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H.M.JJ': 

OpeJ>atoJ': 

AJ'tbUJ' 
Purvla: 

B.M.Jr; 

P: 

H.IC.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

B.M.Jr: 

P: 

H. M. Jr: 

P: 

Bello. 

MJ'. Purv11. 

Aprll •, 1,.1 
9:11 a ••• 

Good moJ'ning, HenJ'y. How are JDU. 

Hello, ArthUJ' . Bow aJ'e you. 

VeJ'f well, thank you. 

I'• talking to you 1n ~ oapaoity ae head 
ot PJ>ocureaent t or the TreaeUJ>y. 

Yee. (Laughe). 

And I thought you'd like to know that I 
exaggerated by tour t1aee what yoUJ' people 
have asked ue to do. 

Yea. • 
Ae or th1e morning- have you got a peno11? 

Yes. 

We have cleared a requeat troa a man by the 
name of SWiggert. 

That I. J'1gbt. 

tor 12, 289, 000. Ien't that wonderful? 

Good. 

or vbloh 180,000 the B.P.O. 1• not yet ready 
on. 

No, I see. 

But I mean actually we will atart to buy 
today 12,209 , 000 and that 1 

• all we han to 
work on. 

Yea. Well, now, I ' ll put that up to Ba1111eu 
pretty atrongly. He'd better proceed. 

1 

) 
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H.M.Jr: 

P: 

H. M.Jr: 

P: 

R.M. Jr: 

P: 

H.M.Jr: 

- 2 -

Wall, I didn't want to oon~ct Ballllau but 
I thought you'4 be lntareatad. !he te milllon 
baa ehrunk to 12, 209. 

All right. 'fbanlt you YerJ much, Benrr. 
That'• extraordinary but thank you Yery 
much. 

And would you care to have all th1a1 

I'd love 1t. 

I'll have a ~opy made - juat the liet that 
I haYe betora ••· I'll baYa 1t photoe~ted 
and I ' ll have 1t over to you v1th1n a halt 
an hour. 

Thank you ever eo much. 

Right. 
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GROUP MEETING 

Present: 

H.l.I.Jr: 

)(r. Bell 
)(r . Foley 
)(r. Cochran 
)(r.Sull!Tan 
Kr. Kuhn 
Kr . Haas 
)(r . White 
:llr. Thompson 
)(r. Schwarr. 
llr. Gaston 
Vrs. Kloh 
)(r, Graves 

April 4, 1941 
9:80 a.m. 

3 

Foley, in this talk that I had this morning 
on Procurement and ~nglish buying, I have 
run into something which I think we ought 
to be able to do which would help the President 
terrifically. 

Take it, for instance, in Procurement . I 
find that with the exception of the Walsh­
Heal7, we never ohecked as to whether a manu­
facturer does or does not comply with the 
other Federal labor laws, or whether he baa 
any case pending before the NLRB. 

Now, I want you and Cox to come back at 
a quarter of eleven and give me a list on 
this whole pictu.re of what they should or 
shouldn't do, you see, and then I am having 
Lubin co.e in at eleven thirty for an off 
the record talk. 
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H.J.!. Jr: 
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Well, the National Labor Relations Board 
tried a couple ot times to get the Procure­
ment DiTision not to enter into contracts 
where there were complaints filed with 
them of violations of their laws, and we 
took the position that we were not a policing 
agency for them and that we couldn't encumber 
our own operations with that sort of thing , 
and there was violent criticism of the RFC 
because the RFC had acquiesced in a communi­
cation from the Labor Relations Board not to 
make loans to agenci es that were not compl;ring 
with the acts and there was quite a contro­
Ters:r on the Hill about it about two years 
ago. I don't know whether you remember it. 

4 

No, but I mean here are all of these labor 
thi~s. Why should we continue to place 
bill1ons of dollars of orders with manufacturers 
who don't live up to the Federal labor laws? 
I mean, here the President is up against it. 
He is out on the end of a limb, and he has 
got the bargaining power which he isn' t using 
because his own people aren't backing hi2 up. 

The thin~ that brought it to m, attention, 
the Engl1sh want t o bu;r thirty-seTen thousand 
dollars worth ot Allie Chalmers. I don ' t 
know, let's aay that illis Chalmers - just 
tor ar~ent•s sake - won't come in on this 
Kediat1on Board, they are holding out. Let ' s 
say this was thirty-seTen million dollars 
instead of thirt;y-aeTen thousand. This happens 
to be under the Lend-Lease. lhy should we 
giTe them that order? 

Well, if you have got to advertise for bids, 
Mr. Secretary, and the;y are the lowest bidder 
and ;you have got to award to the lowest 
bidder, and the statute doesn't giTe you 
an:r exception or an:r discretion, I don't 
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H.W. Jr: 
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eee how ;rou can w1 thhold the award si:lrpl;r 
because he is not compl;ring or aomebod7 
sa7s he is not complying with the National 
Labor Relations Act . I have a statute here 
that I want to bring up thia morning, a 
pr oposed amendment to the Public Bidding 
Statute, which would permit ua to nefot iate 
contracts wherever we have appropr i a ions 
for defenseA and that would take in the 
Lease-Lend ~il~ and if we can negotiate 
the contracts rather than advertise tor 
the contracts, as the irmy and the Nav;r 
have power to do at the present time, and 
also have priorities in ao far as those 
contracts are concerned, then we could 
accomplish what you have in mind. 

(Wr. Graves entered the conference. ) 

Let me just say this . The .1rm1 and Nav;r 
could do it, leaving us out of it. 

Yes • 

.lnd the;r han that authority" 

I believe ao, yea . 

Well, what is the senae - I aean, to me, 
which is aore important , to have a compan7 
live up to the labor laws of this land or 
to advertise tor bida? 

I Just don't think there is any comparison 
between the two. 

Well. I think where you want to reach all 
the capacity that ;rou have in the country, 
advertising for bids isn' t the way to do it. 
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B.Y. Jr: 

Foley: 
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I think you ought to han the discretion 
to give the contract to the manufacturer 
that has - that isn't working full capacity 
and that can turn out the order. 

What you are saying would supplement what 
I want . 

Yes . 

For the President. 

I think it not only would supplement it , 
but it also would be a means of accomplishing 
it. 

Well, just as far as Procurement goes, but 
the Army and Navy have got that today. 

I believe they have, and it is a question 
of policy there, as to whether or not they 
would cooperate with the President in 
carrying 1 t out;. 

Well, there is no question of cooperating. 
They either cooperate or they get fired . 

Ed, have you answered the Secretary's 
question? It seems to me you didn't. 

No, he hasn't. Go ahead. Ro, he hasn't. 

Well, I thought I had . 

Aa I understood it, his question was whether 
you regard a violation of a certain labor 
legislation as more or less important than 
a violation of the requirement that the 
lowest bid be accepted . 

6 
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I am not sure ;rou directed ;rour answer 
to that specific question. 

No, he didn't . 

Well, my answer to that, Harry, was that 
we didn't have any discretion. 

But you are talking as a lawyer now. I 
am talking now from the standpoint of what 
is the greatest number. 

Well , I mean what is the greatest good for 
the greatest number is, I believe with you 
there that these f ellows should comply with 
the labor laws ana the --

Ed, now listen - -

• ••• • Fair labor standards of practice. 

Now, they give Ford a contract - go back 
to NRA. Henry Ford thumbed his nose at 
General Hugh Johnson. They never complied. 

The;r have orders of well over a million dollars 
now. This whole thinf there with Ford, if 
they had never given hem any orders, Ford 
would have come in and complied a long time 
ago. 

But no one has ever had the guts around here 
t o ever simply aa;r, "Well then - " they finally 
did hold up ten million dollars or whatever 
it was worth of truck contracts with Ford 
after they had given him this tremendous 
order for t hese airplane engines, and they 

f
ave a higher price to Chrysler for these 
en million dollars worth of trucks. They 

.uat have the aut hority. 

? 
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They have got the authority. 

But the point that I raised , I get so sick 
and tired of hearing all these things. You 
have got to go through the clearance before 
this bif business man on this thing and 
that th ng and everything else, and you 
spend weeks and weeks to get just a smell 
order through OPll; but I can ' t find out 
that you ever get a clearance as to the 
labor standards of any parti cular company 
where you are going to place the order. 

Well, I don't think the Army and Navy pay 
much attention to that. They are just 
interested in getti ng the order filled and 
getting deliveries, and I don ' t think you 
get a very sympatheti c consideration from 
the Army and the Navy. 

I am sure you wouldn 't. 

You wouldn ' t to thi s proposal of yours . 

But after all, that wasn't the platfol'!ll 
Kr. Roosevelt ran on. 

That is right . 

Jnd I don't beli eve that - I believe that 
over the life of the contract that you 
would get quicker delivery if they lived up 
to the labor laws, than it you gave the 
fellow a contract just because he happened 
to have the brick and mortar and the capital 
to build it. 

And the answer ia , look at the restrictions 
we have now. Jnd it is going to get worse. 

8 
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~1tb this &mendment that I baTe here - ­

That i s only a detail, Ed. 

I think it is more than a detail , Mr. Secretary. 

But i t only apflies in so far as the Procure­
ment Division 1s concerned . 

That is what you have in mind . 

The English, in the room here, we get an 
allotment of around three hundred and sevent;r­
five million dollars to bu;r tor the English. 
The English were ready on eight million 
dollars, and I spent 45 minutes on it today; 
and as of this morning, out ot 375, the 
English are ready on two million two hundred 
thousand dollars . That is all that they 
are ready on. Two million two hundred 
thousand dollars; and it 1s exactly the kind 
of stuff t hat they need tor the middle East , 
and they are ready on two million two hundred 
thousand dollars of the three hun.dred seventy­
five mill ion . 

So what we are doing in Procurement is peanuts . 
We are talking about a billion dollars for 
the Army. So I am looking at the over-all 
thing for the President , who sits back there. 
He has got a Mediation Board. What authority 
has Dykstra to crack down if he wants to? 

Well --

The only thing they talk about is , "Well, 
we will take over the plant." 

When they take over the plant, what the 
hell are they going to do with it? 

9 
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Well, that is all the;r oan do on oontracta 
that han already been let, but i! thq can 
aq that the;r are not goinc to award IJQ' 
further contract& to aJVbodT who ia violating 
the Nationel Labor Relatione Act or the Waf'' 
and Hours Ol! &Izy" of the other fair labor a and­
ards of the United States. 

What I want is, when ;rou fellows cCDe in, ;rou 
~ not be able - I want ao~thing for· that. 
I won't shoot it to ;rou tod~ if ;rou are not 
read7. I would rather let it go over until 
lunch Kond~. But I would like to see what I 
can get into the President ' s hands that from 

10 

now on if he wants it , every piece of machiner,r 
that he haa, to use it, in order to make these 
manufacturers live up to the existing labor laws. 
Now, if the labor l&wa aren't fair, let' a chanr 
the labor laws, but at least five the Prea1den 
the full authorit;r. I mean, f the labor lawa 
aren't workable, let's change them. 

Some auch support of that character can be given 
to the President, and it would do more toward 
production not only because it would solve some 
of the present difficulties, but it would make 
him much stronger in his vosition of demanding 
for labor certain concess1ona. As it is now, he 
has that nr,r weakness • 

. He has the weakness because these people have 
sold him down the river and let contracts to 
people that never intended to live up to the 
Federal labor laws. 

I grant that. That is where the difficult;r cous 
from. 

Are you sure, Ed, that there is no flexib1lit;r 
with respect to the lowest bid, thinking of the 
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ProcureMnt Divhion •re~ u an illustration, 
not as the whole picture. 

Well, that is the position we have taken here, 
Harr;r. 

There are two exceptiona . One is where you get 
inclusive bidding, and ;you can go out and ne­
gotiate, and the other is when it is such an 
eurgency that you haven't time to advertise. 
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When the public exigency is such that you haven't 
time to advertise . 

Sounds like a pretty broad •• • •••• 

\'/ell, that is ~ I want to get the statute 
amended so that we have the same power the Arrq 
and the Navy have . 

O.K. , go ahead with your statute, but I want to 
see you and Cox back here all1W&y, because I want 
to see what has been withheld from the President, 
because he is right up against it and I want to 
give him everything I can; but that is the thing 
that Frances ~erkiila shoUld be doing. I ahouldn 1 t 
be doing it. Or Sidney Hillman. But I have 
asked Lubin to come over here at ll :30 to give 
me the inside stor;r, which he will. 

ind you want us to come in at a quarte~ of eleven? 

Yea. Do what ;you can between now and a quarter 
of eleven. 

Ed, are you familiar with a letter we got from 
Patterson designating Procurement as an agent 
for the War Deiartment and their authority so 
that we wouldn t have to advertise2 

That is right, and that is where we are bu;ying 
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!or their account, but I want broader power 
insofar as the Lease-Lend is concerned where 
we are buying for the British. 

Are you going to have it app~ to Lease-Lend? 

Uo, I am going to have it app~ to the whole 
Government, l4r. Secretary. 

I thought Cox was of the opinion that the Presi­
dent had such broad powers under the Lease­
Lend Bill that when he mt.de an allocation to the 
Procur8lllent Division that that carried with it 
the broad powers to do anything in purchasing 
without advertising on competitive bidding. 

Well, we don't think so. 

I know what ther are going to say when I raise 
this, artd that is - "Oh rou want to do what 
they did in France," but we are just about seven 
years further along on this thing, and I believe, 
I repeat, if the President would insist that 
these people live up to the Federal laws and not 
have his people that he has appointed close 
their eyes to it, that is the trouble today, and 
that is why he can t oracle down on them, and then 
you would have Labor satisfied, they would have 

places to go for mediation, ther would have 
places for cooli.ng off and so on, and you wouldn't 
have this terrible bloodshed which is going on. 
Ford never should have gotten the contract. 

I think you are the first high official that 
has taken that position, and I earnest~ hope 
you stick and fight through with that, and I 
think it 1s ir8lllendous~ important. 

Well, I do too. He isn't going to get &n1 help 
from Knox and Stimeon. 
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What do you mean? I am gob:g to stick. 

I hope rou fight it through. 

Did you ever see me quit? 

No, but there is a lot of opposition. 

There is always, whatever we do. 
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There 1e going to be plenty of ~pposition against 
this . Knox and Stimson are wholly out of aya­
patey with this. 

Don' t I know. it'l 

I think it is well to keep in mind, Mr. Secre­
tarr, that all last .ummer that the other side 
of the fence were on a strike and wouldn't sign 
any contracts despit e the statements that were 
made f r om the Vlhite House and made by Knudsen, 
That was a strike that lasted for four months. 

I know. I don't forget aeything. Well, anrwar, 
what I want to do is to get this in such shape and 
la, it before the President and then show him 
what he has got, and I would like to do it at 
Cabinet, because I imagine they will be die­
cussing it most of the time at Cabinet, beca11.se 
he is right up against it. I don ' t think he has 
got anrthing to crack down on these fellows with. 
I think it is just a moral persuasion, and I 
don ' t think it is enough, You saw what the Ford 
Comp&JV' did. They wen£ 1.n and got an injunction. 

He 1e going to be pressed this m.orning at Pren 
Conference because of MCCormack' s statement. 

Well, I can' t go off that fast . 

att he mar Say' something . 
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Well, he might sq somethinf• Well &lllft1, 
as l:l&rrr sqs, it I onl¥ at ck on it, it will 
be worthwhile. 

(Laughter. ) 

You know what he 1118ans . 

Sure . He was trying to be complimentary. 

He .... 

No. 

No? 

Well, that wasn't rrry objective. It IIIAY have 
been compl.imentary. 

All right. I am kidding. Go ahead, Herbert . 

The British want to have the cutters delivered 
in New York, and the first of them will be 
ready for delivery sometime next week with the 
war paint on. The British would like to have 
a public announcement from the White House of 
the transfer. In other words, they are willing 
that the Whole thin~ should be publio in order 
to avoid any suspic1ona that the United Statu 
ia getting ready for war. That is one of the 
circumstances. I ~uggeated to them this idea 
of having the cutters go out with their own 
crews and go to a British port and then have 
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them painted in war-tilll8 grq, but they are 
going to have crews come next week, and they 
want the llhole thing public~ done; and we will 
have five cutter s ready for delivery the aiddle 
or l atter part of next week, and then we will 
have a couple more a few dqs later and then a 
couple more en the first of ~. and the last 
one, the Itasca, which is on the West Coast, will 
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be fixed up there at the Navy Yard, and she 
will be· ready about June 1. They are satisfied 
with that schedule. 

With the right kind of ~s on? 

We can't get all the right kind of ~s. About 
three or four of the cutters we won t be able 
to get the long three- inch anti-aircraft guns. 
We will have to use the six-foot gun, the short 
gun. It is the three- inch 24-caliber gun. 

But what kind of anti-aircraft mll be on the 
first five? 

The first five will have both the 50-caliber 
and - machine guns, and they will have also the 
three-inch 50-caliber anti- aircraft guns. 

Does that shoot on the level too? 

That is a combination broadside gun. They will 
also have the regular five- inch 50- caliber broad­
side gun. They will be 11ell equipped, equipped 
right up to liavy standards. 

Get it from Phil Young to Hopkins and so forth. 

Yes . I think it ought to go out right away. 
You spoke about speaking to the 1!ari time Com­
mission about repairs on certain ships . The 
record indicates Danish ships, but I suppose you 
were talking about Italian ships. 

Yes. 

I already did that . I talked to Land on Tuesday, 
and he has already made his surveys on the ships 
in Baltimore , and he is doing those in New York 
now. We will follow that through with Land. 

15 
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Dan talked to Harold !hith on this executive 
order. Har old Smith promises to talk to the 
President within the next day or two and see 
what his wishes are about renewal of that 
authority. He thinks it would be a mistake 
to send up separate legislation, that it would 
arouse much more opposition than the extension 
of the President's authority, and both Dan 
and Waesche agreed with that, but at any rate, 
we are having a bill drawn. 

O.K. All right? 
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All right. 

Ed? I am goin& to have to hurry a little 
bit. 

Right . 

I did most of the talking this morning. 
Have you anything? 

I can let this go if you are in a hurry. 

Yes . 

Senator George is going away the l Oth and 
returning the 24th. He is going to be in 
Atlanta, and Viscount Halifax is ~oing to 
be do1m there, and he said if it 1s absolutely 
necessary to have him here, he will come back, 
but it would be very inconvenient . 

Forget it. 

Then what will we do? 

Go ahead with the Viays and !Jeans . I don't 
care about the Senate. If Harrison and the 
rest of th~ - we nill go ahead on the morn­
ing of the 15th, and if the Senate Finance 
Committee isn' t here, I can't help i t . 

Then I will ask Senators Connally--

No, you don ' t ask them . What you do is to 
tell Senator Harrison's office of this meet­
ing and who we - we would like to have two 
or three peo~le come down and who would 
Senator Harr1son like. 

He already said, George, Connally and Prentiss 
Brown . 
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Let his office do it . 

All right . I think if we are going to have 
a meeting, George will want to be doYm. 

Well, anyway, Senator Harrison's secretary, 
him or her, let t hem do it, will you? 

Yes. 

lliss Blanton. 

Will you? 

Yes . 

Do it that way. 

All right. 

All right. 

There is a dinner for Leon Henderson in 
New Jersey Monday night to which I have been 
invited. I doubt if, with these things can­
ing up, I could get away. 

Leon Henderson said I would get a request t o 
send a congratulatory l etter to his home 
town. 

\Ve haven 't yet. 

Vfuo else has been invited? 

Joe and I. 

I have . I didn't say whether I could or 
couldn't . 
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I told Joe I thought he ought to go. 

Who ill Joe? 

Joe O'Connell . 

I would like one person fran the Treasury 
to go. 

I think Joe is the one. 

Unless aanebody would like to go. 

No. I don't mean to say I wouldn't like to 
go, but if it is all right with you, I will ata, 
here. (Laughter) 

I would like to go, but I don' t think I 
should because I would have to leave here 
at noon. 

Then let Joe go . 

The National Real !:state Tax Payers' Associa­
tion wants a statement from you as to your 
position on this National Tax Commission. 
I think any statement you cake should be 
general and not made to any particular con­
ference. 

I won ' t. 

I will prepare a letter . 

All right? 

That is all, sir. 

Ara you ready for me to mAke a definite 
arrangement for Sir Edward Peacock to come 
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down on Tuesday? 

You tell Si r Edward Peacock that I woul d 
like him for lunch Wednesday, and then you 
talk to me sometime. 

Should we have Gifford at the same t ime? 
Do they work closely together? 

Yes they do . I think it would be a good 
i dea. 

Invite Gifford also and do I have to have 
a.nybody f r an the Embany, if I have those 
two people? 

I would have one person, either Phillips or 
Pinsent . 

Let ' s have Phillips . 

Fine . So I will get both Gi fford and Peacock. 

All right ? 

Shall I go ahead and speak to the three then? 

Yes. 

This figure might interest you . 

And then I wish that Bell and Cochran and 
\'nli te would get together. 

I don't understand why J. P. Morgan doesn't 
report their sales of securities the way 
every other institut ion in t he United States 
does. 

It is a pretty long story. We can get it to 
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you. 

We are taking care of it . 

I certainly want J. P. Uorgan to do as well 
as anybody else, but I would like a report 
Monday, Dan, on that, please. . 
(Telephone conversation with Mr. Doughton 
follows:) 
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Apr1l ~. 19~1 
9:~7 a.m. 

Henry, this is Bob Doughten. 

How are you? I thought you were down there 
1n North Carolina. 

I'm going to leave her e now in about ten 
minutes. Going to drive ~own today and be 
down there tonight to hear Soott Lucas praise 
the Admlnlstration an~ lead the committee on 
applause. 

Well, that ought to be a pleasure. 

Yee. I f orgot one thing yeeterday in our 
conference. Frank Hancock ea1d he had 
written you a letter about Leroy Martin of 
Raleigh in connection with the financing or 
your national def ense pr ogram. I guess you 
got the letter up there. 

Well, I may have . 

It's there I'm sure. He sent me a copy of 
1 t. 

Who was the letter rrom? 

From ex-Congressman Rancook - Frank Hancock 
who is connected now with the - not the 
Rouaing Admlniatration but the Home Credit 
Administration or aomethlng. 

Yeah. What would you like me to do? 

He ia recommending him r or some position in 
connection with floating your new bond or 
i n other words financing your program, you 
know. 

I'll look 1t up. 

I want to aay this about 1t. I know Martin; 
he's a brother to Leroy Martin- to Sanford 
)lartln who is ed1 tor of t he Winston- Salem 
Journal. He's an awful good Democrat and 
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he ' s a tine buaineea man. He'e connected 
with that bank down there and if rou need 
anybody along hle llne- he 'e a man or out­
eta,nding ab1li ty, he' 1 a good diplomat , he 1 1 
a good bu11neea polit1o1on. Now, lt you 
need anybody or that kind, I couldn't recommend 
hl m t oo highly. I don ' t know whether you need 
hlm or not. 

What's a bueinese politician? 

Bow's that? 

What is a business pol1tic1an? 

He's a man that can run bus lneee well and 
please everybody. 

(Laughs). I'd like to meet him. 

Well, he's as good a one now as you ever 
eaw. 

All right. We need a couple like that. 

He's t i p-top every way. He'e a fine mixer, 
he's a good Judge ot people and he's a good 
busi ness man. He's connected with the bank 
down there and those main stockholders and 
officers waen 1t much strong ror this Adm1n­
istratio~ you know, but he vas outstanding 
and outspoken, and he's Just tip-top. He 
can carry responsibility and everrthlng 
else. 

Wonderful. I'll look it up right awar. 

If you're intereeted then I'll talk t o you 
when I come back. In other words I just 
wanted to say that much for him; I'm not 
hunting a job but I'm Just telling you that 
1t rou need a man or that kind that you 
wouldn 't be disappointed in him. 

Well, thank you eo muoh. 

There's no change 1n our plan f or meeting? 
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No, we 're go1na to •eet on the 15th. 

Illl be r1ght here 1t I'• 11v1ng. 

Well, you'll be 11v1ng. 

Thank you. I hope eo. I hope you'll be 
r eel ing good. Good-bye. 

Good-bye. 
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Unless he is a cr ook, take him on. Look 
him up, will you, Harold? 

Yes, sir. 

He sounds as though ho ought to be-­

His name vtas Mar tin? 

Leroy Martin. 

He is a banker in Raleigh. 

Leroy L~rtin . There is a letter from Hancock 
on him. 

I made a note . 

You get that . All right. 

I need this letter back for Dan to sign a 
telegram for the Federal . 

I am fight i ng time. I have got Jones at 
10:15 . 

Can you use a business man politician? Be­
cause if you can't, I can. 

We can too. 

All right. 

Ferdie? 

You will be interested under the financial 
comments in the New York Tribune, they said 
that everybody took it perfectly for granted 
that I was going to withhold from the banks 
the privilege of buying this F and G bonds . 
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There was much less complaint than I feared . 

There was none. 

You ought to announce that, I think. 

Well, I did yesterday in my press conference. 

You did? I didn' t see it in this morning's 
paper. 

They say you saia it was almost certain . 

!lot likely. 

I didn't announce it as definite . 

Well, I bad to answer that telegram to the 
Iowa Bankers' Association, and I said they 
definitely were out, and I thought Chick 
might tell the boys . 

Well, I would tell them I didn ' t know - I 
said the mutual savings banks were under 
study. 

\'/hen will 11e have the regulations? That is 
the simple way. 

The regulations won't be ready until some 
time around the 20th. 

Then I vnll tell them definitely. 

O.K., Ferdie. 

Yes . 

Harold? George? 

2G 
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I have nothing. 

You saw the comment on our tax atu!f in the 
Tr ibune, that little rib that in 24 hours 
we had assured them that we wouldn't change 
corporation surtaxes in order to get core 
incane on our tax exempts, but just the 
same they said on our 24 hour basis we might 
change? 

They are always suspicious. 

Harry? 

Nothing. 

You liked what I said about the labor? 

Oh, I think that is terribly important . I 
think the President is going to be l icked 
in coal, he is going to be licked in steel, 
and that he eitlier - he has nothing, as you 
say, to fight them back with. If he were 
to ccme forward with some such statsment, 
.dressed up, as rou have just made with re­
spect to requirmg o.n the National Labor 
Relations Board, he turns a defeat into a 
victory, and he can at that point get a 
great deal more of the vubllc, and what is 
more important - it isn t the public that 
is important in this fi ght. It is labor 
uni ons . He can get the labor unions behind 
him, and they are not behind him. The A. F. 
of L. leadership doesn't represent labor at 
all. And if thef could get sanething of 
that character, 1t would change the situa­
tion fran day to night . 

Supposing you came in at a quarter of ll 
with the rest of these fellows? 
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I should like to be in on it . 

Here is that agriculture thing. 

Oh! Would you stay behind when Jesse leaves 
and explain this to me? I am going to stick 
my neck out on that at Cabinet, too . 

They passed it. 

It goes back to the House, and the House said 
they wouldn't do anything about it for 10 
days. 

They have recessed for 10 days . 

It is this extra payment of agriculture. I 
haven't got enough fights on, so I am going 
to get in on this one . (Laughter) I told 
Leon Henderson yesterday, "Leon, I will back 
you up to here on this question of domastic 
allotments and priori ties," and I said, "who 
else is backing you. " He said, "That is 
what I am trying to find out.• So I told 
Leon I woul d go along with him. 

\'ie are hav!;!f a meeting at 2 :30 on this 
capital co ttee. 

Good. 

And I think we will be reaaythis afternoon, 
if you could give us 10 minutes when you 
come back from Cabinet, and we could talk 
with Jerry Frank tomorrow morning, because 
he is going to have a conference with the 
President, and he might mention it, so we 
ought to have a conference before he sees 
the President. 

Yes. 
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Nonnan? 

I have nothing. 

Has llcReynol ds signed that - gotten my re­
lease yet? 

Not as yet . We have turned it over to Harry 
Hopkins, and he pranised he would get it 
signed. 

\':ell, if you could find out where the letter 
is, get one of the ~To bedroom boys, either 
Cox or Youn~, to see whether they couldn't 
put - push ~t, you see. 

All right. 
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ipril 4, 1941 

I want to find out in all of this clearance 
business before placing orders does anybody clear 
wi th anybody tor United States orders , Lend-Lease 
orders or any Government orders with a representa­
tive of labor to f ind out if this particular company 
is complying wi th the United States Government laws 
as they affect labor. It they do not clear wi t h 
labor, then the President has not been given the 
greatest leverage tor bargaining to bring the com­
panies into line. 

(The Secretary told this today to Clift ~ck , 
Mr. Young, Kr. Graves and Mr . Cox . ) 

v 
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31 ./ 
TREASURY DEPARTMENT 

INTI:R OFFICE COMMUNICATION 

D4To: April 4, 1941 
Secretary Morgenthau 

l!r. Foley and :Lir. Cox 

Pursuant to your request of this morning, a quick 

check indicates that t he Procurement Division, in order 

to implement the lavrs of the United States, should clear 

rri th the followin3 departments and agencies : 

(1) 

National Labor Relations Board 

It probably should be de termined from the Labor Board 

whether or not a complaint has been filed against the 

potential contractor, what disposition, if any, has been 

made of it, whether it has been passed upon by the courts , 

etc. 

In the case of negotiated contracts, as contrasted 

with contracts awarded after advertising, the Treasury can 

formulate , as a matter of policy, what weight should be given 

to the fi ling of a complaint, an adverse decision against 

tho contractor either by the Labor Board or the courts, etc. 

In the case of competetive contracts awarded after ad­

vertising, a mixed question of law and policy is involved. 
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The Treasury would have the discretion to award a contract 

to tho lowest responsible bidder. The question of who is 

the lowest responsible bidder is one of law and fact . If 

the Supreme Court, for examp~e, hae decided against a potential 

contractor on a labor case, and he has been recalcitrant in 

co~lying with the court's decision, conceivably, as a matter 

of law, he would not be a responsible bidder. This type of 

legal question could be worked out in detail with the Comptroller 

General. 

(2) 

Department of Labor 

A check should probably be made with t he DepartllWlnt of 

Labor to ascertain whether or not there have be~n violations 

of --

a) The Walsh-Healey Act. 

b) The Eight-Hour Law. 

c) The Kick-Back Law. 

d) Cooperation with the Conciliation Service of 
the Department of Labor. 

e) The other relevant facts on the labor history 
and situation of the potential contractor, 
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(3) 

Office of Production Management 

Investigation should probably be made throush llr. Billman ' s 

Section of the Office of Production VAnacement to ascertain 

1·;hother the pot ential contractor has complied v1ith the rules, 

ro~ulations and procedures of O.P.M. on labor . 

(4) 

National Y.ediation Board 

A check shoul d probably be made with the I!ational l.~ediation 

roard to see whe t her or not t he potential contractor has complied 

.. i th the mediation procedures of the Board. 

(5) 

State Labor Officials 

In the case rA1ere a potential contractor does business in 
.,.., A.-

one state aBi has its pr i ncipal place of business in &A9tfier 

state, a check should !lrobably be made 11ith the labor officials 

to see nhether or not State Labor LaVIs analogous to the Federal 

Labor Laws have been vi olated. 
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(5) 

Department of Justice 

34 

Investieation should probably be made through the Depart­

me nt of Justice to ascertain Whether or not a potential con­

tractor is violating other Federal, criminal and civil statutes, 

suer as those against bribing public offi cials, defrauding the 

revenue, anti- trust, etc . 
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' 

Thia waa le!t with Kr. Foley by Dr . Lubin on 
Sund~, April 6, 1941, at 11:90 a.m. 
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ID lAtt.1Jic daf- -tN.ote, llbethor llJIOCl lDYitat.loa tor 

bide or by •cotiaUoc, e>octraot.lJI& otfioere will be p1ded 

by the general pr1Do1plae govendng dafenM C>oDtl'tlote and the 

atat..Mftt ot lAbor poll 07 adopted by the A4Yiaorr C.-t.aloD to 

the Coomc>U or lat.l~ n.taua, aJld tranaaltted by the 

Pras1d•t to Cocgraee (RoUH Doc. lo. 950, 76th Coq., )d Se11. , 

Se;>t.bar 13, 1940). 

ClDlT tho•• -traotora 11bo c~ aubetantlall7 with all 

hdenl atatut .. atfaoUng lAbor will raoeln awards of ooctraot, 

unl••• the Deed tor lat1~ defense or • ~rt1olllar proepaotl.e 

OOIItr&ctor'• faoU1tl.ea or aer'l'io•• •T be Neb tbat nab pNt­

areoe wwld nbetaDtiallT lA,Iare ~ laU~ dat- .,.......... 

36 
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,, sst •'sass '" ' ''=II"' wtnete 

l'a all k"-1 det- -'"'""· .. UNo .. le\ ..... la'fita .... 

tor !db or •tenet late lllr .-pUaU., UMN eMU 'lie tuwW & 

ol&MH u t.U..a 

•:r. ......., te a'f'OU labor dHpatee 'llfiJAIIl ..._, M1q 

,...t• a r o ot \lola -V..\0 Uoo -v..ter _. Ilia 

~tor, wUl -'- UM ~ ta -pl'"nu wltao 

aU fsderel sta\oateq pro'fi.S.U &ttMt.ial labor .... _ 

INCib pro'fios- &ra appUoable, u call u rita. aU state 

_. ~ atat.utu or ~s ottoo\lq labor rolat.t.a, 

bouro or -"o -..s, _, •s UllfiUat.toe, &&tai-7 _. 

MaltaU., Ia r- in u.a state IIIICI loMllt-7 Ia *"* 
UM.nu,...r....a.• 

, 
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TREASURY DEPARTMENT 38 

I~ COMMUNICATION 

-· G
0 7 fott.-" ... . # 

Mr. Ooobrall 

STRICTLY CONFIDENT IAL 
J.t tllo 9130 ... uiiC tllh 110nlaa I lDquire4 of the lecrdaq ao to ••tiler 111 

tlllo COIIII\1'7 • 

Ia accord&Dol wUII the S.cretaJT' • laetnoUoa, I hUplloM4 Sir 14wari PMCOCk, 

7re4erlck Pllllltpo aA4 Mr. !! • J. C.rqle 0Ufo:r4 at 10115 tllh IIOnlJII, u4 

oxt;ulool. till S.orotaq1 o lDUaUon to tlla \o luoh vltll lila at the !!roao1117 

ko4n1114alr, Aprll 9, at l p .a. !!1117 all accepted vUh ploao,...., 11r 14wari Peacock 

that llo could han a few ai.Jultoo vl\11 till leorot&IT, ao141 troa till lWicheOD 

, to proo-.t - of lllo qu .. uoae, 
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TH 1!: UNDI!:R SI!:CRt:TARV O r THI!: TRUSURY 

WA.aHIHOTON 

.lprll ~. 1941 

Conference in the Secretarz' • Office with 
)lr . Jeaee Jones and !4r. Bell . ree;ard1ne 

the propoood Financin~ of the ~eonttruction 
Finance Corporation tor next week 

Kr . Jon•• oaid that the actual ealh reClui n:...,nto eotiloated 
b7 the !ceonatNcUon Finance Corporation for the three 110ntbs 
ondia~ Juno JO would ..aunt to $276,000,000, t o which I added hia 
obli~tiona held b:t tbe 'i'reaaury uount1111 to $260,000,000; the 
e&!'1t&l to be returnee!. ae eont .. plated by tho ~t Bllreau a:oount­
lnr to $175,000.~; t he return of tbc procoeda of P.V . .l, securi tieo 
amount111f: to $50, 000, 000 ; or a totel of about $750,000 ,000. 

39 / 

I told tho Secretory that I had talkod t o the Federal Reeerve 
B6nlc of l1e'll Torl< and was told that while thh vae the first corporate 
taxable oecurity, ttte ronrket waa in fairly good obape to do this job 
and aleo that there ~• some auggeation that wo include in thia 
finaneint the refundi n& of the July lD&turity &~~~ounting to $211,000 ,000 , 
I .-co abo told that aa of December Jl, 191io, two bnnks in Uev Torlc 
he ld 4o~ of tho outstanding 1ndcbtednoee of the Reconstruction Finance 
Corporation and that !lev York b&nlcera bold about r;o1.. '!'he t otal in­
debtednou amounta to $1, 100,000,000. Kr. Rouoe nnd I had dircusaed 
tbo poeaibiliti oe of i1eulng a two-year 7/S~ no t e in tho aaount of 
three o r four hundred lllilllon, in which we bad included t he r efundi n&. 
and a four-70ar 1-1/2~ note in about t he eaae .. ount. ~. thought the 
fi~at note would appeal entirel7 to the bank aarket an~ that the letter 
note, in Tiew of i h coupon. might aJ)peal to a much vidor ~rlcet which 
would be doairable in tbia ohort - tera aa~lcet. 

Mr. Joneo eald that he p referred t o baTS ao:oethil1( lhorter and 
at a litt le lover coupon than 1-1/~. 

Tho Secrotar:t then auggeote d that vt ~i~b t take a look to eee 
vhot coupon ve vould haYO to put on a January 191!3 and a July 1943 
.,turlty of about $)00,000,000 each , ond t bn t in July we could ra iae 
oomo moro eaab and ~\ the same time refund the $211, 000,000. 

Ur , Jonea ooid that thia fitted into h i e echedule very nicely 
•• ht tho~bt that t he apreadin& of hie uturitiea six gontho apart 
vae a '"17 cood ar !"QII~:oent and that JanUA<ry and July of each year 
would alto ault hh conyenienee . 
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Ve decided that we would confer with t he Poderal RoaorTe 
"unk, tho federal Re serve lloard and the lll&rlcet tenerall,y on 
J'onda,Y: dotemlno the rat e and term on 'l'uocd&,y afternoon; vlre 
th o Yodoral ~carve Banko that evenln~ ; and reloaoo It for the 
proto Vodneada.Y morning. Wedneada.Y would be a better day beeauao 
l'rldall lc a hol!da.Y and the market Oll(,ht to h~>.vo one dll.Y after 
the cloae of the books to appr~>lte t he lcouo, 

~r. Jonoa then aald that he would like to d1acuco auotber 
problea , which vee t he queatlon o! gettlns laclelatlon tbroush 
Con,rtot to euthorl:e tbe Reeonatructlon finance Corpor..tlon to 
-~• loans to tho Briti sh GoYern.~nt, takl~ aa collaltral the 
direct 1n•eateenta of British e1t1:en: In tho United Statea, Ro 
:al~ H vaa hla opinion that we were f orc l lllt t he BrHhb to dhest 
their boldin,a of companies In the United Stetea anA that after 
the -.nr the;< would be sore at ua and ve probabl7 would ~:et no 
cooperation In trade and financial mcttert . Furtbrr~~ore, he 
thou(b t that at the p re aent tia:.e t bo)' vera belnt put on tbe block 
In order to ralao !undo qulckl)', vhereac If be loaned them the 
~onc,y It would have t he advanta£e of permitting them to take their 
tlee In dlcposlnt of t heoe aesetc , tnerobl gettlne th~ be•t prieoe, 
and It would alco el1mlnete tho ehert e thAt t ho llew York bankers 
en r•ttlnt large couioal one In carryl n, out tbeae tr&ncactlono . 

Tbt Secret~ry said that he di d not want to 0&1 to ~r. Jonec 
t~ot he should not ge t the leglolatlon, but he would prefer to 
le t tht pre oent procedure ride tor a vblle t o tee vhat the Brltloh 

4.0 

can do . He aaid there vas ~uite a bit of baelt(roUDd hlsto%7 to It, 
that bo would be solrlg up on th• 8111 v i thin the couroe of t ee nut 
two ~•eka t o ack f or nev taxes t o help pay f or the $7,000,000,oon 
pro,.,...,. that thlt G?nrmoent h undertel<ln, 1nreol7 on be4lf of 
tl:t Br l U ob, and tut be did not think 1t vat too rruch t o au t he 
?rltlah to dlapcae of asaeta vhlcb repreaont In Yalue onl1 one-seventh 
or what ve vera dolnf In autnr the .lotle rlcan people t o p rovide 
·7,000,000,000 for aid to Great Britain . Mr. Jonet aaid be tboucht 
that vat a sood point and that he would do nothlllf v i tbout talldns 
to the Secretary further about it . 

The Secretat)' then said that If It cu l t ed Vr . Jones, he would 
llko to ••• It go along on I to preeent baslt t or the next two or 
tl:. ret veekt and t hon If be would like to, ho would be glad to sit 
down and talk t o bh> a.galn about the .... tter. 

~r . Jonea t hen menti oned a t peclf lc caao which had eo~e to 
hl a a ttenti on within the past week . He aal d that repreeentativea 
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or tht Brltlab-Amorlean tobacco lntoroata (Brown and Wll~ 
Lou lovlllo. Kent ucky! ) had come to oee bla to oee whethe r ho 
could l oan oome of tho ~orlean otockholdero funda wi th which 
to buy out the llrH1sh 1ntereete . Ro eave them no encouragement 
nnd ta ld that he merely aaid t hat he would be glad to lool: into 
t~o mat te r and furthermore he vaa not certain t hat bls pre•ent 
au t ho rity would permit hill to me.kt such loanc ,but that he would 
to ,lad to hav• his l aw;rer• look I nto t~.At pbnu or the SUFgeallon. 

':'be SocNtnry said tlult '>o ha4 no obJection to Mr . Joceo 
c:~"t!l'luln,- t-o d1rcusa the metter with tb~ce repretentatlves: to 
rind out Ju•t vhat the problen io and at e whether or not he has 
the au ,horltl to cake such loans and then we could l 3lk about It 
&r~ln within ttc next re~ weeks. Wr. Jonoa aaid t hat he vould ~o 
thla an~ J>ro2hod the Secre t ary very dtflnl t el;r t hat he would not 
'• an; thlllJ' vlthout first conrultltl( tb 't'N<uur.r on the catter. 

41. 
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TREASURY DEPARTMENT 42 

I NTER.OFI'1C£ COioollooiUNICATION 

TO 

llr. OoobJ'aD STRICTLY CONF IDEN TIAL 
,1.\ U:l5 t11.11 aonWic tho S.oro\&Jy 011114 a1 to hl1 offloo. lle ba4 Jut r ... 

.. 1Te4 llr. J1111 Jon11, wbo ba4 aptn 'llroll&bt vp tho oubJ oct of bio 4eo1ro to 11olc 
l opoloUoa. Wlcb would. porw.U bh orpA11aUon to 11114 MD.17 ap.tn1t llritlob 41Nct . 
ia.TIIY""h &I IIOIU'it7 • !be SoeN\&Jy llaa BOt boon willlJic u4 lo 1tlll BOt 4h­
poll4 to pn b11 ~roTal t o thl1 14oa. 

llr. Joa.o1 ba4 looked into tbo Tbco11 truoactlon u4 ~ abont tho coa­
otterablo profit *lob tbe I w York baallllro ba4 u4o nt ot U. Be oei4 tbe llrowa 
1114 VlUl•ooa. people ba4 nov boon in t o 111 bl.a. !IM7 1tatld \bet thoir bea4 vao 
tho aut oa.o to be put oa tbo 'bloclt liT Sir l4vu4 Poaeoclt aetlllc for tbo :BriUob 
lao--•' · !be Alllrican auecaent of Brown u4 Yllll .. ocn ooll&bt tbo a .. iotuoo 
ot tho I. J . c. ln 11aJbc out tbo :BriUob lateroah. Socnt&%7 llorpnthau tol4 
11r, Joan tbat b1 rabid BO ooJoeU on to tho ll. J . 0. aolr:lac a lou t o the Aaorlcaa 
clUua.1 ropro1oa.t1at t he ~oat t o faclllhh tbalr acqulrlJic tho llrlUob 
ldoro1to la tho abo,.... .. auoald coacern. It va1 tho SocNta>7 1• t..proalloa \bet 
thou people baTo bolA ln touch with Mr. JOAol 1 orplllaaUoa for 10111 Uae. !ho 
Socro~ lnalrv.oh4 .. to haTe 8lr Jrldorlok Phllllp1 co .. to tho 'h'eaaU1"7 l n or4or 
that vo ooul.d latona bla al to tho 'h'oaaUI"7 '1 attlhde, aa 1D4loated to llr. Joaao, 

tho llrova. u4 YlUl .. aoa propoaal . I tolophoa.ld Sir Jrldorlclt at U:20 u4 ho 
acrtl4 to OOM onr at 12:20 t b lo aooa. 

11hoa Sir Jrldorlclt Phllllpa C&lle4 oa •• at 12:25 I roportld to blJo Secrot&%7 
llorpalbaa.11 OOilToraaUoa wiib llr. Jou1 oa tbo oubJoct of aoahtuco liT tbo ll.J.O. 
lo tho Allerlou ...,....t ot :aro- u4 Yllllaaooa witb tho Tlev to tbo lathr pur­
cllaalac llrlthh tnhnota 1n that coacorn. Phllllp1 wao aware thot tbo llrclva u4 
ViUl-a pooplo ba4 booa tn YaoblJictoa. llo hribor 1ta.ov that thq had telcu oqp 
tho qwoUoa ot :BrlUab ottlelal 11qu14atloa ot thh oo•oora with Sir 14-.M Poaooclt 
bv.t tbat tho lattar ba4 luhtld apo• hla 4ech lo• to co ahoa4 with a aale, por!l<lpo 
aloac tho lluo ot tho Tlacooo traaaaeUo•. Phl Ulp1 oa14 be would. let Poacoclt 
l:aow ot tho .. lllql nlob I ha4 pTIIl b.la froa tho Socnt&%7. I t o14 Ph1Wp1 to 
l ot v.o bow lt P-olt ha4 azs:t obooM"aUOill vpoll ov pooltloa , ftlch --ted, ill 
tact, to tho I.J.o., rather that pr1Tah balllta, leDIUIIC _...,. to proapee\11'1 pur­
cl:uaro of Br1Uob hol41qa. Yhc Phllllpa aeltl4 .. lt llr. Jou1 ha4 cottc aDT­
ollart vUh the 14ea Wlcb be ba4 10 .. \tae aco of tho ll.J.O. poulblT l...Ua« IIC&lu\ 
BrlUab i a.n1boato, l tol4 hla that I vaa llOt avaro t hat aD7 procreoo ba4 beoa 
aod1, 
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..._ •• a t• _.. .aa ... lfttaa ltuw e * • a 111M 
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-.... .. .,... 
(~'oned) D. W. BEU. 

4aebaa ••••' • f!l * ••"~-••r· 
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TREASURY DEPARTMENT 

INTKit-OI'J'ICK COMMUNICATION 

·- llr. Oocllraa SfRI(;fLV CONFilltNTIAL 
.u 6•55 lut Jli«<lt llr. Piu-t, n-tal 0o•Mlor o.t .U llritlall .,...,, 

tc~u4 .. at.,~. 1te -.14 tbat a cablecr• tna Loatoa wu Jut 'belJIC 4.­
cl~:red. l!llleb pn .U 4ata1le o.t \he lollih J.fr1oaa cou allt-t, lie -.14 be 
voul4 prepare a latter eattl"C for\h nell 4&\a aa4 woul4 baTe We 4&11Tarl4 to • 
tlnt \lllJIC tb11 1101'11111& • 

.l.t 9110 tb11 JOOrai"C I raoalftll troa llr. Pla-t a latter a4dralll4 to tll8 
saartt&l7 Wider 4ata of .April J, a 01¥97 of which 1a a\\aobl4, .f.\ tba 9•JO aa•U"C I 
obove4 tbh letter to .U Saereta17. I tol4 h1a \bet I waa praparlac t.ha MOIII&I7 

ttlecrapblc lat tJ'11CUon to tba 714aral le111T1 Bulk o.t llaw York aa4 wo..U atll: llr. Jell 
tc llp u . .1.1 wa - oa.t troa \he a11t1.ac. I pn a far.Ur nport to llr. Jell • 

.U 9115 We aoJ'111.11& I ba4 t ol4 Mr. boll:l to azpact a talacr• arollll4 110• • 
a JriUob col4 traaeacUon. Attn .U 9130 -'be., o.tflca calelll&tl4 .U 95 pll"­

ceat a4Yanca paJMilt 411• .U llrttlall &114 praparl4 tll8 aaoao1a17 talacr-, wbteb w.a 
\ha alp&! ll:r llr. Jell. 

:&7 ttltpbou I ooatlnl4 with llr. Ptuaat at 1011!5 tbat We pa;fll&nt aho..U 'be 
aado to Blo llrUaeto lleJaotJ11 Qoy~t 0\lrrant .-coout G. It wao alto acraat 
t.bat I wolll4 talophou Pb-t 'bacll: to lat hla II:Jlow wban .U lateral act....U, ba4 
aa4e the ora4U ctr, o.t tl25,594,00l,llo npraeetbc the 95 parcct a4ftiiCI ~t 
•• the col4. .I.e 1a .U laat iutuoa, \he llrltlall •••., hera voul4 attaD4 to 
co'bUac a report ot t.hlo .a- pa;fll&nt to \he llrlUall Qonraet 1a Lo114on, liCY­
lJIC t o the ll4aral .U tatll: o.t ae\111t; t.ha flaal report on thh ohlpaaat Uract17 to 
\be :t.llk ot Jac1 •w'l • 

.U U105 llr. Jal1 ol.pe4 \ha talacraplllc tuti'IICUon to llaw York. J.t 11110 I 
hlepbona4 llr. holl:a tbat tlla •••ace vao 'bel.ac 4&1J)&tebl4 to hla . I to14 lila to 
hlophou .. 'llaolt later 1a .U 4aJ ooatlradllt; tbat .U ctr, lla4 'baln aa4a ill taYOr 
ot tb.o llrUhll Qoy-t, I pn lila tlla 4ata111 of tba aboYa-actlonl4 &rrAIICI­
uat, tb.at h, tbat tile la4aral U11lt allolll4 not cable LoD4on to4aJ. !rlla llrltlob 
hoaa....,. ottlolalo bera will e...a tba MOIII&I'7 cablacr• a• aoon u I • able to 
tell tbae tbat tlla l141ral leMITI Bulk baa aa4l \he crl41t etr,. !he l14aral will 
later oabla the Balllt o.t -.c1ew'l Uraotl7 nporUac tlaal 11tt11Mnt. 

J.t 12120 tbla- llr lrl4arl* Jlto1lllpa -to Ill aa Oil -.Ur MUir. I 
let b1a a... tbat \he 7a4ara1 :aa11rn Bulk at llev York ba4 \a1~ .. at 12100 

- tbat .U oraUt •trr 1a t ... r ot \lla llr1Uall Oonraaaat 1a tile .- aW'fl -
U-a lla4 \an ..a.. I u11:14 hla to tall Wa to PUMa\. .1.1 u aura pra-tt•. 

I hlapllou4 llr. Pl-t t.hla ott-oa a114 _.,.. hla tba •- ••eece· 1te aa14 tbat 
he •• oa'bllJIC tbla to Loaton We naala&. 
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Mr uar 11r. ...,..,,..,.. 

_..,hla.U..,, 

VulllJICWa, D. 0, 

I loan aow reo.l.-4 lafo ... uoa hoa Lo114oa 
thai tu tohJ. --t of •14 to M tHJ.t wUh la -r4aaoe 
wUia tu oo-..lcaUou ..U bJ the ValiM. Stat .. I&Yal 
.t.Uache la Lo114oa io \he Cbuoellu of \he lbDIIIItur h 
3,777,263.20 tiM .....,.,, eqlliftl.eat, at the prloo of $3'5 
aa - · · to $1}2, 204,212.. l'vUcnalan ot \he cou~t 
ar• clna lA \he ea•nM atat-t, 

Ill llaJoat:r'• Oon.--at are e4rt .. d tllat 
tu Soutll Ab'icoa a.aorn Iaale lloU tlaa rocolpt ot the 
eo-ur ot ilaa u.s.a .• ,_ • ..,...• tor illa 4, 696 bo:na 
le&Ud, vlllch ooataia ilaa cold ~on retorrad \o, lie 
ICaJ•••:r'• Oonr-at will bo cratoN 1t the a4Taaoo pro­
Y1Ud tor la tlaa United Stat•• laftl. .t.ttaobo1 1 co..aalcatloae 
could aow bo ..U at the rah of ~ ot the ftl.u of ilaa ooa­
li,_,.t ae reportM. abo.,., 

hllen •, ., dear Mr. Soorot&rJ, 

(Sip~ d) G, I . I. PiaMai 

tu ·---le ....,. a. Moren~. Jr., 
Soorot..,. of ilae !l'OawrJ, 

Vul~J.ac'oa, D. 0, 

~5 
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lluh1actoa, D. o. 

a) ~. 690 lMDe ooabiaJ.ac 3, 7711,5611.70 tiM •-• 
ot pl4 .uiea. 

\) 6 'bo:De ooatalaiac J.l0,553 la •-•lea• aa4 
:1.9Q9,10.0 1a balt .-olpe. 

Oa tlw , .. ,. ot 35 .. llaro per tiM ouoo, tu toW 
ftlu 11 •1)2, 21011,212 allowliiC 2,&,18.50 tial oaaooo u 
\M Wlitl>\ ot \M 11\'eHlpl aa4 llalt IOYI11'11pe, b 
Jaalt ot 'lntJee" wlll .. epatch tM rolaUft wlpt lhh 
'117 111ill Uron to \lw htoral blll'ft leak, hw Torll:. 
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............. 
,.., - .. ..., leqit, - 'MIIe1t ., ... 

.._.'-7, ... .-..- at ,_ let'- et Alftl ) , 
wt~ ..._ ,_ .-le ... ,_ ..... leU• ,_,. tile 

-- ......... " · 1~1. -.wtac .. ller ......... _ 
-- _,., .. ~" .. a.,&... ........... --
., ... hAan1 llausua ... ., .... taft ... .. _ _,..._ .... ~ .......... , ... . 

1 ~i""e~ 1 !!. Morl o Cocbron 

a .... le Oaalll'• 
, ............... , .. ....... '-7 

'- .............. . .... ,... ...... . 
N..-.l ..... a ... ., 

.... taft, 
..., tan, ..., tan. 
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' ·•r lliaa Chauncey 
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FEDERAL RES ERVE BANK 

O F NEW YORK 

April S, 1.9U. 

®!!FlPENTUL 

Dear 11r. Secret&r7: Attentiopa Mr· H. Merle Coehmp 

I aa enclosing bennri tb our coapila Uon tor tho 

weak ended !larch 26, 1941, showine dollar diobureements 

out ot the Britieh Eapire and :French accounts at tbio bank 

and the meano by which thooe expenditur .. were financed. 

L. w. ltlloke, 
Vice l'reaident. 

Honorable Henry Jt>rgentbeu, Jr. , 
Secretary or the Treaaur:r. 
11aob1f18ton, D. C. 

Enclosure 
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eNf.I'fSJS or Rpm$ I.8D !lm!1J rmas 
( lD IIUliona or Dollar• 

IWllC OF ENai.I.ND (BIU'I'ISI! COVER!&IIIl!l') ____ _ 

DBB ITS CRBDITS 
-- - - - PrOoeediOf--

CoT't Sal.ea ~t _ 

Stdat.tx 
COp(14ent,1ol 

__._ __ -
Nat Ihor. 

(+) or 
Door. (- ) 
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,., 
(b) 

(o ) 

(t) 

( o ) 

•••..._Ud t~• bli-Nd on treurer• 1"'J'(a t.,_ 1~e-W York A&oooy t>t' tho Be.nlc or Montroal, ..tl.toh apl)anlotly Nproeam. tt. 
Jt'l"'OMde or ~rNotal- B:"tt:iab l!laleo M _,__rioon HOUI'itlioa, 1Dciudtng t.bo• ertooMcl t.hroueta-dlnct mt!Jl\ia1;1on. ln t\dd1t1••n. 
1.b tbe ot"Ncr1a.l Mll'1ll,g, substa.artial' llquJ.datSOn or N'OUJ'1t1o..- tor prh:atcr Britiah.aoonwn .aoo\tl"t'ed,..part:tc.ul.arl.,y d.l.tt.in& the _ 
eu1..7 mo::tC~ o:t U'.10 'War, a.ltbPtJ&b Uta reoelpt or tbe ]frOOeoda at" thi$ Bank oanJliO'tbo tdanUt ted wttotr e_QT S'COUl'tley. t.aooN1..q: 
to cS.ta -.,'lied by ·tl:e !b-U..iah TMa'Mll7 aJJS 1-eleaae4 'by Seo-retiry Uoreent'be.u, t.t•tal otrtolal. &nd pr1'Wtlte Bnttah 11q'a.1dat1on ­
o r OIIJ' •OIU'1tl.ea tl=U&I> llaoo:ber 1940 -W>ta4 to $334 lrllllon. 

tc.olu4ta Qout. ta5 al.llto.n reoe!ntd cturtac Ooto~r nut tbe a coounta of Brtttah autborlw4 ~. wttb tocw Ynrk ben!::a,- pNstDS\11.7 
ntleetlq the Hqu.1eit.1oni.D.& or prhete dollar belaDDea. OtMr lArge t.re.As:ten tn·a -.aob eoor.u.nta durlAg more receat montba 
lpp&J'tot.}T npresent. tM aoquht tton or pro6Hda or ezpor-ta troc the aterl1zl.s; •-~• e.zut c•tber llt.a't"entl.7 &C-cruir&& ®U.a r reoe ipta. 

tr.ol:u.dea p..,..,_ta tor a'-C!It'unt or 'P'rea~ Air O'a:lhatnn cn4 Fre.nob Pu.rcbaetna Cc:aa.1uto.n. 

Adjufted to el1ml.nate the e..i"feot ot too =Jlll.on paid t'lut. 11n 1UDo 26 and retUl"De4 $-be tollnwlas cta.y. 

(t) Iaoludee t$. 0 ailUoD -tn.n.rerr•4 troa acoowu ... ~ BriUib author-iz-.4 ba.n.lc• • Ub H. Y. b.nlc:l aDd •3· .5 aillioa 
C.O..OawN.lt.h. B&a.k of Al.latraUa.. b'oc aocOWlt ot 

.... 'i """' oo 
..,."'o 

5i :r"'"' ~""~n~ 
uo'#: f~i ... 
"' -~ 
.,...!_ i< - "' >~tot I:J "'> -<: • ~ 

"' 

-;g .,. 
• ~,. 
' "' <n 
o~• 
'"< 

~a 
c 
·~ 
.c ... 
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0 
L') 

a•t.uysu Ol..CAfAOUti ANn AUSrBAJ U N Aocou:rrs 

-------- ( la 1&1ll1ou or I»lla.nl ·- - -~-or CA.>Wl< ---
-- CRlpiTS - - ----

Prt'l oul!a Tranat•r• t'r'Oo O:tticiaJ. Net 
O'!t~-r 'i\>'t&l or 8rlt lllh .Vc oth~ l • ) or 
Debits Credit• Gol4 ibr OWn Fnr French Crecllh DeR ( - ) 

.._ ~· A/C ~--L--- ....;'::•.;::::::.:< 

'lo•'~ M•~ ot ~'t•l. D;bi'to ""Mnoo Outbt-ealc ar 'HV 
Thwur;b *"•~ 1' $ 1. 1 mtl.Hon. 

