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CROUP !.!::ETING 

Present : 

~1.:: . Jr : 

'iinor: 

Sullivan : 

H .:.r. Jr : 

• 

December 3, 
9 :30a.m. 

1940. 

l!r . Graves 
llr . Pehl e 
l [r . Viner , . Young . .r . 
L[r • \Iiley 
1~~ . Foley 
l.!r . Gaston 
l!r. Thompson 
l.:r . Bell 
J.:r . Sch.-;arz 
1!r . Sullivan 
L:r . Cochran 
::r. ~:hi te 
::rs Klotz 

Good mornin~;;, everybody. 1.1here is Jacob 
Viner ? 

Ri.:;;ht here. 

·.!here~ 

1 .. ell, 11e had a good day yesterday. One t hing, 
I told a number of you people in confidence 
that yesterday i n Cabinot t he only person 
1~ho crur.e t o my r escue nhen I seid I Y:anted 
to go up on the Hill nas J.:r . Ickes . In the 
heat of t he battle, I forbot that also· r rank 
Knox die. He offered to give me t he 50 
million dollars that he had allocated f or 
the bases end the t he Muld take - · .. a it and 

j~et his 50 million dollar rciobursement in 
anuary, and as I say, in the ~ect I over­

looked it and I just r:ant to say to those 
of you t hat I told, that I f orgot about it. 
He was also swell, besides I ckes. 

If you (Sul livan) will get the financial 
llew York Times, Sunday, and look through it, 
;rou will find t 1·ro ins tances where t hey say 
that business is losing money on account of 

1 
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Sullivan : 

H.LI . Jr : 

Sullivan : 

H.!.I . Jr : 

- 2 -

higher taxes . Now, I am willing to ~amble 
they have been doing +.hat right stra1ght 
along, that it is the fact tliat they charge 
all the excess profi ts to the third quarter, 
you see . I would like you to get the facts 
on that and have your o1m office watch the 
Times particul arly for those kind of mis­
statements . v.nen you get the facta on that, 
I will personally take them and write a letter 
to Sulzberger, but have somebody look in the 
financial secti on from your otm office. 

I will. 

Because I mean they are constantly making 
misstataments and nobody in the Treasury has 
taken it on himself to answer it. 

Then the other thing, 11ould you get in touch 
r1ith Luther Gulick f or me and tell him we 
would like him to come down and work for me, 
I mean for the Treasury. 

Yes, sir. As soon as he can? 

As soon as he can, and his man Buck, also . 

Ask him to bring Mr. Buck with him? 

Whoever he wants, and arrane;e for t he money. 
I mean, if you will take it up - if you will 
carry the ball, and when he gets dorm here 
and gets set up - he is coming down, Jake, 
to do a study on overlapping taxes after 
seven end a half years, 

And the lilost astonishine thing in the figures 
thnt he gave us - check my memorri John -
the Federal taxes have about douo ed, the state 
about doubled, and municipal taxes went from 
55% to 35%, something like t hat . 

2 
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Sullivan: 

- 3 -

No, the Federal from 1912 to 1939 onl y 1·;ent 
ul' about 5%, 35;; to 40;,. The state prec­
t~celly doubled, from 14~ to 27~ . The muni­
cipal dropped from G8~ to 32~ . Those vicini­
ties are on the total tax i n all three. 

Due to all of our contributions to Mayor 
LaGuardia, much to his delight, t hey drovped 
their taxes and the Federal Government p~cked 
them up, 17hich is a thing which I don ' t think 
anybody realizes . 

There has been a shift in the tax collection 
y;ithin the states f r o1:1 the loce.l to the s tates . 
The states gi ve back a large proportion of 
their funds now to the loc~ GOvernments . 

No, how much do they s;ive back? He hss got 
it there . How much d1d t hey ~;i ve back? 

The pro:portion e ivcn by the states to the 
local i t1es is qui t e larce. 

Is it? 

Yes, sir. 

llo11 larGe? Does it ci ve it i n percente;;e? 

lio. 

\':ell, the point is, Jnke, I am really going 
after this now. I ~ seven years l ate. 

No, rou did somethinG in ' 34 . You have got 
Ho.ie ' s s tudy in your files . It r;as a good 
study, too . 

And that study has boen continued all along 
since , 

• 
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But I would say it needs each six months 
something new in the picture, a new look, 
until something is done about it. 

We go along in accordance with the plan 
outlined in my memorandum to you? 

Uo . Bring him down and let ' s _get him started. 
I am not going to wait on anything. 

'•7ell, I mean he is going to \'I!!Jlt to know how 
he is going to work. 

lie l'fi.ll worj: for the Treasury for the time 
being. 

That is what I say. Did you read my memorandum? 

I guess I didn' t . What did you recommend, 
Jolin? 

I recommended until later on in the next 
session he work just for Treasury, familiarize 
himself rrith --

I dreamed it, John. 

I had forgotten your telling me about it . 

Nowadays, Jake, this year, it isn't that I 
thought of it, you dream i t. 

Happy dreams. 

All right? 

Sure . 

And then - where else am I? 

Merle, I see by the papers that the English 

4 
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have assisted Spain, and it also says the 
United States is linked with the deal. 
l.faybe i f you ask the State Department, s orne­
body might let us in on the secret . 

Philip, your memo on t;ivinc Hinckley this 
data, I think he i s entitled to it . Hinckley 
ha~ been terribly helpful to me. 

He has been very coopers ti ve all the way 
al ong. 

He has hel ped mo :~.ore on t!J. s stuff than any­
body else. The ans;;er is yes. 

Dr . Viner, you are lunching with me today 
and there are tno thin;;s where you coul d be 
mos t hel pful to me . l1e are still try in~ to 

work on the question of freezing all funas , 
and I wish you would have a t alk with 
Mr . Bell and l!r. \Iiley on that this for enoon 
and in connection with that, here are certain 
memoranda nhich MI• . \:iley bas r1ri tten to J:~e 
11hich I r:ould like you to read . You can bring 
thei:t back at lunch. If you have any time 
lef t after you soak that up, ta lk to Cochran 
and ' .. 'hite, but I think you sboul:l. star t with 
Bell and ~.iley. 

After that, I want to talk to you on a broad 
basis of boiT ne are coi nt; to raise our ~aoney. 
That is also Bell. I have got one more memo­
rc.ndu::t that goes with that, Jake . 

Have you (Young) told !.!oKay about that ll:OO 
o' clock appointment? 

No. 

\fell, m.n you? 

• 

5 
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Bell, will you ask McKay to give you, Preston 
Delano, and Foley an appointment on the Bank 
or Amer ica? 

Better put it off until the end of the week, 
hadn ' t we? 

Yea . 

It is going to be a crowded week, 

And would you put - who runs this co=i ttee on 
foreign funds; who is chairman of that? 

Pehle, 

Vlell, I think it would be useful to have 
lfr. \"Iiley on that committee, and will you 
(Pehle) tell McKay that I would like to see 
Upham? I think he has served his usefulness 
on that committee, but I will tell him that . 
But the two things have nothing to do with 
each other . Would you have time, Wiley, to 
sit on that? 

Yes, sir. 

I think it would be very useful, 

Upham would like t o be relieved. 
o? this Wagner questionnaire and 
annual report. 

Well, we will relieve him. 

He has all 
the Comptroller' a 

And Herbert1 I read your report on seeing 
Budd, I th1nk that worked out very well. 

It did, They are entir ely eat isfied. Wood 
is antirelr eati afi ed and he is entirely 
happy and 1: think i t h a good arrang11111ent . 

6 
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This is a constructive thing. And you 
hire the oar ferry? 

• 

Yes. We will let Vlood do the negotlatin~, 
because he will probably get a better pr1oe 
than the Government would. 

Yes , 

\'iha t else? 

'f.e are preparing to make a vecy modest pro­
test on the budgetf but I think we ougnt to 
be quite firm about it, We are asking for 
only a million dollars, of which four hundred 
thousand will be for additional aids to navi­
gation which the flavy needs verr badly in 
Alaska, and the Navy will give us some help 
on that, and three hundred thousand for an 
infirmarr at the Aoadsmy, which we need very 
badly, and then three hundred thousand for a 
new :tn>e of boat which they can use for ice 
breaklng, taking their buoy tugs . It is only 
a 65-foot boat, but they aro adapting that 
so as t o use i t as an ice-breaker in shallow 
water and if we can squeeze in three of those 
it will relieve the pressure very much on 
the most expansive type of 110-foot ice-breaker 
tug, and that is all we are askilut for, but 
we may have to have some help. It is only 
a million dollars added to 65 mil lion, about 
11%. It sesns pretty reasonable, They baTe 
out us 35 million, 

Anything else? 

That is all, We are still working on that 
question of what additions they oan put on 
to merchant ships for defanaiTe purposeat 
tcying to get some definite ruling out or 
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tne State and Justice rather than standing -
taking the heat ourseives for violating the 
law, which we don't want to do . 

Incidental ly, the New York Times today has 
the best story. 

It is a nice s tory. 

I haven' t read it . 

It is very nice. This fellow is the only 
one who would take the trouble to look up 
that paragraph where it says I would co~e 
up for gui dance. He was the only one to 
look that up. He got that paragraph. 

It makes a good point, The members of the 
commit t ee were pleased t o see that you re­
membered. 

I Ylas amazed to see the t Alsop and Kintner 
were the onl y ones to discover that the 
Johnson Act doesn ' t restrict loans to 
belligerent countries. 

They practically live in the Treasury. 

I wonder where the] live. 

I can tell you, mostly, 

By the r~ay, Senator Hagner kept, accidentally 
possibly, the memorandum llhich contained all 
the s t atements you had made with reference to 
t he stabilize tion fund, when you showed it to 
him, Shall we get it back? He asked to see 
the paragraph. I showed it to you and you 
showed i t to him, 

You were aaking for the letter you sent to 
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the Speaker a.nd Harry had only the quotations , 

That is all right , 

It is all public information, isn' t it? 

Yes . 

Incidentally, I will do everybody a boy scout 
deed, Don 't ~o to the play at the Nati onal 
Theatre . It 1s the first time that ~s . ~r­
genthau and I walked out at the end of the 
second act. It is terrible. 

(Discussion off the r ecord) 

The House agreed to the Senate amendment to 
the Walter-Logan bill so it non goes to 
the President . I wili check with Bob Jack­
son and Smith over in the Budget to make 
sure t hat there is a proper veto message 
given to the President . 

Tom Manning is back from the hospital. He 
is much better and i s going to Florida on 
Friday for a little r.blle, 

Horman Tietjens, who \',8.8 at Saranac, is 
doing very much better and they think he 
will be back with us two or three months 
sooner than they thought . 

ST1ell . 

Her e is a decoration for that dinner (pre­
senti ng l arge button with Secretary ' s pic­
ture) . 

I don't know 11hether I was invited to that 
t hing. 
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Yea, he checked, and an invitation to the 
dinner was given to you, It oii.IIIAI in the 
form of a draft notice, It was a great big 
sheet . 

He probably looked at it . 

I never saw it, 

He probably thought it was an advertisement, 

I think, Mr. Secretary, you outht to send 
for J.fr . Foley' s picture, I thlnk that would 
interest them, 

How do I do that? 

Oh, he has got it in there. 

Will you do that, willinely? 

Not willingly. 

That is why I said I thought you would have 
to send for it. 

Subpoena? 

No, I think if 7ou juat aak J.!cKay to get it, 
he will get it in here. It would be quite 
handy to drive undesirable people away. 

What else, Ed? 

I have nothing. 

John? 

I would like to send Roy Blough up to Canada 
for about a week. We have heard ao 11111oh 

10 

Regraded Uclassified



H,!.!.Jr: 

Sullivan: 

H.l.!. Jr: 

Sullivan: 

H.L!. Jr: 

Sullivan: 

H,l.!, Jr: 

Sullivan: 

- 11 -

about tge Canadian excess-pr ofits s;ratem 
&nd general sales tax that I --

And the one before and after election. The;r 
have had two. The;r have had one before elec­
tion and another right after, 

That is right. 

J.nd ;rou might ask tho financial adviaer to 
the Canadi&n Government what he knows about 
it, Dr. Viner. 

I see, sir. I think I would like to have 
Ro;r go up there for about a week. 

There is a proposed press release in con­
junction with our new policy of allowing 
4/5ths pints of certain types of liquor 
that hadn't previouely been used, and I 
didn 1 t know whether you wanted to see that 
or not. 

4/Sths? You me&n you are getting out 4/Stha 
of a pint? 

That is right. You see, we have done that 
right along on Scotch &nd Iri sh whiake;r and 
rum. 

Now, listen. In 133 &nd 134 when I used to 
spend a lot of time on liquor (lau£hter) -
studying it - I was opposed to 4/Sths of a 
quart, ;rou remember and I don 1 t 11&1lt to 
move in that direction of 4/Stha of a pint, 
It just cheats the people. They don' t know 
they are not getting a pint. 

That ia wh1 I oppoeed it, air, and we have 
gotten into a poal tion now w1 th the tax 
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where we are Just driving out one part of 
the industry 1n favor of another part of 
the industry, artd vthat is being done is 
a type of bottl e is being used that is un­
like the other pint and it is being con­
spicuously labeled so the deception part 
of it is being taken care of . 

Do you mind if Harold takes a look at it? 

llo, I w111ld like very much to have him. 

Too bad Mac isn't here. He is an expert 
on bottles . (Laughter) 

So was I, don't forget . 

But ~cReynold's was Tihiskey and yours was 
milk. 

Do you remember , lJac went up to Barkl ey and 
put about 12 bottles on his desk? 

I think you remember when he put about 20 
on your desk in a conference one time. 

llave somethin& on lJac for me, if you think 
it is funny . 

lie non ' t . 

He will if they are full . 

It Y>ould be tragic if they were empty. 

Well, think about it , an)'\\'lV . 

There was that matter you wanted me to look 
up yesterday afternoon, 

Yes , Now listen, read the minutes of my 
press conference yesterday. 
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I couldn' t find it in the paper, 

Exactl y, I used it. They asked me the 
question . You planted i t and I used i t, 

I didn' t plant it, I beg your pardon. 

I used it and it just fell completely flat , 
Now, I am perfectly willing for you to use 
it any vray that you want t o. This is to 
emphasize Section 10~, that I mentioned it 
because they asked me yesterday. 

It was to do so~ething more than that. It 
seamed to me that after you started the 
business of no more r etroactive taxes, 
s~ebody else TilLS getting all the credit 
for it and I wanted to show that that had 
started here, was part of our policy. 

Vlell, if you can dope a way to get it into 
the newspapers, it is all right with me. 

Read that at leisure , 

I have no leisure, 

Well, as I say if you can get it over aey 
way at all, weh and good, A1Jy ny you want 
to do it is all right. You see if you can 
dope out a way. I tried i t and got nowhere. 

The Chinese story smothered that yesterday. 

Read the press conference . 

I will, 

AlJything else? 

No. 
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The Chinese yuan is up S/32nds this morning. 

Wowt Wang! 

Last night at the theatre, Senator Wagner 
was there and he eaid - turned to Mrs, Uor­
genthau and he said, "I saved Henry 50 million 
dollars today. " She turned to me and said, 
"How did he do that?" I said, "I would like 
to know, • That was his reaction, 

Did you hear SWing on the radio last night? 

He cited this as one of the big events of 
recent months, credit to China. 

Good or bad? 

That remains to be seen. 

What did he say? 

He said it was very helpful. (Laughter) 

Oh, you think it remains to be seen, I just 
thought you overlooked an important point . 

About 20 million, Harrtl 

Did you ever either figuratively or literally 
alt on \'ihite, lierle? Try it litera.lly once. 
(Laugbler ) 

Once ought t o be enough. 

From now on I will carry pine. 

A.ntthing else, Merle? 

No, eil' . 
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We made up a collection of editorials f r om 
all over the country on your statements 
last month on raising the debt limit1 if 
you care to see them. I can leave them • 
with you. 

All right . Thanks . 

The other point I had1 Pearson and Allen had 
a reference to financ1al help to Britain. 
They are talking about gifts instead of loans . 
Do you l'I8Jlt to take a look at it? 

I saw it. 

\'tiley, you stay behind after this thing. I 
r.ould like to talk to you a minute . Is there 
something you would lilcs to say'/ 

Jio. 

Do you know Dr . Viner? 

Yes, we met this morning. 

Pehle? 

I want to raise a point of the application in­
volving sone payment s by the French for Ar­
gentine meat, particularly in view of the 
difficulty r.e had before when we asked the 
Argentines for information and the Ambassador 
came in and thought it was an affront to their 
sovereignty or something. The French back 
in July made an a~plication to make a lot 
of payments down 1n South America. None of 
them have been made to date except one to 
Uruguay, where we got some supporting informa­
tion from Uruguay. The rest of th11111 more or 
less just remained dormant . 
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Now, the Argentine 'Eiabaaa7 sent in same tlJU 
ago a request for payment of about a million 
two for same meat and wool products that the7 
said the French had purchased from them, and 
the figures did not exact11 square with the 
amount that the French had asked to pa1 the 
Argentine, and we told them so , The7 asked 
that we not request anr information of th•1 that if we wanted to get information fran 
the French it was all right, but the?' didn' t 
flallt us to ask them for an1 informatJ.on. So 
we vrote a letter to the French and asked 
thee for more detailed information, which we 
haven't got as 1et, 

In the meantime, the Argentine Embass1 has 
come in again and more or less squared the 
figures up and said that the meat, wool 
products, were shipped prior to June 15, 
The l ast shipment the7 said left June 15. 
However, we haven' t all the information that 
we asked the French for . The Argentines are 
very insistent that the7 need the mone1 badly 
and I assume that it we tell them we are 
going to wait until we hear from the French, 
the7 won ' t like it . 

On the other hand, we would feel better it 
we got the information we asked for . 

Who would feel better? 

We would. 

