
H.M.Jr: 

Operator: 

Senator 
BarkleY : 

H.M. Jr : 

8: 

H.K.Jr : 

8: 

8.K.Jr : 

8: 

R.M. Jr: 

B: 

H.M.Jr: 

8: 

B.M.Jr: 

8: 

B. M.Jr : 

Hello. 

Senator Barkley. 

Henry? 

Good morning. 

How are you? 

May lJ, 1941 
10:211 •• •. 

Well , I'a .. ongat the li•ing. 

Well, you' re lucky; I'a not. 

( Laugh• l . I ' • aorry. 

I 1 111 eorry I oouldll 1 t be at your pa.rty 
laet nigllt. 

We missed you. Did you know what 
happened? 

No. 

May I tell you? 

Yeah. 

Or haVe you got aomething on your aind 
tirat. 

Go ahead. 

21.8 

I told these gentleman that vere there 
that as the return• vere coming in on 
exoese protita that it looked more and 
more that the companisa that bad the big 
contract• were not going to pay any exceea 
protite and a lot ot the oompaniea that 
had h.igh earning• were not going to pay 
any excess protitl and that therefore we 
vere very much diaturbed beoauae we telt 
that the Democratic Party having paeeed 
thia thing and aa time went on it ve 
didn't get the big ooapaniea with big 
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war protita contributing towarda 
national detenaa, we couldn't dettnd 
it. Ballot 

Hello. 

So, the upshot ot the thing wu thit; 
thtJ haTe inTi ted Sullivan to ooae up 
there FridaJ betore Wa7• and Meant and 
poi nt out the dieorepanoy and t he loop 
holea. Bellot . 

Yeeh. 

And then sake three or t our alternative 
euageetiona, and t hen theJ said thtJ 
w1ll reoei•e thu and oone1der thn 
and worlt thu out. Bow dou that aoundt 

That'• al.l right. 

Beet 

Yeah. Well I wae tled up last night. 

Well the thing, Alben, JOU never aaw 
a tax t hat hit eo man7 oompani ee i n eo 
many ditterent waye. 

Well, i t 1 a inored1ble, t he d1tterent 
waJ • that the thing verite. We thought 
we had the thing worked out pr et t7 well. 

Yeah. 

Well, I ' ll have - - I'll be glad to when 
the thing geta o•er t o ua to go into 
that tur ther. J. tallow nMed Albert E. 
Mor r ie, who li•e• up i n Maeeaobuaette 
waa down to eee •• the other day and 
he vente t o be Aeeiatant Director ot 
the Detenee Savinge Btatt at Boeton. 
He'e a verr intelligent tallow. He '• 
a t oraer member ot the Maeaaohueette' 
Legialature and I think wae , aaJbe, 
apealter ot the Maaeaohueetta1 Legislature. 
Be val the Demooratio tloor leader. 

219 
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Albert Korrh. 

And I tbouaht tbat Ode .Tohnnon 
ban41e4 the thine, b1.1t he t old •• 
1t waa ~ to 701.1 to a&ke the deo1eion 
eo that'• wh7 I 1a oall1ng 701.1 abo1.1t 
it. 

Well, I'll be glad ••••• 

Oan I giYe 701.1 the naae and let 
701.1 look into itt 

Ot oal.l:l' ... 

Albert &. Xo:l':l'ia . It'• not in •7 
Jl.l:l'iad1ot1on. 

I mow. 

I mow 701.1 l.lnderatand, b1.1t t or 
•ariol.la reaaona aoaet1aea theae 
people Ol.lta1de ot 87 atate ooae t o 
me. 

Well, I'll be Yer7 glad to look into 
it. 

All right. 

Thank yo1.1. 

How'e Xra. Xorgentballt 

Pine. And 701.1:1' w1tet 

Pine. 

01Ye her 111 beat. 

Thank 701.1 end ... e to 701.1. Oood-b7e. 

:?ZO 
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- Xr. Cochraa 

STRICTLY CONFIDENTIAl 
.u U o' clock thlo 80ra1Jic \he loOH\U7 r•oet•edllr . J. 11. ~qae1 , \he 41o

IIJI&Ill~ hclioh •co-ot wbo it HMJIC aa aa a4Yioor 1a \he ~Uoh '"-

114 """" rooepUoa lV tile 8eOH\U7 IleA lNiea oolloUe4 \brollcJ> a oablecraa lVIJOZT' 

Aa'bauo4or Viaaat troa Lo....., - ..,, JICO • !U -laaeat wu - alter \he 

Socrobl7 ba4 roollYed 7 .. h~ 80l"ll111C a )lertoaal uoto ta-oa 11r, r.,..1 • IClr. Coobrall 

... prooct 4uriac \he -.r .. uoa, aD4 llr . lqaeo .,., to hit ottioo tor a tvtber 

'lrlol talk alter l...UC tbo loorot..,. . llr. ~qae, otated \!let be UM Oftr -

wlltt ao a 'aiaittor or .... eapr• troa tho Obaaoollu of \he lmhoqlLtr, Sir ~4oriok 

PlllUipt ba4 - Oftr bero DOW tor ooftral. -tho all4 thlo wu tbo tiro\ oooaaioa, 

1Jl4o froa ro.,.i.tac IClr . l!oa Oobea ill Lolllloa , whioh \bo l lrUioh frouv7 he4 tor 

barlJ>c bub eoat aot vi\h \he .&urioaa !roao1ar7. ln t hlo oonaooUon ~~ rocroUed 

lho lack of nUt aa4 Urea\ tr&U)IOJ'taUoa tao111Uu lNI-n Oroat Jritaia ae4 \he 

U&llo4 stalu. 

I.JDu broucbt a ••oace of appreciation froa tho <2wlcoUor ot tbo bohtqlLOr 

vii~ roi)Mot to tho Loa4 Loa11 arra~~p•nt. '!.'he BriUoh Goftl"IIIIUt ba4 in the tirot 

pl- bolD ~ .. lT .,-aUtie4 at \he OOACOJIUon aa4 4rattiac of tho Loat Loa n )llaa. 

111> .. 1011111 taid bo proouud that credit t herefor vao due tho -.noaa !r1ttV7, 

Xr. KorcoDthlu a Uribote4 tho 14oa t o heoidct Itooooftlt . lqaea oaid their .. ooa4 

feollDC of hlo>l>iuoo •- troa tho ftl'7 upodlUoue Ya7 ia whioh \he lAa4 Loeoo ~~ 

II"' btcoM O)ltratin. Be toolo that rooulh aro 1NI111C achlnod, without aa llllllue 

_,., of rod •-, all4 ooatoqueatlT that our aooittanoo 11 80tt U aolT aDd bolptvl. 

AI thlo point 11r. lqaeo referred Yll')' aicolT to \he IIPJiroclaUon of hlo Ooftra

otnl for tho arraapach which Jlll'llilted t ho coatillued purohaoiac ot I U!>Plill oa 

l~h oarket durlac tbo Jllriod vhon tho Loa4 Loa" Bill no ill covoo of lNiiac loc:h

lato4. !ho S.crot..,. a4aitted that be ba4 tatea tho roeponoiblUty porooaallT tor 

l!>!'l'ortnc liP to $35 ,000,000 ot purchaou wolr:l.T duriac t ho tllreo - t ho Wider ref or

..... ~~ t aid \!let thio ba4 boea a 11011 .ttal holp, oiaoo tho abooluto broololovn 

ot purchlno ia tho period Wldor rotoruco aipt han ri•"' quUo a ditforct turn 

lo llrlUoh ab11Uy to vitbo'and tile &IIAIIIf ' • oarlT attaoko. !hat it , '11\al ""''Plioo 

voro noodod, aa4 \he u .. a1-at wu oo ooontial t hat a dolq Of throe aoat bo wao 

001 poulblo , 'l.'ho S.cro\U7 lot Mr. IIIF"Jllo lr:ncw 1a coatidlaco of tile 4ol1cah oitua

tlon llhich bad oxiotod bero and rooo,.,.\ed hio ow rol\10\anoo to "PJJI&r lNitoro tile 

Concroooloaal Caaai""' with roO)IIct to \he IIPPI'OJiriaUoa t or tho Loa4 Loaoo Ac\, 

COillldoriac t ho ooatraoh whioh be had approYed, and tvtiler.oro " • rooul\ of 

l!riUtb fallvo h ooll &ll1 diroo\ mu\aoah liT tile dato on 'tlhiob t ho .let " " ' lNiiiiC 

co .. ldor.4. 

fura1ac t o tile aul>J oc\ ot Jritioh laftoaea h , \he !loorot&rY rooouated tho\ ~· 

Britt tb .labotoedor ba4 lNioa a 11 ttl o 1lllhapp7 porbapo ao a ruuU of \bo 8oOHtar1 o 
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lu!lleDc• that Sir :U.ward Poacoclc ahould oono-to tho nacou aale within a cer

,,.a period of U•• • !bit lid 'boon &eCCJopllaha4 and Peacock had ad8ltted that not 

eort tlloll $5 ,000 ,000 lid boon loot throuDI baatolliJic t ho tronoacUon. !bo Socnt&r7 

I til I bat bt had •ado liP for t hlo loaa ~ pltlll(f llr. Jeau Jonu to loan $5 000 000 

.,,. oa tbe Brow &D4 Willluaon collateral than lid boon anticipated. 2ha ' ' 

Stcrotarr oxplainod tbat ha lid talbd vHh tho rapraoanlaUno of llorpn and Sh,.lq 

&A4 Dillon aDd Road, We vera hondli.JI« tho Vhoooe tranaacUon, and tbat tbe htter 

lid .,.ad to pr .. ant the vbcla p lctur. t o hla botora oatabllohinc tbo co•holon 

.tolch lbey and tbolr aaaociatao aho\lld charp, Tbo Sooratar:r atraued tho point 

tbal bt vu eodaOTorill(f to aaa that the Brlthh TreaoW7 obtained tha liOXlm\111 Mount 

ol dollar ucbonp on account ot their direct inaol..,h in thio countZ7. lnolllaa-

1&1)1. tho Sooratar:r apolu 1>111>17 of the oucceaa which lid urlcad llr. Olttor4 • 1 

tltorlo to ull lhtad aocurl Uao in thia counlr:r. 

llr, Koynoo a lated tbat tho :BriUah !l'reaoW7 lid boon v alch111(f v1th ban lnterut 

tho provou which lid boon aacla in thia OCWltZ7 tcvard halpla& Great :Britain, and 

bad .. tu.r&lly .... lcha4 Yith craat lntoroot tho Dt&<>UaUona which Slr hadarlck PhilUpa. 

UDder Stcrotar:r ct tbe Bri Uah TroaoW7, lid conduct ad with "o. He oaid ~hera vao 

.. chazlco vllatOTor in tba pollQY vblch Sir J'radar lck lid followed ot dlopoola& ot 

!r!Uoh gold, llatacl. cl.ollar aoCW'iUaa , aD4 direct lnYaotaanta in tha 11aited Slalao, 

Xr. Ioynu die!., bownar, thlclc thai certain dnalopaanlo olnce tho enactaont of lbo 

wild wooe law pn rloe to quoUona which aho\lld be ccno1dore4 anew. !fo explain 

lbll, ho opoke at acme length in the tollcvln« pneral oonoo . 

teynu oa14 that va alcl>l be wrpr1aa4 lo lalov tbat tbo BrlUab !froaoW7 vao 

btcomln« concorned loot thoy voro uolnt; tho Land Loaaa faci ll Ueo too actiYaly. 

1ltore had boon a recant tandoney to throw eYeeylbla& into tbio arr&D&OIIIent, 1no11141J~« 

01011 p~>rc:baoeo for :Brltlab l aportaro We noraally vo\lld pay fr08 thoir own f\lodo, 

&lld vbo alght e .. en re-export auch goocl.o auboequently, Thora waa a q"utlcn ao to 

V!:ethor Convou really anticipat ed that ouch aalerlalo llicl>t be oncoorpaooe4 ln tho 

Lud. Z..ooe plan. J'u.rthai'IICre, tho bandllnt; of thaao p..rcbeoao, - ot Ibn OOIOp&rt.

lholy ll:lllll, lnTolYed ..., lmmenoe 8>10\lllt of routine vork: by the otflclalo of the two 

'-••,.,.nto. It vao Vz. Xe711o ' a thoucl>t that tho Lend Loa II cperaUono of the Brltlah 

•l~t bo limited aoro otrlctly to .......,nh and acrlcv.ltur&l producto, and that other 

!tuo bo paid tor vlth dollar raoourc... The Secretary r eplied that bo vao no lonpr 

hudll n« delaila ao to vbat aho\lld be lend-leaoa4, alnca tbh had paoood to 

lir, Ropklno on March 15. He bad talt, bovanr, that tho :BrlUab lid bean boot aida4 

lhro"&h a geno:rouo interpretation of tho AA>t vblch ""' ponHtin« t hem to pt neey

th!J>g noedod d~>rlq t bh period aD4 net o:dla11011"C tholr oeanl dollar and &<>14 re

I011reu, He bad been varnad ~ Sir J'redorlck Pbllllpo that o\lCh raoourcoo of the 

!rltloh might be entirely azbauota4 u of March 1 thlo year. It had nov been po o

ll'ble to pa11 that elate aa4 it looka4 ao 1t the :Br1Uab would contln\10 to ban a cor

lain balonco of gold and dollar a durlnt; the next oenr&l 110ntho. layne' 0 reply to 

lhh vao that he thol>cl>t thlo vaa now tho I U>e to wJce plallo for tho futu.ro vi\h tbo 

""' to oeela& no iaproper 1101 aacto of tho LeJl4 Loaao t o.e111Ueo, and f~>rtharaore 

to work oo.t Nl ottactin IUI4erotand1nt; vHh \10 ao to bov t be pollq of tblo coW>IZ7 

thonld be aceoptod bT tho :BrlUab. Vlth raapect to tho latter point , X.ynu altO: 

• reeent req\lOot aada of "-r . Hopldno ~ tho :BrlUab otflcialo here to laDd~l;:::., or 

tllppllu req\1lra4 by India • llr' Hopldno had aokad ur~ntly thet tho Unit 
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to IIJ$0o4 fro• eataWKtac a La4 lAue uruc-t h ' \lie 'beMtU ot h41a t 

1~11 t!JIO. lqMa U.OuD>t the .Aaerlcaa Yteva oh01Il4 ""' 'be quououa oa _, :.uer 

1,,.lrllll 4oauUc pol1Uco euch ao t hlo alcht l1D4' 4o. llallorl.T, he feU lhat 

1., pooiUoa olloald 1>e reepechd ,..., we look t he a \ad \hat \lie tralJUac aa4 ll&ia-

11 ... 01 of JrUlob alr tnduee 1a lila Ual.h4 1\at .. obo..U 1101 - wUIUa the 

l tftll of tho Lollll Loaoo arrucem•t. letuo woo of the oplalon thai IIIIOh Uae wu 

""'totllllool throuD> the llrlUob ottlclalo preulDC r epaatadlT tor o'b,jecUno odolah 

the J~Mrlcao• were aot wtUiDC t o oOAoeole. a. pretana<l \hal \lie ~oaa reaoou 

to 1ecoplo4 occa &114 tor all , whaa the tach han beu 41ll.T praoonte4 lir \lie lrlUob. 

rra thh porUOil ot 11r. letu '• l'atbar olrouUou prao•laU on ot hlo Ylwo, u 

~ thai he wao latareota<l 111 at IIIIOh ae poulbla ct the LoD4 Loaae faolUUee 

tolllc rooenod tor Great Britain hat'oolf . r ather than for t he llrtUob Dom.alou . 

Ia thlo coDUcUoa llr , letuo apnoood ourprloe at the ac:r•-nt ot Pr18e 

l(lchtor l<l.cDilllo X1DC of OaDa4a to all ot the &rr&IICft&Dh wlllch han be ... eftaoled 

toiWtu c.lla4a &114 the Ual.'"' Statea. a. epolte h1cl>lT of the accoao4oUon 'llbieh.,. 

.,. oxta1141DC Ceu4a, accoN.1ag t o the I!Jda Pule &lliiOWIC-nt. 11o auprlaa.,.. 

upoo tho williiiCJllll ot llr. X1DC to eoueda that the Britiob would ao loDCOr -. 

pld dirocU;,. aYalla'ble t o OauAa. hcretu;,. Morp~~thau. u ;plalaad t hat then had 

tooc .. 4ltficull;,. ill \lie ucoUaUone With Caaada. Vo had loopt the cold quouoa 

lc oi>Op&llot for ocae tlae, wblle we ware wiclliDC tho Jll'iUob aihaUon. Ve had 

!UalJ¥ lot Dopllt)' Mlalotar ot Jill&JlCe Oluk lcaow that they obould ·-•t no 1014 

pe:ucto !rca bcl&lld. It had l>eell the Secretu;r' o feeliDC t hat the 4&7 aho..U 'be 

potlpolll4 vholl b&lallll lliclll han to ccae directl.T to llO "to netoUale a loaD , o1nce 

UUo would bo illfi cllll . Ooaeeqllenll.T. he wlohod to eaoe tho lll'iUob ollu.o.Uon ao 

neh aa pooslblo t b.ro"Ch the Land Loaoe urancem-nto, &114 aloo throuD> ov ow direct 

ctptlatlono with Cauda. He •de the point that 1.t a calli loan ouboeq,..nU;,. 'be-• 

coou oar;,. 11 wc..U 'be aaoier to aocOIIJ)liah thle t o the boaafll ot Oena4a t haD to 

Gred Brltalll . 'l'ha S.cret&rT wao aware that there had 'been •- crlllctaa of e.s:t&lld

lac aU tc Cana4a to reline the la\ter for a14 extended t o the aolhar COillltr;,.. Ia 

thlo coonoelioll he lhout;bt 11 .,.. iD.ellllboat "1>011 Oaaa4a to tot up a qohe~ to proY14e 

for the oah ot Oana41an-owa4 U..ila<l Stat•• dollar oeellrl Uu, &114 o\llerwtee to 

uUlho to oollfcto capable ot pr o41lCI.Jlc dollar e:rchollp. a. ..U the polo\ thai 1111-

lo the pruont wo haft ut coataaplated aJ17 LoD4 Loaee arr....,.. ... to with CWia4a other 

I~ lb.ooo inYol'l'lq oupount parh acqulred 1>7 CaDa4a froa tho Ual.'"' 1\atoo for 

locluoloo in ......... ole 4eotilla4 for e>:port 1>7 Canada to Great lll'ilaln. Oaaada had 

not IMD t1 I to r eqlleol LoD4 Loaoe tacill Ueo in her OYII llMt, t ho eo tranaocUoDo 

oodor rohraneo beiDC tor t he accollllt ot &114 olCJ*l 1>7 Ot'eat l!rUaln. 

llr. '-• retarred to \lie ua<l ot bll1141DC up l!r1Uob rooonoo ot col4 &114 

u~ to Mol llllfftoe• oiluliou. a. feU \hat the aan alae aontho ware tho 

Ptrliclllarl;,. critical period. llhoo the leorel&l7 aeka4 wbelhar lhlo waa fr<lfl a 

aiUI1J7 or flaanctal otiUIII:point , Mr. la;,.uo tati.Mted \hat U certalalT wo..U 1>e \he 

erllieal aiU\ar;,. parlod an4 thai utoreo- tillaJicial pro'bl- al..,t deYalop dllriDC 

lb.oao •olllb.o. a. hopa<l, \ he:ratore, t hat .... arrC~~C&Mnt co..U be &ada with lbe 

Jllorict~~ 'he&8\lr7 odolob wollld 4o avq with \lie da;,.-to-4&7 &114 wolo-l....., .. lc worrieo 

nor tho lll'iUob dollar pooilioa aJl4 voul4 parant•• that Jll'iUob ueole would 1>e 

talr:on care of dvlDC the aan taw aOA\bo . 'l'ha Seaelar;,. wet aot u actl.T cortaln ao 

to tho point llr. la;,.uo waa tl'7iiiC to -.. I l llt .. poea<l t he rea&l'k that w ho4 f01' 

anorol aontho ....... worlclDC wilh lir ha<larlolt Phlllipo OD a ralhllr defWte procna 
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prori'lJC 011 tile ou llaD4 tor rooolph ot tor.1p ... .., • .,P ~~ tnu, \be oale ot 

piJ. 100,..-tU•• .-4 4beo\ 111Yoot-h, 11114 011. \be o\ber tor 0 t=Wnlo of ~h 

11
u o !rOll tile I.oll4 I.o&oo orr-h. I t.boacllt U..t U vonl4 bo ou1or to 

,.."''"""' 11r. '-711• 1 
• ~ocb to u 1t w ooao1UH4 U 111 torao of -1141ac" \bit 

Phillip• pro«r•· llr · '-7ao• r-lot4 tho\ be woo vorlcbt; oloooq with Sir l'l-eclerloll: 

u4 tbd thO latter woo tallT oVOH of \ho repr.-\oUoao wbl.oh be woo to4q .u:uc. 
Ja Yltv of lhh Olol-\ • \be ....... ...,. oolot4 'ldlo\her 11 110ul4 M ocre•Uo Ula\ 

51, 7ro4orlck aUoA4 U.. 110n eonnrooU on. I\ vao oll'rtou.o t hot t horo woe IIOro D'OI>II4 

10 bt 0o.,re4, 11114 tile .. oro...,. lhoacht It voulll bo ..,,noll¥ o4'f.,.tepou, allloo 

Xr. Jqaoo h r••h!Dc bero onl¥ 1-.pororl}¥, tor Pllllllpe, 'IIIIo h 11lceq to etq 

••• lo putlclpah 111 ov tv\ber -t1Jico, ICr , ~At"»• ocreo4 to \blo 11114 ... 

eppolatooal t or PIUlli.Po 11114 hbooolt to Job \he S......ta17 at 11 o'olooll: MMI'rOV 

ooraiDC vu arra!IP4. 

11 vu ecroo4 vl\h \he locnla17 U..\ It lbo corroapaa4oah vol\lllc In hlo ... tor 

office .wrc&CIIo4 ICr. lo!JM• aa be lot\ tbe\ \he 1o\lor ollonl4 llah lbe\ be bo4 

pa14 a oovtoq oall on tbe loaro\a17. Aa ICr. X.,. a 11114 I voa\ oa.t 1118 pro11 -

414 qiWitUon hbo, .-4 hit olat-\ vaa to tho obon oftocl, Mr. leJ'IIo• - to IQ' 

oftlot tor hh bat, t.D4 .....,too4 \o ohot tor o tow lll11111oto1. I Vco4 \hal 111 hit 

..... roauou vUh tbo a.orota17 bo k oo Uroot oo po111'blo, alnoo w wore ..-

looo4 lo 4tollll& tllot vq. I \ol4 hbo , tor -..pl o , \bot I Uouc:Jll nolt.bor tbe 

Socroloey 110r I Wl4oratoo4 tbo 1oat topprOOoh vhloh be 1104• In ropr4 to -.Ida& tbo 

llrlthh ti~W>clal pooltloll 110ro oooQro oYOr a porlo4 of aoa.tho. .Athr toM coD .. oroa

lloa I pined tho lllprooololl tbat bo 4at11lltoq waa.to ILl to approach Co!l&fOII t or a 

aow I!PProprloU on for tbo M llatU of lbe l!rlthh 11114or tho lAa.4 lAue .let , pom.pa 

oro1lll4 Jill¥ l . l!o toolo tllot \he olloa&t Ia. tho 'boakr prograa wi ll - allodl a 

cl:olo on lbo ot her fUDcl.o troa vhloh tva11t7 p orcont IIOZI- U7 M 'borrowed., tbat 1 t 

will bt l~~poaalblo t o acqiLlro uc••&U7 npplloo OIL\ of tbe11 otber ellocaUoa.o 

'""lac all of tbo s..;..r ao~~lho , !o aY014 t.ll7 ollortoce• t.D4 to cuarantoo eoAI1111L117 

of prohclloll, thoratoro, bo hopoa U..l vo aq ••• tit t o took a--""' · porbo!Pa 

lhno or fov.r blllloa. clllllt.ro. I hi11.toll l bot thlo lllcbt M q\Llto 41tf1cult vhllo 

• .,. t ax progr ... h aUll kla& vorko4 OIL\ t.a.4 Mtoro all of lbo oOYon billion dollar• 

h opent. I a44o4 111 thlo coa.a.octlon tbat there vao aoM obJection to l bo llr11hh 

boll4l.nc Up too lllportaa.t ca8h bo1ollcoo vhllo tbe LoD4 I.oaoe procraa h In operaU o11.. 

Our oiUu11a aro b•cl=la& to r ot.lho tbo laaolloiiT ot \be lcecl 1-ooll v;poa. t.hoa 

'tv tho pruent 11114 proopacUn war ,...... .. , u;poa41tvoa .-4 .., ... l h lo flrat tal< 

••uUH h not t;Ol q t o k too oao)'. 
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TREASURY DEPARTMENT 

INnJt.OfPI'lCa COMMUNICATION 

DATO: llq lJ, 19IQ 

STRICTLy CONFIDENTIAL 
lo!ortoco h ...U \o • loJ141 -r.uu. of t hh d4te r eporuac Mr. r.yaoo~ 

ttnt Tillt vtth leoretaJ7 llorpatllc. 

225 

b \bh tirat Yhlt vtth Mr . ~·· the leore\1117 po1Dte4 oil\ \bet ao tar u 

w art eoaceru4 tho t....4 Leo.. ITtlt• hao 'boea ~ -•thlT. OalT ou q11aot1oa 

hat arlMD. !hat •- f:ro. a report which "" raeel'IM t:ro. Lo114oa that a lloollbap-

111& 0eeOW>t woo boiDC lr::ept there of all latoraatloa ciYn to Marloaa repreoaata

""' · !lho Soerotary ha4 aolle4 Phllllpo to paoo wor4 o .. to lle&Terbroolt to tho atteot 

lloat \b1o otnck u a o otup14. 11r. r.,uo acr&M that thh wu a all4 eapnoaloa 

tor oudl a tr-cUon. 

Ia opoaldJ>c of raldlou with Moolrwaah nac. the leorat&l')' oaU. that the Gal, 

41tftr ... ca with hla ha4 boon on the q,...uon of approxillatoq $6oo,ooo,ooo of ,......, 

101.4 -1ntt Which ho tho•t there alsjlt be c1 ,..,. a allp of JIIIPU that wo\114 poralt 

tht utilhaUon of thh ii!POrtant raaouroo. !'hlo not hoTiDC boon 4ou, tho 

( Stcrtla>7'• oalculatloao wore apoot . r.,uo proo,..d that llackoulo Xiac'o attituol.o 

al#lt han botn part~ du to hla :rrench Ceaa41an prohla. I n bia talk vtth • 

at lor tho mooU~~t:, ~eo hlph&ohod tha laportanco of ID41o. 1D proTidllljl t qu1paut 

1114 OOAOJ tor the loar llutorn war araa. 'l!hla couoq,..ntl.T onhancod tho urpllCT ot 

tht , ,..uon ot how aach holp Great Britain oaa ciT& I..Ua. 
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maatnJ, OftiCI • Ill I'M' I 
ar71CI JOil gr !CAll, M 

'fa*Uc'oa, D. o. 

II:&IIOI,.I.WDVII 

..., 1}, 19'11 

'l'o 1 llr. ller1a Ooclln& 

J'roal r11111p Toaac ..a O.oar OU 

1 baft \be f.UOWUC --- \o aab .. 7Wl' •-r-- IObiah 1 ..-1n4 \bh ~· 
1\ ·-· \o .. 4adrab1e \o baY• a ·~h 

otatoall'\ of \be Oaae41111l 4o1lar o'bl1p\1ollo aaA• prior to 

llarob 11, 1941 ill the VllUe4 1\a\eo for aaterb1 &114 

w:pplieo to be ue4 .. a ..,..u \llellt part of arttol•• 

_...,eotva4 ill Oalle4a for \be ..,oo•' of the UaUe4 

,, ..... 
Dllriac \be 4aba\ll Oil \be ~l.ual 1111 there 

... - or1Uo1oa- 1a \be aa11l1111fou414 - \bet OeaaAa 
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... Mt a .. bU.IIC \be U.l . .. III1Aih aa ... the tlaite4 ltatea • 

.l.leo Oil \be Lu4-loa&" orppropr1a\1oll bear1.1ICI• \lla eo-itt•• 

•• ua..._\ oo......,.-. about the \ald.Jic oftr ot JrU11h 

ol'Ura p1aoe4 "before the ~·" Jill •• paue4 oil 

llarah 11, 1941. !aollllloal~ t.bla \entaoq rel&U4 h \be 

V.I . ~ ..,a DGt t o c.-4&· !lair• waa .., ........ - 1lir \be 
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-I-

..-...na•att• tllat •w• ._ IIPJII'oplau .. ....U an M 

ue4 te tM1 e'NI' On"'• ~---- _.. la Wa -u, 

"'•" ~ u. lgllil. 

,. ..... f/1 .. u. ll .. ';; .... ~---· 
_... w- ... u, 1g11&, 1a ta.ia ..-.,.- nlaUftll' 

I 

eaU la..U.__., U.._ M...Uwt "-* 

pollUaal ta*'oc n tide eltw Uw. 

,. h ~-...... nheq_, h llu'ollll . 1~ 

liJ _,...._ tor equir--a\ 'al\laa\61J' \o co t or \be 1J.I . accollll\ , 

U vo\114 - tba\ •- pracUoal M\lul4 oo\114 lie vorloo4 ou\ 

t or llell4lloc \be eq'Aiftlea\ _, ot eaoh 4oUar ooal\Mah 

Yl\IUIO&\ -...n~ ...-lilac eMil Uw or each ooa\~ tor .. 
eq~t. !lie. '-•' ~to"' Wa .-14 pro'ball~ 'N \o ..

U a _.1._., J>C' ot \'ba ner-all 611'•• •" Yl\h an.u 
oa tlle LeM-x-ae ..,_.uoaa la lh 'N1oe1t. 

(lalt~ r .T. 
0.1.0. 
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TREASURY DEPARTMENT 

sxCRE'URY lDG!ImWI 

Ed'IIVJ'd H. Polef, Jr. 

...... Jii.T 13, l iKl 

CoDg1'11a&n Cochran juat told. Bel'D&l'd that 
the Houae Coinage Cm.ittee 1n Jxecutin Seulon 'b7 
a 9-7 wte &aop~d an · -a-nt prohibl tlng the 'l'l'eU'fll'J' 
!rOll ~t.rlD.I • r e than $S5 an ounce !or rolL We s.-
a.late v· pointed out to .hiJI the affect o 111ch .. na-nt 
aa no onl¥ to tab awq the Preaident •a d.ollar d...-&1..
atlon powra but &lao to tab a~ the powra und.ar 
Section 8 of the Gold. Ruene l et that the Seoret&rf hal, 
acting w1 th the appronl of the Pre aident to lrq gold 
on such teraa and eondi tiona aa he 111a d t . 'fe urged 
Congressman Cochran to tey and han the emendllent killed. 
He said he would try to do this. 'l'heru.fter he told ua 
that the Colllllli ttee has reported out the bill with this 
amendment. 

Bell juat phoned Cochran and he &greed to hold 
up the Committee &otion for t. week. 

I auggut that :ou ct.ll Rt.7burn and Cochran 
and t.rrange · ror a • etillg at which we oan diaouaa atrategr. 

r.JJ - 11.. 
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v 
EXTENSION OF STABILIZATION FUN0 22g 

AND POWERS, ETC. 

HEARING 
nv.JrOnt: Tilt: 

COMlU'rrRE ON 
COINAGE, WEfOH1'S, Al~D MEA.SURRS 

HOU F. OF REPRESENTATIVES 
SEVENTY-SEH:NTH CONGRESS 

rmSTS~lOS 

o• 

H. R.4646 
A BILL TO f;XTf;SO TilE Tl!dE WITHIS WIIICH Til£ 

PO\\ t:HS HEI~ATINC TO TUE STABILIZATION PUNO 
ANO ALTRHATlON Of THE WEiGHT OF TilE 

UOLLAH MA Y BE £XEllCISED 

MAY R ASD 13, 1941 

Prtnt d fur 1114' IIIII..\ Of Hw Conunlttt..-e an Coinnge, Wei~thlll. and Mt.,.lll't't 

O~ITF.O STATES 

OOVER~Jrlllt!'o""'' Pnt!-.'TJ:!\0 OITICB 
WA&IJISOTON" : lH.l 
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EXTENSION OF STABILIZATION FUND AND POW ERR, ETC. 

TBVR8DAY, KAY 8, 1041 

Co)&»I'M'EE os Co1sAM!, Wt!IOII1'R, AND Mt:uu1u:~. 
II 01!1SH OP ll tl'tl P.8f.~T.\1'lVh,.; , 

tl'a~hinglt~n, [), (', 
Thr commit~ met. tU 10 11. . m., I lou . . rohn J . Cochmn (1eting 

cbalrman) pn;!6admg. 
).Jr. CocHRAS. ).lr. St'Cr<'l&ry, you Jta~l you v.'Chdd lik~· to han~ 

an tJC'CUth·e HSSion. Howt.''tr, th~ mtmbrrt fc•h W<' ahould h~t\'e •n 
oprn lf"'!ton but. that qu('lti011"- could bt ukl'd you ofT th(' ttOOrd if 
1'0U did nor. CArt to hne tbrm pl~ in th('t l)rintfrd rt."eOnl. You 
~a numbt·r of quMiltion~ wh("n thi& mtllfr WA.~ up hf•fono "•hic-h 
W'f'r't no-. indudf'd in tbf' htaring. I think tlta\. h1d tonu•tbins to do 
.nth tht manntr in wbieh tb«' t~abiliution futttl wu AdwiJusiM:"d. 
and TOU desiff'CI to k~p th!lt infom111ion from gttti~ into tbC" hands 
of~· •illcb ~-ould bt> df'lrimMlt•l to th(" mtrrftl.s of tht- rountry. 

\Jr. Asout:&&."'i. Js thftt th~ aanu- ,.iua.tion that will )..'0''"""' hf'IT, 
~lr. Cha;mum! That you \\Ould h~,. 10 haH· tln• Utl't•lin)! iu f'SC'eU· 
th«'!lot~ion 11nd wh:.L.\OU :uw hrn• i,.off tlu· n"CCnl t'O f11r •~ tluo puhlic· 
,, ('lllC'('riU'd ',• 

~Jr. ~(OKG£,.TH,\l', ( Ju:WC' Jtn'(liiH~cl '' l'llnll'llll'IH \\hic<h \'•Ill c·un 

1n11kt" public if you \\' llf1t to. I wouM hkt• to ha\' l' ''''' \wi\:i J, ~., •. ir 
)OU ask Ill(' ROUH' C(IH"iliOUS whid1 I 1!0 1101 lllink \WUic IJC' it1 t1u• 

( 
public intl'l't'Si to tnnkf' puhlic, Hl AOY AO 11111l I h,~ ,, liH8WI'f ,,f£ Llw n>C'Onl. 

:..11· .• \XlJtcf.!l'it-:~. ~II·. Chnil'1uun. I 11\11kc• lhil' Ullllllituo\l!i-t'(lnS(•rH 
n'ljlll:!o1: Tlull thr s totenwnt ol tilt' Sl•("rf'\ui'Y "" lu· ~i\'(1' i t lo tlw 
t•ommi1tc•c• br· mndc• o JU\rt of" I'('C'OI'd lw,u i t• ~ot tiC I IIC' nununi\IN' 1\ud 
du11 mii('M th(' ~trrtltry shale'!\ tlwn• if' taouwthiu~ thnl h11 tlo,•!lnot. 
"llhliiUHIC' JHihlir tlw UH'UllH'I't' hl'l'f' IIlii)' be• Ill hh~·rt~· IO ll~· tmything 
tbat h(' NIY!'> Wilh llH' l'XC'!"J)IiOH of thlll y,flifh fuo 111\'t')W clOt~ Ut•l £t't'J 
it \\OUI1I hr in th<' J)Ublic• :n1••n..._t W mol.:c• Jmblic ' 

:..Jr. \\' niT£. I ~r\'f' thr right to OhJt'fL 
~lr. ('C)('utt.\S. Th<' lml'poM of thl' m('Niu;:; l" to ruusd•~r ll R. tu..t6, 

mtrothtn"il hy thto c;-h11mton, who, n~ \ 'OU kno~, unforhuuttd,\· i~ ill. 
llf' &..4.~1 mr to Nll this mN'tin~. T't•r htll i• thr N"llh O( a lf'Hf'r 
1lTIUc<n b\· t('.t' l'rrsid<'nt 10 th«' SpHktr. 

!11•• bHI n-lerrod to i• .. loJio,. .. :) 

cu a .... r.n.t· .... ""-• 
.t. IILL f•n.,_. '"" ._._ •otlla . ... tlw ,..-<"ft ....... Wllw ,......_~..._. ... ,.,..,.,._fill 

... •rilM ...... 41611w _,. .............. . 

1
11. IC IOW(UJ bfl tlt~ ,'i:,a414' .,,.,, lfo~w 11/ Rl,tt~tfll4111,.," •f lit.' ( ',.,o.,l .o(tfi.UI of 

· .,.,,,ftt ut C...,-ru. tM.1(MbiMI, Thai •ur_,..,., .. (tl fill 'Of'tlion 10 ·~r rhr(;atc:J 
fl._.....,n• Att Cll l93-1, •J)JH'u'·f'd Jan oat.) 30, 1031, aJt anM"t..-ltd. '- (ur1h« 1111ot'1Wif'l l 
to "-'""' "'-" ronowa· 

"1r1 Allllt~ )IO~·c-re t•onftrn.'fl IJy lltil llt"eltom 11h1ll C':XI.IIn• Jw.e 30, IIN3, IIIII~ 
~,. P""'Mit•tlt llh&ll lfQOIIC!t rlffiiiN' I hi" f'XI• IIJI& f'U it'rlt4'11C.')' .-miMI Qnd t l1f' Of~HII i•••• 

'1"" "'"llillrat5cm huld tertnhtAt~l." 
I 
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2 KX'T~;\SIOS 01" HTABU.-I_ZATIOX Jl'U~D 

,. •• .._lli'llLI'f D. Roo.' '"' 
STATEIIliiT OF HENRY IIORGENTRAII, nt., SECRSTAU OP TD 

TREASURY OF THE UNITED STATES OF AIISIICA 

~Jr. C'O< ltH\~. Now. ~Jr. &'t"rf'lury, tht- oommittN't ~· ill bf. ~ratrd 
ir you \\ill Jlrot·c·c<tl. Before doing flO, woulcl you like• to l'fiWiroar 
.shttt•tnt•nt witl!uut itltt•rruj>tion? ~\ 

~ 1 r. ~·(IIIOI':NTII ,\ l '. I r I I Ill ia JH'rmir-sible. "' 
On AJH'il 2,q:, 1 !) 11, llu• f*rtosidc•Jtt. wrot(' to llw Sptnkt•r of Lluo llou~~t 

I"C'('OJIIIIIi' lll li ll~ i''OII'IIJIIion LO .Jurw ao. 194 3 , of lhf' powrrs rdatillf,: to lhi~ 
~ 1 1\hi fi;.•,lltifln (UIIcf 111111 Of t hC' J>OW(' I" tO llhc•J' the goJd C'OIItNit Of lhl' 
ctoii1U', whil'l1 r>nwt•l'8, mldf'r' llw jlr't"Srnl lt~w, will c•XJJirt' 011 Junt 30, 
1041 • • \ hill (f l. H. 4(1-10) luL8 Jt'('n introduc'c'<l to GN'Ornpli;l1 lh» 
Jlllnl0"4•. I ;un "PJWI\rin~ IJc·for(' ~·ou in l:'upport of t his hill. 

Wlu·u I tiJ)fH•IttC'(I he•( on- ~·our 'oornmiuc~ on Fehnuuy 28. 193t, tt 
rl'f!Orlllllt'lhl f·~h·nt&ion or tlu* !"IIOH' )>OWN'S, I stid: 

1lM! t-tu•·ro ·~' lh Ilk- uolt•f1laliuMI f'elmomic: and IPOnt'IAf) fWd ..c• ,..
and unfarttn~&h~h tbt-r.o an 110 ~troUtld. ... few bei~'Ulft lhat .M.t('b f'IIW"f'ttJ"WT • I 
f'nd .... Ju..,. 10, l_, u. lhr ~lrary, 1M rH'U"""n« ol it~l...-!...-1,.,... .. 
.,. ~~ .... • ,.,. a,. •llrN 1 ........ abilrutioll fWMI w.,o (',.._It'd Ill IQI 

11•·~ rn,._·hndu-..: .. Hmlt'(l out 10 br only too uu... Dunn, lhr W 
2 _,,,.n- ll1r llltr·nuttHm•l r~c·hanJ:r m•rk(•ts haH• ~n mOI't' dlfl\1~ 
th•n tlu•\' hrl\t• '""'11111tl•t• IJ.II"~l 20 yc-,tr.;;. I am alnH.IIhatth,.~ 
nlwtttl n{_uc \\111 hr• t•\ ••n flli:tn> rritit'al, . ,. 

Ju tt•\ ·lr'V.UIJ: tlh• work of tht• Shthiliunion fund dunn~ .tbt' I~~ 
\' t'JIJ"'l., I "IIIII to ltiN111UII iu ~nu• dNail h\0 or th•• opr··nlltOfl;l 'llhll' 
iht\t• h,·•·n untlt•tttiSct•u It,· t lh· stnhilizntiou l01ul. 

TJw fino~t flrl'ttllllt'lnt•tlt i$ witl1 t'hitul. You will n'l'llll lh!ll on 
Dl'f'••rnlwt• 'J . IO.Ifl, I '1PIW11rt .. l lwfnr<• 0 join!.. s<-s..,.iou ol elle N-n•1" 
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&.-"CTE..XSJO!II OP' 3TABILI7..ATIOS Jl"tTSD 3 

C unittN• on Oankinsc tmd Currency and Lhc Houlf Committee on 
c:~.,... Wnigl~t.a, .und MeJUIUrt'Sj to _mllke ~ 8ltltNnent about Lllo 

po:!lf'tl st•b•hr.at •on arrau~u·mNH wuh Chma. I had pre,,iously 
P"', _, 10 tlu.t t"OJrunillN! tJ'It I would not oon8e'ot to thf' ~ of th~ 
tta t"U _ • , • • 
-..blliutton fund to ~t any .orttgn ~un~ry 1n prw«-uling a •·ar 

wttbout finlt ronsulun.g W'lth tht' eong~tOnal .romnH.ttt"tS. 1lu• 
crtut.ow.rtiou wt• t.'Oilt('mplatNI and entered mto wuh Chma wa5 for 

rul1'tnt~,·-ttllhilit~ation JJIIrll?fk-8. So loo~ ~~8 ~hero wna tmy difrt'I"C'Ilf' . 
e1 oJ•in10n •~ to whether t.us type of LNl111ftCliOn was ol thn chamct4•r 
tUI 1 bad promiJtd to diJCUII ••ith you.r oornmittN', l ,dpddrd to lly 
all o1 thr fa('l• of tht propollrfd tr&nAUitOn before th,. JOUH 5f'!l5ion of 

th.t rommi u f'H. 
I wu~rn~ully appreciati\'C! of tbe_ YOU~ or confidente Jeivtn to ~r··

tarV Uull tuul rnytwlf on thA t OCCI'lSIOn. 
F·ouo\\·intt montJtS of nrg<Hintiou and lludy of the Chitu.'l!le. fon•ign 

e.tC"btnl'f anfl monetary position, At\ &.[trt"'('ment. was lil-'fiNI on April25 
lt-41. n•al:in_g availablt- UO.OOO.OOO to Cbint for tht purpo~e of st-abil: 
iJing thl" dollar· yuan rate of uch~. The t.grftmt"n\ alto providtd 
for thl"' t'ltab1iJihment. by China of a United Stat('S dollar..(.'hinese yu•n 

1tabiliztation hm1l. lncJu,INI in the lund'& rNOurcea "'ill beth~ doll• ,_ 
14'4UirL'(1 from t.he Unittd Stntcs t hrough our pun~hruJ.4' or Chin('80 
\'Uin and A Jurtl1cr sum of "t laa.st 20,ot)(MH>0 Uniu•d Shltfl c.lollarll 
Contribut.rd by Cb.ioe&<" govf•nlmental bankt.. 

Tbt- CbirH'W Gon-rnmtnt. it ytacing thialund undtr abe control of a 
ht-man OO.rd. onP mrrn~M-r o "A·hich will bf an ~\meriean appointed 
b\" Chinn on th<' rreommc>n~letion of t h" SN:rctary of thC'o TrtfLI:ury. 
'fllis bonnl wm 11150 hove ahft~l) of the Chinese yunu-BriliYh All"rlin~: 
tl.lubilizotion flmds, whieh inc:lt,-.le 1\ 5,000,000 ~Lerling ••r;'tli t rcet•n r.ly 
,,tC'ud(-'(1 to Cl1ina by thr British Go'·~·nlm4'nt. 

~ .-tabiliution arrangmal"nts ••ith China should 1~ of J..'f('l" aid 
to China in ht'T moot'tary problfllls and a!Jo in tht- !tni~Q;fc· -.-itb \bt' 

( P\IPPf''- C"Uri'C'nei'-'8· Ju fact, the me~ knowledp:e in tht 1-.. ar East of 
tbe oorll<'mpl~tH•d 1\rrans;C'men ~has been of 10rne tLSSisUHlCt• to the Chi. 

II('$(' UlOIIC'IIlr'Y position. 
l'nd('r thC' N\rlicr stabilir.ntion orrang4'1nNI\. or Julv ... . IO:li, with 

('lUna, wr had I I one time in the itGbilit.Ation fund $48,000.000 O( 

l"',JJ· 'Mtiil trnount. t.u bN"n ffiluet'!d to $19.000.000, fully coUatPral
•ud b\· t:Okl. 