---- ~ 

Strio t.l.y 
Cl:·n!'lQzrt. tal 
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lpril '• 19U. 

We~randua for the Secretarr' a Files 
From: Mr• Gaston 

II 

51 

.Lt 11:40 l.}l. today I phoned Senator Austin' s 
office and the Senator being absent at Committee meeting, 
I ga•e this message to hie secretary: 

We have no authority to sell the fiber cargo aboard 
the .LR.LUC.L and have no intention of doing eo. It ie poaaible, 
however , that the owner of the cargo , who may be the German 
government or a German national, might through an agent 
undertake to import the cargo and sell it. I doubted that 
we have an:t aut hority to prnent such an importation if 
ownership were proper11 established and Customs requi re­
lllenta complied with. Howenr , we might be able to inter-
pose some difficulties. 

I told the Senator's secretary that if there wae 
anything further Senator Austin wished to know, I should 
be glad to have him call me. 

Cop)' to : 
Custou 
wr. Cairns 

Regraded Uclassified



H. II . Jr : 

Opera t or: 

Robert 
Allen : 

H. M.Jr: 

A: 

H. M.Jr: 

A: 

Hello. 

Mr. Bob Allen. 

April 4, 1941 
1:45 p.m. 

Hello, Mr. Secretary. 

How are you? 

I'm very well. Say , Mr. Secretary, this 
may be a little presumptive on my part but 
I think that thia ie euob a terribly urgent 
thing. It's about this labor thing. I 
don't knov vho to turn to. Ther e vas a time 
I used to be able to get to aomebodJ in the 
Wblte House but something baa eimply got to 
be done about this Labor Department situation. 

Yes. 

Now, Mise Perkine ie 1inoere, abe is a fine 
peraon but abe ia juet absolutely bungling 
this whole thing and creating a situation 
where the President ia getting the rap for 
a condition that 1hould not exist. There 
ia absolutely no reaeon tor it existing and 
it all gete down to one man and that's t his 
tellov St•elman. He has been giving Mise 
Perkina a lot ot damn, bum advice because of 
jealousy of this new Mediation Board. Bere'a 
an agency that vae made to handle bot 

.Potatoes. Why don't the)' throw it into 
the lap of thia outfit? The failure to do 
eo last Sunday or Monday morning gave Levie 
complete control of this e1 tuation·. This 
Allia-Cbalmerl thing hal gotten down to 
rioting; this Ford thing hal gotten down 
to rioting. Why they don't turn these things 
over I don't know. Now theae fellows up on 
the Hill are raging and ranting. This guy 
Cox let loose a terrific barrage at Roosevelt; 
liberals up there are going around biting 
their nails saying, vall, for God's s&ke 
why in the bell don't they uae this outfit 
which vas created not Onl)' to settle atrilr.ea 
but to avert atrilr.ee! Here the)''ve got 
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H.lf. Jr: 

A: 

- 2 -

eometll1ng but wey 1n t .lle nell don • t tlley 
uae 1t, and 1t all geta down to Juet one 
tll1ng - tile Labor Depar t.ent. Min Perltina' 
failure , or retuaal or wllatever tile nell it 
ie to certify tlleee oaaea. Now aometll1ng 
ougllt t o be done to set up a criterion. 
When a t iling geta out, bang! Turn 1t over 
to that outfit and then call on t he Con­
ciliation Service. There i a no r eaaon wily 
t he Conc1l1at1on Service can't be ueed atter 
a case baa been cert1thd --­
that they haven ' t been abl e to do it. Now, 
I can t ell you t ha t the reaeon wey Steel aan 
would not certify this All1s-Chalmere caae 
laet Saturday when tile union retueed to bow 
to th1e I nudaen-Inox t elegraa and when the 
thing to have done waa bang! Right then 
at noon, and that 'e what tlley wanted to do 
but tlley couldn't get 111m to move and Mi aa 
Perkins waan' t a.round and the reeul t was 
t ha t you had rioting and die t ur bance and 
newe lleadl1nee and a Houee 1nveatigation. 
Now, two weelte ago the Houee killed a r e aolu­
t1on by Cox ror . an i nvestigation ot Labor 
but t he day that th1a all broke, bang! The 
Bouee voted 1t, and now he ' s got t wo oom­
m1tteee, Military and Naval Atta1ra committees 
saddled with authori ty tor the dura t ion or 
tb1e Congrees to Jua t - a running tire ot 
1nveat1gation or Labor . Every t ime eome 
bastard on that committee decides he wanta 
to r aise hell , why he's got t lOO,OOO t o do 
1t witll, and 1t 1a Just fantastic. I Just 
can't understand why - first you eay, well , 
they never had anything to do 1t with but 
now tlley've got 1t. Why 1n t ile hell not 
turn it over to that outfit. There'a 
Mr. Murray, Tom Kennedy and the A. F. ot L. 
crowd.· They 1 re e1 t ting there. Well , turn 
theee hot potatoea over to thoee guye. 

Well , ot oourae you' re right •.•• • • 

And put them on the apot. What are they? 
They're e i t her patriote or tlley ' re not 
patriots and let the publ i c put them r ight 
on the spot and make tllem eettle tills etutt. 
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H.!!.Jr: 

A: 

H.li.Jr: 

A: 

R. M.Jr: 

- ) -
Wb7 in the hell let th1a IUJ, ltaelaan, 
ror peraonal pride or whatever the bell it 
ie go around and bold th11 thing out. He'e 
been playing into Levie' banda. Levie bae 
been boasting up there t o the nevepapermen 
in New York that he vae going to force 
Rooeevelt to summon him to t he White House 
to settle thie coal t hing, and the tailure 
t o certify that thing laat Sunday night, 
when it becaaa evident they weren't getting 
together, played d1reotly into hie hande 
because he wae able to ahut down the m1nea. 

Well, Bob, I'm terribly glad you called me 
and I'm in complete eympathy with what you 
think. 

Well·, I d1dn' t know who elae to turn to and 
I Juet vae getting franti c. I'm going over 
to O.P.M. tb1e morning - going around there 
pulling my hair. Sidney i~n't there and 
Brandwen ien't there and nobody ia eround 
that you can talk to and I didn't know who 
to turn to and I thought well God I'll Juet 
get bold or Mr. Morgenthau and ory on ~11 
shoulder because it isn't a eituation where 
you didn't have anything that you could do 
with. You've gof it and have not been 
doing it! Nov, know Mies Perkins thinks 
that I've been vary, very violent at her 
but I have been beoauaa I think she's a 
ewell ga.l but aha' a totally unfit ror that 
Job right nov. 

I aee. 

54 

What they ought to do it have eoma top-
class man, somebody like LaGuardia, or they've 
got a man right in the Government today who 
is a perfect natural tor that Job, and that'• 
Francia Biddle, who vae Chairman ot the old 
Labor Board, a corporation lawyer, firm, 
vigoroue , a ewell administrator. He wouldn' t 
let this guy Steelman pueh him around. 

No. 
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A: 

H.M.Jr: 

A: 

l! .M.Jr: 

A: 

H.M.Jr! 
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- 4 -

And thl l man Steelman baa got thl Ood-daud .. t 
politioal maohtn1. R1'a got A.r . or L. - h1 ' 1 
very orattily and shrewdly appointld A.r . ot 
L. and C.I.O. guya all through h11 etarr, 
you see, and he'a got ona or thl aoat etteotive 
political organir.atlona ln the Oover1111ent, 
end he juet leada her around by the no1e. 
That'• all there is to i t . On Monday night 
when abe came in and we were juet - everybody 
was ju1t crying tor God's 1ake to take tbia 
All1a-Cbalmere thing out or t heir band1 and 
get that lnto that comatttee - l et them 
settle it. Why they were rioting and 1hooting! 
She would not do it and it wasn't until we 
were able ~get hold or Sidney along about 
10: 00 o'clock at night and he just pre­
emptor ily dema nded lt that she finally moved 
and ieeued the ord~r at 15 mlnutea a!ter 
12:00 when 1! she had 1eeued it at 6:00 , 
lt would have t aken t he headlinea tor that 
morning. 

Well, thanks t or the compliment and I'm 
well primed now. 

'Well, I hope eo, ai r , and I hope you go to 
bat because lt l e auoh a totally unneceaaary 
s1tuatlon. 

O.K. Hope t o eee you soon. 

Thank you, s ir, and God blee& you. 

l}ood-bye. 
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J!.Jot.Jr: 

Eel 
Foley: 

H.M.Jr: 

1': 

H.M.Jr: 

H.M.Jr: 

F: 

H.Jot.Jr: 

1': 

Apr1l 4, 1941 
5:'}5 p.m. 

At Cabinet the Preeident - 8timeon brought 
up t he queetion ot thie memorandum ot oure 
about ... ... . 

Taxes? 

Yeah and you know - rates on that coet-plue 
c!etense contract. 

Yeah. 

And the Preeident eeid you ehould get in 
touch with Robert Pattereon. Be asked me 
who I vented t o handle it and I said you -
and Patter son and Bob Jaokeon. 

56 

All right. Ie Bob going to cell the meeting? 
Or should I call ••.•.• 

Firat get in touch with Patterson and then 
the two ot you should e sk to see Jackson. 

Right. 

o.Jt.? 

Thank you. 
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0 
0 
p 
r April ~. 1941. 

tO llr 0 Coobr ... 

J'IION L. Y. IAob 

lollOViJic our \abpboae coaftraaUoa \bto .. ralac. llr, X...C 

'*''to Mr. Db\rlah crrer tho \el.epb.oae \od.q tbo reftaUc cbarc .. 

wll.lcb ba4 \eea acr-4 "PP• vt \b tho aerlouo ... lUac a l!etl.alac c:o.­

pallll'. \be aerloea W ~ aa4 tho Intac\oa ... 1\i.a« A l!etlaiac 

'iorko b OOIIAeoUoa wUb tho retlal.ac ot CbiaeM ellnr 1n recat 

rear• • 

.&Mrlouo luUi.a« 6 l!et1nlnc 0cwpe'Q' for \bte parpoee. lro~oa, 

wl\bout ..., b .. uauoa, ea14 \lid d.eopU~ li>ONIIM4 coot of labor aa4 

57 

fu.l b.l.o plaat wo:Wl be cla4 to baa41• ..., oube\AilUal _ .... , ot oUnr at 

\be .... raho ae ba4 been ahar,-4 f or reflal.JIC tho CbiaeM ellnr. Be 

&4414 that lf we can bl.a 10,000,000 o-• ot ellnr toMrrow it wou14 

llak>o b1a TII'J ~oe;pw . Ye f11l quite eafe la MJiac tba\ tbe att1h41 of 

the AMrlo... Metal Co~ aa4 \be Irrlactoa ... lUac & l!etlal.~~~t Yorll:e 

WOIIl4 be Jut ae reoepUn, 
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TREASUR1 D!:PARrtf.;;: ;-:" 
~inshin~on 

rca RZL£ASL , :..CRI~IUG rn:.tSPAPEP.S , 
fr!do~ • Ar rll 4. , 1~41. 

58 

T~f Socrotar:,• of the Tre,.sury 1 by th1b pub lie uot1ee 1 lnvit~s 

tt-ntl~r:., ft)T ~100 ,00010001 O r thO Tft«hOUt G 1 Of 91-doy 'i't OUSUry bil l s 1 to bfll 

l••ued on , J!ooount bnsls unde r compot!.t1vo b1dd1n.; . Tho b!.lh of this 

:;tr\r' wlll b(" dnted April 9 , 1!.141 , ko;td 1't1ll M•\t\1~ July 9 , 1941 , when 

~h" f·l"e ncou . .''lt will~ pc.y,,ble Y.'ithout }nt.o rccf; . Thoy wUl be i !iSU'Jd 

~:1 bf'aM!Ir for e anl:r I und in denor.lt\.1 tic:·us or ..,.1 , 000, .:s,ro) , S!CJ#OCO # 

'I'end..,r b will be r ecei ved t~t federrol Rocon·e Bnn.k:$ e.P.d Sr t.nc:hea 

UondoJ, A1,l"i t 7 , l P1l. Te nd.Or ! w\ 11 not h~ rn ce ived t\ t tho Tr etu;ur y 

Ot.~pru·t.~•:nt I ' lu:ihln.~t"n . Encil t9nrlo r mu ot bf' l'o r tm evo.;!11 ou 1 ti ple or 

:~ ~ "'-1" , und th'J ndeo offe red mu~t ~.JO oxproaoftd nn t.ho basi3 of 100 , 

·.tit..h no~ .. onn- t..h•ut thr~f> decir.\nlc , u . ; . , ! O. t;26 . FrnC"ti cns mo.;,r not ~ 

Ul""'li. J t h 'Urge~ thnt te:'".dC r"S bo nnde 0'> thO • dn"..t.•oi ror:u f'..!ld for-

pu:fMent eor 10 re:o·cent of the to.co M OUnt of TNI'\GUr,t billG tlpf lled ro r, 

unlllos the to~dcr~. are ocoenptoni.•Jd by an o xp:-cr. .. t)'-onro.nty or po.ycent by 

a~. 1nccrftOraVd brm}: or trust ccmrt\tt;: . 

lmodin .. ~ly afte r t he c~orln· hr1v r , tet.tera ,,111 be open~d ot 

t~ i'l"'d~rel Rf'"'8r\"'8 3v..~;, a:;d Brnu:h~a , r 1: ~w1n .. "fhich ?Ubli<" &r-"lOU:t("e!:lfllr.t 
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-.1 : bf' :~lidO 'tW tl.tt Ct-c-r~tn. :-y af the TTeft.~U rJ ot tho e.ncunt snd pric~ 

r•. _,. nJ 1.,.rt•""~t~1 bid:'l . 'I'hl)l"'e suboi tt.lt.,; t."'n:tero 'I! 11 bfJ advi~ed or 

t.ht n .,.,.T-tt1nCI' or r ojf\otion the root . The !inct"'tl\ry or th& Tr eoat>ur y 

,..xrr •,:;:11:· r~~wrvoJ: the ri,;ht ec noc~pt or r nJnet any or ull t~nder::; , 

\r. ,.llC1~ I r l:t purt , n~Hi hlt. uetion in c.r.y IIUCh rt'l arect Shall be final. 

po ~tr.r:-,t ef' IJ*''J"f tttJ to:~de :-s O.t th~t rriC't"O ofrcr~d nunt b~ O!'l.de ? r 

= - "11,.ted ~r~.t lhe Fflt!"r fl.t RtJS"nr• Bank in ~1'\:Jh or otter i.ertt'tdtat,ly avail­

"b;,.. :'md .. o: Apr\: 1: , :9~ 1 . 

:'h,. !no,.""' dt>ri \."Pd fr4l:'l i roa:-ur:,· bi: ls , "fhrthor int.erE'!st or 

·•lr. r r cc thn :.n:A or (lthnr diSfW'>Sition o!" t!·.tt tiilla , shc..ll not have any 

•xr~~1· ;~ , •\~ r."J ... h , Mrl los.:; fr~"~r.:. e,..., sale or C'lt.h~r dis'l"C'\t!ition of 

Trr·4t~\.r 11'!~ ahc\ll :tot have nr.: &JW>OiBl tron1..mont , no f":uoh , und('l r 

F"..'tl~"'r•d tnx ~\C'Ir. ne"r or nert"tlftd r f'l:tnroted . Tho blUR ahnl l be subject 

!.<:' "tl:t~tc , 'bh,. .. i tOUL=''l , uirt , o r othe r cxol~o tnxf's, wh"lthor Fede r f'l o r 

S~·tfl, bt&t :ttrtL~ b-<J f"Xen:->t rrom f\ll to.xation no"' o r hft rot\f'te r .iQ.posed 

n: ltt~ '"'Tl .. C!'iru.• 1 or 1nler l!st ther"'c r by e.n·· 3tHt1 , ,.,r any o!' th~ 

!'"":.,.,r:! 'f:l to>!' t!t~ l n1ecd Stt..t-es , or b)' un: !?cal ti\.Xln., authority . 

F'<"r rurrf'O "'I r tuatic:-t the a!J.QU11t or dilf"Ct.-nt n.: \1\-aloh Tressu ry bills 

a :-e cr1;i:v.ll~· ftold b:.t tho lini ~d St•tU-3 ah1.dl be toonuider~c! to be 

lntcr•t.t . 

Tr"I'\HUr:/ ~rnrtment Ci rculn r No . 118, a .; N"Wndod , tutd this 

no";1c~ , pr!loo r ibe tho terrn~ o f th" rre l;\r.ur;r b1Un OJHl govl) rn the con ... 

dltio:tt; 0!' t.hl')ir \t18U" · Copie~ or the ciroulnr My bf'! obtn.l.nod froo 

~:· ff"dorol !\ea,. rv, Bn.nk .. r Brnnch . 

- oOc-
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TREASURY DEPARTMENT 

JNftR OI'JI'ICK COMMUNICATION 

DAT& April ~ . 19~1 . 

TO Secretar~~enthau 

Mr . Haa~. 

I thought you woul d be interested in the att ached 

comoents which appeared 1n t he New York Herald Tribune and 

t he lie• Xor'k T1ces 1f they have not already come to your 

attention . 
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l ew York Herald !r1bune 

.AprU 1, 1941 

W aU Street Corhnient 
• 

) 
• 

' 
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r TOPICS 

•ew Torlt fl•• 

JiprU 1 , 1941 

IN WALL STREET 
Stoclt Excl.llllft Ltadtra 

Vol\llllolt, a..., c:c-:.. 
South Am 0~.11,200 214 +" 
Chi Gl w .. t pf •• IO,tOO I~ +" 
Jnt T•l A 1'•1. •• 10,201) 2\t 
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TO 

TREASURY DEPARTMENT 

Secre::~enthau 

Ur.H~ 

63 

DAn April 4 , 1941 . 

ur . Henry W. Riley , Controller and Director or Personnel 
a t the Federal Deposit Insurance Corporation, called my 
attention to t he attached comment which appeared 1n the Wall 
Street Journal ot April 1 , 1941. 

He aa1d he mentioned the matter to the Chairman or t he 
Federal Deposi t Insurance Corporation, and Yr. Riley was 
calling to say that the F.D. I .C •anU& U1e fpea•n"Y t o know 
they were not a par.t;r to an;r pretest._ J'orlll&l.~o~:. o_!herwi se, 
against the treasury asking the banks tor repor ts on h0Id1ngs 
or Govet:nlllent eeourffies . FUrther, he eaid heli8.d previ ously 
expressed to L!r . D. If . Bell the desire or t he F.D.I . c . t o assiet 
the Treasury in any wa;r t hey could with regard to the survey. 

The response or the banks and i nsurance companies to your 
request has been extr emely gratifying . Uore than 2,000 r eport s 
have already arrived end t his is before the lett ers were actually 
received on t he \Vest Coast. 
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I Rese1·ve and FDIC Protest'\ 
New Request for Bnnk Repo1s 
n - T•• w ._..... Bn•.-r J9t'ax.u . ............. .,......, 

WASHINCTOX- Tht Board ot 0o.U1161'a" 
of~ Feckral Rek:n"e 8y1tua and U.e P'eckral 
Dtpol:il Insu.rance Corp • .,.. W'ldtl'l"tood t.o baYC; 
•u.bmltted formal prottdl to lbt Trtuury 
..,.-...t.:ut infrinrtnr on their .furltclictlon over 
b&nkln.r n.port&. 

11le eau~ot o1 tbt protut " a Tr.wury De· 
part.meat letter to 6.000 bank• IU&klnr lor de· 
t.a.Ued monti'IJy tntormatlon on boldine• ol ueu. 
riU~s luu.ed or guaranteed by Lhe Ji' tdtral Cov· 
ernmenL 

l'be: lntonnatlon aou.-ht. by tbe 'J'rcuury, ae. 
oordlnl' to the bank •upervliOry ••enciNo 1.1 al· 
ready aubmJtled to lhe PrOPf-t Fcdtn.l knk 
a.&tncJea. The requut or Lbc Tre.uury adell an· 
other npo:rt ror banlu to IUbmU. at • tlmt 
whe.n ctrorta are betnr m.adt to nduce the N· 
port1n1 requtremenll ot tbt Ananel.aJ inttlt.a- ~ 
tton.. omdats aaid. ---
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~=;:. ........................... , l jv)l 

TREASURY DEPARTMENT --INT~R OI"''1CCt C ONMUNICATlON 

oAn April 4, 1941. 

Secretary Morgenthau 

Mr. Kulm 

Here is the survey of loft-wing opinion 

which you asked for while you were in Arizona. 

I include an extra cow in case you want to 

send one to Bob. 

J./c . 
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fO 

TREASURY DEPARTMENT 

Secret&J'7 Korgentbau 

Alan Ba.rth 

THUNDER P'ROK THE LEFT 

OAT& .lprU '• 1941. 

Lett-wing opinion respecting aid to Britain ranges all the 

wq trOJll anglophobia to acbairatlon ot the Br itlah and their cause. 

!he term "lett, • aa it ia current]J' emplo7ed, ellbracea such diTerse 

elements as or thodox Commmmiata, anti-Stalin Marxists, Socialists, 

Rew Dealers, radicals and liberals ot a varlet)' ot political per­

suasions. Perhaps the on]J' c01111110n denOIIIinator that marks this as­

sortMent is a tendenor to endorse or oppose «id to Britain in terms 

of the new pattern which British victorr or defeat might give to the 

post-war world. 

!he Communi at. 

To the Commmmlsts, a British viotorr holds no praaiae ot &n1 

lll&rked change in the eoonaaic organisation ot Europe. The war aeeu 

to tham ~~erell a conflict between rival imperialiaa. The7 proteu 

to find little to choose between the taacim ot Britain's ruling 

clasa and the taaoilllll ot the Nul elite, between British or German 

oppreaaion in col onial rule. Churchill, Halifax and other British 

leaders are represented aa capitalist ogres .-plo7lng the proletariat 

as puma in a greec!T g&llll or power pollt101. 
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!he c_..mht position h noolnotq atatea 1n a Call whloh 

the .blerican People's KeetLDc to be bela 1n In Tort 

CitT April 5-6: 

"This 11 not a wa.r to wipe out ths nils of Hltlerilllll IJid 

tyrailllY• I t 1a not a war to liberate the peoplu of Ge1'111&ll\T or France, 

India or Ireland, Africa or Asia. It is not a war to defend democracy. 

It ia a war to line the pockets of corporate interests at the expense 

o! the peoples of the World. • 

In addition, the Co!!ID!miata bitterly ruent the failure of the 

United States to applaud or appreciate ths "peace policies• of ths 

Soviet Union. And they fear that the capitalist nations mq yet join 

a cruse.de age.inst Russia. 

A ser ious split developed in the Socialist Party when ita 

leader, Norme.n Thomas, opposed the Lend- Lee.ae bill. A 111lllber of im­

portant party officials resigned in protut. Yet Thomas undoubtedly 

retl&ina tha apokenan for a large segment of the modere.te left-wingera, 

both Socialist 111d no.n-Socialiat. 

In a Town lleeti.ng of the Air program in New York City on Jll1-

"0ur first duty, for .llllerioa, for the sake of 

Democracy, for our possible service for mankind, is to keep out of war.• 
This is the fulcrum of Thomas' position respecting American 

foreign policy. He 1e emphatic in preferring a Britilh to a German 

ictory, acknowledging that the poBi tion of th.e United States will be 

easier and ~ore secure if Britain wins; indeed, he favors limited aid 
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Britain• But he rejeote the thesis thet a British victory ie es­

sential to the interest. of the United States. He does not believe 

that even a Hitler victorioue over England could organize •a sullen, 

llalf- cte.rved Europe, with a jealous Stalin at his rur, to conquer t he 

::estern Belli sphere. • The econOIIIic consequences of a to tali tar ian 

trilmph disturb but do not dismay him. •The one 'fr8¥ of economic de­

teat," he insists, "is to go to war." He ill unequivocal in the convio­

tion that avoidance of war, rather than the defeat of t he Axis, should 

be the dominant purpose of .A:IIer ican foreign policy. 

Thomas distinguishes between England and the Brl tish Empire. 

He hopes for the defeat of the lfazi invasion, but distrusts Churchill ' a 

.deas for recreating Europe, regarding Churchill aa "an imperialist to 

In testimony before the House Foreign Affairs Committee, Thomas 

"I think it is e.J~~Uing that ws have not quietly asked for a state­

of what is to be done. I also think that it i s disastrous that 

the most powerful voices in America have not, at l east, pointed out to 

the American people the difference between the defense of EDgland and 

the reconquest of the world by the British Empire, or how vastly ex­

pensive that would be, or how little hope t here is of any good in 

"""ULIJ'll a war, a war scattered all over the world, such as would be 

the probable result of an attempt to nse American troops to reconquer 

territory ••• The United States has not the power to 

undertake the role of God or policeman to the whole world." 
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Philip La Follette Yolo .. a point of Tln tJpical of a nlaber 

69 

o! non-)(arxiat liberals . Lilce Thomas, he 1a for l iJdted aid to Britain, 

arguing that full aid mellJlll war. He holds, too, that the United Statu 

cannot be invaded, that demooraoy here would be imperilled by engage­

ment in the conflict, that .A:merica' s function is to make democracy 

work at home . 

He feels also that an outright declaration of war would be 

preferabl e to interTention l eading gradual.ly to participation. It 

aeem to him highly iDaoral for Americana to apeak of bUTi.ng tiu with 

British line and he argues that the policy can earn us only the con­

;empt and hatred of the British. If it is really our war, he contends, 

we should be in the front l ines ourselves. 

La Follette ' s distrust of Winston Churchill differs from 

Thomas's in that he ia less concerned with the British leader's eooial 

philosophy. Hie fear is that the Britlah will employ aid ginn by 

!Jneriea aa bargaining power to negotiate peace terms satisfactory to 

themelna, without regard to American interests. He cites the Hoare­

Laval pact and the Dusseldor f agreement aa eTidence. 

Criticism 

The point of view from Which t he extreme left-wingers approach 

the problem of the war is that of the Karxian interpretation of h~story. 

( lloral factors are left entirely out of account. War la an inevit&ble 
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( utgrorlh o! the capitalist econom;y, a clash o! riTal predatory groupe 

!or new &reaa o! exploitAtion. 

The COI!DJI\IIliat Party line in the United Ste.tea is out to suit 

the patt ern o! !.!osc<rrr foreign policy. It changed overnight with the 

,1~ of the Soviet-Reich non- aggression pact. I t will ohe.nge again 

quite as swiftly, should Hitler choose to go into the Ukraine. At the 

ooment , the Soviet Union is not at all loath to see the capitalist 

countr i es of the continent throttle one another to exhaustion. 

To those who feel that the Soviet Union is the hope of t he 

world, this policy is justified by ita expediency. The only argume.nt 

which Americans can bring to bear against it, that it is indefensible 

( ·r Oll an American or .from e. democratic point of view, is immaterial. 

( 

CotllllUlliBh are interested in promoti.ng cOIIIilunism. 

lluch of the opposition to aid to Britain from the non-J.!arxist 

left-wing groups springs from a kind of nee-Marxist dialectical mater­

ialism. Senator Gerald Nye brought t his point of view to full fiower· 

ing through tho oversimplification of history which his famous Senate 

investigation offered to the American people . He made it fashionable 

to believe that the United States entered the World War at the behest 

of trunitions makers and international ba!lkers. That the United States 

in 1917 was motivated, as at the present time, by a fear of German 

naval control of the Atlantic, or by moral and emotional considerations, 

was ent irely left out of account. 
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( Perhaps the ablest rebuttal of the 11• conolud011.1 il to be 

found in Professor Charles S87J!Our' • aoholar~ at11df of the oau .. a 

of .AJDerlcan participation in the World War. Contemporary realitiea 

are rapidly diesipati.Dg the vogue which N,'e ' • devil theory enjoyed. 

Currently, the dldlludoned liberals are receiving their 

~oat effective answers from fellow-liberals of more robust disposi­

tion. The Nation and The New Republic speak the liberal language - --
and forcefully support the cause of militant anti- fascism. Archibald 

~cLeish in his article , The Irreaponeiblee (Nation, ~ 18, 1940) 

gave perhaps the moat eloquent answer yet written to the whole philos­

ophy of de!eati8lll and isolationist escape . llax Lerner, in an exchange 

( of letters with Lawrence Dennie and Frederick L. Schuman (Nation, 

January 11, 1940) and in a thoughtful eaeay in the current issue of 

The Virginia Quarterly Review shows tha.t democracy can be dynamic 

without becoming totalitarian. 

The Norman Thomases and Phil La Follettes betr11 a certain 

distr ust in the virility and vitality of democracy. They can best be 

answered by showing that only through united democratic action can 

the political and economic freedoa which they seek be preserved and 

extended. Democracy will not eo easi ly be overthrown, even by the 

exigencies of total war, as they seem to fear. It is no hothouse 

product to be shielded from the elements. And it is something to be 

( used, as well as to be admired. 
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TREASURY DEPARTMENT 

INTE:R OFFICE CONNUN ICATlON 

Secretary Morgenthau 
Alan Barth 

72 

D ATa April 4, 1941 

LEND-LEASE HOPES AND FEARS 

Behind the continuing popula.r support of aid to Britain 

there still lies a twofold motivation: The American people desire 

the defeat of the Axis. And they desire to stay out of war. 

v 

These motives are now so commingl ed that they cannot be sep­

arated and weighed with accuracy. Proponents of the Lend-Lease law 

presented it to the public as an instrument for the joint accomplish­

ment of both objectives. But a study of the development of American 

opinion about the war suggests strongly that the desire to avoid in­

volvement was certainly the dominant consideration in the early 

stages, and perhaps is so even at the present time. 

Harper ' s Yagazine for April presents a recapitulation of 

Gall up polls on opinion respecting the war since its inception. The 

sentiment for aid to Britain has grown steadily as indicated in the 

following table of responses to the query: 111'/hioh of these things do 

you think it is more important for the Unlted States to do: to keep 

out of the war ourselves, or to help England, even at the risk of 
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into the war?• 

1940 - staz eut Help !D,gland 

l!a1 = 36% 
June 36% 
July 61% 39% 
August 53% 47% 
september 48% 52% 
Novomber 500: ~ December 4o% 

It was not until January, 1941, that H. R. 1776 was introduced 

as a Jneans of doing both -- stqing out and helping England -- at the 

sue time. Even then t he percentage of those supporting the bill did 

not rise apprecisbl1 above the December, 1940, level of t hose support­

ing aid to England. The interence seem li'IU'ranted that aid to England 

had already been accepted as a device for avoiding war. 

Americana became willing to risk war, but they displayed no 

change in t heir desire to avoid it. Concurrently, the Gallup poll 

received the following responses when it posed the question: "It you 

were asked to vote todq on the question of the United States entering 

the nar against Gel'!ll&ll1 and Ita!T. how would you vote?" 

s taz eut Go In 

July 15, 1940 85% 15% 

October 13, 1940 83% 17% 

December 29, 1940 88% 12% 

February 1, 1941 85% 15% 
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r!lhibi tiona 

This dominant desire to avoid war involvement is reflected 

in current editorials on the i111plementation of aid to Britain. Moat 

editorial writers regard convoys as the probable next etep. But they 

hope that the step will not be necessarf, for they are convinced 

that convoying will usher ua directly into active belligerency. 

It is doubtful that the public is psychologically prepared 

for 11 risk which seems to it so great . \'/ere the risk to be taken and 

the fears justified, there might be a. lively aenae of betrayal on t he 

part of those relying on the Lend-Lease law t o keep us out of war. 

The isolationists, a.t any rate, are clearly endeavoring to make the 

public feel betrayed by predicting a causal sequence between aid to 

Britain and war. They are avidly preparine to shout , "Vle told you so." 

Anti-axis measures which seem less dangerous have been greeted 

with approval by the press . The seizure of German and Italian ships 

in .AI:Ierican ports and the State Department •s request for t he recall 

of Italy• s Naval Attache have been genera.lly applauded. 

It seems safe to forecast that other steps, such as the 

freezing of Axis funds in the Unit ed States, release of additional 

ships to Britain, tightening of the embargo against Japan -- steps 

which aid Britain and injure the Axis without arJ:f probability of the 

loss of ~rican lives -- will be accepted enthusiastically. The 

popular feeling appears to have shifted from the vagu.e phrase, "short 

of war", as a limit upon our intervention, to the sharper bounda.rf, 
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'abort of shooting. • 

Shooting which resulted from the use of American naval ves­

sels for convoying at this time would be blamed upon the Administra-

tion. 

Furp0806 

A rather significant demand for some clarification of war aims 

bas developed of late among liberal commentators. it is by no means 

coafinsd to t hose who opposed aid to Britain; on the contrary, pro­

ponents of the Lend-Lease law, who retrained f rom raising embarrassing 

issues of this sort during the progreu of the debate, now feel that 

it is tir.ul to give thought to the benefits which Dl81 be hoped from it. 

Their desire for e. British victory does not at all indicate a 

desire for a return to the status quo ante bellum. They see in British 

victory the possi bility of tashionine economic and political reforms 

which will make the recurrence of war impossible . The achievement of 

these reforms , i ndeed, is all that seems to them to justity the costs 

and danger s of American intervention. A voice in t he determination of 

the final settlement, they believe, is the best compensation which the 

fuUted States can receive for the assistance it is contributing to the 
British cause. 

It is generally acknowledged that the British cannot, in the 

midst of war, blueprint their terms of peace . The United Stat es, how­

ever, is felt to be in e. better position to formulate now certain broad 
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principles on which it wishes the settlement to be based. Liberal 

critics urge that thia country secure, in return for its material ald, 

definite co!llll1itmonts from the British that t hey will respect and sup­

port such principles. Without comntitments of t his order, it is 

feared, bitterness will give birth to ano ther peace of vengeance. 

American ideals are all too likely to be di smissed by the victors as 

the sentilnentali ty of outsiders. 

The argument is advanced also that American enthusiasm for 

aid to Britain can best be enlisted by giving i t positive purposes. 

The defeat of Hi tlerism is a negative aspir ation. The fear of a 

nazi victory is at best an ignoble motivating force. Hope and 

idealism are likely t o make a far stronger appeal to the minds and 

hearts of Americans . 
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TREASURY DEPARTMENT 

INTER OFF1CE COI\41\4UNICATION 

Secretary Uorgenthau 

Herbert Merillat 

TAXING THE WAGE EARNER 

DAn April 4, 1941. 

The movement to put the burden of defense costs on low 

incone groups is being pushed by anti-Administration conservatives. 

A general sales tax and a flat rate gross income tax share favor as 

oethods to accooplish that end. The Chamber of Co~rce of the State 

or New York has made the following tax recommendations: (1) Lower 

personal exemptions and increase the normal individual income tax 

rate to 6 per cent; (2) Repeal the capital stock and the related 

declared value excess profits taxes and make up the lost revenue by 

increasing normal corporation income tax rate to 30 per cent; (3) 

Impose a new tax, either a federal sales tax or gross income tax 

withheld at source, to raise additional 3 billions in revenue. Ac­

cording to the Chamber, the argument that a sales tax is regressive 

is in its favor in these times, since mass consumption will be 

curtailed and production diverted to defense channels. 

The ~lew York Journal of Commerce acclaims this as "a coura­

geous tax progro.m" which "should receive serious study", but objects 

to any increase in the corporation tax rate. The Wall Street Journal 

also applauds the program, particularl7 the proposal of a retail sales 
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tax rather than IK!lu!aotUl'ers' exoh" which tellll to lnoreaae costa 

to eonauaen b7 .ore than the UIO'Qilt of the tu. fhe J'o111"11Al rejects 

the propos&! of a groaa 1Doe111 tu &I Ul1juat. Rather clleingenuoua:Q­

the Journ.&l sqs that the sales tax "lilce the income tu itself, • • 

would bear moat heavily on those best able to spend• and that ainoe 

the recommendations "include heavier asseesmonts on personal i .noolll8a 

.nd a fairlr heavy increase in the income tax of all corporations of 

.ny alee" , thor are in the natUl'e of admissions against interest by 

the men of substance making up the Chamber of Commerce. lfo mention 

is made of the co.napicuoua absence of anr reo0llllll8ndation to tighten 

the excess profits tax, or to revise the existing tax structure to 

,lUUn&te the manr tax- avoidance devices now available, or to increase 

surtax rates. The Chamber' e recollllll8ndationa include no proposals for 

graduated tax rates baaed on ability to pay; all are flat rate taxes. 

Former Under Secretary Hanes, speaking in New Orleans under 

National ~aeociation of ~ufaotUl'era auspices, takes up the Taft 

refrain that no more revenue ~ be looked for from the rich 111&11. He 

reuona that since the individual income tu ralaea on:Q" one- fifth to 

one-fourth of federal revenues, ita uaetulneaa aa a revenue producer 

has reached ita limit; therefore a federal ealea tax is in order, to 

reach low incOIIIAI s • 

The National City Bank proposes a tax on increases in the 

earnings, including overtime pay, of wage earners, &a an appropriate 

""'"'!1' .... ,...,1~• of the corporation excen pro.tita tu. 
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CC~~D~~nt on the 5 per cent wage tax proposal continues to 

aOllle extent, it being general4 agreed that the proposal should not 

be taken very seriously. 

"Nondefense Spending" 

The call for curtailment of "nondefense spending" swells in 

volume. Such comment is seldom explicit as to the expenditures to be 

cut, but the financial journals assail the proposed legislation to 

increase l oans to farmers to 75 per cent of parit,r prices as a need­

less expense whlch should be eliminated. 

Special Taxes For Bri tlsh .Aid 

Scattered comment on Senator Nfe's proposal~hat 7 billions 

be raised in the next two years) .indicates that no one is deceived by 

it. It is pointed out that he has not in the past shown aD'3' concern 

for a balanced budget and is now advocating tremendous taxes to impede 

a foreign policy which he opposes. 

'fax Forecasts 

The Adminlstration and Congressional leaders continue to be 

report ed as favoring increases in present taxes rather than experi­

mentation in new taxes . Selective or general sales taxes are reported 

to be under consideration. ll to 2 billions is said to be the rev­

enue goal of new taxes . The Wall Street Journal reports a critical 

attitude on ths part of the Administration toward increases in the 
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iJJdl'ridual nora! tu, and report• that 1111"tua1 Oil both lDdlrta.U 

and corporationa are faTo!'ea u •thoa. of catting at the lntan1t 

on federal obllgationa. 
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TO 

TREASURY DEPARTMENT 

PmCX!t.L ~Np STRicrLf CXlliFIIl!ITIAL 

Secretary MOrgaotbau 

John c.wuer 

DATS April 4, 1941 

Arrens oments have been lllllde to run off, at the Depertmant 

of ~he Int.erior, the fila • Vlct ory in the hat • - an UFA fU. 

• hlch lo consigned to their COIIJ>&I17 in tho United st.etea . It 1a 

ln t.en roela. Tho thought occur• to .. that you aight care to 

oak the President whether he would like to oee SOM or all of 

t.heae reels at the llhi t.e Rouse. 
• 
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INTP Ol'1'1elf COMMUNICATION 

Kr. Cochrlla CONFIDENTIAL 

BochteN4 a\erlillc \raoactlou of tho nporUJII bub wre aa follova: 

Solll to oo-reial ooueoru ~2,000 

Puchaoa4 t~a -reial aoacoraa ~.ooo 

OpiA at!ca\ a\orlbc vao qQO\e4 at ._,0)-1/2. !naaaeUou of tho nponu. 

wore ao follova: 

Sold t o oo-roial coacerao 
Puchua4 troa -rclal COBcenao 

.u,ooo 
£1,000 

tho Cdall p .. o, •tch laaa ha4 a walt \aadaaq duilll \he paa\ wolt, illpro,... 

1o4q to 1}-J/sf. 4hoout, •• oo_.-e4 with lu\ Blp\ 1 a oloeillc rata of 1$-7/lf,. 

I'll lev York, \he cloalJII ratoa for tho forolp oorroaolao Uo\&4 bel ow vera 

• follow: 

O...Uaa dollar 
svt .. fraao (oo-rclal) 
Swdloh Uolla 
lo1ch-'t 
Llra 
.Arcoatlao p .. o (froo) 
l ruUla allrolo (tree) 
llnioa pooo 

Ia Shellcl>ai, \he 7IWl 1a to .... of 0111' CU'2'011C7 vu q110h d a\ ~5/lf¥, 1IP 1/321• 

~nr.1111e vao 21 hlcl>or at 3.~1/2. 

Ve t old $1,1J72,000 ta pld to U.. Ooatral 1u1t of tho 11""C'UJU lopQUc, •1• 

ooiQ4 to 1h o......aa ac-t. 

lo ... cold. •-cac-oah - reported., 

tho price tlzod 1a Lo...,., t or opo\ dl"r _. ~1/21., voba•CO"· !toe torvar& 

~•Uoa vaa &lao tj-1/at, 19 1/164. !be 11. a. aqul'faloa\ of thio prloo 1o -.z.6u. 
lluq u4 ._,, .. \\1-a\ prioo for forolp ollyor- •oh••IM a\ 34-3/"1. 

'"'MV7'• pv ....... prloo fbr tllrolp oUnr _.aloe uobnCO" at~. !toe 

..... r..o leiolt of.., York npor\&4 the.\ 1ea47 oa4 ._ rooo1,... • ordar tor 

froa tho 1.., Depanaa\, •1• -••Ua\ao s.q u4 llaraaa'• 
llrd>u'lac appros:iaotal7 375.000 -• of aUnr ill \lla cpa aanot. 

Vo -. • JVchaooa of ou .. r \o4q, 

~~ 
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Secrctc ry of Stn t c, 

We abington, 

1323, fourth , 

POR TR9-SUHY. 

PLAII 

Lond.ca 

Dated. April 41 1941 

Rcc 1d 12:46 p , m. 

(l) The rtpl1~s to two quutions osked. in the Bouse 

or Commons ycstcrd.ny on the effect of thE Lease nnd Lend 

Act arc quoted below . 

Asked whether he could moke a statement on thE 

effect on British export policy of the oc t the President 

of the Board. of Trndc said: 

"This country nEEds more rnd more supplies of every 

kind from the UnitEd Stt.t£8. Hia lloje&ty ' s GovEMUDtnt 

e re grntrful for the ungrudging n id which they ht.VE 

alrecdy received, end ere fortified bJ the cssurcnce which 

the Lcnd-Lccsc Act providca for continued supplic& of 

cesentit.l goods . Our need ror dollc.re however rtmn i ns 

very grcc.t and nnything which cdds to our dol ler crrni~s 

ea e contri but ion of f i rst - rete 1mportencc to our couac, 

Thot is one rcc.son why Ria llojuty •a Goveromcnt still 

rcgt.rd it r.a t. ncc cssi ty tor this country to IIISintain 

end 
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-2 - l l 323, kpril 4, from London, 

r nd cxtmd its txports to thE United Stntca , nnd continue 

to give ever-y nssistc.ncc to thc.t trrdt . The extent 

to which this purpose cr.n bt c.chitvtd of cours e dtp tnds 

lcrg£11 on thE rEsponsE or buyers in tht UnitEd States 

ond I trust •!w t they will c'>ntinuc to L sk tor our 

products . ~xprriEnct w11: I think hcvt demonstrated 

to them our ability to producL • nd dEliver thE goods 

tnd to m&lntt1n their trrd1tion• 1 high qucl tt!' . " 

AskEd whether f olloY11ng the pcssr.gc of th<: r.ct 

consult~tions with the Amcr!~on Government would bE 

considered c s to ct.<: des1l·rlli : ity of modifying the 

low r Elo ting to the t.-:>lding om! us t or doll£. r c urrcncr 

br British nc.tionnls in tht United StatEs rnd c lso n s 

84 

to thE c.dviscbillty of freer txchc.ngc of currency betweEn 

the two countries, the F1nrnc 1c.l Secretory of thE 

Trrrsury sc.id: 

"No, sir , I must cmphc.sizt the feet thLt , 

notwithstanding the prssr..gt of the Lcc:s t end Lrnd Act , 

our ovcrscr.s commitmrnts to bt mEt in gold or dollc.rs 

rtmr..in ver-y lcrg£ , It therefor£ rcmc.ins csstnticl to 

our wr.r Effort thct our cxchr118E r ~eourccs should bt 

conserved to th~ mcx1mum degrEE r.nd thr. t the cxchnngc 

control rcgult. tiona should b t strictly compliEd with 

by c.ll cone em Ed , " 

(2) 

Regraded Uclassified



- 3- #1~2~ , April 4, from London. 

(2) A nEW list of stcur1t1u hl:a bctn cddtd to 

those mtntioncd 1n thE Em~ssy ' e no . 4103 (f~r~r rdtd 

with despctch no , 4637 or Dcotmbtr 18 ), dcrlings in 

which will be r. llowed bttwtm United Kingdom rtsidtnts 

sub jcct to Trcrsury rpprovcl in trch 1nstrnct . ThE 

list which is being ~iled contcins 13 securities, 

including Chiltrn nitrrte cna Iodine Sr.lts Corp., 5 ptr 

cent sinking fund income bonds 196~ dollar issue end 

Intcrn~tt1oocl NickEl of Crncdr. 7 per cent cumulrtivE 

pr r.fcrrtd . 

(:3) Tht following securities hevE been EXtltlpted 

by Treasury order from registrrt ion under rcgulct i on 1 

of the defEnCE (f1nrncel rtgulr. tions ; B".ku 5 per cmt 

gold locn 1910; Brussels 2 per cmt bonds 1905; Greece 

2-1/2 prr cent gold locn of 1898; Nrx1co deferrEd 

interest receipts clcss " ..... ft (dollar issue) , deferrEd 

85 

interest recEipts ckss 5811 (dollar iasutl r.nd scrip 

recEipts e nd cl'.sh wr.rr~tnts (dollc.r isautl; Moscow-D1ndc;u­

~b1nsk Rr.ilwr.y Co , 4 per cmt bonds 1899; c.nd ccrtr 1n 

Turkish bonds . ThesE ere in r dd1t1on to securities 

lis ted in enclosure with d cspa tch no . 6140 of Oc tob t r 24 •. 

WINANT 
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t W .......... OOtflli'UNC..,.. .... 
lt.AAOLO C. MOC ... C:Mft..O 

CopY ot Letter from A, Mexico City, April • · 1941. 

86 

About things in Mexico I must oonress I am somewhat out or line 
to be able to do a bit of prophesying. No really clear cut policy 
18 80 tar diScernible. While things are no doubt beaded in the right 
direction, on the other band very l i ttle progress is being made. There 
are many hindrances existing tor the President to move raster, among 
others his old connections with the l'onner regime. Therefore a vicious 
circle exl ats as be does not dare to break with the old circle and at 
the eame time, unless this is done, no man or high prestige will take 
on public otrioe, and the terrible detioienoy in administration, worse 
than at any other time in this century in Mexico, cannot be remedied •. 

Looking beck to November, we were all of the opinion that the 
oil quest.ion would be settled in e abort time, .. ven recognizing the 
dil'flcultiee which exist in coming to an agre•ent. We were also sure 
that so~etbing would be done to put Wexioo•a credit on some rooting 
again , like arrangement or tbe foreign debt, railways, expropriations, 
and so on and so rortb. However, now attar rive months nothins bes 
been do~e except constant promises 1n tbe papers t hat something will 
be don~ 00Dzt may interest you to know tbat the President told a triend 
of mine a raw weeks ago: - "I have not forgotten my promises and I 
will keop them, you wait another three months and you will see a com­
plete ohange•. Vamos a ver!! The good intentions are there, that 
is all we oan say so tar. 

As tar as the rormer President is concerned, I have been reliably 
informed that be is still agit stins and be baa told friends or mlne 
t hat be will remain quiet as long as bia gains tor the proletariat ere 

seriously 1nterr ered with, but be will come out it such would be 
case. Tbererore open break between the Cardenas adm1nistration 
his l'ollo'llllrs, who are st111 quite plentiful 1n high posts and 

the Cabinet , must came sooner or later, or we will just turn back 
sane kind or another administration as we bad ~r the past six years. 

!oonomioslly things are fairly good bere; however , the basis or 
whole economic structure is weak. I do not only ref er to silver 
1ts doubttul tuture, but also to the tact that the gr eat pivot or 
economical structure, the Banco de Mexico, is anything but in good 
• It 1e run or Government paper and bas a rather high circulation , 
facts are or little importance as long as times are good. Actual 

l!!mrmn'~-• involved ere relatively small it conditions should stay good, 
are tremendously big the moment oonridenoe is lost. The conti-
e, wbiob was regained on the taki ng over or the new President, is 

existing, expressed in tbe price or Mexican state bonds guaranteed 
without guarantee rrom the Central Government. The price or tbese ba 

within tbe last six months rrom 65 to nssrly par. But sbould 
e-wer wane there would be nobody to take up any bonds wbioh 

be ortered. he same or course is to be said about the share 
"arlcet , which is also still booming, and in raot 1t holds good tor the 

econ~cal sltuetion including the exchange. 
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It oontidenoe in the CloYermaent keep• 011. nbBbtiq we will ha'l'e 
oo4 tl..lllea ahead and all lllillor weelmee••• l ike Baaoo 4e llexi oo are or 

!o iJDportanoe, but ahould tor - e r eUCIIl or other this o-ri4anoe be 
ahaten, I toresee a great crisia , Bl'lfll711 ll8tu:r8lly takiq ill can­
dderation that a crisis in lle:rlco n eYer reaches out as t ar aa ill 
other countries which are or higher deYelopaent. 

Externally the cloae move towa.r ds rollowing the policy or 
washington ie generally accepted as a sensible thing and it is re-
markable how taw dissenting opinions can be heard. or course , t here 
are always eome die-hards and some politicians who think they can 
gUn cheap laurels by speaking against the United States, but the 
number is small and they have very little tollowiq. On the other 
band, there is no question but t hat Washington i a maki ng it easy tor 
lle:dco to t ollow ita lead . 

The llinis ter or Finance baa j ust come back and has arranged 
absolutely nothing. I understand the oil question is Just the same 
u before without having oaae a step closer; the debt question, they 
are bickering about 2<>:' aor e or less to be pa id; the r ailways are 
not being talked about . This means the continuation or the old 
policy and not arrangf.ng anything, but it same should continue I am 
certainly not optimistic. On t he other hand , it any progress should 
be made , oontidenoe will subSist and everything will be in t ine shape. 

In my opinion it is not under standable how Mexico is going to 
lose this opportunity to a r range all pending questions very favorably 
tor thea, an opportunity whiclfill never present itself again. 

But as it looks a t t his mom ant , suoh opport\Uii t:r is going to be 
lost unless a much mor e comple t e change tall:ea place. 

1 
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To: 

Treasury Depar~ent 
Division or Monetary Reeearch ~~ 

Da te ..... - •.•.• ! P.!'.H ... ~..,--·········--·19 41 

Secretary Yorgentnau 

From: Yr. Wh1te 

2 . 

NayY Renort on Japan's 011 Situation 

The NaTy confirms our opinion that Japan 
ia receiving al l the aviation gasoline aha 
wants rra. the u.s. The Navy'a report ia 
quite critical or the State Department ror 
freely l icensing thia material. 

The Navy believes Japan baa large etocka 
or tetraethyl lead and •boosters• . 

The Navy attaohea great importance to oil 
in Japan's intentions toward a southward 

1 
move. Since Japan 1e not aure that we will 
not eabargo oi l and s1noe ehe reara that 
the Netherlands &aet Ind1ee 'wells might be 
destroyed, Japan's POlley neceaear1ly i s 
to build up etooka. 

The Navy eetlmatea that Japan will need 41 
million barrel& per year 1n the major war. 

The Navy eat1matee Japaneae etocka, Decem­
ber 31, at 75 million barrele. This fig­
ure 1s subject to the same errore ae waa 
the August estimate or 74 million barrels. 
(We reel that the etooke are nearer to 
35 m1111on barrels). 

1111 . WHl TE 
Branch 2058 - Room 208 
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TREASURY DEPARTMENT 
89 

INTER 01"1'1CK COio41o4UNICAT10N 

DAH April 4, 1941 

TO Jj)•, White 

•• o.. lb'. UllJIIann 

Subjec~: llavy report on Japan's oil sitUAtion , 

1. 'l!le llavy completely confi.rms our previ ously expressed opinion that 
our ex;>ort control is ineffective in preventing Japan'• receiving 
aviat.ion casoline trom t.he United States . 

!'he report states: 

•The ironic fact is that Japanese purchases of Un1 ted States 
aviat ion gasoline (that is, tuel adlll1 ttedly ! or use in Japanese 
, lanos) increased 550 per cent in the tivG monthe atter the 
1e .. \>arg0 1 took effect as C0111P&r8d nth purchases iiitlie five 

1110nt M preceding. - - - -

"Insofar as the Controls Divis ion of the Unl.ted States De­
part.nlont of State haa freely licensed for export to Japan, base 
stocks up t o 78 octane c ount, i t 1e not surprising to find that 
Japanese spokestnen have openly boasted that the Japanese supplies 
of United States aviation gasoline have not been decreased in the 
slijshtest degree by the so-called ' embargo•. - - - -

•It the purpose of the lieeMin8 .,..tea is to liait the ex­
par~ to Japan of aviati on gasoline, it has clearly failed in it• 
purpose• . 

Coaoent : '!'he llavy figure on shi~nta or aviation quall.t;y fuel 
is greatly underestimated . Ita conclusion 1a based on shipments 
or 450,000 barrels in the five monthe following the initial ex­
port control - - probably using otticial statbtics as a source. 
Actually, allliOst 3 million barrel s of hieh octane gasol ine were 
l i censed and shipped in the six months f ollowing the President's 
proclamation. 

2, Naval information indicates large Japanese stocks of "boostere• 
nnd tetraethyl lead nth which Je,pan can raise ~lie quality of 
inferior crades - - either by re-running or blending. 
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- 2 -
Dl. ftaion ot llooetary 

Research 

) . The Ha..y attaches great iloportance to oll i n Japan's intentions 
toward a eoutlnrard 1110ve. It olal.lu that Japan JaWit teal ecn­
Cident of one of three possibilities bofore it moves South• 

(a) It must feel sure that t he United States will not 
embargo oll, or 

(b ) It must be assured that it can s..aediately eei "" 
adequate supplies i n captured territory, or 

(e ) It IIWit have stocks adequate for an indefin1te 
period. 

Since Japan is not confident of asa~~~~ption (a) or (b), fearing 
deati'\ICtion of Dutch wells in case ot attack, bar wbole policy 
is based on (c), building up stocks. 

4 . The Na..y estill& tea that Japan wUJ. need 4l lldllion barrels per 
year in a major war: 

10 mUUon barrels• civilian uses 
31 mUUon barrels: military usee. 

; . The Na..y estimates that Japanese stocks at the end of December 
amounted to 75. 5 mUUon barrels, an increaae of 1 .; mUUon 
since .lupst. This new Navy cetilllata ia subject to tbe •­
errors u the .lupst report, c._nted on in our _,rand,. ot 
Septeoober 19. 

lie eotilllate that Japanese atoeka at the end of Januaxy ..,un~ 
to betnen JJ and 35 111ll1on, which represented an increase o! 
2 .8 .U.Uon in tbe last six .ontha. leu will recall that in 
Jul,y, -.. estilllated Japanese stocks to be between )0 and 32 llil­
llon barrels with which figure Standard Oil Company and British 
oll Qperts were in substantial. acr-nt. 

6. The Navy eati.aates total a.aunt carryina capacity of Japanese 
tankers (Japan - Calltornia) at 39.7 mUllen barrels . 
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April 4, 1941 

.... White 

1r. laurok 

Subjtc\1 The Porta ot Baara and Banda.r Sbabpur on tbe Peraian Gulf 

l. but. 

The port 1a 80 llilea up a rinr troa the Peraian Gulf. fbere are 
toro bara 1n t he rinr, but the ~ed channel will telce ••oelo up to 
20 ttlt 6 i nchea a\ low water. ,. ria• and ran or the tide •arita 
tr- 4 rt~t. to 8 r .. t. !be when•, wbicb are 41 000 fMt lOJl&

1 
take 

1w-ra or urr len&th, a1ld up to 26 teet drau&ht at. l ow water. 

Sura 1a equipped witb all tba cuat.oaerr IOOdern carao bandlin& 
droc... fbe u1D llbarraa are .. r.ed bJ l S tranlin& c..- baTin& 
up to 8 tone capacity. !lic-e 1a a tloatinc aelt-propelled ·­
crane capable ot Uttinc 25 to,. at a 65 t oot radiua and a tloat.inc 
t\au t btlrloca wbicb cUI lltt. 60 tone at a radiua ot )5 r .. t.. 
Core••• CUI tleo he loaded Uld diacbarced i n the atreu. 

The port hae poweri'\ll tuco and a eull n .. t. ot ateol barcaa 
and pont.oona. Alople abed acc~t.ion 1a available for etorac• ot 
carco11. It ie eet.t..t.t<l tba warebou••• can acc~te up tc 
120,000 tone. fbere are raUw~ a1d1Dp on tht wbarTet wbicb connect 
with the Ir._ Jlailwa:r &)'It•. 

2. llnclar Sbehplf 

Tb1a recentl7 denloped port 1a SO llil.ea tree tha Per nan Gulf, 
The cbamel will telce abipa drlwine up to 20 fMt at low water and 
u.p to 29-1/2 f"t. at bi&h water. 1!le phr at Bandar lllltbpar, at 
low water, will talte a abip alonpide that dr- up \o 25 f .. t. 

The pier it )SO f•t lone. fbere are a nuaher of 11&hte,.. 
n&llable for the unloed.inc of ebipa U the dock it alre~ occupied. 

Carco can he unloaded at the pier with ebip'• tackle directl7 
i nto raUroed care . fbere 1a a 10 ton t.rnelina crane anilable. 
Tho port baa recent17 acquired a 6,500 ten noat1n1 dock. 

Fbe 4,000 and 5,000 ton Qerun abipa ban been at anchor in 
tha port aince the war beiUI. 
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TREASURY DEPARTMENT 94 

~ 1Nnlt.OI'1'1CK COMMUNICATION 

.... IIJ' • Oo ohr&ll 

STRICTLY CONFIDEN TIAL 
Whoa tho 8ooratal'1 aakad .. :ruhrdq atteraoc11 111 b.la ottlee a a ~o vbather 

111, S\ato l)epartaellt aa111•a1ne4 oo11nlatea at J ura llll4 ou other port 011 tha 

Pmllll Olllt, I repUM 111 tha DepUTe. I t\ah4 •hat we 0110e 11&111\aiBK aa 

otfleo at B~&ra, l!Gt •ha• - ~· &114 the other por t ara 111ela4M 111 the lltcMM 

4htrlct • .l.t •he Sac:retal'1' • reqant I apob rt•b Ll_t_t lkftlla &114 Mr. r..relt 

a roprd t o the lac:retal'11 t 111tareet 111 o'otalal&e 4ata with reepeet t o the porta 

tD4 !aclllUtt at the head ot tlla Perelaa Ck&lt . Xr. Xaloarelt told .. that haW 

alroa41 o'btalu4 troa ~e traaeportaUo11 D1rtt1o11 of \be Bveaa ot l'ore1111 &114 

DoMtUo a-ret all .l.aerl- Co11o1>1ar reporh 011 the two porto 111 q..,.at1o11, llll4 

llWitt the 4&\a oo11•a1ne4 there111 will be .A~ll&te . I \old Mr . '-arck that if UIJ~Uc 

! 111'\ber vu r~HCl I wo..U be c1a4 h ...,. a pereoaal laqll117 of •- ot wq- col­

leecao• 1A ~ Deparble11t td state *" haft aenM 111 ~. lear I&U, &114 1t ..... ...,. 

ui the llepubleat ot stat e t o aea4 a ca\l.M 1111\?IICUoa to !acM,.. ~,..ati.Ac tlla 

4ata. 
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!'"' .a. Qet;reet.pp 

,_ --••• Spare P&rt.s tor 200 hbeT -\&fact....U.. eo. t 61,1113.20 
....... 

