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GROUP ll!ETIMG 

Present: 

B.Y. Jr: 

Thompson: 

H.ll.Jr: 

Young: 

White: 

Thcmpaon: 

·--- 1 

• 

Kr. Baaa 
llr. Gaston 
llr. Young 
llr. Thampson 
llr. Graves 
llr. Pehle 
l{r . Bell 
llr. Cochran 
llr. Foley 
llr. Schn.rz 
)(r, Wiley 
)(r , ihite 
)(r • Sulli nn 
llr . Kuhn 
Jlrs. Klotz 

MINh fi. 1161 
9t80 • •• • 

Norman, did you give Philip Young the clerks 
he wanted so he can run his office properly? 

Only 50 percent . We got one of the 'two eun>loyeea, 
but the National Labor Relations Board won1 t 
release the one we 'lll.nt from them. 

He said he gave you 50 percent of what you 
wanted . You got one olerk. 

Already? I never got such service in mr life. 

What proport ion were women, Norman? 

It wes fifty-fifty . One we didn ' t get wea a 
woman. She was so good they would not r elease 
her. But we will take oare of Phil. 

• 
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H.ll. Jr : 

ThCDpson: 

H.ll. Jr: 

Bell: 

H.lo!. Jr: 

Bell: 

H.M. Jr: 

Bell: 

H.K. Jr: 

Bell: 

H.ll. Jr : 

Bell : 

H. JJ. Jr: 

.,. __ .. 2 

- 2-

What el se have JOU got? 

Here is a lett er for JOUr si gnature. (Pehle' e 
prcmotion) 

All right. 

J.{r. Bell? 

The expenses of the Federal Reserve Banks in 
1939 were four millionlline. In 1940, the 
figures ! rem same of the agencies are not avail­
able Jet, but the7 were over five million, partlr 
because of the Foreign Funds Control. 

I see . Could I get acme kind of a break-do1111 
on that? 

Yea. Vie have got a little break- do1111 here . 

I will t ell you what I woul d like you to do. 
Would you mind just taking JOUr pencil and 
giving this bacK to me, which of these things 
could be done, saJ, by a national bank, if we 
wanted them to do it? 

){oat all of this is mechanical stuff . 

How much of that could be done by a national 
bank? 

Probably most of it. 

Well, that is all I want . 

It woul d probablJ cost us a million more. 

It might cost us less. 
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Bell: 

H. JJ. Jr : 

Bell: 

H .Y. Jr : 

Fole1: 

H.ll . Jr: 

Foley: 

H.M. Jr: 

Foley: 

H.!.!. Jr: 

Klotz : 

H.ll.Jr: 

Klotz : 

B.ll . Jr: 

Bell: 

- s -

This is largelJ meobanioal work. 

Not that I have &n1 ideas. You know, I am just 
curious . 

I am not so sure about the l&w, whether we oan 
legally do it through national banks . 

Well, where is m1 laW1er? Good morning, Ed. 
I woke him up, unfortunately, this morning, at 
10 minutes of 8. 

I made up m1 mind the next time you asked me if 
you woke me up, I would say, -res." 

Ed, you don't have to. 

I know. (Laughter) 

I woul dn't try and give an imitat ion . I am 
under the !:Eression that I can designate any 
national b as fiscal agent of the Treasur1 
t o perform any duties . Would you l ook that up? 

Yes. 

I think I am rigpt. I mean, for lnstance, if I 
wanted to gi.ve Foreign Funds Controls to the 
national bank of Podunk, South Dakota, or Tucson, 
J.rizona. That would be a good idea. 

Very good. 

Or San Diego? Woul d you prefer San Diego? 

Yes. 

You see? Seriously. 

There are certain of these functions , many of 
which they get no reimbursflllant for which are 
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H.IJ. Jr: 

Bell: 

H.ll. Jr: 

Bell: 

H.:ll. Jr : 

Bell: 

H.M. Jr: 

Bell: 

H.li. Jr: 

Bell: 

H.lo!.Jr: 

Bell: 

H.lo!. Jr: 

- ' -
directed b1 Congreaa to be taken over b1 the 
Federal Reserve Banke when we abolished the 
Sub-Treaeuey. 

Well, I just--

! don' t know how that ties into the fiscal 
agenc1 thing. 

Look into it, Ed. 

What else, Dan? 

Yr. Delano, I assume, told 1ou about Paul Davis. 

Yes. 

And his tie-up also over there? 

Well, I told him. nothing doing. 

Nothing doing? 

Yes. 

The suggestion was made b1 Burgess that 10u 
might 1181lt to take a look at Rounda, the second 
man in the Federal Reaene. I don 1 t know how 
he stands politicallr, but he is more or leas 
of a career man since 1914. He was there all 
through the War and he is a real wheel horse. 

Well, if you don't mind, I would like to wait 
now to see what luck I have finding a Roosevelt 
Democrat. 

Well, I don't know how he stands in that respect. 

I have got ~ linea out to see what we f ind. 
Remind me. All right? 
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Bell: 

H .~. Jr: 

Sullivan: 

B.J.! .Jr: 

Sullivan: 

B.l.!. Jr: 

Sullivan: 

n.!.!. Jr: 

Bell: 

H.M. Jr: 

White: 

H. J.I. Jr: 

5 

- 5 -

Well, this is a man you oan keep in the b&ck 
of your head if you don't get somebody outside 
of New York. It is pretty hard to get a banker, 
I understand. 

Well, if there isn't any, that in itself is news . 
Now, will you be here at 10 with Sullivan on 
this - I would like you to listen to that - there 
is Yr . Bruere, Randolph Burgess, Luther Gulick and 
Elihu Root, Jr., coming in representing the 
publio--

Institute of Public Administration. 

Institute of Public Administ ration. Will you 
be here? 

Yes, sir. 

And Bell. Now t hat would be a - are you going 
to have your own economist here, Blough. 

I will be very happy to have him here . 

I would have Blough here. 

All right. 

Barry? 

A comment made by Phillips yesterday may or 
mar not be news to you. He stated that the 
go d which they are now getting newly mined 
from South J!rica and possibly from Australia, 
I don't know, is not available to them because 
of the - they haven't f ot the adequate ships, 
and he suggested that t there were cruisers 
available, the gold would be available. 

Bow much have they got? 
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White: 

H.l!. Jr: 

Cochran: 

H.ll.Jr: 

Cochran: 

\'lhi te: 

Cochran: 

White: 

H.M. Jr: 

Cochran: 

Bell: 

Vlhi te: 

H.ll.Jr: 

White: 

Cochran: 

H.M.Jr: 

White: 

- 8 -

He didn't apeol£t. 

Well, find out. 

They will have a statement of that in a couple 
of days . They have cabled for it. 

And also find out whether that hasn't alreaa, 
been mentally ear-marked. 

Yes, it has. It isn't nallable for shipment . 

It isn't available? 

Vlell, it could be shipped, but there is no need 
of our going to the risk. 

Oh, I thought you meant it wasn't available to 
them. 

I mean whether they haven't already used it once. 

They have planned to use it monthly as it accrues . 

Well, it is in that statament. It was in White's 
statement of estimates. 

VI ell, it should be cleared up . Jq impreeaion 
was that he said that he said that could be 
available only if there are cruisers available , 

To them? Check up. 

Yea . 

Yea , I understand. 

I think they have used it once . 

They couldn't have because we haven' t got - if 
they used it, I don't know where. 

6 
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H.K.Jr: 

Cochran: 

H.Lr. Jr: 

White: 

H.K.Jr: 

White: 

H.K. Jr: 

Cochran: 

White: 

H.:U. Jr: 

\'/hi te: 

Bell: 

Wh1 te: 

Foley: 

.,_ 
We kncnr thq baYe uaec\10 IIJ.Won of it. 

Yea. 

I know of 90 million that they have used. 

Here, to ue? 

Talk with Cochran, will you? 

That ia different. That 1a s~ething I don't 
kncnr a bout • 

Is it more than 90? 

There is this last transaction of 75. Pinaent 
was in yesterday and talked to me. I have 
written a memo to Harry about it. The memo 
was circulated last night. 

Collado called up to say that Welles had wished 
him to call to iilfol'lll you that the :Mexican 
negotiations were going forward, and it looked 
rather promising for some settlement, and that 
apparently they expected to c0111e to the Treasurr 
soon to eee what mlgbt be done under the stabili­
zation operations, out that soon, I think, is 
a matter of possibly months and not days . 

Does that necessitate another trip to Uexico? 

Hot for a long time. 

That is a reeult. 

Maybe the Legal Division might need to gQ . 
(Laughter) 

That is all I have . 

What do you mean, "Heed to go?" (Laughter) 

7 
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White: 

Fole7: 

Bell: 

Foler: 

Wll.1 te: 

B.K.Jr: 

White: 

Bell: 

White: 

H.IJ. Jr: 

White: 

H.K.Jr: 

GraTea: 

H.K.Jr: 

Grana: 

H.W.Jr: 

Schwarz: 

H.J.(.Jr: 

- 8-

I thought fiiU aicht ant to aettlt scae of the 
th1Jaga 7ou ltarttd. 

I didn't start &DJthing.(Laughter) 

Well, sooner or later. 

If rou start talking, I will talk too . (Laughter) 

Next ia Kr. Gn.na. 

Did I hear acaethiDg, Hal'J7'l 

lfo, I didn 1 t han a word to •1· 
You will get a report 7et. 

I 1111 through. 

That is wonderful. All right. Is that all, 
Har17'? 

Yes, that ia all, Terf definitely. 

Harold? 

Nothing. 

You don 1 t want to get iD on this fiab.ing expe­
dition? 

lfo. 

Chick? 

You wanted to IIUl.ntion the stoey in the Washing­
ton Post reaterd&J on Bulgaria. 

Well, saaetillle we will talk about it. FitDaurice -
talk to Bernstein first and tell him how Fitz­
uurice knew enr7 IIIOTe that the7 ude on that 
order. They knew when the7 went fraa one office 
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Schwarz : 

H • .lf. Jr: 

Schwarz: 

H • .lf.Jr: 

Schwarz: 

H.ll. Jr: 

Schwarz: 

• 
- 9 -

lllto another. 'l'hat 1a r81.lly11bat I w.Dted 
7011 to bring 011t. 

I will talk 'to Bernie. 

SCDebodT ie telling Fitmaurioe evecy time they 
lUke a move. 

He has been liTing oTer there . 

lhat? 

He came oTer here also and found us out to 
supper, and I saw him yesterday at the White 
Bouse press conference. Be said he decided 
that nothing had happened since we cloeed up • 

• 
Well, somebody is tipping him off . 

Flynn has been blasting again, and Mr. Kuhn 
and I talked about it. Apparently nobody 
is paying much attention to it because what 
he had llonda{ would have been sufficient to 
elicit quest ona in the press conference, and 
none of the boys paid any attention to it • 

• 
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B.ll. Jr: 

Schwan: 

H.M.Jr: 

Schwarz: 

B.M.Jr: 

Haas: 

Young: 

J(uhn: 

Pehle: 

H.M.Jr: 

Wile;r: 

B.li.Jr: 

GaatCIIl: 

H.M.Jr: 

Gaaton: 

H.V.Jrt 

Cochran: 

• 
- 10 -

I will lean it in the lwlda of 1011 &Del 
blm. 

We atill feel it ia beet to lgttore hla. 

All right. .ln;rthing ehe? 

That le all. 

George? 

I han nothing tble aorning. 

I han nothing. 

lfothlng. 

Nothing. 

ill right, we baTe left the couch. 

FBI would be Ter;r intereated to find out 
what their respcnaibilitles would be if 
there is an extension of freedng. Who 
looks for eTaaions? 

Talk that onr with Gaaton and Pehle, will 
;rou? 

fhere lan't an;r question in rq aind about 
it. I think we are responsible. I don't 
think the FBI ia. 

Well, would ;rou talk it OTer? 

Surely. 

Talk it oTer. An;rthing elae? Verle? 

You aaw on Vonda;r Kr. Gifford published a 
further shol't liat of liquidated etocka 
and bCIIlda. 
(Karch 4, 1941, re aeeting in Jlr, Bull'• 
office re ... na..nta to H.R. 1776.) 

) 
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H.ll.Jr: 

Sulli nn: 

H.ll.JrJ 

Sullivan: 

H.K. Jr: 

Sullhan: 

R.M.Jr: 

Sullhan: 

R.M.Jr: 

Sulli'fan: 

B.lo!.Jr: 

Sulli 'fan I 

Fole7: 

- 11 -

John, I see 7ou han ben doing bua.1Deu. 

Yea, we did a little. I wonder if 70u are 
going to have a .chance to aee the Preaident 
before he signa that bill? 

What ia that to 70u? 

~ite a lot to me and a lot to 7ou. I 
think he alght take ocoaaion to haul off 
and take a cra.ck at the thing and --

Didn't 70u get what 70U wanted~ 

Yea, we got what we wanted, but now, having 
ironed out the hardship caaea, we are in a 
position to go to town and get some mone7 
without hurting an7bod7 too badl7; and in 
'fiew of the remarks he made at the ttme of 
the press conference on ths Budget , he might 
want to take this occasion to aar, "Now, 
we have got to go to work on this thing." 

Well, draw up 1011111thing and let 11111 take a 
look at it. 

Jll right, I ~11 be glad to do that. !m 
I going to have a chance to aee 70u before 
theae •n ccae in? There are one or two 
things we ought to talk onr between our­
aelves before we listen to thea. 

You will have a chance . 

Jll right, air. 

.Anything else? 

That is all. 

Here is a memorandum 'n that meeting 7esterda7. 
(Karch 4, 1941, re method of operation of 
H.R. 1776 with respect to defense articles.) 
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Schwarz: 

Foley: 
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low wait a alnute. Juat one eeocmd. Bell, 
I wbh JOU would read thh al!llllraud\111 f1'oll 
JIDC107 u4 alter JOU han read it, it JOU 
would talk to ... beoaun this eole qulltlOil 
ot appropriations ia up ou that and I would 
like you to kDow about it. 

You had better giTe hia this one, too. 

Yea. Thia ia importaut, JOU see. 

I would llk~ to get settled the ohaugu 
that are necessary to the New York office 
due to Hanson'• reaignation, beoauae it ia 
getting around on the Bill and Senator 
Wagner wrote JOU about this man Schwartz, 
who comes from New York. 

Chick wanted that job? 

I will atua, law. 

This fellow that wu on the Proceaalng Tax 
Board of Renew. Be c .. in 7eaterdq and 
said that JOU had written Wagner a letter 
and said that you were reluctant to do it 
beceuee he c._ froa New York, aud Rupert 
had read the letter to hia and Wagner na 
down in Kiaal and he wanted JOD to wait 
until Wagner got back before JOU made the 
appoint .. nt, ao that Wagner could argue with 
JOU about it. 

Well, in the first place the fellow ian•t 
competent enough to do the job, and in the 
aecond place, he co .. a froa New York and 
it waa JOUr polic7 wh~ we decentraliced 
the Bureau to 11na people to regions where 
the7 dicln 't originate froa. 

B.K.Jr: Yea. 
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Foley: 

Gaston: 

B.V.Jr: 

Gaaton: 

Sullhan: 
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.And Phil haa reco-nded that ilgil't, 
who haa been in tbe Bur eau aince 1918, 
who a&J be Dhi.alon Coun11l up thtl'e, 
he ia the second aan at the preaent tiae, 
that we mon hila up and male• him the tint 
man and then mon the fellow in ICaneaa 
Cit:r to New York and make him the aeoona 
man, and move a man from New York out to 
Kansas City and make him the first man 
out there; and that is the recommendation 
of the la11)'ers over in the Bureau, and it 
ia O.IC. with IIUI , 

h tbet the Tripartite .Agreement? (Facetiously) 

That is the Tripartite shift . The:r are 
all career men, and the three of them have 
been in the Bureau a long time . If it is 
O.IC, with you, we will do it that wa:r. 

O.IC. That is all? 

That 1a all. 

For s011.e time in several J8ars past, 
Kr. Creighton, Custoaa Agent in Texas, 
has been making frequent tripa to Mexico 
City and the aaount of Custoaa investigation• 
in Kexico is increasing quite heavily. We 
would like to set up Creighton in a peraanent 
office in Mexico Cit:r with a couple ~f 
helpers, and appoint a new aupel'Tiaing 
Customs Agent on the border. 

Have :rou dis~ussed it with Foley and White? 

Well, I think that ought to be done . 

Kaybe their visit waa the cause of the need . 
(Laughter) 
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Young: 
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Young: 
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I aa aorry this other con~erwation occurr ed. 
I •lght ha~e been able to promote something. 
I think that office ought to be properl7 
established. 

~here are those films you took, Foley? 

If it is agreeable to the State Department, 
do you have any objections? 

No . 

The 250-foot cutter, the Shoshone, with 
Kr. WcK&T as executive officer, left San 
Francisco yesterday, and will put into 
San Diego today for supplies, and will be 
around here about the 21st or 22nd of 
March. The other nine are all in Navy 
Yards, except for one which is in Curtis 
Bay, and they are doi ng as much work as 
they oan waiting for word from the British. 

Are you stimulating the British, Philip? 

Yea. I stimulated th8!1 so far and it 
hasn't shown any results. 

PurTis came over here night before last 
with another list of what they wanted. While 
he was waiting for me, he said he found five 
mistakes and said he was going to return it. 
I never got it baok. 

I hann't seen it. You told him about the 
deal at that time, did you? 

I mentioned it to him. 

V.hen I talked to him on the telephone, I 
went a 11 t tle easy. 

14 
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That h all rlpt. 

Ha1 an7bod7 aade an7 authorltatl•• otter 
on thla matter ot the cuttera, or ha•e 
the7 juet learned about it through thle 
NaTy lnqulrr. 

Well, other than that I mentioned lt to 
Punie nr7 into1'1Ull7, and I han asked 
the President tor a 711 or no, and I han 
got no word troa the President. 

Well, I suppose it baa to be prett7 inforaal 
at the aoment. 

That is right. 

All right, that ia all I ha•e. 

It 70u (Sullivan) would get 70ur crowd 
toge~her, I could aee you and Bell and 
Blough at fi•e minutes ot. 

ill right, air. 
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Yr. Root 
llr. Gulick 
llr. Bruere 
llr. Burgess 
1lr. Sullivan 
llr. Blough 
llr. Bell 

What ia on yolir mind, Dan? 

lle? 

No, John. 

)larch 5, 1941 
10:00 a .m. 

I think this group ia still contemplating 
their being financed by the Carnegie Corpora-
tioo. · 

I thought that was settled. 

That waa settled definitely, that therelhould 
be no one other than the Institute o! Public 
Administration. Bruere's ideas on the subject 
have been quite different in the two or three 
times I saw him !ram those of Gulick at the 
time Gulick rel>orted to me that they wouldn't 
let him touch 1t . The other thing I wanted to 
br ing to your attention waa that the seeds 
7ou han sown on the Hill han been growing 
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TePf, Te'f7 faat and throughout the hearings 
ucl the debate on the public debt act, lllld 
again in our contacts with them on the Hill 
and the amendment to general relief, time 
after time there have been constant remarks 
about when are we going to go in with a 
federal commission and also from the floor 
in debate, and I thought you might want to 
have in mind the desirability o! discussing 
this with the--

Now, look, John, 1ou don'~ want this, and I do 
want it. 

I beg your pardon, eir, I do. 

Let's be honest with eaoh other. I have been 
here seven yeare, and I have been unable to 
get anybody in the Treasury to give me a study 
on overlapping taxes . Now, for seven years I 
have waited. · 

Excuse me, sir. 

Now don't excuse me. There is nothing to show 
me. Now, I am not going to be - I am going to 
go ahead with this thing, and for sevan years 
I have waited. 

Now, thie was first brought to my attention in 
December. 

Well, but nobody starts it. In November, before 
I went down - before I want down on m, vaca­
tion, right after - before I went away. 

I think it was in December. 

Well, whanever it was. I have eat around here 
now, and I 1111 not going to sit around any 
longer. 
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Sull1Yan: 
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W.U, I hope ,_ d011't think I aa obetruotiDg 1 t, llr . 

Well, I don' t think JOU are hel piDg it anJ. 

We didn't leel'n until lete in Febl'Uil'J thet 
Gulick would be eble to do it. 

Now he tells me he can do it. In the meantime, 
have JOU (Blough) got QJthing in JOUl' shop on 
overlapping taxes? 

Yea, air. 

No one shows it to me. 
. 
• 

I heve never received an eaaigaaent of &nJ 
atu<lf on onrl&pping tuee. VIe han done piece­
meal work on the eubjeot . 

I still say, RoJ, I hive been here sevenJears, 
and I hen Jet to see anJbodJ take the i tia­
tive and do a job and get the public interested. 
Dan, do JOU know of &nJ stua, thet the TreasllrJ 
has reall7 gotten on top of? 

No, I don't, but then that doesn' t mean the7 
haven't done lt, because I haven' t been in 
touch w1 th it. 

I get ao exhaueted 1n trying to do these thinge, 
overcaae the reeietance lneide and out, it ie 
awtull7 diecouraging. If one-tenth of the 
anerq would be put into overlapping taxes that 
has gone into this relief bill to~t these 
fellows this relief - it ie the thing thet 
has happened around here. I don't ow &nJ­
thiDg else that hee heppened. 

!a I underetooq !raa Dr . Burgees the other da7--
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Blough: 

H.ll.Jr: 
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I 4oJa't. JQ- God, the whole 'frtaeUJ'7 tax aeo­
tlOII hae gone into ptting thb relief tl-.ing 
through. 

Kr. Storet&J7, I am amazed. We are eager to 
do this job. 

Well, I am here. I get eight or ten reports 
a week fraa Harry Vlhite and eight or - four 
or five a week frc:a George Haas . I take the, 
I read them, They are constantly on their toea . 
The stuff just flows to ae. I can't begin to 
take it all, which is the way it should be, 
but they are pushing me. I don't get a God 
damned thing out of the tax aeotion. 

It flows through llr. Sullivan, air. 

But I don't get it . 

I would be delighted--

But I have got to L~; on everything. I mean, 
Harry White is pus me on hls business, Haas 
on his and Dan Bell as got the bond thing. 
He pushes me on that. I don't know that there 
is a tax section in the Treasury except on 
relief . I don't know that there il &nTthing. 
I don't know that you exist, Roy. I had to ask 
for you to be in here this morning. I don't 
get a thing. 

You don ' t evan get our monthly report? . 

Do I? 

You started that sometime ago. We submit it 
religiously every month showing what we are 
doing during the month. 

If it has, I am sorry, I don't--
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\'ley can't aomeboq have a spark plug around 
here and puab me? I have been at tliis t hing 
for eight years, and I don't have the energy 
that I used to have . How can I after 12 years? 
and this constant, all the time, push, puah, 
push. Now, here is a crowd that wants to go to 
town. 

Did you have the impression, air, that I had 
prevented their going to town on this thing? 

No, I got the impression that you don' t want 
it. 

Oh, no, that is quite untrue . Dr. Stewart, 
with whom I have discussed this, has felt very 
distinctly that Gulick isn't the fellow to do 
it. 

And I asked Stewart, "Vfuere is there somebody 
else? ~~ere is there somebody else?" 

Now--

He is good enough for the President of the 
United States . 

Gulick reported to me, as I reported to you, 
that his organization wouldn' t let him do it. 
There was a political situation within his 
group that he tol d me about, and he was afraid 
that if he went away on leave or resigned to 
do this job, the Columbia crowd would take over 
and his job wouldn't be waiting for him when 
he got hack, but if you have gotten the im­
pression that I am opposed to this thing, it 
1.s a mistaken impresBl.on, air. 

Well, I have got it. But I just cannot on 
every single front create all the energy and 
all the initiative and tho constant follow-up. 
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Sullinn: 

H.IJ.Jr: 

Blough: 

H.V:.Jr: 

Blough: 

li. J.I. Jr : 

Blough: 

H.IJ.Jr: 

Sullivan: 

H.Y. Jr: 

Blough: 

B.ll. Jr: 

I will be onl¥ too dad to han enq one ot 
thou r epor t. oc.e {o 1"", 

I don' t know who ia in Blough' a section. I 
don 1 t know 'IIIla t he doe a. I don 1 t know the t he 
axiata . 

!bout aix or eight months ago, I voluntarilf 
submitted a re~ort on what we did in the sec­
tion, in the dhiaion, and you liked that and 
want ed it repeated1 and we have done it reli­
giousl7 eve~ montn. 

Well, what has happened to it? 

ind it goes to Kr. Thompson's office, that is 
the re~r routing, but if it doesn't come to 
you, i! isn't our fault . 

Yes it ills excuse me . I mean, how do the 
other fe owe get their stuff to me? 

Well, they have direct aaaignmenta under you, 
air . 

Well • • • • 

I will get en~ one of th11111 in here, air. 
There haa never been &D1 indication that I have 
had--

Well, I can't pUsh on all fronts . There are 22 
divisions in the Treaaury, and God knows how 
many others there are of breakdowns. I can't 
be puahi.ng eveeybody. That ie why I have got 
to go outside and hlre it done. 

If that is all that is standing in the way, you 
don't have to go outside and hire it done . 

But, Roy, I get ao tired of pushing eveeybody. 
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H.M.Jr: 

Blough: 

H.M. Jr: 

Blough: 

H.J.!. Jr: 

Blough: 

H.ll. Jr: 

Blough: 

.. , .. 
I Jut eu•t ao it, 
Jll', SeoPet&P7, I 111 nry much diltrened. 
I have been here longer than Ur. Sullivan baa, 
and I certainly was not aware that you had 
this interest in this subject because it baa 
been my interest for 10 years, a very vital 
interest, and the thing I have been wanting to 
do and get done, but with a very limited staff 
we haven't been able to do it. 

Well, don ' t talk to me about a limited staff. 
You havan' t asked me for any increases. Philip 
Young comes to me. He can come in here and aay, 
")(r. Morgenthau, I am under water. I need two 
elerka.• I pick up the phone and Norman Thompson 
gives them to him. He gets tha in 24 ·hours. 
Harry White aaya, "I want to talk to you about 
my organization. I need a hundred thousand 
dollars more . " I said, "Harry, we have got to 
talk about it . Take on the people until we can 
settle it.• George Haas needs more people. They 
can get to apeak to me . 

I didn't know I was permitted to do that, Jlr . 
Secretary. 

Well, there ia John Sullivan. I mean, he hasn't 
asked me .about any increase in staff. 

Well, I have--

llaybe I am being unfair to John Sullivan. 

Well, I am being unfair to him, Mr. Secretary. 
I haven't aaktid him for any increase in staff . 

You haven't? 

I have not. I have memoranda on rq desk now 
asking him for some, however. 
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H.ll. Jr: 

H • .V.Jr: 

Burgen: 

H. ll.Jr: 

Burgeu: 

Root: 

-·· 
I lmcnr I • r~uq.,.elt, but I ou't go 
&1'011!!.4 W • r4oD't Jmow what Dan baa, but it 
ht neea. IIOI't people 1 I don't tzpeot Heffel­
finger - well, take thia bab7 bond thing. We 
went through thia thingi and I got the aervioe 
that I needed; and it hadn't, I would be 
aa;ying the aame thlng, but I got the thing, and 
we got what we wanted, and - but if we didn't, 
I would be aa7ing the aame thing, but Dan ITi­
dentl;y baa got enough people, but there coaea 
a tilu, liter ao a&llf rears, that I am not going 
to sit around and wait and it I han got to hire 
it outside, I hire it outside . 

(.llr. Root, llr. Burgeaa, .llr. Gulick, and .vr . 
Bruere entered the conference.) 

Hcnr did rou get an;y fran ;your bankers meeting 
toda;y? 

I had a speech on Friday. 

Well, who is the mouthpiece? 

I think it would be appropriate if .vr. Root 
started with a little background, Henr;y. 

Well, it is ncy simple. .Vr. Burgess and I are 
on the board of the Carnegie Corporation, of 
which Fred Ieppel 1a the liead. Scaetime ago 
the7 were dcnrn t1'7inf to contract their ordin&1'7 
education fund to he p in studies relating to 
the •ergencr. The7 thou.dlt that w1 th their 
academic connections and £heir sort of detatoh­
aent that the7 baTe the7 would be in a good 
poaition to do that and that ns the cnl7 thing 
that they reall7 seamed to fit into. The7 had 
a feeling that if they aToided anything like 
a hullabaloo and publici tr or t1'7lng to aake 
policies, but eimplJ 1111barked in an effort to 
Ute atudiea where the officers ot the Gcnrn­
act felt that it would bt useful and felt that 
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Well, there i1 no--

'le will help if we oan in whetenr way you want 
ua to help. 

I need the help desperately and I have got a 
job here and the administrative reepon1ibilitiea 
are terrific and the day ju1t 1en1 t long enougn. 
Jlr. SulliTan has to be up on the Hill hal! of 
hi1 time, and he has got a big acainietrative 
job, and 10 has Kr. Bell, 10 if we oan get people 
Who could be helpful - I notice you said tax and 
fiecal - I would aore than welcc.e it to work in 
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wlth ow oa p~ 1a tU tu ... tt.. eoiiiGII1o 
ltotlCil. belal ••••• "'~~Bl-a. Ull.ll!ut! been nr-rauoa: tiaocnuoacecl "bt ptllq"praotloallJ 
no response fi'GII Congress on tlil.s thing en& 
therefore I f~el that we haYe juat got to go 
abeaa: end I th1nk it ie a job Where outside 
people can make t definite contribution. I 
would welcome it. 

Well, thenl the onl1 interest thet we han freD 
the Carneg e Corporation's point of Yin ia to 
facilitate that in whateYer WIT !ita in -beat 
with the wishes of the Department. 

Well, now, could I aak this fi'Oil the standpoint 
of the - I don't know all of these titles. The 
Public Administration group, are 70u on that 
board, too? 

No, just Carnegie Corporation. We set up, when 
we came to the Institute of Public Relations, 
a 11 ttle comm.i ttee with llr. Bruere and llr. Childs, 
who ue on the board and Dr. Gulick, who is 
the director of the board of the Institute, and 
){r. Burgess and JII1Selt who are trustees of the 
Cunegie Corporation and Ronell Kagill. 

Which one ia Kagill on? 

He is at Columbia U. 

He is on the aa.iniatratiTe board of the Insti­
tute. 

But not the trustees. 

No. 

This is a little steering oa.mittee, 7ou see, 
to stand behind this particular stuq. 
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And ;you (here) are the tre&llll'll' ot 1 t'l 

I auggeated that thia committee ••• ;you on thia 
matter because th1a 11 the caamittee which is 
the uniting oCIIIIl the between the Institute 
and the Carnegie Corporation and the Foundation -
the Corporation will suppl;y the funds necessar;y 
to do the work which the Institute will under­
take to do . 

Thet is scmething. I don't have to look back 
of that . 

You don't have to look back of the Institute . 
The onl;y point was that this steering committee 
was serving as an adviaoey group to the staff 
of the Institute in order that the work that 
is done is work which is contemplated b;y the 
Corporation in providing tho funds, and that 
it has - carries out the general purposes of 
the administrative officials--

Ma;y I make one more o011111ent on that? We had 
a feeling that tho ccmmittee might be useful, 
being a practical group, might be useful as 
sort of giving a place where the experts -
I don't mean the Treasur;y men, but the outside 
academic men could sit down and thrash out 
their ideas. If it is more convenient to have 
the caami tteo drop out of it end have the 
academic men ccmo right down into the Depart­
ment, I would be f or that. 

Vlell, let me just put it this •1 at the begin­
ning. I would be ver;y glad to have SUllivan, 
Bell, and me act aa a cOmmitt ee t o meet at 
fre~uent intervals with you three gentlemen 
untll we got this thing started, ;you see. 

Yes. 
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Root: 
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Gulick: 

Sullivan: 

Bruere: 

ba tha •• ha•• cot r•llr thr~•·:~•,"S!!!~~~ etatte,.!n the TI'MI'ID'J, ontt on .. 
Oil atatiaticel, and tha one on tu:ea. ot 
OOW'It the7 would meet, But I aean as to the 
plan - what do rou think of that, Dan? 

I think that h ncy good until it gets going. 

Until it geta goinf. I &Ill ao much interested 
in thia, md I tee the need of it ao badl7, 
and I - I mean, after all, what are we going 
to atua, - what atatt bne we got? lhere are 
we abort? lhere should it be auppl8111&11ted? 
Right? 

That 1a right. 

And then which ie the moat important thing, which 
ahould came tirat? 

That 1a right . 

b that - and I would--

Fine . 

I han got the time, because I &Ill tr•mdouaq 
interested, and it we - it I don't do it, ~ 
own people here - I mean Congress ian•t going 
to do it. 

You han ginn up hope on that han rou, llr. 
Sullivan? 

Oh, I think we have felt all along that we 
would ~V6 to ~tart it, &ad ~'ler we ~t rolling, 
the7 lllight take over md put their wnght behind 
it after we are showing aome l'tlulta. 

Im't the first thing to do, llr . Secretacy, to 
trr o define a plm and scope of inquirr, what 
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H.ll.Jr: 

Sullivan: 

H.ll.Jr: 
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W.P,1 wliiiTe gotten at&Ptea Oil t1ai 
OYil'UJIPlDg taxes but I think Jtlll are ,I":Llll 
t1n4 the tliing will be much bigger than 

Oh, Jell. 

Beoauae I can't give a technical explanation, 
a legal one, but we are right in now one with 
the - the question of states on their sales 
tuee in connection with--

Deteoee projects. 

Jlat1011&1 defense. That 1a one angle and we 
haTe got all these thinga . I mean, that is the 
trouble. Something ccmu up that seems- ter­
ribq important beoauae you have to make a deci­
sion, I mean drop everythins else just to do 
that one part, and that is Just what I would 
like not to do. I m~an, just now, this ealee 
tax thing in connection with national defenae 
is, tor the moment, terribly important, and it 
has to be decided. You forget eTerything else. 
But belides this, I just want to explain that 
I don 1 t know whether we can get into the thing, 
bat I -a practioa1l7 licked todaJ on doing u:r­
thing on non-defense expenditures. 

lbat do you mean, JOU can't ulte any reductione 
of nOR-defenee? 

'l'hat il the way it 1 tan de • So it ill - I would 
be more than willing, oertainl{• to start to 
IIGVIIr t"ae ;;io-ol~o :.-;oturr~·ouL , 1w" tu .. u hA.a:"i' .:>;; J.own 
and see what comes first because right now, as 
it atands, I am completelJ licked on non-de!enae. 
I haven 1 t lll&de &nJ dent whateoever. I hsnn' t 
Bade ~ progress on t~nf to get the spending 
oa.aittee and the tax oaam ttee to sit together 
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on the Hill . We have gotten nowhere . I would 
like to taU thia WS¥ to you gentlemen and in 
confidence, and you con see how tough it is. 

Yes. 

How does that sound to you? I like to talk on 
that basis . I mean, I like to talk to you 
people the way I am talking now, "Here, gentle­
men, is one of my headaches.• 

It is a problem that everyone sees now, and it 
is one of the great problems in the country. 
It is a massive problem, really. We were talk­
ing yesterday afternoon, meeting at the nayor's 
office - the mayor talked the same way you 
talked, we have got no more money, but we have 
many more things to spend money on, what are 
we going to do? This morning the teachers came 
out witli a suggestion for a city income tax 
and a percentage addition to the state tax for 
the benefit of the city. 

They say it is a progressive tax too . 

It was always progressive. 

That is an incentive. 

That is a good word, too. 

Incentive to move to Connecticut or someplace. 

What do you think, Dan? 

40 

I think that is all right. I think we should 
meet from time to time , and we can get each 
other's ideas, and I think the subject certain~y 
won' t be limited to the one that you started out 
with. You probably will get the subject of 
local taxes and state taxes applied to Government 
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Burgeu: 

Bruere: 

H.l.!. Jr: 

Bruere : 

H.LI.Jr: 

Bruere: 

pr operty before you are t hrough with it, which 
l s quite a aub ject and has been for the last 
10 yeara. 

Well1 ther e is this question of state taxes, 
whicn are r eally the equivalent of tariffs. 
lou are beginning to get built up in this 
country tariffs on state linea . That is a 
dreadful thing: That ties rigbt in here, 

How would this strike you, Ur. l.!orgenthau, 
t o have Yr. Gulick came down here for - as 
soon as he can for two or three weeks and with 
a selected group of two or three men fran the 
Treasury to map out what ought to be done, 
carve it up and tear it apart, split it and 
revise it, and finally came to acme conclueion 
as to what ought to be done. It might take 
l ess than two or three weeks, and then to 
arrange for the staffing of these different 
projects or as soon as possible prel iminary 
reviews of the situat ion can be brought to you, 
so that if you do want any conference with 
others on that subject, it will be on specific 
topics which would be Kr. Gulick' s function to 
assist the staff here to arrange. I thoURht 
that - mT tho~t at the mament - the fact that 
the Stenotype 1s going--

Does that bother you? 

Will not prevent mT exploring the subject with 
you, because it is just thinking out loud. 

There is only one copy that goea in the safe. 
NoboQJ else ever sees it. 

I think that J.rr . Gulick can be helpful, u I 
said to llr. Sullivan the other day, in being 
a - marshalling this inquiry, taking it over 
your mlnds for a mamant, getting it into some 
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lhape 10 that work oaD be beguD ud thea find­
ing the staff aaliltaDOI tb~t Je DIOeSIIrJ tc 
oarey it throuldl. The outaide - the faot that 
it oamee fraa Ehe Inetitute of the Carnegie 
Corporation ie merely incidental, ae I under­
etand your Tiewpoint . 

We want to be lost . 

And the job is to get it done under the agents 
of the Treasury Department end the rest of us 
are entirely anonymous. The financing of it 
to be merely an arrangement of an acc<D~~odation 
between the Treasuey, so far as you can go 
and the outside funds necessary to secure the 
right persons, but if Kr. Gulick could do that -
could you, Luther, now - get this thing focused 
so you han something before you of a tangible 
pattern. 

I think that is a splendid suggestion, and I 
think the preliminary survey that determine, at 
least for the time beinf1 the scope of the 
work to be done is terr ely important. I 
think Kr. Gulick would probabl;r went to go onr 
the work that our shop has already done, and 
then map out indirldual etudiea just as Kr. 
Bruere suggested. 

Yea there are areas in which no one would • 
co~d-find anybody better qualified to tackle 
it than the people that are already here in 
the Treasury, and then there are other areas 
where we can supplement by drawing in people 
tram the outside. 

To be sliintly mercenary, how much money is 
available?" 

I can gin you an answer on that, as far as 
it oan be answered. Carnegie Corporation set -
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got oleaJ'ed ot 1 ta or4!urJ o-..1 taata thla 
Je&r halt a •ill\ · roar thor ought to 
be able to get clear aore1 but that was tor 
the general purpo111 ot the cersencr. We 
han had a lllall grant already, Just a sort 
of trial grant to the Institute, to get 
started, but we have part of that, considerable 
part of that tund left, and as the need begins 
to foresee - the need and the scope of the thing 
finds itsel!, we will go alter whiltenr aount 
ie neceaearr. We can' t ~a ran tee what the board 
wi ll do, but rou (Burgeaa) and I would certainlJ 
go out for &nJ 1111ount that the Treaaurr sought 
or thought would be uaeful . 

~t of the 500 we han alread¥ appropriated a 
hundred and eeventr- five for apecific purposes, 
but tunds can be forthcoming for what neeas to 
be done. 

Well, that is certainly - fran what we .have, 
I can't see that - but what that would be more 
than 8111ple. I think one of the things, i! Jlr. 
Gulick will come down, that should be done, 
ie that he should aak all other departments what 
thor are doing. 

There is quite a little work going on. 

I think that ought to be brought into line. 
Commerce is doing something. 

Budget, too. 

Federal Reserve is doinf aanething. National 
Defanae is doing someth ng. In other word~, we 
don ' t want to overlap, and if we have got anr 
good men, we can ask them to join up. 

Fine. 
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1o I Mall we woa' t - there h no uee "':. 1114 then 
oould we aleo appPOaoh •"1 otb4P fiiUI'IM. tl (Ins -
what ia this 1Dit1tutt here? • 
Brook~ a? 

Find out what the7 are doing, if anJthiDg. 

The7 are working hard JIP •ergenc7 tax policies 
because we keep getti&r - we have gotten two 
books fraa th• alreadi. 

Ranson is down at the Federal ReserTe Board 
••king quite a study on it, i sn't he, Ro7. 

The7 are not doing much about federal-state 
relations. 

I think in this field of federal-state relations, 
Kr. Korgenthau, everybody is waiting to see how 
it can be started and in what nr it can be 
done. Everybody feels it it fundamental and thef 
don't quite know how to start . That lathe feel-
1Dg at Budget and at C<llllllerce, and. it is the 
feeling at Federal Reserve. 

Frank Bane is down here on aaae of that work, 
ian' t he, with the Defense Ccaahsion? 

That ia on the diTiaion that h responsible 
for the development of atate and local council 
for defense, not going 1Dto the tax end at all • 

.Ul I am suggesting ia, in the two weeks or 
month, whatever it takes, oould that include 
finding out what federal and private agencies 
are doing along these linea. Don't you think 
that would be a good idea. 

Oh, fee. 
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Mow, wbat h the !CIWldatlon - the P1lllltFounda­tion'l 

Twentieth Century Foundation . 

They have done same very good work. 

Yea, that can be accomplished. 

Just ao there isn't duplication. 

I think lir. Shoup, who is alread7 on your list 
of consultants, ia a man you migJlt want to 
awing onto this thing. 

ihat ia Carl doing? 

Teaching at Columbia. V/e are using him all he 
will give us, but he isn't givin& us much. I 
think fram now on we oould probably get him about 
two days a week. 

Be is the man who directed thia study for the 
Twentieth Century fund. 

Be has also led in the federal . 

We might be able to get hia free for t.hat. 

Well, he is an excellent man. There is none 
better, and he knows the Treasury. Where will 
Roswell Kagill fit into this? 

Be is one of our committee. 

Of this committee? 

Be is on this. 

Be would have been here today, but he had to 
teach. 
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But he 1e on this group? 

181. 

Fine. 

He couldn 1 t come toda;y, 

Then it gets down to how soon Gulick can get 
down here. 

In the next 10 da;ya, I can come down . 

Not for 10 da;ys? 

I have next week pretty well sewed up. 

How does it hit ;you gentlemen? 

Fine, · First rate. In the meantime, we will 
assemble all of the studies we have done. I 
thi nk ;you will probably want to look those over, 
too . How is Professor Haig now? 

He is Ter;y sick, you know. 

I knew he hadn't been very well . He made the 
first study for ua . 

But he baa apparantly pulled through. That is, 
they were pretty worried about him. He had a 
c0111plication of pnewonia and something else 
hit him.twith the flu, . and he we.s a ver;y eick 
man, but he is all right now. 

Well, I just want to say one thing more . Start 
with overlapping taxes . But this whol e question 
of federal expenditurea1 this whole impact on 
our economy and all that, I mean it is some­
thing that just never leaves me . 
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Tee. 

I mean, I can 1 t get awa;v frCD it at an;v time, 
and I don ' t think that an;v of us - well, I can't, 
talking for m;vsel f , comprehend the siEe of thie 
thing once we get goinf for the Englishi and 
just what it is going o do to us and a 1 of 
that . I just don ' t know. To give ;vou same 
ideas - I think it is public propert;v - Dr. 
Clark, the Undersecretar;v of the Treasur;v in 
Canada, was in yesterday, and I know that tbe;v 
are spend~~fn{or national defense sCDewhere 
close, I , to 60 percent of their national 
income. 

Between 50 and 60 percent of their national 
income • 

.lnd while he was down here, we got the figures 
that be had. He had a top figure of 68 yester­
da;v. 

Next :rear he thought it would be much high.er. 

But I mean that proportion. 

It is apalling. 

It is. 

We are going to have a campletel;v different 
kind of an econom;v for a while, and than we 
ban got to tr;v to get back on the other one 
again . 

Yua . But the Congreeamen put it much better than 
I could. •Investigate vested interests like WPA 
and Africultural Relief,• as one of them put it 
the 0 her da;v. •It rou don't break that now, 
;vou never can break t.• 
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That is right. 

But they won' t taka the initiatin . They want 
us to do it, they say. Juat to illustrate -
I can't illustrate it really. We were sitting 
up there - I won't mention the ma.n ' a n1111e -
but the President waa the speaker and the 
Chairma.n of the Waya and 1leana and the leader, 
KcCormack, and Cooper. One o£ them got up to 
say, "I am sorry, I have get to leave thia 
11eetiag. We are going to have a meeting in 
the War Department at four o' clock, • and the 
Speaker says, "Did you iet another munitions 
factory for yoQI' state? And here we were 
ta~ eccnCJI¥, but he had t.his meeting, and 
he walied out on ua to go down on a four o' clock 
appointaant to get another factoey. .lt least 
~ eyes are open. Now, if you fellows could 
help me, believe me, you will get a very, very 
hearty welcome. 

Luther, could you be here on the 16th of March? 

That is Sunday. 

llonday. 

You (Bruere) might come down on Sunday night 
so as to be fresh on 1Londay1110rning. 

I want to get the date fixed so we can get 
really started. 

Tuesday, the 18th. 

Is that satisfactory to you, Yr . Secretary? 

Entirel y satisfactory. 

You are thinking for another meeting of this--

• 
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R.Jt.Jrl 

R.M.Jr: 

Herbert 
Gee ton: 

R.M.Jr: 

G: 

R.IC • .Jr: 

G: 

R.M.Jr: 

G: 

talke4 to Ill'. Clai\OD. 

'*- W.U, lot lli:=.talk to u.non and ti.D4 o•t *'nt .. 

11:06 a.a. 

You toolt U. 

Bob Doupton. 

Jo, tb17 aald 8t••• larl7 oalled. 

~. 8\IYI larlJ. Yee, be oalled •• about -
I &110 had a oall froa Bob Doua;bton and I 
tbousht that a1&ht be the one. Bt••• l&rl7 
Juet oalled, he 41dn 1 t 1a7 about ti'Jln& to 
oall JOU. Be oalll4 1n the 1nttrllt of 
Olarenoe Llnz who hal Juet been flred b7 
llttll' of the Journal of Coaaerce, and he 
wante4 to 111 1t VI ooul4n 1 t f1n4 a Job for 
OlU"IDOI, Of whoa 8t1Y1 th1nltl YII'J h1gbl7, 
hal p-eat oonfldenoe 1n hla. 

- «14 tb4r7 t1rl hla' 

Well, Olarenoe thlnltl that 1t '• a acn•J-•••1111 
propoe1Uon. 'lhl Jl1U1r1 own the lit;. Paul 
...... Dlepatob &114 1f1gane - not nsaane but, 
ob, the MD that •• our there 1n A&T1oultul'l 
to~ oorreepon4ent, 11 the oorreepon4ent of 
•t.onoor Prell D11patob here, and vbat tbe7 are 
appannU7 p1ft& to 4o h to coab1ne the two 
WrUUI. 

I •••· Wbat 4o 7ou tblnlt of Clarenoe? 

WoU, I tblnlt hl 11 tllorouch17 bonllt, tllorougblJ 
l'ellablo. Bo to14 ae that 11! Y11W ot th11 
aport.noo u •1 rUhlr dolt of the wr1Un& 
.... aM hi w11M4 IW ooul4 fit 1nto eoao 
afr'nllsr&t1Ye Job •• an ae111ta11t to eoa1 
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R,M.Jrl 

G: 

R.M.Jr; 

G: 

B.M.Jr: 

I aaa. 

Blat ha 1 a a YII'J oarat\ll fellow and, a a I 187, 
I think thoPOUChlJ bonut. 

Ob, wall. 

But that' a Wbat he called about. 

o. I. thank ;rou. 

I 
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...... '· 1,_1 Ur~7 a.a. 

H.M.Jr: Bello. 

Operator: Oonar•••aan Xoppl ... nn. 

Oong. 
KopplemaM: Ooodmornina. 

l!.14.Jr: Bow are Jout 

JC: Fine, thank JOU, and I hope JOU are. 

H.M.Jr: I'a all right. 

K: Now, I'•• reoeiYed JOur letter tbia aorning. 
I thought it waa a ••r,. good letter. I d.14n 1 t 
want to eend a copJ or it unl••• I bad JOur 
perailaion. The fellow who wrote •• ia a ••r,. 
good pereonal friend and be'• all right, and 
I think that 70ur letter ought to go to bia 
eo that be oould take it up with tboee that 
are laabaating, you know. 

H.M.Jr: I bave no obJeotion. 

K: Well, then it'a all right. 

H.M.Jr: I haYe no obJeotion. 

IC: 

H.M.Jr: 

K: 

H.M.Jr: 

JC: 

Yeah. Well, tbat'a the OnlJ reaaon I oalled 
JOU. 

0. I. 

I hope to eee Jou one or tbeee daJa. 

AnJ Uae. 

Thank JOU, 
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B.M.Jr : 

Operator: 

B.M.Jr: 

Harry 
Bopk1ne: 

H.M.J r: 

H: 

H.M.Jr : 

a: 

H. M.Jr: 

H: 

H.M. J r: 

H: 

H. M.Jr: 

H: 

H.M.Jr : 

Hello. 

Bopkiftl: 

Hello, llarr7. 

Hello, Heni'J. How do you teel about the bill 
now - an7 better? 

Well, nothing bal bappened to .. ke •e teel &OJ 
better. 

Well, I gathered tbat the taot tbat 70u put 
Poley and Cox into the picture leg1elatiYelJ, 
I think, bae helped. I t hink tba t' a a 41et1nct 
help. 

You do. 

I certainly do, and I gather trom what Cox 
told me tbat you told hi• to etep on it and 
be wae going to do it. 

Sure. 

And apparently you don't baYe to tell hi• twioe. 

No. What do JOU bear tro• the Hill? 

Well , I don't bear- the •oet 41equ1eting 
tblnge that I bear tro. the Hill are the dela7 
in the aa.n thing. 

Yeah, tbat1 e what bother• •e. '!be radio thie 
•orning bad eometblng. It eaid that the White 
Houee bad in41oated that the Preeident telt -
no amen~ente ot &n7 kind other than tboee 
wblob ban been agr"d on. AnJ truth to that7 

Not that I know ot, although I hope it'e true, 
He oerta1nlJ baen 1 t indicated to •e tbat be ' e 
going to taYor any .. endmente. 

I eee. Well, it I bear .n7 good neve I'll let 
JOU know. 
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R: 

a.M.Jr: 

a: 

H.M.Jr: 

a: 

H.M.Jr: 

a: 
a.M.Jr: 

a: 
H.M.Jr: 

H: 

K.M.Jr: 

H: 

H.M.Jr: 

a: 
H.M.Jr: 

H: 

H.M.Jr: 

R: 

R.M.Jr: 

H: 

H.M.Jr: 

a: 

AU l'lp\. 

An 7011 pine to 'be uoud ton1p\ or llN 
7011 Oil\ din1q at eoae nip t olll'bt 

No, I'• goinc out. Bob Sherwood and llaulaina 
are ooa1ng to town. 

Ob, are theJ? 

tor a couple ot daJB. Are you going to be 
home tonight? 

Ve're at the Whlte Rouae. 

Are you going to be here tor dinner? 

lea. 

Ia it golng to be a big dinner? 

No, they say ver7 eaall, very exclueive. 

Vhy don't I aek Mre. Rooeevelt to aek them? 

That'd be wondertul. 

Vould 7ou like that? 

Oh, it'd be grand. 

tine. 

!heJ'll be lote ot tun. In tact, I don't 
think &nJbodJ 1a going to be there except ua. 

Vall, I aaan, did JOU want a privata attair 
tonight? 

llo! 

You're Juet going to relax. 

Very much. 

All right. I'll aak Mre. Rooaavelt right 
tbia a1nute. 

That'd be wondertul. 

All right. 
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Jfuoh 6, 19(1 
St56 p.a. 

RE .UD TO BRITAIJ 

Present: 

R.ll. Jr: 

Cochran: 

B.V.Jr: 

White: 

Cochran: 

White : 

B.ll. Jr: 

Cochran: 

JU. Pinunt 
Sir Frederick Phillips 
J(r. lhite 
JU. Coohrlll 
JU. PlaJfair 

Let a uk the ad rice of rou two 1111D (lhi te 
IJld Cochran). I don't mow what to do. 
Olllunaq wants to aee ae on an inforul 
baaia. I don't want to eee hia. I cen't 
help hia on this machine tool buainees. Do 
70u think I could turn hia down? I don't 
mow what to do. 

That ia what it ia about, ia it? 

Well, I think ao. Be baa gotten nowhere. Tbe7 
han been fooling aro1md tor a long tia. 

I ehould think it would be a 11 ttle difficult 
tor 7011 to t1ll"ll hi• do• without mowing what 
he hu in aind. 

I agree 1d th llarey. I would "' hia a :ad -­

.&fter JOU han found out what be baa in aind, 
rou could SIJ it is out of 7our bailiwick, 
7011 oen't help hia; but when an aabauador' 
aeb to eae 7011 in an infol'IR&l wa7 --

KaJ\le it ie juat another of the other thing. 

That ie what Philllpa ia ooalng on, I think, 
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White: 

H.lo!.Jr: 

1hl te: 

B.V.Jr: 

White: 

Cochre.n: 

B.~. Jr: 

Cochran: 

B.II.Jr: 

Cochr111 : 

.. a-

thh atteraOOil, u4 tlaq lana uotlaar oabla ln. 

Jlao, I tbiak tlaa laat tiaa we had 101111 
dhouuioaa with n-•uq, JOU lac1lcahcl 
he lhould co• to 1ee JOU, Ot oouree, it 
Wll with retereace to gold, but JOU didn't epeo1t7. 

Ob, be be.e be.d boU,., and houre of conterenoaa 
with Philip Young ainoe then. 

Oh. 

Hour• be has spent with bi.a. 

That h right. 

Wall, we are buying their gold. There ban 
been two shipments tbie laet week, so there 
h no quutlon about that. 

Be ha1 bean with Philip tor hours. 

The Briti 1b hiTe a cable on gold which Pln1ent 
wae llllranllng todq, 10 we will hln eo .. ot 
tbeu detaila. 

low, whit ne the thing that 70u wanted to 
talk t o ae about? 

What I had hera was, Plneent ••ld thlt their 
ottioe in London had wir1d thea that our 
eaba117 there was prote1ting rather Tigorouel7, 
as be put i t, becaue' ot the inabi l i t7 ot 
Jaerioan heirs to gat legacla• out ot Eagland 
baoauaa those are blockacl there under regu­
lations 11hich theJ put in laet October, ua 
Pln~ant wanted to mow it we oould let thea 
know intoraall7 whether the7 ought to accede 
to the State Department repreeentationa or not. 
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B.ll.Jr: 

Cochran: 

B.ll.Jr: 

Cochran: 

White: 

Cochran: 

White: 

Cochran: 

lhite: 

-.-
I talba 111 th U Ye117. not putU!ii 1t up tllat 
wq. I s&14, "Ban JOI.I had &nflhl.Jii up nth the 
British on J.lrioan people who are entitlea to 
legaoies,• Ana he aai4 the7 had in a few oases, 
uauall7 colling fra. ConfruiUn, and that theJ 
han paued thea on to he nba117 onr there, 
that the7 ha'fe piled up a little bit. The7 
are sort of putting it up to the Brltiah aa 
to whether the7 want to --

Ka1 I interrupt JOU' 

Yes. 

I would turn it onr to John Sullinn. Let 
th .. see Sulll'f&D. 

fto, it is not that, it is whether we want the 
British to use their dollar exchange which 
the7 ha•e to p&J American heirs here or whether -
and the we han to gin th• that IIUCh 1110re. 
The point is --

Jell, that is the problea. It is a problea for 
SulliYaD as well. The7 are putting the queation 
up to ua because for en17 dollar they gin 
the heirs, the7 won 1 t han that IIDCh dollar 
exoh&Jige. 

fbat is it, 7ea, but on the other question, 
OYer here the legaciea are state aatters, fOU 
see, and sa.e states ha'fe taken direct action 
aa a result of the Gel'll&ll position on that 
where they wouldn 1 t gin out --

Bow .uch is in'fol'fed' 

Jell, the7 are not laportlllt aounta eo far. 

I wouldn't bother with that. 
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H.ll. Jr: 

Cochran: 

H.V.Jr: 

Cochran: 

H.V.Jr: 

Cochran: 

White: 

Cochran: 

Whlte: 

H.ll.Jr: 

Cochran: 

H.ll.Jr: 

-" - • 

•n, I woala•t ch• a map Juf!peat, IDiftl• Dou be wuat &D m ... r, 

I don't think Plaillip1 will rain that todq, 
but 1t PiDiaut c-.. al011g be alght, becauu 
ba was ultiag u tbh • . 

Sit do•, gautl-n . 

I told him I would apeak to 70u when I had a ohanoe . 

I want 70u to ata7, Harr7. He ia outai••· 
I can't handle that. I wish 70u would tab 
that up with Dan Bell. Couldn' t that co 
through the Foreign FuDaa Co..Uttee' 

No, it ia not their business at all. 

It is the other wa7. 

Well, Dan and I oan fix it up. 

I think J11.1be the Legal Dhhion ought to be 
on it, or SUlliTan, plus Merle. 

Well, go to Bell and aee whet he doea with 
it. I aa not going to - I aa going to forget about it. 

All right, air. 

If I could get rou to 1ign a letter to Senator 
Gillette. Be baa written in that a Colonel Lind­
berg, Collector of Cuetoa. down in Texa1, haa 
$25,000 in aterling tied up in !ngland. I 
iuat wanted rou to acknowledge it. I will 

ook into it. 

fbank 70U. 
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Cochran: 

H.ll. Jr: 

Cochran: 

H.ll. Jr.: 

B.li.Jr: 

Phillips: 

H.M.Jr: 

Phillips: 

H.li.Jr: 

Phillips : 

• & • 

W I ou fhe 7ou .th1a other atutf whenner 
,ou want 1 , because I did haTe a rather 
lntereatlng talk OYer there. 

You are to ata7 behind when the7 are through, pleaae. 

All rigllt, air. 

I would like you to atay behind . 

(Kr. Phillips, llr. Pinaent, and llr. Plaflair 
entered the conference . ) 

lhat can we do today? 

I would like to get on a little further from 
where we were on Konda7, air . 

Right. 

There is one remark I wanted to make, and I 
don't think I did, but I will just make i t, 
and that is to aa7 that the Tiew of the Britiah 
~oTernment ia in faTor, with regard to Canada, 
of girtng them actu.al production on top of the 
production of the Uni ted nngdom and the United 
States of .anitiona, 70u aee, and the7 are 
extreael7 anxioua to get the abaolute maximua 
ot production of .unitions out ot Csnada on 
top of the other two countries. I think it 
ia obTioua but it ought to be made clear. That 
is their point of new. 

Tea. 

