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TH£ UND£R SECRCTARY or TH£ TR£ASURY 

WA8HINOTON 

Januarr 6, 1939 ' 

liDIORAliDUll JOR Till PRES! DEli'!': 

The attached aemorand~ ot a telephone converaation from 

the Briti1b Treasury Dep~tment •ill probably be of intereat 

to you. Secretary Worgenthau teelo t hey are takine a otroac 

eonatruc t1Ye at~. 

/ 

" • 



TREASURY DEPARTMENT 

I H T& .. O PP"ICil COMMUN IC.ATtO H 

••no Jan\I.Cl.ey 6, 1939 

~oow A. Lochhead 

Yea~en!a¥ ...-eniQC But~erworU> calle4 troa l~ndo11 acd Jl!o;-1aed that 

he had be~ll roques tad b7 ~· Jrl thh 'rreal".tr;, ~ conYey the followiro& 

information to Secr etary Uorsenthau: 

(l) At 4 o 1 cloel< thlo afternoon the)' tdll llru'lounce a tranafe::- of 

101.:. !rozo the :5acl< or ~la~~d t, the :;)quali ::.atio!l Fw!d . Tbe;r had 

origillall7 i11tendrd to tra:>.fer 6o ll1ll1o11 pound.o, bout l:a?e new dectt:.e~ 

t~ tra!l efer all the ~ld acquired by tt•e :BOJ>k of ~lan4 ai11ce thay 

Wllllt off the Gold Stanil!lrd in 1931. They ~rt takinc all tho cold 111 

the issue 4opartu.ent of the :Bank ot Ellglall4, rlth the exception of 

1<:6 Dilllo11 p,unde which raa in llrit iah poueaaio!l after they unt o!f 

the G<>ld Stan•a.-t. 1n Septeeber 1931. \'bh tranal'er will CCU~~t to 

20C llillion pou:>l.o at tho olci ra.te, or ,.,".l,.l:l!· 350 , 0CC , COO pOUIIda at 

current cold lO'Tolt ($1, 700 , 000,000) . The object of t be traneter of 

a•,cb a larie amount it to make it clear beyond BllY doubt that the 

!%ch&D6e ~~d will ~e in poeaeeaion ot eu!f1cit"t reeoarcce to meet 

aA7 call on H . 

(2) On Saturday it will bo announctd that the Tre&a\U}' intendo 

increaainc the fiduciary h~•lt fr~" the p>'totnt level o! 260 million 

pounda ·• 4¢0 Billion ;ound.a nr..:. it will b• add•d that the Gour=tnt 

illtcdo to in\ro<!nco le101ol&t1on to a:>tlld. t he <:-.trrenoy and ""-" l.oto 

Act o! 1928 when Parliament recomen... l:),ey will probabl;; uvalue t;,e 

gold. in the l!Nlk ot Jtncland. at ~hat tlllll troo the old oto.tutory gold 

rat~ to oooethi n& near the pre oe11t co.r~e t level, but this will not llle&n 

t l'.at tl.e;r )".aYe eotablhhtd a !'!:red prlco !or eola. 

All tho)' bollave \ bor• will be a 1;1'<&\ d.oal of couent and. opeculatl~c 

th•Y h&ve ro~eotod. particularly that we cake no com~cn t on it on thio 

aide, o.a it wi(;ht embarrau thtm to hav e various interpretation• p l aced 

on \ heir netione before Parliarent ceeto. 



.. 
T HE UNDE R SECRETARY OFT HE TREASURY 

WA&H I NOTOI't 

Aprll 4, 1939 

Uy door Wr. President : 

The Sec::ret&.ry Ma asked .me to send you by pouch 

the eneloaurea. Be also baa a5ked mo to BG1 that be 

would like to comcunl.cnto rl th you by telephone on 

Faithtull1 yours, 

,..~~~ 

The Prealdent , 

Warn Spr!ngo, Ga. 
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THE UNDER SECRETARY OP' THE TREASURY 

WA8HINOTON 

.lpl"ll 4, lNI 

DMJ" a...,., 
1 aa •cloa1J1C bereriUL a tile oa \be leak of -'-noa -uer 

OOD\aialJIC a leUer of \ru.UUal \o M 4a\e4 A;lrll 4\b dpe4 b7 
J•••• JoDae, \oca\her •1\b \be follo~ .. c1oeurae1 

(1) LaUer f1ooa ••••• JoDH \o Ill'. Olanaial ecn•liiC \o 
1UI4anr1h \be iDcreua iD a.pUal of \be leak, 4a\e4 Fe\~ 
215, 1939. 

LaUer troa 1'1U1aa 0. lloucla• \o Jeue Joau. 

Le\\er of reoo..aa4e\1oa b7 ••••• Joaee \o rou. 

Letter of reoo•m4&Uoa b7 Pl' .. \oa Delaao. 

(2) 

(3) 

(4) 

(I!) 

(6) 

(?) 

Le\hr of reoo•flD4&UoD b7 teo Crowl.,. (......;f ~ """"+ ....._..~ 
f'~) 

LaUer of reco-D4eUoD b;r l1D4er Secre\IIJ7 a...ae, 

l aa aleo eead1nc a coapleh file •• ouU1De4 aboYe \o \he 
Preeidea\ a\ w..,. Spr1nca b7 pouch \hie afhrDOoa. 

l \ruet \hie lo \be 1Dforaa\1oD rou dee1re. 

The Honorable BeDI'J llorceD\baa, Jr, 
The Clohtere 
Sea lolADd, Georcla 

S1DcerelJ, 



tn:tOXS'fiU '(;'I'f()~ Fl~.\.~f:t: COIWOH.\ 'flOX 

\\',\!'!II l~(iTU~ 
J•••• .. ..10101&• , .. , ....... .. , .. ._ .. ,. .. 

AprU 4, li~ll 

Dear J olmni.e• 

EbclDeed h (1) cop7 or a letter I wrote to llr . L. 11. 
G1ann1ot, l'ebJ:'I.IarT 25th, 1nd.1cat1n& the te"'e and concl1t1ona 
upon wbl.ch n -ad r1Aanee ao increue or the c:api t.a1 stock of 
the B.nk or Aaaric:a I. T. o\ S. A. 

( 2) A letter r.- 'I!Ullu 0 . Dou&Las, Cbairaan or 
tha Seeuri Uea end Exehaoge c-l.aaion, dated lla.reh Mat, at& tiD& 
thet the Secur1Uee and Exchao&• c-l.aaion aaw no reaaoo •liT 
the RrC ahould not aaaiat the atoeltholde.ra or the Banl< or America 
II. T. & S • .t.. throu&)> loana thet will enable thea, lncludiD& 
Tn.oaueriea Corporation, to rillanee the inereaae. 

(!I) A letter or .t.prU ~ froa llr . L. II. Giann.W , 
Pr .. idmt or the Bank, appl.yl.og tor a loan or loans on behalf 
or the atoeltholdere up to t2s,ooo,ooo, to be used 1n the purebast 
or preterred atoclt 1n the B.nk. 

You wl.U note thet th4117 whh to repa,y the a.oney at the 
re.te ot ~ eecb 7eer tor 6 Je&rl, md 50% the 6th 7ear, wbl.cb 
11 a &lOb aborter U.e thaD ft reqlll.re in the liqlll.daUon of 
preterrad etoclt. 

Honorable John w. Ranee 
Under Secret&r,r of the Treeeur,r 
Waehington, D. C. 



' 

Fabru&rJ 25, l9S9 

Dear llr. Giannini z 

Re ference ia aada to tee •eetJ.Dg tbia 
110ming betwean tbe Coaptrolle r of the Currency, ;you 
and IIIJ&&lf. 

I .. autbori~ed b;y our Director& to 
adTiae ;you tbat, upon tbe request of the Searet&rJ of 
tbe Treasury and approTal of the Preaident, the R1C 
will land to tbe atockboldera of tbe Banl< of Alle rica 
N. T. & ~ • .t.. , indirlduall;y or in group, tbe •one;y 
naaeaaar;y to enable each atockbolder to aubacribe tor 
bia pro rata share of en:y increaae in the capital atock 
of :your Bank tbat :you aay deteralne to aake end tbat 1a 
approved by the Co•ptroller or tbe Currency. Tba a took 
to be preferred atock bearing ·~ per ennua, preferred 
botb in divid111da and distribution. The loane will be 
at ~l/~ per &nDua, payable quarterly, end will aatura 
one-tenth each 7ear for fiT& J&&ra and the balance in 
aix ;y~~&ra, 

The TOting rigbta accorded the atock will 
b4i exerciaed b)l the R1C only if there 1a default in tbe 
~ct of intareat or principal of tbe note. 

r . L. II. Giannini 
Preaidant 
Banl< of uariaa N. T. & S, s.. 
Sen Franaieao, Cal.ifomia 

Sincarel;y :youra, 

CC - The Coaptroller of tbe Curr&DOJ 



SroJRinES AliD UCiWGE CCtiiKISS!ON 

llareh ~.1., 1959 

The Honorable J ease II . JOlles , 
Chai ra~~n, 
Recooat.ruct.ion Finance Corpora t.loo 
~aab1Dgton, D. C. 

Dear llr. Jones: 

In the conl'erO!I'Ice ;yeat.ercla,y ~1. th you, the 

Cooopt.roller ot the CurrO!IIcy, Preston Delano, Md the Uodor 

Secret.er'7 ot the Treeaur'1, J ohn r.. HMea, you asked a e 11', 

troa the Yierpoint. ot this Co..J.saion, there ""uJ.o be WI)' 

objection 1! the Reconat.ructlon Fin...,oe Cor,;10ratlon undertook 

to ru misb the Bank or Amerlc11 1d th add1 Uooal. cuvl tal, 

tbia eapl tal to be a.pplled d.l.rect.l;y bJ the purchase ot 
preterrOid atoel< or the aank, or a loan to t.'le stoel<hol dera 

ot the Bank ( 11hleh "o.Ud include Tranauerica), secured by 

the preferred atoel< . 

I beve talcen t..'le a at.ter u p ldt.h the C08alse1on 

.,d a authorised to advise you that aucb e atop la in no 

~ aaraane to our p roceeding &&ain at and in vas U ga tion or 

Tran8Mar1ca Corporation .,d that therefore froe our ;l01nt of 

new there ia no roeaoo or pollcr which •e 110uld advance 

ep.inlt it. 

Our proceod.l.ng and our 1nvest1sa tiona are 

beaed ..tlolly eDd .,ureJ.r on the at.etute~ which we ...-u.iater. 

1o:47 ouch atep •• you propose, therefore, baa no bearina 

11hataoever OD the •etters under our Jur1ad.l.ct1oo. 

Your a tai t.bJ'Illl.;r, 

(Sle;~~ed) 1111. 0 . tousles 

nlllu o. Douilaa, 
' CbairaeD. 



Booorabla J'uae B. J'ooea 
Reconatruction P1Danca Corporatioa 
Waabingtcc, D. c. 

COPY 

April ) 0 1939 

At the llarch l4 aaatinl or tba directors or our ballk a -tttaa waa appointacl 

to conaidar 1Dcreu1Q8 our cepita.l , and upoa q return to San P'ranciaco the co.aittea 

will u.ka ita rac-Ddatioo to tba Board. 

It ia • purpoaa to aucaaat tbat •• incraaea our cepita.l t'lmda 125,000, 000. Tht. 

• Ul briQ8 our ratio or ca.pi ta.l fllll<U to dapoai ta to approxaately l to 10 b7 J'u.na )0, 

aDd will be dooe throuch ottarinc aubacriptiOD riChta to atockholdara . 

lou he ... adYiaed •• tbat upoo raqueat or the S.Crat&r7 or tba TrMWZ7 and approftl 

ot tba Pr .. idant 701.1 would leDd our atockllol.dera, 1Dd1Yid\lll.lly or 1D croup, the -• 

oacaaaary to tiDeDca the iDcreaaa, and the teroaa upon • IUch the loan or loana would ba 

..a •. 
In ..U probebll1t7 the atockhcldera will authorise the iaW&DCa of pratarracl atoclt 

to bear a diYideud rata equal to 1$ per anma OD the aubacriptiOD price ot the a toclt. 

In n .. of our l aTeral CODYaraationa I will rac-ncl to the diractora or 1'rana­

ueri ca. Corporation that azq diYidand racahacl oa the ...,. atoclt eubacriptioa by, or on 

bah&l.t of, Tr•oa .. arica Corporation 1D excau of intaraat to the ltP'C ba roaittacl to tha 

bank. 

Our eu'D1.Dp are 8\ICh that i t will ba &8117 tor ua to II'&Ura the prefarracl atoclt 

within a aiCh aborter tiaa than 7aur uaual tarwa aDd wa •Ul w.nt tha pri..U.,. of .,._ 

tirinl it u np~ u &U"'WWC• are anllabl a tor tbia plll"ppea. 

tou lilt' treat tlll.a u an applicatioa oa bahelt of our atockhcldera for a lou or 

1- up to 125,000,000, tha loan or ~ to ba oa asatantial}J- the t.u and 001141-

ti- oatl1aad 1a 7oor l.ettc' to .. ot Pabruu7 25, 1939. Opoa l'acaipt or adYica that 

t.bia appllcat.ioll 1a a;; or.S, oar diracton will, I • -., tat. datWta act.ioe to 

pat tb. plan 1JI opa"&t.iaoo 

L. lo Gtap=SwS (IIIIJd) 
• Le •• Oleetnt1 ..... ~ 

lank of ....U., lo To 68o Ao 



tn:CO~S1'H 1'1:'1' I OX 1·'1~.\."\ t:Jo: 1:0 H PO H.\'1' 10~ 

J Calc. H .JON"-' 
~-~"",...,. o • nu. • o .. • o 

Dear lir . Secret.u'71 

W.\~ I IT:-i{IT O:X 

April 4, 1959 

I aa authorhed by our Board to 

reco-eod that 1re led all or my pert of $25, 000, 000 

on the preferred stock of the Bank of America li nt1ona1 

Trus t and Savings AaBOciatl on , CtJJ.lf.ornia, to enable 

the Bank to 1ncreD.ae ita co.pitru. .1\inds by this tuDOunt . 

Our u auol. formal reeollll!lendatlon, 

111. th details, w1ll be eon t to you 1n due cou r se. 

The Honorable Henry lior&enthau, J r . 
Secretary of the Trauu17 
,,aabington, J>. c. 



,o. I)Oill-11 "~P'Io.V T O 

.,(;C)WfOf'"Ot,t,cft Or f"C Ct,llliii~Y"' 

atr dear Mr. ).ec~t.o.ryl 

TREASURY DEPARTMENT 

COMPTROLLER OF THE CURREJ'ICV 

WASHINGTON 

April 4, 1939 

Re!tr•nc• 11 urle to the a t.t.Acbttt cow ot a let.~r 

dated Fel::ru.o.ry 2,, 19)9 fr~ Ch.e.irJI.:Ul J'oneo of t.ne R.e:conet.ruc­

tion rine.nct Corpott\t.ion t.o Mr. L. M. 01Mnin1, Pr•aldent of 

tht B&nk of AllerlCCl National 1"rust and Se~winaa Aesoeia tion, and 

turlher to & lo\t.cr elated April 3, 1939 froe llr, 01oM1nl to 1.\r, 

1n ir.ac:reuinc the oapit&l at.ock and evpl\la account. 01 t-h! Bt.nk 

of ~rica. 

'l'he Reoon.t.ru-cUon Pil\e-toct Corporot1on 1a expected 

to underwrite 4Ul Ua.:ue ot ne• CJ..a.ea A •t.ock • h1cl'l1a )U"eferred 

both •• to clividema a.nd u11t J»81Uon. The Reconatruct.lon 

Fi.Danct Cor)>WZ'at.ion tv.r-tbar e.veu to &&ltt loe.nl to the bank 

atockhold.tr. on t.bt ltCW"1t1 of the neor atoc.k p-owl.ded auch 

at.ruct.ion Finance Corporation rlll ulca U.o adw.:u\C.u to 

otoclcboldora &\ 3 1/~. Should the "tro.nu..•er1ca Co.rporo.-



of Aaerica eJ...ct to borrow froa the Reeonatruct1on Finance 

Corporation to f!Jlance ita aubecriptio.n, 1t 1s proposed tbat 

the &.~~ount represented b7 the d1tferenti.&l in rate between the 

di Tid end peJ.d b7 the new benk stock and the cbl.rge 11111de b7 the 

Reconstruction Finance Corporation for such t'ine.ncing , •ill be 

relrltted b7 t he Tro.nsucrica Corporation to the iaeuing benlc. 

Pr.cedent exis ts for the hendllng of this utter &a 

proposed b7 11r. Oiaru:Uni , and it bas the approva l of the Re­

constructi oo t'inance Corporati on , subject to the toraal 

request of the Secretary of the Tressury. I raeoMend that 

the Secre to.ry of the Tre&aurT r equest the Reconatruction 

Finance Corporntion to f inance this new issue upon the teru 

proposed. 

It will be reC4lled th&t in December of 19)8 there 

were held a aerie a of contereneea in the COC>ptroller ' e oti'ica, 

poo.rtic1peted in by under SecretarT of the Treuury llanu, the 

Coaptroller of the Currency and his staff, C~ J ones of 

the Reconetruct1on F1nanee Corporntion, Cbainlnn Crowle7 of 

the Federal Deposit Insurance Corporation and repruantati•u 

or the Bank of u erica National Trust and Savings Aeaociation. 

Aa a reault or these conferences Mr. L. If . 01aon1111 

deepetebed a -orandua to the Comptroller cr the Curronc7 

outl1n1ng in condderabla detail certain atape which the benk 

aanag._nt propoMd to tab to aeet aoae or tha cr1t1c1au 



• 

which had been directed in proYioua axaminatioll.l b7 t be Office 

ot' the C011ptroller agdnet the conduct of t he bulk. Tbe 

Coaptzoller' a office, tbrouch ita exAalnetion procedure, ill in 

coll.ltant touch with the aa.n&&eaent ot the Ba.nlc of uerica looking 

toward tl» carrying out of the correctiYe prograa outlined in llr. 

Giannini' a auorandUII. One of the illlportant proviaioll.l of tbe 

aesoranclua in question wu an undertaking by t he b&nl<' a unage­

aent t o Mintain a ratio of l to lO between the sound capital 

atructure of the bank and ita total deposUa. The present 

requea t ot llr. Giannini to tbe Reconatruction l'ine.nce Corporation 

tor financin& additional capital h a necessary etap tcmard the 

a free tin& aDd u.intenance of auc b a r atio. It is ~ opinion 

that bacauaa of tbe u eet cocdition of the Bank of Nlerica the 

aecuring of tbeee add itional. tunda ill a Yery iJiportant and 

nece .. U'7 pert ot our provaa tar the illlprove-nt of the 

capital politioo of the bank. 

The Honorable, 

Very a1 ncerelJ' yours, 

Preaton Delano 
C011ptzoller 

The l:lecretery ot the TreaaurJ. 



.. . 

