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TR!:.ASURY DEPART'lf.NT FOR ReLEASE, ~:vRNING H .i"SBPE.RS, 

Friday, Aupust 8, 1941 . 

The Secretary of th' Treasury, by this public notice, invites 

tenders for ~100 , 000, 000, or th<r cabouts , of 91-day Tr~asury bills , 

to be lssu&d on a discount basis undur comp~titivb bidding. The billt 

of this str i~.<s will be dated August 13, 1941, and will matur e 

Novcmbur 12, 11141, wh~n thE face amount will be payabh \'Ji thout 

int~r~st . '!'h•Y will be issu~d in bcarf.r form only, >ll'ld in denomina­

tions of ~1 .~00 . ~5 , 000, ~10 , 000, ~100, 000, ~500, 000, ~nd ~1 , 000, 000 

(maturity value) . 

T~ndc.rs will be r~cc.i ved s t hdcrnl kcscrv~ Banks nnd cranch~s 

up to the closinF hour , two o' clock p.m., ~~st~rn Standard time, 

;.rondn~ , August 11, l\:141. Tenders will not b ~ r eceived a t t he 

Tr Qt1sury Dcpnrt.ncnt, Washin~rton . E.cch t~ndcr mus t be for an even 

multiple of ~1 , 000, and th~ nric~ o ffvr~d must bl cxpr•sscd on the 

bnsis of 100, with not mor e than thr~~ d~cL~cls , c. r ., 99.925. 

Fractions may not be used. It is urr.d that t ~ndtrs be ~cdc on the 

printLd forms and forw!\rdcd in th~ spcci:l.l ~nvdop~s ·.7hich 'l':ill be 

supplied by Federal Reser ve &anks or br~nchc s on applicstion therefor . 

T.nd~rs will be rcct ived without d~posit from incorp.:>rntt.d 

bnnks end trus t compani "s end from r csponsi blv and recognized dealers 

in innstment s~curiti~s. '!'enders from oth.,r s must be accompnnitd 

by paymt nt of 10 pt rcent of th t. face :l.l!lount of 'fnasury bills applied 

for, unltss th ~ tender s a rc sccompr. niGd by ~n . xprtss gu; ranty of 

pe.ymtnt by an incorpor::. t ~d bank or trust •ompany. 

26- 93 
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lmm~diP.ttly nfter the closing hour , t .ndtrs will be op~ncd nt the 

Fod~ rlll Res~rve Banks o.nd Brtmchcs , follo.vin~; vA1ich public announcc­

rn.nt will h Jtado by th Sccr.,brr o£ tht Trac.sury of the amount c.nd 

pP!cC; r nngc of acc e:r: ~cd bids . Thos E submitting tcnd&rs <.ill be 

~dvis~d of th~ urc~pt:mce or r uject.on ther~of . The S~cretary of 

Treasury , xpr~rsly r~s~rv~s the right to acc~pt or r eject any or 

tcnd6rs , in ~hole or in part, and his ~ction in any such resp<ct 

sh~ll be fir.e l . Payment of acc~~t~d t cnd~rs nt the prices offered 

t bu m'ld<. or comol• ted a t th }'cder~l RcHrvc Bank in cc.sh or , 

oth~r imm.dintcly s v~il~blc funds on Aufust 13, lv4l . 

Tho.. inCOlllll a~rivcd from Tr~tttury bills , whc.tht:r inter es t or gain 

from the s·ll<. or other a i sposition of the bills , sh:dl not he.vt fl'fly 

cxc.mption, a s such, 1r.a lots from tho.. snl, or othlr risposition of 

rr .. :.sury bills ch•.ll not h::.YC ~r sptchl trc'l tm, nt, !l s such, undc.r 

tlX Acts no~ or hcr<.~ft~r enacted . The bills ~hall b~ sub-

tsbte, inhcl'a::.ncc, l ift, or oth~r cxcis<. bx .. s, 1;hdh<.r 

ot• H-: t ~, ?ut ~ :: .. u b~ excmpt from ull tn"tion OO'i: or hcrc­

att~r imposed on th. princ:p.<tl or intt.nst th·.r<;of b~· nny Stah, or 

uny of the poostssions of th<J Unit~d Sbt. s, or by :\ny loce.l taxing 

authority. ror purposes of taxation th~ ~mou:1t of discount !lt which 

'l'r ,~sury bills art origin:•lly sold by the United St!it~s shall be 

considered to bL into..r t st . 

• 
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Trea sury Department Circular No. 418, a s •mbndtd, and this 

notice prescribe the terms of the Trcusury bills r.nd govern the • 

conditions of their issue. Copies of the circulM mr.y be obt r.ined 

from any Federal Reserve Bunk or Br~ch. 

- OoO-
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HMJr: 

Altred 
Lev1naer: 

RMJr: 

L: 

RMJr : 

L: 

RMJr: 

L: 

HNJr: 

L: 

HNJr: 

L: 

RMJr: 

L: 

HNJr: 

L: 

HMJr: 

L: 

HNJr: 

L: 

' 

Hello. 

Good aorning. 

Mr. Lev1nser • •••• 

Auguet 8, 1941 
8:52 a .a. 

Yea, Mr. SecretarJ. 

Bello. D1d JOU hear me' 

Yee, I hear JOU. 

Pleaee don't bUJ or eell anyth1ns tor ae 
tOdaJ. 

Right. 

You oan reinetate whatever order& you have 
tomorrow. 

Tomorrow we can re1netate. 

Yee. Because I'm teet1tJing today, and I 
don't want an7th1ng 1n. 

On that preterred etook, 1t eold JeeterdaJ 
at an eighth above our lia1t. 

Yea. 

Toaorrow would it be all right 1t neoeeear, 
to go one eighth or a quarter above that ••••• 

Oh, eure. I give JOU a halt a point leeWaJ. 

All right. 

Halt a point leeway. But don't do an7th1ng 
tOdaJ. 

Thank JOU verJ auoh. 

All right. 

Good-bJe. 

-
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1uguat 8, 19U 

My dear ur. President: 

I am sending you herewith a copy 
of a atataaent Which I aa about to giTe 
before the Senate Finance Comaittee. 

I hope that you will like the 
s ilaplified plan tihich we han worbd out 
tor people with incomes below $3,000. 
Tbil carr ies out your auggeat!.on in your 
letter to ur. Doughton. I .. Tery en­
thusi astic about !.t , aa I think !.twill 
saTe mlll!.ona of people lots of troUble 
and worry. 

The Pres!.dmt, 

The 'lih 1 te Ho111 e • 

Yours alncerely, 

1 
Ja1pod} lltn!T 

.. -
5 

Enoloaad: Copy of Secy'a propoaed 
testlaol\1 to be g!.nn to-day before 
Senate Finance co .. lttea. 

• 
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Augua t 8 1 19U 

~7 dear ~. Pretident: 

I aa tending you her ewith a oop7 
ot a •tat .. ent Which I aa about to giTe 
before the Senate Finance Co .. ittee. 

I hope that you will like the 
ti.aplitied plan 'lhich we han worbd out 
tor people with incoau below $3 1000. 
Tbh carri es out your suggeetion l.n your 
letter to ~. Doughten . I aa nry en­
thuaiaatl.c about lt , at I think it will 
aaTe aillion• ot people lot& of trouble 
end worry. 

Your• elncerely 1 

(81CJ>o4} B&IIX'J 

. -

The Pr"id111t 1 

The lihite Houae . 
JI,M-aer~ 

N~~--

6 

Kncloaed: &op7 ot Sec7'• propoaed 
teatiaony to be glTen to-da7 before 
Senate Flnanc& Comaittee. 

• 
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Auguat 8, 194.1 

Yy dear Yr. President: 

I aa sending you herewith a copy 
of a stat .. ent which I aa about to g1Te 
before the Senate Finance Co .. ittee . 

I hope that you will like the 
sl.aplified plan which we han worbd out 
tor people with incomes below $3,000. 
This carries out 7our auggeation in JOUI' 

letter to ltr. Daughton. I aa very en­
thuaiaatio about it , aa I think it will 
aaTe aillions of people lota of trouble 
and worry. 

Yours eincerely, 

The Preaidmt , 

The lihite House. 

-

Enclosed: Copy of Secy'a propoaed 
teatiaoUJ to be giTen to-day before 
Senate Finance Comaittee . 
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&.,..t a, 1841 

Deulloaaora 

I aa inoloelag horowlth oopl•• 
of ., lottor to the Proe14oat ... ~ 
Pl'lll41at'• lottor to Jb'. DftPtoa. 

I .. &leo ~ta41a& lOll a oop7 of 
., etat-•t 'bofo" the Souto Phaaoo 
Co..!tteo toa.,. 

Ia all \AMo of theN oopl11 I 
hoYt uaaorlh.a 1a \1 .. poaoll what 
'both tu Prol14oat 1M I ban to •11 
a'bollt Joht tu "hn.a. I tbncht 
JOII wol&l4 'bo 1ntl"lto4 1a tMoo 1a 
Ylow of what JOI& ea14 1a JOilP oolQIR 
petu4.,. 

Ufootloutol,, 

~~'•••J~ 

}(pe. haaklh D .... ...,.u, 
IIJ4• Puk, ... York. 

8 

• 
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l) ... p lloaAOI'I 

I .. 1noloe1ag ht ... ltb ooploe 
of ., lottor to tht Pree14tat ... ~ 
Preel4tat'• l•tt•r to Ill'. DolJ&ht•. 

I .. &leo eta41n& JOll a OOJT of 
., etate .. at lltfore tht S.utt Pln•aM 
Coalttt• toa.;,. 

Ia &11 thre• of tboM toplu I 
baYo UDaorl1no4 1a blue ptatll wba{ 
both tbo Pre114tnt aM. I ba" te 111 
a'bo~at joint tu retiii'Da. I thncbt 
JOil wollla lit 1nt•reete4 1n thtM 1n 
Yltw of what JOil ea14 1a JOlll' oolW~R 
JtlttNII• 

Afftotlouttq, 

IS1po4) aoDZJ 

Xre. fruklla D. loounlt, 

R74• P&Pk, ... York. 

9 

Regraded Unclassified



\ 

------­... 
August 8, 1941 10 

Reading copy of Secretary ' s testimony before 
the Senate Finance Committee at ten o'clock 
A.U., August 8th, 1941. 

.. ' 

• 
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My purpose in being here today is to 

discuss taxation as an essential part of 

national defense. Our great problem !n 

providing tor the defense o! the nation iS 

fundamentally the problem of production -- ot 

actua1ly bu1ld!ng planes and tanks, ships 

and guns with labor, management , machinery 

and raw materials. To solve that problem 

without impairing our economy or weakening 

the structure of democracy, our fiscal policy 

must be adapted to the needs of the times . 

Regraded Unclassified
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On April 24 I dts cussed with the ways an1 

ueans Committee of the House the need o f 

producing $3,500,000,000 annually in additional 

revenue . The Treasury Department presented 

a suggested program !or raising that amount 

or money. As it passed the House, this bill 

will produce approximately $3,200,000,000 

annually i n additional revenue . In my opinion , 

it iS very important that the revenue yield 

be rai sed to at least the original $3 .5 billton 

level . It is also important that the bi ll 

be passed as promptly as possible . Income 

taxpayers and excess profi ts taxpayers shoul d 

know as quickly as possible what their taxes 

on 1941 income and profits are going to be , since 

more than seven months of the year have alreadY elapsed . 

Regraded Unclassified
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The excise taxes and the estate tax cannot be 

imposed retroactively and every day's delay 

in the passage of this tax bill costs the 

Treasury several million dollers in revenue 

from those sources . 

The rapid developments of the l ast rew 

months have made this bill inadequate even 

before it is passed . Since my statement 

before the ways and Means Committee, many 

things have happened. TWo and one halt months 

ago the President proclaimed the existence of 

an unlimited national emergency. 

13 

• 

• 
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He called upon •all l oyal ci tizens to place 

the nation's needs rtrst in mind and in action 

to the end that we may mobili ze and have ready 

ror instant derensive use all or the physical 

power, all or the moral strength and all or 

the natural resrurces or this nation . • 

Since I appeared berore the Ways and Means 

Commi ttee , the amount or appropriations, 

authorizati ons and recommendations over and 

above the Budget has increased by about 

$14, 000,000,000, thus completely changing the 

riscal picture and greatly increasing the 

need ror revenue . 

14 

• 
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Since I appeared before the Ways and Means 

Committee , prices and the cost or living have 

increased at an accelerated rate , thereby 

accentuating the need tor a strong !!seal 

program. 

In the light or these and other 

developments resulting !rom "all out" defense, 

I should like to point out what, in my 

opinion, will be necessary in "all out" 

taxation to support such a program. 

15 

• 
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First or all, we shall need more revenue 

much more revenue . The defense program is 

an absolute necessity . It must be paid !or. 

rnsorar as possible, it should be paid ror 

now. Borrowing should be kept to a minimum to 

maintain our !1scal strength. The rise in 

the Federal debt means merely that the 

taxpayer's burden iS being postponed--that 

both principal and interest must be paid 

later out or higher taxes collected at a ttme 

when they may be harder to pay and less 

willingly paid than now. 

/ 

: 6 
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Along with increased taxation shouid go 

the maximum reduction in the ordinary non-defense 

expen<l.itures ot Government. Tile burden ot 

paying tor defense 1s so heavy that it should 

be relieved at every possible polnt . 

Increased taxation is nseded also to 

maintain economic stability. Ri sing purchasing 

power is exerting increasing pressure on the 

prices ot many kinds ot goods, while at the 

same t ime production ot these goods is belng 

Increasi ngly curtailed by the necessity 

ot diverting our resources to defense uses . 

17 

• 
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This complication ot increased demand and 

restricted output is causing inflationary price 

rises which threaten to increase the cost ot 

the defense program, unbalance family budgets 

and seriously disturb our economic lite . 

This larger needed r evenue should come 

from all sources where there iS ability to 

pay -- that 's what an "all out" tax program 

means . The people ot this country have never 

been more ready to make sacrifices tor the 

common good . our tax program has not kept 

pace w1 th the defense program. We are still 

thinking too much o! helping th1s group or 

that to escape 1ts share o! the burden. 

/ 

18 
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We have now come to the point where it is 

a matter not merely or fundamental equity, 

but or the utmost necessity t hat all exemptions 

from taxation be reduced to the absolute 

minimum. 

An "all out• tax program tor defense 

should reach ability to pay at several points 

not now fully tapped: 

1. In my opinion such a tax program 

might well involve a substantial lov:ering or 

personal exemptions and a coo sequent 

broadening or the base or the i ncome tax, 

if simultaneously we take 1mmed1ate steps 

to remedy detects in the application or the 

pr1nc1ple or ability to pay 1n other 

parts or the tax structure . 

. - -·- ----

.19 

• 
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Under the bill berore you, t he base has been 

broadened to add about two million new 

taxpayers, but even so there will remain 

a relatively large proportion or the population 

in t he lower income groups whtch wi ll not be 

directl y arrected by the Income tax. A 

rurther lowering or the exemptions would 

produce some additional revenue and in addltton 

it would gtve mllltons or Americana an 

opportunity -- a welcome opportunity -- to 

make a direct contribution through taxes to 

the derense or their country. It ~Quld enable 

them to reel that they were part1c tpat1ng 

personally and di rectly in the derense program. 

~0 
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As the President wrote to Chairman Ooughton 

on July 31, "Most Americans Who are ln the 

lowest income brackets are willing and proud 

to chip in directly even i! their individual 

contributions are very small In terms or 

dollars . • 

But I beli eve this Committee will agree 

with me that we ought not to accept such 

sacrifices , even though willing sacrifices , 

!rom millions or people with low incomes on 

whom the burden or other types or taxes ralls 

most heavily, unless we reach in other places 

ability to pay which is escaping its !air 

share or taxes . Among these are the following : 

Regraded Unclassified
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2. The excess profits tax exempts profits 

of even the most prosperous corporation, 

except to the extent that such prof1 ts are 

in excess of its average profits for the years 

1936-1939 . SUrely COngress will not wish 

to impose additional taxes on millions more 

of our low income group, unless it also imposes 

the excess profits tax on the exempt excess 

profits of such corporations . 

3. Families pay lower Federal income 

taxes when both husband and wife receive 

income than when the same total amount of income 

is received by only one ot them. This iS a 

discriminati on of which many wealthY people 

have taken advantage by large g1tts of income­

producing property between lnlsband and wife. 

22 
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Furthermore, in at least eight States o! the 

Union, Federal i ncome taxes are made substantially 

lower than in the remaining States because the 

local law permits the splitting or income 

between husbands and wives . Here are 

discriminations against the rest or the 

taxpayers whi ch, I believe your Committee will 

agree , must be eliminated ir we are to extend 

the income tax downward to include millions or 

persons With low incomes. The discriminations 

can be eliminated by requiring husband and 

wire to !ile a single Joint return with 

appropriate relier granted only where both 

husband and w1! e work outsi de the home . 

23 

• 
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4. For years, the concerns engaged tn 

extracting certain ot our natural resources, 

notably otl, have been granted tar greater 

allowances tor depletion than can be just1t1ed 

on any reasonable basts ot tax equity. It 

tb& Income tax 1s to be extended to lower 

Incomes, this pri vilege ot tax escape should 

simultaneously be removed. 

5. A tew months ago, the Congress 

el1m1nated the tax-exempti on pr1v1lege 

trom new tssues ot Federal securities . The 

purchasers ot new State and local 

securiti es stil l enjoy this exemption . 
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The exemption was inequitable and expensive 

even in more normal times . It cannot be 

borne l onger in a time like this, and especially 

1t we are to increase the direc t tax burdens 

of persons with small incomes . 

6. In i ts suggestions to the Ways and 

Means Commi t tee, the Treasury r ecommended 

substantial increases i n estate and gift taxes, 

and lower exemptions . In part, this 

recommendati on was followed, but, in my 

opinion, the estate and g ift taxes should 

reach more estates and provi de more revenue 

if we are going to tax smaller incomes . 

25 
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Those are some or the things that I mean 

when I say that an "all out• tax program tor 

defense must go tar beyond the present bill. 

There is another condition which I would 

attach to lowering the personal exemptions . 

I think we ought not to take into the income 

tax system millions or new taxpayers with 

small incom.es without SimplUying the way 

in which their tax is computed. 

Take, tor example, a person with a $900 

salary. Under the present law, he !irst 

figures out what deductions he has -- taxes 

paid , interest paid, contributions and so on. 

26 

• 
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Then he computes his earned income credit . 

Then he subtracts his personal exempti ons 

!rom his income after deductions . On the 

balance, under rates o! the bill bef ore you , 

he computes a surtax at 5 percent . Then he 

goes back to the income and deducts his 

earned income credit . On the balance, he 

computes a normal tax at 4 percent . He then 

adds the normal tax and the surtax and takes 

10 percent or the total t or defense tax. 

He adds the defense tax to the normal tax 

and surtax and !1na1ly a r r ives at his t ncome 

tax. 

• 
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When he started to !111 out h1s return, 

he may have been run or Ill trtottc enthusiasm 

to pay h1s share toward the de!ense program, 

but by the time he has finished his last 

computation his cheerfulness may well have 

collapsed under the strain . It ts d1!!1cult 

enough tor persons with substantial incomes 

who are used to dealing with rtnanctal papers 

and who can artord h1gh- pr1ced lawyers and 

accountants to make their computations tor them. 

The person with a small tncome should not be 

put to this annoyance and possible expense . 

28 
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FUrthermore , the Checking or these tax 

computations by the ~dmin1strative authorities 

takes time . Frequent errors are tound which 

must be recti r ied, requiring correspondence 

and turther annoyance or the taxpayer as 

well as expense to the Government . we in the 

Treasury do not enjoy pesteri ng the t axpayer 

any more than he enjoys being pestered by us . 

For taxpayers with relatively large 

incomes, rerinements in determining income 

and computing taxes are troublesome but are 

necessary in the interest or equity . For small 

taxpayers, however, especially those now taxed 

ror the rirst time, these rerinements are 

cumbersome and contusing wi thout serving 

any il!lportant purpose . 

29 
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The income taxes or millions or people can be 

determined with acceptable accuracy by less 

involved methods. 

As the President suggested to Chairman 

Doughten , there should be a provision in the 

case or the small taxpayer •ror a straight, 

simple payment or some small contribution to 

the nati onal tax income through a simple agency 

and bn a simple form.• 

For such taxpayers a plain and easily 

understood table could be provided with the aid 

or which the small taxpayer could compute his 

tax bill in a very rew moments . He wcu ld be 

spared time , trouble and annoyance and the 

Government would be spared expense . 

30 
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To indicate more clearly what I have in 

mind, I have had prepared a sample table 

showing how this might be worked out in 

practice tor incomes up to $3,000 . This 1s 

only a preliminary table, and improvements 

and changes Will no doubt be destrable, rut 

it will illustrate how t'te proposal can be 

applied . 

The taxes imposed by the bill before you 

are very heavy; the taxes ot an all-out program 

would be even heavier. I am convinced that 

the people are not opposed to heavy taxes, that 

in tact they f avor heavy taxes because they 

know tmt the alternatives are 111.1ch more onerous . 

3!. 

• 
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At a t1.me when expanding incomes are operating 

to torce pri ces upward many kinds or measures 

must be employed i! prices are to be kept 

under control . Without heavy taxation, the 

other measures have little chance to succeed . 

Rtsing prices would take much more away 

!rom our people now and in the tuture than 

higher taxes now will take . Under the tax 

b1ll in its present ronn, a married couple 

with no dependents, having a net income or 

$5,000 a year, w1ll have 1 ts Federal tncome tax 

tncreased by $198, or 4 percent or its income. 

32 
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Assumtng that two-th1rc1S or the r amtly' s 1ncome 

ts spent on 1 tems arrectec1 by a Changing 

cost or living, an increase in the cost or 

living or 6 percent w:>ulc1 i mpose as great an 

additional burden on this family as would the 

proposed income tax. The cost or livtng 

index has increased 51 percent since September, 

1940. It 1s clear !rom this simple illustration 

that rising prices tax the ramtly Income just 

as lllrely as c1o income taxes . Although, as 

prtces rtse , the Incomes or some tanllies Will 

increase, many incomes 111 11 not increase and 

most incomes wlll not increase as tast or as 

much as prices. 
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It, in an attempt to protect the incomes 

ot our p~ople, we hold down taxes and as a 

result the cost or living rises, we shall have 

taxed them just as surely as it we had levied 

on them directly -- and we shall still have 

the inflated costs or defense to pay later 

!rom taxes. 

An all-out tax program will build public 

morale in an all-out defense program. By 

reducing the necessity tor borrowing, it w111 

strengthen confidence 1n the impregnable 

fiSCal position Of the Government. 
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By contributing to the control ot prices, it 

will help prevent the demoralization which 

would result !rom inflation . By distributing 

the defense turden tairly, 1 tWill help unite 

the nation. It will make all the people equal 

partners in sharing the cost ot tm detense 

ot our country. 

-oOo-
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Estimated increase i n revenue yield !(, at estimated 
income levels used i n esti mates of revenue effects of 

H. R. 5417, of Treasur7 proposals before 
Senate Finance Coomittee, August !, 1941. 

I. Excess profits tax 

Under the Treasury excess profits tax plan 
modi fied by reversing the precedence of deducti on 
of the income and exoese profits t axes, the same 
increase in the exoeee profi ts t ax as raised by 
f..R. 5417 could be secured wi th a deoreasa in the 
effective rate of excess profits tax t o adjusted 
excess profits net i ncome of • ••.••..•...... . ... • 

Lowered exen10tione 

I f the present exemptions of $2, 000 and $SOO 
are reduced to $1,500 and $750 reepective17, the 
est1cated net increase in revenue would be ••••.• 

III. ~datory Joint returns 

If mandatory Joi nt returns are requi red but 
.referential treatment of earned income is 

1owe<1, the net increase in revenue would be , ••• 

IV. Percentage de'OlBti on 

I! the method of computing depletion baaed 
on statutory percentages of gross income is 
abolished, the net increase i n revenue would be •• 

v. Tllxst1on of State and local aeour1 ties 

It the interest on all future 1eaueo of 
State and local securities i s made subject to 
all Federal income taxes, there would be a small 
and indeterminate increase i n revenue oocmenoing 
1n the second year after the removal of tax 
exeaotion and increasing gradually reaching an 
estimated average increase i n yield when sub­
stantially all present issues have been refunded 
and made taxable, some 50 year s hence, amounting 
t o •.••............•.••••.•.. . . .. ......•...•••.• . 

VI . Estate and gift taxes 

It the specific exemotion under both the 
eot ate and gift taxes is reduoed f rom $40,000 

$25,000 and the insurance exclusion under the 
estate tax is reduced from $40,000· to $25,000, 
the estimated increase i n revenue would be: 

Under the TreasurY rate schedules •.....•... 
Under the schedules in H. R. 5417 ••••.....•• 

6. 3 percent 

$303.0 millions 

$25S, O millions 

$ S6. o millions 

$222, 0 millions 

$195· 3 millions 
$ 56.~ millions 

y 

( 
Aa compared to the yi eld of B.R. 5417 a s passed by the 
House of Representatives August ~. 1941. 
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------·iiiO··-·iilii'iiiiiij';;j'.'j'iji~';j;i;i_. .. -·-···--· ..... _ . .,J_ 
QUESTJOIU 

1941 

.. ,..._,..._ ......... , ............. ..n_ .. 
o.G......_,...,. . ca.owa...W...._ o ---ow,.,~~e ...... ,_.,.,_,.,) __ ., .............. ..._ s. s... ... , ......................... _ .. ......,~ 

,...._ __ T • ..-.c:.A.w",.__iit...O•---- ..... , ...,, ..... tJ.re.. ... tM~ ........... it ... ~ 

Itm Wo. 

1. Salarl•• and other c~pena&tlon t or per~ocal aerTic••· • •••••••••••••• 

All othe r lncom. •• •••••••••••••••••••••••••••••••• • ••• ••••••••· · ·····~~~~~~·~ 

Total 1no~•·•• •••• •••• •••••••••••••• •• ••••••• • •••••• ••····•····~~~~~~ 

Tox to be paid (tron Schedule A on reverae aide ) ••• • •••••••• • ••• 

APPIDAVIT. 
1;.,. ,_, (or a6m) tl.ot !No n111m hu hom ...,.;,! by,.,,.,...!. to ll>e heot J ..,,_ lo:wwl ,.. and be!Mf, io a lniO. _.. .-.., _. io aood fait~.. forll>e taablt ,_ otatod. ....-~o tloa 1-..1 R-Codo and........,_ aud.ority thoroof: aad t11at 1/we hod ao t.- r,_ - otloar tloaa otaa.l ...,__ 

aad._toby ----------
1>-' ,. motlaio ----do:r<l _ _ 1941 - • 

--- -

• 
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• 
If I'OUr totol Your tu 101 It-· ····· Tour tu ••• 

If I'OUI' totol 
tn~ te : Inca. 10 1 ·- ... 
,_ 

~ 

_ .. ,_ '- .... '--· t1 t750 t1,501 t1,525 162 $1 t2,251 12,275 1126 ., 751 775 t1 1,526 1,550 " 2 2,276 2,JOO 128 Q 776 1100 2 1,551 1,575 " ' 1,5?6 1,6oo 61 • 2,)01 2,325 1)0 'l 801 825 ) 2,)26 2,, 1)2 " 826 850 5 1,6o1 1,625 70 6 2,351 2,)75 1)4 851 875 7 1,626 1,6, 7) 7 2,)76 2,11oo 1)6 876 900 9 1,651 1,675 75 8 
1,676 1, 77 10 r,~1 2,~5 1)9 901 925 11 2,1116 2,~ 1111 926 950 1) 1,701 79 12 2,~ 2,.75 14) 951 975 15 1,726 81 1. 2,476 2,500 145 976 1,000 17 1,751 8) l6 

1,001 1,025 19 1,776 85 19 2,501 2,525 1117 
2,526 2,5, 1119 1,026 1,050 22 1,801 1,125 18 21 2,551 2,575 151 1,051 1,075 24 1,126 1,., 2,576 2,6oo 15) 1,076 1,100 26 90 2) 

1,151 1,175 92 25 
1,101 1,125 28 1,876 1,900 ~ 27 2,6o1 t,625 156 
1,126 1,150 )0 1!,626 2,6, 151 
1,151 1,175 32 1,901 1,925 96 29 2,651 2,675 16o 
1,176 1,2?0 )II 1,926 1,950 91 )l 2,676 2, 700 162 

1,951 1,975 100 " 1,201 1,225 )6 1,976 1Ql! " 
2,701 2, 725 1611 91 1,226 1,250 

~ 2,726 2,750 166 " 1,251 1,275 2,()91 105 ,. 2,751 2,775 169 102 
1,276 1,JOO II) 2,026 107 ~ 2,776 2,800 172 ~ 

1,)01 1,325 115 
2,051 109 ~ 2,l'01 2,825 174 lol 2,076 ll1 " 1,326 1,)50 117 1!,826 2,850 177 1.01 

1,)51 1,)75 49 2,101 11) ~ 2,851 2,875 180 uo 
1,)76 1,11oo 51 2,126 U5 lJs 2,876 2,900 18) Ul 
1,~1 1,~5 5) 2,151 U7 50 

U' 1,426 1,~ 56 2,176 119 5) 2,901 2,925 186 w 1,1151 1,475 ,. - 2,926 2,950 189 2,201 122 55 2,951 2,975 192 U9 1,47' 1,500 6o 2,116 124 57 2,976 ),000 195 1Zl 
• ...... ..... ..,. .... , 

nlbti'Mt tlloo troo JWI' '"al 1Do- 1114 •• u.. 'balonoo to t.torolllo JOIU' tu: 
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DATE 

~~r. Cochran 
STRI CTLY CONFIDENTIAL 

At 12 :30 thh noon, upon the retW"U of the Secretery froa t he Capitol, 1 

eumnnrlzed t o him Clf attached memorandum of t hio date to t he effect t hat clearance 

~d been obtained from tho Department of State tor the direct t xehan&e of noteo 

betveen t ho Secretar, of the TTeaour.y ao4 the So~et Aabaoeador on t ho oubject of 

Ruool nn gold. l preoented to the Secretary a letter which 1 had drafted for hit 

elpture , mnltl ng the one alight ch&ft4o Indicated In C1f memorandum. A cow of 

the letter lo attached a t a oeeond encloture. The Secretary olcned t hlo, which I 

explained wao In tbe exact te~e. except tor t he one aaall alterati on , or the 

dre!t correopondenee whi ch had been eubQitted t o tbe Secretary by the Depart=ont 

of State with Y~. Vellee' letter ot July 16. The Secretary nokod t hat I obt a in 

tho Initial a of Clf coll~•, J.!oa us. l!tll, :Pole;r and '•'bite, to t ho carbon of 

the l etter vbleh he had alcned 8Jid returned to c:e. Afto1 hiD« rece!Ttd b;r tho 

Secret ory , I took the olgned l ettt r and my me~orandum to Gonerel Counoel Foley , 

vho hd l'.r. Luxford with him. Y~. Folq alto hn4 pr epared a letter f or thh dtue­

tlon. It differ ed fro"' '117 draft 1n that It eonta!Jled ., additional Aad. final PArA· 

grt ph v1tb r espect t o t ho termination of the agreement. Vhen l explained to 

J·.r. io lol' that my clearance from the State Department waa good only i naofnr ea the 

terua ori£l nal1Y d r~fted I n the Deport~ent of Stat e wore concerned, Mr. Poley tol e­

phoned Aselotent Socretery of St•to Allboaon and obtAined elearonce !or t he final 

pnr4'Uepb. 

lir . Luxford t hen proceeded t o revrlte l'.r. folO>' • letter , vlth t he new para­

V•Ph added. It wna uad.eratood that he vould au~lt It to l'.r. 11hl\o and t hat Kr. 

Foler Aad. I would I nitial It l ater. 

Upon returninc from lll.l'leheon, I found. that ):our a. Fole;r. lo'blte and Luxford 

bed initialed the letter aa dreit ed by me and olgned by the Secr etory, olnce 

).r . Vblte would not Initial t he letter aa drafted by ll.r . Foley , contai ni ng the 

adlled paucraph. I apol:e vlth ~:r. Luxford ant. aalted hill to proTide m• . neverthe­

len, vlth l:r . i'olol' '• draft , alttou;:h not Initialed. 

~en t ho SecratAr;r called me t o blo off ice at ):05. ~l th the Soviet A=be sandor 

waltlns ic his outer office, I cave hie tta tvo dr&fta , one bearing oll of our l nl­

tiala , and the other without any lcltiala. l explained t he altuatlon . Tho 

Secret ary aald t hat he doolred to uae tho letter containing t ho added paragraph. 

Upon ey leaTing t he Secrotary'a office, he reeol~ed l·!r, OU~:AJ~oky • .At 3:15 t ho 

Secr etary t elephoned ~• t hat he had algned the lett er vlth the added paraGfeph, and 

had Inserted the dAte Auauat 2 In tvo pl acaa, a l voll aa £1Ting hia comnunlcatlon 

tbh dAte . !!Ia ::eaaenger brought the latter to me. I had ozplo lnod to t ho Secr et ary 

that ve had loft tho blanlc apace a t the t op snd In the tlrot llu until ve zl&ht 

( 
lalov the date or tho note or the So not Ambe.otador, and t hen de t o our a accordingly· 

llhllo tho Ambauador vat atlll with him, t he Secretory ho.d hlo menoll£tr ahow '"' 

- - - --- - -- - -
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tho letter wbich M 1:184 oipacl. wUh \he \hrN 4&\eo vrlnoza la 117 pa. I llaw 
1ooertod tbltl tl&t11 111 \he cop7 of the letter which the lecn\ar)' actuall7 e1cucl, 
&l14 vhich 11 attachecl • • a third oacloouro, 
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TREASURY DEPARTMENT 

INTER.OI"I"'CIE COMMUN ICAT ION 

ro Secretary Morgentbeu 

,ROM l(r, Cocbron 
STRICTLY CONF ID EN TIAL 

Aoai otant Secretary of State Acbtoon told •• at our Joro!cn 7UDdo Control 

:::eetinc ;yeatorcla;y nen1D& that be bad. not oucceeded in briogl.nc up with Under 

S.cretU7 Volle• at bit 2:30 conference ;yeoterda7 afternoon tbo queotlon of an 

exc~e of note• on Buoo!an sold. Be bopod, bowrrer, to oee Mr. Volloo at 5•30 

;yesterlley eTtninc, oinco tbo Under Secretar;y vao leaT!ng Waoblnston lf.ot night . 

At 10 :45 tbio 110rnlns llr, Acbooon called M to lot uo !mow that be bad. d1o­

cuaaed t he queotion v ith Un4ar Secretary Volleo and oubooquontl;y vitb Secrotor;y 

Hull, and it ""' ac;roed that tho State Deput•nt ahould offer no objection to 

the direct exchange of notoo between tbo Socreter;y of tho !Tea.u.y and tho Soviet 

J.mbaaoador vblcb llr. l!orcentbau de aired. I told Mr. Acbooon that I vould get 

tbh infonoatlon Urect17 to Secretary l!orcontbau ao ooon u bo returno fro• the 

Congroooion&l. bearing vlllch be 1o attending thit foroDDon. Mr. Acbtton vou1d be 

glad to b.KYe Secretar;y Mor11enthAu cell b1m if there 1o 0117 qutotlon. Mr. Achooon 

v!ll bt at tbe Deputunt of State tblt forenoon, but 1o ccai~~g to tht Troatv.17 

at 2:45 to attend a meotinc in Mr. JoltT'• office. 

Mr. Achooon attumed that the nottt vould be in the terao eubmitted to tho 

'l'reaeur:v Dopart•ont with Mr. Volleo' letter of Jv.l7 16. !bert vould preouaabl;y 

bove to be one al toration in Mr. l!orsontbau' o repl;y to llr . Owllonok;r, oince the 

repl:v 4raftod in tho Deputaent of State vao vritton vl th tho i dta that it vov.ld 

be oigoed b7 tbe Secretary of St ate, end conoequont l7 retoro therein to tbt 

Secretary of the 'l'rta.our;y in the third peroon. Mr. Acheoon vao not oure vhttber 

Mr. 'Morgentbau vould dtoiro that blo l etter refer to the 1 GoYCrn.ont of t ho Uaitod 

St~teo• or tbo 1 'l'rtaour;y of tho United Statto1 . 

V!th tho idta in aind that t he Secrotar;y' o note abov.ld co•H tho "GoTerDJDtnt" , 

I baTe 4rnftod a nev le tter to tbo SoTiet Aabaooador for the Secretar;y' • 11cnaturo, 

merel;y cha.nslnc from tho third to tlrot p eroon inoofar ao tbo Secrotar;y of the 

'l'rearur;y 1o concerned. 

• 

f 

~--------~-----------------------·---------~~ 
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Auru.ot 2 , 1941 

111 deu llr. .llabauador a 

The receipt i a acknowledged of your note of Auguat 2. 
19,1, in which rou atate ¢hAt the Government of the Union 
ot Soviet Socialiat Republica would appr eciate certain 
anuranc .. troa the GOTII'IllUnt of the United Statee 
relating t o t he purehAae of Soviet gold \ n the United 
Statu. 

In announee:a~~nta of Jan1111'7 31 and Febru1.1'7 1, 1934, 
I , aa Secretarr of t ha Tr ... UJ'T, atatad that, until further 
notice, t he United Statea would bUJ gold i aportad froa 
abroad at the rata of $35 par tina troy ounce, leaa the 
uaual mint chArgea and leu one-f ourth of one percent, all 
aubl eot to compliance wi th t he regulat l ona l aaued under the 
Gold ReaerTa Act of 1934. Such gol d purchaaea have been 
made contlnuoualy t hereaf ter and without diler i.lnination. 

The foregoing cont inue• to be t he policy of the 
Government of the United States and aeaurancea ue given 
t o the Government of t he Union of Soviet Soci aliat 
Republica t hat no pr ohibit ive or reatrictive ~eaaurea will 
be applied to the e.xport or import of Zoviet gol d or ailver 
which will not be applied to all other eountr i ea. 

The forego~ ueuranc .. are underatood to be in effect 
unt il .luguat 2. 1942. 

I u, rq deu Wr. OWiwll q . 
Very aincerely youra, 

(Signe<li H. Mnr~enthau . .Tr. 

Secretary of t he Treaaury. 

lil a txcellency, 
Conatantlne A. Oulllanaq, 
tabaasador of Union of Sovi et 

Soeialiat Republica. 

llliC: nrd - 8/8/41. 
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TH t SECRETARY 01' THE T f'lA S URY 

W A &H I NO TOftro 

)~ dear Mr • .Alllbaooador: 

1'be receipt 1o acla>ovlecleed o! ~ note of Au,outot 
191!1. in vhich you atate that tho OoYtr-.J of t ho Uoion of 
Sorlat Socialist Republica vo\lld appr eciate >ertain aaauranceo 
froa tho OoYornDOnt of the Unit ed Statea rol1ting to tho :pur­
choae of Sorlet gold in the Uoited Statea. 

In eAt~ounce~onta o! Jan~ 31 eL4 f ebruary l, 1934. 
1, AI Secretary o! the Troaauey, atated th&t, unt il further 
notice, t ho United Statoa vould bur gol d topor tod from abr oad 
nt tho rnto o! $35 per !ino troy ounce, ~••• the uouol mint 
chllrs•• 8.114 loee one-fourth o! one percent, all •~bJoet to co: ­
pli anco vith the regulation• ioa~ed ~or tho Gold Reserve Aet 
o! 19}4, S®h gold purchoaet h&,.. boon udo cont1n®\l.ol.y t here­
nft or and without discriminAtion . 

1'be foregoing contioueo t o bo the policy of tho 
OoYt rnmont of t ho United St a t oo and a11ur.ACII are given t o t ho 
OoYorncent of t he Union o! SoYiot Sociallat Republica thet no 
prohi bltiYo or reatricti Yo meaaurca vill bo ~plied to the ex­
J>Ort or 1.a)>Ort o! Sorlot gold or ail'ftr which vill not be eppHed 
to all other countrieo. 

Hio El<Collency 

Ver1 elneerelY yours, 

~of t he Trenaury./L 

Conatantino A. OumanolQ', 

Acbaaoador o! Union o! S•orlat 

Soc1al1at Republ ica. 

4 5 
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Au'"Ust 8, 19~1 
2 :~0 p .m. 

.: . :.rc;·. co::':'10L 
Pro~ont : 

oi O • • Jr : 

.. ~.ite : 

... . ,Jr : 
. . . .... ... e : 

u . J:· : 
. . . 
..... .. c : 

" o oTI' ! 

. 1 . . ·c o•r : 

. ...~ .. .. . . "' .. 

l:r . Dtlghet t 
l.:i as !.!ichener 
" .. .r . !Jell 
r.:r . r.nston 
'. i..l' . O' Connell 
'. llirr~· i..l' . , . Fol q ... _Jt . 

:.:r . · .. hitc 

All ri ~ht , l et ' s Lo • 

J.:r . j(uhn ou~ht to bo here, becaune fr or.1 now on 
he ou··ht t o ! i :< thin U!J . 

Let ' :; ~o r i:ht ahend. Somcbo<i;r r end it • 

.ant ::10 t o !'e~d it? 

Su!'e • 

"I = i:l :'ull o. -:-ec::cnt ·.;ith the objccti•tes 
o:' tl.e =:::ter-ency Price Con~rol Bill, ~d :7i th 
tLc ·e:~c!'c.l metho.ls b;.- .:hich the bi ll see!:s to 
o.ttain these objecti•tc~ . " 

Icl:es ants somc:OoJ;r to ~o o.t throe o' clock 
to sit .;ith him on a mee tin" !:or a 'P i peline . ·:.lho 
\':odd that be? 

l~ndes • 

All r i-ht, send him. :Joes I ckes kno-:: l'e.des? 

Sure, r.e used to be Assist~nt Jener al Counsel . 

:,_,__ _______ -- ·---- ·- -

' I 

I 
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,. 
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'1'ha t i o what I thOU;!ht. 

~:l!l ! : to" ~ t e•le":J ..,'lr a-ranh or shall 11e 
~ throu:,h t he uhole t~in~? · 

The \:hole thing. 

".:e h'\vc boon talkin~:, ahout the problem of pre­
vcntinz infla tion for a lon: time , but until 
1:e oentl;r the (}Uestion ho.s been l nr •;el ;r Rcademic. 
l.oi7, however , ·::e arc f ".ced r:ith the urgent , 
pr act ical necessity of -rapplin .. wi t h it . ·:e 
are faced 17ith a situo. tion ripe f or t he 1cYelop­
~ent of in.flation. 

"In ~· ~cspccts t he price si tu'ltion today 
closelJ r esembles that of the corresponding 
per iod i n 1916, ;·rhen, as ~re no\7 know, in:'l ation 
Tias actunlly on the Pili[. '.'lc have norri as r:e had 
t hen, a rnoderr. te r i se 1n the coot of ivin&, 
a ,srenter ri oe in the rrho l osnle price index, Md 
n shar p r ise in the prices of basic cor.nodi t ics, 
I t is t he lnt t r rise "'hich constitutes the dan­
~er sijnal. Bn•ic co~odit;r prices rise first ; 
t he :-;holcsnle r rice in . ex cl~·:a;s lr.~:: -~e'l-tl;r 
behind ~he inde:: of b~sic cor.~oditics , :·thlle 
the cost of livin;; does not shol'r neythin::; like 
the full ef: ects of inflation until lon~ after 
the seeds of inflation have t aken root . 

"1 do no t mean to impl y that price rises have 
already r one so far t hat th~1·e is no stopping; 
thr. t it i ~ too late to prevent inflation. B\lt 
s tron~ torcea arc under r~ny ~1hich l7ill end in 
i~!l~tion unless :e do somcthin~ about it. 
ObYiousl;(, the time to do somcthb~ about in­
flation 1 3 before it occurs, not a~ter it ha s 
gather ed mOJJentum. 

"The for ces no17 in operation nnkin- for further 
price rise nre both pot ent and persistent . 

/ 
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"Our def ense expenditures nrc rapidly increasing, 
Durin.": the fiscal yenr 1942 they ':Jill be t11o and 
a hnlf t i i.lcs ns ll\lch an in the fiscal :;ear 1941, 
and even that increase docs not take account of 
extension of the Defense Pro~ram made after 
June 1, and of additional sums needed for Lend­
Lease. It must be renembereu that a lnr •·e 
part of the defense expenditure is beine-financed 
through borrol7in.,. ·.1hich, in effect, increases 
tho total money eocnd for ~ods, The net 
borrowi~ for the fiscal year 19•12 71ill be at least 
t:1ice as l a:-ge as in the previous fiscal Jear , 

"As our defense pro~nm 'l'O:Ts 11e must expect 
r~rther up~ard presoure on price s. The pro:.ram 
provides additional income for large sections of 
the public without increasing correspondinely 
the supply of consumption p;oods upon i1hich that 
income >'lould ordinar1ly be spent, It has been 
estimated tha t the money ~oing to the pockets 
of the neople of the United Stntes will be 
increased by more than .;10 billion during this 
.t'i~cal year, Haturally they 71ill want to spend 
pnrt of that increase on consumption eoods. If 
the supply of consumption ~oods available i s 
not increased nronortionntcly, nothin; can 
prevent the prices of such ~ods froc :>ising 
unless nositive rreventive steps are taken, 
And unfor tunately, the defense pro-ram i s alrea~' 
oneretin~ to curtail t~e supply of some consump­
tion ~oods . 

"The inflationary fo rce of defcnGe e;;pendi tures 
has been supnlemented durin· the past year b:r 
a sharp expansion of bank credit. At the same 
ti!'le the shortnr;e of raw material s fo r ci vili an 
P.Oods, absorption of idle capacity in many 
i ndustries, and cutting orr of normal foreign 
sources of supnlies , are also operating to make 
the price situation worse , 

" •:Je are all suffici ently arrare of the ..:estructive 
effects of inflation. Unlike the situation in 
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1910 we are now aware of what is happenin" in 
our price structure. We should proflt b;;'"this 
knowl erlp:e and tnko prompt nnd e££ective ac t ion 
to avert a repeti tion of the price movements 
of 1917 to 1920 ." 

(l~ . Kuhn entered the conference) . 

"I t is admi ttcd b;r those who have studied the 
problem that unwarranted price ri~es cannot be 
Drevcnted through the oachinel"/ :1hich no:7 clCists. 
Experience of the lnst six months has demonstrated 
that voluntarJ cooperation and moral suasion 
thou~h effec~ve in many instances are not ade­
ouate to chec'k unrto.rrantod and unreasonable 
price rises. This tlill ~ives authority to the 
President to fix price ceilin~s under condit ions 
which are desi::ned to protect both the consumer 
and the seller. 

"I feel stron~;:ly that unless we adopt non some 
such reesonab.1.e ancl oodcra tc system as this, 
11e shall be for ced later to take more drastic 
steps. 

"Ho11ever, I believe the Bill should be chan?"ed 
in tr.o r espects . One o~ the che.n~cs I would 
su--est relate~ to n-ricultural connodities end 
the other to rent. I shnll have more to Sa::J 
on these m~tters later. 

"Thoueh I strongly urge . the pass~i"e of t~is bill, 
I should like to emnhns1ze that lt const1tutes 
only one of the several measures that are nec­
eosar;r to p1•cvent inflation. If rte p~ace excl~;~­
sivo reliance upon measures i ncluded 1n thi s b1l l 
ne are bound to be dioaprolnted. Fixin[\ price 
ceilings 11i thout appro!Jnato fisca~ measures, 
and without a rc~djustment of the.•wldame~tal 
supply anC. denan-l relationships, 1s ~erta1n to 
prove inadequate in this countr;r as 1t has 
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proved.ina?equate in every other country that 
has tr1ed 1t . An attempt to legislate prices 
is bound to be tmsucoess.ful unless it is accomp­
anied by measures to increase the supply and 
reduce the demand fo r 2oods. 

"The most effective protection against inflation 
is to increase the suppl y of goods t hat people 
want to buy. !lot only r.ould such action be most 
in acrord 1Tith our s;rstem of free enterprise 
and competition, but it al so 110uld yield a 
hi.,.her standard of livine . ·::e must, therefore, 
make much ere~ter efforts than ;te are makin:; to 
exvand the nroduction of those basic vroducts 
rzhlch are needed not only to meet mihtary 
needs but civilian requirements as r;ell. People 
must have as m:tny thincs available to buy :·:ith 
their money as i t is pos~ ible to p,roduce 17ith­
out impeding our defense pro"Tam. ' 

·::oulu it be satisfactory to you, LJ- . Secretary, 
if Ur . Kulm or nomcbody else continued reading 
this? 

Yes . 

I r.ould be ~lad to ~ on. 

"Un:ortunately, it nay be necessa1'7 to curtail 
production" - -

Ferdie , do you mind coming up closer? 

"Unfortunat ely, it oay be necessar;r to curtail 
the production of certain consumpt1on goods for 
a wh1le : ccause ':ze do not have the p~an~ ?apacity 
necessary to sat1sfy both defense a~a clVlllnn 
needs. '.'/e need, for example, more uon and 
steel f or def ense, but we should le~ve no stone 
unturned to increase our capacity f or iron and 
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steel production so that l ater we shall be able 
to i ncrease our output of electric retr i;.er a­
to:s as 1::ell as runs. In tho meantime , during 
t h1s per1od of necessnril~ curtail ed consumption, 
everrJ encourar,er.tent 3hould be riven t o the pro­
duction of those ~;oods which do not compete 
:1i th lefense needs , 

"I believe :·;e ha'le failed to push our production 
of .. oods to the full crpacitJ of our enor1:10us 
productive resources. ~ cor.cicereble volune 
of unemplo}~ent still exists, and there are also 
millions :mo, thou:h not classified as une~loycd, 
could e added to the r:ol'kin,. for ce i .:' the JObs 
r1e .•e easil;:;r available , In t1~ nle.nts, there 
is unused ~vailable capacity, and the sources of 
necessar'"J r :m mater ials h11.vc not been fully 
utili zed , Greater utilization of these idle 
resources 1·;oul rl so a lon-; r:ay tol'lnrd protecti ne 
us n~ainst inf l ation. 

".'.'her•ever there are M'/ artificial res traints , 
:·;hat eYer their cl:nracter, :7hlch 'lr e opera tin~ 
to pr event full utilization of caracit;, steps 
should l>e tal:en to h:~vc them removed, :'here 
is l ess excuse for restrictions on sup~lies of 
co:-:nodit:.ez no;: than ever be.:' ore . ··:e should 
oa.ke eVei'j- c. tteopt to brin- in norc sup;>lies 
f r om other coun:ries, ;:trticubrl;r t t ose sup-
Elies in ~ich short~-cs arc nlreadJ eppearine. 
r.Vel~' effort shoul d be mde to suppl ement io-
ports of cooraodi tics .-:hich arc scarce •::ith i..lenti­
cnl or substi tute products i n this eountrr;. 