Jtow, thera are two points ln connection with 
Canada which I rather hoped to clear up. One 
waa the question we mentioned about the airplane 
engines and component parts which come troa the 
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B.V.Jr: 

Phillips: 

H.J.I.Jr: 

Phillips: 

- e-

United Statea to Caaada to be prooeaaed IDd 
oo.pleted thare, the enginea being put into 
airfr ... a, and we •d• a auggeation t hat 
poaalbl7 those al.ght be brought Wid* the 
Lend-Lease Bill, which would help the problea 
to a cer tain extent. It doean't solve the 
problea, but it doea give a certain amount 
of relief. I brought onr with ae a abort 
note just explalnlng what thou things are, • 
what { t c011ea to, JOU '"· 

I would be glad to receive it. 

Row, the other point l wanted to dlscuaa w1 th 
JOU, sfr, if JOU are willing, 1a that question 
of what we p&J Canada. You !mow, we did laat 
7ear down to Decelllber pa7 the quite a lot of 
gold. 

Yea . 
' 

Then when it became obvious that there was 
going to be a dela7 of a couple of aonths 
'before the bill puaed and our balance beean 
to run down, of oourae we had to atop pa)'ing 
the gold and in faot we hnen•t paid thea 
an)'thlng since about the lliddle of Dec•ber. 

Row, after the bill ia passed, the question 
arlen as to whether •• can pay thea &~~)'thing 
out of our newl7 alned gold in Africa. It 
won't ooae to an7 great part of our debt to 
C1111ada. For inataDCe, for the four IIODths, 
Varoh to June, I aake our debt to Canada 
$385,000,000, whereas at the very outside I 
don' t auppoae we could aorape together more 
than a hundred and twent7 billion dollars ot 
gold. That ia more than we could possibly 
spare . So it is onl7 about a third of their 
bill, but there ia that point we are not clear 
about . Do rou take exception to our p&)'ing 
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H.lf.Jr: 

Phillipe: 

H.lf. Jr: 

Phillips: 

H.lf.Jr: 

Phillips: 

H.!.!. Jr: 

Phillips: 

B.lf.Jr: 

Phllllpa: 

H.lf.Jr: 

Phllllpa: 

H.lf.Jr: 

Phllllpa: 

_,_ 

-1014 to caa.aa ... CIM4a ulJII lt to pq 
'-~' o. llllhnn'ble 'beha11 with 1"• or han 
JOU •7 other nueatlna to aktt 

Well, this 11 the tlrat Uu thia hu ben 
put up to •· 

It is rather laportant tr .. tl» point of new 
ot the fipru. 

I -1c1n •t gin IDJ snap ju4pent. I would lib 
to think that onr. 

Jo. 

I Man, I oan' t just gift JOU an Ull1fer like 
that. 

I w&Dtea to raise it with 70u &Dd put it in 
:J'OW' llind. 

We will think about it. I MID, I wat to 
think about l t. 

Yea. It doea affaot the problea, of course. 

Well, u I 1Ulderatand it, JOU people hnn•t 
eold th• an7 gold now for 11011tha. 

Jot alDot about the aiddle of Deoeaber. That 
11 three aDDtha. 

That b tbe flgve I had, three 11011thl, and lD 
hi• oaloulatioaa with ua, he had figured 011 

getting gold froa JOU. 

He hadf 

Oh r-•. You ..at ha't'8 aeen hia don here. 

<il 1''• I lmew he •• hare. 
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R.lf.Jrs 

PhilHpas 

H.W.Jr: 

PhilHpa: 

B.W. Jrs 

. . 
Pinaent: 

R.W. Jr: 

Pinaent: 

8.111. Jr: 

Pla)'f &irt 

Cochran: 

B.I!.Jr: 

Coohrans 

Whites 

Cochran: 

• 

S. ~. eal-.latlou "" Ollt 'bJ 111aatnw 
t\at .... t as, p14, fep thPN -"~ 

Y11, that 11 tra1. 

It was out that 111oh' 

Yu. But I can't go ahead tor the future 
proahi.Dg I will paJ hla gold until I know 
70W' rl ... aboat it. 

W.ll, I can't IDI"r it on a apllt aeoond, 
either. I want to think about that. 

lfttb thia ahlp-t ot 7S aillloa ln gold, wbat 
ao11 that put JOUl' bala11011 to? 

I don't think I oan anner that ~dlatel7, 
Kr. SeoretarJ. I OlD ban tbe an-r in a 
aoaent tor JOU when we get back to our ottice. 

You aight let CochriD !Dow. 

I haYI the partioulara ot how •• aade up that 
lhl..-nt now, ana I can bud tboae in. I 
Juat 1'1011 na it thla .oi'Dlnc. 

Ooocl. 

we an jut wortlng out tboee tiguraa. 

Yea, n wularatllld. 

TUn - nll, do w ban that tlgure Olll'lllnaf 

r an tbat, 11a. It ... dxt1-one two a11a 

•· 
01 Jaroh flrat it waa aixtJ-ODI. 

SlxtJ-one two a.,. aco. 
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Pinsent1 

H.M.Jrl 

Pinaent: 

H.l.I .Jr: 

Phillips: 

R.lr!. Jr: 

Phillips: 

B.M.Jr: 

Phillips: 

B.K.Jr: 

Phillips: 

B.K.Jr: 

Phillipa: 

H.M.Jr: 

Phillipa: 

- 8-

'!'hie woula put \t ~ to a hUDClrea ..a tllil'tJ­
alz leaa WbateYer ha1 been •pent ia thoae 
two a., •. 
And JOU are giYing us the particulars on 
that ship11111nt? 

Yea, I can giYe JOU those. 

Well no., I got that one question about do 
we or don't we care to adYi ee you about JOUr 
fUture sales of gold to Canada. Ie that right? 

That ie right. 

Ie that the onl7 queetion9 

Well, that is one queation I wanted to raise. 

ill right, that ie question Number one. 

TQat and the question of those component parts 
of airplane engines under the Lend-Lease Bill 
are the onl7 questions I haYe got about Canada. 

I thought JOU were goiDg to gin u a a111o on 
the Lend-Lease. 

I will. I will leaYe it with JOU. 

.laking, will Canada coae under the Lend-Lease? 

That is right. I haYe got it here. 

Clark asked M the aame thi!U!: 1eeterdq, and 
I dtdn' t answer him. I didn l t answer hla • 
.Ul right? 

Well now, the otber problea I wanted to raise 
with JOU, if I alsht, 1a whether rou han 
&D1 - fo~d anJ Ju~nt about our financial 
position in thl aont61 1 ... diatel7 ahead, 
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H.li.Jr: 

Phillipa: 

H.li.Jr: 

Phillips: 

H.li.Jr: 

Phillipa: 

._.,, u 1011 pi'Otlabq ....-. .. , I aal4 
• W a blg dtflcit, u far u • 001114 "'• 
ewer tht uxt tov IIODtha, fart of tlbfoh wu 
dut to Canada and part ot i btiDC aa. to 
rou. Wtll now, we han 110rt or ltaa toaohtd 
the C&D&aian llde. llow, 11hat about the tJDltea 
Statts? 

Well, I o011e back and aak rou when 1a Sir 
Edward Peacock going to 1how ao .. reaulta! 
We figure that JOU li.an got about a billion 
dollar• now worth of direct inYeat.eota in 
thh countrr, and he haan't ret aold one, 
ao how can I tell? I don't know it he is 
eyer goimg to sell &DJ• 

Well air, it doesn't quite aeet ar point. You 
aaid that rou considered the r...tnlng aarketable 
securities we had here and the direct inYtat­
unta against our exiating coa.l.taenta. 

That la right. 

lhen I sar •• haYt got a deficit coatng, it 
lan't onl7 due to those exhting co .. Hunta, 
1 t 11 due to tha faot that we han parunta 
to .U:e to third countrlea. 

Well, let • get thh thillg atralght, 11hat rou 
han now bem uklng .. , not neceau.rllr todar 
but a n'CIIIber of tl• 1. The last tiM I saw 
J01l '1f1Vl' balance waa aboat to be lixtr-Dine 
•J.lhon dOll&J'I OD the flrat of larch, and 
after that there wu no .ore .oner ln eight. 
Wtll, then rou find aenntr-tlTe al.llion 
dollara in gold. ADd we han 'ot a aituation 
which I alclil 't - I •an, I don t know whether 
that h part of the hundred al.llion of the 
Belgian or not. 

lhloh, the aeTentr-fiYe? Surelr not. 
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Pinaent: 

H.M. Jr: 

Pinaent: 

B.V. Jr: 

Pinsent: 

H.M.Jr: 

Phillips: 

H.M. Jr: 

66 

- 11-

No, sir, the aevent7-five has been .. a, ap as 
to a sull part out of our own gold iD Ottawa 
and as to the main part, as a reault of a 
fresh decision that we were prepared to switch 
French gold against not onl7 the gol.d lying 
in South Africa, but also the gold lying in 
1uatralia and other places. That we had 
understood previously was not regarded as a 
proper step to take, but apparently they seem 
to have changed their judgment on that . 

'Abo is they? 

London. 

I tho~ht it was MacKen1ie King last time that 
was obJecting. 

No, this is exclusively a question of the French 
gold in Canada Uhder our jurisdiction, so far . 

Well, you see there are a lot of things . 
had better state your question again. 

You 

Very well, sir . In the next four months, it 
is ~ite obvious that we shall have a large 
def1cit expressed in United States dollars . 
I f ave 7ou a figure of four hundred sixt1 
ai lion dollars , part of which is clear when 
we have ude our arrangements with Canad.a, 
but a substantial part of which still remains. 
We have no balances. In reaching that deficit, 
I have allowed for the newly mined fold and 
an1 securities we may be able to se 1. Where 
does the balance come from? 

Well, I have got to come back and ask you this. 
Of the four hundred and sixty million dollars, 
what part of it is for outstanding commitaents, 
contracts in this country, and what a.re the 
other component parts? I don't know. 
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Phillips : 

H.M.Jr: 

Phillips: 

H.V.Jr: 

Phillips : 

H.M.Jr: 

Phillips : 

H.V.Jr: 

Phillips : 

H.M. Jr: 

Phillips: 

H. lo! .Jr: 

Phi ll ips: 

67 

- 12 -

Well, I can auppl7 rou with tbe figures, air, 
right ott. Our existing oa..dt.enta in this 
country for those four months are five hundred 
ninety million dollars . 

FiTe hundred and --

Ninety. 

Between DOW ana the first of Julf? 

Yes. 

Five hundred and nlnet)"? 

Yea. 

And you say you are going to have a deficit 
of four hundred sixty? 

Yes. 

I don't know. I am not getting it. 

Well, I have fitted in everything I can 
poasibl;y fit in. 

I am not getting it at all. You see, I can ' t 
take it, Sir Frederi ck, in bits like that. I 
don't ~et the question. I mean, if I would -
couldn t ;you write down - -

I could perfectlf well, air, but I haven't 
done it - the on 1 reason for not giving ;you 
the actual figures hitherto is that I have 
been very vague, as I said, about Canada, 
but I have got a little more light on the 
Canadian situation, and it was Tery difficult 
previousl;y to giTe you figures, but I can try. 
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H.I!. Jr: 

Phillips : 

H.V. Jr: . 

Phillips: 

H.l!.Jr: 

Phi llips: 

H.M.Jr: 

Phillips: 

H.I!.Jr: 

Phillips : 

H.II. Jr: 

Phillips : 

H.V. Jr: 

• 
- a-

Well, woulcln ' t JOU trr, beoau11 tr~l7, you 
and I nenr spar with each other and I franlt17 
don't understand what ru are trJing to get 
me to aa7, but maybe i I had it on a piece 
of paper I could understand it . 

All right , air , you can haTe it. 

And you could write it two ways, one way, if 
you sell the gold to Canada, and one wa7 if 
you don' t. 

ill right, we can do that. 

AndJou can make another proposal, one WI)' if 
Can a sells ita American securities and if 
they don't. That will affect you. 

No, it wouldn't affect our deficit. 

Well , it will affect them in their relation­
ship with us. But anyway, i t would be one 
thing if you would sell some gold to them 
and another if you don't, v.hat you wanted, 
I take it, is to show me what your position 
ia between now and the first of Jul7. 

!a near as we can do it, 

And one is the - rour obligations against 
outstanding munit ons contracts. 

Yea . 

And t.he other ia - well, n erything else except 
that. 

Yea . 

Now, do you throw food , for instance, into 
that? 
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Phillips: 

H.M. Jr: 

Philll.pa: 

H.M.Jr: 

Phillips: 

H. ' . Jr: 

Phillips: 

Pinaent: 

H.M.Jr: 

Pinsent: 

H.lL.Jr: 

Pinaent: 

H.M.Jr: 
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Oh yea, but it ia a saall it .. compared 
with --

Shipping? 

Yea, certainly, all our expenditures in dollars . 

Well, if I could get something, and then the 
other thing, I don' t know just what - how 
succeaaful they are, the Army, in taking OTer 
some of these contracts, and the RFC - I mean, 
bow aucb between now and the first of July of 
these contracts will they pick up . 

I wish I knew, air. 

Well, how much are they thinking of doing. 

Yea, sir . 

Of the capital asaeta, Mr. Secretary? 

The RFC is buying some of the factories and 
that sort of thing. 

I don' t know whether rq info!'lllation is up to 
date, but I heard a figure of something like 
eighty to a hundred aillion mentioned four 
or fiTe days ago as a possibility. 

Well, you see, eighty to a hundred million 
dollars one way or the other makes an awful 
lot of difference. 

But that won't come in for some time, probably. 

Well, do you want to figure this t o July 1 or 
Septeaber 1~ Everything else you have done 
ia until September 1, isn ' t it? 
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Phillips : 

H.M.Jr: 

Phillips: 

H.l.l . Jr: 

Phl. lll.pa: 

V.hi te: 

Phillips: 

H. lol. Jr 1 

White 1 

H.M.Jr : 

Phi lll.pa: 

H.I.! .Jr: 

Phillips: 

H.M. Jr: 

Phillip a: 

H.M.Jr: 

- 15-

! ... 

Well, let ' s figure September 1. 

J1J. right . 

Don' t you think so? 

July ia --

I think they might do both it it ia possible, 
but i f both are not poaaible, I think probably 
July would be --

Between two, t our and aix months, I can give 
you th.ose figure a. 

Two, four and aix? That would be all right. 

It we had it also until September 1, it would 
be easy for us to fit it int o the figures we 
already have. 

Everything we han got ia built up to your 
war year now, which is September 1. 

Yea . 

It would be - you could do Jul1 1 and then do 
two more months , if possible. 

ill right. Well, there ia nothing in it 
except of course i t does get - -

Well, the plain thing --

• • • • • a little sketchy - -

I really don't quite get what JOU ask and if 
JOU could put it down on a piece of ~aper and 
whenever it ia ready, I am at your disposal. 
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Phillips: 

H.ll. Jr: 

Phillip s: 

H.J.I . Jr: 

Phillip a: 

H.ll.Jr: 

Phillips: 

H.K.Jr: 

Phillips: 

H.M. Jr: 

Phillips : 

H.ll.Jr: 

Phillips: 

H.U.Jr: 

'Mil. te: 

- 18 -

I know. 

I Ul read7 whenenr 70u are. 

Yea, Ver7 well. 

You know what I want on paper? 

I think so, 7ea . 

'fell, I thin.lt I know what you want, but I 
u not sure. 

1811, it is coaparatiTel7 eaa7, I should 
u;r • 

.Ul right . Now, what else? 

I think that is all I wanted toda;r • 

.Ul right. 

But I ahould like to get on with the Canadian 
figures wheneTer you are read7. 

well, you juat aort of popped it at ae. 

I u just as unhapp7 about it as 70u are . 

(Mr. Phillips, Mr. Pinsent, and Mr. Pla;rfair 
left the conference.) 

I knew what he wanted, but I wasn't going 
to han him put it to me, "What are you going 
to do about it?" To hell with hia. He can't 
tell .e what I &m going to do about his debts . 
Let hi• tell me what he is going to do. 

And let hia go into more detail, because he 
just asked ae what I thought you wanted, and 
I aaid a detailed statement of the character 
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HJI. Jr: 

'1\'hi te: 

H.M.Jr: 

Cochran: 

Cochran: 

H.ll.Jr: 

Cochran: 

V.h i te: 

- 17 -

that he gan us for the coming ;year 
except for the period in question would 
be moat helpful to ;you. That would show 
where his money is going, where he expects 
to get it from, how much he is going to have 
left, which is what ;you want to know. After 
;you know that, the problam is , what is he 
~oing to do, because he can raise the mons;y 
1f he wants to sell the investments . 

Sure. 

That is the crux of the problem. 

I threw it right back at him. He isn't going 
t o come in here and ea;y, "Kr. l!orgenthau, I 
have got to pa;y four hundred aixt;y million 
dollars. What are ;you going to do about it?" 
I am not going to get on that footing. Don't 
you agree, Merle? 

Yes , and he should have come out and explai ned 
that Belgian cablegram. 

Well, he whispered it to me just now, and then 
he whispered that they were going to take a 
hundred million of the Belgian gold, but I 
didn't like his attitude toda;y. 

I hadn't seen hia before. 

I didn't like hia att i tude, and I think I 
showed it to him, d.idn ' t I? 

He can't come here and aa;y, "What are ;you 
going to do about that money I owe?" What 
the hell: 

No, he ought to give the balance sheet to 
;you. 

He should give more details, how much are 

Regraded Uclassified



H.}(.Jr: 

Cochran: 

Whi te: 

H.!.! .Jr: 

ihl te: 

H.M.Jr: 

White: 

, 
- 18 -

these direct i nveataenta, how saD1 are the 
securities , what gold la he going to get, 
where 1a it coming !roa, whether there h 
any more gold here and there, i! he is putting 
all his cards on the table, aa be will --

He lan't. 

On this gold, they have changed their basis 
of' calculation. That ia what has con!used 
Harry, because they haven't counted this 
Australian gold as available. Now they have 
decided they can swi tob French gold in Canada 
against that . 

This figure o! four hundred f ifty million, 
Yr. Secretary, presupposes that they pay 
Canada everything, and that will leave them 
four hundred fifty million to hold here . If 
they don't pay Canada, then they are only 
seventy-five million, you see, in the bole . 
I don't know whether that was clear to you. 

No, I didn't carry those f igures, so I couldn't 
be clear; but there is time enough to answer 
about the Canadian thing when we see hia 
whole figures. 

Yea . About the Canadian thing, that h a 
different problem, and I think there is 
something to be said for baYing him pay us 
the aoney and if - aaking whatever arrange­
ments are necces itated by that with Canada. 
I don't know whether Canada would like that. 

Well, Harry, I am not going to do this. 

No, No, I merely say that is something - there 
are pros and cons on that problem. 
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H.M.Jr: 

Cochran: 

-11· 

Well ••••••• 

I ooplecl that Cana411D MIIOriDcl• of Jlltlr4&J 
that hacl the bacl percentages in it. Dicl JOU 
want a oopr.' 
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1. There are two queatlou on which we ahould 

like guidance tr011 the Secret&J7 1n connection w1 th ov 

financial urangements Yl.th Canada. The first question h 

whether he would aee objection to our paying Canada ln gold 

so far as we have any gold available tor that purpose i n 

future. This would not cover more than a tract! on ot our 

adverse balance with Canada. As an llluatratlon, t he total 

p&1JD11Dh due to Canada ln the next tour months are of the 

order of $385 millions U. S. , whereas the 11&1iallll gold we 

could in any clrcumatances provide would not exceed $120 

millions. The gold would, of course, reach the United States 

eventually in p~nt of Canada's adverse balance with the 

United States. 

2. The second question ia connected with the 

operation of the Lend-Lease Bill. At present, when munitions 

are manufactured in Canada tor the U.l. tor which componenta 

or materials have to be bought in the United States, Canada 

b111e the uterlals out of her dollars and we pay Canada the 

full price of the goode. If these components or materials 

could be lease-lent to the U.K. , we coul~ deliver them to 

Canada tor processing and ther would only charge ua the net 

coat. The amount involved is uncertain, but ta of the 

order of $100 or $200 millions a year. Exaaplee are: 

(1) Aero- engines aanutaotured here and fitted 
to air fraaes ude in Canada, 
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(S) 

-·-
lldel'lala ••4•4 la tile ....tMtue of 

pu aa tnob tdalu aN belq ••• 
ln Caaada for the U.l. 

OD the preaeat arrang ... nta Cana4a baf1 
aboraft and other traiDlJIC equlpMDt 
for use UJider the bpire '!'raining 
Soheu for plloh 1n Canada and the 
U,(, bel!• the coat of theaa purchaaea . 

If thia equlpMnt ooula be obtained 
dlrectl7 in the U.S. b7 the U,(, under 
the ~d-Leaae Bill IDd then del1Tered 
free to Canada, turther relief would 
be g1Ten. 'l'he aua la of the order of 
$60 allllona a 7ear. 

Waa~ton, D. C. 
5lh Karoh 1941. 
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R.M.Jr: 

Ph1l1J) 
Youngt 

R.M.Jrt 

Y: 

R.M. Jr: 

'!: 

R.M.Jr: 

'!: 

R.M.Jr: 

'!: 

R.M.Jr: 

Y: 

H.M.Jr: 

'!: 

H.M.Jr: 

Rallo. 

tee, ell'. 

Bow auobt 

!U'* !5. 1~1 ,., :JO p.a. 

The 116 million oontraot t or Allieon enainet 
that I epoke to JOU about 7eeter4&7 I ha•e 
titting here on •7 deek at the .oaent with 
a letter troa Sir Frederick Phillipe, which 
.. 7.: 

1 I would be grateful it Jou would gin tb1e 
coaaitaent JOUr retroepeotiYe appro•al. 1 

Vhate•er that aeant. 

No. It goee into the taae - thie week's. 

Yeah • . 

Th11 week 'a. 

Right • . 

No, we can't - thit Air Mittion - we oan 1 t 
tree t thea eeparatel7. 

Rl.gbt. 

Don't 7ou agreet 

tee, I do. And be goee o~ to 1a7: 

1 I hope it aar be pouible to include 1t 
within the total or t35 - ot oo .. itaente 
tor thie week without atk1ng tor that ~igure 
to be inoreaeed. 1 

Well , that ' s all right. In other worde, the 
16 will beooae part or the 35. 

For th1t week, that'• right. 

What doe• be aeen, in retrotpeott 

• 
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Y: 

R.M.Jr: 

Y: 

H.M.Jr: 

Y: 

H.M.Jr: 

Y: 

H.M.Jr: 

Y: 

R.M.Jr: 

y: 

R.M.Jr: 

y: 

H.M.Jr: 

-·-
total atlll would ba '5· 

All r1&ht. What ehe? 

Tb&t'e all at the •o•ent. There 1a about 
., •1ll1on 9 ot .. oh1ne tool• tor ¥nloh the7 1 Ye 
-ute4 that huen't ahowe4 up 7U. 

Your bo7 tried, Ou.anaQ, h oo81q 111 here 
at 10:00 to110rrow. What d.o 70u auppoae he 
nnte. 

Ra1ee hell probabl7, 

Wbatt 

Probabl7 nnta to ra1ae hell. 

All right. 

Do 70u nnt a note on 1t t1rat? 

Yeah. Up to the houae I rueaa. Oh, I'll 
aee 70u 1n the •orn1nc. 

IUght. 

0.1. 
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Dennis gave Ur. White and 11r. Cochran 

~in ot this todq. 

The Secretary took this to the 11 am 
eting at the "hite House today, 3/6-:-' 

' 

I 

• 

/ ' 
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'!ber. are two qu.ationa on 'llhlch w 

abould like guidance troa tbe Secretary 1D connection 

with our f1Dancial a.rranc•enta with Cana.de. 'fhe 

first question is whether he would sea ob3ection to our 

payin& Canada 1D gold ao tar as we have aey gold avaU-

able tor that purpose 1D future. Th1a would not cover 

mora than a traction of our advarae balance with Canada. 

As an Ulustration, the total p~nts due to Canada 

1D the next tour 1:1onths are or the order or $38S &1.111ons 

u.s. , whereas the m•x1•ua cold we could 1D any circua­

stances provide would not exceed $120 aUlions. The 

gold would, ot course, reach the United States 

eventually 1D p&YI:lent or Canada ' s adverse balance 

with the United States. 

2. The second question is connected with 

the operation of the Lend-Lease Bill. At present, when 

IIIUDiti ons are manufaotu;red 1D Canada tor the U.K. for 

which cocponents or materials have to be bo~t 1D tbe 

United States, Canada bu;Js tbe aatariala out or her 

dollars and we pa:y Cansda the tull price or the coods. 

It these cocponents or materia.ls could be lease-lent 

to the U.K. , we could deliver them to Canada tor pro­

oess1Ds and they would only chars• us the nett cost. 

Tha amount involved i s uncertain, but i s of the order 

ot $100 or $200 millions a year . E>tamples are 

(1) 

(2) 

(3) 

Aero-ens1Des manufactured here and fitted 
to air frames made in Canada, 

llater1als needed 1D the manufacture of 
suns and trucks which are be1Dc •de 
1D Canada t or the U.K. 

On th~resant arranc-nts Canada buys 
aircraft and other tra1n1ni equipment 
tor use under the Eapire Tra•n•ns 
Scheme tor pilots 1n Canada and the 
U. K. bears tba coat of these purchases. Regraded Uclassified
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U thb equiPM!lt could be obtaiDed 
dueotl7 in the u.s. b7 the U,Jt, UDder 
the Lelld-Lea18 Bill and then delivered 
~r.ee to Canada• further relie~ Yould 
be given, 'l'he sua is o~ the order or 
$60 m11liona a 7ear. 

Washin&ton, D.c., 
5th llarch 194].. 
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3/6/41 

Photostats furnished to Kr. Cochran, 

Kr. Bell and Kr. White todq 

I 

' 

.. 

• 

/ 
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IB alltOAD a T A KCT. H CW Y ORK 

' ' -1 BRITISH PURCHASING COMMISSION 

llarcb .5' 1941 

Dear llr, Secretary, 

I beve to acknowledge your letter o! March 3d, and beg 
to ia!on :you that I beve cOI!&WUcated it at onoe to the .lmbaaaador, 

I take good note o! :your euggeetion that work ebould be 
puroued •• actinly as poaaible along tbe linea wbicb I have established 
oince -.;r recent arrival and I aball continue t o preea tba work forward , 

I aa at work preparing t he ground !or Bales rltb regard 
to tba acre prollinent. concarna, includiJlc the Viecoae Cool~ and the 
chief thread c.-pa.niea, J & P Coate , Clark Thread Spool Cotton eo.~, 
w rlcan Thread Colopan;r and the Linen Thread eo.~, Inc , A Bri tieh 
director o! Coate and Clark baa been 111111110nod t o tbia aide and is on bie 
·~, I have also asked for the Cbairun or Vice-CbairMD or the Britbh­
AMrican Tobacco Co.~ and believe be hae lett tor tbia countey, other 
buaineaaea which have been interviewed are The Borax CCIIJ>&IlT and their 
aaaociateo, The U, S, Potash Com~, The Diatillera Co10ptJV1 Keasbey & 
Mattiaon CoaptJV1 Crown Mille, Olympic Portland Cement , and a number or 
smaller ooapaniaa, One COli~ 1 The Pacific Collllllllroial Cable Com~, is 
at the atage o! negotiations over price , 

In no caae that I ben ocae acrou bas the contr olled 
c .. pan,J 1 .. uod ~ public accounts or reporta, rlth the reault that when t he 
~tueation ot aale ari aea there ia reall:r "" baaie upon wbioh to work except 
the word or the aanage-nt, It ia neceaeary, therefore, to ba•e aoae iol'eati­
gation and, in important casea, a thorough one, This accOW1ta for the del-.;r 
that algbt otberwiee aeea 'IIJU'eaaonable , 

Special probleu are ariling in the case of aoae or the 
coapaniee and when we ban tbeae 1n concrete Cora I ehould like to ben tba 
opportunit:y of conaulting :you aa to bow t h"7 should be treated, it :you rlll 
be ao ld.nd o.o to expraaa an opinion and give •• tbe benefits o! your ac!rlce. 
I eball, or course , be glad to go to Waabington at ~ tiae that auite your 
convenience and Sir Frederick Pbilllpe can get ae on abort notice if neceaaar:y, 

Believe 11e, dear Mr , Seoreto.ey, 

Ron . Henry Yorgentbau, Jr, 
The Seoreto.ey or the Treaeuey 
Wubington, D.O. 

Yours sincerely, 
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TREASURY DEPARTMENT 

INTUI Ol"''lC& COMMUNICATION 

10 

Mr. Cocllru .... 0 .. 

STR ICTLY CON FIDENTI AL 
ottioial IOalea ot llr1Uab-ovae4 dollar aao..riUu ucl.er \be • • •Uac orcl.er 

etftotl...a lobraar,r 19, 194ot 

Jlo. ot Sbaru • Prooeecl.e ot Joal.ul Talv $ Procll4o ot 
So14 Sbaru loU ot lloa4.o SoU lloDila SoU 

reb.......,. 24 JS,&69 976, 610 1.zll,ooo 107.055 
25 67.899 2,~,112 ~·000 ~·665 
26 17,232 7 ,1116 ,000 ,110 
21 23, 210 1,~,103 1.26,000 Ul,507 
28 39.057 2,1 ,912 1~,000 1113,6111 

March 1 l.~ ;u,oo1 u~,ooo ~.2~ 

189,767 7,80:5.514 626,000 589. 679 
.l'Obrua1'7 2S 
lllft to 'l'ri&RI'J ~ SO,Q22 

190,267 7 .183,676 

Soleo t•o• 
Jt~ 22, 191Kl 
to Fobruar7 22, 1941 5,1Kl4, S21-l/2 164, 3~,223 18,857,700 1110J51 H2 

rom. rbl!U.UT 22. 19llo . 
'fO lWlCB 1, 1941 5,595,0A-l/2 172,222,599 19,1143.700 11.~.m 

Miao Poa\e reponed NJ.u flf • .,..,..,,14 aeovtUu tor \~ VMII: n4111C 
lab,.rJ 22 \o\all4 $900,000. 

t 
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ftiMll .. awllUJe te till C...t .... at tUe 
u.. " ll JNil\le, ...... ~\1.\le, *' ... 
tlft "''-- ... • _.._ .. tiel .er 11 Un.hl te .... ..,..._, .. ., la ...... ,. ... 

It l1 ... ~\ler. tMnl ... , tllat w IMU \1 
, .... w., .._U7 •• tM ...a f• e\te'•'• ul ..U"lac u 'he\ w.Mla fer aletnnu ef tM 
... .._. etau .. lt tM Mnl• 1a te \1 en"n11, 
... I Pall p=•:""'Late tM MlJ et tM ltau hJUtelat 1a .. , w. JN\1& 

,., tn1, ,..., 

'' IJ&" a r ,li. 
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In reply reter to 
Ili rebru&r7 25, 1941 

• 

OONPIDDTUL 

My dear Kr. Secretary: 

I quote hereunder for your 1ntoraat1on and an exprea­

e1on ot your T1eve in the .. tter the pertinent portiona ot 

a meaorand- ot conTereation held in the Depar~nt on 

February 1•, 19*1, between the Honorable NeTille M. Butler, 

M1niater Plen1potentiar1 ot Great Britain, and Kr. Jaaea 

Ol .. ent Dunn, Adv1aer on Pol1tioal Relatione: 

1Kr. Butler then vent on to atate that the 
British Government would be extreMely interested 1n 
baTing a third Ooaet Guard cutter added to the two 
American outtere already stationed in the aid Atlantic 
ocean tor the purpoae ot obaerTing and reporting 
aeteorological conditione. He said that all ot th1e 
intoraation with regard to aeteorological conditione 
vaa ot great 1aportanoe to Great Britain and, at the 
.... tiae, hie GoTel'DIIent n• anxious that ae auch aa 
poeeible ot auch intorsation not be reoeiTed by 
certain other countries.• 

Sinoerel:r :roura, 

For the Secretary ot State: 

Tba Honorable 

Benr;r Korgentbau, Jr . , 

leoretarr ot the treaaury. 
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p • ~.~~------._----------~~----~ 
CoP7 to Jlr. Iuhn Karch 6, 1941 89 
Copy to Dean !cheson llaroh 8, 1941 
~~lea to Kr. D. w. Bell, Jlr. Hopkins, 
~S.cretariea Stiluon and Xnox on Karch lOth. 

opy to Mr. Philip Young on ~reb 11th • 

.. 

/ 

I 

' 
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Karch 5, 19~ 

Wy dear Wr. Preaident: 

With the aigning of the Lend-Lease Bill the period of 
casb-on- the-barrelhead will come to an end for the great bulk 
of foreign government orders in thh country. Y.our al:intment 
of ~ adviaory committee, to assist you in administer • the 
provisions of the bill1 means that a vital new phase of our at­
tort baa begun. I ahall be delighted to serTe aa a member ot 
thia oolll!lli ttee. 

Coaplete coordination ot all foreign bu.ying will, in ., 
opinion, be even more necess&rJ under the new system than under 
the old cash aalea plan. You ma, remember that at the tirat 
~eeting of the newly constituted adviaory committee, on Karch 1, 
I bro~ht to your attention the problem of Russian purohaalng, 
and you aaid that you felt thia oame within the scope ot the new 
co~lttee ' a work. I think that the same considerations should 
apply just as muoh to the Dutch and the Canadians, who will con­
tinue to pay oaah, ae to the Brltiah and others who will come 
under the Lend- Leaee procedure. It seem& to me that all foreign 
government purohaaing, commercial as well as military, can be 
handled more et!lohntly and titted more amootbly into United 
State• production it thia purchasing is coordinated in one place. 

Therefore, I should like to suggest that all the complex 
l iaiaon work on foreign purobaaea, which baa been done in tha 
Treaeury for the past two and a quarter yaara, should be consoli· 
dated immediately and completely with the work to he done b.r 
Barry Ropkina aa Seoretar,r ot the new adviaory oomgittee. thla 
will relieve me of ill dlreot respo.naibility with rnpect to 
foreign purchaeea, exoept tor the great and continuing responsi­
bility that now faon all the ooslttee member• alike . I have 
alrui!¥ begun to turn over to Barry Hopkins a part ot the 
foreign purobaae work we have been doing, and, complying with 
the request atated in your letter ot February 25, I have offered 
him the asalatanoe of anyone he needs in the Treasury. 

The Preaident, 

Tha White Bouae, 

Faithfully, 

~0 
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l(ra. nota 

)(r. Mor&lllthau 

~h 5, lNl 

Plu11 look up how long ago I uked Bell to take a 
look at the Agriculture Departaent appropriation• to 
aaa whara we oould out ao.e ot the appropriationa. I 
th1Dit I alao aalted h1a ao.ethi.Dg about tleld illnatl­
gatlona. I th.lllk it wu at leut a couple ot weelta 
aco, aJIAl u tar u I know I han had no anner. 

Bow 1a JOUP follow-up_ 91!~-. lloz:ltj._ag, th,\?w~ apolte 
about a dq or two ago! ~#M- 1+(111~ ~J 

toa.,•a In Torlt !liMa' editorial ahowa how ill 19M 
tara ald ooat ?80 alllloa; 19~L one blllloa ?6; 19~t-
1t ooat 988 alllloa; ln 198?, v-r6 lllllloa, ln 1988 tMlll 
w.l.lllon; ln 1989, one bllllon 285 allUoa, and ill 1~, 
ona bll.lion 66? alllloa. 

I want to bring theae tigurea to Bell'• attentioa 
and agaill aalt hia what he 1a doing about Mlting a atudf 
tor • u to where we oan out thla 7ear'a propoaed blllclgat, 
atutillg with ,Urloulture, CCC, and erq other non-detenae 
iteu that UT '6e o11t. 

!lao I want to a.a1t Bell whether the BW'uu ot the 
Budget hal aar field organisation that goea out and oheolta 
regalarq oa publlo worka, .li'IIT oantoDMnh, and erq other 
a:rpandlturu. Doea the llureau ot the Budfet do that or 
don erqboq ill the GO't'ePDMnt han a tle d organbatlon 
which &oea out and oheolta on publio e:rpendltureaZ I aa 
aware ot what the Cowptroller General aoea, but that 11 not 
what I haTe 1n alnd. 

~ ,.,.__ _,d JJ.~ c:lilt 
19fo/~t-
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cot ru.u ..._'bUibed. \hat u.. eo..tft· 
....... ctrtallt. ~ ol produotn 
~ !hilt&'- ,.., &N w ... 

u.. to ncehoe • "'t'Air .... of u.. 
natJoDalf.Dooaw•--sa, CC~fteti•td .. 
a ~t.b- ll .. d ..,.. ot that tn• 
'eo.• no M&t.ter )low tbt oondjtJOAI ot 
~~ ud aouumpUon c.banp in 
1tM IIMilnwhltt. ADd lbouab U.e n.., 
ror eaoaomy tn noackttnM expendJ\urw 
liU now beCIOaM • Yltal. eon,.._ ~ 
' IMt .,.. •rtou.IJ lnqutrt whf\btt 
thtre fU7 ._,be aorw ~nomk&l 
tonu Of fa.,. \Vblkty IM.n \1»4 ...-.. 
~41Mb' wuc.etuJ on. at ,..._., _. -
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TREASURY DEPARTMENT 

INTER-QFFICE COMMUNICATION 

04ft -- s. 1941 

TO llr. White 

SUbject• Report ot conterene<~ -tin& to conel.der the control ot 
exporte fi'<D the Pb111ppinAI I.olllliU, 

l'x'eeent 

lla.jor 11fillla s. Culbertson, Cb&1raan, O.A.B.C. 
Lt. Colooel Jobn G, Burr, O.A.B,C, 
lb'. Leouard H. Pries, Departaent ot Stete. 
llr, 11¥, DepartDent ot the D>terior. 
Mr. Wolt Ladejinalc;y, Department ot J8rteultu.r., 
Mr , Louis Ilcoerstslc;y, Departut.ent ot Co•sres. 
C411111ancler H,ll, Shatter, .AmrNavy llun1tione Board , 
Dr. Ben Dorban, U,s, Tarifi c-1snon. 
llr. J. B. Al>drews, u.s. llar1t1ae ec-n..sion 
llr. Willla J , Hott, Prodnctioo DirlJoion, o. Poll . 
Ur. ott& L. Case~, O, A,E,C. 
l.lr, Willl- H. T~lor, Treasury llepartaent. 

It waa wwWioual,y .,reed by all tbe eo..ittes med>era that 
export eon trol ebould be extended to the Pb1lippina Ielande. It was re­
oosnised that aoet ot the 1oode to .micb .-.r1c:an a:;port control appl.iee 
and 'lrt!ich are now goin1 to Japan md Vl.ad.iToetolt troa the Pbllippinae 
are of local or1£1n and are not reexports, Ditfsrenes ot opinion, ~ 
ever, developed over the coiiiiiOdities to be controlled, it bein1 held by 

the Tariff CCIIIIllliseion' a repreeentative that F111p1no goode not now on the 
American control list, sbould be included. 

The vin was advanced that tbe United States has tull .. tbor-

1 ty to legislate control tor F111pino Exporte. 'Ihe 1're&ll1!')' already ex­
erciaes foreiiiJl t\Jnds control 1A llanila and the Neutralit)' Act appliea 
to the Ph111pp1nee , It waa conaiclerecl tnat the eaaieet method to obtain 

control would be to e end Section 6 or the Export Control ~ling .t.ot 
of July 1940 to apeciticall)' inolnde the Ph1.11pp1nes, 

Enry effort abould be aade to obtain Fil1p1no cooperation 
and eoncurrenes 1n tbe llea&ures to be edopted. It was qreecl, howeTer, 
that control should be illposed by the United States, rather than the 
Fhilippines, beea.set (a) '!'be Pb1lipp1nea , durinl the preaent critical 
tll!les 1n the Pacific should not be encourapd to develop an independent 
policy in foreign atfaira 1 (b) Unitom.i t7 or control can cncy be aasurecl 
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ullller .AMricen ~. due to tbe tact that pol1Uo&l diaeenti.on -
intemal eon.Q.ict in the Pbilippl.nee 1e SN&t. It ie, tberafora, 
unllkel,y that lepelati.on locall7 pNHd would be etl'Cllg anaa,b 
to attain the objecUvee .. t . FUipinc le~l&Uon -ud problbl,y 
bave to ..X. exo&ptioDII tor ieportant ckaeetio proclucteJ (c) 
Japan would ban 1e .. raucn tor tllraateninr the Pbilippillee 11 
tbe aontrol nre iepoeed 1>7 the United Stataa. 

It YU racornued tbat , ... Mthod ot c:a.pellNti.og lo ... a 
to N.llpino producare -wi probabl;y baTe to be worked OQt. '!be 
ll&1n it.. athcrted would be iron and etaal, 1rat IDII steel acrap, 
abaca, and probabl,y copra and cocoanut oll. · · 

'!be State Dep&Maant 1 a rapraaantatbe ocntended that cm­
trol proc-=re abculd be aie:1lar to tbat under the Htutr&lit;r Act. 
Tb1.t would place tbe cootrola in tbe buiiU ot the ,AMricm Bisl> 
C.-iaaionar act1Qg aa a rapraeentatba ot tha state Dep&Maant 
through whoa all applleaUoDII and peraita tor export -wi baTs 
to be olearad. It waa 1\lrtber atated 1D th1e rasard, that no rae­
tricUon ot 107 ldnd should be iepoaed upon .U..riciiD producta goins 
to t.be Pbilippinla, tbouib reexport of these product& abould be 
riaorcual,y o.x-.ined. The Pbillpp:l.ne Iellllda , moreover, sboul.d be 
all011·ec! to export tbe1r OYD doMaUc produote to the extent coo­
aidered noraal 1D tbe pl'l-'lfar period. 

&.tore tbe nsxt -ti.Dg, the Yari.o\u aauuraa 1>7 which 
C<lltrol could be but aet up rlll be ua1ned md raporte oooopUed 
on c""'''Utiee llkal;r to be attected. It wu &lao denided to ra­
cpeat the state Dapar1aent to cable llr. S~• the Rieb c..d.oaiCDer, 
to obtain b1e opiDiDn on tbue utters IDII iepraaaicu of 10bat P111-
pino raaotioD rlll be. 
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Harch 5, 1941. 

TO: Secretacy Jlor genthau 

The Amendment to the Excess Prorita Act is expected to 

be on the President • s deek by noon t.oda,y, together with a letter - . 
tro., the Budget requesting expeditious action, In the ever.t tluot 

tho President sees fit to comment upon this amendment, we believe 

h1a co.-nt will be helpful. for future u~e 1f he point s out that 

1"41\Y of the 1n'lqu1 ties and hardships lfhioh :~rose under the orifinal 

act have now been eliminated and t hat l.Msl!lllch a.. we n01'r have an 

•':'•Hable tax bese the Congreaa Clight well adtlreea its elf to a 

•turl~· of t he ret·rns filed on l:areh 15th. Aa a N:sult of thet 

stady it rill be 1n a position to detend.ne 11Mt revisions 1n rates 

will be neeossary to acco:q>lish the pri.Jrary objective of this bill, 

ns""'lY, t he pre'<'"ention of the creation .,r war oillionaires. I ! "n 

1Mroase in rates is indicated, this could no:r be accomplished -ori.th 

far lese har~hip than heretofore . 

I attach hereto a ~morandwo from you to the PrPsident 

~,.. t he event that you rl•ll to bring this to hia attention, 

~\...S 

95 ./ 
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'I'Mit •• C"ItTAIOIY 0 .. TMit T"llAaU"V 
WAatti ... TON 

J.:arch S, l94l . 

I understand that the ~t to the Excess 
Protita Tax Act awa:ita your aicnature. In the nent that 
you ne tit to coommt upon this &IOincl-.>t "• beline i t 
will be helpM tor future uae it you point out that many 
or the inequities and hardships which arose under the 
or~inal act have now been eliminated and that ineSl:IUch 
aa "" now have an equitable tmc beso the Congress might 
well address 1 tselr to a study of the returns tiled on 
l'nroh 15th. 

loa a result or that study, the Conaress will be 
in a poai t .ion to determine what revisions in rates will 
bo neceasar;y to accomplish the primnry objective of the 
bill, nazrely, the prevention or the creation of war million­
aires . It an increase in rates is indicated this couJd now 
be accomplished with far less hardship than l'.eretofore . 
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TREASURY DEPARTMENT 

INTKit OI'PIC& CONNUNICAT10N 

DATa 

Secretary Korgenthau 

E. H. Foley, Jr. 

liarch 5, 

I am attaching an excerpt !rom a letter which K. P. 

Chen hed written to Larry llorria. 

I thought this would interest you. 

Attachment 
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hoerpt fica letter of I . P. Cbm 
to Lavenoe lloi'Pia, elated BoqlcOJl&, 

Fe bruaJ:z 5, 1941 • 

.la ;you know, '1111 health has not been good of 

1.02 

late . I realize , perhaps more today than ever before, the 

ll.m.it of everything in life, and feel that I must not at­

tempt to do too much. But I do wish to pursue energetically 

the one thing to which I han cO.Utted 1111sel!. I often re­

call the words that Secretar;y Korgenthau said to 1118 on our 

parting, and feel concerned over the fulfilment of obliga­

tions undertaken through ri, own hands. So far, I believe we 

have repaid about $7,000, 000 toward the first loan. We have, 

as on January 19, 16,000 tons of woodoil in U.S.A. and en 

route, and 1,200 tone in Hongkong and 8, 000 tons in Burma, 

ready for shipment, eo that there is another $6, 000,000 

avail able ready to appl;y to the loan. That is not too bad 

!or two ;years' performance of the agreement, and I hope that 

Providence will help U8 keep the traffic aoing and continue 

this record, eo that I can have discharged thaee cOIIIIli.tmente 

and can face 1111 friends squarely when I oome to !lllarica 

again, 
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f H I S 

day or 

fflP(H FilM ftl !If 

Draft (Sth llarch, 1941) 

AGRIIMBI~ 

1941 B I ~ W I B II THE IIAUOJIAL 

ooVJlRN)IIlNT OF THE liBPUBLtC OF CHIIIA (hereinafter called 

•china•) of the first par t THE CBHTRAL BANK OF CHIIIA whose 

registered office is situate at 

(hereinafter called "the Bank") of the second part and 

Tllll COIIIJlSSIOIIERS OF HIS IIAJESTY 1S TREASURY (hereinafter 

called •tbe Treasury") or the third part 

W H E R E A S by Agre .. ents dated the lOth day or 

Karch 1939 (hereinafter referred to as "the 1939 Agreet~~ents•) 

the Chineae CUrrency Stabilization Fund (hereinafter referred 

to as •the 1939 Fund") was established with the approval of 

the Treasury for the purpose of checking undue tluctuations 

in the Chinese dollar in relation to aterlin& 1 

A H D WHEREAS by an Agree.ent or even date herewith 

and ude between c~ or the first part the Bank or the 

second part and the Secretary of the Treaaur)' of the United 

States or the third part (which Agree .. nt ia hereinafter 

referred to as •the Aaerican Agreeaent•) provision has been 

aade to aasist in checking undue fluctuations in the exchange 

value of Chinese currency 1n relation to the United States 

dollar and other foreign currencies1 

A N D WHEREAS the Treasury are desirous or •lt1na 

further provision tor checking undue fluctuations in the 

•xcbance value or Chinese currency in relation to sterling • 

If 0 W TIIBREFORB IT IS AGREED as follows I-

III this Agre•ent the Expression •the Board• ••ens the 

Stabilization Board established tor the purposes or this 

Agreement and aentioned in Clause 10 hereof and the Regraded Uclassified



expression "Chinese yuan" means the standard uni t of 

currency or the National Government of the Republic of 

China. 

CHINA shall establi sh a Fund to be known as the 

Stabilization FUnd of China (hereinafter referred to as 

" tho Dollar Fund 1941") for the purpose of checking undue 

fluctuation in the exchange value of the Chinese yuan in 

relation to the United States dollar and other foreign 

currencies. China shall cause to be transferred to the Dollar 

Fund 1941 by Chinese Governmental Banks an amount of at least 

12,500,000 United States dollars and such other assets as 

may be acquired by China or the Bank from the Secretary of the 

Treasury or the United States pursuant to the American 

Agreement and China or the Bank may from time to time transfer 

or cause to be transferred other assets to that Fund. All the 

assots transferred to the Dollar FUnd 1941 shall be used 

exclusively for the purpose of checking undue f luctuations in 

the exchange value of the Chinese yuan in relation to the 

United States dollar and other foreign currencies. 

(1) THE 1939 FUnd shall be maintained and the Sterling 

Account , the Sterling Income Account and the Chinese Dollar 

Accounts established in connection with that FUnd (herein­

after respectively referred to as "the Sterling Account 1939", 

"the Sterling Income Account 1939" and "the Chinese Dollar 

Accounts 1939") shall be controlled and operated by the 

Board on the same terms and conditions as are provided in 

relation thereto in the 1939 Agreement save that for the 

purposes of Clause 3 of that Agreement that Fund may be used 

for the purchase and sale of Chinese dollars and otber 

necessary operations on such other markets in addition to 

the markets or Hong Kong and Shanghai as the Board may wi th 

the consent or the Treasury direct and for the purposes of 
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clauae 4 (a) all Chinese dollara purobaaed wi th aterl.J..q 

beloncinc to that Fund shall, instead or beinc depoa1ted in 

Sh.lllchAi or Hone Kong for account or thAt Fund in the Hongkonc 

Bank or the Chartered Bank or in both such Banks be deposited 

in such place or places and in such Bank or Banks as the Board 

may with the consent of the Treasury direct. 

(2) This clause shall come into force on such date as the 

Treasury may bY notice given to the Board determine. 

THERE shall be established a fUrther Sterling Fund tor 

the purpose or checking undue fluctuations or the exchAnge 

value ot the Chinese yuan in relation to aterling (herein­

after referred to as "the Sterling Fund 1941") and tor that 

purpose the Treasury shall, within 7 days after being 

requested to do so by the Board, pay to an account at the 

Bank of England (hereinafter called "the Sterling Account 

1941") such sums not exceeding i n the aggregate li.$,000,000 

as the Board may certify to be necessary for checking undue 

fluctuations or the exchange value of the Chinese yuan in 

relation to sterling. The sums so paid by the Treasury are 

hereinafter referred to as "the Treasury subscription'' . 

THE Sterling Fund 1941 shall be used solely tor the 

purchase and sale or Chinese yuan and other necessary 

operations on the exchange markets of Hong Kong and Shanghai 

and on such other markets as the Board may with the consent 

of the Treasury direct in order to check undue fluctuations 

of the exchange value of the Chi nese yuan in relation to 

sterling. 

(1) ALL Chinese yuan purchased wi th sterlins belonging 

to the Sterling Fund 1941 shall be held in Chinese legal 

tender money and in no other form and shall be depos1 ted in 

such place or places and in such Bank or Banks as the Board 

may With the consent of the Treasury direct in a separate 

account or accounts (which accounts are hereinafter referred Regraded Uclassified



to u "the Chinese 11\lan Accounts 1941" ), 

(2) Such deposits shall be available for satisfaction ot 

sales or Chinese yuan aade on behalt ot the Sterltnc FUnd 

1941 and tor no other purpose. 

ALL sterling sums received on sales or Chinese yuan 

111ade on behalf or the Sterling FUnd 1941 shall be paid to 

the Sterling Account 1941. 

(1) ALL sterling in the Sterling Account 1941 and not for 

the tillle being required tor the purposes set out in Clause 5 

hereof shall remain in the Account and may to the extent to 

which it is not, in the opinion or the Board, currently 

r equired for market operations be invested in Treasury Bills 

or the United Kingdom or prime Bank Bills of not more than 

ninety days maturity. 

(2) AllY interest or discount earned on such sterling assets 

shall be paid into a separate account at the Bank of England 

(hereinafter referred to as "the Star ling Income Account 1941") 

and until the Treasury subscription has been repaid in full 

shall be used solely in or towards satisfaction of the interes t 

payable to the Treasury in accordance wi th the provisions or 

Clause 9 hereof. 

(1) UI!TIL the whole of t he Treasury subscripti on has been 

repaid in full China and the Bank undertake that there shall 

be paid to the Treasury in London interest i n sterling at the 

rate of lt per cent per annum on so much or the Treasury 

subscription as remains unrepaid. 

(2) THE first payment of interest shall be made on the 1st 

day or April 1941 and subse9uent payments shall be made half­

yearly on the lst day ot April and the 1st day or October 

provided that the last payment shall be made on the date on 

Which repayment of the Treasury subscr iption is completed . 

()) THE interest payable under this Cl ause shall be pai d ou t 
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or the Sterling Incoae Account 1941 1f and to the extent to 

-.~Uch the auaa standing to the credit ot that account are 

sufficient tor tha t purpose. 

(1) CHINA shall establish and ui.ntain a Stabilization Board 

of Chi na (hereinafter referred to as "the Board") which shall 

be charged wi th the duty of managinc, controlling and giving 

directions for the operation or the Dollar Fund 1941, the 

1931 Fund and the Sterling Fund 1941 (hereinafter collecti vely 

referred to as "the Funds") in the manner best suited to 

achieve the objects tor which they a re respectively established. 

The Board shall consist of five members all or whom shall be 

appoi.nted by China and a t least three or Whom shall be nationals 

or China. China shall designate one or such nationals or 

China as Chai rman of the Board. At least one member of the 

Board (hereinaf ter called "the British member") shall be 

appointed by China upon the recommenda t i on of the Treasury, 

and at least one member of the Board (hereinafter called "t he 

American member") shall be appointed by China upon the 

recommendation or the Secretary or the Treasury or the Uni t ed 

States , The Bri t ish member shall be a Bri t ish subject, 

shall be permitted to serve so long as desired by the Treasury, 

shall be removed rrom offi ce by China upon request of the 

Treasury and shall be permitted to keep the Treasury tully 

informed or all activi ties of the Board effected or contemplate~ 

lr the British member dies, resigns or is removed or otherwise 

vacates his offi ce his successor shall be appointed by China 

upon the recommendation of the Treasury on the same t erms and 

conditions as were applicable to such member. Any member of the 

Board may with the approval of the Board eppoint any person of 

his own nat1ona11ty to be an al.ternate member or tbe Board 1n 

his absence and the person so eppointed While he holds offi ce 

as an alternate member shall be enti tled in the absence of the 
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... ber appoi.ntinl h1a to attelld, YOta at -tinaa ot UJe Bo&J'd 

and to e:urc11e the powera ot that -ber. An alternate ~r 

shall ncate ottice it tbe -ber appointina hi• r-.o, .. h1a 

tro• of f i ce or 1t the .. aber appointina ll1• hi• .. lt ceaaea to b. 
a aember of the Boa.rd. 

(2} The Board shall have authority to delegate its powers to 

sub-coamittees of the Board, to determine what constitutes a 

quorum for a meeting provided that a quorum shall contain either 

the British member or the American member and to take action by 

a poll or the members ot the Board wi thout a mee ting on 

questions submitted to them by 1 or at the request or, the 

Cha1ru.n1 provided that such action shall bave bean approved 

by such n1111ber or members as are necauary to conati tut.e a 

quorum and by either the British member or the American member 

and shall be (confirmed and) recorded at the noxt meeting of 

the Board. Subject to the provisions of thi s sub-clause the 

Board shall have unfettered authority to determine its own 

procedure. 

Upon any vacancy arising on the Board , China shall forth­

wi th till the vacancy but the Board may act notwithstanding any 

vacancy. All acts bona fide done by any meeting or the Board 

or by any person acting as a member ot the Board shall notwith­

standinc it be afterwards discovered that there was some defect 

in the appointment of any such member or person acting as afore­

said or that they or any or them were disqualified, be as valid 

as if every s uch person had been duly appointed and was 

qualified to be a member of the Board. 

(1) TO enable t he Board to carry out the purposes of the Funds 

China shall vest in the Board power and authori ty to deal tor 

account or t he FUnds in gold and foreicn exchanae and the Board 

shall be authorized and empowered by China to take such action 

directly or through sucb persons or asencies as may be designated 

by the Board. The Board shall also be authorized and empowered 

by China to invest and re- invest from timo to time the moneys 
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atand1lll to the credit or tile 8terl1Dc 1'11114 1941 1A TrMSIU'J' 

Bille or the Un1 teeS ~ or priM Bulk BUll ot DOt 80re t11an 

otoetY daya aaturity. 

(2) At the en4 ot HCh 80Dth the Board ehall prepare e atat­

or the operation• or Hch or the aald Sterlinc FUnda durinc that 

month and every six 80nths shall prepare a balance-sheet and a 

report showinc in detail the policy or the Board and the 

operations or the aaid Starlin& Funds. Copiee of euch Stetemente 

reports and balance-sheets shall be furnished to China and the 

Treasury. China and the Bank will in every way auiat the 

British member or the Board 1n obta1n1na complete lntoraation 

relatina to each or the said Starlin& Funds and their respective 

assets and all activities or the Board ertected or contemplated. 

(in relation to any or those Funds) In this connection China 

will give or cause to be given to the Britieh member all 

necessary facilities and information. 

CHINA shall cause the Board to perform all obligations and 

d1aoharae all liabilities provided in, and otherwise act in all 

respects in accordance with, the terms and conditions of this 

Aareement. 

(l) The Board may pay a collllllission to banks for their services 

1n opera tin& on behalf of any or the Fund• • 

(2) Any such comaission all cable charces and brokerage paid to 

and retained by any exchange brokers and other out-of-pocket 

expenses of a similar nature incurred by the Board 1n operating 

any of the Funds may be charced to the Fund in respect of 

which the operation is made. 

(3) All other expenses incurred in connection With the 

activities and functions or the Board and the salaries or the 

•••bare or the Board shall be paid by China. 

(l) tKB Treaaury aay at any time serve a notice on China 

detel'l1n1ne this Agre .. ent and requestinc repey.ent of the 

Treaaury subscription an4 on the expiration of one month 

rl'o• the date or service or such notice the Sterling FUnd 1941 

~hall be liquidated and the follow1ni provisions shall have Regraded Uclassified
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ettect, that 11 to 117 •-

(a) Any 1ua1 1tand1nl to tbe credit or the Bterl1nl len 

Account 1941 1ball be applied 1A tba tollow1Jlc ordn of 

priority: 

(1) in payinc to the Treasury any 1Atarut clue to thea 

uncler sub-clause (1) of Clause 9 hereor 

(ii) in reimbursing to China and the Bank any sums paid 

by them to the Treasury under the said sub-clause (1), 

ancl 

(111) in paying the balance to the Treasury in or towards 

repayment or the Treasury subscription. 

(b) All sterlinc standing to the creclit or the Sterling 

Account 1941 shall be applied in or towards repayment 

or the Treasury subscription. 

(c) If and so tar as necessary all starling standing to the 

credit or the Sterling Account 1939 ancl Sterling Income 

Account 1939 shall be applied in or towards repayment or 

the Treasury subscription. 

(d) In so far as the sterling standing to the credit of the 

Sterling Income Account 1941, the Sterling Account 1941 1 

the Sterling Account 1939 and the Star ling Inco .. Account 

1939 ia insufficient to repay the Treasury subscription 

in tull China and the Bank shall pay the 6110unt of the 

deficiency to the Treasury in London in sterling. 