T HE U NDER SECRETARY 0~ THt TRtASURV 

WAaHINOTON 

.April a., 19)9 

Dear Wr. Secret&rJt 

Aa you lmo w, I M•e been followiiiC ••rr eloae17 \be 111&0\iaUolla 
btt .. lll the Co~tro11ar 1 a Of!ice and the officiala or the Baak of 
Aaerica which hA•e been coins on now for •••• ral .ontho. !t ~ baeD 
our deaire t hat t he Bank of '-•rica increeee ito capi t al to a poiDt 
where the iDatitution would ba•• ~oat ooUDd capital ratio of $1 of 
capital to each S10 of dopooito, Wr. L. U, GianniDi a«reed tba\ be 
would r eco .. eod to bie dlrectore t het the Bank i Dcreaoe ito caoita1 by 
June )0 , 1939, bJ an - oun t ouft'lchot to bria« the ratio to \ be 1 - 10 
balla proYlded be could be auured or a .. tbod of obteinia« aueh capl\al 
funda. 111 ord~r to «•t hi• to a«r•• t o raioe the additional aaoun\ of 
capital rectulred, J1111 Joneo bad t o a~ru to u.nde ....-rlte ouch o!!erio« 
to hie otockboldera. Thla wee done b)' Jeo• • Jonea in hie letter to 
llr. Glanninl c\atld 1ebrua.ry 25th, 1939 , copy or whl ch h ene1oeed. 
Wr. Glannlnl io now ready to Bake off~rlns to hlo otockholdero of oub­
ocrlptlon to addl U oDIIl c"J)l tal t'Wicla under the tenoo and condl tlOIII 
laid down in hie letter to Je111 Joneo dated Aprll 3d, cop)' of which la 
alao enclooed. 

l11 ord~r !or the Reconotn1ctioo 1lnance Corporat l o11 to co tbroU«h 
wlth lto eontrsct lt wlll be neceea~y fo r you, ao Secretary or t he 
Treeeury, to ol«n a l etter requ•otln~ the Recor.etructlon 1ioanco Corporll­
tlon to ouppl¥ fundi ! or thie purpoae. t aa clad \O JolD with PreotoD 
Del~~o, L~o Crowl ey, and Jease Jonea in recomrnendl~ t o you that you aicn 
ouch a re~ueo t to tho Raconotructioo 11Dance CorporetioD, baaed upon the 
lD!oraatlon contaiaod ill the encloeurea h~re•!th. 

Faithfully youre, 

-r c:rL... 1-.A-\-~ 

The Secret at')' o~ the Traaaur')'. 



-
BUREAU OF T HE BUDG ET 

WASHIN GTO N 

April 14 I 19J9 0 

~y dear Mr . President : 

In accordance with our understanding that I be relieved on 
April 14th of m;y duties as Acting Director of the Bureau or the 
lludget , I hereby tender m;y ruignati on a s of the close of bu3inon 
on t hat date . I have enjoyed 111;f many conferences with you and need­
less to SS/f I 8ll going to mas thCII in the future . I am grateful 
tor t . e opportunity you . .ave fiven .., to ga1n this additional ex­
perience in m;y Ooverll!ll!nt career. I t should be of material valuo i n 
'l1l;f ruture work . 

b I leave the Budget a.z.eau, I should lllce to report to you 
on the acti v1 ties of the pest tour and a half year a and on soce of 

• 

the tasks which re,...in to be done . During the pes t four and one-half 
years in the Bureau, I have had full cooperation of adJ:d.nistrative 
otticials of all the departlr.ent s and SP.encies, i ncluding your Cabinet , 
nn:l also of the Olembers of the Com:rd. t teo11 in Con!ll"ess with which the 
Bureau has coce in contact, particularly the mmbers of the Appropria­
tion Committees . I consider it extrerely important that this coopera­
tion continue. An even closer relationship with the Appropri ation 
Committees would be , I think, mutually beneficial . To this end it may 
be possible to coordinate our efforts more closely by permittine tho 
steff representatives of the Appropriation Coonittees to attend the 
hearWs held before the Budget Bureau on the annual estimates of 
appropriations , and by allowing tho au:bers of the Budget staff to 
attond the bearings on the approoriation estilr.ates held beiore the 
Appropriation Co::raittees, but without, however , permitting in either 
case any perticipation in such hea.rin. a . This would provide the CO!It­
.tttees, through their start representatives, with a bac~und or in­
torrr• tion tor their use in detel'll1ni.np the &~~ounts to be included i n 
the &P!)rop-ia tion bills, and would likewise 1\trl'ish the Bureau with 
information as to the attitude or the Cocadttees and Cot:lllittee r.em.~rs 
on varioun phases of the estim tea ot Appropriation which could be 
used by the boau as a guide in its consideration of subsequent esti­
mates . 

One who 1.s familiar with the developc>ent of our Budget system 
cannot fail to r ealize the necessity tor an adequately staffed organi­
zation to deal with the problems presented in controlling governnent.al 
expendi turu . In the past tho Budget llureau has confined its activities 
largely to the consideration or appoopriation estimates. 'lhis was in 
part due to tbe fact that the i nvosU.ation of p-ocedures and ,...nasement 

• 
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/ was conducted by tho Jlureau of E!!icl.on oy . Obviously there wee no 
justification for duplicaUne the functions of that aeency. 

The expansion of vovernmen tal tunc tiona into new fields and 
the increase in the worlc of the lonv established departments and 
U:MCies iPoosed addi tio!IU duties upon the already overboll'dened sta£! 
o! the Bureau or the budvet. It had been llrldmlt for scae tine that 
the onlJ' answer to the p-oblem was a reor1!81lhat1on and expansion 
both o! staff and tunctiona. 'lhua , about a year ap.o I !lllbl!d.tted to 
you a tenteti ve plan of reorjlanba tion of tho Bureau which would pro­
vide for on increase in the staff in order to give more data Ued con­
sideration to tho est.imoteo of appropriation, to advise the departments 
with respect to proposed and pendinr legisla t.ion, to undertake studies 
o! ;rocedur< l!1'ld JUn&r.e>*\t, to cake inveati~ations l oolcinv to tho 
elillination of overlappw and duplica t1np functions within the >overn­
IDent, and to:Lrlrove Federal fi.scal. reportina' . Estimtes giv'lnv effect 
to this plan were subnitted to Congress , and the Comittees on Appropr ia­
tions indicated their interest in the development of !!UCh a staU by 
providin~ the funds requested. 

The to= of orNanizatim adopted recol'nizes the posi tiona of 
Director Md Assistant Director as policy detannninr pooitions 'llhich 
will chan,.·e with the Adllinistratim, a nd establishes at the top of the 
civil service structure or the Bureau four hi~;h .,-ado poait'ons, the 
occupant& or 'llhi ch would t:.e ptm:l8llent career Ulp].oyees . It has been 
perfectly appnrent to me, as it 1'1USt be to any one who stope to consider 
the duties in this Buronu , that it takes years of governmental experience 
to devolop a staff thorouphly equipped to perform the Bud/ret functions . 
For this reason the selection of the additional personnel has proceeded 
rather slowly. A high atandard has been sot and I believe baa been met 
in the ~~en who have thus far been added to the staff. 

The organization which is bein~ deYeloped divides the work of 
the Buda•t Bureau into four 11ajor troups dealing: !irst, with the depart­
mental estimates of appropriations ; secord, with consideration of and 
ndvico to the departments regarding propo3od and pendin& legislation and 
with the review ot Executive orders; third, with the compUation of the 
Budget document and the various financial and statistical tables incident 
thereto and with pro::ra:na for the improveMent of fiscal procedures; and 

fourth, witll studies and invasti"ations or operating aJ thods and III&IUI£8-

rent standards. 

'!he e"Panaion of the force deali~ with the consider& tion of 
appropriation estimates will give a greater opportunity !or investiga­
tion of departmental needs both i n Washington and 'in t.he !1eld. In 
order thnt you ma;r h«Ve an indication of tho value of tho work 1'/hich 
has b11en done and of tha scope of the opoortunity for future service in 
connection with the eatimatee of appropriations, there is s t forth 
below a table shorlnt the departmental aatiutes, the Bud,<>• t allowances, 
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and the resulting llud&et decreases , for the fiscal years 1936 to 1940, 
inclusive : 

Year Departmental Bud&et Decrease by 
Estl,IM.;t!! EstilllBte Bu!!get Burea11 

1936 $12, 474,095, 352.31 $12, 031, 351,955·94 $ 442, 743, 396.37 
1937 9 , 796, 661, 980.65 8 , 698,910,975.35 1 ,097, 751,005.30 
1938 9 , 737, 373, 052.25 8 ,962,433,173 .99 774,939,8?8. 26 
193\1 10, 972, 251, 466.00 10,067, 654,756. 29 904, 596, 709.71 
1940 10, 9?4, ?71, 166.00 10, 276, 3ll,483. 23 698,459 ' 682.77 

If consideration is given to the fact that the estimates include 
items of fixed character with respect to which no discretion is involved, 
such as interest on the public debt, statutory debt reti.renent, and con­
tributions to r etirement funds and to the ol d- age reserve accour.t, -the 
r educ tiona l'lh ich have been made are much higher in percentage than is 
apparent from tho table . In ef fectil1/l these reductions the Bud&et is 
guided solely by the pr inciple that a sufficient amount, but no m<>re than 
a sufficient amount, should be provided to enable each agency to carry 
out in an efficient Manner the functions imposed upon it by law. To 
reduce estima tas under this standard requires careful and painst.akinl( 
anel.;rsis by trained personnel of lon~ experience. 

One impor tant phase of budgetary work which has not been empha­
sized sufficiently, is the control of appropr iation ex.)enditures throul'h 
the medium of the apportiontW!t system, namely, the apportioning, efter 
setting up reserves, of the amount that may be obligated during each 
month or other portion of tho fiscal year . One of the purposes served 
by the est.ablishraent of reserves is to provide for emerrencies and thus 
avoid to the greatest extent possible the necessity for the sutmission of 
supplemental and deficiency estimates. I think that the reserve system 
has operated successfully not. only in mterially reducing the number of 
requests for incl usion of appropriations in deficiency bills , but also 
in producing substantial savings . The following table shC711's the reserves 
established during the fiscal years 1936 to 1939 inclusive, the amounts 
released from such r eserves during those fiscal years , and the azr.ount 
of those reserves which was retained and saved: 

Amount released Amount re talned 
Amount during fiscnl at end of fiscal 

Year ~served y_ear y_oe.r 

1936 3223 ' 965 ' 150 .,138, 137, 398 s 85 , 8:2?' 752 
1937 234, 165, 361 68 , 114, ?6? 166,050, 594 
1938 4?2, 200, 268 22?' 666' 506 244, 533,762 
1939 as of liar . 

Jl, 1939 303, 218, 236 113, 82?, 253 189,390,983 
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One probl., , U!e solution or which soems to me to be o! primw'y 
importance, and in which the cooperation o! the Appropria tiona Co:>-
111 ttees of Con <Tess will be necessary, ia tila t of improvi~ tho textual 
character of the appro!)riatioM. At present tllere is a r&£!l'Ottable lack 
of unitcraity in the texts of tho difi'erent a!)prO!)riations . A forn.rd 
step in the d1rect1on of eonsol1datil1.'" ..U approprlatiO!lS and ai.Jiplity­
ing approoriation texts eoul.d be taken, 1 believe, by haviM -bera of 
tho staff of the Appro;r1ations Comitt.Pea, of the Treasury Department, 
of 1he Genflral Accou. tl.ne Office, and o! the Bureau of 1he Blld~et, under­
take joint studies during the t11:10 when Congress is not 1n soseion , Cor 
the purpose o! preparirl! !or its consideration an appropriation structure 
that would repreoGnt a much greater degree of uniformity &nd eoualtty as 
between the different departznenta , establishments , and ~nciea. 

The stat! e"'laeed in the coordl na tim of legislD.tion nos been ex­
ponded with a twofold purpose : first, to centralize cnd tlrus secure 
greater unitonlity in the handlil\• ot departtental reports on proposed 
or pending lel'ialaticn, and seeoro, to relie're that portion or the steff 
eruraged 1n consideration ot deper b!!ental estialtes fro: lllllCh o! the detail 
work they have heretofore performad with respect to leq1.alation. 'lhia 
should enable these .,_bers of the stat! to devote more ti""' and etrort 
to an analysis ancl evaluation or the departmental need for the fundD 
requested. It should also develop a mora hi"fhly trained coordination 
group, ancl one that would be bettor oquippod to assist the depnrtrnonte , 
and in particular tho smaller agencies, 1n prepo.rine leeislative pro­
posals ancl Ex•cutive orders . 

The duties or the Fiscal Divis t on have been expanded to provide 
Cor a stud;y of possible iaprove::>ents in t1ec61 procedures . Previous 
efforts have been confined to improvemnt of the fiscal tabloe and state­
ments relati,_ to receipts and expendi turea presented in the a.dget. 1n 
the past few ,.,are 1hcre has been material ilaprove::~~~nt alone thia line , 
particularly in uking the Budget statements more readily uroeratandllble 
to 1he public . Ono or the princinal changes was the setti.n.'l up or 
annexed budpots for 1hose agencies IIIIich were operated in part from 
general revenues and in part fr0111 pro coeds of borrowinPs . 

There also baa been inaueurated the policy of preparinr. a auc­
U<tion of the llud&et for puWcatim after Congress has acted on all 
financial needs for the fiscal year . Thie au=:ation presents revisions 
of revenue oetiatea to reflect cluu>ees in oeonOIIIic conditiOM or 1n tax 
laws einee the pre aonta tion of the Budr,et u well as revised .. ti.Ma tes of 
8JC'C8Ddi turea baaed on the action taken by Congress on the estiN tea pro­
posed in tho llud"'t. Thus it supplies t'>e l&tost official estimate of 
Government receipts and ex:oendi tures . 

Thoro retnain many possible way a o! intprovinP, tho Government ' a 
t'iscal adminiatratim . '!be question o! a more adequate elaaaiticO.tion 
of governmental expenditures luis increaeed in importance becnuaa or the 
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many """ l'lelda into mieh tho lloverni"Gnt has entered. ~ pro .. nt 
objective clusific,.ion sho.lld be studied and revised. '!ho poaai­
bllitioa of a functional clus11'l.CA 11on should also bo studied. 
RecentlJ"' tllotre has been IIIUdl d1aeuss1on or the question of dirldiM 
-ovemaental expcnil.tures into two clr.saes; those 'ltlich renect the 
everyday operations or .. overn:ent and titoao which represent c..pU&l 
e>penditures or tnveot.nt4 . In this connoctiCX> I should 111<o to 
Sut!'est thAt there be the clnsost eoo:>eration boto<een tile three fiscal 
branches of tho Clovorment service, Mt'!ely, tile Treasur1, tho C'enor4\l 
Accou 1tine O!tice, nd the Burenu ot the :ludeet. In order to obtain the 
full benefits of such cooperation a liaison o.l'ficer should be appointed 
by each o,aenoy to work on probloi'l!l contt.on to the tilreD avencies . 

I tool that tile present is M opportune t.i.oe far the iureau to 
inallSUrate , throu~-h its newly created Division of -nvest~ation studios 
and invest.ipationa or operat~ .-etilods and standards for tile r.overn:oent 
doportaenu 1nd *«•ncies. The reor ·~nb•tion powers recenUy vested in 
the President will permit tile putU.I\f into affect or practicable rec......enda­
tions for tho &l.LzdnaU.on of overlapo1n,v and duJ)llcat1111! aetirltias, for 
a lllOre loncal and intelli~t reill1..;nt~~>nt or ~overn::.ental functions, and 
for t.>,e in: tallation of )rOCedures desi~d to develop econOOI)· and effi­
ciency in , ovorruoentol opc:::"ations . !n this field there Ydll bo a constant 
opportunity for i"Prove ont of our ,POvornmental .. .achinel'y. Tho peraomel 
of this div:Laion ~rill be continually conf'ronted Ydth new oroblows, since 
the f'~d,.ral functions are never static. 'lbore rlll bo a conat1111t need 
for tho review of tunotl.ons in or<ler to 1r.t1intain efficiency in rovern­
mnt. 

I .. hapoy to have served with you in the caJ)Ioity ot head of 
the "w!pet l'ure .. du.r1nF tile put four and one-half years . oh&ll 
always r- bor 1 t with prid.o . I u also hA;>l'Y to advise you that 
r:rr successor will take char .. e of an orcaniution co"''))sed of efficient, 
industrious , and cooperative el:lpl.oyees . 

It at any time in the future I can bo o! uaistJ!Ocs to you, pluse 
do not hesi tat• to oo1111111.Uld 11\Y services . 

'The Preaiden t, 

The 'llhi to Hou ee • 

Fait>,!ully yours, 

Act1~ Director of the 
~-u ot t!le BudPet . 
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THE WHITE HOUSE 

WA&HfH OTOH 

llaT 1 0 1818. 

H. ltl. o .JR. 

I r-1 ,.4 roar leUer ot April If 1 

ltae. a4YlelJ18 •• ~' rena an l"ftftalJic 

rcna:r poel tlOA lA np:r4 to tbe -

10ll4atlOA Of lAYidlptlYI OJ' polloe 

acoolee lA 'h• 'l'nanl'7 Depu-.t 

lAta a elJIIle o:rgualaaUon. 

The 4ltflCII&l tr wUh thle la tw­

told. 

Pll'et ot all, tJM I"IYenal ot pcna:r 

reo P'1Jtloa ooaea at a ~t wbea 

our a.orsuhaUoa nu Jo. 1 1e -.t 

to 10 to CJaapeee. 

aeooa41 thl• wbole eAe•n•et.-tlYW 

I'IDD ?'ddlOD llal "- pYWD to tile 

uw.papen. tllu plaol• .. lA a peelUoa 

ot peat .-nu-t. 

P. D. R. 



.. 

• . . 
THf SECRtTAAV 0,. T HE TREASURY 

WAAHIHOTON 

The President, 

The Vlh1 te House. 

Dear Jbo , Proaidont 1 

A year ago I re~ndod to you that all inveatJ.eativa 
or police agencies in the Treasury Depart=ent be conaolidatcd 
into a sinrlo organization of Trouur;y Agents. 

I have now coae to a dUferont opinion and desire to 
w1.thdraw my roccaoenclation. Th1a reversal of lilY poaition is 
due ontire)J' to 1111 observation of events 1n Europe, where nation­
w1.de police and spy organizatiorus &ro the chief irustrume.nts 
throueh which tho cost hatstul tyr&rll'\Y and oppression are lllllin­
te.ined. I think we oueht to avoid by all possible meane tho 
danger of duplicating ~hins like those conditions in this 
country. Tho ref ora, I ""' opposed to FederaJ. police consolida­
tion even within one department . 

To this I should add that tha degree of consultation and 
coordination which we have been able to establish under present 
lmr between tho investigative aP;encios of the Treasury llepartl:ent 
is, 1n ey opinion, pro91ng adequata to el1m1nats overlapp1ng of 
effort and to produce coordinatsd action when t hat ie noceeeary. 
I don ' t think further consolidation would produce SJV such gains 
1n efficiency as would warrant tho risk of future tyriiJU'(Y. 
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'@) TREASURY DEPARTMENT 

WASHINGTON 

Juno 3 , 1939. 

