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TREASURY DEPARTMENT 

INTER OF'FlCE COiolloi UN ICATION 

To Sec:retary Morgenthau 
•~o" J . J . O' Connell, Jr. 

For your information 

OAT& 

July 30 , 1941. 

The regular weekly meeting of the Price Administra
tion Committee was held in Mr . Henderson' s office thls 
mornine at 11 o'clock. The matters of general interest 
which were the subject of discussion follow: 

1. Silk. Re?resentatives of OPACS are discussing 
the raw sirx-Bituat~on with representatives of the in
dustry. Their primary ?urpose is to develop the facta 
with regard to the existLng supply of raw silk in thls 
country and the extent to which disl ocation of industry 
ano. displacement of labor will result from a cessation of 
the importation of raw silk from Japan. It is too early 
to know with certainty vmat the fac:ts are in this regard, 
but I am advised by OPACS' representatives that the dis
location and displacement of labor will not be anything 
like as great as interested ~roups would have us bel ieve . 
There are several factors wh~ch should tend to minimize 
the dislocation. The mllls will be able to some extent 
to change over to a use of substitutes euoh as rayon, nylon 
or cotton. Many of the mille have apparently been experi
menting in this regard for sometime aa the view has been 
prevalent in the industry for several years that these 
synthetic fibres will ultimate!~ almost completely displace 
raw silk in this country. Admittedly, in the present state 
of the art, no substitute is available which will be entirely 
satisfactory from the point of view of the consumer or 
entirely usable by the mills . However, in this respect 
a complete cessation of the importation of raw silk 
merely accelerates a change-over process which has been 
going on for some years (now about 90 per cent of all raw 
silk goes into women's hosiery) . Another possibil ity 
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Secretary Morgenthau, 2. 

to minimize the repercussions of cutting off the supply • 
of raw silk is the importation of a type of machine 
which will process rayons and cotton to a much finer 
state than can be done by machines presently available 
in this country. Donald Nelson stated that there are 
quantities of machines of this type available in Great 
Britain which are not now being used at all. Another 
factor Which, of course, must not be forgotten, is the 
possibility of transfer of skilled workers from the 
silk mills to other types of work. This is difficult 
to evaluate at this time but it is the f act that bottle
necks in skilled workers are appearing in any number of 
industries at the present time . The picture I get 
from OPACS is that with intelligent cooperation the 
silk industry should be able to meet the froblem created 
by the complete cutt ing off of silk suppl1es without any 
very great hardship either to labor employed in the 
industry or to its capital . I expect to keep current 
on t he discussions between OPACS and the representatives 
of the silk indust ry and to make periodic reports thereon 
to you, and also to Mr. Foley and to Dr. White. 

2. Automobiles. Mr. Hender son announced that 
he had a meet~ yesterday with Mr . Knudsen and Mr. Hillman 
in connect ion w1th the problem of cutting down the manu
facture of passenger cars and light trucks for the pur
pose of conserving scarce materials and for a better 
utilization of skilled workers for defense. OPACS and 
Ofl4 have up until now been working very much at cross 
purposes in this regard, but Mr . Henderson indicated 
that he thought that as a result of the meeting yesterday 
the two organizations would be able to come to an agreement 
between themselves and with the industry as to the number 
of fassenger cars and light trucks that may be produced 
dul'lng the coming year. He stated, ho1Vever , that t he 
general question as to which organization has the ultimate 
authority and responsibil ity in allocating civilian supply 
remains undetermined, and he was unable to make any 
defini te assertion as to when or how that question will 
be settled. 
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It seems to me that the issue is much deeper than 
merely a struggle between the two organizations for power, 
inasnuch as on practically all questions the approach of 
the two agencies is entirely different. As in the case 
of silk, interested parties tend to over-emphasize the 
effect on labor and capital of a reduction in civilian 
production or an allocation to them of mnaller supplies 
of raw materials . For example , both Mess~s . Knudsen 
and Hillman seem to believe that any reduction in production 
of passenger cars and light trucks will automatically 
result in an e~uivalent amount of displacement of labor and 
of loss to cap1tal , On the other hand, OPACS is inclined 
to go a little deeper und to analyze the situation de novo. 
! a a result of their analysis of the automobile industry-
OPACS representatives believe that a 50 per cent reduction 
in the production of ~assenger cars and light trucks (or even 
the complete eliminat1on of their production dur ing the 
next year ) can be had without the dire results forecast by 
OPU. In support of this position they can point to the 
fact that the industry now has over ~2 billion in defense 
orders, that the needed production of heavy trucks during 
the next year will be more than 50 per cent in excess of 
that ~roduced during the past year (they are already 
exper1encing difficulties in getting steel and other 
materials needed for truck production~ and that defense 
orders still awaitinz allocation which must be shouldered 
by the automobile industry will give them a scale of opera
tions in terms of dollar volume, in excess of ~bing 
ever experienced by the industry, Of course th1s takes 
little or no account of distributors and dealers, but most 
of the OPM a.rgument seems addressed to manufacturers and 
factory workers. 

3, Cotton, The r ising price of cotton was the 
subject of a substantial amount of discussion, largely 
between Secretary Wickard and Mr . Henderson and members 
of his staff who have been dealing with the cotton text ile 
people , OPACS st&ff members pointed out that they are 
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being caught in a "squeeze" between the cotton textile 
manufacturers and the cotten people . The recent revision 
of the price schedule for cotton textiles was made in the 
light of the then existing price of cotton, although with 
some leeway. The pr ice of cotton has been steadily 
advancing ever since and is now above parity. The existing 
level of textile prices can be maintained only if cotton 
prices do not advance substantially above pari ty, and in 
vlew of the fact that cotton prices are already above 
parity and are showing no signs of stopping i t will be 
necessary to revise cotton textile pri ces upwards again 
unless something is done about cotton prices . 

At a meeting of the Committee bela several weeks ago 
Secr etary ~ickard stated that he and Mr . Henderson had 
r eached a general understanding that Agr iculture would 
sell Government 01-med cotton when, as and if the price 
reached parity. The purpose of t his, of course, would 
be to keep cotton prices from going subutantially above 
pari ty. Despite the fact that cotton prices have gone 
above parity Agriculture has not yet sold any, and Secretary 
1/ickard \'las somewhat hard-put to explain why none has been 
sold. His apparent reason is fear of r:he.t the cotton block 
in Congress nill do to him if he sells any. He stated that 
he didn ' t know what they would do, but t hat they might 
restrict further his right to sell cotton. His reasoning 
did not seem to me particularly persuasive, at least in so 
far as the results of his inactivity are concerned, inasmuch 
as the Senat e tacked a rider on to an Agriculture bill 
yesterday the effect of which i s comvletely to freeze all 
Government stocks of cot ton. The b1ll is now in conference 
and may quite possibly go to the President in that form. 
Secretary Wickard indicated that he was undecided as to 
whether to go to the Senators responsible !or the amendment 
and suggest a compromise or whether it would be better 
to let the bill take its course without any comment from 
him with the thought that the President might veto the 
bill if it becomes law. 
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I ventured the suggestion that there is another 
alternative which does not seam to have been considered 
by him or anyone else opposed to the bill. That is 
that if the bill is a bad bill, and everyone but the 
cotton block seemed convinced of that it might be a 
good time for the Secretary of Agricuiture and others 
in the Administration to speak up and create a little 
articulate opposition to the biil without waiting for 
it to be sent to the President for his approval or veto. 
I am not sure Secretary Wickard thought very highly 
of my suggestion, although he stated that he has 
indicated to Senator Barkley that he is not in favor of 
the bill. It was my point and I believe it to be a 
valid one, that it might be helpful for the Secretary 
of Agriculture to take the lead in opposing legislation 
of this character rather than to sit silently by and 
expect the President to veto a bill as to which neither 
he nor any members of his Administration have given 
any affirmative indication of opposition. As is often 
the case, the subject was left hanging in the air and 
Mr. Henderson is to discuss it further with Secretary 
Wickard with a view to taking it up with the President . 

4, Price Legislation. The message on the long
awaited pr~ce leg~slit1on 1s to be sent to the Congress 
today by the President and bills are to be introduced 
in the Senate and the House today or tomorrow. Mr. 
Henderson reported that general agreement has been 
reached with the legislative leaders and with the 
legislative counsel of both Houses as to the form and 
content of the bill, and that there is general agreement 
between his office and the legislative l eaders as to the 
necessity for it. The bill is to be introduced in t he 
Senate by Senator Gl ass and in the House by Congres~ 
Steagall, 

The meeting adjourned at 12. 45 . 

• 
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July 30, 1941. 

TO 1 Tho Secretary 

FROih llr . Sullivan 

About 3:15 at the Rou.oe r.ays and l!eana Coaoittee rocm in 
the CApitol, I was adviaed by Jlr. Bell that he, l.!r. Fol~ and I 11ere 
to be at the l'lhite House at 4 o'clock. I l"etumed to the Treasurr 
and neither l!r. Bell nor llr. Foley could 1:Ja&ine the re&$on !or the 
sUCIIOns . Short4' before "" left the Tl"easury "" ...,,... actriaed '"' 
should cone in by the front door, 

'!be President said he had a call from Speaker Raybum and 
had d1acusaed w1 t h h1m mandatorr joint l"etums which the President 
contended should be eliminated from the Bill. He spoke about the 
nwnber of d1 vorces it would cause 1 t~~ opposition of the churches , 
and the un1 ted opposition of the women or the country. I advised 
the President that we had had opposition !rom members of the Episcopal 
oler£Y and the President interrupted to say there had been opposition 
from all the churches . He added that a Catholic archbishop had seriously 
protested to him. I advised the President that the original veta on 
joint tax retunlS was 16 to 9 in favor or tha proposal; that later the 
sentiment shifted until 13 of the CoCICiittee nre opposed to the propoeal; 
and that finally llhat swung the Senate and the Coa:d.ttee beck to !avor
:lble coiiSideration of the proposal 1:17 a vote of 15 to 10 was the letter 
!roc Bishop J!ann1ng. SoJ:>eone recalled that !ll.ahop Vannlng was Aurica's 
leading Anf:lophile and spread the word that al t.hougb England had bad 
mn<latory joint returns !or t....nt;y-!he years , the divorce rata ws 
lonr there than anywhere else in the world. The President said, "\Tell 
I •nt this out of the Bill, and f or political considerations it IIIWit 
co:oe out of the Bill.• 

He then atated that in order to make known his opposition 
to osndatory joint retume he was go1"8 to write a letter to Chairman 
Doughten and then wr1 te to the Speaker enclosing a copy of hie letter 
to Ohaiman Doughten, and he asked l.:r. Bell aa Aotill8 Secretarr to write 
a letter to him advising h1m that the Treasury had opposed andatcry 
joint returns . At this point I interrupted to actriee the President 

• 
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that this ns not tn:o, - that after two weeks of del.iberation and 
just a few ml.I'Ultss be!ore the vote, ! had told the Cor-.mittse that 
the Secretary had asked u.e to adnse them that ~~ fa•ored .-.and.etory 
joint returns if t here was relief !or earned incomes . 'Ole President 
replied that I ns pl ayin;t both ends a~ainat the l!liddle and I stated 
that I """ definitely in one corner. l:r. !'cloy said that he thought 
.:e shoul d revieiY the record to see what position the Treasury had 
taken in the past and he advised the President there had been times 
when the Treasury hod der.t nitely favored mandatory joint tax returns. 

He then went on t o dlscu•s the unnecessary complications of 
the incotte tax and said that he would like to have everybody who 
earned '?50 pay so CJJch tax, those who earned :850 pay so mch, those 
who earned '1;150 pay so ... ch. "I n othe:- words , he said, a separate, 
distinct a::•mnt that everybody would know in adYsnce ..as due . 'Die 
trouble toda:; 1o that t oo .,.ny people are earnine money and not con
trilr~ting to the Government. • I then said that what he really wanted 
wa• a gross i .ncome tax. After a ooc:ent'a hesitation he said, •n>at ia 
jus t it. " I then advised rJ.m ,that 1! he wao interested in takine more 
people on the tax rolla Lhis could be accomplished by lowering personal 
exemptions, but I wae sure he dido' t l111nt that. He replied, "Of cO\•rao 
I want t hat . I have been tryin;! to get it for years but nobody will 
help me do it . " I then stated tt.at 1<& had been bettli"f for three 
months to prevent a lowerine of personal exemptione and we had been 
doing so because I understood that ""5 his position. He then said we 
did not understand his position. I advised hill that it 'IIOuld be poss
ible in ~"' present bill to reduce personal exemptions but that it 
would not be possible to effect a gross incoae tax. 

He rel~ctantly ar recd to r:zy suggestion and I asked 1! ~.e wanted 
the amount by which peroon.1l execptione would have to be reduced t o 
raise the three hundred l!lillion we would have on !MDdatory joint returns. 
He replied that he did . He then went into a discuuion of excess profits, 
which he intended to open up a gain. ll.r. Fel l inquired if the President 
had any notion tllnt he "•• goin;! to be able to change excess profits at 
this session and the ~resident replied, "No1 but I am a woodchuck and I 
keep digginr when there is a chance to dig, and since I have to write a 
letter on one phase of the tax bill I l!li~ht just as ,..,n comcent a&ain 
on excess profits . • He then went on to speak of the additional ""'MY 
that ..-ould be collected through a chan~te in exceso profits. I ad'rised 
hiA t!'.at the chan&e in excess profits could not be defended on that 
ground because the present system """ capable of raisinv an increased 
amount of revenue . 
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The PNsident then stated that he would like to aee a tax 
which would tax all income above Gl.OO, OOO at the rate of 99f per 
cent. When •!r. Bell eocpressed hia aatoniehment the PNoident 
jolcingly said, "'''hy not? None or ua ia ner going to mke SJ.001000 
a year, How mny people report on that much income?• I replied 
that I thought about llOO taxpayers reported income in excess of 
;;J.OO, OOO a year. 

He then cliscussed the fol"'ll of the lottar he desired and 
he asked that we write stating the oppoaition on candatory joint 
returns and excess profits, olll!.tting from the letter any reference 
to the position the Treasury had Wten on lowerins personal exeJ:II)
tione. He stated tr.at he would aleo like some ""terial on excess 
profits which would aot be included in our letter but enclosed for 
uae in hls letter to Chairman Doughten. ~. Bell said, "This is 
certainl:y going to be a boolbshell. • The President ude ao cocoent • 

... ..• •..•...•... 
On our return to the Treasury Veesre. Bell, Foley, Kadee, 

Blough and Sullivan worked on t he composition of the letter until 
61)0 p.m. l.lr. Bell phoned the Secretary and advised hilt of the 
situation, expressed his onxiety, and urged the Secretary to return. 
This the Secretary readily agreed to after calling the White Houae, 
aelcing for a postponement so he could have hie day in court, and 
learning that he would have to be here by 9s)O tomorrow morning in 
order to oee the President about this llllltter. lleaare . Sullivan, 
Tarleau and Blough went to the cliMer being tendered by the mel!lbers 
of the House \'fays and l:eans CoOII!.ttee. We returned from this dinner 
later in the evening and the eroup worked until about 12:)0 a . m. 

The next morninG, July )lat., lleeara . Bell, Foley and 
Sullinn lllllt the Secretary at the airport and discussed this mtter 
riclinf to the office 'llhere l!esera . O&aton and Blough joined the 
group . llr. O'Donnell furnished ua with the eatiDlte that to raise 
three hW>Cired 111lllon dollars adcli tional by lowering personal e:xemp
tione tho arried couples exemption of 02000 should be reduced to 
316oo and the single persona exemption or $800 should be reduced to 
$650. At 9•)0 a.m. the Secretary, l.lr , Blough and Ur. Sullivan went 
to the V/hite House where the Secretary conferred w1 th the Preoide.nt 
for ono-halt an hour and l!eosrs. Blough and Sullivan waited outside. 
At the conference the President asked the Secretary for some slight 
changes in the Treasury letter and on our return to the Treasury the 
Secretary asked Llessrs . mough and Kuhn to lll&ke these changes. 

• 
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.z.:O!l.~.llli:. :'01! 'i'l:E S<:C!L:'.-'":Y ' S FILES : 

A . . oetinc reJ:atlve t o t:1e ad. inistrntion of :;xecutive Order 
v3..:C u.s 1.olcl. i n t:r . Foley' s office t.t 4 :30p.m., July 25, 1941 , 
at t enuo-. i ror .• t ime t o tir..e by t he follollint; : 

:.:ossrs . Foley (Chlli rman) , Gnzton, Cochran , Pehle , B. Ber nstein, 
· .. Hl tc , Viner , E. 1:. Bern~tein , Ullman and Tinunons for tl.e Treasury ; 
: Q~3rs . ;Lchoson, Luth1•in~;er and I.:illel' for Stt.to ; 1:essrs . Shea, 
·.c:c:r .. al.l t.nd Kreeger for Ju: tice. 

: :r . Acheson s&i u it y;oul d be desir&blc for him to receive sone 
:c:-·~ o:: 1:. reco.·cl OJ. t;.e dccisi o:1s tt.ken l>y tHe cormttee . It l71ls 
:. reed t l.at conies or' the tinutes o£ tl.o meet i n._ shouB be sent t o 
: cssrs . •. c:toson Ula Shea. 

:.r. Fole~· referre:l to tLe dcsirr.b.i.lity of keep in.:; the Brit ish, 
,u -.::. • .i.c.n, .• ustrc.licn, t.nd Dutch Covernrent s in t cucil :;i t il the 
ucisbr.s tt.:.en rt lth respect to the administr ation of t he f reezing 

c.ntrol i n or.:er tLI.t , on t l.e bas i s of such kno·:.ledce , parallel 
t.l'tL:l 1.1; vo ta::en b•· all coverru·.ents co::ccrned. This is partlcu
l t.rl, true .. i t h res.·ect t o the ~olic;r to be follor:cd tor:e.rd Jr.pon. 

: .. r . Pohle read a t ele(.rtU.l received fron t •• e Fedei'nl Reserve 
Jr.n:: of llallas , r elf..the to ~:.pplication J:o . Dallas 423, invol vinr; 
~ •• ox:1or·t of t. •• roxio:..tcl;; yl , OOO,OOO 1:orth of cotton t o Shon~::hni , 
Cl.in .. , u;; ortler o .. · ;,issho Cotton Co ., OsiLca, JnpD.n. The tele[.rw:~ 
tt•.tc.: Li•~t I:issho i n Osaka is t he consicnee of such cotton but that 
t..e cotton r;ill be delivered to Sht.n,:hai and d ll not be trans -shipped 
~- J:._ U! . ::isslio is t._..;t.rentl~ t. J:l!'t.llesc firr. ~n Jnpen -;. ith nn 
c._e .c in C in& . ::r . Pehle st~:.teu thc..t the trll:lsfer U.<,ht con
cei•.t.'!>l~· co;:.o under the Generlll License i:o. 58, but tr.r:t if it did 
.. ct ~o co, the Genera:l License sl.oalci not be stretched to include 
:::c!1 1. trr.nsaction. :.:r . . \cl.eson r e!".L.rked t.t this point that he had 
- ':c,: · .. ith UnJer Secrett.r; of Stc. t e ·.iellcs , fi~<O thoucht t}.,,t f or 
:.: :. ~:ct r.eel: or so t:.e ht:.?;>ic ~ t solution 1.ith resr.ect to Jt.pr.nese 

.r •.• > •:;oul d be for the Forei .::n Funds Control to tL.Ke no action on 
Jc.:) r.nc~c npplict.tions , 

·::itl• respect t o the several Jc..pe.nese shipa t hc..t are no1·1 
.. over:nL or: tho Pacific coast , i.r . \'lelles h~oil told the Japanese 
.• "r.s~ndJr tlu t speci fic licenses wore nocosst.r;,· to fuel such boats , 
' s ;'Ut into port . The1•e is , however, ;.:r . '.lelles said, no intent ion 
on Lhe m.rt of t his Gover rutent to refuse such licenses at the 
,recent.tine . t:r . Fole;; interprete"- thic to ocnn tht.t ship control 
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departure permits would be granted, but that other transactions, 
especially those involving the freezing control, uould be subject to 
special licenses , application for which would be given consideration. 
l'r . Bernstein then raised the question r1hether action Tlas to be 
withheld on such applicat ions as part of the general delaying 
procram. Mr . Gaston stated that a representative of NYK Line had 
asked the Collector of Customs at San Francisco whether the Tatuta 
J.:aru could come in and depart v1i thout hindrance; also, whether she 
woul d be permitted to discharge and load cargo, Mr . Gas t on had 
advised tho Collector t hat there had been no change in the policy 
oi the merchant shi:p control l'li th respect to the granting of permits. 
The I~1C representat1ve had re:peatedly inquired of the Coll ector 
•.:het hcr the boat rtill be pei'IIll.tted to dispose of her cargo and, if 
the Tatut a llaru discharged her pasoent;ers in port, whether she could 
clear f or Japan ni thout discharging car~o . It was pointed out here 
that the cargo of s ilk on boar d would, 1f t he boat put into port, 
become subject to Export Control. ~~. Pehle called attenti on to 
the filet that maey Al:lerican importers have opened l etters of credit 
avai l able to Japanese exporters of the silk on board the Tatuta Uaru 
and that drafts may have already been drawn and paid under such 
letters of credit. Such American im:porters would, if the boat were 
nllorted to clear v1i th the cargo of s1lk still on board, probably 
subject this Government to strenuous crit icism. It r1as generally 
ClJ;;rced that the basic decision involved in this ques t ion is nhether 
thi s Government is to re l ax the ne11l y-applied economic control s . 
fur , Foley remarked that a solution could only be reached by t his 
cor.ll:li.ttee if it is lmorm vthat L!r . We.l.les wants done in the premises . 
l:r. J,'oloy suggested to 1ir . Acheson that he mention the matter 
inmediat ely to :Mr . \'/elles , find out v1hat !.!r. Welles had told the 
Japanese .tunbassador, and relat e t his conver sat i on to this specif ic 
cnse. llr . Acheson, after a telephone conversat i on 11ith Ur. \'lelles , 
repor t ed t hat the latt er had stated that the Tatuta Uaru could come 
in, t ake on f uel and supplies and depart. In that conversation, 
the question of cargo of silk was not mentioned. It had suddenly 
been reu.embered , however , and an off icial of the Japanese Embassy 
wns at that moment naiting to see J.lr . Welles . Ur. Vielles had 
indicated to )[r . Acheson that he had not made a final decision with 
respect to the cargo. It nas agreed that Mr. Gaston should inform 
the Collector of Customs that the whole matter is being discussed 
between the Japanese .tunbassador and 1!1' . Welles . Later in the 
meotint; , 1!r. Acheson r eported that lf.r . Welles ' present inclination 
rras to tell the Japanese that the boat could put in and unload cargo. 
Tbe cargo would then be sub ject to license but could be t aken out 
again if the Japanese so wished. 

Ur . Cochran read a telegram from Wellingt on, llew Zealand, 
stating that the !lew Zealand Government has t aken parallel action 
~ith our Government and frozen Japanese funds in that Dominion. 
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).lr, Bernstein read a telegrBJ:! just received f r om l!r , Frank 
Coe , Treasury attache in London, lolr , Coe reported a conference 
attended by officials of the British Treasury and the Bank of 
England, and the Chinese Ambassador , The Ambassador was informed 
at such meeting Chinese Assets in the st erling area had been frozen 
and that the Bri tish Government would look to the Chinese Government 
for advice as to what accounts should be freed , The British al so 
indicated that they were prepared immediatel y to f ree all official 
accounts of the Chinese Government , certain Chinese banks , and 
Dri tish and ;\Jneri can banks in China . 

1!r, Bernstein informed the meeting that a conference VIas 
being held at that time wi th the object of coordinating the actions 
of the Foreign Funds Control, Customs and 11erchant Ship Control, 
11i th respect to imports from and exports to Japan or :ranchuria, 

Ur. Bernstein inquired of Ur. Pehle whether any applications 
had been filed to pay interest on Javanese bonds due Au.,t"Ust 1. J.:r , 
Pehle reported that no such applicat1ons had been filed nor had the 
Japanese Ecbassy requested that any diplomatic or governmental 
accounts be released. 

Reference made to t he Special Accounts "A" and "B" of the Bank 
of Indo-China, Saigon, The balances in such -accounts as of July 29 
were as f ol lows : 

A account --- ~343 ,000 
~ account --- $120, 000 

The question whether licenses allowing payments and t ransfers from 
such accounts should be r evoked obviously raises several delicate 
proble~s , inasmuch as t hese accounts were or i t inally set up to 
secure for tr~s Government certain necessary strategic materials 
end that an explicit commit~ent to allo~ t he free utilization of 
such accounts has been ~e. With respect to the possibility that 
oil 11ill be purchased out of such accounts, t:r . Acheson remarked 
that the general export license coverine oil shipments to the Far 
East could be revoked if necessary. L~. Pehle stated that the 
f reezinG control license could not , for several reasons, be revoked 
but that the export cont rol licenses could be , in vien of the fact 
that no commitments with r espect thereto had been made, 

Mr . Pehle discussed br iefly a proposed t ransaction in which 
the Brazilian Government would buy vrith milreis Brazilian bonds 
held in France and the Fr ench Go,·ernmont would use such local 
currency balances t o purchase Brazilian cotton, to be stored in 
Bre.zil until the end of the Ylar , Anderson, Clayton and Company 
is interested in tlus transaction because their Brazil ian affi l iate 
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would presumably sell part of the cotton to be so purchased. The 
Legal Department is to consider whether Anderson, Clayton and CompaD¥ 
co.n be advised that a license must be obtained for the Brazilian 
&!filiate to sell cotton to the French Government . Mr. Acheson 
stated that the State Department desires to see such transaction 
stopped i£ possible. 

:ur. Bernstein read to the meeti.Dg a dra!t of a reply to a letter 
received fromUr. Noel Hall of the British Embassy relative to the 
litigating of British claims against the German and Italian debtors, 
by attaching their assets in the United States . Reply is to be 
made to the effect that it is bel i eved that in view of all the 
circumstances there might• be some objection to such oases and that 
it would be premature for this Government to agree to issue appro
priate licenses covering payment of such German and Italian assets in 
settlement of court jud~nts obtained by British creditors. 

:ur. Pehle referred to an application that had been filed in 
December last by the Chase National Bank to transfer some $500,000 
from the Rumanian National Bank to Russia. At that time t he State 
Department had indicated that it could not give its approval of 

transaction. A new application was subsequently filed raising 
amount to approximate:ij' $600, 000. The Treasury- addressed a letter 

concerning this application to State , to which State replied there 
had been no change in its L~vious attitude. It was agreed that if 
a license is granted t he C e Bank would probably not pay out unless 
new instructions are obtained. Kr. Acheson stated that the State 
Department had no objection to approval and it was unanilllously 
agreed that such action ~hould be taken immediately. 

Dr. White said that the Soco~ Vacuum Oil CompaD¥ had inquired 
whether to reply to an inquiry from the Japanese Government relative 
to a shipment of oil from the Netherlands East Indies on a boat 
arriving there tomorrow. If they are to be requested not to send such 
shipment, they are anxious that parallel action be taken by British 
o.nd Dutoh firms as well. It was pointed out that such a shipment 
involves two licenses , one from the Dutch export control and one f rom 
the freezing control, as p~t for the oil is to be made from a 
blocked Japanese account in New York. Kr. Acheson has suggested to 
1!r. Welles that pressure be applied to Japan through the 11111di11111 of 
the freezing control licenses. It ~ be possible to leave out
standing export licenses unrevoked, but to limit trpes and quantity-
of merchandise that is to be allowed to be exported to Japan. For 
,ex11111plle, exports to Japan in an average year, say 1985-1986, llight 

as a standard and exports of high octane-rating-gasoline 
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and lubricatinG oils be cut to such average amount. rr. Bernstein 
sug~ested that a Tiorkable plan mibht be developed along the lines 
of limiting to Japan to her needs for a normal peaceful life , 
excluding ner war needs. It was agreed that the techniques involved 
can be worked out once the final line of policy is fol'Iillllated, • 

J.!r , Acheson stated that he had boon requested by Export Control 
to initial an Executive Order to be signed oy the President , which 
uou!d have required t hat t he ultimate consignee of all exports be 
nruned. He had not done so in view of the fact that t he ques tions 
raised by such Order cut across the problems of several departments , 
includinc the Treasury. ~. Pehle said that members of the Treasury 
Le~al Department r1ere developing r1orkable definition of the term 
"Ul.tL.Ate consicnee ." 

rr. Shea said that he had r ecently a note f roo Lr. Francis 
:iddl e to the effect that certain "Free Frenchmen" in the United 
::;tate& ere r:orried over the filinc of TFR-300 repllr ts, for f ear that 
the inforoation contained t herein rlill be di sclosed to the Vichy 
uovernmont. l~. Foley said that t his material would obviously be 
treated ns confidential and handled in the same r;ay as any other 
confidential information received by the department , 
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ESTADl.IS:tOO THE EOO:JOI:IC DEI'!:Nst 80/JlD 

9y virtue of the authority vvotftd in r.\0 by the Consti
tution nnd stAtutaa or tho Unit.ad St.a.tos, by vil't.uo ot the exbt
onco or on unlioited national ec~arafjncy, """' t or tho purJlose or 
dcvelopina and coordinating policioa, plAn~ , and prodrnms designed 
t.o proto-act. anU strau,stlwn tho i.ntorno.t.iont\1 oeonoaie r e l at.ions ot 
the United S~tea in the interest ot nAtional dafo~ee, it 1: hereby 
ordorod os follows: 

1. 'ftl_, tt~ •econoc.ic do!on:N,• "1d1e"Wlvlr used in this 
Ordor, aearus tho conduct, in th..t iatArest. o: r.at.iot14l c!efcnsc, or 
int.ern'\t.i?ro~~l cconouic &ct.ivilios .L~cluci1nc t.hO!Ua: rtrlat.lng to 
Gp:)TU, iJ:Ip')rts, the &C'lui::;iUo~ M.d ditpos!.t.lon ot D&~rittls and 
coanod1~1•~ tron foreier. countries includinc p~clustve buying, 
t.ranssc•.tons in foFig-t e.xcMf'lb" antil rorott:n~d or f!)reign-eon
trol2ad pr~rt.y, ir.ternat.io.T'".al invcat.Df.nt.a and exte:~sions or credit, 
tthi!lpi.nc; and t..r'\."lS!»)rt.ut1;n ot rJOOrls aoons countries, the international 
a.spocta of P't.c·nt.s, inttr:l3ti.cnal ~1cat..1onJ pcrti\Wng to co!:l
~t:rce, nni other foreign ccono::de ~:~~.tv r s . 

2. ThAre is hereby est.abl13hod an !':conOdllc ncfensc Board 
(ho1·oinoft<:r r eferred to "lS the '~Board") . The Board shAll consist 
of tho V1co P.re51dent of the Unltod St.atos, wh~ l!lhl\.11 scr,·o as Ch.a.i.r
na.n, thu Socrl.t!lry llf St:t.t.c, t.he Socr~ttar;,~ of tho t'r011Sur;r, the See
t-Ot.nry ot w:;.r, t.he Attorne:r Genural, the Sccro~ry of the ll.lvy, the 
Jocr.,t..uy or Agr icultW"'e , cm:l the sucntuy of Cor.'r.'Or ce . The Chair
Mn nny, with the approval of t.h•J Prcs1(!~nt1 appoint. ndditi<Onal corn
ix.rs t;o tho Board. ~ch ~bur of th~ Board, other thnn thu Chairr:'lan, 
r.\'-Y dos1£'f'\ate :m nlt.Pmat..: ft'o::t ODOnc tho ortici:..ls of his t'1:l:part.tient, 
aubjec!. t.~ t.he continui..nt, &;li)I"'Vnl of tho ChairmAn, l1nd s....ch AlterNte 
any cc~ tor oucn co::tC~r in 31-1 Q..'ltt.cra rtJl.nt.inc to the Soard. 

3 . !n furtt·~~ .... ·lCc of such ooHcitu: ond ~joct.tves as the 
Prcs!dor.t. n.ay tro::a ~m t.> tUle dd.ern.tr.a , tht loard shnll pert~ 
~:.u !'"11:-w!r:~ f''J..CtihM at.~ d'.:Ueft: 

a . Jo~vise the President. as :.o oc~nocle ~etonse ~
sures to be t.aken or .functlor s W ~o perfort!I&CS 
tm\.ch are e~sem.1al to t.l-n eftect.1vt defl"nse or 
Ul'l l;'lt.1Jn. 

b . C~rdlnate tl'.e policies Dlld actiona of the several 
d3pnr~~nts and auencios cBrrytns on activities 
r elAtinG to cconoQiC defcnat in order t o aseure 
un\ty and balance in the npplicat.lon of such mees
urdn . 

c . ~velop int:..lcrat<ld econonlc doC'ense f)4ns ~md pr o
traoa ror coordinated action b:r tho dop.r~ents and 
agencies eoneorned and uoa o.ll approf)r i4W MMS t.o · 
.usure t.Mt such plans o.nd prosru:t nre carried into 
a!fuet b;r SIJC:h d~art.t.u:nt.s Mel 4&0nc1ca. 

d. l:.1k•l 1nvc:sticat.1ons and adv1ae the Pr•s1dent on the 
rolat.ionshij) o! eeon«Uc defonso ( aa defined in 
pu c-uq:.h 1) ~as\&rea to pou .... wor ocono::Uc rccon
at.ruetlon and ~n tiJO st.tps t.o bo Uken to protect. 
t bb trad• position ot t..~o Vni•od St.atu and t.o ex
roditc the cst.1blisl'u:kr\t. of cound, pec.ce---til:le 1nter
natio~ econo=dc relati?nshlps . 
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e . Rovl.ew propos<!d or exini"i lechloUon routing 
\..;> or o!t~et11141 ec::ononJ.c clotenso and• with tho 
ap,roval or ~ ~ea1dcn t, ~CODOen4 e~ch ddd~

tional l~&islation as aay bo nectiS3rY or desir
able. 

4. The adDinistration of the va.rious 4ct1vit1es rolnting 
t.o uconooie dllton:lo shall r~r:ll:tn with tho eevernl departm.ont.s a.nd 
oconc1cHJ now chnrged with such dutitHI Wt wch a.d.'1flinbtrat1on she.ll 
contom t.o th::: policios f'omulatcd or e.pprovod by l.ho Boa1·d . 

s . In thv st\ld:f or problems and in tho !'ormulntion or 
prot;rOD•, it sh>ll oo tho policy or t.ho il<lerd t.o collaborate with 
ll.Xistina dapart.mnt.s rutd ~cnc::ios which J>Qr!oro tunetiol\:3 -.nd .;J.C
t.iv!t.iol" pcrt.lining to ccono:lic dofcllso and to utU1to their 
s~rvic-s and recilitieo to ~~a ~iaun. Such dorart~ntD and agen
cies sholl cooperot.o wit.h t.ho eocrd in eloarinc pr oposod policies 
~ =ccuuros 1nv~lving oconoaie dct~nse consi~r~t.iona and shall 
S\IP])ly such Wofn!lt.ion and d!lta 3.8 tho Boa.rd aa.y r~quiro in per 
toming U.s !'unctions. Tlx: Bo.~ ac.y arranc-o tor t.be ost.abli.s!mcnt. 
or eon:a1tt..tos or voups of advUcrs, r ... p.r~oont.i.n(t t.wo or *>J"'e de
p4rt.aent.s 3nd a.gencies as ~e c::a.so e:17 require, to ~t.udy ani develop 
I)COnoaic dafense plans &.""ld progra:u ln respect. t.o particular c~ 
diUe' or a•rvlccs, teogro.J)hical areas, types ot aea,urcs th3t 111,6ht. 
be oxcre hed., Md other ro~tod mtt..ers. 

6 . To !acilitato unit7 or ~Ct.ion And tho max~ usc of 
.:xtst.tne aorvicu and facilities, each ot the following dopartr.tt.tnts 
4lld aseucios, tn addition to tha depcrt.rnenta and ogoncies represented 
on tho 3o3t"d, :shlll designate c. r-ospondble otticer or officers, sub
J"'Ct to t.'\o approvlll of the Choin-1.ln , to r opr !,)sont the departmant or 
a~onc:t in its eoJ~tinui.ns r l!lat.ionships wit.h t.ho BOGn:h Tho Doj>o..rt
mt~~nt.s ot thQ Post Otfice , the Interior, nnd Wbor, t.htl F'ocLlral Loan 
Accncy, ~ho United Stot.es IAM1Urno Cocniuion, the United St.at.es 
TuUf Cooaisaion, the Foder.U Trndo Commission, the Board of Ovv
ernor a or the Foderal Reserve S75teo, tho Securities ~d EXC~Gnge 
COCCiblion, tJle llntional Resources Pla.Mins BoArd, tho Do!t~nse C~ 
r.aunic~t.icn.s B®rd, the at!'ieo ot Production uana.c.e:~ent., the ottice • 
oC P~ioo .ld:UniotroUon ond Civilian Supply, t.he O!Cice Cor COOrd1-
nat.1o.n of C::tD..'Y'..:rcial Md OW.tural Rel4t.ions a.twuen the .bcriean 
Ropubliee, tbo ?orc3nent Joint aoord on Def~~e, the A~strator 
ot Exrort. Control, t.'te :livis1on of Detente At.d Reports, the Coordin
ator of ln!o~tion, an1 s~e~ additional depar~nLa and accnc ies 
., th• Ct~irr:n:. ~7 f'ro.:1 t.1ne to Uae dot.onUno . Tho Chai.n::w1 Mlall 
pi'Qvtc.o for the s,rsteco.tic O>nducl o! butlr.oas with t he toregoinc; 
dop&rtr4nts &~ atencios . 

7. 'rho Ch.'\!rt:lil.tl is tlu tl..,r!Md t.o r,o.,ke oll necessary ~ ... 
ran~onents, wit.h the ndvice and an1st.'Vlce of the B«r<l, for dis
charsin~ nnd acrrorains tho r espons1b1lit1oa and dutios roquir-ed to 
cnrry out. tt-.r functions end 'lu1.hortt.ies sot. fort.h 1n this Order, 
And t.o -:~nko final decisions .,inen nocnsso;ry to oxpedit.cJ the work of 
tho Bo.:ard. Ho is furt.ht!r author hod, w1. thi n tho lir.Uta or such 
futv.ll --11 m.ay 1x> alloer,teO t.o the l3oord by t.ht Pr<te1dent, to ot~ploy 
nccosr~a.r:; pe rsonnol ~11d llllkt provioion £( r t.tu.t nuc.euary su,pplias, 
tacil1t.1t,.fl1 'nJ services . TM Chairat.n r:ly, with t.nc approv31 of 
thoJ ?ro:Jident, appoint J.n executive of tic1)r. 

July 30, 1941. 
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CO!IFIDENTLIJ.: to be held In smcr 
CONPIDZNCE and no por :J.on~ aynopab, 
or lntication to be publiahod o~ 
&iven Ollt until tho IU!IJ)l:nO or the 
Prasident 1s wessap haa btl\l.n in the 
Senate . Extreme care must t.heretore 
be exer<:ised to avoid promat.uro 
publie•t1on. 

TO M S!N.I.Til : 

S'l'ili'HEN EARLY 
Secretnry to tho President 

I return herewit.h, without. lilY approval, s. 1200, a bill 
•ro authorize e.dd1t1oMl. apprcpriation.e t.o provide tor the 1\u-t.her 
dovolopa:nt. or cooperative agricultural oxtonlion work." 

Ttto basic aets authorizinc "'ants t.o States aDd Territ.ories 
tor agricultural extension wor!c: s~t. up a !orJIUla under .,..ich t.he 
tundo appropriated L"C largely appertloned ucns the St.ot.eo and 
1err1torlot in the proportion which the rural or fArm population of 
U'lo State or Territory benr.s to our total rural or t a.rm population 
as dotendn.ed by the lnst. precedlf\6 doceM1al C(!n.eus. 

Tha 1940 census reve~ls thAt ~ortGnt shitts have occurred 
in farm population since 1930, ar4, as ono con~equonco, redistribu
t ion or Federal funds ecntributod to tho agricultural oxtension 
proar~ in accordance with the basic oets would entitle twenty- four 
St.atAt1 and Puorto Rico to increased eharee nssrecatin& approximately 
$346,000, while the shares in twenty-roW" St..at.ea and 1-tl:lvtaU would 
be doc!'<!ased 1n a total a"ount or ap~roxi ... tely $1iSS,OOO . 

s. 1200 \'tould authorize annv.al appr()flrhtions of 3555,000 
with which to continue at. ttK preaent level the &nn\1.41 uants to these 
latter twenty- four States and Hawaii . In ertoc\.1 1.be bUl renders 
=ean1na.lt!ss the apporticr.ment torcul.a ot tho bQaic 4.Ct.a, whieh was 
thou.aht.t\lll.y written by Con;:ress, and which cuat have conte:cplate4 
\he po311ble necessity o;' ad.justo::ent.S tn apport.lorzoents thereunder 
•• ahitta 1n population occur. 

l.t that. fcrl!t\ll.&. is nort considered \11\IOuncl, it would see: 
t4 • that the prorer corrective is to r qplaco it rlt.h a new and 
btttor one, rath· 1 than ~im?ly make ortsetting spacial appropriations 
whenevor the operatic~ of tne forcula docroasea the chares of one or 
a ;:roup or Stat\.:. nnd Territories. 

'l'le enoet,.,nt or th• Bankhond-Jonoa Act in l93S sreatly 
etrengthened th~ partioipat!on by the Federal Gover~nt in tho 
gftncral agricultural extension prosram. 1 do not reel ~hat thero 
1a ot1X'1'1cient wtll"rAnt tor further 1ncrensinc; at this ti.J!IC the 
continuing &Muo.l •ppropria.t.ione provided by that Act. and earlier 
rtlatcd 1 ·~\slat1on. 

I'!W'lCLIN D. ROOSE'IELT 

!!IE 1111110 HOOSZ, 

Jol.y 31, 1941. 
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OOlfPID~_rr~: To be held in iiJ:RIC'\JQ!I}llmJg lind no 
port.ion, synopa!s or 1nt.1mati(ln \.0 publisht!d or 
given out w1til the READIIKi or the Preoident 1 a Mr.ssl\ge 
hno bocun in the Senate or the Kouso ot Repre~enta
t1vea . Extre<:Je CC.T'G muat the refore be Ctxcrcisod to 
avoid premature publication . 

STEI'HE!i EARLY 
Secr'"t.ary to thfr Prosidwt 

188) 

- - - - - - - - - - - - - ~ - ~ -

Innat.ioMr-J price ~c:s t....M tncreuea ln the cost. o: li'Yi.ng are 
toda;l u-.roatenlni; to u:;clcrW.ne -:rur detenso ett ort. I u , t.h&..rt>!Or;.., reeo.o-
rx.ndins t.o t.hf: Cont:~SS the 3Co;>tlon u! :lf'451'!"d: t.a d•JILl wJ. t.h tt.._i$ threat. 

\ to arc now spend!nt; gore thau ~,000,000 a d&;t on (!ijff.n:s&. This r3tCt 
cust And will ln<::Nruw . I" J'UM of th!.!l yeal' '1\,J o,~nt. about r.;,aoe,ooo,ocx:> -
aor e t.l\on five tin:n ~"lo C,l 53, 000, 0;X) 'lit\. ~pont. in J\ll'k. 1~. Every doll6r 
SjMrnt tor c!of,Jnst~~ prt.sa<.s ag.linst an alr<.ady littit. ... d wpply ot cat~rhls. 

'l'ltt.u prosacre 1~ sna:-ply ecccmtuet.td by :1n t.'VCJr-1ncr oos1ne civilian 
dct:b OO. For t.h(.t firct t.ioc in y<..c:a.re m.'lny of our w.ork~ ra 4rO 1:t tht. oarkot 
for t.h~.. cood3 thc,y hnvo alv.'i.lys runttJd. Tlli:~ mua..na r~orc buy\lre i"or 1110re 
prod\1ch ~lhich CNlt.nin st.ctl nnd alwdnu.o:a o rt'd ot.h~.or ~~V.~,t,orial:. no~dcd for 
d'"fon3o. 7hu.s n r npidly ~..xpa.ndine eivilicn d<.m.oJ'ld ho.a bt.tcn cddlld t.o a vast 
And insiat.unt da:t.lolncl b:t the Oover noant. 

Thooc who M ' '<l DOney to speOC: li!'O \tllli~,; t.o bid for t.he goods . The 
Oov~..m:~ent. r:ust. :ud td.ll s&tisf:' 1t.s dt.feJ.tse needs. In such a ah.uation, 
price tl~vancca .!Knl:f dcterui.oo 1'1ilo GCt:) t ho scarce r:nt..riale, 1"1t.hout 1n
erou1n; t.he ;.vaUabl~ supply . ~ face inn.ot.ton, unlt..so we act. dt.ci:oively 
•nd 111 thou• dd.o.Y. 

Mfore. 
Ttk. conscquc.nccs of inflat.ion are uoll k::nowu . 'Ye have :sun the:~a 

Producora , unabl(J to c.ckrt.J.nt. what t.hoir cna t..l will ~, h~3it.a.te to 
ent~ into dot'Gno~ contracts o:o otht.rrri.:tc to eo:I:Ut t.hl.a:;c.lv\:e t.o vent.urt:s 
':those outco~S. t..;\ly cannot fort..SiH.. . r~ td\oh produet.icn machiner y tal~rs. 

Sp~culatorc onticipatiJ~ succcsu1v~ pricu ndvwnc~s , withhold commodi~ 
tio1 from ~••cntial nilitary production. 

Co:~t.s to U1o Oovcrnount. incr~ tLlSU , ar¥.1 w1 th 1 t. tho public debt. 

Inct'caaco in tho ;10rkt..rs 1 cos t or liv!nr;. on thf.l ono hand, nrd ~xces
siv~o~ prot1ta for t.1t t.- t'ilnufnctu:r¢r, OJ\ t.hc e th6r, luad to spiraling denands 
for hi~or •asoo . ':'hie means f':-iction bctwcon <~m;>loywr and t.::apl oyc.d. 