How much is involved, 

A million two , 

Has the meat gone? Ia it a transact ion which 
took place prior to the 15th of June? 
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Well, the French have been a little evasive 
on that . The Argentinians say it was shipped. 
1/hether the ships came back or anything, we 
don ' t knor1. There has been all this talk 
about meat being purchased in the Argentine 
for shipment, that the British - there were 
some navicerts issued and then revoked. 

I would get to the bottom of it. 

Then if you agree( we will tell the Argentinians 
that ne have asked the French for this informa­
tion and as soon as we get it we will reexamine 
the case . 

Yes . 

\,hat else? 

That is all. 

Philip, I told you to be at mr office at 3:00 
and have enough copies of that Sir Walter 
Layton thing that he gave me on Saturday to 
distribute. Will you? 

Of the estimated value statement? 

llo, this two billion thing. 

Do you want me here at 11:00 with Slesser? 

Yes . 

Judge Patterson called me up yesterday -­

Harry, you sit in at this 3:00 o'clock meet ­
ing on the English assets . 

Judge Patterson called yesterday concerning 
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this Brazilian ship which the British have 
stopped, carrying military equipment from 
Germany to Brazil. Evidentl y Brazil bought 
a lot of stuff f rom Germany, which has 
slo\fly been filtering over, and the British 
stopped one of their ships outside of Lisbon 
and took i t under control, Due to the fact 
that - of policy, good neighbor policy- and 
so on, Ganeral Uarshall wrote a very strong 
memorandlllil to Patterson, of which he sent 
me a copy, urging that whatever pressure we 
have be bro~ht to bear on the British Pur­
chasing Co=ssion to let the ship go on to 
Brazil with its equipment. 

They practically are get t ing that for nothing, 
because it is supposed to have been received 
some time ago and payment rtas to be in blocked 
marks, so the Braz1linns would feel quite badly 
about it, I think, if they VIer en' t permitted 
to ~;et it . 

They are all up in the air about it, the 
Brazilians . 

Isn' t that a lit tle out of our field. I mean, 
isn' t it rather peculiar, coming f rom the 
l:ar Depe.rtmen t? 

\:ell , they have evidently taken it up r.ith 
1lr, \.'elles and he is goi.ng to talk to the 
British Ambassador about it also . It seems 
to me that would be adequate . 

I don • t want to get in on that . I don ' t think 
it is in our field , I don 't think that i s 
our business , I mean1 Welles should take 
it up l'iitb the British Ambassador. Don 't 
you think so? 

Yes, sir , 
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Wiley? 

Yes. 

Don't you think that is getting out of our 
field? 

I think so, sir. 

That is all. 

George? 

Allison didn't do so nell (banding report 
t o Secretary) . 

Or let them take it up with nelson Rockefeller. 

I think they are taking it up with everybody 
they can get to take it up with. 

I am interested but it is not my business , 

George? 

That is all. 

I said the. t Young and Whl te were to come in 
this a.fternoon at 3:00. The reason I am 
not as.king you (Bell) is the. t I want to 
leave you free to do this Chinese business. 

Welli there ian 1 t anything we can do on the. t 
unti we get a draft of a letter . It will 
be about Thursday before we can do anything. 

Well, do you want to come at 3:00? 

Yes. 

There is just one other thing. Ha.rry Collins 
called me yesterday to aay that the ninth 

' 
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engine was there, They are putting it in 
the ship. 

What is that, the "E" engine? 

Yea, the Allison "E" . 
Isn't that ahead of schedule? 

Be didn't say, I don't know. 

George, you had better get your engines now 
by model ntm~bere, That figure shows total, 

I think on the Allison detailed sheet it 
has whether they are "B" or •c•. 
Dooe it? 

Yes . 

Dr. Viner? 

Nothing. 

See you at 1:00 o'clock? 

Yea . 

Ur. White? 

I have the information with regard to ship­
mente of ore from the Philippines to Japan 
that you asked for . Their shlpnente han 
bean rising very rapidly this year. They 
are seven or eifht times l arger than they 
were in the ear y part of the year. I will 
leave the table with you, unless there is 
anything aore you want to do about it, 

There is a dechion collling up rer.rding trade 
&gJ'eeaents 11h1ch mq be blportan • The State 
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Department called me up , It will probably 
oome to a vote. The Treasury vote may be 
decisive, I am not sure, and that is on the 
trade agreements oontempla ted with Argentine , 
One of the key items i s flaxseed . The Depart­
ment of Agriculture, I think, is opposed to 
reducin~ the duty, which is pretty high, 
sixty-flve cents . The State Department wants 
to lower t he duty. \',e feel that the duty 
under the circumstances should be lowered, 
If it c~es to a vote, do you want us to 
vot e, or do you want to have it reexamined? 

~ell, in view of this thing we are going 
into with the Argentine, I lfant to see us 
buy as much as we can . 

That is one of the important reasons. 

So I would vote to lower it . 

In that connection, 1w. Secretary, I think 
ue might adopt a rather liberal policy in 
our fund control. That gives the Argentines 
more dollars. 

True. I agree with you, but 17e have got to 
get the French to tell us the truth. 

I think so, too, but in the end --

V.e have been adopting a very friendly at ti­
tude, of course, in connection with South 
America , 

But ther e has been a little fast fo otwork 
there that I don' t understand. That is 
what is bothering you, isn' t i t? 

Yes, air , 
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If there is an1 difficulty about getting 
information fran that, you might like to 
take it up with Prebisoh whenJou see him, 
It would be a good thing to t k with him 
about , He would get the facts immediately 
and then if you are going to give it to him, 
it uould be a nice eesturo to him, 

But suppose you have got to turn them donn? 

It wouldn't be so good, but I don ' t think 
you are apt to t urn him donn if he gives 
you the information . 

I have got to hurry a little bit, Harry. 

Oh, now, you mean? 

Now, today. (Laughter ) 

llero is something that is coming up this 
afternoon that is rather important. The 
Sriti sh have requested t he State Department 
to reconsider the ap~lication of dumping 
laws and countervaillns duties on goods 
because it i s going to, t hey feel, affect 
thee rather adversely. That is coning up 
for discussion, 

You mee.n the valuation? 

Ther e are three mattet•s , the value tion of 
the exports. Nol'l, I take it - -

Start over agai n. 

1'he British are saying there are t hree things 
t hat they find objectionable. Nov1 --

\'lho do t hey say this to? 
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The State Department , The State Department 
has brought it up as a commercial policy. 
All three things happen to 'be Treasury ad­
ministration, but the Treasury is only ad­
ministering the law. They want the law 
ohenged. I don' t feel that either of the 
three laws should be changed, 

\iell, I cen ' t do that as a curbstone thing. 
I need more time. 

Yes. 

Here is a letter that I would like to have 
your signature on (to Jerome Frank) . 

But you don't mention who the person is . 

He said he muld call me up and give us any­
body we want or we oan pick a man ourselves. 

No, I want you to name a man, 

Classify a man in the sheet? 

You know who you want, don't you? 

One of two . · 

Then sq that, ei thor one or the other . Men­
tion the name. 

All the other things oan wait. 

Good. 

That is all. 

Harold? 

Bell? 
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Jay Crane 110uld like to have an appointment. 

You tell l.!cKay he will have to wait a day. 

I t old him proba!!l the end of the week. It 
is all right to e a date? 

Tell McKay to give him Friday morning between 
10:00 and 11:00, 

Fanland has notified the State Depa.rtment it 
is goin~ to take advantage of the Vandenberg 
resolut1on on the December 15 payment. We 
have that letter and it has been made public 
by the State Department and they have sent 
another letter in whioh they say they would 
like to have the debt reconsidered, would like 
to enter negotiations, which letter has not 
been made public , I thought you might want 
to consider that sometime in the next ten 
days, !lS to what we should do wi th it, 

Didn't you say you were going to see Jones 
and --

Jones is cooing here --

And Pierson today on the Argentine? 

Jones is com.ing in here at 10:30 and he said 
he wants to see me alone, 

I am seeing Pierson at 12:00 on the China 
thing, but you said Sunday night t hat you --

I called Jones up and I said I would - well, 
he wants t o see me alone. I figured t hat 
r ight after that, beginning tomorrow morning, 
we could go to vtork on t he thing. 

Tomorrow morning is Open ~rket meeting at 
10:30 for at least an hour or an hour and 
a half, 
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Well, we can start with the Argentine at 
9:00 o' clock. 

Do you want a preliminary conference with 
Jones and Pierson and the State Department? 

Well, let me see what Jones has in hie 
mind, I han got the Argentine - rq financing 
CCIIlee next 1 then cOllies the Argentine . 

That will probably be Wednesday afternoon or 
Tbureda7 morning. 

Yes. 

That is all I han, 

Norman? 

Nothing. 

Ur. Wile71 I am going to give you a definite 
appointment, 11:30 , 

Vecy good, air. 

And I won't be rushed. If I see 70u now, I 
will be ru.ehed. 
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n1.gbt atatnent proTiclea our .,.,.... to tbeae 1llqu1rl•• 

lD Tift of the ia1Dl.atraUon1e pollOJ it ~ &lao be appro­

priata for • to atate thet in ita antoroe-t of Section 102 of the 

Internal RntmJa Code the .Dapart..Dt will DOt raprd corporate 

reeerfta f or 1940 t&Da 1D exceaa of the ratee - ~ by law 

as an acca.lation for the reuomble DHda of ~. 

I trut that all corporat101111 will CODti=e to .s-.trate tha1r 

ccod faith by diatriboatiJII to thl1r atocktloldare all eam1Dp DOt 

ac~ l"'CCII1n4 for tha1r 'bul-• DHda. 
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No. 260 

RES1'RICTI!Il 

SITtJATION Rlj'ORT 

II.I.D., W .D. 
December 3, 1940. 
12:00 11. 

This military situation report is issued by the ll1lltary 
Intelligence Division, Generel Statr. · In view of the occaaionel 
inclusion of political information and ot oPinion it 1o cla,.itied 
aa Reatr i ptad. 

I • flestern Theater of ~lar . 

l. Air Force Operations. 

The Getman Air Force apparentlJ' took part in a coor­
dinated air and naval attack on a British convoy on the )I'd, """"' 
300 miles west of Ireland. Last night a heavy attack was llllde on 
Bristol. 

The R.A .F. confined ito offensive activity to the 
llorth Sea and to the occupied territories. Lorient was again re.ided. 

II. Greek Thenter ot War. 

The Greek Ar!ll¥ continued to advanee, reporting ito great­
est success in the center, nhere it 1'1&& claime<l 5,000 Italian troops 
•rere captured. The Italian Air Foree operated against Greek troops 
and lines of communication. 

III . llediterranean 8lld Atrican Theaters of :tar. 

llo ground operations 8lld only minor Air Force activity 
reported. 
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Botea on NeetlJIC 1D the 
Secrotar7'• office 11 .I.,N.,'I'uea~, 
Deceaber 3, 1940. 

Thoao preaent at thia IMietlJIC were, Secretary Norcentheu, 
Air Commodore Sloaoor, end Philip Tou,.. 

The Secretary opened tho conference b7 aaldJIC .l.ir Co-.dora 
Sleooor it he had been aecuriDg the deoired intoraation and •••­
ins onr7th1D« he vilhod to ••• · Sleaaor aaid that e .. or;rbod7 
had been fino to hi• and that he vae planniJIC on atqiJIC about 
three veoka lo1141:er ao .. re of the technical air people votre 
co1111111 Oftr troll IDgland. !he SocrotllT7 aa.I:Aod hia i.t ho had 
non Lord Lothian aillce the SecrotllT7 had talked. vith the latter , 
and Sleooor o&id that he had not, 

'l'he Secrotar7 a&id that ho V&O worried about the !ritlah 
or4oro ao the otutf Vhich vao oov co•iiiC ott the production UM 
" "" tho otutf originall7 on order tor the J'ranch. !Ia vent on to 
emphaei•e that the !ritioh ehould onl7 plftce ordoro tor thooe 
typoo ot planeo Vhich would aloo bo uootul to tho United. Stetll. 
Tho Secretary c1 ted the to.nlc procraa 110 aD eX&~~Ple of otend&rdi­
zn.tion. 

He ill'luired t!'ora .l.ir Co111110dore 8le11or ao to Vhat VIIO the 
nu;t !1ght1Jl4 plane be70nd the !ell end bettor then tho oneo the 
GerlllllJio nov had, Sleooor a&id that there vao no t h111!; com1Dg on 
in the United Statu vbich wao eo od'Oancod ao the '1'1Phoon. He 
added that t ho threat of the Gorii&DO cain1DC air Oupre•q had 
1ncroaoed bocauoe of the tald~~& onr of aircraft cllp&eit7 1D 
J'rance. Whllo thio would not affect oar... production _.,u7 
aa tar a• uw:abera vere coneeru4, 1t wul4 «1•• the Oerune u 
opportunit7 BD4 the plue to d ... elop new t7J)80 without deereaoillg 
quant1t7 prodnction of exiotiDC t7J)eo , lla added that he t houcht 
it would be the 8pri11g of 1~ a.D.7W>T before the !r1tleh would 
hen plaDeo equal in nllAber to the GorMDo. 

n .. oor o&id that tho fn>hoon voo equipped vith the llap1er 
Sl\bro 2000 horaepover •DC1D• and that the plaDo tor the eDgino 
hftd juot arrbe<l in t he United Shtoo and had been oent to lnudoon. 
The SecretllT7 oaid that the Britioh Go'Oornaent had been olov in 
lotting uo ha'Oe ..-plea of thio aort of thin&. He omph&o1•e<l the 
f~~et thot the quickeot It&T to ooll the United. Statoo on & nev itoa 
Vl\1 to IID4 & UlrOll OTI.I' • 

fhe 8ecrot&r7 &eked Sleooor &O to hil peroonol background and 
Sle11or roplle<l that tor the l .aot tbrM aD4 one-halt 7&&rO ho had 
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been tho heAd or the Plana Dlvlalon or the Air Nlnlotry. EYI­
dentl1 In Hby, 1940, the Mlnletry or Air Production vaa created 
out or tho Air Ministry, vhich up to tha t time hAd lwldled the 
mi litary Ill well aa the p roduction Alpecta. Inoteftd ot goln& 
over wl th Beaverbrook In tho Air Production lllnhtr,y, Sleaaor 
at~yed on with the original Air Nlnlatry In the Operational 
Dlv!olon. 

Sloaaor explained that the Plona Divlalon, of which he 
wno tho he~d. vat rexpo nolble tor devaloplns the tactlcol nlana 
to be uaed •g~lnot the Geroent, tho pollclta involved, and the 
dlanot l tlon of the Br ltlah Air force all over the vorld. He 
rdded thet he hAd nothing to do with tralniQC or portonnel. Hit 
dlvlalon vrote up r eportt tor the J oint StAff, and the Chie!o or 
StAff In turn reported to the War Mlnlatry a alngle coordinated 
view of ~t ehould be done. 'fbe Secretory llekod Sleoaor 1! be 

30 

could tl>rnlab hi: with a chArt abovlnt; the aotup or the organization . y 
In explanation Sleaaor aaid t hat bit diYitlon dotorni ned the typo 
or plano• which they would have to hAve and then BeaTer brook ha4 
the job or building thee. 

The SecretAry onld that the On! ted St,.tot would have to take 
full advlllltOGe of the Brltlth v~~r experience And Inquired os to the 
~peed of the Typhoon. Sleaaor replied that it would do about 400 
m!lea per hour vhlch """ much t aoter then tho P-40 or tho Bell . The 
Secret~y ~•ked I t Sleosor had OilY renorta on the fighting qual!tlea 
of the P-40, but be r eplied tbet when he left l:nt;lond no P-'10 1 1 hAd 
yot boon In battle. Sleooor added, hovaver , thA t he would aend a 
cable on It !~lately to !1nd out, 

The Secretary aokod Slea1or t o give h la aomo lntorQAtlon on 
101101 of pilott, etc., d~l1c~t1ng vhllt Mr. PurT1o hod given h1• 
prov!oual7 about Sop teDber 27t h or 28th. Ha added that be would 
like t o have it on a conthl)' baolt ao tbet be could use lt In talk­
ln: vith Knox ftDd the Prealdont. 

The Secrotor7 Added that every effort ahould be ~· on the 
~nrt o! the Brlt 1th to oee thAt cood newt vaa publ1c1tod In Ameri ca 
bacAuae the AmericAn nubl1c woul d be much more enthuslaot!c about 
belp1nc on tho baa!• o! good nova. rurther, ho added that the 
American public would not be tcArod into hel ping. 

l/ Thaoe organ1t at1on ch~ts wore oub t aquontly oubmitted by Air 
Commodore Sleosor And Are attached. 

ooOoo 
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ECRET 
BJUTISB I.II\ IIIJIISTRf 

OV'IUIOl OP O!WlflUTIOII OF Ull STJ.n, D!C"IBEII 1940, 

SICRErARf OF ST.U'II POR Ull 

ClllEF OP 1HE I.II\ SnlP 
Princ1p<U ..trioer to Sec,....,.,. ot 
State OD all • tt.ra or 1.1r roroe 
pollqt a aaiated by the Vice Ob.1et 

ot t.be A.1r St&tt 

DllPARI'IIIII't801 

PERSOIOOlL 

TJWIIIJO 

sum.r .... 
O!llUII.l'I'IO. 

OII'IJ'I'I CJilEI' 0 THE AIR STJ.n ASSISTJJIT CHlEF OP 
AIR STAPP (RADIO) 

ASSIST OHIIlP OF 
AIR STArr (OEHBRAL) 

llo.7 to ~1 caoduct ot llr 
opt~n.tiona Vat and operational de- R. A,P. ,round det•noe1 

Telopeeot of all forma ot Conooroh1p poliO)', 
TORS DIREC'l'OR OF 

IIII'ELL1!llEIICI 
radio 1D R. A. F. , l.aclud-
1111 radio d1roct1cn rind-

Pre ... 

-, anr . ... , •..u .... IW.it­
&1'7 ~ti<II'W 

otc. 

DIPJIC'I'OR J' fUllS 

Pl&M1l>c tor -poo1 Ucn 
&nc! • ploYM-nt. o f R. l. f. 
"-•ber of Joint Plannina 
Subo-Co-.it.tee . 

