AUTOMOBILE INDUSTRY

Although the automobile industry has sbout 165 of the durable goods
production capscity of the country not more than 10% of that oapacity has
been mobilised up to the present time for defense purposes. Even with
heavy curtailment now threstening oar production, no appreciative steps
have been taken to plan for conversion of present civilian facilities to

v defense production. This means that the major producing power of the ine
dustry is still being held out of defense work.

* A# & specific example of the absence of correlatisn of facilities and
manpower to defe production is the fact that tool and die facilities in
Detroit are now being used at 355 of capacity as revealed by a recent United
Automobile Workers Union survey. The captive tool and die shops of Detroit
(owned by the sutomobile corporations) are working one shift four days a week.

As the result of absence of correlation within the industry we have the
following situations as examples:

(a) Pord, Chrysler, and General Motors are all receiving separate con-
tracts for medium tanks. This means that each one of the companies will
establish & full cycle of produsticm for tasks, ordering & few parts from
the outeide. Through correlation of available machinery and technical capa-
olty tank mguu could be broken down, For instance, Ford could make all
castings for all the tanks in the industry, or, more specifically, for the
production quota of Michigan. This is so because Ford can do the castings
best. Each compmny could thereby concentrate on the specific tasks that they
oould do best. Thereafter all of the parts could be brought to & final assem~
bly point.
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(b). The same principle applies to aircraft. Ford has developed a
technique for turning out cylinder sleeves or liners which could be used
o make all sloeves used by Curtiss-Wright or Pratt Wuitney. Today each
of the coapanies, Ford, General Wotors, and Chrysler are working on that
problas in spite of the fact that Ford has already developed the process
to the highest degree of efficienay.

(c) The subcontracts system has brokea dow: completely. The big
oompanies take all the pluss and farm out the headaches. The smaller
shops are obviously least well-squipped to asswme the headaches-—-their
technical staffs being saaller and their facilities of a character that
they can't acoept this burden.

An offieial channel must be established for the expression of workers'
ideas and suggestions for the solution of the diffioult production problem.
Countless reports froa defense plants recently built and now operating in
the industry, demonstrate that this essentisl contribution is being mads
but woffictally by union mesbers at the present time.

Beosuse of the absence of planning in the transformation of existing
asutaaobile mmufacturing facilities into defense faoilities will mean the
14leness of spproximately 215,000 men by the first month of 1942. This will
include skilled, seni-skilled, and unskilled men. Of course this will in-
volve also a corresponding idleness of existing plant facilities that had
besn attuned to civilian goods.




PRODUCTION OF COPPER

One of the raw materials for which there is an alleged serious shortags
1s copper. Recently the United States goverment increased the price which
1t pays for copper imported from Chile in order to create an additional in-
centive for increased production in South America to make up for this short-
age. While this step by the United States Government had to be taken because
of an alleged shortage, we find the following situstion &t home:

(1) Only recently the Anaconds Copper Mining Company closed down its
Walker ine in Cal ifornia where 500 men had been employed. The reason given
was that 1t was & mine that was losing money for the compary. In spite of
411 the subsidies that the Government has given to the Anaconda Copper Nining
Company in one form or amother, the company has the absolute right to close
down & nine and stop production n the face of an alleged shortage.

(2) The Anaconda Copper Mining Company, at its Butte, Montans, mines
produces some 15% of the nation's copper. A recent survey disclosed that of
the 5000 regular employses at the ten mines in Butte, more than one-half of
the pen worked less than one-half of the month.

The foregoing indicates that we are not using all of the available miners
nor all the available mines for the maximum production of copper. Purthermore,
even for those mines already in operation'it is possible to increase production
considerably. The concrete proposal which the CIO union has offered in this
connection 1s as follows:

of the systes through installation of air condi-

tioning and fan systems; the poking of holes through the surface so as to
_elininate the "hot boxes® where miners cannot work at all or where their work
1s handicapped by humidity and high temperatures; improvement of servicing as
in haulage or placing of supplies thereby making operations more efficient;



abolition of the contract aystem which, as the labor turnover proves, instead
of acting as an incentive plan actually boomerangs by cutting production in
that men are encouraged to quit when working conditions are such as to decrease
earnings. ‘

As an indication of the technical feasibility of the foregoing proposal,
we submit the program of the Magma Copper Company in Arisona which recently
installed 3 new 140-ton centrifugal machines to provide air conditioning down
to the 4,600 foot level of its mines at Superior, Arizona. As a result of
this installation, temperatures at the deepest workings will be cut from 150
degrees to 90 degrees, thereby increasing output.

The foregoing proposal of course means financial outlay. lNowever, it
rely on the present 5-day work

will pernit the mines to be operated, not
shift basis but on the basis of unbroken continuity of production 7 days a
week for 2 hours a day with proper allowance for the minimum amount of time

required for clearing work places and general maintenance,
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MORE EFFICIENT STSEL OPERATION

The steel industry is still operating, for all pracfical purpose

seventy-five separate companies. The coordination of the industry's faciliti

a8 a whole, with the over-all steel demands for armament and domestic purposes
1s not being achieved, except in a few insignificant instances.

A typical example is the manner in which steel is being produced for
the restricted autonobile output. For example, the Lackawanna, New York Strip
11 of the Bethlehem Steel Corporation — annual capacity seven hundred and
tmenty gross tons — s oporating on & very linited schedule, going as low as
two and three days a week. This mill has an auxiliary £ifty-four inch blooming
nill which is capable of producing large sise slabs for conversion on the Strip
11 into three-eighths inch to probably as thick as one inch plate. Yet, it
has not been converted for ‘this purpose. The auxiliary equipment, such as run-
out tables and shears, nesded for the production of plates could be achieved
with highest priority rating in a reasonable period of time, Instead, the coa-
pany, throush this mill, is hanging on to as much of its domestic auto business
as 1t can. As a consequence, the Defense Prograa is suffering of a shortage of
the type of steel plates ag-coulf be produced on this mill, :

In the meanwhile, for eXanple, the Ots Steel Company at Cloveland,
Ohio 4s compelled to divide the production of its Strip Mill - which is rumning
at full capacity —- between heavy flat rolled products for defense purposes and
the Ligiter products for assential domestio purposes. As  romult, its total
output of finished flat rolled steel products is less than it would be if it
were operating entirely upon lighter products, Thus, the maximum output of B
which this nill is capable is not being achieved.



0969
-2

This is a typical example of industry-wide inefficiency. It results
from the absence of any power, adequately informed or being capable of being
continually so informed. The obvious step that should be taken to achieve maxi-
mm effictency s to place the Otis Steel Mill 100 on lighter products for which
it is especially adapted. The Lackawanna Plant of the Bethlehem Steel Corporation,
on the other hand, should be placed exclusively on the production of heavy pro-

ducts such as plates, and kept on these products for 168 hours a woek, except for
such shifte as may have to be lost for maintenance. This is only one out of many
instances, and is cited to illustrate the fact that the steel industry is not
being operated as one unit.

Arother illustration of this fact, which deals with the actual produc-
tion of Taw stesl is the scrap iron situation. In the week of October 20th, the
Lackavanaa Plant of the Bethlehea Steel Corparation had five of its thirty open
furnaces have

of lack of scrap iron. All of thet

hearth furnaces idle becaus

over a hundred ton capacity, and these five being idle, amounted to a weekly los

of 7500 ton of stoel.
This gets to tho problem of scrap supplies. The freesing of scrap
made certain scrap piles unprofitable of collection and transportation

prices
%o consuming points. If the problem of sorap iron collection were tackled on an
induntey wide and national basis, mobtle sorap untts could by organized for the
purpose of reducing these presently economically ummoveable scrap piles to trans-
portable forn and transported to consuming points. The cost, of course, would prob-
ably double the present top price of twenty dollars a ton but the sorap would get

to the open hearth furnaces and the output of steel would not be curtailed for

this purpose as it is at present and will be increasingly curtailed in the future.



SPEEDY EXPANSION OF

CAPACTTY.

The 10,000,000 ton of stesl ingot capacity expansion program has been
turned over for execution and allotment among the several conpanies to the OPM.
At this point apparently the ig eight" steel companies dominate the program,
In the first instance they established a ruling that any open hearth capacity
would only be built with adjacent pig iron capacity. The technical arguments
that can be made in support of this ruling are impressive on first presentation.
The purpose and net effect of such a ruling is to remove all of the smaller com-

panies fran eligibility in participation in the expansion program, The Apollo

Steel Company, which' heretofore has never made any steel, has secured a quarter
of a million ingot stesl capacity allotment without auxiliary pig iron mamufactur-
ing facilities. This illustrates the untenability of the ruling, although the
ruling has considerably delayed expansion programs throughout the whole industry
and has definitely discouraged some smallor stesl companies from even atteapting

“to participate in tho program. A careful analysis of the allocation of steel
making capacity indicates s goncerted effort, apparently successful, of the big
eight steel companies to continue $heir virtual monopolistic controls and in

the post-war period to literally wipe out of existence most of the smaller fims,

Just as the allocation of defense orders to a few large companies creates

bottleneck. In brief, a new expanded capacity can be achieved in probably half
the time by spreading the cpacity over most of the companies in the industry as
woll as alloting a larger ratio of the new capacity to the smaller companies.

Forty managerial organisations at work in an expansion program will produce much

faster results than having the bulk of the program tied up in the hands of the

technical and managerial staffs of eight large, cumbersome corporations.
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There has boen outright intimidation of smaller campanies that has made them

for a larger ratio or for even some of the new

fearful to press their case
capacities. The courageous action of the Apollo Steel Company is the exception
that proves the rule,

The expansion of electric furnace stesl capacity approaches a scandal.
None of the amaller specialty steel companies are participating in tnis program to
any degree. The Carpenter Iron and Steel Company has expanded its facilities to
some extént but this is part of the long range prograa that has been substantially
financed with the coapany's own funds, The other specialty steel producers like
this one, have not gone after any new electric steel furnace capacity nor has any
been allotted them.

