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THE WHITE HOUSE
' WASHINGTON

December 4, 1939.

This turned out to be, as you intimated,
a highly complicated matter. I sat in on two
lmg!runury—hrmuorzntnmﬂm
conferences end interviewed Colomel Furns and
Admirsl Purlong, A progress report is attached
indicating various possible solutions and
gertein pertinent considerations I have come
ACTOBB.

My main conclusions are (1) that adequate
remedies are aveilable under present laws and
procedures, (2) thet Army and Navy procurement
officials should be made thoroughly acquainted
with these remedies, and (3) that recourse
should not be had to special Congressional
action.
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To date I have come across five possible ways of handling the
problem:

This might result in serious losses of revemue, in giving cer-
tain favored concerns competitive advantages in bidding efter the
plant has been written off, in great pressure on the Treasury, and the
Treasury has some question whether it can legally make an irrevocabls
closing agreement.

The Treasury contends, I believe, that it has no factual basis
at this time for determining more fevorable sllowances for obsoles-
cence. It also fears future political repercussions should it make
a mistake in allowing too gemerous treatment.

This might introduce s whole new source of frictions. Much of
the equipment would be immovable and would become merged with privately-
owned equipment. The problems of "policing”, determining rental rates,
insuring proper maintenance, etc., would be formidable, I believe new
legislatidn would be required,

This would have the merit of postponing deelslons until & more
reasonable basis for decisions can be reached. It is, however, a bit
messy and expensive for companies, It would be the way out for com-
panies if nothing else is done.

This can be extended by mutual consent of the companies end the
Commlissioner. This means that while companies would only eleim normal
obsolescence now they have the opportunity of securing what would be
in effeet retroactive readjustment of obsolescence allowances should
they later appear justified. This closely resembles current British



Obsolescence Allowances - December 4, 1939,

practice. The muin objection is that taxpayers do not like to rely
on refunds, and all refunds above §75,000 are subject to examina-
tion and comment by the Joint Committee on Internmal Revenue,

Coneclusion,

Adequate guarantees against loss from abnormal obsolescence
appear avallable under present laws and procedures. I think it
might be desirable for officials in the Treasury and Bureau of
Internal Revenue to meet with,and explain in detail to,the officers
in charge of Army and Navy procurement the possibilities under exist-
ing laws and procedures. I would be a little fearful of requesting
eny speclal Congresslonal action as the matter is highly technical
and a lot of money for particular interests is involved.

l. Excessive obsolescence allowances would later place a fortu-
nate company in & highly advantageous competitive position for govern-
ment bids or for foreign business., As profits, under the Vinson-
Trammel Act, are calculated on total costs, the higher the obsolescence,
the greater the amount of profits permitted.

2. It would be difficult to justify special treatment under the
Inecome Tax Statute for paw construction as distinguished from exist-
Ang plant which might also become suddenly obsolete.

3. Apart from a possible few instances, no particular actiom
appears necessary to call forth adequate armament capacity.

4s Bethlehem Steel wants a fifty percent obsolescence allowance
on armor plate equipment recently and currently being installed. How-
ever, the authorized naval program will insure full oapacity opera-
tions for the entire industry through 1942. I was told that plens for
super-crulsers approved by you would extend this through 1543. More-
over, & replacement program designed to maintain the Havy at peak
efficiency thereafter would call for steady operations at two-thirds
of capacity for' the entire industry.

5+ There appears to be little enthusiasm among the Army and
Navy people I saw for an expansion of the capacity of government
arsenals and yards despite the evidence (Munitions Committee Hearings
and Report) of greater economy in government yards. In these hear
ings the I.C.C. Bureau of Valuation submitted estimates to the effect
that it would cost less than $24 million to equip government navy
yards for an gnnual capacity of tem destroyers, three submarines, one
light crulser, one heavy cruiser, one aireraft carrier and one battle-

ship. (Page 12054).
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THE ASSISTANT SECRETARY OF THE NAVY
WASHINGTON

5 December 1939

In reply to your memorandum of December 4 reminding me of a re—

the heavy concentration of orders in a single quarter might well
cause prices to rise.

Efficient and economlic ship construction is, as you know, based
upon the manufacture and delivery of steel plates and other
materials at the time required to meet the preplamnsd building
schedules. To delay steel deliveries would disrupt the mill
schedules and possibly cause some lay off of labor in the heavy
industries. Much of our steel requirements are already under
contract and covered by mill orders as much as a year ahead.

The Government has been faced with difficulty in securing its
armor plate requirements due to lack of capacity of plants equipped
to mamufacture armor. Amy interruption to present scheduled
manufacture would seem most undesirable in our "speed-up program"
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THE TOWN HALL, NEW YORK
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THE NATIONAL BROADCASTING COMPANY
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Oxa of the earliest forces for political education and
action in America was the “meeting house” in which
every citizen had a voice in his government. “America's
Town Meeting of the Air" is the modern adaptation of
this idea, brought to Americans everywhere through the
instrumentality of radio. Wow in its fifth season, this
program is broadcast in tion with the Natiosar
Broapcasting CoMmpany the Tows Havrr, New
York, on Thursday evenings from g:30 to 10:40 £5.T.,
over the Blue Network.

As a resule, th:;rcmeMuﬁnglimning-dm
sion groups in homes, community centers, libraries,
schools, churches, and wherever citizens gather, Town
Hall has set up an Advisory Service which supplies
hundreds of these groups in all states with
background materials in advance of each Indi-
viduals interested in keeping abreast of vi problems
may enroll in the new course in Current Issues, offered
to adules at home through a combination of mail and
radio. Information about both services may be obtained
from Aovisory Semvice, Town Hall, 135 West 49rd
Street, New York, N, Y. .

Watch your local newspaper for weekly Town Meeting rubjects,
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i Heeling

Can Business and Government
Work Together Today?

Moderator Denrny:

00D EVENING, neighbors, If the shadow of war

clouds the discussion of our domestic problems in
these days, it is well for us to remember that if we are 1o
avoid a fate similar 1o Europe’s we must learn to make
democracy work within our own national boundaries
and resolve our disputes at the conference table where
justice rather than force is the criterion. “The strife of
opinions . . ." say Dr. and Mrs. Overstreet in their book,
Town Meeting Comes to Town, “has nothing in it of
the brute fight to overmaster and destroy, Such fighting,
having force as its criterion, is the way of barbarism.
For in it the loser only loses. The fight of ideas, on the
other hand, is the way of civilization, For in this fight,
he who loses, loses to truth and thereby wins, This kind
of fighting is good for everybody.” It is in a spirit of
highest patriotism that we present our discussion this
evening on the subject, “Can Business and Government
Work Together Today?”" In this symposium, four dis-



today. Our first speaker is Mr. Floyd B. Odlum, Pres
dent of the Atlas tion. Our second speaker is the
President of the New York Stock Exchange, Mr. William
MeC. Martin, Jr. The distinguished United States Sen-
ator from Ohio, the Honorable Robert Taft, will £
third speaker; and we will hear finally from Mr. Jero
Frank, returning to the Town Hall platform this year in
his capacity as Chairman of the Securities and Exchange
Commission, There will ‘be the usual questiohs from
members of our representative audience of more than
fifteen hundred people following the addresses, I now
take pleasure in presenting our first speaker, Mr. Floyd
Odlum.

Mr, Odlum:

I can offer myself as Exhibit A among living examples
of regulation of business by government. During the
past several years I have spent almost more time in
Washington dealing with government than in the head-
quarters of the company I serve. Because this company
has been locked upon by the Government at various
times in various roles and subject to conflicting laws,
I have developed a feeling of sympathy for the chame-
leon [ heard about, This chameleon was dropped on a
piece of Scotch plaid and burst apart trying to be all
colors at the same time. I have not burst yet. In fact, I'm
so far from bursting that I can answer tonight's question
with an emphatic "Yes." In giving that answer I don’t
want to be misundersiood. This has been no picnie
period. 1 have always favored individual initiative, op-
portunity, and freedom from restraint. For myself, 1
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don't like regulation at any time by anyone. But, as a
liberal businessman, I also try to be realistic and practi-
cal. I realize that regulation is a normal relationship be-
tween government and business, I try, therefore, 1o help
make it work smoothly and successfully,

My reason for saying that government and business
can work together is rooted in my simple philosophy of
business. It contains two points, One is that the eco-
nomic environment of our country is dynamic, not
static. The other is that business, 1o prosper, must accept
and adapt {sell to changing conditions. Even in my life-
time, business was operated on a very different basis
than it is today. This early period has been referred o
by some historians as the Public-Be-Damned Era. It has
been referred 1o by some of our living elders as “the
good old days.” Whether they were good or bad, they
are gone forever, No so-called reactionaries, however
much they may itch to wear the economic crowns of their
fathers, can bring those days back.

Meanwhile, what is it that characterizes this newera? It
ischaracterized both by technological and social changes. |
In technology we have seen the streamlined railroad
and airplane conguer distance, while the radio and tele-
phone have annihilated time. On the social side, the
aspiration level of the American people has been stead-
ily rising, Both of these changes are good for business.
Economically, the only way for the American people 1o
go is upward, Anything that adds to the determination
of the American people to go that way is a business asset.
To provide this more abundant life is the job of busi-
ness. All this adds up to mean that the businessman no |
longer lives unto himself nor is a law unto himself. It
also means that business and government, whether they
like it or not, are obliged to draw together in a closer
and closer relationship.

5



There can be no dispute as to whether there should be
reguhﬂannunmlyhuu:diﬂ'ﬂmdnpmhnu
to degree. On this there are two extreme schools of
thought. One believes there should be no control; that
we should return to the so-called good old days. The
other believes in complete regimentation of busines,
even to the point of government ownership and opera-
tion. Today's papers report a statement made at last
night's Congress of American Industry that America
must soon face the issue between a free competitive econ-
omy and government ownership. I don't believe it, Be-
tween these extremes lies the ideal, in my opinion.

There are those who try to tell us that our adminis-
trators in Washington are in the extremist group, desir-
ous of destroying private business operated for profit.
L have trod the inquisitorial halls of Washington for six
years and I have seen no real evidence that these men
are trying either to take profits out of private business
or to take democracy out of government. In this state-
ment I am not referring to a small frenzied fringe of
fanatics found in government and, let me add, in busi-
ness also, and by whose declarations nothing can be
judged. Government impact on business naturally
brings irritations. Furthermore, in the field of regula- £
tion we also have pioneering and, therefore, mistakes,

This seems to be the American way. But it is also the
American way to have an umpire. We may chase the
umphtnﬁlhcﬁddﬂh:mmpuﬁnnurmwd
inmking.nlhcrlhmmﬁwdng,nﬂu.!mmchpudm
hﬁuﬂumdnmuuxmmnlhﬂm“mpldq:mm
I'am satisfied that the great bulk of our administrators
and regulators today believe that the interests of govern-
mtmdbudnumhmdinhmd.:hnm&jmof
regulation is to help business, and that the proper object
uihmhlukmmlhpmﬁu.'lhﬂthulllobmpw

'——--___-—*—_—

ing evidence that regulators realize that to be good busi-
ness traffic cops they don’t have to—indeed, should not—
sit in the driver’s seat. Their function, rather, is to keep
the traffic lights operating, to arrest traffic violators when
practical but, above all, to keep the traffic moving as fast
as safety permits.

The question tonight involves not only the attitude of
government toward business, but equally the attitude
of business toward government.

It is the job of business not only to function under
regulation, but to keep regulation functioning. Business
on the defensive and openly critical perhaps has made
its own road harder than necessary. Business, by an
open-minded, friendly, coSperative approach, will find |
itselfl invited by government to sit at the conference
table while policies are discussed and rules formulated.
I know this from experience. Every other businessman
can have the same experience. It's important to be so
invited, for government must learn from business itself
concerning the practical problems of business. The re-
sults, I am sure, will be as welcome to government as
they will be helpful to business.

The thing that I worry about is not regulation or even
the degree thereol, I worry much more about the attacks
and counterattacks that have been going on between
certain elements in government and certain elements in
business these past depression years. The suspicion and
fear so created caused capital to go on strike. It is the big-
gest strike of our lifetime, the most drawn-out and the
most costly. Some say it is 2 lockout rather than a strike.
Most of the debatable and irritating questions dealing
with government and business have grown out of the
efforts of government to get private capital back o work.
But capital is scary; it can’t be driven, It must be coaxed.
Confidence is the best bait. Return of confidence, I be-

7




lieve, can be speeded if, among other things, business
and government will declare a moratorium on name-
calling and consequent suspicion-breeding. Yes, and if
reforming and crusading are geared in mesh with profis,
they will pay big dividends. I would like to say, both to
business and to government, “Meet a friend.”

Moderator Denny:

Thank you, Mr. Odlum. I now present our second
speaker, Mr, William McC, Martin, Jr., President of the

New York Stock Exchange,

Mr. Martin:

I am grateful for the opportunity to take part in this
discussion, because our entire national welfare depends
upon the afirmative answer to the question, "Can Busi-
ness and Government Work Together Today?" Present
world conditions are such that it is imperative that every
citizen do all in his power to make this answer *Yes."
Our government is one established by the consent of the
governed, not a government of coercion. There must be
something radically wrong indeed when antagonism
exists between government and business. Government is
not & success unless it is a friend of business, and business

y cannot exist without the help of government. They

)

| must be friends, and they will be friends if government
| sticks to government and business sticks to business,

| Our forefathers who created our Constitution were

1 desperately afraid of government. They came to America

because they objected to being told how to worship and

what they must do and must not do, And while they

knew that government was necessary, at the same time

they also knew from their own bitter experiences that

the tendency of government was to take to itself more

power at every opportunity. Hence they ereated our
8
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system of checks and balances. They felt that slow move-
ment was much safer than emergency movement, even
though results could be obtained more quickly by emer-
gency measures. Their wisdom is evident from what has
happened in Europe in the recent past,

It is rue that business has at times sought to influence
government to its own advantage and to the disadvan-
tage of the public. Thus, conditions sometimes arise
where, for the welfare of business itself and of the pub-
lic, it is necessary that regulatory powers be vested in
government. This is what brought into being the Secu-
rities and Exchange Commission, The New York Stock
Exchange has recognized that such a Commission per-
forms a useful function, and it has been and is our desire
to codiperate with it fully in the interest of the public.
That Commission's function, however, is regulating and
not operating,

It would be asking too much of human nature to ex-
pect that men could fashion such an instrument as the
Securities Exchange Act and do it in such a way that it
would be perfect at the first effore. There is no act thae I
know of that has ever reached that standard in its orig-
inal creation. And the reason often is that, as in the case
of the Securities and Exchange Commission, there were
flagrant derelictions that invited legislation. So great
was the emphasis upon these derelictions that the thou-
sands of honest and competent brokers were overlooked.
Just how much they were penalized, perhaps unwit-
tingly, could not have been known except from experi-
ence. The Securities and Exchange Commission, all of
us agree, serves a purpose, but the Commissioners them-
selves must more than once have had doubts in their
own minds as to whether some of the provisions of the
Act really remedy an evil, or work a hardship. The Secu-
rities Exchange Act is so new a law that it is certain to

9
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contain some defects, and it would seem that the Com-
mission, in the interest of the public, would be glad,
after five years of operation, to discuss with the ex-
changes of the country possible revisions in the direction
of an improved regulatory law.

| Any conflict between government and business must

| be an uneven one because government always has the

| advantage. But it is the public, remember, which suffers
most in such a conflict, Therefore, no greater service can
be rendered to the American people than to have groups
such as the Town Meeting of the Air discuss these ques-
tions openly and freely. My purpose, in the few minutes
at my disposal, is to get across a viewpoint rather than to
argue political or business science.

During the last seven years many new laws regulating
business have been passed. This was in accord with
changing times and conditions. Dishonest bankers, dis
bonest utility magnates, and dishonest brokers had
undermined the confidence of people in business, But 1
seriously question whether there is an informed man or
woman in this audience who really believes these iso-
lated examples were representative. The record shows
that government has had its share of dishonest men and
has made its share of mistakes,

Let me take this opportunity to say, as President of
the New Yark Stock Exchange, that I take great pride
immy present associates, I would have no hesitation in
matching the men of my community with those of any
other—and that includes government—when it comes to
the desire to do right and promote the public welfare.

The present management of the Exchange has ac-
cepted the Securities Exchange Act as the law of the
hnd.Ithumtdeﬂm:ﬁutmiﬂmlumﬂﬂ*
tianlndilslttﬁmlthnnﬂdﬂmlmphﬂm
ganization and has added so many additional rules in

the interest of the public thar it is difficult for even those
in our business to be readily familiar with all of them.
Study is being made of the possibility of ather improve-
ments, but it would seem the part of wisdom for the
Securities and Exchange Commission, in administering
the law, to credit the Exchange with good faith and not
to take the position that honest brokers must be bur-
dened with experimental restrictions which may, or may
not, be in the public interest. The securities business
badly needs an opportunity to catch its breath,

The morale of those in our business is low, The effi-
ciency of our market, which is essential to American
business, is threatened. We have the right to expect our
government to codperate with us to preserve our market,
to help ys keep the house from burning down and not to
heap fuel on the flames. 1f we are to continue to have an
efficient and serviceable market, and this is vital to the
country, it is imperative for us, and for the government
itself, to give more attention to ways and means of prop-
erly maintaining our operations. I would be less than
honest if I did not make these observations at this time.
The opportunity exists, in the relations between the
New York Stock Exchange and the Securities and Ex-
change Commission, for a practical test of the ability of
business and government to work together construc-
tively,

In’::ﬂn:'luﬁon, I would like to say that in my judgment
the greatest impediment to the successful codperation of
business and government today lies in the wide area
of discretionary power vested in administrators. I recog-
nize that emergencies sometimes arise which require
mmuﬂmthnd:.bmpmnmt:;ryllwhﬂuﬂ:;
51| to t by men, and it is important for |
WTMMWWMdem
gencies. Government and business can work together if

1
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government by consent is not permitted to become gov- gether.” It implies that businessmen share the blame for
ernment by coercion. the enmity which exists among them today against the
present Government. But the average businessman can-
Modarator Dewyt not have the slightest influence on the Government's
Thank you, Mr. Martin. And now we will hear from actions. He has to obey the laws and regulations. He has
our third speaker, the distinguished Republican United a hard enough time keeping his own head above water. |
States Senator from Ohio, the Honorable Robert T, He is seldom in a position to hurt anybody, least of all
his own employees, if he is completely let alone by the
Senator Teft: Government. On the other hand, the Government can
The title assigned this evening sounds much simpler l have a tremendous effect on him. Regulations which
than it is. It attempts to personify business and personify hig business can perhaps conform to are likely to de-
government as if each were one person. This is more stroy the business, or at least the profits of the average
true of the Government than of business, businessman. The relation ‘between government and
[ ButhusinﬂailnﬂimlndiﬁdLsILmdmtrpﬂk business depends more than 8o percent on the attitude
with one voice, Different businessmen do not have the of the Government, and less than g0 percent on the atti-
umzmln[iuumgmrunmml:kmnmmlryhhhe tude of business, probably less than 5 percent on the
pwmmdthepmplnmugudhuinmuhighuﬂlm attitude of the average small businessman.
and accept the attitude of big businessmen as if they If the question of the evening is purely abstract, of
represented the entire group, whereas their views and course business and government could work together,
their interests often are entirely different from those of They always have, before 1936, under both Republican
the small businessman, who is the average businessman. and Democratic administrations. There can't be much
Furthermare, large business is in a small minority. doubt that business and government ought to be friends.
There are aver 1,600,000 independent retail businesses, But if the question s not abstract, but relates to the
176,000 independent wholesale businesses, and nearly ; present Government as it is with its present philosophy,
170,000 independent manufacturing establishments, of the answer in my opinion is “No." I have traveled quite
which g8 percent employ less than goo men. So it is a extensively through a number of states and intensively
great mistake to put too much reliance on the views of wmtmﬂmlﬁnm“ydmfnmﬂdu}\
some individual big businessman. On the whole, I would of the businessmen, large and small, are against the
say he is more likely to be friendly to the Government, present Administration. It is hard to work together with
or at least more anxious to be thought to be, than the someone wha is unfriendly to you, and the truth is that
small businessman, the present Administration, however it may talk of
The title assigned this evening also assumes the un- breathing spells and business appeasement, is not, in the

sound premise that this imaginary individual known as last analysis, really friendly to the growth and develop-

business is on an equality with government and can in ment of private enterprise. There are a great many

some way colperate in a grand effort to “all boost to- whmnmm:whmtﬁzhﬁ
— 18




posed to the profit system and would like to see business
completely under government regulation. Government
is certainly not friendly to business when it goes into
bminmitul{.uinthnﬂhmdmyﬂhu‘m[ﬂ[:ﬂm
in competition with existing businesses, for it is abso-
lutely impossible for any individual business to compete
successfully with the Government. Gevernment is not
friendly 10 business if, by taxes like the undistributed-
profits tax, it deliberately attempts to prevent the saving
of money by corporate enterprises and the reinvestment
of that money in the extension of plant to build small
enterprises into large.

Secondly, business is unfriendly to t today
because it thoroughly disapproves dwmmmt
policies which the Government perhaps intends to be
Eriendly and helpful to business. The great bulk of
American businessmen are convinced that currency
manipulation, for instance, is dangerous. Certainly busi-
nessmen don't understand the Government's insistence
on retaining the emergency powers to devalue the dollar
further and issue §3.000,000,000 of greenbacks.

Businessmen today have come to oppose the whole
principle of regulating prices and wages, begun in the
NRA and carried through by numerous additional
agencies since the NRA was declared unconstitutional,
Today it has become apparent that the Government
can't Exrhnpdncocfhﬁcmmndiﬁu[nmindmﬂ
without fixing them in all, and cannot fix prices of basic
qummodiﬁuuﬂulthptepnradmﬁ:mundm
tices and every detail of operation. Businessmen of today
dhumt:hhwmmmtpeucybmuﬂ:qruﬂhm
in the end it is absolutely destructive of the entire busi-
ness system of individual enterprise and of uate re-
wards for thrift, industry, and ability, mm which
has made America what it is. They can't work together
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with a government which talks of business appeasement
but is still animated by a strong leaning to planned

economy.

Businessmen consider it impossible to work with a
government which still believes that a people can spend
itself into prosperity, and adds §10,000,000 every day to
the public debt which businessmen will have to pay off
sooner or later, They wouldn't work with an-
other businessman headed for the bankruptcy court and
they hesitate to work with a government headed in the
same direction,

There are other government policies which business
approves in principle, but where the Administration is
so unfriendly on the government side as o remave all
friendliness on the business side. The National dLabor
Relations Act, intended to assure the right of collective
bargaining, has been administered in a most unfriendly
way by a board, one of whom is a Communist sympa-
thizer, and all of whom are inspired by a crusading
spirit, not only against employers, but against the older
established unions, The Securities and Exchange Com-
mission seems to have gone beyond its Wise purpose of
preventing fraud in the sale of securities to hamper seri-
ously the distribution of new by an endless
series of restrictions and red tape.

And so today I think we must say that business and the
present Government are not friends, and that they are
not friends simply because the Government's policies
have been either deliberately unfriendly to private en-
terprise, or so burdensome and restrictive as to check the
normal conduct of business by those millions of Ameri-
cans who make the wheels of our country go around.

Undoubtedly there is fault on the side of business,
though 1 would say that the number of businesmen
who oppose a reasonable government restraint are few
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and far between today. Undoubtedly there must be
government regulation to prevent monopolistic prace
tices, and to prevent competitive methods which drive
out of business those who deserve to succeed,

The speakers were asked tonight to present an affirma-
tive and constructive answer to the question of the
evening. I would say that if business and government
are to work together, the Government must change the
basic principles of its present palicies, or the people
must change the Government,

Moderator Denny:

Thank you, Senator Taft. Now we are ready to hear
from our fourth speaker, Mr, Jerome Frank, Chairman
of the Securities and Exchange Commission,

Mr. Frank:

We often say, and correcly, that we have a Eovern-
ment of laws and not of men. We don’t mean that our
Covernment is a piece of automatic, nonhuman ma-
chinery. We mean that we have a government of laws
made by men in Congress, construed by men in the
courts, and administered by men in government agen-
cies. Tonight I am not rlking of the work of the men in
Congress, or of the wisdom of the laws they enact—for
I am not supposed to—nor am | talking of the decisions
of judges. I'm talking solely of the conduct of the gov-
ernment men who administer existing laws, administer
them, always, within the limits set by the legislature and
subject to review by the courts,

Before promading.ktmnfmtﬂmlu:upled
the invitation to appear here tonight I did not realize
that T was to be on the program with an avowed and
distinguished candidate for a presidential nomination—
and one who has already begun his campaign for office,
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as you may have observed this evening. I am a member
of a nonpolitical commission—required by law to be
bipartisan—that is, to consist of not more than three
members of the same political party; and two of my col-
leagues are Republicans, they are not New Dealers. If
we work together it is because we are reasonable men
and find it possible to do so. In the circumstances it
would hardly be for me—indeed, Senator Taft
might invoke the Hatch Act if T were to do so—to meet
the Senator in a political debate in the beginning of a
presidential campaign. I shall confine myself, therefore,
to what I have from the first understood—and I thought
Senator Taft had understood—to be the question of the
evening: not the policies or wisdom of legislation, but
the question: Can government administrators and busi-
nessmen work together?

When I answer that question, I feel like the farmer
who was asked whether he believed in baptism, He re-
plied, “Believe in it? Gosh, I've seen iv."” For I see, every
day—and often on nights, Sundays, and holidays—in
Washington and elsewhere, government officers actively
and effectively cotiperating with businessmen.

I would bore you if I were to recite merely a complete
list of the various agencies of the Federal Government
constantly engaged in such codiperation. To take some
samples: Do you imagine that the RFC does not codp-
erate with business? Or the Civil Aeronautics Author-
ity with aviation? Or Federal Housing with builders
and bankers? And what of the Federal Reserve Board,
Federal Deposit Insurance Corporation, the Bureau of
Standards, the Maritime Commission, the Post Office,
the Coast Guard, the Forestry Service, the Bureau of
Mines? Do you all seriousness—that a day
goes by—or even an hour—when all these and many
other agencies are not working for and codperating with
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business? I want to talk about what I know about. To-
nighll“nltutllhﬂtﬂ}'mottmrmlmtnpﬂi-
ences in government.

