne<l uprisi nes s hould !ell, D:lk:\r in Frenc h ;":es t 

.. trlc:t or tl\1:. Fr~nch p'OSSt :Jsion in tJ.t" C'\rib~ nn t"d.cht bo used 

•• b:'.S· s for n cili ~.r;y a t t.:lcl: . 

.. 
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To tho north, I colruld nn<l Qrc~nlllncl ortcred invi tl..ng b."\Scs 

tor a..r ... .n opc r .,tJ.ons ~g:Uns t t.'lo r:orth •. w.ric"n continent. ::nzt 

bomber& wore c..vc:n then nppc1.r1n.g o·ttr IccL'"I.nd, rnd,..es uc. discov¢!"'0<1 

ll\U.r, n U"zi WLI\tJier s~tJ.on !~'d bean ovt. up in Qr oenlnnd. J:cithcr 

isl:lnd hld on;r dorcnscs worth;r or tho nnoo . Cnnndn, like us, hnd 

no llorth f. U ontlc outmsts . 

t'or mora t't'.n a ccntur;r it h,'u b<.en our policy to prevent 

an~· non-:.moric;~n po~•cr from obtnininc nr.z torr1 tory in the "!estern 

lk:adaphcrc . r:tth tho ad•;cnt of t 'te Qcooi ildS)Ibor Policy liC "''da it 

clear W.t "~ 'l'ished to COOJ'f'ratr r.1 t..'l t tc ot.ht r •. orric•n Rep~blics 

:.s aovrrnlJPl equals in the COLtlOn d...,"rns'- of Uu3 Hemispharc . nn.s 

coarcra ti.on r.OS 4dv~need IP!ll'l;rdly b' tJv l)t.cl:trn tion of !'rincipl~s 

~ t. ~ Ll.n'\ Co:t!'orcncc ..i.n Jccfmbor l<1)e. \l(u.n ull the. .. ncric:m 

Republics ngr"d to ~-cnsul t 1n&r t11cr 11ht nov< r !or~l.;n i ntcrvcnti on 

t.hr(ln tt.nctd any pnrt of ti'rc •. 1• .ricns . 

l:uch lvu.l to btl dom. !a i•!p,"wnt lh:ts st.1.tt.mcnt n!: solid1.rity. 

Tho o.radce of soi:'.(:. ot our sout.hC"rn n iuh\'101'3 \:r.rl. c.:tuir red ,,1 th ems 

or Ocrmn m:tnu!nc tuJ"., , ·nd pnc tico!l~· 110 ·:= tion of t!v rtcht 

C"\libf'·r \lt'I.S cnnuf:te turt-d in c1 thor .:ort.!': ()r S .>\. th :-'"1 ric'l . 'tte7 

would boor Uttlc u:;c_ in t.ht. t.Vt.nt of t\n r.tt.·.ck rror. E"lropi: . '10 

r-asurr the ot.b:'r . .:Y.riean Republics ~ source or nWli tions in this 

liumianhrrO if they should lx ntt.,Ck~d rro .. nb~O~d, ·"C h:'d, in 1\l) 'J, 

rrovided th·.t t hr Jlcutr l li ty .. ct ohould not n~rly to nny :.r.t< ricnn 

Roru1Jl1.c n tt:'l.ckt..d by n non-.. mr·ricr.n powc:r. 

:.rtcr Dunkirk, "" r~cr.t n u\.r!' furth< r . (In Juno 16th, l<l40, 

C"'ntp"aa nutturi:.d the Stcrr t..· ry or .. >,r ;,r.d th• .. S"'crc t."-r:.t of ::":\')" 

t,') L'lo"\OUf"':C t.urc in t ~<'VCTni.Lnt-?. !'lt.d "l.T:JI.J,\. .. \0 Or Shi nrrds t Or to 

rurch·.:sc. on th... o;( n D"" :-V.•_ ~,. uurn. tJ on.s t~'" wr .. !'or 1i r .c t S"\la to • .. ,. 
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aovcrn::l(;nt or ony /J:Cricnn twp11bltc . 

. c~, wr.o o ! orcrunllcr of Lrnd- L<:ur . 

This leu, known n• t.'l<. Pittam 

It did !or tho --"oeric• n 

Rcpubllca 1:10s~ of wha t tho Lcnd-L<.~ao :.c t l'ur dld for " ll n't>Ot•S 

\"hose dr fcnso "'" v1 t-'\1 to our awn oxcart r cliovc th"" fron thn 

ncccuity of pnJin~: cash for tho 0<>ods . llut !iMncinl nid .:ns 

nccooonry nn woll. '!'h.•. t rras prov1d~d by Concrca s on Scptnr.>bu· 26th, 

1940, •·hen it r.uthorizcd th< F.xnor,..turort ll"nk to l orm up to 

$500,000, 000 to ttu: . .mcrle~n llcrublico . Soon th4.rc• ftnr tlu: 'l~r 

1\nd llovy Dcpvtocnts crc~tnd tho Joi"lt :.dvl.enry ·Bo"rd on the 

• ...- rlcAn Rcpul'hcs, -,hich wos to uork with thCl:l in prep-ring o 

procrt.:~ tor t.'>c purchns't in tl•e l'm 11 d S t.n tc.o of t.'lc au:u u ons ttu:y 

nrcdcd for d-fcnsc . The p:bn l'.C fin· Uy dw cl opod provided f or ti'C> 

J"'TOt:urcmcnt. of ; ... 400, CX>O, OOO of J:\UJ\1 U.ons . -( rv f or t."lo J.o~.-rienn 

I:Of.t•blico over :1 rc ri :'ld of ycnrs . It r,•o.D , howcvc.r, ncvor n(;ccssnry 

to utc thcoo atitutcs to c!lrry out th':: pr o':,;rno, for befor e nny 

of thG muni t:l.ons hrtd bt..E:n li).1.nnf:~cturt.d f\m1 :n'" .,, rc~Qy for shipmt nt 

Ut( IJ.nrl-LN\sr :.r t had bccom..;. l r.,: . ,., ~, r·c.nftf..r r13 t or t~.c 

.:!'( rlC"\n rtr.rublic& W( T'IJ surr li.rd u..,-l r L nrJ-I.c .: .... . 

r~n F!--::~nct. f e ll, ~tt •• r.t r n not. in n ouch bc~~'-r posi t t on 

to j..:>in in the eo~on df' f c::s- o~ t :tc cou tJi-o .,\ !~ U nf !lis !in:osphcro 

t..~ ... n wore. the ot.hl. r ~.:-.:.ric:r.n .erublJ.e:: . "'1.1 l'"' -, 'ln.d ""• ~trnnc revy 

ond \i<rt stllrti:l!: to build (\ l;•rgc .. roy, thr r oo•tl>i.ll ti ~· <! ge tting 

t.hc..m to south ·,.r;yricc in the. r v• 1 t nr nn '\ t..t.1ck \1\:rc. lii:ti :.cd . :r 

lb. tl\, r 3hOul.d obt.."'.in control Of i''r cuch QUif!H'\1 ;~rb.ni(\U•l r.nd 

Qul'ldr lOHJ 6, ho \'7onld h.avc. bO.S' s Fhirh coul~ bt.. n:rd t.o cut our linea 

ot c:x: .. -nu."\i.,..~ t~on to t.h~ so•ath :tml t.·:ln ! o:- r.tt.rck upon th ... ?~"".JJ:o1. 

C:lnnl . ':'o COotSiJrr t.hl..s tXn .. -: ~.. r, th. ?orGl.:n " '1n~~tc r~ cr t..,•"": 

.:-~Me r. --:.1 i ub~ic!' :--:. ·· t ;:-., .. :.~ on l: t1:t ?1st., 1' LC. 7::-:. eo!l!rN: s 

-10 

Regraded Unclassified



rv .. 1o -

3grcc<l t.hn t no"' TIOuld recof1711•c t r rue! Grl o f sovrroj gnty in tho 

~lcswrn Huniephcre from one non-.. <1U"ican st.,tG to nnothc.r, r.nd 

t.Mt tf any such trnnsfor ner o al.tc>r.>ptcd, the torri tor7 would be 

occupied by pno or mor t! or t.hn l"oor i cnn Rcrublics us "colloc tivo 

truo toe" for nll . 

But this wAG only n P.."'rUnl Ml'l'\'h.r . 'n'W Paru1m.n C:'UY".l , 

Pl.h. rto fb.CO r.nd the v; r~tt Islnr.ds lit rt. the mnr t southerly bn.ses 

th"lt. Yft ho~ . Yt.t our b..~s~,..s ·.tcrc f:lrtJ'II.. r !rOCI trY h11l'.lp or nr ."\Zil, 

wiY r<· ..nny thought !li tlc r r.ns moost ll.~cly t.c> s trikr, tMn 1lr~zil 

VI!I.S !roo l'll1i<"r-- tile ao~ t 11 t·c 1:1 point Cre:~ ' hich r n • tt.: ck would be 

l1tU\Chtd . !Sorcovcr, they \'lt.1'' h!\:"dl.Zt ndCctUT,t-.,. tO {):"'tcet tJt~ 

p,nr.m: C·.no.l should tlt( lln. tl.sh !Jnvy ~~l int.<> unfrirndly hMds . 

1! 't·f could ~,;t t ~ h:-tS( in Bri t itih tlui.un·~, ,.,. woulcl ~ nc.nrly a 

thoua:wd r.U.l< s clos.;r to !{:\ t:r.l. ''!1 til :ldd'l. t:4 ow•l hnnc.s on t!tl outtr 

isl,..nd:~ of tht Cn 1.; bbf.~n strc. tchi.Jl[; f1 om t..i\, .. Rc.l\.'\:~u on th.:. !l·)rth 

to Trinidad on t!'-.t. south, tv. •,-::~ulJ b .. ir~ .. f"'r b\. t.t~r positi-on to 

dr.!nd t.!'k P"'n'l.r;t Cm1-.. l . !!,&t. ef u~ :.u. i.sl tWa ,~t, re Sri ti3h-mtncd . 

Si.!:i.ul t..1.ni;.cu:;ly r.iseu.:..~i~m. ~·t .. '- .~i r., Jn •:1 th rcpn! to 

our d-.f"Gn:u s -z·,1.n:Jt '""l~t.'\ck !'r;r. th .. N-,·~h • tl .. r.t'lc . Prc.sidcnt 

Roo:a.vtlt. :-.nd Prir..·· ~5..J-:.1~~-r ~,_,ckt:hzi •. ~r~ t" !. !lt- Codc:tsturg, 

i; . Y., on .. ugu .. ~ t 17th, l QLO, to diGC'J!HJ hrr-~3rh· r \· defense. '1J d 

(O t "'blioh(;d t_;-,, h rr.an~..nt Joint Ro• m C'l! f!(;!'( n:'h '..o "CO:lSidtr the 

d· r ... ns~..s ,)f lht rlOl'tl ll.rn JX".:"t \lf th<- ·:r:.'Vrn 1! ·. 1.)i5rh.: r~ . ·· Should 

~k. :an ti:.h N':t.vy f nll i:tto w~fri•.nrlly 1,.,nlo1 :~~ro•i& s'-" ~.nd ""'J.r 

v·etD in tht ou Uyin£ i!'l .rt:l:l .,r !h .. ·:,!'.,unJl• •• "i .1.d ?.: rr.rud'" ~·o·:lci 

Ul' \.:'S• !".ti~l :.0 ·~!:·. d t..!'.;. ns ... nf Lot.n :'\1.1.d'" 'U :5 · ~,. 'ini ':~ . .! 5:.. ~"'S , 

., tt'. '!II r; ~tl'"' ~-d ~-t.•f.,.·~.d:· r. l ! r i,r t1 sr. - ....... c~ .. . 
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:.ccrie:ms of e.ll slndco or opinion w:mud •deli tion.~l b•scs 

Cor the. Un1 ted States in this Ht;mspllvrc--both those llho were for 

all eut nid to l)ri~n in the int<Jrceto of :.mrricnn security Md those 

"ho woro comittcd to a contincnt.~l dcfonoo alono , Evon tlnzi pro­

f>l\8·'ncli•to supported tho ncqu.1.sit.1.on or bnoce . ThoJ.r line, he>;·;ovcr, 

fino to ouggcst th' t Bri tnin fll. vc us tho isl,ndo in oxehnngn for 

concellntion of t~1r debts, hoping thWJ to o top trnnsfcr of the 

destroye rs . In •;rnsld.ugton the "lslnncl for •;nr Debts CO!.:cittce" """ 

SU:"portcd by Coorsc Sylv.:oster Vic.rt ck, M "\Cknor:lcdgcd 1!i\z1 pro­

I''I 'Jicliat in this country. 

1l>e President, ha:1cvrr, "~ strOnt'lY opposed to ~.cquiring 

ovmorahip of llddl.tioml tern torics in order to go t the bnsrs, even 

if tho Br• tioh \IOU.ld hrvc bern Hilling to tronofcr sovereignty. r:c 

d>d not YIMt nny ctore colonif! l t urntori •o . •ro still h'd problems 

to oolvc in the f/c~t Indios r.s it ;ron . It \ICS l'r, Roosevelt ·.1ho hit 

upon nn ".ltcrnnt.ivc tl'k"lt ~:ould t1. v~ U3 t..'l~ b~oN; \'Jithout. th£ 

aowrcicnty--rth;r not loAs ... tlc b"sn sites t.!ltC:.s\.lvcs for 99 yC!lrS? 

n.is TI'Ould not c~ t1>- cxist.1.10g oovu·nuo:nt of t.::c iol:nds, >nd 

•·L 110uld t.n.ko on no ne"'<7 ~d:rlnistrl'ltivc.. t"'-Sf'"1nt;ibill tl.cs . 

Tl<O Frcsidcnt. md by nO\t oo.dc ur his nind trot t.h~ ov<rnge 

d~.oatroy ro should be transferred to Bri tl\in :\S 1'\ r.u.nsure f'S:>cntial 

f or our Ol'm do! enS• • ! t wns hl.s inopirntS Oil~ aurrort c.d vigorously 

by Sccrc t:1ry Knox nnd othors , to put tho 1110 propoanlo tog• thor in 

one t.r*\1\8'\cti.on--rl<~struy. l'S for buSts • 

.. ttorn<. y Qc.ncr :tl J;.ckcon rul• d th;lt t.ht. Pr~..sidr nt h."'!.d 

"':'.tt.hJn.ty to o:tk_. t~s cxeh .. ngc . Ih · ~·r .. t t....n ·>rint.on b .. d~..c~r<.d 

th.'\t. t.h•. Pr\.sid:nt., "'.S Ca..c..:J.ndcr-in-chi · ! or t.h- 'rnit- d S~ .. t. s 'l'DI:d 
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rorcca, Md tho. right, in order to obt.•l.n the bnsca, to disJ"(l3o 

of t hu dcotro;,.;rs , pr ovided tMt tht y \:Or O a ficiolly Ctrtifi,d ItS 

"M t oooont.i.Jil" to th~ dcfonac or thn Un1tod Stotcs by the 

Chic! or l·!nv'\l Opcrntions , :.dJJir'ol Stork. Furthermore , the 

du troycrs ohould bo so c~rtificd, 1.1: in tho .. drn1rnl •s judgoxnt, 

•the cxchr ngc of the destroyers for the n.wol Md n1r ba s es I'Till 

st.rength-.n r 'lthcr tlun i.GMir the tot.'\l do! c.nac" of the cowttry. 

Th t t!>is rms the c:>se 1mn ol.'lin cno:.,;h, in the .. dmi rnl •s mind, 

to oub:c;igh the n.,t.ur~l r c-luct."l.nco or cny n~v"\l off'l.err +o f'""rt \T\lh 

any Of OUT U'lrsh:i.p-8 . 

'1!10 position of our OovJr Of;l(.nt. on t.hc intern"\ t :lon!!l l nu 

i nvulvcd, ns the PrFSidc.ut l n.tcr :mid , wn.o thnt, "'Mlis i s not 

inconol.otnnt in :'J!Y s cnst wi t h our st·.tus of po.nco. Still l ess is 

it r. tlu•c'\t "'.gninst a ny n..<ttion . Prtpl\r 'ltion tor dr.!cn!lc: is .::m 

mc1nton~uce of OllT ~net l"!.nd s~r~ty. " 

,. t4..mpor:ry df'l· yin concluding n t•otJ· tiO!'Is trilh the 

Sri tish occurr. 1 in tl>'l ::dddlc of ,.u,IW) t . 'l";.c !'ru-e ''inistrr r rc-

ftrr~d to ~ivc the rig~ts to the b~acn as e !rc-cwill offering, ~s 

he 3\fl.tcd i n n s pc-::-ch on ~ougust 20th, r :'\t.J\, r th"'.n no o trnd ,.. !or 

t.l"1t dent royLr5 . He nishcd to kN p tht~ tr"'.ns:-c t 1 onn 5t1J)o"'.T·i te . 

Coupl.in~ 50 ov<r·"·G' d<.sti'O:f<. rs " 1th tlu b'"•" 1'1' rlo it sour.d r s 

\! t iX; Uni tc.d 5 t;l t...:s h:.cl rr..: t. t;.r t.horou,;hl;· Ol~t. tr'ldcd G!'G,.. t 'lri t.c"'.in . 

H.r.rc.vc r, '\ coupr~mijC · .. u s ucrkcd oHt. in "r:~ohington .'\nd ~ec,ptGd in 

LorJcn ..,.}. r· by 'ir \ ;.t Sri tt:.in rould "'Cr t l:t .p.v"'" t..~ ric;ht,s !.o t;·!l·s 

1 , I , .d . ..a - ....... ...1 ~ 'd ~ r ~cc< -.1 ~~--~- to t!~ .. n :i r.. ounc-"t! 1.r"'"' ~-n..~~, ~-~1 co.1 ·.ou- iJ"- -: - ~ .. 
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dt!Gnso of CnnAdn ns well os of th, Uni t..d StM.cs, nad uould tr' do 

tor tile d, st"'yor s the 17cs t I ndinn rnc.l South :'r.>"ricnn bnso sites 

on tho Bul>'mM, Jruooi cn, St , Luci a , Trinid~d, :.ntieoo nnd 

llr i t ish OuiMn , 

The t exts of t ho not os t o b<J oxchnnacd woro drnftcd r.nd 

rt1dy tor Sil!l"" turo on L<'bor D~:t• Thn t nft<.rnoon Lord Lot!u<~n and 

5<C""bry !lull Signed , .~t the sa·-.c t!.!"C Prii'C l"inistcr Churcllill 

"t J'r . l!ull•s r equest r c.:>Ifir::>Cd t.hc pl<oi~o cJ.v<n in his Du.'\kirk 

apucll tMt t.hc British Fleet nould nwr r b<; scuttled or surrendered 

but. would fit,ht. on from ov6rSC:!.S bAses 11' ~tc \m.t.ftrs surrowld.ing' 

t.."''u Drit\sh Isl..:::s bccnnc "untc.nrblt..'l . Churchill could not, hC71tc.:vt.r, 

rco1st coupllna t he nssur<mcc ·.dth n jr.b r.t th .. nossirnists who 

•:.ere. tl~.n gh·in~ llri t., in •~·'11 ch,nco to survi vc . 

"These hypotllct,jcnl c ontint;Jncice ," ho obs rvrd, 11 Scect 

morr lll:oly to concern t~.c. r .. rcn l'l' < tor "'"t i3 left of it tlnn 

Lllc Bri tioh Flee t .• 

.. 
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~Jrinc the ~ceond h~ of 1900, while the exehan$0 ol destroyers 

for b•"c " w~o boin~ orr.nced with Britain, oth~r dcvolopm. nts ~era tiking 

elooo--loss spoct~culor but equ•lly importont to tho dof~nse of the 

Unitod ~tnt~" 1nd to t ho nations alr~1dy fighting aggression. 

<~ftor th . f >ll of Fr'nc'; , " " r onlly J;ot down to tho business 

of bui H~n. a munitions i n'luotry . In order to dovo1op further th• policy 

'.!mount .d in his rosrm~;ucnt spoech <>f t.lny 16th, tho ~rosidm t on July 

lOth, 19'.!0 " le d Consrcss to o;>proor ht.c l'lnds to oqulp ~ m<.ch'!Dhod 

• !"':\\' of 2, 000, 000 """ >.nd to buy 1~,000 pl ~u for th .. ~· :r.J h,ooo 

for lh ::wy 1.~ ~d~ition :.0 ~h.o 7,3$0 pl')!IOO :ruthor1:ed fOl' both scr­

\'ic . s in Jun., , On July 19th ho told tho Mtion o. :.c1octivo :.Crvice 

.• ct "" n.clOO ""Y :md ten d<zys l atc:.r :sk .d Coner<>os to speed up logisla­

t.ion "Uthori zinr• hie to C'111 out tho ~:"~tion'!l Uu1rd. Tho n Erl'l appropria­

t.ions were m11.d~ proL1ptly, tnd ~tor cons1d• .. r !"blo dobc.t.u tho National 

Ju"U'd l •' l1Sl!lt.ion ·:ms pe.sse.d on .,u~;;t 27th, ~"nd the ~Gl<.ctivo Sc.rvice 

.. ct on e~pttmb~l' 16th. 

1'h ... dc.cl ~io!l t.o cr- -to ~ ef')wcrl'ul "'r:ey 1n pc. ,cott.me for tha 

!'1 r ol U::o in oar hlstor:· C""' "oo~ too soon. On Sc--to::1l>lr 27th, 19~ 

"-""""Y, .it~;· 'lni J .,.,._., oi<;ncd .-,n •lli me~ 1n 'Ill 1ch coch :.er~"" to pro-

~ ... ct. tb .. "n~ ord.;r" in Europe ~1 .. s11-- '" "nc.-:t ordJr" & .. d., possi'Jl G 

onl.;: by t..ot .. lit".ri·m -:r~~s3io:t-~d to eom. to U"lch ot.h ... rs :dd in c ~so 

or u l\tt.~ek " by mothor porr~r . 'i'hi '3 t.ro'~.ty , diQ?Uioort so thinly -:s 'l 

dcf .n,;1 vu W.li onco, '"" ~ thro1t of · . .:\1' r,r11Mt th< Unitr.d St~tos 1f wo 

co~linuod to t'lke et·:ps to dr:f,nd our•-1'·- • · 

7h~ :v~n~s of ~\Y #nd Jun. 19J0 t~~ht oth~r d~ocr""ci ·s th~t 

n ... uir~ity w"s not. t..nourh to pro~.'.ct t h .... c . . ~t. th~ .S --:'l ... tit&.e ~h~t. ?:a 
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for ·rms l'I"<XL ,.,;,rie-m f•etorie s . '!Ypic·l w•s ~ho •ction of th~ 

Jloth.rl,.nds Gov rnm,nt. In J'1nU"'l"Y 19~0 ' :lu~eh pureh~:U nr mis:sion hod 

eoCl. to ~hl • eountt;', but bourht only t few pl··n os "'Id ~ moll ~~mount 

of othul' milHory cquip:nont . ,.ft,,r thoy lo~t th~ir ho:n"hnd 1n 1.11\Y 1940, 

tho Dutch otill h1d o grc"t overs~"• ompir~--tho llethorlmds Indios--

"!1\d wurr. dot"rmtnJd to obto.l.n oll th~ lll'.li\Hions th•y could to dafond 

th.oo po•su ston• froa ,_ sil:d ler ht;. . Just !1 vo d:l..vo n!tor the 

U ... t.h~rl"'l1r!S uov ... mc. ... nt. (I$C~p ... d to London, 1'\ rurch~!dnP, mission C"!."t~ h.c.r e 

t'rOCl th· El•t Indies se.kin; r.r.mition: , ·nd orl<.rod :~or" tn·n Jl)O,OOO,OOO 

-..:rth b.foru tho end of tha yc".r . OtMr lll!l"lll eountri'" follow.'<! sui t . 

In th .. owm'" '"d foll of 1940 purch~sln: concission• !rom most of tho 

,., rie•.n R,publics •n l o ther n~·Jtr~l n·tiono 10M"r :d 1n tho United 

::ltlt•·• · .. 11 • ourht to purch>s:. 1mplumcnts of w.r, princip'<lly pl•noo, 

t'U".k o "'J\d cuno, "!.S wall ~:.:: t.hc tools "nd mr.tt~ri ..,ls 1 rom •,'fhich t.hcy could 

h. ... m,d ... . 

••t t ho sono tim<. ordors frO!l Chin• , nd Grc't !lrit:o.in, tha two 

"l'O•t n•.t ions l oft fi~htin'.' the .uis on opoositc sides of t hr. globo, 

pouNd into the UnH'd ~t~t~s 1n f-u:t inrro•"in~ volu!'o< . Thos~ for 

Chin' " "r " modL pos-.ibl v by t...:o r • .,... lo·.no for • totll of ~5,000,000, 

,-rhich w~ro gr ·.ntcd 1n Scpt=~r md Dccco:b.r 19'.0 '{1:1, unlike t~ t-.o 

pr(,jvtoua lonns to Chin'1
1 

cc>ul1 b.o us-.-d for t.ho purr.h .. ::c. of ""TOS :-s \O:Oll 

,. oth.r supp)i"s. 

Tht. Brit.i!;h, of eoors .... , ':cro nO\'/ t-:C' )d •.ti th .,n 'ntirc.ly new 

st.r'lt. ... -;ic"ll sit.ull tio!t . 111th tha f.:\)1 ot Normw , ~n:n"\rk, hcll .. nd, 

:3 lictum "'.nd f'r · nc ... , i.'l[IOrt · nt sourc .. !l ot '"sc.nt.i.,l trlppli..cs on th~ 

c:ont.1nc.nt. or Buropo n~re cut o!'r . .~t. th ... S"~.: t.ir.: .. t.h .... 1!' nt,.:':\ for T~S 

!: ·1 t.•1H1~11 ! . ::.Cn: -:•s ClY r . :m·nt of n. !d.• tl:·t 3rit•in could sit 
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Th1 siz'> of tha or<!or a placed ~rl th .\morieon industry duMnr tho 

lr.ot alx "ontho of 19'•0 173 5 st.-~cring. From JAnuary ht, 19.39 to June 

lst , l91.0 forr.171 ~vc,.,.mt" plac~J ord~ro lor " "'" mahri•ls tot al.Hns 

cnly ·~6S,OCX>,OOO ; th-..ir ord'=rs in t.h3 next nove..., r.onth"J, c ost of tht.::l 

3r1 ~i·h, 'IJOO•tnt<>d to ~2 , 5!i6,ooo,ooo. In the """' period contr acts let 

by our •<mY ..,d l:ovy totulod .X:, 6Sl, OOO, OOO, ;:nd Con-rets op;>ropri at<>d 

•19,5?.6 ,000,000 for the dof•:n!> prosr'"'• eomporod "ith '·----­

np~rODI'ht"j for s!.rr.iltr purroses for th• fioc•l ;vcnr ondin~ June 30th, 

191,0 . Th• lo•d th~t •\mc•·ict..~ ind>J3try hnrl to cnrry incrocscd -----

oi. In th< ft.ca of ordtr s of this 'izr,, the n~rcs'1. ty f<>r fu rther 

eoord1nttt\on of th') t;"'C. ">l'OC'..J:· ~.e:~~ .-,ro-,·t·" . ..:--t.hl'!t. o!' OJ.T OY:n !orccs 

u.<i th'\t of ou.r frient!'- - bsetll'l'l obviou:-. -'1'\Y ~rol."la::; ~os:. that. 

coll.J bo :.ttbd only eoo~ontiC!'• · ~o "" ~ fmd•4 .• -:t·~ protl·-= b&l 

Mon "'jt.t\'1 by t,h'! Prcsid.~~t lr. hi: Adr :.. or Junt lOt.h, 19~, ~t th~ 

1'n1v .. ro1t.y o!' Vir11..ni, wh-..:n h~ :tid, '"'Ro will cursu: t.':f'o ob\"ious -.nd 3iJ:Iul­

t..,noo·l~ cour:'ln.s; ·xo will er.tcmd to t.h; O:'poncnt.s oJ' for eu the. m~t10-rial 

rc.~OUI'r.us of l.h· n.,tions; :mU, 'tt. t.h:: sane tjm~.< , •. , o rrill hi'\Ttl~ss n.n.:i 

3po~d ur tht. uso o!' tho£:l r escnrc "l!!l in ord~r th .. t. r10 our::r.lv·::s i n th.J 

Am ric, .. m~ hl'\vt 8'1Ui:'n:~.:nt fl.nd t.r..,in" n .. 'tlU'Ll t.o t.h~ t"tsk of t'I\Y 

.::.r ·•.Jncy -mC: evJory doftn s'l . n Thill cC"'.,..,t. t.h:at. o·tr r;ov ~rr.- nt ..-:ould 

"!;;:,t t..,~ . ov ... r !'or our cr.:1 11x..:.:l rore .J~ tt <''J.tn·.tt. ct pllntS 't'J.i lt. or 
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on top or th. ountti<>ns indust:-y ,..,t.d rlth { or<i!7' e:1pit<ll n """ 

munitions tn~ustry to fill our O'llll orders •nd •dditionlll foreign orders . 

But m'lny problems rom~ined . IIQIV l•rr,e o munitions indust ry 

should "" build? The mswer to th1\t question ITOUld datormino how fast 

•.To could nrm ourselves •nd fill the order• ~lnccd by the other dcoo­

cr1cios. '.'ll"t typos of ouni tions should wo produce? .\ brro p:ll't of 

tho munitions industry th't .,,. lllre•dy built or under construction h...S 

been crnl,;d by foreign orders . Soce of it "4' boins tooled •1p to 

produce arms "hieh were not st'!!ldru"d equip111<nt for our forces . Unless 

st$ps 1T<'re t'lken speedily, we 'lmuld h>vu 10>ny olonts turning out l!nU 

built to foroten spocific•tions th>t WO\lld bo oJ' only limited uso to 

u• ohould ·.te hwc to dafend ours<'lvcs 't;oinst direct •ttoek . 

Ho11 •hould we divide the output of the now plonts to be 

built? ln ordor to e:u-ry out the Pr co!d.nt ' s policy >nnounced i n his 

Un1vor11 ty of Vir31n1a cddres,, • b•l>nce h'tl to be otruck betw•en the 

Uurinr- t'l str=:.c::r of lflhO ..... t. .. rt. was msdo tow'"lrd cvol\ring 

m over- 'Ill pl•n for dividin~ u., our f•cUI ~i~s ·n1 r.,... m•t<;rl·lo be-t 
t.wi.lun t.ho foruig~ f!OVOrnn::.:.nls "'nd oursLl vcr. . Th'l solutions th'lt 1i'ero 

r"' I\Chtd wore st.op-g~p . t.t~w probl,m"~ w r'-~ ru.~·tey1 ori!ing, and tc.nt~tive 

s~lutiono often """" found un~:orl<•hle . Dut ~ s~ort "'" made . 

The orG•nizotions >round ·.thteh ouch ~l·mln~IJ:l:;.d..l1<>=­
the Ns tionl\1 llefense 

Th" form,r '"' eh-:.r•.d llith tho rosponolbili~Y of plr.nn1n~ for th• 

r..c<os·ry . xr•n•ion of production, 'lni, to ~o so intu'llig ntly, "'" on 

~h. Co,.,.Josion t.•1 to CCC5'tlt const•.n~ly "'ith ~hv ,,m_y, th~ !:•,oy, ~nd thO 
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~ issions and the Pr~sident 's Liaison ~ommittee 

on IJ\.ir b..hol! . 

\ 

l:y pertieul·r r csponsi!>1Uty ao Comission.r of industriol 

l..•.t . r i ol• ··••• to sec thet the "" rnot"riBlS n ;odod to f~ed th. munitions 

1ndUntry wcro provided . L't~r , l f t<r Ootobr.r 2lat, 191,0, YlhM tho 

Prinri ti': ilo~~rd consisting of ·;,uu ,m S , Knudson , L:.on h®dorso:> end 

mys.lf "'" crc~t .d, wo b.~on ·s•ionin• prioritios to foroign o•1ors •s 

woll "'J t.o our o·.m Govt rnomt' s ord~rs . 

:>Jc.:olY..r 1939 to r .pr.stnt our Gov.nuo.~t 1n it• eontr •cts >'it.h for..ign 

roov .. rrr. nt:J d ... sirin~ to :>urch"lst. .1~ r .., .. t,~.ri·..ls, pl '\Yt.d U\c. c .. jor rol .. 

1n coordin,tton. "ith th. inotit'ltion of •Jl .r.:><>rt control cyst::::, th~ 

for31gn ~ov:rnm:nts r~~r. ~':<cd to filo ~ti th t h' Comittco ' report on -u1ch contr•ct they proposed to l e t 1n th> Unit.d ~tnt•• · B.foro np?roving 

" nroposcd contr1.et tho Cor.:anittt.a :J"d.:: sure th ... t. u. would not interf er e 

-:tit.h our rurrmrrnt.nt. procr:-rn, ~-;<;r..s t.cd 1lt. ... rn"~1.v ... sources of supply 

t.h~ C"'X. of "irpl ""ns th: for _!~ o-trc~"linP' al~sions "TGr~ ... ..sled to 

...._ S\(tDit ... Cmi.plt.t.:. procr~ ~for~ ·ny on cont.r"'!ct - .. :s ""'>p!-oved . 

I I 

<~r!n. Jul~ 1<~40, Arthur Pun·is 
~ss:stnn t Philip YoJn~ be~an ' 

c· liC""t" tnr• " h ... _ . orrcnt !.:.J a:.d "orrcn:.ha.u ' s 

,bl •l •ooist'Ult Philip Young h.g'Ul t o disouos 1nforl1'.•lly the rd ·.tion­

shio b~ t·.vo<n our plm for pl •n v nro1uction 'Uld th . riiJine Briti t h noods . 

7h~ United St,t.o ,.,,! th:n turnin~ out mUH·r;: pl·.n~• .•t tho "to of 

ov ... r $~0 "\month, of ·:rhieh ----- -.: .. r~ tr"'in"'r =· Th: Bri~isi". 'U'!rl 
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of 19110 for shipcent overseas . Tentative plCIS called for r eaching a 

production rate of r ougllly 3,000 planes a month by tho end or 1941--

1 , 000 tor tho British and 2, 000 f or our own for ces . 

Pu rvis had said s everal t imes to Secretary "'orgent~ t hat 

t ho Bt•Hiah by the end of 1 9hl would r eally need 41 000 pl anes a month 

f r oc tho United &tates instead of the 1 , 000 we wore then planning for. 

On the morning of July 24th, "''rgcnthau, ~oune and •·urvis met t o t alk 

over a etat.ent of Britain ' s future needs that Purvis was going to 

make at a moctine later that tt.er ning -.1 tb Secretaries Sti .. uon, Knox, and 

l.:nr>ant.hau. J.:r . lbudsen . and "eneral Arnold . i<hon Purvis begm to talk 

HJ<Stinr l , tvO planes a nonth ins t ead of l, UOO b~ th£ ~nd or 1941, 
~or~enthau stopped hie and r eminded him of the 41UOU figure . 

Purvis was startled . Ho had 4, 000 planes a mont h in t he 

back of hi s mind as an ulticate goal, but he had never dr eamed of asking 

for th~t n"~ber all at once . He had apl)nrontly thought of upping the ~ .. .. 
si~ta a little at a time . The Secretory took a different view. If 

the British needed 4, 000 a conth, they should nsk for them ri~t then 

before tho pro!F-101 got underwey . It " as no cood eskin!! for a little at 

a t 1ce. Plii'IS for tho next ei~teen conths wore now being laid. The 

onlY thin• to do was to co:ne out with it . 

"PI\sS the ball to KnudsenJ" L:or~nthl'l ft"'Jll:med it up. "Ho ' s 

tho kind of n prod\lction man who ••ill ris~ to n challoogc like that and 

moot it. '1 

II r 111 do i t , II said Purv-ts . " I must aoo ~:orris ,fil son first; 

ho ' s Lord 8eoverbrook 1 o r epr esontat 1vc in this co\lntry , md I've got to 

~ot hb backing. aut 1 111 do it. " 

Purvis "did it" late r that mrninil • He put square~· to Knudsen 

tho BrUhh need for 4, 000 planes a conth . Ort en s1nc3 then, I hwc thou;:h1. 

' 
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thl t Uor :ont hau w•s ~ shrewd ,s,ycholoeist . To hav~ asked Knudsen for 

1 , SOC pl Mos a mont h would ho.vo meant only a minor r c.- adjuotmcnt or 

tho progr om1 i t :tould hnva been a matter o! det ails . But 4,000 Y~as 

ditforont . Tho whole program \IOUld havo to be doubl ed . rho aighta 

51 

·.tor e no t just lifted; t hey were r llisod elcy high . N?w overyonc-e.ut omob1l e 

m1kcr s
1 

wnshing m~chine mak~r s ond r efriger at or maker s- - would have to 

pitch in ~~nd help . 

It was in;poss1bl o by th~ 3\d of 1941, Knudsen said . But in 

moth.r 1oar ho thougl\t it could bo dona . l1c W>S not far wrong. By the 

ond of 1942 phnos were coming off t ho llno at S, I.OO "100nth. By August 

194) tho fi;!llr~ h~ r i sEn to 7, $00 a month. American industry had 

ncceptod th. chel l ongc and come t hrough magni!ie~tly . 

Thot nisht Lord Bc~vorbrook wont on tho :ir from London to 

t ell t ho rood noTts to the Brit i sh . Tho promieo o! gront c.r ai d implicit 

in tho ncm prosrnm hclpc<! to ~ivo th:Jr.~ courllCO to f'eo t ho Bat t l e o! 

BrHd.n, r:hich ~s"n tw 17Ccks l'tcr rtl\.m th.:. tlt.zis sont a l argo bomber 

n~ct over Britun in da;tli,;r.t on the fire t o f rony raido i.o come. 

Tho British sot cmy ::irplTICs1 but th.;y n.vtr got =nything lilco 

4, 000 e month. Lon~ befor e wo ,..crc pro:!ucing 6, 000 ~ lllOflth, Rusaia, "' d 

than "'o oursolvos, h>.d bo.n ·tt·_c1<.d. But the fore< s of ill the Unitod 

tb tiono, our s •.'ld t hose of ou.r ·llits1 did got thOI!\ . 

"lith th~ •ircr:U't pro~rom doubled ovr.rnirht , new pl MS h~ to 

bv hid to oxp nnd pr oducti on of component pT t• · t.ngl.nos continued to 

"" ono of t ho \Tor s t l>ot t l on-ocks . In the s•l!M'or of 191.0, t he Unit ed · 

~t'\t. .. s Arr:.Jy ••i r COf'!>S r.!!.s using "'ir- coolod r ·di ·l ~o.nrt1,ncs but. h.,d become 

intcr.st;d in 1\quid-cool.d .ngl.n~s for usv in ti jht<r pl"~-•· Un­

fortun• t .:.ly th. Unite<! St~tos !!•.:! no or ov n n -in .. of th·t kind. ·1hilo 

t.h .. n ... : Alli:»n ::ngir._, juzt th..n t""Cin; \r.t.o pro:!let.icn !:cl:! ::r.:~!. 