Or ')a.t. profits arc rc:a.pcd by SOJ:IU , Tlhil11 othc.ra, wit.h fix.t.d end low 
ine-•, t1nd t.~dr l1vinr. 3u:n<lnrd3 clrut.ieoll)- n.ducud and t..'K>ir 11!<
lon; ea.v1nr.s ohrunlo;cn . 'i'h(! unskill~cl .-oru.r, tho wtdt.u- eol.l.ar mrk~or, t.ha 
f"""r, t.h< s:v.ll bt!sines"""" o.nd •bo .,.all inY<>st.or all tind t~~a• t.hodr 
doll.&.r buy• owr lo=s :md loss . 
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The burden or clofonM b t.hl'own h>ph&urdq and 1nequ.1t.ab:Q
on thoae With fixed incOM or whoe3 bOlrtainin& power 18 t.oo "''e&k to 
secure t.nereasea i.n income COI!IINlnaurate w1 th the riDe i n t.ht coat. ot 
living . 

28 

And over aU. hovers the opecter of future detl.a\ion and depres
eion, t o contuse e.nd ret,lrd the defense effort and inevitably to ar.gra
vate the daneers and dit!ioultiea of a return to a normal peacetim6 baaia. 

Econoaic e&eriticee t-here wUl be and we ahAll bvar them ehe-er-
1\IJ.q. 9.1t..,... are clot.enoined that !.he saortrice or ono eh&ll not be the 
profit of another. N~hine will sap the 110rale or thio N&Uon 100re 
qu.ickl.T or ruinousJ.T than pen&1iaina ita ...,at and okill and t.hrilt. by 
t.ho indirldually undueMIOd and uncantro~le JlO"•rty or Wl.ation. 

Our objective, th·uetore, ftlUSt b3 to aeo that Wlation, arts
in& from the abuse of pOWOr to 1ncrca~e prices becauao tho eupyly ia 
u .. ltod and the delll.ln<l innuxibl o, doos not occur wring tho present 
or.-.orgilncy . 

Today T:Q stnnd, &!II wa did in th;,; closing months of 1915, at 
the bogiMin.g of an UP""'Ard :rwo~·p of tho whole prico structure . Then, too, 
we enjoyed rela.t.ive ata.b1l1t.y in pricea for al.most a yeAr and a halt arter 
the cutbre:\k of " ar nbro&cl . In October 1915J hmreverJ prices turned 
ahaJ1'1T upward. ly April 1017 t.he •holesale price index Md Jwopecl 6J~; 
by June lql7, 71.~; and by JUne 10:10 it '"'" nurly UDJl onr the October 
l~l~ mrlc. 

'!tie r.a.ets todA~t are tr1c'ht.en1nely sinilllr. 

The Burea.u ot L"\bor St.3-tiatica Index or 28 'b.u1c CO!InOdit1es J 
by t.ho ond of June, Md •dvMeod 501; beyond its Ausu3t 19)9 level. It 
hu incf'flased 2.4% since J&nul\l"y or this yet>.r . 

Since Ausust 19)9 the Bur\uu of L"\bor StM1at1ea Indox of 900 
whol(t&..'\le prices h..'ls ndvMCtXi 17:.%• It has ineroa.Md lc>,.l ainco J l nu::uy 
o! this yGRr. In tho past. 60 d.\ya wholocl.! prieca htlv., rtaen atOre th3n 
£iv• tla>s •• tMt. u during t.ho prococling period since t ho outbrol\lc or 
the "0\1" abroad • 

Sinoo August 1939 thl Suro.:u of L'Jbor Sl.<ltiatlca In<lox or the 
coat-of-HYing h>.s od ... ~cccl S l/2f, . It Ius 1ncro300cl J l/1$ oinco the 
bo&1n.~ina or this y.tt\rJ t\r.d tho upw':U'd pnssur;J is now 1nt. .. J'\I.J . In a. 
ainel~ mont.hJ tram t hJ l"..i.ddlo or )t~ t.o the =iddlo of JunoJ th;.~ coet.-ot
living J""'>'d ""· Durlnc the leat 'l""r tor tM lncroAu in tho cost-or
living w"'s gJ"(;tlt.or t h.."Ul during IV\)' al.ndl~r period slnco tho World 'Wa.r. 
But ovun yet the indox dooa not. tully r~floet pnat incroae10J And only in 
n t o" months 111111. it rospond to current incroasos. 

In 1915 tho UP"o.rd pric~ movomcnt procoeded W'Chock3d so t h.lt 'lfhen 
re8\ll\t1on •M fi..n_"'\JJ..y begun it.,,. '\l.rG:.dJ too l \to . Now wJ h=l• e: mop
port.uni ty to act. bM'ore dia.\at.roua infl._'l.t.ion la upon ue . The chalco is 
OU.rl t.o a.'\ko j but W5 1Dl5t. 1\C't 8p.l ~. 

-- -- -For tw.Jln ftOnt.hs 'tfJ h"\"0 t..ri~ t.o ..... 1n"1n " at. \bl~ 1:.•31. o! 
pr1ects by t.nllstinc the volunt.vy coop3r"\t.1Cil or bustn:u , '\nl1 through t.n
tol'ft'\1. persu•uti't'3 cont.rol. 'ft\3 effort h.u bean .....t.doly tuprort.oct bee!\uso 
f'V'-aichtvd busin.:>s• loodlra roalhe ~h't t.holr om trut 1nt>l'Oat •oulcl bo 
jJOp., rdhod by run"''¥ Wl.•tion . But tho cxl.•ting nut.hority over pric.,. 
11 incU.rect and circum&cribed , Gnd operates through rneaD'UI'Oe which a re not 
Approprt.\te or applicAblo i n all circumstances. I t. han furthor been wee.k
ened ~· those ~ho purpor~ to r ooocni:e need for prico at.abilizntion yet 
cMllenae the existence or An,y effective J)Ofi'Or. In aocae oaeeeJ moreover, 
ttwre has been evasion And boot.legl in&; i.n other oaaea thG O!tice of Price 
Adndniatration and Civilian SUppq hna boon o;c:nq dofled . 

Facocl r..,. with lobo proopect ot intlationary price adn.neas, let
ioleti w action can no lo~r prudontl;r be postponed. OUr rutional aa!otr 
~ t.b:\1 . ..,. 1.1\lce otopo at once to oxt.snd, clsrU)- and atrongthen the 
4ut.horit7 ot the Gcwenamt. '-0 a.ct. 1n t.he int.e~•t. ot the prwr&l. woltare. 

• 
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leaiJlaUoo 1bou.ld lnelude authorhy to enabUab cttllnga 
tor prtcea all:!! r•nto, to pW"CCtulde Mt.vrlala aod cONAo4U.iea wheo 
nvceaaary, to assure prtc~ 1\tbillty, and ~o decl MOro extenalYaly 
wit~ excesses 1n tbu field ot 1nstalhlent credit. To be etrecttve, 
auch autborlty oust be flexible ond subject to trxerohe through 
lioenee or r egulotione undtr expeditious and workable a4m1ntetrattve 
procedures . Llk~ othor dotenae lea!sletion , it ehould t xpire with 
the pasoln& of tho neoJ, \ilthln a li.Qited time otter tht end ot t he 
cmeraency. 

The concept or a prloe eeilioe ta already familiar to us 
ea o result of our own Uorl..l -=r experience. Prlc•• art not tlxed 
or frozen; an u~per ltalt alone ts set . Prices =ay f luctuate belew 
this llc1t, but they cunnot co ubove lt . 

To cake calllna prices dttective lt will often be neeeasery. 
~oaa other tt.tnca, ror the Govornneo~ ~ tnereoae th~ avotlable 
1upply ot a c~odity by purot~sos to th13 count ry or abrood. ln 
other Cfases it will bv as .. unUol t.o st-ab1lht1 the t<'llJrkot by buying and 
aull1ng Ol! tho oxte:unchs or price ~o\ay ruqutro. 

Housine 1o o commodity or univerenl uuo, th~ supply or 
which conno~ spoddily b~ incruaaed . ~spite tho Mt upa taken to assure 
adequate housing tor dutunou , wo ur~ clr~~dy cont~ont•d with rent 
lnor~osus oainously r ua1nieovnt or Ul08!.) which pr1;1•oUvd during the 
World lOr. This t a o dtvalOPDont tho~ ouot ~ orr~atud b~tore rent 
~rof1teer1ng e6n dovelop to lnc~os~ th~ cost of l1Y1Df ~nd to da:ag• 
thu cirillan ccralu. 

or cours• t~r• cannot bu prie~ stability lf labor costs 
ria~ obnorcally . Lubor bul tur aorc to satn rra~ ~rlcv stability 
than trao obao~l wage incru~o~s. For tbds~ aro lit~ly ~o bo 
illusory, aad qutct~y ov~rtakun by ~hor~ r1aua ln living costs which 
toll ~ith paxt1cul8r hnrJohip on thu luast fortunntu or our workers 
ond our old p~o~le , 

Th\lr d will ul':'•YI bw n~od for · .. ugv odjustl;wnta troa ttec 
t.o tl.loc to r uetity 1n"ctuU.ublu zdtuc. ticns. But. labor ua b whole will 
t't..N b..:at trOC!I 6 L.1bor poliey ~.tlich r.:cogoizvs tb.ot ff.a.g.ta in tlH! 
4ot .. cS<.~ infi!u.st.rh!a at.ould not eubatact.iully uxc:-Jud tM prv'lailing 
"-&- rat..,s 1D e~purubl.- non4dut\.:nS<~ 1ndus~r1cs wbt.r., rutr lcbor 
polielva ~Yl;: ~\0.0 ~1JnG1cvd . ~w;dy Ulroueh tbCt uttort a ot tbts 
J .. u.ional Ot.r\.nse Uedihtlon BQ..rd c.nt "Wf!o;. subUizction COiiftitt.E~es 
weau st~rlurds or" b\d oe vau.blhsh..,d ttnd u 1411.Lsurv ot """'~ aubUtt.y 
11 bo:1Q6 broutflt to vu.rttcula.r 1nt..'ustr1.:.s . It is ""xpuc~.d. that eu:::b 
oo~hiti"u will b.., eout.tou~.od , "'xt .. ne:ud, ::nd r..ut1u inor"oatngly 
~rroottvo. 

I rucocnh u t..tu:.c. tii>J oblig~.ti on not to l;luV.k nn oxotta3ivll 
protlt l'rom th\l aoJf;..~nou •.rllhirg"'noy r 1.13ts ttith. •Jquol toro~o~ on lnbor 
ond o~ industry, ~d t hn t 4oth nust ~aowau ~huir r~apons1b111t1oa 
it W6 ur~ to Lvoid 1ntl~t1on. 

I else r•c0jr_.n1: ... t.bct. w.., :'I>.Y '"~poet c.bo whol(rth.erhd o.nd 
•olunt~ry eocpcrctloo or ll..bor only llt.'"n 1t bl.a b~t.n oaau.red. o roaaoo
oblto c.n4 tteblu itX::ODJ in tumt or thu ~hln&a Cl.o:loy wtll bu.y. end 
.. qual ro:nrniot or IOCriticu on tb~ port: ot e.ll ot:tw..ra Qo parUcipete 
in tbu a~r~v prasrua . Thio m~cns not cnly u r~aonublv etnbllizc
tion or prie~s and t hu coct or living but th~ ~rr~ct1•• texction or 
oxc113 profits aad purc~stna powur , ln thta wny olon~ con tbe tbtlon 
b~ prot~cted tram tb~ v•il oono~ugnc~a or u chootio atrugglu tor 
sotna which muot provu ul\h~r illusory or unjust, und wh1ch must l ead 
to thu d1sust~r of unchuok•~ inrlution. 

THS l!l1'l'3 !fJUSB, 
JUly 30, 1941. 
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TREASURY DEPARTMENT 

WASHINGTON 

.TulT JO , 1941 

Meaorud\1111 tor THB SBCRB'l'ARY 

The to11owint repor t is made ot requests r eceiYed 

tor "Any Bonds Today?" from the exper1aenta1 aa111ns ot 

10,000 oards: 

JulT 1 - 29 

July JO 

Total 

No. Requests 

1099 

24 

112) 

GRAVXS 

No. Copies 

6)69 

203 

6572 

30 

Regraded Unclassified



T REASURY DEPARTMENT 

WASHINGTON 

J\llJ' )0 1 1941 

The toll<Jring ""POrt u aade or Stamp e&lea at 

"Treaeur,y House•: 

Total 

i2l,050. l5 

996 . 90 

$22,047 .05 

31 
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mm suns SAVIIoe BCIID8 

Saleo 1a ~ ~N<\ with .JQM, 1941 
0.. Bub f1f Ioow Price 

l'1rot ~\7-f.,... ~iaeoa Doop 

(.r.e l-28, ~ l-29) 

(.t.Joounh 1a thouuda f1f doll&ro) 

CONFIDENTIAL 

Sal• 
Incraau or Deonue !-~ 

It• 
~~ .J ..... 

Seri11 :1 - Poet Qtfioeo • 47.385 • JS,lJ9 
Seri• :1 - Bub !7. 997 5!.723 

96,862 Serieo I - Total l~a:~ Serle• 7 - llt.Dlta 27. 530 
SeriH 0 - llt.Dlta 1'50. 6}6 177, 0?5 

!otal f.ll0, ~31 ~Ol11UZ 

Office f1f tha S.cratar-, f1f tha 'freulu7, 
Dirtlion f1f ~ ... ch u4 StaUeUce. 

ill .JUl.r Co!!p!l!d with .JUM 

AaOWit PIZ'OIIIt 

• 9,2116 
~ 

24.~ 
!!1,1 

311,520 39·' 
- J , llO - llo3 
-~ 14.9 

• 9, 020 .» 

Source: .All t1car• are daopoeito with tha ?.'reaaurer of the lllited Statee 
Oil accOIUlt f1f prooeeda f1f aalee f1f 'OI>ited Stateo s..u.c- BOilda. 

llote: l'1car• haTO b- I'Oall4ed to a ...... t tb.oaau4 ud vUl not 

neoeoearil;r a44 to totalo. 

32 
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• 

I Date 
All :&0114 Saloa 

!otal S.r1• J: Serio• 7 

'hi¥ 19111 • • • 1 9.505 2,3!7 ru 2 11,612 4,o66 
3 15,oll5 4,903 ali} 

5 22,900 9.589 2,4}7 

1 11,028 6,}15 472 
8 11,226 11,867 1,197 
9 16.a10 6,277 sso 

10 11,JO 6,018 605 
11 16,}11 S,~ 1,197 
12 12,6119 4, S6o 
111 1},435 7,154 1,o46 
15 10,~ 4,~14 602 
16 11, 5. 1 80S 

17 15 ,~ 6,213 1,1119 
11 12, 6,730 SJ6 

. 19 7.553 4,513 926 
21 14,1}6 7.1.05 1,015 

·22 12,191 J,820 1,208 

~~ 
14,677 5,018 1,208 
11,634 5.382 959 

25 10,589 ,,828 904 
26 ll,11l9 ,420 474 

28 ~:~ 
6,986 ~·~ 29 3.910 . 

!otal, ~10 437 $135,382 • 24 l!2o 

Dail'T 
On !aala or Iasua Prlco 

(In thoua&D4.a or 4o14ra) 

Poet O!fleo 
:Bond. Sal•• 

sort .. o Sori .. J: 

• 6,16o • 595 
6, 701 1,735 
9.299 2,077 

10,815 J,191 
4,2112 },90S 
5.162 1,}46 
t · 41J 2,229 

, SOil 2,459 
6,610 2,4o5 
7.347 1,672 
4,6}6 3.o6o 
4,72S 1,~ 
5. 6115 1,6 
1.930 1,~ 
4,SJ7 2, 
2,114 1,505 
6,016 J,o6o 
7,164 1,001 
S,l!51 1,514 
5.293 1,62J 
3.857 1,670 
6,256 1,303 

6,it 6 l ~·~ 
$150,636 • 47.385 

'l'otal 

• 8,910 
9,877 

12,969 
19,709 
7, 120 
9,S81 

14,}41 
8,912 

13,905 
11,017 
10,315 
S,625 

10, Jil9 
13,533 
10,}62 
6,o4S 

11,076 
11,191 
13,163 
10,011 
8,919 
9,846 

12:~~ 10. g 

l$263.052 

Offieo o1 tbo Socret&1'7 o1 tbo !r~U~UT, Dirtoloa. of Jleoeareh &D4 StaUoUca. 

:8aDk :Bond Saloa 

Sort• ll Ser1oo 7 Serl• 0 

• • • 6,16o 1,793 ~ 2,J31 6,701 
2,827 ali} 9.299 
6,397 2,437 10,575 
2,4o7 472 4, 2112 

~·522 1,197 5.162 
,o4s 880 t · lf1J 

}.559 605 , 11011 
6,09S 1,197 6,610 
2,S10 S6o 7.347 
4,693 1,o46 4,6}6 
3.296 602 4,728 
~·1196 80S 5.6115 
,414 1,1119 1.930 

4,6119 8}6 4,8}7 
},007 926 2,114 
4,o46 1,015 6,016 
2,819 1,208 7.164 
3.505 1,208 8,451 
~·159 ~ 

5.293 
,15S 3.857 

3,117 6,256 

~·~ ~·~ ~·~ 
• !7.997 • 24.112o n~;~~. 6~ 

Jlll'T JO, 1941. 

'SOIU'eol !1.1 tiC'>~"'• are 4epoo1ta with tho 'l'roaouror or tho United sutea "" accOWlt of proceo4a of aal• o1 

th1to4 Statoo So~ :BaDQ.a , 

lloto: '71C'U"'• baft - rOWidM to no&rMt thOliO&Dd. &D4 will not ,. •• , ... .n Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OFFICE COM MUNICATION 

DAT& JUlJ JO, 194l 

To 8eoretar.r Koraenthau 

SubJect: Airplane Del1Yer1ee to the Br1t1eh 

1. A total of 69 plane• ebippe4 h reporte4 1n the 
lateet etate .. nt reoe1Ye4. Exoept for the 4el1Yer.r of 20 
foaahawllte to the 11144le &aet, all the plan .. were llh1ppe4 to 
l~~&lan4. 

2. the 4el1nr.r of Curti .. foaab&wllte to the M144le 
laet 11 1n a fa1rlJ oone1etent flow . the follow1~~& _are the 
weekl7 ebipaente reporte4 1n the laet 11x weeke: 46, 50, 20, 
40, JO, 20. 
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- 2 - DiYlaion ot Monetary 
1\e .. aroh 

Airplane Shipaenta to the Britiah 
( rroa J'ebruaey 1 to July 27 by air 

January 11 to July 5 by aea) 

Table A. - Shipaente by Area 

To the United linadoa 

Light and aediua boabere 
aea'l)' boabera 
Na•al patrol bo~r• 
Purau1t 

Total t o United 11ngdoa 

To the lliddle hat 

Light and .. d1ua boabere 
Pur eu1t 

'rotal to lliddle het 

To the rar het 

Light and .. diua boabera 
Nual patrol boabera 
Purau1t 
'rra1nera 

Total to Far J:aat 

'l'otale 

Light and aed1ua boabere 
a •• .,. boaber• 
Nual patrol boabere 
Pureu1t 
'rra1nere 

Grand total 

Late at 
... 11: 

45 
0 
0 
~ 

0 
20 

0 
0 
0 
~ 

45 
0 
0 

24 
~ 

.9 

20 

0 

69 

Total 
!Wported 
To Date 

6o7 
.1 
72 

_u 

150 
lli. 

6 
9 

1.5 
...55 

763 
41 
Sl 

643 
...55 

737 

6Jl 

'215 

1.583 
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Table B. - 8h1p•ente b7 !Tpae 

Bell .Uraoobra (P- )9) 

Boeing B-17 

Breweter Buttalo 

Ooneol1dated Ca,al1na 
Liberator 

Cur t1ee Toaahawlt 

Douglae Boeton I 
Boeton II 
Boeton III 

Glenn llart1n llarTland 

Gru-.n llartlet II 

Looltheed Budeon I 
Budeon III 
Budeon IV 
Budeon V 

llorth Aller1oan Bar.ard II 

United Obeeapealte 

Grand Total - All !Tpae 

D1•1e1on or Xon•'&rJ 
Re .. aroh 

Total 
Late at Reported 
•••Jr. To Date 

• II 

0 21 

0 1.5 

0 Ill 
0 20 

20 1131 

0 1 
0 72 

111 107 

0 150 

0 9 

0 1 
0 57 
0 111 

27 )2. 

0 55 

_Q ..Jl 

69 1, 511) 

36 
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-.- D1Y1e1on ot 10aet&r7 
Reeearoh 

Table c. - Plane Del1nr1ee to the Br1t1eh b7 Week• 

L1pt llaYal 
Week and lle41ua Bea'I'J' Patrol 
ln4e4 Boabere Boabere Boabere Pureuu i'ra1nere i'otal 

reb. s • 22 ) 

lii 
Feb. li • )9 100 
Feb. 2 • )5 27 
Kar. 1 • 

ll 
5 25 )7 

KAJ' . s. l 10 29 
liar . li • 26 1 

'~ Kar. 2 • 17 2 22 
liar . 29 * 25 ) 18 ~ 
Apr. 

li : 
21 7 7) 101 

Apr. 21 2 2 27 ~ Apr. 1~ • 20 ) ~ 5 
Apr. 2 • 2) 2 ) 28 1~ .., ) . 61 1 2 15 27 .., 10 • lt 1 8 10 55 .., 17 • 13 7 19 100 .., 

2~ : 30 10 25 65 
June 28 i l 21 a June 8 • 

~l June li • 1 20 i June 2 • 28 • 52 
June 2Z • .5 1 50 ~ JulJ • 14 ~ 

20 
JulJ 13 • 

'1 
.a 8' JulJ 20 • 32 ___§; JulJ 27 • ~ - 2. -- -

763 .1 81 ~, 55 1,58) 

• i'he date ginn h tor eh1p•nte b7 air • 8h1p•nhb7 
eater etart three weue earlier. i'hat 11, the etateaent 
reporunc the llh1~nt ot plan•• b7 air tor the week end-
1n& JulJ 27 would Nport the eh1p•nt ot plan11 b7 water 
tor the "'k end1n& JulJ 5· 
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·~oa, D. 0. 

llt.h ret•,.....,• t o ov h lephoae ooD.,...•Uoa 

t odaT, oo........W.C t.he -t• of ~nolu4 z-a, I QOlo .. 

herewith t.hoo oriciDal aal ou OOP7 of U oplAlOD OD \1118 

Toure •lao-17, 

llr, llerlo Coohru, 
llooa 279. 1'1'-.ai'T liiL1141Dc. 

17. s. ~' of \he t're&eD:r:7. 
·~•• D,O. 
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DaTto Polk Vardwll Oe.ri\aer 6 :!!ood 
(Stotooe Jo~AC• 6 !uoooll) 

15 Bro&4 h .root 
low Tori< 

'1'U Honorable I.. II. Maocrecor, 
Auotrallan Oo~ornaont Tr&4e Co.-ioelon, 
630 Jiftb A~oDUO, 
Wow fork 01\7• 

Door S1ra 

.TulT 28, 1941 

llo UD4orotand tbat tbe State of ~o .. ol&lld bao out

otOD01DC "PPro-tel¥ $7, 200,000 priDcl:;>el ....,....,t ot Ho 

TvODtr-toar 1f. SlftkiJI& iW111. lxtorul I.oan Gold BoDdo dated 

October 1, 1921, 4u Oc:to'ber 1, 1941, Vo aloo UD4eroto!ld 

fro• rou tbat under tho iiDN>clal .AD'OOliOIIto (Co-Dwalth 

I.la'bllltr) Aot of t be Co-.Dwalth of Auotr ... ua, auontod to 

Knrch 12, 1932, the co ... oRwalth of Au.otrf'l.la oxpr•••l¥ ando~>o 

took to par froa tl .. to tt.o to t ho bon4holdero pr1Dc1pal aDd 

IDteroot of certain ota to obUg.tloDO ODd that MOD& web 

obUpUono wro tho Stato of Q)looDol&lld BoDdo a'Jon rofo.rrod 

~o. .b opinion 1D our ru .. dated April 12,, 1932, troa llouro. 

Bl.Aice 6 Blg:all, of l(olbouru, otatoo thl\t tho &foroaaid Aot• 

a.oncot otbaro, vao -opbold u nlld 1D 1932 by t ho Bid> Court 

of Allotra11a. Ve aoWM that thoro hl\o be"' no cht.D&o alllc:o 

thon In tho ton or coutrw>Uon of tho Aot ODd that UD4or tbe 

law of Auotralla t ho obl\«&tlon of tho Co-.uealth to tho bo...S.. 

43 
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holdoro otill continueo, 

You haYo aokod our opinion vbother ac oxc~ by 

tho Co,.,DYeelth of .Auotrelia of ito own boodo :!or the abon 

onotlol!ild StAtl of ~onollolld Boodo (ouch oxc~ to bo d1rect17 

w1th tha preoont boodbol doro) would coootHuto a •iol.atlon of tho 

United Stateo ~outrality Act of 1939• 

Tbl> nppli •nlllo provlr1on of tho lleutraU ty Act ot 1939 

io Section 7 (~1ABDoi~l Trononctiono) , which to&do ao follOVII 

•soc. 7• (a} 1hono•or the Preo1dont ob&ll 
hAYo iooued a proclamati on under the ~thorit7 ot 
oectiotl 1 (a}, 1t oMU therea.fter bo \ltll.wflll tor 
QDT parson v1 tbi10 the Un1 ted Stat eo to purchaoo, 
aell , or exehac&e bo3d,, aecuritlea, or other obll
eat iouo of tho co•erru.ont of any ot~to named in ouch 
proc~t\on, or of 1117 pollticel aubdlv1olon or any 
auoh ot•h, or of •LAY paraon acting for or on bobalt 
ot tbo ,.over~~~Mnt of 1117 auch at>.to, or political 
auodlrlo\ou t.heroof, latued after the c!Ato of oUtlh 
1/rocl.amation, or to l!lll<e ti>J' loan or ext end any credit 
(other than neceooa ry credlto accr~n& i10 con..oction 
vlth the tranoaloolo10 of telegraph, cablo, vlreleoo 
and telephone oorY!coo) to ant such goYorn&ent , po-
11t1cel oubdh1o1ol0, or poroon. 'l'ha i)J'>Yietou of 
thla ouboectlon oh&ll alto &::>PlY to the "'11 bJ any 
por•on vlthln the UIO!ted Statu to any paroon In & 

ot .. to llbllod In 1117 our.h proclamation of any .rt1cloo 
or Mterl"lo Uotod 110 a procta.ation roforrod to ln 
or houed UIOder tho authority of ooctlon 12 (i} , 

(b) Tho ~roYitiono of thlo o•otlon ohAll not 
appl7 to a reneVftl or ad,luot.,ent of ouoh indo'bttdl\eoo 
eo any exlot on tbe 4to.te of ouch procl"""'tlon. 

lc) Vbon~r oMl.l knov1~~gl7 rlol&to ""1 of the 
proY111ono ot t:11o ooct1on or of &101 ro,ulationo looued 
ta.-:-eiiUder o!IAU, upon conrlct1on thoroot, bo t1ae4 cot 
aoro th&IO $50, 000 or 111pr1oonod for not 110ro thNI !In 
;tears, or both, Should U.. dolat1o• be bJ a C0'70r
t1on, or~1J&t1on, or ... o~l~tioD , each oflic~r or 
41roctor theroof ptlrtlcl.,..ttng 1n the vtol&t1oA ohall 
bo lla'blo to tho ponaltJ heroin preocrl'bo4. 

4 1 

• 
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(d) Vbonovor eAT proclamat ion iooued UDder 
the euthor1t7 of ouotioa l (a) ohall bavo boon 
r evoked with roopeot to &QJ otato tho provioiono 
of t hh oeotlon ohall thereupon OO&a8 to opplT 
vith respect to ouch otato, except aa to ottonooo 
coai tte4 prior to ouch revocation , 1 

111 Proc~Uon Jo, 2344 ot tbe Prootdont ot the 

Cnttod Statu detod Sephabor 5, 1939, t he Preoident f-

there oxiotod a otato ot vu betvoon tho oo- onvoalth ot 

!uetralia &Dd Oer.&DT vhioh Proclaaation i o ot i ll in force 

oo that the exchaJico io prohibited UDdor tho proYioiono of 

oubooctton (a) of Section 1 '!UIJ.ooo t be propoood tll"&DI&CtioD 

can bo oxcl...Ud UDder t .ha omept1on proYided i n oubooctlon 

(b), ~to r~boootion (b) proYidoo that Section 1 ob.l! DOt 

appl.r to a •rouval or &d,!uoteent ot ouch illdobto4Aeoo1 ao 

71/J¥ exht on tho dato ot tho Proclamation. Vo underotallA 

tbat all t he St ato ot Qu.oonolADd Bolldo nov Olltot&Ddiac voro 

Ollht&DdiDC Oil Sept .. ber 5, 1939, 00 that tho oll4 q ... 1 t1011 

voalth ot .t.natralia bolldo tor tho Stato of Qlwonolalld BoD4o 

coaotltutoo a 1 r euval or &dJ.,..taent1 ot tho bolldod lDdobto"" 

uooo repreoentod b7 tbe Qu.IIDOlal>d :Bolldoo 

'tlhothlr or DOt tho propoood oxcll&Dc• vOIIld oonot1 tuto 

ouch a rolllval or ad,Juotaent i t the Co...anvoalth ot .t.nat ralla 

voro DOt 1holt obl1p.te4 upoa t he oxiotlac bondo ( oo that the 

omhance vould be the h._. of 111debte4Dtoo ot thl c- .... 

voalth 111 ·~ for oaDCollatioa of 1D4obto4Aeoo of tho 

45 
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1t ltoolt Ureotl7 obllphd to tho holdno of the ~•olaad 

llond.a ud t he now bolldo of the Co-n-Ub of .Luatralla would be 

h,...d dll'oot17 t o ouch holdero. 

w. are of the opllllon that IIIIOh oJZlhuce of c-a,..].th 

:Sando for ~•olaad Benda wbare tho Ooaon-lth h oJ.1'e&d7 l.l&blo 

to tho holdno of tho latter would oonoU tute a 11'cnal ol' &4Jo.ot

.. .,t• of tho la4ebtednooo l'qrooonted 'b7 t"- State ot "--olaad 

!olldo ud ..:htl.ac Septa'bll' 5, 1939, &114 h t h ... atol'O not Pl'O

hl'bltod 'b7 tho Pl'OTlolono ot tho lleutrallt7 .Lot ot 1939. 

11hlle \hel'e baa bem no eov\ deohlon eono\l'ulzlc oub-

oeotlon (b) of SocUon 7 of the Nwtrallt7 .Let of 1939, ov con-

elution 1t ,.. thl.nlt the -• ao that llldloated 'b7 tho thon .Ltto1'1117 

llenor&l of the ~tod Statoa 111 hit oplnlon dated 11&7 5, 19311, dla-

lziotlzlc lnda'btodnooo &0 thool teno IU'I U.Od ln tho 1J ohnOOil Aot 

(.Lpprond -';Fll 13, 19}11) •, 11bich aloe •-ph f l'oa lto FOYitlono 

a •r•owJ. 01' &<lJo;la-..t of exio\lzlc lnde'btednooo1 • !he pertlnont 

pub of thlo opinton u• ao follon: 

1 '(3). -t conatltutoo a uaowJ. of an oxiotl.ac 
orodl\t 1 

Tour 1~ adnaer hoo ooDOludad, la tho -ran
du tran.Uttod with 70UZ' letter of .t.prll ~. that: 

'It 'OI>uld oon that &n7 lnot~nt 'lblch would be 
lo,...d for the parpooo of replaaliiC tho nlMIIOo of &117 
oxiotl.ac lnd.abtednooo would oono\Uute a 1'111ew.l or an 
&<lJo;lo-..t ot an exiatl.ac ln4a'b\oaDooo, It ,..,. 'bond.a 
"" lo-' to ropl&oe old olloo, U '11011ld ... that 

4.6 
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ouch a tl'&llo&eUon would be pe,.lod"olo. A1J:1 aotr.-nt 
c1TIIl a •UetacUon or u:tllldoa of ..,. ollioUac ilo481tt
oclauo would, U 1o 'boliOTod, coM witb.ln th1o om~Uon. ' 

In c •oral, I eppron th1o otot .. .,.,, but obTioU.elT 
U will be a quooUon of tact in &&eh oaoo llhothor or not 
wbat 1o dono U011Ah 1n good t&lth to tho •re 1reu• l 
• • • ot olliotlac 1n4e'bteclaeoo. 1 

• • • • • • 
It 1o •41 wU&wfu.l, ao I han 1&14, 1\o purchaee 

or eell the bonde , oocur1t1oo, or other (etallar) obl1sa
t1ono ot &Jl1 foreign goTOrll8ellt • • • 1oouedattor t he 
pao-o ot th1o act, or to -.ke &aT lO&Il to eu.ch for elcn 
IOYirDMnt • • • e:rcept a rlllnal or a4,Ju.o-llt of olliat
illc 11ldebteclaeoo.' !be word ' reaeal 1 allde no defU!
Uoa b7 • - 1t 1o f reC{IlllntlT U.lld &lld ....-lllT Wldllr
otood in 'benlr1nc 'buoino11 &lld eo-rolal tl'&llaaoUono -
&lld tho word 1a cl.fuata1Dt ' • relatillc to &eCO'IIIlh or cla1ao, 
hao belll u.oed a our ototutu dDCo the forMUoa of the 
COTil"lllllllt. (See the ~t of S~t. 2, 178'), l Stat. &.;, 
&lld tho ~t of llo.rch 3, 1Sl7, 3 Stat . 366.) 

It 1o uoed, I tb!Dk, a tho allloe of co10proa1o1uc 
or dltoNlnlJll how 11110h 1o to be pa14, When &lld llhere, 
upon what ter.o &lld tho lUoe. Thu.o &ll aciJuotaent ot an 
enoUnc 1ndebteclaooo w1 thin the al&ll1Jll ot the act 1o 
&llT lawful arr&Cg~ ... nt eutorod into in good faith be
\YIIn tho debtor and t he cro41tor Which comproa1ou or 
dlteraineo t he a110unt t o be paid b7 the debtor to the 
cro41tor ud U -.y 1DClu41 other detolle of coJil)Oeltioll 
or eottl•011t. • 

opilllon ao heroa oet forth. 

Tor, trul.T TQVI , 

~TIS POLK al!DDLL OdlliiiD & BXED 

EOI.!ac T111J' 

4.? 
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I n rop17 rtfor to 
1L 84o.51 lro1on Oredlto/2735 

rho Secretery of St ott prooonto h1o coep11mento to 

t ho Honornb1o the Socret err of the !reoour,r and anc1ooeo 

o1x co:p1eo of a peraphraoo of toheroa llo, 318, dated 

.Tnl7 29, 1941. fro• t ho Amer1cen !abaoq at Clnm&l<int;, 

China, trenR1tUDt; a aooo~ fr,. l!r • .t., l!anno1 J'ox for 

tho So era tarT <1 the 'froaour,r. 

llnc1oouro: 

J'ro. Embao07, Chw>&killti• 
lio. 318, .T1>17 29, 1941. 
(Six copieo) 
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.t'IIOII: American :i:llba .. y, ChUDgkinc , Ohlna, Tia N.R. 

DATE: Jul y 29. 1941, S p.m. 

!10 . I }lS 

Tlli: JOX.I.OIIliG IS JROll JOX FOR 'rllll SEOliJlURt OJ 'l'l!ll 'l'lm&.SllRt. 

CO!Il'Im:li'TLU. 

Beeaua• of continual. air ra.ida, t be .. •-«•• in reprd to 

treeline are olcw in Al'riT1n&. J'ox azul t bo :Boarcl .... bandic:apped 111 

their oboervatio11o with r eopect to tho operationo ot treesinc order . 

Unclor •:r inotructlo11o. (') lo proooodlcc at nnco to Hong long. 

I woulcl llloe t o eond bil4 on to Sbongha1 unle .. tbo Deputment acl-

vioeo 110 ot a compelling roaoon tor hlo not &o lnc at tblo particular 

U10o. He hao boon instructed to ~~alc.e a report r ecularl y to .i'ox ot 

hie oboorfttlono in regarcl to the workiCC of tbo tro01ing orclero 

Plano of orpnhaUon are boice -cia b7 t bo Board . It h 

neceo0&1'7 that I staT in CbUDckinc. ( ' ) h r oturninc a t tho earlt-

eat opportunit7 poooible. Concer11 oTer t be troooing of ~Undo o! 

the Cbineoe GoTirnaent bao been ohown b7 Dr. lung. 

Fortwoatol:r, ~ocliatoly upon tho r ooolpt o! tho preoo releaoo 

ropor to in regarcl t o frooolng, I bacl a long conference with tbo 

Ulnlotor of rine.nco, At t hlo contorenoo, 1 otatocl that, althoncb 
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I 414 not ban e;q dotfilli\o Worauo,., I coul4 ao....-o h1a \bat tbe 

Oonruont wcul 4 "ot be b&l>41caJI'Pe4 b7 tho tnoo1DC or4er, Dlll'iiiC 

tho ooo.torenco it •• ertclant tb&t tho 111n1otor tor lorolgn Utal.ro 

an4 Dr. III.Dg ba4 41ocuooo4 thio oubJoot , In orclar tbat tho a111Wl4er

otan41nc aigbt bo ol..,..o4 up, IC, P. Chon 1o oooinc tho J'oroign 

111n1otor. 

Sbcul4 it bo to=4 nocoaoar;r, would it be poooiblo tor tho 

Drpartaont to oen4 coapetont oboornro m o aro !aaUiar with trees1q 

operatloDO oo tbat tho7 coal4 b e ataUcno4 1n ,..,.,._1 &~>4 Hone Ioncf 

.l.t t in o' clock on le4noocla7, I aa to ••t with O...Oral Ch1.uc· 

a.t.USS 

COP711C 7/}1/41 
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Stcrctcry of Statc , 

1'/ashington. 

976, Thirtieth. 

Follo~ing f~~ Chcfoo , 

PLAIN 

ShanghAi via N. R. 

D~ttd Jul y 30, 1941 

Rcc •d , 4: 01 a .m,,31st 

"Tvttnt;;-n1nth . ilo buunc &3 operations possible 

with frcezing of British and American assets. 

ChinesE and foreign firma unable to obtain Ftdtrol 

Reserve currEncy pEnding morE definite information 

about control policy. Roberta" . 

Sent to the Department . Repented to Chungking, 

Peiping. Copy to Tokyo by air mail . 

LOCKHART. 

NK 
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KD 

secretory of State , 

Washington. 

!'LAIN 

Shnnghai via N, R. 

Dated July 30, 1941 

Rtc 1d , 4:20 a ,m, , 3lst 

981 , Thirtieth (SECTION ONE) 

52 

Reference my 963, Twenty-ninth quoting notification 

issued by the Japanese Consul General regarding trans

actions undertaken oy Jnpnntae with foreign nationals. 

Following is Donti trnnalntion of full text of 

notices No . 19 , 20 nnd 21 1osutd by Japanese Consul 

General: 

"Japo.ncsc Consul Gtnero.l noticE No . 19, 

One . ThE o.cquiremcnt or disposal of the following, 

by those parties hereby prescribed by the Japanese 

Consul General , or by those who transact on behalf of 

such parties, shall be required to obtain the per

mission or the Japanese Consul General. (A) . Sights 

regard immovablE property; (B) . Entcrrisc~ , . business 

and funds usabl e in enterprises or business; (C) . 

Securities val ut d at morE than yen twenty; (D) . Forei gn 

and domestic exchange; ond ( E) Japanese mil itary notes 

or their equivalent in Chincsc currency amounting to 

mort than ym rive hundred monthly. (Amounts of more 

than 
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- 2- #981, Thirtieth ( S£CTION ONE) , from Slulngluli. 

than yen fivE hundrEd per household, including postal 

r,!onc:r orders which may bt used o.a a mccms of payment 

in Chi.:'la) ; (F) . For Eign currcncit a other than tho sc 

mentioned in (E) ; (G). Movo.blt propErties other than 

those mntiontd in (C) and (F) and amounting to mort 

than yen onE hundred. 

"Two. ThE following, by parties prescribed by 

t he JapanesE Consul Central or by others who transact 

for those prescribed by tht Japcntst Consul General , 

nho.ll requirE the permission of the JapanesE Consul 

General , except i ng those eases wherein permission al

ready ho.s been obtained in accordance with regulations 

act forth in the preceding Article One . 

LOCKHART . 

NK 
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SEcrttr.ry of Strtt, 

Wesh1ngt on , 

PLAIN 

Shr.n5hni vic N, R, 

Drttd July 30, 1941 

REc 1d 4:25 n.m . , 31st 

981, Thirtieth, (SECTION TWO). 

A, To MtkE or recover c loon; B. To contr ect 

or rtturn e d ebt; c . To moke cr withdrrw c conEtcry 

dq>osit; D. To ccctpt or to pry n aonEtr.ry dtposit; 

E. To b r.lcnct credit end dEbts ; F , To underwrite or 

ccc tpt n dtbt; o . To ccquirt or d ispos e of credits or 

dEbts not mtnt i ontd in thE prEcEdins subortielE o,. 

"Thrte , The tollow1ng, by pnrt iEs prEscribed by 

thE Jcponest Consul GenErt l , or by others who trrnsrc t 

tor thosE prtscr1bEd by thE Jnpc.ncat Consul Grntre l , 

nnd r Egcrd1ng prosptrity mcnti ontd i n crtielts One, 

auborti clts h c E F G, sNll requirE the ptn:i ssion or 

tht Jrpnnes t Consul Grntrrl , uccpt in thosE ccsEs 

whErt1n pErmiss i on rl r Ecdy hca btEn obtr intd in co• 

cordcnet with rtgulr tions att f orth in t hE prtctd1ng 

o.rticlt Ont end Two. A. To mt k t or r.cctpt r dtpos1 t; 

B. To rcctpt thE return of r c Eposit; c. To return 

e:n:y 
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-2- 981, July 30, 4:25 c .• m. , from Shcngbci 

c.ny ccccpttd deposit; D. Ltnd i ng or borrowing for use; 

£, Lending or hiring; E• LENDING OR HIRING; F , Lending 

or bo rrowing for consumption; G, SublEtting o r sub

leC> s1l\6 . 

"Four , The provis i ons ot rrticlte one two end 

three shell no t bt r.ppliceblt to thE f ollowing ccscs : 

A, Rcct1ving of pnymcnt e a public t r.xcs or rntts; 8 . 

RecEiving of s olrries, c.llowcncto , or tht lik£ by ro

ployEEs or c thtr work era of tho at who hltvt btrn prt

soribtd by the Jr.pcntsc Consul Gtntrlll , 

11 Th£ rbov£ is s o notified: by Tntcki Horiuchi 

J cpnntse Consul Gentrr.l in Shl'nghC' i July 28, 1941 , " 

LOCKHI.RT 

B'lll 

.. 
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Secretnry of Str tc, 

Wnshington . 

PIJ,IN 

Shcnghei vie N. R~ 

D~ ted July 30, 1941 

Rec'd 7:30 a . ~ . , 31st 

981, thirtieth,(section t hree) 

Jcpt.ntst Consul Gener~la nunbr:r twenty wc rn 

0 1n rtlrtion to notice 111.1r1bcr n1ncter:n ' control of 

trnnsnctions by J npcnese with forign nrtionr.l s' 

doted July 28, 1941 , the f ol l owing ia prescribed: 

"United Stntes nnticnclo, including c i tizens of 

Uni ted St~tes territories ond the Philippine Conoon

wcolth, United St~tes corpor~tiono , United States 

controlled corporntions rnd residents in t erritories 

of the United StctES o 

ThE cbovE is so notified by Tt ttki Soriuch1 

J r pcncsc Consul Gr:ncrrl 1n Sbnngbci July 28, 1941. 

JnponcsE Consul GmErrla notice nuober twenty

one supplement nnd '""'endmtnt to notice nucbcr twenty 

July 28, 1941 . 

One. A. United Stotts of hntri cc . 

B. All territoriES nnd possessions of the 

United Stotts of i.mericr . c 
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-2- 981, July 30, 7:30 c .m., tram Shcnghni 

c. PhilippinE Coanonwrclth, 

D. CnnrdC'- • . 

E. ThE UnitEd Ki ngdom of Grcrt Bri trin ~nd 

Northcrn IrEland, 

Tv1o , A. /Ill dEsignr ted countriEs and thEir ~.dr.lin

htrntivE districts or thosE undtr thE slmilr.r ct.tEgory . 

B. LEgcl. pErsons otht.r thc.n thosE in thE 

eountrits dEs ignr tEd 1n h . 

C, LEga l . Actunlly c~ing undtr noticE B, 

D. Branch of f ices nnd othtr officEs of lt-

gnl persons l ocotEd in the deoisnc.ted countriEs. 

(Notict: this rule rppl iEa only to lEgnl pErsons 

othtr then tht dEsignc.ttd countriEs or to thosE ownEd 

by thE dtsignvtEd countriEs . .l.nd) 

E, PErsons holding oitiztnship of dEsignctEd 

countriEs ond thosE wh• hrVE their dooicile i n thE dEsig-

nnttd countriEs , 
, . f 

-· 
. . .. 
' -- [ 

End c f nEss~gE • Stnt t o tht DEprrtMEnt. RrpEr ttd 

to Chungking, PE1ping. By tirmn11 to Tokyo, 

LOCKJU.RT 

RR 
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Secretary or State, 

Washingtofi. 

RUSH 

1130, July 30, 9 p . m. 

~ 

Tokyo 

Dated July 30, 1941 

Reo 1 d 9:30 a , m, 

The chief or the Foreign Exchange Bureau or the 

Minis try or Finance advised a member or my starr that 

the Japanese Government has made no provision for ex

tending any special banki ng privi leges to this Embassy 

or American Consulates i n Japan for of f i c ial or per

sonal money requirements. He stated that the Japanese 

Government would extend preoiaely the same treatment 

t o the American Embassy and Conaulatee and their per

sonnel that the American Government is extending or 

ia prepared to Extend t o the Japanese Embassy and Con

aulates and their personnel in the United States, but 

that no information with rpgard to the latter point has 

as yet bc~n received. 