Tbt; :tt'C'OIItl &~~rrl\ng-~mC'IIl or impor_,U,C'l~ to b.• f'n l j'""' iuto by t ltt• 

llhtbilil.~ttin 11 hmd i~ lh., 0111' t~ it;IU'f l l1i'4't•lniH•r 27, IOU) " itb t int 

.\r~··nt i1w On\•,•rmnf'lll nntl tht• O:ntrnl Uttnk or Af1Z't"lltinn . Cnd••r 
llull lli'Tftll(t('lll(-'llt Wf' hl'IVf' 1\Vn"Cd to bU\' $50.000.000 or Afl!t•ntint• 
~and Afl't"rllina v.ill ulte' tht>doiU.ri 10 ~1abiJW.• thf' dolln-r.:'$0 rat•• 
!tf Meha!'$....-. Thr arTa~tmt•nl also l'fO\' Wi(-'5 for t.h(O t'\C" aan~r of 
tnformataon lllld or ' 'j(''\\"8 lwnrlng On t lu• J)ropt>r funrUOIIIfi,CC or 1lUda A 

r.
rol{nun. 'J'Iu• tn<'m>tttry n1.thorititog of tht• two eOt.ll lrit"' t•xpect H) 

(l)d funlw1• • l i$Cugsion~ in ll11• futuf'1•. which cliscujl~ion~t i1 i:< hol•~'• l 
'II ill l'lllt~ll' both COUnlrit"' lO r••OJ> tht> J:l'(•llh•S1 J)Of!Si hl r• hl•lwfit (~1m 
lbr •·orku1~ of the s tabiliution arranJ!f'llwut. Tlw muhln<•ry or tl1e 
Fund .-u tnoet opportunC'Iy at hand to .. uablr us to in\Jtlrmt'nt 1hf'> 

Good Xri;rbbor polkv at a tina(' wbC'n :\rtentina, in common "'"ith 
0111~r l.tttin-Amt.•rica.i countrie!l:, wJlS •listurtx ... l nbout li l)rospet.tivo 
drum of its forci~n C'X<'hllnf:f' ft'&Oilrct'"· ll<'IOr•• tbC' Tn•l\illnry Actun11y 
l>•~r" any doll ~tnt to Art:Nlt itH• uod<'r this "rrungt-nuont , 1t will ht~ 
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nt"C~t v fC>r Argenlina to ~•ke eerla.in aeLtob to confirm 1.-..,~ of thf' Aig<-ntine Oo~._.mm .. .nt. LO guara.n~ ptrfonna~ of aU~;., lion• undn I.Akcn by !' ~nd by I he Argont1nr q.ntr~ llank, ..... Thoro haUl bren 001 ayaty rceontJy ha aonnecttOn wath tbttla~'l:.._ ... amuljtrmeotwbKh .,. •nteroo into in 1937 wilb Braut 0. ~ 18, 19~0. we bought $10,000,000 ol mi~O. !rom Bratll und";,""":' ~~og.ret~.mcnt. AK Dn,~il's lorC'i~n exchange.• 1>01it.ion irnprotfd ~ repur<'l"""'d !rom lLO -~.000,000 ol th ... milrtio on o.e.int...1~ I and t.ht remainder on February 13, 19-11. Undeo:r anotbtor Jlrl.ttt:At4t. sam~ .... N>oemont with 1\r~z:il WC! hll\' fl 80ld ·~4,000,000 or gold to B~ tor dollar&. 
In tJu- period •·bkh I am now dNC:rib~, th• Cunetiooilc cl ~ tripartite aooord, lh" devtlopmen1. of wbieh had IPJ)Partd ~hold .eo mueh /}I'OmiJU•, W&S in14'rmJJLOd by tho ~·ar. Sinco t.he outbrtak allbt ~ar, l te machitH~ri IIC'l up by the tripa:rtit.f' &teOrd bu bt'ftl ~ We bave not acquirtd any eurraney _of a beUigcmn natioQ ...,; ScptA!mbe-r l9.19, and n the pr~nL t1me we oro holding lf'181 tbaa $4,000 worth ol Britiob 1>0111\do sterling, Btlgi&ll btlgq, and fradt fran~ acquil"''d_ befo~ l~ outb~ of the war. I vmt\l:tt to P"'did that. th~ UJ)(_onenoe an anl4\mat•onaJ monot.a.ry ooope:ration piiM'd through Lla(' tl'ipartitc acco•·d v.-ill prove of pt'rm.aneot val~». 1 bdi~ve tha&. that. machinery. which funet.ioncd in a spirit-of~ and tquality, promitK"' more for future. intf:mation&l e«momie orp.ni. ulion than any of tho Aggi'CIIIivt; rnonel·AJ'Y deviooe whioh no•· hold sway. 
During the poriocl !rom July I, 193G,I<> April30, IGfl, lht ... lilia. tioo lund purcl> ...... opproximatoly $3,920,000,000 or gold. This"" was bougbL (rom 23 diiTerent. oount.rit'l. ln the n.rne period thert•trt sal•• or approximal•l,r $380,000,000 ol gold I<> ro,..;p. _.... Eigl•~ttn cwnlri .. oounl and obl&inoo l!'!ld from our otabiliutiot fund in exchAnge for dOllar&. To give tu1 1dt~a or the far-ftu.ng nttnt of Lluw• op4•ratiot.UJ, I will jugt lllenHon Afgbanist.an1 Jan. llll ,\ U~u&.) u IIDOilft lbt tountries -.•itb whkb thr Slabih.u\iol FuM ..., OOOJK'rawd iu building up cheir rt"Serves. T h(l LOlal uumbcr of gold ~rllllSo.etions of tho &Ut.bilizat~ou hmd dur. ing this period .... large. Tbe MUIIISI&II- or tho pW<huosMitt Wtt'e varird. In tbaee tranaac.lions the st.abiHPtion fund hal pro\•N:I an elfc-etiv~ piooc of macbirH'I'Y· Jucidenllllly, dae txisi.enet or tbt; atabiUxatlon fund made it. poteible 1.0 ea.rry oul, with cbe.,.. lial •peed_ and ... r<ey, lb...,. lazge ""'!uioitiollll ol gold !rom ...,. pf'eM('I(I fnendly couulnes. . AI I hA\'C J)I'Cviously prcmis~d. we have during ~his period p_u~ qUifl.eriy rtports of the poe.ilion of tb~ stabilization fuoc,l .. ~· • • &d~n•on to the yearly reeord of the actdvit.ie~ oftbe a.t.abLlt&etlOb _fuod wh•eh the !l.ftt-utc rcquil't'8 that tJ1u Treuury send to the J>rt!lidl'll an~ l<l lhe Congr-. Th ... annual reporU, lbe moot ......,, ooa ,fl whKIIOI'O .. Olbe<Jongr.oowudaiOd MIU'Oh 12,1Gfl,givelllof lransactiona in All or l.bc I\OCOunt11 of the exchange atabililtllt.ion f1m.~ lor tho period or April 26, IG34, 1<> Juno 30, 1936 and lor !~eh ~" Ye&r lh.,...l~tr up 10 June 30 IG40. 1 ba .. will. me lor •MPt<l!'" \,y tht eommil~to ..... la&t publisbod bolanoo ahool or the otabifuatioo fund lUI of D~mnbcr 3 1 1940. 

Thn tt•billucion fund hu proud it. value during Y~ ol • P&rall•lod crilia in international tzad.e and liolllt""' Long II" .,.. 
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toad•lh< doiJu the oll'O•Oil"'l CUJ1't!tiCf in lloo world. Fo,.;p nollo111 
..,d loonCn individuolo ho•• prof•n'Od !lot clollor 10 oil olio .. .......,_ 
• Tbtllow ol biUiooo ol Europnn oapllll one! lhe _,.1'""1.'"1 ro: of ~ld to thia CO','nlr;r in ~ L 1MI'I have mad4 ~ po&.nl dMr 

,,.tn 10 tb6 u101JL, Ullfno.ntUy ~nbc:~. or our nume-Utty polae1-.. 
NO'~~~ we are gomg forwa.rd uat.o 'UllN of ~vtn groter peril. We ·~ 

In tbfl midst. of IUIU'.Y ~ya~ns . of ~urreney iand exehan$6 oonuol. 
5omfl 1 re opbrat~ wiU~ no fnendly mtcm1. t.o•·ard the Un1t.od St.aw. 
Our alabaiution fund is • potent. "'Mpon of de!enM in our hlt.ema-
1_..1 economic relatioot. This il h.ardly \.be lime tD abendon Lhe 
!Mf'bH'ry o( .conuol •hkh we h1W6 built. up to prot«!~ t.be dollar 
•nd the Ameneao eronorny. . . . . • 

Etoaornie warfare u ·~11 u ruiht~ warfare, 1:1 oo_w benlg wagN 
on all tide-~~ of u:t. Then'! q no ee.n&ln\y llaL even wnh peace thHe 
•WeMh·e eoonomie inat.rurueot8 will be abKndon~ b,y other eoun
lrlfJ Nobody cnn l AY wba.L kind of ioternntional economy will 
tn~t.ltc from this \yar. Out. it. would eurol.r. be unwise if wo cboso 
ILil timfl LO let. pnvate. epeeulators and rorttgn govertunenw dew. 
mint w~ e:ccbange value of t.be dollar. 

Ia lbeee cin::umat.anee., I have no hlli\.aUon in makina \M ~trong
Hl pol'!ible r«<>mm•ndolion lba~ Co- u!Md the lllbililotioa 
fuM powers. 

I'OWER TO AIII'~R THC GO.LD CONT¥XT Or T HC D0Lt.AP 

Tbe reuons favoring lbe reoewing or c.ha President's power Lo 1.lt..e_r 
Ooe t;<>ld contenl ol lho dollar lA> nol lllill tloo.n ~0 par<enl or ia. lonnor 
• tight are comparable to thosa l have jutt. given for 6XU1nding lho 
Jtabill&alion fun~ po••t.n. When I • •u before tho Route Committee 
on ('oinogo, W•ighll, and Meuurt~ on ~·•bruuy 28, 1939, I Mid: 

n.- .Wta.r oow hM ldtnllnUrlbe ....... &Old Yallllllt Ud 5 f".IS aco wlwa tbe 

( 
""'"'""'"' orodalmed on Janua.ry 31, 113-f, \hAl lbe pld tollknt Of lbt dollar 
.. talt lit' 161K1 ~ralM ol ~eold nh~U.Dlhe fine. The fa.ct \bat we have kepl the 
aold \ahlln Cll t be dollar •tllb~ through tbe lnt.~rnat.Jonal monetary db turt'le.IH.'C* 
&IWIIlllllt!ts (l( the put 6 ycat~ 11houtd be adequa~ 11111\II'AOee U1at. 01411'11 I• 1141h-hcr 
tlo-~t-lre uor lnteu~ on lbc JNt.tl ol\111fl admlnbltraUon to alt.er the sold val1.1e of lltoV 
dollAr ~wpt und~r ~lreumiJ'lAil~ v.•blrb rlearly dt.malld AUeh action. 

Just u t.here were crit.icw some yean bac:k wbo said that an irre
..pon~ble administration would tquander llH! s t.abiliution fund in a 
fooiL'b manner, 10 there have been peraiJlMC. critics who said cba&.lhe 
P""""-'tnt't po•~er to devalue the ~ld eont~t or the dollar would be 
u"td to bring about. inflalion. There il oo ba.sis for believing thaL 
··~are going lo havA infllltion in &his oountry because- 1,.he PmidenL 
I~Mes tlu.s emarganc1 1,owe:r. lAm •ure l11at. the Pmldful t. will be 
'" J.N1Jous n.s CongreiJitn te.Jc,ing the a!Alps to J)revc.nt in flotiou. 

Ob,•iou! ly the administ.ration has no proscnt. intent. wbo~ever to 
d,t\'llue the gold ron~t or the dolla.r. But. <'!f-rta.inly tbil it not.the. 
IUDt 1o mno,·e. Oexible po••en from tho Exeeutn·e wben the ueeuuv~ 
.,, aU othtr-nation• pa.ees virtually complete powers over tho do•n.MUC 
and t.rtemal monetary afrairs of their eountrie.. ln 1939 I 11.kl to 
c 0fiii"'OII: 

Ttl¥ 1>owe.r Is • ~pon lo l'tlller,.e needed for protection or Am.erkan fnte.FMW. 
' " tbc •nouet.ary field 1~ I• A4 1111porunt.,.. a powertld Navy lo 'ho netd ot defeaM 
'4IJCI~I anned att.Ack. 

That s:t.atement is u t.rue now u in 1939. 
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What tttpo will be n-ry in. the nut 2 yeara in the ;
0
,_,. ,,_ • 

montl&ry fifld dt:pendt to a eonsiderable u~t upon the WU.-::::t'!! 
are being longht all around thel!lob6. We are not ... ,.., and .;
not. dteC"ribfl • •hat. the future holds m &-tore. J feel very ''ronal ::: 
for Oontre~~. to remove ~hill power- at tbe p~nt. tUrae btu../ ltwt. 
is no imrn~h11e ute for 1t • •ould be an un .. ·tse step iJ1 the r~ of 
unr~rt•in fuiUre. "' 

Mr. CocmHAN. Mr. SN•rf'tary, have you any fuM ht r t"'tnltltont fQ 
lllftket1 

Mr. Mottor.NTitA u. No; ~ut J nm glad to onswE•r any ttttetHo111. 
~l r. ANOIU!8f.N. Mr. 9 htua·nwn: Mr. Stoerct&ry, it. it \)1'4!Uy hllnlto 

(('lllflll1hC•r 1111 or th4'1'41 clu ng& tlutt you hove rue I. I wou d lllwe,..ltat, 
quC'tUionrd ynu aul y~u wc•nt. nlong, but I know it i1t b<'ttt•r to haru 
c·cnu1,1c•Lo Al .. LC'nwnL Ill the rt'COrd. 
· ~ r. MOtWt!1'11'1tAU. 'rhnnk you for your courtt'Sy, 

Mr. AHnHt!8V.N. But 8tl\rting at. the Ntd, like the Chintree do tncl 
workin~t bnek,.,••ud-- ' 

Mr. WHITE. Would tht' grnllrman yit•ld Cor a qut"'tion about die 
prorf~~ling lwn-? Ju•L how are we going to handle thiat 1\it • 
n _ry important l~slation vital to the weUarr of our rouotry ... 
evf'rybociJ lt ~at11 inttort$lt'd~ I am wondering if t~ ~ 
• ·anut tba. to lW' MlUrtly Afttf't and ke.pt. from th~ publici that -. u; 
quNtions and ar~n·tn hrrt. Just how an we going to J)RirClfrtrd? 

Mr. ANDREit:~. I put that inquiry wht"n •·e started and tht Smt
tary taid .r thtrt -.·aa aomething that b(' dtd not. • ·ant to co i:a 1l. 
reterd hr -.·ouJd IRIIO\ION" it. 

~tr. Wm1'C. It that. your- idea, ~fr. Seert>tary, for evrrythir11 to be 
~l't'\ ttnd kf'pt. from tht public! 

~J r. ll,uL, ~lr. Sr.crN.o~try, can't we procf'<'d iJl this rnannH": Wllflll 
\'()u iiN' "!ltwd "(IIU'tHion you 1hink should be off the rt'C'Ord, tlu•n" 
ih11~ point. 11io st<'nOJ:rKP.I•C'r will no~ toke it. Can,'l we go aiM, 
UIILII rou .4fiV' '

1 I woulcl hk(• to hll \'(' tlu.s ofr the r('OOrd '1 ~ 
~lr', W111Tt:. l tun llfrnicl t1l(' rourHry wi.ll JlC'L" b~td imprt88ion htrt ir it. i!' <•nt in·ly l'l<'('r•rt .. 
~lr. ANon~l!'t:N, 'l'hf'l Sl'Crrll•ry hils no <Lispositiou to mnk~ illl'(rtt, 

H tlwr•• i-~t "'nuothing t lu•t. 1\fret·tA the st11bility of the; finAnri• l ""*iN 
o( tlw 00\'•' l'flllWIIL, Jw wiiJ t4•1J U& SO lind it. WOn't go ill lfiC rteOrd. 

~ II·. W111Tr.. W(• terr• in execut ive session now. All I wonl to do it 
to htl\' t1 4'1~trifitorl tlw Srcrt•tary's int('nt. 

~lr. ,\loUOt}S1'tt w . A~ fllf as this statement. is conctmtd( iftM 
t•hairman want" to ach·<' thatt out to the press, it ~up lo you. would 
not do it: but it ~ up to )'OU. • 

~lr. WutTt!. Thi• hranng l!J bting taken br t.ho sttn~phtr. 
~lr. rocHM\S_ I Alilk UnAnimous co~nL tltat. tht' pn"plrtd ~tf

lnrnt •hiflt thl" !Wrt"ta" hu just n-ad be gi\'t"n to tht prtM. \\,ca. 
out obj('l('tton. it •·ill bt ~ivtn w the prt$5 . 

.\lr. WtUTit. \\'hat •bout tht rtrmnl of theM htennpf Art' tbry 
to IN< !LN"rtt! 

~lr. C'ot' ltlll \S n,f'! hc>fUih~..., will lM' printffi as tht'y hal't"c lH'fft in tbt 
pl.!!t. 

:\lr. ANIHu;ns. ThiA "-8h•l:nt•IU. wiJI ~in the hoarings? 
~lr. C'ontH\N. I a11krd to hll\'f' it go m. , 

. ~lr. Wu!'t~: . h llJlr•t'tln~ to mt': to be irregular. I d~ not kno
"lu.•tlwr I Jmt 1.!1 t1 Al'f'rf'l, or 11 I)Ublie hcoring. J tun uncerl11n u 10 how 
Wl' llrl' ~)Ill$( 10 fU'OCC'C'd. 
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\ lr. Jl,,t.1 •• Aren't .tbes.e hearings. after th!!',y an- priutOO, publie 
~nl-.f 'flH•,rt•fo rt', •f ~a want.. to kt•cp anytlun,c M'C~t, Wf' cannot 
r,•tn Jrt iL go mto tho nunutM, Mr. While. 

\ Jr. Wm•u!. 1 expect t he press wouh! lika to bt n•lll'tl('nlOO he.rc>. 
( fusl do not. knuw how we ore prooeedmg. 1 am tryulje LO oonforrn 
16 tht wiflihct or tl1o ~rotary_. So far u I tun JH~.MM>nAily ooneemOO 
I IP) in fnvor or a publtc heanng. . 

\lr AsottM£N. A!C I understand It, wa bhe now approximate:IY 
~ ,,O,Ooo.OOO plu• in I)Oid acoordin~ 10 tho lut 81&l<mmt.. Tlult 
if 11 of ~lay 6, 18-41--SZ'l,51.9,000,000 plu., or maybe a little mon'l 
thao that llow much j;<>ld II lh<te und•r Nrm.uli 10 lhe emlit of 
~ counlrif'l! I believe the laat. fiKUte 1 aaw wu $1.800,000,000 • 
., around that. fJ~tUre. 

~lr. II'MITM (Troasury Oeparlmtnt). $1 ,000,000.000. That io not 
indudtd in I hit figure. 

Mr. A~o•ur.:su.x . Can you tell us, Mr. Serretary,:~haL your eatlmate 
it of tlll'l LOtttl wortd supply of gold at tho t>rcsent hmo! 

~l r. WHITt: (Trcuury papArlntcnt). Th,e world lllock or DIOnf!tary 
K'l•ld hM bClen u~tunlly cstJmat.Qd nt npprox1mntrly sao,ooo.ooo.ooo. 

~l r. A1'1'1Ht£8t:N. S30,000,000,~T .It luu J(Onc up about $2,000,-
000.000 tine~'"'" yenr, when J llunk 1t w.w $28,000.000,000. 

Mr. Wltn'lt (Treasury Depart.ntf'nt.,). Vr:ry likely. Oold is b~ing 
~uc:M at. the rate of almost. SJ ,500,000.000 • year . 

. Mr. WuiTit. At what ral61 
~lr. ll'mn ('J'rouury D epartm•nt). $1 ,500,000,000. 
~1 r. A'i'DR&S6~. That is about doublt lhf' fonner produet.ion btfore 

dw inr:t"tUt in pri~? 
~lr. WmTK (Treuury Department). J can ~l the enet figure.. 
~lr. 1\sotu:&EX. C•n you put them in lht" r«<rd! 
).lr. \\'tiiTE (irrasury Ocparlmtnl.). Oladly . 
(Till' mAlter N"f~rred to is as followt:) 

\ '1'6r: 
IO:HI 
UI;)O 
lfl31 
1032 
1133 
1131 ·-

0••«• 
19, 107, •t5~ 
20, 003. 736 
2'2, 1S4, 200 
2'4. 098, 676 
2s. •oo.m 
27.372,374 

\ 'ttu'! 
lOll~ 
11)3(1 
IQ37 
IOlJ!t 
IIJ3g 
18 .. 0 

...... .,.._.,.~--Ill""-~,....., ........ ,..., ...... 

O.• tn 
29, ll99, 2~& 
32. SI:JO, 664 
M_ 1Ul, 29M 
31, 703,334 

. 39,&.51, 107 
• • ' -4 2. 2M. 000 

~lr. A~DKU£..~. No-.·, as J rtroll~l btn.", tht> Oonmon of thco 
Frdtral llHf'rv~ Doard recommtnrlrd that. thi1 powt'r be discontinutd 
that i~ in Lhe band1 of th~ P~dt>nl 1.0 furtht r de,·alue the dollar. 

~lr. ~I OMOESTUAI' . [ think that itl correct, 
.~lr. ANDIUOJSt:N. (t. is quite appartnt that you o~ in disagreement 

~11h tluH rt•conlmcndAtion of thC' Ft"ilt>rt&l lh '1JN''\'O Bo~ttrd? 
~lr. ~IOHOt:NTitAU. ( nm. Y~os. U I m••Y j ust. llutcnd your stat&

mf'lll. h Wll& not. the Bon I'd· it WtlA whiH t ltey cull the Advisory 
Conuniuc·c• or the Fedcral h ('R('I'\1('. Out. LIIC' Federal Reser'\'C 
&nnl-

~lr, Asolllt8cs. Thty eoueurrNI in it1 
~lr, ~fOttO&STUAC'. '\~es. 
~lr. ANDIItKS&N. And tent. it. up to the Cong:rtt~! 
~'lr. ~IOitOI!~'TU.AC. Yes. 

Regraded Uclassified



8 &XTt!S'810~ OP 8'{ABILJZATIO~ YtJl\D 

Mr ANo•utuf. And they al&o reoonunendt!d to do awe . 
autho.rity now v~tcod in tl•e President. ~ ha•"· or lh~ ~.ll.ll. 
hovo $3 000 000,000 worth of <Urrt'Oey pnnl<d? ---""'7,. 

~~~. ~ioMOMNTHAV. Under • ·bat it bo•-n u the Tbonau .._... 
mrnt, )'f'W. r 

~tr. A..~DNACN. \ flili th e• Thomas am~•dmt"Ul. 
~Jr. ~IONO&~'TIUV. Out LI!Al is not up now in thiJI mattt'r, 
~Jr. ANOIU~iH>:N. Nd; Lhat- 18 not UJJ now. 
l)o you wi•h to n111kr any corn men t. for tbo betH•6t. of tlai11 OOJnt~~h on why you tll't' OJlp08NI 10 tJw rC'commendRtion or the l"l"dN'tl Uttt.·~fft 

Uottr,l or Oovc•l'tiOI'i? • 
~l r. ~l ouorJN"1'11 j\,tJ, ~''(• II, ~ do n~t want. to rc•r.u.:t~ wilh you, but la!n 

lu•rl' suiJIXll'tlnJ: tlus IJIII wluc.h w11l do two thmgs. Orw c.,.
11
ill 

till• t11H 1ori1y w,bich Coug1~s<J haa given .the Prcaiflt'nt; ,;An.ely l~ 
Kt;al.tiliz•uion Cunil IXiW('nl; and two, oonhrtu(• tJw power lO lht; llMt 
gold t-.)ntc·nt of Lht• tlollllr. And l am bC'rt• II.& I aey, aupporti'1lhr 
!Jill. I( th(• F'Nit;~ntl ltr>iervo SyslA.'m think thaL is wroug, IN thttiiMr 
w!av. Tlu•y 11ro ir! tliiiA@:n,'i'ment with 1:»<', l , am not in diMI''""-I 
wrtl- tlu.•m, I am J ill~ •skmg for, a connm,~_atton of C)()"'~"rf •llif-b .. ~ 
ht<t•n n~nnt'(l tlm~r tlnlt"l, r behr\·~. or gJnm to t (' l'l"t''idrnt 1-
tinw'&. If tbt f'NIC',..l R('8('n·e Board or any otbfr grotrp o1 butt, 
tbink lhat is not ...-~. undfr our d€'motnttit' ayatC'm, tlw1 m P' 
up •rul MJ' .o 

~lr. ASDRLJI.L.!'l. Do you 1hin:C. this is a hn.lth>· IJI'Opoiitioa -~ 
to tOntiriUf' to buy all of •• , ... }.>-Old or the world •• thr J)t'ifll· tof"l by llt 
PITAi<lrnt and dlf' !WrNary o( lbt 'l"rtasury! 

~lr. ~lo.co•.,·nu.tl, W..-11. ~Jr. Congtr"ssmitn. I tbmk 1l it tiJtted1' 
s.y.fl.h rn I k,ow or at I pi'HC'rH thaL w..- c·an function und1•r ut tbi.t 1tf*1 
world. A~llitt ftiUI "A'ftin r lllwt• ttsk('(] J)('()p)e for 8UI,."J.:('!UH:ltl! IO btu, r 
lht' ~Y,.t•·m. I '"" lllwttys rud\~ to ajt down witb ftn,vbody v.ho h•u 
~U..,"J.!t"'tion !ur imJU'(l\'Nnrnt. l lu.wt' bc•c•n unoiJi t• to gt•L 111,\' bt'll!·r 
IIIPI It t)(l or ~·lllin~r our blllfliiC('S of pnynwnts iu inh•nafltion•l tnulr . • \ 
I llo 1101 ktww •l( tl hr1 trt· rnf't ltod. 1M 

~lr, ASIHU~t:S, 0( C'(lUNW, cluriug the J>tlSt C'OUJ>IC uf ''~MI"$ \\' t hn\'(1 
bc•c•n 1i\'iiiJ: undt'r Unthltlttl world condition~, ond w~ luw't1 b.-..n b11,vin~t 
'' lot. Of jtOJd l t f-'r~ Md much 0( I hat money hlll'l lx-~11 Ut!oi•d by W'lrrinjr 
•lt•moertwit•" to l'f'HIC' tlu•ir pttvmcnt.s for the thin~ tht•\' bou,~eltt in tlw 
l 'nitttl S&Ah'if.. Hut J+Ome : .. ~nrs a~o you cxpre~t.l 1111nu 11bo11t lht 
itrtttl IIIIIOUut o f ~mid thnt Wtl8 conung into t lus country. And wbtt! 
" 'f' f'Ont&i• lt•r lltl' tnnnnrtu~l gold, plus what. we hn\'e ell't'tttly purtha.otd 
"'" tuH·e tl~ to 90 pe~ent, hehn~eu 85 and 90 ptl't'fnt of the •rori.l '"''\''.< or 1!0"'· 

;\ r. ~loMot:sTn w. You art a liule too high, I think. ol 
Mr. Axo1u:st~. \\'tU, I us.ume that the gold th•\. l! Hrmtrt 

• til "' tntually find il.s way into the T 'ftasury to be u.wd m dw ttl_. 
ntMlLolt.l•IK>N •htn tl~ oountries run ou&. or othtrdolltrl''t<'hii!P' 

~lr_ )loaorsTH u· Xot nt'«Marily. After all, • ·t han• •lot of cold 
IW"I'l' tlt•t it froun for tountries thai ha""e be<Pn o,·trrnn b>· Otnn&n1 
.11 dOH no1 foUow that this gold necessarily wiU e\' totually flnd ltJ11"tJ mto f'IUr 'rrf'.t1nu·:r. 

~lr, ~~·o•u:nN. Wt ll, of rourse, they .are usi1~g 80nte or iL now IO 
IIHlllll~lll the I;Q\'fnlmtnls that era exiStUlg OULS.tdO O( tht' C'ODqutrtd 
t'OUIIIttl"k 
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\lr. ~lo"OII:rtTUAU. That is true, hut the turn~ il\\·oh·ed arP. T"er,y, 

w~ "1111U. b 
Sir. Asotn;&HN. Tbnt 1.na,v e. . 
~lr. ,\ l onot:~TUt\U. It U:l JUSI.Il tru1klc. 
~lr. i\SU1tt:8~N" . Of course, 1\ good lOnny of U8 nro conet"mcd •bout. 

1lblll thi~' fot.•l$f1Wtl ~ro ~ang LO UAe for tloll~r <•.xebange tD p4,\' for 

1bi!~il tlliLI thc•y buy Ul lbls ~untry lhf•f tina war tnds-anJ it is 
!'OIM~ 10 rornt w au eod- and 1f Lh«"Y do 1101.. ha,•e gold to pav 011 v.i tb 
ro-t ou•n• • r ba,•e to takf' tba product a of th011e countries 'produ«"CI 
atdtf' probably tot•llt di.fl'erent condition• than wr art" used to h~·r& 
• dwo l'a1t('d Statts. 

\lr ~lotWtUCTK\U. Wt:U.it.haa bc-en true now for6or6 vteno that. 
~ ... ; tountrit'l have been very limhtd in the amount ol dQI~r t!.t
f'hal\f'~' tlli•Y ~n a~uire to pay for g~lt in thl! eountry. and thty 
bvr not b<'t'll able to buy b{'r('; or thelt rurc.b .. ~ ha\'C. been \'t:ry 

lunitttl. I don't. know, and 1 don't. prl'tt•n( t.o lK' •hlc to 8N" into tht• 
(utur1• , \'"' (ttr to know, ir a nd wh,•n J}i•l\c" com~ to the world on 
v.l11r lutlli~ \\'0 will tlo business in internntionnl ehrumel.!J. l jusl do 
!1(!1 1,r1•h•rul to know, ruul I htwt' not. )'l'1 . bmm ~thlc· to lintl anybody 
v;h<P i'ill l (Or(•Nl!Jl how W(' will COrtdUCl husint~S. 

)lr. ANOHI!Ift:N. I t horoughly UKr .. ~ wit.h yo11 \to (! would likt• t n fi111l 

..omr~hiu~ t~bout. tlu: ruture ..o we could pr'•tmr(' ror il. But I would 
no1 tHtt \ton.turc a gut."SS mys.elf, 1Utd l tun tmn! you find youNrlf in 
tbr I'll IUf' I>OAi I tOU. 

)lr. )l oKOMrri'THAV. 1 try to ~honOBtaltoul il. If I had an •ns'flt'r. 
l•ndl lf'lht But I do not know what thran••·rri~. 

)It .\~OMt>L.S Lel mr rtfl'r brieRy to lh~ ttabiliution rund. I low 
mtlt'h or • b•t.ntc 1lo ,·ou ha,·r in tht' atabtlixation funt.l no .. that iJ not. 
bnn~ 11"'4-.1! ~ 

) lr. ~luuotx-rn' \.. WlmL we h"''e dont' ~tr. Bt·ll t'1Ul torrect rne 
.. l' ll t'H'f UM'II mon_• th1111 $200,000,000 or lhl' rmul, lit fUW OOt.• tim(', 

( 
~l r .• \ sout;g.:N. You still hnvt~ npJ)n•ximntl"'ly $ J,SOC),OOO.OOO th•H 

is unr h\•lng UJh.-'11? • 

\11·. ~ I OitOt:N1'11AU. We~ lu\VC' C'.nN iy $ 1.800,000,000 thttt• wr luwu 
ll\-'\' 1'1' IOIIC'IIt"fl. 

~~~·. ,\1\' UIII::I't: S . \'rr~· JiUJc o ( lhn r~'8C' I'VO lh tU \'011 hn~ i~ tlnawing 
in11·n~t! · • 

~lr ) I Oito KNTII,\\!, L would sar nona or it i•. 
\lr, ,\ SlHC&!'f!.S. ~OJH' Of it is Jrawing illlt'n.•t l . 

~lr l.IOROK.S'MUL'. No. 
llr AsoKCSK.:t. I am sure it hu O«urrt."d to ~·ou. anti t "·oulcl Jlko 

to a•l )"OU lxo<-au5r I h.an~ lH-t-n • ·ondt-rinsc: u lOng as w~ an paying 
1111«-nt on .!!ludalarJ!e amounts in Lhit country for national df'fetlR and 
for lftf' f'XptndatUI'M thAt we Ue makintc ln ~XCrSS of .thto ln'H>Un\. 

roll('l:t!"l for L".XM!I, hrre we bav~ $1,800,000,000 not dnt.~tlng inlf'rNt. 
•t~d l.'' mJt clormnnt.. That. means aL th" rt\lc or :• percent, $54,000,000 
• .''('Jtr, 1111d if il would bo used it would t•limin•t•• th~ paying of lh"t. 
lllllt'll int('rt.'8t nt 3 pcrc.t:nt. 

~l r. ~I OttOt~1' 11AU. Well, l!ht\ ~~vet•flgc i8 2.0 IJCN:C'nt. 
~lr. ANouts&N. ft'ig_t~re flt. 2.6 J)N'CC'Ilt. it.. would hr &4.0.000,()()() OJ' 

$45.000,000 ft yen .. Now we ar4' in thC"' J)I'Of:tWI or lu"'ing ft .t.ll .. '( l~ill 
drn,fted, n \ 'f•ry drast1e ouc. And $40,000,000 or $45,000,000 1s Cjtuto 

I bu of rtwonuc Lo find. Can you iW't any (.tood reason wby wo should 
nor UU~ this rnon('y now in the i1.abiliz.ation fund thu hN been dorman'-
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ever .inu tbe fund wu r.reatfd to meet l.be br 
dtft:o~ to u to f"Jimina lto th.f.l. int~rest? 0 agatioa. let .. .__, 

Mr. MoKOII<TH>U. I .. ·ould be glad to • 
t hat ~hi• $1,800,000,000 ito • oort of nestegg fh':,"t..'J:""n. I horo~t~, 
of tlut rountry- one tha t "''e could use m ea.ae h ~to U..,..... 
••hga I might not bf; a bit to borrow exee " l e lunt taigb1 ~ 
raltl. We may always be able to bo~row t at. Vtf1 un~Wt 
c:on~n whrn OV(I'r a &lion per1od, on acooun t. Or ~~ tho Ll,we tnic.Jn • dl 
I rmgbt. not )}{'c nblc~ 10 borrow the amount or . a gtt'l~ tti.Q~Iw 
to run lhis ,qo\·~rumrn l.. ~·it bout paying cxorbir:r~~c;,. I ha\•e w bo;,O;.: 
Ill t,hetltltblln\tltiOII rund 18 " r e.SCI'Vt) l&gaiust. Lluu .. t ' tes. TheniOn,. 
fi ll 1~ 11.1t •• vc•ry tii'I CI~'fl trust. H 1 irwMtcd it 1 

10
,H:l. I have lool:l'd 

111 (•Ovf'rnnwnt. bond&, I would usc up thnt t l C ""Y you IUQ:h~ 
gone. I hnc ••lwoy$ felt hero ia something l>o~c·r And it "'Ould ~ 
d">: bu l. ttgnin8l10ntt' situation which might. rralnst. b:,o" only a rtiny 
J>Criod ol 3 monlht or 6 months 1 just oould ~~~e a . ut. where for , 
m arlcat and borrow. go IIIlO lhe DIODf1 

Mr. ANDIH!liEN. Well, t he new ta..t bill w • 
untt..._~~nd the propoeals correctly is .e :re ~.a~g to hu, ill 
propo~~.ahon. ' goa.ng to IJ't' • Pfttty d 

Mr. ~lo•oKSTRA U. W•ll, it should be-it . , 
MVIIlg 10. )OU don L milld •! 
~lr. ~~oaaa. Wtll, no"·, ~say this stabT , 1 • 

by'-you 111 •run lor the people- use you le<-ll~ ~~~- und • W. 
,,f r. ~lOIOI!Nnht~. Yes. - ~vUAB to &he.! 
~1 r. ;,\XoRar.s. Wtll, eutainly vou d~fe:nf.t"l' for all of. the_peoplt tOOt • c:"Onlf'nd &1!0 thd na~J('Q 
Mr. ~lonor.sTu H'. Yes. ' · 
Mr. A~Dlct.ltr.x. Ami tht"rt>fore · . I I •--the monf'\' iu ordt"r ro' htil > , ' t It " ou c. ~A"" • ltOOd pl•te to ptn 

Jk'Oillt' foi naniourll dtrfluso!J pa~ or these eXJ>4!nditurM for all 1111' 
Mr. ~l ouo~~TIIAV Thf'f't\ b IIH~N' i!t llloOt• thi~ 114'11~ r ~tl ll e uo 11'lt'liiU(In L on lluH. Uut,\1 

lour li;nf'M wlu•u ror II \'('~\' ~t:uhc..m ~It 1!1Y J>url , huinF fletn 11111'1! or'W 
r IH~ \'C' I' land It i ilu(' I ooufft b l:t~ J}en od It wns \'Cry ,Jifhcult to borrow. 
the,\' l' l a~rtNI ou1 in 1o17 011 'c t iJj'row llLo~ l1 rAIC'. , 13utllltrr til, W'!11'11 
UJ) to 4 ,(, fWI'I'f'lll. I(' I wrty tlll 1 t iJUlk Ill(')' hAd 10 pi!,\' 

~lr. lh:J,a .. '' · •)r, IJC' I'I'<'IH o tl· . on thi\ J.ilwrh• l;•n•l~ 11 •c note LSS.uc; lll'ld up to 4.i6 petm~t 
1\ lr ~(n,wt.XTtl\l. · Th • . r I . . or II t'liJ) OIIII14' 1Uin;4' t \N'Y ftrt llllt 1 118\'(' t lus ffil(lr\'tiulnlllf 

nmuinsr ell,, rnt~ up 0
1 10 k~~-thc pc-ooplc who O"''" tht• monr1 fft)lll 

jtnulu•Jh• llf•n I 11 Olt', lJ't'CftllSfO the_,. kno\4 l havto il \hUn 
00!'1• onh :Ohmu

1 
1,1 .. J'tf'a''C'ntg~ rat! ~n our public dtbt down until Ill 

~OhJtn ... ba•Jri,;~' 11 ~-i"d tl L5 tht'Sf' ,·arious instnlmf'nl.l • lld 
m•• "hK-h haw· nltdf' ·7 ·~ (•nt and th"" Prrsidt'nt hu pa.!lllfd 011t 
ll!!o 1114'_\' l.00'\4 th I JIOS.'lil «: tOkHptnOOt'\'SO('bN!JI. Ju:tl .. ,.,. 
dollerc ttKI th•·,.,. •! on • tN'I&In dttt" I ha,-~ Jrol. 10 borrow a tNJS.. 
IN1Un w 1,.,. throl~;1'~tthf'~ platt- 1_ can go to buL thr t.nU. J dl 
I •·ill J.Ut\' tf ,..,,."111 

1 •r no:q., I -.·ill noL g<'t monc" at 2.~ ptrt"ftll 
• ~ fM"R't'Ui. Kut h i.or, -4 ~,.~.~~ ... or 4 .1.) pt'rtNH. I ina~·,.., ~ 10 P,l{' 
( 1on~n·'i;!l routrol~~ 1~ ' 4."Y n':!W'n•C' powrl'!t v.-lai('h •'4'" hnt. -.lin 
J\ll!t."i"tl un 10 ml' "'t'/i'~l hu Rl~·••n ciH· PI"('Sidenr. and Ju•. t'O 10 .pt"'k. 
tlw ~.j.(lUO.OfiO •"h' c

1
1 J~ a l:'lk~ 1t posl'>ible to kt•rp t hr rAll' do"·n. ,.And 

1<' 1 "f' uu~lu Bpptlrf'nt l~· st1vc coulrf ''rry quarUr 

11 

~i..aJ,P':'n if .. -.- had to r.r.y onf'-ba.lf pt"n"Nil mort' on cb" wtal tlt•bt. 
~ • that is th.,. ,..,. I c.~l 
· ~\I~ .\sna£8&.~. Of ('()U-:*', you k~•· thai ~If' a.ilu.•Lion i,. -.·bolly 
d~! .. ""'' uo~'• froul ,., lulil .•L "H du~na: th~. \\ or!d \\ ar da~"i •·be~ 
ch,. ,;

0
\ •·nmwnt "as not. m t hr loanmJt huiltn~ m 1)reLC'' n~·•r en·ry 

littr ~~;urh aa~ ..... <.' ,._.,._, tod•~·: ,As • mat.tA'r of fatt tl!r.on l~ .Pl•M ._ Jk'f'!IOfl 

1)111 
hi~ moncv rtO~' •~ 111 00\'~rtUI,t'IIL IN"Unllh Wi th ttnv d--l'e'c• r-•1 .. I 1 0 · ·'• of .,p(t<t\', That 1s. M onJl *'' l•c m·••nur.t•uc Ut N'C'UN', dl<.'R th•· 

ohlk11ti:m~ llu1l th•· P''OJ•Ic• nwu a.n1 1~C'UI'i'. 
~ I t, ~JoNGt;NTU,\\'. 1 J~U(k' yOU hn\'t• l)4lUj:t:ltt ~nll' o£ my bontl~t. 
\ lr. Aso•u~t;S, 1 rt•l' taunl,,+ IHI \' t•. 
\11·. ~l ouo•:sTn.\t l . {_)tKMI. , 
\tr AKilKt:RES. I ~llll h lt\'c ftu th in thl' C10\'C'rnm('nt. nml tlu\1. we• 

•·iii n;ucldll' thnn~h in &OII~ l' wny. , ~UL Jln•t ty lll'llr lhe <ln_l.v pl~~oc;e 
p.<OI' I.' •·-nn JlUl t lwar mum•)' 111 UJ4hly llf- 111 th•~ C1th'(•rnmcnt. ~ ow, \'OU 
you~·lf 1m• (or "cl01>tin~ till' poliC'y, nml 1 think (•n>JX•t·ly so. or ~ing 
to tlw pt'Oplt· to trt~t. tl•c mom•\' rtil11('r tlllln to t he htnks througt) tbe 
•"' OC tla('S(' u~W tlcft'U"~4' hoii;'J4, atltl l ft~UIUC• thaat pl'()ftriUn i3 I;(Olt\jl 
tO ilft1'('\l, 

).lr. ) lOKG£!11"1'H \t . Out thr f1H'l rt•mttUI4-, Cofl;ji!rt'~~tm•n. ah("r wr 
.._, • .., ;t(Mif' to tlu· proplc.• ~ntl (rOtt._.n a .acOO(Jly proponion of thcir 
a\'IBJ'S. as much as tlu-y ••II tru~t tnl' 'uth. "'' do han• to~ to lhr 
.. r.:r pooh of ~fit alto borTO" mon"y .\n•l 1 •·nul.tl batt· to br in the 
po;oitioo. ... -t.itb hl\'4' not btot."'' m tn d•t.-, •hrr.· I •·ould ha,·e to JtU 
••tb nn• h•nd out and on nw km"Ml; •• PlH~ lrnd Dlt" 1 hillion dnllanc 
or hal( a billion clulbu~." 'l'h•• munlh· Conj!n~ takH thrst· r,"SM'\'r 
poW't'f'!l. •"'•'· fmm tht:" Prt"•lfh•nt nnd tt'tlttt~· fmm m" tht11 I will lw 
plltt'll in tli~· luuulg of t1w uv. llt •r.o: of th1• mont·~· in thi10 rountry. 1 
foltlft·r,·h· hopt· ('ouJ(rt'M w11l not tlfi 11 ht'C"lHI!\.1• I -.·ill ha\' t• w I'*'~' 
(!uuu).!ll !lw nos.c. ann! 1'1<0 will ~·\'l'l'yhmls ••l~~o~• t1tmugh inC'ri'Oi'4'tl hl+Nt'1l 
on nrt•otmt of hap:lwr uHt• l',~l nHt"~~ . 

( 
~J r. A!'r'Dic~•:S". I <lo nul u~rw tluu you \\' i~ l hfl\'t•. to p•t,v lhrou}tlt 

llw UO$l' bc•ct~USl' I t hink yuu lll't• J ll't·H~· t• lt•\' t•r m ~c·ttm~ monl·~·, t• \'1'11 
v:itlumt this IUOil('y. 

~lr. ~ I OIC(It~S'I' II :\l'. ' l'hnukll. fill' t l11• .-ruuplinu-ut. Bu l I luH't• ouly 
bN•I\ nb1(' l O rf() i l 011 tl{'('0UIIL or till' powt•rl.' (\)11~1'4"SS luhl )li\'t•ll U"• 
th1!'81.· rt'S('r\·~~ powt•nl. Anti j uM lit' 80011 r18 \'011 tllkt• lhll l OWIIY rrorn us 
then I lUll 110 diiTt••·ent rmm fill\' o tlwr ituli,•hhull. \\'lwn tl Tlllln ~0\_'$ 
into a bonk &tu l 86)-"8, " I wun t 'to hora•ow u t houSIInd doU11J'8 tu huy " 
I'W''Io- tr•Nor or a ri••"' tbrc.'flhiug tnJIChin••." if this mttn h~t.s :;_"'t 80rn~ 
mont•\' in tb~ bank hr i!' lt1•ftl••d onf' ""''*'', hill if ht• hiS nothin~ in tlu• 
bini-. 'anc.l be.· is t.'Utirtl~· "''Jk•tult•llt on tla,."f•rm morhim..,· rom1>•ny. tht• 
f•rm mat'hinn~· rompitru~· 'Itt ill ~•k him~~ ami plt-nty. If d1•t m•u 
hti~Uf' OlOnt'~· hf' ('Ill JC'} pt•tha~~ 10 It ()ftn~ end bOrTO'A. ror :l ptr«n~. 
But d bf' bas to dt'pt"IHI on tlw arm madmwry t'amptln~·. tht• ""•Y u. 
Wlf'flto ~in tlw old tlan. hf' wouM pay 10 or 12 prrtt'nl for tht tratwr. 
It 1~ thf' s.anu• KIH. t'a1;, uo diffrr.~nt from th•• farmM' •·ho ;._"()1..; to th«" 
bank or 1hf' rl·llo•· who 'fo'll l\lt' to huy "nythins: on f'R'tht.. . 

).lr . • \xoRI:AES. If 1lus po• f'l is not r.•nrwt'(l, or. wr '14"LII ..,., ••• r It ... 
rt1U·~·.._I ~ud ~·ou ttn• unahlr to ~N n10IIf'Y th.~n by Ol~(' -l'trokc.• ol11at·l~·n 
tlw 1 r\'i!ch·nt couJ.I ,iw WHI O\'t•r St.oon.ooo.onn JU.::t hy tlt'f"n·a~m~ 
du•uohl <'011\NH o( thrdollnr, 

~lr. ~ I ORGRS'Tfl,\t ' , J»4•1it't'l h ' l rlh', lt 1• ('ll.ll nl..o, liS lw !'~t i ll. Wttlk 
on hi!>hl·lld up l'•·nn!t,\'h·m1iK .\ \•,·mw. 
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d.d rutt"r into thAt a~tnt and partwutuly m tht" last 4 vtt.n 
t1tl:« h•'·~ bfot-~ df"''aluauont of olht·r t''~n:t"rK'ift ~hkh migtn wainnt 
..,otbf'r oPf""Uon tht N.Jl\t' u • thad Of1Jinally; at that not rornc:t! 

'-lr. ~toaGE,S'TltAU. WriJ. of oounwo, at J~rNf'nt ..,.,. in lhf' 'f'rN..wrv 
an· 

1101 
.,.-0rr~rmg ~ ':ltut"b .•bout devaluau~n by the olh('f rountri...3. 

