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Qalte4 Statea S&TlDCI Joo4a 
c_,artaoa of J>raoan\ Plea wHh Plllll for Ka4uca4 tataraa4lata T1el4a 

.. '-of IIM...,vu on ftlu. Tt al4 4urtac porto4 bold n:~4.!"rlAC ~~a ... 
- 1- 1'\M for 1'\aa for Pl-. for 
---.1 

pertMa J>raoent ra4ucll4 J>raMB\ rod-a J>ra-\ ra4ace4 
pl .... tnta raed1nta pl ... I.Dtaraedtata :plaa I.Dtaraediata 

bo14 71•141 :rtal4a 71•141 

0 $75.00 t 75·00 .~ .oo< 2.90< 2·~ 

1 7'5·00 '15·00 .oo .oo 3·05 3·05 
2 76.oo '15·50 1·33 .67 3·01 3·15 

~ n.oo 76.00 1.76 .a 3·10 3·~ 
71. 00 76·50 1.97 ·99 3·13 3·31 

5 19.00 11·00 2.0'} 1.06 3·17 3·52 

6 so.oo 711.00 2.16 1.~ 3·21 3· 511 
1 11.00 19·00 2.21 1. 3·27 3·66 
II 12.00 10.00 2.2~ 1.62 ,..~~ 3·75 
9 :z·oo 11.00 2.26 1. 72 3·~ ~·111 

10 .oo 12.00 2.211 1· 19 3· 52 .01 

11 15·00 2·00 2.29 1.115 ,.611 ~.111 

12 116.00 .oo 2.29 1·90 ~·11 ~.Ill 

~~ 17.00 15·00 2.)0 },CJJ .02 4.'/0 
IIS.oo 116.00 2.30 1·9' ~.31 5·09 

15 go.oo 117·50 2.45 2.07 ~.26 5· 111 

16 92.()() sg.oo 2.57 2.15 4.21 5·91 
17 94.00 91.()() 2.67 2.29 4.17 6-39 
111 96.00 9}.00 2.76 2.4o 4.12 7·39 
19 911-00 95-00 2.114 2-50 4.os 10.53 
20 100.00 1()().()() 2.90 2.90 - -
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~· f UnUe4 hat .. lkl•iJII• Bonb 
COIIparhon of Propoae4 2 M4 2i Peroent ~reo1aUon Plana 

..... of 
Ra4e~~pUon ftlue Y1el4 4urlne pal'1o4 bal4 

Y1el4 4ul'1.ng ~I' 
II I~ I •l of lo-Ja&l" pel'1o4 
~-14 ~plan $plan ~plan $ plan ~plan $plan 

0 182.00 ISQ. OO .~ .~ 1.99~ 2.24~ 

1 82. 00 so.oo .oo .oo 2.10 2.~6 
2 82. 20 so.~ .24 · 25 2·19 2· 7 
l 82.11o so. ·3~ ·33 2·e9 2·~ 82.6o so.so :~ .:~ 2·40 2· 
5 83.00 81.20 2· 50 2.80 

' :l·llo 81 .80 :~ · 71f. 2.61 2.89 

I .00 82.llo .85 2. 70 ~.00 ~.6o :l· 20 .78 ·94 2.81 ·09 

' ~.Ito ·20 .9() 1.11f. 2·89 3·15 
10 . 20 85 .20 1.00 1.26 2.99 3·23 

11 87.20 86. 20 1.12 1.~ 3·0l 3·ij 12 88.20 87 .20 1.22 1. 3·1 3· n 89·20 88.1i0 1.~ 1.~ 3· e9 3·~5 9Q.IIo 89.80 1. 1. 6 3·~ 3· 2 
15 91.6o 91. 20 1.~ l. 75 3· 3· 72 

16 9a·oo 9[·60 1.~ 1 . 8~ J.66 ~.s8 
17 9 .lio 9 .20 1. 6 1.9a J.gs .02 
1!! 96.00 96.00 1.76 2.0 4.1?. 4.12 
19 97. !!0 97. !!0 1.!!6 2·1~ 4.50 4. <;0 
20 100.00 100.00 1.99 2·2 - -

T .. a~ Dep artaent , D~•~a~on o t Reaearoh and 8tat1at1oa . 
Regraded Uclassified



Oatt.ed S~A'···-s.,~ hade 
Ca.:pA.rt • oa of PH••"' ft.aa w1. \ b Pl.aa tor 1t.cluce4 ta\ e,..e4t.a t e 'l't.el.4e 

lfu=lb er of lted~nt t t)n ~1 u e Tte14 4ur\ftC p~rlo4 he l4 
aemi- - P, "" ~ttr Pla.n for 
annual 7-reeent r,_dUCIIId Preeent re4u.oo4 

por1o4o pllUI lnten~ed1nte -plan 1ntiN041A\O 
Ml4 ;r1o14o ;r1ol4o 

a t 75.00 m .oo .~ .ooe 
1 75·00 75·00 .oo .oo 
I 76.00 7'5·, 1., .67 

~ n .oo 76.00 1.76 •• 
11-00 76., 1·97 1:~ 5 7'J.OO n.oo 2.09 

6 10.00 78·00 2.16 1.~ 
7 11.00 7'J.OO 2.21 1o 
I 12.00 10.1)() 2.ft 1.62 
9 2 ' 00 n .oo 2.26 1·72 

10 .oo 12.00 2.21 1·79 

11 15·00 2·00 2.29 1·15 
12 16.00 .oo 2.2') 1·90 

~~ 
17.00 15·00 2·:50 1·93 
a .oo 16.00 2.JO 1·96 

15 90·00 17., 2.115 2.07 

16 92.00 119·00 2.57 2.15 
17 gll.oo 91.00 2.~ 2.29 
11 '}6.00 9J.OO 2. 2.11o 
19 ,..oo 95·00 2. 1111 2., 
20 100.00 100.00 2.90 2.90 

!roMVJ' ~'· Dlnotoa of BoiiAJ'Oh 11114 Ma\lo\loo· 

' Tlo14o an -laal AM-..1 "''" ooapo:mbt - --.117· 

T1:~4 1~1~ ..-1nAor 
nan tor 

~••nt reduce4 
plan 1ntoNo41"to 

71•141 

2.9M 2.901' 

3·05 3·05 
3·07 1·15 
3.10 , . ., 
3·13 ,.,. 
3·17 J.'JI 

3·21 '·I 3·27 l· ,.,- 3·75 
3·112 t:I 3·52 
,.611 11.11 
~· 11 II." , ()2 4. '10 
II.J1 t:t 11.26 

11.21 t J; 11.17 
11.12 M9 
11.01 10.5) 
- -

I 
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' 

,. 
(1 Un1te4 Statee 58•1-ns• 8 o n4e 

0o•p~~1eon o t Propoae4 2 &nd 2t Peroent l nooae P1ana 

.Number or Redemption vslue r teld during ~er1od held ae ml-annual 
9erlod• held 

~plan ~ plan 2% plan 2t~ plan 

0 ~oo.oo ~00.00 .oo~ .oo~ 

1 99-00 98.90 .oo .05 
2 98-20 98.00 ·20 - 2~ l u·IIO 9z·20 :~ ·3 .so 9 ·50 :~ 5 96-20 95·90 -~ 
6 95-80 95·50 .61 .76 
7 95·110 9,.10 . . 70 -87 a ., 95.10 9 ·90 ·19 1.00 
9 9~-00 9~-80 -91 1-1~ 10 9 .9() 94.80 1.00 1.2 

11 9~- 90 9~-90 1.10 1.~ 
' 12 9~-00 95-00 1.19 l. 

N 9 -~ 95-~ 1.~ tJ~ 9~- 92· l. 
15 9 .oo 9 .oo 1.~ 1-75 
16 96-ro 96.6o 1-~ 1.85 
17 91· 0 97· 20 l. 1 -9~ 18 97-90 98.00 l.7g 2.0 
19 98.80 98.90 1.1!8 2.15 
20 100.00 100.00 2-00 2-25 

Treanl")' DepanMn,, D1Yh1on ot Re••aroh and 8tatht1o•. 

- e1d• are nollinal annual rat .. oo~~ ••alannual17. 

' 

Yield during r emainder 
or 10-year ner1od 

~plan ~plan 

2-00~ 2.2~ -
2.12 2·E 2· 22 2· 
2·~ =:il 2· 
2-56 2·~' 
2.66 

( rft 2- 78 
2. 90 
2-99 ·29 
3·11 ·39 
3·23 ~-!WI 
3-~ .6o 
3· ~-n 3-~6 .82 
3· 9 3·95 

l ·83 --~ .01 •• 20 
4.17 

··~ 4.45 •• - -
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sa ...... .,. ,...w .. w, rMeral ............. . 

Joewa, 11ue. ..... .... , ..... , •. '· 
L'llll~MlJIUao h • 
~lAM. Qlaie, 
u.-..., .. . 
.l\l.llna, .. . 

at~ m. 
h . ' ... 
Ml TfllS., - · 
'-- Gltfo ... 
DallM, "--· 
... ,.._,_, Clallt • 
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Du.r llr. llarUao 

B7 41reoUoa of \he S.CZ..\"'7, I • \ru•UUq bern! \II 

a cop7 of a a...,rall4• co ... rlll& a propooed oan~~&~ looa4 prosr• 

which t be !'r......,. aow baa -or coaol4eraUoa. I ""al4 oppreoiate 

u if 70u and 7ov o\att -al4 car.,_,l7 ron .. \lllo propo.ed procna 

0114 h\ M ba•• 70ur crU1c1- aD4 ._.uoao liT wire !uedq 

••aala& oc \ba\ .. caa baY• \Ilea bore tor e\1141 earl7 W...edq 

aora111,11. If lt ""al4 111 belpfal \o 70", 70" are f ree \o oall la ""7 

ouhlde pocph 70".., 4- 114noa'ole tor ·coaoal\aUoa. 

11r. •nu. 114C. llarUa, 
Prtt14oa\, 
Podualleaono ...... 
St . !.ollie, 11o. 

DO: co 

••rr tral7 7ouro, 

(o) D. w. Boll 

••• leUor olD\ \o all 
Prod4en\o of \he Pedoral 
1e11noBIIDk• 

Regraded Uclassified
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Propoee4 lniase Bo11d Prol!'!! 

Three eeriee ot Uaited ltatee ea?inge boa4e are uDder oone1deratioa tor uee in oonneot1on with the t ortboo.iDC aulnge bond prosru. Eaoh ot th111 h d .. lped to tep a ~1fferent eeotor ot ia•eet.ent deaand, end it ie propoee4 that all three be ottered e~aultaneouel7 . The tiret 11 a aod1f1oat1 on ot the preeent t ora ot ea?1nge bond, alld ie l ntended p r1aarll7 t or -11 111 .. etore. The other two are dee1gned pr1aar117 tor large 1nd1Y1dual 1n•eetore a11d for l1~1ted purobaee b7 1net1tut1one other tban oo .. eroial bank e. 

The three propoee4 t JJ>•• are deeor1bed ill aore detail ln the reaainder o t th11 aeaorandua. 

I . la?iM;I Bond Ottered 
Pr1aarilj tor liiii I n•eetore 

It ie propoeed tbat the preeent t1J)e ot ea?1"S• bo11d be retained, with one relat1?el7 ainor ao41tioation. The aod1 t 1cat1oll relate• to the 71eld allowed 011 the bo11ds it redeesed prior to aatur1t7. The 7ield it held to tiDal .. turlty would oontinue to be 2. 90 peroent. It ie pro­poeed, howe?er, tbat the 7ield1 allowed 1n the e?lllt ot 1ntersed1ate redeapt1on ehould be reduoed eubetant1all7• Tbe propoeed reduot1one are ebown in fable I , wh1oh ooa­paru t he illteraed1ate yield• a1 lowe4 under the pr .. ellt plan w1 th tho .. propo11d t or the new 11r1ee. 'l'he Drlalu'7 ot thll ao41tioauon h to wild the ~~ 

~~ . 
oo,Luan ot t he table) wbloh dete1'11111e1 the dec1e1on ot a holder ot the bond• whether to rede .. thea or hold th .. to t1D&l aatur1ty. It ie telt tbat th11 Tleld ehould be bui.lt up ae rapidly ae poee1ble, tbue pro­Y1d1ng a wbetanUal 111duo .. eat to bolder• ot the bolide to rttaln thea to tiDal aatlll'1ty. 

It 11 propo11d tbat the liait on the a&Jtiaua aaouat ot the boade ot thh tJJ>I whloh •Y be puroha11d by uy one 1ndh14ual ill UJ 0111 7ear be t1ze4 at 15,000 aatu­rltr Yalue ae ooapa~ed with 110,000 t or the pruen• t1P• ot •••1nge'bond. aaiee would oontinue to be reetrioted to na tu~al pereone. 

Regraded Uclassified
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II. S.Yi1!5e lloDb Duipe4 
Priaariir t or Lirzer 1n•eetore 

It ie propoeed that two tTPee or ... i.,~e bonde be or­
terod pr1a&r117 t or larger inYutore. Tbeee bon41 would 
bo el1g1l>le t or purobaee b7 en, olau or 1n•eator exo.y>t 
coaaere1al banke, and oould be purobaud up to a total 
, 1 ount of S50,000 original ieeue price b7 a nr inYeetor in 
anr one rear. Thie liDit oould be taken in either tTP• or 
bond or d1Y1ded between the two in anr war duired b7 tba 
1nveator, end would be in addition to the 15,000 maturity 
value permitted to be purobaeed or the bond d~~cribed i n 
tbe t1ret eeotion ot thie ... orandu.. 

One or the propoeed new ee~iee would be a n appreoi­
auon-tn>e uourit7 llDllar to the ex1et1og ea•inge bonde, 
while the other would proYide a current inoo••· Both ee­
our1t1oo would yield a return or approxiaatelr 2-1/~ per­
cent 1f held to final •aturity. Their yield t or the 
peri~d held if redeeaed prior t o .. turity would alec be 
approx1aa t elr the •-=•· The two aeouritiee are oODpared 
ln th1a reepeot, and their intereediate red .. ption •aluea 
are ehown in Table II. Both t7P•• would be re41-ble 
onlr on eeoiannual datee and on . th1rty 417•' written notice, 
auoh no t ice to be i rre•ooable when once gi•en. 

The a ppreoiation-tTP• eecurit7 would be the e&le ae 
the •Yiating eeriea of eaYin~• bonde, exoept that it would 
biTe an 1eeue price or SO, rather than 75, therebr reduo­
lng t he 71eld to .. turi t)' fro• 2. 90 percent to 2. 2~ per­
cent. The intereediate re4eeption •aluee would aleo be 
rt duced aore eharplr than i 1 propo1ed in the 0111 or the 
bond deaoribed in the tiret leOtion or t he •e•oran4118. 
Theat Yaluee would etill be generoue , hoYe•er, a1 ooepared 
with open market rieldl t or oorreeponding periodl. 

The inooae-t7Pe or 11ourit)' pr111nt1 a eoaewhat eore 
41!!1eult techni cal probl••· It would bear a current re­
tur~ ~t a le•el rate or 2-1/~ percent per annua, parable 
aea1annuallr throughout the period. In order t o ooapen­
l&te tor the high current return in earlr reare, it hae 
been oon•idered neceeear)' to reduce the intereediate re-
4e=ptlon •aluee below the or1~inal ealee price b7 an 
a=ount out t 1o1ent t o out inte~ediate Ti•lde to the eaae 
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lt•tl at tbOII OD \be DPPJ'IOlDUOD-\jrpl 1101ll'lt1. fbi N-
4uct4 1nteree41ate re4etlp\loa 'I'Dlll .. tbue arrlYI4 at volll4 
reach a alnl- ot 19~. 80 per 1100 ot o.•lllDDl 111ue prlce 
atur the bon4 bl1 'beea bll4 ~l/2 1ear1. 

Thll eoall ot 1nter.e41ate re4e8Ptlon Y&lllel 11 tbat 
wh1oh voul4 be aYalla'ble to the or1s1nal puroba1er aboul4 
ht dt1lre to re4eea the 1eour1t1 pr1or to .. tur1tJ. It 11 
propolt4, hove•er, tbat la the e••nt ot \be 4eath of the 
or1g1nal pur ohaltl' 4urln~ the ten-Jear per1o4, hl1 lll0-
0111or la 1nterelt aboul4 haYe the ;!fht tor a reaeoaa'ble 
per1o4 a~ter \be 4ea\b of the or111 puroha11r to o'btaln 
tbe tull plll!'obaee pr1oe of the 'bon4, r.tbar than tba re-
4uoe4 1nter.e41ate re4eapt1on YDlue naae4 ln the lnetruaent. 
Tb11 proY111on 11 propo1e« pr1Ur1l1 ln or4er to Mke the 
ltcur1 t1tl attraot1YI t o llte tenant an4 reaala4er.an 
tru1t•. 
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X 
U..lMd ••• , ..... t .-.c- -.o.a. 

Co..parteo• o t ~ . .. , n- w'l\h Pl- t or 1t_.u.o•4 t•\e~M.la\e 'Tlel4.e 

Jrt.ber of bd ~})tlon ..al \W Tt•l4 n.-t"C J>'lrio4 Ml4 n:~4,~DC ~~--·-t- 1'\M f o r n ... for 1'le::>for 
NtDual P:Nte:nt reduett4 PreeeDt ""'- PN•eat N4uce4 

per1o<lo plu tnten~edttlte pl& 1nt••- •Ua\o 'Pla la\eneella\e 
bel4 71ol4o 710l4a Tlel4o 

0 m .oo m.oo .~ .ooe 2.~ 2.-

1 -,.oo -,.oo .oo .oo 3-05 3·05 
2 16-oo ., . ., 1.:J) .67 J.or 3-15 

l n.oo 16-00 1·76 •• 3·10 3·15 
71-00 76 • ., 1·97 1 :~ J.JJ ,.,. 

5 1CJ.OO n .oo 2.09 3·17 ,.~ 

6 .,,00 71·00 2.16 1·~ ).21 '·; 7 n.oo 19·00 2.21 1. 3·27 ,. 
8 82.00 .,.oo 2.211 1.62 M~ , . ., 
9 2 '00 81.00 2.26 l · 72 ,.~ l·l1 

10 .oo 82.00 2.28 1.7CJ 3·52 .01 

11 15·00 2•00 2.2') 1.115 3·611 11.18 
12 86.00 .oo . 2·29 1·90 ~· 11 11.~1 

~~ 17·00 .,.00 2·30 1·93 .02 11.1'0 
118.00 86.00 2.)0 t.CJ6 11.31 5·09 

15 90·00 17·50 2.115 2.07 ~.26 5-111 

16 92·00 119·00 2.57 2.15 11. 21 
t~ 17 CJII.oo 91.00 2.67 2.2CJ 11.17 

11 96.00 93·00 2.76 2. llo 11.12 7·)9 
19 CJI.OO 95·00 2 • .- 2.'j0 11.01 10.53 
20 too.oo 1oo.oo 2.90 2.CJO - -

6 .. ...,., ,,. Dotpa..-

Tlo1do aro -1na1 annual ... too e•pn rW -1~17· I 
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C04p.r~ •on o r P ropo••4 Appr•o1a~.~n a n a Xnoo .. •1an e ro~ 
.. r~•• o r Un1~•4 •~•tee Sa•1ns• 8on4e Y1e1 41 n a 

2-1/4 Peroent 1r He14 ~o ~1na1 Ma tur1t7 

- - --r - -Number or Redemption val ue Yield during period hel d Yield during re-.1nder 
or lO..)'ear period U r.t\-annwol 

period• held Appreciation Inoorae Appreciation IncoiM Aporec1at1on Inoo• plan plan plan plan plan plan 
0 • 80.oo 1100.00 .~ .~ 2.2'* 2.~ 
1 80.oo 98·90 . oo ·05 2.,6 2.~ 2 80.20 98.00 .25 . 25 2. 7 

' 
2. 

' 110.110 9l· 20 ·33 
·~ 2.~ 2. 110.110 9 ·50 :~ • 1 2. z.n 5 81.20 95·90 • 2.80 2 • 

6 81.110 95·50 -74 -76 2.89 2o97 7 112.110 9,.10 .as ·'7 3·00 3·09 II ,,.20 9 ·90 ·98 1.00 3·09 ~:l; 9 II .20 94.80 1.14 1.12 3·15 10 85.20 94.110 1.26 1.24 3·23 3·39 
11 116.20 94.90 1.4f 1.,5 3·~ ).118 12 87.20 95·00 1. 1. 5 3· ).6o 

~' 
1111.40 95. 20 1.~ 1.~5 3·~ j:U ~~~-110 9~. 60 1. 1. 5 3· 15 9 .20 9 .oo 1.75 1.75 3· 72 ·95 

16 92.60 96. 60 1.84 1.115 ,.1111 --~ 17 94. 20 97.20 1 .~ 1.95 .02 &.20 11! 96.00 91!. 00 2. 2.05 4.12 
--~ 19 97.80 911·90 2.1, 2.15 4. 5() ... 20 100.00 100.00 2. 2 2.25 - -

Tr•••ur7 Depart .. nt, D1¥1e1on ot Reeearch e nd 8t~t1at1ca. 

Yialda are noainal a nnual ratee oo~unded ee21annuall 7. 

Regraded Uclassified



H.H.Jr: 

Operator: 

H. M.Jr: 

H.!' .Jr: 

RDbt . P. 
Meiklej ohn : 

H.I! .Jr : 

M: 

H.l!.Jr: 

X: 

S.II.Jr : 

M: 

Hello. 

February 28, 19~1 
11:16 ..... 

Mr. Herri man 1s expected book about 11 : 30 
or quarter of 12:00. 

Well , is there anybody there in his ornce? 

I'll see . (Pause). I have hia secretary. 

Hello. 

This is Mr. Meiklejohn, Mr. Ha r riman' s 
assistant. Can I help you? 

Yes. This is Mr. Morgen t hau. Will you tell 
Mr. Ha r riman that I've been thinking over very 
caretullJ hie request t o let him have some or 
my atatiet i oians to go with him to London and 
in view or the shape this whole thing is ta.king 
in the last rew days, I think that the Treasury 
should contract its activities with regard to 
that sort or thing r ather than expand! and I 
wish Mr. Harriman would see if he oan t get 
somebody from the Statistical Section ot O. P.M. 
rather then t he Treasury. 

All right. I'll tell him that . 

Because I want to contraot our activities 
rather then expand. 

I'll tell him that. 

Thank you. 

You 1 re welcome. 
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3/1/41 

BK JR took this to the White Bouse 
with him tod&;y &t llrSO • 

• 
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Dear Mr. Prtei4tatt 

The Coaat Ouar4 Teaatla which ee .. eoet tlli tablt 
tor oonT07 work ere the tea outtere of t he 260-toot elate 
wilt bttw11a l ila& and lll32. The -• of the nuela 
an4 the 1eara 1A which t her wert oomplttt4 &rtl 

CJU:U)( - 1928 
PmtBARTRUJ- 1821 
TAllO& - 1118 
CII4MPU.IJ - liH 
MEKDOTA - lt2t 

lT.lSCA • 1930 
SAJWUC - 1980 
SkBAOO - 1930 
SUOSilOl'E - 1980 
C.l!URA • 1911 

the onr•all ltftlth of aaob h 260 hat, Ml4M 
btaa (2 fttti .as~ 4ratt le feet, 4ieplae ... nt l,971l 
tone, ..... a kaota. !kt IPOit toonare of the flret 
fl'e 1• l,eaa aa4 of the later f1Tt1 \teaaee of aiaor 
t~wa, .. 1a powar rlanta ... illttrnal ..... , ... lit, 11 
1{&78. All art o l•buraiac tarbt-eltttrle. The flr•t 
f Tt 4tTelop 1,000 horltpo .. r u4 the later flTt I,JOO, 

With the tlotptioa of eat, the SBOSHO«I, all of 
the nulla are II01J oa the aaet eoatt aa4 all art la nth 
Oll4ltlea &I to kill aai a&thlDtry that the7 eo~4 N 
tlll'lt4 onr i-.UatelT. Couihratloa hat to be chta, 
honnr, to the .,_at u4 other aq\llpuat thaT woal4 
aet4 for eouor atn1oe. Althouch a procraa of ara1ac 
aa4 eqalpplac all tta for 11nht with ov I&TT baa btaa 
la profrtll, 1t ,, .. tar trOll 01rtaln that thh equip­
Milt • ll ••t lr1tlah ae.U u4 it ,, .. probtblt alto, 
1a •ln ot the hhto17 of l5a 4t~tror•ra t~&I'U4 oYer to 
the Brl thh, that aoM atnotval ., •• will be 4t~lrt4. 
Tblt wor k could prob&blT boat b t doni n Al:crlc&l'l rarec. 

Wt han eonallltt4 tha BaTT lltpartMnt on thh 
polat u4 the &abaaar baa aakt4 a4Ylet frn Lo11don. The 
tl• whla the tea ntttra eo be tv111A onr tor aetaal 

Regraded Uclassified



-a. 

"~'~'1 wrk wlll of oov10 bpou upon tho uto11t of U.e ·•••:et ~~A ~~!t!~n• !tt!~;! --~ ~ .,..a witD wb1o~ w eea pt tM _,.II .. u. 

The tnufer ot the10 teo nt~elt -.. tile 1o .. 
of about halt tho !loot or orulelG£ euttora eal ~. pro-
r.a3 o! wott 1&14 out tor the year wil l or oouro~ h&vo to 

dralt l c&llr rov1ao4. '-ong outtera of t he lor,, ee&· 
golne; clan thoro will rnaln 1nen ot the an !2'1-toot 
ttpt and t our Uo-foot •hlr• th&t art now twenty 1""' 
oU. 0! the leT Ill 18"1'•toohra OM 1 t ho Ck\IPB! Lt, 11 1\ft 
011 ll&l'T .. rdoo 1n Portucal. 

Tho !ollow1Q~ atopa appear to bt oeooa•arr to 
Ujlltt t bh yoU1 I pPOCI'Ul to t he oqu.lpMat &ftll&lllol 

(a ) Inhrutloaal Ioo htrol - Tho ro-al&tloa 
h rtDon4 Oiit thi litoruuoaal leo htrol \t allu.IOMI 
tor thl• rear. Such patrol o! the Gua4 Buka aroa u M1 
'be neoeuar1 troa tlae to u .. wul4 \t ~trr1o4 out to the 
t~hot tbat l"OIIOb aro anllablo. U fu repltr later• 
ut1ooa1 ha Patrol h ooot1Duo4 1t wlll hno to bo aou 
wlth l'e1aela ot the 11&-!oot •1•••• whltb aro 111 aultel tor thla wort. 

(b) Ot'oealul l'atrol - nh patrol ... be -a. bT 
the .lretlo outtor ibltfHWb, the 185-!oot leo broubc 
euttep C~,C81, aa4 a l"OIIOl of tho 240-foot el&llo i!torta 
art btbc •4o to o\tala th• BUft 01 OAIUJl) troa Aairal 
!nd tor 01'.Wu4 Cutr, llfOil the rotva ot fut na101 troa 
the htaratle, a\out 1M,r 1. Tbh h not q.alte u ortoull"o 
p&trol ot CPOoalu4 •• ha4 biOil pl&llao4 tor tht ooalq ,__ .. ,, but lt M¥ \1 allttloloat. 

(o) U1utlo Woathor Statlou • fo aalatab a two­
atatl-,a ~trol !.: t5a fiop;S ltlaii\Io will Ptq•lr i fl 'it 
naatll of tU IIT•toot ela11. Thla will bo • r.ll-tlM tatr tor th111 fll"o l'laae1a, &D4 tb17 ooul4 oot \1 41Yertol 
for other .... Stroll& POJrneat&tloaa bll'O bon ..ao liT 
the Brlthll Ool"era.eat, tho State Depart-at, tU leather 
hreo~a, aal tho Chll Ael'OAOatltl .ualalatratloa to Mlatllla 
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a tblr4 atatlon on thla itl&ntlc ~eatber Patrol, wb!~b 
woula requ~r• at leaat t-o 80re ~••••la. Theae are not 
available. I t la reaomaande4 that 1~41ate etepe \1 
taken to obt ain and eqplp ae~ea .. rohaat Yllaela tor tbla 
autT• Thare appear• to be no doubt but tbat all ot t he 
327-t oot cutter& will ahortly bo neoded !or more laportant 
duty. It out;ht t o be poaal bl e to obta l.n tor tbla work 
aeven ot the Danhh ehlpe now tled up in our porh. It 
tho bare boata could be ch~tcrcd they could be manned b7 
Coa0t Guard crewe. 

(d ) Cadet Praotlce C~lae - No veaaela what..er 
ot sult&Qlo t7pe, are now •~ll&ble f or t he Cadet Praot!ee 
Crulae, ~urlo' t nt coalne au.aer. Tnla crulaa la a ver7 
l.Jiportant part ot a oadet' • tralnl.n:;. It 1e ureeatq 
rec~nded that 1~41ate aotlon bt takan to o\taln the 
Daftiah tra lnlni ahlp D&~RJ, now Lsmoblllaed at Jackson• 
•llle , Flori~a. Prellel.oar1 nt£otlatl.or.a have been under­
taken throU3h the State Derar tmant. 

(e ) Bering Sea Patrol - r.o of the 250-toot outtera 
were eoht4uh4 fop String sea: Patrol durl~~& tbe ooai.Ag 
aw.aer. Tht Coaat C~d haa no rtplaoaaenta for theaa 
•••••l• end, eonaeqpeatl7{ tbe aotlvlt1ea of the Coaat 
Olaar4 i n the Berl!!g Sea • 11 need to be aoa..Ut evtalltl 
thla oo111n& alm!'ler. !he patrol wlll hue to bt •14• entirel.J , 
'by n ell ora.t t, wltb t he ucepUon o! t he IUIDJ. (34G-toot , 
elaae). \, 

( t ) Crulae to A•erloan Colonlu Soutbw11t ot Honolulu • 
Tho TAllEY (327-toot olau) li&iu per loalo oriilat~a to the 
ool oniea tlta'blhhlt4 on BUn, l!odand, and Jarvia Ialanda,, 
ead 1a the onlr nnel nallable for thh 4utr. 1'h11 i11t1 1 
ean be contiw.a onl.J u lon~; aa tht tAJI1l' r-1111 arulabl~ 
for Coast ~rd acthltltt. · 

(g ) Qeneral Dlatlta - Uany other dutlu o! the Coast 
Guard - auoh aas neutrality ~atrol , law en!or o .. cnt, asalat­
anoe to Teasels ln dletrooa, t owing of veaeel a !or the 
f.a.ri time C-iaeion, aud other I !Jtr(;80C1 taakl o Will baTt 
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io be OQPtallei. 

Jtr 10 .. u .. • bn ttlt tile ate( .r aUltleaal 
lll4 'better •t•lp•ent to take eare e4etahlJ ot he eoa• 
4ltlont •• oar laltera eeaet, la the rl~•re, ~. lreat Lak•• aa4 011 tile .U.tba eoaat. W. latlr alae ~11111111 
eatlr•lT eulta'bla tor ••rlac with lea eo .. ltl••• la the 
w'bon ot lntau4laal ... Orooal&M ... lalla.MJ Mr 
io Cauia ar Orea t IP1 tala llan nlta'blt nuelt ter Wa 
,.,.,.,. , wblu aq eo11tlue tor •- u .. to e- to 'bo 
of put laportuea. 

!ht rerlae-at ot the taa nttera to 'be trau­
ferrt4 will c " u u oppertalq te r-.., tbla laet • 
.U a p•t ot ov latloul- 4at1Uo aoob lt woal.a •­
,.Ueat to eqlllp tho Cout Clur4 wltla ablpo apoelallJ 
oOilltruotea to o~er.- 41ttlealt 1•• eoDiltloaa whlr~Y~r 
th•T an ealloa •poa to pertol'll ""leo. 

I u therefore •uc~••tln, a procraa tor ~. ooa• 
atruotl oa ot tea aual ~ro•• alilpe at aa eett.ato4 ooat 
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of $22,600,000 ($1,150,000 nola), ua reepoettullT uk 
JOV r.l'llllaiOII to llllaJ.t & 4oth1tat17 11tJ..ate la ~t 
.... • !h11e ..U 111 ~laatloa lM•\realten 1M 
erulala.t: nttera, 160 tHt la nor-all laactll 1M a,rosi• 
attb U toet \lea, alallu to the tea ealtora to \1 
traularro4 o11opt that tM Mit allaraattrlatlll ...U \1 
atarlallT 4Utoroat ad tile ~111111 will \o •ra ateaahlf 
OtUtnato4, la or411' to 'broat loa &M ta peeotnte loo· 
tlelaa. Parllapo a Ult•bot ot epoo4 (ot tile 11 bob of 
tM p.rt11at nttll'a) wolll4 \o eaarltloo4 tor MH NUo4 
•• .. tnetloa 1M \ott ... ho-veetlaa .. t11t111. Ia IUltloa 
te tlatb ~alu tor workllc tlll'oqk lot tile fllllla w.U 
aleo laa'ft all aootii&PT uotal tall Uu tor towllc, realer• 
lC( &lllataaee at 111 _., other 'f&Plil C..-t ~: WVfk, 

!o ea.narlae, the procr .. I aealr• to •-cceat ter 
roar appro~al la aa folloWII 

(1) Slllalt bthh•eT 11tl•t11 h the oaout of 
$12,500,000 to.r tea 4ul•piU')OII eattore. 
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TREASURY DEPARTMENT ~ 
UHrTm STATU COAST GUARO 

WASHINGTON 

MEMORANDUM J'OR 8J:CRE'URY OF THE TRUSURY: 

SubJect: 250-t oot Claae Coaat Guard Cuttere; rearmaaent 
oonYeraion; eatiaated coapletion d&tea 

Inoloeure: 1. 8ohedu1e or 250-toot Claae Rearaaaen t Con-
Yeraion; equipment required tor Coaplett on 

1, The aubJeot claae or Coaat Guard outtere nov in 
the proceee or being oonnrted to Gunboata (XPG) tor national 
defense under general apecit1oaUona prepared b7 the NaY)" 
Department includ .. the !ollovtng Yaaeeh PI1'11&Dent17 ata­
tloned at the porte noted: 

CAYUGA 
CIWIPLAIN 
CHELAN 
ITASCA 
MENDOTA 
PONTOIU.RTRAIN 
SARANAC 
SEBAGO 
SHOSHONE 
TAHOE 

Beaton, Maaaacbuaetta 
Stapleton, Staten leland, Nev York 
Boaton, Maaaaohuaetta 
8an Diego, California 
Norfolk, Virginia 
Stapleton, Staten leland, Nev York 
GalYeeton, Texae 
Nortolk, Virginia 
Alueda, Oali!ornia 
Nev Bedford, Maeeaobueatte 

2. In general, the rearaaaent or Y .. aala or th1a 
cleu proYidll tor the tollovtng ordnance equipaent and re­
lated alteratlona and aod1t1oat1ona: 

Inetall two 51 /51 Cal. guna 
Inatall three J'/50 Cal. antiaircraft gune 

97 

Ina tall t our • 50 Cal. ant1a1roratt machine guna 
Inatall one Y-gun with eix depth chargee 
Install tvo ~-charged depth oharge track• 
Install echo ranging equlpaent (underwater 11eten1ng device) 
Provide a1gnall1ng aearohllghte 
ProYide tvo 24• high 1ntene1ty aearchlighta 
Inetall altimeter range tinder and 2i mater range !1ndere 
Install tire control telephone tJttema 
ProYide aagnetic mine protection 
Modify maga~inee tor var-time ammunition allowance 
ReYiae accoamodatione and racilitiee to provide for 150 

enl1ated men and 12 otticera 
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CR-21- 311-46-RES!RIC!KD 
Keaorandua tor 8eoreta17 ot !re&elll')' 
27 February, 1941 

Provide chemical warfare detente equipaent 
FUrnieh ateel helmets 
Inetall various alarma, light diaming and control .wttobea 
Provide electric lanterna 

). The tirat pbaee ot t he conversion ot veaeele ot 
tlll.e claea bee been completed on all veaeela except the 
SHOSHONE and a schedule has been prepared tor t heir re turn 
to var1oua ehipyarda and NavY yarde beginning 1 Mar ch, 191l-1, 
at vb1ch time all equipment which baa been aoowaulated einoe 
coepleting t he first part ot the work will be inatalled and 
every ettort made to finish the oonveraiona to the extent 
anllable material and equ1paent will permit. Iteae auoh 
u, range tinder a, aearcb11ghte, • 50 Cal. II& chine gun a, a 
111Dlted number ot 3'/50 Cal. A. A. gune and h14raulio depth 
charge controls have been ordered einoe early in the con­
vera1on program, but excessive delay baa occurred in their 
deliveries, and in the case ot several itemi, deliveries are 
not anticipated during the forthcoming viaite ot the veasele 
to the eb1pyarde. This delay i' s due to t he length ot time 
required tor the manufacture ot the tire control and ordnance 
equipment and alec to t he deterred priority aeaigned the 
Coast Guard in t he recei pt ot detenee material and equipment. 
In the oaee ot tour ot the cuttere, the MENDOTA, PONTOHARTRAIN, 
~AC and TAHOE, scheduled to proceed to the Navy Yard, New 
York, tor conversion completione, the lack ot equipaent was 
brought to t he attention ot the Navy Department, and I am 
adviaed that department has arranged to turniah t he missing 
i tema ot equipaent which w1ll perm1 t approximately 100 per 
coot completion ot the conversion work. 

ll-. Satisfactory coapletion ot the remaining eix vee­
aela ot the olaea ia dependent on the receipt ot the iteme ot 
equipment mentioned above, deliveriee ot whioh have been sub­
Ject to extraordinary delay. The only poaeibility which 
vould allow theee six veaaele to be completed during the 
Propeaed overhaul per iod would be t he Navy Department aup­
Plying t he mlseing equ1pmente by grantlng earlier priority 
~o equipment now under manufacture or diverting that now de­
livered and earmarked t or Naval unite under construction or 
conversion. 