• 
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proaiso, •buss• -.rcr:: still !JPPCierin&, 'V'Id no one could toll how long 

i~ .-011ld bo bcfor o ~hey could be perm"'lcn~ly r c:oovJd . In this prodica­

mont ~h3 Air Corps boe~e intarest. d in the bottle-proven Rolls-Royco 

~urlin ongl.no. This engine , Ylhieh 'Nr.s ros:-rdod by r.1ony as ono of tho 

finest in the ,·.orld, h'd been dovolop~d by thu British rnd u sod with 

gro•t auccoss in Spitfire. ond Hw·rie•no tiehtcr s end in 'lloUington rnd 

li:lli! Ill< bomber • . 

~.cr~tar.' ~~orrenthau called Lord Beaverbrook who L-d :. t • • · · .· ' ft p d . • •w . as oeco:r.e ..!lnls 
': urcra ro uctlon, L~· transatlantic telephone and k d ):' , 
l:c•nse to rroduce t:erlin enrines in th" United $tates.as e llll tor a 

S~:tuo . Bo•vorbrook ' s reply "''" i=odi,to. Yeo, wo could h>vv • 

license. to prodt~c tht Uorlin engine, •nd " license to produce Spitfires, 

HurricQIIe s ond "\11Ything ol s<. thct •xo 'o?"llttd for our •ir progr,.,. 

It w~s a bold offer . Privr.t o rights in pnt ents " nd license 

•gruomc.nts c•nnot b. aivcn "" :r! $0 onsily , But Borverbrook knc'N th>t in 

sOitt W'lf the dot•:Lls :vould be settled, •nd he w•.s dotcminod th•t there 

should b. no dol"¥· It "as• 'Jut on- ox~lL of his blunt, bcld !.ction 

th•t ""'""t so 0111oh to 3rit.,;_, in hor hour of tri ~. 

A !OTf wc..ks h~;r lo:orri• .IUson went to H·~if·x, t;ov•. Scotia, 

with ' 1 T&O brit!c·so to ;>ick up tho :.orlin cnp.n~ blueprints , Tlhich 

h~ boen sent on n b•ttleship. 'lhcn ho tot th~ro , ho w~nt •bovd, h'd 

lunch witl, tho C•ot•in, ·nd th~n •nnounccd he wrs ro•dy to t~c tho 

blueprints . 

"iio~·' .. r \,. )'0'1 goin~ t.o cvry th .. n1" tt:o Cr.pt *:.in ":sk..:d . Wilson 

rointcd to his briafe ~•- · 

nporht~.ps you h":d biltt .. r can~. d0\1n "'nd look thwn over firstt n 

tho C~·t ·in s•.id . lb·.y w..nt do:n to th ro001 '1h:rc th: blueprints 11or e 

stored ....,.~ . 

.. 
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, ... 1'h .. r~.o .. rc. they?" ... skcd liilson, look1ntt ~"round ~t ~ lot of 

p"tcki.n~ C .. S~,o.ft. 

"In those big boxes," s•.id the C•ptain . "Th: re ArO o.bout 

t.·~o·o tons of t.h• .. 1'!1. 
11 

<In Soptcmb<>r Jr d, 191.0, ~ contr•ct. "'" signed nth the P<tck 'll'd 

L:otor Cor.\p"'ly to produce 9,000 of these cn'!incs-J,OOO for our "ir Corps 

•nd 6,000 for tho British, ~tho n~crlod th"" ""r ' ., they steppad up 

bacb. r production •t hoo e . 9ut t>ofore mybod)' could <>et '"flY engines, 

' f'>Ctory h•d to b o btilt -nd tool<.d up. Tho coat of th•t "'" s;>lit bc­

twoon the United l>t,tes ~d the Britioh, on~-third '"d two- thirds. Be­

for · thu pl•nt w~s finishod, tho British Uovornmcnt h•d p•id over 

v)O,()()(I, OOO for construction •nd h.~ tbro1111 in the d0$1&n of the engine 

Hsolf for good me•nurc . '1ho engine, which tho British :Ulo·uoo r,ck-ord 

to produce for our Air Corps ·ll'.i,thout rey'llty ch-.rgo , hns s1.ncc been 

used mth en•t. success in our P- 51'• ·nd in t10mo of our P- 'JO ' s . 

'"'fhilL th ... s \J contr "cts ','fCr<.. bc.ing l ... t, ~ now problco- th$.t of 

"'.lloc·tin<> t.h" o~tput of our •irpl-nc industry- ;,•s •rising. "hencvor 

Aru.ric"Jl •nd for:i:Jt ord:ro h •d b~cn phc.d 'nt h t.h<o s,.o c-nut·ctur~r, 

our Qov.rnr.t<nt undtr its n,,l)' ..,.-nk-d priorH1. s po,or oould :;.rc-;,cpt 

53 

•11 d<.l1v. r1.s for its o"'l us · even thou ~.h th . British orders h•d boon 

pl•cod first. i>uch •cti.on would, of cour•<, hwc been incons1st.,.,t mth 

our poliey of str .. ngthcning our dof . nsos by ntding the countrie s fighting 

tho~~ who thrc~t~ncd us, but soma ~grotmtnt on ~lloc~tions w~s CP~l~d tor. 

A promising bc.ginnlne " "' m'\dc on Au'JIIst 21st, 191.0 : then ' 

committ ~~ ~~e cr~~tcd ccnsisting of two r~r~"'nt·tivcs e~eh from the 

Al""f, t h :l•vy -nd tho British Air Comission. Tho m<nbors of this 

COCIIUt~,, ·:hteh subsccrt-ntls bcc"tl. kncr'll •s th. Joint Aircrdt Co:::utt oc, 
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""ro cq>Oitcrcd, os &ccret·cy of for Stimson s'\ld, •to •ct for :md 

oblig• to• thoir govcrnm.nts. It w·a " lons st•p tow:>rd offoctivc d7 to 

d'\Y eollnbor•tion in """'"production Mrl ~ sil!rlificmt forcrUMcr of t ho 

Combir. •d Do~ds crootod oltcr Po~rl H"rbor , 

Tho principle upon ·1nich this Committee boc!'ll oper"ting ·~·~• to 

''lloc•.to pl"rrcs r.nd the ir component p'\l'ta in ruch •· 'N .. J ns to put t hem to 

cffoctiv~ usc •• soon •s pos!i bl o, either oaninst the Axis in the c .. se of 

pl """" for Brit• in, or for the strcngthcninr of our o1111 defensos in tho 

c'so of pl •ncs for ourselves . Efforts w~ro m•de to prevent ony n·tion 

tro;; «~:ccw:ul"'t1ng sp-:rc cotors, propollora, &Uf'S or other p•..rts so long 

:noth<r countcy h".d pl•.nes idle for w=.nt of P"" ta. 

Tho Joint Aircr..Ct Co:nmittco ,..,. 'll ao :;ivcn ~other job of 

oqu•l import•nco --to st-,ndl'J'dizo t ho types of pl'TICS bc!.n~ produced 

in Amvric"n pl•nts for both gov,:,rnmonts . Tho !1rst plmo tow~d which 

tho COI!Wittoo directed its •.t tontion "'" th~ P-~0 . Although tho P- 40 ' • 

thm being produced for the United St.~tos '11\d Groot Britr.in were 

b•sicolly the .,.., there "ere innumor•blo differ ences 1n det'\11 ond 

e:ch qov;;rnm~nt " '" eonst:.nt]y ch•nztng sP•c1f1c•tions independently of 

t.h~ ot.hnr. ~o result tt~ .. m:nuf .. .ctur .. r's ho~"'.Che ,..nd ~ low r.:tte of 

production , In Scpt ... ~r 191J:> the Co::r.~itwc 11ct ' t tho Buff•.lo pl'>nt 

of tho CUrths-',Vright Corpor •tion. The IDOGtinQ 1-..ted two d-eys •.nd 

r osultvd in •n '(li'O<lmcnt to s t •nd"ll'dizc the mod. l 'fld frcozo the dosign 

for • period of six months . 

Tho r esult wos on .!most immodi•tc jump in production. L~tor 

th• t r~l simtl•r st.n~~diz,tion mcotinso were hold ' t the Pr,tt ' nd 

'llhltn~ <ngin. ol•.nt •nd ot the f~etorics producing i>rcwstar ' nd Gru:llill'ln 

pl'1'1.o. In G•ch c·s- tho rcrult of such coopcr,tion w·.s to incrc"o pro-

J,Jction ror both of us. 
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at oncv , :he rlan Ms arreed to on :.o\'ea,ber 2uth, 1\ilO. 

Fur~h.r stopS to'>'W stMdWiz•tiOn Of bther '\nl5 bf.sides 

rircr •.ft wcro t1<on in September "'bon Sir •-ltu L•yton, in discussions 

with SocrJt•ry ~org;nth•u ond Socrc t•ry Stimson, outlined tho British 

nood to procurs h>ro l>rgv ('lllounts of :qu1pmont of 'Ill types for ground 

troops. Ho m•.do 1t clc~, howov~r, th• t tho British roalizod this 

could not be done ...,ithout " f•r ~o·tor st:'S\d.vdiz,tion th•n h~ been 

undort, kvn to dr.to . Tho British :1ould phco ordors in C'Vl·d' for ns 

o::uch o! tho non-A:wric-.n <qui;>m~nt P..s po3siblo . Th~· r.,lizcd th•t in 

th~ Unitod ~ •t.s they I'IOuld h· v- to ordar cquipo.nt th•t could beo used 

cith.r by British or k:lorie"Jl forces, ·nd wcro wUlin&, in ardor to 

obt~n it, to P"Y for th- construction of t.hc n<tW hctorios n3cdcd­

f·ctorics th•t ,.,ould be ~vcil•bl" to •m our forces should .,.e later be 

•tt•ckod. 11\Yton e"id th·t cs • st•rtcr the Sri tish ·.oishod to equip 

ten d1 v:lsl.ons for r.ction i n t ho l.!iddl~ .:est Tlith st.,.dard Americon 

cqulpm.nt produced in tho United "t,.tu. On condition th•t all the 

orders be clo•r cd through tho ihr Dep•.rtoont "nd bo plo.cod promptlY Sl 

I ~h·t pl•nt oxp'Vlsion \Tould •t•rt ot once , the Priorities Bo•rd, the 

I )'-tl Prosidon~ s L>aison Co'%>itt.ee and S<C"~ti\I"J suuson at.-recd 't.o the plan on 

llova:.'b;.r 29~h, 1914l. ' 

Tho Bri~isll decision to purcll•uo Ar.leric-n-typo cqui~t, e:::-

bodiod 1.n til~ S~in.:oon-Lvton Agr,cmcnt, "'" cuch more tii"'J\ ' Sil:l!>lc 

'cccptmco of our st•nd:u-d items . l~ """ "150 :.n off~r by th> British 

to vrork with us in dovc.loping n~vr \f01pOns or r:dosiantng old ones for 

both M~ions . 'l'he offer wr.s im.1lcdi •tely •ccoptod •nd our t ·:ro 'lrllliOs 

b<.g•n nt onco to axch•.nlJ" ~quipmont for t<.stin• . :lo sent ~han t•.1o of 

our ·n~i-•ircr:f~ suns ~dour lOS em. how1~zcr, ·nd ~h>Y son~ us thoir 

2$-poundor nun, ~hair 1JD ro. ilofors -nd "'IOthcr •nti- •ircnft SUR • B•.ch 

n·.tion o;•v. ~h. ot.!tor n·tion 1 s cquipl:l.n~ ' ~horouY, t cstin!· Tho British 
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JJ m . "<>foro c.urn.d o>t to b . 8\lch • 'Ood ·nt1- -drcr·1t r>J!\ th·t we 

•dopt.d it for our Ol'ln -rl:IY ond for us• on n~V"'~ v~:,o1s -nd 1>:-;.., pro­

d'JcUcn in th. Unit~d :'>t·.tos. 1hc Briti•h for their p•rt odoptod our 

10$ ""' ' horltzor • ond SOCIO of our ott.cr flU"" ' "ome •.10-pons were redesirncd 

to ineorpor~t~ tho bost ot ·•h~t ~ och h•d to oft r . This wes tho b~cinnins 

oJ' • form of eooper·tion- Lc.nd- Lo· · . • •.nd R;., V•Jrso I..:nd- Lo-"e in· f dens- -

whlch is no·,, •n ~cccptcd ·nd i ndiS94lO"blo p•rt Of the joint Wt' effort , 

Offici~ pride on both oidos -·o oft•n • b•rricr •t first, 

but •s e•ch v-ey fo·•nd sc::>~ of its ido•o -cccptod by tho oth.r, both b<:-

C*lt.C. ).s: t"G.}Uct.mt to ""dopt nc::rr W~"';)O:'IS -ntl nt..':"f idO"'S• n~ this sh'!l"ing 

cl•in cr•dit forthr. crc·t <J.-.vvlopmcnt in 1'"'110 loc·tion , dun ne this 

W"r . { h"'V n-:v ;r bc.~,.n "'I:}._ to li.~n1 OX';';C~}y 'Nhich n'\tion contributod 

rr.o:t., "'n~ J. do not t!:ink it m"'t.l .. l'!:i . ,,h ..... 1: inport"nt is t.h..,t it 

prob•bly MVC!' ITO·Il-1 l;•v. r:·.ch~d HS pr"; nt st•g¢ of pcrfcdicn h•d 

not t~. 9r1tish '"!'ld ou"ocl.\'cs st·r·t.~ .~.·rin• id-·s b·ck in 19lD. 

?he !'1r•t t·n;ib1c r~s-ut o! tU• n~" nd c1oo<.~r coo~r"tion 

-.-: ·n ":::o~ic'VI l!:.di= t·:lk 'l'hlch '"" dcsi -nvd in ~h~ sllT.l"er of 19UO 

ro·;orc, ... l th ... str .. tt.:}iC ?ictur:J L"l the: !!c.dit., rr .. nw'T\ . 1'h.J loss of 

i'T .... nch l!ort.h Afrtc .. "\nd th .... cntr :mc·; or It"'.ly into tho Vl"".l' l c. f t Egypt 

·nd th" :>uoz ieol•t.cd in t.ho cost~rn ~•.:.dUcrr •nv•n . Churchill ·::•.rncd 

Brit•1n ho·> d•n•.'!J nP, th. withdr"l1•l of J'r •nN h"d 'o,cn ·nd rcfusod to 

J;U'r,nt.~ • t·vor"bl~ r~oult in tho iliddlo t. '3t. aut h·. im:di•toly 

e ... t. -bc•tt. to 3tr.ncttu ... "l ths 3ritl!h forr ... s t.h r r. , Mlrin( th ; ".1):"St 

~ .... ... r. •.hr • • 1 i . ... .. r l'l' n ""'··· ~'-~t. ;:::-!.-:..·in · - c~· ... .. u .... ~ .... --~ n\' .. '! on 1:1 ... :1. S'~-- o . ' "'' - ~ 
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r<.!ll•inin• •morGd division to ::gj'J)t. !t oMbl.d ·••vull to hold llr·~i·.ni, 

tou~ rn·ny ~:~or t·n~:• •tould !>0 noc.dod for lh" optr·tlons to com• . 

the Dritish IY•ntod to buy l•r<J~ numb~ro of "n~ric'n tm ks to 

::upr>l om;n t thal.r ovm prr.duction . Our "Tl!IY, too , nr.cdod thous'<'lds to 

equip th .. •rmorad divisions of tM n~·,y · rmy ooon ~o coo. into bolng. 

i.h ... ro ..,..,, ho'lll'<.vsr, on'ly one com.p"'tly--thc Mlcric.,n C".r "'.nd l>oundry 

Coc;>-ny--thW~ producinr tonks, ·r.;l it c·.do onlY li~ht t"fll<s. 

On Au<"\!St !.th, 191.0 , alli"':l Knud"n 'Uld John ll, Bi5zcr~ of 

tho O..!a:I$G Advi ~or~ Comission c·ll·:d • cc.tinc in .i•shington. Unitod 

St·tos ~~ Grdn·nco offic~rs ~ r~ thor. •lon~ ~t~ ~ritish Arr.y officers 

•n I r .pr .>tnt•tivcs o£ th. llritizh Purch·sing Co..,isoion "!\d th" 

Prosid·.n t ' s Li "i•on Co"""l.ttoc . But by f · r thu l.•racst numb~.r of men 

.. t th a met. tin rr ·:1aro Amoric "n bu3inuc:nn\..n ,.,nd 1nda st.ri"'l Cltl. c;.neor s--mt n 

fror:t th. •uto~~:otiv. industry •nd frO!Il th ll•ldvlin Locomotive Comp'1f\V , 

thJ PulL~·n·Stond•rd r. · r Co~p-ny, tho Lie· Locomotive Works, the 

Prvsa.d Steel c~r Co~?~nc~, ~~ oth;r ~~~~ri~"'n ~uf .. ctur,rs of hc"vy 

cqui~:z:~nt. 

ih o•nuf~tur~rs w.r. tol~ th·t A:.ric·n ·nd British or<L~·nco 

offie..,rs '11Cr.l r--'Pi..!ly r.:."chtne .. £:r,....,·,n..nt on ~ n ... d1.~ t.-n'k: dcsijl for 

th. "l':"li.s of bo\.h n•t1on· . 1h t-nk ·.•• · tO b, b•::!.c lly tho old 

Arn.:>ric•:l ?$- ton :ivn .. r·~ '-~.o, .mloh o'>r •mj' h•d ~e•irn~d in 1937, 3ut 

it .. ,., to bo dr·stic·lly modifi: d in tho lioht of Eritioh oxpori~nca in 

tho B·ttl~ o£ Fr·nc~ mth thoir "'"dium t-nkn l'ltich h•d pro·•.d no m-.tch 

for th ll•zi t•nks. 

11:ich·.l !J<.,., r, l'h? h·.l cor.; to th• UnH:d "'t".lc• ::hortly 

b .. for ... ·• th ... ~. -.i co! .. ..J:oit-ish ')ittit ... 1ssl.on1 t.olJ t.h ... ::. ... \.ti.n:; t.h"'!.t. fro!t 

•.!': .,. t.'"1~'l1 .. cJ t.h._ •;"·r :-._! -:d ... 1-;.· .. ..::s t.l".crt""l'.t. th .. t. Jrit"li.~ s.ltould h .. •;t;: 
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a. vrrj lorea nunber ot tan::s . "I worried :tr. Churchill's lite out, " 

1.~ said, •and when llr. Churchill bec""'e PriC>e 111nister, 1 suddenly rot­

received a telegram asking that r come to ••• the !11n1ster of surply. 

~o Mndod me all the memoranda Yi. th Yll'd.Oh I hed been bosnbardJ.ng 

:•r·. Churc!d.ll , and said 117ell, hor o lS j'OUr opportunit;! to got t hose 

tMke at the rate of 1 , 000 a month . PerllllpD you hlld better go to the 

United States and &e t then.' '1'!1at, (;eutlonen, is why I am here . " 

Srit.:~in, he went on to say, needed 600 tanl:s 11 month from the 

\Jn1 ted s te t..S to coo;pl.c te ncr tank pi"'gri\C. 

Then the AGrican ordnanco of~icors outlined the type of 

tank on nhich they Md t he Bn tish were rcaohin& ngree:nent. l'or over 

'!..~rca tl011rs , thr businessr..en and the m1.ll t:Lry tA.lked over ways and 

mcr..na of ,;ottinl'( thert into product;ton . 

Ry the end of August the bluoprinto had' been prepared for a 

st~ndnrd desiGn--tl.e General Grant. The noxt stop wno to let the 

contrao ts . '!he l;.:u- !JPpartoent decided to rc 1:1 upon one plMt for cost 

of 1to 11\nl's . In Seplenb<>r 191.0 1 t put up ..;>O, OOC , OOO for construction 

of the hUf:C Chrysler 'tlnk Arsenal L t !letrot t . 'I'll" British placed 

('lirders tor ov,.r? 
1

0C.O tanJ.s lfit.'l the fJ"NJCc<i Steel CAr Ccqany, the 

IJ.:nll Locoaotive ' larks "n:i the< !loldYiin Loe01:1oUve ·ror<s . :.:otors to 

tG t,; st:t the orders of both oovernncn tG were 1.0 COOft pri:1Cipally from 

the Continontnl !!Ot ors Corporo.tion of Il<ltrolt. 

1~1ny of the new pl ants noodnd to producr. tonko for Sri tish 

ordora Wr.l"C roid for by t he ~ritish follOI:iiiJ; the old pr o.ctice. They 

•rent ovnr nil.e oillion dollLra for nnr fnc\11 ties for '!epublic Stoel, 

'i1w" ~ .ldr.in Loc "'DC ti ve rorks, t!'\e LP L~XOJ""'li ve Uort:s , e-nd u .. 

F~:s .. cd Steel Cnr ~;·:.r.;;. "ihe:tlt. c:-lJ" t.o ~¥ farillties :'or t.:mk 
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cn.1.11~'S, hor.evcr, ArtJuu· Purvis nskcd 1! tJO""'J! ossist.anee w<m:d not 

oc p<>ooibl~ . 'nle Pn t<.sh by Ut18 tl.r:.e had ll t Ue gold or do1111rs left. 

Furvir t.'lked Tl1 th the Pre~cnt •s Linicon Cot..ni ttce, the :Jar Depl\r t.­

nrnt Mild the Rcconot rnc tion FiMnce Corporntion . 

On S•ptoober 9th, tho ,\nny had stunod n contract 1'11 t h 

ConUnontlll Hot or s for 1, 000 tank cnuJ.noo t o bo pr oduced at t he rate 

or 200 a r.10nth by Oc tobcr 1'.141 , Tlus wna sufficient f or our netl<ls 

at th.' t Uce . T.te British estimated t heir needs nt 400 a a~onth , Four 

d3)8 later Under Secretary of IT·u· Pnttercon oPnt a ono-s<ntence .letter 

to ~ 1 Schr'lU, Clteinnn of t,;,., IU:cons true tion Finance Corporation. 

"n,~ creo tion of DAnufac t;,.;_nc capae1 t y e3pable of producing 20 r.edill:ll 

t.'nk rnetneo per d"Y {.600 j><'r r.onuj/ by the Continent..ll l'oters 

Corpor4 tion or Detro' t , !!iclli:;o.n is osocntil\l to the n.1tional def <nse 

of the \Jnltod St.ntcs . " KnJdsen SPrtt u oi:nilnr latter for the 

Adv1 01~ry Cor'lf~lASion . A ·.:eek 1.'\tor, tho Roconntructi on Finance 

Corporntion put up c>t;ht mil lion dolhre tor r:t.'chinery end tools to 

build thooc oOO cn1;incs " month. 

T:te H.ec..>nat.ruetion F'l.t.nnce Corror."'tJ.on loan provided 

!3c1ll t.t~o to produce rutors both tor our ord.,rs and the Bn. tish orders . 

~u~ tho uords •c"sonti,.l to •no n·.tionsl dc!ens< of the united St::tes• 

in r lt.terS00 1S lettt:r "' Tl: OOrf# th·•n TCC•)r;ro,.t.\on Of tJ10 1:r.portuli.Ct: to 

U3 t.hC\t. Br:" t.rJn continua fi&htin..; tl.ln ,\uo . Jt. r:ould take nt leas t 

<if)\t 111011ths to n<t t h•SO @jj.lttS l'Olliu.; or£ t.ho lines . lly tlll:\t 

t..i1....c , W(' llliC:tt. noed 600 t."Uil~ t !ICil\ttN :\ mt>J1 th ourselves . The 

~t.conotruciion Fin·,nc e Co:-por·~t\.on lo"ln for production f ncilttie5 

to ::1lko ntg1nPs Y:r did not need ., t thu moMrnt ti'\S n tortt of :Jid 

t.o t.h;. ~"'rit.ich . }lut. 1 .. v.-:s :::ore th:.n thn'- · It. w:s "'!. lmY o f l:w..lding 

ur "~~r Q'l.n y.~:- (X)t.cr.ti:ll at. th4': s~:.o ur .. . 

~ - - --; - --- - --
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/.lt.!aough t.iu Con t.inlmtlll pl~n was n"" t. foll "''tCd j n o ther 

en:; s , it. wn::s l . sit91 ."Jr th<' ill r~otet.l. ...... n in uhi.eh wu were mc)Ving . Thu 

r1~uh II• r · f · ellng t he d r:lin ..r s • l d nnd dolhra nhich h•.d gont i n to 

bul khng up J..::rn.c· n , -:· r incluu try. i.nd we \tC N~ 1-okinc t nr n~ we!'fS 

w h·lp ~lcr.'l. ;tcf crc t.:1c Lc.nd-Lot .s~ hct. was passed, ~ tbt r e ... th:)(ls 

v• " t ried . llu i>r r'l>lt:<d teo bu;t frO!:! the llri tish c crt:\in nnr plr.n ts 

\'oh1 c h t hey h:-.d built in t ho 11ni t.r.cl St.:. tcs :.nd 11c noll nondcd f or o ur 

.,-,•m dt f n HJ" pr"'~cr:-.t'l . Our J.YTfi:J c ?nsidore:d pl:tcing ' rdors f or mwu tions 

Lh• y did n >t need 1moltd1~ tu:y, r.i th the • xpec t.~ t1on th• L when t!"'Y 

c""'' tf t!>< lln< m•nths l n tcr, Uw y could be rolt~ocd to tho Bri tish . 

·u~ t h< sc n r<: s t .>p-g-.p oc:touros . By the r>ld f the y• .. r tlv.: Bntioh 

d· u •• r ,, ., t1on 'l'f'l$ s I • ·.r1. us th!. t SC'C\L tlung ouch bi Gil' r tJl"n c ould 

l < rccooplitlh· d unde r <;X.\0 ~l.ng ltm 111\S nr<:'ded if t h< tl " of o.ms t>> 

Brit..f'l1,u .'\nd t he ather dl11ol i"'C rt~o' ' '3 uns t o C+."U.t :\nur , Ccmflr!'St> { nrl the 

;.m ric'ln ,,l )r l c ' '"1tld 1-.:w ... tr 1;rkr. thtJ dcci01.~n nn ! ur t.'ll r n.id . 
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Chept<lr VI 

H. R. 1776 

Py O.,o rb.Jr Hl40, " n:>jority of tho hnorioon peopl e , I 

'tcl1uvll
1 

h. ... d r..ndo up the ir ~inde thr' t 1 t. \,.,S in our n~'~tionc l 

into roe t to coo t.l.nu: tl:c !low of ems to ro t1ons !l.j;llt1n~; tho 

his . 

Thor o h•a t-een no ra.l 1sauo on ~>his 1n the ooopeign t!JOt 

! oll . In l:is Cl.ovolnnd speoch on October 28th, the President 

hcd soid thot •our policy is to rivo oll possibl.o ... torial aid 

to U>o nations which still resist •11r.roaoion, across t he Atlantic 

ond Pacific l)oean s . " i7endell \Vill.l<ie in hie Cin8l cu.pa i1J11 

epeoch at Cadison Square Garden on llovenber 3 had ""id that "all 

or us-Ropublicans, Democrcts, ond Independents-believe i n giviniJ 

31d to tJ>• heroic E'ritish people . ilo nust make available to theJ:> 

the llTodl!cts or our industry . • Tho r.ajorit~ o: the people naor ex­

pected thia policy-s1Mt>ortl>d une<~uivoedly ~ both candidates­

to be t ransla ted into action . 

!ut ti1ere were !""any still ttho .... ,.rl') not convinced that o'W' 

nationll l intorest d-nded such • ool1oy . J.nd there were ver y 

t a .. who oould cr• ap tm JMgnitudo ot the s~ps thst woul d have 

to b'l tel-e n if our a i d were to be o!fective . 
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Three d&ys oftor the oloction, tho Pr uidont publicl;r announced 

a "rul e or th=b" ror the divieion •. or l">llricen arcs output . ~. 

""apons co,_... o "f the production linea, they were to be divided 
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rou;;h~ S0-50 between t he United States force s end the British 

forces . Thot sal:'e doy the Priori ties Board epproved a Br itish 

roque s~ to ordor 12,000 more eirplone s here in addition to t ho 

H , OOO th~ olready had on order. The pr omise of materiel aid 

to keop l!ri t.ein 1n the fight -.as da) by dey being translated 

lnt<> a dofinite nlan . But the ~.ach1n• ry for carrying out the 

plan had stUl to be de·doed . 

The "011~ k....,odiote pro'ole1:1 """ oao of dollars . The llri tish 

had sta rted 1n Scpt!!:lb '>r 1939 'IIi th r oughl,y tour an<! hall billions 

in dollbrs , ~o'd , ond United Statea invoet.~:~ent.e that could he turn-

e~ i nto ~ollars . L'uch of t~.is bolonae d to pr1v< to British citizens, 

but ottr>r tho 011tbrc&k of 'll!lr tho British Gov>rnmont bo6ln to to ke 

over tho privato dollar bolancoo ond Unitod States invest.,ent.s, 

-oo:ponso ting the owners in Bri tiS\ pounds , Too dollars all vront 

into a eiD~~ Covernrent l'fBr ch'lst . 

Outsi do of c old pr oduction 'rl thin th B,.Hish Cor.::om<ealth, 

~le -ost ir:po~nt sourca tro·· 11Mcl' tho British could rcphnish 

thoir n r clrst -:eo exports to tho United Sts~ s . Dur ing 19<t , 

it sorrYd stran;e to mny t r..crio•n• that a nat.! on bottling for 

surv1val like f r i toin should be r..okin~ such atronous efforts to 

uxport to tnis c ol%ltry lUXUl'Y roods lik< whi•l:oy , fina ·.<oolons 

and pott .ry . But th·,r . ·:.'8s s fOod r eason for it. Thcs& Britl sh­

<Nldo roodu ·.•er o sold her o f or dollars, whioh wcr ' in t urn t o buy 

A.m·sric"n-n'.ado \or.::a9ops . 

Ir. th sixt..: n o.onths ~h~~ ! ollc;..m lh C1J tbrvr.k of -:.:a: :·, the 
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aouraaa h o bi llion dol lers mor a . But in tho aa""' p..r iod, t hoy 

peid out. f our end a half billion !or tho wor BUpolios th<\)· had 

l.o hevo f rom t his · ooun t ry ond !r<lr' ot hor coun t r ico that demndod 

gold , Tl>' ir no t loss o£ dollor• w~a two • nd D ha l£ billion. 

The Briti s h had bogun by sponding thair dollore ver y ·car o-

f'ull,y , "oe if W.l \Yare on a dosort islnnd, on eh ort rD t.1ons which 

w · nust stre tch ss t sr as we can", Purv1s once said . But t he rall 

or FronC<> out on ;md to this policy . Tho toko ov~r o! Uta French 

eon troct.e ha~ doubled tho r ote or Br itiah spending overnight., a nd 

'r ad~it1on t housands of now or d>ra had to bo plaeod imc;cdiately . 

1101'1 at tho cne of 1940, Brit ain ' s war che at of dollar s""" 

<loa n to two billion, and of t his e billion ond e half was al..-ead;y 

pb.lgod t o pey fo r wnr goods o rdon.d horo but not ye t dolivor ed . 

Tho British coulc' not possibly mln~ onoush gol d o r oxport enough 

jtOodO t o e•t the dollars it <IOuld tOk • to go on buying -.apons 

h, n · at thJ r•te tluy nc~dcd thoc . . Th·'Y rod alroad;y $ol d out­

r i ght th o k:.:rier n Vueoso Cor ;>or atlon, n groat l!ritish-<>"""d 

~CIIIrie<:n C<rptn;, , ond rod f'ith· r ... ld , or had plodf.>d t O the 

R. "'.C. larro Hocks o f stocks i~ oth·r An.ric,.n ecrp3nic<. "i'hB 

-pla in feet was tre t thoi r dolla r r~a.rvoe wor~ al"\ost gone . As 

SoeNt.ery l:orgcn thau ....-... to say • f•w WJ,ka lat.>r in tho Len1-Lcase 

hoor ini!" , " I! Conl)l'oss doos not oct on th1a Bill, thor o 18 nothing 

l of t for Gr oot Britain to do hut etop f1aj1t inc· " 

1!)1 t hu niddl a of lloccob.r, no" Br itish contracting in tho 

Uni~d States mcl pr acti eslly stopJ>Od . S"er ct.e ry i!org<. nthau and 

Sir l"r , d . rlek Phillips, c hi :h offl.cinl of th Brl t.ish Tr ·aBUr;· 'll'ho 

hac' CO""lJ t.o •:.i:; coWlC"Y sho!"tly nf~r t.~ t.lkll ovur of t.t..: ?~nc:h 

•• 
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contracts, had bonn roeting evoey wook tor some time to di,seuss 

tho Brit ish dollar position and thl w lumo of Brl tish orders . 

t:ow thoy ware !:l.xing a str ict woekly budget of dollars for t ho 

Br itish Purchasing Co~ission . No mettor how essential the 

" eopon or the supply, i t could net bo ordered if tho weekly 

budget h!td alroaey been spont. 

lfo could have r:sde loons to Britain, aa .,., had Mdc loons 
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to our alllos in tho last ... r. • t firs t glanc~, it was a siliple 

and ccnvonicnt solution, but in roal11:i)l i t was loaded with trouble . 

Loons botwcon allies in a ::llljor war of survive! seldom work out 

G& tisl\\ctor ily . 'lb:l British had round this out more than a hundred 

yeor a bofore when thoy had combined " ith other nations in Europa 

to atop Napoloon . They rode some loans to !:l.n&nce 1hcir allies, 

and then found thnt only a fraction of tho loans could be reapid . 

In tho long run, the) sicply gavo up c:aki~ loans altogether and, 

bacauso it 113s vital to Britain's security that Napoleon l>o doteatod 

gavo enormous a""'unts ot aid to thoir allies in tho fo,.,. of outright 

subsidies . 

VIa in the United States had al so discovere d ho" unworka ble 

loan a wer e whon the war-<lobt problom o!tor tho last war brought 

occncmic dislocation and D disastr ous miaundorstanding be t><een 

allies vrho shruld hav<> boon standing togothor to koop 1he world 

at po8Co. A fixed money d~bt would probsbly creots• the saro diffi­

culties ell over again . Then there WI S also an im;>ortsnt psycho­

losicol r csoon lbr not moldng loons . Th.> crux or tho uttar was 

not dollto rs; it """ pl3nes, --uns, ond ships . To put oid to 

-----
~~ -~. - • -- - ----="=~ .=.a. -~ -
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countries holdint; the Axis in chock on " cOMOreinl beaia fiOUld 

1ntVi t.o.bly t.'lke our oyu ott the real purp>sc-- to got enough ucapons 

to til' bn ttJ.cfron Ui to a t op ng&rcssion before tho l'lcs tor n ll=isphcrc 

"''~S nt.Wokcd . 

Dollars w~rc not U1o only probl.t-u. t'wlitiono cRp,ci t:r 1ms 

t(rcr,on ng tighter ev1 r y dny; Mohinc tools YTorc. bc!eor.'d.ng s c Rrco ; 

1''1'\': 0."". ttri2.ls shorto.gQfJ bcgnn to looc AhNld . B~~ Occc.:rtbcr ls t , 

only 1290 of the 26, 000 pl:.nts th.:'t the llrl tish 1\"'d ordcrc-<1 or 

wen. ~rogracmng Tlith our Bpprovo.l l~'d Lccn dcll.v<r<'<l . To deliVer 

·ll t.h< •• pl.c.n: s '>l1d to build • t th: smc t1JOc U1c 'ir s trcn<Jt.'l our 

,.,., "S:Ii'oty r<..qm.rtd \lould otr:.in our pl::nt f t.el.ll t.l.os to the lim t . 

Only ., s!.npl c , unt fiud Oovr.rM¥.nt procurement polic:t tor •ll dcfcnso 

rurposcs could do th• tremendous job th"t 11:1s non ahtnd, end th' t 

,,. on t thnt the 1/nl.t cd Strt.co should ;>J..•cc oll the orders for VICOJ>Of1S 

1. n t.h.1~ coun t.rJ' • 

'11'1crc """ finally tho. problc.a or dtfc~c otr'tcCY• !io on• could 

forto<C the chrli (;CS tl\:'.t t he coursc of the "~r rniaht rcquiro in t:x 

:~lloc:. tion o£ /uJCricnn !'\rr.'l5 . It might be ntct.senry Cor us to srnd 

,,bror.d Yte.opons or1ij1n•.lly ochr.dul<:ll for our cr .. -n ""•'Y in order to prc­

Vt.nt. :l dccisiv, .. hxia victory ovc rs~-ut bc!orc "'' \1C.rc prt;p"\rf:d our-

th lvcs . On Uv. oth•r tr-nd , ·~t. r:.ight o....rst.lvce ~ undc.r ::tt.~c:k ·:rh~..-n 

th, rlv.cs ordc.rcd ..n Dtccobcr 1940 1><6-''• to con<. or! tx production 

lJn, s in !kc~b<r 191.1. 

,h: sr.~.rch h~'d gc:no on in the Oov"mn nt n.ll dut1ng t.'lt !ltr.l.l1
1 

r 

--nd foll o!' l <)/,0 for th" bcol.. nolttt.ion to "11 t.hC!h problt!l3 . 'f!y: 

4'of.~st tim. I r;ot "".n 'dl.:t n! ·.-lr t thi: Ol'lut.ion ::u.,:ht. h .. "T'.S ~".t. r. 
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oct t1ng of til< Ocfcns• J.don sory Comiuion 111th th.. Prcsidcn t in 

til< l n tc f :1ll . \;c \ICI'C t.nlkin& of tilL shippn~ short"gc ~Jld tht 

1ncrc~sin~ difficulty the British r•ould 1110vi tt~bly h<'.vo i n moving 

U\ 1r I . r suvplit-8 from ttw Unit;d Stl'.tca . 111<.)' h' .d r.lrcndy br.gun 

to buy 8!\i ps ll'll'c , but >IC kncvt tru.y did not h.wo enough doll"rs to 

go on •1. th thl s progrc o Vl r J long. Fin~lly, the President s <tid, 

"1 t'a not n<.cc.ss~rJ for U~e British to t.."'k r: tlk ir OMl funds ".nd h~v<. 

•. •hlp b~nlt hen: or for us to lo~ t h-. 11 aonoy to h>vc ~ shir bwlt 

h<rc. . "n1cru 1c no rc.o.son \!hy we. c "tn't t.,'\kt. ~ tl.n1.ehcd v'"sscl ... nd 

lc • • • 1 t to thUJ for tlr. dum tion of the tiXrscncy. • 

It 1.na n n<.M 1do:. to "ll of us then, '.nd 1 t setmcd to o.okc 

!h.n&t. . Dut our problCzlS on th< Dofcnao .. dvisory Co11'211i!ls1.on 1·:cr o 

tht n chic fly in tilL dorJr.s tic field, nr'd 1 Ulought li ttl• <>bout the 

1-":Jidcnt.'G r \!tr.rk wtt"ll L1. t.c'r on ' l'vn the. uords 11 1A.nd- U f~sc" \:ere 

t.h.. C\-nt<r or t;.V •• ~ronc ' s ~ tt....ntl.on 11'1 'ii'"Shln •tan. Thln I t}\:)08ht 

bl ck • nd n:·hztd t."'~t th<. President•• ru<.rk '·"- not just.., isohtcd 

cet.>D.nt on • ein.;lt problcCI. It"~ !" rt of ·. uholo schc~ for ".!ding 

!~ dtMOCr"".c ic.s tb ... t he. ~-=-s turrun.; ovtr 1n hie rnnd. 