"Al ove all , r1e llliiSt lllAkc full use of those sup­
plies thnt aro e.vnilable . ·::e OU")lt not t o tolerate 
t he \7i thholdin" of sur pluses from the market 
when prices of~ such co:nmodilios are ris in~ 
unduly. In this connection r1c are f ortunate in 
havin~ l ar ee supplies of vnr iou3 a:rieultural 
cornodities 17hich mi-ht be made available to 
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the market . The supply of ·.7hcat is the l arr,eot 
on record and supplies of some other farm 
J>!'Ocluct:; aJ•e the lu,·t,elll in mnny yo:u•s , For 
mnny coi:Il~odi tics the p1•ice situn tion r:hich now 
exi sts !':ovid~o the O!lpor~uni ty that r:e h::tvc 
lon:; :n:aJ.ted l or celllnr, ~vcrnment-held stocks. 
These stocks of co.'!l:locl ities should be released 
f or consum:>tion a: r '\f i dly a:: is nccessar;r to 
prevent unreasonable price rises. ~~ doin· so 
l7e r:ill not onl.J con~ribute to the s t •bilization 
of co~odi~y ~rices in ~eneral but al~o clear 
the l7• rehouses ~or future a•ricultural eoereen­
cies. 

"':':1e 1overnncnt nor: hol ds 7 million bal es of 
cot ton. Cotton prices have risen fron 9-1/2 
cents !'Cl' pound on Au_u st 1, l !J39, to over 16 
cents per pound at the pre sent time . Yet 
the Sena to has passed a bill prohibi tin~ all 
oales of liovc!'7Ullent- hel.d stocks of cotton, tho 
r rohibit ion to continuo until Congress shall 
other·.1ise provi de. 

"If le~islation i s ennclcd freezin" the C-overn­
:nent ' s supplies of cotlon ne will have le.id 
the basis for a s~eculntivo ~rice boon, The 
!,;,!!;'•vorabl e croll s itt.:c.tion a.n'l the restriction 
on silk imports· fwor such a bco:il in prices. 
In vier; o~ the d n-;cr of in:lation c.nc! in view 
or the i~rortnnce of cotton in the n~ice ~·ruc­
ture , it i'Iould seem tl.nt lhe tine is most in­
o.,nortl'nc to ennct le~i slation of that cher~.cter. . . . 
"'.'ie should give co.J•eful t hought to sbbilizinr.; 
the prices of those f arm products that enter 
directlr i nto the cost of livin~; , since an 
uprw.rd t rcncl in living coots is n powerful 
influence t oward incrcaoin<;: wer;e rates, and 
hence tor:arC. ~enernl price inrlation. The 
1 rice of food , 11hicl: nakoo un one- third of 
1 • ~ 
•he consumer bud~et , has nlrtndy risen .aster 
than durin~ the firs t t71o years of ·::orld ·.1ar I . 
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"There are too many people who are lookin" at • 
farm prices from a purely short- run viel70oint, 
with no a!Jparent re '~'ard for tho calamitous 
after-effects of inflation. Have they foruotten 
the experience of 1920, 'o'lhcn ft1rm prices " 
dropped more than fifty per cent in n sin:;le 
year? I \':ant to see a healtey development of 
agricultural prosperity, and with that objec­
tive , I helped to initiate, ant have continued 
to support, our a: ricultural pro~ram, But no 
one ;·tith the interest of a,.riculture sincerely 
at heart can i gnore the dan~er si~ls ahead, 

"It \'7ould, of course, be ideal i! Pe could ad­
just the inequality betrteen the amount of eoods 
availabl e to be purchased and the amount of 
purchasing p01·:er available to buy them entirely 
m the manner which I hnvo ooen discussing -
that is, by increasin~; the supply of r;oods, 

"Unfortunately, this is impossible of immediate 
accompli s~ent because of the lar~e pror ortion 
of t he total output which must go into the 
defense effort and thus io not available to 
satisfy civilian demand. n \erefore, if the bal­
ance between suop).y and demand for civilian 
consuoption is to be redressed, it must be done 
in pa:-t by cutting do·.m de:nnnd. 

"In seekin~ a reduction in total expenditure 
for civilian purposes, we mi ';ht ::ell be::;in 
with the Federal Bud "Ot, Every ef fort should 
be made for economy !n State and locnl ~vcrnnent 
expcndi tures and : or a curtailr.len t of borrO\~ine 
b;1 State and local -:overnments for non-emergency 
purposes, 

"Any curtailment in ;overnmcnt expcni!itures 
possible is , however , small in comparison to 
the cont raction of total expenditures which is 
desir11ble . 
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"The <>rent bulk of the reduction urust come from • 
private, r ather than from public, s~ending, 
Aft er all , total non-defense expend1tures of 
the Federal Government in this year will amount 
to less t han one-tenth of the amount of total 
spending by private persons who had not received 
their incomes from the Government . 7/e obviously 
must seek most of the necessary reduction in 
expenditure in the larger group. 

"The most porrerful inst r ument which the Federal 
Government has for the r eduction of private 
expenditures i s taxation. " 

Uay I interrupt? Somebody make n note, on 
~~ond~ I woul d like to kno1v what, if anything, 
the Secretary of the Tr easury said in •14·, '15, 
'16, and '17 on inflation and price rises. I 
am curious to know 11hat if anythine the Secretary 
or the Tr easury said then, 

I think i t is pretty rrell sot out in the annual 
reports. 

Or any of the Assistant Secretaries. 

"The most ponerful instrument rrhich the Fed-
eral Gover~ent has for the reduction of private 
expenditures is taxation. This inst rument may 
also be used selectively to r educe the demand 
for scarce commodities and particularly for those 
for IVhich there i s a special need f or the defense 
effort . The tax bill which has just passed the 
House of Representatives repre sents a step 
fornard. Serious consideration ought to 
be "'i ven, hc•1ever, to tho more vigorous imposition 
or sel ective excise s at the present time. And 
as I indicated to tho Finance Committee of the 
Senate l ast Friday, it will bo necessary in 
any event that yet heavier reneral taxation be 
imposed next year if ~e arc to maintain success­
fully tho balance between supply and del38lld. 
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"Government borrowin: f rom current consumer incomes 
serves the same put•poso in oontrollinr inflation 
an does t:txation - t h:: t is , it trnnsf~rs nur­
chnsino; ]lO\'Iel' from rri Vnte ci tizCn$ to the Govern­
ment without i ncrensinr, its total amount. This 
uurpose i s acoompli shed to a consi derable extent 
by the sale of ordlnnry r~vcrnment obli!ations 
provided that these are purchased bJ others than 
co~ercie.l banks. A lnr~e proportion of such 
obli ;ations sold to non- bankin> investors is 
raid for , ho•.7evcr, f roo i dle balances :·:hlch in 
any event ~ould not have been opent durin~ the 
cu.~::>ent period. .fnen the proce ds o~ sue!: bor­
rollin:; nre srent b~· the .overnment they, there­
fore , inc::>ee.se t~c total s~endin- stre&, and so 
fail to cont ribute to the cauili orium rrhich I 
have been J i •cusolnti• • 

"Tho :'rensury Department is narticul arl:r anxious 
to bol'ro·:r as l ar - c n proportion or its t otal 
reoui rcments ns noooible f rom current consumer 
inconos. In orccr to do t::ic , :·:e nre lookinr; 
ncrticul e.rly to the o l c of dcfcn•e zavin-s 
bon~• an.;. st&r.llls . 'rhe S' l e of thcoe securitic:: 
has been nroceedin- ~uito sntiofnctorilJ antl 
c:~rin- the three oonths of ::v, June, ana Jul;r 
enoun~ea to sli··htlj o·:or a bi llion do_lars. 
o: course, ~·: no t:cnn$ all of th i s c =e fron 
consuoer inc~es . :e c.ro -rc.ti:ied, ho·::eve:-, 
~hr.t in ccch :>~onth ".11 incrc1sin .. pro;ortion of 
total :;ales 7:as o:de to small ~ub:;cubers . 
·::e are directin:; our m jor effort core to plac­
i nc these securi ties ;·:he::>o the:r uo the cost 
-oorl from an anti- in!'lntioncry point of vierr -
t i~'l t i s, in the ~1anclo of l'IUrchasers from 
current i~come - thnn to incrcaoing thei r tot1l 
sales. .'!e are also, throur;h the issuance or 
tax anticipation note s, uoin- the borro~i~g 
power as a mu ms of r educin-; 't~c ei'recti ve lag 
bebcen the accrual and !la:rmcnt o~ the income 
tnx - thus incroe.sin· the effectivene ss of th:1t 
t~x n:; nn inst~~ent to combat infl ation. 
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rtln addition to these strictly fiscal measures, 
other measures for reducing the rumount of civil­
ian purchasing po'ller may hnve to be used. " 

I rum bored. I don ' t know \1hether anybody else 
is. Go ahead. That is just how I feel. It 
has got no sex appeal. 

tlo. Well, I thought that would - this is -
Ferdie hasn't started on this. (Laughter) 

Oh, Ferdie furnishes the sex appeal. From 
nol'l on - "Sexie Kuhn" . 

Kuhn : I don't agree with you. This is --

Boll: 

Kuhn: 

It reads much better than I thought it nould, 
after going over it yesterday. I didn't think 
it was so hot, but I t hink it is pretty good. 
I think i t is too long and has to be cut down 
a little, but it i s much better than I antici­
pated l'lhen we 11ent over it yesterday. 

"In a·ldition to these strictly fiscal measures, 
other measures for reducing the amount of civilian 
purchasing pol'ler may have to be used. A3ong these 
are control over consumer credit, over new 
capital issues ~/ corporations, and selective 
controls over the extension of bank credit for 
specified purposes. 

"Each of these types of control woul d strike 
directly at a source of non-defense spending, 
and so would relieve the upward pressure on 
prices both venerally and at points where it is 
particulerlyuacute . I should consider them 
great ly superior , therefore, to the more general 
type of credit control, tho immediate effect 
of 11hich is merely to raise money rates. 

"Under more normal conditions the effect of the 
imposition of such general controls i s to reduce 
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borro1T.ing and hence total spending. I cannot 
emphasize too strongly, however , that the 
total amount of borrowing which will have to 
be done by the Federal Government under present 
conditions is effected only by tho needs of the 
defense effort and not by money market conditions. 
Under such circumstances, it seems eminently 
more sensibl e for the Government to shut off 
competin~ demands then to endeavor to bid against 
thee on a orice basis for restricted amount of 
funds. · 

"The expansion in the supz>ly of consumption 
goods and the restriction in the expenditure 
on such goods both serve to prevent inflation 
in an over-all manner. That is to say, 
they exert pressure to keep dom1 the p,eneral 
level of prices . But tho problem of lril'lahon 
cannot be solved by those broad methods of con­
trol al one . Even rtith expanded output of con­
sumption ~oods and res t ricted expenditure on 
such goods there will still remain areas in 
11hich the public 1nll mmt to spend more money 
than the suprly of r,oods available in these areas 
can absorb rrithout en inflationary rise in prices. 
This bill is suited particularly to control 
the areas of partial inflation 11hich cannot be 
reached by the over-all action of the other 
methods of control. 

"These three methods of preventing inflation­
expanded production, restricted expenditure, 
end price control - supplement each other, each 
increasinu the effectiveness of the others, end 
all together providing an effective program 
for dealing wlth the problem. The three methods 

are equally necessary. 

"I should like to point out that the effectiveness 
of such a program is enhanced 11hen the three 
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methods of prcventine inflation are not used 
at cross purposes. Price control must not limit 
the flow of Jlll\terials available for expanded 
production. Fur thermore, by its very nature, 
price control must be flexible to be successful. 
For these reasons I believe it woul d be ':lrei'er­
able to omit from the bill the minilltUll ceilin .. 
for aericultural caomodities and the provisions 
limiting rent control in defense areas to low­
cost housing. The rigidity in prices imposed 
by a prescribed ceilin~ cny make it difficult 
to prevent inflation and inpossible to prevent 
post-~a~ ~!adjustment of prices and post-"ar 
<lepressJ.on. 

".'lith these modifications, I o.m \~hole-heartedq 
in favor of the EmerGency Price Control Bill. " 

Bell? 

·:/ell, as I said, I think it is a little lon:;, 
but it is much better than - reads nuch better 
than I thou:dlt it would, ·:re w cnt over it 
yesterday afternoon. 

Ed Fole7 is practicall7 asleep. 

I don ' t blame him. (Laurhter) I t is that kind 
of a doc~~~nt. I presume partly be ause it is 
. ealing so much with economics --

Put your feet up on the davenport, Ed. (Laughter) 

'.'/ell , of course it is unfair to show me anythinl! 
today because for four days I have been through 
the mi11 on this other thin~, so anythine that 
you showed me 

Except that I t hink it is important - -

Let me sive you - -
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To get your r eaction on policy, 

You l'lill get the reac tion. I n the first place 
there are no exampl es. ./hero is my St. Louis ' 
house , vthi ch I n~ked for? 

'.'le lulve t he f i gures worked up on that , 

I don' t kno;1 anythin:; thn t t ouched labor - it 
touches lll!!.ter ials, it i s touchin., "lrofi ts , it 
touches everythine. J • 

.:jte : ·:;·e have each of those . At l ec.st -:te have ,:ot 
this to saJ on 7!:: -;e s . 

!:.::. Jr : 

!f . ~ . . Jr : 

Jr. --ett : 

•• 0 • J :' : 

Ja- et t : 

' 
.•. J 

.~ . ... . !' : 

".:.ite : 

::.:.: .Jr : 

But the St . Louis house thin., touches everythlnc. 
Are you familiar with it? • 

lfo . 

The St . Louis house gives you the six-room 
house breakdown - it is the best job thnt I 
know of. Have you ~ot it? 

Yes, sir , we have. 

·:lell, take somethin" like that , :1hich sho:7s 
the contractor's profit, increase in ><aees, 
increase in mater1als, increase i n rent , the 
:1hole business. Ho:1 much is it Ui! no7t? 

I don' t recall the exact pcrcentar.e increase , 
but it i s goine up r ather shar~ly i n the l ast ~o 
months. 

Yes. llow, 11hat I \7oul d like to do is - it is 
like an illustration to a story . I r:ould like 
t o ~ive that as an illustration. 

Pri cos ri sint;? 

Yes. 

/ 
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Of rise in prices. 

I would like to - I \Tould love to hnve somethln~> 
on cotton. You see, the thing which the Presid~nt 
has been talking a bout is this. As I understand 
t he law, the farmer i s to receive at the farm 
the avera"'e price that he receives at the farm -
it is to ~e parity. Uo11, what the President says 
is, if that average price at the farm is parity, 
then he isn't to get any benefit payments. 
I don ' t even know ho~ it i s now, so m&fbe 
I had better not get into that, You might look 
it up anyway. They have never told the President 
quite the story. He has mos t likely got it 
right . But if the parity price is sixteen and 
a hal f cents, averacre price that the farmer 
receives at t he farm, the President takes the 
position that he i s not enti tled to any soil 
conservation benefits or any other benefits. 

Thnt is correct, 

But I don' t know whet her that is the law, Look 
it up. 

I Ifill do that, sir. 

rnere is a lot of mystery about it. Can ' t you 
do somethi ng - I mean, am I l'lt'ong that du.ring 
' 14 to '16 they used to have exhibitions in win­
dons sho;1ing the price of shirts and the price 
of this and the price of thn t , and all that kind 
of business? You don't know? 

I don' t • 

I think it 1voul d be a li ttle topheavy i f you 
said more about cotton. I think, as it i s , you 
have made a statement that is stronler than 
anybody else would dare make. 
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I f you take that statement of mine about the 
house, it pretty near covers evorvthin", doesn't 
i t? • a 

Yes. It gives the breakdown botiTeen different 
kinds of materi al s , di fferent kinds of l abor , 
and the general overhead expense, contractor's 
prof its and so forth. 

·:/ell, that i s one thin&• 1:o11 , Lubin prolli.sed 
me faithfully - -

He just sent oe f ive lli.nutes ago --

••• • l'ai thfully that he l'toul d have the story to 
show l.on"Tess. 

Five minutes ago he called up and said he was 
sendine it , and I don't know 1'1hat is i n he1•e, 
other than •that he told me . lie said he was 
s endin!; tYio things . One was to short that when 
the cost of living ri ses ten per cent and if 
the Goverill!lent •::ants to l et its l'torker5 share 
only half of t hat increase, and t he Government 
11ill take the other half b;r inc;ocasing :.ages of 
its employees, it nill cost the Government a 
hundr ed and t ·.,ent;r- five olllion dollars a year, 

7hnt isn' t what he - -

That is one thing. The 3econd thing, he is sup­
posed to give the increased price cost that ~uld 
be on goods whi ch the Governoont i s buying for 
defense pro jects. 

.'tell, l et me put it rcy way and if he hasn't 
done it we can do i t . I t nrust be a matter of 
record t hat - t here have been all kinds of 
studies made - that during tho period ' 14 to 
' 20, -;rhatever i t was - I knou the llavy officers 
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said they had it for 122 and then adjusted their 
salaries accordingly in the liavy. They 1:ent 
through the thing and then studiod how much 
wns the increased cost and then they raised 
everybody' s salary. 

The some thing, but it rzas really a bonus in ' 17, 
1 18, and '19 . 

That is what he said he was -;oing to do for me , 

He has got it here. lugher living costs 
means higher Federal salaries and he discusses 
IThat happened in 1918. lie has got two pages 
that seem to read pret ty 11ell. 

That 11as the thing that impressed me. I said, 
"!low, J.fr . Conp;ressman, let me tell you l'lhat hap­
pened in 1918, to you people with fixed salaries, 
you and me. This is what happened, and your 
dollar instead of buying a hundred cent!! was 
only buying eighty cents ' worth," and so forth 
and so on, "and therefore you only got eighty 
per cent or whatever it is of your purchasing 
power, and then by the time you did pay your 
t axes , your dollar ·was reduced to fifty cents. " 

L!r . Secretary, IJr , Henderson centioned it in 
about one sentence relating to the District of 
Columbia, because he quoted some statistics 
to show that the standard of living, censured 
by real wages of the Federal employees in the 
District of Columbia went do1m about twenty per 
cent durin~ the world war period, 

':/ell, it won' t do any harf!! to repeat ~t . Did 
the Congressman get an adJustment? ·Old he 
get an adjustment in his 3alary, does anybody 
know? 

Over there, you mean? 
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In 1918. 

Congress in the first period gave a hundred 
and twenty dollar s to ovecy employee up t o a 
certain salary, I think. Of course in those 
days salaries weren' t high. Later they gave 
two hundred forty dollars . That lasted until 
about ' 21. 

That is the kind of thing. 

~J I ask this question, ~. Secretary? 
Those illus trations are directed toward 
shornng the evils of inflation, and there are 
a great many - you can ma~e a very dramatic pic­
ture on the evils because those are only two. 
There are numerous other aspects of inflation 
that are bad. , 

That is what I am t rying to get over to you. 
I would like to start out not t oo long, but I 
would like to talk about \'rhat the evils of 
inflation are, 

That is it. 

I don't IYant - I Hant to tell s0r.1e stories, 
about the house. '.'/e have got a fou.r- room 
house and mY salary - if it was six thousand 
dollars, I am supposed to pay a third of my 
salary for rent or whatever the rule of thumb 
is. In those days I could have got a house for 
two thousand dollars and that same house now 
costs me t hree thousand, or half of mY salary 
woul d have to go . "Gentlemen, I will distribute 
this chart showing you just 1vhat has happened. " 
It is in about a year, Isn 't it? 

Yes. 

The contractor's profit went up the exact amount 
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in percenta~e that the increase in the cost 
of l abor di d. In other words, it may have been 
an accident, but he kept raisine it just as 
the thine; 11ent up. \'/hat happened to you and 
me and the million other Govermncnt employees? 
I mean, now we are - we at least rtere fortunate 
enough that the Government came alone and adjusted 
it but ho17 about the other millions of people 
t hat can 't be adjusted? There is nothing more 
cruel, I want to talk about t he cruelty of 
inflation. This isn't something ue should bandy 
around. Just because one sDall r;roup wants to 
be selfish an~ hold seven million bales of cotton, 
there is nothing more selfish or cruel, and I 
want to talk about if inst ead of bringin~ -
freezing three hundred million bushels 01 wheat, 
11e ought to be far- sighted enough to say, "'.'/ell 
m~be \7e rrill brin~ three hundred million bushels 
of \'/heat down f rom Canada. Tho price of bread 
has already gone up. The st nff of life. You 
Pet t he feeds, chicken feed - ~ God, there are 
an a·:1ful lot of poultry men. I t runs into a 
hundred million or more dollars. All through 
!lew Enltland the cost of chi cken feed has t;onc 
up fif~; Qer cent . It mAY not be chicken feed, 
but it represents a couule of hundred Dillion 
dollars . Get those f i gUr es. I t is up ~t least 
fift,r uer cent. I uant to give - I don t rtant to 
give too many, but I want to give sooe illustra­
tions about t he cruel~/ of this thins. 

It is a boa constrictor. It m•aps itself around 
and finally it just cho~es th~ person to deat~. 
\'/hat between taxes and mflahon, the nation lS 
just squeezed, the life is squeezed out of it, 
the vitality. It i s a thine which ~~e just can't -
you can't fight it with a pen. You have got 
fo fight it 1·1ith a sword. I mean, it is that 
kind of stui'f t hat I want to put in there . I 
feel this thiUJ; very deeply. I .1ant some good 
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illustrations. I can only eive you - I mean, 
a couple , but there must be a lot of thea around, 
The bread !izures and Dr. - the ~oman nutri­
tionist over the~e in A;riculture , Stanley, she 
is the best person in the country and she is 
the leas t used, Dr. Stanley. She i s snell, 
And Miss Elliott. Bet~een l~ ss Elliott and 
Dr . Stanley, betiTeen those two women, you can 
ask them each to give you six cases of what is 
happening to the consumer the woman, in this 
country, on inf lation, They can each ~ive you 
a half dozen illuntrations. They arc tiTo sPlendid 
1vomen, and nobody i s usin:; them. Those trro· 
people. The one on nutritio~end Dr. Elliott 
could do it on clothing. I think the thing to 
do is to - if I do no thing else but confine qy­
sel! and address myself to the housevzife of 
~~erica, you see. If I didn't even attempt to 
cover anything el se but just address myself to 
the housewii'ei the mother. "You have r,o t to 
take 'ilhat i s eft out of the ::eekly payroll 
of "·our husband and pay for these thln"'s, and 
non look 11hAt is ha~penin:; to your payroll, 11hat 
i s going to ha~pen to your children?" 

llerbert Hoover made his reputation and had his 
picture in every kitchen by addressine hioself 
to the housewives, That in the way he made his 
success, 

You nant to make this personalized? 

I ;1ant to make it personalized. I r:ant to talk 
to the house11ife , I nant to talk to the mother, 
and beheen Dr . Stanley and Miss Elliott you 
can "tlt the stuff by llinday. I \7ant to make 
it so that the people can understand it. Am 
I talkine sense, llerbert2 

Oh, yes, indeed, This economic doctrine can 
be gone over pretty - in an exact way, It can 
be condensed n great deal . 
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Oh, :res, 

And the methods to - it can be summarized very 
concisely and t hen the methods by 11hich you are 
going to attack the problem also in the bi l l 
can be cut down. 

But you see, the trouble is - please for~et ~ 
sarcastic remarks, ~ remsrks at the oeglnning 
but this ~s a.wondertul thing, to_get up to add­
ress the Amer1can Socl et:r of Econocists, wherever 
they meet, if they meet, but the fellow on the 
street, the \'rOman, the person nho beys the lamb 
chops and buys the stocldnes and the undei'17ear 
and pays the rent and insurance - it is the woman 
that does that. Let me t alk to her. 

:·/ell, all your remarks, IThich I think are - can 
be turned out into somethin~ t hat would attract 
their attention - we skip a!l the effects of 
inflation under the assumption that it r.as known 
to be bad, and merely directed ourselves against 
the - what are :rou going to do about i t ? How­
ever, it certainly doesn't have the popul ar 
a~peal, and maybe the reverse ou~ht to be true, 
uaybe by talking about the effects of inflation, 
the bad effects of inflation, the assumption 
will be that this bill will correct th~ 

llarcy, I think the thine is this. I don' t 
think yet the average person understands. Just 
the wey I look around the room here, there is 
only one person here that knew about what 
happened to Gover~ent employees, and the extra 
bonuses. I just don ' t think, with the exception 
of people - when sugar went to five cents they 
all rushed out and bourht sugar. l!o1v they are 
all buyi ng stockin~s . ' rt is disgusting. I 
think you have just §ot to paint this thing to 
the peopl e and sey, If you want to stop this 
boa constrictor from choking you to death, you 
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people have got to cet llllld and say, 17/e 11ant 
seven million bal es of cotton released. 
1,'/e want the wheat released. We don' t l'lant 
our shirts and our cotton dresses to go up and 
our bread, when there is that lmlch goods 1n 
this count ry and in Canada, lying up there 
rotting in the warehouse. We are not going 
to stc.nd for it. '.Ve are just not e;o ino- to 
stand for it, because of a crook like eotton 
Ed Smith and his f riend Harris in New York, 
the cotton broker, to make all this money.•• 

'.'Jha t the Secretary i s addro:Jsing himself to 
is quite different. lie ;;ants to dranatize the 
effects of inflation. That can be effectively 
done, the consequences of inflation dramatized. 
J.~ybe that is the way it would be mos t effective, 
because if you dramatize tho consequences of 
inflation, you are not directing - you are 
assuming that this bill is what i s necessary in 
order t o correct it . 

Do ;rou assume that? 

Ho , I mean the public may. 

Jlo , first of all, Leon Henderson has b;en up there 
dramatizing the consequences of inflahon, and 
probabl7 Eccle s will be doin" the same, and ~hen 
the Secretary of the Treasury comes up, I believe 
that peopl e rrant this kind of reason, crave, and 
clear, a statement from him. He can make it 
personal >rith little i llustrations . 

Yes, there can be two or three illustrations • 

But I wouldn't give up the substance of this. 

I think it is pretty p,ood. 

'.'/e r~ill cut i t do~m about a third. 
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I 11as agreeably surprised when you rend it over. 

I think all you say here cnn be said i n half the 
space . 

';/ell , t hat may be. 

It is a much more intelligent statement than 
MJ that has been made publicly. I don ' t mean 
MJ that has been made - -

I t i s better than llenderson could have made 
because it is in a different key. 

But it certainly doesn ' t have the dramatic 
effect or the ap~eal that the other approach 
11oul d. I think 1t may be possible to combine 
it. I think tr.o or three par,es --

Two pages of this - -

Of thnt house , of the Government employees, 
ant\ the house,·1ife. You need a pnra"'rnph on 
the housewife, and one on the Government 
emnloyees, and a couple on this house and I 
thlnk you can make it ve~J dramatic. 

And then tighten this up a little bit and sharpen 
the language of it • 

?h~t is r igpt. 

And r i ght at t he beginning, unless --

Of course he storped li stening after the third 
pae;e. 

I don' t t hink he listened from the beginning. 

'.'/ell, I think ~~e knoiV l'lhat ho ;1nnts. 
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It 11ould also have t o be turned into l'tha t can 
be done about i t as he su~~ested about cotton 
and uheat. 

'.'/ell, I don ' t think he can s"end much more time 
:1ith lhe cotton. He is comin- no11 - - no:1, you 
can sny something about this. You can' t use 
that phrase, ho11 about tho house::ife rtho has 
to b~v cotton shirts nnd cotton dun~arces for 
the family? · · 

In the '.'/alter '.'iinchell st;rle . 

Yes. You can mix a li ttle of that in there, 
but I don't think you can confine it to that 
and I don't think he 7lill wnnt to, but if sone 
of that is i n there he r.ill tnke the rest 
of it. 

Is it necosGill".f to specify rthnt kinds of civilian 
nroduction con be increased r:i thout det riment to 
the defense industries? 

.:.i~e : '!ou t r;r it . I ce.n't think of aeythin.;. 

K·~!--: : t:eithcr can I . That is 11hy I OJ:! askin:; you. 

.~.i te: 

~o.nton : 

. . . ..... .. e: 

'.'leU, theDe is nothin~ in thoro that ;rou r~ill 
find --

I think you will have to shorten all t ha t 
about that stimulation of nroduction t lmt doesn ' t 
comoeto , because you take so much t ime to it . 
You"arouse curiosity as to nhat ;rou are :;ettin~ 
at . 

iie 110uld ~ct a lot of '!uestions • 

1ou can cut that sentence out but I t hink ;~e 
would all ar.r ee that t he!'O OU"h t to be an increase 
in plant capacit;r . That is uhat :~c need. 

?• 
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That requires steel and 

"/ell, there has t o be curtailment of ci•tilian 
consumption, then until that i s done because 
unless you do it you are "Oinc to be ' uorse and 
17or se. 

That is one hole 
this right away. 
us l'lhat -- " 

I think peopl e woul d pick in 
They 170uld say, ":!eli, tell 

O'Co:mcll: You mean, "Tell us nhat " 

:~uhn : 

.. ltito : 

Kuhn : 

'ins ton : 

:.bite : 

ins ton : 

:.itrro.y: 

"'.'1'hat to use up that is not needed fo r defense, 
or labor that 1s not needed for defense . " 

!low, wait a minute, bbor, that i s a different 
story. There is pl enty of labor, pl enty of i t . 

All right, materials. 

Br icks. They don't use bricks for defense. 

The answer to that is that you have :ot to l ay 
the zround11ork for increased plant s . Other11i se, 
you l7ill be in a 110rse situation next year, and 
in the year follo11ine a still 11orse situation, 
so the thing to do is to pull in your bel t 
a r:hole lot the next six oonths , so a t least you 
can let it out in the years afterward. If you 
spend a hundred mil lion dollars on a plant that 
is only going to produce a hundred mlllio~ dol­
l ars of goods over four years, your sup~l1es --

During the period of const r uction, Harry. It 
i ~ cer tainl y inflationary . 

','!ell, I said naturally if you are "Oing to spend 
a hundred million dollars - -

~ point i s t hat one o: the main r;ays of combating 
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inflation which is advocated is during the 
period that you are constructing it is self 
inflationary, 

Now, look, in every situation of thi s character 
you l~ve got a lot of conflicting objectives 
which must be harmonized, and one 'of those 
conflicting objectives is that 70u He.nt more 
consumers ~oods because you lle.nt to keep more 
people emp~oyed and yet you find that in order 
to do that you may- you will have to curtail 
consumption, !low whether that rrill have a net 

inflationary or defiationar; effect, you couldn't 
say, because it depends on hon much you curtail 
civilian consumption in order to build the plants 
to produce more later, • 

You coul d say thnt during the period of con­
st ruction if you build pl ants to produce 
consumer goods, it is inflationary, because the 
people get wages just as much as they would for 
producing the goods, but the goods can be sold 
and so absorb purchasing power, and the plant 
can •t . So dur1n~ the ner1od in l"thich thls is 
happening it is lnflatlon • 

?3 

Yes, but hon much? You knon the old story that -
or rather figure of speech that I like to use, 
that when a fat uoman goes in bathing in Coney 
Island it raises the tide in London, but the 
question is if you nere a ship captain 7ou wouldn' t 
condition your ship' s cominr.s and ~oings by a tele­
"!'run as to whether there were a fat woman on 
Coney Island, !low, I think you 11111 find an 
inflationary effect of increasinr, the pl~t 
capacity while at the same time curtnlhng plant 

consumpt ion is negligible . 

~ ten million dollar increase in plant capacity 
is a mi&}lty fat woman. 

• 
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.. hat I was thinking \'illS thia, just to make 
somcthin-:: drlllllRtic, Should we lot cotton, r1heat , 
corn - is corn in stor~~o? 

Ecll: Yes, lots o£ it. 

! ... . Jr : 

.:.:te : 

: : ·. Jr : 

Bell: 

:;.:'. Jr : 

Su~el' , Aw,r::ey - -

'!here i s pl ent.J of su3ar in Cuba end there is 
a tariff on su~nr . 

Let these things rot in the storehouses in the 
United Sbtcs or in C:m:lda or in Cuba ·::hile 
pe~nle ei titer ;;;o hun:;!"{ on the one hand, they 
stlll do, or on the ot<~cr 1-..n.nd they pay e fifty 
per cent increase for t heir food. 

Or have their diet J•educod as a result of i ncreased 
prices. 

lli :-ht . You tal k about mor ale. 'l'he fir st thing 
to do i s to feed the people tho ri:;ht t hing. I 
sat over here with ','/icknrd yc tcrda;r, and he is 
talkin: about 6ivin" them the ri::ht :orr.rula to 
cat with this Aust r alian after t he ::nr i s over, 
Jlo·.7, that i s the thing - t h:lt is t :1c t hin:; I 
\7oul d like t o take. You hn·1e -:o t to nr ouse 
somebod;{ over here . i:or: , i£ 1ou ;·;ant to do this 
thi110, the 17e:J to o:tkc a start is to :;et this 
bill through. Another thine, on,! : -ot t he tip 
out oi this - ho:1 can ;rou expect n:c , e.s Secre­
tary o£ the Trcnsur;r, to -;o nhcad dCJ e.~tcr dey 
and asl: peopl e t o i nvest in Dc!'cnse Savm:·s 
Bonds \'/hen they l:nOI'/ and I have cot t o tell them 
the.t the thin~ i s inf l ationary. They are not 
~in~ to continue t o buy Defense Savings Bonds 
ana 'f will not continuo to bo abl e to r educe 
bank deposi ts if t hey know day after day there 
11ill be inflation. They are ~oine to hoe.rd, 
but t hey uon ' t buy~ bonds. It is a vicious 
circle . Instead of makin- a pret~/ speech, hon 
much I am - I have been lucky. I have sold a 

• 
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billion .!oll nr.~ in three months, but ho·.r do I 
:;::to·:: t~at pconl c ere ~oir.- to continue? ':'hey 
:-:1!! e 1thc~ ;at the onel in litc.i r :;ock or t:.ej· 
:·:ill !:u;.· co ::ocitic$ or so:;cthin~ else, but 
t~.e~- :·:on' t bUJ no!'e !:on~s . 

0 ' r.ou:-sc i.:' nt• icc~ r·o un t hc•r ·.~ill 
l es:; ·~onoy •.:i th ·.-r:> ich to' buy 'bon·lc, 
s r on· point . 

l.ave -ruch 
'i'lw t is the 

0:.t t l10 roint i:; the;r lll 'C not r:oin-: t o bUJ 
n ; i::cl lhin~ i.:' Lhc;r t hink t:1c:•c i s -oin~ to 
be in 'l• lion, '1n I rti -ht '\~ ·:.ell sc.;r so :md 
-et •. l.r ·c en t:.cn i n c 3e thi thin · -oes 
:;our on nc . 

:c -ct l et tc:>v o: ih ~-~ c:.'l1'".cl.er . 

:.::~ I ·;rill :ny, "1 h••:c sr.i tl co on .• u ·ust 12, 
t ll' t I coulcln~ t sell these bomi$ ii Con ·ress 
isn ' t ·oin•· to do :oJ,elhin .. n"out it • .. 117 
:l.ould :>co.,lc 1;\~· rv l:ontls 'l" "h ... t i~ the nn: le 
I :·:oul d lik~ to t !':.ke, 

c.::. 

I · :· sa•• in'" to J!arr:r before , t :: t I think t he 
;:-e:-som.1 Louoh c:•n be rut in hO I'O ·.:ithou t de­
<; royin · tho~c n1· ~uuent s , 

Lool: , I J'u ~l t rio : it .:or a :1inutc or t·.-;o on 
. • . l n•• ' - · t " :.rs . :..or r"ont~.nu c.n, !: lC ... ~r s , 1.0H nre r1 u • 

::o:7, Leon hn3 clone a cc~<~tiiul job, I :7mt to 
-et u- '\!l: i~! don' t talk about ~~·thin: ehe, 
tell: to tho ho~ ·c:·:ive ~ o: . .n :-!.ca. 

"iln ' t ho rlo th'\ t r.l ~o , :::· • .Alcr b r;r? 

· 11 (O' C ! 1) ·~thoro , I Jiln' t . ..e , you onnc ~ . 

... 
• .:> 
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ue was prett-; statistical. 

I run oure r:e can drnmnt izo oi'fecti vely -­

He didn ' t do it. 

I don' t Y..no11. 

I read t he ne'.lspaper nccount . There rre.s nothing 
in it . 'i'he:>e rte.s nothin<- t hc t• e, 

O' Connell : You 11oul dn ' t he.ve had you been there. It rre.s 
a eood statement, thou~,h. 

... . J~ : 

I say i t y;as a eood statement, but you have go t 
to ~et somebody aroused. '.\ho is aroused today 
about thi s thine? 11obody, .le 11ill "et the nol:len 
aroused, n·::e ar e not ro;oin;. to stand ' f or this. 
L:r. !Corgentbau says t he re is all this cotton 
nnd wheat end corn here . Look o.t our porkchops . 
Look what rte pay for pork chops . " Find out bol'l 
much but t er there is in storarc. 

ft is one of the bi~cest suuplies t hey ha~e had 
1n many jears • 

About fifty per cent . It is up f ifty per cent, 
Butter is up fifty per cent . •· .• 11Y should I pa] 
f ift,r per cent more? This s tuff that is :oing 
to En ... le.nd - it i s a do.mn lie . Somebody is 
sr>cculating in this thine. He i s rieht . He 
te l ls ne ther e i s so cuch but t er . There is e.l l 
this su~ar in Cuba. There is f our hundred fifty 
millions of bushels of rrhont and a new wht at crop 
comin~ on in Ce.nnda. '.'thy should my bread go 

up? Iu run not go ins to ste.nd f or it. " You will 
?et somebody W:d. I forr;et , is it t wenty mill­
lon pounds of butter in stora~c? Pork , tell 
t hem, one bushel o£ corn, ten bushels of corn, 
one pound of pork, that io the r atio. And e.ll 
thi s corn in stora~'"e. Hol'l about it, Dakota? 
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I think that i s :--ood. I think ;rou have .,t to 
<lronatize this. 

Su1•c ;rou do . 

I think two or three pa;:;es of that and then 
con<!ense the other . 

::.ore than that • 

But I ~oulen ' t stick to food alone. 

·::ell , cotton. ilerbc::-t , H I - :rcll, let me 
tr7 it . If I c~ just ~ot over - if I can arouse 
t::c houscr:i ve s of lu:! rica to what it means to 
them, then Leon's bill 11ill ~o tll!'ou~:;h. 

The rtq it is noti, he hnsn' t P,Ot too .-oou a chm ce . 
Let ne just take thnt nn"l o nnd tho impact on -
I can ' t sell rrry bon' s and the other thiMs he 
said. And don ' t for ·;ct Lho house. Don ' t fo r -e t 
the house. Ho•.1, ;rou t r:o cu;rs ( .Illite and Kuhn) 
are riorki nz on this thin;;? 

.'iell, Ferdie hasn ' t yet , but l.e says he has free 
tir1c f r om nor; on. 

I ac :oing to -et to it. 

·::ell, Ferdie, if ;rou t:7o non c uld sta;r behind 
no~, I nould like to arr o.n-c ho:1 I CP.n - et you 
U!' to the count r:r so it ·,7ill, be no~t co;:•enient. 
:.nl then I nill devote nll J..ondfiJ to tlns. 
Arc you r h:fsicall;r o.'>lc to ork on this tomorrot<? 

Oh, ;res. 

How nbout you, Ho.rry? 

Oh, yes . 
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And you cal all ~o t o bed 1u esday ni r;ht or 
.:;et drunk, I don' t cere 1'1hich, or do bot h. 

It i s a joint product , and I think it could 
probably be i :-tproved. :'le have all had a hand in 
lt, 

Do you ;·;ant somecody from HaM ' of~ice? 

I shoul d thi nk so • 

'.'!:1o, L:i.~~ J.!ichener? One person, 

Can' t 110 l'lork do:·m here m d then brin- the '>rod-
uct u~ to you? • 

Yes, but I rlon ' t ·.7ant ttore than t hree people coming 
to tho country • 

I think the noro ir.1portant t hi n;: i s t hose l'lho 
work on i t , 

.ell, thr ; e people here. I:lut ho·.• about cominz 
to t he country? 

Let 1 : continue to work on it 'ln~ ·::hene·;er ;ou 
a:-e ro:.dy to - -

3ut nho from !.:r. Eans 1 shop ~1uct cone up? 

71ell, do you mean , :Jr. · .. 1\ite, fot• somebody 

I don 1 t think it matters rr::o :;ocs up to the 
country an·1 ·etc t !:c i-cas , but I do t hink it 
r:ould be helpful if those u:to have been l<orking 
on it could continue to ~;ork on it. 

!!:ve :-;rbod.;r should, 

Iou and Ferdie ccn -o un to thr ~ountrJ . That 
is all you need, I thi nk, i ~ ju:t cvcrJbod;r 
:·:ork on 1 t ::hilo it is here, o.nd ·.1hcn i t roe s 
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to the oountry just '.'lhite and Ferdie can work 
on it. 

Can everybody do it? 

'.'/e have ~ot this afternoon. 

And by tomorr01v noon we cnn have another draft 
I think, that i s close along the lines that yo~ 
wan ted, llow, if you 17ant to spend time on it 
Sunday, that trould F;ive us a little t10re time, 

:·:ell, that was rrq thoUI;ht , you see, 
on it &mday nigllt . 

I can 110rk 

And then - now, Henderson is still on the Hill, 
so that I think that - I am sure you 1von' t 
be called llonday, so •.7e will have all day !Jon­

day, 

ll. tr. Jr ~ I 1von' t go up 1!onday. 

O'Connell: tro, Tuesday is t he day, and you may not even 
be reached Tuesday. 

II .U. Jr: '.'/ondcrful • 

. hlte : Suppos.ing we have another draft that incor porates 
t he ideas that you have had and you 1vill go over 
t hat Sunday , You will sue~est some more changes. 
·ve will 110rk over that agun llonday and sometime 
Monday afternoon it will be in shape . 

ii.::. Jr : That i s all right , But I want everybody t hat 
is here to help, please, I am very, very s~r­
ious about this. It cnn just completely ru1n 
our whol e Defense Savings Bonds program. 

Gaston : I suppose there isn't much danzer at this 
stage of stirring more inflation, more consumer 

• 
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demand b7 talk , It will havo some effect, but 
it won ' t have a great deal of effect because 
there has been so much inf l ationary talk already, 
Of course everybody gets up before a Co~essional 
Committee and talks about the danger of Lnfla­
tion, that sets a few more people off and does 
start an increased demand and reduced supplies, 

'.'lell, l et 's go at it • 

Ferdie and I!ar!"J stay behind a minute. You are 
absolutely right , Herbert, 
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s tatement of the Secretary of the Treasury 
Pefore the House Committee on Banking and Currency 

y am in full agreement with the objectives of the 

Emergency Price Cont rol Bill, and with the general methods 

by which the bill seeks to attain these objectives . 

We have been talking al out the problem of preventing 

inflat ion for a long time , but until recently the question 

bas been largely academic. Now, however, we are faced with 

the urgent, practical necessity of gr11ppl1nz with it . We 

are faced with a situation ripe for the development of inflation. 

In many respects the price situation today closely resembles 

that of the corresponding period in 1916, v1hen, as we now know, 

inflation was actually on the way. We have now, as we had then , 

a modera te rise in the cost of living, a greater rise in the 

wholesale price index, end a sharp rise in the prices of basic 

comoodities . It is the letter rise which consti tutes the danger 

signal. Pasic commodity prices rise first; the wholesale pri ce 

index always lags greatly rebind the index of basic commoa i ties, 

while the cost of living does not show anything like the full 

effects of inflation until lonz after the seeds of inflation 

have taken root. 

I do not mean to imply that pri ce rises have already gone 

so far that there is no stopping; that it is too late to prevent 

inflat ion . Fut strong forces are under way which will end in 
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inflation unless we do somethin~ about it . Obviously, the 

time to do something about inflation ia ~efore i t occurs, 

not after i t has gathered momentum. 

The forces now in operation making for further price 

rise are both potent and persistent . 

- 2 -

82 

Our defense expenditures are rapidly increasing . During 

the fiscal year 1942 they will ~e two and a half times as much 

fts in the fiscal year 1941, and even that increase does not 

take account of extension of t he Defense Program made after 

June 1, and of additional sums needed for !.end-Lease. It 

must be remembered that a large part of the defense expenditure 

is being financed through borrowing which, in effect, increases 

the total money demand for goods . The net borrowing for the 

fiscal year 1942 will be at least twice as large as in the 

previous f iscal year. 

As our defense program grows we must expect further 

upward pressure on pr ices. The program provides additional 

income for large sections of the public wi thout increasing 

correspondin~ly the supply of consumption goods upon which 

that income would ordinarily be spent. It has been est imated 

that the money going to t he pockets of the people of the 

llni ted States will be increased by more than $10 billion during 
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this fisc al year. Naturally they will want to spend part 

of that increase on consumption goods. If the supply of 

cnnsumption goods available is not increased proportionately, 

nothing can prevent the prices of such goods from rising 

83 

unless positive preventive steps are taken. And, unfortunately, 

the defense program is already operatin& to curtail the supply 

of some consumpt ion goods. 

~he inflationary force of defense expenditures has been 

supplemented during the past year by a sharp expansion of 

bank credit . At the same time the shortage of raw materials 

for civilian goods , absorption of idle capacity in many 

industries , and cutting off of normal foreign sources of suppli es, 

are also operating to make the price si tuatlon woJ•se. 

We are all suffici ently aware of the destructive effects 

of inflation . Unlike the situation in 1916 we are now 

- 3 -
, 
• 

aware of what is happening in our price structure . We should 

profit by this knowledge and take prompt and effective act ion 

to avert a repetition of the pri ce movements of 1917 to 1920. 

It is admitted by those who have studied the problem 

that unwarrar.ted price rises cannot be p1•evented through 

the machinery which non exists. Experience of the last six 

• 
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~o~lhs has demonstrated that voluntary cooperation anrl moral 

5,1uion thoU&h effective in many instances are not adequate 

to check unwarranted and unreasonnble price rises . This 

Pill elves authority to the President to fix price ceil ings 

under conditions which are designed to protect both the consumer 

~nc the seller. 

I fe el strongl y that unless we adopt now some such 

reasonorle and moderate systec as this, we shall be forced 

later to take more drastic steps . 

!!0T1ever, I believe the flill shoulcl be chan;;ed in t wo 

respects . One of the changes I would suggest relates to 

at,r icultural commodities and the other to rent . I shall 

have more to say on these matters later. 

"'hou"h 1 str•ongly urge the passage of this bill, I 

sho1:ld like to ecphasize that it constitutes only one of the 

st ~erol measures that are necessary to prevent inflation. 

I f r.e r lace exclusive reliance upon measure. inclucerl in 

this bill we are round to be disappointed . Fixing price 

ceilings without appropriate fi~cal meosureJ, and without 

a readjustment of the fundamentnl supply and demand re­

lationships , is cer tain to pt•ove tnadequate in this country 

as it has pt•oved inadequate in every other country that has 

tried it. An attempt to legislate prices ts bound to be 

unsucctssful unless it i s accompanied by measures to increase 

• 
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the supply and reduce the decand for goods . 

- 4 -

1'he most effecti ve prot ection against inflation is t o 

increase the supply of goods t hat people wan t to buy. Not 

only would such action be most in accord r.ith our system 

of free enterprisr and competition, but it also would yield 

a hirhe~ standard of li vtng. We must, therefore, make much 

greater efforts than we are making to expand the product ion 

of those basic products which are needed not only t o meet 

military needs but civilian requirement s as well. People 

must have as many things available to buy wt th their money 

as it is possible to produce wi thout impeding our defense 

rrogram. 1 
Unfor tuna tely it may be necessuy to curtail the production 

or certain consumption goods for a whilt • ecause r.e do not 

have the plant capacity necessary to satisfy both defense 

and civilian needs . ~e need , fo r example, more iron and 

steel for defense , but we shoulc leave no stone unturnec to 

lncz•easo ouz• capacity for iron and steel pz·oduction so that 

later we shall be able to increase our output of electric 

refrigerators as vtell as guns . In the meantime, during thi s 

period of necessarily curtailed consumption , every encourage-

• 
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~pnt shoul d be c iven to tpe production of those goods which 

dn not compete v.i th defense needs . 

I l>clieve we have failed to push our production of 

·ooo3 to the full capacity of our eno1•mous pr oduct i ve 

resources. A considerable volume of unemployment still 

e~isls , and there are also millions who, thouch not classified 

os 1meo?loyed , coul d be acded to the r.orkinc force i f the 

jots ~.ere easily availatle . In many plants , there is unused 

e1•qihH~ c~:-acit:· , am' the sow•ces of necessary raVI :ll!lterials 

have not t-een fully utilized . ':reatftr utilizat i on of these 

ic'le resources woulcl go a lon:; way lov.AI'd p•·otecting us aeainst 

in<"lali on . 

"h•rever t here are any artificial restraint s , •hatever 

Sci 

thei r charac ter, v.hich are ope ra ting to prevent fu ll utilization 

of 

- 5 -

cececity, steps should ~e taken to have t hem reooved . There 

is less excuse for restrict ions on supplies of co~odities 

no1'. than ever l:efOI'e . ·:;e should llll\ke every at tempt to bring 

in !'lore s pplies f rom other coun ti·i ~ s , parti cul e rly t hose 

supplies i n which s hortas es are already llppeerin.· · Every 

ef~nr·t should be made to supplement impor t s of corunodi ties which 
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are scarce with i~entical or substitute products in this 

country . 

Above all, we must make full use of those supplies that 

are available . We ought not to tolerate the wi thholding of 

surpluses from the market when prices of such commodities 

al'e rising unduly. In this connection we are fortunate in 

hav in~ large supplies of vari ous agricultural commodities 

which might be made available to the market. The supply of 

~heat Is the largest on record and supplies of some other 

farm products are the largest in many years . For many 

comr.odities tle price situation which now exists provides 

the opportunity that we have long a~oited for selling 

87 

• 

'lovernmen t-held stocks . These stocks of commodities should • 

be released fo1• consumption as rapidly ns is necessary to 

prevent unreasonable price rises. By doing so we will not 

only contribute to the stabiliz11tion of com:nodi ty prices 'in 

zeneral but also clear the warehouses for future agricultural 

e::ergenc i e s . 