(e) In the event or China and the Bank or either or them 

tailing to pay the amount or the deficiency as afore­

said, the Board shall , if the Treasury so requests , 

sell tor sterling any Chinese lecal tender money 

standing to the credit of the Chinese X\lan Accounts 

1941 ancl , it necessary, or the Chinese Dollar Accounts 

1939 and the sterling proceeds or such sale shall be 

appliecl in or towrds repa)'llent or the Treasury 

subscription. 

8. 
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(f) All7 Chinue le~ tender 80UJ lt.Ddlq to tbe onc11t 

or the Chineee IliaD AcOCIWlU 1941 • the Ute 1111en 

the Tl'e&IUJ'J ni>IC1'1pt1on bae been repaid 1ft tu11 eball 

be tranererrecl to the Cb1neee Dollar Accounts 1939 end 

any sterling standing to the orecltt or the Sterltnc 

Income Account 1941 and the Sterling Account 1941 on 

that date shall be transferred to the Sterltnc Income 

Account 1939 and the Sterltnc Account 1939 respectively 

and the sums so transferred shall be dealt with 1n 

accordance with the provisions or the 1939 Agreeaent. 

f{2l A copy or any notice served by the Treaaury under the 

torecoi!ll sub-clause shall at the aue tiae be served on 

the Bank and the Board..J 

CHINA and the Treasury on behalt or Hts llajesty•s 

Government in the United Ktncdom hereby concur 1n the 

renewal or the 1939 Agreement until a date not leas than 

seven days after the expiration of notice of repayment 

served by the Treasury under the last foregoing clause. 

fj.LL or the Chinese legal tender money held 1n the Chinese 

Dollar Accounts 1941 and the other obligations or China, the 

Bank and the Board under this AgreeMnt shall in so tar as the 

richts 1 powers and privileges ot the rreaiiUJ'y aay thereby be 

affected be exempt and immune trom any taxea, charges , 

restrictions, re&Ulations and controls or any nature under ) 

the laws or China or any poll tical sub-division thereoV 

ANY notice given by the Treasury to China, the Bank or 

the Board Lihall be deemed and taken as full notice to all 

or them, China, tha Bank and the Board, under this Agreement 

and such noticl7 aay be given by the Treasury to the Bank at 

its head o!tice in Ch1na or any other place indicated by the 

Bank 1 to China • t the ott ice or the ll1n11 tar or Finance or 

China at the seat or the Jat1onal Oovern.ent or Cllint> or to 
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the Chinese !lobauy 1n London, and to the Board at such 

address a• may be indicated by China or the Board. 

1:12 

AMY obligation o! the Treasury pursuant to th11 Agreement 

s~all be conditional and dependant upon the prior performance 

of China, the Bank and the Board or any obligations to be 

per formed or liabilities to be discharged by them or any of 

ttem under this Agreement and any arrangements made pursuant 

thereto . 

CHINA and the Bank and the Otricers signing this 

Agreement on behalf of China and the Bank each !or itself 

or themselves represent and agree that the execution and 

delivery or this Agreement by such Officers on behalf or 

China and t he Bank have 1n all respects been duly authorized 

and that all other legal formali t ies which should have been 

performed and completed prior to the making or this Agreement 

in order to make this Agreement binding and effective upon 

China and the Bank have been performed and completed as 

required by and in conformity with the laws, decrees , 

statutes and regulations affecting China and the Bank. 

THIS Agreement shall be governed by the law of England. 

I N W I T N g S S etc. 
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RMpeottuUr rove, 

Or1'1nal IJI4 two oopl .. to Illpartlllent 'by a.lr •ll 
Copy to ~1p1D& 
COPT to Shan&bal 

91!5.4. 

JJliiWL 
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DEPARTMENT Of' STATit 
WMHINCJTON 

x.roh II , 1941. 

The Seoretarr or State preaanta hie oa.pllaenta 

to the Ron.orable the Seoretarr or the Treaellr)', and 

enoloeea 6 oopiea or paraphraae or telegram No. ~l or 

llarob <l, 1941 rroa the American Ooneul, Hanoi, French 

Indooh1na, oonoerntng the prooeede or the eale or 

certa1n rubber to the United States Government b7 the 

Government ,General or Indochina. 

Enoloeura : 

No. ~l or March ~ 
troa Hanoi. 

U3 J 
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PAIIAPIIMI Of 'li•IILI-IItNII _. .. 

JROIII Mel'loa OoDRl, J1uo1 

lll'fll x.z.. "· lMl 

IIOe I :Sl 

• 

ll.lfereaoe h u4e to 1;be Depar-.at•e u'lepou oo. 10 

ot Jon.ber 28, 1940. 

!IW ao.e..-at O.aeral of ID4ooh1aa 'b7 a ooa~11 

4aU4 De~ 2, 1940 eol4 \o ~BUbel' .. _... 0 SJ'D7 

8,000 tou Of rab'bel', wUb prOT1dOD 'bat .. pi"OOIIda of 

th11 Nle Wlrl to 'be ore41a4 \o 1;be trll all4 IIIII'IIV1otl4 

aoooWit pt tbl Bank flit ID4ooll' ne, 

'1'bl Iaep1o11or O.Mral of t1a1 BaDk of ID4och1Da 

haa intoned ~ Allerioaa Ooa1ul 'bat &,'700 \oa1 ban 
.,.. 

alread)' 'blea 4111nrl4 oa Ulil ooauao11 'b1111 'ba'""\bt 

prooe141 theriot ban 'bien ore411114 to the laalt'• r... 
Tokld tree aoooan11 an4 'bat the Iupeo1101' O.Diral ua.retore 

4 .. 1rll \o proUI11 1p'nd 111lil 41"ffi'I10D ot tbl tll'e41W ot 

tbl Balllt to aa _,...,. ao-t. !bl ln~Jfe'o~' ~al aloo 

re~1tl pr011pt 1Dt-Uoa u to bGir tbe prooe141 fl'oa t1a1 

rell&ininl 2,:500 ton• 1f1ll 'bl ON411114 (~ 2,:500 toa1 are -

being 10&414 at laiBOD.)• !M laepe01101' O.D.eral IUWI 'ba11 

he ba1 1Dtca" .... tDI Gonr .. ll11 O.ul'al of ln4ooll111a ot h11 re­

quee11 aD4 be 1A41oaw• tibat be wUl alk 11bat 1;be Gofti'DMII11 

0.DII'al 1llk8 ~1&0 IMpa lllllell tall pl"OOII41 &rl 01'141M4 

1D &0001'1\aaoe W11:b tall 1~111oa 1A tall OGaVMt. -
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SocntU)' of 1\a\o, 

luh1Jic'ao. 

843, llarch II. 

A ocMM ot -.lor lapor\- tor 1JI4wt\rl .. oDpCe4 1e 

Fo4uctloll tor ohlliu -'-· teotcut \o faclll\ato tv... 

owr of 1aclu\rtal powr \o ..tu-. wu ---•4 le \be 

laue ot c- 7•••...._., llr Prealtnt ot -...a of tru.. IA 
orter h fvtber n t 4on ohU couaptloa aa4 ro1oaao l&llov, 

•torlelo •' tactoey .,..,. for war JW'PO••• Oon..-a\ 11M 

4eol4e4 \!Ia\ la4ao\rloo p-o4uc1Dc co..-r coote _., ooaooa\rato 

Fo4uctloa la a ro<bloot -'ber of tachrlM worJd.ac t1t.11 U•• 

!booo la4ao\rleo are alal7 \booo ..UC po4a attoo\04 lr 

llel\&Uoa of otpplieo orton or ratloaiDc of ,_ -•rlelo, 
oOICII ao ton Uo aa4 :U.tllilr )~~'Mach. !be alii 1o \bat \Moo 

faotorloo llhcnal4 p-o....,o \be o.tpot roqu1ro4 f or (a ) cnat .. \ 

Faot1cablo upor\ \rate , (~) ala,_ 11..- aarlct\ aooto aa4 (o) 

Oon..-at -"· latoaUoa lo to p-ooo.,.. ..... lU of tbe 

clooot tactorleo aa4 tor o.-..-at to aooSo\ •"'* tM\orloo 

ro.- oporau- at e.4 of war. J'aohrlH oaotlaalal oporatl­

•111 'be apoc\04 p-awl .. •- ._,.,..u .. t or olooot faetorloo , 

'but \ben w111 'be .., o_,.aoaUoo trao po~lo tlato. ~\allot 

aohlao117 for Olll'171Dc o.\ tlllo pollo,r to ... worlctt ooa\ 1a 

4hcuoto. 'be-a :lloeft of tru. 1a aaooola\loa wl\b •watey 

• 
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\llat 1a lut !'HOlt it wU1 - si!Jpdst.. Ia ,.._ -an 
_, ot tr.~e ~ oa Ults--. ... ..,.. -n ts w a. 

UJII ... , ... ~ tat.vtsl .-~ -u. ritll • -

' wp4 -'lleroldp to 1aol ... UJ~~~rl~ ... lMe• :LMMre \o uelat 

1a \bo reorpals&U• tJt \M wn- .....,.\rS... 1\ - elM 

__. ... , IIMrt "' tr.~e ww ""'"'" .. -u,. -.."" 
.. uoa _..r a -troller •Mftol of fM\N7 u4 _..... Ml 1 

uUOT to MOftlaa\e ......s-•• tJt all ID"'raaoa\ .. ,.,.._.,. 

lalerfe,_ wltll fM\oriee lftol ..... 1a ....... .-.., 

IWJI! 
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<to 1ttp tou ,,,,.,, 
llarob 15, 19.U 

To 1 !be Secret81"7 

:h'Oal Mr, TOQJIC 

Re: Brit1eb .Urcratt lllipiMDto 

Attached herewith 1o the lahet etat-Dt of air­

crl\tt ohipped to the Ullited 1111&411• aDd other pointe. 

It vill be noted that thh etat .. ent h euba1tted in the 

uoual fora llhich &iT .. figuru ohovilll the nuaber of 

plaAeo 'IO!Iiob haTe been receiTe4 at the uo .. bl7 pointe 

4ur111C thh laot week. 
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llaroh 15. 1 Ml 

JCIIIQI.UIDIIt 

f01 'lbe lleare\81'7 

ft()lll Mr. TolUIC 

T.,. ~ be 1a\erea\e4 la \hla roprla' ot u article 

..!llcb &J>Pe&l'e4 la 17orelp Atta1re1 tor J~, 1941, We 

b8YI DO IQ&r&n,ea \~\ 1\ 11 eu\baa\lo, ~\ &t leao\ 1\ la 
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WINGS FOR THE TROJAN HORSE 
fly Mtloin Hall and Walltr Pult 

THE ~ron.e of German and Italian airplanes over South 
,>\meroca as not a new sound. It ha.s been heard, at least in 
the case of German· aircraft, in s teadily increasing volume 

(or the pnst tw.enty yean. But .we in the. United St~tes liave been 
slow to recogntze 11 a.s the audtble warntng of Nazt-Fascist pene­
tration in the Western Hemisphere. Only belatedly are we coming 
to realize that one of the most dangerous weapons in the han<U 
o( the dictaton is the ever-widening network of airways con­
trolled by them throughout South America. 

The airlines under German and I talian control or domination 
on that continent comprise more than 20,000 miles of scheduled 
routes. Many of these have no commercial justification, and 
serve political and military rather than commercial aim.s. They 
are artories of totalitarian propaganda, nerve centen of totalt­
tarian espionage. Many hundreds of German military pilots 
have used them as a tratning ground for long-distance flying and 
as a means for becoming farruliar with South American topogra­
phy. The lines traverse the continent from the Atlantic to the 
Pacific along two separate routes and provide swift means of com­
munication between the Nazi-Fascist StiU:punl<tt strategically 
located aU over South America. 

The airlines controlled by the Nazis and the Fascists fall. into 
three general categories. One is represen ted by the Sy~dtcato 
Condor, a comouflaged oil's hoot of Deutsche Lufthansa flytng. the 
Br»ilian Rag . The second comprises a half do~c:n ostenSibly 
national lines whose management and policies are controlled by 
Lufthonsa through the device of long-term equipment c~mtracu 
"htch provide that the operating personnel shall be appotnted by 
or be acceptable to the German company or its Brazilian sub­
Stdtary. Third, there are the undisguised operations of Deutsche 
luithonsa itself and the Italian Lati, interna tional air transport 
<n!~'J'"<e~ which are agencies of their respective ~vernm~nts. 

I he Untted States is represen ted in South Amertca'! ~ktes by 
the t),OOO miles of Pan American Airways. In addition! the 
Hwilian and Colombian affiliates of P an American , PanaJr do 
Ur.t-tl and Avianca cover t r ooo miles between them. Pan 
Ammcan operates (;om Miami via the West Indies down the 

124 
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u st coast of South Ameriea to Rio de Janeiro and Buenos Airea. 
Lines also extend from both Miami and Brownsville (Texas) to 
the Canal Zone. Another line operates along the northern shore of 
South America to Trinidad, where connection is made wi th 
the east.co•st route. The Brazilian affiliate conducts local serv­
ices in Drat il over much the same routes as Pan American and 
also extends into the Amazon hinterland. Pan American-Grace 
Airways operates a line from the Canal Zone down the west 
coost to Santiago, Chile, and two transcontinental lines across 
to Buenos Aires - one out of Santiago, the other via La Paz in 
Doli vi•. Schedules on both the east and west coasts have recently 
b<en speeded up th rou~h the use of more modern Ryingequipment 
and the openinl{ of a dJtect "cut-off" route in Brazil Trom Be!Em 
to Rio de Janeoro. These new schedules have reduced the trip 
!><tween Miami and Rio de ] aneiro to three days. Further im­
provements are projected for the near future. Eve.n so, the Fascist 
Ltti line reaches Rio from Rome as quickly as Pan American 
does from Miami. 

The Dutch K.LM., whose services in Europe have been sus­
pended by the Germans, operates 1,8so miles of route along the 
north coast of South America, connecting Dutch Guiana and 
Cura~ao with points in Venezuela and Colombia. Before the war, 
it also ran lines to Trinidad and Barbados. Air France used to 
operate a transatlantic air mail service from Toulouse to Natal 
in Brazil, and from there a passenger and mail line to Santiago 
de Chile via Rio de Janeiro and Buenos Aires. But this line was 
suspended following the capitulation of France. Thus far the 
British have failed to open any lines to or in South America. 

Neither the Dutch nor the French lines have ever constitu ted 
a meMce to the safety of the United States. The airway network 
o ( the Nazis and Fascosts and of the national affiliates which they 
control, however, does represent a definite threat to the security 
o( the United States. Let us therefore examine it in detail. 

CONDOR 

Syndicato Condor, Limitada, though not the oldest, is the most 
strongly. e~tre~ched and most aggressive of the German~~­
trolled aorhnes on South America. It covers the whole of Brazol s 
•·~mile seaboard, traverses Uruguay to Buenos Aires in Ar­
gcnuna, and thence swings west across the Pampas and the 
.~ndes to Santiago. It penetrates deep into Brazil's sparsely 
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populated in.terior, foUo~g the ~livian border to the far 
western Temtory of Acre and servtng a vast unremunerative 
&rca in the northern atates of P~, Maranhlo and Piauhy. It 
connects, through the German-affihated Uoyd Acreo Bolivtano, 
with the Gcrman.owned Lufthan&& of Peru, and thus reaches 
Lima. Its Jines cover nearly to,ooo miles. 

Syndicate Condor is a but slightly diseuised offshoot of 
Dcutsc~c Luftha~sa, though ita officials ~rsiSt in dcnr,ing any 
connecuon wtth tts German forebear. It lltcs the Brutlian flag 
and receives a subsidy from the Federal Government of Bra1il. To 
111 intents and purposes, however, it is a German concern, owned 
and contrOlled by Deutsche Lufthansa- which in effect is an 
org~n of the Gcrma.n state. Condo~ is the apc~rhcad of Germany's 
aertal pcnctratton tn South Amenca. Its pnmary purpose is to 
furth<r Nazi expansion in the Western Hemisphere. 

Condor's managing director is a German named Ernst Holck, or 
Emcsto Holck as he eaUs himself in Bruil. The company's tech­
nita! staff is also German. Ita chief pilot is "Senhor" Frin 
Fuhru. Of its ci~hteen registered pilots nine arc, or were until 
quite recently, ' naturaliled" citizens of Bruil who have re­
taintd thtir German nationality, and nine arc native-born Bra­
zilions of whom six have German names. The mcchonic personnel 
consists of seven native-born Brazilians of German descent, 
three "naturalized" Brazilians born in Germany, and three 
uncamouAaged German citizens employed as instructors. The 
"naturalized" pilots, radio operators and flight mechanics Jog 
about thrcc times as much flytng as do the native-born. 

Somt of Lufthansa's German flight personnel remained in 
Bruil when the parent company's trans-Atlantic and South 
American operations were suspended as a result of the war. 
At that time Lufthansa's aircraft and operations in South 
America were turned over to Condor. Though not listed on the 
Condor rolls, the former Lufthansa crew members have made 
fr.quent Bights in charge of Condor planes. It has been noticed 
that on the coastal trips the Condor crews arc usuaUy larger than 
necesury. One German crew member who fl ies both as pilot 
and mechanic on scheduled runs holds a valid aerial photogra­
pher's license. The company maintains an aero-photogrammetric 
section which during the past five yean has carried out air sur­
veys over large areas of Brazil for the Federal Government. 

1 Con4of'e ~tr.ice bcfWteft Con:ln~W ud Porto Vtlho It rtporl..t cmpora.rilyeu.pcadecl. 
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Bratilian law requires that at leaat two-thirds of the executive 
personnel and all the flying staff' of air transport enterprises under 
domestic registry shall be native-born. The affiliate ofPan Ameri­
can Airways, Panair d? Brasil, has eoml'lied with this law to the 
fullest det~ree. But owong to an insufficoency of Brnilian trans­
port pilots, the au.thoriti~s have only recendy attempted to apply 
1t to the other aor carroers operattng under the Brazilian flag. 
Approximately half the pilot personnel of Condor, Varig and 
Vasp - the three other commercial air lines under Brazilian 
registry - were Germans who for expediency's sake have taken 
on Brazilian nationality. It is of course well known that Germans 
who naturalize themselves in other countries remain Germans in 
the eyes of the Third Reich. Early this year, Condor asked for, 
and obtained, a two. year extension of its exemption from the rule 
requiring it to replace its foreign-born pilots with those of Bra­
zilian birth. On October 6, President Vargas renewed his ruling 
that pilots of Bratilian-registered aircraft must be native-born 
Brazilians, except in the case of Varig, which was given until next 
February to comply. Condor was subsequently granted another 
extension; but it now appears that the government is insisting 
on full compliance. 

The main offices of Condor and those of Deutsche Lufthansa 
for South America occupy the same premises in Rio de J aneiro. 
They are designed to imrress the Brazilians with the strength of 
German air "commerce.' Well supplied with funds for many not 
toe obscure purposes, working closely with the diplomatic, naval 
and mi litary stall's of the German Embassy and with "Cul­
tural Attach~" Herr von Cossel, the airline's offices constitute 
a busy and important propaganda center. Condor's plans to ex­
tend its coastwose line from Bclem to the border of French Guiana, 
o'·er jungle wastes of no possible commercial interest, followed a 
prolonged visit to Para state by the German Naval AttacH. The 
concession to operate this extension has, however, been annulled 
on the order of the Federal authorities. It has quite recently been 
reported in the press that Syndic:ato Condor has entered into a 
contract with the Amawn River navi~ation company and port 
authority, known locally as "SNAPP, • for the development of 
traAic to the Atlantic from the Am awn hinterland and, eventu­
•lly, F..cuador and Colombia. 

The Lufthansa-Condor system has kept its passenger far~ well 
below those of Pan American Airways. Commercial revenue IS not 
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a primary considerati~n to .the Genna!''· Som7 of Condor'• O('!ta­
cions in co the r~ote onteraor of Brazol have httle o~her juattfica. 
cion than co provtde transport for government ollicoals. 

In equipment Condor is at pruent the la~est airline in 
South America. Its radio communication and d•=tion finding 
systems. consist of the latest .types. of Tele~nken and lorenz 
installatiOns. Its fleet comprases SIXteen tn-motored Junkers 
Jus• •7-passcnger convertible land or seaplanes, eight older 
Junkers, and two 26-passenger four~gined Focke-Wulf FW200'1. 
Accompanied by a fanfare of publicity, the two Focke-Wulfs were 
Aown across die Atlantic last year to be placed in se.rviee on 
che Rio de Janeire>-Bucnos Aires route. The first to arrive made 
the trip from Berlin to Rio in 34 hours SS minutes flying time, or 

4o hours so minutes elapsed time including atops at Seville, 
Bathurst and Natal. Together with Lufthansa's six Jus2's these 
planes were turned over to Syndicato Condor by Deutsche 
Lufthansa when the parent company suspended iu South Ameri­
can optracions owing to the war. 

There is an interesting story in connection with these two 
Focke.Wulfs. Shortly after the outbreak of hostilities, officers of 
the British c.ruisers Ajax and &tier, on patrol duty some 7S to 
100 miles off the south Brazilian coast, sighted a la'le plane 
Ar,ing high above them. Through binoculars they identified the 
p11ne as a Focke-Wulf bearing the Syndicato Condor insi$nia. 
The cruisers reported their observation by radio to the Bmish 
Naval Attach~ on Buenos Aires. Immediate inquiry by this officer 
disclosed that one of Condor's Focke-Wulfs had departed from 
Buenos Aires several hours earlier on a test Right and had not yet 
returned. When the crew returned after a Riglit of ten hours they 
were questioned as to the reasons for going so far out to sea, but 
failed to give a satisfactory explanation.• 

Followong this incident the Argentine Government issued in­
structions that no Condor plane was to make a non-scheduled 
Right out of sight of the airport without having on board an 
Argentine Army officer as observer. It further ordered that 
Condor aircraft were not to depart from the airway between 
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Bu•nos Airu and Rio de J aneiro while making regular passenger 
fl1ghrs. The Condor management vigorousfy protested these 
rul~ng,, and on the very next day requested special permission 
ro moke onot~er "test" tlight ':"ithout an observer. !hey said rhe 
Righr was bemg made at the Instance of the Bru1han Govern­
men< in order to conduct certain special trials desired by the 
llr~~zi l inn Army. Argentine officials communicated with the 
llrazilian Government, and learned that no such trials had been 
reque<ted . Permission for the flight was refused. 

There were other instances of Condor planes being sigh red well 
our rn sea, in spire of the efforts of both the Argentine and Brazil­
ian Governments to prevent rhe use of Condor aircraft for mili­
rory observation purposes. It may have been that the action of 
rhe Argentine officials in refusing permission for rhe second "rest" 
fl ight saved the Ajax and UU/tr from an untimely end. The 
Gtrman pocket-battleship Admiral Graj Spu was lurking in the 
vicinity at that rime. The Condor crew, having located the rwo 
British cruisers the day before, may well have wished to com­
municate rhe latters' posir.ion to the Craj Spu, so that, if no 
British battleships were near, she might auack and have the 
di..:r of her lire reported by the Condor plane. 

Syndicaro Condor was officially founded at Rio de Janeiro 
December '• 1917, though it had been engaged in operations 
between Porro Alegre a nd Rio since February of that year 
under rhe name of the Condor Syndikar. The latter was the 
ouwrowrh of a project daring back ro May 1914, when a group 
of ' American and European businessmen" organized a com­
pany ro establish an air mail and passenger service between 
Key West, Florida, and Colombia via the Canal Zone .. It does 
nor •ppear that the "American businessmen" included any 
:\urrh Americans. The principal proponents were Dr. Peter 
l'aul \'On Bauer and Captain Fnn Hammer, respectively manag­
ing ond technical directors of Scadta, a German-Colombian 
•11line which had been operating in the northwestern corner 
of South America since 1910. Dr. von Bauer visited the United 
Sure, in 1915 with the object of obtaining capital and gove':n­
me r <ur,porr for this project. In April 1915 he wrote roan offic1al 
in rhe l nired Stares Department of Commerce rhot a company 
'" 1.,. called Inter-American Airlines had been incorporated under 
rht !Jw$ of Delaware, with "three dummy directors so that the 
i,Jonliry of the real promoters will not appear in the charter." 
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To this letter there wu appended tbe ClOftfidcntial proepecnaa o( 
the International Condor -S~te. 

The Syndicate realized ' that it was inadviaable at this time 
to orgonrze national German companies." I ts proponents there. 
fore sought to form a holding company in which the financial con­
trol would be American but in which they would furnish the 
technic• I direction and would ha.ndle the sale of their own e9uip­
ment to the company. With this end in view they had auocaated 
with themselves the developers of a type of aeaplane called the 
Dornier Wal. This was being built at Pisa (Italy) by a company 
rtgistered under Italian law- since the manufacture of aircraft 
in Germany was restricted by the Treaty of Versailles - with the 
"technical assistance" of Dr. Claude Domier, former chief engi­
neer of the Zeppelin Company, and a full staB" of German experts. 
Thirty percent of the inttial capitalization o f the International 
Condor Syndicate, or Condor Syndikat, was reported held in the 
name of Deutsche Lufthansa of Berlin ~h Aero Uoyd, and 
thirty percent by Schlubach, Thiemer & Co., of Hamburg- with 
po.sibfy some participation by the Hamburg-American Line. 
Centro! and South American capital controlled a minority. 

Dr. von Bauer failed to interest United States capital in his 
inter-American air service. Condor Syndikat then shifted the 
field of its activities to Brazil. In November 1926 a Dornier Wal 
named the Atlantito was flown from Buenos Aires to Rio on a 
successful demonstration tour in which an ex-Chancellor of 
Germany, Dr. Luther, took part. Shortly after this the Condor 
Syndikot obtained a license from the Brazilian Government to 
establish a regular air tranapor~ service between Rio and Porto 
Alegre. From that modest beginning the enterprise hu spread 
over the greate.r part of South Amenca. 

YARIO 

Condor s initial Brazilian undertaking wu an airline estab­
lished in January 1927 between P orto Alegre, Pelotu and Rio 
Grande over the coastal lagoon known as Patos. This line lay 
wholly within the state of Rio Gnutde do Sui, whose population 
is strongly German. Four months after its establisliment, fol­
lowing the openin~ by Condor of a service between Porto Alegre 
and Rio de ] ane•ro, certain capitalists of Rio Grande do Sui 
bought up the Condor interests in the Rio Grande line. The 
terms of purchase have never been disclosed, but it is clear 
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that the deal which resulted in the foundinll of Varig - S. A. 
Empr<S> de V!a.~io _Aer~a Rio Granden_se - tn. no wise excluded 
Condor's part1c1pat•on m that ente.rpnse. Var~g purports to be 
purcl )' llrazilian. In reality it is an affiliate of Syndicate Condor, 
and 1hcrcfore of Deutsche Lufthansa. 

V•rig receives a substantial subsidy from the state of Rio 
Gr>ndc do Sui, and for the past two years has obtained an equal 
amount from the Federal Government. Ever since its formation 
it hu received s trong support from the principal officials of the 
State. In t9J2, the State became an important stockholder, re­
putedly to the extent of a quarter interest, the balance of the 
stock being privately held. It is generally believed that Syndicate 
Condor controls a substantial interest in the enterprise. Syndicate 
Condor acts as Varig's agent in Rio de Janeiro, while Varig 
is Condor's agent for Rio Grande do Sui. Condor cooperated in 
Varig's first experimental flight in 1927. Varig's latest plane, a 
ju51, was assembled in Condor's Rio de Janeiro shops. It is sup­
posed to have been acquired on one of the long-term Lufthansa­
Junkers equipment eon tracts. Varig's managing director is OttO­
Ernst Meyer, a German World War veteran of dual nationality, 
German and Brazilian, either of which he assumes os the situation 
may suggest. Its technical director is Rodolfo Ahrens, a Brazil­
ian of German extraction. The Board is composed of nine mem­
bers and nine alternates, all of German extraction or strong 
German sympathies. 

Varig's Rymg equipment consists of seven planes, all German, 
including the one tri-motored Junkers Ju52. The routes which it is 
at present operating total some 940 miles, serving t.he principal 
towns of Rio Grande do Sui and extending to the Uruguayan 
border, with connections to Montevideo through the Uruguayan 
air transport company Pluna. At Porto Alellre, connection is 
made with the Condor system. Varig also mamtains a German­
equipped R ying school. 

VAIP 

The third Brazilian-flag airline under German control or 
influence is the Via~lo Aerea Slo Paulo, usually known as Vup. 
This concern was formed in 1934 by a group ofGerman-Bruilians 
of S:io l'aulo State. It receives subsidies from the State govern­
ments of Sic Paulo and Goyaz and from the Federal Government. 
The State of Slo Paulo is the largest stockholder. The balance 
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that the deal which ,_)ted ill the Cn.md"'f ol Vq- S. A. 
Empra.t de Vi~ Aerca Rio~ - aa no wi8e achaded 
Candor's partieipalion in that auerprioe. Vq JIW'IIO'tl to be 
pwely Bruilian. In reality it ia an af&liate of Syndicato Condor, 
and therefore of Deutachc Lufthanaa. 

Varig ~eivea a aubetantial aubeidy (rom the aeate of Rio 
Grande do Sui, and for the_ pan two yean haa obtained an equal 
amount from the Federal Government. Ever tince ita formation 
it has received urong aupport from the principal officials of the 
State. In 1932, the State became an important stocltholder, re. 
putcdly to the extent of a quarter intercat, the balance of the 
stock being privatd y hdd. lt is generally believed that Syndicato 
Candor control• a tubetantial intercat in the entcrpriac. Syndicato 
Candor acta aa Varig's agent in Rio de Janeiro, while Varig 
is Condor'• agent for Rio Grande do Sui. Condor coOperated in 
Varig'• fint experimental 8iaht in 1927. Varig'• lateat plane, a 
Jus2, was &IICmbled in CondOr's Rio de Janeiro ahopt. It it sup­
poaed to have been acquired on one o( the long-term Lufthansa­
}unkera equipment contractt. Varig'a managing di~tor it Ot to­
Ernst Meyer, a German World War veteran of dual nationality, 
German and Bruilian, either of which he auumea aa the aituation 
may auggcat. Itt technical d~tor ia Rodolfo Ahrona, a Brazil.­
ian of German extraction. The Board it compotcd of nine mem­
ben and nine altematea, all o( German extraction or t trong 
German sym,Pathiea. 

Varig'a ftytng equipment conaiatt of aeven planet, all German, 
including the one tri-motorcd Junken ]u52. The routea which it ia 
at present operating total eome 940 milea, acrving the principal 
towns of Rio

1 
Grande do Sui and extending to the Uruguayan 

border, with connectiona to Montevideo through the Uruguayan 
air transport company PlunL At PortO AI~, connection it 
made with the Coitdor ayatcm. V &rig also maan taint a German­
equipped flying achool. 

YAIP 

The thind Brazilian-flag airline under German contrOl or 
influence it the Vi~ Aerca SID Paulo, uaually known aa Vaap. 
This concern waa formed in 1934 by a group of German-Brazilians 
of Sio Paulo State. It receiYes aubeidies Irom the ttate aovem­
ments of Slo Paulo and Goyaz and (rom the Federal Government. 
The State o( Slo Paulo it the largest atocltholder. The balance 
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0 ( the $toclt is ostentibly held by Slo Paulo citi~, but u with 
Varig it is ge.nerally bdteved that Deuttche Lufthansa controls a 
substantial interest . German inftuence is further entrenched 
through Lufthansa-J unkers equipment credits. 

The managing direc tor of Vasp is a German-Brat.ilian, Or. 
bmacl . Guil~~rme.. !nstruction of the company's personnel 
and asptrant ptl~t~ 11 tn t~e hands of Commander von Bueldrinl', 
a German $pectahst destgnated by Lufthansa. Two of its SIX 
pilots are, or were, German applicants for naturalization. The 
other four, of whom one has a German name, are native.bom. 
At the invitation of Lufthansa-J unkers, Dr. Guilherme made a 
(our-months' visit to Germany, all expenses paid, in the early 
part o( 1939· The purpose of the trip was to study German air­
line practice, and to arrange certain details in connection with the 
ddivery of two new J unkers Jus~·s ordered from Oessau, for 
which the State of Sl o Paulo had provided an additional sub.. 
sidy. Owing to the war these planes were not received. One of 
them is reported to have been en route to Brazil via Ru$$ia and 
Japan since last J uly. 

The Vasp fteet consists of three tri-motored Junkers Jus~·, 
and twO small twin-engined planes of English make. The junke.rs 
units are under the technici.J supervision of Syndicate Condor. 
Vssp operates approximately 1,~ miles of routes in Sio Paulo 
and contiguous nates in southern Brazil. I ts most profitable 
run is the direet line between Sio Paulo and Rio de ] aneiro, 
operated twice daily. I ts lines connect at various points with 
the Condor system. Present plans call for further extensions 
totalling 1 ,9so miles across the wild country of central Bruit to 
Cuyabf in Matto Grosso and to Carolina in the State of Muan­
hio, in order to connect at both points with Condor's "penetra. 
tion lines." An international setv1oe from Sio Paulo to Asunci6n 
in Paraguay is also projected. 

LLOYD AER E O IOLIVJANO 

Condor's activities within Bruil and aci"'OI the continent to 
Santiago are becoming increasingly coordinated with the activi. 
tirs of other air lines under German control or influence. On the 
wr.<t, Condor's Rio de J aneiro-Sio Paul~rumbi line meets 
with Uoyd Aereo Boliviano, which in tum connects with Luft­
hansa of Peru at La Paz to form a second German-dominated 
route between the Atlantic and Pacific coasts. For, while Uoyd 
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Arreo is nominally a BoliYian company with fotty-aix percent 
of its stock held by the Bolivian Government, ita managerial 
111d operating personnel ia German, aeven of its nine aircraft are 
German, and tts schedulea are c:oOrdinated with thoee of the 
Guman network. 

Uoyd Aereo Boliviano wu founded in 19~5 when the Guman 
colony at La Paz preaented a Guman airplane to the Bolivian 
Government during the celebration of the centennial of Bolivia'• 
indepe.ndence. It thus antedates Condor &I an active operator. 
There is small question that Deutsche Lufthansa haa fUrnished 
rquipment to Uoyd Aereo Boliviano on long-term contracts at 
low cost, and that in 10 doing has acquired an dfective control 
over Lloyd Aereo's activities. Deutsche Lufthansa Peru is be­
lieved to hold thirty percent of lloyd Aereo's stock. 

Lloyd Aereo &hvtano's founder and present ~~resident is 
Wilhdm {or GuiUumo) Kyllmann, a German all y the head 
of the Nazi Party in Bolivia. Its general manager and chief 
pilot is Herman Schroth, al10 a German, who has field this posi­
tion since 19~7. Two of its pilots and most of its technicians are 
German. Its flying equipment consiats of three tri-motored 
Junkers Jus~'s, one twin-engined Junkers Ju86, three older 
Junkers and two American-built amphibians. Deutsche Luft­
hansa has reputedly offered to supply lloyd Aereo with three 
new Junkera planes from Germatly, though how ddivery could 
be made is difficult to see. The Junkers planes now on hand are 
overhauled at Condor's Rio de Janeiro base. There is a continual 
interchange of personnel between lloyd Aereo and Condor. 

Uoyd Aereo now operates some JOOO miles of routea in Bolivia. 
Its importance lies in its being a primary link in one of the Ger­
man transcontinental systems. 

D&UT I CHS LUI'THAIIIA 

From the beginning the Lufthanaa-Condor combination con­
templated a transoceanic air service between Europe and South 
~merica via the west coast of Africa. In February 1930 Condor 
tnaugtnated a weekly service between Rio de Janeiro and Natal . 
One month later this was extended. experimentally to the Island 
of Fernando de Noronha, where the Condor. plane delivere<! a_ir 
matl for Europe to a Hamburg-American Line steamer. Tius m 
turn transported it to the Canary lslanda, whence it was taken by 
a Lufthansa plane to Europe. This operation, which dfected a 
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cwo-day saving over the all-aea route between Rio IUid Ewope, 
was of coune only a temporary expedient. 

In May 1930 the dirigible Cr~ l#pJNii" made ica lint landing 
at Rio, presaging the regular airahip la'Viee eatabliahed between 
Germany and Brazil in 1931. After three yeara oflighte.r-than..air 
service the Brazilian Government an.! the LufrechifFbau Zeppelin 
of Friedrichshafe.n entered (Ma~h 1934) into a contract calling 
for a minimum of twenty airship trips per year. Syndicato Condor 
worked closdy with the LuftschifFbau Zeppelin up to the time 
service was suspended following the disaster to the Hintlm6urr 
at Lakehurst in May 1937. Condor remains general representative 
(or Sou ch America of the Deutsche Zeppelon-Reederei, operating 
company of the Zeppelin ships. If the Nazis are successful in 
imposing their "new order' on Europe and Africa, airship 
opera1ion across the South Adantic will probably be resumed. 

In February 1934 Lufthansa, with COndor's close collabora­
tion, established a regular weekly air-mail se.rvice between Cen­
cral Europe and South America via the west coast of Africa. 
This was the firat aU-air transoceanic airplane route in the world. 
It was flown with. the aid of catapult depot-ships Jtationed part 
way out from each coast. This Lufthansa-Condor mail service 
soon proved faster than that provided by the Gr•J Zeppelin; be­
ginning in 1935 the airship was therefore reserved for passenger 
craflic only, the mail being carried by the flying boatt. Thelatcer 
craversed the South Atlantic from coast to coast in fewer than 
cwenty hours, bringing the air trip between Central Europe and 
i(io de Janeiro to less than three days. Up to the outbreak of war 
chis line operated with remo.rkable regularity. It served as a prov­
ing ground for various types of heo.vy flying boats devdoped 
especially for lufthansa, and also provided valuable training in 
long distance over-water flights for many German mili cary pifots. 

In 1934, with the inception of aU..air service from Europe, 
Condor extended its lines Into Uruguay and to Buenos Aires. At 
che same time Deutsche lufthansa extended its own operations 
from :-lata! to Rio and Buenos Aires. This in dfect made for a 
dual German air system along the coast with Lufthansa operating 
"eckly express fl•ghts for the European mails and Condor a 
"'tckl y local J.>Usenger and mail service. More and more German 
personnel amved to serve as flight c:rews or as instructors. 

In October 1935 Condor established the trans-Andean li~e 
between Buenos Aires and Santiago de Chile. I t was Captain 
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Frirz Hammer - co-founder of Scadta in Colombia (oldeat of all 
the German air linea), one of the founders of Condor Syndilt.t 
and later to be the organizer of Sedta in Ecuador - who eecured 
the concession from the Chilean Government for thia operation. 
The second pilot accompanying Hammer on his flight to Santiago 
(or negotiatoons wu Guatav Wachsmuth, who later became tech­
nical director of Sedta. These details indicate the cloae interre. 
lotionship between the various units of the German chain. Two 
years later, in 1937, service on the trans-Andean line became 
bi-weekly and operation was taken over by Lufthansa under a 
special authorization-decree of the Chilean Government. At al­
most the same time Condor doubled its hitherto weekly service on 
the long coastal route from Buenos Aires to Be!Em. 

The four-year concession in the name of Syndic:ato Condor 
which Hammer had KCUred from the Chilean Government in 
1935 was extended by decree in 1939 to run until December 2.4, 
1942. This time, however, the decree designated Deutsche 
Lufthansa as th.e concessionaire. Lufthansa &!so obtained the 
right to operate in Brazil on a twice-weekly frequency but with­
out the right to carry traffic within the borden of the country. 
Condor, as ostensibly a Brazilian enterprise, is of course privileged 
to engage in internal air commerce. 

All oT Lufthansa's operations in South America until the 
outbreak of the war, wllen they were temporarily suspended, 
have been regarded by well-informed quarters in Brazil and 
Argentina as more a military than a commercial activity. They 
were conducted primarily for the training of German military 
pilots on long distance flights and to further German penetration 
of Latin America, and not to make a profit. 

After a ahort period of suspended suvice following the out­
brtak ofhost.ilities in Europe, Condor took over all of Lufthansa's 
operations and flying equtpment in South America. The estab­
lishment in Deeemller 1939 of service from Rome to Rio by 
the I tali an airline Lati, under the management of Bruno Mus­
solini, provided an Axis substitute for the Lufthansa trans­
~dantic service. Some time ago Lufthansa announced that 
Its through service between Berlin and South America would 
be ~enewed during the summer of 1940 '!'ith Domier Do36 fo~r­
engtned Diesel-powered airplanes maktng the ocean crossmg 
~on-stop. Thougn thiJJCrYice could not be reo~ed u achcduled, 
II may quite possibly be under way in the fatrly near future. 

' 
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J..DI"TBANIA P&aU 

The mot! ~cnt addition to the German airwaya network 
wears no camouRage. Deutsche Lufthanaa A.G., Sucursal Peru 
(Puuvian Branch), is openly German, although registered as a 
Peruvian company. It was established in May 1938 by its parent 
concern. As yet it IS a comparatively modest undertakmg, operat­
ing only 1210 miles of routes witli two Junkers J up airplanes. 
But its potential importance is considerable, for It forms the 
weSiernmost link in the Nazi-controlled transcontinental airways 
system. It operates two weekly services between Lima and La 
Paz over separate routes, one of which connects at the Bolivian 
capital with Lloyd Aereo Boliviano·s service to Corumba. At 
that point, direct connection is made with Syndicato Condor's 
service to Rio, whence - until Lufthansa renews its trans-At­
lantic operations- Lati's .irregular service carries the mail to 
Rome. Lufthansa Peru's management is German, its Right 
pc.t50nnel is German, the majority of its technical personnel and 
•II its tquipment are German. 

The chief pilot of Lufthansa Peru, Capt. Berthod Alische, was 
recently in Tquitos, at one of the headwaters of the Amazon, to 
make arrangements for a service between that point and Lima. 
Should Lufthansa Peru inaugurate such a service its operations 
would then be within connecting distance of Syndicaro Condor's 
"penetration line" in western Brazil. Some four years ago Condor 
made overtures to the Brazilian Government for a concession to 
.xtend its services westward to Tabatinga, 250 miles from 
lqui1os. At the same time the Peruvian Ambassador to Brazil 
announced that his Government would establish a corollary 
service from Lima to Ram6n Castilla, just over the frontier from 
Tabatinga. Such a lin. e would have no commercial advantages 
but would be a useful adjunct to Nazi penetration. The area it 
voould cross lies on a direct line between Rio de Janeiro and the 
Panama Canal, astride the main tributaries of the Amazon 
Riv.r. Along Juth a diagonal route from sea to sea there are many 
points where secret bases might be established. 

S~nce the ou tbreak of the war Lufthansa Peru hu had difficulty 
in obtainin_g equipment and funds from the Fatherland: its ftying 
personnel IS on reduced pay and its program of expansion has 
been retarded. But this Situation is expected by the Germans to 
correct itself before long. Before the war the company announced 
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that it would open a service betwea> Lima and Guayaquil. (Well. 
infonned sourcea have sugared that what Lufthanu moet de. 
sires a t p~t is to extend Its savic:ea up the entire c:oaat of Peru 
in order to c:h~k on the location of British wanhips.) Thit tervic:c 
would connect with Lufthansa's af!iliate Sedta, which operates 
between Guayaquil and Quito. Quito is some four and a half 
hours flight from the Panama Canal by Junkers Ju52, or little 
more than three hours by a plane with the speed of, say, the 
Focke-Wulf FW2oo. 

IBDTA 

The Sociedad Ecuadorian& de Transportes Mreos, known u 
Sedta, was organized in 1937 by a group of Gennans and Ecua­
doreans headed by the late Fritz Hammer, who, as already men­
tioned, was active in promoting German airlines in South 
America as early as 1920. He liad vision, an individualistic 
temperament and the head of a wind-tossed hawk .. He was kiUed 
in March 1938 when he flew a Sedta plane into a mountain. 

In February 1935, Hammer negotiated a tentative contract 
with the Ecuadorean Government, though more than two years 
dapsed before it was actually signed. The contract called for 
resular operations between ,Guayaquil and Quito, with unspeci­
fied extensions every five years, in rerum for which certain sub­
sidies were to be paid. In the fin&l arrangements there was a tie-up 
with a general barter deal between the Gennan and Ecuadorean 
Governments. Shortly after Hammer's death Messrs. Paul Moo ... 
meyer, director of Lufthansa's head of!ice at Rio de Janeiro, 
and Grotewold, Lufthansa representative in Argentina, descended 
upon Quito. They had just inaugurated the Lufthanu-Uoyd 
Aereo Boliviano-Condor service between Lima and Rio. In 
Quito they made certain arrangements with respect to Sedta, 
though their lint plan to absorb that company in an extension of 
the L:ufthansa service from Lima into Ecuador was not accepted 
by the Ecuadorean Government. Nevertheless, Lufthansa gatned 
control of Sedta through an equipment as-ment and by provid­
ing a subsidy from the Rio office reputed to be thirty thousand 
sucres (approximately J 2.,1oo) per month. . 

Sedta has 10 far survived more than a normal shan: of ill luck. 
Its first plane, a light .,_puaenger machine used by_Hammer on 
a photographic mission, was damap beyond repur before. the 
final signing of the concession. Early in 1938 the company ,_.ved 
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rwo single.engined Junke.rs W~·~· A few daya ~ft~ the arrival of 
rhe «condone, Hammer flew It Into a mountainSide near Quito, 
ktlhng oil on board. foollowing the eompany'a realignme.nt with 
Lufthansa, a Junkers Jup wu placed on the scheduled service 
betwcen Guayaquil ":nd Quito. Thi~ pla_ne was destroyed in 
December 1938.when 1t spun tn a t Qutto a1rdrome, causing fatal 
inj uries to co-pilot Musselberger and minor ones to the passen­
gers. It was promptly replaced by another J us2 from the Luft­
hansa pool in Brazil. In September 1939 the remaining WJ + was 
w•shed out in landing at Cuenca, and was also replaced by a Jus2 
from tlr3zil. These two tri-motored Junkers now constitute the 
comj>Ony's Acct. Sedta operates approximately 900 route miles. 
O.spite this distinctly spotty record the attitude of the Ecua­
dore•ns towards Sedta remains favorable. I ts e.lastic rate 
<tructure is not paying cash dividends, but it has built up local 
gOO<! will. Nearly fif ty percent of Sedta's passengers arc said to 
tra•·cl free, while barely ten percent pay the full tariJI'. 

Sedta is a corporation o~anized under the laws of Ecuador. 
Its total Ecuadorean capital ts said to be about J r2,ooo, and there 
is nothing to indicate that any part of this was ever paid in. 
Actual control res ts with Deutsche lufthansa th rough equip­
ment credits or loans, other subsidies and the appointmen t of 
managing and technical personnel. The Minister of National 
Ddtnse has recognized Sedta as a foreign entity despite its na­
tion•! disguise. Nevertheless, the company receives a subsidy 
from the Ecuadorean Government. The present managing direc­
tor, appointed by Lufthansa after Hammer's death, is likewise a 
Gwnan, Gustav Adolf Wachsmuth, a graduate in aviation en­
gineering from the Polytechnic School of Berlin , who spent ten 
years as a pilot with Syndicato Condor. Except for the traffic 
monoger, all the company officials and operaung personnel are 
Germons designated by l ufthansa. There are eight or ten pilots, 
co.polots and radio operators o f German nationar.ty, plus a dozen 
or so other Germans in various capacities. 

In accordance with the practice of all the German lines in 
South :\merica, Sedta emJ>foys pilots sent to it from Germa~y 
fnr p<riods of instruction. One of its pilo ts flew for Lufthansa 1n 
Ch111o , Afghanistan and Arabia, and during the four months i"'!­
me,!t.ucly preceding his transfer to Sedta he was pilot for Syndr­
Ut•• Condor on the Buenos Aires-Santiago line. Sedta's German 
P<r>tonnel is hostile to the United States. Its members have a t-
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racked Pan American-Grace Airways from the start - vocally, 
in rht press, in resolutions befo~ Cong~s and through local 
supp<>rttrs. A well-informed sourne reporu that a certain Schulte, 
tmplnyce in a bakery at Quito and reputed head of the Geatapo 
in Ecuador, p•ys substanrral sums each month to Sedra. The Ger. 
man employees of Sedta live with German families, who are 
compcnsoted in credits available in Germany. The pay of the 
Gtrll""' pi lots, formerly 'looo sucres a month (about Jr4o), hu 
betn reduced by more than half since the outbreak of war; but 
rhe pilots feel that they are working for a " cause." 

Presumably, the company's contonued operation de~nda on 
its ability to obtain funds from Germo.ny. Evidently 11 ia atill 
able to do this, thouj!h probably in restncred amounu. In any 
ease, Germany is beloeved to have substantial suma available in 
Ecuador. Sedra'a continued operation also dependa on whether 
a United States-operated service satisfac tory to the Ecuadorean• 
can be developed to take the place of the German company. 
Sinct such a service could nor earn its way, it would need financial 
support from the American Government. Thi• support would 
be rtpaid through increased hemisphere security. 

In j uly 1939 Sedta made a "good-will " fl ight from Quito to 
Bo!!otA, announcing it as the inau~ral trip of a weekJy service to 
Cofonr bia. The proposed service dod not materialize owing to the 
refusal of the Colombian Gqvernment to grant the necessary 
permission. But the announcement itself wu significant in view 
of Lufthansa's previous discussions with the Ecuadorean Govem­
mtnt relative to a northward extension of Lufthansa Peru to 
connect with Sedta's thrice-weekJy service between Guayaquil 
and Quito. Meanwhile, Sedta contonues iu endeavors to expand 
norchward into Colombia. 

Scdra recently at tempted to secu~ a eon tract from the Ecua. 
dorun Govern men t to operate a service to the Galapagos Islands. 
~uch aline could have no f>?SSible eomme~ial justification; b~t .it 
os more than a mere coincodence that the tslanda happen to he '" 
a highly strategic location off the PaciAc entrance to the Panama 
Can•l. The Government did not sign the eon trac t. Sedta ~u ~so 
betn negotiating for a concession to oP"rare a aeaplane lone rnto 
the jungles of eutern Ecuador. The Ecuadorean Army would 
find sucn a line useful for provisioning its fro~tier outposts. !f 
Setltn should obtain this concession, its operatoons would, u tn 
the case of Lufthansa Peru, be brought within easy distance of the 
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Condor " penetration line" in acstaa Brazil. Thia ia belined 110 
be Sedta's primary interest in this liae, ror it c:oulcl ICU'Cdy 
be a paying propotition, even with a aub.taatial tub.idy. The 
Lufthansa strategy undoubtedly aima at creating a aoutheut­
northwest belt line across the continent. 

AVIANCA, fOUUJLY ICADT A 

The Sociedad Colombo-Aleman& de Transportea Mreoa, called 
Scadta, was the 6rat permanent air transport opera.tion in the 
Wwern Hemisphere and one of the 6rst in all the world, and was 
the forefather o( the whole German airline network of South 
America. It was founded in 191~ by a $fOUP of ex.<lf!icers and 
pilot> (rom the German and Austrian annaes. Dr. Peter Paul von 
Bauer and Frin: Hammer, of whom we have already heard, were 
the leading spirits. H ammer was Scadta's technical director until 
the time lie left to help in the formation of Syndicato Condor. 
Under the initiative and ability of its organiz.en, Scadta thrived. 
Within a few r.ears its operations had spread all over the country, 
by land u well as by water. 

In 1931 Dr. von Bauer, who remained at the head of Scadta 
until early in 1940, aold a considerable block of ita nock to Pan 
American Airways under an arrangement whereby thia atock 
remained in his name in a form of voting trust. Von Bauer con­
tinued as managing director and the German uaJf remained with 
him. Seven of the company's twelve oflicen were Germans. 
Twenty-one of its pilots were Germans, believed to be reserve 
officers on the payroll of the German Air Ministry. They were ­
perhaps for that reaaon - willing to accept lower wages than 
pilots of other nationalities. The fifteen German flight mechanica 
were also suspected o f being trained co-pilots and reserve officer:-· 

Meanwhile there arose, both in the Uni ted States and tn 
Colo.mbia, i~c~asing concern. over ~e fact th~t . a G~rman­
domonated aorhne was operatmg within easy stnklftg diStance 
o( the Panama Canal. At the outset cHarta to "de-Germanize" 
Seadta met with little result. But in 1939 the Colombian Govern­
ment succeeded in brin~g about a merger bo:"!.::e" ~~~.an~ 
•;u. a 6onajitlt Colomlioan-llag company, and·~- nattonalozang _ 

thos new line- Aerovias Nacionalea de Colombaa, known as Ava­
~nca - by retaining the right to acquire a con~lling in~t 
'? the enterprise at an y time within ten yean of 1~ reorganaza­
uon. Avianca now operates a total of 5,175 route-males. 
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With this m~raer the airuation became IDIMWhat durer. The 
- company wuunder Pan American'• fiDucial coaaol. Ncnr. 
!heJess, •·on Bauer and hit German a..ociata remained, and 
difliculti~s were encountered in replaei"f. the German operatina 
pcnonnel. Uni ted Statea or Colombian ptlots could not take over 
[rom the German• without lint familiarizing themaelvea with 
the Scadta routea and it W&l feared that a program aimed at the 
ractual replacement of the German pilota would reault in the 
1mmediate resi&nation of all of them, thereby crippling the whole 
OIJaniu tion. The theaia wu therefore accepted that re.placement 
of the German communication• peraonnd would provtde a lufli­
cient check on the movement of aircraft to guard againat a sur­
~ attack on the Panama Canal. N~verthdeat, preuure for the 

de-Gcrmaniution" of the new company continued. 
At the end of January 1940. von Bauer finally aubmitted his 

resignation. Thia wu fallowed within amonthoreoby thereai&na. 
tions of Albut 1ictjen, elected acting preaident when von Bauer 
resigned ; Herman Kuehl, manager and •ice preaident; Wilhelm 
Schnurbusch, technical director; and ~era! othcn. (Sehnur­
busch wu reappointed in an advieory ~i~~~r a period of 
two ye&n.) But of the ~CVenty-nine or • ty an1 who had 
been connected with the company'• tee ntcal and managerial 
11alr, there atill remained a substantial numbu in the operating, 
maintenance and communications departments. 

The blinkri• against Scandinavia, the Low Countriea 
and France, with their dild~of fifth column activiriea, finally 
gave the joint guardian• of hemisphere defence serious alarm. 
On June 8, therefore, the &adta-Saco mawer wu finally ratified 
by the stockholdcn, and immediately theiufter all of Scadta'a 
Guman flight, radio and ahop penonnel still on the roll• were 
retired with 1ubatanrial bonuxa. But an approximately equal 
numbu of German oftice penonnel, induding the t:raJiic manager 
and chiefs of poe~ and ex.P'- --nee., a till remained. 

lmmediatelr after the clacharse of the pilots and techniciana, 
the German Leption at Bosod announced that no attempt 
would be made to repatriate citizens of the Reich, deapite the 
fact that nearly all of them ....,.. military reacne oftic:cn. How­
ever, Auodated Preas deapatcltea ftom Panama ~ed ~e 
departure during Augutt of eome twenty of theae men With theu 
families on a Japaneae ateamer bound for the Orient. Twenty 
more are aaid to have eacaped on board the German freighter 
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HtllolanJ which ~lipped out ol Pu.tlo Colombia oa OctDber tt 
withou t obtainint.l.!:!.!!-- ,_ me Colombia IUidlari­
riet. Some of the- 1 ,._..a ~· · ia Colombia are 
reported 10 have eettW in me apanely lied u-, ia me 
east em ,Pilrt of the country ia order 110 ta e up "farming," an 
occupauon which - ecarc:ely auilled 110 airplane piloti, mo. 
chaniCs and radiomen. Two forma- Scadta pilota, Hana HofFman 
and Fritz Herzhau-, have been conducting an untdreduled air 
transport service in thia region under the corporate name of Arco. 
These two men have been in an excellent pooition 110 aurvey 
landing 6dds in Colombia'a unpatrolled eaatern plaine, and even 
to lay ou t and stock auch fidds. Although the Colombian Govern­
ment revoked their conceaaion lut Auguat, it is reported that they 
are S«king 10 expand their activities. 

Other Gennana, formerly with Scadta, atill remain in Colombia 
engaged in various activuies. One suspects that the lut hu 
not been heard of the goodly company of Scadta alumni. 

A&llOPOITA AllO&NTINA 

Aeroposta AfRentina is an Atgentine company; its board of 
directon is one liundred pa-tent ArRentine and all its capital is 
A~ntine. lt is an oucgrowth of the ~Trench Aeropostalecompany. 
lu administrators, moat of whom are well known in Argentine 
politics, are not at all pro-Nazi or pro-Fuciat. The President and 
owner of the coml'any, Emesto Pueyrredon, belonr to o'!e. of 
Argentina's oldest families. Yet Lufthansa-Condor isrn a poamon 
to dominate Aeropoota'a policies. 

Aeroposta dates back to Octoba- 1919. Ita aervices have been 
efficiently operated and ita traffic hat ateadily impro~. At the 
present time the company is said to be on a paying buaa. In 1!136 
the Pueyrredon group took it ova- (rom the government, whrch 
had been operating the line aince its abandonm~~T Aeropoa~e 
i~ 1931. The new management ooon found i in ~nancral 
dafficulties. That wu where Lufthansa-Condor atepped rnto the 
piec.ure with ita ~.twardly attractive long-te~, pay-as-you~ 
cquapment rehabilrtation proposal. Undu thsa .cheme thft;e tn· 
motorod junkers Jus1'e were delivued to the company &g&~nat a 
minimum cash outlay. The contraCt, of course, m~ Aero­
posta's useta and future eaming1, which in t.he event of def~ult 
~ould provide the Germans with an drective :"'edae for .furtnu 
an61tration. Furthermore, it provided that •pec•fically d~rgnated 
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Gcnnan pilota uc1 tan• 1 ........ ...-,.. 1ar '-1 peri­
od~. chu German F ' 5 I - • llnia Aerupuoica'e A_ra-iciae 
pcnonnd,and thatC: 1 ...... diNctucltapaniee thimaia­
!al&n« of the planee, b ' 4'nlt ..aJar -*-uJ ill Condor', own 
thopt, until linu pe,-t W"._. ... 11111111. All a IWult o( 
these cenna Lufthanu Cmdor llu obtained a coneiderable c~qvec 
of control over the line. lnnocent-appcari"' equipment eontracta 
of this sort have conetituted one of the major we&JIOftl in Ger­
many's penetration of South AmCrican ekywaye. 

