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TREASURY DEPARTMENT 
Washington 

ro~ F. ::tEASE, MORNING NEWSPAPERS, 
SH.Il"d'il I November 1 I 1941 . 
IOlj'i/4 

Press Service 
No. 2S-28 

The Secret~ry ot the Treasury announced last evening that 

tenders tor $150,ooo, ooo, or thereabouts, or 91- day Treasury 

to be dP.ted November 5, 1941, and t o mP.tur e February 4, 

which were otrered on October 29, were opened at the Federal 

B~ka on October 31 . 

The detAils of this issue are AB tollowa: 

Tot~l Applied for - $199,998, 000 
TotAl accepted 150, 098, 000 

Range or ACCP.pted bids: 

- 100. Hi gh 
Low 

Aver•ge 
Price 

99. 944 Equivalent rate approxlmRtely 0. 222 percent 

99 .962 • • • 0. 15~ • 

52 pPrcent or the amount bid for at the low price wAs accepted) 

-OoO-
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• 

. .. 
' 

Regraded Unclassified



·' 

November 1, 1941. 

Uemorandum for the Files 

tPc.J. :lrf - 1 , .... ) 
On last Wednesday aftern around 5:45, Secretary 

Morgenthau asked Ed Foley to ri ome with him. On the way 
one of the things discussed was a telephone call Mrs. Klotz 
had received from Mrs . Merle Cochran between 2:00 and 2:30 
o'clock that morning. 

2 

In her conversation Mrs. Cochran gave Mrs. Klotz reason 
to believe that she was suffering from some kind of persecution 
mania. She complained of people spying on her and was afraid 
that Secretary Morgenthau would cause her arrest for taking • 
some form of medicine which her physician, Dr. Levitt, had 
prescribed for her . The call upset Yrs. Klotz considerably 
and she was unable to get back to sleep. 

The Secretary said that he had called Dr. Daniels after 
he had learned from Mrs. Klotz at the office that morning of 
the telephone conversation, and asked him to suggest a psychia­
trist who could examine Mrs . Cochran. Dr. Klein was suggested, 
and during the day Dr. Klein and Dr . Levitt had called on 
~ws . Cochran. A conference was scheduled for the following 
morning in Dr. Daniels' office and Secretary Korgenthau asked 
Foley to pick hlm up at 8:15 a.m. and go with him. 

The Secretary asked Foley if i t wouldn't be possible 
from a legal standpoint to have Mrs . Cochran sent to some 
institution where she would be cared for properly until 
Mr. Cochran returned from China. Foley cautioned him to be 
careful of such action and suggested in lieu of this, constant 
observation and care by trained nurses until Cochran ' s return. 

The conference at Dr. Daniels' office was attended by 
Doctors Daniels , Levitt and Klein , Secretary ~orgenthsu and Foley. 
Dr. Klein reported the result of his examination. He said that 
he had seen tws . Cochran only with great difficulty; that she is 
mentally a very sick woman; that she is definitely a paranoic; 
t~at she is not apt to do herself bodily harm, but at the same 
t1me she should not be left unattended. He thought the best 
thing was to play to her mental weakness and not arouse her 
suspicions unduly; that it wouldn't make a gre&t deal of difference 
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if she was not placed in an institution for the next few hours, 
but she should definitely not go beyond that time without being 
committed to Gallinger Hospital. 

3 

Dr. Daniels then inquired how long Mrs. Cochran had been 
treated by Dr. Levitt. Dr. Levitt replied that she had been 
under his care for about two years. During that time Dr. Levitt 
admitted that he had been prescribing a drug to quiet and soothe 
Mrs. Cochran's nerves. Upon inquiry by Dr. Daniels , Dr. Levitt 
admitted that t he doses prescribed were rather large and had 
been continued over a long period of time. Dr. Levitt pointed 
out, however, that he had attempted on many occasions to stop 
the prescription but Mrs . Cochran always became emotionally 
upset with the result that her husband would usually intercede • 
with him to issue the necessary prescription. Dr. Levitt stated 
that Mrs. Cochran was mentally abnormal and should not be left 
alone. 

Dr. Daniels asked Dr. Klein what he thought should be 
done. Dr. Klein said steps should be taken at once to have 
Mrs. Cochran committed to Gallinger. He explained that it would 
be necessary for two physicians who had examined Mrs. Cochran 
to sign certificates that she was mentally unbalanced and that 
he and Dr. Levitt were prepared to sign such certificates. 
(A memorandum discussing the procedure for commitment to Gallinger 
Hospital was prepared later at Mr . Foley's request and is attached.) 

Secretary Morgenthau said that he wanted to avoid such 
drastic action if t he medical authorities thought it was compatible 
with the best interest of Mrs. Cochran and the public, and as a 
stop-gap measure suggested that nurses with psychiatric training 
be secured who could watch Mrs. Cochran constantly. He said he 
was willing to provide guards to protect the nurses if necessary. 
The doctors thought that this was feasible if the cooperation of 
Mrs. Cochran and the apartment house authorities could be obtained. 
Dr. Daniels suggested that Dr. Levitt call on Mrs. Cochran at 
once and endeavor to obtain her consent to such a plan. The 
meeting broke up around 9:15. 

Secretary Morgenthau and Mr. Foley came immediately to 
Secretary Morgenthau'a office and N0rman Thompson, Chief Wilson 
and Mrs. Klotz were sent for . Secretary Uorgenthau and Mr. Foley 
explained what had happened. Foley was then requested by 
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Secretary ~orgenthau to take charge ot the situation and to do 
whatever wae necessary to carry out the plan which had been 
agreed upon. Messrs. Thompson, Wilson, Charles Bell and Frank 
Dietrich then discusaed the details with Foley in his office . 

Foley called Dr. Levitt and asked him to engage nurses with 
psychiatric training when it developed that nursing assistance 
from Public Health and Gallinger Hospital did not appear to be 
feasible. Dr . Levitt said he would be glad to attend to the 
securing of nurses, and asked that the ~ecret ~ervice men meet 
him in the lobby of the Jefferson Apartments at 10:45. 

While Foley was discussing the matter with the group 
Secretary Yorgenthau sent for him and told him that Mrs. Cochran 
was in Urs. Klotz' office. Alter a brief consultation betwe~n 
the Secretary, Foley and Mrs. Klotz, it wae decided that the 
Secretary should see Mrs. Cochran and endeavor to get her to go 
voluntari ly to a private sanitarium near Washington. Foley 
then stepped out of the Secretary's office and telephoned 
Dr. Levitt to come to the Treasury at once . Secretary Mo rgen­
thau then talked with Mrs. Cochran in the presence of Foley and 
Mrs . Klotz. He told her that she was sick and should go to a 
hospital to await Merle's return •. Mrs. Cochran replied that 
this was ridiculous; that people in the apartment house thought 
she was an Italian spy; that she waa constantly being watched 

4 

by people in the afartment above her and i n the adjacent apart­
ments; that listen1ng devices had been installed in all the 
wall pl~e; that mirrors were lowered outside her windows, and 
everything sh.e eaid or did was observed by others. The Secretary 
then told her for Merle 's sake that ehe should listen to him and 
take hie advice. She then remonstrated that she would not go 
to a hospital under any circumstances and if she was a burden to 
~erle then he could divorce her. Secretary Morgenthau then 
urged her as strongly as he could to permit him to make arrange­
ments for her to go to a private sanitarium outside Washington. 
This Mrs. Cochran flatly refused to do. Yrs. Cochran then 
retired to Mrs. Klotz• office where Mrs. Klotz endeavored to 
keep her While some plan could be developed. Dr. Levitt arrived 
and telephoned the Chestnut Lodge Sanitarium in Rockville. When 
Dr. Levitt explained to Dr. Bullard the nature of the case 
Dr. Bullard said there were no beds available at Chestnut Lodge . 
Dr. Levitt then called. Sheppard-Pratt Hospital at Baltimore and 
wae told by Dr. Petrell that there were no bede. Secretary 
Worgenthau then got on the phone and asked Dr. Petrell as a favor 

' 
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to him to take Mrs. Cochran off hie banda . Dr. Petrell said 
that the Secretary's problema were greater than his and he would 
be glad to take care of Mrs. Cochran when she arrived. 

5 

The Secretary then sant for Chief Wi lson and two Secret 
Service men. It was decided that an attempt would be made to 
get Mrs. Cochran into Dr. Levitt ' s car and drive her to Sheppard­
Pratt Hospital. An attempt was then made to get Mrs. Cochran, 
who was still in Mrs. Klotz• office, to accompany Dr. Levitt. 
Mrs. Cochran became very excited and rushed out of Mrs. Klotz • 
office and ran down the Treasury corridor to Fifteenth Street. 
She shoved one of the female Secret Service attendants away 
from her and left the building. She was followed by the Secret 
Service men to the State Department. 

In the meantime lfisa Youngquist, the manager of the 
Jefferson i partmenh called l{r. Foley and told him that something 
would have to be done about Mrs. Cochran; that she had become 
violent during the night and had hacked up all of the wires in 
her apartment and had gone down into the lobby with a butcher 
knife and had begun cutting up the moulding. She said that 
many of the t enants were afraid to return to their apartments 
and that Mrs. Cochran could not stq there any longer. Mr. Foley 
then explained to Miss Youngquist what Secretary Morgenthau had 
attempted to do . However, Foley told lfisa Youngquist that, in 
the light of the facts which she had just communicated to him, 
the Secretary and Foley could not assume the responsibility for 
keepine Mrs . Cochran in the apartment and the matter was between 
Dr. Levitt, who was responsible for the safety of his patient, 
and the apartment house owners who had a duty to protect their 
tenants. Miss Youngquist told Mr. Foley that the apartment 
house owner had sent fo~ his lawyer and they would t ake action 
to protect themselves and the tenants in the building. 

In the late afternoon Chief Wilson telephoned Mr. Foley 
that !.Irs. Cochran had been given the option by the local police 
authorities of going to Gallinger or to Sheppard-Pratt. When 
the police arrived and she was faced with arrest or an ambulance 
ride to Sheppard- Pratt, she accepted the latter course. 

On Saturday 1~. Foley cal led Dr. Petrell at Sheppard-Pratt 
and asked him to do whatever was necessary to see that Mrs. Cochran 
was properly cared for unti l Mr. Cochran returned from China. 
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Foley explained to the doctor thAt a seat had been arranged !or 
Cochran on the first Clipper and he was expected back at the 
office around the middle o! November. Dr. Petrell said that 
he would be glad to care for J.!re, Cochran until her husband's 
return. 

Attachment . 

6 

' 

, 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER OFP'ICE COMMUNICATION 

OAT& October 301 1941. 

To Ill'. rolq 

~110M llz'o Jei.U..r 

!be tollo...UC .... tile proce4vee la U.e Dietrlct ot 

Ool•'bia, ao eet forth ill D.C. Co4e (1940 H. ) UUe 31, tor 

eeC'<Iriac co.ai-at of aa alllce4 llllalll pereoa to tile propar 

illeU tuUoal 

(1) • per- at wboee b.ouo aa all &Ce4 la-• pereoa 

aaT M aq IIPP17 tor a nit ja lgatlsp '-'n14p u4 aa order 

of -'.-..t l!r !iliac 1a U.. Diatrlct Oovt tor tile Dietrlct 

ot Ool•'bla a Yerlth4 peUUoa U..retor, ooataialac a natant 

ot tach wpoa which tile allecailoa ot la-lv h 'baoe4. !he 

peUUoa -.t ..,. acca.paa114 l!r tbe atf14aYlh of two reeidlata 

ot u.a Dietrlot of Col•'bla 11Ulac tortb tllet tb10J 'baline tile 

pereoa ill queUoa to ..,. t..ae, tile l l ac\la et tlae U.., ~>eYe 

kaowo - per-, U..t tbtrT ..,.lien ndl pareoa to be lac.pa'ble 

ot ~ac 1111 - affaire, U..t ....,.. pereoa 11 aot tH to be at 

larp, tbet it I1IICh perooa 11 peral Ue4 to r-.ia at l1'bert7 

tile rlph ot pereoae 1114 propart7 will be Jeopar41114 or tile 

preeer.aUn of pa)llo .,_ lllperUI4 8114 U.e 0~11ioa ot 

or1M rea4are4 pre\Ple, Ul4 U..t u.a pereoa h a tU ni>Ject 

tor uae-..t lleoaaee of -tal ooa41Uoa. tJpoa tile fillac ot 

? 

• 
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u.. peUUo u4 \lae lltf14a't'1ta, \M o-n, ar .., ~ tllReot 

1a -uoa, 11M 41e-Uoa w h ... • • ._...,..., tor U.. 

taa41ata ~~~Pnl>aaeloa u4 uwdha, fer proll.t&UT ozat•Un, 
• 

of tile pauoa 1a crueuoa 1a Gel.U.,.r llaalol'P&l KoepUal, u4, 

aloe• feoa4 )T tile e\lltf of a.J.llapr loepl \ol w M -· 1a 

h. lllulle~' • BoepUal t~~r a porle4 .. , .,.OM4111C *rv .., .. 
!lao pen• ... , M exalae4 wi\ll.la tlft ..,. ot Ilia edaieeln 

law Gelll-..r loepl\ol )I tile etlltf of ~t loepl\el.-

(1) Ill \lao aUorDOUft, tllo ... rla\ .... at ot Poll .. 

por•a of 4Mcarou ....... olea 1lpOil \lao fllliiC wi~ ll1a )I he 

r .. l4oata of tile Metrlot ot Ool•'llla ot otflk'li h •UliiC tor til 

tile eaa •tarlal •• r.q;o1re4 la tllo ott14a'lite Ma\loaa4 la (1). 

!lie e..,arla~t of Polloe ... , •-• oorUfloawa tr• two 

piiJelolaae tllat tllq 11oft • .,., ae4 tile per•• u4 tllat lao ellraU 

aot M po1'111 u ... to r..n at U'llarv. lJPoa arraat, •all poroOil 

le 4aWM4 l.a Gelllapr Mllal.olpal Boepl \ol •til \lao fllliiC ot 

a ,.uu. -WaliiC a rla'-t of \lao faoh,... oblcll \lao 

all ep\loa ot laaaalV h Moo4. lull poUUoa .,.., 'be til ... 

'li~a 41 IICNI'e othr \lao po.r- h ab1Ua4 to \lao Boepl\ol 

(er )I aooa of \lao ..,., «q, aot a eua., or lloll..,, 1t eael> 

tiM ...,lroa oa a lhalolq or boll4q), 0114 \lao OOilrl, or UT 

8 
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teAfJt 1a -Uoa ..,, l>e1al ~aUath4 at Ulo ntflclOUT at tho 

,.uuoa, wtlloftso *e -is.-4 &etoaUea at 1&14 per- la tile 

Wlbcer lliall1c1pal loopUal, u4 aloe• f.-4 - "' tho oietf 

of hlllapr loepUal, t.a IIi, llll.U.ih1 o •oplial for a porlot 

ui u:oeo41ac \lllrtT &qa. It tho otatt at o.l.Uacer loepl tal 

tb4 nail penoa to M at •OGUA ab4 11114 nUPle tor v.a~. 

tho llllporlat.,.._i of tho loeplial.., or4er 18oo41ato ii'IIIUiter 

to St. lll.U.th'oloeplial, oa4 _,report tho fact at U...fer 

to tho o-t .. loa oa lloaial laal.U.. 

(I) '1114ar oUiler (1) or (a), at tor tho tlltac at tho 

potltloa u4 4otoaUoa of tho poreoa, tho poUUo.a for tho ato...­

aoailou4 writ oa4 onar of .-t•Rt ... t M ratarro4"' tho 

Qou\ io tho C~nloa. !ho o-lnloa ooa410Ch aa -S.•Uoa 

of tho luaao penon aa4 other poroou, hol4o hoartaco, ...a ukoo 

a report ...a roo·waw!•Uoa io tho Oov.ri trl.thla .. ...,. &qa. It 

\llo Owoiooloa fla4o tho per- 1a quoUoa io llo laauo, tho 

o-J.nloa ..,uoo to tiM Ccnlrl for a 4ato tor a hoarlnco · !he 

report u4 r-..aauoa of tllo c-loaloa aa4 aetloo of hoariJic 

aro ••"o4 wpoa tho alloco4 u .... poreoa 11114 hlo -••t rolaUn. 

Blo laaaao porooa or ~·• 1a hh llobalt, laol:olllac tho Cnrl, 

.., 4oau4 a J'a7 trial. U' tho Oovt lo ~aUatlo4 that tho 

perooa h laaaae, or if a tuT ohall oo Ua4, tho ~· .., 

9 
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'\e ter \lie \ea\ later .. -. et \1M JN)IUo ..,_ et U.. la- pe-

. 
• 
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November 1, 1941. 

t!iEl.:OR.ANDUll FOR THE SECRETARY'S FILI.\S : 

A meeting relative to the administration of Executive 
Order 8389 was held in Mr. Foley's offi ce at 4:00 P. Li. on 
October 31, 1941 , attended from time to time by the following: 

Messrs . Foley {Chairman), Pehle, B. Bernstein, Coe, 

11 

E. ~. Bernstein, Carre, DuBois, Lawler, Dietrich and Timmons f or 
the Treasury; Messrs . Acheson, Luthringer and Fisher for State; 
Messrs . Shea, Jurenev and Kreeger for Justice; and Messrs . 
Goldenweiser and Knapp for the Board of Governors of the Federal 
Reserve System. 

Mr. Bernstein reported t hat Mr. Molekamp had recently 
discussed with him the question of the Dutch obtaining 
renresentation on t he board of directors of General Aniline & Film 
Corporation. 1ir. Molekamp had discussed this matter with Mr. Tuttle, 
attorney f or the management group of General Aniline & Film 
Corporation, but 1~ . Tuttle had not accepted Ur. Molekamp•s 
suggestion. Mr. Bernstein told l!.r. Molekamp that it was a question 
he would rai se with t his committee. The committee indicated that 
i t did not fee l that this was a request that could be supported. 

Mr. Bernstein menti oned a circular that is being 
despatched to all Federal Reserve Banks , stating t hat reports 
filed on Form TFR-300 after October 31, 1941, should be handled 
in the same manner as those submitted before such date. If t he 
Federal Reserve Banks discover after Oct ober 31, 1941, that a 
person is obliged to file a report, such person should be so 
notified in writing and a date for the filing of the report fixed. 

1!r . DuBois reviewed for the committee the tr ip which he 
and Mr. Hooker of the State Department made to Haiti, the Dominican 
Republic and the five Central American Republics . In Guatemala, 
coffee fincas on the Procl aimed List own or control 45% of the 
coffee production of t he country. I t is therefore necessary to 
work out a plan to accomplish the two-fold purpose of allowing 
the coffee to be exported, thus maintaining the local econoii\Y, 

• 

' 
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and preserving the objectives of the Proclaimed List. The Central 
Bank of Guatemala will supervise the sale and export of coffee 
produced by Proclaimed List fincas, freeze the proceeds thereof, 
and allow a li.mi ted amount of funds to the O'llllers of such fincu 
for operating and living expenses. It was recognized that this 
plan does not completely carry out the basio objective of the 
Proclaimed List. However, o.nly something leas than an ideal 
program can be applied to Guatemala at this time, since it is not 
possible to limit Guatemalan export s of coffee to coffee produced 
solely by native Guatemalans. This is true for two reasons - - the 
native f incas do not produce enough coffee, and. the coffee that 
they do ~roduoe is of a lower grade than that produced on the 
German flncas . Mr. DuBois further stated that the American Naval 
Attache in Guatemala reported that German interests participated 
in drawing up the plan of control for the government, who later 
submitted it to the imerican legation. Kr. DuBois said that the 
American Legation will at all times have access to complete 
information as to how the plan is functioning . It was agreed that 
if the proposed plan is accepted we should send one or more good 
~:~en to Guatemala to admi.nister this interim arrangement and to 
devise a permanent solution. It was agreed that the proposed plan 
was only a "modus vivendi" until further s!:1s can be taken. Mr. 
DuBois pointed out that the original Guate an plan made the Coffee 
Advisory Board responsible for administering the plan, but this had 
later been changed so as to make the Central Bank responsible. He 
eaphasized that the American Legation in Guatemala must determine 
whether the plan is working satisfactorily. Mr. Acheson said he 
felt the best course to pursue was to accept the plan and send several 
men to Guatemala. Kr. DuBois said that whatever changes are to take 
place in Guatemala must be gradual , for the Germans have gained a 
strong foothold in the country and cannot be easily dislodged. 
Guatemala undoubtedly will have to be offered something substantial 
in return, such as loans by the Export-Import Bank. Mr . Foley 
emphasized the importance of having observers trained in the 
administration of the freezing control stationed at strategic points 
in Latin America. Mr. B. Bernstein is to send a memorand\1111 to 
Mr. Acheson on this point. 

With r:~ect to the proposed transfers of ~old by the 
Swiss National B , whioh was discussed at the meetmg of this 
committee on October 30, 1941, Mr. Foley gave to Mr. Acheson a 
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memorandum prepared by the Division of Monetary Research stating the objections to these transfers. ~. E. Y. Bernstein pointed 
out that we had actually received from Portugal a oable stating 
that when Portugal receives from Switzerland gold under earmark 
in the United States, gold will be released to the Swiss National Bank from amounts Portugal has in Switzerland. Dr. Goldenweiaer 
indicated that he also favored denial of permisaion to effect the 
proposed transfers. 

~. Fisher said that the Associated Press and the United 
Press had requested permission to send a small quantity of food­stuffs to t heir representatives in Japan. It was agreed that we 
should permit such shipments. The SWedish Legation has requested 
similar permission and Mr. Fisher is to inform the Swedish Legation that the requested permission cannot be granted, 

Kr . Carre presented to the committee a second group of applications filed in connection with the purchase of the Silesian 
Holding Company and a loan to the Silesian-American Corporation by 
European interests. (Previous similar applications vtere denied; see 
u~nutes of July 26, 1941) . The bond issue of Silesian-American 
matured on August 1, 1941 and went into default. The new application 
differs from the old in two respects, (1) the purcha.se prioe 
(exce~t that amount used to p&f off the bond holders) of the Sileslan-American Corporation and all of its assets in this country 
are to be placed in escrow, and (2) Lazard Freres is removed from the picture and Ikap comes in directly as an applicant , It wns 
pointed out that there are two basic objections to this application -­
i t is probable that we can never ascertain that there is not a German interest in this and similar transactions , and in this case 
the escrow agreement has no protective value, for in view of the 
fact that the Germans are in physical possession of the properties, the securities in escrow can be cancelled and new securities issued 
by agreement of the parties in interest . After consideration of 
all t he facts and circumstances of this case , it was a~reed that the application should be denied, A statement announclDg the denial 
nas immediately given to the press. 

Kr. Lawler discussed an application, NY 256650, filed by 
of nineteen persons to purchase the Sobering Corporation, 
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Fifteen of such persons are employees of Schering, the other four 
include two attorneys and the president of the Orpheum Circuit. 
It is proposed to :malce a cash down payment of $300,000, and a 
further payment of $1,000,000, t o be ~!d i n twenty-two semi-annual 
equal installments . The f irst instal nt is payable June 30, 1944. 
}~. Lawler pointed out t hat this offer was accepted while an offer 
of $2,000,000 in cash was recently rejected by the alleged or;ner 
of Schering Corporation, Chemical and Pharmaceutical Enterprises, 
Ltd., of Lausanne, Switzerland. Mr. Lawler also stated that the 
t: . R. Squibb Company and the Vick Chemical Company are interested 
in purchasinf Schering. The committee unanimously agreed that 
this applies ion should be denied, and a statement was given to the 
press to that effect . 

Ur. Lawler referred to an application filed by Sterlin~ 
Products to remit $45,000 in liquidation of obli~ations owed by 1ts 
subsidiary in Cuba, Laboratories Farmaco, which 1s now on the 
Proclaimed List . Mr. Lawler said that the statement of obligations 
which it desired to liquidate was vafue and incomplete. It was 
agreed that Sterling should be told o submit exact statements in 
order that the matter could be further considered. 
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FIELD ORGAN IZATIO N ~WS f:&tter 
DEFENSE SAVINGS STAPP 

TRI!ASUitY DEPARTMENT, WASHINGTON, D. C. 

NOVDIBD l , 1941 

TO 'I'IIE FIELD STAJ'J': 

Prom 1IIIUI1 o! the teno o! thouoando of -rolunteer worlcero who 
ll&ke up the Defenoe Sa'ring11 &l'1IIJ' there come oxpreooion1 of appre­
ciation !or the oppor tunit;y to oar-re tho nation in theae critical 
da,-. . Theae volunteera , in no uncer tain terma , expreae gratitude 
for a privilege - a pri'rilege of hel ping to build the internal 
linea of dofen1o ao well a. to help finance the coot of tho ex­
ternal linea. 

Tho Navy, tho Air force, tho ~. tho Coaat Guard, conoti­
tuto thoao external outpooto which will protect our ohore1 againot 
&n7 anomy. Tho internal linea of defense are built upon tho moral 
fibr e of the citileno of tho lBnd. Tho two linoo are inseparable 
and equally important. The mightioat of armamonto are of amall 
nluo unleu behind them 11 the un1 ted ouppor t of a people belio .. -
ing atrongly in their Government and their own future. 

Every owner of a Dofenao So'ringa oocurit;y 11 a bettor citilon 
of thio Nation. Rio 1take in t he fUturo becomes greater . He 
reali soo more fUll ;y hio r ooponoibilitioo ao an ~orican. 

Therefore, it 11 underatand&ble Wh¥ buay men and women, carry­
ing a nol'llal load of buoineao, ei'ric and ooeial rooponoibilitioa, 
conoidor it a privilege to volunteer tho nocoa1ary time for tho 
Dofonoe SaTing11 Program. Ever;y tiiDO the Program 1a explained, 
each t111e an American become• a buyer of a Bond or Stamp . our 
Nation 11 made 1trongor and greater. Ono who plO¥• oo important 
a r ole in hio Nation' • well- being will eonoidor it a decidedly 
worthwhile privilege. 

Tho tonic of the groat talk before uo lias in the full 
knowledge that our every mo'fo for Defon.oo Sa'ringo buil do and 
otrongtheno that powerful inner line of dofonso oo important in 
thol e critical d0¥1· 

Sincerely yourl, 

GALE 1'. JOHliSTON 

l'i old Dir ector, De!enoe So'ringo Staff, 

• 
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SA.f.uGrAH !llpl.OJ'V Writ11 Fi.ae lAtt.n .. Pace 16 
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IUWIA.•, 111<1\4 .. 10011 - ,.,. l8 
PRI9CJlC •JJJ.S lCo l&rr1Ar to Partiei~t.ioo - Pace 19 

SAI "TES• to •M¥ Bonde Tod&T?" .. P&at 20 

- 2 -

~! .(sffer 

m ntmiQ IISSI&lfJOJ, a4opt~ '07 t-:be ottieial d.el ... W t to tbe 
Z3r4 NlA'Ul uUoDAl oODTta\toa of !be .A.Irlcea L-«:lOA ~11 be of lD\uee \ 
to all •-"r• of the flel4 et&N' 

•IIDJA.I, tbe Defu..e St:YLDC:I loa4 Proc:r- of tM OD1t-' 
Sta \tl 11 aA IIIIQ\1&1 part of our •atiOGAl DtftDI I, ID4 

•n:I:IIA.I, tbt n.teue Sa'YiDCt BottA Pr~u will 'be an 
efteotL•• factor ln 4o .. lop1QC aatlooal uolt7 aDd • 111 
.ate a ... u4 oootribu.Uoa to ov.r ecoGoaio w·elfare b7 
MCounciOC OOD\1~ tbdf\, u4 

•WKDJAJ, tba kt.lcmal Zzeea.U'It C~U.tt of fbi ~trlc.A 
..._,1011 bu ID4o"~ tbe Deteue S."nap loa4 ~ u4 
bu vctcl Uti.D.1 h nppor\ u.4 coor-n.Uoa; 

11~ !BD.DOI:I, U 1~ DSOl.n:D, \.ba\ !b.t ..... rlcu. Lec1Cift 
1D. a:I.D'\lAl ooaYuUcm Nuabh4 Uw l&tb to l8tb 4q. of 
Stpt .. ~r. 1941, bereb7 urc•• o~lttt oooptrat1oo • 1\b 
tht Vatloul Doftnt t Sartnca lloa4 Proc:ru; ~.ad that "flr7 
Pot\ of the AMerican J.ec1on, t.n4 t ney 1rl4.h1.4ual lteioa.· 
Dairt takt a put 1D tbit 1-.>ortut. procraa 'br tht cener w t 
P'IJ'Oba .. of bond.& u4. 'br r.nderlac tftr7 pOSil ble t errlce 
to tn. Dtftntt SaTiac• Co-.1\\tt of each State; and 

18 

•u IT J'UI!'BD. USOLTID, \hat tb..l t CO#'t'u\lon nc<m~Gda 
tbat _.U'T clU .. n pa.r\icip&tt la tbit coutnacthe eeiho4 
of aat~ac oar .a..rtcu Y&lutt ao4. 14ult.1 

!'Ill coc:.JI.t.!lO. 07 ml .AM:IIICd LJOIO. • ltb t~ Dtftntt Safl.act IT .. 
era MpD la Api'U , wbta tbe latioll&l ~uaa.u .. Co..tu .. of~ orpai_. 
l.ioA a4opte4 a l'ttoh:Ucm ur~ all poUt W all IAcioa .Sen t.o la'f'tt \ 
to tbt lla1\ of t.hlr abilU7 l.n Dtfu .. :tol)4.t. ~ ll.aJ 1, u toCID at p.,.. 
fecu Joa.b 'btoMt a ...,..U&'blt, LectoD. pot tt bteaA t.o act t;IJ)OD thlt a4Y1ct u\11 
to4q \ht total MOU.\ of LteiOG tuab 1GTttU4 1a Dtftftll BoDb bu r ·taebt4 
• "''F7 •u~ttant1al tipre. 

fti.OUOBOUT TKI stJ0aa .lXD ~I 1ALL, tht Yal'lOU.t ttatt 4tpart•utt of 
tbe Leeton at\ la &MUJ. cOM"e!lt1oa, bte.r4 e44rtlltt o-a \be De!u•e k'f'1.Q&t 
Prog-aa b7 Hate Mlalftilt.ratort, ttate oba.lr..o ud. otbert, &Ad ad.oph4 
•t.roncl1'-• orU4. rttoluUoat pledcinc 1\lll ooo,.nttoa of lAcioo potts u4 
Ltc1oo ... ~.rt. Such actlon ... t&ktD, tor .-..pl t, 'by tbe Lecion d~t­
eenta ot Ari iOG&, CalltcTUia, ~1. ~·•· W..•~••t~t . Kissourl, ••~. 
Sortb C&rolha, OHcoo. Soa.th Carollaa, Utah, '•nCNlt, Wubia&\oa p4 
l hecN:.tlD. 

n l'YIIT CCJUm' J.IXI ctn II ms un!D sum, .t.aer1e&D Lecion pe•t• 
ht.•t 'b .. D. t.n4 11'111 Cotltlrtllt t o bt 4eptD4~ \JPOD \0 btlp bri~ the DtftDII 
Sa.,.taca ••••._. \o \be p.ople of thtlr c~tt1••· 
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JI(!!}VJ J:sttcr 

tfWi&IG' pups punp '9 aR7'9If pppu smm.s PP?l!t" 

Jh! Attogtet~• pltl11t• qbttstlyc wal deflatd ~ 1\t SX.eutl•t 

Co•U.tn ._.: '1 of .. aU• ~~t~~plOJ'8U lD l~Of•all .. qe.aclea a4op\10D 
llt\4 pa.rtic1paUoo• to l)etu .. Sa•ln&• p~oll allotau.t plans. 

Brouebt t.o the coo'fta\ion noor. the rtoo•end.&Uoo of the lltCJ\lt.ht 
eo-1ltte ,.., c~•u eaUn~.tlattio e:lAor• ••a·t '07 \bt oon•ecUOD lhhca\ .. 

Md t~ follo-1..11& rttOl\l\.lOD -• offered u4 u.A1•011lslJ a4opt~l 

• JU latioul ,lnocla.Uoo of Inauruc.t AC•'*• f'D.llJ lD t,.."-7 
• l Ua. the plaa of t}l,e !'r...wr7 Deparaeo\ tor tblt aale ot Dtfta .. 

S.•lcc:t a.oo.b aa4 Stupe , arc:•• ~a lh ~ -ber• and Us. _. 
ure 1Adutl1'7 tbe Moptl~ of t~ ,_,.ou allotuo\ platl u tM 
•ot t dtlchot MAOtr or t w:tcciac tb4 cr•t ecoaoaic p own of a 
utllfie4 cttlur~.th1p bth1D4 the IO•eraata\ 1D \h.h r~aUonal 

••rceocJ•" 

seoret.aa Uorceotbau !44rnu4 the sOD'f'tDUon 1uedia\·tl1 tollOitiDrC 
a4opUoa of thh reulutloa Mil tbanh4 \bt .Utoclatt.oD for tM uUoa 

• h1eh H bad Jll•t -..kto. Be ~pob ~ loa& tltt&Det t·tl~e fica hh 4uk 
h l &ah!GC'-011 t~ the C:ODTUt.loa ball'• plilltUe e44r .. • cr-t ... 