5. The present schedule tor t he return ot vessel s ot 
the 250- toot Class t or conversion completions is: 

CAYUGA 
CHAMPLAIN 

17 March - 15 April - Navy Yard, Boston 
1 - 21 March - Coast Guard Depot 

- 2 -
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CHELAN 
ITASCA 
MENDOTA 
PONTCIW\'l'R.UN 
SARANAC 
SEBAGO 
SHOSHONE 
TAHOE 

.. 99 
OR-21-311-46-RESTRICTED 
lluorand1111 tor Seorearr ot TrMIUI'7 
27 Febru&l')', 1~1 

15 - )0 Marah - Coa1t Guard D1pot 
21 Januar7 t o ll Marah - Oaaat Guard Depot 
15 - 3l Harah - Ka•y Yard, New York 

l - 3l Marah - Na., Yard, New York 
3 - 31 Maroh - Na., Yard, New York 
i - 21 X., - Coaat Guard Dapot 

25 Marah - 25 MaJ - Coa1t Guard Depot 
15 - 31 Karoh - Na., Yard, New York 

6. To expedite the completion ot the oon•eraion on 
the ten veaeela ot the 250-toot Cla11, the following alternate 
achedule 1a reoo~~mended providing t he work on the nuela can 
be given pri ority at the Bo1ton and New York Na•J 7arda. Four ot the veeaele, the )(J:NDOTA, PONTCHARTR.UN, IWIANAO and 'l'AHOE, 
u noted abou, are aoheduled to proceed to the Navy Yard, New 
York, during March, and prel1111nary worlt in connection W1 th 
t heir completion baa been initiated and no change in th1a 
schedule 18 reco~~mended , Aa noted abo••• the mining equ1P­
aent tor t hen tour Tel~tla will be turn1abed b7 the Na., De­
par~ent and t heir requiremen t. are not included in t he tabu­
lation inolo•ed which li1ta the ll&terial and equipaent required 
to perlli t comple tion ot t he r81181n1ng 11x Teaeele ot the olau. 
'!'he mod1f1ed schedule which Will provide tor completion ot the 
conversions on all veaaela of the olaee by 15 April, 1941, i1 as follows: 

C.UUGA 
CII:ELAN 
CIWIPL4IN 
ITASCA 
SEBAGO 
SHOSHONE 
MmDOTA 
PONTCIW\TR.UN 
SAIWIAC 
TAHOE 

17 March - 15 April - Na., Yard, Boaton 
15 March - 15 April - NaTY Yard, Bo1ton 

1 - 2l Karoh - Coaet Guard Depot 
21 January - 11 Maroh - Ooaet Guard Depot 
2~ March - 15 4pril - Ooaet Guard Depot 
15 Karoh - 15 April - Coa1t Guard Depot 
1 5 - 3l March - Na., Yard, New Yor lt 

1 - 3l March - Na., Yard, New York 
3 - 3l March - Na., Yard, New York 

15 - 3l March - Na., Yard, New York 

1. It 1a urgently recommended that 1t be arranged by 
the Navy Department to turniah either by granting higher prior1ti81 
or diverting trom veeaele now under conatruotion or oonTera1on 7 3' /50 Cal . antiaircraft gun1, 24 , 50 Cal, aaob1ne guna, 12 2~1 
h1gh i ntend t7 eearohllgbta, a1x 2t aetar range t1n4ere, 12 b7drau­
Uo depth charge releaee oontrole, 300 1ound powered telephone 
Jack bcxee and 150 aound powered telephone plug• tor in1tallation 
on the six •eaaela ot the 250-toot Olaae tor which pre•ioua ar­rangements to obtain thh equ1)lllent have not been oomplehd. 

- 3 -
R. R. VAESCHE 
Coaundan t 
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!here hu been an •elldMnt propoaea 

to B.R. 1716 b7 S.natora Taft ana Bpa 'llhich 

Senator Bpnaa hu iDdicatea he b w1ll1DC to 

accept in au'batance. Ita i.llpllcaUou are ao 

uriou w think it ought to be called to JOur 

attent1ou. 

Thh 11:1endaent pr ovidu that no defenae 

article& procured out of appropri at ions made to 

the War and NaV7 Department• after t he ef fective 

date of B.R. 1776 can 'be tranafll'red under the 

bill without the conaent of Congreaa. 

Thia uendllent would aerioualJ cr ipple 

the contemplated operations under the bill. I t 

would make it t.poaaible eftectivelJ t o carr7 out 

a joint procurement prOCJ'Illl. It would mean practicallJ 

tha t we would ha1'1. to ha1'1 a aeparate J.rrq, N&VJ and 

forei gn aid procraa. It would alao take aftJ the 

flexibi l it7 that ia neoe&lll1'1 in dispoaing of defense 

articles. 
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• han felt Jutltlea 1a brlJtcbc Wa 

to 10111' attention beoauae DO ••aaant to 'llld.oh 

adlll.l.nhtratiOD Senatore han been Noeptin 011t1 

so cloee to the heart of the bill. 

Do JV11 han uq ncgeatiou tor u! 

S.oretaq ot -.r 

Jk..r~~~t~). 
S.oretaq ot the 'fi'•UU7 

l otlng Secretary of the N&Yf 

cbruary 28, 1941 
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,_~s!!.mlS H. R. 1776 

IN THE SENATE OF THE UNITED STATES 

Fl'!IUitUARY 26 (legislative dny, FEwtUARY 18), 1041 

Ordenld to tie on tl1e table and to be printed 

AMENDMENT 
Intended to bo proposed by Mr. BYliD to the bill (li. R. 1776) 

further to promote the defense of the U nitcd States, and 
for other purposes, viz: 

1 On page 3, line 10, after the period, insert the follow-

2 ing new sentence : "Defense articles procured from funds 

8 hereafter appropriated shall not be disposed of in any way 

4 tmder authority of this paragmpb except to tho extent 

5 hereafter specifically authorized by the Congress in the Acts 

6 appropriating snob funds or otherwise." 

~26-41-A 

1.06 

• 
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Ottleero or the Depart.ent lu.doro\aft4 that Sir 

Frtdericlc Phillipo hao preoonto4 to tho frto1111'7 D.._ 

par taint Oil .... half Of tho :Sri U oh 0onr .... nt I plan for 

41&1111& with the Cllineoo C\lr1'81107 oU11&t10n which, U 

acc.,tod , woa.ld oen. u & mboU tuto tor tho c!Joaft 

oqe-nt wblch hao ..,.,., tontaUnl7 worlcod GQ\ ..,.tween 

the 1'reon1'7 and Mr. !f. T. Soonc 111 Woahiatton. !be 

4ratt ao &«r~ed upon ..,.tweo" tho frot.ltlt'7 Del>a.rtaent 

0114 Mr. Soonc P"Ondoo cortai" procodv.Mo wberob7 thlo 

0o'l'l1'11mlnt would aid tho Ohinooo Oo•or...,.nt hi otobUb­

lllf: tho e:a:hanto Yaluo ot tho Ohinooo 7UU with re-s>oet 

to tho lhl1 tod Statoo dollar and other torolCft CUl'rtiiCho, 

p!'Oco4ureo which allow & conUIIII&Uoa ot tho prooont 

poUc, ot ...Uto!a'at a trM arlcot for Chlll .. o ~ 

NIIC7. Co,...r&&Uoao which ho.n thuo ta.r ..,.,., ho4 with 

Mr. Sooat han o.oomoed th&t a freo ..rbt for Ch1nooo 

CU!'!'IIIC7 would ..,. conU,...d • 

.Accor41at to our UD4oro\aft41at of tho uttor, tho 

Bri thh plan to conclude at &II oo.rl7 dato a p...,..nta .,....._ 

aont botvoon tho :Sri Uoh l10plr1 and Japo.n and botweon the 

Br1Uoh J:lopiro and CbiJ>a. '!hooo two otopo woa.ld reoult u 

tho d1e-.ppt~&r&IICo ot tho tree arlclt for etl!'l1"f: hi Chiao. 

Yo 
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V. u4natul Ula\ \118 »r!Ueh plu O&lla fvtlln> for u.. 

aata\llaiiMa\ of •:Rei'Ml ewhenp ooatrol ~ U.. Chi•• 
OonrBM1lt, the freeaillll of Cbtu" hl'anMe ia tho~ :&ritla 

l111pire aa4 iD the tl'D1\e4 Statee, aad the operat1oa of ,,.. 

olu>JI&e ooatrola ia the :&rit1a l~~pire aD4 1D the VDl\84 

Stetea to tbe a4Tutace of the Ohia .. • Kt.Uo""l 0oTe1'DII8tlt , 

t.e. , tbe Go...,,.....,,., of the 1ha ted Stet .. aD4 the sonm­

Mnh of tho~ Tartoua areao of tho~ llrithb lloplre voD14 

proT141 tha\ •li:Ciwl&e acc1'D1D« t roa curreat Cbi•11 u porto 

t roa occupied areaa .. ,, be t'araec1 OTir to the Cbi,UM 

laUoll&l Gon,.,..at 1t tbe co-.41t1 .. conoe....a are to 

be acoep te4 i a tho~ :art Ua E.pire or 1D the Vnl te4 Stateo. 

Tbe Brl Ua bpire &Dc1 the UDl\84 Stateo vot1lc1 therefore 

be helpiD« Ch1Da eDtorce e~ control 1D the ooCQpiecl 

....... !l'bl t ree Mrlr::et tor ClllDeee ourrenor VO\Il4, of 

couree, lar«t'lr 41uppear aD4 pre-blr the Cbiae11 

llaUoll&l Gon..-nt voD14 th: aa ellllhAJice rate tor tutnre 

tr&ll&&C U ono. 

'!llere 1a reuon t o bellen thlt 1t tbl p....-41"« 

•awree vere talr::en, the tollovi llll denlopMnto voDlc1 ban 

to be taken into acc0t1nt: 

(1) Tbe Japanooe vould pr obabl7 decli ne to allow 

•xcbaD«e accruins t 'rom u porto troa Sb&nebai &Del 

fieDhiD 
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!ieDtoill &114 other oeeup1.a porto to be -.Ae an1lable 

to the Ch1Doeo I&U oa.el ao ............ t. !here 1o l1 t tle 

doubt that the7 woul4 pro10ptl7 declare tho cunenc7 ot 

tht Ohilllee llatloa.el GoYer ... nt 1nal14 111 the OCCU.!>1td 

areao and eubetl tuto tho burronc;y of thllr ovn puppet 

banlre t here! or , i 11et1 tuttnc At the ...,. tir.e full e:r.­

port alld i.10port control pro1"14inc t hat 110 e:r;porto could 

talco place until tho •=~ 1nTol.,.d ehoulcl. acerue to 

tho pup.!>Ot boullao. !be reeult of confllotlat; .T_e .. 

and :Bri tloh poliei .. would be a etale .. te ia Whi ch 

trade betv .. D the occupied areae &Jl4 oountrill other 

th&n .Tapan would bo cut off, e:ocept for tho e:r;por t and 

lll!!)ort trade vi th occu:plod Ch1u vh1ob would probabl)' be 

ce.rried on tbreu&h .Te.pu , ADd tho occupied e.reae vould 

be tbrcwD larpl)' upon .Tapp for bot h i~~porh e.Dd O>porto. 

}.n;y hope , tboroforo, that the Ch1Deee GoTir.,..nt vould 

Ullder the :Bri Uoh pld de rl.,. foroicn •=~ f ro• the 

t?Adt of the occupied e.nae would .... to be vholl7 il­

lneo'7. V..rooYer, tho .Tap&M" could ..,,... vi th co,_ 

tlderable roaooD, 1! the forecoiliC ohould tran~piro , 

Ulot CbiDA, (}roat Brl tain, p d tbt UDi ted Sta tee hAd 

doetro;yod tho !reo market for Chine. ' • curro1107 and U..t 

the;y bad 110 altorMtiYo but to put their oe curronc7 

aDd t rade 110aeuroe 111 to 

operatioll .. 

tlO 
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ope!'a\loa. !lle ..a,.. .... err .. , or u.. .. UftloJ>etab 

aot oaq oa .....,.,, loat oa tile lup -rrUt..coat roU.a 

b1aterlaa4 u4 "PPll \be reele\uiH to Japaue policiu 

Which 11 llaiatda.a ia thoM ..... would. probab'-7 be 

,..eat. !he clrculatloa of the Cbinooe ourrency throuc~>­

out Ob1ae, iaclD41D« the occupied. areaa, ten4o to cmM 

the Cb1ae• to coaUame to repr<l CbUDCl<iJI« ae their 

l epti-te go ... ..,..at, &D4 h therefore 1111 iloportaat 

unif7i "« factor • 

. ( 2 ) Perhapo the 110ot lloportaat 1-.ata te effect to 

the 11111 ted. State o or put t ill« the :Brl tioh plaa 1ato ef­

fect would. be that the larp quaatltlu of Cbiaell l!a­

t l oaal curreaer a t preoent circulatla« &114 boar4e4 a t 

Shan!lhal 11114 ia the ceatral 11114 north Ohiu hiaterlaa4 

OIIOUIIUJ!« to between tbreo or ! our billion 7Ua11 or liON 

would. be pnoh.a back bto the interior where the Cbi­

nue lldioaal Co•ermoent h eadeaTorb« at tb& pre .. nt 

tt• to preTint a ........,&7 Wlation. :Either the oVI>Iro 

or CbiM .. lfatioaal cv.rren07 would telce that CUI'I'IIlC)' 

froa ""••&~>·• uto the iatertor or the Jepaa11e woul4 

collect U , 111. ·~ !or pappet currenoill, 11114 

IJIII.Ule 1t into the iaterior. !he reoult of a «.eat 

addi tioa of the c irculatiD« B.aiq iD t .... Chiaa, whero 

ln.,eotJMnt opportuai tieo f or p riTa te O&J)ltal are Me«er, 

would. be probabq to cauee intlatioll&l')' toroeo oper atiD« 

there 

tl1. 
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the ... to cet ""' ct ~ADd. aD4 U.o:r.bJ' ~l'll1 .. the -.. 

therltr ct the mw. .. •uou1 Ooft-t. 

Bc U. Ul\o Oofti'IIMa\ aD4 the llrUhll Goni'IIMat are 

ooncorao4 that U.e ttn"!\11 M4 ""tllcrltr of the 0111 .... 

NAtional GonJ'Illlent be • lnta1ne4. We fool tll&t tho ...,_ 

otptiUioe of the Brl tltll plM voll.lcl not be ln &ecor4 Vl U. 

tllat purel pcllq. l t the p roce4lnc 4..,110pMnto took 

place the;r vllllld appear to be workl~~C 1D tho Oppoll te 

4lHCtlon. !hie 0oYeJ'Illlellt lt C&l'r;rillt; llllt &I a ......... 

of "lt-4ofon" a bro&4 pollq or &lcl to COWitrioo rulot­

lnc aareolloa &114, ao part ot that pollq, rocontl;r aa­

DOUDcocl the exte oeloa of a loao of $100,000 ,000 to tho 

ChlDIIO Gonr"""ot. Sbortl;r after that IUIDOUIICIIliDt, the 

:Brltl oh GoTtrDIIIont e.nnounced that 1 t wao elmllarl;r lllllk1Dt; 

a larce oua aTallable to tho Cb1neoo <loTOJ'DJIIOnt, partl;r 

for curronc;r otabll1•at1on purpoooo an4 partl;r tor l a­

croaoecl purcbuea V1 Ul\n tile :Srl tloh !llplro. 'lho ott oct 

of the propoaod Brltioh plan vol114 .... to be not ool;r not 

to -.lee a •tonal contrlbutloa to tho ""PPPri of U.o Cbi­

•• .. currooc;r, but to ..U clitflcult .&Mrloaa ettorh to 

lllppcrt tll&t curreac;r. Sboll.lcl tho Brl tloh OoYerDIIOot pro­

ceocl to necotlato a p&J'Illnto O«H••ent wl til China, tile 

lnablll t;r of O!lina to aell her ourpluo of otorlln! ln tho 

open III&J'bt an4 to obta.in therefor cold clollaro vol114 o:mrt 

acl4l tlon&l prooouro on the Cbloo10 c~nor. 
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~ra.t•-'"' nol4, it 

--~~fMIUIIC 0111•'• 100...-:1'• 

J! Ohl.u Cllll be U414 onr clu.rl111 \hi no:rl tw ••U.. a 

MW aa4 IIOr& ~ al-Uoa aq pNIII1\ lhelf. J\ 

voul4 -• "' be ueta1 "' baTe a plaa -h u the 

llrHhh baTe 1a - U.O~ u.....,u.a u4 ""rlat4 

O'll\ u be-11 the llrlUah ae4 _...lfte u a -•UI7 

llll'D\ for U.. ChiaeM ourrnoy obi'"J.14 othervlM •• 

to be oo"'le\117 UllWIIahle o ......... r, U h ..._..w 
that H h ll1ch17 41elrahle "' ooau- tor a vldle 

loapr - poU07 vldoll \blo a,....,.."' u4 the llr!Uell 

ao .......... , baTe ton-A o!MI the beslaaiJIC ot boo~ 

uu la the J'U" ._,, -17. til&\ ot hoWac ..- _.. 

• 1oac u pooalllle u4 of n-uac oa17- ollllp4 

to .. eo. llaab a _,. .. ot ..,u .. -. requln • creator 

ozpea4Uv• ot tllllb ....,, ill l>ar Cll'laloa the nwru for 

that ~liP• Dill ture voul4 be tlllbot&Dtlal. 
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~·~' TREASURY DEPARTMENT 
<l~ 

<; -... / 
~ ....... t .... 

... ~ 

INTU OI"FlCE COMNUNlCATION 

1.14 
../ 

,l,l Ulll5 oa h~ 21 ICl' , Daft IIM•br et hov1Uoo - •unp tolop•eao4 
• · 1o oa14 \loa' Ill'. Qaiaa , repr!-"-ac u u.-otua' trut ,...., 1a •• York 
'llJd MI. 'Hoa la h'Uil •Uit. I , !I· C., ~ u.N .._.,, \lla' tlt.o Jr1Uu .,..., ._ 
llllbl41rtotlT •Uit. on.rlou fl.noa 'u \lt.o llh·eot• 1a r....-. to oalo et ureot -..,._ .. u tlt.lo -tJT . ......... h kaew ..... . . c. u..u p ..... tlffeot-
llc llal.- \1\woa Qlo1aa - l1r --r~. 

I hU ICl'. lelt•br \llat 1 -a ~ r- \II& e&noo -"toll 1 11M clwa lt.lo 
otttoo .nor a paro-.1 -!'&Uoari\lt. lir ..._ r-u. -IJ.T, tlt.a\ all ,.n1oo 
~ h .... "-t .rn .. , llal'o 1a ~tor ut-tt.a '""' or ••-
loot wi\k ll1r • ....._ '-*' • .ttl .. - Uo ra.tliU olt.o'ol.t 'Ill ret..,... 41reo\J.T to 
u. •' 15 Jroel. 11\no\, ..., York, 1a oaro .t tlt.o :lrlUolt. Pvlll"''ac o.-1oa1oa. 
,.._ 1114 tloat lt.o null.& tlt.lo .. _ t .... ... 'IIIU \llat ~.....a lt.oaUu\ 
Ia \okbl noll. a foi'WI'4 .. .,. 1 a.- llr. !Wo•lrpr tllat 1111' llb&M1 o r.,.na lit 

r '"'1oro aa4 tlt.alr ottono to la\~o- lt.1a la tlt.olr propoolUoai 1a41•tl4 M -ooln ' 
•• tiM part .t •• York .,,,.,_.,, - op1a tolt lt.1i tlt.o !r•IVJ ,.., 

un~UilJ faUwlac \II& poliq ._.._. .. '117 r-ook. ritlt.oat u11:1ac 1117 oxoopU•• 
ot epool.al pl.ae&oro. 

,._ ... . ~ ...... 1 ...... ritlt. \lt.o ._ .. 11'7 .. '*'llniJT 211 1 -'1•&14 tlt.o "'" ........ u... ... . ath '"'" \llat Mr . .... _..... w. ........ ntlt. 111a •• tiM 
~ ..a •• o-'lac "- a •- - h tlt.o 1Mret117 btiatlac \lie pooplo ...., 
W Mia u toaolt. ntlt. 1t.1a -ora1ac JrlUIIl llioo\ law-h, - aoklac .&..too 
Ia \M Jl'alou. !lt.o loero\aJT took tile poaltloa' \W \lt.e poltq et rlltorrlac eftrT­
.. &Uia'I.T h l1r Ill-P-* lllnlt \o tou...e& '117 tlt.o I . :1. C. •• ...U •• "' 
1M "--7, oe& tllal tlt.oro alwaU aet \o- ...,..lac lit '"' poliq '-....-
1. I . 0. ~ -• tllea ... ott leer la tile !.1 __, . !lt.o '""'11'7 ..U lie 
w, llo.&Goa •-....- ... "* \lt.e aett .... lac et h'lnol7 25 tiM loorltaJ7 roab414 
1M II'"P ••• 11e uatroa ,.._. .... Yeac " 11.1• ......,.. ..tn tiM ~rut• rvoaelac 
Onoiuln all4 tllat 1 'Ill tile oea'-t ri\11. tlt.o Jrid• .-..,. - lie aoko4 'IIM\IIel' 
llf If tM otlt.or offleora 11M 41roo\ outaet •Uit. tiM ••••, .... r.. .._.,, u4 
~. 1\a\14 tllat \lt.q ..nt..o ..;, a.,tort . 1 .._ ..... tile\ tlt.lo lt.e& 'llooa acrol4 
""· t1aoo I\ .,tort Uelt ritlt. oorlaia olt.i:ppbc attoro tllt.1olt. • • Clu\oa ooa~rol.ll4 , 
101. tcoaol nol1T "''t oa to ell ... , PUle oa Jere lea Pwo4o u.Uoro at\ or lt.e lt.e& fUI4 
kloa-r..aa oa tlt.lo R\Joo\ -.!.tit. .. , 

/~ 
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s.M.Jr: 

operator: 

Davie! 
Schenker: 

H.ll .Jr: 

S: 

H.I!.Jr: 

S: 

H.K.Jr: 

S: 

H.M.Jr: 

8: 

Hello. 

Kr. Bohenlter. 

rebi'Ual'J 28, 1941 
11145 a ••• 

Hello, Kr. Beoretarr . 

Hello. 

I'a aorrr to bother JOU but Kr. Quinn baa 
ooae to Waeblngton and 117 phone literallJ baa 
been ringing i nnwaerable t1au every day v1 th 
reapeot to that Brltieh a tuat1on. 

I'• going to be available lt ):00. 

Well, aaJ we COlle over tor 5 ainutte? 

Who ie we? 

Juet P'ranlt Quinn and 11Q' eelt. 

Sure. 

Fine. Thanlt you. 
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February 28, 1941 
11:50 a.m. 1- 1-1 P ~ "G .J...o 

(' c ,.., _ • .~~, ..f.-v'1. ... \ 

P.E AID TO BRITA Dl 

Present: 

Gaston: 

H.Li. Jr: 

Gaston: 

H .~· .Jr: 

Gaston: 

\.aesche: 

H.l.l.Jr: 

Waesche: 

Mr. Gaston 
Admiral \Vaesche 
Urs. Klotz 

!irs . Herbert is typing the last few lines of 
a letter to the President for your signature. 

What do I do, read this? 

There is a memorandum that was really prepared 
before the discussion with the Navy Department 
on the status of these cutters. 

Should I read this? Have you got a copy of 
this? 

No, I haven't a copy of that. 

I don ' t think it is necessary for you to read 
that, Mr. Secretary. I can just tell you in 
a very fan words what it contains . 

Please. 

That simply gives you the present state of . 
conversi on of t hese ships for Navy use, and 1t 
runs al l t he way from the Shoshone, which hasn't 
been touched, to one of the other vessels, 
which is almost completed. Under the present 
plans, the Navy of course have not given pri­
ority to all of those ships . They have been 
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given priorit,r before which they expect to 
use on the ones in the Caribbean Sea . In the 
present setup those ships would not be ready 
until April or May with those particular type 
of guns. When I took i t up with the Navy 
yesterday, there wee no quastion in their 
mind that the British would not want that arma­
ment, and they simply said, ~e are not going 
to send these guns over on these ships for the 
Briti sh to take off and use them for something 
else.• They were very positive those were not 
the guns which the British would use . Then 
we cabled London yesterday to find out what 
armament the British would want on these ships, 
so that practically scraps that whole conver­
sion program. As far as the material alreaQ7 
in the ships are concerned, the machinery and 
the hull are in the pink of condition, all ten 
of t hem, and it is only a question now of find­
out what the British want put on there, and as 
soon as we get that word, the Navy have told 
me they would give me an estimated date--

Let me interruptyou. I hope you didn't con­
aider just the armament. Let me tell you what 
happened in the case of the destroyers. M1 
informant is the President of the United 
States . One of the many reason wbJ there. was 
such delay in putting these destroyers in the 
service, I understand they have four boilers 
each, and the English took one boiler out in 
order to make room for more full capacity. 
They said they could ket along with leas speed, 
but they wanted them to stay out longer. And 
then on the bridge of our destroyers , it is 
covered with steel, and they find that they 
have lost more men from broken necks because 
when they dropped these bombs the concussion 
throws the men up, and they hit their heads 
on the tov of these steel roofs, and they 
break the1r necks. Furthermore, they want to 
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Ylaeache: 

H.ll. Jr: 

VIae ache: 

-a .. 

~ able to "' the plaaoo 1dleD thq .... 
't'horoforo, tbe7 r•O\'ed the t~ of all thtae 
brldgeo. low, the polnt of tho ato1'7 1a 
the bridge ia open, there 1o no protoot1~1 so - i! we are going to do thia thlng ao tne7 
will be able to uae thaa thio apriug, the 
Englhh ought to be able to aee the or han 
a plan of 'Eh1111 and a&J, "To put the 1Dto 
nnice, this ia what we need. • So whan the7 
leave and are delivered up to Halifax, theae 
thlnge are 1D the condition the7 want, not 
just aa to guna, but en1"7th1Dg. So it 7011 
could - it JOU didn't lllllte 1t all 1Dcluai n, 
I would aalt the Brl thh - here h the trpe of 
ahip we are think~ of letting the han UDder 
tho Lend-Lean. t would JOU want done to 
thia ehip ao that when it is delivered to Bali­
fax, the next day it goea into aenioe with the 
firat oonvo7 that goea out,• JOU see. 

Yes, air. 

Or if thia ahip ia of no us~1 all right. low, 
I should thinlt one of the t111nga which would 
help th• would be, it JOU haven't got a un 
in Balitu:, acd one up there and let h1a take 
a look at these ones the Canadiau are bulldiDg, 
how are the7 equipped. 

These new Conettes which the7 are buildlng -
but it would be better, I thlnlt, to let the 
Br1tiah aaJ, -uere, now this is fine and wonder­
f ul , but we want the following thinge done to 
these ships before we can un the under our 
i deaa . • There ia no use arguing with the. 
Unless -th117 were 1D condition ao that they can 
be uaed this spring, I would lose moat of mT 
interest . Now, ia thet plain what I am aa7ing? 

Yea, sir. 
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Gaston: 

HJ!.Jr: 

i.'aesche: 

II.V. J r: 

Waesohe: 

H.l!. Jr: 

\'iaesche: 

- 4 -

Of course the ships thamaolvoa can all be 
delivered right now. 

11.9 

I know, Herbert, but if you aond than over to 
England and they go through the thing, it is 
another three months, and the whole idea is 
lost, but if thet have - as I understand it, 
these convoys go over of from 40 to 60 ships 
and they are having one, two, or three destr~y­
ers, that is all, for the whole thing. I mean 
and that is wb,y they are losing so many. They' 
only have, I understand, sometimes as few as 
two. Have you heard that? 

Yea, sir, I have. I was talking to the Navy 
yesterday. 

A1!l I right? 

Yes, sir and also they were saying - they 
talked about those convoys over there yesterday. 
They were sayinf that the guns that we have on 
these ships ~ou d not atop those German planes, 
that t hey usually report those German bombers 
come down there and shoot over those convoys 
about two hundred feet up in the air and one 
bomb to each merchant ship. 

But the point I am getting at is, from their 
daily experience there are undoubtedly things 
that ther want . We can do those things very, 
very rat>1dly here, so that they get them in 
the spr1ng, and I don ' t want them to leave 
here and have than lie over in some port in 
England for three months. 

The only question in my mind is, of course, 
whether the Navy is to make these arrangement s 
with the Brit ish by putting the Navy in there, 

Regraded Uclassified



H.IJ.Jr: 

l'.'aesche : 

Gaston: 

H.LI.Jr: 

Gaston: 

B.!.!.Jr: 

Gaston: 

H.!I.Jr: 

120 
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which,of course, I think it is a NaT,V job 
but I am not in a poaition to go over and' tell 
the Navy I want thmn to do this, that, and the 
other thing. 

Well, I am, and so is the President . Don't 
hesitate about that. I will drive it home. 

To mf mind, just as you aay, there should be 
somebody fran the British authorities who knows 
what they want come do1111 here with the HaT,V and 
Coast Guard and say, -uere is the ship. Now 
what do you want done t o it?" 

Yes . The final thing i s to f ind out nhat the 
British want done. 

They have got the people here. 

Make a note , Herbert, please1 gross tonnage of 
the earlier five, I woul d like to bave you give 
the date of when t hose are available. The 
meeting is tomorrow morning. I just got word. 

Twenty- eight and twenty-nine t he first five , 
and thirty-one and thirty-two the second five. 

Now, if you don 1 t mind, I would change this 
letter. It isn't what I want . I would simply 
put in here, ~e have asked the Navy to ascer­
tain from the-Br itish what will be necessary 
to convert these ships ao that the1 would be 
ready to be put to the use that they want and 
depending upon what we hear from the British 
and depend;~~ upon the speed with which the 
Navy will e it avai lable, we are unable to 
tell you," you see. 

Yes . 

In ot her words, there aro two factors , one, 
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Gaston: 

B.li.Jr : 

Gt.ston: 

B.ll. Jr : 

Gaston: 

B.Jl. Jr: 

Gt.aton: 

H.I.!.Jr: 

Gt.aton: 

B.li.Jr: 

Gt.aton: 

H.li.Jr: 

Gt.aton: 

H.ll.Jr: 

Gas ton: 

121 
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11o1r tuloklr tU Br1 tilh oan 1et th• • ua. t.o 
how qu1ck17 omo cnm Jla"7 oan act on ~. • 

That h juat llating 'llb&t 11 being done now 
and then I 1&1 in tile laet paragraph-- ' 

I think it ia contueing, it 70n don • t 11.ind 
all that etutf 111&7 c011e off. ' 

Yea. 

I would eillpq, alter the firet paragraph, in­
troduce a new paragraph iD place of thie one. 

The eeccnd paragraph there ie deecriptiYe of the 
boate, I think. 

No. 

Isn't it? 

No. I would cut thie out because what we are 
doing now may be of no use to the British. 

Yea, we realize that. 

So I would juat say with the exception of one -
then I wou1a 1&1 we are ultinlt the English and 
when we hear frca that, we will put it up to 
the 1&"7 and it will depend en how quicltlf the 
1&"7 will do it. We can than tell 7ou. 

It ia realq the Na"7 that hae asked the British. 

Well, say eo. 

Yea. 

You sa7 they could probably all be completed b7 
lrarch 15. 

That was the old changes . 
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B.li.Jr: Well, J'UI1 ban got this time ll.mi t here. 

t 
Gtaton: Yee . 

H.J,[. Jr: I just think fOU could sa~, with the exception 

' 
of one, th17 are all on t e Weat Coast; and 
then, however, we do not know what al'llallent 
the British will desire, and the NaYJ ~art-
ment baa asked and ao forth. Tiae of del ney 
would therefore depend on that. Now, i! rou 
will fix that up and get it haole to me thla 
afternoon. 