I would appreci ate the Department sending me ur

gently information regarding the treatment or Japanese 

officials 
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otf1c1 nls and the1r accounts 1n the Un1ted States. 

He also stated that a Ganer ol 11cense 1s to be 

gr anted the Nat1onal C1ty Bank of New York on July 31 . 

Sent to the Depar tc ent only , 

WSB 
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In rop11 rotor \o 
1.1. 

tho Soort\&:7 of 8\ato pro oODto hio co~1t.oato \o tho 

Bonorab1o tha Secnt&Z7 of tho !roaoU17 aA4 oaoloooo ou 

ooploo of a parwphraoo of tolocru lo. 963, 4ato4 Jul.T 30, 

1941, froa tho .AMrlcaD Jll'baoq at lllo u laDolro , Bru11, 

h ropri to a roqoeat .mich \ho Director of 'lzc"•np of 

tho 1laDk of Brasil hoo rocoiftd froa tho Toloo~ llpoclo 

llul<, hololoa of .mich .... t bo ..U toaorrow. 

bcloov.rot 

Jroa •'baoq, lllo do JaDOiro, 
lo. 963, Jul.T 30, 1941. 
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rROih Aloorioan Alol'bau;r, Rio do J&Deiro, :Bresil 

llU'l11 July JO, 1941, l p,,., 

NO. I 963 

'l'b.e Direotor of E:rch&Dp of the kz>lt of Brasil b.as aoloed 

11bother the Departaent b.ao &11;7 obJocUon to t h o following requ .. t 

11bich ho b.aa reeei nd fro" t he Toii:Dhua Spaoie llaDit, and on 11111ch 

ha auot decide t oaorrow. 

'l'b.o roquoot of the Toii:Dhua Specie kz>lt concerno tho Ucpido

U on of tho Japaneoo dollar cre41h with t b.o lleDk of :&redll 

1. 'l'ranater $1,000,000 to :Banco da ProYiDcia, l!wlnoo J.iru: 

2. 'l'ranator $1,000,000 to tb.e :Banco 4e Chile in S..Uago: 

3. $815,000 ohould be allocat ed tor pa)'IIODt of drat to of tho 

Yoii:Dhua Spooio :BaDII: on llew York 'banko tor pro~oh of :Bradl 11bich 

b.a1'0 alraa4;r l>MD ohipped to Japan and tor 11bicb. o~ b.aa ,.., 

cloaecl; 

4. $3(10,000 obould be allocated t o cuarant .. pelMI>t of thirt;r 

percent of otlleial •=buc• 11bich Japano .. intoruto o" to the 

:Bank ot :Brasil: 

5. 'l'b.e bal&DCa ot $1,~,000 ohould bo purohaood b;r tho kz>l< 

of :Brasil which ob.ould cro41 t tho ailroh procoodo tor :BredUan 

produoto t o be ohippod to Japan in tb.~ tuture. 'l'ha Direct or of 

:t=b.ang• •:r• tb.at tb.o Japano.. dollar bal&DCoo would be tull;r 

Uqu14ato4 b;r tb.o .. operaUono. 

ilfi'LIP.U: 

Cop;rl}& 7/31{41 
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Secretary ot State, 

ltaah1ngton, 

971, July 30, 5 p. m. 

G~ 

Rio de Janeiro 

Dated July 30, 1941 

Reo'd, 2: 45 p, m, 

D. Duarte Atalaya, Portuguese oiti~en , Di rect or 

ot Copaoabana Palaoe Caeino here, has f 30,000 on 

deposit in Chemi cal Bank and Trust Company, New York, 

tor payment ot contr act with Eddi e Duch1ns orchestra 

tor 10 weeka at f 3 , 000 weekl y. The bank haa i nformed 

him t he tund is blocked by execut ive order 8785, 

He haa already gi ven Duoh1n tour ohecka or $3,000 

eaoh, 

Duarte i a well regarded and i a fri endly to t he 

Uni ted States, I recommend releaae or tund, STCOR 

JRL 
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!01 Aael'loaa Kalluq, P.-&, P•••a. 

DA'n:l lv.l.T 30, 184.1, ' p,e, 

10,1 181 
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!lw authorlUu of , ..... llaT lie laton.a tha1i ~ 

Departaoat of IStato vUl no t 1aurpo .. ol1Joet1oa. .,. 

obotael1o to the Panoe•ataa O.Tiraatat'• reqU1o1t1oD1ac of 

~ IpSa Ill•• ITIA \houp t b1 1 ab1p 1a DOW 1D a pen of 

~ Ua1 t14 llatllo 

!lie DlpartMat reo-at. ~ f.Uov1q pi'OooGN 

ao roc&Mo tho Q111oUoa of '*"thu the Ull1U4 §tatoo wo'll& 

ron4or ao011tae11 to r ..... 1a roo1oUna aD7 ola1eo lllllok 

al&bt b1 aad1 'booau1o of ~ roqll1o1Uon1n& of tu 

.1ta1a Mtltgl 

flrot) !lwt tho ,..,. .. , of a fa1r o•poao~ 
Uon aeoa.pa~~T tho N QU101Uon1ac, 

ooooa4) ftlat tho Qon..-at of , ..... ooator 
vlth ~ Ua1te4 ltdoo 0.TOIWIOOt to 4oUJW1-
'IIIbat tho .-wat of tb11 .-poaoaUoa lhoul4 H. 

tb1N) ftlat tU Un1te4 ltaho Clenr-•t pUl'
ollaao \U oklp, 1f \bO J>a•eeat aa 0.TII'8llll\ 
eo 41011'01, a84 tht.t U 'bo all owo4 to roea1a 
tor tho preooat Uea 1111411' Pa•-·ataa I'OC11t17, 
aa4 t hat , ..... 'bo re1elliltrae4 for all IXpiDiol 
iaol&aat to tu n•111a1Uoa1aa, noll. o:q,onou 
hartnc prortouol7 boon 4otol'll1.-.. 

Aonl'allool han 'booa llTID b7 tu llar1t1eo OOIIII1u1oa 

that u vlll 11n uo full -poraUoa la eoouns aD7 P"

bleeo 'lll'oucll.t about b7 th11 aoUoa, 

Ia ooaaeouoa 
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c 
o JSI'Ali!IIEII'f or s'I'J.D 

p I'.LSl!INGTOII 
T 

lo ropl,y rotor to JD],y 30, 1941. 
iA 840.61 rroson Crodita/2703 

The Socret&rJ of State proaonta hia coapl1aonta to 

tho Hooorabla the Secretar,r or the !reaaury and ooclooea 

eix cop1aa of a puapb.rMo or tolocroa Jo. 90, dated JD],y 

28, 1941, froa tho .t..er1caJ> Conaul&to General at Batarla, 

Ja..a, concorni.D« tho fre011n« of Jape.Mao aaaota 1v tho 

OoYOrDJDent of tho !lotherlaJ>do Indloa. 

lnoloauro• 

J'roa Conaul&te General, 
BataYia, lfo. 90, Jul¥ 28, 
1941. (Six cop1ea.) 
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P.t.nPIIIIASi 01 !IUGIWI RIOJ:Ift'D 

lllCIII J..Dorlcan Conoulat• Guor&l, llatada, Jan 

lll'l'll: JulT 28, 1941, 2 p.a. 

NO. 1 90 

1 . The Gofti'1Uilont of tho Nothorlao~U lftdloo, attor 

ro.a1Dlng ln cootoroneo all c1.v yoott~ and nearly all 

laet ni~t. reached a deelolon wltb rocard to the freo•lns 

ot aooott owned 111 tho Japaoooo. Van Jroolc oent for .. and 

P'" .. the folloriac lotor.atlon ao ooon ao tblo dochion 

bad boon reacho4.. 

2. .t.ll foreicu exc:baDce tranoacUolll between Japan 

and tho Notherlao~U Indieo are ouopondod toa!)Orarily, 

becinninc to~. 

3. Exporte of everythinc from the Notherlande Indieo 

to t ho followinc coUDtrioo are oubJoct to opecial peraito: 

(l) Indochina; (2) tho Japaoooo lap1r•l (3) Wancbukuo Obtna. 

t, ~nt to and receipt of 100Qa7 fro• Japanese 

oubJoctt cannot be ~ IV' tho llanka UDlooo thO)' ba.,. 

opocial peraito troa tho Director of leoD02ic .t.tfairo to 

pertora auch aen ic••• 

5. lloney and goode traffic with Japan are troa•D ao 

a rooult of thooe JDOaoureo. 'l'bio 1o not intended to place 

~ obotacleo ln tho wey of domootic operation• of Japonooo 

oODcUno 1D the lle thorlando In41eo, accordlac to Van !look. 

6. I waa then lotoraed 111 Van Rook that tho ,.... 

export .. otricUou pr~tod li:T tho Oo.o..-nt of Japon 
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oo Ju)T ? , 1941 "*""'d llrpor to froa Japm> practie&l)T to 

ooaoo ey JulJ' .20 eTen thouch tho llttberlan4o burera in 

Japm> wert roquirod to t alm doli,..ry of and 'PC'J' for the 

coodt when delivery . .. lll&do i n Ja])all to tho warohouoeo. 

!hen the Je.pe.neee Go•eru ent retueed to ,;rant export 

pel'lllito . However, they offered to 'bW back ouch goode a t 

o1pt7 percent of tho price which bad been paid for thea; 

payaoot would be ..,de on4' 1n 70n tbon. 

In vtow of Japan' • actlono In thlt roopect {deocribed 

aboot ) t bio Goveraoeot, prior to JulJ' 26, t ook otepo to 

onouro that t be Japanooo p114or b&lancoo in thio country 

bo retained oo that they aicbt bo uoed to counter balance 

lo•••• of Netherland• in Japan ~ WortoTtr, the agreement 

between the Yokobaa& Spocie :Bank and the Java :Bank bao beoo 

euapen4ed: ,-en quotation• can 110 loac•r be ude. 

!bo Jore icn Ixcbaoc• Cootrol Office io at prooeot 

bold!~ about ai&htooo a1111on Not berlan4o lodieo coUdero 

which roprooeot the favorable tra4o balance of Japon. 

Prlfttt bank acc.ounta azul 1nTeetMcta are not included la. 

thlo &IIOUDt, 

!bit •••ace wao ropaatocl t o 'lok7o. 

!bit it t he eocl of tho -••ace· 
JW1'J: 

V.1P.UC 

840. 51 Jrooon Crodito/2703 

Cow: bJ : 7-31~ 
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1-ITIIH UIIAIIY, 

WAI HINCTON, D.C. 

PE RSONAL AND 
SECRET July 30th, 1941 

The !!onoarable 

Dear l.!r . secretary, 

I enclose herein tor your 

P"rsons.l a nd secret information a 

copy ot ~A l a test report received 

tro~ London on the military situation. 

Believe me , 

Dear !~ . Secretary, 

Very s incerely yrurs, 

Re:'lr;- l•lor 0 enthau, Jr. , 

United Stat es Treasury, 

llo.sh1ngton, D. C • 

• 
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oomllm.lL 

NlLIW!Y nrr:u.LICIIIIOI DIVISIOII 
lWt 1111' .llU'KIII'.r 

Ve.ahl.ncton, .llll:r 30, 1941. 

'ml!r.UI'n LtSSOIIS :BtJLI.HII 
llo. 138 

o..a/m?-235 

Tho information eonta1Do4 in thio oerieo of bul1ot1na 
v111 be reotricted to iteoe from ctficiel oourceo vhioh are 
reaaonabl)' confirmed. The 1eaeone nooeua.rily are tentat1 ve 
and in no ••n•• u.ture etudiea. 

Thio document h boiDg given an approYed dhtribution, 
and no addi t1onel copi oo are available in tho IIlli tar1 Intel
ligence Div111cn. For prov111ono gonrninc ito reproduction 
aoa Letter 'V.G 350, 05 (9-19-40) !l-B41. 

Theoo notot are baaed upon information coopi1o4 b7 tho 
:Sri tiah War Office i n March, 1941. 

l, OliaoUIIU'liOII 

a. OtMrtl 
b . Tht Ohpig.ol Rtgyent 
o. Tht OHQ Miu4 Ohpmistl Grgup 

a. Qtpsel 
b. Ptftnat lguipppnt 

oomnmw. 
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QQlllllllll'l'U.L 

1. ORQ,\VIW'IOI 

a, Qeaeral 

It cuat be realhed tbat in 1:1&D7 brancheo of tho Italian 

~, t heory and praot1co are far apBrt, and in no eaoo ia thlo 

more apparent than in the org&n1sat1on of chemical troops. Tho 

organhatlon eet out below io lar&el7 baaed on theory, ao rn·ealed 

in Italian military publication• and in r eporto recently received, 

but it mar bo found that tho fUll theoretical oetabliohment bae not 

been reached. 

Chemical warfare in all ito forma ie tho reepenoibility of 

the J.l111 tary Checical Service, vhloh oorveo tho Navy and the .lir 

Jorco, ao well ao the Ar:7. Ito org&nication io ao followo: 

(1) A directorate at tho Miniotry of War; 

(2) A chemical ro&lmant; 
(3) !xperinontal contort; 
(4) Ol!q, liixed Chemical Group. 

b. 'lha OM!isal RoWopt 

The chemical reeimont, comcandod in peace bT a colonel, 

conoioted of the follovin&: 

Headquarter a; 
One chemical battalion composed of three chemical compani eo; 

One mixed battalion COIIIPOted of 

'rvo chelllical companioo, 
One collp&DT ot cadet cocplcoont otficero, 

One compat>;Y ot 1100 pupilo; 

One tlu>e-throvin& battalion cocpooed of tvo cocpanieo; 

One depot. 

Since 1938 , the checical re«!ment baa aoiiU.!Jed the tunc tiona 

ot a central tral.nin& ochool for chemical troopo. In vv. the 

regiment , or parto ot it, would r>robably operate ao Ol!q, or &l'1Q' 

troopo, and it mis!tt provide the OK~ ' Nebu'* Chemical Battalion. 

• Tho alsnitic&rlOI of the term "'lebu1 1o not clear. .~.yp&rently 1t 1o 

uoed to deaoribo a light ti!'\Uik earryiJlg ta• equipment; but Judc1nc 

fran tho tJpea of caoee and oquipooent with which tho 1Uobu1 battalion 

1a iooued, 1t ae .. a unaafe to aaiNIIIe that the word it an abbrerleUon 

of Nebbiogena, or in atJ;Y other va7 ia particularly connected vlth 

amolte • 2:::2 
oomgpaw. 

- 2-
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e: Thi ()IIQ M1%ecl Chfaical. Group 

l'llnetloDJI of t he ~Mixed Choal.eal Group are not clear. 
It probably contain• a 01lebu1 'battalion &lid chome&l and fi&~ae
throving 'battalion• &nd mortar groupe. Ito t heoretical var tim& 
organis~tion may 'be as follovo: 

(1) 

(2) 
(3) 
(4) 
(5) 

Headquarter• at GHQ. - in theory there abouid 'be one 
mixed chemical sroup tor tbe OHQ. on every front: 

1Ne'bu1 chemical 'battalion; 
Headquarters chemical battalion: 
Headquarters fiame-tbroving 'battalion; 
Haadquartera mortar sroup. 

Tho 1 llobu1 bat talion dooo not eppear to bavo existed in 
paaco. but 1t may 'bo foroed in war from tbo chemical regiDont. T!:o 
battalion conoiato of tvo boa'r)' eoap&niea aad one light eo~. 
Tbo hoa'r)' companies bavo tbo following atoclct of ebODie&l varfare 

~onte: 

20 tor:u1 of chloropicrin: 
4 tons of D.A. - dipboeyloblorartine: 
6 tons of C.il. - tear &U: 

12! tone of li.A. - pheeyldielllorareino, a IDixed 'blister 
gao and toxic saoke. 

rho remainder of the equipment conaiota of: 

Tecbnie&l equipment and protootivo olotbiDG for handling g~~ooot: 
32 oot s of epreyiD& appara tua for producing cloud; 
16 aots of spreyill4! apparatUJI for UJOe in light truclca; 
llotoorologie&l e<rUpment. 

The lisbt compaey baa tho follov11J4: atoclc of generators: 

3 tone of 2 kilogram D, .t.. conore.tora; 
l ton of 5 kilogr811 D.A. cenoratora: 
3 tone of 2 ldlogr811 t ear caa cenoratora: 
l ton of 5 k:Uogreo tear pe conoratora. 

'rba flmction of tbla battalion could 'be either tbat of an 
offonaivo unit under GHQ. coi!IID&nd, or tbD.t of a der>Ot for 1aau1D& 
and charging cbaiDical veapono. Since neit her ouotard nor levioito 
1e ioauod to the unit. t ba battalion ' • ueo aa a depot oeem l eao 
probable, and tbo spreying epparatue of the boa'r)' oo:apaniea oupport 
tbo viov that it io an offensive unit. 

'rho chemical battalion, nam ... throwillll 'bo.tt&lion, and mortar 
sroup form part of tbo mixed chemical szooup aad have t:>oir hoaer 
quartort at G~ The ebemie&l and n-tbrovin& battalions provide 

oggxpprrw, 
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coapaniee, 8114 t he 1110rtar sroup prort4ee batteriu, on a ecale of 
one !or each - corps. Vhoreu in paoeo eaoh &relY corps :poo
oeoaed a al..xo4 choaieal CO&p&DJ OOIIpOoocl of chaai cal, uoke, 1110rtar, 
and tlaae-throvin& oectiono, in var -.ch corpo pououeo one 
chemical coapo.ey, one flaae-throwin& COIIIp&D7, 811d one mor tar 
battoey, Pretllllably, thoao IIAite can be au~lotto4 to dirtoione 

. aa required. 

'l'he corp• chemicll,l ooapany ~ ha'fo tvo platoons: it i o 
iaeuod smoke apparatue and etoroo for contamination and docontaa1na
t1on. 'l'ho follovin& are tho chief 1t8l3 of ito oquipcwu>t: 

6 tono of B.S. - 11110tar4 &a• - in 4runo; 
6 tono of bleach; 
9 tono of amoke 11qu14 - probably C.S • .I.. - chloraulphonio 

aci4; 
200 chemical mines f1llo4 with muatar4 &&1; 

.l.pparatue for opr~1n& omcke 11qu14, muotar4 &&• , a.n4 bleach 
from truclto; 

1,000 tvo-kilogram amoke sonaratoro. 

Tho corp a fla:>e-throwin& coapany hoo throe platoon.e, -.ch 
eonehtill6 of three oquadrona of ol..x oect1ono each. ~e are tvo 
oquipmonta - knapsack flame t hrovoro, mo4el 35 - per ooct1on, or 
108 per coapany. Four tona of liquid are carried in the coiiiJ)8D7, 
a ou!f1ciont ouppl:r to ref111 each flame throvor t hroe times. 

!l'ho corpe mortar battery, which ~ hen four 81-mm, 
mcrtaro, carries ten aoto of protocti'fO clothil\4, ..,4 200 round& 
of chemical and 50 round& of or4inary am:Nnit1on for eaoh 1110rtar. 

Tho .l.lp1no d1rto1onal chODical coiiiJ)8D7 - ono platoon in 
peace - hoo four platoono with a total otron&th of fhe officoro, 
olo'foD NCO'• and 212 men. It oarrioa l l t tona of B.S. an4 900 
chemical minoe, a larger otook than tho chemical company ordinarily 
hal. Ito t r..,eport conaiete of four care and t~<enty trucka. 

laoh of tho throe fut-mortng - Coleri - 4irt11ono hal 

one chemical platoon in peace time. It 18 not knovn vhothor or not 
ad41 tional chuical plato one are aaaigned. in tho var tiaa or&anhation, 

'l'hoao are all of tho offollli n pa IIAi to thought to mot 
in tho I tali..,~' thouch thoro are ole> anti&&• ..,4 4ocontamiJ>a,-
t1on un1 to, ..,4 omolto ecreen companiee. 

2. m tMBP 
.1. report recently rocei'fod confirm• information eoncerniD& 

tho uae of pa b7 tho l talt...e i n tho .l.byui nian Var. It etatee 

-·-
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comnmw 

that the only 1!11'1 uud b:y the &rlll7 waa D.A. in 105-mm. artiller:y 

ahalla, &D4 that the etfech vera above ezpeotetiono. It alao aa:yo 

that 4 ,336 auaterd p.a bo11ba end 540 D. A. bollba vera dropped b7 
aircraft, but it doea not mention the uaa of epra:y from aircraft, 

which verifiea advioea from another aource that thie form of 

attack ,... not uaed at all . 

An undated report, evidentl:y attar 1937, atetea that the 

production oapacit:y for war aaaeo in Ital:y had then oonaiderabl:y 

1noreaaed. At that tiDe the dail:y production of ~~uatard had been 

rahed tro:1 throe to 18 tone d&il:y, of chloro\)icr1n froa ••ro to 

at leaot four tone, of D. A. from l' tono to ~ tone of a purer 

product, and of eaoka produoill€ liquid from throe to about 20 tone. 

Aa thaoe quantitioa are within limite aet out 1n a recant reliable 

llritioh report on Italian ca,pacit:y for production of w.r chulcala, 

there h no reaaon to doubt their accurac:y. 

A further report otetea that in november, 1937, ordera 

vera a1ven dlrectinc the forsation of a che:al.cal varfare depot for 

Lib:ya. The depot, which wa• to be in two oeotiona, one at Tripoli 

and the other at llonl!hazi, wa• to bo provided vi th tho followinc 

material a: 

50 tone of :ou.otard p.o cd.xture; 
25,000 amall bombo filled with watard 81'•; 
25,000 double bomba filled with D,A,; 

A quanti t:y of art1ll6r:y ahell filled with IIUOtard au 
and D,A, . 

It baa been reported that 25 drume of auaterd p.s, approxi~ 

matal:y fin tone , vero d1oco,..rod in recentl:y dug cane at Bard1a. 

Samploo from thia batch have been anal7Sed and found to conoiat 

of nr:y good qualit:y watard p.o, 11ith a melting point of 13.150C. 

Tho caa waa probabl:y made by the thlodiglycol procaaa and diatillad 

before ator86e. It bad obviouol:y not been otored for long 1n 

Lib:ya, and there can be no doubt that it io a r...,..,t frOll the 

Abyaainian campaian. 

Since the total quantity diacoverod at Bard1a vu too 

&mall to •ucceot offenaive cheaical warfare 1ntent1cno, it,.... 

thouaht that that cache had been intended "orely for reaaarch and 

exper1Dental purpoau. However, the capture or a further and 

cona1derably larger dul:lp of chenical warfare material at BenlD&, 

naar Bengbad, baa aoaowhat altered thio ide&. The dwop there 

contained the following: 

96 druu of bliater p.a, probabl:y IIUOtard p.o; 
36 -.pt:y druma, which bad contained bliator p.a; 

93 druu of chloreulpbonic acid, or DOII:e liquid; 

QQiliiJIMTW. 
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100 drum• of liquid, probably a na:oe-thrower d.xture: 
3,030 laehrrm&tory generatoro: 

165 toxic emoke senaratoro. 

A graat ma1 ¥ druma of blhter p.a bad bean dwooed i.n l!OlJ&bad 
harbor, and ;::aa ohll 611d gao bombo bad been otored outaide the citr. 
From 100 to 200 o•. tho druma bave alre&dr boon looatod, but tho ohollo 
6114 bombe are be)leved to have been ehipped away. 

'l'hase quanti tieo are far greater than vould be required for 
experimental purpoaoe, 611d it 1o probable that fUrther atocko vill 
be discovered. Until the full diopooition ia knovn, it is impoooible 
to asoeBB ths scale of chemical warfare attacka vblch the Italiena 
could have launched. 

a . General 

In en undated report, witten oubtequent to 1937, it.,... 
ttahd that auatard bo11b1 of the c-soo type, vblch explode from 
200 to 300 metert above the ground, had not liven aatiatactor.v 
reaulte because ot tho irregular action of their tusee. 

It was aaid fUrther, that very entiefactory aerial ground 
contamination had been obtained b1 dropping bombe of tho Spezzon1 
type. The Spenoni bombs welsh about thrso pcunda and contai.n 
one and two-fittha arama of D.A. i n two and nine-tenths uams or 
exploai n: the J!oppi o or double Spezzoni veiGh about oix poundo, 
and contain three and t hree-tentha grams of D.A, in oix and oeven
teutho gra.tlo of exploohe: the Furatto, vblch vais!>o 25 !dlogra:oo, 
h a O. li. generator, and contains ten !dlogr&C1o of C.ll. 

Tho a«ento 611d veapono uoed b1 chemical warfare troop• are 
of the usual wall knovn typao. It is 1ntoreot1n& to noto that the 
artillery uses amoke ahollt of two typoa, one f illed with ~bite 
phoaphorua and the othor with a oQcke mixture, ' r obably oleum and 
oulphur trioxide. Tear gao shells are filled lfi th a mixturo of 20'/! 
C.li . in ao<;: cbloropiorin, and l ethal shello contain oitbor OWitard 
gao, phoogene, or D • .t., .Ur bombs include tho C- 500 tice bomb filled 
vith cuatard, t he 0-1001', C-401', and c-lSP tilled uith D • .t.. in blBI\ 
explosiTe, the emall Spenoni bomb, and tho l"uret to, ao vall •• 
Irroratore bo10be• for oaoke liquid and auotard product. . 

b . Dtfeptt lguipatpt 

.t. l1ot of tho autborioed heue of ant1p 1 equipment beaidoo 

• smoko curtain inetollation. G-2 

CONfiPiNTIAL 
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abowiDC tho peraoll&l itauo of a reapirator to oftry in41w1dll&l, ahovto 
1touea to varioue trpea of unita. 'l'he ~~~&terWa conaht of dry 
bleach, liTer of eulpbur, formalin, potaaelum perm•ngen•te. eoda, 
ant1ca• auite end cJ.ovoa. 'l'ho one 110table point about the l1ot • 
it tho very omall 1Bouo of dry bleach, onlr 300 pound• per infantry 
battalion, or equivalent unit of other arma, whiob ~ 'be a eon-
f1rcat1on of prior indieatione that auppl1oa of blaacb ~ be 
limited by the eblor1no oituation. It ia poaaiblo that thia io 
tho roaaon wbf Italian ant1pt inatrucUono 1,... omphaoio on uein8 
aand, sravel, oawduet, leavoa, dry gaa, ate., for decontamination 
of SJ'O\llld. 
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X.I. D., V.D. llhoo x. , JW;r 30, 1m 

SITglTIOI RIPQRT 

I. ••tem ftNter. 

0r!ll!!!4l Jo further 1ntoraUoa bat been r oco1n4 tro. 
the fii!Jlioh or LeoiDCr&4 front, 

l1cJ>tinc conUnuoo ln tho ..... to the north of 
n tebok eenterlnc around the towno of Vellk17oluld and YOYorshev. 
The ...,or battle botveon Saolenok and 1'7aoM conU nuoo vUbout a 
dec1o1on bannc ao 7ot boon raachiMl, 

In tho oouthern Ukra.lno, Azio troopo ban ad
?anoiMl about t vonty lllileo aaot of :Balta, 

~· lo cbance 1n tho conoral e1tuat1on, 

II . Wtettrp Tb11ter. 

,lU:I L1A1 ted. act1T1 t7 on bot h oideo. 

I I I . Kt4J. tmpMQ 'l'bMt.er. 

lo ~rtant cround or aerl&l ac UYi\7, llorMl 
b&raolinc air raido cont1m>e4, 

'PDIODP 

so 
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THE U NDER ISECRETAI'IY Dr THE TReASURY 

WAeHINGTON 

NT dNr l4r, Prea14enta 

There e.re atta.chd tenta.u ... 4re!t 

of a s-re«raph to t;O 1n ;your lettu to 

Cbain&ll DolJ8hton, an4 a •• .. rand• of the 

e:r~~~~pleo of eorporat1ono ucapiac ueuo profl to 

taxeo. Ye wlll eont1..,.. to work 011 tbb tolllg>t 

an4 wlll ba ... a fillllhocl letter to .. rrow aomiac 

when tbo So ore tal')' oeo 1 7011 , 

J'a1 tbtullT rouro , 

The Preo1dent, 

Tho Ybi t e Bouoe. 

r 3 o -
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~7 clear Mr. Pru\unt: 

You baYe aake! :a to indicate tho ,oaltlon t ekeo by t he 

'!'r t.at\lf'7 Departeent. 4ur1a,"' t ho coca14t raUon o! the p:-"' aect t&X 

bill v iU\ rt,..-4 t o unclat>r J ; olot returnc aad t he u ceoa ;>Mf lla 

tall p rort al.on, 

1 , Maaclaterz J olnt tall returue. ':lit 'l'ruaur-t locU cato4 
. Ctut.ll oi~J•• I' { 

te tht Yayo &Ad Meua Colr\lttet I to appron l ot 114n(&tol'7 Joint 
/'J"Z ( j.A.#J/,/,t' • .. ., ... ; / ,:_"'; .;.-. , . ,"/::~ J, ;,,l .c 

tall .,\uno - I 'r:±f aubat<u>Ual rtllt f h r rutd to earutd / 
t }-1-..t/, ~ •. • '~· · .J ti\ .J 11' ,;.. .., 

income~ No relief io affordt{ by th t ,ro•l•lono of this bill froo 

t bt raault1DC 1acre&te4 tax 1n tho ae e&llt whore h\l.t'b&nd or wife 

cootributto tbro~ bio or btr labor to the fa~ly 1ncooe . 

2 . bceta prof1ta ta.s:, Tbt '1' reaw r1 ba t co!ltlattntly taken 

tba po t i U oo tbat tbt exetn protl to tax ohould ·~,~.y to prof! to 

whether \ho M protlh are alto ~reattr tliAn tho ;>~>f1to o! the p~

oe.Uac baM ~riod yearo. '!'bt ~ndinr bill eulllp t l fro~~: tbt u ceu 

prof1ta tu .., aaount o! prot\t e qUlll to tho &Ytr~ pMf1to o t tho 

ba ae pe riod 7tar t notv llbetaodlnt: the tact tbat ouch profl to oay 

., .. = to • pp' f .. I Dill' tf1h' otlsa .. ' tf' 'r Ia 

Ill II Of 0 p p•··b 1 • U*US II t··· r .. f OJit•£ ls ft tJII.tt 
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6e• a aai11ur ol r 

5o»e Qf the reaeone for the ~r.&~1 e poeltloa ares 

(a ) ~ h1ehl7 I'"'"Pe Muo, well e ota1>lloho4 corpo ratloa 

'W!lich hao 'been -.l<IQ4 )0, llo. 50 po r coat or aoro on lto luooto4 

capital r.a o a ~roater ablll ty to Pll¥ taxoo th&o a eorporotlon 

v~leb bas been .. raiD~ oDl7 ), ~. or 5 per cent OD lte tn•eate4 

~pltal . tYen tbo~ the 4oltar locozee ot the tvo coapanle e are 

the oa:oo. Conero oo hao oota1>llohe4 tho prlnolple of tuatlon lD 

ac:eord&nce with abll lt7 to ))67 in reepect ot 1nd.l•14ual tocoaee . 

~ne TreaiUr.Y &dYocatot tht 8p~llc3tlon or t hl e Prl6clple t o corpora• 

If. 
t!,oe a e ve ll ae 1od1Ylduale . ~axatlon of corporatloae la aceor4&Dce .. 
Yi th ol>Hlt7 to PAl' eallo !or bllfhe r toxeo oo the pro!lto o! tho oo 

co!'j)ore.tloD e which haTe the hl!btr ratee of returD. 

(b) 'l'ho eorporatloo which ha o boeo mal<lot; hlrb rotuno Ia 

the ba t e period r-are lt ,1Ytn a coapetlt1Yt adYantaee o•er aevl7 

o r ranl aed coacei"De or conceme vhleh ba•• "''n etna&«lla« to ee\a~llell 

tho.aeel•e• • The latter corpora.tlona a re 11•1te4 t o a .w:-.h aaaller 

rate ot n tW'D f 'ne of exc••• profit • tu: than as-. the forMr. !'be 

effect 1o to coo!!.,. monopolleo aa4 to protect well eotabllehe4 

(e) 1!"" are t o e.q>ect &11 claooeo or oocle\7, 1acl..Uac 

labororo aD4 !an~ore, to accept the oacrlflcoo of tho ••r &eDC7 

perlo4 ao4 DOt to preoo f o r ... e..,. pooolblo dollar ef e4ftll\ece, 
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t ht)' n ot 'bt CODTillCt d that bllJ'dODt tre btlllf: 41ttrlbuto4 

accordln« to ablllty to 'boar thea ac4 that no one l o DL<1Dg 

unroooonabl)' larse proflto. 'l'ht l11pot1tloD and tD1'orcaatDt 

of a trv.e e:rcooo pl'otlto tax vUl help to preToDt 1DflatloD, 

Fnith!ully youro, 
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D!ll.r't OJ' P.A!WilW'II !0 00 U !I'D PUSIDII!'S Lft!D 

'l'be oliool.Datlon of the pro .. 1don for u.ndato17 Job.t 

tu rotuna troa the pr .. ellt bill voald reaalt ill a lou of 

r ... uue ot approrl• tel7 $ Mch 7ear. In or4er 

t o rutore tb1a lou of ...,......_ thro'llflb a re4uotion 1n the 

poraonal exuoptlon H voald be IIICIIIAI'T to reduce the uuption 

ot a aarr1e4 CO'IIplo froa the preent $2,000 to $1,6oo an4 thet 

of a d~~&le peraon froa the pruent $SOO to $650, 1f no other 

cbanpe are """"'" 111 tho bill. 

In 'fiew of thl aMHio~~.&l nuber of retur111 which voul4 

be filed ae a reaal t of lowor1~~& then en10ptione, tup&Tere 

abolll4 be afforded tho opportun1t7 of f1l1~~& & d10ple return vi til 

t ho local poataaator, who could bo &uthor1u4 b7 lev to a4a1n1oter 

the neeeeaa17 oath. 

8? 
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:IUMrLI8 OJ OQIIPOU!IOIS JSODIG 

I!J?!!!l PIIOnts 'UDI 

!U wq ill ...Uoh \U :proeet 1av ead \ho Co•Uho'• 

teb.Un pla lean.,...,, larp -"of.,..,. .. :protth h 

Ulu\rated '117 the followlllc acn.l auploe. 

A. U\ar pqUc all bae aa •t-'blle C!OIIIPIV lUlU 4Vlac 

\U 'baao period ''""' of 19J6 \hro'IICh 19-'9 O(lpro:dae\ol7 25 par cet. 

PrecUcdqell (95 per oet) of \hio _, ..., 'be oerud aa4 rot 

'bo rr .. troa _,. :protlh tez 'ID4or \U preeet law uA 'ID4tlr \he 

Co•Utoo pla. 1a 19llo \U e&r1>1Dc• of \hit cone...,., attar \ho 

,.,_, of ,,....,, w1ll 'be ...,ron.etol7 26 per ee\ of lh lanoted 

eepUel, 1lllder tho prooe\ law. 

:a, !U oernlDp of a -rectver of trectou vl\h aoerl7 

$50 alllloa of lano\ed eepUel anrocoA, et\er all ,,....,, qprozi,. 

-*•17 18 par c•t of la...,tod eepUel Gl'lllc 19J6-19J9, whloh _...., 

w1ll 'be troo of uoooo :profUo taz 'ID4IIr \U pre-\ law aa4 \he 

eo.u, .. •, ,.,.u ... pla. 

oao of \ho li!IPor\eat Defcoo -tarlalo 11M oern1Dp attar tazoo Gr1ac 

\he 'buo parlod raero a....nc1ac O(lprO:daetol7 19 par ...,, of lh 19110 

illYootod ....,ue1, ...Uoh U ...a ooat~ to oan troo of p.cooo protth 
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t 

h .. of -• protlh \u onr 25 ~I' -• of lh 19110 ropenM 

equl\7 oopUal. 

!llu, lal'p -h of \he k1a4 ef proflh whloll ... , -lll;f 

ufi.u4 .. -~~ protth .u ..... \UII4 .. noll"*" ... \he 1'u .Ln 

.... hll tl'oll -· protlh \u: ....... tM prot_, law .... \he 

• 

Regraded Unclassified



soesker 
Re yburn: 

f!MJr: 

R: 

HMJr: 
• 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

!ll!Jr : 

R: 

f!I.1Jr: 

R: 

Hello. 

July }1, 191>1 
8:~ a.m. 

'tlell , I lett Halone, New York, this 
morni ng at tive-th1rty. 

Yea. 

I think I'm down to see the President 
at nine-thirty, tollov in your rooteteps • 

(Laughs.) 

What have you been up t o, you rasoal? 

Well, I Just - well, all I vent down 
there and told the Preeident vae this. I 
think this thing's got tamily and political 
impl i cations in it and everything like that. 
It's a damn dangerous thing. 

Yeah. 

And all the married women and all the working 
women and all the Catholic priests and the 
Episcopalians ••••• .. 
Yeah. 

••... they 1 r e all out again at this thing. 

I eee. 

And I think it1 a going to ra ise hell it 
its put into the law; and it we knock it 
out nov, there won't be a damn thing to 
it i n the Senate. They'll never take it 
up over there. They ' ll go searching some 
plaoe else and get the money. 

Well nov, last time I talked to you about 
taxes in November, you gave me good advice 
and I followed it. 

Yeah. 
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l!IIJr: 

R: 

IIMJr: 

R: 

!I)(Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

l!IIJr: 

R: 

HMJr: 

R: 

- 2 -

Now ••••• 

Well, I don ' t know it wae hie suggesti on 
about making a auggeetion to you about 
writing him a letter. I- my apProach was 
in t hat he felt like maki ng a s tatement 
himself or Steve making a stat ement. See? 

Yeah. 

And be thought it better be dropped out 
and got somewhere elee. And then be said, 
1 Well , let's do ·it this wey. I 'll suggest 
that Henr1 write me a letter and then I'll 
transmit that to Bob Dougbton with a letter. • 

Now, I don't know whether that's the wa7 to 
do it or not , but that wae hie euggeetion. 

Well , you remember last time whether he 
wanted to do that, I epoke to you and you 
aa1d that he just had to aee Doughten and 
Cooper first, and I told him that and he 
did it. 

Yeah. 

Now, 1t he drope a letter into the lap or 
these fellows at noon today, whet's going 
to happen? 

Well , i t m&f raise a little hell. 

lih&tt 

It m.igbt raise a little hell. 

Yeah. I bear that Doughten made a regular 
torch epeeoh Je&terday on thie thing. 

I didn't bear him. I was on tho Chair, or 
course, and I had to be away. 

Yeah. 

Made what kind or a epeeoh? 
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HMJr: 

R: 

Hl~Jr: 

R: 

mar: 

R: 

HXJr: 

R: 

!IMJr: 

R: 

!IMJr: 

R: 

!!MJr: 

R: 

!!MJr: 

R: 

HMJr: 

R: 

IIMJr: 

.. 

- 3 -

Well, I mean, you know - carryi ng the tor ch, 
the;r say. 

Oh yeah. 

He was all . ••.• 

Yeah. 

Well ... .. 

Well, you talk 1t over with him and see •.••• 

I • .... 

It's pert ectl;r aat1ataotory to me now an;r 
way he does it. I Just- I ••.•• 

You Just wanted him to ••••• 

I Juet wanted him to know what I thought 
about it, politi cally and otherwise. 

You want it knooked out, huh? 

I certainly do. 

Do you care what the substitute i e? 

No. I don't oare whether there is any or 
not in the Houee bill. Let it go to the 
Senate. The Senate will never take thla 
up. They can find it on lowering the base 
and the;r can find it on a l i ttle bit more 
excess profits on eome ot these gu;re that 
aren't paying muoh. 

I eee. 

That 1 a the way I f eel a bout it. 

Uh huh. Well ••••• 

Well , you- now I tell you •••.. 

Yeah • 
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Hl~Jr: 

R: 

HllJr: 

R: 

!O!Jr: 

R: 

!li(Jr : 

R: 

!lMJr: 

R: 

- 4-

I just told him that 

Yeah. 

He reels the same way I do. about it - about 
this community thi ng. 

Then w~y the hell di dn ' t he say eo a long 
time ago that the boya could •.... 

God 6amned it I know where t he thing - he 
raised the question - he eaid something 
about 1t last V.onday morning. 

Yeah. 

And I eaid nothing at the time - well, I 
might have said a little eomethlng and then 
I was sitting i n here talking to a f ellow 
the other night - greo t frie nd or mine -
ex-member ot Congress - and I called him 
uv and went down there and he said, yea, 
he'd agree to that all over. 

But now it he doesn't want to bombshell it 
or anything like t hat , why all right with 
me , but the only thing I can do is t o make 
a statement and I made it. Then he said 
the - about the beat way to do was to make 
an inquiry or you. 

Yeah. 

And here ' s what Milton West Juat carried 
around there that - and he ' e got a case 

joint returners have got enough to make 
them mad because Trea sury , you know, indica ted 
very strongly that they weren't going to 

·recommend this at thia time, and they didn't 
even have a hearing. 

Who 'a that? 

This tell ow didn 1 t bring anybody here tba t 
was opoosed to thie. 

93 

• 

Regraded Unclassified



ll}!Jr: 

R: 

HMJr: 

R: 

HY.Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

!!)(J r : 

R: 

HMJr: 

R: 

HMJr: 
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I see. 

And because you either sai d somebody feels 
that t here wasn't going to be advooe ted as f ar 89 this bill is concerned that probably ~ould 
be ta.ken up later. 

No . I ' ll tell you exactly what we did, Sam. 
About right at the end there, we sa i d that 
the Treasury favored thie provided there were 
exemptions f or women who worked f or a living, 
and that's all we did aay. 

Uh huh. Well, anyhow, they - lUl ton Wee t and 
those fellows claim there ' s a plain indication 
that the committee wasn't going to take it up 
at all and they told their f olks not to co~e ....• 

Yeah. 

•...• and then when they got thr ough with the 
hearings and went in Executive Session, why 
they socked them with this thing. 

Yeah. !;ell, I think that this Justificati on -
while they were voting a nd everything else, 
we Just said the Treasury took no position. 

Yeah. 

You see? 

Oh sure. 

And then at the end t hey were ki nd of crowding 
us to say something, ao right at the end ••••. 

Well , you took no position. They didn 't 
say tha t, that you took eny position during 
the consideration of the amendmenUl and so 
forth. 

Well , we di dn 't. 

Yeah. 

And ve stayed on the sidelines. 

• 
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HMJr: 
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HMJr: 
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H~Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 
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R: 

llli.Jr: 

R: 
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Yaah. 

But - well, I juat wanted to know how the 
ground lay. I knew you'd tell me and •.• . . 

Well, that's exaotly how i t wae. I 'Nent 
down there to talk to the President. I 
thought he ought to eay eomething about it. 
I think it's a bad •..•• 

Well , I wlsh to hell - th1a haa been in the 
papers tor montha, and I think it's Just 
going to kill poor old Bob Doughten. 

Well, don't do it that way then. 

And ••••• 

You ean call him And tell him he's sending 
h1m a letter or something. 

Well, it you could somehow eotten the blow. 

What? 

I say i! the President could somehow sotten ••••. 

Sure, sure. I think you're right. 

Okay, Sam ••••• 

You're a hundred percent right on that. 

I may vant to see you later. 

Oh, I get 1 t. 

Thank you. 
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!!HJr: 

Grace 
Tully: 

!!MJr: 

T: 

HI~Jr: 

T: 

HY.Jr: 

T: 

HY.Jr: 

T: 

f!MJr: 

T: 

!!MJr: 

T: 

HMJr: 

T: 

P.Y.Jr: 

T: 

Hello. 

Good morni ng , sir. 

How are you? 

August 1, 1941 
9:1; a . m. 

As I don't write notee to married men, 
I thought I'd t elephone you, by goon. 

Oh, you 're careful, huh? 

(Laughs) 

What? 

Yea, sir. 

I hope you haven't learned from experience. 

No , not - not very serious. 

(Laughs) 

(Laughs) Look, I - on the Doughton thing, 
do you want to get the background or what 
happened? 

Yea, because he'e calling me eve ry five 
minutes. 

Nell, he said he was going to have a conference 
with you this morning, he told me. 

Yea. 

What happened was, he called last night and 
he wanted to talk to t he General, and the 
General wae gone and Steve was not there; 
eo I talked with him. 

Yeah. 

And he said that he wanta me to tell the 

• 
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T: 

f!!IJr: 

T: 

HHJr: 
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I!MJ r : 

T: 

HMJr: 

T: 
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President that he had had h1e letter •••••• 

Yeah. 

••••• and with the- your letter, et oetera, 
and I sai d, ••Yes, air. • And he eaid, ••.'fell 
now, we - it' s too l a te to do anything about 
two ot thoee th1ngs •••.• 11 

Yeah. 

~ .••. and the bill i s all ready to come out 
and under t he rules we operate under, we 
couldn't include t hem anyway. • 

Yeah. 

And so I told t he President that , and he said, 
"Well now, I don't know abou t th1s, • and what 
I was trying t o get out ot him wae whether he 
was going to r elease it or not . 

Yeah. 

And so I saicl, he sai d, "Well, I don 1 t know 
about th1e letter, e t oetera.• And I said , 
0 '11ell , I tell you, l~r . Congressman, there are 
some people have copi es ot that letter.• 

Yeah. 

And he said, "Oh, who?• 

Yeah. 

And I said , 0 0h, well I know a t ew. • 

Yeah. 

I said, 1 The Speaker and Oon,reeeman Cooper 
and Senator George and t here s a couple ot 
others I don ' t remember.• 

Yeah. 

And there aren't any others at all , but it 

• 
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he thought somebody on the outside besides 
the Cor~ress had it, be might let it go 
before they did. 

Yeah. 

And I said, "It' s Just a poeeibility that 
it might come out •.••• " 

Yeah. ~I ell , my., ... 

• •.••• si nce there are so many copies around." 

••.•• !Jl.y hunch when I called you thl>t he wouldn't 
let it out. 

liell, I g&thered very cletlnitely he didn't 
want to. 

No. It was correct. 

Yee. Oh, yes. 

Now, the thing t hat be's shunning tor me to 
oome this •no rning is •..•. 

Yea. 

••••• he wants me to t ell them whe t to do 
with the letter. 