The seriousness of this will become apparent sometime in the yvar 192.
For example, one of the products of these specialty steel firms is welding rod
stisel. . Tere 1s already a shortage of this product at the present time. Dach of
the companies in this group, such as Universal Cyclops Steel Corporation, Rust-
etc., should receive fram one to five 12} ton electric steel

less Iron and Stee!
furnaces with auxiliary equipment to meet the demands for this specialty steel
Welding rod will become

and others that are so vital to the defense program.
particularly scarce when the tank production scandal breaks. The American Car and
Foundry Gompany at ite Berwick, Pennsylvania, plant will soon produce its 2000th
12} ton tank, The l!hrynltrbcarporltim 1s producing its 4-3 31 ton metal tank at
the rate of around ten a day. ALl of those tanks are riveted construction. The
marvel of fitler's tanks has been that they could withstand 75 millimeter shells,
because they were welded. It has definitely been established by trials that even
& 37 millimeter shell will atop a riveted tank. The force of it, will, in most
instances, shear off the rivets and thereby kill everybody in the tank. The
shelle that do not shear off the rivet heads knock it out of line, thereby slowing
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4t up and in most instances actually stopping it from further locamotion.

Of course, when this fact penetrates through the mage of the defense machinery
in Washington, D. C., there will be a speedy conversion to welded constructed
tanks, In fact, unless the electric s

1 furnace capacity of the industry is
expanded throughout all the coapanies experienced in operating steel furnaces
the turnover to welded tanks may.be delayed if not completely thwarted by the
shortage of welding rod steel.

In most cases, the application of the simple idea of coordinating the
stecl industry on an industry wide basis will produce very definite and tangible
results - speedily. Unfortunately, the industry, acting by itself, is not dis-
posed to 80 coordinate the industry. And equally unfortunately the federal gov-
erment s neither adequately staffed nor effectively organised to make the
industry do this job by itself. But there is a way in which effective industry
wide coordination of the steel industry facilities and expansion program with
demands for steel products can be accomplished.

=gb 1/5/4



'ELECTRIGAL AND MAGHINE INIVSTRY 0993

A & few examples of non-use of facilitiss and men in the electrical
and machine industry there are the following: 5

(1) For the refrigerator industry: 15,000 men have already been laid off
and 10,000 more will be laid off in this industry by Jamuary 1, 19i2. These
are skilled machine tool operators as well as both semi~skilled and unskilled
asseably workers. The equipment of the plants consist of excellent machine fasi-
1ities as well as conveyor machanisms for sundry work. Virtually nothing has
been done to bring defense either to these uneaployed men or the umised plant
capacity.

(2) Westinghouse Electric Company: Westinghouse Company has a backlog of
400 million dollars in defense contracts, yet it is laying off workers. 2500
men have already been laid off and more are scheduled to lose their jobs. The
company 15 utilizing only one-half its capacity for defense work, the rest going
for consumer and industrial non-defense production. With all these contracts
Westinghouse isn't even allocating its work within 1tself 50 as to avoid unem-
Ploment, :

In addition, Westinghouse has let subcontracts to 300 companies but
these subcontracts are very small, They total about 4,400,000 man houre of worke
This is equivalent to one year's work for each company if only 7 or 8 men are
employed on the Job. Here is u bewntiful examplo of inadequate subcontracting
and altogether inexcusable unemployment of workers and plant facilities.

(3) zipper indubtry: About 12,000 persons are cither mow out of work or
will very soon e unemployed in the zipper industry, While their skills are
specialised and their machinery is simtlarly specialised, operators wast exist
for utilising this capacity for defense work. lo steps of any effective nature,
howsver, are being taken to bring these workers into this industey,

g
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The United Electrical, Radio & Machine Workers Union is the CI0 affiliate
baving jurisdiction in this industry. The union initiated a program to facili-
tate full defense production through labor, managemsnt, and govermment coopers-
tion, The principal objectives of these efforts are the swift and essential
conversion of consuser goods facilities to the production of defense items,
the protection of union standards in this readfustaent, and the developaent of
an adequate defense tratning progres.

As part of this program, for instance, the union initiated a conference
in northern New Jersey of representatives of the union and LS companies with
which the union had collective bargaining agreements. On another occasion the
wadon initiated and organized a Mid-¥est emergency conference. Tne first mest-
ing was attended by 600 Nid-West Mayors and 700 labor and management represen-
tatives.

In both cases, the conferences

t up & permanent organisation with manage-
ment and labor representation,

Prom these conferences, the following was obtaineds

(a) Efforts to obtain a

hopping 14st* of defense nesds proved to be
futile. In other words, it was impossible to obtain from the government any
1dea as to what actually was needed for production needs. This almost makes
1t impossible to estimate the actual defense usefulness of existing facilities,
(b) Efforts to get aid from the Contracts Distribution Division of the
OPM 1n making a survey of plant equipments in order to be in a position to deter-
mine what such equipment can be turned into failed, The union, s & result, is
making {ts own survey without any assistance from government engineers.
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(o) The washing machine industry was being turmed into complete idleness.
48 a result of joint representations made by the union and representatives of
mmnmmmm&mmmmutuwu
Navy departments for the washing machine companies for the production of war
materials. This result was accomplished only after the most grave difficulties
in interesting the Contracts Distribution Division and the Ay and Havy. The
Joint efforts of the washing machine manufecturers and the union are also to
be devoted in this connection toward the arranging of subcontracts among all
‘the manufacturers in this industry so as to achieve the maximum production on
the basis of the available plant facilities.

(d) Insufficient effort has been addressed to the training program in
cases where the change over to defense production required different skills
than those formerly required, It is essentisl that the Training Within Indus-
try progran be expanded and fully integrated with the plans to convert plants
from consumer goods to defense production. Further efforts are required in
this connection before the "training as usual" inclinations of the OPM can be

overcome.
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 ommn poyviowrras or permss rogux

The failures of the defense program highlight the necessity for a cen-
tralised suthoritative agency to head up the task of production. The fact
that in some categories our ammament output is now beginning to be substan-
tdal only emphbasises how much greater actusl output should be. The essen-
tials of an effective arms production program are simples

1. Find out how much is wanted; how many tanks, planes, guns and ships.

2. 7ind out what the nation's facilities for manufacturing are, what
facilities need to be converted and what new plants must be built.

3. Mngage the nation's industry in mamufacturing the required goods at
maximum rate.

Within these simple propositions the failures of the present effort are
encompassed. The major failures may be sumarized as followss

I. The production program has never been Md out concretely. Those res-
Pponsible for production in the nation have never known how many guns, tanks,
Planes or ships they Alght be required to produce. The major part of the res-
onsibility lies upon the Aray and Navy whose responsibility it is to lay down
s conoretely as possible the actusl equipment needed for a maximum effort.
This responsibility has not been met. At no time has the nation been presented
¥ith & clear, concrete emmeration of the articles necessary to a maximum effort.

The first few months of the defense program were marked by efforts
*hioh adjusted prodwtion to levels necessary to a program of only 6 %o 10
billion dollars. As appropriations mounted over the past 18 months, so did the
level of the tofal program. Periodically, therefore, prodution sbhedules had
o be shifted md soon such schedules outgrew available production facilitis

This failure to set forth a maximum plan for produotion contributed to other
failur




e 0997

. TI. Mo survey has been made to determine the ability of the nation's
industry to produce arms requirements. It is necessary to find out the totel
amount of available capacity, what of this 1s avellable for armssent manufso-
ture, what of 1t can be converted and what, in view of the total defense pro-
grem, wust be constructed.

¥o agency, in particular the procurement agencies, has any comosption
of the possible produtive capacity that can be used in this nation.

III. Perhaps the most serious operating failures of the defense program
has been the procuresent job. Significant exmmples of this are the fact that
at present only about half of the $62 bllion program is under contract. If
the program 1s doubled, then the lag will be mores erious, Six months after
the Lend-Lease appropriation was mads, the President's Beport showed that only
about half of that sum had been even let out to contract. After contracts are
1ot there 1s a substantial period before manufacture oan begin in most oas

The Procurement agencies of the armed services are uncoordinated.
They are manned by officers whose respect for business as ususl excesds their

determination to procure the materisls, The most immediate effective measure

for speeding up the defense program would be to take procurement out of the
hands of the Army and Navy procurement offices.

British md Canadian governments long ago removed procurement and the
responsibility for speeding production out of the hands of the armed forces. One
of the great handicaps to production in this country is that full control of all
such policies still rests with the Army and Navy.

One result is that defense contrscts gre conomtrated in the hands of
& fow major industrial corporations, About 75 per oent of all the prime contracts
are in the hands of scme 56 major corporations. A great majority of mmufastur-
ing establishments have no defense oontracts at all, prime contracts or sub-
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contracts, My of the major corporations have defense contracts far beyond
their ability to produce within the next two or three years.

Thus arms production is greatly hampered by high concentration in a
few compmies while enormous facilities snd manpower lie idle in the nation.
The United Automcbile Workers, for exmple, has pointed out that machine tools
1n 34 Detroit sutomobile plants are now being employed at no more than 35 per-
cent of full capacity.

A fair estimate of additional persons to be uemployed besuse of the
dislocations is between 2 and 2} millions. The Automobile Workers report that
the idkiness of the sutosobile manufacturing facilities will be
unemployment reaching 215,000 additional jobless by the first months of 1%2.
‘The Steel Workers union has reported some 15 or 20 thousand already out of work
1n basio stesl with a total of 100,000 expected to be unemployed in the basic
steel fabrication within the ll_!! 8 months, Some 15 to 20 thousand have been

tobed by an

already memployed in the mamufacture of refrigerstors, washing machines, radios
and other sinilar equipment. This is only the preliminary effect of curteil-
ments in these consumer durable goods.

The picture 1s one of idle equipment and unemployed men on the one
hand with & growing backlog of wilet contracts for defense production on the
other.

® u/sm
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SUGGESTD PROGRAK POR PROSECUTION OF
NATIONAL DEFENSE PROGRAM

1. Introdustion
The first task, and the one of greatest importance, is to produce the
necossary quantities of materials within the shortest period of tims, To
accomplish this goal it is essential that our existing plant facilities be
utilised o the full, with adequate provision for any inerease in produs-
tion facilities that may be necessary together with a maximum utilization
of the available labor supply of the nation, This program demands extremely
careful planning measures on & national scals, both for our present situstion
and for the one to follow the termination of world hostilities.