1 nttttn. ('\'t'TYbOd~ m tlulf rou~·t~ now 11 ~nd should b•·. in m'' 
Ctpinion. df'fNlM' rnmdOO. A,od 11 II rnorf' *'JC~Hl!U thr day ._,.lwn th-r 
fi:.:flliu:,! t"f'lt.$('S 1111d _ p4>0p1t• lfH btu•k atU!I ~~IU! I :o"'~UL tO do bu!'inrss 
throu~h nol'lno1duu~nt:'ls ~f t•·r~Cin thnt I tlunk 11 Uli111J>Oftlmt lluu. tltl' 
I'N\"'id('lll ur t h~ Umtt'\1 Stnle~ t1tMll).:h Cou~:rcosl be fllMwt'd to ('011 .. 
t\ntw 10 hn''(' th1~ powt•r . _ A~uuuJl lh~ tiny _. IIHt to•lny or tOillOrruw
but 

11
ruinst tbt:' dny wlwn tht•t'(' OIICfl rnort' IR JH'Ate nntl w.- lind w1u1t 

kln•l r1f C'Of!lp~tition ." '<'- ttrt• ll l) 11~1\~ll"l in t it(• WOrld market.S lO do 
hu"im-.si w1t,h. Am<:ru•Ju\ nH•rrhnn!hl'of\.. Now uobotly kuO>A'lJ whl\t .. 
that l'Ompt•utlou w 1ll ""' buL I hf'ht•v•~ 1t. wouM hl~ iL mi!takr a t thiJ 
timl' to tak<- thnt a uthority ewnt from thl' P'rr'llitlfnt. I do not &~•1• 
tbllt ~anything cen br gaillt'<l by 1t. II~· hruJ dNnottilll'1\tt"!l that h" is 
fulh· competent to hold that (lrcal W .blt and not abtL'W' it. And on the 
oth'l-r band • t just do not know " 'hat it around lhr C'Otnt'T- ll i! a 
~t~otrul •utbority u a sort of J)l'f\'tntiVt', rather than positi\·co •ctioo 
that M might takf'- That is thr """Y l f1't•l. '-lr. A='oaEStS. Tht• only way you nn makf' it •-ork aftn thf' .,.-ar 
i:fo\'H, if ,-ou want to do bW!in"' throughout th«" world. i.-. to takt th~ 
JL'I)Lt .-f' ha\-f' alrt'ad:-• pun'hut'd and loan it to thMt' othf"f' Nunuiet 
so tht'\" nn SJX"Dd it. • ·ath us a~ in. 

~lr.-:\1oaGE!"Tlt.\U , Wr m4tlu havC'I to .-to that. 
~lr. Coouus. ~l r. lh-4.•dT 
'-lr. REED. No qut>Stions. 
'-lr •. CoC'HRA""· ~lr. ll~tll. 
'-lr. II \l.L- ~lr. S.•crf'tnry, you '"i'l this fullfl migiH t"Olll<' in hand.)_' 

during n rainy tlay, but uncl(•l' the IH'O\• i:~~ions of tlu· original tart, I 
( h"''~· nol it l;c.•n• b<'rorc_• nu•, cnu you now us.· thi!! funcl fo r ,gt•nl'rnl 

lo'U''rrurnC'IllOI puq'H)S(-s't lltw•• you 1\uthority LO •lo it.? 
~lr . ~IOHGt!NTII,\U. No. llu l thP wny wt•t.;-.uld do il. Con~f('!'Stuun, 

-.·ould b(• throurlt th<' Jlti i'C' IUIS(I Of (lQVI'I'IIIlW 111 8('CUriti~. 
:\lr. llut-. ) 0 11 \\'otlld u~c· it in tluH Ol1UIIll'r1 
:\lr. :\l onGt:STI-I AU. You coulcl U8(' it in thnt. tmUlnt't'-
~lr. lbLa .. Now, as hnl' lwt•n '"id ht•rt•, .. inei' wt• nwt 2 )'t'JtnJ iijCO. 

thl· j..'Ohl in thr world h~ incrt•ll~~.i"<l tlboiH $2,000,00(Ml00 •nd tbe 
•.mount wt• han• obtnin('d hn.11 iutr''""''il about $4,000,000,000; is that 
n~ht! 

:\lr. ~loK(a:zo.'THAt', About right. 
:\lr. II \Lt... Thlt m.-ans 111 •bout 4 or 6 yranJ if _.,..«' k~p up this 

pn-nt trr~l"·«' 'tldtl o• -n :all of thf' ._•oM in thl' -.-orld f'X('('pt that ..-Web 
l .. o.•ll' nunrcl ~:--old;~ thftl ri~tht! 

'-lr_ '.\lottGt:!\IH "'"- I do not think""· hut 1 mu bP •--ron~ . h looks 
... tl~•·:h wit It tht ~·xc:'f'ption of th#' nr•Jy miru-.1 f..'Oid ..,-eo han about 
aU lh" ~-ol~l •r al't' ~iHg lo ~:-·t no•·. Th1t ~~ thr ···~-it looks. • ·ith 
dtt• t·\t':•JUton oC nr\\ 1.' ' minNI f"'Jd. 

'-k II \LL. 1! thf'h" "'"' iruhuaion 1hM tl1•t i" so! 
:\Jr. :\loKGl.S"TIUt'. Yft: tlwn• ill 
\Jr I I \1.1 .. Th('n• i!"1 
'" :\lonr.ll~Tfi\C. y • .,. 
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·~ • 'OTT ~lr ~,.Nary. ju•t to rnhschtt1\ m.-. t. .. •t nm • H)tT"''' 
~lr ::""I tl~; a furthrr df'\ aJuahOH O( thf' dollu ._oukl OlWfth• a ... 

..u,trrt.::IIO wpudiatioU Of lh~ noH"!1111Nl\.'• morwtal')," ubli~hiHI"~ • P{ 
1

.,..11 put it auotlwr v.ay, \\Olald 11. 00111mouut lu • l"l•ufi....,.tiuu 
Ur. t 

1 
,,r ;;.uth c·laim"- a~rain~t t1rt• GC'Wt·nmwau! 

nn' "'1 '- - .,.. '[ I ' I I II I I' \lr \JOitGESTUA~. •" OW, I )OU { 0 UOl tniiU, 'AOUI t•~tl I lull 11 
·I ,· ... 1iou tt.ml l "'·ill hnH• u l~t'A'~t·r """'~l·r Llun. 

k;.~lr~l~oTT- 1 hn,·•· uo ul?jt"l'tion •. ~tir. I urn not 11"kiu~ it m 14 ··vm' 
•• hri .. fU but l'ltt)t(•f' ror· tufornmuon, o( t'Ottno~~. 

of.~!.·. 1-'ut.a-:\·, "''' h 11n ur•t::tu'll tlutt llrtlhlt•m 1-...r .. , ... Ill•• ~~~l•r··w•• 
l'mut. · I I ' I II . ~lr. &·on. 1 1un try1~1.: to c•tr r~t .~lln••t rm.: , .. , •. wcmt uppr·• .. ·•ut•· 
'f '(Ill wvulrl l\nS!o\'Pr nw In tlmt. •pu·H . 1 )tr. Fo1,t:\' , I 111'11 !•Ol ~turt\ l .urlil.f'l'"'t.tmd yi'Har. 'JUI"'Iion. 1£ I ,JH, 
1 

))lolit•\'i' th<' u.ns\\'t•r. U'; Tlu• ohhWHIOII ts ~() J):t,\• m ,(u!larr>, ~All! I ''\' 1•11 
( thr ~old i"'Uh•llt lS rt'tiUCt'(l, pltJ inNit In doll~~ wdl ('OU!>htllt(• ~ r n dist'har.:•(' l tlo not think tlll'\l iat. ret,udilltion or tllt' obli~"'tltiou. 
11 '-lr. ~:To the t•.xtent to "'' hic·h th.- seohl ,t..'(tnh•tlt or tbt• doll•r 

t4 ""'IUffCI, v. ould not. th•t opt•ruu- ••" ronfiiM·"ttOn totht> ~1nw t•:<h'nl 
tf d.ims again!t tbe Govt'mUh'!''' . . . . 

\lr Foun. I should uot ttunk .o . .!'lr; t .. 'Miu~· tht• obli'-.. ltOn '-"' 
.,.;. ...; pa\• in dollar!, and it is •till • doll•r • h!th i:- paitl «'\'t'tJ tW.u;..,.. 
tht- !!Old C:Oot~nt mav ha\'f' bt"t·n n"41U4'rtl h 11 suJI • doll.r. 

,.[,. . . \~oRcs~:.s. '\till ~·ou JH'""" • ~~~,.~ion thf'n·! 
)tr. Scon". y ('5. • • • I 
,.,,., A.~oa.u&~. In tht c.-ail4" of 1lw Phahpsmw l~aniL". •h.-u t ~·· 

~rinal dcnluation took l>lact•. didn't \ '011 I~Y thtm, or w .. r.-n't tht·~· 
authoe;ud to re<·Mvc·, tl1.- profiht. ~·a)h,.l. or l.ht• ;;..~tlt l tlu.~v had! . 

~1r. Bt;LL. I think it """" nulhoruw~l . but ll """ rK•I bt't'n p11ul 
,.,.,.... \HtS an "uthori:tftlion. . . 

:\1r. AsoR&St:s. h is lu-111, tttul '-''4' r•'• 1t,~utx•·,ttuo~· oro i.'fl l ltlt'tl ttl 

( 
f'II('C•i\'t' iL 

:\lr. F'ou:Y. 1'1u· llUthuriziltion is t ht•t•\ hu t I undt•rsttuul ttw 
lllllrOIJritttion h11!t HOi bN'II 11Hldl', , . , , 

:\11·. lh:u .. Congn!ll3 J'<•fuSL-d to mnko nny ftJ>Jlrosm i\UOn. llwy 
dkJ 11111horize iL . '-lr. AsolcESllN. How obout. in thO•Cft8C of thl' Panruna Rt•Jmbhe-
llw~· W('rt' actually 1mid the d ifTf'rNtCt', wer<' th('y not! 

:\Jr. FoLr.Y. 'rhat. w llS cll'fl.1t. with in tt 1\C'W tr('aty. 
:\lr. AsoKJ(~EN. And tlu~y rt-rrivr·d thf' difTrrNltt'? 
~lr. F01.EY. Th.- Uf'W tri"ttty clrolt with th(• probh~m to tht· ~li!.-

fttrtion or both parti<'t'. .. 
)Jr. AsoaDS£..~. As a mau~r of ftc\, ~~~oiLS not du• dKa!SlOR or tl.•~" 

~npr .. ·na.- Court to tht" dfc<t la'ltrty :;ou had 10 ,;lw,,,. damag,., and '" 
lt .. applit"ation to orrlina~· l'ili~·n4., thry .,..tff' not •bit- to show clamaJ[t' 
t.>n.a-<;f lhrv •·f'~ t>Aitl m t\ollan.! 

'-lr . .... oLiv. In all th~ tlf'C'actoaaC'f thc- Court no onr h•~ h.-.•u •1\Q•·•"' 
.,..rr lh•n dollar for dollar. 

,.,,., .\:s-oau&s. That iA, for A_nwrte'l'n fitiun". 
~lr. FoLE\'. fi'orf'ign<'nl too. . 
~lr .• \XDRY.t;t:N. I am glntl \.0 tu-..r thnl we• ftl't' trt"'tllrtl on u J'Nlnty 
\Jr. !'c.'OTT, Th111 wcu~ lll'\\'A to rnn too. I diel not knuw tluu . 
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Mr lhLJ.. LI•L us assume• •e o'"' all or r.b.,. gold f.Koe minNi gold. Do you tl1iuk that w~uld 1,.. o dlllg•rout II! ."'IJ 
fat U tJH\ U.k>. Of f,'Oid in tJw "orld lit ~IICC'mt\df ln Ol~ltiol! 10 
iUJl 1 bf.lit•w•r In gold, but I tun \\Oudrnug how good it i8gou.s•:t;.J 
Wtl own it. ull. If 

Mr. AlotCOt.:X'l'JJAU. Jr il w~·rt•l t~ft. t.o u!c;, J ee•rt .. inly \\·ou)d QOl 
w bring that. COililitiou tlbout. Uut. I hnd mv~elf oo tJ~e btnf. .._ .. , 
dil(•mm1. Wt• 11re thl"' b.igg<-'flt. ~t~kholdt•r, aiul " 't "It' due tt • 
biAA,~r. And tht>tW• \'aMOI., (or,C' t)tll Ji(OVtnllbC'Ots, Wbe.nevtr 4 
PfOplt or tht• t.n•uury an• pt•ruuttNI to tp.!'&k, eiv• evtr; ~ 
that tlu-y a"' •till ··•rv m.uch iut<mt<d in gold. c.~~· 
time tJ~y grt an opportum17 tJa.,.y b~y eomt. That is 
Lnlt ln SOuab Amtnea. AU cau uy1s. for t.he ti.rne ~ 1 r 
do not lt"e any othtr tourw o~n lo ,,. if " fl ll'f' to coo~utet ~ p.-nt haais. 

~lr. 11.-.u .. As wr do n•ach t.La_t fJOim. • b .. re we 0 '4•n a.[l of t~a.e coW 
-ould it b. your position 1<> '"""' or """ hold back the p......, ;j 
gold ao wt>c would not reach d1" I)Oint. whcl"1.! this Oovtnun~ot •OIId 
own Ill the gold except newly mined gold? 

Mr. MOIIOENTIIAU, TJJe lrouble, C'ongroa:amau, i8 lhat the m.ialltt 
I, na&ert•tt'ry or tho Trea.aury, hoM badC, 80 to SJH'akJ ordi&erirn.itaw 
again8t. any piU'tieular country want-ing to sell us gold, or in &aJ' ,.

1 indieatt" that I have lost ooo.ficJ~nct~ in golfl, that rninut.e the world 1oe1t 
4:0nlid<'n~ in gold a.nd it. rnigbt vrry rapi(Uy df'pl't"eiat.e in Yai.Dt il 
th.- ~YH ofthoee govunmt":nta that want. to aequ:~ il.. 

Mr. R>L'- ~1 thousrbt was if wr do rooclo that point au._....,. 
tb• •olut of go! will depreciak'. · 

Anotb..r q"""tion, ~lr. Srer.tazy. You allow in ,._ ... _ 
rou havr pul<h.uod gold with tbclund I<> lhfiUDOUotol $3,9(10,(1(10,llll 
1>1 tou~W, that is t"i<:e lhr amount ol the lund. How do ,W I" that gold out of tb~ fund? 

Mr. M oRG£NTHAU. Jt clt>al"f tlu'OuJ.d• tJ1i~J fund. Would yoo Lh ... 4 lo bn,. tlw JUt't"hanics of it.? • 
~Jr. IIAI.I .. No. 1 Wlmt. just tilt' r(•~tuiL. 
~lr. Mono8NTHAU'. w~ put it in~ lhf' fun.j dOd thl'n clP(Lr it OUL Wt• US(• il IIIII ft I'!.WOh~ing fund, 
Mr. li.<L> •• I S<>o. l'b•t is •II. '!'honk you. 
~Jr. C'Of'nH-.,N. Mr. Whitt'. 
~t r. WtiiTE. I h.,.,. ~t a fc•\\' QUNttons J \\'Ould like to uk Lilt 

St"'C'rtta,.,., but I will dtff'r tbrn at chit timt to IN some ottbe otWt ~ntl~mtn inqui~. 
Mr. GAt.C. :\fr. Sf.t:rttan in <"'lM th.- autbori\v of tiM- P'rNilltll. 

IO tft,alut th~ rontf'nt of tf.~ dollar • ·• • nor P.X't~ndtd to him. ttOIW 
that maw-n.n., t.frf'('t th" ~tabil.iuttou fund or d u• optralion ol tilt ~••biliurion fUnd? 

~fr, ~IORGE.NTJL\l'. Jt '«o'OUJtl 001 U("('!t'fiMrily, 
:\fr. O.u~.:. The• two~~H·n. or1• not inN•paribly hound together. ~t r. ~fORo.:sl'HAU .• ~o: ther an· not • 

• ~lr, lf.u.1.. WhiiC' ihe <"lutirintm itt out 1 wanl 10 Lb~tuk you, ~tr. S\"('tf'~lll')\ for rorning bt.•fon• us \\ill• I he• China aituation. I tbmk 
tlutt IJ " ISPit'ndid Attitude> ~tud is lht> ~l>it·it of c:ooperation ., .. ,. Dl't-d IO<l•y. . 

~fr, ~IOKOF.~'TtiAl", I haY(' gi\'Nt nu• \\Onl aud il is tht" onJy thiAg: 1 h•vf' thAt ~ \\'Orth an,·thing. · ' 
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),tr. $(:on'. Mr. Sec:rewry. jUit. ~o f'f'lli,cbten tnt, is i&. ool 1 N""""'l 

w_awot that. a lurt.lw-r devaluatAon or thf. dollar •-oukJ oproret ..... 
tiA &ant.o re:pudiat~n of the Govemmt"'U.'I tDOnflary ohliphon..• ora 1 can rut.. it an~\h~r ~y, would i .. not amount IO a rontiJriU~r~ 

' umto o such clam" agam.st the Oovf'n,mtnt? 
~tr. M oaoENTllAU. ,Now, iJ you do ooL mind, I •·oulcl rail tbal 1, 
lrrtl <IUi'llion and I Will hl'lyc ~ la•~er answt•r tJHtt, • 
~(r. S<;on. l havo uo O~JOOi lon,,a,r. I am uot uk.ing il in It ~~;pirh 

ef efi1icilun but radwr for mformatlon, of tOUrw., 
Mr. foL.n. Wt bavt~ argued that probltm bdort th~ Sutn\·:n~ 

KXTtil~MION 01' 8TABILIZA'1'10S rUSH 

()ootl. I . ' -- h" 
Mr. ScenT· am lt)'l!'f{ t.o ~-tomel i.IJI and • -ould app~tf" 

i.f you •roukl a.nswrr Mfl 111 lbat ..-nL 

}.tr. FoLEY. I am !'OL lute I ,und!n~d your. que~tion. rr I do, 
1 IJC'Ilicl'(' t.be an~v.•e.r a11: The obhgauon &I to p-.y m tloUar., 1nd t\'tm 
u thr gold content. ls rocluccd, payn:t.CJ\1 in dolla1'8 will NHlllitutt a 
r.~l dltah•rge. I do nOL think th&t., is • ft'I)Udiat.ion of llu~ obliJ(ation. 

Mr. SooTr. To the txlent. lO which the gold content of tbt' dollar 
il ftd\H!!t"d, .,.,.ouJd not. that operate as a Nnfi~eation to the llmt' f'.Xtfnt 
Ill tlaimo apins4 the Oov•mmwtf • 

Mr. Four. I abould no" think 10, W; b«ause tiM- oblipdon ill 
oae to pay in dollart, and it isttill a dollar ._,hit-h il paid tVt'n though 
tht KOhl content m.ay have ~n reduced. It is &till a dollar. 

Mr. ANDRt~unt. \VUI you permit a aut4(1'tlion tberef 
Mr. S«rrr. Y ... 
Ml'. Al'ooaa.es. In the ~ or the 'Pi•ilit-J)iur lslandi, • •lwn t he 

original denJuation took place, didn't you JH''{'h"m, or w•'r(•n't tlw~ 
..,tboriz.ed to .-iv•, tb• profit&, .....-alloo o tho gold thry hoodf 

~lr. BeLL I think it wu authoriud, but it has no\. bf.tn .,.id. 
'Mwtt trU an autJtOriution. 

Mr. A.'fOR.ESEN. h. ie held, and •·e ~iu,tbty are enlitlf.d to 
rruive it. 

Mr. fi'OLt;Y. The authori1.ation il th~rf, but. I undentand tluo 
IPilrOI)rialion bas noc. been made. 

Mr. BELL. Congrt.Wt reCused to mak6 Afl.Y appropriation. 'rhcy 
did •uthorize iL. 

~fr. AlfoRJIMP. now about-in ... th.&1~ ol the. P.An.&Dll Repub:Uc-
tboy .. .,.. oetu..Uy peid lho clilf...-.nu, were thty not! 

~lr. FOLET. That. wu dealt with in a new \rei.LJ. 
~lr. ASDR,J:.81!:N, A.nd th~y received the di.ff'tftllCef 
~lr , f"oL&Y. The new lrtaty dealt. with the problem to t.bt .-elf.. 

fftctiou of bolb pa.rtiftl. 
~tr. ANoRt:&t:~. A• a mau.er or fa.c.t., wu not Lhe decision of llH~ 

~ur,rNoe Court. to the (•ffeet largely you luul Lo show da.mJ«P, and in 
Itt •pplication to ordina.r.y eitl:ums, they "'~re oot.able to abo•• danta~e 
btc-au~t they ··~re oaid m dollars? 

ltr. Fot.~:T. In aU thedec:i!ionsoftbeCourt noon,. bat bfr.lo.n aUowHI 
-.than dollar for dollar. 

~lr. A.."'DR&IJE:.'If. ~t i~ for Ameoriesn titiRDL 
~lr . Fot..&r. Foreignent \.00. • 

~lr. AxoRE8£N. 1 am glAd t.o h._..ar that. w t a.m treatt."tl on • panty· 
~1r. Sc.'01T. That. wu nt!WB to me too, I did not know that. 
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!6 ~XT"N8IOS Or I!TABILIUTIO!< rtJN1> 

Mr. BALL. ln olhm wotdol b7. lowerhw the -lenl of •:.=: the dollu we un oonlrollhe 0""1!0 .. wtll .. llle cloia.ciO . II 
10 far u ~ymtnu are conctrnt•dt 

Mr. Fou<. The eontncl. romaine the -·· lllo ..... . doll..._ poy., 
Mr. BALL. Do the muo.l foreign oontraeta..._il 7011 moy..n ,..._ 

that. eoll lor J>lymcn~ or gold or cl?llarof What 1 ha•e In-~ 
lhia: H il would call lor J!"Y~ent. tn 10ld they ha•e a ~ 
advantage over the domeetic aat.uat1on, ha•e they not, lf'" 11o ~ 
the conttnlf 

Mr. FoLU. Well-
:\1r. HAU... Ia .JOUr aDIWer 11.Jt!lf" 
Mr. t'oLn. N'o. I wu_going t.o molre an oaplan.llon. '1\eloictt 

.-lution of ConiJMII whi!:b \&tea I>~· ~ sora pi• - lo ... "" lo the roreign 1lt.uation u weU u tbe domestic eit.ua&.ior1. 
Mr. a •••. I know. But before WO lowerod lbe eonteot ., Ill• 

dollar we mual bavo bed oomo foreign og.....,.ento. did we 1101! Now 
•• oould nol eh•lli• thoee by an aet or eo-. ' 

Mr. Fotu. Oh, yH. 
Mr. a ..... In olber worda, if o oont10tt eo.1lo for P"1D*d it pld 

we c:on by on oet of Co- ehonp tbol foreip ..,_....,,Ute) poy 
in dollara? 

Mr. FoL&Y. v ... 
Mr. a•••· Bu the Court upheld tbotf 
Mr. FoLEY. Yce. 
Mr. &O'M'. My thought, Mr. Soerctary, wu 

nize Cully lhta particular ac&. doee nol1 g0 t.bat 
~ble if tbe power to dno.lue tbe dOllar 
to de•·o.lue it wilhoutlimitaUoo- lbotln it.aell 
of tbe publie debt; if it ,....., deY&loed down 
if it. were devaluC!d down 90 that tbue w-u 
doUar, thal. in it.telf "'ould amount t.o & 

Mr. MortOCNTtiAO. The reason 1 
wo have had 10 many CMM bo£oru t.hc SuJpro,meCourt 
oay anything llcaiiOmolitigan~ migM UOO> Aj!QlD" 
nund I woufd like tO refer t.o my lawyQr. do not. wanL CO brinl 
up what 1 uy bere and sue us apln. 

Mr. Scorr. Your lowyen know more abou~ it tbon I do. 
Mr. MoaOL.'IT'MAU. You and l al"e in the same boe&.-if I m11 put 

m_ne.lf in your boeL 
'Mr. Scorr. I would be Vf!J"! happy to be in youn. 
Mr. ~OROt.1N1'ttAu. Mr. Foley, whftt About tbat. quaetiont . 
Mr. Fot•Y. I do not ~hink it would be a repudiation of tho pubbt 

deb•. 
Mr. &o.:. Wot~ld you mind tolling me why you do nol think 10. 

h teems qwte obvaottt, to me. 
~!r. FoL&T. h II *" obligation to ~1 dollora, ul oaicl bel.,.,~ 

I think tbo~ obligation II complied Wltb when tbe poymen~ II~ m 
doU... even thousb tho gold oonl<!nl il not the eome al lhe !
payment is mach~ u iL wu at IJto time the oontraet. ..,., tmwed mto. 
Congrruco b .. oomplcte power over money and if C<mr- cb.-sto 
ohange tho f!<)ld eon toni or cb ..... to give tbe Pmident that""""'· 
why. 1 clo noL think it constitute• a repudiation • 

• 
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IOXTC~tiOM or llbBll.lllo\TtOM 11VND l7 

Mr ScotT· AL lhat lime, dol,laro, howt•or, would aot bo boUod 
· ..,W ;r W. power nra carriec1 out LO ilo run... ~ ULODI, 
~ pcnrer LO d<wal .. lho cold coa""'i of t.Jw. dollar. 'l'bm oh-riouoty 
lbO doUor "ould noL bo bookocl by gold; thai lo true, 1o it ,.. T 

Mr ··o•""· I do not think il io -lily ltu<l. I o.hlnk it would 
be ba~kocl by ~ld oven thoui!b iho ooolenl of g<>ld bu boon rodunecl. 

1 tlunk 11 iJ •<•II backed by gold. 
Mr A><••'"'•"· Do ~· oWl have tho oamo dollu il you jul\ bovo 

1 ~'"in of !tOld in itf Tbo loel ol,iho 110ld bu ootlililg to do with 
u.. dollor beea- yoll mallo ""1 kind of uullu logal t.eQdor in 1'0.1'· 
-t of .U iho obliptiona of tho counl.ly according LO lho law puotd 

bf~~. I think ihol io "" obounlllitualloo beea- \bora io 0 

Boor ~d \here is • eelliog in the Pf'M,enl- law. You cannot 10 below 
10 JH!roellL and caonoL go above 60 paroent. 

Mr. AzrcnREat:N. I moan 10 far u gold being liOO into t.he dollar wo 
,... for 1•.-1 ourron<y. ll bcare very little rolaliooobip. For lbe 
J>UfPClO!! or bookkeeping you oav ib ........ on many gnlnt of gold in 
U.. dollar aod ihal IP•• you !be dollu value of lheg<>ld you bon. 
()vuido of thai .... .,.. ~ ._t!J' lil .. r wtilicatoo uowid bora. of 
,..,.. in doilu billo. Tb&tlo alllho eo__., - Aod 11..1 
110 on'IJ lilver ••rlilicatoa and bo.,. ooihmg 10 do .. ;lob ~ld. So 
thai I maint.ain thia: That ao far u gold io eoncornod it hu very 
little relationship, if any, t.o the dollar we UN in th& naturtl tourae 
of businot~~. 

Mr. IVUITO (of Idaho). Would not tbo logtl l<nder lotturo bo the 
con110lling laciOr in tho dol\arf 

Mr. Fo•n. I ihink lbal is right. 
Mr. S..~m<o,.,.. On peg• 8, iho fourih line, you aay: 
Nobody C11D •.?' wba\ k~d ot lnWon:~atioul ~1 will t'tDiti'Jtfro. ll* war. 

or ~urae. I pretume W tl &re all in a.ocord wilh that. 11. .. juiL a lot 
or KUl"Ming if you do mako any attempt. to analyte. it.. Bul 1 have 
thit in mind. Lot ua aay Europo wound up aU German or all Ruuia.n. 
TluJy tt-t. up t.helr OWl\ coooomy AJ\d act up their own ft\01\Cl.Ary 

IJI\c'm. Oursgooa righl out.lhe window, And u • euatomr.r o( ourt 
lh•y would bo a lOW ION. 

Mr. MoaooTHAU. M you said in your Mer mnarb, it. would 
be • 1UfM. There it, no MOI"tt rft800 to bf'Jie,·e our mo.oelaJ1 ~&.er.n 
would go out the window thaD the system lha~ they seL up inip\. go 
out. lbe window, 

Mr. SAVTROPP. ExcCpt. 8.8 to foreign trade-, that. hu ~n our beat. 
C\ISklmcr. • 

Mr. MOROE:-;TnAu. Whan peace dNCend• on this world UDder 
•·l••t. ooodiUona A..N) wo goi~ to do buaine. wilh tbote ~untrice? 
Wtll, I juat do DOL know. I do DOL r·•W>d 10 know. 

Mr. SAVToon . Wtll, 10metimea wondtr, ~tr. Srut-tary, if •·e 
do not pay too high • price for tbat buti.

Mr. Moaom-S'THAU. Tha.L mi£bt. be trUe. 
Mr. SAUTBorr. Tba\ ill aU, Ktr. Chainnt.n. . . , . 
Mr. WurTz. On the Chlneeo situation, Mr. Sec.retary, m ata.bilt.Jllll 

tha ti.Jrrcney or China tbcro is .. ooo.Riot. Mitting bo&.w(\00 the H\t.o~t.'lt 
or the Japanese rulo or n.oeUue and tho Chinen reglme a& t.o wb.at. k1nd 
or mon"y et.n he. u.edt 
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Mr. MooOIU<'I'IIAU. Oh,y& 
Mr. WnJTa. And lb6 J•..-•- arou,inc 1.0 ""- lhoir l.deral .....,.~, oyat.em on lbo Chin- 10 te&Ue lil•er ,_ 0:~ 10 oritbd .... "aod -'"" tht eimllalloo a~-.,. Mr MoKO<NTIIAU. Tho NaloiOD.oJ Government ol Chiaa will capiu;l at Chuncl!ing have lhtir own~ llld it ia !loa&~ which we .,.. trymg LO b .. p lbem 10 atabilue. Now, it;, ..rf-' LrUo lh"" tlu• JaJ""'.,.. in lho eonquc..d t.cniLOry b&'"IOI up~ I(Ovrnomenll and are I.I'Yin( 10 8IAbllob &bar ~· 811< rt • u•• National Governmont Wllh lbe 'eapil&l at Cboncko,. !!lido • ,..cognize. IL io Uoeir Central Bank •• ...., 1.rJiDc 1o 11o1p io:.: ttabiliaatiotl of &heir ettrrtDC')'. 
Mr. WmTa. In other wordt, il I road. t,h• P""" reports rip' ..,tl lhe itouee wheu they blodwlod lhat Bnliob aoUlemmt o1 ~loot waolh•y "'""""' lbe Britiob 10 o.cooclo LO leL lbo Chin- UIOI"'*"' uurrt'11CY7 Tbat. wu one of the rcuoD.J for t.he bloc.kade, ._,,..U Mr. MoaoL"M'HAtJ. I cannot &n.IW'er that.. 1 do DO&. Jmow • ~fr. WHIT E;, In otJu•r word•, if the Japaocwe are euoooe.ful u......, country would Lh•n be taken lor a '- in otahil.izinc lbo cu._, tl China. 
Mr. :Morto&:NTHAU. Tha~ might be eo. Mr. WruT•. I want lou& a lew morequoaloiool, but I will,....., anybody .-l.e wbo delirelto uk que~tion.. Mr. \VoRI.£Y. Mr. s~'Cretary. you may b.avo &DIWered Ulilq-belore. Suppoeo this power were not exla>ded, briej!y, wl!M, io row opinion, would be tbo reoulllf M.r. ~oRO£:o-,.ltAU. You are talking about. the deva.luatioo cl'-dollarf 
Mr. Wotu.tlY. Ye8. 
Mr. MollOE:STMAU. Or l.be at.abilizat.ion fund! :\lr. Woaa.ET. Th• 11tabilint~n fund and the devaluation. of lhe dollar both. f Mr. Moaoa .... KAO. I 1~1 ~bout both ol them In lbo ...... r. UndH" c:onditionA u they are LOday t.berc ia no1. very much uee. for them on a day·to-day buit.. ln lhe c:uo of t.he stabiliuLioo fuel, • I saad, earlier- \bit morning, it is that rMuve power whieb we Hn which I lx._Jiove. it ono of t-Lc faelof'8 wbi~b maktoe it poMibJe far • W c:a.rry a public drbt. at an ••rnp rate of 2..S ~t.. I think ...... . vuy important.. I do no~ say it would happen, but il Cougmo .... uld tak(l.. thOI!Je various emergl)ncy powe:r11 away from lhe Prelide•H, llldl u lbt- tt.abilitation fund, I lhink tht'l"e ia a fair cha.noe. that we 1rrotW havo LO P•Y more lor money booa\1$0 I ahould find u>yot'll in lbo pooitioJl that lhe owner& of the money, the peo·pl6 wbo own &he...,. wou1d, t10 to IJX"Ik "bave mf'," Mr. WoHLer. You would ju . .o;t. have to pay mora int.em~t .. Mr. MoaO&.."i'fHA O. Yes; J think th& Nte would go up. ThAt •Ja& my belief. 

. . Ao LO. lbo right to devalue tbo dollar I do not ..., ••1 ~ ""' lor 11.. On the olh"' band il and when lhil lilrllli"l' IIO)'"o 111 tc.rtmble for trado, it. je a weapon wbic.b the President bll m _._ne which b~ migb~ ""'· Bu~ the gtUI<o~ use lor il, I b& ....... !' ..,!"', • tho lae~ tho~ he bas had it. It ;. like the fire!..'!:"~! man tn a town whe.ra there i.s a aood fir& engine and • KV""' .,._.. de)>lrlmtnl is going to h..; ~a,., 0 lOng lime before be aell fire 10-
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bod 'a p1-, beta""" be kno..,, fin I be mar 1!•>' uugbL and """"'d 
...:. is pes ~p~IUO lA> p~t it OUI.. Th~L ~ tbe way I l..t on o.u,; 
....., dpiluauon. Tha l'n!oidenL hu hod .'t 11- 1034; he bu..,..,. 
:;;;i il· be bas DP., Lbrealened lA> """ u. But l&ltolhtt pnlic~ 
power h 1ou w&nt t.O u.ll it that., away from him, this 1Nfhe thw 

ire •"• and .omftbody tn~ be, lompted to light a fire. And ~beo 
.,. b&vfl oot. ao&. it., a.nd by . o. time •:a 001)\f\ ~o ~ t.o eel it, 
i& .a1 be lOO latb beeaute . • one 1!-lualion 1~ wb}(h 10u have to 

,..,. ond mo•• ful.. That • m1 bolief. I LbiU " ;, mudt .,.,.. 
Uoporten1. t.o let. him continue t.o have it1 he. hning d.emonatnted, t.hat 
ht et.n hand!e the tru.t~, _than t4 t~a an unn~Mit.ry rilk: and l&ke it. 
•••!_from. ham. J do no&. &ee what. ll to be ptnM olher than upoainc 
&M Nation LO ~lo a U&ck. Ootw that antwtT yout qllNiiont 

Mr. WooLn. v., w.U. . . . 
If W. iJ good u a lfmporary pro-boo whtth admitledl1 iL bu 

b«o why would iL not also he~ u a pormonenl propoeilionf 

ID oihnr word•J instead of axt..cndma it. for 2 y~ars why not. ii•e that 

po..., pormanent.lyf 
Mr. M ooOJUiTIU o. I think it ia p«foet.ly boalllly and normal and 

&00'! d..,_ for me lA> oomo up b• and lor1oo10 han me....,...... 
Mr. w •• ~ ... Yo. laan ·-Lbimplo do,· do,.. LOt! 

Mr. MonOB.NTR.AU. True. But. I am "elY a'ad LObe here, to ba-t~ 

you gentlemen aek lhuo quoe:tiona and ha.ve tha Congrt111 oont&der it.. 
II is a vert im~~ ll'ult LbaL Congreos bu Ci•en tG t.be l'reaidenl 

ud I think it • dt!IDO<li'OC1 woricing u ita holt lA> onme up b..., and 

.. n rneu \be Presideft\'a agent make a repon. oo lhil Vfr! impor1.&.Dt 

tnJSL 10 you poople. I am •ory glad tG do i~ 
Mr. Wmt•. Mr. SoeroL&ry - -
Mr. ANDREI&N. May I make one oberrvatlon with reforMoo to the 

Q.ina tranaa.c:t.ioo f 
Mr. W KrTC. I yield to tho goeoUemen from Min,_ta. 

( Mr. AlfDaau. Thank you very much. 
I have obo!crved during lhclMt 3 or 4 yearo thai we have eold h.,., 

in lhis country or pa.nnit.t.od t-he aclliog of a larKtl amount of munition• 
and raw mat.eri&lt for munitions l.o JaP.an1 l''"~ -·e hA~e p\ll't'h.Ait'ld 
""" them betw..,n lour and 6ve bUD<IlOCI million dollaro worth of 

pl:d, and •e are still coot.inui~ the pT'ICti<:aO( ~tHing raw war mate

riaiL Loot 7.ear olono we oold •54 000.000 worth ol guoline and 
lubricating 01ls and a. greM deal of ifni!lhed 1teel and ma.chine &oola. 
And ncarl'y every~ing t.her, buy from us is eomet..bing thall ~ int.o 
wv macuialJ.. Now, we MI. liiendlt to China. You a..m trying_ to 

Wp China, and we want. you to do i~ We wa.nt. China LO win. But 

whr in the niJJle of Ood thoutd we con\fnue to eend war materials 

to Japan who ie..-unfri~ndly &o ue &.nd with wbom we are going \0 have 
trouble 110mt.. dl\y? 

Mr. MoROIONTHAU. I thi.nk you •~ going LO ha.ve to uk the St&~ 
Depanment. to answu that. que~tion. 

Mr. AHoaau. I ea.o.oot. undentand why we are aiding thoeo ,who 

are ee.t. U.f. to be our enemies, and the ~pie ca.nnoc. uodersL&nd 1t.. 
Mr. \\' rt1"rs. We are not. at. war witb Cliin1. 
Mr. AHOKr.eEK. 1 know. But. we may go LO war with Japl\n, 

lle~ the L&lk is Lbet Japan is alllod 10 tho A.xit Powera. So lar u 
!"".lerjal aid &Oi"l! 10 Cbio&. look a~ lbe OS'poiU to China. They are 

iooignilieant comp..n,d 10 what is ~tot 10 Japall. 
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20 KXTESSION OF 8TADIL12'--A'Il0.X IU."f'D 
Mr. "'"""· On top ot 1hal we bove already l'l'p .. led lbo N"""'" Ael. . 1 Mr. A:-ooHF".Il!N. Y('lj but tJu:re lA no reuon wby we .... ~ gold from Oermany, Jape.n, or Jt&ly, or any othn count --:-1 u:ring to oon<lut•r t}:te world, or http t.hum ~o arly way. A::J' ~~ thm$C w(! ean do, 1! we want. to help China, • to atop tead.i-materials to Japt.n. 

--&f'IW I IUJk IHUIIlimo~ Wn8Cnt that. tba commiu.er uk IOOJe ttltal .... r lh• Federal K""':"elloa~ "? appHr b<ll~re theoom.miu..,0. w, 0 t~akn proftlJ1'- ildiOil on th1s 1f we An goanJ:t t.o get. 1t.lhro~ ill= and ba•e u. CIOn!idered in time. I would like to l't'IQUt.llt Mr: ~ num, tiHll. we continue tbMC lar~'riniCB and invite u our ~' 'witrw. 110me mtomi.H'r of the Federal Reeerve boiU'd of gttvtmOrw Mr. ScoTr. I would likc1 to join in that. requC!St., ' Mr. CotHRAN. Tb~ Chair puta t!Je Wlanimous oon.rat. rtqUM. ~tr. lluNTY.R. t objf'itl, Mr. Cluunnan. Mr. W II ITt:. I UJH t•rstand in this connection lbe IU~taf bt'arinJ-'1 ·~ no\ to br e'\:~uth•e but.. they will M opM htan,.. 11 that all rigloL? 
• .~lr. ,b-vMESE"· I ha,·~ no ob;ecticu~ t.o tba~, just.v.·hntrverlhetOCn· nut~ wanlt lO do. Tins moetmg tlus morntn.f[ could ha'"e ben, u optn h4'11rinJl just u wttl u not.. ~tr. WHJTY.. J thjnk i£ we~ nrc going to put. tbis billLhroua;h Gil lit Uoor or tbl• llou!lf tht morC'I information we can ba•e a1"1iltble for tlNt Membrrs lll C' beUr>r otT w~ nrc. Mt. Co<'lfRAN. Everything aaid htre this morning will be in 1M n"'r''nl of the ht'ftrin~tt \\'hith will be l)rinted imme.liatdy t.t('(!pt wbtt th(' ~·•·etnry tl!iked to tnke out. 1 he bearings will be pranutd lilt lht ~rttary for re,·;,ion. 

~Jr. Asout:st:N. ~I•· · C lutinuan, J undCI"llland the gentltmanobjecu. anti th4"reCore I 1110'~ tha_&, the wm:mit~ in•ite 1 member of the Board of Go~'l"mo~ \\hO i~ f,lmiliar "'iLh •his nffair to oppl"fU' before tile.\\ t"'rnrmttee. 
V'J (WlttrNtJ)()n a \'Ott' was ta,ken, and the motion c;~rrietl.) Ml'. WUI'I't!. ~Jr. Set:relary there an many t.hings I could ad: • tlte plan tmbodif.t:l in the l~sltttion. but. I IJ:&ink it. is weuy • ·ell gone iuto in our lfl~<t. he,~u·ing. Now, [ am only goit:l.g 1.0 Uk a "tr! britt f1U~tion or t•"'O. Coming LO tJu~ proposition of the {t:t'ntlem~~ 1.,~tmru~Mt.ft 118 tO the Mlvorllagc of diabuniog the preeeot atabiliZltiOI lund. in a<h•ertin~: to vour atate.ment. found on paga 8 it sayt ... F_. nomt<' YOarfftre, ""well as military warlerc, is now being w~ ~all t i!le!i or WJ." And on pt~ge 7 you My "Our atabilizatto.n lund . • * pot_~~~ •·~aoon of dtrenst" in our internntionftJ ccononue rtl~t•on•· Tlusatc hanlly the time to •bandon the machinery of eontrol•h~fl ha."'~ built up 10 pro1ect 1he dollar ftrHI the Ameriettn aoonom.r •. t• 1f 1lus fun•l wahl diJJbu~l and dissipated in paying: tumnl exptnd&baftt then you •ould b. lth without. th111 weaponf ~1r. Moi!Gt!X1'fiAU. Yes. ~fr: w .UITE. Ancl the other na-tions, partieulari.J: F.ngiJ.!'Id bu. Alllhil&ta.IIOil (unrl that is Oper8liog, Md we Hfted this fund IR, ~~fl to ofrset. tl1eir manipulations and to work along with the ttabibzaUID funcls of other nations. 

· ~f.r .. Moum:.NT»Au. II you don'&. mind, Co~, J did IOl put u JUS\ that •·ay. The way I put. it. wu this. For dAy to d•1'* 
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F.XT&~810N (HI' I:JTAOILI7.ATION FUND 21 
..,Jot 1 do not think we have mueh need for it. Bu• u I pointod out 
..,r,. :. tb< monU"i I do fe<l tho.•. the otabUiwtion fund and otborof 
.....,.. _..-e powen tii.IL tba ~~ bu do make me iOO.p.odeut 
~the money markt!\M. 10 1 am .noL at. tho mt:re]' of lhe people who 

trol the money markell or this ooun~ •. A~d they know h.. And 
""'1 u 1000 u you t.ako th•t away I feel I m1gl" be plaC<ld at their 
l~l'fY I Ufi Lhrre is an cxcdlc.nl. e.banec\ l would have to pay n gre"l tiMI 
~ inkreiL for t ltc mono,Y wluch 1 borrow. 

Mr WuJTL You have m th~ tt.abiliution lund similar n!llt'I"\'H to 
lbolt·or othtr corporalionlf You have a ''NY la..rge Miel'\c 1.0 draw 
• 1.n ~ of em~11 

Mr MOKO!L'I(TIUV. Wtll~ I bave 11 ,800,000,000. 
~.,: WHITE. And you reel iL is .necMU.ty to maintain it and dl&L h. 

j, to thu adv&nt.agc ol tho, Ar.nencan people and to the Oov('rnmt:n'
lO )ll\'CJfUCh a I"Cfi(I..TVO &faiJable? . 

Mr Monor.NTUAU. I do, vary 8lnt'lCIJ'(Ily. 

~1r: WniTE. Thoro it one more qucetion I am intucaWd in. In the 
purtbl&t'\ of gold we have a pretty well rogula100 machinery tor 1h~ 
aoquioition ol gold by having the gold W.w over by tlte Federal 
R....,.e Baoking Syatem aod turned ovor to tb Go•·emmen~ And 
~~ io a plan tbat baa been in • .,. .. lion in atquirilli the c-t d..J of 
col<l w• bave of foreign gold. 

Mr. MoROE.NTDA u. Y tt. 
Mr. WHITE. Why do we find it. nool'ililltlry to ulk! and what A<lvan· 

lflgi! down hAVC in UiJ.intc tho etabilinliOil fund (or tlHH• pHr))Oil' Wh<'U 

• r llfr(•tuly btwe the nHM!hinery of tJu• t;•OOcml I{C'8t'rve? 
1'1!!• question wat: We luwe a pl't"t.t..y wrll·f\•gulatt"(l mAChine or 
~· lor uquiring foN'il(fl gold tbrough tb• Fooei'al R_.vo Banking 
!\nttm tlaat is aequiring a Jarge amounL oltbe gold, and h hu bfc.n 
bOc:ht thmudl lht' Ol)f'ftllon of t11at pl.an ; l4 that right? 

~lr. lh:J.L, "Y fl.. 

( 
~lr. WHITE. Now, then.~ we have bet>n U:!!ing the stabitiJ•Uion hmd 

(or ll1e samt.• purpose. \Vluu .. ndvnntAj:e do wo obtain from tlu' U.k 
Clr llu• atabiliz~~Oii funtl instead or loLlmK_ h"'itl go Lluous.th it~ 1'('1-(Uiar 
t llannd.!! au.:c}umng at tlu"(mgh the Fod('rfll ltc~l"r''C and through llu1t 
Lral~rt.,.ing title to lht\ Treasury. 
~tr. 6£J..L. Many Li.moa it.iA advan~(ll()ltll to keep tbe&c trau~t.ions 

~t. and that ean be done through tJu~ at.abiliution lund, •bf!rea 
u tanno\. very ••tll be don~ tluotJB:b the n"g\\lar TrtUury c-hannt'b. 
Tbty •ould 800'111• up immediately m lhe Tteuury figuut; ,.~htrtU in 
tl1r •tabiliution lund they do noL show up • 

. \t r. WHITE, T hen we m"y have in our ownenhip and J>OMCNion 
l~t.'lt•.HtUIU1liLics of gold Lh&t nobody kuow11 anything about NCC('I)I, t he 
Triw•ury oflicial!l? 

Sir. )IOttOEXTHA U. Well, Lhe\' are limitt'(l to a rcvoh•inlt lund of 
$200,000.000. They ean never buy mom tl1an $200.000,000. 

~lr. War?E. Tbrre is \he dement ol stc:r«J'. Who d it kept 
lltntt lrom, e,·eryboc.ty exeept. the Trtuury officials? 

Mr. BELL. Operaton and speculatol"'. It is quite an ad,·anta~ 
tomctimes. But. geoeraUy speaking our regular machinery in tfir 
T'rriiii.Ury is lO take e&ro O£ aituation.& of thftt.tort. 

Mr. WIIITE. Thou the ad\•anlagc or u&ing the lltahiHzlltion fun<J ':0 
&Ntuira gold which ia brought into this country is more orlCIII t.hat. 1L itt 
~N't a.ud is not. publie olbe,...·ise it. could just. u wtll be ho.ndlt<d by 
tlot f'ed<ral R.,..rvet 
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T.W........,..,...r~········ ............ ·······- ···· t.• '"-• 1 ...... . 