Huber Rollers y .. -...q ... 1'10 11~ !V lettl• ~ St.el llorka ao,7so.oo Yes ~ • . 
' we• 80 D1eNl Drl .... Bit.. l' 

hdiUe 111Dr• Uld ~ r-.w I1"ClD 11ora 208,)76.80 I N ~ 

,..w ... a ou l1Nd st.e a..w. 1111w Jlalltao1111r1Ac eo . )6,)80.00 IN 
B..q 

... uo s-. er.un ..s 01-" I1"ClD 1lorlla 

•JiliN ,..w Ul4 •• 15 C!eippl'll Clnal&W. IIUr Jlautac1111r1Ac Co. 423,S06.16 IN .... 
Ul4 8pRe pu"t8 

~- ~'\0 . ~ c.. ... ".""&• .. , ~.ill: . .,. 6 IL~ DUt;rUoQW. I, D.~ Co • 1il, Ill QO 'thl~l - I• ._, .. ~ Dbnl Drina l'o1"tAhl• ~~- t93S, 3S6.16 .uz 0 ; uean 1·+1=-rt CorporaUGD 108,2so.oo I• .... 
\...., )2 !noW1I -u Gr..s.r. C.terpillaZ' 'fftctor Co. 2S0,249o4) , ... .f; .. ...., 

n f'njlhqS,,.,.. LaPlaDt.-Cbo&w u,. eo. S4,774-'76 '16$ 
.,..., 

22 Bon.-. - a. 0. Ldoiii'DMil lAc. 129 ,aoe • .n '1o>!F ·B..q l e Bilow• 
.)2 CoDtrol 11111t8 

-
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pgpj lg1l11ps :Jepj " 99at4· 

l3 Tractor• 
2 n ..... UDc Graden 
2 llo&4 Gradan 
2 llotar Patrol Qra48ra 

l8 no.1llc Barron 

12 .. ter 'fulr:ll 
(1,000 pll.) 

12 J'oar ••1 !nil~~r~~ 

Csmtractora 

CaterpUl.ar Tractor eo. 

11-. Plow Co. 

a.r loo4 Iaduatri• IJIO. 

lloprl aro.. Corp. 

WU11Mtte JCreter Co. 

CaterpU.lar !rutozo Co. 

l8 lb"* "a ¥'.....,_ Wla~te lite. eo. 
IIM4 Jai)dtn1 ~\ toW 

~,rm n. at- IISa&1e 
laa!Dn ontoa IC\\IIIIIMrCIIIIIIJ 

250,0fX) ft. ate ., . .,. 
laa!Dn Co\'- ......... Corp. 

50,000 n. at- Siall• 
laaa\ ontoa as. telroM4 lroa. lbabbezo Co. 

$113,987.99 

8,824.00 

4,S60.00 

ll,582.Q4 

29,521).00 

128,124.5() 

IZLO,ooo.oo 

rt,5QO.OO 

17,5()0.00 

v~ 
ec-s...._~ I ,. 
n a.r .c. 

,,.) ..:J: 

'! .. .1: 

't.o ~ 

Yet~ 

'/n ~ 

YO'\~ 

r• 

Y• 

J15,ooo.oo Y• 

....... ....... 
.... .... .... 
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Spe.re Parta 

'10 Banw-. wltll ._.,_ . , ...... 
l.W. li''IP•'-•*-

C ,ooo,._.. 

Cat.rplll.&r '!r&ctor Co. 

Ol1ftl' rara ~\eo. 
krtnJ tgnl W' st.t 

All.1a .,,,...,.. ~r1• eo . 

11= J c''• llol.1u JlaRit 
~~\Co. 

lana. C.\no1on 

'J'1 ,358.00 

85,178.73 

!rd'P 
o..r.l •w. Ouw ... 

v. s. llilaiMr C 1 f 40,125.00 

-MAL 
._. ....w .....,. - u .order tw -t.lila ot v. s. -v.cu 
._. -w llo\ ...._., nq111n tw·tr iat-Uaa. 

·­~---~ ·-ru by B.P.C. 
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Umllll•IIAIIY, 

WAI MI IIcmlll, D.C. 

Apri l 4 t h , 1941, 

f.!'rsonal and aaoret. 

The Honourable 

near wr. Secretary, 

I enclose herein tor your 

personal and secret information a copy 

or the latest report received from 

London on the military situation. 

Believe me, 

Deer Wr. Secretary, 

Very sincerely yours, 

Henry llor&enthau, Jr. , 

Uni ted States Treaeur7, 

Waehin&ton, D. c. 
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1. I!!!!· Re4 a ... 
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6 , lew-\ e1 Oel'lao 'l'POOpa -..eta TulfO&la'flaa 
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7. Ropl A1f P!ln!· A.Prll let, llnan &--\• 

,...lll-..... e4 ad 4 • ...,. naftl trewhre aUankecl ottt 
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tc., a'ul - ..,...,..,, Mip l en oo.ple\al7 ... 1ope4 1a ..... ,._ \l!eM •114 o \l!er o,.re\lone , oae ot -

elN...n 111• •1••· 

a. np\ o1 lleNII. .)0&1>-l arob lh\ . 

b•becl doeu a\ 'tl'lpoll aod a eonw07 5 111lea o"\tlde the 

btrliCIOU' Wl \11 pOCl tf'tee\, 
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'!'be information contained in this aeries of bulletins 
will be restricted to i te11111 from officiel oourcea whicb are 
reaaonabl.T confirmed, . 

'l'bia cl.ocUID8nt ie being given an approved cl.ietribution, 
and no acl.cl.itional copies are available in tbe l4111t&rf Ill­
tel.lipnce Divi,don, For provisions governing ita reproduc­
tion eee Letter t.t.G 350.05 II,I,D, (9-19-40) 11-~. 

BRITISH !iOfl'e'! Oil GElj!W! POLICE. Sp!H'P.!'W!I FORCES I 

AIID UBOR SERVICES 

SCJ!.!J!!Z 

'l'bie bulletin ie baaed upon Wormtion prepared. 1>7 
a high Britiab official source in June, 1940, 
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l , TRE POLICE PI!OP!R 

a. General 

.lll police now come under the control of Depart..,nt 
III of the combined Reich and Pruaaian Home Office, The present 
head of the police 1a also head of tho Schutz Stattel. descri bed 
in Paragraph 3&, and hes the title of Reichot'I\Juyr lW!... und Cbet 
~ Deutacben Polizei , 

'!'he police proper aro divided ae rouowe: 

(l) Constabulary (Ordnungepolizoi) 

(a) Town Constabulary (Scbut!J)()lizei) 

(b) !!ural Gcnetabulary (Gendar..,rie and 
Landiagerei) 

(2) Security Police (Sicherheitapolizei) 

(a) Secret Stato Police (Oeheilll6 Staatspolizei) 

(b) Criminal Police (Krimina.l::J?olizei) 

(3) Technicel Emergency Corpe (Techniacbe Nothilte) 

The co111118lld of all constabulary is vested 1n a general. 
et polioe; the aecuri ty police co"" under a eenior ottice of the 
Schutz Steffel, 

Police otticere aro tiret trained at one ot the Junker 
achoola or the Schutz start .. l, which are loeeted at Brunswick and 
Bad Tolz, and then at one or the police otricera 1 schools which 
are located at Xopenick, near llarl1n, and at PUratenteldbrucl<, 
near llunich, 

b , Notes on Branches 

(l) Conatah•l ar:y (Ordn!llii!IIOOlisei} 

(a ) Town Conata))ulary (Schutapolizei) - The 
constabulary performs ordinary petrol and tratfio control duties 
and i a generally responsible for public order. '!'he per eomel, 
who receive a certain IUIOUilt of military training, are armed with 
ritlea, bayoneta, pistole, and light uohina guns, '!'hey aro 
thus able to d..U. with civil disturbance without aaaiatanoe trca 
the Arll::r. 

CONPTJmUL 
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Tbe organi~tion of the constabular7 is not at presant 
definitely known, but it ia probable thD.t their Bereitachatten. 
which correspond to colllpii.J\iea, aro grouped into higher roroationa 
1cnown as Kommanclos and Jpspektionen, 

At present, candidates for e nt ry into tho constabulary 
IIUSt be between t ho ages of 20 and 25 and must hsvo oorvod at 
least two yaare in thG Army or dth tho permanently embodied 
Schutz Steffel , In the futuro, it io hepod that conditions 
d ll pormit recruiting only from tho latter , 

(b) Rural Constebulacy (Cendarmerie and 
Lo.ndlaAAroi) - The duties of tho rural constabulary correspond 
to those of the county police in Croo.t Britain. 

The 1110torized brMch of this force is organ­
ilod into 1.2 companies (llereitscharten), which are widely distri­
buted over t he whole co~mtry and are responsible for the super­
vision of traffic on cain roods . 

It is prot:e.ble that tho non.-torized branch 
is organized in a similar way, 

1.03 

(2) SecuritY Police (Sichorheitspolizei) 

(a) Secret State Police (Ceheime Steatspolizei) -
Tho Secrot State Police is the most r otit'ill(l of o.ll police organ­
izations in Gormnny, but it is equally the moot important and 
affectivo. I t has many ramifications, and its activities, like 
those of tho oquivalent organization in the U.s.s.R., per meate 
the life of tho whole nation , All its members also belong t o the 
Schutz Stoffel , 

This organization is responsibla for counter­
ing any 110veaent subversive to the present regiliiB, !IDd wit.'> this 
object in vi.,.., it keeps a constant watch on fonoer ..,mbers of 
the Socialist and ColilaUDist parties and other political suspects, 
as well as on the constabulary, tho r ank and tilo of the National 
Socialist Party, and indeed on the whole population. I t alao 
deals with ell cases of high treason and espionage and ensures 
socrooy regarding military affairs , Members of t his organi~tion 
supervise all industrial enterprise~~ and observe tb.a progress 
realized or tba resis tance encountered in t ho adaptation of 
National Socialist ideas , FurtheJ·, tho Secret State Police watch 
all oorreopondenco to and from torei cn countries , confiscate 
literatU>•e hostilo to the state or tho party, and take action, 
whoro possible, against tbe persons ooncornod , 
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(b) 
The criminal police are 
and detection or ori~o . 

CONPID~UL 

CriminAl Police (Kriminal-polizei ) -
oolely coneet·ned with tho provont.ion 

They do not wear uni!orm, 

(3) Tochnicol E..,rgeney Corp• (Tochnisehe 
Nothilfe) - Aecordina to a law pacsed in llarch, 1939, the 
existing patriotic voluntary organization called the Techniecho 
/iothilfe wu llquil\ated, but i t is still referred to by ito old 
nue, frequently al,breviated to Teno. The orgnnization now 
boco..es an awcil!lu·y police force (,!1lte.!l2!1!!!!) 1 subordinated 
to the !!inistry or tho Interior. It. eo,•;lnuea to provide 
essential servie~~ durinc strikes and cua&pris•:s at least 
150,000 men qualified to den! ni th ke.f oo1 "i•oo, aucb as power, 
light, and water, ~la.ny of ita men !lave S)Jaoi:tlized training in 
tiro fight ing and gas decontamination . Its nelfor and more 
pronounced function is thet of passh·e defep•o, Unit s are dis­
tributed throughout the cities, the most 1.-JA>l' tnnt industriel 
centers , and the principal traffic junctions. Apparently they 
are also being used in 8l'li\Y rear ereas nhero their services are 
required to rebuild d&ID8god buildings, bridges, and other 
structures, thus fl'ee1ng 8l'li\Y engineers , 

2, SPECIAL BO!!XCUARD TROOPS 

This is a cor.>posite regiment conaisting of carefully 
selected personnel from unita all over Germany, Formed to pro­
vide guards for the !.linistry of Defense and eleenhore 1n Berlin 
and Vienna, it consists of a headquarters company which includes 
a signal section e.nd three battalions at Berlin, and one bet­
tallon - the Vienna Guard (liaeh) bettalion - at Vienna . The 
unit, fully IDOtorizod

1 
is under coll:C&.nd of the Garrison Cocman­

dant of Ber lin. It participated 1n the <>perations 1n Prance in 
1940. 

b , Guard Battalion of the Air Force 

104. 

This is the corresponding unit i n the Air Force to 
the Greater Germany Infantry Regiment, It guards the Air Ministry. 

c , Leibstandarte Adolf Hitler 

This unit, the 004rest equivalent of which is a reg1118nt, 
belongs to the pel'll&llontly embodied Schutz Staffel , It was 
orig1nally formed in 1933 to act as the Fiihrer'e bodyguard; it 
finds guards for important government bcild1nca and for Hitler' • 
residences. Since the •ar 1 t has also been engaged on purely 
111111tary service in Poland and in the Weet , 

CONFIDENTIAL 
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Ita strength and organization ia believed to be s1ailo.r 
to tb&t or an infantry rogl.J::ent. In addition, it baa ito own 
artillery and ar110red car sections , aa 11ell ae 1110.chlne gun and 
ootorcycl o rille companiee . The regiMnt ie wbo~ aechanbed 
with ita oom service trnnsport . 

d. Regilll9nt General Goering 

105 

This unit takes its name from tho spocinl Dilitnrized 
police roginent raised origi~ by Goering in the early years 
or tho ND.zi movement. It is now an antiaircrs!t regiment com­
poaod or throe battalions, the third being a searchlight battsllon. 

o. Rerloent Sturm Abtcilungon Standarts Feldherrnballe 

This unit was a part or tho stora detachmonta des­
cribed 1n Paragraph 3b. It consisted or ruu-tille araod 1hL. 
.. n trained in specisl military courseo. Yo~mg Geraans !rom the 
~ or the Hitler Jugend, described in Paracrapb 6, al.ght per­
fora their military service in this regiment. Cnndidates bad to 
bo botlleen the ages of 18 and 25 and had to sorve !or a lllinillllD 
period Of three years 1 aS Opposed to the t110 ye&r8 in the ~ o 

Entrants had to prove that they had had already eix months' 
training in the §...!...and at least one year 1n the llitler Jugend. 

It is beli eved that tho regiment oonsioted of seven 
battalions (Sturrnbanne) , each composed of four to six colllpSnies 
(~), but that most of its men have ooen drs!tod into the 
93rd Division or the perechuto rifle rogimonte . 

) . SEMI-MILITARY AND POL!'r!CAL OnGAIIIZATIONS 

a . Schutz Sts!fol (S , S , ) 

The Schutz Sts!fel is cocpoaed oi good National 
Socialiata, picked tor their mental and peyaical. qualities . 

The primary function of tbia organisation is to ensure 
internal security. In war s01118 pei'IIOJlant 2.&.. units JII11Y be re­
tained in the home country in order to prevent strikes and aup­
preaa &IV move..,nt directed against tho regime . 

The total strength of the 2.&.. is about 200,000. It 
is ccmpoaed of the following: 

(1) Ordinsrv s .s. Units 

Ordinary 2.§..._ uni ta are organized 1n fourteen 
regional groupe known as Oberebechnitta which correspond to the 
'llehr!creiso. 'lbese groups are sub-Civided, in turn, into 
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Abeehnitte and Reiterabschnitte , both largo CoraUon.s; Standarten, 
ropacnte; Sturmbanne, battalions; Hundortechaft<!n, cocpanies, otc , 
such foriOiltionn were not permanently e•bodied in peaceti ... , but 
thor carried on training frequently on wook ends and in the evening, 
'!'he mlln wore UMrl:lOd except Cor do.ggero and perhape pistols . It is 
not knolfn exactly to who. t extent the war ho.a brought permanent 
ombodilllOnt 111ld increased arma1110nt to ordinllr)' ~units. 

( 2) Permnent EmboC:i!ld an< 111 itnri2ed S S Units 
WaJ:fen S ,S 

These units consist of tho Vortugungstruwo, whose 
troops 11ro pert of neither the police nor tho Al"II\Y , As their nemo 
iJ:>plias. they arc enti:'ely at t.'le disposal or the r'll.hrer. 

Apart f r om tho. Leibstandart<! Adolf Hitler, these 
units are organized in three regi1110nta as follow•• 

The s.s. Standarta !io, 1 Deutschland; 

The s ,s . Standarte t:o , 2 Cemania; 

The S.S. Standarte !!2....1. Der FUhr er, 

Each regi ment , consioting of three battalions, is 
organized, arced , and equipped in exactly the Ga"'e 11o.y as 11 
motorizod infantry regioont of the normal typo , The regi~t~ents 
form a separate motorized infantry division, knoM ao the S .s , 
Vortugungsdivioion, with its own rcconnaicsance antitank, 
pionoor, and other subordinate Wlito , An S ,S, nrtillory regiment 
has also been formed, 

Service 1n the ~ VerCUsunf!!trupP" is for a 
ll1nawa period of four years, the ;1rst tllo of which ere equiv­
alent to the co"'P"lsory military ae1-vice , Wen 17ho ho.ve already 
scrvod 1n the fighting services are ineligible. 

Recent exper ience shows t!lat the S,S, Verf'Uf!ll-'lgs­
division is to be considered 1n every way the equivalent of a 
reiUlar motorized infantry division. 

The ~ TotenkopfverbandA ~riginetod as concen­
tration camp cuards, and a proportion of them nl'e still employed 
in this capacity, armed as infantry and livinc i n barracks . 
Before the war there wom four named Totonkopfstondarten - t he 
Brandenburg, the Ober ho.)'ern, the Ootmark and tbe Thuringen: t o 
those have been added two fUrther Stondarton 1n Moravia and 
Poland , renpeotively, Before the war, a Totcnkopfstondarw 
nlllllbarad approximately 1,000 men , 

CONFIIE!rJ'UL 
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A Totenkopfdiviaion co•poaod or three regillents 
hu boon created since the t1ar , Thoro io abo a Totenkopt 
Artillery Regiment, and Totenkopfverbende non-diviaioll41 regi-
80nto have boon noted, 

In addition to these militarized S,S. forces, 
two new police f ormations , as follows, oro being used for semi­
~111 tory and mill tory purposes: 

The s .s . Polize1- Boforo tho wnr therq existed 
in tho J.oraer towns units of police qunrtorod 1n berrncks nnd 
organized ~n sem1-mili tary lineo , Since tho ""'r a large number 
of now police units have been croatod , thoir fUnction being to 
m~~intain low and order 1n occupied terri tory nnd thus release 
troops for service elsewhere , 

Recently the existence or a non-ctetorizod 
Polboidivision has been establiohod, Ita peroonnel is drawn 
troD the Schutzpolizei , Ordnungspolizoi , etc, 

:i07 

The Hilfspolizei - This body of auxiliary police 
was employed for the first time in tho Poliah cnmpaign nnd was 
given the task of cleaning up beck aroae in Polond , The uniform 
worn is that of the regulor German police , 

(J) S ,S . Reserve (S,S , StaMnnbteilungen) 

This unit consisto of mon who are unfit to con­
tinuo carrying out the normal dutieo of tho S.S, 

(4) S ,S, Air Pilots (Fliogortruppo) 

S,S, air units have olso been formed , These units 
arc kept entirely separate from the Air ~·oreo, nnd are provided 
with opecial aerodroaes , Personnel 1a recruited minl)' frOlll the 
.!!!lli.!: .Tugend nnd fl'Cil groups or men who have co..-pleted their 
conscript oervicq, 

( 5) s.s. Fifth ColUJ:II\ 

A section of the ~ deals with Fifth Colucn 
aotivitioa , Its duties are to organize and corry out subversive 
activities in enemy or pctentinl enemy countries by acts of 
terror nnd sabotage , It also conducts liaison between invading 
rorceo and Corman minorities or emiare elements in those coWttries , 

b , Storm Detnchments (Sturm Abtoilungen) 

Apart from the §..A.. Standarte FAldorrnhnlle described 
1n Poracraph 2e, sto= detachment• oonaio t of the following : 
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Active S.A, - ..en from 18 tc 35; 

§.,.!... Reserve I - cen l'ro11 35 tc 1,5; 

S .A, Reserve II- mon over 45 , 

Storm detachments are divided i nto twenty-one groups , 
which, in turn , are subdi vided into llrierulon, Stendarten, e t c , 
Momboru of these orgnni zaUono train on t"o or t hroe evenings 
each ~eck and during many 1mek ends . Tho:f ON> armed o~ '111 th 
dirks , ~~nd, in certain opccial caseo , piotolo , Since the out­
break of war the Clll jor i ty of mcmbero have prcCWllllbly been ab­
scrbcd into the Army, 

c , S,A, Organizations for Pre41ilite.rx Post-llilitary 
Training 

108 

In January, 1939, tho responsibility for pre--oilitary 
and post-military t r aining was plcced in the hands of the S ,A, 
The Chief of Staff of the §.,.!... ia to cooperate closely with heads 
or tho fichting services as rccar<ls s tencbrds to be attained s.nd 
oilllilar details , but all e::ecutive arransomonte. are loft entirely 
in the hands of the S ,A, Sopera ta dofcnso detachments (Wehrmann­
schaften) have bee n created for tho AI'1•1Y, Air Force , and Navy, 
but personnel belon~ing to tho flying branch of tho Air Force 
will r eceive post- mi litary t raining undor the Nntionaloozialistisches 
uiogor !\m or N,S , F,K,, discnsood in Pnt•ngraph 3f, It i s 

liovod that each S .A. company containn ono Ol' more defense de­
tecluncnto, o.nd each detnchment men of t ho aamo arm of the ser vice . 
These l'lchroannschaften are now oneagod entirely in preparing §..!.. 
men to teko their places at the i'r ont, Training which comprises 
ohooting, scouting, cap-malcing and reading, compsss-reading, band 
grenade throwing , bayonet practice, and ordinary drill is carried 
out fer a period of t!:>.ree mnths and 1o ealculeted to tako a great 
daal of work off the lll"lV inst ruetora 1 hands. 

To ensure the cost intiu.to cooperation between the 
Aroy and defense detac:IDOnto, a reorganization of the S.A, has 
been in progress . Areae of S ,A formations and units correspond 
to nreaa of military d i str ict.'i:Wehrbezirks Ko01!11llldos) and their 
subdist;iots (Wehr meldeamter ) , S .A, formation:l carry on their 
shoulder straps the s~c col or an Ar~ units to denote arm of 
service . 

As regards pre-military training , all members of tho 
Hi tlor Jugend start t r aining for tho 11tlili tory Sports Badge" 
upon attaining t heir 17th birthday, This , tho no-called volun-
tary part of their tra ir.ing, consis ts of military athletic exercises . 
All ceo of the classes of 1900-1913 who have served nine cor. ~hs or 
loss aust also qualify for this badge . 
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As regards post-Uitary ~raining, o.ll 110n leaving the 
eolol'tl and going to the reserve are obliged to talco part, 'l'l'tl.in­
lng ocrUJista or a •1oluntary and an obll&atory ei<:e . The former 
implies qualifyine for the "IJill tary Sports lladso , • with condi­
tione varied nccording to ago, at stated intarvnla , The object 
or tho obli&atory part is to ensure that tho roacrvist re~ins 
c;~pablo and wllling to bear aros . Tho curricul.Uill includes 
phyBicol troining, military training - including muaketry -
toctical oxorcl.soa, a nd political 1notruct1on. 

I t should be noted thn t thia train ina in addi tionnl to 
normal rosorve train1.ng with tho activo for coo . · 

Obviouo advantages accruo both to the Aroy and to the 
party by those arrange,,.,nts . The Anny has ita reservists kept 
phyaic:llly fit and in touch with current military matters; the 
party Is sure that every physically fit an in the country auto­
CIOitically joins it, 

109 

d . National Socialist lolotor Co llationalsozialistlschos 
Krnrtfal!rer Korns or r;,s .K.K. 

From the Army's point of view, a most important part 
of tho National Socialist ¢rgnnizntion is the National Socialist 
Motor Corps. This is designed tor tho follo~1ng purposes : 

To trsi n as dr ivers and mechanics men who a re 
destined to join oocho.nizod tm1ts of t he /.rmy; 

To provide personnel required for the rearward 
services o~ tho Ar1uy 1n \"tar; 

To cooporsta vith military nuthor1tics in carry­
ing out trials of roochanical tr3nspor t so as 
to influence oanufacturers 1n putting on the 
=rket standard types suited for Aroy use; 

To orga:uze cross-country driving cO<>potition in 
which Arr"'f personnel, drivlnc aroy vehicles, 
are &Qong the coopotitors; 

To make the German no.tion mechanically minded . 

Germany is divided into fivo OborRruPOOn - the tlorth , 
tho South, tho East , the :7ost, and tho lliddlo . Each of theoe 
larce units is subdivided into n varying number of motor Gruppen 
consioting of a numbor of reg!monts, b1tt~l1ons, and companies , 

As one object of tho N,S,K.K , io to produce large 
n\lllbors cf expert cr oso-country drivers and IIICCMnics , the bull< nr 
training 1n tho organization is carried out with this and 1n view, 
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Tho !I .S .K. K. has, in addition to t.hrco min state schools 
24 llotoreportschule where courses ar• hold varying in length fTc• ' 
nve "ooka to thr<lo months , Tha average nwabor or pupils at ea ch 
course in .300. A large number of men havo paor,od throuth theoe 
schools , and a recent estimate of tho atronrrth of tho N.S . K. K, 
io nolC a million men. 

In addition t o t hose a bout to porfom ~heir mili tary 
service - t hat J.s , men f rom 18 up - tho y .S . K. K, accepts members 
ot tho motorized sect i on of t ho Hi tlor Youth J.<t tl•o ago of 16, 
As it 1D calculated that t :1er<l aro OOI:lO 1001000 ncmboro of t he 
motor aaction of the Hitler YouC>, it in clear that tho N.S. K. K. 
plays a very imP?r taJ>t pert in tho traininc of Get·l:lany' s fut ure 
soldiers . All t.'>nse pas sin;:; through the schools ar o 1n fact 
well fitted to enter the motor ized units or the Army. 

It is believed t:.&t each ochool 1o orgar.ized into a 
cotorcyclo ocction , a ootor car section, and a lorry section, 
and t.l&t on concluaion of the course each student obtains a 
certif1cato of qaalificati on for a driving liconso ~or the class 
or vehicle with which be hao been workinr,, 

Somo rc~ or the ve~.iclcs or t his organiza tion ac tually 
belong to units , but the majority aro o:lthor privately O'flned by 
Mmbora or aro the pr oper t y oi: motor .fires and oarmnrked for use 
with tho N,S,K,K, . 

ln View or thB divc r vity o£ SOt•rCOS from which vehi cl es 
arc drawn , it is i oposs ibl c to achieve uniformi t y; nevertheless , 
in order to provide as mony col.IL""lS ao possible trith the saoe 
typo of ve~icle to bo t r Ms ;orted, coop11nios in certain parts of 
Gorn:.:lny are obliged t o une ztandard typca . 

nte rurcly cilit.D.ry activitioa or the N.S. K . K. are under­
taken by ita defense units {llohrstatfcln) . Candidates have to 
Wl<lcra:o shooting and .Ulit.D.ry e.<orciscs as laid down for the S. A. 
detachments, which include carchos , cusketry, hand grenade drill, 
"""11 boro shooting, and the like. This pre-clilite.ry traini.ng 
eonsiote of courses lasting three months . 

In addition, the N,S . K,K, has boon ~de roapons ible f~r 
t rotrie arrangements i n Geroany , a nd a Tr affic Training Service 
{Verkehr sorziehtmgsdienst) has been croated. As i ts name implies, 
it tra ins personnel s pecial ly to c"eal wi th t r 11ffic pr obl erns , and to 
oneoura go in a goncral way the devolopmont of road sense in tho 
Gern>o.n citizen . !'i.nally , t he N ,S , K, K, alno incl udes i n i ts organ­
izati,n pi~neer comoanie s , and motor boat formations (Mot or boat 
Stondnr tcn) . · 
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e . National Socialist l'eunt.ecl Co 
aosiallstischcs P~iter~or 

Tho National Socialiot IJounted Corpn bas t wo fUnctions: 

( 1) To train young men to tho otandsrd of cavalry 
recruits or Gi.X tro~ths ' servi ce boforo tho:t join the Army; a CIQJ1 

who ni ohoo to join a mo•m~ed nrm of tho so~ do.., bas n01f to be in 
poDSOUDiOn 0£ l\ \:Ol'tificc.tc from thiS orgat~]'1.C..\.10n l)efore he is 
a coopted; 

( ::.) To er.'lb.le e:< -sole' i ore cf nou'lted units to 
proctico tftoir rid~ng a;:te•· loflnr~ t.hu co.l.~ro , 

r. .!l!!,_<_'l".LS_<::.l.£1 !:~t. rl\1n'L!!<.:l-.!!.J.!!:~t !g_nal­
soz..:.al i.!s t._;_scht!s rl \ee'H Kol'fJ or ~.3. ~ , K.) 

Its fUnctions a re : 

111 

(1) By traininc lArco Dltl:lbors of yo•mg l!len as 
pilots , obsorver3, wirel~ss cocra~ro , nnd ""'chanics , to sliopllfy 
tho Air !.!inistry' s task in selcctin!! tho """t suitable men f~r the 
Air Force; 

(2) To promote airoin<lodnoso among t he ci villan 
p?pulAtion ; 

(3) To continuo tho nir tr:~ining of men Vlho have 
sorvod in the Air t'orce <>r undcrgono in3tntr.tion i n tho air 
section of the Hitler Xouth t r former a ir organizations . 

4 , RIFlE CLUBS 

Before the lla tional Socialist Po.rty' ~ accession tn 
p?IIOr, a large n11:1ber of r1no clubs 'tferc in existence in all 
parts of the country . !.lost or thece bavo now disappeared, but 
shGOtina with service r ifl es or soall caliber ueap<'ns is prac­
ticed syatcllofltically in the ex-soldiers ' associat ion discussed 
in Po.ragrnph 7; and to sore extent in cnny of the se!rl-:Uli tory 
crc~tnizat.ions, nnd in the H11t1onaliat Socialist youth organiza­
tions discussed in Paragraph 6a. 

5. WOH'£N 'S OllGANIZATICNS 

Apar t f r om tho Bund Peutschor ~~dol, diocusscd in 
ParnBrnph 6b, t he nomen' a Labo•· Service, and a nuraln6 associa­
tion, thoro aro no women ' s organi2ntinns i n Corn~ny . The 
NaLional Socialist doctrine is thai. the plAce of 11omen i s i n 
tho home arul t heir participation in poli t ied nffnirs is not 
encourneed, Since the outbreak of wnr , hcmevor , noccn are re­
placing men in certain brancheo or industry, nnd in some cases 
wives nre boin~ trained to per forQ the peocotime work of their 
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hwsballd•i for exnaple, as postal <'IIJ>loycoa or as asricultlll'al 
workore. In addition, there aro uoaon ~•bera 1n the National 
Air Defense League . 

6. JUVENILE ORGA11IZATIOI.S 

"· ~ 
Tho National Socinliot youth or go.nizationo - Jungvolk 

for young boys and Hitler JuP,end for older boys - ho.ve n01t bo­
coce off1oinl, and membership is compulsory for German boys who 
havo no tro.co of Jewish hlood . Conoeq:1~ntly , from the ago of 
ton until their military s"rvico ia completod at about the age 
ot 22, tho malo youth of Cerme.ny is clmost continuslly under 
govorncaont influences, wt.icl: PI epcro it both "en tally and 
pllysically to be cood servants of tho stato. Tho·head of these 
organizat.i?ns , who io directly responsible to l!err Hitler, is 
known as tho State Youth I.cador , 

In AUG'-'St, 19:39, a far r eaching agrco...,nt was ""de to 
ensure close cooperati on between the 1!1tlor Jugend ond t he Arlly . 
Training is now carried out ill the closest collaboration with 
the Arii\Y• Instruction in all subjects of a military nature is 
given to the various detac:lll\ents in tho bo.rro.cks of the local 
n1litory authorities , Courses r.n,•o been nrrnn(;ed which bring 
the HHlor Jur:end l eaders together with roiJulat· units for t rain­
ing i n the use of ground, r econnnissanco , oignaling, and the 
like , in order to ensure unifor mity, 

112 

Training comprises shootin~ with cmnll caliber wea pons, 
dWlllllY bomb and hand grcnnde thra• in(l , Mrchinz, camouflage , mnp­
roading, antiaircraft protection, melting reports , scouting, and 
ain1lnr activities , Boyo of 16 and upwardo co.n specialize at 
one of the special iiitll!r ,Jugcnd cchooln, nhere thoy r eceive i n­
atrueti¢n in riding, en;;ineoring, sif~Daling, cross-country driviJli, 
and flying . Proficiency tests aro held froo tiJ:.e to tiM, and the 
results nro recorded in a llook w:1icil the boy retains until he joins 
the Labor Service, A large c:ajority cf tho boys a t tend canp for a 
fortnight or a 10onth during the su=or holidays , Here the disci­
pline is on n1.li tary lines . 

Pre-military training has developed during the last 
three yoaro . It was intended to train nn entire unnual class of 
550,000 boys in small- caliber rifle ohootine in the opring of 
1940. In 1939, 560, 000 boyo attended campu for training i n the 
uso of ground , In March 1940, the Army took over the pre-
mill tnry trAining of tho Hitler Jugond , and all. youths between 
tho ages of 16 and 18 must undergo thio training under Arr:ry 
direction . 
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Naval and air branches of the Hitler JUBend havo also 
been roraed. 

b. Girls 

The organization known as the Bund llcutschcr J.ladel 
correspondo to the !li tler Jugend o.nd includeo cirlo be tween the 
ages o£ 10 and 21, It is also subordinnto to tho State Youth 
LOader. Booides the usnal political training, tho ~irls are 
given i no truetion in housework and o.griculturo , 

7. EX~'50LDIERS' OP.GAI' IZATION (DE111SCHER Rl':lCHSKRIECERllUND-
Ji.YmlAUSER) -

Until J.!nreh 19;38, there wet·o t wo ex-ooldiors' associa­
tions . The first of these, known as tho Relcholo•iegcrbund­
Kyffllausor , was for gen who left the colora prior to 1922, and 
the :;oeond, known as tho Soldatenbund was for ex-.soldiors of the 
post-war aney . These two associations havo now been acalgru:atOO 
under the nace or the Nationalsozialistischer Deutseher Reichskrie­
rerbund-Kvffhauser . 

One or the object e or this orr,anization is to keep up 
the ex-ooldier ' s lllili tllry knO'<Ilcd(;c hy melll'\0 of compulsory weapon 
trai ninc, field ~raining , domonotrntiono, lectures , and occasion­
al porad~s . In nddition, these men undergo tt·3.ining when, as 
roscrvioto , they are recalled to tho colors for refresher courses , 

8, NATIONAL IJ,BOR SERVICE (R.'UCIISARREITSDIENST) 

Every young man is obliGed t o oot'VO a period in the 
National Labor Service before joini.ng tho Aney. Tho underlying 
idea is that, bY working together under tho so.me conditions , 
aocn drawn fro• all walks or ille and a.ll parte of Gcr~:~&ny will 
coce to know and respect each other , Train inc is also intended 
to harden the youth of the nation, to inculcate in the" a 
healthy dicciplinc , to oeke the" real i n t!toir co...on <'uty to 
tho stc>te , and generally to ClOld the11 into so.tbfacto:r-J mterial 
f~r tho Arey , i10pregnating Ulct1 at the same tiJie with National 
Socialist doctrines . 

Labor service is norms.lly performed during the year 
prior to thllt in which a mlln is called up fer bin military 
sorvioo , Usually men t ram the count ry join tho Labor Service in 
November and serve five months , while men from towno join in 
April and oorve seven montha , The udvantogo of this oyotem i s 
that men of the former ca tccory nre froo to return to their work 

113 

at home in the s•lmlller , uhon they arc required for work in the 
fields, while men of the latter category eon , during the last months 
or tho1r lnbor service , also be employed in helping with the harveut . 
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lleabera of the Lebor Service live in caape , or -.hi eb 
thoro are ao110 2, 000 distributed all over the country , and are 
under ailltary discipline, They a r e t l'll.inod in drill, llllrch11lg, 
an<' dipl.Dg, but they are not armed . They are engaged chiefly 
on drainage and irr icati on work in connection 'IIi th land illlprove-
110nt ochomeo , :W.nd reclal!lllt ion , and reforestation projects . In 
times of emeraency they are employed in combatine natural disasters, 
such ao floods and f or est f ires . They are never empl ?yed in 
competition with industry. The pr i nciple 1s tho.t the work of 
Labor Sorvioe person.'1el must have tho offoot of prcxlucing employ­
mont r~r other• and neve r that of depriving working men of their 
means of livelihcod. 

All ycung women are equally obliged to perform cne 
year 's compulsory service either on the land or in a factory. 
Cirls cay also offer themselves for domestic service; six months 
ln a household ia counted as ~.&lf of their yoar of compulsory 
duty. 

9, RAIUIAY. POST. AND FACTOR'! GUAROO 

a , Bahnschutz and 

This organi za tion, the pornonnol of which is drawn from 
railway employees , i s r esponsible for the protection of the r ail­
ways in titne of war and civil di sorder , Thoro io n railway guard 
group in each cf the areas into which tho Gei'Il\On railway system 
is divided , Units are armed with rifles and licht and heavy 
machine (!Unn . 

b, Post Guards (Postschutz) 

This organizati on, the peuonnel of which is found 
fro• poat office employees , is rcsponeible for tbo protection 
of postal co=ications . 

c , Factory Guards (Werkschutz) 

This organization, the personnel of which is drawn fro= 
factory workers, is responsible for the protection ~r industrial 
concerns in timo of war and ci vil disorder . 

10, CZBCH POLICE CORPS (SCHUTZKOfll'S) 

Tho formation of t hi s cor ps was authorized in !.'.ar ch 
1939, Its J.'unction is to preserve law and ardor in the pro­
tectorate, and regulations regar ding otrongth , orcanizat i on and 
equipment remain in the heads of tho Reich , Unitn are nccomco­
datod in varicus towns in Boheoi& and lloravi&, The personnel 
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SJTUATIOU nEPORT 

I · Western Theater of V/ar. 

11.1.0., W.O. 
Aprll 4, 1941 
u,oo !(. 

:116 

Air: German. Daylight attacks on shipping on the Jd . Last 
niGht heavy raids were made over a \rl.de area of southwest England. 
Bl'istol, 1n particular, """ attacked in strength. 

Dritish. llo icportant operations. 

!J. Balkan Theater of r.ar . 

Albania . Artillery activity reported. 

9Ulr;aria. J:o change . 

Yusoslavia. Vladir.d.r Hatchel<, Croat leader, has taken the 
oath of office as Vice Preuier- 1n the national Union cabinet. A 
break with Germany appears incr easingly cortain. 

III · iloditcrranean and African Theaters of War. 

around, Libya . Bengazi, the capital of Cirenaica whicl• was 
captured by the Br itish on February 1'1 has beon evacuated . 

Abyssinia (Ethiopia) . J:ieoso, on the railroad about 
180 Lliles f'ro::. Addis Ababa, has been captured by the Brit.ish. 

Air I ()eMJan. Considerable support W8S SiVeD the advance 
on i!ercad . Attacks 118re t1ade on shipping ott crete. 

lloli : Tllis rdlitarY situation r c>X>rt is issued by the !lllitar.Y lil­
to iaonco Division: General stari:. Jn victt of the occasional in­
clusion ot political i!>forr.>ation and of opinion it is classified as 
Restricted. n:sTI'JC'fW 
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.,..w:7 tw.r ..,_.. •• ta.q 1dll as • t1111 ..u .....rr IU e1 ._ 

Qnell J.:.tT p ll' I I ~ \be ti:O• Me I 'SliM ......... 

--• a.M. \be te\11 of AprU • 

..,.. •• _.., , \e - t.at.t a,_, fee]*"• el ... et tile 

lri\!a ftJ'W\ I .. a.na. .... 88\,.-ltM ..... See)ee4 
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I'Ua,U..n .r O.U a.•~ ....,. .......... ..,..,.,._, 
at MaU. """'1 4, 1Ml 

-poo\, tt1e4 14110, 4prll 4, 1M1. 

120 

4 JO ~· J...,.n.u •'lll•U• laao ...-~ wt~ 

u.o \rlacU.I \a wr o\~ et \M 4~..,. I~....., Oerpe. (ftoooo 

.. .,. , .. , r,...olana.) 

Vh\rl'ft\lW.I 
GouJ'Ill Mllao 
........ ., ., War 

""'' ~·--·· 111ro\a'7 of fr•IIV7 

"'''· 111r•\a'1 of War Var Plaao Dl•loloa 
Otfloo ot •"101 la\alUp-
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Parlipllrue ot Cede ~ 
~:nod a \ U.. 1ar DepeM \ 

a\ SIS), AprU 41 1941, 

LOndon, tUe4 J.prll 4, 1941. 

1. 11r1 Uah .ur .a.unv - the c-u-.\. 
a, ll!srll&h'-• Ap-11 )I tbt ob\er '1».\Uolhl.po, GDlSDAV 

and SCI!Alllii!ORS'f (2600 t-8) 1 .,..... at\oeDcl. in llreot harbar bJ bea"7 

bollben wit.hou\ reported :r .. ul.t , The Coao\al Coo.ond ... por\ed. boabJ.nc 

and u oltlnl SWII'illl toc:r b'eiPt.:ro ott the b l and ot ar.ha\ (north 

arot.cn oou\) wit.h ••n••· 

b , •1sl!t, .lprll 2-3• AolnrM - t.hor o...U.Ucma II'OIIIIdad 

Ill plaNio. 

2, o.- air uunv - llri\ain , 

l :.!t 

a. Hpt, Ap'1l HI Souu.'lalu, U.. J.,_\b ..... and 

Brit\ol ..... INl>j.,oW to bearln 'beabiq t.haD ozq 1A the po.a1. tortni&b\, 

Six ...... II I a\\aokeil \il:rle\a in tho 111\wu7 (f) and thrll WW1 Oftl' 

Linool..nah1:r., '1'ba ut.aa\ ot tbl duap uutd bJ \ball ra1.d.a hat DO\ 

b , DqlSs!rt., Ap'1l )I Saat\ertd ra1.d.ai li!r a1Dcle pl&Ma 

- l.aald W, B= -uU., c-trJ, S~bol,.., ! ..-til and the air­

t1al4 a\ llclr\bGlt raaulW 1A DO duap ar loet ot Uta, ou- acUrlUN 

_.. u.iW \a 111101'1 pa\rols and 'beabiJic ot ••• lia,.. Valla 1A the 

Brio\41 •~"WarT and ott tho eou\ ot Col )) • n..... MJ'Ih&D\ lhl.pa 

.,.,. report.td lllllk. Rawlte ot raid.o Oil J.pri1 2 wra "--' u aJJ.cla' 

4auca io tho Bol\Cill 1'11\ll plall\ a\ llarwieb and H:ri OUI ~ io a Ula 

tao tory o\ .u..r.s-, na.... wu al11b\ 4-. at \hraa airtielda. 

), .ur Loaaea, 

a. Dri.Uahl llo lo ....... porW. 
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b, o.r-, !OJ.&b~ 'F1l H • liclot. ti&bten 1D !loath lalaa 

oteoonl.ed t<~r 01111 plane 4aaboJ"" and ._ ....... 

4, 11'1Uah .ur .f.&Uny 1.a ll1d4le &&a-\ n-m. 

a. D!rll&l>t., .lpr1.l ' ' llcabt.llc opweu..,.. "'""' .u .. ~ 
ap.1tlrl Tape"- (Albent. ), BllUe ( llut.ie 111 .Ubeni.a?), 11u....,. ( llrit.rea) 

and Tripoli (Lib)-a) • 

$. o..-aan Air .f.&Untz 1n 1114dl.e llut '!beam. 

a, l!&ht, AprU H • ~ t.rattio 1D llal.t.a barbor..., 

t.he target t<~r t.wo bcabl.Ac rdoia, lo woo .. a wu report.ad, 

6, Air LoaM•, 111dd1e Jut. Tbea\re . 

a, ItallaB1 d!rl.iaht., .lpr1.l ' ' rov p~a .. ,.. reparW 

dut.ror"" br Ute a..&.r. 

7. 11'1Uah llilltary lnt.alll&a• !'!J>O!"W the follO!dng 41.­

pOtition of a..-n D1nai...,.· u llulprla 011 AprU ' ' ~ht fad~~& Tvlcaz 

1 ••• ) ..... 

with o.1x .... oh 1D t.ba oeat.er aDIS -u-et, )'1Ya cUv111ollll are re~ u 

hadac erriv"" 1D ilwl«&l7• othar troop oot~Mnt.rat.1ona ...,.. re~ 011 t.ba 

Bu.l£ar1t.n bOJ'dera fao1nc Aurlria and ~. 

8 , .lpr1.l 2t Aa ItallaB tre1pt.er and a U-boo.t _..., .unk br a 

Brltiah 111boar1ne 1n U.. central llecUt.arranean, A Brit1Gh ano.cl trmrla­

wu IWllc off St.abba !!Md. 

AFll 3• Tiro It.allan 4eat.ro,.re "" bo.be4 and 11\Ulk br 11'1Uah 

no. ol planea off Port Slld.an. 

A OOimJT CUJ"Cletl br 1!1111 Woroeaterahire ,.... att.Mkec! br .l.rla 

rubtaarinaa 680 .Uea ftat of Blooo!T Foreland, ThNe m lchten ..,.. a1llllt 

and the loroeat.arehire !loaa£84 but ,.., able t.a proo-"" under her on pawl' • 

50AM.OII 

Diot.ribut1011t 
Saara~ of lar .f.aat. Seeretary of 1111' Olt1ee of la'nll In~ 
Stat.& Oepart.ct Ch1el of Steff Air Cepe 
Sacra~ of~ War Plana D1daion C).) 
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.... l'fMat \M 1lu .... T' 1 
a\ UIOI, ,..U 4, 1M1, 
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Aa a\\Mit • t,...alarta uol ..._ tn. ..._..,, 

..._la .... ~b.,.......la-Nwe. beepw; •• 

.,. la ,.._... '-" 'lelbe•, Nw& .., -..n ,_.... h 

Dlnrt\od taa• 
'-nliiU" 
'-"'817 •t 1lv ..... hfu'\_, 
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War na.. Jl'rlalaa 
ottleo •t llaftl ~ 
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~etc.M~ 

....s.wt a t~~ot...,. ~ 

at loSl, Alril '• ~941. 

t.oncloD. nlAo4 u.oo. Ap'U '. 14)41, 
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li.I.D., li.D. 
April 5, 1941 
12:00 u. 

SITUATION REPORT 

I . Western Theater of rTar . 

Air : Germnn. A fairly stronc attack was made last night 
on southwestEngland, with Bristol the principal objective. 

British. llonnal offensive activity on the night of 
~he 4th-5th . The "Schornhorst" and ~eiaenau" were again attacked 
at Brest . Raids were made on Rotterdal:l and on the Ruhr. 

n . BalJ<,an Theater of war. 

Albania . Artillery Activity. 

Bulgaria . Jlo change. 

Yugoslavia . Revealed that complete mobilization was 
ordered April 1 . 

III. Mediterranean and African Theaters of l'lar. 

Ground: Ym.· German and Italian troops have occupied 
llengozi and advanced beyond the city. 

Abyssinia (Ethiopia) , Dritiah troops are 
a;>proachins the river Awash, about 100 miles east of Addis Ababa, 
where it is probable the final Italian stand will be oade. 

Eritrea. The llrl tish advonce to Uassawa is 
toa:'oraril:r d~"ed due to detJOlitions. 

!laval: 'Die ItalianS have lost five destroyers in the Red 
Sea the pastfew days . 

M!;: Axis. Harassing attacl<S on troops in Libya and on 
an airfield in Crete. 

~~ This military situation report is issued by the l.lilltary In­
t<tlll~:once Division, General Staff. tn view of the occasional in­
clusion of ;>olitical infornation and or opinion it is classified as 
Restricted . ~TED 
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H.M.Jr: 

George 
Han: 

H.M.Jr: 

H: 

K.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H. M.Jr: 

H: 

HellO. 

Aprll 5, 19~1 
10:05 •••• 

Good morning, Mr. Seoretary. 

George. 

Yee, eir. 
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I! you get any call !rom Harry Hopkins to 
get into this de!enee thing any more than 
vhat you are, I don 't vant you to accept it 
without first talking to me. 

Fine. 

Beoause I think it's a mistake. At least, 
bef ore you do anything I want t o talk to you 
about 1 t. 

Fine. I won't do a thing. 

I understand he vente ua to do it and I 
Just don ' t think that you oan oarry it and 
carry the rest of the Treasury load. 

Fine. 

But at least ve '11 !1nd out vhat he wants -
but don't accept anything, please , without 
talking to me. 

Fine. I won't make a move without talki ng 
to you. All right. Thank you. 
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!!. l!.Jr: 

Aubrey 
ll1ll181118: 

!!.M.Jr: 

ll: 

R. II.Jr: 

\1: 

!l. M.Jr: 

ll: 

H. II .Jr: 

t:i : 

H.M.Jr: 

'1: 

I!.M.Jr: 

Hello. 

April 5, 1941 
10:20 a.m. 

Good morning. Thie is Aubrey Williams. 

Hello, Aubrey. You're quite a stranger. 

Yeah, I haven't bothered you tor a long 
time. 

Yeah. What's the trouble? Run out ot 
money? 
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No. {Laughs}. That waa kind ot a hard one. 
Say, there is a situation that is developing 
her~ with regards t o thi8 whole matter of 
training and labor supply that I t hink has 
go t ten int o such a serious etate of sttairs 
that I would like awfully much it you woul d 
give me a little blt of time to lay i t out 
before you and t hen you can make up your mind 
whether you think 1t 1e seri ous or whether you 
want t o get into 1t or whether you want to 
show me the door. 

Well , I'll be glad to do that next week. 

Well, I t hink that 1t ie o f euch moment 
and I' ve been unable to get to the President 
about it and what I'm doing now - I'd have 
to a8k you t or the time being juet to 
between you and me. 

O.K. 

But lt is a major situation and I think 
80 serious that something ot reel character 
has got to be done or thie thing i8 just 
going t o be nothing. 

Well, I'll give you a r ing the tlret thing 
next week, Aubrey. 

You won 't f or get me. 

I poe1t1vely won't. 
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'II: 

H.N.Jr : 

'i: 
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All right . 

Be glad to eee you. 

Fine. 

Good-bye. 

Good-bye. 
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TH£ UNOER SECRE.TARV Or THE TRC.A.SURY 

WA&HINGTON 

!!!WIUIIOOll POR !I!! 1IL!S: 

Conference at tbe White llouu , Saturc!g afternoon, April 5 

Thooo prooent beoldoo the Preo!dont were: VIce Preoldent W&llece, 
Socreterleo llorgenthau and W! ckord , llr, Smith , Director of t he Budget , 
end ltr. lloll . 

The oubjeet of tblo conference was In tte &&in t ho lncroaoo by 
<ho Senate of a net aaount of $}68 , 000,000 In t he Aulcultur&l Appro­
pr!M!on 3111 o•er the Budget. 

The Prealdent oterted out by dleeuoolng the nor noraal. granary, 
pr!eto, and peri t;y, Be oo.ld tho.t he wMted t o Mlce eertaln t ho.t we 
did not &llow o&rlcul tur&l prl ceo to go abon par! ty OJld that we ohould 
•ory 4ofinitol;y eet abll ob either pari ty or oomo pri ce juot below parity 
•• tho coiling. Be aoked Socrot &r)' Wi ckard If be h&d not told him 
recent ly t hat the fArmer lo now getting leoo than 10¢ for hi o cotton. 
ffe aald he could not quite undorot Md th!o ao cotton wo.o quoted In t he 
.. rnlng pnper at 11. 111 per pound and he wao qui te cert&ln that t he 
farmer on thh baeh would rocehe zoro than 10;. After a great de&l of 
dllcuul on , i t denloped t hat cotton had gone up In t ho laet t hree woeko 
oore than t hree- fourth• of a cent per pound, and that Secretar;v Wickard' • 
atateaent • a• b~ed on the old price le•el. 

Socretaey Wickard oald t hAt he wao worried about t ho price of wheat. 
Rt lo in a pooition where he can bold cern, but if word geto out that 
tho Adm!n!otratlon lo In fa•or of 1~ parity loano, o.o contemplated by 
the Bankhead Bill, It would be ! mpoool ble f or hie to hold corn prlceo. 
Ke thoueht t hat to &llow tho price of corn to ad•ance eo ao to go to 
parlly might be quite dho.otrouo at t hh time , and t hat eomethl ng obould 
bo done to oYon bold t he price of wheat I n Hne. !he Preoident o&ld the 
Socroto.ry of Agriculture ohould prepare for hla a t Able ohow! ng what wage 
i ncreo.ooo had been aado dllrin« t be paot 70/U" and bow t bey cocpare • 1 t h 
i nerea .. o lo agrlcultur&l eo~itleo . 

Socrotar;y llorgenthau tben e&llod .. ttentlon to tho f o.ct t hAt while 
~• hod boon buying a oubotanU&l -unt of o.grieultur&l coi:IIDOditleo f or 

rtllof purpooeo during t ho paot eighteen aontho , bo ""'' wondor!D« 1f tbo 
&grleultural comDOdltleo to bo purchaood under t ho Lend-Le••• Act could 
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oot to .... oxtont tan tho placo or \haoo rellot ""-'1 u... !bo 

Prootdent ooJd \bot \bq cooa1• ia part, ""' 110\ tor all of \bo JI'U'd>aooo, 

01 tho BrHlah 1>114 Mel> JI'U'd>aoiDc - acrteal.W..&l oo-.41\ioo 1a 

tblt c<>untrt 4url11C \bo ...... 

!ho Proold.,t thea raioo4 \bo quooUoa ao to wilT 4o loaao at parn7 

""'' tho OontDMIOt an,ythiftCo Be oa14 \bot ....... ael<e louo at 7"11> or 

parl\7 and then wo «ho tho fan~er tho parity p..,.ontt, wbJeb in offoot 

It tho 41fforonco. I t wao \bo~t that tho coot onr and a'boTo tbooo 

,.,..ote would. repreaent 1Dt·erest on borrowed. .oner. et.orat;e cbarce 1 OD 

tho c<>IIII0411 tloo, u4 th o \ranoportaUon froa otor&«o to llaJ'II:et, all of 

wblcb would conot1 tuto a oubotanUal lUll• 

!be Secrot&rT than aako4 if it "re conto.plato4 that tho loano at 

parH7 would lnclu4o \be benefit J>A7IOODto. !ho Prooidont o&id that if 

•• we lo11no at p~~rny, •• eboul4 olJ•lnato oo tar ao tho bade coM041-

IIoo are concerned tho parity pa,yaente and aloo t ho benotit p..,.ento, 

llr. Slli\b raloo4 t ho followhc quoeUon: lf you tldopto4 tbJo pro­

still at a policy, would it not interfere with \be prop-aa of reetricUnc 

production for tho purpooo of lll&intainint: oo11e prico control. Tho 

Prooldent oald, yoe, it would, and thAt t bh would ban to bo talcon into 

conotderaUon and bo dld 110t want to break 4own tho eon conoe...,aUon 

prosr•· 

Secrot&rT ftelcard oald that be would lllco to eoo a bill put \broiJ&h 

Concrou which would dofinitol)' proT14e that the OoYernaont aalco part tr 

lOMo on a bash of 75~ of parity. !ho Tlce Prea14ent aako4 Secretary 

flckar4 lf bo wanted tblo aan4atory or dhcreUonary. Wtclcard ooJd that 

ho wanted lt aan4atory. H would rollon t ho ~lculturo Dep..rtaent of 

I lot of rooponoJblllt)' and a p-oat deal of prooourl if l\ .. re aado 

oan4a tory. 

!bo Proeident aoko4 what to tbo part t:r of cotton, Socrotar;r Wicl<ard 

tald that parity to 15.81 per pound and 75~ of tbJo would bo 11.91, 
!bo prooent parity p&)'llento are approxi-toly 2.751, which briftCI tho 

total pa:raent and loan on the cotton up to about ili. 651 per pound. 

Secretary Morcontbau, ln order to cot t he epoeifie queotion boforo 

the eonforenee, aoke4 the Prooldont 1t all be """to4 to decide wao tho 

~ueotlon ot whether or not Conu••• tn paoolnc . tbe Acrlcultural Appro­

priation Bill oboul4 not keep within hlo bu4cet• !be Preoldent oald. 

that ha tboucht •• obould do that and a 11 Ulo aoro. Secret&rT Wielc&r4 

oald t hat •• obould &et a 11111 tbro~ authorhln« loano on 75" of pari tr 
oo all erope but 1t wao i~~portant that .. sot oo• e action on the Appro­

prletlon lllll now 111 Conuooo. !ho Pr eaident ouuooto4 that to .. of 

tbo11 preoont t;et 1n touch wJ tb llcCoruelc u4 lla7bura of tbo llcnao aa4 

teo what tho oenttaent 1o u4 tr)' t o work out a provoa for tbo Rouoo 

conter eeo. Be thoucbt it aijfht be pooolble then to talk with t ho Senate 

loedoro to ooe wbero t bJo prop-oa a11!ht cet tn tho eonferonee on \bo 

4pproprtatton BUl, 
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!l>o U co Proot .. a\ ea14 \11&\ be u....t \ho Prool4ea\ -h4 u 
\0 work.,, a proCT .. '"' \be wboh acrteul\val .. ner a114 preo .. , u 
\ O hla ror ecnotderaUoa. !ho Prooldoat eaid that ho thoucll\ \hat 
ol&l>t bo t ho 'beot plu aad ho ""uld talk to the loadero , ""t ho thoucht 
u obould ullc w1 th llcCol'li&Cit aD4 llaJ'IIu.nl about t ho 'bill ao paooed 'b7 
tho Senate. Thoro were ac 41reeUono u w which poroono oholll.d oee 
\bt \ .. dert, 'but I 'bollne it -• e.oouaod the.\ Socro\4U'1 11clte.rd aD4 
Director Saitb would do thlo. 
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a.M. Jr: 

Ed 
Foley: 

H.~ .Jr: 

F: 

H.I!.Jr: 

F: 

F: 

H.K. Jr: 

F· 

H.M. Jr: 

!'· 

Apr1l 5, 1941 
5:12 p.m. 