I, Industry Cowncil Program

Congress has appropriated specific suas of money for the national
defense program. Thoso appropriations call for the production and supply
of definite roquired naterials, The problem now confronting the nation in
the problem of production—is how to produce the required quantities of
materiale within the shortest period of time.

The adainistrative machinery contemplated wnder the Industry Courioil
Plan 18 simple: ;

(1) e President of the United States shall establish for each basic
defense industry an Industry Counoil. Each such council would be composed of
equal representation through management and the labor unions in the industry,
together with a government representative, the latter to serve as Chairman,
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(8) Each Cowncil will be advised of the domestic and armament re-
quirements of 1ts industry and the general price level that should prevail
for the industry,

"(b) Tt will be the duty of each Counsil to coordinate the produc-
tion fecilities of that industry to meet these requirements, The Counoil
will allocate avatlable raw nateriels within tho industry, allocate outstami-
ing contracts and new contrects anong the available plant fasilities, sdjust
the labor supply to the plant facilities without coupelling any forced labor,
arrange for housing factlities and make arfengeents for necessary training
o meet the labor requiraments.

(¢) Fach Cownetl will engage in active plannitig to make certain
that 1t 18 ashieving the greatest possible output within the industry for
Prosent needs as woll as planning for the post—war needs.

(@ 'me Industry Counoils must be implemented with full executive
nd agninistrative authority to oarry out the prograa within each industry.
Within tho disoretion of the Cowncil there w1l be organised within each ine
dustry reglonal and local machinery to obtain the full partieipetion of local
managonent, labor and others in tho communities,

(2) The Prestdent of tho Unitod States shall cstablish a Naticnal Defense
Board consisting of an equal mumber of representatives for industry and labor
unions over whieh tho President or his designos shall be the Chatrman, The Nat-
donal Defense Board will establish rules and regulations for the operation of
the Infustry Counoils, The general policies of the national defenss progren
shall be promulgated by the National Defense Poard, The domestic and armements
Tequirements for each industry shall be determined by this Hational Defense
Doards. The National Defense Board will operate as a general staff, The Indus-
try Couneils will act as the gensrals in oharge of their respective armies to
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carry through the national defense program for their respective spheres of
aotivity, The Board will act as an appeals agency for the Industry Councils
and coordinate the work of the Councils by serving as a.clearing house for
inter-industry matters.

(3) The Industry Councils will furnish an excellant basis for promul-
gating industrial peace through the pefection and extension of sound colleo-
tive bargaining relations betwsen management and organised labor. Collective
bargaining procedure betwoen unions add management will not be suporseded by
the Industry Couneil program. Tho Industry Councils will not supersedo but
rather w11 secure the complience of peaceful industrial rolstions established

through basic collective bargaining negotiations.

III.  Conclusion €

The essence of thes Industry Counoil program is that the persons directly
involved in esch industry, as management and labor, are -the ouss best equipped
and trained to attain the goal sot for each industry, The Industry Counoil

Plan dirdet and active rarticipation within each industry on the

part of managoment and labor,

For labor' we geck such representation not merely to protect labor's inter-
ests, but of equal ixportance, to obtain tho full benefit of the resourceful-
ness and technical skill of labor's reprosentatives who are fully acquainted
with the problems and needs of the industry. For the aational defense program
4o be effoctive, it is necessary to unleash tho enorgles and resources of all
our people and not, nerely of any one segaent.

There 18 no monopoly of brains on the part of any one group. Uur national
defense progran demands the full partioipation of all the people. Labor is in-
terested in maximum production, It has no other interests.
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Ihis is Hl)Ir's reading copy of his
statement béfore the Hovse Ways o leans
Committee on 11/5/51, which he took t
e MiLts Dl rectie s ap tiie Toeai gont
thiniMorning,  Tis Presideat tead tio
statement end approved it.
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November 5, 1941

MEMORANDUM REGARDING THE PROPOSED REVENUE PROGRAM

When I appeared before the Senate Finance Committee
on August 8, 1941, I pointed out that, in the 1ight of
rapidly ohanging conditions, the all-out defense pro-
gram would necessitate all-out taxation, that much
more revenue would be required not only to strengthen
the government's fiscal position but especially to
maintain economic stability and prevent "inflationary
price rises which threaten to increase the cost of the
defense program, unbalance family budgets, and seriously

disturb our economic life."

At that time 1t appeared that early in 1942
would be soon enough to pass the next major revenue
measure, but our study of the rapid developments of
the past few months has convinced me that immediate

passage of about $4.5 billion of additional taxes
who

collection would begin January 1, 1942 is imper-
ative if we a

to avoid further inflationary price
rises.
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Prices have been rising rapidly. The cost of
1iving in the United States has risen over 5% percent
during the last five months. (See attached chart
"Cost of 11ving and selected items.") The budgetary
&nd economic situations whioh face us during the next
few months threaten still higher and more rapidly
Tieing prices unless we take steps now to meet the
problem,

The Federal Government will spend about $20 billion
during the calendar year 1941. In October we were
spending at the rate of $26 billion, The present pros-
pect 1s that in calendar 1942 we shall spend $37 billion
or nearly twice as much as in calendar 1941, The whole
of the increase will be in defense spending which is
expected to reach over §30 billion in calendar year
1942,

Some of the increased spending will be covered by
increased yield from the existing tax structure, In
calendar 1941 we shall collect approximately $9.5 b11-
1ion and our collections in October were at about that
rate. In calendar 1942 we shall collect about $16 bil-
1lion,’ That will leave us a doficit (before setting aside
Tves) of $21 billion as compared with about

old-age re
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$10.5 billion in calendar 1941, or twice as much, That
increased money 1s going out into the hands of people
who, for the most part, are going to try to buy goods
with 1t, They are not going to be able to get the
goods, We are not far from the top of our national

production for the next year or so. We may be able to

expand at only about $5 billion more in the course of
& year. At the most, 1t looks as though we could expand
by only about $8 billion more, We shall need all.of
this increase, and more, for defense. That 8 that
there will be less goods left than now for oivilians
to buy with their greatly increased incomes.

If we do not do s

thing decisive about this
promptly, the cost-of-1iving situation threatens to get
away from us as it did during the first World War,

It should not be necessary to mention the very
serious evils of inflation and the great importance of
preventing 1t, We are all familiar with the way in
which 1t burdens the great bulk of the population,
including the lowest incor

groups, financially 4
mbarras

State and local governments, increases the
cost of defense materials, gives opportunities for

profiteering and otherwise harms and demoralizes the
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people, What I would like to stress is that we have
reached the point where vigorous action 1s needed now -
without delay - if we are not to have an accelerated,
destructive inflationary price rise,

The money is being paid out now. If the taxe
are to help prevent price increases they must be im-
Posed at once and collected currently.

After a great deal of study we have come to the
conclusion that the minimum of taxes that should be
imposed at once and collected currently beginning
January 1, 1942, to hnld’do‘m the cost of living, is
$4.5 billion. If Congress reduces non-defense epending,
the minimum need for new taxes will be somewhat reduced,

The $4.5 billion is an amount which should be im-
Pposed at once to control inflation, Beyond this we
shall, of course, need a revenue program in 1942 for
fiscal purposes. Even with §4.5 billien more ;ar taxes
the deficit in calendar 1942 will still be $16.5 billion,
an amount which we shall have to borrow. To keep my
finanoing problem at manageable levels and to avoid the
difficulties and dangers of high interest charges and
an overwneluing debt after the war, we should increas

taxes even more than ie indicated to avoid inflation.



.collected quarterly throughout the year on other incom

L

For this reason I want to urge upon you the
desirabllity of a major revenue raising program to
be initiated this month, The program would consist
roughly of three parts: (1) Taxes to be imposed as
800n as possible and to be colleoted beginning
January 1, 1942; (2) other major tax increases and

changes to increase revenue and to balance the impact

©of the anti-inflation program on small incomes; and
(3) changes to clo:

system and to remove hardships wnich have developed

important loopholes in the tax

under the tax-laws, -

The first recommendations relate to taxes which
should be imposed at once so that collection may begin
January 1, 1942, They are taxes wnich Will withdraw
purchasing power from consumers before 1t is spent,

The firet recommendation for anti-inflationary
taxation 1s the imposition of a new supplementary tax
on net income to be withheld at the source on salaries,

wages, dividends, bond interest, and similar items and

These taxes Would thus be collected insofar as possible

1ike the payroll taxe They would, however, have
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Ppersonal exemptions and oredits for dependents,
supple

The
ntary withnolding tax would be deducted from
in computing the income tax.

net incor

Beosuse of
this deduction and because of the personal exemptions
the increase in effective rate of tax would never be
a8 high as the stated ra

of tax. For example, if
the rate of this withholding tax were 15 percent and

the existing personal ineome tax exemptions of $750
for single persons and $1,500 for married couples, with

$1400 oredit for each dependent were allowed, a married

couple with no ehildren and $2,000 of income would have

their combined withholding and income tax inor

ed from
$42 to $110, or $68. more, which is only 3.4 percent of
the $2,000 income,
At the rates and with the exemptions indicated;
1t 16 estimated that at present income levels, the 25
withholding tax would yleld annually about . . . . $2.8 billion
It 1s recommended, second, that the payroll taxes
for old-age and survivors' insurance be increased.
These taxes are at the present time imposed at a rate
of 1 percent on ‘employers and 1 percent on employees
and ade soheduled to rise on January 1, 1943 to 2 per-
cent on employers and 2 percent on employees. The
recommendation is that this increase be made one year

e*
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S
sooner than was scheduled. It will be recalled
that no increase was made on January 1, 1940 when
it was originally scheduled.

The increase in tex would yield during 1gk2
incre

d revenue of approximately . . . . . . . $0,9 billion
1 would 1ike to stress the very great impor-

tance of considering and passing these two tax

increases at once in order that the money may be

taken out of the hands of consumers before it can

be spent by them, thus reducing the inflationary

Pressure of the increased defe

expenditures,
Further, it is recommended that as soon as
practicable, the Soclal Security Board's program
relating to the extension of coverage for old-age
and gurvivors' insurance and unemployment insurance
and the revision of the unemployment insurance
system should be enacted. The change with respect
to unemployment insurance involves an additional
1 pércent tax on the employees.