Aeroposta Argentina now opera~ approximately 1,6oo milee 
of scheduled route.. It bu for 10111e tune been~"' additional 
aubtidiud extenaiona, induding an eventual junction in the 
notthweac with the Lufthansa-alliliated Uoyd Aereo Boliviano. 
Junction is already made at Bueno. Airea with the Lufthansa. 
Condor system. ACfupuoita &lao connecta at Bueno. Airea with 
the Compailia Aeronlutica Uruguaya S. A., known u Causa, 
which operatea to Montevideo iond other poillta in Urupay. 
Call$& is a amall com2 whoec principol financial backin.g 
comea from the Su · e family, Uruguayan bankers and 
ranchers. It is eona · ercd to be a Uruguayan en terprisc, though 
under aome dearcc of German inftuencc. Ita pilota are, or have 
bcal, Gennans; ita flying equipment eonaiata of two ]unken Jus2 
seaplanes; while the teelinical aupcnriaion of these aircraft, includ. 
ing major maintenance, ie in the hands of Condor. 

THI NAZI • PAICirr LINit .WITH ID&OPI 

Fascist Italy hu long had aerial upirationt in South America; 
~~only in ~ber 1939, after a ~y period !'f ~tion, 
d1d the Ala Litton. ·a company linally maugurate 1t1 widely pub­
licized service from Rome to Rio. nu. line it operated by a 
heavily subaidizcd oof&hoot called Lince Aau Tr&niCOntinentali 
lttliane, or more brielly Lati. Ita man.,U., direetor it Bnmo 
MUIIOiini, the Ducc't-. 

The preparatory period pw ccnaia incllc:ationt u to the n ... 
~of the service which tic Italiant f.Copoeed to Jive. In Brazil 
the Ala littoria ata6, atppt o.-hly in preliminary atudiea 
and negotiation, c:omprieed tame thirty~ -t Of whom 
•ere officers of the ~ Aerocwstica. n.ey made peat ehta 
to curry Brazilian olliciu faYW with tome IUCC-. rn AJrentina 
•imi.lar eliorta were 1-~ AJorcntine opinion, ain!=C the 
Ecluopi>n, Spanith a!ld Albanian cpi80dea, hu been decidedly 
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..,1agonisric to the Fucins, despite the exiatence of aluse Italian 
dement in the population. The Algentinea were also alarmed by 
the (act that die airplanes used on Ala Littoria's survey fti~hu 
were bombardment craft- one of them even carried maclirne­
sun mountings and a coat of camoufl~. Popular indignation was 
ao arouJed ~~er the propoted we of m~lltary pilots that the Argen­
tine aurhorllles flatly refused to permrt thts phase of the program. 

Ala Littoria also acted as sales agent in South America for 
Savoia Marchetti bombardment J>lanes. It controllCli a pseudo­
Argentine air line company called La Corporaci6n Sudamericana 
de Servicios A~reos. That venture nearly came to an untimely 
end when the Department of Civil Aeronautict suspended its 
service because the company's I tali an pilota had refused to turn 
the Sudamericana J>lanes over to Argentine co-pilots at the end 
o( the first six months of operation, as prescribed in the terms of 
the concession. Shortly thUeafter Sudamericana lost ita operating 
license because of its persistent refusal to submit ita planes 
to airworthiness inapecuon and test. The license wu reinnated, 
however, when the company agreed to the government's de­
mands, and Sudamericana is ~in Rying ita Macchi planes on 
daily schedule between Montevrdeo and Buenos Aires. 

Ala Littoria's authorization to operate its transoceanic service 
as far as Argentina has not been exercited and has now lapted. 
Presumably a new permit will be sought in Lati 's name. Lati's 
Rome-te>-Rio service continues in operation, though somewhat 
irregularly. At present it is the only air service acron the South 
Atlantic, Lufthansa having suspended a t the beginning of the 
war and Air France at the end of J une 19~-· The Lati route in 
Brazil it r,Boo milea long. 

The Italian servic:e has taken the place of Lufthansa for 
aU Nazi-Fascist communication with South America. Air mail 
from South American cities to Central Europe "Via Condor­
lati" takes less time than from the same Jl?inta to New York. 
lnJtrucrions, funds and propaganda matenal for Nazi agenta in 
latin America are transmitted in this manner from Berlin. The 
planu u$Cd, convertible bombers with a cruising speed of ~t­
Ier than 220 miles per hour and a range of over 2,500 mrles, 
arc tri-morored Savoia Marchetti S83T'a, known as "G~n 
Mice:· These planes go from Rome to Rio in three days vra 

• f Of • df.cripdo. and Map of tr.audiLftcic air routa MC Ed•ud P. Wamc:r'• .. Atb11dc 
At"•.t~t'' ··Gn tO• AnA.Iat, ApriJ 19JI. 
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Sc1•ollr, Rio de qro (Spanish), ~e Cape.Verde hlands (Portu­guese) and Recofe. The Atlantoc crossong takes about nine hours. 

CONCLUSION 

This nerwork of airlines conrrolled or dominared by the Ger­m•n• anJ Italians now covers a good part of Sou th America. The Grrrnon components are integrated by the directive genius of Dcut><:he Lufrhansa, and they are coOrdinated in matrers of pro\Jaganda and public relations ":ith the general program of the 1\'iloelrnsrrosse. Through its F ascost partner, the Germans con­trol the only airway connection now operating between Europe, Mrico ond Sourh America. As for the future, the Germans are pl•nning to expand their airways in and to South America. Dr. von Baue.r is understood to be preparing such plans to be put into effect after the war. 
It need hardly be said that neither the .Present activities nor the future plans of the Axis-dominated airlones in South America are advontageous to their American competitors; nor are they compatible with our policy of hemispheric security. Several of the South American republics are becoming increasingly aware of this l•tter facr and of the threat to themselves inherent in the activi­ties of the Nazi and Fascist air transport enterprises. Yet it is not sufficient merely to be aware of the situation; prompt and ell'ec­oive measures are required. That such measures are possible is e1·idenced by the recent progren in "de-Germanizing" Scadta. All the Sourh American governments should cooperate on a policy of n:uionalizing whatever airlines under their Rags which engage in arti1·ities that are actuall{ or pote.ntiaUy subversive, and they >h.,ul.l scotch the misuse o commercial permits granted to the :\a!i and Fascist lines by cancelling them if necessary. Some progress is being made toward these ~als. In Ecuador che g•llcrnment has pennitted Pan American-Grace to extend its rouce, ;o ns ro include certain points until recently serv!'d only h~ l.ufthan<a's affiliate Sedta. In both Brazil and Argenuna, the S"' <mmenu are making concrere efforts to eliminate the employ­"""' "f non-native-born pilots by Syn~!cato Condor an~ certacn o;h<r lmes. operating under th!' Brazohan and Arg~ntone A.ags. I •n \merocan is s tepping up Its schedules to Laun Ameroc~n P• ml' 5LnU incrc.a.sing frcque.ncies o( se~ice by placin~ new au­<rJI' •I grcarer speed and range in operauon, day and mght, over 
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route< more direct than those ftown heretofore. But more remains 
to he done. 

For example, a wisely planned and coiirdinated program is 
needed fo\ the rep~aeement ~f equipment on the nation al airlines 
of the !.nun Amerrca countrtes. Many of the South American air 
carriers seriously require new aircraft, spare parts and other 
materiel which they can no longer obtain from Germany. The 
UniteJ States could well s tep into this breach. If aircraft, engines 
and accessories were to be supplied to the national airlines on 
terms no less favorable than those provided by the Lufthansa­
Junkers equipment contracts, there would be little inducement 
for the lines to revert later to German equipme.nt. We might go 
so far as to assist the national lines in liquidating these German 
contracts. In return for this, and in full coiiperation with the 
govunments concerned, the lines should be tnduced to divest 
th<mselves of all German control, or influence, and ~rsonnel. 

To accomplish all this we might have to aid in provtding trained 
flying and technical personnel for an interim period, under some 
arrangement whereby the lines would not be burdened with too 
great an increase in pay-roll expense over the cost of the present 
German stall's. We should make every effort to cooperate in 
training more Latin Americans to be competent transport pilots. 
They make excellen t aviators when properly schooled, but there is 
at present an insufficiency of experienced men to stall' the national 
lines. We can furthermore aid the airlines themselves by providing 
the local departments of civil aeronautics in some of the Latin 
American republics with ground equipment and installations on 
liberal terms, as well as technical collaboration where desired. 
The Export-Import Bank of Washington is now in a position to 
extend Its fac!lities for such purposes. . . 

In all of thta the coiiperanon of the South Amencan C;OUnrno;s 
is, quite evidently, essential. There is reason to believe iha~ thiS 
cooperation would be forthcoming, in most cases at le.ast, 1f we 
presented them with a clear and properly coordinated progra'!'· 
Such a program will, of course, cost a considerable s~m. ft Will 
need both the financial and technical backing of the Un1ted States 
Go,·unment. I t will require the support of the War. and Navy 
Departments and of the Council of National Defense m the mat­
ter of priorities on equipment and flight personnel . B':'t there can 
be .no question that it would pay bigh dividends tn terms of 
Muonal and hemispheric security. 
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i~nt&l'7 lloorp»U•• 

llr. Ooohl'U CON F'l D.E NTIA L 
BocioUro4 etorllDC tru...,Uolle of Ule reportiDC 'bull:e "" •• tollonl 

Sold to c-rcial CODCerue 
Pvollaeed ~ c-rcial ccaoeroa 

L211,000 
£35.000 

!M hd.lral a.,..,, laDle ot lew Torlr:: eol4 £10,000 1a r'Cin•l4 nerliiiC to a 

-roporUIIC 'Moak. 

Opec ...-lr::et eterUac •• ap1a qli0\14 at '4.03-1/2, traoeacUou ot \Ill 
roporUoc 'llaob wre •• toUow11 

Sold to o-roial COIICUDI 

Pvolla"4 troa co-rcla1 coao•ra• 
-o­

L 1,000 

!ho ArpaUae tr" peeo -b 41cllae4, reachiiiC a GVrtllt low ot , 2295 at 
bo a loll, •• IICillllt • 2365 a we all: IICO• 

Ia low Tori<, tho o1oeiac ratea tor tho torllp GVroaolu 1hto4 bolow were 
"!allons 

Caaadlaa dollar 
Swhe traao (c-rclal) 
Sw4hll l<ro• 
i olcll.arlt 
I4ra 
lralllliaa llllreh (fro a) 
IIUiO&Il poeo c.-. poeo 

Ia hllCiw•. u.1 ,.... upruee4 1a torae ot ..,.. GVrlll07 •• 11110h'llll4 at 
5-'J/~. Storl1111 •• alao -=ba11Ce4 at 3, '7'14-1/2. 

lo oo14 $9911,000 1a cold to tile Ollltral Jaalr:: ot ~ Bol'Ql>llo, 11hloll •• 
~ to he ...._.lr::o4 acc01111t, 

lo uw cold. IIICIIC-Dh wore reported.. 

ID Loa4oa, tile prto11 t1D4 tor 8POt aa4 torar4 ellwer wore boU. 11110haap4, 
' 1 23-3/14 u4 2H/164 roepocUnl7, "'' lJ', J. equiYillllh wore 112.41¥ aa4 112.3,, 

-
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...., aa4 ~·· ... u ' Jrtoo I• fOI'Oiea .tlnr -. ¢ •• •• 

""' tr-.-rJ'• )llftllaoo Jrtao '• '-lea .tl,.... -. aloe ·==•• u 

11 a4e o• pvoll&oO of olb• _u., •• alO,OOO -•• ...,._ .u 
sll•tr ,.._ .. .1.4\, !Ilia ooaehh4 of- ,ro<booUoa tn. torolea -leo, t• 

co..-4 .s-11"1'7• 

!!>• Bu..,. of l'llrelea u4 DollooUc c-roo r-n•4 oa llarola ~ a •s,.... 
o1 222.6oo O'QJICtt ot roflao4 .tlnr llollU. .. 1011\ 'II)' - AMrlcaa llnal Oo, X..&., 

Jt• tork, to ao _, c-otpoo ta Loo4oa. U wl.ll M H<OIIllol _, a ...Slar 

ohlp-t, uouuac to about 1100,000 OQJICoo, •• ropor\114 ao baYS., \loa ,.,., .. 

,,_, 17. 

CONFIDENTIAL 
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Dear Mr. Becr etaey, 

I enclose hereln tor 70ur 

personal and secret 1ntonution a COP1 . 
ot the l•teat report raceind trom 

London on the military a1tuat1on. 

The Honourable , 

l'•nry llor,zenthau, Jr,, 

Believe me, 

Dear Mr. Secreta!"}' , 

Very aincarely youra , 

~ 

United States Treasury, 

Waah1n:;ton, D. C. 
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l tDl. 

2 . llnal atronrt 'bollltlocl North Uullour ••-•• 

•tUr Clark oa ll&reb ht. llc*lla b1 ' -11 tlosttac 4o•ll 

llellencl \o oonuta 0-boat. "lll>Plpt• •~'- ~ pu\ 

one \ orpedo l n \o UDoaoor1~ ablp aou'b •••' or etaa oa 

l ollrQ&1'7 23rd, ahlp bYro t 1a\o tl .. •• and bal1o.o4 aaa~t, 

alao lli&h\ ot PoliPUI'J :lltth/2,\b ahe hH d t h oae &orpoclo 

out ot tour \ h e lar ... \ or j eo-., WDPah1p• eSther 

Ar.aA4o ol• •• eru1aor or ' ••J ,.\ore ol•e• deatror«P bat I 

r.to ot ah t 11 fto\ obaorncl. 

'· 
Lowoe\o1'\ on Karch Jrcl s t roop oonn r or 16 ab1pa 

t o\alltac )141 599 o R \oft8 h8a urt•e4 a t auoa. 

4 . M111\arl - Bull!l1a. 

a apor\o4 20 o.- 41•1atou 1aol u41a& 4 

a i'IIOIU'e4 8Jid } -\or1ao4 are -•1•& $ou\b tJoea 

Ro-ta. oe- \reope aroaoo4 tbo oaaullo o\ 6 potah 

8114 aortna oa \laree Mia r o11t .. \owv4e ooraa DJ_,., 

l' r o• d h ..,d otare zaaoH. Acl'f ... oo una appear \o u•o 

rMobo4 a u.ao Mui\ea. Larp -1Mra or Oo,.... \roopa 

roporto4 ta Bv.rpe 11114 ... u-o1r••• t& u1 k at v .. na. 

1 111,. a loao 1a 13}1000. 

6. / 

Regraded Uclassified



:132 

.. Ma•an 

-- fll ..... ~. -·· , ''-• ...... , .......... ._ ., .. .. 
........ _,. -...n ..... ......, -- .... _,. 
anl_..,....._ 
"· 11."" ,, !!t£9h 3rd/•Nl· 

n --.wre aat te lnduti'Sal •••'-

•' c.lo ... , ' \a eNlaer at l r .. , en1 10 w 
CbaaDel pol'tao OM B $II II en4 - ftlrllllc 

alaai.llee Pltlttar C I ·..S _, fa• a~ -

alpt atr ... t.a ,.Vel• aftP I..U. .... ,_., 

CIDa -•:r a1nftft ,..llelll17 ... ,...,.a Ulll -':bar 

........ au ot nr e1Nntt alNilalt 

•• 6L8 6!Il• 

a. llaPeh ..... -·1- ................. . 
b)' tlp\en attaelre4 laN' aero4.-, I ......, 

al-" ... ,...,.. • Uw pea$ en4 eta.ra ........ 
•• • •• All FO!CL 

......... ,., .. 1 .... ~- aftl' X... 

lbalu - er tt>te n .. 1a enr .. ,.. ...,..., 

.... ._ •••ts• u" · 'I'-... •tartel • •• 

aUt~~t. Our rtJ!iwre 4ee\"JH - -MIWI!ft t• 
...S a notbt r .,..,. ali'Qaft -llhH • 1•4lac• 

lo. 1111* et .... ....,..... .._.. ••tt.•'UI, 
a1U. ,. ... ~ - l .... r .._ ar 1••• 1• 
•1-" ~atta4 at ehllll 10 ,.....11117 ll1llit 

l.,S.s. GullUt ada .J .......... _, ..... 

l I l'RI II Ci .. eJ.IJ , .... 

u. a• uan • ,, .... hole .,.,..u_ 
....... haaa .... lfttleb 1111 ... 

• 
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I 

Blll'flllll 1 

I II '11'8 lduJaco 

1 

lie !lOW& lmell!!IU, 

CA!l:>IPP 

0 0 

l 

.. " than eo tU.e etuted bJ 

u..,eSe"7 llenlleo OcmeUna'ble .... eb1et1J 

-. -eSM•• ...-1••• 4- bJ u. r . ._ 4~ 

1-•s.- ., ft11•7 •nl••· 
Sp!i/ft!.t !R• 

All ehnrle ...... ,. IIi' ••'• 

dlalooatlen of •ppl.J ef -* taeten ... 
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SPJOIAL BULL!IIll 
llo, 31 

G-2/3657-231 

""'VPDP 

MIOI 

MILI'l'.ARY lllriiLLIOUCI DiflSIOII 
IW\ DIPARI'MDr 

Vaohington, March 5, 1941 

'l'be information contained in tbio oeriea of bulletins 
will be reotr1ctad to iteme from official oourcoo wbicb aro 
roaoonob1~ contlrmed, 

'l'bio document io boins given on approved diotributicn, 
and no additional copioo are available in tho Kilitar,r ID­
Ulllgonce Dlvloion, 'lor provloiona governln£ itt reprodnc­
Uon oeo Lotter TAG 350,05 II. I,D, (~l~) 11-li-K, 

Tll!l BIWX~l!RQUGH ALONG 'l'Jll !!1!1§1 

SOURQl! 

1.34 

Part 1 of thia bulletin io a oonoidorably reworked and 
edited tronela tlon of 0 Break1ng 'l'hroueh Aorooo tbe Mou110 River,• 
Tblo article, v ritton b;,o Lieutenant-Colonel Georg Soldan, appeared 
1o tbe P,uttcho ~. authoritative Gel'IIIUl milltar,r Journal, on 
Deceaber 6, 1940, heey effort bee boon made to diveat tho 
article of itt propog8lld1ot navor and t o lait it to ito factual 
aopocta, Part 2 ia a brio! co-ot upon tbo Kowoe operation eo 
it vao ooen !roa tho 7ronch point of viov. 'lbie coaont veo pr.­
p&red in tbe Kilitaey lntelligooco Dlvio1on, 

GO!IfMS 

l, 1 BREAKIIIG 'll!ROO!lH ACROSS Till MIUD RIVJlll" 

a. Tho Sit untion tn4 Proparetgn Htaawtt 
b. Tbe Oporotion 

2 , COMHIII'l' l'ROM Till J'RIIIOH PO!lll' Of VIlli 

• • • 
.1. •P outl1n1ns tho aonaent of tho Von 1Qo1ot colualll 1o attacbad, 

QS'l'RIOTI!) 
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1. I]!:RW!l!!) '!.'l!IIWO!! AQBQ§S '11!1 HI!SI Rl!R' 

a. Zht Sltuatioo aM Prtptptoa KeMUf·•• 

so .. yeare before tho preoent war, e certain French 

general pubUebed a caretlll. and elaborate otud¥ in whloh he ,,... 

bodied hh tbou41bte recndinc ,..thode ot ...... rare ouited to the 

border batveen O.r•Q1 aDd Luxembourg and to the ooutheuterD 

tip of ~olgiua, vhioh puohea out between !ronco and Luxe•bourc. 

Jltor coretlll. &nel7eio, he had reached t he concluoion that thio 

region, otretchin& out on both oidoo of CharleYille end in front 

of tho ~uoe, vao eo nearly unau1tod to DOYtDent of troopo on a 

large scale ae any region could be, and be baoed bla ooncluo1on 

~n d1tt1cultioo of the terrain, oepee1ally In the Zitel rac1on 

and 111 the 7oreot of Arde1111eo. 

1.35 

!hero ie a.ery raaoon tor agreeing v1th tho ganoral 1e 

opi nion, aDd, indeed, tor ocldiDg tbe.t the natural obet aclao to 1117 

operation oozriad on b7 lerge contingento of troopo are co11eiderable. 

Rool1•1ng th1e, me•bera of tho O.raan SupreDO Ooamend decided to 

copltalhe upon it in the attock of 14117 10. Tbe7 talt that thaT 

could onrooae tbe dH!icul u .. which would arhe and that tho 

lrencb Hi~b Coamand, rel;y1ns upon the ditt1cult1eo of the torra1o, 

vee certain to ba tnl<on by aurprioe. 

It 1a • teirl;y ... u lalovn tact that, heYID& flrot brol<ae 

thro~ along the tlouae, the Oor111111 J.r~ droYO a vedge otre1&ht 

thro~ the center of the ena~ e,.iao. Thio vo4ge, quickly vido­

ued, tilllllly <ienloped Into a eort of corridor ertoD<11ng tro• the 

O.r .. n border 111 a otraight Hne aero•• Luxembourg, Balciua, Prance, 

•nd all the ~ to the Sngl1oh Ohennol. Within a tev <iaT• the 

Oer-.no ga1na4 control of otratesicallT l .portant territory wbich 

bad been the center of • •b1ttered otruggle tor ~ 71aro during 

the World War and vblch t he7 hod been completely un.bla t o toke at 

that time. Arrao, Albert, end Am1eno were the key pooltiono which 

ho4 p•a.loual;y cut ott the roed to the Cbannol, but vblch nov tall 

int o &er-.n hondo. 

!hh corridor veo made a ball fro• vh1ch to carry on aD<1 

caoplet e a «fedual enc1rcle .. nt and conetantly ti&htanlng enYelop8111t 

of the etrong ZngHoh, French, and Belgian J.r•lee fit:hHng In the 

Borth of lr•~co and In Southern ~olglu.. !he enc1rcle .. nt ccnot1tuted 

a battle oo tro .. ndcuo that hlotory tailo t o record tlnf but o ruoto 

porallel tor it. 
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ObYiouoly t he i~itial attack - the adYanca t hot broke 
through t he e~111 ll~•• at the Neue lllnr - wao the iod.iepe~ooble 
proroqu1oite of naryt lllac tbet wao t o follow later. 'lo deocr ibo 
thh ottnck oo a break--through h to point out that it ""' .., 
action cr rried out only wi t h the greetoot of di fficulty, A br~ 
t hrOU4;h, re we bed occaoio~ t o dhcour i.n t he Wor ld liar, h a 
t ypo of a1llt~ry operation whicb 111orltobly cello for tbe bipot 
dou•• of c!Jlriac. It co~rhoo a whole oerioo ot octlooo whlcb 
~•t o• er lap one another oaoot bly - •ctiooo which include pene­
tration, t he actual bracklng through, exteneion, end widening tho 
gep to the right ond lett, At tho oeme time there auet be a f or­
ward attack proceeding ~ithout a moment' a looo of troedoa ot 
.. vement end a continuouo Influx of new otrength through tho 
opening torn by tho ~tteck. Failure In only one of thooo contri­
but ory actlono -.y Jeopardl&e tho ouccooo ot the ontlro break­
t hrough. 'l'he World Wer and subsequent waro - eopooiolly tbe war 
in Spain - h2u modo i t clear that qulcmeoo ot action aod the 
frctor o! aurpr lae •re 1nd1apen•able tor a aucc•aatul acti on ot 
thle tJP8. 

fhe principle of ourprloo wao ouocoootully oppliod on 
a number of occaoiono during the llorld War, but It wee impoooiblo 
to obtain real epeod with tho equipment at tho dlopoeal ot a 
Vorld War ar~. fho wor In Pol and oor.ed to llluo trate tho etfocto 
resulting from higher apeedo, but there wao otlll a quootion ao 
to whether theoe epoede would bo equally ettectlve whore tho 
eno111 wao In a pooltlon to fight back with oiailar equipment or 
whore he wao numericolly the otrongor. We could not tall t o boar 
in alnd that tho French had the aclnnt~ ot an eotablhhod t racli­
tion in mat toro ot training and strata~ and t hat they a ight be 
expected to a~pt t hoaoolves as ouccesotully eo their opponanto 
to conditione reoulting troa recent aodiflcat ion of tho .. thodo 
ot vartare . 

Conooquontly the action of Ma7 13, vbich led t o tho 
break-through elons tho Meuao, aaoumea" opoclal intoreat, In 
t~t action, for the tirat time in history, aotoritod troopo wore 
uaed exeluaiyaly tor executing a l erge-ecftle atrateg1o •oYe•en.t. 
llotoro wore not olow t o mel:o their 1118r k upon oaethodo of wagi ng 
war, 'lhoy po inted out n new way for t he co..and.or-ln-ebief, Juet 
ao rallroeda hod Ilona ln earlier dayo. '!'here roJ»ined only t be 
quoation of whlcb leader would be aoot ouccoootul in learning how 
to &Oke uoe ot tbo•: which ono voulol eoti .. te correctly oo4 
appreciate proverly the new opportunltieo ottorad by aotor o, ond 
vhlch would ho~a dorins coo~ t o teke tull advent~ of thooa 
cpportunitioo, 

QS'I'RI CTlCD 
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IIIII I ODD 

Yo -., not 41oouoo dota.llo ot orcoa.loatioa oultablo 
tor 80t orhed troopo or tboir propor ueo Ia oo•bet, t or - oro 
oU ll a t VIU". Wo.., 117, bo-r. \ bot tho wordl, •co.plehl7 
•otorhed0 no to bo tat.a H torall7, tor enrrthillfl u4 enrr­
bod7 boloaglllfl to UAih dloarl- 'b7 thooo wordl - ,.,.thor 
lnfm\1'7, uUllo1'7, ploaoor, latolllpaco, 111PJ>l7, or other Wllh -
are 11>Yed by 80\ or . 1 t 1o o ,.ll lalow tact, 80rOOYor, t hat tho 
dlotla,u1ahlag ohoractoriot lco of corta.ln 80torlaed oreonlaatl ono 
an l atluonced. to ooM utont 'b7 tho tact t hllt t a.nke conoUtuto 
part of t heir oqulpMnt, Tho duanoiono ot tho motorhed orpal­
aatlono noceoeory tor ettoctlag the break-throush alone tho Ktuoo 
vero glg611tlo; about 46,000 motor vehlcloo t ook port In thla 
act ion. If tho Yohioloo of thlo 80\ orl•ed colu.a voro opro&d out 
In o1Dglo ! Uo on tho ouo road, tboy vould oxtond fro• Coblonc 
on tho Rhlao to Konlcobors Ia kat Pruoela, It vould bo oontrU7' 
to public policy to cho 110ro dlta.lled Woratlon t hnn thlo , 

ilothlag boo occurred olnco laot May thot would tend t o 
ladlcato a 4ocroaoo In tho uee of mtor nhloloo. Loot ura voro 
oull7 replaced tro• tho tbouunda ot nh1oloo - oo•tiMa anUro 
collllllllo - thot tho IDIII;Y wo co8))1Uod t o loa'fl behind, &Dd In 
o auaber of tnot anooo It veo pooolble tor GorMD ooldlore t o tako I 
the• oYer In poolt iono wbere the English or 7ronoh bod Juot llnod 
the• up In proper ordor tor a ""rch, Just ae the lnfantry8811 , 
looklnc for somothln& ueotul, co•• t hroueh nll ortlcloo of 
equlp86nt abondonod by rotrontine onemw troopo, tho driYor aokeo 
a practice of lnopoctinc ever:r abendonod actor vehicle, for no 
matter hov badly o c~r Ia 4oowgod, thoro .Ia ueuall;r oo .. port 
vhloh .., be uood to odvant.,.. B~ttorho, oarburot oro, tiroo -
even opork !)lugo and toolo rn vorth aalvoclnc. 

!he eD~~~;Y1 1 80t or equ1pMnt cUd not pnorall7 approach 
our OVIl In quality and dureb111ty, end at t iMo It vao aotoulohlnc 
to dlocovor ,.,.., antiquated and Interior nhioleo woro uood 'b7 
tho 7rllloh J.:ntt:i, It 11 not !.apoeoiblo that owero ot t he bettor 
typos of cr.ro found wo:ro to prevent tbolr bola, requltltloned 
tor 111litU7 !)lll'))Ottll at leoet thlo 1e tho lntoronco to be drawn 
after ~inotlon of crro uood or abandon~d by refu,6eo, 

Tho Go...,. A:nq bed UJ>l• tl .. t o reod7 I toelt !or tbo 
break-through alone t ba :4ouoe , and the olx 80Dtho "-<liete17 
procod.lng oper atlono vore uaod tor preperinc troops to pertora 
their n~louo t aoko to portoctlon, Prepr.rrto17 trainla, iDYOlYod 
oo sroot a d&croo ot poyobological tonolon tor troop• \holt tho 
ardor t o crooo tho bcrdar brousht t hea a oenoe of rellat • !bo 
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Bich co ... nd, ..anvhile, bod aado a co~loto otudr of conditione 
to bo oatioipete4 ia the theetro of action, tnd o clanco et the 
aap io outticient to ehow tho croot dif!ioultioo ottondAot upoa 
tho oolutioa of eAT probl .. of offonoe otr otegy, !hero ore 8&A1 
river bedo, ooae of thea extendin& at ritbt oncleo to the direction 
of offonoivo aoveaent and othera ruDDin4 throuth deep vnllero &Dd 
territory covered vith donee foroato. The roode hove otoep cradoo 
end JDaJ17 OUM'to and llal'rov peeoqeo, 

Such dlfflcul tie a •• theae are of llllCh croater illport&Dco 
tor aotoriood or&&ni•ationo than fer foot troopo or horao-dravn 
•ohioleo, for if one aotor vehicle beco111 otalled, otuck, or 
delarod for other reeoono, the reoult ear oaoily be dlaaotrcua 
tor tho whole colwm, It tekoo onl;y a ohort tiae for a poor road 
t o becoao olo~ vith traffic, and the heavier e Yehicla io, the 
aore Ukely it ia to beco• otuck. Under ouch clrcuaatanceo 
thora 11 no turning back - often there to not onn a cb&Dce to 
turn out to one alde - and once aoucJ>t on a road, o croup of 
aotor nhicleo 1a expoaed alaoot without defenu to the octlon of 
1n1~ a1r torcee. fne eucce11 ot • tenerel a4Yence aey be 
ooriouol;y Jeopflrdbed b;y indiYlduel Dithepo, includinc thoae re-
oultlft& from friction end liiAladJuat .. nt, in on;y co.-and, but thio f 
io eepeoiall;y true in the caao at motori•od troopa, Our oppononto 
in thia war ha•e had more than one oooeoion to dlocovor the dio-
ootrouo reaulta of lndividuel aiohape. 

Tho greatoot okill in loodorohip io required tor ovor­
coalng the di!flcultlea of ai tuotione oncounterod in thlo war. 
lach moYeDent wet be carefully oalculote4, and ordera ontlcipat­
inc e•err oituntion that could poulbl;y arlee auot be ginn in 
a4Yance. 

When ailitar,r otrete£1oto vioh t o teko ad•ant~&~ ot 
nov technical develO!)OIInh, the;y 10110t ba willlnc to onrooaa 
occo~ing hnndi~o b7 tralnin& avery aan, down to tho loot 
drivtr, to the point that he bet full aootery ot technlcal detail 
ond tho oblli t;y t o combine cala and rooourcotul th1Jildnc v1 th a 
hi&h docroe of init1Pt1•e under !ira or OA1 other clrcuaatoncoo. 
!he M.ture ot their retreat ond t he condition in wbich thq lett 
tho roada ere evidonce of ~ha f • ct thet ~he ~roopo ot our eoemJ 
wore lacking in theee quali~ieo. 

AltboU«h iron diecipline during ~he morcb i o cf importance 
ot all tiaea for all troopa in ootion, ouch 4locipl1ne ia ncth1nc 
laoo than e matter of life nod denth for aotorise4 coluano. In 
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aaA7 ce••• there are ele .. nta 80Y1AS ln oppoaite dtrectlona or 
in tbe oame direction end paooin& one naot ber on tba road: tor 
ezeaple, it io often iapoooible to avoid brin&ing up part of a 
coluao f r om tbe rear to a pooition f arther forward, Juot aa it 

:139 

ia etten impoaaible to avoid mokin« Cb&ftl•• ot tbia aort in on 
infantry divioion on the march. !.en very large motori•ed organ­
ization• auot often make uae cf narrov bi~Vft11 vbero drivin« 
oide b7 oide, vbicb re~uireo particular okill to begin vith, io 
made more difficult b7 donee clouda of duot tbet riae to obacuro 
the view. Tba roada 17atom of Prance h otlll fer troa bein« 
bard-turtocod thro"8bout. 

It vao not poao ible t o elt.inate dela71 and friction 
aHogotbar durin& opnatione in Prance. In - caaeo d1fficult1u 
ouch eo theoe t rooe froa an atteapt to got at tba one~ quickl7 
and troa the fact that there vae no precedent tor uoe of a 80tor­
ioed coluan of auch ertraordin&r7 proportion•. By dint of akilled 
leed.erohip, including energetic peroonal iDternnt1on when tba 
OCCIIion deaanded it, me~bera ot tbe Oe~n coamand were able to 
preYent eerloua lnter~erence with the progreta of their operation•. 
Infor~~at1on regarding valuable new esporienco vao i ... ediately 
ptooed on to ell pertiea concerned, 

Now thot it ia oll ovor , the men who puohod the motori•ed 
advAnce along the Keuse muat be given o high moaoure of preiae. 
There ia BYery reason for aurprlae, indeed, that tbeee men were 
able to progress over such difficult terrain under eiroumotancoo 
prev&iling a t the time. I·• doin« oo, thoy corried out oporationo 
tl planDod, and tho battle vao nueceoatully completed at a tilDe 
calculotod in ad .. &nce elaoet to the do,y and the hour. 

Crleulttion involved conoideration of all Datural end 
art1fi< 1al obotaeleo, includin« tba elaborate defonoo worto tbet 
8Uit 'be o.,.rcoM and t oken. Tba Oerllftn !Ugh Coaa&Dd bed Wl­
llaited confidence in tho peDetrating power of the Dew motori•ed 
orgonioatione. Meabere of t heee unite vere giYon co~lete intor­
aatioD &a to the nature of obotacleo vhicb would eontroDt tho• 
on the Luxoabcurg and Belgien bordero. !be7 know that they vould 
encounter a first line of detonoe briotling vith lcrge pill bozeo 
and o'bataelea of e ther kinde - a deep aono extending from Liege on 
tho north to LongY1 on the south - &nd a eecon4 line of defense 
ferther to tho west, eepeciall7 in the neighborhood ot Libramont 
ond Neutcbateau. Tbey knov that eyer7 item of fortification bad 
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booll coro1Ull7 a4aptod to tho tornln, but they bad proche 1,_ 
torMUon ao to tho podtloll of bri4«oo and couroH of ntor thq 
would blln to c ro80, 

1.40 

RealhiO« thet tho oneiiiY would probobly bo abl e to 
doetroy nor~l facilitiea t or croooing nter oourooo, offlcer o 
In c~go of t ho GPrman motorlaed drive bad to ootlaot e correctly 
t ho typo Md amount of material thot would be required for 
bri<lclng, and, turthor, they hod to bo certain t het thlo •hrlal 
would bo road,v for uao b)' the moot rdYNICOd conUQgento wb1lo t ho 
ottack vao in progreoo , Provloiono voro aodo for tho pololbll i ty 
that a nuaber of roada algbt bo blow up by tho OftiJIO". A clooo 
otud,v of vqo of onrcoal~~~; obehcloo ottorod by tho Poreot of 
Ardeftllol, which otretcheo out U. front of t he Mmao, in41cat od 
cloul;y thrt the aountaina of thh oroa, with their rifted coc­
tourl, would offer -.ch difficult)', ol)>ocioll;r It they vero 
voll dofollded. Tho coamand did cot reckon without tho kcovle4«o 
that the eneJIO" hed epecially trained o bo4)' of troop•, the 
Oha•••ur• 41A£4opnes, tor duty in thie area. 

0~ couroo e careful and detailed 1tudy voo mado of 
tho problem of crooaing t ho Meuae iteelt. It vao well kcovc 
that thl1 river const ituted a continuation of t ho Mrginot Line 
proper, and thot the French blld orented 1poclol obotacl eo by 
oon1truct i ng verioua type• of detenoiYe vorke along ito bank•. 
The otretch of river north of Me•lereo eoeDod boot euited for 
a or011ing. Bridgeheado hnd been coootructod by t ho Prench noar 
Kezioro1 and Sedan - thnt io to eey, oxtenoivo defenoe vcrko ba4 
been puohed torvard froa t ho aut bank of the r!Yer ot t heoe 
poi llto - vhlle elee><here t he tort itlcetlonl, lncludlnl: two 
•tronclT developed linoo of plllboxe•, vere locote4 on the vo•t 
bank. 

t'ho fret thot the Ardennll Ccnal oxt onde4 oouthvard 
froa the Meuoo 1\JU;eated croulng ot both oldeo of Mosiereo for 
t ho purpooe of avoiding croo1ing both the riYer and the canal. 
Tho location of t he cfnal, boweTer, vculd han cau•e4 the attack 
to awerve tovorda the oouth, vhereeo t he «•noral direction of 
thl aoYement vao to be tovcrdo the we1t. It aeoaed fairly 
cl>Yiou1, then, that the better plon vould be to croo• in tho 
neighborhood ot Donchery and Brzeillo1, eopecially oineo tho 
northward curve or the Meuoe River between t hooe pointe would 
otter a number ot adYMt ngea. 
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O.o14u aUollo OUch u tbooo .,.ro ot tr-Ddou t.­
port..,oo, but tbo tlul dooio1oa i11 o~Cib iDohiiCio woo .uo 011 

1.4.1 

•h• bloio of ooll4it1ono ao thoy d ... loped ~ilo oporotiono ac­
t ually wore ill proKr•••· Vboro aot orioed oolu.ao are uood 
otrateg o011not be dnol opod 0111 .., .. ot a u .. durioc ope~aUoae , 
oDd t hor o aro oYen fever corteintieo th*ll i11 other t ypoo ot 
vartoro. 011oo ~ oolumo otorto rollin<, thoro it oli &bt ch*lloo 
ot ohloldoc ito opood and ao•ntWI. 

In tho caoe of the l<leuoo, thoro ""' toro14£blo oppoo1-
tioD to bo reckoned vith, for the otrooc ProDDb torceo .,.,. 
prOY1dod v1t h aotor •'lU1I>•Dt for tho purpooo ot dofon41oc t hl 
lleuoo Seotor. fbi question ""' vhothor they vould puah torwai-4 
1D 111 otteoo1n beyoll4 tho Mouoo *"d throw thoMolYOo h<la tbo 
br1dcohoodo ecrooo the path of tho odnDcioc Oor•" troopo, 
or vbother thly vould rote1D the dofoDOho oll4 dopaod pr1au1}T 
011 tho riYor itself ao en obotPclo. !be Oor1111 co-.eDd bad to 
bo preperod for either OYOIItuolity. 

It J'rench oteff otticero were follov1oc the t eochinp 
ot a111tory b1otory, they ~isht hfyo expeCitod en ene=r or~ to 
force ito vay rcrooa tho riYer oYOD in the taco of por!ootly 
oond1t1ono4 dofonaiYo cont1nsonto, but only otter i t bad co.­
plotod extoneive preperrtory opero.U ono - oopooinlly tho brioc1ns 
up of etrong artillery. It, on the other band, they wer e pro­
coed1DC on the signa of tho tiaoe, t hey aiaht baYo rea11•ed 
tN!t tlul uoe of an obot Lclo ouch ea tho Meute could .. a11y be 
4u&erouo and that oofet;r ro11uired the• to a4nnco , ti(!htills 
asr,reooiYoly tor the line of the riTer, 

Tho aotor nb1clo, vbooe ulti•to To.lue 1o porhapo 
ot111 oubJect to e desroe of doubt, voo not tho only nov 111-
ot~t of warfare t o bl t aken into conoidoration. The !trot 
ho1t 7oor of tho present ver lett no poooible <~U~Otion ao to 
oYorvbobiDC iaporta.ace of the oircratt weapon, oll4 1t thoro bu 
boon a obense in aethodo of wart oro, tho dnelopout oll4 uoe of 
aircraft baYe been the sreateet t aotoro ill pro4uciDC it. Aerial 
lrao, eoido froa the tact that they forD 11 now and Yitolly '­
portant branch of voapooo, baTI ioportod full otrikiDC force to 
troopo upon tho groull4. Thio truth appl1oo abon all to the 
motorl&od orcani•otion, for vhon l t lo uood in cooperation v1tb 
aircraft, aotor Joino ootor, and epoed7 sround IOVOCIOnt 1o 
COYirod b;y a rapidly 80Ting curtain of tho ot roft60•t ccnco1Tablo 
art1ller;r help. The air are io oepAblo of daatroying at a 
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., .... , '• AOUce ~bing thot ait;ht tond to obotruct tore .. od­
YoAOiO« Oil t he UOWld, 

1.42 

Cooperation between alr toroea and motorized unite eent 
fl«dnot the l'renoh along the lleuoe illuetr&ted the nev and de­
c1o1Ye oolut1on to a probl.e11 - a eolut1on upon vbich t>eey tD111tary 
oucceooeo vill depend hereafter, Tbio oolut ion, like ell tho 
othero, had been roached in ndvnnce by tho Germp~ High Command, 

b. Tho Operation 

The break- through ot tho 80torised cclUIDI1o under •he 
coS..nd or General Yon Kleist, vitb Colonel Zeit l er eo Cb1et of 
tbe Sto.t!, vao in a sense the tirot ott«- of tba braolc-through 
of an entire aray gr<nq~ under the coaueod of Oeneraloberst ..-on 
llulldotedt, with O..neral YOn Sodenotern •• Chief or Stat!. This 
initiol aoYaiiOnt penetrated otroisht throusb eneaJ position• &Ad 
to tbe Channel coast. Tho lnet phooeo of the 80YetDent completed 
encirclement o! en~ erlliee in control of oouthern Belgium and 
northern France. lAPemuch aa the actiona ot tbe motorized 
columno took plece f pr ~bead o! intontry pol1t1ona, t hey ware 
oupertioially comperrble to operctions carried on in 1914 by the 
conlry, 

Tbere 1a & tendency novodoyo to r egard 110torhod 
columna eo a t ype of modern crv~lry . AlthOUGh tbe cavalry unite 
uoed by l'reder1ck the Groat are oomowluot COifl!l&rOblo to tDOtorhed 
unita in t heir yoaaeaaion of etrildtl& po"for, tboae uaed during 
tho early pert of t he 11orld Vr~ are not comparable in either 
atre~h or manner of ~loyment. tn CAY event, the motorized 
column o! our day poaaosoea a fit;bting quality of ita o"" - o 
quality of otrengtb vhicb enable• it t o fisbt and v1n battles 
1D coll])lete detacbaent froa all otber GJ'OUild troops. In tb1o 
respect it rilao tsz abo•• the le•al of CI>Yalry of earlier dayo. 
lto effeotiyeneoa deriYeo fro• t be fact tbtt it io deai~ed to 
co.orehend all types of weapon• withln lta own orcenizetion; 
that ito .ability and speed odd ~rufttly to the effect of tbeoe 
wea"Oone and t bat it makea uae of the t ank, " weapon vh1ch, con­
lidored'alone perhaps comes nearer tnrn on¥ other to Juot1ty1nt; 
the expreaeio~, 'modern cavalry." The tank'• aetonleh1ng striking 
power, however, is due very largely to 1nt1aate cooperation with 
aircraft weapons. 

All in all , t hen, tbe •otorl•ed column oonatltuteo a 
otrictly nov t ype of organ1•ation, one thnt belons& distinctly 
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to our era. In lh power to cronh a tn>e of luc1eroh1p all 1\e 
ow, howner, I~ baa a abaracterhUo Ia co-a with t he cnall'J. 
One could har4ly conceive ot oucceeeoe ouch ae ~hoee of Pre4arlok 
~be Oree~ vl~hout tbl~iDG ct gree~ coYalry l eeder o ouch •• 
Zieten Nld Seycl.Ut&. Similarly, rocent oucceoo of ectorhed 
ooluooo, eapeolally thooo wi~b tonk orcantaatlono, would be 
Inconceivable without men ot keen porooptlon In pooltlono of 
loedorehlp - men who know how to obtain by quick action all the 
odnnt&Gee Inherent In tho nature of their woapone. 

the tact t hat our new •otor 11rrloea, lUte our a.lr 
force, hPYe been bleaaed with excellent leaderahlp __, aeeount 
Ill the laat aoolyaio for the sroct IUCCOieae they bovo attained. 

'lhe oplrlt ebovn b;r t ho 110torhed colWIII which partici­
pated 1o tho l~uoo break-through Ia ex~llfied io ito execution 
of an order of the do;r ioouod by Geoerl\l TOG lloht 1o::>odiatol;r 
before tho bO«tnoiog of operatiooe: 

0 Thia aide t he Keuoo River there can be oo 
root or holt for e man of thlo column. The orgen­
ioation must edvence ~ and olgbt without otopping, 
without looking right or lett, •ad without l'iolding 
for a ecment Ita celm control , Tho only way for ua 
to c•rry out our ordero \o to trko full lldvaotago 
of tho eno~'• eu~rloe ftDd tho dlaorder of hie 
' ooitlono for the ~ooa ot puttlnc aome of our 
detnclu.lenta "crooo the lleuoe qulck}y. Our loaaeo 
will be om.ller It we do not allow t ho enem, time 
to got bia beeringo and make plene for dofonoe .• 

Tho forward !)l unge doanded of the col\11111 vao volco•d 
by General Guderian, co.....,der In cbarso of tho flrot van of 
attack, who lwo tho te2ler8110nt of a Ziotoo. Called upon to 
locd a eo•bl~tloo of unprecedeotod otroogtb, lncludiag 80torilod 
troope aod tank organl•atioao, be wao without ~ootlon tho officer 
beet ouitod tor thia co..,..nd. Long before t be wo.r be bod taken 
ao lll!>ortant "art in the toi'IIID.t\On of tonk organhatlono, end 
during the 0..;.pa1go ill PolPnd be bad reoe!Ted tho Rltteryouz 
~ Bloornon ~ !or bio srett leaderohlp In t•Dk combat. He 
hl\d played en tmportent part in maldng proparctlono for the adnnoo 
upon tho Kouaa. Ptghtllljl by hie aide wao Lieutea.nt General 
Reinhardt, who bed alto received the Rlttoryruz tor loaderobip 
ot motorioed units in Poland, 
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At ~130 A,M, on MaJ 10 the von llelat column stood at 
the Luxe•bourg border, poiaed tor the odv•nco, which was t o be 
effect ed In a aeries of vrves, Somo ide8 of tho depth of the 
tor~~~&tloo. 1o obtol ned from tho toot that ••en of the loot wave 
wore atill on Gerlll&l1 soil when t ho foremoat wove be.d oucceostully 
forced It• way ncr ooa t he Meuoo River, 

Speciall y cre£t ed reconanlaaonca datachmento crosood 
the border without reaiatnnce at 6135 to diopooe of concreto 
obotecloo which hod been placed on the rood. 'l'heae obotacloo 
wore brldeed by platforms which had bean doo!gnad for tho purpose , 
•Inca demolit ion b~ exploalon would have InJured tho roads and 
c roulnga. Within two hours enrything w o rec.dy tor the edTat~co 
ot t he flret vave . 

'!'he colWM crossed Luxeabourc quickly, o.nd It did aot 
hoai t ata before the outer Belc!nn dotenoa •one. ~he Belg!eno 
had not foreseen such ra~!d and deterained procreaa . •Looking 
neither to the right nor to the lett,• the Gerarn troops took 
edvnntcge of the Belglen Ar=Y 1 1 eurpriee, and eoon every trace 
ot retietonce hod been beaten down. Our alr toroee ~rovided 
effective ertlllery eupport vherover lt wea needed. · 

In a,tte of quick nnd a t ordy ~rogrooo , It proved ! m­
pooeible to attain tho goal oct tor t ho ~y. Original pl ano 
celled for penetrating the oocond r.one of dofonoe along tho 
llno Libromont-J•utchatoeu- V!rton , where diffic~ltleo were 
expected to be greeter then ct the tlrat line of defense. Theoe 
plan•. ho~ever. had t o be modified becruae or Qinor breekdovn• 
&nd unovo1d&ble friction, end vhen •• en1ne arrived, the zo•t 
rdvr nced aectlona of the !!rat w•ve hod •~•~cod only a little 
beyond t be Belgien frontier •t Roll~nr,o end Karteltnge, nnd, 
furtbor aoutb, to e point woot o f Arlon !u tho neighborhood of 
!!achy, 

'l'hnt eyening it oeomed alaoot •• though the odventacoa 
loheront in the factor of o~rpriao would be l oat for the remainder 
ot the advance . According to air pnt rol re~rtG, e strong ene_, 
tonk detachment had been observed in tront of the left tlenlc at 
O~risnan, on the near aide of the llo~ee R!Yor , Md eimlls.r do­
t~chmenta had b"''n advencing trom Longvy and lfontMedy. Since 
n lett flank counter at tack upon Oonero.l Guderian ' • col umn at 
th!o point , if favored by t ho nature of the terrain , might cause 
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clelq or other clif!lculty, \M col- .,., orclare4 to take eftec­
Un ooWI\er .. eouree, 1nclll4iQ( .., aUaolt upo11 acaiiQ" han U' 
~hoy ehculd nd.,..nce. 1'he next aornine, ho,.....er, \t """ dh­
co~ered thf\ the entire report had \toll •ia\akon, 

The ad~ence ~rooeeded UAdietur\ed, \boll, towarcla pooi­
ticne on \he Ll\rlllOOnt 1111e. :ln17thing 11 ill doubt while an 
action i o in pr ogreso, end undertakineo which o\ flrot oeea 
perUcularly dU'flcult are often found Y0'7 eeo7 when the actual 
atUIIIpt h meda to carry \hu thro~. Va !oWid thia parUculo.rl)' 
true whe11, on \he eecond dq of tho adY..,ce, i\ \ec...., necoooer)' 
to open '" defile at lleutcheteau. ~elloral ~0.11 neht1 o 
original ordera \o eurround \hie defile could not \8 c.rried out 
becauoo of \he ditficultieo of \ha foru\ terrain, but aa U 
Mpponed there we no need for \ he ancirol....,n\, A tulr unH 
aatlng a quick athclc etrd~:bt ahaod wae able to telra poesaoo-
ion of the defile without treat d\fficul~y. 

It -.e easier \hen officer• bad anticipated to drive 
through the Libr&JDOnt poeitlon !rom one end t o onotber, e.nd 
Oer .. ll troope were aoon appro•ohing the Seaole Sector. Charac­
~ericed by deep cuts in the ~ound, denee foreeta, 111d strong 
fortifioatione, thie sector conatituted a diear,re68\lo o\ataole, 
And, above ell, tho ene~ 1 e r eeiatnnce had become more and 11ore 
detol'lllined. 1'he aTal011che o! OerlliL\11 •o~or care WI\O oppooed 11ow 
not 01117 by the Belgian Cbl!uoura d 1Ardennot, but abo by con­
u..,euta of the French Arf111/. It ..... l011rned l ater that Wli to 
ot mou~~ted S~ie •~d two aotori•od rrenob ot~alry clivieiono 
had t oken p~\ in tho rtoiotonce at t hie poi nt. 

On tho Geraen Bide there ware, at tblo tllle of all 
tl•e, certtin ll1ternal ditficulUee to onroo110. Conliderable 
portioao ot the toreaoet wa•e had loet ~~luable tiao ao a reonlt 
ot road bleet1ngo, \ut durin« theoe orltioal DOaento eeaiotence 
fl'OD aircraft Y&l eenorouol)' provided, DlY8 boabero fl~ 
theaeel•o• upo11 the eneay end opened the v&J tor coUIItleoo 
DOtor ~ohioleo melring their -., throuth the toreeted re«ion of 
billa and DOWitaine. Cere.tnlly troinod drhero aA4a en excellent 
ehow1 Q6, altho~ thie vee t heir tiret reell7 eer1oue tryout, 
Before ni6ht!hll of May 11 one o! the tanlc di~1elona bad puabtd 
ohood oo tar ae Bouillon, end by noon the following doy General 
Guderian bed taken, in addition, =any ot the doflloo which la:r 
ahoad, Behind b1a other detocb&eato were puebing forward on a 
br oad front thrOUj!b the t.rclennoo, ~rouP• of the OMnour• 
41fr4eppea, aa well na ~ahl• and vhite Pr•~ch troope, v•r • 
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call6bt Mlting holeted ett~h a\ raaht41J1Ca IJl4 tl')'iDC to 
oooape froa tho aoua\alAo. 

:87 the 1Tel11nt; of 14o.:r l2, a 1111111ber of Oe...,. 80\or­
oyole oharpohootera had adva11oed to the toutharll edt;e of the 
IIOUIIhin r&llge, trora which the;y could look do"" upon tho valltoT 
ot tha lleuoe. Abo.e them in the foret t tlrod Oerraa~~ ooldioro 
were taking a abort reot. Porto of the 1111 odvuced .,..,.., bed 
progreoaed ao tar ao the reston of Libr &80nt, while othera were 
cloai04 in 011 the l1<te ot detenae ot llollenge . 'l'ho 80t or1zed 
colum, hov..,.r , a till extended all tho ""7 back to 0ei'IIOJI7, IJl4 
at prociaol:r that tt.o 0111 of ita d1via1ona vaa bei04 l illed up 
at llnwied, 110rth of Coblenh. 

l"ranoh tl1ero .ada an aUIIIJ)t upon t he life of General 
0\ldorlan at hia heedquartera, IJl4 the loador waa collj)elled b)' 
e roin of boaba to aon to NIOther pooition. 'l'hlo, too, wu a 
11ev kind of 41ft1oult:r - 0111 which had not ezioted before the 
dqo of aotorhation, 'l'he battle 1011e nov included the heod­
quarhra of oomo of the hit;heot of the coalllllnda in the field. 

At otoff headquarters for the column, General von 
Kleiot and hie Chief of Stoff reviewed vitb great eatief~tion 
the rooulto ot the advance no reportod the evening of ~ 12, 
~be proa,tne oe of the conqueot of the Seaoio Sector made up 
for tiae loot on t he tiret dr;y of operfttione, r11d nov tho b&llko 
ot the Heuoo lq within reech. !ho raoaeot bad arrhed tor per­
tora1"4 t he -.Jor taok - tho t&ak to which all preceding opera­
tiona Yer.e an 1.1t.roduct lon. 

If t he att-t vera wda 011 llq l:S, the c- would 
ha'OI to forego the advrJ>te~ of uoiac oquipaent and troopo that 
would loter becoae available troa the aeco11d vne of ~dvance, 
tnd it would not hrve an OJI!>Ortunitr to 8eka the tTP• of pre­
porttiolla t~t bad alvqo bean conoidered 11ldiape11aable tor auoh 
an operatioll. It would 11ot eve11 be oble t o bri04 heav;r trtillel')' 
forward over the difficult terroin quictl1 enough tor uoe. In 
apite of t ho handieapo attendant upon iaaediate attock, bovovor, 
it waa roalhed thrt beaibUon ani! dolq would reault in 41e­
lnioh1"4 the teeter ot aurprioo - a factor of sroat conaeque.noa 
in the aituation. The dacialon vao not eear to aoke, but auc­
oeaooa achieved tbue t .. r otrangthenod oontidenoo, and t he attack 
vae ordered tor ;~ l:S, 
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Diu-ins tho moraine Oenoru Oud.orit.A aoYed to poinh 
on tho Hou .. at Doncho1'7 and. oeot of So4an, aDd at 110011 our d r­
croft otartod. e oyotomatic bombardment of tho onoar' • dofonoi•• 
vorkl in accordance with a plon made vith Oenarol Sporrlo, tho 
comoanding officer of tho flyins forcoo, Hundrode of airplanoo 
attacked tho enemy ceaooloeoly for o period of tour houre, and 
under tho protection of this bombrrdment, tho advPncing detach­
monte ardo their way el oeo t o tho bonko of tho river, e&r1'71QS 
vi t h thaD whatever oquipDOnt they would need for tho crooeins. 
Tho crtillory, meanwhile, worked itt way towardo tho front . 

Tho deriJ>& leap acro11 the otroaa boson at 4 P ,II, 
when tho firot paatc'titie floato and. forrioo puohod off from tho 
b•nl<. !be Co:uoand.er-in-Cbiof of tho whole &rll1 sroup, 
Gonoraloborot •on lb.Uldotodt, vot chod in poroon hie coen1 o attupt 
to rooeh tho vest bank of tho ri•or. 

There 1o no ouch thins •• eoaplotolJ' annl.hUating an 
onoD7 pooit ion either by ertillory tiro or by tho moot offocti•o 
bombing otte.clt, especially if tho onoJIII' are able - eo they voro 
in thia inatanee - to teke cover in numeroua ~rotective worke. 
It veo not lons, then, before our bottorioo, ~ing en effort 
to p ick out targeta ae they croeeed the atree•, ctee under 
~chine gun fire from t he one~ ' • pillboxes. Thooo critical 
~omenta vere of relatively abort durat1one, but they eeemed an 
ego to tho Don making the croooing, 

Conoral Guderian\~ tttompt at croooing vao oucceoetul 
at Gloiro ot Villette, Plthough incroooingly otrons artillery 
tiro, eo,.. of vhieh vao from guno of hea•y calibre, made tho 
operation difficult. Croooingo voro aloo modo farther aouthaaot 
at Sedan end aorth of Bazeilleo, but on the ot her eldo of 
Bazoilleo eucceaatul opere t lone vera pr .. ented by effeeti•o fire 
ecoloot tho flank of t he detechaonta ~kiDS the atto~t. froopo 
vho upected to gc over at Donebery could not do oo; they vent 
acrooo later at Gleire et VIllette tnd c•pt ured Donchery by 
approechins elo~ t he b•nk froa tho eoot. 

Lieutenant Generol Reinhardt had et the eemo time 
forced hia vay over tho river ot Monthermo, although sroat 
dlfficultioa offered by the wooded terrain modo it impoaoiblo to 
bring u~ more than a feeble force. Tho croaolna vAa eucceaatul, 
ne•artheleaa. Advpncing troopo were elco oblo to got control 
of the voet btnk at a ~int north of (~>rleville, moving torvard 
in a direction that offered ed•nntegae tor acti•o opor&t iono. 
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Taken all in al l, tho·~·· deriac enterpri oo of Mo7 

13 had been ouoceootul, Tho l pood end dotoraination with which 

tho Ger..,. J.r-:t ooho4 \QX>A ito adYOJit~o and tha 1Dtonool7 

depreuiog eff ect of otroog air attaoko co•blnod to dhable tho 

one~ to tho point thot he could not prof it from tho difflcultieo 

encountere.d by the GerMna tn croaatng the r1Yer. ~ troop• 

oueeeodod In cro~tiuc br ldgohoado at ~ ~Iota rnd lD lDer .. alac 

their otrength hoa hour to hour, 

It ~•• eloarl7 uodort tood t hat t ho outeoae of tho effort 

would not be finally 4aeldo4 until tho following 4&7, but t bo 

French woul d now hove t o f oeo tho t •ok of throvln& t ho Goraao 

!orcoo b,Ck over the river. Since they would pr obably brine up 

fresh troopa for that purpoee, the •on lleiet eoluao muat aa1n 

ground otrallht Ahead, but only dter 1t hid eotrblhhod t ectl­

oally tho eucceeeee it bed elrendy grlnod end developed thea to 

a point whore it would be ponible to exploit thea otrotegicoll7. 