1111 &ad tho -hr1111 ot 
en~ radio aida to oarl• 
ptioD eto. Claoe lWoon 
ri t.h tocbn1ul otarr 1D 
lli.I>UI.r7 or .urcratt 
Prod.uotlon. 

lD llia:,r 1940 t.ht dtp&.rtaent o£ f!ooductiOD W8 Hpln.t-ed tf'OII 
the Ur lUlll.iatey and a nn depart:Mnt. • • nt. up, the Mia.iat17 
or Airoratt Production to .. et the production r~usr ... nta ot 
the .U.r 1Un1et.ry. Spe-cial iet. pertonnd are aeoondtd hoe \be 
R. / •• f . tor .. rv1ce in t.he W.l!. ,P. e.nd ita aeeooiatecS reeea_rob 

There ie direct 11eiaon between the t wo Miniatr1tt , 
""'''·'·•Ul.,.llY with the Departcent or SupplJ and Orce..ni&&tion 1n 
~~~~~(~j~ a.nd , 4 n t ho Ur Statr aide , with A.C.J..S. (R) 

ASSIS OHII!P OF 
I.II\ StArr (T.I.O'I'IOI) 

Inoludea Direotorate ot 
Oporot icoal bqua-to 
'tlhich 1o roopono1blo tor 
ooll&t1111 4 ... lo~o l.a 

.S..icD bro\Oiht ·­
t.hroucb pract1ul -
1eooe. Clooo U..S. ri~ 
II11WI.r7 ot ~ 
Product~ 
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ua-nthotbar 

~-·· FoNiF ottico, 
llizdato7 ot looaoaio 
w.z.t..,.., eto. 

mm.m or mnm Of!WID+TIOI 

CHIDS OP' S'l.&J'P COII!IITTIB 

Chiete ot Statt ot t.be tbfte S.r:rio .. aM 
Chief statt Ottioe-r to the ll:l.ni.te!' ot . 
.0.!.-:tOII 

Tho COal.ttoo u colloct--
inl;r rooponoiblo tor adTiaiJic tho 
War CabiDet on llil.itary •tt.re,and 
1n addition the Chiel'a ot Start ar. 
eaoh 1ndividual.l7 responsible tor ad-
rtai.ng tbei.r r.~tiTI MJ.ni.at.re. Thq 
aro DO~ proHot wh.,...nr llilitol7 
•tt.ra aH diaeut1~ b7 the Wt.r Cabinet, 
and aro ruponoiblo tor atoti.Dg tboir 
opinion.e, whether or not tb.,.- a.re 
apocitioall;r inTi t.d to do ... 

JODIT PLll1ll IHG S~IIIIITTIB JODIT :nrfC.t.IOIIIICI SUB-OOIIIl!TU 

Tho Dirootoro ot P'lan.l ot tb.e three Serriceaa 

tt•• aud.n•• &n4 N-
ttora ot oparational poll07 

e three S.rrloea, •• cl.ir.c:ted 

!li.IIUb-ooaomi 
porte on all • 
rolatq to til 
b7 tho Cbioto ot statt, and1 in addition, 
with tho lottor • ' oopianoe iD.itiatea the 

and 1'0 rta on ourr.ut or ua:ainationot po 
probable f"utW"e atrateciot.l probl .... 

St&t't orticera ot all three 
Serrlot11 are in continuo~ 
aeaelon to aaaiat the J.P. 
aub- ~tt.ee in th4 pre• 
paration ot 1Dter-eervioe 
and .xeoutiTe plane, eto . 

FoNip Ottioe: • roproaODtatin u F&ridoat, 
plua ~ro ot Iotoll~oooo ot tbo tbroo 
~0111 ~ 

Tho ~t- oollatao 1D-
to~o and aeku r eport& t.o tho Cbiota 
ot Stott 
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ACCUIIIIG tO Ill fino WI fiLL IILP FlY A I.AIGI C ... liii-

"'"T tF-AIIDICd AID CAIIdld flOJlliW PLAMIS tl llltAIMo 

u s: tut CIIliiSOtl sui id iAiDI IRI FdiltlPlTD IM SIYIIAL 
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AMD CAIIADIAII JLllll 1111 IIPLITP AT ell Tllllo 
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TREASURY DEPARTMENT 

INTU O""C& COMMUN,CATION 

Mr. roue 

Mr. lluoklq 

VII~ Coat~ laapMUoa !rip 

DllriJIC ~~~~ WMk 'bleiJU>lac l o'fulllr 25. 19llo , W YhUM 
t he f olleviac alr,laae - utao\urtrll 

lloa4q • loet..c • haUll 
t'v14&T- 14aldlee4 aa4 lo~ Min-. J.oa .t.zoc-1•• 
Vl4ui4&T • Doaclae • l.o1 jqllM 
!llv14&T - Coaeol14a\14 &114 1Ju - 1aa Dlep 
J'rltq- Tal\11 aa4 l or\Uolp. Loe J.apleo 

lacl114t( i ll \111 pariJ WH J-1 T. l OI'rll\al, 1Ja4oraoore\ar)" 
of ~hi • • ,.,.. Cap\ala a. II. l'ftao, A4YlOOI'J c-looioa \o \he CouoU 
ot laUollal lllfoaoo, aa4 lla11ro. hlrq, Clrq aA4 llalloell, of \II& 
lrUllll PvollatiJIC C~ooioa. llaeoro. lie¢o\, Weooell aa4 .UU.. 

• _.>· ( •t \ be JrtUoll PvollaoiQC c-looioa Joiae4 \ lie J&rtr a\ Loo .t.Dc-1••• 
< 1•: c •. u 414 Col. J oeepll L. 1\r.- of \ he 11aU14 1\a\11 .t.lr Cor,•• 
,· 1 iA•"' 

l'" ~· lroa \he 41ocu .. i oae a\ \h111 Y&l'iou plaab, ll'l'll'al paera1 
• pro'bl•• ••rp<l vhiell .. ru ualtla\1 ooneU1raUoll elaM \hl7 

at!M\ pH411oUoa. .&.ocor4lacl7o I ellall ouUlao \boll poia\1 ktore 
ct'l'lDC &ll7 41\&1114 4aoertpUoa of \he Ylolh \o iD41'1'14llal plaahl 

1. !bere 11 n.11o\a&Ua1 11441 U ollal prl4uUOil whi cll caa Ito 
oeouet t~ JrM•t t•UlU1o 117 cotac to \b.He-ohin operaUoa 
,,,.. tqa per ...-, for 

a. .... of \he plaah 11 aow oa h.ll \hHI-ohif\ operaUoa 
u1. .... are op1raUac oal7 two ohln .. 

11. 1oM ot \he plaah 11 - oa h.ll ,., !aT op•aUea 
ut aoe\ wrll: oal7 !h1 4aT&. 

2. ..._ wl\llou\ colac h ,..,..._ohlft, •...--4aT operaUoa. 
\hll'l 11 •lletuU&l .u!Uollal proa.au .. a'l'allalll• 11••- aow 
aat Jue JC), 19112, fu 

a. loeS..C M\lloa\11 \lla\ \1117 - proa- altou\ 275 
.u!U-.1 D-7llloM-

11, J.eeldl·.a .. ,._, .. \ha\ \llq •- ..U allooa\ 1,)00 
IIIIUU-.1 W 31 '••hn. 

• 
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c. l'GltM ut~tu that 1t cu -aka aa -oteraiu4 
'lrd ou'llotanUal au~~bor of flcl>hro at i h Do..., 
plant oA4 of di'r-.'boa'boro at ito laoh'l'illo plant . 

3. !bit addUloaal oepaoU:r which pro'ba'bl7 o:doh 1JI oor­

r eopoadi.QC ... uat 1JI other planto eaa DOt h uoo4 wU.uo thoro 1o 
u earl7 lncreaoo ill tho rah ot pl'<)ducUoD of oD&tnoo and of other 

it••• which tho airtraoe aaautaoturoro ~ froa outo14o ouppliero. 
Thoro ""'" cenerol aczoeo111nt t hrouct>out onr dioouoolou that tho 
iaaedlato anovor to thio pro'blaa vat to plaoo tho Intire lndut tr,r 

35 

on a t vont;r-four hour 'baoh tnon d~• a voolt. To 4n thit vill require 
controlh-.l dirooUon to t hot t ho enUre aircraft producUoD pro'bl• 
n ot 'be Uod tocother ill o1>1 pert on or coaaHho ha'l'iac tho roquiolto 
authorlt;r to oarr;r out tho poll oiot nocaooar.r t o a chloTe aa:d.ua 

production. 

4. J. opooltio OX&JIPlo of U11 4ola;r in aircraft pro4uoUon vhioh 

ooul4 proba'bl7 'be ollaioatod or croatl:r allo'l'iato4 'b:r oonUau.oua 
follow-up of ooao control apno:r lo the preaont oeriouo 'llot tlonook 
1D tho procur•ont of olualD'CIII, J. dalinr;r Uot ouppliod '117 t ho 
Douclao .llrcratt Coapan;r ehov..t the folloviac dlllTer;r proahoo on 

•&riouo alual.D'CIII itoao aa of lona'ber 15, l9llo• 

10 to 20 vooka on oaotinco 
18 vooka on 'baro 
18 voek:o on viro 
20 voeko on forlinco 

20 t o 21 vooko on ehoeh 
24 vooko on onruaiou 
28 vooka oa tu'lolac 

1D our OOnferonOU it Yal 'llroucl>t OUt that thO ))ofoDII Co,._ 
mltoloD l o oat1of1o4 that t horo lo no ohor to.p of aluaiaaa poUDdo.p 
for tho 4oaeat1o production procraa. Ybil o thlo aa;r 'bo truo, it 

it IIPP&rlllt that t h eir aaal;roh hal Dot UtoDd-.i to tho 011P&OU7 
for tha oappl;r of t ho TariOU forao 1JI vhich al~ h ua4 1a 
tho a ircraft iaduatr;r. lhila Jooioc , DoucJ.ao, and other aircraft 
aanufaoturoro oaa ouppl;r ua vUh lioh of it•• 011 vhich tho;r noo4 
priorit;r 1a order to aaintaln indicated doli•orioo , it i o difficult 

to ooo hov tho Prioritito Joard can coDoldtr 1117 ouch roqaaoto 
lntell1centl7 unleoo tho;r baTe a piotnro of t he roquiro..,.to of the 
IDUro iaduatr;r correlated vith 4111Tor;r do.too for fln1tha4 produoh. 
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Our convoraat i ona in t he • arioua ~lonto i ndicated ttat tho 
alwolnum problem Ia moot c ritical and lmmedip.te action ~aa 
surgeated &long t he following lineal 

a. Reduce aa quickl7 and no dr• aticall;y ao poa­
siblo t he p roduction •Ad fQbric~tion of 
aluminum for aon-defen~e purpocea. 

b . Procure !roa each aircr~t I!Mufacturer a compleU 
liot b~- item of olualaua dolinrioo requi red 
~onthl;y for t ho nort roar to moot tn6icAted air­
plMe dolinrieo and arranc- t o han t l".i o liat 
corrected sn4 extended At aonttl7 ln t~r?el e. 

c . On the baoia of tho in!or•atlon obt~lned !roa 
lndlYidual lll&lluf~cturora, llrrango vltb tho Prior­
Hle e llo&rd tor t ho IOtabliahllleD.t of ouch priorHiao 
~• vill give tbe nece eaary del1Ter1et. 

d. If nece• ••rr in order t o meet t he r equir ed doi lver!os 
e.rrMgementa ehould be made !or alwtlnum producert 
to go a t once t o 24-.bour, 7- d&J oparatlol>, 

5. ~~mum production vlll be diff icult l! not l~ooeiblo 
to achi oYo unleae i mmediat e attent ion be given t o otand&rdi•ing 
lftbor pol1c1 ea in t ~e lcduatr,r. Aa i t ttnnde now, the agree~enta 
ADd ~raetlcea ot the ~ioua eon~~l•• reprece~t ~ aeriou. 
obtt&ele t c aehieTi~g 2"-~our, 7-da1 operat loo, !or 

a .. In seYeral ylant • vork on Saturd.ft3 =116t be ya.id 
for at the rate ot tia&-tu:u!.-a- Wt and -.;ork on 
Sw:ui AY "t do1.:.bl e t1me, ••en t houeh thia work 1• 
vl t hin t he 4o-hour vorl< voek, 

•: 
; 
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,*More Plane : 
Plants Face · 
Wage ·Bid 

With th~ Vultee &trike 
SPttled, united Automo­
bile Workel'1! of Ameriea, 
a C. J. 0 . affiliate, ye&ter­
day laid Jllaos to open con­
trnd ne~eotiation3. calling 
for •imiliar wage in-

1 
<'rPases. with at lraftt four 
morP Southland airplane 

I!Jiants. 
~ Ryan .u.-11141 Com-. 
I
San DifiO. tmpl oyln a 1000 
WOf'f«ora. is Mxt Ofl tht wdoe"l 
U.tt for attmUon, ll w-... N tH. 

Tbm will follow newotlalloftl 
111i~North A.mtrlean AriiUon, 
1"'\.)oo An3tlft lillllldpaJ AI,_ : 
port, ... ployln. 'IVOO; tho lie· 
nueo llanufad.w1ftl Compa.ny. ' 
In&- 1000, ond 1M - -

I AJrcntl Dlo CUtlftl Corpon· · 
\ tlon. Loo An ...... 100. 

•r.uazr ro -

I 
Ryan ... plc>Jfte _, ...... 

..tN u.o u. A. w. - """. 
- .. ~ - ~~up~~~. ...... Ooalnlct ....... -- ----4 ~ ..,. tot u. A. w. tor . --.--... ct ... tloc· 

- - at K«tll ~ - lo ,.....a., bofon U.. H a· -lAbor-·---... .. ._..._..,._ 
ftt HLIUI __,7 denlecl 

• - pttltlon, but union 
--~ylhoy w.,.. 
_.-... now lA> ..., .. ,.. u.e 
....,. thol tmploytto In 111>1 
ploAt , ...... d 1M c. 1. 0 . 111111· ..... 

WaJtf' lncrt'AM't undt'T ltrmJ of 
Uw Vultt-t M-ttknwont, baJlcally 
1.2' 1 C't'nt.a an hour, had not bfton 
nwt ym,.rday by otbtr alttnJt 

l
\:Q:ndwt~~.:.:.· ...... c. t 0 . 

. .., .. ...., VJ '" .,,..., - .. ~.) 

... 

.... 
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'• Joaaa p.,aeato for work OR tho oooon4 an4 thir4 
ahlfh ft%7 ...-ko617 II )Ot'WMR OOJII.Pitollill, tor 

1. :Boo1DC :pqo 1 h t hir4-oohltt •IIPlOJOoo tho 
oonh :por hour 'boa.,.. vUh olpt bov.ro :pq 
tor o1:1: aa4 throo-fourtho bollro vork. 

2. LooldoM4 ~ 1 h thlr4.-ohif\ lllp}OJIIO 
o1x coato per hour 'llo ... 'With olcbt hOUJ'I PIT 
for ol:l: aa4 ooo-balt bOilJ'o work. 

J. Douclu paJI ih t blr4- oh1t\ lllp}OJIII fho 
COllh per hour kRU vi \h oipt bouro :pq 
for ••~ houro vork, 

!booo non-otan4&r4 :praotlcoo ln plaato locato4 ln t bo ooao 
area aa4 vi t h lllpl07"' 4oinc :praoUcallJ 14eat1cal vork are a 
oovco of 41ooontut aa•DC vorlcuo, loa41nc to bleb turno'Nr of 
e11pl07111 aa4 ,...,ntuall7 to otrlkoo, !bat tbo r ocnt ot r11co at 
Ta.l.tM vao but t ho fororunor of oor l ono labor 41ftlcultioo la 
tbo lnduotrJ Val jlenorall7 tho oplDlOR Of tho AallufaotlU'oro vi th 
vho. ..,. talko4. !he aUaoho4 ol1:pp1RC froa a Loo ~leo 
uvopqor bouo out thlo point, !o coURtoract t hlo throat t o 
a&li ... pro4uct1oa l.-.41ato conotructl.,. action l o noo••&arJ• 
It vao ~oh4 that vo lllpt wll :prooM4 on oonral Unoo ouch 
ao tho follovinca 

a. Stand.ar41oaUoll of tbo practlcoo of all aircraft 
COIIIPaniOO eo a o t o poraU 7-4&7 operaUoa 'Without 
p-alt7 f or vork vitbla \ho llo-hov Uait, 

), S.ta'bl1U..t of a :prooo4uro t o :prohl)U oao 
-utacturar troa rol>lllac anot her -utachror of 
oklllo4 lllplCJOI&, 

o, Jota)llohact of laeaatho oo..,...oaUoa plano 
ao ao to iDCl'l&ll t ho pro41&0t1 ft \7 of l allor, 
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.U 1t otan4a to4q, allooot ell alroratt ""* oa the ""' Cout 
1e 4ollo 011 a otral&b\ bo,...lT bub All4 tllore 1e nry c-oral 
ac-... t tllat W0*-!'8 a!'8 DOt }ll'ObOlac the .n.. }IOUlbb 
}ler boQJ' of labor. Senral of tho -ateo\QJ'ere a:pre .. ecl 
an 111\ereot 111 tho llrltieh preolla-boaua plan, and 1t o-• 
.. ory clear tllat pro4uot1oll cCIU.l4 bo luroued .-al>otant1allT 
with tho dnolopao11t of 00110 otllll4ar4 o;r.t• tor tho enUre 
ln4utry. 

4, lnactaont ot log1llatio11 olthor tor tho alroratt 1114utry 
opooltlcall:r or for oll dotl111o lll4Witrloo proTlAillt; for 
coiiJIQloorr arbltratioa of labor 41oputoo all4 t ho ollalllatiOil 
of otrikoo. fbo otriko at 'f\Utoo loot about o~t wo*lac 
liqo, which will lla"" a ooriD1ll ottoot oa thelr pro4uot1oa 
procraa. iftll woreo will bo the atfoot or otrikoo at t he 
lar&or pro4ucore, or of otrlt.o 1ll tbo plallto ot .-al>-ooDtraotore 
wbo a&llfaoturo produoto WIM b7 JW11 a&llafactllrlre. A oor1o1ll 
otrlt. l n tho elualll• 1114Witry todq could U o "P U.Oot tho 
ont lro aircraft lll4Witry. 

6. !l'ho worlc Oil ot1Uldar4lu.t1oll of doole= u botwllll Ullited StatH all4 
Br1thh plA!Ioo hoo otill DOt produced a OiJIClO 141!1Ucal airplalll. l'bilo it 
h true thot tho tactical uo ot cortoia a i rplalloo 41fhro M between tho two 
torooo, •1\klJI& coaploto ot&D4ar41u.tioll la}IOullllo, thne obTiD1llll1 .uot bo 
•••• plADoo lllt OD4o4 tor the eaao t actical uoo. In theao caaoo it would ••• 
that otall4ar4hat1on could. bo acblned 1t tho nooouary prooouro woro nortl4 
011 both o1d.oo ot the conteronco t able , Partioul&rl:r ourprioln& """ tho fact 
that tho l!ana.r4 trainer • hlch 1o 11&4• for both tho t!Dlted Stateo an4 tho 
Brithh 1o 11ot ot&D4ar4bl4 ao botn111 tho t wo torcH, .,..,. tboUIII> it 1o a pllllll 
wb.ioh 1o 110114 onlT tor tralllill&. 

lt h rooo&alsl4, ot COill'll, tbAt otan4ar4lu.Ucn can DOt bo ottoot1n 
tor prod.uot1o11 withlll tile ...n olx t o ol.cht IIOiltho, but the planH dlch wUl 
10 illto pro4llotiCD at t bAt tlao alloul4 corto1al:r llan t..Mlato couluretloa 
troro tho otand.pcillt of ot a4ar41sat1oa. lt woul4 •- 1ll theu cuoo' tllat 
batter rooulh ~t be aabiond 1t ecro-t woro roached on the lllt111414 
tactical 11011 of an oirplaao, attor whloh otan4ar41sat1011 1ll 4ota11 coal4 bo 
required ill a plano 111tlll414 t or tho -• t ..,Ucal uoo b:r both torcoo. 

7. fbo probl• of bona ill& wao 41oouooe4 wlth aach _nt..,tllrlr, but 
ia 110 caoo h it a paruount ioouo oliiOopt in Saa Diogo whoro tho probl• 1o 
bo!JI& aot b:r tho 11•"7• !ho IIIUIIIC-Dt at Lock!>ood. f el t thot lt would be 
4ulrobll to lla ... IOtll low- r111t Jod.oral BoWil:JI& projooh 111 tholr &ria, !lOt 
bocauu thoro h &111 1114icatl4 lalllt of bo1li1JI&, but boca11111 prl""to real ootate 
operatoro in tho Loo AJI&oloo area aro aalllt&lllill& rontalo at quite a hl.ch 
leTil, which 1o a ocurce of labor dilcont111t all4 "-and tor hlp •~~&••· 
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a. Ilona of the pl.&nta naltad felt that their prodnctlon wu bai.Jic 
oarloutlT hllldared by lack of tr&inad ,.., , .Ul the la~ placto ,.... 
oooparatiat: with looal public Md prbata achocla oa a broa4 tr&inl.o« pro­
eraa• !1\a probl• of .. curing federal al4 h apparently worlr::lD« out 
eatlafactc rilT throuch the atata oftloiah. Loolchaa4 •-• to ba ill the 
beot pooltlon wlth a oo'"Pleta end wall- rounded tnt.lniac prorrea which h&o 
beoo deYelopad onr a four to fin 1aor period. Soaa abort~• will 
1111doubta41T ari .. if the laduatry IIOTat to 24-1\ou.r, 7-&q opant.tloa , but 
tblo obould ba oTaroou with the uhtlnc trelni.Jic prorreao. !be ~lar 
plaota without treialng prorreao of thalr on are llkalT to ba at a dla­