A tra:wcrbtloa . .. -.4• o! thh por ttoa o! tbe co.aTutlcns proo"'­

lac• ud. -tll be C11'C\llate4 uoac the; 48 etah ueoct&UOGe -.Dd?OO looal 
lH».rd.e afti Hated. 'W\ th the Ia \tonal AnoolaUoa.. 

~~~~~!t~¥,~~1wi tb • Mcb tbt .htoclaUon h approachll'IC 
t1 of 1 t t •uber • are tl\t tollo..,. 

&efteral C~ttl of the Altoclatloa. lD & 
Ct.t7 ChA.~er ot Coamere:e1 

•Delete S..•tac• !!. la.wn.oc:e, l.c t 'tlnDC-8 tor tM t'tlture of 70'U' Oftt 

bc.t h•u . iaftJ"Uee for tM ~tare of .Aavlc.a. !ba p&JT'Oll allota•Dt 
pl&a lt • per!ecte4 1 law.ra.oc. pollq1 • 'b:leb cu t.uure the ..n-
4fcree of u..q pa.rttelpatloa. 1a the proc.n of owm-=c a eh&re ta 
ttultr .bulca tor ud. ~ the 110st ptOplt - a proeee• which canaot 
help but CO A lOft.C W.f.T toward. 1ftttu'lCII a&t10cal Wlii7• " 

At tbh eoa•enUon, tbe Dete.nu s~"t.nct St&tt wu r epr eeel\ttd 'by l,tro• 
Van l hetlfl.n, coct ultan\ oa tre4e aasociatlon pu'bUelt)', an4 Jonu s. tgucb: 

i!~a:r ;::~~!t!~~~::!:'o~n t~~:o:!io~!:!;.,~~ !ft !!:rS::,t.~!::.~reoo 

-·-

:JI.(__ews JSttcr 

•:t.WJb~ • .. nAC • • • 
Deftue Sh11pe azt obJ', 

1 Tht7 aakt a lat tlDC Cbrie t .. t cit\ 
"""' b.J,p tb. u. s. .l • • 

Rtfeatt St.Mp CbrU!P!! Otr4• .,.. D~ • ••1lablt, Ia ooop•atlcm wttb 

w t»feu• aanaca P'J'oer"aa. all cr .. uac caN. p:lblt.t btre ..,.. pre .. auac • 
,.ritt ot eiP,t •ttnctt.YI Ckril'-'e oar4a MCb ooot.ah1oc a :o.r-..e 1oo4 
alba for ooUeeU..:c O.ft.c.tt St..llpt or the te~eut d.ta.olli..DaUoo.. 

ftlttt peclallr bt1pt4 Ct£4.!, 1Uutratt4 ~tlo• . .. rt crMt,td ~ 

produ.ot4 'b7 • corporaUoo .. t "P for thh parUcul.v pvpott boWD u t~ 

•CnttlDf card Io~ttey, rno.•, (300 11tth A'Ufl.lt, Wt• York Clt7). The 

c•rt,\.1, whloh tell tor fht ooDh "J)hct, are to be t ol4 oo}T lf •t lta.•t 
oAt tto-ctot J)efeou St&mp 1t t1Ault~eou•17 
pu.rcb&et4 AD4 placed iD tl\e alN. 
!ltcbaloall.7, the albuM •tuoht4 io 
tht ou4t aze OD lotn trOll tM OovtrD­
ae.At u4 I"IC'Llatioa.. 4o DOt ,.,.t.t. 
tUlr 4h\r1llu.Uoa UAl .. t tNT 
coot&ia one or .an tt.-.pt . 

t'bt wd• C&!'T7 • 
~1etr of tentl..ntt, toat 
!o1'11&1, tOM ln.taor oua and 
•o .. pt.nt.CN.larl.r eppr~ 
prta\t tor ch114.ro~ 

lytqeu tll"aat 
woqU t1D4 t o.t of 
t ~ pU" t 1 o.tl&r 1.7 
appropriate tor 
trauainlac to 
tbelr e.plore•• 
ct.ttt or J>tfta.tt 
SW.IIpt, •hich tate 
the pla.ot thte 1ear 
of the utual ct.ftt 
of et.tb., 

• • 
• 

• 

- 5 -

19 

' 

Regraded Unclassified



''· 

~ws ~Iter 

LOOtS •IBID HOOD' DljDIC.lft!! 

The r lioa of tbe 'tlbi te B:ou.te pictured at 
the lett i7 a I Mll buildin& abou.t 12 feet bicb 
b1 b now t talldt in tront of tbe lederal Buil~ 

; 
0
in st. Louit , a contribution of the Life 

u:.rwnten' .lltooiat1on of tbat city to tbe 
Defeue Sa'Yillfll Procr-

The buildin& WbJ.cb COl t about $2700 n.t 
aid for by Life Underwri ten 'llbo raieed a twld 
~f $5000 tor ita oon1truction ud aintell&lloe. 
Since i t • •• dedicated to tbe e&la of Defellle 
Bondi and Stamp• on October 10, it baa been a 
111Ueh frequented epot. Pootal e10ployeeo are on 
duty there fro• nine to liZ daily, ready t o eell 
ei tber Bonde or StUll•• :Each week a different 
orpnisation acta u ito eponaor. lor eD~~Ple, 

the firtt week •• lo:noft a• "City of St. Louie l eek" • . ud JUo. 111~ Dee 
Boeker Ti!e of the ~~a.Tor of St. Louie • -.. the eponlor. tile IIi .. 
redna~ion of 'fOtMD't Cluba aa the eponoor for tbe following week. 

ParUeiputl in tbe dtdioaUac c:areaon1 .. 1 troe lett to richt , ( at tbe 
aier ophone) field Dir ector o.le r , Jobnoton: ( leatea) Jueo Callaball, Cbair­
aan of tbe Breelo:taot lleeUn& wbich preoeeded the dedication ud whl.ch n.t 
attended by 100re than 1200 bnlinen ud o1Tio leader• : Georce L. Dyer, Sr., 
Co-Chairaan, St. Louh Lite Underwriter•' Co•ittee: Poetaeter Jbd\1.1 Jaolo­
oon; Brancb Bielo:ey, Chairaan, 111uour1 State Defenee Saving• Oollllittll; The a. ... c. Oeoar JohD• on; llayor lilliaa Dee Becker; (etudinc) L11ter Becker, 
lli 10our1 Cbairaan, Life Underwri ter1t Co..Htee for Iational Defe111e Sa.., 
iJICI: lred '1', lleDoh, 'l'reaeurer , Underwriter•' Defenee Dr1Te; Ada& llo11nthal, 
Chair&&~~, Life Underwriter•' .lrr&Qgeaentl Coa.ittee. 

- 6-
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~ews .(stter 

P''' OIT Nmlp 

Jfoat- state &detnbtrator ~Uf! hrtlg racentJ7 tOI"Warded to ._ 
a oovr ot a attar troa L!o c. Or % CJldra.~ ot the Detanea S&'finca 
Coaittae in Great Fall.., which •• tolllld ot inl:.araat 1111d 'llbich •• belie.,. 
will 1ntaraat raadan ot tba IIIWS l&TTZib 

•!)ear Billa c.t behalt ot tba Cuoada Cowlt7 Oa­
t-• Sa'ringa COIDittea, I -w1 like to axpraaa appre­
ciation tor tba P'iald Orgtni11tion !Ia!! Latter, which 
our eo-itta• 1a t1nd1ng n-q nluaba • ••• 

•In oae 1a- tbara wu an ita abollt a trw -1a 
utinH tor acbool childrc lflo lmllld preaant ·~• 
atapa tor ..aiaaion. I clipped thia ~ ot tba attar 
and aant it to Mr. st .. ,,, our local Fox 'l'heatraa• KM­
aaar. Ha at ooca cal.J..d up and ca.,. ua a ch1.ldran•a 
utinH, whieb wu quite a atiEl.ua in the ~ti.oll 
ot tba aw ot ata.pe in retail aatabliat.anta. 

0 I aaw ~her it• about aoaa billboard CcapeiiT 

tumiabin& a tiDe billboard in - o1t7 back Eut and 
eant that part ot the attar to Mr • .U P'araar ot the Fall 
Si&n Sar'f1.oa, and Kr. Faraar 1a now buq lining up a tina 
billboard tor ua llbich •• hopa to irwtall at or near tha 
Chic Canter Mldilw. 

•Our Ca.ittea 1a uaing otbar it- troa tba 11-
Lattar which w think qht ets-lata Yarioua groupe in 
the oit7, and rig~ at Jr .. ant Wr. Karl To.uchott, head 
ot our aa.zoating dirlaim, 1a intaraating our rat&Uara 
in Mcuring b&dgee tor carb in atoraa to war, aaking 
tha c•to•n to taka their ebanc• in Dat-• S&Yiawa 
stapa.• 

* * * * 
"I!Af IS Till TM?• "TIM! P'OR !1IFI!!3I SAVOOSI" 

3 tb&n a aillton ant! a halt paraoual telephone Detanaa Bond aaaa&&•• 
•ach l Th1a 1a tba contributim to the Datanea Sarlaga Progra !Iaine 
IUIIla b7 u .. ra at Audichron aCJli~t, aocordiJII to John t. Franklin, Praai­
clq ot the Alldiobron ~. 

Audioh:rocl ~ipaant 1a •ad to dalinr to teLephone aubaoriban correct 
tiM •icnala aloag with brief aaaea.pa ad.,.rtiaing eo• product or a.nioa. 
~ bmQ •• thia ·~~ to adwrtiae their aerrlcea and •- ot th­
b&ka - uaiJic traneoribad Dafanaa Bonl ......... ai\her acl•iYal7 Or 
intereparaac~ With other recuar ........ 
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:J..&;ws .(slier 
T O !II! LADI!S 

Kitt of ll&terialt t or Wc.tn1 t Ornnintionf 

Kite or paekete of publications of epeci&l interest to -·• orzanisa­
tlona are - beiqJ atNllbled. lll.thi.D ten dl18, th"e wUl be •ent. to state 
Ad8Watrator• and to wo•n ..-.era of .tate Detenae SaTing• <>-1

t.t.. ... 

Sach packet will include, tirat of all, a ai.Mo&l'tiPhed COPT ot tbe pub­
lication, !lad!!! Chairlwl\ Th1a 1a d .. i&ned t o ee~ u a guide to wo•n'• 
cllll> pre!ident•, 1n th! eetti111 up of D!fen,. SarlQga pl'OIJ'- tor their cr-
110tsaticas. Until Meet•• Chai.nun\ 18 rNdT in printed to:ra, m_,.,-ap~~ed 
copi .. will be anilablt for uae b7 stat• and local oo.aittee• • 

.U.O included 1n th! ldt will be UP:~ ot th! Def!D,. SaTing• statt pub­
lieatione referred t o 1n II~ Chairunl includiJIIt 

1 , A •uu .. t!d l,2..cinute apeech for a club pr.,ident to u,. 
at a D!fenee SaYing a •eting of her club. 

2. A augg .. t!d 12-ainute 1peeeh for a Defense SariQgs Bood 
chainoan of a _,a club to gin before tbe , ... aeaaicm 
of t be club, 

) , Diseuaaion QueetioM al. An! .. .,.. to be ua!d at tbe conclueion 
or u.. ·- •eti~. 

4. Rapid Fire 9u1•ze• on Punlins Pointe. A Mriee of queat1011! 
and ....,..r, to be ue!d u De!enee SaYing! readnde'l'l at tbe begin­
ning or clc"' of eubaequent •etiJIIa or the club. 

5. A copy of a 15-<linute radio r ound table for ._n '• clube, d!­
aipd ! or perticlpation by a Cha.iraan, tbe Praaident of a local 
WoMn's Club, and the llqor or otber CiYic Ofticial. Tb1.! u tbe 
!ir•t of a 110nt!UJ' eeriea, f or uae Oft!' local radio etati<>~~e. 

..... 
6. Two leaflet•, We Gale llue to Stick !o­
setber and It Ie llot Too Late, !llitable for 
general dietributlon to ._n'a club .-here. 
Includecl &leo Will bet 

? . lire. Broom Blq! a Bood. Tbi! 18 a new 
) 2-pap Uluatrated booklet, printed in t'MI 
colora and intanded for uae in ~·• club 
at~ groupe . J uet u 10011 u tbe new order 
1! ott the preae, it Will be emt 1n quanti­
tie• to etate Defeo,. Sarloge otfic.. tor 
d18tribuUoo to club atudy gl'Oilpe, In addi­
tion, two or thr" booklet. 11111 be a.nt di­
rect froa Wuhington to eacb beaut7 •bop, 
doctor•• and dentiet' • ottice, and l.ibr&'l'T 
in the ODIIDtry, 

- 8 -
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:J..Cews .(gtter 

to 
( OONTINIJI!D 

rooct tor ThOI!f!!lt 

In the laat aonth, the National Wcun• a DiYieion ot 
the Oetarwa SariDsa St&tt racein4 240 attera froa Praei­
denta ot "-'• Club• 1D 42 stat .. , &alcins f or utarial 
on 1ntlatl.on. Tb1e i.e a &trollS indication that the -.a 
ot the countey, who are a aid to apen<i 8~ ot the ~:r 
apent nar:r year, are bep.nni.ng to take notice ot l'iai.Qs 
pl'icaa to the extent of tl')'in& to tiM out .tlet tha:r can 
do to keep t'- troa aoins up an:r 1110re. One ot thaae let­
ters cama froa an attorney'• wife in Biddeford, Kaine. It 
beare quoting here: 

: 
' 
' ' ' ' 
: 
' ~ 

Tnr 
Fignt 
Agniiul 
I njlntir)lf 

--·---------.·-

21 

"Within the hat hour, I paid 8¢ for a pint of llilk, 
read a puphlet on price control, heard oY&r the 
radio that a Coi1Sre•- 11818 price control 1a 'the 
&11&10' of the f-r• an4 read in ec-.nweal that 
th111Ss are getti.Dg better beca1111e far.ra are gatti.Qs 
a higher price for their aU.Ic, and hcga are br111Si11S 
twice llbat the:r u .. c:l. to brillS. 

i..__--········ .. ...; 

Tba Aaawer 
• • * 

"I should. lllce to know .tlat 1e the uee of tha tar•r gettii1S thrae 
tt.e the Yalllll of a bottle of &ilk, it he has to pq four times 
what he shou.ld pay tor a pair of cotton atocki.Qsa tor h1a 'ld.fa or 
hiualf. It 1 s a Yicioue circle. 

•Pricae are higher. Salle ehort-eighta<i people s•• to think the:r 
are ben.tittillS b:r it, an4 thus are 1D favor of it. To othen it 
looka like too big a battle to take on. 8.- people ea;r, 'llhat 
can a taw little w- do to prennt inflation? It1a like a little 
11011&& equeaking aaong a lot of lions.• Wall I eq, isn't there a 
ator:r about a .auae that wu rlctorioue? Send on your aatariab on 
the Defenee SaYings Progrea anc1 inflAtion. Here in Biddeford we'll 
see what we can do." 

The Ladiea Are lAndini 

FI'Oia each accor4111S to her Mane ••• In NIIIP&, I<iaho - a -.n gan 
a bl'ic:l.ge party and pree~ntec:l. 5()¢ Defense SaYings Stape to her t., pate 
haT!.Qs highest scores. In Greenwich, Co~~~~&oticut - a prc.iDent hoeteu who 
uaed to present her gueeta with expenain faTOra, racentl:r pat Daten&& S&Y­
ill!a Bonde Under the pl.atae of her c11nner gueete. 

In Jac:keon, Kiesiasippi, those who atop at the <»part.Mnt etore Stalllp 
booth atattad by the WCDen' e D1Yiaion of the HiMs County COIBittee and 
Wish to purcbue Oefenea Bonde aay till out bond application tol'lle and 
lea•• their 110ne7. Attendant& at the booth arrange with a local bank for 
~be i81uanea of the Bond, an4 the customer etopa later in the c1&:r at the 
ooth and picks up the Bond purchased. 

, 
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:f\.&;ws J.Stter 
ILLIIOIS 

TM1 stwp•· v·r AAt1rtt1•• Publtct•• PrMPM 
Orgp1yt1op . M I 

PJQOBJSS 1" the fo...atio" of the Illinoh State C..-itt.e, ill the 
~=~~~ t ebai .. e., 1D the opal>iDC of dowutata office& (ill 

u laetion O• COWl Y • "-f SaT1 PI' i 
Peoria and Spria&tield), and in pu.bl1a111DC the .,.,. enae JIC& ocru " 
a wide Tarhtr of ware 1a reported by State J.clail>iatrator l or.an B, Colli,. 
and Deputy State J.dal.l>iatrator Johl> G. Gallaher. 

BIG IVllNT acheduled for Nonabar h a "Defanae Show• which, talci ng the 
place of the cancelled .t.uto Sbow, will relat e llational Defenae to thAI D.­
fonu SaTia&• Progr.... !be Junior Ch&aber o! Co~~&erce and T&rioua other 
orpnhatio.,1 hen pr oaiud to a;tn J.dail>iatrator Collin• !Ull cooperation 
to a&ka thio ohow a great auccaoo, 

IWIT IIA'I'lO!W. OliG.UIIU.'I'lOIIS, aeeting 11> annual connntlon in Chicaco 
learn of the Defenee Sanaca Proc:raa thrau&h epactal bootluo and dieplqa 
arr&a&•d br the Chica&o oftice. 7or a~le, at the ammal aaatlng of the 
ktlow Beataurant Ownera J.ooociatio"o, the fila •.t.aarica Preferred• wa. 
abo"" &~>4 Stupa ware aold a~>d Defenoe Bo"d queotione anawerad a t a booth 
oteffe4 by e%perienced perooa..el troa do.,to"" banka. Spacial ~eaento 
haTI &lao been Mde to briac Defenae Sarlngo proal neatly to the at tent ion 
of dalecates t o the aa..ual conTention of the Poliah National J.lliance, to 
be held lloTeaber 2 at the Chicago Cine Opera Bouoe. 

EDl TORS OF FOBEIGll IJJI<RaGE PJ.PERS in Chi()llf;o met recently in the 
a tate headquarter• office to l earn how they could cooperate with the pro­
gru . .l oimilar aeetia& o! the edt taro of neighborhood and auburban newo­
paper o hao alao beon ocbeduled. 

CHlCJ.OO' S 5,000 CHlliESi baTe pledged theaulTes to a aan to buy Dafe"oo 
Bo"da a~>d Staapo, 'l'be Chicago br a..ch of the Chinese Eloergeney Relief J.aoo­
clation bao ao.woed r eaponoibilitr for boootlag the SaTinga Prograa in 
Chicago' 1 China to.,, 

ST.US OF 'l'liS EIITERI'J.llillmi? IORLD are treque"t rlaitore at the Chicago 
De!enaa SaTlago Staff headquartera. 7or ex&~~ple, Jaelt Benny of radio and 

aoTie faae recentlr called and was photogrephed 
there buying a Defense Bond froa Cliffor d 1. 
Young, Preoldent of the Federal ReaerTe Bank of 
Chicago. 

THE CI!IIIES OF "OLD HEIDELBERG, • well lmown 
reata~ant In Chicago' a Loop, now plq •.t.ny Bondi 
Today? Ae tbeoe ohi•e• are plaTed outaide the 
buildinc, they are heard by t houaanda of paaaer ... 
by • particularly during the noon hour, 

CAll CA!!DS adYerthlng Defense Bond& and 
Staopo hne been donated by the Chiea&o llotor 
Coach Co~. 
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~ws J:stter 
lLLIIOII 

( Con\lllued) 

nut BIO sun S!KD'! S!OD \ o lllatall a pqroll allo\Milt pl&ll 1e 
The Jair. 

nl!ST 1'li:I#.TD CII.UI in IllillOh \o ina\all u allotaen\ plan ,... 
:Balaban and 1&\1. 

BIST l!!OORD J'Oll PAll'l'ICIPJ.TIOlf Ill I. PATROLL 
ALWNEIIT PLAl! ot anr Cbicaco concern h beliend 
to han been buJ1c up b;r the Jinrtneerin.c DepartMat 
of the Chicaco Surface Linea, Thia Departaen\, 
which include• track aaintenance worker• and baa 
about l, 800 eo~plo;ree• , report. that 8~ are aannc 
tor Detenu Bonde \hrough pa.yroll allotaenta, .U 
the "JJ!!I• tiae, acre than ~ ot the entire force 
ot 1.5,600 eaplo;reea ot the Surface Linea are per-o 
t1cipet1DC in the plan, 1'be photograph at the 
right 1e troa a recent iuue ot the Surface Ser­
rlce Waca•ine. 

OmD PROOIIU'r CHICAGO nBitS which han 
lnetalled allotaen\ plana include: 

Armour and OoapallT 
Cudab7 PacldDC COapallT 

Jai r'balllca W orae Scale Compan)' 
International BarTeater Coapanr 

ICellog Sri \chboerd & SupplY Co. 
Peoplea Ou Light & Coke Co. 

RociD-Ola Co~ 
Blldolph 11url1 her Co. 

Spiegel Incorporated 

IliSIIRABCll: lBif in the Chicaco area han YolUDteered \heir urrtcea to 
Adainhtrator Collin•, ud plalla are now beiJIC c011pleted tor uainc th• 1D 
coDDection with a ayateaatic effort on behalf of p&Jroll allotaent. 

THE 70LLO'IIING INCIDJ:Ii'r, although UDUAual in itult, t;rpitiea the tllll 
meaaure ot cooperation which lllinoh banker• are ciYiDC to our Prograa: 

During Retailer• tor Detenae Week , iugene w. Kaaper, Preeident ot 
the J'irat National Banlt of Cicero, came to the Chicaco office. Be 
atated that he had noticed that Mn7 retailera in hie cOIUIWlit;y 
were not diap~JIC Petenae SaYing• poe tara, and preaented an u­
i •ed liat of the euppliea he felt were needed in Cicero -- a lie\ 
• hich included aome 5,000 it••· Wban the aaterial waa ••••bled, 
he loaded all of 1t into a truck ud rode ott w1 th the dr1 "er to 
peraonall;y aupeniae ita diatribution, 
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~s!Jtter 

Jl l JlllSIT 
Qep\r AA' Ci\z <;gw1 tteta ltiM Zorat4• C1\1M Iut&ll Allo'"'\ PJ•p 

cwm caGil'l"l'EES are beilll ui up in each of ... Jeraq'• 21 oouu ... 
In \he populouo cOW1t111 in the llorther n pari of \he Siate the•• oo.al. tteH 
are co~~poaed of ( 1) ""Honora17 Cha1run; (2) a geDaral ohai:nuul; (:S) a..._ 
ar at larp, ulll&l}T repreoe11t1111 orpnhed labor; tllld (4) the Honor&r7 
aon &lld ceneral chaii'IIOil of the Detenoe Sartnca Co11011 tteea tor each of the 
oount:r' o ciUII. Thio JIAkeo a cooml. ttee which h repreaentatift and at the 
... , iiae oaell en~ t o tuAct ion etteotively. City and town oamaitteea 
are or pn1ae4 alon& .t\lncUoDAl linea according to the etandard pattern, 

BAiiiS 111 lie• Jeroe:r are -.ldQ& 1t pouible tor t heir cut1t011ere t o 
autborhe per iodic dratto on their accoWitO to purchnae Defenae Bow. Olio 
ot the f1 ret to take a4Ttlllt~ of thh pl&ll waa llro. llary '1'. Horton , llellber 
ot Congrooo tor 5e• J er .. :r' • !hirteenth Congre .. 1onal Diltr1ct . In a letter 
to her bank, the J'l.rot llational of Jeraey C1t:r, which waa made public a t t he 
f1rat ••• tine ot the Jeree:r Cit:r C01111Htee, llro. lorton said: 

11 cono14or the bu,ying of Defenoo Sartnga Bonde not 0111¥ 

a •ar:r &eod f1DADcial innat11011t but the patriotic dut7 
ot ner:r Alleriean. • , • 1 would 10 further and 1117 that 
1 beline t hat nor:r AlllriCIJI ahould bu7 Defonoe Sartn&e 
Bonde even though 1t aoano a poroonal sacrifice t o do ao.• 

~.1: BOliD DISPLAY BOOTH a t the Tr.nton State :ra1r waa arranced by 
the New Jeroey BoAkArl Aaaoc1at1on and atnttod by 11eaber1 of the '!'renton 
Chari~ Houu Auociation. 

n asT Ol'I'T in New J eroe7 to 1notall a aAJ.ar:r allotment plan tor .llll>lll•Olp&l 
aonr1111e11t eaplo:reoa waa liEIJ&RX Senn girla applied aillllt&llaOilal:r tor 
honor of bein& the firet to oicn "" allotaent .. thoriaat i on a11d at the auc­
ceot1on ot 1.411l.n1atrator llalln1ng, the;r drew lote to deterlllne who woald ban 
;:;.:. 41:t1~c:1on. Below. llha J\lalli ta leet, "" e~~plo:ree of tho Oi t;rt a !)e.. 

111 0 nenv.e lllld J'l.u.nee, the wiDDer of thia drawing, eipa her card 
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in the preeenca of (lett 
to right) Wa.yor 'fineant 
J • llv.rptv' , State .ldaiD­
h trator John Ji1, llannilll 
and Poatmaater J ohn J , 
Si1111ot t, Jr. 

SBCOIID 01 'I'T in tbl 
State to han an allot-­
••nt plan wu JERS!i1T 
Q!!!, which haa tawed 
a puphlat 4aacr1bln& 
ita allotaent proce~ 
ln detail, 

mum CI n 111 thU 
croup wu Pli1H.B .AIIBOT. 
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Ill JIIBJJ 
(Continued) 

hrth ,Pbo;y h the h- of G. C, lliller, auber of the t.bor DiTiaion ot 
the State Deteue SaTiDC" C~ \tae &lld he waa l&rC&l7 r&lpOillible tor 
aecuriDC &doption of tbe ~oll &llota&At plu b;y thia IIWiicip&lii;y, 

PROGRISS OJ Till SALABT .ALLO'Dmll'r PLAJI in lew J eraq 1a eu.&rhed 
1 tatiaticall7 in the Sapteaber 1aeua (the aeoolld) of the Bew Jer .. 7 Bew1 

Letter : 2615 ,000 or eppro:dateq ~ ot all worker• ill the etah ere 
eiDJilO;yed 'b)' tinoe which haTe iut&lled the pl&llo 'l'h11 rapreeenh a nr7 
aubet&llti&l inoreaaa troa the ooaparable tieure (162,000) •• of the end ot 
.I.UCUito 

JU.TIONAI,!·Y DOIJI lew Jereq oonoeru not preTiouel;y aent1oned ill the 
!lEIS l&T'l'U, which b&Ta reoantl;y &llllOWICed t he 1Mt&llat1on of pqroll 
&llotaent pl&ll1 1nolu4a: 

Aa&rieen C)'allaa1 d Co.p&DT 
Baabarger'• Depertaent Store 

Coleate P&laol1Te Peet Co.p&DT 
ldieon Induatriee 

OHI OJ' Till IIOST .A.CTIVE ll!i)II!ER$ of our l'1eld Staff ie the CheiJ'II&Il ot 
tho Now Jeru;y State Co.mi the, .A.lbert 11, Bawkea. llr. B&wkee , aa prelidant 
ot the Cb&llber of C01111erce of the United Statu, bee Juet returned troa a 
trip wh1ch took hia into fifteen atatea in eaoh of whioh he &ddreued lerp 
gathoringa of bueine•• leadere. In theee addreeeee, he atreaeed Detenee 
SaTing• aa one of the iaportant aoTeaente to etrengthen the Bation and 
&Wl!'&lltM the future ot the indhidual, 

1 Both1ng 11 110re illportant than tor buaine11 .uac-nt to teach 
&ll aaplo;yed in 'buaine11 that we 11111t han indiTiduJ. thrift ud 
•a•1ng in thia lfation in order t o atrangthen the indiTidual 
acainat the probl .. • ot delq in aaplQ7Mnt in the poet-Defenae 
period, 1 aaid llr. Bawkea i .n a recent &ddreu, 1 ET1r7 1Dd1Tidu&l 
ehOUld be taucht that ha ahould ean &ll or pert of hil additioll&l 
e&rnillfl• in thia period wh&ll aaploTaant ie plentiful and wace• 
111gb.• 

In prhate life, llr. Bawkn h Preaident of the Congol..,...lfairn co ... 
pany of Xe&rll)', Hew Jeree;y, where reoentq a pqroll allotaant plan wu 
ontllue1aet1call;y adopted b;y a large percentage of the eaplo;yeee, 

• • • 
P!!I Zl8 at the annual golf di=er pert7 of the Un1 ted State• Truet c-. 

PaD)' were Daten~& Bonde, State .A.dll1n1etrator John J, ll&llninc. nu.ber one 
Defenu Bond d1apell8er, b;y winning the non-golfer• prhe • a $25 Datenee 
Bond - gaTe Jew Jeree;y neW8p8Pera a •au bite• dog" t;ypa of ator,r. 
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BOICJUBI CW!!!W!I 
Go'l'arnor ~1•• ~eon 

CW!!!" '• 
.A.lbert I , Ba• kll 
Concol-Jairn, Inc. 

won SDD AMIISTRATCI• 
Paul 11. Cauda 

I'IW!ml KWJPS 
AOiiCULTUD . Iillard B. Ulan, State Departaent of .&cricmlture; ~ 

stet ()raDca• Robert 11. Dillatueh. Jr. , .Ueooiat1on of 
B. ' f!nl, lew Jeroe7 ~i • a' B Hollinehed, United llillt Producere. 
Oooporatln llrkt. Anoeilh ona, !!.!...• .E.!.•...E:===:= 

B.tJilCING AJ1D n!WICE • Horace t . Corbin, Jewarl<; J', lloree A!'cher • Ceaden; 
Qeor&! a. Beach, Jerae7 C1t7; Robart I. Cowan, lfewarl<; teller Orahaa, Jar117 
cu

71 
Caleb s. Green, 'rrenton: J'ranl< c. 111ndn1ch, lfewarl<; .lrneat .t.. 111111er , 

lle• ark; JuUua s. Rippel, llewarl<; 1 , Paul StUlaU, lewarl<; I. D, landarpool, 
Jewark; Carl I. 11 the' a , leftl'l<. 

iDJCA!IOII . Dr. Harold 1, Dodda, Princeton; Dr. Robart c. Clothier, 
Butcera ; Har'l'eY 11. Dade, Ste'fen& lneti tuh; llonllpor JaM• J'. lellq, 
Seton Ball. 

IllllUSTI!J Aim TRADI • J', P. Schluter, Thenaoid; George I . :Batt, Jlu&an 
Brothera , llewark; !lam L. Derby, .&.eerican C7enaaid; .t.rtbur C, Dorrance, 
Cupbell Soup; 11. B. Gordon, lri&ht Aeronautical; George llercl<, llercl< & C.,... 
pa117; Col • .t.rtbnr l aleh , ldilon Induatriee; Richard l eU. Jr. , L. :Baabarcer • ...... ~~:. 

tiiS1lJU.ICI - John B. Hardin, llutllal BezwfU Life; Jolm L Cooner, J'ir.­
.-; J'ranl<lin D1 0l1er, Prudential; Paul B. Sa.ere , .A.eerican. 

lJJlOI! - Ron. John J. Toohey, Jr., State Co•iuionar of Labor; C. B. 
~. Brotherhood ot Railroad 'rrai11aen; John Green, llarine & Sh1pbu1ld1DC 
l orkere Indll.etrial Union; Louie llarciant1, State J'eder ation of Labor; ~ 
~. Hudlon Count7 Oantral Labor Union; Saauel L. Rothbard , C. l . O; Sal ~o, 
1 .. Jer117 Bu1141DC 'rradle Council; Oeorce o. IUller , :Brotherhood of Bail­
road 'rrai~~aen; J'redericlt Scholl, lew Jer117 llnildinc 'fradea Council. 

PUBLICI'l'Y- .&rtllllr J, Sinnott, lawark :1\'lllinc lewe; Leou.rd Dn;rf\!u, 
1hl1 ted .A.49ert111nc Corporation, l""ark; J .... lerne7 , 'rrenton 'fiM•• 

SPUIDS • .\. Harrx lloore and Harold (), Hoffaan, foraer ()onrnore of 
l ew Jereq; C"•nder Jdward llllberc, l eetfhld. 

I CIBII • lire, Patrick He!!l'l idaae , llaplewood; lire . B8!U'7 Q, :Barlthorn, 
llewark; lire. Olwald R. Carlander, llerchant'l'ille; lire, Stuar t Bendereon, 
Bic!c .. ood; lire. S&1111l I . ten l or, Newark, 

-H -
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'Pilhl1c1t7 41recton at Indiana collec .. and uni.Tara1t1ee ban been P"" 
1DC floe publici t7 to the De ten .. SaT1D&W Progru, • wr1 tee Stete .ldal.D.i ... 
trator 1111 R. s.ith. "Loud epeaker annOUD.cDenh, the 41etr1bution of 
Defeuu Bond circular•, &D.d piotur11 lib the enolond ban all helped•. 
!be picture referred to, ehown abaTe, waa taken r eoeutl7 in Qreeueaatla , 
and 1ncludee 11111 Jean Coolq of St, Louie, QY.een of the DePauw UD.1Terl1t7 
"Rome Colll.DC", &D.d football plqere George Crane of D~~.Tton, Ohio, Captain 
of the DePauw Tl.gere, and Warren Brown of Chiceco, etar balf• bacll: of the 
Butler UUiTer6itt team. 

• • • • • 
' .l.t the Vandlrbilt-Georgia tech pae 1D. llaahTI.lle , • write• Robert B. 
Rorele7, &eehtant to the 'l'1D.De11ae Deput7 J.dlll.D.ietrator, Jo Gibeon, Jr •• 
' 1 ~for the tune 'An7 Bonde 'focl.a7f ' to be pl..,.d on the public 
addre•• •t~tn Juet before the pae darted, •• Ilw'1D.C the gill& at u--
out periodl, the annoUD.oer Wild three or faur &D.D.OUD.OD&Dta Which I had 
lrltten about DafeD.ae Bondi aD.d St&~~pe, 'l'heD., u the pae waa OTer and 
the crowd etarted for the ex1 ta, the tune 'J.nT Bondi 'l'o~?' 11a1 pl..,.d 
acaio. The crowd eeeaed to get a ld.ok out of 1 t and •• ban heerd a great 
deal of favorable comment. , , lor the Vandlrbil~iocatoo cam•. I arranged 
tor one of our Defeuea Bond folder • or pamphlet• to be placed in each foot­
ball progru •old at the gaae.• 
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.U IMPLOTJ!! fBI i'ES A n Ill Ll'niB '1'0 III S BIIPW!P"' 

Below 
11 

the tull tnt of a letter a44reo .. d to all of tM 63 tllplor-
111 of the llotor Supply Comp&D7 of SavanDah, Geor«'-•• b7 W, O. 'l'bo~~poon, 
Preoident or th1l COIIPIUIT• 'l'hi• 1• printed here b&eauee the 11pirit of tho 
lettu 

1 1 1 0 
tine and becaule 11r. 'l'hOIIPIOn bao expreoeed eo well the thouehta 

which • • beUen have been in the mind• of JD&nY buoineoa ••n who thil ;rear 
ban ei thor si•en or bave planned to give their emplo;reee bonuo.. in Dete1111 

Bonde, 

•DeAr hank: Atteehed 11 a $35.00 Ull.l. tad Stat .. 

Detenoo Bond tor ;rou. 

""• ha•e decided to sake a preoont of one of theoe 
bonde to each memb er of our or«anisation, ae we thought 
1t would be eomethln& you would appreciate and think loti 
or eo a sift from uo. It you do not no• own one of theoe 
Defenoe Bonde , • • hope you will strive to accumulate more 
of them b;r oannc a part or your earnin&• and invnt1114 it 
in theoa Da!enoe Bondi. We feel that there ie no f iner 
wa;r for uo to abo• our patriotba in a time like thio than 
to 4epr1•e ouroelveo of oome of the pleaouraa we now eaJo;r 
and 1n•eot ing in a eauoe oo wor th)'. 

"Thlo little token 11 beinc stven to you in hope• that 
aa long ao ;rou are in our emplo;r, that at the and of eaoh 
year . you • 111 be able to look baolc and eee that ;you baTe 
accuaulated eoma little eomethin« for the future, We want 
every m~ber of our orsanication to go forward. 

•It the ;rounger one• in our orcantsation will look 
around et t hole who ban been with uo for a long ti•e , the;r 
wi ll ooe that thooe • bo have been tbrift;r and tried to 
aceuaulate eoaethin&, have eucceeded. We hope that ITer)' 

ae:ober or our orsantsation will be bettar and better off 
• • the r eare go b;r. 

"Let' • put forth our efforte towarde a goal which will 
moan eucceu oeeuri ty and ha i f 
and your fulliee. 1 

' PP nee a or each one of ;you 

• • • 
A QUO'UBLi quem: 

"San t or ;roureelt while ou 
fan1e Sarln«• Bonde ott 7 •••e the democratic wa;y of lifel D .. 
the de!enae ot hie coun:~y e•e~~ne 8 chance to take hie part in 
bulldinc your nation'• bo~beral •ld up )'our bond balance while 

--Prank c Rand 
Cow tt~e for \~r. s' Chairman of the Defanoe SaTin&• 

e tate o! New Uexico. 

- 16 -
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J . B. Oooce of lhH-•h hland, 11ear SaTaiiJIAh, Georcta, h ehowll 
abon u he b.,;i11e to die up a etroJIC box co11taiii1QC $600 111 ooiu wb1oh 
bed beell buried b&lle&th a p&Oall tree ill b1e 'baol< JV4 for two deoa4ee. oa 
tile ricllt he h 11ft1DC the box troa the crOWI4. Be later took 1i t o the 
Citheu A Souther11 IatioD&l. Balik ud purchued Defeue B011de. 

1I ban reall7 4Dc deep for tb1e 110118)'," &aid llr. 
Ocoee, wbo h &II e11Ci11Nr 011 the Seaboard Jliail~. 
1I would like to eee eYet7bo~ 111 tb1e 001111t17 do 
the eue. Thie 1a a t1•e whell eYe17 un ehould do 
hie part to help in the IatioD&l. Defnae Procr•· 1 

!UX .I!DUIIJ) DLPS BUT DD'IIISJ BOlD 

Andrew Dull:&, a 4rucciet ill Bridceport, Connecticut, recelltl7 receiYed 
an inccae tax rebate check for $4.40. Ut• pollderilll the •tter he eat 
down &lid wr~e to State .ldm~>­
iatrator Tboau s. Salt~ 

11e do IIOt tb1111k it 1e ript 
to take ao11e7 back froa the 
United Stat .. at thh tiae. 
So • e add a ohecl< for $95,60 
to u.lte it &II enn $100 for 
one Defenee S&Yi~~C& Bo11d. • 

U11deretand&'bl7 iiiJ)reued, .Adai~>-
iatrator S.ith arranced for tb1e UD­
utual purohue to 'be properl7 recorded. 
!t tile richt it the ece11e 111 11r. Dull:&'• 4ruc etore When tbe $raDe&Ot1oll wu 
foraa117 COIIJ)leted. Deput7 Collector of lllhrD&l. l!enDUe l!alph .A. Piccolo, 
(lett) halide the refUnd check a~~d llr. Dull:&' • p•eonal ohecl< to llr. Dab; 
Poataaeter Peter 11. Dan7 prepare• to recein the oheoke &Dd deliYer a $100 
llet&~~ee Bo11d. .U the u:tr•e r1cht, .llphewl 1111ter, Cbaira&D of the Defc .. 
Sa'riQCt Co.aittM for Br1d&eport 1ooke o11o (Of coune, llr. Dalaa 414 110t 
ll&Ye to PAT $100 for bit bo11d u he had ezpeoted. 'fhe 1 .. ue price of Sen•• 
lllolldt of ~b1• Ulla.i~~ation 1e $715. 00. ) 

- 1'7 -
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HJWWr WJ.eht.can tbro"'h lh ¥.t1a', tr•'!k Mdr!!t· bu NMQtJ.¥ ,.._ 
por\.cl tbat ;.,.17 oat of ih 400 citlteftl n011 bu an 1n.,.tt.nt. ia Drtteo.e 
SaYi..Qit Bond• or St•Jll• !he Cb&lber of co-t.rc• donated St.upe to tht 
r .. pertc:m. u.nablec to bt.~¥ \t.o 

.. J'OPOI"Wd 111 ..,...n .... IIIIlS um!!IIS, IIIWXBiiiP.I, ll&1no (~tJ.oa 
100) .,., S!!I!M'fll.l.l, ll! .. ooui (popolatJ.oa $) - ado oUI1lar ----·· ...,.. thtre otbU' t.OIIDI ill \be OAt~ sut .. e1c.h ba-.. 

eq'll&lhd tbt rtoord. o! thiN t.brMf 

ht totfa or eU.7 ld.ll be tht tirl't to NpOI"t lOO:C ot .U 
tuat.u .. enrolltd in • •r•t .... t.I.o p!.V'Ohu• pl.& - a loDd­
~ or a 3\.•p.&-'IMkf 

lt!ml or mp .\lJ!!!!)! •u. w ar IPP" IIIJIDS 

u c:hc UOO •all JLt. oe, • ooe oc. ot t'ftr7 tm-. ,oqA_.. 1A tbt 
Ualt·td St.at.• -oold la'twt. \be eatin ~ 1D UDi\44 stat. Det.ne• s... 
11'1• BoDd.t, rNtAl.U of .a u.Uarwldt poll 1'toe«ttl.7 •eM pubUc iad1cateo 

wuu. to ftttd, Cb'ioaao aam.daet.UI"er, bu 1Dtor..ct t.t. TNUWT Depart· 

• ct. tbt.t t.c thouund ~hJJ.d.,..o. btt. .. en tM ac•• ot •ll.ht and thS.Z.W.o. wre 
f.nclgcLed. 1n t bt poU OODIS~.~Ct.td. b7 bit orcclutioo with tt. coopn at.ioa of 
tht T. M. C. A. wl ot.ber arggpa apoaeor1nc •~r c•pe o Cb.i.lclreD troa 
t..US.u or all t.ac--. aroupe ..,.. Wlwltd 1A the poll. 

1hlnr...tin ptr c..t of U. llo,. &rid t-.at.r-e.Jcbt. per ceat ol \be cJ.I'l• t 
"~""' tiUr~...V.o por ·- ol all <UJAl'OQ Ia tbo poll oo1d Uoo7 
~ w .. , tbe t lOO 1a o.r .... !old.. ror\7-en.a p.r c•t. !au u.q 
~pat tt. .._., .to t.a. bilk, oo. per oeM. -.:tllld. btq top, ,,,... per eta&. 
WOIIld. parc:bue ol~bJ.Ac. am t • per Clllt 1JIINld tate •epecitl 1 ....... 

1!1! CIJt CAp D 1Wf'! cmp 

'II» lb1.cl •7 Cbotol.o& 0.. ~ u ... - - ·-···· • - 1 t ICIM '2 000 cuo oU'd wbicb wl.U . --.-- -. tbl d..-\rib\8. 00 0 
• • •4nrt1e• Dtt.aae SarlJw• ~..,. 1a _., 

~.1401eU.l.eto ~~~ OU' CU'dAi ~~the Dl.tT dhia,_d. ~ ll&ritl 

ceto:u-of ::.pl.:::· Ulo ~ tor \ll1o <olorllol llld attr..U" ~ Ia ""' 

t.bt \14 1a eatu.e4r ~14 :: ~~ o;_ 111clt7 ~ epODICII"~p, .,t 
\bo ~ ~ 1o loc!.oc \ or - •" sm..co. Ia a611tJ.oo, 
a~ tt. ), ..U~ 'llU •~or lA ~~,000011 6,SII -- pootoro (12 n. 

......._ -'t 01\lN Ulld t.~. 

• • • 
' IOU CAII'T BUT DI71NSI BOlDS Ill F"'"CI _ - ·-. , 

- - ,_, TOO STILL CAll Ill 1111'(1\ll• 

........ ri&Guotto 

- 18-
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PllSQI J t!tf 19 !emg !0 PAiflCJUTI(I 

•wcor4 !o!p aau• h u orp.Aiu.Uou ot abou.t. oae laulb.t ._ 1D 
tbt nort.d.a St.&tt PrhoD • ' Wtor4, ll.or14a, who ve au:lcru to btp t bet.r 
.tD4• alert a.a4 1D tou.cb. wUb CII&IT• Dt atta1r• u4 11bo ••r1 t eo .nra two 
boW'•' tr .. u .. NOb . .. k. The•• two hOI.U't .,., ute4 for ... u"'l a t Wb.lob 
•Utu41Zirl tpuken tallc oa 0\U'I"M\ u\loul M4 hhnaUooal probl­
.M tbto au•er quetlou 4ur1QJ aa opn. fora;.a per1o4. • 

nor14t State •dedDietqtor loha J., ru.. . ert'er&l •etkt ec:o &44rMtM 
lblt •t on a.1.1• OA the r.c ... S.Ylep J'r<tCNao hUori.Qc hh tal.k, u 
eu &p"IM \ha\ rrU7 ...ba- U.OU4 p:arobu• DefM.II ...... ~}7 M4 

Uft \hal \ be 'foftl Ball g~ • l:loG14 ctrrT 'he k'riDCt .Pl'ocn- \o \bit ~ 

Ure 1DtUtut.lOD. 

Tbt (ollowlec le\t.!f receo.\17 r ece1• e4 b7 A'-1a11tr&\or laht from 
~. loac U• 1--.h anA prtt14eDt of tbe ope forua orpA1.a\1oD 
1D41o.\tl \bt reaaUoZI to bh &44ret ll 

•.lltboacb .. M:t be .-oq tbe torcottn •D .,.,._, J 
-..t to .. tar• roo t~t eYttf'TOZII of u ...,. 1~ AMrlceu 
&114 • wl4 clM17 Cl•• ov u .... for U.. IJ'M\ ooutl'7 .. 
an ncb • • •11 pu1. ot, o o l e all t'Mlhe Wb&\ Ukrt7 
..au ... .. U'e 1D pi'UOa, bu.\ thaN U'l ailllooa of 
peOple 1D. lb.rop• \hat.. aUMv.ch tbe)> ar-• h'H (--.lQC 
DOt in priaon), haYe DO\ \ba libert7 \ba\ WI COD~C\t ba•• 
b.e:rt in tbt trD-1to4 St&\11, 1 bA"te l1n4 for T•N't 1D Ger ... 
-~ and know uaoU7 what Rerr B1 \111' &D4 bh INC are 
Ao1a, to a people tb&t •• once fUOtil.l for \U1r 0\llture. 
IN.Iio u4 eetnoe. 

' If tbelte h &IV'\b.S..Ac ov orp:iuUoo ou do to be.lp 
jlaet a UtUe, pleM• oall oa us u4 J un.r• )"'Q \bat .. 
9'111 be oral7 \oo MppJ' u4 prwA to 'be able to 6o OW' abN'e , 

1a bephc OUI' COIU\r7 -ta&\ 1\ l a &D4 wtlat 1\ will al~ 
be, a Go6oolo'ri.DC, trH laA4 of Ubert7 aa4 ~1~•· ' 

k\tr r norh 1D41ca\t tb&t a cr .. , U.Q" t .... h• of \hit io.a\l ta.UoG 
ue ~DC Detent e St e.pa rtfUlt.r17 and that the tot al nlu.e of t al•• h 
aurprLaLocl7 hi&~ 

tJ.!!oo ltW 7'P:9J!' ppps1 SJAHPI AJAI"NJ 

School ch114l"CD Ub \be ue allnlu for teD.oc.ut DrefN.• e Safta,p 
St.a~~pa. Voe\ poetofflc .. M•• aow r*=• i...S. a wpp)T of tbtee &1\uat to 
~pl ... •t. \bot -.pplJt ot c&H.t un&.llT proTIW foT' accuula\1nc Da.t11111 

Sa"t• St_,. ot tbe u.aJ.l .. \ 4.taoa1uUoao Bowt•n • &I \M prtllll\ 
-.,17 1• lhdh4, t.be7 ba.,. 'bttn aalte4 to Ci'" preterea.ce to t ehool 
ch114rn 1rl d1ttr1'bu\1ac th-. 

!be ••• &1-..e loolr: esactl7 llke tbt tl.'oul for • t.a~C~• of the h1chtT' 
'-o.t.uuoo u4 ba'tl pl&ce• for f1ftr t*D"ceDt. • tupt • 
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fbe M ezeeutt ... o and e11plo~e1 of the Southora .Auto•Uc lluaie C011pan7 of 
Lou1n1lle, Iontuoll;r r·1-Up0 to dhplq their Doten .. Bollll.a. fhe enUre 
.t.u.tou.t1c Phonocnph illdlla\17 h n01t IJ>CIICid in a Clllllpa1.CJI to ot11Nlah 
\be oalo of Defe111e Bonde and Sta.po 'both within the lndtla\17 and to tbe 
public. ll7 lo ... a'ber 9, aecor4111& to leadore of the indtlat17, "1:47 Bonde 
fodq71 will 'be fOIIIld 111 the tint pool t1on on praet1eall7 all of the 
300,000 anto•t1c phonog11phl in tho count17. 

U01'Bllll CL'IJB GOD 1~ 
1'011 DIJ'Db S.LVI lOS 

.All of the .a Habere of the Bald Bea~ 
od Club of St. Cloud, K111Deoota are 
'buTinc Dofonae Bonde and Staapo recu­
larl7. In the picture a'bOTe, club 
•••hero are 41ocuao111& the Defenae sa~-
1-c- Procraa. (The pletureo on the wall 
are of Bono~&r7 Kea'bero, Jrank •alker 
and Jaaeo A, Farle7.) 

li SKIS JOR BOJIDS! 

In the picture at the rlcht b J1 
the 1 !iorthwut -'11&1 • ' a OTe , •h Ol'bbono • an Indian guide 1n 
Belen Arnold ln fi~ COUIItr.r,tpreoento a •trill& of fi oh to Pootmiotreoo 
Uon .,.. recorded a te~.::. or a Dofenll Bond. Thlo WNeua.l tranoao­
lorthorl7 Poet Office 1 . .. _ -~o ln Ponaoeo , K1Meoota, •the aoet 

'--
II •uo u~ted Stateo•. 

·-···· .. 
-a:>-
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DIR£THil 1m OOAST GUARD TO Oi'ER.\ TE AS 
A FAR'!' OF nu; I ;.IVY 

~ virtuo of the ""thority veste<l in mo by section 1 

or the act of C<lft.lress approved Jruunry 28, 1915, )8 Stat . 800 

(U.s.C., title 14, sec . 1), as ar-onded ~ sections 5 and 6 ot 

tho act ot Jlll.Y ll, 1941, Public Low lao, 77th Concreas, lst 

Suoion, 1t is hereby dL-..eted t hat the Coast Guard ohall free 

t.hia date, until tu.rther orden, 098r&te &I & ):*rt ot the Navy, 

subject 1.0 the orders of the Sec ret..lr; of t.he navy. 

AU Cout. Guard personnel operating u a part of the 

ll•vy, oubjoct. to the ordurs of the Socretary or the Navy, 

j:Nrouant. t.o t.his order, shall, whilo so serving be subJect to 

tho laws enac ted for the govel'M<!nt of tho Navy: Provided. 

'that. in the initiation, prosecution, and completion or dis­

ciplinary action, including r«:dssion or lldtiglltion of punish-

menta tor any orrense ccxt:l.itted 11.1 a.ny oftictr or enll•t.ed man 

or tho Cout Guard, the Jurisdiction sh&U depend u.pon and be 

in accordance with the la><s and regulations or tho Do,.artcent 

havin& Jurbdtction or the penon of such ortonder at the 

varioua sta~ua of such action: Provided further, 'nlat. any 

punishnwnt. 1lnpost.<1 LLnd cxccutobd in accordance with Ole p~ 

Visions of t'Us parasraph shh.ll not oxcoed thot to which tho 

off• ndor 11as 1\.>bl> at t:>e tlmi> of the cor.ml.ssion or the 

oftenso. 
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NOTES COW.:Fl\IIINO THE FRANKLIN D. ROOSEVELT LIBRARY AT HYDE PARX, N. T. 

Presidential papers t hat have recentl;y been t raneterred to 
the Franlclln D. Roosevelt Libr&r)' includo tiles of &reetin;!s and 
invitations recetved by the President, together with copies ot 
replies, 19))-40; daily schedules ot appoint .. nta, lis t s of vial ­
tors , and travel itineraries, 19)3-40; letters of opinion re-
cei ved !'rOCI the public on various domestic and to.r eign polici es 
o.f the Adml.nietration, 1933-41; and letters received !'r0111 clera­
men in reply to the President's circular request of September 23, 
19)5, tor advice on problems of social legislation and unemploy­
ment. Other recently acquired manuscript material in~ludes 
correspondence or Urs. Frankli n D. Roosevelt, 19)4-37, and ! i leo 
of letters received by James A, Farley from leaders o! the Demo­
cr•tic Party during the campaiens of 1930, 19)?., and 19)6. The 
collection or printed mat erials on naval history has recently 
been supplemented by an additional ~1ft o! about 1,000 books 
!'rom the President . Pro&ress ha• been madP tn the work of 
arrancine the manuscripts and books , but they are not yet avail­
able for use. 

The Franklin D. Roosevelt Libr&r)' has been visited by 
ne&rl,y .)5,000 person• oince the liNSOWII portions of the building 
were opened to t.he public on Jul,.v 1. The e:~thibits are ! requentl;y 
changed and include occasional loan exhibito, ouch as a recent 
diopl-.y of drawings ~e tor the 1\"PA Index of Aloerican Design 
and a showing of a set of studies made by Olin Doors for his 
.urale in t he post office building at Hyde Park. 

NOV8.11bor 11 1941 
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11.sa Cbauncey 

!leg • • ~· 

IMN\el7 , \M -ip' ttf ,_ le\MJ" ..... Oe\e'-1' )0, 

191'1, ...U.uc pea- -tlaUoa r ... tu - .-.. 

o...-... 22, 191!1, .....,.., .. llal' u.w_.. eat ttt 

,.,. •tu• ..,tn uA ,._.. •-•h at \M rMeral 

leMrft liMit of ... TNI< ... U.. .... "' diM \lieN 

• ...-u ........ ,,..,...., 

• • lo. Y. laaD, n .. ,.,..,._,, 

hlw.l~ ,. .... . 

rMeral ...._ IMit of ... t-. 
w .. t on , ... t en . 

Fl1:1ap-ll/ 1/ 41 

0 0 
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lEP~T OJ STAS!l 

repl)' rotor to 
ollo 59 A Jl/bJ 

llovomber l, 1941 

!ly d ... r Hr o Bell: 

~.'1 t b re:erenea to recent co1·reapcndence concerning 

t ho propooe.lo vbicb t ~e 3rl ti~r Govol"llllent are ooaldng to 

tho Icol&ndic Govorncent ~th roopect t o Ictl&odlc-

Britltn floeal ~~lations, t cert lo quoted f or your 

1u1:oroo...at 1on t !"..e !oll~~ltao excerpt trom a me:or~duo 

dAted October ~1 . 1941 of a coaveraati on between a 

r opreoent ative of t he llrltlah 7::mbao•y and an of!len 

of t he Dopnrtment of State: 

"Under iu&tructlona f roo Atalatnnt Secretary 
lltrle I telephoned !'ro >o";rndbN> '•'!>Ito and told hlal 
t~~t In the view o! t ba Dopar tctnt of St ate tho 
p ro,oaala Yhlc u the li!r l tloh OoTtrl!lllont vero con. 
ol doriAg ~~a~ to tba Ictl&nilc Go'Oirna~nt vlth 
roopoet to Ic~l&nd1c-BrH1ob !loe:\1 relaU cno •-ere 
fair and roaaoaable and tbat w vollld advlat the 
Icolano.ic Go'OOrm:eat aecordincJ.yo lo"lth roopect, 
hcven r, to oub-:paragaph (!) Of hit &OcorMd""' 
n~bored II vhl et r ead• ao follovo : 

••Eia 

':'~ ::onomble 

Daniel o,; 0 Bell , 

Under Secretary of t i:e IJ:resaury. 
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111!11 l!.aJol\711 GoTel'DMDt acr'll to 
roli.Dqlliob control ot ltrou - otorllnc .. te 
pr onW that 1col..ancUc Gow n111111t acrooo to 
.ako aTailablo without 11D1t &D4 at prooont 
rate the Krone roqulrocl by Bio I!&Joot:r' o 
Oo.-rnment tor Br1t1oh torooo in I col&A4.' 

I ot at o4 tbat 1 violwcl to oboorn tbat tha 1co­
l&D41o 0o'fll'Dl!IUt aight ObJoOt OD tha Cl'OUJI4 that 
tharo wao an cpparent 1neonolltenc:r between tha 
Br 1t1oh 0oTernaent 1 e ottor to rolinquioh control 
ot tha 1Cronur-oterl1~~& rato &Del thair clooiro to 
ll&'fl tho Icol...O.i c Go'fOrDIIODt at;roo to lllllto UD-

1Wto4 kronur aTailable to tha Brltllh at the 
prooont rato . 1 aa1d that in fiT own porooD&l 
opiDlon. tha Department aight bo reluctant to 
prooo t ba Icol&D41c GoftrDMnt to acroo t o thlo 
polJlt , I 

S1Dcorol7 youro, 

lor the Secretary ot States 

(S1sno4) Dean J.ehooon 

Aooiotant Secretary 

Cop:r: los U /4/41 
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l'ROI!I 

TO t 

DA'I!E: 

170 . t 

CC:::i'ID..-:'.l'UL • !10'!' iOl! :>1111LIOA'!'I O!i 

AliE!'.ICJJ! E!::BASSY, :!UO DE JAliEUIO 

Socro t ecy of St a.to, \faohlncton 

november 1, 1941 , noon 

1!00' FOR Pm!LICA1'IOII 

It 1t nry pleuing to "'' to r8l>Ort that I han ,Juat 

'been in!o1'1:1e4 'b7 President Varga• thAt he hAl olt;De4 e 

decree l o.v "''"""'ting United Statee b•Jik• lnclllllillc, of 

couroo, liet1onal City Bank 'brenchoo in Brodl !rom t he 

l nv vblch mnkee 1t coeyulaoey for &ll !orelcn bV>Ico to 

llquideto by 1946 their busineee in Bra zil. 

CAFFERY 

32 

• 

Regraded Unclassified



. -' 
- ·· 

TREASURY DEPARTMENT 

INTKR.OI'?IC& COMMUNICATION 

~ghhro4 eterUJ>C tranoactlono ot tho reporting belllta wro a o follona 

SolA t o co.-rcial concern• 
Purchaoed !roa co-rcla l co ncorno 

£1} ,000 
£5,000 

Op.n marlcot ohrlin& w e quoted at 4.0}- l/2, and tharo wre no reported 

In Uow York, clooin& quotaUono !or tha !ore1p curronc1eo Uoto4 below 
a a tollon s .... 

Cana4l&n dollar 
uce.ntlno peoo (tree) 
llralllian aUreb (!reo) 
Coloabian peoo 
lie :dean p ooo 
UrugoaJ&n peoo (free) 
Vonosuelan bolhar 
Cluban pooo 

11-1/4~ 41ocount 
.2}78 
.0505 
·5775 
. 2070 
. 4625 
. 2580 
l{~j. 4loCOWit 

Thore voro no gold trano&ct1ono conouamoto4 b7 uo toAa7. 

No nov colA onppMnh were repor ted. 
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RES'IRICTDl 

~/2657-220 ; No. 534 II. I. D., II.D. ll:OO A.ll., November l , 1941 

SITUATION REPORT 

I . Eastern Theater. 

Ground: Fighting continuos on the central front . Russians 
ad.m.it that the Germans have reached Tula . 

On the southern tront the advance in the Dcnets 
Buin continues . Gerc.ans claim the capture of Chugu.yev and Sl.avyansk. 

Ger.oan advance in the Crimea has reached Dzhurun 
(Jl miles south of the Istbrus of Perekop). 

II . 1.'/estern Theater . 

Air: The R. A.. F. la•t night raided Bremen, Hamburg, and 
ports along the occupied French coa•t. There were i ndications that 
one of the heaviest daytime r aids on France was launched early yes­
terday morning. 

The British claim heavy damage against Axis shippin, 
off the Norwegian coast and the Frisi&n Islands last night. There 
is no report of Gerr.l&n O!"' rations in this theater. 

Ill. lliddle Eastern Theater. 

Air: The Rome radio reports British raids on Naples, Pal­
cere. and nearby in<bstrial areas. 

l!!:!!!!!!!!: There has been no unuaual ground activi ty reported 
recently. 

RESTRICTED 
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IRITIIM EIIUtiY, 

WAIMI MCTOM, D. C. 

November l st , 1941 . 

Deer ~r . Secretary , 

I enclose herein for 

ynur personal ond s ecret 1nCor~t1on 

e copy ~r the l atest report received 

fron London on the mil itary situat i on . 

Believe me , 

Deer ¥r . Secretary , 

Very sincerely yours , 

C>ni,UJ'Sl)le 
j,'o rgcm t hau , Jr . t 

ted States TreBsury, 
·;;gehJ ngton, D. c . 

II«~ 
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1. 11!!!1· Ull1ted uu .. n"• oUor oaun .. 111 oon•• 

attaotod b7 U-boat •·•· 30th 600 a11oo oaot ot Newtoua41 .. 4. 

~it teioo, ohe 1e proooodina t o harbour a t 7 tlloto. 

2 . 11l1hq. 

adaite ear l ?ut e1tuotto110 111 aroee ot ~o1ok-o1 ... t (botwoOD 

Rahn and l.!oooow) • 4 'i'ule ( 120 a1lee d ue ooutb ot Moeoow) . 

Ri 'I'&J' Don ln aroo NOrtheoet ot tOWD of : te11D. 

RootO'I' eootor, 1a0 obaa,.. 

Ortaea 1 Oer.oa .tYODoo into Or Jaoa i e oontJnuJn,. 

}. 8on1 Air loroo. UIIUod Un~ night ot 29th/30th 

Braot reco1Yed 21 t one H .~ •• 8ob1po1 aerotro.o 11 t one. D•J 

ot .30 \11 durtna o t'te11o1 Yo operaUono onr i orlhern FnDOo 

b001b1 dropped on roUe&¥ onololll&l'o and taotOPJ n•r llardelot. 

H1aM ot .30tlt/3l o t operaUone aan .. llod oortnc t o bad waa\her. 

4 . J&a.l!• 29tlt/)Oth ttn bour o eutatnod aUaolt oa 

Tr1pol1 (L) , 23 tone H.K. on ra11•&7 bu1141q&e, enJillo abod8 

•nd o141aaa. 
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BRITISH EMBASSY 

WASHINGTON, D.C. 

:':~t!SO: ':.L 
. .::> J r''~ ,., 

~ :::""t • cciv~ 

slt...t ~~·vn . 

:vn • \ .. l e 

'fl<'"\1'., , vl ' n: h'.l l t. .. "' • 1 

.. 
• • 

' ' .. . 
. ,, ·• 
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1. uni t ed statcu ~eutro¥ar Reuben J waee aecorttnc 

c~uvoy IL\r 56 t.orralloed anu aulllt b;r U boat. Gl 0 50 • 

Zl ':.7v Cu' t. &.t. .;)040/31 , 

z. Two ·~ llir at.taolta on Nortnbound coaot.al 

convo.- cau..cd baachina or orealt merabant.UI8Jl and one 

Ge~iua ala~ Br 1 t.1ab t.enk8r. 

3, Outward bound At.lant.io oon.o;r et.t.ac lted by 0 

boet.a . one abip mnlt, 

4 , sHaM dallies• t.o ll;r~nua U s bt.llouaa (Faroee) 

in alrcrar t. attack aidda;r 30\h, 

ll , On l Oth H.S. aubmarina 'l'bund8rboU allk a Caiqua 

8118 t or Creta, 

MlziT}..ttX 

6, Butaia 

have made alight. pr ot;reee aaa\ or Rinr VolkboT. Wo aoow 

l!ect.or, no cbanaa. Oen.n threat. \o Tllla baa 1noraa~. 

Roat.ov, no cball.aa. CriMe, Oennan mecbani•d torcae 

oTercaatna at.rona Rua81&D realet.enoe ban a dT&nced 

upprcXiwat al¥ balr way rrom Perekor to aabaatapol, 

S1t.uet.1on le eeriou a. 

7. Day 3l at.. H\lrrl c anee ol&lm b1 t. o on !iDlauo t.ra,._ 

t or:.;.er eta U on, 11 a:..all Taeael ott we at coa s t or 

..en.>arlt an- 1100 ton warch&Dt Toac.el oN ll'rlalan 1811111 de 

&. have - t>atroyecl three barges, also ?'-alt ehlp or r 

r .. .lr C'rl_,_•lod, 
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e. •1.-\ lleVln. A,pproa1ad•l¥ 1115 atro..n 

Mil\ U t'ollo• • ft ...... UO, llr II 1100 DIITIIIll'k 

u. lle&ld'ona auaoa4 atpp1J1C on lloi'W¥ y 

-had .,. . .. la ( 8 ot 30 000 aaob) \alllter Uld PlU 

ahip 'be1na tlU. IU' aleo obta1•4 on 4,000 •• 

Ml'<lllaa\ ott l'r1alan Ialallda. 

llo Hlp\ W\tl/10\b. 3h1pp1aa U\aea4 oft 

en'•· 3la\ L1oa\a ( nlo1J.¥) 4 \one II. Ji:. 

--- .. -· 39 
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P#.IIAPIIII/.51 OJ 'I'EU:OIWI IEIIY 

to 1 t.aer10aft Connle \o Cloaenl , .. ..,..1 , Clhlaa 

»~to4t Jo•ea-.r I, 1141, 1 •·•· 

lo . t tlf 

!bll rol~t•• \ o t~o Cona.J.a\o Cleaoral'• \olerr-a 

or Ootobor 11, t • ·•·, • · 14ft al\4 h hlop-a M. 41.1 

.. "' 'IIJ cnn.ack1q d t • · •· 4a\o& \b o eonnt .. atll of 

Oo\obor. 

Yhl1 llopar\aea\ bAI OOIIIUUM v1\b \bo froan17 

»epiU'\aeft\. Ae far •• oaa be foroeooa bJ \M YroanJT 

De~r\1111n\ tho IW.'b11ha\\o a loar41a aoUnUol woul& 

40 

no t bo Atfoo\o& a4Yeroolr bJ • aeca\1Yo 4oo11loa. Af\or 

eonel4trlftl tbo a'bo•o 1\atoaeat, r o•r rooa.aoD43\loa, · 

an4 \he oonnrroaoe \hero1a of \ha S.llaur, ro.r aUl_.. 

u ouU1no4 111 JOIU' roforonoo hlovu 11 ap'I)I'OYM br 

tho llopar\-a\ . 

Yblo \olo~ U oen\ h lll.toJ1111a1 m4 U ropea\M 

\o Cl!uck111C • 

• 
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Secret~zy of Sta te, 

:tnahington. 

396S, llovember 2, 10 n. m. 

» ... ted l!oft!:lber a. 19111 

l!.ec 1d 2:56 p.c. 

Accordint: to an interview i!iYOn to the '!>reca by Stnte 

Secretr>'Y Reinhardt of the Fi,..DDt ::bittry the t otal to.x revanuea 

ot t.!le ?.eich fr~" kJ ril through Sep tecber of thio ;au vert 15 

:')Olnt S billion r"~?.:s. Tbua tax revenue• lo the aecond qU&I'ter 

of thit fiacel yeer totehd s.6 billion .,..,.k. r.l co~ed vith 

7. 2 billion car~a in the firtt qup~ter. He aatineted t~t total 

t ex revenuea fo: the !iecal ye~ vill be a t le~at 32 billi on 

cnr'<t which io oo.,e·•hat above h1a r ecent eati.M te of 31 billion 

~:~r.rlta. l!e eau .... ted the to tel income of tile Reich during thio 

!11cA1 year includ~~g ta_~ea, admin1ctrat1ve feea war contribution• 

of the co~et r-ntr\cul~~ contribution• and coats of occu,~tion 

~t 45 ~1ll1on ~~let ea co~ed vith hit recent oeticate of core 

t~A 4o billion ~~~•· 

Atouoing tn...t the Reich conti nue• to borrow et the aa=e rate 

a o during tho firat four conthe of thit fitcal year (!here ia 

e>t >reGent a •he.r!> U!,>Wud trend obeervable) totcl borro,rtnga ;>lue 

' 
o t~.,,. 1nco::~a vould reMh 93 bi~.lion !J61':C:t during the present filcal 

year. ~nia doea not include indirect borrovinee auch •• increo.eea 

in :)orCW~,Y1 t clee.ring deb to and it don not re!)reaent to tel public 

4.1 

t nend1 turea ol.nce the t~a :.aid to '!)l'oYincial and locel gove=enta 

eat1::rto4 at 5 billion =rkt for l93S ert J>ot included .• 

i:OEIS 

• 
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Grace 
Tully: 

RHJr: 

T: 

!!J!Jr: 

T: 

fi}!Jr: 

~ . 

!ll!Jr: 

T: 

HMJr: 

T: 

l!l!Jr: 

T: 

!l!'.Jr: 

T: 

HY.Jr: 

T: 

f!I(Jr: 

T: 

'iY.Jr: 

Hello. 

llo'fember 3, 1941 
2:30 p.m. 

I Just want to r~port to you, and i ncidentally 
to the President - I'm in Waehington. 

Will you tell hie? 

Ye~, indeed. And I want to report to you thet 
it was "The Blithe Spirit.• 

(Laugha) Right again. 

Juet in case you're i nteraated, I saw it in the 
paper the next day. 

Yeah, you're always right. 

{Laughs) All right, Mr. Seoretar y. We' re coming 
down tonight and will be there in the morning, 
but I shall tell him you are in Washington today. 

Now. And would you ticklo his memory on Thursday 
morning? 

On Thursday morning. 

Yes. 

Right, sir, I Will. I'll let you L~ow tomorrow. 

How's the weather up there? 

Lovely today. 

'llell , I voted and then I tlew down. 

Good. 

Yeah. 

You should have atayed and voted otten. (Laughe) 

I didn't have time. 
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!!HJr: 

T: 

-

- 2 -

I aee. (Laughs) All right , tine, Mr. Secretary. 
I ' ll check with you t omorrow en the appointment. 

Thenl< you. 

Good. Good-bye. 

43 

Regraded Unclassified



TO 

"'0" 

TREASURY DEPARTMENT 

...... ._ ..... ,,1941 

..,.,. .. d will -• I thlmc, 70IU' iDcluiJ7 U to wba~ MterUla 

w eOIIl.d no~ .. ~ tairq t.ed1at.a deU'ft2'7 011. .&a J'OII wUl. 

DOW, tba ntuaticD baa ...,. eo cb&Dpd tlat 1\ require• t.1a n d 

ot 01'11 to pt ~ deUwriaa ar ~·4 q-uuao 

ot a conncllrabl.a Uat ot 1\ao. 'lhia ilm>1wo indetinita 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

November 1, 1941 

1:&.1.:0 W'iDt/1. TO MR. BARNARD: 

Your memorandum of October 28th requested that a list be 
furnished for the Secretary's information of important raw 
material items ~n which deliveries could not be obtained witn­
in a :1eek, 

All critical end strategic materials are subject t o allo­
cation or priority upon a showing of use that warrants such 
oete~inat 1on , accordingly deliveries are made in such quan­
t ities L~d at such times as availability of the particular com­
modity permits, for example, the l end-lease steel requi rements 
for Britain are requisitioned in the quantities needed and al­
locations have been made by OPM accordingly. In other cases, 
no•.1ever , such as aluminum, copller or zinc, tnere is difficulty 
in obtaining the quantity desired and allocations or priority 
rat ings are established for those quantities wnich can be fur­
nished. I t usually follows, however, that the Br itish, through 
consul tation with OPM, are informed as to those metals which 
are tight and proceed accordingly. Wi t hout allocation orders 
or ~riority ratings by OPM, there are numerous raw materials 
on 11.1ich deliveries could no t be obtained within seven days, and 
in some cases, not at all, for exampl e, copper. There is at­
leched to t nis memorandum a list of t he strategic and critical 
rail ll'l\terials. 

There are certain ra~ materials outside of the metals 
rou., .v .ich we have been buying in substantial quantities, such 

ar s~lpbur and phosphate rock, but they have been available in 
quantities in excess of t ne ability of requi sitioners to trans­
port and no allocation or priority is requi red. 

If further information ui red please advise, 
' 

'tr. IJ-~ Nov--
;o~li>r~~~~~ment 3 1!J4J 

') . 
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STIU.TEGIC &!lTERLlLS 

Antimony 
Chromium 
Coconut shell char 
L'anganese ferrograde 
Uanila f i ber 

Mercury 
lo!ica 
Nickel 
Quartz crystal 
Quinine 

CRITICAL 1lTERIALS 

Aluminum 
Asbestos 
Cor k 
Graphite 
::iC.e s 

Iodine 
Kapok 
Opium 
Optical gla ss 
Phenol 

Rubber 
Silk 
Tin 
Tungsten 

Platinum 
Tanning ~terials 
Tol uol 

· vanadium 
Wool 
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THE BRITISH SUPPLY COUNCIL IN NORTH AMERICA 

Tbe Bcmourable B•lllY llorgent.bau, Jr., 
Secretary ot the TreeiJII%7, 

Washingtcm, D. C. 

Deu llr. Secretarr: 

---···-~ .... 'nON 
WMN....,.._ O..C. 

IOTeaber J, l94l 

I acknowledge with thanl<a your letter of the 28th 
Ill tJ.ao, enclosing charts ahowins the apeed with which 
roqlll.sitiona on the Treasury Procu.r ... nt D1v1a1on are 
converted into effective orders on aupplies. 

Tbe improv .. ent during recent weeks in the elepsed 
time between date of olearanoe by O.P.Y. and Lend- Lease 
and the date order wu pleeed , since you tool< steps to 
speed up the mechanics of the oporation, is str11<1ng. It 
1o as gratitying to us aa 1 t 11110t be to you, and we have 
no doubt,fr om our various convere&tiona, that 1ou will 
not rest aatistied until still !'llrther illprovement i .s 
effected. 

We are greatly indebt..cl to you tor the personal 
interest you. have tel<on in this aa tter • 

.la su.ggested, I as aendina the charts to Sir Cl1 n 
Ba1l.lle11 tor bia peruaal. 

I ours very truly, 

llorril W. 

T 
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..:t:, 

THE BRITISH SUPPLY COUNCIL IN NORTH AMERICA 

Tho Honourable Henry llorgontht.u, Jr., 
Secretary of tho Treasury, 

llashingtcn , D. c. 

Dot.r llr. Secretary: 

.... -
~ .. - ll'llANKLJH 8TATtON 

WMH...-TCIM. D. C. 

llonaber 3, 1941 

I acknowledge rlth tha.nks yaur letter of tho 28th 
ultiao, enclos.ing charts ohowin& tho spood with abicb 
reqll1sit1ona on the TreaeUTT Prooureaont Division are 
conTorted into effective ordero on supplies . 

The improvement durin.g recent weoll:e in tho elapsed 
time between date of oloaranoo b)' O.P.!I. and Lend-Leaae 
and the date order was placed, o1nce )'Oil took steps to 
apood up tho mechanics of tho operation, is etr111:ing. It 
1e as gratif)'ing to us as i t 1111st be to )'OU, and we haYO 
no doubt,rro:; our various converaationa, th&t 70U will 
not rest aatisfiod until still turthor iaprovement is 

effected. 

lie ore groat!)' indeb ted to )'OU tor tho personal 
intaroat )'0\1 have taken in this uttar. 

All suggested, I aa aendin& tho charta to Sir Cll n 
ll&Ullou tor his perusal. 

I ours TOr)' trill)', 

T ·-
7 
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THE WHITE HOUSE 

WASHINGTON 

. -. 

11ovelllber S, 1941 

•·y dear l!r. Soc:-etary: 

The President on November Cirat aignad 

an ~cutive Crdcr entitled • lirecting the Coast 

Guard to Operate as a Part of the Navy" 1 aa 

reccc:o.oen<led by you . 

Very sincerely yours, 

48 

mif:Wm~ 
Secretary to tho Preeidont 

':'Ita Honorable 
!!le Secro tary of the Treasury, 
"':llshi!liton, D. C. 
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TH I: S I:CIUTARY 01' THI: NAVY 
WAe .... I NCSTON 

Jo••b•r 3, 1941 

M)' dear Mr. Seeret&r71 

I baYa )'OW' letter of October 30 relatt ... 
to tu eanoorehip matter and note your ~et1on 
tbAt the vbole ~~attn be taken "P at tu nllrl 
Qeet1ns of the Cab1net for recone1derat 1on. I aa 
clad to 1~ t hie ae1de an4 vill br1ns the aatter 
np at the next Cab1net aeet1nc. 

Tour• elncerel7, 

llonorabla Ba1117 Korcentball 
Secret&r7 of tu !reaaur7 
Yaehinston, D. c. 

.. 
49 / 

~· 

Regraded Unclassified



-.. 
so 

- - ,/ 

G:nalurp Jhpartment 

w42 

WL11 0 PX 5 4 DL XC 1~1 NOV 3 PM 5 10 
WESTLDSANQELES CAL ir 1 25P NOV 3 194 1 

HONORABL E HENRY WORGENTHAU JR 

SECRETARY Or TREASURY 

DEAR MR MORG ENTHAU SINCERELY APPRECIATE YOUR ASKI NG SHIRLEY TO APPEAR 

ON SPEC IAL TREASURY HOUR REGRET EXCEEDINGLY CANNOT ACCEPT AT THIS 

T I~ E r oR RE ASON EXPLAINED IN AIR WA IL LETTER rOLLOWINQ WOULD 8£ 

VERY HAPPY HOWEVER TO COOP ERATE LATER AS INDICATED IN 

LETTER KNOW YOU WILL UNDERSTAND AND APPREC IATE OU R POSI T ION ALL 

• OIN I N KINDES T REGARDS 

GERTRUDE ANO QEORQE TEMPLE 
508P -
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...... - - ./ - ~rwurp lhpartment 

1142 

IILI IO PX 54 DL XC 1~1 NOV 3 PM 5 I C 

WESTLDSANGELES CALl ' 125P HOY 3 1941 

HONORAILE HENRY MORCENTHAU ~R 

SECRETARY O' TREASURY 

DEAR MR MORQENTHAU SINCERELY APPRECI ATE YOUR ASKINQ SHIRLEY TO APPEAR 

ON SPECIAL TREASURY HOUR REGRET EXCEEDINGLY CANNOT ACCEPT AT THIS 

TIME '0R REASON EXPLAINED IN AIR MAIL LETTER rOLLOWINQ WOULD IE 

VtRY HAPPY HOWEVER TO COOPERATE LATER AS INDICATED IN 

LETTER XNOW YOU WILL UNDERSTAN D AND APPRECIATE OUR POSI TI ON ALL 

JOIN IN KINDEST REGARDS 

GERTRUDE AND QEORQE TEMPLE 
5081> -
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It• llaT 

Serloo • - Poot O!!lcoo • 1!2,836 
Sorloo • - !&aka 57.71!5 

Serlu • - To~al 100,51Jl 
Sorioa l - Be.nica 37,817 
Serloa 0 - B&Dka 211.420 

Total $349,818 

1/l."ITED STA'I'l-:s SAVINGS BOilllS 

Salu otnco llq 1, 1941, by IW>ntho 
On :Baale ot leiUe Prlc.e 

(In thouoando o! clolliU'o) 

JUlie J~ I J.u&u•~ 

• lio, 788 
61. 729 

• 50.558 
94.n7 

• lio, 725 
76,878 

102,517 145,274 ll7,6o3 
28,876 27,359 20,318 

183,134 169.498 127.685 

$314,527 $)112 ,132 $265,6o6 

s~~eabor 

• 38,117 
67.121 

105,241 
18,099 

108,987 

$232 .327 

O!!ico of th4 Soor otar)' of tb Treuur7, D1rla1on o! Reeearoh and StaUotlca. 

Oo~obor 

• 41 ,634 
51 , 250 

122,884 
22,963 

124.866 

$270,713 

Source : .U1 flcvroa ,... dopoalh v ith ~114 Treaauror o! tu Ulllted Statu on l\Ccount of aaloa of 

Ullltod Statu Sarl.Dp Bonde. 
Bote: l i cvr•• han been r ounded to noare at thouland and vill DOt noceaaar117 add to totala. 

I !o~ 

• 254.66o 
439. 1141 

694, 101 
155, 432 
925. 590 

$1 ,m,124 
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eo_.-.u .... ,.,_,., ~ klao Dv111c 
fiJ'O\ llul.uoo Dq of hp\•ber, Oc\ober, u4 Jlo,...ber, 19lll 

(Septe-r 2 , Oo\ober 1, Jlo .... ber 1) 
0.. llulo of x. .... h1oe 

(....,...,.h 1a \llloue...U of cl.olhro) 

klo1 
MoWI\ ~ 11114-

or E!!EHH ~-} 
I I Jlon aber I Oo\o'bu 

Jloyuber 1 Oo\o'bu kp\•'ber I o••r I n er 

I I Oolf)K I hP\etMr 

Serlo• I - Po e\ Off1oee • 1,017 • 1,li50 • 3.021 -· 433 - •1.571 
}.029 ].3!5 - hm - ___Ei 

Serle• I - lluts 1.750 

S.rlu I - !o'-1 2,767 4,479 6,11o6 - 1,712 - 1,927 
Serioo J - lluts 567 1,286 l ,U2 119 loll 

s.ri .. 0 - BuD 4. 2Ql 1.271 vno -!am £...lli 

!o\~ . ~~~~~ $!410~ ~~.~· -~ ·~ 

Offioo of \be S.oro\~1 of \be 'h'e......,, Dhloioa of Jeo~ah .acl. 1\•UoUoe, 

J'oroc \..- ~ Iaoreuo 
or lle!E!H! ~-l 

Jlo"nllllu I Oo\ o'Mr 
OYU I OYU 

I Oo\ o)tr I ""•b" 

- 29.~ - 52.0J' 
- 42,2 - JQ.i 

- JS. 2 - JO,l 

-~ ••• 
- 2 ~ 

-~ .;,1 

Jlonaber 3, 191ii. 

lowcol .U1 fipreo .ra cl.epooi\1 wi\lo \loa tr .. nrer of \be 17J>ihcl. It•'•• oa _...,..., ~ prooeeta of 

Mlo• of lllli\M 1~\ee a...uco Jollcl.o, 
lohl Jipr•• loan beaD roucl.ocl. \o aurae\ \loouu.acl. u4 will ao\ ucau~11J' acl.cl. \o \o\~e. 
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Poa\ ottloe 

1&\e 
Jod klee 

ler1ee I .... 1 .. 1 

.. iS .. # 191Q 

1 • 1,017 • 1,750 

Ulm.'ID IU!JS II.VII'OI JOIDI 

JI&1JT kJ.ee - ... T_Mr 19111 
On Jub o~ Iuu h loe 

( Ia Uoouu4a 0~ dollan) 

1&1111: Jod kl•• 

len•• r lerbe~ to\el 

• 567 • ~.201 • 6,,u 

M~1 .. of U. ...... ~ o~ U. trea.uT, :Dl.Tleba ot le....-oll uA 1\eUe\loe. 

All lollll lale• 

leriee I 1er1 .. r lerle•. 

• 2,767 • 567 • \.IDl 

I 

•• 
~I .&11 t~•• an Upclelh w1U. \lie tr- ot \boo 11111W 1\a\ee oa ..,_, ot :pn...U ot ealee et 

11111 \&4 1\e\" I& nap Joal.e . 
lobi rtpree llan "- ro1184ed. \o uane\ \bo'UIID4 uA will ao\ aeoeeear11T 11M \o \e\ele, 

l 
' 

fle\el 

• '·"' ' 
I 
) 

I 
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TO 

TREASURY DEPARTMENT 

I~" OI"'''CI COMMUNICATION 

55 

oAn November 3, 1941 

Secre t ary Morgenthau 

t essrs . Foley and Pehle 

At the opening of business on W.onaay November 3, 1941, 

tnere l'lere 2082 pending applications in the Foreign Funds 

Control. 

' 
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56 
TREASURY DEPARTMENT 

INTEft.()I'I'ICE COMMUNICATION CONFI DE:lTIAL 

DATI November 3, 1941 

.oo .. Hr. Hd 
Subject: The eae Situation, 

Week ending November 1, 1941. 

Summary 

(1) The Federal Reserve Board' s preliminary and confiden-
tial e stimate or the seasonally-adjusted index or industrial • 
"roduction tor Oct ober ia 162, as coopared With 161 (revised) 
tor September. The Board expects the i ndex to riae to about 
164 in November and about 167 in December. 

( 2) Basic commodity prioea last week shoved a further 
sli ght extension or the recover y from the mid-month decline. 
The BLS all-com.-nodl ty index in the previous week (ended 
Oct ober 25) dropned 0.5 poi nt to 91.2, largely due to lower 
prices tor tarm products and roods . This decline carried the 
index down to the level prevailing i n the week ended 
Septelllber 27. 

(3) The price control bi ll, as nov revised, provides no 
effective ceiling on farm prioea because of the sever al bases 
pel'tlltted. 

(4) After sagging gradually for 5 veeke , t he New York 
Timee index or business activity in the week ended October 25 
roae 0.5 point to 126.7. During the same week, Barr?n 's index 
ot businees activi t y vas unchanged at 139. 5 . 

(5) Steel tonnage scheduled tor production laet week 
reached a record hi gh at 99.9 percent or capacity. However, 
this high rate probably vas not attained, due to the err eots 
ot the short-lived coal strike. The shortage or steel sorap 
baa caused the Bethlehem Steel Corooration to close dovn 7 
open hearth rurnaoea with an annuai capacity or 750 ,000 t one ot steel. 

( 6) The gain 1n department store ealee over year-earlier 
levels narrowed considerably 1n October. In the week ended 
October 25, sales (doll ar totals) were only g percent above 
the corresponding week a year ago. 
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Further riae in 1D4uatrial production iadax 

!he rRB aeaaoDallJ-a4Juated iD4ex of induatrial pro4uo­
t1on for Ootobar ia expected to riae about 1 point to 162, 
aooord1ng to a pre11ainarr and oontidentia1 eat1aate of the 
Federal .ReaarYa Board. 'l'hU would be a new record high for 
the index, ainoe the rwriaad figgre for Sapt .. ber atande at 
161 ae coapered with l6o in Jul:r and .Ailgu at. !he alight 
further riae in the a4Juated iD4ex ie attributed to continued 
gain a in induatriea producing defenae aateriala, Vhioh vera 
partl7 offeet b7 deolinee in euoh induatriee aa aaautaoturad 
foode, liquor, paper aD4 coal • 

.t.otual induatrial output, before alloWing for .. aaoDal 
faotore, ia expected to abov a alight decline for Ootober, 
With the unadjuated index dropping l point to 166. fllia U 
expected to be follond b:r further lau-than-aaaeoDal daol1naa 
during the laat 2 aonthe of the :rear. .U a reault, the &4-
Juated rRB index u nov expected to riae to l~ 1n •oy•bar 
and 167 in Deo•ber. fhua, the l'ederal ReaerYe Board 1 a con­
fidential eatiaate of the oourae of the index of induatrial 