'"'' i dv., I found lc.t.: r , h·.d btu> firD~ propo"cd in t~ 1h' $urJ 

ll<.Jl' rtl>cnt, uhcrc th• probl"':t of contlnUln& the flOl l of nrms to 

Rritri n in tht f ' c•c of her d1111iniah1ng doJl·.r s uppl y '''" cor.st,ntly 

under CO\sidt.r:: t1or. . ThL Trc·.our:f lJIIt)'t.r O f ounn th' t under "' · 

011 Sta tutc of le<J2
1 

t!'(. Scc r v t."U":/ of :·:'\r1 
11•,'1hl.ll :J n hiB disc r ,_ tion 

\ t '.i 11 bt.. t or th ... publl.c good, " could 1.1.. ''" •• my rroJ"'f rt:: flno t rr-

qui:-'\.:1 for rublic u.t.c , " tor :. p:..~od ot nc ~ lon~ r th·n fi v r ::~ ~rs . 

l'r-"ct.ors, l • t.l:...s, cr-.. , ... s, o·~rg·.5 , ·n1 cth r .sueh .. r:-:; ! t r .. =:-o t.... ._n 
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1.;-..cd !ron time to tho under this stntul:l> . 

'nu.u .v. tutc. suggt s U.d the idcn or nppl:;in~ tk la.sc pr \ncipl c 

1.0 • e ;,.tum of ·•id for Bri t.,in . It""" 1\ fruitful stnrting po1.n t . 

Such ~ e:J'lta:> 11ould giv.: our cun ~my l nd lhvy procllrancnt officers 

tl; job of bu:;ing 111 tho.. mun1t1oru: prcxluctd 1n this country - -

67 

uh thrr t.'-) y wcr<. !or the n.~ b.ons '-'· T cru to tdd or tor ouroc.lvcs . ...• 

;;or. ov r, 1 t would bt <. flcxibl• ' "rong<m< nt . I! Ht ••en suddenly 

• ttrckcd, ltc~p•ns nllieh lie '-'d J.ntundcd to k'Sc could bt kept here 

for our a.ln dc!c.nsc . 

But th< idcn of en ordin"U"y lr'<S~ 1ro not 11holly npplic ,blc 

C"i t.hcr. ~n\t:n ~ 11..-:u\ rents n hous(,;, for i ntrt .. ')ncc, hcJ ordin."'.rl ly fixed 

'i dt finttc pt-iC< ·r.n:\ ~ length of time for the l<.Mt to run . 'lhis 1'109 

plninly le~pooniblc 1.11<m " ' · s•.nt ••c-.ponn to Brl t·1n or to Chine . 

iiO'• long t~ crisis 17ould l'ISt, ~:h•t tht Y coul:! g1V•1 us in rcta m 

tt....r it \,'!\a !lll ovc.r - no one kn~.ol tht.. .. nmtcrs to thc3\ qu .... stions . 

'1h. lc :l:St: llould ~.vt. to opc..n- Lndcd, r.1 t.1 .. gc..nt.lc.r'-"\l\ 's ttcrcc:xnt. for 

• fUr ' nd rork~blt. s r ttkl.l;;J1t in the lx S~ intcr<Sts of '11 0~ US 

>iter the .• xio h:!d ix.cu licked. 

F.•rly in Dcctr.tb,r, 19/.0 , U><. Prtsldcnt •"nt oft for o short 

erw.St on the. 'i\J.sc.r.loos~ . One p\lJ110Gt of th~ t.ri p rrt~.s t.o visi t sooc,. 

or thu n.• v·:l b:•.ocn ~n tho c~r>bbc" n U\1~ h' cl just bton 1<'5Cd to us 

by tiY; Britinh. But th.. P"' siclcnt ••lso 11>ntcd ··n oprortunitY to think 

OVt r ·dl tht oc. problws ·.ttnch uc.rt b¢cord.nt~ mnt\. criUc ~ l t,vcr'J d:.y 

under tlY pn.:ssur o! cvtnts -:bro: .d . 
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The full dl\nger to t:u; United St:t tes of ovonw obro~d n:-ts 

orour,ht hocc t>Orc (lOif~rtuJ.l:• t.l'c.n over to uc a t ju.•t :\bout thiz 

ti.: . In t~ !ili.ddlc of~ ~ting ~t t he Dc!cnec Advisory Cm:mssion's 

!!icc one uominc, SoCJ"<; t.•r:f Stl.oson tdtph~d N\d •ek~d ~ to pick 

up iij.llitm Knudsen , Donald ut.loon rnd come tu ''lloodlcy•' , his house 

nt. ono o 'clock for lW"Ich . It' :'!.s one of U:tah1naton 1ft f rcnk hot c:,rly 

•,1rl t.cr d:.ys , :md '10 wt..rc uuhorcd out on tJu gl'' sa enclosed porch 

wb .. n ,;, nrrivt d . Uo tv-.d bocn t.t.. ... r& only:-, ! Gu m:1nut£s \1h(;n Sccr"t .. ·lry 

Hull < nd s_crct.,r:f Knox c: n. •n . 

lOr . Stimson ,;ot riul•t dC»m to business. 'Je offtci~l: of the 

Od~nsc ,'.dvisor:• Col'll:li•sion Md the dut::; of • ensting in tht oob>li-

zt'ltl.on or i~rn.aic:m renourcC'V for n~ti.on~l dot\ nac. . But. l'f · ... ~so hr.d 

:\1\0th< r duty, llr. S t1 l113nn stlid . Th't ·.ms w lldp n:obihzc tht thl.nk-

1ng o! tht"- l..ot.ri.C' r\ people for· :: gr-~:tt t. f"fort. . 

t.~o~ht th• t nc should t..· t.>lJI •~"'- :>! tile d<t.'\l le of tr.c rc!lorW fro<> 

obro~d on 'lfhic!t IOU:lbLro of t.J .. :.<bl.nist.r' tion b" et d th 1 r •·o.mincs 

to th< : .... ric·.n ptopl< or t.hc ~r<•nn~ d'"g<r to our country. 

S"crct.~ry Hull btSM by aivinc IW c. clc1r ond forct ful lliCturt 

of t.r.. tcrrl.bl c posoluili tico which h.•d c·u9cd lu. • to " "Y to t h: 

.. ~ri.e:"'~n pcoplC; ·~ month tx!"or'"' , th'"'t " U'I-<.rr. c .. n ~ nothin~ lll.Ort: 

o "'.ndt rous ! or our n. t1 on th.\ln !or us to 1.r.GUtW' U't" t th ~v:tl-mchc 
o:' con:;uc. st. could unch r no circuostz.ncc.s t\ rch "mJ vt t::l f!Ortion of 

thts lhtai.spjx.. rc . . " lh: Jlf"Z:\5 ' 11 rc dc !'ln".'kl;.' t:mt to don1.n."! t.c tR: 

'r.orld . Hitler co•.u1t-1U on !3n.tl~n surrc.nd\.nn,· t n t.'K. ~rr:nu: of l9Ll; 

~h. n Gon>"1MY • nd J"r·•n w ulJI t 1kt Oll th• u,1 t <U s t: t; • tog< t :•er- ~h· t 
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in t.hi:: Hcminphorc , one on either tJidc or South J.ocnc"\1 or even .:tt 

th P~nnm"\ Cr.nnl . 

~n !l:r. Hull told us Ids vi 01'16 on till' oituntion in cnstcm 

Surop.. . Ill. tlcr h::d a milll.on ccn on th~ kWJSi ".n Iron tior trying 

l.o for<:• thG Sovi~ ~ to 'cquicscr in ~"llt'fr Ordor" in Europe . !Jr. 

!iull did no t trunk thi• eould hnppcn . On tJv cont'""ryt thLrc ;r~.s 

" "'"l hope of ~si:! st.".llding •d.t.h tht Unit.cd St.,tcs in fi= oppo-

s1t1on t.o Gc!'U".ny. In .:;)outl'lc::-.stcm bw-opc. , the si tuntion lrn.S very 

,,...,., , llu."aollni'S ntt,ck on Gr·;ccr. Yrould prob, bly bog dOI'm CO:.lplttc-

1;;, but Hitler \'IOUld cvt.ntu~ll;; r.~ovr do1.11 throur,h the 8'\l.k-,ns i nto 

Crr t.\.Cl rmd b:. 11 hu1 out . No one could ! or t. tc 11 ,.,horo Hi Utr could 

l,t ctop)'Cld 11h<n ht s tArted l.o """'' in Ul.' t direction . 

llr. 3tl roon "nd Colonel Knox boekr.d up lb· , Hull •ri U1 U1c ri!i.ll­

tllr;r • nr! n•.V"l d• t..' ils th:•.t brout>ht U1r pic t.uru d01m ~o the nctu~l 

m .... n , pl·.n"s , t: nks, guns ·:nd ships. 1nvolv(.d. OUr oost imr.Edi ":.tL 

drtngt r ti"O til: loos of Brit.·.in ' s s o· po~ ·cr 1n t.."' .. tlr.ntic , · nd t..'lc 

cruel. 1 hour tor Brl t.-un, J:r, S tuasm tho..a,ht., tr~s "\bout. rdnt. ty d~ys 

ay. ..ft. r tlr._ t , 1. t. n"..s "-"t.r:.t doubt.rul "':'h"'t.hc"r thc:r could hold out 

•J1. t.lwut. t.-hf !'iro .. ssut""'.nce: of grt ~t. naounts of u" tcri'll "'id froll this 

country . nnK ll.f• - lin<.: fron tht Uni t.<.d SV't. o''--tll"".t. n"~S Britl"~.in
1

S 

l ·s t hopo . 

'nl~.n tht. Sccr o tr rics L"'lid 0\1 t. f\0 "D6i JVIm<.n t. for tho D t."\ff o r Ute 

De.£• nth •. dviaory CoCIIID.!lSion . 'I1k. Oov1.. rnm.nt \ '\6 doinc its bt.s t to 

m: k U\. · .. ':\er ic n pc..opl \o :\\i:lrt of ttl. ~r"l.v' t.hr v"' t. to our n· tion.'ll 

3'\! "' t.y, "'nd 1.t. .·"" fl up t.o us ~ "'xpl"'ln it.~ Ul buain(;SS uorld . 

ht.h .t • •• v. r~ll .i.'\•Ti::t"l.n, 'iilh":.a B t.t., John 811w· rs "!.nd othl r 1 ~.d-

--.. . 
~~ ~ - ~":!"==-~~ ~ ............ _~ 
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1ng·bwrin\t:s!"\t'n 1n ttx Oovcrnmtnt, \:c;. got to nork l,tcr th'tt. sMo 

• ft.<.rnoon . 17L ~rr"lngcd ~d.ings vti tl1 th• ortic~rs of tl~~; Unit ed 

S~'t.<.u Ctnmbcr of Commerce ~nd otht r buel.nc~e orgcmizr.Uons . 

Doa-\ld Uoleon '" nt out to Chicneo to tl•lk to hie business friends 

th, r< . Knuds,n '\nd I cot >11 t.1 industril\l 11 • d<.rs from ~u over the 

eount.r:; "nd urt;t.d on thto t!x cruei:.l n:'-turl or our poei tion . 

1b country H \.5 fi_n.:.ll:; Ca:nno to "'rprrci ... 'V' thr iocrlnrncc 

of ll'lc tllr<.' t to IL• if Brit''-" sh<>uld coll•pse . Bu~ ~ pl::.n for 

1.' tUn& to h.r the r.ms shL nocdcd h'\d still to be. "gr<:cd upon. 

uh..n the Prcsidcn~ returned froo tht. C.orib!J<."n on D<c .. oocr l6tn, 

1940, h(l \t''S rt'ldy to r!lttk<: "t propoD 'll to tho "•r1C1ll p\ opl c . Kc 

outll n"'d 1 t !'l.rst .•:t lns pr ... as conrrrc.ncc.. the. nt xt d·~. :,· . To the 

rq>orv rs !Ar. l(()osavr,lt lnid dO\'m uMt l1< took to b.. tho olcrr policy 

of tho Un1 ttd St"tc.s , " There 'u ~bo<>lut .. ly no doubt '" tht mnd of 

. w.ry OV<r'llhnlmins numb<r of .'JII• rl o'J\" Urt the bo:.st i::>Ocdirt<. 

dcfrnst of tl~~; Unikd St,tcs is tht. succt us of Greot Britoin dcf<.nd-

lni) 1 tcclt; "!n:l th"lt, tb:rc.fort, qUl u n.aith froa our historle ·n:d 

cur~ nt. iut.. n..st. 'n tJ~ su1"Viv:1} of dcnoc~cy 10 tJ~ T:Orld :- s "nholc, 

it 1~ cqu~lly importlcnt froo -. 01 lfish point Of viC\~ ' nd Of :.::>erie<'.n 

d<.f• nso, t.M~ "" ohould do cv";rthll'l:l ro•olblo to hdp tht British 

ll:lfl\ r.. to do£wd itsLl£. " 

II ru:Undcd th con.ft. r cncr tlr t no J.njor w"~r i.n ,..11 !tistor:t 

h'\d cv r brcn vou or lost. t>-_c· u:h of '1-Qm.:r. In 1911. t!r· h·:.nkc rs 

h"'d ·11 "~ Snun:d u& th:-:t tht. 1:~r ,;ould prol.."'.blY uot go on for more 

1d t '
. - o\o... tt""-,<r· · ..... s t..!a bc::;t.. teono=d.c b nk~ r!J • uu :~t.op i \tl t.un ;:ji.X t.o:.w.-. . 1a 
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or•nlon in th: 11orld th::t t.:>:. con tinUAnce of wnr nas nbsol utoly 

dqx.ndrnt. on 1.10nc.y in t.i1r bank . Hell, you IUIO'.t t~ll."\t hnppancd" , 

ill RoJ.d . 

'' !~o-.r , \f )rtt J 1m trying to do 1~ to cl1J,11n·tt.G the dolL1r sign." 

T~t t. "·"' t it Jv rt .')!" the proposnl . 

'!'.,n t:> PI\ sid<nt oxpl<lnt'CI hie colut ion ln Bimpl , tcms. 

Gur *""tC t.ori.t.s -.rcr..: ~UJ-ro.nb ott uwutionn . ·~ British Ttcrc buYlng 

snot;.ld !tt1l'~ 00\1 on plu::::t.C ~11 t.'tll contr· ct.:: for r.runitions to be r:r.nu-

t1'1t.. llnl
1 

\fi.. \'O\lld uz c. thun oursclvc..s . It,,.._ detc i dod t.h:.t Ut::v n ..-ould 

b~o. tlUI'• uu~.-ful t.o the. dc·!'unse of t!'l Un1 t.tJ:d St.'\ U o i. f t.h~y wer e used 

" <1 thcr l rosc or sell tJt~ "'·.tcrit.lu, aubjcct to mortg,g<, to th: 

I"' or-l.t on t!L other sidt.1 . :: 

"l'!tl. u f tns•. o!' t !-=. United S t.. .... te a" 1 Jld no t. dol lr.rs, .,...- s h!.ncr -

S tor;: o! f'1r1 l n 1. nd b!lb.lr 1... ·~onth. -JVS U'lt l cv.n o f .., g-:.rd<.n hose • 

L. nd-1, S<"= "'G n \'ClJ.O!'l for t..'Y dt..ft na" of ow· vi t.·l 1.nt.....r• sts li-d 

\.(."'M rropctH. d to t he .'.rllC'r'l.C'Tl pt;Oplt l.l' t. v' n' d~y ,:.p.:, ric "'n tlrns . 

'l\"• lv. d"'Y5 ~ft..r t.:11.. rn.ss c:cwft r <.IIC'- n fir,.,sldO ch-"t on 

n .. l \ HY .1 th.f ,.110C ,., .. s -: nnounc t.rl . L. t 14 rn "'Hd J.~ !'.1811;~ ... J bug· n t.J rour 

1ut.o t il mu.~ Hou.so frol.\ pnv ·t< ci ti:• na '\ll o v•. r th\ coant~· . t:on t 

.Jt t~h.til told 1..:. Fr e::n.dt.nt. t~-r t ....... v<: r (. ~H t~r ·tv, d ".ng r; ttc t he 

------· ~~-· 
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•• foty. .• r. rr honcsUy <xprcvscd th e boliof--incr< nslngly diffi­

cult t>llold 1n the f a ce of thu to.cts --t.Mt ~u this t:.lk of dnn1,cr 

~J"ln nona\:nao 11nd t tr t wo need not concern oureolvoa vii th ci th(;r 

ii\ t.h:r or thl. Jnpnncse \~"tr lords . 

Ono. t<.lcgr'"' 11l'd.ch ~rr1vcd ~t thc \'ll\1. tc House, hOI'tovr r, m•dc the 

Pneidtnt r.ngry. It did not deny th.'t t.l•u·c ""' d~ngcr . It merely 

'ok .. d hU. to n top d':'tc lllng on tt.. dr4>g r. ..s h.J o>id in l'd. s fin:­

sld, cmt, •1h r;is t of tint tclc&r'lD ""' ' ' Plc,o< , llr. PrcsidUlt, 

don • t fr1,;ht.o.n us by tc~ >IS th< r'cts. •• H.. could not rtsist 

' •l·p 't such t . .'n.nkin1,1 . "Fr:.nkly •.nd dcfinltclY'' , he s '\id, •t.'x.rc 

lu d'nc"r •hcnd--d'U\gtr cg>inst >7hich •;•· mUDt p!"'.p:lrc . But"' 11<ll 

knu\'/ t..h'lt \'h c· nno t ~..sc."\pc dong' r by crm1li nr; i nto bed '\nd pulling 

th• cvvc.rB ov~,.r our hc"tds .'l 

. • most of th•. n>..SS!lgco h·.d •sk<d hi.o to do, th e P" sidcnt ZJ:Oke 

bluntly. I: Bn t-.1 n should 1;o d"'"' • he snid , "•·.ll of us, ; n nil th.J 

•• & ric"".s , \oould b... .. hn.ng "lt. thL poiht. ot ll gun--"\ ~un lo;.dcd 'Od.Ul 

... xploaiv, bull£ ts, \:Cono::o..c "'S wt.ll ~~ u.il.itr,.ry . no oust. prowct.. 

~rus :md uli"'J'S \•ith ._v.._.ry t,.ntrcY tnd n..sourc"' ,., c·n co::n.".ni . • 

n. n tA J>r< sidl•nt SUWLd Up our nr t\Ont.l J'OliCY in • WOrld 

r:J "\C~l't9SiOnl II ';/~ tJUS t be. th• f)l'\_!l t .'lT3c..nnl or du:.oc~cy. n 

.• ""k nft cr Utt. fin side ch'ct on J ·mu,ry 6 t !>, l 0 41, th.. Prts1-

d\..nt ch .. livLrc.d his :mnu.'\1 mo~V"W' to Condr•:us on 11 'IhC St.1. k. of the 

Union . " 

•tt !'ind i t unh' pp:..ly nc.ctsa~r:l t.o n.port, 11 ht ~1.id , " ti~t th..; 

"\at'U\,. .. nd the s· ret.~· of our COWlt.r!( .. r._ OV"'rYhtlrongly 1.nvolv d in 
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it.)' .. .nd tho !'undo nccoss:1r.,· to m-n u!:tc ture •1-d<U t.' onl\l w .. nponc on<1 

ll'r ourpl1C8 to be b.lmcd ovor to those COW\tri ca nc b.loll.y • t erips 

\d. th tJk. .·~xis . 

;,)J,,o•1- '~ soon ~" the President uot bnck to the 1"/hi t.. Hous" 

fron the C•p!. tol, s,cr<t· ry l.!ort~cntl>''u •nd ;: , IJ . Foley, tho, <kn<lr"l 

•O'Jl'I•Hl of lilt 'l'rt.h&w-y, e·~lcd on lnm to dis •~• n proposed bill 

to c rry out. t!tc poliey or full nid to t.ir da.ux:r~i"a . 'I~ lAll 

!1 t t. dl first d r "'!'t.cd four d"i)"S bcfor<. by Osc~r Cox, .. 1:'\inc 

Ci\.y Corpor"'tl.on CounsLl's Ol~I<~c, . H. hn.d norJa."Ci o~ th... problccs 

ntlc.n t.o Dr:ltrtn . lr.tcr th.'\t S\ll:lfJ(..r, ho Jrd du1~ up tlK. old 1::'92 

.. ft< T Cox prc~r-< Q tJ1.c !irnt <ir ft. of t.!-... l...nd-l..c. "..:iC Bill, f 't. 

t:•' dt t.cu:;aod ~rd. rcVl.S"d- by S<tefft. r)' LarR'"nth"\U !:_d the rust o! 

u~, Trc sury nt·-!'f : b:r Sccn::t:vy Stt.zon, •. :JSifttl;nt S'-ct"'l t.. .. r:r ii:Cloy, 

·ud o t.'><.r :hr Dcpnrlla nt of!\ci~ls; \Jy S. Cl"\ t'r:• l(J'Iroc: by S•cl'<'t.,r:; 

liull -:nd :rts L. tr·l :.d""i sor, Gr,·rn H.1c~ort.!1 ; by .'. t.t.ornt:y O..:r.cr: l 

Jt~ckt~on; by nw Coh(n, *0! by rn:•ny otht:rs--i n -; sori\..s .:Jf d~1Y ~nd 

mt:,ht. di.&Ou,:jfd on:; ruld dr · ; tlng scssjonc . Cont;rc:ution:-1 lc·~dc. rs­

::it..tl' to1·0 Br.rkl,:.ooy, Ot:ort; .. , Connr.lly :- n.t jhrriovn, Sp.:--ku · il"'yburn , 

r.t f"Tt :l<ntr tivt.u JCCom~ek, Bloa:~ .. txi Lut:Jw r Jol.nson.--vrc..ro c()nsult<d . 

B;; t.hc: tj u.;.. Ulf tn tl \"'.·.s l;r:~ua:tt t.o t:h Prc..al.dtt t , it .._,. !:> jo1nt 

pr"Cuct • , ry di!'f'"rrnt po rsons . •. nc..-: .... ck , 
c: .. -:'-(c. 

-------
' -~ 
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of phr·•oo c•LlO ou t of every discuss1on . 'lho st.-!! of the: CongNss­

jon•.:L 4 (liel.,ti vG Counsel wor:kcd lone hours getting Ute l.~gu,,go 

in tiM. b<.nt posdiblo foro . 1ho TrMsury lwyvro 11orkcd l ong hours 

cao rdir•' ting nnd reconci ling nll the DU[l8<0tionv th.1t hr.d bc'Cn m1de . 

The President r a1d tnr Bill sl0\71)' · nd c· rotlllly. l'fll61 hn h•.d 

finilhod hL sr.J.d t.n-:t it provided for t he '\l.d which vro IT.d pra:rl.scd 

in U• COO t di'""Ct •Jld cl&<'JI-<:Ut f o!lion poSOlblc , He. '"ntcd j t 

brou1~ht l:t\clc ID hL. -:s soon 'l!l poGSibl" llli tl.nlod by Sccrc to-rtes 

Hull, Stl.~on , Knox, by Ur. Knudsw ·.nd by S<.crot.ry llorgcntle>u 

'llu. next d·•:~, Foll.y :<nd Cox stnrttd :.round '~nnhingiDn. for finr.l 
' 

clc"'.r ''nc t on tlt Fhll . 'l'hcrt .. \tna rn other r.pid aerie:. or conf erences ; 

., CC\'• IJlOrt.. ch"ngcs norc m.".dO by tty, SW to Dopnrtm(lnt :1nd th~ ~hr De-

P' rbJcnt . But by five o'clock in th<.. r rtrmoon s ... crtJt..1.r~: Mor gcnth.'\U -nd f'olcy >1erc l>C'ck • t th: 'lhi tc House \'11 th .• J)j 11 \.h:'. t cvr r yonc 

'li"-Cd on ; it h.'d ,n tlu. init.h ls th Pr< oidcnt h-:d ·.sk~cl for . 

"'ftdD b '1 ro•lly f •.st pice< of :ror k f~r ·:·shington, • th~ 

P'""aidcnt ,. 1d •ri t h ~- grin oo th dnft """ l"ndcd co Ida; •,m 

I 111 not one to be outdone . • lie rnd t.l~ Bill tlll'our)l c ·rc fu.lly, 

· nd •skcd n fr:v; mor. qut•stl.ons , ".nd IJ>on 1ni ti 'l<d 1t hlr.tsclf . 

L'\t.c... 1.11 tl \1 r.!'U.rnoon t\10 d'Y5 L'\tcr, t.l""r\J v.•l'\s "\ tin:"l em ­

f< rene• •rl..~h mcr.1bc r s of t.IK. C:cbin o~ ond th< C<lOigrossionc l 1<>-:dcrs 

't tt• ':hl.tl. llouno . .. f tl..r '"' l~.rl nod tho Bill r.:Loud, t11c Prtsidont 

Ill" de <•cvcr 1l tl'J MGS cltcr . Firs i,, t.hcr• chould oc no lim t tn the 

.. c ~ l tsclt <'II ct.. •noun~ of •id Ill' t could b, ciV<Il to !orcl.Gn 

:' mlri"• . Tn• fT.TOp-,-.tio:ts ··:de.• ~®ld b ...-:-k""d for !l-or t.i.tx. 
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t.o Uac "" .,oncy """ naedod '"'uld lim t expe¢1 turu 1 Thg .\ c t i tscl!, 

hQr'~vt.. r, should cont"Un no Do'txiuur.l. '!hie r.na M t.=crgcncy; nc 

could not tell hm• 13UCh .. \d lfO nould !Jio.vc t.o give M:nor " t.ho.n 

'·< could pr odict tl>C' course of the \l".r . 

1h:n on\ of the S"W\ tor a s r.irl hr. w~s worried :tbout ttx: rro­
v\31 on in the Bill for lcnd-lc".sing !.rmy or lh vy mn tai, l .,lt·.: -dy 

on h· nd . ·~· this ~c.n thn t u~ could civc Brit'lin the B>ttlcsh1p 

___ _ ?• he :.skod, r nd tv n•.ocd tlx. ship c~llcd •!tcr his o•m 

st.'\ 't4. . EvLryont; l·•.ughcd , but. th<. point "t"'9 i~:eport:tnt.. It 't""l.S ~ 

q u. st.1.on th.'\1.. ,,,. ~a to br o.ck ... d ovc.r "'.ttd O\'c.r :1g11in dunng the cooing 

Month:; . 'I'ht. t~nsuvr \r.s nl\.'1)'S tlx. 8ilt.lO. Uo one h'ld T'lllY intention 

of Giving ClW~Y ~ b.' ttl, ship . Dut no one could possibly !orcS« ?lh• t 

· :ould oJc 1n our best 1 ntt.rosts 1.n UK oonths to co.tc. 

"Tlkc ,...n UClDpl! ," s •,jd the. President.. "1 t. tn.~t. be o! trc.. ­

:-otndous 1.np0rt:\.'lCC to Ul. dof nsc of Chln!'. or Gn:<cc 1f Y:c could 

t.rkf.. ni.rpJ.: n(S off OW" C.,rricrS :.nd D;,• thtn t.o those n~tS Oi S. "1t 

could r \ plc.c c t hl:..n for our a.m usc J.n n shoa· t. a~c(. or t:ux. . By 

1:.· king thna "'l.V:tl.l:\blf no j to countries flchttnu w1. t..h thd.r b."lcks 

t.o t.'" >."lll r:c •~<~uld h• lp th..m :'.nd help oursclvt a t<>o . One<. you 

· ~· r~ cxcludin& thtngn rrca this Bill you "'" bound t.o <nd up for­

bi.ddln& sax thin& ;.111.ch ·•• ui.ll find .,_ f t.· · nonUu !'rog na., " t s;,lutL-

ly oust b... da-h. for our ~~ dtf~ns~.. .11 

Fln~lly, til< l't"<a1dcut cmph•.si zrd speed . 'fhc Bri tiSh l" d b<cn 

forc ed to stop prr cUcnlly ,u contr'>ctiu~, •nd c rdcro for d~liv .. r y 

i: . 1 tc_ l tl/,1 '\nd i n 191.2 em:st. b, pl·.c:~d v ... r;t !'!')On. Th4; ':"' r ·. ·oul d 
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not "'" t r~hilc wu d<.b~tcd • 

.• t noon thu next. dny, J :m"'"'Y l<''h . s,r". tor .\lbon llo.rklc:;. 

introduc. d the Bill i n the Stnato , Md Rnprcscntntivo John UcComnck 

1ntroduc'd 1 tin tho Hou,so . 'lhc Clerk or tho Houco of Rcprcscn t.~tiV<S 

s t "..::p<:d it m. th the number H. R .l ?76 . 

' 
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CIIAP'TE..'! VII 

7HS LEND-LEASE DBBATI! 

The debate on Lend- Lease was tho final stare in ~ running 

national debate that had been Boing on in the United States with in­

croa:>inr visor since the fall of Frmce. 

!n countless speeches, in editorials, in magazine articles, 

in reoolutlons adopted by organizations and 111eetingo of all sorts, 

ou:- \o!Overtr:ent. was urged evet' tilOTC insist.ent.ly t.o increase aid to 

llritl1n and the other nations battling tho Axis. 'l'he "comittee to 

Defen1 Ar.orica by Aiding the Allies" bad teen foJ'Oied to urtl" a full 

prorrmu of aid os li necessary step to protect our own oecur ity . 

On the other side, the "America f'irst COMittee" insisted 

thot our notiollal safety r1ao not endan~erod by tho war In Europe and 

that wo should take no steos to h9lp either aide . By rear=ing ourselve s, 

they eo.id
1 

\.;e could secure the defenses o! the '.Ve!ltem Hemisphere even 

if all th~ .root or the 'I!Orld fell to the Axis . lnnumorable other groaps-­

• ....all nu.,ber of thee tied u;> with Axis propnz~~t~dlsts, but the great 

llajorlty c«<poS<Id of loyal , sincere M:erlcan c1tlzans--were fon:ed to 

fight the poli~ or aid to toe nations battllnf the Axis . 

During the late sumreer of 19LO, whan the destroyers- for-

bases exch4n,e was under discussion, the de~atc rose in 4 sharp crescEndo 

ns l t bocemo focused on this s:>ccific propoool. When tho tran•fer was 

1\nolly ~ode , it was cloar, I believe, th~t o majority of the American 

peopl& approvod , ilut this 1143 still not ~ cloo.r-cutd!cision on the 

bosl c isa•Je of ou.r foroi.,., poltcy, for no one could deny that we had 

racelvcJ on enonoous l~ediate benefit Jro~ the exchaneo--o long chain 

or no••al ba'u protecU~r our Atlantic appro3ctes. The issue of all-out 
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ad t.o l!rita1n, Chin~ and other nations ldth leas !.r.mediate and tangible 

benefit to the United States r.a.s still to be thrashed out. . 

Ourins these months, 1 must confess that I wao sooetimes 

puzzlod by t he olOYI pace with which we movod forward in our program 

of aid to Britoin , China and the other nation• battling ag~ession. 

I know, of course, that i t was the subject of violent controversy mtong 

the A:r.erican people, and I also reccifllll.zed tho natural desire of respon­

sible g>ver11:1ent 'officials to move slo"ly and corefUlly into ne•,• uncharted 

fields of national policy . And yet, at times, it seec;ed to "'" that the 

Governr..ent lag'!"d behind, eve.'> after a oajori ty of An:ericans were ready 

for action. 

Lookin~ back no~ froo the middlo of tho war, 1 think I can 

understand t he baoic reason wily v1e had to movo slowly . In a dO!'i\ocracy, 

a mord majority 1~ not sufficient foundation when drastic and far-reachine 

action is necessary t? pro teet the nation in t ilr.e of peril. At such a 

time, the poo?lO as ~ whcle cust stand solidly together ; they cannot 

defend their country M<l their liberties with eharply dovided counsel. 

Thus, o bare C&jori ty waz not a s>ffieicnt basis for the destroyers- for­

bases exchl:\&e, and even less so for Lend-Lease 'ix nonths l ater . 

The :tajor i ty had to be so stron· a'ld so dete,.,.,ined that t.he 

will of the cou.ntry 71aS urJDistakable to evory ci ti7.en r egardless of his 

own views. To have acted suddenly without thorou~h discussion mi~ht 

havo left a dGnKCrous clen vage ~ons the Amorican people at a tine when 

unity omonv us was more 1m9ort•nt th"" over before . Deys and weoks of 

fUll ... ,d open debate \Tore needed oeforo thoro wos that solid basis of 

l.!r.it¥ in the c.lnds a.'\d hearts of' t.he people neces:sar; for the t:o!"!entou s 

st.ep .,. were about to take . 

•• 
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This is not tho c:ethod by l'lhl.ch a dictator builds an an!!iY for 

a~l',l"es:oion . But it b the method by which the people of a freedom-loving 

nation unite behind their leaders tc defend themoelves aaeinst dictators 

and eventually create the overwhelming power necessary to crush them . 

At no time in our history have these processes of democratic 

discussion had fl'eer rei!'l'l than in the debate on Lend-Lease. it was as 

1f the whole American people 71ere thinl<ing out loud . I felt then, and 

fool now, that in the process ne as .a nation eleored up our thin!<ing 

about our place in the world. lie were able to take a fl'esh inventory 

or oursalvu, of our past and our future . At.d then throu~ our de:><>cratic 

proceosao , we fl'cely made up our minds on the part wo had to play in the 

atfairs or the •::orld 1/ \"i'e rtere to presorve those democratic processes . 

The national debBte on aid to the damocrocl es come int o 'ever sharp• 

focus •11th tho President ' s story of t he gordon hose, the fireside chat 

rlth its plodse of the "orscnal of deoocracy", tho address on the &tate 

of the Union. Then when the Lend- Lease Bill woo introduced on January 

10th, l94l, the issues ""re definitely drawn. !"or H. R. 1776 proposed 

both a broad principle of forei~ policy and a r.ethed ror r:>aldng it 

effec~ive in a world at wer . 

The principle -.as conta ~ed in the words definin& "llgibility 

tor Lend-Lea~e aid- -"ar'\V country whose defense the President deeo.s vital 

to the dofen8e of tho United Sts.tcs. 11 ffhe word "vit.a.l
11 

was the heart 

of tho :nattor . To favor limited aid to tho allies •~ an expedient de­

vice for saving fl'iend.ly nations fl'c:> conquoot ~tas one thine . To decl ore 

thlt t.he dfttense of those nations was "vital" t.o our 01m national se­

cu.rit:; wa5 quit.• a."lct.h~r . I.!" we ado::.t.eJ t.he bill with these ..rords, we 

"":ld, l.'l effect, <!eclorc t:Oe intordepende~ca of tho k:erica.'l p<>ople "ith 

'I? 
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the other J'l'oedoo- lovine peoples of tho world in tho face or Axis ag­

gression . ile """ld recofP1iZe that adding our str eneth to the strength 

of our friend• was our greatest hope of pr eserving this nation under 

those principles of American f aith establishod in the Declaration of 

Independence and the Gettysbur g Address . 

The method proposed qy H. R, 1776 was o logical one for carrying 

out tl'.is prine!ple of foreign policy . The Bill ®t.hori•ed the Presidtnt 

to •sen, transfer titlP. to, exchange, loue, lend or othenrise d:ispo"' 

o~ any defense article ••• • to Mf:/ nation ,.,oso defense he found vital 

to tho dofense or' the United States. As arms m'lllufoct~red in this cC>~ntry 

come off tho production lL~e, we ~~ld decide Where thO)' e~>ld contri ­

bute most to our socurity . If they would do oore aood in the hands or 

011r friends thnn they r1quld in r eserve hero at home, wo "ould transfer 

thE!"' · 

"The benefit to the Uni'.ed States" in return for these trans­

fers, tho 8111 provided, "mey !le pa,)'l:ont or ro;>...,ent in kind or property, 

or any o~her direc~ or !ndlrect benefit whlch ~h~ President deens sat',. 

fac:.Ory . • This provision'"" P'-"-:'OS'>ly broad . The groatest i=ediate 

l>lnefU to us, of course, -.o il<i \)-, the use of Lend-Lea;;e weapons against 

tho a~rrossor nation~ . Beyond thst, wo woul~ expect nations r ac~iving 

Did to assist. us in other wt(/S, l1Jt .. he cO\U':IO or events alone could de­

te~ino Ylhat form thooa benefits would tak9. 

In order thnt tho Prgsidcnt mirht act quickly enounh to m.et 

tho swift developments o f the war, w<.de di•cr~tionary author ity was de­

lJ-ato~ to hh qy th• bill, r.d w~s to nar.:~ the na~ions Ylhos• defense 

r.a · vi •.al to t.~~ ·Je!;n3e c.! t~~ :tnitc:! !>t~tes . .Ut.!Un the l~.its of 

Ccn - 4ss1o:al I""Propriations, !':.9- '!l'as t.Q dec!.d• whc.t. ar::: "L"lC ~~l".e 31 Y?lies 
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~o~ld be transferred a.~d 'llllat services ~rronr.ed . "<<d it was let t t.o 

hi& to decide ..,hat tho benet'its t.o the United States should be in r eturn 

for tho a1~ we rendered. 

Tho Bill roeof;!ized the t otal nature of this war in i ts broad 

dofinH1on of tho "defense arti cles" which migllt be transferred. 7/e 

could lend- lease weapons of all typos !or land , son, or air 'Narfare; all 

types of transport equipn:ent and ser vices necessary t.o msintain lines 

of supply stretching thousmds of miles ; tho ~~>&chines, tools, and raw 

:~aterials required to m:qnta1n production of weapons in the factorie s 

of O'Jr allies; food and the t:eo:ns t.o produce rood for their soldiers and 

t!Jeir -::ar workers . ••e could repair, bunker, and provision i .n Olll" ports 

311d dry-docks tho warships and caro;o vessels or Great Britsin a.~d her 

alli•JS. "" could make available the de:rtgns of cuns, of airplanes, md 

«lY other now weapons we had . ~"'\d under t.he 5ame power-''to comunicate 

any dofonso 1nformation"--we could t roin pilOt!\ gunners, and mechani cs 

horo ror ~he oir forces battl ing tho Luft,.nffo and the Japanese Zeros. 

Thoso wore tho esoential features of H. R. 1776. 

Tho formal hearinns on ~he L<n d-Lon&o Bill were conducted by 

the House Foreico Affairs Co~ittee and the Sen4te Foreign Relations 

eo..l.tteo. 8\lt the debate •ent on all over the co•mtry-~n the r adio, 

on &t.reet. comers, arO\U'I:d the s tov-e5 in country stores, at :irangoe and 

ll<>tary Club ond labor union meotinfs, in college rooms, and in the churches. 