I spoke to the President and augges t ed th1a 
t hing (l) that he should not put in an Army 
tallow, eee, and he said ebeolutel y that I 
vas right. 

Yeah. 

He talke4 about Dick Fuller. You don't 
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know hlm but I know hi m; he'd be al l right. 
Then I said, nov, what about writing in this 
regulation that t hey have t o look up to all 
Federal lave. Be eald, vhf 1ure he'd be glad 
t o do that. Now, I 'm t o get him t hat in t he 
morn in&. 

Yeah. 

How can I do that? 

Well , Lube hasn't sent over that clause or 
hia yet. 

Well, nov would you carry the message to 
Oaroia to get the thing trom Lube and see 
then that I can get 1t eomehov in the 
morning with a little note to the President , 
something like this: "My dear Mr. President: 
Tble is the suggestion I talked t o you 
about and I got it trom Lubin. • I tol d blm 
that Lubin bad lt. 

Yeah. 

And the t hought we had i n mind i s that 
from nov on all Federal oontraote include 
the followi ng statement and t hen say that 
we oan't do it in Pr ocuremen t until we get 
l egislation and we're goi ng to ask tor t he 
necessary legislation. 

All right. 

I told hlm that and he aaid tha t vas all right. 

Good. 

L 

Regraded Uclassified



H.K. Jr: 

r: 
H.K.Jr: 

r : 

!I.Y. .Jr: 

P: 

H.M.Jr: 

P: 

H . l~ . Jr: 

r: 

H.M.Jr: 

P: 

ll . ll .Jr: 

F: 

H.M.Jr: 

F: 

1.40 

- 2 -

I tell you: I think lt you could get lt to 
me, oh, lt I could have lt b1 noon - th8t 
won't make you get up too early and go to 
church. 

Oh, I can do that. 

I think 1! you could get lt to me by noon 
at the house, I could algn lt end I ' ll send 
1 t down to him. 

All right. 

But he said he'd 
thing tomorrow. 
hell Lube hasn't 

llke to have it the 
!low I wonder vhy 1 n 
come through. 

tirst 
t he 

'I ell, I don't lo.nov . I 111 see lt I can't get 
hold ot hlm r ight away. 

Well, tell him gosh dlng 1t he's just go t 
to, that's al l. Do you auppose he got cold 
teet t or some reaaon? 

Well, I don't know. I haven't any 1dea. 

Well, anyway, I want it at the house 
tomorrow - lt I can have lt there by noon 
tomor row. 

All r ight. 

And vlth an accompanying letter and ao torth 
tor the President. 

All r lght. 

Then I'll shoot lt down. I'll leave lt to 
you what t o aay. 

All r lght. I'll get 1t. 

But hl e attitude vaa- he dl dn
1
t say 1t 

ln so many words but hla attitude vas, well , 
what t he hell, lsn ' t t hat ln the cont rac t s? 

Well, I guess 1t has never come t o his 
attention. 
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a.u.Jr: 

F: 

H.t~ .Jr: 

F: 

H.!I.Jr: 

P: 

H.M .Jr: 

P: 

H.M.Jr: 

P: 

H.!~. Jr: 

P: 

H. !o( .Jr: 

P: 

!I.M.Jr: 

- J-

Well, that ' s Juat the polnt. But I got 
over no general, no ada1ral w1ll be ueed. 

Well , I tb1nk that'a tine. I thlnk the 
leaat d1aturbance there t rom ordinary 
operation ••••.• 

Ke'e 1n complete aympatby wlth that. 

.•••• the better. 

Rlght. 

141. 

0.1. I'~ going to go to that dinner tonight. 

Oh, are you. Wondertul. 

Yeah. Lowell Mellett asked me to go. 

Oh, that's n1ce. 

So I may eee you there. 

Yeah. Well, that's n1oa. 

And I'll put ln a call tor Lub1n right 
away. 

R1ght-o. 

O.K., Mr. Secretary. 

Good-bye. 
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H.K.Jr: 

Operator : 

Ar thur 
PurvlB: 

H.li. .Jr: 

P: 

H.M.Jr: 

P: 

H.I! .Jr: 

? : 

P: 

l!.M.Jr: 

P: 

!l . l'. Jr: 

P: 

H. l' .Jr: 

P· 

Hello. 

Mr. Purvie. 

April 5. 1941 
5:20p.m. 

1 112 

Henry, sorry t o trouble you, but I thought 
you might be interested in seeing a man who 
is here from I ndi a, who knows the part that 
I ndia is playing ln the pictur e . He happens 
to be coming t o my place at 6 :00 o 'clock 
and I wondered whether by any chance you 
might be free t o run acroee. 

Well , I'm sor ry. My rather got in at 1:00 
and I haven't seen him yet. 

No. I was rather hoping he might come too 
ae a matter of tact. 

Well , I tell you, I ' ve been at the White 
House all afternoon and I ' m always frank -
I'm a complete wreok. 

Yea. I juet t hought I ' d ring on t he chance. 

Wel l , t hle 1s thie man that you spoke -
this Indian i sn 't it? 

That'e 1t. 

Well , I'd l ove to meet him but juet now­
I 'm at the Treasur y, I ' ve been at the White 
Houee all afternoon and I' m ••• .. . 

Well , it 's no t ae important as that. You 
see , I just rang on the ohanoe. 

Well , it' s terribly nice or you and i t you 
don 't mind my being that frank •..•• 

Not a bit. Tha t ' s exactly what I wanted . 

And we ere looking forward to t omorrow night . 

Yea, tine. Good. 

Thank you, Arthur. Try me again please. 

Thank you. 

v 
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THE WHITE H OUSE 

WASHIN GTON 

April 5, 1941 

My dear Hr . Secret ar y : 

141.3 

Consultati on he.·:in.::; been had with the Chief 
of ;:aval Operations of t he !lavy and with the Coatnn.ndant 
of the Coast Guard, I find that : 

( 1) The defense of the United i<in~dom is 
vi tal to the defense of t he United States ; J 

(2) 
1941 have been 
on the :>art of 
i:in!:dom; 

Sections 4 and 7 of the :.c t of : ..e.rch 11 , 
co!:!plie:! :7i th '.J;.• t he necessar;; n : reenen t 
Hi s :.:e.jesty• s Goverrunent in the United 

(3) It would be in the interests of our 
national defense to tnnsi'er t he defense nrticle:: se t 
!'orth i n the nnnexed schedule . 

I the r efor e authori::e you !.mediately to :n:lke 
the trnnsfer to l:is :.:aj es ly ' s ::overMen t in the united 
J:inr:do::~ of t he de i'ense articles . e t ~o:·th in the aa::exed 
schedule. 

I l'IOul.i a:>precia te it ii' JOU nould arra:1_::e "ith 
"he Chaiman of t he'llritish Su,1;lly Co\lllcil in ::ort h 
f..':lcrica fo r tl.e tL11e , ne thod, and o~her .:etails of the 
O:isposition. 

Very sincct•ely yours , 

i'ho Honorable 

The Secr etary of the Treasury. 
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145 v 

- --. 
The following 11 a lht of tt .. wh1oh are repre­

aentat 1Yt of tho•• whloh !mer1oan .. rohant Ytlltll .a, 

oarry to l (a ) proolaaat1on areu (but not throll£h oflllllat 

areu ) 1111cltr the lleutralltyut1 

NEAR £15!-BRlTISll LISt 

Ttl~nu aD4 • lltl& ttlt~nt ••t• u 
relua IUIM liT u. • blq. 

ftltpbtae •••hang••· lea:! f i eld oablt. 
Wln ••• atat1oae. 

L!ttla!P Goo4f • ,., .... 
Soli leather. 

Ttnh - U., ~ Ttnta. 

Hpr••• ana MUlti 

Stttl - • ill ( exolucllng &J'JJII)P ah1p 
plate ). 
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• I • 

-

• 

• 

• 

1·111 tea t ruoka. 
ftlou. 
~ .. 
S..•t ova (aut aot be 

.... ..a). 
Wl• .... to ... 

LIIWleatb( oU, 

146 

... ~ llponta • 

..... Nh or ohuere. 
tUlle Mlt lhaeue. (State 

Dlpartaent n v.ulatlon eqa 
t'!ff:~• euU.n~•• u4 
• bocll11 l or &IIJ 
..... --1t1on ana blplt· 
... t. tf ..,. tlbioh h&Yt 
re11bal Jrtcluot1on etatt 
... tAt7'" 1clantlf1ablt 
N 1\llll •1 not be aant. ) 

C&Pbea lloxlclt t oatere • 
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OTHER LISTS 

lllaoellan"GJ (Rei -
Cron or reek 1fal' 
Rtlhf han ahlpp .. 
auoh ln put ). 

Other Itaa 

SSL! : aja 
4/5/ 11 

-

Dletur tooa.. 
Cannel foob . 
Me41eal auppllea. 
Poobtllfta . 
Cltthlng. 
~lnlu . 
Surcloal dreealnga. 
DoHa of anti-tetanu. 

Dllltl englnta . 
Pipe llu . 
)(uk tl'\lllca. 
t'Puelt aparea . 

147 

S.rapera ana rootera. 
Trail bulldtl'l ana aparea. 
Tlrt ahalna. 
lui'Oft ani pa rta. 
Tratt.ra . 
iHl building equipnt. 
kt.r t&Dita. 
T•lly=n• wire. 
lear • · 
Allillne oil. 
Otaerst1nc aeta. 
Car'DOII at .. l. 
illor ateel. 
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IIIOIJ.IPVI 

To: Yr. lfarPT Bopllia 

Fr01:1: 0. S. Cox 

Subject: Shlp110nh Under the lfeutrali tr .lot. 

In ree:nmlnlng the Ueutrall ty Act in t he U eht of 

preeent ciroum.tancea, consideration algbt be giTen to 

t he tollowing poaaibilitllll 

(1) 

Undocu..nted Teaaela 

Undoolllll4nted Un1 ted State a Arrq, la'YJ and Cout 

Guard Teaaela can probeblr curr uu. IIUJU tiona, ll:lple­

lltnta ot wv, and aliT otMr goode dhpoaed of under t he 

Lend• Le&ll .let, to w port in t he world. 

It h vq underetandlne that 110at, 1t not all, of the 

veuela owned bf the U'nl ted s tat11 1rn11, li&'YJ, and. Co11t 

Cuard are undocu.ented • 

148 

.l thorough legal UIIOrandWI h being prepared on thh 

eub ject. 
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1.49 

-·-
(I) 

ntter MU• tewlt 

In all prob&blllt7, lo._aw ,Ulh .,.,,.u,.. '*..,. 
to .vr7 aAJ a.feu~ arU11H tt •y l!tl l! !I! •rlf, 

(I) 

There h 1 ,..,lblllt7 t:laat 1 attr1al l.o.a aaa b! taDa 

ott Br1 tlth ahlpplac 117 • hll.r ut1U~at1a 1f prhate, a.ta­

ante4 Alar!,.. f'•cnlpt for the lhl,...t ef oertaln Willi! 

arthl" 11114er the Lte&-Ltue .Ut tt tbe Jut ui otbtr p•te 

IJa the •r ll. 

!he Wl!J.tl• 1a \be ll!atnllt, .Ut et uw, .aalt1., 

aa bitl ... te of ar 11 ""'' tt.-J.aal ... llalW. n ao.a 
110t inol'lllle MIQ' thbc• 11bleb ... Yl tallT MMIIU'7 1a tbl ,,... 

Meutlon., t or .... 11, ot tM ar effort 1a the KlMll Jut. 

Slaeh thi111• u traettr•, tnaa. llftt .,.,, eloth.J.a&, -..hi. 
toou, roea ••Ma117, •'-· .,. .. t elue1tl•4 u ...... ..t· 
Uo111 an4 .lafl 1nq If ar .... \be lnballt, .Ut. 

-
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-·•· 
ru• MUll that, u • pruUO&l •tter, w .... artl•* 

1uoh u the .. au. 1>t ahlppe4 ln prhata JaerliUl flacDlpa -

1) 'te uq port on the Paoltlt or Dt.llu 

Oeeau, btldlAc the Ch1M Sea, the~ IM, 

the h.f of Bapl, the .U.blan Sea, Ul4 ~ et.Mr 

a.peU.t •ter• of eltbar at nth ...... , -. 

or b6JIJ ul 

I ) To uq pCII't oa the 1Uaatlt O..U, tr 

i ta aapadat atara, tcNtJa at 11)
1 urth latttuaa. 

'!'be OD1T tltltptln la that aaeh ab.lpa IUl not laD4 at a port 

llhlth 1a laolla~H la a .-.t area, • traftl thrftch aath u 

fo lllutnta the affect of thb pMftl ~. • prl­

ftte '-rliUl naMl tu 1WP7 ell, tnab, tnetlr•, eta. ta 

!lltiah porta b heuh Welt 111'1-. neb. u Jatllbrat ul 

hkorl41. 

ADu:a.a la a llat of the u .. , lluM •• tile llet If the 

Bt lth h Htulr_.te la tile IMr lut, alah oaa 1>t aldppK la 

htrlet.~~ ftaMla to tba porta Mt otat U.n. 
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. '-

There are two .ajor poaa1b1l1tlea in tho off ectlTo ahlp­

Mnt of cloft11ae artlolu IIDdu the X..IIAl•I.M1t .lot1 

l ) .l rnhio11 of tho St&to DopattMnt 1a rogu­

latlona to Mko tholl accorcl moro aoouratol;r w1 th 

the Prt~ldont• a Prooluat1o11 011 pruoribed areaal 

and 

2) Cb&Dgea 111 the Pru ldent•a Proclu&tion 

011 both pr11orlbecl areu ancl OOIIIbat areu. 

fho S t& ta [)oparblln t 1 I rulll 1 fOr OX&IIIPlO 1 cltf1Jie tho 

Unl. ted ~cloa 1111.oh .ore 'bl"oacll.T tba11 n a probabl ;r nrrant&cl 

by tho orthodox 4et1n1 t1o11 of what 1t lncluclecl 111 tho Un1tecl 

Kingdoll. Thue, tor example, pl&GII llko the .lllglo-Egntian 

Sudan, an.d other parta of tl» Brl thh bplre, wro at&ttd b;r 

the St&to Dopart:Mnt, i n aooorclanoe with an oral requ11t of 

tho C~roo Cloarine Rouae, to be 111olu4ecl within the tera 
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·•· 
"QalW n.ct-•,, 1 dn1r la .,._ ft"'• ...Wtdd­

M att11W ~ .. lt&te I a at at ltedl. 

n 1r ,.. .. ~ uat ct, .,. ...u ~. u a JB..Utd 

atter, M ett .. w la • ..... , .,.. 'r lfteliaUal ,.., r' 

atla. ftu, t.. »'-• lt ...W ..U M tMt tM h tl'rt. 
., , ... lMau-. u " .- -. ,, 1, .._ ..... , .,.. ., u. 
ptbt ...... ""''• ............ ,, ... , .. pt .. 

A4u 1t ...U ..t M MIIPPirJ' tt .... U.t p a ..... , ..... 

Regraded Uclassified



1111 . 001 

Regraded Uclassified



15ol 
: ..... 

Shipments to Rangoon Under the Neutrality Act 

(1) 

Undocumented Vessels 

Onder the lleutrality Act of 1939, undocumented 

A~, Navy, and Coast Guard vessels mq carry any 

materials, including arms, ammunition, and implements 

of Ttar, to Rangoon. 

(2) 

Other Publ ic Vessels 

In all probability documented public vessels can 

be used to carry any defense articles to any port in 

the rrorld. 

(3) 

Documented Private Vessels , Now 

American merchant vessels may carry materials 

which have not been proclmaed by the President under 

the Neutrality .let to be arms, ammunition, and imple­

cents of war. The President has proclaimed only a very 
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limited list of items to be such. Thereforo, cargoes 

consis ting, for example, of unarmored trucks, food, 

clothing, radio and telegraph equipment, steel, oil, 

machine tools, tractors, roa<l.-building equipment, and 

He like may be carried on America.n merchant ships to 

J!aneoon. 

(4) 

Undocumented Vessels, Under Revised Regulations 

155 

Rangoon is listed as a prescri bed port for the 

shipping of arms, ammunition, and implements of war in 

Ameri can merchant vessels only because of a State Depart­

ment ruling that it is part of the "United Kingdom", as 

that tel'lll is used in a Proclanation in which the President 

listed those countries which were bel ligerents . I t is 

possible tba t the State Department could amend till t rul­

ing, removing Ra.ngoon from the prescri bed classification, 

In that case, American merchant vessels might carry car­

eoes of all sorts, including arms, anrnunition, and imple­

ments of war, to Rangoon, 
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TREASURY DEPARTMENT 1.56 

INTmt.O~P'IC& COMMUNICATION 

OATil JFil 5o 1,..1 

CONFIDEN T IAL. 
~a1httre4 owrlUI ~ ... oacUou of U.o hJOrtlac "'--<o wro .. toUovo1 

Sol4 ~o c-rclal ccacomo ~.ooo 
hrcb...._ trca co-rclal ccD.Coru & 60 000 

Open aorlce~ o~orllac hold ott84T at 4,0)-1/2, !rronoacUou of tho roporU111 
bookt wtH ao tollovo: 

So14 to -rcial CCDcomo -o-
Pvchaoa4 trca co-rclal coDeoru Ll,OOO 

Ia lev Yol1<, tho cloolac rot•o for tho torolp CllrroDcloo llota4 bolov wore 
u follovoa 

Oalla41an 4ollar 
Svioo tronc (co-rclal) 
8vo4loh lr:rOil& 
lelchoaork 
Llra 
.4r&ODUM :puo (troo) 
BrulUa allrolo (tr.e) 
Morlcon :peoo 

Ia ~al, tho raon voo uchaace4 at 'j-5/16#, &4 otorllJll vao ep.1a qoQOta4 
at },'14-1/2. 

V. ool4 $5<3,000 lll pl4 to tho O...tral. Bonk of tho trr.zco.qan &epv.'bllc, clcb 
WU a44o4 ~ lto oaru.rlte4 OCCCW1t, 

!'ht Podoral leoerft Bonk of Jov York reported that tho Bonk of C....U.. ou..,., 
ohlpptd $} ,027,000 lD &014 trca Oono4a to tho IrrlJII !rv.o\ Ooq>ODT tor acoout of tho 
Bonq~>o Mollie IriD, !oberon, tor oal.o to tho .. ., Tori< Aeoq ottleo, 

!'he Bvom of roretp u4 Doaoot1c Ooaaorco ro:portod oa .April II a ohl..-at ot 
096,000 Vcrth of torelp ol!Tor colD, -~ 'b7 tho o..raat7 !nat Oo11p0117, - ton:, 
to U.. lothorluola ID4loo Qo?o.,....t, :lataTia, Jo..._ laclll4lac U.lo •1..-at, a 
total ot $1,091,000 vorlh of oll'OOr colD boo boOil ohip:pod to tho Juon .. o Go.,.r_t 
llllltr ltt order ~ pv.rcbooe $2,100,000 lll ollnr for coa1'0rolOD llltt cola, 
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TO 

---------------------------------- , 
1.57 

TREASURY DEPARTMENT 

INTER 01'1'1Cil COMMUNICATION 

o•n April 5, 1941 

Seoret&ry Vorgenthau 

Alan Barth 

DEFENSE SAVINGS BONDS AND BANKERS 

Here is an excerpt !rom a report submitted to Under Seoret&ry 

Bell on the Regional Conference o! the American Banlcers Association 

at Louisville on !.!arch 21, which I attended in accordance with your 

wtruet ions: 

"While not particularl7 impressive in his formal speech, 
l!r. Kdwarde was extremel7 e!!ectiTe in tal lcing wi th the bankers 
informally. He blked with them as a banker in their own 
la~ge and !rom their own point o! view, plainly commanding 
the1r confidence and their cordial good will. He seemed ideally 
suited f or a liaison role between the Tr easury Department and the 
banking community. From the outset there appeared to be a complete 
readiness to cooperate with him." 

v 

The Conference adopt ed without a dissenting voice a resolution 

to support the Treuur;r program. There wae uniform approval o! the 

sale of bonds t o t he public as a useful means o! checking inflationary 

tendencies and of enlisting popular participation in the defense pro­

gran. 

TWo criticisms of the Treasury program were expressed: (1) Some, 

but br no means all, o! the bankers argued that a higher interest rate 

would be necessary to attract widespread public purchasing; (2) All o! 

the bankers urged that banks be allowed to issue savings bonds direotl1 

to purchasers in order to compete with Post Offices on an equal f ooting. 
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p.AJ\'fUL P.&JW'JIUBJ: 011' i'lt.mlWl !IEOK!nD 

J'RCIII Aaerican l:labuey-, Berllll, leraaJ17 

D.lTEI .lpr1l 5, 19U, 9 a.a. 

NO.I 127:5. 

FOR TBE.lSIIIY FROM HE.lTII • 

1.58 

.looording to its statement for the end of the first 

quarter of 1941 the investment holdings of the Re1chebank 

shoved a large llloreaee during the l ast veelt of March vbloh 

vaa bOllever about the same aa 1D February- when an unusually­

l &rge expansion al.eo occurred. i'otal. investments stood at 

15,775 million marks (commercial and treasury bille 15,:567; 

eligible aecur1 ties :52; collateral loans 2:5 ; miscellaneous 

aecur1t1ee :55:5) compared with 14, :574 million marks on Karoh 22 

and 15,69:5 million marks on February 28. Holdings of 

miscellaneous assets (including the Reioh1 e operating oredit) 

atood at 1246 m1111on marks compared with 1464 IR1llion marlta 

on lla.rch 22 and 1059 lll1llion aarlca on ll'ebru&rT 28. 

The amount of Reichebank notea in o1roulat1on reached 

a new record of 14,188 a1ll1on a arlee on Karch 31 aa co111pared 

with 13,976 aillion marka on rebru&rT 28. Sight deposita 

at 2127 million marke ware al.eo larger than a t &DT t1ae 

a1noe the and of December when they- stood at 2561 m1111on 

marke. The taot that during the paet few months the expansion 

ot note o1roulation baa bean relatively- moderate ia not 

wholly-
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- 2-

wtloll7 du to tbe ett1o1en07 and ener1 tJ ot tbe oon\roll 

on pr1oee and pr1Tate expenditure. It 1a aleo attributable 

to the taot that the oountriea under a111taJ'7 oooupat1on 

by Gemany are aat1Bt:r1ng the ourreno1 requ1remenee ot an 

1noreae1ng nuaber of Ger.ana 111 un1tor. . 

XORJI.I.S. 

EA:LW 
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lUll Gil.\Y 

Berlin 

Dn ted l;,pri:i 5, 1941 

Rtc'd 9:13 c. .n . 

160 

secreta ry of S t ott , 

.. 

1274 , :.;ll"l.l 5 , 10 a .m. 

'-'Y ttltgr"...ll\ Jlo . 1225 , April 2 , 1 p .o . 

Followin;; t h£ c:mctllo. tion of tht foreign uchc.nf£ 

restricti ons ".)£tw£En thE Reich c.nd the llttherlnnds the 

Reich ninisttr of Economics h ::.a 1sNt<1 an order effective 

imntdintEly prohibiting thE importa tion of .o>ut~'ll currency 

into thE ~tich from foreign countr~Es , Exception will bt 

mad£ from thE tltthtrl~mds . 

Ctnno.n customs officers o.rt a llowEd howEVEr to pEr-

mit tht l~~ortation of 7 . 50 gu~ldErs pEr person which 

corrupon:ls to the free 11m1 t of 10 rtichsmartcs for GEI"llll:.L 

currency. 'lbE officiel rtc.son t,ivtn for this o rd'(:r is to 

strtnt thtn existing rtlJUl 'ltions pron1b1t1np the imi?Ortc.tion 

of e_u1 l dtrs into thE ll cth o-lr.nds fran countries othEr tnnn 

GEnnt.ny . 

INFvtl. (. CJ.iil'::RCE .:.10 T.lE.>'i'Jit:: . 

tiO Rj!IS 
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10 reply reter to 
EA 866.516/211 

DEPARTMENT OF STATE 
WASHINGTON 

April 6, 19'1. 

1.61 

The Secret ary ot State preaente his compliments to 

the Honorable the Secretary ot t he Treasury and enclose• 

tvo copiu ot te.legru no, ~ dated April 2, 19 41 t rom 

the American Embassy at Rome, regarding the annual report 

or the GoTernor ot the Bank ot Italy, 

Enoloaurea: 

No. 44~, April 2 , 
from Rome. ( 2) 
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secretory of state, 

washington. 

443, Second. 

PUIII 

RO~E 

Dated April 2 , 1941 

Rcc ' d 5:35 p. m. 

1.62 

In the advance summary for newspaper usc of the 

onnual report submitted by the Governor of the Bank of 

Italy at thE annual meeting hdd March 29 the most 

conspicuous feature ls the absence or figures showi ng the 

bank ' s gold reservE and lts note oircullltion such as hllvt 

alwllys appeared prominently ln slmilor advance s~arits 

given out ln previous ycnrs . 

In his general discussion the Governor expresses the 

following vl cws. 

Accompanied by a pcrfcctlonlng of the clearing system 

the tendency toward the regrouping of nattonol cconomlts 

along continental lints will continue especi ally ln 

Europe. under the influence or the Axis and in Asia 

under thot of Japan. Although 1n Europe ' s overseas trade 

postwar requir ements for economi c reconstructi on may result 

in balances which must be settled by payments l n gold only 

the clearing centers would ln such cost hovE to ma i ntain 

gold reacrves. Wi th pcrfeetloni ng of the system the gold 

rcscrvts 
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1.63 

-2- 443, April 2 , 1941, rrom Rome 

reserves or the banks or i ssue of the other countri es 

would lose al l reason for exist ence. 

!It declares that the estnbli shl'lent of o r eserve in 

foreign cxoh.qnge tmpli ts faith in the country whose exchange 

is occumulated and with obvious r eference t o the Uni ted 

Statts ht observes that the impression wi ll not soon be 

eras ed which was caused by the freezing or holdings of 

countries whi ch were ncutr9l and were not involved in the 

European conflict . 

The unit best qual i f i ed for a world currency was the 

dollar but the possibilities of the latter have been 

notably l imited through i solati on from the European market 

and through the attitude assumed by the United States . 

Wl th regard to the bank's operat ions few facts arc 

revealed. The Embassy bas requested copl cs of the full 

report but is informed thnt this will not be available 

for two or three weeks. \Yhen r eceived a more eanpletc 

analys i s will be submi tted. 

PliiUIPS 

NPL 

Regraded Uclassified
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TREASURY DIIPAin'MENT 1.64 

INTP ~ CCIRIIINICATION 

DAft April II , lMl 

to Socretar.Y Yorgeotbeu 

Nr. filley 

l'lll reporta: 

Aprll 2. The Sortet biiDk accoUDtl at t he Chaae at the close ot buaioeaa 
)IUCb 14 1941, totalled $36,358,086.99 (tbeae are tbe accouota ot tbe State 
&anl< ot ioe U.S. S. R., ~torg, Belt tor .ForaigD Trade, Yoacow Raro<b>J or LoDdoo , 
1114 lhe Ban~u• C.-erce pour l' J!Urope du Nord, Pari II. 

A,ril 3. Tba .. Jor food pecJal&e ooaplllliea ud tranl ageDciea (12 1D 
...,.bar) t o liew York Ci tT do1Dg buaineaa wHb O.J"II&DT lbowed depoai ta tor the 
poncd 1ul;r l , 1939, to J"ebru&%7 28, 1941, 1Dclll11,.., ot tl0,862,1~.74c. 
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Yaellllll'a, D. 0, 

I lat..,.- cot ol-r tetall1 ot ov propoM4 
arr~at roc;arUac the 0..\rol .-rt- oo~a\rh1 tdlicb 1 
-uoa.4 to TOU aJI4 tdlieh 'till& roterre4 to at ov lut -tu,; 
oa Clllu. 

l, !lie arr...-at wUl IIPPlT k U.. taa ooabt .. -

165 

Ooo\o 11oa, :UO.UCO. llaU1, ......... 0...'-la, ......... lal'1&4or , 
llear.,..., P- &Ill Muioo. I\ wlll -.tot 1a \M opeatac ot 
Ca\ral AMI'i- o\erUac --h tor '-lib 1a Ulooo o-\rte1. 

2. 1\erllac w1ll 'lie ~ truoteraU• '-'- ftl'lou 
Catral -•- aooo•h, u4 tile "'Je••1 te llli1Uac o\arlUt; 
oo-h (tdlieb an ftrT ..U) ot rellteah ta U.. \a oo1111tri .. 
.., 'lie froo1T \raaoterre4 to Oeatrol Aaeriou 1\1rlUt; accoah, 

J, ltll'llJIC wtll .. , 'lie trautera\11 "'-• Oatro1 
Mlrlou eocoah &114 V.I. reciltere4 aooo1111h. 

~. V.I. 4ellan Will ao\ 'lie 11•• 1a • ......,.. for 
0..\rol _._ 1tarUac. It 1e •Uolpa\e4 \lat.\ \1M looal 1\11'­
Uac dollar ore11 :rah Will •t u ...... ,. •teriallT trooo 11,02 u \1M 
IIII'PlT ot 1MI'Uac 1a u.. .. tea ooatrt .. 11 llloi1T to 'lie elton. 

5. Jlrporh t ... u.. ~w "'"" te u.. •• oo•trte1 
eaat 'M paU tor at \Mrs' te V.I. 4ellan, or 1a 1hrllac J114 ,t-... 
-"" V.I. 4ollan ar ta 0..\rol ~- eterUac. .&a repzU 
taporto teto u.. ~w nee~• t ... u.. tea oo~atri11, w ello1ll4 
protar to P«T 1a eterl1ac ere41\e4 to 0.\rol .-n--h; 
"" .. e:q>eot 1a ee\11&1 teet tut ••t ot U.. kelee11 wlll4 'lie 
pe14 tor 1a V.I. tollel"'. 

llr, B. Merlo Ooelaraa, 
V. I . lrea11117, • .....,..,,D.O. 

TOGH 11aoarllT, 

(11pe4) Jfti'T Plu•t 
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TREASURY DEPARTMENT 

INTIPI ~ COMMUNICATION 

fO 

1. !here la "" ou\er harbor IUl4 "" luer llu'bor b. \be port of 

!4u, bo\b. otterlllc coo4 IUICI>o ..... \o a larp -"· ot ..... h . !b.o 
tuor harbor aD4 -rlac llaola are oa\ore4 l'F a cbaaaol 9,000 tee\ 
looc u4 600 tao\ w1.41, file d.p\11 b. \be cbaaaol h 33 tee\ 6 iacbeo 
a\ low •Ur a\ l.a4lu epriac U41 IUl4 38 t .. \ 8 lacbeo a\ hi&b •'-r 
a\ h41all oprlac \141. !b.o •oriac llaola h 8, 200 f11\ loac wt\11 a 
dop\h of 33 faa\ d low •\or a\ lMiaa eprlDc \141 wl \II tav 'Mr\111 
U 36 fM\, 

z. !hare ere ao ~· a\ .t.4oD. Yeooah dhobarp ...a load carp 
utloc \holr ow par la\o ...a troa \be llp\ere plaoa4 aloJ1C11141 \Ilea. 
More \haD 100 ll&btara ft1'7liiC troa 70 t o 320 \oaa ere enlle'bla. !b.o 
Por\ True\ one al\'oral oraau whloh OIUl lit\ II t ou u4 oaa tloa \1 11C 
CI'IJ11 wb.loh oaa llt\ 20 toaa. 

3. Adaa h a tuellac port ...a l>o\11 OMl ...a oll are anllalllo. 
Coal h broll&bt aloocllde ltblpo 1a H&btaro ...a ..,. 'M poll\ oa -..4 
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e\ \he rata of 100 \ou "" 1aov. !hera an tl•• oil tv.al llor\llo ..bora 
t""l h Rppl1a4 l'F ....... of n'IIINrpd plpo 11••• ...a noatlac \ol'lliMla. 
the •"- rate of aupp~ h 800 uaa per loav, 

4, The por\ bu - taoill \leo for repalriac •uoah IUl4 •+1••'7· 
Propelhre ·are retU\14 ...a a\era tu'Mo rallaabe4. Thera h a apeciel 
,..reb.ov.oo ell4 atorap plaoe tor ezploll,..• ell4 11111-lllu. 

II. Yueelt ..,. eater \be port ao....tlT a\ .., u .. •• 4eT IUl4 al&bt 
.. ,.leo h •la\&11114. 

6. The prlaolpal oo-relal tactloa ot the por\ baa Mall to eo\ 
II eo ea\repot tor nw •wriala troa all of \be evro11D4111C oou\rleo. 
t a a ..,rat Tear 1,800 YeeMla, wl\b a \o\al Mt \o- of Oftr 

6 •1llloa \oao, oall at \be -port, 
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Thi s draft prepared by Kr . Foley, Ur, 

hn and Kr. Cox and is the f i rat draft • 

• 
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1.69 

The •ll eatabliahed polic7 of the Nation 1a to 

get as fast aa poaeible all of the guns, tanks, ships, and 

airplanes which are vitally necessary for our defense a.nd 

the defense of those nations who are resisting the forces 

of aggression. We are determined to attain this ujor ob­

jective consistent with our democratic way of life. To 

attain it, we IIIUSt eliminate as quiclcly and u efficiently 

as pcasible all of the factora which hamper the production 

of military and naval equipment- -and we should do this at 

the earliest posaible stage. 

4 ' "' ./ 

For the 1rmy and Navy to award contracts to any 

financially irresponsible manufacturer or to a person who 

would violate a Federal criminal a tatute bf bribing an 

official to obtain auoh a contract would be unwise. Aa a 

practical matter, it would mean that such a -.nufacturer 

probablf would not deliver the qua.lit1 of mllit&rT or nan! 

equipment required--or delinr thea in the faateat poaaible 

time. To award a contract to a manufacturer who has a long 

peat histor1 of violations of all of the Federal labor lan 

and a long past history of atrikea in hia plants would like­

wise be unnee: The chances are thAt the production of the 
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defenu articles would be al.o•d 11p by labor trouble~. 

To meet the .ajor oblectl•e• of ge t ting the beet 

plMes, guns, ships, and tanka &a fut u poaalble and, 

at the same time, being fair to the employees and the 

ell!Ployers, the policy of the Govel'lliUnt will be f urther 

carried out by a new provieion in all defense contracts. 

By the terms of this provision, all employer• recei•ing 

defense oontraota agree t hat they will comply with all 

labor laws of the United States. These labor laws were 

intended to avoid strife between employers and employees 

and to afford a peaceable and reasonable means of resolving 

labor disputes. 

Only those contractors who agree to comply with 

all Federal lan affecting labor will r eoeive awards of 

contract, unless the need for National defense of a par­

ticular proapect ive contracor'e f acllitiea or services 

maybe such that the failure to a ward the cont ract to bill 

would substantially interfere with the acoompliahment of 

the National defense progr&JL Thus, where alternative 

' 
sources of production are a•ailable, the Govel'lliUnt can 
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- s-

determine, where it is reasonable to do 10, that a 

contractor who Tiolates the labor lawe of the United State• 

should not be given a defense contract. But, if the manu­

facturer' a plant or eervioea are neoessar:r for defense 

purpoaea, the Govermaent can a ward him the contract. 

It has been the e.xperienoe of the Government that 

onl;r a ver;r 11111&11 percentage of the unufacturers of defen.se 

articlea in t hi& co1mtr;r are 1mwilling oonacientiousl;r to 

comply with the labor laws of the colDltr;r. It haa aill.ilarl7 

been the experience of this Gonrnment that only a very 

small minority of the rank and file of labor are interested 

in subvert ing the labor laws of this eo1mtry. Therefore, 

a cont ract provision of the kind that will b e used not onl7 

11eeta with the experience of both emploreea and emplorers, 

but atatea in clear contractual fol'lll the polic7 of the 

Government to carry on the defense po ogr1111 without inter­

ruption and at top speed and to r eaol n labor dieputea 

fairlr and peaoefull7. 
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COMMUNICATI ON 

THE PRF.SlDEN'f OF THE UN1TED STAT~ 
............... 

THE Gt.~h&AL PRI:O.CIPL£8 CO\'EIL,,SO TilE LETTI ~O OY 
lli.YI .. ' SK t'O~TIUIOT8 A.'IO TOll I,ABOR POLICY ADOPTED BY 
TUE l'ATIO~AI, DE.~Ss•: AI)\'ISORY COMM IS1!10 S 

S«rtv~au 11. lttO.-fld't~ to dllfl Commit.t.ee ol the Wb<Hc UOOM! OD t.bt 
ttAt.t ol \.he V'tdon ud ordued to be pri.nt.ed 

To tAf' C'u11grt~.t of th~ rrr1itrrl State1: 
·rtw N'~t l ioutll De.f~utl(', Athtisory Commis.o:;lon ou SoptA!mbtr 6, Ul-40, 

ur11nimou.sly ugret.'tl to ond ttdopt.OO genaral principle$ goven\iHj( tJu\ 
I~Uing or nitim\ftl·t1ef~n~ eontrtlcUI. On August. 31, t.be Comtmsaion 
oJ-'10 unonimou"-IY tHIO~•te<l n tit.Ate.ment of labor requircmC•lt-.1 ILl l\ 
ttuidt• for t'Onlr.cloM W~'hO luwo received notional.dcfeuse otdc.A from 
tbt l"nited Statt~t~ Oo,•t~n\ment. 

I ronEider the&e two document. to be of suc:b importa.nct u lo justify 
my tending them to the mem~nl of the Sen•t.e and the llo\llf of 
KtprRnlath·e. u a nuu.ur of information. The valute of dlt!IM 
politW and prinripiN to tht" Govemmf'n,, to indU8try, agrieult.l.lft, 
labor, and to tbr ('()Untry, ~tionally and a$ a wbole, •>ill be~ a t. 
~-Tbt grMnl printip1~ go,·eming the lf:u.i.ng of dtfeo...~ com.*ta 
loUo.-: 

...... - Gl . .... - ""'·- • ...,..... ............. Gl .. e<~eq ............ , e! IM\eria ... fll t hto propl'r c1ulit) ln. tbe ~ topllelfl ol ll.me J.,....bh' C.OO. 
~~ ul Jllrieor! a~ aN hlttbly important, bu1. ln UMt ~ttl1 &m nut ........ ~ 

I. fttlm'l of df.lh uy ut .. n lttm• 011 lbe del'entoe pro~.ram is ~nt1•1 ns. ........ 
+•) Tb•J Of"CJJ-111 11h01•~ 1 l..e plAoed In web a mt.nntr u to lntunt Uwt tn()lrt ~tft· 
~~of ~h a•rlltu,ar faelll~y fr(un the point of,-~ of the pros,.m a;a a 

••,) ;.,lat r rofltl' COIU:Idctatlon AhOllld be giv«":n to eontl'ltl'ato~ hKit111tM. . liCih 
•~'.,. •nt~ebiDI" loc.t ln~lul!tt)', t<t •void ell!atln~ underly'los boUieneekllj 
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GROIIP MEETING 

Present: 

H.J.!.Jr: 

Foley: 

B.1t.Jr: 

Gaston: 

H.M.Jr: 

¥r. Pehle 
¥r. Cochran 
)(r . Wiley 
Mr. Bell 
)(r. Young 
J.lr. Thompson 
Yr. Kuhn 
)(r , Graves 
)(r . Schwarz 
Vr. White 
)4r, Sullivan 
)lr. Gaston 
Ml'. Haas 
Mr. Foley 
Mrs. Kloh 

lpril 7, 1941 
9:45 a.m. 

Everybody had better keep about ten feet 
away from 1118. I caught cold going out with 
Ed Foley Saturday night. 

lnd five hundred others. 

Herbert, I see you escorted the Malaya in. 

1.82 

They tell ae that was done, yea. The problea 
is to keep private planes from taking pictures . 
I don't know that it can be done very success­
fully . We will have to go outside the law 
to do it. 

Would you like to have the Marine Corps? 
Don •t you know what Treasury does? ,-
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Gaston : 

H.M.Jr: 

Gaston: 

H.li.Jr: 

Gaston : 

H.M.Jr: 

Gaston: 

R.II.Jr : 

Gaston: 

H.li.Jr: 

Gaston: 

- 2 -

Yes, I have learned sooner or later. 

They didn't •ant the pictures taken, but 
I see that they took them any.ay. Bow are 
our Coast Guard cutters coming along, the 
ones that are to be turned over? 

They are coming along all right. They 
~11 be ready probably the alddle of this 
•eek to turn them over, and the idea is 
simply to have the senior captain ac t and 
t urn them over to the British. 

flbere will the crews be, off the )(alaya? 

No , they are not i n yet. They are coming 
in the middle ot this week by ship. 

I understood they were coming off these 
cruisers . 

1.83 

I don't know just •here they are coming 
from, but I don't think it is off the Malaya. 
They said they didn't expect them in before 
the latter part of this •eek . 

Anything else? 

l ie still have that Gei'IWl tilm here that 
came here consigned to - it is called "3eig 
Ia Westen, " "The Victory ot the West. • It 
hasn't been sho.u in this country yet. It 
is about a two hour film. 

That isn't the one they showed - -

It bas parts of that film in it. That dealt 
•itb the Polish •ar. There were just a few 
shots of the Polish •ar, but most of it is 
Belgium and France and the Maginot Line, 
and the advance through northern France. 
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Ia it int eresting~ 

It is very interesting. Of course, they 
pick out the parts they want to show the 
efficiency of movement of the men and the 
machines and so on, and they play down the 
bloodshed end of it; but there is something 
to be learned from it. It gives you a 
tremendous impression of the efficiency of 
their organization. 

The artillerymen who looked at it said that 
it was the f irst good in!oraation they had 
bad. Well, in !aot, the Colonel there said 
that it is the first be bad known about this 
big mobile gun they have. They show a gun 
that must be at least a six inch gun, probably 
an eight inch gun, on a truck, moving and 
firing and - firing in motion, and be said he 
badn •t known they had such a gun. 

Well, what happens to the film? 

Well, we presumably give it back eventually 
to the people who imported i t. 

How long can you hold it? 

Of course, thef want it in a great hurry, 
but that doean t mean anything. 'fie can 
bold it a day or two •ore. 

Is it interesting enough to show the 
President? 
I do think it is interesting anough to show 
the President, yes . 

That is U.F. 

U. F. A. That io the i nitials of the Geraan 
Film Trust . 
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It takes two hours? 

Yes. It is twelve reels . 

Is it all in German? 
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No captions. It is scored for eound. The 
sound is in German. It baa muaic and talk 
aoored on the film. There I.e some actual -
on the spot conversation of the soldiers 
and so on at times. 

Does it show actual battle action9 

Oh yes, they do. I think it is the most 
extraordin&ry war action picture. 

You know they lost, they eay, about 20 photo­
graphers who were killed. 

Yea . They explain that eome of l. t was taken 
by special photographic details and some of 
it was taken just by ordinary soldiers who 
had motion picture camerae. 

I doubt that. 
well , you take these portable cameras. They 
did have them distributed among different units. 

But tbey said they bad about 20 photographers 
killed in action. 

I don ' t doubt it. A great lot of this is 
taken during actual action. 

Well, I will ask the President about it . You 
holcl onto it. 

Yea, we will holcl onto it. 
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Wbo else saw it from the Treasury? 

Sam was the only one down with me. 

I saw moat of that when it was shown up 
on the Hill to members of Congress . 

No you didn't . 

No, this is another one. It is France and 
Dunkirk. 

It was cut a little diftere.ntly, but it is 
in there. 
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There ia a whole lot of advertising 11 terature 
along with it, big posters and so on. I am 
inclined to think the net effect of letting 
thea show it may be good. 

You do? 

I am. inclined to think so. It is intended 
to be very favorable to Germany. Waescbe 
baa bad some talks with Viokeri of the 
Karitlme Commission about gett ng ships for 
the Weather Patrol. The mos t promising thing 
seems to be some ships that are tied up on the 
Great Lakes, but it will take two or three 
months to get those ready. I suggested that 
be talk to him again about some temporary 
ships. 
Well, 'tlhat about repa.ira to these Italian 
abipa? Han you got the money? 'Who is going 
to - who has got charge of it? 

We can't do anything on them until they are 
in some different status than now. All that 
I did was early last week. I suggested to 
Land l ast Tuesday that he put some men on to 
.ake surveys and they have done that in pl aces; 
and they are going ahead with that, making 
detailed surveys of the coat. 
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'l'hia is since Wedneadl.1' night, and I want a 
progreas report tor the President . I aa 
auppoaed to see him at noon. 
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All r ight, I will give you a progress report . 

Will you put it in Yra. Klotz' hand to give to 
me for lunch? 

Yea. 
He gave us that assignment Wednesda1 night, and 
I want to know where we are at. 

Well, I went to work on it Tuesdl.1', the dar be­
tore he gave it . 

But nothing has happened? 

Everything that could happen, as far as I know. 

But no repairs are being made? 

We can't 1118.ke repair a on it. We have no 
authority. 

We haven' t got title to it . 

Let ' s &&f that, then. 

It you want legislation for us to take them over, 
we can draft it. 

Well, let's B&f that the - I mean we are not -­

ot course, we could ignore the law and ~o ahead 
and start having oaatinga made it that 1a hia 
wish, having castings and parts made. 

Where are you going to get the money from? 

Let the Karitime Coamiasion take it out of their 
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funds . 

Vlhy should we do it at all, Herbert? 

If we c;ontemplate takine the ships, acquiring 
them, JUSt to ~xpedite the WOJ'k of getting them 
ready for serv1ce . 

That is the job of the Maritime Commission. 

It is . 

\'/ell, let's get out f rom under thcl:l, because I 
don' t want to be carryir~ i t and have the Presi­
dent look to me and have nothing happen. 

At the very first opportunity, I sent word to 
Admiral Land that they could come aboard and do 
anythine they wanted to do . 

Will you and Foley !live me a memorandum to go 
on one page to the President? 

Yes. 

Before noon? 

Yes. Give it to ~s . Klotz . 

Right. 

Aeything else, Herbert? ·;,bile we are on ships, 
does anybody know whether a~· legislat~on ha~ 
been introduced to take over these Dani sh sh1ps? 

No. I have got it dravm if you want to take it 
over . 

The same l egislation could cover all of them. 

Yes, it covers them all, requisitions them. Here 
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1• a copy of the letter 70u signed rester~. 

This went to the President resterdaf at 2:30. 

Here is a memorandum of Bernie's talk with 
Stark. Stark wants to talk about the letter 
to ~ntague Norman. Here is a cop7 of a conver­
•ation Bernie bad with Justice Brandeis about 
the thing. You •1 want to read that. Colonel 
DonoT&ll told me Saturdq night that Giannini had 
talked to him about taking a retainer in connec­
tion with the request for additional branches. 
He Mid he wanted to COlle in and talk about it. 
He Mid he didn't want to take a retainer i! it 
wae Iust a political matter, but it it was a 
lega matter and there was something he could 
do, he would take the retainer, but he wanted to 
come in and talk. 

How about ~ statement to Senator Glasa? Ia 
it readl? 

It isn't flnallr readlo 

When will it be readl'l You have had a lot of 
tilll. 

We han been working on it. 

lllhen will it be reaq? 

We will han it readl Wednes~. 

Oh. 

When do rou want it? 

Now. Wb7 doe• it take so l ong? 

Well, we have been working on other things. I 
hann't gone onr it with Gent Du!tield, Gent 
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has got some ideas, and I haven ' t talked to 
Gene about it . 
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Well, step on it, will you? Wedneadq mor ning? 

Yea , we can have it ready Wednesdq morning. 

Put him do11Il for 10 :15, lfra . Klotz , bank holding. 

Is that a general conference on the whole sub­
ject? Delano has a lot of material, too. 

ill right. 

You might want a general conf erence. 

Sure . 10:15? 

All right. 

Are we going to meet this morning? 

Yea. I want a few minutes after thi s for Young 
and Oscar and Harry Hopkins. It won't take 
very long, and t hen I will phone you. 

Right. 

.lnd I was very much interested. I dldn ' t miss 
it by1111ch. You remember I said that I thought 
that a hundred busi nesses had 75 per cent con­
tracts? 

Yea. 

Eighty concerns have got 85 per cent . Did 1ou 
see that clipping? 

No, I did not. 

You might get that . That ia that latest bulletin. 
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If you would get those concerns it wouldn' t 
be very hard then to study war profita. It 
makes it very easy for us. ill right? 

Yea, sir . 

Mr. Acheson wasn't in town yesterday, but I 

191. 

got Mr . Berle and gave him your message, and he 
said he would clear with Ur. Bull and get in 
touch with you. 

I wonder where we stand on that. 

I asked him to ring me back 1! he had any infor­
mation to give us, but he reminded me that they 
had been in touch with the Uinlater on several 
occasions and had let them know that they are 
anxious to do whatever was --

If the President asks me about that --

I can get in touch with Mr. Berle this morning 
and find out . 

Will rou let me know? 
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Surely. I told Yr. Pehle about it this 
morning, too . 

Is the unfreezing order drawn, Pehle? 

1.92 

Yes, air, it is drawn. Sanething came up, 
however, that throws a little light on that. 
Late Friday we got a request for a trans­
action involvin~ 250 thousand dollars of 
Y~oslav funds 1n a amall bank going fran the 
U01ted States to Switzerland. I talked to 
1.11'. Bell, and he agreed I should call Dean 
Acheson, which I did, and Dean agreed it should 
be discussed with the l.!inister. Late Saturday 
afternoon, about five o'clock, Acheson was 
out of tollll and Hiss called me back to sa1 
that it had been discussed with the Minister 
or someone at the Legation had discussed it 
with the Minister, and thef said, "Don't 
put it through," so of course it isn't going 
throu~, but it shows, I t~ink, that the 
Legation is beginning to see that the freez­
ing order is some help to t hem. Thef mey 
not want it revoked. 

That is what the President said. He said 
to do whatever they wanted. 

That is all . 

John? 

I have nothing. 

The William Allen White Committee would like 
to get all of its chapters steamed up on the 
need of economic warfare as the next big thing 
that we can do to help the British, and they 
mean by that not only freezing but all th.e 
other thi.ngs that we were talking about in 
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Januaey. They wanted to lcnow firstly, 
whether you had any objection to their 
starting that line in their bulletins, and 
secondly, whether they could come to the 
Treasury for information, whether they could 
talk to anyone around here about what things 
we have done and what things we could do. 

I am kind of a cared of it. I think IIJ1 own 
reaction ia that I don't want to give thaa 
any advice, and I don't want to help thaa. 
Let them go to the State Department. 

I will tell them that . 

Philip? 

I have nothing. 

I will see you and Oscar. 

~eorge? George, are you helping Sullivan on 
this--

Yes, he did moat of the work. 

Shouldn • t he be in on this? 

I was going to ask you if you didn' t want 
him. 

Good. 0 

Allison is down a little. 

I think we will stop getting that each week. 
We can get it on a two week basis. 

All r ight . 
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Did you want to talk to me about anything 
elae? 

No, did you want to talk to me? 

Well, I have got a memorandum and Phil is 
looking over it now and prob&bly you had 
better nit. 

All right. 

B&rold is trying to ateal one of mJ men for 
the defense aavinga staff and to cooperate 
with him I would like to bring down a New 
York llaJl here. There ia more happening 
here now. 

Who does he want to ateal now? 

lolr. King. 

King? I should think you would weep . 

I haven't objected. 

I shouldn't think you would. 

But he ill well adapted for the particular 
job that he wants - that they han there--

What is it? 

<k1 the radio. 

It gives you a chance to get a good man. 

That is what I would like . 

All right, I congratulate you. 
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'!'bank JOU· (Laughter) 

Where does that put you (Graves)? 

Harrr'i' 

I have nothing. 

De.n? 

That Yorgan report that you asked about 
apparently was a sort of misunderstanding. 
Gifford had it that be would do the rep. ort­
ing, and he had aoae unders tanding with 
Yorgan that they wouldn't need to report. 
Kerle has been in touch with Gifford, and 
he 1a inclined to go alo.ng, and said he 
would like to discuss it more with you 
first. I think it will be straightened 
out today or tomorrow. 

Will Mor~ report? 
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I don' t think there will be any difficultf. 
They told the Federal they would do aDJthing 
JOU wanted, but they had this understanding 
with Gifford. It is just a misunderstanding 
all the way along the line, I think. 

Gifford said he would call back today, and 
he was sure he would get it straightened out. 

Could ;rou give us acme time between, aaJ, 11:30 
and 12:30 on the RFC financing to han a 
discussion of it? 

Yes. Not that I want to. At 11:00 I have 
got Cox, Fol ay, Young, and Bell. 

What 1a that on, Ed? 
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You &aid you wanted to go over that quid pro 
quo agreement. 

That is right . Shall we clo it right after 
tha t? 

Yes . 

How uould that be? 

That will be fine . 

Is George in on it'l 

Yes , Geor&e and Hadley. 

Right af ter t hat. How long v:ill the quid pro 
quo t ake? 

Hell, I don 't know. I don' t know 11hn t you 
want. 

I just want to know the status of it so when 
I talk to the President I can revort t o him 
what \'ie have done and why we can t go any 
further. 

\iell, it is the same as - nothing has been 
done since that oemor&.ndum you too:: over to 
the meeting last Wednesday afternoon . 

•::ell, we nill t aLi: about it . 

(Telephone conversation with J.:r . Delano 
follows : ) 
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Aprll 7, 1941 
10:1} a.m. 

Good morning, Mr. Secretary. 

How are you? 

Pretty well. 

:197 

I've called a Treaeury meeting at 10:15 
Wednesday at which time I want to go over 
the plan on what we're going to do on the 
Hlll on bank holding, and Foley 18 preparing 
a statement and Bell tells me that you are 
working on a statement alao. 

Well, we've worked on a lot ot data here 
which ia s till in the r ough, that is a 
statement to·r me to follow you. 

Well , you've got t wo dayo notice now. 

All right, air. 

Now, I want you t o give somebodY - I'd l ike 
you t o work yourself or with Foley - there 
must be examples where they' ve driven banks 
out or a town and so f orth and eo on and 
been perfectly ruthless. 

I think they've done that. The dlftlcul ty 
is to say so - prove it you know. 

Well , there muat be t owna where there were 
three or tour banks and there ia one now. 

Well, we're diggin~ around arter that, 
Mr. Secretary. Ve re going to find them 
i f we can. 

Well , you had better step on i t because I 
know they are t here. They must be ther e -
they must have gone into towna. 
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We1 Ye Men WOI'k1111 on 'ba' UllJII. fbeH 
fellOWI of oure ba•e been a 11,tle b1t 
peee1•1et1o about f1n41n& \h ... 

Well, aet 1n on 1t JOUI'eelf. 

I will set in on it, Mr. BeoretarJ. 

And between now and WedneedaJ I expeot aoae 
reeulu. 

All right, e1r. We'll set riaht atter it. 

R.M.Jr: O. K. 
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'ffllere were we? 

I have made no attempt to have anybody 
fran the Federal Reserve come over ana dis­
cuss this, but I have been in touch with 
Piser and told him I wanted to call him today . 
I don ' t think you want to see anybody, do 
you? 

Not the way I feel today. 

Today or tomorrow? 

You do it for me. 

Just discuss it with them over the telephone? 

You do it. 

O.K. We are having Frank in at 10:15 to dis­
cuss that fiscal and monetary committee, and 
we will have something for you before 10 o'clock. 

I hope I have lunch with the President. It 
will be terrible if I don't. 

That is all I have. 

Have you gotten the letter from the President 
yet on the Harry Hopkins Lend-Lease business? 

Not yet. 

Ur. Young and Ur. Cox took care of it. 

I was counting on you. 

I was hoping it would oame in . 

No . 
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111 r!.Pt. I will ••• JCN aU later • 

• 
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TREASURY DEPARTMENT 

INTII:It-QFFICE COMMUNICATION 

TO 

, ... 11r. Cochran 
STRICTLY CONFID ENTIAL 

!bo Sooret&r1 tolepho..-4 •• at IV boM at S:li? a.a, SIU>dq, April. 6. llo oatd 

tut tbe Prooldont hAd aokod hill at 12 :30 Sat\1rdq nlsM to haTe a aou1149 oo-=1-

catod to tbo YucoolaY IU.niotor on 8tmde7 aorl11ng to tbo atfect \bat tbe Prooldont 

4oolrod to do vhatOTOr ail!l>t be holptul to Y~~CColaTla in tho vq of froollng or nn­

!rooslns TU&OolaT fW>da ln tho tJlll ted Statu. I O'Of:SUted that thlo uoo&£0 be 

.... .,..a throUO> tho state Depart .. nt, olneo it hAd been otficialo of that Doputaent 

vbo ua 41ocllloed orlsi~ vlth the TusoolaY llintoter tho quootlon of OW' fre01lng 

Tll&')&l&Y aoooto. Tho Sooret&Z'l' approYed thlo euueotlon • 

.lt 9 o'clock I called tho ruidenco ot J.oeiotant Socret&r1 of State Dean J.chatOil, 

Nl llarud thot he wae ln :r., llann &J01 would not return to Vaehlngton Wltll laot 

Dt£1>t . Conooqu.entl.y I turned to J.oolotant Socret&r1 of State Berlo. whoa I reached 

at 9120 at bh home. I sen the aonage to hlm ao recelTed from Sooretaey l!orsonthau. 

1:r. l!erlo folllld thle aoeaage i n llno with tho remul<o whleb tho Prooldont &J01 .letlng 

StcrotaJ7 Volloo hAd 11114o 1n recent daT• on thlo quotlon. Hr. Berlo proalood to 

ctl IJ! toi>Cb with Socrota27 !lull ot once with the Tlov t o clearing tho "''"&&SO to 

II!Ahler J'otl\cb. 

I reported tho ebon at tho Staff •utlrag at 10 o 1cloclt thlo mornl,.;. J'ollovlng 

lbo Stoff aootlrag, I tolephoud Kr. llerlo . lie told ae that ho had pr o.:ptl.y rele;red 

ruterdt¥ to Moura. llull &J01 Volleo the .. .,&SO Vhleh I hAd ~:tnn ao eoaing fro• 

tho Pretldent thro\ll:b Sterot&J7 l!orpnthau. Hr . llerlo va o wxl.or tho l.zproulon that 

Secretory !lull bad aloo rtct1Tod a aeoofti:O in a olmllu eeneo from the Proel4ont. 