Mr. CocuRAH. Mr. S..Z..liU')', Lhe c:ommitt«' gnoaLiy 1pp«<i11U'" 
your k.induMS, and you ha,·e btotD a lot. of assistance. 

~1r. WHITL I wan\. to preal'nL a unanimou.&-eODW'D\ rtqurtt to 
txlt'nd my f't'mark• in the bt~arinJ-

(Whm:-"t!_POn the oommitl.OO adjourned to meet pursuant to tllt' rill 
of Ac:lin.g Chainn1n Cochran on May 13, 1941, at 10 a. m.) 
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&XTBNSION OF STABIU.ZATIO.N FUND AND POWEllS, rro. 

'l'V•raa:w, K&Y '' ,,., 

ColPIIl'1'·u ow Coor.&.o.a, W&aGJITI.., ••o Muaoaa, 
B ouaa or a . ...... 'n'ATIVUt_ 

Wolo\;..11!.,., D. C. 
Tit• commit~ mot at 10 L m., Hon. John J, Cochran (oellnr 

d11irrntn ) presad•f!g. 
Mr. Coon~t~<N. Tiae oommittfre wiU oome to order. In pursua.noe 

ollhf motion odGpiA!d aL l.be .... m .. Linc. I invited Mr. Eooleo to 
~btl.,.. l.be oommi~ Mr. Eodoo dOC'linod the invi<alion aod 
tOld tbat be hod DO di'Oire t.o appou or t.o wod anyooe hero. 

Mr. Alfl>&la&li. Mr. ChainDiln. oil« JOO talked with Mr. Eeo1oa 
1 abo hod lhe privilfCo oft.-kina wilh bam in roprd to the in•itation. 
The motion that. w .. macJo here-and t.dopt.ed 'W'U a.n in"Yitatioo. and 
no~ a demand or requt'lt.. Mr. Ecclee aa.td lf••" he had no dilpoeition 
to IJ>pear simply on an invitation from the (l()mmittee. Howcv~r, he 
lndietttd that if ho wtre 11pedfieally requoaLed to apptar tbat bC'I would 
t'OMPI! with tb\\ reque.t.. 

Mr. CocuuM. WeJl. any Oovemm~t. official will do thal~ 
Mr. A.."CDUS&."f. J do nol. know whdbff' &htJ will or DO\.. But. let. 

me conclude \his tta~mebt.. Now, i.n Yiew o( tho fact &hat.. Mr. 
E«l<t IUld lhe· •ntire Fodenl R_,.•• llo<ard, the ~~~<mbtn of the 

C Fed•ral Reoern Advilaory Committee and all of tho hijfb ranking 
offictr& of the FederaJ LW.Crve Syettm, have for the firat time in the 
biak>ry or our oount.ry or•io tb.e history of tJ1e Federal Reterva Srt~rn 
mtde a apeci6c reoomme.odat.ion to CongrtM on oort.&io lf!KUdattoo, it. 
lf'tmt to me that. our oon:un_it.tee lbould have the benefit. of t.btir 
cooduions, particu~ with reJeroo.ee &o the repeal of 1he powtrS 
oow • ettod in lha don~ 10 devalue tba dollar. And in ord..- <o 
&K \be mauer before lbe oonunitU6 and \0 pul lhe inrit.ation to Mr. 
Ectlet in •ucla form eo lbe~ be will appear before our tommiltoe, 1 
move thaL Mr. EeclN, the Chairman of the Federal Rwr-ve Board) 
be apeei.6eally reque.t.ed to appee.r be.roro the committee and give 
Leltlrnony on El. R. 4MO just. ae eoon u bo can. 

( 

Mr. GALS. I aeoond .t.h~ .motion. 
Mr. CocauaAM. No tpociflo reoomm•ndoo.ion hu come to Conr.-
~ llmow or, i.o rtffll't!I}Ce to \his mat.t.«. There •u eonte apr• 
Mo of eome kind in a buUet.in. 

Mr. A.'fDU&L"'I', No ; oo. There wu a apec:ifie rec:ommeodation 
lrom the F ed..-.1 ~·• Board. • 

Mr. CocllRAK, Wb .. e djd il goT 
Mr. AHDU&&N. IL came t.o l.be Coogr.... h went to lhe SJ)Wt•r 

and t.o t.be Vice Pretidan\. I b:elieve. 
Mr. CocHRAN. Whent ' 
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Mr. Al'fou:a.c:w. ln Janu...,. Mr. COCIIHAN. Tha~ wu publiahod in ~. Jan....,. ..... of Fodtral R_,e BuUetin, wu i~ no~T ~ wm - _.., ~ftrt·noe to it. That wu not a iipec_ifie recommendation~ In to lho Cong...... H•re you art .,.,..l.iog a oituatioo ...... -ukinc a ....., speei6eally to oomo bolol'O UU. ooouni- wlao ,C "' d .. iro to oomc1 bu~ out or ,..pee~ to the Clone- or lito U.:: Stata, il OJ>Ktf.,ally requ,.k<l, be will eom•. He boa "lli-..J h.imtelf u having no desire to come lu~rc. Mr. A~<n•••••· U lhclr rooomJll<tl~ moan -~ """""• we obould have the bonefi~ ol ~cir knowloclfo. Nn ,lArA Ec:cllll did not hllltitote to appelll' b<lore the Wa.,.. anti M-C..:: milCH in oppcoition to the recomm•ndations mOdo by tho l'lwi.I.O throull't Mr. Morg<"nthau on tho t.Al< queal.ion. Re apPfOIOd u..,! and v~g<>roWIIy lougbt the ...,.,mmondationa made, by lito ........,, and ~wy Mo~thau. 
Mr. CocHBAH. I do oo~ thinlc your motion obould be....,... 10 briDe a man before the oommittoe who bu no deoire 10 ...,., ,.,. illaboolulfJy nothing new thai we oan ge~ on ~io. We hlfe.U tho information on thill bofore. Thia is nou ,..... lllltl«. Itiuo Ulfnlion ol lime ou thilllogiolalioo. Mr. AHoR""""· I.All mo counter ~at again. We ht.ve Ill.._, or 8 and po;obably 10 new """"bon on UU. oommittee who.,..,. lamiliarwuh thio matter and <Who aro oitling on thiaoommilleolor* firottime. 
Mr. CocmtA1<. Woll, you ban b .. nt tho motion. Mr. BuNTsR. Let ua bave a roll call on the motKm. Mr. WHITE. 1 ulc lor a ron <all. (Whereupon the roll wao called.) Mr. Coc•u•. The motioo io nol agreed ~· , Thtn~ il no roc:ro•t whateoevtr before tJ\il oommiU.ee, in writmc or otllerw~. rrorn anyone to appear here to teetit,- in oppoeiUoa ~ ... bill. 
Mr. ANDREAEN. Mr. C11$inna.n, may 1 make • requettf Dr. Spai'T, ol the NAtiooal Eoonomisl League, baa made a req-loru opoortuni\.y t.o appear before tbis committee. Mr. COCHRAN. Don'' you Uoink Or. Sparr oltould have adm-1 tlte oommittee rotlter thai> 10 oomo to an individual ol tlte -"""' Mr. A><nREOCN. Well, I am mAking the reequol for him. Of..,.,.., T hope lh•t tlte membert ol tho committee baYO a right lo ..,.._ ~meelve. without offending the ehairman . Mr. OocnAAN. I think that any official '*1" .. ' to ~ ~'"" to appe&r before the eon:unitt.ee aboukl have been made 10 'fin~ the rommittec &O thllt we would know where we are going. e came in ht-re this mom in< with the nction that. we wm ~-&o oonlider Jltis bill. And thio will eauae a delay in tho conooderatD';' or ll•• bill and cau .. Jlte adjournm•nl ol UU. meoling 10 &8 · Spo.,. be,.. 

Mr. AMDRE!~N. WoU he can be here tomorrow. Now, &I far: delay is conwnod, ol ..;.,..,....., havo been~ pftt~1'*' 6~ or lour and .• ~II montlte, ond there did nolaeem to be any f10'1i0"111 bu'!'Y to brmg 11 up. '!'hey knew th" the aulhority in tlte bill- 10 exp1re on June 30. 
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Mr W•~ .. '""'lt"'tloman a ppr..eiata lhe lac& lhat it io • abort 
...., ;,.,10 get tho bill on th~ eal<mdar and paat th• Scnal<'. 

)Jr. AlfoaUIUI. I rf'COCI\\M that. Th• \Nt.-miou&.e atuft it no 
<J<1II" 10 .,. when we ba .. bad 4 OT 6 monlha 10 brine it up 

Mr Mcl•n•c· Will tl•• gentleman yield? · 
~lr: A•••U""· I will bo glad 10. 
M.r. M c hr'fYillo The gandoma.n kne:w or this meeting aevt:ral da,.. 

btforewd•Y· Mr. \V.n'l'l. I wond~rWhy Mr.Sparrwunot.heard. 
Mr. AKoKK&IN. I juat. got Lbu roquftlt this rooming over t.ht'! 

ltle.phone. , Mr. HuNTt~lt. Mr. CIHurmt\n, I balieve ~here wu .notbar wllnt'W 
Dt.Smitb, who wu told he could appe•r here this morning. ' 

Mr. AltDKUJllrf, We fixed that. with him. Be il goin1 t.o llJ11)t'lt on o,;_p.,or oe bo will no\ oomo bokml the commit...,. 
Mr. HuNTER. Are t.heH~ any other witntslft? 
Mr. CocHRAJII, There it ablolutely no other requ~t of any kind 

...,pi tho one juat ailtod now by Mr. Andr ..... 
~{r. l:hntTIL Mr. Cba.innan, 1 mov& the bill be reponed out. and 

_.,.nded for Pll_ll'4! .. 
Mr. A•o•U""· I ..-a point ol order on lhat molioo. Tho bill 

ilosDOt been rHd loramendmeutyot. 
Mr. l...Aa&Aa&L 1 mov& the committee go into exeeutive .-ion co 

...,;derlhio biU. 
Mr. Coc:B .. M. It is mo•ed and .-ndod lhat lho oommiu .. 10 

ill\0 eteeutivfl ~on to consider the bill. 
All in favor MY .,aye.'' Contnry, "no." 'l'he ayee have iL 
The committee is in e:xec-udve~M~ion. 

X 
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lllr U, lMl, 

!be plll'POII of B.a. 41144 le ·~ to ooau .. t• u eM!\~ 

,-rlo4 of \VO ,...a'o \lie pawn 'llllloll \lie l'rHl._\ M4 \lie ~ 

of \M 'frMAIJ' llaft ,.._. !liMe liM la npn to tile e...Uhatt• 

tuAuA..U~ .......... • 
leo\laa I of .... 4MI --.. tile ,...u \0 I'MIUie tile ,.U. 11 ..... 

of tM toller, to \bie - .-.s.aa 'bu -.. .....,. " o-1\\M __.. 

ant wlch pronclae tut "" fontca 11014 OM 'be acqsire4 at a prtae la 

IXCIII of $30 AD OUAC8o 

'rile offeot of tbe ..,,n-~>t le to 11111111'7 cOIIJiletol:r U.. power to 

4e~uo tbo dollar g1Yen ln tho tlr.t eont•..c• of SeotloD 2 olnno ~ 

4ollar claYalua\ioD ue>ouarll:r laore,.••• tbe 11rloe of 11014• !ble 11 

Of 1!;014 P4 ........ tba ,.014 CO!>tODt Of the 4oll ... le r.-e4 1t -

that 70u ban to pq 80re 4oll8J'• to lNJ .,. -• of 11014. !bia affae>t 

h rae>oi!Oiaad b7 ColiC"•- AD4rean, the epoDoor of the_ ..... ,, ,... 

h repone4 to ban w4• "for all pr..,uoal JIVPO"'• tile be•\ 

aolllflee the Preolclant'o power of claYAluatlon•, 

Coacr"- AD4r"•'• -D411•t oleo ooutltutoo • ~ liiiSa 

rtt>•Al of SeotloD 8 of tbe Ool4 &too"• Aot •tell h ~-Dt lag1al.,. 

Uo11 AD4 which &tbltrb•• tb• S...re\IIJ'7 of \be !reMQtJ, ao\111& Y1tll the 

opproYal of the Preol._,, \0 puc~~Me co14 ••- or eiii'OIIl "•' .,._ 

'""' 11114 ........... \enul d on41UOU M be Uti clae 800t ..._, ..... 

to the pobllc ta\ereot•, 
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-·-
fbo ..-tor \be coat~l.oa of \lol Pnol&•''• poww \o t.. 

•aluo ,.,. 4ollU' ,.ro flllq aplal .... 'lllr \be IMN\817 of \loo freu1117 

In hit tooUJIO!Ir boforo \be C:O..lt too 011 IIIQ' 1, lMl, fllo Seorot&l'7 

1
tAto4 thAt tbo A4111Diotratioll baa co prooODt i11to11t Vbatooo•or to Ao

.alu ,.,. cold OOIItUlt of tho 4ollU'. bolt that \loio io cot tbo tiDe to 

r-n fioxi'blo power fr.,. tbo .,._tho - baa4e of o\ber uUo111 

pooolll nr\Ulq Co.plo .. powero Oftl' \be a-oUo Mil atorot\l DO
tiU'7 affaire of U..ir -rioo. fbo power t o u...lu \be 4ol1Ar i o a 

oti'OD& r10orn voapoa M4 ie IIIUih M06o4 to prot ect AMrieAD aoDOt&l'7 11114 

ocoooelc 1~\eree\•• 

!horo io 110 boola wbAtOTer for bolloTing that tbo contiDUADCo of 

thooo oxlotlng aonotary powero will ba•o aDT inflationary affect , On 

tho other band, to tAke sWAJ thooo poworo DAT well affect tho intoroot 

rateo vhlcb tho Oonnment vHl lwl ve to P11J on tho enormous nunclng 

pro4rM upon vbicb It io mbarl<ing. 

At a tiao vbon tho United Statoo OVDI o•or 22 l/3 billlono of 

cold conotltuting about ~ of tbe vorl41o aonotor, otocl<o of £Ql4, 

CongroiO obould DOt baoUQ' adopt lOjtiolaUon liaHing enoting 

oxocutl•o povoro to 4oel vi tb A014• 

Congroooaan Aadrooon'• .. ondllont oboul4 'bo otrlcl<oa fro. tbo bill , 
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Operator: 

llr1ghtl 

BMJr: 

w: 

RMJr: 

W: 

RMJr: 

II : 

RMJr l 

w: 
IIMJr: 

w: 
IOtJr: 

W: 

IIMJr: 

lh 

Hello. 

.., 1), 1~1 
12104 p.a. 

Speaker Ra1burn 11 1n the Oba1r. I 
baYe b1a Olerlt, Mr. Wr1pt. 

Bello. 

Mr. horetai"J. 

Yeah• 

flUe 1a !eel lfr1sbt - the lpealter'• 
ott1oa. 

lfhot 

Tad Wright. 

Oh 1eah. Loolt, 1n th11 Ooaa1ttee ot 
We1ghte, Oo1na, and Meaeuree, 1ou ltDow •• • 

Ye• e1r. 

Tha1 juet pulled the ~ndeet boner 
I baYe eeen pullecl 1n a long t1ae. 
Ot oouree, 1t old loaere bad been 
around, I don 1 t :&hinlt tht1 would 
ban done 1 t. 

Yee e1r. 

And; the1 ban juet put through tb1e 
aaendaent wbere the1 juet lt111 the 
r1ghta ot the Pree1dent to de-Yalue 
the dollar or do an1tb1ng alee. 

Yee e1r. 

•ow a - 1t'• a- we Ju•l got to do 
eoaetb1ng about 1t, that 1 all . 

Yae e1r. Well, I want to aent1on 1t 
to the ltpeaker. 

Yeah. I undentand that Cochran baa 
been 1n touoh w1 th b1a. 

Yee e1r. 
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BMJr: 

If : 

BliJI' I 

If I 

RMJr : 

V: 

BXJr: 

If: 

HMJr : 

If : 

HMJr: 

- 2-

You •••· 

Be wae 1n there Jvet a •1nute aco. 
Well, I w1eh rou would let the lpeaker 
know I'• reall7 upeet about 1t. 

I eurelr w111, Mr. lleoreterr. 

And tell h1a that 1t he would like 
tor •• to ooae up the t1ret th1nc 
toaorrow aorn1nc and haYe a little 
aeetinc w1th h1a, I'• ••a.1lable. 

All nght, Mr. llloretarr. 

But I'• ooununc on h1a to 1•t ue 
out ot thle bole. 

· All right. 

And I'• reall7 upeet. 

All right, Mr. Seoretarr, I'll tell 
h1a. 

Thank rou, 

233 
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H.M.Jr: 

Operator: 

apeuer 
JI&JbUrftl 

B.M. Jrs 

R: 

R.M.Jr : 

R: 

H.M.Jr: 

R: 

H.l!. Jr: 

R: 

H.M.Jr: 

R: 

H. l!.Jr: 

R: 

Bello. 

Speaker BaJburn. 

Belll'J. 

ka, B11117 talltlq. 

ICa7 13, 1~1 
2:16 p. a. 

Yeah. I ha4 ltiad or a blow- up 1a the 
ooaaittee tbie aoralac over there. I 
41dJI1 t know &n7tb1a& abovt U bvt I'n 
cot tho•• tellowe to ocr•• to cb.aae• 
n.e1r vot .. ao 1t w111 be all rlght 
toaorrow. 

Are JOu golac to 11.111 that tblagt 

Buht 

!heJ've changed thelr votee. 

Yeah. 

On that aaeadaentt 

Yeah. 

Well, what a aan JOU ue. 

!here were two tellowe tbat were not 
there that I sot to •r" to co and thea 
Dan XcOehoe voted tba YaJ; be d14D 1 t 
Ill& to lr.nOW IIUCb abOUt 1 t and I got Dan 

234 

to ocr•• to vote to reoonelder - to aove 
to rocoaelder - and then I got MointJre, 
wbo oald be dldn 1 t ell& to Jr.nov aucb. about 
lt and hf'd co along, eo tbat'• two cbaacod 
and that 11 ialr.e 1t eeven to n1ae the 
other W&J and then the two ot ve ought to 
aake 1t eleven, JOV •••· 

Well, tor b.eavon talr.ee. 

And I tblnlr. 1 t will be all rlgb.t 1n the 
aorn1ac· I told Jaolr. t o call ble 
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a.K.Jr: 

R: 

H. K. Jr: 

R: 

H.II . Jr: 

R: 

H.K.Jr: 

R: 

H. II.Jr : 

R: 

H,M.Jr: 

R: 

- 2 -

oouJ.ttee in the 110rnina an4 that I 11&4 
theee •otee tor h1a. 

I'• •••r eo auob oblile4. 

All rliM, Belll'J. lloi'J')' I ooul.4JI ' t be 
w1 \h JOU laet D1&bt but •••••• 

We ba4 • 1004 pal'tf. 

Well, that'• tine, but I tol4 theee 
people - theJ were llaY1n& \hie oon•ent1on 
here - about a aonth AIO that I 1 4 ooae 
4ovn an4 YUit with \hea. 

You know What we 4eoi4e4t 

•o, I baYen 1 t talke4 to ADJbo47, 

Well, I put up to \hea \he taot that •• 
we beaan to set \h .. e return• troa the 
ezoe .. prot1ta tall:, 1t loolte4 aore an4 
aore •• thouah the thin& vaan' t worltlna, 
an4 ao we vante4 to know whether wa 
ooul4D1 t ooae up \here an4 point out the 
4eteota an4 then aalte, oil, three or tour 
•ue&••t1ona tor \heir oonai4eration •• 
to how to ollanae it. lleet 

Yea. 

An4 theJ aai4 0.1. 

Well, tbat'a tine. 

11o llul.liYan 1a goi ng to go up there 
Pri4aJ an4 point out the 4eteota an4 the 
taot tbat 1t 4oeen't hit &DJ two oo~n1ea 
the aaae an4 a lot ot ooapaniea aren t 
hit at all; aoae ot thea are hit too 
llar4, an4 g1•• thea t1tteen or twentJ 
e:u.apl.ea ot \bins• that are ufttair an4 
then aalte three or tour aua~eat1ona tor, 
poaa1blJ, oorreotin& 1t. 

Well, that'• tine. 

An4 theJ're all aatUt1e4. 
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R: 

H.M.Jr : 

R: 

H,M.Jr: 

R: 

H.M.Jr: 

R: 

- '-
Yeah. Well, I tboQgbt l 1d tell JOU 
about th1a otbar tb1nc. 

Wall, I waa wol'l'1ed. 

I knew 1t waa d1atreaa1nc 7ou, 

I wrote tbe Pl'ea1dent a little note and 
aa1d tbat I bad alked rou to balp and 
1t be d1dn 1 t bear troa ae qa1n wbJ to 
torcet about 1t. 

Well, 1t 1a all ri&bt. !be71ll report 
70ur bill in tbe aom1nc. 

'ft1aDk JOUe 

All r1gbt, HeiU')'. 
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!OIJr; 

Arthur D. 
Realefl 

!OIJr: 

H: 

BMJr: 

8: 

HMJr: 

R: 

!IIIJr : 

H: 

llliJr: 

H: 

HNJr: 

B: 

Bello. 

Bello. 

Xorgenthau apeaking. 

Mr. Beoretar,. •• • • 

Yea. 

.. ,. 13, 1941 
3127 p. a. 

I Juet bate to break in on rou 
when I lmow that rou are ao buer. 

AJ.wara got tl••· 
I want t o talk to rou about a 
roung aan naaed Morrie , Albert Morrie 
troa Maeeacbueette. He wae t oraerlr 
the Minoritr Leader or the House ot 
RepreeentatiTee there and be'• bad 
a prett)' good background ot all training 
end public speakinc and publi citr work 
and all that eort ot tblng, and be'• 
anxloue to get the Job ot Aesietant -
well, tc be Aeelltant to Dan Doughertr, 
whO baa been appoi nt ed •• a Maeaaohueette 
aan on tble Bond work, rou know. 

Ob )'el. 

And Morrll 11 anxloue to get the 
poaition, wbloh I understand ia to be 
open ae ble Aui atan t . 
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Well, I'a gl ad {ou brought i t t o a,. 
att ention and I 11 look into 1t Congreaeaan. 

I underetand that a Xr. McCol'll&ok e1 thfl' 
oalled )'OU or will oall rou about Morrie. 
Morrie ' s1eter Joi ned up there last )'ear 
i n the Speaker'• Bureau ••• • 

Ob )'lab. 

During t he oa.apaign and we teel that we 
people troa Maeeaobueette (Laughe) be 
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HICJr: 

H: 

HICJr: 

H: 

HICJr : 

- 2 -

11Tee 1n •1 d1etr1ot, but we teel 
t hat he reall7 1e ent1tle4 to eoae 
oone1derat1on. 

Well, John did oall ••· 

Yeah. And on the other hand we 
know that we are reooamending a tellow 
w1th plentT abilit7. 

rine. Well, thank J OU TerT auoh. I'll 
loolt into 1 t • 

.Ul right. 

!bAlnlt JOUo 
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(SC)L2l- 3/ QB 
Serial 045523 

CONr'IDE!lTIAL 

'l'he SECRE'URY OF THE NAVY 

Washington 

May 8 , 1941 

De~>r Hr. Beoretnry: 

240 

At a recen t interdepartmental oonferenoe, concern 
vas expressed with regard to the lack or properly isolated 
ra il-to-ship loading term1nale to handle safely t he .great 
voluMe of exploe1vee nov moving in export trade. 

It is believed that t he matter of security from 
eaJor explosions should be inveetigated in our princi pa1 
porte, particularly New York Harbor , Delaware River , 
BaltiiiiOre , Hampton Road.e , New Orleane, San P'ranoUco Bay, 

and Puget Sound. 
In v1ev of the raot t ha t several different agenoiea 

of t he government have interest& a nd statutory responeibilitiee 
in t his matter, it appears desirable that a preliminary Joint 
otudy be mo.de by the three services t hat are best qualified ta 
understand the necessity for preventive measures and to 
deterMine the best arrangemente tor ineur1ng eecur1ty. I 
refer to the Army, the Navy, and tho Coast Guard. It is my 
t hought that the result of such a study should be presented 
to the President tor hie turthPr aotion if conditione warrant . 

Should you concur in t h1B nroposal , the Navy 
Department is prepared to name a aember to eerve on such a 
co~1ttee , a nd it 1s suggested that the Treasury Depa rtment 
e1m1larly deSignate a repreeentatiTe from the Ooaet Guard. 
Poeaibly t he Wer DeP"rtnent cember aopropriately would be the 
chairman or euch a body. 

A s i milar communication hae been sent to the 
Secretary or War. 

Sincerely yours , 

I e/ Frank Knox 
The Honorable 

The Secretary of the Treasury 
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TREASURY DEPARTMENT 

INTER OFFICE CO MMU NICA TION 

sti!C1'LY COIO'llllllTIAL D An llq 13, 1941 

f 

Secretary Kor c-nthan 

Mr. \IU e:r 

A telep-aa tro• llio 4o Joaol ro to the Dopart aent or 

Sta t e •a:r• t hat the Geraan ~baoor thoro hao Juot r eee1To4 

Sl25,000 lll aol4 b:r LaU pluo u 4 hao 4opool to4 lt ln -
tho Bank of Bradl . !Ito oource or tha &Ql4 h not cl n n. 

cc 1 Kr. Gueto.n 
Kr . Cochran 
Kr. Pehlo 
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Scor•tary of Stat• , 

~a.ehington . 

1853, lla y 13, 9 a.. m. 

FOR TREASURY FROU HEATH . 

lly 869, !.larch 7 1 3 p . m. 

GRAY 

BERLIN 

Dated ~ay 13 1 1941 

R£o 1d 11:16 a. m. 

24.2 

ComplEtE figur•s for the REich' s indcbt<dncss as of 

J~~uary 31, 1941 , have juet brrn publis hed showing t hat 

d~ring thr month the Reich borrowed a total of 3697 million 

marks of which 1792 million marks r cprrsEnt long t•rm and 

1905 million m~rks rEpr<SEnt short term borrowing. Tbr 

tot al disclosEd debt of t he R•ioh stood at 83,190 mill ion 

mrJks . The short tErm drbt (rEvised figures) was 36 , 417 

~illion marks and thE long tcra indebtEdnEss 44 , 773 mill ion 

marks. January borrowings werE at a higher rat• than 

cl•ning the <ight months puiod or llay - DEocmbn, 1940 

?:hen thE monthly av•ragc was 3 , 35 bil lion marks . 

IIORRIB 

','iSB 
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IIOOICII~ OULIIIIWI 

J.eoa1Ye4 Oil llq l), 1941 

Loa4on, llq 13, 1941 

le4eral &oaarYa Jaok or lav Tork 

11• Tork 

JQa DOD 

~ Iraq aooo-h ban 'b7 onler or fre&8V7 

~ blookeol allll ao ~\a or """-'- of oH'CII'i

Uoo ~ be u4a e:retp\ v1\b ~ penioo1on of \bo 

cenoral p ond.' \o baai::ar• to boaor lirofh dravn Wl4er 

ooatil'lle4 orecl.ita op•e4 prior \ o \ba 9\11 of llq. 

!'baoa v1ll be ~ o~ iaot,.......h whiob aq be ore4Ue4 

\o a rectet..-.4 e \erl1Ac acooua\ vitbou\ epeoial pand.o

oioa or \ba !'r&anr7. 
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TREASURY DEPARTMENT . 

INTKit OI'I'IC2 COMMUNICATION 

OA... lla:y lJ, 1941 

TO seoretar:y Korgentbau 

WI·. Coe 

Subject: Lioenaed Export e ot Copper 81noe April 1. 

Preliminar:y and incomplete tigurea tor the period April 1 
to April 26 ahow that oYer $goo,ooo worth ot copper was exported 
to areae other than the Britilh Empire and China. The table be
low g1na a breakdown b:y countriee, with the numerous Lati n 
!2erloan oountriee wb1oh received copper being lumped together : 

Latin America 
lfetherlanda I.ndiee 
Egypt 
Philippine Islands 
Portugal 
Belgian Congo 
All other 

Total - exolusive ot British 
Empire and China 

Brit1eh Empire 
China 

Total - all countries 

(In Thoueande) 

These tigurea were checked out haetil:y b:y ottic1ale in New 
York and telephoned to Washington. It ia probable that they ban 
1noluded acme British Empire (lllld United Kingdom) exporte 1n' the 
relatively large 'All other• t i gure ot $3g5,000. f1gurea are not 
available tor those produota made out ot copper whose export i e not 
subJect to l i cense. 

These tiguree indicat e that our exporta t o areaa outs i de 
the Brit1eh Empire and China though comparatively emall are l arge 
enough to enable ue eubet antiall:Y t o inorea•e our exports t o the 
Untted Kingdom and Chi na i t we desire t o do eo. In t onnage our 
exports to these areas are now running at a rate ot one- tent h our 
monthly importe ot copper. Ot course, these exporte are only a 
very small traction ot total domestic consumption. 
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TREASURY DEPARTMENT 

...... - lJ, 1941 

TM oOftt.I'Dl ot u. 8 • ...,... a; 11te lou DOt. ,..t. re•ohd ~ ~ 
,.11 , Dv.rille t.be t1ret. 26 dlriJ8 ot ~}11'11 ..,_ u. 8 . Uc-ecl apor\a ot 

cow-' procblote wt&lecl 9.4 • 11"• ,_,.. ...a -. ftlud at. 11.5 ail.l1ca. 
Bt).clor i.e a p,..,'•'M"7 tallolla\ia ot _. lia-•4 eopper apor\a tor t.be 

pario4 .lprU 1.-. X.. .... 11&11 ot --.. aport., - • ftl ....... 18, --
"' Brit.iah lap1re I Uiee aM Cllba. ~~!porte ot Uc-ecl oopper _.. &lao 

udo durille th18 periocl W II1P\ U.t.!a .a-1oaa -t.rl.ee, w J'oria&&l, 
Notborlanda IDdiu, llrP'• 1'111llpp1M Ia1

""'•• &1111. Be'"*" CoDco• !I.e f1&ane 
below do DOt. iool.JIM aport. ot -Uc--' oopper prodllow. !bl ftcv• -
preJ!a!na"T &1111. ••• ~ Sat_.10D 11111 be a ... 1l•blo lat.el'e 

LtD--' -·- ot Capper - _... lleoei ftll ill ._ York, .t.pr1l 1.-, 1941 

Poal>da Dollan 

---"(:rn thDu&Dda) 

Brit.iah -"" • 
4,606 s6S 

Chi.Da 
)90 51 

Latin J.Hr1oa 
.&.rseot.illa 1,292 161 

Braall )69 4l 

Chilo 
88 14 

Coltabi& 3'1 6 

Boli<rta l .. 
Cllba l5S 2'7 

lla1co 
l .. 

V--...la 94 l6 

Other 7 
~ 

4S 
lot.berlaDIU lDd18o 880 U3 

BelcSan CoD&o 17 l 

IQpt. 
90 " 

Pbll.l,ppillo IalaDIU 134 22 

m~ 
1,221 ~ 

'fOWl 9,420 l,4Sl 

• Picvoo Dot. ..-plAo .. IAN ~ SOO pollllll8 
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~eel l1lpor\e of Copper - lho'P PW 
Reoei....., ill - Ton, April 1-26, 1941 

•• bpOI'ta of RetiMcl Copper in ID&ot.o, 
Ban, and otbar ro ... 

~ Dollan 
(Ill Tbw.....S.) 

United Kinld<r 3,3$9 369 
Canada 45 lO 
Arcont.ina 693 7l 
Not.berlando Il>di .. $0) $7 

arosU 369 41 
&olaion conco 17 1 
Chin& 12 2 

Othor 2 1 

Tot.al $,001 $$2 

B. bpOrta of copp .. Pi~e and Tubea 

Conada $4 16 
Britiob In41a 18 $ 

All ot hor 26 8 

Total 98 29 

c. bporta of Copper Plat.. ODd Sh•W 

BriU.b lbdie 604 87 
Ollicc of SWt.h Uric& lJ 2 

All other lJ.7 )4 

Tot.al 764 123 

D. bporta of Copper 8Ddo 

Britioh In41e 366 47 
China 312 38 
All othor 76 lJ 

Total 754 98 
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-2-

~ Dollars 

(In 'rboua&Dda) 

s. E:lqlOrte of c~r Wire {bt.re) 

Chit. 87 14 
BT1 t.ieb D>dil Ill 14 
Chinl 67 10 
!let.Mr l&Dda Indiee S3 10 
Port.ll&&l 4S 7 
All ot.Mr 2! 17 

total 424 72 

p, BxpOrte of Co'IC'ed Copper nr• 

EQPt 90 33 
Arc en tina 67 15 
!let.berl&Dda Indiee 64 13 

Cuba S4 10 

C01Cilb11 37 6 

U1 other ~07 119 

Total 819 196 

o. BlpOrt.e of Weatherproof Copper 111re 

Ph111ppine Iel&Dda 134 22 

Cuba 
101 ll> 

V.-u&la 
~ ll> 

lll ot.bere ~ 9 

total 
)70 63 

H. lbporte of other !.Dalllat.ed Copper Wire 

Ar&ent.ina 
S33 75 

Netherland• West IDdi .. 
200 27 

IAiion of South Uric& 
66 ll> 

Netbar1&Dda lDdi .. 
S9 ll> 

All other m 99 

total 
1,190 233 

I . BlpOrt.e of otba' Lic-ed copper w.=tacw.rea 
86 

total 
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CONfiDENTIAL Ill\)' 13 . 1941 

T01 PRICE AD!IIJIISTRATION CO'.C.!ITTP% 

rroau R. K. Thompson, Secr.tary 

Tho tollorlng addi tlonal it.eaa hno boon plAced 

on tho agenda for discwosion at tho uotlng to be hold on 

T1Jur•d~v , lo1ay 15. 1941. a t 11100 ' •"'·' 

Questions or shipping ratao, Eovement 

of flax~eed , nnd tox on paint, 68 

raised 111 ~•~orandum addroeaed to 

Secretary Wickard by Dr. Ezekiel , 

under det<t of lla)' 10. 
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,110~ 

TREASURY DEPARTMENT 

IHTI:ft 01'1'1CII COMMU NICATION 

Soorotary Morcen\ hon 

Hr. WU o;r 

DATE MaT 13, 1941 

Be a Otn•ral J ghp 1· O'Rrt.p 

Mr. !bnro\on of rBI repor\o \ bat ;roo\or~ afternoon ho chocked 

the MID ttl•• 08 O..eral o•~en . !hare were nu.eroue refer tnce e to 

hla thoroin, JDOo\ of which ha4 \ o do vi\h hi o oo"lco rocol'i!. rn"eal

tnc no\biQC of AA7 intereat v~taot9tr. It wae noted, hove~er, that 

accord.lac to • novopapor clippl.D& In \ha flloo , Oonoral 01B;ran. ln 

Juno, 1933, vao p-and auohall of a parado of 1eo,ooo poroono In an 

nnt i-Na&l doaonotrat1on oponoorod by tho Amorlc&D-Jovl oh Conuooo 

procodlnc a ral17 i n 1!&\\or,. Perk at vhlcb ~or W.Guardia and :Bain

brld&• Col by wor o t ho principal opoakoro. 

I n othor vordo, t ho tl1oo of rBI. MID and ONI appoar to cont ain 

notllinc ocro proctouo \han anUquo novopapor cu\Unco. rBI i n llov York 

II ondoaTorlac to obtain onpp1o»>ntarr intomatlon on tho Oonoral. 
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ST.lTE!.IENT liO. 14 

.URCRAFr SHIPPED TO U. K. &: OVERSEAS COIIIIA.NDS 

BREWSTER 

Buttalo 

i Ol!SOLIDlTBp 

Catalina 

BOEING 

Ql? 

UNITEp 

Chesapeake 

llartlett II 

QI.m !.W!TIH 

Maryland I 

LOC!'iHEEP 

Hudson V 

F. B. 

U. K. 

U. K. 

u. :I.. 

U. K. 

1J . E. 

U. K. 

British Air Commission 
May 13, 1941 

ASSI'll4BLY 

S1.ngapore 

u. It. 
{via Bermuda) 

u. K. 
{via Gander) 

u. K. 

U. K. 4 

Alexandria 

u. K. 29 

46 

• 
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TREASURY DEPARTMENT 

INTI!:It Ol'l'!Cit: COMMUNICATION 

DATil ICq 1}, 1~1 

Soorotarr Morconthau 

CONFIDENTIAL Kr. Ooohr"" 

llochttrt4 oterl1nc tr ... oacUou ot tho roporUq bftlllto vero ao tollon: 

Sold to co-orclal concorno £61 ,000 
Purchaot4 troa co-rclal conooru £13 ,000 

251 

'll>• Jo4oral lluorro Back of • ., York ool4 £15,000 1D ro~:htort4 o\erllnc to 
~ J.aer leAD lxpro u Coape:~~T. 

Opon ll&l'kot oterliq hold otoa4T at 4.0}-1/4· no olllJ' roportt4 tranaocUoD& 
co:shlt4 ot taloo ot £3,000 to .,.,...rclal CODCOrDI, 

lurthor lllpi'OYI,.... t took place ln the Cubac pooo And a currnt hlch of 2-3/16f. 
dhcount vaa rt6ChK thlt atternoon. 

Iu Nov York, oloolnc quotatlono tor the torolcn ourrouo loa l1ott4 below wore 
tollov11 

Oon&Alac dollar 
h'ltt franc 
8vo41oh krone. 
llolchom&l'k 
I.lra 
.&.rconUno peoo (tree) 
llraslliac ailrolo (!roo) 
llo:dG&D peoo 

12-3/4~ dlocount 
.2321•1/2 
.23S5 
.IKX>5 
.0505 
.23110 
.0505 
.2066 

In Sbeuchi , the 7U&Il vao quoted at '}-ll/3U, roprooonUnc a d.oclino ot 1/161. 
St<rlllll od•anct4 7/SI to }.90-7/ 8. 

!bert vera no pvchaooo or oaloo of cold 1184o b7 ua to4&1· 

The 'l'rtAturT 1osuo4 Uconooo under both tho Gold llourro J.ct ac4 llncutin 
0Mer Jo, 8389, 01 8JIIOn4od, ponitt1u,t; tho J't4oral llourro Jftlllt ot !lev York to ottoot 
tho tollowl~~& tracotor ot cold in lto <raultol 

$1, 241,383 troa B.I.S. account no. 2 to tho account o! the :Bank of Sweden, Gold 
ln J.I.s. account no. 2 11 owned b7 thAt bftlllt, 

'l'ho Jodoral llourro Back ot Rev York reported that the Bftlllt ot C&lllWla 1184o two 
r'01 JIO>OD11t or col4 with. coabl nt4 TalU8 ot $4,}0},000 troa C&llada to tho l"oderal tor 

or tho Oo•eruaont of Coned&, for oalo to tho !low York Aooay Otrlco, 
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Ia I.o.._, tiM JriM t1al fu .,., .u- - .,_1/*. 11ft 1/'lft&. a. 
.... -.u .. r 1ee4 at ~I&. a. •· 1 • ..,.s-••te - U."' ..& 

,..,.oU"'-To 

lloo troaiV7' a JIRihM priM fOI' tonS,. .u .... - -rt pt at ,. ...,_ 
..,._,, .. ,n_t Jl'iM for foreS,. au,.. ..... alM ·••pt at 1f-3~· 

Wo u&o oae ]iiiU'OII&H of a1lnr -tia& ta ,-.,.,. naaaa '11114u tiUI IUnr 
!'lltobaH .1.0'· IIlla ~atal at - JNIMU. "-"- a& .,.. '"-' to• .,., 
4111Yil'J'• 

CONFIDENTIAL 
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TREASURY DEPARTMENT 

I~ COMMUNICATION 

TO 

"""" Mr . Ooohraa STRICTLY CONFIDlN TIAL 
OrtloltJ. oolea of llrHloh-owntd dollar .. .,.,.1\loo UDder tbo ftaUDC order 

orrectl .. J'ebr......,. 19 •. 194o: 

$ J'roc .. da of 
Sbaru loU 

$ Proceeb of 
lloa4aloU. !o\tJ. 

Jlqi 1.1176.m 276,2}6 1.752.m 
2,596. 228,522 2.825. 

1 
11,120,197 135,879 -·~·076 

I 
1,289,263 1,651,668 2. 1 ·m 

9 
2,025.139 1,()52,]211 ).077. ' 

10 
llO.gg1 16,108 1.27.()9C) 

11,619,191 },)68,137 14,987.}28 

Soleo fro• J'tb........,. 22, 194o 
to MAt }, 1941 243,6611.1111 28,o6o ,282 2]1,]25.023 

Totol fob........,. 22, 194o 
to MAt 10. 19111 255.283,932 )1,428,li19 286,712,351 

Nloo Poate reported aolea of aoa-ftatad atCQrltloo tor tht voek ondiDc 

Mq 3 tottJ.od $200,000. 
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\ TREA.SURY DEPARTMENT 

INT1tii.01"1'1CR COMMUNICATION 

254 

Kr. Coehru 
STRICTL Y CO NF IDENT IAL 

Ottlcl~l oeloo ot lrltloh-owno4 4o11~ oocurltloo uc4or tho Yootlnc or4or 

tffoctl .. rol>ruary 19. l9lloa 

lo. ot Shoroo $ Proeoo4o ot llo,lnal Value $ Proeoodo ot 
SoU Sbaroo Solt ot Iondo Bolt Iondo SoU 

Mo15 62,1132 l.476.7n 862,000 276.236 

6 114,910 2,596,11 329.000 228,522 

7 2115 , 7611 4 ,120,197 391,000 1)5.S79 

8 77,529 1,289,263 1,866,000 1,~8,668 

9 136.792 2, 02'5,139 2, J01,JOO 1,052. 724 

10 9 . 800 110, 991 19,000 16,108 

657.627 11,619,191 5. 768,300 3.361.137 

Salts from 
2/22(1!<; to 
5/3/41 8,018, 025-1/2 24} , 6611,741 }0,03},250 2S,o6o,282 

Votol 2/22/llo 
to 5/10{Io1 8,675.652-1/2 2'55.283.932 )5,801.550 31,42&,41~ 

Mitt Poate reported aelea ot non-Yeste4 eeeuritiew for the week endiaa 

~...., 3 totolod $200 , 000. 

?~ 
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0 

!rea.uJ" 

Joo~oa 

'"' York 

Pl>1la4e1phia 

01enlu4 

ti~a4 

J.Uaa~ 

Ch1CACD 

St, Laollt 

111=eepollo 

~u ... 01t7 

Dalleo 

saa l'nnchoo 

!O'UL-----

IIII'OSI!S II 'l'liiWJUBD1S .lCCOUI! Rllt S.U.S ()O!rt'I'ED STJ.ftS SAVIIOS JOIIDI (.A.LL SDII8) 

( lA !houoando of DollArs) 

(li&M4 OD !alacra.pbic B.porio) 

!OUt. 
IUJ 1 

'1'0 IUY 10 IUJ 12 IUJll !!!!..!!! IUJ 15 !!!!...!§. IUY 17 

335 
.., 

S, 543 2o597 

13, 233 1, 868 

5.494 1.349 

9. 982 752 

s,o44 1,1103 

3o98S 776 

9. 921 2,050 

S, Sl.7 4s7 
2, 6oo 86 

5. 964 8711 

4,}06 555 

5. 64~ l o38? 

83,870 111, 2}1 

~atl•• To\al 8) , 1170 911,101 

!OUt. 
'1'0 
~ 

}10 

11,1110 

15, 101 

6, 843 

10, 734 

6,4117 

4,764 

11,971 

9 .304 

2,686 

6, S}S 

4, 861 

7,032 
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4I)V4t:C:S l!()'llqi RAJ)Iy P@ithS 

T!fflSDAX' KAY 13 

!iao: 12:00 - 12:15 P,H, 

St&Uon: VJSV, "'l'ahiDCton, D. C,, 1\114 Col\llll>ill 
Broadeast1nc Syate• Wetvotk~ 

l'rogrut Proctor .;. Gamble Co•- 'Lifo Co.D Be 
:Beautiful. • 

Tlgo : 8130- 9<00 P .H. 

S\atlon: .~c. ~aablngoon, ». c .. on4 ~&tlonal 
ilroadeaotlr.& CompiUI)' RA14 dotvork. 

l'ro&J'""' Fibber ..eGeo an4 "ol}¥. 
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RES'IRICTED 

o-2/2657-220, No . 390 U.I.D . , Tl .D. 12a00 Y, , Yay 13, 1941, 

SITUA.TIOII REPCJ\'1' 

I . \/estern Theo.ter or War . 

Aira Germo.n, Limited and aoattorinr; nif:)\t attacks on 
porta in aO\ithorn Eilgiand, 

British, Ro..-1 nif:)\t operationo , oontoring on 
!llnnlaoim and alao including Cologne, Cob lea>&, Ootond and Dunlcorquo , 

II. Yediterranoan and African Thoatoro. 

Orounda llortll kf'rioa , l'atrol aotiTitioo and artillery 
fire are reported in the Tobruk and Sollum areaa . 

Air: Attacks on Tobruk and Yalta, 

III , Iraq , 

Guerrilla fif:)\ting oontinuoo , Sooao evidence of German 
leo.dersh1, . • 

RES'IRICT£1> 
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GROUP ¥EETIJG 

Preaentt 

H.M.Jr: 

llr. Foley 
llr.'l'h011p1on 
Jlr, Coe 
Jlr. Schwarz 
Jlr . Cochran 
Jlr. Su.llhan 
)(r. ltulm 
Vr. Graves 
lo!r. Baaa 
Kiea Chauncey 
)(r. Bell 
lo!r. O' Connell 

May 14, 1941 
9:30 & . Ill. 

I thought you people would be interested 
to know that as a result of that Pearson 
and Allen letter I had Pearson and Allen 
in here by ayself yesterday. 

WWe haTe written the following letter to 
the Secretary of State: 

260 

"I learned that Secretary Morgenthau ia 
.uch upset oTer the atory publiahed in ay 
oolu.n ot Kay 12, regarding the question 
ot freezing Axia tunda in the United States 
and that aome ot the queations haTe been 
raieed ae to whether thia atory originated 
trom the Treaaury Department . 

"Ot oourae, aa you know, it is difficult 
tor a newspaperman to raTeal hia news 
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Foley: 

Bell: 

Fole;y: 

- 2 -

aourcea, but I am ablt in thia caae to giTe 
;you my word that the information regarding 
thia particular atorr did not come from tlie 
Treaeurr tither directl;y or indireotl;y. !e 
a matter of faot, the original information 
contained in the story came from Allen. 

261 

"I haTe been in Texas during the preceding 
week. Yr. Allen auggeated I diaouaa the metter 
with the State Departaent, which I did with 
one official. Be declined to oo.ment except 
to •AT that he did infora .. he auapecttd ., 
into~tion c~ fro. the Treaeurr. I wu 
unable to den;y or oonflra thie euapicion, 
btcauee at that tlat I didn't know. Since 
that tiae I asked Kr. Allen regarding the 
aouroe of the atorr, and he baa told me exactl;y 
where it oaae from. 

"The source, I can aaaure ;you, was not eTen 
remotel;y connected with the Treasur;y. 