'iell , the Pres1dent wants it out. 

Well , then it's perfectly sa t e tor me to 
tell him to give it out. 

Well, I tell you what the President now means -
be doesn't seem to want to- be could give it 
out hi mself . He said, ••.rell -• Ob, I know 
what be seked me. That's bow we got on t he 
subject - "Did the Whi te House release this 
letter?• 

Yeah. 

And I said, •No, air. Itt don 't releaee letters 
addressed to you. • 
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Yeah. 

In o t her words, 1t ' a up to you to release 1t. 

Yeah. 

And t hen he came back an~ he sa1~, "Well, 
I ' m going t o telk to Secretary Mor gent hau. 
I ' m goi ng to have a conference ~1th Secr e t ar y 
Morgen t hau 1n the mor ni ng.• 

Xeah. 

And then I t hought, well , maybe he's going 
to take 1t up then. But I tell you what -
I told the Pree1dent I got the very def inite 
reeling, ae you did , thet he waa going to 
bury 1t 1r he could. 

Yeah. 

And he ea1d, "Well , remind me to t alk to 
Sam Raybur n t onight" - or oourae he had a cooy .• ••• 

Yeah. 

" .. •• • and 1n some way get 1 t out. • 

I .. . .. 

So I think the President dieS t alk to Sam 
Rayburn, and ~erhaps Rayburn got abold or 
Dough ton last night and he uy eay that he's 
g1v1ng 1t out, I don't know what happened 
a f ter that convereat 1on. 

'i el l, would 1t do any harm t or me to call 
up Sam? 

llo , 1r the Pres1dent a otually di eS ••••• 

Well • • ... 

l . haven 't checked on t hat, but I can do that 
through my board. I t the Pr ea1cSent spoke t o 
h1m l a s t night, 1t waa about that . 
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Oh, I see. 

Ano then I'm sur e that' a wha t he told him. 

Right . 

So do you want me to oheok that? 

Do you mind? 

No. 

All right . 

Then i f you want to, you coulO cell Sam 
Raybur n. 

That's right. 

All r i ght. Grand, l·!r. Secretar y. 

Do you want me to hold on? 

Yeah. Wl l l you flash your - wlll you f lash 
my opera tor t her e? 

Yeah. 

Yes, sir. 

Mise Tull y wan t s her ooerator . 

All right. 

Hello. 

Yea. 

I have Mr. Kelly here t or you. 

Wel l , keep ott. I 'm wai t ing t or Mi se Tully . 

All r~ght, air. 

She wants to talk t o t he Whi t e House, then 
apeak to me aga i n • 

• 
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Did the White House Operator come in? 

No. Do they want me? She eaid she ' d talk 
to me again. 

Hello. 

Opera tor: Yes. 

HY.Jr: 

Opera t or: 

I'll bang up now. I' l l wait till Miss Tully 
cells. 

All right, I'll ring you back. 
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Hello. Bobt 

Henryt 

How are you? 

I'm tine. How are you? 

Julr 31 , 19~1 
9:20 ..... 

Good. Bob, I tried to get Mr. Stimson, 
but he's not available. 'libat ia the 
a1tuation on your bill about the draftee s? 
Where does it eta.nd in Congr eaat 

It i s on t he Floor or the Senate. You 
mean the one year 11m1tt 

Yea. 

It's on the Floor or the Senate , and bee 
been approved by both Senate and Houae 
Military Attaire Committees and 1s now in 
debate 1n the Senate. 

It has not paeeed the Houee? 

No t passed either. 

Ia there anr ••••• 

A Congressman waa Juet in and told me that 
it would receive quite a bot tight on the 
Houee. 

A hot t1gbtt 
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From the Republicans. He ea i d the Republi cans 
in the House Military Attaira Committee voted 
almost aol1d against it. The vote was t1tteen 
to seven, which wee pretty muoh a partr vote. 

Bob, is there any parti cular eign1ticance in 
August lt I mean, it you don't ge t your bill 
upt 

No. No . That waa a da·te aeleoted, and 1 t merelr 

\ 
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~eant based, that's all. 

Oh, I mean when ••••• 

There isn't any - nothing W111 happen on 
August 1. 

Well , when will it- supposing Congress 
doesn' t move. When do you have to begin 
to let the first draftees out? 

About - the first draftees about November. 

Oh, not till November? 

No. And the first Na t1onal Guard 1n 
September. 

In Seotetnber. 

Yes. 

'A ell, when •.••• 

National Guard i n September. 

Well, why has everybody been sayi ng you 
had to get the bill paaaed by August 1? 

Well, they've got to know where they stand, 
Henry. You take, t hey 've got Na tional Guard 
fellows out 1n Hawaii. 

Yeah. 
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Well now, you've got to arrange tor transports 
to go out there and bring them back. 

I aee. 

And new troope to go and take their pl ace. 

Yeah. 

It's just the uncertainty or 1t •..•• 

I eee. 

' 
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••••• wh1oh ia ~amaging t o the morale an~ 
ao on. 

I see. 

There i s no s i gnit1oanoe 1n the ver y ~ay 
August l. 

\~ell , that's what I wante~ to tlnd out. 

No. They - I think General Karshall eaid 
August 1 Just aa a convenient day - quick -
he meant we must have apeed in thia. 

How do you stand in the Rouse on your bill? 

On that bill? 

Yeah. 

·~ell, I had thought that 1t waa going to 
have clear sailing. 

I see. 

McCormack and Rayburn got ott poorly at 
firs t , you know. 

Yeah. 

But they're all right now an~ they're going 
t o make a good speech, I undera tand. 

I eee. 

I think that - I think we' re all right 1n 
the main. The only trouble will be the 
Republican votes whioh - ot course, Jim 
Wadaworth will carry orobably twenty or 
thirty Reoublioan votes tor t he bill. 

Yeah. 

But otherwise, they're just hopeless. 

Okay. 
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How are you? 
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I'm tine. I jus t got in. 

'ilhere you been? 

I 've been uo a t Malone. I lett there at 
tour-thirty- this morning. 

Malone, New York? 

Yeah. 

What , f i shing? 

Yeah. 

Yeah. Good country. 

Yes. It's nice country. 

All right. I ·hope to see you soon. 

Yes . That ' s mutual. 

I called you uo l aet Sundey uo in F1shk1ll, 
bu t no answer. 

We were up at Malone. 

Yeah. Well, I only called up to ask you to 
come down, but that waa all. 

Oh. 

To eee a good county. 

Do it agai n. 

All right, I will. 

All right. 

Good-bye. 

\ 
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Hello. 

Frank? 

Yea, Henry. 

How are you? 

Fine. 

July }1, 1941 
10:37 a.m. 

Could I give you a little Treaeury chow 
tor lunch? 

I've got a luncheon at the Willard, with 
all the Publlc Relatione otticers !rom all 
over the country comlng ln. 

Oh, I'm sorry. 

So I'~ going to be tied up. Sorry, Henry. 

Okay. 

How about you coming down and heving dinner 
with me on the Sequoia tonight? 

Well, I've got a couple ot people that I 
1nv1ted tor tonight. That ' • my trouble. 

Who are they? Somebody I could entertain 
wlth you? 

A couple - they're Treasury boye, that'a 
who they vere. I mean, I've invited Foley 
and White, but I can put them ott. 

Well, why don't ydu do that. I'm tree 
tonight and ••••• 

All right • 

••••• 1! you can get tree, we'll have a nice, 
quiet dinner, Jue t the tvo or ue. 

' 
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I'd love t o do thet. 

All right, then. We ' ll eay oome down there 
then about aix-thlrtyt 

All right. I 'll poetpone them .•.• • 

All right , tine. Do t hat. 

...•• and be down at your place about 
thirty. 

Down at the Navy Yard, you know. 

I know. 

Yeah. All right. 

I'd l ike to do that. 

All right. Fine , Henry. 

Thank you. 

Good-bye. 

Good-bye. 

six-

1.07 

Regraded Unclassified



108 

Julf 31, 1941 
10 :45 a.m. . 

RE EXCESS PROFITS T.lX 

Present: llr. Brown 
loll' . Kuhn 
llr, Sulli V&n 
llr. Foley 
loll'. Bl ough 
llr. Bell 

This part here, part two, in his own handwriting 
which I want back - you two men make notes 
()lr. !uhn and Air. Blouel • He hss corrected 
number one. He says, The Treasury indicated 
to the Ways and Means Committee ita conditional 
approval of mandatory joint tax returns, the 
conditions being that substantial relief is 
sl.multaneouslf ranted to earned income of 
both husband an wife." 

He thinks that that is bad. 

How, on the excess profits on paragraph two, 
he said, "Try and sllapll!y it and make it 
English," and what he aeans ia this: "The 
Treasury has consistentlf taken the position 
that the excess profits tax should apply to 
profits in exoeaa of reasonable returns on 
invested capital regardless of whether those 
profits also exceed the profits of the base 
period years. • He says, "Nobody that doesn't 
sit on the Committee knows what base period 
years ia. • 
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'36 to '39. 

Well, he said, wSpell it out," just like I said
if you are talking about parity p~ents, no 
one knows what parity payments are , but he 
wants that part spelled out so that the man 
who doesn't sit on the Committee and the man 
on the street knows what you are talking about, 
you see. . 

He made one other correction here. Now, that 
is all. I will give you this. He has written 
a letter in which he ~a that he - that inas
much as the Treasury's position is this in 
regard to this joint return business, the 
Committee has not taken our suggestion, you 
see, and therefore he is opposed to it as it 
is in the bill. It is all right. He is 
playing ball with us. You can' t ask for any
thing fairer, as long as he has made up his 
mind. Then he is going to say about - that he 
talked with Dougbton about exoess profits, and 
they haven' t followed his advice and our ad
vice on that and therefore the companies are . 
getti ng away and makin~ profits in times like 
this when they shouldn t and then he says, 
"Third and last, I did not - • this is his 
letter to Dougnton. I haven't seen it. It 
wasn ' t written. He says, "I have not discussed 
with you the question of lowering exemptions, but 
I feel that every man would be glad to make a 
contribution, a direct contribution toward 
national defense.• Now he says, "You fellows 
can't understand simple arithmetic: and he 
says, "By dropping the thing from eight hundred 
to seven fifty -• then he is going to double 
it for the married man to fifteen hundred. 
He says, "After all, the married man, it 
oughtn't to cost him more than twice as much aa 
for a single man to lire.• He would like 
seven fifty and fifteen hundred, but he is 
leaving us entirely out of the picture. 

• 
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He is saying to Dou8Pton, "I did not discuss 
this with you before." He ia plqing one 
hundred and one percent wi th the Treasury. 
You can' t ask tor anything better than that. 
He is determined. There is no use arguing 
with him. This is what he wants. He has changed 
since last night, you see. He is only against 
this joint return business because they haven't 
followed the Treasury's position. 

Have you ( lfr. Kuhn) been in on this? 

No. 

llow, in order not to waste any time, because 
he is going to call me, a.nd I am not going 
to be - you two men (llr. Kuhn and Kr. Blo~Wl) 
go and take this copy, which I would like £o 
have back, and in this case - who is going t o 
do the typing? 

I oan have it done in my office. 

All right. There is the whole business. 

Bel l: You see there were two drafts. I am afraid 
he got the wrong one . 

H. I.!. Jr: 

Bell: 

H.L!.Jr: 

Bell: 

H.ll.Jr: 

Here is my draft. I will put "H .~.Jr. • on this. 

He is in a grand hw:10r. 

He didn't read this one . 

He said send you all his love and he is sor~ 
he can't see you, and he said, "All right -
what? 

This letter was much improTed over the one he 
had. 

He won' t care. He wants it improved. The 

• 
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Treasury letter? 

Our letter that you had was much improved. 

That is all right. The two of you go to work 
and make it - listen, so the newspaper reader 
can understand what it is all about. Just as 
soon as you are readf, the two of you come back 
and the jury of Bell, Foley, and SUllivan and 
Morge.nthau will be waiting, but please hurry. 

I am glad to have seen you. Oh, and the Presi
dent wants a poem. I will tell you about it. 
I promised to have it r ead next week. It is 
a thinf called •Islanders.• Send for it. It 
was wr tten in 1900. 

You don't know b.Y whom, do you? 

He didn't know, but I have got the quotations. 
It is a British book, "The Islanders." 

He is in a wonderful mood. The fellow is the 
President of the United States and he wants to 
do it this wq. 

He is determined all right, there is no doubt 
about that . 

Yes, I guess 70u found that out, that he was 
determined. 

And he ia absolutely 'Playing fair with us in 
the sense that he ian 1 t comi.ng out point blank. 
He is simply saying he is opposed to the 
thing because the Congress didn't follow us. 
(Laughter) He is aqing in his letter that 
he 'didn't discuss the other proposal with 
Dough ton. 

That is right. He says we don't have to put 
it in our letter to him. 

111. 

• 
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H.ll. Jr: No . 

Foley: 

H.ll.Jr: 

Foley: 

H. I.!.Jr: 

Foley: 

H.l!.Jr: 

Bell: 

Foley : 

H. Y.Jr: 

And our letter to him is consistent with the 
position we have taken and all we are doing is 
reporting what we have said on the two matter s 
before the Committee, 

Are you going to use the example? I think 
we are in a perfect position. Now, Doughten 
wants to talk to me. 

He isn't going to call him? 

Oh, no, he is on the wire. 

No, the President. He isn't going to talk to 
Dough ton? 

I don!t know what I am going to sq. 

He knows you are in town, and he knows you came 
back for a purpose. 

How does he know? 

The newspapers had it. 

• 
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Hello. 

Hello, Henry. 

How are you? 

July )l, 1941 
10: 55 a.m. 

This is your honorable, obedient, obstreperous 
servant. 

Well, the same to you. D1t~o. 

Thank you. How are you reeling? 

Well , I teel all right. I had a week's 
rest and I teel l ike a new man. 

Well , that's tine. I know you deserve it
I know you were entitled to it, and I'm glad 
you go t lt and got the benefit or it. 

Xeah. 

We down here have eo little to do we never 
need any rest, you know. 

I know, you're hard working fellows. 

We need more work. 

Xou need more work? 

Xeah. (Laughs) Xeah. 

What I called you about - I know you'll 
pardon me - about the situation with r espect 
to thls provision ot bill lOll, the section 
dealing with mandatory Joint returns. 

Xes. 

Now, you, ot course, have kept up wi t h and 
know that we had agreed to modlty our rule 
eo as to give them a separate vote ln the 
oommittee on that section. 
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Yeah. 

And that'll come up Monday. 

I eee. 

Now you - when you - Sullivan oame down 
finally and made a statement presenting 
the views or the Treasury ..••• 

Yeah. 

••••• you gave ue an endoraement with a 
condition. 

That's right. 

And your condition wee not a pproved by the 
comm1 ttee. You know that. 

Sullivan so r eported. 

ll'hat 1 a that? 

Sullivan reported that. 

Yeah. Now, I was wondering what was the 
position or the Treasury as the matter now 
etande. We're going to have a devil or a 
tight on that. 

Well, we haven't changed any. 

You haven't changed any? 

No. 

You're still tor it? 

With the condition. 

Well , the cond1t1on'e not in it. 

Well ..... 

And we oan't ge t any membere. !low lihat 

11Jl 
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~bout the poeition on taking care or it 
1n the Senate? I Juat wanted to know .. ..• 

Oh. 

•..•• whether or not we were goi ng to get 
any help from you people aa lt now stands. 

Well, you're asklng me a pretty important 
ouestlon and 1 111 have to thlnk 1t over. 

Well , that's- you eee, here's the situation. 
If you put that out, we're t hree hundred and 
t wenty- ni ne mllllon dollars ehor t. 

Yeah. 

And 1 don't know whether lt will go through 
t he Senate . or course, ln my op1n1on, 1 
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don't know of any other way that we could 
a.gree on. Ot course , we oouldn' t get out, 
because 1f it wae re-reterred to the committee, 
why there we 1d be maybe a week trying to agr ee 
on something, 1 t hink it' ll go there that 
much short. 1 don ' t see any chance a t all 
to make it uo in the House. 1 don ' t know 
what they'd do l n the Senate. It ' s what 
they di d do whether or not we'd ever agree 
to 1 t . you kno·"'· 

.\ell. .... 

It we could keep it in there, it would 
simplify our ei tuat i on lt we'd raise 
three and a halt bi llion dollars which 
would build out the margin a little more -
keep that in there. 

Yeah. 

And, or course, I can ' t advi se you about 
your pos1 tion. 

Yeah . 

.. 

• 
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But we're pi cki ng e deaperate t ight trying 
to give hi m thr ee and a halt billi on dollare , 
and we thi nk we oan get the three hundred 
and twenty-nine million there easier and 
leee burden and leaa i nJuetioe to anybody 
than any other plaoe under the aun we oan 
ge t it. That's our convi ction - not only 
our opinion, but our conviction. And I 
wish you ' d think it over; and it you can 
give us some help, we' d greatly appreciate 
lt. 

Well , I ' ll think it over; and it I can be 
ot 8ll7 help, I'll call )'ou. But, I'm 
a tra1d I ' m not going to be or an1 help. 

Uh huh. 

But, let me think it over. 

All right. Well, it you don't , why it'll 
be oonetrued that you a ren' t againet it; 
but that's your reaponaibil 1ty. That'e 
not tor me to euggeet what you do about 
i t. 

Well, I appreciate your .courtesy and 
friendshi p in calling, and •.•.• 

'iee . 

•• ••• and don ' t forget , no matte r Vhat 
happens, I'm your friend. 

Well , I ' ll be your friend forever; there's 
no question Rbout that. No eeparat1ng our 
friendship. We may not Juat ~rea about 
eome detailed legislation. We r e trying -
we're both striving tor the eame goal ... . . 

Xeah • 

• • • • • and our triendah.i p ie unbreakable. 

Yeah. Well , that' a the way I reel, Bob. 

' 
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All right. Thahk 7ou, Henr7. 

Good-bye. 

1.17 
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126 

RE EXCESS PROFITS Til 

Present: 

H.JI.Jr: 

Kuhn: 

Blough: 

Fole1: 

Kuhn: 

Bell: 

H.li.Jr: 

Bell: 

H.M.Jr: 

Bell : 

)lr. Bell 
)lr. Fohr 
Vr. Sull nn 
llr. Blough 
Kr. Iuhn 

Should I read thiaf 

It ia all the same except - it is all the same, 
Ro:y, isn' t it, from there downf 

Well, we went back --

Base period, where is that1 

We changed the base period at the end of page 
two. 

Why shouldn't we put in parentheses, •after 
thlrt:v-nine•, the base period, fro• thirt:v
aix to thirt7-nine? 

Where is that, Danf 

At the bottc:a of page one. 

You would aa1 what7 

~1 corporations•, the preceding sentence, 
"between 1936 and 1939", and then in parantheaea, 
"base period". 

• 
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H,li.Jr: 

Bell: 

H.M.Jr t 

Blough: 

H.J,I .Jr: 

Bell: 

H.Jl.Jr: 

Bell: 

Blough: 

Bell: 

H.ll. Jr t 

P:uhn: 

Blough: 

H.Y. Jr t 

- 2 -

I think t hat would be good it we had tiM to 
do ~ t on r . Wh7 can' t I just put this in 
in mk? 

What is 70ur deadline? 

I n brackets? 

In parentheses, 7es. 

The 1936 to 1939 --

Parentheses, the base period. 

Now, if we have time, we can do that one page 
over. I don ' t know what is the matter with 
the ink? 

It is all right, 

If there is no more than that, I should think 
it would be all right. 

The chances are he won't send the original 
anywa7. He will send a COPT• 

What else is there? I just want to read this 
over. ~ot to press for everr possible dollar 
of advantage•. 

That was in the part the President approved. 

We went back from the second paragraph to the 
first one . I think it waa ellainated as 
stronger than the President would take, and 
he took it, so we thought we would go back t o 
it. 

You kind of thr ow that in aa an after thought, 
"will help to prevent inflation". 

12i' 
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Kuhn: "Would t hus help to prennt in!l ation. • 

Bell: 

Blough: 

H.~.Jr : 

Bell: 

Kuhn: 

H.M.Jr: 

SUllivan : 

!I.M.Jr: 

SUllivan : 

B.!l,Jr: 

Bell: 

Sull l van: 

Bell: 

Thet is WBat bothered us last night , Two 
things bothered us. One was the l ast sentence. 
We re-~ote that whole sentence , He approved 
that, you think? · 

He didn ' t change it. 

I like that farmers business but I just question 
that last sentence, 

Supposing we put the last sentence at the be
ginning of c. 

Well, \xcess profits is going to prevent infla
t ion: that alone --

Going to help, that is what we bad in there, 

Isn't that the real argument for a true excess 
profits t ax now, that it will induce labor and 
farmers to accept whatever limitations you 
want to put on them! 

Then if you do, I would put the sentence up 
at the beginning of this paragraph. What? 

I like it where it is, sir. I hadn ' t seen 
this before, 

No. You haven't aeen i t? 

No, I mean t his new draft. 

There is nothing new about tbia , is there? 

Yea. 

This last sentence. 

This was the first draft last night tbet Foley 
drew up. 

• 
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H.!I.Jr: 

Kuhn: 

Bellr 

Blough: 

H.!l.Jr : 

Blough: 

H.M.Jr: 
r 

Bell: 

B.M.Jr: 

Kuhn: 

Bell: 

H.M. Jr: 

Blough: 

H.!.!. Jr: 

129 
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But these boys didn't throw that sentence in, did 
they? 

Only the word "thus". 

John di dn' t see the draft last night . When 
he got back it was entirely different. 

That last paragraph, except for the word "thus" 
is the paragraph that went to the President and 
wh!. ch he read. 

ill except the 1a st paragraph? 

Except the word "thus". 

Well, I would personally like to see that sen
tence up at the beginning of (c). 

I am afraid there will be some crit icism on 
the farme rs because I don't think there is any 
inclination to ask or expect the laborers and 
farmers to go along. 

I am glad to eee it . 

Dan, the Pr esident said so in his message 
yesterday. 

But we have allowed a lot of wage i ncreases, 
allowed them to run wild, and the farmers 
only now have passed a bill that they can't 
sell surplus crops. 

and 

Will you make it a (d) and make it a separate 
paragraph? 

That is the heart of (c), Mr. Secretary. 

Do you agree to that? 

• 
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H.M.Jr: 

Blough: 

H.J.!.Jr: 

Blough: 

Bell: 

Blough: 

H.M.Jr: 

Bell: 

Foley: 

Bell: 

Blough: 

H.M. Jrt 

Blough: 

- 5 -

Yea, I think that sentence about inflation 
ia your whip at the end of the letter which 
giTes a bigger justification fer what you 
are doing. 

ill right. They ar e all infiation llinded around 
here . Now wh.at we do ia, I will keep this bird 
in hand . Now, you can do thia baae period 
thing onr. Good. Now, where ia the exmpla a 
and all that? He gan •e everything back, you 
see. 

Ri~t here, air. Here ia the - what went to 
the President last night, and here ia hia hand
writing. That includes the exaplea, 

This went to t he President last night! 

Yea. 

Does that include the examples , Roy, did you 
say? 

Yea. I n addition, you haTe another sheet 
typed. 

This ia dated the thirtieth, ao that i a clear 
enough, isn' t it' What tiae did this go to 
the President! 

Nine thirty, waan• t itt 

J.bout nine thirty. 

Nine fifteen or nine thirty, soaething like 
that. 

This went to the Secretary this aorning. 

Now, 'llhat else! 

That ia all that went to hia. 
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H.li.Jra 

Bell: 

Blough a 

H.II.Jr: 

Blough: 

H.ll.Jra 

- 6 -

Couldn't I han an extra ut of exuple af 

That, ;rou lll8an, "'o;r, that is the W81 it went 
to himf 

131 

Yea . Here is a carbon oop;r. We had an original 
cop7, but we will do that over, 

lbat is thatf 

This ia a set ot exuplee . 

that JOU can do, I will tr7 to find out when 
he ia going to want to see ae, before lunch 
or after lunch, 

(Secretar;r on ·Wbite Rouse phone.) 

I hear it JOU want to get to the Preaident in 
"Look" fOU have got to know the voice, Han 
JOU seen that? ••••• 

You have got to know the bueineaa ••••• 

I• Grace buef, the voice that knowa hia ••••• 

Grace, according to "Look" it aar• that Kiaa 
LeHand doesn • t go out night.. Does that 
appl;r to 7ou, too? (Laughter) •• ••• 

Well, I just wanted to know where I •••• • 

No, it talks about Mia• LtHand, but i t doean•t 
aa;r an,thlng abo\\t ;rou. .Ul right ••••• 

Yea ••••• 

No ••••• 

I aaw the Pre~ident thie aorning ..... 
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H.M. Jr r 

Bell: 

H.V.Jrr 

Blough: 

- 7 -

I got left up - left up there at five twenty
five this aornlng, I got up at four, just as 
you were going to bed ••••• 

And he said that you were to type that thing 
this 110rnlng and he aaid when he had that I 
was to coae over with a re-draft of the one 
that we had done •• , •• 

Well, what I wondered waa if he wouldn't want 
to see me right after lunch, or does he 
reat ••• • • 

Well, would you llind finding out and letting -· .. .. 
Just before lunch ••••• 

Right, and you let ae know. Thank you ••••• 

She gave it to hia just a 11 ttle while ago 
and he said he wanted to eee ae. He didn' t 
aay when, but she will now aak hia. 

Well, there we are. I will keep thia on ~ 
deek, and aa long asJou have got it typed 
I think it would be ce to sort of keep thie 
eet together, you see, and I will have "th .. 
both like thie . You get buay, you aee, giving 
me the co.plete set to take to hla. 

Do you want the letter we gave you thie aornlng, 
the one that went to the White Houee, for your 
files? 

132 

For the files, yea . I will eay to the Presidant, 
"Here ia what we gave you laat night, here ie 
the re-draft, and here ie the complete, • you 
eee. 

Then you want another ribbon run eo that you 
will also have the coaplete eet of thoae 
pap era? 

• 
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H.Y.Jrs 

Blough I 

H.JI.Jrs 

Bells 

B.V.Jrs 

- 8 -

That il right. 

Jnd do ;rou whh alao - well, ;vou will wiah 
that for the fUll, but for now thh h all 
;vou wmtf 

For now goodb7e. 

When do JOU want the firat aheet re-written! 

Jow, But I u keeping it here. Blough will 
do it froa the cop7. 
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Ju17 81, 1941 

The President gave this to me , when I eew hia for 
the second time today at 2 o'clock. I was there for 
half an hour. He read 11111 hie letter be 1a sending to 
Conprees . He is making a few changes. I thoueht it 
11as a very good 1e tter. 
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lit dear Mr. Prot1401lt I 

You ha•o aokod •• to indicate tho pooitlon taken b7 tbo 

frot11W7 Depart•OI\t durin& the conoidoration ot tbt pruont 

tax bill wi th recard to (l) tho aandttor7 Joint tax roturno 

proolllon. and (2) tbo oxceoo profi tt tu proohlon. 

l. Mtndttorz Joint tax uturno. !bo treaourr 1nd1cue4 

to tbo VtJt and Meant Coaoittoe ito conditional appro•al ot 
I 

aandttol'7 Jo int tax returno, t bo condition belnc that oub-

ot .. tltl raHat it ol•nltaneouolJ Cl'IIDtld \o tarnt4 ino .. • t4 

bolb buoband and wife. Io oubotantial relief It afforded b7 

tho proololono af tbt ptndioc bill !ro• tho rooultlnc lncrttot4 

' " In thooo caoeo where huoband and wife contribute throucb 

tbolr labor to tho 1 .. 117 inc .. e. Thoretoro, In tblo leportant 

roopoct tho ptndinc bill io inconoiotont wltb tho treaour7'• 

IUCCIIUon. 

2. IXcooo pro!ito tax. !be ~roaou.,. hat conolottntlJ 

adbortd to lbt pooition that tbe e1ceoo protito tax abonld applJ 

\o protltt tn excett of a rtatonable rt\UTD oe ta•••te4 capital. 

KtD7 corporation• botwoon 1936 and 1939 (tho baoo period) 

t&rDt4 •••race protlta tar 1e esceta of a reatoDablt aoraal 

roturn. looortheleoo, the pendlnc bill e1oepto all ouch 

llnal 4ratt-uood at 2 PM-7/31/41 
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...,.,iDCI troa excaoo protl h taxation 1ml.ou thq aro aoro 

tball 95 porcont ot tho &Toraco protito oarnod in tho 1936 

10 1939 period. Thoretoro, in another i~rtant raopoct 

tbe pon41nc bill 1a inconohhnt witb tho ···roaiUI7'• cloarlT 

aADOUACod pnrpooo, 

Soao of tbo raaoont for tho !ro&IUI7'• pooilion aro l 

(a) !be bicblT prooperou, well oot ablhloo4 oorpora-

Uon IIIli ch hao boon aaldJIC 30, 4o, 50 percent or aoro on ih 

1nnoto4 capital baa a ueater abllit7 to P&J' to.xoo than a 

corporation vbicb baa boon oarninc onl7 3.~. or 5 porcont 

on ito innota4 capital, O'Yon tloouab the 4ollar incoaoo of 

tho lwo compani ao are tba tame . Oonuooo bao ootabliobed 

lbo principle of taxat ion in accor4anoo wilb ability to PAT 

oo far ao in4iTidual incoae, ootato and (1ft I~•• cro con

corned. !bo !ro&OUr7 a4Tocateo tho application of l bh 

principle t o eorporatiolll ao well ao t o io41T1411alo. 'l'u

ollon of oorporatl.ono i.n accordaaco w1 th abUU7 to P&J' 

callo tor bipor t axao on tho prof1to of thou oorporall""• 

wbicb han t bo bieber ratoo ot rot...,. on ionoh4 capital, 

(b) !bo corporation which baa bon Ml<iDC a hi&:h rate 

of rot...,. 1n tbo period fro• 1936 to 1939 h &inn, b7 tho 

oz1ol1"4! law, a co"'J)atl.tin &dTaotac• oTor nowlT craanba4 

COOCerao Or t bOtO Olrucllin& to OOtobliab tboaoOlTOO, Tho 
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alter oorporaUoao wbloll llaft 'Moa oua111c IUp pnfth an 

ct,... a ...oil cna\er rah of n\va fno ot ••••• pnfth 

t u \w an \utr •- ~o\1\on, file ottoo\ 11 \o 

ooatlra aoaopolloo -' \o pn\oo\ ...U N\a'lolhll" pnop

... -...elaooooo -l.ae\ ~tUoa. 

(o) lf w are \o oapocn all olaoeoo ot ooolo\7, IJa.. 

ol"""-bc lPonra 11M f..,....., \o aooop\ \lao -rlfl"o ot 

\llo ••- pertH 11M ao\ \o JHII t er .._.,. pou1\lo 

dollar ot .,.._._, \llq .. , 'M ooaYI.ae" \loa\ -..... 

an 'Mlac 41nrl-...\o4 -r41q \ o a'UUT \o her \ll• 

ao4 \loa\ ao oao to IIM:1ac "aH&Oou\17 laop pntth, !lao 

t.poot\1oa 11M oatoro .... , of a \rae ...... prot1\o \aa 

will \llu b&lp \o p-\ l.afla\to .. 

hi\llhllT Tftrlt 

!lao IIUh aouo 
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111 dear ID'Itl• 

....... ot - -.n.J.nho w11.1u - to Mft dntlopt4 1a Npft to tale pod \loa ot Uao bouQJ Jetut-
.... 111 "Pl'4 to eo;:.:•thl._ 1a Uao ~ llU u h;aatM 
o•\ '11 \!Ia .. ,. la4 oe..&tMe, I ukM Uao !'Ill UJ 
Dlt&JiMD twa olulfJUa latMr, u1 I Uallk lt b -.17 
talr ~ ee .. tllla to ,.... I -.loH a aew at ... ntu»' 
IIIJ'pataaa•'• letM1' M • ..,. alao aa ••palllla ......_ 
euaplee at OIIPOI'OUo• *'* walt lqopl)' .... ,. ••n• pi'Ofl\8 \OSII a4ar ... -.tlJ.o ' 

I • nN ••t I ..a lt dau ... , tale ,._..., 
Dtpanuat 4aM 11ft IPJII'"O ot ....... .,. Jala tea J'ft
aeept oa tale aoMltlaa ot pu\1 .. lll'llnaaUal NUat w 
.. rs .. 1- at •o -.-.. ..t wlto, Ia ato I llouUl)' 
OIIIV o Ia Wle oe.dtMe a.ft l OOftl Oft Ulo pft'ft.OI 
ol~,.U.r, 

Yo• •• lon o.a.• un taU! .. - tM pe'ltlw ot ne n•••• pl'ltttto tea la lt• nll\lout&lp w Uao 
oatn1oa 1a the 'ltlU at ..,,u .. uoa ot Uall \u to oonata 
., .. ot .. ,,.......... ,. .......... to .. M)' ...... .. 
20 OJ' )0 01' ~ oa aab eqld.t)' NplMl., It b ar 4tlt1dM 
oplaloa Uaet Ult~F ••• to ooa\ri.MH to tllo oon ot ow 
pooe\ 4et-o pra;pw tor ..ro Ma'fUJ' Uab ,.u tMa lut 
, ... ,. OJ' \Ill ,. .... ,.... ... J•• •e••• tllt~F u,, ...... 
ban u41 oq•U)' 11~ pl'Otlw 1a roowt ,. ... , tur oro 
Otll .. oa W eonn•a aD Mft to ao •Uo.-1 4ot-o 
Wider \bo pepoeo4 'lt1U aaa tllt~r 414 •ton. 'l'llat •-
t.o .. oloorlr o tbeftalaoUoa la t.1a11h toft•• 

!Mn h •• ••o• lll'ltJoot *lU. I 414 -' UYo a llleaoe to \elk ws.a ,... ........ n nla\01 .. 111 ul .. 
~~ tu.ptloao 1a ae lROJ' -.....u. I k.- talet "'1 
t• tu aporto o;poo wta • "* I oUU Wlk \Mt -•r ••• w • ,.._. lir *'U. ao ....,uoa of o el-.lo 
P•noa alloa14 • ntuo4 to t7fO,OO, wlt.la • ,..,S.oloa tor •• ,,.., ... , olllfll ,.,_,of- ....u oonn...Uaa 
t.o the 11&\lollal tu tao- ~-- - elltplo ., • .., 
•• oa eou •U.lo t-
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.,.,.,. ••erel7 ro ..... 

lloDO:ra\le •'-' 1.. De_.. .. 
CMi:rMa, .. ,. ........ '-ltMe, 
lloue et •r:•n•au.-, 
lulU ........ o. 

142 

• 

Regraded Unclassified



!1m SXltEr >J!Y OJ' Till '1'U.J5UR'r 
WASB.IIIO!Oll 

l ul)' )1, 1941 

lly 4ear llr . Prel14entt 

You haTe aake4 me to 1D41oote the ~oaltion t aken 
bY the Treaeury Department 4ur1na t he oonatderetlon ot t he 
present tax bill with re3ard t o ll) t he maD4etory Joint \ax 
returno provielon, and (2) the exoeea proJ'lta tax proTieion. 

1 . h'"P6tton Jo1n5 '''~urpe. t'he Yreaau.ry 1n-
41oated t o the ays and Keane C ttee ita coD41t1onal 

1.43 

ap, ronl ot a:andatot)' Joint t ax returnal t he condition belll& 
thn aubatutlal relief h smultaneoua y &:nllted to earned 
lecoma ot both buaban4 and w1J'e, No eubetftlltial relieJ' 1a 
a.ttorded by the ;~roT1ai011a oJ' the ~eD4inc bill tr<ll:l the 
reaultill& i noreaaecl tax in t hoee oaeea wbere buebe.lld and 
vtt e co11trlbute tbrou&b their labor t o the taally inoame, 
therefore, 111 tills lm~rtant rea~eot t he paD41ns bil l i s 
lnconaiatant wit h the Treaaury' a &U81eat1on, 

2. llgtpt Prot1te 'fl'· T'be 'l'reaeury has consiatellly 
adhered t o the ;~o.!tton that t he uoou proJ'ita tu abould 
a;~ply to profits in oxoeas ot a ~aonable r eturn on \nTo&tod 
capital. Mftlly oorpore.tions between 19)6 enG 1939 ( t he base 
' ' r lo4) earne4 aYerage ?rot1t6 tar in exoeaa ot a reesone.ble 
normal return. Nnerthelesa , the pendina bill exe:npte all 
euoh earnins a J'roa exoeas , roti ta taxation unlees they are 
nora t han 95 peroent oJ' the aTerege ~rot1ta earned in the 
19)6 t o 19)9 peri od. Ther efore , i n a not her 1nportent reepeot 
t he pendina bill la i noonaiatent .tth tbe Troaeury ' e ole~rly 
announced purpoae. 

Some ot the reaaona tor t he Treaaury' e ooai t ion are: 

(a) The highly p roaperoua , well eatobl lahed oor~ora
t1on Wh loh baa been caki ~~g )0 , 40 , 50 percent or mor a on ita 
111YI8tod oapltal baa a greater ability t o pay taxes t h&A a 
corporation ~lob baa beell .. rntna only ' • 4l or S 11eroent 
on lta inTeated copital , &Ten t hough t he dol ar lnoomee ot 
tht t wo oompanlee are t he aame. Congr eeG baa eetabllshed 
the ~ rinolple ot taxation iu aocor4anoe wi t h abi l ity t o ?&Y 
ao t ar aa in4iY14ual tnooce, e st a te and girt t axes are oon
oerned, Tbe Treueur y a4vooetea t he ap~lloatlon or tbla 
prlnoiple t.o oorpor at1ona ae well o.o to 1D41 dduale • Taxa
tion ot oorporationa i n accordance wit h abil ity to Pl 7 ckl l a 
tor hi gber taxea on t.be ~roJ'l ts ot t boae corporations Wbioh 
heve t he h18her .. , .. ot return on i nTeated oa~ltal , 

' 
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(b) fta oorponUoa •tllall llu been at l ac a hip 
rate ot re~un ill t- perio4 ~ 19)6 to 19 )9 te gina, 
bt \he a:datlnc law, a -pftl\ln a4nDk l• OYer -ly 
or&aolza4 oonoarna or thoaa .trullllaa to aata~llah t h .. -
11ln • • T!la ol4ar aoJ'V07atlou wllleh han been M l'll111& 
hlcJ! prottu are SlYu a a\IOh craatar r ate of rot'IU'D tree 
ot uc••• prot1~• tu \baR are 'halr -r OOI!IjiR1\ora. 
'l'he etteot le t o oo:o.t1ftl IIODOpollaa • 114 to protaot wwll 
establlaha4 proap arou. bulo••••• o.&elut ocmll&\1\lon. 

1.44 

(o) It n are t o ~'all oluo.a ot -l.ty, 
t nol u41116 laboran all4 ta rcara , to aocapt the ... r ttioea 
or t.he • • rsaROJ 01Brio4 lUIIl 110~ to preaa t or nary '!Oealbla 
dollar or &dftllt&aa, t hey IIUt ba oollYiua4 tha~ IN.rdou 
ere ~elnc Uatrl~ute4 aocol"'il q to ab111t:r to bear t he: u4 
nat DO ooe 1a Galdq UJn"Maooably l ara• i>roflta . ~. t.
poal U oo 11114 eD1'orocaot of a tru. ueaaa prof its u z wUl 
:hua help t o ~raYent 1D1'latlOA. 

7al,htully youra , 

a/ Ranry llOJ'IaUt bau, lr. 

Secretory ot tba Treasury 

!be Prea14aot 

The 'lbUa Bou..a 

' 
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P ' NPLES Ol CORPORJ,ti0•58 ISCAPiliiO 

UCESS PRQliTS TAU§ 

145 

Tile way in Which the present l aw an~ the Committee ' • 
tentatiTe plan leaTe exempt large aaounta ot axoeas prorita 
ia illustrated by the followi ng aotuel exaaplaa, 

A. Attar pe.ying e.ll taxes e.n automobile oompe.ny mltde 
during the baao period yea rs or 19)6 t hrou&b 1939 ap , rox1-
oately 25 ~er cant . Pract ically el l (95 percent) or t his 
a:ount oan be earned ODd yet be tree rro. exeeae prorita 
tax under the present law aD4 Wl4el' t he CCliD:ittea pl e.n. 
In 1940 t he aarn1118• or thJ.o oonoar n , attar the payaent 
or t axea, will be apl)roxica t ely 26 percent or i t a lllTeated 
capital, Wl4er the p resent l aw. 

B. Tha eerninss ot a ~uutooturer ot traotora with 
nearly t50 Dillion or l nTeated capital aTeroged , otter all 
taxes , approxil:atel:r 18 percent or inTetted oapl t el durins 
19)6- 19)9 1 Wbloh aaount will be tree ot excosa protita 
tax under t he present law &D4 t he Committee ' s tent at 1Te plan. 

0. SlmJ.larly a company wb.i oh hao proot1oolly a monopoly 
on one or the ill,portont Deteru~e mottirlala bod eorninsa attar 
taxea during the bose period yeora aTer oging approximately 
19 percent or lts 1940 inTested oopltal, Wb i ob i t oan 
continue to enrn tree or exoeaa prorita t ax. 

D. A large 1110nute.oturer or beTarogea can cont i nue t o 
ea.rn tree or excess proti t a tax oTer 25 percent or 1 ta 
1940 reported equity capital. 

'fbue , large Ulounta or t he ldJid or prottta W!llch are 
CCIIt:!cnly defi ned a.a excesa protlta and were tax .. e.s aucb 
Willer t he 1918 Aot are tree rrom axcaaa profits tax under 
t he pra80nt l aw an4 the C~ittaa plan. 

J'Uly )0, 1941 
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••••• mw, o. c. 

ICr 4oar 11r, Pre alden~ : 

I no TOI"f grea~'4- surpriM<I to recetTO your letter Ott 11111 31 
ctlt1c1aiOC conoi.D toaturoa Ott tb.o peD41oc t u bill, 11blob our ' 
c..it\11 baa recen~l.y reponed to tba llouae attar more tban tbreo 
-tlla ot 110at caretul. 4al1bareUon ODd atll47, !be uttoro diaOWIM<\ 
11 TOW' letter ban all NCeln4 our .oat c.aretul eou14eratloD. 

Attor racel-rillg 70Ul' latter, I oolle4 a ueUnc ot tho Cc.alttoo 
tor ton o'clock tills moninc &D4 at tho~ tlllle I laid botore It tbo 
content• or your letter. !ach at tbe three Ut11:1a 1:11Bnt1ooe4 br J'O\l wre 
11•1n dhcuased, Then, by doolal'fO ujorltlea tho Ccoan1ttoa Toted to 
ruttlrm tbe action prevloully taken with reapeot to eacb qt tblln &D4 
ln.atn&ote4 me to ao advise you with the reaaona tharetor. 

Aa to Jla..nd.atory Joint ret\li'G.I, we a.n pleased to learn tbat you., 
u .. u aa the TreaS1JJ7 , appro•• Ott It in principle, Our Wbolo do a ire 
.., to place tho t•Uy upon an oqultablo baaie fl'COI a tax atlndpolnt 
..., ...,.., tho ao!al. t~ed ertl ot ~u ••oidence. fho niaUoc law pomHo 
• rW< 4hcrlainat1on in lao:rloc dittorent ~ueo upon two Mrried COUPle• 
tDJOflDI equal iDc.CIIIIa, •rel7 beoauae ill one ce.M the i.D.cc:.e beloQ&tld. 
111<1117 to one opouae aD4 in tbo other, to both, 'l'hia baa boon reoo¢zod 
by tba 'l'reaaury •• an ... u tor aany years and 1118Ddotory joint return.o 
ha" baa.n 0\1480ated b:y tho Treoaury on llo8DY occulona, Without qua.litl
utlon. t o remedy t bla situation. 

'lblle tho Tre&Sill"f s an bala~od approT&l ~o mandatory joint returna 
l.u tbo pandlna bill, ouch apprcrul w.a qualified 10pon tho condition t llat 
we couU11ue tbia 1nequttable t eatu:re ot existing law •• to • •roe4 inccae. 
Afttr oaretul conalderetlon ot tbo 1'reo.aury qualtflcotion, tbo CClDOIIttoo 
•• unable to oee ..,. J.oato in ta•oriDC a ttaily 1n 11blch bath opouaao 
Mnlad tho lncccna, aa &8"inat a t..U,. 11boro one opouao oarnod tho uUre 
-..t tor tho wppon ot tba t•Uy. 'l'hat wu the controUioe roaoon 
-,. tho CCID!tteo almost UDODimoual.y rejected tho Treoaury qua.litlcaUon. 
h ••• &plnat ntendillg opacl&l .. mod 1.nccao reUot to a taaily in 11blch 
both &PQWIOI contributed to tho I.Dc,_, I would be aurpr1M4 it an:yona 
li>Ul4 be In r .. or ot panalbln& tho t•ilY in 11blch tho huaband lo tho 
aolo bread-Winner 1.n tavor ot tho tall)' tlbon~ thO wlto olao drawa • oal
ary, Tl\ thla 11 nac~l.y 11b6t tba TreaaUI"f qualitloatlon would b&•• 
•ocompllabad u we bad pomitted It to 1>a lncorporot od ln our bill . Tho 
~atory jOint return propoaal ot tho pondln& bill Will not only ramo•• 
tho lcoqultloa and close o,_ ot tbo moot glari.D& tnocao tar loopboloa 
ot lllatioe low whlc.h are oepaolall.y pronounced in t ho c_....lty propony 
ttatu, but lt Will also rawl.\ In tho Oo,..naont aecurlna a441Uonal 
""'""' Ott .... than ~.000,000, Wbioll in our Judpent could cot be 
"load t- an:y other oouree wltb oo llttla bu.-don or bordablp. 