Tho nawspap•rs th~t streallled from tho rotary pre,.•• of tho great :netr o­

poli\an dailtes and those that dropped one by ono !'ron the flat-bed 

preoseo of the little co,ntry paJl!l r o, al1ke carried aditorials , colur..ns 

o.o I l&ttor~-to-thc-edHor aboat Lend-Lease , i.OMboro ot Congress found 

tholr cnil flooded With postcards, letters L~d reaolutions fro~ individual s , 

cb.trchcs, clubs , as!Dcietions ~"'ld co~itt.eos . The people cade theDselves 

!to'U"j , lnJ tt.e1r opinions -::ere road into the Congru•ional Record. Every-

7 I 
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bo:tf counted, as tho Congresnonal Record shows, f'rool the firemen of 

s~·.tion t, in hl.toona, ?4 . , to the aaobcrs or :!r ange No. lh90 or Oz!Dikie, 

K"Jl . 

Ao th weeks pas3ed, it bopano apparent that we were divided 

on tho isroe of Lend-Le'"e without r egnrd to party , profession , beck­

l"'ound, or creed . Among the collogo prostdEn ts--Jlll!1ea B. Conant of 

Hll!'vard, soid th't "our only hope as a froo pooplc lies in a defeat of 

the Axis Powers," while Robert U, Hutchins of tho Uni vorsi ty of Chicago 

said that "the A.'lleriean people are about to eom:~H suicide. " The 

r:~tlonlll Student Federation of "ceriea rallied \n S'•pport or fUll aid 

to l!ritan, l'hlle the A::erican ->tudent Union held largo protest .,.etin<;s 

azalnot the Lend-~a~e Sill . 

'I'hrourhout. the labor or~ani:.at1ons of the country, there were 

shlll'p diviaiono o! o;>inion . I n New York , J'or ox,plo, the Administrative 

CO!:.mittoo of the American 1.-abor Porty formall,y endorsed tho Lend-Lease 

Bill , .:hno the Cre ator Ne~< York lnd•>::trlal Unton Council called it "a 

war-dictatorship bill." 

Bueinussmtn , too, l ined up on oprositc oidos. One of our 

1Nh3t.rial t.sts, Emes~ 1 . ·.teir, ,'f\o h!1d fou ·ht. ""a:ny bl~ter b11t.tlcs over 

ttY.; :lovern..,..,t ' • ~ocartic pollcie>, announced himcolf squarely in ba.el< 

or tho Preoida>t' s aid pro!:f"a>• .mother bu:Uneu::an , General Rober t .!. 

••cod, Chstmon of the Board o! ~::u-s, "oob>ock and C""pllll)', was the hood o! 

tho "America Ft""t Comittee," • poworf'ul forco agalnot Lend-Lease . 

Buslnosa aooocintions and councils ell over thu country passed resolutions 

on bo th s!do• . 1'hc ch•>r~hP.s ond . the votcr.'1!>• ' croupc woro equally divided . 

Amon~ thu eo·.tnt.ry 1 s ex-pres1d .. nt.1al cGndidatos , Alfr'.!d E. Smith, 

J«:~es ~1 . Cox, J~hn .• • Davis , and ·•endcll ·•illki' oupportod Lend-Lease 

"''!!Ue Alfro!l Londo:> ;:.~d 'lorman •h,.,_.,s stood !imly oppo>otd . ··-erbert 

Ecov-;.r, t.ho co~lr.t.r;: 's only living ex-President. was ar~l.nst. :.M bill . 
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!'l1Cli'I~S "• Dewey ""' ol•o aeai:IS~ it, while \lovornor li.rold E. Stassen 

of :.annosota sel.d , " I shall s>pport ~he Bill o.nd boliovo it should bu 

pass~d boc<'l!se we cannot havo two foreign policies." 

It,.,. in the -.~ashinaton hearillg roOllls of the Senate Cotmrl.ttee 

on Foreisn Relations and the House Co.oittee on Foreign A!!eirs that • 
ell thio debate !inuly contercd . To theso bearillgs c•e a.s varied a 

succesoion of witnesses as Conrross has ever asked t.o givo their opinion 

of o pond1nr, bill . Tho Administration's first team was mode up of four 

oo~bor• of tho cabinet- - &ecrotary of ~toto Hull, Secretory of the 

Treasury Lorgenthau, Secretory of Nar Stimson, and Secretary of the Nayy 

lCMX, ~"" Dcolocrats and two Rcpublicans- ond .¥Ul1ec Knudsen, who had no" 

l>tccoo Director llenor:>l of the 0ffic9 of Production "anara:ent. 

The list of other witnesses r"" the ga::lllt rro:n """e or our 

most nble and experioncud public loaders to S>mo of our extremists. 

Five foroer United Stntoo omba3sadors appe1rod . Thoro wer o three ex­

ProsH!II tial candl.datus. •lhen tho opposition cdlod Ocnoral Hugh s . 

John:on, th> oajority eountor>J "lith mot!ler colur..nist, DorothY ThOlllpSOR · 

Colonel Ch1rles .1., Lindbo>rch ••s brO>Jjl~ forward as an QP!>OS1tion wit.­

neso on oilitar'l· strat o':)" ill "" a'.t.e-'?t to offset the test!..oonY of 

Sceretnry StL~.son t<l:l ~er·•U"Y 1\noT.. •here r.ero distinguished in­

telloctual loarlors like Pr·e"ident Conant and Dr . Reinhold Noibuhr and 

there was Oorald L. K. Smith, then Chairman of what ho collod the 

Cc~ittee o! One, Yilllon . There wcr$ profes!D rs, labor leaders, 

oconooists, husinco~n, college presidents, min1oters, r etired anny 

of ricers, and p-1blic fi~roo of all liOrts. 'ibtro were chai mtn and 

TCI;'Jro-:svnt,tives of o. l ettton ot ••cw:.n. ttecs . " 

At ti~s tho debate 5row very violent. CharrtOS of "djctll.tor-

tMp," of "!;i>:ing awey t.h> defenses of the Unitod ~>tate a ," of "willfully 

in'lolvin .. ~~e :\c-;rie'l."\ p;~ple tn w'tl"" fls·:: frel')ly . One bitter Of'lponent 

- ---
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Regraded Unclassified



VII - 8 

e'llll d tho 4nd- LonJe 3ill "the NEfN De'll 'fripl e-A Foreign Policy to 

p\OTt unrl•r overy fourth .\merican boy, 11 which tho Pro &idG'l t called 
11
\ho 

l'Ottcnout thin~ that has been s aid i n public lit~ in 11\Y generation." No 

holds ~oro borred, bu t that i s the w~ or donocr 3t 1c debate . In the end, 

I kno;t, flO wero far stronrer for it . 

In es,onc~, the Lcnd- Le3se debate, both 1n Congress and in 

tho c"""tl'7 11t hrt;e, did not concern aid to othor nations, but rather 

tho s~rotegy by .mich we should provide tor t.'1e security of our o.m 

n•tion . By tho ti:r.e the debate started, thore w~e little question in 

tho nlnds or the Americ&n peoplo th~t tho United Statos was 1n danger . 

But tho charocter ruod extont of thot dancer and tho steps ~• must take 

to protoct oursel ves asainst. it wore s t ill in diaputo . 

Those Yritneases before the Colnr.>ittoos :>nd tho other s who ••"' 

th·. dlll" or most clearly wore convinced firs~ of all that there were no 

limit• to th<> AT.is d~~i~s <>f aggNs•ion. I•• ~ocret:u-y hull said, 

''l:llll<ind is tod~ f<ICe to f"ce, not ;<J. th r ofionl>l war• or isolated con­

ructs, but with on organized, ruthless ~d to.pl..,ablc move::;ent of 

studily exp'Ulding conqu~st. • :'hare wa• no re ·son to believe th>t with 

ilak>r in hor control on<!-if t:,e 7tDrst should befall Britain- with the 

Atl'Ultic open l> her, Ocrma.~y •.•ould not seize the opportunity to 1nter­

v<no in a Nnzi- inspircd r evol ution somewhere 1n South A:•ericn. And 

since Gcrmmy coul d not doubt that w" vrould i nstllltly come ~o thO dc­

fen•u o 1 lilY .!.outh Ameri con •·epublic r::onoced by Nui onnies, might .t>e 

no~ co:r.bino h>r orr.nsive in south Mcric~ >lith on o!fensi•te upon llorth 

ar llr'co t.hro~u;h Brit:i n, !cel~"'ld, l.~d jzo(,;·.Jnlond, n"l.t.ural st.oppinS st.onos 

xro .. s t.h .. ~·ort.h Atl:mt.ie . 

84 

Regraded Unclassified



VII - 9 

•For ~he rtr st t.lr:e in modern hht.ory , • !>cere~ory &..ir.>son 

.~d, ·~ho United ~~ntes is confronted ~ a nation with on overwhe~ing 

:Jr.!1S, including en ovcrwhe~g eir force, and rl ~h ~he posrlbU1 ty of 

eettin~ control of t he Anantic ." 

In tho P~c1f1c, ~he threat to continental Uni~od States was 

not so iminent, but· t he dm ':"r to our ov~r-all securi~y was 81\UallY 

:;rnv• · Tho Jopnnoso eice ·.•ere, like Hitlor ' s , clearlY without tmY 

licl~s. ilocin:.tion of ell China was now Ill\ openl:l confesso<! goal . 

"nd •ll the whilo the Japanese wore becomi~• core end core outspoken 

•tout thoir &ins for daoination ~l the rest of S,.st "sia a.~d all of the 

s,st Ind.i4S al<lO . Already French Indo-China was " J apanese <>ntod C31:'.l' 

on tho n 01\k of th~ Philippines, end oimod directlY at Singoporo, the 

D-Jtch E~tt In;lies <.nd "ustralin. All ~his was dianHi ed by tho 

phr~s.c 11 0re--ter last As1a Co-Prosperity Sphoro, 11 bJ.t tho actions of 

J ~a.~ in Utnchur i:> •nd ChD>n ~ft no doubt that this was merely a 

Jap?.neso v Jr slr.m of Hi t l er 1 s "New Ordor'' . Thoy Ttoro d~termined to 

m'lko tho whole of East Asia and the Indies into "" economic colOll1· 

for r uthli ss Jllpmese e:<ploit:>tion . All hopo of equality cnd free cor>­

t:9rco in ~sio, !or tlh. nutual t-enefit of Orient •n.:! Occident alike, would 

N dott.roycd . 

L~ 1941, our t....-oceanna>;> ""s still in the buUdin~. Our 

onJ- occM !loot Tta~ in the Pacifi c . Our Arley was juct begiming to 

ox:"and. •1o vrcro cnsier ga."'!hl tJ-.en than wo mipht. over be again . "Such 

1.\ sHuAt'on," Ur . Stimson s•id, "con o1silY bocomo critical if ilr itish 

ooepowor in the Atllll\ t ic is loot . o>uch s dis1Stcr would involve not 

only tho security of the ~orth At l ontic but the security of the south 

,\tlMtic •n:l &outh kloric" ~ ... n . • And if U.rmw el'ould att ack soc<>­

,t,ero on tho lor:r c:~stern shoro of this he:>iO!'hero, would not Japa:t call 
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"'l' steps"" t.ook t.o defend ourselV'ls md 0 3~~aek" on GomM)' :l.lld cocc 

1oo ~ ma:1:{ 1S aid "with oll poli~ic~l , ceona:>ic, ond military ooans, • 

th>t tho ,\ld.s ;.lli•.nec of Scpt..,.ber, 1940 c'llled for . l'lluld not J~~pM 

oo1.v this eo the most favorable moment tbnt m\ &ht ever occur for on 

0
t toek-eort31nl.v on tho Philippines o.nd our other islands , and even 

perh'\PS on tho Pr.nmo. Ctmcl, zq~sk'l or snmo other point on our wostern 

In a scn•o, ·.he c tt:d< on the ·.roz~ern lienisphero h>d already 

b~~n . For t.l'to Nnzis do not raake w~ .etrely by buildin; up vmed forces 

•t ~=~ :onl then suddenl;i la'mchin:; thct:1 '(;<ili~St an un:r~spectin& 

~.utrol. 7hoir attack on the frcedac of 3 country bc<tins long before 

t~oir 3rclcs n>rch over i ts bou~d..rioo or thoir '\il'f'l l'J\OS appe.r over 

t,hoir cH1os. 7ho~· foment rolitical dis~urbiJ\COS . Throu~h AUS.londsdeutsche 

orc:~~~iutiona o.nd bunds, they build an Ol'r.\Y tori thin tho C'te• to help 

thflr.l on th< d'\Y of >ttlck . By cru-t<:l ~;;rom.;n ts o.nd other fonos of 

cconooic TIU"fve , t..hoy do tt.air t-est to destroy th• .,,.~ industries of a 

country which thoy 9-ronose to attack. .;ith thoir eoa.-:tercial ,Ji rlines 

~~ey dovolop resOr\'tS of ;"~ilots 'l'i!:o J..-new a counlry -ell fl"ol!l the ci..r , :md 

t~ey trtl.U tlirfields whic!'l rr.ay ,.,;:;,~·.y be us,d lr; their irt.,oodinS air forces. 

•ll t.his was $Cine: on 1n t he eont.ir.cnt. t.o t.ho SlUt.h of us a1d had 

b'en coin~ on for a long tiJnr. , S=e cf 1t wD.s oven goin-, on in the 

United ~t'lt.os it3elf. n1tler r.:o.= not. w~st.1n,.. th6 r:en md th.: money for 

such 3n c.l~borat.o :a.dv~l'\ce ~ard of ~gents to no purpo,e . 
11

''heth~;:r the 

m•;t.hods are direct. or 1n':lireet, 11 S3er(Jto.ry t.nox aa1d, 
11
this hooisphere 

is now in srnvo dan3t:r of inv~s1on . " 

I'h:.t ,.-Rs O'!'\CI ·:itr:' of t~c -si t.uat ion. \t the opposite poli3 of 

~h::,leht, -:•n t inq a flo>nten vJ.cto-;·, raro onl.r a .,.,n hn.~tul of poople 

in t.h '.Jr.1t.1-;i St.:~.tes- t.he p:Ud "'lzi ~s,:ent.s an:! t.h'\t fringe o!w ould-be 

;.- .... :"'!c'l."\ :!ic-t.a~o:--t ~j · h.a! r foll:r.r~:-s . !t:.o ra'\l op;:osi :ion t.o ~t!-l.c1.se 

.,, 

.• 
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~id not coat !roco such .,cople, for fart Amvrie"llls wok tl\<ro soriously . 

The opposition t'lCO rather frO!:! sineor~ 31\J patr iotic :\morie::ns l<bo did 

not. bol i&VO t.!'\nt. thore vt.:lS uave d~:-&r to tho United St'ltes 1n an Axis 

vict~ry >bro lld, nnd that even if t here ·.:oro, Lend- Loose " '" tho wrong 

str~t•eY for protecting oursvlvas . They nJ,lr~Cd , by nnd large , that we 

sho•Jl~ build up our own defens~s, but oneo that W40 dono , they m:1inhined 

TIO wo•>ld bo sate, oven if "" hnd to J'i C)lt olono . 

Th't was wh>t Sccret>rJ Stitoscn tolled ~ policy of "defe:'lsive 

~ef<nso"-"a Jotense where the d~fc:>dor stood still entirely within his 

01m boun~~i~s r.nd "utod to bo <>tt:leked, mthout mekin~ /JtiY e ffort w 

ke"p the poniblc at tack ~t as lone a distoneo ttrt"Y fro<.1 him as possiblo .'' 

Such thinkinr. overlooked ~he overwholminB str>togic •dv1nt3ge t h>t a 

Mtion on th~ orfansi ve :Uways hos. Wo would sit by while tho Axis 

G'inod control of tho eea ond eir oppro,choo to this honisphero. Uean­

whilo, we would build ' !hgino~ Lino ,-ound us thot their :.gont s VIOUld 

cnrc.!'lll)' otudy ond their str,tegists c~rufully prep'ITO to outnenk . 

At thoir l olsura, th~y ·noul-.1 pir.k th~ ti~' •.r.d pl,ce for ~ ,.,rprise att~ck 
~t tho point. whor.; r.e wor e w.aak.:..st. And t.h"\t. '\t.t.~k, Co:t it. c:r;c, would 

be in this hlrliopl>..-re, p~rh>;>s ev.., on ow- cM'I soil . 

Lool<inr back, 1 tl"r.i.nk wo must rccoD"izo thlJ.t. ~c;n ~t the ~i=o 

of t.he Lend-"••sa deb~t.a ne o.s , poople h'lll ere't difficultY !ocin& tho 

roolities of ow- position. .fe cl unG w tho beliof th't r.o eO'Jld stoy at 

po:a.cc 15o:nohow by n mere effort of \'rill . ,to knor: wh.'\t paacu meant -­

freedom to trnd•l throu,hout the world, fri .•ndlY solut ions of probl ems 

between nation•, fr •J.;dom a~ homo from thu r uo trlctions ..nd bUrdens of a 

','f"'X-<.ccnOI:r.y, !'re~doo t.o eonc Jntr3.t:: C:l th 'b,l:J1n\1SS of m,)(L'18 a l ivine 

~~nd l'"""d1nf~ ,. h'ippy life . ·.-:o h.31 Uso s~·.n in Europe wh'i.t. tot.:U. ~ 
~ ... r.t.. Lt. C.v'l.."'lt. th· ro>'jl:~n~~tion cf p coun~ry 1 5 cconc:'!Y; it. !!t. :t:."''.~ the 

7'! 
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sot'\'i<OS of ..Uliano of young cen in the 31'1'1)' ; H ceMt in oinston 

Churchill's f<lr.IOUS phrase "blood, taU, to~~rs and sweat 

"'"tad profoundly to stay at peace. 

All of us 

Dut the decision was not ours to moke; \Yo would bo in tho war 

whcnovor OormQl'O' or J apon deci ded that thoy wore roody to t oko us on . 

And wo ~<oro not yot prcparod to dcfUld oursolva• · Lend- Lease proposod 

thot ... stop our enooies, if possible, before they sot to our shor es by 

otr.ngthoning those countries now standin:; in their path, ''ile >.re not 

sooking to lllclco a loan to Oreat 3rita1n, • Sccrot;ry Stimson said, "we are 

ro&lly seckin-: to purchase hor ud in our def<nse. No arc buyin(>-not 

londinll• .:o arc beyinr our o.m seC'~rity -..hUe we prOI>aro. • 

Ono objection to this stratofJY or dof..nso, r:>isod tiJnc and • 

azoin in thO hoarin,;s, I'I~S the doctrine Of noutrD.lity which had bacn e­

volved during tho 19ta' century in r esponse to the doeiro or nations to 

continuo norml\l cOI!ll>ercial trade ·111 th bclUrcronta. Tho h" " "' o com­

plicated compromiso bot~Veen this dosiro to tr11de ~nd tho natural desiro 

of o. rarrinc n!'.t.1.on ~ cut. off its cneoy froc all outside sources of 

suppliJs . £rtoctive block>d~s ~-re dofin.d; controb>nd or wor •~• 

list~ . T!lo ri~ts o.nd duti~s of n->utrsls ond n3t1ons ot war wore caro­

Ml.y detailed. J..s a part of all this, thu doct.rlno ""' avolV\.'<1 that wars 

aro ncithor eood nor b~d; tl':oy just exist. ::o d1•tinction """ to be cade 

by nonboll10<rtnt &ovornments botr:cen tho tido that wos in tho right end 

tho sldo that was in tho wren:; • 

.~. tho :.xis thr9at ill'""' cl osc.r, two oocic truths of intornationo~ 

bvr "<1\ich ho.d lain lOnJ nc(lloetod underneath tho thoOI')' of noutrality slow~ 

strusclu~ to tho surrac~ . Tho firs~ w~sthc s~ple ri~t of any nation to 

~~o ~tov~r steps wero necessary to protect itself ogntnst ~~v ~~e=Y 

clo'lrly apoUin~ for w:!r- the law of selt-dofe.'>••· As &erct,.ry c..,u 

J7 
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su~ ~><.foro tho Hous~. C~ttc~ on Foro1r;n •·!!air~, "In tho fes;c of the 

rorcos of con~uo•t now on tho """ch Acrose tho o::u'th, solf-dcfcnso 1s and 

~•t b; th. cocpolling considcr eti on 1n the dot orm1not•on of wise and 

rrudcnt n~tionnl policy 0 tl 

Tho aecond principlv mi.eht bo collod tho " l aH of mutual it)"! , 

Tho Axis notions, 5~er•tary Hull said, "hr.vo repudint~d in <Ncry r espect 

t~., lon ·-oec,~ted principle of p,;acaful Md ordurly intern3t ionnl r chtions 

• • I "" certain t!»t tho cloy wUl come ~ain when no na tiro will bave 

t~e .r;ront r'j ond the cyniciS!: to do.:~~•.nd th,t, whUc it itsell' scoffs 

ot :.'IJ disrog'll'ds 6VdrJ principl .. of ln '>1ld ardor , its int ended vic tins 

C'Jst ndhuo ril!idl~· to all such pr1neiplos--unUl the very =ent -:men 

its ~ed forces h~v~ crossed thui r front1£rs . Uut so lonr as ~Jc~ 

nations oxist, wo cnnnot and mst not bo d1 vvrt~d--oithc r by th~ir thre<t • 

or tw thuir hWPocritic~l pr otests from our firm dotorrnini ation to create 

~:~ams o.nc1 conditions of self -dcfonso ." 

"" w6l'o ')Din~ beck to the. fundo:oontols of forei gn policy and 

int!rnli.Uonnl lert--s clf-d~f.::'!.sc anJ insist-nee on mut.u "'l good fai th be­

tr.con nll~ions . "" S'"'eret3Ij· St.i:Json, who hf"! been SecrQtllry of State 

in tho Hoov'r <~"d:Unistrat.icn , pointad o-Jt., hom.v r , we were ~t th=l sne 

t iro :oo1no !ororord to the !'.lll 1.-,plications of tho 1nt~rn~t1o~u 1"' of 

th .. 20th century cstobl ished by th. hcllocg-Bri.nd Poet. All th~ nat ions 

of Lho ,..,rlc!-ln:ludbr v.,,...,y, J 111,.n, nnd l ~nl.y--hod pl odgild thot thO'/ 

"O·ald no t r osort to ·.•ar as "" instnm:mt of n>tional policy • The !.xis 

had brok<ltl t hi o fundM>Jnt a.l lnr r.hich s ll tho n'tiono of tho '.l'orld had • 

Vitnl int~r<s t in mrlntaini n-;. ·•O h,,d no duty to tit idl y by nnd ·.ntch 

th• fab"ic or intcrna~Lon'll soci- t:r toa11 to piec .. s cy th¢ /.xis nations . 

":"hoy wUvt1 t.h" old ru.los of tnt~mt.ti.on'll l aw ':'.~en they viol'ltloid tha 

K·.llo ·...--Br1.~d Pact , • L!r . ~ti.::to!: sJ.i-!, "tnd t.h .... y cnn.t10t, o.:\d i'Te c~'lo·wt 

"! I 
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t,avc thrown Against us, the arti.fic!.al defense that in defending ourselvao 

ar~nst them, or in helping so~ebody else defend us ag~inst the=, we 

ore viols tin~ tho so old rules of international law." 

,\nothor objection to the Lond-Lonso Dill, brourht forward again 

Md again in tho debate, 1'1'6S that i t g~vo too r.~uch pow(;r to t ho President. 

Somo of those criticisms wore aimed at fonturos of tho Bill which could 

~ changod without damaging its ess~ntial principles, ond variou• 

'!l:cndl:l<llts wore agraed to. Thus, a two-year Umt linit-until Juno JO, 

19~)--wu placed on the Act. ;.. llJAit of ll, )001000,000 was set on 

tr..,sfors out of oxistin& agpropriationo. Other tr~sfers ware to be 

lir.dted to amounts esp~cially "ppropriato for this purpose by Congres s. 

It was provided that Congress might rescind tho L<.nd- L<.aso authority at 

any t~e by concurrent resol ution . 

But othor proposed amendments could not b~ accepted . Sp~ci­

f1ca1ly limiting the countries to be ~ded to Britain, China, and Gr eece, 

for inst ance , would have been fatal. It was pointed out by tho op,osi­

tion that under tho teros of tho Bill tho Proa1d"nt might eid Russia. 

Bc!oro the year was out, 110st Anericans woro to llgt"U(. t.h:.t t.he defense 

of Russill was elnrly vital to the dofonso of tho United Stotcs . The 

Bill had to be loft ll""eral on a csttcr lil<o tho countries to be aided; 

the oituntion was movinc too fast to pnss a new 1,.. avt.rY til:lc Lho 

strategic picture chwnsed . 

The same was true of restrictions oq whot could bo t r onsfcrrod . 

'Mhot it would ~ in our bost l.nterasts to trMoJ'er to a.~othor nation could 

only be dotarmined Vlhcn tho \\'capons c3Jllo off th' prod•Jctlon line. "hen 

tho old question about ar:endin~ th~ bill to prohibit pvin• 3\Y'J)' our 

1l wy c""'e up , Secretary Knox had a r eady mswor~ " In vi~ of r..•t I r og'll'd 

- - -- --
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os tho likelihood of mybocl;y giving nway our naval vossolo, w~ mi&ht 

offor o susgcstion thot the Pr esi dent be prohibited from goin3 down 

Ponnsylvani> Avoouo standing on hi s hood . " 

Ono other form of a ttack was modo on H. R. 1776 bofor e it was 

finolly possod . A mov<.mont "'as stortod to eo back to tho old oyster.> 

of aid by loons thot hed been thoroughly considorod and thon rojccted 

by the Administrotton . ilut it did not ~et t.u- . ~s l.:r . Sticson said, "to 

try 1.0 turn the transaction into an ordin..-y loon is ono or the 100st 

sbort-sil!>tcd viows that a great nation could tal<o •• • In our cr.m 

ir.torost-and purely in our own inter<>sh- it is good national policy to 

preserve to<lo,y ~ hard-fichtin~ Br itain, a Britoin which has not been 

cround down by hard bargains sapping its resourcos . Wo h~ve to think 

oloo of tho consoqnences and conditions which will follo·• t ho war . When 

th•t timo comos, wo s hall be dir ectly offoctod by ',,hothor or not those 

n!.tions, whoeo ·Nays of lite and oethods or t.r:t.do ArO most 111< ... ours, :u-c 

able to roeovor rrom the st.i-ain of r.ar . 11 

••hen tho hoarin~s ~re over, tho house f'oroien -'ff!i rs CO!:':'llttot 

voted 17 1.0 8 to repor t the bUl favorably •as of the highest ~rt.<nce 

to the vital interosts of our cC'mt.r;·--md ovan of our civtlization. • 

It r oo.chod the t loor on February Jrd, 19!U. Th.., followed five da.ys of 

debate during trl\ich all th<> arguoents on both sides w~rc finolly SJmcd 

up . Onu by one the amcnd:nonts aimed to omt\sculote ~he bill or to sul>­

stitute provisl ons authorhin;: a stral. •)lt mon~y lonn or cr edit ·11erc vot ed 

domn, with plenty of votes to spore . Un Fobrucry 8th the bill passed by 

a voto of 260 to 165. 

Debote in the 5.:<nate boG"'' on Febr~:.ry 17U' -,!t.r t~.; S..n•to 

Forei-n Rel•tions Co=itteo Jud roport ;d ~h'.: bill with Us o:>;:roval b:: 
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a vo~o of l$ to 8 , end it continued until llarch 8th--lllmost three weeks. 

sr.nntor Borkloy , Democratic lesder and Senator Austin, deputy nooublican 

lo'ldar, lod off tho debate for tho sa in favor of t ho bill. Like tho 

Houoo, tho "'onato voted dovm a score of opposition Ol!ltndmonts. Fin:llly, 

on S1turdcy nic.'lt, l!arch 6th, the opposition gnvo wcy and a final vote 

wr.s token . lt w~s 60 to 31 in fllvor of the bill. 

The Solnote verlion of tb~ till went bock to tha llouso for 

cone'll"ronce in oinor cha..,ce• and on 'i'uesdey, II'IZ'ch 11, 19!.1, the liouse 

•ccepted thCI by S vot& of 317 to 7l . "" soon ao the vote was corp)> ted the 

i'.()uso l!inority Leader, Ropresentativo Joe ~artin, end Republica.~ 

S•n >tor V'!l'ld<nbaro, both of whom h•d been activo i n opposition, issued 

unity statomunts pledging full bi- portisom support of tho Lend- Loase pro­

::r..,.., no,-r th~t it was tha l aw of tho land . 

The bill was engrossod illlll:ooiatoly ~d rus·"d to U:e ''hite 

no~so. ~<t 10 minutes before four o 1 clock that Afternoon t!lc bill be-

c:;ac '1.,. . The noxt dey Conercss ""' ~skod to a;>~ropriote +7,000,000,000 

to St.:'J"t. t.he produCtiOn Of plD10$, t.:n\cS &.nd fW\1, f'(tK O;lteTiPlS, f OJ;Ctor)' 

oquip:otn~ :>.'ld tooi tor Mtions ,.-hose defonso wo hod r.ow decided ""s 

v1t 1l to our O>'n • 

On Uarch 15th, tho President suomcd up tho debate at tho 

:,ndto P~uao Corr~spondents nssoei~tion onnu~~ dinner • The decision on 

H. R. 1776, he snid " is proclaimed not with tho vole• of Ol\Y one m., , 
but with ~he voice of en~ hundred ond ~hirty millions. it is bindin& on 

113 #loll .. 0 0 Lot. n?t t.h[.> diet:!.tor ! of ~ope and •sia dou~t our 
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STATEMENT BY B. H. EDWARDS, AT THE LUNCHEON 
OF THE AI{El\ICAN BANKERS ASSOCIATION COli.MITTEE 
~ITH THE SJOORETARY ON NOVD~ER 16 , 19~3, 'WITH 
REGARD TO MR, ECCLES' REASONS FOR lii&HlNG TO 
CHANGE THE PRESENT 3/S PERCENT BILLS TO 3/~ 

PERCENT CERTIFICATES 

Mr. Edwards told t he Secretary that i t was his 
belle! that Mr. Eccl es ~ae making th1e ~roposal 
because he wanted to scatter the "covey • He then 
went on to explai n that there are considerable funds 
d~os1ted in the money market centers or New York 
and Chicago by country banks and others. These 
tunds at present are invested by the lar~e coney 
oarket banks in Treasury billa. Hr. Edwards said 
he thought tnat 1 t ~as Hr. Ecclea 1 ballet that 1t 
t he Treasury would otter a posted rate at 3/~ per­
cent rather than 3/8 pprcent t he country banks would 
withdraw their l:alances from New York banks and in­
ves t t hem t hemselves and thereby obtain an apparent 
advantage . 

Hr. Ed>~ards said that his bank had balances in 
New York and received no i nterest on the balances, 
but he wanted them to stay there because or the 
services the large money market banks ~rov1de. He 
sai d that was the feeling or the whol e oo~1 ttee . 

Hr. Edwards went on to eay that no advantage 
would accrue to the Treasury but rather a disadvan­
tage it we designed a progr~ which woul~ result in 
the withdrawal of these inter-bank deoos1ts rrom 
tlew York and the other money oentera. · lie said tl:at 
t he reeerve e1tuat1on ~as the tightest 1n theee 
coney centers and ttis would Just t1gnten it up 
further . He taen •ent on t o eay tbat tnese tunds 
a t the present, es far as t he Treasury 1s concerned, 
a re now invested ln Treasury billa an~ if they were 
scattered only a ~art or the funds woul~ b~ reinvested 
1n Treasury bills~ He nointed out that it would ce 
easier !or the Secretary to ~ea.l with tun~s located 
centrally than if they were depos i ted t hroughout the 
country, using the 1l l ustrat1on that if' you needed 
100 tons or coal 1t would be muoh easier to obtain 
1f it were located in a few plac es rather than 
hav1r.g to go al l over the country. 

96 

Regraded Unclassified



FINANCING 

Present: V.r. Daniel Bell 
Mr. George C. Haas 
Mr . Henry c. Murphy 
Mr . Sidney G. Tickton 
!Jr. Wesley Lindow 
Or. George \\arran 
Or. Jacob Viner 
~~r . Murray Shi elda 
Mr. Lawrence Seltzer 
ll.r . D. B. Woodward 

November 16, 1943 
2:30 p.m. 

97 

H.I! . JR: Well, the thing that is the mos t controversial 
thing, as far as I am concerned--and we made a little headny 
with i t at lunch--the bankers are getting a little bi t 
more progressi ve. They agree ~1th the Treasury. That is 
this question of money rates, and after that what I think 
is very unimportant, the mechanical uy in which the Federal 
Reserve replaces bills, see? I mean, that is, after all , a 
matter of mechanics . I just wondered if' any of you here 
thought the situation was such that we should change our 
present scheduled fr8l!lework of rates, star ting with this 
three-eighths, That is the focal point . 

L!R. S!HELDS : Not at present, in my opinion. 

R.l.: . JR: Leave it the way it is? 

UR. SHIELDS: Yes, sir . 

H.Ll . JR: We'll come back to mechanics aften,erds. 
Somebody ought to find a way the Federal Reserve can replace. 

MR. SHIELDS: \',ben I say not at present, I mean not 
unti l this next drive is out of the way . 

H.M.JR: That is all I'm worrying tsbout right now -
from now through February? 

MR. SHIELDS : Yes, si r . 

MR. HELL: Make it April ! 
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H.l.!.JJt: lio, no, no. I' C. like t o re-examine it. Through 
tne next dr ive . 

J,:x. :ihi J:.LD:> : I'd like to see it re-examined very care­
fully after the drive, but a break in the rat e now would do 
damage to the drive . 

I!.M.Jlt: Larry? 

MR. SELTZ~R : I feel very much the same way. Cer tainly, 
there i s nothing in this memorandum that came over from 
Al l an Sproul that justifies a rise in rates right now. 
There is en assertion that it would be bet ter to haTe higher 
short rates, but t here is no argument; certainly no demon­
st ration. 

H .~. JH : You think thet is the way? 

I!R. ::>:.l.TZJ!:K: Yes. 

H .~.JH : Mr. Woodward? 

MR . '1/00D:IAAD: I don't think you should change them 
before the next drive at all. 

H.Lt. Jlt : Period. 

JAR . 7/000.VARO: Peri od. I go along with the ques~ion of 
examinat ion, end hope it will be explored dur ing the Lnterim 
preparatory for a full discussion at that time. 

H.M. JR: I agree. 

Dr. Viner? 

DR. VIN~: I wouldn't change it now. I have read only 
a part . 

(Dr . George Warren enters the conference) 

II .M. JR : How' s Walter stewart ? 

DR. ;vAJtK!iN: Fairly well . 