&dnobce it &!lT procedure la a ot&blhhad to prOTIOI\t the tr&!lafar ot womre 
fro• one plant to another. I p.tharad fro• iutol'll&l coa81lto that aoM of 
tba aa&ll ar pl&!lh ha'Ot followed a polio)' of pttlJIC •PlO)'aaa !rca t he 
larpr pl&!lh by off•rlac thea a craatar n•bar of lloura work par weak. It 
thaoa planto ha4 t o dnalOp their """ aklllad wo-, tht1 alpt need 
aaolotaaoo for a abort tiM ill aattlJIC up " trallllJIC pro,....... 

9. Tho atat•tllh of Sacretary of liar Stlaaon and of the Prlorltlat 
Jcard with retere110a to production of oo .. arolal aircraft wna inuad. while 
•• ware on the Yaat Cout. l'hera • -ad to be ~neral dinatlafactlon with 
thaoo aotlono, portlcularly b:r the Douclaa .Uroratt Ooa!)ell1, which felt that 
lt had baiOI\ cond_..ad without haYing 1111 opportunit:r to daftlld itaalt. rroa 
""" conaraatlou with rapr .. tlltatino of Do~lao, :Booiac, and Lockheed, 
I «ot tba followiac lnlpreuional 

a. lloat aenufacturaro prodiiDI.Jic oo•aroial alroraft han 
aa4a proTlalon in their pl&!lto for thla produotlon ln 
a4dlt1on to their full ailltary pro«J'&''. !hie ....... that 
reduction of attort on the co ... arolal ohipo will probably 
110t IJicraua •111tary production tor '&!lT aontba it at all. 

b. In a011.a pl.&nta alowlJIC dOW!l of the co•aroial prorrea will 
nantually d..,,... .. allltary produotloa, allloa .... are bai.Jic 
tnt.lnad on the co,...rolal plan" who would later be tranafarrad 
to allitar:r produotioa. 

c . l!aduotion ill co:aarolal plana prodnctlon and the rerulti.Jic 
reduction ot coJDarcial plan" a'Oallalll a IJI thia oODDtry aa:r 
han the affect of retardinc tba daf"'" prorrea u a whole, 
tor 

l. llaJIT critical 1t•• are ahlppad DOW by air a:r;praea and 
&!lT fraeslng of the capao1t1 of thh tranaportatloa 
f..o1l1t7 la llkaly to atfact prodi!Dti oa lllld create 
dalqa • 

• 
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a. tao ..... lq '-4 tor air tJ'aU}IOrtatloa 117 \raftla ra 
woft111l: oa tu aat1oaal 4.efaoa :procraa 1o tuiJ1c o­
Mr<~lal lillll to e>a:paolt7 aow aa4 ~ wall a:p.4a tM 
:pro~oo of t u ufanu proc""' lt ca:paolt7 1o trosn 
at :p:reent laftle. 

4. !he tread~~« of :pro4»>tlOII of ooaerolal :pla111o at a low 
tl.cu:re aa4 tu :reoultillc :pracUoal la:poaolll1llt7 of .Ulllc 
ezq talll tor fo:relp acoout wlll baft tb8 atfaot of 
taltlllc .,.... ..... utactllftre ov.t of the fo:re1p u.t'l<et at a 
tlaa wha th•7 wo'lll<l. h&ft 111 o:pport•1t7 to eater -
MJ11:ate which toraarl.J' ••~• ~11te1 117 atWifactiU'Ire 1a 
otur a01Btr1••· ll'OII tu etu4:po111t of -.tatailllq :pro-
4»>Uoa ill \usa ,..., tac111Uae attar ov.r :preoaat arln.­
or41aaJ'7 a1l1\ar7 4nAD4 h&o 'boft aat1ofllte1, thie 1o 
oartatal7 aot a uotra'bla :pol1C7. 

•· rraaalllc protl.»>tlo11 ot oo-•rolal alrcratt 1o Ukel.J' to 
rotari <l. .... lopaftt of ,..., t7J11t aa4 plAce our -aotiU'Ire 
aa<l. a1rl111at at & 411&4....,.t&e~ 1a worl4 oo-tltioll attar 
the war. 

!he &boft COli•~ pn~'bl.,.. ••~• a..alo:pltCl troa 4110U1tlollo at the 
Tar1oua :plalltt &114 troa tu rol&to<l. ooaTare&tialll with tu other aoa'boro 
of t he :port7. A aoro Ut&illtCl ueorlpUoll of the oollfa ro110a at aach :plallt 
tollo• •· 

• 

'l.O 

• 
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TREASURY DEPARTMENT 

I NTER OI'PIC& OOMMU N ICATION 

DAn Deceober 3, 191j.o 

Secretary Lorgenthau 

Dr. J noob Yiner 

Dr. Hnns memorandum on bottleneolte. (I(A.:V 'fo) 

This is an excellent memorandum as tar ee it goes. I 
r." ve only t he following comments to mRke : 

(1 ) I th1nlt it would be a good t hing it Dr . Haas 
were aelted to prepare a ~emor~ndum on the 
oottleneck situation, any, once a month as a 
regular routine. 

( 2) I n considering actual or potential bottlenecks 
1. i t h r elfOect to any production, explicit reference 
should be made as to whether t his bottleneck 
PrisPs tron production f acility, r~w mnterial, 
or l abor scarcities. 

(}) The zinc situation should be c nnvassed immediately 
f rom the point of view ot the desirability ot 
controlling exports. 

I s•w A st~tement recently in the oreos trom an American 
~nurt~ cturer of brass that ehortagesot zinc were already 
~·kin~ themselves telt within t he country, including shortages 
on re~rm•ment activities, And thn t nevertheless exports to 
.'•ll•n we re still going on on ~ subetantiPl l'nd incre~tsing acnle. 

M~y I repent my opinion that the bottleneck problem baa 
~·Jor e1gn1ticance, not only with respect to the direct problems 
or ettect1ve rearmament, but also t he general tiecal pnd monetary 
·:elllt h ot the Government. The prompt and effective removal ot 
bottlenecks ie the surest way t o p revent an uncontrollable in­
fl•tionary si tuation from developing. 

, 
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~ ...... '· 1~ 
...... ,U"J • .,....,~~a 
Dl'. , __ ftllft' 

Dr. Kaao ••r&Maa oa lloUt.a.-.. 

fb1o u u oxeellea\ ••rM&aa ao far ao u soeo. I 
han oal7 CIM followt.ac •-••• to ..Ut 

(1) I thlllk 1\ 1f01114 M a Coo4 '"- 1t Dr. Jlau 
wra aak.a4 to prepare a --- oa \1M 
boUl-llk athaUoa, ~. - a -Ul u a 
raplar I'CCl\lM. 

(2) 

(J) 

Ia ooaa14&PUc aohal or po\•Ual llo\U-.U 
wUh relpoo\ to &DJ prodaoUoa, uplloU ratara­
oboal4 lto 11&4& u ' o wbe\ber ' D1o boUloaoek 
ar1ooo h'oa prodlaoUoa faoUU7, r.- -\ortal, 
or labor eoara1\1oe. 

!be s1ao e1ba\1oa oboul4 bo oao•uoo4 laao41a,olJ ' 
rro. tho pOia\ of now of ''- 4oelrP1ll\J of 
ooa'lrolltng OXpOr\e. 

I eaw a ob\o-c raoeaUJ 1a 'lbo pra .. troa u .a.rloao 
-faobrar of 1tra10 \ba\ llhon..- of alae wora alra8A7 
aUlae 'JI-lne fol\ wUJila 'be _,1'7 1aelu41ac ellon ... o 
oo r .. rnnra'l aoU•Uloo, ao4 \ba\ ..... i.tl.1o10 ·~· ' o 
l apu "" eUll sotac oa oa a oabehaUal ao4 taoraootac OMlo. 

1la7 I rapoat 127 oplaloa \ba' ,,.. llo'Uoaeek p~loa liDo 
•Jor UCD1f1-, .. , oalJ n'lh reopeo' ,. 'Jio 41red p~l­
of effoohn rau ••'• "' aleo 'ho paoral fUoal ao4 -\G'J 
boeUb of \1M Ooftraaea\. !I» pJ'OIIP\ ao4 offooUw raanal of 
bo'U•aoou u t!lo ouren 'ftJ t o prewa\ u u-V.lldlo la­
n euoaU"J olhaUoa troa Aewloplq. 

lT: Jba 12; )/40 
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!'lila h • •-U•at -·--- u t• u lt ..... I 
baft .al:r ,._ tol~ • na to .U.t 

(1) I Udak lt ..U 'M a ,.._. tlas. U Dr ..... 
..,._... .. pnparaa••..-..1 •tM 
M"l-ek aU•••'-• M7o - a _. u a 
"PlG> --1M. 

(I) Ia •uta.rl.IC ut1aa1 or .. -.ua1 'NUl ah •, 
wUil nlpeet .. M7 prHIMU-, ••llelt ntan­
•l!ael4 " ...... to wMtMr tllh 'M"l-* . 
artMa ,._ P,....•U• tuutv, .. Mtft'llll, 
or lllllor MaftlUu. 

() ) !M alM altaaU• .,._141M e-.ao«' statol:r ' r.. ,._ .,.._. ot nn ot ,._ &eal.-lllV at 
ooatrollbis ozpopte. 

I aaw a •••'-' nMa•l:r la 'be praM tn. • .a.rt­
-taearer at ~ ..... u.a• abenapeot alae wero &1ft~ 
IIIIU .. 'llt•tlfte r.U wt~ tM -tr:r IMJMI ........... 
oe reu t aeUnUoa, ..a ..._, ••• tf.loea •.-rt• M I•• wn auu collie • • a -~·••UIIl ..a '• zd• ~. 

lla:r I ropoat .;, ep~ Ulat , .. M"lo-* Pll'l• ._. 
•Jor •laltt-, .. , o.1;r wltll ,.. ..... •• U. Unat p,..a.l • 
or atr .. bn Nil' • .. 

1 
.,., a1ao tbe 11 ral tlo.al u& WI 

Msltll ot tt. Iota aw. ftllt • .,..., ..a en..uw nanal at k,u ....... -. ...,. ....... ~to 1: .... • -tNU•le ta-
nau-.;r etwatt.. ,._ U...lop • IJV'· 

.. 
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lo..,erhMo ,.......be ao.looloa c-41\7 1\at..R'o 

u of ••••r 2, 19110 

STRICTLY CONFIDENTIAL 

4( 

OI'Mre f'1aoerl s.a u.. Ual\M Ita'"·· · ................. • leW• 1 

oin co ot ..., iMN'-'7 of ... .,....,..,, tiiiioloa ot Looarcll ·...t luUoUoo 
Prepare4 JlooeMor ) , l9llo 

lovooa lo\llorlaMo hroUelac O..looloa 

lotoa o...l&Uft .. ,,. Mel• lep..UOr 21, 191!o u4 for ...Uro lMl11Ao 
..rnw .... " .. ., u..• ..... 
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5· Mt.clllat t.elt • ••• ••••••••••••• 

•• e...tc.al ....,.,..,. ... rial • • 0. 0 

,. ll:ploeln t 6 p"'.U...h ...... 

•• ~., ....................... ,, ~C.I .. 1li.,..t.,,,,,,,, .. ,, 

10. 
-· • look ~-1 ........ 

u. Motor • •b.loltt •• •••••••• • •••• • 

11. I roo 6 t \ t el •••• , , • , , ••• , •••• , 

1) . lot•ftrnttt M \alt ,,.,., ,, , •• • 

II, fta\ llt t I olt\bill• ••••••••• • 
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16. ,,,,.1 ... ,,...., •............ 
II. iat.alt ••• 0 ••• • • • • • • • •• • •••••• 

11. Sb!pt • • ••• $ • ••• 0 0 0 •••••••••••• 
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21. Total to..,abcnh pf"'tMtt ••• 
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TREASURY DEPARTMENT 

I NT ER OFFICE COMMUNICATION 

OAT& Deosober 3 , 1940 

Secret t~.ry l.torgenthau 

::r . Alaue 

1 !I re .. orts: 

:.ovelt.bcr 28. A 43-page report on the aoth1 ties or William Rhodes Dune 

or rockefeller Plaza, New York City , internationul oil operator , wllo i s aus­

&c:<d ot beine on American racal agent tor Ooeri"l! and hoe oneuged in ship­

!"" "exic..n oil t o Ge1'1118DY . 

Jece:tcr 2. The Ghe.5e Bank haa on tile approxi.llat ely 3:500 Ruecl.-tranderer 

• r• ~ rlicctiona which are beilll! innstigetcd b)' IBI. 

~comber 2. United St ct ee currency is boins received by registered mai l; 

ot .ovcr.ber 2Z ond Nov"'ber 26 Notional City received from tbe Reichsbank 

1~0. ~00 1L currency • 

• <-.1 IL tell1o;enco reports: 

Sol't""ber 26 - Santiago , Chile. It 18 indicat ed that Gemon tina& ropre­
e•r.lltt; .lcerican r incipals are compelled by tho Gennon govel'lll1lont to send to 

~or:ne.~.y 1n1'ormation u.setul to German eompetitora or the American prinoi pala . 

,;o•cber 9 - Guet.,.,.Ua. There ar• turthor iDdicaUona t hot t he Geman 

• .:. ltill<n Leg<.tione are s eeldng dollar credits; Gemans ill Nicaragua a re 

r.prcse.ted aa bU7ing llltlted StGtes """~ and chockS on t he streets ot !lanagua 
Ld ...,.. believed to be sending t heoa to the Genaon llinister in Guat.....W., and 

morlcun touris t s in Guatemala Oity are bei ng eolicited for supplies of ~ori­

•~• currency by arsons auapeote~ aa acting tor tbe Garman Miniat er. The 
· ~•u .. t \.t.cbe bolinea t his 18 ill order to enablo the Axis to fiJWlce subnrl­

lvo ~ctlvitiea wi\b tlh1t ed States currency ill t he oTent the Oh1ted States 

••t.ra the nr and tbe Al:erican ~Ollar supp}J< ia closed. 

!.ove.mbor 9 - Guatemala. Advertieing n~coived ill Guat.,.ela tro1a 1111lli oa 
R, Scaultz ot tho "Reic)lllarlc !Xollange and Central Food Package Departcent ,• 

11 Broedwcy , indiontea tbio per aon ia appareotl)' engaged in collecting United 

•lute6 funds in return ror Roi obmoarks ~.~~ed in Oerm8Q1. 

• :.ov.,.ber 14 - llaxico OUy, l!Dr1que IAbn, con o t the tiDited State• CU.~ 

~lloctor in Laredo , Tema, and euapeoted or beill& pro- Hesi , baa obtainecl autbor­

Hy to couat,.t a radio broe4oast1JlS ot"tion ill llonte...,- end ia auopeated to 

bo u trent tor tbe Oemen Nasi leader ill llonterq. 

• 
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4.8·A 

TREASURY DEPARTMENT 

INTER OFFlCI!: COMMUNICATION 

.TrUC'l'LY COI.l'IDI!tfl'IAL 

Secret ary Worgenthau 

l.!r . KluWI 

D4Ta December 3, 194D 

fBl reporte that t &l50 , 000 """ w1 tbdrawn tode.y in currency , probably 1n 
' 10,000 billo , troll the German Consula te account , t 3150 , 000 or •hicb was pe.id 
ove= to J . r . l.'o rs"" and COJIIpany to meet interest on two German bond issues 
u.d , ,'00,000 waa talcen to the 0el'l!8ll Consulate Generill at 17 Battery Place. 
:-.1 •. -k•• a record or at least t,(O(), OOO 1n $10,000 billa broUS)lt to the German 
Cou-~.ol.t· t.e General. 

• 
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COPY 

Secrotar7 ot S\ate, 

1665, Deoeal>er }, 9 p.a. 

OIIA.Y 

IIOSOOV 

Da\ed Dec1ab1r 3, 194o 

Reo 1d 11119 a.a. 

'lhe ll1p pr11o ot l!onab.r 26 publhhed a reeol'llUoa ot the 

Sorlet ot Peoplll Coaheare ot \ho Lah1.aa Sorlet Socialh\ 

Rop'llblio 11> acco,daace vith llhloh C'llo\oae 4uUII aad other \&Do 

on aorcbGDdiol i~crtod in\o LatYia troa the SoYit\ Union are 

abo1hhed trc11 lloTIIIber 25. '!he Chief Ou.otc11o i.dailliotration in 

ltoecov hee intoraed the bba107 tod&7 that tbh euopUon doeo no\ 

appl7 to LatTiaa soodo ~rtld (• ) \he Sorlet 11nioa proper n.or 

h &D7 ehdlar 1u~Uon ~~peraUn vi\h reopect to the \ra4e 

blt¥11Jl Litlmaaia and lio\on.ia aad the Sorlet 11nion or bl\veen tbo 

three toraer Baltic prorlneeo \heaeelne. In other vordo the 

lxiotlnc C'llo\oao frontiero con\ln'lll 11> opera\ion vitb tbe •insl• 
•xcop\ion ci\ed. ... ... 

so 

. . . :.,.·. 
"\ :~ 
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) D111 hr 19411. 

!be 1)1reeW, 
..,_,. or tM ....,_, 

ll'aehi¥•• D. C. 

Dear Si n 

!be ... ,., •• ,_ 1942 .... , ..... - \e \lie ..... el ... 
lblp\ for \1M c-\ o.N b&ft ._ ...._..S • U. ..._. iA \U _. 

-' ot t2,,47S,,52. 11aUe I oa o..t.oee4 \ha\ De- uow&iall'-e 
'tlbah- wre SMlaht iA \M ..u.t .. , I -' toe ~ vae a 
.....,...idera\101> of \M to~ l\emt 

c ........ 

5 1 

• , *"'" 
(l) P...-r ft\t.ro ' 1 ; beiGe, ,,_ 

too\ olaoo, t68,500 ~···••••••ta?4,000 

(2) Roopital and Intlnu7, Cout. 
Oual"'l .&oueov, "" London ... .... , $)12.,000 

(3) Speelal Proj-., aids \o 
.. ~,.~loa •••.••••• ••••• ••••••••• I4Q9.9J5 

T~•••••••••••• •••• ••••t99S,9l, 

loUl t.bo &JII'I'IIIriat .. hllds U>4 \1M -\NO\ ~ 
thoul4 bo 1 ilia\oq aftU ...... 

Ia Ol'dor t.bat ..,.._ 8Wrioo.., bo ......... t ... Ulo t-
6s .. roo~ -1., t.~~tv w1ll t-l .... \De t•- ot a h• ~-• ., •llr 
" rvinc t.be J1VP0M el t-el \1M LJIIU h·lo ................. ·-ulal 
l'l'oJHto, feeoolaJO ......,_, UINe -la .ul lie"""' ,o&IJID?I 
voouels, namq, y 4, ... , 1ee a ' o _.~~~~after onft. tMr .ul 
bo rooph• , u· ... __. ... r tau.~•••.,•-

.,.._. ot ................ - ' - ta ... --- el ·-ala .ul 
r.aul\, !lilt' 1&11 .,. ............... ** ...... ~ .... .-u• 
their ...t'4 w.. ft1o1r lm a 'wiiC ~ - ue ' lr ...... 
1Jl tbtl IMJ.lMr ¢ le ....UC S $ tJta1 ,_. U., \M lllrUl A''='• 
Cout ....,.~ta...tac••-1 ..,_ ... ...,alotllle $'II U. 
m tor .-.. ..u _. .... IF .....,_ wlUI \M ,. 1 lim el Ulle 
COUIIUJ tw -· a- Uo 1110 I a ot ~ .,._ Ull-' 6als_t_ ,_ 
Clloollwe of 0 w Mil -s.Um .U. ot ._ l..tl ... ..._ ..._. 
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1\lMUe ••1 1$ - t. ,.=t'•I'Ma Md ft,...q ............... t. 
pi'O'fide, 111\b U.. aMl\s-1 - f/6 tMN 'ftiiW u 'IIIU "-'- 1\ 

r:., 
v.,. 

wUl perai\ ro uate '.,a-\ CIIMN eraft .. u k $l'ft- .,._ 
uet 1a tlw ...S.U IIMrM$11 ., ...,.., ' k -.1aM1a a1dl k aa.s.aau.. 
fbi ~~~r-ot UM lll4lft t.lPIICr 11u •.,... *rl•e \lie -t-, ........ 
ot .,...el «<''J \ t. -.laMia .U. to ~\S... 'I'M rnofte ~ 
....., t hat tbol t;; ;pdaU.. _.. • Oese - t• \Ide pa; 11 - t• 
below \11M& ......,. tor \lie I tr-e ia -..... _. ...._ .u. \o -.s.aaua 
..-1\iJII ,.,_ \1M ...U, I I •• h e6 l'i-, .......,. - U\11_. ..._ 
~· 

The ....t t or t ho hoeplt.al aacl 1.at1rn17 a\ t bo A..-ov .. 
probablT 1'111\ 11-'otore ~ rr-eeto4. TIM I.Donue 111 tho 1111111w at 
o.4ete aDCI tbo .flnoth.r 1Mnue \hat wUl be .-dl nat 7MJ' hu alneotir 