I wish | could show you a talking motion picture of
life at the SEC. 1£ I did, you would see a daily example
of untiring efforts, as Mr, Odlum well knows, to find
warkable solutions for difficult problems of business ad-
justment to existing laws. Why do we make those efforts?
Because our laws affect hundreds of businessmen, with
as many differing business problems; and because those
laws, being new, have imposed novel standards of con-
duct which may be a shock to established customs and
habits, Hﬂnhmmdlpmmnnhﬂmiplm:g
such new legislation, a govetnmental official must be
patient,

What form does that patience take? When
direcumlgenqﬂiheﬂu&!‘.&hdu&mlumdrquh-
tions, the agency can do one of two things. It can—and
quite lawfully—follow what was once considered the
normal governmental method: Without consulting any
nuuldmﬂuhu.ﬁmnhmdumrhodyehe.itun
simply adopt its rules and announce them. Or, instead,
it can first call in representatives of those who are to be
affected by the rules and say, “Congress told us that we
must promulgate rules on this subject. That is our duty.
But we want your ideas on the mechanics. We want our
rules 1o be workable, and we want them to accomplish
the objectives of Congress with as little business disturb-
ance as possible.” That might be called the patient or
cofperative method. And that is our method, We've
used that method of consultation—informal, and not
frock-coated—with respect to virtually every important
rule; and the assistance we have received from business
has been of inestimable value,

There are many other examples of codperation. For

instance, I suppose that as much of the time of our legal
staff is devoted 1o giving counsel to businessmen as to us.,
Daily, we receive letters from businessmen and their
lawyers, thanking us for that kind of cofiperation, [ have
in my files such a letter, received early this year, from a
member of Senator Taft's own law firm,

Sitting behind my government desk, I see two mark-
edly different types of businessmen. They might be
called Mr. Will and Mr, Won't, Mr. Will is a realist. He
recognizes that, while a law is on the books, he must
work under it. So he comes to us and says: “My sole
desire is to adjust my business to the law as quickly as
possible, so thuluauwtﬁneudmhmmqhmy

stockholders. Here's what I want to do, Can I do it |

under the law? And, if so, how?" What happens? He
discovers that Congress has set the standards to be com-
plied with, but has often left a considerable latitude as
to methods, He sits down with the government experts.
They and he, between them, try to find out which of the
methods is best suited to his particular problem—meth-
ods, mind you, not of evasion or of nullification of the
law, but of compliance. In those conferences, Mr, Will
often convinces the government men of the practicabil-
ity of a method, within the law, which they had not
discovered,

Mr. Odlum, I might say, as he himself has said, is Ex-
hibit A, To have a hard-headed, conscientious business-
man, like Floyd Odlum, thus present the realities of his
concrete business problems must broaden the under-
standing of government administrators, And the success-
Ful solution of those problems is an exciting experience
for us and the businessmen. It is creative: by demon-
strating the law’s workability, it converts the law from
a mere assemblage of dead letters on a page into a hu-
man, living institution.

ig,




But what of Mr, Won't? Mr, Won't is 2 man who, for
personal or business reasons, doesn’t like the law and
won't comply. Now any man has a right—in speech, in
print, or in the courts—to oppose or criticize any law, or
the administration of any law, That's basic democracy.
But, as an administrator of law, and as a lawyer, and as
a believer in law and order, I can see no reason why a
businessman who defies a law should not be regarded as
a lawbreaker. OQur Government provides an orderly
process for the review, repeal, or amendment of laws.
But it does not authorize the violation of an existing
law, There are sdme Mr. Won'ts who take us into court
to challenge the law or our administration of the law.
That s their unquestioned right. To hear such griev-
ances is what the courts are for. And we are for the
COUTts,

But there's another kind of Mr. Won't. He wears a
false face, disguising himself as a Mr, Will. He might be
called Mr, Pretend-I-Will. He has a pleasant smile, a
gracious manner, a smooth tongue—and not the slight-
est intention of doing anything. His policy is to stall,
He is praying that somehow there will be a repeal of the
law before we get around to applying it to him, To
transform Mr. Pretend-1-Will from a sham or fake Mr.
Will into a real Mr. Will is a hope which induces us to
spend much time with him, Usually we fail. Then we
must take him into court to make him comply with the
law. That is essential, for, if Mr. Will and Mr. Pretend-
I-Will are competitors, it is unfair to allow Mr, Pretend
to get away, indefinitely, with noncompliance. And
then, when we finally do try to carry out the express will
of Congress, Mr. Pretend takes to name-calling, charges
us with cracking down on his entire industry and under-
mining business confidence.

There is one paramount reason why government of-

ficers in the SEC believe in codperation between busi.
numdgmunmm:ﬂunmwwl&mahvepmad
the SEC laws if it had wanted 1o do away with the profit
system. Instead, it would have tried to use dictatorial
confiscation and other drastic methods applied in Rus-
sia and Germany. The SEC laws are expressly designed
to restore and maintain good faith between the corpo-
ration and investors. Without that good faith, the profit
system would crack up and democracy would be im-
periled. We in the SEC are therefore engaged in the
task of fortifying the American profit system in the inter.
est of democracy. The enlightened farsecing business-
men can have no other objective, Our aim is and must
be this: a secure profit system under a secure :
And coliperation between government and business can
achieve—and is achieving—that result, an indispensable
result if America is w avert the alternative disasters of
chaos or tyranny.

Moderator Denny:

Thank you, Mr, Frank. And now we are ready for
questions from the audience on the subject of the eve-
ning, “"Can Business and Government Work Together
Today?"

Man: Mr, Odlum, in view of the presentation here to-
night of yoursell and the other speakers, I would like
to know your definition of a liberal.

Moderator Denny: Well, I suppose that is on the sub-
ject, since you called yourself a liberal businessman,
Mr. Odlum. Fire away.

Mr. Odlum: Well, the term liberal is something like the
old circus tent: It can cover a lot of territory; it is very
elastic. Certainly, liberality, in my opinion, has noth-
ing to do with giving away other people’s money. 1




don't think it has anything to do with the change of
the form of a democratic government, There was a
poll about a year or two ago by one of our naticnal
magazines on the subject of business and government
which dealt with this term [iberal, and I think the
consensus of opinion from that poll was that a liberal
is one who, in his views on government regulation,
stops short of interfering with the profits of business,
I think that a reactionary can be defined as one who
thinks that anything this side of the old square dance
is bad. I think a conservative can be defined as one
who is willing to toy with the idea of dancing the old-
fashioned waltz occasionally. I think a liberal is will-
ing to try the modern steps. Of course, I am referring
to the dancing by all three of them on the same dance
filoor. The radical wants to do his dancing out on the
sidewalk. A friend of mine defined a liberal business-
man for me only yesterday as one who takes account
of changing circumstances and tries to adapt himself
to them. 5o, as far as [ am concerned, I would like to
take that as my definition of a liberal,

Maoderator Denny: Mr, Martin, do you want to define a
liberal and a conservative here tonight?

Mr. Martin: | am neither one. I pose as an independent.
I don’t think a liberal is a man who thinks that every-
thing the Government does is right and who fails 1o
stand upon the rights defined by law and gives in to
the desires of the Government at every point. I think
a conservative is a man who realizes that the things
that have been tried in the past probably had some
reason, and they ought to be thought of very carefully
before they are discarded from mere chance thinking,

Man: I should like to ask whether Senator Taft thinks
that government and business would be better friends
under a Republican administration?

Senator Taft: I don't think that the party label makes
very much difference; no,

Man: Mr. Odlum, I would like to ask if you believe that
the founders of our Government expected that we
would have regulation as it is today?

Moderator Denny: That is a rather speculative ques-
tion. All right, Mr. Odlum, go ahead and comment
on it anyway. You can say yes or no.

Mr. Odlum: I think the founders of our Government did
not foresee regulation as we have it today, but had they
foreseen our economic complexity they would have,
because the two go together. Fortunately, the founders
made our system elastic enough to provide for it.

Woman: Mr, Frank, suppose a small businessman is a
Mr. Will, will he get a hearing with the Government,
and if a Mr. Won't, will his grievance get to court?

Moderator Denny: You have two hypothetical cases,
Your "Will" and “Won't" are hypothetical, but so
were yours, Mr. Frank.

Mr. Frank: I want to say that, as far as I am concerned,
I want to do, and have done, everything possible so
that a Mr. Will, if he is a small businessman, will be
accorded precisely the same treatment as a big busi-
nessman, and if he is a Mr, Won't and wants to go into
court, he will have precisely the same rights as if he
were a big businessman,

Man; Mr, Martin, would the Stock Exchange have taken
the steps it has taken since the depression to clean is
own house if it had not been for the legislation taken
in Wash

Mr. Martin: I don’t think it would have taken all of
them, but I think it would have taken some of them.
The Exchange was very unfortunate in having a very
unfortunate case, the Whitney case. That case, as 1
have tried to outline, was an exceptional case, and



I think you gentlemen know it. The Exchange since
that time has been reorganized; it has done everything
in its power to meet the law, but it doesn’t intend o
give up its rights completely.

Man: Senator Taft, don't you think it is better to tol-
erate the SEC, even though it can certainly be im-
proved, than to allow ourselves to go back to the wild
days responsible for 1929 and what followed?

Senator Taft: 1 have always been in favor of the SEC. T
only suggested that the Act was administered in a way
that seemed to be unduly unfriendly to the progress
of private enterprise in the fAlotation of new securities,

Woman: Senator Taft, you spoke disparagingly of a
planned economy, I am wondering whether with the
Tolédo schools closed for seven weeks, with tens of
thousands hungry in Cleveland—almost starving—
wouldn't some kind of a planned economy be a good
thing in the state of Ohio?

Senmator Taft: No, I think the state of Ohio is well able
to take care of iwelf, Its citizens are not starving.
Absolutely not, A local fight is going on between some
sections of the state and two counties in the state, the
rest of the state taking the position that it is up w0
thase two counties to look alter their own affairs, and
if they managed their business properly they could
do so. Those two counties maintain they can't. Bu,
as far as any starvation is concerned, I think you will
find that there isn't any such dificulty,

Incidentally, as far as the schools in Toledo are
concerned, it is due entirely to the fact that the people
of Toledo deliberately voted down & proposed extra
levy for those schools. That is local self-government,
1f they don't want schools, that is their affair, it seems
to me. I believe very strongly in local self-government.
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I think every city ought to determine what kind of
schools it wanis and what kind of education it is going
to give its children.

Man: Mr. Frank, in view of Mr. Martin's statement that
the securities business is badly in need of a breathing
spell, and that the morale of those in that business is
low, why doesn't the SEC do something to help the
brokerage business?

Mr, Frank: The SEC, since 1 have been on it, has pro-
mulgated virtually no rules of importance aflecting
the Stock Exchange. For the past two years, the SEC
has been saying to the Stock Exchange: Instead of our
using our regulations with respect to greater customer
protection against possible insolvencies, since the Ex-
change is the largest unregulated bank of depasit in
the world, with no bank examination by Federal bank
examiners (something we wouldn't think of tolerating
with respect to any other bank), we suggest to you that
you should do something about it on your own,

A few months ago, Mr. Martin appointed a com-
mittee of his own choosing of distinguished business-
men and lawyers. They brought in a report, making
recommendations. But ene of those recommendations
has been adopted to date. The SEC is waiting pa-
tiently—it has made no comments of any kind—to see
what is going to be done about those recommentla-
tions. I hear mutterings against them, We are not
responsible for those recommendations, nor can [ say,
on behall of the Commission, authoritatively, that we
would approve of all of them, if adopied, and consider
them a substitute, but [ have a fairly sneaking notion
about what our statement would be, We have not
introduced such regulations.

As to discretion, let me say to Mr, Martin that when
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the Securities Exchange Commission was being set
up, the report of the Congressional commitiee on the
statute said, "Representatives of the Stock
constantly urged a greater degree of Bexibility in the
statute and insisted that the complicated nature of
the problems justified leaving much greater latitude
of discretion with the administrative agencies than
would otherwise be the case, and it was for that reason
the bill was so drafted.” As to the Stock Exchange, the
total sales on all stock exchanges in the year 1538,
which will probably turn out to be not so good as "5g,
were approximately fourteen billions, This was four-
teen times the volume of mail-order sales; it was over
four times the size of all building contracts; it was four
times the railway operating revenues; it was seven
times the volume of sales of electric power. Now, 1
don't know why the Exchange can't make money
on that volume of business, We are eager that they
should, provided the investors are protected. We are
not willing that they should go back to the rinkydink
and gambling of the days prior to the passage of the
statute,

Moderator Denny: Mr. Martin, will you comment on
what Mr, Frank has just said?

Mr. Martin: I am surprised that Mr, Frank thinks we
haven't adopted any regulations recently. I don't
know where he has been, Perhaps his legal staff has
been too busy thinking up ways of changing the
present law. I think that one failing with Mr. Frank—
and I say this in all kindnes, and it is not meant in
any way in a derogatory sense to Mr, Frank—is the fact
that he has never faced the problem of soliciting busi-
ness; he has never known what it is to have to go out
and try to get a customer; he has never known how
hard it is to earn a living in that sense. There are any

1]

number of brokers who are competent individuals, in
a market where there are more shares listed woday
than there were in 1g92g, which has had a2 turnover
so slight that, despite the fact that people say there
hasn't been adequate contraction in the brokerage
business, the number of employees is down over 4,000
registered in the last four years; the
amount of capital—the business is not overcapitalized
—has declined consistently, and the difficulty today is
getting capital to go into the business, and what we
need today is a realization of the fact that there is no
manipulation to speak of, I say that honestly, because
there will always be a little bit of manipulation—until
the SEC defines manipulation. And what we need to-
day more than anything else is for all of us to take a
constructive attitude and realize that people have to
make a living in this country as well as having to live
under regulation.

Mr, Frank: I want to say that I agree with Mr, Martin
that the amount of manipulation on the Stock Ex-
change is not great, I am happy to say. I want to say,
lilﬂ.lhltfdﬁﬂnnlmﬂnm[ndiﬂwihltﬂukﬁ
change had not adopted regulations. What I did mean
1o say was that we are patiently waiting—nor have we
criticized—to see what they would do with their own
committee’s repart that was issued September 1. We
are very much interested. We are not deing anything
to coerce them, We haven't criticized them. We are

waiting patiently.

Moderator Denny: Thank you very much, Mr. Frank.
And all the other speakers on this program, 1 want to
ﬁmkym&wrnurmlighmwp.llhnmnm
thank and express my deep appreciation to one of our
most active and useful trustees, who helped us in ar-

2]



ranging this program, Mrs. Richard C. Patterson, Jr.
Mrs. ‘Patterson is a sort of godmother to “America’s
Town Meeting of the Air," because she was the first
person on our Board to whom I talked about this plan,
and she took it to her husband, who was then the execu-
tive vice-president of NBC, and he referred it to Mr.
John Royal, and Mr. Royal and his associates took it up,
We have been carrying on happily ever since,

Mow, following the closing of our essay contest last
week, we have an important new contest to announce
before we tell you abour next week's program. Town
Hall in cofiperation with Liberty magazine is offering
¥1.800 in cash prizes for the best cartoon or drawing on
the subject, “How Can the Town Meeting Idea Best Pre-
serve American Democracy and Liberty?” Anyone can
compete except employees of the Town Hall and Mac-
Fadden publications and members of their families,
Cartoons must be approximately fourteen by sixteen
inches and should be drawn on white Bristol board in
India ink, pencil, or charcoal. Cartoons will be judged
for aptness, originality, power, simplicity, and drafts-
manship. The best entry will receive a cash prize of
one thousand dollars; the second-best will receive a prize
of three hundred dollars; and five entries next in order
of excellence will receive cash prizes of one hundred
dollars each. In the event of ties, duplicate awards will
be made, The prize-winning cartoons will become the
property of "America's Town Meeting of the Air,” and
entries should be addressed 1o Town Hall, 123 West 4srd
Street. They must be postmarked on or before February
21, 1040, the closing date of this contest, The decision
of the judges is final. A more complete announce-
ment about the contest can be obtained in this week's
Liberty magazine, and information about Town Hall
and the town-meeting idea can be obtained by writing
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Town Hall or the NBC station to which you are listen-
ing. If you are interested in organizing a Town Meeting
Discussion Group in your community, address the Town
Hall, 125 West 4ard Street, New York City.

Next week at this hour the subject for discussion will
be “America and Japan—Embargo or New Treaty?”
The speakers will be Dr. Walter H. Judd, who has spent
many years in China as head of a large missionary hos-
pital in Shansi province; Rear Admiral Harry E Yar-
nell, formerly Commander-in-Chief of the Asiatic Fleet

. of the United Seates; and William R, Castle, Jr., for-

merly Ambassador to Japan and later Under-Secretary
of State,
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THOUGHTFUL student from New York City starts off
the comments of listeners to last week's broadcast:®

Your discussion this Thursday was in keeping with the
standards set by the other Town Hall programs this year—
lively, informative, and interesting. There were only two
things the matter with it. One was the fact thae it lasted only
an hor, and the other was Mrs. Littlejohn.

Mrs. Littlejohn makes the statement that the Allies are
fighting for freedom and democracy. But just what democracy
mmmmmmmundﬂd::mqu
England offers to g65 million Indians sufering and struggling
mhmﬁ?&amﬂmﬁemﬂm
m:mmmmmunumﬂmﬂﬂlﬁ:
mean the kind of democracy that was knifed
Spain? Or fsn't Mrs. Littlejohn interested in that kind of
m-,,mmgmuhhhumw“m
German desire for world hegemony. . . . There was not one
but a multitude of factors contributing to World War 1.
Fundamentally it was a struggle between two imperialistic
groups of nations for raw materials and world markets. Then
there were a host of other clements as well. There was the
presence of excessive nationalism on all sides, whether Ger-

man sabrerattling, French chauvinism, or British jingolm,
Mwhnﬂlﬂﬂw‘*ﬂmmm
Morocco and Austro-Hungarian designs in the Balkans.

* What Kind of Peace Can Iupries
Hindus, Friedrich E. num;??h‘l ”“‘m:,m
Gunther, Published in Town Meeting, December 4, 1939-
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Ther:mdnvuiou"mdmthm“ltﬂrﬂlmndh
Iialia Irredenta, France never gave up hope of retrieving her
lost provinces of AlsaceLormine—and she knew she could
nemmmmh&mmmh.mumﬂhhnmﬂ]ulng
ideologies: demoeracy, militarism, absalutism. There was the
hugemm:nuinwﬂ:ﬁﬂuruﬁmhzmpem

part.

And &mlly.u;mumutﬂlﬂmemdlthu,nm
lrlmdﬂmdt.q,,zfmﬂnﬂemufﬂtm[lnmhd
4 part in causing the first World War, Every single one of
Lhmutmhprm;mdqmdh.d;putiuhﬂnﬁnglbwt
the present war, , , ,

Then M. Litelejohn says that she has a personal argu-
ment not only with Hitler but with every single German who
supported him as well, Here, too, she completely ignores the
facts. What cawsed Hitler's rise to power in the first instance?
Wan't it caused primarily by the Allies' shameful treatment
of Germany after the World Ward Does Mrs, Littlejohn think
the Germans have forgotten the attempts on the part of the
Mlinmmduuﬂmnrmlthﬂdmpﬁm#mﬂﬁe
think that the Germans have forgotten for one moment how
Britain and France bled Germany white during the
period? . . . Does she think the Germans have forgotten that
when the American army withdrew from the Rhineland it
left & little American army behind ie?, , ,

Heaven knows, T am not supporting Hitler's actions, As a
believer in democracy 1 hope with all my heart that Hitler
will net emerge victorious from this war, But at the same time
let us ot lose ourselves jn emotional frenzies. Uncle Sam
played the role of Unele Sucker once before, largely because
we believed that England and France were fighting to save
the world for democracy, Let us pray that we will never again
bempedin.Lummnrbruudnd...thunh:ukﬂnd
our lesson well,

"The lady from Australia certainly knew her ‘onions.”
She was the heavyweight of that discussion and a mighty
fine discussion it was—it started three fights in my group

L
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of five listeners,” writes a man from Peoria about the
program on peace in Europel

On the other hand, a teacher from Stockion, Cali-
fornia, objects:

1 was sorry to hear over the air tonight so much of intoler-
ance and discourtesy shown to a guest invited to present his
wiews over your program. It seemed to me as it must have o
many other fair-minded Americans that our guest of German
background showed himsell the finest gentleman of you all.
1 have been urging my high-school classes to listen to the pro-
gram, but I do not like to expose them to the bad example of
our supposed wise men unable to take part in & discusion
with the spirit of real inquiry. They can do better than any of
you did tonight,

But a Great Notch, New Jersey, woman says:

Wish we had more Linda Lintlejohn’s and Maurice Hin-
dus's, and of course not forgetting John Gunther, and far, far
less of the Auhagen's,

And from Pittsburgh another adds:
Mrs. Liulejohn ably delivered her views. The English
should be proud of her

Turning from the broadcast itself to some problems
suggested by it, a White P]ﬁmmnpzﬁmummn-_
siderations on local patriotism and rivalry here at home:

Last Thursday evening's Tawn Meeting broadcast empha-
sited in mymluzlllrwln‘mﬁﬂﬂﬂﬂﬁh!dlmmbeu

to thousands of other thoughtiul Americans as it is
m.lmﬂmeHMthmnm
day evening, as on other occasions, to note the almost childish
optimism with which some Americans advise Europe to forget
Mnmumhmmm:éw:mmmm

lines, in the interest of continental harmony.
u’mmhmmhuuuchwhprmdnilnmaw
n



of national unity it enjoys, but it has much to live down in fts
sectional, racial, and religious feuds of the past, and much to
concern it, 1 fear, in the present tendency to build economie
and personal barriers between states and groups.,
“States' Rights” and “Home Rule” have always been the ral-
m;mﬁmmm*m"mmhpﬂmmur
sces the need of strong centralization of power, The opposi-
ﬁanmﬂ;m:hﬂﬂﬂ:hmﬂm&mﬂ
lh.npurummencred:hnthmdlh:!hﬂr.!nm
by politicians, whase jobs and patronage depend on the main-
tenance of & great many little wheels within the big govern.
mental machine, citizens are more and more prone w look
upen their own particular bailiwicks as something more im.
portant than the nation in its entirety,

Our states have little individual economic excuse for ex-
istence. Neither agriculture nor industry nor commeree nor
ﬁmmnwmmmﬂn&pmﬁnu.mr.thm.ﬁmld
-udm-ﬂ:hhumdiumiwhynmnchmupmm
sacredness of jts political boundaries? It is said that fear of
dictatorship by the central government justifies this theory of
exaggerated local powers. Yet we have never had a federal
ﬁi:umr.nminmﬂm.whﬂawhwhdmr.mfdb
tatorships in states and municipalities, much to the country’s
discredit.

Our twelve Federal Reserve districts represent the only ef-
lmmdrlhmh:mdlvidelhﬂﬂu]udﬂmhmhﬂrm
nomic sections. Is there any good reason why these districts,
or some modification of them, are not more important to the
nation’s welfare than are our traditional political provinees?

The Interstate Commerce Clause of the Federal Constitu-
tiunmdnip:ndmmmmh‘mmrhgm
taxes, embargoes, and other trade barriers against its neigh.
bors. Yet there is a growing aceeptance of state, and even mu.
nicipal, laws tending toward the erection of such barriers.
Because some states hunger for legal fees, a business which
could not get a clean bill of health in State “A” ean
nuinﬁuu"ﬂ."mdmmmqmulhdue@d“uﬂldﬂ
person” back in State "A" or anywhere else in the United
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States it has a mind to do so. Concerns hampered by Federal
regulations take reluge in contradictory state regulations, or
vice versa, giving excellent opportunity for corporation law-
yers 1o ply their trade, but affording the public little protec-
tion from certain types of commercial sharp-shooting,. . . .

The evils of this overplaying of local patriotism, states’
rights, the nativesons conspiracy, the daughters of this and of
that, the states’ warfare against the Federal Government and
agminst each other take us back to the unregenerate days of
the federation that preceded our Constitution,

I believe this subject would interest the Town Meeting
audience, and that good speakers could be found to take both
sides ol the question. I should like to be one to advocate less
emphasis on state boundaries and sectional pride, and more

concentration on a strong and united central government,



IT IS NOT TOO LATE...

To enter your subscription to the 1935-40 volume of Town
Meeting, so that you will receive your copies regularly and
promptly each week. All you need do is send $2.50 10 the
address below for all 26 issues, Single copies are 10 cents, The
following issues are now ready:

1. How Can We Defend Democracy in America Mow? Hanowo

L. Icxes, Huon 5. Jornson, Mus, Heesewr H. Lesseas
2. Should the Arms Embargo Be Lifted? Frawnx Kwox, Puie F.

L FoLrerme

3. What Are the Real lssues in the European War? Jomn
Guwrume, Awvwe O'Hane McConnaiex, Jay Avvey

4. Is Our Constitutional Government in Danger? Romesr H.
Jacxsowm, Faznerice H. Woon

5. How Will the War Situation Affect Unemployment? Joms
Carmory, Marx Jowes, Hevey Pratr Famoio -

6. Should We Ignore Racial Differences? Eaxus A. Hobrow,
M. F. Asrev-Moxtacy, Kmriey F. Maruzn

7. What Does American Democracy Mean to Me? Frerao m
Dowaro, H. Jensy Voornrs, E. McNre Porear, Many Mc-
Lroo Bereune, Avics Savomon, Jack McMicuass, W, SzLomy
Wasninoron

B. What Kind of Peace Con Europe Make? Jonw GunTrHns,
Mavmice Hiwous, Livoa Lirroeyons, Famessics: B, Avitages
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THE WHITE HOUSE Pl
WASHINGTON

Fabruary 21_, 1940
Porsonsl

MEMORANDUM FOR TSR PRESIDENT:
Hei 4. Jackson Day Incident

Chapman told me & story of the Juckson Day
Dinner in Denver that may interest you. Wheoler
waps the chief sppeaker and made what wos inter-
proted as & strong plea for his own cendidacy
and barely mentioned you. Whereupon the
Chairman, Philip Hornbein, threw away his prepared
speach, delivered a stirring eulogy of you, and
ended up with a statesent that to show its
gratitude Colorado must draft you for a third
term. This brought the five hundred diners to
thelr feet cheering and, according to Chapman,
left Wheelor considerably disconfited.

e

Lawchlin Currie




May 19, 1940,

Ihe Inadequacy of the Existing Railrosd S5/~
gt AN
l. Wer would mean full employment.

2, Full employment would correspond with & F.R.B. index of production
in the meighborhood of 160,
L

3. This would result in & volume of fre t traffie calling for
'1,850,000 serviceable (reilroad—owned) cars. (This estimste is
besed upon maximum desonstrated performance. 1929 tonnage can bo
handled with 300,000 less cars than in 1929,)

4+ The present mipply of serviceatls owned plus cars on order is about
1,490,000 or 30,000 lsss than necessary in conditions of full
employment. The ecurrent supply is barely sufficient to handle a
traffic peak equel to that of 1939,

5. In mddition replscements are necespary to offset retirements., In
1939, retiremsnts amounted to 67,000 cars, There are about 400,000
ﬂrl;:;rzs;ml of age. 37 percent of all serviceable cars have
wood les.

6. Hence, to meet a war emergoncy within a three—year pericd the rail-
roads should order sbout 500,000 cars.

7. A&t $2,500 a car, this smownts to §1,250,000,000 and would roquire
10 million tons of mteel.

8. The maximum musber of cars built in any single year since the war
wp 176,000 in 1523. Car builders are also equipped for ordnance
u.nui'aoitin ond with current and prospective war orders, it is doubt-
ful whether current annual capacity i in excoss of 150,000 to ¥
200,000 cars.