Gaston: Yea. Now, we ban--

H.ll.Jr: Now, there should be a c~anion letter which 
would go with it - oh, I t inlt I would put it 
on the aame thing. "Now, llr. Preaidenil it we 
do this, the Coast Guard needs the !o owing 
in exchange . • I would put it right in the same 
letter. 

Gtaton: Well, there ia the other thing too, o! what 
this ia going to do to our present aetthf. 
We can't get ships ilaediatel7. What a ia clng to aean to ua, and what help we will 

ve to have in being able to cover our -
there ia a 1U11110rand1111 on that. 

B.II.Jr: Do rou understand what I want on this letter? 

Gtaton: Yea . 

B.l!.Jr: Don't ear the President's aaergencr fund, be-
oauae he alft11 hits the oeilinfi on that. Saf 
the de!iciencr aaproiriation. e aaya there 11 
no smer~encr fun • e ears that oonsietentlr, 
eo 117 e!iciencr appropriation. 

Gaston: Should we cover this in the same letter? 
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Gaston: 

H.ll.Jr: 

Gaston: 

H.lo!.Jr: 

Gaston: 

B.l.!. Jr: 

Gaston: 

~aeache: 

Gaston: 

- 8 -

Yea, I would. 

And summarise that whole situation in the same 
letter. 

Yea, I would. 

The International Ice ~trol is rather an in­
volved subject. 

&It it is brief and abort . I would put it all 
in one letter so I can have it before I go 
hcae. 

Now, on the type of ahipa-­

Oh, fee. 

The Admiral had a msmorandum here suggesting 
initiall7 what the NaTT would undoubhdl7 n.nt 
is the 327 footers, but adding to that what he 
wants and the service men want would be an 
alternate, and I thinlt we had better turn that 
around and aa7 nothing about the 327 footers, 
and a&f what we reall.J want. What we reallf 
want in the Admiral's opinion, the opinion ov•r 
there, is a vessel of the CaJUga-Cbaaplain type 
but lengthened to 210 feet and with more power 
eo aa to give he.r 20 knota apeed and still make 
here a uaable boat for Coast Guard purposes. 

In other words, speed is detenninate . We feel 
our seagoing veasels should have 20 knots speed. 
Then when 70u start with the speed, that de­
termines the length and the power and to get 
20 knots rou have got to have a vessel about 
310 feet ong. 

It ocate about a halt million leas per vessel 
than the Bibb type. 
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H.II.Jr: 

faeache: 
• 

H.II.Jr: 

W.eache: 
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Do 7R a1ad it I 41tfer with JOU'l lhat I would 
ask, ana I think froa the ataadpoint of aational 
defa .. , looldu after ne1'71:hing elae, I would 
like 7011 to tell me, in order to-keep free of 
ice, all of the Atlantic porta, to keep free of 
ice our baae at llewtoundlind, to han enough 
ahipa to ead up to Greenland and to Iceland, 
I would put that in tiret because I think it 
caaea tirat, and I think, in the long run, that 
Coaat Guard haa a - haa more justification tor 
ita exiatence, it ia more popular with the 
Congreamaen, aore political appeal in the broader 
aaaet than it JOU get into thia other thing, 
thia C1eep aeagoing atutt1 which, with the N&17 
ao big &DJW&7 - I don't cow. 

I follow JOU veey oloaelJ. The onlJ reeaon we 
need the seagoing ahipa at all ia tor these 
special cruiaea and--

Now, look, Admiral, fOU are not going to be 
doing those . Let's be frank. You are not going 
t o be doing those, but it I can 117 and JOU can ••1 to the Congreeaan, •uter all, here are eo 
~ harbors that we cannot keep opan, eo III&DJ 
inli.nd lakee -.here the7 can 1 t bring the iron 
Ore du:iftand it JOU are going to expect US to 
keep u open, becau.. the Canadians don 1 t 
haTe &D1 ice braakera, I take it--• 

That ie right • 

•Ana 1t 7011 expect ua to go to Greenland or 
Iceland - now there ia the talk, JOU know, of 
ahipping to Iceland and then t rana-ahipping 
!ram there to England. There ie a Job for 
Coaat Guard to do. • 

ot courae the tTPe ot ahip which h beet suited 
for that sort of work is this tJPe that we are 
planning to use, the tJPe of the CaJU&&· 

Regraded Uclassified



Gaston: 
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H.II.Jr: 

l'laeache: 

H.U.Jr: 

taeache : 
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The large 310 boat ia what he ie talking 
about. If you are going to do deen eea work 
and after all, the Coast Guard can't abandon' 
its function of rescue at sea, and if you are 
going to do that type of work, you have to have 
a ship that ie workable in heaT,V eeae. You 
can't have these mnall ships that pitch all 
over and stand on their noses in heavy seas. 

Now, Herbert, let's be practical. Would you 

i leue give me a list, what - this ship for 
natance, the one like you had in Cleve~d 

it ia a-- ' 

J. hundred and aixq-five teet long. 

That is an ice breaker, isn't it? 

Yea, air. 

Vfuat I want to know is, whatever that one is, 
that type of ship, how many do you need of 
those and how m4n1 smaller ones do you want 
and what would they coat, and I certainly would 
give those priority over deep sea rescue work. 

I agree, llr. Secretary 1 but I think you will 
find that - well, 225 to 260 foot is the type 
of ship we want. For example, we got :~=:­
priatione !rca Congreaa to build a Gre d 
cutter to break the ice up there. We studied 
the ahipa a.-ound Greanland. We had boys in 
Waahington who had been aboard all these ships . 
We started out with a 200-!oot ehip, and ~th 
and all the people who were up there in Green­
land came down and said i t wee too abort, so 
we have now raised it t o 230 feet . Now then, 
from 230 feet - as a matter of fact, ~th, 
Iceb•rg Smith, wanted a 250-!oot ship !or the 
Greenland cutter to go up there and work in the 
ice, to be able to take care of herself in 
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H.ll. Jr: 

Waesche: 

B.ll. Jr: 

Waesche: 

H.!J.Jr: 

Gaston: 
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heavy seas and heavy rlea that are going 
around the south coas of Greenland, and going 
into Newfoundland and so forth, and when you 
get below 250 foot • you take the Escanaba--

Now look, I want two different things. One 
that can ~o up to Greenland and Iceland or 
whatever lS necessary and whatever is the most 
efficient ship. They keep getting bigger and 
bigger all the time . These Corvettes that 
they have are much smaller than your boats, 
that the1 are building in Canada. They are 
what, 250 feet? 

I think the1 are, 1ea, air. 

I want to know how many - don't blow it up -
of the big ones do you needi seagoing ice 
breakers, see, and what wil they coat and 
how ma01 do you need for the harbor work that 
won ' t go to sea? Now, can I get a list of that? 

Yea, air. 

And see how much they coat . 

Yes, sir. 

And if you gentl~en will be back here again 
at four o'clock, I will see you at four o' clock. 

I will be back at four. 

And then after fOU have got that and totaled 
that, then we w1ll t alk last about the thing 
that Herbert Gaston is talking about. 

Well , you are talking about tbe same thing. If 
you get a heavy ice breaker type of around 250 
feet, you have got an all-purpose boat that can 
go out to sea and work, but these - this Itasca 
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H.W.Jr: 

V.'aesche: 

H.J.I .Jr: 

tlaesche: 

H.II.Jr: 

Ti'aeache: 

Gaston: 

Waesche: 

B.ll. Jr: 

t7Pe h a o-,prcaJ.1e \'ellel. She illlot a 
good ice breaker or sea boat, elther ODe. 

What I am asking for ia from ;your experience 
what ie the beat trpe of thing that will work 
in heavr ice and can go - clean cut Halifax 
or clean out the Newfoundland base or can go 
to Greenland or Iceland, and t hen I know what 
I am talking about. That ia & function that 
the Coast Guard should he.ve and ;you can defend 
but &a soon aa ;you get into the other thing, ' 
;you are going to be in something that the NaYJ 
wants. 

I follow ;you, and I agree with ;you 100 percent. 

If ;you don ' t, don't aa;r so, but be back here e.t 
four o'clock with Mr. G&aton, how many of these 
big fellows do ;you want e.nd how man;y do ;rou 
need, how many more do ;you need to do the harbor 
work, which ia a different t7Pe of thing, isn't 
it. 

Yes. 

Running from here - the Bud a en up to Alban;y, 
;you don' t need that type of boat, do ;you? 

No, air. 

One hundred twent;y-fin foot. 

We have given that conaider&ble thought in the 
Coe.at Guard, and we feel we can consolidate 
our needs into about three classes of ships. 
One would be of the Cayuga claaa, 250 teet. 
The onl;r reason we shot it up to SOO feet, we 
did feel that we should have more speed in it. 

That is where ;you and I differ. You are think­
ing of 20 knots e.nd I &Ill thinking of the beat 

Regraded Uclassified



Waesche: 

H.II. Jr: 

Gaston: 

·H.Il.Jr : 

Gaston: 

H.l!.Jr: 

Gaston: 

t."aesche: 

H.ll.Jr: 

Waeache: 
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ehip tu brealt ice. You 0&11' t fet an ice 
bre&lcer with a beam that io go ng to go 20 
knots . .&Ill I right? 
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That is true, and of oourse the second type 
was this intermediate type of around 175 feet 
and the third tTPe was around a small 80-foot' 
boat for the harbors . 

Come beck thinking in term. of ice . 

Then maybe we want to go into the question of 
whether we want a big lee cutter that can 
actually break bea'f1 ioo. This count17 has 
none except the car fer17 up on Lake Yichigan. 
The Russians have them. 

I think we should have them. 

We have never had anything that will reall1 
break any ice . 

I waa talking about something like the Russians 
have that will break ice up in Greenland and 
Newfoundland. 

That ia a different ship. 

That is a much different ship, and of course 
it is a l.al"ge ship. 'l'he1 have got to get weight . 
These two ice breakers up on the lakes are three 
thousand-ton ships, over 300 feet long. 

Do you know bow to build one? 

Oh, res . As a matter of fact, we have the plana 
of the Russian ice breakers over t here. 

But will rou think of ice breakers and not in 
terms of speed? 
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B.JI.Jr: 

T/aeaohe: 

B.JL.Jr: 

laetohe: 

B.li.Jr: 

Gaston: 

B.li.Jr: 

lleoaue 7W ou.•t get u. lot l!PtUer witll 
~~''"· 
lo, tht two doll't go together. 

Thill th1llk about it, and th111 ear1 • "JJr. Korgen­
thau, •• will want thb kind of 1111p. • . 

I! I talked. to h1a "JJr. Prealdeat, I -.nt tht 
Coa1t Guard - and lt h tho plaoe for Coaet 
Gaard toke~ th11 ~open Gr11nlnd, low­
foiDldland, Iceland, • he h cc!ng to l1b it, 
and I th!Jik I a golllg to get 1canhere. I 
han failed nei'J tiae up to now, and we ban 
failed beoauee the laYJ etlok1 a da~&er 1D our 
back on thb thing. I don't think the{bj!kt to 

fet in th11 lee br~fn:u1lne11. I it 
1 a tunotlon, and I it 11 a ohance of 

kee,lng Coaat Guard golnc, 10 plea11 don't ti'J 
to a that 20-knot thing d01111 ae beoaue I 
can t • I haTe bean UDIUOCellful with the 
Prt~ldtDt now for 1ntD Je&PI, 

.lll right, air, I real111 JOUI' poll tlon. 

!hlnk it onr, Bvbtrt. 

.lll right. 

FOIU' o'clock 
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Febl'IIU'7 28, lNl 

Del!-r llr. President : 

The Coast Guard cutters which seem most suitable 
tor convoy work are the ten vessels o! the 250 toot claa5 built between 1928 and 1932. The veuels are the CAYUG!, 
Cli.UIPLAIN, CHEI.lN, ITASCA, llENDOT.l, PON'l'CHARTRAilf 
SARANAC, SEB!GO, SHOSHONE, and TAHOE. The onr-ill 
length o! each ia 250 !eet, molded bella 42 teet, •xlwm 
draft 16 feet, displacement 1, 979 tons1 speed 16 knots. 
The groaa tonnage ot the earlier live built is 1,632 and 
or the later five , because o! minor changes in internal 
arrangement, is 1, 573. All are oil burning turbo­
electric. The earlie.r tive develop 3,000 horse power and 
the later five 3, 200. 

With the exception of one , the SHOSHONE, all of 
the vessels are now on the east coast and all are in such 
condition as to hull and machinery that they could be 
turned over immediatel7. We are, however, in process ot 
adding additional armament to all of tham to put them on 
a war baaia. 'l'his work includes degaussing, under water 
sound equipment, addition ot searchligllts, depth charga 
racks, range finders and additional guns. .lrlument as 
agreed to with the Ravr would include two 5 inch broad­
side guns, three 3 inch, 50 caliber anti-aircraft guns, 
four 50 caliber machine guns and one I gun tor depth 
charges. 

'ftle Mavr has agreed to give, at your direction, 
urgent priority to completing these ahanges and they 
could probabl1 all be completed by llarch 15, with the ex­
ception of one veesel, the SHOSHO~, which is enroute from 
the Paoifio Coast . With respect to this vessel, it would 
probabl7 take about two weeks longer. 
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BcrnYer, w do not lmow what Al'IIIUnt the Brlthh 
would dull'e and the la"7 Dep&l't.ient baa asked the 111'1t11h 
to cable adY1oe on thla point. Tt.e ot del1Yerf would 
therefore depend on what replT we get fl'om the Bl'1t1ah. 

RespeottullT, 

Seol'et&J7 ot the 'h-n1UJ7. 

The Prelident, 

The White House. 

• 
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O.TC l+wz M, 1") 

~ I .., • ...,. ..... ?' • h., 
,......,. ., tile fnula7, 

- DPU S"ll•tlllllar. 

I • 11...-ital •...tlal,.... aa it.ised lin of tale 1aqodr1• 
I ban receiYed with r.peot to tale Briu.b direct !mwtMDt.o 1a 
t.bie colllltJ')'. 

1. c,...u Qo.Um, of fri-cc.tiActel CoJpOreti..,, -Ion, 1. r ., 
- r...-- • .u.tut1al ....-p of l..DTeeb xt c 'liP '•· 

2 • .lrtla&r ......... of we... ColpOretioD. 

3. Wilder 8ell"'Q'1 of tale latiOIIIl lloa4 aDd Sllare COJpOraticm, 

... ton, • · r. 
4. lll1**l llaOratal, of liMr1caD OeMral ColpOraticm ud a 

, upr•ctau .... of tile liDited Stat• It Foreip Secviti• 
CorporatioD. 

S. J'raDk ll;ru, of Jolm J, Jraa It Soa.e, 40 Worth Street, 
I• York, I, I, 1 Wortb 2-34231 wbo repre.s81lto a Crollp 
iatareeted 1a parobuiae .IMr1oaa Viaoooe Co. 

6. CarlL Loell, of 'llln•• It Co. , 61 lr I J 1 -Ion, 
1. t., - are ~ 1a tbe pva~oaae of 

Ollt, J.W. 1 IM\GD1 
llo9r1l of .IMrioa, lDo • 1 1'1Uladelpll1& I 
liarUI!T 11 llazwllada Co •I 
I, t , J'reDoll Co., loob..ter, I. I, 

7. PreUie J., c-li!T, ~ •nd1DC1 11ultillctOD1 D. C. , 
lep~hHo 6al61 of J'J"IIJOrl ,h',.... Co,,- r,.....cta a 

C1"0Q - are ~ 11 pvaloU1ac uq ol>Ccal ~ 
ll1a1lt& pre~ •ni• of tile Briu.ll. 

8. Doaald laDCI"'Iddc, doe preeidct of lloociT'• lll\'utoro 
Senice, -ron, 1. I. 'IIIIo 11 ~ 1a tile OXford 
thlberl1t7 Preoa e>r uq ot.l>er pv.bl'""'"C c~H o.._t 

b,r tile Briu.b. 

9. ~raeet ~. 40 Wall street, •• tort<, •· 1., 11111~ 
3-5031, 111to r,.....- a croiiP wbo 1o ater.ated 1a 

pv.rcbuiaS Daalap firM. 
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10. Artllla' ..... ., .. w ........ a.. .• 2a -.n o60UI 
~ . ._:':i •· r., ~ :Z..7JOO, ..... u ~ 
111 8. t.ft Co., -- lal. .. COI'pOI'aUoa ud 
•• tort< leal IRate pru;..u... ' 

u. lb-. l'add.U, ot Banet, llen1.ok • Co., 6o wuu. strwt, 
... tort<. • • t., 'IIIIo npNII...t.lo • croup 1lbo u 1Dtereeted 
111 •• tort< ...-1 eortate ud dook ps o;en1• ot tile 
BrUUil 1a I• tori< C1t7. 

1.2. 'falter 1. llorrritt., ot llerrit.t ud Bup, )6 leet 44tll 
Street, ... tort<, I. t., a.rn;, 11U 2-o340, 'IIIIo 1epa uat.a 
• P'O"P 1JJ\ereeted 1a 

... , ..... ,,._.. Co. , IDe., !w+zboe, I.I.J 
CJa].ox I.td. J 
Yarcllq • Co. J 
.._ 6; .. lltm?IJII fobaooo Co.J ud 
mall drap ud ~1ca a,ul1•. 

1.). l'lcl7d B. Odla, ot .lt.lu CorporaUoa, wb1cb u 1.aterutad 
111 lllarroo&U Welle ... • Co., Illo., fl>okeboe, 1. t., 
aDd ot.ber e1tut1ooe. 

14. lfoNall I.. JCrva, ~ Bnl]dtnc, ... h111ctoa, D. c., 
D1atriot o63?, 1lbo ra;,...et.. a croup 111tereat.ec~ 111 
purohaaiJic tile laUoaal PorU&JJd C-.t.. 

15. Serp au..t.e1a, 6.3 'fall St.rwt, lld.WIIall .3-.3113.3, 
1lbo u 1JJ\ereeted 1a purohaaiDc tlla .. ,.h JdMriV 
1at.araat 1a tiM c:a.o.. COI'pOI'aUoa, tba ~b ' ... ,. 
or tile a.cJ'• -'-lV s.atere.t. 1a tbe ~~ 
Seovit.iae Co.,..,~ a~. 

16. s.t.rd J. m-t, 49 'fall St.rwt, I• tort<, l.t., 
..._... a-SLU. 

1?. "- ..,_, llt...,.m, lllclar, J- • Boutoa, 
99 Jollll av..t, ... tort<, •• t., lector 2--4646. 

18. Prualt •• llanlett., 8-' - • Co. , )W P1lle St.rwt, 
Sea J'luild.-, Califomia, hcJu 1.30.3. 

19. • ••• Dss ·-· Donlr, ""-........... DoYer 10)2. 

20. ~ ...._., x.n-, lleokar, P11h'• • llldra, 1 ~ 
La Salle ftna, Cld.cap, DJ1po1•. C•tral. SIJO. 
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Seor et ar, ~rgenthan 

E. H. Poley, Jr. 
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o•n Febl"'l&l'J 28, 19U 

At 2:30 o' olook this afternoon llr . Sullivan and I attended a 
conference at the office of Solicitor ~neral Biddle, With ua 
nre llessra. Wenchel and K&des , 

Representing the Department of Justice in addition to Solicitor 
General Biddle were J.aaiatant J.ttorneys ~neral Clark and Shea, 
Special J.asiatanta to the J.ttorney ~neral Gardner, Kef, Raum and 
freed¥, and llr. Sidney Kaplan, one of llr. Shea' s princ1pal assistants . 

The fir st question discussed was whether or not the Government 
should ask the United States Supreme Court to review the case of 
Standard Oil Co . v . Lee, decided by t he Supreme Court of Florida on 
~cember 20, 1940 (199 So, 325] . This case involves the question 
whether sales of gasoline , by the Standard Oil Comp8J11 to contractor s 
for use in ths construction of the Naval Air Station at Jacksonville 
~ch is being built by the United States on a cost plus basis, are 
taxable under the Florida Gil.soline Tax J.ct. The Court held that al­
though the tax falls ultimately upon the Federal Government and in­
creases the cost to the Government , the burden was consequential and 
r~te and that the tax was therefore constitutional. 

I stated that I thought the Govermaent should ask for a reTiew 
ot the case and argue in the Supreme Court that the tax was consti­
tutional urging the Court to overrule earlier cases to the contrary. 
[Panhandle Oil Co, T . lUaaissippi, (1928) 277 U, S, 218; Indiana 
!iOtocycle CO. T o united States, (1981) 283 U. S, 570] · . 

Mr . Shea stated that he took a contrary view of the case ; i .e., 
that he wanted the Department of Ju.stice to ask for cettiorari and 
argue in the Supreme Court that the tax was unconstitutional. J.l­
though Solicitor ~neral Biddle did not express himself , it was clear 
that none ot the other represent atives of the Department of Justice , 
except possibly Yr. Kaplan, agreed with Yr. Shea, llr. Shea then 
stated that he thought that, if the Supr eme Court was asked to review 
the case on this basis the Department of Justice should recollmlend 
l!gislation prohibitug the imposition of sales, gross receipts, and 
•ilallar taxes upon transactions involving national defense matters. 
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lfr, Sullinn atatea that introduction of such legialation enn 
i! it d.id not pass, would kill &llf chance of enacting a statut; at 
this session subjeotillg future iaeues ot st&te ana lllllllicipal securi ­
ties to t he Federal income tax. I t ook the same position and stated 
that I felt that the Treasury's position was the same as that taken 
by the Attorney General in a letter to you dated April 17, 1939 re­
lnt~ to a proposal that the California Retail Sales Tax be chal­
lenged with respect to Government purchases, in which the .f.ttorney 
General had said: 

"Resistance t o the tax coming f r om the Feaeral Government 
would be inconsistent with the poeition of the Govel'lll:lent 
generally in cases involving constitutional l WJmitJ f r aa 
taxation. • 

This is consistent with the position which Solicitor General 
Reed took when he appearea before the Court in J1111es v. Dravo Contract­
inP. Co. , [ (1937) 302 U. S. 134) , and which has been the ld!iliilatration· 
porrey:-aince that time. lfr. Clark agreed with me that but for this 
policy we woula not have progressed toward eliminating tax- exempt 
securities and salaries . 

The Solicitor General then expressed the opinion that he felt 
the proper course was to go before the Supreme Court in the Standard 
Q!! case, present~ in a neutral fashion, both aides of the contro­
nrq, with a view £o gettillg a final aetel'lllina.tion by the Supreme 
Court of the validity of nonaiscrimina.tory taxes applicable to sales 
to the United States, or its agencies, and not to ask for legislation 
at this session, but that he would submit t he entire matter t o the 
ittorney General for his decision. 

After a rather aeaul.tory aiacuaaion concerning th.e applicability 
ot state price fixillg (fair trade) laws to sales and deliver ies t o 
the Federal Gover!llllent, I pointed out that )fr , Oliphant in 1937 had 
ruled that the Treasury's contract with Sears Robuck for tires to be 
delivered in Colorado no enforcenble notwithstanding the fact that 
Sears Robuck may have violated the Colore.do statute forbidding sales 
below cost; and, further, that the Comptroller General had advised 
the Treasury that state sales taxes could be paid aa part of the cost 
ot goods purchased for the Government, whenever it was neceaaary under 
atate judicial decisions to PI¥ the tax. Jlr . Gardner asked for a copy 
ot the opinion of Kr. Oliphant and references to the Comptroller 
General ' a decision, which 118 are aendillg to the Department of Justice. 
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I then asked for an expression of opinion from those present 
upon t he desirability of proceedinst against bondholders of the Port 
ot !lew York Authority, as recommenl!ed in fll1 memorandum to you of 
February 21, 1941. Eve~ one agreed that it ought t o be done prompt­
ly exoept 11r. Raum who dld not feel that the constitutional issue 
would bo settled in the case . In view of 1lr . Raum' s reluctance , 
the Solicitor ~neral said he would like to consider the mat tel' for 
a few days and asked me to give 1lr. Raum a memorandum. I gave him 
a copy of f111 memorandum to you. 

As a result of the conference 11r . Sullivan and I both feel that 
it 110uld be extremely bad policy fol' the J.dmlnistration to ask for 
le~islation of the character suggested b7 the Department of Justice 
lliuch 110uld grant state tax imnnit7 to defense contractors. We also 
feel t b.at the fact that there was onl7 one dissent expressed against 
our inatitutinst a test case in connection with Port J.uthority bonds 
confirms our view that this is soun~mh!ic7 and w1ll aid materiall7 
in securing ultimately a statute el ting future issues of tax-
exempt securities . . 

r}t'. ,~. 
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H.H.Jr: 

Operator: 

Secy. 
Vickard: 

R.H.Jr: 

H.K.Jr : 

'o': 

R.M.Jr: 

II: 

R.M.Jr: 

V: 

Hello. 

Secretary Wickard. 

February zs, 1941 
2: }7 P·•· 

1.44 

Hello. I Just had a call trom Pa Watson aaylng 
that our triend, Campbell, ia going to Europe 
beoauae t he Britiah want him, and he' a no t 
going otticially - he's Juat going. Do you 
know anything about that? 

I don ' t know a daan thing about it. I waa at 
the White House tor supper last night and he 
waa there. It'a the tirat tiae I eYer aet him 
and I waa aaazed to learn that he waa going ' 
to go. !hat waa the tirat that I knew about 
it. I thought the aatter waa dead because 
PurY1a ne•er mentioned it to ma again. 

Yea. Well, I didn't knew whether you knew that 
he waa going at all or not and that 1 a the reason 
I called you. 

No, I only learned ot it there and I met him, 
but what baa happened I don't know. 

Well, I underatand he' a not going otticially, 
but I understand that the 8ritiah ha•e requested 
him to come according to the 1nt orut1on that the 
Preaident baa had. Now, I know what kind ot an 
1naide worker he 1a and ha 1 a build up hia own 
easeL aa I told Pa Wataon, but Pa told ae that 
the ~oaa baa aald he may go it be wiabea and 
1t they want h1a to ooae eo I think the thing 
ia a oloaed ieaue. 

I think eo. 

Now, one other thing I want to talk to you about. 
Have you heard anything about whether Mr. Purv i s 
baa eome breakdown ot the British fruit requirementa? 

Not that I know ot. 

We ge t that trom aome other eouroea. One thing 
that g1vea ue trouble all the time ia that we 
hear from two different aouroea concerning the 
British requirements. Apparently they have a 
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H.M.Jr: 

V: 

li.K.Jr: 

V: 

B. II. Jr: 

V: 

H.H.Jr: 

V: 

R.II.Jr: 

V: 

R.II.Jr : 

V: 

H.M.Jr: 

V• 

H.M.Jr: 

V: 

- 2-

rood K1n1etrJ tbat gete one eet ot t1~Ure1 together and ooa.un1oetee wltb ue oYer here 
and, then eome or 1 t comes through Purvle. v1 don t know whlch one we ebould g1Ye our 
attention to. 

VbJ don't 70u eend t or Purv1e and bave a heart­
to-heart talk Wlth h1m. 

Have Pur.1e come over. 

I would. 

Vell, I expect tbat 1 e a good ldea. 

I 1d eend tor h1•. 

I tell JOU what we were dolng. J ou re ... ber 
the Preeldent aeked • • t o make eome •ta«J ot 
the refrigerated apace end we 're worklng on 
that. Ot couree lt we knew ebout what theJ 
wanted wh7 we could come a llttle more neel'lJ 
eet11t71ng the querJ ee to whether the epeoe 
would be adequate or not. 

Vall, Claude, I would eend t or h1m, and Juet 
tell h1m what 70u t old me. 

Y ... 

O.l. f 

Yeah. 

'fllank JOU, 

Should I - 1t the Prea1dent •&J• aft1th1ng 111bout 
111 getting ln touob with PurYU through J OU -
that 11 not neoeeear,? 

Ob, no. Juet call h1• up - don't bother -
JOU and I know eeob other well enough. 

All rlght. 

You won't baYe aft1 trouble wltb me. 

All rlgbt. Bow 11 th11 thing ehaplng up? 
Like we talked about tbe tlret ot t he week •• 
tar •• •••• • 

145 
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R.M.Jr: 

11: 

R. M.Jr: 

V: 

B.M.Jr : 

1: 

R.II. Jr: 

II: 

Ieaia, I Qlak 10. 

•• •• • •• far •• t he purebaa1nc ot •••••• 

t ou 111 I 4on' t know bow llal'1'f W1ll feel about 
the wboll thine but aa far u I'• ooaoiJ'alel 
vnUl 1t OI"Jitall1&11 I'd o1J'talnl7 oau up 
Pvnh. Later on a&Jbe llarr7 Will waat 70u 
t o do 1t through hla. 

I 11e. Well, I 41411 1 t know wbether there had 
been a117 tvrther 41eOU111on alone th1a l1ne or 
not. I ha4n 1 t heard an7th1ac froa tha llb1 u 
BOUII and I 41411 1 t know wbethiJ' JOU had &117 
aore 1ntoraat1oa 0 11 1t or not. 

lo, IIOt IIOW, Ud I 1 a IIOt t i"J111C to be 
elther. !here'• Juat noth1nc to tell. 

o.r. 
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H.M.Jr: 

'lm. 8. 
Knu~een: 

H.M.Jr: 

K: 

H. M.Jr : 

K: 

H.M.Jr; 

1: 

H.M,Jr: 

1: 

H.II.Jr: 

l: 

R. ll . Jr: 

k: 

ll.l• . Jr: 

Rallo. 

Tbh h Bill. 

Hello, Bill. 

Pebi'IIUJ It, Jt'l 
2:•1 p ••• 

When J'OU bad ue tor lunch JeaterdaJ, I 
didn't know the nuabera ot the planea that 
are oo•lng through that oarr7 the 2 3350 
englnea, and there are tour ot th... There 
are tvo 4-•otor bo•bere, B-29 end B-32; there 
1a a 2-motor bo•ber, 8-33 and there la a Bell 
pureu1t plane, P- &2. !be7 are all due ln 
October ot_thle 7ear. 

Nov thoee planee are going to have vbat kind 
ot an engine? 

The big •otor - the 2200 h.p. you vere talking 
about, the 3350. 

I 
Oh, they re going to take - did they take 
the Wright or the Pratt- Whitne7? 

No, they're taking the Wright. 

And thoae planee v1ll take the blg engine. 

!bat'e right. I knev that the7 were 1n 
deYelop•ent but I didn't know the nuabera ot 
th .. vhen I spoke to rou eo I thougbt I'd call 
J'OU and tell J'OU. 

But the Arm, baa no ordera tor thoee big 
enginn. 

Well , tb17 h&Ye nov in the 12,000 progr .. , 
J'OU ••• - 1n the program that tollowe thla 
t hey have theee engines. 

Oh, that ' e in the progra• vh1oh ie yet to co••· 

!bat'• right. 

Ot oouree I didn 1 t knov that. 
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l: 

R.M.Jr: 

I: 

H.M.Jr: 

1: 

H.H.Jr: 

I: 

li.M.Jr: 

I : 

H.M.Jr: 

X: 

H. M.Jr: 

- I! -

No. !bat'• the reaeon I oalled :rou vp to 
tell 7 ou that I knn the11 plan11 were ooalq 
through and the uln Pll't or the -cin11 :rou 
ebowld ae :reeterd&J or oouree were lor the 
•tratoepbere planet. You reaeaber that. 

That • • · rtcbt. 

But here are tour new deTelopaente. 

That'• a ~-engine ...... 
two ~-eng1nee, a 2- engine and a pureu1t. 

Yeah, eo there 11 eoaethlng ooalng along. 

Yea, air. 

And t he engine• will be 1noluded i n thla nezt 
prograa. 

Yea, alr. 

Well, that'• encouraging. 

All right. 

Thanlt :rou. 

1.48 
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l"eb~ 28, 1941 
8100 , ... 

RE AID TO BRIT.A.Ilf 

Present: 

Schenker: 

H.M.Jr: 

Schenker: 

H.!LJr: 

Schenker: 

Jflo. Cochran 
Jflo. 1lhi te 
Jflo. ~ 
Jfr. Schenker 

Jflo. Secretary, I han had quite a t .. requests 
troa people Who are ostensib~ reputable --

Like Kzo. QJ.inn? 

(Laughter. ) 

He is superficial. 

I see. I tuet wanted to be IUl'e. 

And of oouree these people keep calling .. , aa 
Jto. QWm baa been o&lllng •· IOif, I feel 
thAt I 1111 ln this position. It I tell theee 
people I hATe nothlnf to do with it, I haTe no 
contact with the Bri iah th..aelTea, that la 
all rldlt with .. , see. SoluhOif or other -.hen 
I llllplioate that, thq don't belien that, 10 
thq peraiat ln calling JU , NOif, Jflo. QJ.inn 
finds hiluelf in this position, that he hae 
got this group and th~ han made falr}T exten­
lin plana and he haen t heard fr0111 thea. 

I also undentand, although I aa not sure of 
thia, that BobbJ Lelmen wrote to the British 
and said he waa readf to talk to th•, end I 
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H.ll.Jr: 

~inn: 

H.ll.Jr: 

~: 

Sohcr.!:&r : 

~inn: 

tb1U the~' 414a•t eftl1 aobe~~rlldge hb letter. 

So what I would like to find out fo'f' JI1SOlt 
1• whether I ehould just drop the whole bual­
neae and toll these people, ae tar ae I aa 
oonool'Dod it ie all ott, and just call tho 
Jhoithh or what . 

Jlao, ~ hae a little dittuent anglo. Be 
tooll that ho would like to bo helptul in tho 
pioturo and that he h11 got an idea that ho 
1r011ld like to tol'lllllate a plan that _, bo ot 
·- halp. 
Bavo fOU eoon Sir Edward Poaooot? 

I haven't gone to see hila, lflo. Socrotaey, bo­
oaueo I followed - talking with Dave, I foll~~~red 
tho polioy of haTing - thh thing having been 
IUJltloned to tha and juet ni tlng until thq 
wore roaq to talk. I had the feeling that 
thq probabq wore buq and that I dicln' t know 
whether I ne to mon or not. In tho meantiu' 
thoro haTe boon all th01e etorioe, 'llhioh I dOD t 
lr:Dow h• ICCIIU'& te the7 are, aqing that thoro 
1a a alumge in pliDJ and I didD' t want to 1101'0 
until I got worr,ring a little bit. 

lo, thoro ie no chango in pl.u. 

I approolato thq JIIQet han quito a job getting 
thU etutf a11oablod and getting their ere 
flp01 Oil it. 

1q don't JOU give the Soo1•etaeyyour idea with 
roapoot ~ to one operation? 

S.ro h tho thing that haa been I'UJilling thl'ouldl 
., ~~ and I will just b't'oaoh it. It aeemaa 
to • that thie group of innatment companies, 
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H.ll.Jr: 

~inn: 

H.ll.Jr: 

Qlinn: 

Schenker: 

..... m a po11tlca 11heN lt thq 414 -
did waDt to DQJ and the p~e ... attraotlTe 
and buef.nese •e•ed good, that the:r would be 
able to IIOTe without the 20-dq waitlllg 
period, becauee the;r would be, 111 effect, bu;r­
lng for f.nveetaent and that UDder thoee oll'­
CUJUtances,_rou had, 1t eee111d to ae, this 
desll'able thillg. I aa apealtl.nA: now troa the 
Brltleh point of dew. You bail thia thing 
that 1t ;rou picked out ec.ethlllg that •• 
doable and could be done relatlnl;r eae:r, the;r 
would be doing e~aething. 