The combined effect of the

e changes would be

the revenue by approximately . . . . $1.0 billlon
The above anti-inflationary taxes recommended

for imposition as soon as possible would yield a

« « $%.7 billson
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The additional soclal security payroll taxes and
the new supplementary individual income tax would fall

very largely on the low income ola

Substantial
increases in other taxes are ne

ary to balance the

burden of these taxes, to restore an equitable distri-
bution of the total tax load and to raise the revenue
needed to finance the defense effort.

It e recommended that the surtax rates of the
individusl income tax be increased; that the excess
profits tax be made more effective; that the corpora-
tion income tax be increased; that the estate and gift
tax rates be inoreased and the exemptions lowered;
and that the defense exolse taxes be extended to
important items requiring diversion for defense
purposes,

These tax incre:

& should be designed to
raise a total additional revenue of from . . . $1 to $3 billion

3. Changes to prevent avoidance and promote equity.
Finally, in an all-out tax program, it is extremely
important that all known avenues of tax avoidance be

closed, It is likewise important that hardships and
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inequities to certain taxpayers under present law
Dbe eliminated. The higher taxes of the defense
period make these hardships and inequities inoreasingly
and The el of both
tax avoidance and tax hardehips is desirable not

only for fiscal reasons but for the promotion of
equity and the maintenance of morale,

It s my understanding that the House Ways and
Means Comnittee and the Senate Finance Committ

are
planning to undertake revisions along these lines

in the very near future, in the so-called *administra-
tive bill,.*
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November 5, 1941
MEMORANDUM REGARDING THE PROPOSED REVENUE PROGRAM

Conclusion: xn-ann pas
m“T ocolle

age of $4,5 billion of
on would begin

anuary 1, 19“» 1- Ilp rative to avoid further

xnn-nomy price ri

Reasons for revenue program,

1. Cost of living up 5% % during last 5 months,
(8ee chart).

2, Threatening budgetary and economic situations.
8, Federal expenditures
3341 calondar year - 420 billion
oe:obu- 1941 rate -
calendar year - 37 .
b, Defense spending.

1941 calendar year - bxz.ibunon
October 1941 rate =
1942 calendar year - 3 S h

. Tax yields under existing law.
1940 calendar year - § 9:3 b13tten
October 1941 rat
1942 alendar year = 16. . :

Defieit (before setting aside old-age
reserves).

1941 calendar year - 010.5 billion
1342 calendar year -

e, Possible increase in total 1942 national
production: $5 to $8 billion,

f. Bummary: Less inili ods_to buy with
great. d 1noome

satly 1
Result: nm.c-mng in cost of living,
FNeed:  Minimum §l, lion taxes to

fight mn-cmn, plus more to
help finaneing.
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supplem ntuy umwlcung tax on
net income to y! © ¢ e« . $2.8 billion

b. Increased payroll taxe, rur o0ld-
2y vors!

aploy
* e s e e $2.9 billion

age rur old-age
‘ance and unem-
ployment Anlurlnul, revision of
unemployment insurance system;
increase unemployment tax 1% on

toyleld, . . .. ...

$1.0 billion
- Total anti-inflationary taxes . $4.7 billion

. 24« Other changes to increase revenue and
ance tax system,

. Higher individual surtaxes, mor
effective 78 00888 profite Yax, nigher
AT ¢

estate )
Lower exemptions, greates use of
defense exolse taxes . . . . ... $1 to §3

bilison

3. Changes to prevent avoidance and promote
equity,
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COST OF LIVING AND SELECTED ITEMS
June’ 1939 = 100

1939 1940 1941 1942
PERCENT ™77 7 TETTT T

T PERCENT

108 /
Cost of Uw'ngy
s

el /\va

; Food\/ .
4 .
L

Clothing
104]—/\ VWG

N/ Rent, Light
and Heat

S Housshold Funishings

Miscellaneous
L L L 1 1
e T T B L R T
1939 1940 1941 1942
Source: L.
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/7 Gomartaon of preseat indtvidual incose tax and individual fncome tax giving
etfect to proposed suplenentary tax, for net incomes of seleated sises 1/

Lo porson - Yo depent
(heeslrasaiian ths vt baslh st presans exemptions)

Tor Toeeme Sefors pereonall _iowt of tax T ¥ffective rats
exemption and oredit for : + +
ente ) ) Present lav | Proposal | Freseat lav | Propossl
$ 700 - - c
800 $ 3t n 0.4% 1.4
900 1 23 1.2 3.7
1,000 2 5% 211 .56
11500 & i 6 10
2,000 7 287 5.9 e
2,500 165 o 6.6 T
3,000 221 519 14 17.3
k000 EW m 8.7 19.3
5,000 83 1,030 9.7 20.6
6,000 1,306 10.8 217
8,000 1,031 1,895 12.9 23.71
10,000 1,493 2, UO.E 25.5
e 12,500 2,178 37 17. 215
151000 2,994 23 20l0 295
( 2,000 L3 663 oue 3.3
25,000 7,22 9,157 2819 e
50,000 20,882 23,953 inlg 7.9
. 36,487 o, k8.6 54.0
100,000 53211 56,034 532 560
500,000 305,654 363,627 8.1 2.1
1,000,000 3,139 766,114 3.3 6.6
5,000,000 3,923,020 4073100 785 85

Treasury Departnent, Division of Tax Research Toverber ¥, 1901

3/ Tater the propossd o emplementery o tmoted t the rate of 15 percent
cEsk asvae atter sduction of the persona exempisons. %o o
incone credit e allowed under the supplenentary tax

2/ Maxtmn esrmed tncome asmused.
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Compartson of present individual income tex and individual income tax
&iving effect to proposed supplemsntary tax, for met incomes of
ected sizes 1/

Marriod person - No dependents

(Supplemsntary tax computed on basts of present exemptions)

Tot 1ncons befors personal
exemption and credit for
dependents 2/ :
$ 1,50 - - - -
1,80 4 23 63 1.3% 3.5%
2,000 b2 110 2.1 5.5
2,500 o0 226 36 3.0
a,m 138 342 .6 prey
1000 576 6.2 1
5,000 834 715 16.7
6,000 1,09 8.7 182
8,000 1,666 10.9 20,8
10,000 2,297 13.1 23.0
12,500 6 1.7 25.3
15,000 ,121 18.3 27.5
20,000 6,300 23.1 31.5
25,000 8,759 215 5.0
50,000 23,477 7.0
75,000 - 40,008 53.3
,000 \ 57,495 515
500,000 363,03 72.6
1,000,000 732,554 165,E05 6.6
5,000,000 3,922,524 4,072,479 Lo
Troasury Department, Divielon of Tax Rosearch Foveaber ¥, 19W

Y/ Uner the propossl a supplementery tax od at the rate of 15. percent
of net ine after the deduction of the personal exemptions No earned
tacone credit s slloved under the supplenentary tax.

2/ Maximn earned incoms assuned.
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’ Comparison of present individual income tax and individual income tax giving
: oTect to propossd supplencntery tox, for net acomes of selected sizes 1/

Married person - Two dependents

(Supplementary tax computed on basis of present exemptions)

Tot Tucoms b Somal
b i “"'7“ e * Prosent law | Proposal | Present lav | Proposal
$ 1,20 - =
1,500 - -
1,800 - -
2,000 - -
2,500 $ 12 $ 40 0.5% 1.66
5,000 58 158 19 5
4,000 154 385 3.9 5.6
5,000 n 625 5.4 128
6,000 97 882 6.6 187
8,000 n? 1,480 5.0 1l
10,000 117 Zos 1.2 20.3
12,800 i 2o 13.8 2.0
o 15,000 2,475 3808 165 25.4
L 20,000 4,287 5,98 2.4 29.7
( 25,000 4 8,33 2.9 8.4
- 50,000 19,967 22,970  39.9 55
75,000 5,479 39,460  47.3 52.6
100,000 1160 56,019  52.2 56.9
500,000 34,476 362,898 68.9 72,8
1,000,000 73,930 764,85  73.2 76.5
5,000,000 39280 407,85 784 a1

Treasury Deper tment, Division of Tax Research Toveuver 4, 1941

1/ Under the wwpﬂ-s\ & supplene: Ampos t the rate of 15 gn-ccn
of met incon Legrmetifiriy pu‘lon.nl .xmm ns. No ear

income credit e eiLoved. wnder the supplementery
2/ Meximn earned income assuned.

———
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llovenber 10, 1941

Sunésy night. Six fifteen.

Mhite cane to ses me and exlainad to me that
Philln Nubray vanged to ses me becauss he's very snxious to
olace before the Fresident wnat he considere the true facte
ebout this cosl strike.

said, "Before I gee Phillp Murray, I'd want to_ask
the President whether 15 would b agreeable to hia," becouss
I knew whst White told me, that Philip Murray vanted to see

Gown, which would be embarraseing for all concerned.

a1 bialEselen s S e ik mn gl aceTyon e
telahone, and asked him whether he'd care to hav cce
Narray and he £aid he would, and that whas Murray reail
wanted wae to see the President, and the President esid,
“I'q love to see him." So I eaid thet Murray felt that

s,
end Lewis, and that Davis was having hie judgment colored
through this feud. The President said yes, there was cuch

Then I went on to_ tell the President that Murray sald
it ne got ah unfavorable rling fron the Kediation Board, he,
Hurray, would heve to resign from the Boord end that h
very iich afraid thas they would then call e srike of the
gntire GI0 and that this thing would buils up Lewie tremendously.

President asid, fiurray is vrong, it ill not bui
Lewie; Dut T vant you to t41l Nurray’thet chey oan's ave s
Closed shop. 1n This Gosd mine ana that Lf Mo's'Goint be. eail
out the entire 010, ita the 0T0{egeinst the Governnent;| and
while I' hate to get into & war with o111 Lok’ then

Long run, end the sane thing holds thus with. CZG.

we get 1nto & fight with them, the Government will win. e
I want you to tell him that."