Uy doar ~r. Proaidonto 

I thank you moat alneoroly for nom1nnt1n& me 

to bo Aaalatant Secretary of tho Treaoury. ~ore thAn 

the no::Llnat1on 1 taelf I Y&luo the oontide nee in mo 

which 1 t ertdonces. 

It hM boon a groat prlrtlege and a great honor 

to work under your loadorablp for more tbon ei&bt yoara . 

I did not oovet a new honor but I am ho.ppy that you 

thou.;ht ,.. f1 t tor 1 t . 

falthtully yours , 

Tho Pr u.ldont , 

The Wh1 to Houao . 



llemore.ndum tor the Presiden t 
J'rom Leon Henderson 

Henderson • a slant on 

June 23, 1939 

&lbJect-- Banes r eport to l.:or gentbsu-.Tune 13, 1939 on Tex Bill . 
Attached is the .,.,.o to the Pres1 dent tro:a llor gentbau 
end the report troa Ilanes. 

See:Leon Henderson' s folder- Drawer 2- 1939 

. ../\ 
• 



~HE SIC:AE.TAAY 0,. THt TREA S U AV ~ 
W A8 MINO TO H /.~ 

J uly 14 , 1939 

Lcy dear !.ir . Ppes1dent: 

I ao sending you he rewith a memorandum I havo received concer ning testimony on the Hill today on the self- liquidating pro­gram. 

Sincer ely J OUrs , 

ci;}!(Y~ 
'l'he President, 

'l'he Wh i te House . 



, 
c;\ .. t lzrtw&oJ2, 
TREAS~W DEPARTMENT 

INT E R O FFICE COMMUNICATION 

TO 

f"ROM K. R. 7ol-.,, lr. 

7or lO!U' 1Dt or-1:i on -

Re: 'l'eetUoJ~z ot lease l onu 

Jtadea repon e that laue lo~rte' tuUmony betora tha Sclate J!lm!dua 

C.-it1:ee 1:1118 .orniua burt 1:be bill Jllll1:eriel l)- 8Jld 1t is now definitely in 

•roubl e. lhile l ones etahd ba was in 8)'111>8th7 witb tha ,.,aral objectine 

ot tile bill, U '11116 obTioue troa 1111 IIIUIDe:r end in1:cmat1on 1:ha t be wee l 
critical ot aaJ17 ot ite features . lhile tbe record will not cl1ecloae bost1le 

atat-nt e on Ill'. lonae• part, neTer1:belese hie attitude toward 1:ba bill 

waa depreca1:0I7o 

7or inetance, lonea aal.d 1:bat be did not llllderetand tbe interest 

tol'llllla. Wilen SeDater Barltl•7 explained it Witb areat clar1t7 he still per­

aieted in 111s inebilUy 1:o 1JI14erahnd it , Be also eaid tbat RJC had an 

additional borrowtna u.rss,n o:t .ore t ban a billi on dollars and it could not 

.. 

uee all t he lll0n"7 tbat 'IIOuld be •de aTaila.le 1:o 1t by 1:he bill, In addition, 

lonea pointed out t1110 or three tiMe tbat be bad poorer Wld.er the ~laea-steaaall 

bill 1:o aaka lo8Jls 1:o auic1psl1Uea , iapl7in& tbd 1:he PIIA and toll road and 

aaclaaation Oa.aiaeioner Pace asked t or t&6,ooo,ooo.oo tor kia 

projeeU. Sallatora O'llallca-.r and lo:rtb Clark appeared aa wppor1:1n& Witnuaea , 

Pac• ended a :tuoreble iapreasion, and 11ndoubtedl7 1:he c-ittee will UI8Dd 

the bill to aake t he llli011Dt requeshd aTailabla tar Reclaation, 

. 
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Senator 1la£11er achec!Dled the DPt beariDg ot Ida COMittee tor 

lOrW .l. 1. on Tuea~. He &DDOUDCed t.bat )'OU would appear at t.bat Uae. 

S.O.tor Barkley told Senator llagoer be •• w1lJ.i.DI! to proCft<l with tha 

bearings toaorrow, but Senator llagoer replied t.bat be waa tired and W&Dted 

to put the beariDge onr uotil next Tuee<le.J. Pelley e.Dd Eaatu.D will alao 

teeti.fY oa Tueedq. 

ID the Bouae, althouab lr. Ce.nlocl;r put 1D appearance, Reprea.,_ 

tau ... Steapl) d.1d Dot hear bia. Ioatee<l, the Bouae eo.ittea held .., 

executhe aeoaion on the DIIIJ. owend-.nte. Inciden~, I noticed that 

Conueuun Steo&all took Con&reaeaan llilliaaa of lieaouri, one of Ida 

co-ittee -bere who baa been opposed to StraWI 1 legislation, to tbe lbite 

House Te•terclq. 1hia loolc:o aa thouab the boWI1Dg bill ~ be reported 

ta ... rebl3 ahead of the leading bill. 
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~o t o Presiden t 
Pron Jo:or s en t hau 
July 19 . 1939 

I . 
"~' .. IS 

Enclo ses ~~:ell!o trom Dan Boll1..n regard t o letter 

tram lllr . S .H. fthite o1' Londoo who wrote t o I ckes 

mak1D8 o. sugge s t i on on Br i t ish war debt . 

See Henry Lorgen t hau 1'ol der-Drawer l --1939 
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THE UNOER SECRETARY Or THE TREASURY 

WA.H I NOTON 

Au£u•t 4, 1939 

T1th 50, sec. 191 ot tbe u. a. Code prorldee 1n 

part that, whoneTer the President by proclamation or executiTe 

order declares a National eoaergency to exist by reason of 

actual or threatened war, or dilturbance or threatened 418-

turbance ot t he international relatione ot the United Statea, 

the SaeretiU'l' ot tbe TrealrUlT liiiQ' tales, by and with tbe con-

a ant of the Preddent, tull poeues1on and cantrol or e.n:r 

Tease! , foreign or domestic , 1n the terr itorial water• of 

the United States to see>ure tbe obsarTane>e of the r1ghtl and 

obliptlon.e of t be 11111 ted States. 

A proclaatlan to accCIIIIq)l1eh this obJeC>t1n bu 

bean prepe.red and ie 1n tbe 'l'l'MRr)' aate. 

A draft of telecrea to 'l'reeeiU')" ctoroeunt agent• 

bae been prepared and ia 1n the Treaeury eate , directing tha 

t o detatn, intercept lf W>4er w.;r, and turn onr to l ooe.l 

oolleetora ot cuet- poeseNlan of the naae.le ot tbe bel-

ligerent powwa 1n ter ritorial fttsrl pencUDg turther 1n­

etruct101l8. 
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BERNARD M. BARUCH 

.597 MADISON IWE.NUE. 

NI.W YORK 

Jul,- :51, 1939. 

The Pre a 1dent, 
The Whlte House, 
Washington, D. C. 

Dear Mr. President: 

Enclosed 1a a memorandum on a subject 

about waich we have talked before. You are 

tam.111ar with most ot lt, but I thought I would 

refresh your memory on acme ot tho things we 

d1seuaaed, as tho time aoems to be ripening 

tor exact knowledge and perhaps ewitt action. 

Unless you want me sooner, I shall 

descend upon you some time when you go to Hyde 

Park. 