!t the eae tiae, I counted up the nUIIber ot 
ehareholdere r011ghlT represented in that group, 
and there is something like 500,000 shareholdera. 

In what group? 

In that group of lnveatment companies, so that 
lt the transaction were profitable from the · 
point of view of the inTestment companies, 
that profit would go to a large IWIIber ot share­
holder• scattered all over the count~, and I 
would think that froa their point of Tlew the{ 
would get the .ut.m of pqchological beneti 
out of that transaction, and then I think it 
would be nr:r unfair to push thlll into a lot of 
tr&n~&otlona now, eTen if that were the de­
airable thiDg to do, because ;rou can' t aoTe 
too fast on It. 

But haven't the:r sent tor :rou or aDJthing? 

lo, sir, the;r haven't . I talked to Dave about 
it tor & minute, and rq feeling was that I 
didn't know quite - I had the feeling that I 
ought to sit quiet and wait. 

The impression I got, Mr. Seoretar:r, the last 
time I saw~. Peacock over at Chairman Frank' s 
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Cochran: 

Schenker : 

Cochran: 

<Wnn: 

H. lo!.Jr : 

Schenker: 

H.ll. Jr : 

Schenker: 

1.52 

- ( -
was that they would let me know, and he cle&rly 
indicated that it would be no usetul purpose 
served.1n anybody calling him because they had 
a rout1ne answer, ~e are working on it, and 
we are DOt prepared to talk, " and that is the 
answer to all these people , Virtually all of 
them have gotten the answer I suggested "Don't 
prejudice yourself by relying on me, and you 
call up, yourself , • That was the answer they 
received in almost every instance . 

Have they received that recently, too? 

As recently as three days ago, 

Because for a while they told me that, and then 
they said they were in shape to receive the people , 

I have heard rumors that there were negotiations 
with people, but ~vo of tho rumors I checked up 
~self and were not correct . 

They haven't sold anything yet? 

They haven't even carried on negotiations. 

Yes, they. have been carrYing on negotiations, but 
they haven't lllllde any sales. How llllln1 can I tell 
them you have got? Have you got a dozen? 

I have got 20 requests and these are for virtu­
ally specific properties. One is the Oxford 
Press, one fellow wants the New York Real 
Estate, the Freeport Sulphur Companr, the R.B. 
French Company, and these people are interested 
in specific companies; and one of the bigges~ 
ones is a fellow who represents a group an~ 1s 
interested in buying Viscose and told me h1s 
idea was 60 to 100 million dollars and they 
would pay cash right on t he barrel head. These 
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people ar e di fferent .people . lle called up, 
and he was one of them who called up 
recent]J'. He said that at that time. 

l(r on]J' concern, lfr. Secretary is that I 
don ' t want them to say to me, 'You prejudiced 
me, I relied upon rou, or I would have done 
business with them directlY. " I tell them to 
do that, but somehow or other - -

(Telephone conversation with lfr. Phillips 
follows . ) 
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H.M. Jr: 

Operator: 

H. l!.Jr: 

Ph1111pe: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H.K.Jr: 

P: 

H.K. Jr: 

P: 

H.M.Jr: 

P: 

l!. II. Jr: 

Rallo. 

Sir rrederick Phillipe. 

Hello. 

Hello. 

'•bruary 28, 1941 
):10 p.a. 

Phillips, Morgentbau. I have here with me 
Mr. Schenker ot the Securi t1ee and Exoba.nge 
Comm1eeion and Mr. Quinn, who got together 
that inYeetment truet group. 

'I eee. 

154 

Nov they eay they haven ' t heard a thing troa 
anybody and they want to know it t he Engliah 
are interested in eelling. Mr. Schenker here 
hae 20 separate requeete troa 20 people who 
want to buy 20 d1tterent Engliah properties and 
he eaye he doesn't know what to do. He said 
nobody repreaenting the British Governmen t 
eeeme to be interested. 

Well, I had a talk with Peacook when he waa 
here and he told me he wae going to get in 
touch with Mr. Schenker on t hle at once. I 
don 't know whether he hae done eo; I euppoee 
he haen 't. 

Well , to put it mildly, lt'e very embarrass ing 
tor me to be apolog1~1ng all the time. 

Yea, I know. I t hought Peeoook vae actually 
getting in touch with him. It wae only two or 
three daye ago. 

Well , eYidently he d1dn' t . 

Evidently he didn't. I'll get in touch with 
hi m to make eure he doee. 

Well , something ought to happen. 

Yea, I th1nk. 

Neither t he Securit1ee and £xohange or ayeelt 
know what t o anever t heee people. 
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P: 

R.K.Jr: 

P: 

H.K.Jr: 

P: 

H.M.Jr: 

P: 

H. M. J r : 

P: 

H.M.Jr: 

- 2 -

faa, I agree, I'll get in touch with Peacock 
at onoa on that. 

And wby can't he aend tor Mr. Quinn. Re'e 
in New York, but he'e hera eitting hera now. 

Yea. 

And what I'm going to do ia I'• going to aak 
Mr. Schenker it he'll eend you t he liet that 
he baa. 

Yea, all right. I'• quite glad. 

He'll aend you the liat and it Mr. Peacock 
could aend tor Mr. QIUnn wbJ I'• eure he'd be 
glad to coma around and u a him Monday. 

Right. It Mr. Sohenker will do that I'll ee 
that it ia got on with at once. 

And I'• prerALring 
to the one that I 
I hope to have it 

Right-o. 

Thank you. 

a tormal 
received 
Monday. 

memorandu. in anewer 
trom the Ambaaaador. 

1.55 
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H.li.Jr: 

~inn : 

U.lo!.Jr: 

~inn : 

H.ll. Jr: 

~inn : 

Schenker: 

H.J.!.Jr: 

~: 

B.ll.Jr: 

Cochran: 

- 6 -

Ia that plain enough? 

Qla.lk. 

He aaid that Peacock wae supposed to have gotten 
in touch with fOU (Schenker} . in the last couple 
of days. You can lead a horae to water, 7ou 
know. 

Well, I felt I didn't want to aon, Mr. Secre­
t&r7, until I got oriented. 

I am glad fOU came in, and I ban got nothing up 
rq sleeve, but all I hope 1a that sOJUboclJ on 
the Hill doe en ' t send for me and aak me the same 
question. 

I think fOU get a little of that impression talk­
ing to some of the various people . The7 sa7 
that -- well, we don't think anything will 
happen. 

Just stalling until the Lease-Lend Bill passes. 

I would like 70u (Schenker) to eta7, if 7ou 
don 1 t llli.nd. I am glad fOU came in, llr. Q,Wm. 

Right, sir, tludc 7ou, Mr. Secretary. 

(lfl'. ~ left the conference. ) 

Bow, let me tell fOU something fOU can repeat to 
Jerome, but I don t want it to go to fOur Board. 
I got this 11e1110randum from the Britiahr J'OU see, 
and I am talking as much for the benef1t of 
Coohran and White ae for 7oureelf. Han fOU 
(Cochran) got copies of it? 

No, not of the memorandum. 
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H.U.Jr: 

Cochran: 

H.II.Jr: 

Schenker: 

_, _ 

In this thi.u, 'llbat thq have dou 11 thq 
~ the7 will turn over all their air:ot !Dveat­
menta to the Preaident and he should go ahead 
and tell them when to sell and when not t o sell, 
Now, I told - it was brought in b7 Halifax and 
I told him ~ first reaotion, I said, "I am 
not going to let the President be put in that 
position, if the British investors get sore, 
theJ oan be sore at Sir Edward Peacock but not 
at~ President. • 

He asked me to take this thing, and I wyuldn' t 
take it1 and I said furthermore, •I don t want 
to get 1n the business of selli.ng properties 
and be stuck with that kind of tar. • I said, 
•I have got a clean organization, and I don't 
want to get mixed up. " 

Well, I went over to see the Presi~ent and his 
immediate reaction was the same as mine, that 
they were dumping it all in our laps. 

Now, I haven' t answered them yet formally, but 
they say that the trouble ie that they are 
having great, great diffiaulty in making sales. 
Now, the first thing that they tried to put 
through was the sale of this --

Viscose, 

Viaoose, How did they try to do it? They want 
to J .P. Jom-gan to get a loan, you see , and no 
passing of title. I told them absolutely no, 

I said, "They want title to pass, but they cer­
tainly don •t li!Ult J.P. llorgan t o do it." I 
think they brought it in hare three times, 
always a little bit different, and we always 
said "no . • I am talking in the room here . 

I understand, 
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H.II..Tr: 

Schenker: 

H.JI..Tr: 

Scheuer: 

B.JI. .Jr: 

Scheuer: 

8.11 . .Tr: 

I 1a oOJIYinoed, lfao. S.ore~, that thle_ P'oup 
could hazulle llro1m and lrllli-11. po11i~ 
.laerioaa YilooH. 'lhq could do it expeditioua]T, 
faet, pqi.Dg the __,., ana aot 4111"11plilut tha 
_,.bt beoauu thq 1I01Ila hole! IUbetaDtialq all 
of it 111 theiP portfolio• ana pollibq at -
IUbltCJ.Utllt date 'llllllertab a eeoond'I'J dhtribu­
tioa ne theJ had the obailoe to effect thl 
regiltrati~. 

Bow, .&urican Viloolt, I han got these people 
who haYe bee on .. • '!he7 eq, "Mr. Schenker, 
I .. aot k1d411lg, those people are prepared to 
buY that and we are prepared to pq 60 to 100 
lllillion dollars depen41ng on what the 11loome ie, 
and we will gin th .. a ouhier 's aheolt. • 

Bow, I han got to talk to 70u. This is terribq 
oontidetial, JOU see. 

I will forget it ae eoon aa JOU tell ... 

I Mall JOU haYe just got to be - 70u juat can't 
nea - eou thing• are confidential and scae 
thing• are extra-confidential. 

Sacred. 

Well, the7 ue 1 because thh whole bill is tied 
up in this thing, and these !ellowa, 7ou see, 
tell us how lllloh mone7 the7 han got. 'l'h81 don't 
know whether thq can lut until the bill la 
paaaed, and I han told th• the7 had to, not 
to oou around and bother me, because there il 
nothlllg that I can do tor them until the bill 
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Schenker: 

H.Jl.Jr: 

Schenker: 

H.li.Jr: 

.u~-. 11111 pa1111• I ld.pt 
.aa1rn. • th• reS - that .. 

and •1ft Now, look 
here 1e llill1on Clollara wort~ 

of direct 1nveataente, and we would like a 
vote of oontidence or approvel from Congreaa 
that we oan advance against that from the 
Stabilisation Flmd 75 per cent of what we 
thillk ia the nlue;• bUt the Engliah are 
going to han to do the selling, we are not 
going to 1111 it. It thq OOM to ue and 
aq, •Ia it a aatlsfactoey price?•, we will 
aq, "Yea• or •Jfo• but thq han got to do the 
negotiating rou see, we don ' t want to get 
in on it. i would want the help of the S.E.C., 
the ln.l.uation Section, and ao forth and so on, 
because we hann' t got it and you fellows bAn. 

We have a big staff. 

And the President said, well, he thought 
that sounded all right and Jones hoped to get 
a bill. He wants to do the buainesa. You saw 
that atoey 1n the Wall Street Journal of all 
the stuff Jon.ea had been giving out. He ia 
craq to get his finger in thh thing. What 
ia going through Jllf head h thia. I a think-
ing of calling up the Brithh Allbuaador in Tiew 
of this thing and aelc hia when he can co• down 
with Phillips and /:;t give thea - read th• 
the riot act and a 17 aq, •A representative 
of the S.E.C. has 20 clllferent buaineu Mil, and 
ther can't even get into eee thia fellow Peacoct.• 

They haven't sent for Qp.inn, and Qp.iDD can get 
together 50 or 60 million dollars just like 
that. 

And here 1a Phillip•, •ar• he haen't got the 
IIOilef. 
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\Yhite: 

H.ll. Jr: 

Schenker: 

H.M. Jr: 

Schenker: 

H.ll. Jr: 

Schenker: 

-10-

Don' t JOU thl.nk JOUr laat telephone conver­
sation will stir them up? 

No . Halifax came to see me. I would like 
to give it back to him. He brought me a 
message for the President from the Prime 
lllnister. 

I think the most unfortunate thing that can 
happen, Wr. Secretary, ia tor the American 
Government to handle that. 

You agree with me? 

1.60 

Oh, there is no doubt about it. With all the 
rumblings that you get about Ed Flfnn being 
at the ilaJtlower and ever,thlng else, I wouldn't 
get within 50 miles of him, because as soon as 
you suggest the name and if you ever sold them 
the pr operty, three weeks later I would be up 
on the Rill with a subpoena, where did I get 
this fellow' s name? 

You ar9 with me a hundred per cent, but I 
couldn t get that over with Purvis, be couldn't 
understand that . I could, for instance, get -
the evaluation section over there to give me 
some idea of what the proferty is worth, it we 
made a loan, but we haven t arrived at that 
point yet. I could get that and keep it be­
tween the S. E.C. and the Treasury. 'l'bere h 
no reason wbf Jesse should get into this. Do 
you aee aDf reason why? 

No. But I t hink Wr. Jones ia making prepara­
tions to go ahead, because I got some phone 
calls and I called Wright over there and he 
referred m' to Yr. Johnston, and Wr. Johnston 
said he was in the throes of preparing the 
form ot procedure that will have to be followed 
with indlvichals who desire to make loans against 
these innstmenta and they hann' t abandoned them, 
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H.K.Jr: 

Schenker: 

White: 

H.ll. Jr: 

White: 

Schenker: 

B.II.Jr: 

Schenker : 

H.II.Jr: 

I 4oa • t thillt, IIIII thq •aiel ther 11Vlll.cl be 
prepar.a ln tile earq p&rt of ll&roh. 

Who h this fellow? 

Costello. !hat is the indiviclual I apoke to. 

Well, something will be done. It depends -
it nothing h done thq will hue a atronger 
oase to coae before Congreas,_particularlJ if 
thq are able to "1 that notb.\Jig has been 
taking place. 

Well , he hea got to get leghlation. llind 
rou, Jones h ta11dng to the Preaiclant. Be 
has got to get the Johnson .lot mocked out, 
before he can do it, although Jones olaiaa, 
and rou (Schenker) are an attorner, the 
Johnson .lot does not inclucle a government 
corporation. 

Well, that is what rour legal staff claims, 
too. 

Well, the onlT thing I want to do, »r. Secre­
tarr, ia to get a,sel! out of this position. 
I knew that rou were anxious to know -.hether there 
... 1111 --

Well, can rou see now? I can't gin 7ou a 7es 
or no. 

Well, I will stq with it as long as ;you want 
.. to. I think 111111be I should. 

I would stq with it this war and see what 
happena, and I would tell anybod7 to get in 
direct touch with Sir Bdwarcl Peacock and t~ll 
th•.Jf ther can't get in to see hill, within 
twent,V-four hours froa the tiae the7 get the 
retuaal, to let rou know, that ther,are to. see 
Sir Edward Peacock, and if ther can t get 1n 
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Schenker: 

H.Jl. Jr: 

flhl.te: 

Schenker: 

White: 

H.II.Jr: 

Cochran: 

H.ltJr: 

\Illite: 

B.I!.Jr : 

Cochran: 

B.ll.Jr : 

Cochran: 

Schenker: 

- 12 -

withiJI twentr-tour houra 70U tell thea to 
let 10\1 know IUld ;you bring it to ., a t ten­
tion. How i a that? 

All r~ght , I will. 

Do 70u think, Harcy, I ehould tcy to get Hall­
tax don here and lll&lce a big thing 0\lt ot it? 

I would be inclined to wait and see --

Wait Ulltil Ko:ndq in the light of the couer­
aation. 

See what they do with ~inn and the others and 
Ulltil you han also finiehed your a1110randua 
and had a chance to auggeet what 70u are --

What do 7ou think, Merle? 

Exactly the same. 

I didn't mince matters &Jl11 did I? 

He got it. Phillips gets that kind of thing. 
It was ncy clear. · 

Now, Phillips told ae when he was in h.ere -
you (Cochran) check IV memocy. I didn't see 
him &lone, did I? 

I waS with 10Uo 

Didn't he say he was absolutely opposed to doing 
this thing through a mortgage. 

Yea, air. He said he wanted an out and out sal e . 
You aa14, "I agree with you. We hav: the same 
princi ple but for different reasons. 

I am aurprised they haven't taken this approach. 
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llbite : 

Schenker: 

1\hlte: 

Schenker: 

White: 

Cochran: 

Schenker: 

1.63 

-u-

I clon't know how ezpeditioue it h . I th~t 
what th..y were going to do h probab)J' take a 
oomp&D1 like American Viaccae and giTe out a 
50 million dollar debenture issue and they 
ata7 with the equit, stock and control the 
comp&D7. I am surprised the7 haven't broached 
that , Have the7? 

I doubt whether that would be legal, would it? 

'lh1'? 

Well, wouldn't th..t l'llD into both the Johnsen 
and !feu trail t)" .lets? 

Well, it is a priTate cCmp&nf. 

Yes, but the7 are agents of the Gonl'IIMnt. But 
Yr. Secret&r7, there ia one point fOU stated, 
I wonder it i t ia correct, It it isn't correct 
70u may want to correct it , .la I understood it, 
you told Yr. Schenker, and he would peas it on 
to hie chairman, that Halifax stated they were 
going to turn these properties oYer to the Presi­
dent. It na rq understanding that what they 
were going to do na, the7 wanted to turn the 
problea onr to you and they will d.o whatever 
1011 aq, I don ' t think the7 were going to turn 
the properties oYer. 

In one ot theae - there were two memos, the firet 
and the aeoond one. I han a cow ot the first 
and not the second, In that second one , as I 
recall i t, the7 included that Testing of title 
in the United States alao, 

That 1a right. 

The on)J' thing I would like to tell the chairman, 
it I mq, )4- , Secretary, 1a - I don't know whether 
you want him or &DTbody to know - I think he u:r 
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H.Jl.Jr: 

Schenker: 

H.ll.Jr: 

Schenker: 

H. J.I.Jr: 

'ihi te: 

H.ll. Jr: 

Cochran: 

Schenker: 

-l&-

feel there ia ~~ e~l~ion to tell the reat 
ot till ecn.J.aa1oa. I think I 11011ld oDlF Ub 
to tell him that • 11k hla whether the toaadaaion 
would be prepared if at some time it bec01B1 
neceaa1r7 to aaaiat the Treaaurr in the eY&lua­
tion of these properties and nothing about whether 
title should be turned over or a loan1 because 
if it ever leaks out I don't want to De --

And tell h1a nothing else. 

Because I think he would be dut,' bound to tell 
the Cc.Uaaion. 

That baa happened before . 

Not that I am casting IJI)"thing on Jer'f'1. He would 
be bound to tell the rest of the Commission and 
the stenographers and all of that. 

Let me tell you what he did onoe before. We got 
these daily fi~ea on the sales of English 
stock. I said, •Do you want these?' and he 
said, •No.• Isn't that riKbt? Or was it the 
liat of - no, it was the llat of the etocks, &nd 
he said, 'No1• because he 1171, •I can' t guarantee 
7ou aecreq. It wa.• the list. Wasn ' t it? 

It was the list. 

Be said, •I do.n't want it. • 

Well, n had the talk also on the dailf sales, 
because he had us put it up to him in such a war that he wasn't permitted to pass it on. Be 
11id if it were on hie own l•eaponsibilicy, he 
would feel obliged to. 

Well the only thing I will tell him i s that I 
talk~d to vou and that you talked to the British 
and told them to get moving and so forth and 
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H.K.Jr: 

Cochran: 

H.Jl.Jr: 

Cochran : 

Schenker : 

Cochran : 

·lS-

rou also asbd whether the ec-s.uion 110ul.cl 
be in the position to a111at the TreaBUP,T if 
at some time they wanted our assistance in 
connection with the evaluation ot these 
properties, 

1.65 

Yea, and then I think {j! (Cochran) might send 
tor Phillips and tell I am veey much upaet 
over this thing, you see, and tor him to cmae 
in one dq and IS¥ he is broke and the next c1q 
I hear that there are twenty f:ple who want to 
bUJ businesses. The two ana just don't add 
together, and I am verr much upset. 

As a aatter of tact, I spoke to Pinsent this noon 
on it. He was in to see me at 12:00 o' clock on 
some other things I would like to mention alter 
awhile, and I said, "I am still referring people 
up there and the S.E.C. defini tely has a problem 
because people are looking to the S.E.C., and 
they haven' t had any answers, • and I said, "I 
don ' t know how ~ ~eople have tared, I haven't 
had any comebacks. 

Whf don' t rou send tor them, Phillips and Pin­
sent both, and Phillips will repeat it t o the 
.lmbaaaador, and you tell them I am reallY not 
only abarrasaed, I am veey much upset, that 
here are the people, they SS¥ they are here as 
a group with a hundred million dollars, who want 
to do business and thef can't do it, and on the 
one hand he '1¥' he is going to go broke and on 
the other hand here are people with their tongues 
hanging out teying to get this busineaa. 

Did ;rou want Mr. Schenker to give that list by 
mail to them? 

No, I will give it to ;rou. 

I could give them this list when they come in. 
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U!.Jr : 

Schenker: 

Cochran: 

H.IL.Jr: 

Schenker: 

Cochran: 

H.l.l.Jr: 

Cochran: 

H.ll.Jr: 

Cochran: 

H.II.Jr: 

Cochran: 

H.IJ.Jr: 

Schenker : 

!.66 

·1.8-

He has got a oopy there. 

I will get it with the names and addresses and 
have it over before 4:30. 

All right, I will trr to get them here at 5:00 
then. 

Ie that agreeable to you, 1otr, Schenker? 

Yea. 

It ie direct evidence that we have this problea. 

And ller le, bear d01111 on thea. 

I will. 

Bear down on tha and tell them that - was it 
yesterday they wer e in here? 

Yes, yesterday morning. 

Yesterday they nre in here in the 110rning doing 
the pauper' s act, and then the next day I get 
thie, and I em getting veey JaUch upset and dis­
pleased. 

I will get thea both so it will get to the 
Ambassador. 

Get them both and tell them that - well, I am. 
I am not blu!!ing. And then you (Schenker) see 
when you send these messages to me, I have got 
no answer. But if you tell these business man, 
now go and see this follow Peacock, if they 
can' t get in to see him in twenty-four hours, 
tell them to let you know and you let me know. 

All right, thank you, llr. Secretarr. 
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a.Jl.Jr: 

Schenker: 

H.IL.Jr: 

Schenker : 

bel with ... P!tot t. liP. J'nlll::~!_ foi'P-t 1dlat 
;rov. tol.a • about thh other Ulllll• I will jut 
ooDtlnt 1t to that. 

'!'hat would be ttl'l'ibll u i t cot out. 

I forgot lt. 
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e.. .... j ?i--' c...-~ 
Ptbl'11&17 28, 1\. '\1, 
4:00 p,11, 

RE AID TO BRITAIN 

Present : 

H.li.Jr: 

G6ston: 

11. 1.!. Jr: 

G6ston: 

H.II.Jr: 

G6aton: 

H.II.Jr: 

Gaston: 

H.II.Jr: 

Ill'. Gaston 
Ill'. Waeache 

How are fOU coming? 

All right. I wrote a letter. I did not incor­
porate recommendations for new instructions in 
the letter and simplY said that you expected to 
submit a program next week with estimates on the 
construction. 

Oh, you are not read7? 

Ylellt I didn't know that the progrUI - it could 
eaai~ be added on the last page, but I wasn't 
quite sure. 

You didn't put the date ot these things in? <11, 
feB , fOU did, 

Yea, there are groups ot five . 

I would like to put in the whole --

Well now, as the Admiral and the officers have 
agreed upon it, it is rather short and sweet and 
it coul d be put in. 

I hate to do it in two bltee. 

Regraded Uclassified



Gaston: 

1'/aesche : 

H.Jo[, Jr : 

IVaeache: 

H.ll.Jr: 

Gast on: 

H. J.!. Jr: 

'llaeache: 

H.loi.Jr: 

1.69 

- a -

Wa ooul~ just put it in on the laet page those 
two paragraphs. ' 

Part of this ia already incorporated. You begin 
in the middle, 

Well, ;rou can' t put it that wa;r. You will have 
to aa;r, if it meets with hia approYal , 

Yea, 

Well, I mean it is essential, -with ;rour approval 
this would be included. • That h all r ight. It 
ia a little bit too anapp;r, a little bit too 
terse, 

Yes, I will word it that wa;r. 

Now, let 111e just talk to you. This isn't the WB1 
to present it, you see. I would say something 
like this, Herbert. "For some time we have felt 
that we haYe not been able to adequately take 
care of ice conditions in our - ice condit ions 
along the coast, in our harbors and riYers and 
lakea. • 

"And in llaska. " 

"And in llaska, • f811 . "We do not have the ade­
quate equipment tor ice breaking to get into 
harbors in l{ewfoundland and Greenland, and it 
the world conditions continue aa they are at 
present, neither Canada or England or ourselves 
are equipped with the necessary ice-breaking 
veaaels. 

"Therefore, as a part of our national defense 
needs, it would seem prudent t o equip Coast 
Guard with the shifS especially constructed 
to do an ice-break1ng job wherever the;r ma;r be 
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Waaeoho: 

H. lf.Jr: 

Waesoho : 

H.I.!.Jr: 

Gaston: 

H.J.l. Jr : 

Waeschs : 

Gaston: 

170 

.. a -

called upon to do so. • 

Wouldn' t fOU want to bring out the point that 
this is a dual-purpose vessel! that in addition 
to doing that, we will ao equ p these vessels 
so thef oan.carr, on their off- shore patrol? 

What I want to Bl.f h, "In view ot this situa­
tion, we present to fOu a request tor mone1 to 
build ten dual-purpose ship•." But I wanted 
to lq the foundation. You just - "Which can 
both do the ice-breaking job and off-shore 
patrol," see? 

Yea. 

And then I will again aa1, "These ships will be 
of unique character, • or something. I don' t 
think that ia necessary. But the point that I 
want to catch in the beginning is, so he won't 
a&J, "Oh, I don ' t want any more for Coast Guard, 
Newfoundland, Greenland, and so forth. • But 
if fOU just a&J it like this, it ia no good. 
Do fOU get it, Herbert? 

Yea, I do. Ot course, i t will further strengthen 
the argument. Ot course he ought to see that 
he ia taking aw., ten ot the beat ahlpa we have 
and that we have asked tor .ore ahipa before 
loaing those ten, but thla will strengthen the 
argument . 

Well just to s&f fOU are taki~ a.., ten - he 
aaid, "I will give fOU the ten, but I have said 
that thh is going to do the thing and --

Here we are getting ten ships which will do 
not on1T the work that those ten did before, 
but they do the ice-breaking job aa well. 

The danger ot pressing that too much is that 
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H.ll.Jr: 

\Vaesche: 

Gaston: 

Viae ache: 

Gaston: 

H.I.!..Jr: 

Gaston: 

H.II.Jr : 

Gaston: 

171. 

th17 will sq, •Jfow, rou will e-et these ten 
and the7 are all ice-breakere. You won' t 
need &Q1 more ice-breaking equipment. • But 
we will. 

Well, I am surprised you don 't ask for some of 
these smaller ones for the harbors. 

We did ask for !our in our last budget, and 
they cut out two, and those again are dual-purpose 
nssela. They do all thia harbor work of carr,.­
ing oustoaa inspector• and harbor patrol and 
superTising o! anchorage and all of that , but 
at the saae time, when winter comes along they 
are needed for ice. 

Well, Admiral, we didn't ask for four , we asked 
for twelve. 

We started on a program of two a year and this 
last budget we asked only for four to bring us 
up to this program of two a year, and they gave 
us two . We asked for ten altogether, and we so 
far have gotten four out of the ten. 

Yea, I will do that. 

It JOU could work that up, herbert, and get it 
to ., house tonight. 

You would like it up there tonight? 

Yea, just so it is up there tonight. 111 70u 
han got to do is change the last page. But 
you get the idea. And I think this is a little 
bit too wordy. I think you have got enough, 
and then be ls taking away ten and we come in 
and ear --

Tee, I will condense that. 

• 
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a.Jl.Jrl 

Gaeton: 

H.l.t.Jr: 

Gaston: 

B.Jl.Jr: 

Waesohe : 

H.L!.Jr: 

Waesohe: 

B.ltJr: 

iaeeohe: 

B.Jl.Jr: 

'1/aeaohe: 

H.ll. Jr: 

Ill, rea. I thialt it Will be ot doable nlie. 

I doa't know that --

This will give us an o~ortuni cy to build the 
lhipa that ~e apeolal designed tor loe wort. 
You eee Greenland ia no so 1111oh loe-br .. lring 
•• lt la for lee work. Th17 need a bow for 
torolng their~ through a field of loe. It 
1• TePf different from the lake job of bre•k'ng 
loe. 

I don't aq that we have got to go into Ball­
tu, but I do point out that neither 11112l.and 
nor Cen•da has &!11 ot thh equlpaent, 1l I m 
right. 

Yea, llr. 

Canada and Rng.land have nothing like this? 

llo, air. The;r haTs & fn naler• up there. 
They don•t belong to the lhipa, but there are 
a few sealers that work in the ioe. 

~t Gont'DMnt? 

lo goveraant lhipa. And of oour11 the11 
sealers bave llttle power to stand the lee 
preii1U'Io 

How do JOU feel after working this this -..,? 

<1!., I th.1nlt we oan prOTe our point, Jlao. Seore­
t&rJ and t his will meet our purvoau T-rr 
nloei_r. There 1a one other r.int I wanted to 
.ake Whloh I told Herbert ou elde. 

Bow •oh 'Hua would thea• ban? 
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laeaehu 

H.li.Jr: 

Geston: 

Waeache: 

Gaston: 

iaeache: 

H.II.Jr: 

1'/aesche : 

llloat u or a .t .. t, 1 tMv. 

I th1Dk I would pat that 111 the lettn. 

Yu. I th1Dk 1 t 1a iJl thia draft here. I will 
work it in. !he kul would be 42 feet. 

'l'here h ea. quutlon ae to whether there b 
UT need for a high-powered heaY7 ioe-breabr 
IUOh •• the Ru11iane han in the .lrotio up in 
the northern G!'eenl.and atere, We dh1111...a 
that a little toclQ, but I st~ea off thet at 
the present tt., bUt I aa going to get Iceberg 
Sllith on this coaing G!'eenlina cruise which 11 
goinc up there Te17 soon, 

Bt the ~. I han a MIIOrandwa ti'OII the State 
Dtpartunt, trCIIIl Penfield, wherebf there is 
on11 a little anow on the ground up there now, 
ana the:r could come up 1111 time. So I am 
going to have Sill th this 1111111111r when he ia up 
there r. into thorouihlr a atudT aa to whether 
there s an, need tor thie OoYernaent to haTe 
a four-or liTe-thousand ton ice-breaker such •• 
the Ru11iane han tor that Arctic ice, bnt that 
11 too big • probl .. tor Ill to decide aoan here 
in nob a short apace ot tiM. 

It would coat about t1 n al.llion, wouldn't it? 

Tee, It would be about a four- or fin-thOUI&Dil 
ton ship, SSO teet long, with propellera on bow 
and etern and a regular ice-breaker such ~• the 
Ru11iana han up in the .lrctio, . 

Where would we use such ~ ship? 

The onb" place we would need it would be it - on 
the easl; coast ot Greenland. I! we want to get 
into the east coast ot Greenland almost &D1 tt.e 
ct ;year or enn i.n the s111111111rt ilu, t o be sure ot 
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H.II.Jr: 

iVaeaohe: 

H.II.Jr: 

Waeache: 

H.U.Jr: 

Gaston: 

Waeaohe : 

B.!!. Jr: 

Waeaohe: 

H.II.Jr: 

Waesohe : 

gettilla h tba 7011 an pt to aet Qlle of 
those lrotlo ioe-bra.a.. •• 

How about if we wanted to get into Halifax? 

We don't need &Dfthing like that tor Halifax. 

O.K. I am satisfied with this. I am will~ 
to go to town on it. I think he will get thh. 
Are there yards where these could be built? · 

Yea, air, I won't say we won •t have &D1 difti­
oultr1. but we do know - when we get ten of these 
we wiLl have a lot ot people interested in it. 
When we have one ship they are not bothered so 
much. 

How long before you can get the first · one? I 
mean how long before they will be commissioned? 

Can you have one in a year? 

I would S&f a year and a halt. It would be a 
year to a year and a halt. Not more than a 
year and a halt, because it would just be a 
modification --

And the last one? 

Oh, they would come along within a month or two 
ot each other. We ought to get thaa all in 
two to two and a hall years. 

What would you do with the personnel on these 
ten ships, how would you occupy tham? 

You mean for ths time being? Well, we have need 
riP.nt tod&f, urgent need, for over half of them, 
ana the rest we will be able to find - we will 
find jobs for them. As a matter of fact, we 
will use them all on getting this Coast Guard 
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H.il.Jr: 

Gaston: 

Waesche: 

H.il.Jr: 

Gaston: 

Waesche: 

UI.Jr: 

i aesche: 

H.II.Jr: 

Gaston: 

l'laeache : 

Gaston: 

·•· 
ruerTe etartea. We ban got We ruel'ft 
golng thl'olll!b, and n can un 1101t of thoae 
people on tlie resel'Ve probl ... 

118 

You know the President approved thia letter? 

Yu, I haven't had a chance to tell the .tdmil'&l. 
He haa approved the contract thing, ao we can 
do the 10 per cent contract thing. 

'1'ha t ia good. 

He approved it, and I forgot to si!Pl lline. I 
aent it over without signing, it, end he signed 
it and Forster over there aa1d, "It is all 
riiht, the President signed it, but tor heaven's 
s~e, get the Secreta1'7 to sign it too. • So 
we got it this time. I think you have got two 
out of three ohanoes of getting the ten when 
we give up the other ten. 

IV gosh, we ought to han. 

We would be T81'7 IIIUch up against it without thea. 

~. on that appeal, that bash, and not on 
the speed basis. This is a usetul ship. 

It ia. These ten ships the7 are t•klng &RaJ are 
realq all-ro1111d purpose ships. Tbe7 are our 
1101t valuable ships. 

These ten replacements would be valuable shipa. 

'lhat did 70u 'IT• 14 and a halt knots? 

About 15 and a halt knots. 