cl .. r l.Y cl_,uirlt .. t.o t be JluN&u ot the~ and to the~ tbol 
ooecl tor alldi tiocal bu'l'ao'llll, &dolitional ll'llftr7 t aoilitiae alld ad4i"-J. *' eto.ce t aoiliti .. , 'l'ha Met t wo ad41U ollal olue,._ u «j-.l w 
thl noecl tor t he aMt\1111&1 t aowu .. ~ pt'O'I1decl, '1'111 hoaplt.al a1111 
Wi.rllar1 wUl prorlcloo t.hie nM4 bT permlttinc t ho eJ*o now 11Md f• boe­
pi tal and 1n1'i:NuT to be t...,.. 1nte elu- and prortding adcliu-1 
cl.uoro<~a~ 1D the ~ ot tbe pJ"OpOeecl .,.. Nx! l dlne , It u .., ....ua1 
put ot IJw .xpaoaicc ot the , ..._.. clu t o the iJiuoN.Md 1111111w ot ....u. 
tbl oliodnoticc ot t.hio it• lv the a.r..t ot t he Jb1sw' u o .u.w It 
llrloue 001>011'11 toDcl I --' too~ w p t hat it be ,...""" ... 

'fill .. u.n .. t• a1U to nartpUa wre reel 11 ~ t.... t4,014,01' 
to n,soo,ooo, &l'ldllii\SM ot - .,. peroent. Tbol ~el ~ 41 .... 
., leoo t haD the _ , noe4ecl to pro"fi4e t he oicle to naYiaoU an v.-U, 
Nquoohcl bT the l a'f7 O.p&l't_,.t 011 oceount. of aational detenoe baoeo Ia 
Al.uk& &ncl 111 tbe Puitlo lolan4o . I M a\t.aobi.nl ~ a • CIIT ot a lftUr 
troa the S•retarT ot t he 11&"7 e\roeeiag the rlt&l D&ticcol 4ot-• 11gill1o­
ot t hio procr-. TIM la'f7 ~ b s pendiar appro:xiaat eJ¥ C2l,5001000 
1A ilaolta tor naTal 'be.He toDcl 4$ xtwt.)T 140,.500, 000 111 \be Paatt1e 
lol.aodo, 'file Afttr 1a &1M IJ 41ne ... w!JU- tGr air -- 111 ele=b 
~ onl,y will tbeM bull Nquire aiclo to na?tpt.ioa .-luo1'ft)T tor \lie 
barbc>ro &ncl approach .. ~ 'llll- \1M '-- are ~_. .. , 'IIIG \bol Ja­
oreaoecl Aleebn t rotti o - u.. 1&"7 &1111 c· 1a1 - roqu1ro th"' ~ •to.....,., w!dob haft herut41ore belli J>OCII'lT ..r~tec~, be 11&<11 reuo~ 
oeto t o DaYigat iCCI, HunciJ';da ot aUllODII of 4ollaro worth of oldppl.ft& 
will aso t h•• ••~•· '!1M ~ at 0111 naTal 'fNool alAM would pq 
MilT t iMe Clftr tw tile ..t ot .u:f.J1c u.- •wrw.Y• life to ,.Yiell"•· 
I aa aald.n& t lul\ t687 ,,ooo, ot *ieb 14~,000 1e ooatron &llthorloatta, • 
Nltorocl 111 c-t. o.rc J.\t-.. to \ab - et .U. to na'fi&a\Sa Ia 
ll&eka, and th1o dole DO\ ~- aU tbol aida \e na.,...U. ......-n- llr 
tha S.Ol'ftal7 o6 tbol la"7• Ia IIIMltloa \1Mn\o1 I aa uldne iW ~12,,, 
be reetorocl t or oth., it- 'Obiab 1 -s..,.. et eq.al 1;p •l1•-· tll\b tlla 
11111tecl State. op;ndin& b!111- It ..u..ro 111 tloatille ;qw'J 4 fw Ule 
.lrwr, l&'f7 and llllrohul\ ...a., wltA tbol eMJ t IlL II,...... fliC a!lll-
ot 4ollan ot war ater1alo t.... _. llaftaft rlt.al t o tlla ..,_. ot -
Colmtrr, i t .,.,.... tal.M .. .. ia \be ..t - w .. ~ ....... 
tho IA!Mt.. tor ~ aat• aan.au. \o ,.,_ .,...w. !be _, 
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COPt 
54. 

..... 29 19110 

The a\t.ellt.iGft ot the 1&'7 Oepa"-M lla• beeo I.D..a..t \o 
~he bucS&-\U7 proru1.,.. 1A tho l9U boa4p\ ot U.. 'h'eaftrT 
Oepa'"'*at. and tho propo...S 1942 Supplo•llt.U7 boadaet oll1ob ..­
pr<JY1.11Gft t or Special Pro.)ec\o tor Al<M to laYic&UOII 1A the Uuka• 
Area. 1A part1olllar ProJeo\ 20 (~\ Jl&f/M ~)d to ~31< 1Aolu1ft) 
uount i n& to , l ,lo0e,65(). and ot laj)ort.M 1a ~ • t "-1 
lotouo 1A tbe AlaoltloA .u.a. 

It 1o doo1rocl to OII!PbUlso the l.aporuaeo ot \ho earq 
u~abll.-.- ol the .Udo to laYilaUoa coot.&J.aod 1A Pro.)eo\ 20 
... t ornd to·-· The I.Dtoreo\ <4 U.. laYJ ~t 1a t.h1l 
a\t.or or I.Dc...ued .lido w larl&atia 1A the AlultloA Area 11 tCNDclo4 
on t ho lllrt.ho,.._ <4 •UOII&l. detoDH 1a tb11 -· 

Tho proJect OOiltaill.cl iA tho ........ ot bprttooon\&Ufto 
Ooo..-nt llo. 260, 76t.b Con&reou, lot Sua:Ua pro't'14inl t <r lorpro_ .. 
to the oh&.DDOl at. lh'aapll 1arr.- 1.1 J..Ur.ewlso ot 1aportaaoo to U.e 
1ot.oreet ol t ho laYJ De~ 1a IJM~ <Mt-. 

It 1.1 bopocl l.lal. U10 Troa...r7 Depert.Mot will turtber' the 
atter of obta1A1oc tiM t..So " qul..Nd 1A o-cU.ou wiU. J..oopro'f1Aa 
llniptl.ca taoWtiae 1a tiM .U..IIaa .u.&. 

loope~, 

(Sl.pd) l'rallk ba 

Tbt .... roablo 
The Socrota17 ol U.. ,.,._.V7 

Cop7 too C·•'Mant 0. s. Coao\ a.....d 

636 ,, 
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R. M.Jr; 

B.M.Jr: 

5: 

B.M.Jr: 

8: 

B.M.Jr: 

8: 

B.M.Jrr 

8: 

B.M.Jr: 

8: 

II.M.Jr: 

8: . 

B.M.Jrl 

5: 

R.II.Jr: 

8: 

l.ll.hr 

Bello. 

lleOMMr ), 1~ 
12:0) p. a . 

Bello, BenJT. I '• pine to &pPMJ' •• ••• 

Bello. 

Bello. 

B•DJT Ulltinc. 
r ... 
D1d JOU oall at? 

55 

I'a ooa1nc IU'OWid to J O\Il' at~Unc thle afternoon 
With & \a11 ••••• 

W1 th a tall - bow 40 70U l plll taU? 

..... 1D a441Uon to the bNd and bo4J. (Laupe). 

Bow 40 JOU lplll taU. 

I epell it ln the wra ot two b..a belnc•· 
one ot th• b)' tbe - of Mo0lo7 an4 the other 
b7 tbe naae ot Palaer. Palaer 7ou'•• aet and 
Mo0107 I wall' JOU \0 ... ,, 

Ob, tall it t -a-1-1. 

I11 , tba,1 1 ' - a- 1- 1, not a t-a-1-1. I li&YI 

Uloa' ' o the Depar\aen' ot Oo.aeroe. 

I '"· All ript. 

••11, bow ... 7oat 

Ob, I tHl •ob beUar at"r .. , 0oiiiJ'••• 414 
for ae Jllhl'dal. 

••u. I beaM a taU ••-' or u rroa 111111 
Ud.l 801'111111· 

Ob, I'Mllf. 

•· I 
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Ill 

a.M.Jr: 

8: 

B:II.Jr: 

8: 

R.II .JJ' I 

8: 

R. II.JJ'; 

• 

5G 

- I-

' t .. , bat I'a baY1 .. a baOJ claJ. I 1a 1••1111 
tor a ... uas 1a ••• a1•u• 11p at ., lilftH 
betweoa Rulli IAoa an4 .,oolf an4 ltott1D1ao, 
laacl .. ll ancl oleoa, wUil tile 1a. of ti'J111S w 
pt tllH ~ .. .a wUil tllo ouuauoa 1a tile 
worlcl wtUob Ball 41oolooe4 to •• Wo aoi'Dlas, 
to ,.,. ancl ••• a 11Ulo noaa 1ato tllo 1acli&UI'J. 

I •••· Woaclortul. 

Well, oo tllet tlloro •f be ao noaa loft 1JI .. 
IIUD I 1n cloiiD, anol I a br1fti1DC tllooo trooll 
1011111 an 1a to take tile ball an4 CIOJ'I'1 1 t 
aloas. Io t~aat au l'iP'·' 
Plao. 

I'll bo tllero bat I aoaa tlleJ ' ro tile pooplo tbat 
ban to CIOJ'I'1 tllo ball atui'IIU'cl. 

Goocl. 

• 

• 
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57 
TREASURY DEPARTMENT 

INTER OF"FICE COMMUN ICATION 

DAn Deeel:lber 3, 1940. 

Secretary l'orrenthau 

.,. • Jac<lb V1Mr 

<his is the gentleQan I spoke to you about today. 

' ' 
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60 
TREASURY DEPARTMENT 

~ INT'Dt o.....:. COMMUNICATION 

~\\ V DATa D.ooeer 3, 19ilo 

seorot&r7 Mo~~Dtbd 

:i TRif:Tl Y r.ONFIOF.NTIA L 

'l'be J't4.eral b01rn l!uk of Jew York: roporte4 tb.o folloviDC tranoootloa la 

1J>a acoow>t ot tho Sftrlpa lllll:a'b&Dll:, Stocld>ola, .. 1ata.bo4 vl.tb tho Pt4.eral ltoaorn 

$150,000 Cro41to Ite.Uuo, Jew Ton:, 
'b7 ordor of Cro41to Ita.lluo, 
:ao.. 
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TREASURY DEPARTMENT 

INTER OF'FICE COMMUNICATION 

.-~ .. 

GO-A 
iSS 

DATil Dec .. ber J, 19110 

s~tu1 llorcentb&o. 

llr, Cocbr"" S T R I C T L Y C 0 N F I D c iH I A L 

Tho l'edaral Ruo"• Bank or low York r oporh4 t ho rollowiJIC t,.....aacUon in 

lho account or tho O.l'IIIUl Conwl O.neral , li,Y., •1nta1no4 with tbo Cbaae llational 

.Uoount Debito<!. Paid~ • 

$650,000 Caob wltbdreal 
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TREASURY DEPARTMENT 
61 

INTER OFFICE COI\4MU NICATION 

DAT& December 3, 1940 

TO 

' RON 

Seort tl'ry !:orgent hau 

:Jr . Jnoob Viner 

!~· . \/Hey ' s dr af t of memorandum tor the SecretaJ>y 
or St ~te on general e xch/\nge control . 

I aubL1i t ! or !~r . \'Iiley 'a Pnd your coneiderPUon 8 or•!t or • revision of !~ . Yiley •e momornndum. It follows 
1n : ee o•ln t he l ine of t hought of ~:r. Wiley ' e oemorandum 
•nd t? 1\0me extent its lPnguP~e . lly mod 1f10P.t1ons PJ>e ln 
t P =•ln merely to reduce the len~th. 

v 
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Revised drnf t BUBFP~ted b y J. Viner 

r co= nlCPted t o t he Fr e eident 1o e>y mel!lOrMdum of e·ovember 7, 

1 ~, , oy conviction th~t t he introo.uction of 1\ r ugime or generl'l for ­
••rn runes control WPs urgently deeirPble . I n t he light of recent 
~eve loomen,; s I t hink that we ehoul d o r'oceed to tt decl eion without fur­
'h•r cel~y . I " m >:e l l n>tare t h tt t this decision is one of major ool1cy. 
,.,e ~re • eu:-y, ho>·ev~r. h <te not failed to >•eigh its alleged d l'ngPrs 
., •i.1s t the odv••ntl'l&e • t o be derivecl . 

:review, h~r~\ith , t he mor e l moort• nt conei~etPtions ~hlch ~nter 
tnto t t.ls ~tter : 

1 . Ge nerPl control of fore1~n exchange fund e l e eeeentinl tor 
p~,PC t \Ve oollcinB P OC. p r e ve nt ion Of the UBB Of fore i gn fund s fOr 
rullv• r~lve ourpo&~tl . 

C1rcurnetrnt1 ttl e vidence t hnt fot•eign f und i! Pre currPntly being 
'' •rd ror th i s ourpo~e c ooes t o ue froe> v~.rioue sources, but it will 
n?~ o• oee l blP t o secertPln t he extent of su~~ uPe or to t ~ke eff ec­
t!>• ::;er rure f. for :>l'evention unle~s t he f r c1lit1es for ~<scert~lnifi!r 

n. con;rol l inG t he QOve~ente into r nd ou t or Axls- controll ed b"nk 
•ec ·unts •.·!' . .lch ,. for e i gn exchMge c ontrol CPII nlone nrov1de Pre mPde 
"~V " ll r'b. E' . 

" . There i • •·ie eaorer d demond for control ot' u ee of forei11n f unds 
~or . , ov• r s .lve our noses . If t he E:tecutive d oes not itself rei'Oond 
.o t' l~ denrnd, th · r~ " ill inevit ~>bly r e Fult eff orts by t he Lef itlRtive 

• nc~ . e~ ~h· r t hrough Coneression~l CoClQitteee, or by lP&1elPt1on, 
.o er t •b:ith such control . ~his i s p rooerly Pn execut ive f unction end 
e•n 'oe ef ect lv~ly Pnd Sllfely Cl\rt•ted out only by t he Executive 1'114 

~-\hre t O CO SO On OUr OPrt lB l ikely tO r esult in &eriOUS emb~rTP88-
•"nt l rt t- r . 

; 

3. In t he lifht of t he pre~ent str te of int• rnpt1onel rellltions, 
1t :t·;' Cl"O\'e exoedient 11110. even .;ent t hr t , in order t o protect the 
et • t us o~ ADPric~>n ~oldern of cl~tms egatnst Axie or Axl e- controlled 
ovt r nn• nts Pnd coroora t l ons ~d ot Americ~~ otmers of t~gible orooerty 

ln ~16-controlled territory, the ft t eets or Axle-controlled government s, 
rh·ate cor pora tions and inti lvtdUI'l& in this country be froun >olth n 
vle~ to possible appiication ot otfeete or u ~ e or the t~~ePt or euch 
Ctlon ln any event ual negotiations with the Axle po~ers. 

~ . A general exchange control >till make poen.lble e. more Poourl\te 
on~ comprehens ive inventory of Britieh-o~med asee t e in this country, 
1nror mat1on essenti al to us in connection with nny negotiation th11 t 
c:•y be cer:r.led on tor f inMoial a 1d to Br1 tatn • 

• 
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~nt lonG-continued and discriminPtory Application of exchPnge­
eJntrol 11nd forei gn-owned Asset-control 1n p;enerp~ by t he Axle powers , 
~·or1ves t " em of ~ny ground for soeo1f1o OOIIIJ)lPint 1f ~re should follo>~ 
•·dr ex~mole . The extension of our pre eent c ontrol to ell countries 
e~ul<. b~ ~xolninsd in t e rms of 1noffenR1ve commercial Md monetary 
conr1orettone . Through the diScreet uoe of the license sys tem, 
ln. ~r•r•nce 11th l egitimate commeroinl Pnd 1'1nPnc1nl ooerptionR could 
oe ::~1n1mhed e nd Pny di ecr1minat1on ne be tween countries f ound ex-
·r 1•nt could 'be ~polled 111thout beine; mP<~e overt . At least pe long 
r :~e control di d not r !'sult in colm)l ete nnd un11u~lif ied freezing 

of "llY country 's t'esets, t h!\ t count r y tloul d hAve reneon to hesitnte 
•fol'e' ret~l1rt1ng in MY way. 

:-··· :'r~-eury hAs t.iven c !'r efll l thout ht to t he Pdmln1strPtive 
. r•r1oil ity of P regime of generP~ forei gn exchAnge control . I wish to 
•: te t t t~t :rensury is tully orl'ollred to out into oper~tion, on 
.. ort no •lee, ,. comnlete r eE;ioe of' erfectl ve control , eo C.ecentrP~iud 

., : o >n•• te "ithout i lllpedlcent t o the nol'llUll Pnd l eg1 t1ttate trruts­
·c.~ona 01· ~orneetlc lnC.ustry ~nd t'oreic:n COIMlerce . ':'he ?rooosed re("lllle 
· ~·.:, , in lts ooere.tions , be ecult~tble to Pl l l~g1t11113te intereatr, 
.ot r. oo:.ttP t1c Pnd f oreign. It ,.-oul <i be enti rely ell'stic. ~:1th certain 
l•r • "~'""~ ot t he ~·o rld a system of b l Pnket l icensee , subJect only to 
"•'£~n·blP reoort1ng reoui rements , could be emQloyed. 

:'1e Niontlon of genPr~l f oreign funds c ontrol \IOUld involve n 
c.r cl ~\on or r r P.vity; bu t ,. d ecision not t o introduce such " r eF;i me 
·~nr•!'& to m~ to be even more grave. A negrt ive decision t:ould o er­
rn1t t :.e Axis oo~re rs t o c ont inue ft•eely to emoloy American dollars f or 
~ul~otes ot economic wprfRre , politicAl mPnloUl l'tione Pnd subversive 
·c:1,•1tles. 
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(/ TREASURY DEPARTMENT 

~ h I 

INTER 01'1'1CE COMMUNICATION 

I 

~· Secretary Morcent heD 

DATK Decuber 3, 194<> 

Mr, CochriC 

!he Federal Rtlene llaok of !lev York reported tho follorlnt; tronaact1on1 1n 
Italian account• aeint&ined with the Chaoe l!ationol llaok1 Nov Yorlc, and the llat1onol 
CU.7 JtU, Nev !ork. 

$15(), 000 

86 ,000 

200,000 

35,000 

J.:oou.nt Debited 

$ 36,000 

100,000 

a,., .. l!aUo~...!!!! 

.A.ccou.nt Debit-"- P&id 'fo 

CrecUto Italiano, lew <2>eC::.: to order of J'ecleru 
Torlt a.~trn !!eDit of liew Yorlc 

llanee Cocaerciale 
I talian&, !lew Yorlc 

llence Cemaerei..te 
Italian&, !lev Yor k 

llanco d 1 ltolia, Rolle 

llationol Cttr I!&Dlt 

.A.ccoW>t Deblt-"-

l!anca c~-•rcio.le 
Itali an&, llew York 

llp~ c!.i l!epol1 !Tuot 
Co., ll. Y. 

Chock to order of Chaoe 
laUonol lleDk for a<:coUAt 
of Stoclthol.me !neltilda 
llank, Sto eltholla 

Check to order of llanu­
t&cturer• Truat Co., ll,T. 

Ollarantr ~ ....... , eo •• 1!, y •• 
for a<:oov.nt of l!anco 
d 1ltolh., 11oM 

Paid Tc 

Qleck to order of laUonol 
City llanlt, !lew Torlt 

Check t o order of Credi \ 
Suiue, !1, Y., deyooihd Y1 th 
l!oUonol City llenlt, 1!, T. , 

• 

for account of Credi t Suiooe, 
N.Y. -

' 
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TREASURY DEPARTMENT 

~ INTER OI"PPCII CO .. MUNICATION 

,If 'U J I DA,.. lleo•Nr J, 19110 

s~ro\1!'1 Morce~thea 
Mr, Ooolu'ea CONFIDENTIAL 

lofhtlrt4 otorl1~ tranuouo~o of tho ri'J)orU~ 'buko wero " followe1 

Sold to caaercial COIIOiftO I. ~.000 
1'11J'cUot4 trca oo ... rcial ooueno 1.109 ,ooo 

Ia tho 0p«11 -.rkot, oterl~ vu firot q'QO\ ... at ~.0)-l/2. U ..,.,14 to 
k,OJ-J/11 about ~ooa\iu u4 cloot4 at that 1 ... 11. !ruoaoUou of tho ri'J)Ortl.~ 
buka voro ao followel 

Sold to oo•ercial ooDCono -o-
1'11J'cUet4 trca oo-rciol coDCono 1.1,000 

Othor thu a olicl>t illpronact 1a the .&rco~U•• troo p~oo rate, u4 -o 
vl4oo!Df of tho Ooudiu dollar 41oc0QIIt, \hero wore ~o ooni'J)iOIIDlU ~· in 

other ovro~oioo, Oloo~ ratio wera1 · 

o-adiu dollar 
lhrtoo franc 
lwe4ioh la'oll& 
&oioh.-rl< 
I.lra 
.&rcaUno peoo (frll) 
llruUiu .Uroio (frll) 
lluiou p~oo 
Oohu p110 

'!bo ,...... rate rooo1n4 trca ••nil'&' thio 110rn1Ac waa 'r29/}211o the pin ef 
J/J2f OYer 711hnq1 o rate 110 doallt retlootiac tuther auouc-•to trca lfuiU~ 
rocar41DC tinuoial .... 11- to Ob1aa. lfe 'CDlorotanl. that there 1o ~little 
II'I41Dc Ia,...... ia tho lw Torlt ..ntet, olth~ a tw 'bake tru~Mt a fair_, 
ot lla.oiaeoo ••lliac ,...... dratto to Ohl.a111 11~ ....... 

'fboro WIJ'I DO COld tranoaotlODI COOll-\ed \7 U lMqe 

lo .. ., colt •cace=•h were ri'J)Orte4e 