H.U. JR: Will you give him rtrf regards? 

- ~~~--·~-- - - -
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Da. r.ARREN : I will. 

H.A' . JR: Did you finish? 

DR. VINER: Yes, I have finished . 

H.M. JR: The quest ion I asked hl.JD V1as this - the 
thing th11t seemed the most bothersome was this question of 
rates, particular ly the three-eighths bill rate. Tnen 
after that is the question of mechanics, how the Fed should 
buy and sell. 

I have been around the room asking tbete consultants 
whether they thought et this time, between nor. and the 
conclusion of the Fourth l.ar Loan, if we snould have any 
change in our rate structure , 

DR. ".ARREN : Well, my ar.sv;er is no. I ilr.agine that 
J:. r . Shields and t:r . Woodward brought that little notation 
that ~e had on that subject? 

).~R . Sl•IELDS: Yes, I have it here . 

DR. 1\ARREN : Have you offered that? 

llR. SHIELDS : No, we haven ' t 

{Copy of four- point memorandum of November lo, lu43 
handed to the Secretary, cop7 attached . ) 

l:R. SHIELDS : It is the first i t4!il . 

ll .M.JR: Who wrote this? 

MR. SHIELDS : The consultants had a conference this 
morning and agr eed on that . 

H.M. JR: Would you mind giving me the top copy instead 
or the bottom one? The print is so bad . 

~:R . SHIELDS : V>bat happened to the first one? 

u • JR I t f I ~ill take the middle one, r. .. . : am no ussy; 
bu t I don 't want the l'IOrst one, 
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UR. SHIELDS: You can have the original . (Hands 
copy to Secretary) 

H.J.I . JR: That is very nice of you, 
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"The absence of willingness on the part of the Federal 
Rese rve -" is this signed by all of you? 

(General assent) 

~!R. ,,'.OODV.Al\0: The four of us, yes . 

~R . ShiELDS : It isn't signed at the bottom, but we 
are 11illin~ to sign it. 

(Document read by the Secretary) 

H.U.JR: There is only one thing that surprises me, 
and that is you people 11ant to increase the bills by two 
hundred million . I mean, the reason I am surprised is 
that they have· eo much t rouble now. 

MR. SHIELDS : But they won ' t, ll r . Secretary, if t hey 
put the t!urphy scheme into operetion, as we suggest, because 
the weekly bids on bi lls '1ould be stepped up to several 
billion dolle r s . 

H.L!. JR: I don • t think you could put the l:urrhY 
scheme across, because this ABA &roup - i t hasn't been 
sold t o them , I am not going on the assumption the t a 
mechanical uy will be found so you can handle the bills. 
I am not terribly interested in ho' : - ii is purel)' a 
mat ter of mechanics , and there are certainly enough 
peopie around that can find a mechanical r.ay of doing the 
thine. The thing that bothers me much mor~ is this constant 
pressure from the System, now mind you, thH is tvielve 
banks plus tne Board, this constant pressure on me to break 
tllle rate structure. That bothers me . 

DR. V!ARREN: M.r . Secretary, thnt is partly taken up 
under item t11'o and in turn that topic is pertly answered 
by this memora~dum that we received this morning after 
this had been written called "Credit Polic)' on Treasury 
Financing" by ~r . Sproul. 

~ --- -· - -
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UR. BELL: That is the one he lef t here today. 

DR. WARREN : We have been goinr, through this for the 
pu1•pose of analysis and the questioning of certain premises, 
and I said that our general position is that we are a<>reed 
that there should be no change in this rate pat tern bet~een 
nor. and the Fourth Drive, and even then that there should 
not be a chan~e in the pattern until a more convinci ng 
case has been made . That is presented in that t~emorandwn, 
although t his is t he most cacplete statement of the 
Federal Reserve ' s attitude that has yet been presented 
and by far the most closely reuoned, but it still leaves a 
large n~ber of unanswered questions in our minds . 

H .~ . JR: ~ell , I QOD ' t pretend t o be a technical 
anytning. You could drive a horse end wagon through 
Allan Sproul's memorandum; I just don ' t t hink it stands 
up. 

DR. v.ARREK : Well, we had sanething of tna t fee lin!:• 
V~e v.ere in t he process of making out this list of' questlons. 

H.L! . JR : I mean, I don ' t know whatl:er you peopl e are 
familiar with what they say t he reasons are the Fea wants 
to change . Are you familiar with them? 

DR. WARREN: I have seen a n~ber of them, all con­
ttining different reasons. 

H.L: . JR: No, but what do the banlters and all now think 
that reuon is? 

!JR. HAAS : They advance t hat ae.Jte reason ; it is a 
question of drawing the money out of financial centers; 
let the country banks invest the money rether t han keep 
it on deposi t in the central reserve . 

H .~l . JR: Well, the fact is v.hat you say . I f you 
go over a series of memoranda going back - ''•hen did 
we fixed that pat tern? 

~:R . TICK'JQt, : March, 1942. 

0 --..L.~- A - - ~=_....... =----~- -- -- • 0 
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H , !,; , JR: From L~arch, 1942 do'Ml t here has been a 
half dozen different reasons wby t his rate structure should 
be changed, and when you look back over the records i t 
isn ' t too good. '.lher e their r ecord is excellent is when 
they ask me to instruct them to do this thing. I instructed 
them, and then they have carried it out beautifully. They 
have done a beautiful job, but they made me tell them -
and i'rom !.:arch, 1942 to date they have done a beautiful job. 
&ll ever since then they have been fiehting me to change, 
bu t have never given a convincing reason . 

D:t . r.AR.\E!: : And this is not yet very convincing. 
Perhaps our question will help the:n r.ri te a core con­
vincing one. 

II .LJR: Let ' s leave it this way; I l7t.nt to r et the 
benefi t of this talent . \',by wouldn ' t this oe a MY -
possibly t onight in order to save tl.n:e r:hy couldn •t we 
ask the ABA to give us one person to etay over? I am 
talking now a bout the mechanics . \'.e could have hlo 
persona fran George Haas' office and somebody from thi s 
group and let them meet tonight with the technicians of 
the Federal Reserve and see if toni~t they can 't work 
out a mechanical T1ay of handling th1s bill and come in 
with a recommendation tomorrow morning, a mechanical way 
of handling without di r ect - I will leave it entirely 
open . 

I 8.ll merely sayi:lg as many of you people as r.ant to 
work tonight ana as ~any of' our paople. and as ~any of t~e 
Fed's as want to work toni~t - the re 1s just one quest1on 
to overcome which they cla~ i~ an innurnountable.cou~tain 
on so can~ of the bills . I don 't :uch cere how, JUSt as 
long as - I ac going to ask that if there is a c~ange , 
that before we do it it is explained to the Banklng a~d 
Currency CCI:lllli t t ees of the House and Senate. I aa s o1ng 
to insist on that . 

l!R. BELL : You mean if they co.'ne direct? 

H.M. JR: Yes , because the little success I have had, 
comes from explaining it to Congress befot'e ,.,e do so::~eth1ng, 
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rather than having sate critic v.ri te in and try to explain 
it afterwards . Some of the bankers ra ised the question 
oJ' why a public r elease . I don ' t see why M have to have 
a public re l ease i f i t has been expla i ned to Congres s . 

J~R . PELL : It would r equire a public r elease in the 
f orm oi' our circul a r wh ich v.e would have to amend, but V!hich 
would have to be published in the Federal Register , if 
we follow the Fed ' s suggestion . 

h . L' . JR: If any or you have the energy t his afternoon 
or this evening and ask the Fed to nave thei r technicians, 
anc sa:~ebody trom the ABA, certainly between nov; and mia­
ni,;h t or t WJorroY. morning they ought t o De a ble to 1\ork ou t 
a ~ay . I don ' t care much; tooEe kinas of thi"fS don ' t 
particularly interest o e . It is purely a mat ter of 
mechanics . 

l.:R . I'URPHY: 1lr. Secretary, could I say that I think 
the committee really needs a directive . ~1ould it work 
out e l'.ay that makes the bill marke t look gooa, or shoul d 
i t work out a MY that would make t he bill market look bad? 
Toere are plans which make it look good and tllose that 
look bad. 

H.I: . JR: r;o , you are not goinr, to eaten me betwee~ 
those two norns . You are too smart. for yourself . I w1ll 
give you instructions . I want a me t hod to b e 11orked out 
"hereby the Federal Reserve can buy as oany bills as. is 
necessary and replace as many bills as is necessa ry 10 
order to keep the Reserve posi tlon ~hat il snould oe 
in order to ao our financing job. 

!.:R. UJ.AS: Tha t is all right. 

lffi . h:URPhY: I don ' t thin.< tnat does take care of it, 
but I hate to press tile point . 

H.M. JR: You a r e not going t o press me , because you 
are a prejudiced party. You have to ~ppear as a va tness 
because you have one I>B V 11hi cn you tnlnk looks good an~ 
you t11lnk their way looks bad, so you appear before tt\1~ 
COitil!littea 11s a witness , and not as a membe r of the commlt tee , 

--- . 
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becDuse you tnink yours looks pretty . You heard Ro::~ald 
RAnso:n . he said he thoug~t yours was the most sbocki::lg 
sugges tion be had heard s1nce he !Jns been in l'•as~>ington . 

1m. MURP!iY: I am sorry , .:r. Secretary. I feel 
sincerely that t he probl em - all I wanted to say is that 
tne preble~ transcends the replacement of t he Federal 
1\eserve maturities of bills . 

h . l~ . JR : It is not an important problem. Vli t h all 
respect to you, I tnink you a re overempl.asizing the thing. 
1he illlportant problem, ir you don 't mind my laying i t dol\ll 
since you have asked me , is, are we going to hold the 
rate structure as it is? 

f,ov. the APA advises us , and you peo le too, to 1eave 
it alone . So I say, l eave i t alone . It rets down to a 
~ueslion of mechanics . And I say, contrary to r;bat you 
do, it is no t important . 
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::R. i.'URPtri : I am merely - pnruon, jus t one sentence , 

li ..... JR: You can 't say ii in one sentence . (Laughte r} 

I:.R . I.'URPHY: I mere l y Mnlu say that as long as the 
bill marke t looks bad the pressure for higher rates r.i ll 
continue . As long as t he bill market l ooks oad from "eek 
to ~eek tne pressure for ni gher rates ~ill cont1nue . I f 
t ile bill market looked good f r O:ll week to r.eek , it r.ould 
relax. 

DR. VI!\ER: l'.ba t do :fOU care about t.l ~ pr~ssure f or 
ui ;fter rates as long as tne pressure doesn t ~1n out? 

H.JJ . JR: You see, Henry, I 8.111 serious ; what you t nink 
l ooks good, looks terrible to 1onald Pansom. 

l:R. t.:URPHY: I am sorry if I am carried away by my 
en thusiasm . 

~ .. I' . JR : Thnt is all right . I am trying to nirect 
your en thusiasm before tnis commi ttee end let t hern decide . 
! r.ill taKe their recommendations . 
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1':\, t: ;.t.S : J.:e;r I sa;r e v.ord? 

H.I: . JR: Sure . 

~:R . 1iAA5: The type of mechanics used is fundamental 
I t hink, in maintaini ng the pattet•n . You select one type ' 
of ma chinery and you can ' t maintain it . 

ll.i~ . JR : You can all do your ironing. If you want 
to be a wl tness , you can be a 1\i tness . 

!.!!t. hAAS: \':e till all wind up aa ~'<i tnesses. All 
these aen Jeel the same v.ay . (Laubhter) 

one . 
L.!\ • •• tlE.LDS : Tnat is tue point in our iteo nu:nber 

DR. VIH!\: Include me out. 

H.rl . JR: Hov. do you mean? 

DR. VIt\ER : I v.an t direct purchases fli thout any 
guaranteed f ree- ri ding, as I call it . I Mul d go further 
along the Federal Reser ve line . At 'fDY present line of 
thinking I aon ' t even like t he l imit . 

h . I' . JK: But you are v.itn me on the rate business? 

o:\. vr.:E:t: Yes , absolutely . 

h .!.: . JR: I don ' t know v.hether you t r.i nl< I e.m wrong; 
1 think the rate struct ure is the important tni~g . 

DR. Vl!\ER: I \\ould like the mechanics to be open 
and clean, that i t does openly r.hat it aoea, and aer end 
it to the public on what 1t does and no t on tne gr ound 
the. t it isn ' t v;ha t it is . 

I have r ead the ~proul memorandum, a no while I won't 
say there is no argument in it, I ~ill say I assumed there 
was , but I didn 't understand the nrgwoent. I couldn ' t see 
how tr1e conclusions came . 
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H.U. JR: Do you agree with me? Am I unfair to ~urphy 
in brushing off this thing? 

DR. VIIIER: That is not br ushing him off, because I 
think he would say that, too. 

!I .I.: . JR: !lot i n t he humor he is in this afte rnoon : 

J.ll!. I'URPilY : I hope, good ! 

li . ~: . JR : He is car rying a torch , 

i.:!t . ITRPHY: I eo oerely sayi ng - oh ,,ell, I heve 
already said it . 

DR. vn:c R: I would like to hear more on it to:1i r;ht 
or this afternoon . I am cold on it, but I am very cold to 
a nov. kind of t r ick. I would like to face the music . 
I ll.i nk fo r 11 pr oper money market condi t ion we need 
cii rect purchases by the Federal Reserve Ben~s . l~ e ought 
to face thai and face it out, J'igh t it out with the 
opposition . I th i nk here there is exaggeration as t o t he 
impo1•tance oi' the sources from l'lhich tlie opposition comes . 
I t has been taKen t oo seriousl y, and I mode the suggestion 
that I don ' t believe tvrenty-fi ve newspapers i n the whol e 
country would carry the story no matter what you aid. 

H.:.' . JR: Tnere are not tT1enty-five newspapers that 
ht.ve fi nancial columns. 

DR. V IJ:F.R: Then ...ny do you care? 

H .~ . JR : I don ' t care, as long as it is expl ained in 
advance to Congress . That , I think, is important , that 
~e don ' t do it and then exflain it afterwards . The 
little success I have had s from going up to Congr ess 
and saying, "Kow, gentlemen, this Is whet we are .pr oposing 
to do . We a re going to l end silver to India, ana thls 
and that . " 

\':ell they don • t like it, but tney never t ell me, "You 
can ' t do ! t . • See? 
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~~ . ~.IELDS : Mr. Secretary, it seems to me that even 
five blistering editorials in the financial press ~ould 
not provide a desirable environment just before the drive 
starts . 

DR. VINER: I think that if you are going to t ry to 
please the financial press now - they are feeling their 
oats and you wouldn't please them no matter what you do. 
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H.r . JR: Look what this writer did in the Journal American 
to 1r.e y,nen I was trying to reorganize this sales organlZahon .. • 
Did it hurt me any? And before a drive : \',hoever buys an 
E bond ever reads the tall Street Journal edi torials? That 
doesn ' t bother me ; I just l1ke a meeting of minds. 

Bell, how can we organize this thing so ~e can get 
torether? 

l..'R . BELL: \'!ell, I can go aown and see the banKers. 
I just question as to whether that Committee wi l l function . 
I think most of these people 1·.ant to l eave tonight, and 
you haven't any technical man in this banker group. They 
are all presidents of banks, and on a high policy level. 

h.L JR: All executives? 

MR. BELL: Yes. 

DR. V~~K: i ney don 't have to know anything : 

l!R. !!ELL: I wouldn't go that far, but I think you 
would do better if you had the group tomorrow. 

H.IJ.R: Well, no, let's save ti:u . You fellow~ he.ve 
had me sort of' sitting around here since l.!onday morn1ng. 

UR. BELL : Well , you have until next Monday morning 
before the next bill offering comes around. 

H.l!. JR : If rou don ' t mind, I would like to t~ke these 
people in the room, plus the Federal Reserve techn1c1ans1 
and throw them into the same group . Let 's leave the banKers 
out . 
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~!R. P!:LL: That Y:Ould be Piser, I suppose . \'.he t is 
the econanist ' s name? 

m . Ln: oo·:. : Thooas . 

L~R . BELL: Yes . I suppose Thomas and Pi ser shoul d be 
ovtlr. 

l~R. I!HS : You had better call Gol aen•Reiser, 

h .:1. JR: Then tanorrow mornint: the technical llWI -
llitla t ' s his name? 

CR. B~LL : Bob Rouse . 

lt.':. JR: lie v.ill be here . 

DR. vr::rn: We couldn't have any hew Y or:t Bank man 
tonir:;h t ? 

t.:R. HM.S: 1.:e have one . 

DR. VII:ER: I meant Federal Reserve Bank . 
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L'!l . RELL : 1:ot tonighi . There y;ill be one here tootorrow 
mornin~ at ten o ' cloc~ . • 

H.l. . JR : 
could ge t him 
noon? 

Rouse r.ill be here in the ~orning. If you 
00 a plane, couldn ' t he COOle dov.n this after-

l.R. B!:LL: If v.e could get him on a plane, . I suppose 
he could. It takes him an hou r to ~;et to the urport . 
He couldn ' t get to a plane before five . 

H.!.: . JR: I will call him. 

I:R. bELL : I t nink it Mul o. be much better to have the 
banker s roup after thi s group meeh end COines to some 
concluSlon, or maybe a conclusion with an alternate,, t nat 
the;r discuss it with Burt;ess . lie is the bes t techn1cal 
ILen on the !lanker Committee . 
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l..'R. HAAS : Yes . 1'urray di a cussed it wi t h him . 

II .!:. JR: \rell, I still say I nave this talent here . 
Can you s t ay another day? 

J.m . SHIELDS: Unfortunately I connot, but I can stay 
until l a te tonijlht . 

A!R . '.'.OOD'.'.ARD : I have to be in New York tanorrow. I 
r.ill atay if you want me . 

(The Secretary held a telephone conversa tion nith ~r . 
Robert !louse of r:ew York. ) 

(The Secretary held a telephone conversation with 
~r . Charles Bell . ) 

ll .!.l . Jil: He (Rouse) says he will be on the plane 
about l'our- tni r ty . 
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If you peopl e aren ' t going to oe here t omorrow, 
let me get the benefit of your opinion on the basket. Have 
you talked abou t that? 

Wt. ShiELDS: Yes , Vie did. It is in item numbe r Jour, 
the last on tne l i st . 

H.' ' . JR: You f ell017S have no ori ·inality. You like 
to ~ell blacK silk ell the time . Youydon ' t l i ke to sell 
&o:I'J new ~;oods . 

::a. ShiEL!>S : ::o, but we T.ould sell a lot of' v.-!te tever 
r.e or der , 

l:R. .OOIJ.' . .A RD: We haven't the ma Xlmum out of tne 
orgenizatio~ tha t has already been t rained to sell that 
bill of goods. 

~!fl . BELL: '•\bat i s the matter with that t wo-and-a· 
quorter? 

L:R. ;·:ooiJ\~ARD : Everytning. 

-·~- ~ . - ----··· - ~ .. 
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~. BELL: Insurance companies, individuals - the same 
people want two's . There ere a lot of different recom­
mendations on this basket . I can see it coming right now, 

l:R. llAAS: You will have to throw thetn up and see 
v.hich stays on the ceiling. 

MR. BELL : One gr oup wants one- and- a-half and seven­
eiwlths, and the same group that changes on that doesn't 
want the tr:o and wants the two-and- a- quarter. 

HJ!. JR : \'iell, the ditficult thing is, whether it is 
to be the one- and- a-half or the t wo; that is the argucent . 

l'R. I'OQIJI','ARD: Preferably the latter , 

~·R . HAAS : They would like to leave it as you had it, 
except put individuals first . 

~:R . BELL: You left out the seven-eighths . 

J.:R . 'I100D\i.ARD: Out of the individuals, yes . 

H.1!. JR : Dan, wouldn ' t you want to maybe just step 
out a minute? These people will be out of here i n half 
ar. hour . Maybe you coula get the thing started wi th the 
fed by fou r o 'clock. They could begin to meet •:i t b the 
r eds . 

l.m. BELL: Yes. 

B.ll . Ja: Would that be all right? 

MR. BELL: Have them cane over here at f our? 

Bob won't be here probabl y until half-past five, six, 
or seven . 

l?.R . VINER: I think my mind is reasona~ly soft at its 
edges. I just had a few minutes really at 1t, but I ~:ould 
like half an hour here , so if I am taking the wrong l1ne--
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!I .LJR: \\by not sa:J five o ' clock • 

• :1\. lSLL: All right . Do you still ,.,ant l o see 
these other gentlemen right away? 

H.:: . Jh : The bankers doubted if they woul d be ready 
before four o ' cl ock. 

:.:r-.. ll!:LL: Oh, I didn't know that . 

r. .~! . .f:\ : I told them I had until four, and tney se.id 
t he ~inute they were r eedy t hey woul d let me know. 

~R. 9ELL: I didn ' t bet tha t latter part. 
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H.!!, JR : As soon es t he:J Tlere ready they saic they Muld 
let ce know. 

1'R. BELL: They are here now. 

11 .1: . Jl\ : I have wha t j'OU people think, but I do r.isb 
you would not just make i t a one-end-a-half or a tv.o , 
becau se I think you ough t to go into that more fully . 

~· R . ~ HIELD!.. : r:ell, r.e have discussed it quite at 
length ar.ong ourselves, r r . Secreter·y . 

H.U. JR : \'.ell, I don ' t know bow long tnese be.nkers 
Y.ill take to report , but I will listen lo thu. . ·:bat 
happened to 11aas? You ought to stay here; then you can 
tell t his gr oup 'f':hat !leppens. So i'o. r tney have just taken 
our rec~endations. 

!.or•, the only thing I reel is thi~ - and !llaybe thi s r 
i sn 't very important - af ter all , the Federal Rese: ve 
System is important. \\'e keep o.isrer;nr aing all ~ell' . 
r eca:umendations . v;e will do socne t :ung on the b1ll t n1ng. 
1bey are very keen about dr oppi ng the certificate. I 
Vlish you woula t ake a l ook a t that . Just because tn~y 
want i t, doesn ' t mean it i s righ t , but they keep at 1t . 

l:H. ll.I.AS: Do you want to have another survey made, 
: r. Secretary? 

I 
- --~ a -=...........::-=-----•~ -~•---'-"-.5.,__ ~ • - -
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H.U. JR: i'.'e haven't time, have r.e? 

l:R. TICK1'01l : I don ' t think so if you rr.ake vour 
decisi on this week , I dug out t he old survey of' July 15 . 
You sent t wo hundred twenty-three te legrams asking corpora­
tions whether they wanted a certificate or a five-year 
no te . That makes it defined for this purpose , 

P .. r . Jil: Eccles wants to use t hat savings note , 

1'1\, TICK'rOI! : That v;as in the basket , &nJV•&y. The 
question was whether we sllould have as a marketable issue 
a certi l icate or a five-year note . 

H.I.! . JR: Get it out a~in . L:a;{be I won't mai<e up c y 
c;ind . 

k~ . TICKTON : Out of one hundrett seventy- five repliet 
one hundred thirt y- one of theJr. wan ted the certificate . 
!.:r. Gamble went through those telegrarns yesterday, not 
having known we sent it out , and was impressed because 
there were so many of them who wan ted 1 t . 

11 .1t . JR: Send it out again toni ght , 

!.'.R . 'TICKTO!l : You r.on't nave any answers until ::onday. 

II .}~ . JR: J.!aybe I will wait until !.:onday. ;:ay:-e we 
can 't make up our mind. 1bere is no great hurry. 

r:l . LIII 00\~ : I think it is very imrorh n t to knoT• 
~hat the corporations themselves think, because they are 
the buyers after all . 

li .LI , JR: I would send it out tonl&ht, 

LlR. 'TICKTON : All r ight . 

H . ~I . JR: \'1hat i s next J.!onday , anyway, the tv;enty- second? 
\',ell, we hove plenty of time . 

1'R, l:URPHY : \';e only wired tho,se tnot purchased more 
than a million in certificates . 

Regraded Unclassified



- 17 -

H .~ . JR : You people do this thing, as I s~y , because 
~bat they ere really saying is that we should discontinue 
the two pieces of paper that are selling the best because 
they sell so " ell. ~e is a certifica te , and the oUter is a 
tv,o rercent; and beCaUSe they sell SO Wall Y/8 ShOUld di s­
COOt nue them. That doesn ' t make sense , does it? 

The other thing which I thought was in terestlng is, 
.}eorge sends me out these various business services . I 
v.e s reading United Business Service - "interest rates 
Y.ill remain low. " The reason they gave I thought l'las very 
interesting. It says here , "By open market operation, by 
change or reserve requirement, by various other means , the 
~eserve Bank can regulate t he volume of commercial banks ' 
credit. This control will surely not raise the loan rates . " 

ill\, HAAS: (Gesticulates - l.au!;hter) 

MR. l!UhPHY : It must be nice to be outside , 

li . J.! . JH: "Banks and other bond-holaing insti t utions 
1\ould in our serious losses if a rise in these v.ages would 
r epress the Government security, " and so forth, and so on , 
"Jlu t the control woul d surely not want t o raise the loan 
rates . " That ie the man from t he outside . 

v.ell, you v:ill be up here tomorrow? 

DR. VI~E.i: Yes, sir. 
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1. "hat in the absence of a uillin&noca on the part 
or the Federal Reserve Boar d to reJuce reserve 
requir ements , the semi- offi cial limit on accented 
bi ds for Treasury bills be eliminated bec innins 
with the current week •s of ferin_, and that two 
11eoks lnter the Treasury increooe tho weelcly bill 
i asue by C200 millions 1n order to aid the l'odora l 
Reserve in addi ng to its portfolio n larce enough 
amount of Uni t ed states aeouri tioa to make unneces­
sary the use in December of the eo- called one-day 
certificate device. 

2. ~nat the Federal Reserve Board bo naked by t he 
Treasury to present , after tho Four th ~rive 1s out 
or the way, a stata~ent of wha t reser ve policies -­
a? olled out 1n detail -- it de~s to be appr opriate 
for tho remaining months of the war and f or t he 
early post-war period . 

3. Tha t t he Fourth ·:;ar Loan Drive be so sot up as to 
reduce but not to prohibit free-riding in Treasury 
soour i ties , but t hat the ::> rilne objective be the 
ra isins of a substantial amount of new fUnds . An 
exceptionally lar ge cash bal ance af tor the drive 
ie over might f ree the Tr easury and tho Federal 
Reserve to discuss the problem of banlcinG policy 
in terms other than the support of a nearby drive . 
l•Urthermore, since the FOurth Drive mny bo the l ast 
,;ar drive, it vtould be approprio te for t he Treaoury 
to avoid the risk that the first Victory drive may 
not raiee much money. 

4. That the FOurth war toan Drive bo divid ed i nto two 
parts or proncs : (1) a concentra ted dr i ve on individ­
uals in which E, p , G, 2- l/2•a and o 1-1/2 or 2 , 
~roferably the l atter, are offered; (2) a corporation 
drive in which the same secur itieo are of f er ed plus 
a cert ificate issue . In order to reduce free- riding, 
it ia suggested that the banks be requested to require 
whatever margin on loans against unitod states Govern­
mont securities t o nondealers ao acorns lilcely to 
nchiove that objective. _ .• VI' 1 

~ ~y)''<"{' 
,-.>~ ~ .. 

~~<~~ 
(t""'~ ~ ,,\' 

- - - -- ---
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r.u,, \\IGGINS: llr . Secre tary, v.e !lad four sessi ons 
of the conmittee . They ar·e all hor·e except :.!r. Stric>cl..nd, 
oJ' Atlanta, and ~;r . Eurges s, v:ho !s ill. •. !r . Cook v.as 
appointed or iginally, tut he becnme Super·inteni!ent of Banks 
so he disqunlified hi mself. 

Our discussion was along the l i nes of tnls me~orandum 
t hat I n11ve given you ( referring to "!:iugcested Acenda, ' 
copy attached) . The first was as to the ti!l!e, and ther e 
vas considerable discussion as t o t ne desi raHlity of 
hav in& a drive to get indi vi ilual subscriptions in January, 
t hat ce ing the month after Christ:nas aJ d a lot of oti.er 
t hines that mi ght make it diffi cult t o get money f rom 
lna ividual a . l!ut appar ently t hat i s a matte r to be 
deci ded by the needs of the Treasut•y as to 1·.hen it should 
be done. So it seemed to us that the pa ttern i s pretty 
v.ell lnid there, say , Janua ry 18 , nnd v.e ~gr~ed fully 
th• t the dr i ve shcu l d be concentrated on lndlVldual sub­
ncriptions i'or a neri od of, say , threo Vleeks, and to be 
followed lmrr.ediately by a dl'ivo for subscr l ptions f rom 
cor porations ; and that your number t1.0 alternati ve , t ypes 
of drives , in the r:temorandum g iven us , seems t o us t o be 
the a.ore desirable progr wn. 
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!iO\'., as to ouotas , r.e are not unanimous on that . 
" r . Burcess , r.no 'is not here- -

H.!(. Jh: Excuse me - are you sdpping t he basket? 

t/.,,, ,, rr.r.INS: I haven ' t go t dO\In lo tM l ; b . The 
Character of Drive . 

l!r. ourgess, in his letter, SUI);t:esteo that all State 
quotas be fixed on a basis of indi vidulll subscriptions, 
and that no consideration be &iven to subscriptions by 
corporations or mutual savings banks. We think that the 
q~ola is an essenti>d part of a dri ve, and that if you 
eliminate t11e corroration subscriptions frCIII quotas tllat 
you will cut dor;n the effec tiveness of the dri ve . 

And v1e realize the difficulties of national corpora­
tions , of di stl'l buting their quota , and allocating tneir 
quotas , and in spite of all those di fiicul hes , r:e think 
it is renlly t!te only v.ay to do it . 

As l.o t ne amount , v.e question somev.hat t he goal indi ­
cated on tt.e memo1•andum left \',i Ln us of s1x point seven -
ux cilllon, seven t.undred million - as being tt.e objectlve 
for sutscr ip t ions irom inaivicuals . 

H. I!. JR: That i sn' l exact. 

1~ .1. BELL : '.\ed, that MS on lne ':'ic<ton sheet. 

il.'~. Jit: Yes, but that isn ' t co.·rect. 

J.!.~o l'tnGn:s: We think tnu t is more tna.n you are 
likely lo get. 

H •• l . Jl : I em so r ry , b••t thal isn ' t correct . It is 
f1ve and a half, as I r emember. 

b!lt. BJo.'LL: V1ho. t? 

H •. .' • .'P.: Five and a half . 
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.. ~ .• BF.LL: •• • or six. 

H. t.I. JJ\ : I nave got it r ight nere - fi ve and a half. 

~.11,. FLEull NG: Contemplated sixteen-billion campaign. 

lt:it. WIOOINS: An d it was six billion seven f rom 
ind i viduals . 
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H.: ..• JR : I am sorry; they should never have given you 
tl.at , because I don ' t want more than fourteen . 

~rl . BELL : I ttink ~r. Lindow ex?lained in pultin& up 
the analysi s on the basis of slxteen , tnat ~as no i na icslion 
lhut the drive was for s ixteen. It may be so:tething l ess . 
But nis Ylhole analysis us on the basts of sixteen billions 
and he had to discuss i t fro:n that point. 

!.!!.. ';,'I1GIXS : 1'hat i s true. 

t.!l" BJ::LL: he "ave the same figures here , WU' . Secre tary, 
that he gave to the

0

State chairme n, and the six-seven is in 
rela t i on to the s ixteen bill ion. 

H . ~. JR : Well, I just ~anted to tell these gentlemen 
that you and I agr eed tba t all we could possiHy use at 
~his ti1ae is fout•teen . 

L!h. BELL: I told t nem that , too; yes , sir. 

l&h. WIGG!i\S: So about five- fi ve is ouresti:r.ate. 

ll .:: .. JR: Is that ~.hat you had? 

:1..~ .. WIGGIKS : Yes , we had pret ty T;ell a1;reed. 

H.:.!. JR: \~e ll , v.e are togethet•. 

Mh. '.ilOOINS: I \1on ' t go into the reasons t he re, be­
cause we have got the same r eaction . 

' -
·- --~~-·--- ----~ --~~~--& --~- ·;-
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::1. hELL: In the over- all quota , m~ty I asK you a 
question? Did you give any cons iaeral lon as to Y.ne t ner you 
I"Ould announce , just say, the fourteen billion and a goal 
for th~ ind ividuals of fi ve and a half or six, and tnen 
leave tho quotas for Sta t es by corpor·ations out ol' the 
pictur·e? Did you discuss that? 

J.! i. . \.l lGINS : \\e discussed it, and it seemed to us 
t na t you mor e or less had to set up a quota. 

J,{j ~ BET L: I see . 

H . !.!. J ~.: Let c e follor. your t r•ena of t hough t a :ninute. 
I t alked ,,ith buz·gess yesterday . ':'he t hing tnat seerted to 
tolne r• him Ills this tusiness of \'.estern Un i on ana General 
1:ot ors d l stribu t i ng a t housand dollars in t~. o t nousand 
cor.wnit ies ; but v.e !Jere - I don ' t .<nor. ho" you people 
feel - felt t hat you just can ' t slop tnem. 

Ml.. V.I'1GINS: It is oublic rel atrons . &xcept this, 
~:r . Secre tary: Vve t nink tne.·c should be some change in 
the machinery of allocation so that the shift i ng of money 
v.ould not be necessary. 

H.!r . JR: \'•e agree r.ith you t hat l t sltoul d be just a 
book matter ; that they shoulan•t actually plunk aor~ a 
thousand dollars in Podunk. Il is not necessary. But 
they can bi ve Podun. any credi t over a thousand. 

:.Itt. B::LL: ':"hat i s r•i&h t . I.e tad a f ifty lbousanc couru 