"Kr. Allen or-I would bt delighted to call 
upon ;you at any time if rou ao desire to 
an~r anr .further guest one aa far a8 it 
ia ethica l y poaaiblt . " 

I aa goinf to call up 141'. Hull later on and 
tell hla aa aiok and tired of haTing him 
call me up and JIIIIP on 111e nery tille somebody 
writes soJMthlng in the paper that ia un
faTorable to the State Department. I aa 
being innocent . (Laughter) 

Before &Jl1'body juapa on lilt, I want to clu,r 
up - haTe we heard from Jeaee Jones? 

Not a word. 

The bill wa8 reported out, wasn' t it? 

No, they are meeting today, Dan. 
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Bell: 

Foley: 

H.u. Jr: 

Foley: 

ll. l.I.Jr: 

Haas: 

H.l.!. Jr: 

Graves: 

H.II.Jr: 

- 3-

Didn' t I see a report on~ desk of thet 
committee reporting out these additional 
powers for the RFC? 

It was the House ComMittee, Dan, Stea~ll. 
'lhls was the Subcommittee in the S.nate. 
They are meeting today. The;r held it up 
until today to give us an opportuni tr to 
either appear or submit a statement or any 
we didn' t want to be heard. 

We communicated our views to ~. Jones and 
asked him to do it. 

How can we get in touch with Jones? 

Well, I am going to have somebody in the 
meeting this mornin~ to see what happens. 
I thought we would J.et it ride. 
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Now, the principal thing that bothers me -
I have been up since five-thirty this mornin.g -
is this statement of George's. \Vhat is this 
statement of how much of the increased 
national income goes to the wages? What is 
the statement ;you made, George? 

The increase of this lla.rch over last Uerch, 
national income pa;rments, is about eight 
hundred million dollar s. Seventy-three per
cent of that eight hundred million dollar 
increase went to wages and salaries. 

Well, as a result of that, I had Harold come 
up to the house and I have asked him to meet 
have his group here at ten- fifteen Friday, 
Dan. You sit in, too, will you? 

Ferdie ought t o be at that meeting. 

All right. And I think we ought to han both 
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economic staffs here . You (Coe) might come 
and listen, too. 
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The point is this, that I told Gra't'es up to 
now we ha'Ye been using a shotgun. We a.re 
going to ha'Ye to use a rifle, and I want to 
know - lay out plane to direct the rifle at 
these wages so that we get our proportion of 
them. I ha'Ye got to know more about what 
this oqpaign is and aa a result, Harold ia 
going to hop on a train tonight and spend a 
day out in llichigan, because that 1a the 
induetrial center,and see what they are doing 
out there. 

I wish, Bell , if you are not ready that you 
would be by Friday to report on this tax plan. 

We ha'Ye done something. 

Well, I would like to have something by Fr iday. 

You wouldn't want to do anything about that, 
howe'Yer, until your tax bill is pretty well 
along. 

It would be helpful, because if they ask me, 
it I can say that we have a plan that i s being 
worked out and we are sure we will need no 
additional legislation, that would be 'Yerf 
hel ptul to me, Dan. 

I think rou can say that now. 

Yea, we don't need legislation. I want 
thing Friday, Dan, and - what are those 
again? 

some
figures 

The increase in national income payments this 
Karch oYer last Karch was about eight hundred 
million dollars, seTen hundred ninety-eight 
to be exact. The increase is eight hundred 

.. 
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aillion dollars. Of this inoreaae, aeTent7-
three percent of it went to wagea and aalariea. 

How .uoh of the total national i noo .. goea 
wagea and aalariea? 

to 

I would haTe to oheck that. 

Ia that pretty high? 

Oh yea. It is the biggest factor. 

Well, I u going to han O'Connell later. I 
want him to do something else. 

Now, this 1a all acattered, We han got to 
concentrate thla thing, I don't know whether 
with Noi'IUJI or Harold . I han got about three 
different requesta for three di fferent jobs. 
I think Foley or ·SulliTan, one of them was to 
remind me about Tom Connally. 

Who waa that? 

Saebody waa to reaind ae about Tom COIIDally. 
You didn't reaind ... 

Scharff is a man who haa been in the Customs 
SerTioe for some time. He was recommended 
for pro.otion by Congressman Thoaas of Texaa 
and I nnt that letter in to Jir . Guton and 
Kr. Gaaton ia thorouschly fuilier with tha 
situation. Apparently Scherff h an able 
fellow and when, ae, and if bia auperior ia 
transferred to Vexioo City, it looks aa though 
the7 would be agreeable to moving Scharff up, 
isn ' t that correct, Herb? 

I don't think so. 

You don't? 
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No. Scharff is a good man, but I think 
there ia a reason why he shouldn' t be moved 
up in that district. 
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After all, our personnel baa political 
co~~plnea, but I want an anawer at nine 
thirty tomorrow morning, you aee, on Scharff. 
I have got to let these people know. I 

iuat can 't let thia thing- I have got to 
et hia know yes or no, JOU aee. 

It ia the first I have heard of i t. 

I know, but in the tuture, I juat can't have 
these fellows making these requeata and then 
not take care of them, ,ou see . 

Yea. 

I have just got to do smnething. Herbert can 
decide what he can, but the letter to be 
written to Connally for my signature should 
be prepared by you and I would like twenty
four hour service, ate. 

You alao wanted to be reminded about KcSWeeney, 
of Ohio, for Bond Adainistrator, who waa 
auggeated to you by both McCormack and Cooper. 

I have the answer on that. Would you like ae 
to gin it? 

Please. 

llcCormaok called 11e and I told hl.ll I would be 
glad to talk with McSweeney. llcSweeney haa 

This i an ' t the man from Vaaaachuaetta? 

No, he is from Woofter, Ohio, former Congress
man at large in Ohio, and for ao11e yeara a 
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aember ot Congress representing the district 
in which Wooster ia situated. He ia a ver7 
nice and able man, former Public Director 
of Public Weltare for the State ot Ohio, I 
found in talking with bia. 

A candidate for the Senate, wasn't be? 
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He was Democratic candidate, as I underatand 
it, for the Senate the last time, and he eeema 
to have a great aanylliagi vings about under
taking thh job. 

I talked with hi• 7taterd&7 the laat tiae. 
He was on the verge of leaving tor Ohio. Wbile 
we did not co-mit ourselves a~ut appointing 
him aa State Adllliniltrator in Ohio, of couree 
I told hia that I thought it would be well 
if he would go out there and atud7 the liter
ature and material which I gave bia, and talk 
to people in Ohio generally about this problea 
and wrlte me, because I am not sure that the 
aan wants the job. He aee11111d to doubt bia 
own abilttr to handle it. That ie the status 
of that cue. 

Norman, write an interim letter to John 
KcCormaok and who elee? 

Jere Cooper. 

An interim letter, and get the facta from 
Harold Graves. 

He has talked to the aan and be baa taken 
the thing under consideration and that we 
will be 1lad to keep hia poated l ater on. 
We have uet got to take care of these people 
on the H 11, see? 

Get rour facta from Harold. Write a letter 
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for Mf signature today on those two people. 

Now, what other ones are there? Oh yea, this 
80 and 80 from Massacbusette. 

Well that man - I talked to Congressman 
Healey about him, no others, although I 
understand that other members of Congress 
han talked with Herbert on this thing. 

I talked with the Secretary, and he repeated 
it to ae. 

I told this man when he came to see ae that 
our Deputy State Administrator in MAssachusetts 
would be appointed on the recommendation of 
llr. Daugherty, and that therefore he should 
see Daugherty. He didn ' t want to see Daugherty. 

He told me that we had the authoritT to appoint 
him as Deputy State Administrator w1thout any 
reference to Yr. Daugherty's wishes. I told 
him simply we would not do that . 

He left in a bad humor because we wouldn ' t 
proceed with hie appointment without any 
reference to Daugherty. I haTe eince talked 
with Daugherty and Poland, who is from 
Va8sachusetts, and both tell ae that this 
man has utterly no qualifications that would 
interest ue. In fact, he has characteristics 
which would definitely disqualify h1a for 
work of this kind. 

Kr. Daugherty's idea, with which I ag~eed, 
is that he has got to giTe a non-part1aan 
cast to this organization in Massachusetts 
if it is to m.ake any appeal to the ci tizena 
ot that state. He himself is a Democrat, 
and he seemed to feel that the smart thing 
to do would ba perhaps to get some Yankee 
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Republican aa hie deputf and under the 
circuaatancea I haTe to d Herbert that I 
think it would be a bad aiatake for ue to 
make an;y uae of this fellow. 

Can we place part of the blame for turning 
him down on Daughert;y? 

Well, Dau,ghertr bu told ae he wouldn't hen 
hia. I would hatl"to eabarraaa Daughert;y 
anr further than we hue to, aa he ia starting 
hie job up there. 

Supposing ;rou write a letter, llorun, along 
these linea. You can find out ! rca rq office 
who are tbe people intereeted. Siapl7 aar 
that in Tiew of the fact that we haTe appointed 
a RooaeTelt Democrat to head up this matter 
in Vaaaachuaetta --

Oh, oh, oh, excuse me. No. You are getting 
into something there, air. 

Ro? 

No, that ia the DeTer campaign and DeTer got 
licked for GoTernor because he wasn't the 
least interested in Rooaenlt and Dan Daughertr 
ran Denr' a oupalgn. VcCoi'IUck and Healer 
lmow that. 

lbere waa Daugherty? 

He waa I'Uilning DeTer' • caapaign. 

Who ia Dner? 

DeTer was the Democratic candidate for Governor 
who would have won had he been for Roosevelt. 

Well --
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Better leave that phraae out. 

It is much better to write a forthright 
letter and aay that we are trying to keep 
thia thing, inaamuoh aa we want to appeal 
to all the people, we are trying to keep 
thia thing on a non-partisan baaia and th.at 
there is the faot that we have Mr. Daugherty, 
a very proainent De.ocrat in Vasaachuaetta, 
who h heading the thing up and both Mr. 
Daughert7 and I feel thAt his deputy should 
be a Republican. 11bJ- not aay so? 

I wculd auggeat that we say, "should be 
aelected without regard to any political 
baclcground. • 

O. K. Fix me up aomething like thet, Norman, 
and before I get it let John Sull ivan initial 
it. (LaugHI!r) 

I walked into that one. 

Well, you can make any changes . 

.Ul right. 
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Now look, these letters which are political, 
inaamuch as they are political, I want Herbert 
Gaston to initial on iall of thelll; and where 
they come from Vaasachusetta , New Hampshire, 
and so forth and so on, with anybody displaying 
any interest, like Sullivan, he could initial 
it . We han nobody here fro• Ohio, but I 
want this thing to flow to ae. I want to 
service these people. 

Let Herbert - if rou have got any doubts, 
we heve got a pol t ical committee . It is 
Helvering, Gaston, and Foley. Throw it on 
them and get thm to decide and you write 
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the letter tor .. , 10u aee. You are on 
that, aren't 10u? 

Yea. 

There is Gaston, Fole7, and HelTering, 
i an't that right? 

Yea . I think John is on it , too. 

I thought I waa talcen ott that. 

J.nd Tho~~paon . There ,.au are. You han got 
70ur ca..ittee. Let thea aalce the aeciaiona, 
but 7011 see that I get the letter ana see 
that these things are taken care of, becauae 
the1 are Ter1 triendl7 on the Rill ana I 
want to keep them that way. 

Did these come in b7 telephone calla? 

We set a new system up thia morning. 

They are all new to me. 

2'70 

Kra. KcHugh ia the peraon that ia going to 
look aft er thea. She ia going to - ahe haa 
been go~ after - ahe will tell Harold GraTea 
I han ha<l. three calla on thh thing but 
nothing waa done, to aee that there waa a 
deoiaion, Juet tell Harold GraTes. 

Well, the thing draga on and on, so I han 
decided t hat from now on Kra. McHugh ia going 
to gl n 118 a little memorandum which ahe will 
giTe to Yrs. llotz to come in eTery morning 
&nd ever1 morning I will ra ise hell, ao you 
fellows can say, "Well, tor God's sake, we 
had better olean it up." 

·Just to keep the record straight, I want 
to ••1 that I think Daugherty is going to 
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do a perfectly swell job. I have never 
liked the guy. He is honest , and conscien
cioua, and industrious and ambi t ious and 
he really will do a swell job. 

I think I might give you something for the 
record too, on another aspect of this t hing. 
The appropriation that runs to us for this -
let's say the promotional campaign, is an 
appropriation avai lable only tor persona 
qualified under the Civil Servi ce rolls or 
experts whom the Civil Servi ce Commission 
may fermit to be appointed i n the absence 
of C1vil Service el igibles. 

In other words, we have always ~ot to make 
a showing before the Civi l Serv1ce Commission. 

All right , that i s for the record and on 
the record it i s your job to fight and see 
that those rules are lived up to . 

I am doing that , sir. I don 't think we have 
yet submitted people to the Civil Service 
Commission who have not been well qualified . 

And if you succumb to thi s political pressure, 
you are not hal f the man I think you are . 

Well, we haven' t oaved i n yet. 

I haven't put any pressure on you yet , so 
keep on fighting and hop~ but just remember 
we have got to get a little legislation, 
too, and we have got to get some more moner 
on the Hill . There is a happy medium on a 1 
of these things. But it also - excuse me . 

The letters, Norman, t hey will be brought 
up at nine- thirty now every morning, and I 
want you to wri t e the l etters and see that -
see? 
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Now, one other thing I have got in ~ mind. 
I have got no no tee on any ol' this . This 
clerk that comes from the home town of one 
Jere Cooper, she is a slater of the leading 
banker, she is a sister- in-law of the leading 
doctor, abe is a cousin of the leading - -

Judge of Probate. 

•••• • judge. And abe ie the aunt or the 
leading funeral director . 

She is practically the town. 

She is all the town. Now, what is she doing? 

She is doing only average work. 

What is she doing? (I.aughter) 

She is doing a very routine , average type 
of work. 

In what group? 

Foreign Funds. 

Foreign Funds9 Well, could ahe qualify under 
Civil Service for Defenae Savings Bonds? 
Could she be transferred? 

No. 

She couldn't? Why noto 

She has no Civil Service . She will ap?lY 
for Civil Service if she stays in Fore1gn 
Fund e. 

What I waa thinking of was giving her a raise 
and putting her aomewhere else. 
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We could detail her. 

?lhere? 

To Harold Graves . {Laughter) 

How much ia abe getting? 

Fourteen forty and wants eighteen hundred. 

That is too .uch. 

I would suggest we give her sixteen twenty. 

It is worth it . 

You remember, Vr. Secretary, we wrote a 
letter in that case and said we would give 
her a promotion after she had been here 
six months . 

He obj ected because I didn't write the letter. 
I han got to sign it and I have got to give 
it to her. 

So, get her out ot that place 1nd put her 
someilh.ere elee and I wi ll sign the letter. 

I have got to get into this one, too, because 
you sent me up to aee Jere and I explained to 
him that it was the rule of the department to 
walt unt i l they had been there alx months . 

Well, I know, but he didn ' t expect this to 
be turned over to you or somebody else. He 
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told me ell of that hl.maelf. 

He told you part of it. 

And then I said, "Well, Jere, here ie the 
rule, Now, I think you are smarter to wait 
until the six months is up, and then nobody 
can accuse you ot getting special treatment 
tor your own constituents . " 

Well, he didn't like that put up tbet way. 

He says , "Well, I expect ei ghteen eighty 
&nfll'ay • • 

I said, "1 know you couldn' t possibly get 
that before the six months is up, and I 
don't know that you could get it then; but 
1 think you would be better to put your 
trust in the Secretary and wait until she 
serves the regular length of time. • 

Now, I don't know whether you can put her 
up to eighteen eighty at the end of six 
months. That is the figure you used to 
me. 

Eighteen hundred. 

Eighteen hundred. 

Eighteen what? 
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Eighteen hundred. 

What is the girl ' s name~ 

R-h-e-a is the laat name, I think. 

Colline Rhea. 

Well, Miss Rhea, and she is getting now how 
IIUCh? 

Fourteen forty. 

And you think we can put her to what? 

Sixteen twenty. 

That is three jumpa . 

Do you want me to tell him we will do this 
on the first of July or should you tell him? 

The thing he is complaining about , he wrote 
• a longhand l etter, and I didn' t answer 
it . 

He expects a ainimum of eighteen hundred. 

Supposing when I get a chance I call him up 
my eel!~ 

Fine. 

I wi l l call him on the phone . 
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Now, having done all the important business 
of the day, I am exhausted. 

This is no time to give you Joe Guffey's 
troubles . 

I t is important, though. We have got to 
keep these people happy. 

We have got a bad mesa with Joe Guffey on 
the Deputy Collector of Internal Revenue 
in western Pennsylvania. 

After all, he can't come out for Roosevelt 
for the fourth time. 

He said he had never ao much as gotten a 
glass of ice water from the Administration, 
and I remi.nded him of a couple of glasses 
of ice water he had gotten. 

I would like to remind him of a few. 

Well, what else have you? 

We have a young lieutenant engineer in the 
Coast Gua.rd who would like very much to go 
out on these cutters as a United States 
observer on the cutters in British service. 
I don't think we ought to encourage the 
idea at all. 

No. 

Lieutenant Alger. 

Here is a Coast Guard bill pending in t he 
House now. Hearings are being held to 
clarifY certain acts relating to the Coast 
Guard. Itwould be o.n appropriate time, if 
we wished it, if we were permitted to amend 
the statutes so as to provide that the 
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President, either in tiDe ot peace or in 
time ot war, could aaaign to the lfav:r 
such parte ot the Coaat Guard u he wished 
to auign. In other worda, not to -.te it 
obligato17 that the Coaat Guard go to the 
Nn7. 

This ia a bill? 

We hue no bill up, bat ther e h a general 
Coast GUard bill amending verious statute• 
tor other purposes, and 1t we whh to change 
the law so aa to rmaove that obliga to17 
pi'OTilion that Coast Guard JBilst go to the 
!&'f1 in tiM ot war, it h a good tl..- to 
do lt. 

Try it. 

You think without consulting - just - with
out consulting anfbody we can ask tor the 
mnendment up there? 

I can't handle all of this stuff. l(r 
lllind jutt can't take it all. 

Well, the question is whether we ought to 
consult the President directly or through 
the Burelll of the Budget aa to whether he 
1a willing that we should amend the law 
in that WIT• 

!he noraal WIT would be to write a letter 
t o the President, and I will sign it. 

All r ight. I wondered 1t 70u thour.bt it 
worth While to mention again sometfme those 
ice breakers. The fellows have made a nry 
careful study of--

What should I do with it? 
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It an occasion arose wbere you oould 11e11tion 
it to the President--

There is no use ot mentioning it. It ;ron 
write a letter tor me. Is the thing rea~? 

We haYe submitted an estim&te and it is in 
the hands ot the Budget and the Budget mq -
ft han alreadJ had a he&ring. Wusche has 
been onr there . 'nle Budget mq step on 
the ice breakers unleaa the;r are apeciallJ--

Well--

We will let it go just with the hearings. 

Did you want to aee - Martin Nicholson is 
still in town. De ;rou particularly nnt to 
see him? I don't know anr special reason 
you should. 

I forgot last night about it. I go into a 
aeries ot meetings. It he can be here a 
lew minutee before eleven, I will shake 
hands with him. 

.ill right. 'nlat is all. 

Ed? 

I han an anal.;raia ot the two dratta ot 
the l ease-lend agreement, one ours and one 
the State Department's, and I would like 
the chance to "tallc to you about it because 
the state Department ia trying to push us 
on it. 

Well, just skip that. I mean, don't bring 
up anything new toda;r. It you don't mind -
it there is something that atteota toda:r'a 
buaineaa or &n7bodf, I will help you, but 
nothing new. I just can't take it . Ask 
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What's-his-name for an appointment. Have 
you got &nfthing you want to clear to~? 

I have got nothing I have to clear. 

lll right? 

Sure, I can alw81's let it go. 

I mean, &IJT1;hing that should be cleared 
to~. 

Well, no. I will have acre t0110rrow. 

Well, maybe I won't do so much talking to
morrow. 

Apparently this news story on the dinner 
at your house lo!ond81' night came from the 
Hill. I talked to Doughten. He said 
a newsvaperman came to him and he said, 
"I don t know anything about it." So the 
newspaperman eaid, "VIell, I have already 
talked to lo!oCormack." So Doughten called 
MCCormack, and KcCormaok said, "I don't 
know where he got it. He came around and 
said, ' I understand you were at Secretary 
Morgenthau's last night.'" I don't know 
whether JlcCormack talked to him or not. 
Chick said yesterday morning one of his 
boys cme in here and said this man from 
the Hill had told him about the dinner. 
How about it? 

)fqbe while Connally was awake he talked. 

An1thing? 

No, nothing that can't wait . 

Phillips came in last night after you 
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talked with me, and he promised to put 
this proposition 1n hla own words 1.t 
Keynes dOesn't make it clear. It is 
about the - along the lines n thought. 

Did ;rou have a chance to get fill memo this 
morning? 

I got it, but that information is not 
&Tailable . Phil Young tells me it will 
be aTailable - I have the allocations 
and, ot course, the actual expenditures 
are leu than halt a million dollars. !a 
to what contracts are entered into, Phil 
said he won't have that for another da1 or 
two. 

I don't think it hae seeped through from 
the War Depar tment ;ret. 

Do ;rou know how much of the seven billion 
the7 haTe been getting? 

Two billion eight hundred million, I think. 
I will have it. 

All right, just eo ;rou have it. 

No, it is three billion eight hundred 
aeTent;r- four million that has been allocated. 
Of which one billion eight hundred million 
wae for airplanes. 

How much? 

One billion eight. 

And how much has been spent? 

I think it shows up on our statement at leas 
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than a hal! million dollars, largely or 
all of it probably for administrative 
expenses. 

This fellow Keynes is coming over here -
in the r oom here - to trr to get another 
lend-lease bill, so I asked Dan to take a 
look at what the situation is. 

Maybe he is goi.ng to testitr on the tax 
bill. 

As I read lierle ' s umorandum it is the 
airplane section of that bili and, as :you 
recill, the:y asked for an appropriation 
out of the seven billion of onl:y two bil
lion and fifty-four million for airplanes 
and parts, and out of that two bill~on and 
fift:y- four they have allocated one billion 
ei~t hundred ninety-six million which 
on leaves approximately one hundred fifty 
mil ion dollars to be allocated. 

Can't they transfer twenty percent? 

Yes. As I recall, they can increase that 
sum by twent:y percent, and they can de-
crease an:y of the others not more than thir
t~ percent in order to make up that money. 
The largest one is for agricultural products, 
one of the largest, one billion three hundred 
fifty, and they have onl:y allotted two hundred 
twent:y- five million, and one of the other 
large ones, a billion three hundred for t:y
three million for ordnance and ordnance 
stores, and they have allotted seven hundred 
twenty-five million, a little more than 
half. The other one was a little more than 
a sixth. So they could get another four 
hundred million dollars by reducing the 
others. I thought probably to do inything 
else would take more legislation. 
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I can see you (Foley) at eleven thirty. 

All right, thAnks. 

And we have the Canadians in at ten fifteen. 
I got in touch with Young and Cox yester
day. They have given me a written memo 
which you might want to see before we start 
the meeting. 

I will, it I can. 

Or at least Dan can tell you how we feel 
about it here. 

All right. 

Senator Tydings hu written to James '\'far
burg to ask whether he will appear as a 
witness on automatically balancing the 
budget . Warburg writes to you and asks 
whether this is seriously put forward. He 
says he does not wish to be a witness 
unless you think this 1e important. 

Well, we learned, De.n and I , there s.re 
five hundred letters sent out by Brookings 
Institute. They are the people that sent 
this letter out. 

How would you &naWer th.ill Warburg? 

Oh, I think he has got to use his own ju.dg
ment. I don't think we can advise people 
outside as to what they should do to that. 

He asked specificallY whether the Adminis
tration is behind thls proposal. 

The answer is no. Tell him it is Brookings 
Institute and tell him that we understand 
that five hundred letters went out. 
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In t he atreau of the Budget they on}T eent 
one letter and that to a subordinate and 
that subordinate has been given instruc
tions to ignor~the letter. 

Could he tell hi~ that in confidence. 

C»>, I don't know as that ~eana I.Jl1thing. I 
thinlc I would let him use hia om judg,aent. 
Just tell him it 1a not an Admniatration 
measure. 

Probab}T Lew Douglas has got one and eveey
bod;y else. 

That is all, sir. 

I have a few ite~s. One of them is the 
breakdown figure s on those agricultural 
expenditures. I have those. 

Hold them. 

And t his question of the agri cultural loans. 

Well, I will have 0' COllllell in in a minute. 

All right. I think all the other is mate
ria! that ca.n wal. t. 

Good. 

Do you wish to see a few stories? 

What? 

Do you wi sh to see a f ew newspaper stories? 

Yea. Thanks. 

That is all. 
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You wanted to know whether copper was going 
to any place but the U. K. The answer is 
yes. More copper i s goi ng to non-British 
Empire countries than to the British Empire 
and China, in April . 

Can you give me the breakdown? 

Yes, we have the figures here . 

Thanks. I spoke to Harry White last night. 
He finds everything very interesting. 

\'/here is he? 

He was at Norfolk yesterday, and he said, 
"They told me to go down to Norfolk and I 
would see four hundred men working down 
there on WPA on a defense project, and I 
was never so disgusted in 11rf life . " He 
said, "I went down there and sa" peo~le 
splashing a lot of paint and shovel1ng 
gravel around," and he says, "I hoped I 
was going to see somethin& good~ but up 
to now I haven't seen anything. He said, 
"It is the most discouraging thing. " He 
said, "'Now you l ook at that and that is 
going to be good. Now, this i s a good one.•• 
He said he gets - he said he has yet to see 
a good project. He i s to call again tomor
row. 

That ought to be a good place for ~A when 
they can' t get labor down there--

He sounded very di sgusted. 

Harold? 

I have nothing. 

Dan? 
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Mine can wait except that Dr. Burgess 
wanted to aee 70u tomorrow to pay his re
apeota and, aeoond, to hand to 70u the 
answers to the Wagner questionnaire by' 
hia Committee of the American Bankers. 

Elenn o'clock. 

It I could see 70u sometime todq. Do 
~~ an open IIW'ket meeting next nek, 

Yea. 

Eleven? 

Yes. 

That is all. 

I have a deferment case in Customs. Yr. 
Shamhart is a Lieutenant Commander of the 
Nav,r, and Mr. Johnson baa asked tor a de
ferment. He is a very ~ortant and valu
able man over there, but 1 don't know whether 
we oan aak tor a deferment since he is a 
reaer?e officer and presumablT should ser?e 
in that capacitT· 

Will you talk to Gaston? 

Tea. We talked it over with 70u once be
tore, and aa a result - Sbamhart wrote a 
letter biaaelt requesting deferment, and 
the7 ban now turned it down. 

Who 1a "the7"? 

The Nav,r Department. 

Is he a Ueutenant Commander? 
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Foley: 
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Thompson: 
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H.M.Jr: 

Yes . 

He ought to go. 

Well, the polnt is they will have hlm doing 
work over there that is probabl)' less 
important than the investigative work of 
the Customs Service that he is in charge 
of now. 

I can send it along, if you want to st81' 
out of it? 

No, I don't want to uk him. 

Well, he will have to eerd. 

I can't help that. 

You mar be interested to know that the Navr 
Intelligence is hiring our men and various 
invest igative services quite freely 
around the count~, not reserve men being 
called in, but they are going out and pay
ing men who are getting, for instance, 
twenty- six hundred in the Treas~ Investi
gative Services, and they are offering them 
thirty-five hundred to cOM onr to the 
Havr as investigators. They are hiring 
quite a lot of men br that me thod. 

It shows they are smart. 

That ahowa the men are smart . 

~ I be excused? 

Yea. 
(Mr. O'Connell entered the conference.) 

O'Connell, you are having a meeting tomorrow 
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aren't you. 

Yes, sir, at eleven. 

I wish you would raise the question that 
according t o the newspapers, it says that 
Yr . Henderson is taking the position that 
it is all right to raise agricultural 
prices up to eighty-five percent of parity, 
and I would like to know whether that is 
so, and, if so, how does he justify it? 
If you read the stories toa.r - and you 
can tallt with Haas. He can give you a lot 
ot stuff. Now, in the room here, and I 
don't want you to pass it outside of this 
room, the Director of the Budget told ua 
yesterday he is going to recommend to the 
President he veto this bill, but if you 
will read, and George will give it to you, 
Collin's article in the New York Tribune 
of J.!onday, "Inflation by Legislation, " 
isn't that what it is called? And how 
can Henderson justifY this , and particu
larly when you see hlm, George can give you 
a lot of charta on what has happened since 
they have talked about this thing. I mean, 
Ed O' Neal gets up and sars, "Well, it won't 
increase the coat of living more than five 
percent. • 

Now, from the Treasur,y' s standpoint, they 
have got t o increase the borroWing power of 
commodity credit by a billion two hundred 
million and they are just freezing these 
prices, corn, wheat, and cotton, and if 
th~ do it for that, there i s no reason 
why they shouldn't freeze wages and evecy
thing else. It is just a spiral, and I 
just want to lmow and if you consult with 
George, "How does he juetif{ his position. 
I don't see how he does it. So will you 
raise that? 
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Cert&lnlT. 

And 11111oke him out on it. 

.Ul l'ight . 

And get rour facta and t1gurea troll George. 

Thank ;rou all • 
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TREASURY DEPARTMENT 

INT~R OFPJC~ COMMUNICATION 

., .... Vq 14, 1941 

TO 

,.OM 

Secretarr Korgenthau 

Herbert llerillat 

HEARINGS OF W!YS .lND lWNS CCIIIli'J'l'EB 
Wednesdq, l!q 14, 1941 

No one appeared to be muoh impressed b,r a prote1t againat 

the proposed check tu. 

Profe1aor lrTing Fisher proposed a graduated tu on spend

ing in lieu of inere&ses in existing inco• taxes. Republioan 

members expressed considerable interest in his plan, but pointed 

out that it would not raise the revenue required immediately. 

Fisher said the revenue goal of the Treasury was too high and 

Jenkins remarked that the committee might not find it possible 

to rai se st billions in additional revenue. Doughten asked 

wherein Filher 'a plan differs from a general sales tu and Fiaher 

replied that his tu, UDlilr:e the sales tu, would be graduated in 

rate. In response to a question from Crowther, Piaher said he 

favored adoption of the Keynes plan in thia countey. The Dea

ooratic aide did not question Fisher much concerning his tu 

proposal. 

The committee was attentive to an argument of brewer• 

against increased taxes on beer, but questioning of the witness 

was deferred until tomorrow. 
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TREASURY DEPARTMENT 

INTI!It OF'1"1CI! COMMUNICATION 

DATS llay 111-, 1911-1 

TO Secretary Worgenthau ,,c 
Ur . Coe 

Subj ect: Conference with Canadian ottio1ala. 

Preoent: Dr. Clark, Kr. Sbielde and Kr. Coyne ot the Canadl.&n 
Go?ernaent, and Secretary Korgenthau, Kr. Bell 
Kr . Cochran and Kr. Coe ot the Treuur:r Kay 14 at 
10:15 o 1olook. ' ' 

Dr. Clark presented orell;r the proposal aade 1n 
the memorandum ot May ~presented b;r Dr. Clark to Kr. 
Cochran, and diaoueeed 1n the meeting or May 12 with Hr. 
Bell. He outlined the admini strative difficulties ot 
transferring a large volume ot existing oontraote trom 
Canadian p rivate tirma to the United States Government. 
Theoe contracts cover the goodo which Canadian tirme had 
previously agreed t o purohase in t he Unit ed States to 
manutnoture war materials which will go to the United 
Kingdom. Dr . Clark intimated that out ot approximately 
$220 million ot such contracts which it la now permiss-
ible tor the United Kingdom to len4-lease in the United 
Stntea and to s end to Canada, t here are $100 million 
worth ot goode where the problema ot identification and 
trnneter would be dlttloult. Hie proposal was thet 
Canada should p&J out thla $100 a1ll1on tor these lteaa, 
and that instead Britain ahould len4-leaae in the United 
Statu another $100 alllion ot goode which would be sent 
to Canada but would be used in the Canadian war ettort, 
each item ot whloh would not have to go to the United 
X1ngdom. Attar eome disouealon, Secretary Korgenthau re
otated the canadian proposal and gave hie opinion thet it 
would be all right t or $100 million worth ot detense 
articles to be eent under len4-leaae t o Canada irrespeoti?e 
ot ita tuture destination it Canada eatiatied this oount r:r 
that it was undertaking to use its own dollars to complet e 
the purchase or the same amount ot goode on British account, 
The Seoretar1 atated that Dr. Clark and Sir Frederick 
Phillips ot the Britiah TreaaurJ ahould joint ly initial a 
abort memorandum aatting torth th.ia proposition, and he 
stated that he would turn t his proposal over to Kr. Hopkins 

/ 

Regraded Uclassified



I 
t 

- 2 -

with the reoa.mendation that 1t receive favorable oon
a1derat1on. 

In the oourae of the d1aouaa1cn, Secretarr 
Korgenthau po1Dted out Chat he had aever&l ttaea not1oed 
the reluotanoe of Canada t o enter 1Dto direot le~leaee 
obl1gat1one but that he had ntTer reot1Ted a .. t1etaotorr 
explanation of thie attitude. Dr. Olarlt a4111tted Chat 
there wae euob a reluctance and though he agreed that 1n 
a long -.r lt aipt be 1apoaa1blt for Canada to no14 
beooa1nc 1n4ebted to the bntted ltatee, he etated that 1t 
waa the 4ae1ra of the O.n•'''" autbor1tlee to aalt8 the 
••T'F!a ettort 1n &14 ot BrUa1n out of eanaaa•e on r•
aouroee and, 1t poeaibltt to aToid baoaaln& indebted to 
the United ltatu. 'l'he seoretarJ r•1Dded Dr. Olarlt tbat 
Canada had not ;ret eold &n;r ot her eeourlt1U and Dr. Olarlt 
replied that the aaobiner:r tor talting onr and .. 111ng 
theoe eaou.rl t1ee •• now read)' to •0!•· 

Kr. 8h1el4a, Deput7 IUnleter of llw11t1one and Suppl;r, 
1ntoraad the Seoret&rJ that Oanade had Juet eet up a new 
corporation -- War suppliee L1a1ted -- from ~lob the 
United Statee War Departaent would aalte puroh&aea ot war 
material• produced in Canade. The United statee War De
partaent had not wanted to purob&ee goode froa a tore1gn 
goTernaent. 'l'he new corporation Will eub-oontraot the 
order• placed b;r the United Statu. 'l'he United statu will 
get the eaaa price• and pr1or1t1ee &a would the Canadian 
Governaent. !he new oorpor&t1on 1e non-protit and 1a 

guaranteed by the Gonrnaent. 
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1fay 14, 1941 

Barry Hopkins had lunch with me today. I outlined to 
him tho agreement that I had come to with Clark of Canada· 
namely, that of tho $120,000,000 which Canada baa on orde~ 
here for supplies to go to England that they sho'uld be 
lend-leased directly to England; that on the $100 000 000 
Canada has on order for many small items which will ~lao 
go t o England, that instead of trying to'lend-lease this 
$100,ooo1ooo1 England should place a new order for $100, 000,000 
of suppl as n this country for Canadian use . Hopkins agreed 
to this. 

I also told Hopkins that the English bad brought up the 
question of the three or four hundred million that the .lr!:lf 
and RFC were to take over, and that they needed to buy ecce
where be tween 250 and 300 million of some special supplies. 
Hopkins asked whether we couldn't clean up the whole thing 
in a lump sum of 500 million, and I told him that I thought 
we could. 

Hopkins wanted to di scuss the question of what we were 
going to do and what t he President was going to say in his 
speech on the 27th. He said that following Hull, Stimson 
and Knox the President had to say soraething, and that most 
of hie friends felt that the next move was to get us into 
the war. I told Hopkins that dur ing the last week or ten 
days that I had arrived at the conclusion for the first time 
that if we were going to save England we would have to get 
i.nto this war, and that we needed England, it tor no other 
reason, as a stepping stone to bomb Germany. I told him that 
we also needed the British Fleet. 

You could see that Hopkins wae groping and didn't seem 
to have the answer, so I made this suggestion. I said that 
instead of the President trying in some way to declare us in 
the war, how about doing something internally first . I 
suggested, first, that be declare a national emergency; 
second that he create a Cabinet post for supply; and, third, 
that h~ create a position for home defense ; and ~hat after be 
did all three of these things and sent them up Wlth a message 
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to Congress and announced who the respective individuals 
would be , I felt "nnfident that these combined moves would 
be well received because he ought to first take care of 
our internal situation in my opinion before be took on any 
ext ernal situation. I gathered that Hopkins agreed wit h 
mo . 

I think that both the President and Hopkins are groping 
as to what to do. They feel that something has to be done 
but don ' t know just what. Hopkins said the President has 
never said so in so many words, but be thinks the President 
is loathe to get us into this wsr,and be would rather follow 
public opinion t han to lead it. 

I then told Hopkins Dr. Wise had been ln to see De, and 
wanted to know if there was not some way of making it possible 
tor Jews in Palestine to enlist in the English A~ u~ to 
50, 000. I t old him that Dr. Wise said there hadn' t been a 
single Jewish soldier captured alive, and that General Wavell 
publicly bad complimented them on their fighting ability. 
Hopkins said be thought the man they should see was Halifax, 
end I told him that I told Dr. Wise yesterday I thought 
Justice Brandeis should see Halifax. Hopkins said be would 
see what he could do and would try to find out how the English 
f elt about it, and ~ossibly the President might say something 
to Churchill. Hopk1ns asked whether he would have to see Dr. 
Wise and I told him no but I asked him whether I could tell 
Wise'that he was going to look into it. Hopkins said I 
could. 
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,_ Mr. Coollru 
STRICTLY CONFIDENTIAL 

!Mro h a"aoba4 llolro\o a OO'p'T at a_..._ lo,_ wltll M at II o'ola* 

\h1t ottanooa- ...... Clarlot-' 0.,.. ot c--. u -·to~-.,.,. 

Uoo ttl tlia Cnzn11 • pnpoeal .&loll llr. Clarlot ,... __ \o - IIUIWy ~· 

.. ral.ac. oa4 h •lcMl 'T '-til Wzo. Clarlot, Depoa\:r llialetor ot ~ at o..k, 

u4 11r l'N4er1.411: ftllllpe . Va4er lleoro\ar;r at tllo :trlUoll ,.... I • 

llr. C1arlot \oll. M til&\ 1oe h •Ul&M to otq.,... ..._ -.. .... It 

wo - ..,. tvtllolr "'"•U• oa \ldo --· loe wn14 M luMir to M.r t ... 

u. Jvtlla...,ro, 1o1 wn14 "' cla4 \o -. ov a4Yloo ao \a 'tdla\ \he mn o\op 

obov.l4 bo. lbov.l4 1oe \o•rro• p\ la \ouh wlth oltll.r llr. llapll:lao or ...... 

roue .. , Cos, or olloal4 •• Co:rm .. tlllo a\ - ••l:r 4&\ot .. - lleoro\ar;r 

.?..,. ••- tor tbll Oa-'1_. t.tlovloc toil _.,.rmUoa wltll llr. llopld.u tldo 

Regraded Uclassified



c 
·o 

p 
T 

(llaD4e4 bT Mr. Ol&rlco , Depuq. ICinl ot.r ot J'iauco of c.,.. 
to llr. Cochr"" lD tho !roumT a t II p.a. , lloT 14, 19111.) ' 303 

from .April 20th, 19111, to .1\lDI 30th, 1942, lt voulcl. be DOCIII0%7 t or 

CMftda, UDder p rooont p rost"ca• t o opend ~rold.•t•l.T $220 allllon lD u.s. 
tllftllo tao purchaooo iD the Unit.cl. Stateo ot artlcloo &ll4 uter1alo NqU!racl. 

tor C.,.,d!OD pro411.11tloD t or tho 11111 ted n~. Ia tho ~ Park DeclaracUo• 

of .l;>rll 20th, 19111, it Y&l ecroacl. that 1 1D 10 tar ao CMad& 1o cl.ofonao IJV'lhoDOO 

to tbo Un1 tecl. Stat.o conoiot of co,.,o111nt parh to be uoocl. ln oqol~nt aD4 

IIWil tlono vhlch Ot.Dacl.a 1o pro4uc1nt; t or Croat ! r1te1n .... Groat !rl teln Ylll 

obtain theoa parte Wider tho X..aoa-X..nd A.ot end t orvarcl. tho• to Canacl.o tor 
lnclnolon In tho !1111 ohocl. a r tloloo. • 

Part <>! tho ootlAatocl. -Wlt ot $220 allllollo ,....roaonh tho ~ ot 
u tonoo artlcl oo which roteln tholr 1denu tT 1D tho procau ot bo1JIC 1aeorporat.4 

lo Callecl.a lllto war ouppllco f or tha Un1h4 Xiacdo•, or which are othorYlao roa411.7 

14eot1!1able u4 capable of bolns cl.oalt Yl th 41roctl.7 u4 offoctlftl)' ucl.or tho 

...,hlnoey ct tho X..aoe-X..ncl. A.o t , Tho balance conoloh of o YOr)' l arp -bu 

ot \t""•• 1nclu41ns •torialo, Whlch 1t woul 4 bo voey cl.lfflcult oo to 1cl.ontlfT 
t.n4 a4mll>1ot.r, lDYolYlns thoa..,.cl.o ot contraoto which woulcl. lncl.lYl411all)' rop

ruoot Yeey .-all ... o. .U pro oont U lo oot1•to4 that tho tor.or catosoey 
v!U o=unt to approld.,..t.l)' $120 allll oll tor tho porlod •ntlontcl., an4 tho 

eocon4 catosoey to about $100 alllloll. 

Purouut to tho !ITdo Parle Doolore.Uon, lt 1o au eod thot tho Ul11te4 

Kln¢om ·vlll cbtaln under tho X..aoo-Loncl. A.ot tor torvarcl.lns to Oana4a, 4otonoo 
ar\lcloe up to a t otal Yaluo of approld.-tol)' $220 allllon, or euoll POIUit ao 

'llll:f bo dctoralo.o4 from tiM t o tiM to roproaont tho actual Yaluo of tha 1 11111 to4 

Statoo cont.nt1 of Canacl.lu l!ar 8opplloo to tho Ul11 to4 n~. Ill part thoao 
vlU he the aotu.l artlcloo ropro aonte4 b)' tho flrot e"tosoey Mntlonod aboYO • 

.lrtlcloo cealJIC v1 thin tho ooco114 catogoey Ylll cont1D111 to bo purchoood 111 

the 11111 te4 Statoo and pa14 for 111 oo.ab bT Canad.a, but Cua4& will he c011p1,._ 

oawd by othor cl.otenoo artlcleo to u equhalt Dt • alue, whlch U woulcl. o tho,.. 
• h e hove to purchaoo 1n tho Unl ta4 Stateo. !'booo will be obtaiMd by tho 

United Xlngdooo uncl.or tho Loaoa-Lon4 A.ot &ll4 truoferred to Oana4a. 

!be object ot thio 11l>Urotal141ns 1o to carey out the poupoaoo of tho 

I!J4o Park DeclaratlOll oo that Oaud.a ohall J>Ot haYI to !>&T out U. s. cl.olloro 
to puzcheoo u.s. soodo which ... ult ! ... tol)' to be ouppllc4 to tho Ul11 to4 

lillfi'l<.• · 

(SiP-') If, 0. Clark 

J'. Phl Ulpo 
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THE UNDER SECRETARY Or THE TREASU~V 

TO TIU SECR!:T.U!I: 

Colonel MeechA• ot the War Department ea~• to 1 ee me 
tl>ia afternoon, otaUDI! that ho ha4 'boon In contact v lth 
Canadian otfici&lo vHh reopect to tl•o purcb.oooo vh1ch tha 
1far Deparblent contoll]>lat eo 1D C.a&4a. He hao oooa Dr. Ciarlc 
aluee hla coJ:Lference v1tb you thle corulp,g e-nd Dr. Clar"" Wl4 
hi,. that he bad ozplalned to 70u vhat the Canadian Treaour;r 

304 

and tho W~r Dopartaent contemplated Ia connectloa vlth theoo 
purchaeo o and that you had agreed to the propooalo. Col onel 

Kooch ... oal d that vbilo tbio vao sood aovo t o tbo War Dopartaoat, 

Uador Seorotar,y Pattoroon thougbt that It vonld 'be boot for 
thea 11' they conld r;ot ..., l .nforaal con1'lrMUon ot tho 'freaour,y1 o 

appro•al. 

I aakod Coloaol Heechaa t o otato Just vbat tho a rrange

mont 1a. He oald that tho C&nadlan Oo""""'"t hao u t up a 
Canadian corporation entirely ovnod by the Canadian Oovorruoant 
ad I'Wl 'by C&nadlan offlclalo. Ju>:i orders vhlch tho lin Dopart

,.nt dulroo to place h C&Dada vlll 'be piacad Ia tho 1'1 rot 

inatanc. with t.b1e Cana41a.u corporation. 'Tb.e c.&n341a.a corpora
tloa v1ll then place thoae ordero thro..P tho Mlolotr; of SUppl7 

with tho Canadian coap&nlo a that thor want to &anufacturo tho 
=aterlalo tor tho War Dopart~ent. · Mr. Ciar~ explained that 

thlo vlll g ive tho ~ar Department tho benefit of tho CoD4dlan 
priori Hoe ayato,. and will give 1t tho ...,, prlcoo •• tho Canadian 

Conrllllont P"J'• tor ol a11ar ""'terlalo. Colonel l!eocham eaU that 
th17 will P&T tho Cana41&D corporation tor the aatorlalo Juat 
lib they voulcl pay an .ber ican corporation, nuel)', wlth doliar 

choelco. He vantecl to t:nov 1! tbia arrangecent 1a oa\lofactoq 

to tho Traaaur,y. 

I tolcl him that you hac1 told Dr. Clar~ that thlo aoamod 

llko a ~ood arn.ngomont aad offered no obJection to tho propoo&l . 

1 tolcl Colonel Kooehoa that oo lons ao the Canadiaa Government 

cllcl not coce under t ho I.eaoe-Lon4 Act and vao 1116k1ns Uo OVD 

purchao•• in the Ualtod State• aad poria& ror tbo• with Ito ovn 

dollara, we could not obJect to thi1 arr.nge~nt. At 
10~0 :~11 

the e&.na.dian Qoyeru:aeo.t c 011181 under the Leate ... LencS Act, t 
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be up to tbo ,._aoury to oeo that thh Gonnuoent cloeo Dot 
accumulate a large eupply of dollaro, I told bla that I 
thoU~:Ilt VI could control tbh, but it we could not we mlgbt 
have to &tk the• to •od1fy thelr ar~•ent tor theae purchaa••· 
Ro oalcl tblo wao quito oatlafactory to bl•. Re thought that 
&A IDfOr.&l undero tancllng of tblo obaractor botwooD tho fro&IU%7 
and the War Dopart•ont 1o oatiofactor,, but he would talco the 
matter up with Under Secrota17 Pat\ortoD aod If he preferred 
a cont1 nation 1D vrl tlng, the War Dopart•r~t would utlcl uo a 
letter. 