9. The above findings will be mupported by & nearly completed study
of the Netional Ressurces Planning Board.

10, Ihe Epdlwsy Age, in an editorinl in the September 2, 1939 issus,

ib btroadly in agreement. It states, "We econclude, therefors, that,
should hostilities in Purope become general, the railroads are
"likely to need slmost i=medistely a large increase in their freight
car supply and, furthermore, that if America wants any insurance
whatever in the way of preparedness for the poesibility that we
shall be drawn into the confliect, then 2,400 locomotives and over
m,mmmlmlhumadnd—-nmlrﬁwnutammﬂ
capacity elons, efficiency and sconomy mot considered, If aconomy
is taken into account, then more cars and locomotives than these
¥ill be needed. And, of course, 1t is not only in cers and Llocomo-
tives that the reilrosde ere far less prepared for the oxigenoies
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of war than they were in 1914} almost every aspect of the
railroad plant is similarly unprepared. ® The difference
in the estimates for necessary car additions arises chiefly
from the assumption in our estimstes that about 150,000
retirements in the next two yeers should also be offaet.,

The memorandum of Carl Gray and Danfel Willard for the Secretary
of the Treasury, May 9, 1939, wes concerned with the railroads
(a) in the event of war abrosd smd (b) our involvement, For
the first contingency they stated "it iz our Judgement that

in the first year there should be purchased as & minimum 700
new locomotives and 60,000 freight cars. . . the aecond year
purchases ghould be higher — concelvably as many as 100,000

new fpelght cars end 1,500 locomotives.® For the second contin-
gency, our involvement, they hed nothing whatever to eay of equip-
ment needs tut confined themselves to a strong recommendation
that operations should be carried out through the Associstion of
American Railwsys.

The RFC has on amendment pending increasing its suthority to loan
for railroed equipment. The railrosds' omn cash holdings in
Februery 1938, 1939 and 1940 were $385 million, $45% million and
$624 million, respectively,
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Lomaents op our Industrial
Bar Plang

mmmmnmmmmunm”r
respecte:

(1) are based almost entlirely our 1914-1918 experi-
ence, and make m use of subsequent dm.:;mm

Mmmuhrgﬂ;wmﬂguhgth_undurm
88 in 1914-18, and have few alternativea for various other types of
perticipation, such as naval or asrial aid alone.

Ed.thrhnbbvhwrmlnhudnnthhﬂnurmhﬂ:ud
stream-lined fighting units instead of the older types, or on the basis
of the military experlance of recent years or months.

(2) They are concerned almost exclusively with supplies for
the military forees alone, and give no real conslderation to the adequacy
of industrial capacity or output to provide for the combined civilian and
military needs of a war effort. Mo attempt is made to estimate civilian
needs at varlous levels of privation, or to determine whether needs for
esaentinl sdditional industrial equipment (as, for example, more railway
cars and cargo ships) could be met at the same time that heavy armament
and munitions demands were belng satiafied, Especial attention needs to
be glven to locating shortages in industrial capacity which would creste
serious bottlemecks under wartims demands, and to wesys of expanding that
chpacity before an emergency might arise,

(3) The suggested econcmic controls of prices and production
si=ilarly are based almost exclusively on the first World War experience,
with little study or recognition of the vast new developments in price
and other economic contrgls durling the subsequent 20 yeara, both in
varlous New Desl agencies and in other countries. The apparatus of
control of the first World War would be ho essly antiquated today, yet
that is substantially what the Industrial Mobilization plan would put
into effect.

(4) Little recogmition hms bean given to the vital relation
of fiscal and tax policy to price control. The World War was financed
67 to 90 per cent on credit in different countries; price inflation was
the inevitable result. The present war is being financed much more by
taxation, forced savings, reduced consumption, and other direct diversion
of consumer incomes. The problems of price and economic control under
the new techniques are greatly different than under the Warld War inflation.
Cooperative study between the Army and Navy and the Treasury, Commerce,
end Agriculture Departments is needed to prepare war plans and legis—
lation in this field, since these policies are basic to all other wartlime
economic controla. The recent and current experience of the combatant
countries should be fully drawn upon in this connection.

PSFilumle.
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(5) The estimates of possible needs and potential supplies
have been made by the most elementary rule-of-thumb methods. The work
has been done largely by Armmy officers without special training, after
a half-a-dozen lectures on statistiecs. Our economic and statistical
forecasts in agriculture, on the contrary, are made by men who have had
two to three years of postgraduate courses in statistics and economics,
plus years of practical forecasting experience. The superficial
character of much of the detalls of the industrial war plans would show
up in great gaps and errors if we ever attempted to operate according to
them. Many parts of our most precious war plans, carefully guarded as
valuable secrets by the Joint Army-Mavy Munitions Board, consist of
nothing more profound than a student's exercise, worked up in a few
hours or days as a problem in a brief Army Industrial College course.
The entire set of estimates and calculations needs to be overhauled by
& group of professional statisticlans, experienced in the analysis of
agricultural and industrial date, and highly proficlent in methods of
statistical and economic analysis and forecasting.



I hsd & conference with the Secretery yesterdoy
to suggest consideration of Odlum. The Cecretary hes,
I think, been given some misinform:tion coucerning
Odlum which I am sure the SEC could quickly eclear up,

Odlum celled me todsy to tell me zome industry
rezciion to the progrom: .

(1) It iz convinced that en attempt to get more
combat engines by licensing smaller compsnies will be a
bad foilure and result in the lose of much wvelusble time.
It hes been tried with no success by the British end by
Europeuns who attempted to make fmerdcen motors., It'"
would teke considerable time even for Wright, for instance,
to meke Pratt ond Whitney engines. Attempt by spaller
compinies to m ke combat engines will result in & horrible
mes8a

(2) The Seeretary's clocest sdviser, Mr. Meed,
is disliked und mistrusted by the industry. He used to
be with Curtiss and wes not comsidered & good orgsniza-
tion man. He then went with Pratt and Whitney. They
cleim he pleyed politics end there ic bod feeling now.

{ ;g.:--uﬁ CT;—._“,

Lzuchlin Currie
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The two leading engine makers at present could produce at the
rate of 9,000 engines per year st full capecity. They wlll be up
to at least 18 to 20,000 at the end of the year if sufficient orders
are forthecoming. It is not believed that the Allison motor will
ever be produced in gquantity, tut will probably be superseded by
& superlor liguid-ecoled engine. In any case, the plant will be
availeble for 7,000 motors more per year. In addition to existing
plante for combat engines, he believes that for strategic reasons
as well as for those of increased capacity the Government should
erect & plant in the interior, ssy at Demver, to be leased to a
corporation formed by the private engine makers. This plant should
be largely an assembly plant built underground, to be supplied by
many parts makers.

(b) Planes,

At present, the industry with its present plant space working et
maximum speed and efficiency with three shifts could probably turn
out 25,000 plenes a year in all categories, i. e., trainers, observa-
tion, transport, pursuit and bombers. Further sub-contracting should
be resorted to and possibllity explored of new assembly plant as in
1(a) above.

2. Iraining program,

To have 50,000 well-trained pllots two years from now would mean
getting at least 200,000 to take up tralning right away. Hence, need
of supplementing CAA and Colonel Knox's programs by a program designed
to induce private individuals to acquire thousands of small cheap planes
and gliders. He believes that this program could be stimilated through
the formation of a finance company operating in part on cheap RFC money
and by the Government subsidizing on instruction. He states in this
connection that "plastics are very suitable for small trainers and even
gsome of the intermediate sizes. Videl has a plastic process with which
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he has mode planes, floats, ete., and with this process one unskilled
worker at $25.00 & week can turn out better then one plane per day."
He gave me a long list of the smaller elrplane companies and smaller
alrplane engine companies that are MHin? to death today for lack of
orders, He also stated that "wood planes (of the general type of the
Lockheed which Amelia Earhart flew) are as strong and durable (perhaps
more 8o0) in all the small and intermediate categories as metal, And
there are thousands of skilled wood workers out of employment ™

To retain benefits of training"a 'Fly-It-Yourself! company could
be formed that would have in all the ciiies small plastic planes costing
about §1,000 that a person could buy for a small amount down or could
rent for, say, $5 per howr and turn it in at any of the other agencies,
For government-trained pilots a part of this $5 would be refunded by the
government on application, like in the case of the present tax on gasoline
when used for aviation purposes,”

3. Ereighters and transports,

To increase mobility of army and supplies and to insure continuing
volume of orders, provide for transports and the development of a great
fleet of air freighters. "A defensive army. such as the USA would have
with so much coast and borderline to defend, should be exceedingly mobile,
Howard Alrcraft of Chicago has a plane all designed for this purpose
(wood and tubular construction could be done mostly by skilled woodworksrs)
but has no orders. Wright has developed a C-20 suitable, I believe, for
the purpose (all metal) but hae no orders yet. . , .While its implications
to the railroads may be bad, why not plan to carry all first and second
class mail by air? That would keep manmy pilots busy as well as ships of
the type for immediate transport use in case of emergency."” d

4+ Adrports and ground areas.

Provision should, of courss, be made for simultaneous expansion here.
Mentioned the German use of broed straight highways, with no overheed
wires, etc., in this connection for emergency landings and possibilities
in portable runways.

5. Research,

Greatly expanded with some consideration for specialized research
in private plants.

’

Kok O -
uchlin Currie
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Ret Floyd Odlum.

I should like to urge that Odlum be given consideration in connection
with the whole aviation program. I believe him to be singularly qualified
for this assignment. He has mede & close study of the industry preparatory
to going into Curtiss in a blg way and was a director of that company.

His plan wes dropped and he has now no commitment in the industry. From
my long discussion with him I satisfied myself thet he has an intimate
Imowledge of the organization, production problems, and persomalities in
the industry. He has plenty of imsgination and ideas and is aggressive
and forceful.

Although now head of a great investment trust, Atlas Corporation, he
is not a speculator in the usual sense of the word. His trust has been
distinguished from the others by not being an in-and-out trader but, rather,
for meking substantiel investment in "special situations". It has been a
conspleuoue success.

From 1914 to 1918 he was with an operating utility. From 1918 to 1930
he was with the Electric Bond and Share Company, being up to 1926 one of
the three top-flight executives in the service department dealing with
every type of probtlem., From 1926 to 1930 he handled the foreign end of
the system, dealing and negotiating in every country in Furope and South
America. Hence, he has had exceptions]l experience in executive work, in
negotietion and in selecting persomnel. His wife is Jacqueline Cochran,
the aviatrix.

He is not a New Dealer. On the other hand, he is reasonable and
reallstic. He accepte the new order of things, treats it es part of his
problem, and seeks ways of adjusting and accommodating himself to it,.

I am enclosing hie radio speech of December 11, with a few marked passages
which indiecate accurately, I believe, his position.

Jerome and Harry will, I believe, confirm this appraisal.

e €2

Leauchlin Currie
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At I_.._“._l'|_{_-.
Lonsldered - the

shrewdest - atock
trader today, 48
wyear-old . Flopd

' Odlem-can't make
~head or” tall oul
“of ‘a ticker fapey
The financlal em- 3§
‘mire-builder © 48
shown . with his
famous - wife —
Aviatriz Jecque-
ling Cochran
{left). Miss Cogh=
ran . has Dbeen
designated’ ax thi
world's No. 1
womean  fyer

i
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INADAFEment
widely ing companies as:
Central States Electric, American
‘Trust Co., of San Francisco (third
largest United States bank west pd
Chicago); Greyhound Transcontin-
ental Bus Sysiem, Hlﬂ-l!ilﬂ‘ni Val-
ley Barge Line, Albert Pick Co. (a
leading hotel supply house), a 1.300-
acre fruit farm in the San Joagulp
Valley, Bonwit Teller, fashional
Fifth avenue store, and huge office
buildings. - i
Small wonder, said his friends
that the original title of his com-

pany, Uniled States Corporation,
dida't carry big enough Implicas
tions, Odlum had the warld on his
shoulders, so Atlas seemed like &
better name. !
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THE WHITE HOUSE
WABHINGTOM

_May 27, 1940,

MIMORANTUM FOR THE PRESIDENT:

Phil LaFollette called me from
Madison and asked me to bring the

attached to your attention.

{ﬁﬁcﬁ;

Lauchlin Currie



NATIONAL PROGRESSIVES. of AMERICA

Matiorsl Haadquartars
ONE WEST MAIN STREET MADISOMN, WISCOMSIN
B ek

May 25th,1940,
S R e, oy

Confidential,

Dear Lauch:- 3

Enclosed 13 a copy of a suggested resoclution.

I have sent a copy to Bob,and ur.gud him to introduce 1t.I do not

know,of course,whether or not he will do 0.1 think it a necessary

step and that 1t provides,perhaps,an muiu;' to giving the executive

the flexabllity to meet the emergency,an anawer to the dangers :

of dictatorshtp by providing checks on exercise of powerjand that

it 1s the best solution I can think of to the demand for "coalition"

but provides it without including discordant elements in the

act':un.l lexaoutinn and administration of government.

Your



1.

2.

There 1o hereby created a Natlonal Coumsil o somsist of
the Chief Justice of the United States, chairmsn ax
officio, the ranking mnjority and minority membara of the
following committess of ths Sepate and of the House of
Representatives, as comstituted at the time of approval
of thia act, namely, ths committess on Agriculture,
Fipance, Judiclary, Edusation and Labor, Labor, Military
Affairs, Haval Affeirs, and Woys ond Means and five
membera to be appolisted by the Presidant, by and with the
advice and consent of the Senate, not more than thres of
whom shell balong to the seme political party. Whers
any member of the Senate or House of Representativea is
ranking minority or majority member of more than ons of
these committees his membership on the Hationsl Council be
by virtus of thet ocommittss first im alphabetiscnl order and
the mext ranking member of such other comsittes shall
constitute a member of the Natioosl Cowumeil.

A majority of the members of the Nationoal Council shall
constitute & quorum for transaoting all tusinesas, and

the Netlonal Counoil mey edopt sush rules and regulations
for the conduct of ita business ms it may deem proper; it
may e=ploy such clerdoal aod other mssistance as it may
require, and fix the compemsatiocn therefor amd ell such
azployment shell be exempt from the provisions of ocivil

sarvice,
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5.

The members of the Natiomal Oowncil shall receive mo
companantion for thedr services me such members, but shall
be reimburssd thelr actual and nepessary travelling and
othar sxpenses.

The President of the Unitsd States, when he shall deem it
neasseary 1o the public safety, may by executive order,
with the approvel of pot less than eizhtesn members of the
Couneil, invoke mll or any part of Seotion B2 of Title 50
and suspend in whole or in part any aot of Congress
relating to or effecting the army, the navy, the army or
navy alr force, the Marine Corps, or the War Departmant
orthe Novy Department. Any much order shall bocome effactive
upon filing with the Secretary of State. Any such

order may be rescinded at any time in whole or in

pert by the vots of eizhteen membara of the Coumail.

All such orders shall be filed with the Preaiding b,.rﬂﬂn-l
of the Sennte and the House of Representatives within twenty-
Tour hours of the next mssting of the Congress following
iasuance thereof; each of such orders shell remsin in full
force and effect until and unless either or both the
Senate or the Houss of Repressntatives shall by resolution
dimapprove thereof in which case suck orfer or orders so
dipapproved sball forthwith become imoperative; provided,
however, that no person or corporation shall be held
eriminally or eivilly liable for any amet dome or mot doms,
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or aoy action taken or not taken pursuant to authority
of and wnder such order or orders while the sams were

in affect.

There is hereby approprinted out of eny moneys mot other-
wise eppropriated in the Treasury to the Naticosl Council
& sum sufficient to carry out 1ts duties; such
appropriastion to be pald upon the certificate of the
chalrman,

The provisions of this resclution ahall be in foroe only

while the Congress is not in session and shall expire
Februnry 1, 1941.
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May 29, 19.0.

MEMOEANTUM FOR THE PRESTDENT:

Re: Mr, Budd snd the Potentinsl Railroad Bottlensok.

I am vory concerned over the dangsrous potontialitien
in the reilroad eituation. The danger is two-fold, An
notual or L=minent bottleneck in rail deliverios has the
Immodiate effect of precipitating a soremble for orders mnd
deliverisa. Of equal importance would be the Jam in equipment
and armament industries and the steel industry romlting from
8 belated rush of ordera by the zoeds. A% the prosent time
there 1is still plenty of slack and it seoms to =e to bae
absclutely essentisl to get an squipment-buying Progran under
waY.

Something is being dono in other fislds muck as powar,
avintion, machine tools, skilled labor, ate. Hobody, howsver,
seems concerned with the problem of railroad sguifment pre-
paradness. .

In my talk with Mr. Budd he appeared to feel that the
problem could be worked out whem it arose snd he sxprosasd
himpelf ms fearful that the roads might acquirs equipment
they later find they do not peed. 0On the other hand, he
agreed that in the event of an emergency the roads would
probably rush in with large orders,

In thess ciroumstonces I wonder whethsr, in your meeting
with the Advisory Commission, it might mot be sdvisables to
suggent to Mr. Budd that he put the problem up to the AR,
to mscertain, within a reascnatle time, what, 1f anything, it
propossd to do about 1it.

—

in Currie
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Juns 4y 1940,
MEMORANOUM FOR THE PRESIDENT:

Re: Sonmtor Lee and War Finance.

Senntor Les ond JTerome Frenk met in my office this
mornins to discuse the former's bill.

Jerome nnd I pointed out that the dlscounting and
borrowlng features of Lee's bill would in the event of war
crente the very conditions - {inflatiem - that glve rise to
the inejultles he is concerned about. The thinmg to do in
war time is to divert as lafge a propertion as possible of
the current production of the commmity to wer purposes in
the smoothost and lemst socimlly disrupting weys. I atated
that the SEC, Federal Reserve, and probably the Treasury,
would all oppose Loe's bill as now drewn, On the othse hand,
I stated that I thousht the Adminiatration might faver a
bill setting up fairly drastic controls of new issuos and
capltel expenditures, both for expansion anl replscemant
purposes, and providing for cespulsory subseription to low
interest-bearing loans ir proporticn to disposable income
aftor taxes. Loe thorsupon ssid he would abarden his pros=
ent bill ani asksd If ho might spomsor a bill nccaptable to
the Adninletration. I replied that I would attempt to
ascertaln your wishes in the matter.

I woul. be pleased, If you wish, to attempt to get -
agreemcnt on m war finance plan on the part of the Treasury,
SEC, nnd Federal Resorve, for your considaration. If a plan
con be apreed upon which also meets with your ajpprovel, you
micht consider lstting Lee spomsor a bill ambodying the plan
without puttin: it forth, nt the moment, ms sn "Administration®
measure.

FECRIS. ~

1
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THE WHITE HOUSE
WASHINGTOMN

MEMORANTOM FOR THE FRESIDENT: June 12, 1940.
Re: Following the Dafense Progrem.

I am wondering whether it would be of any assistance to
you o have me organize and systematize current informatien
on the progress of the ever-widening defense program. You
would then be in a position to lmow at any time, without mak-
ing specinl inquiries, the status of sny important element in
the program; attentlion would be autometically called to any
part of the program that appearsd to be falling bahind sohedule;
and by baving the information digested and pressnted in compaot
form, it might cut down on your desk work and appointments.

The information could be reported weekly or bi-monthly

and sould relate both to things and mozey. For instance, the

pard ralesting to enti-airoraft guns in the military progrom
would ahow the supply on hand, the available appropriaticn,

the sumber ordered, scheduled delivery datea, actusl rate of
deliveries, ocurrent and cumulative expenditurss. Similar infor-
rmntion abould be available on other important elemesnts of the
,military, oaval and avietlcon progrems.

In mddition %o the etrictly armsment program, similar in-
formation could be collected on the defense progreams of non-
military departments and agencies, on foreign orders, on the
training progra=s, on the railrosd, powsr and defenss housing
programs, on employment and prices, and on threatensd and actual
bottlenscka.

A good deal of this could be worked up in conjunotion with
ths Defense Commission since much of 1t is information 1t ahould
have currently. Bowewver, I should think that you would want
it yourself in erder, if for no other reason, to match perform-
ange against assurancos.

If you found the detail too burdensome, you might care to
have ma use my disoretion in ealling your attention only to
those matters about which there may be some question or some
action required, or which give evidance of noteworthy performance.

e
chlin Currie
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THE WHITE House _ A LA
WASHINGTON
June 13, 1940.

MEMORANTUM FOR THE PRESIDENT:
Re: Loeal Defense Committee.

I've had one or two further ideas on the suggestion
I made the other day.

1. It would be important to insure that the local
committees had actual work to do as well as being study
end advisory groups. I am convinced thet there is
plenty of actual work to be done.

2. ©Such committees might well furnish a broad
basis of support for the WPA, health, education and

tralning progrems.

3. It would be desirable to steer them away from
uncovering bBubversive activities since this is a Job
for ‘professionals, and amateurs invariably bungle it.

4+ Unless we teke prompt and well-considered
action, we may find ourselves confronted with a lot of
nlt—mnﬂituﬁﬁ_ and uneoordinated local groups.

5+ As a first step in planning the mctivities

and form of organization you might oconsider bringing
Clarence Dykstra in.

uchlin Currie
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June 13, 1940.
MEMORANDUM FOR THE PRESIDENT:

mwgw

I think the attached suggestion has
suffiolent merit to bring to your attention.
It was glven me as representing the vlews
of a group of solentists in town.

L

Lauchlin Currie
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L. Solutlons-
I. A Joint Research Board composed of civilian and military men

mummmmmm;
of & glviliay research man, pot from the Governmenmt.

II. The Board should be autonomous, free from military and
political control and provided with fumds sufficient to
organize for military work & considerable fraction of the
entire soclentific and research establishment of the U. 8. A.
It is estimated that $200,000,000 (for 1 - 2 years) will
cover this adequately. ( »,000,000 to $150,000,000 is
spent anmually for industrial reseasrch in U. 8. A.)

ITI. The board might consist of representatives from each
major field of science, engineering and military operations.
It should have the authority to call for the services of
individual service officers having qualifications fitted to
special problems and uses.

IV. The Functions of the Board should be
(a) To find better solutions quickly for specific military
m_l

(b) To make military and paval applications of modern
technical develofments whose value in warfare has not
yet been realized. J

Ds Frocedursi-
A suggested plan of attack might be for the Board to do the
following things:

1. To immediately make a detailed survey of the existing
resources for research and development in this country -

with perticular reference to military use - 1. e. - menm,
techniques, laboratory facilities and existing lines of
organization.

2. Select the organisations, parte of organisations, individuals,
and research facilities which can be effectively used
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(a) for intensive fresh attacks on recognized military
problems,

(b) for devising mew military uses of technical and
scientific Imowledge, ,

3+ Mobilise these units in the service of the nation and keep
the men from being scattered among other war tions
by official orders as this scattering, if it occurred, would
result in the lose of effectiveness of existing research
teams,

4+ Provide funds to operate these units in thelr attack on
military prablems.

(Close lisison with the Army and Navy, with independence

of action is essentisl here. A flux of Service officers
into and out from this Joint Board would serve to bring

the practical elements into research and to bring

research developments into practicve as rapidly es possible.)

Amportant

Fundemental research looking toward new military objectives
should be a specifically stated objective of this Board perhaps
under one or two members specially charged with this function, Unless
this function is expressly stated engineering developments of
'mnﬂul'ﬁiuu—miunlﬂarnﬂnummmml-ﬂu
overwhelm the most potent pew things which can be done.

It should be emphasized that it is got the function of this Board
to take over the existing development work, on more or less obvious
W,Mhmmnlmmw;ndhw. This Board is
winrﬂ;mmmdhnuhmhulomhofﬂdtﬁnpmﬂmt

This fact, well publiciszed, in itself will be a powerful weapon.
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THE WHITE HOUSE
WASHINGTON

January 9, 1941.

= It is suggested that you recommend
to Congress legislation providing for more effective
control of bank holding compenies and for the
gradual separation of banks from holding company
control or ownership.

ts - 1. The bill sponsored by Senator
Glass in 1938 prohibited further expansiocn of bank
holding companies and provided for better control
of existing companies. The present proposal con-
tains a "death sentence" and is, therefore, much
more drastic.

2. I sm very sympathetic to the
objeotive of this proposal. I am a little worried,
howsver, that the endorsement of this much more
drastic proposal might be interpreted ms & punitive
measure directed by Secretary Morgenthau against
Glennini. Giennini is rather good at the "martyr
act." Moreover, in view of the present strained
relations between the Treasury and the Federal
Reserve, the fact that Mr. Ecclea' family has a
bank holding company might lead some maliolous
people to suggest that this 1s a personal measure
of retaliation by Secretary Morgenthau against Mr.
Eccles. Finally, I em not at all sure that Mr.
Crowley is prepared to go beyond the 1938 proposal
and I think this might very well be checked.

e e
-— T T
,ﬁn Currie
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THE WHITE HOUSE
WASHINGTON

January 13, 1941.

I have had a longz talk with Marriner about the Federal Reserve
Statement and monetary legislation in general. As a result I feel
more hopeful that something agreeable to your wishes can be worked
out in an amlcable way.

Marriner is fully aware of the anomalous position of the Federal
Reserve as an independent body asking for powers which are of wital
goncern to the Administration's whole economic program. In exchange
for these powers, therefore, he is prepared toc go along on

(a) abelishing benker ownership of stock in the Federal Reserve
banks

(b) prohibiting bankers from serving as directors of Federal
Hesorve banks

(e¢) making action by the Board or the Open Market Committee
subject to the approval of the President. (Politically I
think this preferable to approval of the Secretary of the
Treasury.)

: The guestion of your emergency powers will be a little more
difficult. You might care to consider giving up one or two of the
less important in exchanse for inereased powers over Federal Reserve
poliey. Marriner also talked over with me his suggestion of a
Monetary and Fiseal Commitfee, which I think would be an excellent
way of coordinating policy and reducing areas of disagreement. It
would also have the incidental value of giving him a more active role,
and with some voice in the formulation of fisecal and direct price
and priority policy there would be much less danger that he would
advocate excessive monetary restraints.

When you have made up your mind as to what you would like to
have done, I think I might be of some help, by golng back and forth
between the Treasury and the Board, in securing general agreement
on specific points.

Lauchlin Currie
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Jamuary 13, 1941.

This conference, in which you evidenced some interest, was
held on December 13, in a room at the Hay Adams. I understood
that it grew out of & discussion between Jerome Frank and Eddie
Greenbaum, who 1s now with Patterson in the War Department. Others
who attended were Ben Cohen, Lowell Mellett and Herbert Gaston.

The discussion, which got rather heated at times, centered
largely on the role and responsibility of the press in general,
and the Times in particular, and the Times? handline of the
Logan-Walter Bill. Sulszberger attempted to develop the thesis
that the freedom of the press was one of the four props on which
our democracy stood and that any eriticism of the press to that
extent weakened the foundations of our democracy. He was a bit
taken back to encounter dissent from Judge Patterson, who saild thet
he thought it was very healthy for the courts to be subjected teo
eriticism from time to time and he hardly thought the press was
entitled to more immunity than the courts, Sulsberger was very
evidently on the defensive most of the evening and tock refuge behind
the "collective mind® of the entire editorial staff of the Times.
He brousht out the interesting fact that Merz, the Editor-in-Chief,
was formerly with the New Republic, and Haszlett, who writes most
of the economic editorials, with the Nation. This 1is another
illustration of the fact that when a person starts on the left and
moves to the right he usually ends up further to the right than
people who have been there all the time,

I put in a little plea for more respensibility in the handling
of the labor-defense news stories, saying that the task of main-
teining unity was difficult encugh without having any irresponsible
proposal by any obscure Congressman given front-page prominence
in the Times.