production, both a4Juated and unadjuated, for the latter part 
of the :rear nov ataD4a aa fol1ova: 

Bepteaber ],/ 
October lf. 
NoTeaber '2/ 
Deoeaber !/ 

Beaeonall:r 
a4Juatad 

Yaoklz buaineae indaxea et!!41 

Unadjusted 

After declining gra4-u:r for 5 veeka, the Rev York ~1aea 
index of bua1neaa aotirlt:r in the vaek eD4ed Ootober 25 roae 
0.5 point to 126.7. (Bee Chart 1, top aaction.) During the 
l&ae period, Jl&rron'l iD4tx of bUaineU actiTitJ, Which baa 
reoentl:r aade a aoaevhat atronger aho'lring than the ~iaee in­
dex, vae unchanged at 139·5· 

The principal factor in the aoderate riae in the tiaea 
index vae a leee than aeaaonal decline in aiaoellaneoue 
freight carloadinga froa the peak f!SUre reached in the 

Y Preliminar;r 
g( Confidential eatiaate 
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previoue week. "All other• frei.ght oarload1nga, on the other 
hand, dedl1Ded aoaeWhat aora than aeaeonallJ. It now appeara 
v1rt uallJ certain that the total of 923,000 care loaded in 
the week ended October 1!1 will atand u the high tor the 1ear. 
(Refer to Chart l, lower aeotion.) Thia ia nearlJ &o,OOO 
care below the peak anticipated eoae -ontha ago bJ the 
Int erstate Coaaeroe Ooaaiasion. Ae a result, tha 4anger ot 
a f r ei ght car ehortage now appeara to have been poatponed 
until well into 1942, although the deol11le in traffic troll 
t he tall peak 1s 11kelJ to be auoh leu abrupt than uaul. 

Soft oo&l production aboYt 1949 4etp1tt atrlk•• 

Freight oarload1nge probablJ ehond a rurtber deol11le 

58 

laat week, due in part to the atrike in the captiva ooal ainea 
ot the steel induatrJ, which wae terminated but not tinallJ 
settl ed before the end ot the week. Despite a atrike atteot1Ag 
moat or the bituminoue coal induatrJ last April and another 
ehort- lived strike in the captive ainea of the ateel 11lduatr1 
1n September, bituainoua coal production in the t1rat ~3 waeka 
ot 1941 1s eetiaated to have run about 11 percent above Jear­
earl1er level e. (Refer to Cb!rt 1, aiddle eeotion.) 

Industrial etooke ot eott coal on Septeaber 1, the lateet 
date tor Which 00111plete figures are available, had been bui.lt 
up to the equivalent ot 43 daye ooneumption. Stooke at ateel 
mille and bJ- produot coke ovene on the same date were equiva­
lent to 28 and 31 daye ooneuaption, reapeotivalJ. Neverthe­
l eaa, some ateel aill e, partioularlJ thoee of the u. S. Steel 
Corporat i on, were attected alaoat 1aaed1atelJ bJ the atrike. 

An inoreaee in eleotrio power production to near record 
l evel a in the week ended October 25 &lao contributed to the 
r iae 1n the New York Tiaea index. Honvar, under the provi­
eione ot an order ieaued by OPM near the end ot the week, a 
drastic out in electric power ooneuaption by large ooaaercial 
and industrial ooneuaera will go into ettaot bJ November 10 
in all or parte of 6 southeastern States, unlen he&TJ rai.na 
coeur before that date. f 

Although t he riae in autoaobile output baa been leaa 
than aeason&l, production oont1Dun to exp&Jld and laat nak 
ehowed a fur t her gain ot 1,000 unite to 93,000 -- the higheat 
point thus tar attained in 1942 model production. (Bee 
Chart 1, lower aeotion.) Thia figure, however, ia at1ll 
21 percent below the correaponding week 1n 1940. 
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s tr1iee and eorap shortage et1ll troubl1y atael 1a4ut17 

Although eteel tonnage eohedulecl tor Pl'OdaoUon laet 
week reeohed a new high at 99 . 9 peroent of oapaoU;r, aotaal 
pr oduction doubtless tell eoaewhat short of aohedule pr1no1-
pall7 due to the etrike at the oapt1ve ooal a1nea. (Rater 
to Chart 1 , middle eeotion,) Plante of the United Btatea 
Steel Corporation in the PittabUrgb and Youngetown area• ware 
f orced to ourtail operations due to a laok of beehive ooke, 
production of whioh was iaaediatel;r atteotecl b;r the ooal 
strike. Soae further loea i n output OOOUI'Z'ed at the IrYin 
and Homestead Worke of the Oarnegie-Illinoie Steel Corporation 
as a reeult ot othar labor trouble•. !he induetrT operating 
rate t or the Clli'Z'ent week ie eohedulecl at 98.2 peroent of 
capaoit;r. · 

The shortage of iron and steel eorap continue• to be a 
major conoern ot the eteel i nduetrT. During the week the 
pr esident ot the Bsthlehea Steel Corporation etated that the 
scr ap shortage had oaueed the ooapan;r to ol oee down 7 open 
hearth turnaoee, with a ooabined annual oapaoit;r of 750,000 
tons ot eteel. He further stat ed that no iaprov•ent 1n 
steel scrap cclleotions was 1n eigbt, 

Allocation erstea to replace prioritle• tor eteel 

Near the end ot the week 1t wae reported that SPAB had 
request ed the OPM to develop an allocation eyetea for all 
st eel produote t o graduall;r replace the priorities e;rstea 
now i n effect. It wae ind1oatecl that the priorit1ee s;retea 
has not provided an adequate check againet exceeelve inven­
tories. Arfl¥ and Navy offioiale ban report ed that deliver­
i es ot eteel tor defense purpoeee could not be aeeured throagh 
the priorities e;retea alone. 

'lhe Iron Age baa been polling aetal worlt1ng plants to 
det er.1ne the effect e of the prioritiee s:retea, and baa re­
ceived replies froa 1 ,500 ooapaniee. Of th1e nuaber, 4o3 
r eported eoae purtai laent in operation• due to pr1oritiee 
and 497 reported eoae shortage of eteel, 

BLS &11-oc .. odity i ndex lower 

The BLS all-ooaaod1t7 index in the week ended October 25 
dropped 0.5 point to 91.2, the level of a aonth ago. During 
the week the price indexes of tar. product• and wbolea&le foode 
declined reepeotivel;r b7 1 .7 and 0.9 poi nte. Theee deolinee 
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retleoted a drop 1Ja ~ l1YH~ ...-.,, &Ill l.pu ~•• 
tor aeau, oer.-1!1 f111l,a, &L4 •ecetUlea, .Pr1eea 1J1 &11 
other aajor oo-ocq,t7 .,.., • ._,. RUC111ell7 ataUoii&I'J, 

rhe BLS wboleaale priee in4ex of 24 ~&a1o Oaaaod1tiel 
inoreued o. 7 poiat 1a the week en4e4 OOtober 31. 'l'ld.a ia­
oreaee vae 4ue to the oontine4 r.OOYhy 1ll pr1o.. of foo4-
stutte froa the 111d--th deoUae~. !he pl'1oe iD4u: of 
12 toodetutfe 1nol'eaae4 1,4 pointe, V1th 110et of the 1'11e 
occurring in doael,ic product•, while ~ index of indUitl'1al 
material a vu unchanged. (See Chart 2, upper 1eoUon.) 

Cottonseed oil vae the only one of the 2S baeio co.aodl­
tlea to abov an appreciable decline. (Lover seotion of 
chart.) Margin requtreaente on oottonaee4-oil futures h&Ye 
been levered by the New York Produce Exobange, efteotiYe to­
day, to 10 percent ot Yalue, troa the preYioue 15 percent. 

Price control bill ProYidee no ett eotiYe 
oeiiiag on~arm prioe1 

The price control bill, •• reported out ot the House 
Banking and Cu~renoy Coaalttee on Noyeaber 1, proYidee that 
oo!lings shall pot be lapeled on prioee or tara products at 
lese than the highest price as determined on three bases: 
110 percent of parity, the aYerage price troa 1919 through 
1929, or the preyail1ng leYel on October 1. 

A ooaparieon ot present tara prioee tor aix leadlng 
farm produote With the prices deterllined on theee three 
b&eee 1e ahown in fable 1, With the prioee underlined on 
vhioh the oellinge woUld be baaed. It Will be noted that 
corn could riee 32.6 oenta a buabel further, wheat 43.2 oente, 
cotton 4.34 oenta a pound, and potatoee 46.5 oente a buabel . 
Wool, howeYer , would be at the ceiling leYel, aDd boge not 
tar below. In Yiew of the .. Yeral permitted oe111ng baeee 
it ia rather clearly eYident that the ~ill proYldea no et­
teot1Ye oe111ng on prices or tara produotl, particularly 
since the p&l'1 ty bash V1ll r1ee u ocate ot goode bought by 
tarmera lnoreaae. 

Crop loana at 100 percent of paritY oppo1ed 

Another dtYelopaent relating to agr~ultur&l legiala­
tion during the week Will an announoeaent by Secretary Wioll:ard 
that he vould oppoee the bill proYiding t or crop loane at · 
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100 percent of pari ty on t he five baei o tarm oropa. The 
Seoretary ' a opposition waa baaed on apprehension that a 
change in the 65 percent loan level, by ita etteot i n rai sing 
oorn prioea for liveetoolt reeding , would intertere with at­
torte to aeoure record production ot food-tor-detenae in 
19~2. He stated that the 65 percent loan program has tended 
to stabilize corn and other teed grain prioee at levels 
vhioh, on the basis ot preeent liveetoolt, poultry, and dairy 
prices, encourage greater production. 

1 Parity 1 prices continue to riae 

Parity prices vera increased as or mid-October to com­
pensate for a three-point rise in the index ot pri ces paid 
tor goods used tor farm living and for farm production. 
Prices received by farmers as of October 15 remained unchanged 
at the mi d-September level. Table 2 ehove vhioh prices in­
creased most during the month arid vhioh shoved the greatest 
declines. Decreases occurred principally i n grains and live­
stock. The largest individual increases vera reported for 
tobacco and for rioe. The table shows also the relative parity 
position of farm commodities as of Oct ober 15. 

Statue of cotton program 

Marketing quotas tor the 19~2 cotton crop, subJect to 
apuroval by growers, were announced last veek by the Department 
ot Agriculture. Marketing quotas for cotton are proclaimed 
in My year in which the eup1)ly reaches 107 peroent of 
•ncnnal1 , ae defined by lav. On August 1, 19~1 the supply 
wns 131 percent or •normal•. The growers' referendum on the 
ouotae vas fixed for December 13, and there ie no doubt that 
the required t,;o-thlrds vote ot approval Vill be given , since 
reJection would eliminate application of the Government loan 
program to the 1~2 cotton orop. 

Loans on cotton ot the 19~1 crop reported by t he Commodity 
Credit Corporation through October 25 amounted t o 316,000 
bales. At that time in 1940 loans had been made on approxi­
mately l,ooo , ooo bales or cotton. The tiguree do not repre­
sent the total quantity under loan, since loans made by in­
t erior lending agencies Whose reports have not yet been 
cleared through the Corporation are not i ncluded. 

Cotton prices on t he vhole are sufficiently above the 
schedule or Government loan rates to preclude a very large 
quantity's entering the loan program. A large proportion of 
that going under loan doubtless Vill consist of the lower 
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gra4 .. , owing to tbe UIIUnal.ly large peroenta,e ot in1'erior 
grad .. in tbe 1941 orop and tbe taot tb&t dUooUDta on th .. e 
gra4u i n the loan eobedule are noh leu tb&n ourrent 8&1'­
ket diaooUIIta. ro~ wheat, on the other b&Dd, tbe GoYeraaent 
loan rat .. are eo oloae to .arkat quotauona tb&t a aubatan­
t1al porti on ot 1941 wheat ia going Wider loan. !broup 
Ootober l.S tbe Oa..o<Uty Credit Corporation ba4 oleared 
loane on 259 , 000,000 buabela. 

Reoeaaion i n oonauaer buzing oontinuea 

The deollne in ooneuaer bU71Dg einoe earl7 Ootober, ae 
measured by departaent atore ealee, ie oontiraed by data t or 
the week ended Ootobtr 25. Balee by department atorea in 
that week (dollar to5ala) held at , the aoderate leYel ot the 
previous tvo veeke ( aee Chart }) and were only 7.8 percent 
hi gber than 1D the oorrupondlng week laat year. 81Doe re­
tail prioee baYe inoreaaed b7 approldaately tw1oe aa great 
a peroentace, tbe aotual Yoluae ot oon•-er purobaaee in 
departaent etoree ia running below that ot laat year. 

EY1denoe ot reduoed oonauaer buying ia alao eeen. in the 
ourrent liquor prioe var in lev York 01 t7, nidently broupt 
on by a eeYere talling ott in ealea Yoluae attar tbe preYioua 
buring epurt 1n antioipation ot the Ootober 1 1noreaee in 
exo1ee taxes , Preae reporta indioate tbat aoae retai1e!!i 
part1ou1arl7 1n oloth1ng linea, are atarting olearanoe ee 
earlier than u·aual in order to reduoe their atooka to more 
nearl7 normal leYela , 

lev order• lover 

Due largely to a 26 percent deol1ne in nev . eteel order• 
t o the loveet l eYela ot tbe J•&r, our index ot nev ordera 
dropped 10 peroent 1n tbe week ended Oot ober 25. (Bee 
Chart ~. ) Steel ordere tell to 85 peroent ot oapao1t7 troa 
115 peroent in the preY1oua week. Textile order• deolined 
moderately but were atill well aboYe month-earlier leYele. 
On the other band, ordarl tor produota other than eteel and 
textiles roee al1gbtlJ. 
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Table 1 

Preeent pr1oea on tarm produota and oe111ng 
pr1oaa ae determ1n.ed b7 the three baeee 
provided 1n the Pr1oe Control Bill 

GS 

Pr1oee on Ce111~ J2r1oes 
October 15 Bade 1 Bash 2 Basil 3 (110 per- (Average (Pr1oes on 

Collllllod1 t1 oent ot 1919-29) October 1 
pari tJ) !/l 

(Cents) (Cent a) (Cente) (Cents) -. 
~ 

per bu. 04. 9 

~ 
83. ! 67.f per bu. 91.0 127.6 93. per lb. 16. 55 2 

it 
17. o4 e, per bu. 67.2 106.4 65. 3 , per lb. 36.3 27. 8 
~ 

• 
, per 100 1bs. $10. 08 $10. 96 9 9 * 9 

Average ot pr1oe on September 15 and October 15. 

Un1 ted States Department ot Agriculture. 

' 
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66 
!ob1o 2 

ru. pro4110t pl'iooo, OotobOl" 15: porooat o!la~ 
frM hpt•bor 15, u4 porooa\ago of pui 'J y 

couo41'J 

Porooatago 
ohaDgoo 111 
pr1ooo re-
oo1Yo4 b7 
farsoro 011 
Ootobor 15 

troa 
8opt.-bor 15 

\1'oroe11t) 

+23.8 
+ 8.5 
+ 7.~ 
+ s.e 
+ 5.0 
+ ~.6 
+ 4.4 
+ 2.4 
+ 2.1 

0 
- o.8 
- 1.1 
- 1.8 
- 1.8 
- 1.8 
- 1.9 
- 2.1 
- 2.5 - s.o 

5.4 
- 5.6 

6.4 
- 8.3 
- 9.2 
- 10.5 
-11.~ 

Ooaaouv 

Xar71aD4 tobaooo 
OoUonooo4 
Voo1 
n~ouro4 tobaooo 
Boot oattlo 
1'oal oalYoo 
x..bo 
Hope 
IUlk ~ 
Chl.okoDO 
Hogo 
B'llttortat J1 
cotton 
1'urkor• 
R1oo 
Err• J/ 
Wheat 
CorD 
llroot potato•• 
Oato 
naxooo4 
BQgar booto 
Potatooo 
Poaouto 
.Apploo 
Buokwtl.oat 
Bar107 
BugarO&Do 
B,fo 
Bar 

Pl'iooo re­
oo1Yo4 b7 
fu.oro, ao 
poroontaro ot 
par1'J, 
Ootobor 15 

(Poroont) 

164 
164 

~;! 
128 
120 
119 
112 
109 
102 
101 
101 

~ 
il6 
114 
75 
n 
72 
71 
lo 
6§ 
67 

~ 
§I 
52 
51 

of J)a7a0Jit o. 
Bue4 011 ... 111lto4 &Yorago who1oealo pr1oo of all.k, &114 a1lk oqu1Ya­
lent prloo of butter aD4 butterfat. 
Ac1J110 te4 for OO&OOJial Yari&tlOD. 

Un1te4 Btatoo Dopara011t of jgr1oultlll'o. 
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TREASURY DEPARTMENT 

INTIEit OI'J'ICIE COMMUNICATION 

~ .. 
69 _.:... 

DATil November 3, 1941 

ro Seor~:~~~tbau 
•oow Mr. H7?-1\l 

During the week ended October 22, 1941, Work Projects 
Ad=1n1atra t1on employment increased !rom 1,64o , OOO to 1 ,044,000 
nereone. 

Attnchmento. 
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leek en41JII 
19.1 

April 2 
J.prll 9 
Apr11 16 
Aprll 23 
Aprll ,0 

Ka77 .. ,1. 
Ka721 
Ka7 2S 

June • 
June 11 
JWit 1S 
June 25 

Jlll7 2 
Jlll7 9 
JU17 16 
Jlll7 23 
Ju17 30 

Auguat 6 
Auguat 13 
Auguat 20 
Auguat 27 

llept .. btr J 
8epteaber 10 
llept .. ber 11 
8epteaber 2 

Ootober 1 
Ootober S 
Ootober 15 
Ootober 22 

Souroe: Work Pl"ojoota Aaa1D1atrat1oa 

. -. 

Iaber ot Worllon 
(Ia Uloaeaa411) 

1,"' 
1,6~ 1,ii! 1, 
1, 

1,m 
i:~ l. 
1, 

1,~ 
1,1123 
1,~10 
1,368 
1,172 
1,03Q 
1,016 
1,025 
1,036 

1,~1 
1,oll2 
1,~3 
1,()11.5 

1,~3 
1,037 
1,035 
1,033 

1,032 
l,OJ7 
1,~ 
1,~ 
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1939. 
JU17 
Auguet 
Septeaber 
October 
llonaber 
Deoeaber 

19110 
J&nU&rJ 
Februar7 
llaroh 
Apr1l 
Ka7 
June 
Jul7 
Auguet 
Septeaber 
October 
Honaber 
December 

1941 
Januar7 
Februar7 
llaroh 
Aprll 
Ka7 
June 
Jul7 
Augun 
Septeaber 

we.& I'RODOft ..UIIDA!IOI 
llllaber of 'lol'bN lllllplor_. - ._tlal, 

u.u ... , .... 

--· ·' ::...-. 

am.ber of Workero 
(Ill tboaoaa4o) 

2,200 
1,R2 
1, 790 
1,'}02 
2,02. 
2,152 

2,266 
2,32. 
2,288 
2,092 
1,2~ 
1,665 
1,701 
1,691 
1,70. 
1,779 
1,1121 
1,11711 

1,1195 
1,1167 
1, 7011 
1,'56o 
1,~ 
1,~ 
1,036 
1,~ 
1,033 

Souroe: Work ProJeota Aaalnietrat1oa 

Konth17 f1guree are weokl7 t1guree tor the 1ateet 
week ot the aonth. 

The7 1no1ude oert1t1e4 and nonoert1t1e4 workere • 

• 
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.j. 

~S 07 Plm!OLmll PROIJJCfS, SCII.&P DOll All) SCII.&P ftEEL 
.-:.... ? 3 

:!10!1 !I!! Ulll'fZil SUfiS !0 JJ.PA:J , RUSSU , SP4II, All) Onat BlliWI 
.AS Sl!OW BT DIP.&li1'UU PDMitS OJWifml 

PROWCTS 

Aviation Lubricat11>6 OU ... 
.Ul Other Lubricating 011 

' 3o•ooter••" , ouch ao Ioo­
Oc\ace, I1o-B:ezue, or 
l to•Pt:Dt&nt 

IROY AliD SCW S'li:EL 

1.'-"'b•or 1 Hta"7 Y.olting Scrap 

Other Scrop 

v .. lc aDded llon.ll or 1. 19)11 

aussu SP4II 

44 .8~ Bbh. 

1,62o !lbh. 

Office o! Y.orebant Ship Control, frta turY Department· 

QUU BRI'-411 

464,000 Bbll. 

5()l,lloo Bbh. 
767 ,6oo Bbh . 
65.ooo Bbll. 

29.050 Bblo. 

1,o:H !Oilo 

tee. 
HoTomber 3, 1941 . 

An1 ~terial from which by commercial d1ot i1lat1on there can be eeparated 
•oro than 3 porc ont o f aTiaUon aotor tual, b1d.roearbon or b1d.rocarbon 
oinuro- Preoidont'o HCW-ationo of July 26 . 1~. 
\Yiotion Goool ino. 
• defined in t ho Prooident 'o rt£Ulationo of J11l7 26, 19~· 
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i 

Treasury Departmeftt' · 
Division of Monetary Reeearch 

Date~''·_S, 1<11.1 19 

'l'o: !!iss Chauncey 

?4. 

I do not know ..nether the 
Secretary 1tisl.cs t.o continue too 
see these reports. He mAY prefer 
that you call his a~tention to 
to therr. only ~nee a mont.h or so. 

(Use your jud.oment; he hnd 
askod for them wee 1'ly when 111e 
~t.arted. ) 

-

I 

• 

Regraded Unclassified



TO 

aubJect: 

TREASURY DEPARTMENT 

INTI:II Of?ICI: COMMUNICATION 

Secretar)' Kcr81nthau 

11r. lb1te 

. .. 

~rta to Ruaeia, CliUaa, Bur .. , Japan, France and 
other blocked countrie a, a• reported to the 'freaw17 
Depe.rtllen t daring the week ending October 25, 19~1. 

1. Exports to Ruuia 

?5 

Exports to Rueda a• reported to the 'freaaur)' during the week 
ending October 25, 1941 aaounted to over t 5,6oo,ooo and included 
tubatantial ahipaent a ot war Mteriala, particularl)' a1litarr tanka 
and airplanes. (see ~pendu o. ) 

2, Export• to China and Bur .. 

Althougb exporte to Free China r eported during the week under 
re• le• i ncreaeed ae ooaapared with the previoua week, the)' were et1ll 
leu than e:r:porta to Occupied Oh1na, the r e apeot1ve !1gurea being 
8269, 000 and t 399,000. (See ~pendicea D and E, ) However, daring 
tbe week ending October 25, 19~1, export• to BurM .. ounted to over 
tllo;,ooo, ot which truoka accounted tor acre than 70 per cent, A 
large percentage ot the export• to Buraa are tor re- export to Free 
China, (See ~end1x F.) 

J, E:r:porh to Japan 

No exports to Japan were reported during the week under review, 
bu t tbe Japaueee a&1 be the ulUaate beneticiar1ea or woh ot the 
goode uported to Occupied Ohiaa. 

II, Exporh to rranoe 

Exports to France were negligible . during tbe week ending 
Oc\obe r 25, 1941. 

5· E:r:porte to other blook.ed oountriea 

ixporh to other b1ooked countr1ea are given 1n ~pen41x Ao 

• 
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,- / 

u. s. 8. R. 

Oocup1ed ClWia 

FNI Ohina 

Japan y 
BurN J/ 
•ranoe y 
Free rranoe 

Spain 

S•1herlan4 

swede.n 

French In4och1Da 

.. 
~ · -.. 

8tJIOUR! or UJIH» eufta 
DOIIE81'IO EXPORTS !0 8ELIXlft» ootnn'RIIIJ 
.U REPOR'l'ED '1'0 !liE !RUIJU"RI DEPA!IMII! 

J'!IOil JaP<Jt'l' D!OLAJI.l'1'I0118 RECEIVED 
DURUG 'l'IE PERIOD INDIO.lftD }:/ 

Jul7 28 to Ootober 25, 19•1 

(Ill thou.anch ot dollar• ) 

JulJ 28 
to w .. k en4e4 Week en4e4 

Oot. ll October 18 October 2:2 

• 29, 220 • 1,92 • • 5.623 

8,521 267 396 

ll,5~ 5 269 

1,864 5I 
J , 407 35 liOJ 

6 - 5I 
. • 4 -

1,572 6 81 

J.~J 20 5 

6,]02 79 108 

2.9 • 50 

·-~· ?6 

! o tal 
DoauUo ExPOrt• 

• J6, 767 

9,18. 

ll,819 

1,864 

3,845 

6 

1,669 

•.so8 
6,889 

J03 

Manr ot ~e ezport 4ec1aratioDe are r eceiTe4 with a lac ot eeTeral 
or aore . !beretore th11 oo8pilat1on 4oee not aoourate1r repreleDt 

actual lhiJIII'Dh ot a :s-rucular week, !be longer tbe period COT• 
ered the o1oeer will the11 t iguree co• to DepartMnt ot co-erce 
re"11t4 t1gure1, 

Jul7 28 - Aug\11t 23, 1941 - exportl ~ereatter l eu l;b&D tsoo. .lll 
aaterial wae lh1ppe4 prior to tree&1Dg order•• 

8epteaber ll - oc t ober 25, 1~1 - - 1t 11 pree11.111d that a large · 
~tr'O~D1ta111 ot aeterial l1et e4 here, oone1pe4 to 1!11~, 11 4eet1ne4 

~tud" both occupied an4 rree r ranoe lalrou~ week eD41Ag October 

w .. thaD tsoo. 

• 
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Export e rrom the u . 8. to Ohlna, Bur .. , Japan and u.e. e .R. ae reported to ~ 
rreaeury Depart .. nt, July 28, 19~1 -- October 25, 19~1 

( Thoueande or dollar•) y 

'J'otal To •• Ezporta J:xporh Export a 
controlled controlled to to to 

l!!!rta l!!!rta Dura& ll Ja;E!• u.s.a.~t .. 

Jul,- 211 - Aug. 2 934 542 395 1, 657 .... 523 
. Aug . ... - Aug. 9 2, 79 2, 794 - 1~~ §51 

Aug. 11 - Aug. 16 1,2711 969 309 16 
Aug. 11 - Aug. 23 1,351! 1,150 2 6 2,7~5 
Aug. 2~ - Aug. 3Q 736 35 1 - 1,0 3 
Sept, - sept, 6 197 

rU 
2011- - 4,210 

Sept, 8 - Sept, 13 ] , 038 ~ 2,2111 ~ 5·~~ Sept. 15 - Sept. 20 3·~~ y ],822 y -
8ept,22 - Sept, 27 352 110 m 2,333 
Sept, 2l - Oct. 4 1,30J 80 1,2ji 6,~i Oct. - Oot. 11 5, II ~~~ 5.3 1 , 157 
Oct, 13 - Oct. 18 ~Ii 26§ J~ 1, 22 
Oot. 20 - Oot. 25 --122. 5.~J -

total 23.581 9,646 13,935 2, 728 1,864 37,115 

!I tbeae t1gurea are 1n part tebn troa oop1ea or eh1pp1ng llalliteata, 

y r1F re e tor e:q~orh to Free 
pre.u.ed to be deat1ned ror 

Obiaa duri ng tbeae weeka 
rree Oh1na. 

1nol. ude eJ!Porte to Rangooa whioh are 

Jl It 1a pre aamed 1ha t a large percentage or exports to Burae are dut1ned tor J'ree Oh1na, 

fre aaarr bipartient, bhu1on or ilonetarr Ruearoh: NoTeabir j, 1941 

•• 

• ... 
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Appendix C 

Principal Exports rrom u.s. to U.s.s.R., aa 
reported to the Tre&aur,' Department during the 

week ending October 25 , 1941 

{Thousands or dollars) 

rol'AL EXPORTS 

Principal Itemat 
~1litary tanka and parts 
Landplanea, powered 
~otor trucks , buaaea, and cbaaaia 
~ol,bdenite concentrate 
Tiree and tubes 
Barbed wire 
Anti- knock compounds 
Aviation gasoline 
Metallic containers {druma) 

Truauey Departllient, Division or l!onetary ResearCh 

2, ;6; 
780 
759 
292 

ffl 
121 
u; 
104 

r • . 

?8 

Nov. 3, 1941 

Regraded Unclassified



~pendix D 

Pr1no1pal. Exporta t'rom u. s . to Free China, aa 
reported to the Treasury Department during the 

week ending Ootober 25, 194J. 

(Thousands ot dollara) 

TOTAL EXPORTS TO FREB CHINA $ 269 

Pr1no1pal. Item.a: 
Printed matter (bank notea) 24:S 
Copper wire 17 
Other iron and steel manu1'aoturea 6 
.Uroratt parte and aeeeaaoriea 2 
Booka 1 

_ .. 79 

fi'eaii\U'"f Dipartilent, bivlaion or Vonetary ResearCh Uov. 3, 194J. 

Regraded Unclassified



AppendiJt B 

Principal Exports !rom u.s. to Occ'Qpied China, 
u reported to the Treaau.ry Department during 

tne week ending October25, 1941 

(Tho'Qaanda or dollara) 

rorAL EXPORTS TO OCCUPIED CHINA 

Principal Itema: 
Leaf tobaooo 
~ed1oinal preparations 
Leather 
Wrapping paper 
Lumber 
Raw cotton 
Quebracho extract 

ll'roasury Departiilent, Dlv!aion of Monetary Reaearoh 

- ·· 80 

$ }99 

Regraded Unclassified



Appendix P 

Pr1no1pal Exports tram u.s. to Burma, as reported 
to the Trea&Ul7 Department durinS the week endinS 

October 25, 1941 

( Tbousanda ot dollar a) . 

'l'O'I'.AL EXPORTS $ 304 

Pr1no1pal Itema: 
Truoke 289 
.Urport l1gbtin8 equip111eat 43 
Printing 1nk 33 
Evaporated milk 11 
I>Jnudte 11 

81 

Treaoury Departlilint, blvls!on of ionetary ResearCh Nov. 3. 1941 

Regraded Unclassified
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' . TREASURY DEPARTMENT --· 82 

INTKR.OI"'''CK COiolloiUN ICATION 

TO Secretary Wor,enthau 

Wr. Boll ST RICTLY CON FI DEN TI AL 
Official oal•• of JT!t!ob-ornod dollar ooeur!t!oo under the veot!n& order 

•ffoet!YO february 19, 1940• 

C.:t. 27 
28 
29 
30 
~1 

r:e.,. 1 

Sales fro':l 
?ob.22,1940 to 
Oet . 25, 1941 

rotd 
hb. 22 , 1!'40 to 
lJov. l, 1~11 

llo. of S11Ar11 
Sol4 

30 
300 
Nil 
Nil 
700 
ll!l 

1 , 030 

9,822 ,101- 1/2 

9 . 823 ,131-!LL 

$ Proeoodo of 
Sh&reo Sol4 

2,624 
14,595 

Nil 
Nil 

n.ne 
11!1 

28 , 335 

280,913 .802 

280, 942. 137 

lfoainal Value t Proeeedo of 
of Bondo Sold Bonde Sold 

1~,000 16,771 
Nil ll!l 
Nil !Ill 

5,000 :1,195 
5,000 3,221 

Nil Nil 
23,000 23~18? 

45,378.016 37, 270,072 

45,401,016 37,293,259 

• 
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TREASURY DEPARTMENT 

I~P'I"'CE COMMUNICATION 

TO Secretory Morpnt h&u 

""'" Mr. Boll ST RI CTLY CONFIDENTIAL 
Official ealoo of Br1tioh·ovne4 4o1lar oecur!t!eo under the ••otin& or4er 

effect!•• february 19 , 194o: 

Oe-t. 27 
2S 
2'1 
}0 
~1 

lioY. 1 

Salu from 
Pob.22 .1 'lbo to 
Oct . ?.~ . l'lhl 

$ oroceecb ot 
Sharoo Sold 

2,624 
14.595 
!111 
1111 

11,116 
J11 

28.335 

280 , '!13.802 

$ Proceedo of 
Bonde Sold 

16,171 
J11 
!IU 
}.195 
}.221 
1111 

2},187 

}7.270 ,072 

!l'otal 

19,395 
14,595 
111 
},195 

14.}}7 
111 

51.522 

}18,1S},S74 

Toto1 
!'ob.22,19bo to 
•••• 1, l'lbl 280,942,137 }18 ,2)5 .}96 318, 235.396 

$ l)roeee4a of non-.-~ ate4 aecur1tlee aol4 
Oct.~,l~hl to Oct.25,1941 

$ oroceeda of aoo-•eate4 aecuritlea sold 
Sept.1,19)9 t o Oet,lS,1941 

5QO,OOO 

235.1!00,000 

$ tlroeetcle or aon-•eeted aeC'Ul'ltiee eol4 
~t.1,193P to Oet . 25,1941 2 'J6. }00, 000 2J6. ;,?0,000 

q Unite oold froa Aus. 18, 1941 to No•. 1, 1941 for 
11 Sharoo Stook D1T1dond oo14 Aug, 18, 1941 to No•. 1, 1941 for 

5~ .772 Rigbto oo1d fro• July 24, 1941 to NoT. 1, 1941 Cor 

n=,rm.?96 
* 42 
$ 12} 

$102 ,853 

Regraded Unclassified
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BRITISH AIR C OMMISSION 

-

17815 MA.SSACHU811TT8 AVaHUK 

WASHINGTON. D. C. 

,,it;b the eo::splilllents of :iir Henry Self, 
who ohe~oses weekl,y Stata...,nt t;o . ,u., 
rtth refe::."enee to a irers.ft flight delivery 
tt..l at t.ove!Jbel" J , 1'141 

the Houoraole Henry :lorgontlvo.u, Jr . 
Secretary of ohe Tr easury 
\.ruohin,;ton, D. C • 

Nove:nber ;. , 1941 

- .. 84 

Regraded Unclassified
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iiOI'!lma 1. 121,1 

L!!jj,j!()IIS 9!' OC!:A:liC FLI~ ll!iL!Viilg 4l!!CIWI -- ll:ijtii!J R!jPOjtT 110. 24 

1. ;.l?C 
20 1D U.K. 

,-r • 1 an t LitZ:Y,!O?S 
a Six diYtrt.d B- 24'a 

or~ Coo~raet. i-5068 
6 1D Serviet 

(b) 

(o) 

:..!blraeor I ott Cotltr&et F·6Tl 
19 1D o.x. 
,.la~ Albuq-•t rqua, Y. Is!. 
20 

liberator II off Contract F-677 
16 1D u.x. 

S en rauw U.K. 
1 at fiander 

17 at. loiont.real 
1 en I"''Ilt.e ~:ontreel 
) at. :>.tro1:. 
l ' ' ~;ht -!el~ 
~ a t .C -:.:.'q'.Jtr~t, ·: . 1: , 
S e::t rout.ot b-a.:i :.a :..O!JrO Sescll 

:: •~ t~ : ea.c!J 
~a':. Z&:t J:Oe~ 
1:. 

~ ··::~;·· ·: :.;:.; lU:l ji 
17; !"l-.} . • 
;- a t C.Wrt. (l!'&-!.n!n;) 

.:. •~ ··on! real en t"'''!~e De~rt 
2 at. !..on!.real 
2 at :U:ta:U (!"or Npd:s~ 
1 a!. !.on. !each 
E !"or t: .S.! •. \.: . 
~4:!1!ar1:~~1o~ ?ro-r~ E · -

J.. HtlpSW III LClttQ !jAF{;i 
208 1A U. l . 

8 at llootrtal 
1 at La~ 1!e1d, !1. t. 

20 ~or O. S..l.A.C. 
Fa.!l!ar!:at1oo Pro~ 

....1 a~ l.o"i ltac!l 
2)8 ... 

' • 1;4I A:I'iA$ 
78 in u.r.. 

9 1o SiD&oPO"* 
18 1n lsUotral!a 
1 at Conder 
1 oo rout.e Vander 
9 at Jart:Joutll 
2 1..1 -or..uia 

2l a":. Zlhat.et.h tit;, ~1 . c . 
G a~ Ptncaeol a, ?1~ . 

m (J!.vtrted t.o "J .s, !:a'f7) 

• !:z~:U!L"= ~ ..... •hleh c::ra.e!!.ed 
t!~r ltav!.o& t.tw :!lt~.O St-.s.t.ots . 
- ZX::::Jdi."'ll :.!.:;.e -::;.!.:h en~­
~wo 1.:: tht C::IJ.t-41~ S::.::i~r:, three 
i'l ,._,, ;:t, , .":~ ~oa; en :"Qt.!':4 ':i .:: . 

::·.·!·3· : -17 ~z... :.;.:. .: :..!; .::. 1:".:.!1o:1 ·; .~ .... ~:'1 :t: .;a!~ina. ~o~al 

.: -~):&! ~ 6 19 : 6 17.) 4:~ n 52:) ·- ~=- ~· -.r. . 5 s 
..<\:. ·- 1 2 ·- =-=~~· .tS:~·-
- ... . :--=.!: •• :e •-
" :":""' 9 9 - . -. , ; - :-. ·.c--~!; - :"::.;.!& 2 2 -
- : ~:!~ ~ .. , .. .. .. - 2l 2l • ·; t ... .. 
?':;.:.:-::,.?:a. • • :!,·e:--:.-.~ t4 o.s . .:.:~v:-. 6 6 
~-•=-t '':. J"&.!.:1 ~ 'Q,; I ;7 ';,7 ... ..: .. :o-.;.-:.e ~t.~ l 
L::'\C.:,. l7 2 z <7 - :'!l.!':t ':):"ll.rta,! l l --

l.~>.la. :-... ': ;"!t:l!, :·. ! . . 
' :t':.:-:!: :; • ' 'i:-!,::.: 7!•:l! l l 

J.:h;-.:.tr ;: .. t, ~: . '· ' 2 :; 
:-:._-~w, :&..:. . 2 2 
'.:' . S.J..l. : . 1~1a:!u!!X£ 6 2~ 2!. 
Z':: ~';of, :"t~-~- " :-. Z4£~ s 5 
:~~ !ea~ j,C :2 
Sa.: :'~·:~ -- .;. 

·- e -- 422• 
.. ':; .. _ ·-- -- 7"' ._ 

• 
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.. ._ ... '-' 
,..., - .. a t hlp nut .. "' ,_ ..... "' 

....... Jl, ltlll l• IU., & )1/Cl) nc..,,.. tw 11r w-
,,... • ..., "' • __ ............... ltlll, _.... 

• II ...... , .. !14 ..... & .... [[ Wlft fll tM ....... 3

' IIJ 

... • .rn.. "' • ftftda "' .. a r Mr.U., ,..,,,, 

te U. ..... I&J&I t'e ---· ..._ '-& .._ _. .. 

tM .,."*..._...,no ,,.. u. -.w ...... ,....,., ftla­

,,._. "' .. Jalull . 

1 51 111ete ....-..u. ... w-ea=" tetM4 &a 

,._ letw ... ••,. .--,.. , .... ,,,.., • w...-"' 
._,13 ,, &a __ , .... u. ... , ....... .,."*neaL ftla-

,,...., 
... call· 

( Signet' D. t . ,.,, 

.... ,, ...... "' ... Ia •· .......... 
.,,, usea... 

• · - :~ . ) Po J, 
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.............. .... 
.. 1 a ~ ........ a a ! .... 

,., 9 • -u.u ........ , 

I .. sP• 'fill' 1• ... a--· 
rt a a' ...... _ =·· .. a • 'a •• ~ 2• 

.. , , , a •• ....._ ..... _ .._ _. ._ .... ,... , ., 
•C a -- -- ., ... no 

1a ru- •• 7 sn• nw-. r st ur .-. tt 
_._ ... dtess 2 .......... , t tt?td! n 

,. - tt c • ., .. 1o a? "It "r ... 1e "a 7 1 

.. 111 -CCotllt•s 111 -rll fa a • 1 le •s•IU?iti?9 ... S lrtt? 

...,. te a ' "r Ia 1 ?5" "r _. ts , 1 "•• _. te 

.S r "t?- tlliUIIIIII.._ --.. T Sa? I a? _. .. 

" a •• c taS&taiiiU. 

(D IIlJA ... ~d 
l IUS 9 o..., 

-
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,ifl 

rr · so 

I a '· ... 

lro - a JIIJ .......... 
IIUl,_IIII!Air ...... 1111 I ' ....... as r .. WI!' 1 f6 

............. a1 a ct .......... ···-· at a aalary of $1800 

.,r onnua !>&Jablo froa the Stab1lhat1on J'u.Dd. othct1vo llonmbn 1, 1941. 

'a salt 

ActiDf 

NOV 8 19ot1 

( litlled) D; ~ •. B~ 

iiMaW; JW& ' 

Regraded Unclassified
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NOV 8 1941 

• 0' .... 

---· • II •I ... --· J Aldlll ___ ...... 

- ssw• --•• •=••1------

• 

(SIGNED) CHARLES S. BELL 

Ao\UII ' IF W 'm ·-

91. 
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. . 92 
TREA.SURY DEPARTMENT 

l~lt.OI'YICIE COMMUNICATION 

" 
TO Soc rotary Morcontbau 

• 
,_ Kr. Dittrich CONFIDENTIAL 

Reglotered oterliog traooactiono of the report ioc banko we re ao followo : 

Sold to commercial coocorno 
Purcbaasd fro~ commercial conceroe 

£ 63,000 
£31,000 

Open oorko~ otorling held otoa4T at ~-03-1/2, and thoro ~ere oo reportod 
trAAIICtlODI. 

~hi CarwilaA dollar , which dlepla,yo:l. a wau t ondonc,y towar.i the ~nd of lao~ 
veu, !q>ro .. d t o clooe at 11~ diocount t oday. ! bo tinal quotation laot Saturday 
... 11-1/~'-

Tho Voneouolao boliY&r moYed ott anot her JO pointe to a final quotat i on of 
.2550-

In Uow Tort, cloelng quotat ion• for t ho foreign curroncloo lloted below wore 
ao follova: 

Arsentine pooo {free) 
Brazilian mi\reio {!roo) 
Colombian pe oo 
l<oxicao pooo 
u~ peoo {tru) 
Cuban pooo 

.2380 
.0505 
·5175 
.2070 
.4025 
1/sf. dltcount 

<hi ie~eral Rooorve B&Wt of liew Tort purchaooci 100,000 S""dlth kronor in 
· ov York b7 order of ud tor account of tho Central .s...;c of tl:.o 1lrngua,yaD !!opubllc. 
7ht <rocor wore boUiht at , 2JS5-l/2. 

lio oold ~20.000,000 iD gold to t ho Svioo liatlonal l'ank, which wao added to 
Ito •arur:.C4!d account • 

.. o cow cold tlli*£011oata ver e reported, 

In London, opot and forward oi lver wtrt &4Aio flztd at 2J- l /2d, oqu1Yaltat 
to 4c.6u. 

';'he Tr oaour,y 1o purchaoo price ! or foro1cn o1lnr ""' unchanged t.t 35~· l!alldT 
&lid ~· • oottltaont price tor tor eicn t 1lnr vto alto uacban&od a t 34-J/~4. 

Regraded Unclassified
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on. r eclenl lleMrw llaalt'• repon of Oohl>er 29, lloU-c 4epollh ot-... 
ia .t.aia wHh &be IIW Yorlr: apDClll of .r.,...,,, Milko , obow4 tlat ~Mil 4epoolh 
to~lecl $60,119,000, u iDore&~e of $1,721,000 llaao Ootol>er 22, .Uoo reporh4 
voN .. lec\tcl u ... troa tbl o\atnl8t of tbl Yolo:oblaa lpoalo llaalt'o low Yorlr: 
.I«•DCJ, vbioll ronolecl tblt .., lDCr ... o ot $1,bll9,000 la .r..,....,, 1114 J~aMmuotu 
b&Dl< dlpallto wao oocOIIplllle4 bt a 41011ao of $1,547,000 ill u. a. !re&nr7 blllo, 
••••rclal poper, oto. bllcl bt tho .Aceaet tor aooov.at of noh bake. 

CO NFlDENTIAL 

Regraded Unclassified
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A·::> 3::!C'lET 

• • 

-~. 

8RIT18H lMUIIY, 

WASHI NCTON, D. C. 

llovember 3rd, 1941 , 

:>oar ;·r . Secr etary, 

~ enc lose here i n fo r your 

~or,onol and secret information a 

of t hG latest r epor t received 

rr~ ·ondon on the cilitary situation. 

. ·or "'On"-ho.u , 

Believe ce , 

Dear r:r. Sect•etary , 

v,r y sincerely yours , 

£ . J. C~J. terc 
.rr . , (For H. L: . Ambo.6$ador) 

·~<l 3tnt~s Treasury, 

!n·ton, :>, C. 

I 

,. 

' 

Regraded Unclassified
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• ''? b 1· lHl· 

1* sr, 

N111SI£l• !uetlt. 

P1nl!JJ9 e Pinna hno Mdo p i"Ofp'il .. oort tw .. t 

ot IAko OMga, Lontn_.:1'-.d and )'oaoa~r aeotCII"a t no oh~, 

' or-.. wut c:-e now 1-odlot.l:r thraatenJ.n;: ':'u.la , Kurek 

coc~or 1 :l"'l'r.IAn.l have GdYanoad anel"::otloall:r , Dooeta 

bc~lru ~31"'.:\a%l preaauro S.. oont1Duino:; . l'toa tOYr 1:o ohanee, 

r~-.o&t 'J er::~an &evanoo 1e oont1JN I.f\:; , 

.. -· :!ot!l A1£ Pont· Netel" ooe h lta olata.d oe 

a· . t :>•1n.;: n1:;ht ot October 31 • llovo:obw 1 total now t.t 

oi'C . .ant o .11pa 1nolud1ne lleiohontell 7800 to.- which eht p 

· :~ \>y ooa,l o te aalvo or bo:11b1 , plua ono 7, 000 ton tanker 

n·ul ono l 'lak oh1l> all'eady eent1oned , Five othor r:oi"Ohant 

s'•1"o o: 'IG.r10'.a tonn&!:O attoolcod , raaulte unolJsttM'adJ 

sov~ral al\lpe cr.&oh 1nogunned . 

:> , :.a&)lt or Octobel" 3 1 • Jlon "!bor 1 , F.IIZ:Ibw'g rooetYad 

:; ~ ~:u or !\1""'1 ox~lootvo , S~n 27 l.ona , r>.m1<1rk Z7 tona 

an.. ~.aloi:DII 10 toaa , 

4. Da,::ru:;:.t ::oYe!\be1' 11 neaurCII"t &1.1"0..tt clalJ:a 

•or~1~~ tanker Al~k oloaa 18 1000 tona tn Ua?al 11oa, 

l ··~era ottaolced to.rceta 1n nort'!"oorn P't'tlllOO 1DDluJllntl 

t&O~OI"1oo , ~coda t rains , two '"ordlan 0 1l pa &na w1re1oaa 

aLatlon , Dlonbolzla bo!:lboel IAnnlon coroelro::>a , 

" ' !i1cht or rrovctber 1/21 &?proJtl.r.ultely 176, nclnl:r 

~ roll 1~, nreat 17 , 

o. 
t •~ uoaet or tho 'n1tad '11' 1n.,S<ll'l, acat•.,.ro.t boa' arc1\Di ' haah• 

ll'O , ort >l aloe , ccnsl~ill"ablo d_, ~<> art or t"-

>rn1aea or ·'lOll • l"ey 1 llfiS ~r1J por t , 
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RF.STIUCTED 

~/2657~20; No. S)S II.I.D,, W.D. ll:OO A.ll. , November ), 1941 

SITUATION REPORT 

1 . Eastern Theater . 

GroWld: There is no change in the situation at Leningrad 
and lloscow. Freezing tell!peratures on the lloscow front indicate a 
renewal of military operations. 

The German advance is continuing in the Donets 
Basin, The Germans have captured the c:api tal of the Crimea, Sill>­
teropol (90 miles south ot Perekop), and appear to be continuing a 
rapid advance on Sevastopol and Kerch. 

n 0 Western Theater. 

Air: Bad weather forced a lull in the air offensive 
against Geriiiiiny last night, atter a big R.A.F. week-end, which in­
eluded the bombing of the Kiel naval base, Aroerican-built Hudson 
bombers, however, scouted coastal waters tor Axis shipping and 
scored hits on two vessels off the Dutch and llorwegian coasts, and 
bombed a fish oil factory in Norway. 

The Luftwaffe was said by Germany to have carried 
out a succeseful raid on Great Yamouth last night. 

III. lliddle Eastern Theater, 

Air: German bombers broke up concentrations ot Bri tiah 
1:10tor vehifus at Sollum, whila Italian planes yesterdO¥ bo!rl>ed 
llalta. The Brit ish again raided Benghazi, according to an Italla.n 
report, while London claimed heavy dllJD&8e in a Saturday morning 
attack on Naples and Palermo. 

RES'IRICTED 

• 

Regraded Unclassified



GROUP UEETING 

?resent: 

H.::.Jr: 

; aston : 

::.:'.Jr: 

4sto:~ : 

:ast on : 

loo!r . Kuhn 
Mr. Buffington 
Mr . Viner 
Llr. Blough 
1!r . Barnard 
J.:r . iohi te 
Mr. Tho101pson 
llr. Schwarz 
Mr. ).{orris 
Mr. Gaston 
l!r. Haas 
l:r. Foley 
1!rs. Klotz 

Uovecber 4, 1941 
11:15 a .m. 

Herbert, I got some sort of word that Coast 
Guard wants to do something formally . ':lhat is 
that? 

Oh, \'/aesche would just like to come over and 
pay his respects in view of his separation from 
the Treasury. 

I s there any hurry a bout that? 

There is no hurry about i t . 

\'.'ell, give me a little time and let's see how 
we get alone; . 

97 

Yes , sir . I haven't anything. So far as 
1\'aesche is concer ned and as far as we are concerned, 
we are to let things go e.long as nearly as 
possible as they were before, in so far as 
our co=unication with the Coast Guard on things 
that we have to co=unioate rd. th then on, the 

(_ 
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Ji .L:.Jr: 

Gaston: 

~ .}.! . Jr: 

Foley: 

H.U.Jr: 

Foley: 

li .!.:.Jr: 

Foley: 

H.l!.Jr: 

?oley: 

- 2 -

matter of shipping regulat ions , I wrote a 
letter to the Secretary of the Navy asking 
their cooperation in the enforcement of the 
anchorage rules, ainoe they have no authority 
now to enforce them except on request of the 
Secretary of the Treasury. 

I wrote a letter signed as Acting Secretary, 
asking them to give that cooperation, There 
is a bill pending lilich will give them that 
authority but it has not yet passed, 

Well1 . I will tallc to you about this later. 
.lnyt.b.ing else, Herbert? 

I think that is all, 

Edward? 

Here are same pictures of the Customs Guard 
out at Honolulu, Young, if you wanted to look 
at them. 

Sure, 

There he is , The crime is re-enacted here, 
This is the way he wes standing and this is 
the Army officer who pushed him when he tried 
to ~et thro~h. This is the Army officer and 
he ~s examin~g the Army officer's box there 
and these two men were people who were wi tnessea . 

I see , 

Then at the request of the Army officer, he 
searched him and the Army officer hit him on 
the jaw, 

Yea . 

This shows him going back. His hat here is 
falling between his feet as a result of the 
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Gaston: 

Fole1: 

B.ll.Jr: 

Foley: 

llorria: 

H.l.!. Jr : 

Kuhn: 

H,J.I, Jr : 

Kuhn: 

B.l.l, Jr: 

- 3-

blow. flam_ he dzo• hh gun and ahot hill. The 
action tor change ot 1'tDue and alao the other 
actian tor a continuance both ha•e been denied. 

There waa a 110tian tor change of nnhe too 
that was aleo denied? 

That 1a right. The cue bee been ut do'IIZl for 
t .rial the dq alter the witneu that we located 
up in VencoUTer will arrhe in Hanolului

1
;:ich 

will be the 13th or l,th, The7 are cal 
in this aoming at halt past ell1'en to gi1'1 
ua ecae further particulara, 

I haTe a memorandua here from John Pehle on 
hie inTutigw.tian of CCJIIIIodi tT tuturu under 
the general licen11 and it you would like to 
talk to us about it we can cc:ae in. In the 
meantime I might gin you thh to read. 

No, you hang on to it, !nything else? 

Tl». t 1a all. 

Nothing. 

Ferdie, I will do the bo7. I can' t gin 7ou 
&117 tiae, It will be ICIII time tOIIlorrow. I 
just don't know. 

It wan 1 t take long. Harold GN1'1s h at a 
buqet 111eting and uked •• t o e:rplain to TOU 
whJ he wam' t here, 

llben will he be back? 

I imagine it will take until lunch time &JI11!&7• 

Well, tun I don't want to 111 Callahan at a 
quarter of twelTe on Bmdix. 
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Kuhn: 

UI.Jr : 

Kuhn: 

H.ll.Jr: 

Viner: 

Barnard: 

H.ll.Jr: 

I han nothi.Dg. 

I han aelda been eo a.ng17 about an~ 
in 11J3 uta aa I aa about Bmdix. I will 
put 7ou on notice • 

.About 1Dat'l 

Well! I will tell JOU at 2:00. It 1a a 
DOTe experience for ••. When 7ou cCIIle 
in, I want a liat of the direotora and 
the ottioera of Bendix at 2:00. Bu.a will 
giTe 70u that. 

Jake? 

Nothing. 

Nothing. 

Will 7ou be reaq at three? 
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Barnard: 

H.!l. Jr: 

B&rnard: 

H.J.!.Jr: 

Barnard: 

H.li.Jr: 

Haas: 

H.J.I.Jr: 

Haas: 

H.Y.Jr: 

White: 

H.ll.Jr: 

Schwarz: 

Gaston: 

Schwan: 

- 5 -

Tea, air. 

Bow long do you thiDlt that will take? Ia 
an hour and a halt enough tiae? 

Bow zch? 

J.n hour and a half. 

Yea. 

George? 

I have got ao111ethillg you can aee, but Dan 
and I would lib to tallc t o you. 

Do you want to ata7 behind a lllinute? 

Yea. 

All right. 

Rarey? 

The Russian Charge d'Affaires called up and 
wanted to aee ae yesterday morning. He 
had some further questions to ask, and I 
alao had a011ething to S&f that I think would 
interest you, and you •Y want to do sou­
thing about it. 

Wel l , I &Ill seeing you later tod&f. 

Chick? 

Marshall Field would like a letter in con­
nection with his new paper. They are canT&aa­
ing the President and the Cabinet. 

He asked Frank Wilson for a letter, and I 
told him by no means. 

It ia the usual thing. Probably they will 
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H.U. Jr: 

Sollwarz: 

H.ll. Jr: 

Whlte: 

H.II.Jr: 

Schwarz: 

~!fington : 

H.ll. Jr : 

Buffington: 

H.!.I.Jr: 

Fole1: 

H.Y.Jr: 

Klotz: 

H.li.Jr: 

Klotz : 

H.li. Jr: 

,·jf.; 

- 6 -

~t so• others and then coM back, but we 
will sit tight. That is all. 

He didn ' t aake me a good offer , did he? 

I suggested that. 

Do JIOU suppose - what 1a the nllllle of this lii&Jl 
that is assisting Wallace now? 

Kilo Perkins. 

Does be get paid for that Saturd&f Enning 
Post testiaonr, do fOU suppose? 

I should think so. The7 pa7 for all that. 

~e have distributed approxim&telf twentr­
six and a halt million "Know Tour Tax" 
folder a . 

Good. 
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And we haven't 7et gotten into the larger 
corporations like the steel compaDJ, but 
we have the plans laid for General Electric 
and the steel cOIIp&nf and other corporations. 

Did the banks send it out in their statmunt? 

Yea, I got it in mine. 

Did we get one? 

I haven't opened mf bank statement 7et. 

How about mine? 

()r fOUl'So 

You haven't? 
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Klotz: 

Thompson: 

Foley: 

Schwarz: 

Gaston: 

Buffington: 

H.II.Jr: 

Buffington: 

H.W. Jr: 

Buffington: 

H.II. Jr: 

Kuhn: 

H.li.Jr: 

Kuhn: 

H.J.(.Jr: 

Buff'ineton: 

Thompson: 

- 7 -

No. 

It was in mine . 

It was in mine . 

I got one . 

I never see ~ bank statement, so I don' t 
know. 

New York and Chicago did a particular ly 
good job of distribution. The7 distr i buted 
to eveey bank in their locall cy, in the 
diatrict. 

Aeything else? 

No, that is all. 

Well, you will need some more won't you? 

Yea, I am having five mil lion more printed 
right away. 

Ferdie, coul d I get a little up-to-date 
report on the copies of ~ Boston speech, 
how ~ han gone out and to whom and all 
that? 

SUreq. llail is still oolling in in response 
to it. 

Get me a little report. 

How III&DJ', and to who11? 

That is r ight. 

That is all. 

)lr , llcReynolds is seeing it he can get the 
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H.Jl.Jr: 

Thompson: 

H.ll.Jr : 

'l'ho~:~pson : 

Foley: 

H.ll.Jr: 

'l'ho!llpson: 

H.ll.Jr: 

Thompson: 

H.ll.Jr: 

Ge.aton: 

•t.i: 
·~ w 

- 8 -

.Utoruq General to clear that order for 
the FBI to do the defenae iDYeatigatiTe 
110rk. 

Mr. Hoover doesn't want to do it. 

Mao was l'&ther ehooked to find he had taken 
that poeition. 

Hie poeition ie, he would like us to do it, 
and wheneTer we run into a eubTereiTe matter, 
juet tUl'n it oTer to hla, and he will do it, 
but he ears he doe an' t want to do til. other 
inveetlgatlng. He 1e vef7 definite about 
it . 

It puts Mac on the epot, beoau1e the aeeting 
in hie office was just the other -.y. !be 
ittorner General'• office aaid the.Y wanted 
to take it over, ao he vote a a1111orandua 
to the Preeident telling him that. 

We wi ll aek the ittoruer Genel'&l next time. 

Well, that is wh.Y I had a conference with 
Mr. Hoover, beoauee I thought I would make 
progrees faster. 

Well, on the eubTeraiTe aide, Mr. HooTer's 
lien are etarting in, and I have auigned a 
room to thea to do thei r lnterTiewing. 

That went through? 

That ie all right, r ea. 

Now, how abwt the two thoueand oaaee that 
were held up b7 the judge who 1e now a 
district judge? What is hh name? 

llcGuin? So far u we know none of th1111 -
I don't think ther were heiA up bT Mat llcGuire 
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H.Jl. Jr: 

Guton: 

H.J.!. Jr: 

Ge.aton: 

Thompson: 

H.ll. Jr: 

- 9 -

at all . I think the7 were held up b7 
Hoonr 'a oti'ice. 

No, HooTer sa7s he has got a recor d of su 
requests on it that he made, to get a 
clearance . 

He cleared a hundred and thirty- two. 

I can onl,y sa7 what he said, th.at Kat 
llcGuire held it up, and that he has at 
least six times asked the ittorne7 General. 

I assume the7 are still holding up to see 
what the decision is going to be on this 
continuing o! the investigations. 

We have got nothing further on that. 

ill right. 
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BID41% 1T1atloa Corporatioa 
South BID4, ID41ua 

Offices at: 
SO Rockefeller Plasa, New York, N.Y. 
Bendix, New Jerae7 

President: Vincent Bendix 
Vice Prea.-Finance: E. R. Palmer 
Vice Prea.- Group Executive & Foreign 

Operations: Charles Karcua 
Vice Pres .-Group Execut ive: David o. Thomas 
Vice Pree. : M. P. Ferguson 
Vice Pres . : R. P. Lansing 
Vice Pree. : w. L. McGratn 
SecretarT: H. A. Gossner 
Treasurer: E. R. Palmer, V. P. 
Comptroller: w. B. Houghton 

• 

Director of Public Relations: Herbert L. Sherlock 
Directors : 

Vincent Bendix, Chairman 
A. c. Ander son, Comptroller , General Motors 

Corp., Detroit, Mich. 
H. B. Baker, Pres., Blue Ridge Corporat ion, 

New York, N.Y. 
E. R. Breech; Vice Pres. , General Motors 

Corp., Detroit, Mich. 
Paul H. Davis, Pres., Paul B. Davia & Co. , 

Chicago, Ill. 
s. G. Down, Vice Pres. , \':eatinghouse .llr 

Brake Co. , Pittsburgh, Pa. 
Charles Marcus 
w. L. llcGrath 
C. 0. lliniger, Electric Auto-Lite Compa~, 

Toledo, Ohio 
E. R. Palmer, South Bend 
D. 0. Thomas, South Bend 
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~\'li. 

Bendix Aviation Corporation-Export Division, 
SO Rockefeller Plaza, New York, N.Y. 

General Vanager: H. s. Telch 
Sales Manager: P. E. Voaa 

Divis ions: 

Bendix Products Division 
Eclipse Aviation Division 
Julien p, Friez & Sons Division 
Pioneer Instrument Division 
Scintilla Magneto Division 

Subsidiaries 

Bendix Aviation, Ltd. 
Bendix Radio Corp . 
F.ydraulic Brake Companf 
Peco Manufacturing Corp . 

Affilia tea 
Bendix-Westinghouse Automotive Air Brake Co. 
Jaeger Watch Companf 
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TREASURY DEPARTMENT 

INTE'R OFl'ICE' COMMUNICATION 

OATil Nonmber 4, 1941 

To Secreta17 Korgenthau 

-· Mr. Kuhn 

Copies of your Boston speech have now gone to 
the following: 

To holders of Defense Savings Bonde • • • • • • • • 
To heads of women's clubs • • • • • • • • • • 
To college professors and other membera of learned 
societies • • • • • • • • . • • • • • . • • • 

In addition the following copies have been 
distributed on direct request by organizations 
or individuals: 

By Miss Elliott• a Division of OPiCS • . • 
Bt Mrs. Forbush's office and others in 
t e Treasury . . . . . . . . . . . . . 

. • 

The total number of copies distributed 80 far is. 

Our mailing room has specific requests in writing 
tor all the copies distributed by OPi CS. 

• 

2, 200,000 
25,000 

16,488 

1, 182,664 

67,619 

3,491,766 

Attached is a memorandum from Mrs . Kuhn giving details 
of the distr ibution to women's clubs . 

Att. 
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TREASURY DEPARTMENT 

WASHINGTON 

lfoftllbor 4 , 1941 

UomoraodWil to: THE SECRET.t.RY 

Fromo lira. Kuhn 

On Sopt.Dber 24th we sent out twonty- l'i ~• tbouS&Dd 
co;ol .. ot' tho p&lllpblet 0 Tho Fi&ht A&*Jnot Int'latlon• with 
the attaohed co~rin~; lett.r to pruldonto ot lndhidual 
cluba atfillat.d wl th the General federation of w.,.,..n, a 
clubs. 

Roqueoto for additional pamphlet& haft 
thoao olub preaidenta in forty-oix otatoa. 
ber of additional ooplea wll.loh we han unt 
to theoe requests Ia 22, 918 &a of today . 

COIN in from 
Tho total nlll!l­
O\.lt in answer 

I attach also a dlgeat of tome ot tho moot lntorooting 
roplloa we received from these 1ndlvldllt.l olub prooldonto. 
They are otill coDing in. 

The whole experiment ahowa. it ••••• eo .. , th•t wo-.u 
aro becODlng rapidly aware ot' tho threat of lnt'lation because 
they 100 tY'Il>tono of It aroi!Dd tho= In their daily lloeo. 
Alao, that they are ea'er to do wh.at•-..er ta necessary to a.Tert 
thh ovll. 
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Dt!\t"' Club r~..~.w : 

TREASU R Y D EPART MENT 

WASHINGTON 

• 

Sopto111ber 24, 
1941 

The pa~phlet which I aa oendl ns o~ with this lett er 
contalno a aoaoage of •~ch vita l l aportanoe to aeabors of tho 
Ceoeral Fe~eration of Wo~en's Clubs that I have a s~e~ and re­
ceived paraleaion fro~ your Proaldont, Mro. John L. lhltohurat, 
t o aond it t o you with tho roquoat tha t yo• dlotrlb•t• it ae 
vilely et pooolb lo . 

In a recent letter addressed to you, Ura. lhiteh•rat 
called upon you to cooperate wholeheorto~l y In t he Treasury '& 
Dotonoo 8avinga Bond and Stamp program. Thle program Ia one 
attaotlve weapon in "The fight Agalnot Inflot lon" -- the f ight 
to •alntaln our American atandard of living. 

I hope that you will road thla pamph l et careful l l , 
t o>lnk what I t moans to you and your full, , and, 1t possible , 
place a cop; of It In tho hands of each of ,our follow club 
••~bora. You aay aocur o extro ooploo f roa tho Defenoo Savings 
Steff, National Wo•en'o Dlvlolon, Treetur y Deportaont, 
l aohlnston, D. C. 

Enoloouro 

Sincerely youra, 

'l) .O:o. . W. )<u L._ 
(Mra. ) Della 1. Kuhn, 
National l omen'o D1v1slon 
Detonao Sav1ns• Staff 
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"Ia .. _r to 7CNI' lntor et 81114 IMr at.t~a. _, 1 toll 
7011 wlw.t " are "'TtDC to do 1a our panhlllar Dlotrlot, 
!Atwro haw MID oat o'ft to tile -..v-rov Preold•to 
aolr:iDC "'-lr olu to bov at l ... t - o.r .... 1oM, toll• 
lac tba allo to iltreoo tile 1Ddh14•1 IN,rtq et boUI 
ot.uopo aDd "-do ao wll. 

"1• CM!,.... et Wo Co.oor4 Dl.otrlot 1 11opo to repon at 
the oDd or t.11o olllb ~. lOOl( or t.11o ol~abo ,...r ,. Ua!r­

-.uhip ..... bolpocl to 'W.lota1a our -.r10&D ·- et 
llrlDC• •• 

PrOD llro. C. W. lpra411)', w-a•o Chie Cllab, 111"111..,..., 11aba.k1 

"•• tiM -.biro or tho w-a•o C1rlo Clu, -.at to 
plodp ov wbolo boanocl ouppon to tbo t.-oallll'7'• 
DotoDH 8arlap lloDd aDd ltupo procru. lo are 
&JaiOUI to tipt to a1Jita1D OW' .... r10aD ltudar4 or 
ll~a., •• 

Pro• llro. Jolm r. JobutoD, Or&Jid .llmot1oa, Colora4o, 

"Ia ropl;( to 70111' ~r to olu""-", llptoooller Q4U., -.:t 
I aolt 1r there h .,. opoo1t1o W ac U..t w •• olu""-• 
oaa do to olloor our 4oo1re to ouppon tho procru that Mr. 
llorpatbou o'ftUuo! It 1o oorta1aq a -tt•r U..t ooaooru 
no'7 - of uo aDd - U.Ot w wtll all 111eh to uo1ot ia. • 

PrOD lira. Stull)' 1. ~. P.r1patot1o Clu, 111'001111& ... , 111 .. 1oo1pp1o 

•ruo 11 to lot 70'1 - U..t <•- boforo I pt tiM l otwr) 
.. aro pla8D1"C to put 1Dto 0. I. Dei11UI "-do U 1411 
tlOOO tiDl tbot -• ro .... rl7 a oobolarolal. p t....s. • 

, ... lira ........ lleDd.r7. "'"Jllud ·-·· Clu, Jlle.l, nor1da, 

"llopl71q to 7ov lotwr or lopt.bor Si4U. reprdiac tiM 
'-'•••11'7' • o.r .... Barlap 1oM ... atup procru, .. are 
ploaoocl to ropon, U..t at our tirot loar4 -tiq 111\11 
our - PNo1dODt, llro. Prod ao-. obi , ...... ""' .. oh 
... ,. 111U. a otuop book ud a otuop. 11 ... tMt t1M w 
ha ... Jllll:o ... ocl otuopo roplarl7 ror our booto. llr•· ao­
haa ""' wrki"C ta1 tlltllll7 oe tile11 projoow roprdiac 
O\ll' Uta ... • 
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fr .. Jiro, R. H. Stanley, 20th Ceatury Clu'b, Hu,o, Otlahoa1 

"Ploue aend 24 oop1 .. • A Speeob aDd a Pledp • 'b)' the 
Sooreto.ry to dlatribut. to lilY olub , Ploaae writ. .. 
any U • I caD be ot auiot&Doo. PortoD&lly I ho.~ 
b .. n doins quit. a bitt Wao Ciao. ot Uual.nua Dri-..1 a 
Chairman ot u.s.o,, Cllo.iraan ot Red Croaa ROll Call; 
and Dlreotor of Publicity ot Red Croaa . SuperYloor 
Cutlery Unit of Red Croao; Chairman ot BIIAdloa for 
Britain, Pleaae write me it you need ... • 

Pro• ~ra . Henry R8dmond, Texaa Feder~t1on ot Woaen•e Clubs, Corpua 
Chri otl, Toxo.u 

"Your letter and pamphlet oame to .. bore tbia a,a, I 
ahall do ao •usr;eoted to the beat or lilY a'bility. 

"l'oraono.Uy , I han bour;bt a l'iw hundred dollar Bond 
ot our b.,_ P. o. thla year and tour hundred dollar 
o.aount ot Bonda laot year • 

• ...., tully an.re. of the eaert;ency aDd a hall hope to 'be 
able to 'buy more tbia year, 'but do not know juot what 
I obo.ll be able to do," 

From M.ra. J. T. Young, Athena Junior 'NoJUn'e Club, Athena, Georgia 1 

"In reply to your letter ot Septem'bor 24th , I wlah to 
report that the Athena Junior Woman'• Club, in coopera­
tion with the Athena Wom&~~'o Clu'b, aold 419.50 worth 
of defenee ato.mpe . Tbio tisuro ia what the Junior Club 
actually aold . • 

Prora K.ra .. Jea.n L. How.ll, Jaok1ozn1.11e Jwlior 'oMn' a Club, Jaokaon­
•llla, Flori do. • 

"It you let ua haTe two thouaand, I aaaure you eaob oa. 
will £0 into a hOM whore there 1o real intereat and 
coaoern about the preaent condition and where the addreaa 
will 'be read, • 

Pro• Wra. u:. a. Salabury. Victar. Colorado • 

"Thank you for aendlng the po.aphlot on Inflation. I 
ahould like }5 copioa if poaaible to put in the banda 
ot the aot1Te membera of _, olub. 

"Op bore in thia woo alnlnt; town foo4 priooo are a real 
problem. Juat laat aonth ay own srooory bill i noroaaod 
one•thir4 . 

"lfa oto.nd reo.dy to help in UJII n.y that •• oo.n, At 011r 
laat aoetins, bowner, wo 1'0ted to 'buy a $25.00 Detonao 
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Bond ooly to lMrn a olub oUU>Ot do thio . Wo bne 11 ttlo 
""""7 t.l>cl thio 11 a ll •• OIID do , h there DO wa:t arOUDII 
1 t u oopt to b)' Dot.., .. oto..po, -.Mob O&rr)' DO illtereotf 

•rwo ot our -.bero .. ro a t the state Deto110o procraa i D 
o.n•er 7 .. torcl&)', I bope thor will report other 1ra¥• ot 
holp1Dc. • 

rro11 Ill' I, Whooao r. Loon, Biddot ord, lla.lae1 

"111 thin an bour I paid e; tor a pint ot aUk, roa d the 
paaphlat on prioo ooatrol , board o .. er tho raclio that a 
llr . Bankhead oppoo .. llr . lfl>rr;.,•tbell u 'the on .. ot the 
taraar• t.l>cl read. in COIIIOIIIIII.L 'Bilt tb1D£o are bot ton 
-:y no1pbor 11 ptt1ar; a b1sllor prioo tor bio aUk, b1o 
hor;o aro worth twioo whet tho7 uo-.1 to brinr;•. So wbatt• 

0 So wbat, 1Ddood I Whet 1o tho uoo ot tbo tar.er cotttac 
t hroe t i Mo the ...u ... ot a bottle ot lll.lk, 1t be pqo 
tour t 1Mo whet be obould po,y tor a pair ot ootton otoek­
lnr;o t or b1o wito or biaooltt J.Dc1 oo OD - tho ..toio110 
olrolo. 

"Aloo, wbilo -,y 11111: 1o (at tho abo.,. rate) 4 oonto a 
q11art 110ro than I paid tor it a year or oo a r;o, -:y bllttor 
hu r;ono 11p only 51 on 401. It 1o hoao Mdo b~atter and 
h Mdo troa tho lll.lk in tbio oau looality. To bo o~are , 
thoro no a obortap ot bay tbio •-r - d11o to the look 
ot nor.l ralntall. But 41 on 121 and 5I on 4011 Thoro 
1o .. nan loooo .~ro. 

"Priooo aro b1 sllor. s ... ryono ..... e1 thor to· bo benotl tinr; 
by 1 t and t huo in ta'OOr ot 1 t , or 1 t looko too blr; a battle 
to t&lr:o on, Tben, too, it llr· llo.nkhoa4 oppoooo llr. llorpntb&u, 
&Del it C:0..0-1 talcoo tho oicle of tbi r;o-uppero , wbero 
WOilld a tow 11 ttlo ......, pt b)' t&l<lD£ on tho prioo oontrol 
batt lot SHao to • 1 t would bo lin a 11 ttlo aouoo oquo&klnr; 
&liOn£ a lot ot bir; llo110. llo.,.rtholooo, lan't thoro a atorr 
about a 11 ttlo 11011oo tbat clid liberate a r;roat bic lion on­
tanclod i n a not or o-.th!iiit SoDd on 7011r paapbloto I 

113 

Regraded Unclassified



. . 

Proa lira. icbl& 8. lloDuhl, leftd&, MiuoW'1 1 

"I raoei ft4 yo\JZ' ~blet oe •the Picht .l.pinat Intla­
tioo • in Septeaber . I ba.w read it oaretull7 &ad 
raalhe i ta hoportanoe. So aa a alder; you to to.........S 
• 35 oopiea tor cl1atr1but1on to Mllber a ot 11\Y olub 
next llonday. we are the olclut olub in leftcla, orC&Jii &..S 
1897. I plo.oed the a t tar of buyinr; Defen oe So.Yinr;o 
ttampo or bondo betore the olub o.t our lo.at .. etinr; . I 
han worked o.o Chal.n.n ot Interno.t101l&l Relo.t iono tor 
onero.l yeo.ro ancl t1Dd it 110ot i nterut111r;, eopeoi o.lly 
at t be preu nt ti• when all lawo tor peo.oe ae• to ha.w 
.,_en torsott•n• 

~ God ape..S the work ot r;ood w ... n in tb1 o 00.111e tor 
h.-n r istoto and Ubertieo . If I oan help o-..cl • ·" 

Proa llro. Georr;e 1. llillean, DiP,ton, lanao.a1 

"Tu I I will place o. oopy of tha booklet and &JQ' other 
li'te'ro.ture a t any tiM in the banda ot eftry wo..n 1n 
both olubo. Jhio OOOipriaea about 38-t.cl. 

"I wi ll oupport or cletend t he o.cla1D1 otro.tio11 o.t all)' 

t1""' ill &JQ' way witb111 11\Y power. 

"I peroono.ll7 Deeded t hat booklet. I ~ bu;y o. ato.ap 
OUt ot eYery Or'MII oheok. " 

!'rca llro. *· G. s.itl>, Bouleftrcl Park w,...,,, Club, Atlanta, Georr;io.• 

"The paaphle t you oent • contain• o. ••••r;e that 1o 
of auoh Y1 tal iJIPOrt&JIOe, that I would lib one tor 
eooh or our olub ...bero -would o.ppre oiate it oo 
.,.h it I oci.P,t ha.w tift)' tor cl1atr1but10D o.t our r o­
plo.r olub ••tine, Oct . l4t1>. For your 1DtorMtion, 
our olub 'I'Oted o.t our laat ... u .. r; to bu;y Detonoe So.'r-
111£1 8o1>da with the tuDela that •• ha.w l>Mil bukinr; tor 
tho builclinr; of a Club Houoe - beUoYI.nr; that helpinr; 
build cletenae , 1o of liON 1J1P0rt&Doe than bu1lcl1nr; o. 
Club Houoe o.t tbio tiM. The o.bo.w - • o.t 11\Y our;potion, 
u I n&ft """ Chain.n of tb1a tUDe! tor aOMtiM , and 
ha"Ye added to ..... eftry t .. .oath•. • 
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Aove111ber 1+, 191+1 
:? : 40 o . m. 

E. :.: . 
:tett1r.1ur : Hello, Henr y. 

oXJr: 

S: 

,,.Jr: 

...... Jr: 

S: 

c •• Jr: 

- ·~r : 

'i:·J r: 

•• 

Ed? 

'lee , a1r. 

CPn you hear me? 

I can he~r you well . 

The Charge' o f the Ruae i an ~baasy called us 
t~lce now to say t het they're out or money. 

'leah. 

And going u .l on the tra i n with a: e , l'.arr;r said 
t hat t hey were glvin~ the~ auooliee out of 
Lend-Lease . c\ell, if t he;r a r e , the Russians 
don 1 t know en;tthlng about it . 

. ,ell , Henry, this- we hsven ' t na t urlllly mo ved 
~fflclally on Russia , because the ?residen t 
hasn ' t t old us to. .{ow, of f lclslly, uu untll 
thi e moment , Russia i s suooo&ed t o be ryay i n& 
for its stuff out of what you 've done and J esee 
hae done 1n advanceR. 

>·ell , Harry told me fla tly t ha t he was lettine 
tr.e~ nave stuff . 

. :ell , anyway , Ed •.... 

:!til h . 

.. .. . the Russians a r e r eally 'tOr rled. ..o .. , I 1 :n 
officia lly telling you th'Y'~e ou t of money. I 
think '"'e out;ht to do eome thl.n,. abou t it. 

All right. 

Have you t a lked to Harry t oday? 

I haven ' t ta lked to Harry this ~orning. ~e ' s 
still at Hyde Park. 

~'::Jr: Oh. 

...... 
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HMJr: 

S: 

HJ!Jr: 

S: 

HY.Jr: 

S: 

HY.Jr : 

S: 

HMJr: 

S: 

HY.Jr : 

S: 

f!~:Jr: 

S: 

HY.Jr: 

S: 

- 2 -

He voe' t be baolt - he' • ooa1na baolt V1 th the 
Prea14ent tonight. 

Well , I'll try to get h1• on the wire ayselt. 
But you're not giTing them anything, officially 
or unotticially. 

Unofficially, yea. 

But they don't know it. 

Unofficially there's etutt moving to Archangel, 
but I can't tell anybody that because the 
President haen't t old me yet it 1e all right. 

Can' t you tell the Ruesiane that? 

No . 

All right. 

I don't know why, but apparently I can't. Henry, 
the only way we can clarity it ie tor the President 
to eay to me that we can deal ottioially with 
Russia on the Lend-Lease baaie, you aee? 

'llould you like me to call up Harry and bring 
it to a head? 

Harry would like to do it and I think that's 
ell right; but my instructi ons are that - to 
do nothing nov until I ge t the signal from ·the 
Preeident. 

Well, I 111. .... 

Because et what happened on the Hill laet week, 
you eee? 

Yeah, I'll try t o get Harry on the phone. 

And, but etutt - there ie actual etuft in the 
works, Henry. 

But nobody knows it. 

Nobody but the Ruesiane. 

Regraded Unclassified



- J -

...... .... 
~r. 

J Well, do the Russian• know it? BY. r: 

s: Over there? 

J!!!Jr: Yea. 

S: 

lQo!Jr : 

S: 

'!v.Jr: 

! : 

ffi!Jr: 

S: 

HMJr: 

S: 

HJ.!Jr: 

5: 

Oh, I think they know it over there. I don't 
think they know it here. 

Oh. 

In other words, I don't think Amtorg knows any­
thing about 1 t. 

But they do know 1t at Moscow? 

Yea, I'm quite sure or that. 

~.'ell , then I 111 keep out ot 1 t. 

Yea, I'm quite sure ot thet. 

All right. 

Harriman and Burne have been in touch with 
MOscow, you see, direct. 

All right. 

And eo hes the President. 

HMJr: All right. Then I'll keep out or it. 

S: 

~.Jr: 

S: 

iD~Jr: 

S: 

HMJr: 

I think, as a matter or raot , the President and 
Stalin exchanged cables over t he week-end. 

I see. 

On this very thing, Henry. 

Okay, I'll keep out or it. 

All right, old boy. 

Thank you. 
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November 4, 1941 
3 p. m. 

r.t: ~OCIAL SECURITY (COMPULSORY SAVINr.S) 

Present : 

~arnard : 

H.'.!.Jr: 

Fol ey: 

ll.r • Viner 
ll.r • Shoup 
Yr. Barnard 
Mr. !'riedman 
Vr. Buffington 
J.lr . Groves 
Mr. Currie 
Mr. Haas 
Mr. Blough 
Mr. Foley 
Mr . Kades 
Mr. \ibi te 
\fr. Coe 
Mr. Shere 
Mr. Sullivan 
Mr. L!orris 
Mr. Kuhn 

The f i rst question wes the minimum amount 
reouired t o get, and t he statement in which 
~e tried to show it. There i s the most 
recent statement . I think the way to put it 
i s that it is worded as s imply as posSlble . 
It has just come out of the press. Would 
you like it read? 

Yes, because I don ' t t hink Foley has seen this . 
Have you? 

No . 

11.8 
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H.Y.Jr: 

~ Earnord: 
I H.M.Jr: 
I 

~arnard: 

... , . . ~ 

- 2 -

Neither have I . So 1 et' s have somebody read 
it . 

Who is most familiar with it? 

You read it (laughter) . 

"Inflationary forces are now at' work driving 
prices upward. These will be intensified by 
changes during the coming months in government 
expenditures and other factors. These changes 
are described below. 

"In October 1941, total expenditur es for 
defense were running at the rate of $21 billion 
a year. In addition the Federal Government 
non-defense expenditures were at a rate of 
$6t billion a year·, Thus in October 1941, 
expenditures fo r defense and the regular acti­
vities of the Federal Government were at the 
rate of $271 billion a year. 

'!n the same month t axes were heing collected 
by the Federal Gover•nment at a rate of $91 
billion a year. The excess of expenoitures 
over tax collections was therefore at a rate 
of $18 billion a year; $16t billion represent­
ing the excess of expenditures by the Federal 
Government, the other Slt billion representing 
purchases by foreign countries , 

"In calendar 1942, total expenditures for 
defense are expe cted to be about $31 billion 
or $10 billion higher than the October 1941 
rate . Federal non- defense expenditures 
are expected to be about the same, $6l billion. 
Total defense and non-defense expenditures are 
expected to be $37 t billion, or $10 billion 
greater than the October 1941 rate . 

"Tax collections by the Gover'!lment , under 
existing legislation, are expected to be $16.0 
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billion in calendar 1942, or S6i billion higher 
than the October 1941 rate. The excess of 
expenditures over tax collections wl ll there­
fore be $2lt bi llion in calendar 1942, or 
about $3t billion mor·e than the corresponding 
excess at the Oct ober 1941 rate, That is, 
because defense expenditures will increase 