So T seid to the Preeident, "Well, I'll have him tonight
éné 1leten to him." So the President sald, i I want you
to do more then that. Tell him some of these things thet
I've been telling you.
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then called up Generel Watson and told him that the
President sald to find out where he, the President, could
reach Murray at nine-thirty tomorrow morning and told wuaon
© they oould resch Murray at the Hotel Carlton.
Wetson ee1d, *You know you haven't had lunch with the President
An-a Long tine. I'11 try to put you down for lunch tomorrow."
And I sald, “Please note that I haven's Hinted et being

ke
and 1t'c been months." Thon the General said,
he sald, Mt'e tine that you should be invited to lunnh. 1}

I'm curious to eee what happens. I'm also curious %o
whether the Presidant Teally sends for Murray and whether Watson
reminds him




November 26, 1941

I called on the President this morning and told him
that next week we would have to raise a billion end a half
dollars, He asked, "Long or short?" Lk

ond T sadd, Tang.
He asked ne at what interest rate and I told him 2-1/3%.

I then told him thet I would like to talk to him as
one friend to another. I said that I felt when he brought up
at Cabinet two weeks ago the question of there being too
nany Jews employed in Oregon that it could very well lead to
& misunderstanding on the part of the Cabinet, and leave them
with the impression that the President didn't went so many
Jews in the Government.

The President became quite excited - but not at all
porsonal - and said, "ell, you completely misunderstood

he thing." He said, "I think it is much better to discuss
this thing out in the open. The worst thing you can do is
to discuss it secretly.” He said, "I heard from a mumber of
sources that there is'considerable feeling there, and this
is the only way to handle it. You have to talk about it in
the open." T said, "Well, I don't know whether you are right
or not about doing it that way." He said, "Let me give you
an exenple. Some years ago a third of the entering class
at Harverd were Jews and the question came up ss to how it
should be handled.” The President said, "I talked it over
at thet time with your father. I asked him whether we should
discuss it with the Board of Overseers and it was decided that
we should. After disoussing it, it was decided that over a
period of years the number of Jews should be reduced one or
two per cent a year until it was down to 15%."

The President then said, "I treat the Catholic situation
Jyst the seme.” He sald, VI ippointed throe men in lebraske -
all Catholics - and they wanted me to appoint another Catholic,
end I said that T wouldn't do it because I had appointed three
already, and that wes enough." T think he said that Ed Flynn
hed asked hin to do it. He said, "I treat the Catholic
situation exactly the same as the Jews. You can't get a dis-
proportionate emount of eny one religion.”
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At least, that is the way the President feels on
the issue. I don't know whether he is ri, ght or wrong that
it is better discussed openly or not. While he talked
excitedly about it, at no time did he make it personal.

I then told the President that Mr. C. D. Howe, Minister
of Munitions end Supply, had left me a chart which I would
like £o show hin (ohary shoing setup of Ministry of Munitions
and Supply in Canada, dated November, 1941). I told the
President, "In Cansda if they are not producing enough guns
or_tenks, Meckenzie King can‘buzz for just one a Fhe
entire rosponsibility rests with him." To my great surprise,
the President wes keenly interested.

I explained to the President how Howe said he wouldn't
Grean of doing purchasing if he coulan't have the sllocations.
The President said, "What do they do sbout priorities?" I
said, "Well, they don't e priorities; They toll the steel
BL114 hon mtoh they should produce, what to produce, and to
whon it should go. The thing is settled at the door of the
factory." 7

The President then said, "Well, I don't know whether
Nelson is unhappy or what, bub he is coming in to see me today."
The President geve me the impression that he would take this
thing up with Nelsom. The President certainly was keenly
interested. He said, "I hear there is a lot of grousing in
Cenada." I ssid, "I think the chief cxplanation for fhet 1s
they have 500;000 men under arms in the Army alone. They
have been taking then in for 5-1/2 yoars; they heven't buen
able to fight; and they are restless, dissatisfied and over-
trained." T gave the. President some additional explanations
whioh I osn'b go into herss . The Presidsnt iceid; NFliat's

Febtyigaod beoauss that!s the ‘dams s having{en Arny of
E70007080 1n this comntrys"

ave the President the Russian memo, which is Bttached
hereto. -He didn't want to take up the Russian matter. He
he had lunch yesterday with Admiral Land and he wanted me
have Admiral { come in for a talk. I told him that I d,‘.dn't
like to do that u.nd that T would take it up with Hopkins but
he isn't well. . The President shied eway from the Russian matter.
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The President said, "The trouble is they can't unloed the
ships fast enough in Archangel,” so I said, "They ocen
unlosd one a day, and we have only given Rissia half a -
dozen ships." Tt was finelly left that the President
would teke the matter up with Hopkins:

I don't want to convey the uupresslon that the
President was annoyed about the Russien ma
in a good humor but he just aidn't went o go into the
thlng, which mekes me believe he knows the situation is

While I was with the President, Cordell Hull called

im up and evidently he discussed with him the same memo
SELSHUNRY o S5niirhoane walgat night from Chiang Kai-shek.
The President said, "Well, send Eu Shih and Soong in to see
me today snd I will quiet’them down." I read the memo from
i g KaiEanak nd 1 think e Hea: ov ery reason to he dise
turbed. Soong told e that the agreement with the Japanese
rovides for the withirawel of sl Japancse froops Tron

rench Indo-China with the exception of 25,000. We, in turn,
are to unfreeze the Jspanese assets and allow them fo buy
as much ol as they need, based on their monthly quots,for
their industrial uses (which, of course, they can
The Japanese are to be allowed to sell tnlimited qmmmxes
of goods o us, provided tmo-thirds of it Ls s
Japsnese are to agree not to attack Russia in Sibsrinr This
is lovely for us, but it leaves the poor Chinese holding
the bag with 25,000 Japarese troops night at their back
door. “T. V. Soong told me that the only thing which has
helped so far is the freezing of the Japsnese funds. This
is having a terrific economic effect internally on Japen.

He said something e interesting to the effect
that Hull called in the English, Australiens, Chinese and
the Dutch, and Halifax evidently was upset by a suggestion
ahioh wes mede ed he said he woulé have to consulf his
government. Hull beceme very ennoyed and said that it was
5 to the English to acoept the propossl without eny
comments, which seems to me rather high-handed.
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T. V. Soong, who seens to be very well informed,
told ne, o ny surprise, that the English have sent either
seven of cight capital war ships to Singapore.

I think the President will have more of & situation
on his hands than he realizes when he receives Hu Shih and
T. V. Soong, but I think they have every reason to be out-
raged.

Soong 8180 told me that up to date the only planes
they heve received are the one hundred P-40s which I got
for them. They hope to get some more soon but they haven't
received sny o4 yeb. Soong said they heve over S0D American
pilots end mechanics flying these planes around Rangoon, but
hey have not yet gone into action.

Teanor Roosevelt called up while I was with the
President. I naturally only heard one end of the conversa-
tion, but evidently she said somebody hed ssked Miss Elliott
to resi, The President said, "That's ridiculous. I never
hoard of it." Then he laughed. Then the President asked
Mrs. Roosevelt who had asked her to resign. lMrs. Roosevelt -
evidently seid somebody in OPM, The President giggled and
said, "She doesn't work there.” The more Jrs. Fogaevelt
said the funnier the President got. He didn't help her one
bit and he wouldn't volunteer to tell her where Miss Elliott
works. Finally lirs. Roosevelt must have asked him where she
did work, end the President seid, "She works under Henderson
and Nelsén." T think the President is vrong because I don't
think Henderson and Nelson have anything to do with it.

He finally said he would look into it, but Mrs. Roosevelt
nust have pushed him very hard. Just'as a reaction, she
Takcd him how things wers going. He said, "Everything is
ferrible, The Russian situation is anful. Noscow is
felling." Then he said, "I don't think the English sre going
to, make it in Libya. It looks very bad." He also said, "I
don't know when the English will be able to make it in Libya.
{ think this was just sort of a resction to his being pushed.
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'0o show how things go, when I came in tD see the
Preside; hh breakfast hed aiready been brought
He hud.n't touched his coffee. He had some kip, ereﬂ herrlng
which he had gust begun to eat when Cordell Rull called upe
He was talking to Hu?mand trying to eat his food at the
same time, but b time he finished the conversation
his food was col t‘md he didn't touch it. I don't think
the President ought to see me or anybody else until he has
finished his breakfast.
sked the President about Nan Hone;mm for Col-
lector nnd evidently he wants her. He said, "She is very
belptal." T told the President that it was *okay with me,
have sent for her
e most pleasing thing of the whole conhnme was
how the President grabbed at the chart on the Ministry
Sugply for Canada. If I only could see him more e !
hink I could get somewhere Tt i o shae question.

prerer



At the preseat time variows sargoss vhish are to be
shipped to the Uaion of Soviet Sosialist Repudliss from
the United States in sseordance vith the Ostober progrem
of deliveries and requiring 15-17 vessels are lying in

Dhited States ports. These cargoes ecmsist of armsments
and items of military importence.

2456 trasks
176 seout ears (Jeeps)
12 toas of ehemtcals
18 tons of arey shovs
165 toas of bress
815 tons of alwmimm
26 toas telephone vire
119 toms B (11quid)
459 tons presses, bammers aad differemt machines

whteh 1s 21,000 tons and vhish coewples & wpase of

4,180,056 eudble feet.

In sddition to the aforemsationed sargoes, there is
sone merehandise vhish 15 Fesdy to be deliversd to ports,
but vhich has not besn delivered dus to leek of trems-
portation festlities.

™
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In connestion vith this sbessoe of meens of trens-
Portetion mush sargo 15 nov distributed st verious reil-
7084 steticns. The sonditiem of the freight hes besn
‘sdversely affested by westher ccnditicss, ete. This ap-
Plies partioulariy to thet freight nov lying in the reil-
Poad yards twelve utles from Bostom. o adequte provision
has been made for the protestion of this freight mot saly
agatast the slemsats, but also against axy haraful ssts
Sush as theft, mlietous misehief or other sste of damege.

The Datted Staten Meritime Comission prouised ws ten
vessels for shipmemt of eargo in Ostober. Astuslly caly
five ships vere grented to ws. Of thess five ships, the
5/5 "Priar Rook™ vas mot 1n sesworthy sondition, ss berme
out by the fast that within two or three days after sailing
1t vas necessary for this vessel to retura to port dus to
the bad conditien of this ship, resulting in the wloading
of the cargo 1n port. |

Yor delivery of eargo to the Soviet Uuion i Novesber
the Uaited States Naritime Comeission had planed 31 ships.
Astually, by Novesber 2ith caly 7 ships had been plesed at
our ateposal.