Power plants are a little better now. You ought 
to get pretcy close to wh.at you do now • 

• 
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H.Jl.Jr: 

Waesche: 

H.J4.Jr: 

Wanohe': 

Guton: 

H. II.Jr: 

Gaston: 

H.l.!.Jr: 

Gaston: 

It 110uld be a ... n ebip net to rt eea-eiok 
in, wouldn ' t lt? Thq won' t rol with that 
bna, 110uld they? 

llo, thq 110uld be ney atable in a 11a, 

It {ou want a real dde JOU 01J811t to tab ODI 
of hose 165-footera. You h&Yen•t been out 
on one of those, h&Ye JOu? 

llo. 

Or take one of the Collanohe tnt for 10M nice 
pitohlng. 

O. I ., gents. sa,, JOU don't haYe to glYe ae 
~bing. I came baojt on the Campbell. 

I don't think I told rou- about tbia Denmark 
thing. We han been working on thia Dell!ll!rk 
thiJig to ~ that for 365 tli.ouaand dollars. 
'!hat Danish training &hip. 'le hann't the 
110nq and han to get the appropriatlou. 
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2nd Draft 

February 28, 1941. 

Dear Mr. President: 

The Coast Guard vessels which seem most suitable 
for convoy work are the ten cutters of tho 250-foot class 
built between 1928 and 1932, The names of the vessels 
and the years in which they wore completed are: 

CHELAN 
PONTCHARTRAIH 
TAIIOE 
CH.U!PLAIN 
liEIIDOTA 

- 1928 
- 1928 
- 1928 
- 1929 
- 1929 

ITASCA 
SlRANAC 
SEBAGO 
SIIOSI!OJIE 
CAlUGA 

- 1930 
- 1930 
- 1930 
- 1930 
- 1932 

The over-all length of each is 250 feet , molded 
beam 42 feeti maximum draft 16 feet , displacement 1,979 
tons, speed 6 knots. The gross tonnage of the first 
five is 1,632 and of the later fivei because of minor 
changes in power plants and interna arrangement, is 
1!573. All are oil-burning turbo-electric. The first 
f ve develop 3,000 horsepower and tho later five 3,200. 

With tho exception of one, the SHOSHONE, all of 
the voeeele are na. on tho east coast and all are in such 
condition ae to hull and mschine1'7 that tho1 could be 
turned over immediate~. Consideration has to be given, 
however, to the armament and other equipment they would 
need for convoy service. Although a program of aroing 
and equipping all ten for service with our Na'ey he.s been 
in progress, it seems far from certain that this equip­
ment will meet British needs and it seems probable also, 
in view of the history of the destroyers turned over to 
the British, that some structural changes will be desired. 
This work could probably best be done in American yards. 

We have consulted the Navy Department on this 
point and tho Embassy has asked advice from London. The 
time when tho ten cutters can be turned over for actual 
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- 2 -

convoy work will ot course depend upon the extent ot the 
changes and additions desired and the speed with lhich 
we can get the work done. 

The transfer of these ten vessels means the loss 
of about half the fleet of cruising cutters and the pro­
gram of work laid out for the year will of course have to 
be drastically revised. Among cutters of the large sea­
going class there will remain seven of the new 327-foot 
type and tour 240-foot ships that are now twenty years 
old. Of the seven 327-footers one, the CilLPBEll, is now 
on Navy service in Portugal. 

The following steps appear to be necessary to 
adjust this year's program to the equipunt anllable: 

(a) International Ice Patrol - The recommendation 
is renewed that the International Ice Patrol be abandoned 
for this year. Such patrol of the Grand Banks area as my 
be necessary from time to time would be carried out to the 
extent that vessels are available, If the regular Inter­
national Ice Patrol is continued it will have to be done 
with vessels of the 125-foot class, which are ill suited 
for this work. 

(b) G!'eenland Patrol - This patrol can be mde by 
the Arctic cutter NORtHLINb, the 165-foot ice breaking 
cutter COKlNCHE, and a vessel of the 240-foot class. Eftorta 
are being 1111.de to obtain the BEAR OF O!Kl.A1lD from Admiral 
BYrd tor G!'eenland dut,r, upon the return of that vessel fr om 
the Antarctic, about ~ 1. This is not quite as extensive 
patrol of G!'eenland as had been planned for the coming ~ 
aer, but it may be sufficient. 

(c) Atlantic Weather Stationa. - To maintain a two­
station patrol in the North ltlintic will require five 
vessels of the 327-foot class. This will be a full- time 
duty for these five vessels, and they could not be diverted 
for other use. Stronf representations have been made by 
the British Governmen , the State Department, the Weather 
Bureau, and the Civil Aeronautics Administration to maintain 
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a third st~~ion on this Atlantic Weather Patrol, Which 
would roqu1re at least two more vessels. These are not 
avai lable. It is recommended that immediate steps be 
taken to obtain and equip seven merchant vessels for t his 
duty. There appears to ~e no doubt but that all of the 
327-foot cutters will shortly be needed for more impor tant 
duty. It ought to be possible to obtain for this work 
seven of the Danish ships now tied up in our porta If 
the bare boats could be chartered they could be ~ed bf ' 
Coast Guard crews. 

(d) Cadet Practice Cruise - Ho vessels whatever, 
of suitable t.fPe, are now ava1lible for the Cadet Practice 
Cruise, during tho coming 8Ullll1er. This cruise ia a veq 
important part of a cadet' a training. It ia urgentlT 
recommended that immediate action be taken to obtain the 
Danish training ship DANWlRK, now immobilized at Jackson­
ville, Florida, Preliminary negotiations have been under­
taken through the State Department. 

(e) Bering Sea Patrol - Two of the 250-foot cutt er s 
were scheduled tor Bering sea Patrol during the coming 
summer. The Coast Guard has no replacements for these 
vessels and, consequentl7, the activities of the Coast 
Guard in the Bering Sea will need to be somewhat curtailed 
thh coming SWZ~Der . The patrol will have to be made entirelT 
by small craft, with the exception of the HUDA (240-foot 
clan) , 

(f) Cruise to American Colonies Southwest of Honolulu -
The TAm (92'7-toot elisa) lliikea periOdic cl'Ulses to the 
colonies established on Baker, Howland, and JarTis Islands, 
and is the onlT vessel available for this duty, This duty 
can be continued onlT as long as the TANEY remains anilable 
for Coast Guard activities. 

(g) General Duties - U8ny other duties of t he Coast 
Guard - such as : neutrality patrol, law enforcement, assist­
ance to vessels in distress , towing of vessels fo~ the 
~ritime Commission, and other emergency te.ska, nil have 
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to be ovt&Uecl. 

I ezpeot to be able to 111 before 1ou tor roar 
approT&l earl7 next week a program, .with eatimatea, tor 
new veaaela to be oonatruoted to replaoe the ten vessels 
to be transferred and to give 10U further information &I 
to the tillle sohedule for deliveey of the ten Teseels to 
the British. 

Faithtull7, 
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31'Cl Draft 

February 28, 1941 

Dear Mr. President : 

{r-:-1> 
-- f 81 

The Coast Guard vessels which aeom most suitable 
fo~ convoy work are the ten cutters of the 250-foot class 
bu1lt between 1928 and 1932. The namea of the vessels 
and the years in nhich they were completed are: 

CIIEUN - 1928 
POIITCHARTRAlll - 1928 
TAHOE - 1928 
CHAJ.!PLAI N - 1929 
JJENDOTA - 1929 

ITASCA 
S.lRANAC 
SEBAGO 
SHOSHOUE 
CAYUGA 

- 1930 
- 1930 
- 1930 
- 1930 
- 1932 

The over-all length of each is 250 feet , molded 
beam 42 feeti maximum draft 16 feet, displacement 1,979 
tons, speed 6 knots. The gross tonnage of the fi rst 
five is 1, 632 and of the later five , because of cinor 
changes in power vlants and internal arrangement, is 
1,573. All are o1l-burning turbo- electric. The first 
five develop 3,000 horsepower and the· later five 3, 200. 

Vlith the exception of one, the SJIOSl!Oln:, all of 
the vessels are now on the east coast and all are in such 
condition as to hull and machinery that they could be 
turned over imDediately. Consideration has to be given, 
however, to the armament and other equipment they would 
need for convoy service. Although a program of arming 
and equipping all ten for service with our llavy has been 
in progress, it seems far from certain that this equip­
ment will meet British needs and it seems probable also, 
in vieiV of the history of tho destroyers turned over to 
the British, that some structural changes will be desired. 
This work could probably best be done in American yards. 

We have consulted the Navy Department on this 
point and the Embassy has asked advice from London. The 
time when the ten cutters can be turned over for actual 
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convoy work will of course depend upon the extent of the 
changes and additions desired and the speed with which 
we can get the work done. 

The transfer of these ten vessels means the loss 
of about half t~e fleet of cruising cutters and the pro­
gram of work la1d out for the year will of course have to 
be drastically revised. Among cutters of the large sea­
going class there will remain seven of the new 927-foot 
type and four 240-foot ships that are now twenty years 
old . Of the seven 327-footers one, the CAHPBEU, is now 
on Navy service in Portugal. 

The following steps appear to be necessa~ to 
adjust this year ' s program to the equipment available: 

(a) International Ice Patrol - The recommendat ion 
is renewed that the International lee Patrol be abandoned 
for this year. Such patrol of the Grand Banks area as may 
be necessary from time to time vtould be carried out to the 
extent that vessels are available. If the regular Inter­
national Ice Patrol is continued it will have to be done 
ITi th vessels of the 125-foot class, which are ill suited 
for this work. 

(b) Greenland Patrol - This patrol can be made by 
the Arctic cutter DtRThUIID, the 165-foot ice breaking 
cutter COJ.WiCJIE, and a vessle of the 240-foot class. Efforts 
are being made to obtain the BEAR OF OAKLAND from Admiral 
arrd for Greenland duty, upon the return of that vessel from 
the Antarctic about Mav 1. This is not quite as extensive 
patrol of Gre~nland as had been planned for the coming sum­
mer, but it ~ be sufficient . 

(c) Atlantic Weather Stations - To maint ain a two­
station patrol 1n the North Atlantic will require fiv~ 
vessels of the 927-foot class. This will be a full- t1me 
duty for t hese f ive vessels, and they could not be divert ed 
for other use. Strong representations have been made by 
the Britieh Government, the State Department, the Weather 
Bureau, and the Civil Aeronautics Administration to maintain 
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a third station on this 1tl&ntio Weather Patrol Which 
wou~d require at least two more vesaela. Tbeae'are not 
ava1lable. I t i s recommended that immediate steps be 
taken to obt ain and equip seven merchant vessels for this 
duty. There appears to be no doubt but that all of the 
327-foot cutters will shortly be needed for more important 
duty. It ought to be possible to obtain for this work 
seven of the Danish ships now tied up in our ports. If 
the bare boats could be chartered they could be manned b7 
Coast Guard crews. 

(d) Cadet Practic Cruise - No vessels whatenr, 
ot suitable tfile , are nmr &Tillll.ble for the Cadet Practice 
Cruise, during the coming Sllllll!ler. This cruise is a very 
important part of a cadet's t raining. It is urgently 
recommended that immediate action be taken to obtain the 
Danish training ship DJJDllRK, now immobilized at Jackson­
ville, Florida. Preliminary negotiations have been under­
taken through the State Department. 

(e) Bering Sea Patrol - Two of the 250-foot cutters 
were scheduled tor Bering sea Patrol during the coming 
summer. The Coast Guard has no replacements for these 
vessels and, consequentl,, the activities of the Coast 
Guard in the Bering Sea will need to be somewhat curtailed 
this collli:ng slaB8r. The patrol will have to be made entirely 
by 8111&11 craft, 1li t h the exception of the BJ.ID! (240-foot 
class) . 

(t) Cruise to .lmerican Colonies Southwest of Bonolnlu -
The TAllEY (32'/-toot elias) liiikes periOdic cruises to the 
colonies established on Baker1 Hmrl&Dd, and JarTia Islands, ' 
and is the onlT vessel available tor this duty. This duty 
can be continued onl, as long as the TAllEY remains available 
for Coast Guard activities. 

(g) General Duties - lraey other dut ies of the Coast 
Guard - euoh as: neutrality patrol, law enforcement, assist­
ance to vessels in di stress, towing of vessels to: ~he 
Uaritime Commission, and other emergency tasks, w~l1 haTe 
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-( -
to be curtailed, 

For some time we have felt the need of additional 
and better equipment to take care adequately of ice con­
ditions on our Eastern coast, in the rivers, the Great 
Lakes and on the Alaskan coast. We lack also vessels 
entirely suitable for coping with ice conditions in the 
harbors of Newfoundland and Greenland and Iceland· nor 
do Canada or Great Britain have suitable vessels for this 
purpose, which mar continue for some time to come to be 
of great importance. 

The replacement of the ten cutters to be trans­
ferred will give us an opportunity to remedy this lack, 
As a part of our National defense needs it would seem 
prudent to equip the Coast Guard with ships specially 
constructed to overcome difficult ice conaitions wherever 
they are called upon to perform service. 

I am therefore suggesting a program for the con­
struction of ten dual purpose ships at an estimated cost 
of $22, 500,000 {$2, 250,000 each), and respectfully ask 
your permission to submit a deficiency estimate in that 
amount . These would be combination ice-breakers and 
cruiainf cutters, 250 feet in over-all length and approxi­
mately 2 feet beam, similar to the ten cutters to be 
transferred except that the bow characteristics would be 
materially different and the nssels would be more staunchly 
constructed, in order to break ice and to penetrate ice­
!ielde. Perhaps a half-knot of speed (of the 15 knots of 
the present cutters) would be sacrificed for more rugged 
construction and better ice-breaking qualities. In addition 
to their value !or working through ice the vessels would 
also have all necessary useful qualities for towing, render­
ing assistance at sea, and other varied Coast Guard work. 

To .ummarize, the program I 'desire to suggest for 
your approval is as follows: 

(1) Submit deficiency estimates in the amount of 
$22, 500,000 for ten dual-purpose ~tters. 
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(2) 

(3) 

- 5 -

Undertake negotiations to obtain and eauip 
oeven aercluuit eh1pa tor weather patrol 
purposes, to be manned b7 Coast Guard orewa. 

Negotiate tor the purohaae ot the Danish 
training vessel DANUlRK tor Coast Guard 
cadet training. 

Faithfully, 

Secretary ot the TreaSW":r. 

Tho President, 

The White House . 
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....,.. _____ _ _,._, .. 1. 

Tho s.n&tore oppoGnc B. R. 1716 haft Ni'ra1:Decl 'l(t.h oatootsts­
rlrtue troa -.rid.,. oa a lcmul tUi~>uAer. Tat, 1n altaot, t.blf' baq 
been 8118811.0 1A a lUi~ - clel1bC'atel..r d~ aoUon on u.. bill -
ever eince it 1109*1 .,...., tl'la t.be llouM to the Senate. 

'!'be plea ol \1M ieolatloaiate 11 tla t tllq need .,.., t1ee 1n 11licb 
t.o prepue cd ~t u..1r caae. It - wortblt!Ue, therefore to 
take a £lance et the U.• 11h1dl baa elreec!.r liMn acoordecl U.. 11111 'tile uee 
...,icb lule b-. MAle ol 1t. 

H. R. 1716 wu introcb&oecl 1n CongHn on JIIIUIIZ"T 10. For a period of 
too weoke, the Houe eo-ittee on Forei(lD Mta1re U.tenecl patientl:y m:1 
courteouoly t.o the op1n1ona of lS opposl. t1on "Ill. tnooeee, rtnginR 1n expert­
ness Clld orud1t1oa tro. tho l!eYerend Oerald L. K. Sud.U\ who represented 
tho Co:!llll.t tee ot One 111ll1on to Kr. Oeorge 11. Clooe, Jr. , ot Glene Falls, 
~. l ., ...,o conteee.O ld.th d1eoraing ctndor that •t do not reproeaant 1117 
group, orgciuUon, or ueoc1eUon ot aey kind. I a horo t.od.o,j< to 
speak tor onl,y one person - 111Hll • • • • 

When the Scat. Foreign ReleUoao Com1tt .. un:lortoolc eoMI.doraUon ot 
t.he meGaUre, it be&rd & total ot 4l '111tne8MI. 'fell OYCr half of tbooe -
~ 1n tact- NCieterecl opposition ar~ta. FiYo ot tho~ had alreaq 
expro••od their rl ... at conll1derable length before the Houae Cola1~. 

'l'bo bill -t to the tlDor ot the llowle on Febnlar)' ) 1 &Dd was debUecl 
there through l'ebn&ary 8 . It bas boon before t.be Sonata tor ooasl.deratl.oa 
on the floor ..,.,. einoe t.be Foroign Relatione eo.ittee reported it a1t on 
?cbxuary 1). S...17 Senator oppoeed. to it has had tull opport11>1tr to 
exprsss his point ot new. PropoD8Dts o! the bill, 1ncleocl, b...., kept. their 
advocac:y ot it to a '"'"'•• 1n the hope o! exhaWiting the rbot.orlc ot t.bo 
opposition u apeecl1ly u poosl.ble. 

~t the Senatore opposing 11. R. 1716 by no 11101110 omt1ned their tor&­
co.sting o! doca to the a.nato floor. One ..,..eon 111\y they fUll haw felt a 
"'luctAnoe to pertioipate 1n night senions on the bill """ that tboy pre­
! errec t.o devote th1a t1ao to broa4cut1ng their •••ese t.o tbe people at 
lart~o via the redio. '!'be pationce ol ettentin ~on ot Congr ... during 
the l ona debet& wu •OMCiecl oa17 b:y tbllt ot the g.,erel public whose redlo 
lO'Jd.spoaJoere lor .ore then ., outire mDt.b han blared repet1Uc:>1o warninge 
ot death and d1uolut1oa tor the RepubUc. 
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s-t.ara ant•, 1ra1a _. r.tt. -. _.. ,,.,,lid •• *• 1A '­
,...uo oat.~ t~.S.at. tile '• kue ••••• W1UWI ~ ,._ -*~ 
San&toro Jliru JolmaGD, -,., td'aUctt.e, ~. Loclp, o-...._, Clpper, 
JobniOO of Colondo, Cllafta, TobeJ, Clark ot 111.-n. ..,d Cl&rlt of Id8bo 
nave continecl U..Ml- to a a1A&\a Or&t.orioal. etfart. ..,S.oe "" u.e .s.r. 
TM1 ban been bolat.arecl to be 101re, b,r the wl.OQloGn<A ot ot.Mra, men u 
All Lanclon, John T • n,nn, Clelleral Jluall Jobn...,, a.n .. al Robert Wood, 
~·""" '!'h011111a, H..Uton Fiab, eod leaaer l.iiht.a 1t10 ban &'failed ~al .... 
ot the .!roo t.11110 put. at. their dbpoeal to d11ooaa the iaeue b)- tile u.jor 
radio net'oorka. The number ot apeechea and 111e quan~ t7 ot ~- allotted 
to tulm1114t.iona on the bW over lDcal a~aticns ... incaleuJ.able, 

Deep1ta the flow of .,rde WU.ch baa ta"ened the Ccn;:reuional Record 
and ttt.Weted U. air •vee, the iaolat.ionie~a ba'll ~Ucceeded 1n Cllldng 
coll'ferte neitller eo~ tlw people nor eCDg tlle1r oolle-suea 1t10 wUl ...,t.e 
011 the q1eotian 1A the Sonata. But tlw '111m.\ni nt mpport by pernaa1on ia 
no part of their progra. 'l1le1r pl.s.n atratagria to COIIIPOUDd clalq until 
., explosl.OCI in t1w PacU'l.c lllllcea tlw public 1lllW1ll1n& to rel•ae u.r put 
ot our c!otenae equ1JD811t, or until a diaut.er in ~pa llalcea release nt 
t...., ~~ too lata to be of ...nee. A tilibustar in the oniinarr 
soMa is ob'fioual)' bopeleaa. The opposition CC~not contl.llue to talk 1111W 
t.be Sonata ac!journa. It ar, however, ba able to talk untU t1aa it.ealt 
defeats the very purpose ot the bill, Ita athod ot kea~ this COlntry 
rroa involv_,t in war is to court U. Yery conditions wtd.cll lUke invol.,..­
...,t inevitable. 
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TREASURY DEPARTMENT 

.... ,.......,. liB, 1941. 

, ... 
Til!! !l!!li;<!!J MID PUBLIC OPINIOII QH H. R, lT/6 

Sine<~ cur....t editorial. eo_,t; cont.inuea to pw-aue the tralld 

preYioualy rapcrtecl town! ac~ ot H. R. 1776, 1t - uaetnJ. at. 

thls U.. to • .,._.,. it. Nll.ationahip to public opinion, J:ewspapsr11, 1n 

the recent paat, baTe ....,Mled tbelle.tna aa aarkedl7 anUpathatie to tha 

political j\ldcMDt. of tbair J'Mdera, 

A rather curioua pual.lel is apparent, howover, bet•en the geo­

graphical d1atribution of editorial opinion on H. R. 1716 end the olection 

retu.rno ot NOY811ber, 1940. On tba CUI'IWit !orei£11 policy illll8 , .,..._ 

P*!>Cr• d1v1d.ed, ~ the outeet, DOt at all u tbooy d1vi.dod during the !all 

C~I!J', but. rather u tboo1.r reedan d1vi.ded m n they -.t. to tboo polh 

on I:Ovaaber 5, 

G!!XWU'HIC.U. DlSI'l!Il!!TIOII 

Southern .-.papere solidly .,pport. the , .... .,t.ration polll.tion on 

forai'lJl policy. ',lltb few exceptions, they endorsed the original nrlll.on 

ot H. R. 1716, encouraging ~t ot it only u a fona ot enlistinc 

DO!'thern Sllpport !or a baaic program lObich they r&earded U their ""D· 

• 

Regraded Uclassified



189 
- a -

Corrrai'Ml¥, the edlt.orial Gppoii1U• to tile bUl baa bee~ 

1n the 111dci.U weatern t .... belt - 1D tbo .. ....., atatea, iDdeeol, wbl.ch 

by fairly narrow margins recorded the1r electoral 1'ot .. 1D II«- tor 

wendell Wi llld.e. Newspapers 1n thia eecUon no by no "'"'"" prepondar­

onUy ageinat the uasure; they merelr exhibit ClOre antipathy toward it 

t1w> ia Ql)parent alaewhere. 

Contrary to a rather w1desprelld aasw:apt1on, n111111pepcra 1n the tar 

- t are not 1nill1eal to the Lend-~ propoaal. The u,jor1ty are '"'1>­

portin;! the President, just aa their readers .,pported bia, doapite 

editorial tulll1nationa, 1D liO'rellber. 

A conaiderahle aeatter1ng ot opposition 1a to be .lbund a.mg New 

En;;land newapapa"' . Here, too, it 1a corta1nly not 1n tho majorl ty; ;101t, 

as IIIIODU the people ot this ~gion dlr1llfl the ce.-.>eiflll, it 1a sufficient 

t.o be !omidebla . 

These t1nd.1nga conform cloaely 111 th the Oallup Poll analyaia ot 

sectional ditterenees ot op1n1on on the ~Lease proposal . Gallup 

showed, on Februa1'7 U, 1n tuor ot the b1ll1 South, Tl per cent; tar 

nat, SS per cent; !In Bngl.md and 111448 Atl.anUc atet .. , S4 per cent; 

'll!at central at.atea, SJ per cmt. 

In edd1Uon, Gallup ah>wed a a1ngle section, COIIIPOaad ot tba east 

central atatea ot auo, 111chigan, D.l.1no1a 81d Indi&na, 1n llhl.cb the 

opinion favorable to the meaau~ •as only 39 per cent, nth JS per cent op­

posed, Chic~o, bo reported, is '\be bub• of the 0«1u->t against aid to 

Britain. It 1a also, t brougb the headqunrtera o~ the Aller1ca Firat Com­

lllittoe, tho Al:ler1can Peace 1!obU1zat1on and the Cbic&I)O Tribune, the bub 
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ot tile PI ;p 3 '• drift apiAA B.L 17'16. AJ.- ._ ... ,., flNa ... 

.....,._ _ ..... U'U11a1al JII'Vt.eat.e .. ~ --·· .... - • 5 ,.. 
~ toe or rosolutioae by 1M D • .f.. R. IDd the n., .. _.. ot 11112. 

In evory sector, according to tho Gallup reporte, 1111twnt tor the 

bill h&8 rloll'l oteadil;v 111nce its introduction. '!'he las betwem Gallup 

s&~l c! public opinion mel publication ct the roalllte Mkao it dit­

t1CIIlt to s•U&• popular reacticm to the _.. roeeat cend811'1ts propoeed 1n 

tho Sll'l&te. &.It these ua'ldaants WldoubteciJ..T 18Yuod a larp -lllro ot 

t.he rooa1ning opposition, 

l'ftopaper eupport o! tne bill bas grown s1J111ar4', as the Adml.nistra· 

Uon h&o accepted revie1ons ot tbe bUl ' s orlginal tom. But the growth 

ot this support has lllerely kept abreast ot the publioheel Gallup reports. 

This soema to indicate that tbe nenpapera are «~q>realling 'lllla t their readers 

t!>ougllt some tiD'.e in the past mel lag behind t~ swi!ter nolution ot 

popular opinion, 1/eweptpers, in short, haYo roneoted, 100l'8 than the:y baYO 

at!octod, public thinldng. 

One other Werence ~warranted rro .. thooe obaenationot !be con-

•!.deration whicn baaically .aotivates public opinion on H. R. 1716 1s trust 

or distrust o! Prooident Roosevelt . The ~nte •• to tho dictatorial 

poasibilitioa or tno dliDgers ot -.r involvount inheront in the b1ll are the 

rationolizationo ot editorlel writers. A maJority ot U.. public backocl tho 

President 1n llovember in large aoeasure beoauae it had oontidence in his con­

duct or toreiflll et!airs. J,. silll.lar maJority backed hilll'llllen the Lend-Loaoe 

hsuo waa !irat broached. That majority baa beon 1ncroao1ng steadil:yin 

direct ratio to tho tri.'Oid.l\8 sense ot national unity under the Presiderrt.' • 

luderohip. 
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' Cordell 
Hull: 

H.!!.Jr: 

H: 

H.M.Jr: 

H: 

R. II .Jr: 

H: 

H.lo!.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

Hello, Henrrt 

Hello. How are you? 

rebruaf7 28 1941 
4:21p.m. ' 

All right. Secretary Stimeon called me up 
about that Jim Byrnee amendment and it's a 
little bit hard tor me to get my teeth in it. 
I wanted to see what your slant ie on it. 

Well , we got up thie little memo which War 
and Navy and we signed and then sent it over. 
Did you see it? 

Yea, I ... - I didn't eee whether you signed 
it or not. 

Yeah, I signed it. Would you like me to send 
you a photostat ot what I sent. 

Well, I've got a copy ot that. Nov, whet I'm 
.trying to get to ie, first, you think it's a 

eerioue matter, do you? 

1.91. 

Yea, because I think it would make it very, 
very difficult tor the Army and Navy to operate. 

Byrnee didn't confer with anybody? 

No~ in our ehop. Well, now, wait a minute. 
He asked one ot our men - the way we heard 
about it- he aeked somebody down here whether 
they wouldn ' t draw it up tor him, you eee, and 
I guees that's the way it came, and we re!uaed 
to. We retueed to draw it up. 

Yee. Well , what I'm trying to get at ia to get 
enough material here' to talk to 8yrnee. Stimson 
wanted me to talk with him and I ' ll be glad to 
talk to any ot thoee fellows over there but it's, 
as I said, hard ~or me to get my teeth i nto the 
thing. 

Well, would th1e be helpful? The lawyer here 
who hes been following 1t 1e Oscar Cox. Would 
you like him ••.•• 
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H: 

H.M.Jr: 

H: 

H.M.Jr : 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

8: 

H.M.Jr: 

H: 

192 

- ! -

!ta!~ak ~~a OYel', I thlllk he wae With 
•• -..-.-taant aan wbo oue into _, ottloa. 

WUh MoOloJ' 

Yeah. Th17 gaYe •• eoae data and I Juet wanted 
to eee how JOU were lmpreeeed wi th thle thing. 

Well, I thln.li: 1 t would aaltt it Yeey Yer, 
diftloult tor the Ar&J and Nawy. ' 

Wall, I'll call up two or three ot theee 
tallowe and taU: W1th thea and eee it I can 

Jet an.Jwllere. You huen 1 t beard whether the 
reei4ent talked to S,rnee or not. 

Mo, I 11nt lt oYer b7 letter around 1:}0 
o ' olook and I haYen't beard troa hla eince. 
In that we a1ked hla to let ue know, 70u eee, 
ln the aeaorandu whether there wu an7th1ng 
we could do. 

You aeked the Preeident. 

Yee, and I ' ve not heard from the Preeident. 

Well, then I thlnk we' d better hear troa him 
eo we'll know Juet wbat - don't vant to vork 
at oroee-purpoeee. 

Well, I haYen't done IDJthing and &7 b071 
haYen 1 t done &ft1th1Dg other than to eend thle 
OYer to the Preeident. 

Well, now I don 't want to etep out in front ot 
the Preeldent on tue becauee theee aaendDente 
ha'le generall7 been ooneidered b7 JOU and bla 
there and 8tia1on and uong tb .. , that 11 
relating to thle part ot the bill. 

Well, be' • been 
and eo I didn't 
•• to. 

aort ot handling i t hiaeelt 
want to dO an7th1ng/he aeked 

unlen 

Yee. Nov, I've been epending eoae little time 
in helping tlght ott the Ellender amendment 
and eo•• othere that I'• tulliar vlth and I 
want to belp on thle 1n 1117 V&7 I can 1t the 
Preeident want• to .ate a t1gbt on it. 
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!I.M.Jr: 

H: 

!I.H.Jr: 

H: 

H. M.Jr: 

H: 

H. M.Jr : 

- 3 -

Well, I don't knov vbetber be doee or he 
doean ' t b~t it'e in hie lap right nov. We're 
doing abaol~tely nothing ~ntil va bea~ trom 
him. 

Well then there's nothing tor me to do. 

Well, that's ot co~•• ~P to yo~ b~t •••••. 

The only thing I co~ld do vould be to talk to 
eome Senators, yo~ knov. 

193 

Well, ae I remember 1t we eay, "Will yo~ advise 
~• vhat yo~'d like ~• to do,• and I haven't 
beard from him eo I'm not going to move. 

Yea. I see. All right thtn. You let me know 
any ot you. I'll be reading uo on thie thing 
and it and when you vant me to protest to a tew 
ot thoee Senatore I'll be mighty glad to do it. 

Thank you so much. 
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H.M.Jr: 

\1!11 . 
McReynolde: 

R.H.Jr: 

HeR: 

H.M. Jr: 

MeR: 

Hello. 

Pabruar, 28, 1941 
~: }3 P·•· 

194 

So tar we haven ' t round any 111ore men who were 
drawing aoney rro111 the Britiah Commiee1on and 
the Padaral Governaent too. I found that that 
tellow had been traneterred to Knudaen'e rolla 
atter they 111oved over to O.P.M. and they were 
paying hlm $22.00 a day ae a ooneultant t or 
whenever he worked in addition to hie drawing -
hle tirm draWing .2,000 a IAonth troa the 
Britieh Cocaieeion. 

Uh-oh. 

Bill ia praying oYer it today. He hasn' t 
aade a report to me on it. I t alked to Hervey 
Emerick tbie morning and he eaid he'd try end 
get a report in 11:1 ba.nd betore the end ot the 
day but I haven ' t got it yet. I'm going to 
call him again later. But I t hought you might 
like to know. We haven't r ound anybody else 
in the same category yet and I'm having the111 
all checked. 

O.K., Mac. 

Right. 
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H.M.Jr: 

I 
Morrie 
Troper: 

H.M.Jr: 

T: 

B.K.Jr: 

!: 

H.M.Jr: 

'!'· 

H.M.Jr: 

T· 

H. M.Jr: 

T: 

H.I!.Jr: 

T: 

H.M.Jr: 

T: 

H.M. Jr: 

T: 

H.M. Jr: 

Hello. 

rebi'IIAI'J 211 1 ~1 
II: )II p.a. • 

1.95 

Th1a 1a Troper talking. (Joint Diatribution 
Oou1 ttee). 

Yea . 

Where would that meeting be on Sunday, 
Mr. Seoretery. 

It Will be a t rq boae. 

At rour boae, and what ia the addreaa? 

2211 - )Otb Street. I t's Juat ott Measacbusetta 
A•enue . 

Ott MaaaaQbuaetta AYenue. 

Tbat 1 e i mportant beoauee )Oth rune down to 
Georgetown. 

I aee. I e there any Northwest or anrthing 
oonneoted with it. 

Mortbweat, yea. 

Mow, I'• trr ing t o arrange the f ollowing: 
r or what time would you want tha t ? 

Ve1l , bow many would t here be? 

Ve1l , I ' a trying t o arrange t or idward lfarburg, 
Harold Linder~ Harold Oinaberg, Paul Baerwald 
and ayae1t. That would be t1••· 

lfell, we'd be glad to have them t or supper . 

lfell, what tiae would t ha t be? 

7:)0. 
Ma r I oontirm that to your'aeoretary? 

&urelr. Vall, you'd better aend me a telegram 
to that addreaa beoauae I - eend a telegram to 
ar addren. 
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T: 

H.M.Jr: 

T: 

H.li.Jr: 

T: 

R.M.Jr: 

T: 

H.M.Jr: 

'!': 

H.M.Jr: 

'1': 

H.II.Jr: 

'1': 

H. K.Jr: 

'!': 

H.M. Jr: 

T: 

R. II .Jr: 

- 2-

low I'll ......... ,. lt. 2211 '11'\t h • N W - - .... - - "" .. tr .. t, . • 
Yea. Ott Maeeaohuaetta. ., ..... . And tba ~ VOuld be 

Yea, 70u aee there la a oonterenoa going on 
dovn at Prlnoeton todaf and t oaorrov and aoae 
ot the people I oouldn t reaoh, but I thought 
that that'e a varied group and there are at 
leaet three nloe 70ung aen there and I t hought 
that - nov vlll 70u han £4 Greenbaua there? 

Yea. I'll get vord to hia. 

I • ••· An7bod7 alae tba t you vere thinking ot 
havlng. 

Wall, 1t I oould get hla I'd get Juet1oe 
J'ranld"urter. 

I aee. Well , then I'll tall theee people and 
I'll oont1ra 1t by telegraa tor 7:}0 Sunda7 
aven1ng - thla Sunday. 

When do you think I' d know? 

Well, I'll t1nd out 1n a l 1ttle vh1le and I'll 
aand a telegram 1aae41atelj. 

I aean I'd hear et1ll today. 

Yea, Jou 'll hear thle evening. 

And 1t you don't raaind repeat 1n the telegraa 
vbo ia ooalng. 

I a a . 

So I' d have 1t. 

Yea. 

Well , that'll be tine. 

196 

W I'm do1ng the beat I oan. All right, 
ell, Glad to tal k t o you. Tbank you very much. e1r. 

Thank you. 
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Febru&l'J 28, 1941 

4:45 p.m. 