more rapidly than tax collections , individuals 
and corporations will have available $3t bill ­
ion more income than they had at the October 
1941 rate -- $3t billion that they can try to 
use to buy consumer goods, equip their busines­
ses, subscribe to defense bonds, purchase 
investments or hold idle. 

"At the same time that individuals and business 
concerns will be getting mor•e spendable income 
from the defense effort and the Federal Govern­
ment 1 s regular activities, they will find a 
smaller amount of goods and services avail able 
to purchase . 

"'n October 1941, national income was running 
at a rat e of $95 billion a year. As was noted 
above , defense was tak.ing $21 billion of the 
national income, leaving $74 billion for 
civilian use -- that is , for consumption, 
for private capital goods, and for the activi­
ties of State and local fovernmenta. In 
calendar 1942, national ncome , measured at 
October 1941 prices, is expected to be at 
least $98 billion, or at least $3 billion higher 
than the October 1941 rate. Defense is expected 
to take $31 billion of the national income in 
calendar 1942, leaving $67 billion. The ~ount 
av~ilable for civilian use will therefore be 
$7 billion less than in October 1941. 

"Under these condltions, the amount of 
excess purchasing power would be about $lot 
billion, computed as follows : $3t billion 
is the net amount that Government will be addlng 
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to the srendable incomes of individuals and 
corporat ons over · and above the aount 1 t was 
adding at the October 1941 rate ; $7 billion 
is the net reduction in goods and services 
available for civilian use. 

"The aoco,anying table summarizes these 
figures . n addition it shows the minimum 
amount of taxes estimated to be needed in 
calendar 1942 to keep pricea at the october 
1941 level, asauming the extent of priorities 
and other direct controls that now seem likely. 
This miniiiiiDI aJII)Uilt ia S4i billion. This 
estimate cannot be computed directl7 froa the 
other figures in the table because of the 
necessit7 of taking into account many other 
factors that affect tax needs. Some of theae 
factors that we have taken into account are : 

"The severit7 of priorities, allocation, and 
other direct controls; possible changes in 
the degree to which consumers will spend rather 
than save their incomes ; possibl e ohangea 
in the desire of private business to construct 
new plants 81ld equipment, rebuild old plants and 
equipment, or build up inventories; the indirect 
effect of taxes paid by some on the spending 
and saving of othere; the speed at which 
government spending is outstripping government 
tax revenue; the speed at which our added 
defense needs are outstripping our added 
power to produce ; and so on. 

"Thia estimate that $4t billion is the mini.um 
amount of taxes needed assumes that these taxee 
will in general be in the form of a flat rate 
tax on incomes above certain minimum ex~tiona, 
the tax to be withheld ourrentl7 at source. 
I f other tax measures were to be used, the amount 
of taxes needed would not be the same . 
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Barnard: 
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•rt should be emphasized that these estimates 
are for the calendar year 1942. Since defense 
spending is expected to rise throughout 1942, 
a smaller amount of additional taxes will be 
needed early in the year, a larger amount later 
in the year. For this reason, it might be 
desirable to impose now only the minimum amount 
of taxes with the expectation of imposing 
additional taxes later on when the need for 
them is apparent, and the course and nature o! 
the defense program in the latter part of 1942 
is clearer. 

"Finally, other measures than taxation can help 
to control inflation. Some of these are already 
in force or are clearly foreshadowed. These 
have been allowed tor in the estimates of 
tax needs given above. But there are still 
other measures that would further reduce 
tax needs. Some examples are : The reduction 
of Federal non-defense expenditures; more 
stringent control of consumer credit; end an 
appeal to state end local governments to 
reduce their expenditures but not to reduce · 
taxes. 

"Neither these measures nor taxation nor both 
together can prevent price rises resulting 
from special factors affecting particular 
commod1ties -- for example, the pert of the 
recent increases in the prices of cotton and 
wheat caused by the government's loan program, 
and increases in the prices of some imported 
commodities." 

There follows a table. 

I t hink, taking the thing as a whole, that we 
have moved very far along the road. 

I have just seen this new copy, and I think 
it is a very great movement. 

-
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H.J,I. Jr: 

Barnard: 

H.!l.Jr: 

Shoup: 

H.M.Jrr 

Shoup: 

H.V.Jr: 

Viner: 

• 
·I.i : 
·~ 

- 6 -

You have just seen it? 

Yea, it just came up. 

I think it would be moat helpful to me if I 
could go around and ask some of the the later 
people -well, let's start in with Shoup, 
because after all, this is really - you 
started the basis for this and this is 

.. a 1i ttle bit different, I think, than your 
memo and I want to know how you feel about 
this, as compared to your original memorandum. 

I feel that this is correct, It is stated 
as it is with a minl1111111 figure , 1111d starti.ng 
from the present price levels, rather than 
last June . It fi ta in ver, well with our 
computations. Our computations were based 
on last June prices, you see, and this is baaed 
on current higher prices. 

Are you satisfied, Carl? 

Yea, I am satisfied. 

That is something. Now, Dr. Viner, how about 
you? 

Well, I 811 satisfied 1ri. th it, except for a 
few details . I aa not sure that - there is 
one point here that I 811 not sure whether it 
was omitted deliberately or as an oversight. 
It is one smaller point I have raised in 
discussion here. This assumes the situation 
is O.K. now, it is just the forces that are 
going to come into oein~ that are going to 
create trouble. On page 3, the middle para­
graph. 

"Under these conditions the amount of excess 
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Viner: 

Shere: 

. Viner: 

1'1' i edman: 

H.ll.Jr: 

Viner: 

R.I.!. Jr: 

~ .... 

- 7 -

purchasing power would be about ten and a 
half billions. • 

Well, I think to be correct, that ought to 
read, "The amount of excess purchasing power 
above that amount now existing would be ten 
and a half billions.• 

The intention, Kr. Viner, was that the opening 
paragraph would - it is probably not adequate -
was to take care of the point you raised in 
conference this morning. 

But then how about that statement on page 3? 

Well, I think it should be repeated, probably, 
at various points in the memorandum, but the 
intention was that the opening paragraph would 
show that we do not assume that the present 
conditions are equilibrium conditions. 

On the same pege, three, that is, "seventy-four 
billion for civilian use . • That ought to 
include Federal non-defense expenditures, under 
civilian, shouldn't it? 

There is a practical point discussed in the 
footnote of the table that allows for that . 

What time are you leaving, Jake? 

Five forty-five. 

But I am. in general quite uti died with it. 
I don't know just how you are going to make 
uee. of this. 

Well, I will tell you exactly how I am going 
to make use of it. lr!r. Barnard, and Kr. 
Sullivan, and Kr. Blough, and I are meeting 
with Senator George and Kr. Doughten, and I 
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Viner: 

H. ".Jr: 

Sullivan: 

H.l.!.Jr: 

'viner: 

H . ~' . Jr : 

• .j .: 

- 8 -

want to give him this memorandum. I have got 
a couple of things I want to say, why I can' t 
give it to them in the shape it is in. \ohat 
I want to say is this, gentlemen, that the 
reason why I am going to ask you to let me get 
a tax bill through this year yet, which wi l l 
become effective the first of January, and it 
is based on this. And I think --

I would like to see --

I don ' t know whether you can in any way pop­
ularize this for these two gentlemen or not, 
but it is pretty heavy going. Just a t the 
end there, you cast doubts on the whole thing. 
In this last peroration here. "A smaller 
amount of additional t axes will be needed 
early in the year, a larger amount later in 
the year. " I wouldn't say that . 

No . 

"For this reason it might be desirable to 
impose not only the minimum amount of t axes 
in expectation, imposing an additional amount 
later on when the need for them is apparent." 
Well, 11f3 God, we are saying fi ve p11ges why 
they are apparent, and then we begin to have 
doubts at the end there. If you don ' t mind, 
i t j ust throws doubts on everything that 
went before . I mean, it is being over-honest 
and it isn' t necessary. 

I think the first statement in the memorandum 
ought to tell you that there is going to be 
need for more t axes . 

Ye• . But I mean, thi s thing here, "and then 
finally other measures of control , " Well , 
I just question page five, whether - I ~ant 
to say, "Look, gentlemen, I need more taxes, 
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Viner: 

H.". Jr : 

Sullivan: 

H.\!.Jr : 

~ . ~'. Jr : 

,.p. 

- 8 -

want to gi ve him this memorandum, I have got 
a couple of thi~s I want to say, why I can' t 
give it to t hem 1n the shape i t is in. \ohat 
I want to say i s this , gentlemen, that the 
reason why I am going to ask you to let me get 
a tax bill through thi s year yet, which will 
become effective the first of January, and it 
is based on this. And T think - -

I would like to see --

I don' t know whether you can in any way pop­
ularize t his for these two gentlemen or not, 
but it is pretty heavy going. Just at the 
end there , you cast doubts on thP whole thing. 
In this last peroration here. "A smaller 
amount of addi t ional t axes r.ill be needed 
early in the year, a larger amount later in 
the year. " I wouldn't say that. 

No. 

"For this reason it might be desirable to 
impose not onl y the minimum amount of t e. xes 
in expectation, imposing an addi t ional amount 
later on when the need for them is apparent . " 
\'.'e 11, my God, we are saying fi ve pages why 
they are apparent, and then we begin to have 
doubts at the end there . If you don' t mind, 
i t just throws doubts on everything that 
went before . I mean, it is being over- honest 
ard it isn't necessary. 

I think the first statement in the memorandum 
ought to tell you that there is going to be 
need for mo re taxes . 

Ye• . But I mean, this thing here , "and then 
finally other measures of control , " \'/ell , 
I just quest ion page f i ve, whether - I want 
to say, "Look, gentl emen, I need more t axes, 
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B.li.Jr: 

Currie: 

H.!.!. Jr: 

Viner: 

H.M.Jr: 

Yiner: 

H.li.Jr: 

- 9 -

beginning with the first of Januarr. I 
need all I can get, up to four and a half 
billion. I cannot carrr out a, reaponaibilitiea 
as Secretarr of the Treaaur{ unless I do ever,r­
thing, both publiclr and pr vatelr, to urge 
rou to let me have these beginning with Jan­
uarr first . Now, if rou are intenested 
in how I arrive at that four and a half billion 
figure, here on ~ive pages it tells you how 
I arrive at it." 

You don 't agree with me, Lauch? 

It won't tell rou how you arrived at it . 

At least it will give them enough so ther 
can' t figure how we arrived at it (laughter). 
At least when they get through they won't 
know either. lbey will say, "Is thia your 
two-thirds rule?" you see. And I will aay, 
"Oh, no, th.is is another rule. • 

Something new yet. 

But I think that it ought to come right out 
on the front page and say, "Now, I want 
four and a half billion taxes, at that rate, 
beginning with the first of January, and now 
gentlemen, this is why I need it , " and 80 forth 
and 80 on, and then the rest of the stuff would 
follow. Would that --

Yes . 

Because i f I can get them to read one page 
I am luokr. 

I would aak them to give you - -
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Blough: 

Sullivan: 

llhite: 
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George won't. George wil l read it all. 

~be the table ia all you need, if it could 
be expanded a little. If you are restricted 
to one page, the table would be the best . 

I take it that Roy understands it, don't 
you" 

I understand it as well as Senator George is 
likely to understand it after he looks at 
it for the first tiae and it looks all right 
(laughter) • 

Wh.at is the joker in thia increase in national 
income of only three billion dollars? 

Well, that is the - that is one of the -
I think that is the basic difficulty of this 
presentation. What you are doing is taking 
a calendar year and comparing it with a 
monthly rate , and every time you come acr oss 
every one of those figures, they will say, 
"Is that all we are spending more than we 
were this year?" And you will have to 
explaln, "No, that is the Ootober rate." That 
will apply to every single figure. I am 
wondering whether a simpler way of getting t.he 
same resUlts is to compare the calendar year 
' 42 with '41. You will caae out the sue way, 
but it is just going to avoid a lot of question­
ing and it will be simpler. 

If you will remember what we are up against 
tomorrow, it we had a table and maybe one 
page or t wo, because the figure that we 
are interested in is the four and a half bil­
lion figure . Now, you (Blough) asked me this 
morning would I take that sight unseen on these 
gentlemen' s say- so, and I told you I would, 
you know. You may not have been able to pass 
that along. 
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I didn't paee it along, no. 

Don't you think, Barnard, 70u could han John 
and the rut ot TQU - that ;vou could all have 
time to fix this up 80 it h much simpler? 

Do you want to ask them for another tootnote 
on the first page? There are two number twos. 

The first number two goes out . 

I am not clear now as to the four and a halt 
billion, as to whether it is made clear to you 
that that includee the Social Security program, 
One point seven ot that ie Social Security, 
80 TQU are asking tor one point seven Social 
Seourit;y, and the rest a new withholding tax. 

No, I did not . It isn't done the way I went 
over it with you (Blough) this morning. 

This isn't the same memorandum, Yr. Secretary. 
That is another one. 

No, but it the;r are going to get into that, 
it is --

That is right, 

Have fOU decided, Kt. Secretar7, that it is 
advisable to give them both a cop7 ot this 
memorandum to take with them? 

You might just as well, John, because it they 
don't get it the;r are going to give it from 
memory and give it badl;y, so the;r might iust 
as well have the memorandum. 

Well , I am wondering if we can't explain these 
various forces that are at work ih a way 
that will indicate to them that we have got 
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to have the four and a half without doing it 
in such specific detail as this memorandum 
does it . I wonder if we can't - -

That is the whole point. I t hink this • . The 
four and a half is the magic figure, isn' t it? 

It is the minimum. 

The minimum magic figure . 

It is ma~ic though (laughter) . ~bat is about 
what it u . 

That is just what I am getting at, air. I 
mean, we were all so sure of six and a half 
billi on a week ago and now we are all so 

sure of four and a half --

The dates have been changed. 

That is why Harry went to Cuba. 

Well , I don't intend to comment on thnt as 
an improvement along that same general line -
(laughter) - welcome home, Harry (laughter) . 
I am kind of afraid of letting a me&~orandum 
like this go out. 

I am inclined to a~ree wi th John that if 
this thing is pubhshed as i s , there will be 
any number of people who will tear it apart 
and the people who may be able to defena these 
figures won't be present, and it will raise -
(laughter) . 

And Harry will go back to Cuba. 

I mean it is going to start a terrific contro­
versy, and if it can be avoided and still come 
out with a justification for taxes , I think 
it were bett er so. 
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Well, let me pin this - how have you been 
working, Bamard, who I. a reaponai ble for this? 

Mr. Friedman and Ur. Shere are the people 
who Actually produced it. We discussed it 
all morning in there, and they did it over 
again, and have just got it done , None of 
us have seen it since. V~en we got all 
through talking this morning, we happened 
to focus on this, Yr. Secretary, t hat in the 
last analysis t his is a matter of judgme.nt, 
and it has got to be a matter of judgment, 
carefully arrived a~ to be sure, and arrived 
at after a lot of consultat ion and discussion. 
But the fact is that our belief is that 
the least that has got to be had is four and 
a half billion, 

Now, everybody here, with the exception of 
Mr. Currie, who was out at the time I tried 
to get a definite expression, agreed that that 
was the case, if my memory l.sn•t at fault here, 
wi th several suying they were quite sure that 
it would be higher than that . Well, there 
is no use of talking too much about what is 
higher, because we are not proposing anything 
that will run higher. 

Well, I take it there is general acceptance 
of a minimum of four and a half billion, 

Except I am not sure about Mr. Currie, who 
wun' t there at the time, 

I will give you a chance i n a minute, George. 
I was coming to Lauch anyway. 

I am going to take a very unfair position on 
this, JAr , Secretary, because I am not prepared 
to say four and a half bill ion is the max1mum 
or t he minimum, and I can't supply you with a 
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figure, but I think this is a most ingenious 
type of analysis, but it is a beautifUl super­
structure erected upon what I consider to be 
very shaky foundations. I was just thinking 
at lunch time of the number of assumpt ions. 
Just by making relatively small changes I came 
out with the figure of no additional taxes 
necessary. It is t hat kind of analysis. 
So I would not put it on this basis at 
all. I would say you are having a victory 
program coming along with greatly increased 
expenditures. I think we are bound to have 
need for more taxes eventual17, and I would 
go ahead with the new tax program on that 
basis , but I should hesitate very much to be 
pinned down to any figure of !our and a half 
billion or any figure, particularly at the 
moment . 

You haven' t had· time enough? 

I am not sure it is a situation that lends 
itself to coming out with an exact figure 
like that. I don't feel that the danger in 
the next six months is severe . I don't 
think we are in a critical phase at all, as 
far as the general economy is concerned on 
the inflation matter. I would push ahead, how­
ever, knowing the slowness of tax legislation 
and difficulty of getting it passed for the 
Social Security program and for possibly a 
two billion dollar additional program. 

V'ell, your position on inflation, ;rou have 
been that way for several month~, haven't 
you? I mean, you haven't been as worried 
as some of the rest of us have been. 

r think t hat is true for the short run. 

You just said two billion and one point seven, 
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three point seven as co~ared to four point 
five. We don't fight about eight hundrtd 
million dollars any moJ•e. 

But I am not putting that on the rounds of 
anr particular ana1rsia. I am no fooling 
myself that that is the right figure , 
It may be more or leas, I don't know, but 
eventuallr we will need that I am sure, so 
let's push ahead on it , 

Are rou through, Lauch? 

Yea. 

George, do rou want to say something'? 

I just wanted to say thi s, Kr. Secretarr, that 
I agree with Lauch that it is a very ingenious 
type of analysis, but you can approach the 
subject from another way, and get about the 
same answer. I wanted to call your attention 
to this. The four and a half ia not the type 
of figure that rou oan defend with anr degree 
of assurance. You can argue with people, as 
long aa they want to argue. You oan take 
another set of assumptions and you could put 
up just as good an argument with the new set 
of assumptions, and can get an entirely dif­
ferent answer. You have a situation that the 
error in the fou r and a half is almost as 
big as the figure itself, eo it provides a 
basis for accepting a figure of four and a 
half. I think taxes ought to be increased 
aubstantiallr, but there is a lot of arithmetic 
in there, but it is not - the error is tremen­
dous in it . You make a judgment and then rou 
go ahead and multip~f it and add something 
to it, and so on. I just wanted to call rour 
attention to that , It i s not like some other 
figures rou have had, Because of the nature 
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of the situation, it has to be very rough. 
If you put it out, I think ae Harry mentioned, 
you will have dif!iculty in defending it 
against all comers . 

I don ' t know how I would go about it. 

Well, just let me ask this. You have got 
your defense expenditures here for the calen­
dar year - you have got those estimates. I 
mean, there can•t be muoh of the non-defense 
and the rest. A.fter all, let me put it this 
way. On the calendar year - do these Senators 
think in terms of the calendar year or 
fiscal year? 

Fiscal, sir. 

Since you are in a hurry to get started, 
you try to move it back into the - into 
something beginning with January 1, instead 
of July 1. 

Well, anyway, this shows that our total 
defense and non-defense for the calendar 
year will be almost t hi rty- eight billion, 
which is ten billion more , you see. And 

OJr total taxes under existing legislation 
will be sixteen billion. 

I have never seen that figure before . 

That is for fi scal '43. 

No, it is for calendar ' 42. 

That ia collections 

Calendar 142. 

The other runa up about seventeen. 

133 

Regraded Unclassified



H.Jl.Jr: 

Bloughr 

H.lt,Jr: 

Friedman: 

H.II,Jr: 

l'lhl te: 

B.II. Jr: 

Friedman: 

Viner: 

\\biter 

Viner: 

Curr i e: 

!1 ,1!, Jr: 

Y.hl te: 
B.!.!. Jr : 

Currie: 

H.'l . Jr : 

,. 

- 17 -

we will have a deficit of twenty-one billion, 
is that right? 

Well, there is your story, I think. A deficit 
of twenty-one, which would mean that I would 
have to borrow practically t went{:!wo billion 
under the present progrem. Is t right? 
That includes the foreign purchases. 

Why--

That is right, that will have to be reduced. 

Why do TOU throw foreign purchases in there? 
Foreign purchases of what? 

AI'IIWllents. 

You see, this is a nati onal economy table and 
not a Treasury table. 

That could not be easily changed. 

There are non-Treasury i t ems in here. There 
are non-Treasury items in here which could be 
taken out. 

There would also have to be deductions for 
defense plant expenditures. 
You had better throw these out. I don't know 
how 11111oh they emount to, Roy. 

Three billion. 

What I 11111 talking a bout i a how much I will han 
to borrow. r don't have to borrow on What the 
foreign people have to pay. 
I would much prefer, Mr. Secretary, that you 

' put it on the grounds of thia deficit and the 
victory program coming along. 
That is what I am going toward, and then that 
our deficit - I don't know - for the calendar 
year --
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Won't rou have to borrow RFC next rear, 
llr. Secretary? 

Yea, but look, These people walk in here 
tomorrow. All I want to tr7 to do with them 
ia thi a, and that doean 1 t mean we won't 
continue this work, but all I want to do, and 
I am directing m71elf to Ro7 because Ro7 is 
goinf to have to write this for me - can rou 
do i , physicall7? 

I trust. 

He didn 1 t get to bed until two this morning, 
trying to find a ke7 to the hotel, I just 
think this, following what Lauch CUrrie said; 
we have got to uae the kind of figures that 
they are used to and I would like to show 
them - and also the kind of figures that I am 
used to, 

Now, gentl1111en I thought that last June we 
were going to have an eighteen billion dollar 
total expenditure and then it went to twenty­
two, I wouldn't necenarilf uae the 'ildget 
figures, although I ueed th 1 before the B.yrd 
CODIIli ttee t he o~.her day, Now it locka aa 
though for the calendar 1ear that our expmd­
iturea are going to be ao much and our tax 
collections ao much, which leaves me a figure 
which I have got to borrow. 

Now, if you can give me additional taxes,to 
the amount that you can give me additional taxea 
plua the amount which lfr. Doughten can save 
through eoon01J31, it means that I have borrowed 
so much leaa, Now1• that doesn't - that givea 
me sOMething to taLk about. 

I think you are on far aafer grounds, 

That givea me - excuse me a minute. 
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It~, 1ir. 

I want to get Roy. !nd thm go on, Roy, with 
the stutf, you see; Roy and I were together 
for· two hours thb morning - if you go on and do 
the rest from. the on, you let, and let these 
people see it, if you oan, if any of them want 
to. 

Kq I make one cCIIIIIeo t there? 

Tea. 

Whmenr you get reacJT. 

!11? 

And that ia, it you approach it frOlll that £f~t 
of Tiew solely, you certainly will get not g 
beginning Jan uacy, 1942, 

Because thq will sa71 -.u, 7ou need that and 

rou just gin us our .IIN.da and we will prOTide 
t, flut fOU don 1 t han to han it narr.• The 

reason fOU haTe to han it now 11 because the 
inflatianaey preuurea are now and between now 
and June 30, 1942, 70u han two or three billion 
dollars of need for additional reTenue under 
the figures the1e people haTe been working with, 
eo that unleu you bring thh inflatlanaey 
picture in 1cae way, they will eq, "Well, narr, 
let us go home and get a little T&oation and 
we will com.e back here and get started on this 
and same·time along about June we will get you 
a bill.• 

Well wilT couldn't you still do that with hia 
prelfmlnary? You at&rt in b7 sa7ing1 there is 
this enol'llOue de!ioi t, From that po1n t on you 
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drop the fiaoa.l arguinjr and rou aq, •rue 
enormoua detioi t lliid tlie inor tal'td expenditure 
ia going to mean rapidl7 riainf prioea unless 
we. do something about it from hi veey atart. • 

Right awar. 

And all the arguments fOU can uae, juat aa 70u 
have uaed, would follow. 

I think eo, Mr. Seoretaey. 

Show tha= a coat of living chart. 

13? 

Well, the W&7 Ro7 likea to work is, he let a 
eveeyboq talk at him, and then he goes down 
alone and writes out a memorandum for me. He 
has done this thing for me before and he always 
comes out with a good one, eo I think the thinf 
to do is, so that eveeybod7 oan have a fling a 
it, is to go in fOUr (Barnard' s) office and 
then before it ia too late, let him go downstairs 
and write hie mamo. 

I would like to have 70u have a fling first, 
llr. Secreta.ey. 

You have got my fling. 

There ia another reaaCil wb,y 70u oufht to bring 
in the inflation argument , and tha ia that 
unless 70u do that fOU have got no special arg­
umant for &n1 special kind of taxatiCil . !n7 
way of meeting it would do,then. 

I mean the fact that I agree eo r eadilf doe en 1 t 
mean tl». t you have got to keep arguing about it. 
You have made 7our point. 

There is anotherJoint that was raised thie morning 
that I think aho d be railed now because it may 

. 
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han a bearing on what JOU aak, and that ia 
that the in!lationaey eftect of thia expandi ture 
ia going to be far greater in the latter 
part of the ;year thin in the earlier par t of 
tho 71ar, In fa:;k one of the difficulties 
ia that you mar o a caae that in the earlier 
part of the year it may not amount to lllUch 
at all and that factr coupled with the additional 
fact that you are folllg to han too large an 
increase at once - t was suggested this moming 
that yo~1;nstead of having a fifteen percent 
withhol f tax right throultb, begin with 
something eaa, pouibl;y a len percent, and 
t .hen aove to a fifteen percent it and when it 
is neceaaar;y, or mon to a fifteen percent at some 
later date, either three or four months from 
then, It would be more acceptable, It would be 
easier in ita impact and it certainly would 
fit the situation more nearly, 

There is a reason why you might wish to do that, 
I am informed by persona who have talked with 
l.lr. Stam! . who has somethi.ng to say about this, 
that he s going to be opposed on the grounds 
that they are goinf to have to pay t.o taxes 
at once, the 1941 axes and this now tax, and 
it all comes piling cc them aa an increase. 
It may be that to start lower and go up toward 
tho end of tho year would help Congressional 
aantimant which is along that line. Do ;you 
agree? 

No, I don't, Roy, because if you start that 
wa;v ;you and up by getting nothing the first part 
of the yea"I" . 

No I think ;you have got - if we oan get this 
fifteen percent effective the firat of January, 
I think it would be a great Tiotor;y for the 
Treasury and for the cona~aer. 
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Well, let 11111 argue ar.inat rq preyioua 
statement for a ainu e and in !nor of juat 
what you said. This 01111 tax, it .. _ to 
me, 1a all you can get ncnr for rea•on• which 
I explained this aoming. The Social 
Security 1a bound to be slow and therefore all 
70u would get 1t 7ou got thh fifteen percent 
would be the two point eight which alaoat 
certainly would be needed. 

That 1a right. 

Ban 7ou decided on the exemptions? There •• 
sa~~e doubt about that. Has that been decided? 

We thought we would leaTe it for the time 
being. I mean, thia is a trial run tomorrow, 
Now, the7 ma7 ·~ to me, •Now, Hen1'7 just 
forget it. There 1a no chance. • AnA on the 
other hand, ~ell, we are interested but we 
can onl;y do so much .• So I mean, I •nt to 
make it juat as simple - eo we will leaTe the 
exemptions where the7 are !or the time being. 

Doea that apply also to the ntum portion. 
o! that? 

There 11as nothing in it thia aomlng about 
returns. 

Straight tax, fifteen percent? 

Yea, that is the •1 it 11as this morning. 

With present exemptions. 

I t hln.lt it is easier to sell it to them. 

lell thqwon't gin me time enough !or that • 
.Ul 1 em going to get tcaorrow frca these 
people ia this, tbat the7 will consider a tax 
bill now or the7 won't. 
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And I han got to han an ugument, 1lh1 I think 
it 1a auoh an ~erati n need to get another 
tu bill through during IfOY•ber and Deollllber. 
That is the argument I want, WhT ie it neoeasar7 
to han 1t now rather than •iting until the 
first of .Tanua17 and aqbs get it next J.pril, 
~ or June. That ie the whole thing, &Dd 
thq will s!Japb' 1.1.7, "Henrr I • s orey • juat 
like that, "I will not stu tere, • Or, 'I will,~ 
and George will ll.l1 "I will, • or "I won't. • 
Or the7 will sq, "Well, gin ua a couple ot 
da)'B and we will tallt it OTer with the bo)'B and 
come back and let 7ou know. • Tbat ie about all 
TOU can hope for, 

Yea, 1t ie, sir. 

And that 1e wh1, Harr7, I ~-

You ue not colllllli ttiqt 70Ureelf to 1.n1 specific 
program at this time, then. 

I haTe eliminated all specific things. I mean, 
there are- sbme questicms there wb.icli I would 
like to argue !or two dqs, just one point in 
cme pal'l.graph. I 111 not cOIIIId tt.lng J111selt to a 
lot ot these things. I haTe told Ro7 to le&Te 
it that throudl a withholding tax we could 
raiee two billion eight. Through Social Securit, 
we could raiee eo much. Now1 we han got to 
increase excess profits. Idcm't s17 how. We 
haTe got to increase inheritance taxea and I don't 
sa7 how, I! we do all those, the7 aight giTe 
ue eo much monq. Do .. that anner 7ou, Harrfl 

Yea, that does. 

I han that in - not one page, but fin, along 
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the linea 7ou aentione4 thia aorning 1! you 
woald llke to aee it now. ' 

ill r eacJ;y? 

Yea. 

Well, 11Uppoalng you read 1 t. 

I also have copiea, it I might pass thaR 
around to sCDebod,y. 

Now don't think1 Shoup1 I han lost interest 
in your calculations because I haven't, but 
we han got to do a little m.iuiona17 work around 
here. 

Th~ haven't spent the requisite thirty hours 
in education as yet. 

I have a definite suggestion to make, Yr. 
Seoreta17, about that; 

Wait a minute. You aee, Lauch Currie and I 
aasooiated so muoh with the Chinese that we 
thlnlc of what is going t o be a hundred years 
tram now. That is the closest we cen fet to 
a short run, im' t that right'l (Laugh er) 
What do you want to 11.7 now, Harrt? 
I was going to aay they han done a tremendous 
amount of work on that but I thlnlc eveJ.7one who 
has participated in it feels that it is nJ.7 
worth going on and I would like to see it 
formalll:tfnit Carl can 1 t spend the time down 
here, I they oul!bt to go ahead with the 
group in Waah.illgton wlio were working on it tor 
a couple of days and let them atay with it it 
it takes one1 two OP three weeks, because the 
Tre&aU1')' oug.llt to han the beat stuclT on that 
and there oUght to be agre•ent in Washington. 
It ought to go on irreapeoti ve of the tax progl'&lll. 
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\Vey can't Carl Shoup see it through? 

Wellf Kr. Secretary, I am ver;r interested in 
the thing, of course, but it takes a lot ot 
time . We can talk about it later, perhaps. 
There certainl;r 1a no reuon wh,y eomebod,y 
couldn't carr;r it through here to keep it a 
continuing study off and on. 

Ban ;rou got cl&aaea7 

That is the difficult;r. 

That is the trouble With 79Uth, ian' t it? -r:jr 
han got to be educated, ~Laughter) Who wo 
;rou suggest, so that this partfcular study 
can go along? Haw would ;rou suggest oarr;ring 
this along? Do ;rou want to thililC about it? 

Yea, let me think about that, 

You don't have to go back tonight, do ;rou? 

I am afraid I do, air. I have a heav;r schedule 
for tomorrow. Let 1111 think about that because I 
think it is an extra~~el;r important idea and SCIIUI 
wa;r or other could be worked out . 

I agree. 

Could ;rou come back Thuradq, Carl? 

Well, poaeibl;r. I will tr;r to. 

142 

The first five pages of this are exaotl;r what I 
read the other da;r and the;r will have to be 
thorou.cll!¥ revised now, blt the purpose of the 
first live pages is to give the reason as to whf 
BOIIIIthlng h&d to be done and had to be done now. 
The last five pages, beginning on page six, at 
the top of the page, preaanted the program and han 
bean aubetantiall;r rBTiaed along the linea that 
you auggeated this morning, and ma;r I read thoaa, 
please? 

. 
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t ... 

"For this reason I propose to present to 
the Congress" - and ;you lll&1 not wish to sa;y 
it that wa;y - "a major revenue raising pro­
gram. The program rougblf consists ot three 
parte: (1) Taxes to be imposed as soon aa 
possible and to be collected beginning 
Januar;y 1, 1942; (2) other major tax in­
creases and changes to increase revenue and 
to balance the impact ot the anti-inflation 
program on small incomes; and (S) changes to 
close important loopholes in the tax a;yst111 
and to remove hardships which have developed 
under the tax laws. 

"1. Anti-inflation taxes which should be 
imposed Immedlate£t. 

"The first recommendations relate to taxes 
which should be imposed at once ac that 
collection mar begin Januar;y 1, 1942. The;y 
are taxes which will withdraw purchasing 
power from consumers before it is spent. 

"The first recommendation tor anti-lntla­
tionar;y taxation ia the imposition of a new 
aupplementar;y tax on net income to be with­
held at the source on salaries, wages, diTi­
denda, bond interest, and similar items and 
collected quarterq throughout the ;year on 
other incomes. These taxes would thus be 
collected insofar aaJoasible like the p&f­
roll taxes, The;y wo d, however, have per­
sonal exemptions and credits for dependents . 
It is tentativel;y recommended that the rate 
ot this tax be 15 percent and that the exist­
ing personal exemptions of $150 for single 
persona and $1,500 tor married couples, with 
$400 oredit tor each dependent be allowed. 
The supplementary withholding tax would be 
deducted from net income in computing the 
income tax. Because of this deduction and 
because of the personal exemptions the 
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increase in ettectiTe rate of ta.x would 
never be the fUll 15 £!!cent and indeed 
would never be more t about 11 percent . 
A urried couple with no children and $2,000 
of income would have their combined with­
holding and incCIIle tax increased from $42 
to $110, or $68 more, which is 3.4 percent 
of the $2,000 income. 

"It is estimated that at present income 
levels, this tax will yield annually about 
$2.8 billion. 

"It is recommended second that the payroll 
taxes for old-age and survivors' insurance 
be increased. These taxes are at the present 
time imposed at a rate of 1 percent on em­
plorere and 1 vercent on emplorees and are 
scheduled to r1se on January 1, 1943, to 
2 percent on emplorers and 2 percent on 
emplorees. The recommendati on is that this 
increase be made one year sooner than was 
scheduled, It will be recalled that no 
increase was made on January 1, 1940, when 
it was originally scheduled. 

"The increase in tax would yield during 1942 
increased revenue of approximatel7 $0.9 billion. 

"I would like to stress the very great impor­
tance of considering and passing these two 
tax increases at once in order that the money 
mq be taken out of the hands of conSUIIers 
before it can be spent b7 t hem, thus reducing 
the inflationarr pressure of the increased 
defense expenditures. 

"Further, it is recommended that as soon aa 
practicable, the Social Seourit7 Board' s pro­
gram relating to the extendon of coverage 
for old- age and survivors' insurance and 
unemployment insurance srstem should be 
enacted. The change wi th respect to unemployment 
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insurance involves an additional 1 percent 
ta.x on the uq>loyeee. 

"The combined effect of these ohanges would 
be to increase the revenue by approximatelf 
$1.0 billion." 

"The above anti-inflationary taxes recommended 
for imposition as soon as poaaible would yield 
a total increased revenue of $4.7 billion. " 

What was t hat figure they gave me this after­
noon? 

Four point five . The1 ma1 have seen this. 
No I take that back. (Laughter) llr. Shoup 
told me at luncheon bow they couldn't pos­
siblf tell when the1 were even two-thirds 
through how thef were coming out , so I take 
that all back about having aimed for it. 

This is a prett1 specific tax program with­
out the return provision. 

What do fOU mean, "the return provision"? 

Well, I didn't know that it waa definitelY 
decided that fOU weren't going to give halt 
back in the fora of savings, of that tax. 
If it has been decided, all right , but I 
thought fOU said just now that fOU weren't 

foing to recommend &nfthinf specific. This 
a prett, specific, withou the return pro­

vision. 

I don't see that it ia 8Df lese specific with 
the return provision than wi thout. 

Well, aDTRT·-

Yes. 
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I think it ie better thh W&T· You can 
throw the other in afterward if you want 
to, when you make up your mind about it . 

Well, fUl11J8Y, what Roy has written down ia 
for the benefit of mf listening, and I am 
willing to go this far at this time anyway. 

"2. Other changes to increase revenue and to 
balance the impact of the anti-inflation tax program. 

"The additional social security payroll taxes 
and the new supplementary individual inc011e 
tax would fall ve!'f largel,y o.n the lmr inc011e 
classes . SUbstant1al increases in other taxes, 
to restore an equitable distribution of the 
total tax load and to raise the revenue needed 
to finance the defense effort. 

"It is recommended that the surtax rates of 
the individual income tax be increased; that 
the excess profits tax be made more effective; 
that the corporation income tax be increased; 
that the estate and gift tax rates be increased 
and the examptions lowered; and that the 
defense excise taxes be extended to important 
items requiring diversion for defense pur­
poses. 

"These tax increases should be designed to 
raise a total additional revenue of from $1 
to $2 billion. • 

That is all right. I would prefer from two 
to three . 

"3. Changes to prevent avoidance and promote 
eguity. 

"Finally, in an all-out tax program, it is 
extremely important that all known avenues of 
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tLX avoidance be closed. " 

Excuse me . Make it !rom one to three billion. 
!hat is a compromise. 

Yea. You aee you are talking about balancing. 
These taxes are coming f rom the poor. That is 
not an effective balance. 

Make it from one to three. That takes care 
of it. 

"Finally, in an all-out tax program, it is 
extremely iJaportant that all kno1111 avenues 
of tax avoidance be closed. It is likewise 
important that hardships and inequities to 
certain taxpayers under present law be 
eliminated. The higher taxes of the defense 
period make these hardships and inequities 
increasingly burdensome and irritating. The 
elimination of both t ax avoidance and tax 
hardships is desirable not only for fiscal 
reasons but for the promotion of equity and 
the maintenance of morale . 

"It is Qf understandin~ that the House Ways 
and lleans co-ittee ana the Senate Finance 
Committee are planning to undertake revisions 
along these lines in the very near future, in 
the so-called 'administrative bill.'" 

I don't know whether that last sentence is 
desirable or not. 

It is partly true, and enough of it is true 
to leave it in there . They do plan in that 
bill to take up joint returns and community 
property and so on. 

That is not one page, Mr. Secretary. The 
whole thing would run about eight or nine of 
these kind of pages. 
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What do rou think about it? 

I think it is very good, and I think you 
need that much. 

When you leave here, would rou be sure and 
talk with Shoup or anybo~ else to make sure 
that this stu~ - I may not have a chance to 
see Shoup again tonight before he leaves, but 
be sure that provisions are made to continue 
the at~ along those linea. 

Yea. 

I mean, I don' t want to drop it. Will rou 
take that on? 

I will. 

And see that that - I mean to be sure that 
Shoup or somebo~ •••• •• 

I was going to make the same point, Mr. 
Secretary, that Harrr made a few minutes 
ago, that this is awfully specific. What 
you are doing here, if this gets out, this 
is the tax program, and I didn't know from 
what rou said earlier whether you were pre­
pared to go that far at this stage . 

Well, rou have seen the other one. They had 
it right down. They had every "T" crossed 
and every •I• dotted. I watered this down 
a freat deal. I thought rou people were 
go ng to complain that I was too vague. 

ur . Secretary, do you think there is some 
7irtue in this, that if rou can put t he issue 
with them;how much greater deficit there is, 
and that rou must have more taxes, and that 
you must have part of the taxes which must 
begin on Jan~ 1, and by not raising the 
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question of the specific t&Xe~you direct 
their attention and their arguments to the 
specific question as to whether or not they 
are going to have more taxes or not . 

The moment you present them with a specific 

irogram, they may get away from the main 
ssue, and t hat will save you time for 

later to submit a specific program, after 
you see their reaction to the question, as 
to whether they are willing to go alo.ng. 

Tell, Harrr, the minute you •&1 taxes to 
start being paid January 1, they aay, "Oh, 
excise a?" 

You aay "withholding taxes. • You can de­
scribe it without a~ details. 

Oh, you don' t t alk to Senator George and 
Bob Dough ton that We;;f , Harry. They have 
been through this thing for years, and 
they say, ~ell, now, what kind of a with­
holding t &X?" 

Well, let me just ask you this: Is there 
anything in there that bothers you, John? 

No, air. 

Let 111e put it another way. I think I know 
what ia in Harry' s mind . Supposing after a 
week or two I wanted to shift. '!hls doesn' t 
commit me, does it? 

llo, it doesn't . 

I think the wording could be softened a little 
so that at the present moment I would suggest 
these lines, but make it the lines as a 
suggestion. · 
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SUppoee we put it this ftl• Would this be 
all rignt? That you recommend this with­
holding tax and then rou sar it the rate was 
fifteen percent and it the exeaptions were 
the present exemptions, the revenue would 
be about two billion. 

That all comes back to what I sar about an 
oral preaant.ation ot thh thing. I think rou 
will get verr much turther, lfr. Secretarr, 
presenting this to them or&llJ' than rou will 
br giving them a lllllmoralld\111. I think the 
memorandum ie Pandora's box, and once it 
gets up there, bingo! 

It rou don't mind~ father's atorr, ~en 
you have won rour case, quit arguing. • He 
sald that was the first thing his law teacher 
told him& ~an you have won your case, quit 
arguing. I agree with you. 

I am mute. 

I agree with you. 

Gee, I hate to do this to Roy. 

Ror, do you suppose rou could have something 
here at eight-thirtr tomorrOW' morning so that 
we could go over it? 

I could have something here at seven o'clock 
tonight it rou wish. 

I don't want it at seven o'clock tonight. 

Well, I can easilr have it here at eight­
thirty tomorrow morning, because I don't 
oonte.mplate a very big job. 

What I was thinking of, it you were here at 
eight-thirtr with lfr. Barnard and Sullivan 
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wai ting here at the door etep for us, •• 
could &O over it, md thm I thought I would 
let you present it ora111. 

If ;you think it will haTe the foroetulness, 
of course, but it can hardl;y be aa strong 
from me as it will ftoom ;you. 

It I can learn it in halt an hour, I will 
present it. 

I think, 1fr. Secretary, ;you can have eight 
or ten lr.e;y ligures on a piece of paper in 
;your desk if ;you need to refer to them, and 
;you can talk this off the cult, and I don •t 
think it can co11e from any of the rest of 
us anywhere nearl,y as etfecthel,y as it can 
from ;you, and I know Ro;r understands that . 

Of oourse. 

I wi ll be here at eight-thirt;y in the morning. 

V~at time are the;y coadng, air? 

Nine. 

Would it be possible, Kr. Secretar;r- I don't 
know how the;r work in these things - but it 
;you had ke;r sentences and ke;y figures on a 
page. 

At h011e tonight? 

Tonight or in the morning. 

If you could get it to me - when does the 
Treasur;y hour go on? · 

Eight o'clock. 

If I can haTe it by nine o' clock, I will be 
free. 
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Well, I will give you two things at nine 
o'clock, Mr. Secretary. 

All right. 

One is this memorandum which I still think 
ought to be completed along the lines we 
have talked about and t he other is an attempt 
to sort of outline it on a page which you 
aight use either in thinking about it or 
actually in speaking. 

I still would like to meet at eight-thirty. 

That is all r ight. 

And then af.ter these Senators leave, you can 
go home and go to bed tomorrow. 

Oh, don't worry about that, wr. Secretary. 
I f you don ' t keep me up tonight I will be in 
f ine shape in the morning. 

What do you think, Jake? 

I think that is the way at it, ~self. 

Lauch? 

Yes. 

Are you satisfied with that, Harry? 

Yes, I think definitely that is the way to 
do it. 

Well, now, the main thinf, Barnard, I don't 
want to lose this very f ne wonderful effort 
that everybody has been putting in, you see. 
I want to continue this thing, even though 
they tell us we can't have a tax bill. I 
want t o continue this thing. It i s extra­
ordinary what you people have done over the 
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weekend and the long hours and I want to thank 
you all. I appreciate this terrific time that 
has gone into this thing, and I don' t want 
i t wasted, and I won't let it go to waste, 
rou see, but I will do the beat job I can, 
and I am just asking Ror to do it rather than 
somebody else because he knows better on the 
tax thing how I like to have i t . I have 
been in this ja. before, and he can feed it 
to me better than anybody else. 

Mr. Secretary, can I say one thing? I don't 
know whether Harold Graves has spoken to 
you about hie worcy. It I'IIIIIOrs get out, 
and then nothing happens--

Excuse me, it was fed to me through Blough. 
It was given tohUD b7 Kuhn, 

All r ight. I got that. I didn't meanto cut 
you oft, but if something gets out - but I 
em afraid it is too late, end I am pertly 
to blame , The reason that I was doing it 
was that I wanted to prepare the public for 
this thing, but Blough told me that if nothing 
happened for three or four months - I didn' t 
mean to cut rou off Dave. 

We would begin to lose at once--

Soaebodf told Blouen, and Blough told me that 
we would lose that thing. 

All r ight . 

Blougb got that to me. I am afraid I am 
pertly responsible because the New York 
Times ran that stupid story as though it was 
a teet and then they asked me about it, 
the Tribune and the Wall Street Journal, and 
in order to explain it to them{ I went into 
great detail . But I didn't wr te the Times 
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story, KcCol'lllllck did that. 

I don ' t think those etoriee ~re what he had 
in mind, )(r. Secreta.ry, It wu that we should 
do all we coul d to keep this from being talked 
&bout &round the country it there is to be no 
action tor several months . 

Well , this is the thing . I told the Presi­
dent that I was going to tlnd out from these 
two gentlemen whether there waa aey hope of 
getting the thing, and then it there was , I 
was going to ask for & chance to see him and 
that must be agreeable t o him, because I rt 
a memorandum from him sort of bearing tha 
out tod117, so I think we can . stop now. 

:154 

Regraded Unclassified



.. ... 

. . 

.1·· 

r.ovioion o:' 
::ovc!Jbor .: , 1:) : ::. 

'"'O'~' ':f" ~· F0:1 ':JU.::; r. 'F T:t!: ~J:Cl~!:TARY IIl 
'1 ··~ 1..: :: ! 11 · ':i!t: ,,:~ ~;>o :'.F:.'L.. ruE rr.o'3r .. 'l! 

... . . 
' . -. 

, l~l!l, ! ;'Oi!'!tc~ ou~ ~-~ ' , 1:-. !!1o li;bt or 

. - . 

;;o.l 

::;cu: ;>O it:on !Jut cs:-ccin!lJ to .w. ~ntr.b cco:1onic 

'" .:·~ ~<" ... ~o · ·crcn.;o t1.c c .... .: t o~ t he ~c:cn::o :'11'0 To. ., 

' .. • .1. c . 

'l'O t' · • ~~ t l.c ;>r:cc ri~cw lJ\YC leon ~c c:Jt:.:.:ltcc 
.. ,,.,., , . ..,. ........ ....... 7 e cc.s!: 

:.n:: t·:~c.. .. OYC. ~ 5! percent 

~:. :•o'.lc. or .ccii .. ' ~:.: . i :-. 'lr.t ' o:-..c ··~ t!LI'OCt ILUS 

.. c£. - · .. / ·:.:• :o·,4 c:· ! :o:!.: t c.n.l cct•t: · n to::tal:::c 

c::::!:, .. lon~ nrc no.., nt L ... n~ . 7-.c;: :. ,:c Zt!C •• na ~or~c.nt 

'.t • • •· 0 I i •• ' •• 1 ~ 0 l'Q • '•'•'", •• · . .. ... c.; .... o .::o...:_.a "'e : 1 ::co. i1:- • ... 

' 

155 

Regraded Unclassified



- 2-

On the bull ot theca atudiea 1t appeare that by 

Juno, 10·;2, the doi'onae sponding or the Federal Covcm­

!30at 11ill bo at a rato o£ about $1&1 billion por roar 

above tho r ato or doronue spending in Juno, 1041. It 

oppoar o t hnt revouues will oo ocn.lng in clurlnc Juno, 

l().l!;, at tho t• nte or about 3G billion above t he t•ato oi' 

JlDlo, lJ•ll, such increase j oins due i n par t to t ho 

e::cc~o o: tho t•ute incroaycs or tho ® vonuo :.cts or 

1~0 and 19.11 and i n port to tho lar cer £1011 of inccno. 

/.not her ;:3 billion, a t cos t , or tho increased 

Jercnoo oxpondituro ony bo countornotod by a reduction 

in conJJr.JOr oponclin1~ on oonouoption !:OOda and set'Vioes 

_- 156 

anJ b; n reduction or buuinos~ spondine on pr i va t e capital 

:;oouv. :>Job r ouuctions 11ill be causod b;r doronoo savince 

bond purclU~ oos , by pr iori ties, by the u:111vnilabilit;r of 

~a und b;r a n~bcr or other rostriotivo iactoru. 

;·lnal ly, Sl billion i u ll:Co~· t o bo aboorbod IT/ an 

lncrcaoo i n corporat e reocrvoo, and will not roach the 

han.!; or con:ruoeru. 

: i10 total orfsot to the i ncroaced (.'0~01'1~-.!0nt spend­

inc lu, thor oforo, about 010 billion, l eaving 05~ billion 

or pu!'chnsi ns PO\YCr that llill bo pushin-:; prices Upl'lard. 
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At the ...- tt. that thla lnoreaaocl pwoobulzlg 

powor will be anilable fop eXpelldituro, the now of 

cooda for oivill.llll uae will be at a reduced rato. 

~ronse needo will, aa atatod above, ro~uire about 

JlS?l billion 1110re b)' next June than laot Juno, Yet 

lrJ June, 1942, tho total real output of gooda and 

set·vlcoo will probably be no more than $10~ billlOD 

per yoar !ti t;her than in .JUJIAI, 1941. l.lanoe, obillan 

output ::ust be cut dCMn b:f about ~ billion 1n the 

W!o period. Aa noted above, $3 billion of thia 

decline rr»;~ como about as n r esult of defense aavlnc• 

bondo puroh&sce, priorities, ohortaces and other factor s , 

but tho rest of the decline lllllst be achieved through 

lncrca:cc taxation or other expenditure cont rols if 

prices are not to riee. 

To absor b tho excess purohaelne poncr ot 35~ bil­

lion and to aloo reduce private spendln~ at tho rata 

or an nddl t i onal $2 billion, n total of ~t billion, 

•111 requiro o.bout $0l billion 1n increased taxas with­

drarm ourrontl.¥ frOill the lncomos of conall!len. The 

apparent dlaorepanoy of $1 billion hero reflects the 

lndiroot eL'i'ecta of the additional taxoe. If the decllne 

in private apendlnc due to priorities and t.mavall.Abillcy 
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of c<>odG h 1eoa th1111 the $3 billion lliOnt l oDGd above, 

1111 ovon l 11rcer llllount of taxes will be nooded. Indeed, 

tho total amount oi'taxes needed to prevent 11 aubatan­

tlnl riao in pri ces in Juno, 1942, mey be no hi ch ae 

$0 billion annual4'. 

Fo:- technlclll reasons tho fl:urc:~ given above we.re 

e<CJ'Uted 1111 or tho oonth of June, 1942. "nla Deed for 

increased w revenue would not be qui to ne !;l'tla t in 

Janunl'i· 1 1942, but will be vocy auch creator t han tho 

revenue to be derived fro!l 1111:'10 ncm in offoct. Fu:·t her­

,)orc, beyond JUno, 1042, t ho needed rn to of increaood 

taxoo rJAy be oven crenter than for Juno, 1042. 

It should bo very clelll' t.hnt tho burden of the 

tuas r.eoaas1U7 to hold do:m price r ises will bo no 

::rcr.ter than t ho wrdcn 0~ t he price rlco3 thet13olvoo. 

If t ho coot of llvin::; j;OCS Up 5 pcrco!lt , it imposoo i n 

c!foot a 5 percent cross incoco tax nithout oxoapti on 

on t ho lowest inoOIIllll GJ'Oups in tho countr; . Inflation 

io~oson burdena as rcnl as t axo:J but in the oaat of 

inflation t ho money docs not co to tho covornment . 

It allould not be necoa8&1'7 to DOntlon the veey 

sorloua ovlla oi' 1nfla tlon and the creat l.z:rport ance of 

;lroventln; it . Wo lll'e all fmi llar wl th the 1111,7 1n ahlch 
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it burdeaa the poc-at bulk ot the populatlOD, iJao)mtq 

tho lOINet ilaoc.e groupe, flaaDol&lq e.bvraaMa State 

and l ocal &OYel'mlllnh, iAoN&Ma the ooet ot deteuae 

mnterialo, g1vee opportunltlea tor pPOfitoeriug &Dd 

other .. loo h&l'l!liDg aDd dOI:Itlralldue the people. ~t I 

would like to atNa:: is that •• have reaohed the poilat 

lllore vigoroue aotiou ia needed now - wi tbout dela,y -

it •• are not to bl:.ve BD accelerated, doatructlve 

infllltloD&cy prioo rise~ 

The problem of provontine illi'lation noeda to be 

ettaokod ehlultanoou~ly on all fronts. I bnve repeatodlT 

D&id thnt non•defonae oxpondiluree ohould bo reduced IDd 

that i t ia i mportant for i ndi viduale to inoNaoo their 

purohaoeo of defenae bonds. Frou tit10 to tl.M I have 

QCiltloned othor 1110thods that should be adopted to help 

ctavo orr deetru.otive price rhea. But all theue plana 

to(Othor will fail it t he deficit nov eati.allltcd at 

Sl2.C billion for tho fiscal year 1942 oontinuoe to 

(lN)w and tho Federnl Oovermont continuos to pour out 

purolllllinc pollllr to oon811r.10rs without nt t ho allllle time 

taklnc baolc a very oubstantial pnrt of t ho incroaoe in the 

tol."JI or taxoa. 'lhe mona~ 1o bein£ paid out no;r. If the 

tuoe are to help provent prloe inoNaou thq wet be 

luJ>oood at onoe llDd collected currontlr with t he ine01:11 pq~~~nta. 
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For thh r caaon I pi:'Opoae to prceent to the Cong,oeea 

a co.jor roveDUa rahlng proe-r&::~. 'l'ha pi'0;7Cl rough}; 

con3lsta or thr eo pGrt3: (1) Taxoa to ba imposed na 

soon n; poo ~ible nnd to be collected bog1nn1~~g Jan1.111ey 

1, l~l:.! ; (2) otho:- maJor to.x inoreCLaoa o.nd changes to 

incron~o r o>onuo nnd to balance tho icpnot or the ant i ­

l:l!'lntion pro~• on =11 inco·10a; and (3) obanr;es to 

clo~c io;'orto.nt l oopholca in lho tax s-Jotn and to reoova 

h:l.rdsh ipo uhi ch bllve developed under t ho tax lowe. 

l. oood 

l'ho first rocolllllllndations rel11to to ta.xos which 

should bo i mposed n t once so thu t collootion t!IOf be~:ln 

Janunry 1, 1912. Tho7 nre t o.:.:os nhich :1ill 11i thdro.n 

;:urchnoin.; poue:r i'ro:J ronS\UCrs boi'ore it 1u apont. 

Tho first recommendation i'or anti- i nflationary 

t~xnt:on l3 the imposition o!: c nell supplc:lontar-J ta.x 

on not lne~e to bo ni thheld nt t ho oourco on ealarica, 

" :;c~ , di vl dondo, bond interest , nnd oinilnr iteno and 

collected quo.rtor ly throu£hout tho yonr on other inooaos. 

Thooo tuxoo would t hu:: be collootcu lnao!'ar no possible 

liko tho p~oll ta.xes. Thc7 iiould, however, h11vo 
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pe· son11l oxo:Jptiona and credits for dopendonto. It 

13 tc~tntivol1 roco~ndcd that tho rato of th i s t ax 

be l!i rorcont and that t he existlnz personal oxocptions 

of ';,750 for singl e persona and 01, 500 for !ll&.rried 

cou:lo~ , uith ~400 cr edi t for each dopondcnt bo allowed. 

~c r.up;-lcncntnr;r Tlithholdin.c; tax uould bo deducted 

f:oo 1 ncl i~co,c in CO=!".ltin: the inco:JC true . !Jccause 

o; t ' I: <l ccl:lction ~ because of tl.c por:~onnl exo::xpt i ons 

t l.o i::c!•oaoe in effective r alc of tax would never be 

ti.o !\all 15 percent e.nd indeed rrould never be oor o than 

nbout 11 percent . A ma.rric.: couple r11th no chil.:rcn 

nnt: ~2 ,000 or income would lv.vo their oo.~binod with-

hol in: and inc~o taA in renccd ~or :12 to 0110, or 

:c: .0! c , l'lhich is 3. 4 percc.:lt of tho e2, u00 incOQc. 

I t io cotioated that nt pr cccnt incoce l evels , 

t:.~ true ui 11 ~·ield nr.:::u:l~· about ......... .. s ... (l bllllon 

:t i . rcco:Dended :;cco:tc thnt t:.o pe,;rroll t axes 

:or ol !-nco and ::ur\'ivors' inGUra!'\CO be incr onocd. 

' ;, ~o L~~:c : nrc nt t!te :we cent tine il:ron«-d nt c. rnte 

o' 1 j"C:·oont on ctr.Jlo;,·crc r.:1d 1 !'C!'cont on OOJll07oes 

n:: • nrc ochodul od to ri :;e o:1 Jr.nu r;,• :!. , l:JI\3 to 2 per­

cent on omplo;;oro and 2 percent on ooplorco~ . rho 

rcco::::~endation ia t hat t :.J. s lncrcnso bo :llldo ono ;;oar 
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eooner thaA .. toh..,tl.a. It will 'be rooell.a 

thAt no J.noreaM .. •do on J&IIW'7 1, 10&0 1IIIOD 

it rtas originall,y scheduled, 

nle incroaao in tax woul d field during 19&2 

increased revenue of appro~tclJ ••••••••••••••• $0.9 billion 

I \IOUld llko to atro:~s t ho VOf"/ erent illpol'­

tnncc oi conoidorill;: ond paasin.; thoso tuo tax 

incroaooo at once in order that tho :JOilOl aq be 

taken out of t ho hands of cansuoers boforo 1 t OOD 

bo spont b1 the~, thus recluclnc tho lnflatlonaey 

pressure of the l ncroo.sod defoneo oxpendi turoa. 

Furtl1or, 1 t is recollltl8nded tha t as 110011 aa 

pro.clloo.blo, tho Social Scour itT iloclrd' s progrm 

relat inc to the extensi on or covcraco for old-ago 

nnd oui'Vi¥Orll' inauror.cc a.."ld unouployqont inaur&11041 

and tho r ovia l.oc o: the Wll!l2plOyt~CDt lnauranco 

lrJSto::~ should be enacted. The c:hance vi th roapect 

to un«Jpl~;gent inauranco involves an adultloaal 

1 porcont t u on thci eaplofceo. 

The oCl:llbl.ned effect or those chqes would bo 

to lnorcuo tho revonuc b; npproximto~ ••••••• ~1.0 billloc 

'ibo above anti-Wlation&J7 taxoa reooi:DOnded 

tor lcapoaltlon u soon u possible would fleld a 

total lnoroaeed roTODUO Ofooo••••••••••••••••••• $4.7 billlon 

Regraded Unclassified
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~10 additional social occurity p~oll tnxea and 

t he ne11 aupplel4Cntary individual inc0111e tax woultl i'all 

vorl larcely on t ho low incanc clnsces. SUbst .ntinl 

ir.or a:eo in other taxes are neco&Gai'"J to balance the 

lmr.:on o:' those taxes, to ro::tore nn equitable distribu­

tio:l ei' the totnl tax load end to ral :Je the revenue 

nce~od to finance the defense e~fort . 

I t i o roco~nded that tho surtax rates or the 

l~lviduel i ncome tax be increaooJ ; t hAt t ho excess 

profit a tox be · u.nde more effective; t .. nt the corporn­

tion L cooo 1.nll: be increased; tl t t ho ootate and ; U't 

tax t•otco be increased and tho OXG.lptlono l011cred; and that 

the doi'onse exche taxes be extended to itlporto.nt ite:Ja 

ro~~irin: diversion ~or defcn~c ~ur?Qcca. 

7!\o~o t :u: incrcnses sJ-.oul.! be deoi01cd to 
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rni ~o n t otal additlonnl rcv~:~o of ~ro~ ••••••• $1 to $2 billion 

3. Ghancoo to prevent avoidance and prOODto oqult;r. 

!'innlly, in en all- out tnx pre:;rn. ., 1t 1:: cxtro:llOly 

l!.1. o:-tant tbnt nl l known avonuoc or tnx avoiuo.nco bo 

•lo3cd. It 13 llkc~icc important t hot hardships BDd 
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i:~oqui tio:: to certain taxpa,yero under preoont law 

be olloinc.tod, ';he hijlor tc.xoe or tho defense 

por l ocl cake tho::e hardships c.nd lnequi tioo inoroasinel¥ 

bu!'ilonoooo c.nu lrri tatin:;. Tho elWilLit i cn of both 

tn. nvol dc.nco o.nd to.x hardsh: pc is cleoirable not 

on!¥ f or !'hcnl reasons bu t for tho pro~tlon of 

oqul!.J Md t ho cain:cnanoe of ::orale. 

I t is :-.1 underctc.ndin~ thet the l!ouao r:a7s lllld 

!:Cnns C=l ttco c.nd tho ::.Onate Pi!lLinco CollEii t toe are 

plnnnin ~ t o undcrtrutc r cvioions nlonr. tho~o l i noo 

in tho vory nonr future, in t ho oo-cnllod "1uruniotra-

tivo bill. '' 
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UI:tn.'UU All)WT OF 'tU!S :IEEDID 
POR CALE:ID.lR YEAR 1942 

I:l!"lntionaey toroea aro now at work 4r1T1ng prlou 

up~JCU'd. Thooo llill be 1ntena1t1e4 liT obAn;ea aw-1ng the 

ca:li~r; no:1tho in :;ovol'%llellt oxpon41 turea and other factora. 

111tae ohoncoa &I'O doaorlbed bela.. 

In October 1941, total expondituroa for dafenae ver. 

.. 
- · 165 

MIMi l'-t; at tho rato ot $21 bllllcn a '/e&r. Y In addition 

tht !'ocorol Govol'niJC!lt no,-t-d8tll:lae expand! turoa were at a 

rate ot 06~ billion 11. f&&l'• Thua ln October 1941, 

expenditures tor dofonao and the rocuJ.ar activit!" ot the 

Federcl Govel'lll:llllt were at tho rate ot $2'7?/ billion a '/1&1'• 

In the samo month taxes uore being collected b;y the 

Fedornl Govol'lli:IOnt at a rate of ~ billion a ;year. !:/ The 

excess or expend! tureo over tlu oolleotione •• therefore at 

a l'llto or $18 billion a yoar; $1.6~ blllio::~ rop.re~tnt~ the 

oxcoco o! oxpondl turoa bj' tho Federal Gonft.l:lellt, the other 

S~ billion roproaontbg puroho.soo liT torolc.t countriea. 

}/ About $16 bllllc;a ot th1 s total roproeonh di rect 