Thus for Ootober and w to Hovesber 24ch, there had been
Sranted to u a total of caly twelve vessels instead of
forty-one ss promtsed. It is wderstood that twelve shipe
©0uld not fULF111 the requiremsats for delivery of sargo
fro the Untted States to the Gaion of Soviet Sestalist
Republics in acecrdanse vith the Ostober progres.

Ve eite belov aa exsmple to fllustrete the seriows sitw-
t1en whish exists vith referense to deliveries of material and
Other eargo from the Uaited States to the Datom of Soviet
Sostalist Repules.

By Novesber 2ith caly the folloving part of the quaatity

‘Planned
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Slanned for delivery in Oetober had been astually shippeds
‘Trusks 37.6%
Beout ears 27028

As to the November progrem for delivery of goods from
the United States to the Union of Soviet Sosialist Republies,
1t 1s nesessary to state that delivery has not eommenced as yet.

In order to fasilitate the shipments of military swplies
‘and other cargoes which are wrgently required by the U.S.3.R.
we are ready to deliver monthly some of the cargoes through the
Persian Qulf, such ss airplanes DB7, 2,000 military trusks,
leather, shoes, part of sugar shipments, and other cargoes. Ve
are providing for shipment to Avehangsl of all kinds of arme-
ments and other cargo of military importance, rev materisls,
ehemteals, tolwsl, THT, and so forth.

In order to ship all the cargo whish is in ports nov and
whieh 1s to be transported to ports in ascordance with the
Ootober, November, and December schedules ve need 96 ships by
January 1, 1942. 63 of these ships vill go to Arehangel, 21 to
‘the Persisn Oulf, snd 13 to Viadivostok. To relieve the tense
situstion 1n ehipping 5o less than 30 ships are needed by
December 1, 1981,

A5 ean be cbeerved from the foregoing, the situstion
Pertataing to shipmeats from the Taited States to the Uaton of
Soviet 3oeialist Republics is most critical. Therefore every-
thing possible should be to remedy this situation, so that
%o ensure the fulfilment of the established progres of moathly
daliveries of vital var materials and armement from the Uaited
States to the Soviet Gaica.

Esbassy of the Union of Soviet Sosialist Republiss
Novesber 25, 1941 Vashington, D.C.
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I presune Anbassador Hu Shih has given you a copy of my
telegram yosterday. Please convey contents of the-message to
Seorstariss Knox and Stisson immediately.

Please explain to them the gravity of the situation, If
America should relax the economic blocHade and freezing of Japmese
assets, or even if reports that the United States is considering this
should gain currency, the morale of our troops will be. sorely shaken.
During the past two fionths the Japanese propagenda have sproad the
belief thet in November an agreement Will be successfully reached
with the United States. They have even come to a silent but none
the less definite uhdax'standing with the doubtful elements in our
country. If, therefore, there is smy relaxation of the embargo or
freezing regulations, or if a belief of that gains ground, then the
Chinese yecgle would consider that China has been complete:
sacrificed by the United States. The morale of the entire people
will collapse and cvery Asiatic nation wiil lose faith, and indeed
suffer such a shock in their faith in democrecy that a mést tragic
epoch in the world will be opened. The Chinese army will collapse,
and the Jepansse will be enabled fo oarry through their pluns, by
that even 1f in the future Americe would come to our rescue the
situetion would be already hopeless. Such a loss would not be to
Chine alone.

TWe could therefore only request the United States Government
to be uncompromising, and announce that if the withdrawal of
Japanese armies from China is not settled, the question of relaxing
of the embargo or freezing could not be considered. ' If, on the other
hand, the American attitude remsins nebulous Japanese propagands
will'daily perforn its fell purpose so thet at no cost.to them

this propsganda will effect the breakdown of our résistance. Our
more then four years of struggle with the loss of countless lives
and sscrifices and devastation unparalleled in history would have
een in vain. The cortain collapse of our resistance will be an
unparelleled catastrophe to tha world, and I do not indeed know

how history in future will record this episode.
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Novenber 27, 1941

T. V. Soong called on me this efternoon end
told me about his conversation with the President. It
o rather hard to dictate it because Soong dian't seem to
Bs too clear on it. kiy way T didn't got too olesr
ploture fron what he told mb. Fowevers it asems the Presi-
dent presented the facts T R following manner.

The reason that they were giving to the Jupanese
& nenorandun which they called Modus Vivendi was beceuse
of the United States' concern avout the Burma Road, end
they were so enxious to keep that open. Furthermore, the
President said he thought Chisng Kei-shek was mich too
excited, Furthernore, Hull said the Chief of Staff of the
Army end the Chief of Naval Operations said they desperately
needed three to six months to get ready in the Philippines.
Soong seys he knons Trom o very reliable source that Enis
is ot tru

Soong told the President that if it was left to
n as to whether the Japemese should get oil, embargo

s ween the
United Stetes and Japan, end they would take their chances
on the Burma Road.

The President at the meeting yesterday with Hu Shih
and Soong told then that he had information the Japanese
sere moving thisty of forty thousand troops somewiere just
north of Shanghai., He said he th
the men, ave op the boats, The President said that to do
such a thing in the midst of the conference is & definite
breach.

Soosg oaid he pressed the President pretty h
end the President may have become anno; 25034 nin
not to morry, end that T was sure_in his Nbistin Eeditian:
gons Soong was Fight, and he wouldn't hold anything against
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To go back to last Saturday when Hull met with
the four countriss knomn es 4. B. C..and D. (Rustralls,
Eritein, China, and Dutch), it seens that Hu Shin
the teotical nisteke of not turning down the odus
Viveral on the spots, He trled to bargain with them ss to
how many troops should be left in Indo-China.

On onday, T gether thet at lesst Halifax saw
Hull again, and whon he. told Hull thet he hedn't heard ¢
Churchill, Hull was very much annoyed end told him that Ha
very embsrrassing because this was a great crisis.

T understand that they hoard from Churchill either
yesterday or today, wnd that Churchil] was opposed to
so-called lodus Vivenai, wes absolutely opposed to civing
the Jepanese any oil, and objected to other parts of the
Sheangomente. Mot fuportant of all, Churehill said that
ho conldn't agres to this Nodus Vivehdi on account of wha
it would do to the morale of the Chinese troops.

near s 1 can make out three things happened
yesterdny. (1) The Pres)dent san Chieng Kei-shek's memo
v the first time; (2) Information was received
Japenese wers movxng troaps' and (8) Churchill objected %o
the Nodus Vivendi. last night Soong had a call from
Stanley Hornbeck who T8 Lin' oy hod not Feard from the
A.B.C.D. powers, but they hed presented a memo to
Japimess. It vas not the lodus Vivenid memo but euy *which
Taaniarexaned /oo Cinatany! in)cass ke L tedictacan
was resdy to break off with Japan, and they hadn't shown
Tt to to. then beeause they folt oonfident that the A.B.C.D.
owers would sgree to it. This memo contained no economic
Factors but wes more s question of 16 or 18 points.

The President also told the Chinese yesterday that
for the first time yesterday the Japanese learned about the
large nunber of four-engine bombers in the Philippines.

(T can't believe this because they have been there for a long
time and you entt bring in s four-engine bouber and not have
the Japenese in the Philippines know abou
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Soong feels that the matter is taking a definite
turn for the better as far as their co

prepared &

o on but now
that the thing seemed

told Soong that if things got worse, he should please
let me Inow.
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THE SECRETARY OF THE TREASURY

mead el
Ky dear Kr. President:
gravity of the situation is my only excuse
for writing to Jou en the mbject uppermost tn your

ine. We are both of us keenly awsrs -
ey ountry and the wrld are -- that the

ever their natwre, will have world-shaking conse-

I an convince our many tines ox-
stand againgt appoasenent is as firm as ever
' that there. shail
e Cemtluat ol r 0 L0x oo e daeply
P I T R B s B

direction of the negotiations.

sl o a3 L lenastis lanauaey) gire
yhat seams to me'a dangerous pio

A S e R A B
R e A e B S R
in'ny deduotions &s S0 NG is. being oontenplated,
but the sitiation is so cruolal that I dare not xé-
frain from speaking my mind

It 1s because of your forthright and unyielding

stand, 1t is because you are the one statesman wnose

record has never been besmirched by even a trace of
ates h

and supreme position in world affairs today.. Not
the potential power of our great country, but your
record, Nr. President, has placed the United States
and you, its titular head and spokesman, in a pos:
n to exercise the leading force which will bring
ultimate victory over aggression and fasclsm.

kro Prosident, T want to explain 1 1eagias
as strong as I y Teeling that the need
1e for ibun rivmnons,

eems to the Ane:
Test of the world, to be & retreat, no matter how
temporary, from our increasingly clear policy of
opposition to aggressors, will be viewed as consistent
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yith the position of our Govermment or with the
p that you have established. Certainly
st D e TR R e O people
in China who have been carrying on their fight
for four long, hard years against Japanese a
slon 13 of no less concern to us and to the world
than

China. No matter what explanation is offered to
the public of a "truce" with Jepan the Anerisan
pocple, the Oninese pecple, and the oppressed
Deoples of Europe, 48 wel: 0se
Eritain et in haisia who are itk us in tile  fient,
will regard it as a confession of Americen weak:
ness, and vacillation. How else can the world
possibly interpret a relaxation of the economic
ressure which you have so painstakingly built up
of

1s inescapable.

The continuation and further intensification

our e essure against Japan 2
fhe Tignt of all the opinions I have soundedout,
to be the touchstone pledge to China and the

World that the United States wiil oppose Japanese
aggression in.the Pacific

a3es of mations el pecgles ave
et el pronise of a better life.
THuts, San he' b Aipigbuus o wiviay key wtitRdiive
a promise of temporary peace may seem to some that

tor our long assoclation, I need not tell
S b e written in’any doubt of your
objectives, but I feel and fear tnat if the people,
our people; and all the oppressed peopls of the
interpret your move as an appeasement of re-
Ez‘essxvu forces, as a move that savors strongly of
selling out China" for a temporary respite, a ter-
ridle blow will have been struck against those very
objetives, You have a supreme ‘ARt 0 play in
world aff m At hmiiay Gk s bt e,
R O e only ir you retatn
pecplets confidence in your courage &nd stegdfa i
B e a® e fans of casbesston, e51 1n ms
e ‘blandi shmen ¢ of tanporary advantages.
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’
December 1, 1941

The Secretary called the President at 2:20 p.
The following is Mr. Morgenthau's end of the conv
tion:

"Hello! How are you? You had a short trip.