~he ~overnment now holds 7 million bales of cotton . 

r,otton prices have r isen f rom 9-1/2 cents per pound on 

Au3ust 1, 1939, to over 16 cents per pound at the present 

time . Yet the Senate has passed a bill prohibitinG all sales 

of O.overnment-held stocks of cotton, the prohibition to continue 
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unt il Congress shall otherwi se provide, 

If legislat ion is enacted freezing the Government • s 

supplies of cotton we will have laid the basis for a 

speculative price 

- 6 -

toom. The unfavorable crop situation and the restriction 

on silk imports favor such a room in prices. In vier. of 

the can~;er of inflation and in view of the importance of 

cotton in the price structure , it would seem that the time 

is mos t inopportune to enact le~islation of that character. 

We should give careful thou;;ht to ste.bilizing the prices 

of those farm products that enter directly into the cost of 

livin:;, since an upward trend in livin:; costs is a powerful 

influence t oward increasing wage rates, and hence tonard 

reneral price inflation. The price of food , which makes 

ur one- third of the consumer budget, has already risen 

laster than during the first b ;o years of •.orld l'tar r. 
There are too many people who are lookin: at farm 

prices f r om a purely short- run viewpoint, v.i th no apparent 

regaril for the calami t ous after-effe r. ts of inflation. Have 

they fo1•gotten the experience of 1920, when farm pr ices 

droppec more than fifty percent in a single year? I went 

to see a healthy development of agricultural prosperity, and 

88 
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wi th th~t o~jective I helped to initiate , and have 

continuec t o support , our a~riculturRl progracr. Fut no 

one v:ith the interest of' agricultur·e · sincerely at hee.r•t can 

i· nore the danger signals ahead . 

Tt woul(l , ri course, be ideal if we could a<l,i ust the 

ine~uality between the amount of r oods available to be 

:m·cnaJed and the 8.!11ount of purchas l n;; pov.er available t o 

l:uy thto enti rely in the :rumner which I htiVe hen ciscussine 

that is , ry increasinG the supply of ~oocs . 

l'nfortunately, this is imposJible of illl1lei!iate accomplish­

ll•n t 1-rcause of the lal'ge proportion of the total output trhich 

nuJt •o into the defense effort and thus is not avai l able 

t o sati sfy civilian 

- 7 -

de:and. Therefore , if the balance bet~een supply and de~d 

for c iv i lian consumption is to be· redressec, it must be done 

In ra rt t y cuttinG down demand . 

In stekinz a reduction in total expenditur•e for• civilian 

rurroses , we mi ~ht \~ell he~in v.ith thr f ederal ~ui:get . Every 
J Q 

effo~t should be made for economy in ~tate nnd local covern­

mrnt cx ~endi tures and for a curtai lment o l r orrowing by State 

anc local governments for non-emergency rurposes . 

/ 
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Any curt ailment in government exp~ncitures possible is , 

however , s:nall in comparison to the contrac t ion of total expendi ­

tures whicll is desi rable . 

The great bulk of the reduction must come from pr i vate, 

rather than from public, spendine . After all, total non­

drfense expenditures of the Federal Government in this year 

~ill anount to less than one-tenth of the amount of total 

s~enrin: by pr ivate persons who had not received their 

incon;es f rom t he ~overnment . V:e obviously must seek J:!Ost 

of the necessary reduction i n expenditure in the larger group. 

The most po\·.erful instrument Ylhich the Federal t;overn-

mRnt hns for thP. reduct ior. or private expenditures is taxation ./ 

'!'his instrument may also be used sehctively to r•educe the 

armand for scarce comrr~cit ies ano particularly for those for 

r.hich ther·e is a special need for the defense effort . The 

tax ~ill which has just passed the House of !.epr~sentatives 

~efresents a step forward . ~erious consideration ought to 

le ·iven, hov;ever, to the more vigorous impostion of selective 

excises at the present time. And as t indicated to the Finance 

Com.'ltittee of the ;)pnate last t"riday, it will be necessuy in 

any event that yet heavier general taxation be i mposec next 

year if 1•:e are to maintain successfully the l:-alance betv.een 

supply and demand . 

• 
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r.overnment harrowing from current consumer incomes 

serves the same purpose in controlling inflation as does 

t~ration -- that is , it t r ansfers purchas ine pOl'leJ' f rom 

pr i1•a t c citizens to the Government v.ithout increasing its 

t otAl amount . This purpose is accomplished to a considerable 

e~t ent r~ t he sale of orcinary r.overn~en t obligations pro­

v'ced that t hese are purchased by others than commercial 

l:anks . ~ l or•ge pr•opol't i on of s uch oHigat i ons sold to non­

hnki n: i nvestors is paid for , hov.ever , froM i nle balances 

v:hich in any event woul c not have been spent dur•in;; the 

em· rent period . When the proceee~ of such borrowing are 

spent h~ the r.overnment they, therefore, incr·ease the total 

3rendin~ stream and so fail to contribute to the e~~ilibrium 

v.hich T have beer. discussin:;. 

The Tr•easury DeFartment is parti cula:-ly anxious to 

ror<'Olr as large a propo:- ti on of its total r cqui remen ts as 

poJs ible from current cons~~er incomes. In order to do this , 

we arc l ookinc particularly to the sale of defense savings 

bonds and stamps . The sale of t hese securt ties has reen 

prat ledin6 quite satisfactorily and durinu the three months 

of 1lay , June, and July amounted to sll~;htly over a billion 

~ollars . Of cour·se , by no means all of this came f roo consumer 

9!. 

• 
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Incomes . We are gratified, however, thnt in each month an 

increasin~ proportion of total sales w~s made to smal l 

subscribers . ·:;e are directing our major e ffot·t more to 

placing these securities where they do the most good from 

an ftntl - inflationary point of view -- that is , i n the hands 

of purchasers from current income -- than to increasinG their 

total salos . '.'le are also, th,,ough the issuance of tax 

•ntici?ation notes, usi~z th~ ~orrowinJ power as a means of 

r•duc ing the effective lag retween the accrual and paj'l:lent 

of the income tax - - thus increasinc the efftctiveaess of that 

tax aJ an instrument to comhat in~lation . 

- 9 -

In addition to these strictly fiscal measures , other 

::1•asures for reduc inc the amount o!" ci vl.lian purchasing 

por.er may have to be used .) Anonc these are control over 

consuoer credit, over ner. capital issues by corpora'ions, 

anr. selec tive controls over the extension of rank credit for 

3recified purposes. 

Each of these types of control would stl'ike directly at 

a source of non-defense spending, and so would relieve the 

~pward pressure on prices 1oth gene rally and at points where 

It is part icularly acute. I should consid er them greatly 

sucerior, therefore , to the more r;eneral type of credi t control , 

92 
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the imnediate effect of which is nerely to raise money rates . 

Under more normal conditions the effect of the imposition 

of such general controls is to reduce horrowin and hence total 

spendinc · I cannot emphasize too strongly, however, that the 

total amount of borrowing which will have to be done by the 

Federal ~overnment under present conditions is affected only 

by the needs of the defense effort and not by money market 

conditions . Under such circumstAnces, it seems eminently more 

sensirle for th~ r.overnment to shut off competin& demands than 

to endeavor to bid against them on a price basis for restricted 

a.'loun t o f funds • 

The expansion in the supply of consump tion goods and the 

restriction in the expenditure on such goods both serve to 

prevent inf'lation in an over-all manner . That is to say, 

they exert pressure t o keep doYm the ;;eneral level of prices . 

Put the problem of inflation cannot be solved by these broad 

~ethods of control alone. Even wi th expanded output of 

consumption goods and restricted expend i ture on such 6oods 

there 11ill still 

- 10 -

remain areas in v.hich the puhlic will want to spend more 

mooPy than the supply o!' ;;oocs available in these areas 

-
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can absorb without an inflationary rise in prices. This bill 

is suited particularly to control the areas of partial inflat ion 

• .. hich cannot be reached by the over-all action of the other 

~ethods of control . 

These three methods of preventing inflation -- expanded 

rrori•;ction, re3tricted expePditure, and price control -­

suprlr~ent each other, each increasinz the effectiveness of 

the others, and all toGether providin:; an effective program 

for dealinr ~ith the problem. The three methods are equally 

necrssary. 

T 3houlo like to point out that the effectiveness of such 

a proe1·am ts e~hanced when the three methods of' preventing in­

flation are not used at cross purposes. P1•'ce control must not 

llmi l the flo~ of materials avoilal le for expended procuction . 

furthermo re , by its very nature, price control must be flexib~ 

to !-e succeasful. For these reasons I believe it would be pre­

ferable to ocit from the bill the minimum cei linc for alricultural 

co~ooities and the provisions limiting rent control in defense 

areas to lo·h-COst housine . The r igidity in prices imposed by 

a prescribed ceiling may make it difficult to prevent inflation 

and l:nposalble to prevent post-war maladjustment oi' prices and 

rost-war derression . 

?:ith these modifications , I a:n r.hol e-heartedly in favor 

of the Emereency Price Control Pill . 

• 
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TREASURY DEPARTMENT 

I NTER O mCE CO MMU NICATION 

DAU August S, 1941 

TO Secretary Mor gentba.u 

••oM Mi se !Uohener~ 
SubJect : Changes in parit y price baa1e 

This 1a 1n reeponee to your request tor informat i on on 
the changes that have been made during the paet 5 years i n 
t he bae1a tor calculati ng parity pr1cee ot farm product s. 

raw changes have been made 
l>l\rity prices in recent years. 
a~Ade are Hated below. 

1n t he baeie tor calculating 
Those changes that have been 

(1) I n the Agricultural AdJustment Act, approved 
l·l&y 12, 1933, the base period tor all agricultural commodities 
exceot tobaoco was decl ar ed to be the period Au~st 1909 t o 
July 1914. The baee peri od t or tobaoco wae decl ared to be 
the period August 1919 t o July 1929. 

(2) I n an Act ap~roved Augus t 1935, tnxes on term r eal 
estat e and inter est on farm indebtedness were added i n cal­
cul~ting the index ot pr1cee ot goode bought by farmers, 
vhloh ie used as a !ector in determining parity prices. The 
effect ot thie ch~ge was to raise parity prices tor all 
?~oductc using the pre-war (1909-14) base. 

( }) In an Act approved Augus t 1935, pot atoes were changed 
to a poet-war base. 

(4) In an Act approved February 1931!1 , frei ght rates 
wer e added in the cal culation of parity prices tor all prod­
ucts ua1ng a p r e-war base . 

v 
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(5) In an Act aooroved November 1940, the base period 
for certain types ot" t obacoo (burley and flue- cur ed) was 
ohnnged from AU((UBt 1919 - Jul y 1929 to August 1934 - July 1939. 
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TREASURY DEPARTMENT 

INTI!R OFFICE COMMUNICA'T10N 

Ferdinand Kuhn, Jr. 

Herbert Verill&t 

S6 

DATI ,l\lgu&t 8, 1941 

PRESS OPINION ON TAXES: 
FIGHTING INFL1TION 

Bouse action on the tax bill and the consideration ot 

priee•control leghlation han tocueaed attention on the econollic 

aspects ot the defense program. In all sections ot the press 

there has been a growing awareness of the danger of inflation, 

with increased attention to means ot checking the inflationar1 

spiral. 

Price Control 

Moat of the press baa come reluctantlT to the conclusion 

that a price-control law with teeth in it is necessarf. The 

President ' s message describing the prospect ot inflation was 

regarded as clear and convincing. Ko one, however, is satisfied 

with the control a7atea provided b7 the bill introduced in Con· 

greaa. The criticiaa moat often made la that the failure to 

proTide tor control of wages and the allowance ot large increases 

in farm prices makes ef fect ive price control under the proposed 

act iapoulble. 

• 
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Paper s in farming regiona tend to elide over the treatment 

o! tood prices and emphasize the danger of failing to control 

r 

wages. The metropolitan press, however, excoriates the •tara bloo" 

tor attempting not only to ensure farm prices amounting to 110% 

o! parity but for scheming to fix minimum prices for farm products. 

The financial journals see in the measure a plan to control 

industrial profits , not to control effectively prices i n general. 

Tbe7 assert that increasing labor coste and other costs of produc­

tion, together with maximum prices for finished products, will 

result in diminished profits but will do nothing to cheek infla­

tion. 

Taxes and Inflation 

It is generally recognized that price cont rol in i tself 

is not an adequate safeguard against inflation. Taxes which would 

reduce mass purchasing power are regarded as an important and more 

basic safeguard. 

With the increased attention given to inflation bee cowe a 

shi!t in the argument for a broader income tax base. Previously 

reduced exemptions have been urged mainly on the grounds that the 

mass o! the electorate should be made tax-conscious and have a 

senae of sharing directly in the defense program. Now the emphasi s 

ie on the usefulness of the income tax in eiphoning into the 

\ Treasury dollars which otherwise would compete f or eonaumer goods . 
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The Preeident•a rec~ndation of lower pereonal exeaptione 

~ Chai~n Doughten• a etatellllnt that a broader base or general 

eon~umption tax ia likelT in a future tax bill haTe reTiTed edi­

torial hopea that the Senate will reduce exemptions in the current 

bill· The prophets think the Senate will likelT take this action 

to till the $300 million gap left b;r the remonl of compuleo17 
joint returns from the House bill. The Doughten forecast of lower 

exemptions in the near future has giTen rise to the question, WhT 
not broaden the tax base now, rather than after the inflationarr 

apiral hu woUild higher? 

The Bouse Tax Bill 

( Editorial appraiaals of the tax bill as it passed the 

Houae are in general agree1111nt on aenral pointe: 

1. Personal income tax. The failure to broaden the base ie 
criticised, as alread;r noted. 

98 

2. Corporation taxes. There ie little criticism of the 
corporate ta~ The House is praieed for !!Jecting the 
excess profita il&n urged b;r the Preeident the freaaur;r. 
The llllager llllnt on of corporation tax•• in the press indi­
cates aatiefaction with that part of the bill and a wleh 
to let sleeping doge lie. 

3. llandatop: joint returns. The rreas outorr agalnet this 
proposa W.a maintained at a h gh pitoh until the House 
Toted on the bill. Rejection of the proposal was greeted 
with satisfaction. 

4. Excise taxea. This part of the bill ia regarded as a 
hodge-podge reeultlng from political trading. HeaT;r 
exclaes on articles ca.petlng for aaterials with defense 

( induetrlea are urged. 

• 
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~x ptl.cip&tion Rotea 

The tax &nticlp&tlon notes receiTed little edi torial notioe 

as they went on a&le. Such comment &a appeared, howeTer, continued 

to be fnor&ble. The chief cri tiohm of the note a -- th&t tu 

rnenuee will be spent before collected -- h&a been dhcounted b;r 

such leading conaerT&tiTe p&pere &a the New York Tiaee and the 

fall Street Journal. While granting th&t the crltici .. would be 

nlid in no~l times, these papers hold th&t in the present 

e~rgenc;r the eale of the notee conetltutea a deaireble and necea­

uey fol'lll of borrowing. 
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!OIJr: 

I : 

( l!MJr: 

' 

Auguat a, 1941 
2:08 p ••• 

We ba•e tbe plan nov euba1tted by these o1l 
oompan1ea to bu1ld the p1pe l1ne, and one ot 
the 1aportant clause• - there's one on aaor­
t1zat1on. 

Yes. 

Jeeae Jones 1a ooalng 1n w1tb ble laW1er to 
d1aouae the plan generally at three o'clock, 
and I waa wondering whether you could aend 
ao~aeone o• er troa the Treaelll'J'. 

Burt. Three o'clock at your ott1oe? 

I ... 

I ' ll na•• someone there. 

All r1gbt. 

Tbanlt you. 

100 
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8/11/41 1.01 
ecre t ary J,[orgenthau will attend this confer­
·)Fe himself and will take Harry White with 

....Jiu . White so informed. Wallace's office 
also informed . 
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OF'~ICE OF' THE VIC E PRES IDENT 

WASH I NGTON 

Aug\lst 8, 1941 

/ 
Tho Honoroble 

Tho Secretary of t he Treasury 

Dear llr. Secretary: 

Tho Vice President hoe asked me to 
iofono you thot he hos called the first 
Metin' of tho Econollic Defense Board for 
r.ednoada)', August 13 at 9:30 • ·•· at tbis 
o!tico , which is :rooa 261 SeDa)" Office • 
Building. "/ r .. , ............. . , (""" • , , ' , 

Sincerely yours, 

Harold Young 
Assistant to 

The Vice President 

-- -------- -

• 
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near ll tlla 

Tbt l'• York T~. 111 Ua Sept.- 11, 1940, laaue, 
pr tota tbt f ollw1ac in ooDJieot1oa wl th a atattMilt a4• br 
you 111 Bvftdoa 

"!!• ~ott4 that &lrplt.M pro4uot1oo, 1n­
c1Q4llli allltaP: u4 lal'&t o-1•1 plao11 in 
the Unltt4 s tat .. , woul4 be a,ooo a 110oth bi 
JulJ, 1961." 

I baYt J~~tt l' ... ln4 a l'tpori fl'oa OPM OD Juq a ir­
pllllt produot1011. '!'heat ff.t\INI ahow that tbt followlnc 
pllll11 •••• pro4uoe4 4ur1zl& Juqt 

Flchtlae plane•················· · 526 
Tra1DlQi plaDII•••••••••••••••••• OIQ 
Lar&• oaa.eroltl pl&Dia.......... 18 

Total ••••••••••••••••••• 1;1'1 
Theil flcur" fall 10 tar ebort of the .. u.-te mloh 

)'OU _., la1t Sept.U.r that 1 u reall1 worr1t4. NIID are 
" r•lll eo~ to ~111 to produee pl&Dt1 10 that w wlll 
han a 1urplu to 41d4e wltb £Dclan4, Cb1Da &D4 Ruult ratbar 
thu a J.atlolt\' 

~ r. »l111u S. ~Du4atD 0 
llll'eotor General of OPV, 
Social s .. urltJ BullllJii, 
~ .. blqton, D.C. 

Copltl toa SetretaP: of State 
SeoretaP: of IV 
S..rttarJ of l'la'7 
Sl&M7 Hlllaa 

Tolll'l 11Mtre1¥, 

• 
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TREASURY DEPARTMENT 

WASH INGTON 

~II!!SSIO"(JI Ql llllflllfiiM. fii(VOI\J( 
Ausuat 8, 1941. 

( 

_.., .. ...,"" ... 
""'"''~':.;".'!~ •IVLOOUC 

TO: 

FROI>!: 

Secretary lt.!orsenthau 

Wr. Helverins 

I 

There is submitted to you herewith a 
memorandum wbiob baa been handed to 1118 by 
Wr. Irey, sivins a final report or the ac­
complishments in the inveatisation or t he 
so- called Loui.tana series or oases. 

I t is intereetins to note tha t in these 
oases there have been one hundred and forty­
nine persons convicted; in addition, recom­
mendations ror additional taxes have been made , 
or will be made in the near ruture, aggregatins 
more than $6,000 , 000. 

Eno. 

;/, (, 
I 

( 

• 
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TREA SURY DE PARTMENT 

WASHINGTON 
M"Cl Of' 

"""· INtW.IG[NCC UNIT A\18U8t 71 1941, 
J;littAU Of I.Nf( RNA.L ltEVlNUI 

TO: lolr . Hel vering 

•'ROLl : Elmer Irey 

I am in receipt or a rinal general report tram 
Acting Special Agent ill Charge Lohn, conring the 
investigation or the last series or eo-called Louisiana 
cases, and I am sure that the illronnation below, wbich 
la shown in the repor t or Mr. Lohn, will be or interest 
t o you and the Secretary. 

These oases grew out or the investigation or the 
income tax liability or Dr. James Monroe Smith, who at 
the time the investigation was commenced was president 
or the Louisiana State University and Agricultural and 
llechanical College, Berore the agents had gone vary 
far into the case , it was disclosed that Dr. Smith was 
using tunds and securities or the university tor his own 
use or as collateral in the purchase ot grain tutures 
to the extent or more than a halt million dollars. When 
it became apparent to Dr. Smith that his breach or trust 
would come to light because or the investigation, he 
attempted to s ecure the endorsement or hie grain specu­
lations by the university's board ot supervisors. He 
approached t .he than Governor Richard W. Leche with the 
proposal that the board ratity his grain speculations 
as having been carried on by hilll on behalf or the uni­
nreity, Accordingl.y, a meeting was held in the 
Governor's ~ansion on Sunday, June 25, 1939 , attended 
bJ Governor Leche, Lieutenant-Governor Earl X. Long, 
Dr, Smith, and David Ellison, Attorney General or the 
State, Dr. Smith l ater claimed that at that meeting 
he was advised by the other s present to leave the 
state until the matter or his embezzlement blew over. 
Accordingly , he rled to Canada the same night and 
Governor Leche resigned the following day, in the 
obvious hope ot stopping any general investigation. 
Meanwhile, the investigation by the special agents 
brought to light certain situations which caused the 
press to launch a political rstorm campaign, and public 

10~ 
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opinion was so aroused in the state that all hopes 
that former Governor Lache and hia followers had or 
avoiding an investigation faded, During the ensuing 
weeks, the federal grand Jury in New Orleans the 
Intelligence Unit, and Post Offioe inspector~ , as 
well as other government agencies, inquired into the 
activities of the state's most prominent personages, 
These investigations resulted in a total or titty-two 
indictments, involving one hundred forty-nine in­
di viduale and forty- two organizations, All of these 
indi ct ments except thirteen related either to income 
tax evasions or use of the mails to defraud. In 
tbeae latter oases, the Intelligence Unit obtained a 
great part of the evidence upon wnioh the mail fraud 
indictments were based. Some of the evidence used in 
the other thirteen indictments (Connally Act and 
Sherman Anti-Trust oasea) was also obtained by the 
Intelligence llllit in the course or their investiga­
tions or alleged income tax evaaiona . 

To this date, thirty of the indictments have been 
closed, resulting in a total ot titty-threa years 
imprisonment being imposed and t i nea totaling more 
than $60,000 being assessed. Nine of the oases, in­
volving some ot the most prominent political figures 1n 
Louisiana, were tried before juries and convictions 
obtained, Fifteen or the indictments were terminated 
by pleas or guilty, wbile pleas or nolo contendere were 
entered in five cases, In one single case, the defend­
ante were acquitted by a directed verdict, Some or the 
defendants were named in more than one indictment, and 
t he total. of one hundred tortT-nine persons convicted 
r etera to individuals regardl ess or the number or ttmea 
t hey were indicted, 

In these investigations, a total of $5 ,888,393.79 
in taxes and penalties has been recommended tor assess­
ment, as indicated in the attached Schedule 1. 

108 

A great part or the investigation in the remaining 
nineteen tax cases has been completed, and it is estimated 
that these caaes will involve approximately $353 ,000 in 
taxes and penalties, The details or theae oases are con­
t a ined in the attached Schedule 2. 
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These investigations were conducted under the 
immediate direct ion or Acting Special Agent in Charge 
!'rank w. Lolln , who had assigned to 111m four e:z:perienced 
special agents assisted by three younger special agents 
ot Ilia division, who worked in cooperation with t wo 
revenue agents from the New Orleans Division and six 
revenue agents assigned from other revenue agent s• 
divisions . This was a picked group or agents and all 
or them performed outstanding servicee, They are en­
titled to a large share of the credit tor the accomplish­
mente achieved, Each ot them aeeumed hie tull share or 
tbe reeponsibilities connected with the task and each 
taitlltully carried out hie assignment and coneequently 
merits special commendation tor the work co~pleted by 
the group, , 

l~ile these investigations may properly be con-
~idereu as having been completed, there remain to be 
investigated the returns ot a considerable number or 
related taxPayers against whom some information has 
been assembled, Schedule 4, attached, shows the names 
ot these taxpayers , whose returns will either be fully 
examined or concerning wnom some inquiry will be made 
as a result or information pending in our tiles. 

I teel that the accompliehments in these cases 
reflect very considerable credit on the Bureau ot 
Internal Revenue and its field officers, both among 
the i.nternal revenue agents and the special agents 
ot the Intelligence Unit, Undoubtedly, these inves­
•igationa, most particularly in the State or Louisiana, 
have had a very wholesome effect and have increased 
~eaeurably the respect for our investigating o cars. 

Enos. 
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"9'J!!'LLl 1 I'IIVESTIGATIOIIS CO!iPLEI'EI) AS or J1lll :lO. 1941 

SI..J.4l3.5-F 

Total Tuaa 
aDd I'!D&l ti.ee 

1!em7 l, IIUler (lm'ou.d Agent), 
Jew Orl.Mne. Lou1e1Ane 

Win or Lose Corporation 

SI-.15479-F Bart !lltarpriae !:Lee- $ 6 ,099 • .38 
trical Compo.D;r, Inc. 
(Old case) 

SI-15615-F J. H. Banilley 
kra. J . H. Handl._,. 

S'I-l.60?~J" Joaea :.:On:roe s.i.t.h 

-

Col>rlcted witb ........ 
Harris, aDd Sbwlban !or 
using ma1la to do!raull 

s.,.our ~·eua, l...,., J.. 
Noe, aDd llin or Loae 
Corporntion indicted 
1Cl-)-40 !or <mlaiOD o! 
1ncoll8 and exceee-protita 
taus of Win or Loao 
CorporetioDJ &141nl, 
aasiatin&, coUNoHnc, 
aDd echillin& in prepara­
tion or !alee 1ncoM 
tax returne j aDd OOJ>­

o¢.l'ac:7 

llot~Dded 

!lot reoommendod 
Not rGCOII:IIIIODded 

!!toul.ta 

F1nal roport r-
88Dded tbet cer4 
to practico aa 
-ccult betoro 
'l'rea8ury Depert.ut 
be revoked. 
~ Weille pleecMd 

gull ty 11-.19-J.O at 
,,_ till8 be enterod 
plea in cue SI-
16/,25-r. apoeitS. 
of sentence ~I 
detend.oDt plececl. UDISc' 
probation tiw ,....... 

bec1nn1ng attar -tance ot tour ,...... 
....-...! in SI-16/,25-l. l-• A. Joe arrested 
1.0-4-40; trial to 
begin .tueuat u, 1941, 
~report 

....,_Deled Det 11>­
CO>Ie be increaaed 
$44,431.8.5 reproaent­
in& um-eported inter­
est trom L.s.o. & 
J..&M. College, fiscal 
year 6-JCJ-J6, 

Indicted 8-2l.-J9, yr. 1936 Pleodod gullty ll- 1Cl-J9; 
nent.e·ncect to 30 aont.ba'~ 
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SI...J.6366-J 

SI-16367-F 

Total T"""s 
and Penolt.ln 

Felix llagg1ore 

Thomas J . Campbell 
!Irs. Thomas J . Campbell 
Robert. Dalovialo 

3,885.38 
2,433.42 

151.54 

Jeal Ftssl.o 80.26 
FraDk litulo 142.80 
Port. c.-dsslon Club (Psrt.nerohip) 
Fr&Dir: & Bob Bar & We (Partnership) 
George 11. 1loodArd 

11. !. Burton 
llrs. w. T. Burton 
Sutton Joint AecoiiDt 
'II. T. Burton Co., Inc. 

978,1)1. 63 
719,739.43 

(Psrt.De:rehip) 
387,862. 24 

Cr1 e4 n•J Proceeclinse 

Not reco11111111nded 
Not ree-nded 
Not reco-nded tor eva-­

sion; 1Ddieted for 
eonspir&C)' 

Hot. recomlll8nded 
Not. recoaoended 

Indicted 9-18-39, for 
conspiracy to de!'rslld 

Ree01111e1lded 
Not recommended 

Reco,.,.nded against W. T. 
Burton, L. Brown, Bruno 

J!,ej!Ulte 

S.nteDeed ll-12-.40 to l8 
_,Dtba and fiJ>ed 
u .ooo and to pq all 
coste of oroseeution co 
cOIIDt l; iaposltlon of 
sentence on count 2 
suapended for 5 years . 

Related to SI-1.6356-F 

Acquitted ll-15-.40; re-
lated to SI-16356-F 

Related to SI-16356-F 
l!.eated to SI-16356-F 
Related to SI-16356-F 
Related to SI-16356-F 
Related to SI- 16356-F 

and SI- 16515-J; ae­
quitt.d 11-15-40 lD 
botb eases. 

R. Schulz, lire. A. Burton, 
tUXi fterman Mazur tor con­
spiracy to dotoat and evade 
1Dco1110 to.xoB ot lt. T. B·w-ton 
Co.a:zpo!J;Y. Inc . , tineal. yeAr& 
ended JulJ.o ) l., 1936, 1937, 
and 19)8, a.lao Aga.inDt .-. T. 
Duri.on ror n. l41.nf': lltld aaa 1.at.-
1nc ~ ~bo r~•~ or u r~ • • - -- - . - - - . - - ---- -- . 
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SC!IE!!OL! 1 (Contl.Du.d) 

CUe 
N1.11ber 

SI-16368-F 

SI-16378-F 

SI..J.63?9-F 
SI-16425-P 

SI-16444-F 

SI-164T7-F 

SI-16512-F 

....... 

Total Taxee 
Taxpe,yer and fenaltie! 

Burton.-Sut.ton OU Co., 
Illc. 

None 

If, B. Bart 62,019.72 
lira. If. B. Bart 44,1.26.17 

Rational !quir-ent Co. 39,658.07 
S.,.Our 11e1ee 190,487.45 

Richard 11. Lecbe . 63,~0.47 

llrlo. !lton R. Lecbe 48,980.56 
Dr • .r ... s A. Shaw (Dec•d)47 ,01.3.41 
lire. .r....,e J.. Shaw 226. 9S 
George B. Conover 217.57 
lira. George B. Conover 173.89 

Leon C. l!eiee lJ7 ,316 .79 

.• 

Cr1ldnal ~oeedl,!J&R 

Not recoaended 

Rec:a=.Dded tor 19.36 
Not r-nded 

Not r-Dded 
Indicted 8-7-39 tor •~ 

aion and CO.DIIpiraq, 
19)6 

Ree01111ended 

Not rec-llded 
Not rec.-.llded 
Not reoo-llded 
Not re..-llded 
Not reooaoended 

llecoa:lended; 1Ddicted 
5-~ tor e~ioa 
1936, 1937. one! 1938, 
and ror ru.~.ne re1ee 
c~ia ror rerund £or 
19.36 

Not. re~nded 
recoaoe:nded 
r•oo-nttotl 

Reaulta 

(.Teo~ aeees8118Dt1 
(If. E. !!art co..Utted 
(suic1de ~. 

Sentenced 11-19-.40 to 
tour ,_...., sentence 
tonm~ 
with a eeatence ot ~ 
,-ears iapoeed 9-J.s-39 
OD a&il f'raud cberp; 
sentence euepended ti,. 
,-ears 011 coDSpirac,­
cbarge. 

.Teo~ aeeea8118nt 
ll•S-.401 caee beiDC 
CODSidared h,- IJ • S • 
J.ttorne,.. 

Su1c1de 8-20-39. 

Related to SI-164T7-P; 
closed on basil ot IW!; 
taxpqer agreed to 
tindi.bga 

Dete ror triAl not set. 
SenteiiCed 10-31-40 to 
aerYe Ci ve yeere oo 

a&il fraud ··­appeal.od. 

Re-h t..d t.o sr-16s~2-r 
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SCII!IlULX 1 (Cont.l.uu.od) 

C&ae Total Taxes 

!!!!!!£ Taxpar!r o.!!!l. Pel>&l. tlee Cri.ainal. Proceodil!Be Results 

SI-16515--F B. A. IU.tc- $ 3,723.19 Indicted 9-l.S-39 Senteoced ll-lB-40 to 
lB 110ntba alld fimd 
$1., 000 alld to !"'T 
coats of prosecution 
on count 1; t.poaltiao 
ot aent.Dce on COUDte 
2 . 3. alld 4 swrpelld«l; 
probatio.n the ,. • ..,. • 

!Irs. B. A. Ill.~ 2,297.51 Not rec-lldod 
SI-1651~7 c ••• lAwia 1,611.89 Indicted 9-l.S-39 ReceiTed - eentet>ee 

aa B. A. !lite- (a .. 
j aclcet tlllllber). 

Ull,jaclceted Freddie Ro.ero 654. 40 Not reco-Dded 
llrs • Freddie Rolllero 654.40 Not recoi!EII8Dded 

Unj acketed Sam w. &aith aDd 111te 912. 02 !lot reconnen<led 
SI-1652~F George A. Caldwell 21,770.59 IDdicted 1-12-40, J'e&re Pleaded guilty 2-14-401 

1935 to 1938 sentenced to 24 110ntbl 
lira. George A. Caldwell l4,5l3.71 !lot reco-nded 

SI-16584-J' Lee Circle Hotel CGipenf 79,331.32 Not reco...,.nded Transferee aesee-nt 
agaiDst Rooae.,.l t 
Hotel Corporation. 

SI-l.66o5--F Allen Cbr1etaan 1,018.97 Not rec-lldod 
Sl-l~F Frank Costello 350,053.64 Indicted 10-9-39 Not guilty ~15--40 

Sl-16687-F Pbillp Jtastel 444,130.78 IDdicted 10-9-39 Not guilty ~1~0 
SI-1668S-F lludleT Get..,..._, !lone IDdicted 10-9-39 !lot guilty ~1~0 
SI-16690--F J888s Brocato None IDdicted l0-9-39 llot guilt7 ~1HO 
SI-16689-F ll&rold Gel.j;u.an !loDe Indicted l0-9-39 !lot gull ty ~15--40 
SI-1.6702-F Gr~ 1l. llorrieoll 4,425.6o Indieted 6-ll~O, 7eor Pleaded guilt)' ll-27~0; 

1938 sentence euspo.nd.ed 
C~ve yeara; ~8 and 
penoUue paJ.d. 

:::n-1.6703-F Tbe Prour•a• Pv.bl.J...b- 2 , 4l.S .62 Not. recCM~~~mGnde4 
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' SC/IEDULE l (Cont 1nued) 

Caao 
~ Taxpa,yor 

SI-16721-F J\lllus Pace 

SI-1676o-F Youneer Motor Truck 

SI-16765-F 
Coopany, Inc. 

Pelican 011 & Gasoline 
Company, Inc. 

SI-16779-F L. Austin FontoDOt. 
SI-16780-F D. J. Doucet 
SI -16782-F Cecll T. Ph1111ps 

SI-16933-F 
!Jrs. Cccll T. Phlllips 
Meyers, llhi tty & Hoclee 

SI- 1693$-F J"""s n.oaa., 

ltr& . J'omeo Thomo.e 
UnJ l\cket.ed t.ou.lulrnn 11('1\.ul. 

Cul. vert. Coln.f"•~ 
\lulu4akat.od 'LI:Iu1tl 1 ''"' Ct\1'1"\0f,• \.u~tl 

r .. '\v.-..o-1 o,., . T,., , 

Total Taxes 
and Penalties 

~ 23,383.04 

9,379.56 

10,960. 46 

2, 245.22 
None 

5,322.54 
529.91 

(PartDership) 

7,653.11 

6,zu, .~ 

(l>r..,..t.not•oh.\p) 
Nou.o'--" 

.Ctl!!.i.!"'l Prg..ceod~ 

Indicted 2-13-40 

Not reco,.,endod 

Not reco-nded 

Not r eco-ndod 
Not rccOtllliCinded 
Not reCollllll8mod 
Not recOIIaMnded 
Not r oco-ndod 

!lot rec.,..,ndod for 
evuolon; rac«CJJ~od 
for fo.lluro to rue 
lnfol'flt,Qtion ret.urno 

Not. reco~~~~~endod 
trot. reco~ntttd 

Not ••our.IO~oo••·•""•'"1 

Results 

Pleaded nolo contendere 
on 3 counts and gull V 
on 2 counts on 1-11~; 
sentence deferred to 
J-3-41, at 'llhich tillo 
iaposi tion or aentenoe 
was suspended lllltll 
f'urUler orders of t.bo 
court, to give dot em­
ant tat. to 118lce or­
fort to oetUe ci..U 
liab111t1ea; probnttao 
2 yeors . 

Invol vin8 Joseph C. 
lleyers , John 1!. 
llh1 tty. and J . Floyd 
Hodge; no edditior.a.l 
taxes f or pertnora . 

case cloced d t hout 
prosecut.1o.11. 

R81nt.....O t.o DI-lC-93~-F 

T'ou~n t..x1 Lo ,"':T -J 1'.,1)"' '" ........ Regraded Unclassified
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SC!!!D!JLE 1 (Cout~ 

Case Tota1 Taxes 
~ Te.xpa,yer am Penal.ties CriJd.nal froceodl.gu Result s 

SI-16936-F Louisiana Tractor IUid Related to SI-16935-F; 
llacbinor)' Coclpo.ey (Partnership) !lot roco..,.ndod ffl,747.71 reco-Jlded 

~~Gaillst psrtDere. 
George !. llcltutt $ 2,501.15 Not reco-ndod Partner - SI-16936-l' 
lire. George 1!. llellutt 2,501.15 Hot r..,_ndod 
II. J. C&rbo» 3,092.19 llot re.,.,_.ndod Partner - SI-16936-F 
lire. •. J . (1iWArd) 

C&rbona 1,44().()5 !lot rec-nded 
11re. •· J. cw .... > 

carbone 213.17 jlot rec...-led 
SI..J.~ Louis C. LeSe&• J69.6o !lot rec.,...nded ror Indicted with Se,_.r 

evu1on of b18 Weies (SI -16425-F) on 
incoClAI taxee ...U fraud charges; 

ale.o 1Dd1cted $-7-40 
for conspiracy in co,._ 
oect1on with 11e1ea' 1Jt.-
CODe texee; eentenced tc 
;rear am a dl;! on ...U 
fraud chArcee 9-15-391 
tlpos1t1on of sentence Ob 
inco..., tax conspiracy 
case suspended for tin 
:years 11-19-40. 

OaJaclceted llarYe:y Fe1tier 13,259.45 !lot recc-anded Asseeameut reco-nded b)' 
revem>e atent' a report 
am egraement aiglled, 
baaed entir-.1¥ on 1Jt.-
fonoation turniabed b)' 
InteJ.ll€ance Unit. 

ODJackct.ed Ol.a Sllcott. 108.00 tlot rec-ncled Based on 1ncoae froe II. T. 
Burton (SI-16366-P) 

SJ:-16990-F J"oeeph P1.p.1tone 1,1.49.16 Not recoeee.nded R.eJ..at.ed to SI-16721-F 
s~-17103-P Hart. 'Ent.erpr1..,• !tloc-

tr\ca1 eo., ~nc. 
164,133.:0 Roc::o~ndod e.coJ.ne t.. 

W. E. Har·t., Who 
l.At.er con~~l.t.t.ed Regraded Unclassified
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SC!IFDULE 1 (Continuod) 

Caaa 
~ 

SI-17147- F 

SI-17148-F 

SI-17209-F 

SI-17262-P 

SI-17263-F 

SI-17387-F 

&1-l. 7388-F 

TIIX!?8¥er 
Tot.al Toxea 

and Penalties 

'I!Ulialn 0. Ranlc1n $ 41,549.81. 

Pbillp A. Oeblbaob 

!Ira. Pbillp A. Oeblbach 
Estate of Charles S. 

Bentley 

s-- Caldwell 
Ure • s.-a Caldwell 
V. L. Caldwell 
!.Irs. V. L. Caldwell 
!Iampton Reynolds 

lira. El.a F. Re:ynolda 
J oseph A. Craven and wU'e 
Loui.s II. Llmc and " 1!e 
Joseph ~. 'l:olkor and wU'o 
111l.llam StonJ.O)' Oehn>tm 

.John 1':'. Fn.J"Der 

26,266.89 

815.09 
435,722.84 

8,169.98 
8, 169.98 

15,874. 57 
15, 874. 57 

965.25 

965.25 
9 ,153.46 
9,582. 78 

12,797. 65 
15,079.66 

6!,2.()5 

• 

Cr1aine.l J;>roceedioop 

Raco ...... nded 

Indicted ll-2?-40, 
years 19)7 and 1938 

Not rec_.,ecl 
!lot re.,_nded 

Not reco-ndecl 
Not reco..,.nded 
Not recommended 
Not re~ndecl 
Recomended ror con-

spiracy to deh-aud 
the United States; 
rec01:10ended to recover 
~124,247.22 h-audu­
lently obtoined h-oa 
the Oni ted States 

Not recOIOCIOllded 
(Reco=onded to recover 
($91, 770. 51 h-nudulo.ntly 
(obt.ainod h-oa the United 
(Stat.ea; and: for CODilpir­

( ncy to det'rG.ud tho U • S . 
Uot. rccommonded 

Results 

Related to SI-l~P I 
SI-17148-F, and SI-
17511-F; case aub-
mitted to 0. s. Attonwy, 
~ho does not balle-... 
prosecution sd..Uable. 

Pl&eded guilt)- and sen­
tenced to one 7ear and 
oDe da7 and pe,. coot.. 
or prosecutio.n, 12-14-40. 

Indirectly rel& tee! to La. 
• scandals• 1oveet1ga­
tiona 

( 
( Partners in Craveo­
(Lane eo-
< 
Pro:Iccu"ti.on not. recom­

~Darw;:ted 1.n t..ncomc t.ax 
CHU't0

0 
but ........ ~ ..... Regraded Unclassified
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SC!I!Il!l1ol! l (Continued) 

C!!8e 
~ 

SI...J.7401-F 

SI...J.7J,ZT- F 

SI-17511-l' 

SI-17575-F 
SI-176o5-F 

SI-17662-F 

SI-174'18-F 
SI-17718-F 

SI..Special 

Taxpe.ver 

llr. and llrs . J. B. 
ll1.ller 

Joseph E. Loper, Sr. 
lire. !!etta Loper 
Joseph H. Comoll;t 
11aJ7 H. Comoll.T 

J ohD 1(, IIUDIIB1 et \IX, 

II. C. llcCowen, et al.. 

Total Taxes 
and Pelllll tie!! 

$ 226.25 
12,26o.89 
13,404.86 
~.592.98 
23 , 592.98 

456.14 
397,212.06 

L. G. Boxwell 21,891.16 
llr!!. L. (), Boxwell (O.A.) (9,415.73) 
H~ W. Slaith, et ux. V4.24 
Arthur A. Steiner 4,2)0.35 

llr!!. Arthur A. Steiner 1 ,417.14 

Robert s. 11aoet.r1 , et ux. 171,246.59 
w111.1 ... R. Helie 309, 461.80 
C6nol Oil ~~ IDe. 5,76).22 
Li.ncoln Oil. C~ 1 1Do. None 

Cr1.ai.na:l Proeoedinge 

Not roc oaeoded 
Reco-nd..t 
Not re-nd..t 
Reco-nd..t 
Reco-nd..t 

Not recoa.Dded 
Not r..,.,._nded­

berred by the 
stat ute ot 
11aitat1ona 

Not reeo.eDded 
Not rec_..nd..t 
Bot re~ed 
IDdicted 4-3-.41 r or 

inc"""' tax ..... ion; 
indi.cted 1-1.2-1,0 
on IIA1l !rand cl'ulr£• 

llot~nded 

( 
(!lot hiC-nded 
( 
( 

Results 

( Both iDdicted 4-3-41; 
( Arra1gDecS 6-25--41 and 
( pleaded not gullt)'; re-

l qlloNted lS dqa' tiM 
within wlrl.ch to tile 
techDical pleadinge with 

( the court, which na 
( sranted. Bond aet at 
( $5,000 eacb. 

( 

~ 6-25-41 &Dd 
pleaded not gull t7 in 
income tax ease; re­
quested 15 da.ya ' tiM 
within which to tile 
techDical pleedinge, 
wlrl.ch was granted. 

(Case jacket requested 
( 5-28-1.1. 
( 

Regraded Unclassified
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~2 JACm'ED CASJ!!! !!ll!!IR I!!VESTIWIO!! 
M Ol" J Ulllt lQ I 12~ 

• 
!atiu.W 

cuo Taua to be 
N~ Taxpa.ytr Reco11Un.1.td RtPWt.rQ 

SI-15616-F HOD1'7 A. Raid 
SI-1~617-F Walter 1. Oooa 
SI-15618-F llaatoD F4ll8\17' 
SI-15619-F Qua Broueaard 
SI-16572-F R. Tboalaa llcDerllott Ral&W to llax1rell 

SI-1671)-P W. T. llol.iD 
SupplJ-~ 

SI-167~P John 11. l"ueb ForMr purebuing agent tor 
dock board and euetocl1&D 
ot •deducta• tuDd 

SI-16983-P Ol1c J. Burke Related to SI-16'721-F 
SI-17577-F Berl>&rd Titcbe, Jr. $ 1,000.00 
Sl-17734-P Earl x. Lollfl so,ooo.oo Iov.atigation suapended 

pending cOllpletion of 
!loran group of eaaoa 

Sl-17876-F Bruce Cartwri&bt Related to SI-17734-F 
SI-17893-F Joe L. Lieber 
SI-17900-F !ather I. Stein 2,000.00 IDdictod 1-12-40 on mail 

fraud eberge 
SI-17926-F Altrad lloran, at ux . ( 
SI-.17927-F Arthur J. !loran, ot ux. ~ 
Sl-17928-F B&rr7 P. lloran, et ux. 
SI-17929-F n-&8 J. !loran, et ux.~ 300,000.00 
SI-17930-P Estate ot lira. nx.u 

J. lloran ( 
S!-179)1-F A. Jq lloran ( 
SI-17932-P ll.uT7 p. lloran, Jr. ( 

Total $35),000.00 

SI-6428-E Viotor Canfield (l!'m'ollad .&tent) Preparad false returna 
1n 11. T. Burton eaaaa 

SI-6457-E Ulan Hill (lrlrol.l.ad Agent) 

Regraded Unclassified
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DlFOIQU.TIOR REPORJS S••p•tiAP MJ OY JUii! 3Q, 1941 

.u~rt and Deen 

American H~tins and 
Plumbing Collpallf 

l.rehUecture.l StoM and 
Plastering Co~~P"'V' 

Leo Ca!iero 

~. 1. Colby 
Cooaolid4ted Rootins Co. 
D. A. LW>rice.nt Co"P"'1f 
Gon Darla 
CeGeoort~• Brothers 
Dix1e Coin t:achine Collp&lv 
Jules Fiaber 
Holzer Sheet llete.l Work.e, 

Inc. 
Belli')' Lester llughos 

II. J. Hunter 

Ben KinG, et e.l . 
Cillford A. !tins 
lohn D. ltlcrer, J'r. 
Ceorgo 11. Lee 
Louial.aM lle.te.riala Co. 
!. A, llcilhenzlr 
rulntber Cra.,.l eo.po'll' 
l'te Prcgroaa Pllhliahins 
~.Inc. 

J. 1. llUey Heating and 
PlUIOb!.ne Coo1pe.nf 

P.o•s Cr~vel Coalpoey' 
Shell l'et.roleUD Cooape.ey' 
Stool Conatruct1on eo.pe.n;y 
:,t'l?rl tn Md Scr11nton 

\ , Q, TbOillllS 

TITin City Gravel Com~ 
~. !. lioodord 

Addresa 

Baton Rou(;e, Lt • 

!lew Orleans, Lt.. 

New Orleana, Lt.. 
Donaldsonvilh, Lt.. 

lle1l' Orleana, Lt.. 
!lew Orleana, Lt.. 
Tnd1snepolle, Ind. 
Olle, Louisie.De. 
Shrenport, Lt.. 
lle1l' Orleana, Lt.. 
Cabinaeh, Lt.. 

New Orleans, Lt.. 
Natch1toobes, Lt.. 

Shreveport, Lt., 

Lake Charles , Lt.. 
!lew Orleans, Lt.. 
!lew Orleans, Lt.. 
llex:andria J Lt.. 
!lew Or lee.DII, Lt.. 
Avery Island, Lt., 
Shrenport, Lt.. 

llallr>Ond , Lt. . 

Monroe, Le.. 
Shreveport, Lt.. 
St. Lou14, Jlo, 
BtnineM8, Ala· 
NeYT Or lean.'!, Lt.. 

!lew Orlse.na, Lt.. 
llolll'Oe, Lt. • 
Arcadia J Lt.. 

llado k1okbaclcs to Ceorge Caldwell, 
SI-16525-l" 

llade kickbaclce to George Caldwell 

llado k1clcbaeka to George Cal.c!nll 
SUppleaente.l to SI-16935-l"J re-

ceind gratt troa J' ... e on-a. 
llade kickbaeka to Geor&• Celdwell 
llade kickbaeka to Ceorge Caldwell 
Pa.14 •coo.iae1oua• to Joaea ThoMa 
Received gratt f'nla Joaes ThoMa 
Received gratt rrc. J ... a n-.. 
Related to SI-16725-F (Juliua Pace) 
Received gratt 1'roa J&ll8s Tboolas 

llado kickback.e to George Celdwell 
District attorney for llatch1tochos 

and ll8d Rivar Parishes 
Report reglll'dine graft p~Q"Dente b)' 

Pelican OU and Gasoline Compa111, 
Inc. (SI-16765-F) 

llade kickbacks to George Caldwell 
Recoim gratt era. JeJMa Thomaa 
Received gratt troa J ... s ,..,_. 
Pa.14 •CO<'I'Ills1ona• to JaMS ThoMa 
Related to Lecba cue (SI-l644J,..P) 
Pa.14 •CO<EiisaioDS0 to J'81:1ee ,..,_. 

SI-16'7o3-P 

llado ldcld>ack.e to George Caldwell 
Pa.14 •cOIIIIiasiona• to Juea Tbooae 
Pa.14 •cOCIDlsaiona• to JaJ:>ea Thoas 
Pa.14 •cOIDiesiona• to Ja..es Thoms 
Investigation made to get evidence 

in coMection r.it~ maU f'rnud 
caoe or New.an, Harris, ot ol. 

Pa id. •..-i~~JiioDI" to J81110a Thol11118 
Pa.14 •coDD1as1ons• to Jame3 ThOliiOoll 
Recelvecl sratt !'rOll James Tholllla 

Regraded Unclassified
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!l!uit1e•1 I.no. 