With all good wishes, 

Sincerely youra, 

~~~I 



With ~be exception ot the United State• eYer7 

illportant aountrJ baa been ~ebal111& ita toroea tor war 

or conquut. The ettect ot tb1a ~on ua baa becoze 1110re 
apparent eYery da7 b7 toroing ua to take =•••urea to hold 
our poait1on or to protect our 1nteroata. The structure 
ot the totalitarian atatea, 1t not ~held, baa eerta1nl7 
been etrengthened b7 the United atatee through ita pur-

cbuee ot gold. Upon th1a gold price 1a baaed the price 
ot enrJthing 1n ,;be world. Wb7 ahould not the United 

atataa take the position that 1t will bu7 sold only trom 
thoae nat1ona with whom we have tair, cooperative relatione? 

Japan, Ital7, and Germ&AJ are act1Yel7 engaged 1n 

unfair economic act1Y1t1 .. atrectiD& our trade and commerce. 
Upon acme ot these we have already had to take aome action. 
U the United Statea ahould retuae to buy Japanaae gol4, the 
Japaneee eoOn<*IJ WOQld be aer1oua17 a.ftected. U tb1a 

poait1on were taken with Garmany aDd Italy, the aame would 
be true ot tboae cOUDtri.. . ID oaae auoh a courae 
ahould be followed with Japan, the OD1ted State& ahoul4 

not purohaae sold tram aD7 ccnmtrJ tbat buya sold troa the 
.Tt.paneae. Such aotion would han t. teDdeno7 to hurt! the 
eoon01117 ot thoae aOUDtriM which are doins all they oc to 
break down our poa1t1on. It 1a &lao true tbat it would 
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haYe a aer1oue etteot \q>On the eoonOlQ' ot Ruea1a 1t abe 

were not oared tor. 

eo onolllio deal. 

It would atop a lfu1-Ruea1an 

Th1e IIRJ be looked upon u a etep towardl war, 

but what haYe we now but war with enrr nation, eYen our 

ow, teveriahlJ prepar1ng tor detenae or otrenae and 

raia1ng all k1nda ot eoonolllio barr1ereT Ware are fought 

on three tronta-- on the battle front, on the home front, 

and on the neutral front . 

Another thing that ought to be done 1mmed1atelr 

ia to find out our exact naYal and military poe1t1on. We 

ahould have a oonapeotua ot our aot1v1t1ea, showing wnat 

hu been ordered and when deliveries will take place. 

J.lao a careful aurYeJ abould be 11ade a• to whether we have 

a well-rounded prosraa. 

We ahould have aore 1nto~t1on than I believe 

ex1ate to~ about oond1t1ona 1n other countr1aa. What 

1a the poa1 t1on ot Ens land and Prance rese.rd1ns mea 

armament• and their atored reaerYeat Alao the poe1t1on 

ot OermLQ1 and ItalJ and Japan? Our Cb1et ot Statt waa 

once aaked whe t her Oe~ could be aurrounded eoonoa1oallf 

and d11tro7ed, and be aa14, "llo. • .L qu11t1on like that 

to the Chief ot 8tatt would be l1lte uk1ng ae how u.n7 

d1v1a1ona 1t would tU. to oODquer aa.e nation. I would 



not know the anewer to the military problem, and I do 

not reel that be would know ~be Aluwer to the eoonomio 

problea. 

Studies should be made now ao that aot1ve 

atepa oan be taken when neoeeear7. Eoonomio ao~1on 

now, although 1t might involve aome loaaea, would 

prob&bl7 reault 1n aavillg IIIUOb more treasure in the end, 

and 1nt1ll1telr more in blood and 1D. injury and au1'ter1Dg 

to our aold1era, aallora, and oiv111ana. 



1'1-41!: WHITE HOU$1: 

WASHINGTON 

J!rde hft, 8 . Y. , 
,._. u , 19;,9. 

- · ao ,.... - or Mlt1ac ~~r. 

-· eou..- ~ ~ ..... -
a. u ••••--•'edo4 bit eo ........ Prtoe. 

IIIU do ,_ \MDI< of Mlt1ac Mr. 

~~-or._ ... •- eou..­

~ la'-1- • • Ill.-
Gee Prt.• ... b. L Walllaa Moore 

r. D. L 
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THE SECAI:TARY OF THE TREASURY 1 

WAaHINOTON 

~·t 11, 1939 

Thia is in responee to your me,.,orand\ln of u;.,.~t 5, l"' ueot1ne 

8n evalWition o ~ prono~al t.., ceare ourcha•~• or old from Japt~n . 

l . -•.., Jaoonere ir.dl!atrlel o,.•anitat1oo ~rd ..Ui •r- e,t.ahlieh­

unt e-n '• rAinl.ained only ·oith tie cor.tinu~c! '~:!'Qrir tioo o• neeorsa~ 

raw rAtor'els . JapM illlr.orte t.he bull< of it.r f'Otrolollll , !'le al" • n­

ctine toolr , lumber, cotton, fertilhor~ and a large nUI'Il:er of vohiclea 

and aiMlanes . 

'l'o ~urch.a~e t.hePe ca odities in toreif:n countries, a continuous 

flow ot foreivn exchanve 1• needed . 

2 . ole& or <rold to t e l'nite<! tater are a current s<>ureo of 

roreiP'n oxehan e to J~ par, . Hollo\ er, Japan aequi res a larger ll'lount 

or !oroifn oxchan~o fran other sources , part!oularl;y rroo her commodity 

Ol<llorts . 

In l<l)~ Jaoan •old al;road 4)0 :1l.Uon or eorrodit1es, or w .. ieb 

120 r~1ll!on •na" sold in the Hn1ted <t8tes . <;!Is acquired .;1'!5 Million 

!1'01!1 the nroceeds or ths •ale of •old , all of which .,., told to the 

· nited totes ; 4f) ,.illion trot" ~· e liquidst1oo o• dol.l.'r denorlt~ in 

r.e ·IIi ted ·.a tot; and /.J, aillion fro-:o credit extended to tr.e 'okol'=a 

, pecie ran~- hy l:ew York anJoos on an overdraft . (It ,n• reported tr.at 

this overdrart had full collateral in llnited t.ateP overtll!lent hond• . ) 

n addit!"n the J po.nete ~.ay ha•-e been liqu1 ttn. rorot..n eecuri ties 

which 11ere Cllned ,... t;he ·'llplfOO!"e ·o ·~rr.::en•~ or b J~pt"nere in 'i'"l'id'.!al.s 

tnd inrtituti~ns • 

. Japan haE alt"<>•dy sold two-thir<ls of the gold ~tool· "' < ch ohe 

lad aecll'l'•l•te<! t"rlor to ••.e outbrea~ o~ r.o~tilitiea 1n Cbin.a . "rot: 

"arch lG)? t .roUP,b July l'l)' , Japan GOld 513 lllillion or oP to t<,e 

t nited tate• and 4 •1llion to Erurland. It lla~ been rrtil:lated that 

,Jape.n has about 150 rdllie>n in pold at<>ck• left . "'he produeos shout 

60 d.llie>n per ;roar. 

) . "he retu•al bj ohe llnited tatea to l-ey Japanere ~old CO'tld 

not prevent Japan ' ror.t •elline her POld in other lilllrket s , (C"ur refusal 

to 1'\ll"Chllt'e vold 'rQ':I J!lwo!a durin<; tt.e ;>eriod 1"20 to 1'1)4 did not 

prevent ~•aia fr«. obta1n!M tha orld orice Cor 1'• •old . ) 
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The proposal. tl>at the United States rake effective its refusal 
to bey Japanese nold hy ref•·sinn to purcu•se :old from aey country 
which does bey J•~neae ~old is not ad~in13tratively feasible ror 
the follO'Ifin~ reasons : (a) It is di'ficult to trace lfOld , tho identl ty 
or which can readily ~e chenged; (b) gold iP purchered and sold throu."h­
out ths world by ir.rli•ridUBle as well as by goverllll'{)nta; (c) fol"!ign 
~o'lernn~nt~ , particularly En~la.'\d , would prohably not cooparate in a 
pronram invol'lin~ the sterilization of Jp~onese r,old because it would 
upret tooir traditional f r ee l(old Mrl<et , c.hen F.n•lMd impooed ~c­
tions and cleoring arranger,ents 8'i<JinBt Italy in the Ethionian cri!is 
.he. London r old "'arket re~ained free for tl.e sole of Ttallan aol d . "'he 

s oenses of shippinP, ~ou.ld be greater to Japan but tho additional ox­
pen<es involved would be relatively trivial . 

4 . Unless this country ,.ere pr epared to reduce the orice of •old 
in teno a of the dollar , this country, action •lone, couJ.d not. •ppre­
ciably reduce the amount of dollar o channe Jap~>n would r<>col ve <'or 
its P.old . It ie assumed that we would not toke any action at tbiP t ire 
that would appreeia ~e the value orthe dollar in tam• of the world ' s 
currencies . 

S. l'he value e>f pold as a ,.-.edium for the settlement of interM­
t;onal helances would he affected adversely . Since the United Stat~s 
now holds almost. 60 percent or the Ylorld ' s Pold this D"&t.ter is of ~eat 
importance to us . 

6. 'l'ho lll!lounts of {Old sold by Gema.ny and Italy are not substan­
tial in comoaril.'on with the ruoount of forei~n~ exch~ these count ries 
acquire t hrough e·cporta and tho liquida•.ion of fot-eiyn a~sets . Cema.ny 
reported sales of >35 million in ~old in 1938, in cor.1parison with aales 
of comodities of nore than ,f2 billion . Italy reports to ha"e f:Old less 
than ~1 million in P,Old in 193~ . 

Russia sold '114 million of 010ld in 1938 but all of this gold was 
sold on the London oarket and if it cane to the United SU!tes , cmre in­
directly na Pritlsh pold . 

? . I cannot foresee aQY direct er~ert this proposal miP.ht have 
upon venran- Russlan economic relations . 

<! . The objective sought in the propo&al , i.e . , that of weakenin .. 
Jaron , can ~e ach.1 eved more effectively and '11'1 th fewer disadvant•Pes 
to the United States by i.J!IposinR reetrictione on the comroodity trade 
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o~ Japan , either ..,. tt.e nH.od tat.lr actl.M &lor.e or actinr in cooperation with ot.~•r ta.1or countries . Sc:r e ('UIJ'p:eeted prooo~ale ot this nat•tre &N aa f"ollCJIIrs ; 

J>e~.ove ,Iapan rr<> th liot ~r oountrie• obt•1 nir.g +.ne ,.•r•"it of' U1e ""rade f"tl&umt. tari'"" coneetrlc-n.s u pl'OYided 1r. <ect\ om J50 o' t.he Tari rr ct. 

rn>oaition of """and •dditl 1141 •tie~ on Japane&e !..r"por•• •o t:.e ··nited ~t.Atf's u.mer ~ecti n ))q of' the "nriff ct or lQJO , 

Ad ,.. nit~t:.l""tive e bar o on the export ot Bmtt' and 
~ti~n to Japan . 

(!olni•tretive ..,llano on •IMI eX!)Ort to Japan or Jt.Aterillll f' usctd 1n the e~nriuct Clf wnr. 

t:of'l"'ra,.,.lonal aeti..-n to ~b J"$0 • .e ahirwnt o" war ,..t.>r< 1~ and aupplior to .Iapan. 



--
TH[ UHDCR SIE.CRtTARY or THC TR£ASUAY 

WAaHINOTON 

A~ln:h hereto 11 a- "~I! _, fr ... ::~ :..0 do:l r~ct•\R t .t 

~ tt11 a!ttrr.o~n at !our ' cl~ck . Ao you ~!11 r.ot , the 

~rnin ur~~ th ~ 11 rtaourc~a or ZarlarJ hfta been proce~dln' 

tttrl1nr. will 1r llll 11« lil>co1 ' 



TREASURY DEPARTMENT 

WASHI NGTON 

J•acuet 25, 1939 

IWIOIWIDUit J'OB THE PRESIDENT: 

.rroa .I., Loehhe&cl. 

!be Itall.aA Lira .,4 the Oe.-.n &al'k are oontrolle4 

ourreuo1ee ancl aro not 4e&l t in treel;r 111 either th1e or the 

:European -.rltetl, Jor eo .. t1• paet the Italian Lire bee 

'been •1nt&1necl noa1U&ll;r at ,0526 l/4 ancl the German mrk 

at about .4ol5. le oannot tinct that there 11'8re ~ 4ea.l1D.g8 

111 either Italian Lira or Oeran 11arko 111 th1e arltet tocla;r. 
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SECrEtary of StatE 

\'lashinaton 

RUSH 

1237 , Auguot 24 , 7 p . m. 

GRAY 

London 

DatEd August 24, 1939 

REc ' d 

FOR THE ACTING SECRETARY OF THE TREASURY FROM BUTTERWORT!i 

s~p 06 £ £2S ar. FOR HD EDIATE DELIVERY, 

Sir FrEderick Phillips stnt for mE this arttrnoon. 

R£ said that tht mounting Europtan crisis was producing an 

incr Easing drain on t hEir gold r£sourc Ee and the rat£ of 

i ncrEas E was vEry alarming. Last WEEk thEy had lost thirty 

million pou~ds (sterling) and i n thE first thr EE days of this 

WEEk thirty fiVE (#) pounds (sterling) . ThEy had bEEn 

hanging on "from day to day" and after raising thE bank ratE 

this morning they had rEluct antly oomt to thE conclusion that 

thEy must adopt one of t wo courses to conserve their gold 

rEsourcEs; eithEr put on EXchangE control or lEt stErling 

d EprEciate. They had decided not to adopt thE formEr oours£ 

pri ncipally becausE if thE crisis should pass many months would 

ensuE or pcrhapa as long as a year bEfore they could ronov£ 

the control s but i f thEy lEt sterling dEpreciat E, i f t h e 

political arish should pass thEy wtrt convincEd sterling 

woul d 
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would rapi dly rebound to ncar the current ~£vEl0 Philipps 

went on to say that their best information was that foreign 

balancEs WErE not far off thE 1931 level and that t)l~y 

would uec EVEry suitabl e means to hinder speculat i on by making 

sterling difficult to get , HE addEd t hac the usual order 

had been givEn to New Yor k to carry on to tht close of the 

American markEt but thllt when London opEnEd tomorrow tht 

British fund would otay out of the markEt and ltt sterling find 

its own ltv£10 I askEd him whether h£ and his associat es were 

fully convincEd that a d epreciat ion of sterling at tht present 

timt would hinder rather than roster thE EXodus and he said 

that given the fact that thE crisis might bt prolonged and 

thE pac e at which th£ gold l oss es was increasing they felt 

it was tbt only thing that they could do 0 I pressed him about 

the PrimE Minist er ' s otatcrncnt in the Hous e of Commons this 

afttrn ,on which I am sendi ng stpnrattl y and aft er aomt 

quEStioning hE stated that Chamberlain' s stat ement was t hE 

first step towards inducing British firms v1ith abnol'llllllly large 

balancEs to repatriate thtm0 I asked him to what ltv£~ be 

£xpeotcd sterling to depreciate and how long t he British fund 

propos Ed to stay out of th£ market . He said thllt they r1ould 

stay out until sterling found a new ltvtl which would certainly 

tak& a day or two and that it was difficult to prEjudgE what 

rat e i t would bE sino ! politio r:~l events ntr£ moving so fast , 

but h e impliEd that he did not expEct th£ deprEciation to 

bE drastic , 
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bE drastic . I askEd Philli ps what was his EStimatE of thE 

amount of British capital that was seeki ng rEfugE abl'oad and he 

said that tht British monetary authoritiEs wtr£ convi ncEd that 

EvEn i n rEot:nt days 9/10 of thE EXodus r EprESEnt ed tor t ign 

funds . 

Phillips also added that in thE tvent of war thE British 

Treasury proposEd t o adhErE t o thE plans whioh I s Ent to 

Mr MorgEnthau somE months ago. 

Phillips Emphasi zEd t hE confi dEntial character of this 

message and thE fact that bE was s orry that such short 

noticE was bEing givEn but thEy bad bEEn banging on from day 

to day and the dEcision had only just bEEn made. HE askEd 

that this bt kept s t rictly confi dEntial and addEd that thE 

FrEnch wEr E not bEing told unti l 8 o ' clock tonight to mi nimizE 

chancEs of lEaks . 

KENNEDY 

KLP 
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THC WHITC HOUSC 

WAaMlHGTON 

-r- ->h ,/ ur,:-;7 
t ha•o reason t'O believe that thtre 11 & 

poee1bU1tY tl'>_.t 11111 merchant Bh1J)I belo"61ng to 
ltt•·~ .....,_ turoP.ean govy~nte .!fh.lch may bo1 nvolvtd ln 

J. "t J .... f~•oJ. loof /;-/;ill- ,/1 '' 
wor are c&~l 1~ armament o 6apab1e or. ~~1~ eoun t•4>k 

/1 7f;: (oln.tt~.f, /A1 ../ .Arh,tt/ .:>i1 , 
on tht h1gh se~!t thla r a u e.t lm.l!ledlatoly tht , ::> 

queetlon or Amerloan reepon&1bllltY t or g1v1ng 

olearanoe peptra t o euch ah lpe unltae th11 sovorn­

aent 11 wholly cer~ln that ..ucb araacenh art not 

be ln& Q.f.rr1t4. 

You w111, therefore, w1~14 oltaranct 

paptrl troa all tb.lpt 8!J~Cte4 Of O&rr7lftl aN&Mfttl 

W'ltU a COIIIIPltte aeerch haa l>len aade and J'OU aN 

eat1tt1t4 L~t no a.r--az:aenu are on boar4. 

Very elnotrel)' youre , 

Tho Hononble 
The Aotlna seor&t&r1 or the Troeeury, 

l'aehlngt on, D. 0 . 
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TREASURY DEPARTMENT 1 \ 

WAS HINGTON 

~·t 24, 1939 

llllllR.AIIIml J'Cil TD PRE• • ••r s 

•neuca 

1, 'I'M Aotiq Seoretar, af'ter a oaa.terenoe with O-ro• C1D 
Awsut 19, 1939, aoUtlact !few York to talta apaoial oare to preTent 
8J17 irrecularitiN ill the o1ee.ranoe and departure ot foreign naae1a. 
11 .. Torlt ._. i.nat:ruotact that , it 8117 auoll naael pn illdioatioa ot 
barried departure ill abanoa ot no~ or aollactuled aau tng date, 
tllia QoQl4 be regardact u 8Upioiowo oirolllutanoea :requirlllg dela;r 
ot oleare.no~ or departure ill - nNel lla4 aJ.ree.d7 o1MH4. 
11 .. York waa turiher i.natruotact to notify the 'l'reu1117 at oaoe and 
oarehl ...--•n• Uon be ooaduoted, to dote~ wllatboer there ia 8117 
un•n1fNtac1 urolle.ndiao Uoerd or 8117 nolatiOD ot law or reculat10Da. 

2. On 111114q, Allgwlt 21, the Aotillg Seorotar, attar turiller 
oaa.tarenoo with State and c-roe oCIBIIIIll.oated the abon i.natruouoaa 
to all seaports. A oopr of t!MI Trea.aury telagraa to oolleotore 1a 
attaeiMid. 

3· On A~~CW~t 2l C-oe i.natruoted the oolleotor ot ouatcaa at 
all aeaporta tbat, ill ordc. tbat the praotio" with l'Npeot to olaaranoo 
ot ftNala •ppt ill foreign tl'a4e ~ ba- ua1tom. tboeJ allould aaa 
that all and en17 :requir-t with reapaot to foreign alearuoe be Mt 
before ol-· be crat... lfo o1oanaoo ... illocaplete .aaitoata 
ahftld 1&8118 atU the oallootor ia aatiatiact that the aJor portiOD 
ot tha Jll"'PP884 oargo baa ~~- taltoll • boaft. A oow ot the o ..... roe 
telecram to oolleotora b aUaOllac1. 

4• 'I'M 'froa81u7 bu proparet :IDoutin ordora and telegraplllo 
i.natruot1,.. 41reotillg the ~ate dot•Uca, illt0l'Npt1oa it ader 
~. at ratGUOD ot ounod;F ot TeNela til tboe ballicel'Oilt atdoo 
ill territorial _, .... , uaept nuela ot the uftl. ootablia~ta ot 
bolll.aorat powra ad~ Te88ela Op111'8tiq tor hoatilo or 111l1tar, 
pa;a•••· 

Acti n& Secretary 



TRUSUI\X 

Stricti)' c011!1dent1al for collector cu.•t..- S'l'OP take ~clal e&re to 

prevent azq irreeu,.ar' ties in clraranc~ an· departure of fore' en veeeela 

S'l'OP If any auch vossel gives indication of hW'ried depo.rturu in AdVl>llce 

of nonual or scheduled eailing dato tblu should be regarded no BWipi ciows 

ci r cumstance requiring dcl.ny of clearance or ot' departure in ceao vessel 

baa alree.c!y cl..,recl STOP Bureaa sb.>uld be nutified at once and careful 

raexalldnlltion concluct<-d to C.otenoin~ wb< tber tbere is azq llnll&llifeatecl 

118rcbsn<i1se aboard or tJn;f violation ot la~;s or regulations S'l'OP I!W'tlau 

Jiavigstion reprooon tatives will cooperate wlwre available and Conat 

Guard will give aaoiatance to enforce ~hcao instruc tions STOP Talco all 

precautions to prevent clisclosure t hese instruc t i ons 

' 



CliS'l'OUS 

lfaahin.;tan, l'.C. , Au, . 21, 1939 