1\r, l!erll added that Keoaro. Hull aD<l Wollto were ln touch all dq :reotordq with the 

TacoaloT KWator &J01 let hill nndorotand cloorl.y t hat lt vao tho detlre of t ho 

Prellolent and ot \bla Oonnaollt to do whatonr vao holptul in reCAJ'd to TusooleT 

!11114a. Mr. Berlo t boUO>t , howenr, that ln Tlov ot tho poooiblll ty of a fairly rapid 

h etp toward llolgredo 1>7 the Goraano the Y~~CCtlllT OoTOrnment aij!ht datlllUol.y prater 

that our troe•irag cont rol be contllluod. It vao undorotood that the Yugoola~ Mlnhtor 

•ould continuo to follow the oituatlon and vould lntora the Dopartaent of State ao 

to anr obunetlona on t bh .. uer vhlch aij!ht be reeoiTed fl'OII :S.lue4e. llr. llerle 

ul:td that I report to Soerot&r1 Korpnthau that hle aaeoop of :rootordq bad boon 

pro~~pt)¥ rolqod, and t.loo tbot I ollllll&rlst the e.bon connraatlon to the Socret&r1 . 
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RE ;,ID TO BRITAIN 

Present : 

H.I.!.Jr: 

Young: 

li. ~'. Jr : 

ar. Foley 
J.:r . Young 
J.!r . Cox 

Let me see what 
then I have got 
you. 

the orders are for us fi rsti and 
something else I want to te 1 

Cliff has done a swell job on that stuff . 
These requirements arc based upon British 
requirements for the Middle East, what can 
be used there, plus certain information from 
Donovan, plus separate lists of the Yugoslav 
rinister and checked by both the British and 
the ifar Departoent . 

fleH , they told me last night - I was at 
Purvis' . Sir Arthur Sal ter was there and 
Sir Frederick Phillips, ~onnet, Stimson, and 
myself. The~ ha'le gotten llord nor. that the 
Yugoslavs sud that they llill thro1·: i n their 
lot r1ith the Greeks a.nd the English, and Yle 
will let the English be the central pool and 
divide up everything but the thing that I 
want to get t o you people and the main thing 
I Ylan. ted to take up with the President - but 
I wanted to know whether anything has happened 
since - I got the best explanation of the 
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Young: 

H.J.I.Jr: 

Cox: 

-a-

British shipping that I have heard fraa 
&DJbodJ frca Sir .lrthur Salter, 

.h beat I can remcber, they have a formula 
baaed on 35 million tone to be landed of 
which 19 waa to be food and 15 tone - million 
tone was to be - 19 million munitions and 15 
million was to be food. Aa it went from 35 
million down to 30, they would continue that 
a .. e relation but aa soon aa it dropped below 
SO, the food would get two for one for 
aunitiona. That explains wb,y they have acae 
430 thousand tone of steel on the docks aa 
of Thuraday or Friday awaitinf ahip~~ant. 
They have a topped a ending mun tiona and given 
way to food because reall{ thty have dropped 
down to about thirty mill on or leas tons . 

What ia that, a week? 

Thirty million tons a year, to be delivered. 
Now, this is all terribly confidential, but 
I want you to get it and than I want you to 
aee why I want to hit this thing and hit it 
eo harCi. They only have somewhere between 
12 or 13 weeks of reserve meat. On wheat, 
they are all right because they can carry it 
onr with the crops, but anything that would 
go particularly wrong, you see, they are in 
a hell of a shape . Now he alta back and aaya 
that they are losing at the rate of five 
ailllon tone a year, that thay will build 
between one million two hundred thousand and 
a million two hundred fifty thousand tone a 
year, and they are counting on ua with this 
nn program. I think it ia about three, 
hn't it? 

lea. 
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H.!l. Jr : 

Cox: 

H.ll. . Jr: 

- 3 -

l!illion tons . J.11:frle.y1 the total must be 
around three because ne figured it was 
about four million and a quarter tons that 
we would produce in ' 42, so he said, ''Well 
we are practically all right." They seem ' 
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to think that they are in shape as far as 
food and everything until February of next 
year unless something happens or we do some­
t hing drastic . Now, until I asked Purvis 
Wednesday night how much is on the docks, he 
didn't know. You (Young) told me five hundred 
thousand, so you are practically right . That 
is just steel. But the fact remains that 
they are not laking any. They have allocated 
18 ships to go f rom here to the Middle East 
out of their whole pool, which means 82 ships 
because it takes four months to turn around, 
two months there, two months back, and depend­
ing how long - if these ships stop in India 
to pick up stuff for us, that delays thmn 
that much longer, but it takes about 70 ships . 
Now, the thing that I have been asking them 
about, I keep asking them all the time about 
ships, and they say - he was told Saturday 
that the Maritime Commission has 60 ships from 
the coastwise trade that they could throw 
into this business. I don't believe it, and 
I will tell you WhT· If they took 60 ships 
off our coastwise trade, there would be the 
damndest squawk go up you ever saw because, 
after all, a very large portion of it must 
be lumber from the West Coast. 

Tht.t ia right . 

And if they threw the whole 60 in, it would 
throw all that extra stuff on o¥r railroads, 
and I don ' t think our railroads are in shape 
to handle it. Now, what he says is that if 
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Cox: 

Foley: 

ll.l.!. Jr: 

Cox: 

Foley: 

we could pr orldt 70 lhipt to take OTtl' the 
l&iddle Easttrade new - he sa;ya not the 
Yugoslav ships, but s<Dething new to be 
added to the pool, that aeans that they 
coul4 han the 70 addi tlonal ships to t&lce 
thia steel and food and eo forth to England, 
eo it gets rhbt do1m to those Danish ahipa, 
and it 1e jua£ damned nonaanae that this 
thing has ~een ldcldng around this tOIIII for 
two or three aonths . 

liore than that. It atarted lut fell. 

We started last summer, late last summer. 

The President told Hull Wednesday afternoon 
to go ahead and have the legislation in­
troduced. Nothing haa happened, has it? 

llo. 

Ho bill haa been introduced yet. We have 
a draft, if you want it. 
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H.li.Jr: 

}'ole)": 

H.J.I.Jr: 

Fole7: 

H.Jl.Jr: 

Cox: 

H.li. Jr: 

Cox: 

H.ll.Jr: 

Cox: 

H.ll.Jr: 

Cox: 

H.J4.Jr: 

- s-

Ban a bill. 

Yea. 

Well , the Preaident rapped me oTer the 
knuckles when I spoke up about it, what 
did I know about thia thing. 

Well, I told Huntington to get it up when 
the question c&ae up, and we grabbed tbe 
boata because I knew fOU would be looking tor 
it. 

I think I 11111 packing the uat ot this whole 
thing in. It is all Tery loTel)", all ot 
these speeches and all ot theae state•ents, 
but the tact remains right now it we want 
to make a contribution we ahould auppl7 
new ships that will take oTer entlre. trattic 
from here up through the Suet and there ia 
no uae sending to !den. Did {ou aee that 
report? The)" haTen' t eTen go a dock in 
Aden . 

Yea . 

ETerythlng ia done fro• lighters. 

Baara is the beat one . 

That la fair, but that ian't too bot. 

It la better than nothing. 

It la the beat bet, but ot oourae, what he 
wanta ia to get --

He wants to go right up the Canal. 

Up to the Sues and the Preaident baa got to 
aake up hla mind and be ought to we up 
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Cox: 

H.M.Jr: 

Cox: 

H.loi.J r: 

Fole7: 

H.M.Jr: 

Fole7: 

Cox: 

Foley: 

H.M.Jr: 

Cox: 

H.M. Jr: 

- 6 -

his aind toda,- it be is going to do soa-
thing - - . 

He has got a practical 

But this --

Advancing along the lines you are talking 
about because so much of the problem is getting 
stuff to the middle East that ia not arms 
and munitions, and you run leas political 
danger doing it than JOU would sending guns. 

It was all I could do not to call him up last 
nildlt, but this thing has been !mocking around 
ana the bill hasn't been introduced. 

No, it couldn't be introduced because they 
are in a recess. 

It couldn't? How about the Senate? It 
doesn ' t have to originate in the House. 

No , but I think the Senate is taking three 
day recesses also, and of course, they have 
been in session once since Wednesday when 
Hull was told, but - are they in session 
this morning? 

I don ' t !mow. 

It might be introduced this morning. I will 
check it. 

The whole thing gets down to this question 
of - and I wondered if you men had anything 
to oont radict what I am saying. 

No . I think you are dead right. 

Isn't that the immediate problem? 
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cox: 

H.M.Jr: 

Cox: 

H.II .Jr: 

Cox: 

H.W.Jr: 

Cox: 

H.W.Jr : 

Cox: 

Young: 

B.lt.Jr: 

Cox: 

H.W.Jr: 

Cox: 

H.\I. Jr: 

209 -., -
That h the crux of the probl .. , 78•· 

That we should take OTtr that group entirely 
and than reline these abipa eo th17 can 
take steel and food to England. 

That ia the moat important thing we can do. 

Isn ' t it'? 

That ill right. 

You haTe heard me say this a dozen tiaea, 
-what goes into the ships?" They will find 
it . They haTe got plent{ of atuff to go 
into it . The thing firs is to find the bottoms . 
It just burns ae up. 

You would be i nt erested to know that the 
Danes are just hoping that the requisition 
will be done . 

Do you think I should apeak to Hopkins before 
I talk to the President? 

I would. 

I do.n' t think he i a there. 

I can find out. 

I think you ought to talk tn hla. 

I will call hila up. 

I don't know how the7 decided that legislation 
was neceaaarr. I auppoae the .&..G. did that. 

No, the - Hull did that at that meeting 
Wednesday. 
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Cox: 

H.li.Jr: 

Foley: 

H.W.Jr: 

Cox: 

HJI.Jr: 

Cox: 

H.li.Jr: 

Cox: 

H.M.Jr: 

Cox: 

H.M. Jr: 

- 8 -

On political grounde? 

No, legal. 

210 

I think we ought to get legislation, Oscar. 
I think it would be quicker and easier. 

It just burns me up . 

You are right. 

If the crux - and they haven't got a lot 
of time to -

It takes so long to get there that every day 
that you lose on this end may be determinate. 

It takes two months to get there, and they 
are talking about they are going to be in good 
shape in 

' 42. 

It is craty. I can't understand i t. Stimson 
sits there and he doesn't know what it is all 
about. Another thing which ia just an aJIIIIsing 
thing, it seems that while they were down-
I don't know whether you boys know anything 
about this - the President was away, they 
get a telegr1111. to hold up three planes, not 
to let them go, of the Boeings. 

I know that. That is an uaazing story. It 
is fantastic. 

They thought these were these Pan American 
ships that they were selling to England, and 
they held up three Boeings thinking they were 
the Pan Americana. PurTia didn 't want to say 
more than that. They have boen released now. 
Whose fault was it? 
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cox: 

H.JA. Jr: 

Cox: 

Young: 

H.M.Jr: 

Cox: 

H.1!.Jr: 

Cox: 

H.J.!.Jr: 

Cox: 

H.M. Jr : 

Young: 

1!.1!. Jr: 

YoiDig: 

- 9 -

He says he can' t find out , but more than three 
Boeings were held up for about fourteen days 
because they misinterpreted the Pan-Amer ican 
thing to applf to the Boeings. 

Who did that? 

I don' t know. 

211. 

I got the implication from Hopkins' remarks that 
the principal difficulties were due to someone 
in the Embassr getting into the picture, which 
maf or may not be so . 

Of course those other three Pan-American things 
were the ones that this fellow Balfour put over 
with us while I was away. 

And the one he put over on Beaverbrook. 

But the Boeings have cleared now, .haven't they? 

Yea. 
And the other thing they said last night , that 
they onlf took one of tho four-engine eonsoli­
dated bombers because they have bugs in th~ 

What bas bugs? 

These Consolidated bombers. We got them, twent,r­
six, didn't we? They have onlY taken one because 
of the bugs in them. Something is wrong with 
them. Would you find out? 

Yea, 

Y&ke a note, what is tho matter with the Consoli­
dated four- engine land bomber. 

I am surprised to hear that, because they have 
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H.ll.Jr: 

Cox: 

H.l.!. Jr : 

Cox: 

B.ll.Jr: 

Young: 

H.L!.Jr : 

Cox: 

H.li.Jr: 

. 
212 
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been breaking a lot of the record•. 

And find out if - there were twenty or the 
Boeing 17 ' a, weren't there~ I think so . 

I think so. 

TWenty, weren't there, of the B27C' a? 

Yea. 

Find out if they have all cleared. I might just 
aa well ask Bull about that now. I see no reason 
to be timid about it . If he gets sore, he geta 
sore . Th.ere were twenty-six, ao I remember it, 
Consolidated, six to be used for ferrying men and 
twent,r for fighting purposes. 

Is Hopkins away? 

He 1s awq. I love the way stiluon sits back and 
talks about these Boeing• a• though he got every 
one or them. He forgeta about the enKine deal 
and everything alae. He says to Purvis, "Why 
didn't you come to 1114? I handle all of this 
stuff. Why didn't you tell me that you weren't 
getting these ships?" 

But this business of these ships - and I think 
it ia in Hull's hands. We will find out. I am 
just going to hit like hell. 

They bungled that thing on asking for new legis­
lation to amend the Neutralit,r Act to allow 
American ships to carry stuff through Halifax to 
those new bases. They don ' t need legislation for 
that. 

No, :you told me that. VlellL the other thing, I 
am giving you all I know - ~vis said that Satur­
d&1 the;r told him the{ were making hill a present 
of the George Washing on. Do you know aeything 
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Young: 

H.M.Jr: 

Foler: 

H. IJ.Jr: 

Cox: 

H.M.Jr: 

Cox: 

H • .M.Jr: 

Foler: 

H.J.!. Jr: 

Foler: 

H.JJ.Jr: 

Fole1 : 

about lt? 

Who ia? 

-u-

The United States Government . 

WUat be the Karltime Commiaalon. 

21.3 

Inaimuch as she ia a coal-burner and ther don •t 
want to convert her to an oil- burner. I wo.nder 
if he la talking about the old George Washing­
ton, posalblJ, the one thet la down here in 
Ch .. apeake ~? He said aoaeboclJ told him ther 
would just make hill a pl'esent of her. The 
Admiral. He said Hopkins' man that contact• him 
ln the HaV7. 

Reevee? 

Do rou men know &nTthing about lt? 

No. 
I asked Stimson it he knew anything about it, and 
he didn' t . The Washington waa leased by him. 
Somebod7 ought to get togethel' . Well, l am go~ 
to hit this othel' thing veq, veq hal'd todq. 
I think it ia the most lmpol'tant thing in town 
aa tu aa the English are concerned. 

Old rou know Forreatal was going to England? 

Knox asked permission tor him to go at Cabinet 
Frldq. He ia going on some battleship. 

.lppal'entlJ. 

I don' t know, lt must be an English battleship. 

I think ao, because he ia going to tl1 to Halifax. 
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H.JJ.Jr: 

Cox : 

!1 .11. Jr : 

214 
- 12 -

.lpparentl;r he 1a going to go b)' ahip troa there. 

Yea. Some Admiral ia going, too, ltnox aaltecl 
whether the President would give him peradaaioa 
for Forre stal to go. I think I have t old you 
about ever.ything that is worth While. But you 
men agree with me that these ships to handle 
the shipping, to concentrate everrthing on 
that --

That is the hea.rt of the problem. 

All right, gents. 
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Preaentt 

April 7, 19U 

10:45 .. 

215 

Kr. Sullinn 
Kr. Baa• 
Kr. Blough 

JI)(,Jr: 'fell, gentlemen, where are n ? 

Kr. Sullinn: You should ban bet SOllie money 
on JOur ca.pariles. It work• out 74%. 

JY•Ji: What about the C.I.O. thing? Were 
the;y ot 1 ttle bit? 

Kr. Sullivan: We can't tind out from the De­
tense C~l•sion the total amount ot contracts or the 
total nuaber ot contracts. The;y can giYe us the number 
ot and amount over $10,000, but they lust can't give u. 
the other and don't know when theJ can get it. 

Mr. Blo~: They can't gin ut the total voluae 
ot contracte !~or the total nuaber ot contractoreto 
whca they were let. 

BM,Jrt lb,y not? 

Mr. Blough: We do know the total nuaber ot con­
tracts let ihere the contract waa over $10,000, and we 
han tb&t figure. That ahould be tairlJ cloee on the 
total. The7 do not know bow mAD)' contraotore receiYed 
those oontraote ot $10,000 and onr. . 

HMti§: They know eYer;y contract that baa been 
let on ,000? The7 don ' t know to wbca? 
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Kr. Blough: They had not yet figured out how 
many there were . 

Kr. Sullivan: How many different contractore 
ie what they don ' t know. 

~{Jr: I etill don' t get it. Haven't they 
got a 1 a under the lklah-Healey? 

Mr. Blough: They b&Ye not finiehed their tab­
ulations . 

HK Jr: It has to be published once a week. 
Kvery contract let has to be published. 

216 

Dr . Haas : Every Government, including defense • 

.HK,Jr: Yea . Maybe you went to the wrong place . 

Mr . Blo~h: I think not. It a contractor gets 
5 or 6 oontrac~, it would be necessary to go through 
and consolidate. 

~tr: Hue you looked at it through the Depart-
ment of or? 

Mr. Blough: No. We went straight to the De­
fense Commission. 

HK Jr: WbT not look oyer the Walsh-Healey re­
leaaea .~ey are released each week from Labor. 

Mr . Blough: But we did get the consolidation 
on the Io largest . 

HK,Jr: You have thoee? 

Mr. Blough: Yea . We haYe the list of companie1 

Regraded Uclassified



217 

- 3-

and contracts. While they reported one error at 
the last minute and will probably report some more .. .. 

~ Jr: 100? You haTe got a lot down here . 
$7 billlo~a . 

Mr. Blough: The 100 companies receiTed the 
$7,818,000,000 out ot the total $10,545,000,000. 

~.Jr: I see . 

Mr . Blough: Or 74.1%. 

}I)( Jr: Wait . Let 11e aee . One hundred COIIl­

paniea re~elTed $7,800,000,000 or 74%. 

Mr. BloU£h: And those were all o! the companies 
which reoelTed:COntracts of $10,000,000 or more apiece. 

liK,Jr: Right here in your own figures it does 
not say eo. 

• 

llr. Blough: In the first col \Dill ia the emount 
of the contract receiTed by each company. Take the 
lOOth, Mergenthaler Linotype and it receiTed $10,000,000 
defense contracts . 

HW,J r : But what ia the $7,818,000,000? 

llr. Blough: That is an accumulation o! all those 
aboTe so you can readily tell how many contracts. 

HW,Jr: It means Kergenthaler got $10,000,000 or 
more? 

llr. Bloli'fh: $10,000,000 or more. And there 
were 100 compan ea that got $10,000,000 or more. So 
tar as we know, exactly 100. 
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, t Jr: Oh, I see ! The second col\llllll is the 
accumula on. 

llr. Blough: Yea . 

llr . Sullivan: That • a r i ght. 

KY, Jr; 19 companies got 50% of the business. 

llr. Sulli'fan: That ' s right. 

Dr. Haas : That ' s correct. 

IDi Jr: Now, all r ight . So auch for this. Bow, 
what ' s ~ext thing you haTe to report? 
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Dr . Haas: llr. Secretary , on this, it ma~ not be 
anything seriously out of line that you haTe thla con­
centration in a few companies because our whole indus~rial 
set-up is extremely concentrated. 

KY Jr: That raises the quest ion I raised of inter­
corpora~Tidend t ax and it also sakes it Tery easy to 
exaaine these 100 companies and look at their 1940 annual 
report. 

llr. Blolfih: We looked at the annual reports anil­
able tor those companies which showed wages , sales, taxes, 
and found only 9 which reported eales, weges and salaries , 
Federal income and excess pro'fit taxes, net prof its , all 
of those items, and those 9 are aet up on this table . Now, 
some of them reported other t axes, but aoat of them did not. 

HK,Jr: •zea . Roughly wages and salaries --lbout 
l/3. Roughly 1/3. Wages to sales. 

Dr. baas : I aade t hose calculations rou~y on 
on a piece or paper. 

llr. SulliTan: Re baa that tor all 9. Percentage 
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ot sales for 1939 ia that percent (referring to chart.) 
HW, Jr: Federel taxes went up. So did protita. 
Dr. Haas : That isn't so bad when you consider that taxes increased sufficient to absorb moat of the increase. 

~·fQ% You mean to say these 9 made a net profit of almo ? 

Dr. Haas: That 's right . On sales. 
HM,Jr: On the sales? Oh, on their sales! 
Dr. Baaa : Percent of ealee. 
HK,Jr: Perfectly good way to figure it. 
Dr. Baas : Good way to compare it - - what groaa, how much went to wages, bow much to taxes. That was the theory. 

~, Jk: lfow, you don't know what the profit is on common s o • 
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Kr. Blough: That we can get in moat of those caaea . 
fW,Jr: Ia that net on the common? I thought you said ne the aalea . 

Kr. Sullivan: Percentage figuru. 
HK,Jr: But you han to divide that by the number of aharea. 

Kr. Sullivan: That'• right. 
HM Jr: iby 

income ta~ ofticn 
those reports? 

can 't you gentlemenj through your •arioua or where•er it ia , ohn , send out for 
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Mr . Sullhan? On then 9Y 

~~r1 No, no. On the othera . To trJ to get 
~ break to add to thia liat aa taat aa possible 
wages and aalariea •• • • ' 

lir. Sullhan: Ot the 100. 

HK,Jr: Yea. Build it up •• tast aa JOU can. 

lir. Sullhan: M1s.J11 ot thea han extensions and 
have not 7et tiled. 

HK Jr: But , on the other hand, it the list ia 
SO inat~t 9, it would be that much aore aignlticant. 

lir. Sullivan: That' a right. 

HK Jr: And it might be easier to go to the comp&nJ 
and aak~the information. Figure it out. 

Kr . Sullivan: We will get it. 

Kr . Blough: You would like to have aa many ot the 
100 aa poaai61e run down like thia . 

HK,Jr: Yea . 

Let ae aak 7ou people a queation. Thia ia what 
waa running through rq mind. See whether thia aounda 
too advanced ot the tiaea. Suppoaing we aaid that those 
companies which are ~tting war munition busineaa, what 
percentage ot ita bujlneas·ia --until we can detlne it, 
munition llllkere - - that anything that tbeJ ade atter 
depreciation, aaortisationl all the allowances that the7 
have, that an7thing over 6~ protit we take it awa7 trom 
thea. 

Kr. Sullhan: Vinaon-Tr-11. 
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Kr. Blo~b: 6% on their capital or atock rather 
than 6% on the r contract buaineaa. 

HW, Jr: No. 6% on the return to the stockholders. 

Mr. Blough: i a Great Britain baa dona. 

HW, Jr: Ia that what the7 have done? 

Kr. Blough: Veey a i.Jiilar. 

Hli, Jr: Ylbat ban the;y done? 

Kr. Blousa: They have taken all increase of profit 
over a baae per10d, but ban allowed certain ain.imua return 
to stockholder s before it ia all taken. 

Wr . Sullivan: Rate on exceaa profits ia 100%. 

Mr . Blough: Tbe;y have taken average ear nings of 
a period and compared it with earninga_ot the current 
year and the exceaa baa been taken 1~ except that the 
stockholders have been allowed aome return. 

Hli,Jr: Do you know bow much? 

Mr. Blough: I think it ia 5%. 

Hli,tr: Well1 I did not even know that. 
what th y ve doneY 

'l'ba t ' . 

Mr. Blo~: That's what the7 ban done. There 
is sane compla that the companies are not efficient; 
they have no incentive to be efficient. 

Hli, Jr: They have the incentive to win. 

Mr. Blough: That they have. 

Hli Jr: For instance , in 1941, on any earnings 
onr an~ve 1936 to 1940, or aoaetbing of that kind. 
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Wr. Blough: 1936 to 1939 was there average period. 

HY,~r: You would want t o give a fellow the benefit 
ot 1940 an make it the last 4 years or the last 8. That's 
1.mma terial. 

Wr. Blough: But the british have not limited it to 
companies receiving munitions contracts. They have made 
it general. 

Wr. Sullivan: I think the minute you try to dis­
tinguish between them you get into trouble. 

HY Jr: That may be true, but I was juat thinking 
if -- minA you, I appreciate you are not going to get it, 
but at least i f we point ed out that thet is what we will 
have to come to eventually and sort of lay the gr oundwork 
for it. 

Dr. Haaa: I think you are justified in t reating them 
all ali.ke . 

fY· ~r: 6%, after all deductions, all allowances, 
that ge wn to what I am thinking, in terma of common 
stocks. That would not be any more radical than what the 
English have done. 

Wr. Sullivan: No. ihat I would like to see this 
time , when we determine what we will tr,y to deri ve in this 
bill to accomplish this by means of cutting down of the 
credits allowed on excess profits. For instance, they 
are now allowed 8% on invested capital and they are allowed 
average earnings of the last four years before they pay any­
thing; that ia , t hey are allowed 95% of that average earn­
ing. We can start towards this objective by saying i nstead 
of 8% they will only be allowed 6, and instead of 95% of 
average earnings in the last four years they will only get 
~. . 
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HK,Jr: And how does that work? 

Mr. Sullivan: That will send receipte from exceaa 
profits up very, very faat . 

HK,Jr: I don ' t understand the 75% allowance. 

Mr . Sullivan: Well, now, the compSDJ that chooses 
to elect t o tile ita return on the basis of average earn­
ings without refard to the amount of invested capital geta 
a credit whioh a equal to 95% or ita average earnings 
tor 1986, 1987, 1938 , 1939. 

223 

HK Jr: I aee. Well, of course, that's the thing 
we toua~ much. I do not think they should be given 
the opUon~-becauee all of that -- aa soon aa you get into 
that, there isn' t one m&n in 100 on the street can under­
stand what you are talking about, but if you simply say -­
the way I put it , that after a company haa earned 8% on ita 
invested capital, that anything over and above that aa com­
pared with hia three previous years, the Government ia going 
to take it away, .. can understand.that. 

Mr. Sullivan: Yea, the man on the street will under­
stand it, but he won't be able to understand what that will 
do to buaineaa. I think it would ooapletely disrupt the 
whole aha. and impede the defense. It would be no incentive 
to General Kotora or the steel companies to really go to 
town on the defense prograa. 

HK Jr: They certainly have the incentive now. Too 
damn mu~ 

Wr . Sullivan: Let ' s take away part of it. 

HK Jr: They have too damn much. .lnd the people 
are rig~ the wages . 1Jagea have not kept up. 
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Mr. Blough: That is tha common situation at this 
etage in the upward movement. Wages almost never keep 
up. 

HY, Jr: That's what labo~ ia kicking about. 

Mr. Blough: The National Cit7 Bank ude an eatiute --
1 don't kliow how good it ia, -- on unu .. tacturing corporations 
which gives eoae idea how tha7 think aanu!acturlng corpora­
tiona divided their gross receipts. 

HYfJr: Let ma just see this a llinute . The7 ahow 
increaa • ges . 

Dr. haas : The percent is at the bottom of that table. 

HY,Jr: They claim 16%; taxes, SS%; profits, 41%; 
other, 9% . 

Mr. Bough: !nd then in the distribution of the 100 
in the share in the pie, at the bottom of the page, 1939 
they show wages got 19.6% of the total and in 1940, 20 .9%. 

HY, Jr; You don't believe it? 

Mr. Blou~: Well, I know the methods the7 h«re to 
use to .. te the:r estimates . Until I look into it a good 
deal more carefull7 I would not want to sponsor it. The7 
uy or .. 1 not be correct . Since interest ia aintained 
rather stabl7 and this includes other things like raw 
materials, and so on, it's quite conceivable that wages 
did constitute a larger percentage of the sales in 1940 
than in 1939. But they did not go up aa faat as profits . 
That is clear, Even the National Cit7 Bank ahows that . 

~,Jr : Well, what else do you people want to ahow 
11e toda7 

Wr. Sullivan: Depends upon how far you want to go. 
Do you want to go Into different aohedulea or should we 
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start to determine how much we want to raise in new 
revenue? 

~~Jr: Well, as I said, I would like to approach 
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it from place where business can moat readily afford 
to give up , rather than just -- I think it's a lese stupid 
way to do-- well, you have a 24% excess tax ; let's make 
i t SO. What ie it, (l normal? Let's make it 6. Fine! 
ie have juat increased it. You know what my formula is. 
I would like to raise 2/3 of the deficit through taxes. 
Roughly that aeans an increase of 50% i.n the revenue. 

1111'. Sullinn: $5,000,000,000 -- 4t to 5 billions . 

HY,Jt: Well, George, listen to this, rather than 
simply say if it's 24% we will make it 90. Increase all 
existing things•, I would like to take the thing where can 
the social structure give up the moat easily irrespective 
of what the law ie now. 

Dr. Haas: In other words, you know how much you 
want. there ie the beat place to take it? 

IQ(, Jr: Yea . .lre you mea.n ready to talk on that 
line? 

lir. Sullivan: Yes, we have schedules. 

IlK Jr: Have any of you got social engagements 
tonight~ 

1111'. Sullivan: No . 

lir. Blough: Not importent. 

HY Jr : I can give you 8:30 tonight to 9:30. I aa 
alone. ~. Korgenthau la out to dinner. ill right? 

lllr. Sullivan: Fine . 

HY, Jr: I could give you an hour tonight and I would 
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like to approach it tram that atandpoint. We are going 
to raiee the money; Wbere'e the place that we can do it 
irreepective ot exilting tax lawe, Huh? Let'e have a 
crack at it tonight. 

wr . Sullivan: Right . Would you like Tarleau 
there too7 

ID(,Jr: Yea . 

oOo-oOo 

• 
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April 7, 1941 
ll:lO a.m. 

RE AID TO BRITAIN 

Present: 

Foley: 

H.L!.Jr: 

Foley: 

Foley: 

Ur. Foley 
Ur. Bernstein 
J.!r. Cox 
lair. Young 
).(r . Bell 

All I have, Mr. Secretary, is a copy of the 
mEIIlorandum and the agreEIIlent that I gave you 
last Wednesday. 

Well, what do I tell the President about 
this thing? 

Sit down, gentl~en. 

(Ur. Young entered the conference) 

Well, you tell him that we have made the re­
visions that he suggested at the meeting when 
we want over together. 

(Ill' . Bell entered the conference) 

We are prepared now to take the matter up with 
the British, with the State Department, and 
the Justice and the Director of the Budget 
if it ia his wish that we go ahead with the 
matter. On the other hand, if the State 
Department is going to carry the ball, then 
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H.li.Jr: 

Foley: 

H.M.Jr: 

Foley: 

H.1[. Jr: 

Foley: 
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we ought to turn this stu£! over to th~ 
and let them go ahead. 

I see . Did you give me the original of 
this? 

I gave it to you lo.st Wednesday, sir. You 
took it over to the meeting. The first 
meeting of the War Board. 

Yu. 

I called Dean Acheson on this more than a 
week ago, and I asked him to let me know not 
later than a week ago today if we could get 
together with him and how he wanted the mat­
ter handled, and he said, "Oh, I will call 
you back, Ed, before Yonday." He just never 
did call me back. 

Well, then, the thing is just to take it up 
with the President tlie way it is. 

That is right. After the meeting over there 
before you went away and before he went away, 
he said that he wanted us to revise it in 
the light of his suggestions and then take 
it up with State snd~Juatice and the Budget, 
and then if t he appropriation bill passed 
before he got back to Waahin~on, start in 
ap.-eliminary way our diacuasfons with the 
British, all subject to Harry talking with 
Dean to detennine whether or not we should 
carry the ball or whether the thing should 
be turned over to the State Department . 

And we haven ' t heard from him? 

Not a word. 
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Have ;you got a COPJ Of this , Dan? 

Bell: No. 

(Mr. Fole;y handed oop;y of over-all Agreement 
to Yr. Bell. See Attachment 1.) 

(Telephone conversation with Yr. Acheson 
follows:) 
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R.M.Jr: 

Operator: 

Dean 
Achee on: 

H.M.Jr: 

A: 

B.K.Jr: 

A: 

H.M.Jr: 

A: 

H.M .Jr: 

A: 

Hello. 

Mr. Aohe~on. 

Hello, Henry. 

Hov are yout 

, April 7, 1941 
11:14 a ••• 

1irat rate. I ' ve juat ooae baOk trom 
Nev Haven. 

Oood. Dean, ve're juet aittlng her e talking 
about th1s qui d pro quo and Foley telle me 
that the va1 it atanda vae that he vae to 
1\a't'e heard trom JOU about H. 

Be vas to haYe heard t rom ae and I talked 
with the Secretary and t he laat time I saw 
the Secretary he vaa on hie way t o a meeting 
ot your committee with eome material in hie 
hand. He was going ott to talk vith you 
a nd Mr. Stimson and Mr. lnox a nd the Prea1dent. 
I heard when he came back that he hadn 't 
done it, but I urged him to do it again and 
I haven't aeen h1a ainoe than. 

Uh-hub. Vell, I vaa going to menti on it at 
lunoh to the Pree1dent a nd aek him vhat be 
wan ta done lf1 t h the damn t hing, and wbether 
be vante t he State Department to go ahead 
v1th it or vhetber he vanta ua. But JOU 
can't help me on tha t . 

I oan 1 t he.lp JOU. I can tell JOU vhat ra:r 
ovn v1awa about it were but vhether tboee 
Y1ewa vere acoepted by the 8eoretary I Juet 
don ' t know. 

Vhat a re your v1evet 

My view• are that we ehould do two thinge: 
that eo tar ae a r e-payment in e1 ther oaeb 
or goode ia oonoerned that that i n the long 
run ie really rutile, that you oan' t - we 
tried oolleoting oath bef ore and couldn't 
do it and goode i a juat another vaJ ot doing 
the ... e t hing. 
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H.M.Jr: 

A: 
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Yeah. 

The thing that we ahould do and oan do 
now and never oan do again ia to get tbeae 
Bri t1ah together and aake them agree rtrat 
ot all on trade arrangement• b1 which the 
imperial preference 111tem will be broken 
dovn in return tor breaking down or the 
outrageou1ly high taritt aohedulee that we 
have. Secondly, that financial arrangement• 
can be made by vhioh after the w&r there 
wil l be no more blocked ourrenohe and no 
more arrangements or that sort. · Three, an 
arrangement b1 vb1cb an7 nation after the 
war can come into thil open econo_, and you 
won't have ololed onee againet it and- I 
had another one vh1ch baa now alipped my 
mind. - the general purpose or the thing 
being two-told. One ia to nail them dovn 
nov to en oblig~ion to enter into 1pecific 
dlecuaaion1 resulting in immediate agree­
mente to be aade vithln the next ninety 
days , becauee that il going to be our only 
ch8nce to do it. 

Well, it it would go along the llne that 
10u 1 re talking, I 1d diatinctly 1ay that the 
State Department ehould do lt; it's out or 
my line. 

Well, I t hought that we would really have 
two thlnge - what we ought to have ie t wo 
thlnge. One, a abort agreement on the 
Leaee-Lend bueineea, which I don't really 
aee that you can expect much more i n that 
t han to aay tiret or all, ve will give them 
materiel nov and they make tvo promlaes: 
one il that when we get into the lituation 
which they're in nov and call on them, they 
will do the same tor ue according to t he 
same terme. That'a a ruture t hing. The 
second one il, they'll give ua back every­
thing they have lett at the end or the wsr. 
I don't believe that any other- you could 
say &lao it 1ou wanted to at the preeent 
time that they would gl.Je ue what we wanted 
at a rea1onable prioe/~1n, jute and th1nga 
like that. But it they give ua thoee 
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H. M. Jr: 

A: 

ll . M.Jr: 

A: 

!l.II.Jr: 

A: 

H.M.Jr: 

A: 
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coamoditiee, it Juet aeana that ve nave to 
extend more aid it ve buy them - perhapa leas. 
That doesn't aeem to be terribly important. 
Than Just a general atatement saying that 
they recogni~e that the whole situation 
during a nd attar the war haa got to be 
different end they ngree to enter into die­
ouaaiona or theae varioua typaa tor the 
purpoae or making a different kind or a 
world, and that could be aort or the anever 
to the tripartite pact. Then we' d e1t down 
with them right away and work out these other 
th1nga. Now whether Mr. Hull thinks that 1a 
nonaenee or not, I don't know. 

Well, thanks, and I'll aee whether I can get 
eomewhere with the President, but I think 
eometh1ng ought to be done by one Department 
or the o ther. 

Yea. 

Beoauae I mean they're making these th1nga 
and the aturr 1a going and ve have no 
contract. 

Yea. 

'lell, thank you, Dean. 

Do you think what I said eounds very rool1eh? 

Not rool1ah at all. You eaid a great deal 
and I wouldn't want to eay I'6 underwrite 
it all, but I certainlY would aay that you 
and I have the aame attitude. It's Just a 
queation or getting down t o hov much you 
want to include. 

Yeah. 

But it 1t goea along thoae linea, I'd very 
muoh want the State Department to do it, 
but I'm going to try to get it cleared up 
today. 

1'1ne, Henry. 
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H.M.Jr: 

A: 

H.K. Jr: 

A: 

H.M.Jr: 

A: 

H.M.Jr: 

ll.M.Jr: 
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I've bean trying t o get Mr. Hull all aorning 
and trying t o tlnd out what, it anything, 
hat been done t o take over theae Dan1ah 
ahipa. I oan't t ind out. 

Yeah. Rae your committee tound out yet 
what oountr1ea you people are handling and 
what we're auppoaed to deal with. 

Well, 1 oan make 1t very almple aa tar aa 
the Secretary ot the Treaeury il ooncerned. 
I ' m not handling any oountriel any more. 

Well, I know that, but I •eant your t our 
Cabine~ mamber coamittee - the Harry Hopk1na 
group. 

You mean the- that'• a wonderful name ....• 

The Plua-tour Committee ae it'a called. 

Yeah. Well, Harry Hopklna ha1n 1 t told u1 
10 we don't know. 

My goodrleea, I wieh - tor inetanoe, we bad 
the Norweg1ana over here. 

Well , Philip Young bae hed the 11et; he 
gave it- it muat be at leelt a week ago -
be '• been begging Hopk1nl to make up hla 
•ind and be can't get anywhere. He' a bad 
it over there a t leaat 1inoe - t or a week ­
the liet ot countriaa - trying to get him 
to decide what countriaa bea1dal lnglind -
be'e been unable to do it. Now we did get 
an acknowledgment trom the State Department 
r elieving ua ot the Ru1a1a et al. 

Ye1. 

But I've never bed a tormal acknowledgment 
trom •the President or t roa Hopklna t o vhlch 
I have written that 1 no longer ooneider 
ayaelt reeponeible tor England, China and 
Greece. I've never bed an an1wer. 
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H.M. Jr : 

A: 
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Well, nov, tlret ot all i n that tirat liat 
that the Prealdent diotated and you bad in 
your l etter to Mr. Hull, Norway and The 
Netherland& were going with England and 
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Greece and those oountriee. Then apparently 
somebody got mixe~ up and I think t he President 
eent the Dutch Foreign Minieter over here and 
then the Norwegian appeared here. I ' ve been 
trylnf t o work along with Phil. It certainly 
doean t matte r who doee lt ae long as we get 
i t going, but 1t 1 a terribly hard to know 
what you're doing. 

I know lt le, but we've done everyt hing ve 
can to try t o bring 1t ln. We 've brought 
McReynolde ln to try t o get the thlng 
straightened out to wlpe the Lia1aon Coallllittee 
ott the map, the le t ter ia all wri tten walt ing 
the President's signature bet ore t ive days. 

Yea. 

'Ae' ve done everything we can hare but the 
bottle-neck is !larry. 

On, goodness. 

And I'm expecting through Merle to hear 
aomethlng trom State on freezing or un­
freezing of Yugoalav1an t unde. Have you 
heard yet trom Merle on that? 

No, I haven't heard trom h im. 

Well, he aaid he'd let me know by 1:00. 
I had thla requeet from t he President at 
12: 30 Saturday nl&ht t o tell the Yugoelav 
Miniater - he asked me to do lt - t o tell 
t he Yugoslav Minister that we'd do anything 
tha t he wanted. 

Yes. 

Well, I spoke to Merle Cochran the next 
morning end we decided lt would be a mistake 
t or me t o do lt, although the Preeident aaked 
me to. We were going to aek you to do lt. 

Yea. 
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H.M. Jr: 
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H.M.Jr: 

A: 

H.M.Jr: 

A: 

K.M.Jr: 

A: 
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Welli JOU were out eo ve sot bol4 or Serle 
sn4 '4 like t o know b7 1:00 to repor t to ' 
the Prea14ent what 11 the latut on the 
trea&a or aa-f ree&e Vlth Yusoalavia. 

All risht. I 4on1 t know whether Berle knew 
that while JOU were awa7 Dan telephone4 me 
an4 the7 ha4 tour poaaibilitiea. The one 
that at that time eeeme4 to Sumner Vallee 
an4 me an4 I think to Dan Bell an4 Bernie 
the beet one wss to 117 that we will give 
general l~oenaee to the Governaent , the 
bank , the Minieter an4 anJ peraona eelect e4 
bJ the Min1eter , but perhapa it might be a 
l ittle 4angeroua to unt ree&e in oaae t he 
Oeraane ahoul4 so awaeping thr ough Belgra4e 
an4 take over the worka. 

Well, it between now an4 1:00 aomebo4J in 
the Stat e Depa.r tment woul4 let me know, it 
woul4 be helptul. 

I will, Henr,. I'll get at it. 

An4 I woul4 like to look to you on ii. 
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It' a a little tiokliah beoauae you know 
that talla un4er Berle'e general Juria-
41otion. I have t o - theae tinanoial matter• 
are euppoee4 to be un4er Serle eo I move a 
little gingerlJ in that tiel4, but I oertainlJ 
oan rem1n4 him t hat you want to hear by 1:00 
o 0 olocll.. 

Well, I tell JOU, what I'4 better 4o 10 I 
4on't get - Merle wee going to - euppoaing 
I have Merle oall you up an4 bring JOU up 
t o 4ate, or 4o JOU want to oall him when I 
hans up? 

All right. 

He ma7 have the anawer alraa4Y, you eee. 

I' l l call him aa aoon a e I oan. The 
Portugeee Miniater U waiting t o aee me 
an4 I have to aee h1•, eo I'll call Merle 
when I get thrOugh. 
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Thank )'OU. 

All right , Henry. Good-b7•· 
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Bell : 

Foley: 

Bell: 

Foley: 

H.M.Jr: 

Foley: 
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Well, that is that. 

There is provision in this Agreement for 
doing the things subsequently that he wants 
to do in the way of t rade and so forth, 
ian' t there? 

Sure . 

The President can take benefits to the 
Unit ed States . 

237 

Do you .ant me to reed Whet happened at the 
end of the discussion over there that dey r.ith 
the President just to refresh your n~ory? 

Yea. 

'~\~en the President concluded r eedin& the 
draft, the Secret cry asked him how he liked 
it . He said he thought that it was e good 
first draft and embodied substantially what 
he bed in mind. The Secretary then asked 
where we go from here, and the President 
replied that the draf t should be taken up, 
first, with the State Department, second with 
the Attorney General, and third, with the 
Director of the Budget. 

"The President said that he was in no burry 
to get it signed. llis tentative plans were 
to leave Washington on a ten-der holiday next 
Wednesday. He added that be did not "~;ant to 
sign the document until after he returns to 
\'/asbington. 

"Secretary Morgentbeu asked the President 
about taki~ the Agreement up vnth the British 
during the ~nterval. The President said that 
he did not want the British brought in until 
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after the $7-billiOD appropriation aeasure 
paned the Senate. tin this happened the 
President said he wanted the discuaaions 
with the British to commence even though he 
had not returned to Waahington at that time. 

•secretary Morgenthau then asked the Presi­
dent whether the negotiatione should be con­
ducted by the Treasury or by the State De­
partment. The President replied that, strictly 
speaking, the matter was one for the Treasury 
to handle, and drew upon his World War ex­
perience for precedents . The President 
pointed out, however, that he did not want 
to have the Secretary of State "get his nose 
out of joint• because the negotiations were 
being taken out of dipl01111.tic channels. .lt 
this point, Secretary Uorgenthau said that, 
for his part, he llouldn' t be the least offended 
if the President aeked ).{r. !lull to take up the 
burden. 

"HArry Hopkins said he thought the Treacury 
should handle the negotiations since they 
were primarily financial . The President then 
suggested that Harry Hopkins apeak informally 
to Dean Acheson and tell him that the Treas­
ury would handle the negotiations unless this 
would unduly upset Cordell Hull. • 

\Tho wrote that ·memo? 

I did. 

Very good. 
pr iaed. 

I mean it. (Laughter) I am sur-

I will see, for your benefit, once more if 
we can get hold of Bull. 

' 
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after the $?-billion appropriation measure 
passed the Senate. llhen this happened the 
Presidant eaid he wanted the discussions 
with the British to commence even though he 
had not returned to Vlash.ington at that time. 

"Secretary Morgenthau thon asked the Presi­
dent whether the negotiations should be con­
ducted b7 the Treasury or by the State De­
parbnent. The President replied that, strictly 
speaking, the matter was one f or the Treasury 
to handle, and drew upon hie World War ex­
perience for precedents. The President 
pointed out, however, that he did not want 
to have the Secretary of State "get his nose 
out of joint" because the negotiations were 
being taken out of dipl omatic channels. At 
th.is point, Secretary Yorgenthau said that , 
for his part, he wouldn't be the least offended 
if the President asked Mr. Hull to take up the 
burden. 

"Harry Hopkins said he thought the Treasury 
should handle the negotiations since they 
were primarily financial. The President then 
suggested that Harry Hopkins apeak informally 
to Dean Acheson and tell him that the Treas­
ury would handle the negotiations unless this 
would unduly upset Cordell Bull." 

\'lho wrote that·m11111o? 

I did. 

Very good. 
priaed. 

I mean it. (Laughter) I am sur-

I will see, for your benefit, once more if 
we can get hold of Bull. 

' 
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And then 11e also hue thh . The President 
said that he wented Harey Hopkins to har..:Ue 
the Polish, Iceland, Greenland, Norway, 
British Empire, Greece, Holland, and China 
missions and the remaining purchasing mis­
sions to be handled by the State Department. 
The President asked Barry Hopkins to prepare 
a letter to accomplish this objective . 

\'/ell, all right . I will se what I can do, 
and 11e will now go on with our financing'? 

Yea. \"lhy shouldn 1 t copies of this agreement 
go to State, Justice, and Budget anyhow, 
whether the President is r eady to make up hia 
mind? Why shouldn 1 t they worlc on it and get 
to a point where they are satisfied with it? 

Let me just apeak to him at lunch and see 
what hap~ens . All righti gonts, we will go 
on our f1nancing . I wil let you know what 
happens. 

239 
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S.crett.l7 IJorcenthau 

Ur. Folq 

Apl'll 2, 1941 

Attached 1• a redraft of t he over-al l Agroecent to 
covor def onae art1oloa ce.de availt.ble to t he United !Unr.doa 
~oh lncorporatu the IU~at1ont a&do b'/ t he Pt-oe1den~ at 
0\U' t~~~et1ng with h1A and J.lU17 lJDpkW on l.llroh 14, 1941. 

At tb&t tl.l» tht Pruldent a&id he • • in 110 hurry to 
3i(;n the Agreatnt and ~eted1 aftor the appropr i ation 
aou ure •e paned '111 CoDgreae, that wt take up the redraft, 
!lrat, wi th the State l>eparhlent, eoccnd, vith the Attornq 
Ceneral, and third, with the Director of tho ll.ld~;et, am, 
subleot to 1lArl7 Uopldna' flrat cltarinc vith Dean Aohtoon ae 
to the attitude of the State Departn.nt, begi n dhouaaic11.1 in 
o. prolllllin&r1 'ft:/1 with the Bri tleh. 

240 

I called Dean Acheaon l.&et Frida¥ and told him t hnt w 
woro rea~ to alt down w1 th h1n and 80 OYer the redraftt but 
I haven't heard ~ from hila although he promised to give 
co o. cnll oot later than lt.at Uondq. 

I ·~•t that 1ou aaoertain at t he aeotl.ng thil after­
noon whether or DOt 'i'Huur)' or : tato h t o take tho Agre-nt 
up wi th the Br1t1ah. 

{Initialed) E.n.F., Jr. 

Atta.clmont 
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p ll&roh 14, 1941 
y 

JmJOIWIOOll FOR THE SECRBUR!'S DURY 

~ecretary Yorgenthau, D. W. Bell , Harry ffopkins and 
Ed Foley conferred toaa, with the President on a draft over­
all Asreament covering the defense articles which the 
President is authorized to dispose of under the Lease-Lend 
Bill . The conference took place at th• Executive Offices, 
starting at ll:45 and concluding at 12:30. 

Secretary Uorgenthau handed the President his reply to 
the President ' s lett er or l!arch 13, and the draft Agreement, 
{copy attached) . 

The Presidant euggested that tho word "Agreement• be 
deleted and whereases substituted. He pointea out that 
he did not want the contract in any way to be considered 
as a treaty which will require a two- thirds vote of the 
Senate for ratification. Ur. Foley said that the suggestion 
was a sood one, although the document was eonsidered ~ to be 
an Executive Agreement to carry out the powers confered by 
Congrees on the President in the Lease-Lend Bill, and it in 
no sense should be looked upon as a treaty. 

The President raised the question as to the mutuality 
of the provision in regard to the return of defense articles 
which, in t he opinion of the President, are not used up, 
worn out, or destroyed. The President waa concerned that 
the British might consider this to be too harsh. After 
soao discussion pro and con, the Pl'esldent said he 1111s will­
ing to leave it the way it 1111s for purposes of negotiation. 

In Paragranh {b) , on page 2, the Presidant suggested 
that the words .. and relative value• be inserted after the 
word "efficlencJ" and bef ore the word •substantial!T" · He 
thou~t this would give him a little more leeway if he 
did not want exactly the same kind of articles r eturned by 
Great Britain as were made available . 

On paie 2 Paragraph ~c), the President suggested that 
the wor ds doliar value of be deleted and the word "in" in­
serted. This chango, the Pl'eaidont eaid, would get away 
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from the dollar standard of value and would more nearl.J 
carry out the purpoaea of the lend-leaae arrangement ae he 
envisaged it. The President also suggested, in the same 
paragraph, that the words "or elsewhere• be inserted after 
the words "British ~pire" and before the word "and". In 
this wa;y, the President said, the Brithb could obtain, 
Bolivian tin for other Empire commodities, end the tin 
could then be made available to the On.ited States if there 
was need for it, 

On the balance of the Agreement the Preaident had no 
suggestions . He asked several questions in regard to some 
ot the provisions, but was satisfied when be was told that 
they were either unuaual or inserted because of the provi­
sions of the statutes. When the President concluded read­
ing the draft , the Secretary asked him bow be liked it. 
Be s~td be thought that it was a good first d.ra!t end sa­
bodied substantially what be bad in mind. The Seoretar;y 
then asked where we go !ram here, and the President replied 
that the draft should be taken up, first, with the State 
Department, second, with the Attorney General, and third, 
with the Director of the Budget. 

The Preeident said that be was in no hurry to get it 
signed. Hie tentative plane were to leave Washington on 
a ten-day holidaf next Wednesday. He added that he did not 
went to aig11 the docuaent until after be returna to l:aab­
ington . 

Secretar,rKoregenthau aeked the President about taking 
the Agreement up with the British during the interval. The 
President said that he did not want the British brought in 
until after the $7-billion appropriation measure passed the 
Senate. When this happened the President said be wanted 
the diacueeione with the Bri tieh to commence even though 
he had not returned to Washington at that time. 

Secretary Koregenthau then aaked the President whether 
the negotiations should be conducted by the treasul'f or bf 
the State Department. The ~resident replied that, etrictlJ 
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speaking, the matter was one for the Treasury to handle 
and dr~ upon his World ~-r experience for precedents. The 
Presi dent pointed out, however, that be did not want to 
have the Secretary of State "get his noaa out of joint" 
because the negotiations were being taken out ot ' aiplomatic 
channels. it this point, Secretary ~rganthau said that, 
tor his part, he wouldn' t be the least offended if the 
President asked Yr. Hull to take up the burden. 

Barry Hopkins said he thouJdlt the TreaiiUJ'1 ehould 
handle the negotiations since Uier were pri.Mrily financial. 
The President then suggested that Barry Hopkins speak 
informally to Dean Acheson and tell him that the Treaaury 
would hanale the negotiations unleea this would unduly upset 
Cordell Hull. 

The President asked Secretary Worgenthau with wham h6 
would cCIDlllenoe his discussions. Jlr . ),{organthau said that 
he would takB the matter up in the first instance with Sir 
Frederick Phillips. The President made soae jocular ref­
erences to Sir Edward Peaoock, whom he likenea to ' Sir 
Ronald Lindsay; and told a humorou6 story of hie experience 
with Lindtay's lack of a sanae of humor. 

Barry Hopkins suggested that the i greeD.ent be changed 
so that the President could ask for besea in the Pacific 
and Bri tish defense information and experience on a two-way 
basis . 

Secretary Worgenthau then asked that action be taken 
on hie letter suggesting that the liaieon committee for 
contracts with foreign purchasing missions be terminated. 
The President eaid that he wanted Barry Hopkins to handle 
the Poliahi Icelandl Greenland, Norway, British Empire, 
Greece, Ho land, anC1 China misaion~1 and the reD.aining pur­
chasing missions to be handled b;r tne State Depar tment. 
The President asked Barr.;r Bopkina to prepare a letter to 
accomplish this objective . 

EBF:ap/& 3-15-41 
(Initialed) E. B. F. , Jr. 
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Cor4ell 
llull: 

II. M.Jr: 

R: 

I!.I!.Jr: 

H: 

R.M. Jr: 

1!: 

H.M.Jr: 

1!: 

R.M.Jr: 

1!: 

R.M.Jr: 

H: 

Rallo , RIIII"J. 

Hello, Cordell. 

Aprll 7. l~l 
11:29 •••• 

I'• a1tt1ng here having a verr intereet1ng 
talk with the new Hungarian Minieter. Wbat'e 
coina on? 

Well , what I wanted to aek vae th1e, before 
I vent over t or lunch with the Pree1dent, 
hie 1n7th1ng happened t oward taUng our 
thoee Danieh eh1pe? Re•ember ve epoke about 
it •••••• 

Mo, I haven't an7th1ng new on that queetion 
beoauee I relll7 dropped out or the p1oture. 
I vae IVIJ when the 111auree took place. I 
haven 1 t had an7th1ng new 1ucg11ted to •• 
to do here on the eubjeot. 

I thought at Wedneeday'e meeting 70u gave 
the Pree1dent a draft ot eome legielat1on 
and he 0.1'4 1t. 

Oh, I thought that vae - I round that when 
I cue back that hid b11n gotten up and I 
thought that VII in hlraon7 v1 tb e·nrrbodJ'• 
1dlll 

Yea • 

••••• and that VII a ver7 eiaple enaotaent 
g1Ying the Oovernaent power to requ1e1t1on, 
and be and Jaokeon both ea1d to eend 1t on 
o•er. I alked th .. vblt th17 wanted to do 
about 1t and the7 ea1d eend 1t on over. 

!o the White Rouee. 

Yea. And the Preeldent vlll preeuaabl7 
eend 1t on to Concreee. 

But nothing hll happened. 

Mo. 
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H.M. Jr: 

8: 

ILM.Jr : 

H: 

H.M.Jr: 

R: 

H.li.Jr: 

B: 

8.1\!.Jr : 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

B: 

- 2 -

Would you a1Dd 1t I ~·ak to hl• at lunoh 
what he'e going t o do with 1t' 

Oh, ot oouree, or anJthi ng about lt. 
Anything about it - it' e up to him. 

But 1t'e 1n b11 lap. 

Yeah. 

And not in youre. 

Yeah. 

Vell , tben you don' t m1n4 1t I put a l ittle 
preeaure on hla. 

No, an7th1ng JOU went to eey. 

Beoauae the7 need thoee eh1pl 4eeperatelJ. 

Oh, I'm eure ot that. You know how we've 
worked t or tour or t1ve month• at leaet 
and haven't gotten an7where. 

I know. Vell , I didn't want to eay anything 
without t1ret talking t o you. 

All right, Henry. 

It I get anJt~lng on it, I'll oall you atter 
lunoh. 

Yee, ell r1ght. 'l'ha.nk JOU. 
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The or igina.l of thl s was handed to the 
President today by the Secretary at 1\hite 
'louse lunch . 
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April 7, 1941 · 255 
!his was held and presented bf the SecretarJ 

to t he President at White House lunch today. 
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H.M.Jr: 

Operator: 

!Ut.Jr: 

Andrew 
Xamarclt: 

K.M.Jr: 

X: 

H.!I.Jr: 

X: 

H.M.Jr: 

K: 

!!.M.Jr: 

IC: 

H.M.Jr' 

X: 

H.lol.Jr: 

Hello. 

ltr. lamarok. 

laaarok. 

Yea, elr. 

Aprll 7, l~l 
ll:JJ • •• . 

Wollld yoll run ae a war aap on th11 Ballt&n 
oaapaign elm1lar t o the one you cUd on 
Ethop1a? 

Yea, a1r. 

Have aometh1ng to ahow ae toaorrow 1t you 
can get any information. 

I'll have it tomorrow. Do you want me to 
get in contact with Military Intelligence? 

Yea. 

I ' ll do that. 

Can you do that? 

Yee, etr. 

You can get over 1t and then I can have 
aoaeth1ng i n the .orning. 

Right-o. 

Thank you. 

-
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H.II.Jr: 

Sidney 
H1llman: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.H.Jr: 

H: 

H.M.Jr: 

H: 

Rallo. 

AprU 7, 1~1 
12:10 p.a. 

Hello, Mr. Secretary. Hov are you? 

Rov are you' 

I am much better, f ortunately, and you knov 
until a veek ago I vaa a little under the 
vaather, you knov. Nov, you and I ought \0 
get together. I feel I ought to do 1 t nov 
and can do 1t and I'• anx1oua to do 1t. 

Get together. 

Yeah. 

That eu1te me. 

Nov, I have a luncheon engagement 1n the 
Br1tiah Embaeey today and than about 4:00-
troa 3:30 to 4:00 I'm to aee Madame Perk1na. 
Nov, 1t I could eee you aa eoon ae I get 
through v1th that luncheon engageaent and 
have that 1n betveen, that vould au1t ae. 

What time are you aee1ng Madame Perk1ne. 

About 4: 00 o'clock. 

Look, I have preea at t our • • ••. 

You have vbat? 

I have a veekly preae oonterenoe at 4:00 
but I could aee you batora that. 

That'• wbat I aay. Batvaan the luncheon-­
•• aoon at I get through trom the Emba"7 
with luncheon, I'd l1ka to ooaa over and 
••• you. 
Wall, wbat tiae would that be about? 

I'• to be there at 1:15· Row lon& do you 
think thO•• thi"i• latt? 
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H.M. Jr: 

H: 

H.II . Jr: 

H: 

H.M.Jr: 

!1: 

- 2-

I don ' t know. I aa free at )sOO - Jutt a 
ltOODd - let ae Jut t set t bil tblng right. 
Could you make 1t ):15 beoauee I have eoae­
body out of town at ):00. 