expondlturoa b'/ the Federal Govomcent; Jl~ bllllon, 
ex~ondltur" b1 National Defense Corporation• ; an4 
Slii billion, puroho.sos by foreign oountrio•• 

Y Total liablli tiec as dlstL'"l!!Uie~d !ral oath ool· 
leotiona were at tho rate o! $15~ billic;a a fear. 
The•o f lgurea do not include the stat .. • •bar• of 
Social Seouritf colleoti(IQB tor un-.pl~nt insurance. 

Regraded Unclassified



- 2-

In oal111cl&r 1942, total expe~~clltur... tor clettaae are 

upeoted to be about $31 billion, Ol' $10 b1ll1011 hip• 

til&!\ the Octobtl' 1941 nte. Fedenl non-defenM upt~~cll tu.ea 

are expooted to be about the Bllllle, $6t billion. Total detenae 

and non-do!enae expencll tu.ea ue expeoted to be $371 blllicn, 

or SlO billion gro&tel' than tho Ootobol" 1041 nte. 

Tnx oolleoticna 'b-J tho Govemnont, under exiat inc 1e~e­

laUon, aro e:cpeoted to be $1G.O b1111on in oal111d&Jo 1042, 

or ro~ billion high.• than the Ootobel' l94l nte. }/ The 

excess ot expandlturea OTel' tax oolleotiana vill thol'Oi'oN 

be C:Jl~ billion in oalond&r 19421 Ol' about $:» b1111cn DON 

than t he corNaponcllng excess at the Ootobel" 1941 rote. 

That is, becauae defenae exponclltu.u will inol'eaae moN 

rapidli' than tex colleotlons, individuals and oorpontiana 

will have available ~ billion ooN inccce than they bad at 

tht ilotobor 1941 nte - - ~ billion that tha1 can tey to 

1111 to buy oo!liW»l'a cooda, eNP thell' t.aineaaea, aubao•ibe 

to dofoJl oo bo11da, pul'Cmae itn'eatt~enta, ol' hold idle • 

• ~t t ho ICII:lO title that i ndivichala and buaineu oonoel'lll 

11111 bo r;ottlng ~:~oro apendable inooce i'l'OLl tho def 11110 ei'i'ol't 

nnd the f'edera1 Govel'lliiiClt 'a reaular aotivitiea, thq will 
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In Ooto'btr 1941, national inome aa 1'lllll1iDg at a rate 

ol $95 billion a "IN.r• 11 •• noted aboYe, a.t.r.•e •• ta!dnc 

$21 billion of the national ino01111, lea'rlng $74 billion for 

o1Yil1llll uao -- th&t 11, for oonl llllption, f or private capital 

coocls, llllcl for tho activities of Stato and 1ooal g<rre~111ta. 

In calondo.r 1042, na tional inca:~~, meaaured at October lOi\1 

prlcos, i a expected to be at 1eaat $90 billion, or at lout 

$3 billion hi&}ler than t ho October 19<'.1 rate. Dofeooe 11 

expected to tako $81 billion of the national inoOQO in 

oall!ldar 1942, laYing $67 billion. 'l.'la aaount available 

tor civilian uae will thoroforo be $7 billion leas than in 

Ootobor 1941. 

~dor theao conditions, tho llliiOunt of eroeas purchaaing 

poii'OI' r;ould be about $102 billion, cocputed as !ollowa: 

:3~ billion 1a the net 1:1ount th&t Govemnent will be adding 

to tho sponclllble i nccces of individuals a."ld corporations 

OTor and nboYo tho IU:IOU!lt it wa adc:line at the October 1941 

rato; ';I billioc is tbe net reduction in cooda and aervice1 

&\'Uilnblo for ol vllian uae. 

Tho nooCillpanylne tnblo allliQU'lzea t he11 .rlsurea. In 

addition it lhawa the miniJm:l amount of taxea eat l.mattd 

to ba nooded in oalanclar 1942 to keep prloee at the October 

l9<1llevel, auuming the extent of prlor lt118 and other 
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dlreot cootrola that no. IN:I likelT. !hl.a win!- ~M~mt 

11 U/1 billi011 . !hl.a 11t1cate cannot be OCIIIpUted dil'eotly 

!r«1 the other figuna in the table beoauat ot the ntceui~ 

or taldn& into account uany other taotol"e that arreot tax 

needs. Soce of tboee faoton thAt w baYe taken into 

account o.rea 

Tho 11Yil"11y' or prioritiea, allooatioo, and other direct 

c~trols ; poaaible cbangoe in the de;;reo to ldUcb coM~ara 

will spend rather than eaYo their i ncocee; pocolblc ~oa 

b the doeil"' of privata buainoea • conatruot nft plants 

L1d oquipmont, l"'build old plants and equlpiiO!lt, or build 

~ invontoriea; the indirect effect of taxea pnld by eooe 

on tho apondint and enlnt of othll'&J the speed at which 

GQVomr.cnt apondi n~; 1e outstripping co•el"llD81tt tax ra.onue; 

the speed at which our added detenee neede are outstripping 

<IW' add.ci powr to produce; and so on. 

?hie eetlmte tb&t $41 billion is the tlin.lJ:IIIl 81lount 

or taxes needed uaucoa thAt tbo11e taxee rzlll 1n c~noral 

bt b tho i'ol'tl ot a nat rate tax on incccoa above certain 

tllnlw:! oxaptiona, t ho tax to bo r:itbMld CUJ'rontly 11t 

•ouroe. It' other tax meaeurcs r:erc to bo used, tho atlOunt 

ot U.Xoc needed wuld not be the lllllleo 
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It ohould bo qhonUod that thou 11ticatee aro fOI' 

tho calendar 'llltl.l' 1942. !iince defanee apandlnt: io expooted 

to rlae throughout 1942, e. smller amount or additional Uutl 

vlll be needed enrl:r in tho 1011r, n larcor llmOUilt lnter in the 

ytar . For thlo roe. san, 1 t uight bo deoirnblo to illpoae n01r 

cnly the cinicll:l aoo\r\t or tc.xos \71th tho oxpectc.tlon of 

ilQe&ing additlCillll tnxos later an l'lho.'l tho noed for tb«< 

11 nppcll'ont, and tho oourae nnd !Ulture of tho dafenao proj;l'lll 

in the latter part of 1942 is clenrer. 

Fin11lly, other censures than tamtion cllll help to control 

inflation. Sooe of those are alrondl i n force or uo cloorly 

!oreahlldOI'fed. Thoao have boan nllouod for in tho eotl.mo.te• 

or tax noede alTon above'. But thoro llr8 still othor measuroe 

that 11ould !'urthor reduce tnx needo. !;a:lO OJalll!lleo aro: 

~e reduction of Federal non-defense expandituros; oore 

atriJgoot control or oon81Xl81' credl t; a:Jd llll ap:oonl to !;tate 

and local covern:lOnta to roduco t:Wir oxpondi turce b!t not 

to roduoe tax ... 

::either these CIMl&urOB nor tc.xntion nor both tor;ether can 

pravont price rises resultine frotl opeoial f11otors affecting 

puticular oamuoditiea -- for example, the part of the recent 

inoreasoc in the prices of cotton ~~nd wheat caused b7 tho 

i:Ol'll'lllJent ' a loan prograo, and inc rea ate i n t.bl prioll ot 

la::t bporttd OCIDodi tillo 
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liiiitai NU ih i liiONiii il& 
OctoberliU 

0Cto6ii' I Cilendii' : to 
l.94l : 1942 : c&l.endar l9t8 
(ih bllli&ni ol doll&ri) 

Deionoo oxpend1turea11 $2:1.2 

;edol'lll non-detanaa oxpandi turca G.G 
~ot&l dei'eoae and non-de!enu 
expenditure• (ltea 1+ita 2) 11 '.?:1.7 

'lotal tax receipt& under 
oxlatinc 1e&1al.Lticn 9.G 
f:xctGS or expendi turca OYer 
roooipta (itea 3 - its 4) 11 lG. l 

:iatiCilal inotc~e, at Ootober 
llJ.11 pricea os. 
liational incCIIII availab1o for 
oivilion uu (1 tOlll 6 - i tee 1 ) y ~.o 

'i'otal Ol:IOUII t of I XCIII& purchasing 
pcx.o:• (itCD 5+-itea 7) 

!linii= ll.tlount or additional taxos out 
or ourro.•t inoCDO needed i n cll.londar 1942 
to :.eop pricea at tho October 1941 lovol. 

~1.2 $10.0 

G.5 -
ffl.7 10.0 

:u;.o 6.4 

21.7 3.6 

08. s.o 

cp.s (decreaae) 
7.0 

10.6 

Includoe expencll turea by II&timnl Derenae Corporations o.nd 
puroltluoa by foreign countries .fin~~.no.U ouhlde or tho budcat. 

Duainoou taxea appr oxi.cately eqw.l non-doi'en11 opdin& in 
Oct?bot• 1041. For t hla roaaon, it 1e proper to cr.rri Ye At 
nationnl tnoCIIle available tor ciTillan ual, including use 
b1 State and local goveMU:Ients, br deducting the defense 
expendi turee from nation.al income. Otherwl.ae, an adjustment 
•oul.d have been neoessaey. 
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I Mr. bell's comments written in the 
left l•and mar!<in and which arpear In the 
photostat were erased from the r ibbon 
copy of Dr. Currie's memo when it was 
returned to the uhite house. 

' 

. 
• 
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THil WHITil HOUSil 

WAS H I NQTON 

October 9, 1941. 

!<!)IORANDUI.! FOR 

THE SECRETARY OF THE TREASURY 

F. D. R. 
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THE WHITE HOUSE 

WASHINGTON 

OltoMr 7, 1941. 

a..a '' sd ..,,, gt he'', §eew:U.z rr.a6 
1. J.t S.OZ..W,. lk4;oatbaa'• imit..Uoo I lwft ll&t 

l.n CO I .-beT of Mdiap OD \1111 ftbjMt. at the !l'ta•urr ud t1JI4 .,..u ill _,. wt.tll b.ito podUoo. 

2. I • r • tat ~ a rned onr \be i*"i ul M 
!111Uate P..s.nl .,-. tor ,_nl reUet. It tld.l S.. 
DOt at tbl GJ-• ot 1PJ. w are ill the poaiti.OD ot ta-

~ .. c:MIInc DOD-<Iat- apedltul'll •• the NMncitl 
CCP41t1oo of ltl\81 S.. ~aDd tbl DMCI "'e1n1oldJ>r, 
1t ""CPC"Mt..d br a nt ill 1PJ. 7011 will be cri.Ucised tor 
ci~ ap the l.al; ~ t or 110111 reUet rata. tlaa the 
"dole' . A pollibl.e w:r o& S.. to ~ t..s.nl. ,raaa 
to tbe ~ d1Mbled ill additlOD to tbl blJDd. 
!'bon wolll4 be - locic ill tb.ito U tbl JI"CIW -Wopl.atea PYlae •oJA ace llllu we e• to tbl N.-
-.ncl ~:1¥ dilabled, aDd the ..-. woW.cl loGt 
&Iter • rood porUoo of tlla eu1oat "DDIIp].OJ&blll. 

). I t!Wik 'lftr ~petioa tbat. P..s.nl .,-. tor 
old ago aae~, depe._. eld..l.drc _. tlla bl1Dd be 
tlkm out ot the "--pt aa4 ellai';ed to the Olcl J.p .._.,e 
Pl1h! 1a perfeetlT feacibl.e aa4 I01Dl. '1'!1.!.8 WOQlcl pe!Wlt I 
boadget&17 cut ~ t357 111llioo ill the em 1 d tbcal JMr 
wl ot 1600 - t900 aU11oe U the - propoMd .,-. ..u. 
~pt.ecl. ltWI nc&I'G to the ; uMd lean ttl lallor 
o.,j ect1oa, I •?e ee ' d CNt ...,..., •• 100 de ..trl.Mr 
&Di be uauru • tbat ftllb tean an aze 11e••· 

. 
• 

' 
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LEND LEASE ADMlNl.STRA TOR 
~O.G 

SlllU- NY. 

lfonmbor 41 1941 

The llonorablo lleiU'y llargentbau, Jr. 
SecretAry ot tho rroeaury 
'l'rouury Department 
r.u~~J.Ditoa, D. c. 

Door ll&r7, 

-

TbaDk you for your ,..I:IOt'aDdulo ot Ootobor 27th 
and tor tho charts ace""~ it, all ot whicll are 
100st eo01proheneive and enllghtO'llina. '!'hey rlll be ot 
creat help to ua. 

We haYe been working w1 th llr. Uack Of your 
Procurement DiYision on • letter he ie to oend .,. 
1JU8gest1ng 01'11 ..Uoeete Mter1ua on a 3 montha ' 
boaie or longer -.nd whon t his 1a rooo1vod, I will 
im::>odiatoly refer it to SPAB and OPU for consideration. 

With regard to the reYolvin£ tund procedure, 
lb-. l:oCobe discussed this 1n 1te prol1111nory pbuu 
with Mr. llack lut week, -.nd •• ehculd be ablo to 
aub:ait a 110ro det1nite plan to Jtr. llack witbin the 
nut few d-.ye. Beedleaa to ea,y, -.. are doing .,.ory­
tbing witbin our power to speed op tho adoption ot 
tb1a new procedore. 
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.,., ... Lol ... 11u ubd .. to truarer to -... om .. 

ot hoto u4 J'lpno, - I taU: wltb 7'0" a1oovt 

Wo at.,_ ~-' 

• 
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Nliv 4 1941 

........... ~. 
J • ~..UC kr..t\11 ._ r~n:r:l· 

Up ..... , ~ .. .,. ~··· JUth1.-tS. 

1a .... "1'1 ·~ ...,.. - ,.. .. .,. 0. ...... u.t. 
fte ... HMJ'Ca 1M~ .... ,.., Mlk ... aUe -

ot \lie .. .,. ..to ~ • t.11o ,,.... ... 

fteM rooo.No .., 11o ~ • ..,. 

~••en,- •Mt. ..... an tu ,.., ,..,. • .,, .... 

a1aeonl.J', 

fte ...... ~ 
fte SMn\uF ot t.11o .. ., 
.. ~.D. C. 

, ;, - __ .-' 3 '>' 
8rll4- .~--

File sa .ilo.r. 'IJIOillPI!Oil 
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WAR D EPARTMENT 

WASH INGTON 

·~-her 4, l 94l 

HOilarablo HOIIZ'T IICircmth&u, Jr. , 
S.crot&%7 ot tho tr......,., 
• •biuct<>a, D. C. 

Dear He...,., 
I aa clad to II&Yo tho ual.J'oio ot 

Date~~ao l3olld broo.dcaato 'l'hich lla•o 1nolu4e4 
rolorcc .. to tho J.rrq. .Aa you .a;r ban haar<l, 
~~.JL!'!' ~ a ott~ ~ t,o All: 
coiU'ago tho aale ot Deteoe llolllU t.hroughout 
thi"lrar >liJ!Y.~t, w1 th era tit)'1.a6 rooUJ.r.; 
EYery ottle>er aud esployoo baa ~011 appl"'iohed, 
II.Dd practie>all.J' all ot th• are b\l71l>c oi ther 
houdo or otupo. 

S.crot&%7 ot far. 
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It ls plll:llled t ::at tro!'l tlr.~e to time 

;. tate or canlzatlona of t he Dttenae Savlnea 
5tatt of t hla De~ertcent will hold epeclal 
ctlebratlona in nrtoua c! tioa f.:uo ou&hcNt 
t l.e country f or t :.e "lur;>ou ot r onot1.ng 
t !;e u le of :>ete~c l!onch &:td !.t&L:;a. 
'l'hua calebrd~oll:l ;Jill t&li:c t.'la tona o! 
: ar&du and displ~ in 1treeta aad par lei 
~"ld lrlll, ve !lope, L•chde da:.:o!lltratlolll 
oi o.J.ll tacy ani naval equip::~ent . 

The Bw-eau cf :'ubllo Rolatio111 o! 
t !:u .:a.r Deputllllnt has l :lfor :.ll.ll;r ar­
r:~.:.;;ed !o1· o<;_'.llj(:l:lnt 0.1' thla tne to toe 
t-.ad.o o.·1 :U.l:!.~lo !o1• the purpoou lndiolltcu, 
~ut it ~G been su~'cstad tho.t t he project 
ohould have your orllcial approval. 

1 would :mcl1 a?pr colato a i4 you 
~culj ~==~o ~ile nocoscar; lnat rJotloua to 
your people. 

(81p0<1 ) ll•~·, 

non. !lenr-; L. Stinaon, 
Secretary o! i{u , 
.. aahl nct on, D. c. 

mm!mtt 
File to fdr. Tholl'IIIIOO 

?>ffiC 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAT•November 4, 1941 

Secretary ~orgenthau 

\' r . Kuhn 

The PhiladelpLia B~lletin newsboys have just 
sold their f i r st mi lli on Defense Savings Stamps . 
~re newsboy who sold the millionth stamp wi l l be 
in r.aahington tomorrow, and the Bulletin people are 
very anx io~s to have him photographed with yo~ . 

•ro~ld you be abl e to manaP'e it tomor row? 
• 

' 
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\ CONFIDENTIAL 183 

tmUD I!ADI l.l.nJOI JOIDI 

».potih in !r--=or'• .&ceout t roa lolu 
&D4 Ohupo \heroin tro• t.d.OIIj)tiou 

Jy lorloo &D4 by llontb.o 

~ - October, 1941 

(In tb.ouo&Db) 

HoDib lorho II Sorho l' lorloo 0 ~otol 

Dopodh 

$100, 5$1 $ 37,817 $2U,Iia) • 31!9,818 
102,517 28,876 153,134 3111,527 
145,274 27.359 169,498 342,132 
117 , 6o3 20,318 127.685 265,6o6 
1()5,241 15,099 103,987 232,327 
122,384 22,963 124,866 270,713 

!olol $694,101 $155.432 $925.590 $1, 775,124 

BedempUono 

• 22 • 1!9 • 542 • 614 
1!99 53 1o6 658 
986 g: 1,082 

1,678 20 1,766 
2,283 -- ~ ~ 

folol $5,468 $ 122 • 907 s6,1l98 - = --=== = 

~!flee ot lbe Seorotuy of thAI 'l'roaiUl'T, 
0h1tlon ot Reaeareh Olld Statlltlco. 

lloTeabor 4 , 1941. 

Dally raporh of thAI 'l'reuurer of the Ullitod Statu. 
l'!r;uru haTe been rounded to neareat thouaalld and will not 
neceuarll.J add to tot&le . 

• 
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Co~au ... l~ateaent ot lalee DarlD.c 
rtr1t two luiu11 lllll'• ot lephllber , Oo\o'ber , u4 Jro.,..'ber, 19~1 

(hpiallber 1-3, Ooiober l-2, •o.,..'ber 1-3) 

I 

011. llaelt ot Inu Prloe 

(.&aouh 1D. thoulall4t ot dollar.) 

lal•• 
I 

.bout ot hcrMH 
or DecreaM (-) 

1 Jro~'ber 1 October 
1 •oftaber 1 October 1 lephaber oftr oftr 
I I October 1 B!pt .. 'ber 

Seriu J - Poet ott1c11 • ~.394 • 3.320 
5,n5 

• 3.993. tl,074 
644 -· 673 

~7 S.ritt I - !&Db 5.171 5.311 -
Serlu J - t otal 9 . 565 9.13~ 9, 311 ~~ 177 

S.rlu r - !&Db 2,009 2,153 1,767 386 

S.rlu G - !aAltt 1J. ?92 12. 596 11.30() ~ ~ 

fotal ·2~, !166 ~3,SSl ~. liii • 9113 $1,505 

Offlco of the Secret81'7 of tha !rtUU%'7, DlThlon of .Reeearoh all4 StaUeUct, 

CONFIDENTIAL 

Percutace ot horea11 
or De!!r!f!e (- ) 

•oTtllber 1 October 
OTer OTer 

October 1 lw,abt r 

32.3~ 
- 11, 1 

Sourco: .Ul f1cure• are !epotlh vUh tbe !reanrer of the UD.lhd Siaill 011. account of proceed• ot 

aalet of UD.l ild Statu laTlD.c• BoD.dt. 
Jote: l'iguru han bee rC111.11d.ed to neareet th.oueand and vll1 D.Ot necutarUJ add to totale, 
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Poet Ott1ce 

Data 
Boll! ll&lu 

Ser1et .I 8er1et .I 

lontbtr 1941 

1 • 1,017 • 1,750 

3 3. 377 3,421 

fotal • 4,394 • 5.171 

185 

Dail.T lalee - Joy•'ber 1941 
Oa hail ot Iuu Price 

(In thoUNDde ot dollar•) 

B&Dk Jon4 11&1•• 

Se1'1et J Serl.. G !oial 

• 567 • 4,201 • 6,511 

1,442 9.092 1>,q~4 

• 2,009 • 13,292 • 20,472 

COI~FIOEN IIAL 

All Joll4 Sa1u 

Str lee I SerieeJ Serlu G !otal 

• 2, 767 • 567 • 4,201 • 7.535 

6. 7'1S 1,442 <I.OCI2 17. Hl> 

• 9.565 • 2,009 • 13,292 • 24,866 

Oft1ce ot tlul Storet&rT ot the !l!r&ei\U'T, Dlrltlon ot Buearch &lid Stat1tt1oe, loyea'ber 4, 1941. 

Souroea All tlpru are cl.epotlto v1th the !reaiUl'er ot the United Stat11 on account ot proceed• ot t al .. ot 
United Statee 8&Ylnge Bonde, 

Jote: llprta han bean roUD4ecl. tc aeareat thoueall4 &lid vill not aece11ar1l:y add to totala. 

•, 
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TREASURY DEPARTMENT 

INT£1t OFFICE COMMUNICATION 

DAft Nover:~ber 4, 1941 

Secretary Uorgenthau 

t:r . White 

Gre• t Brit~in - Production 

Gre8t BritPin is faced with a scarci t y of ski lled 
lrbor ror industry. In attempting to meet t his ~roblem, 
t t.e Linietry of Suoply i s orgeni~ing National I ndust rial 
_ob1le aoupds of skilled engineers. Their purpose is to 
~et ~roduotlon in new w~r factories under w~y i n the 
s~orteet ooasible t1me, by t he loAn of hi~hly skilled 
:,ey .. en for oerlods of about one conth. 

E~ch aqu~d consists or about fl fty men, expert 
crp~tsmen , who h~ve volunteered to lenve their homes 
Pnd be ruehed from one point to enother enywhere 1n the 
country. Trensoortea to the selected center, they oPve 
tt.e w•y fo r the introduction of semi-slt1lled e nd femAle 
l•bor, rnd \Vhe n t heir Job of t r aining rnd eteop1ng up 
1rouuoti on i s done, the ~rocees 18 reoe~ted ~t another 
ne·• fpc tory. 

(Consulnr Reoort No . 757, London, Oct. 15, 1941 .) 
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...... 
Y·'· 1Q!!Il/109flt1 

:0.... xr. D1eirloiL, 

Ylih refer- to 'Iff leiter fit oo~ohl' 

2Till, r.teraoe 'f,!. 1~/10,.1, w ~aPe lle&M 

ilia~ 1i 1o reperte4 1a u.a tllai tile ete...W... 

ICII'Il" ul.o.u.l ~ a11110A dollaro llo>lUoa at Oollao. 

tovo oiaoel'olT, 

xr. ll'-* ])1eil'1oiL, 
'0'. 1, !l'....aJ'T ])eparlaoai, 
8id1lha\1oa OU1oe, JloOil 279, 
'fuldaciOAo ]), 0 • 

1•1 .. '· Palla 

• 

1.8? 

/ 

Regraded Unclassified
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IA npq refer to 
rr 840,61 Jroaoo. Ore4Ua/61&\ 

!be Bacratar,r of State preoao.ta bla co~t.oo.to 

to tho Bo110ra'ble tho Secreta.,. of the freaau:y 8114 t,_ 

alto M,...1th coplaa of the ~JU'al• of telecru o.o, 70 

4ate4 October 29 , 1Ml f...,. tM .Aaorlcao. Ooo.oula\e at 

!a!Jiciao, Obio.a, coo.cero.bc .Aalricao. cot\Dil wblch baa 

'beeo. o'bta1De4 lv Ja~ao cot\oo. a1lla at !o!Jiciao. !bil 

talecru baa f'Urlbar reforeaoe to tolocru ao. 63 which 

wao trao.a•Ut•4 to tba Socretar,r of tbo !reaau:y with tbb 

Dopart .. o.t 1 o letter of Septo•'ber 10. 

!bo Socretar.r of State wov.l4 appreciate 'belnc 

a4Yllo4 of tho r•* to 'be - to tho talocru ~mdar 

PvaJU'al• of ...,, 70, 
!a!Jiciao, October 29, 
lHlo 
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J'AIAIIII.LII f1l --M IICII'fD 

1na1 .t.ari.GM c-law, falllltu, a.a-.. 
Datel Ooto'ller at, lMl, U .... 

Tb 11 ref on \o Oouala\11 o no. Q aODt h \be Da)*rt•nt at 

6 p... OD \bo oScbtb of Beptoa'ller. 

1.89 

OoDf14anUal &Dd reliable wo .... uon baa oo• to - COIICOrDiD& 

3,000 'balea of .t.ar1C&D ooUOD 11h1cb wore o'bt.W..d liT tbo Japueao 

cotton 111Ua at ra1actao tbroach CblDOao 1nto ... 41ar1oo at Shanpt, 

no "price of \1111 cottOD waa !icGftd at \be rat• of 3U Cbinooo 

4oll.on per picul and a 1'11rthor -t (qu&~~Ut)' -on) wao o'b­

ta!DOd at Obineoo 4ollan 514 per picul on \be twODt,•firot of Sep\­

'ller, It 11 otatod that thio cothn wae OX]lOrtod froa tbo Unltod 

Statu liT tbo f 1ra of J.Ddoroon OJ.artoD and OoDpo~V un4ar a llco110o 

llou.d liT tho !roao\IJ7, It Ia reporte d that a Japanooo aillo 1 

ropreaontatin loft tor hlpiD& trOD !oiD&tao in or4ar t o obtain froa 

\bo bead oftlco of tbo h&tral boom lank a 1'11rtbor allot•nt of 

forolcn ·~ tor tho po.rpoao of !!.nanoiD& a441Uonal pachaeoo. 

I\ II otatod that tho ..,~ of forotco> ucllaQce of tho J'o&tral b­

oom lank wao o'btal.nod troa Japanooo capital which prior to tbo 

troodoc ot Japanooo aoooto in tbo Unltod ltatoo bad 'lleon tr&lllforred 

t o banlco in South .t.ar1ca. 

It th11 q.po of Wo.-.aUon baa no 1ntoroot to tho 'bo&O\ll7 Dapart­

oont or if turthor 4ata1lo are 4aa1red, appropriate l.notructlolll are 

roq~otod. 

rbio w locru wao oont to tho Daport•nt and •ao repeated to 

ShoDcbai, hipiD& and Ch'l''Clr1D4• 

171l'LI'!CIISS 
Co~l'bJill-7-41 
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0 

• t 
... ftC. ... 

•••• wtW 

... w1N .... 1M1 

!be 1_.\aZJ' ot 1\&M PN•••• loU .-pliaa\e 

,. \hi Koaora\11 u.. S.C%01\aZJ' of u.. '"- ........ 

clot .. , for U.. 1At-U011 of U...,.........,. ~-'· 

copi .. of tel.ecru DO· :11!10 frca U.. Aaor1cea Loptl.oa a\ 

Oopellball• •••4 1-"r 3, lMl. 

Oopi.. of teller- DO· 310 
traa Loprtoa, Copellballa, ·-liar a,~ 
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t .. 

1Juhl.Dct01lo 

Dt. .. 4 •~r II, Ull 

..... , 11211 ..... 

~o. Jlo.,.aber 3 , 10 .... 

JollooriJ>C ..-ln4 U.itl Don>il!c fra lllnitltr)' 

of Jorelcn Atfail'e, 

\he .U.rican Cbarp d.' Atfalreo \he 1Uo1ohy for 

Jorolgn Attain ban the honor \o 4r• the atteD­

tioo of tba .berican Legation to the tollowinc 

facte. 

Jly an act relatlnc to ton1c1> acc01111\o iD 

Je4ersl lleoorn l!e.nl<a and. iooure4 b&D.Iol appro.,.4 'lllr 

tba Pnoi~ot of \he United. S\a\eo of .Aaorlca on 

J.pril 7, 1941, the d.l..Ueoal of propert)' bal4 'lllr 

an .berleao 'bulk iD the - of a tore1cl> o\a\& 

or a foretcn eeotrsl baDl< """ be etfec\ed. upoJ> the 

or4er of a npreoeJ>tatlft of ouch forelp ot ate w'bo 

1o recOCJ>il•d. 111r tba Secretary of State ao beln& 

the acend.lt e4 repreoontatln of ouch otate. 
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n 1a Np~MM "-·~ ~· panuat 

~ U. aN9e ut U. leoH\u)' of 1\aw 111 .A.prtl 

\ll1a rear lou auUt1o4 Uaa' Jlr. J:authND no ... 

a\ \hat \lao cllallio .. a hoa \M oonico u llallioll 

111D1o\ar 111 'luhiDC\oD 1a atborhod to act wit.b 

roopaot to t.bo property of t.bo llalliab otato cl.o­

poo1to4 wit.b t.bo lll&P laUoDOl lult of laolliac'on 

1). o. 
J'urlllolr. u 1o reponed \hat OD So:pt .. bo.r 23 

tbo Socrotuy ot State baa 1oouod a cerUt1cato 

to t.bo o.ffoat \hat llr. ~fllalm 1o authorho4 t o 

cODtrol ODd diopooo of the ~poolto ot tho DaDlob 

Control llanlt 0 Danu.rn llaUoDAl !&Ilk" with the 

ro~ral llo .. no llanlt of lin Y orlc. 

!he llallioll Gcrrar11110nt ~·~ rocrot tMt t.bo 

Aoloria&D Socrotazy ot Stat e lou dH .. d it proper 

t o applr tho abaTe •nt1onod act t o tM property 

of tho .llriD1oll otato and tho llaD1ob Control lla:lk 

(•~a llatioDOl llult") 111 tho Ualto4 Stat••· 

litb Heard t o •Dazm:C.rn llat1oDOlllulo:" attention 

11 4ntrD 1D particular to tho fact that tho ~pooito 

of aa14 'b&Dlc oro not t.bo propart¥ of tbo llallioll otat• 

tbo 'baDlc bol.nc an lndDpaa~nt 1nat1tut10D and no 

roprooon\ath'• of t ho ll&Dioll ~ ... ruent would 

. -· 
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conaequanU~ rnn wUh no.--1 dlpl-Uc Hlo.Uone 

bet-D \1>1 Den1th qd the .&atrlcen Oo'ftrDMnb 

bt autbor1aed to 4iepoae of \heat 4tpoa1\a, Be-

fnrlnc to the abOft \he Denllh Oo'ftrnatot herobT 

rtl\tra\e ln wri\1J1C \hel.r alH~ Yorllall,y u4t 

prot .. t opinat tile a\epe tabn bT \ho A.mor1cen 

Sccretuy of State coneernlnc tho ]ll'O)>IIrt:y of the 

Den1eh etato and tho 1 1lo.Du.rka llaUoDtl BtDk" 1D 

Onlted Statea of Aaerlea aDd they reaor'ft tholr 

rl9lt to hold the AaerlcaD Oo'ftr..,.nt rupon.alblt 

tor aD¥ looo cauaed to Danioh proprt7 b1 tho action 

ot the Socretar:y of State.• 

IUl 

OcSWibJill-7-41 

193 
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In repl;y refer to 
r7 662. 51/,lS 

• • • 

fht Seorotar;y of State prettnh hh cc~~~p1l.c!enh to 

tho l!oDorable the Secretary of tOle '!re&tur)' aD4 truoa1 h 

heuvHh a cow ot teleu""' no. 396S 4attd llo .. cber 2, 

1941 trou the jmeriean lmbeo~ at llerUD ccDcern1J14 tez 

rnenuu 1D 0.l'li18D1 from A:?ril throlJ&h Soptembor. 

incloiUI'ez 

Cow of toltgr= no. 396S, 
troll Ibbae~, ller11D, 
llo•oabor 2, 1941. 

th:copy 
ll-6-111 

194 
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IR ITIIM liiUIIY, 

WASHINCTOM , D.C . 

t:ovenber 4, 1041 . 

l"' . ~ocro tnry , 

I enclose herein tor your 

~c r:o•o'l o.ncl secret information 

A C'C' ~~ ..,; t 'lo latest report 

: < ~l ved rrom London on t ''e 

rol1ove oe, 

Dear ~r . ~ecretary , 

'lory sincercl;; yours , 

( For the Ani'oa s sedor ) 

12. J. c. 

I 
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tli'P"9 liW 'er Mi'P F?!llm I I. lHl· 

.-z. 

1. APt.•-' llaa arrl....S ., Ol brau ... 

a. 410 ldlae _,ll ot llW''*' nur orubwa ln'-

oap•..s ~ •-1 ot I olllpe bal1e1'M ~k1 ot :st.ooo 
110118 iltlhb left 'l'-ta ... Ootober 8nb tar ,...., ••• 

:s. Dutob \ank_. G,OCXI ~;oue l .n oomo7 ~ bJ 

l:on'bo otr SsNrD Pol n' la ;)I'OCMd1tlfl 110 !arbour. 3llall 

rr1Uob oblp ~..s 'b7 - a t .. booob n18h ' ot r..,,.,,_.,~ .... 
ltn4/15r<! 1n Y~.1th r oo.da hu IAcn 'beaohed. 

'· . .s .~ ... , ., ... aad Hille MI'ObaM 1'0, .. 1 ot :!, 000 

~- weartq: l kUan t1ac •~ anchor \ n llballow .. ._. 

nonb ot lt\ll"la'• 'l'bla oh1p l:oUo'to~ 110 hATe b .. n pre­

•1ouo11 daaag..S b7 Dlanbela. 

J!\ l 1Wl'e 

5. fhwale. '''M£•4 •••W· Uerwme bave .. ,. 

- PI'OIII'•u ... , or w.. RlYw Vol.kbo1' -...u '-l.~e4 
Voloc .. l a11wa7• &Unlp !t!W• The 0.. • '-"DO' 

O\IOUUd 1n Mn"'lldallq; t bdr poalUon . !lo!!fM ?!JY• 
oe.-.. ba'te raactsd 'be 111Yer ron .,.,, or ~(haria).,. 

R••W• om .,. •• .~u 10 Nl•• ... , or tJ:w .... 

cr t a. ola1a w han taken ;JI.N'-po1. oa~ 

olallo lo probabl7 correot. aru! tllreat 100 Gebu\opol 1a 

Mtn1 61f Ponte 

o. ' !eht !lo!r:btr 1os/w. lllal 77 tona hlr.;h ,.._ 

p~l.,.. '1,000 lnew••lea• n.we 17 - bl(lb u • 

Pl.oal'i'M .a1117 blM elatmd oa c!OOU. :SnlM ot e~t.aalm 

..- on ..... ._. "'•1• d.lr..- hlSe 'belJ>c _.,. on orA 

lOU' .. ahlp and on loo ocbore eaob o, ooo tona . 

• 
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•• POST 2 ?' Uofa 
..,.,.. 0 1 ........... , 

.,_ ... • c no • •••1 en =·=•· ..,, .. , .. ...., ...,, .... , ........... 0- -'• ......... 
a. eetw s '=· 

• a,.., ... , ••• 
.... , _ _., ........ _ otne.. ........ " .. "' ..... 
-. ..a • 1 lr .... Ill o·m•• ..... 5 1 te ,... ... , et 

... lm WC.N ldt t 1 tl I w&tal 4,oDO ,._, ..... ..U 

,.... etatloa eo ,., w. ..,u,. ... tlal n t ldte 

• e,ooo ... - 0 o _.1 _, or r.ae _. • 

.. , ... ., 1M • 1 •· "•'mt ldo m a.oao ... m!NIIIm• 

.... 5 ..... el •••••••• 

IIIUf UIR IJII!AI:Ir0 

f!A .. Diaro., D.Oo 

WOfDI!IIIII 4o1Nl. 
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.;;; Hf.::·. !lU" V "l OF TilE l !:T1':!11iATIOIIAL 

No. I. 

October 28 - Hove~ber 41 1?41 

, lLhou;:h the tr•'nds in th~ 1ntcrn&t10nl41 s 1lw.~1on a re 

n~t ;•l Juf f1c 1ontly c l e14r for p·• d1ct1on of t he nexL st~r.o i n 

~ , 1r1 crj s is , t he Germans h~ove ' un 1--:;.urtu.nt succocses 

nr! n t. 

.. ,ult ~ 
st ' eo!: unJ h~ve r ushod out nc·, s.,l i P'l t s :>: bo t h 

n~ d1;•1o•-ti c fronts . I n u •Uthern !' •~ sl~ t •. e;r 

.. ,. a ~ t t ... .-e r"~Oj) barri<=r .. nd 3lept. i nto the Cr l ··e- 1 

,;,!:< ! J~t l'r c .. st t !. .. )· " r " ~ush1n; stcudily into t.!,e !Jone ts 

tl.rc. t cnlnl' tho ltey c ity <>f '<os tov . 0Pn .. n vi ctor i es 

1• ~ .. c ~ n l. V f' e xceeded .:11 !'r · ~ious !'"C ~"d" 1 t.mtl :~ore t h.:.n 

Jl• , J ,,, • " , ... mi les of Sovi" t t~rri tor: h &Ye 1>->or ocCUJJi cd i n 

lJl ·l" 1 r.ccor c.t1nr t •> t.he Berlin N dio. 

German r enct rution ££ H2t1ll Africu 

~ ~.:o d i loout i c ~nd ;>ropar.andu fronts thl" :ln :tis a•e 

. tr t. 

·. ~-· 

: I t. 

u~u-1 ;n·e> r .. r .. t1ons t o c:< · loit t'1ci r " 111 ' .. - · succes ses • 

l'rJc~ t!.e:f .. re :>bout :o est••blisl t! • .- fir~• or t l.eir 

L thi ~ step · 111 r &ll;: t.h" di verse .~o . . 713 ele-ents 

b re .• ~nJ •- i l l n~t .. bl ; "' i den Uc. i 1nJ'lu~nce . It is 

'·' . ¥n• d tt.,. t Ce r ;m , r e s surf' on Vicl.:f is 1ncre •• s1n 1 

-~ t . ~ 1'lrt i.P r consula tes i n North .fric ' i tl be de .. <.nd ed 

s.o~u1 • 

• 
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The Nq;is ..tnd !la lloslrM \' orld 

l r r ep •• ~ .. uon for t he ...nUci p .. t.cd Ger:s.m ·.cti on in t ho 

,,, • • :>• ''1ddle t:aat , the Be rlin r ;.d i o c•mtinu'ls its offen s ive 

w •• bic on tho !los l orn front. The llosl~'"ls s. .. il~w~J. , huve 

r. i•Jr"d ~crr i blo ~'orsocutions 1n Sov1• l '\us~1 , inc l ud inr t!ie 

Jl\!•r .Jf tour c i l lion of the ir J)copl•• , it i n clui "Od . !;ence 

.ll . oslC'119 shoul d coope r - te >1 th the o ... ,.~ .n • , ho v 111 

j~3 troi r,o· .:~nlt Bolohevis!!l bu· '· l~o th oth• r L o r r duL n<'. i e s 

•• t ·l.: , ;.lao Ur1tisl\ ..nd Lhe Je' s . 

; ro·. Ir-n co· es " disc:u i etin · S\L~~/ J'ro 

•. ~ .ecl .rc' \,h l thf' historic .mtipatlcy or thn lr..niuns for 

oot~< jl·:s•l,.•nn und .l:lr1t1~h : .. s been ~hur) ened b; r••cent events . 

, . • ~rn~ t.11 L th!' popul - ce , tl r cuoy e1t•hL/ 11 " cent ; ro-G"r~n, 

~ul<l ~el coc>o thn invudi ng Nazis . 

The ~ ~ All•'' ynt 

!Jespi t.•• om· vigor ous protest~ .illd 'b~nin , I I Finns 

•• •• 1n the .. 111es of the G!':'ll!.aliS nnd .. r e brint:'il' •' tl..,-

b•~rLnt ~id in the nor~h . 1 t i s bnco·•in~ lncr•·-sincl y 

elo • r.r •• r. tho Finns a re deteraai ned to to•lee .n•• to holt! « 

str.t~··ic l1no extend inc , ell into Rus• i ·•" r.~rritor; . r res it!ent 

·' L1 ·. a •lvcn our l'linister ~~s·•runco!> tu t l!v• Finns y,ill not 

·d.t .. f! vur :.ntppl1es for "»t~s:: 1n en ront.b' fr~> .. ; rclt-onr,rrl , but it 

11; »lr l •l•tr tha t ho can m:•ke no such proni acn for th" Oer"ans . 

• 

' 
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The Hgzi s .. ,nd the J.loslern Y or ld 

In r c p •. " CJ. lion f o r the W1t1c1p .. ~ed Ce r .,un ••ction 1n the 

.:10 '11ddlo J::ust , t he Berlin radi o c-rmtinu'!s its of f ensive 

\!'~b1C on tho l~oslcn rront . The 1loslF"lS i ll lktu1 huve 

nlu r"d t errible persecuti ons 1n Sovi• L Hus~1 , includinr the 

~r !Pr .>f four ~:~1ll1on o f t he i r poopl" , 1 t 1:1 cl.< i · ad . !:ence 

.ll . oslc'13 3houl d cooper - t e •1 th the Orrr .n · , '·i•O , 111 

:!Pstro; ,,o· Jnl y Bol~hevis:o but :.bo th· o>~h· " t o r r .,aL 

,r 1 L!l, ~ho llr ltl sh ;md t he J e•s . 

nc. i e s 

! ro·. Iro.~n co es " dis~uietin · su:-v~y fro '!nbt• r Dreyf•~ s 

I 
.. J .eel r es Lh L th~ h is tori c antipat!;y of t l:n Ir..ni ans for 

o.>tt. ~·:ssi· n5 lind Briti~h ·1 ~ s been r.lour p;ne ct by rHcent ever.ts • 

.... • arn~ tn L the vopuLce , t:l r caoy ui !•lny I·< " cent 1 ro-OPr=n, 

The Finns Pr ove Acln• ynt 

1Jesp1 L•' our vigor ous protes t~ . .nd '~o~nin , 1 Finns 

bi!~rt.n t ~id 1n the north . It i s b<>cou in•· lncrn~sin•·ly 

ele " tr. , t the Fi nns a re de termi ned to t;•ke n• to hol<! c. 

str . t n•·ic line ex t end ing • ell i nto Rus~ i ·•" t ~r1tor; . •·r e s ident 

·' t1 ·• .s lvcn our minis ter ass · trunce~ tr• t ~!~" Finns .. 111 not 

l .. t t.c · •.mr ~upplieg for ''uss 1u en ront" fr•• .< r c h. mt·ot , but it 

l iz Jll' I U'lP ~~~~ t ho can make no such pro<l l ~e~ for th, Oer::ans . 

• 

' 
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•!e~•hile t he President continues t o deserS be the Bolshevik 

: en•ce to ·~r . Schoen1'eld 1n picturesQue • .nd vehcoent 

l.ngu .6e , l llld goe s so far h S to pr edict ~hut the Yorld 1 ill 

one duy r••cogni :~.o t he tteri t s of t he Oermun o in d e s troying 

Uol shovi am. 

l'll.i l!l!.ll Ofhnsi ve .jp~<l.nst ~ lln1tcd St Lt c s 

f ln.lly , the Oer:IUI.OS a r e g iving the ir propugunda offensive 

.. g~1nst t h i s count r ;f n ne~< t urn . The ~rcss d enounces !'r e si­

dent Roosevel t ' s Navy Day t.ddress in unmea sured l•nruage , 

..nd ~r.o r .. di.> r eveals c ore anger than in ,,ny brouclc .. sts 

:>onitor d ~o dnto by the FCC, t he latte r notes . The .tt~c<s 

on thu r r esident , s o11e oi' t he"' o f 11 L1ost scurrilous ch . r.,cte r , 

u,.pe~r .. ~ v.oll i n the oi'i'icio.tlly controlled llPI.apupers oi' 

t.~· subjec L count r i es , notc.bly :1ouman1 .. , but i t 13 inta~ sting 

:o note tn . t t ho tone oi' t l:e c. t t uclt 1:; cond tor.luly 1ore 

tooder .te in the press of both 1\. .• !y ...nd Sn.s in . rho J'ur:f of 

t'·" r~d i J C~Cntt.t.;rs • as p.:>.r t icttl~r!/ ui'YISed by the 

11tot1flc ~ t1 .>n of Oer"'ll.ny l>i th t he ..nti-rcl l r i ous rocr~c: , 

lt•i c<: t!.e ilods ascribe t o t he Sovi ets , n,e ffi ciul Pi enst 

l:l!! l?euu shl:..nd t hreatens th~t t he speech :: .J c .. ll for "!Ore 

t~::.n .:eru r ross pol emics, .. nd Llr , llor r 1s bul!rves Lhnt :..n 

offi ci l (..tt.~ck h'; Pr e ss Ch iPi' Dietr ich ""l' p r Q:Hgo " new 

Orir·nt oti.m o f OeroWl policy t O\ a rt! tnia coun t ry . 

• 

' 

Regraded Unclassified



-4-

J&punese Al ttrnll_t iyea 

So·1e (1\Utrt urs huva interpreted this st1ffenl nc Gcman 

.~~1tude ond r ecent sulrt!.ri nc sirMi ngs .AS a Rr r.nd ounoeuvre 

to roreo Lhc hund <> f t he J ap.mese. Tho l11 tt~r ur o keeping 

thoir ooW1M ~ l ~nd h11st enlng the ir pr~purro tions. 

•. 

In l n·lo ch l nu t roops and oquiplllent conLinue to .orrive at 

bot;. h.l f'honr. .lnd Sai gon. The t o t .. l nur~ber of troopa in t he 

co.unr; 1 v~rio•J s l:r ostic~tad .. t bett.een )J, OOO nnd 60, 000. 

Jp1.'11~n 1 ~ J 1v1ded "' to ••!.ether t he Jupunese i:ltend an 

1
.tt,c . <>n .h111lu.nd or Yunn ... ., . The "m111 L-rY observers , " 

1 r.,ort • "::- . 1\eed f r o" !!;moi, incline to thto invasion of 

I r.:.1Ln·l , but tho Chinese a ppe. r conv i nced th~t tll(':f 

be t h< victi Ms . l n ' '" appeu l v.hich is ~obout t.o r e .ch 

~ore to 

our 

•ovcmo .en t , the Oenerul1s s1mo is s n1d to declur" t h.o t un 

otluc 1 an Yunn>!n i ~ comi ng >:ith i n u r.onth , ~nd th .. t the 

1nvadon •.111 ~t the UUrmu Rood ond hi.VO u •h.ottnr1nr e ffect 

:ll1 Clllnu•o ".J rulo , He urges t h. t >i r ... i d be de~p<>tehed f r oo 

..niL .nd Si ncupor ·! 1n •volunteer st.;t'ls .• 

1 .. • '!'olcyo r ud i o> i s carr:~ in;: on " cnmpd •n t. ich the f'CC 

-oni;Jr~ su.'ccst 1s s ini lo:, r to t t. t .,hich J;r eco<led t he 

J:btn 1 lbr11~ t into lndoch ina . Det'IUI1d~ u r ll • •· ' e for the 

'Prut. Ction" of oppressed J ;.panese "nut1on ... ls" in Southe<.st 

.. st. . If tho Uni t<'d S t .. t cs does not ul t or 1 t9 1bl1cies , t he 
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J.j~--;,e! u T1 'l b, fl)r<:ed t.O ::ov!' lignin ... lon' the CO- T03~e:-1 ty 

~0 .d, ! ~ I s s.;i d . Tclk of insurgence of '{un-,1n .; ,.,·.,1nst 

c.:•m,:dn~ sut;r.os ts u '""v " in the dirr,c t i on ..,;· '(unn nn . There 

Is flt nt: of J'Ut~ nd f cuther s , but the r .. di•) n 1 'r ~ s . 

!vo no cle .. r 1ndic •• t1on s c.s to '' hich v.ny t ho J .. r. nese 1 111 

tun . 

. ~ 11, hila our <JY.n p ro, .. r:.tions in th<> ! ucifi c eont1n:,~e , 

!!. t! .e )•u•.,.,· ln~· coop~ruti ::m thi s ! .... nt ·, oc·-r fro- both tt.e 

~.. rJ.· r~ of e st .• bl1sh 1ng :. ch:i1n of r csV•n t• .. c1f1c :.ir 

.4"'1qr1c.on l'•>H c 1 .!!l. J:h! Ne:.r ...!J!l. '1ddle !:!.ast 

: 1tn t he sondinp, of t •·o :nili tut·y rni:!sion• t ,, th<' No ... r .nd 

!ddle E. l , A:1~ 1·ican IJJli cy ;, , ped"S t O h. onttl:' l n<' u UIOT C 

... ~ fUrl .er s t ep i n str t•ngt nen1nr. t •.o :li Pd .. o~1l1on 

f.n i.!.t •• -r !: st , tn~ Bri tish ~rc e sor t.~ 't-.VC 1.1~ r c o;::t1: e 

~ t ~.,, : •i .e i n :urt.. . F'ro- his .-.>st 1•• J. irut , r . :.m:e:-t 

--,;, s ~~. l S~lCh .... ste , t.ould t~rl to s t ... b1!j.. t.. Ar,,b \,¢:-ld 1 

' OU .. . ~tr~nr.t.hcn t~1c )l •• nds o f t ho ' ro-de JC r t1r ·!"1~ ... nd 

L~b.n· • • o• or.ato$ , ..nd v.ould f .c il1tn tu .. :-r .. nc• P.nt s for t!\e 

' stublhh .. :~nt of " nOH>r ful buttl efron t-- ,.rov1d cd t~ l' .. y~ t h11t 

• .r • c .nvlnccd th .. t t ho Dr1 t1sh int<>nd n J.J.- "'t ucf o• sc 

O! S/~1u . 
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RESTRICTED 

Ji. I.D., W.D. ll100 A.li. , Hovenber 4, 1941 

SITUATION REPORT 

J, Eaetem Theater. 

Ground• There are no report• indicatl.na any change in the 
eituation ~ad and Moscow. 

The Geman advance 1o continuing east....ro from the 
general line Kurok - Stalino. 

0.. the Crinea, the Geman High C<lcmand cloins their 
force a have reached Feodosiya on t he Block Sea, taken Belch1sarai south 
or the Alma river and advancing on Sevaetopol. 

Air1 l;oscow was said to have been bombed by daylight yester­
day. In tne-aouth, Nazi aircraft were credited with the <inking of another 
Ruseian merchant ship and the damaging of five transports, which were 
standing by to evacuate the Russians. 

Yesterday British military quarters reported nearing 
that Sevaatopol, which has been under territic bombing by Cerman planes, 
as well ae artillery fire 1 bad been knocked out of the war. 

II. l!eetem Theater. 

Aira British planes o;)erated principally against St. llazaire 
during tha'"'iiigbt but were prevented by bad weather from attacking Oemany 
proper. Daylight sweeps were reported atsrted over occupied France early 
yesterday. 

Oeman activity over Britain was quits week yesterday. 

In. l.liddle Eaotem Theater. 

Air: The Italian Hich Comcat~d aays that R.A .F. planes raided 
Sicily dur!ni last night. 

RESTRICTED 
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.fll!AS!IR¥ DEPARTMENT 
Washington • 

FOR RELEASE, MORNING NEWSPAPERs, 
Wednesday, November 5· 1941. 

The Secretary ot the Treasury, by thia public notice, 
Invitee tender a tor $150,000, 000, or thereabouts, of 91-day 
~reaa11ry b111B, to be issued on a discount baaie under competi­
tive bidding. The bllls of this series wi ll be dated November 
1~. 19111, and wll l mature February 11, 1942, vhen the face 
uount will be payable wlthout interest. Thel will be issued 
In bearer form only 1 and in denominations ot 11,000, $5,000 
$!0,000, $100, 000, 1500, 000, and $1, 000, 000 (maturity value). 

Tenders will be received at Federal Reeerve Banks and 
Branche& up t o the cloBlng hour, two o 1 clock p . m., Eastern 
standard time, Friday, November 7, 1941 . Tenders will not be 
received at the Treasury Department, Washington. Each tender 
:ust be tor an even multiple of Sl, 000, and t he price off.!r< d 
;;uat be expressed on the basis of 100, wlth not more than three 
declwa, e . g., 99 .925. Fractions may not be ue ed . It is 
urged that t enders be made on t he printed tor:~~a and forvarded 
In t he special envelopes which will be supplied by Federal 
Reserve Banks or Branches on application therefor. 

Tenders will be r eceived Without deposit from Incorporated 
banks and trust companies and from reeponalbl t~ and r ecognized 
dP~ere In invoetment securities , Tenders from other s mus t be 
accoJlpanied by payment of 10 percent of tho face amount ot 
7re~sury bills applied for, unless t he tenders are accompanied 
by P.n express guarAnt y of payment by an incorporated bMk or 
trus t compAny. 

I~ediately after the closing hour , t enders will be opened 
•.t the FederAl Reserve BMks P.nd BrAnches , following which 
public ~tnnounoement wlll be made by the Secretary of the 
l're•s11ry of the P.mount 11nd price rMge of .. ooepted bids, Those 
aublllltting tend~re Will be advised of thr accept ance or reJec­
tion tberrof. The Secretary or the TreAaury expressly r eserves 
the right to 1\coept or r eject any or all tenders, in whole or 
1n part, and his 11ot1on in any such respect ehall be tlnal. 
P-.y,.ent or accept'ed tenders at the pr i ces offered muat be made 
or co1:1plet ed at the FederAl Reserve Bank in oaah or other 
b:edlatrly IIVI\i l~ble funds on November 12, 1941 . 

Th~ income derived from Treasury bills, whether interest 
or goln from the sale or other disposition of the billa, shall 
not h"'ve any exempt ion as such, Md loss from the sale or 
other dlspoai tion or T~easury bills shall not have any special 
trPatment, as such, under Federal tax Acts now or hereafter 
eMot ed. The billa shall be subject to estAte , inheritance, 
glrt, or other excise tax<:s, whether Federal or St 11t e , but shall 
be exempt from all taxation now or her eafter impoeed on the 
principal or i nteres t thereof by any State, or any ot the 
llOtaeaalone of the United States, or by any local taltlng 
•~thorlty. For purposes of taxation the amount o:t discount at 
'Wllleh 'l're111ury b i lla are originally sold by the Uni ted States 
•hall be considered t o be interest, Under Sections 42 and 
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ll? (Al (l) or the Internal Revenue Codo, as amended by Section 

11• of the Revenue Act of 19111, the Mount ot dlacount P.t which 
bdH uaued hereunder are sold shl\ll not be considered to 
•ecru!· untll such bills shall be sold, redeemed or otherwise 

6u poeed or, and such billa Are excluded rrom oonsider11tion as 
e•pit.•l Rsaete . Accordingl y, t he owner ot Treasury bills 
(oth•r thlln llfl' insurance companies) iSsued her eunder need 
Include in hla Income tax return only the difference between the 
price pqid for such bills, whether on original iaaue or on sub­
seournt purchii&A, Md the amount actu>tlly r eceived either upon 
••l• or r ..-demption At m.otturity during the tiiXI\ble year for which 
th• r eturn 1a made , 'IS ordinJ<ry gAin or loss. 

Tre .. sury Dcp.~tment Circular No. 1118, ~• amended, And this 
~~lcr, prr acr ibe thP terms of the Tr eAsury billa 1\nd gove rn the 
<On11tiona of their iasue. Copies or t he cir cular m'\y be 
obt>lned from MY Federal Reserve B11nk or BrAnch. 

-oOo-
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NoYeaber 5, 1941 

KE:MORANDUM FOR THE SECRETARY 

SubJect : Report or tax conference Vith Senator George 
and Congreeaman Doughton, NoYember 5, 1941, 
9 to 10120 a , m, 

206 ..,. 

At 8:30 a , a , Secretary Morgenthau met with 
Aes letant Seoretar j Sullivan, Kr. Barnard, and Kr, Blough 
to talk o•er the memorandum and !iguree which bad been 
prepared. Senator George and Chairman Dougbton arriYed 
proaptly at 9 o'clock, Arter exchanging greetinge, the 
Secretary pointed out that Federal expenditures in cal­
endar year 1941 were expected to be $20 billion and 
$37 billion in 1942, Tax yields tor 1941 vere expected 
to be $9.5 billion aa agains t $16 billion in 1942, while 
the deficit wae expected to be $10,5 billion in 1941 and 
$21 bill ion in 1942, 

The Secretary eaid t he Treasury had been working 
on the eubJeot tor some time, and that the national in­
come in 1942 vaa expected to be around $100 billion or 
which perhapa $70 billi on would be in the rorm or goode 
and eer.ioea aYailable tor civilians, To buy theee 
$70 billion worth or goode tne public would have between 
$75 and $80 billi on or income which they vould be trying 
t o apend, 

The Secretary said he vee •ery auch atraid or t he 
1ntlat1ona.ry ettect or thie extra • oney and vanted to 
mop up the extra money in the !ora ot taxes to be 
s tarted on January 1, 1942. Be eaid t he Treasury wanted 
about S5 billion or taxee , He t nen ga•e Senator George 
and Mr . Doughton copiea or a chart, •coat or li•ing and 
select ed iteae• , and pointed out bow tne coet or liYing 
and or rood, clothing and other iteae had gone up in the 
l ast rev months . He aaid that, !rankly, he vae atraid 
ot the aituation, 

Senator George then asked tne Secretary ir be had 
given any thought as to bov the money might be raised, 
The Secretary eaid that be bad, t hat he would bs glad 
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to expla.in what he had in aind, &114 that it waa then 
in the bande ot Congreee to do ae they eaw tit. 
Betore he etarted deecr1b1ng the taxee Mr, Dought en 
eaid that it t he taxee were t o begin January 1, 1942 
they would haYe to be excieee, einoe the inooae tax 
ie not collected until atter the oloee or the year. 
The Secretary eaid yee, that wae true, and that wae 
vhf t hey had in aind uaing a withholdi ng tax. The 
Secretary then read the paragraph troa the Nonaber 5 
aeaorandua dealing with the withholding t ax. Senator 
George eeeaed eurprieed that the 15 per cent tax would 
only bring in 12.8 billion but i t was pointed out that 
the exemptions and the tact that the tax would be 
deducted in ooaputing net income tor income tax pur­
poses cut down the yield eubetantially. (Apparently 
Hr. Doughten aieunderetood the aethod or deducting 
the withholding tax troa net incoae and underetood 
that it wae to be a oredit aga1net tne i ncoae tax, 
He called Mr. Sulli•an after t ne aeeting and Mr. Sulli•an 
elarit ied the aatter tor hia, ) 

Secretary Morge nthau then read the section relating 
to aocial security taxation and arri•ed at the total 
or $~.7 billion tor the pr ogram. 

The • aricue i tema wer e then diecueaed, Senator 
George and Mr. Doughten both thought that the intro­
duction ot eocial eecurity i nto the picture would re-
ault in a long debate and extended hearinge. Mr. Doughten 
tnought i t would be iapoaeible to keep out old-age 
pension debate in the Houee and Senator George eaid 
be had pr omieed the Tovnaend people a hearing in 
December. Howe•er, he thought that old-age ineurance 
rates could be increased t hie year instead or next 
Without opening t he whole problea. He telt that the 
Withholdi ng tax iteelt would take a good deal ot time 
eince t here are eome aeabere wno want no exeaptiona 
While other• would call a tax with no exemptions a 
tax on the poor. 

Mr. Doughten eeeaed dilturbed about t he ettecte 
wnich the anticipation or next tall'• c .. pai gn might 
ba•e on a tax bill at t hi l tiaa. He thought the 
poli tical etteot ot bringing a lot or new taxpayers 
i n would be ad•eree to many ot the congreeeaen. It 
waa pointed out tnat unleae the exemptions we re lowered, 

• 

Regraded Unclassified



,_ 

- 3 -

no ntv taxpa1era Would be brought i n, Senator George 
eaid tnat 1ome members or the Finance Committee were 
agains t t oe Wi t hholding tax but he tnougbt that moat 
ot tnem would go along, He expretted a de1ire to 
talk vith a halt do&en ot t he member• on botn sides, 
Mr. Dought en said he would talk with hi1 members also. 
Senator George •aid that tne average taxpayer doea 
not reali&e how h1gn tne taxe• are under t ne present 
law. 

Mr. Doughten asked Secr etary Korgenthau it t nla 
propotal constituted the last tax bill on 1942 income. 
The Secretary said no, that he did not want to mislead 
him, that tnia wae on11 the beginning . He then turned 
to the queltion Of t he e ttect Of increases i n t he coat 
ot liTing a1 taxation on the poor, and amphaai~ed that 
it price• go up the1 will be aubj aot to a burden Just 
as truly as it taxes go up. He pointed out that his 
f i gures in the past on spending had been low and that 
if something waa not done, prices were likely to go 
through the ceiling. 

Senator George brought up the subJect or curtail­
ing toe production or ciTilian goode, He eaid he 
thought there was a prevailing r eeling that civilian 
production waa being cut too aeTerely. Mr. Barnard 
pointed out that by next year there would probably be 
a labor ehorta.ge a• well as a ahortage or materials. 
Hr. Doughten laid t ha t people do not like to curtail 
production. Secretary Morgenthau poi nted out that 
onl7 about 20 percent or the national ettort ia going 
to national defense while Hitler ie deToting 50 to 70 
percent or h1a national ettort i n t nat direction. It 
ve are t o beat Hit ler we muat do better t han he does. 
The Secretary expressed t he hope that the President 
and Congreee Will in t he nea r tuture put ue i nto this 
thi ng 100 percent instead or 20 percent. When that 
happene we will be abort or labor. At the present 
rate or defense production we can neTer hope to beat 
Hitler. 

Senator George agreed but ea1d that he thought 
there was a good deal or reel i ng among people and 
merchants against cutting down, 
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Mr. Doughten brought up the queation or the 
economy ooamittee. Be raiead tbe queetlon Wbetber 
it would not be hard to impoae additional taxea until 
there had been a cut in non-derenee expenditurea. He 
aeked if it would be desirable to d.rop the vork or 
that committee. Senator George aaid no , it would not . 
Mr. Doughten aakad Which ahould come tiret. Senator 
George said he thought that taxation should come tirat; 
that the committee could go on working on t ne economy 
program, but 1t the tax progru vae to be put through 
it must be done ae aoon ae poeaible - by the tirat or 
t he year or Juat aa aoon theraarter ae poaeible. He 
aaid one difficulty vae that if t he aubJect or taxes 
is opened up at all there vill be all kind• or pro­
posals presented. Senator George eaid that he va1 
inclined to ravor the withholding tax. 

Mr. Doughten ea1d he wanted to go along but that 
the 'iaye and Meana Coamittee 18 tired after the atrain 
or the tax b1ll. Senator George agreed that t he Congreae 
vu in a temper t o take a Yacat1on and it might be dtrU­
eul t to get tbe Rouee and Senate to worry much about 
legielation nov. 

Secretary Morgenthau eaid that hie mail ehovad 
more interest in the coet or living than in anything 
elae, that tnia should be an important matter vnen 
congreaamen are coming up tor reelection. Mr. Dougbton 
l&id that he had receiYed no letters from h11 diatrict 
about the coat or liYlng. The Secretary aa1d he would 
like to aend Miaa Elliott to aee Mr. Dougbton and aend 
aome women into hie district to talk to h1a houaewiYea. 
Mr. Doughten aaid that be could aend them in it he 
vented to but not to aend any with beards. 

Mr. Doughten aaid be t hought the intereat would 
be in getting more money and not in blocking inflation. 
He &aid that Dr. Orovther had oppoeed ueing the payroll 
taxes for expeD888 Of goYernaent and that toe repreaen­
t&ti'fee would undoubtedly tight an increaae in payroll 
taxation. 

Senator George aaid it would probably be poaeible 
to increase the old- age inauranoe ratee 1 percent with­
out muon trouble but it would gin rue to counter pro­
poaale. Boveyer, he and Mr. Doughten agreed that the 
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bearings could be liaitad to the Withholding tax and the 1ncreaae in social eecuritJ rates, 

The question wae tnen brought up ae to how tbia matter might be talked OYer with the other Coamittee membere. Kr. Doughten euggeeted that the Secretary sight talk to thea and Senator O.orge ea1d be aight call h1a Committee and baTe tne Secretar1 or 
Mr . Sullivan talk to them, Mr. Doughten thought t.hat the members would appreciate baYing the matter handled 1n tbie aanner. !be Secretar7 aeeured thea be would be glad to coae down and talk at &nf t1ae, Mr . Doughten and Senator George agreed to go back and talk to their member• and eee 1t a meeting to hear the Secretary would be deairable, 

The Secr etar7 then read an editorial troa a Sioux Falla, South Dakota paper,about lntlation, There then wae aome general diacueaion about getting Congreea to etay durin& December and the meeting broke up v1th the understanding tnat Kr. Doughten and Senator George would telephone the Secretar7 later today what the react1on was and whether he wae to come dovn to talk with tne Committee membere, 
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MINDIUM AMOOB! OF TAXES HEEDED 
FOR CALENDAR DAR 1942 

Inflationary torcea are now at work dri?ing pricea 

upward, Theee will be inteneitied by ohangea during the 

coming months in go?ernment expendituree and other taotors , 

These obangea are described below, 

In October 1941, total expenditures tor detenae were 

running a t the rate ot $21 billion a year, 1( In addition 

tne Federal Government non-detenee expenditures were at a 

rate or $6t b i lli on a year . ~ Tnue in October 1941, 

expendi ture• tor detenae and the regular activitiea or the 

rederal Government were at the r ate or $27t billion a year. 

In the ease month taxes were being collected by the 

Federal Government at a rate or t9t billion a year . gj The 

exceaa or expenditure• over tax collection• was therefore at 

a rate or $18 b1ll1on a year: $16i billion repreaent1.ng the 

exceae or expenditure• by the Federal Governaent , the other 

$l l bi llion repreeent1ng purchases by f oreign countriea, 

!/ About $18 billion or th1e tot al r epreaenta direct 
expendi ture• by the Federal Government; $lt billion, 
exoenditurea by National Derenae Corporations: and 
$lt billion, purchases by foreign oountriee, 

gj Total liabilities ae dietinguiehed rrom oaah col­
leot1one vera at tbe r a te or $15t billion a year, 
Tbeae tiguree do not inolude the Statee ' ahara or 
Social Security collection• tor unemployment insurance. 
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Io calendar 1942, 1:otal upea4Hvu tor detente are 

expected to be about t31 billion, or tlO bllllon higher 

213 

tban tbt October 1941 rate. rederal non-detente expen41tur1 1 

are expected to be about 1:he eaae, t &t bi111on. Total detenae 

and non-daten•• erpendlturee are erpec1:ed t o be t 37i billion, 

or 110 billi on grea1:er than the October 1941 rate. 

Tax collection• bJ tile GoYernaent , under exleting leg1a-

1aUon, are erpeoted to be tl6. 0 billion ln calendar 1942, 

or t 6i billion higher than t he October 19~1 rate. !/ The 

exoe•• ot expenditures oYer tax colleot lone will therefore 

be t 21i billion 1n calendar 1942, or about I Ji billion aore 

than the correepond1ng exceaa at the October 19~1 rate. 

That ie, beoauee detenee expenditure• wlll increaee aore 

rapidly than tax colleotlone, ind1T1duale and corporation• 

vlll haTe aTa1lab1t t3i b1111on acr e l ncoat than theJ bad at 

tbe October 19~1 ra1:e - - t Ji billion that t haT oan trJ to 

uee t o buJ coneuaere goode , equip their buelneeeee, eubecribe 

to detente bcnde, purobaae lnTtetMnte or bold idle. 

At the eaae tlae that 1ndiTiduale and buein••• concerne 

w111 be getting aore 1pendable incoae troa the detente ertort 

and the Pederal GoTernaent• • regular aotiTitiee, theJ will 

t1od a emaller aaount ot goode and een1ou ua1lable 1:o 
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In October 19~1, national inooae vaa J'WUI.iJI& at a rate 

ot t95 Dillion a rear, Ae vae noted aboYe, detenee vae taking 

t 21 billion or the national inooae, leaYing t7~ billion tor 

o1•111an uee -- tbat is, tor coneuaption, ror priYate capital 

goodt, and tor the actiYitiea ot State and looal goYernaente. 

In calendar 1942, naUonal income, aeuured at October 1~1 

pricee, ie expected to be at leaet $9d billion, or at leaet 

t 3 bi llion higher than the October 19~1 rate. Detenee il 

expected to take $)1 billion ot the national incoae in 

calendar 1~2, leaYing $67 billion. fhe aaount aYa1lable 

tor ciY1lian uee vill therefore be t7 billion lees than 1n 

October 19U, e 
Under theae conditions, the aaount ot exceee purcbaeing 

power would be about $10i billion, ooaputed ae tollowe: 

t 3t billion ie the net amount tbat Go•ernment Will be adding 

to the ependable incoaee ot 1ndiYiduale and corporation• 

our and abcn tne a.ount it vae adding at the October 1~1 

rate; $7 billion ie the net reduction in goode and eerYioee 

••ai lable tor o1Y111an uee, 

Tne acooapan)'ill& table eua.ari&ee thue tiguree, I.n 

addition 1t above thl a1n1aum uount or taxu uti-ted 

to be needed in calendar 1942 to keep price• at the October 

19~1 le•el, aeeuaing the extent ot pr1or1tiee and other 
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direct controla tbat now •••• lUalr. !hia aini~~Ua uouat 

lt t~i billion . Th1a aatiaate cannot be ooeputad directlr 

troa the other tiguree 1n the table becauae ot the neceaeit7 

ot taking into account aanr other taotora that atrect tax 

needs. 8oae ot theae ractora that we ha•e taken into 

account 

The 

arel ·~ 
~· .-...A. .... 

ae•er1t7 ot pPloaa, allocation, and other diraot 

oontrola; poaaible obangea in the degree to wn1ch coneu.era 

vlll apend rather than •••• their incoaea; poeeible changea 

in the del1re or pri•ate bueineaa to conatruct new planta 

and equipaent, rebuild old plant• and equipaent, or build 

up ln•entoriee; the indirect ettect ot taxee paid b7 aoae 

on the epending and aaYing or othere; the apeed at which 

go•ernaent epending is outetripping goYernaent tax re•enue; 

the apeed at wh1oh our added detenae needa are outetr1pp1ng 

our added power to produce; and ao on. 

Thie eet1aate that t4i billion ia the ain.iiiUa uount 

ot taxea needed aaauaea that thaae taxea will in general 

be in the t ora ot a nat rate tax on 1nco••• abo•• certain 

•1n1allll exeapt1one, the tax to be w1 thheld current17 at 

aouroe. It other tax aeaaurea were to be ueed, the .. ount 

or taxee needed would not be the ... e. 
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It ehould be eapbaeised that theee eat1aataa are tor 

the calender 1•ar 1942. lilloe 4ataaae epell41ng 1e upeoted 

to rill t.IU'ougbout 1942, a eu.l.ler MOWit ot a44iUonal t axu 

will be needed aarl7 in the 71er, a larger aaov.nt later ill the 

rear. ror thia raaaon, it aigbt be daeirabla to iapoea now 

only the a1niaua aaount ot taxee with the expectation ot 

1apoaing additional taxea later on when tba need tor thea 

11 apparent, and the couraa and nature or the detenae prograa 

1n tba latter part ot 1942 ia clearer. 

finall7 1 other aeaeurae than taxation can balp to control 

inflation. loaa ot these are alread7 in Corea or are claarl7 

roraahadowed, Theae haYe been allowed tor in the eatlaatea 

or tax neede gi•en abo••· But there are at1ll other aeaaurea 

tbet would further reduce tax neede, 8oae axaaplee are: 

The reduction ot federal non-detenae expendituree; acre 

stringent control or ooneuaer credit; and an appeal to State 

and local so•ernaente to reduce their axpaa4ituree bat aot 

to reduce taxae, 

Neither thlaa aeaeuree nor taxation nor both together can 

pre•ent price riaae reeulting troa epaoial taotore arraoting 

parti cular coaaoditiae -- tor exaapla , the part or the recent 

1ncraaeae in the price • or cotton and wheat oaueed b7 the 

go•erncent• 1 loan prograa, and inore•••• in the pr1cee or 

aome 1.aportad ooaao41tiea. 
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Allnual. rate 1A inorea .. lroa 
1'1:=:'1::"::-:,....,~~~·' October l~l 
bof~Ur : c~94~: oalen:!r 1~2 

(In bllllonact 4ollara) 

Dttenae expen4Huree. }/ $21, 2 $31.2 $10,0 

rederal non-daten•• expendltur.. 6,5 6.5 

Total daten .. a.nd non-daten .. 
expenditure• (ltea l+ltea 2) 1( 

Total tax reoelpte UDder 
exiatlng leglelatlon 

Exten or expendl turea oYer 
reoeipte (ltea 3 - ltea ~) }/ 

National lnooae, at October 
1941 prlou 

Rational lnooae aYallable tor 

1!.1 

oh1lien u .. (lha 6- Hea 1) gj 73,8 

Total aeount ot axe••• purohaelng 
power (ltea 5 + ltea 7) 

IUni.ua uount ot 8441 Uonal taxee out 
ot current lnooae needed ln oaleadar 1~2 
to keep prlou at tbe October 1~1 lnel. 

16,0 

21.7 

98. 

66.! 

10,0 

6 •• 

3.6 

J,O 

(decreue) 
7 .o 

10,6 

Inoludee expenditure• by Wat1onal Detenae Corporation• and 
purcbaaea b7 torelgn countrlee tlnanoed outalde ot t be budget, 

Bueioeaa taxee approX1aately eQual non-daten•• epend1ng ln 
October 19~1. : ; Por tble reason, lt 11 proper to arrlYe 
at national lnooae aYallable tor ciYilian uae, including 
uee b7 State and local goYarnaenta, by deducting tba detenae 
expenditure• troa national incoae. Otberwiee, an adJuetaent 
WoUld ban been neoeaearr. 

. 
• 
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l([!Hl!Uil .UIJIBT OF T.lXES HEEDED 
FOR CAI.ENIWt YW 1942 

Infl&tion&ey forces &re now &t work driTing prices 

upward. These will be intensified b7 changes during the 

coming monthe in government expendi turea &nd other f&ctora . 

These changes are described below, 

I~ October 1941, tot&l expenditures for defense wer e 

nmning at the rate of $21 billion a re&r. 1/ In &ddition 

the Federal Govel'llllent non- defense expenditures were at & 

rate of $6l billion & rear, Thus in October 1941, 

expanditures for defense &nd the regular actiTitiea of the 

Federal Government were at the rate of $27i billion & rear. 

In the same month taxes were being collected br the 

Federal Government at a rate of $9i billion a rear. £/ The 

excess of expenditures over tax collections was therefore at 

a rate of $18 billion a rear; $lSi billion representing the 

exceu of expenditures br the Federal Government, the other 

Sli billion representing purchases br foreign countries. 

!/ About $18 billion of this total represents direct 
expenditures br the Federal Government; $It billion, 
expenditures br National Defense Corporations; and 
$lt billion, purchases br foreign countries . 

Y Total liabilities as distinguished frCilll oaah ool­
lectiona were at t he r&te of $15t billion a rear. 
These figures do not include t he States' share of 
Social Seouri~ oollectiona for unemploJment insurance. 
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In calendar 1942, total expendltur., tor detnae are 

expected to be about $31 billion, or $10 billion higher 

21.9 

th.an the October 1941 rate. Federal non-detenae expendlturee 

are expected to be about the Bille, $6i billion. Total detenae 

and non-detenae expenai turea are expected to be $37i billion, 

or $10 billion greater than the October 1941 rate. 

Tax collections b7 the Government, under existing legis­

lation, are expected to be $16 .0 billion in calandar 1942, 

or $0} billion higher than the October 1941 rate. !/ The 

excess of expend! turea over tax collections will therefore 

be $2lt billion in calendar 1942, or about $at billion more 

than the corresponding excess at the October 1941 rate. 

That is, because defense expendl turea will increase mere 

rapidly than tax collections, indlviduab and corporations 

will have available $at billion more income than they had at 

the October 1941 rate -- $3! billion that ther can tcy to 

uae to bllf consumers gooda, equLp their businesses, subscribe 

to defense bonda, purchase investments, or hold idle . 

At the same time that individuals and buainea~ concerns 

Will be getting more spendable income frot1 the defense effort 

and the Federal Government's regular activities, ther will 

. 
• 
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In October 1941, national iDac:ce waa running at a rate 

o! $95 billion a 7ear. J.a •• noted abon, defenae •• taldng 

$21 billion of the national inc0111e, l eaving $74 billion tor 

civilian use -- that ia, for oonaumption, for private capital 

good! , and for the aotivitiea of State and local governments. 

In c&lendar 1942, national income, measured at October 1941 

prices, is expected to be at least $98 billion, or at least 

~ billion higher than the October 1941 rate. Defense ia 

expected to take $31 billion of the national income in 

calendar 1942, lnving $67 billion. The amount available 

!or civilian use will therefore be $7 billion lese than in 

October 1941. 

Under these ~onditions, the amount of exceae purchasing 

power would be about $10l billion, computed as follows: 

$3} billion h the net amount that Government will be adding 

to the spendable ino0111es of individuals and corporations 

over and abon the amount it was adding at the October 1941 

rate; fl billion ia the net reduction in goode and services 

available for civilian uae. 

The acct~~~panying table summarizes these figures . In 

addition it ahowa the minimum amount of taxes estimated 

~ be needed in calendar 1942 to keep pricee at the October 

1941 level, aaauming the erlent of priorities and other 
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clireot controla that no. aec liltel:y, Thh ainl- uount 

is $4t billion . This eetilllate cannot be computed cllreotl:y 

!ram the other figures in the table becauae of the neceesit:y 

o! te.king into account many other factors that affect tax 

needs. Some of theee factors that we have taken into 

account are: 

The senrit;y of prioritie:s, allocation, and other direct 

controls; possible changes in the degree to llhich cozuum.ers 

will spend rather than san their incolles; possible changes 

m the desire of private business to construct new plants 

and equipment, rebuild old plants and equipment, or build 

up inventories; the indirect effect of taxes paid b:y some 

on the spending and saving of others; the speed at which 

government spending is outstripping government tax revenue; 

the speed at which our added defense needs are outstripping 

our added power to produce; and so on, 

This estimate that $4t billion is the minilllum amount 

or taxes needed assumes that these taxes will in general 

be in the form of a flat rate tax on incomes above certain 

llinimwn exemptions, the tax to be withheld currently at 