Wuine lnllpa ction & Nsvip Uon 

S&l&rieo E< ~,. •• 
Bureau or llarine In~~pecUon & llavipUon 

19~ 

IN OWEI' THAT THJ:; PRACTICES tilTH RESPECT '1\J CLEAP.ANCI· 01' VFSS.LS t}IGAOfD IN 

f'Oii6!Gil TPADE IIAI Br.C.IIE OOf >lo.:l "iOU l IW. SE£ T!U'! ALL •\Ill: EVE;""Y ~ ... JIR"·'~I'l' 

rJ I" 'CTI0.1 1 SUIISI:cTIOII r PART V I!ECU'"" 'I NF F'>f f\ln. ON CLW..JiCE A!'p;'.ARINC 

011 PAOE 2410 PEDERAL REGISTER VOLUME 3 BE lli'T BEfORE CLI:.A!WICE BE O!WiTF:V. 

TIIAT THE liAJOR I'ORI'IO:I "I' 'ldE POOPOSED Ca1'1Al IL\S Bml TA.ml O!l BO.Ul), 

(ogd) South Trl111hle , J r . 

Acting Secret&ry of (;oos:erce 

S: )O P. l' . 

H. F. Sweet:FCA 
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J. r. (}J JJ....~ . 

TH[ SECflttTARV OF THf TRf:ASURY~ 

W Ae HIHOTOH 

A1J6Uit 28, 1939 

~n• attached ae.gcu·aru1ua be&rl so 4.1:-ectl;r 

QPOn the a~bJect ln whlch I know 70U are vltally 

lnteruted, I llavo lla4 H photoat4ted ad "" aendlll& 

it to you for your information. 

Actln~ Secretary 

'!'he Pruldent 

'!l".e llhl •• l!ouee. 

•.. - t 
·''.-(' 
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TREASURY DEPARTMEN T 

UNITED STATES COAST GUARD 

WASHINGTON 28 AllgUet, 1939, 

SP!OIAL lmiORANDUM o'OR ASSlS'rANT SECRETARY OAS'rON: 

At 12:24 p.~:~. , 28 AllgUet, 1939, a menage 'tiiU transmitted from the 
O.ran Norddeieh station to an unlisted atation EPTA. All call ai&Da1a 
betwen liO-- and HP-- are in the call raJ16e assigned to P.ne•ntan a"ta­
tions . '.ille message we.a signed lllmEC, which is the regiatered oable ad­
dreae ot a o011111ercial wireleas eoll;)an:y in Berlin. '•'he <Desaage instru.cta 
the station liPTA to remove from on board telegraph equipment and service 
appliances when this voosel is changed into a man-of-war, and states 
that traffic will no longer be transmitted b:y the commoroi al wireless 

COI!IPan;y' 

lD thia connection, :you are reterred to the report tl'Ol:l this of'f'iee 
t o Jolr, Lochhead under date or l2 1!ay, 1939, in which h was reported 
trom a 1110et reliable eouroe tho.t approximatel:y th1rt;y-t1Ye German ves­
aele are under Penemenian registr;y and o.ro OOIII!le.llded by German orticera 
and manned b:y German crews , 'nlrough the intervening month a 1 t baa been 
observed that t hese nuels constantl;y reoeiTed orders from the Oennan 
Norddeioh station in the Oel'!lXI.Il l.anguage and in German gonrnment code . 

Other t~ssions or peculiar aigniti oance which have been noted 
have been to a sariea or unlisted calla in the raJ16e as eigned to Iran­
ian etations and another aeries to unlisted calls in the range aasigned 
to Luxecnbourg stat1one, lD the list or etntions issued by the Berne 
a.reau there are no Luxembourg stations whatever and onl;y about twent;y­
f'iva Iranian s tatione. 'l'be mesaagea tranlllllitted , although ao yet un­
read, bear every indication of' being identical in ..,aning, They are 
believed to be enc iphered code , the beaio code being the aama, but each 
station being enciphered in a ditterent manner. .tiach oeuage begina 
w1 th a aariea of' nU~Mrala in plain language Oel'IZil followed by the en­
ciphered coda taxt , and in every case , 1e followed b)' the oigneture 
"TRANSLIIIT BLH" 'IIIlich, it will be recalled, 'tiiU mentioned in an earlier 
report toda;y as the eignature attached. to aeveral dozen 1:111aaagea to 
German ahipo d.iracttns them to act according to their apecie.l 1natruc­
tiona, All evidence pointe to tho conclusion that t ho l'oregcing call 
ai&Da1a are apurioua and the otations intended are really German 
atation.e , 

Meaages identical in nature to th.e foregoing have &lao been trana­
aitted to the CHARL0'1'l'l: SCHLlD'All!l, liiiii J'RlEDlUCii, and two other un­
listed Garman etationa. 



'bOld ID&tit 
lOJ! tiOl 
28 August, 1939. 

Latest information on ship moTements recei ved by this ottice re­

ports that the German :.S CONSOI. .IIOR!: arrhed Port- au-Prince , waiU, 

on August 28th and will re:ne.in there tor orders. !be Oera.n SS ST. 

LOUIS ce.ncolled her cruise to Bermuda o.nd headed be.olc to da!nburg, 

08=>' on August 27th. 'l'he German :.S HENRY .1101!1:, which - • due at 

San JUan, Puerto Rico , on August 26th baa not arri nd. Tile German 

ss WimAllD, 'IIIlich cleared Philadelphia, lt. tor Norfolk , Va. on 

August 26th, baa not arrived. Tile Oer.!llll :.S BIDdEN, ott Sandy Hook, 

will dock at 6:00 p.m. to unload paaaengare o.nd will Mil tomorrow 

morning tor Germany with no passengers. 

~r= - -. o~-OQ ·~ 

li'. E. POLLIO, 
Lieutenant , u. S. Coaet Guard, 

Acting Chiet !ntall1gence otticer. 
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/ 
Retert~~~ce ie Mile ~o :rour inro~ request tor rq op1111on 

whether the Seore~ar;r ot the '1'Huur;r under 7our direoticm may 
1eeue 1netruot1cme to all ool.lectore ot ouetcaa eubatantiall:r u 
tollon: 

r-.dia~e]J' upon 7011r bel.lle aatiat1ed thet 
~ 1e 1n ~ ccmtliot wi~h another naticm 
with or without to:nneJ. daolaraticm ot war seize 
all Genlen and Ua.llan neeele 1n Aaerioan terri­
torial -tara r_,.,. offioare and orw tberet:rc. 
and taka all pzaoe.uticme ep1net aabotaae 1n 
eDg1ne1'0011118 or otherwise. 

It ie rq op1111cm that, 1n the nant ot arud O<llltlict 
be~ tor.tp uticme, aot1cm 011 our part 1n ea1z1Jl& 1n our 
parte TeNele ot cma or 11101'8 ot the belligerent& and not of the 
othera ~d be 1n ocmtliot with 1nternat101lal law and could, 
tmder auoh law, be ocmetrued b7 the naticme atteoted aa an act 
ot ~. , 

It 1e aleo rq op1111cm tlat 8Jl7 euoh a~ticm u oont~ted 
b;r the propoeed 1Jl&tructicme, evan it applied to the naeele ot all 
bell1&erenta l.lllpartiallJ' , would, unleee baaed upon the procedure 
outlined in U.s.c. title 5(), .. o. 19:1. be 1n ~olaticm ot the due 
process~ ot the C011ati tution and would, 1n 'all probabili t:r, be 
immedietel:r nullified b;r court action. 

It 111 rq adrtca, tlaretore, tlat 8Jl7 auoh 1natrwtt1cme 
ahould be baaed upcm a proper proolamat1011 issued tmder Mid 88ct1on 
191, ud tlat 1t abould be -.de applicable UlpertiallJ' to at ' leaet 
the naaela ot all belligarcte. 

Shollld the OClll.t-.pl.ated act1cm be taken ooncurranU:r with, 
or aubaequent to, the 1..,uanoa ot the &anaral nautrali t:r proolema­
iion, the lepl buia therefor would be ocmeiderablJ a~re!lgthened 
and broadened. 

J'a1 thtull:r. 

The Praa1dent 

The Wh1 ~· Bowie 



8- 29-.39 

THE WHI T E HOUSE 

WASH INGTON 

MEMORANDUM FOR THE PRESIDENT: 

Under Secretary of the Treasury , Han~~ · 
' phoned that the Bremen applied f or clearance 
l ast night and was refused on account of the 
necessity of making an inspection . The Bremen 
then declared they would sa il without clearance . 
This wa s f orestalled by not f urnishi ng any tugs 
and the officials of the Br emen then subsided 
and the inspection is going on, probably being 
completed tonight or tomorrow morning . The 

-li9.rmandy applied at the same time and was re­
f used clearance . They are in the process of being 
~nspected . This , accor ding to Hanes , made our 
case against the Bremen much stronger . 



~~'~c/ 
' ~y 

THE WHITE HOUS E 

WASHINGTON 

l 

' 

8-30- 39 

MEMORANDOM FOR THE PRESIDENT : 

~R~~pv Hapfs of the Treasur y just gave 
me thee owingnf ormation over t he 
telephone: 

I( 
The BRE!.IEN was hel d 48 hours as per 

instructions . She was given clear ance at 
6 :00 p. m. t his afternoon . 

Also gave clear ance to the ACQOITANIA, 
QUEEN OF BERMUDA, and t he NORMANDIE , also the 
TRANSYLVANIA . 

Johnny Hanes' understanding is that the 
NORMANDH~ will not sail tonight -- may sail 
early t omorrow morning . The BREMEN is going 
out tonight . 

Clearance was given this aft ernoon to 
the ~UEEN OF BERMUDA, which has been or der ed 
to England as a hospital ship. 1/ 



f f , 

1 t ch. ., ~0 r•.~;r• tr4~ eo .... ~ ~r;! on 
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HE:ADOUARTERS 

ACUOI n.-OON~, U. I. CIM.If a.Wt0 
.,....,..,,.. IOJ 6ol 

TREASURY DEPARTMENT 

UNITED STATES COAST GUARD 

WASHINGTON )0 Aucuat, 1939· 
I 

Lahot b!ozwat101l ill41oatu that tbl lhr.u 81 !Jm!ll 11 ot1ll 
ill Jew Yom 

'fbe lhr.u 18 COI.1JIIIIOll, vUlt. IOM tipt laul4rt4 pauec-r• abor.r4, 
oa14 to lit ..,•tl7 .A.orloazLo, aa1lo4 !roa Ounoao, Jotlltrlaa4 Vut ID.41eo 
at 6100 a ... to4a)', Aucuat 30th !or Jew York. llt.t h expected to arrin 
at Jew York on Saturdq, leptealltr 2114. 

J. ra41o ••eap troa tbl Coaat Guard. Su J'nlle11oo :Dietrlot ill41-
oatll receipt fro. u 'WlO!!icial eoUJ'Co ot 11l!ozwat1on that tilt Jew York 
cuatou be 11l!oi'M4 aa quiokl.7 &I poulblo to aearch tor a !aloe bottpil 
in tbl awi.UIIC pool ot tbl '"•D lltlleath wiJ.1ciJ. war avppl1u will be 
toUII4. 'fbe - aourco ot 11l!o,...t1on alao otatoo tlltt tbl Bl!IICIJ 11 
to be •t at le& b7 u Ull4on• craft wiJ.1ch will place apecial equlp-
.. nt aboar4 blr. Pooo1'b1l1t;r tll.at tbl tonco111C orlpuh4 !roa a 
cl'&lll< 11 11l41oato4. 

'fbe lhr.u IS VI».uD wiJ.ioiJ. cllare4 PIJ.1ladelpll.1a on Satura.;r, .l.u&-
1Ut 26th tor Jortolk ,.. roporte4 ;rutora.;r aa unr arrlrtng tblre. 
J.t 6100 p ... 741otora.;r a •••ace to tbl IS VIIQAJD ,.. 11ltorcepte4 
wiJ.iclt. 41reote4 blr to prooee4 to !UIJ)ioo, Nenoo. !bo •tsap ,.. 
oica-4 10.r.u Ttoo-Coneul.1 

lltuapo ot1ll oOilUilU t o lit truoa1tte4 to illll,...,rabll 0ei'M!l 
nuele in tbl 8J)I01al t;rpe onotpblro4 oo41 retorre4 to in our opecial 
report ot Moll4a;r attomoon, .I.Qcuat 2Ith. .1.11 ort411l0o poillh to tha 
tact tblt tbl11 •••ace• are o1'41rl11C tbl nuele to act llpOil eoale4 
or4oro wiJ.iciJ. tbl .,.ooooll IJ.an in thair poueu1on, &ll4 wll.1oh are re­
terre4 to ill tbl oll01pbilre4 oo41 ••eace• '117 IIIWlber. 

All 'llll141aU!le4 O.r.a nuol baa boon e&llliiC tilt 0...-a Jor4-
411oll. ataUon !rca tbl rtoillit;r o! tha PIJ.1l1pp1M hlu41 bllt contact 
IJ.aa llOt 'bMil aade. (Jotol Toetora.;r1 o report 11141oato4 tll.at tbl O.r­
au 18 IIUIDUHI-.. D wu ill tha rtolllit7 ot tha PIJ.1lipp11lu.) 

I\alt .. .,..aoolo ooatt.a. to reoolYo oballcl• ta or41re ooaoorllinc 
tbeir 41oUaatloao. !rattle !:roe tbl Italtu ot&tlon at Oolt&llO ooa­
taiae 1u-ra11lo ponoaal ••eace• otatiac tbat all 11 woll u4 1114-
41nc tll.o 1114lrt4aal ponoaa &44rooee4 to reaata oala. 



tar6o1 
30 Jacg.t, 1939· 

OM ••uc- tn. tiM I\&l.lu atatloa a\ Ooltaao \o tbl Italta 
aoroblat nual :ltliiO 11 'beltend to 'be of apeotal atptfioaaoe. '!.'be 
ltiBO 11 a naael wbloh replarl¥ calla at porta of tbl Unthd Statu. 
BIY arrtnd ta Geaoa, IU17 oa a retun TO~ froa tu Untted lltatu 
oa JU17 2'7\h.. llar1 Uao recorda 4o act report blr IIOnMata atace 
\bat date. KOWft'er, 1\ ~ 'be prenMd \bat abl atarted oa a retura 
trtp to '11attad 11\atea porta. '!.'be aoauc- ortctaatea froa tbl Ital.iu 
lliata\1'7 of llartae to tbl :ltliiO aa4 11 b. abcad platA l&J~C~M~P aa4 
code. loltbouch tu latter 11 uaread, it 1a 'beliend froa tbl plata 
l&JICIMIP portioa ot tu aoauc- to coatata iaatraotloae to tu I1J1IO 
to conceal blr -ate. 

Italiu nuela reoetrtac ordera troa \IYI Itallu ataUoa at 
Oolteao 4Drtac tu laat twentr-four houra are aa foll.,.l 

0, .&lll!IT.ADII 

QDQ6IO 

- Proceed with all poaaible apeed to 
Ioupe eta 

- Oaaoel earlier 1natruct1oaa; procMd all 
poutble apee4 to Laapelia 

- r ollw our iaatru.cttona; proceed top 
apeed to !eaarttte 

- D1arecarA earlier or4ara; oonttnu8 to 
ortctaal 4eat1aat1oa 

- Proceed 1-4iatel¥ 

- Coattra our oipiYir oode raqu.eattac put 
laa4111C port 

- :Depart ~4iatel¥1 10 to Oatuta,(ItaJ.T) 
for or4ara; ooatira 

- Ia\ oourae 41reottoa of 4aettaatton; ooa­
ftra (deattaattoa untDowa) 

- Go h Oatanta; acent 11 Pearoao; ooattra 

!IYI toll111W111C naaela cleared froa Uatted lltatea porta 78•\er­
~ • .Auclat 29thl 

Italtaa !100 tn. hlnatoa tor Ital.T 

JorpueM .t.UOI IUKI1 lloatoa Pb11a4elph1a 
.JorpueM T.AM+NJI Mdl7 JalUaore lov.th .AMrtoa 
JorpueM UMrt•y• IUJDJ Oorpu Ohrtatt Tok'Ob-
Jap&Mae urro IUKI1 lUI rruotaoo looa .Aacelea 

- 2 -
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IOl 6o1 
30 ~'· 1939· 

!» folloviiiC nuolo wore Uotod ao 'boi!IC in 111litod Statu porto 
Oil ~t 29\b.l 

In lw !ol'll:l 

Ill Pb.U.&4olpb.l.al 

Japaaeoe 'fll!.t.IIA IWII1 A 11C· 29 

In BootOill 

.r_,.. .. IIIU IIAI11 Aile· 28 
Itti&ll MOIGIOU Anc· 27 

In (loo].Tootona 

It&li&ll L.WllA 0 Aile· 27 

Ill Bowo~l 

Go ...... liiiii Aile· 29 
Go..- IWm.l Aile· 25 

In .Bal.U.,J'OI 

It&li&ll .AMI'fDll.UI ..... 22 
It&li&ll ADA. 0 ..... 29 
It&li&ll IWIIJU. 0 ..... 29 
.r_,.. .. UU1!11JWIU Auc· 29 

I!! Loo u plool 

J&p&llOOO .l.m11ll IWII1 ..... 29 
.r_,.. .. lllliDI!!liO IWilJ ..... 28 

I n lnro\t 1 

Go..- POII!LAID ..... 28 

In l&ll FranGioool 

It&l i&ll IoKICII .A.uc· 25 

- 3 -



IOJ'601 
JO ~t, 1939• 

In ... Orle&IUII 

Italian 
I till ian 

ID.L 
IIOUIOD 

Aac· 22 
... U«· 2'5 

fM folloviiiC 'nuela are 4ue to arri'n in UD.1te4 Statu porh 
in tbe D.ear future trc. tor.ip portel 

Jll.ntUIJI 
J'IUIILAIJI 
Plllll'GIJ. 
OllDW.I.Lll 

Jm!.I.AJD M0U 
nPPOI IWII1 
Ul DIMO IWII1 

Loe .bplu 
... Tori< 
Bouaton 
Baltt.or. 

Seattle 
San l'ranohco 
Su l'rancilco 

In a441t1on to tbe tor.go1JIC, tMr. ar. approxt.&hl,r ten Jap&D.­
eee Teuela 011. which we haTe current pod UOD.e, 

~~-
~. J, POLLIO, 

Lleutell&llt, U. I. Ooaet Ouar4, 
'otlDC Ohiet IntelllgeJICe Ottloer, 

- ~-



TH!: S£CA£TARY OF' THE TREASURY 
WA8H I NOTOH 

Septe:aber 1, 19}9 

IID«llU!lDDJM TO '1'11! PRES I Dlllll'r: 

'l'be :Srom"O. tool< eboo.rd in !!.,., York 5, 531 tone, or 35,953 blll'rela of fuel oU. She h64 ulced and h64 been 
uanted pentblion to tUe 5() ,000 barrola. I u lnfo:.od that the aJIOti.Qt abo took b a coatorh.bl;r adequate auppl;r 
for a bleb apee4 run to :SremerbeTon. On her !oreer trip 
to l!eaoburc she uud 880 tou per dq to deYelop 28.5 knot a. 
A normal fuel aupply tor en eeatvard eroaa1~ is 4700 to 
11900 tone. She ha.a bwllcer capacity tor 6,616 tone or between 42,000 nnd 4 3, 000 barrelt. So far 111 can be judged 
f r om the bunker d&ta, t herefore. the Matter of t be llremen 
planned merel:r a hi~ apeed run to a bome por t. 



REP<m Pll011-8ecretarJ Bllll., Aot1ng Seoretn17 n-a 
IIDd the Attorney aen-1. 

D RB-ActlOD that -.y be taken upoo 011tbroak or 
boatWt1ea 1n !m-ope (1) WI'l'l!OU'l' deol.arat1oo 
or a natlooal -seno;r .nd (2) !!m deo­
larat1oo o~ a nat1ooal -seno:r. 

axorBI'l'S U.Ot1oaed 1n attaol»d N~ 1n r o1diar 

(Tbe above oorree wee g lven to .u•:r'"Oen on. Sept 4, 1939 ot 
the President's direction) Cop1eo of corres-were returned 
but the 1'ol der ot hhlblta from the State Dept were mislaid and 
not roturned1 



October 1.4, ~ 

l.!emorandwo tor the President t:rom 1obn 'II . Bane!J Treosury. 

Subject----Neutrality Aet 

S.e:lleutrallty !older-Drawer Z-19J9 



Hoto on IoduAtrifl\ InaurMgt r 

!lo,.c:ber 16, 1939 

lnduotrtt.l iaouranco 1a ouentially tho counterpart of ordinary lifo 

ineuro.noe tor perecme ot eaal l r.eane . The pol1o1ee are ahaye u.nder $1 , 000 

in aao1mt azul tho 8l:I01mt of tho avorat;o policy, which in 1938 wao $232 , 

h just about outl'ioiont to pay tho coot of burial . Tho polioioe have 

oubotantially all of tho oustccary prOYisiona round In ordiMry lito insur­

ance polioieo . The to""' aro uoually lou liberal in induotrial polioieo , 

particularly in connection with nan - forfeiture benetlta . Caeh Taluee are 

not availoblo ill moot oase e until preciu;na have boon paid tor tho )OI&r< , 

and l oe..nu e.ro pr&otioally never grantocl. l:edical exac..lno.tiona: are no·t 

roqui red or applioantl except in a ffflf caaoo of hir;h prc:UIZII or oldor 

ageo at ioouo . Tho prEDiwoa oro o<ll::lonly collootod -ly and •-l.ae• 

conthly by ar;ont1 11!10 call at tho hCIIOOO of tho inourodo. 

Ind.uatrial insurance hal been .:ritton on tho lo&&l retol"'Ye ba.aie 1D 

the 11n!tod Statoo oinoo about 1676. It hao g rOI'm until today moro porsono 

hold induatrial pol!oiea Ulan all othor fori'IO of lifo 1nouraneo pol1a1es 

caabinod . Thoro are now about ninoty million polioioo in roroo , rop­

reoontin& approxiratoly twonty- ond-a -half billion dolloro of inouronoe . 

Tho boat ootimato or tho number of polioyholdora 1o fifty million different 

people. many ot them wcm:on e.nd infants . In eenn 1t.te1 a.nd the District 

of Col umbia tho nucbor or polioioa in roroo at tho end ot l9S7 oxooodod 

tho total pop~l&tion . Tho caah premi.-o oolleotocl during 19S7 111:1ountod 

to about t7SS, OOO , OOO, or &n nor•t• or aliC)ltly unde r t6 tor nory u.n, 



WCIII>M and child in tho United Sta t.a, althou!i)\ leas than hl\lf of thoae 

people hol d industr i al polioioa . 

Tho Kotr opolitan Lifo lnauranoo Caopany, the Prudential Insurance 

COIOPany of America, ond tho John Hancock llutual Lite Insurance Canpt.ny 

together havo a lways had over eo por cent of tho industr ial insurance in 

force. Thoao throe compt.n1oa operate entirely on the =tual or partioi­

po.ting plan, nnd the !.!ot r opolitnn and Prudontinl , ea ch with slightly over 

~6 per cent of the total industr ial insurance, aro the two l argest l ifo 

i,nii\U'ance ocq>aniea in the United Stat.s. Approxbat.ly 1~8 oot!p&llioa o.re 

iasuing induu trial inaurance throughout the country and only about ton of 

them are mutua l . Tho ocapo.nies, other than tho throe larr;oat , wrote over 

oil;ht million ne-w pol1oiea durin& 19:58, repreaontl.ne about 65 per cent of 

the tot t.l iaauod that yonr . 

The atock cCE>panioa isauilljs induatrit.l insurance have prO\"'d very 

profitable to their stockholders . In a suliEI'' "Y of tho operations of 4~ 