!bo low Tolk 'buka rlllind 110 colt or .U•er prio" trca loallq Wq. 

la LoMoa, tha priaa tbal for epot aUnr- ......... at D-13/164. 11M 
.to·-.~. q'QOteU•, uwu••· - 1/164 .. .__., at De7/& 11M dollar ....s•••• 

.... ~ -' IlL~ ... .,..uft17. 
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HAnd¥ 8114 Hal"IUll' • oottloaent price for foreiCII oilTtr wao unch&ll4led at ~3/4/. 

\lot Troaour:r'• purchaoo price for fore1CII oUnr wao aloo uncl>&ll4lod at >5t· 
w1 made oix purchaooo of oUnr totaling 6oo,ooo ounco o under the SilYor Purchaoo 

J.ct, Of th h amount. 200.000 ounceo roprooonted a oalo froa innntoJ'l', ad tho re-
.. lolos 4oQ ,OOO ouncoo conoiotod ot now p roduction troa fort1CII count rieo, tor f orward 

~elh&f1• 

!he report troa tho J'ederal lleooM'o li&Dlo: of Jrow York liot111t; dopooito ! or th 
accOUDt of .t.da at reported b;r t ho liow York -cioo o! .Japanooo baoko OA llonabor 27 , 
ohovod that ouch deposito t otaled tuo,soo .ooo, a doorouo o! $7,96).000 t1110o 
Jo••bor 20. Incl uded in thio t otal wore $)7 .973,000 in dopooito vHh tho Yokotl""" 
Spoclt Bank , !low York, made b;r ito br&Achoo in China, a s ail> of $228.000 onr tho 
t!suro of No• omb• r 20, and $99 ,920.000 in dopooito with tho YokohAmA agonc:r aado b;r 
J•paooot b&Dko in Japan and Manchuria. ott $8,897,000. In o441t1on to their dopooito 
vith !lev York agoncioo, Jo.ptlllll baoko held. on llonabor 27• about $31.)61.000 in 
u.s. Treoour:r billa and ohort-hra oouorcial paper oxproued in dollaro at tho 
TokohMI aae••7 · up $1.2)1.000 fro• llo•eeber 20. !ho Yoltol>Noa At;OIIC7 reported that 
! to loNio t o Jananooe baokt in .lola amounted to $111,957 .000 on llonaber 27 , o.n i n-
cre .. e of $9 ,174 ,000, while i t o other dollar claiao on .lola, c onoi otlng aainl;r o! 
Jooono u loport billo, t otaled $13,646 ,000, a drop o! $14 ,953•000 o111co lfo••bor 20. 
Jo1>aoeoo b&Dko in J.oia &1)parontl;r paid ott ~~&turing 111J!ort bUlo bald 111 tho Yoltoh&u 
at;eoc:r'• por tfolio b7 drawing upon t heir dopooih &Ad ucuring add1Uonal l oano !roa 

Tokoha.a ot;onCTo 

Tho report o! NoYombor 27 rocoiYod from tho J'lderal RooorYt Bank ot Bow York, 
givlos foreiCD exchange pot1t1ono ot baoko and baokoro 1D ito dhtrtct, rOYoaled 
thAt tho t otal poe1t1on of all countrioo wao ohort the oqu!Yalont of $9,743,000 , a 
dec reaot of $497.000 in t ho ohort pooition. llot chango o wort ao !ollowol 

Short Poo1t1on Short Pool uon Chango In 
llonabor 20 llonabor gz Sho.rt PooHion• 

IAcland•• $ )70 .000 ' 111.000 (Loacl - $481 ,000 
])uoop. >·146 .000 3·870.000 • 124,000 
C••od& 46 .000 8S .ooo (Loac) - 134,000 
Lat!o .berlca 293·000 ~·000 • 24.000 
Japao 4 ,427 .ooo 4, .ooo • 33·000 
Otbtr .loll< 1.)41,000 1.376,000 • 35·000 
All othor o 17.000 Sl,OOO (Loac) - 98.000 

!'otol $10 .24o.ooo $9.743.000 - $497·000 

' Dtcroaoe in ohort poo1Uoa, or 1nore,.oe ln loac poo!Uon , 11141cahd b7 ainu (- ). 
locreou 1a ohort poo1Uoa , or deoroaoe in lone poo1Uon, indicated b;r plue (o ) , 

' C<Iab!Dod pool Uon 111 roK~otored and op• •rbt tt.,-H ac. 

~,q;··,-

CONFI J ENTIAL 
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COUNCIL OF NATIONAL DEFENSE 
COORDINATOR OF COMMERCIAL AHD CULtuRAL Rn.AllaiS 

BE1WEIN TilE AMERICAN RUUBLICS 

Ro•eaber 28, 1940 

My dear llr. Secretary• 

I aa pleased to aoDd 1"" berewi th a •110-

ralldulo, conring the eaaenUal. pointe of tbe die­

cwsaiClllS which we han had with llr. D1Arc7 Cooper, 

r ( repreaont:l:ng tbe British Beard ot Trade, aDd his 

aaaoci.ates, relative to British, U. s., and Latin 

American probleu. 

I hope that you enJoyed your brief holiday 

aDd look !'orward to aeel.ng 7ou ooon. 

Sincere~, 

'!'be Honorable 
The Seoretary ot tbe TreeiiUJ')', 
lluhington, D. c. . ' ' . " 

[il>' • f. 

I 
· ~ .'i · 'IJ 1 

.,.,, -; •"" f I• 
..,.,.. J'O- .. 

Regraded Uclassified



ro• Soorotary ~orgonthau 

!'rCOI• llollon A. Rookotollor 

R•• D1aauea1one with Mr. D'Jroy Cooper &nd &IIOG1at11, 

relathe to Bri tioh-Uni ted Stateo-Latin .Amorioan trade 

n o Boo Wound of the D1oou .. 1 one 

~. Cooper r;an uo o. copy of tho letter of inotruotion !"rca tho 
Prelident of tho Board ot Trade, requoot1nr; h1:a to prooood to the 

Uni t ad St&tea to follow the • uggeationa made by the Proaident and 
Sooreto.ry Mor~entho.u to Sir Frederiok Phillips that Britain "foroe 
out" up<rta to the · Unitod Stt.tos and that excessive ooorpetition 

73 

for Latin Altorio&n morkota bo &voided. Tho tollowin& pertinent pointe 

ot )tr. Cooper'• letter ot 1natruct1on eerTed a.e a baotuound tor the 
diaouadoaat 

(a) Tho letter instruote ~r . Cooper to inform the United Statea 
of Britain'• oapaoity to export. Althou&h oapaoity to upand output of 

e:q>orto generally 1a do~ted, 1 t o:xpreuee the belief th&t larger 
quant itioa of 110olen and ootton textiloo oould bo -d• .... ailable. It 

points out , hownor, that ouob goode would be h&ndioapped b;, fallinr; 
14 a hisl>or nluo bro.okot for United Stat .. dutioa, duo to a Sl" r iao 
1o coata. Tho pouibility of larr;or aaloo to tho United Statea of •­
teriala for tho now Co.ribbeo.n baaos and for Arrlrf equipoont 1o mentioned. 

(b) It inotruoto l!r. Cooper to diooueo fully the problema in­
TObed in &'f'oid.in.g e,;eealiTe co:npetition tor Lt.tin American merketJ. 
Rooor;nic nr; tbo oonneotion w1 tb Latin America's surplua proble~~, it 
tuggesto faollitatinr; tria.n:;ular rolation.abips ....,..,. United Xinr;d..,, 
UDited Stet .. , and Latin .t.morica. 

(c) It roquosta Mr. Cooper to diaouoa the poaaibility of a 
euppler:ente.ry tra.de a&r•ement, and to explore possible aotlon rela.­
ti1'e to inorea.se in duties when the Br1t1eh purchase tu oame into 
effect cn Ootobor 21. 

(4) It untioM tho nood to noid difticultioa duo to anti­
du:pios regulations and the rooont United States a~lidy on cotton 
r;ooda o:xporta. 

(e) It direota »r. Cooper to follow thorou&hly all mattera por­

tain1ns to expanaion ot Britiab trade. 

X.Otill,!IOI 

.U dirootod by the 8ooret&ry of the Trouury , diaouaaiona ha.,. 
been held witb ICr. D'J.roy Cooper, hie aaeooiatee, and ..,.bera ot 
the Brit1ab &obaaay. lloetinga -r• hold on IIOYftlber 8, 12, 19, 1940, 

aitb roproaantet1n a ot the Oftioe of tho Coordinator, Treaoury 
Dapart.ont , State Dopart&ont, end Bxport-x.port Bank proaont. 
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Firot meetinG on November 6, 1940 

Tho Britiah delegation outlined their probl~a in LAt in 
~erican ~Arket o, indioating that they anticipated favorable 
t rade bo.lanoee with eo-me countries a.nd &dYtrae bt.lanoee with 
othtrl o 

Their viowo wore moot nearly cryot&llited on these pointer 

(a) That we a!:J'eO in pr inciple not t o c011peto on c-oditioa 
11hlch they could ohip, ainco Bri ti oh o xport capaoity 1o ourrentl7 
l1a1ted to c ert ain lines. Britiah pw-c .. ooo in tho Uni ted Statoa • • 
lncluc!lns aulcultural r;ooda, ware cited in aupport or tho trif.Dl:U-
lar trade prioclple. 

(b) That dollar loans ahould not be r .. trlotod to uoo for pur­
ohue of United States goode. 

(o) That wo aot with BritAin In our purchaooa or Latin American 
soodt . They expreeaed oonoern over aurpluaea that were acc1JIDUlat1ns 
1n Latin Amer1oa ani. suggested a j oint aurYey to detendne the moet 
eftoot1Te meaeurea to handle the situation. 

Tho pooolbility of a lending operation botwoon tho United State s 
and Ar&ontlna baaed on British a oouritloo delivered to Argentina in 
put payJDtnt of b&lanoea was diaoueaed. In the oour1e of oonverea• 
t1ono touching on T&riOUI phatOI of Brltioh-Lat in American and 
Brltioh- 'Unitod Stat .. trade, tho BrltHh delegation reiterated th 
need tor Unit • d State a a seiatanoe. 

Wo Indicated a o:y=pathotio and ooopora tlvo attitude in our 
opproaoh t o tho probl...,. llhen the Jt&ttor of tho ad ... rao effect 
of t ho Britioh a ttitude on oaopot itlon b otwoon ~orlean and Brltloh 
lftterooto in Latin Aaorioa - • brought up, tho Br1tioh au eod that 
• OCIIltlnuanoo of ouch a line -uld bo """ortunato . 

Tha Brl tlah a gr .. d to e en4 ua ,.....,rand& p v!Dg the ouential 
raoto or thair trade and balamo or pa,.,..nto oituatlon with eaoh 
Latin American country. 

Second notil!!l on Nov•bor 12, 1940 

Tho dlaouooiona follow4 linoo alolllar to t hooo or tha provlouo 
llllting. 

Tho Br1tiob reiterated their dooiro that "'""" of tho proooe4o 
or dollar loano to Latin .a..rioa bo avaU..blo for puroha••• outside 
tho Un1 ted lltatoo. w. indioattcl our opproolatlon or their inttrooh 
ln tho -tor and our praotio&l probl•• rolatlvo to it • 

• 
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'l'he poesl bll tty of precludve !'urohaaee ot a trater;io COI!:rodi­
tl es, jointly o~ otherwi6•~ was dieouaeed. Tho matter or L&ttn 
" .. rt oan an_r plusea •.oras • : ain di'cuaaed. 

We "ere informed that sterlln~ lnveltrnenta tn Arcef\tina ( nooina.l 
v6lueo) tohlod 1>394 m1llion, or which M 6 million •tea·o National 
1lov~rnment obll t lltiona. The liet included pr ov1noials , municipals , 
•JtHiUca , industr i&.ls and r ails .: rails wero tho lar gest i tem, 
totalln· &266 million. ~o concreto pr opoa&lt wer e advanoed . The 
"~rltish lacked d&ta as to tho volume oi' I OOIU"itlo a that had been 
trW\tforrttd to tho Argent ine . 

,·no 3r 1tiah dele&ation hM.d no infontation as to whether the 
urh¥1 0 1 tho Ar ; e:1tine Pr ebisch mitsion • ·ould ole.rlty tho possi­
~lllt) or .tt Ar( ontino- Unitod State a fln&noi~l operation based on 
rt~•tr'l&t.ed ~riUsh securities. 

the Prltish pr esented ~e~orand& •lYln~ the eaee~tiel facts or 
t el r tra~o and balance or pa~ente eltuotlon with individual Latin 
f.'"" .,rlc o:t countries. 

Thi rd l•otln:: on November 19, 1940 

Olaousslons a ~ain follqned the linoa 0 1 the ear lier ~eetin~a . 

~ 0 r\U' thar r aotual mater i al \'.'AS pr osontod by the Br i t ish . 
a ardin~ tho inadequacy of the b~lanoe of payrnenta ~ater ial that 

hld bijon furnished, they explained that t~ote data had been intended 
... -ffrtl~· to in.iioete t he nature or thfl !lrObl~ Cil"l.d the partict~l.!l.r coun­
•r iea wt-or o ater linr: doficiencias or S\1r p luaea wore O..."ltieip&.ted. 

1it were infonte-d that t ho iiillln":don L i f' tlon t.o So\lth r .... eriea 
.. c eate tlkl ly a :ood ... rill :rission &ttd th-.t we wo•tld ~ kept irt.· 

for""td or whatever ri~t r esult fr~ it . 

1. ':he Br i t1 sh ha.ve 'todie&.tdd cer tain pr oblem• ol a aer io,u r>.aturet 

(a) Thoir re1uirements of a lor~• quant i t y of essential comrr.od-
1 tleo t'rOl>· Latin A.~erica and t heir limited oapaclt y to finance suoh 

t''V" c ha 011 . 

( b ) Tnoir capacity to doliver &coda of cer tain t )'P••· a nd t ho 
obataoles to :r&int onance or oxpana1on or dolivorioe or such ~ood s io 
tho raco or advorse trade c ondit ions in Latin America . 

(c) Tho now of strateg ic and critical m .. t erio.ls to ultiltate 
ene~· UIO . 
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2• 0o t:1l# p&rt, • • bA.Te endt&TorH to ehow I)'JII)athetlo oonaider .... tion, without beo0111Dt; o-.itted beyond tho scope ot our authorityo 

( a) We 1\o.vo 1aplied tllt.t iD doll .. loo.ne to Lt.tin .U..rioa -would boar iD mind tho Bri till\ trade 11 tuation. 

(b) We aht.ll continuo our ettorts to prondo ....,.uta tor Lt.tiD &::.rio an prod II> t a. 

(o) We reoognice tho principle ot trit.n~ulo.r trade r olo.tion­ahipa &111011& tho United Stat oa, United lin&d .. and Lt.tin .Aaorioa. 

(d) We allall work tor a olo.ritioo.tion of policy on the matter of preoluaiTt pw-ohaeea or atrates.io and oriti o&l ma.teriala. 

(e) It was go,.rally r ooogn1aod that tilt. pertinent lll&ttora dilouued will require our oontinuod attention durin& tho period ot the eaergenoy. We eh&ll oonaeq,uently oorrtinue followin£ thea• matter• and allt.ll wolocms tho collaboration ot tho Britilh group. 
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77 Treaeury Department 
Divieion of Monetary Roeearch 

12/S/40 Dato __ ___ J9 

Cr. ';;hit.e 

Froa: L.S. 

Uiss Chauncey said this I s 

another letter t c bri nr. up nt ti~c 

of Sir ~rederick Phtlip••' visi t . 

(Receipt has boon ocknowled~e~ ) 

l t.~.u~ vt 

WR . WIIITI 
Branch 20~ - Rooa 210 -----

• 

I 

: 
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rv .... .....,- _,) ~ 
/,--....,.__ ~ • 'c. , 

COUNCIL OF NATIONAL DEFENSE 
COOROIHATOR OF COMMERCIAL AHO CUlTURAL RIUTIOH$ 

8ETWEEI4 TilE AIIIEIUCAH REPUIIJCS 

Dec-.b.r J , 1940 

11.f cl...- llr. Secret&r7: 

Pllreuant to tbe r.queet of llr. Rockefeller, who 1e to be 
out of tOIID clur1n& moot of tbia wek, I • wrU1oe with reapect to 
our fourth Mot1oe with llr. D' Arc7 Cooper and bio ueoci.t.too. !be 
Motl.nl wu bold OD No-n.ber 3(), 1940, ancl wae attended bJ rep~ 
aentatina of the 'Treaeur7 and state ~te, !llport-r..,ort 
Bonk and tbo Office or tbe Coordinator. 

Senrol quoaticme which bad been raieod in a ~ 
wa;y at pnrrioue ...tiDge were .,..,.rod. 

On bebalt of tbe !llport-IJIIlort Bank, i to repreaeatatin, 
llr. Will L. Clqton, otatod that up t o 4~ of the proceoda or tuture 
dollar loans to Latin America would be ll&de anilablo for the pqr­
chall of British ,.,.,a., "" tbe underotancli"' that eucb doUaro be 
utilhod bJ tbe Britieb in tho pvcbaso ot aBrtculturel products in 
tho United statee. Vr. Clqtcm oleo indicated that tho ~ rep~ 
eonti"' tbe aboYe •ODtionod ~ procooda of doller l oans wre not to 
be uood tor debt oorrleo, but tl\07 could be applied b)" the Latin 
Aurican COUDtrioe to c-..eial arroaro ow1ni to tho Britiob u ...U 
as to now pvcbueo, that tbq would appl,r to tbe full oterJ.in,f area, 
anc1 that tbe tom "acrieulturel. proclucte• would be broodl;r interpreted. 

llitb re~ to tho propoeod uo or Britiob-omod Latin 
.\Mrican ooeuritioo u colletorel tor loane troa tbo llport-lllport 
!enlc, llr. Clqtcm etatod that tho Bank bad doe1dod t o dotel'lliM 
a1n1aa t.port ~· or tbo indirldual naticmo, oatia'to probeblo 
otato ot otbor it_. "" tbe bel.anco or ~to tor 1941, and tbenllr 
ucortain tho a:tent ot !inanciol aeeiotanco required br parti~ 
..-rioo. He added that it na tho preoont pooitiCD ot tho Baak 
.._ it wu not noc••"&r7 to introcluoo otorJ.in,f oocurities u collotorel 
Ill -.eotico witb the laldina' operotiODa. 

llr. D• Arq Cooper indicated that it would be uae!IU 1t tbe 
Br1t1ob could be kept Wen-d ot tho oouroo or ne..,tiaUcmo OD Latin 
Allerican loana. It wu indicated that, oltbouih ... oh Wor.t10D 
could not be attorclod dur1nc tho courH of noptiaticmo, it could be 
conv07od prior to public--"· 

Regraded Uclassified



- 2-

The Britieh deleration axpreeeed re,ret at not beinf able 
to present ~ fUrther tactual material on their anticipated balance 
ot ~te to Latia AMrica or OD their pwoobuinf JII'Oil'&ll. 
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With Npl'd to the •tter of preoluein 'bu;riJ>g, another it­
on the apnda of the llieaiOD, the B:ritilh nre adrteed that the 