I think I can do 1t at ):15 very oorarortably. 

):15. I'd be delighted. 

All rlgbt. I' l l be over at your place at 
):15. 

Tbanlt you. 

Thank you. 
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• 
April ? ' 1941 
11:30 a.m • 

RE FINANCING ( ,_ ~ C. 
1 

Pre3ent: 

H.li.Jr: 

Bell: 

H.J.I,Jr: 

Bell: 

)(r, Bell 
)(r. Hadle7 
Kr • llurph7 
)(r.Haaa 

Does somebod)" want to interpret this for 
ae'? 

Do fOU want me to give you a little reaction 
in Mew York? 

I would love it. 

I talked to Rouse at eleven o'clock and he 
talked to a number of the dealers and 
bankers. He said the market waa down this 
aorning at the beginning, of one eighth, 
because of the news froa abroad; but later 
it reversed, and now it is back to the 
Saturday closing. 

It baa a fira tone and not Ter'J 1111ch doillg, 
an.d the7 have coae to the conclusion that 
the news over there shouldn't affect our 
aarket aerioualf. 

He said that there is acme feeling that aaybe 
this news will get bad and maybe rcu would 
like to do it toaorrow instead of Wednesday. 
Someone just raised that question. He said 
this is a bank operation entirely, and that 
there is a feeling that the allotments might 
be larger than on other issues. 
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Bell: 

R.V.Jr: 

Bell: 

• a. 

TheJ also aaJ that there il a aefiBlte 
wibBlag of tiM u.rket at a one per cent 
coupon. In other worh, one per ciJI.t bel• 
ia aefinitelJ within a Tery narrow banking 
area, whereas if you get out be7ond one 
per cent, one per cent beyond, JOU will 
get others in the picture than banks. 

!he7 all see11111d to agree that you ought to 
haTe at least a one per cent coupon whereTer 
you put it , and i n oraer to get awar froa 
the strictly banker IIW'ket. There a a 
further eluent in the guaranteed issues, 
and that ia their lack of eligibilit7 for 
the Federal. 

We han been looking into the t aoJDe ti.Jie to 
aee whether or not we oouldn' t bring all 
guaranteed isenea under the UIUI eligibility 
atatua aa GoTernment securities. There is 
a differential of fifteen to twenty points 
between guaranteed• and direct, ana that waa 
responsible for some of it. 

(Mr. Baaa and )lr, )lurphy entered the 
conference. ) 
There is not as IIUCh rildlt nlue in the 
guuanteeda as in the afrect. The7 all sea 
to ~ree thet fin or aix hundred llilllon 
dollar• ia not too .uch for one tlae. 

In one iaaue, not to split it? 

Well, JOU can aplit it, the)' mean at one 
ti_., but it will go in one issue, and I 
think there ia a little preference for one 
iaeue . Sa7 liberalit7, 11&11.7 of them atreaa 
this, that liberality ia desirable in order 
to aaintain the present tone of the market. 
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R.M.Jr: 

Bell: 

H.K. Jr: 

- s -

The7 teel that the Jul7, '43, at a aae 
per cent coupon wil~ giYe 7ou about eighteen 
thirt7-eeaonde prealua. 1 one and m eighth 
on a three year baeis, Which would be lpril, 
•u, would be too tAin, so that if 7011 are 
going to put it in that area, JOU ought to 
go to three md a half and 1u.lte it one and 
a quarter per cent. 

JanuarJ, '43, three quartera per cent coupon, 
that ia the one JOU and Jones talked about, 
one of them, would sell at about eleYen 
thirty-seconds, and the Jul7, '43, a aeYen 
eighths coupon would be about thirteen thlrt7-
aeconds prllllium. 

He sa7s there is no ~estion about these 
two issues going, and that they certainlT 
will be OYersubscrlbed; but eYeryone feels 
that within a abort tiae they will be in the 
New York market. They are held largely by 
the New York banks. They would pre!er to 
see one issue either of the July, '43, or 
a little further out, in order to get the 
one per cent coupon. They think that 1f JOU 
are going to do two iaauea, it ailtht be well 
to just ask for the six hundred afilion 
dollars to be dlTided between the January 
and the July, because it ia in effect one 
i uue; and then allot - uke allotaenh 
in proportion to the subscriptions JOU get. 

1 think we haTe done that a few tiaee. 

You ann call it one hsue? 

No, put out aix hundred aillion, but JOU 
put out a January '48 and a July ' 48 . 

Saae !~Oilpon? 

Regraded Uclassified



Bells 

H.li.Jr: 

Bell: 

H.l&.Jr: 

Bell : 

H.M.Jr: 

Bell: 

R.M.Jr: 

Bell: 

H.!I!.Jr: 

Bell: 

. 
Jo, tan oart•r• ..a ••na elchthl lf that 
h the rldil coupon, eel then llf thft JOG 
.U. ellot..nta on the baall of the proportion 
of the total aubecrlpti0111 - or th.Jt the n'b­
aorlptlone 011 each bears to the total eu'baorlptloa. 

In other worcla, if JOU fet three billion 
au'baoriptl011e, two bill on of the Ja17 '43 
W Olle billion of the JmuarJ 1 43, J'OU gin 
two to one. You would gi.,. four bunclrecl 
allll011 ill Jul;r ana two hunclrecl ailll011 in 
JIDU&J'1• 

I still don't get it . 

Don't JOU' 

tto. 

If we fet three billion clollare total eub­
acrl pt on a --

I aa a bank. Put l t that wa;r. You are a 
bank and JOU want to eubeoribe. 11b.at woulcl 
;rou - auppoalng JOU aubaoribacl ten ailllon 
for eaoh \aaue, but the longer ieaue bad 
twioe aa man;r aubaoriptiona. 

Tbe7 would fet two thlrda of their ten 
ailllon on be l011ger iuue, anc1 ona third 
011 the aborter iaeue. 

I'"' 
OD that percentage baala. 

II that a goocl wrinkle? 

Well, lt hn't good generall;r apeaklng, but 
•• hen done it in one or two oaaee • 
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Bell : 

Haas: 

Bell: 

H.li!.Jr: 

Baas: 

- & -

'l'he BOLC h the 0111 that I na tblu:!:aa; of 
Kr. Bell, and that ia a little different. ' 
There uy be one llke fOU •11· '!'be one I 
waa thinking of, we reoei•ed aubeoriptions 
for two issues jointly. 

Aa a matter of fact, it was an exchange, and 
fOU bad to u.ke the exchange - 1 think it 
was sixty per cent of one and forty per cent 
of the other, and that waa the proportion. 

I think we hue done something lllte this 
before. It isn't the beat thing, but when 
we ha•• got two iaauea together, it is all 
right. 

If a fellow subscribed for one iaaue, he is 
bound to get one of the two. 

Be gets what ·he subscribes on the basis of 
the ratio of the subscriptions in his issue 
to the total aubacriptiona of both iaauea . 

What do you think, George, about what should 
be done? Let'• talk in teras of aix hundred 
ailllon. 

1 was thinking of - at the ~nt we are 
thinking about two iaeuea, and probably tbat 
will be sOJtewhatJonrned by the fact that 
the two iasuea • eh there aeeaed to be the 
.oat freference for was January '43 and 
July 43. 
You could split three hundred between the two, 
but if the aarket think• you can put it in 
one issue, I think it ia a cleaner job. 

Our prices r.re not quite in ltne with what 
Dan spoke of, but we ha•e still got cnother 
day on that. 
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H.li.Jr: 

Bell: 

Hus: 

J,lu.rphy: 

Hadley: 

Bell: 

Murphy: 

Bell: 

llurphy: 

H.V.Jr: 

- 6-

Abon or below" 

They artD't far apart, are they? 

We are thinking about one and an eighth for 
July 15, 1943. You bad one. 

Hadley bas cut his coupon - at least you 
baTe, a little, froa the last tiae we tal~ed 
to you. We baTe raised ~ura a little . We 
were both thinking of aeTen eighths, for 
ex&Dple of this January, '43, and we were 
on the urgin of heai tation between the 
aenn eighths and a one; but after a little 
addit ional research, we are recoaaending 
a on~ and after a little additional research, 
Hadley is recommending a three quarter. 

No I 11111 not. 

I am talking about Rouse' a figures. 

Oh, pardon me. You aee, I - I attribute 
too much weight to - I auppoaed autoaatically 
that he was giTlng your (Hadley's) figures. 

R.ouae baa a three quarters, Hadley baa a 
aenn eighths, and we hue one . The Jilin 
difference ia that we are tak:iug a thirty 
per cent tax aaau.pt \on, and I know that 
Kr. Hadley la ta~ing a twentr- four. Of course , 
I don't know what Kr. Rouse a. 

Rouse took a twenty-four. 

I alght say that Plser took twenty-four, 
and still he gets the aaae results that 
we do. 

Just a second. On the two and a quarter 
year, 7-15-'43, What do you get? 
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11\ll'p~y: 

Hadley: 

Bell: 

H.li.Jr: 

llurphy: 

B.Jl.Jr: 

l.lllrpby: 

B.li.Jr : 

Uurpby: 

H.li. Jr: 

)(wop by: 

Bell: 

JIUrphy: 

R.l«,Jr: 

_, ~ 

Wt pt ODe llld an eighth, 

I un both of tha lhtea there. I 1101111 
take the one ad an tlchth on that !laue. 

You uan it it b aix hundred llilHon? 

I aa going to split it. I don't aee aDJ 
ltlllt --

Our• are baaed on aplitting it, Mr. Bell. 

I would split it. 

low, there h a quution as to what pre&iua 
you want, l(r. Seoretary. The July haue 
at one and a eighth, •• figure it tor 
eighteen thirty-seconds preaium. 

For 'Which? 

The July 15, '48, one and an eighth. 

That i• 7-15-'48? 

Tea. We figure a preaiua of tightean thirty­
aeoCJDda, 

That h one ad ID eighth. 

low, the put reoord on praluae on RFC 
lawu, there are now four of thea out­
ltiiii4'DC• ud the prtaluae are going back 
Oil tull' tint aa:r of trade. '!be:J ian bean 
:U, 1 '7, U, and 111. So OW' pralllll h right · 
la the nel~borhood of the preailllla that n 
haYe been offerlDC ln the paat. 

Well, Jonu won't go one and ID eighth. 
!1111 alght juat aa well aeb up JOUI' alJl!l, 
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H.li. Jr: 

llurphy: 

R.li.Jr: 

Bu s : 

H.li.Jr: 

Haas: 

t!urphy: 

Bell: 

Yurphy: 

Badley: 

H.lf. Jr: 

llurphy: 

B."L!.Jr: 

Hadley: 

H.K.Jr: 

-
273 

- 8-

You can chlael the one and an eight when 
you chiael the prealua, but it would be 
o~iaeUDg below tbe preaiiiiU we hen been 
offering in the past . 

lhat can you give ae for one per cent? 

lpril. 

You (Badley) haven' t got an lpril down 
there. 

Fifteen thirty-seconds. That 11 ~~~~&ller than 
we heve got before. 

I think fifteen tbir t;r-aeconds ia enough. 

It puts you back three aore aontba, and you 
get sennteen. 

On the sa11e coupon? 

That depends on the tax assumption. 

This is on eighteen per cent tax asa1111ption. 

Jprll would be about twenty on .y basis. 

That lan' t 7-15. That la 4-15, i s it? 

Four, fifteen. 

Four, fifteen, forty- three, and be haa tor 
t hat twenty-three thirty-seconds. 

I han twenty-three fo r January, and I would 
have about twenty for 4-15. 

lhat 1a that? 
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Hadle7: 

Vurph)': 

H.V.Jr: 

llurph)': 

H.V.Jr: 

Haas: 

B.li.Jr: 

llurph7: 

H.ll.Jr: 

llurph)' : 

Bell: 

Hadley: 

H.ll.Jr: 

-·-
I would haye twenty th1rtr•eeoon41 fop tprll 
15t1L. It 1e ju.t halt wq 1• betwa 
thoee two iaauee. 

It would haYe eighteen thirtJ·eeoonde on a 
twenty-tour per oent tax aa1uaption, so 
fOU can eee the difference in the tax. 

If Jones wants to go to July 15, '43, ~u 
aq he hu to pq one and an elchth? 

Yee, air. 

ADI1 Jllllllll'J 15, Cine and three quarters? 

Jo, that is the nuaber of 7eare. One per­
cent. 

I would like to put an issue tor hia 7-15-'43, 
which is two and a quarter years . Hadle7 
has one per cent. You think that that would 
take --

One and an eighth. 

You dCIIl' t think it would do it tor one? 

1111, it will go tor one, probabl7. It will 
gin a l0'4er preaiua than the preailllll we 
han been acouatOMd to offering in the 
put. The preaiua would be about, ea7 a 
Hiln. 
Oar recant guaranteed iuuu, we hne gone 
pretty low on soae of thea. 

On that ehort stuff you haYe to add a lot 
ot coupon to gin auch P'eaiua. 

I bow. I wouldn't be afraid of 1 t the 'ftJ' 
JVQ fellow• figured it. 
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Bell: 

H.li.Jr: 

Bell: 

H.l!.Jr: 

Bell: 

Hadley: 

Bell : 

H.M.Jr: 

Bell : 

B.M. Jr: 

Bell : 

R.W.Jr: 

Bell : 

I! .M.Jr: 

Bell: 

- 10 -

Wel l, are JOU in faYor of one issue~ 

No. 

You want two issues? 

Yes. 
Wbere are you going to put the other one? 
You want . two and a quarter, Jul7, '43, 
for one usue . 

Shorter or longer on the next one? 

You don't t hink Jones would pay one and 
a half? 

I don't think so. SeYen, one, forty-two, 
that is the first of July, isn't it? 

July, '41, i s the first one, two hundred 
eleven mill ion; then we have got one in 
November. 

July, '42, next year. 

275 

Then we have got one in Nonaber, two hundred 
ninety-seven million. Then we haYe got 
January, '42, three hundred and ten ~llion. 

I was just thinking, put the --

A nice schedule, Mr. Secretary, would be 
one of January, '43, and January, '45, as 
the second iseue . 

January, '45? 

Yea . That would be two years apart. It 
would get you out into a coupon area where 
JOU coUld get other than bankers interested, 
aarbe . You llight get sou insurance co-.paniea 
into it. 
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H.M.Jr: 

Hadley: 

J,!urphy: 

Hadley: 

Bell : 

H.M.Jr: 

Bell: 

Hadley: 

Uurphy: 

Haas: 

Murphy: 

H.li.Jr: 

Bell: 

- 11 -

Don't rou think- doee anybody- don't 
you think we had better split this issue? 

I think it ought to be split. 

Yes, air. 

I think the difference between the two 
issues should be at least one year. I 
don't think that s ix months between two 
issues is sufficient. · 

It is really one issue , that is what it is, 
if you put it that close. 

Well look, if we had January, 15, '43, you 
couldn't make it seYen eighths, could 
you? 

You might if you only put three hundred 
million in there . 

You could on my figures. 

We get a premium of helve , llr. Secretary. 
I think twelve is enough, but I just want 
to call your attention to the fact that 
there are four RFC issues now outstanding, 
and the lowest premiua t hat was offered 
on any of them was fourteen , and we used 
that as our guide. 

Our tax assumption may be wrong, too. 

Oh yes. 

Snen eighths ie equal to helve thirty­
seconds , and it would be a one per cent , • 
wouldn •t it? 

No, seven eighths. 

276 
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B.J.I.Jr: 

Bell: 

H.!ti.Jr: 

Bell: 

H.ll.Jr: 

l'ul'phy: 

B.M.Jr: 

Hadle;r: 

Ball: 

B.lo!.Jr: 

Bell: 

B.li.Jr: 

Bell: 

R.l!.Jr: 

- 12-

No, July 15 would be oue per cent . 

Oh, July 15. 

I said January 15, '48, pays seven eighths 
and July 15 - -

Would have to be one. 

Would be one per cent. 

You would get tweln tor that, also. Badley 
would get more. 

How much do you say, Hadley? 

On July for one per cent, I would get 
sixteen to eighteen . 

On the January be gets f i fteen, sixteen. 
The;r are both wi. thin the range of what 
we have been gi vlng you. 

~hat I think is this, gentlemen. I don ' t 
think it would be too smart to try to beat 
the gun and do this thing t<111orrow. 

It is a little rushing it . 

I would rather have soae bad news and have 
the thing go down and get the repercussions . 

Rouee raised the queation as to .nether ;you 
would want to put it out lt you thought 
bad news were coming. 

I would much rather get the bad news and 
have the thing go down, and then sell it 
and then get the - it there is going to 
be any move111ent, I want to eee i t up. I 
think I will call up Jones and just talk 
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Bell: 

llurph:r: 

Bell: 

l!urph:r: 

Bell: 

H.II.Jr: 

Bell : 

H.II. Jr1 

- 18-

to 1Wa OD how lt looks u of tllh aoi'AlBg 
;rou aee. He called u. ' 

George, what did ;rou get for Jmuar;r, • 45'1 

For lpril, we have one ana a half at 
5-17. The ODe md a half would be ID 
original, but I dOll •t think we could get 
it down to one and three eighths. It 
would be right on the border. One md 
three eighths for April - I .. ID for 
October, ' 44, we have par eighteen. If 
;rou iuah that out until Jmuar;r, it would 
out t down to aa;r fifteen; and of course, 
we are out in a region there where fifteen 
thirt;r-aeconde preaiua ien't ao auch. 

Hadle;r has twent:r-elght and tbirt:r-one. 

We would have for the October '44, twent:r­
aeven on a twenty-four per cent tax assumption. 
That ia the difference. 

Yes . 
But ;rou take a bank, for i.natance - ;rou aa;r 
it ia the a.-a aa one issue . The reason I 
argue the other Wt:f, I aa a bank and I 
l:a ve got aoae of Wf aone;r co.ing due in 
Januar;r, and I have got another bunch coaing 
due in Jul;r, and it ia aix aontha apart. 
For a bank, that 1a quite awhile. 

But ;rou won't get an;rthing but bankers. 

Well, that la all rigllt. You ~ght get a 
few oorporationa. 

I don't think ;rou would get .uch besides 
bankers an;rwar. 
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H.M.Jr : 

Bell : 

- 14-

I don't either. I don ' t think it aakes 
much difference. 

You might if rou went to the one and a 
halt. 

(Telephone conversati on wi th Kr. Jesse Jones 
follows : ) 
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Operator: 

H.M.Jr: 

Operator: 

H.M.Jr: 

Operator: 

Jeeae 
Jonea: 

H.M.Jr: 

J: 

H.M .Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

Operator: 

Jeaae Jonea, pleaee. 

R1&ht. 

Bello. 

8aoretar1 Jonea. 

Ballo, Henry. 

April 7, 1941 
11:52 •••• 

11:~ a. m. 

Jee&e, ve'Ye been working on your t1nano1ng. 
The BalkeD neva didn't help 1t any. Hello? 

I euppoee not. 

Have you got a peno1lf 

Yeah. 
!bie 11 the way 1t looka a• ot th1• 11orn1ng. 
It we borrowed t JOO aUUon to ooae due 1n 
.Janual'1 15, 19~ J, at 7/81 coupon, 1t would 
aell we t1gure between 12 to 15/J2nda above 
par. Bello? 

Yeah, I'• 11etan1ng. 

And the other 1)00 a1111on July 15, 19~3. 
1 •• Vh1oh we t1~r• would aall aomevhere 
between 12 to l&/J2nda above par. ' 

Yeah. 
•ow, tb1a 1a a 11ttla b1t oloaer - 1••• 
aarg1n tbaD va'•• uauallY uaad tor you 
an4 ot oouraa haratotora your not•• were 
taX exnpt and 1 t' • .... . • 
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J: 

H.K.Jrl 

J: 

H.M.Jr: 

Jl 

,. ' •• ,' . ..,, 'lt:O 
•. .. ~ 

• ii~•i.•r• . ,. : ~ • 

-I-

WbateYel' , ... Julpell' ••• , u la, ._,, 
will be Mtllfaotol')' onr here. 

Well, I ooul.4n' t alk for a~~~thlna be\ter. 
Now, we'll work on 1t ap1n a'bo\lt tl111 
tloe tooorrow an4 s1•• )'0\1 another r1ng. 

o.~. 

!hank )'0\lo 

Pine. 
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Jl.li.Jr: 

J,lurphy: 

Bell: 

Hadley: 

H.U. Jr: 

Bell: 

H.I&. Jr: 

Bell: 

H.V.Jr: 

Bell: 

- 15 -

CID' t aak for IDJ better. 11bat'l 

Perfeot. 

• 

There is a thirty million private issue 
Badle:y sa:ys, coming out Wednesda:y. toppers 
Coke, ia that what it is? 

That is right . It is not definite. 

Well, wOilld :you (Haale:y) al.na when you cou 
in to110rrow just keeping this for 1111 like 
this ana bringing it in toaorrow9 Then 
we can do it at eleven thlrt:y tomorrow 
aga.in. 

Yea . 
How is that? 

Fine. We will settle it then. You still 
lean to the Januar:r ana July, two issues? 

I think ao . · This ia the way I look at it. 
Thl a fellow is going to han more stuff 
ana 1l he has three hundred aillicn aolllll'l 
coal.ng due twice a :year, I uan that is about 
the war he works. I know it is the WI)' he 
likes t . It kind of tits into his pattern. 
We han nothing ouraelvea , we don't want 
to go into that a.rea particula.rl:y now. 
Jobody else particularl:y. It givea b1a 
cheap aone7, and it gives b1a aoner tbat 
ooata one per oent or leu , ana th a ban.k 
atuff, I ma for the bank stuff but - I 
uan to get out of the bank, but he won •t pa7 
one ana a hall. 
He baa been prett:y wise in getting all his 
legislation, 70u know. He has gotten his 
authorit7 to loan up to fifteen :yea.rs, but 
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R.M.Jr1 

Bell: 

H.I!. Jr: 

283 

- 16 -

he baa ne~er gotten bla authorit7 to borrow 
berond the fi~e years changed. Be gets 
the ba.old.ng of the treaau17. 

It is all right getting cheap mone7. He la 
going to take terrific leases, certainl7 in 
South .blerioa. 

Bow about Byrd' a proposal to lUke all 
these corporations pay the Treasur7 on 
thia capital percentage, the a~erage cost 
of the aone7, ao that they could show a 
true coat in their profit and loss atate­
aent. 

ill right , gents. Thank 70u all. 
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Est1~ated Y1eld Bases and Probable Pr1oee of New Issues 
ot Reconstruct1on J'1n.anoe Corporo.t1on Notes 

{Based on Olos1ng Bid Pr1oes, April 7, 19~1) 

IEstimatedl Probable 
llatur1ty Coupon : yield 

bas1B 
: opening 

pr1oe 

Jr~'lunr;r 15, 19~2 5/S · 3~ 1oo- 7/32 
(9 months) 

Julf 11 1942 1- ~~ years) 
3/~ . 4a lQ0-11/32 

January 15, 19~~ 
(1-3/~ years 

~ l . 70 lQ0-17/32 

Jul( 1~ , 1943 / 1-1/S . 1!7 1oo-1S/32 
:::- 74 years) 

January 15, 1944 1-1/~ 1. 03 100-19/32 
( 2-3/4 ye!lre) 

Julr 1~, 1944 1-3/S 1.17 lOQ-21/32 
3- 74 years) 

January 15, 19~1 1-1/2 1. 31 10Q-22/32 
{3-3/~ ye11rs 

T~easury Department , 
Divia1on ot Research and Stat1et1os. 

Apr1l 7, 1941 
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rrem1uae on Firat Day Traded (Wben Issued) ot 
Outetandlng Reoon&truct1on Jinanoe Corporation Notes 

Date t lrat Coupon I llaturit:r I Term 
traded I I 

1, 1939 1 Jul:r 1 , 19~2 2 rre. , g IIOo 

7. 1939 7/6 Janus.r)' 15, 19~ 2 yre. , 11 mo. 

24, 1936 7/6 November 1, 19~1 3 yra. 

12, 1938 716 Jul:r 20, 1911.1 3 yre. 

• D1v1&1on ot Reaeuroh and Stat1st1os. 

285 

• 

PremiWII 

2~/32 

16/32 

14/32 

16/32 
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TREASURY DEPARTMENT 

INTER.OFFICE COMMU NICATION 

'o Socrot af1 llorcntb& 

"'0 " 1. H. Bldh:r 

OUT§TIDIIG !1. 7 . 0 . l SS!!IS 

Jm t, O..htand1nc 

2ll m11 . 
:!¥1 mil . 
311 mil. 
Z16 mil. 

286 

DATd ipr1l '7 r 1941 
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£at1111&tad neld ~~a ... and Probable Pr1ou ot Mew Iaau .. 
ot ~oonat~ot1on F1D&Doe Corporation lota1 

(Baaed on Oloa1ng Pr1oaa, April 5, 19~1) 

1 :11t1iiii!1 Probable 
1 Coupon 1 Jiald 1 opening 
: 1 baa1a 1 pr1oa 

4pr11 15, 1942 
(1 J'IU) 

3A .~, 100-10/32 

Oc tober 15, 19~ 7/ 8 · 59 100-13/32 
(1-1/2 7ear•) 

'j' Januar,. 15, 19~5';{ :ty; 'Y 1 • 70 100-17/32 
(1-3/4 J•~· ~ 

• IS: 1Y 
.n lOo-15/32 April 15, lf3 1 

(2 71ar8 

'f Julf 15, 1943 Vo -~-r; 'V 
1-1/8 .87 100-18/32 

2-174 Jaar•) -

October 15: i94~ 1
'/,.,- 1-1/8 . 92 100-16/32 

(2-1/2 7aar1 

APrll 15, 1~44 1-1/4 1.07 100-17/32 
(3 JIUI 

'friii\U"J l)epar1aant, .\pr11 7, 1941 . 
D1~1a1on ot Re1earoh a nd 1tat11t1o1. 
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288 
MISS D"'CI CC RRRICATICIOt 

DAft .,nJ '• 1Kl 

TO 
socro"'l' 11..-.,_ 

- 1. B. Radle, 

l.l. O, UJMQI& 

II!!! gaspoa n!l! lWI. J!T!Pl• 

1/1~/42 1/ af. 0 .25 100 .& &l321>4a 
(3/4 ,... ) 0. :11 100.5 5]aa.4a 

5/flf> O. l!ll 100.9 9l'!a>4o 
0.:11 100.8 8/3asu 

7/1~/42 5/flf> o.u 100.8 8/Sasu 
(1 1/4 7ro.) 0. 44 1()(),7 7/ 3a>4o 

1/ 4/f. 0.42 100.13 13l32114o 
0.44 100.13 12/3as4a 

1/1&/43 aM 0 .158 100.10 10/321>4• 
(1 3/4 pa,) o.eo 100.9 9/3a>4o 

7/ flf> 0.158 100.1& 16/331>4• 
0.60 100.1& 15/3!1a4a 

'f?7s/9' • -a• 0.158 100 •• ~321141 
o.eo 100.11 32:Dd.a 

7{1&l41 1. 0 . 75 100.18 18/32&4a 

(2 1/4 ,.. • • ) 0.7'7 10().\6 16/32114o 

1 1/ flf> 0.75 100.:!'1 Zt/:S?:D-4• 
0.7'7 100.l!ll l!ll]aa.u 

1/1&/44 1 1/ tf, o.to 100.liD li0/32A4a 

(2 3/4 ,.. .. ) o.ta 100.17 17/ Uad.a 

1 1/4/f. o.to 1oo.ao ao/Uda 

o.• 100 •• •7aaau 

?/15/44 1 1/4ft 1.0'7 100.19 19/3?:A4a 

(3 1/4 ,.. • • ) 1. 10 100.15 15/3aa4o 

ta/tf. 1.0'7 100.31 31/3a.4a 

1. 10 100.31 •l•'-

1/1~4'6 1 1 / af. 1.31 100.31 31[32&4a 

3 3 4 7ro. 1 . :11 100.21 •7aa.ta 
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K.H.Jr: 

Operator: 

H.M. Jr: 

Edward 
5tett1n1ue: 

H.M.Jr: 

s: 
H.M.Jr: 

8: 

H.M.Jr: 

5: 

H.M.Jr: 

S: 

H.M. Jr: 

S: 

H.I! . Jr: 

8: 

!I.I!. Jr: 

s: 
R.M.Jr: 

Hello. 

8tettin1UI. 

Hel1.o. 

Hello, Henry. 

Apr il 7, 1941 
3;10 p ••• 

Ed, I want you to help me out on this even 
though it doesn't oome direotly under you. 

Right. 

I have the purcbuing egent here t or the 
Dutoh East I nd1 .. -Netherlande Government. 

For wbetf 

Dutch East l ndiee. Now, they've get a lot 
ot eteel t hey want t o buy and t hey can't 
buy 1 t. 

Yeah. 

You tellowa say there 1& no trouble on 
pr oduction. 

'1'111& is the Dutch Eaet I nd1 ... 

Yeah . 

And they want l tructural? 

Well, be's got a l ot ot d1tterent kinde ot 
eteel. 

Well, we'll get 1t t or him. 

Will yout 

Sure, aa long alit i an 't alloy tool 1teel. 

289 

No it's round eteel bare , tlat eteel bare, 
angle•, platee, galv~n1&1d, corrugated sbeete. 
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S: 

!i.M. Jr: 

S: 

H.II.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.II.Jr: 

8: 

H.M.Jr: 

S: 

B.M.Jr : 

8: 

B.M. Jr: 

5: 

B.M.Jr: 

8: 

H.M.Jr: 

S: 

B.M.Jr: 

8: 

B.M.Jr: 

- 2-

lo .... 11011 'llbT he oan't 1n ~. leiii'J. 

Well, be'• been tr,lnc for two veeka. 

Who bal be been tr71ng to get thea froat 

Well, I don't know. He can tell you. 

Well, nov, vlll you tell hlm to come oYer to 
lie •• , 

Whent 

11:15 \ble afternoon. Mr. Baruob 11 nth "'' 
end ~ a taft nov, and I 111 be dellghted to 
111 bla at 11:15 or .. :30 and we'll ttlte care 
of bla. 

Dld JOU IIY II:)Ot 

11:)0 ln m1 oftlce. What'• h11 naaet 

Juat a minute. I'll .. ke h1a vrlte 1t out. 

(L&uaha). 

It'• Jutt d1ff1cult tor me to pronounce. 
Val t a a1nute. 

You can aa7 lt lt JOU oen apell 1t. 

Pblllp Young 18 here vlth hla . 

Tell Pbll to ooae vUb bla. 

It'• Rleuvenhult , N-1- e-u-w-e-n-h-u-1-t, 
J. a. 
Right. We'll take oare of b1a, BenrJ. 

Pbll know• were JOU are. 

Phll knova exactl7 where I aa. 
Well, I'll be our1ou1 to aee vhttber JOU do 

now. 
If JOU walt and 111 7ou'll be pleated. 

(Lauch•>· I llkt to be pleated. 

0.1 . • ReDr1· 

Tbanlt JOU. 
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H.M.Jr : 

Operator: 

Cordell 
Hull : 

H. K. Jr: 

H: 

H.l!. Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr : 

H: 

H.M.Jr: 

R: 

R.M.Jr: 

Hello. 

Apr1l 7, 19"1 
): 26 p ••• 

Secretar y Hull coming on. 

All right, Henry. 

Cordell, I asked the Preaident at lunch 
about thia legislation to take over the 
Danian ahlpa. 

Yeah. 

And be didn ' t aeem t o know anything other 
than he thought he ' d O. K. 'd it, r . D.R., 
laa t Wedneaday - a memo the t waa ginn to 
you. 

Well, 1t wae O.l.'d then. I brought it up 
i n Cabi net and ahowed him the copy of the 
bill that had been drafted and he O.K.'d 
1t and told me to get i t in ahape tor him 
to send t o Congress, which I did, and be 's 
got it on hie deek. 

Well, he couldn't find it. 

Well, it'• over there. 

Vall, I Juat t hought I'd tell you. 

Ye&, I'll have 1t checked. 

Would you, because he oouldn 1 t find 1t. 

Well, it's over there with a propoeed 
..... g • • 

Well , tor heaven eakea. 

A.ll right, Henry. Thank you tor bringing 
it up. 

'l'hanlt you. 

, 
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H.M.Jr: 

Jobll 
8ull1Yan: 

H.M.Jr: 

8: 

!I.M.Jr: 

II: !! . J 

H.M.Jr: 

8: 

H.M.Jr: 

S: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

~11 7. 1,.1 
)1 .. 5 p.a. 

I I ... sot another idea. On 'boll h11!14rl4 
oompaniee that you aa•e ae, JOU know 7ou 
can set a lilt thl'ouah Noraan Thoapeon troa 
lloRe7n_el411 ot thl aen in the NaUonal 
Deten1e and wbat oompaniea the7 are connected 
with. They'•e publilhed euob a l1et, JOU 
lee. 

A roeter. 

JU.aht. 

And I'd like to know ot theee hun4red 
o011pan1ee how Un:f ot them have ottio1all 
down here workina tor the Government. I 
think it would be Juet 1ntereet1ng. 

JU.aht. 

What I aaw two or three month• ago troa 
Noraan Thompeon, ~e7 had about 800 aen 
down and eaoh one wa1 lhted, what ooapan7 
he oaae troa. 

· Yet, e1r. 

Wouldn't 70u be 1ntereetedt 

VerJ. 
And I'• beaa1na ott t on1aht beoau•• I teel 
too lOUtJ, but I'll &1•• JOU 9:)0 t oaorrow 
aornina. 
!bat'• all right. S'• go1na up to the 
Ben4ereon dinner. 

Oh. 

!beJ lett at. 2:00 but I'a soin& to tl'J 
an4 pt the •: 00 o' olook to W1la1n&tlln an4 
then 4r1Ye oYer to X111Y1lle. 
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a.M.Jr: 

5: 

H.M. Jr: 

s: 
H.M. Jr: 

5: 

- 2 -

Oh, good. 

I preeent 7our regret• and ver, h1&h r egard 
t or hiat 

It you please. 

Right. 

Thanlt JOU. 

Thanlt you, sir. 
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TREASURY DEPARTMENT 

Seoreta.ry llorgenthau 

Oscar Cox 

For ;your information : 

.... .lpril 7, 1941 

)(r, Hopkins has asked Lauohlin Currie to take tha 

primary responsibility in developing contacts with the 

Chinese GoveMIJilent in the administration of the Land-Lease 

Aot. 
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j ··iQLitJI PIOIIUO!S 

all4 O.o 011 ( 1110lli41DC 
mu•l 011) 211o,ooo Jlolo. 

155,750 ftla. 
l~J,lJI ma. 

u,250 ma. 
U7,100 ftla. 

Artatloa LubrloatlDC ou••• s.~T ma. 
All O.Ur LllllrloaUDC OU 22,sllo lllla. 

l'ttraa\b;r'l Leal•" 
1Jooetera• • ..ab ae Ieo­

Oc\ae , leo--..,...., or 
I -.hoi'-

.AD 

OfflCM of lteroballt lb1p Oea\rol, Ina 7 ~·· 

Ill&! DIWI 

55,000 nta. 

205,000 ftla. 

16,017 a1a. 
15,1" al .. 

• k:t •torlal. hea diu ._, o-lal .UatUllott• \111M - 11a ..,....a 
•ra U... J ,__, ot .n.tt• _._halo~& ar ~ 
lll.nv.- Praaluat•a nplatt.a of~ 16, 19i!O· 
.bla\laa lluollu • 
.la letlu4 la the Proot&oa\'a nplatl- ot ~ 16. 1,... 
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TO 

SubJect: 

TREASURY DEPARTMENT 

Seo?!.lreary ntbau 
Mr. 

1'la lneee Situation, 
Week ending April 5, 1941 

Su..arz 

296 

OOD'IDDifUL 

.._ .&pru 1. 1941 

(1) fhe aa.rltad uptul'D in prio .. of buio oo8a0d1t1ee 
1n recent weelta, whlab baa extended to doaeeUo ae well ae 
111J)ort ooliiiiOdJ.tiee, ~ggeeta that a 110re oriUoal price oon­
tml situation 1B denloping ae induetrial production ap­
pmachea preeent oapaoi tz. fhe ei tuat1on beara 101118 reae•­
blance to that during the World War period, beginning near 
the latter part of 1915, when an inoreaeing portion or the 
preeaure of deii&Dd ... d1Yerted toward ra1e1ng prioee after production ha4 reaabed Yirtual oapaoitz. 

(2) lllaJc1m• prio .. for eteel eorap and lead were estab­
lished lut week, whlle prioee or bitullinoue ooal were frozen &t current leYele pending the strike eettleMnt. on the • 
other band the DepertJHnt of Agriculture announced a prog:raa ot inoreaeed Oo••~ent purohae1Dg of hop , poultrz, and 
daley product• ae a Mane of eetabllehing llin~ prices and ati.ulatlng production. 

(3) Due to the fUrther 1Dcreaee in etael oZ"dering 1n 
March, eteel 111lle entered the current .on~h with baokloge 
at a new hip. U. S. Steel oZ"dere 1n the lut week of lfarab were at 159 par cent of capacitz, •ereue 182 per oent 1n the prnioue week. Steel production apparently wu reduced but 
aligbUz bz the reoent Bethleba• u .. l etrUe. 

(4) WeeklJ bue1Aeee iadexee on a eeaeonally-adjueted 
baua apurted to reoor4 hip leYel• in the laet week or 
llaroh. l're1pt oarloadin&• ban been -.king a J~artloularlJ strong ehowin&, partlJ ae a reeult of increued production 
and •hlPMnt of oo.u. 1A ant1oipat1on of labor trouble. 

(5) fhe PRB lndex for Karob ie eetiaated tentat1YalJ b7 
the Ruene Board at 14), which coaparee with 141 for 
Febnaarr. 
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PriM 11tua!lo! I I *ty flll!l!!l 1$ 

!lw MJ'ke4 aptua 111 Pl'l ... If 11ule 60 UU. .. tatJi1 
the p ... t eeTerel neu, whloh hu enell4e4 to 4oMIUe u 
well u aport oo..,41Uee, 41reote attention to tbe 80re 
orit1oa1 prioe-ooatrol problea that il ari•illl u 1114utrial 
output approaobee pre .. nt oapaDitJ. 

!be BL8 prioe iD4ez ot 2S balio ooa.oditiee (eee Chart 1 
lo"r section) hu rtaea u aaah 1D the paet two 11011tbi u ' 
in the previoue 6 · 80nthe. 'l'he upturn hae been retleoted in 
a •harP inoreue in the BL8 all-oo8110d1tr il!dex (ahown in 
Chart 1 mnthlJ and "'kl.J') wbiah hal rieen 110re in the two 
Iateat week& repoMed than in aDJ other eiallar period e1Doe 
the outbreak of the war in Septeaber 19)9. 

'l'he price upturn appeare to retleot a eo•what aore d•t1-
n1te tendenor in the 41rection ot prioe inflation, in whloh 
en important taotor hae been the failure ot production to 
ezpand auttlcientlr to meet the 1ncreaee in deaand. In the 
cotton textile induetrr, tor exaaple, the 4eaan4 hal been 
ao heavr that pr1Dt oloth pric .. have been 11tted 2) per 
cent a1nce earlr Februarr, d .. pi te the record level ot a1ll 
aoti Yi t:r. 

'rhe ai tuat1on recall I aoaewhat that of the World War 
period beg1.nning near the latter part ot 1915 (eee Chart 2), 
when an increaeing proportion of the preeeure ot deaan4 waa 
41Yerte4 toward railing prioee, e1nce pro4uotion had reached 
Ylrtual oapaoit)'. In tha preeent 11tuat1on, the -nt ot 
upnrd preeeure on prtoee il 4oubtleee oonoealed eo .. wbat 
(but not el1a1Date4) bJ the pro11pt aoUon ot the A4a11l1etra­
tion to etabili~e prioee. 'rhere ie little doubt, tor ex.aple, 
that prtoee ot eteel, eteel eorap, &ino, alWI1Jiua, and 
Yarioue other aateriale, would be eell1ng ooneiderabl)' abo•• 
preaent level• ha4 it not been tor Oovernaent aotion. 

Contributing toward a .,re 1.nrlat1onarr teD4enOJ 1n the 
pelt t .. neka hal beea aa appareat 1.noreue in epeaal&tive 
aot1Y1t)'. 'l'he voluae of tra4.1Dg in the oo-.\UJ' t\atvee 
aerltete, tor eza~~ple, hat 1noreued etea41lJ 111111 Juaarr. 
Ill the lut tour week& new reoorcll einoe at leut 19~ han 
been .. tablUhecl tor t\aturel tra41DC in a nuaber of oo..U u ... 

Beag or4er1J!I of eteel paehee baoklop 11.1pr 

Steel a1111 entered tha ourrent •nth. with. a tuothe 1A­
orealf in baoklop u a renlt of the nrr heaYJ' iatlow of 
Ordere during llaroh. WllklJ' an ordert reoein4 bJ tbe 
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u. s. Steel OorpoNUoa oonobuoau 'Nob eo=•t tiiU ....,_ 
orderill8, even OD a da1b &Yer ... baal1, ru .-..,. ot tile -
111uallY h .. Y)' vol- ot 1lu1Deee booke4 1D hliftuoJ ... 
b1111DIU of the U • 8. Steel OorporaUon in 'he 1aR • week ot 
Karch wae at 159 per oent of oapaoity, ae ooapared vUh the 
high figure or lll2 per oent 1D the preYioue v .. lt. 

The detenee prograa ia taking an lncreaeing proportion 
ot steel output. The ab1pbu1ld1ng prograa baa resulted in 
a very beayY demand tor steel plate• , and deliveriee of t h1• 
item tor non-det enee purpoees generally cannot be obt&1ned 
before 5 or 6 monthe. Chiefly as a reeUlt of lettingl of 
eteel for defenee projeote, oonetruotion eteel ordere 1n 
the week ended April l epurted lharply, and were nearly 
tour tae• aa large aa boolt1nge in the oorreeponding week 
ot 19lio. Apart from t he defuse prograa a heayY demand ia 
aaid t o be still ooming froa the autoaoblle industry. 

Steel nroductlon high deeplte etrike 

Although mill operat ions were somewhat ourt&1led, it 
now appears that ateel i ngot production wae little affected 
by the strike'll in Bet blehell Steel planta near t he end o~ 
March. Aa a matter of fact the company's production in 
March reached a new record high, and the operating rate for 
the month was reported to be 101. 2 per oent of rated capacity. 
Steel operations for the i ndustry ae a whole last week were 
scheduled at 99.2 per oent of capacity ae compared with 
99.8 per cent in the previous week. Operations in the our­
rent week are scheduled at 99 .3 per cent of capacity. 

Al.tbougb steel mille and by-product coke onn• on 
March l b84 average euppliea of bituminous coal on band 
ll!llounting to 30 and ~3 daya' consumption, reepectiTel:r , r e­
percuaaione of the ourrent coal strike haTe alread1 been felt 
1n the ateel induetry. Thua near the end of the week it waa 
reported in the preee that one blaet furnaoe in the Youngetovn 
area waa unable to reeuae operat ions beoauee or tba etr1ke, 
and that continued operation• at aeTeral other• were threaten-
ed. 

Buaineae indexee epurt at end of Karch 

The rRB index or industrial production tor March ie 
estimated tentatively at 1~3, or 2 pointe higher than tor 
February. 

The New York Ttaea index, atter abowing a t endency to 
leTel out in the earlier week• of t he aonth, apurted 1.8 
pointa to a new reoord high of 1~.1 at the close of Karch. 
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(See Cbart ~·) During the same veelt Barron' 1 
nus aotlvl Y &lao rose to a new reool"d high 
1}}. } troo 1}1 . 5 ln the previous veelt. ' 

index ot bue1-
adYancing to 

The pr1no1pal factor in the r1ae vas a substantial in­
crenae ln freight carloadlngs to a new high tor the year 
(Refer to Chart 3. ) It will be noted that t he gatn over. 
year-earlier levels has been Widening in recent weeks and 
had 1norenoed to no leas than 26 per cent by t he week ' ended 
l!aroh 29 . Although the sharpest gai n in the week mentioned 
vaa 1n mieoellaneoue carloadings, coal loadings showed a 
further moderate gain and reached the highes t levels tor 
that >eriod since 1927 . 

Coal oroduct1on and loadings r eflect strike threat 

Recently coal loadings have undoubtedly been stimula ted 
to 80~8 extent by the increased production or bituminous 
coal. (Rater t o Chart f.) Preliminary figures 1nd1oa te that 
bit~inous coal oroduct on l a st month wae nbout 36 oer cent 
higher t hnn in March l94o. Part or this gain reflected in­
creased stocking of soft coal in antici pation ot a stri ke , 
•bleb actually developed when negot19.t1one tor a new ~<nge 
nc;reer:tent tailed a t the end or the mont h . Until agreement 
is completed between t he operators and miners covering the 
Aooalaohian soft coal area, oarload1nge will be adversel y 
atfootod. 

Another fact or contributing to the rioe in the New York 
Times index during the l est week ot Mo.rob was a rise to a 
new record high l n the adJust ed lndex ot electric power pro­
duct ion . Reference to Chart 3 will show that electric power 
output thus tar ln 19~1 bAs been maintained a t a relatively 
steady level, ln contrast to the rather pronounced noroal 
seaeonal decline. As a result, t he gain in electric power 
roduotion over year-earlier levels bad widened to 16 per cent 

by the latter part or March. 

February decli ne i n exports leas than seasonal 

Due t o the shorter month , the value of exports ot 
Uni ted States merchandise ln February declined 6 per oent 
belo>r the previous mont h . However, t he deoreaee from the 
tot al ot $3lg , ooo , ooo in Januar:v to $29g ,ooo ,ooo i n February 
).'1\a l ess than seasonal. The dPOline was entirely accounted 
for by nonagricultural products, sinoe agricult ural export s 
actually gained $2,000,000 during t he month. 
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Aai4e tro• a abarp ia-ue 111 ezpona or tireuw aliA 
__.uuon, wh.1e!l rou to aaarl7 tl),OOO,OOO troa leaa ~ 
$7,000,000 1n Jama&rJ, aoat ot tbe •Jor P'OUPII ooapl'1aillg 
nonagrioultural axporta daolined. Iron 8114 atul azporta 
tell to the low .. t lnela e1noe laat 11a7 8114 Wire on17 3 per 
cent above tha oorraaponding aonth ot 194o. Dealli te an 1n­
oreue in engine ahl.paenta, a1roratt ezporta ot 13~,ooo,ooo 
.,ere 17 per cent below the record high tigure r eached 1n 
the prev1oua aontb. (See Chart~.) HoweYer, atter allow­
ance tor the allaller nuaber of worlUng da7e in Febru&rJ, rew ot the decline• during the 1110nth reached reall7 a1gn1t1-
oant proportion• . 

.Uthough agricultural export• ron 10 per cent in 
Pebi'U&l'7 to t2~t'?OO,OOO, th.1a figure oontraata 1harpl7 with 
the Februar7 19'10 total ot no leu than 11!0,000, 000. At 
that tUte agricultural exporte were t o talling up to large 
tigurea oh1etl7 becauee qt ver7 heaYJ export• or ootton, 
•hich amounted to '"·000,000 in 11'ebruar7 19110 aa ooapared 
•itb onl7 t~.ooo,ooo in the 18.11111 1a0ntb ot thia 7ear. 

New ordera lower tor week 

Our new order e index tor the week ended March 29 de­
clined to 190.~. aa compared with the very 111gb level ot 
22S.5 in the preceding week. (See Chart~ . ) The decline 
••• due to lower ordere tor eteel and tex i1ee. 

Prien or ricea 

The BL8 index ot prioea ot taported ooaaoditiee flat­
tened out l alt week (eee Chart 6, upper aeotion) following 
the Britiah ~Val viotOI'7 and the reduction ot urine 111-
auranoe ratae tor the Eaetern Ked1terranean. Price change• 
a.ong the following taported oo..od1t1el •••• worth7 ot 
coment . (Refer to Chart 6, lower aeot1on.) 

Bur!;11 Inoreaaed ), 6 per cent. Otteringl have been ao 
I l recentl7 that prioe quotation• are noatnal. fbi 
allounta acheduled to arr1Ye are very l1alted and uncer­
tainty ex1ata 111 the trade aa to whether •••n tbeae re­
etrioted aohedulea will be aa1ntainad. A United Pre•• 
diepatoh 1a71 that detenae ott1o1all ha•• burlap under 
•price eurYe1llanoe.• 
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-r:--:: .• __ Incre .. ed noUoeabl)' . In .. D4e4 a-auo acreage 
repor1oe4 b)' Oonruent aa ld.lpU)' lower thaD 

last year. Deaand tor linaee4 oil baa inoreaaed baoauae 
or increased demanda tor paints and Yarn1ahea ond eubat1-
tut1on ot lineeed oil tor higher priced oh1nawood oil. 

Coffee: No increase. K1ee Harriet Elliott of the Detenae 
Co:m1eai on iaaued a warning Wedneeda)' that recent ad~nces 
in coffee prioee were not warranted. 

Tin: Slight decrease. MaJor can manutaoturera are expected 
~o request steel companies to reduce t he amount of tin 

used 1n tin plate by 10 to 25 per cent. The ooneervat1on 
unit ot the OPII hae called a meeting ot can manutaoturers 
to consider other mean1 ot reducing non-essential civ111an 
uae& ot tin. 

Rubber: Declined noticeably on announcement or allocati on 
ot April cargo space tor shipments from Far Enst, although 
only a small part or apace applied t or was. granted. 

Cocoa: Deoreaeed 3. 7 per cent. Britain has turned down 
proposed quota allooaUons euggeated b)' Latin Aaerican 
nations, who, in t urn, haYe vetoed Br1t1eh euggeat1one. 

Among the domesti c commodities , the main price increases 
were among t he tats, oils, and provisions, tor which tuturee 
prices also advanced ateepl)'. The announced Government buy­
ing program stimulated price• o~rd, cottonseed oil, and 
hogs, while heaV)' purchases or t ow by eoap aanutacturera 
carried the price to 100 per oen a OYe the Auguet low. 
(See Chart 6, lower eeotion.) 

Ufxtmua prices established tor cer tain metals 

Further maximum pr1oeo were eetabliehed last week on 
steel scr ap and lead, in addition to those preYioual)' aen­
tioned tor scrap alua1num, secondary aluminum ingota, acrap 
zinc, and seoondarf elab zinc. Coamissi oner Henderaon an­
nounced t hat the price ot Number 1 heavy melting ateel 
scrap at Pi ttsburgh would be 820 per ton, with differentials 
for vari ous gradea and regions. '1'his i s about 81 a ton below 
actual prioea, and i s the aaae level 11 the goal menti oned 
when the industry was .. lted yoluntar117 to reduce prices . 
A aaximua price wae set on lead 8aturda)' at the preYa111ng 
price or 5.85 cents a pound at New York. 
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In the 'b1 tua1110u ooal 1D4uV,, ..u ... '"" 1JIIti"Mte4 
b:r the Nat1onal D1f1n1e AAY11017 o-l111on to fl'Oue pr1o01 
at or below lenh prna1UDg on llaroh 28. !h1e or4er whloh 
vas 1nsp1red 'b7 the ooal atr1lte, ¥111 1uppo1edl)' 'be re;olted 
atter production 1& raeuaed. 

In contraet to the eata'bl1ab1ng of maximum prices on 
metals , the Department of Agriculture la1t week announced a 
program of 1norea aed Government puroba111 W1 tb a view to eatab­
l1eh1ng 1111ni111ua pr1oa level• tor hoge, poultr)' , and da1rJ pro­
ducts. The purpoae of the program il to etimulnte production 1n 
order to a aaure an adequate auppl7 tor both dollleet1o and pol­
a1ble Britieh neede. fbe price mentioned tor bogs vaa $9.00 
per hundred pounda, vhereaa the current prioe ia around $8.00. 
fhe prioea 1nd1oa ted tor ~ produota vere approXimate!)' 1n 
Une Vith current quotation•, hence t h e prograa vould operate 
to prevent the nortaal. ep.riDg and &UIIIIIIer price deol1nee • 

• 
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TREASURY DEPARTMENT 
309 

INTI:R-OFJ'!Ca COMMUNICATION 

DAft April 7, 1941 

Seore:~genthau 

'""M Mr. H~~ ' 

A decline or 2g ,ooo brought Work Projects Adm1n1atrat1on 
employment to 1 ,708 ,000 persona during the week ended 
March 26, 19~1. Thle represents a drop or 159 ,000 from t he 
nuober or persona employed at the end or February. 

TO 

Attaohinenta 
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1938 
Ju1)' 
August 
September 
October 
November 
December 

1939 
Januar:y 
Februarr 
Marob 
April 
~ 
June 
Jul)' 
A:•O'\lat 
Bapteaber 
Ootober 
November 
December 

191l.0 
Januar:y 
Februar:y 
March 
April 
Mar 
June 
Jul)' 
August 
Septeaber 
Ootober 
lfoveaber 
December 

1911o 
Januarr 
Februar:y 
Maroh 

Souroe: Work ?rojeots Adm1n1atrat1on 

310 

Muaber of Workers 
(In tbouu.nda) 

3,053 
3,171 
3,228 
3.346 
3,284 
3.09 

2,986 
3,0113 
2,980 
2,751 
2,600 
2,551 
2,200 
1,842 
1, 790 
1,902 
2,021l. 
2,152 

2,266 
2,321l. 
2,2S8 
2,092 
1,926 
1,665 
1,701 
1,691 
1, 7()11. 
1, 779 
1,820 
1,878 

1,895 
1,867 
1, 708 

Monthl:y figures are weekl1 figures for the latest week 
of the month. 

The)' 1nolude oert1f1ed and nonoert1f1ed workers. 
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W<lH PBO.JIC!I AIMiniTU'l'IOI 
luaber of Yorker• z.p1o7ed - WeeklJ 

U11Ued 8tat .. 

Week ending 
1940-41 
August 7 
August 14 
August 21 
Auguot 28 

September 4 
September ll 
SeJ)tember 18 
September 25 

October 2 
October 9 
October 16 
October 23 
October 30 

November 6 
November 13 
November 20 
November 27 

December 4 
December 11 
December 18 
December 25 

Janu&rJ 1 
Janu&rJ 8 
January 15 
January 22 
Janu&rJ 29 

February 5 
FebruarJ 12 
rebruar7 12 
February 26 

March 5 
March 12 
March 12 
March 26 

Source: Work ProJect s Ada1n1etrat1on 

x-ber of Workar• 
(Ia tlllluu48) 

1, 709 
1,708 
1,698 
1 ,691 

1,690 
1, 687 
1,689 
1 ,7o4 

1,747 
1,762 
1, 768 
1 ,776 
1 ,779 

1 ,783 
1,785 
1 ,806 
1 ,820 

1,832 
1,855 
1 ,872 
1,878 

1 ,880 
1 ,887 
1 ,89J 
1 ,896 
1,895 

1 ,892 
1,893 
1,885 
1 ,867 

1,806 
1 , 764 
1,736 
1,708 
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TREASURY DEPARTMENT 

OAT& J.p.-11 1 , 1~1 

U.r. Cocl>ro.o CONFIDENTIAL 

Bocto\Orod oterli111 tru .. eUou of tho roporti.Dc bo.oloo wore aa foUon: 

Sold to o .... roial ooncorno •••.••• .. ••.. £71,000 

PUrchaaod froa ooaoercial coneor~~t ••.••. £15,000 

!ho Fo4oral Rooe"" BaDic of Vow Torll: 10ld £15 ,000 1n roci1tered oterlioc to 

lilt J.moriean Exprou Coapoa;r. 

Opoo aarll:ot 1torli.Dc oponod all4 e1ooed at 4.03-1/a, o.o4 thoro wore no reported 

\rans..:Uoa.J. 

'lho Swe411h krona, which c1oeod at • 2384 on Saturll.,, aond off to a final 

•••laUoo or • 2383 toll., • 

. b - it11\ Sa~1 t 41oeout of f>-3/af., tho CUb&O po10 iaproftd to f>-1/af. 

afternoon. 

lo Wow York, the c1oo1nc r ateo tor the foreign currenciel l11ted boloor were 

u r.u.,.., 
Co.oa41a~~ dollo.r 
Sw111 fro.nc (co ... rcial) 
Reichearll: 
I. ira 
.l.rpntsoe pooo (froo) 
!ras111an ailreio (tree) 
lloxicu pooo 

13-7/8f. 4ilcount 
.2321-1/2 
.400& 
.0605 
.2320 
.0~5 
.2066 

lo Shallcb&i, tho,.,..... waa quoted at f>-ll/~. repro1ent!.Dc a p.1J> of 1/~· 
S\trl!oc wu 1-1/a~ 1onr at 3. 93. 

1t I01d $1,350,000 in cold to tho Central BaDic of tho UJ'UC'I'ii'U ROJ"lbllo wbloh 

I N d4e4 to ih o..--rload MCOWit• 

'l'bo J'e4eral Rooo"" Buk of vow T orll: reported tho foUorinc "" cold o~ .. nto, 

•h!ch uo for oolo to tho Vow Torll: .110., otttool 

~.506,000 fro• Swtb .A.triea olliJ!IIOd '-' tl>• Soa.th .A.trieu RO&o"" llenll: to tl>o I n 

Torll: aconq of t h; l!&Dquo !ole" pov 111\~r for account of tho l!Uquo 

4u Cooco !oleo· J'ouoro.l. 
troa lloxleo. ol>iJ!IIOd l!r thO l!oDk of llodco tor U o oor11 aecout to tho 

"•tal 
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• Jl'lco of »-1/M - .,.sa f UM. Ia LaMa tor "'' " opo' u4 fonv4 1n.,.r, 
.,.t•rol•~• to ~."I· 

!iAJI41 ad ...._.,. ••"~' ]ll'loe for tonica oll""r wu aacl~Qpd a\ M-3/4#. 
troUill'7 '• purchuo ]ll'loe for fonlc:D ou ... r wu aloo 11Dc:Jouced at 3&;· 

ft DOdo two puzcblaoo of oll"r totallDC 160,000 ounoot under tho Sll•or PUroblao 
both o! which collohtect of IIIW pro41loU011 froa foro teo COWitrho, for forwo.rct 

'tho J'odtral lleoo..,. lullt1 o report of April 2, lhHna ctopoolto of baDlat 1n 
ollh tho !lew Torlc aaancioo of Japenuo 'biDico, thowod that ouch <'.opoolto totaloct 

'""'-"''"'·'vvu, a ctocr-oo of $12,6llt,OOO oinco !larch 26. lloot of t ho ~ in ctopooltt 
oo tho boolcl of \hi To- Specie Bulc'o low Torlc 111""1· i'ho lottor•o 

;rlloCl Jpll dollar llabUiUoo to 1114 ctoU... clolae OD Ja)IIAuo baDlat in .loll otood u 
011 April 21 

• 

.t.prll 2 
J)opotl to for J a Jill aact ll&nchurla •• .. • .•• $&1, 606,000 
Dopooito for c~ .......... .... ... ... . 39,877,000 
U. S. Treat. B1llo, ca... paper, etc • •• •• 23,246,000 

I LOIIlO· ............................ ... ... $~7 ,058,000 
Other - .Un]J Jap. 111p0r\ blllo........ 7, 721,000 

Chauc• froa 
llarch 26 

- $14,496,000 
+ 1,617,000 
... 1,334,000 

- $11,174,000 
+ 1,548,CIOO 

loot tbroe oatocorleo rtfor principal~ to Japuue baolco in Japan and IINlchurla. 
will bo oboor""d that tho $14,495,000 drop in dopotlto of ouch banlco no accoopanitd 
1 docline of $11,174,000 in J.ceney loano, u woll ao • p in of $1,324,000 in 

!rto11wry bUll, oto. holct for Japaneoo a.ccoWlt 10' tho J.rney. 