oompo.nies , tha CCll!lmiaaion found thtlt on IL toto.l invostcont or under 

$7 ,000,000 thoro had boon reali&od caah dividonda of$66 , 000, 000 . ln 

addition, atock dividendo amounting to $32,000, 000 had boon de clared an4 

a eurplua ot 844 , 000,000 acoumubtod . Tho \'f0 1torn and Southern Lito 

lnauranco Cocpany hoe proved to be tho coot pr otitablo lifo inaW"&Doo coo­

p~ in tho country principally throllj;h tho iuuanoe of induatr id inaurance. 

)~y canpaniea have roali&od enormoua profita on inaignific&nt investments . 

Alt~ induatrial insurance 1a oold to thoao tor 'Whaa all nooouitiea 

ohould be t.Yailable at the lowest pooeiblo coat , it ooato aero than ordinary 

inauranoe . An aotuary of the Prudential toatitiod thnt tho di fferential 



amounts to 13 to 20 per cent in that company. An aotu&ry asoooiated with 

the Commisaion testified that the ooot of indus t rial insurance policies 

exceeded the cost of ordinary polioiea by a otill g reater mar gin. 

Although the mortality rate ia greater among industrial policyholders 

than nmo~ holdera of pol ieiea for ~nioh a medical examination is requir ed, 

the principal cause of the higher r elative cost io the asency oystem. A 

greater proportion of premiUilla goee to agents • comnissions in indu•trial 

insurance than in ordinary. The method of oo~en5f.tion is based, to a 

le.rge degree, on tho ies\le.lloe or new policies, and by mee.ourins "incr ease" 

according to the site of the pr emium, agents have been wont to urge the 

pol icyhol ders t o apply for en enormous vol uoo of uneconomic endowment 

ineurance. Aa further inducement to the vn-iting of mor e and a10re in&ur­

Ance , there are froquont contests ~ong the Rgents . The whole atmoophere 

of the business has been characterized by pressure for increase. and as a 

result, there has always been an unduly high lapse rate , During the ton­

year period from 1928 to 1937, over 168,000, 000 new pol icies were issued, 

and 132,706,931 policies were r eported as lapsed. Out of a total of 

193, 000, 000 policies iasued IIJld revived in thia time, t he companies ""re 

only abl e to effect a net gain of about 6,000,000 pol icies. e'very lapse 

represents a loss to the lapsing policyholder and , in addition, usual ly 

rahoe the coot of ineurance to the persisting policyholders , During 

this s!llne ten- year period only 4.46 per cent of all the terminations of 

industrial policies represented the pa~ent of death claims, which represent 

the only aatiefe.ctory fulfillment of the purpose of tho system--namely, to 



provide b11rial t'llnde . 

Tho coat of induetrial ins\ll"anco 1e further increased by the enonnoue 

turnover in tho agonoy rorooa of all tho ooopaniu. Dllring olovon rooont 

yeara tho J..otropolitan alone hired 74.607 new 114:onts, and in II4Uiy uallor 

oompaniu the situation 1e proportionately worao. The turn.,..or in the 

field foroo is not only o.poneivo beoaueo of the c ost of t raining new QOn, 

but it also inoroaseo tho lapse rate, which in turn meano loss to policy­

holdora and higher ooota of ino11ranco . 

rho roalhation of a;roat profits in etock oompaniea, the aoout111lation 

of ovor-increns1ng ourplue in mutual companies, and various incidental 

expenoea, auoh ao tho health and welfare aorviooa in the Cotr opol itan and 

John HAnoook, all contribute to the higbor coats of : nduotrial ineurnnco . 

To the extent that tho weekly oollection of preaiucs at tho hoo:oo of polioy­

holdere 11 noceeeary to llllintain inallr&DCO in terce and that 110rtel1ty 

among thooo people ia \lnf.voidably higher, th& greeter coat cannot be 

blamed on tho oampanies. They alone aro roeponlible, however , for unneoea.,.ry 

exponaol duo to inoftioionoy and failure to teko stope to oorroot conditione 

long condo:med. 

Tho holders of induatrial policies are confronted not only with an 

oxpen1ivo form of pr otection, but one with ramification• oonfuoing even 

to poriOnl bettor able to understand ur. inallT&nOO. The polioioa are 

iaauod on inntaerablo different plana , &nd thoro ia no unitonai ty in tho 

torm1nolOQ uaed in atatin& the righta of the 1naured. The p....Uua r&tea 

are co=putod on vario110 difforent baaea, 10 that only a well-trained expert 



is qualified to compare the net oooto of policies iooued by different 

companies . An industrial policyholder would find i t aubatruntlally 

i=poao ib le to determine which company ~~uld provide him with the earoot, 

cheapest and moot liberal protection . Consequently, the competition 

u:onc o ... p~es is one or aale....,.hip rathor than th& quality or the 

pro<luct . Polioyholdera, confuted by tho ol&i!>a of rhal &~;ents all 

interoated in writing .or. poliolea, h&Yo sought tho advico ot nu:Mtroua 

inGuranee coun.aelora to "h011 they have paid largo su::a.s •• toea tor adrloo 

which io aooetiz>&e ~:oo<l but rl'9quently unreliable . 

In order to provide a atandard of oanparioon of tho coat of indus­

trie.l insurOLnoo, the Coaoiuion preeented the te stimony of o.n actuary 

auooiatod with tho Sooi&l Security Board ahowing the oos t of a univorao.l 

death benefit plan, prOTidinl: tor a pay>::ont of $260 to eve ry peroon dylnl: 

in the United Sto.teo. '!'his atudy tho,..d that ouch a death benefit could 

be provided for the whole populc ion at an &~;~;rogate lll:lCUit considerably 

l"""r t han 1a coll&cted for induatri&l inaurance each year to prOTide 

for only h&lf tho population. '!'he pn capita coot 'lfOUld &lao be lower 

than the ~ount paid by t he EAjority of holdero of i nduotrl o.l polioiot . 

The oyst= of diotributin& induatri&l in.ourance o.nd tho praotiooa of 

the indus t rial oompaniea wore teverely condemned by the ArmBtron£ 

COilll!littoo in 1909. Thoro hevo bean IQI:lO improveJtentc in tho motho<lo or 

tho throe largoot oompantu oinoo thon , but thrOU£hout the oountry Ln· 

nucerable acaller oacponiot are •till operating in the rannor doaoribod in 

the ArllltrOD£ Report. lD addition , the principal OTilo or tho butineU••t. 

his)! lapae rate, p l'9saure for inol'9&te, and high coot--&re atill p....,..lent 

&nd appear to be inherent in induatrial insurance . 



Says Wagner In~urance 11-n 
Doomed to F aii..W. 

Wall Street Journal 
Novuber l8, 1939 
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THE W H ITE: HOUSE 

WASH INGTON 

IUli!QRIJ!IIlUI.! FOR TtrF; PR£SIDnlT1 

Re• Govom:rnt Annuitioa. 

< 

Nov1111ber 20, 19.39. 

In accordance with your r equest t hat I look into the posai­
bilit!ea of a Oovurnment annuity scheme, I ao submitting here­
with a report prepared by Llr . Gesell and associates of the 
S .E .C. ~ otm conclusions, baaed on a atudy of tbie r port 
ADd on other coneiderntio"'• a.ra as follont 

l . A feasible scheme can be worked out whert~by, thr oueh 
!rae administration and the compoundine of intoreat ~ents 
at from 3 percent to Jl percent, govornmont annuitieo can be 
provided with benefits sliebtl,Jr larger than privata CODf"'niea 
can provide at the ae::e pre~>1u:>o. 

Poyconts of $10 n mont h from age forty-five, for twenty 
rears , on t he 19.37 Standard Annuity Table, would provide annuity 
~ents of $22.79 a month on a Ji percent basi s and with the 
return of premiu:IO with intcroct gu:u-e.otooc! in tbc cYllnt of 
death . Under a siailar plan the Amarico.n National Wldortaltea 
t o pay $20. 28 a •onth. Under a plan of atrai!lht life annuity 
with no death benefit and Again at Ji porcent , twenty yoar s Of 
IDOntbllr premiWDa of ilO from Q&O for ty- !'ivo would provide month­
ly bcno!its of $.32 .94 . Tho KansAS Ci ty ~U'e on a sil>llo.r policy 
undertckos to pcy $.31.52; tha Aetna, $24.27. This 13 not a 
popular type or policy. 

2 . At tho somo tioo , certnin posoiblo obj cct1on11 to the 
propoMl alight be liat edt 

a . An actuarially self-supporting eche:oe , with no 
subsidy eloa-nta aave free adainiatration and a bieber 
interest rate (J - Ji percent) thnn the Government need 
pay on i ta bct-rowinse, would not permit the oolo or 
~U\uitica at a suffi ciently lower rate than private coo­
panlea no11 offer to be attractive to """" people . In 
Canada, with ratt~a 25 - 40 percent lowor than private 
co:opo.niea, onlr somo 18, 000 contracts were issued tram 
1908 to l 9J6 . The r ates have recont.ly been raised . In 
England , Govurnmont annuities , ste.rted i n 1864, wore a 
oOJllplete f&iluro and finally died in 1928. In 19.38 a net~ 
voluntacy pl"O&r&o was insuc;uraled , providing for s very 



Uemorandum for the President -2- Reo Governoent Annuit!es 

large subsidy for people under f i fty-five for a one-year period (thereafter only people under forty could coae in) . Due to the liaited period of the offer and the very favor­able tend, some 400, 000 peopl e out or about 2, 000, 000 eligible , entered the voluntary eystem. 

b . The Study of ConsUII8r Expenditures indicated that the 60 percent or the nation 1 s f amily units earni.ng l ess t han $1,250 a year have negative r ather than positive sav-inl!s . When it i s considered tba t DOnthly pqa:ents of $10 for a thirty-year period would be necessary to qualifY f or annuities of from t·40 to $50 a mont h (on B relatively self­sustaining basis) , i t will be seen that not many people are in a position to provide for t heir OYD old age . The private co.,penies already tap t his restricted group Yith t !.eir ..tllion and a half annuity contr acts . Should a Government annuity proposal be represented b,y its opponents as t be Adminis tration' s answer to the needs of the existinl! aged And the very poor in uncovered occupations , a great deal of r esentcoent would be gen­erated. 

c. /irt;f sche=e which contemplates a large element of subsidy and is deaigned to supplement for uncovered occupa­t ions t he Old Age Insurance Progrnm should not be considered ap&rt f r oz the whole problem of old age security, A single federal old age aecuricy progru, partly contributory and partly subsidized, may have advantages over a further develop­ment of the existing systems. 

d, rr a large ale::ent of subsidy 18 not conte:>plated, the advantngos of providing govern.oent annuities for the com­paro.tively few lliUBt be offset against t he disadvantages of incurring a political battle a t thio time rl th tbe insurance coapenies and their quarter of a aillion agents, (See attached press clippings) . People associated rltb the T.N.E.C. inquiry into ineuranoe would rather join iuue Yith the coapeniee on the questions of federal regulation and tbe abolition of indus­trial insurance, which tb411 believe constitutes the worst abuse of inauranoe today, (See attached memornndi.W on industrial insurance whore-in it is brought out thet out of some 140, 000,000 terminations of industrial policies froa 1928 to 1937, only 4i percent represented payment or death claiu. The prorlaion of burial insurance of , say, $250 through the aale or stupe b,y the Govel'11l08nt would be a highly desirable reform. ) 

~ <"" . c=:':' ... 
~chlin Currie 



N!.'lf YORK T!lfrS 
11- 16- SV 
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IOYeaber zo, 1919. 

!hi• hu to do with a •OIII'er- oal1o4 lll 

oable reaa.lum'••. 

141r1ll x. ··~-

A"-ohN - to h1a troa 1!4 .J. Co1U..-Proour~ D1_f'r .. •111'7 

hto.t'-• about •1-'-· 
... , Bill llltllUt folder-Draw 1·191t 



Re-President'a memo to Genora1 W~taon of ~bv 21, 1939 

about thouthta on Johnny B~ea' speech ~d out1inin& 

these. 

Ses:Wataon folder- Drawer 2- 1939 
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TH( IECAET'A"Y 0,. TH E T'ACA.URY 
WA.HIHOTOH , 

~L 
v~ 

~ 

' 
( 

I bne - ~rl.ni pooaiba aot14n 1n t.bo - ot .berioo 
O&tter. .l# :rou know, I havo had a ll'OI.IP ot bonkero (TOll JC. Smith, 
John ot.ta;r and Cb&rleo Spcmcer) odns1ftc •· I han &lao oollod SA 
Dean Land.lo, Do&n Garrioon ancl 1'4416 OreenboWI. 

Tha OOACt.1oDa to 'Ohl.cll t.bo 80ot oeriouo oouideration io bllnc 

civon o.rt1 (l) a J>l"'Ceodinc lmder Section 3() or tho Bellkinc Aot bororo tho 
8o&r4 ot Ocrren>oro ot th& hclara1 Re......., ST-tea !or tho~ ot tho 

iliJoeotoro and ot!iooro ot tha sank !or nolotiono or lao ancl cootSAuioc 
oma&ro anc1 unoo\UIIl ~ pHA:t.iooo, and (2) publ.ioot.io:> ot tho lo.ot re­
port or oxam1nat1o• ot tho Ba!>l< booouu or tho llo.nk' a t&il.uro to compl.;r 
with tha ro-JIII&tio .. and -otiooa- ~ tha Co10pt<oller boNd on 
the report ot • ....-uon. Tho bonlcero boll..-o thOt thO throot or thO 
uao or tho ooOOD4 OOD:t1oa would bo, 1>,. tar, thO 110r0 dronic 1n Uo ~ 
on tha Ba!>l<. 

oonM:uu.l n.e that the better oouret to follow in the tirat 14at.li.Dee would 
bl to 1D&titute pro~o t or tha pubUootion ot tbo report. In thio 

co-ction it ... ouagoot.ocl that a !oral ha&r1nc bl accorded tha - by 
tha CoJq>t.rcllor'o Ottioo botoro aotual publlootioD ot tho report ao ,.._ 
oortod to. '!'be prooodun tor INCh o M&rinc would bo ot&rtod 1>,. or4oriog 
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tr• B&nlc to t.ppMr before t~ Comptroller, or .., ~ner a ppoboted by 

hiot, to • how oo.uee wey the Comptroller ohoulcl not aot in &ooorcl&noe with 

the pro'l'iaiona ot the ot&tuteo o.uthorbin& hiot to publilh t~ report ot 
e:nm.imtion ot o.n;y national bank wb.ioh oh&ll not, within 120 do.ye o.tter 

notification ot hie rltOCII:lmondo.tiono or ougs .. tiono, buecl on the ~na­

tion, ht...,. 00111pl1ed with the reoClllllrlendo.tione or eugr;eetione to the ot.tb­

to.otion of the Comptroller. 1be letter of oriticil'm b&oed upon the l&at 

report of e:nm.in&tion wt.l 11nt to the Bank on July Sl, l9S9. Accordingly, 

the 120 dt.yl will expire on liOftllber :10, 19:19. 'l'h11 prooedure would ht...,. 

the adw.nt&geo (1) of gi rlng t~ Bank a fair oppor tunity to be he&rd before 

o.n;y &otion 11 t&Jcen, thuo ob'l'i&ting the po11ibility th&t oht.rr;e• of 

arbitrary aotion ml.(lht be lllllde o.gaiiUit the CanptrollerJ (Z) ot keepinr; 

prooeedint;a ag&inot the B&nlc under the control ot tbe COQptroller ' • Office, 

thuo -.king it unnooeooary to o&ll on o.n;y other •r;enoy for o.otion in the 

-.tterJ &nd (:1) ot o.ttording.., opportunity tor the B&nlc to ad-..oe & 

progMUa during the prooeedinge whioh would meet the Comptroller•• eusge1tiona 
in t'llll. In thh eTint, of oouroe , the publioation of t~ report '"'uld not 

be Jll&de, 

I n the enmt nothing in the WO.J of & o&tiof&oto.,. prove- 1o 

clnelopecl at the hearing, the Comptroller will notify the B&nlc th&t the 

report will be publiobed o.tter the expiration of 90 d~.T•• .&. oertitio&tion 

tor the raan.l of the officer• o.nd direotoro ooulcl the be l'lt.de to the 

Fecler&l a. .. ,..... Board. In thio .... ,. the tor .. ot the two moot feuible 

unotiona will beo0111e uail&ble to the Comptroller. 

1!11• pr opooal h only in tent&t1Ye fora. .&. further meetin,g 11 to 

be helcl th11 nelc-u4 wbiob will be attended by both the l&W)'ere ' &n4 

b&nlcero' groupo . I hope to ,i..,. ,..,.. & cletinite pl&n early Dnt nile. 
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THE: WHITE: HOUSE 

WA.SHINOTON 

Decombor 18, 1939. 

IIDIOI\ANDUII J()R 'Il!i: P!ll:SIDEllT: 

j 

I attach hereto report. fro" Captain Col line •• ~ 

ot lho !!rot and oecond aeetl~o ot ~ho~Co..tttoo, 

which JOU created. for the purpolt ot r.pr•••ntlnc 

tho Fodoral GoYern=•nt 1n Ito contacto with 

lntertated foreign gove~enta in aattere relat lft& 

to the purehAoe ot auppl!et, equipcent ond matorialo 

1n thlo cou.ntey. 

.... f 



TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

OFFICe CW THil OlltCCTOA: WASHINGTON 

DeC<I:IIler 9, 1939 

'Ute 1.n1'onnal comitteo created by the Pree1dent under date of Decem­

ber 6, 19J9, to represent the Alr.erican Ooven'l!liiOnt in its conteeta with 

the interested torei.sn £'0Yilrtlloents in all JOattera relating to the 

purchase of supplies, equi~nt and materi&la liSt at 2 Pll today. 

Present ..-ere the llirector of ProcureMnt; Llajor General Henry 01bbins, 

the ~temaoter Oenere.l; and C&ptaJ.n E. H. Van Patten, SC, USN, 

Actinv Pay!;oaster Genere.l of the liav;. 

Oeneral Oibbina preoented for U.e cone1derat1on of the Soard a liet 

of .::aterials ..,ich had been left with the Secretary of War this 1110rninj; 

by the llinieter r,_ !"inland. Copy of thie list ..... .fumished to 

Captain Van Patten tor hio diocuesion with the bureaus concerned in the 

r;avy Depart.tent and I\lrther report to tho Cozr.mitteo 88 eoon 88 1n1'onna­

Uon pert.ainin£ to the avail.abllity of tho Qllterial list.o<l could be had . 

The eo...ittee adjourned to meet again as soon ae the 1n1'ormat1on that 

Captain Van Patten is aooking becomes available . 
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\g' TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

December 14, 1939 

ll!llliWIDllll FOR THE I'RESIDEN'l' 

Via 11r. llcRe7nolcls 

In compliance ~1tb instructions contained in l etter of the Presi dent , 
of December 7 , 1939, cresting an informal coomittee f or contacts wi th 
foreign governme.nts in all matters relating to their materiel require­
menta , the following weekly report i s submitted: 

At a e~eeting of the Coa.ittee today , at which went present all 
ae~ers, the following transactions ~ere considered ~nd acted upon: 

A. Cleare.nce wee given t he Governoent of Finland for supplying 
60,000 gas masks ond tbe Minister of Finland wns so ndvi sed . 