Harry Hopkins just called me up and said that 
after checking all over t own, he finds that the best 
lawyer, the mos t resourceful lawyer, in town is Osoar 
Cox, and he would like to have him. So I said that he 
was asking a lot but I would give him anything to help 
him. Then he said that what he really wanted was me . 
I told him that I would be here any time he wanted to 
get me on the telephone or see me. 

1.97 / 

Then Hofkins told me he didn't want to build 
up his own statist~cal organization and could he use Baas? 
He said that he would have to be t alking to me all the time, 
and if he gave me somebody else's figures I would only have 
Haas check them any way, and so if he gave me Haas' f igures 
he said that I would be better satisfied . I told h~ that 
we could try it and see just how much he needed Haas as we 
go along. 

I asked Hopkins why he didn' t speak to the 
President o.nd get him to call up l:ordell Hull and get Hull 
to talk to Byrnes about killing" tho so-called Byrnes amend­
ment. This is the one we wrote the President about today. 
He asked me if I thought it was really important and I said, 
"Yea. • 

It certainly is interesting that the more Hopkins 
goes into this job the more be wants the Treasury people, 
and I think be had better move over here. 
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!Mn hu MID aa .. .a-at propoa.a 

to LL l7'1a 117 Seaatora !att ua B7rcl whlcll 

Saator IIJI"M• bu b41oatec1 he h w1ll1Jic to 

....,t la .U.taaoe. Ite ~lloaUou .n ao 

uriou • Walt lt ought to be oallecl to J"'11l' 

atteatloa. 

!Ida aelllhlent prorlc\11 that DO clefaua 

artlolaa proouracl out of appropriatioDI .. a. to 

the trar 1114 lfa"7 Dapart.nta attar the atfactin 

elate of LL 17'16 oaa be ti'&Difarrad UDcler the 

bill w1 thcnat the OODIIDt Of CoJICrlll. 

!Ida uenant would aarioualf cr i pple 

the ooataplated operations UDder the bill. It 

would .aka it ~oealbla affact1Yely to carry out 

a jolDt procurement procraa. It would meu practieall1 

that w would ban. to b&Yo a separate Arrq, Na"f7 u d 

forlip aiel prograa. It would alao take away the 

tlexlblllty tb&t la neceaeary in diepoal ng of defense 

M'ticlll. 
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• J-tltlea b brl~~gbc W.a 

to JOfll' attentl'oa ...... u ••III!Mnt to whloh 

ad•lnlttntloa StD&tora han bean rtoeptin cute 

ao olott to the ht.art ot the blll. 

Do 7ft han ~ nueatlou tor uf 

Storetar, ot., 

c:/b:-r All~). 
Store tar, ot the !'rt&111J'7 

l ctlrig Secretary or the RaT.r 

FobrUAry 28, 1941. 
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H. M.Jr : 

Opera t or: 

Henry L. 
St1maon: 

H.M.Jr: 

S: 

8 .1!. J r: 

S: 

H.M.Jr: 

S: 

H.I!.Jr : 

S: 

H. M,Jr: 

Hello. 

Secretary Stimeon. 

Henry t 

Yea, Harr;r . 

I'm a good deal troubled 
amendment to that bi ll. 
taka the guta out o f the 

I agree with ;rou. 

~ebruary 24, 1941 
5:00 p.m. 

about that Byrnea 
I think it would Juat 
whole thing. 

Nov I called up Cordell t h1a aornlng and I 
aakad him if he would help in it and I aent 
b1a a aet of &1 ovn reaarka on that aubJect 
and JOU aee he hadn 1 t taken anJ part in the 
analyeie of the bill before the coaaittee. I 
gave him the pointe vh1oh I thought would ahov 
the important - vhat we thought waa t he 
important part of the bilL and how thia thing 
would deetro:r it. I aent him a oopy of the 
argument that I think haa been drawn up between 
Cox and McCloJ in regard to what tha amendment 
would do to the propoaed a;ratam aa I had aet 
it out in m:r atatement to the Senate and the 
Houae both. 

Yea. 

Well, I oa1led h1a up again and he baa read 
th .. and told me he •••.• 

I don 't hear avtull;r well. 

I aay, I eelled him up again and talked wlth 
h1m again on the phone and he hal prepared 
himself and il ready to go into action but he 
doeen 't want to do eo unlaae the Preaident 
vantl him to. 

Yeah. Well , he oalled me - I don't know whether 
it wae before or after - and he aaked what my 
poel t l on waa and I aaid that ln t h1e note whloh 
we all aigned, the last eentenoe, we eaid ve 
vera all waiting to bear from the Pr eeldent 
vhat be wanted ue to do. 
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8: 

H.M.Jr: 

9: 

!I.M.Jr: 

S: 

H.M.Jr: 

- 2 -

Well, now fNDUy thle h Ule elhaUOil A 
eoon u I heal'\! ot U w11101a •• 711,,..4.;, • 
attemoon, I oal.le« tbe l'l'ee111M!t up IQ' .. 1t 
and t old bia Juet tbie - told b1a I thought 
tbie would take the gute right out ot the bill 
and he told me that he thought eo too and va1 
doing - gave •• the impreeeion that be va1 
handling it eo I told h1a I vae very glad to 
hear that and that 1t there vu anything I 
oould do why to let me know. Hle voice 
eounded very hueky - gave me the iapreeeion 
at onoe that hie cold vae voree again and I 
thought that it vae the pert at buaanit7 not to 
talk any longer about i t and I Juet hung up. 
Kov, I ~ve done all that I dare do tovarde 
atirr1nc h1a up but you ae hie oloee pereonal 
friend perhapa nov can carry the ball a little 
bit further and pull the etring that vlll 
atart Cordell going. 

Well, that thing undoubtedly got into the 
Praeident 'e hand by 2 o'olook or earlier. I 
aent it over by epeoial meeeenger; I eent a 
oopy ot it to Barr7 Hopkin• and one to the 
Director ot the Budget and, frankly, with the 
aan a1ok I don ' t like to call him up. 

Well, I'• in the eaae poeition aa you vitb the 
addition that I've already called him up onoe. 
Thie would be a eeoond ti••· 

Rae that been introduced? 

Vby no, it'e in ruaor poeition. It haen 't been 
introduced but it hal been talked about - 1t 
aay have been introduced but 1t haen't been yet 
fathered abeolutely by Byrnee and the l eadere 
although the paper• reported the• at eaying , 
that they didn't eee any obJeotion to it. That • 
Vha t a cared me. 

Yeah. Well, frankly - you want my etraight 
anever - in view of the condition of hie health 
I don't want to oall him up. He'e got that 
aemorandWII and that va a a 1 trona memorandWII. 

Henry, here '• the polnt: 
effort may be ditched by 
atring on Cordell to get 

the Preeident'a whole 
the failure to pull the 
etter Byrnee. Nov I 
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H.I!.Jr: 

8: 

R.M.Jr : 

S: 

H.I!.Jr: 

S: 

H.I!.Jr: 

S: 

H.M.Jr: 

S: 

- '-
don' c lUte eo ••• Uaac "'' la Ula\ .., 
Would & oaU Co Jlanr IOJ*1DI belpt • 

Yea, I think 1t would. 

Becauae I think eomeone- I can't eit et111 
and watch the highva7men k1111ng a triend. 

I tell you vhat I'll do - let me eee 1t I can 
get Harry Hopk1na and 1! I oan I' l l talk to 
him and I' ll call 7ou •.••. 

You can becauee I've Juat talked v1th him 
on another matter that t he Pree1dent baa g1Yen 
ua - JOU krtov that matter ot the reoonc111at1on 
ot the programa - the Br1tiah progr .. a - and he 
11 there now. You can get h1a. 

Well, I'll aee 1t I can get h1m and I' ll Call 
you back and let 70u knov vhat he aaya. 

Well, I'm at the hoapital to 111 hov Palmer 
1a - he'a been very a1ok. 

Well, I' 11 call h1m anyway. 

You can get me at my houae aa aeon •• I get 
from the hoepit&l t here, or- I don't think 
it'• necaeaar7 tor me to vait 

No, no , 70u go ahead and I'll le t you knov 
later tonight. 

All right. 
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P.B. 
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u.x. 
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Sin&apora 
(Yi'a PaJWU.) 
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14 

1 

16 

2'/ 

Brituh .Ur c-taa101l 
Febl'11.u7 24th, 1941 
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hii»>PJJICa C -ICA'YION 

..,.,.. Februar7 211 , 1!)41 

ro ,earetar7 Kargenthau 

•oo" R, D. Wll1 te 

SubJect: Ohangee 1n U. l. Gold and Dollar J:xobange Aeaeta. 

0~ Jan~r1 II, the British euba1tted eetiaatee to ue that 
their oaeh reeou.roea--gold and ottioial dollar balancea-­
would be exhaueted b7 the end of Januarr and that a detioit 
ot $250 m1111on would be incurred b7 the oloae ot Februar7 
That ie to aa7, the u peoted drain on their cam aaaeta 1n' 
t he two aontha waa eat1aated at $6oo aill1on. 

There are appended two table a: 

1. The tiret table a~ws that t he United l1ngdom had $270 
m1111on ot gold and ott1o1al dollar balanoee on January 31 and 
$201! m1111on on J'ebru&rl' 19. 'fhh latter t1gure exoludea re­
ceip ts ot newly a1ned gold 1n February and aaeuaea that the 
Br i tish have not eold gold outeide the U. 8. ainoe January 31, 
(They have aold leu than $150,000 to ue in February, ) 

The drain on dol lar exchange assets in January wae $13~ 
million and the e~tiaated drain tram February 1 to 19 wae t711 
million, or a total ot $212 a1llion Iince Daoaaber 31, 19~. aa 
compared to Brit1ah eatla&te tor the 2- aonth period ot $600 a1ll ion, 

lnaa•uab aa the British direct inveataenta have not been 
touched and their eecur1tiea ealee have been about what they 
anti cipated, it ie evident that the Britieh were 1n error either 
aa to their dollar expenditure• or their dollar receipte or both. 
The maJor source ot error aeeae to have been 1n the toreaaat ot 
expendlturea, whloh included large auae tor new prograa--euae 
•h1oh were not epent. 

2. The aeoond table 18 oo11puted ae a rough obeok upon tlle 
drain on aeeete. It gives eat1aatee, baeed upon British intorma­
t 1on, ot Brit1eh dollar expenditure• and receipt• tor the 7-week 
peri od. Tb1e abowe that 1t expenditureo from .ranu&rl' 1 to 
February 19 19~1 were at the rate anticipated by the British 
tor the yea~ 19~1 the drain on aaeeta would have been $21!0 
million, Th1a 1e't70 a1111on higher than the drain on aaeete 
shown 1n table I . It the Br1tiah eet1aataa are accepted, the 
moat plauaible explanation ot the d1tterenoe would be in deter­
sent ot pa1aente dUe Canada or 1n eeaaonal aoveaenta. 
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JIM. )1 .,.., )1, M,lf, 
l.CUQ }!A ll+l 

~ 
Cltticiel 4ollar .... ,._ 

:l92 154 1S4 . 

Prl••• ..u.r ", .. _ 
S4 :u. S4 

302 291 
~v.s.-au.. 616 

299 .. 
DUM\ -Ga..,,...,_ 562 545 

:~.a .... -.w ...2l!IL ...m.. ...2l!IL 

!ot.&l 2,164 21f)O 1,9S2 

ot 'llbidl taw-. &N ....u-
ol>l.e ,acoori1Dc to Br1u.ll 1,811 1,697 1,610 

ptll.&r 'Pm"' t;sm 

•• ~too of Br1u.ll l'lu'oiiM:I.DIIIUei,... 1A v. s. 
J-.a:t'J, u nport.d 111 Brtu.t> ••••••• tliJO 
hbrur7 1 ~ 19 (Briu.b tonou\ 

tor hlb. OD a ~te baa1e) • • • • • • • lQi 
b. lletic1\ 111\!1 C...-cla requ1nci to bl M\tJ.ed. iA 

aol4 or doUara (Br1u.h oniMt. ...s. 
Nll'l:r 1A J..aJ7J hb. to...cu\ Oil a 
pro-rat. bull) 

• • Otllor Mllar JAO too to v. s. e4 o\!1« oo'OIIIt.riM 
(Br1u.ll M\iaat. tor 1941 Oil a pro-rat. baeil). 

foWl 
Ri'J e r lteipM 

a. Do.1l.ar a.o.lpte tor tr taqOOrW e4 eenioo 

221 

Dl Ul ... I:1Me "" ,1. , ... 
138 

) 
71 

212 

(:l.a e1111cmo) 

~·(*tWa .ns-w tv 1941 oo a 

,.. ~- buil)- 90 
b, ~ J.anrel,ia e4 SoUUI Uric• &Old 

(Br1u.h ..U..W) _12.. 

1!\ c!e]]•r sp ;::,.,I.Je• 1 to l!bo 19. 19AJ.auu. 
• '1'111.1 fi.&ve 11 baMd OD \M a....ptioD \!11\ \be U,K, ..u.4 "" pld oa\ ot 

it. .,,.t.ery .tocl< to ooaa\ril• otMr U.r u.s., reb. 1 to 19. 
U.S. 1olAl CIDl:l' $1.42

1
000 of aold to v.s. 1 J-U'J 31 ~ FobraarJ 18, 

A1u1t.bu- .all .,ij at. of t20)1000 11 r.por\ed.b 11 ~~1\ to1UiiaROODaDt.l7o 
.. 'l'b1l 11 tile - ot Briu.b pri'fat.l doUar 11&011 ,. - lo • r. • • Oil 

Mnlar7 11 (1276 p1111<D) e4 ou~ \M .,y, f,R,D. oD J.-.rt 291 

( t23 w1111oo) • 
Febri>Ar7 271 l9ill 
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COUNCIL OF NATIONAL O£F'ENSE 
OC~IIC'OlllliMIDIIII.~I«-1011 Of 'OD'RIInCOIL A11D QJllVRAL Rll.ATIOIIS 

aiWIH nc AWIIICAN ~ --- .,., ........ _ .... 
IIY dur llr. Seorotary, 

Fob~ary 14, 1~41. 

!lo Wldorotand that tho oxtouoion ot tho l'oro1p l'l111do 
Control Roc~lationo to inol~do Central LDd south Amorioa 
h boi.D& oonoidorod. In oaoo thio 11 dono , I aa offori~~& 
oort&in o~ootiono whioh I bolino -.y oonoidorably allo­
•iato tho &pprobonoiono whioh would bo a.laoot oortain to 
arlee. 

I tool it would be partio~arly holptul it tho 
oentrU b&nU: of the •arioua oountrlea , where they eXiet, 
could be 1n~rmed o~ the e~tenaion in oontidenoe before 
1 t take a place and be '1Ten a aauranoee that would place 
thes i n a more reoeptiTe &Dd cooperatiYt ap1r1t. 

It aloo oooao Loportant that &11¥ publicity or rogu­
lationo iuuod at tho time of tho oxtonoion bo written oo 
•• to oonvinoe our neighbor ing countrlea that no oonfiaoationa 
or unnooooaary i~airment of their norm&l aoti•1tioa nood be 
reared. 

Undoubtedly thoae thought• haYo alro&dy ooourrod to 
you &Dd your &aaooi.atea, but in Tin ot the 1mportt.noe ot 
tho 11111.tter to our relatlon.a with o\lr noi&hbora, I h•• • taken 
tho liberty ot br1n&1n& thea to your attontion. 

~ 
Tho Soorotary ot tho Troaaury 

!l&ohington, D. c. 

g: 
III!LSON A. ROCDlP£J..LBR, 
Coordinator 
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t.be AM 1.11 JR I a to ._.- Uii (aa 1-c aa 
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tM ~ ot AcrinlW... t. - pnpared to •'IIPPOI'te 

2. lo - - be !IU'tl 'llllltber tao. ~ w111 1"'CU'd a ~ o: t11e <lft7 to 50 ..w aa -u. .,..,. --. ... a , '•• cklabW tllR 'M7 
Jdll uot I ,.. ••• u,. a11ua 111.a c1ooo11tao -...u- t. ~ aboat. 1u 
tlatva pr..,_n. fw t.be apan ol - 11 u4 -'- la tile a ... o1 
_,, ,.. - J!PPU~ .,S,. w be ~to oltw tllaa a~ 
e-ee'• ~ • --s--. ra tM eaaa ol ewaell, nex n4 t. 
&ppiZ 11)' t.be ~ J1 01M11\7e 

). I nal,1M t.be\ _. d r':.1e ..,.u.ltoenl polle)'1 t.be pro 1 oaa 
~ nate ot fanip vede, ... t.be lq udbU•v ol t.....u,. 
poet •az v.~e ....a~.u.. all • a'" t.o .ume1• .... rl! ss·= lor 
a \....sa Dpl l U a ...,.., ~ to Ai&l llDI 0 to. Nl&U... 
Bn I ** u t. ..u. ..u.c t.~oet • t• .earp ace t.11e a.- ...,., · w 
to .&rpaat1a0 - Jd.a rftvta ~ ... :u.., ~Alii UM t.be\ W W..0 
"'-\1- witll .. 1lld.W 8tatM Plnw • tlo1l!en u4 t.be\ JIOI\ at oa S -u '-- t.be ldcPft bqw ot ArpaUDa poole. Ill 8J~Mitleall)' 
a.eaerte4 tllat Ou : .-lAP btl)' ArpaUDa .... '!!baR ... Mat ... tllR 
.. -u ..... ... \Mnf- ...... t.be .lrpa\S.. .. -.1.DtalD ... 1Jioi1..-
JI"'IIbla e- swpeot• tor - Ou 1D ArgerU• who, be oa1d "'law 
~-- to \be -u. ot 1Ddutrial ... 0 Cll ... line p­
t.baiz ans. ... llt .. to .&r;ea\1llao Bat. t. t.be ICII't ol an-1 tlla' .... 
-· to t~ta ~ _, 1u ottao\1- 1.11 ~ ao1n1 to be 
1noraaaa4..U it baeau--. a....,..t *',..- PN£IANd "'.U. 
OGlJ' tile-.&~ IODCJiofM <a a¢a8ltoeftl proc1lle\ae 
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., -· ., letal f- .......u '"peU .. al• ·••tac f..U. .,w... .. to , .. 
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lM•l4,11'111C \be poaai..Ult7 elf -'•'-*• nutlou eltt. lt • fN al&ll\ u paU 
to 1 Oablaat ••'• II' te Ua fino 1a • _, *loll alp\ lir - u r..,..el u 
oa •u caa-• al4e, • lt tile l)padolt. Ouvaaw.-t al&llt fl.al. ....-.fer a-­
plalat ocata•t tlt.h O••••••'· all.,. t~~et ,.,. letter •• wU,...,dSac ,_ u 
tu4o \a pq fr•ar:r -111 witMD a .,..ltlo acr-' pro..UUC tllertlcr. 

!Ill ... ....,. ....... wiUl tile .......... l .... 
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TREASURY DEPARTMIINT 

INnhJ7 ... pstt= 

Oa re.,._,. 2~ lr • AIM• hrl• hl-,looa ... M Ina \lot ~, ... , of a-ree 
~ C.pl ........ ..,.~ ,,... •• .,... 11M ·~--... u. ,_ ., IG7 1a ... 
~a\ ot o-eroo, teU...S.. a "'ell.., - ta tu ~ ot .Apial'-. 
""'•• .., a...U.Uo tor tw ,.. 1a ~ !ftuu7..., r· t Were rotwatac to .,. ,.... . 

wore rMOtnac • · ..,_~ ta .._ lr~ .w oft-. 1 ~cu. 
II-•· Lh ... q ... Wlq (Met.._. alot fll tloo lhhloa ot rw.tp 11ntoo p.,._ 
~) 1a ,. ~ ~ .. , ..... wl~ lfr. w.ih 1a ~ ~. I\ .. , • 
...... ,.,u .. tw tu aato ~ ....u 1u. ie .... 11r . w~ ett cu. .. 
~~ore tor • ....,.. ot -a, '' ct .... ~ '-flln ot nMlllt-*1• a8 • ..._ 
.... tf ue M Clllaa , Ull to o~ t..- u _, .... oUoao ..,... ..._ 1 1 oft lib 
NpOrUac wrll: t .... • lh' , ,.rt~q 1a nw ot _. _,._. ... llkWtaoUoa 
......._..., wl\11 Clllaa. a-. lai~ .... ,..at ..... \ea-. w.t.h1• flltloo Ull 11at 'liMa 

a boll: ta 11r. w.t.h'• unetoa. n to .._. ..... \llat u 'M rr•_, ... h 
s.oretarr loll were lilt t~ ,_. ot tat:r u;;tr••· 
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taW. • .,.....,. a:a, 19110, nliJM\1 11..-'• .. lt JlooUloa1• !loe nll' II&U."-1 

o\a\IIUu MW -n••ll an IIIIo• -rtac plt obl,...to '-be 19110, *!Ill 

tbov \bat \11oM •a opW l,a39,IIC5•171 \1'17 -• or 69,6lllldloo ftl'MI at 

Tea J2S,953olia5•11C• Ooaplratlft flea~'~• for 1939 oro 11,119, 7!19·970 01IIIAIII, 

lli9,S9111d.1oo, M4 T• 66o,951. 735·11· !UM lata 1a4laato a ntuUoa of 'S}-1/3'/> 

Ia 'I'll- - ,_ 1a ftl•· 
Ov ""'*'"of oollootla for lo"'"7 O.toMI', 19110..,. llaft '-II '*' 

lov .. \llero - -- an-t .... ., .. , ..... al._... .. .... ' .... 
.. , .. '-llT _,,....,. ..... a 0es:: 111017 ,., ... '-.. '•W 1a o.to-. 

19ilo, a aaUo...W. oelloots.a of pa erUollo 11 - "'be .. u~ oanio& 

n\ oa \llo 'iaelo of .a. - at ,.a llol41ap tMa '-be 19)1, -' tMt ale 

PMIU oollootlea 1o •\lllllJ' a ooatt-tl• ot lloltbcl - ._... 1t lo eloaloll 

Ia pabloUo -'• lowftr u 1o aot 'ioll...o& \bat I'IOilp\o ot npor-1o ..,u 

fl-oa \lllo •- 4vbe 19110 ~o& tile ootba .. for 1939, 'Ina\ \IIIJ' ..,. llaft 
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roas,.. , ..... 1111 

At: the reqMat ot the Pre.l14en\ • Mr. Oeno I>u.aJ.n baa Mel 
an oxballl!t!To aur .. y of tho oapaottr or t bo nul 1oduotl'1 to • 
dtt01'11111111 wbethor 1t hoa adoquoto tao111UU to aut tho ooo.b1ood 
roqu1ra:nuu ot the Ulll.ted Statoo ,.., Br1tUb dot•coo prosrou ud 
expended dtf!II.Jldl tor oiv111an uu. llr. Duan 11 nn lor a~ntulta.nt 
t.o tlbo Produotloo Ditialoo of the Otrlce or P .. ocl!u""Uon ata.aa&••nt , 
but 1o tbia ioatuce • de uia report direct tt' toe Preeldc t. 

Tbl atad.f wua Nquested by tbl Pr..14ct to.eceu.e ot con ... 
tl1c t1DC eathat•a or .-teel require'a!lltl dulac tbe out tw Je&rl 
aDd ot tbl co11aequent abUitJ ot t~ l.mUU7 to a"t all d..ands 
placed u.~ 1 t. This q,u..estton 1a ot avcb iapo.rtan.ce to ttl.e de tense 
PJ"OCr&a &.Del tbo oaUooal acoDOI!IJ •• • -.ole th.at the PNetdeat re-­
qu .. t ed wr. Du.nn, •• a q_ualUtcd eutbOrlt.t capabt. or preaentta& u 
iaparUal , tactual nud,y, to mte a apeol&l NpOrt oo the a~ject . 

'1-'be ln•~•ttr.&tic.n on 'tt'bic.b it wu batecl wu carried out. 
over a pcrl04 ot six waok:s. DurlQ& thw oourM or hll ioqui.rJ wr. 
DUDn ooo.au.ltod w1t h a grt"at eoy oooooah-tl ud experte, l-oth 1n 
gOYernmo.nt I.D.4 1114\lStry , and rt.~prouo.tati'Ytl ot orp.olud l.lbor to 
the eteBl toduatry. He baa aokn0wlo4atd tbt •oluable aeaistance ot 
118D.Y ot these parsons . 

Mr. Dunn bas o.co~Jptl)d tbe oatiJIAttt ot Meldn 4• Cba zaau , 
eoonca1st attached. to the uatorlals Branob , Otttoe or Produc tion 
Manaae•nt, oo probable requ1roa.mta ot n oll tor ol•llian usee 
4urla& 1941 &ad 1942. Those aatlaat~• are baaed on tba asa~ptlOD 
ot a aauo .. l taooae of 80 'billlOD doll.tr• to 19'1, 90 bllllon in 
1942, aDS a groetly iDcreased 4.-od tor at11l tor c1Yll1U u.ses u 
• reeul\ ot tho rise 1-n aeUor:al iMGall• 

Row•nr, the I)wlD: report: ltxllu4tta tntonat ton o.o eetual 
o.apeot\J tor production ot ateol lJICOtl ftldl bel na• or 'bMD k:DD'IrA 
borore atld 111b1eb d.-outdte-a tbat tbat eepeoUJ 1• oona14ar6blr 
h1Cbor \hoD •• gooorallY rcallud. 

'l'bo repGrt ocnclf¥loa tbat tt oort.alD. •••u.r•• ere UDdar­
takoa tbtre will 'be an exoe.as ot 1ns.ot-pi'OdUO loa oapacl tJ o1'ar tot-al. 
raqutremanta ot 10.100,000 toq during tbe proMDto yeer a.Dd 
2 ,100,000 in 1942. '!'be&a soaauro1 t.mt a~t 'tot t•keo to attain 
copao1\Y produo\ioo incl ude tbe ol1D1DAtion of pot 4nt1al bottlo­
noolca tn output ot pie: 1.ron and cote, a o 4U'Cil 41at.r1'0ut1oo ot orders 
th.ro~out the industry , a.od u. 8borton1n& ot tbo period or tl.mc 
d.ur1,_ wb.lo.b ato6l-l1Bid.lli& toc111t1el arv a.or•llJ' cloud down tor 

ropn1r work. 
au. D~ bas err1Y<Jd at a n.ow aHsu.ro ot 1t oal oa,aoity 

wblcb b e ~s called "reU&ble oapecuy.• 't'bt dtrt•ren~o b otW~eeD 
"reliable oa.paott y" and. "Nportad eapacltJ" 11 \b&t "N.l1a\ lo 
capaoltJ" ~s toto aceount ocr\alD o~!at1DC tacillttsa tor tba 
rrocht.o\.ioo ot na.t. eastl..ne.• whle.h eN not. tncl\lltd to N~rted 
lt.o\11-tlOI of' tbct lt;dasttY &ad \ba\ Uw p.)rlod Of ti.M t.Or:&l.l.J OOD­
au.u4 tor r~1r1re; taeUUle:a cu 'Oo rtd"c" at • a.OS1:)31 tneraue 
la colt to tb• noG! co::pa.nle tl . Tbla tccr.-a04 t JPt rdU.UN' lA tbe 
tnt.eNata or tUP-aarl-no ts Ju.atlttad bJ t.M "aM'CfinOJ oatu.n of 

4cur.na.da :.• Uu to:1US'Z'1• 
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• .. . -
Tho ...,..., lltl.-.t.cl t lat, OD - lloolo or oxlotlnc foo1Ut1oo 

at th" bo,..,.~l"' ot h pu. a 8ort.aae ot 1,1SIJ,Sl4 tone, or 2.$-, 
ln oaraotty Jor prod\lotioD of "P1r; 1rob would reat.alt tr tl\e tDd:uetrJ .. re 
t.o operate At rolloblo copo.oity throuchoot tho por. In 11142 1 potODtlol 
ehort•t• tn the production or pt~, iron or 644,481 tone h anticipated on 
t h.o batle ot oxhth~ taollltle:a it the lnt\JatrJ wert to operate at 
oopet.o1tJ durinr that year . 

Colee 11\orta.:e chrln; 1941, on the ear.t ~~-"~ •~ 1t ettl•ted at 
&,360,31 .5 toni , or 1~. &Dd 4J.r1nt 1942. at 2 , 6':'0, l~Ori tl)t41. Total coat or 
r e110vl nr; tt.ae deflolta by ~oMtrnction ot t.d.cUttc,M.4 tae1Ut1ee toul4 
~ $5.t,S46,i16 in 1941 and :2'i,482,9&4 ln. 1W2. So:. oJ the .. taoHltl•• 
a.re a1 ready under oon.a truct1on. 

Ur. Dunn hae roc~~ed that tblt lrAro••• ln tao111tlt• be 
undertekcn an4 tha t tr lt doe3 not. ooc:ur noNall!f ~t lt ~ s-ro- ret.d 
OYor tho ln"*"ttr)' by the Di.Tooltor Gener•.l of tt. <.~tn c~ t1 Proi!'Jction 
KM.;ee~nt . !Ua reca..endation alon... t :-.eao Hn•• h ba .. 4 on U. OOD• 
vlotlon that tho nomU reh.tionahip betwen p~~ iron anct acr•p coi.n& into 
inrot lt(lol thould be ed.nta1nod ~d thot hdtquote tupplltl or ooke should 
be aTe.Uablt both tor at«Jel .aulcin• t.nd for h0110 a.nd. oo.-.erolal hclatia& 
pwpolta. retain·; tht inatar:..otton ot na• r.o111tba, howonr. any abort· 
aso• \.hilt mirht -.rho rrom th;u:e dlrnot:1ont oould 'be a•'t (1} by inoreat1t~~ 
tho ratio or oorop to pi£ Iron Q>ln~ Into lJlloto •nd (2) by diverting coke 
from uto in homo and oom.orci~l ho•tin~ unita to t ho atool lnduatry. It 
auoh ftl{pOdif'tnte oro round noOOU$ry it h e~.crted th•t they should be .m.34t 
ttlll)ora ry b)• tho oroo.tion or new pic. and I)C)lco ta.oillttll to uintdn noJ"U.l 
b&ll.l\01 and praotioea in tho industry tncl to ainimbo .ny dilturlMitlOI or 
ohUhn oontura.ftion of ooko. 

The 0\u.m report atrotJ.«lY •ptl.&i&tl U\_, ntotaalty ot oqn 
d1atr1b.tt1on ot order• throu.r.hout the i.n~atry lt ax1-.. oTtrdl pro­
duotion 11 to be r••~hecl •nd alintalned. ln other -orcb, one p-od.uctr 
mat t oot be aUowocl to aoquire a la.r&• backlo~ or order• l'br dtU"r7 
well into tho tu.ture while a..notber produoor 11 oport.till$ at len- than­
auiiN.a oe.paol ty. !bit eitht lnYOl "~& a oontidoeublu lhUtln& ot order• 
and req,\llto uaora ot 1teel to de&l with ditterMt aoura.l ot 1uppl7 thaD 
they han 1n t.he paet. kr. :Nnn reooiDCilded t.hf.t ucleu IUOh d:l atr1· 
\utlon tokol plaoo ~voluntary c.otion or the laduatry that the Director 
ot ttu, Di'ri.aton or Priorities t.tauao r•IJPonalbUlty tor the tu:t. . 

J.ol b.ble oapaoity tor ate"Jl inrota a.t the be~nn1nc ot thi• 
y.., a_r, .-tth amplo -.llo•ancot ror reriodlo ahut.-do'lm tor r"pai n , 11 roport!Jd 
in the Dunn atudy ~a 87,576.099 torut V' r y(J•t• Thla 11 rout)lly ~. 500, 000 ton• h1.r,Mr than provioully OUP!<Oitd. Comp1ttt1on or addi tt.onal 
rao111t1.)1, now undo~· "•Y• "¥oill t"l't.itsiJ rellt~.blo onnu.l l)lpaoity to 
91,124 , 718 ton• by the ~d or tho yoor. lt ahould bw ~··•rly \,lnderatoo4 
that th<liO fi ·""W "'' on oapaoity rupre1ont. tl'o tw.xilllu::t r a t o or op.lr&tion• 
~at could bt oontin\led. o.-o.r M oxt~dGd. puriod or tSIIIO· Wr. Dunn h~• 
conol

1
acS.ed '-h&t tM tnduett'Y oould, Wldor prop•r oono.1 tiotw, opsrt.te 1.ode­

tln1tf'"lJ at a rata ot all&htlY ..,re tha D 102: ot r t a•ottod oapactty, which 
h!r !lto!'or• hal ~on t.h~ nonMl mas\W'e ot a tfll oapaelt)'. 

tnfi:Ot pro$.1otlon in J,;nu&r)- na at t h-1 hlc;htat point i.D tha 
hl ator )' o r the cou.nt ry Ul&)u:ntit~~; to ~- 943,084 ton a. fti)Wftftl'. the 'Dimn 
r _por t •D• t h e tntor:at lr.t obsorn.t ion tt.; whi ~• t h.ia tlpr' r•p~ea""ntl 
17.1% or "r:zporto:1 •paoi t)· · i t i l on1)' 94. 5..- or r•l hblt capt.olty .. 
noo oo.Jr~A.tod \olith ,...,U abl• c...p-ao1t:/ that 'ld.ll .,~at at t}atr and ot t his 

J"ar 
0 

Jt.ll'JI'.t"J prCHIUOt"ied ..ou\d rc.proaoot Onl)' 11.• Of t.h•t O.&pa.ol t J• 
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Direct defense requirer.ent.a tor ateel in 1941 are 
eetimatod 1n the llwln report at 51 100,000 tcno. There 1s not 
much controversy over this figure . Exports ot ateel, ~Aatly 

232 

to En&U.nd and Canada, aro placed at 131<100,000 tono. Civ111&11 
ro(IU1ronl8nte, based on a national inoo""' ot eight y billion dol­
lara , u·e eaUmated at £1, 000, 000 tone, .,.king • total or 
77,500, 000 lone or 10 ,100,000 leva than the reliable capacity 
ot the indnatry t o produce in1,oota . Naturoll.t, ;]' tho national 
inooM ie lest than eighty billion dollars, cinlian require­
Mnte will be 1o£o and the safety mer,;in corrnpolldin~y in­
entated . For instance, 1.i the n.&t lonal incono 1n 1!141 reael~ea 
onl.y a. vent.y-anon bllllon <loll&ra, surpl\la caf)lcU.y 1a e•­
ti.Uted at 14 ,100,000 tons. 