source. If other tax measures were to be used, the amount 

of taxes needed would not be the same, 
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It lhould bt tllphaabtd that thtee utimat11 art for 

the e&lenclar )'tar 1942. Since detenat apencllne; ia expected 

to rise throughout 1942, a amal.ltr mount of additional taxes 

will be needed earl7 in the )'ear , a larger amount later in the 

year. For this reason, it might be desirable to impose ncnr 

only the minimum &lllOunt of taxes with the expectation of 

imposing additional taxes later on when the need for the 

is apparent, and the course and nature of the defense progl'&l!l 

in the latter part of 1942 is clearer, 

FiAallT, other measures than taxation can help to control 

inflation. Some of these are already in foroe or are clearl7 

foreshadowed , These have been allowed for in the estimates 

of tax needs ginn above. But there are still other measures 

that would further reduce tax needs. Some examplea are: 

The reduction ot Federal non- defense expenditures; more 

stringent control of consumer credit; and an appeal to State 

aod local governments to reduce their expenditures but not 

to reduce taxes, 

Neither these measures nor taxation nor both together can 

prevent price rises resulting from special factors affecting 

parti:cular CCCIIIDodi ties - - for example, the part of the recent 

increases in the prices of cotton and wheat caused b7 the 

govel'llluent 1 a loan program, and increaaea in the prices of 

same illlporhd CCIIIIllodi tiea. 
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Innual rate In : lncreaee froa 
October 1941 

october : calend&r : to 
1941 : 1942 : oalend&r 1942 
(In billions of dollar s) 

Defense expondi turea !/ $21. 2 

Federal non-defense expenditures 6.5 

Total defense and non-defense 
nponditUI'oa (item l • itfllll 2) !/ 27.7 

'i'ota1 tax receipts under 
9.6 eJ!!sting legislation 

Excess of expenditures over 
receipts (ite~:~ 3 - item 4) 1/ 18.1 

National income, at October 
1941 prices 95. 

National income available for 
civilian use (item 6 - item 1) ~/ 73.8 

Total amount of excess purchasing 
pmrer (item 5+ item 7) 

l.!i.ni!:nzm &lllount of additional taxes out 
of CW'rent ince~~~e needed in calendar 1942 
to keep prices a t the October 1941 level. 

$31. 2 

6.5 

37, 7 

16 .0 

21 .7 

98. 

66 .8 

$10.0 

10. 0 

6.4 

3,6 

3.0 

(decrease) 
7.0 

10.6 

4. 5 

Includes expenditures by National Defense Corporations and 
purchases by foreign countries financed outside of the budget, 

Business taxes approximately equal non-defense spending in 
October 1941, For this reason, it is proper to arrive at 
~at5ionsl ·i ncome available for civilian use, including use 
Y tate and local governments, by deducting the defense 

!xpul.enddi tUI'os from national income . otboi"Wiae, an adjustment 0 have been necessary. 
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When I appeared 'before the haate r1aaaoe Oo-.ittee 

on Allguet S, 1911.1, I po1ate4 out tht.t, 1a the 11ght of 

rap1dl7 oht.n&1JIC ooiiCU. Uoae, the all-out cletenae prograa 

would aeoeuUate al.l-oat taxaUoa, that •oh 801'8 rtn'tDilt 

would 'be requ1l'e4 aot oal:r to etreagthea \he pn.rDMat'• 

t1toal poe1t1on but eepeo1all:r to aa1ata11l eooaoa1o 

atab11U:r aa4 pnTent 11atlaUoaar;r pr1oe 1'1••• *1oh 

threaten to 1noreau the ooet of the cletealt prosraa, 

ubalaaoe taa1l;r budgeh, aD4 ~tr1ouel:r clhturb ov 

eoonoa1o 11ft. 1 

11aoe that t1ae the pr1oe r1etl haTe been aooentuatecl 

aad ooet of 11T1ag hae son• up eubetut1all;r. ftae ooe\ 

ot l1T1ag 1a the UnUecl 1\ahe bel rhen onr 5i peroent 

dur1ag \he la1t f1ft 808\hOo J'roa .ballet 1;0 kp1;eabtr 

alone 11; rote ~:r almet 2 peroent. An 1atene1Tt et.ct;r 

ot the probl .. of Met1JIC \hie 1nflaUoaar:r threat b.ae 

been under wa:r tor eneral 80nthe aacl oerta1a tentat1Te 

oonolue1oae are aow at halldo 1'he:r haTe noh aa 111portaat 

bear1ag on the uaecllah thoal prosraa that I with to 

n.&rhe \h.. tor ;ro11o 

. 
• 
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Oil ~ N.811 ef theee etuu .. u appear• ~t 117 

JaDe, 1942, the 4efaee lpiii41A& Of the re4eral 0onl'll­

aent will be at a rate of about 115i b1111on per :rear 

abo•• the rate of 4efenee epen4111c 1A Jane, 1941. It 

appear• that reTIIIU .. will be ooU~~c 111 4ur1AC Jue, 

1942, at the rate of about t6 bU11oa abo•e the rah 

ot .1Wit1 1941, euoh 1Aorea .. be111c dl&e 1A part to ~ 

etreou or the rate 1Aorea .. , of the lltTIIIUe Aote of 

l9llo aa4 1941 aa4 1A part to the larcer tlcnr or uoo ... 

.bother t J bUl1oa, at .ott, or the 1Aoreue4 

4ereaee expenditure a&7 be oounteraot ed b:r a re4uot1on 

1D ooneuaer epend1DC on oon.u.pt1011 coo4e &114 een1oee 

and b7 a reduot1on of bQe1neee epen41DC on pr1Tate 

oapUal coode. 8uoh reduoUou will be oauee4 b:r 

derenee eaT1AC• bond parohaeee, b7 pr1or1t1ee, b7 the 

UDaYa1lab111t:r of aoode aad b7 a nuaber or other 

reetr1ot1Te faotore. 

r1aa11:r 1 IJ. bll.liOII 11 lU.el;r to be abiOI'be4 b7 aD 

iaoreaee 1D oorporate reeerTee, &114 will not reaoh the 

han41 Of 00111uaer1. 

!he total orreet to the 1noreaet4 COTtrnaent eptn4-

1ng 11, therefore, about t lo b11Uon, lea•1AC t5i b1ll1oa 

or purohae1Ag power that will be puebiq priou llpwar4. 
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power wUl be aYaUable for e:.;pa41tve, the now of 

goode for oiYiliaa ••• wi1l be at a reduoed rate. 

Daten•• aeeda w11l, ae atated aboYe, require about 

$15i bUl1on 110re 'bT aert Juae than laat June. Yet 

bJ June, 19~2, the total real output of goode aad 

aerYio .. will pro'b&blT be ao 110re than tlOi 'bUlloa 

per rear higher thaa 1a Jue, 19111. Bnoe, o1YU1an 

output mat be nt dowa 'br about $5 'billion 1n \he 

aue peri od. .la noted abo••• t3 billion of \hie 

4eol1ne 11&1 oo .. abont aa a reault of daten .. aaY1nga 

bon4a purohee81, prioriti .. , ahortaaea and other faotora, ' 

but the r .. t of the 4tol1ne lltltt be aoh1tnd through 

1noreua4 taxation or other expenditure ooatrola if 

prloaa are aot to l'iae. 

!o abeorb the axoe .. plll'ohaa.1ng power of t5i bil­

lion &114 to aleo radlloe pr1Ya te ~enc11q at the r ate 

ot an a441Uonal t2 'b11l1on, a tobl of t7• bU11oa, 

will require about tQ bUl1on 1n iaoreaaed tax•• with-

drawn ovrentlT froa the inooaae of oonauaera. !he 

apparent 41eorepanor of t1 billion her a refleota the 

1n41reot eftaota of \he ad41Uonal tu... It the deol1ae 

1n prbate epen41ng due t o priorit1 .. and una•a1labilUT 
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o! socxt. 11 le .. tbaa Ule ., 'b1ll1oa -t1oae4 a'bon, 

an nea lar1er .-out ot h.x .. will be DH4e4. IJuleed, 

the tobl uout ot tax .. needed to prneat a nb1'aa­

Ual rile 1D pr1o.. 1D Jue, 1942, 11a7 be a1 high •• 

t9 bWloa aaaualq. 

J'or tlohaloal reaeoae the figural glTID a'boTI were 

oo11putl4 u ot \he 110a\h ot Jue, 1911.2. !he Died tor 

1aoreall4 tax l'eTeaue would aot be qui.te a1 grea t 1a 

Januarr, 1942, but will be T&1"7 noh rreater tbaa \he 

reTtaue to be 4el'1Ted troa lawe aow 1D etteot. P'ur\hero-

1101'11 be:roa4 Jue, 1942, the aee414 rate ot 1Doreul4 

tuu aa:r be tTen greater t han tor June, 1942. 

11; al:lou14 be Tel"7 olear that the blll'dea ot the 

tue1 aeo•••&l"7 to hold 4owa prloe r11ee will be ao 

greater Ulan Ule blll'<laa ot \he prloe r11e1 thea1elTIIo 

It the 001t ot 11T1ag gou ap 5 peroent, 1t 1.11p0eee 1D 

et!eot a 5 paroeat sro•e l.aoo .. tax without exeapt1on 

on the lowut 1aoo .. groupe 1D the oout1"7o IatlaUoa 

iapo1ee bul'4ea• a• real a• tax•• bllt 1a the oaee or 

la!la Uoa t he 110ne:r 40ee aot co to the sonrauat. 

It ahou14 aot be aeoeee&1"7 to aeat1on the Ttl"7 

11r1ou1 eTUe ot 1atlat1on an4 the creat 1aportanoe ot 

prenntbg u. we are all taa111ar w1 Ql the w~ 1a whloh 
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U bl&l'd•• ~~ p-eat bulk o~ ~. pop11laUo11, 1Dob41llc 

tho loweat 1aooM gl'O'IIpl, fill&llo1allJ .. 'bal'ra .. •• Bbh 

&D4 looal SOYirBaelltl, 111oroaaoa tho ooot o~ da~onao 

aater1ala, s1na opporhaU1ea ~or pro~1her1ag &Dd 

othei'W111 hara1as &114 4uoral1&1Dg tho people. What I 

would like to atiro .. 11 that •• han reaohld the pout 

where TiSOl'ODI &Ot1oD 11 1111414 IIOY- w1th01lt 4118)' -

U •• are not to haTe all aoooleratl4, 4oeti'Qot1Te 

1Dtlat1oD&rJ pr1oo r1ao. 

'fho probloa o~ proYutiag ~lat1on nelda to be 

attaokld a1a1llt&Dooual7 011 all ~rolltl• I haYe ropeatodl7 

ea14 that aon-4o~onoo expen41turoa lhoul4 be rl4uol4 &D4 

that 11i h 111port&Dt ~or 1D41Y14uale to 1Doroa11 their 

plll'Ohalll o~ 41~111 .. 'boD41o rroa t1ao to UM I han 

.. IIUoald other Mthodl that ahoul4 be adopted to help 

etaYe ot~ 4oatruot1Yo pr1oo r1•••• But all thea• plaao 

tosothor will ~&11 ~ the 4o~1o1t aow oot1aato4 at 

fl2.6 'b1ll1oll ~or the ~1ooal Jl&r 19~ oontllluoo to 

ll'OY &114 the rlderal 0oTiraMIIt OOIIUDUII to p01lr OUt 

parohaeiag power to oonnaera without at the Iaili t1ao 

tak1ag baok a nr, au'b~taat1al part ot the 1Doroaae 1D 

tho tora ot tax••• !he aGIIIJ 11 bolas pa14 oat now. I~ 

tho taxoa are to help preYeDt pr1oo 1noroa••• th17 .mat 

ba 18poao4 at 01101 &D4 oollooto4 ourrelltlJ w1th the 

1aooao paJMat1• 
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1or 1ita1e reaeoa I propoee 1io preeu1i w 1ilae 

OoJICI'••• a aajor PIT••• ra1e1 .. Pl'eiJ'... 1'lae prop-aa 

:roupl7 oo11eh1ie ot ~•• pane~ (1) 'fu .. w be 

111p0 .. d •• 110011 •• po .. t'ble aad w be oolleohd bec1a­

D1D& Jaouarr 1, 19~; (2) o1iher .. jor \u 111orea••• 

aod ollaagea \o 1aoreaee reYellue ud \o balaaoe ~e 

t.pao\ of \he uU-1atlaUo11 PI'OII'&a 011 ..U 1aooa .. ; 

aod (J) ohaogee w eloee 1apol'\u1i 1oopho1 .. 1a 1ilae 

1iu qe1i• aad k r..,y, hal'datalpe whtoh haYe dan1opact 

ader \he 1iu 1awa. 

1. tp.,Hjti{!f!~OB 1ip .. !bloJl rhqald be i!pq•d 

!he fire\ reooaaelldaUoae re1ah '• 1iu .. wh1oh 

abou1d be 111poeact d 01101 110 \hd oolleoUoo aq bte1a 

Juu&l'J 1, 19~. !hq are 1iu: .. wtaloh will w11ih4ru 

pvohae1J11 power troa oo11euaere before u 1e epn1i. 

!he f1re1i rooo ... a4a1i1oa tor aa\1-1atla1i1oll&l'J 

1iua\1oll 1e \he tapoa1\1ea of a ... aupp1eaea\ar,r 1iu 

oo Ill\ 1aoo .. w be w1\hhel4 a\ \he eovoe oa ealart .. , 

W&gee, dlY1deJI4a1 boad 1&\erea\1 aDd elallar 1\1111 aad 

oolleohd q11arhrq 1ihro118)1oa1i \be 71ar 011 o\her taeo .... 

!hue \u .. wollld \hua be oolleo1iacl ta .. tar •• po .. tb1e 

11ke 1ihe pqroll 1iuee. !hq woal4, howenr, han 
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pereonal •~8ptione an4 oredite tor depeD4ente. It 

u tentaUnl7 reo-ended that the rate ot tb1e tu 

be 15 percent and that the tx1eting pereonal exeaptione 

of t750 tor eincle pereone and t1,500 tor aarried 

co~plee, With t4oo credit tor each dependent be allowed. 

!he euppleaentar7 wUbbolding tax would be deducted 

froa 111t inccae in coaputing tbe inccae tax. Be~uee 

of tb1e deduction an4 because ot the pereonal exeapt1cne 

the i ncreaee in ettectiTe rate or tax would neTer be 

the full 15 peroent and indeed would n•••r be aore than 

about 11 percent. A aarried couple with no children 

and t 2 ,000 ct incoae wculd b&Ye their combined With­

holding and inooae tax inoreaeed troa t42 to t llO, or 

t6S aore, which il 3•4 perctllt ot the t 2, 000 illoome. 

It ie eetiaated that at preeent incoae le•ele, 

thh tu will Jield &DDual17 about • • • • • • • • t2.S billion 

n ie r•o-Ddld 1eoond that the p&Jroll taxee 

tor old-age and eur.iTore' ineurance be increaeed. 

!heee taxee are at the preeent tiae iapoeed at a rate 

of 1 percent on e8plo7ere and 1 percent on e8ployeee 

and are eoheduled to rite on January 1, 1943 to 2 per­

cent on eaplOJere and 2 percent on eaploJete. fhe 

recoaaelldation 11 that thil 1noreaee be made one Jl&r 
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aooner than waa acbe4uled. It Will be recalled 

that no increa,. waa ude on .Tanurr 1, l94o when 

it vae originall7 scheduled. 

fha inoreaee in tax would yield during 1942 
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increaead re•enue ot approx1utelr • • • • • • • to.9 billi on 

I would lilte to 1tre .. the nrr great iapor­

tance ot oon1idering and paeeing theae tvo tax 

increuee at once in order that the aoner u y bt 

t aken out ot the handt ot coneuaera bttore it can 

be apent b7 thea, thue reducing the intlatlon&rJ 

preaaure ot t he 1noreaeed detente expenditure•. 

Purther, it i l recomaended that at 1oon at 

practicable, t he Social Security Boar4 1 t prograa 

relating t o the exteneion ot oo•erage tor old-age 

and tur?i?ora• ineuranoe and untaplor-ent 1neuranoe 

and the rt?hion ot the untaploJAent 1Dauranoe 

•ratea 1hould be enacted. ! he change with reapeot 

to uneap~OJlltnt ineurance in•ol?ea an additional 

1 percent tax on t he employee•. 

!he combined etteot ot thtee ohangee would bt 

to inoreaae the re•enue by approXimately • • • • 11. 0 billion 

f he abo?a ant1-intlat1onary taxea reooamended 

tor 1apoaition aa 1oon &I poeelble would Jield a 

total 1noreaeed re?enue ot • • • • • • • • • • • 111-. 7 b1ll10D 
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and to balance 
ax progru. 

The additional aocial aecurity payroll taxee and 

the new supplementary individual income tax would tall 

Yery largely on the lev income olaaeee . Substantial 

increase• in other taxea are neoeeeary to balance the 

burden or these taxea, to restore an equitable distribu­

tion or t ne total tax load and to raiae tbe revenue 

needed to finance the detenae errort. 

It ia recommended that the aurtax rataa or the 

indiYidu.al income tax be increased; that the excess 

profit& tax be made more ettective; that the corpora­

tion income tax be increased; that the eetate and girt 

tax ratea be increased and the exemptions lowered; 

and that the defense excise taxea be extended to 

important items requiring diversion ror detenae 

purpoaee. 

These tax increases ahould be deeigned to 

232 

raiee a total additional revenue or troa • •• $1 to $2 billion 

3· Change• to prevent avoidance and promote egu1ty. 

Finally, in an all- cut tax program, it ia extremely 

important that all known avenues or tax avoidance be 

closed. It ia likewise important t nat hardahipa and 
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1nequ1t1•• to certain t&rpaJer• under pre•ent law 

be el1a1nat•d, !he higher tax•• ot tbe deten•• 

period aake tbeae hardabipa and inequit1ea 1norea•1nglJ 

burd•n•o•• and irritating, !he el1a1nat1on or both 

tax aY01danoe and tax bardab1pe 1• dea1rable not 

onlJ tor tiaoal reaeona but tor the proaot1on ot 

equitJ and the aaintenanoe or aorale, 

It 1• ~q underatanding tnat tne Bouse v.,, and 

Mean• Coaai ttee and the Senate 1'1nanoa Cou ittee are 

planning t o undertake re•1e1ona along t heae linea 

1n t he YerJ near tuture, in the eo-called 1ada1n1etra­

t1n bill , • 
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llovember 5, 1941 
10 : 29 11.111. 

233- A 

Yea , ~r . Secretery , s ood morninG. How are you? 

r1ne , how are you? 

r l ne , tna nk you, e1r . 

~~·J ": It wae "Blithe Solrlt." 

-::.. Jr: 

·-: ~r: 

-·~ Jr: 

Huh? It •as "Bll the Solrl t", uh huh . 

'lee. 

(Lauc;hs) 

Graoe . .... 

Y~s . 

Senator .. 61 ter George - heve you go t a ?enell? 

Yes , @lr. 

Sob ~ou~hton Just left nere after en hour e nd a 
half ..... 

~·.J ~: ::ow, I out u ' to th•m th1 ~ thl ng o~ gttt1ng more 
t uee thla year. 

Ub huh. 

" .;,., Both ee t a xet ar.o 3'>e lal 3eeur1 t ; . 

:.. .. ,,.. . ... "" . . An~ the] 're goi ng b&ek en~ •~enk t o the member e 
o r t ne1r eommlttee •.... 

Ye s . 

":·.Jr: •... . a nd Daugh ton may eel< n.e t o oome U ) this 
s tternoon to en1e1n l t t o ·.aye ~tnd :~eane . 

. · Yea. 

' 
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:ow, I told the ?reel dent tlult I ·~a en' t go ~ng 
to atte:not to erolaln it to him until I found 
ou t whether t here wee eny chance ot gettin~ it 
1aseed or getting it considered this year. 

Yes. 

233- A 

But I want him to know thll t •·:nl tar OeOI!;e wae very 
reoeot1 ve ••.•• 

Uh huh. 

. .... end Doughton- well, he dion 't Aoow. The 
boys :nlch t ,..,. n t to Eo home. 

Yet.h . 

-..;r: So if the ?resident sees anytnlng in tne ::a~e:- , 
it' s all still in tte air and a e soon psI kno~ 
what Senat~ :- George and Oou&hton tell me what I 
can or cannot do •...• 

-· 
-.. Jr: 

-. 

~. 

... v!" : 

1': 

Ye ~ . 

1 will let him know. 

Yee , e1r. 

But I'm not botheri ng him until I know. 

Yee. All r1&ht , fine, Mr . Seoret~ry. I' l l ~1ve 
hi m t net message; end then I'll call you later 
to tell you &bout to~orrow. 

e~h . I •.... 

I s till aon't k~ow about tocorrow let. 

• .. ell , tnen, I ' m welting to he~r . 

All right, sir. 

Thank you. 

Fine. Oood-bye. 

• 
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secretary 
St1mB) n: 

!!l!Jr : 

S: 

a;.:Jr: 

~:Y.Jr: 

S: 

H!!Jr: 

Nonaber 5, 19~1 
10:31 • ••. 

Did they explain to you why I couldn't coae to 
the phone? 

Oh, yea. That's all right. I've had word trom 
the president ot the Ourtiaa-Wright Company that 
they had received a letter from the Treaaury 
requesting information on contracts, prices, 
del1ver1ea, and other things that we're keeping 
aecret. Now, I wanted to aay this, that I -
it will be very much eater it all ot thoee 
requeate come to ua and t he i nformation be given 
out through ua than it it 1 a done d1rectl r to 
different corporations that do thi a. 

Yeah. 

Because then - I mean, ~e're holding them under 
very tight rdn. 

Yeah. 

Aa - tor reasons thAt you can understand perfectly. 
And it they - 1t those reins are r elaxed or it 
they're in the hands ot more than one driver, 
they'll be - the thing ~111 get out and the secrecy 
which is getting more and more important every 
other day - every day - will be destroyed. 

Nov, I'm havi ng thoge thinga made u9, and can I 
talk with rou again agai n? 

Well , I've written a l etter t o you, aaking you 
whether you would aee Mr. George Haas, who's in 
charge ot our statiatios, and t urn him over to 
whoever the right person ia. 

I haven't eeen that letter yet. 

No , beoauae I'm- it •.••. 

It haen't oome yet , I auppoae. 

No, it haan't oome yet; but I mean, I wrote it, 
and I waa going t o call you t hi s morning. 
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~ell, I didn't want to Juet enewer you by a 
letter. I wanted to call you up and talk wi th 
you about thle thing so that you'd underatend 
the oondi tlon. 

Well, would you - what t i me this afternoon could 
you Just eee him to t urn him over to whoever t he 
proper per son is a t ter you ' ve seen the lette'r. 

Well , can my - it I - I was going to be away 
this afternoon. It I lett it in the hands or 
Lovett, tor instance, could you •.• . . 

Well •..•. 

He could go right to Lovatt. 

235 

Well , it isn't Just- it'• t he whole question, I 
mean, or contr acts - how muoh haa been spend and 
how much w111 be soent. It'e the over-all picture. 

'tee. 

I mean ••••. 

I rneen , you want it tor what purpose? 

I want it both tor the President and myselr, and 
I've got to appear this afternoon- I mean, I •.... 

I can easily imagine perteotly •••.• 

I mean, hov am I ..... 

•.... the very i mportant r easons. 

Well, I mean ••••. 

·~ell, I . was Just aa.king ..... 

Well, there's thousands or reaeona. I mean - why 
I can't ever keep track or how tea t this money ie 
going to be spent . .••. 

Xes, I see • 

e all these figures about ••..• •.•• . you ae 
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S: 

3l!Jr: 

S: 

!ll!Jr: 

S: 
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Mow, it I tell Lovett to •.••• 

Well! the aan that I'd like bia to eee ie Ayree. 
That 1 the aan I want bia to eee. 

Oh, Arree. 

Yee. 

All right. Look, it be could come tomorrow 
morning or tb1e morning, I co~ld do it ayaelt; 
b~t it he comee tb1a afternoon, I'll have to 
have Lovett do it tor me. 

Well , be can come tbie morning. 

Well , all right. 

All I want to do ie J~•t to ebow yo~ what I 
want, and then it yo~ turn him over to AJree. 

Yea. All right. 

3l!Jr: What time could yo~ eee him tbia morning? 

S: •.~ell, eay, t welve o' cloolt? 

!ll!Jr: He'll be at yo~ ottice. Hia name la George 
Haaa- H do~ble a, a; and he'll haves letter 
trom me. 

S: All right. Thank yo~ very •~oh. 

3li.Jr: Thank ro~. 
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GOOUP liEETil'G 

Preaentr 

R.M.Jr: 

".aston: 

H.li.Jr: 

Bamardr 

Gas tons 

H.Y.Jrr 

Kr. Korrl• 
)(r. Barnard 
JCr. Tbo~~pa on 
Kr. Hau 
liZ'. Guton 

lo•eabe~ 5, 1941 
lOrts a.a. 

Kr. Buffington 
Kr. Folq 
Kr. ltllhn 
Kr. 911111 nn 
)(r. ihi te 
llr. Bell 
)(ra. not\ 
Kr. Schwarz 

I thought I would tell you people in strictest 
confidence where we stand on taxing. I 
aiased JOU (Gaston) 7eaterda7 at three o'clock. 

Oh, I u aorq. 

Once JOU got a tartec\ I thought 70u would keep 
ooainc. You htve still got tl.ae to get in. 

That 11 probablr., fault. 1 don't mow 
lt rou were not fled, were TOU' 

Well, I heard about the ••tlnc. I forget 
just how I got lt. 

'fell, at an7 othara I want Kr. Gutoa to sl. t 
in on t~, it he is tree. we went tor 
alaost an hour and a halt, and to condense I. t 
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down, Walter George felt all right about the 
withholding tax ana shortening the Social 
Securit7 tax, making the higher rate effectiYe 
Januar7 1 this J8ar instead of •43. He 
didn't want to do an7 more than that because 
he said t hat the7 promised the Senator from 
Californi a a chance in December for a hearing 
on Social SecuritT and he said that is going 
to be a long job. He said he called ,ou 
(Bell} up for some figures recently on expendi­
tures and that the tigurea di4n ' t surprise 
him an7. Doughton was YerJ1 YerJ hesitant. 
Then he put it up to George, which came 
firat . You can't do two thi~ at the aaae 
time. Should he do Social - - should he 
do taxes or economy, which comes first. 
So George said, "Well, the taxes came first.• 
So then George said - then Doughton wanted 
to know whether this was for revenue or for 
inflation, and I said, "Inflation.• He said, 
~ell, nobod7 in my home town is worried 
about inflation. I don't get a letter about 
infl stion. • I said, "Well, you will, and I 
will send some women up there. • He said, 
"Well, see that the7 don't have beards." 
(Laughter). Then he eays, ~o, you had better 
not send an7 women up to me." But we want 
to send Miss Elliott. I will make a note . 
I want to fet Miss Elliott to go up. But 
he aa.ld, • nenr he&r &nJthing of it. .Ul 
my letters are on economy. Nobod7 ever 
writes me about inflation. • 

Well, the upshot of the thing i• thie. 
Daughton may invite me and John to come up 
this afternoon to an executive meeting to 
explain i t to the whole Committee, what we 
want. George is going to speak to his people. 
I don't think he is going to have an7 meeting. 
He will let me know this aftei'JI.OOD 1b ether 
they will do it or not. So that is about 
where it stands. 
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Would you like act two? 

Act two? 
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Yes . l.lr. Doughton called at about twenty- five 
minutes past ten and he had gotten into an 
argwnent with Senator George riding back, 
Doughton says that Senator George misunderstood 
this, that this thing is a substitute for the 
income tax, and isn' t somethi ng in addi t ion 
to it , and he said, "Put the thing that is 
troublin~ me is that it is a substitute and not 
an addit1on to it . How do you get anything 
extra out of it?" So I went through that until 
just r.hen I came in here, In the meantime, 
Senator George was on the other line wanting 
me to get hold of Doughton and straighten 
him out . 

Now, I think he knows that it is in addition 
to , b11t I am not sure how clear he is about 
it . 

Well , how C.id he t hink when we ran dorm the 
thing and got two, eight and then so much 
more and so much more --

That is what troubled him. He didn ' t see 
ho1; you could get any money if this i s a 
suhtitute tax . 

The poor ol d boy is t oo old . 

He is straight on it now. 

We l l , that is really the principal thing. 
l'.'e may have to go up this a fte rno on. 

The tax notes, how much did Yle sell in 
October? Did you (Bell) tell me four seventy? 

Four seventy- four . 

• 
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H.W.Jr: 

Buffington 1 

!!a as: 

Bufti ngton 1 

H.l!. Jr : 

Burtington: 

Haas : 

H.M.Jr: 

Thompson : 

H.ll.Jr: 

Haas : 

H. •. Jr: 

l!aas: 

H.!I. .Jr: 
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I figured four seventy- four and two seventy­
six for the others made a total of seven 
fifty. 

·~· notes are off a million. 

That was the small class, "A", wasn't it? 

No, the total was four seventy- four . 

How much of that was small? 

Five million seven hundred and f i fty, 
preliminary figures , so our net result of our 
effort is off a milli on from the month before 
(laughter) . 

I thought ;you were giving that low figure . 

Norman, have ;you got anything? 

If I could stay a couple of minutes, I have 
a number of things . 

~here is George Haas? Have ;you got those 
letters? 

I will have them before the meeting is over. 

Because llr. Stimson will see ;you at twelve . 

Swell. I haven't had a chance to clear thea 
with nan, ;yet. They are still in the type­
writer. 

Well, he called me up about another thing, 
complaining, and so I acted as though -
well, he wouldn ' t believe me - that I already 
had these letters written. He had heard 
I was trying to get some information. Do 
;you (Thompson? want to see me? 
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Thompson: 

H. 'J.Jr: 

Pell : 

H.U.Jr : 

Pell: 

H.'!, Jr: 

Pell: 

H. }J .Jr : 
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Yes. 

I would rather let it go until this afternoon, 
I have sent for Allan Barth. You ask Fitz 
for an appointment. 

It will keep. 

Dan? 

You remember a year or so ago we had a Govern­
ment self- insurance bill that ~ e ~orked on 
and got through, and it is now in operation. 
Since that time we have been working on a bond­
ing bill, that is, giving surety bonds to 
Government employees that cer•tify payrolls and 
disbursin~ offices and so forth . ~~ pay the 
premiums 1nto a fund. That has all been cleared 
by the r epartments and t he Budget, and it is 
ready to go up over your signnture , and it is 
going to be qui te a fight , because the surety 
companies are all coming in en masse . ~e have 
discussed it with a few people on the Hill , 
and thel won't touch it to introduce it as 
their b1ll. They will introduce it if you 
request it. Al l of them have surety companies 
in their districts and they don't want to have 
anything to do with it. 

Do our own bonding? 

Yea . 

That has always been a political racket . 

It has always been somet hing that we could 
never get through because many of t he surety 
companies have Congressmen and other politicians 
and officers, processing officers in their 
districts . 

SUre , 

. 
• 

' 
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H.l.'.Jr: 

- 6 -

I just wondered if you would like to take on 
that fight at t his time, or shall we delay i t 
until next session? 

Well, it is a worthy one . Get it started. 
One fight more is all right with me. 

O.K. Phillips handed me this memorandum 
last week (October 30). It is along the 
lines of your discussion. 

~here is my aide~ Come here, aide (Korris) . 

It is along the lines of your discussion 
with Governor Towers. 

I have one from Canada on that, too. He got 
that last night. 

I already talked to Harry 1'/hl te about it. 

Well, her·e is another interested party. 

No, I am just a messenger. 

From whom? 

Phillips. He handed i t to me. 

Well, it is the same thing, machinery. 

Absolutely. 

~iell , we have got t he same thing from Canada 
now. 

Well that is tAe reason he was in. He heard 
about Governor lowers and he followed him. right 
in the door. 

Well , wi 11 you 
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Yes . 

All right . 

1 am ready to talk to you any time if you 
ar~ ready on the Ryrd Cotunl. tlee stuff and 
other things . 

V.'ell , this is a 1i ttle strenuous this morning, 
but I have got it very much - I woke up in 
the middle of the night and made a speech on 
it . V~ speech was that we keep adding to the 
engine horsepor.er on the Agricultural Depart­
ment to speed it up, but we have forgotten 
all arout the brakes . Nnw let's give them a 
small er engine and bigger brakes. I am ready 
for you. 

O.K. Any time you say. 

Yes, but I have got to keep myself open for 
this other t hing. If 1 go up, I want you 
to go up with us. You had better t ake a l ook 
at the memorandum that came to the house 
last night. 

All ri~ht . I ~ill t ry to get up to date. I 
am a l1ttle behind . 

v:ell, you h~d better get up to date. The 
man t o see 1s hoy Rlough . 

All ri&ht . 

And i f anvbody else hasn ' t seen it, those 
people that worked on it, I think you oucht 
to circulate t hat , Roy, the ono I go t . 

There have no t been enoubh copies made, but 
we Tlill have them made and circulated. 

I have nothing. 
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Chick'? 

I have a rough copy of Senator Vandenberg' s 
full statement last night which we can have 
typed up . 

I admit it is rough. 

He was verr rough. He only gave out carbona . 
We got a ttcker carbon that came down from 
the Hill downtown. You wi ll be asked about 
it tomorrow. 

Well, we will know "UUCh more by sunset tonight. 

Fine. That is all. 

Harry'? 

Were you coam~enting just now something with 
regard to Agricultural speculation, because 
1£ so , I have a bit of information that 
might be pertinent. 

I was talking about a billion two hundred 
million dollar appropriation, 

Oh. The man who is in charge of atriculture 
speculation happens to be an old colleague 
of mine, and he came to see me. 

Vehl '? 

No, he is the technical man under him, Beach. 

Did you see the top fellow or the fellow under 
him'? 

I think I saw the fellow who must be the fellow 
under him, but he is the fellow who knows 
about stuff. 

Will you speak to George about it? 

Yes, I will. 
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I think he w.a ln the meeting when I went OTer . 

George is watching it tor me. Will you pass i t 
on to George? 

Yea, I will do that, 

What else, Harry? 

I have some material I think rou would like t o 
see this morning if you have anr time . I think 
rou ought to see it this morning. It will be 
ready in about fi fteen minutes. 
You are not ready? 

Well, i t is typed. It is probably ready now. 
I will see you between now and twelve . Ia that 
boy coming in at a quarter of twelve? 

Yes, sir. 

Well, will you be here at ten minutes to 
tv1el ve? Do you think you will be ready, 
Harry? 

Ten minutes of twelve, definitely, yes . 

George? 

Speaking of agriculture speculation, did you 
notice in the Businc~s Review that the margin 
requirements for cottonseed oil were reduced 
from fifteen per cent to ten? 

That is good , 

No, it should go the other way. 
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Oh, yes. Well, who does that. 

New York Produce Exchange. 

Doesn' t that come under the Commodity Exchange 
controlled by Agriculture. 

No , they don't have authorities. They were 
set up to protect farmers' interest, you know, 
in speculation. They are set up as the 
Securities and Exchange is to protect the 
individual speculator from being - getting 
into trouble, so they don't have authority to 
change it. The;r can ask theo and maybe the 
exchange would change , but I don't know what 
their experience has been. But it is in­
teresting that it is going the other way 
rather than tightening up. 

Roll about my writing a l etter to Claude 
Wickard on it? 

It woul d be all right. 

Saying, is there anything he can do about it. 

I think it would be all right. 

·Nould you do that for ce? 

Yes, sir. 

I will sign it. 

All right. 

Are you sure there is something that can be 
done about it? 

!larry--

They can make a recommendation on it. 
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'ftlis futures buaineu, llr. Secretary, is 
very complicated and as long aa you are 
sati sfied that you are right, O.K. 

Listen, it' Iwu in there, I could send for 
t he president of the Produce Exchange and 
say, "Look, old man, do you want to stay in 
business?~ "Sure." "All right. Then run 
this thing right or we will get legislation 
that will stop all legislation. • 

We made a speech the other day, Harry, and 
told them. 

There is a great deal to this, and if you 
are on top of it, fine. 

Well, talk t o George. Tell George what you 
have got in your mind·. 

They put that --

The whol e trouble with that Department over 
there, t hey are set up to l ook after the 
packer and the big miller. They have got 
no more idea of the consumer than anybody 
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I ever saw, and I told that to Wickard, and 
Wickard agrees with me. Wickard is shocked 
to think that the people that take the rap 
on this speculation, that take the short end, 
are the little fellows , and he said, when it 
was brought to his atlention, he was just as 
shocked as I an, and he said they had never 
thought of i t. He said he had never thought 
of it, that the people that buy the hedgu that the 
millers sell are the dentist and the gasoline 
station f ellow. Vfuat is this? 

They put i t in the form of a draft. You see, 
I t hought I would have t ime to clear it with 
Dan before I brought it in, but if you can 
clear it , we can have a draft of that. 
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Well, you have got to get it over there by 
twelve o'clock, and you have got to get it 
on m1 stationerr. Let Bell see i t. 

Will you (Whit~ talk to George? 

Yes, I int end to definitely; if George is 
satisfied after what I tell him, fine. 
(Laughter) . 

I didn't ask you whether you - rmen you told 
me - when you asked me was I on top of the 
thing, I didn't answtr you. 

I didn't mean whether you were on top of it. 

I didn't answer you. I don' t know whether I 
am or not. 

Well, what I have to say I will pass on to 
r~orge , and I am sure that he will eive it the 
consideration it deserves. Thnt is what we 
say in our letters when we want to throw 
something in the waste basket. (Laughter) 

Ill's . Roosevelt used the i'igures I sent her 
right in her column, the ones that Geor~ 
furnished me. Isn't that swell. This 1s 
some more? 

Yes, that is some more. 

Will you fix it up in a letter for me to Urs. 
Roosevelt? 

All right. 

That is grand . I didn't notice that . 

We can just send a covering letter. 

That is swell. There are our figures right 
in there. 
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Yes. 

I thought you would be interested in that 
clipping, also, 

That i s good. 

Yes, it is verbatim. 

Do your boys know that? 

I asked them to look over her column yester­
d&¥ and they found that. Here is your rej\Ul&r 
savings bond report. Here is the redempt1ons 
on the Defense Savings Bonds. They look 
prett,r good. I have not been able to get hold 
of Phil Young yet, but I am pretty sure that 
information is available. In fact, here is 
the chart in their report which shows it. 

Well, not now. I will zet it this afternoon. 

All right. 

Here is a weekly report on the Procurement . 

Do you want to hear a good story? 

Yes. 

I sent a copy of these over to Harry Hopkins, 
this weekly report, and l!arr1 says, "I 
couldn't make them out, so I se.n t them down 
to Lubin, and I said, 'Lubin, look them over.' 
So Lubin sent back word, 'The Treasur,r is 
O.K.'" He says, "That is all I want to know." 

Would you (Barnard) prepare letters for me 
to Hopkins, Stettinius, and Morris Wi lson on 
this, and if you tell Fitz, I would like to 
see you sometime tomorrow, you and Cliff 
)olack. 
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ill right. 

Does this show an ilprovement? 

In some places yes and other places no. 
It will be up and down. The machinery orders 
are the ones that are going to give us more 
and more trouble. This spreading of the 
business among small fellows will also intro­
due delays in there that otherwise wouldn't 
be in. But it ia a good showing, I would s~. 

Yea, i.n the average for everything, there 
is an improvement; but, as Ill'. Barnard says, 
there are some of them that don't • • 

Well, whatever it is. 

Is it possible to segregate the spreading of 
orders among small fellows and make that 
a separate matter, because that in itself is 
an achievement, even though there may be 
delay. It shouldn't be combined with the 
customary routine because one--

Look into that, will you? 

Yes. 

Please. 

Yes, sir. 

Kachinery is the worst, isn't it ? 

Yes. 

All right. Anything else? 

That is all. 

Roy? 

. 
• 
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Nothing. 

You can be excused it you want to get to work, 
Roy • 

.Ul right. 

(Kr. Blough left the conference . ) 

Will you (Kuhn) stay behind with Allan Barth? 

Surely. The Reader's Digest is so much 
interested in that Nucky Johnson material 
that they have advanced a thousand dollars 
to a writer to get busy on i t at once and 
see it he can do something with it. I 
thought you would be interested. 

Reader's Digest? 

It has a circulation of four million. 

They are going to take it? 

They take it. They have it made into a book. 
They print a condensation of the book, and 
the~ you get double circulation that way. 

And they give the book to some publisher, is 
that it? 

But t hey co=ission it, and they advance 
money to a writer who is good. 

Am I right? I had a little discussion with 
Wra . Klotz that that was the first time that 
it ever was prepa.red that way tor me. 

You mean that material? 

Well, I mean - I take it Elmer Irey did that. 

251 

Regraded Unclassified



l(uhn: 

Schwarz: 

H.l!. Jr: 

Gaston: 

H.li.Jr: 

Gaston: 

H.U.Jr: 

Gaston: 

ll.li. Jr: 

Gaston: 

H.V.Jr: 

Foley: 

H.ll.Jr: 

Foley: 

,. 

- 16 -

Well, I spoke to hill about it. I don't think 
it ia the first time, but it ia the first 
time it has ever been done so well. 

You had a good report on the Pendergast case, 
llr. Secretary. They made one going back on 
the whole--

Well, I have never seen one, have you? 

I don't think I have seen that. That is a 
recapitulation on the Nuc~ Johnson case. 

Yes. Have rou seen it? 

No, I haven't. 

Well, it was a good this thick, you see, the 
whole thing, and I said I had never seen one 
before like it. Well, anyway, it was .a good 
job. Would you get word to - well, this 
comes under you. Would you get word to him 
that I would like very much t o have a similar 
job on the Skidmore case? 

On the Skidmore case? Yes . 

And anything else that feeds into the Skidmore 
case. 

Yes. The Chicago cases. 

But you see we just won the Skidmore case 
resterda.y. 

Well, it was affirmed in the appellate court. 

But I never use those things until they are 
finished . It is finished now, isn't it? 

Well, they can still applY for certiorari to 
the supreme court. I doubt if they would get 
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it granted. 

Do you think it would be a mistake to publish 
SO!IIething? 

It will last ninety days, won ' t it? 

Yes. 

I oleared this h'ucky Johnson thing through 
you (Foley), didn't I, to release it? 

No. 

Didn't it? I thoubht I said to show it to 
you. 

You cleared it with Irey. 

The Nucky Johnson case could be appealed 
too . That hasn't even gone to the circuit 
court . 

Well, it is the facts. It is only stuff 
which has appeared in court. 

It is a conviction. 

You had better let the general council make 
a hundred percent sure that that stuff can 
be released, just doubl;r sure, will you? 

Surel,y. 

But a0111ebody - will you (Gw.ston) tell him 
to do me a job on the Skidmore case? 

Yes, I will do that. 

I have some other thines that Mr. Streit 
has brou<rht down from New York and I will give 
them to you in a little memorandum. 
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I aee the man,Shielda, got ~ael! into Time 
taking credit for the Nucky Johnson case, ' 
with a picture. 

Shields? 

The man that came to see you back in '36. 

Is he the little fellow that came in? 

Yes. 

He is a nice m&n. All right ? 

Yes. 

Treasury hour was good last night. 

I thought so. 

I didn't hear it. 

It was good. I don' t know who did the thing 
at the end about the nazis. It was a little 
further than we have ever gone. I t was good. 

Walter Pidgeon was the narrator. 

Whoever wrote i t did a good job. 

Ben Hecht and Charlie McAr thur. 

I s that who di d it ? It was good . 

But it was not origlnal. 

I know it was not original, but where did I 
hear itf 

It was in the New York Times Magazine section 
one week. 

• 
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I t wae good. 

Fitzgerald said you wanted a little more 
dope on the appointment I asked for regard­
ing SWiss gold. 

Yea • . Are you read to report on i t? 

Yes. Foley is ready to report on it. 

I mean, it is all tied up? 

We think the application ougbt to be denied. 

Have JOU got the facts? I mean, are you 
ready? Do you v:ant to bring that group or 
do you ~ant t o see me alone? 

No, I wanted the whole group who have been 
working on it to give it to you. I didn 't 
1vant to give it to you. 

Pending until I hear from Doup,h ton and all 
the others, you will be on mf list outside. 
I am just waiting on this - I am in the 
midst of this whole tax thins. You give 
Fitzgerald a list of who you want. 

He has it already. 

I didn't know that . 

He had the whole list . 

All right. 
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Did you want to mention &nTthing about 
telegrams today or not. 

Telegrams? 

You spoke about the telegrams sent in your 
name. 

No, we took care of that. 

What• a-his-name ia up seeing Bendix now, 
Graves. 

YQUmay hear from the Senators from Arizona, 
There is a movement out there for a national 
lottery that would yield three billion dollars 
a year and give free ticket to every man in 
military service and they are apparently doing 
quite a bit of publicity on it. They have 
written to me and I am of course telling them 
that we are not in favor of an; such thing. 
I think the Arizona Senators may call you, 
so I thought you would want to know about it. 

I still thi.nk lotteries are a good thinf, 
anytime you want to reconsider your pos -
tion. 
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Well --

Didn't that come to the Secretary? 

No, 

One did came to the Secretary and I just gave 
a little perfunctory acknowled~ent of it. 

I thought I saw it, 

Harry, are you interested froa the standpoint 
of a srorting man or from the standpoint of 
inflat on? 

I thinlt I am interested from the point of 
view of being able to buy Heaven cheaply. 
Not bad. (Laughter) 

You mean take a chance on Heaven cheaply, 

No, buy Heaven. Heaven is all in your mind 
anyway. 

We will pass that. 

We got a report from our people out in Honolulu 
yesterday on the l'rillg case and it doesn't 

25? 

look very good. This fellow of yours, the 
Customs Guard, has got a police record. He 
has been arrested three times, once for assault 
and battery on a policeman, once for drunltenness 
and once for loitering, eo of course that 
record will come out. They think that he 
should be defended by the United States Attorney, 
one, because the incident occurred while the man 
was on duty, and two, because of the ef fect 
it would have on the morale of the Customs 
Service if the United States Attorney washed 
his hands of it and refused to defe.nd him. 

They are sending a report which should arrive 
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tocla7 or t<111orrow and when we han oonsidered 
that, we will have a talk with Juetioe about 
the matter . 'l'he7 think there ia lees than 
a fitt7-fift7 chance of getting this fellow off. 

Can I , through Ur, Gaston and the Customs 
Service, ask whf such a man, with such a record, 
is in the Customs Service? 

Yea, ,you can well ask that, Fred Ge.rdner h 
out there now, the supervising agent on the 
Pacific Coast, and I asked Johnson to have 
Fred Gardner star after this thing is completed 
and do a thorough foing-over there. There are 
other indications hat the organization is not 
good out there, and we are going to have a 
thorough investigation and report. I would 
agree with Ed, on the baaia of what we know now, 
I think that probably justice would be done 
if this man were convicted of manslaughter. 

Well, I am not going that far, but what I am 
asking is how many other men are there in 
Customs that have got police recorda, 

Yea, That is one thing that Gardner ia 
specificall7 doing. 

How about wherever else we have Customs? How 
DI&D1 other CuatCIIIS people have we got that 
have got police recorda? 

I doubt that we have an7. 

Well, may I officially ask you to begin an 
investigation of that at onoe. 

Of the complete service? 

Of the oomplete service, from top to bottom. 

I think particularly that --
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I MU, l.llfbodJ that baa police powua ill 
Cuate~~~ Semoe, I wut to know 1t u baa a 
poliot record • 

.And what killd of a uoord? 

.And what killd of a record. Would 70u atart 
that at once? 

It~. 

I uant l.llfbodT that baa pollce powera what 
kiDd or a record baa he got. Tbit la terrible. 
Got &111' other good n .. a? 

Lean Henderaon ia about to take acme action 
ill ao far ae the euppq of rubber for auto­
mobile tires and tubes ia concerned and he 
would like to utilise the good offioea of our 
people in the field to deteradne aa of a 
particular date that he will gin ua the 
retail prioea for tires and tubes so that he 
oan check the reaul t of his action on an 
Lnorease in prices, 

Now, we oan do tba t it it ia agreeable with 
rou beoau .. 1n connection with the collection 
of exoisea on tires and tubes, our people haTe 
experience. 

Well now we are doing aoaetbing now for !Iebon. 
Be it uelng our titld otficea of Procur•ent, 
isn't ha? At least, he asked ae for the uee 
of th•. 

I dcm 't know about it. 

Y11, and I aid he could, Now, this would be 
through llhe? 

Thit would be through the deputT collectors ill 
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the f ield who are in oont&ot wi th the tire 
r etailers i n connection with the excise taxes, 

Suppose we begin t o do this , Look at the . 
burden on &11 pri ces . They will w&nt t o kn<W 
wh& t a c&n of this &nd th& t are worth. VI ell, 
look, let me appoint a committee of you &nd 
John &nd Bell &nd you deoide what you w&nt, see, 
&nd let Dave sit in on it, but you three decide, 
will you? 

ill rignt. 

Will you do that? 

Sure. 

You deoide, Whatever you deoide, just let me 
know, 

I hope they deoide t o cooperate, though. 

All right, you ar e on the collllit tee too. 

I don't think i t would be much of a job, I think 
we c&n do it easily and I think we should. · 

Wall, fr&nkly, gentlemeni I h&d a tough morning 
&nd I am just oozing inf ation. 

Well Dan will call the meetings, &nd whmever 
Dan ba.a t ime we will come in. John and I are 
still read¥ on speculation and c011111odity futures , 
whenever you would like to see us . 

All right. Get o.n rq waiting list. 

Yes, air, 

.Anything else? 

No. 
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Herbert? 

One matter that doesn't much belong to me 
but since I took it up - I mentioned it to 
rou on the phone, so I will mention it again. 
That is the matter of ura. Frie~. She is 
Tlrf discontented about the prospect ot haTing 
to work for the Navy. She doesn't want to 
work for the Navy. She waa original.ll a 
Cuatama emploree and waa borrowed b7 Coast 
Guard fraa Custama . She hae a food organuation. 
Perhaps it ia as good aa there a in the 
GOTernment, aa rou know on C1'7Ptanal7aia. 
She has herself three chilian emplo7ees . 
The7 would all like to get out of the Na"7 
and come to the Treaaurr. 

She would han saae uaefulnua in the Treasurr, 
eapeciall7 in connection with the security 
of our own code work and the Foreign Funds ' 
inTestigations . I think she would be moat 
useful in some consolidated goTernment 
cryptanalytical aet up but there is no such 
set~ up. What she is Tery rebellious and 

floamf about is the prospect ot working with 
he Navy and the question is would rou want 

to aak Secretarr Knox tor permission to transfer 
that unit oTer to the Treasurr. 

It rou (Gaston) and Norman will fix up a letter 
frcm llrs. Friechen to me asking me for this 
and at the same time write a letter trca me to 
Secretarr Knox, I wi 11 sign it. 

Don't rou think it had better be something 
initiated b7 us? 

Yea but I want Mrs . Friedman to ask me. Don't 
rou' want something in the record that she wants 
to star? 

Well, I don't think we need to put that in~ 

• 
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letter to the Secretar,r of the N&T,r. 

No, juat for the Tre&aur,r reoord, 

Well, that would be all r ight , 

A memorandum as to how ehe would be useful 
it she were retained in the Treasur,r addressed 
to you and then a separate letter that wouldn' t 
incorporate the memorandum, 

Excuse me. I want lira , Fri ecllll&n to write me 
a l etter, "lb' dear lir. llorgenthau, I would lllce 
to stay lll t he Treasury for the following 
reasons, • &lid then baaed on that letter, we 
will write a letter to Secretary Knox, I just 
don ' t want it t o a~pear that I am taking the 
initiat ive. I don t send her letter to Knox. 

I don't eee any reason why you shouldn ' t do 
that. 

I don 't like to butt into this, Ur. Secretary, 
but I understood that ahe ia one of the best 
in the country, Is that correct? 

She says her husband is ver,r much better than 
she is, but I think she is ver,r good. 

Does her husband work for the Government? 

Her husband works for the War Department. 

Then what I was going t o say aoesn't have point, 
I tholll1:ht it she was best in the Government 
ahe belongs, at a time like this, in the War 
and NaV7. 

Th& t h why I said I wuldn' t take h&r out 
without Knox having the ohanoe to know about it. 
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Well, ahe a~e to Sam and Sam spoke to me 
and I told tha.t veey thing, that I knn 
you wouldn' t do it unless Knox fully agreed. 

Well, it is much further than that, any more 
than, for instance, if I kept one boat out 
or a.eything like that. I hive told Knox 
he can han the whole works . Now lira. Friedman 
eaye she wants to stay. I am willing to say 
to Knox, "Here is one group of emplorees who 
would like to star. Ie it agreeable to you?" 

Well, I look at it a little differentlr from 
that. I don ' t think it is a gueation of whether 
she wants t o stay that is aa important aa 
whether we have a place for her here. 

If rou don 't mind, I differ with you, because 
I feel that anr Treasury employee that wants to 
star with the Treasury oan either walk in to see 
me or write me. It ia on that basis. 

Isn't this almost analogous to being drafted? 
An em~loree might be drafted but would like to 
stay lll the Treasury but he.re they have been 
transferrad to the Navy for the duration of the 
war. 

I think if the llavy .n ta the outfit we would 
be in a weak position to tey to hold them. 

I think so. 

I think it is perfeotlr proper to ask. 

I agree with you, Din. The woman wants to stay. 
We could use her, The chances are nine out of 
ten the Navy thinks they are so good they don't 
need her but it Frank Knox says, "Yea, we want 
her • I :ron • t argue any more than when Stark called 
up ~d said, "I need the Coast Guard today. ' I 
said, 'You say you need it, and I say you have it,• 

I 
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aust like that. So if he comes back and says 
I want Mrs , Friedman, • but why shouldn't I ' 

e;in her a chance to stay, It will be just as 
a matter of kindness, that is all, 

It is all right . If Knox says no, then you 
don't argue about it. 

That is right. I am not going to argue about it. 

We can give you that memorandw from !.!rs, 
Friedmali , 

That is different, Nol'IIIAJI, because the la vera 
are not part of the Coast Guard. They are part 
of the General Counsel's office. 

But they normally would go to the Navy unless 
you transferred tham to your office. 

\'/ell, I want to keep hlo, I want to keep --

We111 .this same thing applies , 
anything about the lawyers. 

I didn ' t know 

Well, they are not part of the Coast Guard, !.!r. 
Secretarn they are part of the General Counsel's 
office, 

Well , get it straight. 

Sure. I have sent a memorandum to Norman. 

\'/e will get you a mamorandum from !.!rs , Friedman 
and another memorandum stating what we think 
her use would be. 
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TREASURY DEPARTMENT 

INTI111.01'1'1CE CONNU NICATION 

Secretary Morgenthau 

Mr . Julian St reet , Jr. 

DATa November 5, 1941. 

Ralph Henderson, book edi t or of t he Reader's 
Di gest, ls very much i nter ested in the Nuoky Johnson 
re~ort . He plans to give a $1,000 advance t o Jack 
Alexander to write a book based on the renort. If 
t his turns out satis f actorily, the Reader's Di gest 
Y1ll ~ubli ah it as a book section. 

In their monthly surveys or reeder's opinion 
the book section generally far outstrips all other 
features in popularity. I believe this t o be the 
first time the Reader' s Diges t baa e~naored the 
?ublicetion or a book. 

oc Mr . Irey 
~!r. Kuhn 
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Stcr~ t~ry 

~ttason : 

;. ... Jr : 

S: 

:-::.Jr: 

~ = 

~·.Jr: 

S: 

H' Jr: 

•• 
:.:: Jr: 

S: 

'" . :: .. vr: 

S: 

~-·.Jr: 

' 

~J~· ------------------

Hello. 

Harry • .. .. 

Yea • 

No veMber 5, 1941 
11:2} a . m. 

..... 1 was a l ittle bothered after I talked 
to you about your call. Hello ... .• 

:tea. 

••..• ~ecause the letter which I had o1cteted 
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this morning - while 1t'a alonJ the same outlines 
t~s t r?u'll see. I am ~ork1ng on eooething, which 
I don t •ant to say over the ?hone; bu t 1t you 
want to ~enc somebody eo that - I don 't went you 
to think that I'm .-1thhold1ng any 1ntormatl on 
from you os to my our?Ose, you see? 

Yea. 

So lf there ' s one or your aeeletant secretaries 
that you have extreme confidence l n, nno •... . 

I have ln t hem all. 

· .. en, anyone tha t you want, thAt you'll send over 
t? ue , I will t ell h.1m Just wha~ my ~urpose 1e 
e~ there can be no ?osslble misunderstanding 
b~tween you and me . 

·.-ell, I think 1t would be , ratty har d to ge t •.... 

::o , ae long as you - I oon ' t know "rlat Curt1ss­
·.;r1ght wrote you, you see? 

•ell , I haven't seen the letter exce?t that • . ... 

Well , it you . ...• 

..•.. I gave the substance from the m~morsndum 
to rne . 

·.~ell , 1t you send somebody - whether 1 t' s - what ' s 

• 
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the -n )'OU ment1onedt 

Well, I thlnk it would noraa111 tell into the 
banda - being an air matter - i nto tbe hands 
ot Aeeiatant Secretary Lovett. 

Well, if Bob Lovett would oome over to aee me 
with the letter and show me the letter, I don't 
know what they wrote, I will tell hlm - tor your 
eare only - Just what I've been doing. 

All right. 

Because I Just can 't ever hav~ any poeeible mie­
underetand1ng between t he two or ua. 

"I ell, I don't "ant to in the lea at. 

see? -
s: And I hooe you d1dn' t •••.. 

lr.I.Jr: No, no. 

S: ••••• mlaunderatand anythln£1 that I ••••. . 

26? 

KMJr: But I don't know what they wrote. But it he 'll 
come over with that letter - let me aee it - I'll 
t ell Lovett what I'm doing, beoauee what I'm 
doing again ie one ot theea thlnga tor t he 
Presi dent and I want you to know it. 

S: Why, sure. 

:C~r: Oka7? 

S: I don 't think there' e anything in the letter 
exoeot wha t I wrote you about, but I'd be very 
glad· to do wha t you auggeet, and I'll ask Lovett 
to go over t here. 

~Jr: All right. And then, George Ha~e will be at 
your office at twelve with the other l atter which 
may or may not be what Curtiea-Wright wrote you 
about, you eee? 

9: Well, co11ld yo~> eee Lovett now? 
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!!)I.Jr: Wall •••.• 

s: Between now and that ti~e, I ~eant 

!ll4Jr: I 1 d r a ther see b1m •.•.. 

s: I mean, I was only thinking that th1e probably 
wae - the chronological aequenoe or the two ate9e 
would be tor you to see the other letter tirat , 
and Lovett , t ell him, and t hen I ' ll have hi~ meet 
Haae when he comes here. 

HMJr: ll'ell, the only trouble, be tween now and t welve 
I 'm booked every minute. 

S: Yea. 

Rl!J r: I 1 d r ather see b1m tb1e afternoon. 

S: Well, could- well , I wonder whether it isn't 
bet t er t o have Haae come tb1e after noon and you 
meet Lovett t hen beforehand at twelve o'clock, or 
what time you can do lt. 

HMJr: Well, you mean keep Haas until thi a afternoon. 

• • 
~ · Yea. Then he could ••••. 

HY.Jr: Well, what t i me . ...• 

S: Then you ' d have t he letter tirat. 

!!1-:Jr: All right. I>' ell, tell Bob Lovett •••.• 

S: Then Lovett could arra nge then at that t i me 
with you and Haas what time Haa e 18 to bring 
the other l e tter. 

~.Jr: What I - it Bob Lovett could be at my ottice 
at three. Then Haas can go back over to your 
ottice with Lovett. ~ould that be all rlgbt? 

S: Exoept t ha t - yea. Exoe~t that I woul d not 
personally be here t hen. He could go to the 
person tha t you wanted hlm to eee. 

l!l!Jr: 'tlell, could Lovett •. •.. 
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r:!~Jr: 

S: 
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And I underatood it waa Ayrea. 

Could Lovett d1r eot h.im there? 

Surely. 

Okay. Then it I don't hear !rom you, Lovett 
will be here at three? 

Just - he's right - he happene to be here on 
another matter at th1e moment. 

Could he come over at three' 

(Talks aside to Mr. Lovett ) Yea , he ean come 
then. 

'!l(Jr: Three o'clock. 

S: Yee. 

HMJr: Thank you so much. 

S: No , no. He'll come at three. 

HMJr: At three. 

S: Yea. I said - what did I eay? I said twelve 
by mistake. 

(Talks aside) Can you be there a t three? Oh. 
(Laughs) Yea. 

Wel l, at three o'clock he'a ha•ing a dentist 
apQ01ntment. 

:-::..Jr: ',Oell, loolt. Let him - i s he tree - can he come 
in •.... 

S: He's tree at twelve. 

~Jr: I'll change my s poointmente. I'll see h1m at 
twelve. 

S: All right. He'll come over at twelve. 

!w.Jr: Thank you. 

S: All right. 
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-le'-, - ... t, .-.. . ) 
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(5 ) 'Ill•"""-••• - to dAte 

(6 ) llltliftrlM .--ho4 \o 4&\e, ..,,..."~ ao a 

--- "' .... tel -..1• ., ........ let. 

I M... .... llr . ....... C . ... , !line .... ef -
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,,,_ .. _ ,., ... n.. .................. , ....... .. 
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.... ... '*- -.lle&, 

........... \., "'* .... '-17 ., tiM ....... 
'faa, .......... o. 
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Grso& 
fullY : 

:!'·.Jr : 

T: 

q :r: 

H::Jr: 

~ . 

~~·.Jr: 

" · 

"• 

:.·•·.Jr: 

~.Jr: 

! : 

. .-

Hello. 

Hello , Hr. S~cretary. 

Yee , Orace. 

:lovember 5 , 19'-1 
2: 23 0 .111. 

l~r . Secretar y , I P')Oke t<> th• ? r esident about 
the ao::>ointment t'or t omorrow. !low, Harry won't 
be her~ . He sa1c he ' d r ather have Harry there, 
and would it be all righ t to det'Pr it another 
cou, le of days. 

',;ell, I tell you . Ir I could a~e hi ll t o::orro>· 
ond Just tal~ about vnat Oeor ge and :Oug~ton 
he ve told a>e . 

Yes . 

I r P3lly ought to clear t hA t. 

All r1sht, fine . 

I r Pally ought to clear t hll t. 

t • sh . '"te ll, all r1eh t, I 111 8@k. h1:n ~ T'a en you 
~een Jus t coree i n alone , t hen? 

Yeah , bu t Juet on t ha t - on the ~a tter thet 
Doughton and J eor ge were here on. 

Y~a. 

Se e? 

All riGht , I'll tell him then no t •.... 

T.~ey 've sent for ce t o o~me u? o t thr ee o ' clock, 
ll:'ld I'll .1ave to ,. ive the~ Pn enewer t~:to rrow . 
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•Jh huh . All right , fine . Then I 'll tell him t bP t 
you' c like to come i n a lone anc! t alk t~ h im on t hr t 
' t her me ttt> r. 
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r: AU rspt. I'U let 7ft ._ about b\. 

IIICJr : !II-* ,.._ 

f : AU l'llll•• ... lleaoetuT. 
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Novemoer 13, 1941 

MEMORANDUM 

To: The Secretary 

From: Mr. Blough 

Suo jeot: Conference With memoere of tne Ways and 
Means Committee, Wednesday, November 5, 
from 3 to about 4 :}0 p . m. 

The meeti ng took plece in Room 1105, New House 
Of fice Buildi ng. Present at tne meeting, trom tne 
Treaaury, were Secretary Morgenthau, Aasistant Secre­
tc.rj• Sullivan, Mr. Barnard, a nd Mr. Blough. Committee 
members pr esent included Chairman Doughten and Messrs . 
Co~per, Boehne , Disney, Buck, West, Robertson, Hill, 
Healey, Tr eadway, Crowther , Knut aon, Woodruff , and 
Carlaon. 

Chairman Doughten said that Senator George and 
he had been at Secretary Morgenthau ' s otfioe and that 
the Secretary had submitted a proposal to them which 
the Chairman thought should be submitted to all the 
members of tne Committee; that the Secretary was there 
to present the matter to them and that t he Chair~an had 
asked t o have it presented in the eame way aa in the 
morning. 
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The Secretary t hen outl ined tne problem much as 
he had to Senator Geor ge and Mr. Doughten in the QOrn-
1ng. He pointed out t he e xpend! turea, taxes and detlci te 
for 1941 and 1942 and said that the aize alarmed him. 
3e then mentioned the increases i n coat or living and 
or1oea t ha t are taking place and hie fear that a serious 
Inflation aimilar to that of the World War period would 
ree~lt . He pointed out that tne purohaa1ns power which 
people would want to s pend would be $5 to ¥10 billion 
greater than t ne civilian goode available and that 
price rieea were accordingly inevitable unless something 
was done to mop up t his extra purchasing power. It wee 
for t h1e reason particularly that he was suggesting at 
thla time that immediate action be taken to 1mpoee about 
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$~.5 billion or new taxea to mop up purohaaing power. 
He tnen read t r oa the memorandum the plan regarding 
the withholding tax, inor eaaea i n old- age insurance 
taxes, and reviai on or the unemployment ineurance 
ayetem. 

The propoeals to revise aooial securitY raised 
a great deal or di scussion. Mr. Cooper aaked a number 
ot queetiona to make clear tnat the tl billion shown 
aa the reYenue under the euggeation to extend ooYerage 
and 1noreaee the unemployment ineurance tax by 1 per­
cent would inYolve not merely a rate increaae to secure 
t his amount , but a aubatantial reYiaion ot tho eyetos. 
It vaa pointed out that about $450 million might como 
rrom t he increase i n tho tax rate but that the balance 
would be deriYod from the extenaion of co•orage under 
old-11ge and aurYivors ' insurance and unemployment 
ineurance. Coneiderablo hostility to the social 
security program waa apparent and it wae stated by a 
number ot people that if the queetion or reYiaing the 
ayetam came up it would involve a very long period or 
diacuaaion and consideration. 

There followed an e xonange or vieve between 
Mr . Treadway and Mr. Cooper regarding the method or 
procedure which should be followed, Mr. Treadway pre­
ferring an open public hearing at which the Secretary 
would present h1a Yiews, while Mr, Cooper preferred 
an executive eeaaion at which the Committee would 
oonaider the general subJect in private . 