The reason I am bothering you is that I had an
appointment with Cordell hwll, but he went home sick.
L wonder i you conld pive me s tip as to whether T
should po ahasd with my $14 billich Financing t
eck. ' T.am planning To ratse §13 billion on Thursday.’

You think it is all right?

You think it may be worse next week?

Could I check with you again on Wednesday?

How did you find Missy?

A little better."

The President said that I should po shead. e
said " cannot puarentee anything. It ie all in the
laps of the Gods," but he said it is apt to be worse
next week then this week.

e estticicy



December 3, 1941

w the President of the United States
other

e
noe tarling was
1T T 1Eht a0k he wes sabinfiod WEOE Bin oo shat Job.

howed the President the ohart which George Hass

ry pays? Lef
sey, for example, o destroyer or battlesnip ls being built.
Just how long & apses from the time the Yard certi-
Ties that e gertain mmcent o & Ship 15 Finianed matis

they get a cheok?"

0n the Japenese question, the President sail be
had the Jepenese running sround like a lot of wet hens
after he asked them the question as to why they were send-

eryth:
Dgsatble o keep the United States from gotting o at this

%ine or ‘at 1east unttls s Tapaness oan &
Their troops Iato whatever pesteion they went

ma the President in excellent He told me
Waloh 1o Tull of human iRger He feid tnat
the desuroyer VhAh Trankiin 1o on weabbed mosess. vieh

royer-at night end damaged each other. I
was somewhers 1. the South Ableweie. The ident said
PR ok eRilay Stptoriseas lin wes deck officer

whe
Tolier T gave whon I Found out the both
on the bridges when this happencd, and so the Tesponsi-




Dbility could not be

bridge at the time.
father first even !
tates.

t Bob 1

broueh
ieemed more pleased
pleased over enybod

Frazklin's even though he was on the
w In other words, the President
nough he 15 President e Gaited

o

e the Prestamt, and he real
e Preelaent

(S Long oime.

SRR RESRRRRRRE

Preme e
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Decenber 7, 1941
Jr spoke to the President ot epproximately,6:40
Uiy g ot following is their conversation:
The President: Hello, Henry. Cabinet at 8:30.
B Jr: Yes, sir.

I have some orders which we ere getting out. I
cleared all of them with Welles.

The President: Fine.
Hi Jr: We sre freezing all Japanese funds.
The President: Yes.

Bl Jes W are not going to lot any Japanese leave the
country oF £o Garry on any commmication:

{ The President: I see.
HM Jr: Well, our responsibility is the border.
The President: TYes, yes. That's right.
IM Jrs hnd we're putting people into all the Japanese
besks end DUsTness houses tonight and we're not golng to
the Japanese get in there at .
The President: That's good.

B Jr: Now the other thing I would like - Chief Wilson
and Gaston are here.

The President: Yes.

Ve would 1ike Pernisaion to put a detell of
soliters SThE Thite House grounds

The President: Well, wait just a second. Steve Early
said soneﬂr—b—rmg about that. (Slight pause while President talks

P i)
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Prosident: Toll, the thing hes been suggeoted by
the War DRpSTPROSTRET Hontt Sk Ty idea is

Suppose you get some sadisiensl White Hose s

1M Jr: We've done that. Ve've already doubled the
guard forces

The Presxdent You've doubled the gurrd. That's all
you need You heve,ano about. every hindred feot
Sround the fence, it's all ¥

1 Jr: -But you think that's enough?

The Presi

That's fine.
M Jr: Well, the guards heve already been doubled.

e President: Vhat you could do is this: Block off  ©
both Exocubive dome T othos words, the one on the Eest

th jest. Put up barricades between the White
Hensa and the ensurv and also on the one between the
White House and State Department.

5
o
s
§g

HM Jr: We will do that tonight. All right, sir.
(End of conversation with the President.)
HY Jr: He said Steve Early had suggested it but he said
we should close the traffic on both Executive Avenues.

(Kbove conversation is included as part of the
meeting held in HM Jr's office at 6:35 on 12/7/41)
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December 11, 1641

Jr called Miss Tully at 10:30 this morning, and
the tallol].ng is HM Jr's end of the conversation:

Jr; 1 would like very mich fo ses the President
Toris TN RIitay oot R

y sre shead of me, but I have eI n
Doughton for lunch, and I would like to see h h-foz-e that.
Te1f hia there is nathinf unplesent, but that I w
little guidence, end I will not take very long.

Have you noticed how much better the White House
rounds are protected? I was sick about it on Monday,
gut I feel better about it now.



HM.Jr:

r-ll-¥ L
1041

I told the President uhout lagt, nights
tax meeting, showed hin the list of the
people that wero Gore, i L e apatls

that ws postporie doing enything about
a tax bill wntil the middle of January.

The President said somebody had given
on Ldea that when ve pay sontractors for
Government urchases, tat possitly vo pey
then part s Boney in

e o cipation Notes.

Please give thil suggestion to Paul and
Eullivg 3 5 rom the President to
e



December 12, 1941

I gave the Prestdent Loley the letter from
Lauch He said he knew about it and turned
it o;;; to z\n ntnrnq don r:l o President sald

ready tnve , but the ,
Agtorney Thenerey hante to know anything about
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Deceber 11, 19.1.

Dear Mr. Secretary:

You may be interested in the attached Teport
on & meeting T attended last night.

Waat, T perhaps should have added 1s that too
many of the business men present are still figiting
the wrons eneay — the New Deal, labor, and, obliquely,
the President.

Stncerely yours,
(S1zned) Lauchlin Currie

Honorable Henry Morgenthau, Jr., e
Secretary of the Treasury,
Washington, D. C.
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Deceater 11, 1941
MPMORANGUM FOR T PRESTOENT:

Ret £ war informtion by Louls Johnson,

5y May end I flew up to New York last evening to attend a

1. T adviced hin stronely not to. When St came

to Me turn to apeakc T a3 it ko S e f-the-record
ting he would comunicate to them wifft
Tashington toa duy befores. b memenen Tolloing atlegationst

1. Our losses were three battleships and seven cruisers.

d up by fndnbs and the et Virgtaia vas
et ol

3. Out of sixty PEY's, only two were left.
4. The Japs came in after the completion of the dawn patrol.
5. Two Geraan battleships were with the Japs.

6. merican boubers flying to Havaii were shot down over the ricld,
since they tad recso in their fune. nstend of morert

Naval supreaacy had pa:

ed to the Japs.

was followed imnediately by a Dr. Stalper, former
Bleen el e completely a.:mm

in
ort, with theix Axls foes. He even sugfestod that we had backed
the wrong horse in the Far East and that we should have strung along
with Japan,

ery hot under the collar and went after thea both hard
Sor thaks datosstnny o Pt o 1n particular of what
you had said about the dissemination of storics giving sesistance
%o the enemy. He retorted that this was a closed meeting and it
peaple had ¢ right to know, and went on to intinate thet sn tnport-

ant portion of the German air fleet was now operating in Japan,

view of this performance I feel thst something should be

et provent Johnson's Eerhr e s e the
War Depa

(Stimed) Lavehlin Curete

i
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December 12, 1941

I gave the Prosident the List that Harold Oraves
gavo ms showing how meh sach district had tumed in
fense Savings ia'

own i the attached toker 1t

conference,

e i 5y



SALE OF BOMDS AND STAMPS

frem Tartous silie
Post Offi

1isted. reports
Erote i A

BOND SALES (X, F AND 0)

Banks**
Last Week This Week () %
m_m; Mon, Tyes, Wed, Insresse Inoresse
Boston, $202,7; 80,425 1
rnm-uo R x. 2) zso “‘0.11; WH 175 I:}
New York, H. T. 1.139.425 97,728 151
N, , 875 109,925 A1
205,975 ug 775 123
500,300 125
4012 101
’8.5“ . 19
+100 5 112
105,800 U. 88
1, l:o ”! 950 l:’
5 5
,025
dese i
TOTAL BANKS . 32,474,293 95,592,759 3,118,466 126
**These are totals for Tepresentative banks
Post Offices
. 888,65 lm 837.. 50 92
wEEE CWEE g
Snie 13579540 7,537. 31,742.04
$852,824,.88 41,510,100,00 657,275,277

prelintaary report. It iaeludes baak  roperts
but doe: 1nelude all banks in eities
Taolude a11 post ofrices i

046

$3,327,117.88  $7,102,859.00 $3,775,741.12 113
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*This Mgh pereantase -n-u:‘-rnmnum L A
start, in u’ oities 8 newspapers partieipating.
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RBMARKS

Ohicago - Federal Reserve Bank wires as follows:
"Ghicago, Detroit, Milwaukee and Indiamapolis all report
substantial sales of Defense Bonds as compared with amy
previous period. The increase in larger benks ranges from
seventy to five hundred per oent. Ve have been swamped with
requests of issuing agents for more bonds from all seetions
of district, many telephoning us to rush shipment. First
National Bank, Chisago - this their record Terre Heute

reports post office entirely sold out.
Federal Reserve Bank of New York reports demands have

1ne; at least 800 or even 1000 per cemt.

Administrator for Homolulu wires bond sales increased

ten times.
Pittsburgh Postmaster reports that on Monday newspepers
purchased 700,000 or $70,000 worth of Stamps. These sre
for newspaper csrrier boys for delivery to sustomers.
Retail stores pledge sale of $1,000,000,000 worth of
Bonds and Stamps for 19A2. The larger stores will permit
customers to buy Bonds

nd Stamps on cherge socoounts. New
York department stores have alresdy inaugurated plas.
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Sale of Bonds and Stexps inereased slightly on Nonday,
insTessed more on Tuestay, and mush mere oa Wedsesday.
Indieations are that Tursday's figure will be still
€reater. Continued insrease 1s expected.

sossane

It 1s reasonable to assume that the laerease of 113
POF 0ent on sale of Bonds (thres days this week compared to
three days last week) will certaialy prevail for meay moaths,
A mioh greater increase can be anticipated as the planned
intensified sales campaign gets under way.