SIU'plus capaclt,· in 1942, ba .. d on a national inooao 
or n..nety billion doller-s, ir: est!Jaled at 2,100,000 uns. 
Aplll, if the nadonal l.~oow 1n 1942 roches 'Cut 87 billion 
dollars, aur )lua capoclt;y would be &, 100,000 tona. 

r.'hil• e-xact figures in tJY ... rJ co.~cc,ry CIJ\not be col­
ltctoci, tho Dunn report finds that capocHy tor rolled and other 
stool products is gon»·all)r uell 1n oxceaa of ~.n&ot capocit;y, 
ran!lins !rom ~ ln certain •ac tors to an avaragv of 15%. T1le 
conclusion is that it orders •~ vroperl:r distributed, total 
roquiramontt for fabricated productc can be net without unuoual 
delay . Thi• should not be taken to mean tha~ at no time during 
the couret of thJ dotemse program will an.r uaer or an.t steel 
po·oduc~ face dif£1cul tr in obteininll prompt dol1vor1ea. During 
a poz-1~ o! t.roE£ndous indu&trial exp&neion , t.ith r"flQUirement.e 
for epocllic ')Xr'OG.\:c:ts undergoing !roqutlnt. chan&OI, t.he c!cvelop­
Mnt or te•porary ehok~ poin~ in certain. 1pota 1'r0111 t.in to 
~iso appeers to b< 1neY1tab1e. 

lloweY~r, ~ at.atist1C& un6.&rtbed bj Ltt'o Dunn's 
at.udJ e.nd uu. eanclu.!ions drawn troo t.huc, pn.ecnt. ~ encourag­
in.t piewr ... to the dirc.ctors ot t. . .1a notion'• clt~fen•e progra.a, 
t<> cood noi&:)lber nations, and to usora ot at.:<ll and •t<.-c:l products 
t'or civ1Uan consUC~pt.ion. 

In view of tJ\5, ULport.ancL of etc ... l capocit.y and tho 
nwcoeaity of having an u~to-datc.t pict.\U'Q ot the eit.uat.ion, 
th~ Prolidc.nt. h&s asked t:r. l).tnn to zt.ak\1 t.h1a aUI"'VI:/' and r(,port. 
tho:.. et.art.1ng point o~ a contiJluini otud;y. lJ. DuM t-.aa accepted 
this aaeignJ,,.,.r,t and will roviee hi:J at.st1at1CIIi anC: conclusion& 
;>oriodically, reporting dir<otl:r ~o till Proaidon~ on his t1nd-

1nae. 

-- -- - ------
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Be 1 ll&lcola 'lb..ar-llioboleo,.. 

ll&l.oola 'IMeler-licboleOD 1a a torMr ott1oar of c.~, 
Replar 1uw:t. Be baa 1>-.l • .,.. auoceaa aa a abort atoi'J writer, 
aDII ill adcl1 Uoe to Ilia rec.nt art!Cile 1D Harper • a cr1 ti~ tile 
Azft:r, be baa written a boot, 0 Batlliab1el4 of tba Replblio•, e1oac 
tba .... llDa, wbiall baa racant]J- bean JIQbliahad, a... tiM aco 
Ita aut.itt.ad a rather letJCtbT d.,.,...nt to tba Praaidant 1D criticia 
of Azw:t orp.D1aat1oe, edwlrd•trat.iOD aDd paraoDD&l qat.. 

818 a1.11t&I'J raoord 18 biabl;t d1aorad1tahle, lD 1920 be 
wu placed pronaioaal.lT 1D Cl.aae 8 (below aint.. ataDdard required 
tor o~ .. ioe 1D tbe Azw:t), but aa raatorad to Claaa .l bt order 
ot tba Praaidant. In 1922 be •• apia placed prortaioDell;r 1D 
Claaa B, aDd 1D the .... )'Ul' he wu triad bt seaaral court•aartial 
aDd found cuiltT of diaorderq ..,.! ilicreditahle coDdv.ot. Be wu 
t1nalq placed 1D Clue B on Septnher 2S, 1922, aDd tba action ot 
the bo&r4 -. apprOYad .bt tbe Praaidant. 

Be -. wboll.T dieoharpd frooa tba aerrice OD Doc•ber 26, 
1922, it bawinl bee daterainad tbat bia 1neft1c1eDCI1 ... dua to Ilia 
own •elect. and aia0011duct. 

!Joe raoor4a 1D !Joe .ldjutant G&Mrel'a Doparteant 1.nd1cate 
tbat bia 41tt1ault1aa ware tba raault of clr1Didns, bad debttl and 
twa ottioi&l nate.ante. 

Ba 1a a coo" wr1 ter aDd baa tbe racult,r ot draatisin& 4rT 
taota, Bla •tarial 1a reedahle aDd • .,.. ot b1a orlticiaa baft beea 
juat1t1ad, altbolleb the WMkne•••• be •pbaaisea are tborouablJ' 
appreciated lv' tba War Departaent. 

w. e. s. 
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I . l t y proJeote 

1. fp £!!1e1op, 19-l 

A eer1ea ot br1et ••~raD4a oonoeratas oer!a1n 

po .. 1ble NY1a1one ot !he 1nd1T1du&l eur!ax, 

eetate and g1tt taxee, liquor , w1ne and beer 

!axee, eot! dr111ke tax, tax on paeeeaser 

auto~b1lea and aotoro7olee, oheok tax, &da1 .. 1oae 

tax aD4 etoolt !rueter tuu wer e ooapl e!ecl . 

(llr. Bolter-Baoz and etatt )• 

2. fp-ue!p! eeoar1t1u 

(a) A br1et etateaent wae prepared t or the uee 

ot llr. Doughton on B.R. 2959 relaUas to 

tu-exeap1i eeeur1Uu. ( llr. loiter-Rau l 

(b ) A - oraDdU.a wae preparecl rel aUas t o !az­

exaapt eeour1t1e e ot Great Br1ta1a and 

Oaaa4a 1Dd1oa!1DC the 1e .. ee, tax eta!ue, 

and a.ou!e outet&Ddl&e· A uaor&Ddu 

oonh' •' •s e1a1l ar data t or other oountrha 

1a 1D prooua. ( llr. &olter-Rau and 

llr. ~CaDDen ) 
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(a) A '-lila ~ tile 'rea'-' ot lakNd 

f1ooa lfta..._w o'llllpu ... -.... ata•a 

1aoa.e '-zea 1a 1a prooea1. (X1•• Wall1l 

(4) A -rua.a relU1ag 'o the '&x&Uoa ot 

Pe4arel IHU01Uu UAer ltah 1114 looa.l 

1ata.-,;1'111a propen, tax .. n• prepere4. 

(Xr. Koke.r-Baos) 

(e) 4 41cut ot leg1ellt1Te propOull pene'-'•r 

to the el1a1aat1oa of tax-ex.-ptloa of 

goTaraaeat eeear1t111 1• 1a proo•••· 

(Xr. Waaaea) 

3· l'r!pap!!t of 1aooae. tax11 

4 -Oraa4Jaa 11 la pNOIU aaal.J&1ag the probleRI 

1aTolYe4 1a a q1ta of pre~t ot 1aooM 

taxu aDL o1lt0111l1AC poulble pla .. for prepaJMat. 

(lb'. AU..) 

4. t•ptloa ot "•k• •n• 1U!Ef!!t t o'?'•'•• 

A ~ ualJ&lag 1t&U1U1al 1ato~Uoa 

relatlag to the pro.t!J• aa4 lllooM tax paJMata 

of baaU hal lleaa p.reparacl. A 1181lar -­

...a- U la.al'a&DI OOIIp&&l.. 11 1a proo .. a • 

(Xr. Xllll) 

5· 'l'•pUoa aa4 the ooat of aaUop•l 4atyf! proiJ'NI 

.a. -Z'ddlla oa U.. atfeot of State aa4 looa.l 

taxea oa ue ooat of the aauoaal. 4ataue prorra­

-• prepare4. ( Xr. -.ter-Bua ) 
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'· loo1al •!!!r1b 

An aaal7e1a o~ the Sooial Seeur1iJ Boart•e 

1ec1alat1Ye prograa tor 19~1 1e 1a preparatloa. 

( llr. J:olter-Baoa) 

1· Inoo .. trx 

(a) baap1ea oo~~par111g pr .. eat u4 propoee« 

1Jad1y14Jial lnoo• taxee on aet 1aoo .. e ot 

eeleote« alsea UDder oertaia propoae4 

.urtax rah eohedul .. were prepared. 

(llr. Zoraoh) 

(b) AD aaal7ale ot the pereoul exeapt.loa u4 

ored1t tor dependaah baaed on data auppl1e4 

bJ the IDoo• tax StudT 1a 1D prooee~. 

( llr. Zoraoh) 

s. J!•••• prot1ta tax 

AD u.!Jala ot the rellet proY1e1oaa ot the 

exoeae prot1te tax law 1a 1a p.roo .. a . ~lea 

were prepared. ot ( l ) tJP .. ot a1tuUoae 

atteote« bJ the rellet proY1a1ou and (2) 

ooapaniee 1a the 8aA1t1ona bue1n••• vhloh, 

beoauee their laet t 1eoal 7ear aDded betore 

Deo.aber }1, 1 939, were DOt IUbJeot to the exoeee 

prot11• tax t or 19110. (llr. Oaapbell) 
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- ~-
,. lxtl" "n• 

A oo~ooa or tbe lrlllab ..a uatt.a •••••• 

oxo1oo taxoo oa oe1oete4 ooa.od1t1oo ~ 

lr1t1ab ratoo, Pedorol ratoe and h1gboot ..a 
•••roa• ltate raho wao prepared. (111'. AUao) 

10. !p ngeoUo!! 

A • PJ of \ax 11118&0oUoao rooe1Y.a 1a \he 

D1'1'1o1oa troa October 1, 1911o to robra&PJ 20, 

19~1 were olaoo1fle4 1a\o \hooe worth7 or 

ot1147 or ..topUoa and thooo whloh are apparoatl7 

aot aeotul. (ICJ'. Zorooh &ad 111'. X1lh) 

11. IatergoYeraaoa\al t1ooa1 ro1at1oao 

Moaoraada hen beoa prepared ohOV1as (a) wbat 

tho D1Y1oloa or !ax Reoearoh hoe done 1ll tho 

tle14 or Pederal, State and looal t1ooa1 

ro1aUoao, and (b) a pooolblo progi'U tor 

tlanher reooaroh oa thlo nbJoot. (111'. lokor­

Raoa) 

II. OoaUa•h• proJeoto 

1 . Inooao tax oo11eotod at oourot 

A aoaorandua analJ&lng tho prob1eao 1nYo1Yed 

1n tho oolleat1on of the 1nd1Y14utl 1aooae 

tax at oo.roo lo la pro•••• · (Xr. At1ao) 

Regraded Uclassified



- 5-

e. "'''' prot1Jt "' 

.&a aul.Jeh ot 1peolal treabeat attoii'C ... 

t1a&ao1al, poreoaal eerY1oo ea4 pabl1o 

at111tJ oo~1oe, tho proteee1oae aa4 

agr1oulturo under tbe World War aad proeoat 

oxoooe prot1te taxee ot tbo UB1tl4 Statoe, 

Great Br1t&ia and O&Jl&4a, h 1a proparaUoa. 

(Ill". XUle) 

3· rtt.era]. tulu '"'' 
A M.araa4- aaalJ1111S pou1blo a441Uoul 

HVOeo ot oxo1eo tax riYIIllll 1e 1a prooou. 

(Ill". Oaapboll) 

• · lt4ora1 oalo o taxee 

A aeurand- oa tho Yallle 14414 &ll4 other 

pou1ble t orao ot ll4el"al oalu taue 1e 1a 

propal"aUoa. (Ill". l&1"1oloU1 ea4 Ill". Oopolu4) 

(a) ... ol"11141 oa tho la hot ollallgoe 1a 

Celled'ea &ll4 Aaet1"&11&1l taxoe are 1A 

prop&l"aU Oil . (Ill". Atl&l &ll4 Kill Jlqho e) 

(b) In oollaboi"&UOB Y1 th tho D1Y1110il ot 

Xoaet&lT Rui&I"'h, a etadJ ot the HaU1&1l 

t1eoal eretoa 11 ill pi"'oe••· (Xiee Welle) 
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'"'') Of l!£!p P!t 1MOM l!7 'lnebh 

A iiUle llhowiq tor 19)8 n.e U01Ult ot nrtu 

aet 1aooae falliq w1 th1a eaeh eurtu braoket 

of the nrtaz rate eahe4ule 11 1a prooeee. 

(1111• Hqlle.e) 

7 • 'Prte!!Fl Bullet1a 

.la art1ole tor poee1ble publ1aat1oa 1a the 

'!re..uor Bullet1a 11 1a pno .. e aoapar1.ag taz­

pa7era• reported atate ot ree14eaoe 1a 19)6 

with the etate e 1a wb1oh theJ t1le4 the1.r 

1aoou tu ret.me. (111 .. OoJle u4 llr. Zoraob) 

S. Ua41etr1bute4 prot1te ap4 1aooae t•!ft1oa 

Reporte on the follow1ng eubJeote baYe not 

beea aot1YelJ proeeoute4 4ur1ag the aoath: 

( l) .laalJe1e 1a the l1gM ot 111u .. rahe4 

bJ the UD41etr1buh4 prof1h tu ot the 

etat1at1ae aa4e an1lable troa 1aooae 

tu retune &114 other eoureee. 

(llr • .ltlae aA4 llr. Oopelaa4) 

(2) .laal7&11 or the propoeal to allow oorpo­

raUoae w1th f1Ye or leu ebarebol4ere 

to be treated t or tu purpoaee •• 

pa.rtnerllh1pe. (Jir, 111111) 
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Ill. "'V• ,,,, e 1 

1. lt*lHJ. E!!l• or tor!M•'•• tr '!17 
11)11Mpw 

(a) !1M woft ot tllo Pll1la4o1pU& pNJHt 

u.al7•111c 1aooao, oxoo .. pNt1h aa4 

Odato tu nhrao 1o 1a t1M1 ., .... 

ot -.ploUoa. ...., tile pol'Uoao ot 

tile .-., I'Wtowo4 won (1) Yo1 ... ' 

ot tile lao~ !as 1'-IJ, 1')6, (2) 

pNoo411Jooo tor tile u.al7o10 ot 41Y14oo4o 

aa4 (') ta\11o oaU1aoo tor tile ozoooo 

pNtUo tu o\uq. (JU.oo CIOJ'1o) 

(b) Pov pnoo n1ouoo tor t11o oo.ploto 

Joport 11tat1o\~oo of Iao ... tor 1')8, 

Pan 2,• won Nrtowo4. (111oo llqlaoo) 

•. mu·•· ... r It 11 oibfr t"f'•• 
~ f'e1.1ewbc ohUoo .... poll41ac oaa1J'o1ol 

(a) £ ---. n-o. tile moo lt&IIUU.Uoa 

1>1rtnoa of tho MY100I'J' eo-t .. 1oa ot 

tile O...o11 ot Ja\1oaal Dotoaoo oat1t1o4 

•!tao Ktroo• ot tho tu 8\nohn oa 

laYlllg u4 Cloaftlq)UOa. 1 (llr. Pal'1o1oU1) 

Regraded Uclassified
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(11) file r1pan •ooaeeatrauoa U14 

~a1Uoa Of III41Y111aal Iao-o, 

1918-19)71 pr..-I'H ..., the ,..,.rai'J' 
I&UOIIal leoa0111o Oolla1Uoo. (111 .. Gqb) 

(o) no report 11111Uoa Dollar Iao-•• 

bJ L. B. P~or. (X1eo Go,lo) 

( 4l no rep on •anq ot the DolaRN Ita to 

Iaoo• hz nou.• bJ Walter o. WUooa. 

(11111 OoFle) 

(o) !U antolo 11r1Uill War tuoo Ul4 

Oorporato Kan1 .. o1 1a tile •auoaal ou,. 
Balik B11lleUa tor Deo•'ber, 19110. 

(Xr. Oopelaa4) 

) . UaUoUtt 

(a) Ill ooaaeoUoa wi~ ~· npii'Yh1oa of 

~ otat11Uaal WOI'It ot Ule Boa 1 n of 

Iat~ Jln-o, Yarlno propooalo for 

otaUoUaal o011pllaUoao,.... nee1a'IA 

taol..U. .. ~Q~Poto4 tallahUoao troa tlle 

oorporaUoa taooM aD4 exoe•• pronto 

tu ronru . (Xr. BloiiC!l, Xr. llbero 

aD4 111•• Oo7ll) 
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(II) ~u"e l'epe1'11e ut naueu..e 

ot Uae Bvea ot Iahl'llal lln••e an 

~ aa4 eo-te4 apoa tor llr. 

lhlll.l:ru•e iatl:lzwaUoa. (llr. Oup'llell) 

(e) Data rel.auac to 41ft-• tu .. , 

41pne ot tu U••· u4 aoacreouoaal 

aeun.~ oa tu u- ot ubnn 'e 
tile 111rto1oa are oarr•UJ' pNJ*N4. 

(Start •ldlero) 

file 111rtdoa hu4le4 eorre~poa4•oe per­

h•atas ,. tu •Uero. (l,att ~era) 

Regraded Uclassified



•mu ••nsw. 
WAIII-, D. C. 

Pcraonal and Secret February 28th, 1941. 

Dear Kr . Secretary, 

I enclose herein tor your 

peraonal and secret information a copy 

or the latest report received rrom 

London on the military oituation. 

Believe me, 

Dear Mr. Sceretary, 

Henry l'orgenthau , Jr., 

United States Treasury, 

Washington, D. c . 

Very sincerely yours, 

Regraded Uclassified
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Feraonal and 
Secret 

28t21 J'ebruary , 11141 

Dear Jfr . Secretary, 

I enclose herein tor :your personal 

and aecret information copiea ot the latest 

reports received troat London on the milltaey 

situation. 

Believe me, 

Dear Mr. Secretaey, 

The Hooourable 

Henry Morsenthau, Jr. , 

united statea Treaaur;y, 

Walb inston, D.o. 

Ver;y a1ncerel:y :ycura, 

. lla.t.~ 
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Sl'r\JATIOIC RIPO!!T 

I. Western Theatre ot War. 

li.I.D., 17.0. 
FebN&J7 281 191.1 
12:00 II 

Air• ~· The l!igh CoiiiiiiAnd claimed lona ranae 
bombers had destroyed 13 ships and damaged 6 others, 

British. Bad weather lett botb British and 
Der111111 planes grounded durtna the niabt. 

II. Greek 'theatre ot 17ar. 

2!:2!!!!!!: No chana& • 

~· Nothing to report. 

m. llediterranean and African Theatres or liar. 

~: The Italian Hiah Coc=and reported both Italian 
and Det'llllln planes bombed and machine gunned British &l'IDOre<l forces 
in North Africa. 

Groundt Libya. A reconnaissance unit of armore<l 
fiahting vehicles , believe<l to be Derman, was er.eountered west 
ot El Agheila and driven back by British mechanized forces. 

Italian Som&lU.and. Italian forces are 
reporte<l demoralized. iJan)' prisoners and lll.lCb war materiel h&Ye 
been captured • 

.1!2!:!.• Thie llilitary situation report is 101ue<l by the llllltary In­
~nc:. Division, Qenoral swt. In dew ot the occasional in­
cluaion ot political Wo..-t.ion and ot opinion it 1a claas1tied aa 
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Jluoh 1, 1941 

1t six o'clock this afternoon, Cordell Hull called 
me and said he had arranged a meeting in his Department 
for ll :00 Sund11. Hull ae.id be had arranged for Barkle7 
and J~ B,rrnes and Senator George to oome to his place, 
ed he wanted to know if I thought it wu all right 
inaaauch as he still sa7s he doesn't know an)'thing about 
this particular amendment although it hu been explained 
to hiD carefull7. 

It was suggested that Colonel Stlmeon take the 
leadership and explain. He said be would most llkelf 
han hie experts and he thought that I would want to bring 
Oscar Cox. I said, "No, I will bring Oscar Cox's boss, 
Ed Fole7." 

There seems to be a l ot of stuff going on behind 
the soenes between Hopkins and Hull, who evidentl7 don' t 
want Foley, but I do, and Fole7' s done a ewell job on thisi 
and I am not goi.ng to let hlm be sidetracked by either Hul 
or Hopkins. 

Then Hull said would we check with the Bureau of the 
Budget because it seems that Ji.JmJ;r Byrnes has been talki.ng 
to so~~ebodf in the Budget. I said that we would be there 
at lltOO. I then called up Foley and told hi.m of rq conver­
aation. Be aaid that as far as he was concerned he would 
not feel burt if I took Oscar Cox. I aaid that !t wasn' t 
a queation of feelinga but since be had done a perfeotlr 
awell lob, there was no reason to take Cox. Furthermore, 
I waan t going to let Hopkins or Hull tell me how to run 
71tf shop. When I told Fole7 that I wanted bi.m by rq side, 
he aaid that that is where he wanted to be. 
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liaDoftble llaU7 IIOrretbau, 1r., 
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FINANCING DEFENSE 
• 

~ Rod41.•ell M~ 
f'ffl/dMir., /..JfN', C./M.,flill (/11ir-~Nil1 

for,ur t1NJ~,._r,~"'"'1•1 tiH TniiJII'J 

of th# U,;lttd St;~IIJ 

F11 1\ " \Ill' \till, tlw hmulmt •lllt'JiitiiJit lw(ort• 
1111' I••WII Ull't'lilllt \\ lli'o \\')u>l1tt•r ll~t~ l'(t:'li )IIII.Jtt<'Y 

101tuuht lw "I"'"' 11n Z\tii'Ut Xtn•t•l ,,. Routh 
Xlrt•• 1: tuul ., lwUwt 1lw '"" n "h~~ul•1 ~o iuiotlt'bt 
in uttlo·r 111 ntlll•' 11111114') h) lmilll tt nt>\\' >fll•h4lOI 

l•uihtilll:"- Tht•,... v.N~· ,.itnJ•h•, ttntk•r,o ltl~ldft~1(' 
+tltt..,lluu .. , \\ltklt t•illtNI• ('Nilcl t~·hlllt' ':"'tilt Ul· 

lf•llis:_I'IM'I' Jlllll ll~•tiM'IIll"'• •rtw +k•IUIJ('rnhl.' ))Ali('• 

, .... "" .. 11 "''~· tc,..,.,, ... ,. t11 Mlllt• 11..-m. 
T"d1t\ tlto·•J•tt·~tlmt' L-.·fort> X•·• •:mr:t.mltO'Kil 

n•~ti11~ "' .. ~ 1.,. -.umlar. hut tlM-•tOt•·linn .. hf.~o~¥ 
"Ul' t.F~:W·f' tl.'thlllt ...... if'"• lhf- •l•tf" •nt1 thfo Uh011. 
• ,.... ( 11r ••••n-niUIJ.at-\. ~l .. ll•r t,..dto (...,.tror~ 
It• t:.fiZta"'l f11r ,.,.ul ,._...,.: sa..U -.re ,ant 
1:"1'-AI Julllturit\ tn tbto l't,,..idt·nt tn Jtt:a..qo.lt>RII! 

~hull ••· IW.;..., .. t •ith • Ji'. bilhotH.tnUar ..... ~: ...... ,., .. , .... \\. 
T ill 11 ,., ..,., \I'" 1 \+II' and"''''-''" illlt.lfM:tlioMt­

'" -'"' oo4 thn• •tUo"'l•tll~ •tilt" ;a" .. , b .. ""'I ... dilfi.. 
•t+h. 111-'l oil till "llhl ,f the Ill lhl.'l&Hfl\lt"l hi~t•JI I' lllll Ill 

olu" "''llllltt• h ltllol the· ~ltl'll •114 hn •nt-'11 ''"'" P""' 
·~•ul"''''"'''• 1n to .. l, th11it "4"'"'1' "hnll\ ... , h'-• ft'l''"" 
.. m.u~>t. ,.,,,, ,, .. h ···'I", +•" ,., "'"' 1'"-"''nt "'""""'h~ 
\ 11 dt~ .tnllollhitlo I"'"'"" d~llllll loll• thlll t iM' a\C'1:ljto· 
util'lll ""' ll tlil \1111 •nd \1111 •IIAII l lliU' u n•;tomuloh 
ht11i1111'-t. 1"\l,lllolllljt 14 )!"'•" 1111l•li• 'lllif'l~m•. lllttl •h,oll 
l•o: I''' 1,..,,,.,,,, 11L1· l1l• '"' ' ' l11 tiM•I t olt • l•ittn. Un~ ~~(.U 
11oonl .,j oMII ol,·nt•ll IM \ h 111 jll tlt"fl "'"''~ lutCII11C'o1111\ hot 

J•l~"l Ill Ill&! till 1"'"' oiiMI t "'" 1111 f141hlil i'''"''' Ill 1111tfrl 

,.. .. ,.,1.-I•Lt '""" '" lhtla•mall 
l h« lottlllo I• "'" .tlllt•lt" '" olttllirlf' ""flf' t•l ltK 

tn.lflil ••••"•" ul t••loll• l•ll•tlol~ 111 tbal lunft h 'lrotll be 
••oouloo.tllo.tu hot a.""''' U'llllnulollhcio.• Gl thr 111a:11\ 
.,,,, .......... h "'II , ...... .,..nh lw 1.1\u .. -.pi•W:d \h 
.. ,'( .............. t ........ " tti•JI'fll\1-o111 .. 1trtdl~·bk-

the ~I )"R~ 19tl •..t Itt!. Jllf'W'ftl t<"dtnl lb. ~ 
par•h aa.-. 5lt flltl" IC'n4 Cit Nt•<ak'd ttdrnJ n., .. 

'""'- I lilt JI'""'IXf' "Kl~th " ltnlr ••~ th.ao a.... 
(or tbr opow-d n:t)('*lmur~ tto IWII trwl~ tlllr ..... t1 
wch :~'! to• r.rr.u Hrtutn o' f..th«" H'"""'._ ., .., "' 
JtfUtrd b\ Cn"«n...,. dtr(UI, tlf "*kf tlw IC'lt>o -
bill, Thu' tllot do.lllllh '"'"'' \tf~ -.dl tl(" l.l•v• •b. 
thO!< tun ~~. ., .... ~((tt"' thr ~~--dwc~·• 

lltC' J•rC"''idC"nt'• ltmll{'tt lilt' ... " tlt~l n(ll htoltlUr 

l>lx."Cir~nlh It(.-' th-· t~M(«~t ,t.•fu tl• ~h.,ttltl lM: til• t b 

•lid \I'3KI'U th<ll llo1fh tlnn.ll t.a\.n \hll\1ld tit" ln~tlf"'l.,l d• 
l"·'-' • hut t tmlllhltd m• l"\l•lt" r~omnM:uolJithon•tltba 
elf the lin;lul tll\1'~ 111 Ill' t~tlll/4'11. ••r tht• 1111111\lllh ttl1idl 

•h•)ulit IJol' niw:d tlu;wll) In tile ahwuH vC o)thi.'t I"'-' 
, iJ,lon. thr ddlflt• nnht IIC' ~~~~ 1, o l I HUN', by huthn 

' T ·m , .. ,.,.. ..... • 1~11 _.., ...... "'"-""' ... to<t~cnl tn 
J. (~...-"'"uti\ tn j,ifiOUn """",. .. .1 tw-t drktl ul 

.. , .... '"'"' 61•11••• .... , .... ~ ... tlllr ... ,_, ~toni ~r.ll . 

"'''"'"' "'' '"-""'' otf ,.,,,u .... l """"' ""II'""' olnll;~,, .. lio• tlw-
"''' ...,.,., ••.tt ltM ,_, nl tht'( t-.u llnlkt~tltC'Il 
..... I'• h .t!ijto"'l thr ""'"" "' tho I•JUI oil tilt NtttUI«l 

...... IHIII"'''" tl .. tlfltl ,, ..... 

SOM E HIGHLIGHTS 
/,.• ~11Ht 1'~'7 a~,,. Stt~lt•ut R'tt~rrl~ Tt~utiM 

o-.., die &.QI yun t t4 t ... l,.t. ,.,... r..t. 
..,,... ...._. .. n .. ,. ..,, ...-. "" ,., , .. ., ... ,_,.,. , ....... ~ ..,..,..., ..... 

T1lr.c Ttu.-y i• .._,,..., .- ,..,_.. .t '"""' ..... w..l 
_. fill "'"" .._._ .. tiM- a.-. I• _,. l..u-" 
dM T•~ t• M • ••till ... ..e _, don ~if .r 
tiM-· we.-·· 

To uiu _,e _, ""11¥111 • ..,,u_ Ill prnc•t 
UIJ<U .o.nd a r.d:uctJOoll I• fltl1t•t ut•P4i .. .., 

Tl!le nu~joe t.o.u• .0.114 tO bt ifl(n•u• "" tlilla l.c-e 
t•a. ~~~,._, a114 corpoutel tll.t utalt alld t lh ta.o.u: 
a...t 1h~ •hu.na"'""'' ulc• ,,.,. 

If the lnotomc till Ia to bt nudt to proci!Wf co~ttid• 
ttabl)' mott rncn.ut, the lncnuu In tiiU will fttU ... 
.. ,.u, all'tu the l.owu hi(OII\1 btttlltn, 

The tu: utmpti!MI now auor4fl' to tlilt lntucn 001 
tqmc lllullidpj~l. ltatt, .... P..lu•l ... ("urlth• oucht 
to 1M elimillaud fM 1-.M futllf"fo, In • rdft· te h• IH'- the 
toQU&I oprntlon ot me 111 aiWI •• cllllltMtl tlwt 111M '"'"* 
0<1 ~'IN fflllm •l•r1lo:U&, 

TIM corpoutt ntt • w u•IWI• It 1-tu tiM Iii"'' 
em:ploo~ Ollt)t lfll )'UA .... _..., dlf eu- pr9fip 
ta• i• a nUl f.U.tr low4.t"" 

·~h 8lllthof"'"' ...... 
,..... ., t.llllllft , •• , '"" .. 

"'P"'ndtlm elll\ ...,_.bdm h h .u~unpncd. 
dtnr W111 bot at k'<t" - '"~- au o( 

wn'l' •- in I ttl 

4.~ un u \.u ,,,. "" t +\ 1"""'''• u m~y br 
;.,,pn<ual fur dW . \.t.hllll\ntr•ttOO 1fl f._rttMLUr and 

.:Jtc' 'tiOttlfK: pl<~n' f•>t tiiUIWtflll: ll'llr '"-" 
t'Xf~Cnduurn. A~ 111101111' 01,1r obU~tttJn, uot.la 

bill anti in dlt' fJI'f'"l'fll u ........ ) .. h<tiiiJ~ rk;~rn. 

1'1N ._ __ Jlf ... U .& , , , .... C.ttf ........... 

... rewi-..: , •• do. tu I& ......., '--.ecWc .. ,....._ n....,. .--.. ..._._ 
I• aU ,......,.L17 ulu .aM u ciM .._._. .. ••• t. .... 

fw o.rr....._ .,.. ,.......,. • . , .. ,_. -huwtn• 
.. In_._. _.,.. .. , .......... 

Sotla. uu• ..,_, wldl -· u•••lt:r. ,......,.,.u .. tl1, 
apoot 11H ,.er tiU.n .,... tlk t14'-

lt Mould IN po.. 'iiWt Ia t(Mfl 11114 tilt•• •• rtodwct 
u fodldllwrn fo-r o-. lc werb, ,.llllc alall•~'' •••• 
p&o,moont uUd, aM •a rltsltur.-, fOf t.Mmplr. 'r • 
toul o f Otic bU.ho- doll.ua. 

Ill • dmt of l.ncru.tlna nat iO<fttl h•¢-•. It -llld 
1-C-HII wt•e tO UIUU more t!Y.ft htU Of ICH.ol U fltnditiHU 
to 1M pa.id eMit of tun, Wt or 0\!r cii.IWun .... , loCH 
t l" bill ~~<~m• .!•1• ... lllfll 1ttn ""1 H IHUtf lh•n 
tht ful~-rt. 

We fare uti dtflltll •M •~vld rttll lu Wuowl1111 
•o fu • • wr UR. 

COIIII"tC'fl 1111Mid 14opl llltl .. lOt' !wll tr C60fd•"-tioe 
of tvJWOPf"lulona aM rnrflll• ltt:lthllen. 

All M•l.otY COU.C:II 011 hc.l p•lit1 it M41t llttdtd 
Wr hive Jtat Laldlt i.ft the illl1iMn •M Aauclallld•• 
We ..... '0 !M41itin .._ llal .. '' lA ,.., ~-ta11l -
d~r A.dtlnruM:nuon -td n....,., o1 J:IUI •nuu b\ 
taJ.ms tht (Otlnlf)' tniO "-' {n•6dntorll' •• Itt rto ..,.,.] 
~· ~; .. t ... 1111111• ..... ;j! ................... J. 
tiiOGal t.,.-.n ... ~ "" hr - .. ....... ~-· tlw ........ . 
10 be-~~ tK bonM; ilrlltl: 
~ T~w~ h at:rn.t, • l"m"" •" nnl ll'ldn•ltul 

~ltd ol ~'"1 bu .. rw,. tn thr l.l~t~l 111 .... ," lto\1..1•" 
tht Tmnury ;, nnw rntlllnllo ....... , 11\.111 tQU otl tht 
111r1 itKOI'II!l' a( the m•lnt•l!..,llll'lllttw t"'"''w- II"'""'-"' 
nwn in ~rtM.IILlr lmd 11 lrt.t rr.ulti!Jih ll~rol 111 '"'~'«•tc. 
to b~JdsttL, t'• I''"" ;j!hr;~d, •hf" thn.- I• ttu t'illillnl\ 
'I!Ohlltt\1:1' a~ Ill lll'f' :ol~oo·l}' II lflol~ll l' .. lfllfll "t ll ...... 

1..:1"1 ~t'lr', ltud~e l1«1111.- (In IIW 'IIIII !Ili r 1111111 f11ll 
(If lltiO) •'•"<l'lt r."'"''"•Ur unh"ll"k :.• a l11to:ta''· 

clrho:r o~f n•n••t••' <~r C\ Jiif"tl'lll l"+~. ,.,,.~•I• I' 'IU' ''"'"'"" 
th~..amc ,iutallflfl thl' )toll \ l111Uiol ' "'l"'•fltlllth h+~t~Jo ·t 
fnf :0 lliX !";II~ ft( :10 JIC't n·ll!) ( l l 1oo• !'IN Ill I .til' I. 21 

1••r C'l'tll) Mllll} ul tho m Ut' t1,.1n,ll \1.1 h IlK t'llf­
t•tUhl~ I:IX 'l,o.l('tl fr11 "" 1111 II ;1101') 11•1"'' 1\IIIUI liM' \.dt•\ 

I._At~ om ollllf'liiOI.i>lll' 111d titn 1111d l!;l"'tlllll"f lluw 
:.bout lbc tndi\icloa..l mu"""' ta\ l 

W I U .l- "-'~J\11 ttUr lllhf,:Jtl liiiUU .. III. IUI'\ •t•ld. 