I think the meeting accomplished some good to the extent st
least of putting Sulzberger more on the defensive, I have been
in freguent communication with him since and I am lunching with
Mr. Haglett in a few days. Lowell tells me that Krock saw him
right after our conference and made the rather astonishing proposal
that the greatest blow for the freedom of the preas would be for
Thurman Arncld to institute a sult against the Asscciated Preas

as a monopolyl
hc A N
~—

Lauchlin Currie
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THE WHITE HOUSE
WASHINGTON

January 15, 1941,

. After leaving you last night I immediately got 4n
touc th Forrestal and discussed with him the possi-
bility of Tom's taking the position of Assistent
Secretary of the Navy. He at first said that he would
be delizhted to turn his own post over to Tom. I said
I was sure that would be unscceptable both to you and
to Tom. He then said that of course he got along very
well with Tom and would like to have him as Assistant
Secretary. He said that Knox might take a little
winning over as he had his om candidate, but that he
thought that with your active support he could win
hdm over, Recently he arranged a meeting of Knox and
Tom and he sald that as a consequence Knox received a
much better impression of Tom than he had formerly.

He said that he would take the matter up directly with
Knox end that he hoped you would do the same. He did
not anticipate any difficulty from the present incumbent.

Forrestal then asked me to pass on to you the
following:

1. He had been talking to Polk and was very hope-
ful that Polk would take an active part in lining up
suppert among his numerous conneections for the
Administration's forelgn and defense policies.

2. He thought it would be helpful if you would
see Lewls Douglas.

3. He thought it might be & good idea to get
down in connection with Naval Intelligence.
He thought that he could make a real contribution
there and his acceptance of the post would of course
in addition tie him in closer to our general program.

<=

Lauchlin Currie
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THE SECRETARY OF THE TREASURY

February 25, 1941

Memorandum for General Watson:
In accordance with the

President's request, this memo~

rendum is being returned for his
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THE WHITE HOUSE
WASHINGTON

I am outlining very briefly some of the possible courses of action
developed in our discussion this morning, As I told you, Mr. Eccles
would not oppose ary proposals tending to tie in the Federal Reserve
more closely with the Administration. Such proposals would include
redeeming stock in the Federal Reserve Banks now held by member banks;
would disqualify any banker as such from serving on the Boards of
[irectors of the Federal Reserve Banks; would provide for conversion
to the Treasury of any earnings after the surplus account hed reached
& certain flgure. I am also pretty certain that he would not oppose
any proposal to abolish the Open Market Committee and transfer its
powers to the Board. Finally, in the interests of a coordinated
economie program he would not oppose granting the President veto power
over the actlons of the Board nor the power of the President to require
action. All of these changes, of course, would be extremely unpalatable
to bankers and the financial commundty.

In exchange for msking the Federal Reserve System more truly a
public system and the additional control granted to the President over
domestic monetary poliey, you might very well consent to a removel of
the power to issue three billion dollars of greenbacks. You could even,
if necessary, consider letting the power to devalue the dollar lapea,
provided that the Stabilization Pund was retained, and also Section 8
of the Gold Reserve Act that provides that the Secretary of the Treasury
may purchase gold "at such rates and upon such terms and conditions
as he may deem most advantsgeous to the public interest®. It is gquite
true that purchases of gold at higher than the statutory gold price
would entail a loss to the Pund; however, it does provide a means of
meeting the threat of excessive forelsn currency depreciation and the
threat itself msy be sufficient to prevent such a depreciation from
taking place.

In a possible post-war deflation you would then be in a position
Eu; to offset or prevent excessive foreign currency depreciation,
b) to increase government expenditures through the use of the Stabil-
ization Fund end the remsining silver seigniorage power, (¢) require
the Federal Reserve to reduce reserve requirements,



Msmorandium for the President.
Proposed Banking Legislation.

Having secured complete control over Federal Reserve policy
you might then consider asking that the Federal Reserve be glven
completely adequate powers to cope with any concelvable inflation-
ary development. You could, for example, suggest that instead of
the Federal Reserve's power to raise reserve requirements being
limited to double existing requirements, a limitation imposed by
the bankers on the Federsl Reserve, it should have unlimited power,
You could even suggest that emergency power be provided to prohdbit,
for a limited period, any increase in individual banks' total loans
end investments not offset by an increase in savings deposits.

The combination of these various proposals would, of course,
be strongly opposed by some, Your positien, however, would be
eminently "sound". The resulting line-up would at least serve the
purpose of bringing out clearly that the bankers and finaneial
community are not really as concerned over inflation as they are
with taking powers awsy from you.

,,(..._ﬂf@.;

Lauchlin Currie

-2- January 22, 1941.
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THE WHITE HOUSE
WASHINGTON

March 12, 1941.

giftes are being forwarded to you and Mrs,
Roosevelt from Dr. Kung. I am also
enclosing a letter of personal greeting

to you from the Generalissimo. I have
another communication from the Generalissimo
which I should like to discuss with you.

In addition I have many verbal messages and
commlssions and I should like at your
convenlence to spend some little time in
going over the whole Chinese situation

with you.

hlin Currie
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March 17, 1941.

Re: Roy Howard,

LT. V. Soong's Assistant,
Dr. Rujul:.nm, teld me that on
March 12 Roy Howard had drawn
T. V. Soong mslde and suggested
to him the desirabllity of
exploring ways and mesns of
econcluding a peace between China
and Japan.

T

Lauchlin Currie
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April 23, 1941

MEMORANDUM FOR LAUCHLIN CURRIE:

Please tell Marriner that I
think his views am be presented
to the Doughton Committee, and that the
invitation to him should come from that
Committee. The same thing applies to
the presentation of views to the Ways
and Means Committee by Mr. Leon
Henderson, and possibly Chairman
Eicher of the 8. E. C.

Please keep the enclosed for me

for later use.

k r' Dl Ro

Enc.

/ 'r_??ﬁw—-‘{-“ Boce f:Jn.‘-—-.ir-‘;f"-_-
A gl
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BOARD OF GOVERNORS

ar THE
FEDERAL RESERVE SYSTEM
; WARHINOTON

\“‘“Jj OFFICE OF THE CHAIRMAN

April 22, 1941,

My dear Mr. President:

At your suggestion, Mr. Sullivan of the
Treasury briefly outlined to me the Treasury's tax
program. As a result of that conference and of pre—
vious extensive studies made of the tax problem, I
have prepared a tax program as outlined in the enclosed
memorandum. It is similar to the Treasury's proposals
both as to its total yleld and in the general revenue
sources on which it draws.

It differs materially, however, in the
method of computation of excess profits and the tax
rates therecn, the Treasury's proposal, in my opin-
ion, being entirely inadequate.

| The proposals in the attached memorandum
call for less revenue from individual surtaxes and cer-
. tain exclse taxes, which are offast by a greater revenu:
from excess profits tax.

Respectfully

The Honorable
| The President of the United States A
The White House.
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A TAX FROGRAM

Excess Frofits Tax - The present statute, falling far short of the intention
stated in THe President's message of July 1, 1940, "to ses that a few do not galn from
the sacrifices of the many" in the task of arming for nationsl defense, should be
drastically revised. Labor can not well be asked to moderate its demands if employers
are permitted to retaln huge profits., After paylng taxes reflecting increases already
made and in prospect, meny individuals will have less money left then they had before
the defense progrem got under way; mesnwhile, many corporations are meking more momey,
even after taxes, then they ever made before. In contrast to individual earnings,
these corporate earnings escape the full foree of the individual surtexes because they
may be retained without penalty. An effective excese profits tax is the best way to
make them bear their fair share of the tax load.

Specific Proposal - Fix the excess profits base et not more than 10 per cent
or less ﬂh%‘pw_lu:%'!ﬁéi"im-tud capital, the exact figure within these limits to
bo determined by past earnings experience., Retein the present specific exemption of
$5,000. On excess profits over this sxemption, levy rates as follows: 25 per cenmt on
the first $20,000; 50 per cenmt on the next $25,000; 75 per cent on the remainder of
excess profits. Retain the provisions of the present lew providing for specipl treat-
mant of hardship cases.

Special Defense Tex on Corporate Incoms - Raising the rate of normal ecorporate
income tex would Increase the velus of the tex exemption privilege on income from over
$20 billion of outstending Federsl Govermment securities. In order to levy upon such
income, enjoying immunity frem nermel tex but not from surtexes, a fair share of the
incrbased tax burdens which the community at large will be called upon to pay, a
defense surtex on corporate income of & per cent, in sddition to the present normal
rate of 2l per cent, is proposed,

Personal Income Tex - This is the most equitable of all taxes and should be
mede the bmckbome ol our tex structure. Up to now, however, we have failed to make
as full use of the personsl income tex as other demcoratic countries have done, with
the result that it ylelds only about 20 per cent of total Federal revenus. Pressures
on Congressional Committees have resulted in en income tex statute shet through with
inconsistencies, inequities end immunities for minority groups of taxpayers.

oific Proposal - (a) Tex the incomes of husbands and wives as a single in-
comes The pr oge o ing separate returns is a tex-avoldence device that in
practice is valuable only to wealthy couples, and practically all wealthy couples make
use of it. Frofessicnal services of a high order st the Govermment's disposal are ade-
quate to remove the legel obstecles to this proposel.

(b) Lewer the present personal exemption of $2,000 for married persons to
$1,600. The revenue thus obtained from the better paid wege-earners, together with
existing and proposed consumption texes paid by this group, will go far toward making
good possible losses in excess profits revemue 1f govermmental price-control, in com=-
bination with rising wege rates, should restrict the growth of profits.

(o) Eliminate the present $,000 surtex exemption, but continue to allow
deduction of personal exemption (reduced as proposed above) and credit for dependents
for surtex purposes. GSince an incresse in the normal tax would incremse the walue of
the tex-exempt privilege berme by cutstanding Federel securities, incressed revenus
from the individuel income tax should be obteined primarily by inoressing the surtex
retes, Accompenying upward revision of surtex rates the Pefense Tax, smounting to 10
per cent of the tex computed at present scheduled retes, should be eliminsted, The

proposed schedule of rates 1s shown in Appendix A.



Estate and Gift Taxes - Cm June 19, 1935, the President said "The trensmission
from generation to generation of vast fortunes by will, inheritance or gift, is not
conslstent with the ideals and sentiments of the Americen people. Such inhorited
soconomic power is e inoconsistent with the ideals of this generation as inherited
politicel power waes inccnsistent with the ideels of the generation which established our
govermment." The task of bringing lew inte conformity with popular ideals, begun in the
Hevenue Act of 1935, ought to be finished now.

. 1, Establish a single schedule of rates epplicable to the cumulative totel
of gifts during 1life plus estate passing at death. TUnder present practice, gifts sub=-
Ject to tax in the lowest brackets of the gift tax can be used as e mesns of avolding
texes in the highest brackets of the estate tex. Oreat ascumuletions of wealth cen be
tranmmitted by gift as well as by bequest, and a consistent public polioy would tax
both types of transfer et the seme effective rates. Raise the now unduly low rates
applicable to estates under $10 million. The proposed schedule of retes is shown in
Appendix A.

2. For the present exemptions of §40,000 under the gift tax, $40,000 general
under the estate tex, end $L0,000 insurance under the estate tax -- a totel of $120,000 ==
substitute a single exemption of §25,000.

3. GEBrosden the legel ocomcepts of "gifts" and "transfer at death" so that the
estate tax will effectively reach all trensfers of property that trensmit wealth from
one generation to the next. Transfers from life tenant to remainderman are emong the
widely used devices for avolding estate tax.

Limit the right to meke tax-exempt gifts and bequests tc educational and
chariteble institutions either by limiting the amount of such transfers or by requiring
the gift or bequest to be certified as truly in the publie interest by qualified expert
opinion. Such trensfers often merely reflect the whims of the donor and serve no use=-

ful public purpose.

Excise Taxes = The following execlse texes would fall largely ocn goods reguir-
ing the uge ol scarce materiels and skills needed for the defense program.

Froposed rate Exlsting rate
(Ter cent of manufadturers! price)
Pessenger sutomobiles and motoreycles 20 3.5
Autcmoblile parts and mccessories 15 - 2.5
Radio sets 11 Be5
lschanicel refrigerators 11 5.5
Firearms, shells, pistols, revolvers
(Specifio rates)
Gasoline 2¢ per gal. 1.5ﬁ' per gal
Tzes 3.0¢ por 1b 2.5¢ per 1b
Tubes 5.5¢ per 1b Lie5¢ per 1v
Luxury goods (furs, jewelry, ete.) Verious rates
Revenue Yield - The yleld of these proposels on a full yder basis be
roughly estimated as follows: (Millione of dollars

1. Excess profits tax revisions T00
2. Specisl defense tax on corporate inocome &00
3. Individual inoome tax:

a) Tex incomes of couples as single income 225

b Lower married persons exemption to $1,600 100

Eelse surtax rates and lower exemption To0

L. Eltl‘bn and gift tax 500
5. Expise taxes &25
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AFFENDIX A
EXISTING AND PROPOSED SURTAX RATES
Surtax net income Rate ( cent Surtax net inocome Rate r cent
(Thousends of dollars) sting ged | | (Thousands of dollers) 8
0 to 2 0 L 50 to &0 N 52
2 to L ] 7 &0 to 70 L7 sl
L te & L 10 70 to B0 50 E&
& to 8 6 13 B0 to S0 53 58
B4o: 10 B 16 9 to 100 56 60
10 to 12 10 19 100 to 150 58 [
12 to i 12 ez 150 o 200 &0 gﬁ
U to 16 15 25 200 to 250 (]
16 to 18 18 28 250 to igg &l 66
18 4o 20 21 31 ﬁg to &5 &7
20 to 22 2l 3l to 500 &8 &8
22 to 26 27 7 500 to 750 70 70
26 to 32 30 750 to 1,000 T2 T2
32 to Kﬁ 33 Lz 1,000 to 2,000 73 ?ﬂ
to ﬁg L& 2,000 to 5,000 7. T
to 50 Lo 5,000 end over 75 75
EXISTING AND PROPOSED ESTATE TAX RATES
Not Estate Rate (per cent) Met Estate Rate (per cent
wﬁm.um Froposed | [Fxeeeding| Fqualllng] mg | Fropose
] (30007 :

-— . 10 : g 3 1,000 1,500 32, L&
1o 20 L 6 1,500 2,000 35 L9
20 . Eg 6 10 2,000 2,500 zlﬂ 51
ﬁ‘é 8 12 2,500 2,000 52

50 10 15 3,000 »500 Ll 55

50 70 12 18 Z,gm ,000 L7 57

70 100 i 21 ,000 ,500 50 56
100 150 17 25 L,500 5,000 53 61
150 200 17 25 5,000 6,000 54 2

r 200 250 20 30 6,000 7,000 59
250 Lioo 20 30 7,000 8,000 61 &5
Loo Lso 23 35 8,000 9,000 63 66
Lso 600 2% 35 9,000 10,000 65 67
£00 750 26 9 10,000 20,000 &7 &8
750 800 26 Eg 20,000 50,000 &9 69
B00 1-‘:‘-“:J 29 50.000 L Ll To Tﬂ
Yote: Under exieting law "net estate" ls computed by deducting & Specilic exemp-

tion of §L0,000; under the proposed lew the specific exemptiocn would be reduced
to §25,000.




' THE WHITE HOUSE
'I\"MHIHQTQH

April 25, 1941.

FOR i
Re: Communication with China

With the kmowledge and consent of
Ambassador Johnson and Secretary Knox,
I have been exchanging a few messages
directly through naval radio with Major
McHugh, the naval attache at Chungking,
who enjoys the Generalissimo's confidence.
Thie has been most helpful, but I feel
uneasy about the arrangement, I would
appreciate it very much if you would
regularize the procedure by giving me
your permission to communicate dirsctly
with McHugh on matters pertaining to
lease-lend aid end I could then advise
the State Department to this effect.

4 Q
ughlin Currie
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THE WHITE HOUSE
WASHINGTOMN
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April 26, 1941,

MEMORANDUM FOR
THE SECRETARY OF BTATE

I suppose this 1s all
right. What is your judgment?

F. D. R.

DECLASEIFIED
By Deputy Archivist of the U.8.

By ¥. J. Stewart Date JAN 6 U 1973
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THE WHITE HOUSE
WASHINGTON

April 30, 1941,

MEMORANDUM FOR
HON. HARRY L, HOPKINS

Will you speak to me
about this?

F. D. R.

Memorandum to the President
from Lauchlin Currle, dated April
25, 1941, in re "Airplanes for
chinl under Lease-Lend,
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THE WHITE HOUSE
WASHINGTON

I was introduced to Oumansky
at Hornbeck's cocktail party for, ,
very mach like to discuss China with
me and invited me to luncheon on
Wednesday "if it would not embarrass
me®, I accepted, thinking that I
might be able to pick up something
interesting or significant which I
could pass along to you.

Lauchlin Currie
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WASHINGTON
ll." B. 19‘1-

MEMORANDUM FOR THE PRESIDENT3

Re: Juncheon with Oumansky, May 7.

Oumansky spent a good deal of time detailing to me his diffi-
culties in connection with (a) gold imports, (b) atfempt at redefini-
tion of combat zone to exclude Petsamo and Murmansk, (¢) recognition
of Baltic countries, and (d) export licenses. I looked sympathetic
and asked a few questions, but made no comments. '

What he appeared to be chiefly desirous of learning from me in
connection with China was whether we were actually going to give
substantial aid to China under lend-lease. I replied that I thought
that the aid would be substantial and would be limited only by
physical, not financial, reasons. He asked me whether I had encountered
any feeling at Chungking that substantial American aid would enable
the Chinese to dispense with Russian aid and adopt & more belligerent
attitude toward the Chinese communists. I replied that I had encountered
none. Finally, he inquired rather closely of me whether I knew of any
impending "appeasement" move on our part viz-a-viz Japan. I replied
that I did not. He appeared to be dissatisfied with my answer and
said that he would not be at all surprised if Matsouoka did come here.

r
r

One rather interesting thing he told me was that Dr. Quo Tai Chi
passed on some information to him from the Chinese Ambassador at Berlin,
whom Quo Tai Chi had met at Lisbon. This was to the effect that the
German foreign office was highly displeased with the Russian-Japanese
Pact. Oumansky also said that the Russo-Japanese Pact would not lead
to any weakening of the Far-Eastern Siberian army.

I questioned him as to the significance of the Stalin-Molotoff
move. He iInterpreted Stalin's assumption of the premiership as a
symbolic move, indicating the gravity of the crisis, and associated
it with Lenin's position as premler in equally serious times.

uchlin Currie
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THE WHITE HOUSE
WASHINGTON

/ July 19, 1941.
Ret Chinese Alrcraft Program,

Attached is a Report of the Joint Plamming Committee, concurred
in by the Secretaries of War and Navy, and the Joint Board, on the
Chinese Short-Term Aireraft Program. It was prepared in response to
my request for recommendations to you.

The recommendations are as follows:

a. With regard to Polloy:

1. That the United States and Great Britain, subject
to United States and British requirements, furnish material
aid to China by providing airecraft of pursult,bombardment,
and training types, together with accessories, spares,
armament and ammunition, in quantitiesm sufficlent for
effective action against Japanese military and naval forces
operating in China and in neighboring countries and waters.

2, That the United States provide a cadre of American
instructor pilots in China aided by such technical personnel
and equipment as may be necessary to the accomplishment of
the training of Chinese personnel as flight maintenance
crews, This instructor cadre will render assistance
in the maintenance and employment of all traifing and combat
aireraft, and equipment pertaining thereto, which has been
made available to China by the United States Govermment.

3, That to aid China in the proper utiliszation of the
large amount of material resources being furnished by the
United States, the United States send a military mission to
Chine to act in an advisory capacity.

b. With regard to the Short-Term Aircraft Program for China:

1. That aircraft, together with accessories, spares,
armament, and ammunition be made available to the Chinese

Government as follows:
(a) 144 Vultee 48 C and D, Pursuit, from stocks or

production allocated to China by the Joint Adr-
eraft Committee.

b) 125 Republic P-43 Pursult, now on contract to
th-sng.nntﬂuumnt. 5



um for the President

Chinese Aireraft Program
e

(o) 33 Lockeed Hudson, Medium Bombardment, from
stocks or production now allocated to the British.

(4) 33 DB-7, Light Bombardment, from stocks or
production now allocated to the British. -

(e) Accessories and spares to be scheduled for
production or made available from stooks controlled by
the United States or Great Britain, as the case may be,
to accompeny each group of planes.

(f) Armement end ammunition from stocks or produc-
tion controlled by the British.

2, That delivery of aircraft indiecated in recommendation
2 (1), (a) to (d), inclusive, be conditioned upon the diversion
of adequate armament and emmunition to permit their efficient

employment in combat.

The recommendations to which your attention is specifically directed
are those dealing with the diversion of a limited number of medium and light
bombers from the British, the diversion of a limited smownt of armement and
emmunition, mow being produced in America for the British, and the proposal
of a military miseion.

On the diversion of bombers, armament and ammunition, I have prepared
for you the accompanying directives which the Secretary of War can transmit
to the Joint Adreraft Procurement Committee and the appropriate Ordnance
Comnittee.

I bed previously raised the qusstion of a Military Mission to China
with Mr, Welles. He feels strongly that all our relatioms with the Chinese
Government should be tied in with the Embassy, that increased military
representation in China, if necessary and desirable, should take the form
of appointing a Military Attache of higher rank than the Colonel mow there
end of additional assistant military attaches mseigned to different tasks,
and that, finally, the lease-lend "expediter® in China should be a eivilian,
Mr. Hopkine conours in these views. It so happens that one of the ablest
officers in the Far East Foreign Serviee, John Carter Vincent, is now acting
temporarily as Counselor at our Embassy in Chungking. He knows China,
speaks Chinese, and 18 a close friend of Lattimore. His detail as lease-

end expediter would be agreeable to Mr. Welles and to mas.

I would suggest, as a possible way of reconciling the views of the
State Department end the War Department, that the man the War Department
has in mind to head the mission, General Magruder, be appointed Military
Attache with the understanding that in the event of hostilities, he would
become head of a Military Mission. This is the arrangement the British
have worked out in Chungking with their Military Attache, Major-Gemeral

Dmr'o
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I would also like to recommend that you approve the suggestion of
detailing John Vincent as lease-lend expediter in Chungking.

uchlin Currie
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THE WHITE HOUSE
WASHINGTON

August 25, 1941.

I'm attaching & cable from Lattimore which
was doubtless inspired by Chiang, I think the
idea back of it is & continuation of the effort
to make it appear that China is an equal partner
in the whole effort. Since I am assoclated in
the Chinese mind with China, my presence in Moscow
would imply that I'm "representing® China which,
fmmchlang'npoint.nfdn, would be the next
best thing to having one of his own men in on the
deliberations. This impression, of course, would
be reinforced by my going via Chungking. It would
provide him with some answer to his internal eritics
who are charging that the Western powers are only
using Chins for their own ends,

In addition, of course, something constructive
eould be done in coordinating Soviet-American
aid to Ghinl'.




i

e Chungicing, Auxﬁt 24, 1941

Currie
The White Housze

Believe it would have excellent effect if President would appoint you
participate Moscow discussions going there via Chungking in order to
coordinate aid to China and Soviet.

Lattimore
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THE WHITE HOUSE
WASHINGTON

September 19, 1941.

E.Lﬁ;m,mmm
organising the only private Russian war
relief organization in this country,
consulted me on the question of a promin-
ent person to head the

tion. He said that he would like to get
Mr. Joseph Davlies, but that Mr. Davies,
while sympathetic, did mot feel he could
combine this post with his present post.

In view of the close vote of the
heﬁmlqimﬂmrmtinnunth-qucum
of support for Russia, and various other
indications of hostility with which you
are familiar, I think the cholece of the
head of this particular organization is
far more important than just securing
money for relief. It occurred to me that
if somebody like John D. Rockefeller, Sr.,
could be induced to head the organization
th!.umlddomhtomthlhnnﬂ.ttr
and timidity and would enlist more support
for the military aid to Russia policy.

'lnldmli.h-hdutwth:l.n;
further on this matter?
hlin Currie
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THE WHITE HOUSE
WASHIMNGTOM

September 23, 1941

WEMORANDUM FOR LAUCHLIN CURRIE:

Will you speak to Joe Davies
and Sumner Welles about this? I do
not think John D. Rockefeller, Sr.
is the ideal man.

F«.D«Ra
Memo of Currie's to the Pres. Sept. 19th

in which he mentions John D. Rockefeller
Sr. to head Russiesn War Rellef
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THE WHITE HOUSE
WASHINGTON

In accordance with your suggestion, I
took this matter up with Mr. Joseph Davies
and Under Secretary Welles. Mr. Davies'
first suggestion was Owen D. Young. Mr.
Welles suggested that it might be desirable

; _tnhﬂlmc;thbuelm. He

undertook to check with Monsignor

and Frank Walker. Monsignor Ready suggested
Charles T. Fisher, one of the Fisher brothers,
afCatholic, and president of the National

Bank of Detroit. He is also prepared to

sound him out. Mr. Welles tells me that

Frank Walker thought this was a good suggestion.
Assuming that Mr., Fisher is available, the only
objection I see is that he is not a nationally
prominent figure. Al Smith is prominent, but
I suppose he wouldn't take it on. Still
another possibility, though not a Catholic,

is former Chief Justice Hughes, though Mr.
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THE WHITE HOUSE
WASHINGTON

October 29, 1941.

Mr. Welles told me that he had been
informed by Monselgneur Ready that Charles
Flsher had been approached and would accept
the chalrmanship. Accordingly, after your
approval, I suggested to E. C. Carter that
the invitation be extended to Fisher. WNr.
Welles then called me and sald that Fisher
would only accept if urged to by the Red
Cross or Administration and he suggested
I call Fisher and say that hoped he
would accept. I did so today. Mr. Fis
asked time to consider it and then call
me back saying that he could not accept
personal reasonsj that his bank needed
his time and he could not afford to tak
leave of absence.

]

r

-
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THE WHITE HOUSE
WASHINGTON

Hovember 3, 1941.

‘The attached cable from Owen Lattimore
contains some interesting gossip and brings
out one new element in the situation, the
shortage of food reserves in Yunnan.

I think we can help on that by providing
food through lease-lend for the hundred thousand-
odd workers on the Yunnan-Burma railroad pmjaut.
I have despatched a cable to General
inguiring as to the feasiblility of this poulibil-
1“,1

I am making arrangements so that the

thirty-four volunteer pilots en route to China
should get there very shortly.