Mr. Rober taon eaid he wanted aaaurance from the 
llhite Houee that there would be no eooial eecurlty 
rerora aeaaago presented while the tax bill waa under 
conaiderat i on. He thought if that aaaurance could be 
received, the Committee should go ahead with tho 
Secretary' • proposal. He said he had been tor the 
2 and 2 percent rataa tor old- age inauranoe before 
and that tne present inflationary eituation reenforced 
bia view. 

Mr . Knutson expressed himself againet any bill 
that carried any tax on the employer and eaid that 
there would be a minority report on any such bi l l . It 
vae pointed out to him t hat the taxes would go up 
January 1 , 194) under present law. He eaid they would 
try to get tha t stopped too. 
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Mr. Cooper ra.leed queationa about the plan, 
particularly ao to why everyone waa not peraitted 
to pay quarterly and whether withdrawal trom tha 
wage earner and not trom the pr oprietor would not 
be a diooriaination against the wage earner, 
Mr . Sullivan said he thought that wi thholding waa 
really helpf ul to the wage earner but Mr. Cooper 
doubted that , 

Queation arose regarding the etteotive rate or 
the tax. Mr, Sullivan read eome effective rates to 
the Coamittee, Mr. Doughton eaid that toe 19~1 in­
come tax waa high and had not yet been paid, Tnia 
addition to toe 1941 tax would have to be paid in 
19~2 &lao, thue doubling the burden. Mr , Sullhan 
pointed out t hat thia would be true tor all yeara 
and not only in 1~2, ainca the regular income tax 
ie always a year behind, but that currant pa:yment 
ot toe tax wae necessary to give the anti-tntla tiooary 
ert ect , 

Mr , Cooper said he could see how intlationar:y 
pricea constituted a t ax, It the program ia errec­
tive the taxpayere will benefit in the long run, 
Mr. Buck &eked how much t he price level would go up 
it tD1a were not done , Mr. Blough endeavored to 
point out aome or the ractore involved and the exper­
ience during toe last war, without giving a figure , 

Mr . lnuteon aaid he waa disturbed about toe wagea 
paid on coat-plus proJects , He said he would not vote 
tor any more taxee until non-detenee econoay had been 
achieved, He eaid we are under a dlotatorahi p or 
labor and that there is auch needleaa waete i n the 
apending or public aoney, 

Mr , lfoodrutt auggeeted that higher tuea would 
apeed up etrlkee since the workers would etrike to 
make up the amount paid ln taxee, Secretary Morgenthau 
dittered with hia, expreaalng the view that the tax 
program would aean l ees etri kee since inflationary 
price r1aes reeult in strikes and tne taxeo would hold 
down theee prloe rises, 

Mr . Dlaney aeked 1r the general aanuraoturers 1 

excise tax had been coneidered, The Secretary aaid 
that higher taxes on automobiles, radloa and otner 
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producta had been conaidered but the excite taxea 
bad been confined to tbat kind or i tem. Mr. Dieney 
au~geated that a general manufaoturere• exoiee tax 
would help in i nflation control . 

Mr . Disney then aeked vny the price problem 
should not be a pproached directly instead or through 
taxee. The Secretary said that tbe tax propoeala 
were made with tne i dea in mind that tnere would aleo 
be a atrong pri ce control bill. 

Mr. Disney suggested that taxpayera be giYen 
defense bonda and paid later. 

Mr. Carlson aaked whe t her if only the withholding 
tax were approYed, would that be deeirable without the 
social aeourity changes . The Secretary aaid that it 
we could 'get 13 billion from that eource the ef fect 
would be •ery good. Mr. Carleon expreeaed oppoaition 
to t he proposal for reviaing tne social eecurity system. 
The Secretary said he had brought all or the mattere 
up so ae not to undel'!Dlne t he Sooial Security Board's 
program by putting somet hi ng alee ahead of lt. 

Mr. Healey asked about tne Englleh system or 
forced aaving. The Secretary sald that euch a plan 
might very well be necessary in the long run but he 
would rather not go into such a plan nov at thi e early 
atage . Mr. Healey suggeeted tbat people would take the 
plan With better grace lf the money were to be given 
back later. Mr. Cooper suggeeted tnat aucn a plan 
would not wipe out the deficit and teat tnere would 
be nothing t o pay back with later. 

Mr. Dought en asser ted that Congreaa muat b8 
active ln economy or neither the taxpayers nor the 
bond burere would etand tor 1t and that , furthermor e , 
the GoYernment must atop strikes. Mr . Dieney euggeated 
that the altuation would have to ge t worae before any­
thing would be done about etri kea. 

At this point tne meeting became more or lese 
generally conruaed and the Treasury repreeentativee 
departed. 

• 
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This is a duplicate set of the material 
on the ta.x proposal whl ch the President 
a pproved when nY,Jr saw him on 11/6. See 
meetiny of ll/6 when HU,Jr repeated to the 
tax group his conversation with the Presi­
dent. 
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November 6, 1941 

This Is the material I used when I appeared, in 
Executive Session, before the House Ways and Ueans Com­
mitee at 3:90pm, Wednesday, November 5. 

Th\a morn\n~t the President read It, wlien I saw 
h\m at 9:30{and he aprroved it. 
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MEMORANDUM RtGARDING f H£ PROPOSED R~Y~NUt PROGRAM 

When I appear.! betore t he Senate rt nanoe Coaalttee 

on ~uguet S, 19•1, I po1ntl4 out that, t n tba light ot 

re plcll;r ~n11n1 oon41 tlone, the all- out cleten" pro­

£raa would neoenltate all-out taxation, that auch 

ao"" rn·enue would be requtre4 not only t o atran&tben 

the ao•ernaent•e tleoal poe1t1on but aapeotall7 to 

••1nta1n econoato etab1 11t7 and preYent • tnrlatlonarr 

prloe r1aea whloh threaten t o tnor•••• the ooet or t he 

defenee prograa, unbalance t aatl:r buciRtte, and eortouel7 

dtoturb our eoonoalo life,• 

~t that tlae lt appeared that earl r t n 1942 

vould be aoon enough t o paee t he next ••Jor reYenue 

u .. ure, but our etud7 or the N o14 den lopaenta or 

the paet taw aontbe bae oon•1noe4 .. t hA t laaecltate 

peeeage ot a bout ·~ · 5 btlllon or add1tlona l ta••• 

vr.oee oolleotton would begin J anuarr 1 , 1942 11 taper­

attYa 1r we are to aYo14 further l ntlatlonar;r ~rlco 

r1eea. 

282 

• 

Regraded Unclassified



283 

-·-
.n ........... l'li1Jic ... au,. • ..... , 

ll'l'l .. ,, Ule tal ............ "'•• ..,.. ,. ,._, 

... u ..... 1••• "" ... u... • ............ ..... 
•a.at 11 11'1'1., aat •1•atM u ..... , tM ..._.,...., 

11& ... ,.s. al ... Uau WklM r ... u &vt .. tile .... 

'" ... uae ...,., .. , atl11 ~~ .... , ..a .. ,.. NptUr 

rut., '"'"' Mleaa w tab ... ,. - " ••• tlla 
,,..~1... • 

1111 hUN1 en. ... ,, wtU IIJIIIA ,...,., ItO ~Uln 

...... .._ u1e~AD ,..,. 1,-1. 1a oe..-. ..... ,.. 

.,. .. s., •• u. "" et "' ~nun. 1111 ,,.. ... , praa. 

pan ta t!llt tn aalall&ar 1,-2 w abaU apaaA U7 ~111111 

ar aaarlr twlaa •• •* •• ta aalaiiAar 1,-1. tile Wlllla 

ot tbo luran• wtll 'M la &area .. 1pea&t., wlllall ta 

• .,..,_. •• "'" .... t)O ~uu .. •• .. 11 .... r••• 
1,-2 • 

.... et tba l•reue& ~t>~IAl .. wtU 'M ...,,,... ~, 

......... , .. u ,,... .... ........ ... .......... Ia 

e&lea&aJ' 1,_1 w allall •11••• a ppftnM"1' t9.5 ~1-

llea ..a ou 11Uaeueaa ta oe"lll• were •• a'Mat tllet 

rah. Ia Mla .... 1~2 we allall Hllaat a'Mat tl' ~U­

lloa. that wtll 111w u a &atlatt (wtaro aetU .. aat&e 

al&-ap .... ,.,.., ., tn ~uu •••• ".,.... wt h ....... 

Regraded Unclassified
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fl0.5 ~l1Uaa t.a eel ..... 1~1, •• ""'" .. ...... ftlat 

tatH .. e& MMJ U plal "' late U. llaall1 at .-..1• 

wbt, tar tM •••• )IU't, ... pt.q te ,., te Ml ..... 

wUb U. fteJ aN ut IOlq te Iiiii a~11 tt .. , tbl 

aoo&•• •• ... Mt tu tNa tlilll tep at ev Mtloul 

, ...... u •• , •• ,,. ... , , • .,. •• ... •• ~ " .~11 .. 

eap&llll •• ealJ &Milt t5 ~1111 .. MH 1a tM MVII et 

a tHI• At tM .. ,,, lt lMU u Deqb .. ~4 lxpeM 

_, ealJ aa.e.t ., ~uuea .... • v. u.11 ...a .u et 

l hlt 1........ aM ..... , .... ,..... ., ..... , ... , 

tbt" Wlll " 11 .. aee&• len t11aa - ter tlwlllaat 

to 11111 wl til .Ul.r lft&tlJ lMHale& lu-•. 

Jt ......... -tblq &eeUlWI aMII' \1111 

,,..,,lJ, ta.. ... --.r-un .. •tt•U•• \llftatt•• te "' 

... , fN• u •• u 414 t.nq UMt tl"' Verl& War. 

U IMwl& Mt N MMI...,. te M&U .. tM WIPJ 

eulou .. u. et latlaUea aa& U. peat 1.,...._ et 

' "w..aUq u. We ... all taaUlU' wUb tM _, la 

w111ea n -..... .. .,. ,..., nn er •tt• ,.,,,auea, 

laehU .. UMt 1aw11t 1•-• .,....,, flu.,lallt 

l&barNIMI nate all& laeal .... .-ntt, UIINIIII Ule 

"'' tt 4atta .. Mtel'lela, pw11 .,,.,...tu•• tu 
P"tlttertq ... eU.rwtae.....,.. aa& •••,..U••• tM 
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poopll, .. , J .. lila lllr• .. ''"•• 11 ._, w Mft 

NAPH tM "lat IIIMN 'l'l ........ Uoa h N.a..& - • 

wltlloat &al.-J- 1t w ue Mt .. Mft aa ..... hNta&, 

, .. ,,. ....... tatlaU-rr , ........ . 

'he _,, h ...... pall ... .... It ........ 

AN te be1p PN'I'aat PrlH ta ... AMO tlle7 -·· M la-

peaal at OAH u& Nllaat.a ..... AtlJ, 

.,. .. r ....... &aa1 ot .... , ...... - ..... 

ooaalulaa tMt Ule Illata. at tena ,.._, ollo•l& • 

lapeaa& •• oaH all& Hlloot.a OVNatlr Mliaal .. 

Jaau,., 1, 1,-t, .... u ............ or u.t.,, h 

••·5 bt11toa, Jt o...,. •• N&aooa Na-&otoaao ., ... , ... 

'be alal- aool tor •• taaa wlll llo _,., ..a....a. 
n. P.5 blllloa h aa ._, wbtlll ollo•lt llo la­

poao4 at oaH to .... ,,..1 latlaUoa. Jor..a Wo w 

ahall, ot -.o, Ma& a ""•- PNIJ'ea l a 1,-l tor 

f hool Pllf'POHa, hoa WUJI P.5 bllUoa .... or taaoo 

tbo &otlolt ta ealo .... 1,-2 wt11 etl11 M t1,.5 bl1lloa, 

All .._, Wl\1111 W lball M'I'O to .......,, '- kHp ., 

ftuaalna probha at -.oabla 1nolo ..... noll tlla 

4tttlolllu .. •• 4ucoro ot lt.llh u ..... , wrao• ua 
•• norwllolal .. lob' anor tbl war, w all0•11 laoi'Meo 

tax., ena .. ,.. tiiAa u t•loa .. a to anll latlaUoa. 
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,., WI ftiHa I .. , M ........ JM till 

UalN'IIllUJ If a -~ ftft._ Nhlac ,_IPM M 

M lldUaW WI -·· IIIII p; IPM wwU -let 
.. qlal, ., .... ...... (1) faa• ..... Up~ ..... 

- a1 ~~e11n1t •• .. .._ .. u •• -.. ... .,. .. 1111 
, .. _, 1, 1,_11 (I) ...... •Je• '" l-· .... 

......... 1 ..................... 1 ........ 1 .... , 

of till aaU•latlaUaa Pft~ •• -11 l .. _,, eM. 

<:U abaape t1 1la11 bperMat 1HpM1 .. la tile tu 

111t• aa& tl -• llaftllalpl wlal.a. llan tnll.,.a 
....... tulawa, 

1. 

1111 tlrlt .. _ ... ueu nlate .. '"'' w111ea 

.-.1114 lie la!»eiH at •- 11 \llat Hll .. U• _, IIepa 
Juur, 1, 1,-1, l'lleJ IN ..... • hhla wUl wlhbaw 

Pvellai1DI peWir ,.,.. HU-n 'llefiN lt ll ,,..,, 

!Ill tlHt .. _ ... uaa , .. aaU-1allaUoaa., 

taaauea 1a taa w.ea1u .. at a - ..,1-atarr tu 

II .. , hi- t1 M Wltllllelt at \Ill lftNI Oil Mlarlll, 

..... , 4l'rl41MI, ..... laMNII 1 aM alallar lMM aM 

.. u .. , .. " ...... 1, ............ ,... ....... ~-·· 
tlla11 tuae -..14 t111u 'Ill .. u .. w U11far •• pelll'llla 

llu •• ,., .. u ••••. 11111 ... u, ho...... un 

' 
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_,_ 
,., .... , •-•u ............... '• •• ,... .. ,.. a. 
..,l_te.F wl.._Ul .. tea ...U ._ ..._._. ,_ 

.. , Ul- la 1 s ttac tM t-- .... .._ .. ., 

lhll ............ --- ., ....... Maal .-. .... 

lhe laueaH ta etteettw "" er tu Whl.t -• ._ 
•• ldp ................ ., .... .. •• ....,.., 11 

t~~e .... •' '"' wt ... ut .. tu .... 15 ,....., ... 
lhe elllltlat ....... ,, l ....... ·~u .... , •no 
,,. lliiCl• , ......... 11.500 , .. ...n .. _,1 .. , wttll 

.-oo .nUt '•• "* .. ,. .... , Wft all_., • ...n .. 
-·1• wtta .. Mil .......... ooo ., lae- ... u ..... 
lhllr ...-1 ... wtti!Mlttac ... ta- taa t ......... ,._ 

"' M 1110, .. '" .... , Whlall h aalJ ),~ parMat ef 
tM 11,000 ~-. 

At Ula NWI ... wltal till .......... llllllMt .. , 

n 11 ••tt•tet .... , at , ..... , ••- lafth, ,,. 
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Wl\llllalU ..... WMlt ,uu .. '111 .... , •••• "·' "Ulae 
It u .. _ ..... ·-....... , ... p&Jftl\ .... . 

' '' alt-a .. aM ........... la a ... ._ tae ....... . 

tbeM tua• aft at tM pNeaat u .. tepee .. '' • "'' 
If 1 ........ ea ..,ta,.... .... 1 parMat M letlll,..l 

... - ...... ale& ........ 1..-n 1, 1,., .. t ..... 

1111\ aa ••leJift ... I ,.,..., aa "llloJIII• f'-

"•-.aauea 11 ._, W• 1-M ._ ....... , ... 
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-- ....._ .. , ut 'all&, U •111 ~ NMU .. 

... .. 1 ................ .,....., 1, lf'Q .... . 

U wu lftllaiUJ' IIIIMal .. . 

n. 1&11'1&M la \all ... 1• 1l11t .... 1 .. 1"2 

t aerMee& ........ er ·~reu•"ll' . • . . . . . to.t ~111 .. 

1 walt Uu " ''"'' ,,.. "1'7 .... , tapep. 

ta••• at Maet&lrt ..... , .. u .. u.. .. '" ..._ 
, ......... It .... 1a I ......... , ....... , _, ~ 

take a "' 11 \!II llaa&e 1t .. _ ... ~r. ... 1' ... 

Ill lptlt IIJ ~Me, t!lu ...... 1 .. tM tatliUIMI'J 

preuve II the 1111'111 .... tea11 lape_.UVII, 

rvtMr, U 11 ... _ .. _.. tllat •• -• 11 

PNIUMllll, tM ... 111 llhritJ ....... PNP'U 

rel e\1 .. to Qe 1atene1oa 1t ........ ter Ill-... 

IM lllftlYirlt 1&1 ........ -,pll,..lt l &IU'IIIII 

aal t11a Nllllea er tiM ... .,ll,..at 1•-• 
171 ... ~Mal&~ eau..-. filii ...... w1\ll "'"'' 

\e ...._ll,..at 1-1 .. 11"• aa ... U1ollll 

1 ...... , .... 18 ...... 1., .... 

ftle -111 ... lltllt It tiiiiH llla ... l ... ll ~ 

\e 111raaee tile ........ 111 eppreat•tlll' • • • • U.o 111111 .. 

Tile .~ .. uu-1an&U•M17 taa•• ... ,_ ..... 

ter t.,.alt1ea ae ._ aa pe11lllle w•lt 71114 a 

lltal 111re&IM ........ It • , , , , • • • • • • ~~.7 llllllea 

• 
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ftle .UUl.-1 Metal .. -.~,, ,arNll .._, u& 

\Ill - ...,1-•tu7 llllhtt•l ,_ -.. -u taU 

'flr7 l .... lr u \Ill 1" l••- lliiMI. Mnaattal 
111,..111 la eU..• Mall IN MMIIII'7 \1 Mll ... tM 

~ ., ......... " ............ , .. ~. Al•tft-

llaUoa et , .. \1\11 aa 1 ... ..a " "'" .-. --
••e4M \1 tlaaaM tM teteue ett ... . 

n 11 .. _..,.. u.at till ...... ""' ,, .-. 
liiUYl•.t l- tea M l ..... aMI Ulat tM ftMII 

'""'' ................ , ... , .. , , .. , .... ..,.,._ 
u .. l- tu Ill llllrlleMI tlllat tila 11\1\1 Ill& altt 
tla rata• M lMNue• ... till e-.ueu bwftta 

eM \lilt till Ufl ... IJIIlll tlul M ........ 1M 

tapenut u ... "~" ... , .... , .. t•• ••t•••• 
INI'PIIII, 

ftleM tea liiNIMI ebftU 1M MllpM ta 
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ntee • tatal aut ttoaal -- et ,_ • • • 11 " ., Mlu .. 

,, e:·n• " '""'' ,,,, ••. ,, ret '""" "''''· 
r11111r, ta u an-• tea ,.. • .,... u u ls\Naelf 

18N .... , Ulat all ........ _ • ., tiJI ........ 1M 

11•*· n 11 UkewtM s.,enut , .. , ...,....,,. u& 

Regraded Unclassified
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1U4dU .. M Mftala .. ..., ........ PNHa• 1• 
11e ellalMM&. 11M ll11M• .._, or ._. .. , ... . 

,.rt.a ..U UIIM .... Mlpo ... l81411U111 1M .... l!ll17 

..,...._ ... trrt .. uac. a. ollalMUH or -·~ 
taa aftl .. _ a.a w llaNelllpo h ... l .. ~lo ... 

o1l7 tor 111-.1 ....... '-' tv •• ,.._,t .. or 

eqld'7 ... U. MlaSoM- of aualo. 

n te., .......... 1.,.._, u. ..... .., .. .. 
1111n• a-n••• ... ._. ... ,. rt ... " a-n, .. ... 
plauliiC h .... ...._ rnlotou al.., U.ON llMe 

11 u. "'"' •• l'lltwe, ta u. -u.a •.aatate, .... 
UY• ~u. • 
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(O".f'.•rl •, r. of p reaeo \ lnU YU.-.a). l.aeo. \u &Ad. b.thldta&l laC, III \u chl!ll. 

1ttt e& t o J)ropo N 4 ft1l'"Jtle .. a \ f"17 tu, t o r net Jacn tt of • •1t oU 4 thtt !/ 

l l ftClt "'•• - l o 4r."J"4"" 
( lw~~lt•ee\~rT \aa OO.vQ\ .. oe baalt nt ~retta\ t& .. o\l~n t) 

;., tnt o.•• \I efort l'lf'tonalt Allou\ of \y •((IO!t•a '!'' 
fJI !to:l ltM Md C N dt \ f or I Prtttn\ law I 'J:'i'~ 

dt "~-tndtn\t '~l I 1 Z:• .. J _, 
treHn \ l iiW I 

I 
.._oal 
,. ~-~ . .. 6; 

• TOO 
1!00 • 3 • 11 o.~ 1.~ 
~00 11 " a.r 3.7 

1,000 n 56 2.1 5.6 
1,500 69 1n 11.6 11.4 
Z,O'lO 117 287 z ·9 11l .IJ 
2,500 165 1Jo3 .6 16.1 

~·000 2t1 519 7.'- 11·3 
,000 ~i m 1.7 19.3 

5,000 1,0)0 9·7 20.6 
6,000 GIJ9 1,3o6 10.1 21.7 
8,000 1,0}1 1 ,~ lZ .9 23.1 

10,000 1,1193 2 , ~ 1~.~ 25.5 
12,500 2,111 ~ · 37 u. 27.5 
15,000 2,9911 ,4?.} 20.0 29·5 
20,000 4,9~ 6,653 24.6 ,,, 
25.000 7,22 9.157 28.9 }6.6 
50,oro 20,182 2}.95} 41 .1 '-1 .9 
~.000 }6,487 1Jo,522 48.6 54.0 

100,000 ~,2111 58 ,0}11 5}.2 58.0 
500,000 ' .6511 }6},627 &,.1 72.7 

1,000.000 7}} ,1}9 766,114 TJ.} 76.6 
5.000,000 }.~2}, 124 11,07},101 71.5 11.5 

o f 

Otl4er \h~ P1'0JtOt&l. a ..,1••'"" \as lt ,..,,, .. at \be rate et 15 -,.aro•t 
tt " ' \nco•• •fttr \he d..,.oUoa ot --.. l)treoaal ,..,uoet. It ,.,. .. 
laco.t c redl\ l t all..,.. 1Ul4tl' \be ..,..,1••'"1"7 \u: . 

-
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c .. 11 rl t oa et PP•••a! ,.,,.,.._1 laM• h• •• l a 4l • t4u l , ._ .... !u 

d Yt ac .tt M\ \e pN pea .. t e:ppl_.._, ._1'7 •••• t er .. , , ._ .... , et 
ool M\ .. ,, .. , !/ 

•rn•• P"'"• - •• •epeMeate 

(3av~l ... atar,r !aa ••~•~• oa -.a l t or . .. , •• , ••e.rtl taa) 

.... : U o t ••• o reAl \ fer t 
hua4,.aU 2/ 

I I , ~00 
1,800 
2. 000 
1 , )00 
},000 •.ooo 
; . ()().) 
6,000 
1,000 

10,1)()() 
12. )00 
15.000 
20 ,000 
?5. 000 
50 •')()() 
15' 000 

100.000 
)00 ,000 

1 ,~.000 
5:.,.)..'0 ,000 

• 

Y,.t •I ty 
Pr otoa! law 1 

... a1 
i J'ef :f r!.., , I 

2) 6) 
~2 uo 
90 226 

1}1 )112 
2119 576 
)15 1}1> 
511 1,0~1 
11) 1,666 

1,}0~ 2,297 
1,96o ),1~ 
?,7)9 ~ . 121 
11 , 6111 6, )00 
6, 16\ 1.159 

20,11)9 2) , '77 
) 5.999 \0,001 
52, 701< 57,1195 

)\5,0P )6),0)0 
7)2,5511 765. 505 

),922. ~11. 1> , 072,1179 

, ,.. .. VJ Dep.r!Ma!. Dt91 t toa ef tu •• • • .. ,.~ 

iltn!l•• rate 

Proooo\ l aw 
1 Pro,.."' 

To1• l J e e 

1. ) " )·5" 
2.1 5·5 
).6 g.o 
~ . 6 U. la 
6.2 111.11 
1·5 16.7 
1.7 11. 2 

10.9 i.'O. I 
1). 1 2).0 
15·7 25·) 
U .) 2].5 
2).1 ) 1.5 
27·5 }5.0 
~.9 11].0 
111.0 5)·) 
sz.r 
6g.o 

~7·5 
]2.6 

7).) ]6.6 
11·5 n.Jo 

'Y ODder u,, pro,.oal • IW~>l'l •••••.,. \u lt t•~••M a\ \JI1 r•t• of ~~ po1'1 .. t 
t f ' ' ' tao••• af\ tP ''' 414aotloa ef t bt pt rttaal .-.. p! lott . l o tarao4 
hcoat crHt \ 11 alUw .. e4or U.o • 11.PPl ... a\af'7 tu. 

?) -._. ,-u .. n •4 l atoeo ........ . 
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Oor,>oJIMI of )IWOOat lMlftaal '- \u oM l,..l'l'l-1 I - \u cl'l'ial 
tffool to J!WepooM ....,l_w, \u, t. ... 1- of oo1•W al- 1/ 

lanlo& -- .............. . 
( ....,1_ ... , - -'"' •• 'lluh ., 111'11 ... -~~-·> 

Jol taooH \ olou J*'ooal 1 '" ... Kt••ln raM -" .......... ,. I I I I 

•art••• a! Prooal 1.- I .!mr} ,._, 1.- I J'J:I!•!f, 

• 1 ,100 
1,100 • 
1,100 
2,000 
2,100 • u • 40 o •• 1 •• 
3,000 .. 1.U l . t 1.1 
4, 000 1M - 3. t ••• 1,000 :m .. 1 .4 11.1 
1,000 - ... 1.1 14.f 
1, 000 flf 1,410 t .o lt .t 

10, 000 1,Uf 2,0:M 11.2 ao.a 
12,100 1,,. a,lf4 U .l a .o 
11,000 1, 4fl J , eoJ 11.1 31!.4 
30,000 4,a"' .. ,. 21 .4 a ., 
31,000 1,410 8, 3&3 • •• :13.4 
10,000 lt,Nf 21, t'IO • •• .. .. 
91, 000 a,4fl Jt, 410 41 .1 12.1 

100, 000 12,110 61, 911 12.1 .... 
100, 000 M4, 4fl a a,aa .... 13.1 

1,000,000 fll,NO ....... 91. 2 "·' e.ooo.ooo s.,en.IM 4,091,111 18.4 11.4 

tr ... , !)opor ·-·· 
ll'l'loloa of tu lo-M . . .... - 4, lMl 

lJ v.&w 1M propooal o - 1-t.T7 \u lo l-oot ol \llo ralo of 11 poro•l 
tf aol lao- ofiOI' ~ ..._,l .. ol \llo p•ooaa1 ••-II•••· l o _ ... lao•• oroUI h allwof -· \llo _1 _ _, \u , 11 lul ___ .. ,_ ......... 
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........ 5. 19'\1 
IC ~VOJ<AMCl'll 1\f;Q.AIU;J liG T na. FIIOr O&ED RZUIIUE " ..COIIAII 

OJ!11M 

B. Reaeone tor nft- pna,... 

1 . C.e\ et 1hllll • 11 5* • 4u.rl .. led 5 eu.u. 
, . .. ebarl) . 

2 . TbreaU111111 '*"&•te.rr aiMS ....... h tUuUoaa. 

•· ret.ra1 .. pee«u ... ,. 

1,..1 ea1ell4ar rear - U O bllllea 
Oa\eber 19il1 .... - t6 • 
19'1 ealell&ar r••• - )7 • 

"· DeteiiH apeeUna. 

19111 e&lea4ar r••• - tl)..{ lllllton o., .... 19-1 .. ,. - 19. 5 • 
191li aalee« .. r••• - )0. 5 • 

•• tax rtal4a .. 4 •••••• , ... 1••· 

19'\1 Mla114ar 1••• • $ 9·5 IIUlloll 
ontber 19'1 ,..,, - 9.6' • 
19'2 aalell&ar rear • 16.0 • 

a. Deflalt (llerere ••ttl .. atl4• ol4·•a• .... _,,. 

•• 

1,_1 ealeD4ar , ... - t l o . s llll l to11 
19'2 aalee&ar r••• - 21.0 • 

PonU.le laare••• ln ..st!_al 19'2 aaUoftal 
prod•o\toa• 15 .. •• bllllen, 
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r. • en• 

!Hi}'' 
Leu ahllhn (Oo4~ \o bv7 wUII 
areal17 lnoPiaae« lao ... ,, 
Tllrea\entna rlee tn •••• ot 11Ytaa. 
Mtot ... •-·5 lltl1laa "••• to 
rtfh' l11tlattoa, pl•• eore \o 
be o U nanatna. 
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1, MU•llltlattoa ..... w Mila .r--.., 1, l,-1, 

•· ... llllPPb_....., wt -...ua .. ••• •• 
... l- .. rlaU , • , , , , , , U.l II&Ul .. 

"· z..,...ae& pa,..u ..... t• au­................ ·--, ... 
1$ .. ..,t.,. ..... 1.1 ..... te, ... , 
W JlaU , , , , , , , , , , , , , tJ,t 'llllllM 

a, bWU1.M af _,... t• al4 ..... 
... _..~. ..... lae ........ - .. 
ple,_t lUD TIPJ ...,hiM at 
.... le,..., '·-·- ., .... , , ..... , .. ..._t.,.. ..... 1.1 -
aaplaJMa, .. 7lal4, • • , • , , 

1 . OU.r ahf•1n w , .. .,. ... ...,._aliA 
.. 1_ .... , ..... 

tt.o 'llllU• 

"·T•nu.• 
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: .• r . Secret• r y , t hey told me :1ou OPlled rr.e >.hen 
r wee 1n w1 th t he Pr eeHent , lind wh~n I cnllpd 
Y~U , YOU had SOile tO t hP P.ll l . 

"·.'!ll , I ·.-<~er. tee - I m1d ":hr e~ 1@0 lf' n ere , R:1d 
I c~uldr •-- ~x~le ln to yo1.a t:!UCh , "ee? 

I ·e~ . 
-:~f'\rnln , 
F1nee . 

I n~v=n ' ~ ye t co: ~ore:. on tot;orro·\ 
becEtJFe I .e•1en ' t '""'r"l t-:e , r elicie"":t 
tfl.!.t:.aC ·,.r! th ,'OU , 

·•11 , t l r.ce t Glklnf t o ;tou , !:.P •ltu tlor. h2~ 
L~t~er. ~? =~ v~~~ 3C-t• . 

Uh n:tll . 

0"' • "'l~ rP ' ~ t::c t .1.1nb t ."'l.n t 1 P tlP J?!net. , !. t' ;rou ' C 
t!l l 1-tim. 

le• . 

.... , . 

. . . . . l)ousnton etilt h1E •·hole · ye •r.d :·et>ne 
Co~~1ttee togeth~r •.... 

.. ••• anc t el.5 C P t o co=c U? t~•r• Pnc tell 
th.e:r. wne t : w,:;r.t • 

::n :voh . 

·•li. , no·-: , I ""'ade 1! 'l er :J , v~J·. >l"~ 1n tn~tt t n le 
1.r.•as elr.tjl :; b su~ge s ti~n - m:; t :\x 'ro~_rf-:. , Eee7 

,.ef.n. 

Socl nl ~ec ~rl t:· . AnO t :"lB t unl~et I kr.e'ti Cef lr.1 t~ly 

• 
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that they would pan it - DeiDoorate and 
Republicans ••.•• 

'tea. 

.•••• thi a year, I didn ' t want to present it. 

Yea. 

Now - ao then they eaid , · ·~ell , won't the 
Prea1dent send the meeaage?• nnd I ea1<l, • t;o, 
I 11D no t going to ask th~ ?r eeident to do any­
thing until I know that you peoole will entertain 
a tax bill .... . 

Uh huh. 

.. .. . and pass 1 t still th1e mon th. 

Yee. 

Now, I have never showed i t to the President . 

Uh huh. 

And they ' r e meeting again at ten-thirty tomorrow. 

Yea. 

And I'd l ike terribly to have a chance tomorrow 
morning to aee hi~ ••. •• 

Uh huh . 

, , ••. a.nd tell him Jua t whlt t I 1 m doing. 

All right, tine. 
as I can get i n. 
expeot to see the 

I'll call you back Just as soon 
I haven't got i n yet, but I 
Prealc!ent ehortly. 

Look, it - I'~ going home , becauaA I'm all ln. 

Uh huh, I'll bet. You've had a buay day . 

And 1t you get 1t and I ' m no t in, could you 
leave word with ecmeboc!y at my house? 

• 
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n"Y.Jr: 

T: 

iiUJr: 
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!IY.Jr: 

'1': 

HY.Jr: 

1': 

Hlo!Jr: 

Yea, oel'tainly. 

With eithel' Ml'e. Morgentbau or one ot the 
girl a there. 

All right, tine. I will. 

Or Mrs. Klot~ it ehe'a here. 

All l'ight. Well , I'll tl'Y youl' ottloe, and 
it I don't get anybody t here that I know will 
get it to you, then I ' ll call the house. 

Do you mind? 

Ho , not at all. 

You aee the spot I'm on. 

Yea, I do. Vb huh . 

And I haven't any idea what will appeal' in 
the paper s . 

Yes. Well, I have the memo tor t he President 
4nd I'll show him that on that and then ask 
him it you can come in in the morning on th.1e 
and deter the other meeting until later. 

Until Harry gets back. 

Yeah. All right, rine , •:r. Secretary. 

Thank you. I 1lll on an awful apot, Gr ace. 

Yea. All right, I ' ll exploin i t to him. 

Thank you. 

All right, l~r. Secrate.ry. Good-bye. 

Good-bye. 
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TREASURY DEPARTMENT 

...... 
fO Secretary Korgenthau November 5, 1941, 

~ Joseph J. O' Connell, Jr, 

For your information 

A meeting of the Price Cont rol Committee of the 
Office of Price Administrat ion was held this morning 
at 11 o' clock. Leon Henderson was to have presided, 
but was unexpectedly called to the White House and 
John Hamm, Deputy Administrator of OPA, handled the 
meeting . 

The main topic of discussion was the present status 
of the Price Control bill . The House Bankine and 
Currency Committee has changed the bill in several 
8Ubstantial respect s1 each of which has had the effect 
of materially weaken1ng the effect of the legislation. 
The most important si ngle change, of course , is in 
the agricultural provisions. Under the bill as 
modified, the Price Control Administration may not fix 
a ceiling for an agricultural commodity until it has 
reached the highest of three levels: (1) the price 
prevailing on October 1, 1941; (2) 110% of parity; or 
(3) the average price for the 1919 to 1929 period. 
Leon ' s people stated that if a~ricultural prices are 
permitted to rise to the exten~ they can rise under the 
bill as revised, it will mean an increase in the cost of 
living of from 13 to 15 per cent over existing levels, 

The Commi ttee also removed the licensing provisions 
ot the billt which wer e the most important means by which 
it was hoped price control could be enforced, and 
eliminated the right given to private individuals to 
sue for three times any price they might be charged in 
excess of an establ ished pri ce ceiling. fite revised 
bill al so croates an off ice of price administrator 
whereas the bill as introduced delegated broad power 
to the President to enfor ce its provisions through suCh 
agency as he might create or determine, 
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Secretary Morgenthau, 2 . 

Chairman Steagall has no t yet put the Committee 
blll i nto the hopper, and there is some slight hope that 
he may be prevaile d upon to reconvene the Con®i t tee 
for t he put•pose of reconsidering the a~ricultural 
provisions and of restoring the licens1ng provisions 
I aln informed that the vote on the new asricult ural ' 
urovislon in the Committee was ~ to 11 and that the 
Citait•can origi nally voted a&ainst the provision but 
later changed his vote in order to ~ive the proponents 
of the provision a majority, Furtnermore, two known 
a;ponents to the provision were absent . 

There is al so a slight possibility that even thou~h 
the Co~1ittee aoes not change its stand the bil l mi~ht~ 
ce ~ade more acceotable by amendment from the flooroof 
t .. e House. The ~eelin:; seetled to be that the Senate 
would be inclined to be at least as favorably disposed 
tor:ards agriculture as the House . 

30f 

!:.r . ~zekiel sug.:;ested that it mi.;ht be possible 
to work out and issue a general statement of Administration 
labor policy which r:ould be satisfactor~· to l abor and 
7;hich mi~ht have the eff ect of endin.:; tne assumed all i ance 
i.etrreen J.abor ana be fam block and in this vray to obtain 
a ::ore satisfac tory treatment of farm prices . 
(..r . Jalbraith indicated that in his judglll~nt there is no 
~Jbstantial evid ence that such a coalition actuall;. exists. 
P.e also stated that ce thought the ::e~bers of the House 
Co:::-ittee who sponsored the agr icultural provisions were 
~oir~ f~rther than any sabstantial farQ &roup had felt 
aeslrable but that the se groups could hardly be expected 
at this point to oppose the f avorable treatment given to 
ferrr commodities. ) 

In my jud!Jllent , unl ess ~ufficient pressure is . brought 
on Steaball to have his Comm1ttee reconsider t he b1ll , 
tllere is not very much chance of getting a better. bill out 
ot t~e House. It el l comes back to the proposit1on that 
unless a firm stand i s taken by someone in authori ty the 

• 
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Secretary Korgenthau, s. 

/J farm block wi ll win by default , and one might almost 11 ~ 
/1 as well have no price control bill . II 

The rest of the discussion was of a general nature, 
with members of the OPA st.aff reporting on recent activ1tiea 
of the agency, 

Kr . HamJD explained that pressure of other work had 
made it impossible to have regular meetings of the 
C~ittee during the past few weeks, but that it is 
hoped to hold them every week from now on. 

The meeting adjourned at 12.80. 
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Kr. o •Ooaell 

D••• 1. Moni.e, .Jr. 

oa r o,..'Mr ll\b, ,lu\ 'Mfon I letl for low Tori<, I wao tlull:r a'Ue lo P" 

1M ,..,._, ,..... ropor\ .._rt.bc \lw Pr1oe Ooa\,..1 111U, !be Seorelary aaU 

11o IIMv olloa\ Uo na\u, 'IN\ Uoa\ be 000114 4o aoU.1DC f'orlber _., , ,.. ... , .... 

,ul-. l o -.4 7"" for ,..... roper\, 

-
. 
• 

' 
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~•orti&ry ~r&entbau 

:.. K. f oley, •• 
' " 

Leon Ht ndereon1a ot!i oe hae aeked whether the 
Depart.ent i a in a poal t lon to uae aome ot l t a fiel d 
peovl• to make a oheok, at o! a oer ta ln date on 
retail pr lo11 being cnareed !or autoaoblle t!re• and 
tub11. 

lt l a ., underatand~ t hat ~?~ i t 11peotin6 to 
cJt down a&terlally on the 111 ppl 7 o! r ubber Cor 
autoaobil • t irea and t ubea ana that uP! anti ol pat •• 
that thh mon will r n ult 1n a Mhd al 14W OIILint 
ol t •• retail prioe o! tlr aa and tubea unleee t ame t .ing 
ie done to pr eYeut it . ln order that they may operat e 
intelligentl7 1 it i e important that they haTe accurate 
information on retail pr ieee btln~ charged pr ior to 
the propoeed ourtallaent, and with tuat 1n mlndt they 
have u lr.ed th&t w• auiat t hem by hning t ome or OW' 
f i eld peopl e aake a apot oheok on retai l t i re and tube 
pr lo11. 

I &3 lnto~ed by Deputy c~~iteloner Sohoene.an 
that, 1n oonneot lon with the operat ion o! tba 110111 
tLI on t l rea and t ubea, De~ut7 Collector• arc preaent\7 
in touch wi t h the Y&rloua retai l t . re dealtra, and 
tnat the ln!o~tlon raq~eated b7 Xr, Sen~cr ·on co~ld 
be obtained td thout &reat dlC!loulty. 

1 aee no reaaon wbJ .. t hould uot oo~pl1 with 
~. Hendareon' • r equeat . If you a&ree, 1 wl ll tel l 
Mr . v 1Connell to work out the detai l a • 

JJO' C. Jr /.l.aw 
11- 4-41 

. , ... ~l~.n. ? . . ll" 

' 
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0 P P I C E H I H 0 R A N 0 U H 

The SIIJ)~ly, Priorities and Allocati on Board Oa ••: !lovecber 5, 1911 

Leon Henderaon 

Ho·w r'isco.l Policy Can Aid the Wor k of SPAB 

In res,onse to the C~•s request I heve briefly described 1n this 
~randun the contribution which fiscal measures, especially taxes can 
-&ke ln allocatiine resources in the interests of de!enae. nte allo~etion 
or N!!ources 1~ t he heart of the p.roble of t!efense production mel all 
tc:OilO '!ic policies au.st be C()nsidered 1n rdetion to this problon. 

As a baais for th\s discussion, I want to a;>heaize th~t there is no 
sJch t:-.ln; 11 a t-&X systen •tor revenue onlJ'" or one Whi ch 1s •eeono:Ucall,y 
r.ev..tra... . • Any" tn syste affects various inccne clasees _. veot;ra;>hical areas, 
L'l<!ustr1ea and c<>=Odities dU:ferently. An:! tax ayatm will affect in vary­
.. :'!.. :.erTees the de:r.and r.,r end the supply of cert.ain Comr'odities. The issue 
in tax oolicy is solely whether or not we want to diare"'ard these econol':'i c 
orrects , i . e . , whether we want the t a"( system to be an unconscious and h&?­
h.lzard , or a conscious and :lurposi ve tool of economic policy. In our pre­
sent situation the choice is betueen a tax system which nt best ignores and 
.~ "orst impedes the exigencies ot the de!ence progrM, 8J\d one ""~ch is 
!'r.,-,ed 11ith regard to, or even vlith primary consideration for , the needs of 
r~<1ruc de!enae pr oduction • 

... iscal r.:.casures can be er.aploied to absorb e;<cens inco""e in tne nand$ 
o .. cons\t:lers tnd thus , cor.tbined with selective price controls , can aid i n 
: edJCir-& t.'lo d8J\60l' of inflation. .le all agree that tile prevontion of . 
!r.t.atto~ i a an 1nd1spen,..ble condition for achievil\i 111&xi.::u::1 defense out.­
Jt, ?rico inflation disturbs tile orderly runct1on1n& or the w;.ole econ­

c:.; - civilian and :::Uitary - md l!'.okes it i:'~nible for the business-
.. ~·· , t.:. tarcer, t he laborer_, or the Govei'I'Ce-nt prccurcent. Lf'l!!lCJ to :alan 
;;..e ~ . I t prevents an equitable d!strilr•tlon of de. en•e burdens . ?r«:: 
' ·" >0 .nt of vi "" of SP!I3 the over - ell pro 'ole."' of alloc~tion mil cuta.J.nly 

..,..,atly ai..,pli!ied 1! civilim> dc:-.m>d tor •oo:is ia ~e?t in close relntio~ 
~~ : .e S\Q- 1:1 of consur:er goods . This is the ~rol;;ln or the "inflo:tion~ 

, ... , rt 
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In adclit ion, specific !'Ucal and tax .,...,urea , wl\ile not providing a 
sufficient inetru!:lent tor acbievinj; the desired allocction or soecitic 
co;rjl(jitiOI 1 C&n b0 \14od tO f&C1Utate the proper diltribution Of .!C&rCe 
goods, 1! O"''>loyed in conjunction with priorit i es, allocction order, 
rat1on1ni schemes, and similar measures. 

Those two different roles of fiscal policy in tho allocation o! re­
sources in 11 de!enu econoC\Y, can be ill115tratod ey an overs:U::pU!ied 
~,ple. Ass~~e that at the levals of national income r eached in the 
fiscal year 1941-42, ci v1Uan consUMl's would normally w1111t t o buy 6 
nillion new P•••611i•r automobiles, .l.ssll'>e further thPt do!onse roquire­
uots necouit&te & curtailment of new car production to 2. 5 l'lillion ears, 
Sc:-.ehow the demand mu.st be brou;:~>t down to tho loval or now ear production. 
:tscal nollcy can be extronely use!ul in this process . In the !irst place, 
about one odlllon prospect ive buyers, after pa,y1ns their taxes, are r.o 
lonou inclined t o buy a 11ft' auta::obile. Thus, broad uasures o! fiscal 
control :oop up the excess spending trco the ineo:oe aide. In tho second 
91ace, hea'l)' exc1ae taxes and install;-.ent ereclit restrictions on sales or 
- auto,..,biles rr.e;r increase the price and etit!on tho ten:.s or purchasing 
•utoeobilea so much that perhaps another 2 m1llion prospective buyers de­
c~de not to purchue new cars after all, while t hose who do buy ears trans­
fer to t t e Oovernment • part or their ineo"'e in the tom or t ues . The 
"eratninc half & lllilUon pr ospedtive purchasers can be eliminoted fro::~ the 
norket by a relatively mild form o£ rationing, thus lonving a f inal deDand 
and suoply of 2 . 5 ll'ill.ton, 

To indicate t he vital r ole or f iscal meaauroa in holpJ.na solve our 
allocation problema 1 we only need consider the size or tho ad.mini.strati ve 
one! enforcement problol:l which ·,..., would have on our honcls 1t we should r e-
17 mtiroly on a r ationing system to edj115t a 6 million ear decancl to • 

306 

~ .!i Dillion car suppl.y. It we adopt the rationin~ a~roach unsupplcoentad 
b; · doouat e !iecal .,.asures, " " do not only have to face tho job of ration­
io.·· autq,obiles but we have to face the consequences on tl.e der::.and for other 
~ties, un;y ot whl.ch also use scarce aateriala 1 ot the excess COoS".rter 
lr.co::e ""tch h&e been prevented !roo goina into autoaobilos . Thua 1 to k­
pose r&t ioninl; in the eose of one e~ty 1 witbout t&king &"Pl""!'l'iate fis­
cal 111aeures, r:.q lead to the necessity for rationin(, other cotroclities. 

1. 'i'he Problem or Excess Con51llter !nC0::!8 

The cenoral price level i s determined b1 tho relationship between the 
quantity o! goods available tor civ1Uan consumpt ion ond the size or civilian 
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soendina · \'lhn*"er ci"filian ~ exceeds tor a protracted period the 
vAlue (at at.&l"'t.i.n& peint) of the Pl"'oduction of goods tor ciYilian use :Ln­
n•~ion sots in. Tho volume of goode and aei"'Vieea available tor ci vihan 
use equals the totel volume of production J:linus defense production . Tho 
she of o1Y111an 1110nq income, howev.,.., depends on the to~al value of pro­
duct ion , 11hethor for Civilian or defense purpcaee . 'lbe value of civilian 
100nd1ng equals the amount of total income lese taxes and saving. 

Thie OCto be!"' , which we Nil take as a stut ing point, the total volut~e 
o£ !11'oduction (i.e. groes national inco:ne, or not national income plus de­
preci&ticn allowancee) wa.s l"UMing at the r ate of about ts-3/4 bUlion per 
<Onth. Our oatl..mlltea - u well a.s etudiee made b,r oth.,.. governmental and 
yrivate rese&l"'ch organizations - indicate tnat we will hardly be able to 
iOcra.,e the total volu:oe of production within a Teu or eo to 110r e than 
f»-3/L bUlion • 110nth at present prices. Such an increase of about 1J$ 
1n the phyoical vol\1110 of Pl"'oduetion a.ssu.e that we have considerable 
s1>eceu in ahi!til16 fro= civilian to defense production without greot 
friction; i t also &S8UIIes that we achieve a eubetantial expansion of our 
oroduct1ve facilities beth in the buic r"" ll&teriale and in the finished 
ir-nt industries. Defenoe disburse;oents (including Defense Aid , l!.l' .c ., 
.ad foreien ....,. plll'chases) amounted to ne&l"'ly Sl.-3/4 b1llion in Octobel"', 
l9U. TWelve contha from now defense disburseconta will be at the level 
of about ~ billion a r.10nth it pr esent plane are realized. I! the pre­
sent prcgr010 is expanded in line with recent diacuuione, diabursecents 
would be considerably l arger - perhaps about SJt billion - by Septembel"', 
1942. I shall ... ..,.,, hO'Ifever , for purpos e or this memorandw:~, that the 
conthl.y disbursement• on armaments reaches about 82-3/4 billion by next 
Se9tembor. Assuming a fairly r egular increase ovor the year t his would 
il:!ply a total .........,ent outla,y of 821 billion for t ho fiscal yeu 1941-42, 
ml about &27 b1Won in t he next l2 months , 

lfith the sro•• national incorte and defcnao disbureeoenta increasing 
.. ostiated, what will happen to the !'l"oduction of eooda for civilian 
uset 1o October 1941 there """ about '111 bUlion a 100ntb left for civilian 
!>"l?O•ea, incl\1111nc COI\S""''tion, replace:oent and .,.,. investment. This is 
probably about the ,.,., aa the l evel of civilian production achieved in 
the lld.cldle of 1940 but 80J:Ie'lfbat below the peak of civilian production of 
~bout ~t b1ll1on which was reached around tho J:liddle of 1941. On the 
basil of the a.saw.ptiona made above, there will etUl be ~ billion a Moth 
available for civilian uae in September 1942. 

Should we fail to increase tbe monthly rate of product ion by $l b1ll1on 
the at10unt of goods available for civili an uae will be that much smaller. 
If we increase defenee disbursements beyond t ho &2--3/4 billion level in Se~ 
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er~r, 1942 uaumec:l abcrra, another r eduction ill tho ~~~aunt lett !or 
cinlilll purposes will be r equired , U de!onu dieburaocents r each 
$)~ billion II month b"/ next !all, ! or e>cmple, the volUIIle o! soods at 
tho disposition o! cin lian.s would be reduced t o not much over e6 billi on 
• ,..nth . On the other hand, o! course, 1! de!ense diaburseMnts tilled 
to reach the level aeeumed, and t otal pr oduct ion nevar thalose rosa to t he 
level estimat ed above , there would be more left over tor civilian produc­
tion than at the present t ime, (All ! i gureo are based on the prive l evel 
prevailina ill October 1941 and represent o~ the roughest o! est im•tea , ) 

over the next year monthly Federal expand.itures w1ll thue probably 
;.ncre•u b)' about $l billion. '!he t ax r evenue or the Treuury, h010ever, 
rill rise by onl7 about $1/2 billion a 1110nth ill thie peri od, the greater 
part cOOling !roa the autooatic increase ill revenuea which accomp&.'\l.ea ex­
pansion in national illcoae and bnJ..T the s::>aller part renectillg the ad­
dit ional lenea o! the Revenue Act or 1941. The Oov~t will be -
bursi ng about $1/2 bUll on net additional illco.,. to civilians, while the 
.,.,unt o£ cooda and Servi.des &Tailable far ciTilian purebue w1ll not 
!:ne illcrevoed. Consequently spendable civilian inc...., w1ll be about ~/2 
billion a month 1n excess of the mount o! goode aTail&ble tor civilian 
eonoq tion replacement and investment, asa\lldng that prices do not rise , 
and asou:nins further, as we pr obably lf:lq, thnt other net income creating 
..xnend.ituree remain in the aggregat e at their present level . This excess 
is currently ro!orred to 88 the "inflationary ca~. · In this situation, 
prices would necessarily rise 1! notlti.ne were dono about tho gap . 
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\Te !ace thia 1n!lationary gap t od8y, this "'onth, next month - and have 
!aced it for at loaat hal! a year . I t does not wait until tho end of the 
calendar or !iocal year or for the legislative calendar . Prices have r isen 
over 5% between July l snd October 31 because July•e, Ausuat•a, September ' s 
and OCtober • 1 aape were not closed by any deliberate 10euure but were left to 
be closed by the price rise . AnT forecast or the abe of the ga;> !or any 
10111! ;>er i od such as the next six oonths or twelve 1>0<1ths 1• necessarily rough 
&I'd bued on CIUl7 unpreclictable factors, but, even U.O"ib oaly a crude tool, 
it c;n bs or great uee . Altbo~ the gap, est.i:&t<!d on the a.s~tion cade 
above, would probably be_ qnly 1n the arder o! magnitude ot ~ b1llion aver 
tile next twelve 100nths, !I since it is a ~ phenocenon arrr fiscal uaeure 

'}} This figure is lower than some esti.oates which have been circulat illg 
llrOWld town, The di!terence , however, is al)parent rather than ~al because 
(•) the other eotinatea start tr01r: mid-1941 rather than !r0111 october 1941 
and (b) they repreaent monthly rates of the gap !or r:dd-1942 mult iplied by 
1~ rather than the aggregate of the eaps !or each or the individual twelve 
r.onths October 1941 to September 1942. 

. 
• 
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dotiped to oonect it -t b. cepabl. ot ab.orbinc l.arpr -to ol 
IJI.- u tbo pp 11>=-••· 

(tabl. to b. oupplieo l&tar) 
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2. Closing the Intlat ionarz Oan 

In real t.,.,.. the £&p must be closed bj' brinsins the !Oa{lnitude of 
civil1M goode delllllnded into eqUAlity ll'it h the production of civilian 
:oods. An expansion in the output or civ1.11an goode is one '"a:F of 
&c~ievin' t his , but aside from the "'""unt needed to t'Cet incr eased &mOI!ent 
e:<:>endituros , no substantial expansion of out~ut can be expect ed. !'his 
e~ualitY co.n also be broll(lbt about 1>1 reducinc civilian conOWll9t i on or ci vil­
ian c&?ital exponc1iturcs . Drawing on i nventor i eo and curt ailment of main­
.en&nct and replacement expenditures ore onJ.y ~"""crary tholl(lh 11'lnortant 
er edient s which tna.Y be r egarded as forms or reduced ci vilian expenditures . 

Closir.0 the gap 1>1 allowing pr i ces to r ise i a one cecne of accocolish­
ir.: ,).., rec1uot ion in the real value of civilian ex;>enditure. '!'be oth;,. 
tnilable ::eans ere 1ncr cas111£ taxes and increasinl ••vins· '!be gap cannot 
be closec1, without inflat ion, by a cere cho.nge 1n tne ownership of existing 
u•ets , not evan by the t r ansfo=ation of benk de;>osite int.o £OVern=ent seeu­
rlties. 

~~ increase i n voluntary 9urchases or bOv~rnment securities out of 
C\ll"rent inc ore cau.:-t in our s1t'J4tioo remain a. s econdary , thou.gh. irlportant, 
r.t•ns o! cloaine t he cap . Chi ef r eliance must , t herefore , be ul aced on 
:...X..t ion . 1·o close the i nflationary eap by to.xation we need t;.,. •• which 
rill ~O$J.n W 1J.OW tl:lr.:ediatel_y J which are &010 to Yiold l orge MI()Wit S , Nrtl.Ch 
will inere .. e i n Yiel d as &rlllllll\ent expenditures r ire , end wh.1.ch or e neltible 
moush to be adapted to a rapi dJ.y changi ng nted for addit ional revenue. 

~he probl em befor e ua i s not a new one . It h•a been o " ressin; actual­
~ty ror r t lea:t hal! a yetr and could b e, and was , anticipated ·."ell before 
-;· ~t tt o by rtir:f co~etent econonists . The su,:r"'oet iona I a:; coin;; to ~e 

are not new eit her. I have discussed tl.er.: on ::.aey occe.aion~ durin2 the last 
;-e:.r, in nost. detai l ?robllbl .. - 'When I appec.red before the ~{a:fS and 1!eans Con­
:i~tee o~ the House of Representa~ives , on ~?, las t . 

• · Clooin~ Loopholes 

?efore introducin( new taxes or r<dically chany~- exiatin; ones , it is 
l.."'rtsable tron every ooint of vi..,. t o close a nu:-ber of i :,portant l oophol es 
!n cur preoent aystOlll. of inc<me, bift ond inheritance t axes. Thi s involves 
ori::uU;r ret orn of t he joi nt return provision• ! rom husbands and wiveo; ab­
olition o! the pre!erred treat~.ent of capital cain a; pr1vcnt ion of : uture 
bs\lea of tax exelf.Pt securities; t i ghtening of the proviaions of the estate 
orul eift tax laiTJ abolit ion of the credit for interes t paid 1n corporat e tax 
ret\11'1\s, nnd eli• l.net i on of several un._..rr anted i nteres t and tax llec1uctions 

• 
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ill Ute peraonal in<:ODO t&x. 'ibese chmges are tar h<a neslicible u a 
., ... ot raiainl odditJ.onal rnenue , altllo\lih the;y can h&rdlT y1eld auch 
r•""""" durinr the remainder ol l94l-42. As • matter of toot it has been 
estin&ted that the;y would yield about $1 billion in 1 lull fiscal year at 
present levola ol ll&tional income. 

b. Advancing Income Tax P5r0ent Dates 

One aourco of revenue which would begin to now 1.anedJ.otely and which 
would yield oonaidarable revenue be! ore the !iaoll year 1942-.43 starts, 1s 
an advano..,ont o! the j)e;ylllent dates of the inc.,.,. taxeo tor the calendar 

31.1. 

year 194l. Undar t he present procedure theae taxes are pqab1a in tour 
equal quarterly installments due llarch 15, June 15, Sept•ber 15, and Dec­
e:Dbu 15, 1942. U this procedure were amended to require pqunt in lull 
on~~~ 15 - or, it this • ere regarded u too harsh, ~tin two inatall­
;ents only on llareh 15 and June 15 reepecUYely - tba rnooue o! the Fed­
eral OoY.....,.,t during the tiscal year l94l-42 would increase by soo:ethiog 
like $3 billio11 . Tbe "'•uury'o inCOIIll in the lint holt of the fiscal year 
1942../J would be red~~Ced by an equal ...,unt, of course, but this is less im­
portant, aince it certainly would be easier to prOYide for edditional revenue 
sources in tha aecood halt ol 1942 then in the !irat holt. 

1Jf11 ouch apeediog up of income tax collection would be a very unpopular 
step to take. However, tba campul.aio11 involved in thia arrangeoent could be 
mitigated by various schemes giving the taxpe;yar eome econooicll incentive 
for early payment. The recently intr oduced tax anticipation certificates 
are an example or the possibiliti es. 

c. Collection at Source 

!be averoce lag between accrual of income ond payment or tax now """unto 
to oatething OYer a year. Even it the dAte of tox paymento were adYanced as 
outlined abon , the lag would still average obout nine ...,the. !bia lag would 
be of Uttle, it any, signi!ieanee it 1neo::e tox 7illda were stable. In a 
peried, bowftar, where both toxable inco::Je and tu: rates are sharply increuing, 
tbe long lag between accrual and ~t ot tox robe the incoee tax a good 
deal ol the anti-1ntlat1onary effect it would oth....Ue heYe. It 1s therefore, 
essential to find a wq to cut the lag and to receive part of the total ineo<>e 
~ y1eld in:lediately as it accrues. 
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One Dll&l\8 ot accOIIPlilhing t111a 1a the introcluot1on ot a ,_ tl&t rate 
~neoooo tax to be decluoted at eource, i . e, paid curran~ to the TrMaury b)' 
emplDroN tor wqe and •al&r7 !nco.o, 'rh1e tax could coftr a wider rue• ot 
~ne-• by reduoin& the ex.ption liait to u low u tm tor a •in&l• :l.n­
dirld\IU and $1, 000 tor • arriad couple, pl\1.8 $300 tor each dapen<l .. t . The 
rate might ftll be eubjaot to periodic •ban&•• ao the need tor additioiW re­
venue and tor 11101'1 or late control oftr intlationary cleftlopoente aro••· I 
should favor leavinc •bane•• within •tetutoey liaite to the cliaoretion ot the 
TroaaUl')' and aa qainat .aldn& the rat.. follow an)' hare! and tut au-tio 
!OI'!IIIIll· 

It collaot1on ot 1941 inca. tu:ea 1a not epeedad up, t111a tax ehoW.cl be 
!.otroduoad u eoon u poeaible. To llit.i&&te onrlappinc with the 1941 1ncaM 
tax payMDto d\1.8 in 1942 the ratA ot tax would haft to be kept relati...q- low 
'"1 uouncl sJ in the be&Jnning (the Ctlr%'8llt Canadian rate 1a .,. with l•• a­
. ,...,. exapt.iona), but it 111cbt be w ll stepped. up oonaiderabl.T atter 1941 in­
._ taxes are paid.. .t.t a ratA of ~ &IUCb a tax ehould 71114 about $) b1ll1on 
a )'O&r on a national inc..,.. ot $90 billlon. 

IMtaacl ot cliaOUIIaina the ........,,. tAchnioal probl- ariaing in oonnectinn 
with such a tax and itA integration with tho preeant 1no0011 tax, that baa been 
done eutticientJ.T within the appropriate Fecleral asenoies and 1n INMI'0\1.8 inter­
agency conterances - I ahculd like to point out that Great Brittin and Ge._,.,. 
have used collection at oouroe for 1llllocy ya&rl and, wll&t ,..... be o! more o1gnil1-
eanee, that Canada introcluoecl it 1n 1940· t1r information 1nc11catse that tho 
Canadian experizDent baa been entirel,y eucce .. tul, that no serious t.dllin1atrat1ve 
difficulties have arleen, and that neither tho t&xpe,Tizl8 public nor tho omplo;r­
ers, llbo are used u collecting agenciu, have raiaecl aorio\18 objections . 

'l'haro are, ot courae, Yariouo other poui billtiee o! collecting income 
tax at aource which han been conaidered but I will not ao into thea hare. 

d. Co?j!Ul.aorz Sa!ina 

I do not t .. l that the tille baa c01110 J'lt to incorporate into our inca:oe 
tax a forced ea'r!.np teat,..... In principle, I atronal1' taYOr the K~TD• plan 
1n ~terence to othar e1ecl.lar ac-. (Thia plan proYiclea that • pe.rt o! 
1ndl;ridual 1no0111 tu:ea paid 1a creclitecl to the taxpe.y<>r, to be repaid atter 
the nr. 'l'he portion credited Yariea inverael,y with the abe o! tho tu:eble 
1nc-, i .e. the lowr tha incoM the hi&har the proportion orec11tecl.) I 
beUevo, hcwftr, t .hat tor the tiacal year 1941-42 w oan clo without &liT c..-
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~1'1 oarln&• fe&tll!'e. U ......at upendit.ur• lhould be eoneidolrabl;( 
~.ncreaaed att..r llid-1942, aboYe the lnal now p.l.o.nMcl, we w111 probabl,y 
ba" to tall back on ao• ouch colljN}aory oa'l'in&o plan to euppl-t. tbe 
inCOIII tax• 

1, Social Sec uri tr Taxu 

Our Social Security syotea at the preoent time worke to a large ..,._ 
tent aa a forced ea'l'in&a ach- and providea the Treuur:y with conaicler­
able =unte or rn .. uo. In the !ileal year 1940-41, !or inatence, total 
receipte of t ho Social Security organisation amounted to $2 bUlion, only 
about $)/4 bUlion were neeclecl to pe,y claims and $1! bUlion were used to 
bllJ Treuur:y oecur1t111. In 1941-42 the purchue ot Treasury oecurit.iea 
tor these fllnd.s probeblr will rile to about $li bUlion. 

'f!lo present rates or Social Securi t:r t.uea ()l un~t inaur<~DCo, 
&Dd ~ tor old aae insurance) can be ral.aecl without either aclll1nistrot.1.-e 
di!ticult.ill or cr-t h&rclahip. Every increase ot U 1o equiftl.ent to an 
addition of about $l bUlion to the Treasury• a revenue, an increase which 
talceo e!!ect. almost inatantaneoualy. "hUe a IIO<Ierate 1ncroaoe in tho 
rates o! contribution moet.a no objection, I ..,. not in r&vor or IOIIk1ng the 
Social Security lll&chinery the lll&jor sou.."eo or the addit.ion&l revenuoe 
which we need. 

l'f objectiono to doing this are, to name onl7 tho moro important ones, 
t!lat the Sooill Security oyotem as yet covers onl7 &bout on&-half or all 
n;o and salary eerneriJ that because of absence or allowances tor familY 
status the contribut.ioM bear JOOst hsavilr on the uplcyeee with lo1t i.n­
cous or l&r&e ra11111es, and the add.ecl pressure on pricee which & sharp 
l.ncreaao in ..,plcrers' contribution rrs:r generate. 'ilbat 11 110re oignii'icant 
tram the 'dew point ot SP.&B, the regresai.-e incidence or Social Security 
rates 'fill Had to a curt.enment in the c1eMncl tor just t.hooe goode -
pa.-ticularlr cheap toocla and text.ilos - ot whieb ti'Are 11 a relativelr 
a..ple eupplr and 'lltlicb de not aeriouslr coqete with dotenae proclueta. 

t . !n:ess Protite Taxes 

! also nnt to repeat a suggestion llldcb I have riP"'tedlr ado, tw~:olr 
that the corporate .xeesa profits tax abould be otittenecl. An increase in 
the yiold from tho oxceaa profi t.s tax ie important trom our present point or 
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TiP as an anti-intlationary -ure to tho extent that it reduces !*1MDts 
of di videnda and thus the excess purcbaeina power in the 1w1c1a of ci v111ans. 
Dr libat metllod tho inereue in the yield of the exceee protit.s tax ehould be 
obteined 1e a much diooussec! question which involveo eoonolll.o, fiso!Ll, anc1 
adminl.atrative problema of great difficulty. I do not 111.nt, therefore, to 
ukt a position on this question now. 

g. The Oeneral Salee Tax 

I ohould like to dispose of one tax - t he seneral s!Lleo tax - which 
11a3 nunerouo aupportsre as an instnment of 1n!lat1on control, but which 
wllld in !act ha'tl reeults directly contr:lry to the requirOMnt.s of SP~. 

u I e:oph&Sir.ed in "'¥ tostiam:r before the house •a:rs and J.:eans Coo­
:>ittoe on ~ 7 and on ~ other occaaions, the general sales tax is !'roo 
alaost nery point of view about the worst in tho Whole arsenal of taxes . 
J)ve.• if thie tax took an equal proportion of the incOM of all persons, it 
wollld be hiahl:f inequitable because the loss of a si•en percentage of ~ 
1neo::11 hurte a poor man more than a 1Te&l thior one . But tho nenera1. uleo 
tax t.akeo a arser part of the income or low income persons than or !.n­
divid\l&ls with higher incomes, because a larser proportion or the low in­
co-...es is spent upon items which would be subject to the sales tax. OUr 
calculations indicate that the percentage or incomo apent on commodities 
subject to the sales tax falls continuously ao you so up tho income se!Lle, 
fro~ about 94% from incomes under $500 to about 22~ for inooD&s over $20,000. 
And beeause the ceneral oalee tax bears so heavily on poraono with low in­
·~•. ita chief restrictive effect would be upon the demand tor articles 
ot mss consWIIption, the supply of which can still be expanded, primarily 
fooda and cheap textiles . It would have little er!oct upon the demand for 
consu::ers durable soods - auto:110bileo, retr1sera tors, etc. - the output 
ot •h1ch .wot be curtall.ed. That 1o not all, bowe'l9r• The tax bas a ten­
dt:lCT to be cUIIul.ated in tho proceos of pe""ing throuah the eoonoad.c mcb­
iury and thus to leacl to aeriollS rises in prices. Those in tum will !.n­
teMi1)' d....SS tor increased -ages with tho result that the tax will de­
fea\ its own end . 

I 
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FUoal .... \II'M <t.a~ to cloae t.Jw 1ntl&t10ftU7 pp .. DOt aum.s..t 
oltber to pre.,...t illpol't.ant ran in atrt.tec1o prioaa or to .,.,... the ..,_ • 
ceas&rT ci1Yeroion of •teri&la IUl4 taoUitiea to <t.t~Me p~. !111M ob-
jectives oan be raaohe4 •Ill¥ throuch -urea <t.aUna With ~ : ~ 
1t1es and aenioaa, a field not toucbecl, or 1ntluance4 onl¥ oe~ liT. 
tho ovor-all tiaoal MUures c11acuese<1in the previous aoctton. lllat 1a n~ 
ed 11 t.aution IUl4 other financial rutriotiona wtdcb Will reduce tile civil1an 
use of ocarco coeo<litiaa. 

Thua tar SPAll baa been 11 ttle concern.cl W1 th the problo ot cl1atrlbu-
Uni acarce oo-.clitiea aa:>ng t1nal retail conaUMra. .u a result ot ciYi­
lian curta1lalont or<t.ra, howner, it 1a pertaotl;r ob'rioua that in ~ scarca 
coods sbort.a&aa Will incrualngl;r appear at the retail l&Yel. Sooner or latar 
then w Will .,.,.. to face the prcbl""' of . conaUMr ratinning. The prospect 
of llh1niateri.n& IUl4 entorcinl; Wideeprao.d conau.er ratinning ••-• 1a not 
an 1n'rit1ng ons. l'ortW>&tel;r, l>crnver, there are tax -.urea IUl4 n.rlows 
other meaaurea of tinancial contn>l wtdcb Will aid ua in Mldng an efficient 
m! fairl;r oquitebla final allocatinn of scarce c()lllll()clit1eo at tl>a retail 
level Without resorting to universal rationing. 

a) Seleotbe hciae Taxes 

Selective exoiee taxes upon commodities prcxluced by resources wtdch are 
needed 1n th.e defense program are prcbebl;r th.e most efficient napon 1n t l>a 
arsenal of taxation to bring about the liberation of opaoifio scares re­
sources. Such taxeo Will reduce th.e quantity of the scarce resources demand­
ed b)' civU1ana, either clirectl;r releaaing thea for th.e defense etrort or help­
inC to sol,.. tho cli!ficult probl- of allocating th.e raoidual auppl;r after 
defense naada are Mt. l'rcperl;r applied they are conaiatent With defense ob­
jectins IUl4 <t.tini tal;r l>alp!ul to SPAll. 

Converaol;r a eyatea of excises applied 1nd1aorlainatel;r or Witbo1It ragard 
to the ~ of the ...,.. prcgraa 1a at laaat uaalo11 IUl4 •7 be buw-
tul. boot the atandpoint of de!enae. B;r ll&ldng c cl1t1aa, wtdcb do not .,_. 
peta With dotonae, expenaiYe to bu;r, ouch an 1nd.iaor1a1note excise eyatea 
ltl1 sbitt dftiUld to artielu wtdch do coapete, IUl4 thua co~~pllcate the prcb­
le:oe of SPAll. The excise taxes in force lOilen the <t.:tanae J»''ir&ll began fell 
l&roel.T into th1a categocy ot lniea uaelesa or harlltul to the <t.!enae pre­
cram. 

ilhen the first Revenue Act of 1941 wu und.er consideration, I nnt b&­
fore the Wa;ra IUl4 lleana Coll!lldttee of the Rouse of Representatives on l.!&Jr 7th 
to urge that new or higher exo1aea should recognize th.e needs of defenae. I 
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str<,.!Clt roc~ that *"" emieoa be placed on auto.obUoe, rofri&..­
atoro, radJ.oa, wuhin& •chines, tiroo &ad othe>: cone.,..., o durable &oocle 
produced !rca Mtviala, labor and equi-t needed tor aUit&r7 output. 1.t 
the ·- tl.:De I oppooed &441tional or nn taxao on ouch non-co-titi.,. it­
as tobllcco, Uquor, acmialione, •tahoe, tcUet proparotione and aott d.rinko. 
C!oU1'1110ll Eccloe concurred 1n theee roco-.nd.at1one. 

untortW>&tol7 the law u t1nall7 enacted did not ronoct thie ohlloeoph;r 
of excise toxea • Inatead it !ollcnntcl tho old p>:inciplo ot ._ro :yOu eeo a 
head, hit it&• It ie tl'UAI that eoiD8 nn or additional exc1.10s were t.posed 
on the do!oneo-coawotit1ve ite., but at ratoe too low tc be ot ai&ni!icant 
help 1n tho ocoiiOI:Iio mobiUaation procraa. For -plo, tlto tax on new auto­
.,bUo oelae wu raised onlJ' troa )~ tc ?%> I bad roc~ - on the asa­
Uon or onlJ' a 20% cut 1n production - a tax ot at 1-t ~. 

Tba need tor emiso taae intograted with tho datoneo prosraa is not leas, 
but creator, now than it was 1n ~. Tbe neceooarr curtail.Mnt ot ci vU1an 
suppUeo 1n certain ~ now is much areater than wu anticipated oi.x 100ntbs 
ago, and tho dit!iculty or alloe&tin& tho rooidual ouppJ.t is corrospondin&ly 
1ncnue4. Excise taae should now be applied on selected co"""""'"' • durable 
.~. not at the rate o! approx1Joatol7 20" u I ouagoated in Jlt.7, but 1n lll&nT 
cas .. at a much hiaher rate. F=ther100re1 tho excilo taxes should be eo con­
strocted that they boar more sevorel7 upon the more expeneive, heavier, end 
core complicated modele. Using the auto1:10b1le ll$&1n as an OXIJIIPlO the exniee 
tsx could .tiret be sraduated according tc the oaleo price of the car, ae is 
dona 1n Canada where tho tax rises tc a marginal rate of 80%, eo that the 
higher the price the hiaher the rate of tax. It the prcgruoion were suf!i­
cia~tly steep thie would doter the production and sale ot heavier models 1n 
general and o! deluxe modele 1n particular. lfith an adequate graduation ot 
rates, an incentive a1g1rt evan be given to the conetruction or much lighter 
can than are now aenvally 1n use. Further re!ineiD8nto are pooo.ible 1n tho 
direction of lower ratoe tor care llhich use a..Uer than average &l!IOunto ot 
surce •teria.ll. 

b) Inau.u-.t Credit Rootrictions 

Reatrictiono on inoteu-tlt credit are an exuple or a .... uro or !iscel, 
or aero accurately, t1nancial policy which 1a well adapted to the neode or 
SPI.B. Inetellaent purchaoeo are directed mainly toward& &oocls which roq\dro 
eonsid.enble quantities ot scarce raw materiale, plant rac1Utiea and labor 
1n direct coawotition with dofeneo production. Increases 1n the ..... .,. 
doocn p&)'lllent and 11J11totion o! t ho duration of tho oontraot tend to reduce 
installment purchaoea end prcbabl7 also to reduce the totol demand, both on 
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cash and oreclit, tor a;ooda O<Wpet1Da with 4eten .. production. n.. _..,.... 
recently taken b7 the Board ot Go'"more ot the Pe<lerel Reeerw ~tea -
tnere!oMI gonorall¥ 1n accordance with SP.t.B polic111. I u clad tbet OPA 
p~ an important role 1n 110rldnc it out, 

317 

FroiD tbl po1nt ot 'rl.., ot SP.t.B, hcnnrt-er, •titter reetrictione then act u­
ally 1.alpo .. d lll.sht well ha'" been put on tbl purcbue or aooda which repreaent 
the meat direct and important co-t1tion tor •care• reaourcoe. Con.,.reol,­
gocds produced trom ot1ll r elltively uple material~ lll.sbt ha'" been treated 
oore leniently and ~aibl,- enn lett entirel¥ outeic!e the ranee or the reatric-
tin roC1111t1one. hancll ot tbl.e neture, 10&1, I hope, be t1tted1nto the 
systee at a liter <tete. 

c) other Keuurea 

It 1e .,...,. doubtful lllletber taxation or other _..,..... ot ti.oeal polic,­
C&D or aboulc! be usee! to a s1gn1t1cant extent to reduce the volume or printe 
Investment. It 11, o! course, possible to 4e-riao taxes which will tell with 
partieul&r force on printe expenc!itures for plant, oqu1pooont and inventor,-. 
Such tans, however, 110uld have to be extremely complicated it they were to 
&void fllsrant 1noqu1t1eo anc! it 1o extremely c!it!icult to ID&ke them evasion­
proof. They ere, moreover, likely to be very IIIUCh resented by the bua1neso 
collllliUllity. I am of the opinion that the degree of restriction o! private in­
vestment which il necessary in order to permit maXIntum c!iveraion or resources 
t<> do!enao production should be obtained by othor moans. Among these means 
are restrictions on the allocation of materillo esoontial tor plant and oquip­
llfnt expenditures, (ouch aa steel, cement, roaoh1no tools and other roach1nery)J 
control ot irrrontorieo anc! control of capital 11aueo. 

I ""uld liJce to conclude this subject with one last tbousbt. J. jroper 
fucal polio,- 11 osoential to the 8\lccosstul achiev-t or the defense eUort. 
lltbough it can ne'"r be substituted !or specific .uurea 1fldch <tirect1¥ er­
teetuato allout1on, r~tly uud, it will recilitltl 4e!enoo objectives; 
'II'Oili1¥ applied, it w1l.l IDilce our probl.as !er .,re c!itticult. Dut 1n >IT ex­
perience the ilpact or tax end other tit:anoial ..... uro. on tile c!1rect1on or 
civi.l1an opend1n8, on oaVinCS habits, on 1nveatiDint and on llbor rellt ione, 
'lhlch determines ito etrect on production and on allout.ion or resources, il ox~ 
tremely complicated . For t1>1o reason, tho 1ntoarat.ion or tiac&l policies with 
defense policies is a very dif!icult and techn1oal probl .. to 1fldch tbe most 
careful and deteiled consideration IIIUSt be aiven. 
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MQ\'lloJEi! 5, 1941 

'l.066 
Tne Pre-liciW\t c ui t he P~ -lnJ.atcr of CM•::U tc.vt set. u;» 

a Joint Detente Procuet ion ceca!. t t.u to coora1nat.e tnt c apad Ut s ol 
!:A I.AO oowtt.rlee ror t.he p:."'doc:t.1oa or +Af«t.t • c.t. terit l. 'ftlls ac:\..lon 
.;-uu t..,t.o ertec~ • rl~ma.tior. ot the Joir.t. Eeonoob: Co&.ltt.ee or 
c.tt • .s& &.'\.;. t..~ :!niiACi St.:lu~. ' 

1'h* ?retl~;oeru. ~~r..: ~· PT1.oe 1.1nlatAr rt~;MeUvely h:i.ve ap­