The Colllllittee informed the Goodyear Tire and Rubber Company, Arl<ron , 
Ohi o, and the Knowlton Company, fiat cr tewn, Ntw Yor k, u.nutecturers of 
gas masks th&t a clearance bad been giYen to the Kinister of Finland, 
authori sing dJiect purch~se or 60, 000 eas aaska , less filter, tor which 
a ectia!actory substitute wee 1nd1cated. 

B. There .:as also intormlllly presented to the Com;nit t ee for its 
considerat ion, a list of lliBteriel, including oirplanes and 
ordnance . 

Inasmuch sa the Coa.ittee was intor.ed that steps bad alrea~y been 
taken Whereby the Coven~~~ent of Finland ... ea to obtain dalh•eriea ot 
airplanes by <iirect contact with certain airplane aanutacturera , it 
••• not necessary !or the Co..tttee to further consider t he matter 
at this time. This matter h~td been presented to both tbe rar and !levy 
Department s prior to the tiaoe that the WorlliBl eoCUIIittee wu orgnni zed . 

The CoiMiittee """ inforeed by t he '·ar DepartMent representative t hat the 
ordnance materiel listad by the Miniater of Finland was not available 
either fro• l'far llepe.rtment sources or Y,ar n.,ptrtll!!llt ~on tracts . 

I 

Lr.~ 
Director of Procurement 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

December 2:> , 1939. 

l~ dear General : 

It would be appr eciAted 11' the attached 

file , which l iaS sent to me by the President for !l\Y 

perusal , might be returned to him with m:r thanks 

for the opportunity of having read it. 

Wit h kindes t personal regards . 

General E. u. \Vatson 
'!he White House 
washington, D. c. 

Sincerely yours, 

~c.~ 
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THE WHITE HOUSE 
WASHIHGTOH 

T' D. h . 



-

b 

c 
0 
p 
J 

II!:AOIU.NDUII FOR 

:"ll! r.!l':'t IIOl' !I 

I have your joint ... oronoum with tho ~ecrotary 
of the f-&"t.'Yln r-:.ttrd •o n ~n~'OI"Wil CorJJt\tt tt to e£.1 
•tth the ~bject of ~rch&r.e of ~ar mA4 ~rial• ~ ~or ~ n 
'ov• rnm.mt l' a 

I t:.tnk you ra 11 to real he • .... t the treat~r put 
of' t"Uch purchaaea la not. , tn a trtct ~-Hie o"' ~t.e wor l 

auni 'tons - probably well over 'l't)' ,.,.r cent o~ tl>e 
;purcha.Ma wu: eonsf.•t or arUclett an4 raw or ••1-raw 
•te"l.ols which are p~iMrll,r of cl•U u .. ntller •ban 
alli•ary use . 

Hth &ll. clue dereronce t.o 'he Ant:! md ~"">' 
MUnitions Board, it Ia not 11 experl•ncad in DOking 
purche•e• u to the !"roeur .. n t Dlvlolon of tho 
Governrao.nt . Io any ev•nt, the cooralnat.l.l\, C:Oilil'ltt.,e 
•hioh baa b&on ••t up will bovo reproeentotlvo• of 
lhe AnDy 11nd NAvy on lt , Md T •• por"ectl,y rllltng •o 
bave the CUa.rtel'aa•trr Cenerel •nc the ~~·)'1DJI~~r C~oeral 
repre ~ented by o!""icer~t •ho are a: 10 W'llber5 of the 
Anay ond Na"Y llunl+iono Boord - a.poclo~ whon it 
c"""'• to purely •UIIJ+1'7 cr navol atorlalo. 

P1.Dal.ly l t •.., • be r•~•bv ed • ~!. .. are o.ot 
at. ••r, t.Aa.t" a.re !.ry in&: •o t-.,Ti.te• ln t.ht!" 
eoomt 1'7 ''""', that • he work of the coetU te. C:..la 
.. u.b: c1'f'1ll.&.ntt, :..lJJ Ua• t:n. ,,.nt~l ,., su.1 and 
purch.s.1.ni ?Ollcie• o:' t~w ':"r•arury ..... ••r'J d~''lnl• lJ' 
la:wol•ec . 

ra.t. b •tv t t ~Ink - uould 1o• be pre•ut 
arran,;OJIOnt •t&nd . 

P. C. R • 

... -

.. 
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Y THE IIHl'l'E !IOUS! 

IIAS!IliiGTOII 

II!IIORAJIDUII !'OR 

I have your Joint ... orandua with t he Secretary 
of' \\t.r i.n ::-ot:~Jt·ti to on i.nformbl eott'llitf·~• ~o P.t.l ,,it,.h 
t te '"l"'Jbject of purc~ote uf r.t-r matPri t1lf oy rorPtgn 
•ovornments . 

I think y<IIJ fall to reel. i to tba t the groa ter part 
or IUOb purcb&MI 11 not , 1n & strict a""so Of tho word, 
IIUJ11t1ona - probably nil our fifty f'&r cont or tba 
purchaa•• will con1lat ot articles cad raw or eemi - raw 
.. torWe which a re pr1ur1~ of civil ueo ratbor than 
a illtar;y uao. 

llith all duo daforonoo to tho J.nq and !1&"7 
l!nl.1t1one llo&rd, it 1• not as oxporiooood 1n ~~Akin~ 
purcbasoa as is t ho Proeur-ot Dirlaioo of tho 
Oo'Firn80nt . In any ovoot, the eoordi.nating c..,.ittoo 
which hu boon set up will b&vo roproactati voo or 
tho A~ ODd l o·N, on it., ..,d f U porfoc~ willing t o 
bno tho Quartoo'8ooter Genorol and tho P~tor General 
r oprooonted b1 offlooro who oro aloo ... bore of tho 
J.~ ODd Jlavy llmition a Board - oapacW~ when i t 
o.,..s t o purely aill tory or nanl • terialo. 

l"1Dally 1 t a111t be ,.. .. herod tba t wo oro not 
a t war, that .. U'o t ry in& to keep !l'ioos 1n thio 
OOIIJitry doWD, tG!t tho wor k or tho C'*'ittoo doalo 
rltb e1v1Uana, and that tha c•no"l fiscal and 
purohal1nc policies of tha ,.oaoury are very d efinite~ 
inTolved . 

That 11 wey I think t ohould lot tho proeont 
arranc-nt 1t.md. . 

J. D. R. 

' I 
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December ll, 1939 

Dear Pao 

Here is the ... orandua about 
• hieb Seeretarr Edison and ~ell desired 
to tellt w1 tb tbe Pi'eal:dent, which tiW! 
110rn1n& rou ael<ad WI to eend up so that 
be lliiht look at it tonipt . It 1a ..,st 
iaportant. 

General E. 11. llataon 
Secreta..,. to tbe President 
file 1lhi te Bouse 



/ A ... MY AND NAVY MUNITIOHS BOARD 

M UN IT IONS BU ILDING 

WMHI,.OTOH.o.c;.. 

Decaber 9, 1939. 

SlJ"B.JD:T: 11'h1te Rouse letter ot Decuber 6, 1939, creating an in­
foru.l eOliCdt t.ee to r·lpt'Oaont the Aaerlc.an Covernaent 
in ita contacts with irrt•t'eat.td foreign govenuaant~ in 
all mAtters re-le.Uns to tbe purcbaee or war ut.erial.e . 

~n ROCOHFendedl 

TMt the letter in question be r-econslder.ed and tho preo­
ent 1;.rmy o.nd Navy ltuni.Uoas Soard Olearonce COIIIdttee continue to 
tunct.ion in accord.uloe with tbo approved action ot July 6, 1939 
(COPT herewith), and your ltilitary Order of July 5, 1939 (copy here­
with) . 

1. Tho War ODd Navy Departments b&ve pri=ry l.Jl~oa~ l.Jl 
the mmition program pe.rtain1.ng to natio'Ml. dotenao. 

2. Coordin.stJ.on of tho J.rtq and. Navy procurement F08l"l48 
is bol.Jll obtoinod thro\18h tho jol.Jlt lor""' ODd Na")' llw>itiona Board, 
which lv.ls been tunct:iooi.ns: 1n close coopera.tion with other interest­
ed United St«.t.e Govenuaent agenoies eince 1922. 

3. All jol.Jlt An:t Md Na")' Boardo woro p1acod undor your 
cU.rection and euperviaion by Military Order, dated at the fihit.t 
Houao July 5, 1939. Sl.Jlco U..t date cooporotion botwocn t.hoso Jol.nt 
board.e bat been close, and action exped.1 ted on q-u.ee tiona a.riain.s: 
during the pr eaent •ergenoy. 

4. The miet~i.on aiven the nn Comrl.ttee by your letter of 
Deo•ber 6, 1939 appears to cillplicate the lllias i on prerlo~ly aaeir.n,.. 
ed by :rou t.o the Ar:q and KaT7 WUniUona Board, and a Clo.a.ro.nce Com­
ai t.tee or thtt. Board baa been sat.1ataotor 1l,y ca.rrying out the ~ 
mission ainee July 6, 1939. !he preaant C01111111ttee eetup1 with ita 
Rulee and Pol ici es, i e attached . These rul.ee and policie• have al­
reAdy bean appr ovt4 by the S.or•tariea ot War and the Navy, and con-
ton~ to the e.otion deairod by the National .llunit1orllf -~.'l:rol ~aove! t Libr art 
ot tht Stott Deportment. DECLASSiFIED 

DOD DIR. 6200.9 (9/27/~e> 

CQNfiAF:,· l11 L Doto- :J./11/t.-f 
51-ture- <'7MJ' /.~ 



S. Oloee cooperation has b .. n eatabliahed between the 
Army ond NayY llunitiona Board ond tho State, Troosury, CoJ:U:~eroe, Gild 
the Interior Departnaenta, in all uttar• affecting anmitiooe or war 
ond baaio rew utariala. 

6. Cloeo llaia011 baa been eotabllahod with repreaentativea 
ot all torei£1' goT-=-mta ond tho Ooaaeittee baa been aeaiating ..:17 
of theao coflrnaenta during tho peat ai.x 110nthe. 

7 . Tho State Department baa already requested all toreicn 
goYernmOilte to f'urnieh tho Army end NayY ltunitions Board all perti­
nomt cl4ta portAJ.ning to theix contemplated purchases in tho United 
States. Copy or the instruct ions already sent by tho State Depurt.­
ment to foreign governments attached hereto, 

8. Congress bas also pl.8ced the execution of Public No. 
117, relatiTO to stock piles or etrataaic and critical aateriala, 
under tho Arwl¥ and 118"7 llun1 tiona Board and the Depert:tent or tho 
Interior. 'l'hia action 1a effectuated by thie Board with close coop­
eration and ad-fico from the Depart:tento or State, Cc.oorco and 'l':reaa­
ury. 

9. The War and lilayY Procurement Plana are already beins 
coordinated 1 ond the recorda pertoinin& to ouch plans are a pert of 
the Army and Navy llunitiona Board's confidential tiles . To aeeign 
this duty to any other agency or cc:ami tteo will oauee ccnfuaicn, d&­
lay, and inefficiency, since munitions requests frOCI foreign powers 
will be IIAinl:r for 1 tame not nol'll&l.l7 produced cODCeroiallJr and dis­
tinctly or a hiat>l:r tachn1cal cbaractar. '!'he production or such 
i te:aa is or vi tal intaraat to our national defense and 1101at be cloa&­
ly coordinated with our om re&rll&llOilt progna. The aatup for auch 
coordinatioo alraaq exiota and tho reaponaihility 1a detinitoly 
fi.xod. The proposed eotup baa not the technical data anU.ble to 
ad:Diniator the anticipo.tod foreign requoeta , nor tho knowledge ot 
what 1111l.1tary information 'IIIAY be released without detriment to the 
national cletenee . The praeant Board &UI!Jiented by liaison ctrioere or 
all Supply Servicee and Bureaus, ond ita close cooperation with tho 
Joint Aeronautical Board, has ioomodiota aooeeo to proourNient plano , 
current technical elate, productioo acbedulea , ond currant ordare. It 
al.ao baa tho c0ftf1doaco and oooparat1oo or incluetry ond nuaorouo 
tra.do aasoci.ationa, which have e.l.re&dy been contacted and are 1'\lrnUh­
ing c011t'idontial 1ntonaticn cODCornins foreign purchaaae and tho 

ability or thio country to ... t their ct.Knda. 

10. The State Deportment, whicb ia reeponaible tor tho ex.. 
ecution ot the clociaiODS or tho National I!Un.itiona Control Board, ia 

'1"'=11- =------= 7 
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entirely ignored. The oloseot liaieon ClWit be maintoined between tlle 
State Department and tlle Intelligence Sections of the Wlll' end Navy 
Departments in regard to military secrecy and the discloeure of such 
in tlle sales of .cnm1 tiona to foreign power e. The Rulee end Policies 
attached have been drawn up in accordance with tlle present practice 
end procedure within tlle War, Navy, end State Departl!lent s . 

LOUIS JO!!USON I 
The Asaiatent Secretary of War . 

5 Incla . 
Mil. Order 7-5-39 
Approved acti on 7-6-39 
Le (Rules and Policies) 12-1-39 
Cy instruct ions to foreign 

governments . 
Cy le 12-6-39. 

C!IABLES EDISON, 
T'ne Assistant Secretary of the Navy. 



a.1l:Y Ailll l!AVY l;tJNirlO;JS BOA.1D 
::lllll'l'IONS l!IJII.Dll/C 

Waeh111(lton, D. c . 

December 1, 1939 . 

i'ROl!• The .olrcy and •lavy l.lunitioru~ Boarc! . 

'l'01 Colonel Cbarlae Hineo , IJ.S. !., Secretary of the Arr!ll/ Anc! 
Navy L~itione Board, (Chairman}, 

Lieut . Colonel Coorge S. warren, !.C., Office, Chief ot Air Corps. 
Lieut . Colonol E. i . ~e~rl&nd , O.D. , O • .t..$ .7 . , Pl&no Division, 

(Secretary ot the Comcittee) , 
l&Jor L. !. t:tller, O.D., Office, Cbiet or Or<lnance, 
Captain J . c. Byrnee, Jr., u.s. !I . (Rot . ) (Bu. Ord. ) . 
Oo...,.nd.er: !. B • .lnc!erson, U. S . !I., Office ot Chief or !laval 

Opera tiona . 
Oollll1"611der F. c. Ilunllnm, I so). Jluroau or Sup, lioo and Accounts . 
Ltaut . Oom&nder D. 1;, Loga.n, U.S.N., Bureau of Aeronautics , 

SUBJEC'11 Army o.n4 "Cavy J.:unit1ona Boer<!. Cocnittee Cor Clearance oC Ulnitions . 

1. The above-namec! officer s are hereby c!eeignated as ropreeentativeo 
of the Army anc! llovy Dmitiona Boarc! on o committee tor cleora.nce of CWli­
tiono , 

2. The c!uties of thie Boord will be to carry out the intent or the 
meoor nndum tor the President, dotod June 30 , 1939, co~y or wblch oppeara 
belo•, as tol lowe• 

June 30, 1939. 

"ln the )»et rew monthl , tho number ot requests from roroisn 
sourceo for a ooistnnce in procuring military ouppliee in thio country bas 
mult i pliec!. It ie probable thot theoo requeate will 1ncr eaoe matorl11lly 
in the near tuture anc! i t now op~ars dooirllble to establish a dorinite 
procedure on t he eubJe~t , to aoeure or&Onized cooperation 1n oeeti"6 these 
requeotl &nd to centralhe the eeeurin& tor our own uee of such military 
1ntormation aa may ; e obtainable from these aourcea. 

"'l'he cooperation required rro., ue will be chiefly 1n o'btainins 
authority to uee non-oecret drawingo of ordaance and ai:cra!t C6t orWJ 
and in •usseating where ordero for the des ired lte~~ can beat bo filled 
from d omutlc source a, The jw11~ 1ouo distribution or ouch ordere to 
domootic inc!uotry can be ~de to serve a very ueetul purpoeo in advanc­
in& our own plano for national deteruoi, 

'"l'he Cfottor in queotlon j:leo.rly pertllinl t o t he liQrlt or the Army 
o.n4 1:avy lo:lmi t\ona Board1 I t it therefore recoCI08n4ed that you author be 
the Boarc! to pan upon and to ac!Jillni~tar these requests for aulatance in 

•uch a annor ao beat to eerve o.g;>roved poll~lu . I t ie '11\doro tood that 

etJ1ijf \u Ef4T tt~t 
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these reques ts will be rerorrod to t ho Bo~rd through the usual ch6nnols 
and that the Board will confer freely with othor Covormont dc,P<Il' tnonto 
in C4r rying out ita functione in t hin roepoot , o.n4 !)Qr tieulo.rly with tho 
Division of Controls of the Dopartmont of Sto.to . 

"l'hh mmoro.nd.IW ho.a boon aeon o.n4 o.)pro vod by tho Under SoorG­
tory of Sto.to. 

( Sgd) CIWIW:S !»!SOil ( Sgd) LOUIS .roH:;so:: 
Tho Assietnnt Soerotnry of tho llnyY. t'ho Molotont Soerotory o! \br, 

Approved 

J uly 6, 1939 . l'i!AN!tLHl D. ROOSzv:::L'l'. 1' 

3. Copy of tho initlcl ''Rulco <lnd .r'olioioo fo r the Ar~ u ni ll<>vy 
L'unitions :arord Cloe>rcneo Con:nittoe" 1o ntt:.et.ld, Those rules o.nd pol­
icios ho.vo boon n)provcd by th:l 'Jar o.nd tlo.v; D<>~rt=nto . 

4. Lieutennnt Color.cl z. 3. !.!>el!orU.'ld., Q. D., vill be on full- time 
duty ~• Secretory or thio Co=ittee, ~nd wlll ~t ~• the stoning 10etll>er 
in order t o i.noure unif ol'c :llld expodit1ou cctlon. 

5. Copies or this meoor =dum will be turniohed n!l Su,pply Arme tlnd. 
Servic es of the 'll11r Dep~>rtmont c.!ld BurOQ\14 Of the No.vy Dep:>rtl!JOnt in 
order that they mny be acquainted with the mission of this Co~ittoe 11nd 
be pr epo.red to gi ve the mecbers such informntion c.nd "dvieo QJ come with­
in t he scope or their doper~oont. 

6. This mc=ornndum ropl3eea ~ aimilo.r ono d:tod 9ovcmbor 10, 1939 , 
.,..,., subJect, eetoblilhin&" Joint eo,..ittee for tbe clo="-Mo or :un1-
t1ons . 

7. '1!1:\e r ecordo nn4 rues or thie Co=ittoo will be mint31nod ns 
n po.rt of the ottieo of the Secrot"-"Y or ttlo Arrtr~ ond K:>Vy l.'unit1ono 
Boc.rd, 

For tho A.rrJcy nnl ~~" vy l:UZ.i tiona Bonrd: 

ci!.\JILS5 an~. 
Colonel , U. s. Ar"'{J ..,L 

I I D 
e t LlbJ'&r) 

1 Incl. 
SoerotMy. DOD 

Date-

Dltl. b200 . 8 (9/27/fiB) 

). /; 3 ;~-, 
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AR!.'Y Alill li.I.VY :.ml!r!O!/S BOARD 

t:Vli!T IO!lS ilUILDHIO 

Washington , D. 0 . 

l 

u ... t.. t· " ! EO 
CGO Ulli. 5200 .9 (9J27158) 

nate- -Yj13gr 
December 1, 1939. 

Sicnature-

;tuu;s AJ;!) POLICIES FOll .IJII."! .&Jill !lAVY 
~:tr.II'l IONS BOARD CLE.LW;cz CO!~ I= 

~~Jft~ 

1. AuthoritY - Ul\<191' Ute of July 6, 1939 , tho President npprovcd 
a joint reoollll!lendetion or tho .l.osiot&nt Searetarico of '•rar and Jravy that 
the Army and Navy !'""itiona Board be authorized to pass upon and ~in­
later re~uoata froo fcr oign aources for aaaiatance in ) roeuring military 
sugpliea in the United Stetoa in aueh ~nner as beat to serve approved 
polieiea, 

2, Joint Coltt.'littec - Thia pa~ticubr task or the Arey and !lavy 
l:uJlitiona Board will be oxerchod t:UOoll{;h a joint cocmittoo ccnahting of 
four A.rmy and four Navy officers• The Army members couaiot or two ot­
rieora of the Office of Tho Aaehtnnt Seorotury ol' 'lr.r , one ot'Iicer, Office, 
tho Chi ef of t he Air Corpo , and ono officer or the Office of t ho Chief or 
Ordnance. The J:erJ Mobero eonaioi of one oi tieer each f rom the Ott ice 
ot tho Ch ief or Z:aval Ogeratlona , the Buroau or Orclna.nce, the Bureau or 
.teronautico IUlf1 the Butall\l of Su.ppHea and AccOWlto . 'l:_e official doa!g­
r.ation ot th!o group 11 "J:rm:~ IUlf1 .>llT'f l~itiona JOArd Clenrenee Co=ittee". 

3. lfioo i on of Committ oo - The oiosion or ~he committeo h dofinod 
as follows: 

~· To cooperatl with foreign repreaentatives who hava obtQinod 
authority to uae drawinb~. t)ecificet iono , and other technical intor~­

tion concer ning Aoorican •ilitary coterie! in connection with order• to 
be placed wi th Aoor!c&n ~uf&eturora . 

b, To ouggeo t where foreign ordero for munition• or ell kir~o 

should bo placed in thie country to servo the boot interooto or our own 
national dofense , £iret Aecer t ll1ning from intoreotod Bureau• whether they 
contemplate plac i ng ordero before •ug8oet ing placing fore i gn or<lero that 
might take u.p capec! ty ot the plants that interested Buroaua contemplate 
us ina. 

c. To secure ewch mil itary i nforoat!on •• is obtair~blo from 
tlleoe toreTgn eources . 

d . To confer freely with other Covernmont departcento in carry­
ing out ito f\lnctione , 

~. Batie Policies ~Tho following baoic policies will govern tho 
activitieo or t he co~~ttee o 

a. Pr!er.dly ror oian otete• aro to bo advised concerning the 

COUPIPEJJ'illh; 