L. E. Fraur 

SbcrC't DN:e Reed 
Stephans-Cowart (a 

partnership) 
J<ill1 StabUe 

! 
( 

/ 
' 

1.20 

To Collector ot Inte!:}!!J. R.venye • 

Addreep 

New Orleans, La. 

~~~.La. 

Allen Pariah, La. 

Oakdala1 La. 
New Orleans, La. 

lteiiiU'kf 

Report 1n regard to sooiaJ. 
aecuricy taxes 

Reoe1ve4 gratt h'col J-a 
TboaMe (SI-16935-T) 

W.eod gratt ~nta by 
StoplleNO-Cowart. Partnarsbip 
to Sberitt Druce liNd 

Regraded Unclassified



Bar .. tt, J,lr. tlJld Mrs. J. 11. 
8l4ncb.>rd, 1.1ox A. 
er.nnsn, George 

Brollll, Joe 1'1. 
8llrl:e, !'.dnrd 

eourtllon, Foster 

Cnne :>11 Sales Company 

Dolcaabre, Isadore 
Dorbos, Louia J. 
Donner, Cb!lrlta J, (Dec'd) 
Dornier, Joseph B. 

r..o t TeXt\8 Ret1nlne Co. 
&dwtu'do Transportation Co. 
&lllsoo, DaYid 11. 
Evaoa, IT. C. 

!>.lr ley. Elalar 

v.rr.u, J. 1!., ot ux. 

fu:el, 1'1 . c. 

FUhor, Joseph 
FUller, Jllleo 
!'itoro, Clw.rlos S. 

Hill, Thomo.a J. 
Hortaan, Paul 

Johnooo, !'.dward 11. 

Jon,. ' ll'illianl B • 

Address 

New Orleans, La. 

Baton Rouge, La. 
New Or loans, ~.a·. 
l!ew Orleans, La. 

New Orleans, La. 
New Orle=a. La. 

Baton Rouge, La. 

New Orleans, La. 

Dal.ca.mbre, La. 
Holllllll, La. 
!lew Orl<tans , La. 
Convent, La. 

Dal.l<to, T«XaS 
llous ton, Texaa 
Baton Rouge, La. 
Baton RDugo, La. 

New Orleans, La. 

Fort l'lorth, Taxaa 

West llclll'Oe , La. 

Lat1. tto, La. 
Cabillash, La. 
New Orleano , La. 

New Or loans 1 La. 
New Orleans , La. 

New Orleana, La. 

New Orleans, La. 

12t 

Captain or Now Orleans police­
bribes fro"' lAw viol.Atorlt 

Buaineso '""""&or of ossociationo 
Of Operators of I!IWiiC boua tlJld 
iron cl.Mz llllChinos 

()<!nbler-triend of Seytaour lloiaa 

Purchaol..o;: asont for Loui.ol.ana 
Htshwe;y Coao:d.ssion 

Related to SI..J.7427-P (Loper) 

• 

. Related to Sbuahtm ..... 
Collector of graft on elot 

machine a ' • 
Relntod to SI-161~5-F and SI-16444-l' 
Related to Hell• case 
Formerly attorney general of La. 

noriat, Dlll'O&r)'; .. nopo:J.;r On 
atate business 

Relatod to SI-14135-1' (Win or Loao 
Corporation) 

OU tlJld gaa operator; related to 
SI..J.6444-P 

Alleged racketeorine in tho 
Longshoraaan•s Union 

Alleged rackoteerl..o;: in tho 
toneahoroaon•a Union 

C. p, A. Related to SI-17147-l' 
and SI..J.7148-l' 

Regraded Unclassified
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~ 4 (Contln!!edl 

LMdr1 I Fornand 
Undeoy1 ColeiiAll and Cora 
Loll&, !.Ira. Roaa llcCozmell 

Gus Jlnfor ~ 1 Ltd. 

'lo."'D, AJh'«< aDd Son 
!loran, Thcaaa J. and Sons 
ltoron • • SoDS, Th<>olaa J • 

O'Hara, Dr. Joseph 

Pore•, Leander H. 
PetroloWD Saleo COIIpaD;y 

Sehrt 1 Cloll 
Superior OU Cor:opaey 

United Goa AN'Ui.atea 

ru~, •· P. 
tia;.rlJ-1 Lorri.a J(, 

'I'Uobor lJ', Shirler o. 

\ 

Delcambre, Lo. 
Baton Rouge, Lo. 
Baton Rouge, Lo. 

!lew Orleans, Lo. 

!lew Orleans, Lo. 
New Orleans, Lo. 
!lew Orleans, Lo. 

Rew Orleans, Lo. 

!lew Or loans, Lo. 

Delcour, Lo. 
New Orlaana 1 Lo. 

New Orleans 1 Lo. 
Houston, Texas 

Baton Rouee, Lo. 

J.rcad1a, Lo. 
J.rcad1a, Lo. 

!lew Orleans, Lo. 

122 

II !.dow or late Senator OU.:r 1'. LoDC 

WesocllJ' kaopiJli two sots ot 
recorda, w1 th tho eaai.atance 
ot an internal reftllll8 agent, 
with intent to eY8de U.:.,.,. taus 

l'artnarah1p (See SI-1'7926-.32-F) 
l'art.li0Toh1p 

District Attoma:r, Jefferson Pariah 
Relatod to SI-17J,Z7-F (Loper) 

Ona o! Helie interoste 

Attor ney aDd legol edvisar to 
Earl IC. LoDC -n LoDC wae 
gonrnor ot Loul..siana 

• 

State senator; received c:ooa1aa1nne 
h'ca insurance aeeoc:r }vnx!l I DC 
atete buainoaa 

Attorney; lew pert.nar ot tor-r 
Covernor :Earl 1!: . LoDC 

Regraded Unclassified
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tiJI7 \ftlJ' ,..., 

(Siped) H. lt.,..allaau, J r, 

•• el&J)' "' \1111 !I • .,.. 

• »e.. ptA. ... a1 .... ., .... ...... 
WIUir I 71 rhrt 

......ull, 

124 

Regraded Unclassified



TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTOH 

'E OPJ.!fOOl: TO THE SECRETARY: 
Augus t 8, 1941 

Weekly ReSort - Lease-Lend Purchases 
( /1/41 - 8/8/41) 

125 

Reguisi tions 

Cleared by 0. P .1 ... ..••• • •• •• . • •••••• .• ...•.••..•. • .. $ 
l~tin: clearance by O. P.~ •. •..... •.•.......•..... 

Esti.:nated Cost 

187, 002, 398. 74 
21, 538, 595. 75 

~otel Pending Requisitions .••..•.•.••••.•••••• ••.•• $ 

Less 'lequisi tions .for me tals, where contracts 
will be made for term periods and allocations 

( •equired f rom 0. P.M • . .. . .•••.•.•••.•. ..... ..•...... $ 

208,540,994. 49 

85,122, 729.76 

Total Pending Requisitions .for Spot Purchases ...... $ 123,418,264.73 

Purchases to 8/1/41. .. . ... $ 87, 787, 648.25 
Purchases 8/1 to 8/ 8/41... 15, 921, 740.50 

Total to 8/8/41 •• . •••• •••• $ 103,709, 388. 75 

lrranae~ents have been made for the establishment of priority 
ntin s by OP1 prior to purchase negotiations by t he Procure!!lent 
Dinsion. This will enabl e prospective bidders t o somewhat accurately 
detertaine possible deliveries. 

In view o.f the widening scope of comnercial purchases, discussions 
have been had with the Division of Defense Aid Reports and OPM 
repr~sentnti ves to further clarify policy in handling lend .lease . 
r~qUl5itions whereby the Di vision of Defense Aid Reports w1ll deteri!Une 
lt.,ether requisitions come within the scope of the Lend Lease Act; OPJ:. 

(
Ifill establish availability of JllAteriah requisitioned; and the 
"rocure:::ent Division will make purchases · 

~ ' n ·E~ 
~~nor of Procurer.:ent UtacLenta- 7 

• 

----~--:-

Regraded Unclassified
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CONl'/lAC'r 
NUl J £)( COI'<'ff<.ACl'OR ' S llA!J:! CO: . OlJl'l'Y SPAl~'CITY TOTAL ~ AL\ffi 

DA-TFZ-710 Hashue. Jg. Co. Inc . China Blankets 600, 000 $ 669, 000 .00 

D.l-TFS-741 

D.l-TPS-1:75 

iarshall Fiela t Co. 

The ~erice.n rork & Hoe Co. 

D.l-TPS-683 Ge.ne 's Chemical V:orka, Inc . 

D.l-TPS-750 The Plastergon Wall Boa.rd Co . 

DA-TPS-685 Vlcheck Tool Co. 

DA-TPS-358 Allis-Challllers ltf&• Co, 

DA-TPS- 243 Chicago Flexible Shaft Co . 

DA- TPS-626 Sulphur Export Corp . 

DA-TPS-696 Barber -Greene Co . 

D.l-TPS-654 S K F Industries, lnc . 

DA-TPS-671 Ganes Chemical • .. orks, Inc. 

DA-TPS-485 The ~ ohawk Rubber Co . 

Di -TPS-487 The Falls Rubber Co . 

II 

U. K. 

• 

" 
II 

II 

II 

• 

• 
• 
• 
• 

• 
It DA-TPS-489 The Firestone Tire & Rubber Co. 

Di-TPS-486 Lee Tire & Rubber Co. of N.Y. Inc " 

D.l-TPS-632 David S. Ingall s II 

D.l- TPS-631 

Blankets 

Ha.mmers 

Barbitol 

'.'/all board 

Wrenches 

Tractors 

100, 000 

5, 000 

16, 000if 

Sq.Ft . 17,126, 300 

5, 000 

200 

120,000.00 

6, 300.00 

53, 200.00 

343, 382 .31 

675.00 

670, 899 . 23 

4,992 .50 Clipping l.:S.chi nes 

Discolored Sulphur 

Ditcher & Spares 

Balls, Steel 

126,000 LT 1,953,000.00 

13,191.41 

Benzocaine 

Tires 

Tubes 

Tires 

Cases & Flaps 

Cessna Airplane 

7. 2!.! 

2,~ 

120 

5, 000 

4,640 

400 

• 

1,402.38 

6, 175.00 

1, 054.80 

17, 800.00 

99, 330.80 

20, 100.00 

32, 400.00 ~ 
(1) 

27,755.00 Regraded Unclassified



COt:'I'kA<.i 
J lJ 13!::~. t.:O. J 'CAG':\Ja ' :... ~J- ~ 

DA-TPS-284 Atlantic Aviation Sales, lnc . 

IIA-TP~-G30 F. a. Evans 

DA-TP$-629 E. W. •Iiggins Airl'lays Inc . 

DA-TPS-578 Caterpillar Trac t or Co. 

DA-TPS-749 The Upson Co . 

DA-TP5-724 Brown Co. 

DA-TP5-728 St . Joe Paper Co. 

DA-TPS-70B The Phosphate Lining Co . 

DA-TPS-725 Rsyonier, Inc . 

DA-TPS-709 Coronet Phosphate Co. 

DA-TPS-727 The Champion Paper & Fibre Co . 

DA-TP5-684 Gane & Inerao, Inc . 

DA-TPS-726 Pulp Div. l'ieyerhaeuser Timter Co. 

DA-TP5-681 Gane ' s Chemical Works Inc . 

DA-TPS-625 Sul~hur Export Corp . 

DA-TPS-226 Fairbanks, l'orse & Co . 

DA-TP5-592 The Whi t e l'otor Co . 

DA-TPS-677 S. B. Penick ~ Co. 

CCJ: I lil':i 

1: . ' - · <.assno. .1\irplane 

A 'l'I'l'' TOTAl. 'AUJE 

" 
It 

It 

It 

n 

n 

n 

It 

II 

• 
n 

n 

n 

n 

tt 

• 

• 

Cessna Airplane 

Cessna Airplane 

Tractor, Hinch, Trailbuilder 

;; 32, 500.00 

32,460. 00 

29, 725.00 

6, 972.36 

Wallboard 1,400, 000 Sq.Ft . 27, 930.00 

Easy aleaching Sulphi te 2, 000 T 

Kraft Pulp 

Phosphate 

15, 000 T 

17, 500 T 

Bl eached Sul phite 9, 500 ST 

Phosphate 39, 000 T 

Semi-Bleached Sulphi te 1,000 ST 

Cincopbin 2,0001 

Bleaching Sulphite 1, 000 ST 

Phenobarbital 

Sul phur 

20, 000/# 

81,000 LT 

Spare Parts for Agr ic . ~chy . 

Spare Parts for Trucks 

Hydrastis 6, 000§ 
• 

122,000.00 

862, 500.00 

94, 500.00 

668, 750.00 

217, 620.00 

72, 500.00 

7, 000.00 

60, 500.00 

76, 000 .00 

1, 255,500.00 

1, 082.77 

25, 626.89 ~ 
·.J 22, 650.00 

Regraded Unclassified



CONTRAC7' 
1/UH !:;ll CO tTXAC'l'CJ ~ ' S 1 A. E 

hil...u lSI ­
TIOh'Eit 

VA- TPS-S'lll 

OJ.-'l'PS-580 

0.6.-'l'PS-581 

0.6.-TPS-582 

0.6.-TPS- 583 

u. s. Rubber Export Co. Ltd. 

The ~ohawk Rubber Co. 

The uansfield Tire & Rubber Co. Inc . 

The Firestone Tire & Rubber Co. 

The Goodyear Tire & Rubber Co . Inc. 

0.6.-TPS-81 Oliver Farm Equipment Co. 
(Adj .Oed. ) 

OA-TPS-100 Deere & Co . 
(Adj .Oed.) 

DA-TPS- 744 Behr - ~anning Corp . 

DA-TPS-748 The Duff-Norton . .!g. Co . 

OJ.-TPS-638 Schultz-c •::eill Co. 

DA-TPS-356 International Harvester Export Co. 

DA-TPS-618 Deere & Co • 
. ' nn. 

DA-TPS-362 / Uol ine Power Implement Co . 

DA-TPS-752 George P. Fuller 

DA-'rPS-298 Geo . P. J.tuth Co. Inc . 
(Adj .Add. ) 

DA-TP~-624 Charles h. Jackson, Jr . 

U. K. 

n 

n 

" 
n 

n 

" 

n 

n 

• 
n 

n 

" 
" 

" 

n 

'-0•- CJUITY 

Tires and flars 

Tires 

Q!JA TI!'Y 

Tires, Tubes and Flaps 

Tires, Tubes and Flaps 

Tubes 

Stones, Oil 

Jacks 

Pulverizer 

Tractors 

Potato Diggers 

Tractors 

Lockheed Airplane 

Lockheed Airplane 

11,808 

100 

10 

• 

TCYrAl. \Al.\re 

28, 934 .31 

1, 639 .00 

78, 449.25 

38, 379 .19 

273 .00 

26.03 

. 58 

7, 380.00 

1, 260.00 

3, 050.00 

507, 989 .13 

13, 367. 86 

337,170. 24 

57, 500.00 

3, 078.60 

~ 
55, 000.00 

Regraded Unclassified



co;:, RJ,c;T .. .._ .;;..!-
.L Et cv~ , ... .A<; Tv ... '5 :~z TIC::S!t t:o· ... vulTY «'A_ T!TY Cti' AL ·, A.U.-'"'E 

DA-TPS- 707 The SU;-crior Cil Co . U. L. Lockheed /,irplane .. 'IS, OOO.OO 

DA-TP..,-o7G Benzul Produc ts Co . II Ethyl Cy~noacetate o,Owlf 7, 5UO .OO 

DA -'£P!>-l!C2 underwood Elliott Fisher Co. " Cou•puting , achine s 14, 580 .00 

DA-TPS- 683 Laurens Bros . II Lathes, Turret 2 12,600.00 

D.t.-TpS~367 James Fyfe ft t:anila Fiber 734, 050/f. 22, 837.32 

DA-TPS-368 James Fyfe " bnila. Fiber 96, 950/f 3, 493. 81 

DA-TPS-369 Hanson & Orth 11 !!.anile. ~'i ber 657, 875/f 24, 357.82 

DA-TPS-370 l!a.c Leod & Co. Inc. " l a.nila Fiber 692, 500/j 21, 394..38 

DA-TPS-401 James l'yfe " .. anile. Fi ber 277, 000i 6, 618. 75 

DA- TPS-402 Ja.'!les Fyfe 11 :.anile. Fiber 27, 500/f 1,100.00 

DA-1'PS-403 lla.nson & Orth 11 l a.nila Fiber 277, 000/f 12, 387.19 

DA-TPS-404 .Janson :. Orth " ~ a.nila Fiber 206, 250/f 8, 868. 75 

DA-TPS-405 !taeLeod .... Co. Inc II l a.nila l-' i ber 206, 250t 11,601.56 

DA-TPS-406 :lcnry .~ . Peabody !.: Co. " c.a.nila Fiber 401, 650/f 16, 002. 81 

DA-TPS-436 N.Y. wire Clot h Co . " - 12, 375.00 
(Adj .Ded . ) 

DA-TPS-128 J. I . Case Co. " 285.95 ~ 
( .t.dj . De d. ) 

• CD 
Parts for Tractors 46, 659.34 

• Regraded Unclassified



I 

CONTRACT 
mn.:mm 

DA-TPS- G94 

DA-TP5- 711 

CO .TltACTOJ. ' :::. J.A E 

Dalzea Tool ~ fg . Co. 

The Torri~ton Co. 

~ 

REt~ ! SI­
TIONER 

u . r~ 

• 

COo OUl'rY 

Taps, l!and 

Eearin::s, !leedle 

v.LA. TITY 

Dl-TPS-497 The Proctor t Gamble Distributing Co • Gl ycerine 

10, 700 

4,480, 000/f 

DA-TPS-674 Bayonier, Inc. 

DA-TPS- 736 Armour & Co . of Delaware 

DA-TP::i-702 'fhe Wilson Laboratories 

DA-TP5-670 li.S.linckrodt Chemical Wks. 

Dl -TF0-682 S. B. Pennick & Co . 

DA-TpS-701 R. T. Greer & Co . 

DA-TP5-619 ~orey ~chinery Co . Inc . 

DA-TPS-593 J.:ack ITg. Co. 

DA-TPS-693 Hill-Clarke ~chy . Co . 

DA-TPS-851 General El ectric Supply Co . 

DA-TPS-488 The 1~sfield Tire & Rubber Co. 

DA-TFS- 747 The }[.ahoning Valley Steel Co . 

DA-TPS-769 Walworth International Co. 

DA-TPS-315-1 Sharon Steel Corp . 

• 

" 
II 

01 

" 
• 
• 
• 
• 

• 
II 

" 
II 

• 

Che~ical Mood Pulp 

Peptone 

Pancreatin 

Carbromal 

Cascara Sagradi 

wild Cherry Bark 

Hand Screw ~chines 

1, 000 T 

20, 000lf 

2,000/i 

6, 000/f 

320, 000if 

30, ()()()1' 

2 

Spare Parts for ~ ack Trucks 

La tile, Turret 

Radio Receivers 

Cases & Flaps, Tires 

Steel Sheets 

Pipe Fittings 

Carbon Steel 

401 GT 

2, 7S2 GT 

• 

$ 

TOTAL • A.LlJE 

75, 845.00 

2, 741.29 

607, 530 .00 

85, 000.00 

35, 000.00 

7,500.00 

30, 000.00 

48, 800.00 

1,800.00 

1,700.00 

29, 694.48 

7, 700.00 

18, 291.55 

186, 584 .00 

29, 573 . 23 

56, 25!3.621-4 
C..) 

157,488.9EP 

Regraded Unclassified



CO!I'l'R.tCT REQUISI-
.HIT.dl!R co;. TRACTOR'S NJ..~ TIO.~R , (X.: ODITY ';. A..TITY T<mu. v llUE 

DA-TP:>- 785 The Timken Roller Bearing Co . U. K. Tubing llGT $ 3 , 172. 40 

DA-TPS-308 
(Adj .Add. ) Bethlehem Steel Export Co . • 55, 866. 60 

DA-TPS- 761 Granite City Steel Co . • Tinplate 774 GT 96,846.90 

D.l-TPS- 756 Bethlehem Steel Export Corp. • Tinplate 6210 GT 725, 193.00 

DA-TPS- 793 Lukens Steel Co . • Plates 1484 GT 45, 990.19 

" DA-TPS- 792 Ellwood Forge Co. Crank shafts 1000 297,500.00 

DA-TPS-755 Weirton Steel Co . • Tinplate 10, 055 GT 1, 076, 383.91 

DA-TPS-757 Republic Steel Corp. • Tinplate 7, 254 GT 831,289. 72 

DA-TPS- 759 Youngstown Sheet & Tube Co. • Tinplate 3, 080 GT 362, 445.03 

DA-TPS-352-1 
(Adj .Add. ) Andrews Steel Co. • 8,606. 52 

Di-TPS- 758 Jones & La.ughlin Steel Corp. n Tinplate 4340 GT 507, 520. 54 

DA-TPS-760 Follansbee Steel Corp. • Tinplate 1510 GT 181, 974. 55 

DA-TPS-797 itlantic Steel Co . n . Wire rods 542 GT 31,201.86 

DA-TPS-798 Lukens Steel Co . " Galv. Plates 260, 452/t 15, 727.98 

DA-TPS-838 Lukens Steel Co . 
n Galv. Plates 736, 268# 24, 218.15'"" 

(;,) 
t.& 

• Terne Sheets and Tin~lete 3617GT - . 503, 235. 88 Regraded Unclassified



CONTRACT 
Ntn.lBER COUTRACTOR 'S !JA;:E ca.:.ODITY 2,UAl<TlTY TOTAL VALUE 

DA-TPS-843 Wisconsin Steel Co . U.K. Rerolling Billets 11, 827 GT $ 502, 4.10 . 96 

DA -'fl'S-309-1 
( .ldj .Ded. ) Republic Steel Corp. • - 125, 825.00 

DA-TP5-848 American Zinc Co. of Illinois • Zinc 1, 730, 000if 127,328.00 

DJ.- TpS-849 The American Metal Co., Ltd. • Zinc 1, 650, 000;f 125,565.00 

DA-T~-853 Anaconda Sales Co . • Zinc 720, 000/f 59, 400.00 

D.l-TPS-728 
(Adj .Add.) Laclede Steel Co. • 3, 710.96 

Purchases 8/1 to 8/ 8/41 ............ $ 15,923, 530, 50 

Contract DA-TPS-395 was cancelled in its entirety 1,790.00 

Total Purchases 8/1 to 8/ 8/41. ... . .. . ... ... . .. . . . $ 15, 921, 740.50 

• Regraded Unclassified
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THE BRITISH SUPPLY COUNC IL IN NORTH AMERICA 

t .. or.blo ~ enry :.:orsentt-.au, Jt'. 
t:r.:t~d St t~' Trcc.~ury, 
• ts~Lcton. 

Do r l.lr Secret~ ry, 

-·00 •I.JU,Mf•-" r~tAJUA. ... .,..._noto~ 
WA_ I_,_-., 0 , C. 

July 28th, 1941 

I em hoping to catch a cl1ppor from !lew York oerly tonorrovr 

, rni•.C "nd oc vor~ sorry that I shall not have an opvortuni ty to 

t.J.'' :ehVO of you . There have been lor.g dolay:s in sotting a clr;ft 

fr: tt-. St c.to Deprrtosnt on the ti'..:ltt~r I !Jl'"'ntioJ:.cd to you . Your 

·· .. o1·;1c rt-out this r rovcd !;,Uitc rii;ht l But at last to-drr I ,.~ve got 

:: ... t.•',!r.c; , an4 the best I can do l'ith it is1 I tl.1nk, to t zke it 

~~ it• :e 1--tdi~tely for Ciscus,ion a t ho~o . 

I ~~ v~ry grnteful for the gQtd protress ~~1c~ ~- b-en ~de 

·r: t•e usont1El help .,.h1ch you t..vc s1ven Phillip" or.d m:;self 1n 

.;&tttn,; lOr "•rd . The esteblishJJ~nt of the Cornlttee ot tho Tr e:oury 

,, " r. er o•t i~o• end has made all t he difference . I ahr.ll be able to 

r ... ort to tho Chaneollor of' t he E:xche~uer l'i'\8 t ho ean no··· h:vo fUll 

:' !ld ·~.:e in thl! adequacy of the finc..neial a r rl ncc-ent~ ~hic:1 lu.ve 

:.. n ~•t u~ . Cler rly it t: ill tt.ko so-::1 ti.1e to ~~or,· t~e out in 

! !1, nd it la not yet po~sible to esti"' ~t' itt.. e.nr ; r "ci31::.n tl':e 

· ·t : urnt1t~t1ve effect of the v;..r1ous ~ct.sur• ut.dcr d1scus~1on. 

h! e }'.o.•tt' nor c. sutt1e lent :::.G.:-g1 .. to a:lo7 :o .e o~ t":.• r 1! e!"s 

{tt.o.;h not t'e biggest I ) to roll through . 

?ur ~stir- te is tl'.at t r,o !rit1:h dollor bl.lr nee: · n<! t~o told 

tel.' by tho Ben}: of Englo: nd ta~~en t J•!tt~r shOlOld 1,. lue co,tr se attain 

the desired level or em6oo, not t'~o CUC1 to .. :·ovidt. tor c:o .. tir.geneies 

tut. noUt,;ll to c.ffo1·C. r c 11e:r tron ~nx1ety . \·, cr.nno t ast1:--... te a:t 

'l':l\li.t dt.to this figure trill be ret'ched . iJuc ~et)onde ')t • .... -~t':.er old 

c:o ... JlttJ .. nt contracts ro!jult in ~ur.e tut l d 11v~r1os . !Ut:.erto , a.s 

yo·J kr.O'.'t
1 

we h.: ve ~en bel;t_.r off e~r.eh conth t~·1 ":'8 exs.ectec! t.r: a 

rttult or serious de~ys in delivery, and !t 1s .o ltle t~~t the 

abova flsur• ::s1lht be atte1t-.e~ t _;. r•r1l .. 1::". t~t lttt~:- ~rt o~ this 

:ear. If so, lt ..-1:1 f£il t.~y r.c::t s:-r!.:-..; he~ t. lo J.O~::t is lt:·e~y 

to· 1 :-etiched, ree v ·1 . ..; L.&· 1r. b:· t'"' '.1~\:.'..:'• ~f l?L: , t.ft ... ; hie~ 

c...,.- carrently accruing 1r.co._e (t~ll :>lu ec .....:.it nts t.1 v1!'tt b-.e:n sub­

st:.nt!.:-lly elea..re~ ~"'f) .sh~· .. _d a::ce~~ cur ~u-:uo!.r..&.; c.;t rt fro::~ un-
,.,. __ "1 .. _"'_ 

Regraded Unclassified
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roreaeen 4e•elopments. 

Theae nsuru take account or our nor"fl sources or 

our known coaitaents . They make no allowance 

soinss on the one hand or for 

I beliovo that the Chancellor of the Exehoquer hopes 

in tho year o special receipt or gold or ~bout $ml20 

African Government out of which South Afr ican Government debt 
•. 0 • • -. -

London will be redeemed, the stock beins r equisit ioned from tho 

British holders nnd handed to tho South African Government 

collotion. 

Thank you for your kindness and hospitality to 

cyaelt' . !lay wo be rene!Abered to your riCe? We have stLyed 

ilaahinst on wch longer th&n we expected. But it has 

and 1nttreat1r~ , and edueative experie nc• · I shall be able 

our Treasury in Whitehall a much truer picture or 

~oolly like; - end , I should like to add, tht full 

did for us during t he critical months nt the beginning or this 

without which irreparcbl e doloys might have been suffered by t his 

yonr•s war effort . 
Yours s1neer~ly, 

RECEIVED 
Treasury Jlopoutment 

JUL31 I!UI 

Regraded Unclassified
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1801 V &TII~n N. W . 
WMHINGTON. D. C . 

July 31, 1941 

IIY d.,.r liT. Secretary• 

I a. in roeelpt of tho rollowin& tolo~am 

troa tho Gooor a llaalao, dated Chun£k1D&, July Slat1 

"~low that the American GoTerraent h.aa aoQt4tdi to JO:f 

requeat to tr·ee&e Chineae aaaet a in the United Statea, 

which will be of great a aaistanoe to Chlna, ploaao 

conny to tho Secretary or tho Treaaury my ~atotul 

th&nka ror hia atrong support. 

Chlan& Kal•ahak" 

With kind rosarda, 

Toura aincerely, 

T. v. Soon& 

Tho Honorable Henry Vorsonthau, Jr. 
Socrotary or tho Treasury 

Wubin~n, D. c. 

-· 

136 
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,.., ..... 
It - ~ .... rl 1ft te ntte •• .,. ,.,. 

., , .. -· ,.. .... ..._ la ............. t.n 
"-• .Utel'lal. 1 aha..,..... .. ,_ ...U.. U to 
,, .... •• .._, .,_ .&NO& _.,. \M "-• tn U.t ..,. 

I IIMw 1ft will M plMMt to i.ar \Mt I M9e 11M 
a ..-.. et litton • u .. .,.., town\" .... ,. 
,,,.._,, la ...,.... te tM ea1o at ....... _. '"'' ••" 
...... ,.. ~,. .... ,. ... at ... _.., - ~ 
,..,u la wl&l" UU.... .a. at ute. 

\ . 1..,. , .. , ,.._ .... a-.- \M llllU.. ... well, 
.......... - n.uu .. ,.. all· 

J 

... .,.. •. a-, ................... 
410hdai'MaA-• ... .,..,.. .. , ... 

llltr I) L .... 92 1iJ 
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B ETTER HOMES & GARDENS 
.I IER£/Jml I'IJJJ/.ISJU,,'G Co. ' fPA\'Y 

11r. Bo1U7 llorgontbau, Jr. 
Seoretarr of tbe Treeeurr 
Treea\1%'7 Department 
ll&ebington, D. c. 

Dear llr. ltorgontbaut 

Jtoro tban ..,. pora011 ~ ..... u.,.,ed to .. tbt.t aplondid. 
ocl1 torial 1.n tbe lo'lf York TiAoa and. tho appro'f&l ot 1 t 
-· 1men1-oua. 

I aa eend.1.ng a COPT ot 1 t to oQl' people 1.n Ilea llolnea and. 
aleo to Ed !aat.M.n, wbo d.oean 1t """ """1'11oau. of Tho J ew 
York Tiaea . Your MD7 frlend.a 1.n ad.Tortiolng up bore are 
becOIIlng aoro proud. of 7ou nor7 d.a7 and. are &a71nc nO'If 
tbe7 n ob tbero wore aoro Mil like 7ou 1.n Jaobington. 

Good. lnok to rou and. koop up the tl.i;bt. 

Your aiDe...., friend and t.dalror, ~ 

~47~-~ 
Blrco J . linno 

l U I rllj~.IOC:IKO 

• 

Regraded Unclassified



TREASURY DEPART MENT 

WA.IHINGTOH 

AUJUat S, 194l 

L!ec:orandut1 for 'll-:3 S3CIETARI: 

'!he !ollo'l'lin& report 1a made ot Sta=p ules "t 

"Treasury House II : 

J uly 1-Au .. ;ust 6 

Autust 7 

Total 

~26, 550 .90 

232.z> 

.;26, 783.40 

1.39 

• 

Regraded Unclassified



It• 

a.rt .. • - Poot OftleM 
hrieo •- Jab 

hrleo ~ - !otal 
a.neo r - Jab 
Sari.. G - Jab 

total 

~u ... S~t-t of Sa1ooo Dur!.Ac 
71nt Sl.x lluolnMo ~ of J=•• Jul,7, NUl ._t, 1941 

(JUDO J.-7, Jul,7 J.-8, ._, J.-7) 

(Aioowlta 1A tl>ov.a&Dob of 4o11aro) 

lalH 
Aaov.nt of Iaer ... e 

or Doer ... • (•} 
~t Jv.l.T 

I Au&uat I .Jul,7 .JlmO Oftl' o ... r 
l .l"o.ll .r ..... 

$11, 1150 tl-2,8'51 tto,6o8 -· 1, 1401 • 2,243 
~ !i.lli !!±am .-!.1!1 ~ 

J2,61jlj J2 ,12S 25,578 516 6,550 
6,516 6,751 9.670 235 - 2,919 
~ ~ ~ ~ - .ll.lli. 

$86.661 ~ ~ ~ -~ 

ortleo of tu Seore\ei'J' of t!UI !reu\ll'7, D1Tloloa of Beeoe.rch .,.., StaUoUe.. 

Cl.)l\t ti)LNliAL " 

1 Per.,...taca of Ia-.e 
I or Do.,,..... (-l 
I .&:acv.a t lv.l.T 

onr ....... 
.J!!],r 

,_. 
- 10.~ 21.1~ 

....i:.1 ~ 

1.6 25.6 - 3o5 - 30·2 
11.9 - ~ 
~ - 14.~ 

Soureel .All flaureo are 4epoo1h with tu !reoourer of tu Ulllte4 S~t" oh aecCIUilt of proo•• of 

oaleo ot O.lte4 StetM S.Tl.Dc11 Bcle4o. 
lote: J'icurH .,.. ... b..,. 1'011114e4 to 11aareot thouac4 aa4 will 11ot uoeooarU~ a44 to t otalo • 

• Regraded Unclassified



Poet Office 
Dah llond S&leo 

Serho Ji Serle• • 

Aacut 19il-1 

1 • 1 ,1167 $ 3.296 
2 1,500 3,030 

4 3.6o6 4 ,376 
5 1,278 2,822 
6 i :;~~ 4,195 
7 3 .475 

'J!'ot&l $ ll ,ll.50 $ 21,194 

tnii'I'ZD Sl'.U'ES SAVTh"GS BONDS 

Daiq Saiea - Auguat 1941 
On Iaale of Ioaue Prlea 

(In tbouaarulo of dollara) 

llank llond S&lea 

Serlo• ~ Seriea G total 

$ 1 ,163 • 7.586 • 12,<>45 
726 6,101 9 .857 

1 , 892 10,092 16,361 
928 7.334 11,084 

1 ,~~ 10,752 16,103 
5.636 9 . 763 

$ 6 ,516 $ 47.502 $ 75 . 211 

All llond S&leo 

Se.rieo I Serieo ~ Serle• G 'J!'ot &l 

• 4, 763 $ 1,163 $ 7. 586 • 13,512 
4 ,530 726 6,101 11,357 

7. 983 1,892 10,092 19,967 
4,099 928 7. 334 12,362 
6,005 1 , 156 10,752 17,912 
5, 264 652 5. 636 11, 552 

• 32 ,644 $ 6 ,516 • 47.502 • 86,661 

Office of tha Secrotaey of the heaoury, Dinoion of lleoearch and StathUco, ~t8, 1941. 

Sov.roo1 All ti&Ure• are depooih rith the heaovor of tha Unl. ted Stat .. on aeoount of !JI'Oeeedo of w .. of 
Un1 ted State• Sarl 11&11 llondo . 

llote1 fi&Ureo han beon rounded to nea.reat thouaend Nld rill not neceuarlly add to totalo. 

• 

l 

Regraded Unclassified



I tea 

1. lfwlber of 1>0114 w>1 h 
Kq 
Jue 
Julr 

Total 

2. Dollar ...,1,_ (to.,.. price) 
Kq 
Ju. 
Jill;( 

Total 

3. lfwlber of purchaoero, 
emludlJ>« oeeond co­
owner• 

MeT 
Jue 
Jul7 

'l'otal• 

Office of \he S.cretU7 of the 

Report on S"-•• Durt.n~ M~Qr. J\lD• • and. July. 1.941. 
(All tlcuze• 1.n t.bouean4•) 

-..--
Poe\ Ottic• 

S&lee 

218 

Seriea E 'lotal Serieo ~ S.rieo 7 Seriea 0 Total 

Source : .Ul dollar f1cw-eo are d•olto vith tbe Treuurer of tba United Stateo on accoW>t of proceedo of oaloo ct United Stateo 
Sa"fiqo lloud.o. lktlllatoo of the IIUIIber of =it• are pro-rated on the beoh of 4&11¥ reporh 1>7 the Poet Office Depar-t 

cd the lederal RAioeno llaDko duriDg Mq Nld JUlie. J:otl-teo of t he nuaber of purchaoera are baoed on opeci&l rcporh 1>7 

the Tederal RAioe!'Yo ll<u>ko oonrl.Dg the period Mft;r 1 throU&h l'.q 21, and, in roopect to Ser ieo :Z, on o1•.1lar data for 

Serieo A-D. 
o Total& ropreoont tho nWIIbor of different purohoooro in t he throe-1110nth period, allocated to tho eontb of tiro\ purcha.oo. 

•• iaoh aeries ot bonda hat been coneidere4 aeparately in eatlmating nu.ber ot purchaeere; ~no• totale are oTeratate4 in . ~ 

reqeot t.o purchaeera ot 110re than one aer1ee. .. • 1 
llotol Dollar figure• hen been rounded \o noaroot tbo>aond Nld vill not nooeooar1l;r add to t otalo. "-

"-" ~ 
?---
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Tt:oe: 
Procrarc: 
St,.t1on: 

Tlce: 
Procru: 

St•t1on: 

'time: 
Progru: 
Stl\t1on: 

Time: 
Pro~ru: 
st ... t1on: 

~1me : 

Progru: 
Stot1onl 

Ti10e: 
Procrea: 
St&ti on: 

~S! SAVIliGS S'I'AFl 

ADVAliCE NO'I'IC.E RADIO PROG!!AHS 

FRIDAY - AlJGUS'I' a, 1941 

11:45 - 12:00 P,M, 
Our Gal SUDI!q 
YJSV and CBS Netvork 

12:20 - 1~30 P.M. 
DAniel V, Bell , U~dor Secrot&r,r, 
Treasuzy Dopert,.eM Speolco OR 
Tax Serlo&• Ple 

1IBC ed NBC Reel tletvork 

4:45 - 5:00 P.M. 
Treasury Bouoe Qui• 
\IRC - llaohingtoR, D. C, 

8:00 - 8:30 P,M, 
Great Playa 
\IJSV and CBS Neti<Ork 

8:30 - 8155 P,M, 
Tour Happy Bir thday 
1CIIAL Mel NBC Blue Net1<0rk 

9100 - 9:30 P,H, 
llinga of Deat1111 
WRC and NBC Red Netvork 

B\ILOVA '!'IIIli) SIOliALS PaOHO'I'E m:n:JS!l :BONDS Allll STMPS 
ll!GULARLT JIOlf Ja TIC RArE 01 4 28 AlliiOUIIC!IIEiiTS DAILY 
OVER 134 RADIO ST/aiOliS, 

143 

• 

• 

' 
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August 8 , 1941 

1:' .CKA!:Dta~ TO M.r • D. W • Bell, Under Seoroto.ry 

.?1•om ~.~r . t>elo.no 

In reference to the David Lawrence settle­
:ents wi:.ich IY& have discussed, I have come to the following 

conclusions: 

1. 

3 . 

1 . 

5 . 

The aettlea ent with David Lawrence w11s made ai"ter 
co.r etul and thoroUGh consideration of the relevant 
fac ts upon reasonable belief U1at no alternative 
method would have retu.~ed a l arger sun for the 
depositors. 

Unless there was some f raudulent misrepresentation 
or lack of disclosure , which wo had no reason to 
suspect , the debt was worth no more than the settle­
lOOnt price. 

It ie believed that our reooivershipa fared better 
than other creditors of the same class . 

The f irst ste9 1n the settlement , acceptance of a 
20-year note~turing f ive per cent per annum)for 
the principal amount of tho deb t aa it stood in 1939, 
af ter substantial monthly payments tor oany mont~, 
was ag r eed to by all but one of about t hirty other 
creditors before being agreed to by our receiverships . 
That one creditor later settled on the same basis 
as our receiverships . Bankruptcy or retuce i n the 
Chandler Act was believed to be a probable alterna­
tive to acceptance of the 20-yonr note . 

Tho second step in the settlement, a lump S w:l payment 
ol' ten per cont or the principal of tho 20-ycar note 
(tho t irst five per cent installment hnvint; been pnld 
to our two receiverships and two or thl•oo other cred­
itors) wns believed to be all the asset wns worth and 
was more tbnn could be secured f rom several outside 
buyers of such items . tost oJ.' the 20-year notes held 
by others are in detaul t as to tho f irst 1natQllment , 
with the second L'lstallment cominG due A\lbUSt 19 , 1941. 

• 
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te,4oro.ndum to l.tr . Bell , tinder Sooretar:y 

r'ro:n J.jr . Delano 

6. We know or no rna terio.l r ae ta, which ••ould have 
r esulted in a greater return to depositors , which 
woro unlmown or lef t uninveatigated, except tha t 1r 
some representations of tho debtor were untrue, it 
is possible tha t some h i ddon assets could have been 
uncovered . As indicated above, there was no reason 
to sus pect f raud . 

7 . t:ecause :nan:y of the prel1m1nar:y negotiations were 
had by tho receivers , and otdors , , articularly the 
couproc1ise of 1939, were conducted b7 the Insolvent 
Division staff, thoro is no t i l e in either place. which 
••ovoo.ls all or the inves tic a tiona tho. t were under­
talten , all ot the facts that were knotm, nnd all of 
the oonsidera tions that went into tho f inal npproval. 

> • Thoro was more consideration ana discussion, and 
questioning of t he debtor 1n this onse by t•eceivers 
nnd by the administrative atlll't of the Insolvent 
lJivision than in mos t or our compromise settlements . 
o:oreover , one J udge examined tho recoi vera on tho 
information which t hc:y had ll&sembled and another 
Judge oallod the debtor before hila for further lefibth:r 
quos tioninc . 

145 

~~ese conclusion• are drawn fro:n the fac ts and 
statements contained 1n the attached deta i l ed m~~orandum 
dlsoussins ~~is matter ~re fully . 

The Chemical Dank and ..:rust CCl.llpan:y o£ l:ew York 
City and tho :~arine ? rust coapany of I:uffa lo have assured :ne 
~~eir responsible officers conducted very carerul independent 
inveatlcn t ions l eadins to the acceptance ot t:r . Le.wrenee •s 
20- yoe.r no t es . The:y apparently pro~eeded alon~ t he s~e lines 
as ~ur roco1vors and insolvent staf1 and arrived at the snme 
conc~usl.ons . As o1' today they regard tho settlement as o 
eood one and entirely justified by the !'acts . 

• 
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AU!!USt 8 , 1941 

l.U::lJO!lAllDUM FOR !JR. BELL: 

Subject: Compromise settlements 
negotiated by ur. David 
Lawrence with the receivers 
or the District !lntional 
Oo.nk and the .:>ederal­
American t:a tionnl Bank and 
1~at Co ., ot ~aahlngton, 
o. c. 

In this memorand11r.1 I wish to augment with 
further facts and additional diecuaaion tho information 
in ~ memorandum of July 21, 1941 to Secretary Uorgenthau. 
It 1a not ~ purpose to attempt in thia manner a justi­
f ication of the settlements approved ~y my staff fur I 
believe the files and t he record mnde abundantly support 
the notion taken. No file, however, consisting of the 
accumulated correspondence and documents can over set 
forth all of the circumstances which influenced tho 
action taken end it is with the hop~ that t he pictur" 
presented by the files may be better understood that I 
now undertake to amplil.'y it in this manner . The pro­
cedure by which banks are liquidated under the Statute, 
the limitations under which receivers perform their 
teaks and the nature of the supervisory work of this 
office should be understoOQ. The -'innnclo.J. eond1 tion 
ot the debtor is set forth i n financial statements but 
the files do not conta in an extended interpretation of 
hia condition made in the l i $ht of th e receivers• problem. 
The general object i ves or this office in its work of 
l iquidating banks do not appear, nor do tho l~,itations 
or time, law or e:xpenso . Tho busiJlOU judglnent which 
hnd finally to be displayed can only be dete~ed by a 
process or deduc tion tr~• tho data contained in the files. 
I believe that these impondera~leo should be given their 
due weight • 

• 

• 
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The Federa1-Americo.n !fa tional Bank and Tru.s t 
Company or 17ashington , D. C. suspended J.:arch 6 1933 
and was placed 1n conservatorship . It vo.s pla~ed in' 
o~rse of Cary A • . Hardee, receiver, on Ootober 31; 1933 
wno sorvea un~il t:ay 15, 19311 wnen he was suoooeaea by 
the present receiver, Frederick J , Young . The total 
cl,nima proved against this trus t o.mount to $8 370 ooo 
and dividends or 75~ have heretofore been paid to ' tho 
creditors with a final dividend which Vlill approximate 
9,; to be distributed in t ho illllnoul"~" l'uture . Tne 
liquidation or this bank (with the exception of one 
piece or real estate) has boon completed . All or the 
remo.lninG assets , •vith t.:lot exooptlon, were sold at 
public auction on July 14, 1941 and it i s anticipated 
that the receivership may be wound up 'ilithin t;tc next 
re" mon tha • 

The District :;ationol Dank or 7/o.shington , D. c . 
suspended Karch 5 , 1933 and, after o. period or conser­
va t orsh ip, was placecl in tho obar s o or liorman R. 3amllton 
as receiver , who servea until July 2 , 1936 when he was 
succeeded by Justus s . Wardell , the present receiver. 
Tho to tal claims proven ago.inst t his recei vership amount 
t o ~3 , 916 ,000 , upon wluch dividends have been hi therto 
paid ng(5rego. ting 85,..1 while a i'lnaJ. Cll viaend which will 
approx imate 19;-:: will be avo.il:l.ble within a row weelcs . 
!n this case also liquidation has boon completed except 
t or the so.le of tllo parcelo of renl eotato and a f ew 
pendi ng itemo , all other nssets havint; been solcl nt 
public nuetion July 15 , 1 941, and it is bel ieved that 
the receivership may be YIOWld up wi thin a few months . 

At s uspension both of these receiverships held 
t~o obl i gations of David Lawrence . 

Thll t held br the .>odero.l-J.I:Ierlcan !:a tionaJ. Bar~' 
t. <:rue l; Company consisted of a no te cado by t.:le t 'ni ted 
Stetea Soci ety , a non-profi t corpornt1on which was l ater 
diSsolved i n 1934 , in the sut1 or ,.30, 000 and endorsed 
by David Lawrence . At or about auapenslon Laurence de­
posited with t he receiver o. s even-your t erti life insurance 
policy in the sum of )30, 000 as 11 f orm ot collateral . 
i.lr . Lawrence 'Hns the solo responsible porson upon the 
dobt o.nd his l1abil1 ty was duly preserved by llllvins the 
no te pr otested at maturity . This no~e bore interest at 
t he rate of 6% from Februnry 14, 1933. liO paY'Dents were 
made upon t he note until the month or December, 1936 
when the debtor started upon a progran or payments O! 
~100 per month. These payments were continue~ tor tnlrty 
~10ntho> , untiJ. June , 1939, './hen t 01e:r oe:lsod • . :lese 
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_,aymonts, together with an ortaot or .;>278. 52 , had 
roduood tho debt to a pr1nci~l balanco or ~26 ,721 .48 
by Juno 30, 1939, a total ot v3, 270 . 52 l~ving been 
paid. llo part of the 1nterea t waa paid. 

The debt held by t he li~ocrict NationuJ. Bank 
oonsloced of three notes made by David Lawrence tor 
n1onoy dlroo tly borrowed, all dated ~·o bruary G, 1933 and 
uoaring 6% interest. Thoso no tes aggregated the sum 
of $21 , 332 .2~ ac susp~nslun and ut or abouc suspension 
Lawt•onoe had depos i cea a life insurance policy as a 

14.8 

form of collateral , vthich was oxchal'li;ed for another 
policy in Juno 1937, also a limited term policy. It 
should be re1118.rked tha t this form of insurance accw:>ula tea 
no cash surrender va.1.ue and can only be r~alizod upon 
in the event of the death of tho 1naurod durin£; tbe term. 
It he.s no other value as col:atero.l . l. t or r.tout the 
~!J c ct n\·::r.ens1on the debtor entered u: ... vn a ... .:t·o~l"fiD of 
paytumts o; • .:.c.c _· <>::o nonth r:itll t he ~o•> sorvator . These 
11ore c ontinued froc April , 1933 to Juno 1934, f ourt een 
such pa7-"ents havine then been tlD.dO . At the. t time the 
ll"-Jl'!Ont s "ore increased to ;,.200 pel.' !:IOnth and ccnt.i.nuea 
c. t ~ •. nc r .. ce for r1vo y .... rs , until Juno 1939 wnen they 
censod . Oy t his moans tho debtor pnid a total of 
.,;13, 400, whi ch , with an offset, roducod llis debt by total 
payments of j l3, 695 . 62 , or f rom tho or16inal an1oun t of 
... :U, 332 . 25 to a balance in Juno 1939 of •J7 , G36 .o3. 

Durins c.ae six yenra pri or to Juno , 1939 
J..llltronco hnd reduced hi s debt to these banks i n the total 
runount or :Jl 6 , 974.14 , althoucb not in t he s ame proportion 
to onch. ~ne collection effort !:lOde upon the assets of 
an 1nsolvon t nn tiontu ban.~ 1s !el't to cnu rece1vor , a 
responsible ol'ficer appointed under tho Statute to tnke 
chnrc o or the assets . ,,';'hile his accou.'ltlng , his expenses 
and can~ of his acts nro closely and rocularly scrutinized 
by ~~ o!'f1oe the s eneral eolloc tion e1'r ort ::!'.>S t neces­
cc.r1J.y r ef .1.0~ t .us dili.;enco ond l nl cia t1 ve , .r. of!'1ce 
,/:). to ll.ns :~ls r:>S'.!l CS "l.oaoly ._,,~ checkill6 upon hls enero;y 
and thoroughness by f ield examination and in other wnys . 
An individual asset is brought to the a t tention of ~ . 
staff i n or dinAry cases, when it becomes the sub jec t o1 
J.i tit;~Cion, compromise or a!UO, or ot.lUI' situation requ1r-
1ng specif ic nuthor :u liuvn. 

By the close of r.:aroh, 1939 LaYirence bad become 
nlal'l:led about t he state of his i'inancoa . His debts, 
1ncl~d1ng t :.ose asswned, had 1norenaed materially l'llllle 
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hi• aaaets were or uncertain n•turo and hia earnlna 
power, while large by ordinary a tandarda 

1 
would not 

support his obligations. He decided that some form 
ot settlement must be made with hia creditors to 
relieve him from 1111ned1ate prcHaura, tu preset•ve hi" 
uurning power and to permit him to reduce all hi s 
obligations in an orderly manner . By that time the 
Chandler Act had been passed permitti ng debtors to 
ruako such settlements with all their cro~itorH upon 
t he approve~ of the Court or a defini te plan and with 
the consent or a majority or the creditors i n number 
end amount . This course wes open to him, and he con­
s idered availing himself or it, or he might attempt a 
sioi!er settlement with h1a credit ors upon e voluntery 
basis , seving the expense of a petition in bankruptcy 
and tho publicity attonde.nt upon it. He determined to 
teat out a vo!un~ settlement. To avoid a preference 
he ceased his payments to the two receivers in June 
19:59. 

14.9 

Accordingly he devised a P!an which he present~d 
to nll or' hi a unsecured c'·edl tora .(lor .. by eaci-1 shou~d 
W:\1vo all accrued and unpaid intereat and should accept 
notoa due in twenty years v:ithout interest, payable at 
tho rate of 5% of t he principal each year . 

In due course the Flan wna proposed to both 
r eceivers and was favorably received by neither. 
Lawrence at that point offered both receivers an 
immediate cosh settlement or 10% and neither receiver 
wna !'avor able . Theee cash offers 11ere withdrawn 1n 
.\u.,""Ust, 1039 on the t;round that ouch a payment, "'hich 
he coul d not offer to all his creditors would constitute 
a preference and interfere with the entire project. 

on July 5th and 11th, 1939 tho tTro receivers 
~ut. nitted the Pl an as proposed , with sworn financ ial 
stAt o1..c1:t N d su:.;;:crting d.o.ta , to rr:;y office without 
recommendation !'or its information and esking advi ce and 
instructions . Receiver Young expressed no opinion upon 
tl.o nerit or the Plan while Rece iver \,nrdell luaned t o 
ncceptan.ce . During t his period Receiver Young obtAined 
n credit report upon Lawrence and hin wife from the 
Stone JJercantile Agency. i4Y office asked the receivers 
to obtAin mo1·e iJU'ol'l>llltion abou t t he liquicln ting value 
ot r.ev:rence • s assets; and concerning hi a incon~e and tho 
posei bility of reaoh1ng it by garnishment . The receivers 
did obtAin additional l e t ters , otntomen ts and data from 

• 
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!!one of t i".is data was proparod in the fol'l:lal 
show an a udited condition nor was it vouched 
than by the debtor who, however, t'urnished his 
of condition in affidavit t'orm. 

150 

The mntter stood in thia status w>til September 
15, 1939. Each receiver, independently of the other, was 
tryin(l to assemble i nformation f rom which a decision 

1ni£:)1 t be reached • llei ther w11s fully aware of the repre­
senta tions bein(l made to the otber nor of the a t ti tude 
the other mi&bt be taldng. Pnyments had ceased to both 