:r i n 1 r.rJm. 

::11. •,,II}I}I:lS: ';,e t h1nk tna t is t oo lli6h · 

tlit. BUL: And t hey evadeci i l r ight along and put 
it dov.n to a tnousanci in many oo:omunlties . We nave about 
come to the conclusion, althout;h VIe don• t like the alloc<t­
t r ons, 1\e have <>ot to per•mi t them, ana l'i ~;ht oown to the 
bot tom - probabiy a thousana dollars • 

• ;!\ , • .. IGGINS: Ar.d so long as t ner·e is cookiCeeping 
only, lhe r·e i s probal.ly no t r ouble on your 9art • 
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Mk. BELL: nell , it is a ter r ible he~tdache, t ut we 
have got to stand i t. 
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H.J.I . Jlu hut we won ' t be d rt~lling on New Yo rk f or funds 
the way they did tne last time, 

Lin. Bl:. ll.: That i s right. 1 think that will elimine.te 
t r ... t wi thd r11wel of fund s • 

.:.,,, lG •f.\S: 7:ell , we seem to be still i n agreemen t 
r tgnt oa?m the 1 ine, 

l!.::. Jrt: '~oonaed'ul. I can retire. (Lau,;nter} 

~~., , \, DGn;s : It ge t s bet tet• as it goes along. 

~ow, the list--

H.r.: •. T!i: I could do this from tne fu•m by r emote con­
t t·ol; it v.oul d be v:onder l'ul. \Laughter) 

;.:r.. WIGGii:s : !(ow, the li st of securi t ies i n the 
basket is g i ven Lo us, divided into tnree groups : One for 
lhc individu11l 9artnerships and personul trust accounts ; 
one for insurance companies, mutual savings banks ; ana one 
to other corporations and investor3 . ~e nave con sidered 
every one or lne secu!•i ties suggesteo on this list - cave 
approacned t hem in toto, every one • 

... !.:..Jk: \'.ell , you had bet t er ·ive it, because there 
is evioet. tly a J.i ttle bit of olfference in tne v.a;; they 
presett it . I don ' t know ;,,.at they gave you . 

1!1\, ',.IGGI:lS: For in eli vidu~l partnerships and personal 
trust accounts , e, F, ana G Treasur1 savings notes , a 
two and a quarter percent oi , sa;~ , &6- ' 5\! r estricted 
t hu t is , t•es tri cted inso1ar as banks can buy them until 
v.tlhin ten ye11rs of: maturity - ana lhe tl·.o nnd a hali's o1' 
' 65- ' 67, or tl .e reat outs, restr icted . 

tl . '! .. fk : have you go t tr.>tt on " piece of pa?er? 
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Un. .Ir:GEIS: Yes , si r ; I n~ve it ne re on tne Jtemor anawn. 

111 pr•ot;rum for the Fourth l•ar Loan Lr i ve , dated 
,{ovembe r• o, l;J43, handed to t he Secre tary by /.!r . haas . ) 

l.lit. Bt! L: Tn!lt is our memorandun1. 

~~.- .. n r;I:-\5 : ,,e will write this up as soon as r.e nave 
~ lme , of c rurse . 

i .. • . Jn: i:oYI you nave elim nuted tne idea or tne 
tT.O percent ? 

...... IG ;r:<g : Yes , v.e nave a tv.o ana a quarter percent 
tnstead ol tne tv.o percent . 

it . ~: . Jtt : l .ould you mine &i ving j our reasons? 

:!.: •• ,,I3Gl S: Tne demand for tJ.at security r.as tr.o­
i'o ld : h rst , t he oemand fo r· that security r.ould space 
t he matu r ity to better s uit tne investors . They r:ant 
to uvold too mucn conceJ.trat ion oi maturi L~1 of ohligat i.~n s 
1\illlln a limited per i o<i , and by nav ing a two and a quarter 
you would ;;et a different mah:rity. In the sec nd place, 
you can keep tJ.a t out of the ben kin~ field because it 1\'0uld 
te restricted until it became a ten - year olli;;ation . If 
:·ou !lad a t1·.o percent v;i th le~s lhllll ten ycurs , you v.ould 
nave the problem or its finoin& its 1·.ay, by vur ioas cevices, 
into the 'tanking system. 

Ana for tnose h.o reasons 1.£ reco. u:enci eo tne ho anc a 
quarter . 

:1 . . .. Jh: You (haas ) reaa ,a,.bie ' s n.eooranoun. ano. <;i ve oe 
the pros and c ons . 

('fo \. i ..;.; ins } \, ell , now you leave the certii'ict~te i n? 

:.t.,, .. I r~ ';rr;s : liot for the ineividuals, but l':hen we get 
dov.n to the insurance companies, mu tua l savings banks , we 
!eave i n the seven -ei:-hths certl.l'icate and with the tv.o and 

0 
a quarter ana the t"o and a half--
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11 .;/.. Jk: In other words , you tire tollowin~; this s .. :ne 
H.emo ••o.naum now v.nicll I have? 

;,:,(, • .. IGGINS: Yes , we are following tha t straight down. 

i! .!.! . JH: And you don ' t v;ant any one and a half? 

l.:., , \HJGI!iS : Tne one and a half v.e have felt woul d 
no t be of particular interest either to insurance companies 
OJ' .nutuul savi~s banks , nor old it quite fit corMrations, 
• ecause it woul d be a little too l ong for i & . .::~eoiate J:)ost­
~ .r use , ~no it i s no t qui te lon~ enou~b to yield enough 
! OJ' sn investn:ent . 

:i ,, !'L .... r:;o : It r.ould also 1lna its v;as· into tne 

.,,,. .. u.;.;:s: .Iilla r.oulo also lend i tseli to line. in,; 
i ts \', "Y into the bank . !:>o the only security on toe 
list lnat n&.s any c.tunce of l i nd tng its I''"''J into tl!e 
t unk is tne cc!•tificate . 

:.: ... B~I.L : .. oa t ever rree- ridJng theH v.ould be, would 
ce t.h &·ou,rn the co rporate structures , not thr ou.;h the indi­
v «lllu 1s , 

.!;, , >ti rl.i lliS : That is 
structur e . \',e t hink tncre 
cates out for inci vicuals . 
to ind ividuals to bu7 then 
one -,.ay ..nd another. 

n bn t ; lllrout;ll the corpora te 
is !'lO need to put t M certi u ­
'fnet v.oulci be an open invita tion 

to mak• up quotas a11d ca~ipulate 

!low t hat , I t nink, covers tne one and a haU per cent 
and ho oer cent, ll!ld t he reasons that we nad for d iscaro ing 
them at this tioe . 

11 .. . JR: t: an I j ust l nok at tn is a minute , please, 
bOO adjust it to the fourteen bi l lion? 

»lt. IJ GGI::S : Yes • 

. !,, ~.::.·.,r.LL : 11e aidn ' t approve tnese wnounts of 
los.les \',itbin the gr oups; r.e felt we ~~ere in no posit1on to . 
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,,e had an over- all for all inai vi duals, i'i ve and a nalf 
d llion , bu t as to how mucl, of that should be h's and 
b Oll much tv;o and a quarters and tr:o and o. half's, and 
F's und G' s - 'l>e have no means o.f makine a study. 

h .~l . Jh: ••.ra t we felt here was this : There is all this 
peace talk in tne air; I can 't fino anybody to nail it dor~ . 
,11' course , 1'.8 do lrnow about the 1\Ussian orive; we do know 
abou t the co::1bing from the air; but ~ertainly no hit;n Arcy 
or t1 avy officit.l will teJ.l you that t here is hny \',ellKenillg 
as t ~r as. the Jerman ~;round tro~ps .:o. So if v.e are .;oing 
to t lbht 1t out on the g round, 1~ ia boing to be a lone: 
r ar. 

!Jut t11ere is that , so bell and I though t tn"t it 1\ould 
be ~ood policy at least to keep our balances ~uch higher 
tnen we ever have before, so if this tning should happen 
to come, we t.oul ci be in at least a posit i on to turn arounii . 

On the ethel' hand, l'.e don ' t i'eel that every t ime 
11e should .;o out fo r the very l~tst dollar . l mean , the 
strain is too ~reat . An d ~ust because ther•e seems to be, 
l'r•om a statisttcal standoo1nt , s i xteen billion oollars 
uvt!ilable , we don ' t th ink v;e should It rain ever~ nerve to 
(>et it, but .,;ait until we really do need it . .nat i s al l. 

In other 1\0rds, we are not .;oin& to t-un tnis en.:;ine a 
hundred percent every time ~e ; o ou t . l don 't know wnetner 
that is cood reasoning or not. 

1!:· .. FL~.;IIIG : You a.·e absolutely ri.;h t . l very -otner 
campai~n is stepping up each time, and I t oink the people 
are cotng to become resistant . 

If you don ' t need it, I think you i>PC wise. 

H. '! . JR: l•e don ' t need i t. 1 thi nk we need ten, ?ut . 
we are stepping it up to four t een . As I told the . stahstt­
clans , ,j ust rrom a statistl c1ll stanopoint, eaca ~ 1me t hey 
~re getting mo re,!ind it is getting pretty ~n a ptece of 
paper, tut it wears down a hdl of a lot ol nerves. 
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!!lt. HA,ti·J9J~I : And a few poc.<etbooka . ( Lau,snter) 

li .U.Jk : 1n~t is right . 

~!h • .. I•:GINS: Yes . 1\e favor very much th i s i dea or 
putting the individual dr i ve fit•st und han.merlng tnat 
home t o the liml t before you pick up the ot her , 

Now, we nave two s uggest ions , Mr . Secretary . Tney 
are not on the original agenda and one 1ua t te r unoer con­
s ideration i s not enti r el y in our fi el d. 1 gnes s tne 
.n.luence of an i nsu rance man !Ere v.i lh us, oaybe , cau sed 
us to ceve l op a s ·J~estion on t t.a t point . 

;.,,; . J F.: It i s ;;ood t o have an insura.nce man a .-ounc . 

''" · r.IG': INS: Tile su.;Gestion v.as to.a t i t mi.;ht be 
des i rnhl e to mke a vailable at mo re f r eouen t intE rval s 
these t r.o aJld a hal f's for i nsurance companies , tMn to 
ma :te til em 11vllilable only a t tnese three' dr i ves a year -
or wuateve r v.e nave . 

11 . ... Jl\: \ ,e t houg ht we did tnat wnen vre let them buy 
ahead , so to speak . 

~!" ' o.A!~,I S0ll : 'lne t ime limit v.as ~oo s hort. It 
r eal ly oian ' t ao a ny good. 

r:.l: . Jn: .. e can ma«e i t longer • 

. ~Jt. BELL: .• bat oo you have in mine - reopening 
every month OP so? 

123 

~!; wr~·;rNS : Tna t is wna t v.as di scussed, and v.e s~e 
s ome practical obj ect i ons to tt.at, but t na t \'.Ould cer t u nl y 
seJ•ve the purpose . 

lilt. FL.!IIIING: Tne bonds would toe duted t ne same as tt.e 
issue here . 

lit. 1\IGGI:lS: on an accruea t a sis , o1' co•, rs e . You 
• ouldn 't have to print a new kind of bond. 
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H.!LJR: Did we give you until November? 

?J.h . l!A~JdSO!i : Until the end of October. You see , 
what tl\ey are going to do from the first o.f November until 
yo ur new drive - personally, it doesn ' t u.ake· so very much 
difference to some companies , but a great many other 
companies, however, ,·;ho are figur inG on a pre tty close 
return in comparison ~ith their legal r~serve requirements 
~nen they buy a two and a half percent - if they nuve got 
to hold their moneys idle .for three , four , or five months , 
the temptat1on is too great to take that money and ?Ut it 
in some cheaper bonds, or in mo rtgages, or anytning else 
t~ey c~ buy locally. The result ia that you don' t ~et 
the maxiCWD that we tnink you would ge t if you opened it 
so that as the money comes in nonth by month they could 
put it at once into two and a half percent bonds. 

li. I.! . Jl\: •·e will t eke a look at it . We know your 
stOl'Y . 

1\J( , l!Alth.ISON : liell , it is all in your interest , sir. 

l!.!.!.Jrt : Yes, s i r; we tnought Y.e me t you , but maybe 
we didn 't c;o fat• enough. 

:.: •• l:Akhl~N : In that particular case l'ie subscribe 
dur ing the cu~aign to our limit, und--

K. !l. JR : J:.xcuse r:e - you see, George is over in the 
'!ar Department ; he is saying "Yes, sir, anci '!.o, sir . ' 
(Lau&nter ) 

!.!11 . l!AN\ISJli : 1,1e11, tn11t is, f:OOa aisc1pline. 

124 

: •• then v.e tried to make an estimate of ~.hat we mizbt 
ze t in before the end of October . 'ile figured ou t t r:enty 
mi ll ion aoHars. Nor., tha t woulo take care o~ us up 
until the end of uctober; then r:e have t hree 1dle months 
v.here v.e can't invest at ull unless v.e 1ra.nt to (;O out to 
sor.te other type of investme nt, v.hich we r:ould rath~r not co . 
Th~r'e arr a gr eat many otae r compa11ies t11o.t d1dn ' t do tMt. 
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Furthermore, the present setup, witnout the opportunity 
t o JO in periodicully, has promoted or encouraged a pro­
cedure mncn v.e lulVe not part iclputed in , &nd 11hich a 
numbet• or otner companies huve, and that is where t hev 
·o, at Lhe time of t he campaign, to a bank to buy ahead for a pel'iod of four months , maybe, or fi ve mon ths , t hei r 
estitoateo requireu:ents; the bank retaining t nree-quarters 
oi a pe r• cent of your money, and the insurance company t a:t­
ing one and tnree-quarters percent, no t navtng yut up a 
cent of anything . 

L:h. Bl:. L: Pay for it by crea it . \ e ha ven ' t dra,.n 
t •. e money do,.n • 

.!.h. h;\1-.Is..l:l : It 
pr ac t i ce , personal l y. 
toth the banks and t he 

encourabes wnat I ttin~ is a bad 
It is a very lucrative pract ice for 
i nsurance companies . 

H .J ~ . Jk : Don' t insurance companies borrow tnat far 
aile ad? 

:!.h. PO!'TEh : Very large sums or money . 

MR. hA:.u i J.J:\ : :~erely because t hey sai d your tr:enty­
da~'s leeY1ay wasn ' t enough. 

'1..... DRE\'1 : In this connect on, ~r . Secr etary, I . 
thi nk mutUb1 savlnJS banks, as well as i nsurance cO~?anles , 
_..i ve t he pri vile:;e of conthl.y purctuues • 

rt • ..! . J ., : 1 aon • t ~rnor. - they r.ere going t o the ban~s ) 
and borrowing money . That is not so 6ood, is it? 1LaU&nter 

!.llt. ?uTT ~h : I a:n for this suggestion , t r.ougn. 

h. i . J h : All right. 

"!Jt . ,J•;GmS: liow, Mr . Secretary , we t hink t nere i s 
one fi eld in .. , ~.i ch t here is a ncr; lected man . I ~;uess 
l hue is in ever y fi eld. 

h, \' , .ff, : loha t kind? 
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:!,,, .. I 1GI NS: Tn11t is the sa vi n:;s department of com­
:~.e r•cl al bunks , Vllich I nave discussed 1nth !l. r . Bell a 
n•1mber of times . 

l1. ; . Jh: That i s not so easy . 

126 

:.:h. \.rr,r,rNS: I t is tough, but there is a field i n 
t',:)i cn 1•.e !:Lilde provisi on for mutual sav'n;;s ban.<s, ruildin;; 
ana Loan nssociat ions , ana the otn. r types Ol 1nsti tv t i ons 
t ·.nt co:n:>ete r:i t !l the savi n..;s de:-a.otments of cor.oerci al , .. 
tan:Cs, anc tt.en r.e cooe alon- and 1take oNiv.!.sions !or 
secUI•ities tor tne CO:!:llerciai b!lllks , but tnere i s en area 
10 ~etl'leen, ~.n icn is a vtry larc;e area ar.on~: country t anks- -

1.!! . JR: T •• at v.ould help, v.o;.ld.'l 't it~ 

:tt. r.nGl!IS: •• • 11hich n11ve savi ngs depart:r.ents tr.at v.e 
~·ve no security t ha t is s1.itable for . '! heir invest:r.ents 
a re available . So 17e ttre su;;;;esti n9 tlult tMse be made 
av.ilable - these restl•i cted securities, F and G, aM t he 
t•:·CI and a quar ter to tv.o and a hal!' - on sor<.e limited basis . 

:.~;, , tuT'i.~, : I aidn ' t l: r i nc; U:at up l t.is ttme . 

~!:, .'.IJGn • .; : .• e have nad t nat iceling from all over 
t .• e country, ar:d it is qu i te .;enenl acong t •• e s:::aller 
institutions . 

.. . . ..'h: .. or: r:uch vcu l c you let them t.ave? 

.ii. 1.1 JGii S: \,e tri ed to st(l; av.a;, fro'" e forcule; 
ve T.anted to d isc~ss it ner•e , nor. . ue dHln ' t • BLt to .,et 
~nvohed i n a formula . i:e vere notlin • ~ ou \·.ould acc;!'t tne 
pr inciple ana ;;ive us an opport• nlii to v.orit on t .. e 1or n.ula . 

H . .. J!, : It depends on ,.,hct11er you :·.o.nt a . inger or an 
arm. 

l!.l\. 'I.IGGINS: \;e v;ere t hinkinc to limit it lo , say, 
\II' to a cHtain amount , fifty tuousMo o,• a ~uncr·ed . thousand, 
or up to ten percent of t r.eir• intcrest- tcar •n.: sav.ngs 
accoun ls . 
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:.!,,, Bf.LL: A certain percentace o: tMir sav i ngs 
account? 

tn,, WIGI1INS: I t h ink you v.ould have to base it on 
tnei r inl erest-bear in~ savin,;s accounts . 

,:.(. SP!·.!'.Cf.R: A pe rcen ta:;c figur e on that. 

!! ... •,r;;r.:s : ':"hat v:o ll ld be accurate at least to 
ce let•:~.i ne . 

• !t .. ::::r:n: :en per cent i s pt•e l ly lor. . 

!.. . .. d ;m::s: .. e talked len and twent) - fi ve puce!lt. 
.-s I say, 1 didn ' t 1·.ant to .:e t irto a fo r r:uia e.t t nis 
ti •. e . tout r.e :·.ere hopin& ~·ou r;:>uld ap:-t•ove tHe idea 
and .,ive us an oppor tunity to r.ork on t l.e f or r.:ula. 

H.M. ~.1 : It isn ' t new, but il ls ne1·. t he last day or 
tvo . Let me have a fresh look a t tt.at and I v.il! t ell 
:,- ou . If the A. !l . A. 1.oulc f ile tv.o memOI'anda on t!'lat so 
I v.ould have something to read - one on t his l rtinc; , and 
t11en the othet• one on ,.,r.ethtr they v.ould open lon<;er for 
insurance companies . Jus t gi ve :::e a pat;e on each . 'ihat 
is enou0n - not more t han a pabe . 

:.:t... ",! ::-:rr:s: All ri<;h l, sir . 

! .. ' . JR: And a reco.a.endal1on as lo a for1~ula . 

!! ... · .• 1; '!:IS: r::e r.iH be ~;lad to do tr:at . 

1:.: .. .:-n: And wi t il secur ities, too; r.oulc it t e ail of 
lt.em ot• just part of them? Do you \.ant lnem to have h,e 
ti'.O and a hali'll or t he tv.o ano a quarte••s , or what? 

!olrt. BELL: It ;.ou!d be the restricted - tt,e two a.,d 
a C] ar l e rs or tl~o and e. half's . 

ta . '.' . JR: nut you might sa~ the t110 anc a qJe.r te rsand 
not t he tllo and a half's. 
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~!... l'E'',t;LL: You a llow 1uutuo.l aav nl's banks to l:u~· two 
ana a ha!i"!! , then if you ar e e;oinz t o aliow the coto:~erc ia l 
lo.nks hav i ng savings departments to l·uy nny, you have got 
t o l e t them buy the same securities lh11t you let t he 
r>utuals buy. 

t..: ... JJt : Tnere are c:ort..;ages that the m\\tuals buy 
l',hlch the other banks don• t . 

" .• NE\.E:t : Oh, but t hey con 't-­

i.. .' . J., : :Jo t hey? 

·· .... ?O:Trt-~ : Yes . 

!!! .. . \! '1 1f.!S: .:ationo.l l:anks havtn& savi r.6s ce;:er•t ­
~:~ent s tuy t he sa :r.e secur ities as L.utual savint:s tanks. 

il . I:. Jh: Just the saJe? 

~!.! .. ' .. !GfllllS: For t nat par•ticular pur· t of thei r bank. 

ii .. .. Jll: ne ought to talk t o the Comptroller a·oout 
t r,ls . 

·"· Bdl.: F!iA l oans are rl.;; tusiness . 

h . ~:. Jk : All right , t~e \'.ill ~ive i t se r ious consioera­
tlon . 

lk. ·.'.IG3TiiS: ctank you very :r.uch. ':'hat htl~s a lot. 

n .~! . Jh : Don ' t declare any dividends on it ye t . 
( Lau:;hter) 

!.I,\ , ' .. IGt: r.:s : On t he earnings of bunks , I P?int out the 
fact tha t the earni ngs oi' small tnn~s snov. a oeSl,;n, on tue 
aver n;:e , of tv.ent y- i'ive per cent bet11een · ~1 an~ ' 4~; tnat is, 
lanKs under fl ve mi!lion resour ces , of l'. a lCh e1._;u ty per·cen t 
of the banks f all. 
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!'.h. M IJGI!\S: Eight y percent oi' the banks of thi s 
country have r esources under five IL1llion collars ; tJ.at 
is , l'eanurces . AnG that group of banks , o.ccording t o the 
1•eport s of the F. D.I . C. and t he Fed, show a decline i n 
net 1ncome 1'1•om ' 41 of about h enty- fl ve pe1•cent . 

Tile larger "Qan ks, on the other hand, ~now an increase 
i n i nco:!e . llu t I am speaking paJ•ticul~trly now fo r tne 
a~aller banks. The bi~ger banks can speak for the~selve s . 

K._! . J:, : .. ell , the bi;; banks also he.ve t •• ese savings 
accounts? 

:.!a. . .. u ;I.!:) : Yes , they co . i•hal nu hap; ened is tnat 
u are dri vin;;; the savin.;s accounts out of the banking 
syste!'.l by reducing the rate. i•e are dri v: ng then in t o the 
lluild in;;; am Loans ar.d into the postal savin,:s . Th .. t is 
another tning that we tnink should pass out of tile pi cture 
nov , because t hey are payinc a hieher rate of r eturn tnan 
tl.e banks can pay. But I he.dn ' t brought thtlt befor e t he 
cor.~mitt ee . 

li . r:. JR: No, tt.et goes before your let;isietive . 

Lb. \J GIJThS : Nov:, the only other Hcma - tt.ere are 
1\·.o 1 terns here : Cne is r.e feel t hat t he Treasut•y Depar t ­
cent is a little hare on country banKs , particularly, in 
ob iectin• to a soall sl"nature fee , notarial fee , or 

• 0 0 t rhatever you might ca!l it, thal is char;;e~ by t!le, coun ry 
banks for certifying signatures on ~ar ~av1n~s bonos. 

H • . : .Jlt: I don ' t know an)tl.in;; about that . Y?u have to 
address yoursel f to l~ . Bell. 

:tn. B!:.LL: Yes. (Laughter ) 

1b . 'I.'IGGlliS : He and I have discussed them a nu:nbe r 
or tlates . 

H.t . JR : I don 't even knor1 wi.at it is. 

,. 

Regraded Unclassified



130 

- 16 -

•. ! • . ul iGLS: The Tt•casul'y Department does not want 
a cunk t o charge anytnlng fol' cet•tlfyine the signature 
oi tne 011ne r of a PeglsteJ•ed savln •s bond. lie comes in to 
" et lt oertii'i.ed fol' reden.ption, ail'ct most of the banks charge 
a s •• .a!l fee of about tnenty- five cents ; und 1".8 I"•Ould like 
tne Treasur, not t o object t o t hat . We feel that i! you 
don't object to tla t, it would put us ln a position to 
in au t tuat the banks not char~;e , as they at•e doing in 
sooe cases , too much of a fee. 

H . ~· •• r~,: Don ' t look at me. I rill be hones t ; it is 
l r.e f1rst tl:ne I ever heard of it. 

·~ -~ BELL: ' .• e nave nad a ::nat many l e tters , l :r . 
:>ecretar;J , f'I'Om incivioual holders of savin;;s b:>nds, r:ho 
have tried to reaeem tnem, objectt n& to the h i~h fee they 
have had to pay t anks in c etti ng t hei r names certifi ed 
l;y a ban< o.fi cer. · •. e nave never objected to the small 
fees of tr.enty- five cents , bu t some of them nad set fees 
of seventy- fi ve cents and a dollar, or a dollar and a 
quarter a bond , which seemed to me not only to deter sales 
on the savings bonds , but put the bun~ine System in bad as 
char~ing for this serv: ce . I don ' t think I object to the 
srr.alY J'ee f or redeeming bonds, or cer•ti fyinb the si;;:natul'e . 
It does take quite a hit of ti~e of the offi cers . 

i! .J . JF.: You .:nea:J twcnty- !"ive cents~ 

!.::t. EO:l.L: Yes; t he cost is seventeen ce~ts to send 
lne bond in to tne FederaL .'ol'i, luc ba1.ks certainly 
ahouldn' t be required to pay t 1.a t seventeen cents postar;e 
l'or ::lail aoo reg istration fees , and so forth. 

If r.lr . V.i.:;gins , as head of lllc A. e. A. c~u~d do sol!le­
t hine to &et the banks to charge, maybe , a ru1n1.:nu:n of 
tv.enty- fi ve cents--

~: ... POTTEi\: A maximum. 

::. BE LL: No, it r.oul c hr.ve t o be a r~i.nimum,_ r. ouldn 't 
i t ? If you he.d one bond you v.oul d cnnr;;;e tv.entr· flve . 
cer· ts; if !'OU nad tv.o oonds you t.ould cllllr:;e thl rt} · fl ve 
cents, ueoause it doesn 't cost any more to sena tr.o b. nds 
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• 
to the hd tnan it does one . but you con charge each 
lno1 viou~l a minilw.~• or t1'.enty-l'lve cents . 

PO"'TJt : H ...... . t~lking about a ~aximum. 

''!.. \'.11;';r:; s : ',iell , : ou ,·.ould cuarge a maximum on 
one bond of tv,ent~· - flve cen ts , and u less amoun t for 
ar.dil i?r.al bonas . 

· :.,. o!.f L: ~ut it t..e. t , .. a, • 

.... i'.r:~ms : So::eth1ng 1\itnin reason . le1l , nov.­
t he banks .;ener a!ly neve tnt> uncHslancli ng, Mctner 
co •·reclly or not , that ;;ou don 't ,,ant the:.J to cnarge a 
?enny. 

l:n. b;;LL: \ ell , the ones 1 nuve wl"i tten t o nave been 
cl;a J'i,in.; rathe r higl. fees - fifty cents , and some of t nem 
as ni,;tt us a dolla r an <! a quarter a b;>nd . 

. ,!J, , ' .. ! GGINS :. VIe think tnal l.s !'>ad . 1\'e \'/anted to be 
pu t in Lhe position of sa~ing thnt if you charge twenty­
fi ve cer ts , that there \', ill be no critic! s.o:~, but if you 
ma~e these hi~ner cl:arges , v e tnink you uJ•e v1rong and 
; ou ought to stop it. hlld ll.at i s v.t.at A. &.A. 110uld like 
to eo . 

!: . ' . :i, : ::iur::-ose a can comes in 7ltb tl':O t~.er. ty-!'i ve ­
collar· bonos . Lo\'i c:uch are -·ou -oin~ to cr.ar;:e nim'? • ... u ..... 

11 •• • I:;GWS: .. ell , I oon ' t KnOI . I nsven' t run it 
OOYn . 7he r.hole tnln~ is so vruall tnat I oon ' t ~rov. . 
:on tanks , I tn'ln~, no\\ cnar~e lifty cents r'or one bend 
urd ten cents apiece for acc1tionbl ones . 

" I., .. !.t."u.DS : , r . Secretal'Y, ! c. u ansv.er lhnt . as 
t'nr as r.~y instttution is concerne() . !J' a person br1n;;s in 
one bond, it is a quarter ; if ne br i nes i n fi ve bonds , 
v.e cnar,;e nim a quar ter • 

... 11 . hdl. : ~ou get jus t expenses . 
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,.,, .. ~IiNAo<DS : Just enough to .;et expenses . Ancl r.e 
a t•e not .,oi ng t o char ge • 

• • 11. 11 Et.L: It is nard to expLai n to an individual as 
1o why l~~e banks .:; ive t he Govermnent <ill this ser•vice of 
i3suin~ the bonds f r ee or charce, on., then an indi vidual 
1. ul~s in • i t n a lit t l e bond of t•enty- fi ve dollars to ,et 
il cushed , Clll d all you do is certify his nOJlle, l!llc tnen you 
1·.un t to cn~st•ee hi m l'l i'ty cents t o a oo i lar, 1t i s hard to 
ex:-tain to t .. at i ndividual \'.hy i t is . ., • 

. : .•• ;:'LI'I:IG : Just t his oirterence, t .. st the i:lci vi­
cu•l nas to s :l· ear t e i'o re u banK otl'icer ar.d tnat bun k 
' .1cer h3S to· kn:J~. a..c 1oent ily t ~ost l nciv:o.Jal. A 

.;rea l :J:·my of t .. ese people rno come i n are not :~our custo •. ers . 

A .; r eat .. lllny or t nt:n r idn ' t buy tne lona tlJ!'OU._il you. 

h •. Jh: They becoate potcntid C..l3t r.crs . 

1:1 .• FL:. .. I:lG: · .. ell , lney m'Y· bul i t lS a question 
of i cent iri catbn . ~>t noy bunk l'.e don ' t charge anytitin£ • 

t ... :. JI. : Look, t his is new t o me. Let Bell think 
at out i t; let him ma.<e t11e recO;WJ,endnlion to me . I h•ve 
never heard of i t before. I am a very co nse rva t ive cuss 
ane l move slor.l y , see ? 

... , , • .. rGGINS: ·;.eu , it is a a:a tter : o l t.e little b3n.<s, 
rart icu !s.rl;r, and they feel i t i s 11urd to explain to t nec 
thj' tl:ey ao so mucn free >.ork s Uinc i nc bond, e;;d t hen 
;;ou object to thei r ~ett:n;; ten cents a~ove t~e cost to 
to.~e tne tirJe or tt.e olficer to t;uarantee s ut;n• ture 
~nu incur lia~ility . 

' ... BELJ, : Lli course, he can walk across t l.e st t•eet 
· o a oost office and ~et it certifi ed for notnin~ . . ~ 

·.~ !lf:'.',:.i L: The post o!'fi ce Jtl j'S, •·.,e o.re t oo b·1sy; 
o and see ~·out· b11nk . " 

' . , :::.L .. .~. Ls : Tnen you ?~ tbe ' post orfice t o co it . 

. 
--- ~ ~- -·--~~~--*--
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, . .. Jl,: Gi ve us a da;, o,• t1·o, 1 ill you , ,:entle:ten? 

..... DhLL: 1 n!!Ve c; i ven a lo t of t ltOUght to it, :.:r . 

123 

Secretuy, und you kn ow we have o.utho t'ily now to cesignate 
the b1111ks as our agent to redeem savi nc s bonds, and 1 
t!lfl't.;ht , in connection with that deslt;nation, we mibh t 
l'o? rk out a schedule of Ct.• ••GeS 11t.ich we 1'ould stand, iust 
li.<e we n:~.ve t he scn edule or cuar,:cs in collecting tne •:.i th­
~.obint; taxes . •;,e heve done t hat t hrou ·h t t.e issuance of 
l1.0 ~Prcent ae;:.osltar;; bonds . '!'hey \',otJYc be our Bi;ent, 
3:.a :l~ t tne o..;ent Of t he i nclViduul. ':'net•e tney \'.Ould 
a.sJu:ne sa::e res:-ons i Cilil;; and redee11 tr.e tonds just liE.e 
t:~ey cas.> our c necks • 

.. . .:.' . J.~. : !t is all ner, to :ne, so 1 r.ave to t t:lk to 

'·"· Bt:.LL: All rient. 

H .... Jk: ~.~ut el s e ? 

~.JI • • rl'73Hl3 : l<ow tnis othe r matter , 1 guess - ~·r . Be ll , 
pro'tlatly you are not particul ar ly i nte t•ested in th is r..atter 
of wtu•ntn~ tne banks about violati 1ns of these la¥,s . ..e 
11re vee~ .,lad to s end out a l etter on lne.t ••10n6 H.e lines 
oi' your ::le!llorardum, i1' : ou r.ould 1 ke !'or us t o co 1t. 

~· ... BI::U.: _ Mule like to .;o over t •. ~t first. 

,':':> the Secretat-;: . · u is a ~ .. tter tt.at ! n .. ve nac up 
- it~ t hem, advtsina the:t t uat Y:here tuese banks ;;at in~o 
cif!'icull'. , t he co'husion cetr.een a loan snsr.: ana t ne 
:no i vi dual, .. na c;et tin.; t.ne ct.eo.cs cac,. ..nc c:;sned, ~<r.c so 
forth , r.e thought t ne banks ou.;ht to "nov. aboJ.t t t.eir 
J.iat i li t y . 

t .. .l. Jlt: 1 8Jil not famili ar ¥:itn lt. . 

::,,, • .. I G} rNS: We did brins t na t up befot•e t ne group , 
-me we tnou.:;nt it 1.as a ot·oper service tha t we c:>ulc nel p 
out ''·i tn, ana we 1.oul d be ,;lad to co it . 
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.... bELL: I r;i, ll take anotne r look at tne ::~emoranaw:~ . 

'!."' EDi',A!JlS : For tile Secretary' s record , you haven ' t 
Jtenti )ned the bi!l rate. 

1.1.. • . ,ll..il!.S : I am cOllinz: to that : Pro,gosd to chanJe 
••ales ana terms or ':'1•easui"'J bills . I left that t o the last . 
.• e CiSC"ssed it at lunch to some extent, nr.o our conclusions 
•re tha t no st.owing has been made as yet to us that r.oul d 
baicate any need - any ur&ent need - for any change in ,. 
the bill situati on ; tnat silort - ter•c rate -:>J•obnblv i s a 
little t oo low, but t~t tne r::echanics of'tne bi~ a:1o t he 
r~issue , and tne inscription for nero ~ills attending, ~~d 
so !'orth, snould be si=a?lifieo . 

: he ?resent ~echanics are not quite satisfactor;;. 

" rELL: You ~ean for the Federal ~turities . 

.. :, ~ .. I :•a.:s : ~he extent of maturity. 

~" · FL .!:1!\G: ':'hat v. ould not only be FederKl Hcserve 
maturi ties , but o thers, t oo . 

~! ... l::.LL: You 1·;oul d put t uem all on the same cas i s? 

:.:,, , ~L:.!.~TIIG : Yes . 

r .• .• .'n: :.ell, :;o-.J. sa'll' tnese .:;entlel'en tt.at \'!ed 
or nere . ':hey are (;Oinr; to oeet at fi v.e o ' clock.v;i~h 
lecnnicia.~s fro::. the Federal neserve . • e are br1n,;1n;; 
Muse down on a ,glane tnis ai'terncon. 

Can unytooy here f'••om t J. lS COiulli ttee stay over ana 
sit in v.i th ti.at group'! Is anylocy .;oing to be here over­
ni.;ht , onyr.ay 'l 

::, .. ,·,JG1INS: 
·,ccnanics of that, 
to a t tend. 

:: .•• SP ..... CC..\: 

I am, but I ::no•' so little atout t ne 
it v.ouldn ' t be ~.o rth unytning for rr,e 

I a::1 .;oinG out at e even , or r;oulc like 
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sl .' l . Jl\: Tbat Muld be all r ight. Coula you stay? 

:.: .t. SP :.!~CEh. : Yes . 

H. '.:. Jl\ : I mean, house \',ill he here, and the others . 
Then at least ihey r:oul d know how you people feel. I l'.ould 
a?preclate it if you could . 

~.~." S!':llCER: I dll do tha t , very g!adly. 

!!. : .Ji1: ':'hat v:ill be ~ood . 
t.el ~eet , and ~il . I t is viner 
.,hlcld.s . 

llell will tell you r:here 
t~.nd George .. arren and 

'\,., B.LL: A.l'IC. Don \:oodward a1.d Larry Seltzer. 

t .. . . . Jh: Plus tne federal i.e serve pco?l e, plus !Job .-ouse, 
and our o •. n people . I nave told them to ~;o into the tning 
and ..;ive me an an swer. \',hen they get dovm to mechanics 
they ousht to be able to .;ive me an ansv.er . I d3n 't '1\ant the 
mechanics to swi ng the rates , once r1e have dec i ded to leave 
tne rates alone. 

lf.l:. BELL: IJid your gr oup cons ioer t he bid-and -ask 
?rice fo r Treasury bills, allowing tne market to come in 
and bid, say, nine on four, a 1i ttle lcJs t han the three 

it • . • Jk : Dan , oo 1'ou mind let tine tnat co to tnat 
group? Tha t opens up toat ~nole quest1on of mecaanics. 
Co you llli.na? 

~t!\. B::LL: No, I don ' t mind. 

H.M.Jk : As l ong us they haven 't cUscussed it , anyway. 

L!h. WIGGINS : We a-:>p reciate very much this opportunity 
nnd v.e at•e glad t o find· ourselves in such 6eneral agreellient 
with your progr um. We thtnk tbut i t is a er ana job, th~ 
t hi rd Ol' i va, and the objecti ve s arl.l pl ans are very promlS· 
inc ror the next one . 
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h.::. Jr.: 1 appreciate tt1at . I know there is ~reat 
cii rt iculty in travelling t hese days , ano 1 aporeci ate 
,our co.11ing oovm, and I say agaln for tt. e Tre~sut•y, r.e 
nnn rcclate what the banks ha ve done, ~nd t he A. B. A. nas done, 
,,iJ<! I l iJ.nk it i s a fine working arrang ement . I like it . 
I nope you like it. 1 r.ou l <l like it to continue . It i s 
very useful ror me , not j ust because v.e ue in agreement . 

l~ss ' g roup here has done a fine joo. It 1s diffi ­
cult . Afte r all , l et's be rrank ; uer e i s a r.nole Fedeni 
. .e ser~e ::;~·ste"'l, tv.el ve banks , Federal .1eserve ooara , 
Fecerlll :.eserve aC:viso rj' ;;roup, .. nd tney a ll take the 
· os l tlon 011oos i te froo us . :iot,, v.e are o:a ly nu::.an . • .• e 
c•n ::a.-;e :nlstalces. :·ov., you rellows are in tn is business 
to r.us~< e a iiving, ant r.e are here, s·Jpposeoly, t o serve 
;fou . 

~:h . X::.\'iELL: You rn.Ue the st at e-nent abou t tue :ederal 
Aa vtsory CoJJJtJ.ss l on . I llai'?en to be a ::te:nber of i t , 
and seve1•u! oi us are me:nbers or it . ·::e have cons istently 
opposed tile cnan:;e i n tile bill rates . •;, 10ever told you 
l .•e ?eoe!•a l novisory GoLl!n i ttee recoml.ended it--

H.I! . JR : Nov. , v.ait e. miniJte t nere . 
l'r·o.t. a re:nark t .. at tney a<ie •h.: re, t •. at 
Aov. s or ;v S_. stem - nor,, I ::te.y be WI'OOj; -
:.;;stcn., or r.hatever ;.ou c:oll i t --

.... :. n.: ... r.as o . t to o- -

I ~ot tne impression 
t ne Fecer al aeserve 
t 110. t t r.e I\CViSO l'7 

' B " I d' •t t t ' t tut 1 t hi n!( t ne reoer•al . .. , . ~ ..... : 100 ge •. a , 
11ese r ve presider.ts, ..no t ne t>oaro. 

!i •• Ji\: 1 u glad you ra ised lt . 

L: h. 1\E'I.'SLL: We are unan imous a..;ain st i t. 