ro!.nWJ ~e tollo1t1.fl4 L.mb:e:-s of the nerl,y c:rea~" Joint. <1::1&&1t.klt 

IJ!!eriean ~ 

"'llo 1-'erkins , Rxe~!Uthe iJirector, r.conomic Oet.nce Be&N 
C!u..it r iJn • 

J , v . F<)rrest.al , Under SocrtJt.ary ot t.ne t:&vy 
.1. H. Ha r rioon, iU.rect.or, Prodacuon 01vhton , OU1.ce ot 

Pl"Clau ·tl.o:'l ~ra..ger.o.eo t 
R· P. Pat.t.et·aon, :.Jhd.~r ~ee:-.t.ary ot ':'tar 
£ , t\ , Stett.inius, Jr., A..!:Unht.rw.~r, Otflc:e ot Ltn.l- Lease 

AJminia t ra Ucn 
H. L. \'lekory, \'1C'e et.a.t •• .en, :Jn1t4N S~UI• a.r..rlt.l.me Co=.­

aic,ion 

C~na lian leebe1"S 

o. K. S.lells, Ut7·a1 LL"\iswr, ~rtatnt. c.! ~1t.Lons an: 
S.sppl;,c.~r::an 

J . k. Donal.31 Di-""'ector C(.neral, Cno:.ie&lt c. ~,(ploslvu 
aruu:h, oe~rtwt!:'l.t. ot l:..ni;J.onl And su;.;')l.y 

H. J. Ca.:a1chk.l , DirectOr ~.:-.cr•l, l..'W.n1\.1ons ho..11.1ct.1on 
B.•·~o.:'lch , [)e?artoE."lt. or ~unit.ion.a ..nd. Supilf 

R. t'. SoU , Din.etor Cierer&l , .Ur-cra!t. Pro~.o.uct.1o:~ !rinch, 
Oeparl;:.:tnt. of ..:untuons c.nJ. Sup;ty 

H. ~ . l:&c!..illan., Prosidcnt., ,f.;..r- l'imt t..urcN.nc. ~h1p_,1~t;, 
LW. 

ill\l!Ar Ooraon, Oupar u::ent or fliUI.nCO 

•'he ::t.:solu'..i on of t.he Joint F.ccnon.1c Co: •. ::lll.t.ee, in •ccor:fa.noo 
d\11 "''ht.eh tne Jol.nt. L•~Jfcr,:.e ?rouuctJ.on Co:.,;.lt.!At rua be.:'\ 01'-'-?Usned, 
h aa follO'tJ : 

,IH!f\.~AS: ( A) S.. t rl!o"'C £-arlo. on A;)r-ll ~~ ta<l , t.l\(. P'r~e 
~:t.er oi ~d& aru t.h.:. Pn.d.~A.:U, or r.."'l• tlniu:~ St-atu 
~"a •u a ..,enLr al prirteipl., tn,at in r.obt.lldr" U.e n ­
IOUJ'C.t$ o!' th1..! cont.ir..o;!lt., ~ac:n C'4UI'll.t')' s."'oulo ~roo:tu& th., 
o>.Jl.•r wlt.l ... ~ W"ensc. artJ.cl ... s •ili:.n 1c. !.1 b.-It abl~ to 
p~uc"', ~ abov ... all, j)~UC~ quic.cl,y, & '\.l t.n•t ;to-Jct.ion 
i)r'Ojp'6&J..S ~o.Ua bO cooN1.~to.a too \hh W\.li•; i.'\4 

(B) :'bt:r ~ ~ ... ll:'m~tl> n.vt.~ ut.blh.n.C joL"''t. bo.ltes 
1."1 t.."'t.. fit.U of L.ill.ta.J"'j st.r~t.laQ ( t.h\1 ,>.,I'QI.MR:. Joint !OATtl 
on ~f-.r.!eo) , in tho. fhl:J of ri.t.&r; a.\4r1..la \VIU Join\. 
.~at..rrt..ah t;ooNL"''.o.ti.:.;, co:::..it.t.c..-.) , a."'C1 in 1..1\J fi.,.l.a of .Idl­
.,.r&l t.ocn.o:-...1.: r.,;lotio.n:: \ :.."1" Joint tconoaic t..oa.oit.u.<JS)f 
bu~ 

(C) "0 :ta~dlr'k 'f"/ hus ~(o\1:"1 Ut.obliiHI.d for l,.t\._ ljlt~Cific 
1'\lr:JOa, of cos ~ ~.-!'t~~:ct.lvd)' coord1Nit.1n4 cAJ)~c1.t.1u o! UHI 
two' countrii!G lor t.ho. prCXlU¢t.1on of od..,:\a" Mt.(.rit;l ; 

mEhE~R!, TI'K- J<~int. Eeoncadc CO::l:liltt....U 

~L,J.~;o~ (l) Tn~t t.'l~.- G~,·.nar:·.t.U of C.n.clo.a n:Jv ot ~"'e 
:Jni~J S;....t.o:e ... st.o..~li:::t- JOL>t.t. C:~:--it.t..• on J ... !~.on.s~ ~l"().AJct.lo~. 
~ rJ.Hv~y t.."'"' C!-?3d "' _l'tl ?Qt.n:.l.al cc.pAcl t.y tor r.r.e P:-o<.:J ~ 
~on o1' '1-.f.:.n~ ~ t4nt-l i."' .. aS. CO\&I,t,.ry t4 t:"' ~J ':.h;.t. L'l 
;,o~u.lhi..~ :.th. ruour.c....s o! !.:.: t.WO ~nt.n~a va.c.1 countrJ 
al"'oul.l proY!o~ ~c.r ~ coco:::..on d~f'-"llr. ,rror t ;th ~.ot.f~a 
«&rc.!c.ts ;~,!\!ch !.t. u b..st. a!:ll• w pr:>.;U~, t.c.!c.tr.• 1nt.e cc::-
=h r.a~c.t. t,h .. -csir.oUlt.y of 10 arn.. .... 1!'14 pro:...ot\loc tor 
.... r'"n'"'- F,as...• lio$ ~ ~l..rlz., ...s f•: s ;osJ1olv .. .,~ 
co"\al:tA..!'It. '"-u."a t.'h. ::...Jd.::J:l c. .. r,r.:.~ ... rror1., W•:aJus~n:.s 
in \11 -o~ ?St..-tt .. !' .. :.s .. ~:-ioa; 

• 
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(I) !'bat. cb .. aat.d. joi.Dt Cc.a.iUh H 41NOtt4 to 
ropo:rt trca ts.- to ttc.e 'Co t he Priaot IUAiat.e:r ot Cr:aada 
6Cd to tile Pntaidlat ot tt•• tfnhK St•t .. , Wltb tuob. 
r~a4aUoaa •• ue f"owd to be aeceaiU'y t.o aeoura 
tbe purpo.. en torUJ. cboYe, •• well c a Hpcru OD 
P.ra&:N•• •de Wlder tb•lr reoCM\).a!o.Uou. 

3~9 

(3) Tbtlt ttM aald Joint. oo611U.uo• 'b" t\&n1abe4 Wlth 
IUCb. ltWSi(.t l 01 hllY.;) Cll.J"undy bOtn 1D.it10U4 1o 1ib.il tiel4 
by tbo Joint ~onomic Cocw.itteoe ozul the Joint Wo\iJl'la.la 
Coordi.nctina C<:lmcLitt cei that thl) -'4 Joint OCIIMiiU.oe b11 
dirootod OI.II'Nntly to turnisb to tbl.l Joint ¥conom1o OOMLiUto 
coptea ot 1te aurveya, t1~1nge ucd. toooaoeadGtioaa aDd 
ropcru, ond co tOle" oppropriato Stipe to itLIUro o contlnu· 
lAC lioleou botwoca its sucrutortut and aaabor1 &Dd. tbe 
luorvt'U'lc t :ud l.lMb~:ra ot the Joint ZconCDtc Ccrniuoea; 
:&DIS tbot \be ecid joittt cca:ut uo b\.1 1avtu4 to oo:aaa.lt witb 
ttw Joint Eeo.nauc Ca:.nittees tb.rouc;b Joint aooUna• cr 
ottwrws .. , oa occoa:lo:l ae.y 1nd lct.te tO bo d. .. lrable, 
pcrUoularly With ~ to tb~ Objc.c'tho ot ahlta.latrc 
poet-d• t enee ~CODCIUC lllll.c.dj\l.S'Ult:!2U. 

~to: 

S.pt.t.aber 19, 1941.. 

Slpe4: 

(W, A, MocklDtOih) 
Cr..BD.41o.n CJ".otrii'IC.n. 

(.Unn H. llcnaco) 
Unitocl Sttttoa Cl'tlil'!Un . 
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0 .. 1' P.leUOPt 

I aa aeadi.Ja& fOil h• ... ltll aa ad· 
di tloul :-Jort 011 the prlMa of 
olotbla& hoiiNbolcl fllralahUp 
11hiob fOil _, whla to 11M 1a JOilP 
broac!Aut. 

-
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U'tM qt eleptv ,., b=· CW14 bmtehtye ebtn?lT tger•pp' 

Clo\hl.IIC U• 

11oft'• ,~ .. 
•.con' o ouUo 
!!011 1 0 -.a.I.A ... oblrto 
lton' o o\ne\ llhooo 
koa ' • 90$ IIIIDoo 

r enaa\ 1noreaaa 
a1DM s antcabor 1~ 

• 12 
7 

lr 
•a.on'o t'V Vlaao4 dreoo ooe t o 
•om•n'o aport ooa\a 

1} 
10 
11 
1 } 

i aaon'o wool dreaaoa 
oaan 'o ollk booo 

Tho 0 aTara&o houoow11'o", 1n rot\lrn1ab1ng t\er h011e , f1.n<1o \ 
\hAt 1\ ooeta her 12 p eroee\ aoro t t\An 1t would hnTo coat a 
l ... r a;o , aooo1'41AC t o Sap\ .. ber 15 l'lr l oo data, It oooh her 
6 porooat liON tbaa 1t ~4 hATa ooot 1D Juno of thlo roar. 
The r1ao 1n pr1ooa of houaoho14 turnlat\ln~a ••••• t o ooTer 
1110at ot t t\o nooeuar7 bo•nohol4 a rtlol oo. ~r10o lnoreaaoo 
for tJp1oa1 u- ..... oboe below: 

tlouoo~UlJIC U• 

L1T1ftl roaa a.tta 
Do4ro• nJ.\o 
•aoh1118 ..etl1DH 
.:tM\r1o retr1pra\ oro 
illl8• 
J.Attro• • •• 
Cotton oboe'• 

.·~roont 1noraau 
a1noo !lopt •ber l<]llo 

25 
19 
1~ 

7 
12 
23 

Ot tloo of t h o s oorotarr of the Troaaurr, 
e1vl a1on of Rooe&rah a nd J t at1at1oo. 
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NoY .. ber 5, 1941 

t1 dear Ill'. liooYerl 

!hank 10u tor 10ur letter ot 

NOYember 1. I appreciated haYinc 

the intoraation it contained. 

=· ........ , .• 

Mr . J. Bdgar hooTer, 
Ytdtral bureau ot lnYeatigation, 
Department ot Juatice, 
l auhlngton, D. C. 

322 
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Tbe Honora bla 

PERSONAL AIID CONFIDENTIAL 
BY SPECIAL IIESSENOER 

The Secretary of t he Treasury 
r;aahincton, D. C. 

11:1 dear Mr. Secretory, 

All ot poaa1ble interest to you, intorsatioD bu 
been recelnd hOI! a reliable, contldentlsl eource to the 
etreot that on Jim• :<2, 1941, JS, OOO bo&• or abe wore 
shippod 117 /.rnaldo de Ctatro or Rio de Janeiro, Brull, 
to tha Societe Cooperetive Suisse des Cerealea et ll&tiereo 
rourraa;eree , Berne, SWitzerland, .tor the account ot tho 
SWill Oovenwent. This BhipDI8nt weighed 21 1JJ, 600 kllograao 
and wao ohipped directly to IJ.sbon, Portugal. 

Sincerely youre, 

' 
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........ 1141. 

Mr , ... ••• PriM ., .. , .... 

" ..... - -· pl .. _ '" - ... 

• -.u .. e6 ·- .. ,_ ........ s. ..... 
•u, ..... ,...,..., - _.._ ., u. 111laM 

..... 'hi lalW ot ,.,. '-eU..-ko' . ho11 

.............. a..-'1 • ..,. .... _ ... , 

.......... ..., .su _. ,.. .. ,.tr. 
WUII IIIUal .....,.U d& .-at whloao, 

sa-"lr· 

'''-•> ............ , •. 

.. ftlllo W, 1.. .... II ll n._, 
' "- lllal•te• ., 0...., ouaw, c- . 

GU / 4bo 

• 

' 
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TH£ S£CRETARY OF' TH[ NAVY 

WAaM I NOTON 

XoTocber 5 , 1941 

Thank you tor sPnfi~ ne the tvo r #Oeorda ot t he !~"'7 

Dt'll"'rtr::e:a.t 1 a !)U't 1e1F&t1on i n th.e ':'re&eury !our. I t.'?preete.te 

your thourh\ very cueh , indeed. 

Ron. Hsnry Jl.orgenthau 
!he Socrtt&r~ o! the Tr• .. sury 
~a~h1ncton , '· c. 

tel 

Youre a1ncer;J:r 

L 
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llo...-.r S, 1941 

1. lleooOrand• ent.i tJ.ed •s- Tn>1~al t.M­
Le&a• cuu• 111licll 1Ddie&t.u d.~ ....._totore 
enoo1111t.er.c1 1A &•t.t.iD& &llocat.ioo let.t.era and t.r..,._ 
t er cl1reot.hea to tile War Departaeot.. 1bia 1a ~oo­
aicl.rahl,r i.ol>roTecl DOW. 

2. Meooorandua eat.it.led •s- \'n)iw COOt.r"t. 
Diat.ribllt.iOD cu .. • , 111Ucll 1Ddicat.aa diT1decl re­
apondbillt.y wit.bin Ol'k. 

). lle8orand• aa to de~ 1A pwl.nc cont.rut.a. 

4. Bxt.rut. ot Jlr. Odlua' e t.eet.t.ony before 
tile Triiii&D c-itt.ae on October 7, 1941. 

JDcle. 
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Case On11 

APril 2$ 
Way l 
Ua.y J..4 

Jw>e 4 
Oct . 2l 

.. 
Incl. llo . 1 

- Requisition received by Defense .Ucl Reports . 
Requisition received by War Department . 

- Reeom:oendation (Form LLA )) forwarded by r.ar 
Depart.lwlt to Defense .Ud Reports. 

- Allocation lette.r sent to War Departunt. 
- Transfer Directive sent to 'liar Dtparta>ent. 

- Requl.oition received by Detenao .Ucl Report-s . 
- Requisition reeeiYed by War Depvt.ent. 
- Rac'""""ndation (Fono LU ) ) torw&rclod bJ' W&r 

Department to Deton51 .Ucl Report-s. 
JUno 18 - Allocation letter sent to War Departaent. 
Sept . 26 - Transfer Directive sent t o War Dtporta•nt. 

JUly ll 
JUly 12 
Sept . ll 

Oct. 7 

;&ae loura 

Jul,;i )l 

'"'· l Au&• 2 

Sept. 4 
Oct . 21 

- Requisit ion received by Defense .Ud Reporta . 
- Requisition received by War Department . 
- RecollliiiBndation (Form LLA )) torw&rcled by 11ar 

Dopart...nt to Defense Aid Reports. 
- Allocation letter sent to War Dtpart..ont. 

Trana!er Directive not yet recoiYed by War 
Depart.ent. 

- Requisition received by Detense .Ucl Reports. 
- Requisition received by War Depart<>ont. 
- Reco...,..ndation (ForDI LLA 3) !orw&rcled b:t War 

Department to Defense .Ud Rtporto. 
- Allocation latter sent to ',7ar Department. 
- Transfer Directi va sent to WIU' Depart<>ont. 

Nov .... be.r S, l91U. 

32? 
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Incl. No. 2 
<· 328 

80IIB nPIC.U. CO~CT DIS!'RIBIIriOII CASIS 

! 
~ cue 0n11 

Tho Contract Distribution Oivioion or OPV cort1tiod to tho 
War Oepart.oent tho COIIIU!ll.t,y or Kenosb - Racine, luconsin, u being in 
a dist.roee area, 1\aving threatened unllliiPlO)'MIIt due to priorit,y. Tho 
swons Com;>any was epec1ticall,y ~~entioned u cno ""ich would r0<1uiro 
asdotanco. Tbo War Oepart.aent entered into epooi al negotiations with 
uus cou:pany tor the IIAllutacture ot hoopital be<lo and be<lsido tables • 
.l!ter tho .. negotiations proceeded, roprosontetiveo ot the Purchase 
Uirlsion ot OPV objeated to this business going to t ho S~ Cot>pan;y 
•IV1ns it should go to a !irlo in Connecti cut. Tbo War Oepart<oent•a ' 
necotiatlons t or placing the buainoes wore concl\ldocl lut Fr1dq but 
reprosontetivo ot OPII requested t.!lat action bt withhold and that the 
cart1ticato .. ntionl.n,! ~ns epec1ticall,y would bo &un<led b,y lloodot,y. 
:;..co -ndMnt baa not yet boon rocoi ve<1 and tho proc..,...nt is bt1ng 
nolO UP• 

CUe Two: 

Tho War Oepartcent i s procuring incandiary bolllbo, the utal 
COIIj)CDOnta or wllicb are i.Qeall,y sodteQ for wide dis tribution UIOng ..aey 
flrw. I n consultation with OPV, a pl an tor procuremont or theoo cOJDoo 
ponents wu devised which would spread t ho work throughout the Unite<! 
States and involYe at least 200 firlos in the procurelU8nt . Owing to tho 
desire ot OPV to be &<!wised in advance or important procure...,nto, this 
1nto,.,.tion was givon to OPII and a delay of ten days in collj)loting the 
negotiations resulted. 

CUe 'l'b.roea 

'l'bo Contract Distribution Oirtaion ot OPV, roquootad tbat a 
bid Cor I'Ocoil aoechaniou bt g1V8D to a certain c...,at\)' becau.so it was 
otetod that it could subcontract 71% ot its work. Th• Pro<1uct ion Oirt­
sion of OPII, bowenr, took the position that this ite• wao not, 1n its 
opinion, proporl,y designed tor subcontractina• Aecordingl,y, the \tar 
Department 1a waiting to place the procurooent until the di ttorencea 
within OPII aro reconcUed. 

Hovlllber S, 1941 

' 
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Incl. Ho. J 

- 329 

llo~r S, 1941 

1. Tho true proaress of the Defense flooaraw c.,not be ••~ 
slll'ed merel1 by allowing tile •delq• in placina contracts. 'I'M objoc~ 
u ve ia not to place contracts but to get the goode ~~~&~~utactured and 
delivered. 

2. Tile uae of approved contracts u a M&aurin& rod does not 
p .. an accurate picture of the awount ot 110ney tllat hu actuall7 been 
otarted worltina. There are two principal reuons tor tllia, 

!• There 1a a reaene ot about ~ wldcll 1a llold to •et 
cont1n&enc1es which u.y arise, such as obUcationa trOll 
escalator clauaea, etc. 

b . Tbe cootracts placed includes ool1 those cues in wbicb 
the contracts have been siiJ'ed but doeo not include the 
lar&• n....C.r ot cues wbere lettero ot intent beYI been 
sent and in 110st of whl.cll cues work baa actuall1 c..,... 
unced. 

). It would be a simple enousll job to place contracts with 
great 1peecl it the supplies beins purcllased were reacl1ly anilable in 
the market or 1t proper attention waa not paicl to tho man,y clif!icult 
problema which must be aolvacl in advance of plaoina a contract. Tbeso 
problem.s include selecting a manufacturer competent and ab.le to procluce, 
arranain& with him Cor aolution of eng1noor1na and other probleJ>S whl.cll 
will inauro pi'OIII)t cloll very or an acceptable product and arranaing a 
proper price. 

4. While there are doubtless thinge which can bo dono to 
ope«! up tho placin& of cootracts, aucb spoedina up ohould not be ude 
t.he objective, but •rel1 the ..,ans. OVeratre .. in& the need tor apeoclin&~ 
liP in the placin& ot contracts a&:/ load to onrlookina the need for care 
1n placlns contr...,ta . careful worl< of neaotiation w1ll result in earlier 
am bettor product ion, t1w> carel.eas but apeecb placin& of contracts. 

. 
• 

' 
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I ncl. !lo . ~ 

f-'-Ua ~ ot Pa 1 'l'lla ot 
s.us OOWtii Ei 
~ 

IIAfiDDL IDIISI: P100W1 

......,., Oftober 27, 1941. 

Ill". 01Ua1 ltuot.l.J' oo. !!Ia\ 1o ooe ol l.bo rart.bor M\\oro 
w~ I .,..,. - o\~-l.bio Tal' ..... rUaa\1oo Law, 

330 

Ill". P'llltoao llee&llao 1l be 0at1 cS.cluo~ t.b&\ tro. hh t.o.uo, ooe 
or !.no H UOGO bo 1o cbeaper aD4 ablo \o \IDIIerbid 1o t.b&\ be 11u lila\ 
rool.l,7 &.110\IIIU \o an lllllair W... .:I.YIIll\act ovor 1\io coe;>oU\or wil.b 
uio\illc -s....q. 

11r. OIU'IIao I l.b1nk 1\ 1o b.cl !roa o"r¥ o\andpoic\ \o bllild 
.., a lot or new plan\ ohlch he will .b&Yo otwr \be war work, whllo a t 
~.~ . ..... u- ... .... l o\\illc uioUn& plan \a tall ic\o cl.iOIUII. I dec'\ 
aoon by \bot \bot l.b&H io ao\ a lo\ or plant \bot doooG • t ben \o bo 
built, boO&IUIO tJiaro &H MQ¥ IJ>iGco l.bo\ .... \ bo ll&d.e \bot C&GGOt bo 
u4a atC1c1ooUy 1G uiatin& planw, wch u b1c parw or t.onJco, ADd oo 
on, bu\ I \hiGI< \bero baa \o be a l1.no drum botw011 no\ l.bo q\Uiot10G o! 
co•t, bocauo ooe\ 1o _......, 1G \one o! reo\&l~ poro01>A14, I 
doG• t C&H wl\el.bor aG 1~ coow SO pol' COli\ ......,, 1l 1\ CaG bo acqllirC 
<>ow wil.b l.bo uioUJl& plant, I 1.b1nk 1l 1o cboopor tAa.• \o cot \bot -
1- a 71ar or two tro. """ at .)0 pv c•t \o SO pv c•t leao, witb a 
lot or .,... ;>lan\ tb&t baa w bo ..,rt.iMd, 

Tbe ~. And tbot Mm ' t bo IUIOd altar IA1o tb1Gc 1o Oftro 

11r. OIUao 'lell, 1\ probal>l7 o1ll bo IUIOd atwr tllio 1.a onr, 
•t t.l\o o.q>onH ot tbo plan\ tbat 1a alre~ 1c a.cioteGco, t>ou110o 1\ 
w1U oo tbo ot!ioi&Gt plant. I oat 1G OG a c-1\wo \hot holpod drat\ 
!.nO .l.loort1aa\1on !jill a ,roar or two &CO• ?or aunal.ly, 1 bolloYO 1c tbo 
oooonco o! \11&\ BW, but I tb1Gk it 1o wrona 1c 1w detail. !G tbo 
tlrat placo, I doD't 1J>1nk IJ>o\ 10" 0011 uorUao a plant, oo .utter 1c 
•11&~ , oar l.bo plan\ bu bo&G bllil\, oYor a !l.ll.od fin-yoar period . Tbo 
t h o yoaro .,. ... \allan u an ... .- poriocl o! tbo .,..rl 61101 at tbo ti.M, 

' 
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~ 3">Ject : Oevelooments 1n Br1t 1sh Co sh Pos ltlon 

I 

.. 

I ~reeu~e SecretPry St i mson hfte not yet re~l1ed to your 
r~cont letter ( ~~ted Ccto~er )0) on thP tr•norer or su~~ly 
con~!"f'ICt !I · 

T .. e r e rtre ,.,,)ended t ..,o tenta t1.ve ct!" ... ft• rc,~ tt~ lettc.~ to 
3!.!" .. in ~ley 'l'ood , t.1e ~lret be1n sus ected in tne e ven': -:.oPt 
5~c~et~ry St1uaon s~ould ~eree to tn• t~~narer ~n~ the second 
:.~in PUSwer ted 1f ae I!LOuld no: ~' :ree- . .r e!e <'r""!"te n~ed not 

,. rtuo led unt i l el~ner Pn rnsrer ;.P :! i: etn recel\'ed rror;J 
Secr~tt\rr St 1wao:\ or you ., ro~ose not - o (f'1 t tor Pn Fns'fl"er . 

rt.e~e P '!"e pl AO '"tr')")ende.:i P set 0,. .~~ ·.:or--ndr SU ."':"' ri t l n-
: .. e ot-1 ln or you r co•nrn l t :ilent to n rov1ce dollrr rellef t o toe 
-rltlfll •. , tt.e -:rettent st~tus of c.oll..,r r• l le r reJects , ond t i·.e 
l'~~ent ,.nO 'rof".,ect1v"' :;-old Pnr.' d ollnr ooEt t t 1on o~ tne Erit1e:1 . 

rll t e r Secretory Stltt son ' £ r e,ly HAS been rPc~lv~~td ·iHH~e oe:r.o ­
··~clr rl.ould <>e r oPd , ror I believe th•t th A 'l'rP•sury r>,.e t-e •cr.od 
• t·.,•n l.n n o1nt ln l ts r es•lone1l>1ll.ae• for t nP l>r1t1e:'l c • sh 
~o•Hlon . After you hP ve !-e,.d t!.ere :nemor •ndr I e::oul d very 

'JC:u rr.,recl.rtte your "O rov id1n~ r~ t" l !'- ho,J r l n ..... 1c1: ... o n~ .. h t 
re- Collv,ss the en t 1re :l r 1t1•., •1ttJ•t1on . 

In "cd1•1on to tn~ , ose1b11 1t 1es or t~rnpff'r~1ne Stl~~ly 
\: O:'ltr ... CtR, h1ns1n~ u"Qon SecrPtAr y S t 1-npon ' s rP~ltj tl.e r ,. "' re 
on~ :· - 1. ree :'lott~rr; c u rre:1tly .Pctlve. 

(,) Tn~ le~cl d !v1e1on ie -or~1nv o~ · ne ~os•1b111ty of 
- ,x !'fll1e!" : •. ro~,eh ""11" exe= ..... t !. O"'t fro~ t h • -1tt.w0l~1n~ t~x Of 
!"l.v•te ::rltl , .. t.olci1n-s oledc-ec to tr.o i!. f' . C. ( . t.1s l. s e 
!.!' ... ~l·en: .J ... tter rro:o. i::"'t or - tax rel1,.( t . • "''u-r. tbo! tpx con­

vent I. on Ju ft ne..:ot 1Pten. ) 

( b ) Tr.e tr•n! fer o f ~l.onr f•cl.l1t1~ • 1t~no·v te 1n~ d elryed 
o~~:· !ly • o 1n1et ••t1ve d 1t' flcul t1e• ln th~ "·' .C. I _believe 
:"?'l co·Jl<1 l: e vpr y hel :>!"Ul l n t h i ~ ~..,tte!" if }'Ou ... oult1 ... rite to 

,. . JonPr , ""~t 1n,- thPt L1s ex:>:n1n•t1on or t!JP .orl t l. c.o "1 l'0"1ert1es 
:.:. P"'eedf'l{\ u., . 

(o) r .. e lette r to .~r. Rl>l!lh w. Clor~ . ::nvoy Zxt~Poro in­
'!';· •:.~ . 1n1Rter Flen l.~otent11lrY of tne UnlM of So•~t .. AfrlcP 
rzj1c •. 1A to ro""~ort our · .... OR1t 1on on S011t.j A"rie~ ' f: rerHJest t or 
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; old ~1n 1n~ meohi nery is awaiting a memor andum rro~ wr. J . A. 
Re id, ~ember of the South African Purchasing Co~niaeion and 
•n •utnority on gold ~i~in3. !.lr. Reid m11de a very strong oral 
cn~e tor hie Government e request at ~ conference in my office 
?ridPy , but agreed to submit a more de t Ailed caee i n memoran­
duo form . 

5· The folloiVi ng pointe we re di scussed 11 t the l ast meeting 
... ith the Brit1eh: 

(p) Tr~nsrer ot suppl y oontrPcts - I informed the meeting 
or your letter to Secretary St i:>son ,.nd eoid thl't no sns,.er h8d 
yet been received. 

(b) Domi ni on pnd Coloni •l Lend-Letse arran~ements - It 
~· • re?orted that t he list or eligi bility rules for Dominion 
t nd Coloniel Lend-Lease reouieitions had been submit ted unoffic­
ially to the Domi ni on representPtives. 

(c) Gold mini ng machL~ery - I reported thtt no decision 
n•d been made on South Africa ' s reoueet tor steel pletes tor 
her e; old. mines . Sir <'redericl< sai d that glycerine, reouired 
for thA war explosives industry and tor the gold mines , was be­
comi ng eceroe, a nd he agreed to submit a memorendum on this point . 

(d) Sugar fo r Russi a - Sir r'rederlck reported th•t the 
United Kingdom h~d egreed to send sugs r to Ruesle , and he wes 
concerned l est the sugar would have to be bou! ht from t he dollar 
ere& . Ur . Bro~n agreed to put hi~ i n touch with those who ~ould 
be t~mil i~r wi th t his problem. 

(e) Wit hholdi ng tax - Slr r' rederick agr eed to sub~it a 
Qe~or~ndum to Ar. Kedes on t he possibi lity or exempting f r om 
the witt~olding tax p rlvpte British securit i es ?ledged to the 
n.r.c. 

(t) Baee costs in Iceland - Ur. Bewley reported that he 
understood that runde ~rovided t he Novy Dep~rtment tor Iceland 
ned not be en spent. i.li-. Brown was unable to -orovi:!e t he inform­
ation they requested at tbe moment, but , greed to ;>rovide it l ater. 

(g ) Film se t t lement - Sir Frederielt reoorted that British 
doll~r eX9endi tures for American f i lms wi ll be inoreased by the 
terus or 8. new Pgreement . The Brit i sh Government has agreed to 
release 50 percent or t he blocked sterl ing of Americen f ilm 
co,appn1ea (nbout 1o ~ million) and to l)ermi t r e!)etriation in the 
futur e of about 1o 5 million per year . 
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Treasury Depar~merlt 

Division ot Wonetary Reeearch 

l>au .............. -. ......... 19 

Firat Dratt. 

For uae 1! Secret&r7 Sti.uon approvu 
t.he tranater. 

IIR. fHITB 
Branch 2058 - Room 214l 

• 

. 
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Excolleno:TI • 

T'H~ SECRUARY OF' THC: T"EAaU"Y 

WAS ... I NOTON 

For tbo past eix aonthe the United States Tre~ baa been 
endeaYorinc to !ind aeane of otrangthening tho dollar poe1t1on o! 
the Bri t i ah Treaoury in order t.bat it mi&llt be ablo to bulld up a 
gold and dollar balance su!t1c1ent tor advance pl.allnina and effi­
cient pro11oution o! the war. 

Tho United States Arrq has been uked to tab oTer certain 
ouppl;r contract& aade by t he Bri tiob l'llrchaainc Miasions, am the 
Roconstructioo Finance Corporation, throuclt ito ouboidi&zy the 
!)~!enoe Plant Corporatioo, bas been aokad to !inanco the pvchaae 
by t hb OoYerraent or eoae o! the ...,.....ent !aclli tiu oonatructed 
by the 111es1ona in tbia cowttry. 

Up to the pntsent dollar relief obtained, or cort.>J.n to be 
obt.ainot!, tor tho British Treasury totals $226 111llion, aa tollowsr 

Plant Transfer~ r 

ToMeeeee Powder • • • • • • • • • • • • • , • $21 ,..c.ruon 
(This sWD bas already been rftcaived,) 

4 machine gun plants • • • , • • • • • • • • • 24 
(~7.9 m1llion bee alre~ beon recsived, 
and no ditfioul ty 1e expected 1n re­
covering the reaainder. ) 

11 other plante, costing C79 llilli on • • • • • 55 
(The u.s. J.nq has certified theao 
plants to the R.F .c. ao noceooary tor 
national de!enoe, and no further d1tt1-
cult1eo, other than adloin1otrathe, 
will t.e eooountered 1n reecverinc the 
aua. The ~55 figure is a pronoional 
osti&&te of the IOIOW>t of roCOYOrf aado 
by tbe B. P .... ) 

Supply Contract Trana!ers: 

4 machine gun contracts • • • • • • • • • • • 
($S. 9 has already boon received on 
thooo contracts, and no d1tr1cult)' is 
expected in recovering tho remoindor.) 

28 

• 

• 

• 
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tr.ltee ~ OOD\rM\ • • • • • • • • • 
(la Uaf fra the t(i .Sll!on ~~ 
for U...e ~ baa bee prcrd4ed. 
lleillnl of the tS _,,,.on of lrit1811 
.,._. ~te 1a apeoted abortqo) 

a..1.DctoD Jt1.tle ooaVao\ • • • • • • • • • 
(A.&N•..,t to nloetitute a War Depart­
_ , OODtraot tor t.h1e OODtraot 1a 
apeotecl 'fWT abort]¥, ) 

8aYqe Bit1.e COiltr&et • • • • • • • • • • 
(.Acre-ellt to n.betitute ...... Depart­
_, coDtraot tor t.h1e OODtraot 1a 
apeotecl 'fWT abortq.) 

Ordballce OODtraote aiped. after llarch U • 
(lluMtitutioll of War ~t -
traote for U...e OOiltracta hu bee 
~proftd 1:17 the la»-LMae .,.., .. ,nz. .. 
tioll, &1111 _.....u of U.. War Depart­
-t 1a apected. abortq,) 

Total • • • • • • • 

336 

tJ.l a1111e 

)2 • 

211 • 

)l • 

AI> additiollal l1at of ail< plallte auiteble tor tr&ll8f..- hu recellt]¥ 
bMn eul:a1 ttecl 1:17 the lritiah Purohui.n& lliaaiOIIao Theao plaDto coat 
$)1 .ulion, and, 11bila no action hu :r-t been t.al<.., ill arrloll&iDc tor 
their tranat..-, llltill&te recoTW7 of , ... portion of the $)1 .ulioa 
1a probable. 

Po"1b1e dollar relief project. r.•'"' na at t.h1a date are 
pr1Jlcipell¥ tooo VOUJ>II of npp]¥ contraoto aaarecati.n& t84 .ulion. 
OD llow.ber the 8ecretaey of •ar illtotweel .. that tbe U-.r tbougbt 
tbeae cootraote ooul.cl be t.akell Oftr and that be 110uld uke nerr 
attort to a:pedite the •gotiatiooa. n -· tberetore, be .. .-.c~. 
thet, &:1...., "-• thia rel1at w1l1 ha pro'lided. Io t.bat _t, U.. 
total dollar relief pro'l'ided tor the lritiah ,.......,. w1l1 be $)10 
.ulion, pllla - portion, NJ:1 $21 .ulioo, of the coat of tbe aix 
add1 t.iOOAl. pl.uate. 

Io additioll to t.h1e relief tbe lrit.iah dollar poaitioa hu beaD 
t.prond 1:17 tbe -ion of Ia»-LMae to oo.,.... - apealituree 
for wbich the Br1t1eh !nanJ7 W apeoted to DMC1 doUare. !M 
uto~~aioD of tha JAD~iolA&Ie procedllre to co.... United liD&doa plll'chae .. 
tor 10b1ch doUara W prenoua]¥ - co~~aidared nec .. aaq hu beaD 
.. tiaated bJ lire (.,.... to ....... t to about $100 .uliOD pw :r-are 

' 
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A ei.UU ext.na1on to ccm~r IW1f n-Utaey J)W'cbuoe ot tbt 
!JoclniCOie baa been eetiaated to ao1111t to about 112 111ll1on per 
111011th at preeent &Dd. to about 1300 a1ll1on per ,...., atter J....,.,.,. 1, 
1942. To the aboYe ol\ould &leo be added tha extenaion ot IAild- IAaee 
to covel' lltJ1T ellipPina eenicea, the te!T)'ins or &il'plenee, and 
doll.,.a paid to tbe llonreaiena !01' tba use ot tl\a Nonreaien merchant 
marine, toptl\er w1 tb tbe tax relief expected to Mterialize traa a 
tax convention now being necottated. Tbeee 111,y total 11.00 llillicn 
d~inc the next tweln meo~tha. 

Tl\ia renew or otepe taken during the past eix --.tba ahon 
that tbe Britieh Traaaury• a hopes tor dollar r&Uet ha" been 
oaplJt tllltUled . 

Secretary ot the Treaeucy 

His Excellency the Chancellor of the Exchequer, 
London, En£land. 

33? 
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Treasury Dopar~ent~~~ 

Division ot Wonet.ary .. Reeearch 

Date llov:..i! :_941 19 

To: Secretary Hcr~enthau 

I t~in~ you will be 1ntorcsted in 

learnir.g of the step fi1nant. 11 t.Uir{: 

with record to ••t<in~ up a F'lnnneial 

Sectic~ of the l:lnbassy, and provt-

sion tor current repor~s on :inancial 

matters . 

H. D. II . 

IIR. W!IITB 
Branch 2058 - Room 214 ~ 

• 
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TREASURY DEPARTMENT 339 

INTER OFFICE COiolloiUNICATION 

OAU October )0, 19hJ. 

llro Ko!licll 

'• Kiaoion and Financial Ro 
ndon 

1. T~o weekly t1nanc1al report trca London hencefor th will be 
prepued b)' the Financial SecUon or the Elabea17, conaioting or 
C..ld&T and four otber persona. Tbia 1a a atop 1n the direction 
or acluain reporting of financial and related aatura by tbe 
FinanCial SecUon or the Clabul7. Tho !irat or these reporta. 
elated October lJ, Me been rece1Tedo 

2. An etrort is bein& llade to coordinate tho ecc..-ic, cooaer­
cial, and financial reoe&rch and reportina or tile Elobas•7• For 
tbia purpose thera hal been utabllebed a csntrali.%ed Eco..-ic 
Coordination Recorda File of completed reporta, 1D•estigationz, 
and the contacts established thereby. Attoclled ie an Elobasay 
meaorandum concerning tbis We, &leo two Weekly SUlllll&riea of 
RoportiD& ActiTitios snowing the typea o! projecta reported 
thus tar by the Financi al Section and other Sections of tile 
<&busy. 

) . C..aclay hal been assisned the deaignation • Attache !or the 
Tt-eaaury" . 

(Letter !rca C..ada,y, London, October 17, 191.1.) 

• 

' 
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AIR POUCH 

Dear llr . Secreta17: 

EMBASSY OF THE 

UNI'Tm STATES OF AMERICA 

LONDON, October 17, 1941 

Tbia '11'111 be ot interest to Or. llblte' a Division. 

Bncloaed are: 

(1) A copJ ot the tirat weaklJ f inancial repor t, 
prepared bJ the ?inanci al Section ot the EmbaUJ, 

340 

(2) A copy or the weeklJ aummar, ot reporting 
activltiee in the Embaaey Cor the weeks ending OCtober 6 
and october 13, and 

(3) A cop7 ot an administrative circular concerning 
the coordination of economic reporting and the eatablishlng 
of a epecial t i le . The Collow1n6 paragrapha deal with 
theae and related matters. ' 

I. The Weekly Report. 

After a number or converaatlona with the Co:uercial \ 
Attache and others, it was decided that the Financial sec- 1 
tlon ot the EmbaUJ fhould take respona1bil1tJ tor the I 
preparation ot a waaklJ financia l report . It baa been 
agreed that thle report should be pr1ur11J designed tor 
the Traaaury Department and that ita cover sheet should 
be headed Vol~mta17 Report (For the Treaeur1 Department) , 
It ia aaeu.ed, however, that the preparation or thlo re­
port will elislnate the neceaaitJ on the part or t he 
Consular orttee ot preparing a report on the same eubject 
tor the benefi t or the Depat't$ent ot Commerce and or the 
Commercial Section ot the Department or State. AccordinglJ, 
t he coverage hae been planned with a view to Meeting the 
needs or these Department• as well as those or the Treaeur, 
and copiee presumably will be ude avei l able to them. _____ 

The Honorable 
Benr, llorgentbau, Jr. , 

Secretary ot the Treaaur,, 
Washington. 

After 
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Attar due consideration and diecueeion it baa 
eoesed to me that all reporting or financial and related 
matters ebould be done exclusively by the Financial Sec­
tion of the Embaeey, The agreement with respect to the 
weekly financial report is a atop in thie direction . 

Tho coverage and the omphaaio will naturally vary 
from week to week , and some subjects may not be treated 
at all i n a particular week if developments do not seem 
to juetify it , Bach week in a covering letter I shall 
cell attention to anr section or the report which I feel 
may be or outatanding or particular interest to the 
Treasury. In the enclosed report for the weak ending 
october •· particular attention is called to the section 
on Foreign Exchange found on page 13. It may happen that 
developments covered in the weakly report will also be 
reported via despatch or cable. A despatch was sent 
yesterday, for example, on the subject or poet-war 
atabili~ation , discussed on page 13 of the enclosed report . 
It is felt that any duplication that may come about in 
this way will not be amiss. 

Any suggestions as to the form and content of the 
weekly report which will make it more usetul for Treasury ' 
needs will be appreciated. 

II and III. Reporting and Filing System 
for the Embaaey. 

Ao the enclosed memorandum and weekly eu=Qariea or 
reporting activities indicate, an effort ie being made 
to coordinate the economic, commercial and financial 
raeearch and reporting or the Rmbaoa1. Each officer 
under whose direction any such research and reporting is 
conducted is asked, upon ccmpletlon of the worl< , to fill 
out a card (sample enclosed) giving the particulars 
called tor . This card will than be filed centrally for 
the information or the Embassy atarr . Each officer is 
asked to report each Monday the projects hie eection 
contemplates undertaking, those in progress and those 
completed. 

The need tor soma such plan as the one now being in­
augurated hae been apparent. It should help to avoid the 
duplication of effort on the part or the different sections 
or the Embassy, or which there hoe bean considerable. 

Accordingly 

Regraded Unclassified



3<12 

Accordingly, I have a.greed to the plan 1n principle, 
Tbe enoloaed weekly ~riea of reporting activitiea 
ahow the t7pea of projecta reported thue tar by the 
Financial Section and the other Sactione or the Embaasy. 
PraeumablJ, matters of high policy or projecte ini tiated 
ae the reeult of epec1fic confidential 1netructione from 
Waeh1ngton or from the Ambaeeador would not be so re­
ported. I ehall eend in a eop7 or the weekly summer,. 
each week in order that the Department may be informed 
ae to the work the Financial Section ie doing and eontem­
platee. 

lllacellaneoue . 

I have now b een ass igned, after eoneultation between 
the Ambaeeador and ~he Couneellor or the Emb&SSJ, the 
deei gnation "Attache for the Treaaur,.•. I am told that. 
thia form wae decided upon rather then "Treaeur7 Attache" 
for the reaeon that forzerly there were persons hera 
representing Treaeur,. (Cus tome , I believe) to whom the 
latter term waa applied although the7 were not , tn tact, 
ottleera of the Embaaay. 

Our Financial Section consllta at preaent of four 
persona, lira . Egerton, lira. Winton (a research aesis­
tant), Illes Chisholm and myself. For a t ime we had a 
aeoond atenographer but he was transferred els ewhere 
after a week or two. I have been promleed another full 
time stenographer when a group of six or eo arrives from 
Waeh1ngton. Two of these are said to be on the way hera 
at preaent . 

_Sincerely oure, 

• 

' 
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TREASURY DEPARTMENT 

INTI!II.OFI'ICE COMMUN ICATION 
343 

ro :.ecrot&r)' t1orgonthau 

.:.:inn: l)u.rin& October, no che.n&o toolt '1)1&ce under the July 14, 1937 
t(;ree::el\t '14'1th t he Central BAnk of China, covering our J)'..lrchrse ot l"'U.An U!J to a 
totnl value or $50.000 ,000. At present, ~• hold about 65,000.000 yu~. vith a 
to>" clollor Yaluo of $19 ,112,500, and tnia h collt.terel1:ed 'by $19,JJ9,015. b5 
111 LOld held et the 1:ew Yorlc Federal ~esene !!.nk. 

On A.9r1l 1, 191'1, ve ::>acle M agrer.oont vHh tho taUonel Gonrn­
~ent of the ?.e,ublie of Cb1na ~d th~ Central 3aDk a! Chlnr vbereln ve agreed t o 
P"~c::••• Chlnooo YU34 ~ tc t b• equivelent o! $50,000,000, no colle.terel beJ.n& 
re(Uired. So tar, ve ~·• ~e no )'UHL 1:1Urcheeet. T~e Ch1nete-A:erice.n-B.r1t1th 
~t,C!ll:at ioo Board began to operate in mid-A ~;utt, and t he CbinesP '~e~ent 
-~~:• h~Ye turniohod their contribution ot $20,000,000 to the Joint Stabilization 
:Oud. ll:l October }1, net l'ithdre_vels !rom tl:.h amount totcled ebO">t $9 , 71!6,000, 
l ttvi!:, a bt.l..nce o! $10, 25!• ,COO • 

• r••!l : &>ring October , no che.nge took !>lace under tho July 15, 1937 egreo-
·_:."nt ~:ith the United Stc.tee of :Brazil, lllheroin ve A()rttd to (l) :>urchnse milrei& 
u~ to n lotnl value o! $bO,OOO,OOO, to be collaterelizod by gold, end (2) eell 
>Tr 'il UJ> to $b0, 000,000 in gol d , whlcb would be •a,....or:Ced tor account of :Sr~zil 
e.t t.: e :.ev Y;)rk Federal ?.oserve :Bank. By n Septe-'!lber 2, 19)8 , r.!od.ifictt'll')l" ot 
t-i~ r~recment , 3ra:11 was elso pe~1~ted to ~lip gold hero to be added to this 
~er~r~•~ eceount. On October 31, ve c$ld no ~ilreis under t he fi r st part of 
''·· ' o..roo::1•~~ - U)> to the end of october, .-e :u-6. oold ~29, 4&5, 770.90 1n gold 
:o ~ro:ll , ._,~ Jlro_:il r~d ahlpped $11.532, 71>5 .19 in j;Ol d to r ev Yor:C - thue 
t..;;.~unc.a. e..re er.rarAted a~ the !ecierel • 

. :- ~.o.tl ca: Durin« October. no ~e took plt..c:e \UI.4tr tl:t .;anuer;r l, 19h1 
£brec~tnt v1th t he Banco Centre! rle 1~ ?.epublica Ar'tnt1na and t ne Gove~ent ot 
Art.t-tin.c., e&llicg tor our purcl-...ese of Ar;;ecUne peaoa u-, t o e. total YlU~e of 
.;0,000 .000, tor vaich no ~oltetorrl is re~ulrat . Since thla ~ee~ent ~· not 
:,-n c:ec.t. ratified by the Arttntine Legitll'ture. lt. is inop•rativ'! ~t 1Jreaent • 

• :~x1=1): An f!Qecoent vith tbe Governnrnt of tht :!.e:-ublie of ::ex1c:o r.nd 
~co de Mexico ta retl.d.y for tign.:lture, 11"1Vt:olv1nt: our purehe.se of :<!e:rlctl1 
;es~- u~ to a ·total •elue of $1~,000, 000. no colleterel beinc required . Tte 
..,"ree~e~t with Htx1co gives thct co\llltry l SO dtyo1 notico and then ""~dditiono.l 
lSC C.o;10 1n \.'hiCb to ro\>urchooe. The State DepiU't" ent 1o otill carry1118 on 
n·~otiatione wHh !!oldco, ancl the st~tbilht.t1on agre<:~ont will probebl:r be 

• 

' 
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colombia: A Stabi li&ation agreemen\ i o boiac dioouoood Yith Col oubia, 
Wlder vhioh ve vOIIld bw Colombian poooa up to the equ1YDJ.ont ot $3,000 ,000, 00 
collateral 'beill& r equired., 

ltouador: A Stabilisa tion acre•ont vith :Ecuador 1o being dlocuuod. In 
.. ruer con1'1roaUono, $5.000,000 ,.,., conoidtred ao the ll..ait to ouch an agrtl­
m<nt but tro1:1 an October 24 111oet1ng Yith tho l:CUA4or1an A111'-aoador, it vao 
0athered that tho aaxioaa .. aunt mar bo reduced to $J,OOO,OOO, and $1,000,000 
ot tbio vould bo proYidocl b:r :ZCUA4or. 

!ollrla: In a recent prol1ainaz7 dlocuuiol\ vith tho Bolirlon !{iniotor r .-
gerd!DC a Sb bilisation agro•ont, t ho Miniotor otatod hit bollof that Bolirla 
vou14 nood be\Woon $5,000,000 and $5,000,000 t o otab111•• 1h curreq. • 

Iceland: Diocuooion tor & $2,000,000 Stabili&ation acroeoont vith Iceland 
bogaD about tho encl ot Sopt•bor. It vu anUcipatocl tbl\t Icolandlc kronur pur­
chaoocl by uo undor th1t acrouont vould be ropurchaood vith clollero acquired b7 
Iceland through tho oalo ot ito pr oducto to tho UUi\ od Statoo GoYorncont , ouch 
producto then being Loncl-Loaood to Groat Britain. Although Mr. cumming of tho 
state Deportment indlcated on October 8 tho pouibilit:r that IcolAd voW.d not 
oeocl clollero f rom uo it on GdYanco vera oado to that oountey by tho Lond-L.,•• 
sroup, conlidoration io otill being ginn to & Stabil1•o.tiol\ agreement. 

Ruoo1a1 On A118\LI\ 15, ve agreed \o purchaoo t roe tho GonrD~Aont of tho 
o.s.s.R. about $10,535,000 in gold f or dol1Yor.Y •~thin 90 ~JI, and g&Yo Ruooia 
aD oclY&nOI ot $10,000,000. On Sept..,ber 19, tho Rulli&no clopooitod abont 
~5.b;l.OOO 1n gol d at th~ S&n }'ranc1tco !ant tor tho socrotar.v• o account. 
Another ohipmont, Yaluod at $5.!)49,000, vas oo clopooltod on Oct ober 20. ot the 
latler, $4,884,000 vao uood to conploto dol11'1t7 under t ho AU&Uit 15 acreo::ont. 
It v111 bo noted that tha aocond Ruolian dopoait vao 1404o 66 da:rw attar tho 
J.uguat 15 8CJ'IODOIIt, 

Tho ra&inin& $665,000 vort h ot &old in tbe RUuiao deposit of 
Ootobor 20 vao oppliocl agatnat t he Oct ober 10 agroomOI\t to purchAae about 
$31 6o5 000 111 cold from the Run i an Gonrnmont. ouch cold to bo doli nrod vi thin 
180·d&T;. An adY&noo of $30,000,000 to Ruocia undor tbo october 10 asreomont hal 
oince boon roduoocl t o $28,828,730. 

· ~ 
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T 
'!1!3 CPJ.Si ll.t.!lOla.L lloUii 

ot the CH7 ct lie .. Tork. 

noYeaber 5, 1941 

Wr. L. 1. KDoke, Vice Prec1!ent 
Y..Ural a. .. rn lie.:1k 
!lew York, li.T. 
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I!E$IYZD 
::ov 5-1941 
I.. 11, x. 

l'e ar< ill receipt ot I.JlotrucUono fro• .l.atorc 
lfra.dicc Corporat ion, requoat1ac us to not1t7 ,au.~ •• f1eeel. 
acenta ot the United Statee, t~~. at the 1nat~• of the 
State Bank ot the U. S. S.R. , we are a~thorl&ed to depoolt 
forthwith all ot the ~ld that arr!Yeo on the o/o 'A•erbaldjon° 
at the Sill l'ranciiCo III.Jlt, tor acCOW>t ot U:c Secretar;y ct 
the 1'reaour7. 

• 

We are telegraphing o\U' San l'ra.neitco Repreeen- ' 
tatlve accordingly, 

Xindl7 forward copy ot tblo l etter to the Treaoury 
Department 1A !aahlnu~on. 

/o/ i. c. ilulcl< 
x. c. 1'\mck: 
Second VIce Preol!ont 
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ItT dear Nr, Socrotaq1 

On or about lfoYaa'bor 6, 1941 thoro vtll 'be 

d~oltod at \he t1n1to4 Statu IUnt, San J'rano1ooo, 

cold 1'oluo4 at a~oxi.aatel;r $5-000. 000 for ao~ant 

of tho S.orotaq of tho frea8U17 ot tho t1nHo4 

Stat .. 'b7 or4or ot tbe OoYernaent ot \he Union ot 

So1'1et Soo1oJ.1ot lleplblico, !hio &Old hat atr1Yo4 

on \he S. I, J.aar'ba1Jan and it to be a!)9l1o4 apl.ntt 

tht amount of cold oold under the qraeMnt ot 

October 10, 1941. 

Tory trulT yourt , 

J.. Clro..,.., 
Charco 41J.tta1rtt 

tho l!onorablo 
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.. 

TREASURY DEPARTMENT 
IN I &JioC>I"p1(;a COMMUNICAnoN 

"'" ' Secrt\~~orcoDtblo 
~ 

llr:t~•trScll 
~0 

...... • .......... 5. 19111 

The RuuSaa>e h&Yt 48pot1\td a third ahipment ot cold -ralued at -o-hl;r 

$?,000,000. Thh ultot a \otal ot about $16,000,000 ill soU that t'be;r ba,.. 4*1Sftrtd, 

!he balance of tho sold oUll to be 4*11-rered U $25,900,000. 

-
• 

Regraded Unclassified



s.,.:rtatq..,., , 
Ua\U' Stat11 Ml.at , 
Saft rraaal H o, Oalifenla. 

3-18 

01> or """' lona)er b, 191>1 701> wlll recol ft cold •olatd a \ •prod .. hl7 
~.ooo,ooo fOJ' tloo acoe-t of tloo So""etOJ'T of tloo "'•ArT _, or4or of tloo 

Oon..-t of tloo IJaloa of SoYht Soclolht l epoo\lleo. Vpoa rocolpt of tlllo pU. 
,., an hero)T aatloorho4 aa4 b.otn ohd to Mlt oad 4otonlu lh nlu. After 
4ouralutloa of tloo 'O&lu ,.. aro h.rt hor ... tlaorhod aad laotnohd t o pvolooM 
lbo rold at tho flat prloo of $}5 par !tao t ro7 ov.aoo wltlt.oat oabt raouar u.o 
1 fi' of 1 paro .. t baa4llac eharco, to draw tloo 4opoolt corUfloah accor4tar17 ud 
to draw 7ft~ okoell: for tu aot 'O&lu of tho col4 ( lou tlao uul a lat oharcoo ) 
lo lho or4or of tloo 7oural '-""" ll&at of Saa Pnoolooc for aceout of t1>o 
Jo41ral RtMJ'ft I lLII< of !lev Tori< for ero4lt to tloo ' Socretar7 of tho froa0U7, 
Speelal Aa-t. ' Plouo laot""'t tloo 7o4or a l loHrn Jacl< of saa ~~-to 
lra .. ter tlllo ..... , )T hlopaplo t o t ho 7 o4oral boor.,. Baal< of lov Torlt for 
ero4U h tloo 'S.orotOJ'T of tloo troa011r7, Spoolal Accout . • Plouo han tloo 
Fodorol l oooJ'ft Jaak of 5oa 7raaolooo laolu4o l D l to tolocru to tho 7odoral 
hoono ll&ak of low Tort Ulo oa\tva of tloo oabor of flao ouoeo, lho total dollar 
TOlu, lho ..,..t of tloo roratar 1/4 of 1 poreool lwl4llar charco. aod tho ala\ 
eharcoo .... lola UTO - b4a otod , •• woU .. t ho aoao of tllo ohlp oa vllloh \lao colt 
no traaoparto4, •4 tho tato of lh arrh ol . Ploaoo proparo ob ooploo of •tat 
7ou k2-ll la 1M !!!!!! _., t .. orttar la tlao prOJI&N4 -coo at tho fool of tho 
TOpor\ tho lotol To.lao of \M pl4, lllo Mlll&r dlarco, t ho hooUlar ehor4" , 1M 
l olal ehOJ'coo, aa4 tllo aot nlu of lllo «<ld, wllh tho lwl4lliiiC aa4 olllor ..,.,. .. , 
~duct••, -., wit~ .. , ot._? •atraaeoue not&tloae oa the fora. fl•••• 4o ao\ at.­
Uoa oa tbe rep.rt , •• ... 4oae ta U:ae caee ot u_. St'p\ .. Mr \raaeaot i o• , ~t 
th• 1~ '"-Ulac Oharco U.o -· oo-\•4 'loa\ aot chorco4. r toa u forvv4 U.ooo forao 1o lbo Soero\&J")' of lloo flooa ft!7, ~lloalloa : l"roat Dlo\ rleh , ll'&oOOJ'T 
~"' ... ' · Yulalactea, D.C. Tn will obaene fro• t he 1a•\n.cUoaa t hat 7011 are 
U l to 4o4ut tloo l (la of 1~ lwl4ll&« cbarll"· 
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I 
..AK •• ~,.;) 7' :-~L 11 ~,-_ _. ""1. • -.,~t,j"J..Y 4 .,.. , 

191.1. 

( tr.ousan .$ or dollor :) 

Jul;. '- - :.u, . ~ I. .. ~: j: 
' A~~ . 1 . -· ~51 

~~l~ . ll - ,.:J ... . lo ~ .. ... 
~ . l - J.u ~; ; , ·::·.~ 

~· - ....... JO l ,c;..; .......... . 
·~ . • .,.t-pt . 0 '· ~Jj 

J' l . ..... t . - J 5 , /~., 

I • l~ .>tillt. . :10 7C', --
~ ' · .,.. t . - 7 ::, );J 
... '· . • Oc:l. . .. ~ ... ,) .. ~ - l>"l • ll t , .. J.5 
Cct. . 1; Cct.. . h 1, ')'ZL 

ct. . <<" - ~t . ~5 ) , r-2J 

=' . , .. ·• .ov . 1 I. , I.:''· 

Tou.l l.l , ~';i') 

--:=-::-,-·-- h --·--.· t \·t:!t .. -<r '"• • 1'-Jt.l . -- rt. .• n , :;1 vision of OLE: t~r:t h _..(_ •• rc. .. 
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!o reply ro!er to 

"' 

llii'AE.1'11:slll! or STA:rll 

b.SHniOTOJI 

!'bo Secrotal-7 ot State prootnh hio CODpll.,.nto to tho 

Hoaorable tho Socret&ey o! tho 'i'reaour7 &Ad tr&!>oeih herewith 

copho ot tolograa no, 388 GaUd Jlonabor 4, 1941 to tho 

J.aor10&D OoDOIIl&to Oenoral at Bon; XoDG tron0111t tin& a =••046• 

!roa the Secret8r7 of tbe T-reAsur)' to lrtr. A. l4anu.l Pox. 

ZuclotuHt 

Copies ot tolellJ'OIO no, 388, 
~o•eaber 4, 1941, to ~r1CAD 
Oo111ulato Oeneral, lio:o; Xon&. 
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.tJIIIUQU OOIIIOL, 

BOlD IOIQ, 

'"· 

"'MI'M .. 

J'Ol JOX 1'IICII !Ill! SBOD!U'I' or !Ill ! liY.lSUllr, 

CJjO!JI !boo followiJic l o\tcr baa ban .. lit 011 

Octo~.,. YJ ~o Ule CIW>o .. Aabaa•dt>r 111 •ehiJ>cWII; 

"!hi a 110\o 1a 111 nepo11ao ~ tba 111f o.-1 -

......t• ""' l ett with • • 011 Ooto'ov l}th, I ba<ro 11.,.,. 
001101uraUon to tho t110 raquoah fro• tho 0oYel'llaellt 

of Ohilla aot out tharo111. 

"!h. llopartaoD.t -.pprociatoa tho acUo11 of tba 

GoYemaNmt of Ohia 111 propoaiac to aal< llr • .L. lloD,..l 

J'o:o: ~ 'o-• .t.biaor to Ule 111niat17 of J'illaJ>ca. Jo 

haft no o'oJ..,U on t o th1a -illt-t, prort4111c llr, 

J'o:o: doe a 110t f oal that tho &~tie a of l.bo now pool\ ion 

will 111 &117 -., collfllot with h1a 4uUoa aa - ... of 

tho ltab1llat1o11 ~4. 

•11th retor0110e to tho pou1b1lUy of l.be l'a4oral 

lleeen'o kr>Jc -111t1ac a porao11 to aulat tho Oootral 

Janl< of Ohia, tho •ttor baa 'oao11 41 aouuo4 with tho 

Bo110ra'olo 
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Koaonn. lloniaer a. JoolAo, <n.Uw.a of u.. Joar4 

of Go.ernoro of U.. le4oral be~• ,.,,.., llr, 

Jooloo a4rtooo Ula' ho will 'bo &1&4 \o 41ocuu tho 

foro .ucceote4 that 7011 o.....Uoato 41rootlT wHh 

h1a tor u appointa.,.t, lmD ~. 

Oop71hra11-6-ij1, 

IIUU. 
(.U) 

n 
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In rep4 refer to 
T:' 

·~ 

Tbo Socrotar,v of State prooanta h1a coop11Dtnt a 

to tho Honorable the Socrotar,v of tbe Zrou1117 aG4 

traaoaih bere11Uh copioa of tolocru ao. )!9 elated 

lloftaber 4, 1941 to tbe .&aer1cu Ccn•ulato o.,.onol at 

i!onc Ko11g trauolllitU~~g a aeu"«" froa tbe SocNt&r)' 

ot the Tro&IUl')' to :{1-. J.. 11......,.1 rox. 

lnoloaun: 

Oop1u of tolouu ""· 3!9, 
lloyeabor 4, 1941, to .&aer1caa 
Oonrulato General, Roac "-DC· 

Cop)'llO!ll/7/1U 
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UI.!GIWI Uii'l' 

AICIRICAII COlfS1JL, 

110110 KONG, (CI!Illl) 

GIW' 

llon:ober 4, 1941 

3 p.m. 

JOR :rox :I'IIOM ma SllCl!i'!A!!i or rs r.--...ASw.T. 
~ On October 9, 1941 " t tbe requaot ot 

t ho Obineoo Embaeoy O.nor&l Liconoe No. 73 woa to­

nK trooi"g tbo aecounh ot certain Chinue partner­

ohipo doing bl>alnooa in tLo continental United Stateo . 

On October 23 , 1941 O.noral Liconoo llo. 3~ wo.o 

Nlln414 oo tbot troo dollau collld not accr110 to tho 

.t.x.lo. Sllg)>t m.i1iic1at1ono vero a1oo llltldo ln O.ner&l 

Liceooo ho. 3). 'li.o probloa ot rea H taACoo t o CbiJla 

lo not attocted by thoso ace-nto. l:o aro Ulr:i114: 

~7• to C6blo text• ot ~noral llconoOI end .,._ 

co~ng pr01o release to yo11.Ull~· 
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T 
J. t e1- ot la.•ller 5, 1941 troa U.. .t.Mrioaa 

Conllll at IUaing raa4a IQhot&llUalq ao to11o .. a 

J.GCor41ng to into,..tion r eceived t~o• an ~thoritative 

oouroe , control ot tranopor\&Uon on tM l!unla lloa4, pro'ba'bq 

ao far ao I•i7811&, wi ll 'bo taken over 'b;y a new orpni­

saUon, China :a..r.... '1'raneportat1on J.dminietraUon. 'l'be 

Director ot the ,..,. organhation 1e to 'bo Oenaral 1\l J'oi-pang 

aDd tho Dlpv.\7 Director will 'be llr. !, C. Chon, ltnrw!ng haad 

of South•et !ranoportat1on Co-. 'fiMI ioto.._..t !roa 

mUon will abeorb South•ot l!nuloportaUon Co"'-· ilo..-

rrer, untU th1o roall;r takeo place , th1o otato•ont 1o 

vhnd b;y the Oonl\ll with reoerve.Uon. 1ollowinc tho 

violt to XUnming rocentl7 ot tho Chief ot llrro~e Goar4a 

ot the Winioter of J'inance (r&~ Li) there'e.ro optiai etic 

roporto t o tho ettect that the =bar ot tuu o.n4 tu 

ote.Uono on the :SU..... llold. are to bo re<lllDai probabl;' throQ£1> 

the n oe ot 1Ul>e14leo. !o1 L1 1o viii\ to "'•'uc • • 
connected aloo w1 th prohibition ot *""1411111& on the h1ch""To 

it 1o un4arotoo4.. .t. dacrtaoe t r oa the s.pt .. ber h1ch 

t16rlt tor aport traffic on the lturlll& Road 1o 1n41oato4 

b;y tho prel1ainar7 tigureo tor October. 

COPTabadall/12/~1. 
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.. ~ : • ..dtr... !"iO&L ... - .. t .... S.t 1 • LDt.lc. .. t. f ""! .:. 1c . 

· • ~·OYO ll,. .,r 5 , 191..1 , ""',f • .., 

It hltl ~080 :n Or1;a(1 tut.t 1~ .. , JI.J t:nli;6d wt u US 

l!oll..ro w o bo l.C3 s~ent ~uot; ,.out .. by " '-" loo-1 , rouch 

·e, ort on t hb -lll.tter, 
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~o: :.r . Knoke 

35? 

7e4tral Eeaene ~ ... .n:c, of 
:; ..... York 

Dote: ::on!:lber 5, 1941 

Subj oct: !:,.uona1 :a.nJt ot ~t. 

1roa: J. Feuerlein 

Coplea to •ie& tra. './Ulirl:la, :Roeloe (Sentord), C<lmoron (Liddy) 

(at ~he reoueat or )~. Knoke) 

~· ~•t1onol Brnk o! ~t v•• fo~ed i n lS9S. •nd e t thct tt=e it received 

fr~ tLe ~-ptian GoYe~nt the exclueiv~ ~rlviltV<e or itiU.1!11' c.otf·e . :his ~rlvt­

:eoe ~· renewed on A~~•t 3, lS~. for ~ ~erio~ of ~ ye~rs. 

setc.rrl brn1cllea throucho'.lt F.ic""?t ~ the S\1.11A.a. i.cc:ordlnr. to tht< Strtutts. 1t 11 

·~thori:<d to ~error.. the follovi~ functions (Article 4): 

1. To 11 1~0 b~ ~otcc; 

2 . ~o make loPne to f arucr sjor cu.lttv~t inc the fialda ; 

) . 

4. 

6. 

7. 

s. 

9. 

10. 

To make cdvr.neea to the -Gover~ents ot ::fi')"'Dt r~d the Sud.c.n 
nnd to otber public in1titutiona in the1e tvo countries : 

'::'3 d. i tco"Wlt billa , etc., ~~ble in i:.·)~t. v~ieh l"~ve not 
beer. l., eircu.l..t'tion core then oce ~el\l'; 

~) dia~unt e!ld to ~c z.dv~r.cea ox: bor.4t :n! ai:!.lcr 
doc:.:::e&t&: 

Zo u.,:e loms vith interest • o ~trao:a in ~·ft. "'!i.t! ~te 
Sudrr. fo: a ~c~ ~crl?d of ?:e ye~r; 

~ cccep~ ell kinds of doe·J,.i.iants !or tcJ'e~-:"epln"" r.nd to 
open chec:dng /{CC'Ju:lts : 

~o pe rtlclr~te i n tte iaauanct o~ ~toe~• l~J tondt o! cor­
pora tions i n ~,-rr t ~nd. the Sudt~n : 

!i'o t aa\le billa, lettert o: credit, etc .. prycblt 1.r. ::r::pt 
or rbro~d. ~nl to Ce?l i n !orel,~ •~eh~n~e: 

' 
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ll. 1D central, to conduct for ita own ,eeount or tor the 
Account or third pert lee tJ.l co:.::orcv 1 M4 1'1amcld 
oporet lono l n Egypt ~ t~o Sod..n wlth tho exception 
of morteage and r eal esta te opcr atlono. 

358 

:'be above olll!ClAry of t ho tu.nctlons of tho l!etl onal BMlc of :£apt leedo to the co"­

clullon t i>J> t t~ll :Bcllk perform• not o~l;r tbe !w1ctlono I>OU8l l;1 o01oclntcd with a 

centrt<l benk but ol ao thoee of n pure.ly coauerci,.,l And t1Mnc18l chc.re.cter. 1o1hether 

or not lt obo1>ld bo conolder od primarily no n contrr l be~ will depend upon the 

"efi nltion or t hAt to~. 

:'he f act t het the J:et ionsl ;!an}: or :.01>t wco ~riven t !-.e aolo ri;:ht o! 

tQte isaue i n ~~t ~ the Gove~~nt ~ear• to be the o~· re~~on ~· ita atPtutea 
• 

th~ . ~n:" 11 atrict ~· obeerved end t h.--t the intoreats of the ~verment nnd !)\:.blic 

velf:-.ra arc aato:u.o.rdfld. In pra.ctico, thia ,u~hority aae1~1 to be l1a:1tc0. to 1u.yer-

''ilion over bonk note c:irculo.tion . 

Tho iaeu.a.nee of 'b~.nlc notes c:ons t1tutta n vcr-J tpecitll aervlee of the 3tt.nk 

ond io indooendon~ of all the other banking opor• tlono (Article 5) . The acoun~ or 

:o teo in clrculrt i on 1o deterolned b,y t he Boerd of Director• 1n -.~ecce~t with the 

-~...,·URD Go•er~nt. ~e not e a tn c!reulctton ha'fe to be cover ed. by at lea at 50 

?~r cent or col~ . accordin& to the Statutes. However. under P~ ~~e~nt vith the 

:t:;,"J)U an GoYern::ent. the gol d cover ~· !all belov 50 per cent, ao lo;><: e a the tot.l 

rJto;.mt or nottrl i n circulation is covered ~· (Ol i t'n.ci /irlti th r..nd Zg70tittn Jovernment 

cecur1t1e o. Zi ebty-nine and one-half per cent o! the 1ncone fro~ t he bond• used a o 

no t o cover hno to be t~>rned over to t he ::;:yptlOJ\ Go•terrun•nt. Since ::ey 2 . 1935. t he 

b, n< noteo or tho liotior~ ~ of Egypt ~~ve boon l ccnl tonaor. 

·.ri ;G c 

Initialed: il.r. 

::IJ?f : lAo-11/!/41 
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TRKAMIRY DIE .. Ain'MENT 

.... .,. ....... ,, 1,_1 

,., ....... ...., lorpatMa 

.CONFIDENTIAL 
,_ 1tr. Dletrlell 

hl.l \o ao •ol&l ooDDene 
hrcbuH fro. •-:rclal ooueru 

Op.,. -.tlo:et eterlliiiC r-lu4 at ~.OJ-1/2. ud tbore w.re ao reporh4 

tra~>oaoUou. 

!be lil"'I&UUN tree peao ad-ad 50 pOUta (1/21) to o1oM at .11675. 

the Yeunelaa llollftr o1oaed at ·25}0. So tar thh w.t, that curreur 

tao 4eoliaed 1/21· 

la Jev To~. o1oolJIC cootatloao t or tho tore1p curreacleo 11ote4 below 

wtre u followea 

c·-· uu dollar 
Arpa~Uu peao (frH) 
Jraol1laD allrelo (frH) 
Ooloa'blaD peoo 
llealcaD peoo 
cu... peoo 

!here wre 110 pualoaHo or oalee ot pl4 ooa.-te4 'b7 u to4&7. 

liD4er oar J&17 15, 1~}7 lta'b11loatloa acr .... at Yith tbo lialted &tateo ot 

lirun, w }IVOhaee4 160,000,000 JruUlu allreh to4a7 troa tbo Jaaco do lruU 
u thcal aceat ot 'ho Jraall1u Oo'Nraaeat, aD4 ore4l\o4 tho li. 8. eqal ... lea,, 

$&,000,000, to tha aoo01111t oa tho lev Yo~ 7e4eral lleoon• llult' o hooko 111 tbo 

- of tloo Jaaco do lrNU ao tlaoal aceat ot tbo JruUlu ao.....-at. Ia 
occo"'- wUh tlla acr-at. tho 7e4eral b ool'ft llult oet aol4e, ao collateral, 

co14 ..al- at ... 01~,091.~ troa JraoU'• l&l'll&l1ta4 aoc01111t. l\ Y1ll bo recal1a4 

tllat JruU eo14 u 200,000,000 Olilreh ahO'Ilt • ~ar ap, tlooa repurehaead halt of 

thh oa llooft'bor lJ, 1~. &114 tho other bolt oa re'bi'D&J'7 1), 19ln. f 

Tloo raderal J.ooei"N Juk ot In To~ reparted tbo followliiiC pl4 _..,..,.,,, 

hoth ot ... hlcl> Yill he ool4 to tbo ' "" Torlt »oar Ottloe: 
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$) ,72), 000 frH c...4a, ob1ppe4 '117 tbo 1lalllt of oao.4a to tbo J'o4on.l. for accOl&Dt 
of tbo ao ....... ,.t of ca....sa. 

()110,000 fro• 11141.a, ob1l'Jio4 'b7 u,. llatloll&l kU: of 1114lo, llo•bot, to tho 
Obaoo llatloll&l l!uk, Jew Tort . 

$4.)6) ,000 'l'otal 

Bot h 701tor~ oa4 to4ot, opot aA4 forword oll•or wore flso4 la LoD<lo~ at 
23-1/24, oquiY&loat to 42.671· 

'l'ho Troaourr' o piiJ'Cbaoo prlco for forolp ol\Yor vo.o uachaApd at }51· llall47 
oa4 Haraaa' o oottlo .... t prloo for forolp oll.,.r """ aloo uaob&Ace4 at }'4-3/41· 

llo aa4o ao ollnr piiJ'Chaooo to4&)', 

CONFIDENTIAL 
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IAIT11H IMIAIIY. 

WAIHifiiCTO•. O. C . 

l'fon mber 5th, 1941. 

Dear wr. aeoretery, 

I enclose herein tor your 

pereonal and eecret information a 

copy or the l ateat report received 

trom London on the mill tary 

el tuatlon, 

Honourabl e 

Believe me , 

Dear Mr. Secretar7, 

Very sincerely youre, 

(For the Ambassador) 

A .)Cc-j--Wt 
Henry Worgenthau, Jr,, 

United Statee Treasury, 
Vla&hington, D. c. 

, 

• • .. 
• 

• • 

• 

' 
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':'floaro .. t' r cc • on.lo n cta\11<1 1 o vo ... ber " ~~~ . 1) 41. 

1 . NMvol . ~ronoh ~onvo1 1nLcrooJ L<d &n~th or ~urbon 

1 roc .. 41•• !C \ 11 ..... ~ 1.on4oo. ...1.. ~o•-L~•· j r <l at.1po were 

bnHrJo-1 , eouHl1ni h uv l nfl be en s ~t•p ~ed , r wo ell1pa have 

ens : neo 4omllgod , i'rene!l tiloop • • oorUn 11 o ·•nvo)' r ot'uoe<1 t o 

e>r htr c c-.,v oy l ort '.l1 ~:abe~t• nu r <" uee ~ou • 

.- . t n llovo~.ber· .t nd -Jur l n11 o l r ~ ~t•~ k Y&l t conn~ aonvo1 

>n f· a h1r ~e• oroly clhe.ot;e u r to un~no•n t,., ~ crew uvc.1. . .no~ h· r 

a .1'4 11 ' *rit1fth ah1 p r;..abacq Jen t. :y f\W\ .._ off ... a;ul'n , o i r. C. e re• 58Yo..S. . 

~ . C..,nVC>11i _!')2 Bbout 4 1111 8 ene~ 1>1 ' ew re>lllldJ 8Dd 

• 
"t. t.tne ttth.l bJ ~-\."\~ t n t iJht 'lt' • CYOL.ter L•1d,/ jru. 7•o lill1i a .. no• n 

L11r1 eJned no rurt her Jftto lla . 

., . (h r co ;.: • ~"'" • a -.n ... c.. ~n • l ' a " t. t oo .. c...L cne ... y conYoy north 

1t. tJ¥ t.'ltO \.l")tt l e ..toc a clt.t. r tiOr, tH• '"*- bcn•h(.,. • . ~·: •s 

un.JD,.o .. e..t one .. ~~ hl l. in onttints r notu N,. turntJJ l.o hl'll"bD.JJ" . 

( ~hil l' 

,. l'n Nn ver.\ JO ·o• j r d , ll h•ol Vtlt oel "t·u ~ ~ J • blo<~n u1 wHh 

loe. til' ell h&rtue hulr 8 •He O!le ~ of ll t.le ~ hor , e . 

c.,) . , or al ' 1r ,.·or ce. :.Jn1 t t.u • 1·. uCM.• · " jtut. of feovec.bc.r 

en ~ tnl a i rcraft ecq re~ one or L•~ .1t.e nn 'on ~~r ed t.i~ te~ 

I , CJGL Lone oft' 'i'uxe l. 

/ , .;uy No voo..vcr ~r" fl,;11• r~ <In ·"'""" .... o ' "" r..o tor-veo ~ el 

n t•t :llo r bourn ,,nu pro\,ably ~on .. '• -'t.o~.o t • 

... . 
O; u ruted n.rttl no\. i~rest, fl'loJ.logno nnJ off .J'-It.c.:h {!(Uttl t • here 

...erohsn' 11 l J of 7- lO, CC ton<• •~A ·, H , 

) . 1 ·<l le ... ~ . I'OV etObcr ltH """" t Uac .. eoi Jo ur ~lr-

n 
0 " 

rc: .t.ont. veabe l 

t.u ~j t.(....Lf 

' 
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eaU!IIIlte4 3,000 t ou na bit 1n llecUtorrt~nnn. 

"0\'eraber Oinci-31'4 C&atel-!lenUo aerodro.• at '!'r1pol1 

(L) attacked , at leuat l~ a1rcrart lett bUrn1DI oa 

~b• 1!1'011114. 
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CQJllPPJW. 

MILI!.utY Il'nLLIGDQ DIVISIOll 
W.ut IIIP.ur.t'ICII! 

TEll'l'.u'ln LltSSONS :atJLL:.""'l'lll 
llo. 169 

W~oblncton, llovembar 5, 1941 MID 461 

!be Information contained In tblo oerleo of bulletin• 
vlll be reotrlcted to ltemo from offlclol oourceo vhlcb are 
reaaonably conf1rced. The leatona neceaaarily ~~ tentative 
and in no aenae eature atudiea. 

Thia 4ocucent 11 be1n« ci•en an appro•ed di&trtbution , 
and no edditlonal copies are avall&bl4 In tho Military Intel­
llpnce D1rtato·n. For prorlatona CO•trninc he reproduction, 
••• Lotter !'J.G 350.05 (9-19-40) M-B-M. 

Tho oecond section o! tblo bulletin Ia b~ed upon a report 
oubml. ttod on Juno 14, 1941, by an Al:lorlcan official observer In 
Coiro. Tbe r oot of tbe bulletin contolnt Information compiled by a 
Brltlob official source In Jul¥ 1941. 

COJiTZS 

l. CO!!m:CTIO!l OP 'l' .L,B. 110, 146 

2. .&II':'ITAllK Ulil'l'S II AFRICA. 

3. M)TORIZBD J.ND JJ!li)REl) DI VISIO!IS 

4, 20-MM. All'l'ITAIIX GUll 

CO!IJ'lWJ!TUL 

- l -

' 
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COillliRW. 

Ml§QEit'J!lS Jk)fl8 OJ mvM 
4JUCIP lOJCU 

1. COj!I!ICTIOJ Ol f .L.I. 1), 146 

365 

In the laot paracreph or Section s of !onta\iYO Loosono Bulle­
tin Bo. 146 a roforonco wao aodo to a •rtosoler-Storcb biplane,• !blo 
atatomont vao in error : tho llooolor-Storch ia a monoplane . 

2. MTIT.\1!][ 0111'1'5 IN AlRIQ.\ 

'l'ho followlnc \71>00 of Geraan u t Uank un1 to han been i4ontl­
f1ed ao oporatlnc in tho 1footern Dooort: 

a. M titonk Iitle Section 

Each infantry COlllj)Oli,V containe an antltN>k rltlo oectlon whioh 
la armed wlth throe antitank rifioo, 

b. qtttw nat poo 

'l'hero 1a an t.lltl tank platoon of three 37-IDID, £W1S in tho hoa'7 
COlllj)&ftT ot each truck-corried infantry battalion•. oaob motorcycl e 
b~tt~ion, and each mechanized roconnaiosenco unit. 

c. AntitW CQpmMY 

Each infMt1'7 resbent, 1110t orhed inf~try rop100nt, and 
truck-carried infantr;r ro&iment b.aa an antltPlllc coiiJ)an;r conohtlnc of 
tour platoons, Each platoon 1a IU'mod wl th throe 37-m. IW'•. 

4. Dtylt lopal jnt itenk Jottellgn 

zYer,r infantry diYiaion, mo\orioed dlYioion, armored dlYioion, 
IID4 1101111\0iin dlYialon b.aa " tull;r Mchanhod dlnalonal antltelllc bat­
talion Of three CO~OI, 38eh COIIJ)&D1 hPA three antitank platOODI, 
ei!.Ch ccntllininc tour 37-m. or 47-M. £W'S. Moat ct tho platoons, 
b.owner, 1\ro oquippod w1 tb t he 37-m, cn}y. 

e. fiO=w AzltltN\k Pll'\toon 

Info..ati on tro• German priocnoro of war indlcatoo that there 

• It lo belioYod that tbio io ai1liJ)l7 " nor~ infantry b&ttl\lion which 
io trl\lloportod i n trucks, "' dltterontiatod from an or&anisod motorised 
bat tl\lion. Q:l. 

COli7ItE!!%W. 

- 2-
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- plaaa for rqlaclac- • ......,. plat- la eMb uU\~ o •• ., 
wUll a pla- ot \llr" 110-•. -· ftoe llanelloa wtU t1on .._. 
a \o\el of ,_\T-fiNI' a~-. cu• 1114 alae eo--. cue. n h ao\ 
lalowa \o >dla\ enea\ \lite reorpala&tloa 11M ~~e .. --Uelle4, el­
""""" ... u\a 'battaltou eao01111\eret ta the ••••• .... 'DIIurt eo t~ 
be ... 00ft\A1M4 \be 1!0-•, pla\00111, 

t. Mem Aatitpk le&teltu 

l&ll'f7 utltNIII: battallollt are ftorll&ll.T lll"19 111llte, bolt tlle7 
-be allotted to 41'rldo,.. for epec.Utc oper .. tiollt. So br, 41'01-
elollo OftC0111ltera4 ill tbe 11eotel'll 'DIIoen baYe &Acb hA4 Oil& of tlleoe 
111lito IO!Iicb are lleUna4 to be orpa1oo4 into tllrH co~eo, eacb 
wltb ll1M - - pro'bAbl.T 47--. !lleoo a~~tltfiDII: bAU..UOill - &leo 
baYo •- btll'flor wo-ao of 7~-. or as--. !llooe 7~-. or es--. 
~· IIIIich wore oncaantora4 111 tbo Voe\erD 'DIIoort wore flrlnc ~ 
41roct lllTlnc u4 wore oltbu ACe~~~ ortlll•rT or batte.lloa 
UA'f7 oztltNIII: we-no• . 

I· lpptrb•"T "·sb'pe Opp Aotltnpk-Afttlclrgra(t Jette)tgp• 

Tbooe ore prl~~~~~r111 Mti«irorAft 111llto, A1lotte4 Oft tbe bello 
ot ono per 41Ylo1on, altbou«b lt to bel1e.ed thAt ftot oll d1Y1o1ono 
baYt tbooo 111llto, Tbe batta110DO tZO OrCftftiltd into three OO~toe, 
tMb COIIIPIU\7 11r110d with tweln l!O-m., ouperheAvy, llllChino ~"""· 
Thotr role 11 &Aiftl.T llfttialrcrAft protection with tbe oecon4ftry role 
of Antlt.nk protecttoft, 

b. Htae4 Aptinirqd't WtNigpa 

Tbooo battAllofte ora .Ur 7orce 1lll1 te IIIIich Me ollotte4 to 
~~rmored ud Ucbt 110\orised 41notono M noco u&r7. The7 condo\ of 
three be&'f7 batterteo, eftCh arwed wttb four 88--. ontttNIII:-ont1eir­
craft ~·· Md two Ucbt batterleo, eacb oraed wttb twln liO--. 
CW>•· 
3.. llnQIIZIP MD ;p!)IID DlfiSIOp 

a. Hotgriat4 Dlritiopa 

Tho followtnc chancoo bl\n been noted tn the orcalllsatton of 
Oeraon motorlto4 41'rltlontl 

·~onU7 oacb o. ...... Dtnoioft operattnc hi Ll~a 11M 235 ..,uta 
~· uailable . Obgmr'• lgte. 

OOIJIJiftW. 

- 3-
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CQiliJJPJW. 

baa boo11 reduced troa three to tvo 1ft &t l ou t the l110tueeo, &114 
thle 1111q be ,..,..,.d to h...,, occurred 111 all cuoo. 

(2) I11 at l eaat one of theoe tt•e dlYtolono, a motorcrcle 
bftttftllon hat been added. 

Bo oonttraed tnforODAtlOII hat at Ttt been reeeh od rogftrd­
lftC Any reorgonlsatton ot the motorlstd l ntAiltry r egl me11t . 

b. 4raort4 D!Dtigp• - forMJ fxpt 

The tollovl~~g ehftllgto haYo beo11 noted in t he organt1atio11 of 
Gtr..n ftrmored 41v1o1ono: 

( 1) In at lout eicbt ar1110red dhhlo110 ot nor=&l tn>e there 
1t nov on)¥ one tank rogiaont 1not oad ot t vo, and 1t 1o r eported that 
ftll t ho art>Ored c11v1etono operattnc on the Buttian tront are orguhod 
on thh bMh, The e:dot enco ot tho bo&Y)' &rliOrtd c11v1otono , contatn­
lnc.a&-t on, 45-ton, anc1 90-t on tanka it not 70t contlrmed. 

(2) Tho otrength ot the motori1ed lnfftlltry brigade baa been 
1noreaeed to two motorited 1nfantr.y reg1~nte end one mot~rcycle 
bat t alion . Tho former organtaatton called for one cot orizod infantry 
reaime.nt and , ne mot Qrcycle battalion or , 1n IIIDIH caeee , tvo motorized 
infftlltry regtmenta. 

4. j!Q:,ICM. All'l' IT .6!IK G!!!! 

Prolimin&rJ tiring triftlt vith the Oer~DAD ::0--. IIDtitMlc gw>, 
Modal 41, baYe ct•en the f ol lovtng roaulttt 

a. Velocity 

Oboeroed • elocity at 90 t oot : 
Hassle Yelocitr - oot13ate4: 

4500 teet per .. cond 
4600 - 4?00 foot per oocond 

b. P!Qttrat1op at lQQ Xnr4• 

(1) ?Q-go , (2, 76 i n ) KoQQ:Rerd Plato 

Arurlo ot Impact Beaultt 

I!Dlt 
Dent, bulge at back of plate 
Deep iQI>rouion 

(2) 80-zgn. (3.15 in ) KAshlpeblo nato 

oompmw. 

- 4-
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ANJ• at 1PMC' 

lo..-1 
3C)O 

OOQipptiAL 
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Bole 
Den\, 'bulce a\ beelc of :pla'• 
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~2/26,7~1 lo. 537 ll. I .D., W.D. lltOO A.ll. , llon11ber 5, 1941 

SJ:I\JATION REPORT 

I. Eutern Theater, 

~· Situation reaine unchanpd at Leninvad. 

Local att.aclca and COWiterattecka ccntinue on 
the lloacow h-ont. 

'l'bere 1a no intol'lO&tion coverina operationa on 
the aouthern trent north o! Roetov. 

Operationa continuo 1n the Crialla1 ClenDula ap­
perentl¥ atopped 1n trent ot Slvaatopol ancl are ac1Yancin8 on Ker<:h. 

~· Oorki, the air<:ratt manutacturing cit7 250 mUea 
east o! lloacow, waa botrbecl etrectivel.¥, accorcling to Oermo.n ocurcea. 
Ruuian att empts to leave the Crimea b7 sea were h11111J>8rod b7 heavr 
bombing o! shipping. 

R1111oian planes attacked Helsinki tor the first timo 
1n aaveral 1110ntha. 

II. lfeatern Theater. 

Air: Britiah bctrbera tlow through heavr weather laat 
nicht to bOiiib the Oorllan Ruhr and Rhineland, aa well as Ostend and 
Dunld.rk, on the coaat. 

Ill. lliddla E&atern Theater, 

Air: Britioh reports told o! the moat deotructive raid 
on 'l'r1pol1, which waa made Sundq night. The air baoe end oupplr 
docke were reportecll7 beavilr damaged. 

The Britiah 711terd&T raiclecl Sicil¥ and Benghazi. 
Oerman Stukaa operat ed aver Tobruk. 

RES'IRICTED 
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