receiverships . !.:y office was writin(l al!r.ost identical 
letters to both receivers with vary1n(l results . llei thor 
receiver could obtai n action until simultaneous notion 
was possible and t be situation liaS driftil'l8 • Obviously 
the case was one requirifi(l a rourA table discussion at 
which the same inrormaticn mi~t be ava i lable to all and 
all r.U&}lt have an opportunity to question the debtor . 
Such a conference was arranged for Scptoober 15, 1939 
but I cannot say upon whose initiative . 

This conference was attended by Ln~Tence; by 
the two receivers, Wardell and Yolll'l6 (the la tte1• accom­
pruliOd by ois cl erk Lochte) ; by John ~nderson , of the 
Conornl Counsel ' s office ; and by L. :: . Rood and R. a. 
t.;cCc.ndless of the Divis ion of Insolvent l:at1onnl Banks 
of my office . A full nnd freu diGcuaeion appears to 
ho.vo been had, at which a tenta tive conclusion was 
reached and a memorandum of the discuasion v1ns placed 
in the file enumeratinc somo ot the aubjeote discussed 
and the tentative as reement arrived at . I am informed 
that the discussion t ook the followtne l ines: 

1 . ~y office had been under the impression, 
from previous letters, tha t the debtor was actually 
invoking the Chandler Act to enforce a uniform settle­
~ent upon all his creditors bu t it now developed that 
ho had neither prepared nor filed such a petition. Ee 
had , however , presented his Plan t o his creditors and 
upon h is representations be had , he stated, ob tained 
consents trom "practically 90~ in number• and that the 
consents of the two receivers Tlould r.ml<e the consent 
uno.n1mous . (This staterr.ent was ch anged slif:h tly in n 
subsequent a f fidavit, as will be noted hereinafter) ·. He 
t'ol t thn t t.'le si tun tion VIRS thoroiiOllr in band and tna t 
tho consenting creditors could be depended on tc aid him 
if resort to the Chandler Ao t were still necessary • IJe 
s tl>. t ed that 1t had become nppnront to hi m tllnt tho Plru> 

.. 
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could thua be made operative on Aueuat 16 , 1939, when more 
tha.n two- thirds 1n nwnber and amount or b1a creditors bad 
consented, and that be had thereupon advised them that 
he had decla.red the Plan "operative• . While this act had 
no legal significance it was his way or declaring to his 
creditors that resort to the Chandler Act would only 
servo bo niAI<o mandatory what the maJority had approved. 
!\y starr wero , or course, i n formed conoerninc tho Chandler 
Act and the inab1li ty or a single crocli tor to force liqui­
dation or to enforce a preterl'ad status and realized that 
this course was an active possibility. As a matter of ract, 
there woe some indication that resort to bankruptcy itself 
mich t be hlld . 

2 . The nature end vol ume or his debts was dis­
cuasod at length. The debtor did no t thon or thereafter 
f ilo with either or the receivers a liat of the creditors 
to whom he had presented the Plan. A considerable portion 
of his deb t was held by banks , reference being then made 
to tho !.:ar1ne Trust co. or Buffalo, J:ew York, wbicb·beld a 
note of $30, 000 and e contil'lbent claiM of {>75,000. Some 
part of t he debt was held by tradeauen and people servine 
111111 in his capacity as writer who wore interested in 
preserving his status and earnins power in the hope or 
t'uture business . The members of my staff and the receiver s 
apparently sa tisfied themselves that the debt was genuine, 
that he was obtt.1ning the cooperation he claillled and that 
he VIliS acting in good faith. 

3. He stated t~~t os soon as his creditors had 
accepted the new notes under tho Plan, he would feel free 
to !l'.ako i ndividual settle:nonts wi tb them, in add! tion to 
tho 5 ; .,er annum payments, aa rapidly as be could rnise 
.f.'unde' for that purpose and coul ci tlal:e sui tat le offers, and 
that ho would try to make cash offer s 1n aettleoent to 
tho two receivers before they found it necessary to wind 
up t heir receiverships. 

4 . When it appeared t hat an agreer~ent might be 
r eached t he debtor expressed the wish to review the 
po ti tiona to the court, seeld.115 the noceaaary orders , before 
ootual presentation . This is not an unusual request as 
courts occasionally see I: verif ico tion of the s tn tomenta 
~ade therein by direct examination of the debtor. He 
appeared int erested in the accuracy of the language used e nd 
it woe assumed by my a tart that he wished to avoid news­
Yiorthy or extreme statements that mi Ght reflect wmecessarily 
on hia credit. (This was arransed and tentative drafts were 
later exnmined by him) . 
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5 . Tho status or the debtor• a life insurance '\ 
was discussed but he had previously 1nrormed Receiver 1 
r;ardell that all his insurance hod been lodged with creditor• 
or placed 1n irrevocable trusts . The two policies held 
by the receivers , amounting to $55, 000 wore term policies 
of no cash value • His total insurance was understood to • 
be vory large but he did not file with the receivers then 
or afterward any schedule of companies or amounts . To 
atton~t to disturb the insurance trusts or to reach cash 
surrender values over the objection of beneficiaries would 
require tho identification or the proceeds or the original 
loans with premium payments and thia could not be done. 

6. The f1nanci.al condition of the debtor was 
discussed with care. He had previously s upplied both 
receivers with financial statements in aff idavit form 
ahowins bia condition as of Jllne ~. 19J9 together with 
atatemenh of the United States r:ewa , the Bureau of 
Public Affairs, Inc ., and the Independent Syndicate , Inc . , 
the latter three not beins 1n affidavit form. These three 
corporations were of hia creation and carried on his busi­
ness but he claimed to hold no atocl: 1n them although be 
naa president of each. His assets consisted largely of 
the obligations of two of them for advances made, whi le 
each o f the corporations held assets and had liabilities 
arising from transactions and relationships between the 
corporations . Complete liquidation of Lawrence's assets } 
would have required four rece1verahips and a determination 
of h18 financial worth involved ea timn tea or what these 
liquidat ions mit;ht yield. · Frorn infornw.tl.on supplied by 
the debtor, obtained from the statements and elicited at 
the conference, the follct~ins analya1a was believed 
dependable. 

a . Liabilities aa of June 30, 1939 

$ 9, 681 . 77 Unpaid taxes. 

$103, 815 . 07 Uortgace debt on bo~e . Thla 
debt be!ns separately secured, was not included in the 
debt; made subject to the stand-by as roeoent. ~e dobtor •a 
cenoral creditors would only be affected (and tnen adversely) 
by a detioioncy occurring after foreclosure which, as the 
home waa represented as worth leas than the debt , was a 
possibility . It was disregarded in Gll computations . 
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$115, 525,86 Contingent liability aa 
endorser on curren t obligations or hie operat ing companiee. 
As he believed these companieo would be able to mee t those 
obli gations he did not offer t he 2Q-yoar Plan to these 
creditors . They would ripen int o actual 11ab111t1e n1 
when tho opero.tine compan1u ho.d t o liquidate or de~ \ /d 
~1ose were taken into account in de t ermining net wo ~~ o! • 
n l1qu1dat1orl basts . r 

$373, 000. 00 Notes an<l debts subject t o tho 
settlement. The debtor represented tho.t 90~ of these 
creditors had cons ented to his 20-y~ar Plan. 

C602, 022 . 70 Totnl l 1ab111t1es . 

b . Assets as or Juno 30 , 1939 

$ 596. 74 Cash on hand. 

$133, 390. 00 The aaaosssd val ue of the home 
shown above in his liabilit ies ns being under mortgage of 
_.103, 815 . 07. The sale value wae considered t o be substo.n­
tinlly l eas than this asseesod value. 

$ 17, 650.00 llo te IWI.de by the Independent 
Syndicate , Inc , , and endorsed by J , J , Williams, an 
officer of that company . The statement of tho condition or 

the makor company s hows no assets from which it could be 
paid, while l'li lliams was represented by Lawrence to be 
irreaponsible . The debt wns stnted to l'>.avc oric1nated 1n 
1929 and tha t no interest had been paid, althouoh by a 
recent renewal for five years, it would not tall due until 
1942 . 

$ 53,961, 01 l1o te of the Dureau of ~;atlonal 
Affairs , Inc. Tho balance sheet of this company (as of 
December 31, 1938) indicates tho.t this is pert of a total 
indebtedness of ~390,000 which muot participate 1n any re­
covery from its assets . The face amount of those assets is 
ahovm to be $288, 788 . 76, or which G250, 000 is the carrying 
value of preferred stock of Uni t ed Sto. t eo !lews • As sho•m 
below th is stock is believod to be worthless . Of tho balance 
of the assets , $20, 581. 88 is caah, $9, 384 . 77 is accounts 

• 

• 
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receivable , t410ll. 55 inventory, $1, 595.50 furniture and ( 
fix tureo , and v2, 615 . 06 miscellaneous , It was the opinion 
or rq s tatr that on this showing the aaaeta llli&ht yield ae 
!m.lOh aa e30 , 000 which would be reduced b~ the costs of 
liquidating the company to a maximum of ~20 ,000, or approxi­
mately four cents on the dol lar. Thia asset therefore 
u1iellt not yield more than $2,160 i f the company were t o 
cease operations and be liquidated. 

$248, 467.15 !lotos or the Uni ted stat ea News . 
The balance sheet or th is company ns or December 31, 1938, 
shows that this is part of to tal l iabilitiee or approxi­
l!'.atel;y (;;340, 000. To pay these liab1l1 tics the balance sheet 
showed assets carried a t ~147,502 .14 , of which only ~33 ,520 .54 
18 s hown as current assets while the balance is in notes 
receivable , inventory, building and equipment . At the con­
ference there was a good deal or diseueaion upon l iquidating 
value or these assets . The debtor woa sure that owing to 
their age and special nature t hey woula not yield over 
~10 ,000 while recei ver Wardell waa qui t e certa in they would 
yield ae much as $100, 000 . It aeeo1ed to my starr that 1!' 
liqui dated economically and f avorably, t here mi~~t be as 
much as $50, 000 for the cred1 tors, or fifteen cents on the 
dollar . The note 1n the Lawrence assets might therefore 
have a maximum value of ~37 1500 . 

$ 454, 064 . 90 Total assets . 

The realizable value i n the Lawr ence assets can 
therefore be tabulated as follows : 

{.; 596.74 caah 

2 , 160. 00 Bureau ot l!at1onal Affaire 

37, 500. 00 United S t a tee !lews 

$40 , 256. 74 

• 
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Thi s value must be distributed to ~373 ooo 
unsecured liabiliti e s and to $115, 525. 86 continc~nt 
liabilities (for it contemplates the liquidation of the 
l!llllter companies ) , a total ot ..,488, 525 . 86 or eight cent s on 
t he dol lar , (subject to minor adjustment by way ot returns 
upon the mnlcer liab1l1 ty ) which amount 'II ill be still 
1'urthor redueed by the cos t s or admin1s tering the Lawr ence 
estate i n bankrup tcy . 

My s taff ther efor e concluded that upon a l iqui­
dation ba• i s the no tes held by the two roceivers were 
wort~ not over eight cents on the dollar , that t his 
rocovery must come throush three or four ba~~uptcy liqui­
dations, which they were in no position to brln& about, 
~ith t he attendant delay and expense. If any grea t er 
recovery wore to be had durin& tho life or the two receiver­
ships , it J:lUSt come t~ush the oarn1n~ power and voluntary 
payments of Lawrence. 

7 . The debtor reported his annual earnings to be 
around ~50 1000 to ~55 ,000 . Either at t his confer once or 
to tho receivers the debtor had 1nformod them tha t of 
t~is ~18 , 650 would be absorbed in the annual 5~ paymonts 
on h is defer red debts; taxes amounting to ,;;1a,ooo and 
insurance premiUI!lS of ;.;lo, OOO , whilo the care of en invalid 
son ooa t $ 5, 000 or more a year. This left no provision 
f or l i vi ng expenses and buslness oxponse . The pos s i bility 
Ol' garnishment ot some par t or this salary hnd been con­
sidered but abandoned a s the deb t must f irst be reduced to 
judGment and this \70uld bring on, withou t doubt , the 1nvokl..n(; 
or the Chandler Ac t , or bankruptcy proceedtnss . 

Froo ~~s study my atat t were satisf ied with 
r egard to c er t ain conclusions : 

1 . Upon a l1qu1dnt1on b4G1s the notes helc by 
tho two receivers were norta not over eicht cents on the 
dollar. 

2 . That any attempt to .-orce l1qu1dn t ion by 
lesal t•omedy would r esult i n a po ti t1on wu1er the Chandler 
Aot , or bankruptcy . 

3. That 1nvok1ns tho Chandler Ac t mi{;ht not 
affeot adver sely t he debtor' s oorninu power, but i t mi eht 
prevent him f r om o.f'f'erins a cash compromise set tlement 
lli'terward. 

• 
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4 . That tho best chances or rooovory lay in 
preserving the earning po~er and rroedo~ or action of tho 
clobtor. 

5 . That his life inauronco , althouGh very 
lar ge , could not be reached for the benefit of these debts . 

6 . That during these ro~ntho of negotiations 
nothin(l had occurre.d to make nny of tho numerous persons 
oonoorned suspicious or any naaroprosontation or fraud and 
the statements or the debt or seemed entirely credi ble hie 
t•epute.tion and public s tanding contributing to this f~eling . 

7. That from all that oould be learned the pre­
v~oua payments of the debtor to theoo two receiverships 
hAd been cade ~re regularly and 1n a larGer percentage 
thAn to o~~or cred.itors of the aame class . 

8 . ~~t the possibility or recovery by bank­
ruptcy or by liquidatinz his aaaots showed so little or 
real value and was so renoto in any practical sense that 
the effort 1nvol ved 1n an extullina t1on of the debtor or 1n 
the verif ication of all his atatomonto would not affect 
the rosul t, particularly as a cash set tloment r~as not 
boill{l offered. 

The choice before the reooi vera 'liDs not one of 
legal romocly , which would preo1pitoto the ChAndler Act pro­
tection; or one of a cash se t tle»ont involvil'lG an evaluation 
ot hia assets . The choice was be two en volut.tar1ly consentlt>;!; 
to the 20- yoar Plan and of refusinG to participate, which 
a lao would prec1p1ta te refuge in tho Chandler Act in thei r 
opinion. Consent would certainly proaerve the debeor•s 
earninz power ~~!le refusal aiaht interfere with lt. Con­
sent would so as tar as could be arranged to ensure sone 
small annual reduction and woul~ proaerve tho debtor•s 
right to rake a lump sum aettle~ent later on. It seexed 
quito sure that consent would yield uore than the estitoated 
vnlue of s~ . and sooner and at leas expense nnd 1t was 
hoped this recovery might bo as much as 15;:: durine the 
life or the two rece1verah1po (aa subsequently did develop) . 

I t was therefore the consensus or the conference 
that it would be to tho advantage of the depositors or bot h 
l'ooeiverships t o accept the 20-year cleferl' &d no tes e.nd '111'1 
s tnff informed both receivers that if nnd when they recom­
mended such a settlement, an approval would be for thcoming • 

• 

• 
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OUr general objective in liquidat ing bank3 is 
to achieve the -x1 mum recovery for tho de pod tors with 
the loaat undue delay and at a minimum or expense and to 
do so, aa tar as prac ticable without disrupting the busi.neu 
intereata or the community or working an unnecessary hard­
ship on the debtor , We do not resor t to legal procedure 
unless t here is a definite object to be gained and we t ry 
to obtain the cooperation or debtors rather than their 
hostili ty. The immediate stops deemed necessary in any 
z1ven case are lett to the discretion of the receiver al­
though Ylhen he needs advice , legal or other111se, or ~uidance 
he seeks it f r om my starr who exercise a general super­
vision over the management or his trust. This kind of 
conference has been found useful ll'.IU\Y ti.'l!es in assisting 
receivers to come to o decision na to a course of action. 
~n this case the long continued voluntary payments prior 
to June 30, 1939, amount1nt; to ~16,400 are deoced an 
evidence of the value of the policy. 

Following this conl' eronce the tvo receivers 
immediately wrote t o my office recommending that they be 
authorized to accept the 20-year notes , 

Under date of September 16, 1939 Receiver Young 
of tho Fedora'l-Amorican National Bank and Trust co. wrote , 
"In view or the information supplied by h!r . Lawrence in 
yostorday•s conference and based on his insolvent condition 
it 1e recommended that I be permitted to join other credi­
tors in accepting the twenty- year plnn or liquidation as 
outlined above . " 

Under date or Soptombar 22, 1939, Receiver 
r:ardell or the District !lational Bank wrote 1n part: "At 
this conference a thoroush discussion of the assets and 
liabilities of the debtor and his present a.nd prospective 
enrn1nsa was bad as well as his offer of aattlement which, 
if accepted, will result 1n this trust receiving a new 
no ta made by Mr· Lawrence in the principal acount or 
~7 ,636. 6:1 , wi thout interest , maturing in annual install­
menta over a period or twenty yaara, the firs t or· s uch 
installments t o be pnid one year from the date or said 
no te . ur . Lawrence has also adviaod that with the accept­
ance or this plan or compromise settlement by this t~~st 
he would than be in a position at a later date to offer 
n lump sum settlement covering his i ndeb tedness • • • 
Considering the circumstances and as it appenre f rom con­
rerenoea hol d that the beat interest or this trust can be 
served by the accept ance of tha of fer as now tendered by 
~~ . Lawrence it 1e accordingly recommended that I be 
authorized t o petition t he court tor an order permitting 
its acceptance . " 

• 
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U1 start, however , did not immediately approve 
the aooeptance or these notes , Under date or Septamber 
20, 1939 a letter was addreaaed t o Reoeiver young aak1118 him to obtain additional intol'llllltion about the United 
States Society, the maker upon the note he bold and 
aalclng the t he obtain verification i n some mann;r of 
Lnwronce•s statement that 9~ of bia creditors bad acceded 
to the 20-yoar pl an. The receiver advised October 6th 
that the corporate existenco of tho United States Society 
had been terminated in 1934 and tha t Lawrence hlld asownod 
1 ts 11ab1li ties . 

Wi th this letter of October 6th receiver Young 
enclosed an affidavit of Ur. Lawrence in which it was 
stated that his plan wns eubJ,tit ted to all or his creditors, 
thirty-five in number, who bold a total or ~372,371 .07 
of unsecured notes against him; tb.ll t acceptances u of 
october 6 , 1939 bad been received troa 32 out of the 35 
creditors, with a total holding of substantially in excess 
or two-thirda both in number and amount; that two of such 
acceptances coverill8 $9, 047. 96 were oral and were to be 
confirmed in writing; and that the only three creditors 
tb.llt bad not then accepted were an estate in New York 
holding $5, 000 and the two Washington receiverships and 
that the former had signified an intention to accept when 
tho two receiverships consented. Aa stated above this 
statement was in affidavit form. 

Under date of October 18, 1939, more than a 
month after the conference , m:v starr authorized both 
receivers to petition the court tor an appropriate order. 

These petitions were prepared in due course and 
were submitted to JUdge Proctor, and at the same time his 
attention was called to the she of the debts and tho 
ident1 t:v of tho coaprom1aill8 debtor . Before sJ.sninS the 
orders he called before h1m receiver Youn& and a represent­
ative from the office of receiver Wardell and in chambers 
be examined into such matters c s the value of his homo, 
the amount of tho mortgage , his income, the nature of hie 
debts and the contents of the financial statements • 

The petitions a• tiled by the two receivers are 
i dentical in form, as both are aorvod by the same firm of 
at torne:rs and both show to tho court that Lawrence hao 
repreeent~d that his 20-year plan baa been submitted to 
all hie creditors and that all have accepted except the 
New York estate and these two receivers and attention ia 

• 
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called t o his financial stato~ent , nnd they conclude 
·u1 th thooe words : "Petitioner has made a study or the 
aosots and l1ab1li ties of the debtor and his pt•esent and 
prospective earnings and has concluded that it is to the 
best interests of his trus t to accept tho ~aid offer in 
compromise" , 

Both receivers immediately consummated the 
settlements by accep t ing tho nev1 notes as contemplated 
and the first phase of this matter was closed. 

Following the settlement outlined above , 
receiver Young of the Federal-American llation.nl Bank and 
Trust co. was holding a note in the sum of ~26,721 .48 
payable without interest in twenty annual installments , 
datod August 18 , 1939 . In August 1940 Lawrence made the 
nret payment or 5%, amounting to :,..1 , 336. 07 reduciJlg the 
debt to a balance or ~25 ,385 . 41 . 

In the se.me manner receiver '.?ardell of the 
District ~~ational Bank was holdinn a noto in t he sum of 
~.? , 636 .63 payable on the srune tot'ms . In Au:;us t 1940 
l,awronco made the f irst payment of 5,; in t ho sum or 
;,>381 . 84 reduc i ng tbe debt to a bnlanoo of :;? , 254 . 79 . 

l>arly in 1941 it became apparent that it TIOuld 
bo possible to so nearly complete the liquidation of the 
two reooiversh1ps within a few ~~nthe as to no longer 
j~stll'y the expense of a receivership office and statf . 
Co~~ receivers were ins tructed to contact all reoeinL~ 
debtors and to inform them that the assets must soon be 
disposed of by sole to the bi;;bea t bidder . J,e;:;o tia tiona 
were soon a tar t ed by Lawrence looltinG toward a l utlP sum 
ccsh eottloment in tull co~rociao o! all hie lla~ili ty . 

His offer t o bo~'l receivers 11ns pa;yr.1en t of 10,; 
ot tho face amoun t of the 20-yoor notos accepted in 1939, 
makinc wi th the 5~ paid in 1940, a total recovery a!tor 
con3ont to the pla~ of 15~ of the then bal ance. Pr otracted 
end difficult negotiations followed. 
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TakinG up fi rst the reactiono of rece i ver Young 
of the Federal- American 1:a tional f.nnk l.. Trust co. , the 
offer was sulr.li tted in the receiver • s l etter 0~ •·arch 1 
1941 with the recommendation that it bo roject~d: L~<~~nce 
had represented to him tha.t he hnd boon unable to make 
nny or the first annual paytaen h or 5;: except t o the two 
Vlcshinc:;ton receiverships and that he v1ns in default on all 
of t he balcnce , his defnul t necrogatinc vl 6 900. 64 and 
did not !mow when they c <;>uld be ntadEP thnt he v1ns unable 
to make a be t t e r off er nnd would hav~ to let his note ~,;o 
to ao.le , preforrine to take h1a chances with the purchnser 
rn thcr thtm inc1•ease his otter; e.nc:i. t hnt his financial ' 
ccmd1t i on had no t lll8.terially cluuliJed . Receiver Young 
expressed the belie." thB t the Lawr•enco note would be worth 
r.1oro i n tho final sale than 10,.; nnd 1•ecourueuded r ejection . 

JOy s tar1' , by letter dAted i.:Orch 14, 1941, ll{;reed 
with hie that t h e settleoent wna not too favorable but 
haViJ'1G i n mind the early closinc or the receivership and 
tho well-l~own dis inclination or aoset ~uyors to inves t 
nny aubo ten t1nl amount for uncollected assets , and parti­
cularly for a 20- year note .ulde by a r:nn or such uncertain 
financial condition, 'fla f elt that he should recons ider the 
o."fer unless , ar t er calling in several i ndividua l s or 
!'irua i n the ha bit of buy1ne; paper ol' this ki nd , he should 
c at a better offer . 

Receiv er Younc , by his l e t ter of April 8 , 1941 , 
stated tha t he had s olicited o. h1;.;hor offer r' rom Lawrence 
wi t hou t success and submitted D. copy of a l etter f r om 
Uwrenoe anyt.nc. that he wns then in defnult for over 
.•. 15, 000 or the firs t s;; payments due i n 1940 and that there 
would be due ~17 ,000 i n Aucust of 1941, and that he had no 
.'unds wi t h which to moot e1 ther p,ayuont . Also that )-_is 
ofl'ora to these receiverships required that i n fairness he 
uako s imilar offers to his other creditors which i f accept ed, 
t~ould require an a dditional ,._17 , 000, or ,..49, 000 in all for 
which he did not possess the reaourcoa , and h1ntinb that 
before tho end of 1941 he o i C)lt 1'1nd it nocess &ry to seek 
a now arran13ement with his croCi tor a Ylhoreby the debt would 
t e oca1ed down. The receiver rep,orted that a f ter Cis best 
efforts to develop an offer for tho note he had suoceed~d 
in gettine offers of :; 2 , 250 and , 2 , 500, neither of ~:hicn i a 
o.s l nra o as the l Of, ottero<l by Lawr ence . 

Receiver YOUJ'1G concludea h is l et ter of April ~th, 
anyilliJ : "I have had several oontor onoes recently with J.lr , 
David Lawrence . • • • The reaul ta fro1n t hese conferencee 
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oontirmad tho fact that he ia not f inancially able to go 
any hi gher than 10%, the &lllOunt oUal'ad. considering the 
recent investi gati on tbat I have made and the lack or 
interest shown by prospective buyal'a and the tact that the 
trust is in the proceaa or tennina t ion and the sale or 
assets scheduled for the near rutul'e, I reapeottully recom- • 
mend the acceptance or the ottol' of lQ% ••• • • 

14y ataff approved acceptance of the offal' by 
letter dated April 21, 1941 and authorized him to petition 
the ooUl't. In duo course the peti tion was pl'essnted to 
JUdge Morris . 

Judge ~orris declined to aicn the ordel' until he 
had had an opportunity to intal'view J.lr , Lawrence per:sonally, 
which waa arranged. In answer to the questions or the 
JUdaa, !Jr , Lawrence atatad that be had an expensive home 
encumbered by a mortgage of $103, 000 which be had tried 
unauoceaatully to deed t o the mort sagee . Also that although 
be haa an i ncome of $60, 000 his tuea amounted to 3S,: or 
mol'e ; that he had an invalid eon whose care coat $6,000 pel' 
year tor whom he is co.rrying heavy 1naul'ance; that hie 
proteaa ion entails certain expanses ; tha t he would like to 
w1 thdl'aw the ofrer i f it aeented un1'a1r to the court. 
Judge llorrie was still unw1ll1ne to sign the order without 
a showing that some others of tho Lawl'once creditors had 
accepted settlements or 15)! of tho race runounts. Thel'e­
artor there were placed in tho court tiles l et t ers from 
the Chemical Bank and •rrust Company of New York.!. administ­
erinG an estate which owned a Lawrence note of vlO, OOO, and 
from Chadbourne, Wallace, Parke and \'/hi tea ide, attorneys in 
new Yor k also adm1nister1ne an estate owning a $5, 000 
Lnwrenca note , stating that each had settled simile.r notes 
with Lawrence on a basis of l5j~ ot t aco. 

The :settlement was consUllfJ.ted on L:a:r 23, 1941 
b7 payment to the receiver or the aua or $2 , 6?2 .15 whore­
upon t he receiver cancelled and delivered the note and 
returned the term lif e insurance policy. This paywent 
nduced the debt to $22, 713.26. 'l'ha total paymen~a attar 
the bank suspended amounted to ~7 ,286 . 74, or 24 .3~ of the 
ori ginal principal ot $30, 000 with no expense except the 
coat of two cour t orders. 

Turning now to the reac tion or receiver wardell 
ot the District National Bank, holding an unpnid balance 
ot $?,254.79. 

0 
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J.ir , ';/ardell, by letter dated .-ebruary 20 1941 
recommended rejection or the error of 10~ saying thnt he 
believed it would bring at least that much 1n t he final 
sale or a:sets then scheduled for tho month or June. He 
writes: In July 1939 ~. Lawronoe r evealed hia income 
aa be1f18 between $ 50, 000 and tss,OOO a yoar . J.lr . Lawrence 
ia one of the leading columnists J.n tho country. In light 
of tbia income and the generoua treatment or his indebted­
noaa aooorded in the oomprom1ao of August 1939 I am unwilling 
to reco~end acceptance of the present offer . • He encloaea 
a copy of a letter from Lawrence to him stating that he 
did not pay the 1940 payment of 5~ to any other creditors 
than the two receiverships and that be would no t be able to 
meet the 1941 installmente. 

By letter deted :.:arch 8th lilY st&rr made the same 
sussestions to receiver Wardell that had been made to 
receiver Young; that the note is non-interest bearing and 
considering its tam and the financial condition or 
Lawrenco , it cay be unattractive to aasot buyers; that tho 
ot!'er covors all payments that could be defaulted until 
August 10 , 1943. It was i'urther eug,~ested that he crter 
the no te ror sale 1n an errort to obtain a price h1£ber 
than the Lawrence offer or 1cr,; . 

The next letter from l'eceiver Wardell is dated 
April 11 , 1941 in which he ren1aina unwillinG to recommend 
the Lawrence ofi'or or 10~ . He hnd tried to sell t he note 
nnd had round one buyer Vlho •tould pay ~1 1500 for the note 
(approximately double the Lawrence oi'fcr1 it Lawrence 
v1ould (quoting) "eubmi t to the phyaicnl elti.ILlinn tion required 
in obt&ining such life insnrn.nce protection. P' · Lawrence 
has refused to entertnin thie preposition, stilting that 
others having insurable interest i n him have been unsuccese­
ful along these lines by renson or havinG obtained the 
limit or lii'e insur ence . • When Wardell attempted to plead 
tbe advisability of this insurance nnd the ease of compliance , 
Lawrence reminded him that he had paid this bonk a larser 
proportion of its debt tha.n t hat of any other creditor. He 
closes bia letter as follows: "~his tender has received ' 
lilY fur t her carefUl considera ticn. If D' · Lawrence would 
ac;roe to the res tors. tion or tho amount of ~.13 , 380 • 63 due 
fthen the compromise was effected and not seek additional 
concession and then make a tender, I woul d be disposed to 
urge favorable consideration. nut a concession bee already 
beon made and 1n one and a half year 's time be seeks 
another revision cutting greatly the amount agreed upon 

• 
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after serious consideration a yoar ADd a haLt -so ln 
view of the large income or the debtor and eubs~t1al. 
concessions made 1n the last compromise effected I cannot 
conao1ent1oualy recommend the acceptance or the present 
tender . I should very muoh prefer to have your apeoifio 
ine trUO tiona !ri tbe premiaea , II 

This of course plnoed ~ starr 1n something of 
a dilemma . The recommendation or receiver Young to 
accept l Q% on a debt or $25, 305. 41 was 1n their hands 
waiting action. Receiver Wardell waa unable to aee hie 
way clear to accept the aame otter on a debt or $7, 254.79. 
The same facts were available t o both receivers and the 
same situation existed. Both receiverships were within a 
f ew weeks of a flnal sale of assets. There was no good 
reason to accept one offer and reject the other. If 
either were objectionable, both were and if one were deemed 
in the interest of depositors, no good reason existed to 
deprive the other body of depositors of the benefit. Tho 
receiver holding almost three-fourths or the debt was on 
record favorably to the otter. 

The two files wore again atudied and all the 
representations or Lawrence reviewed. t!either receiver, 
in almost two years had been able to discover any evidence 
ot bad faith , misrepresentation or fraud. They advanced 
no reason why the written representations of Lawrence 
wore not credible. 

It waa finally determined that the situation was 
brought about by a difference or opinion which could not 
be explained on the basis of any facta available to ~ 
office and that in its supervisory capacity it was neces­
sa.ry t o resolve the d1tficul ty in the moat reasonable 
manner 1n the interests or both bodies or depositors . 

It was accordingly determined to approve the 
acceptance or both offers and letters to that effect went 
f orward to both receivers under date of April 21, 1941. 

Receiver wardell thereupon bad counsel prepare 
o petition to the court to wh.ioh was attached as an exhibit 
the letter of ~ staff approving the offer dated April 2lat, 
reading in part as follows: 0 17h.ile you cannot reco~end 
aoooptanoe of the offer, your errorta to dispose 01 thia 
note to investors have met with no auoceas and • • • • • 
we are of the opinion that the offer should be accepted." 
The court on noting that the reoe1vor did not recomme~ 
reruaed t~ aign the order until the receiver could aee a 

• 

• 
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way olear to do so. ~ben advising receiver Wardell that 
tho court had taken this at t itude upon t ho potition, his 
oounael addressed a letter to him under date of June 30, 
1941 , readin~ in part as follows : 

"To me this David Lawrenoo matter is strictly 
a business one, As I thuut I have told you, 
when the comparable settlement with t h e 
Federal- American Na tionnl Ennk and Trua t 
Company was sent t o mo by !Jr . Young , I wrote 
n rather stronc letter to hlm objecting to 
it. Certainly I am in no respect prejudiced 
in favor of Do.vid LnYirenco . 

"After •tritins my letter to JJr , Youn.:;, !lo\7ever, 
he telephoned me and d iscusoed t he tr.atter .in 
s oce detnU and t hen he a.nd :.:r. ~loinr.right of 
this office and !Lr. Lc.wrcnco went down and <ih­
cuaeed tile matter with Jud;;e .:orris . Jud;;e 
Lorris had refused to sicn an order approvins 
t he settle!!!ent with th e Fedoral- l.noricnn 
!!a tional Bnnlt too True t Compa.ny, but finally did 
uo after there had been submitted to him letters 
showing comparable setLlewonts with two estates 
in J:ew York, and also two letters shot~ing that 
o.ffers lower in Clli\OW1 t than t r. :umrence ' a 
o!'.fer had been ll'.nde by other in vee tors. 

"Therefore , it seec1a to me clenr that this 
matter co:nes dov:n to t h is - the exe.cutors of 
two estates 1n New York , nnmely, the Ch~icnl 
J3an}: and Trust COI'lpllny of Hew York, and 
Chadbourne , linllaco, Parke l: \7h1 teside, !'>..ave 
accepted the sane sottle~ent from David 
Lawrence, and Jud;;e ;.orris has approved e. 
similar settlement with tl1o ~'edoral-I.I:lerican 
!:a tional Bank and <;.•rus t Co:~rany . As I W1~er­
stand 1t, you hnvo aou;;ht to get o ther of.ers 
for the Lawrence no tes hold by you, but that 
the largest or.fer you have received is less 
than the David Ll\wrence off er. Base~ o~ these 
facts , there appears to be not the •~i~test 
reason for believlnc that any hicher of.er 
will ever be rece i ved . 

"1-'urthermore Vlh1le I wco not pre~ent, I am 
told that du~inc t ho discussion with Judge 
Morris, :.;r . ta.:r enoe stc.ted a fevt !'nets which 
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have some bearine on the aliuation. In the 
first plnce , he stated thnt while he .lives 
in nn expensive house , such house hns a 
mortgage upon it of approximately ~105 ,000 .00, 
ru1d he has offered tu tut~ tho house over to 
t he mortgns e o·;mer , bu t t hn t s uch offer hns 
been rejected; and thnt while he makes a com­
parat?v:ly large Broca 1no~no of somot hin& 
over .,;7v , OOO . OO a yonr , his cot•responding obli­
c n tions nre also very largo. r'or exn:nple , I 
U l dars te.nd he told Jud(;e IJOrris that 0 !:8 of his 
sons is i n some sort or c.n i nstitution and that 
it costs ap!'roxh.ntely \}6 , 000 .00 a year for 
his mnintenanco and becnuae or t his son•s con­
di tion, he feels it abs olutely necessary to 
carry a cou:parat1vely larce llllloun t ol insurance 
fot• the .:Ut=e s upport or s uch child . v l' course 
his incon:e tax is h1bh and he told .ru<~&e :;orris 
of various other expens es, s uch as l abor costs, 
etc . 

"In addition, of course, the ob.li<:;ation noYT teinc 
discussed is in the fot~ or n note f or ~7 , 636 . 63 
payable in 20 yearly ins talments of , sa1.34 each 
without interest, one payment hav1~~ already 
ueen mnde . J.:y e uese woul d c o t ha t few investors 
Vloul6. be interested ln buying such an oblit;ation 
since the worth o l such -.vliga tion i s dependent 
on t i rely upon tho future enrninga of L:r. Lawrence, 
and h is l i f e expec tanoy. I do not know exactly 
hOYI old he is, but I ihiru: ho is nbou t 50 ;~ears 

old, or s.li$htly ovor thnt nt e • 

"The above 1s hO t writtcll to convi nce you of the 
soundness of t he prosont otter . With thnt I 
have no~hin5 to do, my function coins entirely 
~t of a lawyer in tho nattor and all tee busi­
ness negotiations havlnl; been had nith you and 
the comptroller's off ice . 

"It does seem to me , hOflover, that this present 
offer will have to be sub~ tted t o the court 
without reservation, ot• no~ submitted at all. 
I t is teo much to expect tho Co\ll't to approve a 
compromise not npprovod by the petitioner. 

"Shall I submit tho rov1aod petition?" 

• 

) 
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Thia letter seemed to contain information that 
waa new to receiver Wardell notwithstanding the fact 
that this settlement bad been diacuaaed verr thorough! 
time and again and he had bad numerouo conreronces wt4 
the debtor for he addresses a letter to his counsel 1n 
reply to tao above, reading as follows : 

" I hnve your le t ter of even dote 1n respect 
to the David Lawrence indebtodnees to the 
District national Bank. 

"You revealed to me in your communication 
oome matters with wh ich I wao unf~iliar. 
F'or instance, I had no distinct impression 
tba t itr . Lawrence 1 a hOlllo had a mortgage of 
approximately $105, 000. I certainly bad no 
impression that he bad offered to turn the 
house over t o the mortgagee , and that such 
offer bad been rejected. I bad no knowledge 
whatever of the fact that he baa a son 1n 
some sort of an institution and that it coats 
approximately $6, 000 a year for his maintenance, 
and because of this aon•s condition, r.:r . 
Lawrence feels it absolutely necessary to carry 
a comparatively large llli!Ount of insurance for 
the future support of such child. 

"The criticism I have to offer is based prin­
cipally upon the tact that t.tr . Lawrence 
refused to p_ermi t h is lito t o be insured to 
the extent of the amount the purchaser was 
willin& to pal for tne note . I could sell 
the note for :;;1 , 500 if be .,ould ngl'ee to the 
issue of such 1nouranos . However, h e may 
have reasons that are purely personal and 
perhaps I am unfair in Qy deductions . 

" In the 11.ght of all the oircu:natanees I 
think it would be well to au~t the revised 
petition, as probably no oore could be obtcined 
at the sale and perhaps not as much • • 

Vo'hon the petition bad been revised to contain the 
recommendation to the court that tho settlement be approved 
ancl that the order be grant ed and the revised petition was 
presented to the court, it "as immedintely signed_. It may 
be prot! table at this point to quote the language used by 
receiver wardell in the revised potition to the court which 
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oontaine hie recollllllendation that the settlement be 
accepted, Which is aa tollowa: 

"In a letter to the Comptroller ot the curronc7 
dated April 11, 1941, petitioner requested in-
structions from the Comptroller or the Curreno7 • 
stating that petitioner could not conscientousl7 
recommend acceptance of such offer. Since 
writing such letter, petitioner has been informed 
of the facts stated above, nnruel7, that the 