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procurecent Of munition& in this countr,y &.ld will be roniehed &uch de­
lienS nnd specifications of our mater i el ao ma7 be authorized under ex­
utir.,s 1"" and appr oved. o>olic iea , pro•ldad. firm and aubotantinl ord.ers 
o ;re placed w·ith American ronu.to.cturera . 

_k. Orders ma y be pl aced by foreign eourceo with concer ns oJ.­
ready cnSDged in production of munitions tor our o.ccount provided our 
procurement program Is not del~ed. ther eby , and provid.cd all i nformntion 
relati"6 to conl"ldentinl mo.ter1al8 then under mnnu.fo.cture in theae con­
comB io enfeguarded in llccordnnce with the inatructione ol' the United 
Stnt cs Dcpert:nents or burcnus the.r eor hnvin8 mnterinh <nnufo.ctured 
therein. 

£ • The auementation of i ndustr ial ca~eity for munitions pro­
duction by meo.n.s of fore1gn orders opera.tea to stron(fthoa our own nu­
tio~i de!e~o posi tion. 

!• Our des igns of materiel should not be rcle3scd to a foreign 
power unleos I!Dnu.faetu.ro 18 to be under taken by D rcputablo Anlericnn f im 
in the Unit ed States nnd. in auch eubstantiGl ~UilDtitioa ns to ro:>l<e th.e 
f i rm " dopondnble nntio~l dcroneo n ssot for tho ocrly pr oduction of 
theso i tems tn t i !llO of wnr , 

c . The United. Sta tes 'O'ill a oeume no respoaeibilit;r for the in­
spect ion of ~ater iel p~oduead for a foro i cn power, but advice ~AY be 
given if solicited, Tho inspect ion of mater ials by foreign inspectors in 
plants manufacturing equipment on classified contracts wUl be done as 
heretofore in a f!lllnner satisfactory to the depa,rtmente or bureaus having 
such contracts in those ~lants . 

1· In ever] caee , eo.re!'u.l stud.y will be given to i.ts\U'e tha t 
re l ease of intornntion d.oee not vio4tc the Eap iono.gc Act . 

~· All mnnutacturers , exporters . dnd 1mportoro of i tems do­
fined by Executive Order ae nr~ , ammunitiort, and impl ements of ~rare 
subject to r cgiotrntion wi t:; the llational ~!lulltions Contr ol Board , whoee 
operating ngcncy 1s t~e Dlviaion or Contr ole , State Dopartmont. 

~· Export nnd im~ort liconaoa , issued by the Di viaion or Con­
t rols, St o.te Depnrtmont, nrc fum i ahod to regietered lli\U'l1tiona .annufnc­
turer ~, oxeopt whoro tho isuuo of such liconaoa will viol~to aomc l nw of 
tho Unltod Stntoe or n t r eaty to which tho United Stntos io a pnrt y. 

1 . Tho followine; JIOlic i cs re;;>rd.ins mllit:>ry aecreta or in­
torost t:o tho nnt ionnl ciofonso nro quoted. from tho pa.mphlot 11 lnt,orm­
tionnl Tt Mf!c in Arf!'JJ " published 'Oy tho W;Xlrtmont ot St:>to : 

"SP;riAL ?ROVISIOIIS Ill R2GJ.i!D TO IJILIT.LilY S:OOS31'S 

"Title I of tho Zepiorogo .let , QPprovod Juno lS , 1917, 
ro~a In pnrt ns follows , 

'tYhoo•or , \.,ith tntortt or rco.eon to boliovo th.:lt it 1a to 

O IIIF~ppu r ••I, 



~o uaod to thJ injury or tho ~n1tod Stntoo or to tho advuntBgo 
or u foreign nation, eomrJUnicatea , delivers, or t ransmits , or 
attempts to , or aida or induces anothe r t o, communicat e, del iver , 
or transmit , t o any foreign governmo11t , or to any fac tion o~ 
party or milit~ry or nnval force with in a foreign country, wheth­
er recognized or unrccot;:nited by the Unit ed Sto.too , or to ~ 
r epresentative , officer, ngont , employee, eubjoct , or cit i~cn 
thereof , eit her dir ectly or indirectly , UJ\Y docum.ant , writing, 
code book, s i~l book, s ket ch, photogr4ph, pbotoGra~hic nc~tivo, 
blue print , plo.n , ~>"'Ill!) , modal . note, inetrwoont , Qpplic.neo , or in­
f ormat i on rol~tinJ to tho ~tio~l defens e , shall bo punishod by 
impriaonmant for not ~oro than twenty yea r s • • • 

11The Secretary of State will not issue a license authoriz­
ing the exportation of any arms , ammunit ion , or implements of n r 
considered by tho Secretary or War or by the Secre t ary of the 
Navy as instruments or appliances included among tlw 4r ticl ea 
covered by those termo as used 1n this act if, in their opinion, 
they involve milita.ry s ecrets of interest to tho national defense . 
The art i cles whi ch tr1J3 be s o cons idered arc artie los fall ing wit h­
in one of the follo·.ting c~tesor ies : 

• (a) lo.rticles , the whole or any features o! which have 
been or are being developed or ~ufaeturod by or for t ho War De­
partment or tho l:avy Depar tment or with t he partie ipation ot 
either of those Depo.rtmente ; and 

'(b) Articles, tho whole or ney featureD of wbicb have 
been used o» aro beinp; usod by tho War Department or the Navy Do­
pnr tment or which oithor Depar tment hGs contraetod to pr oeuro . • 

u Included a.moO{, articles dove loped "tJy or for t he \7D.r Depart­
mont o r t he 1lavy Dapar tmont a.ro a r ticles the dovolopmcnt of which 
has been contracted for by e ither or those departments , or which 
have been <levolopcd 1n nccordrulco wit h Army or Jlavy apeei.fications 
and s-ubmitt ed to either depor tment f or evo.l\ltLtion for procurement. 

11Prospective expor te-t"a ot o.rms , a.mt!!\U'lition , o.nd impl ements 
of war shoul d , before BnplyinG for a license to ~uthori2e the ox­
port~>tion of any article t"o.lling \1lthin tho nbove co.t egor ies whioh 
mny pos sibly Invol ve military secrets of inter est to tho nntionol 
dofanso, communicate ~ith the Secretnry or Stntc i n Bdvnnco of the 
pr oponod shipment i n order thnt ho may bo in a position to a scor­
to.1n for tho proopoctive ex!)orter whot hor or not rrllitctry sec\'ets 
nr o, in fa.ot, involved t~oroin. " 

Reluase of Brticloa tor t'oroie,;.'l aulo comi ns within t he scopo of tho 
above pnrngrc.pha 1a maclo by tho action of tho Soerobrios of 'lfr>r nnd N<~vy. 
'l'ho chiot of t ho aup~>ly arm or ser vico concerned, a.ft or ooor dino.t ion with 
udng .l r ms o.nd tho Army or trnvy, !l9 tho easo aoy bo , r oconwCI"lds to the 
.t.osisto.nt Chiof of Staff, G-2 , or to tho Dirootor of ll"•tnl lntolligoneo, 
tho ~tion to be takon. Tho industr1nl foot uroo of tho problem will bo 
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presented by tho Army &!>d Navy l;unitiono Bo11rd. The mttor 1a then re­
ferred for final decision to the Secretary of War or the Secretary of tho 
!1ruy. 

l· Whore nn agreement wi th a foreign powor limits some feature 
of one of our own doaisns to usc by our Government only, foreign blzyers 
will be <>dvised to make their own arrangements with the foreign power ~>itb 
which tho United States hoe QD Qgree~~nt. 

! · Thoro is no general authority of law to sell any government­
ow ned stocks of munitions direct to a foreign power nor for production i n 
a government plant Cor toreign account . Act ion by Congress 1n each case ia 
necessary • 

.!.• Foreign bu,ycrs will be informed that they nru.ot make their 
own arrangements for uee of patente applying to t he material being pur­
chased. 

m. Any information divulged will be given directly to officialo 
of the foreign governments and not to midcUe·men. Where it is necessary to 
turn over drawings and specifications to an !m&rican manufecturer to enable 
him to bid on a foreign order , copieo of this inforrrAtion will be furniohed 
only to the manufacturer concerned , and then in a confident ial ototua. After 
A firm and sub eta.ntia.l order h placed, copies may bo furnished to the t.or­
eign inspectors and to tho foroign gover~~ent concerned eo tb4t the materiel 
may be B'Ubacquantly mnintoincd. 

5. Procedure ot Cl earance Committee - The gcnor.:~ol procoduro of tho 
Olea.r<>nce Comaittee will be as follows : 

Q, Ea.<>h intorostod lluroa" of tho Navy <md S\ll>PlY Arm or Service 
of tho Arm,y-will dosignoto n contact of'ficor who will obt~>in decisions from 
his own chiof nnd transmit so.n:c to tho Committoo.. 

~· Forcisn buyoro will first cstablioh contact with tho Stat o 
Dopr>rtmont . After approving their credenti4lo, the St11to Depr>rtlllOnt will 
refer the foreign buyers to G-2, W~>r Dopnrtmont GonerQl Stnff, or Office of 
NQVQ} Intelligence , llo.vy Department. After proper ldentlficQtion by the 
intell i gence scrTieos, foroign buyers will bo roforrod to tho o~irmnn of 
tho Cocmittoe • 

.£• The Olearo.nco Committoo will rofor nll itoms desired by for­
eign buyors to the chiof or tho supply 11rm, oorvico or burcQu concorncd for 
conaidorAtion of the rolO<>sc st11tuo of tho itoma with rospoct to military 
intorm~~tion. Tho chief of tho ou,ply Qrm, service or bureau will not ify 
the Cl o<>r<>nco Committee direct concor ning o.ll itoms of American dosign 
which hnvo previoualy boon roloaaod. Item~ not previously rolo~sod will bo 
procesoed in accordance with present practice, the industrial featv.res of 
~M pr.9)qoll). being presented by tho Arm,y and Navy Y.unitions Board in accord­
ance with the recommendation of the chief of the s\lpply arm, service or 
bureau eoncernod, Tho decieion of tho Secret&riu of 'lar and Navy on iteiM 
w:hioh have not already been releuod will be tr&n.Omitted to tho Clearance 
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Co..,ittee ~1 the Office or lle.vo.l Intell1gence or the lU.l1tary Intelli­
gence Division, General Staff. It will then be th.e ~uty of this Col!l:lit­
tee to obtain the finAl action by the State Department on the specific 
equipment involved , 

! · After clearance of doaign is settl&d• the Cle&r&nce Co~ 
mlttee will then augseot, on the recommenda tion or tho intercetod oupply 
agencies of the War and Navy Departments , several aources for placement 
of orders, due regard being given to our procurement program and the boat 
intereets of industrial preparodneoe. 

e. Foreign buyers will be informod that munitions orders ~t 
bo placed with registered manufacturers who will bo roquirod to obtain ox­
port liconeee, botn of which tunctioruo aro ad.oinistered by tho Division of 
Controls, State Department . 

r. Close liaison will be maintained with the Divi sion of Con­
trols to keep informed ae to export licenaea issued and to secure such 
other military informa.tion on munitions tra.noactlone as ..,Y come into the 
hands of the State Depa.rtment, 

A• For commerciol items covered by military specifications, 
clearance for releaae of apceifications only will be required . 

The ClearBnec Committee •111 also lend every assistance to 
foreign buye~s. if ao solicited, by recommending reputable sources for such 
ordinary co~ereial items as machine tools , whore development of productivo 
capacity has a vitnl offoct on induatri~l preparodnoea. 

h, Tho mil itary intelligence services will aet on requests to 
visit Government plants, proving grounda, commercial plants in .b1ch 
Government orders are in ;rocesa, or to examine mi litary items , in c onform­
ity with their usual routine in theee mltters; the Clearance CoiiDittee will 
.xrange tor cont&cte and visits to commereial plants not executing Govern­
ment o rd..ere. 

i, The Cle&rance co..,ittee will gather informat ion eoncerni.ng 
foreign orders in this eountry r·rom the State Department and other sources 
and furnish 1&me to interested agene ies of our Government • 

.J.. The Office of the Secretary of tho J.rtoy and ll~>vy Munitions 
Board wi ll be the office of record for the activitiea of the Clenronee 
Committee. The !ilea or tho Artoy and Navy Uunitiona Board covering plant 
allocations will also be posted with ouch i llformation as is applic~>blo. 
Such etatietica aa are neceaaary will be prepared by tbe Statistics Di­
vision, Army and Navy MUnitions Board. 

k, A file will be kept by the Clearance Coml.ttee containing 
o. Ml recOrd of fUl conferences , agreements reached, ond other 'business 
transacted. It is easent14l thnt 411 verbnl conferences, 1n pnrticulnr, 
be necurntely reported in the filoa. 

1. In genernl, Army itomo will bo considered by tho Arll\)' mom­
'bere, and invy itcme b,Y the llavy ocmbors in o.ccordAnco with the polleiea 
on4 procoduro outlined •bo••· 

0 9 " ' I 7 7 " I I ' ! . 
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'l'ho I!Mretar)' ot State preuota ~. o"''jii'••ta to ~~air 

I!Xoell..U.H ad lleaaiwnl the Ch1ata or llt.aion a.D6 baa tho 

honor to .U.rcmt th• that t.1u1 Arw:f and 11&"7 llimiU•• ~loud, 

r..ich 1a ebar,..t with tho 411\7 or ooordi.Da~C t;e•..-tel 

aotica 1D OOOD"t.ioa w1 tb pwocba .. a 1D tbia eount.J7 to tbo atallt 

neo .. UJ7 to aato~U&M t.1u1 r roCJ"&&U or tho War an4 II a,.,. n.pan.­
_te, to oreata a4diu-l. uaut'acturiAI oapu14iJ 1D t.lul United 

State& and to FQteot etooU or a~te&io or orUical •teri&la 

ace>all.&ted 1D tbia -tr>', 1a 4Mirolla or l.ea.t'IIJ.na or or4ere 

which han be., or ...,. be pl.ao-.1 1D tbia countey b7 ror.if}l co•­
&l'IIMDW ror ell wpplloa tor llilltary or naftl uaa. It 4oas..r.a 

tb1a .u.r-u.. 1D wMl' \bet it...,. t'ul!lll ita wu .. .. out.­

l.1Do4 abovo ritbout caua.U.c IUiJ' uzmooeall&cy 1noccl'rm1011Co to tor­

oip punl>aaen. 

H ..WS be .,...~ appreciated , tb-rore, it tho Cbiota 

or 111aa1• -u f'1ad 1\ poeaiblo iDtcrnaJ.lT to c-...ioata te 

tAo DJ.riaia or c..v.ou, ~tor State, tor tru~MJ.aaia 
\o u.. Arw:f aDil .. ...,. lbliti- lloard, .u.r-u .. 1D n prd to ..-q 

taf'Ul ........... tor ell IOIPPllo& tr>r llilltar)' or uftl lUO which 

...,. -.. ._ pl.a..t 1D tbo Uai\od. St.- b7 ~ p\ll"'h&aiDC oaete 

, 



ot t.hoi:r ronna•w. a -..ld oleo be approoJ.ned it t.ha Chieto 

of lliod.OD could t'rclll U... ~ U... irUONall.7 ~ .. w ~ t.ha 

aaa• Dh1.olol> or tho Do..--..~ 1nt"""'U. 1o repnl ~ ordln 

which ..,. be plued bU'<! ill t.ha t'lltuft b7 u.:t puJ"ObUio& •c•\1 or 

thoi:r ~''· U l web 1oro,..\1oe lllllai\\ed to t.ha ~ 

11e11t ro!' tho .... or tho J.rw:¥ ond NA..,. Nllnl.Uoeo Boar4 w1111 or 

=••• be cODIJ.41!'ed • • 1trlc\17 .,..tid.,Ual, 

Dopa.--\ or lltaw, 

Walbio&\OD, •-'-" 6, 19~. 

cp!f or API 



/ 
/ 

ml.l'l'A.:n' ORDER 

By virtue or authOrity vested in no as President or tho United 

Staton tL"ld "" Co..J1'."Ltdor-in-Chief ot the Art.l// u:.d Unv:• ot the Unite<l St<ttoo , 

it is hereby ordered thnt {l ) tho JoL~t Ar~ and N~vy Boord , oroonized to 

aocure coopleto coopetdt1on and coordination in ull m&ttera and polic i es 

1nvolvi ne joint action oi' the Ar.:f'/ nne N!lV'J rol etivo to the national dotonse , 

(2) tile J'oint Eeonor.z• B:l6rtl organized for tho purpose or effect ing economics 

without los• ot efficiency, by tho el ioination of ovorlep or tho simplifi-

cation of functions in those nctivitios or the War and Navy Depart~onts con-

corned with joint operat ions ot· tho t•.ro services or which have approxi-

mato1Y · parallel tlmot ions , {3) tho Aeronautical Board orGOJ!ized for tho 

purpose or securtns a ~oro c~~ploto nonsuro or cooperation and coordinntion 

in tho doYolopmont of avia~ion Of the ATCI// and Of the Navy , and to provide 

an agency for cons idorotion of aeronautical mattors , and {4) tho Joint Aroy 

and Navy Munitions Board organized tor tho purpose of harmonizing tho pl ans 

ot tho Amy end Navy fo~.· tho procurement Of m.Wlitions and supplies for war 

purposes , now tu.:tet 1onin,g by undorstanding botwcon tho Secretary or Wnr and 

tho Socrotary ot tho Navy, shnll horoaftor oxoroioo thoir tunet1ona for the 

purpoaos arorosuid undot• tho dirootion o.nd supervision of tho Prosidont ae 

cocmondor· in-Chiof of tho Army and Navy of tho United s tatoo. 

This order oholl become o!foctivo on July l, 1939. 

Tho Vlhito House , 
FRANKLIN D. ROOS.EVn.T 

c. in 0 . 
July 5, 1939 . 

{F. R. Doc . 39-2343; Filed, JulY 6, 1939; 11:06 a.n . ) 

v J 52 " FIR 
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WAR DCPARTMENT 

OFFICE Of' THE ASSISTANT SI:CRCTARV 

W A$HINOTQN , 0 . C. 

: .. . ........... -·-·· ....... ~t=· .. 
•vel\ L II1P__.) 

Ut 1\u , , lED 

ooo out li20M "'"., 

Date- -.,;,~;.-, 
19)9 

•n sa 
(OIU,l -t.-'r'~ 

Io tile past few •ontba, U.. owaber of requeat.1 fro. !ONip 

aour.,.s for assistance 1n procurJ.:>g .Uitvy 11uppllee 1n t.h.ie count.r,o 

baa ..Ut.J.plied. It ia probeble that tbue r"*IU..,t.l • ill inor .... e 

.,.teri&llr .in the nrar rutur,• end it. now e ppe&r• <IM.lrable to Nt&bliela 

a <lefinit.l procedure on the •ub jeot, to auure orcan.J.11ed cooperatl.oa 

1n • •Una theae requea t.a and to cent.ral.J.• • the ••curine t or oar -

11M of IUCh aillt&ry infonMti on &a M;r be obt.aJ.naba f'roa U...e 

eourc ... 

The coo para U oo reqll.ired fro• ua will be oh1e tl7 ill obt&Sa­

inl aut.hol'1 t r to uae non-ncret d.rawin&• of oJ'dnenoe aDd &.iror.t't 

•ter J.el and 1n 1\l&ie&t l.ng wlwre oJ'dere tor the 4Nired 1"- - ""-' 

be tilled tl-oa <I.,...UC liOilr.,_. The J ud1010WI diltribllt1011 of ..aeJa 

onlere to doHotlo induut.r)o can be aade to • .,..... a YV7 uaetl&l paz 111 

ill ednncJ.Ai our own plana t or naUOII&l deteue. 

The •tt.er 1n quee t1011 clearJ.T pertailla to the work ot U. 

~ ao<1 laY)' Jamj t1ou Board. It 11 therefore Nlll hd U.t ,_ 

authorise the Board w peu 11p011 ao<l to ed•' nhter theN nq-.t. r. 
uaiatanoe 1n INCia a aanner u 'beet to,.,..... ..,..._ed pollciae, n 1a 

ID!eretoocl t.bet the.. req1»1te rill be re! arred to the loard till' .. 

the Ulual cbanneU aDd that the lloarcl will _,. .. ti-MJ.T 111\11 o\lllr 

aanz.-ot depart.Mntl 1n O&J"''7illl aut ite r..ou- ill W.. I' s•n, 
aDd part.J.cu.l..arlr wi tb the Dhteion of C•t.l'oU ot the ~- fll 

Stete. · 

Tbh _,l'&lld>a boLl "- - ud ........ 'll!r tbe .... 

Secretary or 8 tete. 

~~ 
CIWU.IS 11)1801 loGIIU .ICWiiUi 

The Auiltant 11ecr6tar7 ot Ull Jlaw7. fte ~' . ...... , fll ... 
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