C.<f.¢.=—_; o
Lauchlin Currie
P.S. The Secretary of State has this cable,



Chungking, November 2, 1941.

Cable to
Dr. Lauchlin Currie:

Just returned from Yunnan. Military potentialities there worry
provincial as well as central authorities. Governor Lung Yuan told me
he had not been seriously alarmed hitherto but now urged me to entreat
Generalissimo for greatly increased aid and small food reserve combined
with transport slowness meaning that large scale military activity would
cause grave complications. Consequently in Yunnan even mountainous
terrain would cause Chinese defense more disadvantage and less advantage
than elsewhere and medium size Japanese offensive well covered by air
force and backed by transport might succeed in deep penetration. Control
of air is decisive factor.

Returned from KEunming with Mowrer who reported British Malaya
Burma air forces very confident their superiority to Japanese. Australian
land and air forces would even like to undertake preventive intervention
in Thailand. However divided councils among British with some much more
passive than others. Duff Cooper especially critical of home goverrment
lack of initlative. He told Mowrer that three days before fall of Konoye
Cabinet Craigle wired Mecca approximately, "Time now suitable for real
peace with Japan hope this time American cynicism will not be allowed to
interfere with realistic statesmanship®,

Personally consider pivot of Southeastern Asia for immediate future
is Yunnan not Thailand. Politically the key is immediate American
initiative in coordinating defense of Yunnan against threat to Burma
Foad. Without American initiative danger that British will do too little
and do it too late. With America and Great Britain becoming active Central
Government could rapidly overcome remaining provincial and internal
organizational difficulties on Burma Road &nd traffic would greatly increase.

Lattimore .
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THE WHITE HOUSE Carrre

WASHINGTOMN

In mccordance with your requast, I am
attaching & prelisinery report. I think
there may be some justification for ralssd
oyebrows at the over-all total and, parhaps,
a% the number in Informetion mnd saope other
agencles. If you wish, I can secure & more
deteiled brenk-down, along with s statement
of duties, from Sir William Douglas im about
& weak, Sir Willism Douglas is the Treasury
official recently sent over to investigate

the whole set-up.
T

Lauchlin Currie



EZAFY OF ERITISH MISSIONS IN U,5.A.

1. The attached statement shows the numbem of
staff employed with the various British Missions, according
to the best information which 1s readily available. For
the most part the figures relate to the end of Saptember,
and there will have since been certain variations, but
not such &s to affect the broad picture. The statement
does not include the large Inspectorate Staff, which is
employed on day to day technical duties in widely
dispersed factories, since the object has been to give
& picture of the Headquarters Staff mainly serving in
Hew York and Washington.

2. It will be seen that of the total number
employed only some 18% of the male staff and 5% of the female
staff have been brought out from the United Kingdom. The
majority of these are serving officers and other ranks
employed with the Naval, Army and E.A.F. Delegations on
service and technical duties. The remainder of the staff
have been recruited in America, and are largely U.S.
Hatiomals, though there is a fair proportion of Canadians
and a few locally recruited English. H.M.0, have impressed
upon all Missions the necessity of keeping staffs and costs
to the minimum consistent with efficlency. A senior
Treasury Officer has been sent out by the Cabinet to go*
into these questions onm the spot.

3. It would be difficult to ascertain, without
some research, what proporticn of the U.KE. based male staff
are of age for active military service, but i1t is certain
that, apart from those in the Naval, Army and R.A.F.
Delegations, the number is relatively small. A recent
enquiry covering the Eritish Purchasing Commission and the
British Air Commission showed that only one U.K. based
eivilian was below the age of 30, It is the policy of H.M.G.
not to send out any fit person of military age unless he has
speclal qualifications and it is clear that he is of more
value to the war effort here than in the armed forces.



HETURN OF STAFF IN BRITISH

— UK BASKD ~ LOCALLY ENGAGED _ TOTALS

Mop  Women Total  Mep Momen | Total Msn  Women = Jotal

Supply Council 3 - 3 26 35 &1 29 35 &4

B.P.C. 63 - 64 1,99 1,111 3,115 2,057 1,122 3,179
(a) (8)

Br. Adm, Del. T L8 122 n ] 90 105 107 212
{c) (D)

Br. Army Staff 117 12 129 48 139 187 165 151 316

B. Food Migsion 8 - B g 19 27 16 19 g

B.Petroleun Mn. 1 - 1 5 14 19 & 14 20

C. 8. 0. & - i 3 8 n T & 15

B. Shipping Mn. 9 - g 1 12 13 ic 12 22

B, i € 158 & 162 402 418 B20 560 422 982
(E) (F)

R.A.F. Dal. icc 45 145 T 9% 165 i7 139 31c

Information 23 - 23 105 101 206 128 101 229

N.E.W, 18 2 2c 4 81 125 &2 83 LS

Embassy 45 16 61 27 B0 107 72 96 168

623 128 751 2,765 2,181 4,6 3,388 2,309 5,697

' (a)
: Ministry of War Transport ATC
6,167

(a)
(B)
(o)
(o)
(E)
(F)
(a)

Includes 5 ratings

Includds 33 W.H.N.S.

e 32 other ranks.

All A.T.B.

Includes B other ranks.
" 29 Wk AP,

Datailed figures not yet aveilable.

engaged locally,

Staff almost wholly
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THE WHITE HOUSE
WASHINGTON

November 14, 1041,

MENORANDUM FOR LAUOHLIN OURRYE: |
P

Po you think I have any case | )
to fake uwp with the British Bebassy? |
I douds 18, \

l'.l.l-
\_I‘\\

Memorandum for the President from Hon. Lauchlin R
Currie, 11/12/41, with enclosed preliminary report ks
of the Staff of British Missions in U.S8.A. Mr. 4
Currle can, 1f the President's wishes, secure a

more detailed break-down, slong with a statement

of duties, from Sir William Douglas in about a week,

Sir William Douglas is the Treasury official

recently sent over to investigate the whole set-up.
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THI WHITE HOUSE
WASHINGTON I A i ¢

I think you will be interested to
learn that by November B we had shipped
to China, in addition to & lot of trucks,
materials for arsenals, ete., etc., the
nﬂhmhgimmuoronhumm

200 .50 caliber anti-aircraft guns.
1000 Bren machine guns.

68 .75 mm. pack howitzers.

11,000 sub-machine guns.

35 scout cars.

700 Jeeps.

We expect to get more ordnance
items off shortly and shipments of new
pursuit ships will. commence by the end
of the month. Shipments of bombers are
being held up because of failure of
equipment to Be sent from England.

,%‘ﬁécfl.‘

Lauchlin Currle

r102-A

L2379
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by November 8, 1941

.iﬂlnd.ﬁﬂm.lmiﬂmfwlﬂﬂmﬂ'lmipﬂhim...l,m.uﬂﬂruudl

+50 eal. Browning antl-alreraft gund « « « ¢ o« ¢ o ¢ o &« » « 200 guns
Evore e
"

cartridges, tracer, for Browning guns . . .
Lol .I.-P- " " L] ® & & 8 & = &

. ." L) L * 5 = =

1,000 guns

" Ball
2303 cal. Bren machine guns . « « =« « « & & = = s s w e
Bk R R e 10,001,442 rounds
- & & &% = = » 2&'

cartridges, Ball, for Bren guns .
mmlfwmﬂm...-ooito
68 howitzers

6,500 rounds

75 mm. pack howltzers
HI!. Ihllll fﬂ' h'ih'r. - - L] - @ - - & - - -
.kﬁm.Mnﬂh-mhiMElml--.-.'---.--- u-mm
11 box magazines (11 rounds) for sub-machine guns . . . 55,000 magaszines
35 cars

o
- ® - L[] . ® a - .

Samtw.,u-ititliilniui
T00 cars

Hk—mmmmmuhﬂ-.-..-...-

awensT™



Vv ﬂer.ﬁ?{é, ey

THE WHITE HOUSE
WASHINGTON

November 256, 1941.

MEMORANDUM FOR THE PRESIDENT:
Re: Apcointment for instructions re,
proposed Anglo-American Economic

In eeccordance with your instructions
some time back I have been keeping in touch
with the groups working on post-war planning.
A metter has now come up which I don't feel
able to handle without seeing you. Plans
have been made for an important conference
of Mofficiel people in their private capacity".
I would like to discuss certain angles of
it with you and also get guidance on the general
handling of groups working on post-war planning.

i e

Lauchlin Currie
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THE WHITE HOUSE
E!y WASHINGTON

January 2, 1942,

HANLI i THE PRESIDENT:
Re: Sino-British Relations.

I hsve been distressed by a series
of actions and misunderstandinss that
have wiven rise to unnecessary and
possibly dangerous resentments, suspicions
and frictions between the Chinese and
British. I am in receipt of ansther
stronegly worded cable today.

It occurred to me that the mattar
is sufficiently important thst you
might like me to tell the Prime Minister
some of the story which I am sure he
does not know and make some surgestions
looking toward establishing more cordial
relationships,

TR

Lauchlin Currie



/BF Exec. Die G__iu%

THE WHITE HOUSE
WASHINGTON

January 19, 1942,

MEMORANDUM FOR THE PRESIDENT:
Re: Request for appointment,

I am becoming convinced
that only hercic messures can
save the situation in Burma.
I should appreciate the immedizte
opportundty to acquaint you
with certain information that
has come to hand. £

P il i

Lauchlin Currie

Tl (FMM e
} j wll ¥ %
UL}L Cunet 1 /;;/yz_



THE WHITE HOUSE
WASHINGTOMN

AEUORANDUM FOR THE PRESIDENT:

March 17, 1942,
R P
Re: Some Notes on the Military Situation in India,

I'm attaching some notes on the Indian military
situation. The picture is not a reassuring one either
in number of troops or in training and equipment. So
far as I can discover, no equipment other than that
accompanying the proposed reinforcements is going
forward. Events can easily result in the diversion of
the reinfercements which in any cese are scheduled to
arrive some months away. (I shall be surprised if it
proves feasible to divert one division from the Middle
East). The removal of the fleet to the West Coast of
India is disturbing.

I do not think ordnance en route for China should
be diverted to equip Indian forces. It is desperately
needed in North Burma. Consideration might be given,
however, to

(a) dispatghing additional equipment to bring
the poofly armed British and Indian
divisions up to strength. This applies
particularly to tanks,

(b) puttinz ene or two American divisions
in India.

, {¢) basing additional submarines in Caylon

to operate against Japanese transports
in the Bay of Bengal,

¥

P oo

uchlin Currie
DECLASSIFIED
By Deputy Archivist of the U.8,

Bv W, J. Stewart hnti_!gu 3" 19?3

N |



At the present time there do not appear to be more than
IB,QOD to Eﬂ,mﬂ British tmpﬂ in mﬁ, and about 60,@
regular Indisn troops. In addition, there appear to be mbout
15,000 British troops and about 35,000 Indian troops in train-
ing. It was stated in Januery that the seven British and Inddien
divisions in tredning hed in all 30 field guns, 60 tonks, end
130 anti-tenk guns. It was further stated thst all small arms
were woay under strength and that officer materisl was lacking.
Of the regular troops an irreducible number is required for
Northwest Frontier and internal security purposes,

2. Arms production in Indias,

Inform=tion avcilable indiecates that the monthly arms
produetion in India is as follows:

Pack EUNE » s » # 5 s » # & 5
Id.ghl‘. machine EUNB: o« & » & = 150
Rifles, . . L T T T R T, '?,!'JI'I'
Smell arms ammunition D l,m,tm
Lizht artillery smmunition, . £0,000 rounds

In other words, current Indian arms production can meke but a
small contribution towards the arming and maintenance of the
Indian army.

3. FKorces in Ceylon,

The mein force consists of one poorly-armed Indian divisien,
comprising 8,000 to 9,000 men. In addition, there are a few coast
guns and anti-aireraft ecuipments.

4. Heval forces in the Indisn Ogeen.

A considerable force of British battleships, eruisers, and
destroyers 1= reported to heve been ordered from Trinconalee in
Ceylon to Bombay,

5. [Eritish reinforcements,

It is proposed to send one division to India from the Middle
East and two infantry end one armored divisions from the U. K.
The reinforcements from the U. K. are expected to arrive in May,
dune snd July.

DECLASSIFIED
By Deputy Archivist of the U.B.

By ¥. J. Stewart Date . "’fa

JAN 301973
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Bren machine guns. . . + « & + « .« 41,150
Two=pounder enti-tenk guns . . . «
37 mm. anti-tank guns. + « & & -

(a1l with ammunition)
Scm:t-urlh.--.-o4....

50
60
7 mm. pack and field howltzers. . o)
8
Parenft planes. + o o ¢ & o % o = 140

Ts
Rifl!ﬁ--..-..--;.---?ﬂ'.m
hnmmlllfii'llii m
To mm, pack howitzers. « « « « « 32
155 mm. howitoers: « « « o & = & & 36
Two-pounder anti-tank guns . . . . 35

(211 with ammunition)
Pﬂrﬂuitpllnei-a-q-.---. L9
8.

"Japanese can amass at Singzpore in two
months ecuivalent of one armored and four
infantry divisions, with 500 plznes and
necessary transports. Moving via Penang
and RAangoon, covered by fleet at Andamans
énd by air from Burma fields, they can
land near Calcutta and defeat the British
forces now in India.®

In Colonel Draper's judgment the sefepuerding of India re-uires
(a) a field at Ceylon able to defeat Japanese covering fleet, (b)
sufficient air force to beat off lend attack, (c) five good white
divisions including armored troops with adequate air support, and
several felr white divlsions for internsl security.
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THE WHITE HOUSE ! o>
WASHINGTON

April 4, 1942,

The statement was made that February
and March shipments from this country to
India included 7,500 Bren machine runs nnd
3,500 Thompson sub-machine guns. This should
read 11,000 Thompson sub-machine suns, It
is proposed to ship 1,550 Eren machine uns
in Apr'ilo

Lauchlin Currie

@
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THE WHITE HOUSE
WASHINGTON

MEMORANUUM_FOF THE PRESIUENT: April 3, 1942,
Re: Forces in India and Burma.

I append the Order.of Battle for India as anticipatcd June nnd December,
1942, I am informed by Genersl Dewing of the Eritish Staff that the frontier,
internal security, and garrison troops would not be avnilable to General
havell unless under desperate need, Of the field forces that are aveilstble,
those treined and fairly sdequntely eculpped comprise two Eritish divisions 5
one Indian ermored division, and sbout two Indicn infantry divisions. In
other words, some five divisions.

Equipment is now goins forward from both the U. K. and the U. 5.
February and March shipments from the U. 5. include five lisht tanks, 223
medium tonks, 300 universal carriers, 7,500 Bren machine funs, and 3,500
Thompson sub-machine puns. More tanks, carriers, anti-tank guns, and rifles
(20,000), are scheduled to be shipped from this country in April. It is oy
understanding that more tanks and hesvier funs are going forwerd from the
U. K. My earlier informstion that the fleet had been moved from Cevlon to
Bombay appeers to have been an error, There appears to be a feeling, however,
that it would be rather hagzardous to employ this fleet to engaze the Japenese
coestwise movements along the upper reaches of the Bay of Bengal.

In short, as far as India is concerned, we appear to be up ageinst the
old problem of time. In & few monthe a fair amount of ecuipment will have
arrived in India. At the goment, howevar, it is otwious that India is very
weakly held and the chances of repelling a determined attack on the Caleutta
region do not appear favorable, e

The Eritish forces in Burma approximate 5,000 British and 5,000 Indisn
infantry troops, together with some British and Indian ertillery resiments,
fn‘i-aireraft resziments, snd anti-tank regiments, and vhat remains of a
British tank brigade. The Chinese hove six divisions, comprising avproximately
45,000 men. Three of these divisions, howewver, are very poorly equipped.

The Japenese sre currently usine one division agoinst the British and one
sgrinst the Chinese, with another in peserve, In sddition, they hsve two
more divisions et Chieng Rai, from which a good roed leads into Purma coming
out slishtly below Mandalay. A portion of the Chinese troops is doubtless
immobilized by this potentinl threat,

The British suffered severe eirplane losses on the ground at Magwe,
tnd the Americsn Volunteer Group has now only six to twelve plones left. New
pursuit pl=nes should arrive for the AVG within a week to ten days, after
which its strength should grow steadily as there are now over 190 pursuit
ships en route for this group, Unfortunately the transport planes have been
delayed in gettin: under way, so that it is not now possible to fly supplies,
guna ond ammunition in to Stilwell, I asppmdlists of ordnance and aireraft

that have been shipped under the Chincse program. =50
DECLASSIFIED ,ﬁfécr_._.\ B
By Deputy Archivist of the U.S. uchlin Currie

By V. J. Stewart nu-_mﬂﬁﬂ




ORCER OF HATTLE FOH INDIA

(a) M. %, Frontier Defence - ’

Miscellaneous Emttalions 86 86
(b) Internsl Security

Battalions 58 58
(e) Garrison Duties

Battzlions 8 8

Pool for sbove Battalions 20

Above (escept for Pool) are adequrtely ecuipped.

{{s]‘ eld at ) t e
hrmored Ddvisions 1} 24
Infantry Division
British 2 3
Indien 44 g
Ar borne Division 1l :
Miscellsneous Bricsdes 2 2

=

DECLAESIFIED
By Deputy Archivist of the U.%.
01973

By W. J. Stewart Date Jn"
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April 2, 1942.

Arrived Enroute
Bengoon India Iotal

Bren gun 1,000 1,430 2,430

Ball cartridges 10,001,442 rds 14,150,112 rds 24,151,554 rds

Magnzines 24,000 17,160 41,160
+50 cal. Browning

AA. gun 285 - 2B5

Cart. for Browning 1,036,000 rds - 1,036,000 rds
75 mm. Field Howitzer 24 65 g9

H.E. shalls 6,500 rds - 6,500 rds
75 mm. Pack howitzer 20 b 6y

75 mm. shells - 36,872 rds 36,872 rds
155 mm. Howltzer -— 36 36
2-pounder A.T. gun - 60 &0

A.P. shot - 112,537 rds 112,537 rds
37 mm. A.T. gun -_— 60 &0

A.P. shot - 60,000 rds 60,000 rds
+45 eal. Thompson sub-

machine gun 11,000 1,000 12,000

Magazines 55,000 72,000 127,000

Ball cartridges 2,000,000 rde 3,000,000 rds 5,000,000 rds
«50 eal. M-2 M.G. T2 — -

(for P-4{B's)
.50 cal. cart. 804,300 rds - 804,300 rds
+50 cal. met. link 304,300 -— 304,300
Shells, fixed, H.E.

for 3" A.A. gun - 12,000 rds 12,000 rds
+30 ecel. rifle - 20,000 20,000

+30 cal. cart. 6,944,000 rds 6,000,000 rds 12,944,000 rds

«30 cal. link 3,556,100 2,460,000 6,016,100
Cart. Very, atar 53,544 - 5345404

25 mm.

DECLAZSIF

Archivigt of the (.8,
By ¥, J, Stewart Dats JAN ou e
——




PT-22 (trainers)

P-43

P"JILG'E

SHIPMENTS OF AIRCRAFT

(B i)
Arrived Arrived
Bangoon Indis
40 30
= 30
-
By Deputy

April 2, 1942

46

50
(some have arrived)

DECLAESIFIED
Archivint of tha U.s.

By ¥. J. stewart pase JAN 301373
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GENERAL WATSON: |D\§“ \@\’\f

Colonel Taylor left this on my de 8
morning.
Is it finished, and shall I file i%?

]J.‘l ®

o
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THE WHITE HOUSE (Er.w -1
WASHINGTON .

April 10, 1942.

HaN HE ¥ W

For some time Lauchlin Currie of my
staff has been concerned with matters
relating to the Far East, and has been
exercising general supervision over the
Lend-Lease program for China. It is my
desire that he have access to such informa-
tion in the possession of the War Lepart-

ment @& may be necessary for the efficient

b §

conduet of his work.
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WAR DEPARTMENT
OFFICE OF THE CHIEF OF STAFF
WASHINGTON 4

April 22, 1942,

MEMORANDUM FOR GENFRAL WATSON:

Subject: Information for Mr. Laughlin Currie,
%3Ny

As you indicated by telephone that Mr, Currie's suggested
memorandum for the Secretary of War is being disapproved, I have
not taken up the matter with the Chief of Staff,

The interested agencies of the War Department appreciate
the need of keeping Mr., Laughlin Currie informed on matters relating
%o the Far East. After a discussion of the matter with the
tions Division, General Eisenhower telephoned Mr. Currie and arranged
for a daily visit of one of his representatives to the War Department,
The (=2 Division is equally ready to facilitate Mr., Currie's work,

A1l agencies are agreed that these liaison arrangements
are much prefersble to giving Mr., Currie blanket authority to have
access to the dispatches and files of the War Department, which

include operational matters the absclute secrecy of which is vital
to the success of our war effort,

muﬂ'

L 4
o

franklin D. Roosevelt Litery

DECLASS'FIED
il !ﬁll mb. 5200.9 (9/27/88)

date- [0°3-70

Signature- ?”ﬁ-’
————— T,



April 22, 1942,

Information for Mr. Laughlin Currie.

MEMORANDUM FOR OENERAL WATSON:
Bubject

. Mnu .n
g e
| il

313

N.D.T,

brary

evelt Li
£D

5200.9 (9 /27/58)

n D, Rocs

LASSIFI

FPranki

Dec

80D i,

Cate. Jb0-L ~]o

:

Signature. ?.ul--

COPY FOR GENERAL WATSON



PSF  Coni Fildu

WASHINGTON % ﬁ

April 24, 1942,

—

Atteched is a cable from

Madame Chiang Kai-shek, and an
extract from & personal letter to
me from an umisually well-informed
Foreisn Service officer, which

msy interest you. I am also
attaching the envelope in which

it arrived, as of possible interest.

Lauchlin Currie
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FROM MADAME CHIANG KAL-SHEK TO
" LAUCHLIN CURRIE
April 23, 1942

In vliew British press comments that Cripps Mission
not failure but paving wey for better British-India relations
I think you should know gist letters and private telegram
Just received from Nehru and use information accoraing your
discretion:

"Position here undoubtedly worsened owing
failure Cripps Mission and there is intense
anti-British feeling, this heightened by

111 treatment of Indian evacuees and refugees
from Burma, Malaysia. Cripps proposal meant
no transfer of real power and even for defense
we could not bulld up cltizen-army which we
considered essential. No compromise possible
on these proposals. Effective defense necessi-
tates cooperation between state and people and
coordination of their efforts. This only
possible under truly nationsl government.

In spite of difficulties we are trying utmost
crecte spirit of opposition to and resistance
aggressor and invader but divorced from state
effort this cannot be very effretive,"

Personal observation of non-cooperation and sabotage of
Burmese in war effort Burma with conseguent disruption of all
celvil administration and helplessness on pzrt Eritish Government
heizhten our anxdety regardine India of no fundamentsl solution

fortheoming.

el

DECLABEIFIED
By Deputy Archivist of jimﬂ.gﬁ 1973

By ¥. J. Gtewart Date
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The story of the negotietlions as told in these clippings
was supplemented for me by information provided by a man who
was in a position to know a great deal of what went on. At
the risk of repeating what you may already know, I shall report
what he said. The first condition laid down by Cripps to his
coming to India was that the Viceroy should be removed. This
was not accepted, so Sir Stafford demended and got full powers.
The negotiations with the Indisns progressed smoothly and an
agreement was in sight. At this point Churchill, Amery end
associates became alarmed lest the agreement be concluded.
About April 9 Cripps apparently received & messace from London
limiting his suthority and requiring the assent of the Viceroy
and Wavell to any sgreement reached, each to cable confirmation
in his own code. That killed the negotiations. My informant
further suggested that if Cripps wants to spill the story of
what happened, he can, when he returns to Englsnd, precipitate
& mejor political crisis for the Government.

The Indians are very bitter and depressed by what has
heppened. Many of the younger British civil servants are
anxious, but complacency is still pretty much the rule hizher
up. The Viceroy has left for & tiger shoot until the end of
the month.

Reports from Calcutta during the past few days indicate
that informed observers there are still very pessimistic over
what will follow the first heavy bombing or Japanese landings.
The chief of police is sald to anticipate rioting and looting.
Some 800,000 persons are estimated to have left Calcutta.

That would mean that between one and one half and two millions
remain. There is one highway in and out of Calcutta which may
be expected to present an unmetched scene of chaos when ref-
ugees and bullock carts move inland and troops and tanks advance
to the rescue of the city. Another road, at present impassable
to automobiles, is under repair. No plans have been mede for
the wholesele removal of industry to the interior. It is
doubtful that the railweys could move more than & small fraction
of the machinery. And even if the machinery were moved, there
would be an acute fuel problem, the principal coal supplies
being in the threatened areas.



o e P
[ 5 Y

[ S T =
AT




— fBF Exec. .Gk, \ 1’,.1!
| THE WHITE HOUSE
WASHINGTON

May 21,°1%42.

You might be interested in ths
pagsages I have marked in the
attached confidential study of
corporate profits prepared in the
Research Division of the Federal
Reserve Board. ¥

,{EJCZZ‘_.L
uchlin Currie -



mﬁ'mm May 19, 1942,

CORPORATE NET PROFITS AT TURNING POINT

by
George Jaszi

The earnings of the profitable corporations of the country are the
immediate base for the largest single portion of Federal revenues -- the
oollections of corporation income and excess profits taxes., These taxes
will amount to nearly 35 per ocent of total budget reeeipts in the current
fiscal year, This percentage is likely to incroasé at higher levels of ocor-
porate profits and under the tax legislation now under disoussion, Clearly
the trend and position of corporation profits are of great significance,

The mocompanying table shows net profits before Foderal inoome and
exoess profits taxes, the amount of these taxes, and the net profits after
taxes for all oorporations except those reporting defioits, Reported Tigures
are given for the years 1916-1939, estimates for 1940 and 191, and a fore-
cast for 1942, based or ourrent prospeots, While this table and the accom-
panying comrents are not intended even to approach a complete review of the
situation, they do bring out a fow of the striking faots,

1, Profits before taxes reached & new all-time high in the
calendar year 1941, Tax colleotions in Maroh 1942 in-
dicated apggregate profits of 16.6 billion dollars, ocom=
pared with 11,4 billion the year before and 14,3 billion
in 1929, (The experiocnce of different industries and
of irdividual companies of course varied widely,)

2, The §6,5 billion Federal inoome and excess profits tax
1iability on 1941 profits (to be colleoted during the
present yoar) is by far the largest ever recorded, It
comparos with a 3.2 billion liability on profits of 1918,
the maximum in any one year of the first World Var,

3. Of the 5.2 billion inerease in profits shown for 1941 over
the preceding yeur, the inerease in taxes absorbed L billion,
or nearly B0 per cent,

L4« Even after taxes corporations showed net profits of 10.1

billion in 1941, This figure was exceeded only in 1928
end 1929 when net profits were 11,5 billion and 13,1 billion,
respestively.