executors or administrators of two estates in 
New York had accepted otrora f rom the said 
David Lawrence upon the basis or tho same 
percentage as is involved 1n the present otter 
to petitioner . Furthermore , oetitionor has 
sought 'offero for the indebtedness of the said 
David Lawrence from several possible purchasers 
with the result that one otter was received to 
pa7 1~ of the amount reca1n1ng due , or $725.47, 
which 1s less than t he a mount ot ~763.65 offered 
b7 the debtor himself. Jlo other otters for s uch 
asset have been received by petitioner . In view 
ot the f act that petitionor•s efforts to dispose 
of this asset to investors at an amount in excess 
ot tho debtor•o tender have met t1ith no s uccess, 
it is apparent that the otter ot $763. 66 is the 
maximum that oan be obtained during the remaining( 
lite of this receivership . Under the circumstancb. , • 
it is believed to be to the boat interest of the 
creditors of this rooeivorship to accept the 
present off er.. The aooep tanoe of said offer has 
been approved b7 the Deput7 Comptroller or the 
Currency as is shown by a copy of a letter doted 
April 21, 1941, fr0t1 him, mnrked Exbibi t B and 
nttached hereto .• 

~erentter ~. Lawrence completed the settlemen t 
with Receiver \"/ardell payin& to him the sum of $765 . 66, 
reducing the unpaid balance to $6, 491.16. 

The total payments upon the debt, which at 
suspension stood at the BmOunt of ~21 ,332 . 25, made during 
tho life ot the receivership, therefore amounted to 
.;)14, 641 . 09, or 69. 6)l or thO original debt . 

As stated above there boa never been presented 
to my otfioe any evidence that any pertinent tact was with­
hold during the negotiation of theao settlements or that 
tho debtor misrepresented the foots in any way or that 

·----------
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anr traud was committed upon the depositors ot these 
oloaed banks • On the other band there is considerable 
evidence to the ettect that these two closed banks have 
tared much better at the banda or Lll' · Lawrence than 
others or his creditors in the some oloss and that t hose 
to whom he has not yet made an otter in aettle!lent will 
more likely be asked to still further scale tho obligations 
down than otherwise • My starr is convinced that the final 
settlement whereby the two receiverships received 5% and 
l~fo ot the 20- year notes was to the advantage or the 
depositors and that it represented a e reater recovery 
than could have been obtained from tho assets of L~ . 
Lawrence 1n any other manner. Particularly is this true 
it the extreme remedy of bankruptcy had been attenpted 
or if the debtor bad resorted to that retuge when it is 
quite appa.rent tha t the coats and delays or liquidation 
by that means would have largely defeated the interests 
ot t hese depositors whose recoivorsh1pa are sub ject to 
early termination, and they would necessarily have lost 
the benefit or tho debtor's earning power. 

It should be added that the first settlecent is 
baaed upon representations made to the receivers of these 
bnnlcs under oath. Should it appear that any t ral\d or 
misrepresentation of a material nature causing a loss to 
these depositors has been perpetrated, the settlements can 
be set aside and to this end the courts talce an attitude 
liberal to the depositors when such a situation is found 
to exist . 

Col:l})troller ot the Currency 

• 

• 
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04TK iugnat 8, 1941 

It newspaper editors know their readers, thare is a tide 

ot optilllis11 about the wa.r throughout the land. 1 good 111&111 

editors call it oYer-confidence -- or wiehtul thinking. They 

feel obliged repeatedly in editorials to caution the public 

against raising ita hopes too high. 

Rueaia•a checking of the German blitzkrieg thus tar, 

together with Britain's sustained aerial ottenein, baa clearly 

gone a long W&T toward diaeipating the diaoourag111ent which 

preTailed in the United States not long ago. There la a feeling 

now that Hitler U3 be beaten without direct Perican participa­

tion in the war. SpeoulatiYe atoriea about uprisings in con­

quered terri to17, about waning German IIOr&le, appear in the 

preaa with a frequency and prOIIinence which reYeal the public's 

aTidity tor reading them. Certainly there ia a terrible letdown 

in store tor the !merican people it Ruaaian resistance should 

now suddenly crumble. 
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!xtruagant hopea han been oonaoioua}J foetered bT the 

iaolationiate . Their line ia that we naecl no longer wor17 about 

Hitler; Stalin and Churchill will take care of him. Thie ia 10 

precise~ what Americana want to believe that it ia perhape not 

entirel7 without effect. The Gallup Poll published on !uguet 1 

indicates, however, that it hae not yet diminiahed popular eup­

port tor the aid-to-Britain policy. Seventy-two per cent of the 

aaaple polled held that helping Britain ie aa t.portant ae ever, 

despite the Nazi-Soviet conflict; onl7 20 per cent recorded op­

poei tlon. 

The editore themselves have been both eurprlaed and pleased 

at Ruaaian realetance. Current editorials indicate, however, 

that to a good m&llf of them the eurpriae ia proving rather greater 

than the pleasure . ! decided majority continue to inaiet staunc~ 

that Nazism ia the onl7 menace to America. But they tear the 

Communists even when bearing gifta. 

The New York Tbee, for uurple, 1n ita leading editorial 

for !ugust 6, argu" that although •it 1e Hitler and not Russia 

that conetitutes the iaaediate threat to ua • • • at the eame time 

it muet be clear that our primary interest i e not in 'helping 

Ruaaia• but in •atopping Hitler• • •• Stalin ia on our aide today. 

Where will he be tomorrow?• 

• 

Regraded Unclassified



171 
- 3 -

There are otbu aipa of editorial cliett.~te for ghloc 

aore than for.al aupport to the U. s. s. R. Soa. co.aentatora 

regarded Vr. Bopkina• Tiait to Voecow and Vr. Wellee• pled&• of 

full eoonoalc aaaiatance aa la7ing it en a little thick. There 

haTe been rather frequent expreaaiona of relief cTer the fact 

that we are aelling, not giTing, araa to aaeociatee whoa eTen ao 

Tigoroue an inttrnntioniat paper ae The Ricmond T!.ea Diap41tob 

ret ere to ae the 8 Bolahnht brigande in the tt:ralin. • 

What the !Mrioan preae hopee for on the eastern front h 

not a Ticto1'7, but a at&le•te which will bog down the Geran 

armies auffioientlJ to tb.art their aggreaeiTe instincts. 

Heat on Japan 

The preaa baa adopted an extraordinarily bellicoee tone 

toward Japan. In part, thia .a, etea froa a deeire to !.preea the 

Japaneee with !aerica•a readineae to fight. In part, it ae ... to 

be a rnction froa our uoidanoe of war in Europe -- a c011ptnaat1on 

tor the caution whioh hea cbt.racterbed our beht.Tior in the W11t. 

It it worth notiDg that a Gdlup Poll ahowa no coaparable bel­

ligerenc7 in the part of the general publio. The reeulta of a 

aurTe7 published 1uguat S presented 51 per oent in faTor of checking 

Japan enn at the rhk of n.r, 31 per oent oppoaed, 18 per oent 

undecided or with no opinion. 

• 
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There wu nearly unanimous editoria l approval for the 

freezing of Japanese assets . W&Df of the commentators assumed 

that this meant the application of full economic sanctions. A 

considerable number expressed keen disappointment that the Admin­

istration is still "temporizing" with the Japanese. Almost all 

insist that stringent economic measures be taken in response to 

a~ further aggressive moves in the Orient. 

The President's explanation of American policy in the Far 

East wae accepted ae valid and reasonable by the majority of com­

mentators . But they are glad t o think that the policy baa now 

been abandoned. The commonest editorial heading for comments on 

the subject was "An End of Appeasement.• The moral generally 

drawn from the Japanese occupation of Indo-China was that appease­

ment baa once more been proved a failure -- this time eo conclusive­

ly that it must not be resorted to again. The term "appeasement" 

now appears to have uglier conn.otations to Amer ican ears than ever 

before. 

It seems possible that American editorial writers have 

indulged in an oversimplification of the Japanese problem. They 

are inclined to attribute Japanese expansion to the ambitions of 

a handful of •war lords" and to suppose that these ambitions can 

be overcome by a sufficient display of force . They take it for 

Regraded Unclassified



- 5 -

granted tb.t.t conflict with the United Statu would be suicide t or 

Japan; editorial ca.menta are replete with contemptuoua phl'aaea 

such aa "littl e rellow men.• The TUlnerabilitr ot Japan's citiea 

to air attack and ot the island to blookade are cited trequentlr• 

In short, American newap&pera dislike, distrust and diadain the 

Japanese. 

The action o! France i.n applring to Japan for protection of 

Indo-China produced vigorous resentment over here. The prevailing 

sentiment appeara to be that an end of appeasement on our part ia 

in order tor Vich7, as well as tor Tok7o. 

Secretarr Ickes' program tor voluntarr conservation ot gas­

oline haa evoked a good deal ot grumbling -- prinoipall7 on the 

ground tb.t.t oil continues to be ahipped to Japan. 

Newapapera took with remarkable cala the aenaational ruaora 

173 

ot a ~~eating between President Rooaevalt and Prime Klnlater Churchill. 

Same compared it with the Hitler-Kuaaolinl conterencea at Brennero, 

finding in it a ar-bol ot democratic unitr to match the dictators• 

partnership. 
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....... 01 tbl 1.apertaMo ot \Ill a t aolle ........ _.. 

proparo ..,..hl .,._.. la .......... \bea tal~ Jlfl 
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'lloln aro to.-lotM, tMrotoro, tor U.O ,al h M., * 
loar4 Ia tile w*IAI "' ot tM pl,..o la .. ,all. 

'1. At uao proooat uao, oao aoo\ 1apon,.., 11111 a 

h \bo aata\• a 1 et .u .. a~~ ..... ot \bl pOUt ta t..,t. 

on.. ota~t)' of .U torelp 111 t•P 'llalM ot t.,.S Ml * 
~•Uoa ot lewerlac et prloo• aro 'lloO rola\M to tlala 
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In r~lT roter to 
M 89M0/2IU! 

"""''' 8, lglll. 

'!'lw s.crot&r7 of S\ato pr .. ooh hio • •"Pliach 

t o t ho Boooreblo \he S.Cret&z7 of tlw !r•lllr7, AAd 

eDCloo .. a e<>P7 or otricU:r coo!ldii>Ual do~tch doted 

Jl1l;r 2, 1941, !roa tho .UO.ricao OooODlato Otnorel, 

Shn&t•l, ChiD&, treoooi\Uot: -r&Ddo pr~od !<# 

tho !ro&tllll'T D.partooot r~r .. ootat ho, llr. llanuel Jox. 

Cop;r1]C S/ S/''+1 
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!10. Eoibaoof, China 

NO. 6o2 
ml J'ODIG!i Slal'lOJ 

or m:& 
tminD mTlls or .6.11E!UQ.I. 

COil' lll£lo"f I.1.L 

.I.IIEIUQ.IJI OOISUU'l!li <E:!lli:BlL 

Sbenpt. ChiD&, Jul7 2, 1941 

S1l3Jl;Ofl 'l'ran.-ittal of W.Orancla Pro1'&>'14 tor il'e&OVf 
llo1'&>'-.,t iepreocntatiYO llr, llo.Auo1 Pox 

m HOWOtDWlLll 

SIR I 

I bo.Ye tho honor to re:tor to tho llo1>Utllnt '• 1utrucU011 ot 

11&7 10, 1941, (tilo no, 89J.'J)/i42) oODft:riAc tho roqueot of tho 

TrlaoV7 lli1'Utact tor data OD eco11oalo ant tlD&Doial oui>Jooh 

ant t o ~ u•tch no. 548 of Juu 16, 1941, b roplf, ODt1tlo4 

"!ackcrcwoa. ll>tozwat1o11 011 Probl•o of llaintnuoo ot &D bcbo•ce 

StabllbaUon :rw.a. 1D ~port of tho OhiDooo 1\lAD 111 tho Slvo•r;b-11 

roroip :Exch&Dp llerll:ot.. and to torw.rd btrori tb two ·-r&Dcla 

proparoll 1n thio Oonaulato General b7 llr, .1., lll&Dil C&1tor, .l.ooht ­

&Dt 0o•oro1al .l.ttacho, for ucl. at tho roquoot of llr, llallue1 Pox, 

Tre&turf llopartmollt roprooontati .. &Del ••bor of tho DOW oxobo.Dgo 

otob111aat1oD collllitteo, 
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!ho • :aonmdA, which v. .. u ... :q~lazlatol7, att-' to rep})' to 

two qv.eaUou put 'b;r Ill'. J'ox, tirotl)', 'll>at 1e tho Lo!p~-•• &Ad 

Ad1'1U1\aco of Shanp< to h" ChiJoa llowt 1 , \he tr•tac\ gi'f'l.JIC bo\11 

tho a4nntacu and 41•4ftntaceo, ao arcv.od both 'b;r propo11cta &Ad 

oppononto ot turtbor otab111aat1on ottort at Sh••gboi, and, 'lbat 

oould han 'be011 tho ethete ill Shan&bot ill tho laot t"l" .. ntho 

bad the 11111t•d Statu tro••n China OCCO'<IIlh on Jul:r 1, 19'lo7' 

J'urtbor copioo of -ol'&llcla 'lhl.ob are bo1DC prepared tor 111'. ro:o: 

rill follow. 

~lo.u.reet 

J'ranl< P, Looki>Art 
AIOor1can Conoul General 

• 1/ lolemol'&lldlla au .. ring t bo qv.ooUon 'll>at h tbe ilrportanco 
and acl'rantage ot "'"&b•' to f r•• Qbiu nowt • 

2/ llnooran4ua anneri.Dc tho quooUon 'll>at would baYO boon the 
ott octo 1D Sl!engbai in tho laot 12 .. ntho 1t tho U.S. bad 
tro10n Cbina accounto on Jul¥ 1, 19llol' 

851/851· 51 
.t.BCilWl 

0r1J1Dal and taor copieo to DoparUMnt 
Con to iiliaoo7, Pe1PI.DJ 
Cop7 to Do'b&ul. lllmn&lf'y 
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IIJIIOI..A.JDUII 

"e"ch•1 • June 26, 1941 .. 

b~ 1o \he ~r-• azt4 a4ftatap of •""&I"' ~ 
fl'oo CIWia Dowt 

0 

(b follo'lliAc pol.ah cin tho aAftatapo aztd 
t.ho 41•4ftAtacea, 1,o, th17 sift t.ha ar"""Dh 
pro u4 ooA aa to .. the!' Sh·-p-t '• poeltlon 
abould bo proeene4 ... d whothar tha 7'1&11 ahould 
he wpported OD t.ho ""•"&1"1 foroSCD om~ .... a~ further.) 

!rha oo11U..ad M111~•-• of a free oliDII&Dp II&I'D~ at 
Shonpo1 for Clhl.ae" C'IIZ'l'IDD7 ropruuto tho oho1co of 
t.ho 1o"er of two ert1a. !rho al ~ol'II&U .,, would oDCOJil'a&e 
~he Japu.e" to 1a~ro411ce 4raoUo a~~d clo" t111&11oial u4 
~ra4e oo11trol _.,...., a~ """"*' a1111lar ~o t.hoao 1D 
force 111 JJort.h au .. a~~d woul4 ~hro• """lba' .. ra -
plo~o17 l..ato the 7011 bloc. 'hro tho Jlql&llo" 'Cill&hle to 
.-ro, t.hr011Cb t.ho SM•vo1 ara~. ueud oliDII&Dp for 
·-~!.a of Ule ~h 'lli>1ch t.h17 fia4 1\ UCI1eol'7 \o 
br1DC 111 fl'oa ~ &114 oh0'1114 t.h17 he -'ble t o uee 
!hu;et aa a ~17 baee for _..nac ~h .. • ~r~e4 -­
U r ialo, tha7 .,u14 'be aoo~ 11017 ~o 111~l'Od""o fUll t1-
11&110ial &114 eoolloaic co11~rolo 111 tha foroSCD coD~roU.d 
areao ( 1Dhnat1o•1 Sett1-11~ ... d hODCh CoDOoooiOO>) 
azt4 thuo 1t 'OOU14 bo 41tf1oul~ or ~u1b1o tor ~he 
Aaer10&11, Brltlah , o~her foro11J1 aD4 ClhlDooo .... ~•4 ill• 
~orodo fUrther to hold ~heir poo1t1oD here. It 1o -
dftll\ap ~· rr .. ChiD& to bop thh toroilll •trollt• at 
'Pwnpai ao a C'IIZ''b ~o Japa~~e" al••· 

183 

• 

Regraded Unclassified



( 

( 

( 

4. 

- 2 -

Pro oont otoolto ~ coocb ill Sbaa,bal uo oDOr.o\18. It h 
oaU. that otoclto or raw cotton, cotton ,....,. aa4 cotton 
cloth alone u o worth 1Q&D l , 25Q,OOO,OOO, or a~t 
US$6} ,000 ,000. Stocke of choa!calo, ~~. aotalo, oun­
drioo, fcodotutfo aod fualo are aloo hue•, DOt to .. nuoo 
tho ocgrogaUon of oapH&l coodo 1D oott.blhhod plant aod 
tho ftl.uo of ro&l proport7, IIIUCh at which would bo OJFo­
prlatod to J apaoo ae purpoooo if tho Jt.p&nooo •ro to aoYe 
in. Tho Settlaoat and CoDOtuioo roprooent b7 f a.. tho 
rlohtot collptOt wr prho in proepoot for Jopao 1a Ohlat., 
Japao'o hooitaacy to take it lioo in tho tear that neither 
tho United Sta tea nor Groat :Brittin would po.t up with a 
cclllj)ltt e' Japaoeae tDOroaehment bore. So lone ao a 
Chinoao-:Brithb-.berioan otabUioaUon fund h •1ntt.int4 
bore, that fact alplfi .. a dett ... inoUoo on tho port of 
tho United Stotea and Great :Britain to •1otoin tho oto­
tuo quo and •o cootbm.e •terial aD4 110ral a~ort tor 
China. 

Wore thoro no tree ..,..kot, 1t would 110t be pou1ble to 
atll forel.&o curreneieo ill tho Shane'><.! ll&l'kot tor ae­
~iroaont by tho unit ed Stotoa, Groat :Britain and other 
DOn-yen bloo countrieo of Central Chino ooport goode, 
ucopt tbrouch Japaooao bando. P'roa Ch1at. 1o poi nt of 
Yiow it io preferable tor tho non-yen bloc oountrioo 
to be able to acquire ouch goode. P'roo Olllat. apporontly 
wou.ld prefer that her frhndo oboul4 han tho eo goode 
rather than that Japan ohould b&Yo tho llholo quanti t 7. 

5· ~· 

!be contlllUo4 circulation of tho Cbi,.. .. national currtDCT 
a t ""• n&twt an4 1J> ito oceuplod lllnterl&nd 4et1D1to1T 
bolatero tho aor&lo and holpo to hold tho lo)'&lt7 ot tho 
populace i n thio raglan to...-4 tho llaU onal Gonrn~~ont at 
Cb llQClci DC. 

6. llmAJIILIU TIOll will be an aador took for tho llaUonal GoY­
oruont wbon 1t roturno to thh port of Obina if 1 to cur­
rency 070toa h lla1nta1..,4 •ore or lou lat net. 

7 • .PP.ESCIVATI O!l OJ J'IIEE EOONOIIT Ill CHINA. 

t troo OCODOD7 at <O!onpi will ban an Tho aintenanco o a i China gon-
illlj)ortaat iutluoneo in reotoriDC free oco":"~ :!litleo 
or&l17 after th.e toraiDaUon of tho prooon ' • 

18:1 
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a. S11PPLDS JOi JIIZi: CHIJLL . 

l:hllo there h DO thUg like tho rela i Y 1 
coode troa ""•ngbai to "fr .. Clllne • t o .J., fhr oo ..,n .. nt of 
to J1>.ne 1nl~ 1t i ,.,,. ..... c pr..,ailod prior 

• -rv• 1 oUU poooi~lo to ohip 6 000 t 10 
boloo of cotton yarn and cotton cloth IIOntb4' • fro• 

0 
•
000 

~;y r ound about rout oo to Cbinoto controlled torr1t ~ ;:!:.:f u;$~~~ontdJOOU~hl;y at prooont pricoo 1o 
0

~~;r.to;o 
JoJ • an ~800,000. There 1a thua aoae . ,.. 

torial value to "free China ' i n t ho torm of ouch oupplioo . 

9· PIIESERViS .1. STAllll.I.RD OF VALtn:. 

?ho fact ~t tho poooib111t)' exloto tor fligbt of capital 
from •tre• China• to Sb•ngh•i eoablee tbt llaUooal GoTenl.llea:t 
at Cbuneld~~g to inflate ito currency and oUll to nep al1..-e 
AO?Dg the populace in the <hinooo controllod ioterior a pre­
•ailinc faith in an ultiate Yolue (Shanghai Yolue) of <hat 
C\UTODO)'. ?buo the rate ot ezchallgo at ShAngba1 repruento 
t ho u.lt~te value or atandard ot Yoluo of tho Cbinooo our­
reno)'. 

10 . Pli.!lr SU:SILIZ.I.TIOl! UFORf IS llO'l' 1.0!/r if turtllor 1 tab1l1aaUoo 
1o -intainod. lore the Sh&Dghai market now to be abandoned 
at a ti .. _.on tho otabilication operationo coot oo lit tle . 
tho ccno14orable ruma open\ in otabilioat ion effort in 1937. 
1938, 1939 and l94o would be loot e~ept for 0 ono econonic 
gaino ~)' acquir..,ent ot goode by troo Oh1M fro" Shanghai in 
tho u ;yearo. 

'llCl :BIIl'IISB, it there 1o no o>Clallgo aarket f or 0!ap1°, 1Kl1JLD 
~liD, ao in lliorth China, to ad,luot tb•ool•to az:.t.I.IS'!IG.I.i.LT 
( tbo,.P under prot oat) to tho oituaUOil llroattd ~7 creator 
J.I.P.tJii:Si COllll!OLS and would cot 11> line • Hb Japanue ocho:eo. 
Tho prouuro of tho Sbenpi Britioh f1roo upon London tor 
"'Pport and preoorY&tion of their poo1Uon bora 1o otro~~g and 
often coLora BriUoh polic)' in Chine. 'rho Britioh bocaaoe of 
their creator concern (1Gil!.tar1l;y) with tho European oitv­
tlon, and becanoo of the hugO Bri tloh 1a ... ot .. nt here are in­
ell nod t o-.rd t o11porar;r eppeoo..,oat of Japan ao rop ... U417 
OY14onood, Hence, Jo.pall8ol co~~ploto ccntrolo would achi ... o 
oono14oroble IUCceoo with thio llr1Uoh acquioooonoo. J'reo 
Chi no 11011111 naturally not ..,\ to 101 any P'oator doer•• of 
cooporation b ot 1fOoD tho :Sr i t1oh intorooto and tho Jo,puooe . 
a o J'roe Chill& 1o t r ;ylnc a t loaot to prooono oocethinc of a 
ooablanoo of hart~~g :Britain ao an .I.U;r. If tho J-nooo wro 
tbuo 

0
...,coooful i n eotal!UohiDg oo~~ploto control at SbaziChai. 

1t 110111d .Waon.trat• that tho ChW!Cldllg Oo ... r,.ont 1o no 
lo~~gor oooont1al t o t ho trade and ooono:!l of Eaot Cutrol 
Chi na, • hich 110uld attect 1to poUUcal prootigo. 
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1, l'OOR 51'~ 

W&ny obaervora believe that tho war in Ch!oa will continue 
two or more Yeal'o longer a.nd that Chinooo victory In tho 
aenee ot re-capturing the occupi ed areae it unoerta.in. 
Ja~neoo ot!orta at obt a1Dina groo.te•· control over the £1-
nnnclal and eccnoQic life of Chino. (particularly of the oc­
cupied aroaa) mar t hus be expected to continuo and to 1n­
croaoo until CoQPlete control h achhnd darpite the an11-
ab1ltty ot o:rchallge. Faced with tho 1neritable, coatly clo­
tonao ettcrta dtaigned to delay the procr••• ot Jaoaneae 
control are therefore unJ~st1!1able. turtbtrmore.· a1 soon 
•• a atate of war ex1 at a between Japan an4 t.he A.D.clo-Sn.xon 
poftra, the J*Paneae rlll WlheeitaUn;sly take onr tto 
mole o! Shan&b&i. lndaod t hey ""'Y toke thio action ao aoon 
AO It becomes impossible t o secure co=od! Uoa froo abroad 
At Shall;:hai. Shnn,P.ai h already loot , • • wllJ' try to atarTo 
of! a tait acco:o;>li. 'i'heoe are tho oboonat!ono <It clo!eat­
! ato In the outloo~ tor Shanghai. 

2. !.!ORAlS OF TEE PllOPIS IN r= C!!ri!A IS lJORE nii'ORTA!n ~:!All 'i'i!A'l' Oi' 
'.'l!OSi! Ill OccUPI ED RZGIOIIS. 

Tho tate of the Chineoe people In tho occ~ied areas of the 
country wi ll bo determined oo.ly by tho outcome of the S!oo­
Ja~noao hoetllitiea , not by the <41ntenanco of stabilized 
o:rchan;so ratoe a t Sha~i. the loyalty o! tho people in 
:forth China (loyalty to the ChW>Cicilll! Co ... r11111ent ) , where the 
Ch!noee l!aticn&l c-.u-rency !o almoat wiped out, h &a great 
t\t t he lo;ya.lty o! t,.)te people in the Sb&.ft&,bal re&ion, where 
•tap!" h atill the cloc>inc.nt curr ency In uoo . ~ere h a. 
iOOd deal or realiao practhed by tho people both o! !ior th 
China and :i:aot Central China. 'rhdr lo7!'lty h aocewhat !!::­
paired by circuastance. ~· moral an4 caterial contribution 
by tho Chinoao people 1D F.aat Central Chitlll to Free China 1o 
pitifully 1nt1cuif1caut, tho people In Free China look u;>on 
tho rolat1Yoly better condition of tho people 1n occ~1e4 
China wi th oomothin& ot envy. Thuo tho rirtual lUXJr7 en­
Joyed by tho people of Shan6bai h&t a do~ora.llrlng effect 
Ui)on tho IP1r 1t of the people of Free China . 

J. F!l:ill: EOOliOIIY FOR CHl!IA. 

It it prOY&ile after thie contUct h onr, .-ill depend ~q>on 
the pol! tical ccmpluion of tho IT&t i onnl CoYernmont and UPOn 
ito conoldor ed pol ic i es at that time and not UPOn the pr eaerva­
t!on Of 1> nucloua for free OCODDI01 at SbencMI in the inter 1n. 
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1;, GOODS :I"'J. l'IG:!l CBIJA. 

!h.,.• h DO CWU"aAtoe \hat U.e ll&inhDAAoe ot a tree eJ:Cli&Jige 
u.rket at o\to'b1.U .. d lenlo at Sbazlcbat will , • ..,... a con­
tinued -l.J' ot Sh••&Mi «oodo to free Cbinn, 'l'he JapMooe 
'bloclcado bo.o 'bocou more a lld moro 1n\onolt1ed and of late 1o 
..,., 'bel~~& applied to a greater decree thro"CCh the Sb&Dgbai 
ouotomo in proh1'b1 t1ono -1Dot OJI)ort of 'nU'louo coiii!IOditioo 
to tbe eouth. 

5· FALUOI011S AlliS ARE SDVill, 

6. 

The plll'po .. ot curr•""Y ota'bilbation 1a defeated 'b:r akl:>g 
Sh•ncbat U.e •aetety 1'8J.n1 tor currency 1ntlet1on in free 
ObiDto. l'Urtberaoro, lntl.&tion in free ChiD& ohould 'bo chocked, 
The hue• coDCentr a tion ot capit&l. at a..n&bd -· tor un­
bealtb:r, intl.&ted 1'8J.uoo here. !he tact that caoh e&n 'be ex­
cboDced tor toreip ct~rre"":r in the Sl>t.ncha1 arbt or can be 
iDYteted here with pooat'bl:r aore proaioe than in interior 
Chi D& attracto capit&l. here troa lru ChiD&. !bore 1o llkel:r 
to be Yer:r lit tle tloo ot eopital troa Sbo:>ghai to Free China 
eo lo~~& ae t he ecODOIIT and adainiotration of free China re­
•1nc Wli.llproYe4, and. 110 loq aa Sb•nst>•t '• atatua e;peara 
likely to .--in reaooMbl:r intact . 

The IDfointeuance of a tree exchaoae market tor a national cur­
rency within enemy territory io a oo•el phenomenon 1o tho 
oor ld'o tinanci&l. hiotor y. lloto that Great Britain blocked 
ito ourroDOy S..ediatel:r atter the doclaratioo ot oar, l!ow 
can ChiD& atford t o • ote .. re tulldo { thuo 1ncroao1nc ito for­
eli" o'bliptiono) iD miDtaWnc tbe ftolue of ito curre"":r io 
the oceap1ed areaol 

Cop1od 'by; :ill.lf 
Oocpe.red with: JCB 

{Init1alo4) A,B. C. 

1. Iliad calaer 
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: nclolllJ'e no. 2 to deo;>atch no. 6o2 ' elated Jul7 2 1941 
troll :l'r&Dk p. Lockhazot J.aoriean co--·· ~- 1 • • 
C. 1 ' ""~ ~nora at ~~ n na, on the ~bjoct: "Tranemlttal ot "t •- ' t Tr ~ I>Or<U>.., Pr·epared 

or · eatury De,Partment Repreeentat1•e, ~a. ltanuel fox". 

IIEIIOR J.N D1111 

Sh&nahal, Juno 27, 1941. 

I!Mt would ha1'0 been tho ettecto in Sl>anabal 1a the laat 
12 montba If the U.S. had tro••n ChiD& accounto on Julv 1 l94o. • . 

(llote: ,..at ettccts ao <:>ucerated are aahrall}o 
hlghl}o ~ppooitional.) 

1. Sl>MChal 1 a tore1tn trade would han be., 4raaUcal17 re4uced. !be 
h1Jit !•porta ot caterlala to Shanghai tor hoar41J>4, reprea0lltln4! o. 
!lltbt ot -.pltol, would not have been poaolb1o. 

z. ~· J o.panue and their apo:>aored l!at1ld113 rteiJIIo would probably ha .. 
Introduced oxchance e.nd t rade controla at Sbanohal and would haYe 
oooner and 1110re rapidly l.:ltrc<luced and e:q>andod tho clroulotlon of 
10111 tary yen and of the bogua currency o£ tho llo.nl<ln& regime, and 
theao currenciea would now be dominan t in tho Satt1oment and Con­
coaslon here aa i t the ease at Tlcntsln. 

J. Unleu Japon acccunto ware fro .. n at tho -• time in tho llni tod 
Statoo, tho freez ing of Chinn credit a would have i>=ediatelr given 
J~;:nn eltpOrt monopoly pr!Tilegea in thh roeion in trade rltb the 
vni eed Statea. Japanese !ina IIOuld han bun able to e>;>ort China 
coo4a to the United States !'ro: SJ::anghat and. to acqulr1 the eredita 
in tho DA:Ita of their ;"olcyo head o!tlcea aa J apan crodito and could 
ba•t uaed eu.e!l credits for P".ll"Cbaa•• o~ atra\e~c uttriala tor 
Ja:;:an at1d via Japan tor their u.e in China not onl)" frc• thO ~'nited 
Stntea but fro: other countrlea (tho !Undo of which were not froaen) 
uai1>4 tba 11. S. Dollar cre<ll.tc. 

4 , '•1lt repatriation to 5hanO>al of Cb1noao nap! tal fro= the U. S. and 
fro: Hone Kong and !ro~ other British territory in Southern Aola, 
alaya, and J.uatralas1a, llhich occurred after the fall of France, 
»ou1d not han been roal1£eci, aa t he condltiono of partial boom 
which have 'o)revailed i" Sha.n/lllal oecauae of free e:whanee and free 
tradlna would not have obtained and the aituntion tOUl' thua oat 
have boon invitl~ for aucn capital repatri~tion. It i a eatLoateci 
that no laao thatl us$so.ooo.oco. waa repatr iated to Shanghai becauae 
ot ~pending or anticipated ...,. time roatrictlooa in .British poa­
~•••1oc1 , and becanae of feazt of Aatr1can !reezlog of Chi~ aecountc 
or of doYVoluatlon of tho I!. S. Joll.:. 

1So 
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~· Ptopar~y •aluee 1n 9wtngb•i wou.U not. haYe 'becoae a1 1ntlate4 .. 
baa hoD tho caoo ao ShDghe< bo14oro ot u.s. DollAr crodi h would 
not ban 'boeD a'blo to connrt tb• 'baolt to <2l1Dooo 7ll&ll •Ub micb 
to pwocbaoo proport:r to bold ao a bo4&- -c&1Dot tllrther lntlaUon 
(ot CbiDeoe currODo:r). 

6. Cblna 110uld ban 'booD able to get the 'boutHo ot tho repo.trlaUon 
ot the trocon crodito after tho war and would thuo haYo a neot egg 
•hich could contribute toward rohabllitatioD, oboreao tho gradual 
diaoipation ot aome portion ot thooo tree orodito i• tho poet 70ar 
will probably neoeooitate larger Aaerlcan loOAo to China atter tho 
hootilitioo tb&n would otberwioe baYe been noooo oary. 

7. !1&4 :lb&D&hai oro<IHo been !rosen but liberal o:rcba"4e licoDaiag ta­
cUHiu bun gnntod to tree Chlna (tor lmportl and tor repatrl.atioD 
ot tundo) contid .. co iD the Chlneoo currODO:r 11Duld han bOlD lll&iD­
taiDtd, 

o. hot China, 1t a tree and otab1lho4 t>c~t Nl'ket he.4 been lll&iD­
ta1ne4. at, ta7. Chunck1ng, would thu• ban: o'bt,a1De4 10e.e of the ex­
chaago credito oolcl. by Sbugha< hoardtro tor ocqu1utl4nt of ur­
ohancl.ho to a tore in -.rebouo .. a•H lag hlpor prices, or tor prop­
erty purcbaoeo or tor 1DYeatmont ln local otoo£o. 

9. ~he 1ncont1 YO tor !light of capital troa hoe Cblna to Shanghai woulcl. 
not hue obtainod, but priceo beca11oe ot intlAtlon 1n tree ChlD& might 
hno been onn hlgher than baa boac the caoo. ao tho Shoogllai •outlet• 
or "oatoty •al••" woulcl. not haYO oxioted. 

10. 

u . 

12. 

CoiT.IoodHy prioeo iD Shan&ba1 110ulcl. probably han rhen enormouol:r, 
not bocaUIO boardtro 'IIOUlcl. han boon boldiag COOcl.o to IW>h an extent 
tor war Ume protito, 'but becauao l"Port oollllll0dit1oo woulcl. han been 
very ooarco i n tho market, 

':hero would prob&bl7 han beeD us:otd1DC11 c:roat hardohlpo tor tho 
Shalll:hai roo14tnh &nd pooaibly a ailllon or .... people would han 
bo4 to loan Slwl;!j>a1 for tho interior ao 1t woul4 not haYo bun poo­
oi'Jlo t o l.llport tho rico frOJ:J Fuach IDdochlna (paid tor, out of tl. S. 
ilollar o:rcha.Jlp purehaoed 1D t ho Sbo•Sb•l Ml'kot) nor tho coal troa 
ln.Ua, Dor cotton troa the U.S., India 0Jl4 JruU. IUllo ancl. tactorioo 
would han had to ulooo u4 uneapl01JIODt 110uld haYo boon a oeriollo prob­
ltm, 110r1 ao tb&n bile been the caae. 

!:be huce poteDtial or •paper• pronto ot tho Ohino10 banks 1D Shonghll 
'<ho loaded thoaoolno with u.s. DollAr oxohaoce nt 161 would have 
Ylniohod, 

Copto4 'by1 r.u 
Co=parod witb :JCB 

c~py: lc 8/9/'41 

(Initialed) A. ll , C. 

A.. l!iand c&14tr 
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Storttary of Statc, 

Washington, 

11991 Eighth, 6 p, m. 

PLU!I 

TO laO VIA SHANGHAI & N ,R. 

DatEd August a, 1941 

Rto 1d 10:35 a . m. , lOth 

Today 1a prEss rEports Finane£ W1n1stry announcE­

mEnt madE yEstcrday rclaxing rt3triot1ons on NEthEr­

lands and NEthErlands IndiES undEr not controlling 

trnnsaotiona nations ccrtain dEsignated countriEs. 

AnnounotmEnt statts in viEW f£1V rEStrictions 1mpostd 

coonowio nct1 v1 tiES othEr than monEtary transactions 

of JapanEsE rEsiding thcsc countries rEStrictions 

will bt relaxEd from August a. Economic activitiES 

to which rEgulations ctast to apply arE dEfinEd as 

follows : 

190 

Ont, Acquisition or disposal nonmovablE propErty, 

movablE propErty, lcascholda , rights of plEdgE, rights 

of mortgagE, industrial propriEtary rights , other in­

visiblE propriEtary rights , buointsocs, undErtakings , 

invEstments i n businessEs or undErtakings, crEdits i n 

forEign currcncy and credits i n JapantsE currEncy. 

Two. Dcpos1 t of immovablE propErty, JapanesE 

1 currency 

' 
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191 

- 2- , No. 1199 ~om Tokyo, Auguat B, 1941 ; 10:~5 a . m., lOth 

ourrEnoy nnd crEdits 1n Jnpanrar currEncy. 

ThrEEo Lonna or movablE property nnd stour1t1Ea . 

SEnt DEpartmEnt via Shanghai. 

GREW 

• 
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PARAPIDIAa OJ m r= .. 111ft 

!01 

DAti a 

"-r1taa -..,.,, Paaw, p •• ,.,, 

~' a, 1t41, ' p ,a, 

IO. I 1"' 

1\efeHUe h .. a, " uae lllba u.r•• &llesr• <d ..,.., 1, 

4 p.a., 11. 21'• 

IateN&Uoa bu 'Mea reque\14 ll!r tu Depanant ,._ 

cu Aatr1eu Ceu~alde Geaeral 1a laree1oaa aa4 ~ .._1'1 .. 
la'lue7 1a ~tMna 1a reaan h tu 11,...., .... , -.hl.ell 

e~~n.u4 Uat tale w Ule iPa-1• Ge••-•t au aoaepoJ.7 

ot &U lyta ltl•• 'l'llle DtJIU''-•' -uc appreua-. 1t 

it \U W1~141q _, Uat .......... a. ....... ,., &lilt 

ooDfiraaUoa of tu t••NeUea tfta Mdr14 u NIAMe tilt 

eunllaUoa of \U Peaeautu l'tlh&1'7 ot ~~Jill& let ell 

eu .,. aa4e uUl 1atoNat1oa Nq~&eeW troa \U a'ltft 

"""" llae ........ e11'M Wbltb Udied" bt1aUt17 ._, 

cu tl'u ... uoa h er 11 eo& alltft ...,tetea. !be .._,., 

aa.r pole' ftt " \be 111aht1P of rlaMe Uaa,, la 1'1"" II 

Uw al,....taane lllJ'I'IO"&Mi .. Uie .... , a w1\!IM141 .. ef 

eeat1Nat1ea - tor uae pN-t - .,,,.,. w lit Jutltldle. 

aa,r aot .,. etfeetea, • SUt the lallaeq 

eonu•e to ~tb'e )Lii Wdeh wae ouU1M4 1a u1 .. 

IJ'U lo. lll, .~~~~~c28! ! p ,a,, 11 the buh fer 

41eeu.,1oa W1Ul uaf1i.ti.*nuee of Pauaa •• NlaJ'dt tM 

poed\le nquititioal .. et We 

Jl.t.alCGaUI Aoo.t. 
1.\lPAI 
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1S3 
TREASURY DEPARTMENT 

I NTI!III.OI"l''CE COhlhiUNICATION 

DATI .lU&Utt 8, 1941 

TO Sooret~~ry llorcontb&u 

CONFIDENTIAL 
Roclotort4 tttrllng tr~oactlont of tbe report ing banko voro • • f ollovo: 

Sol4 to commercial concern• ~}6,000 
Purchaoe4 froa eo ... erelal concornt £54, 000 

Open market otorllng cloot4 a t 4.0}-3/4, unchonct4 , on4 there vero no 
reoorted tr&ntact1o~•· 

In Ne~ Tork, cloa1ng quo tP.tio~• f~r the fore tcn currenclea llated below 
vert at folloval 

C&n&Alan 4ollor 
Arcentlne pliO (!r oo) 
llradllu mllroh (!roo) 
u..._ .... pliO (!reo) 
Colomblu peoo 
Mexican peao 
Cubu ptto 
Vtnecuelu pe ao 

11 ~ 4hcount (off 1/ 8) 
. 2390 (up .ooo;) 
.0505 
.4360 
• 51100 
. 2070 
1-}/16~ cllooount (off 1/8) 
. 2650 

In Sh~tha1, the yuan loot further croun4 vitb the rate oft 7/321 • t 4-13/16~ . 
Sterling &4vence4 1-1/4¢ to 4.01-3/41. 

'l'bert vert no cold trana&etioo• contwr.r..ated. by ut t!utq. !o nw cold eopee­
~!n ta vert reported. 

'l'ho loD4on th:lnc wlceo for • .,.t and forvarcl t ll'l'or vore .... ,cMnco4 at 
ZJ- 7/164. 'l'bt lln1tt4 St~teo equ.ln .lent of thla ,. leo 1o 42.55¢• 

~onoury' 1 J>W'Chu o price for foreip allnr vp.a unci>Nlgt4 at 351. !!an<IT 
ao4 Hamon aa ttltmant price t or forei~ all'l't r .aa &lao un~~4 ot }4-3/41. 

We m~t three purchAtt l of nev production tllTtr froa Y&riout fortlCD aourctt 
•n>untlng t o 175,000 ounott uD4or tbo Sllnr Purcbi\IO .let. 
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Personal and Secret. 

IRITIIH liiiAIIY, 

lfAIHIJCTON. 

194 

August 8th 1941 . 

Dear Mr. Secretary, 

I enclose herein tor your 

persona]. and secret information a 

copy ot the latest report received 

trom London on the military situation. 

Believe me, 

Dear Mr. Secretary, 

Vary sincerely yours , 

The Honourable 

Henry Morgenthau, •r., 

United States Treasury, 

17ashington, D.o . 

' 

• 
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ll .v *• ot tile the ablpa to~4oed 111 conoJ 

ot IrelllJid on tbe f>t.b one hoo not b rcn aunlt, 

195 

2 o on t he :lt.b 11oycl 11ir or11a o1ror ett att.uoked 

oon'tOy ott the Kook or llol lan4 , two h1to ncore4 on 

II>OJ"Oh lll\t ~aeol eat !Julh4 2 , CC.Ii t ona , bol1e-.e4 lleat.roJa4, 

:5 , ·'ue& C11.111U ia o~c.n , Lur1ns t.i r att&cka on :i\laa 

nl~t or llr4/4t.b o,O<>t tone IJr1t1ab t.Mker bl t , will 

pr o bebl J be llceo~ed , s, ccc ton Jel(:1Lil t&Jlker torpedoed• 

DDt reporte4 aWllc, .-'lall llelaillll oh1ll torpe 4o84 all4 

aWllco 

4, llrU1ab n'llllllr1ne n1C}It or U'/th/ :llth blew up o 

t r oin on a ro11Wia)' U no 1u ooet .;t cU :y ( Bio) . 

5. T!onl Air Fom. 1118ht or 3H,( 4UI. 'i'loo 1.1hl pa 

eati.Jutte4 e.ooo tona are ccch h1t 1>7 clli.JI8ton 

a ireran ... , or · ll?ol oab., 

e, UD tba 4t.b an4 5 th, lllenheima ela41ad to haYe 

aulllt 8<.0 tOilll achoODor no~r 1J1:ntrct u end 0 :&all llbi pa 

ott Tun i s nigbt or ~th/6tb. 

'• JU.Bbt or 5th/6t.b • •u·y nrons torN or <' irordt 

llftDt w CeM:UIB7• llauyY attaoka de l1Yorad on ' r r.nJ-.turt , 

Mtu1Ahe1a and Cularubee .L1sllt ot t ncke o.n • .aobe1' cn6 

lloulogDa. ::lnen a1 na1nt; . l.n~ n1fl)lt ooti'r1t y ove r t.ho 

I n1te4 IU118ciOI:l ot.1U 'tOry oo~oi l·.h te 

0 . UU l tqrz - Rp•r1• • 

J1o ch .... • - P' 1D \.he •tkrolno n ere t.he Cenl&ll 

aou\11 aeet .. ~ eou th or ryelcyo ':'oorko• s ;.parentlY 

oon t 1nuea a oinet a t irr r ealat unoe, 
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RESTRlCTm 

~2/2657-220; No. 462 II .I.D. , l'f.D. 12100 11., Ausuat 8, 191.1.. 

SI'l'IJA'I'ION REPa!T 

1. E&atern Theater. 

Oround1 Tho German ll18h Co-.nd reports that ita troops 
i .n Eatonia-;&ner capturinB Rakvere, on tha Tallinn-Lon1nJr&d rail­
road, have roached the Oult ot Fi.nland. 

Southeast ot Smo1enak, tho Deana River east or 
Roalavl, baa been reaohod. 

In tba Ukraine the Germans cl&ia to have eapt.urod 
:)0,000 prisoners aouth or IJIDan, 

In addition, the Oert>&n Ilia!> Comand reports pri­
vatel.T that an anoored IJ'OUP Willer Colonel General von Kleist ia ad­
vaneinB southeastward tbroual> the Ukraine in nclae tonD&tioa. Tba 
central division ot the wec~&e captured Kirovo on Ausuat 4. 

German forces &dvancinB to the northeast !rom Kholm 
have reuhod the foothill• or the Valdai Hilla. 

ll. Western Theater, 

Air1 The Aldo claims to have brouat>t down Britilh plano• 

over the Cii&iinel eoaat during the da.Y. 

Nonoal niat>t r&icl1ng aver scotland and nortlrlle•t 

111. llediterranean Theater. 

Qroun<h Nothing to report. -M£l Alda plane• made a niJI>t attack on Alexandria. 

Regraded Unclassified



I!ESTRIC'l'BO 

G-2/26•7-220,• No 463 II I 0 " 0 12 00 ' • • • ., "' • 1 11,, Au&U4t 9, 1941. 

SITUATION REPQRT 

1. Eastern Theater. 

~~ The German High Cot:lll&nd reports tho capture or 
38,000 Ruasian.s of a cocb&t croup encircled a ""'k ago near Roa­
lavl, iiJ milea southeast or Sl:toleMk, 

The German High Cc:ao&nd, in a special com:uni­
que, reports the capture of 103,000 men in an area around, south 
and southeast of Oman. These priaoners were said to belong to the 
Russian Sixth, Twelfth and Eighteenth Armies. The Commanders of 
the Russian Sixth and Twelfth Armies were &n>:>ng tho prisoners, 

German pursuit detachments continue to advance 
to tho south and southeast, in tho areas of Porwomajok and Kirovo. 

U. Western Theater, 

Air: Russian and British planes cooperated in night 
bombiJ18 oper ationa against German,y. The R.A.F. operated againat 
Kiel while the Russian Air Force reported bombing Berlin. 

Light German night operations over t he eastern 
Britlah coast. 

ni. llediterranoan Theat.er. 

~~ British r aids on Benah&d and Tripoli. 

~~ Limited patrol activity on SollWI front. 

RESTRICTED 

19? 

• 
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RES'I'RICl'ED 

G-2/2657~220; No . 464 ll.I. D., 1\',D. 12:00 11., Al.lBUst ll, 1941. 

SITUATION REPa\T 

I. Eastern Theater. 

Ground: Two distinct Rl.lSsi&n ooiObat grol.lps, each o! very 
considerable strength, continl.le to otter desperate r esistance in 
Eatonia to the inv ai1ng !lerans. The larcer C"<NP is in control o! 
Tallinn and northnstern EatonJ.a. A acaller C"<NP is de!endln.! i~ 
sol! west o! Narva and northwest or Lake Peipw~. Between these 
grol.lps the German Eighteenth Arr:J¥ has driven a • dse beyond Radvere 
to the Sol.lthern shore of the Gill.! or Finland. The Rl.lssian force at 
TalliM 1a av.rrol.lnded; that •st or Narva ma,y also be S\UTOI.lnded, 
bl.lt it is possible that this latter grol.lp still has a l .ine or re­
treat open to Lenincrad over Narva. 

Following the destrl.lction of strong Rl.lssien com­
bat grDI.lps near Uman, German armored and infantry divisions are 
following the defeated Rl.lseian arll\Y to the sol.lth and southeast. 

198 

A German armored detachment has reached the west­
ern bank o! the Dnepr River opposite Kremonchl.lB· Another German ar­
mored division advancing down the eastern bank or the Bug has r eached 
the vicinity ot Vomesensk, 55 ..Uea northwest o! Nikolaev. 

llr: German night r&ids on lloscow took place on the nights 
ot the 9th and lOth. 

n. \'\'estern Theater. 

llr: D.N.B. reports daylight R.A.F. raids on the French 
coast. Noiiii&l German nisht reids on Scotland. 

III. llediterranean Theater. 

No important activity. 

• 
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CONFIDENTIAL 199 

1. Mtl• .., ·Mt: .. "" ••• ' 

.. "*' " t a w. • - , .... , ._ ., ~ 
...,.. ...... ,.... .. 7 Nelh1 "•JF'-Me&ft,.&,...., 

.,, .. u .... ~ .... - ,., .. ...... .... .., ..,, , 3 ...... 

• ... 4IOOt ........ - - ....... ~ •• .., 11100. 

~ -, b • !. • w ., 101 ,. __ - .... 0 ... 

.. '-''-· W1 - ••• • ........... - la .. ,..., .. "_ ., 

~ • - .... ,, ............... - ett.ut... ~.. • 

rr:sntr enei'W 'r ¥"'- -w .. - .. _ ,.aNl .._.. 

LUle .... _, ai"- at ft. CIIM• - ... et~ '111r I " ' 3 

e. PM tf t·rt H· £ teW et .. laQu• ...,. _. 

.U u teu-1 4t te ., all..,._... et ._, 101 te tM boW 

..... a-_ 4111 te tM •rt 1' aU-_._, I te -.!epe0 I 