305 
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I~ COMMUNICATION 

fO - llr. Coallru ITRICTL Y CONFIDENTIAL 
.U U:OO a.a. to4q \M leoretarr Hcal'I'M Su he4eriak PUll 

Secrot..,. of tlw lrlUII> !raa1V7, ~tU. wUh Mr. Jolm ~ ~.lho4..: 
4hUJICIIilbe4 llr1Uib oooa.lot 1lbo 11 oomac ao abhor h tlw llrlUII> '1'r 

al4 IIIIo roc ... tl.T arrl'I'M 111 tu 1111Ue4 Statoo. !he rtou th11 aol'lliac .,.. ::•""7' 
oeaUauaUoa of Mr. ~·· flrot YloU 7••\oriaJ, lloooro. hll, Ooo aa4 0oa11roa 
won proont 41>rUc \M -uac. 

1M 810Z'otarr .,_ tlw ooanraaUoa liT lllforalac hio rtoUoro 'brlatl.T .t 
the plaD mtoh ho4 'bo• t•taUnl.T ~olupon at ~ -uac 'llhtoh ho4 Jut 
'M• coDC1114e4 wlth lloooro. Ol.rk, llllalolo u4 OoTU of Odad.a. !bl.o 1Jmllft4 

ln4-laaolac to ~aat lrltala to oo..,.naata Ou.a4a for oonotu ... at parto of az.. 
froa Oauo1a h ~' lrUala Which aro pvobaoe4 1a tlw 11alW stat... !ho 

Stclrt\'arJ tolol Phi.lllpa tllat ho ho4 aolcecl for a -ru4la of llw propool Uoa 
'ba WUale4 'both liT Phllllpo u4 Olarl<. loth Phllllpo u4 Xqaoo 

~ arranc-t wol>lol 'ba tuUo aooapta'blo, 

opoll:o flrot for tlw YloUoro. Jlo oalol that tho SaorotU7 would ro
ho hao1 proahod tho :Brl Uoh 'llhen tho X..llll X..aoo Blll wao pan ad that ho 

would oara of thaa 111aotar ao uiotillc coatraoto were 111Yo1Yad, 'but \lwt co,_ 

lrach fl'OII \haG oa llloulol 'ba IIIIUr tho x....d X..aoo M:l. !hoH&ftor tha Soorotarr 

WC1Il4 nol 'ba eoaoonaol wl\11 tlw olotallo of tha x....d X..aoo &dalnlotraUon, and uq 

... ua.u arlollll oa t1w worl<lac of tlw Mot wol>ld han to co to tlw x..ll4 X...oo 

ol.a1nlotratoro . J'vtMnooH, Phllllpo aald that tlw SoCHtarr ho4 adrload th• 

\bat U 11 wore a flaanolal Mlter tho llrlUoh ohol>ld aot take "'o• for aa aa-r. 

l'llllllpo otatool that tho lrlUoh ho4 'boon oarrTliiC on aloac th .. • llnoo for 

two 11011\ho, 'but thot thaT &H now 'bocinnillc to I'IIA lalo oortaln dlttlcl>l.Uoo 
wtlch arloo on 'both o14oo of tho wa"r. On thio aldo of tho valor tho)' tlllll that 

tbt.ro are HYoral 'TPI• of &PPlloaUo• 'llhlob rat•• .,sa1a1olraUn or poUUoal 

41tt1ou1Uoo for tho to41daiotratoro lwro. S.-UMo U 11 t.poool'blo to 'brliiC 

E
aol< for lopllT mulor tho M:l, and ollwr dlttlOW.Uoo ••• to 'ba of a 

nalva, 1 ,1 , , ln oonaaoUoa wlth applloaUono on 'baha1t of carlaln til 
ou u4 laolla. Phllllpo 1144e4 \lwt tlw llrlUoh had one co_.n pvoo of 

forJi'!' ·~ wlth l..U. aa4 tho l)n!.alollo, u4 that a rofuaal of aa liiiiJaa 

••uon w tlw - atfoot oa tho :&rllloh !roaourT ao tlw ratuaal of an oqoJ~U-·• 
lloa for t1w tTU\04 IJ.ac40a. 
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!bo s.cro\&r7 1a tal'J'\Ip\e4 at t h1o point t o aolc abo 1 \ hi 
Eo vao not a .. ,. t hat tlwlre ha4 ....... aJQ' qu41oUoa broUC:t • lii4J.aa pro'bloa, 
IJ4 no o•• of hio aoolotaah ha4 '"•n .,..... ot th1o ""Ul ;: ~h roopect to b41a, 
noll of l!r. (07JLU 7Utariq. !'he \'ioUoro l'<lpl1o4 tlwlt thlo ~f"~oporh4 the 
uroct11 vUh 11r. Bopkiaa aa4 that tho latter had 101 forth hi 1t 17 had ariun 
!l!o Soerot..,. aal<ad h1o \'loitoro t o SO into dotallo of t h1a .. :,pol i!:".!"' a letter • 
.. to follovl"' t ho aooU JI&. or v "'' aulot -

u rupech t ho diftlcul Uu n pariancod oa t lwo other tide of \hi t 
Pllllllpo procaada4 a1 follovo l 'l!ho uaoaual point ot thl LenA Lauo .t.e"; :~ 'that 
It appUOI to coodt vhl oh pato fro• "'"' Vaitad ltatoo Ooftrm:ont to tho llriUeh 
Gon,..ot. UDlaao t hat oon41Uon 1a oaUatiad, thl traaoacUoDo oannot be broacbt 
..Ur thl LoAd Laue .loot . U aa ordinar7 bullnat- in "'cl •"" placu aa ordar 
nth a buoinoaa.A in thl Oaitad Statu, tlwlt 1o DOt U!Olor t ho Loa4 Loaao .t.et . to 
bril>c It Ulldor t ho LoD4 Laaoa .loot, M thp o are uctooarT. rtrot of aU -
UA!tod Staho Oon......,.t ~-t ... t -aha the soodo on thio 11do f._, thl 
juri ... o"!'Pllar. laco1141T, 1t -.1 puo thooo coo4o t o thl llrlUah Ooftruoat 
wtcb, in tllft, hat t o paoo tha ·oa t o aa in4h14aol tlra in t he 11al.W Xilll;d• 1t 
tho ordinar7 Mtb<ldo of Uatributi"& soodo are t o I!Wl7 · !hlo, of courao, -lloatao 
1 ,:.at - buoiaaoo traaoacUoaa . It h f_.lbla in ""rT - caaoo, but - thl 
!r!Uoh art coaillc to a aort of har4 cora of oaoao in which 1t 1a a1Jipl7 UJ>Oui'bla 
for that aachlnarr to ba vorl<ad . !lw.o, - of thl coo4o will. ell , trpart troa thio 
quotlon of aachi narr , could coae U!Olor thl LanA Loaoo .let anA w ot ..- under thl 
I.tDd Leau .loot 1t t he l!riUoh financial potiUon h to be oocurad, CAJIDO\ in fact 

bt bro\141111 lnto the fraaavork. 

Pbl lllpo th.., paooed to the quaotloll of tholr ~oo. Bo 1ald tho Secretary 
wollld r ecollect t het the l!rltloh were at tho 11180 of proul"' l!r. Jouo Jonoo aJid 
the Yar Depart aont to talco onr oxloti"& fac111Uoo anA oziotlnc OODtrach t o tho 
total of bot vo.., $300,000,000 aa4 $1100,000,000. J ocoUatlODO with l!r. Jonoo wore 
proceodloc, vhl.ch co\'er that part of thl flol4 , altho\~Dl l t 1o onl7 e. aall part of 
tho total. Vlth tho Var »-panaant l'h1111po aal4 the7 could aal<o no progr .. o at aU 
&04 thl l!rltleh ware lotoraed 1>7 t.ho Yar Dopartaact that thl latter are aaablo to 
tab onr aJl7 oxioUnc coatr acto ao thq U!Olarotaad t hat u lo coctrorr to tho lD

at ro<:tlono froa tlwo Vh1to Bouo. 

!ho Soorot&r)' aolcad f or aoro tatorwatlon on t hh point. IIAI vao tatoraad t bat 
tho llrltloh had oubaittad to u a llot of thl contr ttcto which 1t had boec tho't!od 
liJ lbo llr!Uoh thl J.:nq or 11r Jouo at,l>t faaolbl7 talco 0\'0r • !!lit liot vat"* a 
l!q 2 and had arrl \'ad ohortl7. at tor lotion had boon oont b7 thl !r ... ourr to nro • 
• lot raaUon ao t o proopoch f or taldD& oftr 
.... , and Stlaoon aol<iD& for IXP to date 0 t t roce1n4 
Btllloh-t1nanca4 plaato eD4 ccctracto. fo thloo !:11"~~·: ... ~:..: arr.r thl ... u oc 
rep}t . Tho Socret&r)' 1aotruch4 Mr. IIAill to s ot 4 ~·:hat t ho pooltloc of thl /intf 
vlth uototant Soor ot&r)' ot Var llcClo:r to loam •"" 
1o b tho proahoa • 

..,.4 4 adlocl< voW.4 haft to be r oao\'ad 
Philllpo ooaUa\Wd that t ho abon-doocr! t : hat 00 .. acthod voW.d haft to bo 

b7 toM •tb<ld or other. !hat 1o • ho poillt~ ,:"tho Var Departaent takil>41 onr 
found t o reaon the dao4locl< 1n connacUon 1\'o t hl Brltioh vorl<lnc bahJice . 
UhtlJI& co,.tracto to .., aacWit nacooo&r7 to C 
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!be loorotarT .. ,11N4 hlo 'fllitoro \bat bo wu at tbolr 41opolll at uq u .. , 
"PP• hoAt:r•tour houro1 uUo.. Be •-•'" \bat ._ nUro to tla4er Socrotar)O 
lloll'o ottloe tor a turther UocuaoioA, aD4part1CNlarq that tbq oubo>lt a utlnUe 
llot of tbo 1\1111 which froa tho BrUhb otaa4po1At ohollld Aot be 1Acll>do4 ....Ur 
tho LoAd Leooo .A.at, aD4 aleo 1AfonoatioA wUh rupee\ to tho11 1tloll whlch the LeAd 

adJOlAhtratoro he.,. eo tar b&rrad. 

11poA lea..tac tho Secretary '• office, tho group wut to UAdor 8ocrota>7 lloll '• 
ottlco. ~re l[qnoo tall<ad at conoU.ora'blo le~h upon the l~~port- of tho 
l!rlUob bii1141DC up .,. - 111 ID41a tor uao 111 tho critical area of tho Middle laot. 
& ul4 that tho UaUI4 X1Jl&40II ihoU loobd after ou aJ'IIIY whlch wu 1A tho\ ana, 
u4 alcj:lt be pr11lc1palq 111 ID41a. lor tbtt ID41aA J.raT thoro wao a cc~~plicated 
tU..clel arr&ApaeAt, oriel~ -Uato4 '1Q< 81r Jlrodorick Phlllipo, whlch pro
'11414 tor a certa1A aharliiC aD4 ratua41llc of oco\1. r.tTu• had tbo l.loprooolon thott 
Eopti"' wao oppoto4 both to the Britieh 11114-loaoiiiC for tak1IIC care ot tho roqu.iM
IIolt which U h obl1&ale4 to baa41• 111 Ill411, ao well ao 41root lud-laaoiiiC 1ll 
bthelt ot ID41a. Be tho..Pt U lllplraU.,. to laarA U lloptiao 1o pliiC to be 
4ot1AUo17 oppooe4 to all 11114-lluiiiC for ID41o &Ad other parte ot tho lllopiN • 
tithtr 41roct17 or \hro'IIP the Br1Ueh. If \hie 1o t ho call, ol\hotr tor war •torlalo 
or oo-rclal ue<lo, or tor both, couidorablo altoraUoa 11 ,..._ oa tho picture 
lototar at dollar reoourooo ot tho Br1Ueh QonrDMDI are coacooned. Be t~l 
that aoo•ll111\eJ7 u 1111 tor ID41a, .&utralla, South Atrloa aD4 low ZlllaAd odpt 
_,.., to arolm4 ~.ooo,ooo a :raar. 

Xo:ra•• r..,.rhd h our 00...,.roat1on 111 tho s.cntar:r'• office, eDd agaia rooo•
••D414 that llad-loaaliiC be •c1~• tor \boll arUoloo which are dof11>1tll7 111· 
'1111gt4 ~ ColiC'"' u tallliiC thertom4er, arMJliAh, aatorlal tor ..-uh, aad 
acrlclll.tural prodi>Oia Be oald thoro .,.. a odddll olau of articlu which U !; 
41tfl-·" • .:.._,_ t-'U•w or wball:r aUUarT· Be ol\od &D osaiiPl• """' •0 &IJ are _ _, 0 n - 1114 be thoM arUclll 'llhicb 
4rop torctJICI 'llhich co iato a pool. !hot third claao vo 
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ar• 4ofWh~ aa4 flaalll' -rolal .-4 ollooal4 ao\ eator -... .., cl~o 
ooo!tr lho I.-4 Loooo ...,. ..... , . lAir»•' pola\ vao \ bat \ba 1oea4 Loaoo ..... _, 
thco14 not 'oo worloo4 \ oo llu4. 

VIle, ta i u h.,...,.,., • otttco, \ be quau..,. at a .., approprlaU oa ba4 arhaa, 
lht Stcrtt al'T Ul4 Mr. ~~ tba\ follow1111 \ba laUlal oonoroaUoa ;reo\ard.q, u 
hl4 otl<td UDdor Boon\.,. loll to liTo hla noll latonaUoa ao tho !!'roo....,. 11o4 oa 
U04 with r u poot t o \ho o:ftoa\ \o 'ldlioll \he $7,000,000,000 approprla\14 to 1"1'1-a\ 
tt• Land X..a11 J.o\ ba4 \looa opeat or allooa\14 , Mr . loll P" fiav .. laclicati.Jic 
lha~ vp W>tll tho oa4 of lao\ wek all -Uoao -•'14 to a 11\Uo oTOr oao half ot 
tte $7,000,000,000, 'ldlilo -1111\a ~ Uo'lnaroo4 l'llollo4 o~ $s0o,ooo. tho 
rlel\oro ba4 u4o tho polat \hot tho Proo14oat ba4 110\ 4oo1rl4 \hot ~ llo ooa
o!4ort4 ao datlalh~ allooa\14 atU -trao\14, fhoro wro Tartou pro
WWh~ 4oc1414 ,... .-4 .-. ooatl4 11poa f or OU'17111C ou - - · 'ldlioll 
Iooft not 'oooa laal...,.. ill tho ttcaroo 'ldlioll Mr. loll ba4. !hu thoT w ro o......taoo4 
lhat tho total waa .aoll tur\ber uao4 "P lv alreo4:t oo\a'bliobl4 procr- \hao llr. loll'• 
tiF"• rnoa114. !ho potat waa alao 4o't'alopo4 tbat hlo ttcvoo 1Acl.aU4 ..... ......, .. 
tor Ch1aa aa4 .., otber- ......,UI.Jic f roa \ be I.-4 I.ouo ~. u ...U u Gnat 

!r!\oia. 

b tho aoot llll 1a llr. loll' o oftlco \bon wu •- t ur\htr 4hcuao1oA of \boll 
ti&Qrtl, bu.\ not h l lll o1pifi 01Jlt wao brcllcjl\ t o llcl>t . Kr. X-• proahl4 t o lloll• 
ol •••• oooplli~~& tho llltoi'II&U OD which ht ba4 brcllcjlt alOJI« t hat could llo laol11414 

the atmor!IDAIIII whi ch t be BocrotarT had roqu otl4. 

\'he meoll~~& 111 Mr. lol l' • otfl co ad,lournl4 ohorl)¥ ath r 12 o 'clock. .lt 12•35 
Sir l'rodericlc Phllllpo tol tlphoAod •• t hai ho would lllco to hoTO another lmllc with ••· 
!!> ... , to ., ottl co a \ 121115. Ho had wl\h h1a a cop7 of tho lotlor on tho I DdlaD 

qu .. llon, whi ch I r oprodWII harowl\h. 
1!1'ho VhUo llouo 
llaobiJI«ioa 
Ma7 7. 19~1. 

fi1T olDcll'l~ JOUI'I, 

(Stpecl) Har17 L, Hopldno• 
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Slr JTMeriok o11ow4 • a OOJIT fit a oab~ *lob 
afllr ~ortuc thio laitar. !laio oalllecraa, ]101a\lac ou:-,~ r -1ft4 fl'<a Loalea , 
!~AWl 1HuaUoa froa \be llr1 Ulll ~~on.._, '• aU. vlll lla l.aportaooe of \!>a 
_ .. _... froa tb.a llrlUIIl. I tol4 PIIUUp o tbat lt -.rl.oad. 1a a flltllft 
!rillth 4da whlob tu laorata17 ba4 raqueotad. t o "' ,:::, "0:..~:::....,. to cat the 
11 Mtort Moll4aT, aJI4 prafol'alllT oa J'rldq 1IOl'1l1ac. ' ' wo lholll4 ba" 

In thlo perooaal ooa"raa\loa vlth Philllpo eloao I weat o"r llrlaflT \be Tlolt 
11111 .. rn1., w1 th t ho loorotary aJI4 aolotd Philllpo t o ooaflftl tbat 1 4af1aU lT 

1too4 vhat the llrlthb wro '"ld.IIC. I tol4 h1a tbat I 11114orotoo4 tbat 1 
1 

llll4or-

(l) ~ 4edl'M \bel tha La4 *-• ~" be \lead. for pvelT alllt 
114 oqlcuUval arUolao; . &1'7 

(2) !hat -arolal pvehuao 1V' 1ad1'1'1Ualo 1a \be 11111\ad. XS•p• fl'<a prhata 
eoacerno 1.J1 \1111 oouat1')' 'be ellalaatad. fl'<a tile ~ *-e Mt; 

(J) !hat tb.a lriUIIl rafralA boa \1'71 .. to llaft laol...._ ..... r ._ ~ X.... 
.1t1 Uuo f or troop lraiJilac 1D \be 11&1\ad. ltolao ... tor paft1pa la41a ..,. ota.r 
llltl vhan the JMri- La4 t..a edala1otratoro ol~Jeo\ \bere\o oa poUUoel or ota.r 
to•aUc crou.te: 

(~) '!'hat \hero 'be \allu onr 1V' ow Oo",._at a4er tbt Len4 Lea11 .&ct .., _..,., 
&Oo4• aa4 plaat taollltloo ooatraotad. for prior to tbo po11ap of t ho Len4 Leut 
wb1ob wo\014 'be ollfflolant!T lal'p to pro'l'14o 4ollar oxcllaap t o tolr» o&l't of the 

arllolu wblcb aro ollalaatad. troa tb.a LeD4 Leaoo .&ot 11114or pob.h (2) aa4 (J): aD4 

(5) !hat a wppl-tal approprlaUOII 'be oouclll troa 0oJICl'OII, that 11, b. &441-
llon to tho $7,000,000,000 DOW outoh""'•c. 1o hlcl oar• of tu a'bo,.. arr..,_h. 
!hb aoaaa that tho llrltleh wo\014 look to \be loorotarr of the !roao1117 for arr*l~ClaC 
ror thl lald.Jic onr a4ar Le114 t.ea .. of aoro \ball \be tlloe,OOO,OOO of ol4 ooatraoh 
and. pluto horalotoro -u.-. ~ mra tllllllo \llaa aoqu1re4 tbro"'l> rotal>wo-' 
oa oueb coatraoh wolll4 'be \lead. 1V' tha :&rlUeh to hlcl oaro of -••l.al pv...._, 
lo41a, etc. ~ ~ WOGl4 ban t o 'be rol&l>woad. troa •- oov .. , -....r, t o ._ 
tnant lbat oi>Ch ooatr&Gto are tallu onr, oo thio wolll4 •aa tbat &GCh hea'l'lor 4ra1a • 
"PPll lbl LeD4 Leu& e,pprepriaUoa, aD4 wolll4 haoton tu 4ah 1V' wl>ich a ooooa4 eppro
Fi&Uon wo\014 han 1o lie obtaluol. Philllpo a4altta4 \bat t he llrltllh poo1tloa wao 
buo4 upon tba .iadarhld.Dc *lob tho Soorotarr of tba !roa"'1'7 can 1D • • •tlaC 
obortq after tu Diroo\or of tho :BQdce\ tootltlad. oa tba Len4 Leaoo .tppropriaUoa 

Bill. 
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~ Coebraa, 

,_ eeo 
lellJMill huldla 1\aU• 

luhiAc'OD, 1), C. 

l ••loe• copln ot \be -.IDa whlcll 
~illlpe pna1M4 7• \hie ...ua,. 

T ouw aS....re]T , 

(a) .1. I. Pu,ta1r 

11r. a. 11er,_. coe~ona, 
u • •. tr.nf7, 

lull1Jtc'000 1), 0. 

3U 

/ 
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lo far u fbi!IIIH -.!UoM aro 00..,-, Id.la'o ~' 
- boW 1a the n(OllolUou pat fo,.....4 - tllll 11111W lhct-

1 

nt ..,n troa \aN Utero aro -. ~rkat alaoMo of ,..u ~ 
•• -h•toal \l'eupon MOlal_,. a4 •torial- u o\Nl :.Uoll 

ban w 'bo o'b\&lu4 for 1114Sa :troa \M 11111t" ltawo lf la41~ 1o w 
uloO U.o ll.1&blT Upol't.at ooavl'boaUoa h U.. wr effort atoll ,. aro 
npooUac f,.... Ml'. 

la tile fll'ot plaoo, 1a ..uuoa to Ml' ~ prrt- of ~u• 

aa4 lo41a \l'oope, IM.1a lo raldoc lar&e - forooo oo4 lo, of-~~. 
roopoool'blo for Uloll' 80rlllo &4 for U..ll' OC(I&lpo-.t. !b.too - forooo 
alnaq _, h -r ,00,000- .a4 tU,. aro oUU Nr;or"ac" Wo 
coo goail7 t.aoroue the,........ U oat wbn U111 nppl7 ol-.uoa o11owo 

of it. la41a ll&o -· ulo to oea4 I.Joporkat forooo to oorn la tllll 
tllllatroa of - 1a 'lor\11 aa4 llut Afl'loa; ollll haa nppli ... prrboa 
troop• fort» hr llut: a4 wo- M81ac oa IM.1a _. prenat opora

Uou 1a lnq. aa4 1a the J'wol&a Otalt. 'lo...-r, r~t froa tllll 
boclJudac of tile ,... la41a ll&o _.. a 80ot I.Joponat ooarl'boaUoa w 
tho ,.,....a1 pro'bl• of vv fti'Plloo. Jn t'bo put 71Ar wo ll8n 'lllooll7 
roll" oa la41a u tho olllof oovoo of -.ppl7 for all J.lll ... :rorooo 1a 

Atrloa a4 U.o IUW. llut. !bio 11 portlcnalarl7 I.Joportaat olaoo U.. 
ollort u.1 for .... of t»oo fti'Plloo -•• 1a tllll IUWo 11ut 11 troa 
11141& -· ..,. .......... of *lppiJIC aalaoo u 4nlo17 tlprkat Ulat .. 
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ollnl4 \o ulo to .U.tala a4 .... t.p _. ftiiPlloo froa Wo -eo, 
loU. for ft11P17 &4 for otratocio roaoou wo 118n •- la41o u tllll 
entre of tlt.o ouhn Mlll!Pl:t orpaiuUoa wloioll lo a.otpo4 w -r4lu\o 
aa4 to .... lop to tile -r1•& tllo nppl7 I'OIOVOOI of all llr1Uoll torrl

torlll llut at ... til of ..... !Ill tor,e\ at atoll wo ala 11&o -
t1D4 for u.o :.re-t at U.. -.pp17 'b7 tlllo orpaiutloa of U.. ro~ 
-h, -1'1141ac a UalW un of oortala .,...1al1oo& tJPOI of OC(I&l,-at , 

of lllllt a &l.Uloa - · to .e.toll wo an &44 motatial r~h for 
aon1 parpoooo oat for the ...,.u of olllpo. Wl\11 Wo o'bJooU" 1a rift, 

far r•Mhta& otopo 11an - oat oro \olac ..- to oaqpu4 proanloa 
1a Iatla \otll of ... utoao •4 ,.,..rill ocpt,-at, lnt.t U ,. aro h 'bo 

alllo to oxp161i to u.. f'tlll tho ....,.,_. 'bulo t.atorolll rooovooo of 

Ia41a o1111 an M ~o to t~prt tlalollo4 oa4 o..S..fia1ollo4 -'"""'"" 
aa4 oortal.a •torllllo, a4 for the creator pll't of tlllloo U.. 11111\04 

lto\oo 11 u.. olll7 poul\lo oovoo of ~· 
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,.... .. ~· teJ. ~. "' -·· lii&Sa b ,... "' \M -u.s 
- - .... w ... "' ..u.. *'* .... ,. , ..... \nU ---- ..... 
u& \M 'Gai\M ..... b - 11eM.I fer ltllll' JR\t fll \M IMI'lbi -
._ ~~ t»V .. _,lal "~'' tna \u llllW haMa. 

·~·· •• 0., 111~ ... 19ln. 
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THE BRm&H BUPPL Y COUNCIL IN NORTH AMERICA 

Deer Henry: 

Middle East 

_..., 
kM.iAMtN P'ltAHKUN .,.An OH 

WA.eHINOTOM, 1), C. 

lley 14, 1941. 

This is the memorandum which has been 

filed with the Vlar and Navy Departments , and 

which I mentioned to you l ast night. 

Hon . Henry Morgenthau, Jr ., 
Secretary of the Treasury, 

Washington, 1> . C. 

Yours s incerely, 

/ 
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THE BRITISH SUPPLY COUNCIL IN NORTH AMERICA 

12th llay, 1941 

~O?LliDl~ TO: The Honorable Th' Secretary of war 

The Honorable The Secretary of the Navy 

You a r e aware of the purposes of the visit to 

the Uni ted States of Brigadier J. K. Whiteley, represent

ing the General Officer, Co=mandina-1n-Ch1ef 1n the Kiddle 

East (General Wavell ) . 

Arising rrom the visit of Bri gadier Whitel ey I 

hove the honour to h&nd you herowith a memorandum pre

pared by him, together with various annexurcs in whi ch 

are set out certain additional urgent r equirements in war 

toriel "hi ch it is hoped that it lll4Y be possible to secure 

from U.S. sources . 

llay I emphasize the confident belief that 1! these 

ships , a ircraft and weapons can be made available in the 

months or llay , June and July, the position in the ~ddle 

East theatre will be sustained and tho whole of North ~r 

thus pr evented from f alling into the hands of the enemy. 

Copies of the cemorandum nnd its annexures 

handed separa tely to the Chief of Stuff, U. S. Aroy, and 

Chief of Jiaval Oper a tions by Major-Oonoral Beaumont- Nesbitt 

and Admiral Danckwerts~e~~ 
Ch.a1naan, ... 

British Supply Counc i l in 
Uorth haerica 

The Honorable tho Secrctliry of Tua•ury 
Regraded Uclassified
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'"' Ropreoentatlve ln Yla ohlngton t Ch o let ot Iaperlal Oenor-1 Start, 
IIEJ.IORAiiDUU OM liillDLl! IIAI!T 

1. Tho ouppl7 pooition in the Kiddl wo•oll oonoiderable anxiety , A art e Eaot l e giving Oeneral 
equipment , dotioioneleo have be~n eo~~:o :he ~oneral ehortaee ot 
and tho length or oea commun i eationo in ad~i:iort:s•lot ohlpping 
captblo from aotivo operatlono. Excopt l ontl on o caeoa lnea
tore eeeontial to remed;r t b lo ol t uot1on 0 nd ~:a~ur~o are t horo 
omphaoi&e thlo teet that General Wavell ' hao It t ~l n order to 
representat ive to 71aah1ngton . n a peraonal 

2. Tho Uiddlo lloat 1a ot groat importance to 
t he following roaoono: tho British for 

(a ) Tho oil bearing aroao in Rou=onlo, the caucaouo, Ir aq 
and Iran are within , or wit hin atr1kins dlotanco ot, tho 
tll ddlo Sea t . 

(b) The !Iiddle East la the trontlor 10no ot tho Jloho=>edan 
world. 

(c) A withdrawal trom tho !.Iiddle llaat would i nevitably ohal<o 
Turkieh oonfidonco and vitiate any hope ot eventual Turklab 
oollaboration, Similarly, tho poo1Hon ot General Wers-nd in 
North Africa and hie ablllty to reaiat German preoaure and 
infiltration would be ontlrel7 under=lnod , with tho rooultant 
Gorman oontrol ot Casablanca and Doker. Thio would have 
aorioue ropercuaeiona on t he Battle of the Atlanti c . 

(d) Tho lou of tho IUddlo Eaot would have a urioua offoot 
on Br1t 1ah and world op1n1on . 

Tho Britiah intend, therefore , to defend thelr intoreota in t ho 
l:lddl e Eaet whllat rea lizing that !allure would ha vo a aerioua , 
but not neouurlly clec1aive, effect on the reoult ot tho war . 

3. The ecope or poeatble Un i ted Stotea aaaiotanco ln the neer 
future baa been examined l n (lesb1ngton, and •• a reeult Annexure •&• 
t o th l e c eaorandu= baa boon prepared to abow the ordnance 1te=
•~lch General Wevoll would be very e roteful t o receive abould it 
prove pouible t o make thee available fr""' the United Stateo. 
Annexure "B• glvea a repreeentat1ve l lat or a.jor ltece ot equip· 
mont which l t 11 anticipe t ed will be doopetchod to the Mlddlo 
toot from tho U.K. during tho period or tho next throe montho . 
Tho principle edoptod ia to cleapatcb a peroentage of monthl7 
production in the U.K. aa high ao poaaible compatible with the 
1uprovement of tho detenco of t he U.K. 1taelt. 

4, The Uiddle Eaat lo tar removed trom controa ot production; 
moreover, the area lo extensive and lacki ng in communlcat1ona. 
There 11, therefore, 1 delay ot some three or tour t~tontha between 
the ohipmont of woapono and their dollvorr 1n tho tiehting aroae . 
Bqul pment to bo effect ive in the Middle Eeot t hia swomor and 
autumn muet, t hor etoro, bo ohipped without del• • 

&, Tho Brit11h A.rmy hao a c onoldorablo foroe ln tho tl1ddlo llaet J 
but, owtne to the lock of cortoln item• or equlP"ent , i t con onl7 
develop ebout one hal f ot what should be ita !1ght1ng etrangth, 
Ita aoat pree al ng needs in ordnance are: 
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Armoured Flgbtlng Vohl c leo 
Antl-tank Weapona 
Antl-olroratt Weapono 
Trona port 
ArtUlery 

'J'rllne4 peroonnol to un thlo equlpment h olreo41 on Uablo ln 
tbt !ll44le Eaot. 

320 

6, Succoee ln the ~lddle East depen<lo vor7 largol7 upon no,.l 
and. elr operatlona. 7hla :aBor:•ndw. della wltb •1'117 orc1nmoa 
requlrecento onl7. It ehould oot, bown.,., con,.7 tho lapr .. oton 
tbot nnol and air requlre•nto ore not equall7 laportant . n 
abould be eaphoallad thot adeq>ate tra lne4 p.,.aonnal 1o a .. UIIlo 
Ia tho llld<lle l!aat tor the oddltlooal ar1:17 oqulp:aent tor whlcb wo 
ere aaktns . 

7, To ana ble blm to uke ble plana, Oenerol Wa vell would llke 
to know •• aoon u poaolble the lteu wbloh can bo made awlloble , 
aod torecaatod datu ot eblpaent . 

6th 1!17 1941. 

(Slsno4) J.~. Whltelo7, Brigadier, 

General Starr, Kld<lla Soot 

' 
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AIIIIEXU!IE • .A • 

REQUIRA!JIJITS Ill IIAJOR l'i'El'S FROll IIOR'I'Il AIIZIIICA POll Till 

IIIDDLB BAS! 

For Sh1pmonta in Way, Juno ond. JUly 

soriol 

Artlllorz 

l 155 mm. Howe . Hl-apoo<l complete with otoroo 

2 Ammun 1 t1 on 166 lllll. rouncla 

~ 75 am. » . 2 Anti-tonk guna 

4 AcoNnitlon 75 .... 11.2 A.P. roun<la 

5 ~7 .... "·'· gun 

6 AIUI\Uilt1on ~7 = · A.P. round.a 

7 A441t1onol ~7 Jllll. A.T. ~unition tor 
~7 co. Bo!ors now in Egypt i! Ul d.4lo Eaot 
aoz that U.S. ammunition ls auitablo 
- approximately rounds 

8 Bqu1pmont tor two obaervatlon bottallona, 
portlculoro witb B.P.C . 

Armoured Flffibtlne Vohicleo 

66 

490,000 

400 (a) 

398,000 

200 (a) 

267,000 

85,000 

9 w.~ ll£ht tonka - total lnoludlng ~~y ah1pmonta 600 

Ant1 ... 1rcrart 

10 ll" A .A. aqul-nte with t iro control lnot....,onto 
tractora atoroa an<l ocauoltlon at 2000 r.p.g. 

ll I.lsht A.A. sun• - ~7 ..,, - wltb !lro cont.-ol 
lnatruaento ond 2000 r . p.g. 

Coaat Oetonco 

12 Cout dotonoo s>na, about 6° w1th lnoti'WIIonta ond. 
soo r .p.a. 

13 Anti-motor torpedo boat guns, 6 to 12 pdr. with 
inotrumonta and 1000 r .p.g. 

14 Coaot <lotonco oeorchlighta 

Trono6ort 

Normal typoo or tranoport are ovailoblo ln U.S. ond 
Conoda ln adequate quantitlea but 4ollvorz bao boon 
oorfouolz dolazo<l through lock ot obipplng • 

.... - - - - - -

200 

180 

7 

211 
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!nn•xur• 'A' lQont•o) 

18 

17 

- 2-

!rto•port Cgont'4) 

lo-tonner lorrtea 

Tranoportere - 25 ton anc1 18 ton 

18 Kach1ne1'7 and toole 

19 

2C 

21 

22 

~ 

particulare with B,P, C. 

ln£1nttr ltJlllwgt 

.Ur Co~~preuor truciLo 

Brining eqllipooent • i th tranoport:-

f
& 811&11 box girder aete 
b Large box girder eeta 
c Heav.y pontoon 

Mobile 1igbting eete 5 [.V.A. 

Water oupply eqlllpment engineer - eete 

Welding eete portabla 

81gnal liguipaent 

2• Wireleee aeta - porticulare witb &.P.O. 

25 rteld cable, ••Uea 

e;,t;!;i;i!!lfe~:!!' ?' "~W: tiM !,P.C, •• --ea - "11D&4. &114 exeavating ~ 

27 Menb1 D4- 'toOl I 

28 lt.el - b1gh apeed and aUd 

29 Otller engineer etoree 

;)() survey equipment 

~l Qu&rterm&etor (Ordnance) etoree 

32 Other o1gnal equipment 

~ orr tee aqllipaent 

2C 

;)() 

5 
5 

50 

100 

26 

20 

24.000 

) 
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siCilY 'IWP'P .,. 

UlltiD lliODCII SIIIRIIln'S OP C111m.D Iftlll TO 
IIIIIDlZ WT TID!II r. 1'111 

(llontb4' .lwraae) • ------·--- ----· 
Tho toll<IWin« llat aboors est.iJIIt ocl ...,th~ ahi-nto o! oajor 1-

rraa U.X. to ll1ddle kat theatre !or the next tw IICI'Itht, 1boao ohi_.to 
rlll o0fttin1111 acntll &!tor acnth • • .n 1ncreat1n1 rate u tho oto-1y 
noin1 ~ ot British prodootioo m&lcoo thio pooo1b1o. 

In ~tioo, tboro 1o ocnatant~ and rojllll&r~ ohippocl o aoa of otbor 
oatorioltub u Vioaro Mlcbina Omo, anaovocl oaro, br14M ...s CltiMJ' 
.. ,_..~t. -obudoal t~, oto. 

&rUllm 

Field ()1M 
Aawticn tor (a ) 
llecli• ,.... and 11Go11t.&ore 
t..wll.ticn tor (c) 
Al'lti-t.&nlc ...... 
Allnunition tor (o) 

Araour•4 F1cb!riM Y•higlg 

Wantry and. Cruiser Tanlto 

Ant.l-llicralt.. 

Hoa.,. tnti-Croratt pns 

-..s. tion tor (b) 

Aawticn tor (1) 

100 
~50,000 

8 
so,ooo 

10 
160,000 

16 

60 

40 

150,000 

eo,ooo 

1,000 

'a?:t: 

tnoludinc oamunit10ft tor 
2 pd,ra. 1n Tanb. 

Ba1ed on a lOiter percent.ap 
or production but in 
adcli ticn t o COIIPleto .lnq 
Tonk Bripde o! 150 
tn.h.n tJ7 Tlnl<a ahc>ut to 
co out. 

S.Uaotoo Olll:JI b&socl oo 
a porcet toea ot producti<m. 
n.o aowal pns aont to 
lli<ld.lo kat aro allooatocl 
-~by Chio!o ot Stott. 

Pr-t ..,. t.. oparocl jUt ,..t 
ao oorin~ to - actieD 
tbooo woro pnt 011t ot 
production ...S aro ~ ~ 
ot.artint to cat t..clc. 
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t .. , " ,r 

§l.lill .u. IIIIIIIK •·m. 
(n) A.-11111 Uan tor (a) 90,000 

(o) 2-inoh llortare 200 

{p) Aaaunit.1on for (o) 250,000 

{~t) 5-inch llor tan 140 

(r) A.-11111 Uon for ( <t) 20,000 ' .. 
(•) Pbtole 2,500 

(t) Carl'ien 200 

(u) Calpn••or tnou 12 
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SECRET 

UROUT BRITISH !lAVAL JBBDS Ill TBB IIIDpLE EAST. 

'!'be Brltlah Ranl Co.Mnder-ln-chlet•a •oat 

urgent need wbleb oould be provided troa Unlted Statea 

eourcee la tor two 18, 000 ton Fast Tankers to operate ln . 
the Mlddle East and thua r~leaae tanker tonnage urgentlJ 

required eleewhere. 
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SECRET 
AIINEXDRI!: •c• 

UROEJIT BRITISH NAVAL IIBBDS Ill THE IIIDDL!l EAST. 

Tbe Brlt1ab !laval Comm.nder-ln.Chlet•a moat 

urgent need wblch could be provlded from Un l t ed States 

aouroea la tor two 18, 000 ton Faat Tankers to operate ln 

the Ml ddle Ea at and thus release tanker tonnage urgently 

required elaewbere. 
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SIC III '''""* .,. 

(For ah1s-nt in u.,, "-• Julr, 1Ml,) 

(1) Out of the total requireMnta, i.e., 588 F1cbtars, no ao.bera IIDII 
50 lla'fY 1'11htars, 1t waa tbe intention of tbe Briti.t> to ~·-

(a) 1500 Curtin 140 1'18hters, "PZ""mtiDr their eben ot 
the total lllltpat of t1111 tn>e far the period. 

(b) Br1 t.iah .t>ara of total 011tpat of 0\lrtile 140-D tJPe. 

(c) The total output of 11art1n l8'7 tJPe. 

Adeqll& te dell veriea of (b) aod (c) will not, ~er, • terl.a l.Sa ; 
the llartin 197 type beinr behincl oobeclula tor clel1.,.17. · 

(2) A deficiency therefare arises in British needs trCIII U.S, aourcea 
tor the period u follows: 

($) 

(a) fichter•· 
288 140 tn>e t1pters • 

56 opere en,inaa • 
56 epera propellers 

Aircraft lperal . 

(b) 'Wtrl (attack apS Mdi•l 

110 Doull&l .t.-20 tn>e (wwupercberaed) 
100 B 25 or B 26 t.JPe. 

40 Spare an,1nll 
'<> Spare propellers 

Urcr aft apar,e. 

(o) !!an no~~ttn . 

50 ~~renter or~~~~ 
10 Spare anlinll 
10 Spare propellera 

Urora.rt aparaa • 

It 1e appreciatecl that tbeoe total• 'llllif not be aw.ilable in the tiM 
bllt Ill)' nbetanUa1 portion would be of Mterial aesiatanoe. 

u.s. ehippl.llft apace for the above aircraft wllllld be • -•u.r tiJr 
th• to reach their cleatiJ>atian.a within the required U.. 
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Operator: 

JIMJr: 

Sptalttr 
RaJ' burn: 

BXJr: 

R: 

IIMJr: 

Rl 

RMJr: 

R: 

IIMJrl 

R: 

BMJr: 

Rl 

BMJr: 

R: 

R: 

IDUrl 

Bello. 

llpealter lla7bum. 

Bello. 

Yea. 

Yea, BeJ~ZT. 

You're a tl'1end 111 n"4. 

D1d the7 ooae out all r1ptt 

Yeah. Tbe7 tell ae thirteen to 
e1x or eoaeth1ng like that. 
llo 70U •• • •• 

Well, I sot two tellowt that were 
there •• • • 

!o agree to oh&n&e tht11' Yote• 
wh1oh aade a 41tterenoe ot tour •• • 

Yeah. 

And I sot two teUowe wilD Wll't not 
there 7eetel'4a7 to aaree to SO• 
Well, tbat 1 1 t11141 Rtll1'7• 

I'a e•er eo auoh obliged. 

Well, that'• all r1pt. You and 
I get along prett7 well aJ17how. 

ror 87 
wondel'tul. 

I think •• get along 

(l.aupe) All right, Btnl'7• Well, tine. 
I'a glad 1t turned out that W&7 tor 
70U1' ealte, and all ot ul. 

~. 
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Graot 
tullJI 

IDIJJ'I 

Tl 

JII(Jr I 

! : 

HliJrl 

T: 

HMJrl 

T: 

JII(Jr I 

t : 

IIMJrl 

IDIJr: 

Tl 

BXJr I 

,., 

IDIJrl 

low are 7out 

.., 1., l~l 
12105 p.a. 

riDe tballlt JOU. loW &rt JOUr airt 

Oh, alin. 

Kl'. hlll't~, ~ Prea14tDt aaid 
WOuld JOU be po4 eOO\IIb W .. Dd 
onr ~ pl"'poeect oun1De of wbat 
JOU are pi, " Utt OD Jr14&J 1 tO 
that ha oan ooll 1t our. 

I tH. 

And ha aa1d alto that h t hopt4 '111'1 
auoh that J OU would be able to get 
the triollJ aaen4aent taken out of t he 
gold bill. 

Well, JOU oan tell h1a that - jutt a 
ainute- that'• been done. 

It hat been 4onet 

Yeah. !hit aoJ'Ding. 

Yaa. 
Waa a YOU on 1 t. !h1rtetD W aix. 

!birtean to e1x. 

Yeah. Waa dona th1• aoJ'Ding. 

All right, grand. I'll tell 111a that. 

AD4 he wante the other thing! 

Yet. Be tt1d 1f JOU oould ttn4 1t oYer 
ha would probablJ be ablt to CO our ~ t 
thie atternoon. UntortunatelJ ht oan t ••• 
be 1an't aee1n&o JOU Jr.now, aDJb041• 

Bow'• ha fetl1DC' 
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!I 

IIMJI'I ,, 
RJIJI'I 

! I 

IIII.Tr: ,, 

IIII.TI'I 

!I 

Well, lae1 I fMU.. PH'tf ..U. 

loo4. 

Paaltaa .mOb ~tt.r. 

Wa11 1 •' laaa' ha c•t• ar lettara, 
~' • -wac. 
~. 711. (Laucba) It 4oea a l1ttlt 
won lD tiM altenooa. 

v.u, ... JOS. 

All npt, IIJ'. hUI\aJ'J, 1f J01l 
aeD4 lt oYer, .. •u ••• that he '''' u. 
!baDk J01l. 

All 1'1pt, 111'. 

Regraded Uclassified



Optrotora 

BMJrr 

John 
8ul.l1TUI I 

1111Jr1 

8: 

HIIJr: 

81 

HIIJr: 

S: 

RMJr: 

8 : 

HliJr: 

8: 

HliJrr 

8: 

HIIJrr 

8 : 

Jlr. lkll.11 TUI0 

Johnt 

.., 1~. 1~1 
12106 p.a. 

tea, llr. 8aoratarJ. 

Oot o oal1 fro• the Wll1 ta Boua. 
'ftla Prea14ent wanta to aae r our 
aateaent of wllat 7011 are go1n& 
to pTa h14AJ. 

t .. dr. 

WUl 1 t be t1n1ahe4 bJ tbr"t 

I hope eo, e1r. It wont be pol1ehe4 
but 1 t wlll be t1n1 abed. 

W1ll be t1nhlle4. 

I oucht to talk W1tll JOU 0 11ttle 
blt before then. 

Bet ore wb.a tt 

Are •• go1ng oTer theret 

Ko, no. Ko - no, he Juet ea14 to 
een4 1t oTer. 

I •••· Well, t hle 1e the etateaent 
that 1e 4rawn 1n aocordanoe wUh the 
lnetruoUone of MondaJ ennln&. 

'fhl• eat•ent 1e drawn 1n aooordanoe 
w1 til the eusgeauona ot llondaJ enn1ng. 

Yeah. 

Po1nt1ng out that there were 4efeote 
1n the preaent lOW, eucseet1n& t our 
aetb04a of reT1elng 1t and reoo-an41n& 
nooe. 
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331 
-I-

lii&JJ' I Will, U 1•1
\ read~ a' U111 

_,,, 11 u' 
a: lo a1J'. 

IOIJJ' I Ia\ wUl 'be •ladl a\ UIJ'e•' 

Il l x.. 111'. 

RMJ J'I ,., ~~ h•\ oa. 

8: x .. , ~~ hla\ 11 oa. 

IOIJI' I !baJik J Olla 

8: x.. 111'. 
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1111Jr1 

Ball 
Jloou·nltl 

1111Jr1 

1111Jr1 

HMJra 

R: 

BXJr: 

Rl 

HMJr1 

R1 

IDIJr1 

R: 

HMJr: 

R1 

HMJr1 

Rollo. 

Rollo, Belll')'t 

Yeah. 

Ball Jlooentlt. 

Bow )'OU 4Dt 

.,. 1~. 1,.1 
2117 , ... 

Bow )'ou, tlrt I n~~t to au 7ou 
a quettlon )'OU probabl)' O&D 1 t antwer 
U. low, that I 1a ln the boll4 
budneu I'd lUo to toke tho ad 
epaoe tbat I baYO and put U 1n 
on a DofODIO a4 aDd thlU 1 t &roWld 

tbt rental euuauon to bu)' 
tbroup )'Our bankt . I'll read 
Jutt aboat wbat I thllllt we 
t to put 1n, Be Patr1ot1o, be taft 

bu)' U. B. Dottnu Bonde. Apply to 
)'our looal eu1na• ballk. Aa I 
1nterter1na w1 tb a111th1ng you baYO 
1n a1ndt 

Ob no, Under wbat ooepanJ••• ·•· 

h that ou)'t 

lbd OOIIP'Jl)' 1a the tt 

•· L. enn. 
Jo. Wb)', tbat'• all r1aht, eurt. 