CONFIDENTIAL 
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... , ... 
111 4MJ' Ill'. ~I 

thank J'OU ••IT •• tor J'Our l.eUor or llaJ'Cb 
22, orrorlnlo on bobalt or tbe loaP4 or Oovornore 
ot tho r.sora1 Re1orYo a,,, .. , •••IT polllb1o ••­
•1•tanoo ln tho 1uooo .. ru1 aoooapllo~ont or tbo 
detoneo tln&nolna PJ"OIP ... 

It lo or oour1o .on ~r&tlf71DI to lla .. Ul11 
auuraaoo tJooa J'OII, tboup -• -• n..So4, ~t 
t bo Po4oral RoiOJ"Yo 87ot .. , tbroUib ~ RoeoJ"Yo 
Banko and tllelr w.aoboo tbroi!Poll' tbo ooUAti'J', 
11 prepared to rondor ltl old In proa9tln& \ho 
1010 or tbo rortbooalftl deton1o 1111100. Wo ebl11, 
01 u1ual , v1ah to •••11 o11r1ol••• or J'OUP rao111-
\1n and llllfalll• o~~pport . 

l oiiJ' v!lolahoerted approul of tbo propaa and 
a1111.ranon of UAnlntod oooporatlon .,, vor7 IJ'Mtl7 
opproolato4. 

Ron. 11. I . looloo, 

BlnoorolJ, 

(~tpM) a ... rca--. hi 

BoorotaPJ of t bo !PMOUI'J. 

Cbal .... D, 8oar4 Of 0oY07'DOJ'O 
or tbo r.soral .... ,., • .,.toe. 

Vaob1Q~Wn. D. 0, 

RIO/aft 

\ 

\ ""to 1lr. 'l'bui 'm 
\ 

Regraded Uclassified



Regraded Uclassified



317 11' 

mtcn v cormanmAL 
ALLIBO. BIIIftUTI 

Br1U8h . • 
0 J: 

I I 
1 Total 1 

Dec. 29 - Jan. 4 s s 
Jan . 5 - 11 83 S3 

Jan . 12 - 1S 41 41 

1&11. 19 - 25 33 33 

Jan. 26 - reb. 1 31 31 

6o 6o 

Feb. 9 - 15 30 1 31 

16 - 22 

23 - liar. 1 

2 - s 6 6 

6 6 

36 36 

S7 2 S9 

liar. 30 - Apr. 5 211- 211-

!O!AL Deo. 29 - April 5 4'15 3 448 

Ott1oe o r the Seoretarr or tbe Trea•urr• 
D1T1e1on ot Re•earob and 8tat1et1o8. 

0 

1 

25 

32 

71 

ee 
69 

72 

14 

10 

41 

429 

Ars1 QlWI]) 

J: r I • 
1 Total j 'l'O'rAX. 

3 4 12 

2 2 85 

2 2 43 

" 1 1 32 

1 26 86 

2 1 35 66 

2 1 so eo 

3 91 91 

2 71 77 

2 74 so 
1 2 17 53 

1 3 14 103 

1 5 47 71./ 

2l. 14 464 912 

AprU 7, 19U. 
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.&LI.I- DIIII 'IG ClatMr 

IIU.-.ate of .Urplaao 11:1111BOo 

I Aehil 
1 "'FE pit 

~uar1· •• • •• ••••• •••••• •••• 
MaJ 2 ... - JUM 22 •• ,, .,,, ••• , 
June 2} - JulJ 20 • • ••• • ••••• 
Jul7 21 - Aug. 17 •••••••••• , 
Aug. 1~ - Sept , 111-•• ,,., ••• , 
Sept. 15 - Oot. 12 ••••••••• , 
Oct . 13 - lfoY. 9· ........... . 
lfoY. 10 - ~o. 7 ••••••• ••••• 
Dec. 8 - Jan. -. ••• •••••• •••• 

19n 
~uar.r 5- 11 •••••••••••••• 

JattU1'1 12 - 18 • • , •• •• ,, •••• 
Januarr 19- 25·· ·· ······· ·· 
Janllll'J 2!'i - Pebru&rJ 1 ••••• 

rebruar.r 2 - 8 •••• ••• •• • •••• 
Februar.r 9- 15• •• • ••••••• •• 
PebruarJ 16- 22 • •••••• ••••• 
Februal'J 2} - Xaroh 1 •• •••• • 

Karch 2 - 8 •••• •• ••••••••••• 
llaroh 9 - 15 ••• • ••••••• •• • • • 
llaroh 16 - 2"2 • •• • ••• , ••• ••• • 
March 23 - 29 ••••••••••••••• 
March 30- April 5······· ··· 
April 6 - JO ......... . .. • • • .. • 
llq •.••••••••••••••.••.• •• •• 
June ........ • • ....... .. ...... . 
JulJ .......... . .... . ....... .. 
1\lguat ... . ......... . ..... .. . . 
Septellll:>er ....... . ........ . .. . 
October •••••••••••••• • • • • • • • 
loYellber •••••• • ••••••••••••• 
Deoeaber ••••••• , •• • •••••• • • • 

19}!nuarr • .•..•. . ..• .. .. .. .... 
P•bl"\la!"J' •• ••• ••• •• ••• ••• •• •• 
Karo.h •• ••••••••• •• •• •• • •• • • • 
April ••••••••••• • ••••••••• •• 
IIQ . ... ........... .. ...... .. . 

:5 
}3 
32 
!6 
66 
eo 
91 

77 eo 

1~/ 

ornoo or the eoore\arJ ot the 'freae\IJ"J, 
D1Y1e1oft of Roeearoh aad 8tat1et1og. 

le\iiitel ibi,..aio 
I oa tJleStpr Prlt•• 

~~ 
310 
330 
320 
370 
IK>o 

~ 

700 
!00 
800 eoo 
~ 

April 1, 1§41. 
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IIEIOWillJll 

• April 7 , 1941 

1'0 Secretary llorgent.hau 

f'ROII '"'. Sullivan 

.-reb )lat l.!r. Jamea RO<>IIt<Velt called at the ottica to 
cliacuu the probla or b'oHn j Jnda which 1rrvolftd • c~ 
in which be wu interested. 

~b llr. Peble ., appoin-t wu ude tor llr. a-eu 
that attamooo rltb lolr. Towam ot llr. Pebla 1a ott1oa. I aalced 
& . T"""oo to 1\u'nJ.ab a ...,r;udua in regard to th1a Tiait. UJd 
to adrl" .a ot the enntual aotim taken. I attach hereto the 