""*''~~ do4l • ..ate ..,.. ~·- rvu, .... • •­...... .,....tee. ..,,. ... _,,,..w .. -.-a sur 

J. a Air"""' - ... h!r 

a. - eC t d L Jlw 1e8l ..., 'r'lre .... 11 

r111 • ..... ......,. WN lliJI'•rl 

._ DN eC t·rt 1:'· 11 ,_.., .... alMs..., _____ ..... 

.. - er trd '· • • .., __ eente& .. "••--"7--

CONF'IDENTIAL 
\ 

• 
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CONE'IDENTIA.L 

.,. u-•----. ...... .,.~~PU~Ua..--u....-.._ 
t.. •fl"t 1M,,,..,....,..._~_ .. 

tc-...u. ..... Aftl'rttr •r•• ..,,.,. ala .. _ ... an u. 

200 

..... Mclt-...n. • 

.. ""'* Jep 7 11 lptttbee, l ~ _. 1AI ,U.tc 

,.. .. lcct - w "· Dutec ... ailltl' . , ..... ., .. , ..... ' ••• ,.. .. --.....w .......... -.__ 
-. M• 'rm _...._., ... _ .. ,.u-. 1 .,_,,, • 

tw ~lOU' a _. tw ~-·• •• ...._ I ~lOtr'e -~ .... c;M, 

..... ~-·· .. 1 ,.... ·--· 
.. Mtt• Mr W!·dp •tp n ' L 

.. IWidll~ke .... J ... Itl"'•· A ...., •« I ..... - ......... 

.. ... II'Ul. ~ ... llalta .......... el4llt . , ..... ~'· IMcc 

.ua..n ...,_ f ._..,..._., rcalt..., te Uot ct+t,.. cf .-•• 

ncccl at 1000 .... Oa U. .... at..,.. 'P, Uot - _,-

......... U.U.Ia , ...................... llih ......... ., .... 

tw lar• ..._ wcca1• 

I. h1' Mr WbSJr, "t= n BEL 

.. rM!r ' tm n OS· .... u ............ - ld.t 

......_ • .. ._. • Mnh& fiMUlticc at .... .._ .._ ldtJII' at ....... ,. 
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TREASURY DEPARTMENT 
WASHINGlON 

A\18UBt 9, 1941 

llernorand\IQ !or THE S~Cl!i."l'ARY: 

\'he follo'l1zl4 report is liOlde ot Stomp aales at 

"'i'reasurJ H ou .. •: 

July 1-August 7 

August 8 

TOT.U. 

J26, 78).40 

1.128.30 

J28,lll.70 

201 
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UlfJ'!%1) S!r.&D.S SAVJXGS liONDS CONFIDENTIAL 

~u.,. St&t-t o~ Sal.oo DurlDc 
.1'1rat So~on liUalllou llo1'o ~ J'CU1o, .rw.;,, an4 ~t, 19111 

(.r ..... L-9, .rw.;, L-9, ~t L-8) 

(........,to ill th<JUUDda o~ do11aN) 

llaloa 
Allowlt ot lllcreaao I Porc.,.\ap ot lllcNMo 
or Doorouo (- l I or Doorouo (-l 

u. .&.ucaat .rw.;, I Aucaat 
I .&.ucaat I .rw .r- 0~ onr onr 

.T!!lz' .r-· h.lz 

Soriaa :1 - Poa t Ottla. $1.~,262 $1.5,0110 $13,732 -· 1,SU • 1,~ - 12.~ 
Soriaa :1 - liMb 2 .262 ~ ~ _3J! ~ ~ 

Sori .. :1 - !fotaJ. 37.525 Jl,~ J2,6~ 110 5. 769 2,3 
IoriN J' - Jub 7.m 7.631 12,6 116 - 5. 017 1.5 

Sort .. ~-- ~ ~ ~ - _j!! -~ - _w. 

total. ~ ~ ~.~ -·~ -~ ~ 

Sovcal .U1 ~iCVOO are dopoaih with tha 'rroaauror o~ tho 'CIIlih4 Statoa OD aeca....t o~ prooao4a ot 
aaloa of 'Cklto4 Statoa San""' lloD4a, 

!Iota: J'icvoa ban 'b•D roaDcl.o4 to Daaroat thoua&D4 aD4 will Dot Doeuaaril7 acl.4 t o totala, 

• 

I .rw -.r-

9· · 
21.11 

17·7 
- 39·7 
-~ 

-~ 
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CONf\OE.NiiAl 

Date 

~t 1941 

1 
2 

4 

~ 
7 
8 

Total 

Poot 0!~1co 
lloDd Saleo 

Sorieo I 

• 1,467 
1,500 

3.6o6 
1,278 
1,810 
1,789 
1 812 

11111~ Sv.l'liS SAVDIOS BOliJ)S 

Da117 SaJ.eo - ~t 1941 
On Bao1a o~ leona Price 

( lA tbouaande of dollar a) 

li&Dic :Bond Saleo 

8er1oo B S.riu 7 S.r1u 0 !!otal 

• 3.296 • 1,163 $ 7. 586 • 12,045 
3,030 726 6,101 9.857 

$ 82 641 

All :Bond Sale • 

S.r1oo ~ S.rioo 7 Sorioo 0 !!otal 

• 4, 763 • 1,163 • 7.580 • 13,512 
4.530 726 6,101 11,357 

7.983 10,092 19,967 
4,099 7.334 12,362 
6,~ 10,l52 17.912 
5.2 5. :36 11,552 
4 881 242 

• 7.515 • ,864 • 95.903 

Office of tho Secretary of tho Troaoury, Dioioion of Roooarcb and Statlotlco. ~t 9. 1941. 

Sourc01 All new-eo are 41!>0oih vUh tho !'reaourer of the Uu t o4 Stateo on acco'Qnt of proceo4o o~ aoloo o~ 

Uu to4 Sta teo S&nnso lloDda . 
llotot 71cureo hoTe beau rowl4o4 to neareot tbou.oaDd aDd will not aocoooarilJ> a44 to t ot aJ.o. 
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1941 -
Mr1l 18 

IIOY 22 

llay 28 

J\1110 6 

1UDO 6 

1une 1::1 

1unc 1::1 

1UDO 13 

J\U1o 13 

June 14 

1une 16 

1unc 18 

J\1110 20 

1uoo 27 

1UDO 27 

1uly 11 

Secretory Yorgenthau -Bureau or Engraving shot . 
All five newsreels. 

President - Secretary Morgenthau. All five newsreels. 
Poremount N""s also cerried shots trom lleddybempo, Moine. 

Abbott end Costello. All five newsreelo. 

Universal and llov1etono etory or Yra. Whitehurst, President, 
Ganerel Yederol1on of WOGOn'o Cluba. 

"America Preferred." released uot1onall1• 

"130 Y1Uioo A&er1eano• on Colllll.bia Pictures "Penny Serenade". 

•Protect Th'""" on RXO Pictures "SUDDY". 

"Watch Th1o Baby Grow• on Paremount Pioturoo •one Night In 
Lisbon•. 

"Whore To Buy• on Universal Pictures •In Tho Navy•. 

News or the Day, Movietone and UDivoroel etory or Billy conn 
buying Defense Bond, 

Colwnb la Pict UN a "She ltDew All Th< An ewers• refers to D<>fcnoo 
Bonds. 

"Tho Ar=:t Is Yours• on l'orncr aros . "Shining Vi ctory•. 

Defenoo Bond and Staop shot injected into Agriculture Dopart­
aoot detcnoo reel. Tbto 1o baing rclteocd oo both 35 and 16 • · 

1aok Baony end corolyn Leo ahot roloooed notionally. 

"All Walks ot Ute• on 20th Century fox "'lon lfUDt•. 

"Sboul!:e' To Tho Wheel", Oil LoOW' 0 lnC• "They Mot 111 80&b87"• 

Story ot t ho Wblto FdilY beylng Stamps relaasod nationally io 
ell tlve oeuroele. 

N.,.e ot The DIY and yox Yovlotono corry otory or tour Hollywood 
starl ote ocaplotlng the eowing ot e buge ollk bonner bearing 
elogen "BuY Dot ansa Saving a Booda" • 
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- 2 -

In Waroer Brothers foatu.ro plotu.ro "'l&llpoooor•, rofereneo lo 
made to Defenoo Bonds in the following &aACor: 

Alan Halo: "Now don't you wloh you'd •••od your douah?" 

'liard BOnd: "What ero you tell< las about? 1 juet bouaht 
two Detenee Bonde . " 

In Produot loa: llotro-<loldwra-lloyor Ou.r Oeas 00<110dy "Rolplng Renda• heo 
a aocno with dlologuo of ou.r Oang !tide b\ll'iDS st..,po nt 
poet otfieo Detoneo Wl.nd011. 

<>o­
... " 

.. 

• 
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IID'IIISK SAVIIGS STAll 

All'IAICI liO'l'ICI RADIO PROOa.liiS 

s.&1'1lllJ)AI - .WOU!fr 9, 19'1 

Tl.aol 9:30 - 10:00 A.M. 

Procr•: Aaeriea. The J'roo 

StaUoDI 1fRC aD4 liBC lid llotvorlt 

'll.ae: 6:30- ?:00 P.M. 

Prou•• w~e nac 

StatloDI IIJSV aDd CJ!S llotvork 

Time: 7:30 - 8:00 P.M, 

Prou•• Truth or CoDoo~eneot 

Station: 1fRC aDd liBC Rod Botvork 

'll.ae : 8100 - 9:00 P. M, 

Prop-.. : llst1 oul Ba= l>MA:o 

StaUoDI VRC aDd liBC lied llttvork 

JIULOVA TlMI SI GIIALS PBCIIOTI DIRNSI BONDS AIID STAMPS 
RIOOLAllLT 11011 Ill THI l!Jlll OF 428 A!!;IOUIICI!am'S D.ULT 

OVD 134 RADIO !JrA!!'IOIIS. 

206 

• 
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FIELD ORGAN IZATIO N ~WS Jj"ue~ 
I>I! PBNIB SAVINGS STAPF 

1'RBASURY DI!PARTMHNT, WASHINGTOI', D. c. 

I.JI..lj FIRST BILLION 

•caah diJ)Ooits at tho ~ !I'Ca the oale of Defense Sevinga Bonde 
went over a bUlion dollars as ot :reat.erd&7, JulT )l, 1941. This is 
o!l""&t and t;oocl newa . I eonvatulate all tho .. whoso united coopera­
tion baa Mde it possible, I congratulate eapeci&lly the ..Utitude 
ot patriotic Aaericans Who have be&\111 to invoat. their aavings for 
their count17' s troedOIIIi 

"Tho first bi.Uion haa b•cn raised in the Allerioan '0&7, by cooperation 
rather tlwl eCllllplllsion, I 11m confident th&t tho aecond bUlion can 
be raised in the s!IIMI democratic way, yet stiU more apeedily. 

"I M aopeciall;r glad to see that thu aaleo o! the Serioa E bonds, 
tho ' people'• bonds,• wcro 37 por cent greater in JulJ' than in June. 
When it 1a r....,mbered that nobody may bey more than ·~,000 worth of 
th .. e bond a in Mo:t one 7"1.%' • it. ••au J>lain -to coo that. the 11ood habit 
or thrUt. 1a apreading ! ••at """"~ the Aaerican people; 

•Syat.uutic ... vin&s J>lanS nrc '""' in operation in hundreda of !act.or-
1 .. and ottieea rraa coaat. to coaat , in cve17 caae with tho w1llln& 
npprovl>l or tho worker• th ..... elna. De!anae Sevtnca Stups are n.­
bel..n& sold by 100re than 30,000 ,..taU etorua in addition to 16,000 
post offices end 10, 000 coaDercial end ••vin&• b4nka, and savings 
and loiUI nuociationa, and w intond in tho noxt r"" ween to double 
lllld NdOI.Iblo tho nllllber or theso outlet•· • • 

"Thv l'asult.a 10 tar are a rin&in& J>rGOf that we •riclftll can unite 
in derane~ o! our lib<>rtiea. And we have onl1 juat. boCUJL.

0 

-Han. HenrY llorgonthau, Jr. , 
SecNt V'/ of the Irea.sul7 

• 
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TO TIIB FI!Ul STAPFo 

Tbe reorpo.we ot the publle to the DefenM Sartnp 

Pl'opoaa will be tn>iul ot 8ftT)' tine etand&rd Ht b:r 

the American n&tion in ita history, E'riclenee 1.1 llllllie­

tekable that tMre i e genuine W>deretendina of the 

n&t1onel. -rgency1 thet the public ie 'uniti na behin:l 

the Detenae Program aa only a loyal and an aroueed 

eitiunahip can do. 

The aboft etate•nta are -.cle attar naita with 

11111.cy Detenao Sav1zlce C.-l.ttees 1n Oftt'7 section ot 

the eountey. St4te 1 county and city groupe are do1110n- . 

etreti.ng their dowtion to am belief 1n the Amoriean 

WillY by action, outetao>11ng citizone b:r the thouearxle 

ere enliatina aa wluntoera to carrr the DefeDSe saYings . 

••sage to alllione ot aen1 -.)llfln ard ch1ldren thr<>u8hout 

the lArd and to prorlde tbll ~ convenient llflthode to 

aake the aecuritioa o...ailablo tor purchase , The plo.ne 

far organiso.tion o.nd marketing that aro boina toll.moed 

1n tho adctione rleitocl o.re aowld ard truly Allorican . 

Tho public rospon.ee will be oq\8ll;y tiDO. 

Sincerely your a 1 

Field Director I Detonee sartnga Statt 

.. 

208 

• 
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Al.LOl'loiENT DEVELOP121fl'S-
Labor and. industrial leaders coop$l'ate - page 6 
W&nutacturers Aaoociation urges prompt action - page 6 
Bankers stand by to ron4er a•aistance - pago 6 
Picture - Airplane parte m&kers lOO'P - page a 
Oil eoapaniea 1nstall.1ng plana - J>&&l 9 
Pictur. - lb1el allotlllent card avallable - pa~;e 12 
AllOtmBnt 1n the Pacific llorthwost - page l4 

BANK tm'ls-
Bankere assist employers install allotment plana - ras• 6 
Defense Bone! \leek in Georgia - page 7 
Floricla banker looks for new ideas - paso 7 
One bank ' s program cleacribecl in clotail - pa~• 7 
Pictures - Speeial bD.nk clisp4,y• - pag~ a 
Seattle bankera install allot..ent pl.&."ls - pago l5 

c:a!l(IT'l'il&S R!!I'OIIT-
Floricla, llaine, Nell Jer .. y oncl 1/ew York - p&fSI 4 
Oklahcaa, Texas and >faahington - page S 

:.USC:::I.I..AmX>Us-
State Government employees crganiz~ savingo cl ubs - ~ag~ 9 
Federal Creclit Unions sell Oe!on•• Bond• - pago 10 
Defense Savings stotiatics - page l~ 
Lifo unclerwritors' Dofonso Saving• eomroittoe • pago lS 
Baseball public e.4clroaa syatoms mobilizod • N• 17 
Boy Scouts on the job - page 17 
Cba.irlllen ot Stato Oefanse Sa·dngs Cor&itteoo • 1'&0:" 18 

QOOTA.BLS QUOT.l$-

209 

Jamos B. Carey, National Socretar,v, Cl~- pogo l) 
Walter D. Fuller, Proaidont, Nationel Astociat ion 

of llanu!acturora - J>olso l) 
Vlilliam Green, PrGaidont, Amoricon Feiiorntion ot l.llbor • P>J< l) 
Albert Hawkes , Proaidont, Chamber ot CCO¥Wrco of tho Unitvcl States 

and Chairman of the Do!enao Savinge Coa.:J.t.Loe ! or ilcar J<n or • 
paoe l) 

J&lllCa A. Pbillipa, Cho.irman, P.ailwt;Y L41>or 
~eeutives Asaociotion - peso 13 

Hon. Honry l!orsenthau, Jr. , Sccret.ar-1 of t l\t ·rr-r • ~-.) 13 

RADIO-
Progr&IIIS tor cccinl wook • page U 
J..:an.y tine local pro~ • J><ll l U 
Picture - Boston' • Dotoneo Va.-ittiol • ~so 12 

•• 
-3 -
~---~-

• 

Regraded Unclassified



C!Wfllml APPOINI'Z.D IN FOUR ADDITIONAL SUI'ES 

FOUR UORE DISTINOOlSHm CITIZ!NS he.,e ecce ted Seo 
!ntltotlon to serve eo the act1•e oheir~n or t~o 0 r rotary Korgentheu•e 
b~ ln•· orgsn1zo4 in their atetoa: 1 ••u Sn1r.ga Comittess 

IDAJ!O 
John A. SchoonoYcr 
Pretldcnt, Idaho Firat Notional 

Bank, Bolso 

Y.A!:SAS 
Willi~ Allen White 
~!tor ond Publisher, 
The Doporie Oezette 

W.ASHINOl'OII 
J"oel !!. Ferris 
Exeoutl•e vioe Presldeot, 
Sesttlo-Piret Notlonel Bank 

WISCONSIN 

The Shtbi)Jgan Preeo 

210 

A LIST OF 'D-:E ACTIVE Cl'.Allll!l!N In the U atatu whore the heeds or State 
'"t•••• Sevin~· co~ltteea hate been appointed Ia preaonted OD page 18 of thi 
t uuo or the NEWS LEI'l'Ei!. • 

TP.! P.ONORARY C~~lauAN ot thcso co~lttPOI in oach lost ance is the Coteroor 
or th' St ate or Coc.T.onwoalth. 

.. . . . . 
NEWS OF STATE AND LOCAL CO!.!lJITI'EES 

FLOrt!DA--Four oounti~a are now tully organized, r oporta Deputy State Admlnls­
t r>tor !Carl LohmeJlJI, 011d Defons.> Savilli!O CoMittces oro rap1c1ly ebaping 
up In the othur countl&e. County co~lseiooero ore oerving •• the 
F.<>norory Cbel r=cn In most cows. 

~IE-~ho State Coaolttco ls e~orl7 eoc?l eto. • • County Cbal~n haYe been 
appolntod In tl•o countlos, • • Folra held In the State of Kaine th1a 
Yee..r be•e booths whore peo9l& cu s&eu.r..l lntornat1on about ~tense Sa•­
inga Bonde CIDCI p\ll'Choso D;:tecse So•lnga StCil:pa. 

li!W JERSEY--organizat ion or local co~~ttoea in !oaex, P.udaon ond Uoloo coun­
tloa Ia ProRreo•in~ repidly . In thlo work, Deputy State Administrator 
Paul Conodo hae hod tho ossietonce or Altrod .r. §peak, Aaa1atent Treasurer 
ot the Fidelity Ulli on Trust Cornpnny , Jlr, Sp•ok hoe been loooed by 
P.oroco K. Corbin, Pr~eldcnt ot the Fidelity Union Trust Company end Cbolr­
.. .611 of !low .roraoy• • Banking end Fincoco oub-oommittoe. 

!~D'i YORK-..Coma.n4er Henry ?.'. Bc1mttnn ot the u. s. Na'fy bee rece-ntly been 
eseigned to th• St ot o Dofenso So•ln8• Comittoe tor Nflll York to serve •• 
exacutho aaahtant to CheimOJI Com.ender 
!!OiiiiOnn • •• tor=orl7 Cho1rmoo Boord end 
Ia or Ken 

• 
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'>1f .... ~ 
1en or State and Local C.-1tteea (Cantinued) 

oXLAHOWA--Direct representatives of the Oklahoma headqUArters of the Defense 
Savina• Start are be ina appointed- in each of the at& to • a 77 counties by 
State .ldminiatrator H. C. Jonee, 'l'heae •county administrat ors• will 
help in the selection of the chairmen and mombera ot Defense Savings 
Committees tor the citiea and towns in their cowntiea. 

All or the 4,200 lawyers in thia at&to have received material which 
they can use in prepartna speeches on the Defense Savtnae Program. . • 
Ludina retail stores in the state have been asked by Roy L. S&ntord, 
President o! the Oklahoma Retail llerchanta Association and member of the 
state coanittee, to plece Defense Savings Stampe on sale in their atores. 
Each tMmber ot the State COI:llllittee has been asksd to write a 100 to 
15()-word atate..,nt on "llhy (tho individual& and organizations 
whi ch he particulerly ropresonta) Should a.y Dofons• Bonds and Stups.• 
Oklahoma newapapers are beina &eked to publish thie aeries one article 
at a tilr.e. 

~In l'ort Worth, the Tarrant Count7lledical Society, the Lite Undel"tfritera 
Association of J>ort Worth, and the Tarrant County Bar Association have 
appointed •o.ranse Bond Coanittees, • which are circularizing the members 
or these professional groups and urgina regular purchaae of Defense 
Savtnas Bonds. 

In Houston, the Junior Chamber or C00111erce haa established a De tense 
Bond ape akers colllllittee, under the ch&irman.ship of llilton Gresory. The 
Jaycees will work wi th the speakers bureau ot the Houston Defense Savings 
Colllllittee. 

li~INGTON--For pu.rposes ot the Defense S&vtnaa Progru, f i ve areas have been 
established in the state and an •area director• appointed in each. Area 
directora , who are ~rs ot tbe State C.-it tee, will a.,.otnt countr 
chai,.,..n in their territories. 

No~ S. Archibald, who is serving aa executive secretary of tho 
King Countr cOiliiilttee, is giving hia entire ti!M to tho p!'qlram. • • 
Ortice apace tor the King CoUIJty Defense S&vtnaa COIIIIIitt.oe headquarters 
has been donated by the United Exchange 81lilding, Seattle; the Washington 
llutual Savtnaa Bank donated office furniture; and several """""' have 
voluntecrod to do stenographic and secretarial work. • • A Speakers 
Bureau has heun aet up bT the King County Colllllittoe and letters sent ~o 
tho huads ot all clubs, informing them that apaakora are available on 
requut. 

NEilS ImJIS 
Texas Oklah-. and Florida wre tho tirot atatoa to have their own 

DotenU'Sa~tna• News Letters. A ll.llllber ot other statu are planning to 
establish thea. ('.fhich makes us recall t ho roark about. tbe aincerest kind 
or 

• 
- ~-
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!VERY LABCa UIII<* 1A In Jo!'llq na inYitM t.o aend r epreaent&Ufta to a 
..,etln& an Augu.t. S, called b7 J" J,b'!'-!:tz• Jr,, C~eoioner or the stct.a 
De~rtment. or Labor and ..t>er Oho onoo St.Yinga c-tt.tee !or Hew Jora•:t· 
S~W~~el L, Rothb:f! of tho In Je!'llo:y St:.to CouneU, C, I , O, , cooperated with 
11r, Toohey in c in& t.hia aaeting .ncl in "pl~ th• aclvantageo or the 
allotment plan to thoao preaent, 

TIE 1 ,100 LAR(EST niPLOtEJIS ot labor in Now Jor .. y (liat aecurocl rroa the 
New Joreey State Chamber ot C0111110rce through tho cooperaUon o! George K. B1lt, 
presidont) ht.ve roeoivod a apecial lutter !rom State Ad&lin1atrator Johll ll, 
ltlMing, oxplainin& how they can aiel the Do!onao Savings Program by making it 
convenient tor their workero to eave and invest in O..tenao Sando rogulorljr, · 

llr, llann.1ns euggeata that cOIIIj>alliea set up Dotenoe Sevin~~;• Calllittcco 
and that tho Mabe!'ll or thea" COIIIIdtt.oea peraon:tl.l:y aoo each emplof"" Md "ek 
him to bee.- a p&rtnor o! Uncle S~~~~t, 

"11o want the individual 110rl<er,• writes llr , ~. •t.o f ·>ol U.:..t 
he baa a pereonnl ahara in the Oefenaa task, Proa the st!mdpoint of 
morale, this i a iaportt.nt. • 

THE INDIANA IIMIUFACTURI!RS ASSCX::U.TION, which rocontljr invostud " sub­
stantial aum in Oetonao Savings Bonde, hns ursocl all or ito 3200 mombors to 
cooper~te with the pr ogram by making Ootonoa Savings ~otment plcns cvail­
oble to their employees , 

"Tho Association hna oot aside !undo tor tho purob~ae of Defense 
Bonds,• writea H. 11. Cochrane, secrotar:y. 11It urgos the .. ,a coo~ 
eration !rom all em~oyers of the state , , • If you h>vo rcceivocl 
the letter and formS (for tho inst~ation or peyroll allotment 
plena) !rom 1tUl H. smith, ~to Ad.21r.iatrs tor, Dof<'l\1& Savin» 
Sterr, and have not put the progrM into v!!vct, •on 1 t :rou do ao 
at once?• 

liiTHIN THIU!Z DAYS .. rter the Seattle Trust :l.nd Savings Bonk ht.d of!o>red to 
assist employora install Defense Snvinga ollotmont ,t.no, lJ omployors -­
roprosanting 1.)00 employees - bad taken 11clvtntogu of tha oft or • This btnk 
has sent fllll informat ion about t ho Oef.mao Saving• Progrlllll to l£.oo ""ployars 
in the Stato of 'llnahington (most of thum in So•.ttla) • • ' • Another Se~t tlo 
bank which baa written to all of its dopos ltora otforin~ to con?Or ' te with 

0 them in setting up allotment systems is tho P•clfio N:.t.ionnl . l.ncl in S!ji~"" 
all emplo)'llre have roeoived iofol'lll"tion trocn ThO Firat Feclarnl Sevings • 
Lean .:. .. ocintion about tho Application of thO poy roll ~ot.mont plan to 
Deronao St.vinge. 

• 
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BAIIK2!lS_ .§';'.§Jl!iE?,~;~:> oo:ro ~ 
"HICI!L't SUCC::s:!FU'~• is the rero:-t of $:.a~o Admi:U.strator !!arion Allen 

on tho Ceorgia Defense Savinss Bond 1'/eek, Jul,y 26-AUI!\I&t 2. Public speccho~, 
parades and patriotic displa,ye lent ""VII&oia to the probl'am, vmich ,130 s n-
sored by tho Ceorgia Bankora Association, ,>0 

In Atlant!, prominent bankers utarfed a booth set up nt "Five Point• " 
principal 1nter3ection in t~e bualneoo orea, ru.d sold St~s and 
Bonds to all comers . 

In Savannah, a~ bombers showered Detente Savir.ga luafluts on the city 
each day during Defense Bond Vloek. 

In Ltacon , Columbu.!L..._Augusta and Rcmo - and !n ~~~aey smller plo.cus _ 
\lrishtsville, for example, tho week wao celebrated t..-ith " "-l>roo>1.:t,0 
cereiDOnies, In this latter town, l!a.for ',/, l' . C,ctloYI prockit.Cd a 
two-hour suspension ot businoso, !roo J ~r-PL: 'in-order th3t oll 
could attend the mass meetir-<1 at tho courthouse, 

.. .. .. • 
"1 Ali LCOKI!i"~ lf.:e ~" 

EVOO BAA'l<ER ll1 FLO~l!JA has recently roc.iV<Id a lotter l'r<lm \!, 1: . 
EeZachorn, Prcoident of the Union '!'rust C~any or St . Potornl>-~rg·, C.~al.n;.o.n 
or tho Public Relations ~ommit.tee of the Florida !lr.nkero Association and mo::­
ber of the Steto Oofons~ Savings Ccm.ittec ~or Ylori<l<~, ""klng tor ·~~~c>ti<lllo 
as to how to prCCliOto tho sal• or D~fonsc Sav-lngo l!c•c• and Zt¥-:>s, Tho Ur.icn 
rrust Con>pa.n,y ' o program he outlinus ao follows: 

Rogulsr purchaoo plan installed for "11 officers >nd c~loycos--
practicnll;; lOD,"; partici;x.tion; 

Rolllindcr notices include<i in all bank advortit•;r..onto ; 
Special postor display• prep<ll'Cd fer o>&llk window• ""~ lobby; 
Special Oe!cnso Bond blotters •ont to all b~nk cu•~~ro; 
SCI4ll busi."\OSS firms ~skcd to otock DcC~nal SlvinJ! J!.tttJ:lS ior 

their eJOplcyeos . 

"1 am lookin.a tor now ideas, " writes i:r . LeZc.eh!m. "Pl~<.: lot co know 
wh:>t you and your institution ar.: doing nlong th :oo lines . • 

.. • • 
0~ iWfJ{'S P!WtAU D>SCRI;.;o 11! .£~ 

TH~ OUTS'i'AIIlliiiC JOB of D•fcnse Savines prol'.lOtion boiaJ8 done b~- tho "'!ret 
liaticnal Bank o.nd Trust comp3.11y of Tulsa (Sec ::z:;s L~"l'":'>?. :1o. e, P~C• 19) will 
be matched by other bunks in Oklahoma . 

AN :ICHT-PAC.l BOOKL3T explainl.n8 o.nd illustrating th.lt l.>t.nk 's Froerwr. of 
nowspnpor advertising uank signs billbo~rdo, forr.~ for ro~~'r depOtltor 
til.thdrnwal OrdllrO bacl. blot tors,' OtC 'I hUO 0000: rrotl!lrYd ""d SQnt C)' !lJ.t.i_'! 
l.:eClintock, President of the First Nation>l and "'at:l>or o: th~ !:;t~~" il<>f:·'"" 
Sa•lingo Coooittoe for Ok1.3hoc&., to 416 Ol<lohcc::: b:W<o ..n. 46, roO'iror>>•r- in 
tho at.:lt.e. 

- 7 -
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AIRPLANE PARTS MAK ERS 
IOO% FOR DEFENSE SAVINGS 

Workers in a factory producing airplane and auto­
motive machine parts a~ shown u they enlist in 
the defense savings program. These are a few of 
the 300 employees of the M- Ll Mnnufaeturing Co. 
or New Haven. Conn. who arc now partiCiJ,ating in 
the defense oavings payroll allotment plnn. 

~t I 

ll'iodhlown American Flags aurround the Minute Man 
I'Oit<r In the lobby of the Fir11t Tnat & Deposit Co. of 
S!'lacwt, N. y. 

The biqttt watermelons grown in the rounty 
eall attention to dtfe- ''"ings in the lobby 
olthe Leotburg, Fla., National Bank. 

1 t -··••h••• •• .... 0 '11 1 ,., -··-•! 
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srATE COV!!IIIIENT nii'LOY!:!S ORC.\NIZE DljPE!lSE SAV'mlS CIDilS 

COVl2UOR I.EVll!E'I'l' SAl.TONSIIU.t. or Uaooochuoo~ta, rea;>oll41ng to a SUS~<os­
tlon ado by Stata Administrator Daniel 1 . Doherty , hao called upon all stat e 
employees t o enliet 1n tbe Defense Sevingo Prosraa. 

tJQur bleeslnga can onlY be preaervod by sacritice," Oovernor Salton­
s tall wrote t'l Petrick 1. lloyDJ.han, ChairCI&JI of tho State comission 
on Administrat ion and Finance, "Those or us l'lllo oro carrying on tho 
work or government have tho roeponeibility of helping our government 
protect tho security we enjoy. We have oleo tho added responsibility 
or lending the way and setting th& uxemplo t or our f ollow citizens,• 

CO~WSSIONER l«>nm!AN has transmittod copi na or the Covernor• s l ettur t o 
all hoods ot state departments and susseated tho for.otion or Defense Sevints 
Clubs and the ostablishmant or otbor phno for uneouraging oystCJll1ot1e purpo&c 
ot ooronso Bonds and st~~J:~ps by state e!l!Ploycoa . 

PI.mGE CARDS used in coDDOction with tbo Fod~ral tnployoo F\lr<:hooo 
Plan could. be uecd without alteration by stat" and local scvcr=<>nts 
>dl1ch hevo s1n1lar pur<:hesc progr<u!IS undor way. Tho"" cards o.rc 
ave1loblo from thu Dofensc Sev1ngs stat!' upon request . 

PAX llOU All.O'D.!DlT IN NATION'S OIL FIELDS 

OIL COMPAh<ES in Oklahomo nnd ndj o1ning at\too nro ostnblishing aol•ry 
nllotmont plans mdolod art or the ono inotnllod by tho Phill1 ~• PetroleUM 
compnny or Bartlosvillo (12 ,000 omployoo s in 22 ot ntes ). 

K. s. Adana , President or tho compeny end noobor or tho s ; cto Dcfon•o 
Sovings Connittoo ror Oklahoma , baa s ont copioa or hio conplny s pl on to 
ooro thon 500 oil compnnie&. Tho eccOJ:1PilllYiD8 luttor to oil conpbny pNsi­
dcnto urging thOD to sot up Dvtoneo $3v1ngs aolor; ~llo~~nt plcns, ~t 
sisnod by llr . Adnme ond Frank Phillips, Cbnt rr= or ~hu iloord or ?llilli;>s 
Pctrolowa. 

PAY ?.OU ALLCii'I!ENl' FOI.D!!IS A\'.UlAill.I 

Tho tour PQ80 !older containing tho ~••seco "Dillion~.;~~b~t!:~~·t::d 
lntormtion obout SOr1os E D<>fonse S<>vino;s Bonds ia no-r; n -
tollowing per ogroph : 

"For your convoni•nco, o Pay Roll Allo~~nt Pl nn 
has bee a adoptod by you.r omployor • 

"Ask nbcut it . • 

h c;h th ottic\JSOf tho St ot c 
Thoao foldor3 mny bo roqu1siti~on~~ri~~. "Po; Roll Allotment 

Adminiatrntore . The fold~rs a rc ·.n 
Fold ora - DSS - lll . • 

•:) t -.... 0 

~-------------=--~--------------~ 
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"PPM CRPIT U!!IOJI SIJJ PP'P§! BOp 

IIUIGRI!Z8 or ~ CRI!DlT tlliiaB 1n all parte ot the c Olllltr,y are qllll-
1t)'1zlr aa 1aallinc agenta tor Series r; Boft!a. TbeH creclit unions are 110st 
trequentzy ooapoaecl or the employees ot the a&a~ buaineaa or imuatr1al 
eatabllahmant and lllllintain ottioea 1n the plants -.here their members .,rk. 
By qua~ ea 1aallinc agents, these credit unions mt.ke it ver:y convenient 
tor -.orkera who do not h4w ocoeaion t o 10 to a bank or poet ottice rogularzy 
t o invest 1n Detenae Boma • 

. "Credit unions are by their wr:y nature partioular:cy 110U 
adaptod to reach tho broad aectiona or thritt.y people tho Treasury 
Depart1118nt hope a "rill purchase th1a orrorina ot Bonds, n stotos tho 
nowa l etter ot the ~it IJnion Section ot tho fllrl!! Credit A&dn­
istretion - the ap.ncy responsible tar the supervision or aU 
!ode~ chartered credit unions. 

"We &re wr:y pleased t h4t the Troaaur:y DOpart.olont h4s giw n 
Federe.l. credit unions the opportunity or ae~ these Bollds. 
It is a chance tor Federal credit unions t o ronder l.maluable 
public aoMice aa 'II'OU as a grnt1fYin1 recocnition.• 

REC!!Irr REPORTS 1ndicate that creclit unions organi.zed among the cr;>loyees 
ot tho Yale & Towne llanut'llcturing COClpBey, Pitney-Bowea Fcstege tletor Coapa!'O', 
and Colt• a Po.tent F1N Arms ll!lnutacturing CO!llpllcy, aU 1n Connecticut, haw 
qualified aa 1aau1ng agentso 

The Colt &!!!ployees Fe<!ernl Credit lJhion, to which a naj ority of 
au Colt employees belong, has Qllde i t possible t or beth IOOobers ond 
non-cnombers t o invest 1n DefoMo Bollds tbro~ regular oalor:y allct­
amte. 

L. B. Kilburn, treasurer ot tho Yale i'rlcnakers Federal Credit 
Union states thet •e,.,rything possible '111 be done to encourage 
cz'8Ciii union IDOI:Ibors to buy bonds 1n tho interests or national defense.• 

The ostabllshcent. ot a "'letonso Bond I.easuo• by tho 
buil.dere Federal Credit 1Jllion waa reported 1n the NElliS 
Aucust 2. 
Up t o Juzy )1, 19'1 Federal credit UD1ons had qualitiod aa is•uin& a~;ents 

tor Series B Bonds. 

* * * * * * * 

A Ce>rrection 

Only i m ividmls Jlny be named either a s c~r U:t~';{!~~,;;:ot be 
registering Detonse Savings Bonds, Ac~"f;~, be doing in NE!IIS lEJ'TER or 
llllmed aa benetioiar:y aa ooe r:an ~~ re Oft..,_nt or 4 corporation as benetic1ar:y 
July 26, page 14. A bond naming g ~ th' _ error ecce a t o the attention •ill 1t issued be oo.lled tor reissue .. ue:l '-" 
ot the otrio~ 1n charge ot ita recist!'lltion. 

-10-
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D:Sl.!NS!! S AVING S ON THE AIR 
Lead!M Prcsrtyu t or t ho Coo!li!!fj lloct 

'1\leadq, Aupet 12 POR ~ICA \'/! 3Il«l 7:30-8:00 P.JI. (ESf) 
llllC BJ.uo llotwork 

A l!llls1cal prognuo t ooturina c ... p! ooo 111!0 ·~hoey orchostro oll4 chorus 
oonduotod l>y Dr. lrrullc Black , contril>utod l>y tho Nc1t!onnl Broo.dCllot1ng C.;..puey . 

OUEST STARS! Ol odys Sloortbout and Llllllly Roaa. 

Wodnaaday, August 13 

• • • • • 
IIII.I.IOIIS lOR D~ 

( 'lho Troooury iiOUl7 
8:00-9:00 P .l!. (!'$) 
CBS Net>1ork 

GO!Sl' STARS: Al J"olaon, .!d8llr Beraon and Cho.rlio W.Cc.rtby 1oa.n c;,..,.tord 
Bibu Sllyoo , w1th Al OOod""n e nd his bcUld, Br.rryl'lood nn.c1 R~ Block' s cbDi;. 

• • • • • 

IN ADDITION to tho network to~turoa l!at ccl n l>ovo, thoro f.ll'O sovorlll 
locolly-procluood nn4 nrrcngccl radio ohowa do•otocl ont!roly to Dof cnsc Srvi ocs . 
Boston, tor oxo.mpl o , now hr.l.s .!!!2 such prosraco. Ono , "1Ull1ons t >r Dutonso ," 
hos boon on tho nir ainoo· J"uno 15 (NEWS LETI'Z!l Mlr.lbtlr 11, A\1{1\lot 2); 'lho 
othor , "Dotonso Vnriotios,• wns first ho~ Sundoy uvon!ng, ;ruly 27, over 
at nt!on WAA!I, nnd in tho futuro will bo hunrd on Sunilr.y ovoningo cvor otnt1nn 
\IIMIOC . Soo studio pi cture on the noxt pogo . 

"Dot on eo Variotioa• is wri tton nnd producod l>y Ed !ION A. Cronin oll4 
Pnt Le Solva , two Treasury c:1ploycos in tho orticc of 'l'honos B. Kcsoott , 
Collector of Intornnl Rovonuo tor the clhtriot of Jlnooachue<-tto; A tcot~rn. 
or t.hia abow ia tho thCDO SO:>g •Kocp Your L18)1ta .UW" YI a.rntng, ;.,.,rice• 
wr!ttnn l>y lloesrs. Cronin nn4 1.0 sclw. Tho Booton '" o!cio.DD u;licn h!".s a!von 
local orchoetrna poraission to contril>uto their aosical tolont to tho ~· 

• • • • • 
IN IIINNESOT.\ tho Doten~ SC'I'ings Condttooa ot II!Monpol!e o.nd St . Pllul 

eponeorocl jointly 0 roun4 toblo ll.l.ecuss!on P'U'ticipGtCid in by Deputy Stntc 
Ac1111.1ni atrator Liot Oilstad , ll1n;lcopolia Cb:l!l'lV'.ll Robort F , Pnck, oll4 St . Pnul 
Chail'l!lan Roy wont~. A opocinl p~y!na ot •Any Bonds Tod.' y?" opunccl and cl oecd 
th1o l>roo4coat . 

• • • • • 
• ID!N'l'll'Y '111E MDSICAL SEU:CTION nn4 · lfin a Dof on.o St\Vings Bond I" Evory 

'lhuraday n18)1t ovor Stnt! on WLBZ, Bcngor , tho 11!\i M Co11trol Rr.!lrood oponocu 
o progrM 'flll!ob t ooturos tho· awarding or Dofonso I!On4• and Stncps. Tolcphon• 
IIW!II>ora oro called at randOI!I !Uid tho persona Mrwort ng, nsko4 to identity 
..,a!cnl soloctione ployod on' tho progrnc. It t hey do oo correct lY, thoy re­
echo •~ Doto1180 Bonds ; otherw1ec, ~~ 1n Dotonec Snv!naa str.upo . 

- 11 -

• 

Regraded Unclassified



NEW ENGLAND'S " MILUONS FOR DEFENSE" RADIO SHOW 

Station WORL, Booton, bao aired New England's own "Millions For Defense" radio show every Sunday 
evening ainee June 16. In the studio picture above, rrom lei~ t.o right: K11rl Na.z.arine, tenor; George Mieheals, 
WORL announcer ; Gordon Wayne, \VORL director or the program: Bill Cannady, WORL announcer; Ed 
"ronin, Deputy Collector or Internal Revenue; Pat La Selva, musical director; and Bert Williams, orchestra 
te3der. 

: ....... 
• . 

• 
I~ 
' 

PAY ROLL ALLOTMENT CARDS AVAILABLE 

-'il'-·--- _., ·-­-· 
....... -...- ==~.:.-::" .. ... ... -tl ;...... • -· 

PAY ltOU. AUOTMDIT AlllHOitiiAllOH fOit rul<MA!l Of 
UHIT£0 STATtS SUIES E SAVIHGSIOHOS 

Or ­
T• .._ . 

I bmtof .wehor•• fOU to dtdoo fRim "'f a.ml~tp t«<l ----:-:.,,-,,.-,,.::c-= ::,-- dw ..- of 
1 __ dlt~.,r\e .,..,lh eht r-'Y naU l61111111 _ l!~~th cllflf thr """'I'C'd ~~ ... .._.·,--
.-moun, $ hu .tm~ft'l•lb.ted to 11'1)' c«d•. 10 f'll k.h•w Uld dtiJ\n 10 lllf • lln.•lf"'l Sc•tn Stroe6 
£ s..~111"' llonJ tNtunty n laiw.t $. ___ S..Ch~••thAIItot~t•~*"""h r'f~lhc.~ 

J lflfl 11t11il (•) Ttunlr~.cion ol tn)' tft~PIOJmo\t, (b) wnu~ I'IOikt b)' 1M of the CMCclflfon of l1lb •lkll· -~,·o:;.,-;,;;i--
• - nwnc, Of (c) Ttrmin•tiOtl o( lhiu.lloltiiC'I!Urt,ngcment by ) 'Oil 
• -- l uondrrw•nd th.tl no .nurnc itiO t>t ~id bytMcompu'l)' Ofl 
• P.eJj"'" kind• In chc IUme of and ddwcc lo: This is n reproduction of the pay roll a1lotmcnt 
.. ~~·~ ........ - ········ • ..:-;. ... ,;;;;,;:-·~" _ authorization c:ard now available from the de.. 

··- ·---- """ rente aavings atatr in sufficient quantities to 
f AdJtftlotc:.=:c'f'Ot~il&lf~:~·~:;~~ 1 upply small employen who do not wish to print 

BACK ............. .. .. ~- their own allotment..autho.ma. tion forms. ···· ·······"~-='"···· · Thtte car<b are beong dostnbuted through the 
...,.., Stato headq~n or the defen.se .. ,;ngs staff and an employer who needs a supply ohould addN!II 
h11 IOQIIflt to the Stato administrator in his St.ato. 
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I ;lxcerpU fr<x1 the 
PatUit 00 DEPENSE SAVDICS BONDS AND STAl.IPS 

Bro:ldeast July 22, 1941 ovor stations or t he CBS 

•The appeal to voluntary action has already brought promising results fraa 
<he ranks or organ1~od labor in the early months of t h1a drlve. You know or 
tho &ction Of man)' locals in the automobile industry-they Voted to have their 
ec.ployera set aside a percentage out of their pe.y envelopes eaeh week to go 
~oward buying Defense Bonds , • • Personally, I hope-and 1 expeet-that this 
voluntary weekly aav1nga plan will be adopted by large number s of locals 
~hroughout the organization of the C. I . o." 

219 

- James B. Carey, National Secretary or 
the Congrus of Industrial Organizat.iona 

"I have great faith in the American people , And 11m sure when they 
, rasp thv aoundnoaa of the Oe!onse Bonds and Stomps idea , they're go1ng to 
pltct. in ..nd really ooako a fo of it. • 

--WOlter D. Puller, President of the 
National Association or Kanu!acturers 

"We workinf!!!lon don't expect perfection in our lifetime., but we know what 
..._, ve eot, and we know it can be aproved only in the do::!OCratic way. • • It •s 
oot a choi ce between a perfect world ~d an imperfect world , • , It's a choice 
b.:tWilen ho?O and hopel essness . Our hopo lias in America , nnd we know it, 
T~:t 1 s "hY we ' ll buy Defense &.v1ngs Bonde and Stampe. " 

-William GNen , President of the 
American Federation of Labor 

111'/o here represent Civ-> groups that a r e pludgvd to protect different 
ph3ccs or tho nntional interest; and now wo trQ .ll monacod by a gangster 
syst ... ., •·hich, beyond n shadow of a doubt , will wNick all our interests if it 
P""V'il5 . Seoing t het that ' • so, the first thing, 4S or July 22 , 1941, is 
~o unite in tho effort to secure ourselvos from that menace, " 

- Albert Hawkes, PN;aident of the 
Chambor of Coomorce of the United States 
and Chairman or the Defense Savings 
C~tt~ for New Jersey. 

"koorict:ns aro at last wuldne u:> to tho tact t hat this war is a tr~gedy 
th,t 1s re:.lly h'"'po:ning , n crisis th~t arfocts the futuro of ovary aan, WCX!lall 
.... d ch1ld ••• Sooaking for tho r ail.ro::d "'"" or th1a country, I would ••Y that 
•• 1dll buy Oefu~•~ Savin£• Bonds ~~cause &3th bond sold is a blow struck in 
~h• dofono~ of our sacred rreodom as a nation and thu preservation of our 
dc::;ocrotic •my or lifo. " 

* 

-James A. Phillips , Chairman of the 
Railway Labor Executives Association. 

.. .. * 
"I caMot tell you how pleased I am to find such a united st!:lld 

in th1a discussion . , , You have pr ovided a dramatic proof that Aoerlca 
1s Abl o to unito in o time or crisis ••• I don 't th1nk it is exaggc,.._ 
'-tion to so.y t hnt this discussion, informal though it has been, hes 
been or historic importance •• 

--Hon. Henry Korgenthau, Jr. , 

.... .. . . ... 
- lJ -----
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PAT ROU. ALUl'DIENr PORJUR IN PACIFIC l()k'Uii!Si 

I.DIIIIER IN!Xl91Ri-

Lwllbo,.., in the Northwest ''tint to P!ll'tici pot o ln Dot on.., $1ViJlGS 
through pay roll !lllotmont pl.e.na , according to 1ohn Cb.riatonaon , proeldont 
ot the Lwnbor & 5<1,..111 Worlcere Union, who boo bOon ootlvo in 6XJ)loining 
the Dotonee Savings ProgrOJt to othoors nnd mCI'lbore or tho locals ott1l1-
otod with hie organization. 1 . H, Bloodol, prvei dont of tho Bloudc1-
Donovan Lw!lbor llills ond t\ m<IJllbor ot tho Dotoneo Sovinge Coi!IDittoe for 
wnshinston, 1a neaisting lumb..r exocutivoe tb.rouahout the rugion nth 
tbo various dota1la connected with the installation or allotment plans. 

Ed 1ohnaon, proaident ot tho llet nl Trcdoa Union 1n '1/eebio;;ton, is 
en active 111pport61' ot the Dcteruse Sov1nga Progr~~r.~ ond is urging 1oelll 
unions attU1nted with. his organizot1on to petition their cnp1oyers tor 
inStallation ot PDJ' roll e.llotc<.nt plnno. 

'Die Silver Loot Beldng Conpnny 11$S tho tirs t co~:pony 1n Spok=~ to 
roport tbnt all ot its 0Jilp1oyoes ""ro "l)(lrtiOiPI\t1118 in a Du!onso Snvinge 
pay roll allotm4nt plnn. 

PUBUSHilll--

"Somo wooka ago, "" put in a voluntary poy nllotm<>nt pl.sn in !!!2. 
Oregonian. • • Tomorrow ott~rnoon, tburo will bo the first t!il6 tlng of 
the e:oployoos• cor:r:ll tt~ und I boliw~ thl t before wo nro through "" 
will h!IVe 100,: p6l't1cip!ltion. lie :Uron4r h.~vo tb.rco 4~p<~rtoo>nts ~ 
1nclu41ng tho cng:r:>ving roo:>, • r eports Prlnur Hoyt, publi sher of tbc 
Port lend Orogon1c.D ond ch•ircnn or tbo I><.! on,., S<lvinga C()!!r-1 ttoo for 
Oregon. 

RE'l'AU. 'mADli--

Tho lorgost <1oportr.10nt s t ore in SoSttlo--l!'ro4or1ck & Nelson--has 
1netollod o Dotonso &v1ngs snliU'Y ollotmont plnn . Oonerol Mn:l"gor 
Will1ruo H. St , Clair hns nssumo4 thu roapona1b1lity of soo1ng t hat oll 
departmant etoros tollaw his conpD.IIY' s oxMtPlo . 

11118 
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roo or Bond 

soriea E 
Soriea r 
series 0 

TOTAL 

DEF!NSS S~VIROS STATIST ICS 
Bon4 Sales On Bea1o or I aoue Price 

:ror first Throe llonthl or Pi'Oeu 

~ l(oy !2 1Uly 

• 3<&8, 373.000 t l00,58l,OOO tl02, ~17 , 000 $145, 274,000 
94,052 ,000 37,817,000 28,876,000 27 ,359,000 
564,0~3 , 000 211.420 ,000 183,134,000 169,498,000 • 

! 1,006,477 ,000 J:l49 1Sla,ooo J:ll4,~27,000 ~2,132, 000 

221 

source: All rlguree ere deposito with the Treasurer or the United stotcs on 
eocount or proeeeda or sales ot Unltod Stotea SoY1oga Bon4s. Pigur.· • 

bon been rounded to noereat thouaen4 end wUl not noceeaeril1 Md to tot.ole. 

~: Flsurea preY1oua1y released by tho Trootlll'l Deport~nt tor WAY and 
rune were on the beals or telegrnphic d>llY reports rro: aclea 

egenctea and ot course do DOt conform to coab dopoalts ca shown sbove. ~ctual 
sales by aolee nsencleo tor the three oonthe Uoy, 1une, end 1uly, exceed tho 
rtsurea chen l n thla table by approxi=r;t oly $50,000,000. 

"The Llto inaurenee agents or tble country hope to be or old to tho 
netlonel detenae program end to the • ll- out ortort or the ~erlcon people to 
preserve Intact the democracy which hos r eoobod Ita greatest hei~hto h•ro ln 
our time , • aold P~rry T. Wrl5ht , president or th• Not lonol Aesoc1et1on or 
Lito Onderwrlters, tollowing the tlrct aootlng or th• Lito Underwrlt<rs 
Co==ittoe tor Not ionel DeteneP Sov1n6S· "Thla new comolttoe, ln sdd1t1on to 
developing o epoclel program, will ae&k to coordinate the ertort• o! oll 
lite lnauronea agent s to a id Notional D~tenee. • 

Tho co=mittoe , headed by Hr. Wright of Cbleogo, tnelu4eP: 

1ohn A· Wltbarspoon, Nashville Grant T~ort, Cowley, Wyo . 
Weltor !. Borton, New York 1udd Benson, CinolMotl 
Charles 1, Zl ... el'tiWI , Chicago L, l!Ortloer Buclcloy, Chicago 
E. L. Carson, Milwaukee Xonnetb Cassidy, San Francisco 
o. Sam CWNIIInea , Dellos Ralph G. !ngehaan, New York 
Alvin T. Holey, Greensboro , N.C. 1. Hawley Wilson , Okloho~o City 

Warren woody, Chlcaso 

• • • • • 
Purchase of Detcnsa SevinsS Bonds •to t he llmtt• by tho Standard Lito 

Inauronoo Coopany or In41ane was recentlJ reotured ln Indianopolis newspop<<• · 

•tt lethe purpose or this compan7 ,• P.arr~V . Wade, cenarel manager, woa 
quoted aa 887~ng •to support solidly t ho Ublt States Co~eruoent l n oll Its 
ondoa•ora an4 t hla purchase represent s taD&lble oYld<neo or that purpose.• 

• 

• 

Regraded Unclassified



P A1'RIO'I'ISII D!ltlNSTIUTED 

Here is a heartwarcing little story that helps to indicate that our 
great campaign le a truly hwr.an atf&ii', after aU 1 