All r1sbt, 87 bo)', we'll go r1gbt 
ahead and put at auob putb behlnd U 
at We O&Do 

Oood. 

We dOn't want 1t - we want t he fellow 
to go to hlt ea'llna• bank. 

r1ne. 

ous. 
!b.aDit )'OUo 

332 
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Ill 

IOCJr: 

- 2 -

AU l'l&b'• 8UJ7, na' 1 
• tllla. 

Iov. "-'· 
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Rl! TUIS 

Preaent: 

Il. ll. Jr: 

&tllivan: 

H.JL.Jr: 

SUllivan: 

H.ll. Jr: 

SUllinn: 

H.U. Jr: 

SulliTall: 

H.ll. Jr : 

llr. Helnrillg 
lfr. Salll Tall 
)fr . Folq 
lfr. Tarleau 
lfr. Blough 
llr. Bell 
:llr • Ge. 8 tOil 

.,. 14, 1941 
8:00 p.a. 

Well , I will read it first. 

That is what I thought. 

How ..n, of these copies have 70u got? 

nat one and three others. 

'fell, supposi,.TOU take this one and read 
it out loud. n 70u got one for Guy? 

Tee, sir. 

Supposing I read a page at a time . 

Fi ne . 

The taot that onlr twent7-four filed on a 

/ 
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Sullivan: 

H.IL.Jr: 

Sullivan: 

H.M.Jr: 

Sullivan: 

H.M.Jr: 

Sullivan: 

B.IL. Jr: 

Sullivan: 

H.IL.Jr: 

Sullivan: 

- 2 -

OODIOlidate«l bal111 hasn't that got -thiDf to do with tu faot that Tef'1 fn of 
the 1g oOIIp&Jdea have retl'""' J 

Tea, dr. It I adght explain 1lhJ we put eo 
IIUoh of thh explanation in here not q 
h 1 t an explanation of our tardluu in 
reporting to the C:O.Uttee, but we alao 
adT111 tn• that onlJ a t1~ have alreaa, 
reported and 110re Woraation 1a O()lllng in 
'VIf'1 lOon, which giVel Ul le11n1 in IXeOU• 
tlve aeeelon, fOU eee. 

Do ;rou po1Dt out onlJ a tlftJt? 

!bat le on page 2-1, air. 

Cll, I haven •t o0111e to that, have I? 

That is right. 

What do you mean, "No dholaimer ne tiled 
by two thousand four hundred forty-two cor
porations•? 

Under the law, it they tile under both 
methode of computation, they are not de•ed 
to have selected either. If thef file 
under one method, thef disclaim the oppor
tunitT to cOM back later and use the other 
Mthod. 

Baa Jfr. Bell got a copy of thia? 

No, elr, thue are 10111 110re on the wa;r up. 

I like that, where it says it le up to the 
Collll1 tte •• 

tee. I think that ie not onlT your idea, 
but 1t na epeoifloall;r requested b;r llr. 
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H.ll.Jrr 

Sullil'&ll: 

H.ll.Jr: 

Sulli l'&l1: 

H.Y.Jr: 

Sullivan: 

H.){.Jr: 

Sullivan: 

Tuleau: 

H.ll.Jr: 

Sullivan: 

H.ll.Jr: 

Bell: 

-a-

tcm 1lhea u lett J'OUI' houe the other 
Ill that I pat 1D aa..thlDg that woalcl 

cate tbe Coalttte na not a rubbu 
atap. 

'ftlat 11 good. 

-uDezoettiTe profita,• ie that all right 
1D the Ill dUe of pep 8. ' 

•ua at the aaae tl• that other 1me:rcesaive 
profita. • 

I un DeTer teen that word uaed. 

It meant in excess of the standard. 

I kn01r. 

It isn't a good word1 but it is the beat we 
have that i s descriptive. 

Ia it in the dictionaey? 

336 

That ia deeoriptive of thie present situation. 

I have 1q doubts llhether that 1a in the 
d1 cti011&17. 

It ai.dlt perfectlT well be, but I baTe never 
11en rt before. 

SUppose we put it in quote•. 

'fall, I would do eouthlng. I meani it h 
Juet a - 1t 11 a word I am not fami iar -
t mean, I know what rou mean, but I just 
wcmdered it rou haven't--

Pilt the word •not" there. Make 1 t •not 
exoeuiTe.• 
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Sulli TIJll 

Gaston; 

H.M.Jr 1 

Sullinn; 

H.K.Jr: 

SulliTan: 

H.ll.Jr: 

Gaston: 

Sullivan: 

H.l!. Jr: 

SulliTan: 

H. loi.Jr: 

SUllivan: 

-. -
I think "nou-exoeasiTe" would probably giTe 
greater freedom of uaage. 

lhat do you mean •overt generosit,r"? 

Well, I think that would mean that it was 
iutantloual, praedi tahd. . 

You uan it was unintentloual, don't yao.? 

lo, air, it was intentional and pr-di
tated. 

Then wilT not eq it? 

"Overt" doesn't mean intentional. It means 
open, unconcealed. 

337 

Well, it was. ~ not take it out altogether? 

I just don't like it. Do you, Herbert? 
"Overt generosit,r." I don't like it . What 
would you say, "generosity"? 

That is good enough. 

It anybodf can underetand this but another 
lawrer, I will eat a couple of hats. 

"If excessive protih were determined sole}T 
by reference to invested capital, without 
any consideration of prior earnings, over
capitalization would be rewarded and con
servative corporate management would be 
penalized. • 

That means a compaey that voted a lot of 
unnecessary bond issues would be allowed a 
larger rate of return than a comp&IJ1 with 
good III&Uagement who had gotten along with 
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H.LI.Jr: 

Helvering: 

H.LI.Jr: 

SUllin.n: 

H.I.I.Jr: 

338 

- 5 -

a ..aller amount of capital in the buai
neaa. 

~be the Committee would understand it, 
but no newspaper reader will know what the 
hell you are talking about. I know I don't . 

Thia ia all so foreign to the way I pre
aented it that there is no use of beginning 
to pick it t o pieces. 

"SeYeral argaenh may be JD&de tor increas
ing the role of the exceaa protita tax.• 

You g&Ye no explanation, no justification 
tor either statement. 

Now, take your sentence, "Several arguments,• 
then your middle sentence about the middle 
group, and then you gp back into excess 
profits. It just don't make sense to me. 

You mean that second sentencs isn't con
nected with the rest of it? 

No. 

"Several argumanh 1111q be made tor increas
ing the role of the excasa profits tax. • 

Then you bring in the middle group an.d just 
118ke a statement, "Our preaent needs call / 
tor Yery substantial increases in the taxes. • 
It baa nothing to do with the previous state-
ment. 

That 1a right. 

Then under those circumstances, what, be
cause lower income groups have to be taxed, 
it aee .. onlY fair to provide tor an excess 
proti ta tax? 
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SulliTanl 

H.K.Jr: 

Bell: 

H.ll.Jr: 

SUllivan: 

H.V.Jr: 

SulliTan: 

H.JI.Jr: 

- IS -

!11, .that 1a tM arc-eat that baa be• 
ado reptattdb ill thb 1'0011 1a tht lalt 
Rtltr olr, tha~ aillot w are illoPaaaiDc 
tho tax 011 the 1n41 rt4ual. 1ll tht lo .. r 
laoo.e braoltot, thtPe 11 aU the IIOPI 
pPIIIUPI fop lllOPI&Iillc the .XOIII protltl 
tax Oil tho ~ntlou. '!'bat 11 11111 it 
11 ill f:hlpo, bloa1111 that haa bee 0111 of 
tiM alia ~~ of OllP 0011tePIIlot1 1 I 
thoqht. 

lo. 

I thnngbt that na an arc-t fop an lll
CIPI&M ill the ao.-1 taz OD OOrpol'& tiCIIUI 1 

too. 

'lho worked on thia 111 th 7ou, Jolm? 

Mr. Blough and Mr. Te.rleau and llr. Ecker-Raca. 

You aee, fOU haTen't completelf aold me on 
~ this preaent tax h Wlf&ir. There 1a 
no driTing point. There are no examples. 
It leaTea me absolutelY cold. ! lot of 
legal - well, I had better not •11 what I 
think. I can't send this onr to the Preai
det. 

!bat ia all right . 

I llll&ll, .. han been tallclllg here for ao 
long. 

Suppoelng 7011 gentl•en, all except Sulli
TID, go In llr. Bell'• rooa and let John and 
I han a little talk, will 7011? 

Regraded Uclassified



••••• 
' • 

OV pwpua 1a ..UC laaoe io411' 11 io 4hcruo wUII ,_ 

tile miliA d tile o- pnfUI iu. 011 .tprll til, l,U, 

,... w nUu.& tile !>'MMII7'• u.a ,....,_, 1 laAleahl. a 

pMftl a-' fN ~ tile -- pnfi\1 \u. 1M 

pe"•l tile ••••••at*lea of tile fin\ "* of • .,...,lea \a 

ntvu tu.& _._ tloe - -•• pnfl\o u.a la. 

!Boo &.14' 1a- :NMiTilll till \ax ntvu • ....-1lT

... Maroll 15, .... _l ....... *ill .,..011 pntl\o \&X nnotoaa 

_, ... earlier ilolo 7e&ro lddoll a-oolia\M oa anealoa la 

\loa flllal ,_o, !lloo l'onmo a\ lloa4 io4ll' &1'0 oUll ftl'7 

ta•••'"'"· !ldo la oepeo1all7 iru la till -of 'Ill ... -. 

of illl lal'p ouponttou. ....\llalooo, &fill' o_.,,., tlle11 

UaliM nnno w llaft a liUlo '111\\ ... ....,...a.a..1oa of tile 

... illoa ... Ill& *111'11 ..... .... Ion - ~·o -- - -

toGA. 
_. - of ..., 111, 1~1, 6,023 i-lolo - pnfl\1 u.:& 

1'1\VU 11M ...._ roooln& a\ till .,.._ of laiei'P&l .._, • 

loa'ft iaiNlaiM 5,550 i&SP)lo nnno ..... h ... .......,. .lprU ,o, 1,U. 

*"' ot ilo&H 11'1 ..U oorpol'&ilOPio ~ lie u'l'lal -· pnfl\a 
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-·-
., _,.. ._ .,.,eoo. • nu.,.. 1,719 -..paw ...u _ 
pntUo ..Ut ...._. .U ~ MptW plu-' :J,'!k ,..._ ._ 

...... euaiJip JlM. Ia oU.. wrt., .... tba ...... ~ of 

.a..o OOJ7N&Uou laM& .U __,. -ac. plu, 1M pnpenlea 

- •-••• lMa tar .U ftl'1 --.11•\ •f7DnUou (wUil teze»o 

-•• pntUo of 1- tlla tl!O,OOO). 

• toW - pnfih tu of \llo ~.,., Mf70raUou -Dtol 

to t5l IIUllaa, ., wid. ...... ,,._ - ............ tM .. ... 

eua~J~p ..-a_. t10 .. , •• ...._ t1oo 1a-w -'w ....... . 

- -~ ' .. 1 ....... *''!' ... - ..... .niiM. 

•noM iw~Mtol _,tw tar : :••'• utac tile lawotol 

-UAl. •tbo4 _..._ to .1.11!1 eUHoa oU at a totAl la'Notol 

-ltAl. of tiU &Ulloa, or &lint oa .. al.xtll. !Ilia _. \loa\ tllo 

totAl ot~~UAl., 'lletll 'llei'Nw4 !1114 ~V oopUAl., .... 1,022 aUlloa, 

of *loll •191 .uuoa, • -~ JO JCI'O•'• waa 'llerrOWI.. Joi'I'Otlol. 

oopUAl. _tl....._ a .oil 1&1'.-a' proponloa of toW oopU&l tor 

tM ..Uoot tlla tor .U lal'pl' 00f701'0UOU 1a tloio t.-utloa. 

a. fl4IID'OO oa -•lUalol ntvu on •t ftl7 ..tal olaoo 

oo tw of tllo lei'PI' oo~7N&UOU llo4 ru.4o OU at tllo 5.5!10 

OOf701'aUOUo zll fUol. aa tM ..... llutol. -to. 
lpoolt1o u.olabor• ...,... .. ,laC a uflalto •t• ot •Uoe& 

of ....,.,laC tllo aroi.U waro ..... 1a J,l.OI oaooo, of ldllllll 2,195 

-• wa4al' tile la'ftotol. uplW •tllo4 ..,. 913 u4al' tllo .,..._. 

oanlap •"'"· h Ueo'"'-" -• tllol. liT z,llllt aarporaUou *l* 

I 
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-··-
o011J111te4 \llelr •"'lh 'U4er lle\11 plaae ea 'lie ntVII, 

Oao llu4re4 elefta oorporaUoao repcrht lla't'llllt a'bonel 

lllcoao 1a 'lie \ua'ble 7 .... aliA lJl oorponUou ut.ac 'llo 

aTonco Mnlap •'llot rl)llne4.....,nel tetutleao 1a •• 

l>aoo perlot. 

Yl\11 rlpft \e \IIIII flpreo, U oiiAJA 'M r.oPeret tlla' 

tllq repn11a\ le .. \llaa 20 ,_, of all \111 nllvu w ...,... 

t o reeelft, U - 'M rmmhze4 aloo ,., '"• pm&la ~ 

to o-.11 oorporaUeao, file re\VIIa ea • . loll ~ ezhuleao wn 

«;racte4 vue 4u loot alcht. !lle11 aro llolDC I"Uhe4 to 1lll '117 a1.,._ 

ull aDd ,.ul 'bo eDIIl.ae4 u prnpU7 ao poul\lo, Yo - tlloretoro 

haTe aoro latorutloa oa thio ~Joo\ 'boforo 7cu ooaolute TCUZ 

4ol11>onUoao, Oar prlaclpal ooacluloa lo 'llat , 1a Tlov of tllo 

proooat ••rcoaor, tho ozoooo protlh ,.,. vpaU7 roquroo rmoloa, 

I llan hm lll)l!'oooe4 vltll tile faa' - ..,. tho pooplo of tllo 

coutrr 11114eret..,. U to 'bo a tao\ - 'hat 1a tile U.1te4 ltat .. 

tu lan are 1a1Uate4 '117 thio oa-1\tH, llth \hio faa\ olearlT 

hforo u, ve llaTI IDII1ae4 tho- •uo•Uou \llat h&To 'Mm 

udo for tho ro't'leloa of t11a a.ceeo proflh tu mt w are hero 

to4q to nllait h 7ou noh of \hoot ltHo u ov uportoaoe 

ladloa,oo U7 aerlt you ooaoltentloa. 
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1 HUnt tllt.t tlt.t lbal of uetat pftflh \uaUoa •-• 

110 opouore 'before 7ov ao..J.tht, 1 u ,...... \lt.e\ 7.,.. aMra tlt.e 

Prtt14tat 1 t 4tttralaatloa tlt.e\ ao oorporatloa elt.all 'bo ptraltta4 

to reap 'faot uto.xt<l profi\o froa tht 4ofeaot procraa; aa4 tlt.et 

tho Pa4tral tu qo\• -•' aoa\aia pro'flolo••tah will rotva to 

tlt.t ! rMOU)' eppraprl.att portloao of \lt.t proflh oreata4 -. pllllia 

4ofeatt opn41Joc. 

!lot lt.aar\ or tlt.e prolll• or tsatao profUo tuaUoa lo tho 

4e11a1UOI> or aorul prorUo, 'IIIla 1a \lot troUt teaG\ ... froa 

So lOIIC ao tlt.t oarreat bhraiaaUoa or aorul. proflh 11 ,...uiiC, 

oo .. \1'1117 uaaeoin protih will co v.tue4 at tlt.t ouo Uao that 

other ~tin proflh art ou'bjoota4 to '"'• 

!lt.o tXCOOO profih tU ouo\a4 at\tr aaretl>l ea4 leac'IIT 

co11t1braUoa l aat 7MJ' :~~rHOJ!. 'bt4 a ,_folt otulart of 

110rul u4 of amtttln profih, OorporaUo• wero cl.,.. tha 

opU oa of 'btlq \axa4 tUhtr oa \lot 'baail of l.a'rtt\84 oopUal. 

or oa tht 'baoio of tlltir ~ ilarliiC a f.....-Tt&r 'baat pertK. 

Par oorporatioat al.ea\1.-c t h t i aft&\ ... -Utl attho4, 

aorul. protih wrt 4etlaa4 ao tlt.t equiwal•t of u S peroeat 

retva oa 11l'fttta4 capital. OorporaUoao obOOtlaC t he loaat 

pu1o4 ...,.,IIC• aetho4 wra p tra1Ua4 11orul proflto , fret of 

• 

I 
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o:rctn p rotlh tu, h. "" _, oqv.1 \o 95 pore•\ ot tulz 

n;coao prot1 to ,..t l.ncor.t for the lout porlo4 • 

. b a ruv.lt ot t hh optloa the ll'UI'ber ot tua'ble oorpc

ro.tiona and the ...,..,, oi t uablt '""ell prot!\ a are tar lowr 

than ther voul4 'be 1t tither ot the t,., attho4a •• .-plOJI4 

alone. .UthOIICtl a c:nat -'ber of oorporaUoaa are l>netiUac 

tx\tlla1.,.1T t10a the 4et- procna, - dtber are ""' 

oui>Jtot to the emeaa prctlh t..,. or 1t n'bJeot to U are tu:aU. 

"" oal.7 a ••11 porlioa ot tllelr prctlta. 

!be aaawr to tile _.. IIJlll'O•it;r ot the two-toU ot~ 

tor norul ancl. n:oeoai n prot1ta il not i h replao•ant vUh ou 

or tho other alacl• ataacl.arcl.. Jeltber of tho t,., 11 in Uaelt 

aoceptal>le. 

It u:o1111 .. profit 1 wre cl.ehra111e4 oole1T 'b;r roterelloe 

to 11lYtetl4 aapltal, 'Without~ conelcl.eratioo of prior e&raiOI'o 

onreap1\albaUo11 wov.lcl. 'be rowrcl.l4 aa4 oo11Hn11Un corperah 

... ,_,.t wov.lcl. 'be ptnalhed.. At all e .. nta, a uitora aa4 fUel 

rate of re\VIl 011 1nnote4 capital b aa 1ai41ClU\e ataa4ar4 for 

cl.otara1n1DC t he noraal prot1h ot all the 41fterut ftrlltha u4 

cluaea ot oorporaUou that .,., bo taxed.. OlearlT, • rate of 

return talr tor ata'blt 'bo.ainen" ae;r not be talr to tbcet 1n 

r11lq UAdertaldllJI• A rate of retvn fair tor w l:L-nta'bl1ebl4 
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corpora\lono _. 110\ 'lie fair for ..., oerporaUou, .t. rate of 

roturll fair for larp oorpora\lou _. '""' 'lie fair tor -u 

oorpora\lou, 

!ho oUonaUft ori\orioo 'lleoo porio4 oo.ra1Jic• o1oo 1oao u 1 

ohortooolqo, .t.a •-•• ~ofih toz 4ohnlao4 liT \llo .... .._. 

oon>illco 4vlq 0 'lleoo porio4 WillA oa.p\ -.or OOlpOI'OUCIIO profU-

1q fro• uUo.al 4ot••• apoe••- ..... 4- .........,. \'llelr oora1op 

.,.... o'llur.alll' b1cb 4arl11C \u lluo po rio4, !he profl h 1o \llo 

touz ,. ..... prooo4loc \llo 4ofoaoo procrao oro aot aoooooorlJ, aonol 

protih, !hq _. la~o booa oiiiiDnollT hlp or alnlorw.l.J, low, 'l'llo 

t ax rot VIIo ot l>oD4 oo11taill - •DIPloo of both. 

!hooo p robl ... of oxaooo profito t&K&t1 ol1 are 4lft1eolt ao4 to 

our knovlotco Ia" ao-.oro beoa ool~o4 with oowploto oat1ofaot1ol1o 

111 10ro aor.al tiaoo • .,. tloo oppor\11111\ioo for o:a:oooho protih aro 

.:oro 11a1to4 u4 t'lle Gnn•u011t 'o ro~•uo requirooooh aro looo prooo-

1q, 1t '110ul4 be , poi'Npo, tho bettor porl of vlo4o• to probe loJICOr 

tor tho richt ooluUoa boforo aotuall7 1opoo1q tu tax. lilt thooo 

aro 110t ur.al tJ.Mo, !ho GonraMI1t 1o aoo4 tor rn ... o 1o proooU.C. 

'1'l>o oituaUoD oallo for o praotioal 4oo1o1oa. U 1 t a]>pOOJ'O t'llet oo 

14oo1J,-porfoot oxaooo proflh tax lo vl\hla ow roaoll, thn w aa\ 

cl>oooo that otro.cturo • i n vltl aol>l .... aoot of ov oll~ootino aliA 

erooto tho fowot bar4oMJIOo Yo propooo to pro-t tor 70111' oou14-

orat1oD oonral eJ.hruU ... o - eoao of vbl cll 1o pertoot - ...., of 

vhloh l>ao oo .. o4ftD\IICOO• 
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l. In tboo TNUIIJ7'• Pi bUUoe tu pl'Cip&a it .. prop nod 

that $11&4 ell11ea ba raiMii fna adllitioeal tuao oe oorpo ..... 

t ione, partlT b7 inoreaain& tho oorponoto 1- tu: and part1T 

b7 ot~eninl the u:can profit& t.ax. 

s .... nol us-to "a7 ba ...s. for inorau1ng t.llo roll of 

the axe .. • profit& to.z. OIIJ' prooet ....a oaU for .. .,. &lll>

atant.ial iA-a iA tboo tuaa OD tboo l<noor in- grcq>a, 

t!Dd.tll' U..a oiJ'cllaat,aDoaa, it - ~ fair to pJ'D"Iilla for 

tM &4aqUta tuati• of_ .. profit& --laraeJ,;, ~ tboo 

w.- propa. Ia will ~ tMt liMa tboo pra- u:co•• 

profit& t&z wu -ct.ed. 011r oalclllationa ware biNd on a dat-

expen41 tura of I' bl.lli""" In tM put ;rear thie fl4ure baa 

be.n incre&aed. ten-fold, and todq n faoe tho fact. of on 

1apeJ¥11Di f'O billlon p~raa. 

lA ol'CMr to 1ncre&H tM pol4 of t.11o u:coaa profit& t.ax, 

ita baaic pron.iona ....t ba atren&tbened. or tho ratoa incroaaed. 

OM •tbocl of att.alnlng th1a objootift ia b7 raftraing tboo 

ordtll' in which tM ~ an4 tboo u:coaa profit& t.ax are ,_ ,.... 

346 
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war -•• profit& t.u: ~. UDder tbia wa .. u ... , recoatlT .aM / 

to 11& bJ tboo Cllaf of st.a!f of tboo .Joint ea-1 tt.H OD lAta mal 

..,__ Tuati•, tho exceao protito tax wo'llld bl c.,...w witbollt 

reference to tM corporation in- tax MOl wcul4 bl allDired. •• • 
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clodllcUon ill OOIIPlt.illc t.b4l corporation inecao tax. !b1a :1a 

the renrH o.t t.b4l pre- practice. 11cor, tbe ,....nl 

corpotation tax ia caoputecl lint &Del 1a allowecl u 1 clodllo

tion in cleter.1niar the ine<ae aubjeot t.o the axc111 protita 

t&l<. Since tbe preeent plan wu lirat propoaecl t.b4l corporatioo 

tax rate baa been increa Hd. to Zl percent &Del there 11 bel ore 

you. a propoaal to illcre&H it to SO percent. TbaM illcreuea 

ill the oorporat. iDe- tax recluce tba 'Cue ol tbe exceaa 

.,tireq. Tbq preHDt a C011Pall111B reaaon tor e11'1DC aeri0118 

oonaiclera tion to the ....,.raal ol tbeae cleclu.ctiooa. 

Corporation• wbicb clo not ~t lr0111 the clefenae procr

ancl eam no ..,re than tbe:r clicl in the baae perl.ocl are now 

r~<~ul.recl to pq their abare of the preeent hi£har aenaral 

corporation texea. It foll.oora, I tbinl<, tbet corporatione 

'llbiob earn ..,re <:1u.r1aa tbe •araenc:r abov.l.cl DOt onq Pl!f their 

&bare ol thol a-nl corporation texea bolt ao uce11 profit• tax 

aa ....u. ~ preHDt qate of clodllct1olll preftDta tbia fra 

oCCIIJ'riJii with ra8pect to oubetantial -ta of corporetioo 

protita . 

a.nrai!IC the clodllcticma will aaln tbi.a preble. C~>Mgea 

ill the ,-nl corporation rat.• will DOt atteot the uce11 

profit. taxe1 Pl!flbl• l>T corporation• while at the •- tiM 

the corporation will be proteotecl aaainat pqina a uomal 

tax OO the UOUDt clu.l thol Oon.-t &I C CIII profit -·· 
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LM\ \lien 'lie ~ la\er 111-.r.\e.,'ac• I wl.oll to - U 

eloar a\ Wo \lao \Ia\ \lllo plaa wtU la oftoo\ .......,. t.loe 

_, of t.loe -•..,rofl\e ....Ut. I\ wt.ll 1o tlllo looo 1a u.. 

caoo of oorporau- nu., -.r \1M aftnp eara1aso ao\llot \lao 

fer \llooo ulac \M lafto\M ~Ual ao\llot, .u \118 30 ,.,.., 

oo.,-Uoa 1-• \a& ra\o o_.\M \o 7WI' -''""• \llo 

Jrotnlll -u ......,. \1M s ter-t lano\M ~ua1 orMlt'" 

\llo ..-.1..-l•t ot 5•b perooa\ 1a \M oaoo of oorpora\1- .VJoot 

\o \llo 50 per..U e211000 protl\o \a& rate. hr oozpora\looo •tac 

\llo a"ronp oaralaiO •\!lot all4 olllllar}¥ ov.\Joo\ \o \lot liJ.c)ooo\ 

ucooo protl\o \oz rate, \lot pnpoool .....a ottoo\ a naouoa 1a 

U.. oro4U tr• "-' tereoa\ of aftnp ......UD&O \o 79 peJ'OOat. 

Ia \llo a\ooaoo of a opoolal :prowtoioa, t.loe prOPOolll walt 

aloo roaoo \llo oro41\ allowM aow oorporoUou all4 an}¥ lafto\M 

-1\el, lw.ll ronl\o ..u .... ,.._'"· 1a ,.n, \7 Jft"ltial 

\loa\ \lot lafto\M MP1\al •" 1a _..,laC U.. oro41\ tor tllooo 

oorporaUou \o lao~o4 \7 aa _, ~ \o 25 pero•\ of \llo.\ 

part of laftoto4 MP1\al \loot 1o •• ~1\el, 

111148r \llio p...,..al, \lot 71ol' ot \llo ezoooo :protite \a& 

wnl& 'lie lao~M •' \lot\ of \lot oorporoUoa 1aooM \a& ~M. 

wt\11 a oU.taa\lal aot pia 1a U.. \etel for \llo - -· !lot 

robttalo of taz lao..-oo 1lllloll I o.,_\\M 1a -:t forMr o\o-\ 

proyiW for $5)11.5 atUtea MUUDIIJ. TiN' tr. \lot ool)ero\loa 

lao- \a&, tlloo lllllloa trD ezo••• protl to toz, ..tlac • \o\al of 

$,;,11.5 a1U1oa rr. .U.Hloaal oozporaUoa -·· 'OUor "i 'PftiiOOal 

I llaw ,.., .. uao&, with ao ~· la ratoa, \llo -· pronto 
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MZ wUa JnftU t'fo2,, ldll1• aat ilot lel7elalo 1M- w.z 

t27J·' uu1 .. , • • te\al at t9J6.1 1111u ... 

2. tun an 1n.nl oilier ,...ntlt\111 tor u. ... s..c ._ 

,.tel.t of \IIIII JI'N•\ -· Jl'lfUa w.z. I lilllw al..U, laoU

-.W t.lillll .u ute .. taU• at \aza)J.a protU1 • tlilll wte ~tt 

.... ...,. ....ace tutac .u pn•t-• perle& "-" -

.. .,.. .. u .. ,...rus..c h.- - ,_, _ _,,_ •nlT 'h • 

\loe1r ..... tace _. 1a1c1o Mton -. ut-• perle&. !1111• 

4ef1a1eM7 e..U M n.Uttl& 'r "'l'lal'-c ._ ,.._ .. ,......,. 

llft1IICI ..a tawa\ef. ... 1\al eretill wt~ a a...ut -..a • ilot 

nte of 1'1\111'& ta t.11e -..... pel'll&, '-' 1a ao ewa\ " ,..,... 

10 peoea\. flUe prorllloa, 1_.,......\.a l a a plaa ... I'I)C\\&4 

.. 7ftl' 1-.)oo-1\- lul ,......., _,laoM ... laftl\1& ... 1\al 

...a, to 11a1W -'· .u -..... pe1ot llftliiCI .... .,... 1Jiotlr 

U.. plaa, ....,...U.O• of -. l.awl ot tool'1l1IICI .....U.C i1ot we 

pll'la4, -. •d- ....Ut oollll. 1a ao n.a\ M _.. ~ 10,..... 

_, If ............... Jftla' oapt\&1. 

11111 .. a.a ..... - .nuot..a • , .. cr• .... ltl'lt, u.. 

tauau tn., ..a aal- ef e\eoD *1lll W - eallS..C u tall 

-....11 at ,.... .. , ..a ......... llftl ... .spt \to _,toallT att•tet. 

wt \Ia ilot renlt \IIIII\ etooldlolUn • W JVI'a"M ilot a \Ilk 

ta ceo& tata alck' t1M aall' taft~-•• -ll _... 1erta.1T 

l,...UI& t11111a ••lillln 'IIIIo w ,.......a •-'U• la • ...,.. .. 
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wboee ~ ncorda ,....., 110n 111 ba'*"''J' '11.\1> tbe1r 

1D ... ate4 oapi~ll . S.CODd, \lle 1D.,.ate4 oapi~ beiJW 

eo p.-inent. a part. ot \lle plan wo1114 .ha.,. to be 4nel'II1Mcl 

'11.~ anat. oan aDd 011 a unitora bul.e tor 41ft•""" 

oorpo:. UOilll. 

U it. ie 4eairecl to illpoae on exc••• protite tax 

which Will noacb \lle ld&h ratee of prof1te, re...,U111 ot 

~~ M1'D1Jip ot \lle ~ per1ocl, \Ilia 11 ol>Yi....q tbe ~ 

to 4o it. 

a. I haft alnoad7 referred to t.hl tact that Willer preiiDt 

law a nllllber of large, old, aDd often o.,.roap1~sed 

oorpo:. t1ono, '11. t.h lcnr •arn.I.Jia• record• 1n recent ;y11ro are 

benat1Una enor110uaq uDder ~~ 4etenoe pro,raa. liolrner, 

,...., 'l'it.h t.ba 1Dcreaaecl profite, tbair rate ot return 1a lclw. 

'I'bq either an not aubject to the tax or are - ble 011 

on1:r a ..all port.ioo ot their profite. ~c.b concenw, u 

will •• othln, U!f properq be callecl upoo to pq addiUooll 

t&xll oo ~eir earn.I.Jial• AD addi\iooal tax of \1>11 t7P' could 

be ~- 1A thl tom ot a •'"'•• eJ<oell protite tax. 'I'b1l 

M:f be ICCOIIP111be4 bJ iapoaiJW a •'"'••• in- aDd .XCIII 

protit.e tax ot 40 percent, with ~at lower ratea tor 8lll 

corpo:.Uollll • The reeult of th11 wo\ll.d be thlt a corporaUOII 

not. aubjeot. to uce11 protita tax would 1>17 • •'"'•• tax 
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of 40 per....,t. of it. u.-. !he inCI'MMC!. oorporat.e tax 

;rield of t.b1e a1 nl•n• t.u together w1 th t.be pra'lioul;r 

inclie&ted ah1tt 111 d.educt.1ona 1a eaU.U.t.ed at 11,201. 0 

111111ona. Thia figure 11 ~arable wit.b tbe SII114 .S ll1l.J.1oo 

inor .. ae in corporation taxes pra'11oul7 IN&/!IIted t.o 7fAJZ 

Coaod.ttae. 

Tbere are eneral. preced.enta for the ~1t.ioD of 

a1nSw,e W.:U• «d tld.• tiDd. 1be Dom.ftiOD of c.n.d&1 for 

inlt.anoo, u.»au a 75 percent uoo11 protih tax or a wln'•'• 

t.u of 1.2 percont of t.otal profit. before 111- taxu, 'll:lich

eYtr ruul.h in a ar-ter t.u. Graat 8r1t.a1D euppluenta ito 

exceao profih tax by a national d.atenae contribution baaed 

on 1ncoooe aod payable ~ 111 t.boae oases wbere it •oiU'Ita 

t.o 110re than the exc .. a pro!itl tax. 

4. ADotber Mthod. of approacb1Di tbia probl8 1a t.o raplaoo 

the exceaa profite t.u by a 40 per0111t 111- tax rat.e on all 

oorpora t.iona. '!he nl:oa of thia Mthod. l.ba in tbe !reecloa 

boa W>Certa1Dt7 'llldch would. reaul.t troa it. It would no16 

d.Utieul.t eda1111atrat1n probleM '11:11d1 lo .. l.arp 111 tbe 

eda1111atrat1on of tbe exceaa prof1t.e tax. It would recmoo 

t.be t.e11Pt.et1oo to waatetul corporate .. penclitorea auch •• .,..,_ 

ad.nrtilin& and. a:ooaein aal.ar1 .. t.o corporat.e offioial.a, aDd 

would. eJ1elnate the neoou1t1 for apeoial. reUef to corpcratioaa 
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Oil which the.,..,. .. prot1te t..x w.14 ~ 1A 1 diaeriaiM

to;ry ...,...r. 
The oerltd.Dt7 - 11111toz .. U7 thu &Cibir<ed wOIIld pam!.\ 

tald.na o~ larp ""-' fl'<la oorporat.iona wbile leaY1zlc tMa 

a IMire clat1D1te 1Aoant.ift to 1noreaoe their tutve ~. :rn 

other worda, tba rata ot t.be nat corporate tax WIJIIld oenr be 

ao baa..,. on IZJ!f clollar o! s.nc- aa the exceaa prot1 to t..x 

ratio c-biMd w1 til t.be DOmal tax ratio wwlcl -lllr'117 be 

on o ... OOJ'POI'& tJ.oo.o 111 ord.or to prodllce the - laOWit ot 

~. 

It io eotiJI&tecl tbat tldo plan wOIIld procluce S9~9.8 allliOD. 

s. There rellline one other po18ibU1ty. '!'he 1ncreaoea 111 the 

1ncliviclual inCOM tax ratee, ca&binecl with relatiftl¥ low taxee 

on capital aaino, tend to encourap the retention o! •ll'llinB• 
~ cozporatJ.one. the -"7 corporate taxeo uy bon almHar 

ettaoto eince the cozporate unaa-t U7 be conatra1necl to 

retain the eaminga it baa latt attar taxeo. 

The abcrre pro~ algbt be 111tezpretecl to call !or another 

IIDd.iotributecl protita tax. It ncb a tax ia iq?o-, b_...r, 

it abould. 1111t be aw:b aa to !orca the cliatributiOD ot act.lll 

oaob or propart7 to the atocllbolclere. 'lbile auob cliatributiOD 

1a h1abl7 cleoirabla UDder .... eoonomo conditiona, the pfteent 

o11'011Utancea oall tor aarlna rather thin openclina. Acoonl1lwl7, 
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tM reUaU• ~ ....,la tM oeqMra\1• 1a •t. _,el,, 
.. el.nllle. 

Aooordl.~, 1t nllla a t.az 1a to '1111 l.IIIOHcl, 1\ 11 ....,.11\ad 
that. it. lie ciMicM4 10 tMt. MrpOJ&\1_. wUl 110\ lie toi'Oid 

•a. t.aad - tbe1r ....... ~ tM .. .,.... eant.ac•· 
AD lllldilt.riW pratit.a t.az ~t. lie ""'1 1! ill -.J-

t.ioa wit.ll a .....-a1. s- t.az II' ill o..td•\loa wit.ll a 

....... l ,.,._ t.az a4 &D -·· protit.l t.az. u 1lpll&cl ill 

lieu of tba UDell profit.• t.u, 1D ooabl.nat.ioo witb a 

60 paroaot. c-ral iocae tax, it 11 aat.1Mt.cl. that. it 'IIOUl.d 

J1•14 $l,689.o& ailllClll· 

/ 
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fHE. aiECRCTARY 0 ,. THl T .. E.A8U"Y 
WAa .. INeTON 

\1111 na-t•- ..uJM4 Sa .. le\ter w ,.. - ,..-.. 
_. w :Sadiaw \1111 ....t t• .....u1oa ot \1111 preeaat 

1atr ud w .._ \1111 ditterea\ wp Sa 'llllioh tld.a -

be MD.1eMd, Ia iW priUat IJtaW \1111 <~Joan daU 

DOt 1Bd!.oaW \1111 'b&UGlJ'• Jlftf-· 

• Pllli1rl, 

!M'IblW .,._, 

I 
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H.M.Jr: 

Drew 
Peareon: 

K.M.Jr: 

P: 

B.M.Jrl 

P: 

B.M.Jr: 

P: 

R.M.Jr: 

P: 

K.M.Jr: 

P: 

B.M.Jr: 

Bello. 
• 

Bello, llJ'. lleoretai'J. Drew Pearaon. 

Go ahea4. 

.. 
355 

D14D't noo4 to bother you really. I 
1~t that letter 40wn there betore 10:00 
o olook an4 I hope the rHot1oo will be 
au ·~t. 
Well, I bawon't talkt4 to the seo•le..n 
yet. 

YoU. 8o.7, here' 1 eootth1111 I oeant to 
oalt you obou t yeetel'4a7. You rneober I 
tolke4 to you about that !ole40 Internal 
Rowenue bue1neea - Collector. 

Yet. 

I talke4 to 14 nynn an4 I,.,. talked to 
llheroan Minton, 14 n7nn 11 et1ll on the 
tenoe. M1nton teela Yei'J etrongly 111 tawor 
ot Oongrenoan Bunter'• oan414ate. I waa 
won4er1ng 1n w1ew ot the 4ea4look 1n the 
Ohio 11 tuation whether that nan 1 t a 
e1tuat1on where the !raaeury ooul4 eort 
ot aot on 1tl own. 

Well, let oe take a treah look at 1t, 
w1ll you' 

All r1gbt. You ' we got too ouch t o VOl'I'J 

about but, I tell you, I '11 call up -
wbat ' a-h1e-naae wbo wae han4l1ng that 
..... 
O.eton. 

Yeah, I aay - w1th your pel'011110n I'll 
tell h1o a 11ttle blt about 1t. 

I w1ab you woul4. 

/ 
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P: 

H.M. JI'I 

P: 

H.M. JI'I 

- 2-

0.1. 

!banka •••r ao 11110h. 

'fballlt JOI&. 

356 
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R.M. Jr: 

Operator: 

Graot 
'fullJI 

H.M.Jr: 

! : 

B. M.Jr: 

T: 

H.M. Jr: 

T: 

H.M. Jr: 

! : 

B.M.Jr: 

! : 

Bello. 

11111 fllllJ. 

'Xt1 , llr. ltortWol'J. 

Clraoe, I oaDDOt aell4 oYtr \he 1tatoant 
· to tbe l'l'tl1~t wll1ob hal betft prtpaJ'tcl 
beoaun I oa11 t n4ortt 1 t. 

I ttt. 

I'• ttrrlbll ~lle4 but I Jult 
oaD1 t ata4 U O'l'tJ', but I .ant JOU to 
aann Ot Prea14ent tbet bttort UJ 
1\at-tDt 11 J'ta4 Oft the Blll bt w1U 
ban uple tlH to look at 1 t . 

All r1pt, pa~~4. I ' 11 u ll hla tb.at . 

He'll ban uplt Uat but I tlapl J 
OaMOt IID4 tbll Oft I O'l'tr. 

All r1pt, 11r, \!ltD I'll tell bla tb.at 
be 1ll Ill U befort rr14aJ but J OU 40n

1
t 

know ju1t wbtn U wlll be. 

Well , 1t bt 4Dtan 1 t ban uplt U • • we'll 
po ttpoftt \ht htaJ'lftCI · 

All 1'1&11'. 11r. 

Bu t oertallll.l wt ' n not co1nc to put bla 
Oft the tpOt, but I 1 a Oft tbt epot an4 I 
fttl terr1bl t about lt. 

357 

Well, that' 1 all r1pt. I .. an, bt jUit 
tbllupt that beO&Uit JOU 110ul4 .ant bla 
t:o nt U btton \htn to Itt 1t he b.a4 , 
anr _.nu or reo-tn4aUOnl wa1 \he 
reaaon 'llb7 bl ta14 t o "ttll the lleorttti'J 
t:o pt: u onr to •• ta1J'lJ eoon an4 I'll 
, 17 a114 10 onr n . • 
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'r : 

¥111, I .Uqta' I ~4 "'' I 1
YI J••' 

t1n11h14 rMtiq 1t aa4 I oan't 'Pili ., 
DUI to U, 10 l'a not 101111 to tak1 ap 
h11 u ••. 

All 1'1&bt, Mr. IIOI'Itai'J 1 1111 till b1a. 
All 1'1Cbt, 111'. 
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H.M.Jr: 

Operator: 

Robert 
Doupton: 

R.M.Jr: 

D: 

H.M.Jr: 

D: 

B.M.Jr: 

D: 

H.M.Jr: 

D: 

R.M.Jr: 

D: 

R.M.Jrt 

D: 

Bello. 

~ 1 .. , 1941 
:15 p.a. 

OoJIII'••- Doqbtoa. 

AU 1'1pt. 

Ba11J'7 talk1q. 

All r1Cbt, Rel\17. 

I'•• 10' 'bad newa. 

Vbat'• tbat' 

Well, the treae11J'1 1en' t 101DC to 'be 
rH4J h-1481. 

Oh, rq Lor4! 

Yeah. We h&Yen't 'been a'bl• to set 
together down here. That e the truth. 

Well, I thought that 7011 were all Juet 
soinc to ooae down and eu'ba1t a nua'ber 
of propoei uone and ltlnd of lane 1 t to · 
the Ooaa1 ttee where - an 7011 not solos 
to ooae at all, ia that the 1daa' 

Oh, 1••· We're golDS to ooae 'but we're 
not prepared •• to bow to 9reaant it. 

Well, of oourae I oan't 1ne1at upon 
JOUr ooalns until Jou'r• rea4J, underatand 
that, 'but 1t ie •erJ ea'barraeelftl. 

Well, 7011 oan put 1t right on ua • . 

You ltnow 7011 thousht JOU 1 d ooaa weelt 
'before laat. - 7011 told •• Jouraelf 7ou'd 
ooae MondaJ uy here and then we went on 
and that 414n t -•· and thlll JOU aald 
the other night 7ou'd oo .. P,.idaJ and 
I'•• 'been telling •••rJ'bodJ that. !heJ're 
after ae, 7011 ltnow, all the tlae. Well, 
ban JOU tot aD1 - are JOU approaob111C 
al\1 (laush• l aolution of it aD1 ..,, 
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R.M.Jrt 

D: 

R.M.Jr: 

D: 

R.M.Jr: 

D: 

R.M.Jr: ' 

D; 

R.M.Jr : 

D: 

H.N.Jr: 

D: 

H.M. Jr: 

- 2 -

I t!Unk eo. I &Mil, I Jult hel elK 
about 1t; I aa e1ok, 

Well, 1t hae got out eoaehow. I BeYer 
bad &DJ reaaon to belle•• - but ~be 
newapaperaen attar •• yutar4aJ ao1'111ftC 
aa1d there waa out that there waa a 
d1aacreeaent be--un you and llllllinn. 
I told thaa I ha4 ne•er hear4 of &DJtiUIIII 
like that. 

Well, I haYen't •••n &DJtb1nc 1n the 
papara about that . 

'X Nil. 

I hann't aun &DJtb1nc 1n the papere 
about u. 
Well, eball we •••.• 

Well, I mean, we 'll Juet na•e t o oome 
up Monday, that'• all there il to it. 

Well, then you eee we'll ha•e to go 
o•er two or three 417• to gi•e tboee -
it &nJbody wante to come i n oppoeition 
theJ'•e got tiae to kind of load their 
g1111e. 'l'b.at wae the underetandinc you 
know that whene• er the Treaeury oaae 
wbJ then we'd let a little tiae elapee 
eo that if an7bod7 wanted to coae in 
oppoeit1on to it the7 'd b&Ye tiae to 
prepare their oaee. 

Well, I ne••r felt lower and I'•• got 
no axoueee , but we 're Juet not readJ, 
that'• all there ie to it. 

'Xou juet oan't ooae until MondaJ. 

Well, 1t'a •• •• • 

Well, oan I tor certain oount on you 
tor Monday? 

Yeah, we' ll ba•• to. 

360 
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D: 

B.M.Jrl 

D1 

H.M.Jr l 

D: 

- '-
WeU, aU rlpt. 

We'll ban to. 

(~up). Well L all rlpt. !bank 7011 
• •1'7 noh. It 1 oan be helpful 1n aa:r 
• ., let •• know. 

!banke tor 70111' obarlt7. 

'rbat ' • all 1"1pt. Ooo4-b7•· (Lauch• ) . 

36.1 
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K.M.Jr: 

Operator I 

Guy 
Relnr1ng: 

R. M.Jr: 

R: 

R. M.Jr: 

H: 

R: 

H.M.Jr: 

R: 

R.M.Jrl 

R: 

Bello. 

.., 1~. 19~1 
~1}5 p.a. 

0oM.1u1oner Reluring. 

Bello. 

Ou1, I wonder it you oan help •• out. 
I 1Ye reaohed an .18paeee between JOU 
and ae that I Juet had - 1 oo\11411

1 t 
eend ~liYan'e etateaent o•er to the 
Preeident. Bellot 

Yee. 

And I 1 Ye had to aek Doughton to gi•e ua 
until Monda7 now. !low, let ae aak ;rou 
th1e. You alwaye give me a etra1ght 
antwer. Do you think the preeent law 
it all right the way it ia on the booka 
now aa tar ae exoeee protite go? 

Well, we'd have to inoreaee the rate 
•ery materially t o raiee the amount we 
were figuring on. 

Well, I aean, do you think 1t ia a fair 
lawt 

Yee. 

You think it u. 
Yea, I th.1nk it ia. 

I aee. 
You won't be able though, Mr. Secretary, 
to get any add.1t1onal exoeae protita 
tax out ot the•• who get additional 
1nooae aa a reeult ot war oontraote. 
It'll be a tlat rate that will hit all 
ot thea Juet alike, but tho•• are the 
tellowa who 111 be b1 t the hal'deat because 
they .ate tba 1argeet 1nooae. 
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R.M.Jr : 

8! 

R.M.Jr: 

8: 

B.M.Jr : 

8: 

R.M. J r : 

R: 

R.M.Jr: 

H: 

R.M.Jr: 

B: 

R.M.Jr: 

• 

- 2-

I don't ~nk I •u1to undorotand 70u. 