5« While the estimates for 1942 are subject to gonsiderable
error under prevailing eonditions, it is likely that profits
before taxes will establish a new high record in the ourrent
oalendar year -- probably as high as 22 billion,



Confidential
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6. Tax oollections on such profits would be still larger
than the collections on 1541 profits -- more than twioce
as large if the Ways and Means Committee program were
enacted into law (bringing in some 13, billion).

This omount of taxes would more than wipe out the estimated
increass of 5.6 billion in profits before taxes. It would
represent 60 per cent of such profits as against 36 per
oent (partly estimated) collected on 1918 profits.

T« Even so, if profits before taxes are as high as 22 billion
in 1942, the profits remeining aftor taxes will be at the
relatively high level of £,8 billion, comparing very closely
with those of 1940, Pirst quarter reports of the profits
of large industrial corporations, which are of sourse only
& very imperfeet indientor of the total annual profite of
all profitable corporutions, are not inconsistent with
this estimate,

Aggrogate profits after taxes are thus likely to remain high this
year even though they will probably reach a turning point owing to increased
Foderal taxation, There are reasons for believing that profits before taxes
are also approaching o oritioal stage beyond whioh their course will differ
sipnificantly from that of the panst two years. The recent rate of inorease
in total production will not indefinitely be maintained, To the extent that
the volume of profits depends on the volume of production their growth is
bound to beccme slower than it was in the pust, Transition $o & war eoonomy
continues to cause dislocations and losses, Intensive utilisation of mem,
materials, plant, and equipment results in higher costs, Thb freezing of
prices will presumably be somewhat more effective than the stabiliration of
woges, In the absence of a strong inflationary movement that breaks through
the system of price control it is not likely that the rocent growth of profits
~will be maintained beyond 192,
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PROFITS AND FEDERAL INCOME AND EXCESS PROFITS TAXES
OF CORPORATIONS REPORTING FROFITS - 1516-L2
(Billions' of dollars)

“Prolits belore Federal lnoome Proflts
Year Federal incoms and and exoess after
excess profits temes profits taxes taxes
1914 1 9.2 0.2 %/ 940
1917 1; .g §:% # g.g
1918 ’ »
1519 1‘1; 9,8 2,2 1_/ 746
1920 '1/ 8.3 1,6 6.7
1002 ﬁ %‘E o V4 104
- L] L
152 93 0.9 8.l
1 847 0,9 e
1925 11,0 12 9.8
1926 11,2 1.2 10,1
1927 10,7 1:1 9.6
1528 12,7 1.2 11,5
1929 11;-_5 1-? 1;:3
19}0 .5* Os
1931 L8 0.y L
1932 2.7 0, 2.,
1933 346 0 2
193 5.4 0.6 o8
1535 6,9 0.7 6.2
1937 9.8 1.3 . 845,
1938 6,7 0.9 5.8
1939 9,0 1,2 7.8
2 %2 1; Jg 2.5 8.9
16, g 10,1
oz 22,2 3/13 8.8

Source; Statistiecs of Income

1/ Tax oxempt interest and demestio dividends rooeived estimated,
Estimated,

zf Baged on tax proposals of Ways and Means Committes,
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THE WHITE HOUSE
WASHINGTON

My 29, 1942. /2

MEMORANDUM FOR Eﬂ'@/')?'
GENERAL MARSHALL Carttre

v SogL

FOR 'IIDUR INFORMATION AND
PLEASE RETURN FOR MY FILES.

F. D. R.

(es—s2- =) ""76 ‘L 08>



THE WHITE HOUSE
WASHINGTON

May 25, 1942,

FOH THE PRESIDENT:
From Lauchlin Currie

Letter from Edgar Snow
on the vulnerability of the African
Alr Supply Route.

?
N
5
8
W
]

S
S |
L0

:

St
9
|
L
94

LY
A

>



o

—_—

. uuu;: Fldy

CONFIDENTIAL
Letter from Edgar Snow to Lauchlin Currie
CAIRO, April 25, 1942.

Undoubtedly our Military Mission here (General Maxwell) is fully aware of -
the situation I am golng to describe below, and no doubt it is already
engaged in working out measures to improve security (though I haven't been
eble to establish this as a fact), and probably alsc the Var Department is
fully informed. But I em writing you because it can do no harm to have the
facts known 1n the White House and because amction ought to be taken quickly.

The subject of thls letter is the vulnerability of our African Adr supply
lines to enemy attack. From Liberia tlear to Cairo we are operating our &
planes based on & series of airfields none of which is edequately protected \

or even protected at all. Millions of dollars are being poured into these R

developmente and the African eupply line 1s of utmost importance in building

up and maintaining bases for operations in the Middle East and India eond it ™
seemé to me we should be underteking much more sericusly the sclution of )

problems of thelr defense. ‘9

We now have important depots and airfields at Marshall, in the Firestone
Plantation and at Fisherman's lake, in Liberia; at Freetown and elsewhere in
French Equatorial Africa; et Lagos and Accra and Maiduguri, in Nigerias; st
El Geneina, El Fashir, El Obeid and Khertoum in the Anglo-Egyptian Sudan;
and we are bullding other fields and laying in storee of gasoline and
military equipment at other points.

-

As far as I could learn from personsal observation and interviews, we have
little or mo security at anmy of these points. With Laval in power in France
and French Africa reportedly falling more and more under German influsnce,
the danger to our supply line is obvious. Any one or all of tha airfields
mentioned, with the possible exception of Lapos (and another field we are
using at Kano) ecould be teken by one or two squadrons of enemy paratroop :
planes, and some of these fields could be taken by & dosen well armed soldiers =
lapded in transport planes.

Khartoum itself might be thken for a few hours, as far as the airfields are
concerned, end all the supplies and stores destroyed. There is not a single
anti-aireraft gun on either the British or American airfields, and there is
no organized defense for them. There are, I have been informed by pecple
on the spot, no air raid defenses organized at any of the other fields
mentioned, or at least nothing but the most superficiasl arrangements. We
only bave about 40 American soldlers scattersd across the continent at
different fields and thay are all techniclans.

3
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I don't see amy reason why the Germans based in French Afriea and using enly
French warplanes could not in & couple of days, by surprise attack, immobilize
the whole supply line we have bullt up scross central Africa. With a few
snuadrons they could land enough men, simultanecusly, at emch mirdrome to earry
out complete destructlon of bulldings and stores and supolies, gasoline dumps, it

b — B
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etec., capture or kill trained personnel and redio equipment, destroy cars
and trucks, and immobilize the whole line. In the case of Khartoum, they
could possibly lend enough men to seize mnd hold the ecity and thus threaten
the whole of Bgypt and the rear of the British Army, and conceivably march
into Eritrea and create & major diversion, if not destroy what material and
congtruction we have established ghere. " .
It seems to me that the following measures should be taken immediately to
safeguard this supply llne over which we nre now delivering large numbers
of planes, parts and vital eir personnel to the Middle Esst, Russis, Indis
and China, and the closure of which might critieally affect the position on
each of those fronts-- especimlly 4f ocean-lsnes are further closed to us
in the Indian Ocean and the Hed Sea:

1. Establish sufficient troops, British or American, in Liberis and
Nigerin, for adequate security there.

2. Ering in anti-sireraft guns and machine guns and gunners for use
at all the prineipal eirdromes.

3. Traein ell personnel at all airfields in the use of tommy guns
machine puns and small arms, and arm them.

4.+ Organize, as Boon ag possible, a military base in Liberism or
Nigeris, or some other favorabla spot on the West African
coastline, from which troops can be rushed to any threatensd
point on the line of air communications.

5. Accellernte without further delay the building of a trans-Afriecan
hdghway linking up the main airdromes and air beses from Liberis
. to Eritrea.

I pass this information along for your use in any way you think fit, to
improve action which doubtless is slready being taken. f
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THE WHITE HOUSE
WASHINGTON

June 11, 1942,

The recurrin: theme throughout the longer and
more personsl of these two letters is the familiar
one of being treated as equals and partners. Madame
Chiang appears to be now a little fearful of the
Toreign repercussions to her Sunday Times article
and intimetes that she had to adopt that tone for |
internal consumption.

| The shorter letter, reporting on the interview
| -between the Generalissimo and General Magruder is
interesting s indicating the almost patholozical
degree of suspicion and hostility toward the British.
I suspect that this suspicion is slss back of the
5 Generalissimo's present sugeestion of a unified
command, since he would expect that an American
" wofild be placed over the British/
. -
I still think it would be wothwhile to attempt
to get our relrtions on a better basis of more
mutual confidence. This feeling is reinforced by
my learning today thst the Ferry Command in India
expeets to be able to fly into China only 128 tons
in June, 264 tons in July, and 400 tons & month
| in Augzust, September snd Octoler.

1-“.___._."-1"':l

Lauchlin Currie
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HEADQUARTERS OF THE GENERALISSIMO
CHINA

Chungking, Szechuan
18 May, 1942

Dear Dr. Currie,

I have received your letters of February 10th, February lith
(through Mr. Davies), and April lst. You have no idea how much I appre-
clate your writing me and letting me inow the temor of opinion in Washing-
ton. All of your letters and cables are givenm careful conslderation, and
I pass on the information to whatever departmemt it would most benefit.
I have been wanting to write you by safe hand, for evidently my letters to
you through the mail have not reached you. Fortunately there was nothing
particularly private or confidential in them, but now that General Magruder
is returning I take this opportunity to send you a word.

In recent months I have been very much worrled because public
opinion in China is getting very restive. As you know, the Chinese are the
most patient of all peoples, but even their patience has & limit and when
that 1limit is reached the repercussions may be far more seriocus than the
ordipnary person imagines, especlally if he happens to be right in China
and does not gauge too carefully the ever-changing and shifting shades of
feeling.

Since the Pacific War, the reverses that Britein has suffered
have affscted the morale of our people far more than 1s generally recognized.
I happen to be one of those unfortunate belngs who senses a thing and sees
posseible consequences long before the symptoms are apparent or noted.

For instance, I see with great distress that, unless China after the war
is mccepted as an equal in international affeirs and there really will be
and treated as equals, the Chinese people will rise in such Mimtion
maithurou;hqmthrmfummﬂntmthvmrhinhmua
now passing through. The Cenerallssimo and I have committed ourselves to
gur people regarding that new world soclety. This is not imagination onm
my part. If you remember, years before the Pacific War began, I foresaw
the terrible suffering which Japanese aggression would bring to nations
other than China, and I wrote repeatedly warning the Democracles of what
I felt, but most people thought that it was pure propaganda. I had so
hoped that my downright honesty and frankness in calling attention to the
ever-approaching dangers would awaken the Democracles to take forthright
and effective steps in stopping aggression before it towhed their front

I r
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doors and that the Democracies could be saved from the suffering which
China was passing through.

I wrote the "New York Times" article not with any sense of vin-
dictiveness and bitterness or with a sense of unfairness but as a matter
of consclence. I did so hoping that, if I could call attention to the
necesslty of the Democracies accepting China not patronizingly but willing
and because they think it is the right thing to do, we might be able to
avert future disasters. Since the printing of the "Times"article, however,
the British element in Chungking particularly seem to think that I am pro-
American and anti-British and certain eireles are spreading this belief
among the Australians, the Dutch, ete., and even influencing some Americans
on that score. When I wrote the article I realized that I would ineur
unpopularity, but that did not deter me because I have never worked for
populerity and I have no desire for 1t. If I had, I would never have
written those scathing "Resurgam" articles, criticising my own countrymen,
but pointing out our omn national wesknesses. Nor would I have written
the article "Chinese Thought on Democratic Policy™ some two years ago
critieising the Demoeracies. What people think ebout me personally is of
little moment, but what heppens to China and what effect Chinese repercus-
glons will have nnthmrlduuufumhhpnﬂ.nmathtluwiningtﬂ
sacrifice everything so that right dealing and justice may be done to China.

Of late months our people have become more and more disgruntled
becanse they felt that after five years of hardships the Democracies still
do not accept China as an egual partner. An example of that is the fact
that in tha%nt‘@ in Washington China is not represented as a member.
Then also, since the outbreak of the Pacific War, our people have been
feeling thet our leaders are being either blinded or fooled by the inade-
quacles and incompetence of the British troops. The general opinion,
therefore, is that, if China is being treated as she now &8s when the Demo-
cracles feel that she 1s necessary to the final victory, how is she going
to be treated when victory 1s assured and she is no longer needed by the
Democracies? =~ Also & question which comes up over and over again is:
hat made our leaders send troops to Burma, when all that the British do
is talk and withdraw their troops and put the blame of any fallure on
Chinese troops when the conditions by which the Chinese troops entered
Burms were such that there could be no poselble chance of succesa?

Why, it is asked, did the Generalissimo send his best troops there just

to be sacrificed in an empty gesture of supporting the Allied cause especial-
1y when the Allies do not consider China as an ally in the real sense of

the word? : ST

And so, you see, it was necessary for me to explain to our people
that we, at the top, do see what is happening and we appreclate the terrible
sacrifices and hardships our people have undergone; and I must, further-
more, witte in such a way that it would encourage our people to fight on.

We know what is happening an’ we want to keep our people prepared to
fight on, but the Allies must assure them of perfect equality in the new
world society and now. < '

|
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infection, eccording to Dr. Agnew who has just returned from Canads.

The trouble is not with my tes th

cause 1s not removed I shall keep having the distress.
ba

Chennault seems to Betting elong well with Bissell although
they have not hed much contact. I em getting along quite nicely with
Blasell, because he seems to be a very conscientious, hardworking, effi-
clent person. I have tried, so far as possible, to smooth out diffi-
cultles between the two and I think I have succeeded. Every time that
Chennault has written to me about Lend-Lease material he has spoken very,
very appret¢iatively of your efforts and said that if it were not for you
the A.V.G. could never have come into existence. I know how you feel
about the A.V.G. because having put your heart and scul into it you must
rejolece, 88 I do, every time they have a blg success.

I em sorry you are not getting much news from China Defense
Supplies, but I suspected as much and so I shall keep on giving you in-
formation. I have mot given you as much as you would like because some-
times the newe seems to be so diffused &nd not worth telegraphing. But
knowing your great interest in everything that 1s happening here, I shall
gend you whatever may be of use. .

Yours sincerely,

g
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/e/ Mayling Soong Chiang

{Madame Chiang Kail-shek)

Dr. Lauchlin Currie
The Wihite House
Washington, D. C.



HEADQUARTERS OF THE GENERALISSIMO

S8 T ingg, eeten

Dear Dr. Currle,

I have just come up after having interpreted for the Gemeral-
issimo in his talk with Gemeral Magruder who is leaving tomorrow morning.
The gist of the talk 1s this:

The Generalissimo fesls that America and Chine have & common
objective which is peculiasr to our two peoples because we are both non-
aggressive and really love peace. It 18 necessary, while we are at war,
to think of how we are golng to consolidate the gains we will have made
when victory is ours. When I speak of gains I do not mean material
gaing. I mean the maintenance of peace in the Far East. The Ceneral-
leslmo spoke to Magruder sbout the necessity of having an agreement
n{:-_ﬂl;up;_hhmmmqndluﬂuws;ﬂﬂl{hmwih l
he Pacific. v ¥ H

This is the general principle. How it is golng to be
earried out, of course, will need a great deal of study but with the pro-< .
nouncements the President has made from time to time regarding the
military, the economic and the social platforms which he has espoused, {
the Generalissimo heartily concurs.

fie feel that the President can make the greatest contribution
to the world by implementing his ideals through metively espousing the
cause of freedom of all races, especially the weaker races in the Far
Engst, sinee there is & greater population in this aresa than in any other
part of the world. The President is the only man who can do this be—
cause he hes the vision and the courage. During the whole of his term,
in spite of overwhelming obstacles, he has been able to keep steadfastly
to hie ideal of maintaining uman freedom and mman dignity in every
part of the world where man may be found. Even in moman
we have detected in him the bright star of hope on
us omward to a new world system in which will be establis real, par-
manent peace. He is8 an idealist, but one who has
to carry out his ideals.




Auincm-u-z

The Generalissimo also told Magruder that he hopes that in
‘no cireumstances will America give the impression that she is assisting
Britain to reduce China to the status of a Dominion because in the War
Councll there are, in addition to Americe and Britain, the Duteh, who
have no more territory, Australia, Ceanada, and China, But China is not
represented on the Joint Staff. China would unwaveringly follow
President Roosevelt's lead, but would not be disposed to follow Britain.
If China 1s really an ally then why has she not equal parmership on the
Joint 3taff? Oreat Britain does not realize the fact that she is
sowing seeds of future dissension by placing China on & par with her
Dominions. The repersussion will be that the feeling of the Chinese
people may lead to a third war especially with a discontented India to
be reckoned with.

As I am suffering from a terrible toothache, I am unable to
diectate more, but probably Magruder will have an aide memoire of the
interview which he will show to you when he sees you.

Yours sincerely,
/8/ Mayling Soong Chiang
(M adame Chiang Kai-shelk)
Dr. Lauchlin Currie

The White House
Washington, D. C.

MCK-s,/pe
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\_J S WASHINGTOMN
June 19, 1942,
MEMOPASDUN FOF, THE PRESIIENT:

Be:  Sloo-Rritish Relstlons.

hmﬂqumudt.ﬂpitmuuhmhlﬂdﬂ
I might hnnmcudmmmmrﬂ.ltimn!ﬂhthm
Minister, Immammhuhvtlmnmmnthhhﬂm
the following lines:

(a) The fact and the causes of the steady detorioration
of Sino-British relaticos and the vlelence of anti-
Eritisk sentiment in Chins.

(v) The sericusness of this, both in the war and post-mar

period.
(e) CQur desire to preserve s united fremt and to
Sino-PBritish relstions, snd our distasts of one

country played off egninst the other.

{d) But, to do this the necessity of Britain meeting some
of the Chinese requests. Specifieally the BrAtiih
mights

1. Make & portion of the unconcluded loan evail-
able for the post-war perlod.

2. Consent to the training of Chinese troops in

3. Make active preparations for an invesion of
Burss,

4. Dispatch & few planes to fight alongeide
Mmoricen squadrons in Chima.

5. Fxplore the possibility of concluding e pact,
simller to the Bussian pact, with Chinn, with
tacit Presidentisl approval.

he results of the discussicn are completely negetive, no
bmm,'fmwth discuselon will have been kept
Prime Minister showe a cooperative sttitude, I think
complist something worthwhile in clarifying and
l=imerican relaticns,

, Yo : .
B K C:'--'H-E‘-\._\_
Louchlin Currdie
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THE WHITE HOUSE
/::rj WASHINGTOM

June 23, 1942,

I hesltate to bother you at this time but
Af I am to go to China I do fesl it importast
that I see the Prime Minister not enly for the
reasons I mentioned befors — Sins-British
relatims — but also becauss what good I can
do depends a lot on my "face” and I would lose
4 good deal of that if I sannot say that I saw
him whils Dr, Scong, I gather, bas.

7 ;
e Tl
Lauchlin Currie

File Memo:

Mr. Currie did meet the Prime
Minister on June 25th in accordance with
above,

F.D.R,
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_-.F'-; mumwmmhﬁmhmmmmwmwm
by the Working Committes In their resolution dated July 14, 1 Mhmmuh%rf
m&mtﬂmwm the utteranges o of the British Government,
- iind the comments ind criticlsms’ made in Indis and abeosd, “The Committee approves of and endorses that ;.'
resolution and f3/of opinion that events'subsequent to it bave given it further justification, and have made - T WS e
nummrmmuuqhummmpmmhhpmnmu.mmm-hwm e ot
Tund for the sucosss of the ﬂth'l.'l‘:iuq ’Hpul o R
m:mmmw capabito i

W#a&ﬁ%hl&qﬁﬂhmﬂuhmqumlbwnudim J'.ndh.th:luwh
hunrmanhpu-hum,h-hmmmrmn:uzgmmn,rwwmmunﬂn"mmmm
the United Nations be judged, and the peoples of Asia snd Africa be flled with hope and enthusinsm. The
entding of British rule in this country is this a vital hulmwhkhdtpmdthzfubmofm
waf and the snecess of freedom and democracy. A free Indin will - assure’ this suceess by throwing - all hér TR
mtmmhhlhﬁthhﬂﬂﬂlﬂlﬁﬂhwﬁmhﬂlmﬂw '-'.-"n
‘.l'lmmllmmﬁdﬂmﬁmﬂuﬁmﬂﬂhm.butwﬂlmmmblml-nﬂnppruudhmuil.y L
on the side of the United Nutions, and give these Nations, whaose ally Indis would be, the morn] and splritual
leagesship of the world. India in bondage will nmmhﬂ:saymbﬂ]nfndp:hmpwiﬂmmdmmnl
nfthhmpﬂulhmﬂllnﬂmtthlhﬂmul thuthdh’mn e '..',1;.'
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. mwﬂﬂMr.mmuh&nmdeunfhdulﬂhhmﬁuﬂﬂﬂmm
raticn, No fubure promises o guarantees can affect the present situstion or meet thst peril, They cannot .
produes the nesded paychological effect on the mind of the masses, Bniylbughvﬂmoﬂmmmm 5!
thltmlrgymﬂlnthuhm_ﬂnﬂﬂhudpmﬂqwm will imumedintely transform W‘mﬂﬁ:m':

JJA"A Ta ihfapsan {ffﬁ}?&l = -'*‘L'H:‘d:’ﬂfw g
: =~ The-A. L C..C. therelore repeaty with all emphasis. the demand:for the withdrawal s
m. Indin, 3,00 the dmlu-Hnt: of Indin's'independence, 'n. Provisional uwmgws_;u
';u[m-mmﬂ ‘aiv ally of the United Nations, shacing-with them i the trinls and tribula :
Mttn%ﬂhWhﬁm““mmwGWmndyhmww
O pera Lo ptthopr]ndp-lpuﬂuuuipwpmtbﬁmhy.. hwﬂlthub-.mpmhm“ .
representative of all important seetions of the people of Indin. - [ts primary functions must be to defend b
:I'.nd.hndmtwﬂ&ﬂh“#wlﬂuhmmmumm.Wﬁm
its Allied powers, to promote the well-being and progress of the workers in the Aeldsand factoriesand elsowhere, .
mwhmumenmﬂp-ﬂpummdnqtmqrmullhw Tb:mmﬂcmmtwﬂlm“.nm R 1
for a Constituent Assembly which will prepare a constitution for the Government of Indin ncoeptable toall = - 1.
sections of the people. Thisconstitution, according to the Congress view, should be n federal one, with the =~ . -
largest mensure of sutonomy for the federating units, ared with the reslduary powers vesting in these units.
The future relations betwesn I.nd.l.l.l.nd the Allied Natiops will be adjusted by representatives of all these
ﬁ-eemunmm.fmm[hptbwmmirmumllldmlqumdfnrlhirmpﬂ-unntuﬂum bk 5 o
of resisting aggression. Freedom will enable Indl.- to rqut awm td!utlv:l; with ﬂu Pmph"l und'lcd_ P
will nnd lh‘ﬂ‘l]‘lhhhndl.r- ~ L N

: Thel'rwdmnf[rudnmull.hmtyruhdn[mmlmmm;&mufﬂmmmuhgu
under foreign domication. Burma, Malays, Indo-Chins, the Dutch Indies, Iran and Iraq must also attain
their complete freedom. Itm\ulbadmlyundmhud!htﬂmhafthnnmtnuumundujlm
mhﬂm-mututluhaqmﬂjhph:dmdwﬂnnﬂmwmnhﬂn{myumfmmuMu?gt‘-r
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. While the A L C. C must primarily be concerned with the independence and defence of I in

l.hhﬁ.uurnl!'dnnr,,Hufnmmmnhﬂupmjmlhﬂthctuhwrmuﬂuiryudndq:dmﬂm
wotld demnrd o World Federation of fres nations, and on no other basia can the problems of the modern world
be solved. Such & World Federdtion would ensurs the freedom of its constituent nations, the prevention of -
Wunmduﬂmhﬁwhrmuumw;r:h t}npmmﬂnnnlmlh;-dmim-tﬁﬂ.mm
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. of the war, however, the Federation must inevitably, to begin with, be confined to the United Nations. Such
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“cond trlis to China ﬂa/r; @ -

{Jul:.r_ 1942)
JENTATIVE DRAFT QF INSTRUCTIONS TO LAUCHLIN CURRIE

I - In general, the broad purpose of the mission 1is tos
(2) sccede to Chiang's request for personsl talks,
(b) attempt to clear the sir of suspicion and hostility,

(c) reassure the Chinese Government of America's deter-
mination to support China and to defest Japanm,

(d) bolster Chinese morale and Chdang's position during
the current critical period by letting the impress-
ion be created that important dev-lopments are
impending,

(e) dispel any impression that recent British-American—
Russian agreements were meant to exclude China or
minimize the Pacific theater of war in any way,

(f) support Stilwell's position on training Chinese
troops in India and in generzl make kmown our
desires that be should be the channel for all
communications, discussions, and requisitions
relating to strictly military matters,

(g) attempt to improve Simo-British relations,
(h) attempt to secure a more determined war effort by
China.

II- To accomplish these broad purposes you are authorized, inm
your discussions with Chiang, tot

(a) explore the full story of our military support
to China, and of our production and shirping in
relation to requirements, indicating that we have
met Chinese requests wherever possitle, and the
reasons for the fallure to meet others,

(b) bring out tsctfully and as occasion arises, the
unjustifiable character or the unreascnablesness
of some of the Chinese accusations, behsvior and
requests, agein from the American point of view.



(e)

(d)

(1)

(g)

()

indicate our determination to preserve the
United Mations front with Britain and Russia.

We are prepared to make suggestions and express
hopes, etc.j we are not prepared to dictate

to Britain on matters which are primarily British,

resmphasize the main lines of our strategy. From
our point of view, Oermany is the greater menace
and the European battlefront is the most erucial
this year. In view of requirements and shipping,
support to the Far Eastern area must be currently
limited to defense and laying the groundwork for
future offensive action. There 1s not the
slightest intention of withdrawing from the Far
Eastern area or of stopping the war short of a
complete defest of Japan, and if there were,
public epinion would mot stand for it,

emphiasize the importance of Stilwell, of his
relationship to the Amy and the Combined Staffs,
snd the President's reluct:nce to intervene in
strictly military operations, Stilwell is in a
much better position to mske an g{fcctlive presenta~
tion of the military recuirements of the Chinese
theater than any Chinese on the Combined Staff,

give assurance that China will be fully consulted

on all matters touching the post-war settlement « .
and adjustments, i
imply, however, that Sino-American relcotion#, and
particularly economic aid, in the post-war perled
will undoubtedly be influenced by intermsl devel-
opments in China. The trend away from democratie
and progzressive concepts is discouraging teo

" American friends of China snd augurs i1l for

future solitiesl stability in Chine and for
China's peaceful development, ¢ -

indicate our disappointment over the failure to
establish a real united front with the Communists
in China and the conseguent immobilization of
hundreds of thousands of China%s best troops,
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crushing Japanewe militarisa. Speech
prepared and reviewed here before departure,

(J) receive complaints and requests sympathetically

and undertake to trensmit them to the President;
t the same time, however, seeking to dissuede
Murm—kl.umhhq-niu:m:rtu :
be unreasonable or impractieal,

murntnmrthrmbﬂ:utommmﬂpnh&u

the Presidents

(a) on matters relevant to our military operations
in India and China,

(b) on matters relating to economic gnc politicel
trends in China.
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Dear Orace:

I mentioned Ben Cohen to the President as an
admirable Amcricen representative at New Delhi. He
told me to pass the suggestlon alens to Berle. Berle
objected that the Indian Moslems would object to Ban
as a Jewl

If this is considered to be controlliing, which
I hope it 1= not, I have another sucgestion. The
Presldent could send me out for about three months or
50 in my capacity as his Administrative Assistant -=
his eyesz and ears in that psrt of the world. I could
be the senior American represesntative at New Delhi,
whila avolding the vexing question of rank -- Ministerisl,
Peraonal Representative, ete. — keep an eye on devel-
opments in the whole China-India-Burms area, and be in
a position to keep the President informed on the
possible basis for compromisze in the evolving Indian
situation. I think I have some talent at negotiation,
ereating trust, aveiding indiscretious, and of zetting
on top of complicated situations. If Wheeler i3 to
follow Stilwell, I could work beautifully with him as
chief American military representative in the area,
and I have always got along well with the State Depurt-
ment.