Rtterr1111 to tbe exceaa pratita tax p.roposal at your letter, our 
~ttoo recoanhed that tbore are dittorancoa or opinion •• to tho 
Pl'OPtr beae tor 118Bsuri.Jl8 exceaa prottta. 'ftala ~eation •• tborouahlJ 
4tecuaae4 betore the excess protUa tax was eD&cta4 last 70ar by the 
C..Uttao on Wa:yo &D4 Ileana tho c....uttoo on Jlnanco , end tba Concre•• · 
lt ... &pln tull:y dlooua..4 tbll year, Wben tho TreiiUI"f ursed tbe .... 
PI'Opoau , 'lltlioh tbe Consrooo bad 4ocls11'11)' rejected In lV.O , and oxtan
lho baarioea wore apln hold on thlo alll>joct. PoUowlna tho hoarinao, 
OUr ec.tttao &pin reru.ed to adopt thla propoael ot tbo Treaoury. Ao 
: rtalll t ot your recant aontoranco WIth 11r. Cooper and ,.yaelt, 1 &&*in 

!'OUcl>t tho uHor betore tba cc.a~uaa, Iotter caretully re•towtns tbo 
.,.j .. t in tho ll&bt ot our dlaouaalon wttb :you, 11t11ch ... tuil.y reponed 
b1 "' to - coll-a, tbo C-.tttoa &&*in ooo.-elalql.y rejacted tbo 
boaaury Propoaal, 
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lbUI a corpoHUo~'l N tYI'Il Oil 1D'ft8tl4 capital.., a t • l&r .. 1a 

,_. io.tU,:D.¢111 u4 th11 11 lapM1&1.17 \r\111 1a tbl oue at a bUlM• 

Wl>loh boo &rO"'' rna 0 blllllblo beclJIIIioc, n 4o .. DOt rouow the' wob
1
a 

corp01'1tlOD bu roall•4 ax .. ea protUo, Tbo 41ttlouUy Ia t ba\ IJi!Orl

tnc• hU CI.OWD tb.at 1D.Teetl4 c.apUal. 11 not a proper bua tor ... ,uri.Dc 

exeou protlU In Mill' •-•· Our rtu4leo aD4 tba oool"'lllalaloc ten~ 

f4 wltDIUI!IS bttON OUI' 0c.D1tttl bu CODTiDO~ U1 ot tbl UD4ea1HbilitJ 

..S l6tq'.llty of -·IIZ'lll& OX .... protlto by tbo OOlo otllDil&rd ot IDYOoto4 

capUil, tbt axperitaoa ot t hta •Uso4 1n thl l&Jt Warlcl t;ar aD4 u 1 

abu.dOJDU1t by torelp oountrila abow that it 4oea oot dlttraiM tba IX• 

outltt:ttel ot prottte ••n ""oublt wu. 

fbe major objeottono to thlt to~ of ta~tlon 1re att torth oc pect1 

23 IJd u or our ccmu t too Report, 

1 teel that no ono would bo 1ncl1M4 to favor tbo eorporeUon wbiob 

u-1 r.utoed lta oarDinp ove r e lone ptrlo4 ot Umo, aa egalut the 

corporeUo"l W!)lcb dhtrlb\IWd Ua I&I'U1ncs &Ad t hertbJ pe:r.Utld tbe 

Gote;maont to aecuro the iadl•ldual llOl'mel eJ.\4 w ru.xe·s ou 1uch tara.i.ace. 

Or to rnor the com,pe.D)I' 1111llob by obanct 'IIIU luoorpOJ'ated 1D a yair of 

btGb- 1'al~s, u cc:cp.lll"'4 •Ub • ccapaQ1 orgautzed 1D a ye.ar ot low Tall» I. 

Or to conelu4t that the pre .. at abarehol4ers ot a oorporatton haTe real11114 

u exeu• prot ita on Wlbat tbe original aha.reholdere paid tor their at ook. 

Or~ to ct•• reeoptttou to ractora ot 'P4'raonal ttt1c:teoot aa wtU •• 

ca-pUtl 1D detercini.ag tba meaa\U:'e of exeen protua. Tat 1t wu 4..o.c

atrett4 to our Ccm:dttee that not only tbeae but other 1nequ1t1e1 exJ.attd. 

WJ!er 1 atrat_Jht 1n•eate4 capital metho4, etch would. pr event aucb on ex

cep prottu 'U.;X t·ram. ope-rottaa falrlJ on tts. boala or abU1t1 to pa.y. 

to pl.ln1th tho sma.ll c orporation tn taYor ot tbe heuy or o•orcal)1'Ul1M4 

corpo.ratlou would p\Uliah consenetha corporation tln111101 ood reward 

atoct•'4.terlt~~. It would. put a ptD&lty on braiu, eo.ergr a.o:t eourpr1M , 

aDd contlm ol4 ••nturea to their 1DODOpol1ea. 

Our Committee btlieTet tbat t be exeeaa protlta tax plan ln tbt peo4· 

lag 'bill 1a tbe fairest Wblob could be daviee4, UDder tbt t x1at1D& l aw, 

UA: axeua prcrtita tax na e atl!lated to yield. tor the calendar year 19-&1, 

tbe: CIOWlt or $1,02&,400,000. Ala additiooal MIOUDt ot $1,199,300,000 11 

u ttut:ad from thie 10\11"01 under the bill, making a total J'hl4 ot 

J2,224,?00,000 rraa the exceaa prOfits t bx. When it 18 couetdere4 that 

U1b 1t t:be tint year U *ich tbe d.atonae proa.r- haa bttD 1D f ull optr

atioD, it 1t beltnl4 that we he.we prO'fUed: a very ottoctl'Yt exce .. pl"'tU.a 

tu tor prnenttng the retenti on ot u:n.reaeon.able protUs trom \ht cleten" 

P~. la teet, tt we h~ followed t be ortainal ~ccam.aclatiooa ot tbt 

'lhatu:ry, we -.oul4 ba1'e .. cure4 oalJ' ll400, 000,000 e4dtUoul re•toue trca 

the excua protita tax , anO 1t wo bod followed tbelt revi .. d propoeel, • 

_,uld: hue atcu.re4 on11 $716,BOO,(X)() t...a the exce11 protlte tax. 

In reg:a1'11 to poraonal exaD;)tlona, there were 10nral •eaabtrt ot tht 

CCI:Dlttte, tncludiDC -vsolt, wbo ware locllnod. to look witb tuor on 

hotdeataa tbe tu bue by re4uctns tbo per10n.al e:r-ttone aUowcl al.ncl• 

&1'!.4 urried persona. Roweter, the Treuu:ry rep.reaeotaUT .. tn 'tbtlr 

lppearuee bttore OW" Cocaittee wore etranuouely oppoee4 to tul1 rtd.ucttoo 

1= Pl'ttOUl neq>t.tou, ettlag tba riaiaa coet: of llTiAI 1Dd the burden ot 

htd4ea taxea on peroons 10 the low tncCIM groups to Ju~itJ tbelr •lew. 

VD4oubtt41J , tbla poeiUoo or the Trea1u.ry ha4 eaDO lntluoaoe VI>OD our 

ecttoa. I - IUJ'prlaed to l .. n t ba\ tour Yle .. &J"'t ute,soDJaUO to \bo .. 

txprt.,ed ao -.pbatlcally bJ' the Treaa\1.17 u the repl'l .. ot•tlvt ot the 

l~tetr.t ion. Tbe eo..tt:tee at t~• tOQD4 it tmpoa1i blt durtaa tbe 

OOID'n or u 1 l:learlDCA to r.coaoU.• tba teatiiiOJJ1 o1 d1.tt eren.t offlciele 

"P"'Mnttoc. tbrl t4aloi.stnt1on. 

lltb re1pect to that part ot your letter releUQS to bld4an toea , 

\Q Ca.atttet bill Mre M&rl7 ooat'oml t o 'C.be rl ... a.x:prtlted by you 

\baa the reo~ad.aUoo me4a bJ tbt TnaaUl'J Departat~t to our ca.utea. 

1bo 'l'nuury - - D4o4 tbat tbO c-•w• lo'l)' $1,246,!100 ,000 r rca 

tbh 10\lroo , Tbo bill u "porto4 by our C-.tttoo --· oaly 

a:, ,lOO,ooo bt eoUacie4 rrca azot .. • and otber •ltotllaneoue eourc.a, 

Ql 4110,100,000 ot tb4t ..ouat cu 1D oo _,. ~ t em.d o r clu"d u • 

hl44oo tu, 

14.7 
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1 l\lllal.t t o :rou, Mr. Preal4ellt, tlool ...,.,... ot our C~ttaa, u 
10u 11 tbat ot ll)',.lt , tor ta. paat •l&lat :rave u rt14aDCa ot our oeau. 
to cooperate w1tb :rou aa4 tba npre-taU••• ot :rou.r a4a111WratioD to 
tl>l tullaat axtaDt oou1etaDt wttb \be proper 41eob&rla ot our eol- obU
pUODI• 

NotblD& 1D t blo latter 1o 1DteD4a4 u a data~ or or &D apolos:r tor 
lht actloD, whlob wa ban tlllceD, but oDlJ •• 8D expl&DetloD, eo tbat :rou 
u4 tht CoUDtry may un4orat&D4 aCJM ot tile reuoDa tor our OODclua1oDI, 

Wltb great rea pact , I • 

SlDCorol:r :roura, 

R, L. Drcn.aabton. 

tbt Prtu14nt, 

The tlblta Bouoe , 

• 

.. 
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grriCI 01 GOtW IIIPOil2S l-.ll Jl, 1941 

lo. :l62 

11l2il!ll lll .Rllllll 
m PJISirm 

Pr .. i.deDt llooe..,.lt, bJ lhcllti.,.. O...S.r, ••tebl1aboocl c lcoaoal.c 
Dtfonlt Boud coaeiatSDc or Vice Preoi.d..,t llal.leoe, u <llla.1nwul til. 
Seont&:1 ot Stete, SecntarJ or til. ,..._..ur,, Seoret.u, or war' til. 
Att.oi'Mjl Geoar.U., SeoretarJ ot til. 1&17, SecretarJ or .&cricult..;.. SecntarJ 
ot eo-arce, aDd aucll .&litiCIIII&l -er• u til. <llla.inwul, witb ~ appJ'Oftl 
or U.. Preei.d..,t, &ball appoiDt. 

!be Preai.dect aaJ.d til. Board &ball be coo~ witb •t.~~. cCDduct, 
1.o u.. il>tereat or DatiCIIII&l det_, or 1Dter....t1CIIII&l ecCDC>aic actirttiu 
l.ocllrline tboae ralatSDc to «.<porte, iaporte, til. a~W...itiOD aDd diapoaitiOD 
or Mtariell and ~ti .. tz.oa forei«D CO\llltriU 14clu.iD& precllaiYe 
b~!.a&. tr&Daactioca 14 ten~ ncb&a&• aDd t oreip-oo"Dec! or toretcD
ccntrollec! prO~ o iDterllatioD&l ~U-te and UteDiiODI of crecl1t, 
ah!pp!.a& &ad tr&Daporteticn or coode UIOIIi co111tr1M, tho il>terutica&l 
upoct b or patect11, iDterllatiCJIII&l. c.->mic&tiOIUI parteiDSDc to c-ce, &ad 
oU..r tore1cz> eccoc.ic .attars. • !be Board aball parr ora til. tollo•1Dc 
dutiu and t\alctioll11 

~) Al:hiae til. Presi.deDt •• to ecOD .. ic dereDae •euw:eo to be 
t.lten or !111ctioaa to be pertoraecl which are o11ontW to til. e!foctive 
dt!enae ot the JatioDf (B) Coordinate the policiee &ad actiODe ot tho 
•••eral dopartolente &Dd qenciu e&n71Dc oD actirttioa relatiD& to ocoD<aic 
daton&O .. •I (C) De•elop 1Atesratecl ecoDOIIic def11110 plano &ad prosn.aa tor 
coordiAoto actioa b)' tho doper-to aDd a&ODCieo coocemec! • •• ; (D). -
inYt• t14:atiODa and eciTiaO tJI. PresitieDt OD tbo rtlatiODehip of ecoacaic 
dtttll ..... -.w:e• to poet-war ecoooelc recoutructiOD &ad oa the otope 
to be token to protect tho t.raa. poaitiOD ot til. ~ted Stotoo &lld to UJ*Uto 
U.-lthl!sbont ot .. uad, peee .. u. iAterllatica&l ec:Meelc relatiODahipeJ 
(I ) letift prnpoaed or exiatSDc lacialati.OD ralatSDc to or attectSDc ecoDoal.c 
do!eose ODd.,. recc•oad ouch .dditioD&l lacialatioa •• MT be ...ceo8U7 or 
d4oirable. • 

!be Ord.r atetea "!lie aQaiDiatroti.OD or til. T&rioua actirttiea 
rtlot1Dc to ocoaOIIic det- &ball r.aiD witb til. oeYOrel de~to &ad 
6i0f!Cill DOW cbercec! witb 0\Eb dlltial but oucJI ec!DiAiatratiOD &ball COli
fOrD to the policiaa toraul&tod or apprn...a bJ the Board. • In aclditi.OD 
to tbo dopart.eato &ad acaocia• repreoantec! oa tho Board, tbe followSDc 
tbtll d••ieDoto orticera • to rel!{!aeDt tb• dopartMnt or q111q 1A ito 
cootil>uiJ>& relatiOIIIhipo witb u.e-Board ... to tacUitoto ....tv ot actiOD 
tDd tbo muau. u.e ot .U.tiD& aenicee &Dd !acUitioa• • 

!be DepartMnto ot til. Poo t Ott ice, Int.rior, &ad Labor, the 
Fedaral Loo.n .&cenq, tJI. llaritiM c-ioai.OD, til. Taritt c..iaai.OD, 
Fldaral Tl'acie c-taoi.OD, Board or GoTel'DOl"l or the Fed.ral - 87at., 
Sec\rit.l•• aDd hcbena• ec-tuJA:a, •UoD&l INoWON fl•nnt.ac Boud, 
Dateo" C..lllicat.i.ODo Board, 01'11, orACB, ottice tor CoonliAatiOD ot Ccoa
DIZ<:iel t.DII Cultwallalat.i.ODo Se- tbe ~ Jillpli>licl, ,.,..._t 
Jotot IOOII'd OD Der- tbe lc!etntotrator ot Jl:port C..trol, D1Tia1.., of 
Dar .... w ..,....to "- eo-u-tor or w-u.. • ....s .- add.iu-I 
ICDDcieo .. tbe a;t.,;;;; .., ciatarDile. ------------ ' 

• 
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'!'his is the letter which 

the President apprond as the 

policy t o be followed in 

connection with exports and 

impor ts from Jep an. 

v~ . Acheson made copz 

of this available to llr. Folez 

and I lue ginn oopz to zou; 
~11 ; 'ihite and Bernstein. 

dwe 
BTRtOTLl ()OWl'ID . 

Ill. rotft 

• 

• .. 

' 
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TH£ UNO(R S!.CqC.TARY 0;. ST• Tt 

J# 1.51. 

WAS~INGTON 

, ~ J.u.., :n. 111n. 

1tr cS.ar Ill'. Pl'ee14entt 

4 rew appl1cat1one to license exports rroa tbe 

111\.lMd Stat&• to ol'aj)&ll have 'been -cS. ~I' the .;rapaneae 

rr .. ains 01'4er. A raw 1nqu11'1ea ~ e 'been -de regucl

ing t.porta rr- .Japan. Por tbe t1.ae being. tbe Poreign

PUncl& Control Co.aittee 1• bolcl1D6 tbeee a ppltcat1ona 

• lfbout action. It ..... duirable tbat to. CCIID1ttee 

&Del aleo tbe eJII)ozot "ontrol autborltiu be p:hen 1natruc-

tiona ae to tbe pol1c'f wh1on you 4ea1re 1t to follow. 

I au'blll1t tor your cona14eration tbe following atate~~ent 

or pol10'f· 

1. B.xporte ~ .Japan. !llan:r oategoriu or exports 

are &lread:r ror'b1d4en 'bJ tbe export control regula tiona. 

It 1a reo-ncle4 tb&t tbe ~orelgn !>\mel& Control COIDit

tee clen:r all appl1cat1ona tor t 

411 utiolu tbe exporta tion or wlt~cb h now 
prohibited 'b7 th& exietins export oontrola and 
auoh or tbe following products (or grMdes or t:rPe•) 
aa are not alread:r prohibited by thoae control•t 

Wood 

Tba Pl' .. 14ent., 

'l'be \tlb1 M Bou.ee • 

• 
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Woo4 pulpJ 

.. tala aD4 -.nuraotUNaJ 

ll&ob1twJ'7 ud nb1ol .. 1 

RWI'ber aD4 manurao t\11' .. 1 

Cbaaioala and related produota except 
oartain produota auoh aa aoae pbal'lll&ceutical 
preparation&, at oatara, to be apeciriad 
at'tar .turther a tu~, 

• 

1bt abon liat inclucSea all c-ditiea 1n mioh 

t!Mre ia ~ aubatantial trade ex.oapt cotton and petro

la- produota (tbt latter beina cSea1t with ba1o•l· Ill 

nooe of the 1t ... 1n t.be 11at 1a tbare IA7 lara• export 

at preeant. Raw ootton exporta baYa •••raged e out 

$600,000 per .onth 1n tbt firat dx aontha or 1941 aa 

aaa1nat ali&htl:r o••r $t,ooo,ooo per aonth average in 

1938. 

It 11 reo~ded alao that aot10D a1a1lar to tbat 

outl1nad abo••· be taken at once b;r tba expor t cHntrol 

acla1n1atrat1an, eo tbat ita aot1on •:r oontora to action 

taken ~r tbt trees1ng orcSer. 

a. !'P"rta !!:2!! l!l!!!• It 1a raoc.MncSed tbat no 

11caneaa ba granted for ~ortat1on or ailk or ailk 

produote. Thl ailitar:r autl:lor1t1ea intol'ID • tbat t!M;r 

have no naad for f\ll'ther a1lk laporte • Should tba t 

a1tuat1an alter, pol1o:r oan ba ohan&ad ~diatel:r to 

IMat auoh liD altered situation. 
It 

1.52 
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It 1e alao reo-Ddad tbat p\U'obaae or gold rr

Jap&n 'be diaeontinued. 

I t 11 dou'bttul whether applicat i on will 'be made tor 

any au'bat&nt1al tmporta troa Japan other tb&n a1lk. 

Should auoh appl1oat1ona 'be m&de, it 18 reoo..ended tb&t 

they 'be acted upon depending upon tbl aat!.m&tad need tor 

t he produota inYolnd 1n tbo United Statu . Prooeeda 

tro:r1 auoh i.Qporta, it any, can 'be made aYalla'ble tor the 

pa711ent or auob exporta u are perwtit tad. 

153 

3. Petroleum Produote . It 1a reoocm.ndod tb&t action 

hore iaeue t ram the export control autborit1ea on the 

baa1a or national detanaa needa. The acti on recommended 

la thl 1eeuanoa ot appropriate direot i't'ea and thl reyooa

tlon or outatanding apeo1t1o and ae neral l1oen••• to pro

hibit the exportation, except to the dr1tieh ~ire, tbl 

flutern Beaiepbera and to n&tl.ona realatl.ns a66J'esa1on, 

ot 

O&aol1ne &'bo't'e a apao1t1ed Qu&l1ty and 'beJond 
a epeo1tied quantity (nor.&l 1935-36 aaount); 

Lubrioatlng oila &'bo't'e a apeo1t1ed qu&l1ty and 
'beyond a epao1t1ad quantity (nor.al lg35-36 amount); 

Other patroleua produote &bo't'e a apao1t1ed 
Qu&l1ty and 'berond a apeo1t1ad aaount (normal 
1935-36 ~unt). 

(Spao1t1oationa to 'be auoh ae wil l preclude 
ehlp.ant or gaaolina or olla capable or uae tor 
adatlon gaaoline and tbl high fade raw atoclu 
aulta'ble t or their .anuta oture. 

• 
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'l'be PoN1p Plm48 CODtrol C-s.tt.e will OODtimM 

to bold w1tbout aot1on appl1oat1one Nlat1D& to petro

leum elq)ol't l tl'oa tb8 tinitod 8toto1 and 1ub1equezaU)' 

SJ'&nt l1oen10a ~1' tb8 tl'eea1D& 01'~1' onl7 1n aoOOI'd

anoe with tM pol107 to be 1n1t1atod b7 export oootrol. 

Bol1en -

I 
.J- -

./ 
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July 31' 194.1 
10:30 a.m. 

RE AID TO BRITAIN 
(Conference held in }{r . Bell ' s offioe) 

Present: 

lffi, BELL: 

Bewley: 

White: 

Jlr, Kadea 
Jlr, BI"Own 
}{r, Cochran 
)(isa lls tler 
l(r , Chance 
l(r . Childs 
}lr . Keyes 
}lr. White 
Wr. Bewley 
Wr • .Archer 
}{r. Robinson 
}{r, Hicks 

I thought possibly we might have a meeting the 
first of the week with the Secretary. Kaybe 
we had better discuss tor a aoment the agenda 
ot th.a t aeeting. 

One would be payment tor u.s. purchases ot raw 
uteriala tr011 sterling area in advance ot 
ahipaent. I would like to have you gentleaen 
ooa~ent on this agenda and add anything to it 
tor discussion that you can. 

I don • t know 'llhether the Secretary would be in 
a position to aay much about that. 

Well, we have got a little. You remember, 
this was in the aemorandua you lett with us 
last week. We have explored t he aatter a 

155 
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Bewley: 

Whiter 

Bewley: 

White : 

- 2 -

11 ttle 'IIi th the head of the V.tal Reurn 
and the others, and Vr. Clayton would be "'1181'7 
glad to sit down with you gentlemen and to 
re-examine the situation and aee what can be 
dona with mica and other things. 

He is a little bit dubious about the rubber 
because they are doing, they think, as much aa 
the1 can, but they are not sure, and they are 
'llilling to re-examine it. 

!low, with respect to wool, which we can lap 
in to that, although it ia a aeparate itea, 
he thinks that there might well be a proba
bility - a possibility o! their making soae 
substantial adYanoea against cotton which you 
han here 

Wool. 

156 

Excuse me. That ia, it wouldn't be a purchase 
but !or your purpose. it might be equally aatis
!actorr. 1 don't know that the tel'llls are set, 
but he would be prepared to diacuaa that. 

!low, he seemed to think that you hed only 
about - he was speaking offhand, but he 
thought it was onlf about twenty-!iYe aillion. 
1 t waa our i.Jipreas on it waa soaething closer 
to forty aillion, either there or on the water. 
!low, __,be you can !ind out approxiaately be
fore 70u see hia what it ia, and it would 
be - it aight be helpful if you could see 
hia before the aeeting with the Secretal'T• 
He aaid if you would call hia up he would be 
Yerr glad to go oyer the matter with you. 

Where ie he' 

He is in the Departaent o! Comaerce. You haTe 
neYer done business with hiaf 

• 
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Bell: 

Wh ite: 

Bell: 

Vlhi te : 

Brown: 

White: 

Brown: 

IVh1 te: 

- 3 -

At Fifteenth and H. 

Suppose I make an appointment for you with 
him and call you up, just the first time 
At that time you will discuss both the • 
possibility of extending purchases f .o.b. 
and the possibility of getting some form 
of a loan on the wool that is here and maybe 
that would make a fairly substantial amount. 

Proposalto Lend-Lease Caribbean sugar. 

Wrll, that is another item which 
was left here, and I take it that Yr. Brown 
might want to discuss that further • . Have you 
given that consideration? 

Yes , sir, we have, and we have talked to the 
Department of Agriculture about it, and 
I understand Mr. Wheeler has talked to the 
Bureau representatives in the Food ~ommission, 
and it was pointed out to them that sugar 
is a very touchy item in our economf. It 
might be a wise thing it any requisition 
for Caribbean sugar would be held in the 
banks until after this appropriation ?ill. 

~ell, I can see where sugar is a touchy sub
ject when it comes to a question of lowering 
auties, but we are importers of sugar. 

That is perfectly true, eir , but --

And I can't quite see why Agri culture is con
cerned with the problem from their angle. I 
can definitelr see why your group might be. 
That is, it ~ght be a question of establishing 
a new - -

(Mr. Bell and the reporter were called to t he 
Sec re ta.cy' s office ) • 
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Childs: 

Robinson: 

rute: 

Childs: 

Kistler: 

1lhi te: 

Childs : 

Kistler: 

White: 

Robinson: 

Childs: 

-. -
J.Dother 1 tem we hATe been leaning ney heaTill 
upon ie the capital faoilities which ;rou 
(Robinson) lrill report on thia morning. Are 
;rou getting stuck again? 

Just getting bogged d01111. 

ihlch one ia that? 

Capital f«cilitiea. 

'fbe flft;r-tlro million, ia that the one? 

No, thla tlrent;r-one of plenta taken OTer, tnnt;r
one and tlrent;r-two and--

'nlat ia the one that h bogged. 

Fitt;r-tlro. 

Wh;r la it bogged now? 

I thi nk the difficult;r at the moaent ia that 
the Defense Plant Corporation oan•t work out auf 
urangaenta lrith the 'far Department for a take
out. 'l'hat h what I gathered at the Detenae 
Plant Corporation thla 1110rning. !he di!!icult;r 
ia that llr. Jones and hie people are not sUl'e 
that the;r lrill take an agre•ent bT the il'IIT to 
take out defense plenta when, u, and if thq 
rt appropriations . The{ llq be nntlng the 
~ to agree to take ou eoae of it, at least 
out of exlatlnf appropriation• which the J.rlq 
eq thq hann t rt it . !hat h &I nearll 
ae I oan ur!Te a it. !f~entll the other 
dlffioult;r h that - I t the other diffi-
oult;r 1a that noboq in the J.rlq - the s1111 
thing )(r, Br01111 mentioned, thq are not push-
ing It. 

It waa reall111'11T and not Defenae Plent then? 

1.58 
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Robinson: 

\'Illite: 

Robinson: 

'lihite: 

Robinson: 

'llhite: 

Childs: 

White: 

Robinson: 

White: 

Robinson: 

l'lhi te: 

Robinson: 

- 5 -

I think the Defenae Plant ia going as fast as 
they can subject to whether lfr. Jones will be 
willing to accept this contingent take-out. 

That applies to the item of fifty- two, does 
it? 

That 1a right. That group of eleven. It III8T 
be all lumped together. 

Eleven itmas totalling fift;r-two. 

They total about seventy-eight or aevent;r-n.ine, 
but we put down fift;r-two ae being the probable 
coTerage value. 

That ia fift;r-two left, with the understanding 
twent;r-one baa alread;r been proTided and twent;r
two is about to be proTided. 

That 1e machine guns. 

No, eight is machine guns. 

I think th.a t your i tm--

You see, it was ninet;r-five altogether. There 
1a twent;r-one which was i roTided, and then the 
break-down we have here e that twenty-two was 
about to be provided and filt;r-two was likel1 
to be provided. 

Well, the fifty-two that i s likel1 to be pro
Tided is a net figure, I btlieTe, af ter takiqg 
out probable deductions, the actual coat being· 
somewhere aro~d seTent;r-fiTe. 

Then the twenty-two 1a reall1 part of the 
fift;r-two? 

No. 
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Childs: 

Robinson: 

Kistler: 

Robinson: 

Olilds: 

Kistler: 

Childs: 

White : 

Robinson: 

White: 

Robinson: 

White: 

Robinson: 

White : 

Robinson: 

- 6 -

The twenty- two 1a machine guns, isn' t it? 

I think so, I don't know what that is because 
we he.ve got--

Twenty-one is the twenty-six minus five. 

Yea. 

Twenty- one is Tennessee. 

What about New Jersey powder? 

That is fifty-two. 

Then you think the twenty-two ia machine guns? 

That is right. It he.s come back. 

Then twenty- two is maohine euns, and it is 
proper to ~ it is about to be provided. 

That is right. 

Then the item you are now speaking of is the 
fifty- two million which is bogged down, and 
you se.y it depends on Jones or on the Armf? 

160 

I think it depends on Jones and the Ariq getting 
together. 

Well, it Jones is financing it, wb¥ should the 
~ be concerned? 

Because Jones is onl7 financing it - this is 
all indirect from what they tell me - but he 
is onl7 financlng it provided he can get a 
proper e.greement from the Arrey to take them 
out of Armf appropriations when they get it. 
~be he won't take it on such a contingency 
but only on the contingency that pe.rt of i t 
they will agree to take out. 

• 
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White: 

Robinson: 

KAdes: 

Childs: 

Kades: 

l'lhite: 

Kades: 

White: 

Kades: 

Brown: 

!tades : 

Brown: 

Kadea : 

'llhi te: 

Kadu: 

- 7 -

I see, and that is why the7 are reluctant to 
come together. 

Yea. 

Of course, I think that ia understandable on 
the part of the War Department. Wb,y should 
there - their position is, wbf should the7 have 
to bail out the Defense Plant Corporation. 
ThST have got funds. 

The Defense Plant Corporation does this as a 
matter of habit, I understand. 

But it seem4 the War Department is reasonable. 

Which means that the other ia not quite as 
reasonable. 

Yes . 

Then it is a question of working on Jones. 

I think so . 

I didn ' t understand the Defense Plant Corpora
tion finances llD1 plants without a commitment. 

That is right, which seems to be some reason 
for it. 

The7 are a financing agen07 rather than one 
actualq buying plants to keep. 

That is the wa1 it has been set up, but 70u 
would never gues~ that from looking at the 
statute. 

The7 have so interpreted the statute, but the 
statute is susceptible of other interpretations? 

No, i t is merelT a polio7 b7 Jonea. 
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\\hi te : 

!Cades: 

White : 

!Cades: 

llhl te: 

!Cades: 

lhite: 

Kistler: 

Cbilda: 

Y.hi te : 

Brown: 

Whl. te t 

IChtler: 

ihitu 

Bell: 

'fllte t 

162 

- 8 -

Which seems to be cont rary to the statutet 

Sure , but it is his policy and it aeama to 
me the War Department hae cooperated with it 
a long wq. in the paet in being willing to bail 
him out . 

Who is it that you talk with thet - -

Jones. 

Jones hiuelft 

On this ou. 

well, then we will so report that to the Secre
tary and see what happens. 

wr . White, going through the rest of these 
figures , did someone say forty-one million of 
the contract subsequent to Karch 11 is uncer t aint 

Most uncertain of the lot, I think. 

Sometime earlier, Kr. Brown, did you aay you 
would ascertain part of that forty-one? 

The list I had included solilfl !or airplane train
ing in private schools, but Mlaa Kistler t ells 
me that - there was a reTised list later 
which we do not have. 

So that forty-one then ia all right. 

We checked yesterday and the forty-one ia a 
correct figure . 

Than what about the thirty! 

(llr. Bell returned to the oollference) . 

That ia definitely settl ed, ia itt 

So their suggestion ia to postpone thia until 

• 
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after the appropriation. 

Then it ought to come off the agenda for Monday. 

I thought it was something you might want to 
report on. 

O.K. 

Now we.are d~scussing t his question and to 
aummarue br1ef~ what Mr. Brown had to report, 
i t was that they now are a li t tle bit more 
hopeful about some portion of the items which 
they had considered originally. They are hope
ful now of about forty-five million on tanks 
and forty million on airplanes. They think 
they might be able to take it out . But the 
A~ is reluctant t o do so without a directive 
from the President, and the{ are going to re
quest the President for a d rective. 

That is about in line with your conversation 
with 1!cCloy. 

Yes, I checked that again this morning. 

And we were just- -

1'/e were talking about that Defense Plant, the 
capital facilities. 

Yes, and there is this other point. This item 
ot fifty-two million dollars which remains on 
possible take-out of ~lant facilities has sim
mered down to a quest1on between Jones and the 
A~. Jones doesn't want to finance those 
plants unless the A~ will buy them back 
from him out of their appropriation. The 
Armf is reluctant to allocate any of their 
appropriations for such a purpose. Mr. Kades 
suggested that that policy whlch Mr. Jones 
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baa decided,upon of not acquiring plants unless 
they are gc1.ng to be repurchased ia his own 
policy which he has established which seems to 
be contrary t o the int ent of the act under 
which he is operat ing. 

With a definite commitment from the Ar!Jv on the 
plants that he has taken over. 

·He gets a regular contract from the !rrq as 
though it were an outside organhatio.n. 

He did that with the Tennessee powder and all 
those ether things? 

That is the general policy, is to get a firm 
commitment. In fact , he requires that the 
~ place orders in the amount of two-fifths, 
I think. Originally it was three-fifths, and 
it was later reducett to t wo-fifths of the 
amount that he is advancing for the construc
tion of the plant so that he is sure of get ting 
two f i fths back; and, if there are any orders 
later placed, he is sure of getting whatever 
additional orders are placed back. Now, in 
ao far as these plants are concerned, he is 
applying the same standard, and I suppose the 
w-ar l>epartment is reluctant to go along with 
the feeling here that the War Departnent 
probablf was being stubborn about it, but it 
seems to me they are justified in being stub
born. 

When Congress me.kes an appropriation to the 
War Depar tment for the acquisition of capital 
facilities, i t doesn't intend the War Depart
ment to use that appropriation to reimburse 
the Defense Plant Corporation's expenditures, 
but that is the policy that has been estab-
lished. 

But Jones doesn ' t want- -

161.1 
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The7 did do that very thing because Jesse was 
holding the bag be!ore Congress ever appropriated 
the mone7 !or the plant !acilitiea, and the7 
did it wi t h the understanding that he would be 
reimbursed when he got the - when the War 
Department got the mone7. 

He is a banker and that is all. 

But the Defense Plant Corporation ian•t the 
RFC . He is treating the Defense Plant Corporation 
as though it were a banking organization 
rather than an organization to construct and 
lease plants. 

Well, the7 are one and the saae organization. 

He could han done nerrbing that he is doing 
without rowers - withou the Defense Plant 
Corporat on, and I think when they created the 
Defense Plant Corporation it was thought that 
he was going to acquire capital facilities. 
The Government was going to own armament plants 
and l ease them to private concerns to operate 
!or the benefit of the War and MaTT Departments. 

He takes the position that he doesn't want to 
acquire uq plants if the War Department won' t 
pa7 hia back for thea. 

That is right, 

He mAT take that position on the grounds that 
it the War Department doesn' t want it, then 
the7 are o! no use to hia , but that would seea 
to be contra.ry to the view that the War Depart 
ment is merel7 taking the position that it 
deean• t want to use funds which are appropria-
ted to it, that the plants m&7 be perfectl y 
desirable for America to have, but that is no 
reason wb7 the7 should take it out of thei r appro-
priation. 
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Beoause the7 don't want the pl&nta. 

It the1 don't w&nt the pl&nh, wbf should thq 
be built, on grounds o! gener&l 811tr~o1 and 
so forth, which is where the De!enae Pl&nt 
Corporation steps in &nd S~Js, "We will take 
the rap. Congress h&a giTen us that tunotion.• 
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0! coUI'se the W&r Dep&l'baent h&a to cert~ 
be!ou Jones will agree to &n1 ot these things 
th&t these plants ue neceaaaey !or the national 
defense, which, in effect, leaTes the 1r1f 
holding the bag on the th!ng because thq 
han aa.id, "We need th811, • and the De!enae 
Plant a~s, •rt fOU need thea, fOU c&n take 
them onr . 

ind the ArmJ &&fs, "Well, but we don't want 
to use our appropriated funds. We haTe got 
other purposes !or them.• 

Are fOU using the full capaci~ o! these 
!aoilitiea? 

No question about it. 

I waa sillplT sapng I thought the War Depart
aent •s position was not unreasonable because 
ot the general feeling that it was the War 
Depart111nt being unreasonable. It aeeu to 
me there is a0111thing to be said on both aides. 

So far as that part ia concerned, these orders 
we han will be runn.ing out fro• time to tae 
and undoubtedlT will be replaced in IIIIDT cases, 
it not all, bT Lend- Lease orders. 

So it will han to go through the W&l' Depart
ment then. 

Tea. 
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To digress for a second, the Secretary sent 
back a message - he has been awar and just 
returned, and he wants to send his regards 
to all those in this meeting. Well, is there 
anything further you want to add to that? 

16? 

No, just the idea whioh I expressed first. 
If you are going to put this up to the Secretary, 
I think it would be better to get this ironed 
out in the meantime. 

Can we do that right here? Do you han the 
information? 

I don' t know quite what the figures ·and pros
pects are. 

I wanted to get them and then balance them off 
against Purvis' needs, you see, the way we do 
with Brown. 

Would you have that ready on a sinfle sheet if 
possible, what the specific situat on is, if 
you could get that to us as soon as you get it 
completed. 

ill right. 

They ought to add to th.is title too that facil
ities .item. 

Defense plant. 

And facillties. 

Isn't some of the appropriation appropriated to 
expedite production, including the facilities 
used, to bail out the Defense Plant Corporation? 

I don't know. 
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It would be interesting if we could get the 
figures on the aaount of the appropriation 
made to facilitate increased production, 
You are familiar with that appropriation 
which waa made in the War Departaent of ao 
m&n7 million dollara to facilitate increated 
production, including the aoquiaition of 
facilities. How .uch of that ia ear.arked 
to bail out the Detente Plant Corporation? 

Well, we wouldn't know, 

Well, that would be in Accounts and Deposita, 
wouldn't it? 

!fo. 

Because that would --

Not it --

That would show the picture. 

168 

If that authority is giTen to the Secretary 
ot War and Secretary of IfaT7, it wouldn't be 
upataira at all, It would be in a l1111p sua 
appropriation, and the7 would do 1t on thei r 
own books, but if the Praaidant had it allocated, 
then we would get it. 

'l'he Bureau of the Budget would know, wouldn't 
it? 

Yea. 

Couldn • t we find out from aoaebod7f 

Yea, juat ask Lee Martin. !11 right? 

Transfers of Lend-Lease goode to c-rcial 
distributors. 
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Well, TOU are going to have a aeeting on that. 
That came up in another connection. 

We are having a meeting this afternoon with 
Cox and Philip Young and )(aolt on that . 

~ prelillinar{ impression is if he had &n1 
points it wou a be on the one, two; three, 
four, and five on page two, 

Have fOU got a copT of that draft letter? 

Yea. It was sent to Kr. Purvis . 

I see, We haven't got the draft here, have 
weT We have a COPT• but it ia in the office 
getting t7Ped or duplicated, What page - here 
ia one. 

Two. ~ prelillinar, impreaaion ie that it 
might be if one or two of these one, two, or 
three, or four, or five might possibly give 
rise to some di fficultiea. I don't know what 
the details are at the present stage. 

It is a pr im&rT operation. 

It ia just a question whether Number four, for 
instance - the extent which the Govern~~ent baa 
exercised ita authorit{ over purchaser• and 
the price of - just po nta of that sort. 

I think what was intended bT that is aore or 
leas what kind of regulatory statutes should 
be adopted. 

Yea it was. I don ' t imagine there is an,.thing 
really between us . It ia rather a question of 
putting it into words . 

I understand there ia 10111 diacu11ion of this 
also going forward right now in London. 
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It haa been sent over there, baa it' Or rou 
mean just the matter? 

Just the matter, not this particular draft . 

Oh, rea, I see, 

Thompson and lernes, you remember , have gone 
back now. 

I understand in connection with that distribut
ing thing that some connraations had been pro
ceeding between the Federal SUrplus Com.odi tiea 
Corpor&tion and the Food Ca.iuion, and I won
dered whether those resulted in any kind of 
a memorandua or --

About methods of distribution? 

Yea, 

I didn't know that. I know that this letter 
is being considered, 1 didn't hear about the 
ueting. 

If you mention a few of the ngea I could 
remember thea. 

Buttendon is one. 

Yea, ·I just thought that aoae ae110randua or 
aome dete~nation had baen arrived at which 
ld.ght be useful to ua. 

You 1111an on distribution? 

I just heard about it in an unofficial war, 
ana it • ., not be t:oue. 

You aean with llllo Perkins? 

Yea. I thought it .Ight be helpful here, but 
thia h pure ruor. 
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I 8111 completely ignorant of anyaemorandwa 
of the sort. . 

This is generally the lines we have been fol
lowing heretofore, fortunately, and does follow 
i nstruct ions which we have ourselves issued 
to the Commission, so very closely that there 
is no substantial difference. We are not 
go~ng to have to be revolutioni&ing the 
thing. 

Can anything be done to unfreue that position, 
because we are i n the unfortunate position 
that there is a lot of shipping becoming avail
able in August and valuable time is being lost 
i n Procurement on these things in the time 
of getting that stuff aboard the ships . 

That is what we are trying to do this afternoon. 

I would be very grateful if something could 
be done .• 

These particular cases of the agricultural im
plements and timber? 

Yea, and a nwaber of other• that have go.ne in 
since those. 

I should like to return for a mOilent to the 
sugar thing to clear up what I think is possibl7 
a ml.aunderatanding of the Canadian-American 
agreement. There wu some mention in your 
memoramdum that you felt that part of that 
sugar which ~oes to Canada might be under that 
hundred mill1on dollar allocation of funds . 
I think it fOU will read your own memorandum 
.._...._o.pl81e1 it, which is a description 
of the Jb'de Park arrangement, that it would be 
verr doubtful whether t hat wae intended to 
appl7 to that category of goode at all. 

1?1 
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What it refer red to wae that the hundred 
million dollars mi~t be expended on goods 
going from the United States to Canada for 
materials entering items shipped to Britain 
when the material was not identified. I don't 
think ;rou would include sugar under that oate
gor;r at all. In other words, it intended to 
appl;r to items Which were either such small 
parts or which through the processing lose 
their identit;r, but which was known that it 
went to the U.Jt. , whereas that sugar that would 
be going from Cuba t o U.K., if some such 
arrangement were made, would not be of that 
character at all . 

But there were two classes i n the Hyde Park 
agreement, as I understand it. There were 
fi rst, the identified blocks and then there 
were a hundred millions of unidentifiable stuff 
which does go to the U.K., but which ;rou can' t 
find out what the;r are, and as I understand 
it, the;r were not to be brought under Lend
Lease, but a hundred milli ons dollars of other 
stuff used in Canada was to be substituted 
for it . 

That is correct . 

Yea, what Canada would have to bu;r !roa us 
for her own war effort -well, whether it 
would appl;r to foodstuf!a ia what I aa raising. 
I thougbt it would appl7 to her own araaaents, 
and so forth. I thought that was t he interpre
tation. But if ;rou are correctl;r assuming 
that it would appl;r to an;rthing that she llu;rs 
from us --

I thought it was intended to appl;r to defense 
articles, and I thought sugar was a defense 
article. 

I see. Well, aa;rbe. Then that can be dis
cussed later. 

1 ... , ,_ 
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Anyhow, that ia --

Yea, for the moment it is gone. 

But this point of Mr. troher•e, you say you 
are going to di scuss that this afternoon? 

We are going to talk with Young and Cox this 
afternoon on the matter, 

Base coats in Iceland. Anything new on that? 

Yell, we tried to get the Chief of Naval 
Operations to ask the President for an alloca
tion of two million four out of his amergency 
tund to take care of that item. The Chief 
of NaTal Operations says he doesn't want 
to do it . However, it seems to us that that 
is an item which would come under the Lease-
Lend. Assuming that you have got room for it 
in your - you would rather have gotten some
thing else and that we can probably take care 
of it. Whether we do i t --

As a Lend-Lease item. 

Then that is a decision --

The Chief of Naval Operations aaya that the 
facilities which are being constructed in 
Icela.nd are very 1111ch greater than we can 
ever want, and that they are primarily 
designed for you, and that therefore he 
doesn't want to use his funds for that , 

~e can Lease-Lend them all right if the 
British l'l&nt to . 

!e that something that is being done , or is 
that money that lias already been spent? 

1.73 
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Well, the British had sent a check to the 
NaYy for two million four which ia still being 
held, and our thought waa to aee if we couldn't 
give it back to thea. 

That was only part of the over-all coat. That 
was labor. 

Wall, we have alreaa, given you ten adllion 
five of Lend-Lease funds . 

The t wo •illlon four 1a the only item in 
queation'l 

That is right. 

And that ia a decision which they will have 
to make? 

If they want to put in a requisition for that , 
we don' t aee wh7 we can't take care of it. 

Wasn't that requisitioned oncef 

It was turned down before the occupation of 
Iceland on a policy question. 

Then you might have an an ewer to that either 
one way or the other before the meeting, ao 
if 70u don't want to include it --

Yea, I hope to answer it. 

We have got on this agenda, the deferaent of 
pa1JIInts due France. We will have to do some 
more work o.n that. We uy be able to discuea 
it a little later. 

Requisition progress dur ing the week. AnTthing 
on thatf 

Do you have any of the requlaitiona? 

17'4. 
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I haYe some sheets to submit here. 

Before we go into the requisitions, have rou 
gentlemen anything to suggest for this next 
meeting with the Secretarr in addition to 
what we have? 

I can' t think of anything. I ns going to 
suggest the payments to France, but rou say 
rou have it on there. 

Yea, but we have to do some work on it over 
the week-end. 

It all depends on certain developmente . 

Gin us a ring llonday morning aa to 'lliiether 
you have anrthing additional to go on the 
agenda. 

Mr. Bewley, I have already taken up the question 
of the French ships which you mentioned to 
me. 

Oh, yea . That isn't necessary to bring up 
now. 

Kay I ask one question before we go i nto the 
requisitions? 

Sure. 

In connection with the transfers of Lend
Lease goods for commercial distributors, 
your question, )lr . Archer, related to the 
Lend-Lease Administration, a• I understand it, 
and not to the Procurement Division, is that 
correct? I mean, we haven ' t any requisitions, 
have we, which haven' t --

They were sent down to the Treasury Procurement 
Dilision for distribution on them and then 
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the7 were sent back to the Lend-Lease tdminia
tration because eoa. ot thea were queationa of 
polio7. The7 wouldn't proceed. to• procure them. 

Without a clearance from Lend-Lease? 

That is the Whole point. 

We were notified of their being turned back 
but the iiscusaiona woUld proceed to aee if 
it was possible to find a wa7 out. 

1.76 

The whole point is th.at the shipping is becom
ing available in August and it ia verf neceasar7 
to get the goode tor them • 

.llld the7 were put through in the groon which 
we understood it was the W&7 - -

Ae we understand it, and it waa aubatantiall7 
this detail on here. 

Just this other point of africul tural imple
ments, that the7 have got o be got there for 
the fall work. 

That ia right. 

otherwise the7 are not auoh good until spring. 