A State Administr ator was interviewing a retired railroad worker 
with the idea o£ en.rolling him aa County Chairman. The man see~ 
ed to be juat the one qualified to do tha work--tine personAlity 
plenty of leieure t ime , excellent contacts, nnd a genuine spirit' 
or helpfulneu. Yet he s eemed reluctant to agroe to actual par­
ticipat ion in a committ ee. Finally, he confessed th~t his niece 
with whom he lived was counting on him to accempnny her on a vaca­
tion in Canada. They had planned their schedule, budgeted strict­
ly to !i.nance the trip on her modest salary and his pension, end 
nre looking forward to a gr.md new experience , His nieco, he,... 
sel! enthusinatie over the Defon.oo Savinge Procra~~, sensed his 
eagornees to be or real service and tried to persuade him to accel't 
the chairt~~~~nsllip. Finally he agrted to tclk it over with her ot>d 
not1ty the AdAinistrator of hia decbion. At aeven-thirty the ne><t 
ocrning the Administretor l earned that tho trip hnd been cancelled, 
that the gentleman would represent hie county, and that the young 
lady waa contributing her vecc.t ion IIIOn&y tc!tard financing the pro­
gram in that county. 

This is but one of oany examples of personnl sacrifice on the part of 
those who aro active participants in tho Dofonso Savings Proerrun end who see 
i n this Progrern an opportunity to render patriotic sorvice • 

.. 
I«>VIE SHORT AVAILABLE 

The movie short •America Preferred• ia now available in lb-millimeter 
sound rilll. Tills G a ten-minute version ot tho pict ure c:.~c espochll,y for 
the Defenao Snvings Progr601 and shown widely in cccnorl!i&l theatres. (During 
the first three months or th6 ca.:opai&n, t his ruturo we• shown in 6,61) thea­
tres and it is still beL~ shown. ) 

Printa of the lb-cdllir.leter fillll are being sont to cl.l State Mminiatra­
tors and, !n iddition, 75 copies are being distribut-ed by the U. S. Depl'.rtoont 
ot Agriculture to extension agents Md other departmental officials in tho 
field who hnve tacilitie~ for showing sound movice to term audiences • 

* * • 
~volunteer aoldier purchased the firat ~1,000 Defcnae Savings Bond sold 

in A achicol4 Florida according to Poetln<.St'r Hal HoC!I:IM · Pr:'nldin Coun­
ty in which A~achieol~ u locat«l, haa tho dietinction of having tv.d enough 
volunteer a tor the Arm:!, Navy ot>d llarine Corps to core then msl<e up its selec-
tive service 

-lh-
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The Box ;Jcouta of Alrerica , T.ho p:bcod on c11apl4y oarly 111 :ay core th3n 
1,000, 000 poatera aMouncing the Slllo of Defonao Savincs Bonds llrd St&::!ps 
hllve beon given their socord assigmont by Secretary !.!orgenthau, They ha~ 
eeen callecl upon t o plllce 400, 000 of tho l4rgo llinute lltln posters 111 prool.ncnt 
loel1t1ona . 

In a lotter to Chief Scout Executiw James E, \Yost, socrotnry llor senthllu 
sai dt 

"Kindly convoy t o the ~:~embers cf your organiwtion r:IIf wry 
oincoro a pprocilltion of this good turn t or Uncl e Sao, , , 
I ao con!iclont that the Boy Scouts will urdcrtnko t his ser­
vice and thllt it will be done at'!octivoly ard "·itt\ dispatch." 

BASEBALL PUBLIC ADDRESS S:iSTEUS l.IOBilJZZ!l 

BNneh Rick!ly, Vice Presiclent llnd Oonorol !.l>mgcr or tho St . Louis Cllrdi­
nals llrd Chllirt'oan of the Defense Savings Cca:>itteo tor llissour1, hils arrc.ngcd 
t o hllw Dofonsc Savings Bend and St.D.op announcements Cllldc ever the public ad­
dross syateos at Sportsr:an•s Par k, St. Louis, hooo of tho CCrdinals. He also 
ukcd o.'j or and minor baseball league otfic iala thrciJ6hout the c ountry to f ol­
low suit and to boost DO!onso Savings botTrOon innin&a. This is n<l'P' bcl.nj; dono 
at practically all baseball parks , 

In a rece nt letter, J.!r, Rickey says , 

"Thoro s hould be spot announco100nta on Dofonso Savines Bonds 
at o.ll tho football games . • , and v:hen I say !Ill I """'n 
high school, college and uniwrsity gor..ea as well as pr ofos­
d onal f::ll'l>OS • • • This effort vtUl at tho 11<1"" tin:e provide 
tho fr~:ll"'t~rk for basketball broadcasts •• • In ether words, 
tho Dot'ense Savings Bond aMounceoont erd cdvcrtis l.nj; can be 
worked into the pr ogr3l:1 of o.ll sporto all tho tino an:! ever:v­
\'thoro. " 

DEl'ElS E SAVIIGS BO:ODS 11ILL DO t.S ;nx:ll FOR THIS GS!e.ATIO!I! 

'llo.r Savings Staaps ,.,;e posoibl.e his c olla£'! oducation, 11. D. Robertson 
reported at the organization ..,cting of the snntn Rooa County (Fla. ) Defense 
Savings Cor.nitteo, Hr. Robertson' & grandfather, a ship buWer at i.l1lton, 
purchaocd t"o t S war Savings Sta.':!J)& back in 1918 f or oach of his grardsona . 
'11th this beg1nning, L!r. Robertson oventutllly ao.VC<I the ooney which [lO(!e it 
possible for him to enter t he University of F1orido. He is n"'7 an attor ney 
in llilton nnd PrOsiclent of the Junior Char-bar of c oo.'1orco there . 

* * * 
Desk cards reading "I a1:1 b>zyin0 Unitod Stntos Do!enao Suvin;;s Borde for 

llational sarety a nd Per sonal security" are bo111g distributed by the seattle 
l'ruat and Sa vinge Banl<. 
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224. 
r-~.~~~~t-•~O:!:~~t~o~--------------------------------------------------~ 

CIWRIBN OF STUE !lEl!16!! SA,VI!«lS 'i9M9!!P§ 

co:mscnctrl' 
Robert ar.wer Newell 
PrCs\dent, ~rtrord National Bank 
and Trust Compo:uv 

FlORIDA 
Linton E. Allen 
Prosidont, Firot National Bank, 

Qr).An:IO 

IDAHO 
John A. Schoonover 
PrOs1.dent , IdD.ho First No.tional Bank, 
Boill<l 

K.IISAS 
'111llt.aa UlAn White 
Publisher, Tho Emporia Gazette 

JI.AillE 
l'lalter S, WyQ<ln 
PrOs1.dont , Now Enelnn:l Public 
SorTico Corporation, Auguste 

t.!ASSACHl5S'riS 
Edwin c. Johnson 
President, H. A. Johnson 
Compney, Boston 

~CHIOA!! 
l'r3nk N. Isboy 
Proo1.dent, Dotroit FrUit Auction 

lcr!CIESOI' A 
o. J, Arnol4 
PrOo1.dont, Nort!Diestorn ll:ltioll'll 
uto Inauranco co. , l(inncnpoU. 

!CSS ISSIPPI 
Altrod H. Stone 
Ch:lirlll!ln, llississippi Stnte 
Tax Cocmission, Jackson 

I.IISSOURI 
Branch Rickoy 
Vice Pros1.dont an:l ocnernl 
:.l.lmgor, St. Louis Cardinllls 

!.IO:IrAXA 
A. S.. , Hoorr 
C3shior, Fodernl RoscMe sank, 
lie lorn .. 

ID J!RS!I 
Ubert W. ~wlces 
Pres \dent' concolAum-Nairn, 

xearey 

NEW YCIU( 
Col, Richard c. l'at t lft'son 

InC., 

Ohsirloan or tho Board, Radio-Keitb, 
Orpheum Corporation, New Yor k 

• 

NORT1l CAROLINA 
Julisn Price 
President, Jetterson Standard Lite 
Insurance Company, Greensboro 

OIIIO 
Roy D. lloore 
Vice Pres1.dent am General llanager 
or Brush-lloore Newspapers, Canton 

OKI.AHOIIA 
Lew Wentz 
Imopon:lent oU producer, Ponca 

OREGON 
Palmer Hoyt 
Publisher, Tho Portland Qregonian 

SOIItll CAROLINA 
Jallllls H. I!AIMIOn:l 
Attornoy-ct-Uw, Columbia 

TEXAS 
Too llillar 
llayor ot the City or Austin 

VER!.«)~ 
Lerl P. Saitb 
Pres1.dont, Burlington Sartncs Bank 

WASHltmOll 
Joel !!. Ferris 
Executive Vice rrea1.dcnt, 
seattlo-Pirst National Bank 

WISCOISIN 
Charles E. Brought on 
Publisher, Tho Sheboygan Press 

August S, 1941· 
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Appointcent made with Oscar Cox 
for 9:00 August 12th. 
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azcuttt& OI'PICZ or 1'liZ PPDIIID• •!lwtn 

~ ... , .. __ .. --eDCY ·····- I 
·-- :ow.o..c. 

August 9 , 1941 

Dear Secretary l!orgentbau r 

1941. 
I appreciate ...,r:r INCh your nota ot August 7, 

On the Russian situation, I enclose tor your 
cont1dent1al 1nton:~at1on a cable which Wa,yne Coy sent 
to the President. The President answered this cable 
late last rd.ght and when :you get a chance I would ulce 
to tell you orally what the present situation is . 

Wayne Coy has done a good job 1n blastin& out 
of 01'1! and the War Department action on the other items 
on the list of Russian needs, such as toluol, aluminuc, 
eta . 

!!on. lltnr:r llorgenthau 
SecretarT ot the Treuury 
Wuhincton, D. c. 

1<1' I I '' ' 

Sincerel,y yours , 

I 
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'l'KI PRBSmiiiT 

J.UOUST 6, 1941 

0SS P0'1'CIIAC VII. NI.VJ.L COIIIIUIIICJ.TIOIIS 

227 

J.IUWiOEIIID'IS liEARLI CCIIPLETE TO t'JWjSF£R 200 NO'• TO RDSSU. 1.1,0 

IQr II Blkll.jMD TO BB 'lR.lll!nlRRBD Br IJ.TI!II ,9 11CWr Ill u. S. TO BB 1'IUJIS­

J'II!RIIIl VII. IIOR'fB J.TUifl'IC Ill J.CCallllNCB 11ITII REQUEST OP DlllWi5U. 

01'IIER IU.TEIIUL 01 IIIIBDD. TB LIST 'llLL CCIIPLETB CiROO F01\ FIRS! 

SULIHO 2 SHIPS IU.t BB REQUIRED. IWUTDIB CC80oiiSSIOII 1JUW10I110 

HBCI!SSARI TIWISPO!!TJ.TIOJI. BOI.!BER DBLIVERIES TO BB DISCUSSED 

TIIURSilAt 1IITH ARIIf .liiD BRITISH, TI!RBB QUESTIONS, (1) SINCE ALL OF 

'l'I{E FIOIITER SHIPS BBING IU.DE AV J.IU.IlLE TO RUSSll ARE FRal BRITISII 

ORDJ!IIS CJ.II I IIISIST TO J.RIII tm:ESSITI TO SCHEDULE U.TE AUGUST AliD 

SI!PTDIBBR DBUVmUES FBOII CU1UIEifl' U. 8. PRODUCTION, I . l!. , '1'110 OR 

TIIRD SQUADRONS (28 PL&IIES TO SQU~II) PER IIOJml FOR NEXT '1'110 

liOITIIIf (2) IF li!CESS&I!! TO Gl!T liORE SP!ZD 011 IIIIIEDD.TE Am CAl 

n SUPPLY PROCURI!DIIT Sl!I!VlCES ~ Till! LEIII>-WS! IIECIWi1SII 01 

4 CJ.SII JlBDIIl1l1l;SDI BASIS? (3) D LiliB 1IITII (!UESTIOII OIIB, IF AII33ER­

BD unRIU.TIV!Lt, DO lW 11ISH TO PUP.l.R& BRITISH FOR FURTIIIIIl 

DILIVEIUES D AUGUST J.ND SBPTBII1!I::Il FROII TIIBIR ORDERS Ill TillS COUJm!If 

Ill Til! WIITDIB W! WILL PREP.l.R& FOR IOUR DF.CISION TDITATIVE IIECOIIIIEI!i 

DJ.TlOIII 011 T11B DIVISIOII OP PR>OOCTIOJi BBIWEU U. s. ERITJ.DI AliD RUSSIA 

IUIII COf 

• 
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n::<'.UUSIOI: o · IJCliSiilJ'l, Ci.li'l!T 

1 
l.liERIIAS A l nrgo volur.e of c redH 1a bt1n& dtvo<•d to n 

nunc ~ and t·otinMCiJJC ]JUrche~es of conetr.er tl , coodo mel Berviee; 
thr OU!,h ext meiona or c r edit the t usuttlly vo rrtA.It~ t.o inc.HviC:tulle: 
and to 1 l arpu extent ar e on an in.stnlO&nt.. paytrent b~lhJ c.nd 

' Ia:' I? :As th~ eo~tioJ"'.s under ~ich tJuch cr·t<!it. 1.s avaU­
able have an im,":llrtant influcoc e u;:on thf: vol,ue """1 tiN.r\· ot t!e­
c:.and., not only t~r t.he pert.ieulrx fOO<'S c.nd ,ervlc:t3 pw-c.hu:~d on 
cre<!J.t. but alco tor eooes arr.C servic~:t$ 1n , marU; 1nd 

JI£R.::AS librrU tP.rr::s for ru::t-: crec!it t.uu! to t~~"t.kulaw 
cto.:.and tor conc.:u&re' dur&.ble o.oi.~ t.hec ;..rocue:Unn ot 'flhlch rv­
~1res mt.eri•l:- , etllls , c:nd ~i;rent. neeo.ed lor national ci&fente· &:KI - t 

,J!hR:·:k.~ t.nJ ext.e:'l!lion Gf :uc:-& credit in exceadve ·.olu..'"'l! 
tends to l ener:1t.e 1n:lat.ionuy Cevelop...,nta o: 1nr:reu1"' c:on.::;equenee 
ac the l~ t.s of prod\IC t1 v.J capaci t-.; are n:'p-roact~td in w.ore and tx~ro 
fields and ~o hinder thd ac~~a~ion ot anvint~• ev•ilablo tor !1-
n~cin& tht det'e'lftt. prorrarr.; and 

1uHEnEAS the public i ntor·cst. r equiroa conucl of t.he u:e of 
1nctal :nont Cl'edi t i or financll"'( ~ld ra f'1 r.nneil"'(. pW'ch anos of con­
SW!tetti 1 (1ur abl.t.1 t;ood3 the ~rot . .iJction of "-!lic:l ab8orbf r.;;st.~ur<:t;S 
nr ad'!d for nat.io:'lb.l. detl!nse, i :: ortleY (a> to !acilltat<J the tn:'l.1-
f~r o t' productive t·eseurc.es to de!"en:::c 1nWvtr.1ta , (b) to raMst i n 
cu.rbi~ unwurnnteo price a'v&nCe~ ar:C J.ITOfihtrin~ vtl.i.ch ten~ to 
rctult. ~0\ th o 5Upfl:· ot !='uch ;-oocls it" c~rt11lo' trit.!'lout corre5,ond-
11"1(_ curt.:aila!nt or decand, (c ) to a5dst "" rettr£inin. rme rLl l.tt­
!lAt.t.ioMry t.enc..oncies, to t u;::or t. or tu~plt-t:o r"lt tu.-t.ion k p):-ec to 
rc:.treL'\ auch t.tnc!tnc:~es, a.r.d to ;ro~.ett t he ,.ccw-..ulation ot SL"Ilnt:S 
a>~sllible ror ft.tw.ncinz t M CefE!!se pnnr~t., (d) to dd L. creeting 
• backloc or ~..-..an:~ ~o r m-.su.....~s· :Nr=-bl~ (~1, ar.c! (e) to rutr&in 
the d£veloC113nt. of a eoM\.I:'rr C:e:tt st.ruet~re tt.at. would rerrets ct­
fect.i\·e t.o:r.LIIInd for fOO'j$ a.~ :..ervice~ in t.."'o rost.-tefUit:O fC"1od; end 

Jt.E rt,.;,~.s in c r dtr to f.'l"E! ''~t tt\'as1on or awi<:ar,co ct t."11s or­
c!er Gnc. suct't rutul6.t.iO:v' ~s oa~ b~ pre6crl~d tQ tffoctuat.e it!» rw-­
;:-oeaa, rw-1\t\1"' should :lso be tt•:Uh.blc for r "="l ntin. t he u.se of other 
inttt.lllmon1. crerU. t. sut oth~J· form.:: of crec:i t utoually 'xt.~o.1'1clcd to eon­
surot~Jr t.l oJ' or. consut.or~ • C:Ur atle fOode ; End 

.. l!Ef<r:I.S H 1• cp)li'09ri•t• t hot auoh crcclit tx. cont rolled 
&Hd r utulO:tOd t.hm\1$1 &n 'i:JXi!>ti~" (P \•CTnn:ontal l,c..ney vrhlch hl\8 pri­
mry rfHIJ'(H~tibiliti~r tt1 t h res~~et, to U1e c;ot~mir.ot.icn &nd tdminis-­
t.r r.tion ot nntbnul cra<!i t polici~s : 

t'KJ•t, :"U.r.!:CRE, by vir tw of t.h.J 'uthorit.:· verJt.t.;.<.. in nc by 
e~t1on S(b) of t.he act of Cct.ober 6, 1!'17, ac UIQnUed, a.nd by ·Ji r t\H! 
ot all ot.h~~tr author i t y veet.ad in r::.o , ~ in orC:or , in tho nat.io!'.a.l 
oc.tr t.tcncy docl,rt:d by~ on~ 27, 1~.1 , to proaot.u th< nt.t1onil de­
fense W protc:C\. the nt.tional e;;oMq 1 it. h h -ttcb;-1 OTf!trc.d &S fol-
l ot.:SI 

Al!illl IS71!/. no:-
5<-etion 1. (a ) The Board of Gov<r nors o! tho ftd,ral &l-

aerv• Syawn (horoin:Hcr c lll h>d t.h< Board) 1a her.by dui(.na~od •• 

• 
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U>o OCWICY U> rouGh Whicll t-.,.r - • 
or to bankine 1natituUon; (a:~ :;~~/~~ b.t,..on and ~ntr by 
S(b) ot U>• otorouid 1ct) 1'hi h · • purtUAJ>t to ••etion 
dir~t.ly out or, 8'\y t:~~nsion cor eontt.lt ut.~, or t.J 1:e: <!ircct.ly or 1n-
2(a) ot U11o or~o- shLll 00 1 t 0

1
"<<!H ot • tl'l" rot out in •-c:t1on 

nvo• 8•U<l, l'ttulatvd ra~ prohibited . 

'""9 --

(b) 1llo Boord >lu:ll, 1\honovcr it douA <.um action to be • 
:~~~~:;?~r ot~.:~~p~tt~ , taku any lawfUl at\.rptl hortin authorized Md f o ipS es ar u Hi thin ita po·..,Gr to c orry out t.h pu~ 
!"'hsoa o thia or der, ,nnd rnny, i n t.<iln1nicter1nc; this ord,1r ut.Uize 
"' e ht.tniec.ra of thu }o:cdor al ~~orvu Banke lind &"" Q'h ' 1 F d Al ... ... · •v .. ur 1(.-.nc es 

tJ ur or ""'"u"'o, wtu.eh aro ava.llc:blt: Cl'ld &pf>tOpr1atc. ' ' 

(e) In ord6r to facilit.-at t- th~o. coordination of tho Board ' s 
func:iona unrlor thia order .,.ith oth~:.r phaa,.a or t.h• prcrr:.tr. !or na­
tio~l <S'tf~n.eu &nd fo r rrottctL"lg thto n.z..tion~~.l oconor..r, ther~ shall 
b ... 3 colll'li .. t.•t- co~if'tiri of th:: !.c.cJ-otvy or tb~ 'Z'ro~6ury the.. 
Pl..~flral loo.n T.binL8 t.rntor) md tho AG::inl&t.rrt.ot> 01 t.h.. t.f'ie'l!l or 
Prico Acto!1n1ot.rat1Dn en<! -.;!vili.:n S~ly, or au:h c.lt .. rno.t~ .. u &.:LC:h 
shall dotligne.u., &.nd such ot.!'l-r :..t:tar1 t;S t.b.,. PJ"{.tsft~.ont eh&ll nb­
~quent.ly app-1r.t.. 'T:1o.~ Sot:"t! t-htll s:..inttin 11:1ao~ .-tth th ... eom­
CS.t.t..:~.- , l:nd in roR:'.tl4t.ing polic:i.;,s Witl", ru:SJ)t..C:t. to do'm-PI\Jl!C.nt.B 
mctur1t.1va, t.cr.-.:s ot rt~PQ-n.nt., c:na otht..r euch qu..stioi'U' or ecnorcl 
policy eJ" &ill consult with thl;! cor~tt.._c.. em: tM11 into cond.doraUon 
any S\lf'I(X~.:at1ons or ncor.:::~Zdc:.t.ior.s it r.:.;y r..a~o. 

RZC!JL).TIC11S 

S..c:t.ion ?. . (o) i'h"""""'" Ul<. 6o•rd eN.ll dvt•m1n.. Ultt 
r~uch action 111 1\..'C~o.·s~ru·y or ~Pi'to?riat. ... for ca.rryJ.nA out t.ha pt.t'posc..o 
oJ thie order 1 t.ho Board shall pruscr ilx. tcfiCl&t.ions ¥.1 th r O!pi,!Ct. to 
tr~uaturt and poytk.lnte \4\ich con.:tt it.ut.., , or oris"' dir "ctly or indi­
r l'ct.l.y out of 1 tu"lY &xtms.1on or instal:xnt er.:dit tor th6 purpo~\;.! o! 
purch&sifiA or carrJine eny c:on:-woore ' Curnblo r:pod "'xc .. pt a rt.sidcn­
t14l. builctint in 1 t~ .. ntircty; ~ th"' Licl!'!.rd rr.~.¥ in JrlGition, tc tho 
<.xtcnt d'""~d b;r it to t& t!"sir a.!:l"" enC. f'"~a1b.L.. in ord.u to pNv..nt. 
(.Vtaion or tuch r~o.gul&t.iore r.s :-.q !)u tD ifi'W! ... c:ribcd or in orc''"r to 
COntrol fO!'!:iS or C:~dit. tnt.. uzt: of o:hich tl~ht. d;. f,.rt t.h~,~ ;:nzrpo!o=~ 
o! U 1a on!lf;lr and euc:n n.-c:ul:.ti!')~, p:-,_~crlb..: "-(Ulttiona with r~­
~pcct. to t.ren~tf.irs Md pcyz·~·urts ?b1ch con:t.it.ut .. , or :rh"' dir,_ct.l:t 
or 1NS1r ... ct.ly O":lt or, (1) UCf t)t.h: i.r"..«.sion or Wt.tl.D:nt. cr...a1 t., 
or (2) ley o\l • ..r c x1.tnblon of cl"\.dit ICr t.~<. ;-u.-,oo. ot purch<eir.g 
or CN'ryi:~ MY con:ur.-..1r.&' dur~blv G.O~, or (S) fi.."'Y oth"r cxt.,n:.ion 
ot cNciit. in th ... for:t of c 1oM oU\ .. r th:'!.n :a l«..n t*dc.t tor bU51nc.ss 
purpoaiJt t.o a bu£1n::st. cmt.x;:r bL or for t.;ricult.tr d pwpo:st-s t.o a 
Dt.raon "~4.·cC: in l{,ricultur.: . Such n .. tr.Jl:!t.ion• rcy b., prescribe-d 
by t.hll Bonrd ot. !UC:h ti:nJf> :uxl 'td th such Co~ff~.ocUv ... dct. .. a u t-h~ 
Ooard !ihttll dU~o~M to b.: in l:CCOTQO'ICO With t.h. ;'IW'~!uC Of this OT~tr. 

(b) Such r<(lltlaUons .,.... tr<m tio. t.o tin- , originclly or 
by e;.m-..nci"fll.lr.t., r ... culr..t\.1 or prohibit such trcn z! .. rtl end f4)'n~~Unttl or t.x­
wnpt th .. m !rorJ r #JSUlRt.ion or pr ohibition tnd :n~ clr.atify t.h!,.m e.c­
cordint to tht.. nc. t\lr..., of t.h·- t r UJsE.etiono or (PodO or PL.Tt.Ofll in-
\'Ol v4d or upon c. uc:h oth<. r bt.sis t.s r:.~,. r =c.:.onably d.1 !'!\ • .r"nti c.t .. s~.K:h 
trUI.Itora t.nd peym.mt..s !or !.h~ rur,os .. :. of r ... eulation:. 'W\d(IJ" Uds 
ord.:r, end r"of.:/ b.: c:rd .. &p?lictbl~ to orn~ or rmr~o. of thG elte6ca eo 
uat.e.blieh~ooodJ c.nd, m.t.hcut li~t1~ t.~\. c .. n~r:lity ot th-. ror<.i')i.")g, 
5\lch f'CISU}.c.t.ioM :u\¥ rvquirO tn .. "'st.c:tion:. or p..raona or cl:.t5 .. ~ 
thc~ot to bo n.;clat4r~d or lict.ML.C; r:.y pr~scribc. a.ppro;u1.at l! 
llm.1tat.1oru., t.br c.a, Jnd co~dit.io~ for .5uch l'\llblr~Uona or 
Uc ... ns .. a; ~· provide. fo:- .!USP".;nsion of :my t.\a:h r"&htrt.tion or 
11c""s"' tor Yiol&t1t~n of Ln:l provision IJ'l...,r~or or ot U'l7 n.cul&­
t.!on r~ or orC"r prcscrita.d hcNtuni:!..r, "Y pNtcribJ t~ 
proFb:t..w ~"quin.ccr.ts .:.1 t.o th" k .. oi)inf" of r11cord.t and GS to th" 
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torn, conteote, or IUbatantlY 
any releYant 4oc~nta· cs. • pro..-llt one or oontreou lttAI or 
\Utlona ~tcb would en~u T prohibi t taoUcttntoru. by butt.n• ' tn.att 

t rat• . ... ton or • • .... _ a -
••n • ot arJ.3 regulation • 11ceDae wo ·.-..n~l or t be requ.ll·e­
t.n-4 cay tf'Otl tiao to tW ;.seJc: ' or rea.tatratloo UDder tble order· 
to-· • approprtatt PI'OY1t1ona wt.Ul respe~' 

(\) The C&X1Al¥l UOU&t ot credlt l.:lllct. 
unded on' or ln connection vUh U¥ bet IX• 
CIODIUCtrt' durable good; 1.1\1 ,urchaM Of 1 any 

(~) The co.axtmun ctt.tllrlt' 1 
e nd AU\Xlt!lw:;. porl odt be twoon :/, " nlnUin portodt o Pri:IJ·1tnu, 

latod in connection wtth oxt~~!:!'~r~:~:~t~~Y bQ ltlpu-

(3} The Methods or dt~ten1111lng P\U'Ohfteo ~o~rtcoa 
knt value.l or other bases !'or cot.rputlnr.. pomhatblo or L-utr-
or orocU t or required <knm-po.yJa~nu i "nd e:-:\ onetona 

(~,) &peoial or dittorent toma coollttou or 1 
enpt1on• v1tb rc&Jpect to new or uated goo4t nlnk x-
~:!f!nal ~-~ P:lymeDts, t Mporo.ry credit a ~~'icb ..: merely 

t.nt 1.0 eaah purchases. ps,)-:le.ct or d.apo~tU.o u.aeble 
\o Uq,t.al4at• tre41t:s. n.nd othor adjuatae:.t e or tft&elal 
li tU&tlODI . ,.... 

(c) On and ofier tbe ertecthe dato or e.QJ rt£U-l.e.tlon pre­
ecribed. by the ao~ wttb respect to e..n,y oxu:ntion or crtt4U or " 
c.ypoe oet out in auction 2(a), end notwithstentllrl( the pro1'ltlona 
ot any othtr proclo.Datlon, a r dor. l"'oi!:Ul&Uon, or licott.H u:.der the 
e.toND3id A.ot, a.ll transfer s and ?&YI:lunu which ,,~ .. in •tolatton 
ot •uoh rogul8tton ahnll be and hereb~ ore problbittd. to tho ex­
tent epectfttd. ln aucb rcg\llat ion . 

(d) Notther thls or der nor any r cpulet10rl U11uod thoroundor 
ahall arroct the right ot any per son to unrorcu ft.ll.)' contract, ex­
CO'Pt thot nttor tb(l erroctivc 43.t <.l or uny such regu Lntton nory 
contrMt Wh1ob 18 madu in connuettoll with nny uxtonelon or crudit 
111\4 w~icb violates, or thu per .. ·ol'llft.nco of whlch 'ofOUld vtolote . any 
rrovioto~ Of IUCb ~3ulotion (other than 3 proV1110D dtslgnatfd. 
therein 40 bolne, tor 3.&1lnt&t rat1vtt purlOH:;I) , end o·ter•; lton, 
plo4re, aollor' e inter e:n. 1:1 e. c.oruUtioMl enlu, or othur ;>roptrty 
ioter.ot., eubject to the provisions ot sue~ e'otnact or created 1n 
connection t::erd\tl t h , shall bO und.n.t'orctl:'\bl"' by tho ~rton vbo ox­
tende IUch cro41t or by u.:y ;>erson v:hG oequirot ,lay rith\ of euctl 
pertoa in aueh contract; pro•;t'•~ ~!l.'lt *I.Ch 4UabU1t7 ahA1l not 
cpply to r.ny ~r80t. vbo &;.t.mds auch cr.llt, or acctulNO auch 
rlgb\ tor •alu1.1 , 1:1 &OQ4 faith ~md Without x:M\Iift& or ho.'I'1D6 
rei\IIIOD to Jrnow the !'t'lc·u by ruoon ot "'hlc!'l th\t na>:inc or pe.r­
to:"RU.CI ot euch contract lollS or would 00 e••ch G 'fioUtloD. 

&ooUon 3 . Roports e<tncerctns tho kinde , enot.Antt, and 
ch,rcctor1et1ce of eny txtonstonl ot crodit oubjoot t o tbll order, 
oonoern1n~ tronvtorG and ~ymont~ whi ch Btl8U out or ~Y such ' x· 
toneSono or orod1t, or concorntns olrc~atencoo rol,otod to tuch 01.• 
una1one or c l·odU or such tre.ncfer a or '?t'Y"" 'ntt or to tbe rogulo.­
tton t horoot , ohal l bo;. riled On auc~ rome , u:Q\Sor oath or other.rise, 
ot auch tir~oa and rro.a t1Qe t o 'tLt.e , o.nd by ouch ~rBOno, as t il• 
Board may prvnort~ by rule, ra~&tioD , or or4vr aa neooaoary or 
ap~roprla\'ll tor aoabU.na the Bo"\rd to per fom 1\D tu.nct10fll un!lor 
thll or4er . Tbe Bc>ar4 MY r equir e o.nY poreon \o turD1&h , u.o4er 
Oath or otbenrle.o, coopleto Woml.'tiOfl Nl!'\tiTO to all!. t.r&De.ac­
tlo::a w1 t hin tba a.cop4J or t bis order , tnolu4lns t-be pro"-\l01.10!l ot 
any booke ot account , co~tracts, let tore, or otber papere, in con­
nection therewtth tn tho custody or control ot a.uch. ~reo:a. 

soeuoo 4. r or t b.c pur.i)O!ii&G or thll order, UDlo•~ tba couttxt. 
othirwiH r oqutr o• , the t oUO\..-tns t ents eh.all b3.,.. tho tolloulfli 
lllGIDlDP.' • ptO'f1c1o4 t bt t:hL So~rd nay i n ltl rcauloUODI gi'f.t tu.eh 

tfJMD IN)ro re•t rtet od auo.n1nCG : 
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oct 

-. -
(a) "'Poreo::• haa t.ho CrJ&ntna aet 

or Octobor &. 191?, as &.""1e:ule.! . 

(b) Wfre.z:ltora '1nd pc.r-....c.nt.=:" ::.eoJ'II "tnua•~•r:t or 
twuan u.d pe llhmtlJ by or to bo.nktns t r.nt tuuona• . 

C:rtldlt bt.-

(c) "BN:tklng lnetltut1QD" oc~e c.ny poro-,n QfltO,gcd. 01 prinel­
pa.l , '-&unt , broker , or othoNi.Je1 in tha buciMCI or = king or hold­
ins oxtonai?nll or c redit I!'Ad inclu.dot, vtthOut llnltllt.lon , any bW, 
any loan co~pany , a.nd tl.no.noo coa\)Clny , or any othur pvrton onaeg'ld 
in tho bua tncu ot mM:tns or boldhl8 uxt uM1ond or Ol'ctclit ltbuthcr 
no a. vt.ndor or conoumor a ' 4ul•obl;) gooda or othorwloo . 

(4) "Conaumcra• du~bla goo4" includoe any eood , wh~thvr naw 
or uao4 , Whlcb 1G durable or suoi-1u~blo and 11 ua~4 or uaeblo 
tor pur DOnftl , tMUy or houS<:hold ]Uti)OD~I, ~Utd any :sonic I) coa­
necto4 lo'ith tho acttu1s1tton or ODY 411c:h .;ooJ. g,• or ctiY 1ntvrc5t 
thuratn. 

(u) "EXt~n...1on of en:citt• r.can3 11.cy l.o"<L or nort(~U;"'"" o.nr 1n­
nala..tnt: J)U.rehoh. eon\ra.et 1 ~ eon!t • .1or.al G&lOI cont:rnet, or ~ 
.. lo or co~\ro.ct. .)f I'll" UllorJ~.or \.h1ch ,art or all or ~b ... price 1a 
po.~bl eubkq,u. .. .nt. to t.bt. o"!kir.g 01 •~c.: o'\1 .... or eontn.Cti any 
NDt.al. .. purcbQikl cor.\~et 1 Ot> o.ny eo~!nt.Ct: :or tb ... ~tlJM.ot or bat• 
lna; or proport:y l.UW.or '-1l1eh th4: b~tlt'olo or t .. c:~<~-.. t~lt:h~o~r hal tbo 
option or b,co.'Uc,s th11 o-.::u,r t:bt~roJOf cr obllpt .. a h1ne•lt &.O pcy 
o.a co.:npona~tton a eu:a 6Ub .. ""tMt1ill:l eq,utvo.l.mt t o or tn ~.txeon ot 
tho valu.J t.hoNo fj OJJ:/ eont.ro.et eroJ-~t.tns; onr lUan or alnUor 
eb.im or property t o tN dhoher god by th~o~ SIU)71Vnt or rnonoy; an,y 
purchaco , dtccount 1 or other o.cquhltion or 1 or any wxton11on o r 
oroCI.tt upun t ho ~oeur1ty of , e.ny obUgo.tton or claim nr1&Uns out 
or tiDY or tbu rurogolne; Md c.n? tranl'lo.etlon or oor!vu or tro.noao­
tlona ho.vlng o stmthr purpose or oft'ue\.. 

(f) An oxtonDlon o r cr tJod1t ts on oxt\tn~ton or "1nl tl\.lmvnt 
crQcHt" tt thu obUe;or u..1.Ucrtt.kue to r dpaf th.t orodlt in two or 
DOru .ahctclub4 po)'Qc.n;a or und.t..rt3koa to r..tlkcl trto or 11101'\t ICbtldul od. 
p~tl or 4upo&it:l u.nblo to Uqutd~t"' tho~ cr~d.11., or 1t thu u• 
t,n0·~n ot or"'41t Mac. at:li.!.ar J)u.r;xuJu or "ft\olot , or it tt. u ror 
th\ol pu.rpc)ftCI Of tln.al::ci!l.S n b\lSi.;l~.;S, 011\t,.rprilkl ~iCb r.IO.toG tUCb ol X­

t .. r:t1ona or crt.dt t. 

(f) ;.n OX\onato:. of eradtt ts '"l"or th~o~- v.,r,oau or purcbo.t1C& 
or ccrr;tna ac:r c-oo::u.:a.:r a 1 d..aabl"' &OO:t• it H 11 ~lt\.ctlr or 1::­
diroct ly tor t.bo ;r.1:-pose fS' ti:u:.el!lG or rvtir."tncta.- tb\1 pw"Ct.as.; 

ot ~ oona~rs1 dunblo- pd or te. 4irv-etly or inJtn.~.alr GO· 

cuNd by at:'' co:'llu.'l\.T&' d~blo tQOd 1 or 1t th~oo \.IXtunatoo. ot crudtt 
h"ts a ~1n1~r pu~sc or ~rr~ct, or tr it it r~r th~ rurpo~ ot tl~ 
na."lotn~• a bul.linus 1mt cr pr1:sa ,~bic'lt .~:-:..'-'"'=" ~ueh \in~o~n.aton• ot credit . 

Pi':iALTU:S 

Suc tton !). ~!hoover Ylilli"ully vt olGt t.t or lmOW1nilY partlci -
ha ll\ thu vtohtion of thU ardor or or auy rusulatt.on pruecribod 

~rov.ndor ah-'111 bo eubjtJf!t to the pr.!nalti ... a op;>Uccbl.o lt1tb rt~~puet 
tO V10lbtioos ot &uetton 5(~) ot tb~ aci d GC t ot ~etobor 6 , 19-7 , 

s.a =~ndo4 . 

111!: .ii!ITt !I)JSS, 

,t.uault g • 1941. 
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Ill I! IE llllloi.UT, 

1I.IBDIO!Oir, D.O. , 

Deu Ill'. ooo~~r ... , 

I ....,looo ho oopioo oeob ot t.ho tollo..Sac ~to 
which I ha•• l'ICI1n4 t ..... LoD4oal-

(a) blro.oh t1'011 t.ho ! 1Mo ot hlT 26t.h u4 JlllT 2!)\b. 

(b) Ill'. l lloe'o o\at-t ot JlllT )?tb. 

(o) 01roularo 11-..4 b:r t.ho lrtu• -ro• .LoooolaUoo 
coata'"' DC tllo !ro&111r7 l'OplaUoao ot JlllT 26t.h ...a 
JlllT 21t.h, 

I ha•• aloo roce1ft4 tllo t ollo111Dc 1D1'oraUoal-

l. 8tor11Dc acccnmto ot t.h• tollo111Dc haw 1>1111 roloaoa4 tor 
~h ..Stb111 the ohrllac aroal-

~:l 
(o) 
(4) 

<•l 

Outral liNIII: ot Cb1Da 
Jaak ot Ob1aa 
liNIII: ot Co toatioao 
:rv-ro liNIII: ot 0111• 
!ho lJaUollll Oo-t ot t.ho Bopol>llco ot 0111111 a~~4 
IIAT aceao1oo or orCN~o \harlot, o.c. 

CbiDOII ~lilT 
011111111 OC>t •-• l'wobaoillc 111u1oo 
Cbiaooo OC>,.r_\ ParC>baolDC .Lcec:r 
CbiDIOI 0...~\ !ra4illc eo-ioolOII 
80011\1 Gellnll de c--oo, at 
Cblaooo :llobaoq. Loa&m. 

2. Jrut• a114 .YerlOIII laUe ...., haw acoeaioo 111 tho R-'llo 
of Chilli u4 tbl lllt8111aUollll Sottl-11\ 111 ,...,..,...\ baft 
blea llltone4 that t.ho:r _, v.ao otorllllc lbl.ob h thllr om 
propart:r to tiilaDoo oterliac aroa/Cblaoo• traM· 

Ill- . llerlo CoobraD, 
Joroip Ju4o Coatrol, 
11. s. !ro&..a~T Depar-t. 
••lllctoo, D.O. 
11111!111 
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3· a. C!le Prt•c Goota tt lilte '-• ...._ \o .-llle •c-UT 
a U n tlf '-A opa.u .. t.a Clalaa .._ '"' will 1111P0la\ 
.. Make •UoerlM4 or u-.- .. tMl la t oretce llO­...... 

II. !U m c'"'nc Go•-' bat N1e wce4 to IIOOIP\ \111 
hl1 I'IIIJOIII111Uhr for -bollt.ac \111 rah of 1:111111up 
&114 t o heu ,.. off1o1al rah for nll'llac aa4 11. a. 4ol-
1an la , .... , of Ob!aeea Taaa . 1\ llae 111• .. ,._,..., 
\bat \Ilia rate eboQ14 oppro:d.Mte oloealr t o \he <~Vfta\ r•'•• ot erb··p 1a •e·Pd wt\b ... -.u &4,Jat'-at 
to Met \he official n•Uac/11. s. 4ollar rah of ll.o}. 

1. I U ahle . 
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p 
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In reply rerer to 
:U 893. 5Ul/864 

!he Secretazy of St&te preaenta bla coaplt.enta to 

tba Honorable the Secretazy of tba ~e&a\11"; aJ>4 encloaea 

two coplea of telecru Jlo . 1023, 4ata4 .Lucuat 6, 1941, 

!rca the .lMrican Consulate General, Sb.&Qcba1, China, 

lno1oeurot 

l'roa Conaulate General, 
Sb•npS, !lo. 10.23, 
Al>j!UOt 6, 1941. (2) • 
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Socrotary ot State, 

Waoh1ngton. 

1023, Sixth. 

Special 71nsnc1al. 

PUill 

SIW!GIIA I YI4 ll.l!. 

Dated Aucuat a. 1941 

Rec 1d 7130 p.m. 8th 

Shanch&i ratoo declined ·~ yooter~ duo to larger aerchant 

4oUJid includinc petroltWI b:J>ort eonr. Ratto opued :-eater~ =orn~.n& 

at tin .. .-n thirtr oecon4o centa and throo anon outy fourtho :pence 

but doclinod to f1To cento in aft ernoon t1ra104 before closing to fiTe 

236 

one ei&ht canto and throo one aixtoentb ponce. Rotoo thh "orni•~ opening 

at fiTo ono eitnt ccnto and threo one oixtoentb pence, A~ot and September 

delinrieo oa.u ao opot. Other quotation• tllh cor,.1ngl J>O.per gold b&ro 

hi£hor at oix oOTen •••en naught, Pbfoical cold b&ro ott approximatelr t on 

trey ouncoo ot nine nino naught fineneoo roached record hicb of yuon eicbt 

oix hW>dud, Sbant;bai tree oterling parity no,.inal at United Statoo dollaro 

tour point naucJ>t three. Brithh be.Dka han olnood)' r<~co1Ted ilatnu:tiono 

fro• London for 1Dd1T1clual peraonol requir .. onh up to oterllng one hundred 

poun4o llrithh banlco in Shanghai are authorhtd t o buy and oell a;;t.inot 

Chino .. currency proTided the draft. or t .... nlloro chocn are to be uoed 

in 1 torl1n& arou. llerchant dei!IBnda aro chon tun coTor but all other 

accounte blocked. Central Itaoern llalllc note nino houe .&.~at aecond announced 

at CRll yuan oi&ht one point nino aillioo. 

I HJORW TWSUI!r • 

Sont to Departaont, r<~pontod t o Ctmn,)r:ing. 

CW LOCXI!A.<rl 

CO)VIbJI&-1~41 
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( 
•AaA.J~DA• or nus·• ucna 
.._. Meli.._ hanlate, ~~Urea, w11 , l'l& 

DA!SI ..... , t, lt4l, • p.a, 

10.1 u 
80!ICAI-. 

'1M l-.1 •••IIPI" et .a. .. U ollal. 01 t7 laM at •• ~ 
laa1 R~~PllM, 11 •wtaue, .a. tel lowtac 1atonatt.•r 

'be -&all 1e ltlll, &he• eleftl .&qe, 111allle te r 

aa, eperaUoh .._, .. .., .. efta U.11p u.. loeal n.._ 
&lltMI'tUel lift ... q UIIIII'MMe to tlle-- Ula.t a._, 

volll4 JIIH'Il4e..,... epe...U whill:l w.l4 eeallle u 11t 

.,..._, 111411ftM ... tM••· !Mea ...U.ftM eperaUou 

eqee1all)' 1Mlllde tlle l'lpR;raeat et 4epoe1 t1 of •ua­

gpll1f1e41--atPN.,...,_eauoaAle, t be uee or eleali.apouee 

f a&1UU11, tbe eelleeUoa or Ollte t 11141ac loa11, tlle 

J~~a~~~•t et aal&l'lu aa4 oU..r a.rreat operauag ·~•'"• 
u4 ,.._ aaklac et 1-11&1"7 -.e-..,1 .. e1vtee • 

.... , .. trt'llal, eeparate peii'Ute tor -.\b \be-.­
&14 .. ell•t ...... .,... ,... .... ..,. , .,.... .. u., ... (t) 
U.. qplleaUol ter penue bae wee 11r!pe11lllle hu• w 

., u.. ll'ftUo-.1 a rpUaaUoa ot Ule NphUou, ..... 

ret ,.,.. ... .,..ueaUeaa. 1M t.o!e ot Ule lwlll u Wlll1 

u ot lU au•t-l.,...~MUft ot eaUoaaU~ue...,. 

ple\el.T tN.- ae a nnlt at .ue. 1M ~~leak'• ,._. 
au•ta ~" .._ ,.,.... .. prl'lll.,. et epealac all atl 

111 .............. 

A M..a, 41Q&a1 uea to h~ baa Mel aarrlhatM 'r 

u.. n.aa .... -.rtuee. ..,..,..,., .., _...,. ·~·=re•"• 
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zate"e •sm.., llletlal er .... ......_ .. llt~a•• 
le 1171 , ...... ...Ue.,..., Aaro A ... ,. •• PI'll .. ,l&.l-latt 

h llel.. : nl__. 11r ...... a.., • at•• le*. 
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•uu.,.. oJ' m "a'•-.... ....... _..__ ·-lila 
• ,.. _ ..... lMl, lO .... 

10.1 ., 

:&1, 181111 ...... 

,.,.. 11 u _.. te .a.. u;u•n•• .. , ..... 
• . ••· 1 •·•· , .. .._ .fiiiC•n 1, au. 

1" u llablA, e,:ala, h Olla, J ollf, 1•••'141&"-

11 ......... ., ... a-ft- ....... ,. 

I'IIOM 

...... 
~LJ .•• I;'' 1S "? 
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,.., Merte.a .... .,, hn s r, 'fla •.a. 
-·· ...... , •• l.IG.,-
••• Ill 

.., ...... ll ...... ..,...,... ... 1"· .......... , •• . ,, .•.. ,_ .............. . 
IIIla ...ua. 1 ..... .._. a. ll1n1n•• ., ..._ .. 

llllaUMe te ld'tt U tM h...,.e _, a. ...n-tlta 

., u. eann'hUea-' hnrn•aa "'ll•U7 eta. 'ale 
'1'"7 ..u1 1mt.IE&tba ,._a. AIMri. ... Ooallllate ••-..a 
1n ..... 1Ha ant tu AMI'l- IPilluiJ 1a -..rt&llae Mia 

reee1ft&. 111 NJ11r .. Ulat M -u t•• •a tw a.,e• 

&alar •U•s 1s ....,.. te at• satt•. 

teate...,, 1 u_ .. _. u.. •laP ... ulne& 1n * 
_,.,..., .... , ..... et h1T 11, ' ........ Ul, •• 

.a.. IIUlete• et r.n1p .. laUeu. IMM _..u •• 
an - Wan .a.. ll1n1eter et rtesnn. 

a. ,.uuea ., tM ll1n1ate• et r.Ntp aelatt•• -u..· ........ ·- .. ._, ..,. ...... A...n .. 
... ....... .. Ill ,... .. ,....q. -·····- . 

au.-.t• 
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TREASURY DEPARTMENT 

To leore\&1'7 llorcutbau 

'110" Mr. Coobr&A CONFIDENTIAL. 
lec1otere4 oter111111 ti'IAoactlono of tlol reportiac b&Dko vore 11 folloo.OI 

lol4 to co-rolal. coDOono 
Purobaao4 troa co-rclal. coaoono 

I. 6, 000 
<121,000 

Opo11 MJI<ot oterl11111 41Cil.bo4 1/~ te 4.0}-1/2 a114 t~wre ,. .. ao ~rtet 
t.ranaac\ioD•· • .... ,_ 

Ia lw York, Cll.ooiDc quotat1o11a tor tho torelp curoDOloo U oto4 'below 
nro ao tollwoa 

Ct'Dt41ta. dollar 
.&.r&-t1.,. peoo (tree ) 
:Srulllall m1ro1o ( tree ) 
17f'II,CJiq&A pooo (tree) 
v.,....,.l&A boll'rar 
Coloable pooo 
O..bau pliO 
lienee pooo 

l l-1/1$ 411C01lllt (otf 1/16) 
·23'1 (ott .0003) 
·0505 
.4.]80 
.2675 (up -0025) 
·5800 
1-1/~ 41oc01lllt (up 1/16) 
.2070 

!Uro Wlrl 110 C014 UaDIIC\10118 COD-\14 b7 Ill to4a7• 

!'lM lo4eral. Jeoorn llau ct lw Yo a repo~to4 w t tM tollaoriDC colt obiP­
""' M4 'ben cou1pe4 to 1\: 

$2 ,92} , 000 troa c..a.4a, to 'be ob.1ppo4 b7 tM llaDit of C&DI4o for acc01lllt of 1M 
Oonl'1lMilt ot c:a-41, arri'l'lllll - York AD«Ut 12, for oalo to tlol u. a, 
.t.o.., Offloo. 

!lot 4hpooltloll ot \M $2, 2l(},OOO ohl pMDt troo Ccl•bla <- report of 
~ot 2) h for aalo to tM J'w York .t.ooe,y Offloo, for acco1lllt ot tho C.t ral llaDit 
of Co1a.b1a. 

!U :Soaba7 col4 pr1oo ••• repor\04 to~ to bo •33.99, ott 5; froa 
~ot 2. .t.o a re1111t of 1DOraao11111 trol&ht rotoo, tlol loY York b&Dk ..,. flproo 
Ql>ort parl\7 to - York at $33· 75 1aotoa4 of pl'l'l'lolll oa1011l&Uon of $34.01 
( ooo JWII 24 report). 
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UITIII I.IIIAUY. 

Wot.IM iaCTOa. 

August 9th, 1941. 

PERSONAL 
AND SECRET. 

Dear Mr . secretary, 

I enclose herein for your 

personal and secret information a copy 

or t he latest report received from London 

on the mill tary a1 tua t1 on. 

Believe me, 

Dear Mr. Secretary, 

Very sincerely yours , 

'l'be Bon our able 

Henry Morgenthau, Jr. , 

United States Treasury , 

Washington, D. C. 

' 
Regraded Unclassified



a. 

•n1. 
n ... llu'-"loe Cachalot DOW prea\aled. looto 

•atl'.er laDde SUbcaarloe aanlt •ooo ton en_,. 

~0 

:au·chant ahip a . e. a . or r.aplae co ggth e nd probabl J 

ba61T dal!las-4 -7 antl·au~lne a teusllblpa SOuth ot 

serdlnia on ttle 31'1S . 

~. 'nlir t,. GlrcHrt ra14ad t be aroa n1iilit ot •thl 
5t h , •~ain ottort bd ll(l on 1-111o. llo d11t10ge t o ••rrtoe 

pl'Ol)Ol't y • 

•• 
ablpa 1n oon.o)' ran a ahore ocr ifapp18boroug)l t O£e thor wl\b 

an a ntl•aubaar 1ne trawle r . :llx eh1pe t otal ling 8767 tooa 

bolloYOd t otal l oa .. a. 

5. l,oyal A1r ! Ol'OO Polio on t he bt b a J:oautort alr-

craft drcpped G bn ha trcu &CIO feet on 10 , 000 t on me rollan' 

llb l p at llent e a. Al l oonaldaH4 h1 te •• r 1ree and u ploal­

o1> Ge1"fed tro::l tho !)ow t o the atern ot t "A eb1po 

Go 

7. 

a. 

on the 6th 3000 t on v4n•oheot eb1p wee t orpedoed 

rn trord ? j ord a t 1600/0 .~autort Alrorett neu 

On t he Oth a l rcutt :,cabed • tanker over Cller bOIIJ'fl• 

On tho 6tl' our t tcbtan deetroyad t our, and 

• 

~-sed one, entc~T o1rc r llt't w1 thOlO t loeao 

10. l'lltbt or 6t"/'7th Md1• wel(ibt attaoka oo f'J'tllldar1: ..... 

~:annhe1r.s, !tal'l aruh• a nCl Cdah• 10 drantt • 1 .. 106• 

u. r.!.ght or Gt ll/Gt b tln !lwOI'dtlllh bOabed oubalel'1ne 

beM at •ucua• :uo11T• senrol t1r .. etarW, b1g OM at 

~M jaUTo 
1 a . ua 
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a. 
&l1cht. d., ago t o deolqortl no oaeullltie • · J'Urricone• 

ehot dmm t breo. 

~ !::!.U t ory . Tollruk. 

'Ihlrd. l;o ottaolcod tw.., 1)01 ~!1 in ~ e<!onr 

&elSnoto Oco ot\aalc Oo:t910 tolq 11\lOOOU!Ul, 28. <>! tbe 

0110117 k: u.do Other ot\aok a laO IUCOI Uf'll "?It f11!'00 

eontuaod f1cht1nc dneloped and en0!17 eountll' a ttock 

'HI I UOOO .. tulo ... loot e8 lc111ed, 104 wOUllOed , 8 

111hl1ngo Enea7 lou•• un1cn01r11 "-ttl undoubt edly heavy. 

Oena.o t.roopa wa:re engafle<l • 

14e §Uf111• 
a-n epeoiel ooiii!IIUil1qUOI 1uued At.eua t 6th 

oono14.-od to pn r .. eonob l7 a oouNte eurn:r or lc" Ued 

t o data ouept i n r octU'd t o l\UU lllD l011a11, or 11!'.1oh ne 

25f 

• 

Regraded Unclassified



CONFIDENTIAL 252 

• 

I I • fta.& ......... ,, ~. 

l. ., ... ....,._ .. 7 " 2 

• • • ., 9 2 ,... .. 2 

• - -- "" ~ ..,., •• 

'-M- a • - .. ,-.. ,~,----. us••...- ....... ..s----
M ...U..1 ..... Ml-... ll&a,. ...,-ftft J-' 11 I ""1ael 

.... "--· .. 

2 

•• "--· ... I I, .. ,... 
l· • .,2 

..U..t 1.16 a I a uquw I ruuaa, 18 Ia .. .....-.ua f/1 *& 2. 
Jl- 1111te1 eiW- .. 18 a tiltflwiM .. tftl,a •• , I& •1e _, 

"'' 2 r' .. •• a • f!l6' 1 •· 

1.• 1"111#MJ!fllJ2111 .. ,:.Jf.t~. .a. ...u fll w ' .. •• - "•IIIII I 

• ..,,_I II te * 111Q ...... 7 I a. 1.1 .. * 7 I a aS1JIIf' 
...-,,. ........ ..._ .... , ... ,_..._I ,,._, Ia& 

rut' pea 7 a 17111Ua-*"l<lwa f/1 .. ~- f/1 * RIA a 7 I *' .. 
..... Dal-WIF I II 'Ill. 

t. IF•aliHriE.···M!rd11UI!W!IIILirtmltell-.. 
1.o 1-IL.I!fUP•I'U'· 15 ""_.-J,,__ t.~~uaft -' a. lwa .... , ·--... , ... 
l• •• ., 2 _ .... 
... -., 2 2 • ,_ ._. us-ft .. .. - ---. -·'I ,.... • - _ _.., .. ,_.,._,a-, I 7 •• ZUU. ' 

CONFIDENTIAL 

Regraded Unclassified



-

253 

.. •• •• 7 ... -~· , . __ ••..U..a.a& 

'R .. IEJIRir ..... ,.... ....... - ........... a& Jj'tlllll.a,.rt*&lrw .. ,? 
J• MIA D' 

l• .., •• J 

a 1 a ......... --......,, .... 
',,.~ ......... __ ¢1 .. - . 

l• •• , • ... ~_..,.._.,.asu.r..._ 
,. a,, ..... , .. _....._ .... ..,._, ,.,, 

~ w· •tz W ''*· n · t 

.. ··1: n s a ; . -.--msu. .... 
... - ._.. .. 11111 .... ~ tiNUtU. ............ -u 
•• aSIPRKa .... -. .... fi-....6-T • 

.. .......... 
...... 1 7 
Itt' 7 j lllltl fll ..,, W 

.. ftMa :e:·:': .. ~-:...u ... -.... fla.i $' '"r I 
LL" 
........ Air .... 

' It 1
1 

; fll Ill ; 
Itt' 7 I 0 7 3 fll - M Air 
Itt' ' I ...., fll aatr, ~J ... ..,. 

... 

.. 

' Regraded Unclassified


	00855
	00856
	00857
	00858
	00859
	00860
	00861
	00862
	00863
	00864
	00865
	00866
	00867
	00868
	00869
	00870
	00871
	00872
	00873
	00874
	00875
	00876
	00877
	00878
	00879
	00880
	00881
	00882
	00883
	00884
	00885
	00886
	00887
	00888
	00889
	00890
	00891
	00892
	00893
	00894
	00895
	00896
	00897
	00898
	00899
	00900
	00901
	00902
	00903
	00904
	00905
	00906
	00907
	00908
	00909
	00910
	00911
	00912
	00913
	00914
	00915
	00916
	00917
	00918
	00919
	00920
	00921
	00922
	00923
	00924
	00925
	00926
	00927
	00928
	00929
	00930
	00931
	00932
	00933
	00934
	00935
	00936
	00937
	00938
	00939
	00940
	00941
	00942
	00943
	00944
	00945
	00946
	00947
	00948
	00949
	00950
	00951
	00952
	00953
	00954
	00955
	00956
	00957
	00958
	00959
	00960
	00961
	00962
	00963
	00964
	00965
	00966
	00967
	00968
	00969
	00970
	00971
	00972
	00973
	00974
	00975
	00976
	00977
	00978
	00979
	00980
	00981
	00982
	00983
	00984
	00985
	00986
	00987
	00988
	00989
	00990
	00991
	00992
	00993
	00994
	00995
	00996
	00997
	00998
	00999
	01000
	01001
	01002
	01003
	01004
	01005
	01006
	01007
	01008
	01009
	01010
	01011
	01012
	01013
	01014
	01015
	01016
	01017
	01018
	01019
	01020
	01021
	01022
	01023
	01024
	01025
	01026
	01027
	01028
	01029
	01030
	01031
	01032
	01033
	01034
	01035
	01036
	01037
	01038
	01039
	01040
	01041
	01042
	01043
	01044
	01045
	01046
	01047
	01048
	01049
	01050
	01051
	01052
	01053
	01054
	01055
	01056
	01057
	01058
	01059
	01060
	01061
	01062
	01063
	01064
	01065
	01066
	01067
	01068
	01069
	01070
	01071
	01072
	01073
	01074
	01075
	01076
	01077
	01078
	01079
	01080
	01081
	01082
	01083
	01084
	01085
	01086
	01087
	01088
	01089
	01090
	01091
	01092
	01093
	01094
	01095
	01096
	01097
	01098
	01099
	01100
	01101
	01102
	01103
	01104
	01105
	01106
	01107
	01108
	01109
	01110
	01111