I send this to you so that you can tear it up
efter you have finlshed with it.

Yours,

mﬂ-{







THE WHITE HOUSE ,
WASHINGTON

October 20, 1942.

MAMORANDUM FOR THE PRESIDENT:
Re: Letter from Ernest B. Price,

1149 North Ing
Arlington, Va.

I made inguirdes both of Colonel
Donovan and of Major Eruce as to the
nature of the activities of the Office
of Strategic Services in China. They
both told me that they had not yet been
able to get started on their intelligence
activities in China. All the negotia-
tions they had carried on, however, had
been with Tai Li, who is under the
Generalissimo, directly in charge of
secret service. They both volunteered
the opinion that any espionage or
intelligence work in China' eould be
successful only if carried on with the
full knowledge end cooperation of the
Chinese secret service.

I shall be glad to talk to the
sender of this letter, Mr. Price, if
you would like to have this matter
followed up further.

Y o B

Lauchlin Currie

oy~
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The main charge in ;cm' letter is that
*he Office of Strateglic Scrvices is attempting
to carry on intelligence work in China without
the knowledge of the Chinese. It interviewed
its sender, Mr. Price, who was formerly with
the Office of Etrategle Services, and found
that he inferred that this was so Leeause certein
Chinese in Washington did not know of the activi-
ties of Colemel Donovan's representatives in
China. I checked separately with Colomel Donoven
and with Major Bruce, who has speeific charge
of such activities. They both assured me that
they would not dream of attempting to carry on
military intelligence or esplonage sctivities
in Chine without the full consent of the
Oenerallssimoj that they felt if they were
going to get any information worthwhile they
would have to work very closely with Tal L4,
Head of the Chinese Secret S-rvice, who eperstes
direetly under the Generalissimo. Actually they
were not abile to do much as yet and were dis-
satisfied with the present arrangement whereby
their representatives were resgensibtle in the
first instance to Generrl Stilwell. :

Mr. Price seemed chiefly concernsd with

getting a job. I think my talk with him
obviates the need of & reply to his leilter,

Lauchlin Currie



1149 N, Inglewood Street
Arlington, Virglnla
NHovember 3, 1942

Er, Llunhlin Currie
Room 228, Department of State
Washington, D. C,

Dear Mr. Currie:

It has ocourred to me, eince our conversation
& few dajys ago when you wers sc ccurtesus 88 to re-
celve me, that there was one point which I may have
falled to make clear, elther in my letter to the
President of October 8, or in my remarks to you.

"For the sake of the record,” as one might say,
I should like to clarify that point here.

When I eald that to attempt to go around the
Chinese officiale, whether those in China or China's
repreeentativee ln thle country, in carrylng on any
eort of operatione in their country, was lmpolitic
and unwise, I intended to strese the difficulty, if
not outright folly, of trylng to fool the Chinese,
While I do believe that the time has come to take
the Chineee 1n as full partners in this war, I do
not belleve we need to blind oureelves to the
difficulties inherent in such cooperation. I doubt
1f anyone hae had more experience with the corrpution
and perfidy of which certain typee of Chinese leaders
are capable than have I, We cannot deal with even
the best of them on &ny other baeis than the most
cold-blooded and cool-headed realiem: on the baasls
of & matter-of-fact realization of what is our
mutual best interest, We shall get further, however,
if, with these precautione, we take the Chinese into
our confidence, make them fully partners in thie war,

Merely lending them & half & billion dollars,
without letting them buy anything with it, as seems
to be pretty much the case so far, gete us nowhere.
hat we ought to do 18 to sit down with them, figure
out wWhat they need and what we can--or must--spare,
see that it reaches them, and then see that it is
Bctually and properly used. They would understand
that; reepect us for it. The same thing applies, of
course, to lntelligence operations in China,

Slncerely yours,
,xi;¢uui'dﬁriji.a;,

Erneat B. Price



November 4, 1942.

Dear Mr. Price:

I was glad to hear further from
you, though I sssure you that 1 did
not misunderstand your pesition. I
agrea fully with you that we should
take the Chinese into our confidence
and make them full partners in this
WAL

Yours alncersly,

Lawechlin Currie
Administrative Asalstant
to the President

lr. Erneat B. Price,
1149 N. Inglewood 3traet,
Addington, Tirginis.
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THE WHITE HOUSE
WASHINGTON
Detober 27, 1942,

This speech 1s calculated to present your policy
and vlews in a false light, both at home and asbroad.
I am particularly concerned over its effect in China.
I discussed it briefly with Sumner Welles this morning
and we both feel that if you are asked to comment on
the speech this afterncon you might be well advised to
teke the line that you are delighted with Willkie's
vigorous reaffirmation of the principles of the Atlantic
Charter, the Four Freedomes and of the successive lend-
lease acts. You are glad that Mr. Willkie so heartily
concurs in your interpretation of Janusry 2nd and again
of February 23rd of the Atlantic Charter that it properly
spplies to all the peoples of all the world. You welcome
his support of the view that the building of a politi-
cally and economically just post-war society requires
America's full perticipation. You grieve with him that
because of the lateness of our start and the shortage of
shipping, we have not as yet been able both to send our
Allies as many goods as we would have liked nor to open
& large-scale counter-offensive in Europe.

While you are thus refusing to be manceuvered into
a false position, you might on the one hand have
Stimson strecs our military aid and direct effort at
the moment, which is considersble, and on the other,
have Wallace, in his November 8th speech, reassert
Administration leadership in stating the moral issues
of the war.

Lauchlin Currie
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October 27, 1942,

Hendell Willkie, October 26, 1942,

"The 200,000,000 people of Russia and thg 450,000,000 people of
Chuu—pcnplu]ik-ﬂumdm—mbnuﬂnrﬂdmﬂan:dm.
They know what they are fighting for. They are not so sure of us.
Many of them have read the Atlantic Charter, Rightly or wrongly,

they are not satisfied. They ask: What about a Pacific Charter?
What about a World Charter?

"Their doubts were expressed to me in simple, unmistakable gues-
tions. "Is there to be a charter only for the millions of the
Western Hemisphere?" they asked. "Is there to be no charter of
freedom for the billion people of the East? Is freedom supposed
to be priceless for the white man or for the Western world but of
no account to us in the East?"

The Presitent has at least twice and in the most explicit terms
made clear that the Aflantic Charter applied to the whole world.
For example, in his press conference on January 2, 1942, in answer
to the question whether he intended to have a Pacific Charter, he
sald that the Atlantic Charter applied to the whole world, that

it was called Atlantic only because it happened to have been
promulgated in the Atlantic. Again, in a radio address on
February 23, 1942, the President made the following statement:

"fe of the United Mations are agreed on certain
broad prineiples in the kind of peace we seek., The
Atlantic Charter applies not only to the parts of
the world that border the Atlantic but to the whole
world; disarmament of aggressors, self-determination
of netions and peoples, and the four freedoms —
freedom of speech, freedom of religion, freedom from
want, and freedom from fear."




This is the first account
I've seen for & long time from
anyone who has actually come into
contact with the Chinese Communists,
and is on that account quite inter-

'm.

B

Lauchlin Currie
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American Army Hesdquarters,
Chungicing g -y =3
Ambassador

This morning I sat in on & general conversation with Mr.
Rene D'Anjou at the office of the American Information Service
in Chungking. Mr. D'Anjou, who claims to be affiliated with
the Fighting French, escaped from Peiping during January and
has just arrived recently in Chungking.

Shortly after he left Peiping he came in contact with
Chinese Communist units which assisted him in his flight. He
was, however, detalned for moure than two months at the head-
guarters of the Chin-Cha-Chi—Jehol Government, some eight miles
north of the Putao River in Pingshan District, Shansi, while the
Communists made full inquiries regarding him. He was well treated
and allowed considerable freedom. General Hieh wes in command
of Communist forces in this area. General Hsiao Keh was second
in command.

Mr. D'Anjou said that he had the impression that the Com-
munists were not assuming the offensive, because (1) they lack
arms, and (2) they are conserving their strength.

The Communists are very active, he stated, in political educ-
ation. For example, the peasants even along the periphery of
Communist control in Hopei knew of the Free French, the Dutch and
the Yugoslavs. GSpeclal emphasis is laid on the indoctrination of
the youth. Propaganda is anti-fascist and anti-Japanese. He saw
no evidence of propaganda directed against the Centrsl Government. ¥
No Chinese national flags were however to be seen, nor the hammer
and sickle red flag. Pictures observed were of Marx, Lenin,

Stalin, Meo Tge~tung and perhaps Chu Teh; very few of the
Generalissimo; none of Sun Yat-sen. Nevertheless, the Three People's
Frinciples were embodied in Communist prineiples which also

included Democracy and Universal Suffrage.

The Three-Three system was practiced: representatives of
three groups participsted in elections-- the Communists, the
Kuominteng and those unaffiliated with any party. Mr. D'Anjou
saw this system in operation, remarking that there seemed to be
little doubt that the Communists managed te dominate the eledtions.

He sald that an Englishman by the name of Lindsay who was
in Communist territory with him and who had once or twice before
visited that reglon believed that the Communists had improved
their relations with the locel population &nd hed extended thelr
influence. Mr. D'Anjou's own impression was that the peasantry
in areas which had suffered from Japanese depredations were
strongly pro-Communist while those in unravaged secticns weras
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eritical of the Communists — not so much because of the Communist
rule as because of an innate dislike of any government.

he reported to be comparatively light and rents fixed at

of property value.

Opium was stringently prohibited. Mr. D'Anjou saw no
evidence & its use. He understood that it was grown and exported
to Japanese-controlled territory and to Central Government areas
for revenue.

The system of political commissars in the Communist Armies,
Mr. D'Anjou stated, continued in effect, The system permeated
the ranks down to the squad in which there is a "politieal fighter".

The disciplining of troops was described. For the first
serious infraction of rules a soldier is talked to by his officer.
With a second misdeed he is compelled to make a public confesalon,
thereby losing face. He is punished for a third infraction by
being confined toc his room. He is dismissed wpon breaking rules
a fourth time. Capital punishment is not imposed, excepting on
trﬂwi. k

Mr. D'Anjou estimated that the Communists held in concentra-
tion camps about 30 Japanese prizoners inmrtiwest Shansi, some
thirty in Hopel &nd more than thirty in Yenan. They were subjected
to political training and were -used to teach the Chinese popular
Japanese songs. Chinese troops were supposed to learn one new
Japanese song a month. The songs were nostalgic in character and,
sung by the Chinese at night near Japanese outposts, were believed
to reduce the Japanese to a state of acute melancholis. Revolu-
tionary themes were often substituted for the sentimental texts.

The Communists were consciously hot attempting to accelerate
revolutionary processes, in Mr. D'Anjou's opinion. They pro-
fessed to believe that Chine had to pass through & stage of democracy
before attaining to communism. They sald that their revolutionary
cadres were not sufficiently developed and spread throughout the
eountry. Mr. D'Anjou believes that the leaders still cung firmly
to thelr Communist principles. 4

Medieal conditions in Communist territory were described
as "tarrible". There was an acute shortage of medicines. Both
the Central Government and the Japanese maintained a tight block-
ade on medical supplies. Mr. D'Anjou was told that 50% of the
people suffered from malaria and 608 from alimentary complaints.

The Communists followed & poliey of self-sufficiency. They
prevented the importation of Japanese goods (excepting radio parts
and medicines, which they sought to obtain with little success).



Only a trickle of supplies passed through the Central Government
blockade, but the Communists were successful in exporting salt
for revenue into other parts of Free China,

In passing from Communist territory into Central Government
territory Mr. D'Anjou traversed about three miles on no-man's-land,

The first Government troops he encountered was a detachment of Fou

Kansu ‘Mohammedan cavalry, well-equipped, well-disciplined and
courteous. Central Government defenses, in the form of pill-boxes
and watch-towers, were 15-20 miles in depth. The closer he got to
Sian, the worse was the treatment he received at the hands of
Central Government troops. In Sian he was held for six weeks by
the Fourth Section of the Generalissimo's Headquarters where he

was questioned as to why he had spent so much time in Communis=t
territory and where he was beaten. A Netherland subject, who had
come out of Peiping with him, was severely beaten without reasonable
cause, suffering a broken shoulder.

Mr. D'Anjou observed that his captors were outspokenly
scornful of the western democracies and high in their praises of
the Germans and even mentioned the Japesnese with a note of approval.
He was later told by non-military Chinese that the officers at
Sian were notoriously pro-fascist. When he reached Chungking
an attempt was apparently made to make amends for the trestment
he received in Sian. A general and a colonel were assigned to tend
to his wants. !

L ] #
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THE WHITE HOUSE
: ' WASHINGTON

November 13, 1942.

Personal
Re: Ambassador to China,

The intimation that you had changed your mind on this was &
considerable blow as there iz no post that appeals so to me. How-
every, I'll sccept cheerfully any decision you may make, I'm only
concerned that you should know the background. The following are
some pertinent considerations:

On the plus side,

1. I would be a populsr appointment with practically all
Americans, both Right and Left, dealing with China, and the press
would be good.

2. I am populer with most Chinese officials. I have close
Chinese friends who are good sources of informstion.

3. I am thoroughly familiar with all aspects of our relations
with China in the past two years.

4+ My record indicates that I can be relied upen to push for
democratic and peaceful solutions of China's internal and immedistely
external problems.

Do the con side,

1. The Generalissimo is apparently opposed. This, I am sure,
is not because he does not like me personally nor doubts my ability,
integrity and interest in China. It is, I am afraid, a reflection
of & determination on his part to pursue policies which he knows
from our past association I would not approve. If he hopes to make ;
en ally of Americs against the U.S.S.R. in the Far East, to bring .
about & foreible liguidation of the Chinese communists, and to
secure financial and economic help from Americs regardless of the
trend toward or awsy from democratic processes in China, I woyld
te an awkward representative to desl with and he would prefer a man
who did not care so much for the maintenance of the conditions of
peace and demoeracy in the post-war world. My good friend, the
Vice-Minister of Information, has got word to me recently that
Chinese publicity abroad was goine to take & nose dive in the next
six months, which has an ominous sound.

£l
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// Memorandum for the President,

Re: Ambassador to China,
. Personal

Suggested course of action,

.lﬂ'-ber 13, l?ﬂo
M 2.

If you have not already settled the issue, and if you
accept my interpretation of Chiang's attitude, I would suggest
keeping the door open, and indicating your wishes quite markedly
to Madame Chiang when she visits you. After all, you did not

object to the substitution of Wei for Hu Shih.
response would then give you a elue.

Madame Chiang's

It would also be most helpful in reinforcing the liberal
line I took if you would have me around a bit during her wvisit
&nd indicate that I possess your confidence and represent your
views. My attitude will be that I am governed entirely by your

wisheas,

Lauchlin Currie
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THE WHITE HOUSE
WASHINGTON

December 8, 19.42.

R THE PRESIDE

Re: [Request by Chinese for conversion of
part of lesn to zeld,

Mr. Hsi, head of the Central Bank of China,
consulted me yesterday on Dr. Kung's desire to
have fifty million dellars of the five hundred
million doller loan converted into gold., I
received the impression that it was then the
intention to ship this gold out of the country.
I replied that this matter was entirely in the
hends of the Treasury Department.

. e
e uchlin Currie



PSF Eﬂ-f““’ |

THE WHITE HOUSE
WASHINGTON

April 2, 1943.

The attached report made by two
foreign doctors was sent to this
country by courier by Madsme Sun.

It is extreordinarily interesting and
depressing. It checks with other
information we have received. I think
you might care to glance through it,
as it has & most important bearing on
the fighting quality of the Chinese
army. The source of the report should
be protected.
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Chungking, January 10, 1943.
Heelth on the Ichane Front —

Oral statement by two foreisn doctors who worked in this sector
for two years.

The loss of 1ife due to malnutrition and disease is exceedinsly
great. For example, the 11th [dvision, which was once regarded as one
of the Generslissimo's bLest divisions, and the 119th Division each
required 3,000 new recruits within twelve months in order to replace
men who had died or been evacuated to the rear with disabling ailments.
Conditlions seem to be similar in all divisions in thiz sector with the
excepiion of the 18th, whose exemplary commander, Jenersl Lo, succeeded
after giving one of the doctors all possible assistdnce in preventive
and other measures, in decreasing the losses during the period January
1942-November 1942 to 400 dead mnd 1,000 evacuated sick,

The sverase gtate of health of the troops and officers is such
that both doctors doubt whether they would have sufficient strength
today to do any serious fighting. Only one of the divisions of the two
group armies surveyed, the First Homor Division (composed of soldiers
slready once _wounded] is fairly satisfactory in a military sense. A
good standard of diseipline and integrity among the officers exists
only in the 18th division., The deterioration of morale due to economic
reesons is especially evident in the 199th division, where desertions
recently included 20 pfficers & month. Even in the model 18th division
a surgeon holding the renk of major declared that he would run away,
saying "although I may get leave to visit my wife in Wanhsien, I cannot
do so because I am not able to meintain her on my 175 dollars & month,
She herself earns five hundred a month teaching, She will simply tell
me, "What sort of a husband are you?'"

The feets ebout mutrition are as follows: The l8th Division is
the only one in which soldiers really get the full daily ration of
24 oz. of rice which divisional commander: recelve for each registered
soldier. In other units, the men get no more than 20 og., and ne
eommender wants to see the ratlon go below this for fear of weakening
hi= troops. Apert from rice, only plekled vegetables with salt and
red pepoer are issued. The ratlons are gquantitatively insufficicnt.
In guality, the deficiency is appalline, because the ration contains
proetizally nothing but carbohydrates. Fresh rice contains proteins
(althoush in insufficient proportion to compensate for the absence of
animal proteins), but there are none in the 2-3 year old rice normally
izsued. Orizinal vitamin value is alse completely destroyed in old
rice enc plckled vegetables. For these rations, $8-£10 & month are
deducted from the soldlier's pay of $16-8$18 a menth. MNoreover, the
tremendous rise in prices hes mede practicslly velueless the soldier's
remrinin: cash, which he could previously use to btuy some extre green
ve etetles, bean curd, fats, snd even some meat or fruit.

DECLASSIFIED
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The lerse numbers of troops guartered here throurh seversal YRATE
hove denuded the countryside of livestock rnd created & genernl food
shortoze from which the eivilisns else suffer 2nd which deeprns from
yerr to yerr, Prices are even Msler than those in Chungking. Carrots,
for instence, which the soldiers used to buy &s a valuable supplement
to their diet, huve risen in one year from 30 cents to $4.00 a pound.,
Fven eeptedns and mejors, with §145-$17 o month cennot buy sufficient
extra food for adesuste nutrition. Hunger cedema i: genersl anmong the
men end teglnning to aopear amons the officers. There is also another
fretor thet affects health, In community feeding from a common bowl,
sveryone triee to eat as fast as he can to get his share, food is
insufficlently mesticated and sbsorbed, indigestion is frecuent, snd
weaker individusls suffer from lack of apoetite in spite of mslmutrition.
Tre new "diseiplire™ of the army encournges such bolting, as enly three
mlnutes &re allowed for a merl. Under this system, the stronver men
&% the food ond the weoker ones decline still further. In the hospitsls,
satieits gererally heve to crawl out of bed to teke part in community
me: 1o on ihe floor, while those vho cannot leave their bedes et only the
leftovers or nothing et all, especially since there is understaffine end
nurges end dressers in mllitary hospitils are overworked ond unsympethetic.

The mein cetegories of diseases are due to malnutrition or epidenics,
Sixty te seventy percent of gll patients in military hospitols suffer
from huncer cedema meinly, or in addition to other complaints, The
usucl answer to a doctor's guestions is thet patients have had symptoms
of hunger oedema for from three to six months before beine sent to
hospital. Many of the numerous deaths in transport eompenies and among
recruiis are directly due to hunger. The usuel complaint is, "I have
no pain, but I heve no strength,® The proctice of hiding the worst
atfected tefore announced inspections mekes it difficult for doctors
inspecting military units to get the real rate of acute melnutrition, but
even with thece concealments, it i: wery hirh. Absence of speeisl diets
end of vitumin preparstions in the hospitals mokes re-estatlishment of
neclth practically impossible amons sufferers who finally come for trest-
ment, A stransze theory preveils —— that since they expend less enersy,
eick soldiers need & smaller retion than healthy ones. Malnutrition
reduces resistonce, and men die like flies zt times when relapsine fever,
tyvhus, dysertery and smallpox -- resular epldemics — preveil. FEpidemie
eontrel is bed, and althouch delousirg stations are mendatory in the
army, meny units do not have them, and meny of those thet heve do not use
them on the pretext that fuel is tuo expenzive or for other reasons.

One of the doctors had this experience. Last yesr 1,000 new recruits
arrived nt the place where his hospltsl was located, &ll very lousy.

His reguest thet he te sllowed to delouse them before they went on along
thelr way was refused on the plea that there was not enoush food o keep
them for the two extra days involved. The result was that the entire
division to which they went was infected vith louse-borne disenses at
the end of two weeiis; several hunired men dled., Transport companies
are rrett earriers of infeetion, In one unit of 600 men, half died in
the course of & single trip.
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Attemnts to premedy the situstion heve had 1ittle success in
thiz sector, epart from the exceptionnl case of the 18th divisicn.
The order to cultivate vegetalle plots is usually ismored by commanders
who &re afreid thelr units will be moved awny and umwilline to spend
money to sow for the unit replecing them to resp. Request for fresh,
nourdehing rice instead of the mouldy stuff issued to the army hove
been isnored, even when coming from hospitals. One coctor asked a
undt of the Sen Min Chu I Youth Corps for help in orgunizing special
dlets. Rice was isgued, but these poopls ate most of it themselves,
andi goldlers put on special diets preotically revolted, because they
rnew thet to te on the special diet list meant to get much less then
the otlers. One eaid, "I will surely die from this specisl diet."
There 1= good notice of inspections, and the »orst cases snd abuses
are effec”ively hidden. Refusals to sive funds for epidemic control
are sometiies cynical. Told that his men would die if he did not put
up delousine stationas, whichk he cloimed were too expenzive, one
genersl saild, "Never mind, The one thing we have plenty of in China
i1s men."

What can be done by good officers really concerned for their men
is shown by the case of General Lo of the 18th division. This genersl
soid that he did not want the prrents of men who died in his command
without meeting the Japanes to "curse him as cn enemy." He asked for
& Red Crosa Unit with one of the doctors in charge, The doctor was
imredistely in‘erviewed, the general taking copious notes on his
recommendations. Genersl Lo compleined that in less then feur years
he had lost a number of men eguivalent to the full strneghth of his
divizion without fighting end without meny desertions. He said he
did not mind desertlon sc much &s death from illness, Lecouse a deserter,
by working somewhere else, would still te of help to hi= country,
Before he met the doctor, the General had no ides that, relepsing fever,
a scourse in tids region, was transmitted by liece.  His three division-
el doctors had never told him. One of the divisional medical officers
himself came down with relapsing fever., At first he refused to
believe that anything was wrong with him at ell, then he refused the
slnrle salvarsan injection which effects a cure because he said he set
nn stock by suclh trectment, But when the general heard what had to
Le done he put up delousine stations, sanitary latrines, sand filters
for vater, drinkin: water blolers and so forth. The result was a
reduction of annusl deaths from 1,500 to 400 end of evacuated sick
cases from 3,000 to 1,000 during the same period. Ewen in the 1lBth
divizion, of course, the conditions are only bearable relative to the
territle state of the others, and the sick snd death rate is extremely
hizh in sbsolute terms.

During the lret six months the state of medicel work in the
frontline &rea has further suffered., The units of the Medical Relief
Corps of tie Chinese Red Cross, headed by Dr. Robert Lim, no longer
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really exist, and Dr. Lim himself has been forced out by politieal
rressure. In the Ichang ares, the units have received no pay for
five months and heve been decimated bw desertion of members who had

no more funds to go on with., The doctors, nurses and dressers who
remrin are concentratéd in the Oroup Hesdquerters waiting for lons
overdue reorgeniszation, and have done no work for the same period--
five months., It is impossible to expect even the very limited
medical resources and personnel at the front to continue functioning
while the Hed Cross medical service and its supnlies (widleh have been
transferred by administretive order three times during the past months,
from one organization to another) continue to be & political football,
which sgquabbles at the top while the field disintegratea.
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I am attaching some reflecticns

! I have had after reading hundreds

] of dispatches and letters from China
and talking to meny people who have
recently returned from there. They
msy have some bearing on the difficult
provlems that are up at the moment.

Lauchlin Currie
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An attempt 1 mede in this memorendum to present and examine
certain basie consideratlons underlying the formulation of current
Am~ricen politieal and military policy towards China.