In otlwr worda, thq wet aaaure freed.olll ot IIOYe.o:ent for troop• 

eomlog up behind thea and pueb brldgoboedo well ohood of tho 

banka ot the river. Acco~liohllent ot theoe enda woo oot Soln 

to lead to actual co•b• t durin& tbe couru of the next de,y. 

On lla7 14 General Oudorlon one! hie troopo odYoneed 

oouthvard to a region ooet ot tho J.rdonnot Oanol !or tbe purpooe 

ot maklot; hlo cro .. l ng plecoo 11curo by getting control of tho 

big)! ground ot Stonno. Ao he had expected, ha E1et vi tb " count er 

attack oupport od by otrong one~ tonk forceo, but he qui ckly 

turned the encounter in faYor of German troope. Tbia occea1on 

IMide tho mper1or1ty of our tonk equlpaent otr1kin&l7 obYiouo; 

the Prencb attrck vao beaten back coaplotel7 and 3000 prloonoro 

vere taken. The Omicourt Pnd MalaJ pDaaagea acroae the Ardenne• 

Canal toll Into Oer snn honda before tho l!'ronoh hod h8d an oppor­

tunity t o dootr~ the•. On tho oeae dny l!'roncb troopo voro forced 

acrooo tho canal towardo tho voot e.nd the rl&ht win& of our troopo 

reached Fl izo. Thuo r beginning hod already been erda towardo 

enveloping CharloTillo fro• the oouth. Thio operation wao oxo~••d 

pertoctl7 by General Ou.clorlan, and 1t oerYOd incidontal17 to offer 

protection tor work on ~ bridge ~crooo the river at Donchery. ~~ 

ploneoro wore cble to co~lete work on the brlclge before •idnlgbt . 

Leaa a,ectaculul.y wucceaaf\11 va• the ouc.coae ot the 

effort of foroea adY~nc1ng aouthw1rd on the etat of the canal to­

warda Stonno. They did not oucceod In throwing book and dootroylnc 

tho one_, un U 1 Kay 115. 
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... , 
!abe ill ia all, tboo ...,.,, darlac ••tUJII'lM of llo;r 

13 ba4 beoa IUOCIIIt'cll, !be l)lee4 ea4 UtenlaoUoa wl\11 Wllloll 
tboo O.rMA U., 11heol ..,. ito a4Taataceo u4 tboo iatoual;r 
4oproulac effect of etroac air a\taob oo•blao4 to 4laable \boo 
•~•Ill' to tbe polat tbet he ooul4 aot protlt froe tbe d1tt1oultlee 
enoouatore4 117 tbe O.r•aa la oroulac the rlYer, ~ troopo 
ouoo .. 4ad in oreeUoc brlol«ehoa4o at MQJ poloto tad. ia tacraulac 
their otreocth fro• hour to hour. 

It _, olaarl)o UD4arotoo4 thet the outco• of the attort 
""ul4 aot ba fiaall)o daoi4e4 uatU tbe tollowlac 4&.7, wt the 
Preach would aow ..,.,. to fllel tbe took ot throwlac the 0...­
torou b#oll: OTI.r tbe rlYer. Siace thq would probabl)o brlq up 
frllh troopo for that JN!'POII, the TOD neht 001- ... , pia 
poua4 otrai&llt ahea4, btlt oal)o cttor U htd .. ttblllhe4 teeU­
call)o the IUOOIIOIO it hd 1lr184;r plDM ea4 4eftlope4 the8 to 
a polat wlwlre it ""uld be poooible to explo~t th .. otretecicall)o. 
hi other wor4a, thq .uet aeoure trae4o• of IOT&MDt tor troopo 
ooalac liJl behlad thea aD4 ~h brtqehee4o well ohee4 of the 
beali:o of the riTir. .Acoo.,lbhMAt ot tbeoe ea4o wao ee»ala 
to laa4 to actual ooabet duri~~t; the oour11 of the aaxt 4a.J. 

Oa lla;r 14 O.JMral Cluderiea ead hie t roopo dftaoe4 
ooutbwar4 to a regloa 11ot of the ArdlftAII Oaaal tor the purpooe 
ot IIOII:illf> hlo orooolq place I oecure 117 cot tlac ooatrol of the 
11lc)l grouad et Stoaae. .U be he4 expeote4, hi .. , wlth a eoUDter 
attack o~;oorte4 b;r otroDfl enee;r tt.oll: toroeo , but be quioll:l)o 
turoe4 tbe enooUDtor ia ft.Tor ot O.raaa troop a. Tbll oee.tloa 
aa4e the Ol!Jllriorlt;r of our taoll: equipMot otriklncl:r obwloue; 
the Preach atttck wao beataa baoll: couplotol;r 8D4 3000 prioonero 
were tan... The Oatcourt oa4 Nal.oit" peoaace• acrooa tho Ardaaeo 
Caaal fell ll>to o......, bloa4a before tho l'reaoll he4 hid ea oppor­
tu..lt:r t o dutr01 thea. 0, tho liM 4q Prueh troop• were forc:M 
ecrooo the eeaal tcwar4a tho Wilt aa4 the r l&llt w1ac of our troope 
raoohed niu. 'rima ._ beciiiAiiiC 1>114 alrea47 blea .,do towards 
IDTiloplac Cbarlnlllo fro8 the oouth. Tbb operaUo" "'" ~ 
portect17 b;r Oeural Cluderlaa, aa4 1\ oorTI4 1aol41Atall;r to offer 
proteotlo" tor work oil c briqe aero eo tho rlYor at lloaohor;r. Tho 
pto.,oero were $ble to eo.,lah work oa tho brl~ blfora a141ltpt. 

Leoo epocts.oulo.rlf ouoooootul wao the outoo• of tho 
effort of torcu adTBnclllt; eouthwo.rd oa the eott of the oaaal to­
wardt Bto...... Thl;r did aot eucoae4 1" throwlac baoll: aa4 deotro;rlQC 
tho lllllll' UDUl Mq 15, 
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tho 41tflC'IIl\ aatvo of \ho for .. t tollTIIlo •• oUU 
o 10\IJ'CI of trouble \o \roopo ua4er t.huh,..llt Choural llelllbari\ 
vbc hjod forced blo ..., oorooo tho llouoo ot llollthor•, ell4 ' 
on o\toapt to vldo11 tho brldcohoa4 at thot polot veo UliiUllcooo­
tul. BtroD« oD~ roolotanco pr.-ontod a croooloc at lou1011 • 
. 1.\ lut t.lou._,t Oo11eral llelDbllrdt dotol'lllu4 tc 'DWih •hoa4 
v1tb hllko troa lloDthor~o>~ ln tho dlrocUoll of Arruu, an4 
ap.l11 tho OUJ)erlor1t7 of tho OorMll tallk voapoD voo otr1klD«l7 
doaoootrated. Tbo lreoch Slot Di•loioD veo beatoD to tho 
:point of lllll1h1latlon, and vith full opood, tho Ool'lllll taJIIto 
throv tho lrench back end roachod tbo nols)>borbcod of Llarl, 
about 60 klloaetoro voot of CharlOYlllo, in an unlntorrUJ)tOd 
a4•anoe. 

!luriD« the Del<t tvo 417• a bitter all4 excltlDC ..,_ 
counter, lo vhlch taJIIt vu plttod aplnot tallk, occurre4 lo 
tho territor)' in f r ont of the lieuoe , ond durloc lto cOW' .. tho 
IUJ>Orlorlt7 of Ger~ techniecl llDd tacticol leaderohip be­
caao eYidont. A lloe runniD« epprox1Mhl)' throus)> VorYloo, 
Rothol, ODd Stonno vao rorched on ICo7 16. 1'hua r tr-ndouo 
brldj;ehoa4 vee creetod, and tho Yon noht colllllft hd ouccooo­
full)' executed 1h ordora. ~1\o opoD1114 bed boon made, and 1t 
nov remained onl)' to driye tho vedsl turtber. 

Prompt conquest of diot~nceo and otrlklog pover 
ouff1C1l1Dt to onnibllote tho onoaJ voro cheractor1ot1o of tho 
aclYanco froa tho Gel'll&ll border throus)> tho Bolg1•n tortlflod 
&ODII and the Poreat ot Ardenne•, acroee \be J•u•• Ri•er, an4 
up to t bo polot vhero a ooctioo of tho NegiDot LiDo vao en­
countered ell4 bettered to piocoo. Io thei r oDt lrot)', tbooo 
opor eUoDo took oca.reol)' a vook1 o tiM but daaoDatretod full)', 
altbcus)> tor tbo flrot UM, t ho ~rlor coabot povor of t ho 
aotorhod eol\UID u donloped b7 tho OorMll J.nt/. fho7 
coapr hod tbo first lar«<t-acalo coabo.t b)' aotorhod orgul.sotlou 
aupportod b)' tenll:o, l'nd for t bla foot 1!10111 tbo7 doaerYo a opec-
1al placo in tho blotoey of v~~rta.re. 

lleprdod "" a pheoo of tbo conorel operatloo.o, tho 
Kouao bro~throus)> voo the doc1a1Yo oot loD of tho ca.pe1CO 
•plnat lraDce. An incoaperabl7 quick oohuro of territOr)' 
wae crrrlod out vlth enor~ outtlolont to OYorcoae ell 
Important obotacleo, includlnc t ho extooolYo tort lf1cat1ono 
Of tho Belgl OD and the lrencb bordoro. thoro are fov •111-
tnzy actiono co~erable to thlo edYance lo darlQS, It con­
otltutod tho be&innlD« of tho YOn lle1et colu.o'o Yictoriouo 
aarch to tho Chlllllel coaot, tho openl D« for tho vodsO vhlch 
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YOD Jlwl4o\ed~ 1 o an;y CJ'OIIp VoYe t bro.aci> \ be J'reDOh and .. , 
u4 ~be oris1A of ~be crea\ t eataala vbioh ax\ eaded towrda t be 
10\l\h and brO\lll:ht CD ~be llattla Of n&Ddare, 

Duri as ~be action t he s r ou;p of U'lliea bllilt u;p a • .., 
front acoino t Sout hern Prance, prot eotlns i t a lef~ f l ank vbila 
it oono~antly broU(!h~ forvard det aohaenta vbloh had been let\ 
in the rear. f ha new f r ont reoted es&l nat ~he Nacl not Lina and 
then followed the .Uane and tho So- l!ll t he way to t he coaet 
of the Channel. Pro• it Oerll&ll troope, adnnc11111: i n J\lDe on e 
'broad line extond11111: froa the aea to tho Arsonna, carr i ed for­
ward t heir f1A&l ennib1lat11111: blow e&alnlt the araloa of Prence, 
fhle blow wae a1aad t oward& polnta on both eldae of Parle, bllt 
lt alao etruclo: 1A the rear of tbe Nac1aot 11Ae and aealed 
finally tbe f ate of the PreAch utlon, 

2, OOIO!Df lROM TIIJ! !'D!iCB POIJT Ol !1111 

!he Oenoan attack acro11 t ho lleuee etrook tbe Nac1110t 
Line ext onal on juat abort of the plYOt of the Prencb-Brltiah 
aoyemont lD~o llelsiua. !be mel n !Tench for ce• in tbe path of 
~hie a~tack, which waa made asa1na~ tho loft of t ho Preach 
Second Ar1frt and the right of tho !Tench Nint h Arfq, bed not 
adYanced fro~ their pr epared defenaee , ol t bo..gb oaYalry had baon 
11nt forvard , 

Detnllo ao to the atrength of tha !Tench 1D t he r egi on 
of Sedan are not available, Tba Jint h /.roo;f , hovanr, had aOYeA 
inf&Atry 411'\alona, lncludi.ng a fort ran dhh i on, to eonr a 
front which waa 75 lclloaehra vide enil which would be axteniled 
~o 90 kiloaetero when the •r111'• let~ vi...: had p ho\ed to lullr, 
!he ~'• r~t . near Kesleree, _. not to .,~• forward froa 
1 ~ 1 fortltlad line, an4 it aaaaad r .. eonable ~o aaouoe tba~ ~bia 

poa1t1on would be held r elatlnly vaeltly. !he Secood Ara7 had 
fhe infantry dhiaiona and eoae fortreaa troopa ~· hold a fron~ 
of a'bou~ '10 kiloaetera, 

150 

Ju~ng fro• 1~o d1etr1bll~ lon of forceo, t ho Prencb 
Bleb Ocamend did not ouopact t ho direction of the Oor .. n effort 
'before May 10, bllt by May 11 tbey lcnew where tbe bl ow vcllld fall, 
The Preneh react ion di d not boooae efteotlYe in t iae, hovOYor, 
and t ho OermaAa achiend atratoglc ourpri oe t bro..gb the rapidit y 
of thei r aBDO\lYer , 
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At 6130 A.M. Oil ~ 10, O.Ural 0...111l tal~U<l 
0.1>aral O.Or~o to oq \bat k)c11111 U.cl r~eoto4 Ullo4 au. 
Or4ea vare t;hn for &iltion 11l aooor4uoo w1 th a prearr~4 
pl al>, a~>cl oa'Rl17 UAl\ t 1-1•te)¥ aoyo4 11lto Be)c1ua to ooYOr 
tbt il>eta11a\1ol> of tho aa1n Preno~r1\1th torooe 1n t he 
poe1t1ol>l Dr1o-lamur-Mao1eroe. The oc~at1oll ot th1o pco1t1oll 
woo not to be co~letecl before J1n7 13, 

!be lot 01>4 4th Li&ht 08Yal17 D1Yh1ol>t ot the llllth 
J..r-q aci.Ya~>cecl aer o•• the Mauoe ill tho ce.,.ral cllreotlon ot 
Diu~>t ucl Lerocbatte rith tho ailtlon ot clo1q1nt; tho o......., 
oclYa~>oe. Tho 24 elld 5th Licht Oa'f&ll7 Dl'fhiont of t ho Socolld 
J..r-q aclYPI>Cocl in the plltral cl1reetloa of Cu~ alld ButOCJ>O 
with a olaUar aluloa, Ca'R117 ot tho 'lhlr4 lo.r-q, on \be rlcb\ 
of tho SecoDcl , acYOcl lllto !Jax•bourc. Pra~>eh llf!l>t coYU.,. 
cl1Ylt1ou .,.ra aU:ecl - part)¥ boroacl alld part)¥ aacheDbocl. 
!be nuabar ot cmibd caro, hov..,er , •• relatl.,.)¥ eaal1. 

'l'ha oa'fftl.ey ot tbe SecoDcl J.rwt:t woo Tlo1ont)¥ •tteckecl 
'b7 O.ra... araoro4 toraotlono on lln7 ll alld throvn 'beck on the 
Seaoy. lllfor.otlol> ot thlo and other act1ono eauoocl the Prench 
OHQ to orclor thrt four diTle1ol>t vblch bad been 1n reeorn acn 
forvard toward SedeJ> on thh dt>7. !l'helr arr1T01 vat ocheclulocl 
for the period betveeD lle,y 14 ancl ICey 17. On lle,y 13, OHQ 
ordered elx mora diYio1ono to tho SoclaD hinge. 

!he J'Hnch G-3 oteteo tbat the O.raen attllCII: 011 ~ 13 
Dtor lioDtherao vao eao1l7 eonta1DOd but thllt tho Goraa~>e eroooed 
ill tor e• in t!>e reglOD of SeclnD al>d cloboucbad froa ntze allcl 
louaoll ill the d1reet1on ot L1.rt, attackint; in rear ell tho 
orctl>1oationo ot the linth ~ ·~inc tbe t1rot pcoition. 

A lmt;o P!> had been opened and a 1ar~ part of the 
liDth J..nq heel been routed 'bJ \be O'fODint; of Jla7 15. n 11 lll\or­
eltlnt; to note , hovOYer, thrt tho initial 'br .. lc in tbe Prench 
cltfol>tat appearo to baYe bean aecla aplntt tho Secolld J..r-q and / 
Dot at;t1Do\ OoDerrl Corep1 o \roopt, ~' 
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I . Weotern 'nle&ter ot war. 

II.I.D., '7.D. 
llai'CII ,. 191.1 
12100 11. 

&!:_1 9!!:!!!!!· All otteneive operatione at nJ.rht, 

lloderate abed attecl<4 were ude on Carclitt, the London area and 

the eouth of I'il&le>d, 

activity. 
Brithh. ApparenU)- 110 ~rtant otteneive 

II. Balkan Theater ot 1/ar, 

Bulaariat 'Mle JIIIU'Ch ot Qerman troopa into Bulprie 

1e proceeding on acbedule according to the German Hiejl Coaoand, 

153 

Albania: Qround, 1he Qreelal report aucceutul local 

operations . 

&!:_. Italian a.ir attacks, probabl;r on ..U 

scale, ranged fJ'Otll the combat zone to Crete. 

III. J.!oditerranean and Atrican 1heatera ot tlar . 

~: ~. Another minor ellg88eaent it reported 

bot'"""' a...U Qer.m aiil'"liritiah 181Chaniud Wll.te. 

Italien §oll!liland1 Eritrea, Abzaainie (Ethiopia). 

Continued prog>'eas reported bY the Britiah. 

A1r1 Qel'll&n8 continwod attack• along the Lib7&n coeat. 

During the 5ththere wu a ahlrp encapa~ent bet .... an R. AJ. bo..,.ra, 

pr11..-bly escorted by ticbtera, and an Ital1an naval Wlit, 1d.th air 

force oupporl, ott the eouthweat coaat ot Albania. Each aide clu.. 

to have inflicted aircraft loaaea, 

~! __ 'l'hia military aituation report 1a ,l. .... ed b1 the I!Uitary In­

-4.U8"f~C• Divioion, Qeneral statr. In Yi• ot the OCC&IIiOnal in­

Clulion ot political intoNation an4 of opinion U 1• cla .. itied u 
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l!arch 6, 1941 
9:20 a.m. 

157 v 

RE DEFE!ISE SAVINGS BONOO 

Present: 

Kuhn: 

H .J.l. Jr : 

Kuhn: 

H.ll. Jr: 

Kuhn: 

H.:.: . Jr : 

Bell: 

H.11, Jr : 

Kuhn: 

H.!.l.Jr: 

Ur . Graves 
J.!r, White 
!Ar. Bell 
l!r. Kuhn 

!Aowrer finally- came out with tho. t stuff on whs t 
the British ho.ve given us . 

Who gave it to him? 

We talked about it weeks ago and we put him on 
to McCloy. 

Call up Kintner and Alsop and tell th~ I am very 
pleased with t heir article. Have ;you read it? 

It is a beautiful stor;r. 

Have ;you read it? 

I glanced through it. 
religiously. 

I don ' t read than 

Vlell, this is a Treasury story. 

They- are not always as good as this , Dan . 

Through them I am telling t he President who.t he 
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Grana: 

H.ll. Jr: 

Bell: 

Graves: 

Bell: 

Grnes: 

-·-
abould do with the fOUl'-IUD board. 

Kr. GNne! 

Kr. Bell had a conference in hie office laat 

niv.bt with all of ue in there . I think he 

perhapa ahould tell fOU enct}¥ what happened. 

llr. Bell . 

Well, we diaouaaad these various tJPee of banda 

that fOU apprond 7eaterda7 and what ia the 

earliest date that we could get the in the 

hande of the agents that are going to aell the, 

and we ca11e to the conolueion that lla7 1 waa 

the earliest we should tcy for and even that 

will I"Uah .aJ17 parte of it. The big job, I 

think, ia gettinf the atamp booka read1. Ia 
that right, Baro d? 

Yea. 

tnd that ie quite a ~:· The bonda, we are cer-

tain, can be in the da of the ballka. .Uao 

there ia a small descriptive booklet that ought 

t o be prepared and that poaai bl7 can be c<111pleted 

and in the banda of the poet offices, ao far aa 

the tTP• one bond, regular savings bond, is con­

cerned~ and we think we posaib}¥ can Fi the in 

the hande of the banks on the larger e bond. 

Thare h ecae doubt about that, but it sn't 

absolutely neceaaarr that th17 be there. The 

poater, i? we need a poster in the bankai there 

la aaae doubt about gettinf that by Kay • That 

ia rite a job. But that s not absolute}¥ eaaen­

tia to be there on War 1. It a i ght be there MIT 
10 or 15. I think we can hit lla7 1 with 90 per 

cant ot the program. 

Bit 1faJ 1 with our bonde, our atu.pe and out atap 

boob, and probably with delherr. 
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B.II.Jr: 

Grana: 

Bell: 

Gran a: 

Bell: 

H.li.Jr: 

l(nhn: 

Graves: 

H.Y.Jr: 

Graves: 

Bell: 

H.W.Jr: 

Gran a: 

Bell : 

H.V.Jr: 

• a .. 

I Pel.uotantq aooept llt.J 1. 

We a~q ooulcl not ulte an •rl11P elate. We 
oouldD t aalelJ fix an earlier elate. 

No, I clon't thlnlt •• ooulcl. We tried for lra7 16, 
but then •• 10 muoh that had to onr lfa7 15, 
we cllcln't llke to do it. 

Yw aean April 15. 

!81. 

Well, I reluotantlJ accept lfa7 1. 

Well, that waa the elate we found we hacl to u.lte 
on acoCXlllt of the Bureau of !Dgrarlng and eo an, 
clldn't we? It waa phJeical considerations of 
printing and eo on. 

That 11 right. 

I have never taken a look at the Bareau of 
!Dgrulng. I don • t think the7 han got a 110del'll 
ll&llufacttirlng pr00e11 OTer there, 

I thinlt JOU will be eurprieed. 

So do I. The7 have got en17 - the7 han aet 
eni'J burden JOU han put on tha. 

Got l.ll7 lliW IIULChinei'J OTir t here? 

Tee, air. 

!Del I thinlt I know what thq are up against sCIU­
timea. I had the job oi putling out oheoke 
throughout the country to pa7 the f irst labor 
job that was done under the oivilian--

WP!? 
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Bell : 

H.U.Jr: 

Bell: 

Graves: 

H.!L Jr: 

Graves : 

H.l!. Jr: 

Graves : 

H.!.!'. Jr : 

uraves : 

E.:.LJr: 

Graves : 

1.60 

- 4 -

CCC or CVA. 

CWA . 

And we only had seven days in which to do it 
and the¥ did it, printed tho checks and put them 
on an a1rplane and sent them throughout the 
country. I think they have met every burden, 
and it really isn't so much the Bureau here as 
it is getting the place and lhe stSQp book is 
an outside job. 

That is right, that is an outside job which is 
being designed i n the Bureau of Engraving and 
Printing. 

I sent you a mam~and I want you to use that 
fellow up in New York. 

I will tell you about the man in New York. In 
the f irst place, be is in Boston, not New York. 

That is a detail . 

You are talking about l.!r . Drliggin? 

Yes . 

He is a paralytic, confined to hi s bed . rr. Ball 
bas two men r.ith bin right at this minute on 
stamps . 

Has be? 

Yes . The Postmaster General on Dr . !JacLeish'~ 
suggestion bas requested that we do consult w1th 
him at all t imes, and they are consulti ng with him 
on one o£ the new airmail stnmps . I talked to 
llr . Hall since I got your note, and he will be 
delighted to go up t o see Dwiggin about a dollar 
bill and a five dollar bill . 
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B.V.Jr: 

Graves: 

B.li.Jr: 

Grana: 

H.II.Jr: 

Graves: 

HJ!,Jr: 

Graves: 

B.li. Jr: 

Graves: 

B.ll. Jr: 

Grans: 

H.ll. Jr: 

Graves: 

H.!.!.Jr: 

Graves: 

- & -

WbJ doe• Ball have to do it? 

I suggested that he do it, Kr. Korgenthau. I 
thini -he 1e the right lUll to do it. 

Couldn't JOU do it thia wa:t, s~t.lr gin this 
man a dollar bill and a tin do r bill and ask 
him what corrections he would aake fraa the 
standpoint of design? 

Yea, but I think Yr. Ball should beat uke that 
contact with hill. 

Well, when will rou bring me an answer on hia? 

Vlell--

\'lhen can Ball go up? 

He said he could go up within the next couple of 
weeks. That ia, I don't think he should leave 
here when we have got these things--

One dq? )ly God, with that whole bif Bureau 
there must be more - isn't there an asiatant 
Director? 

Oh, 7ea . 

Who is the iasiatant Director? 

Kr. Long. 

Ia he &JJ1 good? 

Vecy good. 

Why can' t he go up? 

He could go up. It seems to me it would be more 
appropriate that the head or the BUreau should go 
up. 
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Bell: 

Graves: 

8.11. Jr: 

Grana: 

B.li.Jr: 

Graves: 

B,li,Jr: 

Grana: 

B.li.Jr: 

Bell: 

U.!.! .Jr: 

Bell: 

B.J.! . Jr: 

..... 
What ... JOU clo1Dg, cbulclq the 4111p of tile 
Olltt 

Juet an experilllant to eee what thia fellow would 
euggeet for a deeip on the the dollar and 011e 
dollar billa • 

Yea, rrel'J tillle I aee KacLelah he aaka ae. Be 
went to Frank Walker. Be got acanhere with 
Frank •lker on the atupa, but I can't get 
1.11;1Where with rq own crowd, 

We can do this a ore quickly than that 1t you care 
to han ua. llr. Ball' a cblef engranr &Dd chief 
dealper are with this aan now, &Dd llr. Ball can 
phone the and aq, •Add to your augfeation the 
poaaibilit,r of ch&llglng the design o a one dollar 
bill and a five dollar bill.• 

Sold. Now you are talking. Who ia up there with 
hia? 

)(r. Ball' a chief &Dgranr and hia deaigner. 

That h the fellow. And I would like to meet 
those two boya JITIIU acaetiae. 

'l'he chief engrner and deaigner. 

Yea. I woald like to aeet th• when they ccae 
back and tell u wh1 it can't be done. . 

It can be done, wt you ban just gone through a 
proceaa of edaca!ion througb the b&nka on the 
types you han got out and--

Ban you ae811 that book? 

Mo. 
Would you let Jll' . Bell read that book? 
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Bell: 

[uhn: 

Graves: 

B.ll. Jr: 

Bell: 

B.I!.Jr: 

Graves: 

H.li. Jr: 

Gnvea: 

H.Jl. Jr : 

Graves: 

H.M,Jr: 

-'-
•t 'boot 11 tbatt 

Dlligin'• book. 

•• oan c•t it. 

Let Kr. Bell read that book. In thia book the7 
han cot this lonl)' etching. "When the reYolu­
tion caaea in 1951, the firat person the7 will 
take out and shoot ia the Dil'ector of the Bureau 
of Envarlng. • The7 hne•got thla picture ot 
the !'eTOlutlon ehotting him beeauee he baa cca­
aitted ao ~ criaea againat &l't. 

That ia a cause of the rnolution, I auppoae. 

Oh, no. You take a look at that book and whan 
thea• two fellows cOllie down, l!&rold, aee, I would 
like to 11eet them nth 11&11 ao I can hear them 
tell me wbr the)' can't do it, whf they aay theJ 
won't be able to do the one and five doll&!' 
de ligna. 

Well, I know the auner, and I can tell you right 
now. 

'lhat 1e it? 

It ia danceroua. 

!low, look, Harold, the thine that he auggeata -
I don't know the tel'lllll, but the things ~t he 
eugceata on the one dollar - then ia nothinc 
dangerous to make that cUI'Te aJmaetric. 

Oh, that is true. 

That cul"t'e end those leave a. He took the fin 
dollar, and he ahowa that onr oanturiea thq han 
deYeloped 'gradually what 1a the oorrect 11JIIIIIetl'J 
of that particular CUI"t'e. Now, he ahowa JOU which 
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H.li.Jr: 

Grana: 

H.ll. Jr: 

·•· 
11 the oOI'l'eot ou t,_ the 1~1Jat ot 
arthUc r-aJ~=•trr u4 1M oae whiCh 1e the 
leaat al'tliUo, and we han tho Cllle which 1a 
the leaet art1et1c. Be doean't ~· the 
leans. But it h Jut the quutioa ot that 
duir, llow, thoro h DO I'MIOA wbJ that - I 
don' know - it i1 elliptic, but there i1 a 
corta1Ja technical hl'll lllhioh he used. Do TOU 
mow the IWUS'l 

No. 

It 11 Just that thing there. Take this 011a, 
tor instance. Be hie tin other ditferant onee, 
all ot which are aore bot.uti.tul than thle one. 
He ueee the aae thing, but he ueee a di!ferant 
kind ot a one, a different oDithere

1 
and thle 

thing 11 done in a WIT - aa I eq, 111 ahowe onr 
centuries how they gradually arrived at which ie 
the moat beautiful curTe. There ia no reason 1lb.)' 
JOU can't have that. 

What I had in mind was the specimen in the end he 
included in his book. 

Grante~1 . but all I ua eaTing 11 to take this thing 
hero, uus word "0111 • and take IIOdern, beauti.tul 
tTP• tor the "one dohar• inetead ot - and then 
JOU em aq, "ill ot the11 nrioua cunee - • it 
h jut the aaae thing on the back there, acao 
watercolors bJ- whetner thi1 11111'1 ~~~ae ia, and 
there 1a juet ae auch differenoe between that and 
what the l>eparbwlt of Agriculture pdd for whet 
theJ call a $25,000 picture ot the cheeee cloth, 
theae girls tlowing around with cheese cloth ll'OIUid 
th8111. Well, we get the same kind of thing in our 
bureaus from a beautiful artist for one twmtJ­
fiftT of the price, but it ie beautiful. Nowi we 
han nner done &JJTthing with our moneJ, and 
would juet like to see what this fellow can do 
tram the standpoint - the man le a tJpe designer, 
isn't he? 

Regraded Uclassified



. , 
B.li.Jr: 

Bell: 

8.11. Jr: 

(Uhn: 

B.ll. Jr: 

Grana: 

H.J.I.Jr: 

Bell: 

Grana: 

B.II. Jr: 

Grana: 

B.li.Jr: 

GraTes: 

H.ll.Jr: 

-·-
tea • 

Bell, that ia all, 

The design ia hard to--

It ia just a question of what !a a beautiful, 
artistic ellipse - that ia what it is, ien't it? -
and what isn't, and he ahowa which h and which 
isn't, what ia a well-deaigned naaber one and 
What 1en't. EYerr other countrr, practicall7, 
baa done it. 

I will eend 7011 the book, Dan. 

Ban a trr at it, will rou? 

Yes. 

And when the7 ccme back from up there, let the 
take the one and the fin and Juat l et them go 
oTer it, 70u eee. Under t he law we can change 
those an7 tiJae we want to, can't we? 

t ... 

I think ao. 

But tuat let th.. - the chief deaigner and the 
chiel etcher are up there now? 

Chief engranr. 

lllle to Frank Walker. 

That is right. 

O.I. Well, it ia Jla;y 1. I saw llacLeiah the night 
before last and he aaid he had bean after Frank 
Jalker, but he aaid he neYer would get down to 
the Fourth 1aaiatant Poataaater General; and if 
it h done, I would like tc get the credit for it, 

• 
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TREASURY DEPARTMENT 

....... '* 

IIIUO!l 6 , l94J.. 

ID aooo:Nanoe w1t.h your aemraz~da or thia date, 

we are in oontaot with Ill:'. Dw1g1D and are aelt1na Ilia 

to gin ua daaipa ror both the dollar and tiTa dollar 

billa. 

we will haTe a report about Karoh 10. 

GRATIS. 
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Dear WI'. Hall: 

I enjoyed the call of Mr. Benzing and Mr. Roach 

Tery much , indeed, particularly Mr. Benzins'e return 

Tieit wben you eant him back to Boston. 

Of couree I Jumped at the chana• to s tudy into 

the •.uete• of the cert1f1catee and ••• whet I could 

do with th•. I started the proJect at once, and ehell. 

han eODe material to show you 1n a week or eo. 

B1npaa1 Kaee. 
March 12, 1941. 

Sincieraly, 

(Sisned) W. A. DWIGGINS 
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GROUP MEETING 

Present: 

H.li.Jr: 

Sulli nn: 

lira. nob 
111'. Bell 
)(r, Grana 
111'. White 
Kr. SOh wars 
111'. Thoapaon 
111'. Wile7 
111'. Iuhn 
111'. Cochran 
111'. Fole7 
111'. Young 
111'. Pehle 
111'. Odegarde 
)(r . Gaston 

Karch 6, 1941 
9:30 a.a. 

John, I wish that rou would take whateTer 
tiu ia necess&l'f to explain to the grcup 
what we did 7'sterda7 in connection with 
these people who were here, what we are 
lootiug forward to doing in connection 
with th•, 'l'he Public aoll8thiug or other, 
aD4 the C&l"'legie Foundation. I think that 
ia liiportent . I whh fOU would explain it 
to thea. 

Yeaterdq aorni~, the Seoretarr and 111'. Bell 
aet with Dr. Gul•ok, who is the executiTe 
head of the Institute o! Public !dainiatration 
and there were alao present Mr. Root end 
111'. Barg- o! the Carnegie Corporation, and 
Mr. Bruer• o! the Insti tute ot Public 
!dalalstration, and the7 together, those 

Regraded Uclassified



• I • 

three t~thlr with loewell Magill are 
a eteerlig oOIIdttee repreeentlnc tbe 
C&l'lllgh Corporation and the Inetltuh 
ot Publlo "idnletration, the cuide to 
work that the Inetl tute of Publlo &amn­
htratlon 11 te do in oon4uot1ng the etudJ, 
etartlng la with the atud7 of oYerlapplAK 
tu11 and then going on to eno011pa11 noli 
other atu41ea aa UJ lpptlll' to be desirable 
ae that particular work progreeaea. The 
C&l'llefil Corporation baa about $875,000 
thlt 1 anilable for thla work, and appear• 
to be, aooor41ng to Kr. Root, ney anxious 
to lo thla. TheJ will reiaburae or ulte 
tb&t .oniJ aYailable to the Inatitute of 
Publlo aa.inlltratlon for ncb work aa 
theJ ana we feel ia deairable to be done. 

Dr. Gulick ia ca.ing here on the 18th to 
a tart in on an outll.111, a prellainaey aurnJ 
ot juat what Should be done in thia problem, 
and trom that point on we will go ahead 
with recruiting a atatf and eo on and ao 
forth. 

T»re haa been a good deal of work done on 
thia particular probl .. bJKr· Blough's 
atatf. It baa been dolll pieceaeal illd 
in between other .ore preuing joba, and 
there baa neYer been a real conilnuoua 
drin to do thia job. Part of Dr. Gulick's 
tirat work 11 alao going to be to alte a 
aurnJ of the ltlnd of atudiea that are 
being conducted bJ other institution• and 
other ~upa along thil •- line to tey 
to tit all of the p\eoea into the ricture 
and preYent duplication, somewhat n the 
hope that other foundations can be interested 
in doing the ltlnd of work that we think will 
be helpful in aoc011pll.1hlng the ganeral 
purpose. 
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Bell : 

Sullivan: 

H.M. Jr: 

- s -

It was originally int~nded that after this 
got off to a pretty good start, we would 
approach CoDgresa with a suggestion of the 
appointment of a Federal Commission and 
that the Commission might then want to 
take oTer the work; but that phase of the 
problem was not discussed yesterday morning 
and I think that a decision aa to that can 
well be postponed until we see what success 
we han w1 th this, and also see how the 
attitude on the Hill is . 

17i. 

I told the Secretary yesterd&J morning that 
in the discussions and the debates on the 
Public Debt Act and on the general relief, 
there were constant references on the floo r 
and in the committee to the Secretary ' s 
suggestion ~bout a study of this kind; and 
the thing on the Hill, I think, has progressed 
by leaps and bounds. 

Incidentally, I don't know whether I told 
you this or not, but at least three times 
in the debate on the Public Debt Act , reference 
was made to your suggestion that the appropri ­
ating and tu:iDg colllllli thea get together; and 
that seem.ed to in ... oke a good de&l of nry 
fa..,orable comzent , particularly in the House . 

I see Treadway has introduced a bill. 

Yea; 

Well, just one other thing. I ha..,e hopes 
that this thing will grow and will get into 
both taxes and fiscal matters, and after all, 
I don't know any group who are - well, while 
they are not New Dealers , they are all of a 
liberal trend of mind, and I think they can 
be ... ery, ..,ery helpful to us. We need that 
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Sulli van: 

H.li. Jr: 

Sullivan: 

H.ll.Jr : 

':aston: 

H.M. Jr: 

Gaston: 

- 4 -

kind of backing very, very badly. 

Well, I can' t get anything from the Bureau 
ot the Budget, and I oan•t get anything 
from the wttite House and I can't get any­
thing from Congress, so we are just going 
t o have to do our own thinking, and I 
wanted to let you know about it ; because 
I think it is a very iDportant move. 

All ot the studies that --

172 

Philip, if you want to read this me1110randum 
and then put it back on .y deak. Also let 
Foley read it . (March 5, 1941, from Secretary 
llorgenthau to President relating t o Secretary' a 
responsibilities regarding foreign purchases 
under Lend- Lease Act . ) 

All of the studies that have been made over 
the past five years I am having put into 1111 
book, which I will have for you. Those will 
be available for Dr . White or anybody else 
who wants to look them over. 

I will have to stop sharp at ten today. 

Herbert? 

I haven • t anything of importance. Doughton 
called me up yesterday to get a job tor a 
man in Secret Service, and be said he wanted 
to come down and talk to me about it. The 
man oame down and talked to Elmer Irey. I 
discovered he is a man who bas already been 
turn.ed down by the Intelligence Unit on the 
grounds that his flnanctal transactions 
weren ' t what they ought to be. 

I see your reputation as a job giver is 
spreading. 

Yes . 
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B.W.Jr: 

Gaston: 

H.M.Jr: 

Young : 

B.li.Jr: 

Young: 

H.I!. Jr: 

Young: 

R.M. Jr: 

Foley: 

B.II.Jr: 

Foley: 

B.II.Jr: 

Foley: 

H.ll. Jr: 

Foley: 

H.M.Jr: 

- 5 -

Gooa. .bJthill& ehe? 

Nothing else. 

Philip, before that 11fter comes to .. 
to Barry Hopkins on Ruaaie.n aacbine toola, 
'11111 JOU let Herbert Ge.aton aee it~ 

Yea, air. 

Do you suppose I could h&Ye the.t b7 eleYen? 

Do JOU we.nt me here at ten, too? 

No, I thought I would see hia alone. 

That '11111 be better. 

Ed? 

Here h the memorandum on whe.t occurred in 
connection 'llith the freezing order oYer at 
the State Department . (lle.rch 4} 

Good. 

• 

Here is a letter. (Froa Secretary Hull, Ke.rch 3) 

Oh, oh, haTe you got it photoate.ted? 

Yea. 

How did you get it photostated? 

I had it made before I came in the other 
night . 

You did? Interesting. 

When did Canton tall, He.rry? Was it in 
the fall of •38? 
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\!'hitS: 

H.ll.Jr: 

Sulll van: 

H.M.Jr: 

Sullivan: 

H.li.Jr: 

Sulll van: 

H.l!.Jr: 

Sullivan: 

- 6 -

Fall o! •sa, 7ea. 

That ia oloae enough. inJthing elae, Ed? 

You will recall that Kr. Doughten apoke to 
me about apeaking to JOU about a place on 
the Prooeaaing Tax Board of Review. The 
Act provides !or nine meabera, and there 
are two vacancies, but 70u don't need to 
worr7; and I am telling you this in oase 
&n7bodf else speaks to you about it. 

The Appropriations Com ttee in appropriating 
went lnto the question of how man7 men they 
needed, and they appropriated for a seven-man 
board ao 70u can't appoint &nJbOdf else with­
out going through them with a def1ciency 
appropriation; and I told Kr. Doughten and 
that satisfies him. 

Mr. Helverlng is having a blood transfusion 
this morning. 

Will you let me know how he i s? 

Yes, I am following it very olosel7; and I 
don't think it is as bad aa it sounds . He 
is prett7 low mentally. He !eels that he 
has been away a lot , and he is insistent on 

Could I aee hia? 

I don ' t think I would toda7. I will find 
out when 70u can. He is back in his hotel . 

Find out, will JOU, and I will go . 

1.74 

I told him a week ago that you were insistent 
upon his going to Florida to rest up, and 
that cheered hia up no end. 
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H.lo!.Jr: 

Sullivan: 

H.JL. Jr: 

Sullivan: 

H.IL. Jr: 

Sullivan: 

H.M.Jr: 

Sullivan: 

H.JL.Jr: 

Sullivan: 

H.M. Jr: 

Sullivan: 

- ? -

Let • • know t he tirat tillle I oan 111 hia. 

I will. Be is inaiating on having Mooney 
00111 up and bring 111.11 up, and be 1e saying 
a lot ot at u!t; and I think I am going to · 
ask them to - -

Stop it . 

On that question about the deduction ot the 
expenses ot diploaata - -

I dictate these things on these recorda, and 
then when they flop back at me ao soon, I 
just can' t get accustomed to it. It is a 
marvelous system. 

They are deductible. 

11'5 

I know that . Take a look at a couple ot their 
return a. 

Any ones in particular? 

No, it ia perfectly proper, but just look 
at what they are doing. 

I will tell you where we are going to have 
110re tun is taking a look at ao• ot these 
dollar-a-year men, because on the same 
theory they may have acme deduct ions . 

No, but there ia a011e ruling which was given 
that a diplomat can deduct in lump aUIII hi a 
expenses without even accounting for the~. 

Well , in '21, Grew tried to deduct his 
entertainment expenses and that was ruled 
out because there was no provision in the 
appropriation tor enterta.inment; and then in 
1931 the l aw was changed ao they now can 
deduct their entertainment . 
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Sulll nn: 
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Ooh: 

H.M.Jr: 

Wiley: 

H.M.Jr: 

H.II.Jr: 

Wlley: 

H.\!. Jr: 
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Tee, but from '31 until Magill gave a 
ruling in '37, they didn't do it. The;y 
onl;y started to do it in ' 37. 

There was a ruling in '31 that allowed thea 
to. 

The;y never did it, ;you will aee, because a 
particular diplout took it up with ae, and 
fought the thing through, and liagill then 
gave him a ruling which peraittea it. I 
have got two people here that IIUSt know 
about it . Was it '37, the ruling? 

I think it was '37 or '38. 

Thirt;y- seven. 

But --

1 good man;y of those deductions are reall;y - ­

Well, I wouldn't - I don't aee wh;y the;y 
should have it an;y more than any other 
executive office . (facetiously) 

Well, for exaaple, the{ gave ;you a aotor 
car, but the;y didn't g ve me a motor car; 
but I had one and used it for official 
business, and I deducted on that a aaall 
amount . 

I will give up the motor oar if I can deduct 
expena ... 

The Government should provide a aotor oar. 

I would give a diplomat all the mone;y that 
he needs to carr;y out his job in a proyer 
a&111ler, see, but I don't believe in do ng 
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it the back door aethod. I aa perfectly 
willing to 1ay 10 before the coladttee. 
An autoaobile, a sum for entertaining ao 
he can do the thing, and eo that real aen 
can hold these joba and hold thea i n an 
appropriate III&Dller. It doe an' t han to 
be wealthy l'!:ale. But wbtn wealthy people 
go in there then deduct Yery large 
1uaa froa their incoae taxe1 and that 11a1 -
well, it pays to be a diploaat. I aean, 
in this thing, all I want is no special 
prhilege clua. That h 111hat I aa looldng 
for, and I will reca.und publicl7 that 
all diploaata should haYe an adequate sua 
for expenaea and entertainaent; but not to 
do it thia way, because it makes it all 
the aore i~oaaible for a man to liYe on 
hia salary ana entertain; because a man 
with an income of $100, 000 goes in there 
and deducts $25,000 tor bia expenses and 
escapes the higher brackets; but the man 
who haa a aalarr ot $17, 500 bas nothing 
elae. It ia impossible tor bia. It is a 
moat unusual situation. On that basis , isn ' t 
that a perfectly fair approach? 

I think it ia - the ayat .. of reimburaing 
J.erican dipla.ata ia aoat undeaocratic . 

I a perfectly willing when I aake the 
thing to aake a stateaent that I m in 
f aYor of the dlploaata - ao that any real 
li&D can hold this job ana be adequately 
ca.penaated for bia entertaining expenaea; 
but not make it so t hat a rich man goes 
in there ana takes a lump lUll -he doesn't 
eYen haYe to account t or it. 

He ju1t deducts a lump aua and aaya, "I 
apent $50,000 tor ~ expenaea ana nobody 
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questions him. 

Did you know it was a lump sum? 

No. 

Yea, he can just aay, "That is my 
expenses . • 

That ia our fault, air. We can insist 
on that . 

Well , he just says a lump sum. "I spent 
$50, 000 to run my embaas;r;" and i t is 
deducted. 

He doesn't even have to break it down, 
which I think - it puts these fellows 
entirely in a class by themselves, and 
f reezes this thing eo that it makes it 
more attractive tor a r ich man. 

He can go there and say, "1 spent $50,000 . " 

It is taken off the top bracket, and that 
is that; and it makes it that much more 
impossible tor you men to come up from 
the career service; because these r i ch men 
aren't going t o kick if they can go in 
and deduct a lump sum as thei r expenses. 

It becomes a very attractive job. Did you 
know that they don't have to ~reak it 
down? 

I didn't know that . 
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t ... 

I know the7 said in the Brit i•h aerTices there 
was a verJ rich - the same thing happened in the 
Briti sh services . A ver,y rioh lionorar,y attache 
in Berlin who was exempt fraD taxes at home 
and in Gel'IIWIJ figured out that he - b7 that 
he was getting more than the Ambaaaador was 
getting. 

Ma7be that is why the7 are having auoh success 
in their foreign polic7. 

But John Wile7, there 70u are. It is that kind 
of thing which I ran into. I think i t h moat 
undemocratic. 

I quite agree with 7ou . 

And I am perfectl7 willing if Sullivan agrees 
with me if we present it at the aame time, say 
that we believe that this ahould be corrected 
and that it would make it possible for them to 
get an adequate allowance for their expenses. 
Does that sound all right to JCU? 

Yea, I think that ia splendid because the task 
of a man succeeding one of these wealt~ men 
in keeping up a post h just iapoaaible . 

It is a most undemocratic thing, and I would 
lilce to hit it and talk to theee two men about 
it, and I am more than pleased to get their 
opinions ; but the way it is now, it is very 
attractive. 

You could get up a table showing what it costa 
the United States, the Ambassador, a, b, c, d, 
e and so on. You might find 25 or 30 to show 
that it actuallJ costa the United States more 
than if these men were paid substantial salaries . 
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H.Y.Jr: 

Scbftrll: 
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Sullivan: 
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Cochran: 

H.ll.Jr: 
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'l'h• Wac that bolrled ae onr h that I ••• 
thq CUI pat it in a l\Dp • ._ aDd don • t hue 
to account for it. 

We have got ourselves to bl.aae for that. 

Well, anyway, it ie important to a few people 
but we talk about sr.mbole, I don't know of a ' 
more undanocratic sr.mbol than this one . 

In cCIIIIlenting on state and local exemptions, 
which we are going to be aelted to do prett, 
soon, maybe in a press conference, ae a major 
inequit,--

No, I think when I appear before the Waya and 
Keane on the tax bill. 

I thought this might be another inequity. 

Oh1 I wouldn't want to single than out. I would 
rather do it when I appear before Ways and 
.Ileana . 

All right, John? 

Yea. 

I will give you a ••o today on the make up of 
that 75 million dollars that Pinsent mentioned 
yesterday. 

Yea. 

I have that . Rather intereating. Another 
ahix:ment of silver to London trCJII thie market 
makee up 800 thousand ouncea they have brought 
I gather in the laet two monthe . 

Well, if I don't have to work on the Lend-Lease 
bill over Saturday and Sunday, I want CochraD 
and ihi te on notice and Bell, if you don't mind. 
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If I could get a couple of hours, I would 
like to take the Canadian m~orandum plus the 
one that they gave me yesterday and sit down 
and talk about this whole thing, you see . I 
haven't soaked it through my pores . I would 
like you there. Sometime when it is conven­
ient at the house . 

And they are going to try to get that other 
statement to us today. 

If they have it today, maybe the four of us 
can sit down on Saturday or Sunday. 

Yes . 

You (\'Iiley) got my message? 

Yes . 

1.81. 

I have two million dollars of British contracts, 
which brings the total for the week up to about -
well under the t op. 

O. K. Wha t did you do with that letter I gave you? 

It is right here. 

Let Foley r ead it and then give it back. 

I t is a good l etter. 

Nothing. 

Have you read the Kintner and Alsop column yet? 

Your sources of i nformation are exoellant. 

I have ~ot a couple of other stories I think you 
would l 1ke to read. 
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H.ll.Jr: 

){lots: 

H.Jl.Jr: 

Sobll&rz: 

B.Jl. Jr : 

Scbll&ra: 

ll.li. Jr: 

l'ihite: 

H.Jl .Jr: 

White: 

H.ll. Jr: 

Bell: 

Fole7: 

Schwarz: 

Fole7: 

Dl4 JOU l'e&4 it. 

Yt~ I 41d. 

I II' ao plea .. d. 

I ban a cop7 here it aJ11bodf wants to aee it. 

.lJIJthi.ng elae? 

That ia all. 

We al'e haTing another aeetlnf irobabl7 the leat 
aeetiAg ~th the SEC at 11 o c ock todq, and it 
doean'{ look Tiff optlaletio to find a wa7 out, 
but we will know 110re about it. 

That could cCIILI up at the same time aa this 
other meeting. 

It could, ney well. If that 1a coming up at 
the other meeting, then I think Kr. Fole{ ought 
to be there becauee moat of the trouble a iD 
hla ahop. 

Well, we will hold it alter ll o'clock Satul'daf 
or Sanaa,. I aean, it won't be a noraal tbae 
if Fole7 ie going to be in it. 

Be baa to go to church on Sunda7. 

Tbanka. (Laughter) 

Since t his ie preas conleruoe morning, I might 
mention--

Be could go to ohuroh at eix. 
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Bell: t .. , he bat he 4otaa•t, I • nn. 

Fole7: laltber 4o 70D· 

Bell: 

Schwarz: 

H.ll.Jr: 

Sullin.n: 

Schnrz: 

H. II. Jr: 

Schwarz: 

Sullivan: 

Schwarz: 

H.ll.Jr: 

lhite: 

B.li.Jr: 

Whl. te: 

lo, I don't either. 

'!'here han beta a lot ot inquirha about nft 
ezoe11 protita tax tO~I which are waiting OD 
the aipatuPe to the aenacta . You and Jolla 
pi'Cbabl7 lr:now better than I do. 

Well, it JOU (Sullinn) would star a ainute 
atter, I want to tell JOU acaething about it. 

Yea, air. 

We han a atoey readf tor whenenr the Preai­
dlllt aigne it. 

Well, will JOU talk with SulliTan about it? 

I haTe talked with people in hie shop. 

I haTe aean it, and it ia all rignt . 

I thought JOU aight be aolted about it . 

I won' t aa7 aeythillg. 

111 right, Barl'J'l 

Qpite, 1••• air. 

Huold? 

We tallt'd onr this mol'lling, and I nluctantlJ 
pn in that we would atut thia national detenae 
bond ouapaign the tirat ot lk7· 

I don't know whether I mentioned it. I think I 
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Ylhi. te: 

H.J.!.Jr: 
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did. If eo, I will merel;y mention it again 
to make sure that ;you know that both ){r. Viner 
and ..yseU feel that the oempaign ought to be 
postponed. 

Where does Herbert Feis stand? (Laughter) 

I imagine on the other side. There is a simple 
wa;y we have of finding out where eaoh of ua 
stand. 

But you are Viner ' s mouthpiece? 

No, I don't think he would han me for his 
mouthpiece. This is one of the times I agree 
with him. 

Postpone it after the first of ~;y? 

Yes, postponed until the need was more urgent, 
was the criterion, without setting any specific 
date . 

Well, we both feel it is a measure which ;you 
ougnt to keep in reserve until such time as 
the sums which are to be raised are larger 
and the emergency is more acute, that it is an 
U.portant device for att.ulating financing, 
and that things are going along all right as 
the;y are, whereas if ;you use that program now 
and if it is done in a big wa;y, of course that 
pre-supposes it is done in a very big and 
spectacular wa;y, then ;you don't leave ;yourself 
with another reserve . 

Would ;you Professor Odegarde, take on Vfuite 
and Viner~s representative at the same time and 
have a little talk with him and give him some­
thing other than the mone;y background on it? 
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I ... 

Will 10u do that ? Take him on. 

I have talked to Mr. Viner about it. 

Well, talk with Kr. White and juet take hia 
on. You know! see if 1ou can sell him. He 
ia a nice fel ow. 

Don't work too hard. It won't make any dif­
ference. 

You end Carter Glue. No matter what the1 aa1, 
it doesn' t make any difference. 

Open mind. 

All right, Harold? 

Yea . 

Dan? 

Here are the three types of bonds. 

Thia ia -.bat I wanted this morning. 

lfe had it this morning. 

But 1ou didn' t give it to ae. 

lfe went riint out of the other meeting into this 
one. The lirat one is the present savings bond, 
in red, and the other columna are the modifica­
tions . The second one is tho 3nme ki~d of a 
bond, onl1 extended for 12 1eara. 

But 10u don' t ahow the interest on thie. 

It shows the 7ield, the two fort7 rate. And the 

• 
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third type 1a the inccae 7cu would get in 
aix months fraa the bond. 

You get the income every aix montha? Bow IIIUch? 

One dollar twency cente. 

That doesn't show. 

It ia a two dollar fortr cent bond. 

It doean't ahow you get a dollar and twency 
centa . 

If they redeem it, t hey get lese. 

Couldn't you just put up on this page, one dollar 
a.nd a quarter and eix months. 

Yea, rou could. You see, both of those bonds 
are on a basis of two forty rield. 

It should have bean on there. I t pays a dollar 
twenty? 

Yn. 

E'reey aix :aontha? 

Yea. The last figures, you eee, in the Jield 
column, ia two fortr, right at the end. 

It doean't eay anything about a dollar twency 
coupon. 

No but they are on a six months basis. It is 
a two dollar forty pent yield to maturicy, 
isn't it . 

Yea. But you get a dollar twenty eveey eix 
110ntha? 
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Yea, eir. And then we draw back part of that 
in oaae it is redeemed &DJ time before maturit,y. 

And then the second one, fOU start at 76 . What 
is the difference between that end the present 
babf bond? 

Well, it rune for 12 fe&ra, and it ia on a 
baaia of two fortf instead of two ninet,y-one. 

Twelve fears? 

Yea, air. The two new bonds are both on the 
basis of 12 fears . 

It doesn ' t say here how much the limiting 
factors are. 

No, it doesn't say that. All you wanted was 
four columns . That makes it simple. 

Too simple . Five thousand and--

And 50 thousand for the two combined or either 
one. 

All right. Thank you all. 
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R.H.Jrl 

Oong. John 
McCol'li&Ok: 

H.U.Jr: 

NcO: 

H. M.Jr: 

MoO: 

H.II .Jr: 

McC: 

H.M.Jr: 

McC: 

H.M. Jr: 

HoC: 

H. M.Jr: 

lello. 

Hello, HenJ7. 

How are :you?. 

Fine. How are :you? 

llaroh 6. 1,.1 
10:50 a ••• 

• 

Pine. I Juat wanted to call :vou up and tell 
:vou I thought :vou did a perteotl7 ewell Job 
on thoee tour .. endaenta on the agrioularal 
bill. 

Well, thanka, Henl")". I thought that there wee 
a lot or valuable intor.ation there and it aada 
an iapreaaion on aa, and I knew rour etate or 
aind, and I want :you to know that I thoroughlr 
appreciate the etigenoiea that :you are aware 
ot. 

You mean at that talk we had the other day. 

And I don't know whether :you read m:v tew 
reaarke but tome ot thoae amandmente would 
have been adopted. 

Welll I thlnlt ther all would have been it it 
hadn t been tor rou. 

8oaebod7 had to atep in there and I etepped 
in at the last minute but I waa going to do 
it anrway. You notice where I ueed the -
we had to Whip in the Rapubllcana and I had 
to uee that balanoing the budget 

Ahd tht:V loved it. 

(Laugha). The tunn:v thing ia all we were 
oonoerned with wae reeulte ao I felt a l ittle 
atrange when I had to get applauae trom the 
lett. 

Yeah. Well, let me aalt you a quaet1on. I a 
it too auob to hope tor that on th1e bill 
that :you ~ght get a 10. atralght cut? 
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Yeah. !bat'a too much. 

Too much. 

Yeah. 

I eae. All you can do ie to hold the line. 

Exactly. 

But at least it above that it you put up a 
l ittle tight you can hold the line. 

Well, that's the thing t o do. You've got to 
bold that. Vhen it comes out ot coam1ttee 
that 1 a about all you can do. 

189 

But, John, thia 1a the tirat time tha t anybody 
hal made the attempt, and you were 100~ aueeeaatul. 

Well , thanka. It's awfully nice ot you to call 
up and I appreciate 1t. 

It's the only ray ot aunah1ne I've had here 
1n weeka. 

Well, the t 11 ttle conterence the other day was 
the thing that brought it to my conac1oua mind, 
eo that 1t wasn't time waated. 

Wondertul. 

Nov, you understood - I tb1nk on the baa1e 
thing, I think what I ea1d there - I know what 
you're running up aga1nat on the other thing. 
You eee I know now and you notice they're 
ahead ot 1t but, hell, I bel ieve 1n telling 
the truth aa I eee it and I wanted to give 
you a little idea, and the thing to do 11 get 
that tax bill." You can raill a billion, 500 
million the way i t 11 now 1t you go ahead, 
and, 111ten, I wouldn't walt too long. 

No. 

The idea 11 that every once in a while you're 
going to pull ott a little blit~reig and the 
thing to do nor - you can ~go ahead on that and 
you can raise 1 billion 500 million. Thole 
boya are all ripe to go and the country ia aet. 
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H.M.Jr: 

KoC: 

H.H. Jr: 

HoC: 

H.M.Jr: 

MoO: 

H.N.Jr: 

-)-.. 
Ooo4. 

! o ce t~t'e the aoet important thine todaJ , 
and I'd do 1t , I WOuldn't dela,. 4e IOOD ae 
you can get th11 thine go1nc atter Marob 15th, 
or even it you can etart even l ittle e~out1ve 
aeetinge with the taz oo .. ittee bet ore that, 
1t you oan work it w1th Bob and Jere. I'd 
do it eo that the groundwork would be 1a1d. 

Well , that'• a tip. 

Nov, that'• ~ euggeet1on, and I know the gaae 
up here , you know. Everyone hal the1r own 
d1etriot and the tendency 11 to d.elay and time 
paeeee and you know When you get th .. 1n a good 
traae ot aind- they' re all eet now tor a taz 
b1ll - I'd go &bead and do it. 