.flmdaluntal deciaioo of poU07 bad been preeeoted to the Preaideot 
tor deteraination, eiace it was explained that the J.dY:ieo17 c-i11ioo 
to tho COWICU or National Defense bad reo .... nded actioo ill c-tion 
with tbio matter and that tbe Otfice ot the Coordinator bad t iled a 
supporting aeeoranclua. The B:ritioh ouueeted the deeirabillt7 of 
close llaieon ill the e•ont that a preoluein biO"inf poliO)" io decided 
upon. 

At the concluicn of the Met1af, llr, Coopar, 1a axpreooinf 
oppreaiation, etated that ha woW.d intona tho Seoret&!'T of the Treallll7 
with reprd to the uee.!IUD.eao of the ccnterenceo . I t wu qreed to 
continuo diecueoiono ao tbq ~t be called tor b7 .,.. diYel.._,to. 

11\o Hcnorelale, 
'lllo Socret&rJ of the 1lr1UU17, 
llaobinrtcn, D. c, ' 

VerJ eiacerelJ Jour•, 

.. 

CARL B. SPAll'l'll 
ZX.out1Ye Aolietant 
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INS1111JTE Of PUBUC ADMINISTRATION 
261 BROADWAY 

NEW YORK 
' • ll' llllt OIIVIIOft 
"'.vtOlO • · 001)0. 
WIU.IUI 1UOOI 

Deoembor 3, 1940 

Seorotar,v Ronry Wor~onthau 
treasury Department 
'fuh1n~on, D. c. 

Dear Seoretary l!.orgenthaus 

L III(KAIIO ot• I•!O(A ,_ 
ti(_II.Uf ~o~oovt• 
f ii-4WII 0. lOWOtlf 
C<\.11\ tl, l'fO. l"'(! lll l ll 
GlOIIOl t.. II &JIIICMAI'Clll 
OUOI W&\ ll,tlt 
L\ICtlll W!Vtl110t"'0. Jll 

I enolooe an outl1no wbiob nay ••rr• to au~rlse tho 
po1Dt1 dloouaeod at our ~oting friday, NoToebor 29, 111d to trace 
thei r lmplloations. I shall bo interested to hoar what dooialon 
you, ~. Rooaevolt &nd tho Con~eaa1onal leaders reaoh with re­
gard to thio projoot. 

Mr. Sullivan's last autgostion waa that tho announce­
mont of any spooifio plan be patponod until your .. jar rofol'1l 
moaauro hao boan approved by tho Consr••• • Thio polioy bao muoh 
to oo,..od it , eapooi.ally if an undorot&llding oan be roached with 
tho Prooidont and with key Consr•••ional loadoro to oot up tho 
proposed Temporary Rational Tax C...daaion aubaoquently. Under 
ouoh a plan, preliminary work oan bo otr.rtod i.n tho near tutnro 
within tho Trooaury. Thoro are two or thr .. ..,n in tho United 
Statea Wb~ you ahould ~ out after t.o.diat oly in oonnootlon 
with thh projoot if you plan to prooood boEiMin& aay February 1 . 

To froo II,JIOlf for thh work under 
will haTO to plaoo 1080 ouob dotinlto 
aa you will roadll:y undorotond . 
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OOIIPRE!IDSIVl!l RIVID or J'.I:DDAL-SU!'I \'AX IIZL4fiOIJ 
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A. Plaa of .AcUoa 

It h propoaad to 1n1 tlata a COJ!PrehenaiYa ratbiDki.J>g and a prao­

Ucal raplaaniac ot Uta Jaoerica:D federal, atata aDd local tax atruotura an4 

to dtrlao tba canual qat• ot tu lawo- but DOt all th• detailed toxto­

throucb which ouch a proc.- MT be carried into attact, aapactalJ.7 ao to 

itt federal pbaoao. 

Tbio Mbitlouo ProJect 1n't'01Ye01 (a) a lUll U OWlt of rooaarch; 

(b) a large u oWlt at liahon to d"alop coordination and Jobt action; (o) co....-

aca am cr eatln "-1nat1on in architacti.J>g practical, and 

olutloll0%'7, plaaa; aDd (d) tho aoot oarat'o.l aalooa&llobip, 

iaoh ot tho oe taetoro h d locuued below, 

Reoearch 

lloat of tba r eluant fac ta are DOW lalo"" or C&ll be broucht tocothor 

• itbout great otfor t . 'l'hh C&ll be dona tbrouch tho tollori~ UDdort..ld~oa 

IIU:e a co,.ral COJ!PrabanoiYo reriow ot t ba 110ra lJ!Portant taz 
doYelopaonto ot the paot gener~tion toouoi~ attentioa on 
t he probl .. ao a whole, 

Idllltity tho chiot po inte of ditficulty and 1nott1c1ency and aake 
eoparato but rel ated etndlee ot theu 1 uuoo. 

Jaoonc IIIICh probl•• would be bcluded tba &4aia1o t rat1Ye coet ot 
duplicate adalllletratlon; tho coot to tba ~r ot euch 
tax oow.plianco ; etata taritt walla; tho ralati onobip of t..a­
tlon t o thoal policy aa4 to financial coatrolo ; probl•• ot 
etato aa4 federal aid and "obared tazao•: &114 the d1Y1o1on 
ot tunctlono and J)llrh ~t oorrioeo ao between the nriouo 
lonlt ot gOYOI'IIIMIIt 1n tha light ot tholr tu rooourcaa. 
(Thio l aot atu4y 1a at craat 1J!POrt&Doa.) 

&aT1 .. recant dOTolopaanta abroad which bear upoa tho probloao ot 
central aDd local tiaoal qot•o aa4 tax coordl.aUoa. 
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Pr.p&re olapla •U.Ori\&Un a\at .... to, cleolcM4 to ''""• ao a 
'baolo ot ,.., ..S..oaUoa aD4 WOclero\&114111, --..1o11C tba 
'beat .,........, ~boQCbt oa \loa prlaciploo llhioll ••' &nora 
tbo 4rralopa ... , ot \ba \o\&1 AMI'loea \ax o:rot-

83 

Drrelop plau t or a collpl'ebaaoha raa4Joaat-t ot \be AMI'lcaa \ax 
a:rot•, aa4 o•Ulu \be pnoUC&l a"'cao ot aoUoa 1~ \o 
1\a cr-4C&1 aol.opUaa. 

lbUo \be .. reo....,oll aoo~.c»aonh are iaportaat, \loa aoot uaouac 

part of \hh ProJact 1o 11a1ooa. I'DJ' IJIIIIIpl o, 1\ will 'ba •oaoaar;r \o bop 

"«••c14o, !'ha llu.I'IIIU ot tba Jlu.dcat, tbe .. Uoe&l ll .. ovcao Plaaninc .......,_ 

the Dopart.act of Coaaerca, tba J'a4aral llaoarn Joe.r4, \ho Doput.aat ot 

AcncolQuo, aa4 oanral other laportaat 1114op-at e o\obl1-ato aaoll baft 

&D iotoraot la tba probloao bare 4MJ.t with, •4 1&011 'ba~• rolo\a4 o\1l41ao 

lOW u.ad.tr WaJ'• 

lloraonr tho wbola Jlrobl .. ot ta4oral-local \ax coorcliMUoa 1o 

4opo!ldut UJIOil tba .. Uoll&l 1'100&1 Pollq, •4 C&DDOt prooaa4 witbo1lt a .. ,.. 

Ctl'll for, ao4 a knowlqa ot tbo 14-., tba taotoro aa4 \ha 4eclolou whloll 

ll't ill'Y01Te4. 

!bare oan 'be "" pracUC&l 001.\00M tor thio ProJaot ulooo U h 

C&n1a4 tbroQib la olooo oo llo'lloraUoa with tile CoiCroooloMl l aa4aro, abo 

• lU 1a aa:r 0111 ben omcll to ooatrlllolta t o lh oclaaUtlo aa4 aul;rUMl 

&opocto ao wall, 

laa4aro ot o\ata aa4 

loc.l tiaaaca. J. ooor41ata4 o;rot. ........ , \a one~ wU.booat \hair oo­
Oporatioa. 

!'ba 1atorao4 poa\llo, Jl&rllGIIlarl:r tile ottioaro .-4 pa14 datto 

•t t1aaao1a1, -roial, oiwio, lo'llor, prataaoioMl aa4 ra_.... &:I'O'IP0 
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tbroucJIDUI ~ 1aDA w1ll 4....,. a Marl~~&, Will llan __. .... , oeatnllott toae 
u ... u4 oaa bool p , ... u, 1a t ile fi.Ml .....,._. of \boo ooaetru\ho 
P~ wbooa kt'ol .,.&. A ..... of pu\lolpa\toa tJw \boo ,..q '-ctaalJIC lo 
ll&lf of \lao lla t t lt, 

Jach of \bo tlTt aroao of oooporaUoa r otorro4 t o 1D \boo torocol~~& 
poncawpha wool4 - \o oall tor \boo Mot \hoocll\tol _, otil ltol a\\oa Uoa, 
aot oDl7 ao a aoaao of 11r111C1Dc tocolhor \bo llaot pooollol o oeaet ract ho pftCl'W 
,_ lilt o\oDdpola\ of ~ to4oral ,..,...,.... , a llll o......noc 1\o a4opU oa ~ 
U.. 461W otraUoa _, 'T CoocMoo, llott. aloo ae a -• of llrtacl&& to ~ 
4t .. lopaoat of t ho pftCl'W alll1 \o Ho o4opU oa \ boo tllll ao4 u tllaotaoUo IIIP"" 
port of palollo optal oa aa4 ot roopoaallol o otatt aa4 local otflooro ao well, 
C!!I!!C! aD4 lDToaU oa 

A\ \bt oaa\or of th1t whole Pro J ect 1o tho ao- U oa that • • la 
tho Oll1 \14 I ta too llan \boo w a lDo aa4 ~ a 'blll t7 t o cut throiiCh ov to.x­
taaclto aa4 tbootr 1Dtorrolato4 prolol- of con~t ao4 of -aaioo, ao4 
h llrrnt praoUoal ooluUollt• l'hlo hopo •-• J1aoUtlo4, pro't'l414 wt pro­
ctt4 • Uholoat fear or lllhilll U oa 0 11 a t o'AIIIlaUoa of r oooarell ao4 a qot• of 
oooporoUoa throiiCh wll.leh tboo 14 .... how- reTOlaU oaJ7, ot (11&llf114 1,... 
41Y14Ml.o aa4 c ro.apo an 'llroiiCh t \o tboo nrtaoo ao4 aloJ .. \14 to IOl'llUIQ', 
!1114tr thooo oolllll U 111o, a aall , oo..,otoat otatt -UIIC Uoolt to ~­
probl • o, aa4 to ~ .. pro'bl •• a lo•, ri\boa \ la\orNpUaa, rill arol7 
'bri"C 111'17 rollll\o, !he n.ooooo of \ll.lo a pproaoll 1a ota\oo lUte Iow Ton 
11111 lhooatla hao Mia aota'lolo, ao4 t11oo rooat Ouaollaa \o.x oW, h a tv­
thor .... ill polat, 

A hr\bor feo\or 1o \ba l-1111& proooua of aooeool\7, a 
Pl'l11aro • leh Will ao\ tta1aleh 1a t.lla -t.ll• t.lla\ lla ehoa&. It -••tv 
M tho aoUaor of laft&Uoa. tlla ... Niaatat \o.x .,._ wo ooC lo alraad7 1a tho_.., ot Uaa, 
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Dho•llla ..!!.2! 
lloot .... MJ'cb ca\Aero 4ul oa ollelna .......... \he --1• alai. 

rl..l4o a..ch cc~le\1 oaUo!acUoa 1a a pr1Dto4 roporl &114 oacb f'lallto.orlalUT 

Ia roonoto aot:amrledpollla. If OOMU.lcc ..... 1a hdro4 1a u.t1 Proj ool, 

\lao objooUYOI •at bo 4of1ao4 &\ \he 1\lrt &114 \l>o Oip)>J'Oprlato otlpa ~ 

rroa tba TIJ'T flral. Ia "'- co-rclal f1ol4, f• .,.....1 .. who do aot ooaa14or 

•bat will bo doao wl\1> their war .. , &114 froa U.a tiro\ doalp their prowttft 

e!!orh h aool U.olr oaloa pro\1•• 

Ia accordaaoo with thlo pbllcoopbT, tho propoao4 4anlop .. ,.l of 

pluo ! or coordlDaU~~g fo4aral, otato &114 local taz 17otao ollo'Cil4 oat •• 

Ito objacUna 110\ pr18ari l 7 U.. pro4uc\loa of rooMJ'cb roporh bu.\ priaarlq 

\lao 41Talopaol>t of a an, practical COIU'ao of aoUoa aad lh adopUoa '117 lM 

!edorol COTtl'llllaat alld b7 tho ata ha aad U.o lacallU ... 

The oaleo probla- t » probla of dha•lD&Uoa •4 ~1-atauo,._ 

rtquiraa fl'l:l related tTP .. of off or\: 

'!'be pv.bllc a.\ 1a>otr UOilt tho atll4T aa4 Ua olljocUno froa tho 
"1'7 flrat aa4 ••t bo II>COllft414 to •rot ~rtaat ra!Mlh • 

.t.U laportaat loadorolllp croup • aut bo draa late \be fact aa4 
Oplaloa caU.rtac •taco• of tho wodt 10 thot thoro 1a • w14al!!l'!!f. 
fHll¥ of :puUotpUoa. 

'l'be fora of all rapor h CoalJIC troa tho Projaot nat ..,. dool«Mf. 
with tbe croataot cara to lllit each particular aadioaoa &114 
tho 01pproprlato cbal>aoh ot dha•lD&tloa alllt h ut1lhl4, 
111olud1J1C tho loadorolllp croupo. Ia tho h.-o of &aT ia­
foraaUoa 9 r 00110luoloao .!!!!!& 1a of Uoo ,,...,.,, 

!o rocoiwo aUoaUoa !rca tho pv.llllo or ooao141raUoa troa otato 
&114 looal off1o1alo, U.h ProJool .. , \o a •Jor later .. t ot 
the aocrel!Jz ot tho !r~- of eoacr .. oloD&l l oadoro, 
&ii4 ••• iiliTi iho l\111 llaai<1Jic ot iiM Proddat. 

Olti•teq 111111 not \o uatto4 tor tbo fo4oral upooh of \he 
Pl'llgNa ao aatioa io lilt• b7 '-otliiC l•~o 

!be worll: Whioh hao ...... oaU1M4 1D \he forocolac pac .. will require 

-• II10b otatf ao tloe followlatl 

' 
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Di....,\or of \be Pro~eot 
Pri-te ....... '-'7 

~aaiataa' Direotor 
St•aocnphua 
SteDOtTPht (tor heari~Wa) 
1'11• olerlt 
D..,.ht-

. ... 

GeneMl aad atatie,ioal o1arlt 
w .. ee~~eer 

Pll'bUc :S.laUou CouM1 

Direotora of ~echDical Studiaa 
3- tul1 u .. , t or aot 11 .. thaa ou :rear 
1~ part tiae, tor iadbidual atndiaa, 

reporte, aad aaaicaoeato . 

It the PreJaot 1e c1eoide4 Qpoc ta.ediata17, oo that kq ••hero 

86 

or lho otatt oaa he reorui tad oa or 'before la'bNa17 l, 1141, the Moearch ...,rlt 

ollo1114 'be 0011p1etec1 ear17 I.e 1142. !'hoiiCh ceriaia ot the ooac1uliou coulc1 'be 

ectt4 upoa 'b7 the Co~~ere .. of 1142, the Pro~act tt .. lt ahould 'be oont1DU4 

utU a'boat le'bNa17, 1Ha, !be Wiater of 1943-1943 would \a tlnoted to • .,. 

PlaoaUoa aac1 dia..t•Uoa, aad the otatt wol&l.d 'ba --t cbaDCe4 tor the 
P>Lrpoao, 

~ ooaa1den.'b1a part of the eerrtoe required oould 'be partorae4 '7 

tt1'?1ct 4h1otoao ot the depariMat. ~ ... 11, hOWI'rtr, atrial& ad-a\ace 1a 

ban~~~: tht -· iallrtdualo aoaipe4 to th1e ProJeot troa atart \o t1A11h. 

It ther. 11 \o 'ba a ~a.porarr kUoaal tu Coeaialioa oreeted 'b7 

\bt Co~WMao, or a eiailar D~~parta•tal eo..lealo•, al1owaaoa lhoald M 1114• 

tor tht tl'aYelll.. ~ .. 1 of the croQJI •d tor tiOM\arJ ot \1M oo.aloola 
,..lt, 
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Ia AllT ea .. H 1o pla=e4 ',o appoillt a !echntcal. Mnao17 C....Htoo 

of 30 to 26 ... &D4 woaon to coo aider tho 1D1 t1al pl&Do of reooarch, to help 

oako oootaoto throU&~>out the COIUitl'7, to rniow the tlndi~~to aod reoo•on<la>­

tiono, aod thon to au1ot 1n d1ooeminat1on, lhilo tbo aoabero of th1o coa1ttoo 

oill aot be oo~~pouatod, 1t will bo Dtooooa17 to aoot their t r&Yel e ;tpanooo 

tor tho or olx moot1Dco dui"C tho COIU'oo ot tho ProJoot, 

On tho bao1o of a two-roar Uao 11alt, tho oal &l'7 cooto of tho otatf 

obon &07 bo eot1• tod at about $99,000 tor tho f i rot iwoho ao11tho, u4 $65,000 

tor tho oocond. !hio .., be rocluee4 ooanbet throucb t ho uoe of depar._.,tal 

unicoo. !o th1o IIOill.d be a dded tho ooot o of hold1~~t about toa to flfte• 

htari ~~to thro~hout tho OOW1t l'7, &lid tho oxpoaoeo of tho 'l'OliJ>Or&r7 Batiollal 

TOJC Couhoioa aDd of the Technical. -'d.Yho17 Group. ProYi lion ohould be aado 

tor publication a Dd wide c irculation of tho central oueo&1'7 report, and for a 

ooro llaUod d1otl'1b~t1oD of the ou.pporuac Yoluaoo. Tbo total coot thuo 

eot1M tod ••••woll Within the $500, 000 bud~rot O;tpoDdod 111 C&l1ada tor their 

eoaparablt o tud7, 
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• 

DEC t•' M 

................ "~ , •• ....,. e6 • ~ .............. ....,. ........ ,I::~ 
, ......... pu a .e ..... ., .. ~·. 

o.Waarr ,,,. .. ., net .... ...nw-..... ., ..... p' a ...... -...,., ................ . .._., ................ -. ... ........ . ~ .......... "'., .... ..,_.._. ... .................... ........ , ... ..,,a, .. ..,..._--. 51aw m-.,... 
U.U. J1aete 111 I A. 

ftll .mae .. -- -··· • ..., ... .._ eltt.elal ...... ,__ PO$ ... lrl-
IMr'.u\M~ ..... ,__, ,,.., • .u ,..._, ,, - ...,,u .. ....... = s •• 

(-....) a.¥ I Ch \.., J: . 

roe •• 
Orlcloal aDd 2 carbona 

ot dratt ot ltr. tor Proo•o olcnaturl. 
Returnl nc l tr. addreooed to MaJ. Hooker. 

~· -

88 

Regraded Uclassified



DECI 1IMO 

JIT 40111' JCr, hMl .... t 

AU ... MnwiU. le a .._,. at a W-.. 
.................. ~ .......... It ... .. 
tM .SJ"Wd\ P• 2 ··t· POOL el .......... lMrle. 

c.~ n,....na fW tllla _, 11 ~ ,..... 

....n er'- m tM 1 •• at tM ---~ 
....,. ,., Mea as•• ..... t111a,... .,.. • 
..,U.. or tM \~PM ...-&nl ..W M _. ...U.-
.. lt vlU..\ laWatw ... wlU. ... ..,_ ..... . 
... ........ .. ..... eJ .... ....... .. 

roplU, ao eaciMR - M ..... lW -.r tM ..... 
llnlor pt.Mo ~ 

No atftae llae Me& iAK1 ,,.. alaMaF wlU. 
line etttelal ..._lMU paa' .,,.. ..-..._ 
.. vl\lk \lie l&,al ..... liMe ......... - .u 
,......_, et - ....,u" ta w ..... ,. 

PltbJ 
U/2t/4tl 

I._.) a.JI¥klll-r7Mil. Jr . 
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DlC I O ... 

.., ........ Jf' " 

... .....- ....... a. ......... ~ ........ ...,. ........ --· -::=:r..--u.. .a.-ft pu ' d. PO ell .. 7 ° rtn' , 

0.1''8 iiQ ¢1 ..... d I fill ..... ...,.....,..,_..,. e~•sn c s --·--· .... -· ........ . ....... II tM ... liS 'pef .... ._ _. ...U... 
..S. wl.._. PM .. I tl&a .. l f -·­........................... , ... ,.,w, .. ...,., __ ._ es'W._ .. ,... 
'Uo!Wr~ I I' A. 

"''- .,... ....... uwt , ....... -· -.. .m.&Al......,.... pu 2 d• 'set-
.. "'" .. lls&&l ~ I I ... -all 
pu lr- II- •PIIU• Ia.._ • 1 »• 

f'-1& MM-ID?'IIP.n ~~ o 

' 

• 
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& it t~r!!t~~ ill'=i·fti~~tr. It= r t .. r .. • t .. • ... · ... '! .. J :- .. 
, .. 3 !!;(~i:: : !r!i!t•lJ •• r£if 
~iit [~i ~ 1,. srr·'••!'i.ff£ .. 1:r U ~ '~ I . i f '• ~.' .... . : .... f 
~~~r . ,. i .I, 1ifi}!iJft1 i 1 f:l( .. , rf· &~ l'r·===1s Rf I .... 