·: . t . J .1 : :-o s .• ow you nor. sure J. a:n , 11 s~ebod;· put 
~.e U? to t esti .t'y , I ,·o ulo nave :nade tne same stat ement , 
t..11t : r.as unoe r t ne.t i•~;:- re s s i on , r .•. t cr. I ..;o t frJ:r. the 
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~ect in~ the last ti~e, wnicn is ff-Ost l ikely my mistake. 
'•,no re ooes the adVlsory group stand? 

137 

!!.!1. I'IEJ,ELL: Opposed to a change ln tile p1•esent patter n 
of bill ru t e3 . 

H. · .. m: ~<s or now recently'! 

llr .. ·:::: .. l::t L: .. eJ.l , v.e met Sunday and yesterday. 

:Lh. S"!:NCtll: Sundey noon . 

·;.. ;~r; ..... LL : .e n ... ve been opposed to l t i'or t r.e i ast 
si x tlOntns . 

;; , ', . h : It i s n:ost likely my OTm r..ult, but t nis is 
t he first li::le .1. nave •. eard i t . 

:.l.t • . lAWti.D:: : That was not reported t o lne bOl!l'd 
yes te rd><y, SO t hey ClOD' t knOW 1\0YI Voe felt . 

11 .!' . Jlt: 

'·' ..... Bt..ll : 
: ea "a vi s ory . 

Dio you (Bell ) ~on? 

I didn't ltnow tney uad disc ctssed it in 

!!~~ 1\ r.l';c.LL: We Md discussed it before in the ~>oard 
ano l!arriner lectured us for our ci i sloy.lty for re fusinc; 
lo c;o along ;·,i tn the rest of tr.e Feoerd . .eserve Syste:n -
not once , but man y ti~es . 

n .... Jk: ·:.eu , anyr.~t v, 1 iike t~ wo1•k t..is way, and I 
a?p,•eci ate your coming dorm . 'i'nere may be ti:nes v;hen r.e 
v.lU \.e wrong. ..e are ahays glad t o liste:J . 

I haven ' t ye t made up my mind, quite , on the baske t . 
I oon ' l v.ant you to go away tni nld:l;IM/e . I want to talk 
n lit tle bi t more to Gamble and to the salesoen , because 
t11ey Mve to sell t hese c::omoditiee . But l ta1e it you 
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~"ople J'cel that there is no parti cular usefulness for the 
one lllld a nalf ' bu t if we kept ille ho, instead of tlle two 
and a qua1•ter, woul d you feel very much upse t? 

t4h . PvT':'ER: I think r;e would . (General aJ reement ) 

~f. !. FU: '.ll;{G : The tr.os are bound to find tnei r r:ay back 
in tr.e banks . I tn_i.nk I a:n stating oot•t•ectly. 

:.~., . EIJ,.>\c.OS : 'ihat is r.bat you say you don ' t r.ant . 

:.:,., ~JJ .. ,..L$: ;,ei t ile r c.o 1\C . 

!1 . • •• rr, : llut I j ·Jst v;ant to let j Ou .mow. A.~d ~ have 
told t ne Feo.eral •. eserve 1 r.ould ;ive lheL1 anothtr clcance 
tomorrow. So I neve got Eccles c omln.; over al turee 
t Qmo r .r O'N. 

::1,, PO'iTI;h: I don ' t know how t he rest of them feel, 
I t hink Lllere are only t;vo nluces for tllc o~e and a nalfs ; 
i n Lhe bunks in the f i rst place, and in concerns like rail ­
l't~ac com':lnnies uno ~ublic utilit i es t .o nt nnve fi xed t.aturi ­
ties oue' at a t !:..e tnat tile one u:.ll a nrtli's 1 ould fit in . 
Iio you see? l.net•e t hey nove an uccu.:ruiction of cash. 

Thill i s a rather li rai led demand except fr•o::. th e ba.1ks . 

:i.~ ht:LL: :.xcept fro:n t ne free -ricers . 

~-~· t.A:~U:JJt: : They c~n buy tax certiflc«tes for t nat . 

• \.1 , MT~h : Yes . 

1:. ... tL'' 'IXG: If they are coing to hold tne!:l for 
l!.t•ee yecrs. 

ii .:: .. n,: Is Stonie r s iok? 

· ... YU.!UI\G : Yes , ne is . 
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I understl<nd you Tlant us to gi ve you two memoranda; 
one on the basket and the t ype of issue, and the Dther on 
tl.eae aadi tional things . 

Ml,. S\I!Th : No, one memoranotun reeardine the savings 
depar•tr •. r nt in commer cial bMks, end the other regard ing 
the opening up at mor e fl'equent intervals for mutual 
savings, i nsurance compani es . 

fl. ' •. Jlt : And J"OU might add t he h.enty- 1lve cent fee 
tusinesa . 

139 
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4o •• l a • •' g• ._ t '- .... • a. a ... 

_,_ ..._ ._ a s a P· 
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11/16/43 

This memo is a result or a night meeting 
at the Treasury at whioh were present the 
men whoee pencilled namea are at the bottom 
ot the memo. 
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l'ropooe4 ChADl:ea in t he Moehan1co 0! 
!oDdoro tor !reaeury B1llo 

1. All holi!.oro 0! !roaeury bUll ahOilld be si nn the rit;ht to tender 
their bllta "' aatur1ty a.nd. recohe in uchi.DI:e an equal par 
~JAt o! nov billa on a }/8 ot l percent diacount baaia (99.905 
t or 91-dajr bUll) . 'Xo tho oxtont that uchancoo do not t<:ko up 
t!lo fUll anount ot the ortorlct: , allotcento VO\lld be aa4o to the 
hi~ot biMora except tbat fixed price tondoro t or $100,000 or 
leu at 99.905 vOilld be allotte4 in !llll. 

2. ~· Fool.eral !!e10ne Syate11 vill a....Ul 1taol! 0! tbio privilege 
vith reapect to ouch o! ita holdiftCa o! caturing billa ao it 
c~ns1dera ~dvia&ble. 

) . !he trouury vill ~ a br ief o:q>la.natory proto otato,.nt in 
connection vith the iaouo or the roviaed oirculAr . 

4. The Federal Roaone BMict vill oont1nuo t o oncouro;;e tho placto;; 
o! t ondora tor bl llo. I t io expected that under tho propooed 
eyete~ the Treaaury would receive an adequate amount ot tenders 
at a rate o! 3/3 of 1 percent . 

5. In connection with tho introduction of tbio new procedure it 
voul4 be neco ooary tor tho Federal Open Marke t Co~ttoe t o 
woend ito practice on repurObaiO optiono ao thnt commitmonto 
to roaoll Troaoury billo would not bo modo lator thaD tho 
Saturday noxt pr eooding m&turity, 

o. Othor phaooo ot tho prooont V!IY of hallcilill/i Tr oaour:r bill 
iaauea not montionod above vill be continued aa heretofore • 

. .t/.1 I -/.J l.. • .J 
194} A~ 1\.oU- 1 II 

').. .._, . I . 

, ... . 
v ,A...\f' 

' I ·- -7) I. 
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TO: 

FROM: 

TREASURY DEPARTMENT 

SBCRETARY MORG!NTRAU 

TBD R. GAMBLE ~ 

WASHINGTON 

• ovember 16, 194) 

Following our conversation with respect to the 

basket ot securities to be ottar ed in the 7ourth Ylar Loan, 

I wish to make two suggestions to you in wri ting. 

Suggestion 1. 
That the basket t or indiViduals and t or inourance 

compsniea ,aavings banks and other corpo1·etions and investors 

oonsiet ot the same securities as during the Third War Loan 

with the exception that we substitute tor the 7/8% certificates 

e1the1· a three-year 1~, or a tive-year lt~ note. 

S'uggestion 2. 
That the basket tor individuals and t or insurance 

coopaniea, savings banks and other corporations and investors 

consiet ot the same securities as duri ng the Third War Loan 

with the exception that we substitute tor the ~bond a 

2~~ bond whioh would be automat1c&ll7 restricted because ot 

its maturitT date. 
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rroc t he Treasury 's point of view. All things considered, 

hOwever, the elimination of the short 7/61> certificate 

wil l be a step in the right direction so fer as these drives 

ara concarned a.nd will do much to quiet some or our i mportant 

c:·itiCS o 

I further believe that our quote should be no greater 

than fl4 billion with $56 billion ee a~ueta for individuals 

end t86 billion to be obtalt>ed from ineurllJlce companies, 

mutuel &livings banks and other corporations end investors. 

I will not attempt to give you a breakdown or the 

corporation goal so far as securi t ies are concerned until the 

basket i s determined. Inasmuch eo the securities under dis-

cuoslon make little difference so t11r as the individual quotes 

ere concerned, I can give you 8 breekdown or thU. 

E Bonde tJ billion 

7 end G Bonds $1 billion 

Other securities $l l bi llion 

Tote.l Individual 
$51 ~ota 

billion 

It is ~ further recommendation the~ the drive 

start on January 18 and that we concentrate exclusively on 

individual& until 'February lat. We ~~uld open the sale to 

corpore. tiona, mutue.l savings banks and ineuriUlce compllJlies 

on this date and permit the eale t o individuals to continue 

until 'February 12t h. 
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It suggestion 1 is adopted, leaving the ~ securities 

in the bAsket, I teel that the Treasury can in the light ot 

our experiences in the Third War Loan go a long way 1n clean­

ing up the tree-riding problem. 
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t )be Secret&ry eai d tlvl t J.!r . l!cConnell 

should take only Mr. Sullivan and llr. 

O'Connell with him to the meeting. · 
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TREASURY DEPARTMENT 

INTIUII OI'J"1CE COMMUNICATION 

I 
147 

Secretary ~orgenthau November 16, 1943. 
TO 

,.o,. R. E. McConnell 

Mr. Lubell, of Mr. Haruch 's office, just called 
to sar that Mr. Baruch woul d like to meet those 
inoiv~duals in the Treasury who have been doing any 
work on any phase of the problems which concern him. 
He 1.ants to get a general idea of what has been done 
and who has done it, and sometning of tne nature of 
the problem. i.ir . Lubell said that he was concerned 
with surplus property, fiscal policy, use of war 
plants, tax aojustments, etc. 

Unless you wish to make some other suggestion, 
I will ask Mr. Sullivan, 1!t• , .,~j,ite , l.!r. O'Connell 
and Mr. Haas to accompany me to l.lr . Baruch 's office 
at eleven o 'clock tomorrow mo rning. 
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··~· .. _ . .. . 
? · ... !"t 
"cCo:1r.cll : 

·~• : .Jr : 

' . ... 
::::J:-: 

~:.J:- : 

... 

.. . 

:O::~Jr : 

. . 

lf:.:Jr: 

Yes , !1r . Secret ll ry. 

Look , !·~cConnell , this o·t.;..,.cst!.on of Sar-...tch 1 9 
thnt he wants to see oll the peo~le ln the 
Tr easury , I think is a llttlo cockeyed. 

'.I el l , he ~:on te to k i nd or ._~t a lire- u;:> on 
li>.r t the pro ~1 em 1 s . 

':;ell , I dO:'l ' t -- you can give !t ~0 h1o: . ::o:: t 
:ieorbe !has ~ s -.- •o '"ie nee~ :\ere .... 
,. -ee , ! :c:-lo\: he le. 

.. . . end . . . . 

! Just ~ou'l<i tr.at out . 

. . . . I dtJ:. ' t :tno1;1; - - 'hho 1 o ~·:hi te? 

Harry • 

":I ell , he ' s too busy to be runnin,_ over 
I mean -- I' m not -- ~<hy should !l3ru~h 
the Tr easury peonl e? You ' r~ here -- I 

:here . 
l ook ovP.r 
-ean ... . 

You kno w t ha t >:as the question :ht t :1e ar.• ·.:e::-ed 
that we begged-- in h! s letter .... 

;:ell . : t s ZJe~s ch!lC:.:. ah to ::e . 

t\'ell . do :;ou :r.;.tr.k - - e:.1ppoa1 .. : S·J~ 11 vlt!': a;.d 
::·,self and O' Co ~r.ell _o :hen? 

~nt'e good enou~, . 

J ust ~,e tb~ee or us. 

Yeah. 

Okay , th en. 

I -,ean this idea - - he >~rnts to 1ook ov•r the 
Treasur y oersonnel -- I ' m Just saying this fo r yo ·J -­
Don ' t you thlnk 1 t sounds tunny? 
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·~ell 1 I thi:llt he 0 s pr obabl y t r :t lnt; to ge t 
~r1Pnted ano if he .. . • 

11ell .. .. 

. .. . c~n fl nd ou t what t he pr obl ems are .... 

'llell. ... 

. . .. e nd \~ho 0 s worki ng on th em .... 

'del l 1 '.1hl te and Haas ar e up to thelr necks on 
other oatters . 

All rlsh t . 5ut O' Connel l and Sul!!van ~ill be 
ell right, huh? 

Surel:t . 

All rl;:ht, f ine . 

Thank you . 
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!,.. .. 1111tll 
Rt111tr' Gaetoa 
!ht ..... ...., 

• 

Pl•ll rte4 tilt •-••'• •••••• oa tilt 11!1 .Ulloa 
bill to r a4n•t111 ... lit ..... u looltt •• tllouch I wu colac 

to l!tw Yol'lt tor 4tfllllt .Uai'UI1111• I f orce• Jutt ,.., tilt 

Senator 1114 •• 414a' t 4o ln tilt latt War lon4 Drln . ft1t 

Senator ' I n&al 11 Baakhte4. - r ....... LJ? ... 

\ 

\ 
I 

/ 
I 

'• l 

. 
_ ____h - - ----
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Kovember 16, 19~3 

I talked to Frank Knox tonight end told him ~~at 

the Bankhend Bill for adver tising wa r bonds fo r ten or 

fltt~cn mllllon dol lars was paaeed today. He dl dn ' t know 

it. I aeked him lf he wouldn't get busy and do something 

abou t it. He enid he would think about it and give me a 

call ln t!1e morning. 

. -------
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Nov.aber 16, 1943 

II,}' clear General; 

I have received JOUr ... orandua concerning 
the auctioning ot autographed plcturee, poatera 
and the like tor war bonda. 

I think your point ie well taken, a nd I 
agree that ec:aething ahould bt done about turning 
theae thinga our to the people wlth the aoat aone)'. 
It \a • o.ething that we a ball conaidtr during the 
Fourth War Loan, 

Rut auured that )'Our name will not be uaed 
in thla •tter, but that ;your wlah to au aomething 
done about it will be caretullJ followed up. 

I want to thank )'OU again for al l JOU did for 
•• while I waa overaeaa, and eapeclall7 for casing 
on the radio progi'&Jil with ••· b )'OU no doubt know, 
thia apeeoh wae ver7 well COYered b7 the t.erlcan 
preu, and I teal eure tba t 1t did a great deal of 
good . 

Sincerel7 JOUra , 

(lteoed j 8t QZ7 Korcenthaa , lr, 

General Dwight D. l i aenhower, U.S,A . 1 
C-nder -ln-Chief, Allied Foret l!eaCiqut rhre , 
A. P. 0. 512, 
Care .Poataaeter, 
llew ~ ork , New York. 
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Novelllb~tr 16, 1943 

ll)' a ear COIII!Wlder: 

I ju.at aent a letter t o General Elaenhower 

concernillf: t he memorandllll which you forwarded. 

I am glad t hat you sent it along , and we 

will do something about 1 t. A carbon copy or 

~ letter to the General 1a attached . 

Sincorel;y youro, 

( ...... ) Jl. .llOlpiiUaAW1 Jr. 

CCIDallder llar1'7 C. But cher, U.S. :l .R., 
MaTBl Aide ·to the Commander-in-Chief, 
Allled FOI'ce Headquarter•, 
A.P.O. 512, 
Care, Poetaaater, 
J;ew York, !lew York. 
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ALliED FORCE HEAOOUARTERS 
Office of the Commendtr·ln· Chief 

29 Cct ober, 19~J. 

Dear Hr. r~ore:entheu: 

The tmne resl bonded u the e t teched r.emorandwa 

today ond suggestod that I aend the idee it conteine to 

1aneone l mte:ht hOJJpen to know in your deportment. 

After reac!ing the memorandum I peraueded him 

thet it ohould bo aent dir·ootly to you . Ho hoe egreod 

bat baa asked me to requo4t the t you oonaider t he sua­

ceetion •• peraocal end ccnttdentiel so thet his name 

will not be ott-ached to it. Re also pretera that 1t 

not be circul ated in tho Department. ln other worde 

if the Idee boa any merit plea•• oonoidel' 1 t without 

o.ny ::-otorence t·o him. 

1 was pleosed to eee you eeeitt while you y;ere 

In Aleiers . I rocched 5th A~ juot eo you had f!niohed 

lunch end bed loft . I hoord that you hod on exteneive 

trip to the t:"'nt and wero right up there where tbe eu.na 

wore popp iJ:lG. 

Reopoctfully, 

~V'~ 
r;.nrn c •. au•J'Ci:J>H 
Ca:zr:cmder , u.srat 

t'onl /Jdo to the t- in-e 

The F.on . Henry Corgao tha\1, Jr. 

The Secret ary of the Treaaury. 
~ashingtcn , D. c. 
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AlliED FORCE HEADQU.AATERS 
omc:e of the Comm•ndtr· in. Chltf 

20 October, 1913 . 

~I:!!.:OKAtu>UM TO Sooretflry of the T·reaaur yt 

t h1ue f'requontly Men requested by per-aona oonduotln~ locd \lt.r 
:Jond Ur lvu to aaalat them by f'u r nhhlt\" autot,r&?ht d pictures, 
t.utor rapht-d •••r Sorxl poste rs, o r to!"JJ!!ttme 1 to prov\de an ite:n ol' 
unlfon· oqu\p1r.et\t such a.s ,.,_ epaulet. l'htlt 1 ~II' I aro uat:i in 
a;Je tlo:tll\: or ·••r Bonds. I h t.VO noticed that thtt t ite!f!a a.re 
alW!tYI r;htn t.o the hlfhoSt bid rec t h e.d. at o.ny ;»e..rtlcu l a r .,,o:t\on . 
I •• hap?)' to coopl:f w1 th stsoh r equests ~cavae &:l¥'C.h\nr that. [ 
-:a"\ Jo to atla..lAto •ad calntaln iOrtle , either ln t he !! lllu.ry or 
'l lvll ltCtlor.a or tha United t;auone, h a.l'Wt.yl c heert'\llly doM o 
~t I shou\1 l!k& to uk, 1110st dirfUontly . • quootlon thu hu 
both·nel riO Ill bit . It is this . Is t!"iel"e •rt' ;rac ttc•ble W&."J of 
·1v1.1\( Rn awo.rd ln these B.\letions to tho - ... n who cub ec rlbea the 
croa.t4'11t percente ,;e or his total annual tooorr.e 't In othe r words. 
! 1\r' th1.n\d.n; or soma nethod o!' r e.,.ardlnt t he rL"l •t.ho rakes the 
r re n. teat ro lt\ti.vo aa.cr lflce 1., pu rchtui nc 11. lJnnd . I woul:! pe r• 
aonal l y bo ~e l 1thtert to hel ? ln any po&alb l ~ way , tf tuch ~ thinr 
w~ro pr&ctLe&bl~ . 

:h., \ hm h ~V.["sted to re bacause I hAVe juet reoo\ved word from 
a ll ,._n ln Cl e vel!111d. al;.ating that s. wa r :'Oster 1 ttutorr ophod wont f or 
a tot~l or ~or e than a nil lion dol l•r • ~nd he 8akel no 1~d1~tely 
to a \cn '-n:>the r one whlc:h would b r- 10( f o rward D.."\Other J~ Ulion 1ol· 
l'l.t tub.sor\t:t\on . ln s.uch compotlt' on , tho nn ,. ,~.rnln;, t!fO hur:.1r1d 
dollart a nonth Lt oxeluderl acd t reroly wonder~ •hether thoro was 
any • ay of r o • rdLnt hlr.. just. as I am "ore.,•r lool'ir"t.# tor wsys &!l:l 
~cJ.Ot !"or row..rd\n,u wy :solilera Ln the ra11ie& tor coO'l terrlce 
oqu~lly w'l.th tho ~;.enerUs un-:ler 'Wb1),. they aer\·e. 

tr I'.Och an 1doa oe.n ever be i)laced ir1to p r &ctlcll oper a.t!o :-., ; lease 
Jo~oonnoot ~ 1Ul!nO w1"t;.i. it in a_ny •*Y· 

IS!- . 
l).t[ l!l r 0 . :.ISS.d!Q .• t:R , 
Ocneral. U. S. N',1y , 
Col'lf'<l~cr- ln-Chlof . 

.• ' 
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ICT 4aar OeJ1aral1 

!haJik rou tor your latter a4Yia1n& aa t hat 
aoaa ot tha .. tarial I raquaata4 ia OJI t ha way, 
You mar raat aaaura4 t hat tbia will ba put to 
good uaa, 144 I appreoiata the trouble you are 
takin& t o ••• that thay gat hare in tiaa t or tha 
r ourih \far Lou, 

I haYao•t 4ooa anrthio& rat about the boo4 
mao , but I bMYa baan maki ng aome plana t or 1nolu4-
ing tha aol4iara i n tha naxt 4riYa. I am quite 
aura that our axpariaaot wi l l work out ••rr 
auooaaatully, an4 to tha aatiatuotion ot both tha 
Armr MD4 tha aol4iara, 

ThaJik you again tor all you 4i4 tor ma While 
I waa oYar there, 

Siooaralr your•, 

MaJor General 1, s . HUcb••• 
u. s . A., Daputr Tbaatar o •a4ar, 
Raa4quartara KA!OUSA, 
A. P.o. 5) 4, o/o Poataaatar, 
Naw Tork, Naw York. 
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HEADOU.UTUI 
NOlTH AnlCAN THEATU Of OIUAnONS 

UNJTtl) $T A TIS .uMY .· 

4 t•ove .. ber 1943 

.Q: • ;~nrj' r hrgonth.eu J r . t 

3ocr~trr• or tho TTeeSurJ , 
... in:·t;l: , n. c. 

C b!.e:":l'f::::S :1 ·1e ju:t 'be~,. t'CCe! ve:l t r7 Sic\l:· 
1:: ir-'ie::ti~- ;:. ~ :::.1 n ... · ~ cc;.o t!' ";:~a 

.s :.· • lo3i~~ .; or ~:.& ::eY.t '•r ...... A or-!•to · ... ,.. c:. 
.:. ' c:.· .. 'G rc~·~· ~cr lc...ei:-..,.. . 

-::.~ ':",.:=:1:: :....1_-:-.a...:::t 1~ ...... ~ 1 =- ... c. '! 
c t "i: ..._.:-c,· !:-Oi7!'!!<J~l r:.::C 11o-;1::ctivo ·~ 
:')c' lo .l " c:-. s . s . ~1!:~. 

t. r.:J ~c 
.!.c~. t:.!"'o 

7cr" rr .... - Sicil"T i:;. !.c ::e~ t t .. o d!~fte· !!y 
•. ,,.. m oa.~nt"~·er!. , b'J.t t:l t ~:~,. ~l.. .. '2: r'· t. r.l:r. 
t o • rl; ,';.s c:·c ~rC:1 ~:r \·i:~1·Jll't , • ,4•1 .. t c·llc.: t .. o 

~r .. :1 ortn ~i'"n re:.: l u , who _ ro· ioo' ~· t ever~· c!''!"o:-t 
,, uld bo ::~de to cot t!lese t<>rJttJ N oj; to y:::u b:' t:.o ;.'i:;zt 
cl O<>c<~: .bo1·. 

t he .. e t.~ t ~·eur nr P.4o"d r.ltll • .. 111 r:•! vu : o~~ . 
c~ Ol'do·· t: .... t r.o U'./ ;et stnr~od . : t.·~ll or •• 1""./ e:.tl 
c:- O%'i:.:5~.t Of &eei-.... ~oC':." Q C.l r..oro -:-~:' ~· \'rO C"!." t, ko 
!1' • or1ca so:~Her3 . 

-- ~--· - '--
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TREASURY DEPARTMENT 

INTV! OFFIC::£ <XlMMUNICATIOH 
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DATC Rov .16 ,194) 
TO: lira. lolcBuah 

,.ROMt Mrs. 'l'urner 

lolr. Gamble thinks that under the circumstances 

the Secretar7 should s ign these citati ons. Without knowing 

just what kind ot a l etter the Seoretarf would write to 

a close friend, he makes the attached suggestion. 
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Dea.r A!IA& I 

I raoa1Te4 JOur Tar7 1Ataraat1n& latter aa4 
waa dal1£)1\e4 to lalow \bat JOU an n111 taldac 
euoh a "keen• i.ntana\ in our war bond procrsa. 

During one ot l oan•• T1a1'• bare be t old 
me about the V1otor{ Square raplioe ot Wouot 
Vernon and the Waah ngton ~numeot and all ot 
t he goo4 work tbat had gone into thia T&rJ 
patr1ot1o endaaTor. 

Aa JOU ai8)1\ wall 1ma&1aa, I han nr7 
oaretull7 &T01da4 pertoraing auoh taaka aa JOU 
euggeat, but eo l ong aa tha7 aeam to haTe JOU 
•on the apot• I will be .ora than plaaea4 to 
aign th••• oitatione t or 7ou. I do tb1nk, how­
eYer, it ia a bad praoadant tor 70ur 1athar to 
lieD th .. aa it would in all probabil1t7 bring 
a ral\llar daluaa ot euob raqueata &Ad ha oaADot, 
ot oouraa, bopa to do thia aort ot thing uodar 
hi a nrr '1'71D& aoha4ula. 

With all 10o4 wiabaa to JOU &Ad the ohlldran, 
Iu 

SilloanlJ, 

.. (I!.IIM'l ll.rf 

Kra, AAna Booa&Tal' Boe\tisar, 
Aaaooiata Editor, 
s .. ttl a Poet Iotallisanoar, 
Seattl e, Waah1ngton. 
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J:., I/. 0 

llov...,~r 12, 1945 

!>oar Henry 1 

For t'"" yoara now tile oity or Soottlo hAa hald daily Ol>On air tlOot!ngo in 
• blook In tho !"a ln SOOtiO"l or town which hAo beOOt'10 doal~natod as Vict ory Square. 
Jo' n atortod thla goin~; r ight after Pearl Harbor and tho pritlftry ~oal of the woet­
b .. a 11 to sel t war bonds and st amps to the public who attend. But, of course, 1n 
ord~r to auatain interest we have held prograca entttrins into prcotically evory 
.,r.ose o!' the wa.r effort. .• 

In 19f 2 we had 180 pro,gl'Ula and ~6, 500,000. 1n ataq:~s and bonda was raised. 
!n 1943 n had 130 program• arxl 351 , 500, 000. nl railed. ~lte a differe nce ! 

~ ... tho oo-1ttoo, .. hich donatoa ito ti:lo and ~epa the Squoro runninl; 
the rood woat"tr months , has decided ths.t in ordor to au1 tai:l tho interest of the 
voluntary ?O raonnel they wish t o ? resent each one ot th~ with a •recognition etta· 
ti~~" wh\ch would road ao~t as fol low•~ 

~eoo5nition Citation tor Lo•ral Service l\t Vi~ tory Square- See ttl, 
To. __________________ __ 

<:Jeoauao or tho devotion of ti!Tie, thought and onort;y to a aboe re !)urposo is the 
moot orec1oua of ~lft a 1 
Boeauao you have ~iven this "s tuff or eelf~ 10 r enoroualy, so ably, so 1nspir-
1n~lyl 
Eooa1110 ,1\c tory Square has made br lllb.nt contributions to tho wolfe. re an:l 
of 001 r City, County., State and !ration under war thro,lgh your effor ts. 
3elioYO ., tt.at you foreve:- pos se:ss our oatoem and tho " • "'pleat wishes that can bo 
born or loyal aeroico . 

~dJr t~l l th•y want your s!r;nat-1re., as wll &I tho1.o of our Ste.te, County. City er.J 
'Hctory S1Uart ohaln:)8n .. 

Thov haw al&O asked na i f father could a~&n and were not et all a.thtied 
with my an8Wor of ·~:o"l So I have ncr.r r.r ltten to Oraco Tully for an "of!'icial" 
arnr::er . 

Thoro '11111 bo a oproxtr .. tely forty to s1iJ1 · 

You wore an ,ngol to oa ll me tho ot he r day on tho ~hone to give ~· such ,;ood 
ne-l'f$ a'botat John. I certainly looY forward to eeolng you and Elinor soon. 

·~. ~onry Corooathau, Jr., 
:"':.rotary o!' the treat'lTY, 

s:·•::-tr:H:, D.c. 

Af!'oot iotla +.ely • 

d-...• -
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//, 0 ... 

Nov.,.ber 12, 1945 

Por two ~oro now tile oity of Seattle hao hel4 dAily opon air ,.otingo in 
a blook 1n tht ::~a! n soctio:"l of tm·m which haa booomo do•tg.natod as Victory Square. 
Jo' n otartod thie ROin& right attor Pearl Harbor and the prilnary goal or the """t­
\n" • 11 to sel l war bonds and stamps to the publio ..mo attend. But, of' course, in 
ordor to ouotoi n Interest we have held pro(llroJr.O enterins Into practica lly every 
"?hast of the wo.r effort. .• 

In 1942 we had 180 prograns and , 6, 500, 000. in otaa>o and bonds was roiled. 
In 1943 n had l:SO progra::aa and .>51 , 500, 000. waa railed. Qui te a dif'feroncol 

No.r the oozmittoe, .,.hioh donatee ita tlr.e and keepa the Sq~ro running durl~ 
~~· rood weather monthe , has dooided that in order t o eueta1n tho interest of the 
'V'Oluntary lJI!rtonnel they wieh to p resent each ono ot tha with fl •recognition alta· 
tion" which would road aon:el'lha t a.s fol lowa: 

Rooop;:niti on Ci tot ion for Loval Service t\t ViCLtory Square- Seattle 

To·----------·-------
1eeat1IO ot the devotion or time, thought end energy to a ainoero purpose is tho 
most oreoioua of g1ft a; 
Because you hovG ~;\van this "stuff ot aolt" eo ~~:onorou aly, so ably, so inspir­
inglys 
floc&.ulo Vic tory Square has me.do br il l iant oontrlbutione to the wolfaro and dorerll• 
or 011r City, County, State and l:ation under war throu&h you r oftorts. 
S.liovo , tt-& t you torove:- poasoa:s our e steem and tho 1'-a.,pios t 'rishes that can b4l 
born or loyal aorvioe . 

t nd"r t hl a they want your sir;nature, as well ae t hoao of our State , County, City er.d 
7!ct ory Square chein:10n. 

Thoy have a lao asked ce if rather cou ld 11gn and ~r• not at ell satisfied 
wtth nr;y an ... ,.or ot "No"1 So I J'l.ave no-:r r r ltter'l t o Grace Tully for &D ,.official" 
Ane"rrer . 

Thoro wil l be a cproxbatol y forty to Oil!" • 

You wore Qn angel to call me the other day on t ho phone to gi ve tee 3Uoh ~ood 
n~vu about John . I certainly look forward to aoo ing you and Elinor soon. 

·~. Senry tOrgenthau, Jr., 
Seot-etary ot tho Trea atJ:ry, 
<ao'lln;ton, D. C. 

Al'f ootiono toly, 
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November 16, 194} 

m.;•lORAtJDUI~ F'OR THE SECRETARY 

Attached a re the two tables wnicn you asked 
Cor in yeeterday 1 £ me~orandum . 

Tne first ot these tables shows !or each 
f i scal yerr , 19}} through estiMated 1944 , the to: al 
internal revenue collections broken down i nto 
( l ) indi vidual i ncome taxee, (2) cornor a tion income 
r nd profits taxes, (3) exci se t a xes , ( 4 ) other, e nd 
( 5 ) total . 

The second table indica tes the "Addi t i onal 
taxes recommended by t he Treasury nnd Pmounts enacted 
by the Congress during the period 1933-4) .• 

Attaohmen ta 

1€1 
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loto~ rOTonno eo11octiono b7 oo1octe4 eonrcee, 1933 - 1944 

(In millioDe ot 4ollnre) 

1 Ind1'ritlunl : Corporation 1 lllxo110 Other 
fhcal yoar income : 1noo me &nd : tsxeo !/ !otal 

tax•• :prot1h tou:oo: 

193~ $ ~53 $ 394 $ 839 • 34 $ 1,620 
193 19 II()() 1, 288 565 2,672 
1935 527 579 1, }46 S}O },282 
1936 674 753 1,531 536 3,494 
1937 1,092 1,088 1,745 109 4,6}4 
1938 1, 286 1,343 1, 716 1, 299 5. 644 
1939 1,029 1, 156 1,7119 1,228 5,162 
191<0 982 1,1lla 1,867 1, }26 5. 323 
1941 1,418 2,053 2,381 1, 500 7.352 
1942 }, 263 4, 744 },123 1,900 13,030 
194~ 6, 6}0 9. 669 ~· 195 2,275 22, 369 
194 eot.gj 18,238 1J , 724 ,018 }, 010 }8,990 

Treatury Dl'))&rtment, D1Y1tion o f Tax Reftearch NOYOIDbor 15, 194} 

Souco: !rea mey Bulletin. 

!/ Ooaprioin« oap1o7100Dt tsxeo, oot~to and «itt tAXOI, OO]>ltal o\ Ock 

y 
tax, and IIC"icultnral adJuetmODt taxoo. 
Bud£ot ootiaoto ao re•iood Auenot 1, 194}. 
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Additional taxes recommended by the Treasury and 83ounts 
enscted by the Congress during t he period l~aa-43 

Fr ou 13a3 through 1939 Treasury tax recommendations to the 
Congressional colL!llit tees dealt rrimarily with specific measures 
designed to i mprove the tax system and to raise r evenue . In 
~;en eral , ove1•-al1 programs to achieve stated revenue goals were 
not submitted . In 1936, however, t he Tr onSUI'Y did suecify ways 
of raisin& about $800 million annual l y, the amount requested by 
the Pr esident in his supplemental budge t message of J!arch 3, 1936 
r.Hd npproximntely t he amount provided under t he Revenue Act of ' 
lJS6. 

Durin~ much of t his neriod the Treasury recoooendations 11ere 
conce1•ned largely l'lith proble;ns of tax avoidance . In 1934 and 
a~ain in 1937 numerous suggestions wer e made for the purpose of 
preventing tax avoidance . In 1936 the Treasury advocated stron&ly 
the t111:ntion of undistr ibuted corpor ate pr ofits, a major tax avoid­
ence device . The 1939 recommendations to the Congress dealt pri­
_arily with :ueasures designed to remove certain rest rictions on 
uusiness . 

Be(linning with the Revenue Act of 1!)40 the Tr easury adopted 
the pohcy of submitting to the Congr ess eenera.l over-nll revenue 
e;oals with specific progr ams for their achievement . Estimated 
additional revenues under t hese progr a.nts and under the action 
taken by t be Congress are shol'lll in the folloVIin& t able : 

Act Recommended : Enacted Percent 
(In billions) enacted 

~.evenue Act of 1940 $ 1.0 !/ .; 1.0 1~ 
Second Revenue Act of 1940, 

.s 75 and 1941 Amendments . 4 
:,evenue Act of 1941 3.6 3.6 100 
.. evenue Act of 1942 15.2 y 8.6 3/ 57 
Subtotal 1940-42 20.2 13.5 fli 
](evenue revision of 1943 10.6 2.0 !I 19 
?otal 1940-43 ~ Ir.5 -st'i 

1/ The original program called :Cor ~0 . 7 billion; the revised pro­
- gr a.r.t fo t• ~1.0 billion. .. ·n· . 
2/ The or iginal Treasury program in !.:arch called for CJ f • 6 b1 1on, 
- the r evised progr am 1n ).fay for $8 .7 bi llion; and t he supplemen-

tal pr ogram in September for $6.5 billion. . . 
':./ Befor e post-war c1•edi ts . The figure after post-?lar credits lS 
- ~o . a billion . 

3 ':/Action of the ·:;&Ys and ::eans Co=ittee as of ,, ove::~ber 11, 1:14 · 

1C3 
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John Sull1nn 

The 9aore\«J'1 

lloYeaber 16, 194) 

I '•• been reading i n the paper about the Amerioan 

D11Ulling ColiJ>&II)" and hov it 1e dietributing i h >lhleke7 

vi th atookholdera. It thia ian' t a tax &'foidanoe aoheae 

I nner aav one. Please look into U Ytr'J prolltltl.J and 

gin •• JOUr report in per• D. Alao ult &EO .mat tht7 

know about it. I 'd like taat aotion on tbie, pleaee. 

? 

1£4 
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IIOV 16 1913 

111 a.ar Ill'. IOnlater 1 

I -l'f'M 10111' ~" ... or Jto....t>er ), I • 
not terrlbl:r ~' about b bM411 .. ot .., preaa 
atol'iaa b:r Ole loeal IIPl u• •••apaper. I pt eo 
aoouato ... to till ... Uke that &l'CIUII4 ben that 
1 - to be laaula'-4 apina' ~ attar a 'lblla. 
111 01117 -• .. la ._, - •• UleJ lllaM 1D too 
tar, M4 --.. Ml'la.a -14 NauU • .t.a ,._ 
llnOtrf "'-' •• • aewapaper Ula' SO' 1be .... tore 
ott 'Co -b a bed a'-rt, 

I want to thank rou t~ all 1011 414 ~· • 
whllo I •• ln Olllro. I •Jon4 • .,..., lll~ate or 
_, \'laUf M4 811 01117 Nl"\ h U. t •• toolt ao .uoh 
of rour UM. 

lletb Dr. 'lbUe U4 Ill'. IIIUh een4 thalli' bee' 
r•~• and Mr. IIIUh hlle M that he 1e on the 
trall or b Me4a 'lltlloh " are to torwal'4 tor roo:r 
fr18n4' a •liJIIr'--tal r.... the 0014en Bant- 001'1'1 
h on lh •a:t to Walhlnaton tPOa Oalltomla an4 1a 
4oub~ p .. M« to a~14 aprouUns on I:M •ar to EB7Pt. 

P~aM &MePt ., .... pto~l reprllle. 

B1noeNl:r 70\.IJ'Io 

«t I) If. y P' ... Jk. 

I _, 

16b 
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PE.hSOI:AL 
Cairo, l.oveooer 3, 1943 . 

Dear ~. Secretary: 

I am t aking the first opportunity to tell you how 
deeply I deplore the publication in the local Briti sh 
press here of cert ain articles of a thoroU£hly disgusting 
nature which appeared durin{l your stay in Cairo and which 
reached my notice only after your departure , 

As soon as I aaw these utterly irresponsible and 
offensive utterances I communicated with the British 
Charge d ' Affaires Who sent mo a personal note of which I 
enclose a copy. Casey also s ent rne a letter requesting 
me to cable you hie apologies but as a faot airmail pouch 
is l eaving today and I am sending you herewi th a copy of 
the pert inen t parts of hie letter . 

It ls needless for me to anoplify my own feelings in 
regard to this incident for I am sure that they accord with 
yours with the possible difference that mine may be mora 
viol ent . I would like to add , however, that the ut terances 
in qu~stion were entirely laolatcd and insignificant in 
their scope and that the treatment ln the Arabic press of 
your visit hero was comprohonatve, dien1f1ed and construc­
t! ve as will a ppear in a report tlre Loeation is sending to 
the Department of State. 

And may I take this occasion to tell you aca1n what 
joy and inspiration your visit gave us all and how aled we 
were that you br ought with you Dr. l'lhite and l.lr . Sl1!1th . 
Please commend me to thorn both and accopt my warm personal 
re£aru a. 

Youra~ithfl::1 
Honorable I.MI.~ 

H€nry J. . J.:orgon thau , Jr . , 
Tho 

Secretary of tho Troaaury, 
I'IClsh !.ng t on. 
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Bri t1ah E)nbasay , Cairo . 

Octot er 30, 1943 . 

oellr Aloxand or : 

I more than a gree with you abou t the art icles 

1n the "Gazette" on ~r. ~oreenthau . I ana other 

membra of t hl.s El!lbas sy were dis gus ted when we read 

them; und we decided that tho rr~tter mus t be thor­