Well, that 1 e a good tip. 

411 right, Henry. 

'!'bank you. 
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K.H.Jr: 

Optrll t or: 

H.M.Jr: 

Harry 
Hopklna: 

H.H.Jr: 

R: 

H.H.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M. Jr: 

Bello, 

Mr. Hopk1ne. 

Berry, good mor ning. 

Good morning, Henr7. 

.. rob 6, 19'1 
U:OO a.a. 

I have a Yery 1aportant letter that I'd 
like to eend you b7 band Y1a one Ph111p 
Young. 

Right nov. 

Right nov. 

Right th1B ainute. 

Oan he come right oYer? 

Right over. 

He'll be there 1n }t m1nutee. 

All right, Henry. 

It'e terr1bl7 1aportant. 

Good. 

Thank JOU. 

Regraded Uclassified



R.H.Jr: 

Operator: 

Aroh1b&ld 
NacLe1eh: 

R. M.Jr: 

Hacl.: 

H.H.Jr: 

Ha cL: 

H. H.Jr: 

Bello. 

Mr. MaoLelah. 

Hello. 

Henrr talilng. 

Fine, thank rou. 

.... '· 1"' 11127 .... 

Row are rou' 

I thought rou'd be aaueed and lntereeted 
to know that our oblet engranr and ohlet 
deeigner ie up in Botton with tbat aan wbo 
wrote that book. 

Yeah, Dwigglne. 

Did )'OU know that? 

HacL: No. ( Laughe) • 

And ther're up there1 both on the etand, and 
I'm going to have a t5 bill. L_ 

' 

H. M.Jrs 

HaoL: I'll be darned. Yea, th&t 1e moat 1ntereet1ng. 

H.M.Jr: 

HaoL: 

H.H.Jr: 

I thought rou 1 d 11lte to know. 

Are the)' up there toda)', Henr)'. 

Ther're up there now. 

HaoL: (Leugbe). Fine. 'l'hanlte tor telling •e. 

B.H.Jr: 0.1. 
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H. M.Jr: 

11m. II. 
MoReynolde: 

H.M.Jr: 

MoR: 

H.li.Jr: 

MeR: 

H.M. Jr: 

MeR: 

H.M.Jr: 

MeR: 

H.I!.Jr: 

MeR: 

B. M, Jr: 

Rello, Mac. 

Yee. Rudolph told me the Boee e1&ned tb.t 
memorandum that I eent over finally . 

Yeeh. Who told you? 

Rudolph. 

Re wouldn't do 1t- he eent me your atutf 
end ea1d, •speak to me,• and I vent over 
there and he ea1d, "Do you want to do it.• 
I eaye, 1 Yee, 1r you'll eign it. • So he 
aaid, 0.1 . • 
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Well, I knew he aent 1t to you and I told 
RudQPh when I eent 1t over there that I wan ted 
to know everything that happened t o thle, eo 
I knew. I knew when he eent i t over to you. 
I knew, ot course, that he would talk to you 
about it, ae he ehould, before he eigned 1t. 
But ae lone as I played on t op of t he table 
all the way along, I couldn't be embarrassed, 
you aee. 

Well , you mean embarraseed wlth hlm or vlth 
me? 

Either one of you. 

No , 1t'e all right. 
do 1t?1 and I said, 
He 11gned 1 t. 

He aaid "Do you want to 
1 Yee, Ila willi ng to. 1 

Well, that's good beoauee we're in a hell or 
.. J ... 

Well , it Juat came 1n t hle eeeond and Norman 
Tbompeon hee got 1t eo you oan oontaot him. 
Do you know Norman? 

I 've heard of blm. Yeah, I remember. 

Well, and Herbert Gaeton a nd Elmer Irer are 
rearing to go. 

Regraded Uclassified



NOR: 

H.H.Jr: 

MeR: 

H.M.Jr: 

MeR: 

R.K.Jr: 

MeR: 

H.M. Jr: 

O.K. Well, WI 0&11 Mite a CO or U. fbe7°N 
in a bell or a Jaa on tbil nutr &D4 Ch17're 
tr,ing to pla, politioe on eoae or tb••• 
thine•. Wblob 11 terrible. 

Politloe on what, Xao? 

On eoae or tbe appolntaente - tbat ie, tbe 
rellowe wbo are pueb1ng the Boee rroa the 
other aide. 

We'll glve tbea the worke. 

I know JOU Will. 

All right. 

Thank JOU ver, auob, air. 

All right. 
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n.e c-lu .. •a "-' ..t.a u. tollowsac -•• 
• In Ml<iJI& tu red1aoU011 or 11,500,000 sa tu ~tet _,, 

the ec-1\\ .. lou aoteol .,.,. 01" leaa &rllltl'&l'lq. 'the~' lou 

not toi'Sil&teol • 4atsaue Jll'OI"II, lnlt u there la Dee4 tor erpe4UiJI& 

tbe preparaUOD a4 sa1uau ... or tu wort, tu $1,500,000 1ou - sa-

clu4e4 tor the ..-1104er or tu -··· tiacel rear. n.o _, oJl ad 

wU1Dee4 to pronde, sa &441t1Cil to the expcMa ot aal .. -t1011, tor 

tbe prlatill& ... , pro4uotloa or tu -1u .. u wU u tbe lla4liJI& a4 

OCCO\IDtlJII 1JI OC>IIIIto\1011 w1 tb t U1r 18-0e, lt will be II0008Nl'7 fOl" 

the Treeourr ott1olal& at a later date ill the Seoololl to a.ot t\ID4o tor 

the tleoal rear 1942 tor t hia JlUl'liOSe. 117 tbat U•• there will ban -

opportunity to plaoe the oa.paign on a lnel ll&ola with .. r• detilll te 

lmowleolp ot tbe Deed&. Tile C~ttee, ill Ml<illg the reoluotlon roterJ'ed 

to , tHla that tile t•tQre• ot tile F08l""" alloul4 11& aar.tulq, eOIIIldq, 

&114 cradualq 4eTOloPIII( a4 t bet with tbe - alloncl &4-h prepara­

tion, 1a~t101l, •4 4nelo)81110t of tile prosruo oa 11& •4ertana.• 

-
~-
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196 
TREASURY DEPARTMENT 

IHTmt OF1'1CK COMMUNICATION 

DAft ..... 6, 1~ 

Mr. eoolsl' ... ST RICTLY CONFI DENT IA L 
.l.t 11100 7tttel'4q ethnooa ~ •--'d'T r..,oh·eA 1111' h.a-tek Phlllt • · at 

lbt laUtr' • roquott . Philllpo -• ac~1e4 lr.r lleooro . Plo-t aa4 p~!u,. 
J!r. VhUo aliA Nr. Coolsl'.,. t~her vUh the noaotTPln , vuo pro-t. 

J'ollovtoc thlo -•toe 111-. Plo-t talb4 vUh 111-. Coobr.,., 111-. Ploaftt 11e4 lo 
blo briot caoo a oop7 fd a oablecra 'llhlob ha4 "- r..,olnt ~nll"dq ti'OII r.o.oa 
clrtoc tho tat•• w-uon tn Npr4 to tho 41otn-.uoa ot :artuoh cel4. n -.. 
apl&1Ao4 thot t ho $75,000,000 olli~t ot co14 vhlob 1o ao lo l'ov Tori< to4q r,_ 
01\&va h ...to vp aa toU011111 

llrlU...__ 1014 at Otta.a 
l!dll: ot hue• cel4 eararlood vUh t ho 

l!dll: ot Encl•" aa4 h.U at Ottaw, 
aploot 'llhlob were evUohe4 tho tol-
1ov1ac llrUloh hol4lo«o at 

814Jlq 
:ao.~~q 

81DQpon 
Juaoo .Ur oo 

$22,800,000 

llo. 500.000 
2,800,000 
1,500,000 
z.zoo.ooo 

$75.300.000 

!ho o'bon tr.,.oaotln loft1na, tbelrotor o, ~ ... uoh1ac ot a aov l ot ot 
$52,000,000 ot 1014 r .... the hoaoh 4opotlt at Ott•• acaton llrlUih pl4 hol4 lo 

1 ot t he vor14. !lao total ot hoaoh cel4 tl'oa Ottaw 'llhlch hal -
acainn ce14 ho14 lo Soath .&hloa aa4 ohovboro b7 tho lii'1Uoh 1a 

t>f·<,<>oo,ooo, !Ua loaftl $1011,000,000, .,.., ot tho t otal &r.l'Mrke4 d.apoaU ot 
·liZS~ .ooo,ooo . vhloh ..,. atUl 'be 1VUohe4. 

Pln-t ooaUaof. JUt oxplaaaUft to ao ot tho ohaco l a pol107 at Loa4oa ot 
tbq Vll'l aoUt1e4 t!Ua ...a:. !bet h. herototoro, I.oa4n ha4 ohoft .,. laol~ 

t o ... u ob acaian hollob 10u at ou- oal7 lll'lUoh col4 hol4 lo &>v.th .Ahlca. 
4ooh1oa bat DOW 'Mft hkft to uUlloo 1a \hla ovltob procooo llrlUih C014 hol4 

tcaUore4 plao01, l1lob •• thooo ·- 1a41oate4. !llo llriUoh hoat1li'T ottlclalo 
Yalhl~~«toa aro pnparlac to4q tor earlT tloll'• &rT h 1ll a 1ntar lhovl~~g tho lii'1Uoh 

aa4 rol4 poo1Uoa •• ot Mal'oh 1, 191!1. !hie vlll ohov tho col4 vhloh r-.taa b. 
pouauloa, althncb u _, aot ciTe tho ...-.ot I!OOrraphlo locaUoa thareot . 

howoftr . troa ,.,. oa'blecr .. vhloh n a ohovll to •• that thlo col4 h vl4tl7 
-• 'bolac at 07pl'1ll, - at Parle aa4 r.o.... . quito a 'blt r•••a•ac lo 
U4 - lo tnaoU froa .Joi'UUloa h Dar'bu. 
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1a .,pi-\\M at \lie ~.000,000 t~c~oro fttell -. lina tor Jo~ 21 u 
111, JriUtol> teu.ro a4 ~atelT aftl:llalo cell., th l rUhla laaTO ... lalaa4 tlaat 
.., to that data U laa4 ""' ,_ llu!a \o tlaa lrlUtol> !raa111r7 ottlolalo 1aara tbat 
pl4 other tlwl tbat la loath .Atrlea ~• ba ""'"" la 1Witala1ac. !laa lr1Uah l'r•.....,. people -• tllaa ..._ 1a thlr aaleoalaU-. COli. 1 r..U}T aftllauo• 
,.Uo - fipi'OI laa4 - ........ 'lpOa total !rithll pl4 balU.,., t OYOI t~ 
oljllt lie. !he - llrlU* -'•'••• h •"1>-ocl \a .._ \be ~ oihaUoa, 

Mr. Plaoeat allo PTO .. a l1Ulo tl>nlaar lato...,Uon, 1a nrlo\ coat14oaoo, 
to IU!'Plootnt the o\at-t MAo aolb to tho Saornaq 'bT Sir J'radarlolt Pllllltpo 
tbat ., arr-ent hoo4 boon alpocJ at Lolllloa bat- tho !rl\lah 1114 1a111aa n-o 
IUo.hhr Glltt, 111 rapN. to the ••• ot $100 ,000 ,000 ot llalpaa &014 1a Cuada. 

u h rq liD4arohM1 11C that \he lrlu• laaTO o'llta1»4 aa opUaa t o \orrow­
d4eroblJ' .... lllliaa &014 ..... \hh tlrn lot at $100,000,000. !'ho coli. h ,. " 
rtpa14 ot a car\ala Uao attar tho oooiMloa ot llonUUloo, or earlier it \bo 
llrl thb DIJII 4odro, Pla-t laohtocJ tlaat the !rlUah 414 not waat to M moe p14 
to Belct~a vhlll tho war 1o nor . .AeOOr4111C h 0111' tlpreo tho lillian• ba" 
$}51,000,000 ot co14 1a Ottawa. 

I aeDA Pluaa\ 1t Sir Jrocl.orlolt PhUUpe .,_ aoaat \ o laUaato to Ill tho o\bar 
IJq \bot oar &oald- 1a traallpOI'\lJIC aoro pU to the llaUocJ Statoe-. oo'QCII\ , 

414 not 'bo11no tba\ Sir J'radarlolt laa4 -t t o IIIICCid thle , 'b!l\ 1&1• llo 
eoat1r. hlt W>4ornlll41ac. I po1ah4 ooat \bat the co14 - ho14 l a So!lth Atrloa 

practlcall7 all ..,.., wl\ollocJ to tho aoco11.11t of tbe Beak of r....,c•, aplad J'ronoll 
pl4 1n 0\ta,.. , aa4 that t ho l&Uar lou llOV bou aoYo4 to lrov Tort u4 oold, Plaeaat 
0&14 lbot 1t t ho cold &\ c.po\owa oollld bo aoYocl to 0\ta•, thlo wollld M uoo4 la 
ronrtiiiC \be owUoll, aa4 \ho lli!alo proooeo oollld nan onr acala. I r-tocl \ba\ 
It .. 1114 be T027 llalitelT \he\ aa AMrleaa war TOIOol CO!ll4 bo lllocl la tr~111C 
pl4 tr,. South .Atrloa or -thor llriUah poeootaloa to CaaMa. Vo .out tato UUt 
to tl(f vhlcb h truopor\o4 ln u .Aaartcon war TOoool. Yo wolll4 aot wut to 

lputloipato 1n oJq traao&cUon \bat d14 not raoul\ la the l4oaUco1 cold wllloh wo 
a torolca port t o :lev Tor t boi~~& eol4 to ua. !here would, llowoTar, ba 

~••1111~Ulh ot tbe !rU1ah owt\ollloc tho lillian pld 1n Ottowa to Jroacb aecout , 
oJU•pp:lac u dowa to ••· aa4 tb• aoTO a correopoaUoc -• of cold 

ti'OII J'reaeh OOJ'MI't 1a Sou\b .Africa \o ue 1a • .., Tort tor oalo • 
• • • • • • • • 

Mr. Plaaoa\ callo4 .. &\ 11130 tbh aorUac· Be ratarrocJ t o oar coaTaraaUoa ot 
.. .,.ill& aa4 et&tocl tlaat bo hoo4 ...., oheolcld with 81r J'rocJorlck Pbillipt 0114 Md. 

that tbo l&Hor bal. ao\ la\111414 to raleo w1th Ill at rtbie \lao tho quooUoa 
\ronoportaUon of aoro !r1Uah cold to t blo coallaaat llir .Aaorlcu aaTal noool . 
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J'J\0111 Aller1ou Conelllate, Dakar, rrenob Weet Afl'1oa 

DA'fll llal'ob 8, 1941, 3 p . a. 

liiO.I 9& III:C&IVED 1 Jlal'ob 1&, 
ll!ltll p.a. 

Tbt tollow1ns 1• tor the Troatur7: 

On each oo-ei'C1al Plane which ltaYet here 'or rranoe 

t here 11 plaoed &0 lt1logl'aaa and IIPV&I'de ot gold belong1ft8 

to the Centl'al Bank ot Poland and/or the Central Bank ot 

Belg11a. OoM belonging to the B&lllt of l'ranoe 1e aUll at 

Iqee. 

VA.8801i1. 
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,....,..... or m:.. .. •ill" JIIO&ttiD 

J'IL'Ill Aaer1oaa a.bue7, (hr1e) nu, 

DAft I lleJ'oh IS, 1941, II p. a. 

110.1 2ft 

POft '1'd !II&A.81lii.Y J'IL'Il XAillliWb. 

I bad a tallt w1 ~ OoUYe de XurY1lle, who wu 111 

,. 

V1ob7 tor a rn 4aJe. He told •e that the J'renoh are aUU 

e~~ploJ1DI •uooe11t'all7 their 1 elow down• taoUoe 1D turDliiC 

oTer to ~e Oeraaaa ~ pld ot the Be}C1au. Jleterenoel 

telegraa ot Jaallal'7 2, 10 P••·• DO. 9 fro• the '-buq. 

Oou,.. bel11TII lbat onlJ 1& tone baa been del1nre4 to 

thea 10 tar. RoweTer, 1t 11 11 1nol1nat1on that th11 11 

a rather low eet1mate. The efforte or Thtllft11 to enter 

a lien aga1net J'renoh pld vh1oh h 1n the United Statu 

1nterute4 hla. Be deaor1bad th11 IIOTI u aa 1a4d1t1oll&l 

1ateguard 1 • 

lotel It 11 the daalre of the Buk of J'ranoa to een4 

Jean Banoer, to llew York to part1o1pata 1n th e fortbcoalng 

eu1 t ( Sanoer, 11 the haa4 of the l egal 4apart•ent 1D ~ 

Banlt ot J'r&DOe). 

Ellll 8&0\'IOII Od. 

LJ:AHY. 
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IIIII!IOifl ftD, !!Ia AD I'Oa. 

J.ooor41q to Clu1114.,- ot the ll111ht1'7 ot 1'1-oe, 

• law wb1ob qpean4 111 the .T01IUIAL omouz. tor J'"•'tft'4e¥ 

11111 ban eoae buper1JIIr etteot 011 Clel'IDIUI ath..,b to -IQ' 
into Frenob 1n4uetr,. throuab oludeet111e purobaeee of 

bearer eeour1t1ee. the euppoee4 purpoee ot tb1e law 

11 to reduoe the poee1b1l1t1ee tor e?aaioll of t.z.e aa4 

to •at•suard abareholdere qalut lo .. 111 the "ent the 

aeour1Uee an etole11• '!be Maaure pro?14eea 

1. \'bat IIAleee etoota 111 Freaob or tore1p oo-_pu1 .. 

are reg1etere4, the)' cannot be del1?ere4. In the oaee of 

tore1sa eeour1t1ee, a epeo1al t)'Pe ot reg1etrat1on oert1t1oate 

11 1uued. 

e. Bearer aeour1t1ee that h&Yt not been r•Sl•tared 

1n the preeor1be4 aanner Will be held 011 depoe1t tor 

the aooouat of the parobaaer 111 a brokerqe houee or a 

go?ernaellt-~proYe4 b&Dk. 

!he 11-• 111111eter Will .. t the date 011 wbloh the lldf 

1e to beooae efteotl?e. Intraot1ou ot 1te pro?1e1olle 

entail heaY)' peaalt1ee. 

011 the Boaree at ~o11 tor eeYeral aonthe there baa been 

in progreu an 1ntleUoll&17 r1u in the pr1c .. ot ?ar1able 

r e?enue eecur1t1ee. Ae a curb 011 thie trend, it 1• proYlded 

in another 1111r 111Uoh ,... publ1ebed 7"terda1 that French 

11a1ted 11ab111t)' and Jo111t etook oo..,uhe Wil.l aot be 

peraUte4 to declal'e 41rtdeade or pq bomaa .. &114 te .. to 

41l'Htore 111 e:ue .. of the l"&teet &DDual aaout pat oat 
tor 
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tor euoh pur.poeee tor the le37-1988 per1ot. A rate of a p-.o ... 

11 t1xe4 tor the IIAX1a~a 41Y14ell4 Vh1ah ~~q be pa14 b7 

oo~aD1e• eetabl11he4 •1Aae that 4ate. 

8eYIPal 4&7• before the text ot th11 ••••ure ... pabl1ehl4 

a oouu.n1que ... 1 .. ue4 abollt 1 t. !here wae alaou 1ae41ate 

reaoUon on the I.Jon •toalt exoballge. llaD7 ot the lea4er
1 

loet auoh ot 11bat th17 ha4 Sa1AI4 4UP1DS the put aonth. 

It 11 O&Pisuel 1 
• beUet that the 1Dtro41l0Uo.n ot th11 

l ew ~liee that 1n a short t1ae Bouthillier a&7 reaoYe the 

ex1et1ng ban to tra41ng on the Bouree at Parte 1n 1ndllltr1al 

s toolte and othere with Yar1able rennu.e . He a88erte4 thet 

the 1'1nanoe Xin1eter hal up to the preeent not been willing 

to do thie beoa111e the aarltet tar gonrnaent 1eauee might 

be adYereel7 atteated b7 a epeoulat1Ye aoYeaent 1n eeourtt1ee 

ot thie lt1D4. 

EHJ) or aaa&a. 

L&ABI. 
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., Treuur7 Dep&Meen\ 
DlYialon of Mone\ar.f Beaearch 

Seoretarr Morgenthau 

Mr. Wh1te 

We estimate the world gold produe­
t1on tor 19~1 to be more than ~4 
m1111on ouneee (about $1.5 b1111on). 
Th1e 1a an 1nereaae of ~ . 7 peroant 
oTar eattaated output ot 19~. 

ETerr aajor produo1ng area 1a ex­
pected to 1nereaae 1ta output 1n 19~1. 
The total produet1on ot the Br1t1ah 
Emp1re 1e eat1aated at 25 m1111on 
ounoee ($875 m1111on), an 1noreaae 
OTar 19~0 ot almost 5 peroent. 

Amer1oan output w111 be nearly 
5 m1111on ounoea, the h1gheet ever 
recorded 1n th1a country. 

1111. WHITE 
Branch 20~8 - 210 
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TO 

,.., .. 

TREASURY DEPARTMENT 

lm.ft.OI"'''Ca COMMUl'fiCATlON 

JollD •• Olmter 

' 

SUbject.• tr.l1m1na'7 !at1aate of World Gold Produet.iGII 1D 1941 

It a eet.i&ated that. -.-ld ,old p.roclu.ot1cm 1D 1941 will " 44,250,000 
GW>Cel1 TaJ.uecl at. nearl)" $1,550 111lll.... Eniaated proclu.ct1011 for 1941 rep­
rtstllt.s ""i.Dore ... of 4.? peroeDt. abo're the 42,2?01000 OUDotl ootta.ted to 
baTt been proctucecl 1D 1940. · 

The trend of ,old procluctiOil baa been upward ei.Dco 1922 llld 1fh1le t.be 

nt.e ot in ere ... will probabl)" cS.olJ.De 1 production aa:r M upeotecl to COil­

tl.lllo upward for t.be next fn ;yeara. 

Tbo btu-et. i.Dore- 1D col.cl produ.ct.1on 1D 1941 a expeotecl to " 1D 

tbe Uni011 of South .ltrlca. In 1940, South .ltrloen procluet.ico waa et. a re-

ccrd bii!l, llld it. io li.kBl)" that. 1D 1941 tho proctuet.ion will " ""' sreater. 
'!Ito eaUmated gold output of South .ltrloa 1D 1941 1a 14, 675,000 ouncee, n111N 
at $5l4 llilllon, "" i.Doreaaa of 7001000 ouncea onr tha oati&ated output ot 
1940. .t. alch larpr illore- 1o teobnically poaail>lo by aclopt.111g tbe practioo 

of not t.reat.iAI ~ ill ad. oree . 'l'b1o would be ocotrary to tho praaont. policT 
ot tbe gon....,.t ot tha UDion of South .ltrloa ot prol.on&i.Da the procblct.1w 

lito of tbe £Old tiol4o . In all, tha Britiab Drp1ra 1o cxpootecl to procluoe 

sli&bt.4' aora tbc 25 111lllon - :In 1941, TaJ.uecl at ts?S 111lll011. 

'!'be otbor larp produoen will probab1;y alao allow inoreaaea 1D 1941. 
lnclud.d 1D tb1a croup an tbe t111ited st.atee 1 Caud.a, Japan, .t.uatrua, ll«<d.­

co 1 IIlii tbo PbillppSJ>oa. Procluctico 1D tbo Oni ted State• 1o raported b;y tha 

Bureal of tbo lli.Dt to ba.,. bee 4,802,412 ounoea 1D 1940· Ocr ootiaate for 
1941 1a 4,950,000 oomcea, Talued ot DOarl;y $1?5 a1lll..,,.., acre ... of J per-t.. 

Arq eotiaate of ,old pro<luotion for tbe o.s.s.a. _,t " conjectural. Witb 
t.bia qualiticatiOG, 1t ia eoti&atod that gold procluet.ion 1D tbo o . s . s .R. 1n 1941 
will be 6,000, 000 OIUICOo , m i.Dcreaao ot soo,ooo OIUICOa OTor tbo .. u.atod 1940 
output.. 'l'b1o eot.aata for tbe o.s. s.a. a baao4 .., tha nppoeitiOil that re­
ported Prodnot.iOil c1Ut1caltao h&TO been at lout partiall;y OTOrc...,. 

Eatiaatee ot world production oxnl!!d1na tbe t1.S.SL'I. are 8ildl ., ... re­
liable the eetiaatee of total world produot.1011. '!'be oot.aate of BOld pro­
duot.ion nut.sl.clo tbe U.S.S. R. 1D 1941 1a )8,250,000 nu.ncea U oaapared rltb 
an oatiaated produotiOil of )61??01000 oW>cea 1A 1940· 

!be ace~ table -s.10a tha eatiataa of aold proclu.ctiCIII b7 

count.rtea. 
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lllit.d saw. 
Ciulla 
lluico 
J.wto-erl') ... 

·2-

~m 

DLWSalca et " I._J 
I ..... 

r.u.a-. Ooltl ~ '117 O..vae 
19-'0 _. 1941 

4,8CR,412. ).9 4,9!141,000 ).0 5,275,010 '·' 5.,m,ooo s.o 1,162,001 lG.o 1.220,000 s.o 
Centnl. Mn'ioa _. 

20,000 0 20,000 0 
leat~· lS.ggg 0 L-U-"'9,000 4.2 ).2 

Br&lil 10.0 s.o Chile 2.1 0.9 Col.CIIIb1& 8.9 s l'trv. 8.) 8.5 '-oaeJ.a 2.) ,., 
All Otllen -t.t ..4.2 

4.4 

0 0 
.lQd! .Jhl... 8.9 8.) 

Illd1a, Brit.iall -1.5 )08,000 -w ~ .. 3.5 2.Jl$,000 ).5 Rlil1PP1D.e ,.., ...,. • 6.8 1,167,0110 5.0 othen 
-t.f. * 
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_, _ 

Atrloa 

Jlel.I1M c..,. soo,ooo 1.1 
J'Nicll-i ~· JJO,IIOO 0 
Oold C-\ as,1100 ]3.1 
SOil~ lboc'-'. eo,ooo 4.4 
t iBCI'Q'1lta UO,IIOO 22.7 
Ull1• of Soolila 

.t.trioa l3 9.0 
otMn 

* 
wtrtllia 1,695,000 .3.0 
Fiji 1.20, 000 9 .1 
... Clu.il>e• 2..3 
... Z.llmd .3 .4 
Plplla ...2-.. 

.3. 2 

llrlllll Toial 42,266,1100 6.6 

lorlAl To~,<NieiAie 
U.S.S.R. .36, '166 ,ooo 6.1 

* Anul ** Illcl1141Dc c-., !&Da, 8!lll ve•r1• 

.......... ., ...... , ., .. 
D4 

I 

m,ooo 
130,1100 
980,000 
8SO,OOO 
175,000 

44,249, 000 

.38,218,000 

I 
j I 

!zt= sn 1 

1.0 
0 

10.7 
2.4 
9·4 

s.o 
~ 

5.0 

.3.0 
8 • .3 
1.6 
2.7 

_.L,_ 
3.1 

4.7 

4.0 
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• 3/10/41 

Dr . ~lhite informed today that the SA'"'"ta•ovf' 
mwet certainly did not give instructions to 
Ur . Gifford that J . P.Uorgan & Co. need not 
give the regular reports of sales of securi-

ties mde through them. 

nmc 

' 

• 
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207 
Trea.ury Departeent 

• Dtviaion ot llonnary lloeearch 

Dete llarch 6, 1~. 

To: SecNt.ary llorcmtbau 

' Poeoibl;r 10\& I&"' 1utnlct1cllla tb Oitforcl that J , p. llorp.n and Co, 
nW DOt £in the re&>Uar reporte 
o~ Nlea ot aecuri Uta .. de throu.gh 
u-. 

All cltalera are auppoatd to 
report their aalea of foreip aecu­
ri Uta oo our re&>Uar oapi tal 
Nportios forM. 

' 1 J . . .· 
1111. 181ft 0 0 

Branch 2058 - Rooe 2141 

'It' 
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TREASURY DEPARTMENT 

I~III-OI"P1Ct! COMMUNICATION 

OATO ll&rch 6, 1941 

TO )b'. lb1 te 

••oM v. F. Coe 

SUbject• J . p. Moraan not >-.portina security oalea. 

llr. Rozella ot the New York Federal Reaene Bank nne • at 
10 o•clock We 110ming to aay that J . P. lCoraan and ~ waa 
not reportins certain securit7 aalea which Gi!tord i e c&JT71ng oat. 
AI you lmow, tbe Federal Rasene Beok 1e ~n~ppoaecl to get reports 
ln. banlcera, brokera, dealera, etc. 011 all 11curit7 sales and the 
net chance• 1111 regul.&rl)' publish 1n the Treuu17 Bulletin. 
Ur. Rozelle seid that .-.centl:y the.-. bed been e maber of •atter 
hour• a alee which bed aroused conaiderabla o-t 1n Wall street. 
The other ~. for i nstence, more than $11 111111on ot 0. S. steel 
oharea ~'Cre aold on British account through WOrgans after the tl&l'l<et 
had closed. 

The Federal baa checked into these •atter hour• transactions 
and bavo found that in each ca .. lloraan 1a involved . on inquicy 
llorgans have ate ted that they are not reportins theee aalea. From 
the det1n1 te -.;y in which the lloraan !11"11 a poke the Federal interred 
that e1 tber Gittord or perhaps the Traaaury bed aeid that sales of 
tbia kind ahould not ba reported. 

I told llr. Rosalla that I knew ot no auch tranaactiona but 
'IIINld llolke inqlnriaa in tbt Traaaury. 

8)' ,_ 80at people in 1lall Street know that tbe Br1 tisb are 
placiDa eecuritiea directly aa wll u diepoeina ot ~ tbn>uah 
belike and d.Mlara, and accordin&l)' it ie lmcnm that <Nr fiauraa of 
.. curity aalae aoina through da&lere do not (';1 ... a correct picture 
of the quant1t:y baina liqu.idet.ed b)' the Britiah. Accord1nal)', since 
Wall Street cannot now deterlline tbe volume of aecuri tisa be1na 
liquidated b)' the British tbera 1s no point in 0111 t tina tro• our 
.tl.gurea theae •etter hour" ao.J.es. If the llor&an stand 1a backed np 
b)' tha Treaeury and our t1gurea of nat aecurity aalee are to 'be made 
worse thin they now are, we might nll oonaidBr droppina th .. 
ontirel)'. 
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~o for the Secretary: 

.) llr. Cox thoustht you might 
want -to take with you 'Eo the \'1hite House 
to get the President's reaction. 

Mr. Cox may be reached at the 
Capitol, Branch 7. 

, . 
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Yarch 6, 1941 

J.IE!~OIWIDUJ.l FOR TilE SECRETARY. 

PliOITED m FRCE! CAPITOL BY J.IR . COX. 

The following is an amendment nhich the Com::ni.ttee 
is considering, if necessary, to offer aa an alternative 
to the Ellender amendme.nt. 

•nothing in this Act shall be cons trued to 

change existing lan relating to the use of the land 

and naval forces of the United States, except in so 

far as it relates to the manufacture, procurement and 

repair of defense articles, the communication of de­

fense information and the other non-c~batant purposes 

specifically enumerated in this Act. • 
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. fJ...P-r.J-.t, ~~ ,.,,,.,., 

& TREASURY DEPARTMENT 

• ·-IIICI10N .,_., 
_ _ CJI .... ....-.­____ ..... 
---:.r.:::::- .......,. 

11e1110r&ndWD tor the Seor at &rT: 

llaroll 6, l9U 

During the week beginning Maroh lOth, the D1T1eion Head8 

and counael or the var1oua Field Divieiona or the TeohDical start 
are meetill8 in Waahillgton to dieouaa the operationa Wlder the 

decentral ized prooedure. It 1a 111tended that a part or the 

aessi ol18 will be Jo111t oonterenoee or Starr Heads and Start COWl8el , 

with otrioiale or thia office and or the Oh.iet Oounsel'e ort1oe. 

I bad expeoted and was lookill8 torward to presiding over theae 

Joint conterencea. I now r i nd it iapoaeible to do ao, 

It would be appreciated 1t you could aaaign Mr. Harold 1'1. 

Graves to preside over these Joint conterencea, to consider any 

recommendations there aade by either the Ohiet OoU118el or the 

Technical Start, and then adTiae 1M . Th1a aadgxment would 

require about two 4aya, probably March l) and 11., 19U. 

I IlSke this request beoauae, under the o1rcuaatancee , I 

believe Mr. Graves to be the beet equipped and moat logical 11811 

in the Department to conaider aattera atteoti.D8 the decentraliza­

tion procedure , in the aetabliahllent ot which he pertormed auoh 

an important par t . 
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DES 

Secretory ot State, 

"lnshington. 

841 , :•oroh 6, 3 P· "' · 

~· y 410, Ptbru~:-y 6, Noon. 

POR TR EASURY PRO!! HEA'l'l! . 

GRAY 

BERUtl 

Dated l~nrch 6, 1941 

Reo •o 11:26 P· "' · 

According to the Reichsb~nk statement tor Februnr y 

28, tot>l investment hol d i ngs (oo~ero!1l ond treasury 

bills securities nnd ool later ol loans) i ncreased dur t ng the 

l~a t week of Fcbrunry by 1482 million mnrks to 15693 

million marka compared wlth a riae during the corresponding 

period in J~nu~ry ot 984 millton m~rks ond in Novrcbcr 

ot 1233 ~llion ~nrks , I nveat~ent holdings ~ere thus st 

thetr highest point rith the exception or Dto~ber 31 

1'1\ttn they stood :'It 15846 million mor:<a ~nd l"' tre 'P"roxim~tcly 

l billion m'rks grc3ttr then the J1nu1r ; 31 t l gurc. On 

Ptbru~r;• 28 investment holdings (in million mn rks) stood 

as follot~e : com.,crcett~ l nnd t r enoury bllls 15284; eligible 

securities 24; ooll~tcr~l lo1ns 34; miaccll~neous secur i t i es 

351, l'iacell"ntous !lSsets shotud ~ aubstnntlnl reduction ot 

359 ~i11\on cerks dur i ng the lost week ot Ptbruory to 1059 

:olll1on onrka the l oT!ca t tlgure atncc Jnly 1939 indicating 

o l'lrgt 
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-2- 841, !Iorch 6 , 3 P·" · trom SerUn. 

o lorg£ reduction tn the ut111&otlon ot the Rctcha opcrot~ 

ortdlt ot the Rtlohsbank. Even t~king thts reduction i nto 

ooneidcrnt ton however thE End of tht ~onth tlghttntng 

ot the Rt1chsb~nk 1 s posltlon "lth 1123 m1lllon marks tn­

ortast ln lnvest~ents and elscellnncous assets ~sa obovc 

normal. 

Note olrculotlon on February 28 stood ot 13976 mtlllon 

mnrks compared ~th 13694 million marks on Jnnuory 31 nnd 

woe thua the ht ghcst of the wor with the exception of 

Dccembtr 31 when it stood ot 14033 milllon marks . Wbcrcos , 

stght deposits showed only o 30 mtllton mark lncrtost 

during the lost week to 1935 million m•rks comportd with 

1126 m1111on marks on January 31 to concentratE htgbtst 

figure re~cbtd stnct December 31 although well under tbt 

tlgure on th~t dote or 2561 ~llllon ~nrks. 

!·ORRIS 

RR 
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CORR~C'l c:D PJ.Ii£ TWO 

-2- JR 841, Mcrch 6 , S p , m, , trom Brrl1n, 

c lnrS£ reduction 1n tht utilization of tht Rticba optrcting 

ertdi t a t the Rtichsbcnk , Evm taking this reduction into 

coneidtrction however the end ot tht month tightening 

of tht Re ichsbcnk 1s position with 1123 million mcrks in­

crcrsc in 1nvutmrnts end miactllcntoua c eatts wr s rbovE 

normclt 

Note circulction on Ptbrurry 28 stood Lt 13976 million 

mer lea COI!IPC red with 13694 million mrrlca on Jcnuc ry 31 ccd 

wcs thus tht highest of the wr r with the exception of 

Dtc tmbtr 31 whm 1t stood c t 14033 million lllllrks, Vlhtrtc.a 

sight deposits showtd only r 30 million ~rk incrtrsE 

during thE lrst wEEk of Ftbrurry to 1935 million mt.rks 

compt rEd with 1126 million ~rks on Jr nwry 31 , this is thE 

h1ghut figure rEt chEd sincE Dtctlllbtr 31 c lthoush wEll undtr 

the figurE on the t dotE of 2561 million merle a . 

IIORRIS 

RR 
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Jr. Ooolaru 

TREASURY DEPARTMENT 

DATa ..... 6, l!l'n. 

CO NFiD E NTIAL 

loU 'o -rclal. -•rao 
Puob&M4 tna u relal ooueru 

.£)3,000 

.£25,000 

0pea .m' otorllac lot14 •'eedT at '4.0}-1/ 2. ~-Uoao ~ u.. roporUac '-D 
oo !ollowa 

S.U 'o -rclal. -.no 
Pvcbue4 f... rolal. -•rao 

t 6,000 
t 1,000 

\1>0 olo•Sac l'atoo fu \lot forotp -.otoo lloto4 'below wro ao 

Oau41aa dollar 
lvtoo tJNo (-rolal.) 
lw41oll ID'ua 
.. tu.-.tt 
Ltra 
lrao1llaa allrota (froo) 
lo:doaa pooo cu..,... 

Ia Sbnpl, \lot V, S. o(Uftln\ of \lot ,_.. ,... 'j-1/~. ~f 1/161. 
1-r a\ ).9)• 

!!Moro ,..ro ao pl4 ,...._u .. o ·---•'14 lJ u ,..,, 

!lila J.UJ'al .... n. luk of .., Tom :roporto4 \lot\ \lao - of Clau4a olltppo4 
ta p14 f,.. QuMa \o \lot JoUral for _, ot \lot OoYo....,.., of Cv·ea, 

oolo to \lao low Tori< .u.., otttoo. 

no &toto D.po.r\ .. a\ forwar414 a ooblo \o u o\oUac \11&\ Lour4 lroo., Loa4oa, 
$511,000 la plt r .... Loto1oa \o Laoar4 horoo, low Tori<, for ooJ.o '• \Ill Jew 

.t.ooq Otttoo, 

I. ltv Ton: ll&ol< *loll -toaollT roootftl cr-laU- for 1014 u4 otlnr r.. 
Hpor\o4 , ... 'Mat'• 1014 prt01 la \110\ -••r,... o('Otftl•' \o $)5,20, ~ 

O\o\14 .... , pU ta ..,_.. 11M •"',. \o ao 111e11 oo \lao o('Otftl.a at $35.'47 • 

""-~ 21, 
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Ia ~ .,n ..a ,_., •ll-- ...U flat a 0.)/a u1 ~/N ,.._ 

.,..,u .. l¥· "- v. •· --~· - 112..11111 _. 112.,. 
IIU41 ""' .._,. NUl- prs.. fer fenlp alber _. _....., u )lt-3(1¥. 

tn..-rf'• ~ ..... prloe tor torolp oll"r - UN •+•pt u 351• 

wo -'• - pvolleN e1 all"" -uac h 100.000 -• ..Ur \M lllnr Poar­
,.,. ,l.ct. nu ooaaloh4 of ..., pro4uUoa troa tonlp o-•rl••· for foiWirf. 

CONFIDENTIAL 
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Copy to Mr. Dean Acheson 3/6/41 

Copy to Mr. Daniel Bell 3/10/41 

• 

• 

.. 
\ 
l 

• 

·. 
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...... 1M1 

Dtar lurJ• 

At tM lut aetlq ot U.o - UdiO'J c~u .. 
with tho Pr01liat • lanll llt1 I pro•w o _..._ 
ea4 oxldlllh oatllalaa tM luna puehubc llt•U.. 
Toa will rooall tbat I ~laol tM ...a tor o poller 
.aiell w.li Mfft u a pUe t .. tM ohl•htratla ot o..­
port ooatNl, prlorltloo, -' y;:-ua olo.,....o. To. 
wUl olio rHall tbat tM '"' t Mit tbat Wo attar 
nt witkia tho purl" ot tho ct.dttoo. 

ruo ll tutl• Olptdalb 1a dn ot tho la toot .... 
'fllopMDh 1a tile aJ.14lo Jut, lo Moaaia& 801'0 Mrlftl ft'O'J 
a., ua t.ealato .. u ... t lit teba. 

I lano aot laoeN ea:rt1a1aa troa 7011 or bta tu otller 
aalltra ot tho Abhorr ct-ltiee duo llanla bt. 'llll 
1•• ~tovo tu Pnllaat• • utlaorlu to oall a -u-. ot 
\ht AbhO'J C-.lttoo tlala hUll \o oottlo tu toU,.lqa 

(1) A pollq wltla nopoet to pro-t * 
t.tve lualaa ol'lon Blob wUl Mno •• o \aola 
for the .,.,ahtntla ot nport oatnl, pr1orltloo, 
a4 pro4•tl• ol•.,....•• 

(I) fto .,,,, at ot pr1or1t, rotla&o •­
ohtoat wltla tlao pollq ootolll1olaH for \till pro-t 
... r.tv. ....... 

(I) fto laauuo ot export lloo ... , oaale­
toat wlb tile pollq ntoblhW t .. llttla pN-t 
aa4 tvtwo oritflo 

{') fto ooortlutloa ot pro4•tl• oloaruooo 
with the oaol~t ot priorit, ntla&• aa4 tM 
•4el•lotratloa ot oiJOft ooatrol. 
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Dtu :an;: 

COPY 

llanh a, lNl. 

At tho laat aootlng of tho n .. A4Tiaor,r Co.aittoo 
with tho Pruidont on Jlaroh lat1 I proaontoa a MMran4• 
an4 nhibih outlining tho Ru111an purohaaing lltuatlon. 
You will l'toall that I -.phaaiaoa tho nood tor a pollOJ 
whioh would aol'TO &I a guide for tho a4ainiatration ot ox­
port oontrol, prloritioa, and produotlon oloaranou. YO'Il 
will &lao rooall that tho Pruldont aaU that thia uttu 
wu 1fi thlll tho pvd.. of tho C-t ttu. 

231 

!hh lltu&tlon upooiall:r in Ti .. ot tho latut do­
nlopMnh in tho aiddlo lut, la lloooaing aoro Hrioua lftJ7 
4&7 and t..edlato aotl.on IIUt be taktJL. 

I haTe not hoard ~ froa 7011 or froa tho other 
uabora of tho 1dTl1017 CG.aitlu ainoo )laroh lat. 1Jill 
JOU aoouro tho Pruidont•a author1t7 to oall a aootlng of 
the AdTiaoJ7 C-tttll thil Fridq \o aottle tho tollowlnga 

(1) A polio7 with r•JP•ot to pl'taent and 
future Ruaaian order• whioh will lll'TI aa a baeia 
tor the adainlatration of export oontrol, prloritioo, 
and production oloaranooo. 

(2) no aooigDMnt ot priori t, ntlngo oon­
oi otont with tho poll07 oatabllohod for both pl'toont 
and fut11H ordora. 

(8) no iaouanco ot export lioonaoo conoio­
tont with tho polio7 ootabliobod for both pl'tatnt 
and futuro ordoro. 

(4) Tho ooordination ot produotion olearanooo 
with the aooi~nt of priorit, rating• and tho 
adainiotration of export oontrol. 
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1M leefttal7 lit ltate ,..._,. ble o-.plS..\e to tile 

Boaora\le U.. le-U7 of U.. tneoou, ... -1-• no 
oop1oo ot a ,...,....... ot telocNa ... 211 da\M fo\ftal7 211, 

1M1 t... u.. Aeorl.oaa Co-.1&\o, lluo1, repruac veU\o 

laolonrel 

••• Jl tr• lluo1, 
h\I'UI7 211, lMl. (I) 
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............ 
- 0 ,_ •• _ ............ ..... 

MBI .....,_, I!J. lfl1. » -
IOo I & 

T- I .t h..._,. U (I :p.a.) -' O..NlaM'e ........ 

110, 179 of h\....,. 17 vi.* "Pft M ..-1 .. of \u ._ 

of lDAoQ!M a tile V.I. 

t .. ...ur .tterMea a • OOIIYV.Ulea tile Iupeetor '-..-.1 of 

1DAoeb1» ~ tile\ tile ""'-1 .t ... ValW ltotoe tr...., 

to h- lS.e-1- -etac 1aJU7 te leMllMu\rlee 11 ..U ... 

,.,. ... "' f• .... .,...,, •• ato .,. •,.. u...•. 'f1* ~ "' .,. 
toner .,. t.QMtor e-ra1 ldl. ....... ll .. .,. _, refuel elf 

u.. 11.1. ~ to lo- 11•-• for .,. ,.,_, elf ,_-..... of 

pe\rol- ,......._,. aef. to\MOo tr. ... hta .. , I,.Uoo -' for 

u.. ~· of dea poH11aH1 t1rea *- tlo1W 1\o\oe -••lac to 

111$1,000,000. lleprUac ......... JIIHUH• ............ , ... 

f ... MI'J altll\ M foroel \o aim\ ..,_ U tile 11-MI ooa.U- M M 

refUel., t11u •••Snc illa\Ul\7 \o -- oo\\oa. lf \M f•toi'J' ll 

forMA M ol.e ... , -.....u of aa\1911 v1U \1 tllro• a\o ~· 

.., \loire -a -. • ...,_. .t -w -·• a -. -ti'J'· 
!!Ito Mlecr- llu \oa _, \o OeriM \o M ...,..w M • P'', 

htplac, Joac a:.&. = pia.: aef. .,. hPR-'· .., 
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Toa an •tMrt .... te 1101• ... llo01wneorz-•t ~ et W·•• .. 

u-t ~ M enllW tile Jli'lllrb et tile ~ of 1,000 taaa of n)'Mr 

-t.now tv Dr••• a, 19llo, tepiUr vl\la t11a ,... ...... at _, lll\IIN 

of tu liUW ltetea v - ....-q tle-o« 

of oll ,.,_,,, ....,_.. al wl .... •--"'' ,.._.all •.,..w -•• ,._ 
.... l.a.o"'-U..., .. los.- attiea., .. :...c- .. 11 ............. Ia 

- at ..... t1w "lft-W.tlft Ia .. Tel'lt et _. -...,. .... wl1l ,_.._ 

...... rl .... ...., ... -~·· , ... - .... - ... &iapelltia., ..... __ 

la -'* v1•- • "• ,..,. _, la t11o ,..._. ... .,._.or tllo 

l rtllarl.eaU .. , Wl•• tv aport te rr-... Ilo4o-ftlaa .... _. ., •• ,.., .. 

1o »aU tv tna .a •.,..w _, •. 
It h 'lleUOftl .. , ~· u. ..... alell ... -... u ....... -· .... 

Tlllt "JH-tetlft et tile :~..at et ,.,_.,., s-.1-te Ia }lftetl8l1 tea ... 

---· ,...n.s.. .... wlU 1le -~teq .......... u- :n.-. ... 

' ....,. .......... - ... 81111,...,., ..... ~· ... -· ... - ... 
.... (II.) ........ • 

Regraded Uclassified



Secretary Kor geatbaa 

Pehle 

DATa )larch 81 18&1 

You ~ be intereeted in the attached letter traa 
Profeuor Ch&lllberlain. It mq be au.a.rbed u tollon: 

1. There are two :!lor obataclu in the wq ot ret~ ... 1lho 
possess .U..rican Tiau who wiah to eaigrate troa Franco; 
{a) the difficulty of securing exit pel"'llita froa the French author­
ities and transit permits through Spain and Port~al, and ('b) the 
securing of ate1111111hip transportation fraa Usbon. Jaericu 't'iaaa 
are being iuued to Ill persona who oan supply adequate nidenco 
of support and who are not totalitarian in &1Jillath;r, md 1lho further 
can obtain nit Ti.su fraa lranoe and ate1111111r pungo. It b 
suspected that t he Gel'IWl govel'DMnt ie behind the French relluc·tu.oo_. 
to grant exit peral.ta. 

2. It il rumored that Gestapo agents are active in Spain and 
in one case at least Gestapo agents ordered the Portugese frontier 
authorities to admit a group of ref~ees and added (in effect) 
•we will take Portugal in three weeb•. 

3. The French han offered a naeel to take eaigranta to 
Yartinique ; on the return trip they desire to take a cargo back 
to France. 

4. There hu been aa.e acceleration ot .aigration of Rabbi• 
· and theological atudente troa Uthuania reoantlr. The Joint Db­

tribution Ca.aittee is discouraged, howeYer, md ita representatiYe 
plana to leaTe Lithuania soon. 

With respect to the transportation ot Rumanian refugee• to 
Palestine, an application tor the releue of $30,000 fraa Rn-•nlan tuDde 
was referred to the State Dopartaent at ih request . 
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llr. J. ". h1111 
ualstcnt to the Seeret1.17 
treuUI'T Dep&J'beat 
wuhillgton, D. C, 

Dear Kr, Pehle: 

.... l,lMl 

Thank 70u tor 1our letter ot Februar.r 27 ana the enoloa.a 

memorandum. In rupeot to Jl, Laoour-Gqet•a atat ... nt about hla 

interest in indhidual ouee ana wantlne to know whether our aonm­

cent would agree to the releue ot trosen tunde to pq tor the u­

penses of refugees ooaiDg to thl• countey !rca France, I han OIIJ.T 
to sq that I • quite aurprhed. 'l'here are two things now in tllil 

111 of refugees wlio han .blerican TUU gettiq to th!a 001111tJ7, 

One ia the dittioult7 ot gettine exit pel'llita troa Fra110e ana peralta 

to pua through Spain or Portllgll. 'l'he eeoond h the d1!tioult7 ot 

getting ateaahlp tranaportation troa Lisbon, n01r tlw onlJ' open port. 

Vr . Warren ot the Visa Dhiaion ot the State Departaent sqa that 

.bleri can dau are iaaued to all persona who oan aupplJ the r equirl4 

attidnih ot support and an attidadt or stat ... nt ahowing that thq 

are t he kind ot person who would be in •1111Pati!T with the goni'DM!lt 

&nd condition. in this oo111ltey. I understand that tlw Depart.ent 

of States ie reaq to be ney lenient in reapect to tlwae attidarlta 

and statement., but the7 are umrllling to heue Thu to per10111 

•ho cannot abow that the7 han a ohanoe ot getting .U ot France and 

ot getting ate111111r pueage , 'l'he reason tor thia Ie that there h 

onlJ' a limited nullber ot quota 't'iaae anilable to Gel'IWl or Polee 

or Czechs, ana the Depart.ent doe a not want to heue a nullber ot 

.visas to persona who han not a good chance ot uaing thea ana eo re­

duce the lulllber which can be made &Tailable to people who can uee 

them. A tnr people are dri!ting put ot f rance nth .blerlcan Tiaaa, 

If the French gOTernment i• reall7 eo anxious to help, I do not aee 

•II¥ there 11 auch d1!!1oult7 aa 1a reported troa France in gettiDir 

the pel'llll.ta ot the French gOTeraent to lean the countey. We tbhk 

that the German gonrnment h behind the whole picture. 

Let .. tell JOU a ato1'7 told recentl7 b7 a peraon who o ... 

from Port~~ial• It wu to the etfeot that a group of refugees appearl4 

at the Portllgueae trontiar without Port\lgueae 'fiau or without Tllid 

Yiau to 1111 oount1'7 OTerseu, (.&I 7au. will realise, Portllgal doea 

not t.llow 1Il7Gna in who 1au not a Tisa to IOIUI onreeu o01111t1'7, ana 
I think, now 1 te ... r pueage.) .lJI1h~~~r, thia group wu not aooaptable 
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llaroh ,1, 19U 

and the Portuguese refused thea adJd11lon, Ther eupon Ceatapo agah 
tUI'ned up aDd ordered the Portuguese to admit these people, When the 
portuguese demurred, the Gestapo men uld ~ are ;rou m•kinf. 10 .uoh 
trouble; we will have ;rour oountey &llf1'8,f in about t hne wee , • The 
Portuguese are aaid to have answered, "Then come back in three weeks 
when you have our countey, • I have other border stories showing t he 
interference of the Gestapo with the situation in Spain, 

I am alae informed--and t hla ;rou probably know--that a French 
ship--one of the Fabre Line--is offered as a meana of transportation 
of emigrants with American viaaa, either to thia oountey or to aou 
south American countey. She ia to go t o llartinlquei md the paae8Jiiere 
are to be brought to this countey 1n American veaae s f r <lll Kart lnique. 
The hitch I understand 1a that the;r want to tab a carfo back to France 
and of course must have British permission for both tr ps , 

Efforts are being made to get another American ship to go to 
Lisbon, and if )(, Laoour-Ga,yet is reill;r sincere, it might help, 

I will look into the question of the transfer to Lithuania 
filed by the Union of Orthodox Rabble . The lmerican Jewish Joint 
Distribution Committee baa ver;r little hope that much more can be 
done in Lithuania{ and I understand that their representative{ whom 
J.!r . Wiley knows, s to leave the country, You know how hare t ia to 
get anything accurate about the situation in Ruaaia, but I know that 
there has been acme acceleration of emigration recently, and there 
are hopes that a considerable number of the Rabbis and theological 
students can get awa,y, 

I was asked the other da,y about the r equest of a Zionist 
organizat ion to allow $30,000 of the Rumanian frozen funds to be 
sent to Switzerland to the order of t he Zionist organization, to 
PI¥ for the tranap'ortation of a large number of Rumanian Jews to 
Palest ine. I wa.a aaaured that t his was bona fide. I have tried 
to fet acme information on the subject , but no one here has an;r 
rel able information, We all know how bad the situation ia, and I 
should be inclined to take a chance with that much money, but to re­
quire evidence that the emigrants had permits to go to Palestine, 
The Rumanian situation is utterly distressing, but on the other hand 
we know of many oases in which refugees wit hout Palestine permits 
were put on board ahip to go to that country, and considerable feel­
ing developed among the Arabs , However , the Rumanian situation is 
so bad that unleaa the State Department baa acme objection, I would 
be inclined to take a chance, but not to gin &nT more unleu fOU 
could get nidence that this money was uaed for this purpos~ , and that 
it did not result in embarrassment to the English in Palest1ne . It i l 
a hard decision to uke, but 1n t his refugee matter I han not aean 
&n,y but hard deoiaiona. . Very ~~~!~l!)youra, J.P. Chaaberlain 

' . "i 

-· 
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Prooo .. 4 ... '111111 JI!Pspe Bond top W(!eJ' InYaaCora 

(PAJ111i- a owr•nt Ht\11'11 pt tba Pate ot 
2.11o peroant per aM•) 

Nu.:Dber ot •ald.­
annual perloda 

held 

Iaaua pr1oa 

l 
2 

~ 
5 

6 
1 
II 
9 

10 

11 
l2 

~~ 
15 

16 
17 
111 
19 
20 

21 
22 

~' 
Treae11r7 Dapart .. nt, 

Redemption 
ft1IHI 

i100o00 

911.80 
9~.eo 
9 .oo 
96. 20 
95·50 

~-00 . 60 
94.10 
94. 0 
94.10 

94. 20 
94·~ 94. 
94- 50 
94-70 

94.90 
95o20 
92·60 9 . 10 
96-70 
97ol!o 
911. 10 
99·00 

100. 00 

, neld dlll'lng 
period held 

.oo.' 

. 20 

. llo 
·~1 • l 

· 75 
.1111 

1.00 
1.12 
l o25 

1.~ 1. 
1.~ 
1. 6 
1.74 

1. 110 
1.1111 
1.95 
2. 06 
~. 1 

2. 111 
2. 25 
2.~ 
2o 

J)lyUlon ot Reaearoh and Statlltlae. 

nelda are nold.na1 annual r atee ooapoUDdad aelllaMuallJ. 
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JIIIBel' ., ... IU.. ft.lu ne1a -:'e1, perle& ••!.-••••l he_, I'Npoee& he•••' hopoee& pt1'1.U ...a. ...... 'IMMI4e 1loa4e be14 

111111 priM m.oo m.oo - -
1 r t= -~ -~ 
I .00 ~:ll .67 
l .oo .1111 

.oo :gg 1.~ 1:1 ' • 00 I • 

6 eo.oo 
&·00 

1.16 1.5 

' 
11.00 .oo 1.! 1. 
ea.oo • oo a • 1. 

1X a·oo 11.00 a. 1.J; 
.oo te.oo 1.aa 1. 

u l·oo s:: L~ 1.! u .oo a. 1. 

~l :t: K. a. 
&00 a. ==~ 15 91).00 91).00 L 

16 

ji ji !:I ~~ tl 
I tto a.!IC) .oo 00 

._ '• __ _. _ _. .... 11a ..a ~taUrU.••· 

.... _, •••• 1 - -··- •• 
Jlal..r. ... P 1'=1 I P' ..... I ..... .a .-1-
• 5i!'r• 
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HUIIIber of aelll1-
nnnU41 per1o4a 

held 

Iuue pr1oa 

l 
:! 

4 
5 

6 
7 
8 
9 

10 

11 
12 

~4 
15 

16 
17 
18 
19 
20 

21 
22 

~l 

Treallll'J Dlpar~nt, 

Re4ellpt1on 
Yalue 

~ 75.00 

7~.00 7 . 20 Til() 7 .so 
7 .20 

J6-70 
1·ro 78o 0 

78.90 
79.80 

80. 90 
82.00 
84:10 8 20 
85.110 

s6. 6o 
87o90 
89·~ 
90· 
92·110 

94ol0 
]•90 .ao 

• oo 

Y1el4 dur1ng 
perlod held 

·~ .27 ·r : l 
·12 . 8 

1.02 
1. 1, 
1.2 

1.~ 1. 
1.a 1. 
1.74 

1.81 
1.88 
1.95 
2. 02 
2.10 

2. 17 
2.~ 2 • 
2. 1 

DtY1a1on of Raaaarah aa4 8tat1at1oa. 

nal4a are aolll1na1 aMual l'atll OOIIPOUD4e4 lllllaMuallJ. 
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I. ittHm !M!ttr of V!r• 

ll.l.JI., V.JI. 
...... . 1941 
12t00 u. 

AK• li!DI!!l• lo iltport.ult at.taolcl -.t.ec~. 

!rU'M• A dq1Jtbt raid .,..r aorthen> ,_ 
appeare to baw bMn 1Dterceptecl. lo nicht. ..,....u.- Nported. 

n . wpn lbtater ot Jar. 

• 1nr1e• GeiMD troop aou nt-e cCIDt.Siala. 

t) beT e I QDI!!l. lo ollutCe • 

fl.; It.aliu D&ftl Uftit.e baobanled O...k 
poeltiooe alq U,.n!an cout.. 