. I • . ~ 
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~ti 
~ 

~-~1 ~ --·f·~ !~~-~~~~~· · ·· ····~ •-• :JJ• ~ • t•• • Jr•r• •~~ r~ t• • - f ---: ~~-
t : ~~ - - ·-·5 ~~· ,:tfr ·3~~=1~~ 1 ~l'il 1!· £ ~~ 1~ 1 ·ili' fir~- tl r!•f·~ ~~[~[lf ,. 'f 
l lf f~·r'·~· ;l·r.t•l,~fifi• c(lJ. 
1 1~ .r •'rl ~f''•·illt•= I·t·r ti;~ l!iif~,i l~.ffil(-;llf :! !• 
flrr ~~~!ljlf ~ j f1itfri•f fi!t: 

; }~i ~,~-~It!! r,l!.f1 ra;J .f~t• 
.. l: • r!f2l fi!IJ· l'~:al - ~-f 
~J=i fi•!f.!: ,. ,.;filtti ~~ fl 
J•tf ¥1:!1:1! lj'l.'t•;•••; ~·~Ji 

I 

• 
I 
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THII WHITE HOUSE 

WASHINGTON 

September 27, 1940 

MEMORANDUM FOR 

THE SECRETARY OF THE TREASURY 

What can I tell Harry Hooker 

1n confidence about th18t 

F. D. R. 

Enclosure 

, •• • 

'· 

I 

.. , r' 

• ... 
• 
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Mr. YcW14 allo hAt pllotootat ot t hto 
letter. 

, 

, 
• 

\ 

' 
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·• 

. " 

. . . 
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• 
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