That ia right. we will aee it we can get 
a decision on that. Aa a mat ter of interest, 
are there a lot more ahipa available in AU6Ust 
than 70u first anticipated? 

Yea. 

Or are 7¢U replacing some other material? 

No, the - a large tonnage is becoming available 
through Maritime Commission taking over a_ lot 
ot these :'J'ench and Italian and Danish ahipa, 
which had been interned in u.s. porta. 
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The reason I asked, the Secretary of ~ricul
ture told me the other day thatJou ha<l in
creased rour requests for agric tural products 
from about a hundred thousand tons to three 
hundred thousand tons •• 

About two or three hundred thousand tons of 
shipping have become available. 

I see. 

Which we didn ' t knew about until just a week 
or so ago. 

There baa also - -

That is good news. 

There is also at least temporarily a rather more 
favorable situation in the matter of handling 
them. 

I see. Yea, the sinkings have gone down in 
the last few aonths . 

1:77 

It is an improving picture, but it is still grave. 

And rou can work your docks eighteen hours of 
the da71 almost. You can get a quicker turn
aroun.d. When winter co111111 around we shall haw 
to slow up, because there will be lesa darlight. 

You make ha7 while the sun shines. 

Hitler has apparently got ul hie bombers 
bombing the Russians. 

That is prett7 good news. If be can' t bomb 
two fronts at once, he must be either short of 
planes or men. 

They are spread out so greatly. 
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Yes , All right, do ;you want to go over these 
no'd 

I don't think we ought to go onr them unleaa 
there is some question, 

There are two I would like to ask about to 
make sure, They are on page two. They are 
the only two big ones. The fir st one ia the 
ferrying . There is two million eight hundred 
thousand dollars which was suggested tor that, 
The posi tion, as I understand it, is that ;you 
were going to proTide ua dollars tor these 
terries as tar as you could, but the decision 
was that you could only do so properl{ for 
American plants and not tor Brit ish p ants. 

That is right, and anythi ng connected with 
American plants like personnel, maintenance, 
supplies, and so forth . 

I can take that as a definite decision? You 
do draw the line on thatf 

You see, under the statute we have got to have 
a defense article, 

I see. 

The wa;y the statute i s set up, i t has got to 
come through our Gon I'IUIIen t , 

Is this two llilllon eight - -

We can give you the f reight on something bought 
here, 

Two million eight is the coat of ferrying 
British planes, and the rest ia the coat ot 
ferrying American planes. 

That ia right, 
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Waan' t there IOU question that that lllltht 
be - it the7 wanted to tranater the title 
to that it could be regarded aa Aaerican 
planeef Doee that applfln thia toof 

No. 

That related .erelr to the taxeaf 

We were talking about tranater of title tor 
tlrlng out of California. That aatter has 
since been adjusted. 

You .ean rou are not going to tranafer titlaf 

No, that was to aToid sales tax, rou see. 

You alght use it tor this too. 

Sure, it would be tine tor this if a gratuitr 
came to it, but the oa.panr decided that ther 
would be taxable. 

Who deoidedf 

lll the coapanlea. Still, 1t we could worlt 
out a sratea of trandering t1 tle in Califor
nia 1t could be tranderre4 baolt later. 

We were conaiderablt reluctant to go as far 
aa we did on the California si tuatlon becauae 
our desire here ia not to atretoh these things 
unless we haTe to, naturall7, because of the 
tact that we want to be able to say that in 
eTery respect we haTe onlr done exaotl7 what 
the Lend-Lease sare we could do, and i n con
nection with the California proposition, we 
haTe the queetion of transporting thea Tla 
the South Atlantic route to Brasil, and aleo 
we were going to lteep so.e for our U., t rain
ing. There were a whole lot of reaaona that 
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we can justify prett7 well, and in addition 
there was a very large aaount involved, but I 
think we would be very reluctant just to have 
a transfer of title of British planes, not 
even made in this country, end which never would 
get to this ccuntr7, just for the purpoee of 
providing a few million dollars coat of fer
rying. 

You say they weren't made heref 

The7 are talking about Bri thh planes not ever 
produced here. 

I a not questioning this. I only raieed the 
point because I waan•t clear what the poeition 
•••• 
I don't understand that. 

We have put up a - facilities for ferrying 
aircraft from Takoradi to Khartoum, ana we are 
prepared to pay the e xpensea of establishing 
the ferr7 and ferrying any Lend-Lease planes 
which are being sent b{ that route, but it is 
also proposed that tha route will be used to 
carry British personnel, paeeengere, and aleo 
to ferry British built planea. 

Where are the7 built, Canada? 

No, I think the7 are built in this country, 
Bob. 

They aref 

180 

The7 are British contract planes in this countr7, 
must be, because they come aoroes the South 
!tlantio first. They are not going to take 
anything out of the U. JC. up there . It would 
be ai11pl7 taking the saae planes we are talking 
about froa California. 
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Brown: 
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BroliD: 

Bewley: 

Brown: 

- 27 -

Are these to be ferried by the !ray Ferry 
Co~~~~~~md? 

Yea. You see, you get the tralnlng in th~ 
just the same. 

Then 11141be we can work out eomething on that. 
I d1 dn' t understand that was the ld.nd of planes 
they were. 

Yes, I am pretty sure of it. 

)(are you can reconsider that and get aoaething 
ou of lt. 

And you want to withdraw this and reconsider it? 

What about the following one? I just. want to 
get lt clear in my own head what could be 
brought under Lend-Lease and what couldn't. 

On that, those are the payments for - made for 
the medical attention and t ransportation of 
RiF students . 

Brltlah students? 

1.81. 

Yea. We are Lend-Leasing you the planes to 
do the tralning and their uintenance and tuition, 
all of which we have classified aa a defense 
article or information pertaining to a defense 
article, which comes under the statute. 
However, when it comes to their pay and trans
portation facilities for themselves, we would 
be hardly justified in doing that. 

Yea . I just saw that you said dollars, possibly. 

If there was &D7 substantial ltea of goggles 
or flying aul ts or aoaething like that, we could 
consider those defense articles. 

• 
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Bewle;r: 

Bell: 
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O.K. , Wbat else' 

I have nothing else . 

An;r others ' What elae1 

We have nothing alae, have we' 

I think there is nothing alae . 

Thaa we will hope to have a aeeting next week 
with the Seeretar;r. 

1.82 
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--------~----

AGENDA FOR MEETING WI'l'll SECRETARY 
KORGENTHAU (POSSIBLY MONDAY) 

1. DEFERKENT OF PAYliENTS OOE FRANCE. 

2. PAYliENT FOR U.S, PURCHASES OF RAW VA TERIAI.S FRO.Il 
STERLING AREA IN ADVANCE OF SIIIPIIENT. 

3. PROPOSAL TO LElSE-LEliD CARIBBEAN SUGAR. 

4. TRANSFER OF CERTAIN LARGE BRITISH COll'l'RACTS TO THE 
AR.IlY - SIR FREDERICK PHILLIPS AND MR. COX. 

5. TRANSFERS OF LEND-WSE GOODS TO CO.IlliKRCI!L DISTRI
BUTORS. 

6. BASE COSTS IN ICELAND - liR. COX 

7. REQUISITIOtl PROGRESS DURING WEEK - IIR. BROON AND MR. 
KEYES. 
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Dato I JuiT 31. 1941 

AUache4 are tbroe cop ill of '"- rnioe4 
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Ol'riCI JOa ll!!lp(\Dt)y 1W1AGJ11D! 

DmSIQII 07 lllriiiSJI .liD l!IPOI!I 

VIJII!IliCI'fOI, D. 0, 

"'""''' 1, 1941 

D11r Mr, l'unil I 

Sect ioa 4 of the Leu-Lea .. Act roquir01 tho conooat ar tho 

Pru14ont to &liT rohuo!ero of 1ell4-1••• art1c1oo 'b7 Bh llaJ•et7'• 

Con runt. Dhtrlbln1oa t hroucll co-rolal c:haa:Deb 1a the 'O'a1t!K 

Il.D&doa u4 1a other parte of tho :l.p1ro of nooouU:r 1n.OlTOI a ...-

tranoror ad Proo14oat1al coa .. at . 

Boforo CT&Atia& tueh coaooat , 1t hao booa tho Proo1teat 1o 

po11o:r 1a tho &da1a1otrat1oa of tho Lea4-Leaoo Act t o require aoour-

..... that! 

thooo 1ato which tho:r aro 1aoorporat oi!., aro ouoa-

tlal t o tho l!r1Hoh •r effort. 

(b) !be c-rclal chaaallo at 41otr11Nt1on to bo ua!K 

aro tho ..cot offoou ... u4 oconoal.cal -.ao or 

atouriae tho off1c1ont ,. .. ar tho art1o1oo or tho1r 

pro10pt 4ol1 ... r;r to the placoo .Uro tho:r are uo4o4, 

... , 
(o) Jo prof1toortac b;r o .... rc1a1 i!.1otr11Ntoro of the 

art1c1et v111 be paral.ttot. 
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awe the •tan at UnrikUoa au l&l.U .. te ... uaauoa 

of the .,.riou anioleo to be c:-rolalJT Ua\rlk\M eUb ... 1a their 

orlc'l.aal or 1a aa M-M foro. a&tvalJ.7 .,.l'ieo vl4elT vUII a panlo

ulo.r oriiale, lt l o t.pooolble far o.ar ~~• aoaoeat to rotraaofor 

to~ ci'rn aat ...,h ....... t be .. toro.a.t aa ih ova f..,h , n. 

(1) DooUaatloa of &rHaleo - 1a orlc1D&l u4 a4-

(2) X..te"Ut ..... at anialeo ""' thaoo lato llll1ah tbq 

(J) llethat of UotrlbuUoa to ~· a4optM, ohaviac the 

aMu.elo throuc:h 11111ah the atorlalo p&oo to the u.or. 

(II) !Ill otetua at the 41o\r1butoro, !• J.• who thor thO)' 

&ro &atiac o.o -to of the Uotl'ibuUDC Ocworuoat 

or o.o prualpo.lo -p'GJ'OMoiac to ro-~oll to coo-n. 

(5) !be ezteat to 11111ah 11oft,.....,., qel"''ioloa 1o ear

oioM cwor Ua\rllnltoro to lanro \bat tho prioeo au 

foeo oll&rpt liT ,_ vUl be llaUet t o a II1At.D 

naoalllo~lo ...-ro.uaa for ool"''ic:eo aat~ porto,_,, 

(6) Dotelle of 41otr11nlt1oa, .!• .1., vlll \he nalplot 

Ocwena""t oell tho ariloloo to o. ..,.ut..,turor, or vlll 

it .. u ... r thea to hla pUo for iaoorporo.Uaa 1a a 

OH!PletM arilale. 
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lloro tetallat illforatlou riU \e ~tM 1a oaM ot uo

trllnlUoao 1A tba Dollialoao ad otloar J*rh of tba ..,ln thaa 1a tba 

11oltM ll.nc40il 1D 't'iov ot tloa otrlot coa\rola bova to \e 1a forco 1a 

tho 11a1tot ll..,toa. 

!be forocola& are ouccenioao •lilT ..... are •• , 1Dhll4e4 to 

bt all-1Dcluo1Ta, ao tbo aecaoolt;r tor further ant 41ffaront illforaa-. 
u oa rill uataubtoU;r MCOM apJ*roat 1D J*rUn.lar caoao. I aa 

paUorao, oo that a MUlot of proooaUAC tba aaoaoaar;r illforaaUoa caa 

" voJ'Ictt out lllhiclt vlll a'r01t uoalooo repoUUoa aal. COIIIPllcaUoa of 

roqu1o1Uoao. 

BoD.. Arthur ~. Punia, 
Chali'IIIA, Br1 Uah Suppl;r Couac U 

1D Jortb AMr1ca, 
ll1llar4 Botd, 
•··~on, D. 0. 

Tor;r h:ul;r 7ouro, 

J. B, liCJIIIS 
llaJor Otaoral, U. S. AJ:aJ, 

JO»cut1•• Oftlcor 
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.Jul;r 31, 1941 

Dear llr • l'urYia I 

Ill '1'1• o~ o.......,t pabllc .u.o...,oicae or Br1t1ah aport 
poU07 tncl ita NlatiOD to the ...,ioiatratioD ot tile toDd-Laue 
Act, it ee•e tl.aeq to l et rort.h io OOIIOretl rcmo oertaio O! tile 

prioc1pl" wbich ha.,. cui(Wd thil Di'l'1aio11 io tile ldoio1.trat.1oo 
ot the Lollci-Leaae .t.ct aad will ooot.ioae to do eo io the ht.are, 

AI 1011. la1ow, u h .. bMa tile pollq or t.hil Dirtaioo 
tree t.hl ooteet. to ll.ait. tile aiel reaclerecl 'llllder tile t.M- LNH 
Act to t.blt. 'lltlich il .,..,t.ial to the aaiot.ell•me ot tile ._.. 

ottort. aDd to retue ocaect .....Ser Secti011 4 o! tile .t.ot. to tile 
use o! Lollcl- LNie art.iol• tor re-aport. 1a c~ccill tncle, 
To ueoute tbie poliC7 we ba.,. r·~uired t. et.ipalt.t.1011 1n the ·
requie1t.10111 that ~Leu• art.iolae which aipt be .,..,leble 
tor a1ICb aport be UMd io tile 1)11 ted l1ngclca or 1n other parte 
ot tbe l!lllpire tor o.C. eaaeotill to the aaiot••""" ot tile war 
ottort, 

l'e t.ppreoit.te that Great. Britoin auet. oont.inue aporte 

in order to obteio !.aport., HonYer, thl.a Dirteion hae urpcliDd rill 
OQltiout to urp upoD 111.1 llllj•t;J '8 Gownaeot tile l.aporteooe or 
Great. Brit.aio•a aald.Jlc e'"'7 ertort to cooomtrate bar aport~ io tile 

tield ot tracllt.ioaal artiolu, """h ., Soot.oh 'IM . .ob7, tioe t.ut.ilee, 

etc., t.Dd otller "'•1lar t.rtiolN, t.Dd cutt.ina clolm aportet.ioo ot 
t.rtiel.ee aiailer to theM bein& prortded tllrou&h L&ci-Leut hoda to 
t.hl irreduolblt aillia,. MOM8f.'7 to euppl,r or obteio aaterille 
tlltnt.ill to tile war ettort., 

I ~ appreolate 7f1IJr ~iraio& that the toreaoinc 
c~cmoe to 7f1IJr uoderett.Ddioc ot tile buia upoo 1lh1oh t.M-Leue 
trt1cl.ea are beioc prorl.clacl mel rKaiYiDC 7ovr .... ........,. that. wtr7 
et!ort will be aacle to o&r'7 out tile toncoio& pollq to the tull .. t. 

«><ttnt, 

Arthur B. Purrta, Beq, 
Cb&U.OD1 Britilb lluppl,r 

Collllail io llortll .t.aerict. 
11l.l&rd Hotel 
l'aebingt.oo, Do Co 

Sinoerel,r 7oure, 

J. s. BarDI 
llllj or OtDerll , 11. s . U., 
&ac11t.ift ottieer 
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Yuhl.acton 

117 ~ 11r . S.cra\aJ7: 

1 ano1o .. \he t11'at .... u on of h1•cr• ao. }JlO of Jul:f 

}1 troa LowG, """''"''"' ·,. peraoul •4 atrlotl7 ooG!UnUal 

.. ,.._. t or 7ft fro• .&abaaaa4or V1....,t. !118 r-b•ac aaoUou 

loo1onr• • 

lo. }~0 of Jul:r Jl 
troa Lowa, aao. 1. 

S1no•r•l7 J'ftl'•, 

(SicDall.) Kar~rt ra1a 
AAnaar on htanaUoul 

J:ooGOaiO Attain 

Bt111'7 llorpn\ha, 3r. , 

a.ontU7 of t~ tr•-7· 

• 
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DUet lulT 31, 1941 

leo't 7•35 •••• 

3310, lulT 31. 11.0011. (~101 011) 

PDSOIIAL .AliD S!l!IC!LT COliJ't=X.U. JOa 51 

AC![I; SJC!!R!'ART JOa m SICJ1!AliT or 5I !UI.SUir 

Ia llr. Jloopltiu 1 a01ooco to ao 2.1113, lulT 9, ut 

111. S.ONtaq llo~genthau1 o ••- to Ooe 2657, lulT 

U, 1.D. which 1 wao a oat to collaborate all.ll alao 111. 

a 11c\io11. ot S.cNtaq W1cllarll1 o aoo~~~ee 2761, luJ.¥ 

24, ill.quir!Ao wro ade ao to tbo t!Atr1buUon ot 

articloo Ull.ller tho Lon"-'"*•• Bill, 1 han •de ro-

pl1ot \0 tboee ••-• 111. -r ••-• 3149 Jul7 24; 

3251, lulT 211: all.ll 32711, JulT 29, to tbo S.0Nt&l7 

ot tha !reeOVT a.a4 aloo 111. 87 ••- }229, Jul7 26, 

to tha S.Orotaq <11 J.criculturo. 

llr. BopldAo aoat ao t o t ollov thio •Hor liP 

tor Ilia ae hit 414 11.0\ hitn Uao to pNII tbo tapor-

t""c• ot thl 1oou hboolt, Sl.D.oo tboro •-• to 'bl 

11.0 .,..... .. ,., 1.D. prilloiplo, 1 a oat tbo Chancellor <11 

thl ~qvr for a otat-at ao 1 explol.ll.lll 111. -r 
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-~- }251, ,... 211. 

'I'M 1\ahaa\ baa4e4 to a 'hlo .,...I.Dc liT \llo 

Chuoellor 1o &I follovu 

10..., .U.l _,11'1&11 C1ch VI o'b,ein 1111411' 'llo 

LeDAI.-l'.eall Ao\ are requ1re4 for tllo pi'OI-1011. ot 

tllo var effon, !hi1 :prino1ple COYII'II.I all que1UD11.1 

of \llo 41otl'ilna1on ucl '1111 of I'IICh COocle aa4 Blo 

llaJ11,711 QoH.....,., llo,.. . talooll &114 vill OOD\I.n ... h 

ta1oo ao\1011. to 111 'ha' \llo11 coo4e .... 11.0\ ill. &ll7 

-·· u ... necl ,. - tunllo ........ of prlfth inhNI\1, 

• 
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SeoreUJ7 ot State, 

· 'lfaehlactoa. 

GI.U 

:Loo.doa 

llaiot Jv.l7 31, 19111 

.... ' 10;115 a •• • 

}JlO, J't117 }1, lloOOA. (SZC\'101 !WO) 

npor! poucz. 

!wo. Jo l ead.-- aat«r1alo ••' t o ~· 

coW>il7 ba.e -· ....... for export . 

!bree. :ror oo• U• paet o:rporh fro• \lot 

thlitecl. ll..,._ baft - -· aat • r• ooo.tbot 

i o t.boM • • •••Ualo (1) for \lot nppl7 of .. ual 

re(llll .... ah of .,....._. -irioo, :po.rUov.larl7 

1a illo •ierllac :lopire; (1 .1 ) t or tll8 ac(llllo1Uoa 

of t oret.ca o:IIIIII&IIP perilcnalarl7 1a tllo 'lfooura 

Bo.18}11wro. 11• lla.Jooty' • Oohi 11 i vill aoi 

Mlp\ iM pol1<17 -heel. 'belovl 

(1) Ia iba t'o.tare .., •terl.alo oa vll.icll \lot 

aM h 'belac r .. ulotecl. 1a iba 11aitecl. Stat"" •• i l>o 

croua. At ollon ~ •' ot vll.icll ve o'btaia 

nppUoo troa tllo 11111\ecl. Stet .. olibar 'b7 pi18Ui 

or •• 1•&.--- villlle 'Uecl. 1a aporio viti> 

iba __,.lu ttl iba tollnUI: opooial -•• 

(A) *ierl.al 
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(A) llatwlal 11111ola 11 ...._ oftaoou 1a -

uetloa wltll 81qlplleo ••-tlal to tile wv etton 

for oveelfto - ov olltoo, - 'IO!Ilola _, be 

olltaiae& troa tloe Udte4 ltat11. No woQU -u. 

v.o (l) to e.QOn ·~Uoo ••-•lal to tile,... etfon 

t o ooaatrtoo wllllia tile, -.,u. - to ov ollloe, -

( l . l .) to -" oacll arUolee ae Uaplato for •ee•'lll 

to Ponapl - tile u-•s.a. for ov foo4 ~ 

_._, 1f nok UQlato onl4 aot be ~1114 • lloe 

111aUe4 ltotoe of Mlrloa. 

(:1) lllall q11MUU11 of IWIA Mtartole -

ae lllaor tloollll> ••-Ual ~aoah of e.QOne whiola 

o'loerwl" are OOJIPOel4 of Mhrlalo ..,, la Ilion 

onoppq la tile lllatte4 ltotoo. 

(0) :a.patr perle for :lrUhh MobiM'7 -plat 

aow la aee, - McbiaerT 10& plaat - to 001pleto 

laetallaUou - -.r ooaet"""loa oo lo111 u \llq 

lo&Te a1reedT Ilea ooat._.,.e4 for. 

lt-r• wlU be talooa fonlllrltll to P"ft&\ t1oe 

.. cnauoa of utoU111 ooat"""• for t1oe upon(.,.. 

..,, to -.,u. - .Ule4 twrUortoo) et o11ola po4o 'IO!Ilall 

... ..,, - wltllta tile • ....,u ••• rotwreol to 1a 

(.a.), (:1) - (C) •"-· (l.a.) llat..W. '10111• 
are .. , 
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..... ... 1Jo U.rt npp}T 1a \boo Oai\et ........ 

W.ich vo o'btaa OJl loJIAI,.laoo toru vtll aot ..,. 

uoe4 tor Qport 1Jo ctuaaUtleo c:roator thaa thooo 

W.loh w ouroolfto pro4w:o or b\11 troa &11,1 oouroo. 

DlotribuUoa 1n tho Oaito4 liaf«.oa ohoiiOoll

eriee lend-lea•• po41. 

lour. !bo paoro.l priaoipla to11ovo4 1a thio 

•Uor h tboot tboo ro-auoa rocoi...t b7 tboo 41o

tribuloro, ~tlftr tbo .. ,hod ot 41otribu\1oa, 1o 

ooatrollo4 aa4 v1ll 'M 110 Mro thaa a talr rotura 

tor tho oerTicoo rlll4oro4 1c tho -11: of 41otribuUoa. 

'!'ho ,......,.,.,..,to ri&<>roua}T oxo1u4e &ll7 opport""i\7 

for a opooulati.o profit b7 priY&\O latorooto troa 

4oal1ac 1Jo 10114-laa .. cooda. Ill ••• , ..... 10114-

loaoo npplioo vU1 'M 41otributo4 thro""' orpal

oat1ollo &oUJIC ao a,.-. .. h of B1o llt.Joot71 o Ooorom.oat 

1a \bo otric\ ,.,... of tho \ora aa4 aot ao priao1palo. 

Vbooro, for otroDC practical reaooao , th1o CMIIOt 'M 

dau a tl&ll Qplaa&Uoa v1ll 'M nppUo4 h \he 

11Dih4 &tatoo a4•1DiotraUoa aa4 tholr ouourro

oe\ICht 'Mforo haa4 1a o:q alto.,...tbo __..,, 

»ropooo4. !bo JuUtioaUoa tor rotalaiDC uiotiDC 

1.94 
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~le of U.\l'i-1• epera\ia& -.r •'rio\ 

pw..-.n\ ooa\rol 1o \bat \be OI'M\ioa of ole'bera'• 

now orpahationo ill \bel.r place wal4 illrrUa'bl¥ 

r01ul\ ill lo'" of off1o1oll07 aA4 \be wao\otul uao 

of ,....powor, u4 re\ar4 \be •r offon. 

YIXAII! 

pit) 
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LoMoa 

».tet .11117 31, 1,-1 

teo•a. 91}2 a ••• 

3310, J1117 31, aooa (SIO'fiOI !DD) 

riTe. root lo a opoclal ..... 01117 -· tin 

or olx ~-• ot the \o\al JrlUah too4 ""PPlT vlU 

·- trca tho 111>1\eA 1\a\ta ...a vl\bool\ en•• :prtotlcal 

caop1lca\1oao 1\ vcal4 le 18pooolb1o to b ... a o.,.rot o 

qat• tor tho 41o\rlblaUoa ot 1fD4,.1ttoe4 too4. Joo4 

41otr1bllUoa 11 oarrlo4 out 1a tho UaUo4 llactoa 'bT 

wllo1ooaloro to vllca tho Goyornaoot ooU o too4 ao 

pr1D.olpalo. Ia taot tho 11111.11tl7 ot roo4 baa oo\allllaho4 

• olooo ooatro1 """' all 41otr1ot aarci•• oo thot aoUbor 

r-.oraUoa \11M 11 .._-. to OOY ... tho ooot ot tho 

oornooo portoraeA. lo too4 obtalae4 oa 11114-1-

t-• 11 or vlll bo oo14 at ucoatroUo4 prleoo. !lou, 

tho coaora1 orr-•'" ao r_.u tho io..,. ot 11114-

1~a~e4 too4 tU 111.\o lio lla,loo\71 • 0....01'1111111\1 
• poliOT 

ot otab111a1,.. tho vllolt :pr1oo 1o'rtl ot too4otv.tto • 

• pollq to ohlob tho Goy-· .... trlbv.hl poua41 
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----- ldlU-. ,... 
ll.L 1a - - a-t ,_ u.-nwu• to 

,...U_.e ..& 'llll1 lie ....-M. :hi' ~e. -

allk Jft ... t. ( 1e•1ef'•l ~1--. ._.u11 ,.,_ 

\be Uld\M ftateo) an 41-'riwtet Unet ae4 , .... et 

ollal'p te Cllalltre a4 •~• Ia ..... \Ia" o ... ooMolo, 

oll.aloo -' »,.tale. tu llatn•u• h _, : -

~ e-e ec-S.e - t:u .. .- et ... 41etri.,.Soe h 

-. .... .., \M .... ' · ' 

1M --- ..... - ~ t:U 
0 

ollel' -.a 
.... 1'ea4 1a e-l- wltll tllol ,.We ... _. ' 

... 1.a t:u ._ ~ tu PriM lllaln• 1.a lllo aMNee 

ot """ ... <- •e-.. 321'•· ~ 29). 

Ooe h JW.,...I.ac, wltll tu ...,_.u .. ot llrlU* 

fir-~ etnalale .. -· .. _s,tl .. ot tllol MUoo4e 

ot unn•ttea ot .u uUoJA• .- t:u ~.at.oleael 

MU ** 'llll1 11e ,_._. .. ~u-. 

l -u q; ul- ,._ letendac tllol lPHol-t 

.. We_,._ ae l_._.nuol tHalli'. lepll:1ae *' » 
h la..-etM 1a tlllo d'""'tl-. It ..-.l4 elao lie Mlp

tw.l U ,_ -u let a..-1 :..So illaft oeploe ot Wo 

•tift -u•, , ... to• loio - lllt--*Soe - t• 

..... ~e-l•h---· 
1 .......... tllol a..Mllol' .. , l-, __ ,.. s 

be~ ..... -.,... ....... J,-..U'IIe 

r•> 
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.A4Y1aer 011 

I nternati onal Econ .. lc A!talro 

!o1 Kr. Ccch:t ... 

Proal Mr. l oh 

Vith roprcl to 7onr reqv.eot tor tho cont14mUal 

to Socrot ar.r Xor cent hon, I onclooo a cont14ont1al 
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ml &bt 'bo t ho r eport to Wich tho .M'baooaclor r otorro4. 
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liRI't!SI! IW!IOnJG Pl'l):BLJICS 

JJID JOOD SIIIPliD'tS UllllD WSLLI!Q) 

Britloh rood Ratlonlsc Prob1 .. o 

Durlac tho paot ol x aontho tho Brltloh food oltuatlon hoo de
~erioratod, Qoallflod only b7 ••~• aild Yarlatlono In the otock 
pooltion of the aiocol1enoouo eo .. o41tloo compoolnc tho ascro~ato 
food 1~17, tho deterioration hal boon procrooolyo, 

Co-oxtantin vith tho daiDUtion of wppl101 o! ln41rldual 
!oodo, tho Mlnl t t'7 of Food hao extended tho oco,o of tho food 
r•UonJ.:ac. Horo foodo were added to t ho 1ht of thooo oubJoct to tho 
C:O\lPOD qate. aoae fUrther reatrlctlone vert p laced. upon ccz:coditlaa 
alro&47 rationed, 8Ad tnrther rodnctiono voro • ado ill t ho al1oco.
t1ouo of Oonncon~cOAtrollld foodo to rota11oro. 

CurrentlY, tho oolo JNZ'POoo of rationJ.:ac h to oharo food out>
plioo o~ltablY. Earlier ill the var, food ratlonin& oor.ed en ~ 
41tlonal purpo111 to iolp1aent tho OonrlllDont1 o policy of rlduclnc 
the otandard of 11't1ng, llo ouch Ylove oro onttrtaillod ln official 
clrcloe nov. On the contrt.'7, tho Mln1ot'7'• otforto oro directed 
tovard ra1o1ng tho otaudard of 11Y1DC ( 1noofor ao food 1o concerned) 
~ to ooao ao 71t unopeclfled loYol compatlblo vith tho noede of a 
aax1mum var oft ort. 

Doopltt tho canoral aonaant tovard oubJoctioc aoro foodo to 
official rat1on1nc rootr1ctlouo, a Y0'7 lore• nunbor of foodo aro 
ao r ot not ott1cla117 rationed. 'thh oituation h tho fountain-head 
for D&ll1 41ot rlhllt1on 41ff1cultioo. Obrlo.,.l7 tho aero fact that 
oat aet o1 too4a l a reatrlc·te4 41•erta conw.aptloa. t o un.ratloned 
foode. 'to eoao extent, therefore, tho ce11oral principle of fair 
41etrlbutl on of food lo dotoat od. 

llotailoro haTe 10111: oillce do'tioed Woreal rationi:DC 17ot•• 
o! tholr .,.., lillltiDC qunt1t1oo cuotoaoro U1 obtaill at ono Uae 
or 4oziac a ci••n porlod. ~o.ertholoee, Wonaal ratlonJ.:ac lo not 
o.Uotother oat1atactol'7. b tho flrot place, ill tho nature of 
thlJICe, rotailoro are 110t 111 tho poeltlon to oAtorco abooluto ~
portialH)'. hYorod cuet001ere denlo, and buelnue tendo to !Unction 
on lA •uder-the-coo.nta:rll bula. SecoD417, ret..S.lara b&Ye no wr• 
method of dotonalnlUC tho aaount of their unofficial ration. B7 
aerol7 AOtiDC a dlml..ution in otocke of eono particular product on 
their oholYoo, retailer• sar docido to rootrict cuotoaere hence
forth tc a traction of t ho qunti t1 elTOn to oho,poro earlier in 
tho vook, ootabliohinc theroh)' a praai~ upon cue\oatro cettinc 
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tbere flret. Kor._.er, tbe aero tao\ tbat qoaa\ltlee obtalaable are 
dependlllt upoo ev.ch 'IIIIOartah faotore leado tbe Jl'l\llo to boaM 
food nepaoted of be<>oal.ac abort 1A tbe aaar fll\ure, 0... of tbe 
<rhl1>le reeulto of thle oltuatloa 11 tbe praoUoe of oboppera to,.l.ac 
lD llo• to pvobu• ••• parUGiller produot UDder eueploloa of 
Uooppeerlac troa the aarbt. IJabr eaoh ooo41Uoae oboppiac tebo 
011 olaoot proteeo10Dal attr l'!>llteo. ICaaT holloewlno Tlolt a lerce 
auber of ohopo 1a order to track "'""" ooae prodl&o\ '11110\talaable 
loooll7• ~o coabat thle practice, retallen frequeatl7 epeclfJ 
cortala produoto 0811 \a piU'chaaed bT ouot-ro rechhred for of
f1c1oll7 ratloaed foode CDlr• 1Jatortaaatel7, th1o rootr1ct1oa lo 
oot a COlllplete ..,..,.r eiliCe few crooero era la a pool Uoa to aoov.re 
cuotomero tbat aa aeoor\aeat of prc4ucto to •••' ceaorol houoehcld 
requir•oh Will at all tlaoa be &Talla\le, 

tho coatrol of food prlcee 1• 1At1aate17 coaaeotel!. with fool 
ratlolliDc• Mez1- retail priceo are • .,., oft1c1ol17 epacltled for 
aoet foods ud for a larce -\er prices are coatroUed \broach all 
ot acu of Uotriblluoa. Geurall7 opaetiac, of cov.roe, it 11 far 
olapler troa aa a4a1aiotrat1Te otui!.Pclat to ~17 price coatrole 
tb.all de<rhe -• to raUoa tbe ~olcol Uotrl'bllUoa ct food. 

Max1awo retail price coatrol lo oo oolutloa to tba ·~ltohle 
U otr1buUoa of food at a fair price. 1Jafortuaatel.7, a coooUorohle 
ooct1oo of tho Jl'lbl1c bol1wre 1t lo . Iadeed the 1l luo1oa that 
oqu1tablt d1etr1but1on of food .., \a eotabl1ohed b1 price cootrolo 
hu bean nbotaat1ol17 footered b1 a llaln Jl'lbllo. It Ol1iT coaflr1!aeoo 
t loo of tblo ot at .. ant io ae<>eoo&rT, oae baa aertl7 to v1tnooo the 
roacUo10 to tho latroducUoa at price coa\role to ocao oouoaol 
t rult or wptablo. !be paUo.,. 11 about u foU .,.,••-

1. s..ll W'PPliOo appear 1A t\e aarlteh. 

2. Pricoo are onreaol7 hlch 01114 few oaa attord 
to baT· 

3. IJUor Jl'lbllc preoov.r• t bo KWotrr of hod 
utroclnoeo an•- pr1co coatrolo at eub
ataaUa117 l.,...r laTah· 

4. llll"PP11oo •uaappaar• troa tba aartet wo• aora 
paopla oaa afford u. 

5· 'fha M1101otrr of 1ood i o bloaad for craauac 
ohortaceo , or tbe trade lo accuood of uafalr 
pracUcao. 

'fha iuadtq'<IAQ of price 0010trol vltbcut pb7o1col coatro~ 
raUolllDc 1o, ttl cov.roa, aloo canorall7 oppar•' -~ tall 
ot fool U•o vllich ban 1- o1Aca \eaD -je<>\ to ra 

• 

Regraded Unclassified



-'-
priooo. !ho IC1Ahh7 r>t hod.' o '""'-••t of u.. 1atro4RcUoa ot 
pdco control to QT ....... uoaeot food 1e 1A ettect a eroq. a nn1Ac 
to tho J111.'bl1o to baT .. qv.ioklT .. poool'blo ana .. -oh ot \he food 
u oircwootancoo penou. 

Iuquali\7 of U.ocu OTeroha4on \ho toot!. rat1on111« qot•• 
Ob•ioaolT, oo loa& u a larco proportion of all lritiob waco oaruro 
bo .. an 1110- 1antt1c1ont to aaintain t h•ool.,.o and. their depond
anto upoa an a4.eqv.ato diet, thero h Uttl o hopo of ratloaill« food 
in the a'booluto oouo, !ho tact \bet a ooao14trablt oectioa ot tho 
populat1oa, thoroforo, do not h&Yo tho aoaq to 'boq t ho1r ratione 
pro•1dto a oori~ leak 111 \he rationlnc o7ot • o1nco 1t laeolo to 
tbt oot abUoboant ot a 0'black aarat• which 11 "'"' d1tt1cult to 
otop. Vhon roctotora4 cuotcaoro do nct t ab 11p thoir rat1ono, 
ohopkoeporo All4 \ht1r o.plqooo aro 1a a poo1\1DII to Nll oxtra 
quan\1\1 00 to f.-oreol cuotoaero for • opoci.al coaoi4orat1oa • 

.1. a locallaaoou uoor-t of 'DIII'&tloaeol foodt aloo flad tholr 
vq into tho 'bl ack ura\1 1a TU71nc 4acroto, larpq. for tho 
oat rtaoon. l'oodo 111 abort oappq., f or which tho IC1111o\f7 ot l'ood 
baa ootuU oht4 uzS- priooo, aro parUcnlarq. nocepU'blo. 11.
talloro ooa411Ctinc par\ fd tho1r 'bouiaooo 011 an "u4t,_tho-c ..... tor' 
'boo1o 111 affect oonoUtuto a 1 'black urltot1 • ICazt.. pdcoo aro nct 
n ooo4eol 1n all caooo, 'bo.t Olll'Pl1oo ot thooo foodo aro con.,.n1t11tl7 
41oco•orot!. o,q. for f.-orod cuotoaoro. 

!rhe foroco1nc o""'""'" aro contbeol , of covoo, to oomo of tho 
~ !2!! aapocto of tho 1aoqoal1t7 ot ooa..-or 1n00111 ao 1\ rolatoo 
to food rat1calnc• !ho inoqv.1t1oo of food t!.1otr11Jo.tioa h&Yo alaoot 
oft1o1al r tCCIC"iUoa, howiTor, olaco it lo qu.lto pooo1'blo to u .. Oil 

a ta1rl7 op'Glant ooalo 111 \he 110ro t>plllo1TO hotolo, roohnraato aad 
boalth rooorto 1n oharp contraot to tho 'br-.4-potatooo-and oecaoional 
proto1n dlot of tho pooroot coa.-oro. 

I\ wooalcl. oo• appor111t that a 110rt oat1atactot7 dlotr11Jo.t101l 
ot food ccnlcl. 'bo o'btaineol 'b.J raUoalnc 110ro foodo, 1t act all toodo, 
!ho ohort .,...,... u to • a 110ft COIIPruanll.,. raUoalnc poUq 
boo not 'booa o4ophcl. 1o that t ho IC1ahtt7 of l'ood cl.ooo ""' - how 
to 11o a'bqu.t u . .1. larc• -'bor of •hcollanoov.o foodo, vbioh T&t7 
ao to quality, ~t1t7, tTPO ot preparat1oa, fl.aYor, ooaooaal1\7, 
on4 ..., othar factoro, caonot 'bo rationocl. nacl.or tho proot11t rat1oa
lnc ••thodo for acl.a1a11trat1n roaooao. .l.o tho M1111otor ot J'ood 
oa1d rtoontq. 1A Parl1•111t: •r h&Yo roacbocl. tho 0114 of tho COII
aod1t1oo 1 oan rat1oll oa. tblo 'baoio (oonYontional lltt~~-~ 
uoo ) w1 t h tho oxcepUon of 'braacl., vhif' ~~po !1::'!t..thor I ~ .. 
h ration , and allll:, vblah I 'bll!..,o :\1ao' tho MWotor 
t o by f oroo ot noooooltr or not. "'~!:"t::"pro'bl.,. ot uarationeol 
oaoonaoeol tho cl.e\ol'lllaaUca to doal ••• 
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too4• 117 wider annaioa ot food. ooa\rol. .1. ,..., qat• of r aUOiliJic 
wao to ~ ia\ro4uca4 ot .., a:operiaaahl aatura adalth44' •taU ot 
edalniatratiYa p itfall •'· Jaoac other o ..... 4itlao 'CCI wara to ~ 
ratlona4 1lll4ar tile ""' qat• • 

• 
Vhtll tile lliiY ac& rationiac qat• w.a lntro4uoa4, the IUniotar 

wao 1Mt4lat • l 7 ranala4 u a pr ophat ot ooaa atatura. !Ita 'a.blD
lotraUn p ittallo1 pn.-bJ.T wore all too o,ppartllt to tho conoral 
p11bl1o, &nd a otora ot critioi• arooa. lloooa '--o4iata ch&apo vora 
OlliiOW>ca4, althouch tile •ch•• h otill lllldorcotnc ropatro. 

Poadinc tha tiaa vhall tho Killht17 ot r ood 41oconro ooaa aetho4 
or aotho4a to raHon too4o acre cn•rall:r, 1 t aq bo ao.,..o4 that the 
Uftlcultioo lll4lcata4 &bon will conum... !hio ao-Uon carrho 
conoldorabla o!.pltlcanca ao U r alatoo to tbe proopactin ohipafth 
c! !coda obtallla4 t roa the Unita4 Statoo Wider the Laaowand .l.ct. 

root Shi••h 

J'roa abOilt tha tall ot J'rance 1llltil the anactlltllt ot the Leaoa
Lond .l.ct, the !cod policy of tho Klnll\17 ot roo4 heo ~- l argoJ.T 
pradlC&ta4 U,Cil (1) the fUPPlT Of foo4 aYall&blo f r oa doaootlc O«ri
cultura , (2) tho poooibil it7 of obtallltnc oupplioo !roe (a) the 
Dc.,1a1ono 11114 (b) tho Plata, 11114 (3) tatUnc tho toroccinc oourcoo, 
tho Ullita4 8taho, 1t 11114 vhall tho !ra&OUI7 roloaoo4 dollar e:rchaJlCo. 
In other vordo, ao -ch too4 ao pooo1ble ohov.ld bo obtalllo4 troa 
bootie oouroao 8'QPl•tllta4 117 po~rchaooo troa tho D .. woao &114 
tha .l.rpnti,., ao ohippiac conUUono paraltta4. !ho 11nlto4 St ateo 
vao, tharatore, al8oet out ot the p1c\ura. 

!hio ~-' i o o!.plt1cant troa tho otan4point of rat10D-
1ac probl••• awe tt aphaoba4 the aourcea with 11hic:h :Brltalll 
nonoal17 ll&illtalllad trade relatione bator• the w.r. KoraoYer, tho 
llinht17 ,.. able to doal with a capara\hal:r aall U ot ot tooda 
!airl:r atan4ar411a4 11114 an.U.ulo in conol4orabla nl•• which 
toll4e4 to a1Jl1a1s• 41o\r1bution probl•o· J'l&r\heraora, the t ro4e 
wao tailiar with the ph;Toioal hall.Uinc ot the •-o41t1oo, an 
illportant point i ll war t iaa vhall tralllad paroolllltl ar• radllca4 to 
a alaS... 

81noo tile paoaace of tho Laaowft4 .l.ct , tho poo1Uon ot the 
Uo1to4 Statoo ao a pot•tial oup~lior to the Ua1ta4 ~incA .. hao 
r iotll to at laao\ non tmportallCt to 4omootio acrtculturo. Praoua
o.bl:r, the Ullita4 Statao will tyontuall:r bocce• t ha chlat o.oroaao 
too4 ouppliar , 11hila ahl:paaato troa aora Uotaat oourcoo will daclino. 
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J..,u•uleu , •u V.Ue4 Statu _,. 110\ be el>lo, tor at loaot 
a oonaiderablo tl.ao, \o •l>eUtv.to &Uq~~&to or oi.ailar produo\o 
horototoro ol>tallle4 h• aoro 411\AD\ oOIU'coo, 'l'hl.o o1\uaUOD 0_. 

plicatoo Jrit ith rationlac prol>l .. o, Jor -...plo, tor a oonoidorablo 
tiao 11D1 to4 Staho aoat thlJ*•h hayo bo• cODt1Do4 larcol:r to peri: 
produc\ o boc.uee ozpor\el>lo ourpluooo ot o\kor aeato O&DDO\ be aa4a 

anUel>le ro&4117. 

Jatoro \be var, \ko OaUe4 Statoo ha4 a coui 4orel>lo tre4o vi\k 
tho 11Dito4 Ullc4• in porlo: pro4Dch. Apart troa bee &D4 lar4, 
hovtTer, tbo trodo conoioto4 of aiocell&Do~o opocilalt:r pork pro4ucto 
which pl&:re4 a aalall part in tho aoat diet of Jrit ith coaouaoro 1D 
cener&l.. The ure r••toratioa ot the pre-ve.r trade. therefore. 

'would coatribQto Ttr;r little toward i.aproTlac tho Britith food 
lituaUon. 

lloat 1a raUono4 b7 Toluo (le.2d. por poroon por vook) 1D orior 
to talco into occOUDt tho Tariou cv.to of troth aoat. !he o:rote 
vorke fairl;r well oinco conouaoro aro well ocquAinto4 with tro4itionlal 
cuh. It wholo hoc carcaooo arr1Te4, of cOIU'oo t bo raUolliDC 
probl• would bo o1apl1f1o4 o1Dco proo•t aotho4o could probal>l:r be 

&&la;>to4 . 011. tu othor hall.d , uoorto4 TarioUoo ot' CADilo4 perle, 

eopociall:r 1t \ko Tel,... wore ..U, woul4 croato raUoDinc 41t
t1culUu. ShovJ.d U bo i.apouiblo to ill.olu4o porlo: in \lao pr .. at 
meat ration, tu product. coul4 oll.l;r bo o44o4 to tho ailcoll&Doouo 
unraUono4 too4e which hayo cmoo4 tho llin1otr:r nch crtet. HovaTer, 
1t a ntfici•t Toluae ot etaD4ar41so4 C&llii.Od pork pro4ucto woro 
a.ailablo, "'iJPl-tor:r aoat raUoulac o:rot• could be 1utro4uco4. 

'fho 411t1cult1u azpor1enco4 liT tho 111D1otr:r ot l'oo4 arhiDC 
froa i.aportlac ocao bo417 uoo4o4 or-• tllrtber Uluotrato tho 
probl~mo occurriQC when too4o are 1apor\o4 which c&llllo\ bo raUODo4 
UDdor exioUnc aot ho4o. Ollt il CCIIP&r&U.,.l:r rocontl;r, c1truo frDih 
ho4 b .. D pracUclall;r nono:dotODt. !rho 111111otr:r, howo ... r, boQCht a 
lmlall C[ll&II.U t:r of Spallith orODCo• ( abollt threo lmlall carco .. ). 111\h 
the arr1Tlal of tu orODCeo, voll heral4o4 b:r 1lllfortunato nowopoper 
po.bl1cit:r, tho 111Diotr:r fCWIA U ha4 a UotribQUcn probl• of uJor 
proporUono on 1\o h&D4e . 011. a otrictl:r arUbaoUc baoh co11.ouaoro 
would rece1TI a trac\loa of a •1Dcl• oruc-• !o ..X:• u\teTI vorae, 
the trDi t wero no• ....Ucra 111. qul.i t:r. !ho lliniotr:r, bcWOTor, 

allocato4 tbe truit ••ac 4olalero larcel:r OD tho bub ot tuir 
pre-war YOl,..o ot olaleo. .t.n oxtr•ol:r lcoOD 4n&d tor tu ora..ce• 
•~••4 aaa:r rotailoro \o 41o\r1bnto tbea lorsel:r oR "" 'UD4er-\be
c:01l1l\er' bao1o. C<>II014oraltlo ptbUc U ooaUafacUaa arooo &D4 -coo 
wore aa4a tu\ f&YoriU• U4 boOII. oboWil 111. U otribGUII.C tho hui\. 