ou0hly lnvesti r a tea . I am also reporting it to the 

Poreign Of1'1ce who I know will share our coneem and 

r egret at tht e g ratuitous rudeneas to a diatlnsulshed 

.~ llied vlsi t o r to Bgy~t, on the par t of a local British 

newspaper. 

As I waa meetinc Jacoba at luncheon Y•aterday, I 

told him how d i sgusted we were anci asked htm r;o tell 

· ou of my real regr et that this ahoulo h nve hap, .ened . 

h.d Wr. ~orgenthau still been here , I would have wished 

t o l et him knov< how we feel about i t . 

. . . . . . . . . . . . . . . . . . . . . 

Youra ever, 

( S1Q1ed) 
rreren ee Shone 
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_PBHSONAL 

•::v oear Alexander , 

Office or the lolinister or State, 
10, Sharia Tolumbat , 

Cairo . 

2nd November, 1943. 

It ia only in the lest day or ao that I have nad 
the ~wo offensive articles in the Egyptian Gazette in 
connection with Mr. Worgenthau 1 s vi•it brou&~t to my 
notice. I am taking steps that are necessary with my 
own people to find out how such articles c&me to t e 
published end to see that this sort or thing ooes not 
occur cr:ain . 

I &l& extremely sorry about it anQ I ho9e you will 
Le good enough to telegraph my sincere personal apologies 
t o the secretary of t he Treasury, thQt articles in such 
bad tnste (to say the least of it) should have appeared 
ln an English language newspaper in my nrea. Small 
comfort thou~h it may be , I will do my utmost to make 
a la~se of this sort impossible. 

Yours e ver 1 

(Signed) 
Richard c . casey 

The Honorable Alexander Kille , 
American t.iinister, 

American Legati on, 
c a 1 r o • 

1€8 
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UNITED STATES OF AMERICA 

OFFICE OF WAR INFORMATION 
224 WEST 57TH STREr.T 

NEW YORK CITY 

The llonorable 
Henry e:orgenthau , Jr . 
The ~oero4r'/ of tho Trea"'ll"Y 
.-;afth1ncton , D. C. 

Dear l!enry: 

!lovembex- 16, 194:3 

Thanlc you very ..,eh illdeed for your u•nerous note about 
Urs . Po.rran. I shAll turn it over t.o her and I know she will 
ba sreatly relieved to have it. 

It some times see"s to "e that, r o!;ardl• •• of the e>Uita.ry 
s i tuation, Hitl•r is s t ill much too far ahead in this war. By 
which I mean, the poioon of suspicion ruld cut"al distrust that 
he let loose i n tbio world oeems still to be o!flietine us and 
eaueina us to question each other' a ootiveo to a damaeing extent. 
Probably it will toke lonuer to get this poioon out of the world ' s 
oyato!'l than It "ill to get r id or flitlor hi,.oel!. 

I hope we co.n got tosether for dinn•r eo11e even.1ng becaus& I 
nhould like to hoar a great deal core abou• your trtp and about 
yocr views on thin3s in ceneral . 

169 
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TREASURY DEPARTMENT 
I'AOCUREMEHT DIVIIIOH 

1(. .I;Ul "'0 'f' 

WASH INGTON 

~ • f) ~ i) u , 
....... _.., - I l • • • 

nf L nrl - Lee e •rrchc.ses . 

drive d11 be initit.tc<J 

l'lc .er froduction -.,·rr' . :li t r cllllo·' · n, ' 1 e 

I rocure ~l't !Ji 11isio:-t ri l l .. rrr .. e r()r ' "'" · ~ 

t l ' t" ft • 1' . t ror ~.l!f en .1.0r .: ::>r~l_;f'! rc I' 
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U!ND-LRASE 
TREASURY DEPARTI.!Ern', PROCUREJ.IE!IT DIVISION 

STATEl!Ell'i' ot' ALLOCATIONS. OBUGATIO!IS (PURCII!SES} AND 
DEUVERIBS TO FOREIG!I GOVBRNUENTS Al' U. S. PORTS 

AS OF UOVB~ER 10, 1943 
(In Millions of Dollars} 

Total U. K. Russia China 
Adminiatrative 

Expenses 
Allocations c..~ f3974.1 ~1977.1 

3969.6) 1977.1} 
$1557.9 
( 1557.9) 

$109.8 
(109.8) 

$11.0 
(11.0) 

Purchase Authoriza- $8242.4 $1710.1 
tiona (Requisitions} (3253.1) (1711.9} 

Requisitions Cleared 
for Purchase 

f3156.9 
3151 .9} 

f l660.9 
1654 .1) 

Obligations · 
(Purchases} 

$3038.8 
(3033 .2} 

$1628 .8 
(1627 .1} 

Deliveries to Foreign f l436.7 
Governments at U. S. 1410.7} 

f991.0 
976.2} 

Porta• 

~1296.2 
1307.9} 

$1278.8 
(1281.9) 

$1229.2 
(1226. 7} 

f405 .6 
396.4) 

~43 .7 
43 •. 6} 

$43.4 
(43.3} 

f43.3 
43.3} 

fl9 . 7 
19.5} 

$8.4 
(8.3} 

•Deliveries to foreign governments at U. S. Ports do not include the 
tonnage that is either in storage, "in-transit" storage, or in the 
port area for which actual receipts have not been received from the 
foreign governments. 

l.!iscellaneoue & 
Undi stributed 

$818.8 
(313.8) 

$192.4 
(189 .7} 

$173.8 
(172.6} 

$128. 6 
(127 . 8} 

$20.4 
(18.6} 

Note: Figures in parentheses are those shown on report of November 3, 1943. 
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EXPLANATION OJ.' DIFFERENCES. 

The reductions in Purchase Authorizations for 

Uniled ~ingdom and Russia as well as Requisitions 

Cleared for Purchase for Russia arc a result of 

requisitions cancelled prior to purchase and the 

adjustment of requisition esti~ates to actual 

contracts . 

• 

• 
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TREASURY DEPARTMENT 

INTEF> OFFICE COMMUNICATION 

DAn r.ov. lo, 1\J~:; 

10 Sect·~tary hiorgenthau 

Mr . ilhite 

~ubject : Exports to Russia I 
j .Jt}'\ ,..Ju~ ~ tr ~ .:L.u,...._ 

1 

"e are coriti~~.P;;g to .get monthly l'e~orts on exports to 
1\.Ussia. On t t.e chance t hat .r ou may agtlln be interested in 
t hese fib~res, I am sending you this digest of at tached report 
on exports to Russia aurin:;; the month of i>eptember. l.fould you 
care to receive such digests in the future '! _______ _ 

1. In Septecber, 1943, U. S. exports to Russia t otalled 
a::proximately :PlZ<I million. 

~ . Among the principal non-military items were : 

Butter ($10 million) 
Petroleum refinery machinery ($13 mill ion) 
Canned meat ($11 million) 

3. Among the munitions sent were: 

11 
4:l 

217 
126 
16 

1:102 
110 
160 
799 

2- engine medium bombers 
2-engine light bombers 
P-~9 pursuit fighters 
P-40 pursuit fighters 
2-engine medium transport 
scout cars 
armored cars 
medium sized tanks 
40 mm. anti-aircraft guns 

phnes 
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Harl'1 Vh1" 
'l"'lt Seoreu1'7 

Bt., .. ll IIOV &lid lfe41\e84a¥ Mnllfll I would llke J OU 

w hll ae or alloW •• Juat what ba.,. I 1&14 btlore Ooflll' .. , 

i n re;el"4 w 'h' £nalhh llaluou. I'd llkt w ban 'ha' 
ph ... , before v a a ed vUb Lor4 1'.&11tu at lWieh. 
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IIU Jr gave original ot this ceco to 17 5 
Lord Halifax 
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')f tltlal Stato.ata liMe loforo COIIP'Iulonal C.-!Ue11 

Ro~ia& lrltaiD'• Deller Pooltloe 

176 

ur. Rotoaa Mr. ~ .. rotor,, oro fOU la o poaltloe to 

toll ua what oro tho otapelliq rouou wl.,y t hlo putlevlar 

bill at t blo partloular t~ ebould bo preaaated to thle 

houaa? 

s .. ret&rJ WorcoathaUI l COD CO it 01 boat 1 ta.w ~. •4 

I preatahoi to tbh e~ttee a plotllft of t he clollu pool­

tlon of the Brltlet tapire aa lt ia todaJ. Tba7 need Yaat 

,,....ate la thlo couatr,y. It la the oalT plate tbat t ho7 

liD go t o got th«a. Tbt j h&YI aot i Ot the dollar o•ch&n&l 

to POl for tb... ~ therefore lt 1• neo••••'1 t o get 

t ble klad of loglelatloa p1111d to aako lt poaaible tor 

tbo• to plaoo t ho ordore for the - itloaa t h•T neo4 eo 

oiooporatoq la t hla ooutr7 aad get t• on • lt~~d•leuo 

'llula Neal: .. t hq haYO aot got tho cloJ.lar ncbago .. 1\h 

okloh to .,., for thoa. (houiap oa b.R. 17'711, li-o 

C..alttoo .. forolca Affaire, 71th Coacr•••• let Soaa., 

laa.&rJ }gel, ,. 81.) 

Senator VoJidoabora• Now, in JOUP t lold of r .. poul­

billtt what oan tho PI'Aaldeat do b7 WI/ of old t o ~laad 

under thla blll that be c&ADot do UDder ••lat lq law. Lot 

ua ldoatltr that. 
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, eeretary llorcwnt haua 1 thlllk t he Mat anawcr that 

I can give t o you, renator Van4enberg, l 1 t hl11 That .. 

t o tlJo ohle! power t hat H e Fl-11ldtnt would t;dt U: thh 

bil l p11aea, it .. ke• lt poaelble t or hla to .. kt aTail· 

able to 111;f oo111ltJ7 t hat he ao ciealru \. • IIIIJii tloDI ot 

war t hat t~ey need aDd t ha t t heJ do not baTt t b• dollar• 
' ~ 

t o N ' for. 

S.nator Vudallberga In ot her worda, t te pr i ac lpal 

dl! t eren .. 1• t hat t t or•atea an opportualt,r tor dlreat 

or l ndlraet or•d1t? 

s .. retary Vorgentbaut I t gh u t he opportunity to 

.ake aTalleble .aaltlona or war t o oountrlea which do not 

baTe the 4ollar exchange to pay t or t rea. ( ~,erlnga before 

D.~ . ronato Caa.lttee on foreign Relatl o111 on r. 275, Part 1, 

lan. 27 to Feb. 3, 1?41, P• 25. ) 

Seaator Vaalenberca A .. lt (t he fl&are ot !1, ?76 

alllloa of n.l .'• aT~llable dollar exe~ang• aa1ate oa 

Jeaar7 1, UNl ) woulfi laoluM Fltth .lTeJllle real utato 

an4 tTerythlA& ot that aor~? 

c .. retarr Vorgentbaua Y•• lt wo ld. In otber eorde, 

i n order to ral .. rl,7?5,0001000 that t hat need t o ... t 

their ouht&Ddlng obllge t lo,ll, it aoana t et they hn e got 
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t o aell eYe!"'/ al.aN ot rutH : tatu IIOUPiUu t hey ... 

and al l of their propartlea t~at t hey OWD in t he ~ul lt4 

~ tatea wlthia t he talndu year. (1\ld P• al ) 

Seoretery Vo•&•• tbtva ~•nalor Yandaabera , t h11 he•• 
enou&h woney t o tete oere ot t~e ordera alread¥ plao.C. 

i b•• d? aot heYe enou~h .ona7 to plaoa 101 now ordara. 

(lblcl. P• 28) 

<;enator ' rea Cnlng btok t o your ueertton of t hla 

worniag, TOUP cont ent ion ••• t hat Yaleaa ~e aid the11 

t hlnga, t he JIU n a 'flrtualJ) at an encl . Do 1011 real lT 

t cel t hat t o be t he oaae? 

1 7A 

Seer•~ >or,entbtua • •••• h r u icl, early i n 

U...abor it .. c ... perteotl1 ~loue t hat t hey were ruaala& 

out ot dollar uehaace ucl that t hey heel allo~ot eiiOilgb dollar 

aaeeta aYallablo, pro'flded t tAy wovld • ell ••err !worloaa 

aoeurl ty t bt7 o~•, e••r.r '-orloan propert,y t l•7 a.ll@t, 

t o pq tor tbo o-'t.ata thoy hacl alroad¥ •cl•• \';bD 

that t!.e arrlYti, •• I aald t hle aorulRg, t be Er ltleh 

point ed out t hat t . 17 would ba•e to atop plat ing orderaJ 

a ud t llt1 4ld aot waot t o pl"• men in thla 0011Atr1 

IIDleaa t he DOiltT was in ei1ht n it l whio~ to pal tor t h.-. 

( l bld P• 46) 

Regraded Unclassified



- 4-

~enator :~et !he Aeeoelat e4 • rece r eport ~Pam 

wnlol l wu r eecliflii contain~ t l1e pAragrapbt 

l'he BJ•ith h o f1o1al t old ri J;OPten ~ ~~ 1\'U ll8j;'Ot1eUIIC 

r.it a .,, .,., l al'ge tlllllbor of blericen i n'fntaont truate for 

t l o anle of trA direot i nTeetaenta. 

l·ow t ar hao t bn goAe, IJid what t.ppun to be ill 

proapeet, to your kn~ledse? 

~· eorehPT llorgenthaut In t he oat of lh' clrect 1A­

Teat0ent a, t hey war e try lnz t o ge t a r ef reeentotiYc oYer 

here f or about 2 r.eeke, but due t o t e uncerte1At 1ea of 

the elipper, he Wfts unable t o le~Ye Liebon, and they 

• . ' 

hue a•.aitec! t he arl'i 'fll or t b11 anntlrlllln. i t b full authorlt7 

to oonduet tl.e sale of the eo- called dlnct lnvestMeAb in 

t hh oount eyJ but tb~, ban bun hanJ.lcapped by not u i n& 

•~bod¥ here to ~aDdle it for t h... (Ibid. p. 47) 

~ea&~OP "fe: Yo~ r~ not t hink t a t It ls poaa lble 

for Britai n t o msater t he aecur l t i r a t he lodependeDt t rua ta 

woul d Wlllt to deal ln? 

£ .. retar)' 11or,.D~ha111 E~~<,hD4 be1118 wlll lnc to 1111 

n oey dolbt: of bar 1nn oi.menta l n t h \'ai t vd ~tatu, and 

the kaerlcan lnYet t or be ing wl l lln~ t o but i t , •ould only 
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pr ovide her ~it, enough dollAr• to ~ t or t • e ordera 

• e 1a1 al r o•C¥ plaoe4 ••••• • ( Ib14. P• 48) 

$eoretar,r WOPgenthaus I have not looked l nt o t he 

l nd lvl<!ual cu • a, but 1! Lord noel l.aciJ 1 • tor o;.n r eal 

e~hte i n lie Yorlr. t heir u aru wil l oe on the euotloa 

bl ook ftlth the r ••t. 

: ana t or Clart of kl aeourl1 lad 1! t~a Klag et 

lill,ilaad hluelt bappiDod t J C7WO a bl oolr. o! rea l utau on 

Flftl Avenue, that wo41J be l •cl uded? 
• 

~eoret~rr Y.or gontLau: vcr, dol l ar n/ pro~erty, rtel 

pr oper t y or .. ourltl ca t ha t lli.f!¥ ' ng liah o1tben oiiJia in t he 

t nl t'ld : h t··a, they l.bvn agreed ~ o .el l c.llrin., i.he nut 12 

110nt ba, lJ1 order t o ralae U o ttorw~ t o p~ f or t . .e orclera 

t hey haTe alt-ea4¥ plAced, l "I are golQ& t v sell - aTeJ7 

dol l ar ot it. (fbld. p. 6) 

Senttor 11,JP11u: lou •• t h t troa )'our l nqlq •• t.o 

t heir ooaalta.ata, thoae •••j l a are au!fle1rat to p., 

t heir coC~~altlle.ah fo r t h l a fe ar, baua on pl'lltnt •-

• . ~ 
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:>earetary lforc-atbna S.~~atw ~J'MI, t he7 will 

~ ~•• t o eal l •••r.r ahara or Ua l t•• ~tetea atoek ~ 

onr:; phaa of property tl~at n or¥ ~llah oltlau 

owna l n t bb oOUDtry w1 t l.i u t he unat 1~ montha lD orin 

t o ral•• au!floleut ao~•¥ to fl¥ f or t he ol'4er a t hat are 

d r ead,) plaoed. ( I'bla. P• '10) 

l&J'. E\erharter s You faal, liP. "Mretaey, fre• a 

etudl of t l la atata .. nt, tho7 •r• real~ not in a tlnaa­

olal poeltloa to PIT or oout lu.e to p11 for aQT length 

of u .. far war •terlabY 

s .. ret&J'T lolorcenthalll Fr o. thia tilllll01li plotlll'a 

whloh I ha•• glnn t o you. I .. aat\afhc! t ba l t he.r cnA p-.r 

wltb c!olbJ'a aurllg t bla 71ar for wha t t he.)' l aYa alra.-, 

kapt. a.t when 1t ao .. e t o fi.M lDg t he dol lar• t o PIT 

foJ' urthillc lUll wb&t tl.e.Y Deed 1:1 t he !'lltura, t ha7 jut 

han aet pt 1t. (Jeue C~tha !.aarlnge, op. clt. 

P• 56) 

Wr. Eatoas '-4 t h•T are ln a poaltlon t o P&J oaab 

tor t hat ( tba .,_u uout ciiM on orclara alroaq plaeM)Y 

Saer atar.r wo .. pnthllll I bel\eYI t hat, glYea the 

n .. , b. that I .. u t he bale lila of t hla r ear, t he¥ era ln 
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a poaitioa t o P-¥ tor the oPder1 alrea-t plae-'• 

( Ibid. P• 61 ) 

Mr. Voey11 It looh Uen u it t he¥ ue going to 

nneo a lerre .. ouat. aore tb&n t hor oaa P•l for? That 

11 OWfiOUIJ il it BOt? 

~eoretar7 Korgeatbaua I tool t bat giYen t he bal ... • 

of t bil r ear ui prniud that our •r.keta at., aa gooci u 

t hey are - iMf will M alll e h rd .. t bo ioUar1 MMI• 

• . .. 

aary fop t bo OP&OPI Wbi ob are piaeei witb oar aanufaetar•re. 

After t be7 line ooae t b.et there b ney Htue lett onr ani 

for that reaaoa tbelr lnlJiag hu pr .. tloall.y oome to 1 

et&D41tlll pea41ag aetloa 117 t he Coagre••· ~ ~ ~· {Ibid. p. 6~) 

nll:trl ll/16/48 
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NOV 1 b 1943 

a OOP7 o! the -- 1'9ferroocl to. 

w:r. Lee T. c....a,, A41111181.ntor, 
,_,.. -· A$1n181.nUon, ... , ..... ., o. c. 

-~ 

• J • 

• . -
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- Cei'MU t 

U\aohecl 1o oef17 ot a -.-.~oa ...,,..,. 
wUh t.he queet.ion ot l~leeae aiel \0 rn.. 

'llll1ob I aent. t.o \1111 Prui<Mn. 11a - • 
11M u. ..lti.t.G..wul 

too t.ab 1\ QP wUb )'011.1- ,..... "'UI'D· I 

baw abo \alkecl \o !.eo en.u.,. •-t. 1t. aad • 

11 '''II Ilia a oepy ot t.bia let.W... 

Seuw\&17 at s-.w. 

ll!.ll t.l' U/160 

18d 
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....... r 4. 194, 

IUOI<ffll!ll! P9l< ]!f Pqllpm 

All oh1llaa ~ llelll& upert.4 u I'Peaah lert.b aa4 
n at Atr l .. era IIOW balll& pal4 tor 111 oaab bJ Ulo r reeoh 
aD4 tbla prooo4~ara la to ba aat.ll4o4 to oowar eblJIIMGW ot 
o1d11u .-5oo4• to other Proaah arou. 1111t&rJ C~Do4a, how­
••••• ••• balaa auppl1a4 •• ora41t lall4-laaaa. 

Thaaa p~Dt U'1'-~h ..... -4a Oil tba OUWipUOD 
tho t =>.a 0ol4 u4 4oll&r aaaata ot tho ceotral 80ilk all4 
oo,...-t ot Pr•oa woro aot •••ll&blo to tha l'raaah C~ta. 
lA our op laloa, tbe 1100 ot thea• aaaota ot li'raaoa to POJ tor 
alllt..-, i~Oo4a aow bolA& aa4o na1labl a tor Ulo e~utpp!J>& ot 
a !'r oDOb .f.naJ 011 a oro4.lt loa~laa .. boola owlet •••UJ ba 
Juatltto4, 

Tbro!IC)l Sapc..bor 194,, •• 1•4-laaoo4 WO atlUoo ot 
&oo4o aa4 oarwlooo to tho !'Pollah t••••· (Ia al011 truo­
torro4 f75 alllloa ot a1•U101l 0oo4o to Pr•oh outhorltt ... ) 
87 hrah 1944, llllltaPJ ln~loaoa aulotuaoo to lbo Pr c ah 
1a oapoot.4 to total ~ lllllloo. 

Aooor41D& to tho lat-Uaa anllabla tho Jl'roaah haYo 
.,.,. $2.5 blll1GD tiC i014 u4 u. s. dollar balaDOoo, u rouo .. : 

0 014 ••••••••••••••••••••••••••••••••••••••• 

tD Preaeb Atr1 .................... .,,5 
ID ~ ~tleb a.plr••••••••••• • •• 580 
Ia *'- -.! c.4 s ta tea. • • • • • • • • • • • • • 500 
X. a&r,ta! ........................ 285 

Ottlolal 41t' ler lll&luNa 1D 11, s •• ,, • • • • • • • 

01 *!a t225 allllGD ••• 4apoo1 t.4 
tor tbe ........ , oC tha Cutral BaM • 4 
o ..... _, ot .. tropoUua Pr•••· t85 
a111101l t• U. .. _., ot tbe Pr .. ah 
T ... WI'J 111 Urlaa all4 12' atlll• tw 
t.bo aoo.aat tiC P'l'aaab ~Cillaa. 

(Ill alllie~>o ) 

• 2 ,}00 

Pr1Yata 4ollar llalOIIMO 1D 11, 5 .,,.,. """ 2~5 

All bat t7 111111GD or tbla ·-~ 1o 
hold ror tho ao-t or reol4aau or 
Masropoll\&D Praaao. 
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Io dow of tale alae ot tboae pl4 aal tol.lar tlol41JI&a, 1t t a raoocr"'o4 tale\ wr pol1a)' ot l....,_lo ... •••l•t-o to the Pl'&Mb bo rMzM1"o4 wlua tbo 14oa or plutna tho 1ouro proa r • ror t.bo t18e boa. n • oa.tl re~aabla buta. 

•· VIlla .. u.ta lo cleGa, 1t wo~tl4 - that " are q eAtia& the Prea.tl -ra fuol'eble tnat.aAt theA the BrlU.tl, 

b, s .. b a pHM41aro woool4 etr-athu JaV bar.;alala& poatllGD with the l"rMeh, • 

•• It wolll4 bo oaaalot.Q~ w1tb tbe obJooth .. or bndo-lauo uala'-o• 

4, It wCMl.4 -trlb1lto -wr tallJ to tbe t'l&l­f1l~t of ~Hlooal •w·M• tor roduo U on Ill &Oir•r18ell\ ••Jtndt twea. 

1'be a!l1ia ~~ with l'l'eDeh Worth Atl' lOa OODt&1Da a prodalonih panalt ,.,_nt ror •111tal'J avppllaa. 

l eG 

•• 

Regraded Unclassified



-"'' 1'• A 
Lee4--Leua ~u to Pnaeb L1bwat.<l AHaa tbl'ou.p .._.., 194' •• •- 'D)' upwt 4Hl &rat10DI 

('l'ba t115111' .. lla1ow 4o aat 1Dil..S. ~ •uua or hD4·1• .. • goode whloh nra ~4le4 b:r the Artq aDd ah1ppe4 to J o.rth Atrloa on ~ traaaporta. Tbaaa ablpman t a ware eubat aa. Ual ctol'l D6 the • ar l :r -• the ) 

187 

( Ia a1111ona or 4ollua) 
A. Pr1Da1DA1 Cf!!041tz 

T·aD.kl ...S Otb.lr Yeblolea •• •. • •. •. •. • •. •. • • Ordnance and ordDaDoe etor•••••••• ••• • • • • • Yeaaala .a4 a~uipaeat tor •••••1•··· ······ A1rol'att 1114 aaronaut1oal utal'lal •• • ••••• 

Total aillta77 Ooo4•• • ••••• • • ••• • •• 
Poo4aturra an4 oth ar aer1o~tural oaa. .odlt1••··· · ··· · ······· · · ·········· · ·· ·· Induatrl•l an4 e tber oa..o41t1••• •• ••••••• 

Tot al - IGD-Mlllt&rJ Oood•• • • • ••••••• 
Total • ~lA••• !aporta to Pnaah Area• 

a. ll AN•• 
Ala•r1•••••••••••••••••••••••••••••••• •••• Pr~ ..... ••••• •• ••••• •••• • • • ••• •••• • • •• Pr~6b •••' Atrlea •••••• •• ••••• • • ••• ••• • •• FreDeb .... t orial Atr!••·•·• •••• • •••• • • • • • PP .. eh weat I~•••••••••••• •• • ·• •• •• • • • • C...roan••••••••••••••••••··• ·· •••••••• ••• SJrla •••••• ~ •••••••••••••••••••••••••••••• Pr.Dah Oee .. la••••••••••••••••••••••••• ••• All etber Preaeb Are&a•••••••••••••• ••• ••• 

,.,&! •......•• .•.....••.....•..•..... 

•1<14 

..1! 
175 

• 
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() T HC WHIT& HOUS& 

WASHINGTON 

November S, 194). 

liEKOIWIDIIll FOR 

THE SECRETARY OF THE TREASURr 

Please take this up wi t h 

• atett1111ua ud also Secretary Bull • ~ 

on h1a return. 

F. D. R. 

Regraded Unclassified



THC SECRETA"Y 0" THC TfiiCAS U III V 

WAa H I HOTOH 

t:o vem'b~r ., , lS.L ~ 

~:EiiOR.AIIDUil } 0 .• ~n& P :<ESID!!::T 

All c ivilian boo O.s oe l.nu cY.;.er ted to Fr bnc .. llor ta and 
: .0 at ;li"r1oo w-e no..- coin ... ,,aid 1 or in casr. bj t.'le :·rench 
and thia procedure is to Le e.t. ~ent!e:! ~o covt' r sn~"ments ot 
civi-1an o~O ~ t o Othe r r er. c. ld'(85 , :i11itar; ,..(:>O-S, how­
C VGl' , u r· e oe i n"' au;>pl1ed as c:oeo.i t l<nd- lc aoe , 
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~no~~ ~-~ent ~~r~~-~,ents were 3~de on the a~sum;t1~~ 
~ .. '\. tne ._ol(. anu dollu as~e:. ot ~;..e ... en ~·hl a .• : ...... :1 • 
• c,v t.rYon;cnt o1' ranee "A>'a·e not e. vc.:lsole te u.e !'"t"Lc: ... o::Ute . "' 

111 our op:.n1o:1 , t ::e u:t. o .: :h. :c :1!.-t ts of . t-&.."'lee t~ ;>a: ! :;,r 
- 1lltC"., 0 CO':". S Cow; 1..'.:.:: ,.6 &d e 6••!.lb:~l e fO.o" t•.6 t~""'l }_ ·::'i_ of 
.-. rench Arm) on a c r-cf!1 t l t. nd ... l L&..:Je oas:a co l ea eas:: - oe 
juat111eC: , 

7nro,Jj:l .. c.pte:r.; ... r 1 : .. ' ' ~o•e lt:nC:.-l£ ... ::.ed ~,o ~>1l ... 1o:t uf 
.,..oova and :.ae.rvlces to t :.e rench fo r ces . ( e ulso t:rb.ll s -
1 erred 75 .•llllc.n o1 c l v 111r.n ooth to t•u,c:• "" tno:·~ t i • • . ) 
= ) • ~r·cn 111.4 , :.n111t&r~ J.c.· nJ- l ct~..~t. ...... t ... · tt .. :.c.: t. t.ne r~r.e:. 
1:: e.(puct.cd :.c: tctal .. t.UO .. :1 ll.:. ':>n . 

Accoz·<.i:l nv to tJ-.e lnt·orma t !.O"t &vu1lnblt! tho rc:~e .. :-,;.. Ye 
over ,2 , 5 bllllor 0 1 S OlC bOO U, .; , COll iH" Otdb.1C es , &S l O.il OwS: 

(In :dll'ons) 

Jolo . ................ . .•.. • • • · · · · · · · · · · 

I:"l ""'renee . ..fl'l eu. •••••••...• • • • 
In nc =rlclsn ~plre • •••••••• 
In tne Cn!ted SL&tes ••.....• . . 
:n :::ortl nl tu e • •••.••. • • • • · · • • • 

Ott1c1oi doll~r talancea 1n l . Z •••••••• 

Of t hia , ~25 ui ll ton •. L3 \. O,lOS! ~~d 
for the oc count of the Ce:>t r a l < o.n~ ~cl 
J ovom ruen t of J~ctropol1tnn r'r.mcc, (? 
million for the uccoun t of' t h o ! r ench 
'l'l·•~oaury 1n Af rica and ;12) n:1lllo .. for 
the a ccount of French IniiO -Ch~no • 

Priv11 t e do llar balances in t .s ......... 

All but {,7 million of this &moun t la 
h eld tor lhe account o1" r edden ta of 
Wc tropol1tan France. 

~ . ;..;o 
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- 2 -

In vtew of the abe of these .,ol<i md dollar holdin&s , 
1t 1 s t· eeo:omended that our pol1e)' of hno-le eae assistance 
t o tne French be reexamined wlth tho 1dea of placing the 
ontl r o prc.,;r..., for the time b e1n., on a ca sh rol.Jilbursable 
bas1a. 

u . Unless thi a ia done, it would seoo tha t ·• o 
a :•e ,;rantln,; the ? rene:: more t'avorable t r eatment 
t.'lan t.">e l!rl ti ah . 

b . Such .. proeed"'· e ·-o ~ !" stt•cn..; then your 
l>IU' ~&I nin .:; pos1 t~on d th Lhe . renen . 

e . l t ~o _ _.be emslotent Nitti the objectives 
o t lcnd- l t:tla" Assla t anee . 

J. . ! t. \\ O.._u. \1 coo trloutc I11.n t ~ r.:ally to the tul-
1'1llmcn t o t' Conu••e usionu u er.~an.J s : oz• •·e uu e tlon o f 
_ o ve r n :nont ts x* uncU tu.t~ \.. a . 

'l'l1C lCOclus vlvendJ ,,1 t . F'r~ncn IJoo: t h 1'J'rlca contai. . .s a 
p:·c v1s1-:.n wh:ch wou l u permi t JJ ~m"nt t o r mll1tar~ supplie s . 

130 
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Lonci-Loaoe :.><,>c>rte t.o t'rench U.beral.<ld Aruu 
throU«h Augus~ l94J as shown 1>1 ox,.ort doolsrat.i ona 

(The t1£UreO below do not >-nelucio t ho n luo of lond-lsuo 
uoocis which were handled by U>o Ani)' and ellipved t.c tlorth 

.Ur1cs on ~ t.ranoporto. These ol\1. -.~ wore oubot&ntial 
during ~he earl:r IliOn the) 

191 

(In milli""" 0 t clollsr• ) 

A. BY J>rincipo.l Comodltx QJ'!)upo 

T&nkl and other vehiclea • ···••••••••• •·••••••••••• 
o~ce and o~ance storea •• ••• • •• •• •• • ••••• •••• 
Veaael# and oquip:.ent !or vessels •••••••• ••••• •• •• 
Aircr.U"t and uronautic.al •teri&l • •••• • • • • •• • • • •• 

Total- ~jjitary Goods ••••••••• •• • • •• ••• • •• •• 

food•tv.tt• and other agricultural c~tl.oa ••••• 
Induatri&l and otber ooQQOditie••• • • • •••• • • • ••• • •• 

To~- Non-W1litary OQOda• • •••••• • •• • • • ••••• 

B. BY Ar!Af 

Alc•r.L•····················· · ···· ········· ·· · ····· French woroceo • •••• •• ••• •••• ••• •• •• •••• • • •• •••• ••• 
tr.ncb .~at Alr1ea • ••••••••••• •• •• ••• ••• ••• •••• • •• 
rr.och Equator.Lal Africa • •••• ••• •• ••• • •• ••••••••• • 
French.-.~ Indiea •••••••••••••• ••••.•••.••...••• • 
c.. rom.~ •.• • . ••. o • •• o o • • o. o •• o •• • •••••••• •. • • •. •• 

~yria ••••••••••••••••••••••••••••••• • • • • ••• • •• •••• 
~ 01 1···· ············ ··········· ···· ···· ·· 
jl1 ~r ~ ~··••••••••••••··• •• ········· 

t.tal.·············· ························· 

$ 78 
22 
2 

__3 

71 
....lit. 

1)) 
24 
8 
4 
2 
2 
1 
1 

Jl 
l?S 

$ 104 

...7l 
17, 
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•IOV 16 1943 

nv &a.eou_,, 
llUa h to ulalow.l .. PMelpt ol J O"l" let ter ot lo'l'.,..,. 90 194,, ••aaMJ. .. lM4-1u•LD. ot 100 

ailll• -· f/1 el1'1'N' ,. la41&. 

Tile ,... .... I'J 1a Dft ro- ... -.tDlD~ lAo quelt10D ot la ... 1o .. t.& 100 all.lloa ouaooa of e1l••r ~o IA41a 
1.a u_., ot -. - tar-u• ,,,.. to tlle Tr••lt""f IIJ Ill'. 1+1"Pa ..,. llr Do'l'l• WahT• llU.orto. aa­
Mr41DC '- U. lalo ..... Cloa ftpplla. to U loJ the Oowo...-, ot t.~Ua. !laO prlM 4oulo,..Qta 1D 1A41• al.aoe ~ .U aot ... to •arrant aranU116 tba ro-.... _. r_. .. ~l ... lai et 100 alUl• -•• or al.l ..... 

I ., ot •-"• •r .. aU.oUo to f11111 propou.l .... , -1• ~ .- Qalto4 loU•• war otrort bJ' Ml•••a IM1a 1a ._ pro••• earlou •--'• utrloalta..e • 

.. .. ,.,, ,, 

.. 7 ........ f/1 -· ..-& ..... ........... .. .. 

192 v 
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~~ Secretary ~'1enthau 

Appended is a brief history ot 

the three boundary lines ot 

Poland , 

II. D.\'i. 

IIR • IIU"DD 
Br&nob 2008 - ~ ... B14t 

195 

.• 
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• 
I !.. , 

I {_/ 

- ··-· 

' 
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Source Uattrlal I ""'S"· A 

"'nto New R'ur ope • - 1\trnard tler~&n 
}low York, The l!ac:aUla n Co., 1~43 

'!taahinr;ton DAily llewo, approximately llov . 15, 1~43 
Editorial by 'liilliam Ph1Up Si=a1 

"DiJqu ieUnt •lewo" 

!lew York 'l'iptu - Sept . 2•, 1939 

I 

Regraded Unclassified



Poland bccor.1o n ~hlt·d of her ori.,!n•l c1"c ~hen " ruociv and llussio 
s tr! pJ>ed her of lAOre l and, includi"'! the port or O.nd e . 

198 

After she A&o d ivided t=t~in by Rucclc , :"ruMlft1 ..nj .tustr b , l'olt..nd , ... • 
for 12) years, d i d not exist 6& an i n•Je~odent n.r.t.ion. Tni~ condit.i on lr..eted 
un~U •. or ld l.ltr I. 

?enee Trentr or 1919 

The treaty , 'lllhilc settlinz Pol.t:ul<-l ' s r.e:~tt"<nt rrontler, fixed no bo\mderifl,. 
!'o r the eaotern frontier - exce;>t ln E:ist er-n Gol1c1~; 1 ,,h<'r• th~ :ollt h LUthority 
extended ~o the old Aus~ri&n frontier. Th~ hll i~ Coa.1c•1on, estDbli<oed bl 
th1s trea ty, with Lord Cur~on t"l S cha inv n, hcd !l'll.l l'~;cd out t ,>ro·,i~ion::...l :"rontler; 
this tO-C4lled "Cur :.:.on Line" wtts never i ntended t..:l t f rontier b~tn~en r'olt.nd 
and 1\us oie but r nthor ~ t c:nporer;· line v.ithi n •:t1ch l olr n l could ot t " '' n nor:ul 
~dmin1c ~r4~1on. The Tret~y or Riga, .. larch 181 1?~1 1 endod t ho 1\'urlliwt- i'olislt 
9iV.r ; tho· Jl8"' t ·rontior f.'O.S approximately Jtolt- •,flJY bcbC'Cn tho !"lt"OpOSf'd "ClJr:·o·n 
Line• and the 1772 boondnry . This gave to •'olond l50, wV $QUnt·o .. nos ond J~ . 5 
million people . Danzle wes now a Fref' City i n \\hlch ~ -olt nd wcr vrtntPd s;reitll 
J>rivlloeeo . 

?t.rt.lt lon L - Sept(';::ber 1939 

Ruaala and Cel"DDUlJ' parti t.i oned r'ol:.ud , wera ~ t.b~.lng ~be ... tt.ern "Vtlr 
olld 1\uosic the eastern holt (77 ,'703 S(!uere ;oll•t • n • • .•• ::o.il!i?n r-o;: e) • 
l11111.ediat.ely t.bercaft.er Russi• ::u~l Barlln st.-ned • t.en-ytt r non-t.ure£~1n~ ~ ct 
of their own . 

June , 19/,l - Gern!!!l/1 •~ucked Ru•&ie . 

On July )01 191.1 1 Russia si gned t.not.1le r !{tCt wlth t.hc ~olhh Governr.ent.­
in-hile (SUcor uki , Pr eu•icr) renouncinG her clait11 t.o t ho ~ol i :ah t err H.ocy t.cquirt-d 
in l'<'t·t ncrr.hip witb Cet•t>< n.,; thi s pACt """ underwrUt•n by Crev t ErHd n. To 
Poltmd and to Ruusio ~~oroit;.n Secrot4.1l"J" Edan ht all~d. 1 n o!'tici ul not E. in ,~t 
reudlng : "!!1 e ~nj eF~t.y ' c Covetn ocnt Coer. not rnc•'t..nh.c Nl)' t.crrit.or Wl ch:;nge$ 
·.-.hic!1 havo been effected in l'ob.nd Finec J.utuft of -'1.,?. 111 "D~ ie1:uti.k Pol!i:d ," 
Sikor tki ' a offichl nc~.npcpcr i n Lnulr..nd , int£ ,.ll'~"t.cd t.hf!l J•1 .. 70, 1 ~l.l, "~.orte--
ment in bn art.1clo publi .flb ed tn mid- FPbrun-:,· 1"')/."t "~-l~\jt : " olrn • rJ~n~d ' 
pr..et. •1th t.ho U . ~ . ~. R. in July 1941 by "hlch tov.irt ~,_.~1t o'"""i~.i.~!ly rc.. lU .. !rtcd.: 
l te non-t. :-cc=ion aJli-Ct. ' lth Ger::~:D,i l.n 1""'"9. T,t!"'r'"' rt"r .olin.,; .:;.occ net r_~ot..n •. c 
t...Jl!.' t,{orr l~,.rltl Cl\! f:lvC !' vo:1ic'l M ·Je t.t':cn ,1, CA r thf'" rf- u· t J~ t.hr t ::=-a- n - :-u&tSLn 

~····~· · · ~-~ 1\\\ ~ \lr) 
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1"1 

~UnGARY 

To Prusst a 

'I ll E FI RST 1'..\RTITI O'\, lii:! - Bv lakin ~: ad\· ant:~.l(e of 
t••rulll r '4 ill Poland. one or the- J:rl'at pnwers of the Pit;hlrPnth 

rc-rrlur~·, Prn~~i11, H:r•, ia :~nd .\ttl!lria d h ·ided the lilnd. 
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T Hfo: RF.C'O:'\ Il P .\ RT JT IO:'\, 179:\- Pol;utcl hHatnP ::t th in{ of 
hl' r ori ginal :oiu whrn Pru~~ia ancl R u~~ia " t ripped hel' of mnre 

la nd. induci ing t he port of Dan1. i;,c. 

1"1 '\ ,,., ... ' 
I 4 ,• I (. 

$ • . ,•. ' .!' l" . f" I 

Regraded Unclassified
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T HF. THII\tl P \RTI"Jtn'-". 1":'1-, .. \ ft~>r ,.h., w ;\c cfi,ided ll :::tin 

1, ,. l\11~ ~ i a , J' ru -<•i;t .- nil . \ t·~lo·i :t, Puland for l :!:t yea r" did 

'"'' Pd·l ;•• ~~~ inrlrP<'IHirnl nation • 

..... •' - . '1\ 1\ \h.""' L.:.. , . .. .. 
' - . ,)_ ·:' , .. ..._, q 1 .... 

Regraded Unclassified



. . . . _ _.,. . 
. C( . . . . . ~ . . . . . . 

... : • . . • . 0 ·. · .. 
. ~ . 

... · .. . . . , ,·'- :: . . . 

~UnGARY 

t: ;;a To G<lnnony r 
THE FOl ' RT H P .\ RTITIO,:\ , I 9:l9- TbP (;prmll n~. llt,f Rnui:1'1 ~ 

dh·idl' roland a(IPr H ifl~ r· i lll nrtP .. thP c·nuntry. Oncf' IIC"llin 

f'oJn nd C ell o!'~ (0 CX i• t II ~ ilfl ind<'Jlt'lldrnt, ~IJ'<'r<'i~n ~(al t. 
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u't . i:i.&(iHI 

~;lll<o~ ........ b,.C&"l 

I. t!J&I. 
0:'1(• '· t ll.:i. Dfiht.r-uynr!! o1r. sot·touo l! t:l..,tl •t.ct:l b/ a1no of!' H1\L\ yeot.ord"'y . 

fJUrln. n L,..h t. U.t..h .l$t h o:n of f:l ,fJ, Doat.royore l.dnrtod 1&7 t..ro<Jpu 1.n LLi«.l~ w1J. 
l~~ot.1r o •t~•: , J.. ndini!. o r,tft l aden • ith troc..pt. nn" ls\U\G off ~,.LJ.!lD,; G"' · ~am,. ni ttht. 
H.,.,, l>otu,.r-.,yore bl,.1buNled llnemy positiono and thn.,ll or•.n. . t1vtor \.Ort't•;o Boet~:s 
•.lint t. l L.·n Jt.-. Craft. J.lldon ith tNOtJO ur! l~ot. Coast ot ,{u.L'i.:klC.C~ . 

2 •.• lkl[,.n·t J.c2£2&!, l.ltma.n.:. bol t: Ver!et.t4 t.l't'~HCl Artoo.a an 1\i•Cr,L ,\!~. ~r. t.ih.-

"~iaint" . C.n l..t.tlb tJUr eou.nt.cr '" tt. c; J.· t.nc C•mtr.-.t ~ ·dt.::tr 
pe.rtl ll1 aucct. u.f\11 ntl r~-o(>'!nf..-d eunmmiCJttic..n1 .>:-~ oon !'f.:>rtb ·nJ c.,ntre t('l 

h ~~d . v, rJ het.v• :..~in..,. t.n~ .. ut t.ho d.~,. 1.."! Tr., s-ort &ircr.&.f't. drc~ 
-,.;,u.;11 ttun for c.J.I.t !orcet~o rwr1~ t.ho ni_nt., .t. 3..)) l~tJ, ~ at.t.1ca. 1 the. 

'1C;:V po.~ti<.~nc u.t R,..CI-.1 .'HOG-. d. lJ.>., tJ1. r.t.:..a.;( '"cr .•. rt w bu o.-d..~ 
r"1,t"\' " ~t.. IR.I bc.li'"· ru- .,t d ~Y ror-y h .. cvy ~ bl"i1' -=-..c 1ine ,..J.."lllh..,, rru~ 

c1 r &.$ co~1C4t1 !'1.1 i!'!ie-..ll.t.tea . Our tf\10~ r t,<~.·t,. :1 tt.~' . 

~ l'&t.r 14c:t.l·Jit.( CI..Clt.1U11· fn .1\111 ,•r,"- ~~lV .CCIJ,tl!: U. hi~~ 
llrv.101:.l o r t..."l of t.TZS;)J,. 

6UC'I1..tl, r,r.~nn l.lth . J .. pftlb .. O OVdUtl t.o j O,,L,..i,.t,. ~ /,"'._..U,.,o td ver 
.1\.leh t.l:·•t u~ oct.'\J •\ 1 ~.n liJt.h . 

c:qn liUlD 

Npu.o.t '· J .• n~:o u i.lt.t,.c:; 
t.JfUct.._ I. :J Clii'~J .. ltinl .• 

1.11 .• , 1\Jmt.. r lurt.h . 

On 11th J rc.,.no:~ (I o)CCUplod .(".~'' \.It h(J 1.1'1 c nt.f.ct. '"1~ 
our .1.c.v1v." 1? mi .l. f' t.o t.n "111.. , 'l'l ..,),. l Jth wr 
.a .·.1r ,,..,11tlon 3 :nilon 'lC~I't.h h'dJ1. t.f l'fJt\'1' . " 1M J.rtd 

n. lt,th JflJoktRO~Il shollu T· ·ot.' t1h ... 1nrt ........ }IJ.:Jt !'~ 

3. ~::! TI·.,l., -!!.!,U.~~ 15th. "i lC.t"t. .. u LV•~ 
dc. .. ~.b, ... 1 \r1 1 f' l.t.u 

t.. c, 11).wr· •. :ulr. 

..1 J 111.:li cr<d't. ;·~ 

iSlh.HtJ , l~ «.~tt.,.utt.... a. !!H • .;-•t Jl.:..:,,_.J,..d., 
r !. n .•.• t... f U ·• 1 ... tree- t t. 

t. '- t V .)( <).,.C\,;,o-1 .hout. a 1. . • r dn. ... " C ttl 
I .o. Ou<'.c:p.M 

v,.r •r•~•• r. fC" :l¢ '"'"' 

:J. ,.,..,., .. 7 , lr. r-.l··~r3, 2. J Sl.~tan • 

1 r \.!. t.¥..J• :.o c ~""· • "'i'h ... r e-. .... u.~ 
~~ i "~t- "' ,.r tneo~v .... l,.~ r~ 11\ t.:. 

c. 1 r . 

-}t.!l/Uoh. J.J ~L.o, • 
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