"0 Jtdi-IJ ~.,. , ... ,.~ .... , ..... l "'" ....... , .. u .. •·I toO 
fOI'lNJM:C'. Jktt 'IOI!Uf"t' '""• thr 1"'"1""· IU(' f'ttUIJnl Ill thr 
~ j.tr-'m et ... , '.nl •rt"'"""utnn '" ••• .., ha.t 
tilt hltun' Wd ..... '"" Yo 1M ·~ tho\ Ull drln .. IM lt .. 
\\'t will~, .... .r '"'" ltf' .. , ...... h "....,...., .. 
.....,..,. ,,.._ 11 tho k~\f' •• ... " UOfii.JIInr 1,. ~ .. 
wlut ow ...... ,,_,,., .. •~ bbh ••• hr \h .a..*ld l•l.~ 
to br "bk to ~;rul •1• "*' .,...., loll 1a. _,. .... , •IIMII 
the• 'lft" .,.....,.,. .... 

l'tublbh tl.r Ptf"'ltknt lt~o~l ( ·..._, .. ".,til toll \h tku 

ltwal pb.""' tn lt'on.lumr , .. thAJ .. nnlllt tlK ''""'" tho• 
:..rude a1't~'' I" tllil' at~tMf' "' 1111 ooltM.UI •UI('I'II(m 

"'''"' n•.a• "'~ ro;a-""'"'hh 

Regraded Uclassified



10 she 2-ll C'XICI (OrCO.Sl, but a t feast lhe: major ))OSS:i• 

bihtits on be explortd. 

T u r Ft:or..aAL Co' t:a."(~lf:.vr is atn-ady tmplo) iog 
Marl)' all che major forms of ta.'Ca tioo, and emp~O)· 

iog them hta\ily. To raise more money by taxauon, 
th~rdorc, u:quirc' iutrca.5CS in pr~nt fonm of taxes. 
and a rcductior- in prc~nt exemptions 10 bdng in more 
mxp:t)'Crs. The nujor tnes apt to be increased are t~e 
inmntc- uax. !K:r,ou;•l a nd corporate~ the estate and g•h 
mxt· .. ; ~tnd the rni.,..~ llanoous sales t:axes.. Let u.s glance 
a t c:u h of tfH:IIC plindpal sources or revenue. 

1. Ttlf' INOOM t' lAS h generally rt"g~trded as One of d u: 
r:tirC"'I h ll ll\\ ur t:ISi.tion , since i11COI11C is :l gOQ(I rt"gi~tCY 
nf tht: ahilit)' tn p :l)' taxes. A1though dt~ income laX 
r;.n·~ \\C'H' !11Ht1J)h• iurn:a,ro just la~t )ear on the bnu::kcts 
:a1JO\C $10,000. the utc\ on incomt:S below that figure 
\O.M'C nul gre:.tl)' th:mgcd. The C"Xcmption.s were lowered 
by 20 per unt. For more re'enue. tht nonnal race 
mi);ht lk" dt'<idC'Cll) incrca~l; lhe exemption from )ur­
aa~~ (now $-t.OOO. ph~ the pcnonal exrmption :and 
c:mlit for depcndl'nl_,) ntight be lowend; :and tht &unax 
r:au." from SG.OOO w $150.000 or ther~bnuts might be 

r.ti"'tl 

"I he aop .. urt.t!C. r:nc..,., up to 75 pc:r cent. art nlre:ad)' 
about tl\ hisch :LS thC) r;~n be made £or n1aximum pnt. 
~lucti\' i ty. Moreo, cr. it h:•s been c5tim:lted th:n i£ all 

1x:r .. on~ l'(•f'eiving $ 10.000 or 1uorc were allowed tr) kerp 
unly $ 10,()()0, :111d were n :ctuired to p:•y the Trc3"UI')' 
tlw h:tlrmn·. :1 w w1 ol only 2 billion 321 million doll:tr~o 
:uhlidnnnl wmtltl he r:1isc•c.l. I lcnce. i£ tlw income tru< 
;, w he m:u1c• II) ptodun: considerably more tcVCIHt<•, 

th<• iuot•n~ol'~ in h i lt'S will nett)saril)' affect the lowt'l' 
iunuuc hr.u kct~o. :\l the ~tUe time. 1hc tax exemt>lion 
now nn o rclt'(l w the inu.TOc Oil some municiJ~I. Scatr, 
:uul fed<·• .d ~nu icics ought to be c1imi1\ated ror 1ht 
(uuur. in ordu 10 impro\t the equal operat ion or thr 
Ia' :ancl 1U dimin;Uc that last 3\.CflUC or e!iea~ (rom 
~Uit:"N. 

I h<- corpor:uc ua" r.ate now stands a1 '"· icc the f.gurc 
ouplo)cd onl) trn )(*";an ago. and abc e:ccos profib ta~ 
,, 3 :nill runhc;r 111<T~ itl tax burden. or large proiWlr· 
ti,m~ in wm(*" caY."". Kc,ertlt~l~ it is unliltcl)· that the 
r.uet on inclh idu.tl' willl>c raised without a ooinciden1 
inuc:.~ iu w.-potate r;ucs. The cx<c.:ss profits mx will 
no douht uhilu,udy Lc .sharpl)' incrca.scd. lkfcwr 1hat 
uuun .• hO\\ CH'r. h nct.'(h cardul thought :tnd rc,·ision, 
(or it i.s now highl) discriminatOry in i1s acwal OJ.Crn 
1iuu, t•" tljiJIIi t•d w WIIIJ>Ciilit·e businesses. There Are 
nl .. n 10u many c.:tse) of sct·cre illC(tu ities tnuler the 
prc·~m Jmwhiull.), 1:ur ex:uuplc, lhc tax i, not:tbl)' 
Cti\CCHIIolR i llg HI )OUU~. r'..tpidJy gmwing hmillCS\C'\, 

, h1 1\ll lA~ ""• ttt-1' 'fAX cxcmp1ions are tomp:tr.l• 
Ht~;h larJtc', .mel 1hc roues ha'e not bt-c.>-n r.thcd \inn~ 
19,5. t'«'l•l for 1hc O:n 10 per ttnl imT("ao;c applied 10 
a nunll~r uf c~'c.s in 19~0. Esaat("S undtt S~.OOO In! 
,-.Hunt H 'l\ IK"Jtih la, td. Oath lJ.!\ei an: :a wmpan 
ahth t'Cfuhal.llt' funn of aa..ulion, :and prob2bl) 1~., 
\tifhUJC W bU~UI("''o.\ innialht lhan S001~ Olht·r fnrnn o( 
m!pc:tt;u. ~\('r.ll hundred millions a.dditiunal couM be 
l:tt\C:'II ul an tutugc:nq· in thiJ wa). 

3. T 1n ft D[IlA I,. Cov~;;~to..,M ENT alrca~yemp! ~,,_,. 
, ·ariet y of miJC:ellancous sales and e~cue ta xr- •he died 
btinx thmc on g)~ or tobacco. l iquor, '"' ntOU.t 
In all probab ility aU or these are in line lOt ·~ 
a nd possibly a general ma.nufaciUrt.?' s;aln 1 ' trup. 
be imposed a.s well. It would exercast .10me • , erma 
effeCt upon ,,nvalt purctu!e5, and thu' UJlOn tl'llb.t* 
and in both respects might thus indirccll) aid tit 
Fc:dtrnl progr.am for defense expenditu res. It ~11aW 
procluce ::t ln tge return. On the o ther hand, ~ab ta~ 
bcur with more SC\'trity, comparatively, upon 11tc: 11001 
than upo n the rich. They oughl not to be imre~ 
uulcs., other taxes ni'C being decidedly incrcn,rtl t<». 
nml then only a h er a prcuy cardul study or lh(• Jlltlball~ 
C Oll~lllll'UtCS, 

I I' NA1 JONAL INCOME shows a marked I i~, :t~ thtrr 11 

t\CI) n::t30n w belie,·e that it "''ill, Congt e~\ mip 
,,·dl d«idc 10 limit new or increased taX<."S for I~Hit 
one billion or •"'·o billion dollars. \Ve a ll't'ad)' ha'e 
high·powcrcd fisca.l cn.gint:. "'·hich "'·ill produce :a 1r1 

numdou.t amount or re\COue. in~a;,ing aJ incontt a 
tmpiO) mcnt rise. T he ordinary Fec:lt'ral bud,;ct co• 
he b:lll;mced by aaxes now in cflecL Ncttrthr~' •• 
time: or incrca~inJ; national income, il "'Ould .11Ct'tn W"' 
10 UU.$C more than hal£ o r tonal expendiiUrt'), bot1 

C.'IUCigtnt)' and ordinary, tO be paid OUt O( t.aXeS. \\· 
or our" chiltlrcn mmt rooc rhc bill some clay, ;uul thrt 
111:1)' be better t imes than the h uurc. 

If 1hc.· Excutti \'C ami Con~n.'S~ m;lnir(·~• CHII rA!(C 11 
cuuing down prc•:\Cut onlin>tr)' e xpenditures, :Hld dt tn 
tuin:u ion i u rc)u·aining new spc•uliuK. 1hc pmhlt•n•• 
l1n:wtlng defense com lJe considcr.tbly simplified . M1111 

grclH~I' c.u1~ tcmld and should be made 1h:m have \0 b 
bt.''C.' Il ptclpO)Ctl. ll should be possible in t i m~ like tlk'll 
HI I c."ducc 1J1c great cxpcnditurt"S £or public work\, 1•ubla 
higlu-.·a)~. unt·mplo)mtm rclid , and agricuhuft', {11 

(',,unplc•, b)' a IOtal o( about one billion dollars. \\·itbOI 

.itliom ima>airrncnt or nettssary gon•mmcntall("f~Kf\ 

Emergency CXJ>etuliturcs. ho"·C'\-er. " 'ill hate 10 ~ 
met. by borrowing ror the mosl ))art.. A di"u .... ioa 
I he prob.;tl.Jle effectS of a ,.,Sl incrc;u.(' in nur puhlic dct 
:and lhe pos,sibilitics or risc:s in pri~ lcteh or infbu• 
\wuhl r«Juirc much more space than is atailablc lwn 
t\ 11 would :Igr«!. huweter. that we fatt real d;u~l'\ 
:uul •hat we should restriCt borrowing so r~r :l\ \\~ ,. 

1\' a corollary, Congress should ~dop• nu,•ath fOI' brun 
(UOH.Iilt;Uion Of :tppropri:. tion5 ;1nd f C\ CUIIC lt>ghbt-. 
- lur :a strict :ulhcrcucc to the lcu er ami the 1111itlt ol 
the hudgt·t. 

A u tllh'iMlr)' council on riscal policy i~ hruHr m·C'(Itll 
We IHn c grc.:;n talent in the business :mcl luuuu i,1l ftdd\ 
\\' t• nc."t:cl 10 rnohilire the best of it in lite.· KflH IIIInrnla 
M'l \ itl'. (ur in t imes like these the bC)I lUit ll ~ th 
(HI.IIlll) cotn gc:a h none too good. Our tlch•nto(' J111'J.a'J I 
cio1h a~ uuw, ;uul J>robabl)' "'ill continue for \clt" to ~ 
be.·, uwnmOtl\ly costly. and our nonn:.l nlot:lt" ol tal 
arc bound to be disn1ptcd Cor ;~ gcnt·ntion. \\ I'M(\ 

It) nt.tkt C\c:n• dfon to the end that nur li"W .. l ~·tiM .. 

111.1\ be.· intelligently di,.ecu~d. th:u \\'c." nl3) 1111 lf'f" 

uur force.'"\ II\ ffft."Cthcl) :u ""~ l.nH\'o' hu\0. w "· t t,. 
tlJugu.., ;Ultl tliUicuhi~ th:tt we race. 
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The propoaed BJ?d aa~na.tnt to the Llaae-Lind Bill 

operates to retain for Congreaa control oTer dlapoaition 

of &D1 i~le .. nts of war paid for out of tunda appropriated 

after the puaage of the blll. It proTldu aa fol101r11 

8 Difenae uUclu procured froa tund.a heraatter ap­

propriated ahall not be diapoaed of in &n1 wa7 under 

author! ty of this paragraph except to the extent here­

after apecifically authorised b7 Congress in the acta 

appr opriating such tunda or otherwise•. ~ 1 

'!'he production theor7 underlying the LeaH-Lend Bill 

h baaed upon the conception ot one luge prouu to 

-=future the required u.teriala for both OUJ""lna 

u4 the Britiah 1li thout dlatlngulahing {n adnnce for 

-- the production h intended. under this progna 

the la"7 would undertake to procure the lia"7 1teaa on 

the program 1li thout e&rll&l"king at the tiu appropriations 

ue aought whether the i tema ue for Un1 ted Stetes or 

Bri thh account. Froa thia procur.-nt effort a pool of 

• 

-
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J \ 

lln7 •Wlall ...U r ... al.t. !hla peolwolllt \e fl•rs•l 

!Pta _. ~rlaUa fu the ·~ n.,ut.at lhlW 
111D11C the aoPOpPl&te 'baHau • 

.&...- that thb bill pu111 u . ••n4M. U thea 

fu u:-.u the peol utuJ.n• tin thouaD4 O.rll.ba A.A. 

pu (ud 117 the tt. the7 &Pe -.nutaotvel ancl. pail fer 

u &boTe ntl.l.ucl., the ll'itbh are aUll hoWllg nt), it 
aipt be oouicl.tnl .. Til&bl.e to tnufep aq t. thouud 

of thea to the 11'1 Uah. Un.cl.tr the IIJP4 -na.nt it the 

pool .. tinlnoe4 u u111111a, out of Uaitea Statea l&'ftl. 

AftnpPiaUou, the tnufeP eoulcl. not be a&a. witllnt 

obtaiilig OODp'OtaioD&l authoPi t, apeoiti..U, u to the 

It• 1Dnln4. !hb woula be nabt'•ou ucl. 1101ll4· peat­
Il' ,.lq the etteoUnneu of 1J17 &14 that oould be na­

a.na. !be other &ltePD&Un woul4 be to 1epan.te a. 
Bl'i thh &114 UIJ'it&D l'POgJ'IU ua han 11p&n.te &ppPOpPl­

aUna tor I&Oh ua eoparate proc~nh tor euh. !hla 

1I01ll4 ,.,boT the tl.exib1Ut, of the •u11D&l tor .......,.. 

phiaaop~ b7 treoaing the procna ae 11pan.te ad 41eUnet 

with DO a'billt, to 1nterohqe without goiDg 'buk to COJICPIII 
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.U Ml ~ l&l .. Uli wnt ~. tll&t ~'Ill .... 

ll to pn • •uta a UtU. all lid lilt r 1 £) .. 

-~ U tile pop M an Jtnflll &I ~- fl hOI 
• 

' wnu 'Ill eoutat ,.utt-.1 '"'..,. w nt .._ • 
\ •••t ef lri U.h n.u..-u. !hl• eu ut Jt.lf 'bllt 

llaft 1 W etf"t anal al4 te Jaclall4 ~ a"-9tlst& 
• .. u.n e!tup lt tw ,.uttealnt!tel' t11a lllll_, 

• 
- 'ek'ef 11111W ltaill1 ld tu ,..,. lrltl~ tlllie 

11111 'Ill a lalntult tenlaq • u. • ...t = t .. lp . 
..... , ., llilh1'"" e:rentlilc ........ 1 n• 
.. lltfw wUia • liP C PI w ~ aU-t.-.,Uala 

... u.. Ill•· ot ....... wUl nRlt Ia s.urou.t 

wlaleh ~· la tut. WlUiiabl]¥" ... ., .......... 

lnr· 
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iui~ilat le elljit!waW uA the pep& 

h·'lel Won C&pcu u a Jelat }IRNJ•l&U• ttr tM 
I •v ua .u Jrltlah fe Dftl. ~,.., "f' ..,u-. 
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~ u....W tll&t· all Jl"l a 

te -.n .. letaue ul wnl4 " 1IMI te ~ .. ..,_ 
• u ... 1f -lUI .. u., .... 

"- tnl-•te+ o'bJootlau to tile "•'It ...... 
t.,. an t1a t lt ~ nfllln ... 11 "' of l tai b 

..,_.. ot umatutvo at the tt. of app!'lprlatl•• 

... IM'"r1ac tlnllllll V lJt tM PI'Oif ... OP !A tllo 

altel'ilaU11 1 t WO.U n..Uo .. ~ 1IMk- to c:.cr-- te. 
/. 

.,..ulo ·~~tal at ouh trnate •* tM ..nat ldft 
• 

lal£ lU...Ua. 

I .._. aet ... uOMI tM , .... , llaltatlou • tM . 
... w.-~•*8 of _. pnsaol t... halt lf.fll 

p1aW J'W to' tM , • .,. ot tale Leuo-Lftl Jlll. '.b . 

;pn .... , tJI;I l1Jd. t a &oti t:riiUfoP fOP tho j:nq u4 

.'tJ • 7 

•• , 1a u.aoo.ooo,ooo. 
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lnl. k IMJ.Ua, M neb artltle en \e al1JIIel 

et ala .. tapeu 'bU _... aa ..,...,rlatla t• • 

llaeflt et • reeehiJIC h•w zt D1D •• a Rfft• 

d>t PMliJGIM Mhzv te n'd•• tM.., fer • 

"'' ot tbl utltle la .... tl-. 
!kU wnld ..... t!la\ ... enl4 ... JlO \IIIN~ 

tM LIDO,OOO,OOO llalt&Ua la tile .U\. J.lllilld.M, 

• tan • • n 11 .UJen w .. •Je•tl .. ~ 
"f!l ·~ .,. ............ .,.. $ b d. 
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TO Seoretary Morgenthau 

llr. Wh1 te 

The appended memorandum on the current Argentine aitua­
t1on aaltee the f ollowing main pointe: 

NU.U.<>a.LI and 
haa not aoted on tbeee dollar ored1 ta. Ne1 tber 

of theee part1ee ia pro-Axis or anti- .lmer1oan. Radioala retuee 
to permit further legielation until something 1e done about two 
reoent, allegedl7 fraudulent, proT1ncial eleot1one. 

of ootton 
&.!ld 

15,000 tone .. at 
haTe bought up 110at o f the wool clip are not regarded ae 11g­
nlf1oant a1noe the firma inTOlTed are old and well-eatabliehed 
dealers Who haTe alwqa bought and aold large aaounte of Argen­
tine wool. 

A.ttaoh.ment 

Regraded Uclassified



,_ Ill'. llpUpl 

8abjeeta 0UJa4 ~ S1tuUall 

J:llaiac u. ~ -.s.-. • , I - ot lllpat1H bu "­
~ b,J a OCIIItU.crt bwt 1: c- aaUne ud lpdf•aJ.a, ..s.u.r ot 
wb1ob- bw ~ .. ~ ... .., •• la t.ld.at tu.t 
WD reo.at prc1'1'1DD!U a:L.niCIIIa ..... :tz tl ..t ud retw. .. to pelld.t 
pu .... fit fllrtber lec;la:La111CIII aUl. •..UW.C 1e ciCIIIe eboat u... 
eleet~ 

n- III.A1Ael' PiMdo t.r1ad to aaeptiaw u ..... t tlla't 
WOIIl.d pelld.t U. PiMdo P1ao puM4 bT U. a.aw ill D11 d.-, w lie 
wM4 • bT U. llepdi.M, !ll1e PlaD calle ~- pGJ hoo ot .,.sa -. 
pluw, u. "M"'ac ot b=r1ac u4 ~ projeete, ..S • u...S ·-Milk I'M uw .... ~ u. o-tnl. !lair. n ollllta1ne. ~ 'lllldM 
..U pat ,..,.,oun a;; oua:L ~- U. J'WOII1I dolhr andlto. l'iiiMo 
~aU.acl Ull ftr1 ... , ~oll I ld ~ u.r.an.. lliJ hreica lll.a1ftw ..... 
U. .u.r .VC.C art or ot 1lllo c.b1aot. a arUal.a ill U. JW ts: 1111 .....,._ 
1a'- a1oo be ·-, , u ...-u.. ~ .....un .,._. w nt.liH u. 
-' ~ ondite lid uUCIII aa tlda 1e olao bloe..., bTU. -•-' 
clieJate. 

Regraded Uclassified



lll'f'1aia of ......,. ........ 
tlw M\blld of fiMM1Dc 1a DOt 1Jd1c&Wde a.bl.e A4riOM tr. .._ 
.uree iDdicat.a tut. tbe ..._, ~ 11q be 1:1•n 11l liT .-rt.o 
u .. &ftil.able t.o Spda ell oredit. eotnaoe4 bT Arpat1u. ~ ...,. 
been peraiftellt ruaara of l.arpr 4eel.a 11rroldJI& 11&1 .. of u ..oil u 
5001 000 t.cma ot wbe&t. aD4 151000 t.cma ot -t. • 

.), Repcrt.e ban reoctl.T appearecl 1n t.be press tut. t.wo Oarua 

ti.Na~t.audt. aD4 Lalm.e~ ban ~u~ f~ of ~Uu..ii 1100l PO I ~Jo-t. edirebru&rT 16, 1941 1i1iU 
t.bat tli1i 11001 • a ppe4 to GaruD.T 'ria t.ba Paoitic aD4 arsu-a 
tut tha tiD1t.ed. st.ataa eboul.d. han purcbaaecl c011110Cl1t.1ee euoh u t.b1.a 
1netea4 of len41.llg $110 llill1on, lllllCh of 1lh1oh t.ha Bditor beliane 
will be epent on 4ub10WI 4enlop111Dtel projects. 

%be t1ru Mllt1ona4 are ol4 aD4 ....n-atabl1ehecl t1ru - -
of tba tba largeat in tba bu.aineaa - which 'IIOU1.4 na~ ba 
upeota4 t.o cootiJale ~ up 11001 aD4 Mll 1ns t.o a Tar1a4 l1at. ot 
cuetcaara claapita tha war. %be st.ata DapartMnt md.antl.y feele 
there 1a not.hing 1liDI.IU&l 1n tha &it.ut.ioo aD4 no c&Wia for &lam. 

4o Preaidant Or't.is~ ratirecl fr<a aotiYa ~by 
iJ.l.naaa~~ presa ili&t. lie WOIIia ~e tiM 
....- , a, Jct.ins Pru14ant Cut.illo baa iiliNii inorau-
in& 4iarecar<l for t.ha poUciea of artie ID4 1a ruorad t.o be qineerin& 
a Conaenauv ... l!adical 4aal, Un4ar thia plan t.ha l!adicala liO'Ill.d be 
placat.ed. by ilxtarnnt.ion 1n one of the t.wo prcrr1noea wbera alect.iooa 
are diaput.ed. but t.ha ConaerT&U ne 'IIOU1.4 ret.ain control of Bueno a !!rea 
City aD4 Prorlnce, 1'h1a ~ &s81U'&a t.be Conaenat1Taa of Tict.oq 
in t.ba Praa14antial ileC\icm tiO J!U• lroa now iDd prd)!bli j1Taa \hi 
Prea14!!10l to .Jiwto. 

~ta 1n tbia t.ot.al are -u:r b:r ohans .. 1n t.ba 
rol.l.ciii'1DC conat.it.uent 1'-• of 

6o iboncJ1 tot.al aoJ.d ond for&J&D GCilan&e bo] d1 Dg& of t.ba .lrpntina 
Oell.tral Bank ban deoH'WI, it. 1a tzou tbat &ol4 Oil aazsarlt 1n ... York 
baa inoraaaad by $10 w1JHoo and. tbat balanc .. at. t.ba In York Fecleral 
Blawve Bank ell at. prin.ta c._roial banka 1n lin York baTe inorauad 
b;y $20 eilliOil ainoa tbe aiddla of 1940. 

are 
the u. •Gold 
and foreipl achanp 

1.6 
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(al) - llwUL""- te 11M ,_ ••il• -· "' 1ll.ll ..... • tilt .u ~ .... ,. ...... ., ... ~~~all.- .. 
w-> u, .. u apeoW, tM ttr -h·•• "'- u to ...... 
eff..Uft - ef ~ I IIIMial SliiiiM1 i\ .n b .. 1z01J' 
10 -WII'IblT INn \hi pr••-' ~ Jdl 1A ..._. to 'Ill a 
~. 

(o) ~ tir71J1C to Me\ .llllriola objii\U. ...,s.n 
1~ d11oriaSaat1-, \hi ...--- ...., w..--­
w:Ul. -.a t.\ poe.OO.. to -. Ill illpor\ qiiRu oa !lpi01f1.o 
c~\t.ll llU!Ioqb 04ll'k1n PNf• -• u to re"np me .­
wl.-. ot illpor\l 1d.1l. nm 'Ill cnaMd to .., .... Bat u u 
d:1tt1cMlt \o - .,.. ern!e•p ..u-a tw a ••• Mel ~ 1dll 
eJ1e1M\I \hi -et.v fOfr ~- lll .. ,el ----

Regraded Uclassified



lind ot 

Dec•ber, 1939 
JUM, 1940 
se.ptaoer, 1940 
Dec•ber 1S, 1940 

3 .,.,., ot .. 2 

Mal 

4S4 
4S3 
440 
429 

403 
403 
38S 
3S3 

Aaaata ot the Argctine c.ntral ll&llk in ._ York 

(MU.llOIUI <JL Dolla:re) 

Sl. 
so 
S5 
71 

BalAca at In York 
BalaDca at.._ 
York oo _ _... 

Total 

Dee•ber, 1939 62, 9 
June, 1940 66. 6 
Septllll>er, 1940 39.0 
Deca.ber, 1940 88.7 
Jamlary, 1941 'n. 7 

Baru.rked Oo1.d Federal Raaarft Bulk 

6o.J 
62.7 
27.2 
72.8 
72.8 

1.2 
2.1 
7.6 
9.9 

10. 0 

Ar1antine Snort hl'll Dollar Aaaata in the Unit.<! Statu 

(111ll101U1 oL Dolla:re) 

eW baaka 

1. 4 
1.8 
4.2 
6.0 

14.9 

Last ...... oL Mal C...tral BaDk Prbata 

Decaober, 1939 58 3 
JUM, 1940 89 4 
Septaober, 1940 1rr! l2 
Dec..t~ ... , 1940 ll5 16 
Janll&lT, 1941 U6 2S 

Oo14 lloY-ta troa Arl!entina to the UDi.ted Statu 

(Jill Hone ot Dollara) 

Jan.-June, 1940 
Jbl7 
.lugwlt 
September 
October 
No'f'embar 
llac;•ber 
J&m~arJ, 1941 

Jlonthl.y Amou.nta 

.004 

.009 
17.815 
19.982 
12. 983 

8.247 

.030 

.034 

. 04) 
18.858 
)7. 840 
S0. 824 
s9.m 
S9.07l 

ss 
ss 
9S 
99 
91 
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Export.a 
Daport.a 

Balance 

Total 
United Jt1.ncdC11 
Other JW-ope 
u.s. 
Other Western 

Kaiaphere 
.... 11. Oceanie, 

.Ltriea 

Total 
United JU.nad.CII 
other Europe 
u.s. 
Other Weat.ern 

l!alli.aphere 
J.aia, Oceanie, 

Africa 

!2i2 
J'J.ret. 6 -· Lut. 6 1101. 

278 
208 

1940 
Perlod Perl ad 

Jan.-June Jul;r-IIOT. 

46 
14 

24 
12 

21 1 
6 5 

s 5 

1 1 

150 
~ 

-17 

1939 
J'1ret. 6 - · Lut. 6 -· 

1939 
Perlod Perlod 

Jan.-June July - !lOY. 

40 
14 il 
17 14 
4 s 
4 3 

1 2 

!rgent.il>a•a trade Balanoe with VUiOQ.I Regions 
(iilliona ot D01i&r8) 

1940 1939 
Ja.-June Jul.T-NOY. Jan.-Jtane Jul.T-IIOT. 

• 7l - 25 . ss - 38 
.40 . y ·5'3 · 41""' 
• 73 - 7 • 40 • 20 
-21 - 20 • 1 - 2 

- 10 - 18 • 1 - 16 

-12 -l4 - 7 s 
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.. 
Oelatta 

Well. ~· ... l~ 
..... 11101 .... • lrf. 

.._...,. fllltaw, .. 

Wea~W~~Wa. 

J'lfto\ • 

....,.. ,...,, ele l'aiee -· JHftw \a \e""' 

\IUNe ... llld'Ober• .. s- --. •• - uauc. 
belee daUee oa 8Mcllee 4.oot.li1.M M4- -lee daV 

\sa ,... .... .a ftlOI'ft oa ,.-uo Uree M4 -.... 

te\reaee&. Speottto l8peJ'\ •v oa reroe 7en e.a 
UlJ'M4 s..-e4 \o tlft UJIU per pou4. .a.u \Moe 

)II'M I-~ etteoUft .1.)11"11 le\. 
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Srcrttary of StatE, 

Vluh1ngton . 

772, kerch l, 3 p . m. 

OIU.Y 

Btrlln 

Dat.rd •reb 1, 1941 

Rto ' d 8 160 p .m., 2nd . 

By a dEcrEE of t.hc Rt1eh kinisttr of ~conom1cs dattd 

February 18, 1941, end publlshtd in thc Rclchgcattzblatt 

nWIIbtr 22 of Ftbruary 28, 1941, tht proptrty or £11 

Gtrmen oo-optrotiv t soe1tt1Es including thE co-opErativE 

buying orgtnizGt!ons in H&mburg end Vitnno his bErn 

tronaftrrtd to thc OErman Labor Front. Tht dEcrEE st&tca 

thot thE IntErEsts of tht prcscnt mEmbtra or thEsE 

Go-opcrat.ivts will bt full;· atrtgucrdtd . 

S.ceord1ng to an e rtielE cpprarlng todt.y 1n thE 

VOLitiSCW.R BEOBJ.CHT8t th£ Ltbor Front proposES to 

rtorgtnlz t existing eo-opErFtivt storcs into "modtl 

rrtc11 atorEa" which will bc hllndtd over to 1ndividu£.l 

rEt£1ltra . VEtEre.ns of tht prucnt wcr will bE givrn 

prcfcrcnct in thE distribution of 1ndividucl storEs nnd 

thtrctorE thla pert of thE proposEd mtcaurt will not bE 

put i nto tffcet until thc md of the wtr . Thc VOLKISCH"R 

81'::0 JCHT8t turtl'.r;r onph£s1zca thct tht prumt mtcsurt 

only cppli u to consumEr eooptrttivu end don not cfftct 

tht 
• 
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-2- f772 , ~ch 1, ~ p . a ., troa Brrlln. 

tht poaltlon of producrr, c r rdlt and othEr coop£rat1Yr 

eocirtlu . 

This trensfcr of conaumtr oooptrntlvta to thc Lnbor 

Front pnrnllcls o s1m1lnr cction ttkcn in 19~3 soon ~ftcr 

the casumptlon of powEr by thc Nrtlonol Socic.list hrty 

whtn thc Lnbor Front cbsorbtd the former frEt lobor 

unions end took over their propcrty Lnd cascts without 

COI!lPtnsc.tion . The pcrty hrs clwc:rs bcm opposed on 

principlE to the pcrticipction in reu 11 trcde of "big 

busintas" wi'.tthEr privet£ in thE form of dEpnrtmmt end 

chcin s Lorts or ccopcrntiv c but hLa until now htsitvtcd 

to tnkc dEcisive steps c.goinst consumEr coopcrntivts 

~robobly in vicw thE popu~crity thEy Enjoy with thE 

populr t ion. 

The prEsrnt trcnsfcr of consumer coopcrctivEa to the 

Lcbor Front mtcns r grcct 1ncrEoac in wcrlth end powEr tor 

Dr. Ley• ' orgc.nlzction which ht stctcs now hca no cnnU£1 

income of cbout six hundrEd million mcrks per cnnum from 

membership fEES clonc . It is auggutcd thrt thE 

diatribution of thouscnds of rEtlil etorts to individuc.l 

trcdcre with prtftrtnct bring givEn to thosc who hcvc fought 

in thE prumt wc.r rrry b£110m£ r powcrful instrummt 

of potroncgc in Lcye ' bends rnd rdd to his orgcnizc.tions 

f1ncnc1c 1 pow a . 

Infom Commcrcc, TrtcaUiy . 

• • IIORRIS 

- . 

...... -
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...... ,., .. 
WAI&111C1l1111, D. C. 

Pereonal anq secr et 

llarch lat, 1941. 

Dear llr. Secretary, 

I enclose herein tor your 

personal and secret intol'llla tion a copy 

ot the lateet report receiYed troa 

London on t he ailit&r7 aituation. 

Belie•• me , 

Henry llergentbau, J r., 

United State s Tr easury, 

Weahington, D. c. 

Dear llr. Secretary, 

Ver y eincerely yours, 

Regraded Uclassified
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SnyATI!I IIP5l!T 

I . ...tern !heater or w.r. 
!!!:• Qei'Mft, 111nor activity over Bngland. 

British. Normal o!!enaive activity. WilhelJMhaven, 
Elden and Boulosne .,.re bOmbed, as .,.re aeveral airdro•• in north1•t 
Oerll&ll)' and !blland. 

II. Greek Theater or :tar. 

Growld1 Local operationa. 

J.ir: Britiah aade a eucceeat'Ul interception or an 
aacorted ~group and cla.1a to han inflicted severe loeaea. 

Ill. Uediterranean and African Theaters of 11ar. 

Ground: Eritrea. The 8ritiah northern col-. 1a new 
in contact with Italian troop• holding coverine poai tiona north of 
Cleren, 

Italian Oodecaneae Islands. British forces 
have withdrawn trom Caetellorizeo which hae now been reoccupied by 
the Italians. 

Air: Axia. Attacks on shipping alone the Libyu> 
_.t are intlleti.ng steady loeeea. 

llot.a1 Thie 111llt&..'"7 situation report 1a iaeued by the IIIJ.it&r)' Ift­
iit!ipnce !liviaion, Qeoeral staff. In view of the occaeionalift­
clueion ot political into.-tioo and ot opinioo it 1a claeaitied u 
RNtrict.ecl. J!l!'l!llCTED 

Regraded Uclassified
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lluoh 2, lNl 

Eooles phoned thia afternoon and aaid he would like 

to come onr to see me )(on~l~~~ about the Chicago 
Bank Presidency situ~t}~~ leaee give hia an appolnt.ent 
for !londay morning.(~ ~ _/- ,,,.,1.) 

Please also see that llond~ morning early Ecolea is 
given a copy of what we asked the 12 bank presidents to do 
out of Bell's offioe Friday night in connection with the 
defense savings bonds. I think we sent them a telegram 
and a letter, and I would like Eocles to get on~_ C9Pf of 
what we~? CWt Frld,.~ 'b7 telegraph and by aail. (e..r'T 
/'··"··~"' ~.) 
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Jfaroh 2, 1941 

Spoke t o Barr,r Bopklne at ten alnutea to ••••n. 

He said he had not heard a report on thla 110rning' 1 

meeting and I ga•• h1a a •err diacouraging and gloo., 

report t.cauee that ia the war I felt about i t. I said 

the trouble waa the President had not taken ~ original 

auggution and aak Cordell to carrr thla bill. 

I suggested that Barr, get the Preaident to call 

up Hull and aak hia how thing• went this morning. I 

eaid that it ia the natural thing tor the Preaident to 

do. Harry aaid that maybe Cordell had called the President, 

and I said, •1•a sure that he hasn' t because the7 weren't 

on that kind of a baaia.• I alao told Barr, that after 

wo found out this aorning juat what the Budget haa told 

Senator BTrnea and whether we agreed with the Budget, I 

would get in touch with Ht.rr,. 
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