JiTODtv.all:r \U lliDiotU ha4 to 4afn4 hiaooit lll Parll••t epill.ot 
aoc:uoaUono tu\ hio orcu1a&U oll.lh84 •all.44lo4" tho wholo aaUor. 
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A t w OMJ.l or- ohipaoah oul> .. quoatl.7 orrhe4 o! \'hich the 
l!ialottr tacttull7 preferred. to eoll!iJ>e allocaUou to "heo\'11.7 
1>oml>e4° ort a t. Ob'ri01lel7, ouch 6.1otri l>v.Uoa aothodt art 110 ed.equate 
oolutioD. The coroll&rT t o the 41etr11>v.tioD ot uarat1ooo4 foodo 
particularl7 tho .. . 1D kooa daand, to, ull!ort uahJ.7, thAt tt 1o ' 
porteotl7 ob'r1ouo to the conertl po1>11o thAt ao aboolutol7 fair 
dhtr11>v.Uon O&D bt aa4t. Oon .. qut11tl7, ouopic1ou art arouoed thAt 
d1otr1butioD to 1ntolerabl7 ull!air. 

In recar4 to the optc1!1c proble tDCOUDhred. io the oraoc• 
dtotribution uamplo , it appear• quite 11kt l7 that a reuonabl7 
oatiotectorT rat1oninc •T•t• cculd be dOTioed. proYided. thAt (1) a 
fair YOlUilt of UA1tora qutlit7 frui t vat anUablt (oq, OD~>-qu&rhr 
tbt pr ... var Yolao) &D4 (2) t horo vu eoat ooouraact that tho fruit 
could bt &Yailablo r ocularl7 (..-tD for a liaihcl period), 

S.t raUoninc prol>l•o vill o.rioo, &D4 iD tact hen arioOD, 
tro. 6.1ooiailarit7 of dOQtotic pro4uct o aad UDit tcl Statoo producto. 
berlcu b&cOA. tor e~le, la a 41ttet"ent pro4uct troa the 1\ancl
polllt ot qual1t7, cut, &D4 uount ot tat troa the Enclllh product. 
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~bo quootlo11 artooo ao to hov to 6.1otr 1W.to the l ooo doolrabl o Aooric&D 
~roducta ln conJ~ction vith doaeet1c .u~liea. !o conwanera rece1•-
1nc oDlT throe or tour olieeo ot l>ac011 per voek Ulldor t ho pra•ont 
rotioD, it aoko o a conoi4erablo ditterenca vhathtr Eftclioh, Amorie&D 
or Canl\4iaD bacon 1o obtainable, 

~o eomo oxtont the probloa maT ool•t itoolt with ~lith l>econ 
oupplitt dtOliDiDC Ullcltr tha olaucbtor procrM, but bore teoin 1o 
a cue tor maintaininc a m1torm qutl1t7 ot Amtr lc&D bacoo (oloo at 
noarl7 oimilar to tho Rncl1oh product ao pott11>lo) aod lo a YOl,.t 
at lt&ot outf1c1ent t o oainta1D extottoc rat1ooinc aethod.o. 

Reeopitnlotion 

The llriUoh are not concerned. with a food ohortap 1D tho 
aoe;r·ecate aeue . !'her are eeriouaU plncht4, howiTtr. b7 the Tolmte 
of food ..Uch can be 41Stril>v.h4 uclor tho raUootoc q ota. In 
other vordo, t he •OW>t ot food tho 1Dclh1dul cootw~tr c&D ol>toin 
1o limitocl 117 the • ol,.• of procluch which loocl thiCioelYOo to tho 

preoont ae&Do ot 41atr1botion. 

It Amoriun aiel 1D ouppl71DC tood 1o to 'bt t!!tcUn, thor:rore, 
1t muot cootioe ito foocl ohipaonh to cQOI!:oclititt which om co on 
tho ration• Oo the other bancl, ohipoento ot Aatr1aao tood ot • 
mhct llmo.,;,o character .,q actuall:r clo core hAm than good. Such 

oblpotn~t will contribute to the 1Dequ1tieo,in tood .!!:!~~!;!~~:. 
uotortunatel7 olraacl7 io oxtottoce aDd orao o aoro 
proble=o tor tho Minietr7 ot Joo4. 

• 
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!Joe op\a- o01141U•• fw raU•iac foe4 U4ar \lla lrlUah 
qot• ero abw.t u fou...,.,. 

1. .Aa ..... ._ ...,1_, ao \!Ia\ \llno 1o ••• 
UIVUOO \!Ia\ Wd'J'boq - a-\ a\ 1 ... \ 
••• of tho Jrodwl\. 

2. A falrlT HC'IIlar tlov ot I'QPlll1 .. , oo \ho\ a 
4otlalh raUoa.., bo fbol. 

3. Ao ulllfora quell\)' u JO••lblo of pro4uh 
with vhloh t ho plblto h f•lller. 

J.!lltJVIl 
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!U:Jr: 

Ooerator: 

HMJr: 

Operator: 

HMJr: 

Senator 
Valeh: 

iiKJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

HMJr: 

V: 

IIKJr: 

'1: 

IIKJr: 

W: 

HMJr: 

1(: 

July Jl, 191L1 
J:lJ p.m. 

Hello. 

Senator Waleh. 

Hello. 

Go ahead. 

Hello. 

Hello, l!r. Secreta.r)'. 

Bow ere you' 

Ver7 well, thank you. How are you? 

I'm very well, Senator. 
either t his afternoon or 
tomorrow morning I could 
and eee you? 

I wondered 1t 
the t1ret thing 
come up by myeelt 

Well, let me drop around and see you. 

Oh ••••• 

I'll drop in at your ott1oe. What time 
do you get there? 

Oh, early. 

Nine o'clock. Bow' • t ha t? Quarter past 
nine? 

Yea. I'm here at eight-th1rtJ. 

Well, I'll be there, at nine o'clock. 

Nine o' olook. 

I 1 d be glad to. 

I'd love to oome up and aee you. 

No, that'e not neoeeeary, Mr. Secretary. 
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About n1ne. 

Fine. 
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I'll look forward. 

Fine. 

Thank you. 
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Julr Sl, 1941 
3:15 p. m.. 

209 

GROUP MEETING 

Preaentt 

H.J.!. Jr: 

'it1lite: 

H.M.Jr: 

Thompsont 

H.M.Jr t 

Jlr, Bell 
Kr. Sulli nn 
Kr. Viner 
)(r. Cochran 
)(r . Thompson 
Kr. Gaston 
Kr. Odegard 
Kr. Polar 
)(r. Blough 
Kr. Schwarz 
Kr. Yihl. te 
)(r. JCuhn 
Kiaa Chaunce7 
)(r, Graves 

Harrr lbite•s prescription, how to keep cool. 
Read the Jul7 8 New Republic, "The )(irage ot 
Production•. 

Bow to keep cool in rour teet and hot under 
rour collar. 

And straight. 

Noraan, 7011 look u though fOU had had a little 
golt. 

I stole some ti~~e and pla7ed golt • 

Good tor 7ou. Getting sense in your old aget 
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Thompson: 

H.Y.Jrr 

Thompsonr 

H.Y.Jr: 

Thompson: 

H.V.Jr: 

Bell: 

H.li.Jr: 

Bell: 

H.ll.Jr: 

Bell: 

H.V.Jrr 

- 2 -

I reall7 enjo7ed it. It was a~full7 hot. 

What did the7 do, get ;you back thia morning'1 

Yea. 

Tough luck. What do 70u know, &D.Tthing'1 

No, I find en~hing all right in mT shop. 

Dan, next to Nor.an, 70u look pale. 

Really? 

Yes. You had better get sensible like Norman. 

He looks disgustingl7 health7. 

21.0 

The State Department ia rather anxious to 
send a note this evening to the Bolivian Govern
ment to show that the7 are behind the President ' s 
statement in connection with this Nazi upris-
ing in Bolivia, and the7 want to include in 
that statement a paragraph along these linea: 
~The Goveruaent of the United States is pre
pared to consider the praot ioabilit7 of measures 
which mAT be suggested for cooperation with 
the Government of Bolivia in the stabilization 
of the BoliTian curreno7, and the appropriate 
authorities of the Government of the United 
Stat .. are undertaking studies with a Tiew 
to fol'IIUla tion of specific auggeationa• --

How IIIAilT initials are there on i t'1 

~Which 1117 be aade b7 the Bolivian authoritiee.~ 
None. But what I would like to know is if 70u 
are willing for ua to wort on a paragraph. 

Give .. a half dozen ini tiala and I will O.Jt. 
it. 
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sell: 

H.V.Jrr 

Bell: 

H.M.Jr: 
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I think I can 6et the O.K. of the policy, but 
not of the paragraph. 

Just give me half a dozen initials . You have 
got enough talent around here. I don ' t give a 
damn. 

I will get the ini Uale, You tell me whether 
you will go along. 

If there are enough initials on it, I will go 
along. 

211. 

Bel l: That doesn ' t answer my question. (Laughter) 

H.!.I.Jr: 

Bell : 

H.ll. Jr: 

Bell: 

B.M.Jr: 

Bellr 

H.M. Jrr 

Bellr 

I want six initials, and rou can start with 
Kiss Chauncey. (Laughter) 

All right. What else have you got? 

Well, can I work it out with the State Depart
ment? 

Yea, work it out . 

That is all I want to know. 

Bow is the fishing down in Bolivia? 

Indeed I don't know. 

I juat came beck to eign those blankety-blank 
commissions and then I can go back and go 
fishing. What else? 

At one of the last meetings with the British, 
you made some statement about profiteering in 
connection with the sale of Lend-Lease goode 
in Great Bri taln, and I think the statement you 
aade was that there should be no profit anywhere 
along the line. 

• 
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H.M.Jr: 

Bell: 

H.li.Jr: 

Bell: 

H.II.Jr: 

Bell : 

H.l.I.Jr: 

Bell: 

H.II.Jrt 

Bell: 

H,W, Jr t 

Bell: 

- 4 -

On aaterial that we bought. 

On aaterial that they bu;v froa ua under 
Lend-Lease. 
1hat ie right. 

Well now, that ia holding up a nllllber of 
requisitions until eoae pollc7 ia worked out 
and there hae bean drafted --

Don•t hold up anr requl aitione . 

A letter over in the Lend-Leaee office and 
sent OTer for our approTal which we haTe juat 
gone OTer and we think it ie a good letter. 

Fr0111 ue' 

No, it ian't from ua, it is from General Burna 
to PurTle, and we think that the policy, first , 
whether or not the commodities oan be • gally 
bought and whetber or not •• a matter of polic;v 
they should be bought under Lend-Leaee, is a 
matter for O.neral Bul'lls and the Fresident to 
decide. 

That is right. 

! a to whether or not the c0111odlties or articles 
can be spared is a matter for the Preaident to 
decide through the OPK. 

Cheok again. 

And that when Mr. Kack gets the requiaitions 
with those indloatione on there that eTer,thing 
1• otherwise clear, that he ha• nothing to 
do but fo ahead and purchua thn, and that he 
1houldn t raise &n7 queetion• about profit• 
and anJthing alee. 

212 
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H.M.Jra 

Bella 

H.J.l.Jra 

Cochran: 

Viner: 

Bell: 

Viner: 

Bell: 

H.ll.Jr: 

Graveu 

H.l!.Jr 1 

213 
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But I raised that question. 

I know you·did, but because you raised it, 
you are holding up a lot of requisitions, 
and we think that --

well , I didn't S&T hold up the requisitions. 
I haven' t heard, for instance, from Coe yet. 

We have the wires in now, three cablegraJU 
from Coe. 

But ProeUl'oent ia holding thea up because some
body who was doing the distributing gets 
a commission or a fee, and they are interpreting 
it as not profiteer ing, but they are looking 
for a profit, which is a term that covers 
the ordinary coat of distribution. 

That is right. 

And Procurement ia holding up theae ahipmenta 
because some private distributing agency 
in England is getting a commission or a fee. 
The fee may be leaa than their coat and yet 
ProeUl'ement would hold it up. 

Vr. [eynes made the statement at our last 
meeting that the British Government ~as paying 
out annually over a hundred lllil lion pounds 
in this distribution srstrm, that that was 
a subsidy to the diatr butora. 

Well , until I have got ti.me to look at it -
there you are, right there, Graves. You 
tell Cliff Mack go right ahead today until I 
get a chance to look at it. 

Right. 

Clear tbinga up until I hne tillle to take 
a look at it. 

• 
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Grave a: 

Bell: 

H.LC.Jr: 

Bell: 

H." .Jr: 

Bell: 

JI .M.Jr: 

H.l.!.Jr : 

Bell: 

Cochran: 

H.!.I. Jr : 

Cochran: 

H.M. Jr : 
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Yes , sir. 

Go ahead on t he requisitions he has got? 

Sure, clear everything today until I get time 
to look at it . 

You ought to have a meeting the first of the 
week, Yonday or Tuesday, wi th the British, 
at which time this might come up. 

Well , I have got to first decide before that 
which are good songs to go on the next radio 
program. That has got to come first, so in 
the meantime don't hold up any requisitions. 
Then I have got to read He.rry White 1 s New 
Republic . I have got a lot of stuff to do. 

I n the liP antime, the machinery is stopped. 

In the meantime, it is ~oing . A green light, 
Harold. Tonight . Noth1ng is stopped. 

We have got a couple of letters to go to Pur
vis and he is leaving. 

He can clear the stuff two minutes after this 
fellow leaves here. Two :linutea after Harold 
Graves leaves here the letters are cleared. 

But these letters are not cleared. 

Could we continue to clear those until we 
do get the ~ tters straightened out? 

Clear what? 

There will be some more of these requisiti ons, 
about ten or fifteen a day. 

Clear them every day. 

21tl 

• 
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Vi nert 

H.M.JI' I 

Vinert 

1lhi t u 

H.K.J'rt 

Bellt 

H.K.Jrt 

Btllt 

H.K.Jra 

Bell: 

H.K.Jrt 

Bellt 

B.K.J'rt 

Bellt 

H.K.Jrt 
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TU7 art holaiq up abt7 reqa.hltlou on that 
ltaa. 

I hope I ne•er ll•e to eee tha da, that I ea 
oallel the neok of tha bottle. lhat do 7011. 
ea,, V!.nel"f 

215 

I 414n't •&J UJthlnc. 011 sober aeoond thOJICht, 
I a.t.an•t aa7 • 110rd. (Laughter) . 

It h a flmn7 !lUI tor aobar. 

Bari'J'• neck h better. What ell e, Dut 

Can 7011 han a ••tine the tirat of tu 'l!'ll•k 
111 th the Bri tiaht 

Sure. Wedlleeda7, three o•olook. 

It h a little la h. 

'l'Und&J at three o' olookt 

Tueada7 would be better. 

Sold. 

All right. 

In the aeantlM, the atutt goea throa.ch nei'J 
d&J. lbat eleet 

That h all. 

It h all oltar at the lh1 te Bouae on tha tu 
lettera. It waa a a ... good letter, too. 
·'l'he I'J'11Uent wae nr7 •oh pleue4 111 th Olll' 
letter. Ba 414n't ohaJICe anfthlq, but nna 
hla vp a little. 

&boa.t ta.orrow -calll, I think 70"' apt co 
up oa the Blll u lone u JW pa.t on JGV uwor, 
lolla. 
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sulll.n.ns 

Bells 

\IIMtu 

H.Jt.Jrs 

Sullhuu 

H.V.Jr: 

Sullinnr 

H.V.Jrs 

Sulli.Tuu 

Foleyr 

H.V.Jrs 

Bells 

H.V.Jra 

Bell: 

R.M.Jra 

- 8 -

Thl• letter geta aal.led out Jutt betore rou 
end he lean to110rrorr 

There hu been a lot ot arrmpng done thil 
week. 

You '11111 delinr it b7 band. 

.la 70u aet rour toot on the plene, Frank ltnox•, 
plane to leaTe town, we deli.Ter the letter. 

.lre those orderet 

Yee. 

I already han the i nTI. tation. 

You had better go. You '11111 need the strength 
next week. I u going dom the rl. nr with 
hi• tonight. 

In oourae ot dut7. {Laughter) 

Cited·tor braTel'f• 

.tlufthl.ng else, Dan! 

That h all. 

1'b. Preaiden t 1111 nq oo~~pl1Juntar7 on the 
Trea•Ul'J letter, and eo • I. Certa1Jll7 
there ia nothing 111 haTe got to apologise tor 
on that. 

Our letter 1a all right. I don •t mow wbat 
be said in hl.e. 

Be not onl7 didn't 117 ~hl.ng to weaken it, 
but he strengthened our letter, beoeuee the 
part on lowering taxea, lowering the baaee, 
I .. an, he ea71 that he didn't dieouea it, 
you tee, ao it leaTII ua all right. 

216 
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Sullivant 

H,JI, Jrl 

Bell: 

H.li.Jr: 

Belh 

H.li.Jrt 

Gas ton: 

H.V.Jrt 

Bellr 

H.li.Jr: 

Schwan: 

Sullivan: 

B.li.Jra 
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He neTer .. ntioned that at all? 

He se;rs, "I never discuaaed thh with rou and 
Jere before, I am bringing this to JOUr 
attention for the first tiae. • 

He isn't mentioning what the Treaaurr has said 
about itf 

No, but before that he keeps referring to the 
Treasurr letter, 

That ia all right. 

Then he switches. It is three different things 
he ia talking about . One ia exceaa profi ta, 
two ia joint returns, and three lowering the 
baae. Now, the first two refer to the Treaaur,r 
letter. Then he goes on to the third and 
sara, "I have neTer discueeed thie before,• 
and he doesn't refer to the Treaeurr ~tter, 
ao it is obvious that it ia his own stuff. 

In the letters to Doughten? 

To Doughten. Needleaa to sa7, everYbody be 
careful not to 117 anything until 1 i ia on 
the ticker. 

What are we to sq after thatf 

Well, Sullivan holds a press conference and 
explains it the wa7 Pole7 did the other night 
on explaining the other thing. 

You will get fOUl' pLc ture in Ti•e Kagazine. 

There ia a co.plete answer,. 

Don't rcu think a vacation for me is good? 
ProA now on I work one dq a week. Harr7? 
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-
Whiter 

H.M. Jr t 

Viner: 

H.Jf. Jrt 

Vinert 

H.V. Jrt 

'llh1 te t 

H.M.Jrt 

lh1 ht 

H.V.Jrt 

lhitet 

H.V.Jrt 

1hi tet 
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The •oh1111r'7 h 10111& tornra 011 cettliiC 
clalb report• of nport• of tho11 thr11 
o01111bi11. I alre&dJ han •- but I 111ll 
keep tbn Wltll -- , 

lhat about Pl'oteuor Hallt lbo h ooDtaotiiiC 
Proteuor Hall mel who clou he aee'l Do JOU 
know Protee1or Hallt 

!oel Ballt 

Yea. 

I han •nr aet hia. 

1l1o h br1~11C hia illto the piotut'et 

I will f't 111 touoh with h1a mel han hi• 
... t Fo e7. 

lfq I reaillcl JOU agalll 111 two •••at 
It he 11 111 toa I will get hia right awa7. 

1Jolldertul. 'lbat elu, BarrJf 

You ub4 - -

It h ullli11e not to use a am w1 th hh 111for
aation. Be haffl!ot aore 1Dforaatloll about 
Genu117 thaD ocl7 elae 1n the world, mel 
here he h altt DC 1n WaahiiiCton mel 11 tar 
11 I lm~.1 nobocl7 uaea hla. h cl he haa the 
raak of Mlnleter. 

You utea ue to get i n touch with the Stmclarcl 
011, Walclell of the Dlltoh Jut lllcH.II. Be 11 
aoa here allcl he"• I t hlllk, h a rather 
iater11t11111 1tat-11t. Bh - h Waldo. 
TM otblr ollq wu aw&J 011 naatioa allcl he 
toot h11 plaoe, bat he .., thorOU&bb aopi
IDt ot wbat ll go1q 011 the"• !UN han 
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SUlli nn: 

Yihiter 

Foley: 

Whitez 

H.M.Jr: 

llhlte: 

Bell: 

Foley: 

1hiht 
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b1tn no ahip11111nta ot oil to Japan. We are 
keeping dail7 shipasnta and ao on in the last 
few d•11• we have a aeaorandwa, it you are 
interested, on the impact ot prohibition ot 
silk on our eoonOJI1. I can aerely uy briefi7 
that the various agenoisa agree that there 
would be no hara in stopping all laporte ot 
aUk, but I will aake the memorand11111 nail
able. 

Could I have a copy ot that, HarrTf 

Right. 

The barrage ia juat beginning to coae, Harrr, 
because on the ticker toda7 a couple ot 
mills have been closed and another sill ia 
golnf to be cloud, and the7 are going to throw 
elgh hundred or tlve hundred additional 
employees out ot work. 

WOll , that doean•t check with the data which 
la available. 

And thoae labor organization• are going to 
be descending on ua, and I think we had better 
be equipped with all the data and uterial 
and l.ntorution --

I ought to send aoaebod7 up to Gothaa Rosier;r 
and lind out wb7 the7 cloaed. 

I have got a aan who knows a good deal about 
textile aanutacture, boca whoa we could get 
a lot ot inforution i! ;you want to send hia 
around to exaaine the hoaier7. (Laughter) 

Where ia itf 

You don't want to know ;roureelt, do you, 
RarrTf · 

I will aurve7 the tield atter he deletes the 
r a70n users. (Laughter) 
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\\hi tu 

H.M. Jr: 
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'fell, Harry, I really think it would be worth
while sending so11ebody up to Philadtlphia. Tha 
story I saw was about Gotham, Philadelphia 
is the hosiery center. That ia where they 
make them. 

'fell, I think aoaebody from George • s shop 
ought to go up. 

ihere is George' 

Bel l: He at~ed away this week. He wasn't feeling 
so well. 

1ihl te: 

H.!l.Jr t 

Bell: 

H.lt!.Jr t 

Foley: 

Bell: 

H.ll.Jrr 

White r 

H. \I,Jr t 

Bellr 

But I will be glad to send soaebod;y. 

No, if it is George - ask saaebod;y, will ;you, 
Dan, fro11 George ' s shop to go, will you? 

Yea, air. 

The sooner t he better. 

Jind before he goes, Dan, ;you llight have biJl 
talk to Joe O'Connell and Harry's 111&11, who han 
attended soae aeetinga with Henderson and OPK 
and soae of the other agenoiea • 

.Ul right. 

Wl.ll ;you' 

I think what we llight do h send one aan to 
Philadelphia and one to the Jew Jerae;y area, 
which is a big textile center, and aee how 
their r eports are reconciled. 

Let somebod;y be on the spot )(onda;y aorning. 

I will do that. 
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R.II.Jr: 

sulllnn r 

Gaston: 

Whiter 

Gaston: 

R.N.Jrr 

Gaston1 

R.li.Jrr 

Gutonr 

llhl.tea 

H.M.Jrr 

GastonJ 

Whiter 

Gaatonr 
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And therllight, before the7 go, alao aee 
Lubin and see whether Lubin hu an7 auggeatiou. 

On the Bill the7 are tal.lting about a tax on 
a ilk. 

Harrr, 7ou were apeaking about a dail7 report 
on oil ahipmenh to Jal)an. You are fllll.liar 
with that report, arenlt 7ou, that George geta 
out that showa dail7 all ahipmenta of oil to 
Japan? 

I aa not fud.llar w1 th it. We get thia froa 
our ahipping control do1111ataira . 

1here is such a report that Georfe is getting 
out dall7 that we have been gett ng out for 
aome montha. Copiea go around to different --

I don't get them. 

I think 70u said it wasn't -I think some 
time ago 7ou said fOU didn't want them anr 
more. There is a dailT report --

1 get a weekl7 one. 

•u, this 1a the dail7 on which the weekl1 1a 
bued. It fivea the nue of the ahip and the 
aaount of o 1 and so on. 

well , I think we get that from the , ... place 
Gaorge gets it, which is !rca our ahipping 
control. I didn't know he waa getting it. 

Gat together with George. 

Shipping control? What is thatf 

There ia a shipping oontrol ottioe dowuetaira. 

The M-rchant Shipfi!f Control office ia not in the 
Cout Guard. It an t here • 

Regraded Unclassified



H.!II.Jr: 

Vlhiter 

Gastonr 

Viner: 

1hlte: 

H.\!,Jr: 

l'lhl. te: 

H.li.Jr : 

Schwarz: 

H.V. Jr: 

Bell: 

B.li.Jr: 

Chaunoen 

H.ll.Jr t 

Sohwaru 

Chauncey: 

Bell: 
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It used to be here. Anr-ay, it is Coast Guard, 

Our aan said he gets it froa a downstairs 
office, 

The only point is that there is no uee duplicat
ing it. 

HarrJ, that ia the White House acrose the 
street. 

You aean we are on top o! the White House in 
aany ways! (Laughter) 

'Mlat eue have you got, Rarrtf 

That 1e all. 

Wonderful . Chick? 

I! you are not having a aeeting in the morning 
I would like to check - will I take you or 
you and Dan tomorrow across the street for a 
picture? 

Tha .., rd I got was Dan and ae. 

I thought i t would just be you and the President. 

Tbe word I got was Dan and ••· 

I got that aesaage troa Gentral Watson and I 
t old Kr. Bell about it • 

.l quarter o! one wi th Dan and ae, and the 
President !eeda ae at one o'clock, 

I will check on that. 

Kr. Bell has t~e check. 

Yea, ai r, and the bonds. 
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H.l&.Jr : 

sohnru 

H.M.Jr t 

Schwan: 

H.JJ.Jr: 

llrneu 

H.V.Jr: 

Grave a: 

H.!.!.Jr 1 

Grana : 

H.V.Jr: 

Viner; 

H. ll.Jr: 

Grave1 1 

H.V.Jr: 
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.Ul right. We will han Barry Wood come down 
and sing a song, 

"Any Notes Today"? 

Yee. Anything else? 

That ie all. 

!l&rold? 

\bi le you were aw'7 we received addressed to 
you a very cordial l etter froa the Secrettr7 
of the Int erior, acceding to our request for 
an indefinite extension on this Treasury Bouse. 

I see that you are pleasantly disappointed by 
your figures of July exceeding ){q. I think 
you ought to be ashamed of yoursel f . 

I am. On the basis of our oash deposita, the 
sales of all three bonds through yesterday 
were nine hundred ninety- two million. 

Nine hun.dred how 1111ch? 
' 

Nine ninety-two, and I think it is almost certain 
that tod17, the thirty- firs t, we will go over 
the billion. 

ih;y not let's have a little something for --

Preas release. 

To take over and let the President give it 
tomorrow when he signa . 

){r. )(uhn, I think, has a atateaent ready now. 
We won't know until about noon t0110rrow. 

Well - -

• 
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Kuhn: \loe oan take a ohanoe . • 
Graveu 

Bell: 

Graves: 

B.U.Jr: 

Bellr 

Gravee: 

H.M. Jrt 

Vinert 

Bell : 

Whlte t 

Bell: 

Vinert 

B.li.Jrt 

Gravee t 

H.V.Jrt 

Iuhn: 

I! that will be too l ate. 

Harold, 7ou could include stamps. 

No, 7ou can't include etampa, because in the 
firet place we don't know stamps, and in the 
second place, stamps duplicate on the bonds . 

Well, if worst comes to woret, Dan can shoTe 
•ome of Saturda7'• in to Prida7'•• He has 
done that before. (Laughter) In the good 
old da75 when Vellon wae here. 

!he Pre•ident used to accuse me of haTing an 
extra pocket. 

I think no doubt, without an7 tudging, we 
will have it --

Oh, Dan can fudge the figures. 

He lll.ght llake a lliehlce in addition. 

That ia right. 

Jake can alwa7• giTe 70u that. 

It lll.ght go th.e other W&f, Jake. 

That is subtraction. 

Anrq, we will take 1. t over and see 
ge the President to gi.Te it . 

What time do 70u need it for that? 

A quarter of one . 

if we can' t 

A little statem~nt for the President to aake 
rather than for 1ou? 
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Regraded Unclassified



a.v.Jr: 

Xuhnt 
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White: 
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Gravea t 

B.li.Jr: 
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It he will do lt. 

If he won' t, then will 7ou do lt tOIIOrl'owf 

Yea. 

I had occasion to eee a long lettel' that had 
llr. Gravea' signature to llr. Studebaker 
describing their campaign and the purpose of 
it. I must say i t was very excellent. 
I don't know who wrote it. It was an ex
cellent job. 

Harold, will 70u stand up and take a bow? 
Be can't be a hundred per cmt nice. Be aa11 
it was a letter but he doesn't know who wrote 
it • 

.b a aattn of fact, that letter waa done, aa 
I undel'atand, b7 George Forte Milton and Peter 
Odegard, and it was, I thought, a ver7 excel
lent statement of ourJrogra in so far aa it 
affects the education institutions, but I 
decline to take a bow, because all I did to it 
waa sign lt. 

Would you al.nd asking }(r. 'IIUte what the hell 
he ia doing putting his nose into Studebakel''a 
shop? Wh7 can ' t he come and eee your lettera 
in your 1'01111? 

It was studebaker' s foot in my shop, not 
mine in hh. 

What else, Harold? 

I have nothing else to bring up here. 

I thought U we had a few .tnutea you and Pete!' 
and Ferdie al.ght ata7 behind and we will chew 
the fat a little bit . 
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I have some people waiting in _,office 
and I will como back. 

.Ul right, 

(Kr, Odegard left the conference) . 

Dr. Viner, will you be here tomorrow? 

Yea. 

We will get together. Right after the nine 
thirty meeting? 

Yes. 

Miss Chauncey, put Dr. Viner down, please . 
Did they treat rou all right? 

Oh, yea, I had a nice vacation. 

Did 70u get mJ message about looking into thi s 
whole business? 

No. 

Do 1ou sit in on this meeting on --

Yea. 

You do? 

He not onl1 sits but participates. 

No. 

Yea. (Laughter) 

.Ul right. Well, 1 pereonall1 - I mean, I 
think eve17thing that I heard ie grand 
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Whl. te' 

Foleys 

B.J.I.Jrt 

- 19 -

ln the utter of operation., but I 111 not 
convinced or aold ret that people like Noel 
Hall, and all theae people are all tied 
ln, and that everything la looked up tight, 
all the loopholes for atuff that geta 
to Ge~y 1a tied up in South Alllerioa. 

Why don't you tell the Secretary about 
the suggestion of youra for thia coordi
nating co.aittee with thea, which la 
part of thia picture? 

That ia what I started to tell hia, .and 
you ahut me off. (Laughter) 

Do you remember 'llhat I ahut ;you oft 
witU 

Well, go on. 

Yea. 

I a ao glad he is feeling well. 

Go on, do aome aore, Harr7. 
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We made the suggestion to Dean Acheeon 
that he organize a coordinating committee 
over in the State Department so that the 
other governments that have machinery similar 
to oura to handle the Far Eastern situation 
operate in concert. In other words, Aus
tralians, Canadians, and the other dominions, 
Great Britain. 

Dutch East Indies. 

Dutch East Indies ought to - I mean, they want 
to cooperate and they don't have much inter
change of information among theaselvea. They 
will give the united Statee the information, 
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but Canada won' t give it to Aus t ralia and 
Australia won't give i t to Great Britain, and 
I suggested to Dean that he draw those groups 
together and he keep them infoMRed aa to what 
we are doing here ao that if we grant a license, 
then they grant the license. If we shut down 
on a particular commodity, they shut down too, 
so tha t we have a united front and we have 
the most effective control, if possible. 

And I hope fro• time to time you will t ell 
Kr. Wallace about it . 

Yee, we will let hi• know once a week. 

I think it is swel l. 

were you through, Jake? 

Yea. 

Ferd\ e? 

Nothing. 

What is that, llerle, aoae --

• 
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I han all of those. 

Wl.ll;rou send thllll up to the house? 

All right, fine. Thie 11 a oopr of the •usage 
that went to 'Ct.ea Blanca (J'u}f-24, 1941). lfr. 
Welles 1n1tialed that per1onall;r the other 
night. 

ell, 1"· 
And I wrote lfra. Lehllt.n and sent her a cop;r. 

Can rou send a oop;r to lfra. llorgenthau at 
Hopewell Janotion? 

I pT~ one to lfre. nota. I thought lfra. 
Mol!Ugll sent it. 

lfra. nob wasn't here llonda;r. 

No, this was Frid&T before ehe left. 

You haTen't heard? 

lo. 

Tb&lllt rou. 
Here h th.e plaque. That h a auple of wb&t 
thq are girtng the orewa of those three de
atrorera. !hq wanted to know whether ;rou 
apprond that f1n1eh before the;r go on nth 
the others. 

Iu. 

low, 1t I aa not lll.etaken, I think Captain 
Beardall is the President's NaTal Aide. 

Iu. We han two of those now. 

• 
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That h perfect. 

Then I will get the other two finiahed. I 
will send these meaaagea to tha houae. 

It ;you plea11. EYer;ything alae all right? 

We have one &lao from Turke;y. You raaemb41r 
we sent an inqui17 out there about taking 
OTer French properties and so on. 

Yea. 

I will 11nd ;you that. 

What sort of report did ;you get onr the week
end on your Kr•' 
Very good. We went up to New York for two 
dqa. 

You got a good report? 

Very good, thank ;you. 

"Skeeter• Johnson 1a being retained aa Clerk 
of the Senate Finance CcDIIlttee. "Skeeter" 
Johneon, who na Clerk of the Senate Finance 
eo.lttee under Pat Harrhon h being retained. 
Thq thinlc he 1a about the cnlT one in the 
staff who is being retained, and he called 
right after lunch. Senator George expects 
the bill will be OTer there by next Yedneaaa,, 
and he would like to spend l'eClneaday and 
Thurad&J in exeoutiTe aeaaion with Be...n 
and O'Brien and Stu andCaelt and just 
explain the bill, not ar ng &D1 of the 
.,rita of it, to the ... era of the Committee. 
And then go ahead e1 ther Friday the eighth 
or Monday the eleTenth with you, starting 
public hearing•. 

lhen'l 
• 
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Either Fridq the eighth or Monclq the eleventh. 
Be inti.JIIa.ted that he thought that the eleventh 
would be preferable, and I didn't comml. t rq
eelt. 

That would be perfect, because I am planning 
to leave on the fifteenth again, you ·aee, 

Well, I think in view of certain dela~a that 
III&Y occur, I had better tell him that the 
eighth would be a little bit too soon . 

No, I would tell him the eighth and then let 
hila postpone it. Say I am read¥ the eighth. 

Well, they will announce it right ott. 

Well, eo much the better. It will go over 
a~, but--

I don't think it will. 

What is the matter with the eighth? 

Well, I am not so 8\ll'e that this thing i's goi~ 
to get out of the Bouse. 

Then it rill be postponed. 

Then in that event it would be postponed, 

But it won ' t be the Secretarr ' • fault . 

I would tell them I will be read¥ the eighth. 

The eighth or whloh ever date th-.r prefer? 

No, I am read¥ the eighth. 

You are r ead¥ the eighth? 

r ... 

• 
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.Ul right. He uked • to ~t 7our preference . 

I 11'111 be readJ' lll7 tillle !r0111 the eighth on. 

Right . All right, I will--

Now, with that in mind, I would like Ro7 
Blough and Ferdie to go to drafting at once. 

Ro7 has alreaar started on that . 

And then as soon as we - I would like to have 
something llonda7, 70u aee, end it 70u han 
&Q7thing be!ore Dr. Viner gosa, give hla some
thing eo he can take it, and then he can 
telephone b&ok hh criticieas, fOU aee, but 
I would like veq 1111oh to use that memorandum 
that--

The !ir at part. 

That we prepared tor the Preeident. 

That is veey good. 

Bringing it up to date aimpq i n view ot what 
the President has said and Henderson and so 
forth. I think t .hat is about aa good aa aey
thing. .. I haven't read i ti but Eoolea sent 
ae tlila aorning hla artie e which la going to 
appear in the August Fortune on, I gather, 
taxes . Haa aeyboq uen it? 

For oorreotion before he sends it or aerel7 
!or information? · 

No no it is all printed. I said it was 
Eo~lu: (Laughter) I won't read it . WhT 
don' t 7ou give it to those people? It came 
in this morning and I said to aend it to the 
house. Did I g{n it to TOU? 
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Chauncey: No. 

n.M.Jr: 

Chauncey: 

!I.Y.Jr: 

SUllivan: 

Bell: 

II.JJ. Jr: 

'llhite: 

Viner: 

Sullivan: 

H.Jl.Jr: 

Sullivan: 

H.JJ .Jr: 

Sullivan: 

H. IJ.Jr: 

Foley: 

It must have been Bob ).[oHugh. He is the only 
other person I heve seen. I won't read it 
over the week- end. 

Give it to who? 

Blough. 

Among your fan mail was a declaration of the 
second war between the states. ·~ch opposed 
to joint income tax returns. In fact , refuse 
to Pill that way. Great majority of Kentucq 
women are with me. • 

Women are women. (Laughter) 

Ask George Haas' experts who investigate the 
silk industry, et al., to go down to Kentucky 
on it. Maybe White will want that job. 

Not Kentucq. 

That isn't an industry, it is an institution. 

That is all sir. 

I am going to call Senator George to congratu
late him. 

Fine. You are not going to call Dougnton? 

No. 

Good. 

I will take the leaf out of Sullivan's book. 
I will gradually pick up a little New Hampshire 
politics. All right. 

Before you went away Gordon Rentschler came in 
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to see Y?U and mentio.ned the Silesian-American 
Corporat1on, a matt er that c~e up before the • 
polioy group on Saturday afternoon. Alter 
a good deal of Saturday afternoon--

When? 

Last Saturday afternoon. 

Were you there? 

I was there. Alter a good deal of considera
tion and debate back and forth, it was the 
unanimous decision of the three Departments 
that the license not be granted, and we put 
it out . We expected to have a good deal of 
pressure , and we did have some pressure . 
Averill Harriman is interested and a fellow 
by the name of Wolfe who represented the 
Anaconda KellTa. He tried to get through 
to t he President on t he matter Saturday 
night. 

I have heard of the New Hampshire Sullivans, 
but not the Anaconda Keilya. 

I am kind of suspicious. This is the high 
bracket tor that tribe. 

You never heard of Kelly, the King of llontana? 

No. 

He got hold o! Steve Early, and Steve put him 
in touch with Herbert. They were quite--

Steve? 

Ear ly. He t r ied to got through to the Presi
dent. 

He just tried to get to tho Presidant and was 
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referred to Earl:y, and Earl:y s&id, "Well, 
talk to Gas ton about it," and he did. 

Colonel Donovan got hol d of me on Sunday 
morning, and he wanted to send out a memorandum 
which he did and --

In which capaci t;y'l 

Viall , he said that :you had told him that he 
might bother me from time to time, and he 
wasn't going to take over until Tuesda:y in 
his new capa.cit:y, and therefore he felt that 
he could call me up and send out a memorandum, 
so I called him back after I got the memorandum 
and I told him that we had turned the thing 
sown and there wasn't anything that could be 
done about i t . 

He is doing this as an attorney? 

Yes . 

It is the damndest t hing I ever heard of. I 
told him he could bot be r you as working for 
President Roosevelt . I am surpr ised that he 
should t wist a thing like that. 

He said, "These fellows are going to put out 
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a statement, " and I said, "VIe are going to 
put out a statement also. We will be on the 
ticker before the market opens Monday morning. " 
So then he talked about Wi ley and some of the 
other things in connection with th~s new set-up, 
but I thought you ought to know that there 
was a good deal of commotion because we did 
turn them down. 

There was one thing which I am not satisfied 
on that Rentschler mentioned, and I want that 
run down to the bottom. Did you get the 
message? 
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Y11, and Mr. Secret&J7, the reaaon that that 
waa held up 1a juat beoauae of the naber of 
application• in the New York office. 

That ian •t what I 11ean. 

That Jewish organization? 

No. 

~. 

What I aa talking about 1a that Rentachler 
told 11e that the go-betwun waa ~card Frerea 
working thJoough a Slliu oorpcrat ion. 

That is right . 

Now, what I want to know--

That is right. I lust got your memorandum 
on that a few mlnuiea before I came in here . 

Juat wait a lllinute, Ed. I happen to know that 
a lot of that went on during the l.&at war and 
the an who 1a handling it, he llentioned it, 
la thia foraer Geraan banker. 

Jeidela. 

'l'hat I want to know ia, and I don't han to be 
booked OTer the head twice, h how IIWI1 other 
deala baa Jeldela got on, and I wouldn' t heal
tate, on the part of the United States Garern
unt, to aand for Mr. Jeidela and aq, "Now, 
here 1a thia deal. BDw ll&lliJ acre have you got 
on? 'le would like to know. 

Wa had correapondenoe yeahrdq with the 
Briti ah on Jeidela. 

You Me, I nenr forget these thinga. 

• 
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Mr . Secretary, if anything develops on Jeidels , 
talk to me • I have got some - I know him and 
1 know something about him. ' 

I would like to know it right after this meet
ing. 

Jeidels came to see me late last ~eek on this 
very case at the suggestion of Johnny Ranes , 
and 1 offered to turn him over to Foley, and 
he said, "No, 1 just want to put in a word 
for the thing, • and 1 passed him on to Foley. 

I cleared with Dan our action before we an
nounced that we had rejected the apolication, 
and Dan said, "O.K. • • 

That is right . 

Novt let me tell you something. The former 
Undersecretary of the Treasury used to be
the last one under Mills . 

Ballantyne? 

Arthur Ballantyne. That was Lazard Freres ' 
pipeline into this Treasury. 

Now, they never could have one as long as I 
wa s here, and the Lazard Freres in London -
well, I won't go into the whole story, but 
they have always got their pipelines with the 
Government, and this is the only time they 
have never been able to have a pipeline into 
t he Treasury. Along comes Jeidels . He comes 
down here and he gets just like thet with 
Johnny Hanes. I warnea Johnny. 

Johnny Hanes? General Wood . That is what I 
know. 

Johnny Hanes and General Vlocxl ? 
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No, Jeidels. 

That I didn' t know. But I know this Lazard 
~reres crowd, s~ when he dropped the word 
Lazard Frerea, I wanted to find out about 

it. I don't see why we don't send tor 
Jeidela. I don't think he has got his citi zen
ship papers. Simply send for him and say, 
~t other deals have you got?" 

Do you want to have a little look into him 
and see what there i s do;m tolm on him? 

I sent a messace through I wanted Lazard 
Freres. 

That went through this mornine. 

Jake, we didn't - every one of us felt that 
this Swiss Banking Corporation for which 
Laeard Freres was acting as agent in this 
country was front ing for a German interest . 
We didn' t have t he vroof. You oan ' t know those 
thin~s definitely W1th documents, but we all 
had the same impression, and vte turned it 
down. It ia very funny that - I mean they 
have ~ot the property. The American interests 
haven t had a07thing to do with the property, 
don't know what is going on in the property, 
haven't been near the mines, ao that the 
Germans can't get any more control, but it is 
like all these other deals that are coming 
along. The I. T. and T. deal , the Standard 
Oil in Huneery and the Standard Oil in Germany, 
al l of these propert ies now the Germans went 
to buy e.nd we have turned down all of them 
so far because there is no need of determin
ing a policy in so fer as our property there 
and their property here until an over-all 
policy can be establ ished. 

How, I want to make this suggestion, that we 
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consider sending a group Which is comparable 
to the group we sent to the Philippines to 
Switzerland. I think it i s far more important. 
And one to Sweden. I think it is far more 
important that they go to Sweden and Swit zer
land than it is that they do to the other 
place . I would like - because the State Depart
ment wouldn't go along with me on Sweden and 
SWitzerland that you had to prove your story 
before you acted, the burden of proof, but 
only after. But I would like that comadttee 
when you meet - you meet at four o'clock don ' t 
you. 

Yes . 

I sug~est that we send comparable experts 
immed~ately to Sweden and to Switzerland. 

There will be a handicap that they wouldn't 
get cooperation in those countries. 

The problem will be different in eo far as 
Sweden and Switzerland are concerned. 

Now, l ook. You have got this SWiss Corporati on 
with two or three million dollars riibt here 
in New York, and I am sure that - well, l ook, 
supposing it costs us twenty-five thousand 
dollars to each pl ace. That would be a top 
figure, wouldn ' t it, for one year? 

I suppose so. 

You might catch - you might lose fifty thousand 
and you might catch- -

Five hundred million. 

Yes. 
I think you might insure their cooperation by 
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the tact that 7ou control whether or not the7 
shall have these general licenses, so under 
normal circumstances you might have difficulty 
getting their cooperation, out under the 
present circumstances I think they would be 
eager to cooperate because if they don' t 
cooperate there might be a cancellation of 
the general license . 

That is right. We would put them on a special 
license basis. Both count ries are operating 
that 'W81· 

When I heard Jeidels, Lazard Freres - here is 
Bob Brant, a member of Lazard Freres of London, 
controlling the tood purchases in this country 
for England. I think it stinks. 

In a cablegram today Fox is asking for observers 
on freezing at Shanghai and Honglcong. 

God, I - -

That is even more important, I think. 

I would spend the JDOney liberally. 

I think 70u are right. Of course the problSRs 
in so tar as Honolulu, llanila, and Fox are con
cerned, are operating problems. The problems 
in Sweden and Switzerland are problems of 
observation and detection, and 7ou require a 
different kind ot personnel, but you have to 
have people who are tamll~ar with our controls. 

I wouldn' t keep~ man out too long • . I would 
keep him out and let him get the exper1ence 
and send him back and send somebody else. We 
will t rain these fellows . 