Kill Chine Collepse? - Here it is essential to distinguish
between economic deterioration and ™collapse®. The former is unques-
tionably taking place. Inflation is resulting in & rise of prices of
from ten to twenty percent pger month and the will and ability to |
callect taxes on the well-to-do and decrease expenditures is lecking. ;
The possibilities ere that the paper money will become completely |
worthless. Such an eventuality or even a continuation of the existing i
course of inflation would decrease still further the efficiency of
the Chinese economic and war machine —— the mere business of living
will absorb more time and attention, more inequities and Inegualities
as between groups and individuels will arise, morale will deteriorate
still further. The Army and the Bureaucrats will protect themselves
by an extension of the present practice of collecting taxes in kind
and the burden on the peasants, the only ones who cannot escape such
trxes, will increase,

This is a gloomy plecture but it does not necessarily imply a
"eollapse™, but merely a continuaticn of the trends thot set in around
19328, A point may eventually be reached where isolated peasant riots
and revolis may occur (several such took place recently),but so long
as the army is fed and the leadership remains united such revolts
cannot lead to a breakdown,

There is one possibility that could result in & cessation of what
little mctive resistance prevails and that is a bad erop failure in |
Free China. Such &n oceurrence gould be exploited by the Japs in
such a wny as to result in wholesale desertions of troops and mass
exodus of peasants to the Occupied Areas.

ds the Generalissimo's Position Threatened? - Here, sgain some
preveiline differences of eoplinion mizht be removed by making a dis-
tinction Letween the Generallssimo's positlon and his powep. Hia |
position as probably the only individual ecapable of being recognized |
as the leader of the various groups 2nd cligues, both in and ocutside i
the army, 1s believed to be secure. His power to command and secure |
otedlsnce, on the other hand, is severely circumseribed., His strength |
lies portly in his ability to play one faction off agninst another
{even in his ovn familyl) and in recosnizing the limitations on his
orn power. His wenkness, however, lies in the fact that he hes no
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1iti stronz mass support and leans entirely on the Gentry
l(nl.andlurds s Buresucrats and Army. Consequently, he can do little
to bring about any reforms that interfere with the prerogatives and
privileses of these groups and is consequently debarred from teking
such actions as would establish & trend toward the creation of a
modern, efficient, patriotic state, 'He can exhort the Party end
the Army to be efficient, to be honest, to deny themselves special
privileges, to resist nepotism, to win the suppert of the peasants
and the soldiers and the students. He cannot take appropriate
action to secure such results. Owing to our netural tendency to
personify, we sre apt to concentrate our thoughts and energles too
lorgely on winndng the support of the Generslissime to such and such
a policy rather than to assessing the possibility that the policy in
gquestion can sctually be carried out in Chine today.

Ihot sre the Motivations Underlying Chinese Policy? - The men
surrounding the Generalissimo and the groups in turn surrounding
them are with few exceptions men Jockeyinz and maneuvering for
position, power and privileges. Many can hardly be characterized
as honest, efficilent or patristic men. They are distrustful of
Yestern democratic influence as tending te threaten their privileges.
They went American military and finencial aid but not American
culture or ideas. On the gther hand, they are even more distrustful
of Rusaia, whom they accuse of giving moral support to the Chinese
communists and whom they fear will rive physicel support in the
future, These considerations give some clue to the current dominant
anti-forei’n, anti-commmists lines in Chunzkinz pollcy. The dis-
sraportisnate amsunt of emphasis placed on the abolition of the
unequal treaties arlses partly out of e desire to conceal the absence
of any positive reform program and partly out of a2 desire to stir
up and keep nlive the distrust of the Western powers and discredit
thelr demoeratic pretenslons.

Uen 1ike the Minister of Ver, the Minister of Fducation and the
Head of the Secret Police must necessarily feel profound distrust
of our policy snd influsnce. It would bte most unreelistie to
expeet their sctions to be motiveted in the slightest by any feelings
of friendship for us or gratitude for what we may do. * We do have
genuine snt edmivine friends in China, Thess, howevir, are lareely
in the university faculties snd lower ranks of the Bureaueracy, nand
the farmer sre being gradually starved snd demoralized. .

The conclusion anpears inescapable, therefore, that ve are deal-
in- vith a large group of men who have definite Interests with which
they fenr ce may laterfere, who hove no particular slfection for us,
rn? whe ore determinad to secure ns much from us ns possille while
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* porting with as little ns poasible, IF it vere poasible for us
to win the wer with no help from China &nd with no prejudice to
China's ability to secure its war aims, nnd ot the seme time
strengthen the ability of the Kuominteng to perpetuate its power,
resist reforme snd suppress the Communists, this would constitute
the idesl outcome from the Chinese Government's point of view,

Our nationsl interest, on the other hand, would best be’served
by the maximum use of & united Chinese army snd people, by prosress
toward & more efficlent, honest, demoecratic stete, and by the
avoldance of civil war,

Qur Bargaining Position - The Chinese heve in every way sought
to create the impression that our bargaining position is weak,
Basgically this rests on the thesis, constantly repeated, that the

"Jdaps cen be defeated only from operations from the mainland of Asia,
We must, therefore, the arrument runs, at any eosts keep China in
the war, From time to time the tlreat or warning of "collapse® or,
in more veiled terms, the "defection of important elements to
Wang Ching—wei" is made.

Actually the Chinese Government's bargaining position is quite
weale and ours is strong. Chiang end the various party leaders hive
time and agnin and in numberless weys, shown that they share in our
complete conviction of ultimate vietory over Japan, To go aver to
the Japs would merely mean, in their eyes, going over to the losing
side and leaving the future of Chins to the Chinese commmists, In
addition, of course, Kuomintang leaders look to America for billdions
of dollars in the post-war period while the Army, in particular,
look to us for the airforce snd industrial underpianing of an ordnence
industry that will permit the suppression of the communists and will
providie the requizite strength for the eventusl clash with Russia
they all exp=ct. Moreover, hoth Chinese rovernmental and private
cash belinces (including those of Ministers) are in this country
ond would presumably be forfeit under certain conditions. Finally,
it is not inconceivable that Japsn can be defented otherwise then
from t e mainlond of Asia and it would do no harm to drop hints to
this effeet. Tt is inconceivatle that Japrn would be unbestable if
we had no sllies on the minland.

Soge Possitilities, -~ The underlyia- factors sketched above
bviously must enter Into the deteraination of our Far Fastern
military rnd politlesl peldcies, Before, for exemple, conpletely
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committing ourselves to a defeat of dapen through Chins poliey,

we must. assess the amount of help we may reslistically exprct from
China (a) in retoking Burma, (b) in offensive action sgainst
Japrnese forces, (e) in defensive action ageinst Japanese attacks,
[ds‘ in orgenlzing transportation in China, These, in turn, depend
upon the full exploitation of our bargeining position in securing
a revolutionary elence in the wdll amd atility of Chinese armies

to fiskt. The dangers that sust be faced are thai eertain elements
in Chira will seek to secure the moximum in supplies while refraip-
in: from combat with the Japs; and thet the buildine up of a power—
ful American airforce in China will induce the Japs to attack
before ® sufficiently strong ground force to deferd airbases can
te bullt up and tredned. So long &s advanced airbases and lend
forces have to be supplied from India, logistics will favor the
Japrnese, It mav be taken for granted that before we are in &
position to threaten Japan seriously from Chira the Japanese will
meke & supreme effort to destroy our base of operaticns.

Another direction in which our bargaining position must be
expleited fully is in the politiecal and economic field,

Nelther the Governuent nor the Communist forces can be expected
to make their full contritution to the war srainst Japan when they
exp-et to have Lo engage In & war of extermination against each
cther. Moreover, such a war following or Just. precedine the defeat
of Japan would be prejudieisl 1f not for the preaervation of the
peace of the world certainly for the atmosphere in which a good
peace can be contrived. There is grave danzer that another
iz in the making, where great powers lire up in support of the
different factions.

- Thé solution of these problems requires statesmanship of a high
order_on the part of America, No oceasion should be last to demon-
strate our friendsklp for the Chirase people; with the Government,
however, the efficacy of sentiment and friendship is limited, We
must insist on certain things being done and, assured that our
disgnosis of the situstion is correct, hbe prepared to disresard
threats and reprosches in the realistic pursult of our interests,

It will, in the long run, cost us little more to defeat Japan from
the ixlands and sea than from the mrinland, Tt will eost us nothing
to vithhold financisl aid ir the post-war perded. Our task will

be enormously facilitated if the Chinese Government learns that we
view the situation in this licht epd that our military and financial
aid has & price. Unless we stick to that price, our aid will not
serve the cause of the United Hations but will, on the contrary, be
definitely harmful.
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A stadebiy-eonfddemibal telegram of May 25, 1943 from the
American Charge d'Affaires at Chungking reads substantially as
follows:

The publicity board aroused forelgn correspondents at
1:30 a.m, on the morning of Masy 24 and gave them a special
bulletin attributing to a "Central News report" information
to the effect that it had been stated by "official sources"
that the actions being taken at the present time by the Japanese
in the western part of Hupeh Province indicate that the Japanese
are attempting to launch westward along the Yangtze River an
offensive on & big scale. Inasmuch as the Chinese Military
have not tried to contact and inform the American Military and
Naval Attaches, the report was not given to Chinese correspendents
and was not carried by the Central News Service or in the Chinese
press, and as it was not given out as a statement of the military
spokesman, some forelgn observers have conjectured that the motive
for the report and the dramatic way of issuing it might have
been the wish to gain at this particular time special notice
abroad and in this way influence any plans for the conduct of
the war which are being made at the present time.

In the opinion of the Naval and Acting Military Attaches
there is as yet not sufficient evidence that the Japanese have
brought up additional forces in large enough numbers to carry
out an offensive on a major scale. There i1s as yet no confirma-
tion of reports that the Japanese are using two new divisions
in addition to the four divisions already in that general area
and the Chinese Intelligence has not accepted such reports. It
is likely that there is in progress a drive on a limited scale
to complete the clearing of the Yangtze River between Ichang
and Yochow to eliminate the Chinese threat to Ichang and to
encirele the rich rice-producing lake. There are indiecations
that weak reslistance is being put up by the Chinese.
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WASHINGTON .

Ootober ”; 1"’1
HON. LAUCHLIN CURRIE

WI1 you talk vith me

P. D. B,

Secret memorandum prt?a.ud
for General Stilwell by one of his
aldes, dated September 17, 1943,
antitiad "Poliey Conflicts Among
the United Nations, and forwarded
to the President by Mr. Currie
under date of Oct. 20, 1943.
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THE WHITE HOUSE o
WASHINGTON

January 6, 1944.

You may have noticed some criticism recently of
F.E.A. I sghould like to make a few observetlons on 1t.

l. There is good reason to balleve that 1t
emanates from certain people who were emsed out of
both 0.E.W. and Lend-Lease and their old friends now
in F.E.A. This explains how Pat Jackson and Tom Stokes
can line up together.

2. There is a minimm of ecriticism of the
policies being followed by F.E.A., or even any lack of
policy.

3. Because of (2) it seems likely that the
eritiecs will run out of ammmnition.

4s It is true that the R.F.C. has procrastinated
in turning over contracts to F.E.A. MNMr. Crowley has
worked this out patiently, beliewving that controversy
should be avolded.

5. The progress of consolidetion has been slow,
partly because of difficulties of recruiting the right
personnel, partly because of the agencles belng scat-
tered in so many buildings. Progress toward & smooth
working organization is being made daily. °

6. In the meantime, all the work of the con-
stituent agencies is going forward and in some respects
has been improved. Examples are (n) better working
relations with State here and abroad, (b) move toward
simplification of export license system, (c¢) more
businesslike handling of lend-lease, (d) move toward
restoration of private trade in North Africa and the

Middle East.
e Eag
o e b
Ew:mm Currle






WASHINGTON, DC

Jamuary 11, 1944

Jarmes F. Byrnaes
Plrector

MEMORANDUM FOR THE PRESIDEST:

SUBJECT: Criticism of F. E. A.

Tou should not be bothered with this story at this time but as
you inguire, hers it is.

The eriticism of FEL comes from several sources. Currie is
right in saying some of it comes from people within the organization who
came over from OEW and are sore because some of their leeders were dias-
missed.

Mere of the ctiticlsm originates in the State Depertment. Hull
telephoned me about two weeka ago that he felt FEA would blow up. I told
bim Crowley had the seme idea about the State Department, Hull and
Crowley can agree without difficulty. Their subordinates camnot. It is
the same old differences that existed between State and Lend-Leasge and
State and OEW. There are even meny of the same personalities,

Crowley hae charge of econcmic matters abtroad, subject to the State
Department when foreign policy is involved. The situation breeds quarrels.
Some State Uepartment officisls contend that all economic matters inevitably
affect policy. Some Lend-Lease officials contend they have the right to
act in all matters unless they are advised by State Department that their
action will affect politieal policles. I called Hull's attention to this
situation and urged him to insist that hie people should realize the
necessity for tactful cooperation with FEA., I talked to Crowlsy along
the seme lines.

I think Currie is right that there is little ecriticism by the
Press of policles. It 1s generally bf organization. Some of it is doubt=
less inspired by the extreme followers of Perking and digeatisfied State
officials, but not all of it.

Considerable criticlsm is directed against Currie by friends of
Crowley. It is in no way perscnal. They say that he is an eccnomist but
has had no experience as an administrator and no qualifications for the "hot
spot" Crowley gave to him in molding two or three organisations which had
conflicting interests. Another oriticism is that in the effort to help
Crowley, Currie and two or three others on the same level, prevent the
Division Chlefs from presenting to Crowley problems which he could promptly
dispose of. 5till antther is that Leo has & tremendous job demanding six
:ﬁf‘: e week and gtill has to give time to Alien Property Custodian end :




I have herstofore talked with Crowley about these oriticisms. He
plans within about two weeks to send you & Report as to Alien
Custodian and at that time will recall that he was to continue only for &
while and he will ask that you make another eppolntment. He tells me he
will suggest .a man to be appointed as head of FDIC.

Crowley realize

8 the necessity of improving his housekeeping. How-

ever, he correctly points out that he has been making grest improvements in

the last month. He i
Crowley wants t

&8 over the worst troubles.
© get Milton Eisenhower to serve as General Manager.

I have promised to help him and shall take the liberty of using your name
if necessary to get him to acecept.

« Fo B



THE WHITE HOUSE
WASHINGTON

January 10, 1944
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What 4o you think?

F. D. R,



THE WHITE HOUSE
WASHINGTON

Jaemary 6, 1944.

RAN FOR a "

Re: Current Criticism of F.%.4.

You may heve notdced some critieism recently of
F.E.A. T shmld like to meke s few observations on it.

1. There is good resson to believe that it
emanates from certain people who were eesed out of
both 0.E.W. and Lend-Lease and their old friends now
in F.E.A. This explains how Pat Jsckson and Tom “tokes
can line vo together,

?. There iz a minimum of criticism of the
policies being followed by F.E.A., or even amy lack of
nolicy.

3. Because of (2) it seems likely that the
eritica will mn out of mun:ét'lou.

4. Tt i= true that the R.F.C. has procrastineted
in turning over contracts to P.E.h. Mr. Crowley has
worked this out satiently, believing that controversy
should be avoided.

5. The prosress of consolidation has been slow,
rartly because of difficulties of recruiting the ripght
personnel, partly becanse of the spencies being scat-
tered in so many buildings. Progress toward a =mooth
working orgenizetion 1s being made daily.

£. In the meentime, all the work of the con-
stituent agencies s coing Torward snd n son resnects
has been improved, Exsmrles are fa) better working
relations with State here and abroad, ’b) move toward
eimnlification of axport license svsten, (o) more
tusines=like hendling of lend-lesse, fd) move townrd
reatoration of nrivate trade in North Africs and the
Middle East.

(Sirned) LAUCH CURRTE
Lauchiin Corrie




You may be intereasted in
the attached date on the object
of the first raid on Japan by
the B-29'g,



or about peroent of the tetal coke oven capacity available to the
Japanese. Fagilities are
by-products—ammonia, bensene, toluene, phenol, etc.—obtained from
the coking operations, The by-products cutput alse represent about 16
percent of the total quantity of these products available to the
Japanese from their coking operations,

Mmﬁﬂ.tMHﬁ-lhﬁlm:‘Mmi‘t’ﬁ
2,543,000 metric toms of pig irom, or about 18,3 percent of the total
availsble to the Japanese. Steel making faciltities include open
hearth, electric and Bessemer type furnsces with total inget capacity
of about 3,007,000 metric tons annually, or about 22 pergent of the
steel ingsts aviilable to the Japanese,

?
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From the above, it is obvious that total destruction of the Yawata
Works would decrease significantly Japan's coke oven and iron and
stesl making facilities.

Far Bast Enemy Division June 17, 1944
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THE WHITE HOUSE 4
WASHINGTON

From LADCHLIN CURRIE

$£.C,

Re: FEA

Should there be any substance
to the stories of the imminent
disposition of FEA, I should very
much eppreciste the opportunity of
glving you my ideas on the matter
before any definitive actions are
taken. I think I am in perhaps
the beat position to know the
current operntions end possible
continuing activities of FEL and
have some definite idesns on what
might be done.
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THE WHITE HOUSE
WASHINGTON

Jangary 19, 1945.

I

Attached are twe carbons
of a memo to Mr. Currie which
the President signed this
morning. Mr. Currie failed
to leave the carbons with you.
I am dating the original as
of trmqi

Mr. Currie also brought
back a letter signed by the
Fresident, to His Excellency,
Eduard von Steiger, President
of the Bwiss Confederation. He
left your carbons with you.

I am dating the original as
of today.

;f-Ct-vu_.M'.
Eleanor Myer
Seeretary to Lauchlin Currie

L

-'t?-'.ric o



foanit frem il

January 19, 1945.

MEMORANDUM FOR LAUCHLIN CUARIE

Io beading the American delegation
to Switserland to negotiate a new
trade agressent you will receive your
instructions from the Secratary of State.

ﬁ addition you are authoriszed, se
far as may be possible without interference
with your primary mission, to inform
yoursslf on current thinking in British
Government oircles on post-war cosseroial
polloy an i exchange and flnsnelal matters
and, Af time permits, to inform yourself
on mutlcmiﬁm in Ttaly and report
back to wme.
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-u":m-uumm-:mw.
Flease sooept the lasuguratios medal I e
mwﬁ.m-.mmuqum
Inxml-n.

(FDR)

Eis

Coafedaratiion,

President of the Sulse
Burne, Isitsesrlsnd,
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January 19, 1945.

I am attaching some brief notes
gent to me In strict confidence by
Lecn Hendersen. The important issue
that appears to be skaping up ia
whether the longer term directives
will be prepared by cilviliuns or
the military.

Lauchlin Currie
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Important planning now being done =t SEAEF by G=3 -~ Mejor
General Bull under Generals Bedell Smith and Morgen. G-5 is
not fully aware of this, nor Tickersham, The dominant Army
group at SHAFF has not advised Wickersham that his people will
not be used initially to staff the ministries. This
emphasizes the zonal concept rether than central ministerial
control. It is felt that Eisenhower mey not want the top job
which may go to General Bradley. Bradley's army group may be
used initially for the twelve ministeriel divisions with many of
MeSherry's people becoming the économic group. This part of
SHAEF is mekin: no provision for asking help from FEA. It wants
no interference from civilian sgencies and accepts Murphy with &
small politiecal staff as the only civilian influence.

Colonel Howard's ideas are different, He wants to recrult a
dozen or more businessmen with German experience on FEA peyroll,
or in uniferm, for use both during the SHAEF period and leter,
It was Wickershen's idea that Howerd would recruit thase for the
U.5. group control, but Hownrd himself was thinking of
them right intoc SHAEF Instead. (It 1s understood thet sinee his
arrival in the U.S. Howard has indicated that he was going to
recruit men in uniform only.)

There were indications that Winant had learned that the Joint
Cliefs of 3taff did not went to clear Purther directives to EAC.
The Joint Chiefs would prefer to have the U.5. Commander in Chief
free to negotiate and subject to directives from the Joint Chiefs
only. The point of influence was shifting from the EAC to SHALF,
Flnent wes disturbed by this tendency, end did not agree with the
idee of reducing the importance of EAC and was considering foreing
an issue on this point.

In regard to the work on plannin being done either at SHAEF
or in Vickersham's orgenisation, it wes felt that plans on trans-
portation, communications, power, agriculture, and labor were fairly
well along. Plans in respect to allocations of raw materials,
rationing, price control, zctivities similar to those of WFB or OPA
wera way behind, and were the matters on which the Army needed most
hllpt

British thinking is well abead on thds. Sir Pergy Mills is
recrulting o ataff of two or three hundred people for the Economiecs
Division of the British "Element" wideh is what corresponds to the
U.5. Group CC, dAfter the SHAREF period the British "Elament™ is to
be unier the Foreign Office. Indications were that the corresponding
fussian Group would be eivilian.
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THE WHITE HOUSE
WASHINGTON

I em attaching for the record
& brief discussion of my

activities while on loan from
the White House to FEA.

P i o

Lauchlin Currie




For your information I should like to meke & brief report on my
activities during the period of my loan to the Forelsn Fconomlc Adminis-
tretion. I served there as Deputy Administrator for policy matters and
tock no responsibility for administrative matters, which were under the
supervision of another deputy.

1. QGeneral, My initisl tasks were to ensure unified and consistent
policies for the four agencies merged into the FEA and to work out a
basis of proper working relationships with the State Department. On
the policy side I think I may safely say that there were no major policy
issues that either split the orgesnization or remained unresolved. While
doubtless policy decisions could have been improved, at least none crested
any widespread criticism or controversy.

In the field of workins relations with other departments I tock
perticular satisfaetion in the agreement signed with State on November 11,
1943. This agreement provided for the predominance of foreign policy
considerations and for the right of the Department here and its repre-
sentatives in the field to be kept fully informed and to intervene at
egny time when, in the judgment of the Department or ambassedors, foreisn
policy or foreign relations in any substantive sense were involved. In
exchanze FEA's responsibility for economic operations including the
formulation of progrems, the selection of personnel, and the conduct of
negotlations, was recognized. This agreement has worked splendidly in
the field and provides, I believe, the proper basis for relating foreign
nolicy to economic operations abroad.

2. gpecific,

8. ZXconomic Warfare, For the most part, State and FEA
have gone eleng together in increasing pressure on the neutrels
es our military position improved., Under my direction and with
the support of Mr. Crowley, FEA took the lead in exacting
highly important concessions from Sweden in first reducing
substentielly end later eliminating completely the shipment
of ball-beerings to Germany. Again, recently, FEA has advoceted
e stronger line on Switzerland and has throushout pressed that
& more stringent ecoriomic policy be adhered to with regerd to
Argentina. It 1s, of course, only proper that an agency
primerily concerned with economic warfare should advocate more
drastic measures than one concerned solely with foreisn policy.

b. Lend Lesse, Shortly after the establishment of FEA
I haencled the negotistions that resulted in arresting the
growth in British dollar belances. This wes done by arrang-
ing for the importation of meny rew materisls on reverse lend
lease and by elimineting various items of & politically vulner-
avle charecter from direct lend lease to the Eritish., These
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negotietions, I believe, strengthened lend lease and
extended the applicetion of the pooling principle.

The other two importent series of lend lease negotia- --

tions I handled for FEA had to do with & 3-C agreement
with the Russians and a Phase II agreement with the British.
The Russian agreement has not as yet been signed. While

lie British were disappointed in certain respects with the
tentative Phase II agreements, I em satisfied that they
provided for a fair and equitable besis for & lend lease
program &fter the defeat of Germany.

Throughout my tenure the British continued to exert
considerabtle pressure for & modification of the ¥White Paper
governing British exports. This pressure was reasisted
throughout.

We notified the Chinese that in the future civilian-
type goods for China would in the first instance be assigned
to the FEA special representative, following the pattern
set by the Army in consigning military-type goods to the
ranking American officer. This vas done to give some added
protection against the misuse of lend-lease materisl and to
secure a larger measure of control in the disposition of it.

c. Liberated Arecs, Agreements were reached under
which FER undertook to finence certain essential civilian
requirements for the Army for the liberated areas of Italy,
Greece, and Yugo-Slavie.

As of August 1, 1944 I concluded an agreement on behalf
of FEA with the Army whereby FEA would finance all civilian
relief supplies certified by the Army for Italy. In addi-
tion FEA has supplied civilien personnel to the Army for work
with the Allied Commission. I also worked out the agreement,
which finally secured your epprovel, of meking available to
the Itelian Government the dollar eguivalent of American
soldiers' expenditures in Italy, immigrant remittances, and
the proceeds of Itelisn exports, to be used in financing an
industrisl rehebilitetion progrem in Italy. This account now
smounts to some §1560 million end should prove of substantisl
aid in putting the Itslien economy on & self-sustaining basis,
While FEA has no direct responsibility for Italy we pressed
throughout for more generous treatment and our nomination of
Genersl O'Dwyer to the post of Vice President of the Allied
Control Commission, in chorge of the Economic Section, led
directly to a drestic chense in our Itelian policy.

In the case of Greece I urged and secured acceptance
of the view that the military perlod be made as short as
possible, so that UNMRRA could take over full responsibility
for relief.
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In the case of France we mede available the facilities of lend-
lezse and Treasury procurement for the procurement of civilisn supplies
on a2 cash reirbursable basis, In the meantime we did everything we
could to expedite the release of French belances in this country so
thet the French Mission would be in & position to make its ovn arrante-
ments with American suppliers. My own view throughout has been that
so long as France possessed gold &nd doller balences amounting to some
two end a helf billion dollars there should be rigid screening of
French eivilian requirements on a straight lend-lease basis,

d. Germagy. FEA has throughout contributed & lorge number of
civil guides, mostly descriptive in charecter, for the use of the Army
Occupation Forces. More recently it has been working directly with the
Stete Lepertment on the more technicel aspects of economic controls
to be imposed on Germany. I worked out an agreement with the Army which
wes leter confirmed by you, that FEA would recruit for the Ammy ecivilian
personnel to work in the economic field. Finally, we dispatched
Leon Henderson on & survey mission to England and France in this genersl
field. A good deal of prepsratory work has been done in planninz how
Germen assets concesled abrosd mizht be escertzined and secured.

€. Under the orizinal
Executive Order this task was to be assigmed to the FEA. My responsi-
tility in this field was agein for policy. I first appointed an advis-
ory committee of four outstandine tusiness men, whose report later
served as & besis for the formuletion of policy in this field by a
sub—committee of Mr. Clsyton's Advisory Committee. I served as Chairman
of this committee. It is hoped that our report will be of service to
whotever agency is finally given this important respongibility.

f. Import Procurement, There were few important poliey matters
th whick I had to deal in this field. However, I tock the initiative
in cleeninz up & long-standing unsatisfactory condition in Fraszil, and
ES A conSequence we were able to procure double the amount of mica, a
hizhly stretegiec meteriel, than we hed procured heretofore from Erazil,

g. XIxport Licensing, In this field I pressed generally for
simplification of procedures end for the establishment of & broad set
of principles to be followed in granting licenses. ;

h. Development, The work in this field was confined lergely to
developdins & zuide for the post-war industrialization of Chinm. The
basic ides wes to develop & plon for a reletively modest producers!
goods industriel base for Chins, which would be consistent end balaneced,
The bulk of the detsiled cslculations and plant desimms was contributed
ty some fifty American firms. This guide has now been adopted by the
Chinese Government.

i. Post-lier Interpationel Fconomic Policy. I represented FEA
throughout on the Exeeutive Committee on Forel:n Foonomic Poldcy ond
prrticlpated netively in the work of thet committee. In testimony
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before the Colmer Committee I outlined a ten-point progrem desizned
to stimulate our exports in the post—war period. In the Phase IT
negotiations vith the British, I secured = written pledze from
Lord Keynes thet the sterlins dollar pool would not be used as a
device to push British exports st the expende of imericen exports.

Lonclusion. In this assizrment I felt I ecould best serve your
interests bty keepinz FEA es smooth-running as possikle. I mode EVETy
effort to resist the temptations offered by my dual position to bring
matters directly to you, only oceasionally asking for guidance on
sttitudes to Le adopted on emerging problems. So far es I cen
recollect no jurisdictionsl disputes had to be referred to ¥ou and

no major pelicy decision was over-ruled by you.

Lauchlin Currie
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