III. ll!cU.S:!Z7"P"" aDd. Atr1o!e 11!tat!n ot Var • 

r 'P · Er1tr!a. lt.aJ'•n ,., 11,.,. 1o cbaDp. 
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TO Beorotarr Xorcoalbaa 

B. 1). lhUo 

- ..... 7. 1~1 

Bow oball ~&114 uo ber anUule ~d .-ar111e tbo 
OOII1Dc Jeart 

Btr1ppe4 ot a1Dor ao41t1oat1one and ooaplez1t1ee 

the problOD ebapee ap ao tollowe: ' 

1 . Cana4a ezpoote to set eoae a1d under the Len~ 

Lea .. B111 1rreepeoU•o ot Wlbother or aot &nslaDd uoee 

her o ... 1taoate to Cana4a. 

2. BoWYer, tbo aore ZalllaD4 pare Cana4a, the lou 

t1na.no1al aH1ot&IICio • Ul Cana4a aoe4 troa ue ud oon­

Yereelr tho aoro will Knsland need troa ua. fberetore, 

t he eeaentlal quoot1on eo-. to be wbetber •• would proter 

to extend • ..,,raJ. hu4re4 .Ulloa dollar& adcUUODal a1d 

to lnslend ~r1Dc tho Ooa1Dc roar or extend aore a1d 

dlreour te CaM4a .. dar the Len~Leue BUl. 

3· U ro• were to adYhe PbU11pe that we would 

prater K~&D4 to ll .. all bar aYaUable cold to aeet Oa1te4 

State& ooaaltaonte, the qv .. t1oa ot t1nano1&1 aae1etuoo 

to Cana4a woul4 oue to •• oooner and wollld 1a•ol•• larcer 

euae thaD woul4 be tlae oaee 1t Kftclud nre to 4eo1de h 

•eat aore ot tlae CuacUu -1taeate nth sold (or dollar&) . 

!he ar,..ante 1a taYor ot •ucc••tlDS to Ph1111pe that 

theJ uet aa ... , ot their On1te4 Stat .. o._ltaonte ae 

poee1bla are ae tollowe1 

1. Cua4a 1e a better t1naao1al r1elt than bclud 

under preeont Olrouetaaooe. We are aoro lUelJ to cat 

paJ.d b&ok ..... atull J oa oar Lon~Leu• arraas•ente nth 

Cana4a tbaa udar If'~&=' arr ....... ah nth lllelud. 

0&Da4a 1o a bettor r10al&eo: (a) Oanade do.,n•t owe 

I&& UrthliiS aow, -.roao bclaacl o"• u eeYeral b1111oa 

dollare on the ol4 dabt; (b) tbe pro%1DltJ ot Caaada aad 

t be 1DU-h I'Ol.at1onah1p between C&Dada u4 tbe OD1ted 

Stat .. D&ko ~oat 1a oc.1DS 4aoadee euler. 
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- 2 -
DiY1a1on ot Konata77 

Raaearoh 

2. Le~Leaae arranguente w1th Cana4a 1a apt to be 
popular W1 t h Aaerioan people beoauu Canadian ud Aaerioan 
det enaee are eo oloael:r rolated. 

3· It we aak Britain not to aell her gold to Canada 
we shall be leaa tro~ed with oritioiama like that wb1oh 
J olln T. Flynn baa reointl:r been IU.lting. He baa been 
complaini ng that England baa been ua1ng ita aaaets to pay 
t o dominions while borrowing rrom ua. 

4. The l eu England paye Cana4a the more tinanoial 
aid ia Canada likel:r t o extend t o Great Br1ta1n without 
ccmmansurate fi nancial aid !rom ue. 

5· The Len&-Leaae B111 aa:r not be broad enough to 
take care or •oet British neede, theretor e , it aa:r be 
defirabl e to lea•e Britain W1th aa mucb caeh ae poaaible 
to pay t or wbat ahe cannot get under the Lend-Leaae Bill. 
Conaequently, it ia dea1rabl e that Britain ~ay Canada ae 
l i ttle aa poaaible. 

6. u. S. popularity in Canada aay gain it tba 
United States aakea Len~Leaae arrangements with Canada. 

7• The l eas England pays Canada the more t oreign 
exchange aaeeta w111 Canada have to use up t o pay United 
States. Ther etore, the more American investments w111 
Canadians have to eell baok to the United States. 

The argument s on the other aide i nclude: 

1. It Canada owea ue money aha aa:r event uallY regard 
us with l eas triendly eyes , though 1t the war oontlnuea 
aome indebtedness is 1neY1table. 

2. It we extend Lend-Leass arr angements t c Canada 
now, we'll aoon have other domin1one up, and it aay be 
easier t o deal with United ~1ngdom alone than with several 
unite. 

3· There are aoae people who teal that Canada ia not 
doing her share, and would theretore not tavor extension 
ot Lend-Leaia to Canada aa yet. 

4. Taking a stand either way doea mean get ting in­
volved in Empire r el a tione. 
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DAft ..... T. lgill 

,......,. .......... 
rutortq at•- J -'1-. \o ,... \!let c...1 .,._ Ill \lit 11aa - ., __ 

lee ho wet wUh •• la \ho froeOUT Woro ro\valJic \o ....... 1, •or• wo llllpo ho 

..r" alllo to ho at eornoo \o u la n-lal - -..,. roportl.,, Mr. 111\llt 

teperl• Ulh -- for as... .. .....u opproola\o .,.,., -- \ho _...,.,, at 

'Mile pro-\14 \o ,... holoro lllo cooo. O..U J 'Wlllc IIlla la trw Jut a _, -
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DAft llarah 7, 1941. 

llr. Guton 

11r . Thompeon he a referred to llle a copy or the ....,ronclulll wclreued to 

.,.., by the Presi dent under date or February 28, requeatill6 t hat the Treewt7 

Doparto:ent undertake the innat~tion or t he peraona propelled ! or ~-t 

14 the an erel De!..,.• Ajrenciea. 

I he ... Mda a wnq ot the eituation with Kr. 'I'll._ and Kr. rr.,., 

ll'Jd we are &D'MCI that tbie 110ri< ebould be cc.bined with a1.mlar wori< .mtcb 

!a now be1116 perloruc:l b7 the 1nveatigatill6 O«ent• t or the Departaent and ita 

aeveral bureaus. A rou,h aatimate of the voluu o! wori< o! thio character 

IIllich we llliaht reasonably expect to be called upon t o pert om durin& a period 

of one year indicates a total o! approximatol,y 9,000 caoea, or which ll\llllber 
~ 

about 4,000 would be innat~tione tor the De! enoe or£&111u.t iona. To per!orlll 

t.!lio volWH or wori< would oecaaaitate tho aao:!enoent of 100 agento and 25 clerical 

..::plo:reu at an acez-eeate coat or $3~,000. Ina ... ch u approxiat.elJ' 4SJ ot 

t.be •ori< would be !or tbe llational. Defense orp.nisaU ona, •• wou1c1 expect to 

uke arroll6-ta wit h 11r. lldl.eynolda to rel.Ebu.raa our appropriations !or 

Ncb year to the utant o! 1157,500. '!he rellllindar or t ho coat -.ld, or 

couroe, be absorbed by the Tarloua appropriation• out or which the eooployeoa 

••• lfllled to t hia work are now paid and repre~t• the approxi.llata coat o! this 

~ork to t ho Treasury Department at the present tw. 

To enable ue to carry out this progru we heve prepared the attached 

Order t or your al&Jl&tura directing the aoai graent or tho necessary nwober o! 

•cento !or the 1IOri< o! the Tarloue ageoc1•• concamod#-
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Jl&rch 7 , 1941 

• 

I spoke to Claude Wickard at 7: 30a.m., pushine 

him on food for England, Wickard saw the President 

this a .m. and at Cabinet t he plan rlll.s approved. 

This is my Boy Scout deed for today. 

Regraded Uclassified



Bon. He1117 llorplstllau, Jr., 
SeoHtarT or the !N&nrJ• 

lluob 7, 19.41 

261. ....... 

I aa IIM1Dc the Pre.ident t.h1e 80r1>1111 at llt)O, ODd. w1ll 

41ao,..o with bia the •tter cCJYered ill tbe ettaobed cow ot 

rq letter to bia, 'tlb1ob io &ttacbed. 

I w1ll ••• 7ou at OabiJiet ••tine ODd. w1ll dioouee further 

with 70U tb ... the •tter about wbiob n talked t.h1e 80rl>1nc 

aDil w1ll ci...., 7011 the reeulte ot rq co,.,ereetioll with the 
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H.M. J r : 

Opera tor: 

H. M.Jr: 

Jesee 
Jonta: 

H.li. Jr: 

J : 

H. V. .Jr: 

J: 

H.IL Jr: 

J: 

H. ll . Jr: 

J: 

H. M.Jr : 

Hello. 

Secretary Jonee. 

Hello, J eeae . 

Yeah. 

llaroh 7, 19~1 
11:16 a .•. 

Good morning. They eay you called me. 

Yea, then I talked wi th Dan about whe ther 
or not we 're going to do any financing. 

He reported that, and he told you how we f elt? 

Yes, I don't think he had a definite conclusion , 
he Jua t talked around ..••. 

No, we haven ' t go t anything. He and I have 
been talking about lt. We don't want to do 
anything next week and particularly in the note 
market

1 
it isn't too good, and the way my mind 

wae runnin&I t hought I'd Just brlng i t up at 
Cabinet ao the President could be thlnklng about 
1t- that lf it staye the way it i8 that the 
next thing we' d do would be our June refinancing, 
refunding, and then along 1n April when the note 
market will have settled down, we'll do you. 
Now tha t's the way I' ve- but nothing i 8 settled; 
we're Just talking outloud. 

I see. All right. We, of cour,e, must cooperate 
and conform our r equirement& to your si tuation 
and then you will mention it I auppoae at 
Cabinet? 

I was going to bri ng it up at Cebinet. 

Well , that 's all right. Now, what I had i n 
mind, a s I explained to him, was whether or no~ 
we would offer these Arkaneae bonde and I didn t 
want them to i nterfere with your program. 

No, that's all right and •••.• 
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J: 

I!.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M. Jr: 

J: 

H.M.Jr: 

J : 

H.M.Jr: 

J: 

B.M.Jr: 

J: 

H.M.Jr: 

J: 

R.l!.Jr: 

J: 

-,.-
1o U'• open nnt wa, lan't u. 
'blall U would 'be open n•t wea. 

lext •••k' 
Y .. h. 

0a JOIII' 

Now Juat a alnute. Let •• aak Dan: ht'e 
litting here. (Talke aeide). Ra ear• it 
we're going to do anrthing it' ll be around 
the 17th or lSth or Karch, eo that lea•e• 
next week open. 

Yeah, eo that it we wanted t o - JOU eee, tbeee 
bonde are callable on the tir et or April and 

You aean JOu 1 d re-orr1r eoaa or roure - ie 
that what JOU 1re thinking or. 

Yeah that' e what we were doinf. We're 
tblnking about making them ••• lable partieularlJ 
to praeent holdere who would like to reinvest. 

Well, next week 11 open. 

Yea, 10 we could do that. 

Jeah. 

0.1. 

low, it J ou' ve got a alnute, I'd like t o bring 
up another .ubJect. 

All right. 

Are JOU 0.1. on the Arkin•••' 
Yeah. 

Oh, i don't know, a weak or eo ago the Pree1dent 
aaid that JOU bad apoke to h1a about getting 
1011 kind or autbor1tJ to lend to lngland 
after thll 'bill 11 paeeed. 

Yeah. 
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H.M. Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

B.M.Jr: 

J: 

H.M.Jr: 

J: 

B.H.Jr: 

J: 

B.H.Jr: 

- '-
Well, MfOft J'OII ba,. tba\ joUod WOuld J'OU 
\alJl tba\ OYOI' 111\h •at 

lturo. I \Old h1• I would. 

Well, ho 414n 1 t ea7 that. 

tee, I told hla that I would do tbat. 

Well , would JOU, beoauat ••••• 

I 41411 1 t want to go up thtrt t or allJ ltgU­
lat1on at all until tbt7 get the Lend-Leaat 
8111 out or the wa7 OIIJhow. 

Well, bow about baYing a little lunob on 
TuttdaJ. Bow art JOU t1xtd TutldaJt 

Tueeda;r would bt t1nt. 

Tbtn we'll talk about 1t. 

Tbat'e tleh daJ, 1en't 1t? 

That'• tub da;r. 

o. r;. 

Thank JOU. 
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H.H.Jr: Hello. Row are 70u' 

Henry L. 
St1meon: Y ... 

H.M .Jr: 

9: 

B. M.Jr : 

9: 

H. M. Jr : 

S: 

B.M.Jr: 

S: 

B.K.Jr: 

8: 

H.M.Jr: 

8: 

Hello. lleei'J talking. 

We've had eome d1tticulty getting on the 
phone. 

t 

Well, I bad an idea I vae going to call on 
70u thle aorn1ng at your home. That'• where 
I atarted. 

Well, I'm aorl'l. I vaa Juat out with my dog 
tor a aoment. 

Well, you're a lucky aan. Oh, there were a 
tlook ot thlnga I wanted to talk to you about 
on th11 a14 to Br1ta1n, and I waa eo d1a­
couraged, and I Juet wanted to get together. 

Well, I'm very muoh troubled. 

Tbtn I m1aaed you attar you lett your houee. 

Well, that'• too bad. I oalled you baok aa 
toon ae I got 1n but you bad Juet lett, they aa1d. 

Well, I'll call you up again over the week-end 
and let'• aee 1t we can't have a 11ttla talk. 

Vall, I t1nd wa1t1ng tor •• your letter to 
Har1'7 Hopklna, a copy or 1t, and your letter 
to ma aend1ng 1t here. Tbat'a all I know 
about 1t; I Juet read that aa I Juet c .. e 1n. 
Rae an7th1ng been done about 1tt I don't 
know m71elt enough about thoee Ruee1an th1nga 
to baTe an7 op1n1on yet. I don't know an7tb1ng 
about 1t. 

Well, JOU eee, t hoae th1nge - thaJ're 1n your 
Department or 1n NavJ. Here ' e th1e Ruae1an 
thing- 1t'e been k1ck1ng around ••..•• 

Juet tell •• what 1t 11. Ia 1t an order trom 
Rutaia tor aomething trom th1a count!'7t 
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H.M.Jr: 

S: 

H. M. Jr: 

S: 

H. M.Jr: 

s: 

H. M.Jr: 

S: 

H.M.Jr: 

8: 

R.ll.Jr: 

- 2-

Yea, 'hin&e 'ba' we oan apara. 

Whiob we oan apara. 

We are able to apare thea, and they are unable 
to get them. They've given ua all the intormation 
and it'e eomething that Sumner Welle• haa been 
moving heaven and earth to get, but with all 
theee ditterent Department• having their oar 
in it, nothing happena, and 1t we oould get 
this one straightened out ae an example, 
tben there are about- oh, 1 don't know-
dotene ot othere which would Juet tlow quickly. 

Well, I'm not eo eure or that. What I mean 
11, we've made eo many committee• and eo many 
coamieeione that I don't think the water will 
tlow steadily except when two membere or the 
Cabinet get together and do aomething, or two, 
or three, or tour. Not more than that. 

Well, I don't know any other way to operate 
and I Juet hope that - 1 1111 preee ing Ha.rry to 
preea tbe President to get the tour ot ue 
together. You eee? 

Yee. 

And I told Harry that, tor inetanoe, it we 
do eometh1ng here, you do aomethlng there to 
help England, it ehould be reported to the 
tour ot ua. He told me t h1a morning that 
eomebody in your Department waa able to do 
eomething on the terrying ot planet •••.. 

Well, we ' re at work on it,yea. 

I mean, when anything ia an accomplished tact, 
I think that the group or tour ehould be 
intormed through Barry. I don't know whether 
you agree or not. 

Well I agree it eomeone elee will do it. 
Wbat 1 I mean ie - Harry it all right. I can't 
do it because I'm running trom one ott1oe to 
another until my tongue ie hinging out. 

No, I'm euggeet1ng that Harry do it. 

, 
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9: 

H.I!.Jr: 

9: 

H.M.Jr: 

S: 

H.K.Jr: 

S: 

H.H.Jr: 

- 3-

I'• parteotlJ W1llinc. But I can tell 1ou 
about what we' ve dona there. Va'ra gettinc 
a regietar ot pi lot• with a view to ettabliah-
1nc that terry ot planae . We've made big 
prograae in starting the tohoola - civi lian 
eohoole. We had the people down here day betore 
yeeterdey - ever7 man who hal a aohool in thil 
country- and there · i l a block there trom 
Canada; Cenade ia jealou• ot 1t, but the thing 
took a bi g Jump. 1 put Lovett on it and he 
and Marehall between thea have made a big 
juap there and are more bopat ul i n regard to 
that queetlon ot moving thoae big plane& and 
turn1eh1ng pi lota than we have been tor a long 
time. 

Good. Vall, what I waa tr7ing to do t hU 
morning wae •••••• 

But I don ' t mean to ••Y that any - it hae got 
to a point where the tirat plane will probably 
atart within a week and the othere ver7 
quickly atterwarde, and they'll be ferried 
back and torth. But t hat'e all I can say. 

Well, all I wae trying to do wae to ge t eome 
chance to ait down and juat talk with you 
beoau1e nothing ie happening, t alking in a 
big way. You know what I mean? 

Ye1. 

Vall, I Juat ••••• 

What I've done waa to take the t ourteen points 
ot Barry' a and put 1t through mJ Depar tment, but 
ot oouree onl7 eleven ot them belonged in my 
Department, But to go thrOugh that and ae to 
certain t h1ngl on the materiel, I got a complete 
antwer within a couple ot daya, and I handed 
that t o Barr7 - aa to the materiel. Ae to the 
pereonnel t hat I waa Ju•t tpeaking ot, which it 
ma~ oi lota, what I've told you hae been dona 
and it'a been very hopeful. 

Vall you eee - to get baok to that memorandum 
on thla Rueaian thing - it doeth't need more 
than a high ecbool education, ao I can under­
ttand 1t, that having - t ha Rutai~n• having 

• 
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8: 

li.M. Jr: 

S: 

H.M. Jr: 

S: 

R.M.Jr: 

S: 

-'-
Vllt Ill pt ao.nhlnc nov t or Mathe, 
and tbne requoetl are rueona'blt, end vUb 
the ... 1' laet tblq tbe way 1t 18, • tll!ht 
ceetare at tb11 t1at a lcbt 'be ••1'7 helpful. 

Yeo, I •••· Well, that'• eomethlnc that 
ba• cot to 'be aettled 'between the State 
Departaeat and eoae'bod7 alee. I mean, I'• 
reallJ oom1J¥; to the l1a1 t ot my tlae. 

Well, I'• going to aake -reelt a nuieance 
Juet ae long at 1'• here when tbeee iaportant 
thing are around and no'bod7 will IAJ, yea or 
no. 

Well, I'• aaking a nul .. noe ot aJaelt about 
••erytbing that I know about, 'but on new 
th1nga that I don't know about, I'll lea•• 
1t to JOU, except that I'll 'back you. 

Well, 7ou1 re going to - I tent a copy -
well, that 1 e all that I want. 

Yea, well, all right. 

Thank you. 

All right. 
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K.N.Jr: 

Oecar 
Cox: 

H.M.Jr: 

C: 

H.N.Jr: 

C: 

Barr7 Bopk1ne oalla4 •• a taw a1nutaa aao 
an4 aakt4 •• 1f I woul4 gat up a aaao.an4ua 
rar.rt on B.a. 1776 tor uaa at tb1a aaat1na 
tn • afternoon. I tnouant I'4 tall 7ou tnat 
10 WI OOul4 g1YI 70U a OOP7 f1rat ID4 70U 04 
be aoqua1nte4 with 1t before the aaat1ng. 

fb&t 14 be ••r7 uaetul. I l •••e here about 
t1YI a1nutea ot two. 

All r1gnt. V•ll, I'll have U 1n JOUl' han4e 
wall before that. 

Thank 7ou, Oeoar. 

All r1gnt. 
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TTrn~a::_~ H. R. 1776 

[a-t No. 45) 

IN THE SENA.TE OF THE UNITED STATES 

Faau•n to, 1941 

RMd t.,.ice and re!erTO<I to the C<>nuniu,. on Fo~ign ~lations 

FbauAU 131 19U 
!Wporiod by llr. G_,., witb amondmonta 

((Mit U•• Dllrt llt'DCtl tllnQdl aad ~MM. tbt Plrt prflltM a. ltattt) 

M411CK 6 (legislatj.., day, Faao•n II), 1941 
Ordered lobo printed showing al!M'ndmtnta ~ 10 

(.\mt<~'ltlll'ltnl• •~ to ""' abo.-n In ~('..ll:tla •lld lll'lf' tn"M". IIDd aew matiPr t-VHtl to Ia 
boldi~tte IJPe) 

AN ACT 
l''urtl~er to promote the defense of the United States, tlDd lor 

other purpol!el!. 

1 Be it enacted by 1M Senate ancl lJqu.H of Reprue'/114-

2 tivu of tlt~ U>tited SUliel of Jimhiclo in Congre&& twembkd. 

3 Thnt this Act may be cited as "An Act to Promote the 

4 Defense of the United States". 

5 SEO. 2. A.s used in this Act- .. 
6 (a) Tbe term "defense article" maao!l-

7 ( 1) Any weapon, munition, airuralt, vessel, or 

8 boat; 

9 (2) Any machinery, facili~y. tool, material, or 
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1 MUI'J!IY neOOi<Sftry for tho DIIUiufactul't', produetion, PJOo. 

2 essing, l't'pair, servicing, or o(llr'Mion ol aoy article 

3 describe<! in th.is sub:;ection; 

4 (3) Any component mnt~rio.l o~ part or or cquip-

5 mont for any article described in lhiR subs(lction; 

6 ( 4) Any other commodity or n rticle for defense. 

7 Such term "defense article" includes My article described 

8 in this subsection: Manufactured or procured pursuant to 

9 section 3, or to which the United States or any foreign 

10 government has or hereafter acquires title, possession, or 

11 control. 

12 (b) l'he term "defense infonuotion" means any plnn, 

13 spccifiention, design, prototype, or information pertaining to 

14 ony defense article. 

15 S..:o. 3. (a) NotwithstMding tho provisions or any 

16 other law, the President may, from time to time, when he 

17 deems it in the interest or national defense, [~ 1M ~ 

18 ~ ~ ~ ere-&. B~{lj,'tJJ,f.e 1H' t61i/t'BeM ~We f-
19 4iftM ~ ~ Bltl.~61 ieed by CsH~te88, ] authorize tho Secre-

20 tory of War, the Secretory of tho Navy, or the bead 

21 or nny other department or agency of tho Govcrnmcnt.--

22 ( L) To mn.nufncture iu llrliennls, fact ones, nud sbip-

23 yn·nt~ under tlteir jttrisdiction, or otherwise procure, te 

24 the ~xtent to w.hich funcb are mad~ available therefor, 

25 or eontrlda an authorized from time to t~ br 
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1 • Onzr-. • ...., uy cle'-e utielt lor the 10.,. 

I • ..,a.eut of ay COIIII!ry whose dcl~!me th& President 

~ 'fitl\l to tbe defense of tho U nitoo Sutes. s 
~ I 

5 

G 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

1'1 

18 

19 

20 

21 

22 

23 

u 
25 

(2) To sell, transfer, exchange, leRSO, lnnd, or otho"' 

wise tlispose of, to any surh govcnuncnt any defense 

o.rtiolc, but no defense article not mmtufactured or pro­

cured under p!llllgr8ph (I) s'-11 in any way be dis­

posed of under this paragraph, e.'CI'Pl tllter oommltation 

witb tho Chief of Stall' or tho Anny or the Chief of Naval 

Operations of the Xavy, or both. Tho •·alue of defense 

articles disposed ol in any way under authority of thi! 

paragraph, and proclll'l!d from fundl! heretofore RJlJli'O­

priatcd, shnll not exceed $ 1 ,300,000,000. The value 

of such defense articles shall be determ.lned by the 

head of the department or areacy eoncen1ed or tadl 

other department, aceney or ollleer u alaall be detlr· 

nated In the manner pnmded ia the rulel aad npJa,. 

tiona iuued hereunder. Def- artldea pnc:ared 

from funds hereafter appropriated to any ~ 

or aceney of the Government, other thaa from fuach 

authorized to be appropriated under thit Act, ahall 

not be diapoaed of In any ••1 under authority of 

t.hla pUaJr&Ph except to the uteet heftelter aatllor· 

bed by the ConJftll In the !Ida appnprtatlnr tad! 

1 .. 111 or otllenrile. 

• 
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' 
1 (8) To -. INrpeal, pruve. ..,., ..._.._.... 

a tloo, or otherwilll &o place io good -~ order te Uli 
3 uteat 1o whleb r.- are ..... a,...g·Ne Ulereler, 

4 or c:ontraett are aathorbecl fro• time to time bJ the 

5 Concresa, or both any dofcrue article for any such 

6 government. 

7 ( 4) To communicate to any such goverument any 

8 defense information, pertaining to any defelUie article 

9 furnished to such gonrnmcnt under p~~ragraph (2) IJf 

10 this subsection. 

11 ( 5) To rnlesse for export any defense article dl• 

12 posed of in any way under thia aubleetion to any 

13 such government. 

H (b) The terniS and conditions upon which nny such 

15 foreign government roceiYes uny aid autllori~.ed under snb-

16 sect.ion (a) shall be those which the President deems 

17 ""*i•factory, and the benefi~ to the Unhed Staies may be 

18 payment or repayment in kind or property, or any other 

1!1 direct or indirect benefit which the President deems 

20 ll&tisfaetory. 

21 [ -fet ~either lite Prel!iile111 eer ~ IteM ei ~ ~ 
22 llleM 61' aget~ey t!MII; afMp JttBe ~ ~ C*erei!Je 6111 

23 el U.. pewflt eetllei: ad &,. 61' p~t'IW e a\ \e !llilaeeliea ~ 

2f lHlf eMIJ eaeit )18'11'61'8 ee tllle~iui ii •eJI8itUiiei l!y • e&lt-

25 l!lti'PeB• reeeht$iert &,. l!ellt H eam ef tile CetiCfeee, llllee!l' 
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1 1tllllllitil JIJy"' I4M8r .. ,._....,.-·It· ... 
2 • eate&t Bee .,. .. ee,. eat a telliJMII W II!I'!!C:!Bt 

3 wi+h fllteh • ~¥eftla:ettl B1a41e ~~-It~) 

• [(cj After'June30,1943,oraflertlte~ofncmt-

5 current ruolution by the two BOII.IU before iw110 SO, 1949, 

6 whiclt declare3 tltnt the power! «mftrr'«l by or p11rwont to 

7 81.1~ (a) are 1111 ltmgt:r mrot.!Mry to pt'OfiiOte tiM <kf-

8 of the United Swtet, neither tAt P~t nor the lttttd of mty 

9 deparlment or agency shall I'.UI"Ci8e any of lltt 1101«"' co..-

10 fer-red by or pu~(l1lt to 81.1~011 (a); eroept that lllltil 

11 JUly 1, 1946, any of $Uch powen may ~ mrailtd to the' 

12 ea:tent tt.tcesM~ry to ~ar-MJ out a contraCt or nvr-ff!t witA 
.. , 

18 !UCh a fortiyh fj(Wef'tltrtetlt made ~fore July 1, 1949, oi-

H before the passage of 8Uch concurrent ruoltlli<m, tDhidlicer il 

15 tM tarlier.] 

16 (d) Nothing in this Act shall be construed to 111!boJC:
1 

17 ize or to penni~ the authorization of oon•oying •e.!s bj' 

18 n11val Tessels of the United States. 
·~r 

19 
• fl f 

(e) Nothing in this Aoi shall he t-onstnred to suthllrw< 

2d or to penni~ the authorization of the entry of any Americal. 

21 ve88e1 into a. combat area. in violation of ~cction a '!f thf 

22 Neut.nility Act of 1939. 

23 SEC. 4• AD oootnlct.s or sgroomenls made for the dii- . 
I •• 

U positiOn of any defense article or defeote ioformaUoo ~ 

25 IU&Ilt to aeetion 3 shall ooolain t. clause by which the fortiglJ 
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l p'fUIIIIIIlll& ~ &ba& k willao&. w'l' oaa die ...._ 

2 of the President, transfer title to or pouwioo of IUCh de-

3 article or defcnso infoiiDAtion by gilt, l:llc, or otherwise , 
~ ()r permit its use by anyone not an offic~r1 emp~oyeo, or 

15 agent of such foreign government. 

6 Soo. 5. (a) The Secretary of War, tho Secretary of the 

7 Navy, or the head of any oth6r dopartuJent or agency of 

8 the Government involved shall, when any euch defllll9e arti-

9 cle or defense information is exported, immediately infonn 

10 the department o.r agency designated by the President to 

ll administer section 6 of the Act or July 2, 1940 (M Stat 

12 714) 1 Of ~he quantities, ~hnmelrr, l'l\h1Cl1 t.cnns of diapOsi:-

12 tion, ftlld destination of t.bo artic)o 1\lld infonnation so 

14 exported. 

15 (b) The President from time to time, but not less fre-

1§ quently tll&n once every ninety days, d1nll transmit to the 

17 Congress a report of OJltlnltions under this Act except such 

18 infonnation liS he deems iueompatiblc with the publiQ intei'I'Si 

19 to disclose. Reports provided for under this subsection sbaU 

20 be transmitted to the Secretary or tbe Senat,e or the Clerk 

21 or. t~e B:Quse of Representatives, UH thn C/)80 mn.y be, if the 

22 Sen!UAJ or tho House of Ropresontetivlll', ~s tho case may be, 

23 is .QQt in 8e8Sion. 

U Sao. 6. (&) There is hereby anthorized to be appro> 

25 pria&ed from &iDle to time, oat of auy money in the TreasurY 
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1 DOl othenrile ......,... ni I 31 I b •-• -
2 aary 10 carry oot the provisioaa .- IClllMiplbla 1M ~ 
S of this A.ot. 

4 (b) All money e.nd all property which ia 0011'ertod 

II into money reoeived under seclion 3 from any government 

6 shall, with the approval of the Director ol the Budget, 

J revert 10 the respective appropriation or appropriatiolll! out 

8 of which funds were expended ... ;th respeet to the deftllle 

9 article or defense information for which 111cb oonsidtration 

10 is reoeived, and shall be available lor expenditure for the 

U purpo!!e for which such expended funds were appropriated 

l2 by law, during the fiscal year in which such lunda are 

13 reooiv~d and the ensuing fi.scal year[ : but in no eoo111 .V.oll 

14 any fuwh 110 received be auailable for t:I:IHmdil¥re af~ J Uti& 

16 80, 1946) . 

1! Sso. 7. The Seeretuy of War, the Seerotary of the 

1~ Navy, and the head ol the department or ageooy eball iD aD 

18 eontnld.s or ogroemenll! for the di.•pol!ition of any defe111e 

llJ article tlr defense inforrootion ruDy protect. th& richll! ol all 

20 citizens of tbe United States who have patent righll! in and 

21' to any ~nch enicle or information which is hereby anthori•.ed 

22, to ho dispoRcd of and tlae paymculs ('OIIrdcd for royalti('tl 011 

23 such patent;~ shall be pa.id to the ownen! and holden! of such 

2i patents. 

25 Bro. 8. The Secretaries of War and of the Na.vy are 
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1 beretly authorised I& }llliNigir .; ·r? ' lllllit ...... 

2 ammunition, and impleme* ff -Jh'llelt ........ the 

3 jurisdiction of any country to whi<-h !eetiou 3 Ia 'applicabt~i 

4 whenever tho PrC5ident deems Such P~•rulta8e or ~cttuisitioit 

5 to be neeesS&ry in the interestll of the defense of the U lliklll 

6 States. • · a 

7 SBO. 9. The President ma.y, from time to time, promuf.: 

8 gate such rules and regulatioN 118 ma.y be necessary ana 

9 proper to carry out any of the provisioN of this Act; and bG 

10 ma.y exercise any power or authority oonterred on him bf 
11 this Act through such department, agency, or officer 118 h? 

12 sbl\11 direot. 

18 See. 10. IC uy provision of thle Aet or the applleatioiir 

14 of endl provision to any eireuiiUituee ehall be helar 

15 Invalid, the validity of the remainder of the Aet ud t!Rr 

16 applicability of sud! provftioft to otl•er c:ln:umtanceii 

ii 17 ehlll not be alfeeted thereby. 

' ' I 

Pa&ed the House of Representatives Fcbn111ry 8, t941:r 

Attest: SOUTH TRIMBLE, ''1 

Clerk. w 

:Uy H. NlllWLIN MEGILL. r·: 

,. 

... . 

... ,,. 

... 
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OaU1M of w.J• ill 'llhloh Bl-1776 
h 1 ta preaent fol'lll oen work w1 th 

reapeot to defenae articles on hand end on order. 

I. DEFENSE .lRTICLBS ON !WID 

(a) To the extent procured from appropriations 
made before paeaage of BR-1776 can be diaposed 
of up to the value of 1.3 billion. 

(b) 

(c) 

ifter 1.3 billion limitation is reached: 

Defense articles (aircraft and aurpluat· obsoleeomt, 
deteriorated or unaerviceable articles J can be 
traded in to the manufacturer and repurchased 
from him with funds appropriated for BR-1776 pur­
pone. 

Such traded- in defense articles can also be pur­
chased from the manufacturer br the British 
themselves to the extent to Which ther can acquire 
dollar exchange. 

II. DEFENSE .lRTICLES ON ORDER 

(a) 

(b) 

(o) 

To the extent procured f rom appropriat ions made 
before the passage of BR-1776 can be disposed of up to 
the value of 1. 3 billion. 

J!ter 1.3 billion limitation ia reached: 

If procured from appropriations made after passage 
of BR- 1776 can be transferred to the extent author­
ised br Congress in euoh appropriation acta. 

If procured from appropriations made before or 
after passage of HR-1776 can be made availa~le to 
~rltiah under the deferment procedure now in 
uae. lhere necessarr, funds to finance are supplied 
either, br the British direct, or through appro­
priationa available for the purpoeea of HR-1776. 
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The follCJIJ ing are some of the ways in which H.R. 1'778, 

in i ts present form, can legally operate in connection with 

defense articles on band and on order. 

(1) 

Defense Articles AlreadY Delivered 
to the A1"ll.Y anaHavx. 

There are several possibl e ways in which defense 

articles on hand can be disposed of to a foreign government: 

a) Within the $1,300 ,000 ,000 11m1t, any defense 

art i cl es n0111 on han:1 can be transferred to 

Br i tain, f or example. This applies not only 

to defense articles acquired years ago, but 

also to those procured out of appropriations 

made before K. R. 1'776 ls enacted. 

b) Outside of the $1 ,300,000,000 limit, atr craft 

now on hand--whether or not they are surplus--
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can be traded in to a private anutacturer 

as part payment, tor mw models .- Then these 

older aircraft can be procured under Section 

3(a)(l) ot H. R. 1776 tor Britain. To so 

procure them tor Britain, subsequent Lend­

Lease a ppropriations would be necessary. 

Whether or not thiS. lil8 thod shoul d be used is 

a question or policy. 

, ( 

The Navy has no direct authority to 

trade-in aircraft , but has power to transfer 

aircraft to the War Department which can then 

trade it in. 

c) Other types or war 1118.teriel on hand can"Oe 
'-\ 

'· •tr,.ded in 1t they are surplus, obsolescent, 
• I 
~ ,deteriorated or unserviceable and handled 1n 

the same way as aircraft. Here again, whether 

this ~~ethod should be used is a question or 

pol1cy. 

l 

The Navy has no direct authority to 

trade-in all or the foregoing wat materiel, but 
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lliii•~•er to tru.tR nollwv ,. 
•ter1ol to tbe War ~llt 11b1ch oc 

then trade 1 t in. 

c1) Traded- in aircratt and other war •ter1el 

can also be hand.l.ed in still another way. 

It eo me ot Br1 tatn' s present orders, cap­

ital co•tt•ents or other obligations are 

taken over through the use ot regular Arlly 

and Navy appropriations, or UDder the sec­

tion ot H.R. 1776 which authorizes direct 

procurement tor a foreign governlll8nt, dol­

lars will thereby be released to the British. 

Those dollars can be used by the British to 

buy the traded-in materiel from the manufac­

turers to Whom they are delivered. 

(2) 

Defense Articles on Order 

Here agatn there are several ways in which H.R. 1776 

can be made to operate: 
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a) 4ets a an~G• 

which are • ar4er UDder aw• epr1at1oae .ada 

bttore B.R. 17?8 11 P&IHd OUl bt traneterre4 

to Britain. 

b) Defenee articl!l which are now being produce4 

under contract authorization. to be backed up 

by appropriations Bade after H.R. 1776 1s 

passed can be traneferred 1t Congress author­

izes it in such subsequent~ and Navy, etc., 

appropriati on acts. Similarly, such defense 

articles being produced umer contract author­

izations can be 1118.<1& available to tbe British 

by a defe~nt procedure similar to the one 

nc. being used. Such a defenaent procedure 

can be use4 whether tbe appropriations to back 

up the contract. authorlzattons are aade befgre 

or atter H.R. 1776 is pused. 

It is understood that a very substantial 

amount of eQUil)illent 1s no• being produced under 
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oontraot authorisation &114 10111 equl,_.t 

now be1Dg produoed aa4 ohareed • approprla• 

tiona OlD be •bitted to production under 

contraot authorisation. Under Stcret&rf D. w. 
a.ll 11 now gettl.Dg up the !lgurea on the dol• 

lar 1110unt of ouhtiDdi.llg contract autborisa­

tiona which han not Ttt b .. n backed up bJ ap­

propriatlona, 

c) Defense ar ticles which now on order under appro­

priation~ ll&de be!~r..! B.a. 1776 1a paued olD 

be aade uallable to the Britiah b7 a procedure 

dallu to the de!erunt procedure now bei.Dg 

ued. 'fhtae J.ra:t IDd Ia~ order• can be trau­

foi'Md into procv ... nt order• for the Britbh 

adtr Stotion S(a)(l) of B.a. 177&, IDd the J.ra:t 

or Ia~ olD agr" to tab later dtl1n1"7 of .ore 

aodern or the aame t7P' of defense articles. To 

be able to transfer theae ~7 and Ia~ order• 

to Lend·Leaee order•, appropriation• to car1"7 oat 

B.L 1716 wUl, of courae, be neceiiU7• 
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4) Defeue utiolea now oa order prooved out of 

appropriatiOill .ada after B.R. 1776 i1 passed 

oan be trmaferrecl to the Britbh to the ex• 

tent that Congre11 autboriaea auch transfer 

in auch aubaaqueat appropriation acts. In the 

aiD, two tnea of e1tuat1ou will be preaentea: 

1) J.ppropriation requ .. ta a110h aa the pending 

War Department auppleUDtal rtqueat for about 

S billion 8 hundred llillion do11ara; and 2) 

The appropriation requuta to oarr;y out B.R. 

1776. Congreaa .. 1 .. 11 handle each appro­

priation reque1t differentl.T. It •1 aa;y that 

noae, all or •1 part of the defenae artic1ea 

10 procured oan be tran1terred IDier B.R. 1776. 
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( .... 4 liT Jlr. na-t ~ \be llrltlell M N1' •• llr. Go law 1a tM !l"n-.w 
us25 p.a. • ._. T, 19111.) 1 .. 

pm ... M&!M 

I. .U!!IIIpUoae at U..U 1!111»• ener1 • 

1. It 11 ••-' that \h~ uv 1171'• h lie "' 'liP atter \he paaoace ot 
\he I.eaA-Liue liUl w1ll etan -l.q ia\o ltteoUn operaUoa 1IT 
let .A;Il'U, 19111, 

2. .t.e I'ICU'41 Ule peb to lie 1aol'IIM4 a4lr \he liW, \he ......,uoa 
M4l 11 \hat Ule ... 1e at \be ..,u ee l'lterrl4 to 1a \be nat t 
ot reqoair-h alrMq t1114 wl\h \he V. 1 . !ioeaiU7 will lie 00ftl'l4. 

Ve do Mt ,.., blow )lew tar \hat .. ..,.u •• _ 11. oorreot. 

3. n h u .ur- .. ..,.u .. that \he e~oa caa 11e 'llroapt taw 
perteo' u4 oo.plete operatloa tr. \be 11' JprU. De,..,.. .... 
I.JIItwi\Mle ~1nllrl.¥ 1a .a Mttere 11 ~\l.ac \be pnoon­

_, at t .... ftlt .... 111-11=·- ....... 1a.., -· ...... 
lddcll onU lie 'lln'ocllt a6Pl' \U Jill 1t ~ 1IT u. v. 1. 
Go•.r-\ trea \U V. I, lkn11~a\ are at pre-\ \he .O.Ieo\ 
ot ooatraoh 'lletwea R;JP11fta 1a \he V. 8, aliA v.-e 1a •• 
u. I . aa4 a:htl.q eoavute w1ll llaft to lie .... , Itt . Pro'llllll.¥ 
- real..,. ot orine, .u!l 11 ..U rull orwe tar coou .,.... 
U. -ter to _, - epee1ll ._.......,., wUl - aet ltteot­
beJ.¥ oo•wl4. We ellallllaft to_,..._~ tar nell to .......... 

...... • ,.. .. , 11 -·~· .. all- ... - ll' - well .... 
M4l tor u. .. teriore a\ ,... .. ,, a4 \he tip'ee ot WloUe 

ctna 'below era \halter• as.•- tlcv•• ldliob will lie -"' 

t o a 77' - .,.. .. , 1a praoUoe. 

II. It h .. _.. •• w eoatlaa to _, ov ubtl.ac o~taate 
u Ulq are eetlaMI4 te eMa4 oa .tprU let. 

5. It h aa-' \hat IIIIWll'-111114 J.!riou aou ou ao oa 11e1.ac .... 
-u&'ble aU!oW 1IT eii1J1Mat or '117 eritobl.ac. lid ooar a'blll'T to 
elllp h 1a t- .,.q llal\14, u4 \he -• w . IIM'e aftU.a»• to 
lwitob h preMUT leee Uoaa tlla - pretaaUoa ot IIIHil, .April ..... 
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1· 0. UaMll\we .llll....aY w tldri -wt" _. .. aM&t tiGO 
aUlhM • ,_ llijiiithea u.MUu .. Ia .. u... et .-..... tl, 
lllUleM • ,_). Attar a1l.lowla& ,.., tloto a& tM ... , •.U= 
of a ..U pl& ro-uo N *"• tMro ollnU .. oa tiM )fttMtllla 
ftc'a"O - -' 0Jt tree pl& IS 1a'ac o..,..t \o $)6o lllUillao 
• ~ .... , 111111 .... _.._ 

s. 1\ ll .,_,. Utflftl.t to -=o _, ollto uno~ptllla .. to \ILo rato OJt 
oalo of ov ... ltal Nooh. Vo tool U uollto to !!J,t oa - 0 
\IIIIa $,00 alUloao Ia tiM porlo& llllr~ n ~lllON Ia 
tiM porto& llllr .. Mcu'· 

9. h lo .. _. \llai tiM -.porto OJt tiM ,..1• etarllac - .... 
aalatalaM at tiMlr pr•-• lftol •• tlalo ., .. optlalotlo Ia 
tiM .... ot 'llal\M Jfa&fn -.porto Ia Ylow ot ,_ ooMI.U .... 

10. H lo u~ tW i.t loaot tiM cr-t port ot ov fti'Ha\ oliU~ 
pUOIU to 0 ..... (!'ft&t'l1 tl2iOO allllou a ~) vlU ... an '111 
\!Ia I'OpUrlatloa of .. M .,.& 'J 0onte to tiM 1Jalie4 Ibcl= 
or 'J CMMa loqlac a& llo141ac otarllac. 

.u \lalo polat, two altenaU" UOUipUoao are _.. aooor41llc u wo ~ 
-\~alae or ••lac la pl& to C ..... 1 

lUll ... (1) !Ill M&llolllo -~ pl&, at a ra\o of $)6o 
alUlou a ~ or $30 alllloao a •a\11, h }111114 to 
C..... aa4 uo& liT -.r to ro4aol \Ill .. floU Ia her 
Mhsoo wlU. ibn V.I.; 

or (2) 
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to ooftr ov allt.rM&e 1IP to Allcui 1'41 allll M JI'OnM a ou1o 
~al&aOO oa \U liMa propooo4 la M.a~~~>Uoa 6, .. Met aoale\­
~etoro \U •114 of Aacu\ M \U .Z.oa\ of $365 111Ulou oa \ba 11Mla 
of \U fl.ra\ aUena\lft a4 $1115 oa \lie \aale af \M _.,. 111...._ u.,., ft)~M\ M U.. ~ pol&\ raloo4 oa ...... \loa }. 1\ 
h bopol \ba\ ROll uoh'- - \o prn14o4 la \lie fon of \M 
totiac O'lft, after \llo JUOOCO of \lt.o •111, of ov o:doUac ooa\ra.o\o 
'b7 ... v ••• Goftr-· \0 \U ....... !IM••Mr7 ,. - ... ~ 
_.... t11o Mlr:la&- af ..,,Ml a•••" liT \lt.o •.r.c. w111, of 
onrao, ~'~'"' .. ]1&1'\ of \lt.la uall\otaoo. lor \lie roe\ u UnU 
ao\ \o utflnU \o .. 1M\ alta»o -l.rao\1 11P M \M -· roqal.rM. 
lpool of aoUoa h '1W7 .. al.rulo u .. u..noa are oo'""""U~ rota•&~ 
\M fth\•ef•'ll nJ.• of aloti&l ooatraota • 

..._ after Aacu\ ov Mflol\ wlU aUU rllo for a \1M. ttda 
obnll \o --u~ Mlaoa oaro of, at.o - of \lie ooa\rac\a 
h , ...... - .. 'boa4 ..... ,.,... ...... at\or Mplt .... u 
•• ~atoro, of 'llldelt. w Mall 'M rolllftl. !loll 110a\lt.l to "-'' are 
\U 1101\ lltt1nU ouo. 

flt.o .. t1ol\ of tu -~ -tit.• will 11. pol'\ \o O'lll'l'ftl~ •• 
tro• colt boJ'N .. , , liT tba v. L Ooftr08111\, "' u tlt.h 11 o~ • 
tlllpOrar)' eqotioa\ allll lO&Tel u oUll wl\lt. &ll.JIUi\7 \or~ 
la coll, ao ,.._, 1t.u ,_ \altoa of U I.JI tu CJIIloal&Uoa• ~. 

lrUlelt. .._..,., 
Y~, D. 0. 
ll&rall 7 • 1,_1 

Regraded Uclassified



A R 
I 

!I'D"- !t* W!Ol't.- ........ II 'G. L "JtM (1), 

(Sa _,,, ••• ., u ••• .. u..) 

,.,. • ._ oa _ ... ._ of tala llrt.Uela 
Pvobaatac llhlllou nintac at 
!larA 1 , 1,an . 

....... ~·· - ....... to ,. 
plMK \7 ll'Ulela l'llrcllutac 
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to'-1 to \7 llrt.Uela l'llr•herhc 
llloolou . 

Le11 are&n oa all • .._ v. 1. -
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~ dbU.• Je~P1• to th1rf. -•n•• 
o\holr thaa c.Ma (~) 

J)oflolt la V, I. doUare 
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Jo\oo (1) ft11 \allll olll01,..• all ot!PUal l'Hilph. 
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a,5 

e 1.1!1) 
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(2) lleU•te& oa tala loaol• of ooav•h \llac p1aol4 -* tU ra" 
If ., .S.11lou a 101111: toW ftl•, 

(:5) lleU•tK to rD a* a\n\ tl6o dllleao a fl8 _,_ tala 
~ ... of tala J.oM,-:LoaiO .,.U, .. tU \aoll ., ........ 
(2)1 llat tllo .UUou hal \Ha .. _. ... la enlriae -* ..,. 
ftc-H ..,_ to .uow fw mntac ooa\nolh, u&..., "'' 
• er6ln " lll plaoM llrlac llllrd. fer pe&o .t a \DO 
~ _, e;uat ,,,, M wvwa& lr¥ tM LeiliA s.et• JW. 

(-.) u .. tala ,.. ... of tlll ~LIMO JUl \Ide wui ra a* .1)11 .S.lUIU a.,-, la eMlUea \0 \hi tlOO .sn•oo• per 
- pall la 11111&. t5 lllUlo•• ha'fl \l,a eMH fw IWdl. 
la rolfiOt If U, L S~~~~rh If V, I, _.a oU .......,., fl'W 
J~HeU, I . eovoee. !hill oU Sillllrll oro ae l \0 •• 
wltlala tala :L••' liM• JU1 .tter ..,_, 
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I\ b - ......... Jl'ft .U.. ...... Jill a , 

111~ l,.u .,...t«bb tw ••de• 1111 a Jill s a • ,:;;, .. ~· .. sd 
alla·~· . 

2. 0 .. ...,.. .. .. ... a.ft ..... ,_ f/6 ~ ........ 

uoa 1a 11otaa - 1tMr k 18Rlw a 1 " nt tnta f/6 1fllttel ..._ 

Iollar•· 

). .. -'· .. wl• f/6 - uu. &itftnltlet ·~ 1a 
ronrietiac Clth•• • abe st•U.. ss \Mt t.t wU1 ss ~ '-~ 
...-rll\18 ................ &IIUaft ... l.slbet, .. .....u .... l.sdl· 
nW _. r..uutt... 1asl ~'lid t• - AHIH te ...... tile lastl 
•larl'a•r1ac ....... J"n ,. .. assl.a- ,._,crt ta Du..- 'llr tM1flltttt 

......... --- ........ ~- zlltllta ... '-at .,. $ sdtr ,_ .... 
polliiC I'IIIUI.rtltu .................. nszt,.... ..... ~. 

II, Ws ......... tWir. I . Y . ............... _....__ 

Usc• ~ w llaw _. .. ,. I.e tasfttans Ia tM -* f/6 - '-"'- ,.. 
- l.,.a ... l.t ....... - .. k-- .. k sell.,_ .......... 
epsrats U - ..._, • .., rats. - attu.ltl.ss us 11M • peat, 

5. Wsllaw, 'Us, krr -..s1U,.. U.. tntt ..., ...... We 
WU: \llat,... ~ • ......................... ,.. kss ......... .... u..,_ .. ..a _. k .....-_ .. pn Wp- '*lela llll1 "'*'MM.& 
u.. prspesrt- ....... .. ~ .... stsl'liac hnb ... tsUsl' hnb ...... 

'M -pt. Blr ...... f/6 ,n.ltir td:U, \MHISI'I , ... SI'I.SI. 

6. Ills ts11rw''ll .-tate • tile Unit llaw .n- tl'le _,.._ 

\lSI at tile -111a1.ttt nsprm Clt'TISI..., t ..... ...U '-...,...,.... 
~rl to ... Qdttt .......... _ ...,. '· 

(1) .. ** it ..... Q' , ......... , .. sdtl- f/6 ,.. .... 

• 11 •"• (estU .n- .._ -.usu- f/6 u ... tsa-•ssuss f/6 .­
- ..., __ ) .u slm- f/6 tM19)9 ..... •,...- 1.n111 

sU-Ms wl~ ti. fSI'ttU ''II J,9la Mc1s-Cit' I acr1 'I rt ts 
pl.- J'IM .1. ..., tM - ti..U.. SS I I tiS hMt ...,_ ssaUe1 
Usldlesl wl~ "-' f/6 ts11rl' ,..., 'F ttsMUssUn ~. CIIIJM-
tl.tu •• wlMI.al Wp ,.... ... -· ...... .....u llaft .... .,., ... 
... •• wU .............. -115 ei.UI.sa. 1111~~ ~rl 
... ,.._. .we at h:n4 ,l (.s.- ........... -- 6-
.. - .... -\18 f/6 .., ..... l...-l ..., ..u ..... -- ., 
... ., ... st ... - ~ - ..u .............. Sl'ltlse f/6 , .. 
OsselUss..., st tM ..U • ..U U JIISI' t1'1R tM pl.shn as 

u ...... ,an.~. 
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lbA1& '- aUWII, "'· •• :au..-. tiM li?U 1&11e, 

( .. ) .u.•••*'- la V. I. 'Ne- tan Plllllat I.MIIlN la .......... ...u ...... ..-..&WU.. Uli? .. 17'1 fit~· ... 
.............. • , ••• f/1 .... ~· fw "11111.1 .......... fit 
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""'''" ee&l,a.l• ... ,. _.,. ,,. ._ •• • •• 

oarras. 
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Four-man Bo&rd meeting with the President &tter 
Cabinet tod&y &t 4:40 P• m. 

Regraded Uclassified



• 

.... _ 
•••••• 

lo A fl I I I• fll ...... fit .. 2 9 ' Ill 11&1, ' 

•· ..... ...... 
&. ....... ...... 

a. 11'-•nn Ia 01 I '• ...... .... .. a·-- e~••=-••=• ... ... .. .... -· ... 2 . . .... 

lo 52 Jl fliP I' ...... II fit $' II' .. 

en .. .,... 

I 

At 4:40 _:p,m.
1 

lleaars. llull., Hopkins, Forreatal, Stlm$on 
and .ID[,Jio •t with the President. 

On fl abon1 the President sugresta can we conTOy ships 
to Greenl&D4 or Iceland. 

On f3, aohinery for Russia referred to Hull. 
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llaroh ?, 1Ml 

!ol ne •• c ... t...,. 

:rroas llr. TOUIIC 

1 • atteob•nc herftUh a oop:r of a -r...taa •tell 
1 haTe prt~PIIZ'ed coacer111nc llv.oalaa or4era ellA fo,.,....4e4 to 
Mr. s.z.r:rllopldAa. !Ilia follow the - liMa aa :row 
letter to 1Cr. llopldaa Nlll \he praT1oua _raa4.,. wl>a1\\a4 
to .the ..... .&.artaor:r ao .. ut .. laat letv4q. 

!he fJ.&urea siYen ia \hia -rNIAWI ciO aot qui h chaclt 
v1th \ho fl&W'•• glTea 1n \he orlc11181 braelr:ciOva of ordara 
du. to the fact \bat Geaeral Maxwell 11M a~Ued aore up­
to-date iAtoraatioa. :a:r fiiZ' \ha creataat pert of llv.oa1aa 
ordera are for MCillae toola Nlll haeT;r aach1•r:r. well u 
rallroa4 equi~t, holota, cranea, t~a-oacea, ate. 

!lie probl• of the prlorltiea pclic:r 111 tloo cue of 
llv.oala 1a ecull7 tiPJillcabl• to .J.l torelp pVchaatrt othar 
thaa \ha 'lrltioh. !Ilia probl• of pcUc:r at be .-tied 
b7 4ac1Uac ••\her tlla l>arU1l of proof aa to the Mad of 

301 

a aacblae tool 1o to be placa4 upoa \he torelp purchaatr 
•o alrea4:r hat aa exia\I.JIC order or upoa \lla dafaaaa prosrea 
bacauae \here 1a a apeclfic Ma4 tor tloo tool 1a \loo 11Dite4 A • 
Stataa. -r-:f 
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....,,lMI. 

....... u.a.....---~ .. 

boola ot'Ure la \lie v.i\.t 1\aho _,'" .-,., $03 000 000 
dlo\rlh \M - .. Mro \Ma 110 fine. '-•'" .,., po.Uoc vui. 
lht ProoU.•t'e Ll.al•a o...l\\eo fu oleU'- oa )lftpttM IIUl• 
U oaal or._.o \o\aUl .. ._, CQ,OOO,OOO. ""'-• ea1tU .. oats.-­
dlahl7 pnlfeo\lft hula& ............ ..,...,., ... tea.ooo,ooo. 

Of \be tN,OOO,OOO ot ordero "'-\ao41-c, """' eo,... ... , 
art alree47 R)Jeo\ to -" -\rol oat half of \lltoo •• alM 
Oli)Jeo\ \o pi'111'1Uoo "'l"l•Hoao. ..,..., llo•u• for ·­
tl4,000 , 000 et ortwe llaft ..._MaiMer r~ lo \1110 latoren 

of aa\loaal '-'-· Leu - ao ·- -· ., \ h1o -- .... 
aotua117 - Nll&la1Uo&M hr \110 uf- _... floe MJ.aoo 
_ .. ,1-c .. .,., $10,000,000 1a '"- oa 0- \ oolto, 1a \110 
tao\or l ••· ..a •• ~ teek8, 

lbq)or\ u-..... oi\U 1a often tor _, ..... $10,000,000 of 
or4oro, 'Ira\ '-11..-r of a .,..\aa\Ul pw\loa of \II- o-o lo 
prnoat.t 'r uleti-c prlorlu .. ,.u.,. Wo -1• t oolo - k 
doll.,.rM -.looo bula1 11 - ......... \7 \lot Dlllpar\-\ of ltah 
11 oe\11\lloiiM \1 \110 ••UatooUoa of \110 lll'floloa of PrlorlHoo. 

'1111 ~ao\ oa hlol• or4ora of \1110 U'al\M S\a\oo 4ot­
proiJ'M •• pr11aa\l7 a4ala1o\arM hall .,.1\\wM h ula aa4 ooa­
tuol4 4.oMoUo ...tM\,....,.1. !blo oUaa\loa _, k olarltll4 
lf trloacll7 rou\lou vl\h luolo AI'O , .... Mla\alu4 - \lot 
oappor\ of -o\11 _,.., ..... _.o ••-"· DMloloao oa \110 t oUov-
1114 pola\o -. -.roro, • lo .... lot uJ..orMo 

(1) lo l\ 4eali'M to Mla\&111 tr11Ml1 rolaUoao 
vl\111 .... lat 

(a) 

(3) 

(4) 

( I ) 

u. uloti-c boeia or4oro \oM ral--' 
_, -. a 1fooltlo ""' 11 oo\~lleloM 
m "'" Dot- Proc~•t 
uo • moU .. biola& or4ero \OM rol--' . 
- ......,. oo\ .,..ltloa111 ~I'M tor \1110 
lilt- J'roCI'M -•' ,.._.. luolo'o ao14 lo 
ot\~llollM vlth \1M _..,_, of \llo Dlllpari• 

••• of 1\a\of 

,_ uv or4wo "' k ooaol4orM • • tilt -
llaeh ao uloti-c ·-of 

t '~- Proo14oat 1 o Ual- o..-noo. 
llooleloAUH 0 - o"'-... 'at Ltue Matalatra\Loa, or ..-
_..,.. -ruutloc aa\1101'1\7 "' ~1--' \liON 

'pl11a1 ... 

n ol>J 

·~=-· .. op!rins read ti.ic • t ··.c • c~t · 
·:r ocreta.r'· Hull e. co;;: · • 

• •• -.... .. 
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...... lMl 

Dtu lan7t 

At tu laat ••tltac of tho - A4'1hl'7 co.~.u .. 
wltll tw PHI14oat • JtaNh ht1 I pNaato4 a _...._ 
aa4 tlhllllta outllaiait tiM lunaa pueh&alq llt•U-. 
1011 wlll roolll tllat I tlll)bulao4 tho aoo4 for a poll., 
wbloll wol&l4 .. ,.,. u a plU for tiM +'•' atntle of oa­
ptl't ooatnl. prlorltl••· ... u::-u- oloanaa... t .. 
wlll alao rHill tk&t tiM PNa t aaU tk&t tua •ttar 
wu wltkla tho purl• of tM c-lttoo. 