I have a message today, and I will send it 
along with these other things tonight. 
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But that kind of stuff - wae there something 
else about Jeidels you wanted to tell me? 

I can tell it here. Jeidels was invited to 
talk to a small group, of which General Wood 
is chairman, in Chicago, and I was there at 
that meeting, and it was an argument that 
democracy was througn and fi.niahed and that 
Hitler re~ly ~ad the right idea but had 
made certaln m1stakea, gone too far in certain 
directions, and General IVood was aqing, 
"You are right . You are right.• And I 
protested a little, and then the meetinR 
broke up, and I walked over to his hotel with 
him, and I told him, "You are not doing a 
Service to the United States by talking like 
that in this country, Yr . Jeidels." Now, 
I think I have a record on that, because I 
think the meeting was one in which there was 
a secretary that I know--

! would like to know, and I would like to 
know whether he is an American citizen. You 
aq Johnn,y Ranes got into this? 

Johnny Hanes called me up and said he knew 
this fellow, and he was &ll right and wondered 
it I would see him. I said, "Sure, I will see 
him if he has got business with the Treasury.• 
Be came in and this was the stor{ he told me 
about this company, and I said, All I can 
do is pass it on to. the people who are handling 
it and I am sure they wlll give it every con-

' " sideration. 

Then Saturdq Ed called me up and asked me 
if I was interested in the case, because of 
this conference I had, and I said, "No, go 
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Fole;r: 

Viner: 

- 34 -

ahead and do what they thought was rigBt.• 

I would like to add thi a item that just the 
other day the Financial Attache of the Hun
garian Embassy came in to see me and told me 
that on that deal that ao far has not been 
approved--

The Hungarian has not? 

He said he and his Ulnister hoped we would 
disa~bove it, and i t ia their impression in 
the a sST here that while they can't tell you 
that, that eveeybod.Y in Hungary hopes you dis
approve it because they think it is being 
done under coercion . 

242 

You see, ltr. Secretary, up until the time 
Ge1'11W11 picked up gold and picked up foreign 
exchange in Holland and Belgium and these other 
countries, she wasn't interested in buying 
any of these properties in Gormany. She had 
the benefit of the use of those properties. 
Now she has got some gold and some exchange, 
and she ia coming around and the same deals 
appear in each one of thsae. 

She has got a billion dollars of gold that she 
piQked up at casa Blanca, the French and 
Polish and Belgian gold. 

Aile ahe is teyine; to buy out American interests 
in German concerns . 

To alienate them no matter what happens in the 
war. 
That ia right, no matter what the result of 
the war w.r be. 

And she doesn't care whet price she pars, so 
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Foley: 
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Foley: 
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Viner: 
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Viner : 
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that these people who owned the property are 
being offered much more than the book value 
now. 

This Silesian thing was muoh more t han it 
was worth because the bonds were no good and 
they were running up an exchange on the antici
pation we would grant the license and this 
money would be made available to this Swiss 
banking group to be used to par ott these 
bonds here in order that the equity in the 
German properti es would be repatriated in 
Ge~. And that is the only v&lue that the 
darned bonds had. 

Talk to me sometime about publicity on that , 
will you. I have got some ideas. 

Yes . 

O. K.? 

Yes. 

Want to go to 7our meeting? 

Yea. 

On that--

Wait a minute. 

Talk to lfiller. You know, "You Can't De&l 
With Hitler. • Douglas !Iiller. I f you want the 
history on that, get the lines from him. He 
knows those details. He is still in the State 
Department, isn't he? 

No, he was, but he is no longer. 
free- lance now, 

Oh, yes, Rockefeller Foundation. 

He is a 
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Merle S&id he was mixed up in sou exchange 
problema. 

I had some other things I have been working 
on with him that are pretty bad in that 
investigative set up. 

Really, 

I would like to get them straightened out, 
but this looks a }1ttle worse {han the rest 
of them. 

Oh! 

Thank you all. 
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Jaclteon: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HI!Jr: 

J: 

HI!Jr: 

J: 

HMJr: 

J: 
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lCee. 

Hello. 

How are you? 

I'm tine. How are you? 

~uly 31, 19~1 
:15 p.m. 

All right, thank you. I have thla query. 

Please. 

A friend ot mine, representing the International 
Union ot Butcher ~orkmen, Vblch are the •eat 
cutters and the packing houae tellowe ••..• 

lCeah • 

• •••• A. F. ot L. -they're anxious to plunk 
down a million and a hundred thousand on 
Defense Bonds. 

lCeah. 

They went to beat the too figure that la now 
existing, wh.ich I think ia Amalgamated. 

Yeah. 

They want to ex traot the moat good tor your 
campaign and the labor oove11ent in the ~roceaa. 

lCea. 

They asked me whether I could ~eeibly talk 
with you and maybe get them a chance to have 
tive minutes with you it that waa advisable 
or not. What do you think' 

Well, I'll tell you what I' d 11lte to do, Jus t 
eo to keep my organization line straight • . .•• 

lCeah. 
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'lh.tl t' a-llia-nua handles thaee labor tllinga 
tor me. 

Houghtaling. 

Houghtaling, yea. 

Well now, I'll tell you.wbat they d1d. They 
went to the man whom Houghtaling took on ••.•• 

Yeah. 

•.... who ia a triend ot mlna - old 011 llyatt. 

Yeah. 

They went to 111m ••••• 

Yeah. 

•••• • and he Just wanted to be sure that every
thing ot the most nature could be extracted 
out ot this t or the oampaign •..•• 

\~ell, Gardner, unlees there's something I 
don 't know about, I'd love to have you bring 
them ln. But Just let me oheok through 
Houghtaling' s ott1ce. 

Okay. 

And either I or Houghtaling will give you a 
ring in the morning. 

ouy. 
How 1 a that? 

That 'a tine. 

Thank you eo muoh. Sounde good. 

Yea, it ia. 

Are those the same people Who put on that 
ewell art exhibit up at New York? 
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They're the ones. 

Well , they' re good people. 

You bet. 

All r1ght, Gardner. 

Okay. 

Taite care of yourself. 

Thank a. 

Good-ore. 
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HMJr: 

Operator: 

HMJr: 

Senator 
George: 

'O!Jr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

H>!Jr: 

G: 

IClJr: 

G: 

HMJr: 

G: 

Hello. 

Sene tor George. 

Hello. 

Hello. 

July )1, 19111 
II: 39 p.m. 

Henry Morgenthau sneaking. 

Yea, Henry. Tb1a is Walter George. 

248 

Walt, I Just wanted to tell you I ¥&8 delighted 
to read that you accepted the Chairmanship or 
the Finance Committee and to tell you that •.•.• 

Well, Henry, I don 1 t know. or course, there 'a 
more work involved and I'm- I'm not ae strong 
aa I used to be . ..•• 

Yeah • 

• . • • • but I want to talk w1 th you because I 
~ant to work wi th you. We have to work to
gether on this tb1ng •.... 

I know . 

••••• and ain't any use of bav1ng contrary 
theories about things, becauae what we've 
got to do 1s get the beat program we can. 
You and I both know tha t. 

Yeah. 

And work i t out. 

Well ••••. 

I'm at your command any time, and I told 
Skeeter Johnson to confer wi th the Deoart
ment today and say that I thought that we 
would begin Wednesday with an informal 
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Executive hearina Juat 'b ·~ Y- trom the exoerte • ••.. 
Yeah. 

•.••. and trom the drattamen ••••• 

Yeah. 

••..• to analy~e Juat what haa been done by 
the Houae 'bill. 

Yeah. 

And you all could apoear Friday, or, it you 
preferred, you could go over to Honda)'. 

Well, I - I'll be ready any time trom Frida)' 
on. 

Well , l eave that with you. 

At your convenience. 

But I'll keep in touch with you. 

And, I Juat want to let you know that anything 
I can do to make rour Job easy, ie what I'd 
like t o do. 

Well, it's highly important that everr ettort 
be made to have a program that we can all get 
alof18 with, even it it hn1 t all that anybody 
wants. 

Well, I ...• • 

And you and I know that you are not going to 
get anything that anybody wante 1n taxes now. 

That'a right. 

Because it we did , we wouldn't g~t much ot e 
tax act at ell. 

Well, all I can aek 1a any time there's any 
misunderstanding, you g1ve me a r1ng, and 
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I'll oome up and aee you. 

Well, I'll certainly confer with you. 

Don't let the eun aet on any m1aunderetand1ng. 

Oh no. There ' ll be no m1aunderatand1ng; and 
even 1t we have honeat d1tterenoea, I think 
there'e some way to harmon1te those differences 
in the interests ot the country; and we Juet 
have to do that, because 1 t' a cui te 1mpoee1ble 
tor anybody to have a orogra2 that 1nvolvee nov 
aa much as - money as we have to have •...• 

Yeah. 

••..• that vas going to meet everybody 's vleve. 
I know that, and you do , too. 

Well, thank you; and I'm her e and I'm at your 
service. 

All right, Henry. Thank you very much. 

'lee. 

Thank you very much. 
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JW3 31, 19U 
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Jul¥ 30 
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T REASURY DEPARTMENT 

WASHINGTON 

hl:r 31, 19U 

• 

'ne tollowiac repon u ate of requata reoehH 

tor •»:r Bon• '1'o4a;r?• boa tile eqerU.atal aailiac of 

10,000 •art•: 

1ul:r 1 - 29 

1ul:r )0 

Total 

112) 

10 

11)) 

6572 

130 

6702 

252 

• 

Regraded Unclassified



au t!MI 

..... II ............... _, 

.... 0:0 I • -·· •' ?!'+ 
• s. , • J• • 'a rta• " • .., ... ,. ........... .... 
.ul'-w& ........... E p e 

Wnt' 'Tte 

lllcM&J.....,. 

.,.. h VIe a. llu a at, 
.. a&tel lo 

~ 253 

d :' r 

l!liG/aff .,v. ... tf/K/fi 

co - "r. Thon'>aon to,., th"l' "1 t" co.,y 
ot 1noo~1n~ letter. 

Regraded Unclassified



' 

·" au.., 

_ ...... .............. _., 
... 5 sS I • - M W t ' "'6 
...... , •• 't bi .... 

W I 1 & M X,tlllal ..... 

..m-. ................. .. 
en u as ... 

. . 
. . 

.... It 'UIJ I. • II ¢', 
• 

... , ... ¢1 

I §'!all 

•• - 'llr. !I o::::r:;n wr."'• wt."' oen 
/ ot 111 let ... 

' 

Regraded Unclassified



( 

TH E WHI'TC HOUS~ 

W4 aHtMGT'ON 

Jul,v 25, 1941. 

DeAr Henry: 

I ho.ve just heard !'rom 

llolen Gahagan what baa been ougeuted 

in re.Corence to Eleanor Nlloon l:cAcloo . 

U ouch a thing is possible, I oball 

bo deeply vatetul as she baa been on 

Affectionately, 
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TREASURY DEPARTMENT 
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CONFIDENTIA 
lleclotoro4 otorllac \l'MoacUono of \ho reporUac 'loaall:o wro ao follow• 

aol4 to ·-""l.al ooaoerao L6o,ooo 
l'vohaoe4 1'l'Oa -ol.al OODOilniO L 1,000 

!ho :hderal llooorn ~ o1' low York parcbaee4 £26,000 b roclo\12'&4 
o\orllac troa \hi low York 8C11107 of tho llrioo llalllk ~auoa. 

Opoa aarlot\ oterliac he14 n~ at -..OJ-1/2. tzuoacUou of tho r.
porU.ac 1oaU:o -• ao tolloYOI 

lol4 \o o-.ol.al CODO&lnll U,OOO 
hrcl:aa.-4 f'r• a: rrc1al oonoene £1,000 

'rho 0....41• 4ol1ar bao ba4 a 1'1ra t•4oao7 \hio -· oro~·· clooiac 
41000UII\ •• l:L.-1/li:C, ao _.t wi\b lJ.-5/tf. on .l'lll7 26. 

!rboro bao aloo 'N• oo• ~o-\ ill \bo OobaiO pooo qao\&Uoa. fo~'o 

41-u\ ao :L.-1/16:'. ao .._...4 wi\b 1·5/16~ a wok-· 

Ia In York, oloolac qo.o\a\lou tor \ho forol110 C111ft'ODoloo llo\&4 bolow 
wve •• followe1 

.Lrc-\1M pooo (& .. ) 
Braoillaa a1lro1o (tr .. ) 
~ pooo (tr .. ) 
OoloUlea pooo 
Ma:loupooo 

.2}110 
·~ 
... }110 
.~ 
.2070 

Io ._,.,...1, tllo ;r.a 6oolla44 1/161 to 73/161. ltorliac b \bat coaer 
oc-1o ao'ta4 -4 \ o -..o~l/2. a piA of 1·1/~. 

!bore wre DO 11014 traa.a1010o coa-\&4 'b7 u to~. 

lo an 1014 nppaODh wro repor\&4. 

In Loa4oa, IIJO\ a114 1'orwr4 oil•er .... apia 1'1,.o4 a\ 2}-1/24, •tu.alOD\ 

to ~2.6U. 

!bo fr•IV7' • pvabaoo prloo tor forollll oUnr •• -baacl4 o.\ )5;;, 
llaa47 o.o4 ..._,, oo\\lo.Ma\ prtoo tor toro1110 oU•or •• aloo aoloalop4 

}~}/~. 
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,. -... ... ....-.. Ott ou.,... -he \o ~.ooo - .. - \loo 
SUYn Pvollaoo J.a\, !Uo 1111-.- ~1-\M. ... ,...._Uoa troa YW1ftl 
torolp aou\rloo, u4 •• \np\ tor t..._, 4oll'f'IIT, 

llar111C \lot -\Ia Oil .1laq, ov parobaooo Oil oUt• •4n \lot 111:-.11' ,..._ 
ollaoo Ao\ • ...,.,,, \o ~.365,500 -·· \loo NVOoo ot obl.oll wwo ao tollowo1 

'mot 111 .... 

low protao\loa 
l, rro. YV101&1 aou\rloo • 
2, Jro. 0...U ,..,._ IICJ'I X \ 

laY&O\o1'7 .u ... 
fo\&1 

2.565.500 
1,200,000 

6oo.ooo 

25? 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICAT10N 

DA ~· J'oq 31, 1941 

TO Jlr • 1fb1 too 

Subject& IDt.enin with Jlr. G. S. Wal.d.n (Sooo~-Vac~>•). 

1. IIU oo~ eatJ.atooa that Japan baa at.oolca o! ~tooq 35 .U.Uon 
b&rrala of pet.rola .. prodnctoo, cr a 7e&r'a ouppl,r. 11a cla1ao that tb1a 
oatiJoatoo 1JI ...S. aft.or a ~taUecl &Jid tboi'O\Iill at~. 
(A completolq 1Dde,ll8Dd.ct '1Na1UJ7 .. tiaatoo placea present J_.ao 
atoclal at 34. S lli.lllon b&rrala,) 

2. T~ Ne~l&Jida Saat Indiea baa ootabllabac1 tbe clata1l.od u•h1nery to 
claatroy tba :lol&Jida• refi.ller:leo, p1pe-llnoe, atorap t&Dlal &Del to block 
up the ...ua (with concreto.) . 11a u.r• that all thia d11t.-uct1on can be 
oomp)Atacl :lD a four-hol&r per:locl. b ~ot.-uct.ion plana call tor _.. 
in& ... t oonorotoo :lnto tile walla, u.11na the •- p1pea b7 wb:loh oU 1JI 
.- axtraotacl. 

Be th1Dk:8 the Japeneae would ga1D &J.oat not.bin& b7 an ilrr&l:lon ot tbe 
Ind:l ... 

3. !Ia taala that the Netbarl&Jida Q<rftrDMDt :la pnperocl to atop &IV' 
•appau t.• lkl•.-.r, it 1JI aloe properacl to czoant oU export 11-, 
:lt tb1a ~ anc1 tile Br:lt.ioh ~~ to foU.O. a pollq o! all<M1nc 
oil to Japan. 

4. IH.o DOtlP&IV" 1J1 willlnc to d1Jioontimle oaloa of oU to Japan, prooiclacl 
that oo~nc oo..,S..o foU.O. a II!JI11ar pollo;r. 

s. IH.o OOIIPfollr .,.. approaobed :lD New York b7 tba u. s. ropreaentat.ift o! 
lll.toui. ~ latter aa14 that :lt Japan ooul4 oDl,r pt •oo.a oil• troa 
u. s. c....,.niaa, lll.tn:lllisht be abla to ~tar tba Japan ... ~ 
fro• an izrruion o! tile letbarlanda Saat Ind:la•· 
Wal.d.D 11M. po:lntacl out to the lll.tn:l un that tile 'llllDla wor14, :lnclla4-
1D& the tJ, s .... t ooaat, .,.. .- on oU rat.iODOJ and that the J apanall 
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alx>ulA be 111.ll1Dc to oartaU ita oU 11oporU_peo1., l;r 1A '~'1ft 
ot ita larp atooa. 'ftla llltni re-'-t1'" ....,_ to tbia l1Aa 
ot ~ld.Dc, alld aa14 t.bq ... 111.4 be ~ u t.bq 'IIOal.4 reooll.ft 
•a._. oU- tlloqb tbe -titiee be at hba~ ,_ 
laftla. 
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July 31 - 1941 [ 

260 
SECRETARY ldORGENTHAU 

( ·------
The Colonel telephoned me Sund~, 

saying he wanted to aee me and 
(would be in Washington Tuesday and I 
telephone me then. So far I have 
heard nothing from him, but sup-
pose he will turn up sooner or later. 

lBOih JOBI 0. 1riLIT 

' 
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Contidenthl 

imLOIUNOOlL FOR THE SECRETARY: 
In re: 

Jul:y 31, 1941 r 
Your inquir:y regarding 
Henri H~e and Camille 

Chautemps. 

I have oollected & great deal of material on both Henri 
He,ye and Chautem}>• f~m a number of differant sources. 
There are m&ll1 SJ. dellghta and interesting bi ta of gossip 
but the essence is:- ' 

The French ~bassador, Henri He,ye, according to all re
ports, is completel:y committed to the •collaborationist• 
polioiea of Darl&n and Lanl. His chief collaborator in the 
Embase;y ia K. Brousse, who is described as dangerous and 
most obj ectionable. Colonel Bertrand-Vigne also of the 
Embasa:y, works closel;y with th~, but is s;!d to be acti
vated b:y conviction rather than malice. Henri Ha:ye•s re
ports to Karshal Pet&in &nd the Vich;y Govemment are sud 
completel:y to dis tort the American pioture. Lindbergh, 
Wheeler and other isolationists are played up, labor troub
les are exaggerated, and the national defense effort is de
rided. It is alleged that the Ambassador is giving a free 
hand to Brousse (who is described as "worse even than Henri 
Hqe•) in running the Embas!V, the Ambassador being IIIUch 
preoccupied with his person&! affairs - - one of which is 
said to be with Yme. Georges Picot, wife of the Counselor. 

It appears that nothing reall;y definite is known with 
regard to Chautamps ' acti~ties, if aDJ. Pleven suspects 
he me,y be behind a quiet movement in the United States to 
discredit De Gaulle aa a "Fascist•. Pleven has, however, 
nothing to substantiate the suapioion except a conviction 
that the Patain regime would not beJiving Chautemps large 
sums of mone:r for nothing. (Herve phand states t~t he 
receives $2 000 a month.} In general, however, the lmprea
aion is that Chautempa ia chiefly engrossed in his danestic 
affairs, his young wife and infant child, and ia biding his 
t ime. 
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Chautemps and Kaye are supposed to be at swords• points. 
Henri Haye baa allegedly made repeated, determined but un
successful efforts to have Vichy recall his rival. The 
Chautempa, in private conversations, do everything possible 
to dieoredi t the Ambassador and to suggest that he should 
be sent back to France as persona non grata, along with 
Brouue and Bertrand·Vigne . Perhaps Cliiiitimps believes 
t hat, should Picot be left as Charge d'Affaires, he, Chau
te:npa, could play an illlportant role in this country. 

lAy lmpreaaion of Chautemps' altuaticn is that he is 
here as a "pay- off" for his part in the conclusion of the 
armistice and facilitating Petain's advent to power. He 
probably knows a lot and Petain may be somewhat frightened 
of him. 
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llMr llr. Bernetel.n 1 

Berni th the 4rett ot the oote 
Oolla4o all4 I bomcl84 !llr'ba.J ,..etar
~ atter1100n for hie pre .. ntaUon 
to ue. 

( S1pe4) Jla frlcbt 

Cop71lc 7/31/'41 

/ 

-
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mt.ft OJ' 110'1!1 OOI.OIIBUII AIIIIA.sat.DOR 'IOUL]) 
.t.DIIIISS to !Ill SICIIIWY OJ' 8'U!I1 

Bh :lzcoll-7 
Tho S.Uet&rJ ot 1\&h, 

11uh111C\Oil, D, o, 

. -

In cont1naat1on ot oon•er .. tiono hold with r~ooontot1Yoo of 
tho 1)_.--h ot 8\oh &114 tr .. ....,. oonoornillt; a oto'bU11aUon 
loan t o Ooloa'b1a, I DOw han tho honor to conn .. tho followiact 

!ho 1o-• of illport lioonooo or ozchaaco oppro'O&lo w11l 'be 
kept o-noanto with omhance a.a11a'b1l1Ueo to a.oid -U. 
'bocl<logo ud rotroacUn omhance doorooo or roplationo dotriAon\&1 
to tho l7ll1 hd Statoo will net 'bo pr...Jcatod, OoloabiA will oooll: 
to &'F014 Ulldu ~in tho -t of loeiU•t• IID1h4 Stat .. or
~ r~r-h an4 r .. opiriJic that tho otol>111~aUon loaD 
ud cro41h froa other Ullite4 Statoo &<>nnM~>tal _1 .. haY• llt
portut otol>ilbl.ac 1Dtln-o on Ooloa'biaD ozchaaco, fUildo oo pro
cured will net be 41nrtod to ocnmtl'ioo whooo 1Dtorooh aro 1D1Aical 
to tho .. of tha Qdtod Stotoe or to tho .. of Ooloa'b1a, aDd thoro 
will be oontultaUon on t bio point con thoro •1gbt 'be a 41ttaronco 
ot nne . 

I talao tb1o opponllll1t7 to rcn t o Yov Jzcoll011C7 tho ao
Oili'&DCoo of rq bichewt oonddor.Uon . 
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y fh4l t1114.er SocHtArT of !l>Ao !ro....., 

Yaahiqto,. 

I o4Thocl llr. Booker or l!r. CoUo4o 1 1 oltlco lD tho s tate Dopart
moDt to~ thltt tho TroalrUJ7 apparutJ.¥ 1t not .,.oh ooaoorllOcl vlth tho 
flrot !lTO parocrepho of tho :Bollrl&ll meor&llcl,. tr.,..oalttocl vlth 
Kr. Collo4o' • 11•orudoa of Jul.7 30, 1941. I told h1a that vo in tho 
TroaourJ folt tl>Aot tho flrot oontoaco o! thlo oue«ootocl parocraph vao 
IU!fl Cllllt to carer tho oita&tioll, Yo h&To no obJoctloa l! tho State 
Do]>art:unt V&llh to koop in tho lut oontonco, bv.t vo clo not no thltt 
l t o4cl.o TlrJ llllCh to tho paracraph. I roo4 to hla OTor t ho hlophono 
tho folloviDc rtrloocl p&rocraph to talco tho place of hlo oaco;utocl 
parocrapb ob. 

1!1>Ao OOTorDaont of tho Unltocl Statoo 1t proparocl to 
coaolclor tho practicabilltJ of aoaouroo vblch DIJ bo 
~otocl !or cooperation with tho OOTorn.ont o! 
:BoliTl& 111 tho otabilloatlon of tho BollTl&ll curronCJ 
ln ito rolatlon to tho dollar. Tho opproprlato 
authorlt loo or tho OoTornaont of tho Unltocl Statoo 
art tloo Ullclortokiq atudloo with a nov to tho 
formulation of .u&gootiono ln tho monetary !lolcl to 
bo joiatlJ oonoldorocl vltb any corrooponcliDS eusgoo
tlono vhlch aq bo ao4o b7 tho :BoliYl&D authorl tloo. 1 

Later Kr, Booker callocl mo back to ~ t hat tho State Dopart:ont 
.... in ocr••ont with t l>Ao Tr001rUJ71 1 ~·tlon thot only tho flrot 
oontonco of t ho rorloocl paracrepb ob: bo lncludocl ln tho otataont to 
bo elTon to t ho :Bollrtan OoTOrDaont with t ho o4dltlon o! tho laot 
111nltocl Stat oo• b&foro tho vcrcl 1 clollar' at tho oncl of t hot oontlllco. 
Tho r .. t of t ho paracrepb 1a t o bo ollalDatocl. 

con ..... a/1/41 

266 

• 

Regraded Unclassified



c 
0 
p »~out of State 

DlYlslon of tho A.orlcan &rpubllco 

J.!ftoranb 

y 

Mr. Bellt 

Tile Dopart:nent 1o moot anxiouo to oond a note to the Bolivian 
Oo•ernment vhich will give eoce eoncrtte evidence ot the dtl1re 
of t ho OoYornment to back up the Preoidont 1 e otat~ont that the 
United Statoo io tully bol11nd BoliYia in ito preoent critical 
oitUAtion o! Nasi agitation and plottinc. It io propoolng to 
hnnd tho l!ol1Y1an I!Woter tocorrov tho attaclood. ao:.orenc!."" 
rocarding onoral for"• of teclml.eal and fin&~~cial cooperation. 
Thlo hao boen tull;r cloared vith :tr. Jeo .. Jonoo. 

! he Departcent would li:l:e to add to th1a =•ore.zuhm a .31oat 
c onor al otatemcnt racarding otabillsation or ~onotar;r eoopere
Uon. I ~o tole en this up before vith l!eooro. lihl te and Southard. 
The Dopartc>tnt vould lll<e to • aY oo:oethlng t.O follove: 

•6. Tho Government of t he Uni t ed St~t • • io prepared to eon
older tho practicability of mearuroo vhich ~v bo oueaoated tor 
cooperation vith t he Go•ernment of BoliYia in the otab111•at1on 
ot t he l!ol1v1an curr ency, end the ~roprlate authorltioe o! 
tho Oovornment of t ho United Statoo era undertN<inc otudieo vith 
n v11w to tho formulation of opociflc ouuooUono to "'-'I>lltrr.•nl 
c .r> u•pondlng auggeatione vhich maT bo modo by tho Bolivian 
aut hori tloo. • 

.l.o I have indicated, tha Dopart:oont wot hOlld the uoornndun 
to the Bol1vifJ1 l!inioter by t o>torrov even1ng. I thould. be ver;r 
pltaaed to 41acuae tbie matter further with you t02orrov ~orcin& 
in poraon or by phone. 

E. o. Collad.o 

COPT:aw 8/1/41 
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1. !he Department of State baa 'be011 conoidorinc 

with other oconoioo of tho ao.orna011t of tho Unitod Statoo 

moaouroo which ai&ht appropriatol7 bo inoludod in a loa&

tora pl&ll of collaboration t o foot«r continued -.tuollJ 

benoficial ocon .. ic relatione betvoan tho Ullitod Statoo 

and llc11Yia &114 to deYolop tho national ocoD4:17 and 

national roooarcoo of 3oliY1a. 

2. It 1o boliOYod t hat tho bath of IU4h a pl&ll 11110t 

bo 1n tho dOYolopaant of comsonicationo--laraol1 of hitb~•· 

but porbqo includinc certain ra11'11111 fac1lit1oo. '1'l1<o 

report of tho Onitod Stateo J.rrq onginooro vho otudiod the 

Vila V1l~Santa Oru• ra11'11111 proJect dooo not oupport tho 

conotruction of ouch a railva,y. but ouuooto u 04 olternatho 

cono1dorat1on of tho conotructicn of a hi&hv&J Joinina tho 

tvo pointe. It io boliOYed thLt a dochioa ropr41na a loBC

hra procr• for tho deYolopaont of c......UcaUono 1n llcl1Y1a 

can 'beot b& toll:an altar a cenaral ounq b1 c.-potent 

oncinooro. !he llcl1Yian ao. ...... ant baa rocont17 inquired 

ooncorniaC tho pooo1bUit7 of a .... oral ourY01 b7 hi&hvq 

tlqltrh. and thoro io e.tte.chod a ,. .. orM4Dm ouUinlna tho 

otudioo vh1oh tho IPPropriato ottlclolo of tblo Ooyornmont 

bollOYo aq bo prcctical>lo at th1o tao. Tho ao.trl1lll011t 
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of tho United Stat .. 1o prepara4 t o detail qual~hd ozpor\1 

to BoliTia under tho proTioiono of Public Jo. 63 (76th 

Concrou) h O&n7 out thio """'"" wrt. 

3· Tho dOTolopmont ot communicat iono thould enoouroco 

~ ozponoion ~d 4iTeroitieat1on of ocgrlcultural production 

in Bol1Yia, inTolT1nt both ~ incroaood docreo o! oolt

outticiancr &D4 por hopo tho doTolo,aont ot cortaiD troplcol 

pro4Dch tor ozport . It 1o bollnod thot thio dnolopoent 

a i£ht bo adnntacooual1 opoeded up &D4 aodotod b7 a 

auicul tural repone ot l!ollTia. Tho Gonrnaont of tho 

United Statoo io proparod at tho ro~e•t ot tho BoliTian 

GoTOrlll!on t to detail CCJ2!Petont o«ricul tural txptrto to 

carrr out tuoh a OUrTtT in cooperation with tho BoliTiaD 

authoriUoo. 

4. It hoo boan encg01tod t hd it =«1 bo toaolblo 

and dotirablo to ott.nlato production ot tin, \unttton 

&D4 certain othor ainoralo in BoliTia ot oaall ainoro '1>1 

auiotint thea in illprOTint their aothodo, proTidlnt thoa 

with oppropriato aachinerr. end potoibl7 oroctiac a 

reduction pl~t tor t ho troataont of lev-erato tin or••· 

Such poulb111Uoo ot couru would roquiro corotul otudJ, 

and t ho Oonl'118ont c! tho Ifni tod Statot would bo llAd 
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to oou14or lilT r oq<>aot that aq be uta 117 tbe Oon,.,...
11

t 

of Jol1Y1& for tho oorYicoo of a qualit1o4 export. 

5· !he 0oYOI'IIIO&Ilt o! tho 11n1to4 Statoo 1o 

prepore4 to cooperate 111 «irlll& ottoct to tho rocooam0114a

t1ono arioiac out of thoroach tochl11col &04 oconoa1o 

ounqo of Bolb1&11 COOCUA1cationo Dte4o aa4 ICJ'icuUurol 

&4 a1Dorol pohat1ol1Uoo '117 tho extoaoioa of t1D&I1ciol 

for tho o:ucuUon of 1D41rl4Dal proJooh vbioh are 

cono14ore4 4oo1rablo. uao:tul. &04 pracUcalllo '117 both 

tho lol1Y1&D aD4 11nito4 Statoo OoYoraaonto. 

ll.l1 Ool.ladol Cllll 
CMS 7/J0/41 

con •• .., S/tP.l 

,. -
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tn rep1:r nror to 
ZA !40,51 J'roan Oredlt o/2723 

Jul¥ 31. 1941. 

!bo S.cretar;r or Stato proaonta hlo co~11oent o to 

tha Bonora'b1o tha S.cntar:r ot tho !rtaour:r and ono1oooo 

olx copioo ot a paraphr&M ot tt1tP' ... Jo. 3275, 4Ato4 

Jul¥ 29, 1941, 6 , .... fro• tha .t.aorlcan i:>'baoq at London, 

111 rop.r4 to tho Br1Uoh !'roaour:r' o ~roooion wUb rocpoct 

to the ottocto ot tho troooi..D& orur 1n Japan. 

%Ac1oovll 

hoa :Z.baeq. Lo·ud.ol1, 
lo . 3275, Jul¥ 29, 1941. 
(Slx copio o.) 
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P.t.lii.PI!I!A9 OP 'SLEGII.IJ( P.IOIIlll) 

liiCIIt .t.aerlcao labuor, London 

llt.'l!lt Jul,y 29, 1941, 6 p.m. 

110, I 3276 

lOR !!!! T1IUSUm' IEP.I.RTll!:li'r - S!JIIC'l'LT COirJ'IDDTW. 

B.tfortnco 1o u.4o to tho labuo7 1 t toltcraa •o. 3274, 

4&to4 Jul7 29 , 19U. !blo telocraa 4oaU with t ho •-ot 

ot tho Brltloh preoo in recar4 to tho offocto of tho 

froodac or4or in J&JliUI. 

llaler ot the .Britioh 'rre&tU17 1ntonto4 Coo t~ that 

tbo B.rithh 'rreuU17 1o tirot 1aprottioo, which 1t h.4 .,._ 

ce1 .. 4 fro• ita repreaentat1Yet in 7athinctoo, waa that 

tho trooaing control would be TOry oovtrtlT appliod. How-

•~r, he aald that there W&8 aoDt contualon in recaz4 to the 

cabled. report that tho Un1to4 Stattt •u crantiac a general 

llctntt tor co-reial tr&Dtactiono. to laloy, thh ottp 

tttM4 to 1n41ute that tra4e witb oeeupit4 China YOuld be 

peraltte4 and, too, that the Jatrlc&a control wu to be 

.uch 1111 reatrlctl .. than~ been coDtecpl&ted. Howe~r. 

bt bad not rocohod tho text Of tho ctntr&l liCtDIO U JOt, 

Accor4iQC to laloy, tho •ork roqul ro4 to bring Hoac 

long Into tho ttorli"C art& hod not boon completed in tlao. 

Bt alto oa14 that thlt ttop would probablT be talcon on 

Jul7 30. 

2?2 
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SEcrEtary of State , 

Washington. 

282, July 31 , 10 a . a . 

PLAIN 

!IlliG KO!IG VIA N . R. 

Da t ed July 3l • 1941 

Rec•d 6 p. m. 

2?6 

Hong Kong Oovernmtnt has frozen certain Chinese 

assEtS Effec t ive July ~h. Copy or order forwarded by 

airmail . Colonial SEcrEtary hns issued public statEment 

to thE Effect that action was in common with similar 

orders throughout Bri t i sh Empire , mndE at the rEquEst 

of tht Chintse GovernmEnt , and do£3 not prohibit the mnk~ 

or acceptance of payments in Hong Kong to or from persona 

in Hong Kong. 

SEnt to the Departm£nt, r epea t ed to Chungking, 

PE1p1ng . 

BRUINS 

CSB 

• 
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Socretnry of State, 

Wo.sh1Jl3'tOh . 

194 , July Til1rty- f1l•at . 

I LI.IN 

Poi ping via IIR. 

Dntod July 31, 1941 . 

Rec'd 11:50 p .m. 

Jt was announced here today that enforcememnt 

of the rotal1dtory . fr~ezing r.>e~ouroo mentioned in tl1e 

Embassy's 189, July 29, S p.m ., will be entrusted to a 

now grou~ of persons ~own ns tho •control S~ccial 

nssets Co:nml$Sion• eompo~od of llorth China representa

tives of tho Jnpnnoce Army , the J:\pnneoc :mba~sy, 

tho Chinn Affnirs Bonri, the Jnpa.nose ~!1n1stry of 

Finan co nnd the Federal Reoerve Bank . Tho hend office 

of tho Conlm15s1on vtill bo in Po1p1ng; branches will be 

establlahod at othor plncoo 111 liorth Chinn un<ler 

suporviaion of tho special nffc.irs section of the 

Japanese Aroy. 

othor local developments resultinG from the 

retaliatory measures which ecme int o force July 28 

include the freezing of substantinl Amorienn doposite 

hold by Chinese end Japanoso beNts , tho suspension of 

foreiGn 
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-2- 1194, JUly 31, 1941, trom Poiping via NR. 

foreign excbango transactions for ~~erican citizens, 

and tho impounding of American travt'loro bnc:~o at 

tho railway station in !eipinc . 

281' 

This office mado inquiry of tho Japanese Embassy • 

yesterday in regard to tho impounding or basaage . 

Part or tho baagago was relonacd thia morning. 

Sont to the Dopnrtmont, ropoatod to Chunck1nc, 

Shanghoi, Tientsin. 

Cop7 nirmailod to Tokyo . 

B11l'RICK. 

KLP 
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leoret&r,r ot 1\ate, 

JMIIIow 'ria •· L 

lla- ~~ ,., l9ill 

.... , 10 ..... AQcut 1. 

leterriac \o ~ telecru of ~~ 39, 6 P••• J epan••• &llU.OrUieo 

IJo J ooollow to4q \olt \he llriUIII Oollwl llO f'art.hor wUb4ra-.lo ~be 

282 

-· troa the local loac roac """' ""'""'"' Jul<, IJo 'llhicll - .I.Mrioeno 

baYI 4fpooUo, acept 'D4fJ' Japan11e peralto ut nliJKt \o NC'Glatioao 

wiUob U.., loa'l'l Woi'M4 • will be -.Ae laooWil IJo a few clqo. Ohinelf 

Jr1Uob Ooawl \be bank bat llllpfllAet operaUou • . 
Jap&Aooe are 1'1o1t111C Jr1t1111 10114 ~orioaa proportioo for \be 

allec-A pvpolf of llllldllc .,. 1Jonn\o17 ,..iob woo orclore4 bee= oa or 

before ~~ 25, 

leat w hipiiiC, repaeW \o the Deparuaat 10114 O!mncld•c· 

elliOOJIIr 
S+lli 

• 
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In replT rotor to 
1.1. 8110.51 lroMD. Cr~Uo/2728 li>J.T Jl, 1941 

• 

'lhe lleoro\arT o:t Stato proooato hh COIIpU..to to 

tho Boaorablo tho Socrot&rT ot tho fro&INJ7 &114 traaoa1to 

harovUh cop1oo ot tho parophraoo ot tolocroa D.o. 1120, 

4atocl. lu!T 29, 1941, t roa tho ~r1..., lillbaooT at 1'oq. 

ooJLOorD.illc aport aD.cl. ~r\ trau bot-D. tho Japouoa 

Aop1ro aD.cl. lfalaTD. &ad tho boa riA& ot tho :r:x.cut ho Ordor 

lo, 8}89, ao -D.ded, thoro .... 

lao10IIU'II 

,.,_,.._ ot ao. 1120 
troa 1'oq., 
li>J.T 29. 1941. 
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P4UUAsa or m"'P'M uc:mm 

r.llla ~1oaa .. ._,117, toq. , .r_,., 

IIADI Juq 29, 1941, S p.a, 

JO, I 1120 

Aoool'd1Jic to a roq,..ot .ad. ~)' t~ Aooor1cao Conoul 

0.1>ora1 at SU.poro there h tr&~>oa1tto4 tho folltvills 

to1o.,.._, 4ato4 tho 28th 4ar of .ru.q at 5 p.a. 

1
llafor to ar to1ocna ao, lSO 4oto4 t~ 27th Aar ot 

Jill)' at 1 p.a. 

11 han boD 1Dtoi'Md b)' t~ loro~ lzoha.Dce Controller 

thot all «eport &114 !.aport tra4o bot-a t~ .Tap&1>010 a.ptro 

aa4 Malo)'&, eubJoot to boner ... .....,. .. nto •41 !.D. cooporouo .. 

v1th tho Ull1to4 Statoo 0oTOrnmlllt, v111 bo o11a11lato4 bocaueo 

of tho lxaout1n Orior freodq .Top&llloo ouoto. 
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1J'urthor, ho 1014 that th1o woul4 appl)' to uporto of troll 

uo ldW:h ba4 Rot rot bo• pa14 (at • fl.>:o4 rato of oxcM•co) 

before tho 26th 4o)' of .ru.q. !ho O.TOrunt 1a at preo ... t 

cou14ar1AC tbo prob1• ot pora1\t1AC tho uportaUoa ot 1roll 

oro tor vbich ~At ba4 bo• .ad. prior to .ru.q 26. Sh1p

•ah ot till aa4 rubber to Jap&ll v1ll not bo appron4 repri.

looo of tu 4oto oa mloh ~nto wro ..u. 
•u 1a '117 ""4oroton41AC thot rooU..to of .Tapa~> mo oro 

loOYlAC Malo)'& v1U not bo pora1tto4 to wUh4row -11Dto 

uooo411lc tu o~'t'lloat ot $100 !.D. ourroacr ot tho Sh'•1to 

.... ~ ..... 
OI!IU 
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15 .... ,, .. aetusat ilffwt et tllll ....... Ell- .... .. , ....... 
IUrM 

•••• fls ...... M/IIM 

• 

Regraded Unclassified



( -=r•n • ., te'••• ,._ .... -...,., Mr a, INl, eau , ... 

41111 ...................... - ....... , .. .u. 
wltll tM J 9 ' .. ITAe 11M ... te • RIM .. .... 

te ....-u- .. -.ue, tM Ill* of .... 1 .... .SIIII 

tM •uua &a a .. lfM1 ... _, .... .., ftU II Ae 

.atU eaw•w .. u... tM tl, .. ,.., .... ..._ ,.nt 1 e 

... "' ..... ., .. .u. -- ... nMltel .. -
_, of .. ~•• " .,.. .. Ill* la .. 1as11 at • d1 

na ... aUHla ra ne4a. fte DlHtt• of ttae III.U et 
lluU lt ef t ile eplalaa tllat -tile a Unh enftted te 
.. e.oc ... t ef .. Tl. 9 lpeola .._Will be aiPH te 
par tu a.-. • e .. Ina .. dl. !Ida , of -ne, 

appeal• to ..... ,u .. -·· •••. .. "'"'* ... 
• _, ........... laf_. ., ...... , .......... 

/ 

287 

• 

Regraded Unclassified



( 

( 

c 
0 

p 
t 

lo rep:!¥ retu t o 
1.1. 8lto. 51 l'rOIQ Oro41h /2752 

!ba Secretarr ot State praaaota hla ~liaaota to 

t ho Hooorab1e the S.cre\&rJ ot the ~••••urr ao4 aoDloaaa 

aix coplaa ot a paraphraaa ot telacru lo. 1119. 4ato4 

JuJ.T 29, 19111, U •·•·, t roa \ha .Merlcao Cooaulate a\ 

Oocl.thaab, Graealccl., ooocel'111oc t ha cl.ollar accouh 1D 

the Uoitacl. Stat .. ot c1\1aaoa ot l)raaD1ao4, 

llloloaves 

J'roa Cooalllata, 
Oocl.thaab, ••• 1119, 
JuJ.T 29. 1941. (6.) 

all- Cow 

288 

• 

Regraded Unclassified



( 

( 

~ ----~------------------~~-
0 

0 

' ' 
l'.t1An1411 OJ' mMP•M IICIInD 

l'IICIU .-.rlcp Ooaoulate, Oo4tllu'b, Clhe~ 

IIAD1 Juq 29, 19111, 11 a,a, 

10, 1119 

~ .. llnua, b ,.,.,..,, CICIJ>ftJ'I&Uono wl\11. repr.

ota\aUfto ot Iwl~ut UAloa, IICJ'II4 to tile opealJIC ot 

peroollal. .-.ne&D 4ollare accouah te tbe u.s. l>,r tile 

alall'e, It 11 U41J't\oo4 tll.at tii.IN accouato wtll, 

ot """""'• "be 'blocb4 la accol'4uce Yl\11. tll.a nculaUoae 

ot tll.t ~...,.. 

!be Ooao.U.te ll.ao 'beta requteh4 l>.r tile Oonraor to 

laton \11.1 CloTtJ'Daeat ot tll.t Ual\e4 statu 1n recar4 to 

tll.t tollOYlJICI '1'111 Or11alaa4 AdabhtraUol> tull:T oupporto 

tbe ~llcatlo~>e tor llce~>eeo to peratt t he tr.,oter ot 

t-• tJ"'a tll.t A4aialoh•au ... acoout t o perooeal acco..,h 

la lew Yorll: 'baaka to 'be opeM4 l>.r tll.t 1a41Yl4utl alaere : 

oaob ~lloottoeo an GD4erttoo4 to bo at proooet peD4lJIC 

wt\11. \lilt ~...,. lleputaoat . 

IA1l'.U: 

ab • Con 
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Uft!Irn;p 
II. I. D,, 11 . D. 12:00 II,, Jul7 31, 1941 

SITQATI£P BIPQRT 

I. J4atern Tbvtcr. 

~~ IIO iiiiPOft&llt chaJlcet 1D frollt ltnoo, !he ez'o&t 
battle ia the v,..._ area contlll\leo, !here 1o otroac Genan preuve 
t o the oout h of Len1ncra4. 

~~ 11o ~ in the ~ural oltaatlon, !ritlob urrlu--
bat~ niatloll -· a ra14 on Xlrl<onot , lorwa;,, &114 Petouo , J'1Dl.al>4, 
lotiDC a 1ar~ prooortioll of the p1&11ot 1111>107~. 

II. Vte tem fh•ter • 

.ut: Qsmb - hcee4inc17 light act1Yity. 
Britith - Ro«uce4 ocalt night o~orationo &c&iaot 

tho lth1nolan4 and BoulollJie, 

Ill . Kadi terrapeap Thoator. 

lo liiDOrtaat ground or air aotlYltJ, 

290 

• 

Regraded Unclassified



•• 
I 

CONFIDEN1'1AL 291 

'· '' 0 '? • w . .. "'M• 1 • c.. ....... - ...... ,.. • 
.... - lh. IIMdft ....... tale lllP' ., N:t J?-al, a.. a.m
... ,u. -l.n- N:t ln. 

11, tat• lgsq. Jubi tale_, et h1J 27\la 1 ... 109-

... , ...... ) ... 109'• - ,..,. , , , 418\l'oJ... a.. .... u.t1 .. 

s1.....t\ u4 - ... Ul - slls\ ,._ • MUsil slch\ tlPWI 

....... tale s1P\ ., ~ 27-lll. 

tM """ - tale ett.n tale\ tale 3 ·- .u tlsl.ds ., 

j "-U ...... "-~Mol • tale t.wis\ la'f'&l Air 1"- tJo. tale 

0"'- .... - .... ~. -..u.c \o. "'~" tJo.""'..., 
~. 

. llolrillc \loa 1M\ ""'- ..,. ud al.&b\s u..... bu ..... -
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