Vtll, Wbat I aean 1t tho oorporat1ono 
that baYt thuo w.r oontraota are 101111 
to ban to pat a l&J'Ier 1nooao tax w1 th 
Jutt a otra1 t 1noroaaod rate and JOU1ll 
oatoh tbn t t W.J althoup 7ou'll 
oatoh tho other oorporaUon. on aooount 
ot 1Doreaaod bua1noaa aa a ro~t ot tho 
-r &114 no -1' oontraou bau a larsor 
1nooao too. 

Well, how are J OU 101111 to 40 tbatf 

Vhatt (Paueo). But I don't ~nk 1t'e 
unfair booauae ••••• 

You aean put a noor 111, ..,, ot ~ 
or aot1oth1ng lUte tba t. 

Yeah. 

You aean keep the prettnt exoee• prot1te 
tax but na•• a noor 1n ·~ that 7ou 
oatoh anJbodJ under a oerta1n aaount. 

Yea, 1norea11 tbo rate t or 1netanot to 
~0- Juet like 1t 11 now and tTti'Jbo47 
ot oour•• - eoae ot tbt oorporat1on• 
will oontond that ther're not setting 
tbie ae a reault ot tbe war but buaina•• 
senerall7 1e inoreae1ng •• a reeult ot 
tbo w.r and tho onee Wbo set the b1& 
Ju.p-up are tbt one• who'll aakt tbt 
1113 oontribut1on. 

!bat'• right. Well, think about 1t and 
it ,ou'•• sot aJI7 idea• put 1t down on 
paper, will yout 

All right. 
I .., oall on rou toaorrow aornins 
aoaet1at. 

!bat'• all right. 

!bank JOU. 
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H.M.Jr: 

Hull'• 
8aorataJ'71 

Oordall 
H11ll: 

H.M.Jr: 

B: 

H.M. Jr: 

H: 

H.M.Jr: 

B: 

B.M.Jr: 

H: 

B.M.Jr: 

R: 

R.M.Jr: 

Ballo. 

Bello, B•IIJ'1· 

11&7 l~. l~l 's" p.a. 

Ool'llell, dld 7011 sat a latUr froa 
Drew Pauoeoa. 

:r .. , 1••· letwen tbl'aa fallow• -bo47 
•• ~ "' I'• not S01Ill to pn 1t 
U17 llDN ~t. I SOt nl'J dlraot 
lllt-UOil 'IMlt aoaebodJ waa wroas out 
of tbl'ee lallowa. 

Wall, now, look. Plea•• don't Judi• •• 
pll ~ . ao qlll0kl7. 

Ro, I'a 101ng to forset the aatter. 

Beoau•• I'•• told 7011 and tried to prowe 
to JOU that I don't so around or1t1oia1ns 
other .. aber• of the Cabinet. 

lo, and I don' t think JOU wo11ld tall 
.. oret proa .. uns• of the O&binet. 

we11 ....• 

loaebodJ dO" but I don't think 7011 would. 

Well, I n..,er han and the da7 that I 
dO wlll be the laet da7 I'll ..,,r 10 to 
Cabinet. 

Wall, 7011 haYe an idea a&Jb• WbD doea; 
I think I do, but I aenr aq anJthiDS 
about u. 
But, Cordell, don't be alwaJ•- JOU know
th1nk1ns I'• th• su1lt7 tallow. 
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R: 

R.M.Jr: 

R: 

B: 

R.M.Jr: 

B: 

H.M.Jrl 

B: 

H.M.Jr: 

- 2-

Wall, there ben 'b .. n eo MD7 thine• in 
the laet tour or tiYt aontbe tbet ••••• 

You Ill, IO&I'bo4J talll JOU, Will, it 
thara it aoaa oritioiaa 1n the papara 
it'• Morsanthau. Wall, now •••••• 

leah. Wall, l'a IOing to par no aore 
attention to that now. 

Baoauta when rou oall •• up lUte tbet 
it upeat• ae and •••••• 

Wall, tbet •• - ot oourea rou lmo• tba 
thiq •• rotten - tba artiola ... 
rotten. 

Wall, 1 agree wlth 7ou. 1 agree v1tb 
JOU. 

And 1 bed gotten what looked on ita 
taoa 11ka an a'beolutalr aoourata report, 
but I'• not go1nc to paJ aD7 aore 
attention to 1t 'beoauta tht7 41tter 
about 11:. 

Well, now, don't Juet - 'btl1aYe 11: or 
not I'• not going around and or1t1o1a1DI anr a .. 'btr ot the Praa1dant'• Oablnat. 

Yee. Wall, 1 hope tb1nga wlll ooat 
along. 

I hope eo. 
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HI(Jrt 

0UJ 
Hel•er1118t 

HI(Jrt 

B: 

HI(Jrl 

H: 

BY.Jr: 

HI 

HMJr1 

HI 

HMJrl: 

H: 

ltMJrt 

Rl 

Bello. 

Mr. BeoretarJ, 

'l'hat1 e ae, 

lfll7 1~. l~l 
~t5) P••• 

I wonder - on page elenn and tvelft 
Ot thU IMIIOrMdUIII, 1 t IIUggeated 
&DOther aethod ot approaoh1ng the 
proble• on a tlat oorporat1on t~ 

Yeah. 

I Ju.et wondered 1t JOU had g1 WD 
that eo .. tbou~t. 

Yell, we haw. 

!hat'• the e1mpleat vaJ to 
administer 1 t, 

Yhat'• thaU 

!hat' • the a1mpleet va7 to 
adm1n18ter 1 t. 

Yell, there' e been a euggeat1on 
on tla t oorporate tax hoold.ng 1 t 
up v1 th an und1atr1buted prot1 te tax. 
'l'heJ •ae•ed to th1nlt that that 
w•neoeeaarJ. I don 1 t 'kDOW whether 
1 t 1• nor not. 

Yell, that would help the 1nd1'11dual 
ot oouree to 1noreaee hU tax b7 
getting h11 d1'11dendt and 1t wouldn ' t 
be a bad idea. 

366 

But, euggeetion waa ude that we 
malta 1t a high tax, a high und1atributed 
prot1ta tax, eo theJ oouldn't hold 
1 t and aleo malta it eo that theJ 
oould d1etr1bute their prot1t• through 
etoolt lt theJ wanted to and lteep their 
tax. 

Yeah. 
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!O(Jrt 

B: 

I!I!Jr: 

Ill 

HMJr1 

H: 

l!MJr: 

R: 

HMJr: 

R: 

- 2-

... , 
Bat, the el~leat W.J tor a4ainiatratioa 
!Cr. BeoretarrL~• a etrdpt oorporatlon' 
tax or, ea,., ~-

I agree With JO\I• 

Yeah. And tor theae oo~l1oation• or 
tbe reeulta of th1• exo••• prottia 
an4 the war we ha .... to 80 baolt an4 
ulte returaa or ttwaa other oolq)&Dlee 
1a a lot of 'he o .... in thinp lllta 
that U a hu4 probln. It thaJ had 
a atra1ght ~ rate on corporation• 
on the1r 1nooae, we would get n1aa 
!mildred and th1rtJ n1ne a1ll1on, and 
than 1t theJ want to pat anJ qualitJing 
phraeea on there about foroing thea 
to d1etr1bute, vall that'• all right. 

Well, think acme more. Ma,Jbe JOU and I 
aren't at all apart. 

trh huh. But, tha t would make a nrr 
e1aple adm1n1Btrs t1on snd we'd get 
th1e mone7 collected now While vlth 
all these oomparat1Tel we have to 80 
into 1n getting theee tablee up aa to 
what their 1noome val tor the tour 
JS&r• and the abnormali t181 that theJ 
would ea7 ex1eted in eoae of t he Jeara 
and all that, ¥111 deter ita oolleotlon. 

I aee. 

Juat a flat ~~ on corporate 1noome 
would get the result of the amount ot 
moneJ we want, I think w~d aatief7 
the oorporat1on• exoept eoae or thea 
would 1t1olt on a high rate but that 
1an•t ~thigh rata if theJ don't baTe 
an exoeu proti te tax attached .on to 
lt~ 
no ,.ou think the7 would baTe to hoolt 
on an und1etr1buted protlt• tax wlth lt! 

Well, ,, would haTe to do thet to 1naure 
th• d1etr1but1Dge 
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H: 

l!J.!Jr: 

H: 

l!J.!Jrs 

H: 

ID!Jr: 

H: 

HUJr: 

H: 

HMJr: 

!1: 

ID!Jr: 

!1 : 

HMJrs 

Hl 

HJ~Jr1 

- J-

We11, there 70u are. 

Wel l • .•• . •• 

'l'he - one or the beet tu men 1n the 
country euggeeted thl\t to ae onr the 
week end. !hat• a a atra1ght llo~ w1tb 
an und1atr1buted pror1te tu to malta 
aura they roroe t he t h ing out. 

Yeah, eo we get the proportionate 
tax rroa the 1nd1 'fi&lal. 

Yeah. 

'!'hat 1 a the beat eoheme, I think, t~ 
si~leat or adainietration and the 
qut oltaat 1n oolleot1on. 

How, eo our - what about - hl\ft you got 
eoae good oa.aea up there showing vbat 1 s 
the matter wi t h t he present law! 

Well, I don't know or any right orr 
band but we Juat commenced to get 
t hoae, you know. 

Well, they are looking it up; suppose 
JOU hi\Te your crowd look at eome. 

Yeah. 

See 1! they haft any suggestions or 
i nequal1 ty •• •..• 

Yeah. 

Ot ooapan1ee • •..• . 

Yeah, all right . 

Will you do tha tt We are going to 
ha"" eo !II! thing tomorrow 110rn1ng. 

(Laugbl) 

Well, let some or your boys work 
t onight. I don't expeot you to. 
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---
B: !berl ba,. all PM, I Wat. lid 

I 1 
- 1t I MD .. , bo14 ot 110• 

of ba. 

111Ur: Yell, gd th• 1D a little 
thell 11l the 1101"111ng. 

earllezo 

H: Yeah, I'll 4o thtt. 

l!l!Jrt V1 u J'01l 4o 1\batt 

H: Yeah. 

HMJrt !huk J'OU• 
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Opera tort 

R.M.JI'I 

John 
llllll1'f&nl 

R.M.JI'I 

1: 

B.M.Jr: 

1 : 

H.M.JI'I 

8: 

B.M.Jr: 

8: 

H.M.Jr: 

II 

R.M.JI'I 

a: 
B.M.JI'I 

I want an eet1aate ot Wbat \he 
'l'I'M1111'7 plane propo11d lan •-II' 
OD a \aZ b1U, Wlbat \hat would pi'OduOI 
1D ~ WT ot H9enue. 

!11, I alked tor \hat and I •• told 
U would take wo or \hl'le welr.e. 

Well, I don't underetand u. 
Well, :rou ••e there vaen't aD7 bae1o 
1ntoraat1on on 1\ laet ~II', tbat 1 e 
Wb)'. 

Well, I ehould th1nk the:r would han had 
1t an;rva:r. D14n 1 t the:r eet1aate 1t 
lalt IWIIIII'' 

On a 'fal'1et:r of 41tterent propoeale 
WI sa•• thea···· ·· 
Well, hOw about the etl'e1ght treaeU1'7 
pi'Opo .. l•' I aean the one - the 11-10. 

I don't know. I'll t1n4 out 1f I oan 
get that tor :rou, ell'. 

Well, tell thea I'• alk1ns tor 1t. 

I will, air. 
Bow, th1e would 'be on the ooe1ng :rear. 

an •4u 
1 41. 
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H.II.Jrl 

8: 

R.M. Jr: 

8: 

- 2 -

tbaak ;rou. 

An4 JOU 'ftllt 80 to Oall JOU baCIU 

Ro, no. I'• l .. Ylftl now. 

RS.Fit. 1Joo4-b;re. 

371 
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lrlU* ._IUiaMIF .,,000,000, la YSew af :rev • ._..._, 
M U. ada~ ,._ 'IPlaU \a Aewtaea M aat.t a. .. ,..u 
,.1-a \a \allll ... Wa .-a\l.oa af \Ulai -r t.11e lll'l\1ok 
00 ....... at - u -\lllal en1t ., .. a. ... eu'l7 ,., ,.u ......... .. ....,., u ..u .. a.., "'' 1t a. liN 
~ UtflRltT a. 'IPIU lalla\ ,..... ...,.n, '-t.la wlt.la Jlet*lU 
.. , wlUll-
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--=----..... -- -_ .. .. 

lla7 u. lMl 

111 dear llr. hore~: 

'ftul 4ratt of an Per-all asreeaut to oonr 

defen .. U'tlolee ..S. &Ya1lable to Great lr1tala aDder 

the s..-4-'-H .A.ot, eaol.oaed 111 JOV letter of April 2S, 

haa been 11114er oou14eraUon for - u .. bJ ... ..,.,.. 

of the Depal'taent aD4 reprenntaUY .. or tb.e !nani'J. 

Tbe auggeaUone which haYe been lla4e are to be incor

porated 1D a new 4rett whloh, 1t 11 hoped, w111 be 

rea47 tor earl7 oone1derat1on. I ehall get 111 touoh 

with JOU aa aoon ae the draft 1& read7 ao that we .. ,. 

dUou .. u. 
81noerel7 JOUre, 

Tbe BoDOrable . 
BeDI'f llorgenthau, Jr., 

• 1 ~· .. '( 
'"' ' seoretal'f of the rrea•UI'f· 

• 
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Srorrtary of Statr 

Vluhington 

1919, fourtrrnth. 

FOR TREASURY. 

U>IIDOM 

Datrcl ~ u, 1 41 

Rto 14 l1t6 P•• 

• 

1. RtplJing to a quutlon in thr Rouar of C:oo-lllonUI• 

3?5 

yutrrday thE ~mt lliniattr madE t-..c following annOUDOr· 

mcnt regarding tht dut1u to br ptr~ot·mttl b'f Branrbrook: 

"Tilt MinistEr of :O.tatr 1dll dieo!la:·g• gznEre.l cabinet 

dutiEs and thE sptc1P.l dut1ta asa1g>lEd t('! a mtmbtr of 

tbr Il«frnsE CommittEE of thE liar Cabl,ntt . ThE Dcfcnat 

Com=itttt works in two acctiona: tht DEftns• CommittEE 

(oprrat1ona) and JJEfEnH Col!ll!li ttu (aupply) . In ruturr 

thE Lord Privy Sral will act aa DEputy Chairman of thE 

rormcr; and thE llinisttr of ->tatr or tbt lattEr body. 

Tilt Miniatrr of StatE will alao aot aa rrfcrrr on 

priority quuttona. • 

2 . ThE Cbancrllor tbr Exchrqucr rrply1ng to a 

question regarding unit truata atatcd: 

"I haVE oOIII£ to tb: oonolua1on that in thE national 

intrrrat unite and aUb-unita iaaurd by unit truata ahould 

b e brought within thE dEt1ni tion of accuritita and 
NgUl.a tion 6 

-
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- 2- 1Ql9, fourtEEnth trom London. 

rEgulation e baa bun u11nded aooord1ngl.J . The Ettcot 

ot th1a amrndllltnt and or an cxmpt1on ordrr 1aauEd 

oonourrmtly 1a that un1t truata wUl not br ablE, wi th

out trEasury cone mt, to 1a aur un1 ta Wid aub-un1 ta 1n 

rxoraa or thE numbEr Ex1at1ng on thr 12th Kay.• 

WIIWIT 

RR 

Regraded Uclassified



EH 
GRAY 

Bnol1n 

Dated llaJ 14, 1941 

Rco 1d la~O a•=•• lSth. 

Srorctary or State , 

l"luhi ngton. 

1904, K&J 14, 7 P•=• (SECTION ONE) . 

Por Treasury fro= Heath. 

'lhr Ocrtan ~as todaJ tcaturu Pinanec UndEr StorE

tar, Rei nhardt' a upon' of tax rEtume tor thE fiscal 

year cndrd Ma.rch 31 last and thE torcout of rEvEnuu 

tor thE prutnt p.riod. l.btrcu tax rEvEnues for the 

last ftaoal :rear had originally bttn forecast at 

es, ooo,ooo, ooo marks revisEd upward to betwEEn 26 and 

27 billion marks thE actual tax rEturns wErE 27. 2 billion 

=arks . Tax rEvEnUEs for thE current fiscal year arc for£-

oaat at ~ billion marks and in addition thErEto REinhardt 

olalma there will bE ad=inistrativE rEVEnUES (from stat£ 

ownEd enterprises fees ct cEtEra) of 5 billion marks re

turns of 1. 4 billion marks trom the war contributions 

imposed on thE muoicipalit1ta at thE beginning of hostili 

t1Es and 3 . 6 billion marks trom the "matricular• war levy 

on thE protectorate and thE "ar costa indemnitiEs imposed 

on occupied tErritories . Thus thE Rtichs revenues art 

expected to total 40 billion marks tor thE present fiscal 
period 
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EH · 2- 1904, Way 14, 7 p, m, (SECTION ONE) from BErlin. 

period which figurEd at par of rxchangt lo roughly 

rquivaltnt to 16 billion dollars of which in tht 

nEighborhood of 1,5 billion dollars will bt furnished 

by occupied territoriEs . Tht actual burdEn on thE 

occupiEd tErritoriEs will bE huvitr than thE figurE 

indioattd since in all casEs thE Rtioh has asoigntd 

an artificially low ExchangE rate tor the currEncy of 

the occupitd country, 

REinhardt ' s txpost' givu two other interesting 

f1gurts; (on£) an tstimatE of the present annual Gtrman 

national incomE ot 100 billion marks and (two) a statE

ment that thE dtbt ot thE Rtloh on March 31 last was 

around 90 billion marks , For thE first quarter of this 

ytar thtrEfort thE REich dEbt incrtastd somt tEn billion 

marks indicating annual borrowings of 40 billion marks. 

17htn to thE forecast REich ' s tax and miscellanEous rEvtnuts 

of ~6 .4 billion marks Exptottd to bt dtrivtd from all 

accounts during tbt prtstnt fiscal year art addtd possible 

Reich t a borrowings of 40 billion marks municipal and pro

visional taxts of possibly 4 billion marks and quasi 

compulsory labor and charitablE contributions and untm

ploymtnt insurancE and pension prEmiums tt ottEra 
aggrEgating 
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EH -~ 1904, Ma7 lf, 1 p, m, (SECTION ONE) trom Btrl1n, 

aggrrgating pErhaps 5, 5 billion marks thr statE public 

and ermi public institutions will havE oolltcttd or 

borrowrd a total of 89, 5 billion marks which dots not 

comE tar from. m,tching REinhardt ' s EstimatEd national 

1noomt of 100 billi on marks , 

MORRIS 
CSB 

' 
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EH PLAIN 

BErlin 

Dated May 14, 1941 

Rco ' d 2 a.~., 15th. 

StorEtary of sta t E, 

7/ll.ahington. 

1904, May 14, 7 p, m, (SECTION 'l'i/0). 
/ 

Rei nhardt ' s ExpoSE shows that propErty and trans-

action t~ra (including income taxEs) yitldrd 17. 7 billion 

marks in thE fiscal ycar EndEd Maroh ~1 last comparcd with 

thE 16,~ billion marks tht prcvioua f1acal pEriod, custom 

and consumption tax Es 5 , 4 billion as compartd with 5 , 3 

billion, thE war surtax on incomt tax 2 , 5 billion as 

comparcd with 1 , 1 billion, thE war cxcisE tax on bttr, 

tobacco and sparkling wince 1 , 6 billion as comparcd with 

0 , 8 billion. Tht incrcaaEd tax rcvEnUE REinhardt pointEd 

out wcr£ obtainEd drspi t E cancEllation of thE tax on i n

crEasEd incomE at thE closE or thE 19~9-1940 fiscal pEriod 

during which it yieldEd ~00 million marks and a 167 million 

mark drop i n rcturns from thE emigration tax. 

ThE income tax on wagta and aa l arits (Lohnstcucrl 

yi eldtd 2977 mill i on marks tht last fiscal ptri od as com

partd with 2645 million marks thc prEctding fiscal ycar , 

ThE 

, 
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EH - 2- 1904, May 14, 7 p . mr (SECTION TfD) from Berlin . 

The returns from this tax for the single month or March 

1941,. howEver, wert 259 million marks ae compared with 

203 million marks in March 1940. 

381 

ThE yield or the aesceetd income tax during 1940-

1941 was 5126 million marks ae compared with 4347 million 

marka in the preceding fiscal pEriod or an increasE of 

18~ tor tbe year . Tb£ March 1941 return of 885 million 

marks was , however , 31~ abovE rEturne in March 1940. 

The corporation tax yiEldEd 3476 million marks 

dur i ng thE last fiscal year as compared with 3214 million 

marks during the preceding period an increase or 8 .2~ . 

The yield dur ing March 1941 or this tax, however, was 

674 million marks 23. 4% over thE March 1940 figures . 

The turnover tax gave 3929 million marks during thE 

yEar endEd March 31, 1941 an inorcaee of 5. 3% over the 

3733 m.1111on marks collEcted in tht preceding fiscal 

ptriodo In March 1941 tht rcturna from this tax, however , 

were 274 million marks an inorcast or 14% over the March 

1940 returns . 

(END OF MESSAGE) . 

MORRIS 

EM.B 
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S!Rl O'TLT CO!l7I DII'!UL 

TREASURY DEPARTMENT 

INTER OF'F'ICE COMMUNICATION 

to Soorotarr Morcenthou 

••o" Jollll C.VUoy. 

Re: Prinotlo 8 tophan1o Hohollloho. 

'1'be attacho4 olippiJIII eoneorniJIII Prlnoou Boholllolw aay bo of 

\ntortlt to you. I'll infol'llo uo thot they know no\hlJIII of tlw 4onl

opooontl in thh call, o11u'" tho •ttor 11 on\iroly 111 tho han4o of tho 

Buro..,. of IoaJ.craUon *""' Jaturalilatlon. Hownor, I'll upoc \o inforaa

tlon ohortly froa tho .lttornoy General, ani!. will tranuit U to no ao 

aoon ae reoe1Ye4. 

382 
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TO: 

noM: Ill . 8CnABZ' 8 OFFICI 

Tbe Seoretery 

So tar , only the Lie t Erickson 

and Andrew Johnson pr t jects check 

with the Baltimore Sun. The 

Scr ipps- Howard people bsve their 

own lit tle o81Dp81gn on, which ie 

wby Lucey was at your press 

conference ~nday, 

383 
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IJ.SJUIIGTO» lfDS - llaT 14, 1941. 

. 
CUNS Oil IIONUMENTS? 
~ ft .,. talldlla about uvlq \hat billion /nm-;;;;;: 

cl-'- ...,..._ why not 11\W a at&rt rip t now with 

• f .. 
1
..mt.at AQOIM with an1 butl.,... exJIOrienee knowa 

tllat tlie ,._, to cut Ia tjl becin with U.. nlckela and \he dimeo • 
• l,th 1M 1M_. ODd the tui fan~, the atationery and th; 
laoir~ ~-·eon.. That'a where you lind the dribble. 
Qtbelwloo 1M .u-t :roor _...,. araulnr whether, u in thia 

- a lllllloa ca be u'red. """' lib u DOt, docide it can't be 
tloao, ... ,o .... nouu..., 

.Wellllalt a bllioe Ia a~ ....U obJective to ahoot at: 
tloat 1t.llut two 01' three ~ of ~ fat oould be pared off, 
ODd tlllllla t1Mi procou our Govem.,.,nt would beco""' oorre
futt~ al:laaplr. bee&IDO we would beeome leaner and fil.ter. 

ut It - be ...,. wiltM it'a d6ne !tom by Item. 
So let' a ocid "er ,_-u_ Of oil \be aptDdlnr p._a 

at a u ... tillo tbio, U... ataDd out u U.. moot ridi<uloaa. 
Alnad1 on the m<JOumet and memorial lilt are over $6,000,000 

M111Mtod appr<>priatiooa. '11l•• raqe !tom $1000 lor a plaque 
to tho lllventor of the ateol plow, to $5,000,000 lor a Beniamla 
Harrilon national forest in Indi&Da, the brainchild of s. ... Wil1ia 
((R.) and Van Nuys (D.). 

Rep. Roece (R., T ..,...), a member olthe Republican family o£ 
eoonomiaers, would SJIODd an u -not-yet..,atimattd aum for 011 

Andrew Johnson memorial. 
Rep. Flan~an (D. VL) would tou In $6(),000 of taxpayer 

dough for eomethillc nioe to commemorate Gen. WiUiam Campbell, 
of the Revolutionary Wr.r. An equal oum Ia Uf\!td by. Rep.. Culkin 
(R., N. Y.) u a tribute tq Maj. Gen. Jacob Drown ol Sa.cketa 
Hr.rbor, N. Y. 

Rep. Hare (D., $. C.) Ia more modeat In hla appraiaal of the 
auvlcea ot loaner Gov. Andrew Pi<.kena u tb- aervices relate 
to a monUJDODt to be erecUd -· Edrefitld, S. G. but he cornea 
up wilh &DOiber ooe for $50,000 lor Gen. Aodraw Pi<.kent, to be 
....,\od at Polidletoa. ia Rep Hare'• otato. 

Rep. Smith (R. Me.) rrow• geaerous to tile memorr of Maj. 

I 
~mry KDox, late of ThomASton. Mt., to the tune of 25,000 

Lief Ericklon Ia spOnsored for u ... yet-unmentioned amount 
by Sen. Nye (R.N. D.) , and Rep. !olurdoek (D., Ariz.) rete -ti
mtntal reprdinc Fnu>ela«> Vuqun de Coronado. No pci<e yet 

aa~mecl. 10 lt ,_. kJ "• juat u a practial 1tart toward that mueh·mentl~ 
bll n, we aur \hat all these Moored dead, who have wa• 

I 
qu a while at:!dy. can wait eome more. Or, lo put it aoottier 
wo,y, that hore 11 over ~6.000,000 dollara we know damn well 

can be u vecl. 
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....... bJa ... Solnran 

Beent117 ••&llllthau 

.., 14, lMl 

I ..a.r 1! tllen Wftla't • ... _, ot 
Mttbc tbe lelttaon hllll1q 8\a to ..at .. t.e tllat ool
Jor a fti'J ....... \lolrlM eo that otUr ptlpiN ..U 
tob lt. !lie •ol- - nfll'l'bc to 11 tile - that tMJ an 1 'BI • .. ....,, do. U • ..U pt 
Nftnl ~ ........ •• apepon r-a1M t\ot 1t ..U lla'n 
• .,..., pl .... t ott .. t. n-~ ll ...... .a report 
to • -.r .... - w.,. 
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TREASURY DEPARTMENT 

INTI:,_ Ol'l'ICI: COMMUNICATION 

DA ... !.!8y 14, 1941 

to secretary Morgenthau 

'"o" Mr. Schwarz @_ 
In accordance with your memorandum this morning, I 

talked with John Owens ot the Baltimore Sun , who report s 
that t hey do not do any syndi cating but that they are happy 
to have their stu!! reprinted wi th credit . There!ore , 
!!r . Kuhn and I shall suggest such reprinting in as many 
places as possible, aware ot course that tollw pay more atten
tion to what t hey buy than what they get tree . Jtr . owens 
was gratetul t o learn ot your interest in their ettort and 
asked that you be in!ormed that Hamilton OWens is in 
direct charge ot the series and that they are being written 
by Newton Aiken . 
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IRVING BERLIR 

Mr. Henry Morgenthau, Jr. , 
Becretarf or the Treasury, 
Waahington, D. 0. 

Deer Mr. Morgenthau: 

Since writing you, I have thought about a eong 
t or your Def ense Bonde Compaign and think I 
ha•e aoaeth1ng that ehowe aome proaiae. I told 
Howard Dietz about it todar and he aeeaed •err 
enthuaiaatic. Bowe•er I would like to d1ecuaa 
it with you or someone from your department 
before aalting a det1n1 te dec111on. 

I am going to Washington on Friday to attend 
the Bor Scout Rally and will be at the 
Wi llard Hotel after t our o'clock. Would it 
be poaaible to see either you or Mr. Kuhn 
anytime after tour o'clock on Friday or some
time Baturdayt 

Bse t wiehee. 

Very sincerely youra 

/s/ Irving Berlin 
I B:MO 
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Olil!nlll S!l!A!I'JIS S.AVI!l06 ll<:mlS AllD UVlliOS S'r.ua>B CONFIDENIIAL 
n.u~ Se.leo Since · ~faT 1, 1941 

0.. liMio of Ioou.e Prioe 

(In thoua4o of 4o1len) 

All lloa4 Se.leo Joa4 Sale• lluk lloa4 llaleo 
Date 

'foial 8er1eo I Seriea J Seri .. 0 Seriea I !oial lleri .. :1 Sari" J Seri .. 0 

162 • 35.7!1 • 5.087 • 4,6711 • 26,016 • 4,4oo; • 31, 377 • 6S2 • 4,67! • 26,016 • 1,145 

3 ,o, 4o1 2,593 3.64! 24,16o 1,}10 29.091 1,2S, 3.6118 2-.l6o 106 

5 14,969 2,9!2 2,087 9.900 1,581 13.3117 1,4o1 2,087 9.900 113 

6 14,967 3.845 2,092 9.030 1,607 13,360 2,238 2,092 9.030 91 

7 17,102 3. 1172 2,155 11,775 1,351 16,1151 2,521 2,155 ll, 775 99 

8 16,925 4.565 1,210 11,151 1,2}5 15,690 3.329 1,210 11,151 S2 

9 15,189 4,011 1,591 9.586 1,156 14,033 2,855 1,591 9.586 Sl 

10 13,800 4,156 1,415 8,2'29 1,187 12,613 2,969 1,415 11,229 71 

12 17,051 4,542 1,578 10,930 1,485 15,567 3.058 1, 5711 10, 930 92' 

13 19,8117 4,374 2,219 13,294 1,220 18,667 },154 2,219 13,294 92' 

!oial $196,772 028 • 22,674 $1}4,071 • 16,538 $180,234 • 2}, 119() • 22.67- $1}4,071 

!r......,. Dopoon_,t, D1T1o1cm of ll.eoearall aDd 8\aUotioo. llaT 

8wroe1 D1Y1o10D of Sa'fl.nca llotlda. !be poot office tigarM are ootbahd b;r tile poot otfioe .., tile baeio ot anul ealao 
100 larpr poot ofticeo. !be lleDk tipreo are tolr:eD troa l'ed.era1 BAoern- repone u4 l.aol..t. tbeir- ea1eo. 

:Wotet JigarM baft 1:- roaDd.e4 to neareot th011ND4 u4 will not n .... oaril;r 11M to totalo. 
(... ..., 
'<> Regraded Uclassified



(B&oe4 on 'l!oles:raph1o B.pono) 

fOUL !OIAL 
IUl' 1 • 

to IUl' 10 IUl' 12 IUl' 13 IUl' 14 IUl' 15 IUl' 16 IUl'll --
!nuu7 JJ5 "' 9 

,., 
lonoa 1, 5\) 2,!197 2.011 l)o15l 

•ew ton: lJ,m liM 4,763 19.11611 

Plt.11a4elp1Ua 5.1194 1,}49 1,57} .. 1116 

Oln'elaM 9.912 752 1, 571 12, )11 

at .-.A 5oollll 1,4oJ 523 '·91'0 
.A.\laa'a ) ,911 776 5611 S..JII 

Clai- 9,921 2, ()50 2, 612 lii.'D 

1\, t..a.io 1.117 417 955 10, ... 

u....,.u. 2,6oo 16 7JII , ... 
J:aaoao C1\f 5.~ 174 500 ToDa 

llallu 4,}06 '555 447 5o Jill 

8u.haao1- 5,64) 1,~ 7611 7.196 
. 

!O!AL- ---- 1),170 14,2)1 17, 10) 

o-l&Un !o-.1 1).170 91,101 U5o~ 

Oftloe o~ \lie v.ur Secrftal7 
..,. 111. lgln 
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M Mnpnp 

tPftP!! PJCIIWQ .... 

""''fn•x. Mx lt 

!t-el 2130 - 2146 •••• 

1\aUoaa IIC, Waaii1~U~toa, D. C,, oa4 llaUoaal 
llroAdcuU ac C011PU7 lle4 llnworlt, 

Pro~aa: Proctor & O...ble ~ "Tho Ou141D« 
L1gllt1 , 

Time: ?:00 - ?:30 P.M. 

St&Uo111 11UL, llaoht,;toa, D, 0,, """' llaUoiW!l 
llroadcaoUO« OOIBJWIT Bluo llotvorlr:, 

Pro~ .. : Qllh Itdo, OpeDlag """' cloe1Do'l N>DO"CIDC•eato, 

fBliSll P11001W1S PIOIO'I'!l SALll OJ' IJIF!IISI BOJIDS AID S'UICPS 
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,_ *· Oookw :oN FIOENTIAL 

lllo,ooo 
c-.ooo 

bo.aka 0::. ~1=~ -bK -* -.0,.1/-. fna-loaa ot \be reporu111 

lol4 to o-.ol.al --• 1. --.. ~.ooo 
~_...11aoe4 troa co rol.al oono-1 1. 6,000 

nth ~37;'::: :~~ -ano4 olicht}T ull o1ooo4 at 13~ 4.1oc0'1Ult, ao ~ 

fl 
•• , tho Ov.llaa pooo o4YUCe4 to a now CQI'HIIt hlcl> of ~1/Sf, 4loc0'1Ult Tootordq'o 
--. qutaUOII •• ~ 3/1f/f.. • 

Ia low York, o1oollll qutaUono tor the torelp ourronoloo llo\14 below •r• 

•• tollowoa 

..... t ...... 

...... ob krona 
lel.m-11: 
Llra 
ucatlnl pooo (troo) 
lftdllan •llrolo (troo) 
Mezloaa pooo 

.~ZJ.-1/2 

.~85 
.lloo5 
.()505 
.2375 
·0505 
.2066 

lh ool4 .1,1QO,OOO ill col4 to tho O..tm llo.llll: ot tho ~ ..,...llo, 

whloh •• ll44a4 to 1\o oanar1Dt4 acconnt. 

lo IIIW &014 .__..,. •ro roporto4, 

111 Loa4oa, a prlco ot 2Tl/24 •• tilol4 tor IIPOt ollYor, roprooon\1111 a pill 

ot 1/164. tho to~4 ptatlon •• o.loo 2Tl/24. 11111''"'"P'- tho 4ollar olplftllat 

of thlo prlOI lo -2,67'• 
tho fna.u-7'• JIIII'CIINI prlno tor to,.lla oll•or •• uc""ap4 at ~. lall4 

111.4 luaa'o ont~t prloo tor f.,.ip o11Yor .. aloo 1UII'IIolap<l at Jll-3/_,, 
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le _.. - .- "• .t d1ftr -bl 'I 100,000 -~ ...._ \lie lll'Nr 
Por<>ba .. .Lo\, No -tne4 .t - '"•u• t.... ftrt .. tentca ~ •• .u 
•• llooaP' ter t-.H •u._,, 

le aleo JW lla•t ))0,000 -· .t d1nr ,...., \lie loU .t a.-e., 1e ter 
tbio .oa\11 ov pvo-...o fi'OII \Ia\ WVCI \0'-114 }5(),000 -~~. ao _... wi\11 
tbl 11Cl'114 IOOD~ 11111\ ot 1,200,000 -11, 

'1'111 report ot llaT 7 1'1011Ye4 tr• '"" ht.ral ..... 1 loalt ot IIW Tort ct•t., 
torolcn 1mllallp po1Uloa1 ot llaaka uA ..__ .. , 1a lh Uo,rlo,, ....-114 \Ia' '"" 
totol pooUloa ot 111 coaa\rlll •• ollort till 1.,alYoloa\ ot .7.}911,000, u 1100r•11 
ot $llo},OOO la \Ill ollor\ pooU1oa at""• 4prl1 JO, lo\ oloMcl• -~ ao to1loftl 

lborl PoalUoa Ilion PoilU• Cllaap la 
coutrz AwllJ!! !!!I I lborl Po!!U-" 

laclaDcl"" • 6111,000 • 670,000 + • 22.000 
luropl },1121!, 000 }.1155.000 + :Jl,OOO 
CoM4a zllo. 000 (t.oac) 3)9,000 (~ + :Jl,OOO 
Latta AMrloa )1},000 ~·000 + 137,000 
Japt.D 1,~21,000 1, ,000 + 1,&,000 

1,!)26,000 + 101,000 Other .l.ala 1, 18,000 
32.090 (t.oac) 62.000 Ul othoro JO,OOO 

'fo'-1 t6, 9!)1,000 $7,)911,000 + $110),000 

•Pluo olea (+) t a Ucatoo tacroall t a ohort poaltloa, or clooreaa1 l a loac poal\ioa, 
lliaua Ilea (-) 1ac11cato• cllor .. ae ia ahort podUoa, or lacra&ae la loac poa1Uoa. 
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IIILITARI l!ITELLIGENCE DIVISION 
1/AR DEPA!m!ENT 

1/aahington, Uay u,· 1941 

TENTATIVB LESSONS BULLETIII 
No. 104 

G-2/265?-2)5 

The information contained in this oerieo of bulletins 
will be restricted to items from orticial oourees which are 
rel\sonably confirmed. The le••ono nocessari.ly are tentative 
and in no sense mature studies . 

This document is being siven an approved distribution, 
and no additional copies are available in the Kilitary Intel
ligence Division , For provisions coverni~~& its reproduction, 
aee Letter T.\G 350.05 (9-19-40) 11-11-11. 

TilE ATTACK 011 FESTIEUX AllD THE UARCR TO Tllll 1\ISNE 

~ 
This bulletin containe the trl\nslation of an article 

published in the llilit&rwissenschattliche Rund•chau, author i 
tative oerman military journal, in November 1940. The article 
was translated by the Translation Section, A~ War College . 
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TilE ATTAC!t 011 F&STIEOX AHD TilE ti.UlCH TO THI: AISIIE 

th ;:" ~ 1~ 1940, the 2d Battalion, ?Sth Wantey, reWorced by 
e a-ry mac ne eun &quad and mortar aquad o! the 8th C WllB 

assigned the mission or securing the right nMk of the r:=t. The 
COIIp&ny had orders to move out to the right advance through ltontaigu 
gain the south eclee of tbe woode two kilomeiors south of l!ontaigu and 
in thnt position to secure the resi.ment over night. Tbe cC>Il1j)&ey ' 
succeodecl in crossing the open plain into llont.aisu unnoticed despite 
the fact that six hostile tanka had been observed parked und~r trees 
two kilometer• northwest of l.!ontaigu, Encountering conaiderable 
d11'ficul.ty in crossing the dense]J• wooded ridce south of J.:ontaigu the 
CCIIIJ)&11:1' did not reach the designated security ~one until 2 A.b. ~ 20 
after covering a distance o! 29 kilometers, or 18 ..Ues. ' 

At 8 A.ll. the c<>oopaey received ordera as !ollOWll: 

"'i'he reinforced Sth C""P'J17 will 10ove on to CourtrU:r 
and establish outposts there, Small seeuri ty eletDents will 
push on south to the Reims road.• 

8)' 10 A.ll. the 5th Company arrived at Courtrizy, and finding the 
village clear of hostile troops, it estoblished outposts . Two squads 
had ordors to advance to t he lleims road. l!aking their 'fOia:l' fort•ard, 
they drew machine gun and rifle !ire from the south, the -di rection of 
the Reimo road, but the opponent withdrew shortly. 

An anti tonk [;Uil of the 14th Anti tank COIDJ)an:l' arri vod and wos 
directed to establish cover against hostile tanks at the P.ei.ms road . 
As the two squads reached tbe road, tho antitonk gun clsshed with !our 
18-ton tenks, nn armored car, and an an>Orod ...,uni tion carrier which 
had driven up fr001 the direction or Feotieux by !ollOII'ing the trill 
which leads through the woods just south of the Reims road. :Jepl:ring 
to the !ire or the hostile tenks, t.'te anti tank gun shortly wos cauaht 
between tire !roco several directions, and its crew ws killed. The 
hostile tenks continued to !ire for a while on the seeurit:r elements 
along the edge of the woods and then turned beck tottard Festieux, 
dr1 vine alon:; the ReimS road • 

ThAt moment a second antitank gun, tthich the cocpany ca:ll!lander 
had ordered ront~rd as soon as he loorned that hootile tanks were 
present, reached the position of the two squads nnd ~a• directed to 

a favorable location. 

The six armored vehicles of the enemy illlmodiatol:r turned about 
and ros11111ed their attack on the security elements. The amorod car 
and one or the 18-ton tenks \iere destroyed by the antitank gun, and 
the amorod Q!:ICluni tion carrier was demoU shod at close range by tno 
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hand ucnados • The other three hostile tanl<s escaped in t he direct ion 
of Festieux, No casualties were recorded on tho German side . 

9y thAt tine , the main bod:r of the 5th Compan;,r arrived and nns 
d1sp1.aced as rollO\<s : 

One platoon was placed alone t ho odco or the woods just 
north or the Re1ms road, front racine south . '1\'<o plat oons 
wer e strunn out in the woods southeast or Festieux, one of 
them occupying the part north of the Re1ms road , the other 
that on the south side of the road, ruid both racing Festieux. 
The company coccand pos t, with a machine cun squad and a 
hoavy roortar squad , was set up close to the location of the 
platoon on the south side or the reed . ..hUe the antitank 
sun rOI>&ined in its position, the antitank rifle went into 
position close to the road, 

/.t 1 P. l!. the COC!pacy c~er observed, on t he r08d aporoaehing 
Featieux from the north, a long col=n of hosUle =otorized f orces , 
including l:lOtorcycles, an:10red cars , trucks and ten 18-ton tenks . 
Immed1a tely he ordered the heavy cor tar squad and heavy machine r;un 
squad to open fire on the hostile vehicles, llhich y;ere in the act o! 
deployinz at the north ontrDnce or Fest1eux. The effect of mortar 
s hell , firod at a range of 1,430 yards , 11as terrific, and the enemy 
was in confusion . 

:,omc of the vehicles tried to eoco;>e . Thr eo tanks left hurriedly; 
the other seven, uith a motorc)•clist i n the load, made a dash acainst 
the rei nforced 5th Cot~pany, nhoso pos1 t1on \las f avorable , but the 
ootorcyclist was shot dovm 1mnediately. The loading tank was destr oyed 
by the fire of the anti tank (lUn as it \TftO about to penet r ate the line 
or the cocpany, and the ne::t tan!: :r.et tJ1e soce fe.te . The renainins 
five tanl:n turned back into the direction of Featiew<, and althouch 
one of th01:t went up in flal;:es short~ bofore reaching the vilJ.aee, ito 

crew escaped . 

Four host ile aroored cars now could bo seen approaching Festieux 
from t he north . At the s8l:lo tine the main body of an antitenk company 
arrived at the command pest of the 5th Coopany on the Reil:ls road and 
imDOdiat ely opened fire with all available guns at 2,000-yard ranee . 
Althoueh t he arnored cars suffered but slight damage, the crews deserted 
th~ir vehicles end fled on foot. 

It >~as now 3 :30 P .: • , the con~r.~ander or tho r einforced 5th Company 
decided to law1ch an assault on Fes tieux, and by 4:15 the company was 
i n position to att ack from tho east. The ensuing assault met 11ith 
onlJ scall r e sistance offered by indi vidual riflomen; t he greater part 
of tho eno=y was taken pr isoner . Tho four armored cars and a larGe 
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~~~~torca~ualtortivehicl~~ fell into the han:le of the assault troops 
• es on woe Oen>an eide. 

The battalion commander, meanwhile, had received orders to reach 
the Oiee-Aione Canal at and southeast or Braye-en-Laonnois that same 
avenine. ·•hen the battalion took up tho 1\dvonce, it was still without 
news of the situation on its right and left, Tank and flank attacks 
could be expected momentarily . 

The grass to the rit;ht of the road was stUl bent to the ground -
evidence that the French troops had just departed - and the fire in a 
deserted fire place 'liaS still emolder11\F,o Suddenly the caanander of 
the leadinc echelon of the battalion shouted a warning; a barrier of 
tiaber, planlca, and trees vu bloclcing the road. The officer, 
thinld.nc he had seen a 110vement, bro~~&ht the antitank llW' into pooition 
in a ~~~attar or seconds and soon a shot rang out and swept pert of the 
barrier away, There ns not a sign of ll!e behind it. 

Orders called for reaching the objective by daylleht, and the 
battalion had to keep mov1nc, altl\ouah toot were tired and eyes '"'re 
&martin& from the dust. 

Pas sine throuch Ch2Llou1llc, the battalion reached a crossroads at 
which siena pointed to the Cher.~in des Damas, Ailette , and Cerny - all 
names uhich bacru,le uni'oreettable in the days of the World War . 

The battalion narched on throut:h tho valley uithout sccurinc its 
nanke, heodles3 of any eneo:r that ni~ht be lurl<inB in the hills on 
the richt and. left, and as if by some miraclo, the advance encountered 
no interference. The retreating French forces had left the villages 
behind them in a state of pillage and destruction. 

A ..We, paved high\i"ay extends t.hrOuch the valley of the ldlette 
and leads toward the dOI!Iinating broad ridee alotlll the Chetdn des 
Dues. To the right and left or that road , hardl,y a spot of cround 
ia left thet was not planed under several tines during the ;.orld :.ar , 
and not a single large tree tri th a real trunk can be seen. Everything 
in t his reg;!. on had been destroyed by 1917, but now the roots have 
COOle to life again and the stUII!pS have 1701111 into bushes . \he old 
shell holes by the side of the road are tilled Yli th murky water . Over 
to the right, there lies an old trench, its walls collapsed, end in 
front of it is a rusty wire entanglement. 

·,;ero the Frt>nob asleep? l'lhy had they decided to give up this vital 
ri .dae without firing a shot? CertainlY they remembered its inportance 

from the days of the · .• orld · .. ar. 

· .• ben the advance cuard of the battalion arrived at the foot of the 
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Chlllllin des llulea, the sun had been doom tor an hour and the clqlicht 
waa uowin& dl..al:wlr. Tbe battalion continued ita ureh up the w1nd1nc 
road to Cenv, w1 th machine gun tire rattlin& in the cliatance . 

Aa the !irst men of the advanoe guard enterod the vilJ.ase, a 
ahot rnnt out from one of the h~Jaea, with five or a1x more ahota 
!ollO>Iing in rapid s uccession. A squad illl'lediate:cy nent into action, 
beati.nc down the doors to search the buildings, when a lone Fl-ench 
aoldier appeared - avident:cy he had beon aaleep when his comrades had 
lett . 

Still the battalion kept marching, At 10 P . 11. the cOl'lpanias 
branohed o!f into their respective COl'lpal'O' soneaJ aignal elementa 
toUOIIed thea, prepared to estebliah telephone cCOiliUl\ication at a 
-nt' a notice. lli ther the Pranch artillery waa not ready to open 
tire or it !ailed to notice the approach of the battelion in the dark. 
The battalion was able to cross the barren slope along the Cbela1n 
dee D-a without encountering ar1f interference. 

•Forward • was the password o! the d&)'. t very step fornard 114&nt 
uound (lained - ground 'R'hich it would not be necessu:r to wrest trco 
hoatilo artlllort the next day. On the le!t, there lay tho ·-·orld '.far 
cQJ:letery o! Corey - thousands of llhite, plain ttOOdon crosses . 
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