303 

fhll llhatlaa, oapool&lb la Yl• of tho lateat 4o­
n lopaonta 1a tM alcs4la laat. la llaa.UC ..,,. Mrlou O'IOI'J 

a.., ua "-'iate uU• .. t llo taba. 

I h&Ya aot bo&N ~ tr• Jcn& or f,. tu other 
... bon of tho Ablao'f C'-lttaa ai..Uo lltfth lwt. Wlll 1•• Moua tho PHaUant'a a•thorlb" to oall a ••tlllc of 
tllo 14Yhl'f C-.lttM We frl4q \o aottlo tho foll•bc• 

(l) 1 pollq wlth raopoat to pN,..t u4 
flatu. Jualaa mora wlllob wlll 11"1 •• a lloda 
for tM efel•latntl .. of alplrt oatrol. prlorltl••• 
aa4 probetl• olo.,....a. 

(I) !U ulla-at of prlorlt, retia&• •-­
elataat wlth the poll., oato\llallo4 for ~ pro ... t 
... t.tve ...... 

(8) !lie loell&llll of nport lloouaa a .. lo­
taat wlth tM ~1111 utalll11M4 t.r lloth pNtaat 
aa4 htlll'<t ONIPio 

(4) 'l'ho ooo1'4laatl• of pro4111tl• oloar-• 
wltb tho aael~t of prlorltJ ratlac• ... \be 
+••tatratl .. of osport ooatrel. 
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• 
-·-

•• ~ • 11 .. Mdaietft ... " ..... ·--·a. .. llro lo L ftettlafu, h., DlN.ter el Mi!PtU.. f6 
tu ottl• "' ......u. • • b., .... u " s.tw .. at'* W1 ...tlM.. _. I .. _., .. ~ ~ 
t..... ',, , tiii l.labla o-tttee, wt• - te , ..... , 
tM ..... 

, ... ...... q, 

( Sg4. ) lle11r7 

• 
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fbi Storetar,r gave the oPlglnal ot thla letteP, 

on propoeed tpanater ot Coast Guard cutters to the British, 

to the Prelldent at Cabinet toda;y. 

• 

• 
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JlaHil T, lNl. 

DMP II'. Preallntt 

Wl~ tvtUr refer••• te -.r letter at,......, D, 
1~1 .. ,,....l., tU ,,.,.. .. tnaeter at C:...t 0....1 •tten 
te ua lrlthk, ... u • altenathe h tM ~t~~Pitl .. •••• 
11, I .. lletlq \elew ••tal• etker n11el1 at tM c.ut 
~J. 11111 at -atu _,\a t..U ealte\le fer tU pu;u• 1.-

Y!! LDm 11&11 pwt El!l c:auu. Wl!l -
UtiLGA 180' u• e• 14• •• 1111 t-tte u-tte 

- 111. 1100 Ill. 

'~ 11&' u• o• u• o• 1816 '~" ll1te 
eooo 111. 1100 111. 

OSIIPU Ul' u• o• u• t• 1111 ,_ttl u~ 
1100 111. 1100 111. 

1M ""AI, atu hat lui~ ... tM ti.WIOCIIl, 
at I&• s\1 .,., aU -..,... 1M OISIJ'II, at a.lt ltl. llrla, 
11 a IMl \a •· W ~ .. M.a rlll,....tl-c ete.a .,,. .. , 
ilnlltba 10110 .,...,,..a. lt h ieuthl 1MtMI' .., et 
tMH brie fteeell w.ll \a af ..U ... tl tM JrltlM, hi 
te tUb.,,_. etur Ualtl•t,:t=:"htlll. II•••• 
tu hlnU -· ••'"17 ,, • ... ........... Ia 
.... --'ltl• t• Teeeela at tub .,., .U ..s.pt \a at 
llalW ... talaue. !U OIIIPII .. e•t te tU Gnat ~.Uta 
• &N-t at ku ~ ~Ileal enUtl• ... I f11l tut eM 
..U \a at lltt~1 1t ..,, ua. hde fer tuaa ... fteeall 
te retlall tU11 tarll "'""' .,., &&l'l'lei la tu lNI .,........., 
De;er._t '""P-latlea llU, allk llaa ,. .... the .._, ad 
11 ........ , "'•• the a.ate. 
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-·-1.11!11 - au.t 
140' u• o• lt' •• 1111 1-kte ~ 

..... ~al. 

140' at•oe 11' •• 1111 ~ 1Mte 
MOO Ill. 11110 111.. 

140' •• o• u• ,. 1111 1-ktt U4te 
MOO Ill. 1100 111.. 

140' •• o• u• •• 1111 1-kta ""'"-MOO Ill. 1100 al. 

!Ust f?IV Ul ell ......... ! . Wl~ \vM-tl .. \l'le bl'l'l, .... ler-
11& aeoo bru,...,.. • lllml lt atau .... at hna. tM 
UKPA at •tlllla_, ~ lllDOC at Wllabctaa, I. C., ul tb IDIUI 
at llaal. !M IIIIU ul Mellien ef tUte f?IV ftHI11 aH 1a 
noellnt tCIH1tloa ul, allt t~ YeNt11 ere twoaq fMH alJ, 
~•1 at11l ere ......, a\le IMCobc THMll fer tblr alM. It 
b \elln .. tut tb7 ...U ,...,,,. ..... , •• etbr hq .... 17, 
1t aot plta as .. u, u tb 110-faot nttera ef tb ca!UI! 
elaaa. 

IW IUILf lfifi(W - -
.uao 1111 Input, m...a llluA 
AIIAWI 11M &) ... C.Ufwala 
!UUIU 18M ... ttle,~ ...... , 1111 a., .... , Cal enla 
C!LDIO ltll JaltliiiH, larrluA 
cnn 11M letAlba &lulla 
DlPIB 1 .. &la·ata, !.ilterala 
DIOII ltM ltrtelk, n.,w. 
I!UW 1111 ltaplltea, ... ten 

'""" ltll a. , .... , Calllerala 
IC!IDI 1 .. ltatl•"'· ... ~~ 
IIDIIJ ltM lt. hter•~: f\4rl .. 
liD 11M fu'Znlah.;;M1Nlpt1 
P!~Deti ltM '-1 ''· lk PIIIIUJ ~ 1aa Dlep, Callltnla 
'lilt II 1111 ltatoa, luaubntta 
fti!'CII 1tM laltptrt, llaa1aa1"1 
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-I • 

tuao .... e~. vo et tho .... tne u tke PNallatlal yaMt PO!OIAC. ftey ve llNot-.-aoh4 Dlen1, twb-a_, ... nllo ratol 18 beta wul prollollb aot be .... lib of 110re tbaa l'l ouopt 1a nr7 _.ttl ator. u e bete tU,r llan a onla ac ..ace of 1,400 all" aai at 16 aeta allftt 1100 alloa ....., ••orec-o ...U Uou. !M7 uo W taot 1-c 16' a• lloaa, t• e• .... n. J.ll ve 1a ouolloat aoM1t1oa, ;:1 art alllt , .... rtq oratt for n .. ola ot tkeb alao. ~ul uwner, ta tkelr ellort 1-ctk tkeb a pool la poatb la hoaT,r woatkor, aal t1117 lro aot ooaallorol ••ltalllo tor o~tu ooaYOJ work. 

J.ll tka .... ole allen lhtol, wltll tllo ozooptl• of tke OJ.u.ca, UWPOOSA, ... OSSinl, vo 1a pHOOOO of be~ -­nrtol tor I&T,f uo, \r o(U,lac tu. wltll ollitloaal pu, eeho raaclq a,....tu, eoar.Uldlto, loptll &Mrce r.,b, .U other •tlll,..at. It eo .. pt'Olletilo, 111 Yin of tho llbtorr ot tho aoetroJOPI tvaat onr to tk8 .. 1tlall, \kat ... etnat• val ohall&oa1 u woU aa ollaqoe b u r•t, wnl4 be loebol, ahollll Ulo7 bo tiP&aeforrol to lrltala. !hb work oollll JI'Oll­a'olT llut lie lou 1a -.rlou ,..._. 

tu truafor of uq of tueo ..... 11, with tho nooptloa ot tho flret tbroo .... a, wollll llo a eorlou lo .. to tke c:Mat Olaul, ul roplao .. ata &Mill llo a..llatolT proYllol tor. 
lhollll lt llo loo14ol to truafor uq of tho 1&0-faot tlara, or 116-foot ola .. Cout OuH o•tton t o lritala, I woul anroolato tile o,.rtatt, of ~··•tlac for r- ... alleratloa a roplu ... at procr .. , 111o1ailac tho loa ralll1l\7 • it aot tke ...... 1 v - of roplaolac tk8 alllpa uol oa laotllor O'ootrntloa PatHl, wltll nltolllo •rollaat Olpo. 

foltllfallJ, 

n. Proalloat 

tho -.tto loueo. 

Regraded Uclassified
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.... '· lNl. 

Dear llr. Prollt .. tt 

Wl~ tvtboP rderoaoo to WI letter of Po\nar7 a, 
lNl, ropr41111 tu JPOfOiol tnaofor of Coaet O.UI ntton 
to the IIP1t1u, uj aa aa altonatho to ~. 1111f:t1ou turo-
la, I aa lhtllll \olow oertala other 't'IIIIU of Cout 
lhlarlr •- et Whlu ..., \o tow n1 ta\1• ter ~· .,..,. .. la­
touec. 

1m LDM'I y - lliAl! lOlL! - CID IS. UDIDI 

uuw 1to' aa• e• 14' a• 1811 t-kta u-tu 
1100 a1. aoo a1. 

'U.WPOOSA w• aa• o• u• o• 1U6 7-tto 11-tu 
eooo a1. aeoo a1. 

OSSIPU w• aa• o• u• ,. 1811 7-tto u-tu 
1800 al. 1100 al. 

1M JIAW, Dlelt. h at lea I .. L!" tM Ul.Lli'OOIA, 
at k....-M, vo oU Wr&on. tile OUlru, at laalt Ita. -.rlo, 
le a eM1 ...... ll1 tJirM M'fe POOl,..eatlac 1\ela .., ..... , 
lnllOJbc 1000 lt.a••·~·· 1t 1a touU'al wtw .., ot 
tlt.ooo tUee natoll wllll \o of ..a uo te tlt.l lrl Uolt., ._ 
to ~•b eco ul 1tlt.1r 11altl,,:t:=:rl•tl••• ...... , 
tlt.e UU ut •elt.lM17 If t1t.o ... QUA! an 1a 
pol IOalltl• f1r 't'llltlllf tub lilt ... aJ.Pt M If 
llaltel u1t.laee1. tile OIIIPU .. 11at t1 tlt.l Gnat Lalal1 
• •• .. ut 1f -..,. ~ ~11111 onlltl• ... 1 fool tlt.&t 1M 
...U \o 1f llt~1 1t u:,, ••· ,_., fll' tlt.roo an ftiOOU 
te Pie:- tlt.IIO UIPM nttor1 an oonl .. la tlt.l lMI fr>ouv7 
Dotu t .,...~latl• 11U, 'llll.lolt. 11&1 ,.,, .. tlt.l ln .. -' h ... ,...l., \et ... tM loaato. 
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• ·•· - ~- am ........ 
l Ull ... ••oe ll' •• 1111 a..t. 1~ 

... II!.~!!!.. 

160' ••oe 11' •• 1111 a..t. Wkte 
.. 111. --'· 

160' 11'01' 11' •• 1111 1-lrta w-.ta 
.., 111. - 111. 

140' •• o• 18' •• 1111 Mtt 1AIItt 
MOO 111. - -'• 

!Ute ,.., are ell N en1 _wltk •• aleeb1e blw, .,, let 
1ar 1100 a.~. 1M aiDl 11 atau ... at mn•, u.a 
TAlPA at .. ,u., ~ IIIIOC at WlJabita, I.e., u1 u.. -.n 
at lllaal. 1M ..U ul Mlh'P :L If tMM f_, ftiMll ... 1a 
1111U.t t..Utl• ul, *111 ftiMb Ul '-V ,.... .U, 
tMr aUll .... wrr uu •-co a.. "•.••1• '" ta..lr elm. It 
la \lllne& \kat tM7 ...u ~., ... ~ ... u... ~!lv:: .. lr· u .. t .. u ..... u, .. ta.. ao-t .. t .. n ... et tM 
ala11. 

IS! . l Lt ltAtlCI 

.&110 1- Is pert, ...._ lei··' .. , ... 11M u ••• Celltenlt 
AWaiU 11M ...tu.,~ .... 1111 .. ,....,w ..... 
C&1DIO u. lilt' ... ...,~ 
GUll liM let-h'' a ,,,,._ ..... 11M n 11, Wltlftla 
111011 11M ..,,a, 'a..ata!a 
I&Urll 11M ~-·--''" .... 11M ... , ..... Callt...ta 
I U.S 1la ·-~·-· .. ,. IDDII liM "· r.t.e~. n-1 .. 
liD 11M ~fl;;M1M1Jtl 
bDCti 11M lq • 1 .. ...... 11M 1u 111~p, Wlterm.la 
!II! II 1111 ... ....... t ""' 

ftmll 11M e.u,.n, lllttletl,.t 

Regraded Uclassified
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. I . 

1\111 ~••••1• are ot tbe , ... type u the Preei4eatial 
11eht POtOMAC. "-1 are llreet-eoaaeet.a Dieeel, twla•eer .. , and while rah4 16 lmoh wul4 prokbl7 not be u,.ble of 
IIOr'l tb&ll Up llllpt la ~IP7 ... 1\b •ter. !t 6 bote \kq 
~-· ~ ~~~1Wi ia&ii vf &,.00 aile• aa4 at lt kaete a~t 2100 111111 .... r nerac• .. .u t1ou. TU7 ... le6 flit l':fa 161 a• blaa, 8' e• ua!t. ill are la enelleat IIMlti•, &rl able ,, ... ~ eraft fer ~••••l• of their 1111. Dae 
hoWITir, t• t~elr .~ort leacth their .,. .. 1• rr•atl7 ;;Ill ... 
in hi&TJ weat~er, aa4 t~17 are not eone1c!ere4 eultable for ocean oonY07 wort. 

!11 the •••••l• abo•• llete4, with the 1111ptioa of tke 
UJ1LC~, 'UJ.U.POO&, ua OSSIPII, are 1a proo111 ot beiag 11a• 
Ytrte4 for la?J ue, b7 •tulPPlac tb• wlth a44lt1oul pu, eoho ransina appen.ne, llarehlldlte, bptb oharce raoh, &M 
other equlpaeat. It ,, ... probable, la •1•• of the hletoPT 
of the c!lltrOJIPI tvae4 OYIP to thl ll'lthh, that •- etnet• 
ural ehuCII1 u well •• olwl(11 1a .,.....t, wul4 be 411lre4, ahoula tbe7 be trueferre4 to ll'itala. !hie work eoula prob­ebq b11t bo 4on,_ la Aurlei.a 7ari1. 

The traaefer of aa, of thee• ••eeele, wlth the e1eeptioa of the flret three .... a, woula be a eerloua loea to the Coaet 
Guard, ana replao-ata ehould bo l•e4latelT prod4e4 for. 

lboud lt be 4111414 to tr&lli!IP u, of the 840-foot 
ola111 or 165-foot elua Cout Our4 outten t o Brltala, I 
woul4 appreelate tae ••rrnalt7 ef preaeatlna ter {'ur •••­e14eratloa a replu ... a procraa{ 1Delu41nf the ••• rabilit7 • 
1t aot t~e u1111i t7 - of replao ac the ah pe u.a oa leatiiiP ObeePY&t1ea Patrol, wlt~ aultable .. rehut a&lpe. 

raltatuq, 

Soeretar7 of the Treuur.r. 

fhe Pr11lbat 

1\e '"te Rouu. 

1!f5· 
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D ... r Kr. I'Peal4eatt 

11th further Plfii'IDII to ~ letter of Ft\I'UAI'J as 
18~, n aerd\ng tu propoae4 truafer of Coa~t Ourl tlltt~a 
to the BP1t1ah, ..a ae u alteraat1~• t o the &lll&eatloaa ture­
la, 1 u lht1q \elcnr eertala other naaela of the Cout 
Ollud, ••• of whlu -:r \a foul allita\le for the purpoN 1a­
tea4M. 

1m LEIG'IJI lUll wn .!ill! ClU IS. BAD IDS - -
UllLO.l 180' II' e• u• a• 11111 11-kta ll-kta 

1800 al. 1100 al, 

TlLUPOCW. 1&6' aa• o• ll' o• l OU '1-ltta 11-ltta 
eooo a1. 21100 al. 

OSSI Pil 1&6' II' o• ll' II• 11116 7-kt• ll-kta 
aeoo a1. aoo a1. 

n. Ul.lLO.l, whloh h at Saa JMaL~~ tllil UWI'OOS.l, 
at k~, WI oll Wall'&• n. OSSlt'Uo at lult Ita • ._,.le, 
1a a -.1 -..... w t.11ree un r .. 1,.....uac et .. ~qlue, 
lnele~ 1000 u ne,...,.. It h loll\thl a.tur .., et 
tbN nuele Well M et _. u e ta tllil lr1th .. , ... 
te ~dr ec• ul ·~ Ualtlac ewutuhtlu. ••""• 
tb Ull ul MIM...., ef tb !.lW~ ..a OJ.ll.G.l an b 
11M ..Ultlea fer ~""le et tub.,., ul alpt \e ef 
11altM uef.U..aa. n. OSSIPII .. a .. t ta t .. e Great I.Aba 
ft ~teeut ..t hn ~I' JhJahal 11.a1t1ea ..a I f11l tbt &U 
...u " et llttla lt ..,, .... rwa fer tll.rll ....... ell 
te "'C' thtlll tb•• ••tt•ra we I&I'P1M 1a the liiU treuv7 
Depar t .lppro,..latloa 11ll, wll1ah baa paaaM tb loua ul 
1a ....... la& MfOI'I tb s-ate. 
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·•· 
Ja!ll- Bllrl -· •• o• a• •• 1111 "'"- 1 ... 

ieaolll ....... -· •• o• a• •• 1111 "'"- JAookte 
MOO 111. .. 111. 

IIOJAll -· •• o• 11' •• 1111 "'"- u-.ta 
NOO 111. - 111. -· •• o• 11' •• 1111 "'"- lt1te 
MOO 111 ... 111. 

16!! •tLt UATIC. 

AIIO 1111 Jszpwt, .._ Ie'n' .. , ... 11M n Ia, Calllenla 
1t&Uft& liM ..,u..~ , ... 1111 .. ,..... ..sa 
..uNO 1111 lilt' ••• ...,~ 
Cbll 11M let="" n, ... ..... 1111 n 11, Wltenla 
II- 11M ...,.n. 'bela!& 
llUtll 1la ·-~-.... ,. .... 1111 .. , ..... Callterala 
ICAal 1111 ltafle•· ... ,. 
Ill!! !I liM "· ..... ~. n.l .. 
liD 11M ~ Nluiftl 
PdiOI1 11M a., • JJ;;l .. ...... 1- ... Jlep, Celltlfltla 
tiD II 1111 IMta, IN111'sstU1 
ftitCI liM o.u,.rt, llallulnl 

Regraded Uclassified
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J 

f:~lt ~~ ~tt~t••• j•Ji!ill!l .. 1 . . f .. E:.f .£i I :. ... fff.i. . • .. ... • . • ... .. -50-

;r .. rf: i~( rr:tcfl! iffl~Jr.;£ 
• s.-(~!1: ... 1 I. 
~ ftc l .. hl 
• !:' &.! loll 

g f •• 1 wr •' I ~ 11 

i . !1 .. r. .. • r.ti ::'li ~~~,. . 

J 'lri!f I!~ ll!,w~~ J~ti&ljt ' 
. iP-,!1 ;rl' lf"fl J}Jf. ~ rtifilj , 

~~ I l l· ', 1 t1 .. 
' 
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,WERIO.U OOISUL 

liD!) I 

8 

CIMY 

~~&roll '. l8G 

'P.•· 

ThE Rubber Ruern ao.pany inforu Dcpertamt tbat 

then arc BOllE 350 ton• of tradE rubber paitillg tr­

portation to the United Stato:B. The ao.pany much dcBireB 

to .au ·thiB rubber ootP forward prOII!lltly, on Ell8I£t if 

po .. 1blco You li&J inform the authorit1u that Tro:uury 

adv1Bc8 that thE uac of tbc proondB of •uob rubber 1n 

P4.)'1DCnt tor czporta to Indoobina tr011 tbc United Statu 

will be Uocnacd 1JIIda Eaout1n Order lo. 83:89, u 

ucndcd. 

E.l: JL:KEBG 

BULL 
(ID') 

Regraded Uclassified



r ~ f ~ 1 -:r ~ f i' 1. 1 :s. 1 i .. ~ " i • ~t ~: 
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DES 

, 

SEcretary or State, 

Woahl ngton. 

869-; Mar ch 7 , 3 p . m. 

••y 655 , PcbruBry 21, 9 a·"'· 
FOR TREASURY PR<J' HEJ.'lH. 

GRAY 

BERLIN 

Dated Uaroh 7 , 1941 

Rro•d 6 p .m. 

~ocordlns to a statement j ust publlshtd by tht Rtloh 

••tnlstry or Fln11nc t the Rtlch' a total dl solostd l ndtbtcdntss 

1noruatd dur1ns Dtctmb tr by 2 , 53 b1111on m11rks to 79. 51 

b1111on ma rks at the cl ose ot tht yror coMpared w1th 

48 . 04 bllllon marks at tht tnd ot 1939. Th1s lncrtoat ls 

ao~cwbot btlow tht average ot months alnct tht btglnnl ng 

ot tht coopa1gn or spri ng 1940. ~vcrogt monthly borrow1ns 

during the loat tight months or 1940 waa 3 . 25 billi on mnrka 

compar ed w1th 2 . 01 b1111on marks during tht rirst c1ght 

months or tht war . The below ovtrogt t norcost ln the Ocrmsn 

public debt 1n Dtctl'lbtr ls not to bt token oa 1nd1ont1ng 

any tendency toward c1thtr dccrtoatd spending or bor rowing . 

All 1nd1oot1ona art tha t thtrt la o still 1ncrc~sing ratE 

or cxpcnd1tur£ whloh 1s only Mtt to a small dtgrtt by 1n­

crcaacd tax r evenues . h cona1dtr abll part or Otrmon 

mllltary 

Regraded Uclassified



•2- 869 , March 7 , ~p.m. t r om Berlin 

mllltory cxpcndlturee ls now bclng met by the lcvlee 

on Belgium, Holland and occupied Prance tor the coste ot 

mllitary occupation (an ll£lllorandum tor Treosur:v doted 

January H). 

ot the total amount borrowed ln Dtoanb tr 1,27 bllllon 

marks wae in the fora ot long tz:rm lndtbttdnua which stood 

ot 43.05 billion marks on Dtcanbtr 31 ond only 0 . 76 

billi on Morka in the fora ot short term indtbttdntas whtoh 

atood a t 36. 46 billion morks on Dtotmbtr 31. Tbtrt wert 

inorcoaEa of 0 . 49 billion morka in 4~ bradsury bonds 

ond 1 . 14 billi on marks ln 4~ li loons. ThE amount of short 

tcrm trcasur:v bonds and bllls outstanding lncrcostd ~lng 

December by 0 , 65 billion marka, othEr short term loans 

inoreoacd by 0.16 b i llion marks, uti l ization of the Rtleh'a 

operation credit at the Rtiohebonk dcorcoaed by o.oe 

billion narka to 0 . 58 billion n~rka ond tox certific at es 

outstanding decreased by only 2 mUllen aorks. 

MORRIS 

KLP 
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N.-d'JI ... ., ... , ... 
Date Jluoela 7, 19111. 

32J. -

rr.e v, II. lloaaU IUJeo\1 a. ..... De11ar .U11t1 

(coptu to 111oor1. vuu-, lloll11 (Saafort), a114 ,.._ (a-...a) ), 

ruto~11 Jlll9erl oarrte4 a Vatte4 PH11 t.opatcb trooo 'hllllac$a, 1tauac tbat, 
,.cordill& to -llorUatln IOV'Oit, Ga~ ll aon.latl.ac dollar f'a1l4.e tutor tbaa 
lbq..,. be opaat tor Kui PI'OP"CC'Ph l.a the Vaatara illlliophara aP4 ....,b otb1r lbdhd 
.,., to vldcb the tu4a caa 1N1 Jl'lt• .Aooortl.ac to Till TIMXS, •otttctal aov.ro11 ootlaa..._ 
U.l o...-q llol41 <Iollar 'balaDo11 la tbla CO'IIIltJT of a~t $~, 000,000, • J'anblftOrl, 
II 11 ropcn14 tb&t tbll - l'lpl'IIIPh oaJ.T opaiiJT ha14 'balaDoao 11114 4.olo POt iaol .... 
larll IIIIO'Qa$a aalaallT b&l4 ~ antrala, ftt coatroUe4 ~ o.r..a, • 

.Utboacb 'official ........,. •• wra pvporh4 t o ban ro.ppl114 tha11 4ota, uUhar tb& 
!rolf\U'7, t bl loar4, 1101' the DlpertaDt at O-ro• ll ..... NIT foraal ralaUI, 81-
lbtll are tba oiiJT Vaablactoa . acaac 111 qaallfll4 or linl7 to ralaua ....,b f1pr~o, u 
11 epparut tbat \be hra 1 otf1o1al oov.roao• wo batac ua4 1.a a Jovul11Uo -~~. 
~ouol7, Garaeq 4.oll - .!II!W llo14 NIT 11111b -• 1a 4oU&r 'balaDoao, .Aooor4111C 
10 - ro&Qlar Wlkl7 rapori~r.~~T hal4 olllT $6,700,000 at bl•lr1•c aaoah 1.a tba StcOJI4 Dhtrlct • hbi'UZ)' 26, ( J'uda hal4 l.a otbor Dlatr1ch aro Mcl1clbll,) IYoa r lOIIC tara Jaorlcaa llln•t-h aro l.acl"""- tbl total 4oU&r uoato actull7 b&l4 

0el'lOILII acccnm\1 ww14 DOt approacll $25(),0000000, flioo DapartMat of C-rcl ooU•te4 
111'111111'• llol4laco of Jaor1011l ot00k1 IUI4 boaolo •• $15,000,000, aa of Aquot, 19'10, aa4 
4lrocl w all otbor lo, tara lanot•ah at $Sll,ooo,ooo. lf tblo• are &4414 t o tbl "lllld.IIC aooeh of abolli 7,000,000, tbl total, botb ohcrt aa4 lOIIC hra, voa14 bl olllT _., onr $100,000,000. 

Of C011l'M 1 U 11 -1'1&!111 tb&t tb& total _,., of 4oU&r riiOIIZ'CII bal4 ~ 
lt1'111111 bolb 4lrtct17 IUI4 1D41nctl7 tbrolacb aoal.a••• ~ aaout to u sell u, 1f DOt , .,., lbu, $25(),0000 000, 1opaclall7 if tlloM aaooh oaheol l.a \ba oooap1e4 cou.\r1 .. ara 
lllolll414, l!oviTir, to the ennt th&• tbaM latter llol4l"CC vara plq-oloall7 oltuah4 1a 
1M Ualh4 Statio baton tba Cle~ Ml1111'1, tba:r WGJ.4 1NI 1 froan1 8.114, therefore, ... t 
mllablo f or t raaat.r ta 'bolri-prelll4 lllp&ll. 1 aa wo ncceateol l.a !llil TDIIS, 

fbi 4oopatobll -tloud MTiral w;ra la vhlcb Garaeq baa ac~ 4oU&r 1111U 
~ t blr4 partleo, aU at vblob •tbodl ~ 1'117 wU ban 'IMI11 nplo;ra4 vUb ft!T­
llc 4ecz-eoo of 11111CIII• .Aocordlac to th111 rapcrto, sell of tbe p 14 vhlcb Garaaa;r ,.. a\J.o lo acqutra froa the ocoap114 colllltrlao baa Mall ooD"f8rtl4. 1a41roctl7 tbroucll 
11t0lralo, to 4rlriac povar 1.a tbl lev York ea4 other aou:r ll&rkotl. n to, of covoo, 
S.utbb to utoral.al tba annt •o vblob tblo b '"'"• troa tbl ~o~Uoa a1'1llabl• 
1o 111, alt~ it MT II&,.. oocvra4 \I - UCJ'II• 'Dw U1 of "'- I oceopaUoa pq­

lo Garaeq tor tbl ~ ot .blrlcaa olftJ'lUe1 1.a fore1p .-to 11 &lao -
u a po1111tl1 - flf boll141ac -.p 4oll&r raoar1'1o. la tblo ..,...ott- a S':t• ~'l'leoat oa"bll (Ia. 2)1) tz- Yloq, 4atl4 h "bru&IT 26, COIIt&1M4 tbl fol~ -ftta 
ot iloo,ooo,ooo fraacl a a., troa tba :rraaeb OoTiraaeat '~ !:: ::-:, :rro.-. .u 

*'...:ll&t•Ml to tbl coaol4or&b1• total ot 115,000,000.000 rr:::• :bl Garaaao propoll ta 
ban bela .. 41flalte t•toat~ ao \1 llov:!,. ~t 8pp&J'IIItl7 lt b at a Wo -t. :Ja:rl.ac tate :rreaoh l.c4ut'T coat 1 , 
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• -·· ..u..ae.• ._.._..., trw-.. ... ._.._.._,._..., .. ~r 
,..., ... Setel ., ................... - .... ., .......... ., 

,w.-115, 000,000,000 '-• - ...... W, I ,,.. ... f/1 taw ..... ~ 
.- .. n .. uw, a..,~ • ._.-*s-A tM ,.eelMU~ ~~~at ... ,._..-
polloa p!IPO•• _, llaft 'liMa -..& •• ••.-... ' •- -'"" Ia t-tca ..a.te. 
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.................. le.e\ ~ ., .... - _._ • .., la 

a-;1 .. ..._ .... Ovrie - pleeeet wUio ~~ abotea 

elll Mil..-& il!)lreeeia u a Helll\ of *lela_. :peeple en 

•" •n•N elll OCIIIf!Aeat Ilea • ""- la\enteor wUio 

o.anu e111 feal 1o1a ,. ..... lac ~ ,. .. ~u~ le9-

-• &eet.Ul &eftlqllac _.. ... __,., la ,., .... *1elo 

wee •=-el.- :vr•11 rel ...... oa llerolo )rf. d1olo 1 -•Un 
a wlee - JU'Unl.al'q fer polUloal -' li'Q'OIIolocloal 

........ Weere1 eo-it- wlU lie allewef. to ,_.Uoe u 

Mien fel' tlae 'llelac .. , lt. P. IIIIa la "hn&k'•l • ... ..... 

platee wlaltlac ~ ep1a -tq .. laiJM\ ............ u. 
..... eU le ........ "- W.L 1i1e1 .. , LP. w1U lie e,ppolaW 

-.u- o1 - e~Ut•Uea a-t•-· 

...... 
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~·" .. ,.,_ Sa P IF • ., 1-1 o-..-

te' ..... I I MtWOinnl 

:-:.::.:. +-1• :w .._ ,..._ 
m..,•m ......... 

.. ,., z• 
IDI 

I .... \lie-- te Nfu te tla1a etnee•a .,..lal ffe lei 

....... - ...... ., ....... lMl, 1a llla1ell - _ ......... 

.._.. .,....._ te _. au ~-- t• laiittaaM ,., .... 

_. te eha •• ta sr••*- uu.u .- _.._ te w. ___ .. 

_.. 1a a at I fiMMtal elHlee, 

Gl ...... .... -· ' - tat-,ntat 
......... *' t • -u - 1...- ... 

:'c:·::r::. "!:r~~-~:r ;:::.;:~ -:n--· 
IIIIJt... Df II ' , a Mft .. tltef tM 9Wi.RI 

tw=••l .... u- &8Nl...., 1a ..... l'•"'ac • ... -. 
....... __. ta a .,..,.. ri\Uat alow• attM• ..,.. 

........... • srt ............. 1111 .. ! II 

, I au a r' --~-•tate*--
ri\11 1r. • • ua owne• • '!'Salt w Gl .,...., 

1111 .... , ' et au ca .,..,.. ts-w ..-wtu .. reMM& 

a ... ta ........ ...,.. ........ - ...... llllra a, ~ 
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-·-
__ ............. lftt.eta1 ~ Ia a ..... - ---...... 1\ 

_ .. _.. ...._ s..u .. s- tllat * •• sse ...Ub!Diea filM 

_,nl ..... llitla' ... .,. __ '"- ....... - ·=·-· .. ~ 
10 .. , ........... la\llrJIN\aU.oa \0 \M SffM\ ~ \M Hftl\ llitla\ 

'M \lie neahal wl~.J. of offlol.J. ..,.,., t4 I'MM sa \1M 

lh·••·• arlat\. !lolo 1»\or la\orpee\Mloa -. la too\, \lie -

will• - .,.....u, .U.or1W to • lhm••• o=bnp operMoft • 

.. _.. . ~~~~~'* a, - ...- tMla.t...,.. .,...,..u ... 'lolrUc .. unv. 
/Jo 1aMr ........ .,.... '"- 0 ....... --..,.... • • 'Mll ...... 

to llaft liMa offut.u, t..,uot _, •• a• .. •-• .. ottm to s.llft1· 

•pol1Uo.J.' - tor a \bls 1a\srp'O\o4 la Phs.,.., to •aa ~\ \1M 

110ft - \lie nnl\ ot pose!.\lo ooatllo\, ..,.,_ crs&' tl.uui.J. 

:persm.J.1UM la \lie laUoa.J. Goft-\, ,....r \lie - ot - eM 

~of ooa\rol ot \1M •Uotpo\H 111 $80 ,000,000 evz:-e:r stali111-

Uoa orHU, ..,., la\01' yt.n 41oos~ \Ide tiM717• llo!ltor'• .. .,...., 

_, • \o - \11M \1M ,_stliUlV ot --.1 ot \lie' o\a'IIUisaU• 

hat -\rol trsa ._ ~ to CJrwa.,., is a.J.~, •4 _, tloe 

•a..tetm to _.~ a ,..-tlo_,. - .n., to \lie ,...nwv ot 

taftl.,...\7 wla1oll .... 41_.,. \lie ......... _..,. .. la ........... 

Boac Jtmc• • 'IUlo \1M ae""'P _.lost a\ tire\ _.111\H •- -

-laMs - \1M Ida\ \loa* s-Uit• • ..,., llappoa \o 41..-.p\ aebesp 

oporaU- la l!r:eaps' , \blo toollac - e!tm llYN es4 the arlat\ 

• 
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-·· 
1.11 0 I .1 .......... •attlaat•--1 - '-a ftM tW ... - b 

....... ,s. , •. 

•'-•• IE' ol eq; I) ol U.. •·satr·• • '•ep _.... _. nt.a'-lt..IP 

... , ot • - _, ... u., ~ a\ ... lla, Inc hiiC ............... 

... JIOla\eA oa\ la • .. epa\all •• II of De-'Mr t , 1MO, •U\leA 

on. Oa\lHk tau..·~- ovna• Il-l• 1a J.ltja\ of u.a .._ 

-• ''' of AMr'- IIIJporl oa4 la ,_ of U.O J'rocnoolft ....,_. 

\o U.O 1~\7 of •=pe••, oa4 la • \oJ.ecna • · U of J_, t , 

1M1, 1\..S.elac U.O Jft- • roa\ ar.-ato -*' ••"-- of 

.....,.n of u.o n=pe' _.~an. 

f lr:enlk' Clllwee ..,_,, alaeo \be palllloaUoa 1oooU:r of \Joe 

•~••Uoao4 C-P'•c- u-. heft np-oooo4 \Joe 'Mllofl (1) 

\ o 'lie a •tno _. .. ,. ~ \!Ia\ eel:r ..,.. ..... Upon lhl:s-&h ere 

llDl:r \o Joe P"" -"*"" .,.,.r1 (I) \loa' \be aaz It£ a\ 1o .,., .. 

_., \0 \Joe PlleJI'loa of a poral\ w 11-liiC ••'- fOr exoJoo'IC'tl 

ad, (I) "'**• for u.o ''- Joolac. \Joe --"'"' .,.. nio\ oel:r 

••'"":r ( l . o. \1111* u.oro will Joe • ,.hal aoUft \n4lac a\ ~ 

ldq) . 

!Mao ...-ro Ml4 \!Ia\ •• of \U J1ft0Uoel Jft~ ftiob will 

ooafl'w\ \be C,_ldlll fla&Mlal ,..borl\loo will Joe wM\bwr \0 oo11 

=eb••p a\ \bolr J"OO•' .-l.llel •-•lal .. ,,, <-•" bpa\ 1, 

1MO) of t-1/ 1 ,_ or ?-1/ 1 -'- (U.. la\\Or re\0 1a u. a, C..... 

l. 4~ 
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..... lo .. rift« Ira tM }ll'ftalU .. •np • ,._ noruac ,_U;r) 

... 11111- -u.r.\q &1Ioft \1M ab ... ,... raho (, ....... •n•h' 

ratoo 1111-. 3-1/1 Jill- or &-l/2 ••to) or to lMor \1M Cllnmpt .. 

raho h tho ftnpst llftl la o .... r \o Jll'lftD\ ar'bu,.... :protUoerl-c• 

ftooo 'bNIIr:lro bolt that a ~ ot tho Chaaptac •-•l.al ratoo 

wovll aahrall;r orado aa ulanra'blo po;rebolaclaal 1.8preaoloa 1a 

"'•npt u4 BoNe J:-c, & •ttor Wbleb ebCNll 111 ChOa eoaoi4ftd1a. 

._ .-ouea llldoh 1a tbot a1a4o ot loaal 'boooolooro ao to -thor 

tbot aale ot ••b .... lt' \1M Coatral lluk ot Cblaa 1a Cb-Piac will 

aoc .. oltato that liMit~ liMit Uo eOftr trea \1M Deech' _, 

-· .. to 'IMtiMr -- aoUoa - -· to IIJII"'OI Den;•• ratoo. 

Cortala ot th• polat OOlt,M-nor, that _, ot tbe illport onbaap 

onor oa •-roial (aoa-p,....-at) Mrebu41oo ob1ppo4 traa allroal 

to tho Chlaooo aoatrollol latar1or bao 'IIMD 1a tho poat o'b\&1.,.4 d 

lbo•pl or ..... J:oac, •tap1° 1111 .. reaittol tr• tho 1ator1or tor 

tho :parpooe, bn11 that 'lol;ri-c la '"'•apS t o conr oal•o 1a Ch•P1&1 

wCNll riJII"'••' ao - trala. 

Cb.laooa '-klrw cn•raU:r .. - tbott tho .... .,... opn uebaco 

arbt eu • llacer 111 .Utalaol, ebCNll t» IV .._,tera oitaaUoa 

lohrlorato h \be pout ..,.ro Cblaooo aebaall erolih 1a tho Uait~ 

s tat .. wov.ll 'bo tro•• or h a pout ••r• Sb••&b" •-rea with aoa­

JID-'bloo aoaa\rloo wOQll ao loacor 111 poool'blo. no ..,.lo~t ot 

a an a•benco ..at 1a tho latorlor, - lt aot oatlrol;r troo, 11 

tborotoro wel....._ 

Cb1aoll -..an haW 'boll •-•root- \1M poool'bU1t;r that 
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...... II •etta ~ "'-'• M\iate6 .. ,_ - MIJtn, ia 

, ........ -.1 .. ., t-sp-- fw: ... - ., ... ~ 

OlliAHo 1'-'illu.Un C~u .. n4 of U.o Cbl.Mtoo o.n.,...a\ llab, 

..,. \e ue4 tor U.. JI'U"88&Me ot ezebe·p tro. \U •np•t ..,.-.. 

u, 11 neb aeu .. -t-t .. , ... .,.,, ra ... w01114 ,. .,....u~ .._ 

pNOia4. law..,.r, - llollrtO \hat web MtlOil Will 'be ulikeq, 

ul.o .. U.o - ,.....,ac "C..tral lo""" :a.k" ...-n- MUftq to 

baT -••"l'l Uiac 
1fap11 a~ llr loeol q o.nrtiac Ue­

Dotoe. !boir a1aa pout 010\ \!oat u.. CblA••• fs..Aoial -iUn 

are hll;r _. of Jroopooh for lltviDc foroip evreaq are41te a..u 
• 

lv ):ri'rah latOHeh a\ -.ll b.i4.t>er UlaD ..........,, ra\oe &nor \a. eo .. 

ol .. ioa of tao. boetili\1oe , oepooialq u poool\le trooeiDc o1 ~ 

ta'* ia tao. aoaaUao 1a tba 11DUo4 S\aho w01114 pNol,.._ tbo rblt 

that otMr 41epooU1oa of priYato bol4lace a~t 'be -"• 

le-, Cb.lMN \luiOin ._, 1A coaoral 4o aot uUolpa .. oollapoo 

of Sb••• ratoe 0J111C to U.o JrOOpooh for .-ller t..pono u ot­

footo4 lv ..,.. ...,... .... futon DOW tlll'ottliac t....S., lltat ratbor upoot 

o...tl&t ll1Pr ra\n oboool4 tbo hlt ... , .... polltioal dtaa\ioe loa­

- -M, tor U.. ......,. that tutbn llqal4a\1oa of ]:rift\o a.­

obaacl boUiaco .... 'be apoo\o4 to ooeU- u U.. *look -... 

n ie eatlll'al \loa\ - people will Dot -t to 'be nt ott tr• \bail' 

aoMMI7 ........... n4 will ooeftrt e- ot their bol4lace btlcll: 1Dh 

CbiMeo ......... ., 11 pooei\lo 'before U 'boeoaoe too lata to 4o eo, 

\MoiiP .... laeale Uqalci&UANI, U b 'bolinM, will \o ulilteq 'lloon•o 

-..._.....,..._neb oil'-'-e will ~o4q ftiiiN tuU 
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-·-,..._ Ia .. hitel ...... - ... lafM...., ,_ ., ,.."""' ... t• 
\bell' ..... 

~ ftNulal elr.laa Mw -·val~ .. - \loa\ ... :r-lllla 
oanu•o nan •• m &Hoc w tor l\o JIU'POM \be a.t•Nlaloc eta 
•Uoo4 'lit' w1a1a \M A8ori- euaaq o\UU1-1oa ~\ et 
US tiiO,OOO,OOO a1tja\ 1M - h \be CJ"M\•\ etfeoUft•oo 1a 
o\l'ftC\Ualoc Ololu'o- 4vlllc \be uUoaal -pur . ...... 

af\ ... Jllr, Cwrie' I .. ]IIU'\ ... froa .,.. ..... , ..... aatval~ 1-
JII'I\H -· u o-UbUoc ]IIU'\ of \be e\alliliaUoa ....... ,.,..1~ 
aow --~~ 111""4 "JIOD _. \be Ohla••• uo4 .t.aorloaa flaeaol.al --
1Ueo. 

851 

.UOiol'Oll 

Ia9rtn~\l c to met .. '•lp'¥· IteM¥· !obo 
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f!!!!WI< Ml! lBI!! QPII!I!J! gj_ ll• 1\. ~ 
Two rat.ber cl1ataJ'biD8 nid~Mee of cantueion haft tou..c-ct tM 

oppoait.1011 oratoay ot tM put. fortuiabt. Tbeno 1e uncert&1nt7 8114 

1111N11dltl'atad:lal U to t.be .at.hode UDdw 'lll>icb B. R. 1776 1ll.ll be 

put. into opent1011. ADd tbBno au~. 1n •- w• .... , ot 

tbe 1eolat.1CIId.at t.buia u.t the 1e- poeecl b)' tM b1ll ia .,... ot 

...,.. or peaoe. 

I!!§. W!JHN§! lBJll ~ I!!!!A 

"'""' oo'"rap of the Lead-Ltoue 1eeue bee been, for the II08t 

part, adltcluat. and aoourat.. nar1ng tba prosra•• ot the Hou.ee dotbat. and 

tbe Houae cd s-t. C...tttee bearinp, it wu tnoated aa the priM­

otoX')' of the clq, ars-ta pro and coo nooei 'fin& about equal nopre­

oent&Uon. Latel,y, ~~ tba ._cO<nea ba'" been bald predao1nantJ;r 

b)' oppoocta ot the ll1ll, ~ tbeT abeon..d IIOIIt of the c11ec:ua1011 

tiat 1n tM s-t. 8\d up ""m -wt tbe1r n- protuaal;r aDd ..... u~ 

ally O'Nr the nctl.o. 

Tbe at·'- .. ot tbe1r attacks baa b.- notlected 1n c11111nilbed 

preee att..t'f011 to the bill. Dtepatobaa tr<a tba Balkan& and trca 

the t ar eut b& ... ...,......dotd 1t 1n pnwl!IM!Oe. Tbeno ano 1ncl1cat1CIIII 

alao ot diii1D1abed popal.ar interest 1n tbe 111b~, toptbar with 

gra....- 111all'l'illp .-t the t.cclK toreip "lituaticm. 

p,.~ tor _.. ot 8Dftl -ret. •terUJ.. a ..-.r ot --
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riee t.o tw _,.,. h'• 1;Ypee ot 1111\.orbl• (1) Tbo11 Jbiab -

tbet. not.hins 11111ab oa> be clone to aceelerat.e aid 1.!1 ~ end that, 
therefore, aot.ion on t.lla bUl ia not eopec111ly urgent; (2) thoae Wliab 

• 
Ull\llle that the J.clmin1stration ea'l t.«:lpln tea ~diato oonvoying or aQ118 

other clrllll&t.ic Wle of t.lla United St.ates llaV7 a'ld that, therefore, we ....., 

1n cnv• <ilnser or wu involv....,t. 

nrn1fll'ICUWI ~ !§!R-~ !im!. lWl 

The iaolet.iord.at attack on H.R. 1716 bas tnnced two strings; 

First, that it oonatitutes dict.atorabip; th1ll has boco pretty tborou;;ltly 

ov.,....helmod by the exceoclin<:ly undictatorial behavior of the Ji.dml.niatr ..... 

t1on. Seoond, that it is tantamount to a deol&ration of war. 
~ 

Unfortunately, this latter charge waa given a certain degree of 

color by llr. Jesse Jones• obeervstion that • ... are pract1ca1.4' in the 

war now. • The a..ellhat b611.1eose opcechu delivered by Senators ll«lle:r 

Nld Pepper • proclaimng their peraonll wlllinpaa to fight ll oecessarr • 

did nothin& to lll.ay the fear tbat the J.dainiatrat1on eaphas1s !.a an aav­

l.n;: En£).and at eny coat, rather tball on ke~ out o! war. And tbe ap­

plause of a !aw southern edit.orill writGro haa added tuel to the isola-

t1on1ot fire. 

All of this has pitched recent edit.orill dl.aeuosion of the Lend-Lease 

iaauo on a new level - and precisely the level on wllich the isolation­

iota have eoueht to place it. The bilk of the support for H. a. 1716 h.aa 
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,..,_ 
- cw- ...... tssell ""':'•• ~ .. - ..UIIiLo t• 
-14UIIC l\&ll-noctcoc1-..uu -tllo~ llitll the Alia. '-'et.iolllA 

~t baa bee direoW- aod wl.t.b a h1tll ~or illgtm.dt>J'- to 

per8uadl.n8 U.• llllf!IOI"tet'JO of 1lb8t. Senot.ora BaU.e,y an4 i'epper bare -

aoknowlq.ci, that t.ba Adadniawoatlon wlll no~ atop at a C.bods short of 

The burden of the Senate capa:l.en led by Senator Wheeler a>d of the 

adrOit propaaa~da d1aaeadnated by the Amerlcn Firat COI!IIIittee has been to 

depl.ct the 1aol&tl.on1at.s as advocate• cL peace, the Lerd-Lease enthualeata 

no ec~Yocataa of war. 'nlat they have acbievod aoae dei""" of success 1n 

Wa effort to confu3e tbe situation is ~ppartnt tram the a>ntulll.m 1n Cllr­

rent od1tor1al th1nld.ng . lihlle it ia 1nsutfie1ont to ,IZ'event ooactamt 

or the lol)ialation, it may seriously hanper i.l1pl.Cillentatl.on or it later on. 

POPUI..N! !ll"..ACTION 

Thiu contueim has evidently w:.reotod public opinion as well. The 

l ataot Gallup Poll reveals a a1gn1fican~ obifi in aantlment on the 

Lend-Lease issue. The sl1g)rt. daoline 1n tbe percentage ot those endore-

1ng the 1:11.11 - tr001 58 per een~ on FebNary 1.4 to SS per cCilt oo 

February :28 - is lees nrrestjng tban tba abarp increaee in the pereent.aeo 

of tbooe 'ldtb no opl.n1on a>neerninc it. Seven per cant of tbCGe polled 

expreued no Y1Anr em Februuy 1.4, 'lihUe 1.4 per cent wore undocided en 

Febru&ry 28. 

U appears to be a liOWld 1ntoreneo from thoso figures that the opposi-

tion, thouch unable to win a#eciable public support tor its point ot view, 

has CI&I\Sflod, to 30IU extant, to undenaine l'lhlle eontideace in the Acb1nis­

W'at1an'e purpoaos . Tida bas been the object o! ita atratagy of delq. 

Clearq, lonter delay will render no aerrice to natlonal unity • 
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The oppoe1t.ica llboul4 be put beolc ca tM dehllolin. 1ct.J.lT, 

it 18 ..,,.. 'flll.Derablo to the charp of ..-...nael'iDc tban it tile 

1clmin1ttretion, elnce itt obotruotionln and d.olt7 enbaDce the d.tnan 

of 1110rlaan imo1.,...,t 1n tile ...-. Tbe oolllld.oat preoontat.l.OD of 

K. R. 1 '716 18 •• &II iootru.nt for tbe aYold.&llco of w.r. 

The 1toltt10Ciiott can beat be placed. en the d.ofoooin b)' aldq 

1t clear thet the •Jorlty ia ont.1rol7 reo4T to ...,., &beo4 nth a 

coutruot.in, anu-u,., progriJil. For tbl.t raaaoo it woWd­

llHful at thlt U• to outllno 111tb •• -..ch conarotaoeaa aa practlcablo 

tho atapo contaiiPlatod. to •Joe H. a. 1'716 offoot.l.n. Such an out11no 

would 41atipott the ,,........tad. flare which han been aroused.. It 

would •Joe olear that ttie opposition 11 thart.l.JII the •Jorltr111U, 

111thout an;, specific progrut of ita OWDo 1D4, ~~>at 111Port&llt or aU, 

perhapa , it would preporo tile public a1nd. for the -sure• which auat 

bo taken -.be the bill t1nell7 boco•• lew, d.loannug tha obJectiont 

-.bleb Senator 11Me1er and othen can be expeatod. to rlieo . 

It •T be that tho tt. 1a oow ot biD! when the Pret14ent hiJo­

eeU aan beot clear a•r the aontuion onr tho le~Luee isauo b)' 

&1'1'1111 authoritet.l.Te expression to tbo Adtlln1ttretlca'• plana 1n a 

broad.aaot to tho nation. 
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FEDERAL RESERVE BANK 

OP' N&WYOAK 

'!Mil XAAL 

AttMt.t•• It· B. Merle reohne 

I u eclo.U.. barftitb oar CCIIIP1J.at1• tor the 

Mel~: eDded h1:INo.r)' 1!8, lMl, ebow:bc dollar diebur o te 

oat or tblt Jll'1tiell l!llp1re Uld !':Noell ece0t111te at tbia banlr: 

ud the- b7 wlliell tllaaa .,..,_.,,uturea wre tiDaDced. 

I.. 1f. IDolca, 
Yio. Preaidat. 

a-r-Ill• llom7 ....... tMa, ;rr., 
8eeret&!7 ot tblt !J'Mftl'7, 
••ll'ncto"' D. C • 

... 'o...re 
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(e) htl'*• ~ tee .W.tOD ~tnd -izlc Oe~'Mr ~the .~,. of ariu.c ~rlaK bub •Uta. IIW T-. -.c.,· '"....;,. 
...n...tlat U.. NoqU.la1t:t-.tDc or prt• t • dol.lar b&la.,... Otbtr 1.a.rp tr&tlaf'na n.. ...U IOOf!Q:I:I;tf lhlrbe 8111N I'MUI: ..U.. 
epparut)¥ N!Pft..n t.beo aOCJ.Ii,ld tlOD or proMM.e o.t OJliO'I'·t• m.. tho .Wrlb& uea U4 f•tbor OUit'ftDt17 ee.cu.tac 6Dl.l.er ...,. tpt;• 

( , , lilola6t• ,.,_u ~,. ao.oount or. Prouoh .ur ().'Ca!ulno o..a4 P'Naoh .Purcbaai.Qg 0ooa1 .. 1on. 

(o) A4J\aetd t o t lilt.l.ae'- tho etroot or teo a1Won peJ.d out na J'UI' 26 Ul4 returae4 tM tnlll'lwlns Aa.T· 
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PERSONAL AND 
S F:C "P:'1' 

• 

-·- •§ 1\', 
~~ ••. c. 

7th ~.a:reh, 1941 

Dear lolr . Secr e ta ry, 

The llonourable 

I onelooe herein for your 

per sonal and soerot 1nforD t1on a 

copy of the latest report received 

fr~ Lo~don on t~e ftll itary s i tuation . 

Believe !'Ia , 

Dea r l:.r . Secre t ary, 

Ve r y s i ncerel y yours , 

Henry r or;:enthau, J r ., 

United States TreAsury, 

Wachinston, D. C. 

Regraded Uclassified



341 

'ala' I • 

.... OUal 11Ull olo ... '*' 11111,. 

-..uc lollil tboa 110 '-0\ _, ...... ..., ... ld4 

~ • • .,~; obei>Aelo 

I, a lllaoo woro e.a:plodo<l Lift ..,.ol Ba,. • 

...... I~ - • otbore 11111'1.,.. ol ...... N -

•• ~Med 1.a u a ... , t.bfto .nee .,...,. lllo., .. ._ 
~· One llaMon 118 ea.• ...,_ ~ ...,.ol'laaA 

ert ~•••• ~ ... • ..a.. ,.., ... 111,. '" 

11 ... 11111 llbot dnft - lolllkol - ...... 

1, lloa\al ta ot n14 on Lot:kft IilliiJIIl OD tth 

CIO- toet.o17 o!\lp t'1110 tllllo, Mnn o...-, 1 

le .... f$1a tnt&ll vuaol e, 1 aN04 tl'll'lllor aa4 1 

•• M 4 t"'ll'lill' d .. t l'O,ed, fotol t~ .-.... 

11,0.00 t••• 1• 0111"1\Gl pn-1'11 ot all tbrilo 

IIOrftOIIII ...... alN 10 (tUella& l o .... paae, -

o.-=s .. .,.,. •m- _. au N\lacil ldlh4 . • 

•tt llft'1 • .... , • •IIOIIlu .. ..,.. ""P~• 

•t ...- tl'Oop• • *-" ••• tnoaGro 

f, 0 OJ'I>lMr tnpedud D4 liOUo..e --* lilf 

llpn pt .., 86th 116w Nportod • Oiladotuou A elallilo 

I• ! ILlfA!!J• !!Ilj10r l6 • 

liD,.: onftatell 0.170 • .. ,. ttll IIWIII& .. 

,.tn••• pru11111'11 1111111 •" • ....._...._ ~ .,...,. 

....... 1100 l!llftda .,. 100 llll•lal ,,... ..... 

........ 4 ~ u.. ~ w&tll tbillr -· 

.. t FMJJA• 

rtaU• 4l•U1 ... er 1111 \JJIIII la &1'-la 

_ .. w-. 
'· Regraded Uclassified



¥JN, All lft1\0ie 

ftpt et 11\lv"Mb. l l l ... retlooe 

_11 ... 

8e OJ: ... ! l' All! POJ!SI• 

lllb\ of ~8\b. le\l'fl~ - •Uif.bleo 

PIT": !I1U!H• 
lllael WH .pia 4Npped 1a \be .... 

OUal eo u.. a1C)l\ er ~~~·ttl llft4 Oil tile 8th 

-tiber ..,.bbl -''-• wee •II• on lllalt• 

M•IAII 1 llelu eeu•bl oonl14el"'ble ~ ... 

•• li-ft .. ...,. u .. 111 .,. .. .,. •• -1' 
... t ... Brltloh l~••• 

tm pa 

Dt•t;r 0714 

I 

Pn)ebll 

' 
Dnt..,.e .......... .. 

I?! We! 
I 

Regraded Uclassified



PBR801fAL AJID 
810RPI1' 

llaroh 7th, 1941 

Dear llr. 8ecreter7, 

••m••......,., 
WAIMI•OTOII. D.C. 

I encloee herein tor 70ur 

pereonal and eecret 1ntormat1on a oar J 

ot the lateat report received troc 

London on the lll111tan aituaUon. 

Believe me, 

Dear Jlr. SecretOrJ, 

Ver7 etncerely yours , 

The Honourable 

sanr7 llorcanthou, Jr., 

IIlli ted eta tea orreaaur7. 

Washington, D. o. 
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IIEI'IIIICrBD 

SITUATION REPORT 

I, Wootorn Theater of War. 

M.I.D,, W.D. 
llu'oh 1 . 1 Ml 
12t00 ll. 

~· Gorman. llinor harrauins activity. 

British. Appuontl:y no itnportant ot'tanoin oporationt 
were Wlderta.ken. 

11, Ballat.n Thea tor or l!&r. 

Gro\IDd I Bulge.ri&. Adftnoo or Doran •in torooo oontinuoa. 

Albania, Ho ohango. 

Air • No &ctiv1ty reported, 

III. lled1terrane&n and Atrioan Thoatero of ITu , 

Ground, Italian Somalil&nd. British troopo have oooup1od 
Porter whioh !a about ZZO m!1oa northwost of Uogadisoio . Tho:y report 
tho advance 1o continuing, 

Lib~. Tho British report further brushes between 
armored voh1oles we o A&he11a. 

Er1 troa. Tho Italiano ol&l.Jil a auoceaat'ul countar­
attaok 1n the Cheren area. 

Airt Axis, ll&lta •• &r;&in &ttaokod by din -..ra. 
Go nan pl.nei in liO'rth Atric& r&idod Dorna, 175 ••.l.loa out ot Bon£)w.e1, 

llot•• 'l'h11 military e1tu&t1on roport 11 iuuod by tho llilitu:y In­
lell'is•no• Di via ion, General Statt. In view or the ocoaaiar.al in­
oluaion ot political information and of opinion it ia olaaa1tied aa 
R•atr ioted, JU:STRIC!BD 

Regraded Uclassified
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