Applying this 113 per cemt inerease on & monthly basis,
nunum-unuynm;ntm—lum(ﬁ-
December on indefinitely) will reash $497,000,000.

This figure 1s arrived by taking the November sales
{4233,000,000) as « basts, and appiying persentage tacrease
of 113 per oent.
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AdpaeestVRLT B

WD IAPETES 07 THIS GOSNTRYE DNTRARCE. INTO THE VAR, SAMSS
szemitiss, 2OUDS ANND STANPS, SXY-

ROCKETED BARLY THS VERX, RILAYED To
mmmnmm‘
SITINST 50N SALES FOR THE FIAST THASE DAYS OF THIS VEEK THROSGK
CHMIIREIAL BANKS AWOWNTED To 93,592,000, CONPARED VITR SALES OF
2,474,000 768 THE CORRESPONDING THRAE DAYS OF THE PREVIOUS VETK, AN
TACAEASE OF 12¢ PER CENT.
uumnmmuu-:wnmmmmmuu 3
AND DIFENST STANP SAUES TAGN POST OFTICES VERE WP 33 PER CENT, ACCORDING
u_Anmun-mmm--nm Leknty: Bl
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Present:

M. Jr:
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Decenber 19, 1941

M. Foley
Mirs. Klotz

The last thing that I said to the President
this morning was, "I thought you would be
interested to know that the Attorney General,
Gronley, Foloy, and I had lunch together last

Satur We came to an agreement on the
alion proper s0 the Presi-
dent said,
Executive all ready for me to sign,"

and I ma, 'l!o, I don't think so." T said,
e agreed that we would continue this com:
wigtoq with the excoption that Crowley would
subatitute) for Shee, and _then continue the

have and that if and when they felt

Thrt s Tusiness should be teken over, that
it would then be turned over to Crowle
I said, "Everybody agreed to this el
day," and he said, "There is no Executive
Order?" I said, 'Not until we have tried

5 Pt

e
said, "It sounds fine to me." T seid, "Of
course a preat deal of this work depends upon
working with the banks,end the Treasury organi-
zation has done o swell job, and we hed the
conneotions." So the President seid, "It
counds all right." I said, "The trouble i,
this time it is some of the bright yo

n the Department of Justice ﬂmt aren’ SAtX!-
Tlod, and they want wor power, ' and he lauhed

and he seemed to enjoy t dovn the
e e o Biesiicat, eun Hopking  jatned
e as the recident Toft, I coulda't nelp
but overhear opkine sey to the President,

es just celled me up about the

alien property oustodianship.
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December 26, 1941

The President evidently talked last night until
one o'clock with Beaverbrool in perines juotion mat-
ters. The President said tln h frankly he was
uhlmeﬂ that on certain of tems we nre no

arl; in
Rt ‘producing. Ho”ated he, bas gai’ng to eppro
the subjeot this afternoon from the point of view of
the country could produce rather than setting quotas.
The President seid thet at his meeting which rould take
lace immediately after Cobinets e meud Like to have
essie Jones sit in with ﬂm as the question of e

sion of plants would oame For auno. ressen or oiher,
usting Jeo Jtuia Jonos this afternoon.

o
I believe that Jones rook,
}ust ocourred to me that posnhly Bebvectronk 1a pushing

ones into the pioture.
The Prasident wment on to talk sbout the matter
he said he wasn't satis: the Aray and Me '8 lypro-ch

which didn't seem to ple st end T don't blame
him. After thinking about the Bacter while the President

was telking, I finally said, "Well, Mr. President, if you
Feally want't

o got production you will have to Eo
etup with the suthority divided between

your OPY,
IOt Naye® "The President said, "Well, T think the e
s working muoh better," but, fo a7 m., e neither.
jumed on me nor did ke take’ the very seriously.
et Seust T b-ﬂj.hr tiataction ot g.mng t off

my chest.

From the emount of time the President sl ent on
I gather it is worrying him considerably, 1 thh\k that
Beaverbrook must have given him the works Tost night.

\
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December 30, 1941

m the President this morning with Harold Smith.

Harold Smlth having been up to New York for three days,
was not prepared; neither wes the President, and he was
only thiRking in terns of his anmun: medsacs. rechew thm
his budget message. I made the suggestion that he t;
to got the coumtry on s oslendar yoar besis rather i

{lsoal your, which would meen that he would only have to
estimate hid expenditures for the lest six montns of 1645,
The President said he thought that putting a new wrinkle
in it would sort of upast the people, but he suggested
that ss a compromise s stinate for the fuil
Fiscal yoar but only ask for enough monsy for the first
six months. I said that would be all right.

e we were with him, the President received the
plans for a tentative victory program from Secreta:
Stinsen, in which Stinson sald he oould only givs the
President the final f hout the first of March.
This annoyed the Pre remember that
Stinson £o1d me he mas suppossd £o ng. hhn this progran
gither on December 8th or llth. Also while we were thore,
Beaverbrook's memo came in, it was qum evident fron the
fon figures the President road that in nany instances Englana
is producing as many tenks end planes as we hoped to, mot-
mithetanding the fact that we have 130,000,000 peop1s against
their 40,005, 00

Horold Snith told the President that it was his opinion,
besed on information from OPM, that the country could only
produce $55,000,000,000 of wap supplies, un this is vhere
1 begen to butt’in.’ T said, "You kuow, Mr. President” -
snd T put it on the other {eo‘plc Tatho than on hinself -
"OPY and the War Department have been giving ng you an upper
i R Oy produe and, therofore, they h

otten you in the position where you have to gits en upper

Bluit rither than saying that you want so tunks en
Lenes, oc.? I Shink the igure tho President

Hentioned was 45,000 tanks snd_ 7,000 s sirplencs u year.

T ssid, "It seems that you could et the Tigure el "then 1

an confident that the country will rise to it."
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‘ it

I then gave the President the attached sheet on
Wer and Nevy Department supply contraste, and I pointed
out £0 hin Thet sxolusive o rucks,
industry only had $218,000,000 of war ordérs iz existing
plents,” and that these existing plants we e to
out $8,500,000,000 worth of sutomobiless

Then T told hin the whole Dodge story, with munerous
breaks about the shop stewsrds coning in 15 me snd, to my
anagement, he didn't know what they were; rerther 4181
until T went out to Detroit three months ago. I also got
over to him the fact that there are onl: four-engine
bombers soheduled, and we_can only resch that schedule in
June, 1943, and when 1 talked to Lovett he sa1d they mere
going to ofder another 500, meking a total of o thousend

and they would only reach that late in 1943. I showed him
how the’ schedule was constantly coming down on the four-
engine bomber.

Then we came to the taxes, and Harold Smith said that
they wanted $10,000,000 taxes, and that the Budget was in

P

an

lenged hin on that, and n-
are in agrosment with us t o

with Paul, and he said that u

Truth and’that he (Peul) hed duﬂmtcly told the p'vple

over in Budget that we were opposed to it.

There was & lot of talk, and then I said that exclusive

of social security end exelu-m of the viotory progrem,
and based on_the infornation we now have, we have asked fof
an_additionsl $5, ! . I gave hin this

aid, "That's perfect. That puts it simply - the way th

“people om undorstend it, and L want, to o' it xactd

That's good," from the figures on this slip,

1d that the incruuud deficit vmuld be $18,

d, "Taking a rule of thumb we will ask for h-ix ni

that in’inoressed taxes, nemely, $9,000,

Hhatiuelos o e atarrd tyebhaniibie\Eass meTL Rl
T said, "Does that include what you expect to spend’
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furing the fisgal Fear for your victory prograne” end
sala, LD Tigns G that basis, I
i goal .1o m-uu {4 18 hait wey between what we
e Budget wanted:  As  matter of fact,
b Gy e than that because
,000 was_exolusive of socisl security and the
victory program. I have asked Mr. Bell to cheok with the
Direstor of ‘the Budget to find out how the President ar-
Tived at the 816, 000,000 incresse in the doficit.
Th sident s **T think the thing to say is that
e are f"’“f for
national defens:

pond. i orfoun et L)

e thing that pleases me is that in the afternoon
at his Emu conference the President prectically repested
e of our conversation, I feel that
change his attitude, namely, that he is going fo ss
Berk for natlonal dofense, ind whosver is in charge f aug

e good, rather than his fomer attituds

s gotng to ha
st the Tast Clbinﬂ: moeti;

nzie King was there (see item
dated April 20, 141 in President's bogk)s
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+
A KATY DEPANTLIRT SUPPLY COMTRACES + PLACED WITH
DHIRTESN YAIOR #+ VEICLS SOPIES 41 WETR DIVISIONS
o
7o 34 Prodioed T = Mllions of  Poroent of
. Dorlars ol
411 Contrus
Govermment-Financed New Plants 11006 P
Govornasnt-Fiaaaced lodified Plents o
Othes Plante 2 Tou]
Flante 24037 617
ot 2168
¥ All Contracts Excopt lotor Vehicles Other Than Tanks
)
Govormment-Finansed tew Plants 1,180, 5
Government-Finanoced Modified Plants ‘219.7 13.5
Otter Plants ayisling
TomL 1em2 100.0

+ Inoludes contracts of $50,000 and over awarded or approved by 0.Fulis for
award, June 1, 140 through October 15, 1941 G

++ other motor vehisle companies held & total of about 470 mil1ion of supply
ontracts awarded or a pproved as of Qctobe:

il o
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(The above is what HM Jr_took to the
President to post himself)




December 30, 1942

tor the mesting on taxes, I said to the Presi-
ent, "w heart bleeds for you that’you have to be fussing
with’these production problems when you ought to be congen-
grating on how to win the war." Then the Presid
¥Let me toll you what I an going to o golng to
rpoint Harry Hugkim to hasdle rmsﬁn

alstribution of Jimy Byrnes to handle hgs-lmon

he Hill, ow keep your shirt on on the next ome -

Ventesl wulkx-, Bil1 Dovglas and you ss a trio to do
the produstion {hing. 1 aa not going to give it to one

2an oy the newspapors want §t. It 1d too big o iob-
1 would ot Let you give up the Tressury
The Prestaent then sald, "What Sbout. 1tE%

I replied, "I think thh\g 'oul Iork. He said,
"Give me a name for
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