roemormdull lett with • by llr. Rooeevelt and the ~ aent 
to .., by l.!r. Pehle. If there i o arry further devel~t in the 

~~~attar I will ac:lviee JOU• 

319 

Regraded Uclassified



.... 
KIKORJ.JDUK 

To: Aaeiatant SeoretarJ Sullivan 

From: 141'. Pehle 

Kr. Jaes Roosevelt called l{ondq afternoon at 

3:45 and •• )(r. Tonon o! 7q o!!ice. }[r . Rooanelt apoke 

in general tel'lll o! the burden placed upon the !ina o! 

Gaaparcolor, Inc. , by reason o! the reporting requirements 

under ita lioenee. }[r. Roosevelt did not argue the pointe 

covered in the memorandum which he had previously left 

with you and terminated the conference by 141ing that he 

would adTiae hie aesociat~a to file application for &n1 

licensee needed. 

Regraded Uclassified



MEWORANDUM RE I PRESIDENTIAL EXECUTIVE ORDER 
110. 8560 OP JAllllARY 11>, HI~ , AS AMENDED Aim 
'I!!K APPLICATIOII 'l'I!EREOP TO OASPI.R MATTERS. 

321 

Becouse of the refUsa l of the secretary of the Treasury to issue 
! lcenoe euthor1t1ng the repa:rment of the aforesaid moneys to Dr . Bela 

end Dr . Bel• Oe apar , Mr . Imre Oaapar an4 Ur . Oeza Gaspar 1nd1-
• 'llaUoJCL7 t ho a&ld parties have been pleced in a position where they are 

hove returned to them funds neceaaary for their own individual 
expensea. Aocord1bgly , the said parties have been unable tor o­

!'Unds to which thay eJ•e legally entitled and which are absolutely 
• •,••ntlal for their own existence , Such action on the port of tho 
• •rre•u,ur> Department aoorna arbitrary and unwaJ•ronted sJnce 1 t would be 

tory to the individuals that any license to repay any moneys to 
mode on the usual condition that the noneys bo plooed in a fro<en 
and payments therefrom m&do only aubjoot to fUJ•ther license . 

In connection wi th e loan to Gaaparcolor , Inc. tram Gaaparcolor , 
A., a license provided that the ~onoys r eceivsd by Oaaparcolor , Inc. 
plAced ln a frozen account to be disbursed pursuant to t'urth&r l1censo . 
•:ew of the feet that the corporation 1s a donoatlc one o.nd Its or n­

and cU.roctore United Sta t ·ea c1 t lzena or outata.ncUng reputation and 
~••ro1c••~. lt would seem unwarranted that Oaeparcolor , Inc . be dee~ed 

•!thin the provisions of the Executive Order . Thia Ia particularly 
the principle underlying such order ia the proh~bition of 

of fUnds obroad to nationals of the designated countries , and 
t ransactions or oasparcolor, Inc. are effected within the United Stotea1 
onl y basis upon whichtho attitude of tho Treasury oepartnont nay be J 
title~ Ia thet tho stock of Gasparcol or , Inc . ia owned b) n Lwxt~bo~rg 
lonnl , but this ooems to be a highly techniod stend under the eir­
tanceo . Nevurtholess , th1a restriction rematna and a recent lleenee 

to Ossperoolor, Inc., ns of March ~ , 1941 , authorizes disbursements 
fled amount for a period of nine t;r d8ya , but r6quires that tho ,. 

ot all sales be deposited to • trozon account and paid only pur-- ~ 
lloenoo, and fUrther r equires tho t som1-monthly r eporto as to the ~ 

r•rancooc>tlona must bo made . These rea tr1ct1ona place tremendous burdens 
•ctivities or the domestic corporotion. 

An application for a general license on behalf of all the above 
na.ed corporat i ons and por t les was made eo of Februory 9 , 1941, by J . F . T· 
O'Connor , Eaq., but eueh applicat i on wa s denied . It ie desLred that 
general or opecio l licansos be issued authorizing tho repa;rment to Dr . 
Bolo Ooapor , and ~ 8·' · weopar, Mr. !ftre oaepor ond Mr . Geze Gaspar by 
Gaaparcolor , s .A, ot any !nd all a ono;ra advonced bJ aald parties on ita 
beholr, an4 fUrther , that Gaaparcolor, I nc . bo deecad aa being not within 
the pro•le1ona or the Executive Order , or , in lleu thereof, that reports 
be required o r it only every ninety da;rs, and thot there be no tree<ing 
ot the tunda or the cor poration. 
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Olld.er tbe Pree1cleat1al. IDcutiw Order, Ro, 6S60, of .1am1ary lS 19)4 u 

.. ~, trenaaotione 1DYolY1Jic Jationale of certain epeci!ied coantrtet .;.. pro­

hlbi t.d except pureuant to Ucenae i.,.ued br the Secret&ey of tbe 'r'reuur7, .bone 
tile countries <Wii&:Dat.d 1D a&id Order are Luxeoobourc and -n!a, Gupt.rcolor, 

Soci ete M<>rva, u • Luxellbourc corporation, and Dr , Bela Oupar, Mr. :r.r. Gaeper, 

allli llr. o .. a Guper, Ill !h_m.., netionale1 are therefore eubjeot to the aforesaid 

Order. M a result, &liT t:renaactione , particularl)' tboee with respect to J)e7118Dta 

or receipte of twlde 1mol't'1Dg the Mid corporation and lndi:ndllala, .-:r be affected 

oal,r upon •ecurinC a Ucenee rr- the Secret&ey or the !'reuurT· A,.,.. of app].i,. 

c&tiooe haft been .-de br Mid corporation and 1nd1111dD&lto for Uc..,.ea, &Del a 

I!Ullber of liceneet haft been 1aeued1 e-.g which are licensee to loan euu of _,.., 

t4 Oaeparoolor, 1110 • 1 a Delaware corporation, the a took of which 11 'lfbollr owned br 
Quparcolor, s . A, '!be appllcatione for which Uee.,.,.. were ret'lleed were tboee 1D 

1l!l1eb autborbation ,.. • oaabt to perodt the ~ to Dr. Bela Oupar, and to Dr. 

Bola Gupar, llr. lilre Gupar and llr, o .. a Gupar of,_ of~ adftrloed br n1cl 

p&rtiea out or their 1Ddi'rldu&l· twlde to pey expenaee of and tor Gt.epareolor, S. A, 

Beuue of the refu&l of the Secret&ey ot the 1're&aur7 to 1- a Ucenee 

al!U>orlainc the repa~t of the &foree&id 11011871 to Dr. S.la Gt.eper, and Dr. S.la 

Oupar, llr. lllre Gt.epar and 111'. o .. a Gupar 1nd1'rldu&ll71 the nid partiee haft 

been placed 1D a poeition wlwre tbe;r are unable to haw returned to tb .. tunda 

oecesearr for tM1r """ 1Ddi'rldual U't'iDg e:q>eneee. Acool'llingly, the Hid partiea 

bne been -ble to receift tanc1a to 11!Uch tb&y are leplly entlUed and wb1oll are 

abeolutely essential for their oen autenoe. lklch action on the part of the 

Treasury Deparboent e•- ¢1tr&r7 and ........,.,..nted elDOe lt would be nt11faotory 

t4 the 1Ddl'rldu&l& that &liT Uoenee to repay anT ..,....,. to t.Ma be •<W on the 

uual coodi tion that the .,...,.. be placed 1D a trooen account &Dd pa,.enta thare­

l'l'Ocl •de only eubjeot to turtber U•-•· 

In OOIIMCtioo with a loan to Gupareolor, Inc. troa Quper color, S. A., a 

Ueenoe pro'rl<Wd that the ......,. recelftcl br Guparcolor, Inc. be placed 1D a 

!'rosen &eoOIIIIt to be disbveed parwant to fllrtber 11cenae. In 'fin of the fact 

that the corporation 1o a ~io one and ita ofticen &Dd direotcre tbit.d St&tee 

oitloeoe of outet.ancliDg repnt&tion &Dd oh&reoter, it 110!1ld .... _..,..nted that 

Otep&roolor, JJio , be de-.! to c- 'ld.thi.D the pro'rleiona ot the !lteoutiw Order. 

1h1e 1a part1cnllarl)' true eiDOe tb& pri.Dcipla Ullderl.7inc ncb order 11 the pro­

hibition of tranater ot tWida abroed to natica&la ot the ._,peW coantr111, and 

all tran&aotione of Guparcolor, !DO. are effected withi.D tilt ~ted St&tae. '!be 

onl7 baaie >q>on wbioh the aUitacle of tbe Treuur7 Depart.ent •T be ju8tU1ed is 

that the atoolt of Guparcolor, Inc. 1o OWD8Cl lJr a Luullbourg national, but this 

•- to be a h1&h1T t.echDical et&od ...Sar the circ_taae... Jleftrtbalan, tbi.a 

reatrlotion 11 '" and a recent Uo~~~ae 1o81led to Guparoolor, Inc., u of llarch 

), 1941, authorise• dia"bl1..-ta 1n a apeci!iecl 11101111t tor a period ot ninety 

da11, but ~· that the procee<W of all ulee be <Wpoeit.d to a troNn account 

&od pa1cl ODl,y panuant to Uoenee, (s.F.)340) and further requlrea that eeai41>Dtbl7 

l'eporte u to the tranaacu.- -..t be .ada. 'lbeee reatrictione place tr -•~~~ 
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G&SJ'i!ICOLOR, DC. 

bw'doM upon the actb1t1 .. of Uuo ""-eti.c oorporst.ion. 

An application f or a c-ral lie.,.. on behalf of aU tbt abaft ~ co,_ 
poratJ.one and partie• -. •de u of Fabraa17 9, 1941, bT J . r . T. o •Connor, s.q., 
but eucb awlicati.on wu denied. It 1a deal.red that pnersl or special licoDHo 
be iasued &llt.hor1oinc tM ...,_nt to Dr. Bela Oupar, end Dr. Dcl4 Gn...,ar, 11r. 
rare Qoopar and llr. Oea OUpar bT Guparoolor, s. '· of u:r and all .. IM18 
adftllCed by aid partie a on 1 to behalf 1 and tvt.bor, Ula t. Gaaparcolor, Ino. be 
doaaed u boinc not -.J.tbi.D the )li'OY1&1ona at the ~tift Order, or, 1D lin 
thereof, Uw. t. raporta be raql11red of 1t only .... ..,. ninetT cleTI, and t.bat tbtra be 
00 troeUDI of tbt tunda at the corporatl.on. 
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DATa .lprU 11 1~1 

To Secretary Korgenthau 

, 110,. H. D. White 

SubJect: German Exploitation or t he Netherland• 

the f ollowing is a reeuae of aome ot t he moat eal1ent 
conol usiona reached 1n the attached aemorandua on German 
exploi t at i on or t he Net herland&, prepared by Wr. Felsentbel 
and Wr. Snider or this Division. 

~zia dur~ about ~· aontha ot o~cunation riD Kar 15, T40 t o t e end or the earl auc­e;•d!d in looting the Netherlands or eunplies --t ot her a eiets ~iCh ID8Y nave eXO§,ded in 
v _ye 12 bil_ion. 

This performance cannot be repeated, since 
a large part of what the Nazis took consisted 
ot capital rather t han current income. 

2. The principal methode which the Nazis used to 
obtain the loot are t he following: 

( a ) 

(b) 

(o) 

Confiscation: gold aaountlng to probably 
ibout $160 aUlion publi c , private unknown 
but contents or ~r1vate vaults have been 
taken; stocks ot gr ain& and raw aaterials; 
pr operties and plante or non-.lryans , declared 
Nazi enemies, etc.; and the river end canal 
tleet. 
Iaposition or occupation coeto: amount re­
ported to be over $3 mill i on a day, or some 
~74o mi lli on t or the 7t monthe. 

greation of PUblic Debt: the floating debt 
ot the Netherlands was increased by soae 
$5g3 million trom Way to December, but part 
ot tbia aay have been used to pay occupation 
coste and t o that extent would duplicate 
item (b) above. 
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D1Y1t1oa ot Moae'-ty 

1\ett&J'Ob 

Qurunox and OrtdU QrtatlOII.' acne)' 1n o1rou­
lat1on 1nortated b)' aomt~ aill ion and oon­
a1derable direct advanoee wert made to Germane 
trom tbe central bank and private banks· th1a 
item overlap• (b) and (o) einoe currency and 
credit a&)' have be~n or~ated botb to pay occu­
pation ocate and to purchatt Government eecuri­
Uet. 

(e) forged gle&ring loan•; t he Netherland! have 
been ooapelled to ezport goode t o Geraan)' in 
large quantities wbilt receiving little or noth­
ing 1n returni by Deceaber, 1940, Geraany owed 
Bolland eome •742 alll ion on clearing account. 

I~ a~d1tion to oontitoating aod drplot1ng a large part 
o tl5[fii!!5 ot Holland. the 1!&&11 are tranatoral ng 
~~ i"'l"" ,. oa, troa a proeper91lt 11rgan till! and \r~nS:0ountrY ~nto a vaeeal agrigultMral eupplier or 
th!l lnpa!l !!U' uob1D!Io 

(a) Before the invasion the Netherland• eoonom)' waa 
attuned to worl~ trade and world markets. Hav­
ing large oversea• 1nvestaenta and a valuable 
aerohant aarine, abe was able to enJoy a large 
ooaao41t)' i mport balance. 

(b) 

(o) 

Now her eoonoay bat been redirected to t i t 
1n with the •11ew order" i n li:urope and t he bat!e ot 
her international trade and ooamerce baTt been 
dtttroyed. 

Previoua to the 1nvadon Holland bad a higblY 
epeoialized agricultural and liveatook industry, 
but now agriculture 11 being incorporated 1n a 
"t-up tia1lar to the Gtrun Peaaant-estate and 
production 1s being diverted into channels beet 
au1ted to Geraan needt . 

With tbt advent ot the Naz1e, tbt Netberlande
1 

rooentl)' develeped industr1et came under the d1r­
eot control ot a Board ot I nduetrial organization, 
and production wat shifted to aeet the war netde 
ot the Reich, with plantt prodUcing etrategio aat­
erialt working tull blaet on tub-contracting ordert 
troa Geraany. 
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D1Y1a1on or Mone\ar7 
Researoh 

~ . Aa a rtag1t or t he 1nna1on \be et.u41.r4 or lll1ng o~ the !2!! 8~7 a11!1on ~~ohaen hee be!n dr•ig!d down t o the ltnl prnall1pg iD the poorer l!ot1ont or the EurOO•fA contlpent tnd \be bate! ot t he tor­per high at aod!rd h&•e bten deatrorad. 
Prioea haYe rieen treaendoua17, rat ions are mea­ger, and aoa\ t-portant ot all , capital has been depleted. Whereas the Dutch tormerl r had ona or the blgheat etandarde or l iving i n Europe, today theira 11 below that or GerMDJ. And tho Geraane are de­termined t hat tbia decl ine ehall be permanent, Na~i ott1oials baYing declared 1ta polio7 to be the •ad­Justment• or t he Netherlands standard to that or other European oountr1ea. 

5· pytch r esistance i s not a eeri out menaoe t o Germany. 
!here i a reeiatance and eabotage 1n t he Nether­lands , and t he Na~1a find it adviaable oocaaional17 t o shoot a taw people. But 1t would be easy to exaggerate the s l gni!icanoe ot auch ree1stance 1n t he total perspeot1Ye ot German exploitation. All organs ot unit ed reaiatanoe have been broken. Del i verance mus t come !rom the outs i de , 1! it 1a to ooae at all. 

• 
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.. .,. Jlllroh 14, 1941 

Subjectt Oeraul aplo1tat1on of tbe llatherlanda 

I . The Baolqro1mdt luantial cha'act.arietice of tbe Hatbarlande 
&COO>OIIT before tbe innaion • 

.l. ~ ot int.ra.atiaaal. trade and in....t.nt poeit1on. 

tbe W.tbarlanda ec~ before the Clenlan i.nTaaion wu peculiarl;r 
a part of the world ~ in that it wae baaed on international 
soureee ot wppllee and urkete and ~ndecl to a eoneidsrlble extent 

..,an torei.p trade, tinanc1al end ~1el relatiOM. 

Pbr cetm-1•, tore!p tr-.18, a b1ahl;r...S.veloped colonial ~ 
and international 1'1nmc1al e-.ections ware the eourcao of Holland 11 

wealth, Rotterda wu the .... t ~tant continental entrepot, and 

Amaterda wu the outatmd'ng c..,ter ot tinencial tranuotions md 

urket ot oo1oaiel product&. 

Holland'• .....:Mnt urine ranked t1tt.h 1n -.,a..,... the 
E:aropean arollct tleata in 1939, amt>uead onl;r b7 Great Brltail>, 
Oeraen;r, 11onrq and Ital;r. l!oughl;r, 22 pero.,t, ot bar caiJ>tlll.l;r 
e~~plOJ&d -..ra oacagad in transportation, tr-.18 and tiMDca. Doltch 

shipping, broaraga aal"'t'ioae and iDCOM troa extaaa1w tore1iJI and 

colonial inwaw.ata attordad Bolland 1 • bra• population (8. 7 111llion 
1n 1940) a~ h1&b atandanl ot ll'rini eYen thouab bar area 
1e ..all and l..,k1DI in 1ndutriel .. tarielo . 

Ia 1939 Bolland -.JOJ&d a c-.tit7 i.JII>Orl bal- ot DOt 

leea tba SSO ldlllon pildlll"e, p.,--t tor wld.cb ..... Mda poaaibla 
b7 1noaa trca toraip iln'ee~ and the pertotwDM ot ahippinl 

and t1nanoiel aanl.oaa . 

B. Acricnaltl&N and 1Ddutl'7• 

'!!Ia ktharlanda agricnalt.,.... ..... orcanill&d tor 1ntaaa1w u ­
.toot ~tor aport to Dlliehborinl aarketa. Dlar1nc racet. 

,..are it,.. tbe -rld' o a&CI«<d larseet. uportar ot •a• and cbaaM, 

Regraded Uclassified



- 2 -

tM third larcaat uporter of bacon and the fourth largest of butter. 
Tho NetherlaDda uport.eci about halt of ita total production of 
butter and oheasa, two-tbirda of ita eggs , practioal.l.T all of its 
condensed lll1lk and about one-fifth of ita total production or pork 
producta . The 110at illlOrtaDt aarkats for tbue products ba.,.. besn 
tbs United linadca, which took about 50 percent, and Geruny, winch 
took about 22 percent. In ad41t1on, llolland baa bMn en illport.ant 
producer and cporter of bulbs, sMda, vegetable• and botbouae 
products. 

Yet, becauae of ita l.Ud.t.d reaourcea of land, IIIICb of whieb 

328 

1a unauitable for crop production, llollmd wu c...,.Ueci to req on 
1ap>rta trcaa onraeaa to nppl;r a large part. of tM feed and 
!ert1llser neacled to .aintaiJI ita large, 1ntana1Te u .... toek induatry. 
During recent ,...ars about 43 percent of tM bread grain, 66 peree1lt 
ot t he feed graiJI, and practical.lJ' all of tM raw aatarials for 

concentrated feed and f ertUisera were illported. In oddl.tion, 
reliance • •• put anti.re~ vpon illlport.s !or ouch product.. aa cotton, 
tropical fru1 ta and coffee. 

By 111lort.1ng neceaaa17 !eedetutfs, llolland was enabled to 
dsve.lop U ... stock production-ita chief e&rioultural enterpri.se­
to a h1gb dlgrse of specialization and to build up tbe TOl.- of 
agricultural cport a to a point where they conatitu.tld about 40 
percent ot the co1111t.r,"'a total cport trade. Thia teclmi.(j,.. of 
ill>orti.Da raw aateriala and cport.ing tiniabad products waa, tMre­
!ore, a priM characteristic of tbe acoDOIIIT and rttal to ita 'W8l­
tare . 

llolland'a iJiduatriea are of fair~ reoct or1gina , called 1n 
to beiJifl aa.1nJ;r b7 her dOIIUtiC oeeda during tM last war and b7 
the r1.a1ne ter1tt -barriers that diarupted llolland' a international 
trade. In 19)9, Dutch iDdxlatr7 •pl.,...C roug~ 4f1!. ot all gain­
~ .-plOJad workers; tbe u1n Unes of production nra food­
products b ... d on colonial i.toporta and Mtal-workiDc and ahip­
buildiJic 1nduatriaa. Radio and alectrioal ~~t tactoriaa, 
ra;,on, taxt.Ue and ob..teal entarpriaas constituted the r.e1nder. 

C. W.Oeral Production 

European Katherlanda baa bellll a fair~ aiseable producer o! 
bituailloua coal, peat and peat-<Dosa. Tbe coal production appro:dllatla 
that of the Saar buin 1n quantit y (roug~ 12-13 111llion llltriO 
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tons a JNI') • ftll -.lor plll't ot \be total prodv~tion before tbe 
innaian wu UMd claeettc~, leuiJI& o~ a ....:U export aurp1aa. 

Hollllld 11 dat1o1eot. 1D pboophate &Dd Ditrate fert111MN 
tor~~~rl;r ~ ~ South &Mrloa. It 11 ...,..,. Ul<el;r tbet tMo 
llll.Mrll abortec• w1ll lild.t ocricultural prociUI)tiOD 1lbeu auppl.iee 
oro exha111tecl. 

!be .-ltiJI& mel -.ctDri.Dg !.cllitiea tor •tale 1n t.he 
lletberlllldl are flirl;r ~ bet are bued &Dtirel;r oa illport.-d 
orea, ~ tiD, dAc IIIIi 1rclll ore. !be lut ID41too mel \be Dlltcb 
C&ribb- po_.iou baYa 1D tbe put ltq>pl1 ... lar&• qliiDtities 

of tiD Ol"N. • 

n . !be pot\enl of Geraaa ~1tatica of \be htberlmclo. 

A.. The ltq.. in the proce81 of obh1 111 n1 OODt.rol. 

The ~c po~~etrat.iOD of the lletber1mdo b7 ~ t.U. 
into tbrM .on or 1eea c.learl;r dat1Ded atac••, both with re~ 
to chroD01oc1cal. aequeDCe aDd with reapoct to •tboda .-pl.O)'ed. 

The t1rat atace begm with the innaiOD. Ito principal objectift 
wu the clraiJlac• of an.Uable ~JV;>pliea, otoreo aDd eqllipMDt of the 
lfetherlllldl b7 the 11111tary forces &Dd the ecoDOm.<> deta<>-to ot 
the U'IQ'• 

.uter the 1.D1tial. ate&• ot outr1ght reqvio1tio111Dgo, a .ore 
aubUo CO'II.I'SI of hrther al:>oorptiOD ot the ec~ of the lletber1mda 
WU adopted. It COIIIIiiRed 1D the ~ ap0 of aectiODI ot the 
lltber1111da ace ••c 171- b7 pre .. ureo of •aryinc ~ ot 
•t.raDcth· oatri&ht ~atinna ot .ru-.,.... r .. , -wr, 
eo-saoara 1111n free1;r appo1Dtecl to Torin118 l<q-1)011tiODII in iDcWitry, 

biiDlri.Dg, lllJt1Dc llld - · .liJSUa of a~o C>ODtrola 
aiJIUar to that i.llpoood 11p0D the Oorsa ec~ no .. t.abliohK. 

'!'bia _.,.,., phale, exteDd1Di: .,.... roushlJ halt a J8&r, wu 
deaipd to aaoiJdl.ate llld prepare the ec~ of !loll mel tor the 
third etac•, tbe .ore dat1Dite ooordl.DatioD IIIIi 1Dtecr&t1oa of tbe 
Dlltoh with tbe OeJUil ~c etructllrl • Witb \be re.oTil ot 
taritf41arrien • J_, 1 , 1941, a dr-tio atep 1D t.hia cl1rec­
t10D wu tat.. 'l'be now ot ~te betweol \be let.ber1mda IIIIi 
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Research 

oe~ baa aleo bee.- conaiclerab~ easier. ~ conotrucUon or 
new rolda and canals connect1ng the Netherlands with Wootem oe 
is a oymbol ot the n"" pbaee ot poUc7. 1'lllll17 
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The proceoo ot aaeimilat1ng tbo Netherlands to the Greater Reich 
hD.o not boon merel;r econolli.c. _The .. tbodical poUUcal 1ntUtrat1on 
and the ideological preparation tor the acceptonco of the baaic tenets 
of Nu.i pbiloeopey t.re paving the wq tor the tinal stage in the move­
JCent toward integration. According to the Gel'II&D conception th1o 
stage probab~ will not ha..,. been acbin-ed untU tho ident1~ of 
tho Netherlands aa a separate cultural, econ0111o ·and poll tical enti t7 
baa beon lost in the •New Order. • 

B. Techniques of control and exploitation. 

1. Expropriation. 

ThAI 110at direct and obvious method ot exploiting a n'"'l3-
conquerod COUlltcy il confiscation. n has the Mrit Of being quick 

and ettective in obtain1n& badl7 needed oupplies tor the invading 
armies a.s well a.o ror home consumption. Furthernore, t his ..,tbod, 
by ita direotness, circumvents the loss of per1ohablos and those 
.;oods which, it left even tor a short-while in the hands or the 
local population might either bo bidden awq or destroyed . 

The Hotborlanda Govermoent, in anticipation ot a lot><l blockade, 
had stored up considerable quantities ot !odder, feed-grains, reed­
concentrates (which are the indispensable baais or tbo UYestock indus­
tries) , etc., and ot gasoline , fUel oU, rubber, tin, tobacco, iron 
IUid steel, wool, cotton, fertilizer, etc. Tbo four de,ys of war, 
howeYer, caused a considerable loss ot these atoclao , cbie!l3 thrOugh 
fire and boclbar<bent . The large petroleiD atorage tanks at J.Josterdam, 
• •&•, ftro ciestro7ed b;r tire the la.st de,y bo!ore the capitulation. 

lleYertboleas the loot which the technieaJ.l3-trained eco!IOIIIic 
details Of the COD<illerillg &rrq took ilr.lediate13 upon occupation ns 
consider able. Grain suppUes and da.ir7 products ..,at uraent}3 needed 
in OorannJ wore removed tirst. A recant increase in the German 
cocoa and coffee ration indicates thot supplies from tho iestern 
countries, particularl;r tr<a the Nethorlende, hAlve been brought in. 
The Gel'llnn loot in dair;r products , particu1arl3 cheese and butter, 
waa so considerable thot both had to be rationed in Holland which 
nonoally e:xports thea in large quantities . At the tillle o! invasion, 
•·I·, Holland had 

8 
stock or 20 ..Ulion chickens, but aevon 80ntba 

later on}3 8 1111Uon reaainod• Tho bnlk o! thoso slall(lbterod wa.s 

either uaed bJ troops or shipped to Gel'~Uey'• 
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llh1td.OD of llooletar-. a-G'OII • -' -
L1kew1ee, dried tra1t etor.e ,..,.., cont1eoate4, Iiiii atter eenral 

_ _ .• - ot raicliq 'b7 OeruDs, .._, t.xtUe &ood.a ncb u otocldJl<to 
have diaappeered troa tbe ..rktt. U etoou ot wool IN! cotton 11-.1 
romained in HOlland, tbere wwl.d have t>.en aut t1o1ent r• uter1alo 
tor tbe olotl\1113 illd\18t.r7 tor sou tiM. .lt present however 
aon'• euittnga ere being unu.tactured which contain lro., 40-6(, per-­
cent or ert1!1o1al wool. 

During tbe initial period of 111lit1L17 occupation, specill 
econoa:l.co details or tbe ..-4 forces were charged w1tb a ourn:r or 
1nduttr1el equi~t IZid ciiP'City. llacb1n" w aq>pUea or 'flll.ue 
to procluctiOD 1n GerllaiQ' ......, at once requ1a1 tioned and ....,ftC!. 
OenWl tncluttr)", wtd.cb bed been unable to replace equipouot, wa.s 
tbere'b7 turni.ebed with a cbeap source or wecbtnu tnd tools . Tb1s 
poUcy waa cloeel)" l.iDked to tbe concentration of production 1c the 
*'re etticient large plmta wltlcb bed prnio~ been inetituted 
a.s a wer weu- 1n Qenull;:r. Sim.larq, tbe exitt1c& !airq large 
stores or r• end cut di_,nds both 1c .t.otwerp and Auterc!M ware 
confiscated ~atel:r upon occupation. 

other it- 1n tbe loot included the considerable r1wr and 
canal neet of tbe Netherlands, with a capacity o! about ).8 wUlion 
metrio tens 

1 
which tall into tbe Oerun b..,.,_. and will aid tha 

continental r1Tar traffic. 

The .,..tea or aproprtation was not confined to cap1tll goods. 
Fi.tt;r~seftn tbo11AW Dutcb workers were 1n1 Uuq herded together IN! 
aant to Oei"IIUQ' tor illdnatrlll, ap-icultural and road work. Tbe:1r 
n"*"r I"" to 90,000 'b7 October, accordin& to reports troa Great 
Britain, 11>d 1netrGctiOil8 tor the recruitwent or 30,000 ~ WIN 
Nlpll~ g1ftn 'b7 Sqsa-!Dquart. Gerwan plj>8ra, particularq ~ 
Dtutscbe Volaw1rt, haft -uODBd plga to s611d a o-..ber ot Dll~ 
to IIOrt&no ~uoce tor barnet work. 'lbethar or not tbe - wan 
actuuq aent 1a DOt ..,.,..,.. 

2. a.orcan1sat10D or the -· 

The wetbod or outright expropriation hal 1ta u..ttat1ou, the 
110st patent or wb1cb 1s that 1ta oontinlllld ute would probabl3 lead 
to eueh a 1tata or 1nternel disruption w llbot~&• tbet tbe ooota 
and trouble or obhlnin& goode an<l eerrl.cll would exceed thair Yalllll. 
o-e, troa a loacer-1'1111 point of now, ..,re ellbtlt derlcee of 
u;ploitation w1ll ,....,ruq proY8 wore 111ttul• The conquered pecple 
wut be wade to reel that tbe7 &No a part of tbe •lin Or<Mr" IZid 
not werel)" •oataidera" eerrl.n& aa tcole tor tbe propagation of • 
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Raa .. rch 

war being fought for purposes whJ.ch they oppose. Dl abort hard­
shJ.ps mu11t ~ endured ill the apJ.rit of willing •sacri!ice•' not 
as a product o! coercioa. ' 

To insUll thJ.s attitude ill tha CJ>da o! the Dutch people 1.a 

primarily a polltical task. But the econoooicoc"mterpart or this 
political task is the re-orientation of the econOIIQ' ill auch a mannar 
as tc coordinate IIDd integrate it with the economic structure of 
continental Europe unc:lar German domination. 
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The neceaaJ.ty of re-organhiJli the atnocture of the Dutch eco~ 
was particularl7 urgent ill new or its prenou international orient.­
tion {see part I &boTe). llhereas prenousl7 trade and invost=ent.s ill 
overseas countries predoainated ill the aconoar,y o! the llethorlands, now 
the ecODOIIQ' must be attuned to that of a European bloc which, ill the 
event of a German victory, wUl probably operate along autarkic lines, 
even after the war. Instead of being an i.llportant marUiloe, financial 
and e-rc.l.al ponr, Holland is to becOM a h1.gbl7 developed 
agricultural producer within the new Europe • 

.Agriculture Beyond the measures of wartime adla1nistration, 
outlines of a more permanent organizntion are 

emerging. An organizational c:lr1 ve has beon started to incorporate 
the antJ.re lletherlanc:la agriculture in a set.-up si!Ol.lar to the German 
Peasant.-!et.ate. Qrat Grote, a Qerllan agricultural apeciallst, has 

been appointed Peasant-Leac:lar. Analogoua to the Geru:n Food Estate 
{Reichsnaehretarui), Yariou •estate•• bave been organised, particularl7 
tor tat and oil production, the da1.ry and poultr:r industr:r and grain 
production. Before the wnr, the Dutch Qo.-ornment bad initiated a 
program ot re-orientation of the NetharlADda agriculture designed 
to enlarge the cultintion of certain neceseary foodstuffs, 
principallT grains, potatoes, wget8bles, oU-saeds , etc. Thia progrea 
has ~en further atended bJ the Oenun authorities ill the dJ.rectioo 
of enlarged production of greills, root-crops and beollp ill the place 
or horticultural products, nowers, etc. The sugar-beet area, e .g . , 

has been enlarged bJ 14 peroent . 

l.!oreover, the domestic liwstock 1ndustr;y, 111\ioh ill the past 
was c:lapenc:lant upon illpOrts troa onraeaa of feed grains and faed 
concentretaa, will, on acco\lllt of the i.llp)aaibility of cootilluillg 
such i.llports, lose ite to~W~r pradcwlnant place ill the eco~. 
Likewise, the dapendenoa o! the countr:r on foreign food& npplies 
necenitates • further re-direction or agricultural production. 
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DoMa~ic production of food auat. be e:q>andecl and U ....,. pnm~ 
des irable ~ shift a certain uowrt. of anr•-a• .troe feed cropa ~ 
rood cropa. The Netherlanda aaricnol.tural cultintion plan for 1941 
indicates that such 'll1ll be tbe policy or the authorities. llore 
1ntena1Te field production of f .. de will also poaaib~ be attempted. 
But ainca the usa of t!MJ land tor direct production o! food c.ropa 
proYidea a INCh larsar qu.antit:r or food than can be obtained rro.. 
Ureatock and feed prodnction bued on the •- area of land, it 
1a oot llk~ that an e:q>aneioll 'll1ll taka place in the ~tal feed 
acrea&e at the expenae of food cropa. Rather, larcar feed .oreqe 
will prob~ be attaiDad at the axpanae of craseland. 

!!:!!!! Part of the procaae ot br1Jl&:1nc the Datch eo...,.,., 
1llto t.lle rr-rt of the O.JW&D econ..s.c systea 

baa beGD the elildnatiou ot custo.a barrlera. Iii a decree of 
Docabar 16, 1940, all Geraon MrChandiee intended tor illportaticm 
in~ the HetberliDde except t hat ellbject to apacitio duties 1n 
relation ~ tbe country'• u.ciaas, was declared ~ be dut;r-traa, 
arrecu.,. Jmuar:r 1, 1941. ll1rt it i e ob't'ioue~ illposaibla !or 
Holland, ann in the role ot a big~ apecieliaed a&rlcultural 
producer tor Continental European markets, to ccapeneate bar losaae 
in foraisn t ra4e and inTea~nta . 
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In an atteoapt to aal va&a a t laut r.-.nante or the Dutoh trade 
tac111tiea and connect ions, the G&JW&D autborlthe heft UT&nged for 
a eallin& batnen I~m1n&r-.l and Rotterdaa coce a weak; a 1110re extensive 
trade with the So8Ddina't'ian c0110tr1ea, particular~ Sweden baa been 
ancour-aed. SndeD, 1n the rec~ concl~d trade llll' ........ t with 
the Hetherlmd&, 1a to suppl;r 1-..bar and wood pulp wiiUe Holland 11111 
send uchinee, r..U.oa, and el.ectric.al eqni~t 1n plece of the 
colonial uteriala aha bas supplied 1n the peat. Sied.lar trade ou-­
Mnte between Holland and Belgi~a and !loll '""• YIICOalavia, J!twwrl • 
and other O.OabiUI countries haft recantl;r bean a1&nad 1IDIIer oar­
tutala&e. Since Holland 1e .....U:r not able ~ export an;rth1n& to 
these countrlea at tbe present ..... t , aucb acrernta haft tirat 
a PNP-aandiatio value, in ~atin&: ~ the letharliDde popula­
tion thet within the continental apbera ...., tra4e ralat10111 can 
.... ntll&ll;r be eatabllabad. Seco~, tbq will, at leaat to a 1.11d.tad 
extant, atiaulate the Dutch ecOIICOIV" in wlloaa tUDct1onins the oar-. 
are interuted, b:r elliPPlJ'ini ..- r aw aateriala . 

More iaoportant for GanteT'• intareat 1n 8\ICb tr..S. acr-nta 
1e the a.- 11opa tut .-tuU:r o.tob oapi tal 'll1ll be inYeatad 1n 
Sovtheutera 111rope where ., inteaUW llll'icnalt.aral and ..-1-
ind.utrial. ncn ~ 4 1e ~ be tndl.t, it the oapital raaourcaa can be 
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found. O.l"MMI UCuillea U... ~ 8pObD of the obJ.i«ation.e 
ot Netherlanda c._talleta to UDdert&Q auch investaents it tbey 
hope to part1c1~te 1D tlw ...., ecoftOid.c ordoer ot Europe , 

IIOet otber ecc:mo.1o teclmiquu of uploitat.ian U8K by the 
Hasia in CDe wrq or mot.!Mr aicled. in ettectinc thia ......sirection 
o! the Dutch ecODCII,T. Part.ical.arl)o ill(>ortut. waa the obh1n1ng 
or control O'Nr the orcllliaat.ion of fnduetr,. hoa tlx!.a point ot 
new. 

D>dutrial. O!Jillliaat.ioa 011 October 31, 1940 the Secretary 
General ot the Natherllllda Dep~t 

o! eo-roe, D>dutr,. and llartgation iae~~ed a decree calling tor a 
corporate or,llliaation of 1Ddutry in close anal.ou to tbe OelWIID 

set-up. IndU8tl'7 thereafter becliM subject to tbe juriadiction of 

811 appointed Board of Induatrial Qrgllliution, wlx!.ch "Will carrr on 
1 ts duties in tbe interest of the whole economic lite, • Tba Board 
bas powers to create new fil'IIJO and to dieband old ones , to dis-
charge and ~1Dt directors and 11&1\e&ere, and to g1ft an:r otber 
orders and inetructiona with b1nd1ng force !or industrial organisa­
tions. In OlnMIIf, wbare a parallel decree ia in force, tbe Board 
baa conaia tentl)o acted u an aut.oncmoua ~, But 1 t ie not at all 
certain wbetbor the -ping powers entr...ted to tbe Board will be 
uaed silll1larl)o 1D the caae of tbe occupied territoriee. 

We aa;r ua\1118, howenr, tbat tbe Dutch entrepreneur• will tor 
the present recaift a trutaent Yer1 aiaUar to tbat ot the Oerun 
entrepreneurs. 'fha1.r tonoal title o! 01111eralx1p will .-aiD uoclwl&.-1, 
while the actual control onr wagea, prices, production and the 

allotment of the scarce rp ll&teriela 'll1ll pass to so-called bureaU8 
ot tbe Board established tor ewcy major branch or induatcy or 

comerce . 

In addition, the lletberlanda Departaent of eo-roe, Induatr,. 
8Dd llancation, wllich is c11rect17 responsible to Jlr, Seysa-Diquart, 

the GoY8rnor General, hea &IIIIOm>ced tbat special reconstruction sllb­
eidiea md crKita will be arrU1ged tor enterprises whose turtber 

maintenance 1e in the public interest. Cooperation ot the entre­
preneur witb the authorities 1• tharetore alllost indispensable tor 

cont1nue4 bueiness operations. 

011 the wbole , the o.noao pol1c7 in the lletberlanda baa bHil 

designed not to diaplaoe th orig1nal aanea_,t ot lletberlanda tina 

to tbe •- extent u in Auatria and CsechosloYald.a. l!:lepropriaticma, 

"arrllliu.tiona, • end torc.-1 aelea ban, bowenr, been adopted in 
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tho cue or eotcprisea owned liT olfta, !orelan illter .. ta, etc. 

L 

The Oerune ba'ft .ore c~ atttiq>ted to geln illdirect 
control. l ..-bar o! conoerna were brouglrt ~r the aan~&-t 
o! a Co.Uaeioner (e. g., t he Fwd rentoriae , the major coal m~.n811, 
t he al11811'1wo corporation, aneral alq)Ort- illport .tirole, sb1ward8). 
J. nUllber or Dutoh iDdutrial enterprises, roreo .. tillg correct.l;y 
the cl1!.t1cul tiee which they wolll.cl enoo1111tar ill operating Wlder the1r 
own uneg-t, ~l1111tar117 requesta<l the Oerllan autboritiee to 
appoillt Oerun trustees into llboae band8 the e!faire or their organ­
hations .,.. ~. Notable a.JQg t._ are Pb!.llppe a.dio anc1 the 
Batu!eohe ,_trole- U1J. For Ax1lippo an arr~~~~&-t bet.Mn the 
Gerun truotaaa IZid the Alaeric& Oenooral Klactric Cooop1Q7 'llitb 
respect to •- patent r1ghta was aade. Pb1l1ppa together 'llith 
ita 'llicleapread European e.tt1Uations will, accorcl1n& to tbio &l'n!lge­

<>ent, control patant-rigbts !or the whole of the Buropaon territory, 
wbile lloeric& Oeoeral Klectric will be Ci1'BD all r1gbta alatnrbere. 

Furthal'liOra, tbe Mtbod of bu;Jin& up illduatrial aecurities liT 
Germon illteraato baa been us&cl to gain illclustrial control . The 
Albert de Bar;r Bank, which had alwqe been uncler Qei'OIAD 1lltluence 
hu now bee ta1te11 oYer liT the Deut sche Bank; German interest s 
have boUGht up a large pert of tbe ahareo of llg-ane K\Ulatrljcle 
Unie (UU), the rqon concom>, Lever Broa. & Unllanr, the chamical 
!i.ra, and ~.li,ppe Radio . So r ar, control liT tbe purcbue or 
aecuritiaa bu been confinecl to JO!.norit;r holdl.n&•• No open attanpt 
to comer etock 'td.tb the rln to aa,jorit;r representation co the 
Yarious boar<la bu baeD aada. But it 1a not 1Jopoaa1bla that 
llatherlancl aatioll&la in 8111Patb:r 'llitb the lluie han also been actin 
in incrauiJ>e tile 0erun ¢p on tbe Dutch 8C<lll(lq. 

The prolonaation of the war aade an in<lustrial decentralisation 
in Oenlazly dooairable . Destructin air raida, ~.,.ant in areae 
or lldl.itary illportanca, aDd trauportation <11Uicult1as c<llll>ined to 
effect a reY&roal ot 1ncbwtrial pla1111!ng, which bacl prarloual7 r&YOrod 
concentration o! production in a fn larsa plonto. The Geno& 
Go'fel'llllllnt and the ae.-n pro<lucara round it tberatora adrlsabla to 
gba aubcontraotins orders to Dutch and Balsian plants • l central 
board !or tbe plac-t or ouch arclere was e atablieb&cl in the capitals 
o£ tbe occupied territories; priorit y o! tbe orders 1e detendnecl 
b:y the ecOO>oC.o e te.tf o! the liU1 tar;r Coaandar 1D oonjzction 111 tb 
the llinJ.atry or lcoDOIIie l .ffairs. 
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PlaDh pl"'ClaoiJiil at.ratelio a&teriala oucb as the 11o7a1 blut 

tarnaees at T-dd=, tM J'okbr airpl- plcta ...s otben ano 

worlcipg tu.ll bleat on Oarun subcontracting ordera, Stopa ore bel.DJ 

t.llcen to tie ~ t brollih contracte ... rioua plltent rigbte in the 

banda of Dutch coaaeru. 

The eftorta to brinl the lllltob induatey back to operatlon ware 

11Jd.ted b7 the nail.abilltJ of certain illported r• ate:rUla, 

particularlJ ot tbe colonial tJpe. Tobacco, au..~ar cane, cotton, 

wool, cocoa, orws. lll.aarel and ?e&eteble oila, Iibera end reeina 

are basic ll&teriela tor a great aaotor ot tbe industries ot the 

Nethorlancla. 1'hougb liD effort - Mile to reopen operationo 1n the 

cJ.&arette indv.etl')', it ia ellpected tbet the ~lies cr cigarette 

tobacco will - set a l.iJoit to production. 

Witll tile oco~tion or Antwerp and Aaeterdul, the Genuna haTe 

gained a nrtul -.poq OYer the ~ induetl')'. It ia 

estiuted tbat or the totel ot 26 , 000 dl.aond-cu.tters in the world 

onlJ abo11t 1 , 000 liw outeida Belgiua, Holland and Clel'llaD1• Though 

tbo Uaited statea baa r-tlJ atte.pted to build "P a daoaetic 

dl.aond cut tine and pollsbiJiil indutl')', the lack ot a killed _, 

and ••c:M nu still 1a a seriou obst acle. llonvar, since Sollth 

ltrica ll!d Belcim CoGco, the world' a cbiet proclucera ot r• 

d11110ncla, reuinad 'IID<Ier the control of the .t.llles, ~ 1a cat 

ott .tn:a the ra-eaterial sou.roa. 

A at.rict prohibition ot further t.rading in di..oncla wu ianed 

in l!q, 1940, and onlJ a ..all nmbar of cutters baa recentlJ been 

put to work again . a.r- aourcaa attach speoial 111portaca to the 

indutrial usee or di.onda in cartain t1Jl8s of crindin&. clrill1nC 

aod otber • •cMne tool..8. 

Banlc1!!c 0enc intenate ban &lao &aiDed a foothold in 

the banldJI& et.ructure ot the oo1111try. Variou 

Genoa baalca eat&bliabecl breDCb ottioea in the .. therllnda. ODe o1 

the lerpr c-roiel b 1111uo, .Albert de BarJ, sold the uJori tJ 

omerabip of 1te llbarM to the J)IUtache Bank. It 11 not poeeible 

to deteNine at ~t ~ tar-reachin& de BarJ ' s intereate in 
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the lletherlanda buine .. st.ructure are. The Int.eroational s-It ot 

~. a bank witb far-fi11118 bcldinga in the Low Countries,U.O 

_.,t into OeiWIID biiDda , H. 1Jobltbat, a ...U-Ia>Own finaDciel 

apecial1at of tha 0enc Ootw •• r"'., wao II'I'Ointed Special Ccoilio1aai.oD*I' 

in obarp of the lfederlenda4hl Bank, the oant.rel bank of llolland. 
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~ .Twit u ~rturt. u 1:114uatX')' control haa been l.ebor 
control, in .td.cb field .:Lao the O.runa ll&Ye in­

tro<lucod policies e1.8:Uar to Ulooe prmousq ...plO)'ed in ae~. 
The Sooioliat Trade unions (N. V. V. ) nre placed under the col:llllisserlal 
control of 1i1r • WOudenberg, a known IDellbor of t he Netherlande Nazi 
IIIOv-nt . 1 labor .h'ont alter the Geraen IDOdel bae been created 
and •Strenatb tbrouah JoY" organisations ban bean set up loc~. 

The tairq stroQg Catholic labor unions have not yet been coordinated 
but their eW.Oraion in the labor tr<lnt em onl.J be a u tter of u-.' 

lll cleela:l.ons on wage probleiiS ban been treneterred to the 
opeeial.q>-IPPQintad price and wqe c-'.oear and to the industry 
bureaus. Faetory~ttees of workera in tbe .. tal induatrlae ba'fe 
been utabliahlld, but their actu&l. power ru&ina to be sMD. They 
are chm1;ed with the superrlsion of "the 110rel end aateri&l. interest 
ot tbe worker•. • 

Ill abort, aocial. and economic ral.ationobips are becOIIing troten 
in Holland in an organization&~. structure eiiiUar to tbe German pattern. 
Both industry and l&ricul.tiD'e have been organited into "bureaus•, 
charged with price and wage controls, with tbe allotment of r" 
materials , auper'fiaion of production, proper deliveries of agricul­
tur&l. producte, etc. ~ such meuures are to be 8lq>8cted durillg 
the period of actift warfare, they are, to judge fr0111 German experience, 
not Mreq trana1 to17 pbenOJIIena but part of the pattern of the Nasi 
syat• of ecoDOIIic controls. 

) . Restriction of Cons~tion . 

The ~ate t&:;k of those charged with tbe exploitation 
of the llatberlanda 1a the d1Yersion to Gel'UDT of u great ...,1111t of 
goode md serrlces possible. Tbe t1rat •tbod used to acea.plisb 
tbia purpose was, as described aboYO, outright expropriation. The 
second •tbod, loold.ng a loQger tiM lhcad, 'IIU the rtH>rganisat1on 
of the Dlltcb ecoDOIQ' so as to coordinate it with the Qeni&D eeoDOII!.c 
structur-in other words, the re-<:bannelinl of producti'fe forces 
into those fields .td.ch could best serve the Nazi war aachlne . But 
once the econOIIic II&Cbine was produciQg the pde .oat urgentq 
needed b;r tbe Germans, t here still reaainad the probl• of obh1"

1
"1 

pb;raical. poaaeseion of tiiM. Tbio, in turn, wu a Q.lleation ot 
restricting Du.tch purcbaeiQg power (end cons~t1on) and of scquir1Di 
the goode and eerrtcea thus released. TM devices used for tbia 
purpose are now to be discussed. 
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Rat1og A c...,1ete all!"fe7 of Ill etor .. and supplies DOt 
outrigbt con!ieoatecl ADd ,...,....d na llade b)' the 

llll.lit&IT autbor1tiea for tbe purpose of wart1.,. rationiJI&, Egge, 
cheese , ooooa produote, eonclenaacl llll.lk, canned goocla , eorree , eugar, 
nour, rice and rice fiour, comatarcb, rolled. oats , aaoaron1 , butter, 
tats , bread, le~a, tall undar tbe cleobrod lllcl otriotl7 rationed 
catego1"7. Textile•, clotbea, tu.l &1'!1 solei on tbe Qenaan point .,..tee. A particular rog1at.rat1on &Dd r at1on1n& qote. tor all 80tor 
oU aDd guoliDe euppli.ae ia in force. 

'!'be actual q~~et1U.. of good.a wbicb cm be purcbued 'll'itb ration­
ing carda ..., d1.ftar cODSiderabl,y tree tba tbaoret1cal ratioaa allowed. 
Ration all-c.• are • ..,.,_ quantit1ee Wbicb u:t be boQcbt pro'fided 

auttieient auppli. .. are &ftilable tor aala. 

SCM of tbe ratione prenUing in Dec-.r, 1940, u reported b)' 
tba 1Jll1ted Stetee Conaular of!ici ala, are co.pared in tbe tollowinc 
tabla witb the aqrage conawoption of 1111 adult aala in 1935-19)6 (aa 
eat1a&ted in tbe International Labor Renew, June, 1939). 

Ratione &Dd Conall!Ption par weak , in kilogr ... 
I I 

Itea 1Rat1on, December, I Awrag• co~t1on or I 

1940 * 1 Adult llale 1 19:3506 

Bread, cU., etc. 2,03 3.1 

ltc&a (nlllber) 1 3.2 

Butter, UJ'iar1nl and 
.25 ..48 

tate 
Rice .o6 .fh 

Sugar .2S .n 
Coft .. .04 .o6 

lo!eat .40 .63 

tnall7 aTaUablo tor purcbue at all taea • 

Soap c t1on baa been reotr1ctad b)' ?0 per cent • according 
to 

1 1tat.aa~arlng in ., October, 1940 1.11111 of Talwaat, tbe 
Auterda n-papw ror tbe pure- of textUu, cardi ~100 pointe 
baVII been rortded tor &1Gb periOD &Dd are n11d tor - ,.. .... 
• pair of tadl .. ' art1::lcial boee ooWttl tor tiVII pointl, a 1100len 

<Ire•• 36 pointe , mel & -·• abirt 14 point&• 
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Prl041 Pol1o1M OD llq 9, 1940, elloon ~ateq otter 
o....UOD ot honUitiea, the Oonun lll.l.1t..,. 

eoauncllr 1D tM Netilerludo 1ee111cl a pr1.a...IIICI w...-.top deoraa whioh 
on July ll wu 1Dcorporated 1D the Netberlccll l•. The prohibition 
of price mel woce obepe without otticiol pend. .. ion whioh tb1e <»­
ere• baa 11tohl1abacl 1a applicable to pr aoticUJ.¥ tile wbole ecol>CIO'• 

AcoorcliD& to a o.run nate.nt the price-folloy 1D l!olllllll 11 
claliinecl 1D part, et laeat, to enooaroce certain llllea of procluction, 
particlllarq ocriC'IIlt..... !'be prioea paid. to ocria'Gltarol proclucero, 
•·&·• U.... b.- allowcl to ri•. 'lbU -Illite, 1D effect, to a l'llb­
ii~ OD tbe procllaotiOD ot -srtc'Gltnrol -.l.itiN tbe 81IPPl3 of which 
tba Ge....,. are axio'lll to beft iDGreuecl. !'be nbli~ 11 at tbe 
upenee of the oona- OD "'- the burden of tile otticiolq crantacl 
pr1041 1Dcreuea talla. 117 tbia •tbocl, proci\IOera and retell .... are 
protected. to a certain utant, eereu -ra, and particularly 
worl<Aire , who .. nee• baft ~ tro...,, - ... to bear • larcer 
share ot the burden ot restricted. conaiOIC)tion. 

That coneiclarohle 1Dereaeee 1D pricoe haft taken place 11 inclic .. 

ted by the following table• 

Percentage :rucr.111 in Prlceo bet-n 
llq 9, 1940 and. Doceoobor, 1940• 

Bread .•• • •.•••••••••••••• • •• •• ••••••••••••• 
Butter .•••••.. : ••••• • •••• •• •••••• • •• •••• • •. 
SQ&&r• • ·• • ·•••······ ••• •• •• •••••······ •• • • • 
rat •••.• . • .•.. •. · . •.. .. .• . • . • ... ••· · • · · · • · · · 

15-6S 
2S 
1.8 
?S 
4S Milk • • • • • ••• • •••••• • ••• • .•• • ••• •• • ••• ••••.. 

Cbeeee····· ·• · •••••••••• ••••••••••••••••• •• ?S 
1&&•·· ······ · · · ·· ·· ··· · ···· · ····· · ··· ·· ····1~ 
Maraarlne···· ·· ······· ····················· 
Soft ao.p•• •• ••••••• • • • • • ••••• ••••••••• •• ··1~ 
~ . ... ... ...... .........••. .....•. ...... so Salt •• •• •••• . • • • • • • ••• • • •• •• •• • •••••••• •••• 40 

R1 • • • • • ••••• •• ••• ••• • oe ••• •.•• ••••••.•••• • • «o 
Oott 

•• ••••• •• 0 • • • • • • • ., 

... .... ... . . . . .. . . 
0
••• 85 

Salad oil •••• •• ••••••• .•• •• • ..• • .••• ••.•.• • 80 
~ ~-······· · · · · ····· · ··· · ·· ····· ···· 
llatc

k-- • •• •• • • • • • • • •• • •• • ••• •• •• 70 ......... ······· 
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Tu l*leipte 

(lll.llloaa or guUcler•) 

1)0.9 ) .S 
436 . )9.9 

1?1 
419.6 

20 f ~ 
44.9 - 4f, 

340 

Tile 1ao ...... 1Jl d1reot tu ....,Upta 1.1 attributed pri.Dc1pal.l;r to tbe 
surtax Oil tile naioipal tWill tu &Dd tbe profit• tu, wtnob ._... .....,.. 
exi.ltaDt tbl prweiOU 71f1Z"• Tile aMll c»cJ inl 1Jl 1Ddiraot t- ... 
Probabl.T ch1afi¥ ciDa to the c»cJ '"" 1Jl c...- &Dd eli nc!Gd.e &Dd boa118 
tu Neeipta .... aDi.M taloN, ~- aiDCa tbe o.r.m o=apatiGD, 
could otfMt tba 1o-~ pu-tiall¥• Tba Raiobllt..uilar ror tbe oo­
cupiad W.U.Z.1&Dda, Dr. nac)lbock, bal NellltlJ" otated tile D&CMeiV 
or turt.her tu iaoN- 1Jl til• llatbarl&Ddl· So rar, be aaid, tile Datch 
tu-pqve .... plliJial ~ balf u IIUCh u tbe o.r- tu-pqvl• hrtba1' 

t u iDorou .. 11111r tberefo" be apocted. 

Debt CN&tloD• .t. tb1rd Mtbod liNd bT the Nuil 1Jl obtai a< ug tba 
IIICMiat'Y .tundl tor tile puroball ot goodl Ulll Mr-

nooo 11 tile ~ ot pabUc debt. 

117 nr\111 ot - cllcJ'I8I tbl Qen&lll autbOritiM ba'AI obt.a1nad tull 
"lacal" ooaWol Oftl' tbe fiJlMCel of tbe Nlibarlttdl otata. CD October 
19, 1940, c ord1n- or tile Raicbalcre1el&r bee- etracUw 11b1.ob, 1Jl 
tact, gC'AI hll 1aca1 ~ to till OenM> &lltboritiM to raiM -
b)" ~. 1Jl ~ &Dd "" cooditioaa to be clateni1Jled bT u.-. 
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lol>d, b7 a~ .rfeoti.,. ~ llcn8ilber 1 , 1940, the Reiobako.iaaar 

... "'*ll _..,_ •to fix eel IIOd1f1 State lllldgat. ancl ....,_te• ad to 

a~ the euollt.ioa of the baclpte . 'l'beae powra wre perUnlar)J' 

neeclecl in orclar to oope with the npici)J' increul.Jl& noatina clebt ot 
tbe 0011Dtl7. 

Aocorci1Jic to a -' Connla Report, the floating debt of tbe 

Nether1ancla ao-t on llq 15, 1940, uo\IDtecl to n . 735 eclll1011 . 

Wore the e1lcl of the .,..., , tha total hacl uotated to ~~pprold.ute)J' 

P'l. 1.8 bilUoD - ., increaaa of onr 140 per a.nt . 'l'be financtna of 

thia debt baa bee ~ taoilitatecl b7 t11a faot that blllb apparo­

ent)J' baTe larp •- ill Uq'llill - at their cliapoaal. 'l'beaeliqll14 

fiiDcla are clepoeite ot fiJW ancl iDcli:riduaJ.. wboae inveat.ent oppor­

twdtiea have to a l.arp extant cliaappearecl, &Del whose procluotion op­

porttaitiee are •~ u.ita4 b7 tlla laok of r • aateriala . 

'l'be prilloipal Mth<lcl ot fi naMina the noattna clabt bu bean tbe 

118,. or TreU1117 billa wbich haft apparent)J' been eo1d botll to the 

public ancl to b&ka, iDolacli.Qa the cantral bel<. In April, 1940, 
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banb belcll64. 7 mlHon gailclera 1a tr.u1117 _.-; by tbe oat Ootol>er 

tiler beld 474. 7 _,, H on gp:Uclera in !reUllr}' _... Acoorclillg to 

an articla of H. Wohltllat, tha ec-!.aeioner attaolled to the lletber-

1ancla Bank, appur1na 1n Bazllt;.ArclliT of JmiW')' 1, 1941, tlla lfether-

1ancla ce~~W baDk hald, 011 11q 6, 1940, a f• clqa prior to tbe in­

Yaeion, 9.9 111ll1on ga1lclera ill claiM, - ...apao1fiacl portion ot 
wllich conaUtecl of t\reUllr}' billa. By Decuber 2, 1940, tbe bank 

llelcl a total of 2)2 .8 111lJJ.on ga1lclara in c1aial, 226 aUlion of 

wbioh oouiata4 of TreulU')' billa. Heno. , it ia nident tllat o....r 

half a bilUOD guilclera of tha increaaa 1D tloatillc debt ... abaort>acl 

by the banlr:a, 1Dol11c11Dg the oaatral bank.. 'l'be reaort to the central 

'Dalllt 1e llig'niticant iD U.. of tha taot that !reuury billa wve aold 

to it on)J' to tha extmt that the pri..ate urkat clid not aboorb the 

billa. 

In aclcl1t10D to tbe c.,tral bank bolcliJiil of !reU1Il'7 billa, on 
llq 20, 1940, a 15...UUOn ga1lclera credit wu oclymoed to tlw Ooverll­

-t b7 tl.- -val ballk. 

n.ta oa tbe - ot the f1Dcl debt are DOt • ~te u tho• 

on t he floatina debt. .&.t tbe bact-1111 of 1940, tlla total t1Joocl clabt 

of tbe ontnl ~ -.mta4 to about 3.1 billion gullclera. Ill 

tbe nr.t t• ~ ot 1940 .., adclitiooal 6oo 111lJJ.on guilclera nre 

oouaUdata4, llr1Dc1JII tbe total f1Joocl clebt -. eooxt 3. 7 billio11 ga1lclera . 
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!bl,a ~ ..,.. Mt. iDol .... , IM:w>er, a bUll"" p11c1an at.r. 1D u. 
])!dies debt r.or tbe 2 •) b1ll1oa 1!"1ldu11 ot dabte ow.d b)' oU.r pllb11o 
bodies. Iii ~. tiM: lateet data anUabl.e 1Dd1cate t.._t obout. 

tour ..U.. after tiM: iftMi..,, tile totel t1Dd pabUc dal>t acl:ad1J11 
the ....... 1D tile Illll1.ee dal>t, but 1Dcl.ud1JII p...m.ncul &Del -cipal 
debte, ..,:recat.ecl ~ 81x bUllaa CQ1ldu11. U thel'e 1a addltd to 
ttd.a the noatiJII ~ ot 1. 8 billioo CQ1ldu11 (ae ot Deoeoober 1940) 
it ia erlclent that 1>7 tiM: eD4 ot tile ;rear 1940, the totll ruU4.ra debt 
or the Netber1mcle waa 175 per cent or 110r. t.._ pr .. b1Taa1oo 
nationa11.noCM. !be t1Dd portion ot the totel cilobt w apparentlJ' 
not 1Dcreued aiDoe tbe ilrruion to tile •- extent u the tlo&t1nc 
portion. ftd.a _, partq be apla1nthla 1D ter.a ot the -u.JiDg­

nasa ot tbe ..nc.t to :1Dftat 1D III;Jth1nc e:a:ept abort-te._, relat1nlJ­

l1quid ol&We. 

CUrr!!!oz creation. In l1.l OCOilPied areaa , 1no1ud1Dg the Netber-
1ancle, tbe Ganlan oecllP&tion .torcea iolllled 

a special aorip-ewtenoy, tbe Reicbakreditlcaaaenacbeina. '1'be acriJ>­
notea were legal t«<der 1D tbe Jetber1anda but. C01114 not be aported 

to ~. !be c&Dtral belllc wae -s.r obligation to ......_ thea 1D 
guildu11 , aD4 on ~ 1, 1940, an acr-nt between tbe Oenoan &Del the 
Netherlands authorities ,... reacbed IICCOrding to which turther iaa,_ 
ot acrip were &1...., direotq to the cantril bmk ot the Natborlanda 
1D a:a:bange tor guil.clera (at the rate ot Rill • na. 1 .))). Tbe acriJ>­

notea were tiM:n 11'1 tbdran trOll cireulatioo. 

!be utant to wld.ch tbe acrip-aotaa wra circulated 1D llollmcl 

ia not euil,y u~e. Tbe .AMricm CQ>aul 1D .U.tarda repor­
ted on .luguet 15 that tbe Qazuna , accorci1Dc to hia 1Dto..at1on, ~ 
about 6 .uJJ.on guilcilora per clq 1D eorip. tJp to ohll;r let, auch 

notes ware, tor tbe ujor part, diee..Uated b)' tha Oa..an troops. 
AD ordinar7 oa.... aoldier reoai.,... RJI 8 a clq 1D add1t1oo to tba 

..,1111ta paid to hie t~. 1IDt1l Jol;f let, the papent waa uda 1D 

•criP· 
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~DOT 1D oiro.U.Uon _,lll>tecl to l . S bUlion Cl'il<IAore _ a 25 
..nt ine>reue. To tbia aut be adoMd .,. 1ncr.,.ee t u per 
1n circulation toh'"nc 1.D ...:J.• 26.8 111llion 8uJde;e. vv 

110
De7 

However 1 since the aerip-notea were re~emod 1n gull~ it. 
would be dcuble-coW'Iting to &dd the scrip ieaue to the in«>,.;~. 1n 
curroncr circulation 1n order to dot.raine the totol 1ncre.:l8e ct 
currancr in circulation. 

Exchange •aeures. r-d1atol7 upon occupation, the eer..n 
Jalltary eo-andor tor U.. lletherl•de 

decreed a &enarel blockin& ot all 10 ternat1onel pliJUDt. and gold 
and clj)it.el .,.._,t.s. .f. strict exchqe control wu eatabllohed 
tcllOftd b7 the 1Dcorporat1on ct the lletharlenda 1n the aultila~al 
EUropean clearing ~. Todq lloll11Dd clura 'llith pract.1cell7 
ell European coiiJltriea rla Berlin. O!ticu ot the Gerun ~tonversiona­
kaaoe act u asente 1n the clesring IQ'st.lla, at the otricial Gerslan ex­
change rats a. 

Gold, pracioua cetals, and all forei&n •ana of pqmenta 1n poa­
oeaaion ct Netherlanda nationals or residents of the countey bad to 
be ofterad !or aele to the Netherlands Bank at once. $16o 1111Uon 
worth ot gold holdings were seized !rom the central bank, according 
to Britbh reports. In addition, a 26 lllillion guilder Goval'I'IOent 
dapoait 'llith the Central Bank wu entiral)" exhauat.sd b)' ldiQ' 2], 1940. 

1'1 th certain exceptions , all claiaa o! NaU..rl1nde oationala 
aaainat tore1gnora 

1 
..,d ct !arei&nare qaioat. Netbarlonda nationele 

or reaidont.s bee- part ot the clelr1Jl.& sret.. he• curraney 
claiu <••i• dcllera) raqnire oppro...:J. ot tho l'l:lrei&n Exclwl&e In­
stitute, ..,4 IIWtt be otterad to the centrel bank when the7 ere poid 
out 1n the lora ot toreisn exchange. Poaausioa ot !orai&D secari­
tiea IIWtt be r-sietered 'llith a apeciel qeney. 

£rcb..,p aanipuleticn wu alae tnvol.,..d 1n the ~ali att.pt to 
"adjuat" the Netllerlende price leftl to t hat ot ~. Tile Jrice 
acljuat.ent had u one ct ita objecti.,..a the depreciation ot the pur­
cbuing power ot tba guilder 1n COIIJ)arioon 'llith the Reicbalw'k to the 
level ot the o........-nl'U84 otticiel exchan&• ot the IIW'k. Betora the 
invaeion, the IU11<1Aor wu a tree currenc7 100rth lbout $0. 5). Tile aerk, 
though ottioiall;r 11&1ntained at $0.40, wu 1n raelity wartb around 
$0.25. In other words, a •t air" rats ot exdwl&e would probabl)" have 
been around l guilder • 2 Roiobalw'!o:a. Tile fate aotuall)" imposed at 
present 1a l gnildar • 1.:n lUI. llo><..,..r, in n• of the~ die­
turbancea aDd the dl.aruptioa ot all .-blanc•• ot a troe aarkat, ea.-
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pari.oOJUO of tbio eort ..,. of doubt.tul. Yalid1ty. 1'be .,0 t that een 
be said ia that the Reiw..arlt 1e undoubtadl;r OYI,..nlued. in nla.­
Uon to the &\111<18,.._. widaq-uaed Nazi daYioe of exploitation. 

That the dapreo1ation or t.he guilder hoa facilitated tile bu:y­
i ng up of Netherland& buai.neea and COI81>6rc1t.l interests is apparent. 
Recentq, lara:• purchases of objaete of art, jenle, reel estate 
ete. , by high Nu.i oft1e1ele ha'YI eleo been nported. • 

.t. epeoi al cleYice being widaq uaed in tbia connection te ex­
ploit llollmd 1a tba ao-eelled •tree tranafer" proYiainna of a pro-
ol ... t1on ot Ootober )0, 1940. .leeordin& to the tel'1111 of this pro-
cl ... t1on a rr.. tranater of S ,000 Rll per 110nth per pereon troa 
0.%UQ)' to the lletberlande 1e penaittecl. ~. ot tba WiY8 in wbicb 
t his 1a .-d 1a as foUcnnu 1tzrr o.r.an tina or pr1nte person 
desiring to purchase ..rchand1ae in Holland either for printe .... 
or ruale in Oei'IIUIIQ' ps;ys S ,000 Rll into the Gerun-llet.herlsnda 
clearing account witb the Re1chabanlc. The tranater io U.. -
to Holland t-edl.ately in equi.velent guilders, llhare it can be uaed 
to purchase anything except a tflfl ..rticlee named on a special lis t, 
whi.ch requ1re apecit.l plrlliseion. Lera:er 11110unte mq &lao be trane­
!erm on per.iseion and it is eapaeiall,y provided that requeota 
in this r eaard will be 81 von the IICUJt liberal treatment. 'l'ba poss1-
bil1t1ee provided by thio practice ere beins token advantage of to 
the tulleat utent, witb tba result t hat tha country baa beel'l over­
run with purchaser• 1lho are bu;ying anythina and narytbina possible. 

In conj1111Ct1on witb and pertq u a result ot these Mthod.s, 
the llu.ia have iJiposed, in effect, forced loano . Whereas in 19)9, 
Duteh u.>orte trOll Genlall;r _.unted to :lS7 .6 llill1on guilclera and 
export& to ~ ...,..ted to 1)6.1 lll.llion pildere (an unla'fO:.... 
lhle Dutch balance of 22l. S lll.llion a:u1ldare) , by the end of 1940, 
the flow of tr~ na ahifted to such an extent that 1.4 billion 
gu1ldere in tbe Germao-Dut.ch cleerin& balance was accuaulated in 
Holland'• ta'fOr. Thio balance conat1tutao , in atf oct, a "loan• 
troa tbe Nether lands te 0e1'118ey. 

III. Etfocte of <lenuD Penetration on the Netherland&. 

' · Econoad.c . 

Structure of Econoo\y• .t.o w han described ebove, in tbe 
proceoo of riTIIIP1118 the Dutcb 

eoo~o or&aniNt101l to -t llaei req.nr-.nte, an 111tirely new 
t;,pe of ecotiOJIO' baa been planned. If tbe lfuio baTe tbe1r ...-q • the 
put orientatiOD of Netherlalda oc~ toward c inte.,.tiooal a.­
ltet md ita pollitiOD .. a B"&t llllritiu, .tin&oial and ~it.l 
J>CIIIIIr will have 81.,.. wq to a po111t1on of 1111 ep1.culturt.l cog in 

tba llu.i~I!Urop .. n eco~c organisation. 
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SUD<W'd ot L1!1Dc. Tile ..,.t, ~at. a~ affect of the 
IIUi penetration ot llol.laDd baa been the 

stan<W'd ot li'rin&• Before the 1nYAaion the Dutoh people njo,..d on 
ot the hi&Met attnd.arda ol 11Tin& in ~pe. Todq the ro::OO.uonaone 
o! that his)> atancW'd ban been Matrcyecl. In a Nbi dominated Euro­
pean ey8tea, Holland ' • eourc .. or wellth will to a large extent hue 
disappeared. Reor1eotat1on,in effect, .. ana reduction ot bar li'fi.D& 
standarda to that of a Cantril B\lropem ocrtcul.turll pro'rince. Re­
peatedlJ', the U........ ba'" atat.d that 0adjuat..nt• or the lie~ 
lands atand&r'd of li'fi.DB to that ol tba Cantril B\lropean COlDltriee 
wUl be the i.Dert table outco. of the propcaecl raori111tat1on. For 
oznple, Mither boer int41reat aDd dirtcWnd. inc- rrc. tora1cn ~st­
:enta nor boer incoeee at 'ng troa tba perto....nce ot ..-itt.. aarrtces 
wUl ID!f lonaer be tortbcOidllg, at laa.t. not in ID!fthin& like tbe1r 
to.-r propcrtiona. 

:r-diatal;r 1 the ettecta of tbe 0....... inftllion on tbe st.aDdarcl 
ot living are .,.t, cl.,.rl.T seen in tbe a}'8tem of conellq)tion reetric­
tiona wbich baa bMn doNcr1becl abo'"• and in tbe enoi"'IIua destruction 
ot houaee, bridgea, trllft8POl"tet1on facilitiea, tactor1ee , etc. caWied 
by the fn d~ ot war. The Metrw:>t1on ot large eectiona o! Rotter­
dam ie tha 110et outatandl.ng caple or the war dsllage. 

FlllldaMntallT 1 ot couree, the reaaona tor the draetio curtailment 
in living atandarda are to be found in the divare1on of prod:acti'fe ra­
aouroaa into war induatriaa -.1 of cone"""'tion goods into Clal"lii&D band.e. 
Ot the generll induatrial auppliea and .... •teriala, ~ill gooda, 
conatruction aat.riala, 110011 lUIIber, lli.Mrala ancl the -rr other prn­
dllCta wb1ch llollucl rJq bna bad on band at the tiM of the 1nftllion1 

only those portions - ....aiD in the colllltrJ which are being ueecl in 
0....... oontracta tor &coda to be utilised b7 bar in war effort and tboaa 
which are abeolut41ly neceaaary to cloeeeetic acODOIIic DMds • 

Tbe national eooDOaO' baa bean drained throuch the be&'f7 axpcrt ol 
goods to Clarlaaq againat Which there are no cCllll)lenaatorT 1Jip>rla. .t.. 
indicated in a prertou aeotioa, 'llhereae the lletbarlonds wu a bea'f7 
net Uport41r troa GaJWID!f bet ora the innaiCIII 1 aha 1a """' a nat expor­
ter to euch an extent ~ 1n DecMber lalrt. aha had a olaaring balanca 
in bar taYOr ol aoeee 1.4 billion pdldera. 

345 

To theaa t aotora there ....t be ~ oocupationll coate that ban 
now bean ua-o and wbicb aJDC"cl b)" far tba f01WU' .,biliaation coat&. 
&atiaatea pla.oe the 11.,.a,.r ot Garsall troope including the air force -
1D tb1a OOilDtJ"T .t. acan t>are be-D 500,000 eel 800,0001:.. .. ~:.!1'=• 
de not inclwt. the police eel par....uttal7 CJ"O"'" « c J-· 1 

• 
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tbe .::...~~~~~-art. ~ t.be J)reMDt. eo'-ld.o plif)lt of 
_,_ -poor ·~· 

The ""~ problea 1.11 tbe Wat.l>erlllldlo bad heeD .. riou. 1.11 

tbe t.brM or four ,....,.. precediJic t.be olltb...U: ot war, The part.1cu4r 

d1elocat1one • oa'OHd l>T the alx11't t.o out.ri«ht war eoo110117 1D tbe COllll­

t.riae D
41 &N>or1Dg to the Hat.herlmda • brouaht oouiclerabla difticultiae 

of un&llpl~ ill Holllllld. a... t.he s-ral IIObWsatiOD• llbioh upt 

400.000 - 1III(Wo - dUI'1Da the willtar ad 8priDg 1939/1940 did !lOt 

reline t.be -..pl~t a:1. tuatiOD atfaoti ftl;t. Br Fallr1lary 1940 be­

twen 2?S.ooo &114 )00.000 workara of the 8,? 111l.lion population ~ 

etill wi tllout joba. t'be occupation b7 the <laruna 1n 11q • 1940 1.11-

creaead the aoono.ic dialocatiOD& in the e<1U11tr7 • md added. the .,,.,... 

of daiiObWMCI aoldi.,.. to the arliT ot un.-.plo)"ed.. 

ll&1n:Q- baoauaa of the ura:anoy of labor ehortage in 0.~ • but 

also pertl7 for propagandistic ra....,.,.. the ~ authorities illitiated 

a large ra-e.pl01MIIt proar• tor Holland. Despite the thoueande of 

workue tr...aportacl elaawbera for war work• .._ric., repreeentatine 

have reportacl an un.plo,_.t ticure ot 210. 000 tor Oct.oher • 1940, 

The food. aituation baa been aggr&T&tad b,- the poor o~ for 

1940• 'lllll.oh ,-ialclad. )I)-SO per cent leae thaD thoee of 1939, Bxcept 

for apple• • tbe nptahla IIZid trv:it productioo did. not reach the 1939 

quantitiaa d.ua to adTeraa .. au..r conditione. I t 1e aat.iJiatad• .............. 

that Wllaea ~ turth.r d.OII'latea the e.xietiD& gra1.11 suppliea in the 

Nethetl..U• t.he anUable quant.itiu Mil ba aufticieot. ... w tbe II&Xt. 

h~~rYeet eaaaon. Tholljlb tbe racentq eetabliehed. trade comectioDS witb 

the llort.hern IIZid Baltic oolllltriae U1f allow a tri<lkla of additiODal 

ara:l.n :t.porte • no larp auppl1aa are t.o ba QP&Otad troa ... .,. .. aourcee 

beca- ot the priorit;T of Claruzo''e nMd.e. 

Dutch liYeatoclc had t.o ba reduced.• partq bacauee of tbe urpat 

t.ed.iata .....U tor ••t• partl;r baoauee of t.he lack of gra1.11 ad pro­

tein food.a. Hoe IIZid poultey atoclca nra raducecl b7 110re thaD SO per 

cant bee•- ot lack ot arliD taad and. !&ad ooncantratee. Tba baa 

created a aerioua •at aborlac• 1D the oOIIJitz7 • 

B. Pl>l1 tical 

It ha8 beaD \1Pieal for tba Wational-socialbtat.o •aa• • t.otal. 

war • 1D wtd.cb tbe political IIZid aoooomc l1nae ot ...UOD canoot ba 

eaparatacl. A abarl ran... of poll tical a1'1nta in the Hatherland.a a1nca 

the occupation ie. tberafore• illdiapenaabla t.o COIIPlata the picture; 

In tile political ep~~ere. the Oar .... haft eo tar prooaadad witb 

oautiOD. Tile appointeant. ot 5e1U-lllquart IIZid Fiacbboack, Ue Autr1al 

II &au • aa poll tical end &O(IIICGiic adlltiniatratora ind.icatad a IIOdarata 

courea, S.,.a-l..,quart tried. t.o reta:l.ll aa IIIICh ot t.he local oi..U 

Regraded Uclassified



- 21-

adldnistration .. poaaible in orcler to win tba . fa..-or of the po~ation. 
'llhare repliDeMDte wre- nec:eaaary, the Netherlancle Nuia 'ftl"8 generally 
preferred. The Sociellet part:r forMrq C<*!lriaiJ!g be-., 1/4 zd 2/~ 
ot the Klectorate, ....., pl.-.tllllder Roat ..., Tonn1gen, a ....U-lmom laa­
dar of the ll.therland.a llasi...-T-.t. He was alao .cbuged With tho aate­
gucrd1ng of the propertiea of the .......,. Socialist worlalra 1 institutions. 
HOnver, on Sept811ber 21, the Socialist party was die solved outright. 

1)1 the right wing, an lll&lcaution of al. perties under the loade~ 
ship of Dr. Colijn, the foraer prlllllier, toolc place. llbile initialq 
read7 to oooperate With the llallis under a proc:r• of .onarctv' Witb re­

atriction of d_,.,.-atic r1gltta, the grcup finalq broke otr relations With 

Seyas- Inquart becauee of hie exceaain c!M•nda. 'l'be llederland.acbe tln1e is 
a n"" Catholic .,.,._,t baaed on en authoritarian program along the linea 
of c corporate ateta. Ita influence outaide of a circle of Catholic 
intellectual& 11 doubtful but cannot be ueeeeed at preeent. It ahoul4 
be reaemberad, howe'Yllr, that onq about 1/3 of the Dutch population ie 
of Catholic faith. 

'1'be Fuciat CJ'O\lP& are split an<! - to be out of popular fuor. 
The largest group, the National-Sooialiat llo-t under ~aart, was 

colct,.shoulclered. by the V.nu1ne et first tbouab it bad bean in alaee co­
operation With the German Nazie long before tbe war. On Sept.uber 16, 
the lluasert-Ouer<l, a natiTI etol'll troopers 1 IIOY.....,t wu d1eaolved and 
repl.ace4 by the O.run-~ed. lled.arlandecbe ss, •a aiater organir.ation of 
the Oerun ss.• The cirll adldnistration of the Netharlancle, bowenr, 
has recentq bean e~7 infiltrated with Q~~~Pathisers of tha ~ 
lancle llational-Socialists. 

Other emall. groupe 111 th more or less pro-Geman and pro-Nasi 
sympathies are at praunt encouraged. by Seyee- Inquart, obviouely in the 
hope of Winnin& the tawr of Wi<lar circlee of the Netherlande population, 
wld.ch at preaant s- to retuea anr sort of active cooperation. 

The llasi Kultur propqanda bas been epraad actinly tro• the first 

day of occupation. Libraries nre carefulq cleanse<! of all undesirable 
reading ... tter) nnspapera, radio and lecture-helle han been freely used 
to influence the Nethe~lan4e population in faYor ot National Socialist 

principles . 

The llasie h..,.. freal7 uead. their terrorietic •tbod.a in lloll&d• 
for alleged eote qe1Dst O.run national& in the Jletberlcd.a Bast D>­

diea , a n,..r of boetac•• ...ra arreatad. in the lletberlan<la. Ant1-llasi 
demonstrations wra Tinlentq euppressed. Lbteninl to Engliab broad­

cute is strictly prohibited end hearlq tine<!. 

Yet, ae rec&Dt occurTdC•• .s.ooatrate, the !lui propqancla bee tar 
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111'f1Ca of ~ 

I IIK:ala 

!:r<;8 .-aooodd 1a ~ tile ...,or1t7 ot the Dlltoh JIOp\llatl.OG. ror 
""'""a, 011 111n1t 1, 1941, u. a.- lll.l1Wz7 aatborit.Ua taecl u. alv 
ot ~ 1' _,,,. plld...,, u • l*laltT tor •dUo• dar•" ~ 

34.8 

1M ~011. !line dq8 later el&bten flolh""en..,.. -· 1 to 
cloatb aad ~ ot11en _.. -'eacecl to .,... uol a halt to - :reen• 
!4?r1-t by • a.r.. oovt ...Ual. !be IIDCWied ..... clw-pcl with be­

lll& leaden ot a II'O'UP 1lbo .,.lpd 1a eote of eabotege and terrori• aclll.aet 

t.M Clel'UII Anv' eel tile '"lr euppl;r Mll"rioe and wo clicl eepiooac• work. 

st,epa he" ~ tel<a r~ to pl.ce tile olt.iee of .Aouterclu, JIUnn•, 
an4 Zomda __. tile cuar<!l&Dehlp ot Oo•• t er-leei-ra wbo will 

eot ill tile pl- ot out.cl "''JJ" &Del al~. 

~ aca111at tbe .1-. ere beca.iDc iDcreuinw RriJ~ceat. In 
late Febn&r71 it ie report;ecl that_,. talc& by the •t~aerlllld 
National Sooialie\ p&rV ac&iDet the Jeeieb 1Ahabit&Dte of Auterda oa~ 

sed elaabM. '!'be Jwa, it 1e eeid, wre clefeDdiod by IIRbarl•clo worl<ere 

an4 ~atbet1o etrlbe 'brollle o'llt e.oac pablio tiiiPloJepe. <» lfarcb l, 

the poU.C. orMtM a llld1enl cJietto 1a Rotterda &Del oerteill reeort 
o1t.1.,./ tile Xaei otticiale ba.,. boaeted1ere ".otirel;r tree ot ,.,.. •• 

118centq aleo tile Go.ruD autbori t.i.. baYe clecreecl o-.pW.eo17 state 
aanice tor llett.rl&Dclere acl baYe drafted uey cit.i...,. to clo guard 

duty o'f81' a. .... ~.nq ·~·te to pre-..nt tbeir clef-t by routba. 
'forlcere aq he prneuted rro. ch•lia& jobe by tile •- clecree. 

lbetller 1a u. aer- pl&De tor a Mve Order the letllerlaclo w1ll 

becoM a ..,... pro-ri.Dce ot Qreater ~ or ., illdepadellt YU8al.....t&te 

within tile tr-awl< of a !lew Order ciiMOt he pNdicted. lroll tile ~t 
ot 'f'i- ot III.Ut.ar,r &Del political etabilitT, • ee.1-111.-pelldellt ?Ue .... -

atate w1ll be -t apecllent. rroa the po1Dt of Yiaw of r..tlcal eooooa1.o 
exploitation the torMr .., he the .,,.. teaalble eolut1oo. At tile pre­

aant e\aca, e~a~~b CODSicleratione - pvel.r oQIIjeotaral. 
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TRI!ASURY DEPARTMENT 

TO liD' • WhS.te 

r AOM llr. (1&88 

1Jbdar cSata <d JlarOh 10, 1941, liD'. DcGal4 a. !Ieeth, J'irst 
S.Oret&r7 <d ta. u.s. ~·qat Berlin, baa wrltt• a~ 
poiJlt.d -IT ot tha pre-t accooaSo poait.ioD 1a ~. 
Perb&pe ta. ..,.., trt.rs.II:1Dg orta~• 1a bU _.,. ara U.. 
fol.l~Jor1A~t 

1. • ••• thaN b DO iadiaatioo> daf.bla b t l6l;f dtal 
w.De• 1D UIT part ot tile _, o •oldAa 1l1ll 
cloeft1Dp 4'ar1.mir t.hi• ;r.ar •••• 

2. • .. . 11il.it&r7 apendlturaa 0011t1DIIe t.o 1Do,..... •• 

3. • ••• t1w ~~ popal.at.ion, ........,.., their old 
olot.haa, -t. be aa.1d u ,.t t.o be nt:ters.a. 
pdftt.~.· 

4. • ••• worken' ed ~~ _,...baa DOt. ,.t. be-. 
a problAL• 

349 
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~larch 31, l9U 

!ba laora\&1'7 of State praoonte h1o o011pllloenh to 

tha Konorahla tha Saoretary of tbo 'l'reuUl'7 and tranoaito 

a aaaoranc1ua for 'l'rearc11'7 tr011 llr. Doaal4 I. Baath, ~irot 

Soorotu7 of tho .t.Mriun llo'buq at !arlin, 4ato4 llucb 10, 

lnoloourot 

Kaaor&D4aa, 
Karch 10. 
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UlriKD SUDS CJI AIIIIU<:l 

JorUo, Ilardi 10, 1911. 

351 

1'ho aoratoriua oo ocooo•ic I.DtonaUoo i.n Oon&DJ 1o beinc drae ciooor 
and cloou. 1 aa1ot ain eootacto 1n tho Rol chtbaok, tho :&con011tc 
lllnietr., and the leooom1c Section of tho Jorotco Ofrtce but, 811 aight 
be expected, tbeir co-oto are procreu1ft}Jt fewer. !be llolchtbe.nlc 
contiJN.8e to ptblhh 1h etateMnh &114 the 'rreuU17 t ho aootb}J 4obt 
fleW'•• ud quarter}J tu returne. 'rboeo plo1n}Jt &hew tbet con,.,.,.nt 
ozpondi turoe, that le to eq, alll t...,. ozpondi turot coot !..au to tncrouo. 
'rho 11cur .. do DOt \ell tho whole otor., elnco INcll of the coot of t he 
aalntonaoce of o......, anoe ud a part of tho prod\ICUoc of all lt...,. oqui,_ 
Mnt h 'bolq bone 'Qy tho coWitrieo Wider occupation. 

!be ouppl.Jt of &OC4e a....Uablo for chlllan ueo 1e etoadi}Jt dillinioh-
tnc, but tho ciTili&ll population, YOarin& their old clotbee, cr.nnot be 
e&id •• :yet to be outfering pri'ration. 'rbore hu been no recent reducttoo 
in ratione bu.t I ""' ill!ol'liiGd on oxcollont autbor1tiY thet it h ftt;y pro­
bable that 'Qy t ho end of DOxt ,,.,...r, porhapo n on b,y July , tho ratione 
of ... at and fate will autfer ooae reduction. Thoro are lndicaUooo of 
incroaeod otrain in tho oupp}J of ouontial ru material• and in t ho 
tranoportaUon a;yetoa, and with tho continued oxpontion of tho ~ tbe 
problem of lobor euppl.Jt h eteadi}J 1ntont1fY1nc. lllftrtholooo there It 
no 111d1cat1on Ylaiblo that aey Yital weaialoeo in aey part of thO oconooic 
aachlM will dnolop clu.ring tbia :yoar, alth"""' •teo• of futuro dtal 
woalalou oo _.well boe..O apparent, dotplto offorte at concoal.Mnt, clu.rlDC 
tho DO%\ fn aontbe. J.n nontual and pou1bl'1 Yital tuturo •ealm••• h tho 
fat ehortaco an4 YOll illfor.ed 10urcu heft rocent}J quit o plelnl7 1ntla&t·tl1 
that &11'1 real oolution of tho tat probl .. 1e lapooaiblo. A tocond woalr:Dooo 
1e, of ooureo, 111 tho -ttor of oil and potroloua productt. A -bor of 
Coortnc' 1 or p111laUon 111dicatod to M that Irek oil production waa a eubJoct 

of • tu4;r ud loncinc· 

0..0 of tho aoot taportant oconoo1c factoro to thlt of tho aoral•. of 
tho wororo. Apart rr .. a rolat1nl'1 fn loc&ltt1oo, 111 Col'II&Qf and froa • 
iA014ooto of aabotace in occuplod coWitr1oo , worltuo and cirlllf' :~ 
bu DOt vot boon a -obloa . IIOYOrthtlUo tho poUntial dangere ni• I :~-

• r ali d 'Qy tbe author1t1oe ao w ,,.,, • .,.. 
f1d4 are apparently thoro~ ro •• ~ d tho Loy pian for lobor and 
opoto of epoochoe to concrept!:noda~!dw;:br:.;' 2~) . 'rho•• plant ban not 
ooc1al refo .. (ooo rq -•rand till the oubJoct of o"9P"dtion 'Qy tho 
Jet bolo a pproncl 'Qy Hitler aDd are I uottion of ciYUlnn aoralo 
aajorit7 of tho 111Diotr1oe of the ~~~ lalfbo-!ductton bolt ao repr4o tbe 
1o oot Ofll7 taportut ao re&arcl• tn...... r .-
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·-\11 ,_,~,.~ .. ,, ."!'* ... lealac .. ,..s .. ••V.l ..-. u ... 5 
ua ,,..,... ,... .. - - M\ -11 \a \be ~\lea fer rielaUOCI 
of prloa .U ra\loalal _. •• _ .. loa\ alae \a \loa laa\a tiadpUM uA 
.oral• of \be -iDe JUlia. !lila U.e1p11M uA IIOftla, •u. a\W ..... 
..... rlal~ ...... "'"'" .... lac u.. ,.. ... - • balt of ..... .... h --
.or• Ulld\ \~ la f ....... e\llar •-1\laa aa4 aa ntant, U aa 
)'at DOt 4allpi'OU , illanua Of &)IJIHUIIalOD U to the f'lltUU ~lAc J)Oftl' 

of "" ,....1<. ISeoart - Floe racvJ,aUou , wbloh will 'lie M4e tba a'bJao\ 
of a later ~ an \lloaclll \o 'lie 110\ o11]J .., aU-.pt to !'""lit 
tha ncuna11oa of lDflaU"" ltaelf lll:lt &loo a11 ottort to naoouro t'ba :pu.'bllo 
a11d pr..,ant a11 WlaUOUJ1 Noholog arloiftc. 

lllii!IU: 

(otc~~el) lloolald 11. lleath, 

Dollall J.. lleatb, 
J'lnt Sacratar)' of •'baol)' 

Appr ... dl 

(•"""'') LalaM llorrh 

Lalaod llorria 
Char .. d'Affalrao a4 1ntorla 
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~ DiiPARTI lhT 

linD OFF I CCIRRRIC r11111 

TO Jlr • Wh1 to 

,..,.. llr. Qua 

Mft .lpr1l 7 , 1941 

Subjeett Jlr, A. Lo•8dAI:Y' a study of Germm war finance. 

Oft llarcb )l, 1941, l!r. Pinllent Milt llr. lb1.te a copy of a _,_. 
rmdwl entitled Genm w.r F1JWIC& 1'urniebed. by llr. A. LoYedq of 
the Le~ of llaU.oaa Jconold.c Section. ' 

Spacialiata in Gexwan econood.c affairs w1ll not. find this­
randua c:liat.iJI&uiabeci for ln'f no'l8lt7 in the facta or profunc:lit;yin 
anal.Jaia. !!owenr, it !! an intelligent brief ata~nt. of tbe ques­
tion, which abould be of considerable u.se to 1..,_,. Cert~ it 
COIIParea Yery faYOrabl;y with the treate.>t ot the e- question by Dr. 
Lorwin, whl.eb wu reoentl;y translllitted to the ~a&W'T by Preeident 
Roosenlt N1d renewed in our 118110randllll of April J, 1941· 

The toUowiog are some pointe which Ur . Lo'taclq'a memorandulll 

malcea and which are worth re...-pbuizin&t 

l , TbeN 1a nothing buically novel in Genu.n •tboc\B of war fin­
ance. 'llhat era noYal in tbe Genoan war econOJq are the senri ty aiid"" 
etteoth-aa with Wbicb non-financial control• are used to reatroin 
ciYilian ~on and no;;:tliiltlll'J invnt..>t.. 

2 , A fabe idea wq be auggeetad ""*> Ga.-. war expencll.turea era 
cCilll)ared with tba aar-on national 1.ncoM otherwiae t.b& tor tbe purpoaa 
of 1nd1cat1n& tbe rougb order ot JM&Ditude inoolY&d. Apart tr<a tbe 
fact that a lara& part of Genoan war expencll.turea era ~me by tbe 
occupied. ......., , not all Qanl8ll war ...,dituraa are out of current in­
c~. Dr. Sotmdt, ecOPOIIiat ot tba Deutocba Bank, eatillatad that 
some 12 billion urlca ot tba 1940 war expend:!. turea were coYer&d 'bT tbe 

depletion and dapraoiat1on of capital. 

) , Tba Ganuma have attain&d ...n- -thneaa in tbe1r gonm­
JDent borrowing by not baYing m;r special notation datea at all. All 
Reich aaourit1•• are cont1Duoual;1 anUable to bl1f'lra . The 15 yeara 
)t percent 1aaue, tor the general public, 1a aold aY&rY dq by tbe 
regular banl<o. JnaU. tutional eaTer& are required to put their reaerna 
raciJl,.arl;r into tbe 27 JUT 4 paroant liquidity loans . TreUUTY billa 
are alwqe •on tep• to banka md other f1.riU wbiob wiab to hold liquid 

uaata in abort-tara~· 
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JT 

Secretary of State , 

We.shington. 

1365 , seventh 

FOR TREASURY, 

PLAIN 

LONDON 

Dated April 7, ~941 

Reo ' d 1.2: 55 p.m. 

365 

British Treasury has issued an amendment to 

Regulation 5B ( effecting paymcnte for exports) which 

seeks to ensure that United Kingdom exports shall not be 

held abroad by the seller as a means of evading the 

provision of foreign exchange for the Bri tish Treae·;ry 

and also to prevent evasion by fictitious sal e. Procee6-

ings will not b£ t akEn for six months and exemptions 

covering previous permiss ions and delays 1n salE not 

CP.Ulled by the exporter will safeguard the normal flow 

Of bUB iOESSo 

WINANT 

RPD 
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s~or~tary of State, 

'lub.ington. 

l:s?•, acnnth. 

FOR 'fRU.StJRY. 

L- 366 ., 

DaW4 APril ? , 1941 

Jkold •: 35 P.mo 

Sir llng&1Ey Wood pr~acntcd hie second ~t to the 

Houee of Oo11111ona this afternoon in a epucb ckaling rather 

more bri~fly than is customary with the details of the 

put year's cxp.:nditure but covering at eomo: length th~ 

pncral prob1cm of control of inflation from various 

angus, of wbicb th~L' budgetary angu •aa only onE. Th~ 

hand of le.yno:a waa evident but though a do:gru of forced 

saving is to be graf"~d onto the inoo:zu: ta1 no ro:fuenc~ 

to thia tum was lll8.dc or to th~ ai1111arUy of tho: 

•uure to any ac~ previously propoud. 

f~ Clb&Dodlor of th~ Exobcqun O~Md hie apucb 'b7 

stat~ tb:.t Britain had trpt her fin8Dcial front acr.md 

and instanoed the ra~ of interest at which the 

Qonr~nt ia abu to borrow and in~nds to oont1n'll1' to 

bolTOII , and int~nda to oonttm. to borrow, comparing it 

with 
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with r ates paid 1n th,. last war . ror r.XU~Plc 1n July 1918 

the rate for cv.:n Tnaaury billa naobcd 6 po:rocnt while 

t he abort-term rate of intEr~tat today ia 1-1/8 per cent 

or l ower and the grcaa or average ooat of borrowing ia 

but 3-1/2 percent or lower and thE groaa or average coat 

of borrowing ia but 3-1/2 po:rornt •and we have no 

intEntion of borrowing on worsE terms•. 

In revi ning thE total eXPenditure for thE past year 

of • 3 , 884 million, (including • 17 million to sinking 

funds) Si r Kingalcy Wood pointed out that this figure 

included purobaaes abroad which wcr~t not inflationary 1n 

cff~tot and 1noludcd not only purohases in the United 

States but also t hose made in thE Dominions against whioh 

aterling bal ances bad accumulatEd. He therefore gave a 

figure for •domestic exPEnditure• which he stated should 

be the figure t a.k:E n in any considerat ion of t hE ao-oallo:d 

inflationary gap, This figure for the first year of the 

war be gavo: as .a,055 million and for the first half of 

the second year of war at the annual rate of fl3,190 millillll 

As in his pr evious budget apttcb ht dtlivtrtd a lucid 

exposition of thE funct i on of the budgEt in holdi ng down 

consumption as well as in collecting r£vtnut and poi nted 

out that there can b t no s i ngle approach to total war econ­

omy, Beginning by sta"ing that bt did not stt any evidence 

up 
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-~ 1374, Apri l 7 , 1941, troa London 

up to tht orcscnt ot an unhealthy inrlationary price 

rise he enumerated the Government 's various measures to 

control consumption spending, namely, price control, raw 

material control, thE limitation or supplies of consumption 

goods , thE concentration or production and thE Exchequer 

subaidi£8 paid to stabilize food priers which arc now costin 

thE Exeohequcr at the rate or ~00 million a year, Ht 

announced that he is allowing for a margin ot apcnditurc 

so that this principle or subsidiEs tor thE stabilization 

of pricEs can be extendEd to essential products other than 

foods, to fuels , to shipping coats ond probably also to 

rail fares and charges , the object being to keEp the cost of 

living lndex figurE , except for 8 tnsonel variati ons, clos e 

to its pres ent rate of 125 to 130 percent of thE prc-wor 

level . He regarded this dEcision as en important dcvclopme 

or policy, the purpose of which ia to Endeavor to hold thE 

wages situation wher E i t is. 

In presenting his budget t wtimatca for total cxpcndtur t 

he stated that his total figure would cxcludt the value of 

products becoming avcllablt undEr the tcasc- and-Ltnd Act 

as wtll as payments to the United States under exi sting orde 

eo that the total is not comparable with the total rigure8 

ot the year just ended which were given i n thE Embassy ' s 

no. 1262 or April 1 . Though he gave no estimate of the 

value 
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D£S 
-4- 1374, April 7 , 1941, fro~ London 

valuE of the products thus falling ou~de the budget he 

stated that if added to his budgEt fi~~ES the total would 

run to far beyond the e5 ; 000 mil l ion whi ch had been s ugges t• 

as the total expenditurE figure for thE year in various 

publ i shEd forecasts , His csttmated fi gure for total expen­

diture apart from those items was b4,207 million which 

included b272 million for interest and management of the 

national debt and other consolidated fund services, b435 

million for civil votes and b3 , 500 million for thE votes 

of credit which go to meet strictly war expenditure. Of 

this he put his fi gurE for "domestic expenditure" at 

b3, 700 million . 

Taking this f i gurE of domestic expenditure ss the 

significant figure which must be coverEd i t inflation ia 

to be avoided, be cs tlmstcd that to meet i t rrvcnue on the 

present basis of taxat l on would yi eld bl,636 million, 

Savings which brought in bl ,335 mi llion (from w~ich pcrhaps 

should bt deducted £210 million of Oovernmcnt loans repaid 

during the year) had shown a remarkable increase from a 

we t1<ly avcracc of b21. 6 million in tht :t' i rst 52 Ylt t1<s of 

the savings canpaign to b30 . 4 million pEr wEelc in the 

subsequent 19 weeks . HE expects an increas e in the present 

fiscal year of between b200 and D300 million over the preatr 

rate or savings which is running at about bl600 mill i on. 

This 
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DES 
- 5- 1374 , April 7 , 1941, from London 

This ltovcs o gap to bt met from lncrcostd t~otlon of 

something l i kE B250 mi lli on a year , if the budget is to 

fulfill its funct i on of preventing the flood of purchasing 

power from breaking through the dom of pri ce and other 

controls . 

Ri s t ax chsngcs a r t few in number . RE proposes to 

rtptol o duty established in on oct of 1802 on certain 

medicines from whi ch ht will lost c640 , 000 tn the f i rst 

year and ~40,000 l n the full year , This was the only 

change ln customs and exc ise dut i es though lncrcoscs ln 

tobacoo a nd othEr duties had been widely ~pccted . 

Ctrtoin changEs ar c to bE made 

1 . The tr eatment of borrowed capital and pr ofits 

orisi nc from wasting assets and other matters in thE t~ccss 

prof i ts t sx . ThEsE ar c modifications to eliminate injustlc l 

which ht poi nted out btcoont particularly important when the 

rate of excess profi ts duty is 100 percent . In spi t£ of muc 

agitation for a reduction ln the rotc of ~cess proflt3 duty 

the ground that a r a te of 100 percent removes thE sti mulus 

to enterpris E and di scourages efforts to ke ep down costs , 

the Chancellor of the E~ohequcr stated h£ could not reduce 

the excess profi ts duty . However he proposed to treat 20 

percent of thE net amount of excess profits duty pa i d by 

every concern (after deduct i ng ony rtpoycent on account of 

dtficltnclu 
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d.l1'lo1enc1n) ns o cred.lt to be refunded. to the t'U<'Onytl' 

nfter the W'ir . This concession obvlo\usly very largely 

meEts both the arguments tor n reduction ln the rate, It 

may be as well to point out howEv cr that by this means 

the Chanc ellor of the ExchequEr l s treating as revenue 

the total ytild from excess profits duty wbereos 20 percent 

of this revenue wlll constitute o post-wor liability. The 

mood. of thE House nas indicnt.d by the laughter t~t grectc~ 

his warning th~t income tax would be pnyoblc on these 

repayments since they would be regarded as treding receipts 

None of the above changes in taxes i s calculated to 

product lncrcsscd revenuE . To find the increased funds 

needed he proposes two major changes ln income tax. Firs •·r 

thE lnCrERSE from 85 . 60. in the pound to lOS . in thE pound 

or the standard r ate of income tax, YJhllc also increasi ng 

by 1S . 6D. from SS . to 6S. 60. ln the pound the tax payable ' 

the tlrst &165 of an indlviduo~s taxable income. Secondly 

h e proposes to r educt the rel ief for corned income fro~ 

one atxth of such lncomt (wlth o caxswnw ollCWQncc of ~50) 
to one tenth of such income ( ~lth o nnx tauo ollownnct of 
LlSO) . Tbt personal ollowonct or morritd persons is to be 

r educ~d trom Ll70 to b140 and for slnglt pcrsons from b!OO 

t o LBO ond the txenptton llmlt ls reduced from Ll20 to Ll!O. 

The devic e of "forced sovlngs" (though this tem wns 

not mentioned) is i ntroduced by t h e tr eotoent of the 

t oxotlon ••hicb is oddcd by the reductions ln allon<~nces 

t9rned) 

Regraded Uclassified



- 7- 1374, April 7 , 1941 rr~ London 

(c~rncd inoo~c ond personal) as a credit to be mnde 

avoilnblt to tach taxpayrr arter the war in such mnnntr 
may 

os Pnrliamcnt/dtttrmint • 

T!DE reductions in personal allownncte and corned 

income .,llowsncts hE stated would bring two rn11Hon new 

ttlxpnycrs lnto the incant tax oloaa and "ould incrc•st tht 

tox cspcc1olly of those in the lower inctt:~c tax groups. The 

amount of additional rcvtnuc est1rn~ttd to come from these 

reductions in allononcts in the coming year is 1154 million 

end 1n n full year hl25 million. This figure however cannot 

be taken cs the measure of the amount of forcEd sgvings 

btocust the rE is to be a limit of 1>65 ,,.,lch mny oe treated 

os o credit to. be paid at the tnd of the nor to any one 

t'xpcyer . Th£ forotd savings measure is therefore on c 

seal£ very much smsller t~~n that contained in Keynes• 

published proposnls• It is however a wedge which m~y well 

be driven further tn the future . The Chnn.ctllor of the 

Exchequer stated t.,; d i d not cxpect this incrtssed income trx 

to result in a reduction in voluntary s9ving. Indeed ht 

pointed out that perhaps by being given a nest tgg in the 

form of this credit the taxpayer might be tncouroged to 

save st 111 further ~;o mnlH o fund on "hlch to !'!Ill baok 

in the difficult times that fllll tolloVI the tcrminatton of 

hostilities• 
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- 8- 1374, Aprll 7 , 1941 trom London 

From the lncrcnsc t n the standard r ate and earned 

rate of income tax he expected e96 mi llion this year ond 

~25 mll l ton in the full year, The t otal revenue from 

!noomc tnx is estimated at D756 mi llion. Tbt s as in the 

oasc of excess profits tax i ncludes a certain amount which 

will consti tute o post- war liabi l i ty. 

With a total from revenue of Dl,786 million bolonced 

against e4 , 207 million of total expenditure, the excess 

of expendi t ure over revenue in the final balance shut is 

D2,420 mi llion to be met by borrowing . 

ThU budget speech like its predecessor of last July 

sets out clearly the economic function of war- t ime fiscal 

policy, but t h1 s tim£ the rccogni tion of thE nEEd to o ombt. 

inflation boldl y ls coupled with action to tltlt end, Fore t 

savlr~ , denounced ln principle by Simon i n Apri l 1940, and 

l.gnorcd by Kingsley Wood in July, is now i ntr oduced, though 

not by name . 

\'II II AliT 

HPD 
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uma•a•iAMY. 

P.t:RSOHAL 
AND SECRET 

WAIIIIIICITOII , D.C. 

April 7th, 1941. 

Dear Mr . Secretary , 

I enclose herein for your 

personal and secret information a copy 

or the latest reports recei ved from 

London on the military situat ion. 

Believe mo , 

Dear r.tr. Secrotaey, 

Very sincerely yours , 

The Honourable 

Henly Yorgentnau, Jr., 

United States Treasury, 

Washington, D. c. 
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.... , 
To'-1 of al.oa aiUpa - • torpedoed 1o 

eoDftJ wh10b I CIIIC att.lUI U l •• aaoorUna . 

Wa.-1 forooa on ~~ A, r1l dallYored 

ral ntoroezon t of a lrot a ! t t o Jalta, 

a , 111'1UIIh a~l.o• 1D o a ntroal e41tel'l'IU>eu 

a t tecJio4 00\l\b- bo ... d 001190)' 011 

toP~-· J.nto a .ooo ton 8blp and one lll to 6 .000 

t on ebJ.p . 
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de., on ~ 111 •11•• aaat ot For t 
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1D .t ... t a outb ~ Ja dda, tha .. aubo~u ... ur aooborad 

• .., ••re abandoned 11 . u •• a outb ot Jodda . Clo.l.J a 
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•• IIILitAg I USIA. 

Oil AJ,.r 1l 2nd anaoq \ a nlro tbl'oat anad t11a tlanlt 
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to a x- :1& •1la a to tb o nor\baaa t. Later Olll' arao••rt..S 
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ad.-noa 011 Beapa1. •.r u l!rd o 111 taoa ot da\«IW1n•I>Ol 

ad,.,oa b7 aboN I talia n and Ooball t orc:u our 

lJ.cJ~t oon r1111 4atoobaMDta wra wa bda- ~ 
a oocaotraUo11 • rea a, ana-\1111 ... npd. 1D \ba1r 

wUhdl'aw.l our t roop• 1ntll o ted oonaldarebla c.--

uoalUaa OD .. 11araoG>al - 1D raalta. 
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SI'ruATION REPORT 

I . \/estern Theater of ',/ar. 

Airr No important. activity. 

n. Balkan Theater of :far. 

378 

lt.l.D. , ;J. D. 
AprU 7, 19ltl 
12:00 ll. 

GreW><!: Hoatuit.ies between Germany and Itsly on tha ons 
hand azx1 Greece and Yll;lOSlavia on tha other opened at S::CO A.ll., 
April 6, 191.1. 

Bulgaria and Hungary are, aa yat, not. participa­
ting ill the aU1 tary operations. 

Turkish sources state that a Gei'I!IIIO advance !rca 
Petrich at the extrane soutlnrestem tip ot Bul!&ria westward toward 
the Vardar Valley of llacedcnia is in progreaa. 

Another German column hna crossed the Greel< !ron­
tier in and on both sides of the Struma Valley. The Athens communi­
que ot AprU 7, 1941, states that one ot its forts in this region has 
fallen to the Germans. 

Another German column is reported by Bri tiah sources 
to be advancing from southern Bulgaria toward the Aegean Sea, appar­
ently tor the purpose of separating Greece from Turkey . The head of 
this column is stated to have reached a point the evening of April 6, 
1941, to the north of X&nthe. 

'!'here are no reports of German land operations ill 
any part of Yugoslavia other than in ll$cedonia. 

Albania . Patrol and artillery action reported. 
Air: Axis . Close support at the llacedonian operations. 

Belgr..Se, Sjillt,lbstar, Ljubljaroa and Cattarc were also bod>ed. 

Allies. Budapest <&porta a raid over HUngarian terri-
tory. 

III. l.lediterranean and Ah-1can Thaatera at 1'/ar. 

Ground: Eritrea. The nain read block on the Asmara-llaasawa 
Road having been cleared, the British advance on IJassawa hna been re­
awaed. 

Abyssinia (Ethiopia) . British advance el-nts 
reached Addis Ababa April 5, 1941. Italian forces are reported to have 
ned to the north. British troops 1110ving south are llOif beyond Adowa. 
Tbe ieolated Italian forces in East Africa aro no longer believed capa­
ble of any strong resistance. 

Libya. Br1ti.eh forces in Libya have again !allen 
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back b.tore etrona German and Italian attacb. It 1.8 belinecl that 
a battle bordering on •Jor proportiona 11&8 hken place in the area 
east ot Benghazi, and a further Britbh withdr-.1, poeeibl.T u tar 
as the Ejyptian border, 1a to be expected. 

Note: Thia military situation report ie 1aoll8d by t he ld.l1taey In­
'teiiigence Division, General Sta!t. In view of th<l occuion&l in­
clusion ot political Wonootion and ot opinion it is clasaitied u 
Restricted. 

RESn!ICTED 

-2-
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